ECONOMIC 

AND 

miTICAL 



fttSSJUVia Trust Publication 


Rs 15.00 



VoIXXX No 1 January 7, If 


■ FINANCIAL SECTOR AND 
ECONOMIC REFORMS 


■ MYTH OF INFLATION CONTROL 

l TEACHERS’ SALARY SCALES: 

CASE FOR A FRESH LOOK 

* DEMOCRACY AND THE FIGHT 
AGAINST COMMUNALISM 

LATIN AMERICAN LIBERALISATION 
AND US GLOBAL STRATEGY 

* CHANGING PROFILE OF 
CREDIT CO-OPERATIVES IN 

; STRUCTURAL ADJUSTMENT AND RURAL HARYANA 
SMALL PRODUCERS 

rn WHO'S AFRAID OF 
LIBERALISATION? 


! if' 

a ■ ■■ ■ 
!' 5 * . 
I' i ‘i 

' I > 

f • 


ffl T 



6. Other LfaMKtes and 


Bilk payable 

fatter-office adjustments (net) 
Interest accrued 
Othen (including provisions) 


7. Cadi —ft Balances with 


Cash in band (including 
foreign catrency notes) 
Balance* with Reserve 
Bank of India 
In current account 


is India 

Balances with banks 
fat current acc oun ts 
Money at call and 
short nock* 
with banks 


Ownadebuha 
la carnal i 


IM3SS3 

4MU 

3*423 


1995 

1994 

261,078 

221.833 

48,894 

41476 

37633 

118455 

686,265 

382,664 

1232 

2407 

69738 

1451776 

699.460 

1454,983 

314,4*1 

163413 

314,491 

165413 

8494 

13464. 

3234*3 

178,777 


*§i'/ 




(a) BUlspwchasodand 
discounted 

Cash credits, overdrafts 
and loans repayfbk 
an demand 
Term loans 


1995 

1994 

t 

253462 

1429442 

2,443484 

291999 

1466439 

1433491 

4.128408 

191*499 


(b) Secured by tangible assets 
Coveted by bank/ 
Gover n men t guarantees 


(c) A dva n c e s in India 
Priority seems 

thAllr arrifM- 

Banks 

Others 


Due front banks 




244*1 


1644*6 

11*9422 


191*444 


153 


139 


19114*9 


26,137 

14,190 

0403) 

t*05t 

W079 


»w 

h ■ 11,142 





















































(Lwnsii m:\zoi j l\st i;id. 


If,lit*rid Office 1451 Dr Vajos Street, lomboy 400 002 Tel: 8382096/3097. f»i: 8391529 

Public teeuc of 36,72,800 14% Secured Fully Convertible Debenture* comprising erf 13,23,800 
14% Secured Fully Convertible Debentures of Re. 210/- each for cash at par and 23,49,000 
14% Secured Fully Convertible Debentures of R*. 210/- each for cash at a premium of 
fU. 40/- per Debenture on Firm Allotment basis to Foreign Institutional Investors/Non Resident Indians, 
Indian Financial Institutions and Indian Mutual Funds, aggregating Rs. 6,632.48 lakhs. 




< JO 


Particulars Names 


HIGHLIGHTS _ 

fanistal [Hotif mining Compaq paymglmSnJ siin'IWbsfijWWISWWtion 
AttdtUauiffaiidsi<tp1iefiH8imroKPIasfroi tli6w»c4 cjdWS4b^ 
PiwT«tn5iiiiri[K[20)si5o(eaieneTOinSI4ltl^ttS'T“»>^- ; 

Facthhes Iw thermal Borage haring grea Demand ^ 

Sustained groaffi in protiutrlity and netwodh tPll/_> /> r 

Dirrsitahon m(o rrunutaciiFe ol Helmed iodised Sail ano yher maMfcHLiftrart 
NoijHSBlenji leoiirW ,-ther ifon sea watet tar the tfrvrmlicrf'an pi eer i | l 

Expansion ot capacity oI Updid Snot laoMies bom i’0.000 (1 m2 ■ 000 n: a Jawna ’i Netvi*:W 
NnniShna neai Bombay 

Airaaire Conversion Urns lot Drtertuie in rw stages 

One Equity Shareot Rs 10/ Si p-emiur ot ns onallcrmenl y Pftmt.-ts 
• One Equity Share OIRs 10.' * a premium at Rs 10b, Fmeenoo:': ryJt*is‘ior- - Viui*c l *''yTn 

DtOtWnturcs 

is igsnsf current nwlet pra of Rs 180.' lf> R'rjhts is or 
912 94] 

Comment terns WRiynimr Rs W orappdcadorjndRs 1JJ 
on allot men 

11 Easy Liquidity Listing a dumbly Ahmaatad Dell" Ciuidi 
lutujna, MaJus JapurandCocfun Sodi fchanjes 

RISK FACTORS 

Msmsl to ttw Company 

1 IE* Company is yet loobtainpollutioncorf,)' nuance 'my! 
puma 

2 IhedemandlwgorapespaaFbiitl'qiudlermirM'isdetie'W.t- 
theimpoflAnporlolliquidctiemici- , can|nrtiioiigEAMlu H a hehi„ 

Pol ft* Company is ye to ohum tnnmem a mu ini 
iBQuuitecenificale under E<p.asives Act 'ey aofl-l'onai tyui* mcraae - 

toMySJNP.WavaSten 

3 E)» proposed proeBlenannouirolrelinrtiod'Sjd si# it lot* 
located on leasehold land ot Unite; Sab Aon lnoush.es i rrsied 
fUSWIL). a Company referred to 8 i Ffl for reruOilitdtior Kurban me 
base I*r material 1o> It* ionised Sad Pm*d 'S aiso pioposec lo be 
praa»edliom salt pans ow*d by USWH Ihep'oraersoiGa'iesn 
Gem Hive submitted a proposal m fu» at india J* operating - , 
agency (or auMsihon and revval o' USWi adc wli be subnitimg 
the proposal to BIER ler Ima 1 (tec-s on Any dray/adre'se deosion 
ot 8 IER. anil abed the mpiemertjiion pi tne salt fo^o 

« It* dsa or annua: leomiemens and pnxuaiono; iodised ad a* N-r , 
based on the Company 5 own-sNaes 

5 Ganesh Antyydnde L mtled iCCJ a rt'r.'t: Compary has Aerdues 
lo insdutions/lunii! lo ire enem ot Rs 11 ’S 51 lards as 
on 3103 94 

6 The Company is ye to obtain sanci.i V pone rcr me p-oposed ccec- 

I The Comparry is yeic place ernes to, mi|iy plan Smachi'iev lor d* ir‘c"'fr! 

8 I here has been a delay (A 9 needs m despatch ol Rehjnrt O'deiVStiare ■’'em'-uris ;* ,11 - tatam 
previous issue 

9 Iheielwtieei<ietayinaepjtct'oiReiv»<cOideis/SEaitCen.lnate:'''e5pei:o ! Rv''' rsu€ o> Vfti arx: 
199t and m listing ol Secum.es d me Comtany on some ot ihe Ci acd t rcn» pro 11 -ic^ri pi ■ v ^j,. m 

Hue made in January 1994 

10 Ihe commercial proiihon ly (iwyotaame a Ben/ix Lid *10 Sodur Rec/oars i*v,*i «c es: mmi - 
conmence trom June 1992 as peuere it Ode 'or fhotti 'ssue made ,- '991 rOoat,. mrr .w n 
febnmy 1993 

Emmalto the Company 

II Ihemass'veerpansiixicriC'emia.'.'Voiapeaci.iiiesisor'ipiJsedi'irfiiofrheemeig.-cVr'i'id'/'aixiiai 
PtMtd moods,opens ot i.quu) Uyrm'atsirtlovrrgiibeial'SWifadr bci'cybUl*ujre n n*ni ol -Cj a ary 


i 1 'rsud in subsin ai sa*n$. 10 1 1 * Konomy Ming u bate price on but urpoits and tEte lummer ol 
stumers H oars ’h Company does nd artopFe any diftoilty m 

FIRM lUOTRENT *1 * PKMWR OF RS. 40/ PER FCD TO 


~t -vj 

(i- aC Ar». 'r'ed 
■j'., •.‘r>aVj - roa > 
.-aa'.rr VRiv. 1.1 
" aR,i »»>,:-.r r 
. a'J"i'au '-d' 
id 

-ni'Ti- f.M.Ija' 


Total Amount 
(fii m croiei) 


tK 


i V ' 


a A;; 


•Am 


' 1 Vigo 
C V ■ a 


1 


GRAND TOTAL : Rs. 58.725 crores 


If the lomjpjn,, (Jl« 
loriheilh ii’f • 




"If r - «* jtrr C' «* ' 

’f ijDi!-'‘Cfipr iJPLLf' '»■« ff'* 


‘f!/N ;* 

,h f 1’'*f U/ ■ -1 '• 12;1 


■*3 I'r'ilff'bff :* 'Sit *• 'f'l r (Jjfi l.-ee - 

*'“* ' ’ 11 r 'nr ’n* ;i( 


f lilt 61 5 
-’•rfjf j5 


stuff of t*f 1 
pft r pr|>r»P ' 


1 .* ’hf i . •npjif tFflf 


Laid Managart lo tha issue 


I 


Mw 8 JT.’ tirk nq >,i 5 *r 
f * * ‘fid M»n r 0»f»3 1 
Cuff 

Bomoh 4 .H 1 mtt 


rl (M COITAL 

0^1 umns iro 


i i V®» ’ Jdrr » 

-■A 

BdPtilV 4i(, iA!‘a 


CNICMTCAWTAL 

OTm 2 

»} M . . * 

it* \# 


!^':-T r 


< f * 


Registrars (0 the Issue 


v 1OTDS CA^fTAi SCRVtCfSiro 

1 ’ * rlT ^ 

( * ,H Jf r-V, Vi .■ 

*0,4' . 

fr r/ 4* 4 W ‘ 

»*■ 1 ’*>•#. *7 


Tniitaailorlha 
Debanlura Moldart 

I STATE lAIIA Of MOU 

f f'l r, iur» ^ rf> ' 
u * t*f Mfi ‘igrf 
•» Wat, 

.'l 



■ 


IL 


PUST Ki/lli 


tHiMiui snna 



RHAtiW«l/riUU', 


I* VJ 
f OOD PtilfIVAIlVE', 


ISSUE OPENS ON 18TH JANUARY 1995 


dsnges 11* this polity could adyenety atlea the partial demara 

12 It* Canwry consunes impeded u» natenah to its ensling tusmess ol mautaflirr ol OnvoPe 
Plashoters Any averse Ituctuations m rivmgn ecctunge rake vnfi rave a boarvig on ttc prcMlbtlity otltu 
Company 

MAKAOEMENT PEACEPTION OF THE RISK FACTORS 

Intamal to Hu Company 

1 t> proyecTi do ra penmte an, eltlueres tC ihetiloie p* Comany does at efad any probtim m 
otfamnp pc ijtipn control Ustances 

2 Iheiiberitiscdl'afe pol't^esotmeGiriemnerratlnduhnesijbsareialtyincmidaipoHniaidrmand 
Id* aorape ScrWies and mas derr jnd is eepeonrl togoup todher Indian poos are pteseeiy short ot storage 
space as compiid In siciagr space m "irmanonai pons an) siorage lauMiesas proposed by me Corryiany 


otwmng mnronmentii -Iraranee and tequiple oedihale imdei the 

EaC'B res AO 

3 idep'.-tHBi'suCnvtieg by rhepiomceersoi Ganesh Grauptoncqirsition 
and ter,a ty USWR has been tavoonbly fecetved by Par* ol India etveh 
nir*i*etaiing agency AprymencARs K) lafchs as direded by PIER has 
atieadv bmn PSHBitid anh Ranter India AtavantHedecnitnofeiFKis 
twededsccn Besides, we .’emtary has apuaUad the Gmermen ol 
CuJia and ‘anjia Pod Trust tor aueemen ot land nqy salt pans * dandta 
A; such n* imptemeruion ot It* itd'Sid satt propa is not eipesed tc be 
Ftpon) Ash Up coastF ten ol danda 'S one ot me largest sad oroduc ng 
a-sas he canliy ano me Company ai pmeue ia* sad Irum nhei sad 
pans m the na wlhnl any <«t^uily »c n* purpose tt SrotRAth it* 
jtoje&jns It* casH ia» salt has been assured a amere mane prse 
a if* 'ompany scfimFes a* based v detailed 9 udy ot the sad industry 
:ondu(ied by os memai proud ter 
5 Ji aah.ee olieiiressiai m .leetTBtionat pnees (A Male,; Annyd--)e GA‘ 
■van Sleeted utas u«eret 0 is or wety maemg rash pioMs and Ur 
uaH'tted a trscheorrmert proposal 10 IT* irtaeiA-ons mum ate jeaevig 
Ihe-apet'iyil 

r ’i* Company doe H air n(ar an* nionerr m otrammg tt* *quis.le 
;*nmsjon;» me IKW 

' >dem i> amps a he engnbnages etc turn aimam nrr 

.ratid 'VCoinoarvassrrdt.swmemaaunehiSdppiTr'iHF'inma * 
rqupmens and d* ede-s »N br placed mhvn it* im* scheiU' ehyi-jge; 

S !> jriey «as rausrt by srl*c jombin*' «■ pans :• me 
Lomny un*eve- mos: F if* ivesUH compums haie brpi irmessec 
9 'l* secun'es «trt t-iteii m -i* -rgianai sod en'ungr »m,r ’■* 
pmsmded'ime"mu irMe«, nerewasson*delayin‘y,ngi , secun , m 
rf me Company or opve.- goes nr/ianges m raped r me pilous \',t 
made m Jarvary ',994 

'Mr-o 'll dday " n nsUUFion and taencjion ol aitan rmicat maoune* them »r. a den HMevm -r 
•espea-' sieTade r'99E It* Company us ludi.ie) ay promsemsped o' p-cyect .mpiemtnui r 
and uanciat itojeomns 

ExUtoaI lo ttm Company 

’! >saim,'memyneti)i*'nn*r>ioiigdjsip«)i'seO«e»iriFion*iraiJersVlheieintori«lby(hrsgr>ig 
* GATT agreemeir Rente me Company»» nr npect any leiemamt me hberv,red "aoepSuy 
12 IvCanpanynribeenricrtastnpilslhnjsicr’eipcrtsoiusei'S'notviiduas S's.-*-, ■. r jd-.'aV'i s'.ty 
'-r'Wt'-ft’/asif 'Kite anyadmeduduFur 'ficcepr taifif attr -Be 'dsrry 'tm-el 
erpi/ sads-og: 

!n«si>sr’i()rgd , '0 , e1rfibihe[iaucn JuSihcFionolRierian mertionrd me* ode yrren bear -g 
arenesimerlinm.sissa; 






Ijlfcl 

aaa 


CREDIT LYONNAIS 


INDIAN BRANCHES 


NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED MARCH 31.1995 

(In thousands of Indian Rupees) 
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1995 

1994 

I3.c—rttwitf townuu 

• 

Liability on account 
of outstanding forward 
exchange contracts 

7,342,601 

5,459,541 

Acceptance*, endorsements 

and other obligations 

775.502 

754.393 

OuarKeee gtvee on 


behalfatcautimm* 
to India 

694,244 

704,959 

Outside India 

941.372 

296,202 

Underwriting commitments 

22.500 

63,5(X) 

Bill* of exchange 


rediscounted 

201,497 

180,000 

Disputed tax demands 

20.000 

20,000 


9.997.716 

7.478,595 

bMBmtMuoountoa 

advancaadWIIs 

i 

1 

1 

! 

629.917 j 

399.614 

Income on investments 

281.895 

186,317 

tomcat on tsatonoea 
with Imm Baade 
of faKhaand other 

13,089 

j 

i 14.28b 

. 

924,901 

600,217 

rnanmiiiit m. 1 1 change 

mm ft 

yoawr.y-5-i. - • 

51.713 

24.275 

Profit oa mkt of 

144.792 

3.088 

Loaf oo ioio of 
iNMNnMnli 

129) 

(54) 

Profit on sub of aswts 

128 


Um toff itteof ommis 

- 



5,544 

28.557 

n ?-. T ^^ BI » ri ~ Yrri,r 

(154,345) 

(36,664) 

MiinaBwiiiiii inooana 

19.421 

6,427 


67.224 

25,629 
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1995 

1994 

16. Interest Expended 

Interest on deposits 

Interest on Reserve Bank 
of India/inter-bank 
borrowings 

Others 

198,899 

213.036 

19.167 

206,299 

55,475 

12,017 


431.102 

273,791 

17. Operating Expenses 



Payments to and provisions 



for employees 

24.709 

14,293 

Rem. taxes and 



lighting 

7,528 

7,240 

Postage, telegrams. 



telephones, etc 

6.399 

5.842 

Repairs and maintenance 

1,180 

4,391 

Depreciation on 



bank’s property 

5,658 

3.575 

Printing and stationery j 

1.803 

3,406 

Insurance 

3.523 

,,482 

Advertisement and 



publicity 

1,353 

652 

Law charges 

139 

193 

Auditors' fees and 



expenses 

30 

180 

Directors’ fees. 



allowances and 



expenses 

37 

42 

Other expenditure. 



including Head Office 



expenses—Rs 20.269 



(previous year— 


35,865 

Rs 14.777) 

72,129 


| 124.488 

77.161 


18. Preview-, -car's figures have been regrouped and reclassi¬ 
fied wherever necessary to make there comparable with current 
figures. 
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Financial Sector Reform ^V09 

Of all markets, the one for financial servicesYs mewf prone to imperfection 
and to failure because the price of financial services more often than not 
fails to clear the market. Wc must admit, therefore, that in regard to 
reform of the financial sector wc do not have all the answers, that we have 
to move step by step. ((Hiking at the objective conditions which normally 
are widely different from the ideal, and take decisions to reach our 
goals through trial and error. AcctStwtl ml OtMTi 39 

Myth of Inflation Control ~~ 

While the rise in the general index of wholnare pflTO^tVeTTO IIP Wthe 
government's claims of having brought inflation under control, whaf is far 
worse is the phenomenal rise in the prices of essential articles of mass 
consumption, including cereals, pulses and vegetables. Incredibly, the 
government seems completely unconcerned about the impact of this 
on tlic living standards of the vast majority of the people. IS 
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Small Producers 

The small-scale sector, with ils limited 
productivity and dement ary technology, 
produces a substantial guantily ol 

* goods and accounts lor an even 
larger proportion of employment 
Nevertheless, the impacT of the 
structural adjustment programme on 
small producers has received little 
attention so far. Findings of a 
se t ot case studio. _45 

Democracy and Hindutva 

The light against Hindutv j. or against 
authoniartanism and fascism in 
general, is not just a defensive struggle 
to protect democratic rights and * 
values. It is pari of the struggle for 
restructuring human existence on a 
higher plane Struggle against 
oppressive social structure* and the 
reconstruction ol society on the haws 
ol co-operative and egalitarian 
relations arc linked not through the 
dictatorship ol the last victors, hut 
through the cultural possibilities 
opened up by successive struggles. 57 

Where Is Liberalisation? 

^aCiberalisatHxi in the hands of the 
government ol India is today the sum ol 
la) globalisation and (b) privatisation 
Both are ideological stances which arc 
uncunncvtod with genuine IttvrahsaOon' 
ol the economy or polity_12 


Paying Teachers 

The issue of pay-scales of teachers 
needs to be looked at afresh, 
especially that of parity between 
undergraduate and postgraduate 
teachers Some differenliMiun 
be t ween dtlfcnm levels of teaching 
needs to he c reated to encourage 
academic excellence and to improve 
tho performance ot toHagcs. The 
concept of an academic ladder 
need* 16 be amplified 51 


Changing Profile 

Though * lot has changed in Indian 
agriculture, there has been very little 
change in the understanding ot primary 
agricultural credit societiestPACt). In 
fact, green revolution technology and 
the introduction of a new organisational 
structure in 1976 have brought about 
significant changes in the working 
of credit co-opcraiive*. A field study 
of PACs in an agnculturally 
developed region of Haryana. 55 

Squeeze oa Latin America 

Liberalisation is not merely a 
de v e l opm en t strategy' elaborated to 
facilitate Latin American inugnOM 
imo the world market Nor is it an 
inevitable product of some immanent 
•globalisation' Rather, ft is the 
specific class and state intern** of 
US economic policy-maker*, hankers 
and mu hi-oat tonal corporations allied 
with Latin American transnational 
capitalists that dictate the new 
liberal pohlicjl economy, _26 

Feudal Extraction 

The salary structures which the 
associations of central g ov ern ment 
emptoyecs have demanded of the 
Filth Pay CornmnsKMi me nothing 
short of a conspiracy by bunament* 
to appropriate the Mate’s resuunaas 
even as the masses become 




Adivasi Dmand 

In the fare of threats to then land*. 
Iivcbheod and cubwral identity poind 
by state policies. incfudmf the 
proponed fewest and land transfer hHH 
and the PnU va m m dam. and 
wwaamif d w o tm. adtvast* «n 
Andhm Pndash are demanding the 
creatwn of a ncpame tribal tkwnci 
4nd m 

inbaiMoas 24 
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TO EDITOR 

PdjbQc Eoterpriiri ud 
. Bureaucracy •' 



* THIS has reference Co RamaswamyR Iyer’s 
■ comme n ts (August 20,1994) on my paper 
oa‘Public Enterprises and Private Purposes ’ 
(May 28,1994). I have read with interest his 
ideas on PEs particularly because he was a 
■senior bureaucrat at the ministry of 
chemicals and fertilisers.' I address myself 
below to those aspects which specifically 
coo6em my paper. 

(1) Considerable space in his note is 
devoted to an explanation of the problems 
of Fertiliser Corporation of India (FCI). 
That was not my objective. I used Planning 
and Development Division of PCI (P and D) 
merely as an example to show how “lack of 
. proper planning, lack of support, 
indifference and even active opposition 
prevented the full indigenous potential 
from being realised”. I have no comments 
to offer on the unsubstantiated/irrele¬ 
vant observations made by Iyer, e g, 
“FCI/P and D had many excellent 
engineers but relatively few good 
managers”; “1 knew the PCI very well in 
those years, and while it had many excellent 
people (with several of whom I formed 
friendships that have lasted down the 
years), it was adisaster as an organisation”, 
etc. If one concentrates on the facts 
presented by him. then it can be seen (hat 
time actually support my propositions. 
Let me give one example. Iyer mentions 
die “ambitious attempt on the part of the 
- FCI to take on several projects at the same 
time or in quick succession...”. I also 
referred to this in my paper and used it as 
an example of the lack of proper planning 
r' which adversely affected the performance 
of P and D. 

(2) In several places in his note Iyer has 
pointed out that even i f some of the decisions 
taken by bureaucrats are now considered to 
. be wrong, these decisions were taken in 
good faith-their motivations were not 
. im prop er . It is possible that Iyer is correct, 

; though there is no way of knowing this 
from his note. Consider, for example, 
-Iyer’s opposition to my remarks on the 
decision to go in for 1,350 TPD capacity 
plants and bypass P and D. All that he says 
Is (hat “the then secretary (C and P) 
agonised for a long period over the 
choice., In view of the statistics cited in 
: fbootote six in my paper that ai 80 per cent 
capacity utilisation, smaller capacity plant* 
Of 900-1,000 TPD would be more coat 
: infective and imemationally 1,350 TPD 
Blasts were not yet the standard size. 




accounting for only 25 per cent of the 
plants in the world, I do not think it was 
improper on my pail to question the 
motivation of the decition in terms of its 
impact on indigenous R and D. If the 
decision-makers were genuinely bothered 
about indigenous efforts, then the benefit 
of doubt should have been given to P and D. 
which actually was not done. However it 
is possible that the bureaucrats in question 
genuinely believed that P and D should not 
be promoted. In that case, their honesty is 
of course not in doubt. 

(3) My statement, "thanks ultimately to 
the support of some senior bureaucrats 
and technocrats, some of whom later 
joined organisations like Bechtal and the 
World Bank...” was prompted by the fact 
that an influential chief of a public sector 
engineering consultancy firm joined 
Bcchtal. However a hureaucrat/tcchnocrat 
need not necessarily join an organisation to 
serve its interests. Hence deleting the above- 
mentioned statement from my paper docs 
not disprove the point in question. 

(4) Iyer contests my observation on the 
lack of planning for the public sector as a 
whole. He has missed my point. I did not say 
that while deciding on a new public 
investment project, its impact on the 
economy. on imports, etc. are not analysed. 
(The efficiency with which these are done 
can be questioned but that is a different 
matter.) What I meant was that there is no 
forum where a public sector project, is 
evaluated from the point of view of the 
impact on (he operations of the public 
sector as a whole. I gave the example of 
the rail coach factory at Kapurthala to 
argue how expanding/diversifying some 
existing PEs would *have been more 
profitable than setting up a greenfield 
project. The reports of the Project 
Appraisals Division of the Planning 
Commission, which Iyer mentions in his 
note and I also referred to, does not 
consider, for example, whether capacities 
set up for particu lar purposes and at present 
underutilised can be utilised for the new 
investments proposed. 


Calcutta 


SlJDtP Chaudhuki 


Archaeology Conference 

IN his article ‘Recovering, Uncovering or 
Forfeiting the Past* (November 19, 1994) 
among other things, Gaulam Navlakha 
questions the ethics of Inch an archaeologists 
who unlike their historian colleagues have 
done little to protest against the destruction 



of thq Babti ntaejiti. Throughout hi- 
indictment, Ntvtakhaquotes from aewral 
sources and provide! the necessitr 

references-with some conspicuous lapse 

One of these concents me directly. 

Navlakha refers to correspondence 
which he labels ‘a communication’ froni* 
Peter Ucko. He atao.refim to someth^ / 
Jack Golson ‘wrote*. Navlakha quo. [ 
extensively from these two sources but 
neglects to state what they are or the 
specific context in which they were written. 
These ‘communications’ are letters that 


Ucko and Golson wrote me enrlier this 


year. These were in response to my plea 
that action be taken regarding the fact 
that the WAC. which stands for the 
breaking of hegemonic domination ig, 
archaeology and n more critically self- 
conscious and reflexive undertaking ol 
academics, had heen taken over by peoplt 
known to be involved in the lahjuse o 
archaeology for political ends and in th 
chauvinistic and selective rewriting i ■ 
the past. 

I had circulated Ucko’s and Golson' 
letters and other related correspondence 
to some archaeologists and historians sc 
that the issue could be discussed 
comprehensively. It is rather ironic that 
Navlakha, in writing so ably about ethics, 
found it necessary to publish extracts from 
this correspondence without either citing 
the specific context within which it * „« 
written or getting in touch with me. I trust 
that Navlakha at least sought permission 
from Ucko and Golson lo quote from tlieir 
letters. 


Nanmni Rao 


Madras 


J Gaulam Navlakha writes: 

Nsndini Rao is correct that the qu 
from Peter Ucko and Jack Golson 
article were taken from the corresp 
between them and her. Howevaj 
correspondence was widely circuit 
that is how they reached me. What j 
were portions of direct relevance i 
issue I was discussing. They dealt> 
muter of public concent and 
reference to them needed nob 
permission, it is also necessary to (tat 
out that WAC-3 was provided targe \ 
funds. Besides, there was no s* 
condemnation of archaeologists 
article. The critical remarks pertained i, 
organisations and associations for hdnjf* 
unprepared and for starting so tale in the 
day with tlieir campaign against (he pro 
HIS archaeologists.] 
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;By Stealth 


T HE government has been fond of claiming dun it has 
successfully built a national consensus on its econo mic 
i policies when, in fact, it has consistently fought shy of 
t engaging in any form of discussion and consultation with its 
• critics, including the opposition political parties in parliament 
which among them today command the support of a far larger 
proportion of the electorate than does the ruling party. In the 
‘ case of India’s me m b er ship of the World Trade Organisation 
'(WTO), the just-established successor to GATT following 
' the Uruguay Round of trade negotiations, the government has 
'’carried this penchant for ignoring all opinion other than its 
• own to the point where it has not hesitated to throw 
k constitutional proprieties to the wind. In a premeditated ploy 
3 to bypass parliament, it waited for parliament’s winter 
, session to end and then, just days later, took brazen recourse 
; to ordinance raj to amend the patents and customs laws to 
. make them conform to the requirements of the WTO. The 
government authenticated the Uruguay Round agreement at 
Marrakesh in April last year and there was ample time and 
opportunity for parliament to discuss the consequential 
'legislation, especially the vital bill to amend the patents act 
which would have far-reaching implications Instead what 
we have now are the two ordinances presented to the president 
for his signature at the very last moment. 

The government’s unwillingness to face parliament reflects 
not just basic contempt for democratic procedures or even its 
apprehension, given that it does not command a majority in 
. the Rajya Sakha, that the necessary parliamentary approval 
might not be forthcoming. Above all, a debate in parliament 
would have exposed the lies and deceptions which ministers 
and other official spokespersons have been freely dispensing 
in the attempt to play down the* enormous compromises 
} vhkh this government - anxious to crawl when it was 
*t.'*tiaps required merely to bend, to employ an expression 
*’■ ry popular once in a different context - was led to make in 
me Uruguay Round negotiations. In the specific case of the 
law on patents, the g o vern m ent has been claiming ail along 
that die country had nothing to worry about immediately 
since India, as a developing country, would have the benefit 
of a 10-year nanaitkm period before having to accept product 
pa re nts in phst ma ceu dc a ls a n d agricultural chemical products. 
, Ho w e ver, as the ordinance to amend the patents act now 
makes aH too dear, the so-called transition period amounts 
4 to vary Hate b e caus e (1) the country has to put in place s 
mechanism lor receiving applications far prod u ct patents 
immediately thm the date of coming into fore* of the WTO 
agraenreaUlM is, January 1 thia year, and (2) once a product 
Is dre subject «Ta parent appheadon, die applicant refit hem 


Jaunty Trttftf 


the right of exclusive marketing of the product, which for ah 
practical purposes will be as good at product patera protec ti on. 
Transnational pharmaceutical and agricultural chemical 
companies should beexpected to iramediatety file applications 
for product patents here, gaining in the process the cadusivr 
right to market the concerned products in India and putting 
paid to the erstwhile patents law’s goal of encouraging die 
development of competing products through multiple 
processes. The implications for domestic industry and for 
Indian consumers in terms of the prices of advanced life¬ 
saving drugs, whose manufacturers will gain monopo ly 
marketing rights righlaway and full-fledged product 
patent protection in due course, should not be loo difficult 
to imagine. 

The text of the ordinance on the patents law refers to an 
expert group set up to suggest ame nd men ts to the law "to 
comply with our obligations and also to sa fe gua r d our 
interests”. In keeping once again with this regime's ways of 
working, the recommendations of the group have not been 
made public and the opportunity for an intonmed p u bli c 
debate on the minimum change* called for hi the raining 
patents law has been km as a result. W» it ready necessary, 
in amending the patents act. to go the whole bog as tbe 
government has done or were there, as was snggeared by 
GVRamakrishna. member of the Planning CrsTapiwii in. la 
a recent address to the Indian Drag Maaufsrtnren* Associa¬ 
tion. grey areas which could have been left to adjudiesuoa in 
due course by the WTO’s dirpurer renlemcm moctaaeua? 
More important, having in its wisdom come tothe c ou cl n t io a 
that there was no alternative to opening the floodgate * to 
product patents, it was incumbent upon the govt man at at 
least to initiate some advance action to meeUhetxmsequeaoes 
of the change - for instance, once again as pointed out by 
Ramakrishna, in term of providing inalihttional and financial 
support to the Indian pharmaceutical industry to file parent 
applications and defend them tenter countries andtodefend 
Indian applications and rhslhragc foreign appl i c a tions 
wherever wanasnad wKfa fee Ind i a n g reet s a a d re ri fi e i or of 
s t reng then in g the R and D effort of fire Inihan tadusuy. 
especially red ev e fo p ia g panatabtenredfcs na la i d bio-gtsaare 
products, which are sure to bn prime targets of dre drag 
m a fo a ertncuh . given fire rich variety of bj Oj p rerettcu — eri dl 
available hi our oonatty and fire bugs amber of uredfcM 
—ba re n ess u sed In tt reBrtn w l nrefiMnea. H o wev e r, hares* 
available evidence, usch finaresa we far reamed here fire 
panrean > current ooo os m s. Abo sow acowge even mere 
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rhreatfrom Environment 


ENVIRONMENT policies evolved out of 
the need to change unsustainable patterns of 
development? especially in developed 
economics. The impact of these policies on 
developing country economics has been, 
however, to move them lurtltcr away from 
attaining equitable and. therefore, sustainable 
development. There arc already signs of 
this trend which, with globalisation and 
liberalisation, will only gel .strengthened, 
unless rigorous criteria are applied to 
implementing environmenl-fnendly policies. 
The impact is likely to be even more disastrous 
in countries like India which had attempted 
until a decade ago to evolve industrial 
policies allowing for the growth of the stale 
ficctor and for indigenous entrepreneurial 
interests, especially in the small sector. 

The environment-oriented policies being 
evolved are applicable at various levels. They 
may be directed at making products more 
envno-fnendly and may require raw materials, 
additives, packaging materials, etc, to meet 
Specified standards and may brand certain 
products as ‘hazardous’ and even ban them 
altogether. These are largely food products 
and are likely to affect developing countries 
in several ways. For one thing, they may 
* affect exports of food or bio-products. For 
instance, pesticides standards applicable in 
the importing country may he more stri ngent 
than in the producing country. While there 
is certainly a need to make standards in 
third world countries more rigorous, often 
alternatives are not available or arc too 
expensive or may simply not be adequate for 
local conditions. Within the country (his 
would inevitably tilt the balance in favour of 
large multinational companies which arc in 
abetter position to tailor their products to 
. 'meeting these requirements. Similarly, there 
; is the issue of recyclability of packaging 
} materials - in most third world countries the 
. packaging industry is a new area of growth 
t and has yet to develop or introduce such 
materials. The packaging may also need to 
. be specially designed, again adding to costs, 
j ‘Again, these-may have to be imported. 
:■[ Similarly, there are sanitary and hygiene 
■j- requirements for food products and the use of 
/ certain agents in the processing, oraddiuves 
.’,xad dyes. Tt|e US, for instance, banned the 
V import of shrimps from Columbia because a 
: Chemical banned in the US was being used in 
the cleaning process. 

■ Another usual requirement is that 
information about the environmental impact 
of die product be printed on the product-a 
require m ent which will add to the cost. An 
UNCTAD report on the issue points out that 
the requirement for eco-labellingindcvcloped 
countries has so far tended to focus on 
productx which are “relatively less important 
;i in terms of international trade”, where 
jpfc v tel op in g country presence has been small 
t Of fate, however, (here has been a move to 



introduce eco-labelling on other products 
as well. For example, the European Union 
will be introducing the requirement in 
respect of certain textile items, especially 
T-shirts and hex! linen, which constitute 
major export items in third world countries. 

Process standards, such as energy use 
and pollution levels, will afTcct all sectors 
of industry, hut especially the small sector. 
Changing patterns of energy use in any 
industry involves large-scale improve¬ 
ments at all levels of the process, often 
involving redesign of machinery. In 
countries like India with a large and well- 
diversified small sector, these requirements 
will spell disaster for this sccior. Il is not 
(hat (he small sector cannot produce 
environment-friendly products or introduce 
changes. But this is possible only in an 
environment where the development of the 
sector is essential to the economy. As it is. 
even when the sector was being promoted, 
it was meant more as a symbol of the 
state's intention to encourage indigenous 
entrepreneurship, never as a significant 
component ol a developing economy. This 
becomes doubly evident now. with the 
sector having become a haven for those 
who wanted to avoid stringent standards, 
whether in the area of pollution control, 
process and equipment, labour practices or 
quality of products. 

Studies in India (quoted in (lie UNCTAD 
report) show that the cost of complying 
with environmental requirements depends 
on the scale ol operation and may not he 
very large for large firms, with cupuak 
expenditures having a pay-buck period 
of two to live years. The report has made 
certain suggestions - for instance, that the 
samll sector firms be granted time-bound 
exceptions in enforcing environment- 
friendly regimes, or collective initiatives 
be promoted for redesign of processes and 
even procurement of appropriate material, 
quality testing, etc. This can. however, 
come about only with initiative from the 
industry. But so far the small sector has 
shown hardly any interest in such moves, 
bogged down as it is in getting small and 
sectoral benefits from the state, which has 
done little to promote these initiatives. A 
case in point is the proposals u> set up 
collective testing laboratories which have 
got stuck because of the government’s 
lack of interest. In fact it is almost as if the 
state had written a requiem lor (he small 
sector by promoting it m the thoughtless » 
manner that it has. '* 

MAHARASHTRA 

Cosmetic Change 

A correspondent writes: 

"THE state? I am the state!’. said an emperor 
many centuries back. In the closing years of 
the 20th century, with a much more complex 
apparatus of powerand authority .a latterduy 
emperor coukJ very well say: The state? 


The p*ty?fhetn»de union? 

them'. 

Only a few days back, chief minister 
Shared Pawn of Maharashtra at a meeting 
of Congress Party workers in Bombay 
summarily announced the removal ol 
Shankarrao Jadhav from the presidentship 
of Rashtriya Mill Mazdoor Sahha (RMMS) 
and the installation in his place of Govindrao 
Adik. a trusted colleague of Pawar. RMMS 
the officially recognised trade uniotdof 
textile workers of Bombay, although atanro 
sympathetic to Congress, is nominally 
independent union affiliated U> the INTUl 
The irony of the situation where the 
replacement of its supposedly elects 
president is announced by the slutc chiri 
minister at a meeting of the Congress Pirn. 
in the presence of the president of INTtK 
was lost not only on those present hut il.- 1 
on political commentators. \ 

The existence of a separate regiorib 
Congress committee Tor Bombay has always 
been galling to the leaders of Maharashtra 
Congress. The RMMS and the Mathudi 
workers' union, both with strong con¬ 
nections with rural Maharashtra, have often 
acted as the hidden hand of the Maharashtra 
Congress in Bombay. Not surprisingly, 
these two outfits had been the first to jump 
to the defence of Pawar when his alleged 
connections with the criminal wortdWere 
making news. Congress leader* »l 
Maharashtra have always taken care in 
ensure that the leadership of these hodie' is 
in trusted hands. The lute Vasantdada Paul 
had installed a close relative of his in RMMS 
and now Pawar has put a trusted colleague 
ol many years, m all the parties adorned 
by Pawar, al its helm. 

The majority of the textile mills in Homhiv 
are cither sick or closed and the number <>t 
texiile workers has also gone <fe"»n 
substantially. Among the present work*' il 
is very doubtful if the majority is witl‘(e 
RMMS. (hough it continues to bAile 
officially recognised union, thunks tenth- 
peculiar laws framed by the Congreve 
government many decades back. Bat the 
textile mills hold valuable land in Bombay, 
worth thousands of crores of rupees to 
builders and business sharks. With the proven 
talent of the Pawar government for makinj 
available to builders prime pieces of landagl 
Bombay and its suburbs, the presidentship 
ol RMMS is crucial at this stage, not so 
tmuch to safeguard the interests of textile 
workers as to gel their ‘voluntary con¬ 
currence’ for relocating the mills in the 
distant suburbs so that the present sites can 
be handed over to the hoiWen. 

The criminal-political nexus in Bombay 
is most blatant in the real estate business and 
concerted efforts are afoot to get tut much 
land released to builders as possible. Thi» 
election of Jadhav as president of RMMS 
had been pari of the same efforts. 
Interestingly. Adik and a few other con¬ 
fidants of Pawar were in the original panel 
of Jadhav, but who discreetly dropped out 
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hi in the 

open. With the unspoken Messing* of 
political leaders ami the threat of use of 
muscle power, Jadhav did assume the 
presidency of RMMS. Now, one murder and 


te effectively reduced* need far 
people M> resort lo unlawful activities, lie It 
MtuiegKiig of fold or generadua of black 


severalotherinddentsconnected with textile 
mitts* land later, Pawar has replaced him 
with his trusted colleague. 

Interestingly, while Govindno Adik has 
become president of RMMS, Jadhav 
continues hi he in the executive as vice- 
president. The moral presumably is that if 
your criminal connections are too open, you 
can rise only up to vice-presidency and mi 
further - not while Pawar is nusnero unit. So 
far as the workers' interests are concerned, 
whether Adik or Jadhav is at the helm of 
RMMS makes no difference. In respect of 
the sale of the mills’ land, one may expect 
that the deals may be struck with a degree of 
finesse now. but for the same considerations 
as earlier. 

GOLD 

No Dent in Smuggling 

IP Ihc estimates just put out of the amount of 
gold that came into the country in I994 are 
reasonably correct, they should be cause for 
serious concern. 

Import of 280 tonnes of gold in 1994 
implies an increase of over 50 per cent 
within a period of three yean, with the 
smuggled quantity alone exceeding the 
estimated import in 1991 by over 10 per 
cent. Let us not forget that in 1991 there was 
virtually no authorised or legal import of 
gold. It was only in the 1991 budget that (he 
scheme permitting gold import as port of 
personal baggage was introduced, with the 
objective principally of reducing the pressure 
on the balance of payments caused by the 
massive smuggling in of gold. Since the 
legal gold import scheme did not quite lake 
off m the beginning, the Finance ministry 
gave in to pressure and halved the import 
duty originally fixed. Legal import of gold 
through this channel has undoubtedly 
spurted since, but not. it now appears, at 
the cost of smuggling but only in addition 
to it. Smuggling, as the latest estimates 
show, has gone on as before 

So the original objective of establishing 
an alternative channel of gold impart to 
meet what might be called the genuine 
demand far gold m die country has not been 
fulfilled. Of dburae, a view could be taken 
dial but far this channel, gold smuggling 
would, in the past three years, have been 
even larger and would have possibly 
exceeded the estimated toul import of 280 
tonnes tn 1994. In ttyu case, should not we 
he asking a more basic question? After all. 
dtedectMon to institute the channel for legal 
import of gold was nut a solitary decision: it 
was part of the whole package of measures 
Hi gl o b a lise the Indian economy which was 


money, in fact, as is well known, the two are 
very closely connected. The more black 
money (he economy generates, the greater is 
the demand for placing such money in 
assets which cannot easily be detected. 
Gold is one such asset. Could it not be that 
the continuing high demand for gold import 
reflects the generation of black money on a 
large scale and that too in spite of the sharp 
cuts in the rates of the direct taxes still 
extant and the abolition or ncar-abolitian of 
others? Questions will also have to be faced 
in regard to the sources of finance for the 
continuing gold smuggling. 

MEXICO 

Rebels Make Inroads 

WHILE the new president Ernesto Zedillo 
of the ruling Institutional Revolutionary 
Party (PRI) has taken over the reins of the 
government in Mexico, the Zapatista 
National Liberal ion Army (EZLN) of the 
Chiapas (hat revolted against the state on 
January I. 1994 has made quiet gams, 
both in strategic and political terms. At 
the same time, the new president has 
shown a willingness to negotiate with the 
rebels, a willingness that, nevertheless, re¬ 
mains tainted with a touch of machiavellian 
cunning. 

The strategic gains of the EZLN were 
demonstrated on December 21 when its 
troops look positions in 38 towns of the 
region, where they largely still remain In 
this context, what is significant is that most 
of these towns fall outside the area dial was 
so fur considered under die influence of the 
EZLN. The political gains made by the 
outfit in the lao one year can be gauged from 
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titefe# til* aMsfegh the Mexicw army *» 
hasp laced iisetf so as tocombm the rebels if 
mdi an eventuality arises, the g ov e rnm ent 
has preferred, so far. lo arrive at a negotiated 
settlement. To pursue this end. the president 
has set op a committee of legislators. At the 
same time, the government has granted 
recognition to an independent nine-member 
National Mediation Committee, headed by 
Samuel Ruiz, the Roman Catholic bishop 
sympathetic to the rebels. The extent of die 
political ground covered by the EZLN is 
reflected most of all in that die conflict m the 
Chiapas is now being treated as a national 
crisis by all shades of political opinion and 
the government is under increasing pressure 
to solve the crisis peacefully as was 
evidenced by the opposition leader and 
former presidential candidate Cuauhtemoc 
Cardenas’ questioning of the gov er n men t's 
intention of negotiating with the rebels 
while continuing a military hmid-up tn the 
region. As Cardenas rightly put it. increas¬ 
ing die troop levels in die impoverished 
Chiapas region belies die government's 
sincerity in its efforts to negotiate a ’stable 
trace' with die EZLN. 

The latest round of the conflict erupted 
when the rebels protested against the 
inauguration of the officially elected 
governor of the Chiapas who had indulged 
in electoral fraud. The election of Eduardo 
Robledo Rincon, belonging hi the r u l ing 
party, on August 21 has been challenged, 
loo. by Amado Avendann Figueroa of the 
Democratic Revolutionary Party f PRD) who 
was placed second. The EZLN has justi¬ 
fiably demanded the resignation of the 
governor as a precondition to a dialogue 
with die government. Its anginal demands 
in January last year included beats living 
conditions for the natiueChupaa population 
and democ r atic and agrarian reforms m the 
country as a whole. 
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Current statistics _ v " epw su««rch 


Equity(face* fcave of late experienced a pnedpiuec decline. While three month* ytfaa ftaB'tSenaax wamiBag 75 pec peat above the level 12 numb* 
nattier. the ria* over I2 month* a now only 7 per cent. The powerful corrective radon iM in epenttoe are mm to dsprac* equity price* forth** I* tko 
comb* week*. Waning ofFIU’ interest in Indian equities. the stoppage of renew*! fadbty far aoe-mecUted Am, the absence erf on alternative tobadh 
trading, stricter norms with regard lo segregation of brokers' and client*' account*, lariitence on proper ead-uae of ODR funds raised abroad and to 
la|s p ri mar y issues in die offlas have all affected liquidity and contained trading ia the secondary markets. 

Macroeconomic Indicators 
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Mem (1981-82-100) 
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Food Products 
Hood Index (computed) 

All Commodities (Average Basis) 
(ApNtDecember 17, 1994) 


Cast of Living Indices 
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1994 




Over 12 Months Fiscal Year So Hr I 
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276.9 
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10.0 

8.8 
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9.9 
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7.0 
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20.9 
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7 1 
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_ Variation _ 

Fiscal Year So Far 1993-94 

1994-95 1993-94 
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Fiscal Year So Far 1993-94 1992-93 1991-92 1990-91 

1994-95 1993-94 


13007.4 9753.0 27430 5385 10223 -1383 

4140,0 _ 3109 0 8724 _Ill 1MI -1137 
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IN THE CAPITAL MARKET 





EFW Reawfrch Komwto6on 


Thermax 

ESTABLISHED in 1966 as Wanson (India) 
Pvi. the company was amalgamated wilh 
Thermax India (Private) in 1980. changing 
its name (o Thermax Pv(. The company is 
one ol' the leaders in the hi-tcch and hi- 
growth areas of energy and environment. A 
multi-product, multi-division company, it is 
engaged in the manufacture of industrial 
boilers, energy conservation equipment, 
absorption chillers, water treatment plants 
and air pollution control and speciality 
chemicals. The locus is being laid on new 
high potential areas of cogeneration and 
captive power, absorption cooling and waste 
management. The company has a chemical 
manufacturing facility at Bhosan in Pune. 
A new state-of-the-art plant has been set up 
in Khopoli to double the manufacturing 
capacity. Apari from these, the company is 
intoelectrunic.s, post-harvest technology and 
control and automation equipment. The 
company has collaboration with reputed 
multinationals like Babcock and Wilcox. 
General Electric. Strothers and Bertram. 
Besides having a number ol patented products 
to its credit. Thermax has statc-ot-the-an 
products in fluid bed comhustion. direct lire 
chilling, hi-efficiency burners, nuclear grade 
resins and flow improvers. The company has 
a strong marketing network and its exports 
were Rs 46 cron: last year. It has been the 
recipient of the EEPC Export Award every 
year since 1988-89. Thermax is entering the 
capital market with a public issue ot 
61,12,500 equity shares of Rs 10 each at a 
premium of Rs 180 per share aggregating 
to Rs 11,613.75 lakh. The proceeds of the 
issue are u> be used for part financing the 
modernisation and expansion of its facilities 
at Chinchwad and its chemicals division at 
Khopoli. Part of the finance would he 
invested on the Research Centre for Energy 
and Environment at Chinchwad. The 
company also plans to repay loans/defcrrcd 
credit and fixed deposits of Rs 5.93 ernre. 

' The project has been appraised by ICICI and 
. (he total cost is estimated to be at Rs 12.038 
lakh. The company has internal accruals to 
i the tune of Rs 424 lakh and the public issue 
' i would fetch Rs 11,614 lakh which adds up 
- to the estimated cost of the project. The issue 

is slated to open soon and is being lead 
. managed by Enam Financial Consultants 
and ICICI Securities and Finance Company 

. Indian Dyestuff Industries 

■:'>4';l**a» Dyestuff Industries, the flagship 
.company of (he Sun-Gracc-Mafallal 
■Gkoup. is engaged in the manufacture of 

Fr- 
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a wide range of dyestuffs, pigments, 
optical whiteners. dye intermediates and 
industrial chemicals. The company is 
entering the capital market on January 19 
with a public issue of 73 lakh equity shares 
ot Rs 10 each at a premium aggregating 
Rs 5.919 lakh comprising 29,60.000 
equity shares at a premium of Rs 80 per 
share to FIls/Fls/MFs on firm allotment 
basis and 43,40.000 equity shares at a 
premium ot Rs 65 per share to the public 
and permanent employees. The company 
plans to modernise its existing manu¬ 
facturing facilities. The proceeds of the 
issue arc to he used for the modernisation 
programme and to liquidate a part ol 
high cost short-term borrowings. The 
company does not have any brand of its 
own hut nevertheless has a number ol 
registered trade marks. It has an esta¬ 
blished marketing network. The issue is 
to he lead managed by DSP Financial 
Consultants. 

Southern Fuels 

Southern Fuels, promoted by i he Choc hums, 
is engaged in coke and coal mining business. 
The company proposes to set up a new 
plant in the at Sipcot Industrial Area in 
Tamil Nadu for the manufacture of 24.000 
tonnes per annum of low ash metallurgical 
coke from imported coking coal hy using 
the beehive coke oven technology. This is 
the first project of its kind in south India. 
The raw material required for the project 
is to be imported from Australia. For this 
the company has entered into an agreement 
with Glcncorc International AG. The 
project has been appraised by IDBI and the 
cost is estimated to be at Ks 6.5 ernre. 
IDBI is participating in (he project by 
granting a term loan ol Rs 275 lakh. To 
part finance the issue the company is 
entering the capital market with a public 
issue of 18 lakhcquity shares of Rs iOcuch 
at par aggregating Rs 180 lakh. The net 


offer to the public would be ol II .54.500 
equity shares of Rs 10 each at par 
aggregating Rs 115.45 lakh. The project 
being located in a state notified backward 
area, the company is entitled to a state _ 
subsidy of R K 20 lakh. The issue is 
slated to open on January 18 and the issue 
is being lead managed hy Kotak Mahindru 
Finance. 

Reliance Capital 

Reliance Capital and Finance Trust is 
promoted by Reliance Industries (RIL). 
The company is an accredited category I 
merchant hanker and a member of OTCF.I. 

At present the company is involved uv* 
fund-based activities like leasing, 
investment hanking, securities trading, 
market making, hills discounting and 
intercorporate deposits. Its fee-ha sed activi¬ 
ties arc underwriting, issue management 
and corporate advisory services. Thc_ 
company is now expanding its activities 
into leasing, hill discounting, merchant 
hanking and securities trading including 
market making at the OTCEI. It is entering 
the capital market on January 16 with a 
public issue of 4.28.57.200 equity shares 
of Rs 10 each at u premium of Rs 1t(> per 
share aggregating Rs 600 crorc Of this 
issue the net offer to the Indian public 
would be of Rs 161.79.38 lakh. The issue 
is being made to finance its growth and 
diversification and to strengthen Us equity 
base and net worth and thus enhance its 
ability to leverage. Part ol the funds 
would he used for purchasing property. 
Some of the company's funds would 
also he deployed to its subsidiaries. The 
issue is to he jointly managed b> ICICI „ 
Securities and Finance, SBI Capital 
Market. J M Financial and Investment 
Consultancy Services. Jurdine Fleming 
India Securities. Enam Financial Consult¬ 
ants. Conaru Bank. PNR Capital Services 
and Deutsche Bank. 


For the Attention of Subscribers and 
Subscription Agencies Outside India 

li has coinc i<> our notice that a targe number ol subscriptions to ihc EfW (nun outside 
the country together with the subscription payments sent to supposed subscription agents 
in India have not been forwarded to us 

We wish lo point otu m subscribers and subscription agencies outside India that all foreign 
subscriptions, together with the appropriate remittances, must he forwarded lo us and not 
lo unauthorised third parties tit India. 

Wc take no responsibility whatsoever hi respect of subscriptions not registered with us 

Mxnaomi 


January 7. 1995 
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COMPANIES 


IBP INDUSTRIES 

Mqjor Restructuring 

JBP1NDUSTRIES engaged in thetexturieing 
business has done well in 1993-94 with net 
sales going up by 15 per cent, operating 
profit by 32 per cent and net profit by 61 
per cent The margins would have even 
higher but for the decrease in non-operating 
surplus by 433 per cent and other income 
by a 15 percent. The company has declared 
a 21 per cent dividend for the year. Exports 
were up by 24 per cent while imports rose 
by 238 per cent. Debt-equity ratio came 
down sharply from 116 per cent in 1991-92 
to 24 per cent in 1992-93 and 14 per cent 
in 1993-94. Short-term borrowings to inven¬ 
tories ratio fluctuated between 101 per cent in 

1991- 92 84 per cent in 1992-93 and 116 per 
cent in 1993-94. While sales to total assets ratio 
rose from 56 per cent in 1991-92 to 100 per 
cent in 1993-94. sales to gross fixed assets ratio 
fluctuated between 194 per cent in 1991-92. 
223 per cent in 1992-93 and 209 per cent in 
1993-94. Remuoenfiontoemploycesdcclined 
margin al ly in die three years. 

The company underwent major restructur¬ 
ing in 1993-94. It had five divisions in 

1992- 93. viz, yam, trichloroethylene (TCH). 
dyes and dye intermediates, pharmaceuticals 
and exports. It is now expanding and con¬ 
centrating on its core business, textiles and 
bulk drop. The TCH and dyes and dye 
intamediate divisions were sold off and the 
funds were used to pay off high-cost term 
loans. The company is expanding the yam 
division by increasing texturising and twist¬ 
ing capacities from 9.000 tpa to 18.000 tpa 
to cater to the demand of the small and 
medium size weavers located in and around 
Surat and Bhiwandi. At a backward integra¬ 
tion programme, an 18,000 tpa POY project 
is being set up. The yam division of the 
company has fared well with production of 
(exturised and crimped yam increasing by 
1938.892 mt. The pharmaceutical division 
too registered an increase in production of 
bulk drugs by 43.5 mt; production of drug 
intermediates increased by 92.51 mt. The 
company is expanding and doubling its 
ampicitlin and amoxeylin capacities. The 
company hat entered into a joint venture 
with Pharmactemfe of Sri Lanka for the 
manufacture of bulk drogi and formulations 
JBP will provide technical know-how from 
time to time for manufacturing the entire 
range of bulk drugs. The plana and machin¬ 
ery required for the project is to be ex¬ 
ported by JBF India. The company also has 
a joint venture with Borisovskij Zavod 
Mnrticinskikh Preparotov of Russia for sup- 
pty and erection of a vial fining plant for dry 
inj e cti on powder on a turnkey basis. The 
project hi tit an advanced stage of implemen¬ 
tation and it ex p ec ted to be rotun d Mfo ttfrt 
won. Under the arrangement the Russian 




counterpart is to buy bulk drugs from JBP 
for the next five yean. 

KEC INTERNATIONAL 

Record Production 

An RPG Group company, KEC International 
is engaged in power transmission and turn¬ 
key projects, petrochemicals, cotton yam 
and merchandise export. The company has 
done weH in 1993-94 with net sales increas¬ 
ing by SI per cent, operating profit by 54 
per ecru and net sales by a whopping 113' 
per cent. The increase in other income and 
decrease in depreciation and interest charges 
were balanced by a fail in non-operating 
surplus. Moreover, the company had to pay 
tax of Rs 5.8 crorc. There has been a notice¬ 
able increase in selling commission by 254 per 
cent. A 35 per cent dividend was declared for 
the year. Exports increased by 155 per cent 
while imports were up by only 36 per cent 
Debt-equity ratio, after a decline in 1992-93 
to 60 per cent from 84 per cent in 1991-92. 
has now risen to 71 percent m 1993-94. Sales 
to total assets ratio rose from 46 percent in 
1991-92 to 86 per cent m 1993-94 and sales 
to gross fixed assets ratio has gone up by 196 
percentage points at the past three years 

The company, one of the leading players ui 
the international market m the field of power 
transmission line, has achieved an til-time record 
in the production and despatch of transmission 
line lowers Construction activity both in indu 
and abroad contributed to the high turnover of 
Rs 52 crorc The Cetex division contributed 
Rs 19.71 crorc to the turnover. The market for 
MEK is buoyant and the unit is said to he 
working at foil capacity. KBC International is 
planning to set up a new plant at Nagpur to 
meet the massive export orders in hand worth 
more than Rs SOOcrore. For achieving the pro¬ 
jected turnover of Rs 500 crorc by 1997-98 
from the present Rs250crorc, the fonts is being 
had an technology improvisation, increasing 
plant size, automation, modernisation aid wmte 
control, besides increasing both do m esti c and 
mtematitnri market share. 

For the six-month period ended Sep¬ 
tember 30,1994 net profit was up by 82 per 
cent. Sales in this period were up by 41 per 
cent. The company recently recom m ended 
bonus shares in the ratio of 2.1. 

At a pan of its energy conservation 
prognutanc an automatic power factor correct- 
ing unit has been installed and capacnor* to 
maintain power factor of 0.94 and tixwe have 
been provided for. To reduce the wattage of 
ndiaet beta energy, tire gal rent ting bath is 
covered with thick tnrolanng sh oot s during 

fCCCM Mi 

The company in vetted Rs 32 lath for 
R and D activities in 1993-94. The tower 
division experimented vrith ways of nxhc* 
Im tine and acid commotion Thacomna- 
ny ha* aleo iavested in computet isa tion of 



planning data, in addition to extending the 
computer network to all locations. Ax a remit, 
its Jaipur factory now has one of the lowest 
zinc consu mp t i on s us the Indian industry. 

KINETIC ENGINEERING 

New Models 

Kinetic Engineering, the Pune based two- 
wheeler manufacturer, posted an increase in 
net sales by 6 per cent and in net profit by 
22 per cent in 1993-94. Operating profit was 
marginally down by I percent The 15 per 
cent decrease in taxation. 18 per cent decline 
in interest charges and increase in non-op¬ 
erating surplus of R* 10 lakh all helped in 
holding the margins at the puma level. 
Exports were up by 75 per cent while imports 
increased by 241 per cent. A 30 per cent 
dividend was announced by the company. 
Debt equity ratio, steadily declined from 
55 per cent in 1991 -92 to 27 per cent In 
1992-93 and 18 per cent ia 1993-94. Short¬ 
term bank borrowings to inventories ratio 
has fluctuated over the past three yean 
between 26 per cent in 1991-92,53 percent 
in 1992 93 and 39 pet cent in 1993-94 Sales 
to total assets and sales to gross fixed 
assets ratios have declined over the past 
three years. Remuneration so employees hat 
been steady at 36 to 39 per cent 

KEL experienced a fall in the safes of its 
Luna moped* by 86 JO I vehicles in a span 
of five yean. .In 1992-93 X lost out its Sop 
skit to TVS Suzuki which sold over 1.16 lakh 
vehicles compared to M0 lakh Kinetic 
vehicles that year Also, the group tie-up 
with Honda MosorCompany of Japan. Kinetic 
Honda Motors (KHML), tun ns Kinetic 
Honda KH100 brand scooters safes fed from 
82.526 vehicles in 1991 to 66J79 in 1993 
Company sources attribute the th ecl i m c la 
sales to the general recession iu the automo¬ 
bile industry. With the industry now conuag 
out of recession, the company expects safes 
to increase. Honda Motors recently mcscaaed 
its stake in KHML to 51 per cool KHML 
is now befog managed by S Nakas and. with 
larger Japanese iavnhwuient. greater inflow 
of engineering technology from Honda 
Motors is expected 

The company pirns so expand es capacity 
and nonmqiKMdy Rs 60-70 eras* n bemg 

capacity foam ISjOOO vehicles per mauds to 
ZSjOOD vehicle* per mentis. Wait has tirendy 
sewed endrenew 12 tefch vehicles per mesum 
r e p n rtyp fenttobeseitti>inl lh ine>.whi ih a e i 

pan? pfeas » modify tb exuang Urns medals 
and two new models have efoeedjt been de¬ 
signed. A 7Jcc tw o e s ro ht scooter, branded 
Kinetic Pride, wm tauachad to No ussier 
1994. Another73ocmabi«.KineticLera,* 
tobe 
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Financial Indicators 
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1994 
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1 Net sales 

15172 

13157 

25447 

16853 

10189 

9601 

11961 

9931 

43499 

35768 

2 Value of production 

15260 

13620 

25713 

16939 

10427 

9423 

12257 

10067 

43499 

35768 

3 Other Income 

265 

314 

247 

165 

231 

332 

334 

171 

1421 

1464 

4 Total income 

15525 

13934 

25960 

17104 

10658 

9753 

12591 

10238 

44920 

37232 

5 Raw material s/stores and spares 

9470 

5820 

12886 

6878 

5613 

5049 

6806 

5790 

1062 

933 

consumed 

3662 

6005 

3131 

2947 

691 

684 

1088 

726 

23108 

23222 

6 Other manufacturing expenses 

181 

179 

2806 

2221 

1132 

1026 

1882 

1584 

3948 

3775 

7 Remuneration to employees 

434 

592 

3537 

2729 

1433 

1187 

1584 

1125 

7528 

757 

8 Other expenses 

1778 

1338 

3600 

2329 

1789 

1809 

1231 

1013 

9274 

8545 

9 Operating profit 

311 

319 

833 

1237 

331 

408 

566 

546 

5490 

5562 

10 Interest 

1451 

1016 

2788 

1299 

1468 

1390 

786 

499 

3872 

3405 

11 Grou profit 

316 

314 

404 

452 

648 

622 

114 

233 

2930 

2788 

12 Depreciation 

1135 

702 

2384 

847 

820 

768 

672 

246 

942 

617 

13 Profit before tax 

0 

0 

579 

0 

266 

314 

135 

60 

O 

0 

14 Tax provision 

1135 

702 

1805 

847 

554 

454 

537 

186 

942 

617 

13 Profit after tax 

263 

176 

581 

325 

90 

85 

231 

151 

690 

590 

16 Dividends 

872 

526 

1224 

522 

464 

369 

306 

35 

252 

27 

17 Retained profit 
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18 Paid-up capital 

1252 

1252 

1661 

1661 

345 

288 

1247 

845 

5661 

3314 

19 Reserves and surplus 

7194 

6328 

7959 

6894 

3785 

3149 

9839 

9180 

19785 

13770 

20 Long term loans 

1265 

1857 

6831 

5146 

765 

937 

2002 

2919 

35836 

34918 

21 Short term loans 

4038 

2193 

508 

1101 

2537 

2102 

891 

922 

♦ 963 

870 

22 Of which bank borrowings 

2649 

1653 

4 

0 

978 

1037 

687 

555 

963 

870 

23 Gross fixed assets 

7259 

5891 

6688 

6007 

9101 

8118 

14679 

14041 

63549 

58150 

24 Accumulated depreciation 

1178 

914 

2776 

2428 

6393 

5750 

3835 

3548 

15776 

12876 

23 Inventories 

2269 

1951 

4328 

3067 

2459 

1933 

2241 

1879 

4675 

4816 

26 Total asscts/liabiliues 

15126 

13408 

29280 

23195 

9504 

7983 

16520 

15821 

77895 

67814 

27 Excise duty 

44 

49 

971 

902 

1317 

1430 

277 

270 

0 

0 

28 Gross value added 

1930 

1514 

6428 

5054 

2858 

2725 

3293 

2627 

12652 

12362 

29 Total foreign exchange income 

1894 

1526 

16165 

7276 

1127 

643 

266 

75 

0 

0 

30 Total foreign exchange outgo 

1245 

388 

6381 

3259 

584 

188 

1106 

564 

1076 

902 

Kay financial msd performance ratios 











31 Turnover ratio (sales u> total assets) (%) 

100.3 

98.1 

86.9 

72.7 

107.2 

120.3 

72.4 

62.8 

55.8 

52.7 

32 Sales to total net assets (%) 

110.3 

113.1 

150.1 

113.9 

137.1 

148.3 

85.6 

71.6 

69.9 

67.7 

33 Gross value added to gross fixed 











assets (%) 

26.6 

25.7 

96.1 

84.1 

31.4 

33.6 

22.4 

18.7 

19.9 

21.3 

34 Return on investment (gross profit 











to total assets) (%) 

9.6 

7.6 

9.5 

5.6 

15.4 

17.4 

4.8 

3.2 

5.0 

5.0 

. 33 Gross profit to sales (gross margin) (%) 

9.6 

7.7 

11.0 

7.7 

14.4 

14.5 

66 

5.0 

8.9 

9.5 

36 Operating profit to sales (%) 

11.7 

10.2 

14.1 

13.8 

17.6 

18.8 

10.3 

10.2 

21.3 

23.9 

37 Profit before tax to sales (%) 

7.5 

5.3 

9.4 

5.0 

8.0 

8.0 

• 5.6 

2.5 

2.2 

1.7 

38 Tax provision to profit before tax (%) 

0.0 

0.0 

24.3 

0.0 

32.4 

40.9 

20.1 

24.4 

00 

0.0 

39 Profit after tax to net worth 











(jmt*ra on equity) (%) 

13.4 

9.3 

18.8 

9.9 

13.4 

13.2 

4.8 

1.9 

3.7 

3.6 

40 Dividend (%) 

21.00 

21.00 

35.00 

25.00 

30.00 

30.00 

22.00 

20.00 

18.00 

18.00 

41 Banting per share (Rs) 

9.07 

5.61 

10.87 

5.10 

16.06 

15.76 

4.31 

2.20 

16.71 

18.84 

42 Book value per share (Rs) 

67.5 

60.5 

56.0 

49.5 

119.7 

119 3 

88.9 

118.6 

459.0 

535.2 

43 PfE ratio (based on latest and 











corresponding last year’s price) 

8.3 

17.2 

27.6 

21.$ 

14.9 

159 

13.9 

22.1 

3.7 

29.7 

44 Debt-equity ratio (adjusted for 











revaluation) (*) 

15.0 

24.5 

73.4 

62.6 

18.5 

27.3 

18.1 

29.1 

140.8 

204.4 

43 Short tom bank borrowings to 











inventories (*) 

116.7 

84.7 

0.1 

0.0 

39.8 

53.6 

30.7 

29.5 

20.6 

18 1 

46 Sundry creditcn to sundry debtors (%) 

23.3 

39.2 

59.1 

50.6 

50.2 

42.3 

200.9 

230.1 

100.9 

125.5 

47 Total remuneration to cnytoyoes 











to gross mine added (%) 

9.4 

11.8 

43.7 

43.9 

39.6 

37.7 

57.2 

60.3 

31.2 

30.3 

48 Total nauintrafion to employees 











to value of production (%} 

1.2 

1.3 

10.9 

13.1 

10.9 

10.9 

15.4 

15.7 

9.1 

10.6 

49 Grim fixed assets formntion (%) 

23.2 

33.1 

11.3 

13.8 

12.1. 

6.2 

4.5 

3.3. 

9,3 

5.8 

Growth in inventories (%) 

16.30 

34.83 

41.12 

6.46 

27.21 

-20,39 

19.27 

-l.il 

-2.93 

3 41 
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begtatakmaiwWtWtilibinMarch. the 
vehicle fat to be priced at Ra 20000 which b 
hatfthepriceofOthte m otorcyclea In the market 
The company alio plan* to manufacture an 
in(Saenou»IOOccmoK«^defofthe rural marlua 
and an intra-dty car which is to cost around 
Rs 60000. 

The company invested Rs 56 lakh an R and 
Dacti vines in 1993-94. One of the major rauhs 
of iu R and D was the Kinetic MerUn which 
has a home computer, hi-fi stereo and a TV. 
and can alto cany out the functions of a 
modem. 

KOTHAR1 INDUSTRIAL CORPORATION 

Expansion and 
Modernisation 

The Madras-based multiproduct Kothan In¬ 
dustrial Corporation (KICL) has done wd I with 
the net sales posting an increase of 20 per cent, 
operating profit of 21 per cent and net sales 
of (86 percent. The increase in other income 
by 95 per cent, nun-opcraling surplus by 27K 
per cent and decline in depreciation by 55 per 
cent balanced the increase in taxation by 125 
per cent and interest charges by 3 per cent. 
Exports rose by 268 per cent and imports were 
up by 101 per cent. A 22 per cent dividend was 
declared for the year. Debt-equity ratio of the 
company fluctuated at a II per cent in 
1991-92, 29 per cent in 1992-93 and 18 per 
cent in 1993-94. Shon-tcrm bank borrowings 
to inventories ratio loo fluctuated at 50 per cent 
in 1991 -92.29 per cent in 1992-93 and .30 per 
cent in 1993-94. The company's return on 
investment has improved marginally in the 
past three years. Remuneration to employees 
has declined in the past two years. Invqpiones 
experienced sharp fluctuations, (hey fell by 
1 per cent in 1992-93 compared to a nsc ot 
145 per cent in 1991-92 and rose by 19 
percent in 1993-94. 

Despite the shortage of cotton and the 
unprecedented price nsc in cotton prices in 
the latter pan of the year, the division per 
formed well As a continuation of the 
modernisation programme certain nng frames 
were replaced with the latest long nng Irames 
With a view U) exporting high international 
quality yam three auto concrx and three auto 
levellers were imported and were commis¬ 
sioned in July/August 1995. The plantation 
division saw 1.13.3 tonnes of coffee being 
harvested in 199.3-94. Free sale quota for 
coffee has been increased to 50 per cent 
against 30 per cent in (he previous year and 
through direct marketing of this quanta y the 
company was able to realise more. More¬ 
over. the minimum release price was revised 
upwards by the Coffee Board. With a view 
of raising profitability, the company has been 
growing pepper, cardamom, mango, orange 
andaapoua. During the year 30.44 lakh kgs 
of tea waa produced as agarnat 26.79 kgs in 
the previous year. The decline in tea prices 
has beetf affecting the division's profit abil¬ 
ity. During the year the company directly 
exported 1.14,400 kgs of made tea. 


‘ The fertiliser division, besides marketing 
its manufactured products, also marketed 
imported muriate of potash. Trading in pes¬ 
ticides has also commenced. The phosphate 
factory at Ennoce was gi ven the environment 
protection sward by the Fertiliser Associa¬ 
tion of India. The granite division's turnover 
was Rs 217-39 lakh. The division has been 
exporting prooesaedproductslike monuments 
and random slabs and also rough blocks. The 
expansion of the monument plant was com¬ 
pleted in March 1994. The granite tile plant 
with 25.000 sq mu of tiles per annumcapactty 
commenced commercial production in June 
1994. To minimise the electricity cost the 
company has erected and commissioned a 
wind mill near Tirunelveli. The company is 
also in the process of implementing a project 
for the manufactureofbeerin Andhra Pradesh. 

AHMEDABAD ELECTRICITY 

Higher Power Generation 

Ahmedabad Electricity Company (AECL). 
has done well in 1993-94 with net sales going 
up hy 21 per cent, operating profit by 8 per 
cent and net profit by 52 per cent. The 
company'sbottomline w mild have been even 
better but for the decreased other income by 
3 per cent, non-operating surplus by 79 per 
cent and increased depreciation by 5 per cent. 
The company declared a dividend of 18 per 
cent for the year. Debt-equity ratio fluctuated 
at 194 per cent in 1991-92. 204 per cent in 
1992-93 and 140 per cent in 1993-94. 
Remuneration to employees has marginally 
declined over the past three years 
The overall generation of 2869 mu was an 


imp rovement over 2722 mu g e n e rated in 
1992-93 vritHe sales moated by 183 nw in 
the year The dome of the testae mdL 
adversely affected the HT cons u mers to LT 
con su mers ratio which impend uanrausti cn 
and distribution losses on the company. But 
an increase in sales to both HT and LT con¬ 
sumers was registered in 1993-94. The gas- 
baaed power pUm at'Vatwa continued to suffer 
due to inadequate gas supply. To arrest the 
worsening situation the company is planoMf 
to convert the system from a ttngk: fad bred 
toamuUipieftredsystem.for whichRs 1 Ocrore 
is being invested. The powerpiant at Sabarmati 
was plagued with problems due to failure in 
generatix transformer for the fourth yar The 
stagnant situation in the HT textile units and 
increase in outstandings Irian central and Mate 
government owned textile mbs further aggra¬ 
vated the ntuteion. As per (he c om pa ny 's 
protections, by the end of die century there 
would be a gap between demand for power 
in Ahmedabad and Gandhinagar and the 
company's genemmg capaosy of 300 MW. 
To overcome this shortfall, die company plans 
to add another 250/300 MW of generabqg 
capacity. According to die company, die fly 
ash division hK-donc exceedingly web and the 
company is confident that n would regt n er 
sales of Rs 100 lakh in the current year. 

The company invested Rs 2 lakh on its 
R and D activities m J993-94. It pioneered 
the usage of ST A-clean coating on insula¬ 
tors and equipment of 66 KVswitchyard and 
EHV lines, non-con vent Kina) type ol I KV 
hybrid straight through joints and 11 KV 
XLPE insulated unscreened conductor AH 
the technology imported in the past 10yean 
is claimed to have been absorbed. 
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CHANGING STATUS AND ROLE OF WOMEN 
IN INDIAN SOCIETY 

Editors 
C Chakrapani 
S Vijaya Kumar 

This edited volume provides a valuable discussion an the stilus and role of 
development of the society. With the changing times, die traditional roie of women has 
changed from child bearing and rearing ip bread-earner. In fact the book brings under 
the cover the role of women in the changing society and their changing roles under the 
broad categories of I Icailh, Education, Employment, Politics, Popular Movement* and 
Developments. 


1994,361p, references; 22x14 cm ISBN 8J-SS880-27-1 
Send your orders ms d write for compteie cafotogme to : 


Rs 45000 


M D Publications Pvt Lt» 

11 Duyr Oaid, Nw Dvthi-IIO Ml 
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RANDOM REFLECTIONS 



Who’s Afraid of Liberalisation? 

Araa Ghosh 

Liberalisation in the hands of the government of India is today the 
sum of (a) ‘globalisation ’ and (b) ‘privatisationBoth are ideological 
stances unconnected with genuine ‘liberalisation ’ of the economy or 
polity. 


THE economic reform policy, initialed in 
July 1991 and pushed through with 
conflicting policy pronouncements but 
unidirectional policy actions thus far, 
is variously described as economic 
liberalisation, globalisation of the economy 
and economic reform policy. Reform 
extends to diverse sectors of the economy, 
including industrial reform - extending to 
the privatisation of public enterprises - 
trade liberalisation, financial sector reform 
and fiscal stabilisation. The popular view, 
created by the media, is that what we are 
witnessing is liberalisation. To the common 
man, the idea is associated with the end 
of ’licence raj' or of 'permit raj’ and. to 
that extent, the idea is popular. To the 
extent the ongoing reforms are directed to 
ending the'discretionary' licensing system, 
no one - at any rate not many - have 
Objected. However, the view that the on¬ 
going economic reform policy is essentially 
directed to ending ‘licence raj* (which has 
been popularised by the official publicity 
machinery) is totally erroneous. Hence, 
there is good reason for attempting a 
dissection of the reform policy, even though 
this has been attempted earlier. Anyhow, 
it appears to be worthwhile attempting an 
examination of whether and to what extent 
the present reforms are consistent with 
‘tibenlisation*. for today any policy action 
initiated by the government is promptly 
defined as part of the policy of economic 
liberalisation. 

Such a dissection is necessary because 
disinformation is not confined to the media,' 
it affects many people who may be ex pected 
to know better. In a recent reunion of some 
friends meeting after some 20 years, one 
(who has been living abroad for some two 
decades) questioned me as to how I - one 
of the original initiators of liberalisation 
of the Indian economy, pace the 
introduction of a cement pricing policy 
to gradually remove the price 
control over cement, a similar policy for 
steel,.and of the recommendation (not 
accepted) tor gradual elimination of the 
myriad controls over sugarcane and sugar 
production, distribution and pricing, the 
author of the Dagli Committee report on 
<3(Mtreis and Subsidies (J979), consigned 


by the government to the dust heap of 
history - could become a relentless critic 
of the economic reform policy. My simple 
answer was: ‘Who’s afraid of liberalisation?’ 

Let us re-examine the issue. What is 
liberalisation? And how do we justify what 
is happening in the name and guise of 
liberalisation? Let us attempt to answer the 
question in a novel way. Instead of a dull 
essay on the subject - since many people 
have written more interestingly on this 
topic - let us pursue the line popularised 
by many (recent-in-memory) contests. Let 
us use of a panel of three judges (who 
would, for the present, remain unnamed) 
to choose the most anti-liberal among 
policy-makers in India today. And. in line 
with the practice in such contests, we would 
start with the third runner-up, go on to the 
second runner-up, the first runner-up and. 
finally, end up with the champion. This 
procedure keeps up suspense, it heightens 
interest in what would otherwise be a drab 
essay. 

But let us first define the parameters. 
What is 'liberalisation'? As per the Shorter 
Oxford English Dictionary, to ’liberalise’ 
is “to free from narrowness; to enlarge the 
intellectual range of’. Edmund Burke used 
the term in two contexts: speaking of a 
certain law, he said “it is not apt... to open 
and to liberalise the mind”, and in 1848 
he said “Russia must liberalise or be 
convulsed”. (How prescient Burke was!) 
Anyhow, note the emphasis: “to open and 
to liberalise the mind”. So we would identify 
liberalisation with steps to liberate both the 
polity and the economy of the country. The 
two gotogether. And, there is a distinction 
- a very clear distinction - between 
liberalisation and many elements of the 
ongoing economic reform policy. We must 
ask: how can we liberate the polit/of India 
(from the diverse narrowness increasingly 
in evidence)? lYow can we liberate the 
minds and release the energies of the vast 
multitudes of the people of this country? 

6o, let us have a contest to see who among 
the top policy-makers is afraid of 
liberalisation. Who is it we can honour as 
the champion of liberal thought and ideology? 

For the third runner-up position, our 
pearl of experts has come up with several 


oantes, Who run very close to each other. 

In the final run-up, throe contestants ran 
each other quite 'close; but eventually, 
information minister K P Singh Deo was. 
awarded the honour. (Let us keep the other 
two unnamed.) 

To many of us, the choice would be a 
surprise. Why drag in the information 
minister as one afraid of liberalisation? 
What has he said or done? Well, K P Singh 
Deo is in charge of the official media, 
namely, the Doordarshan and the All-India 

Radio, and thereby hangs a tale. Those who 
prefer to watch the Doordarshan (in 
preference to CNN or Star TV) are now 
forced to readjust, for the numerous existing 
channels of the Doordarshan have started 
enthusiastically to beam the MTV for hours _ 
on end during the evening hours on the 
metro channel; and all types of sleaze, 
violence and sex (now the most important 
features of Indian movies) or ribald slapdash 
are on regular display on other channels. 
And those who acquired a radio set with 
the introduction of the FM channel (in ’ 
order to listen to classical Indian music) 
have to now hastily shut down their radio 
set because the FM channel beams only 
‘philmy gaane'. If you want to hear good 
classical music, please order your own 
private record player. LPs, or cassettes and 
tape-recorders: and. for the more modern, 
compact disc systems. 

Why is the information minister so 
desperately concerned about the cultural 
invasion' from the skies that he needs must 
Indianise the invaders’ culture? Do the 
people of this country have any say in 
regard to the type of programmes broadcast? 
Would the information minister hand over 
a channel to each slate government? Or 
introduce different channels (of music) for 
different tastes? That would be to liberalise. ” 
to decentralise, to open up the mind. 

But obviously concepts vary. The sharing 
of the authority to broadcast (with the states, 
or the people) is farthest from the present 
government’s agenda. The satellites -have 
now made it impossible to keep out the likes*, 
of Star TV (although France has said ‘no’ 
to cultural invasion from the US; and nearer 
home China has virtually banned satellite 
TV - by twining private dish antennae - 
and made a deal in regard to programmes 
in Mandarin). So Doordarshan has to 
compete; it has to make adeal with the Hong 
Kong-based MTV. What is next on the 
agenda? We do not know, because the third 
regular channel - announced with fanfare 
as commencing from October 2, Mahatma m 
Gandhi’s 125th birth centenary - is still to 
appear, for reasons not made public. 

In any case, transparency of policies ha* 
never been a part of the Indian government’* 
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inthewdangovenimeot.toKPSiofhDeo 
rrwri go the honour of creating (successfully 
or otherwise) • smokescreen in regard to 
alt policies and actions of the union 
government. 

K P Singh Deo has reason to be afraid 
of liberalisation. He is probably incom¬ 
petent. unimaginative; in any case, unable 
to improve even the technical competence 
of his ministry. Consider the following 
example. On November 27, Bombay-born 
Zubin Mehta conducted a 125-member 
Israeli Philharmonic Orchestra at the Indira 
Gandhi National Stadium - specifically 
decked up for the performance - to 
commemorate Mahatma Gandhi's 125th 
birthday. The programme, designated as a 
‘Concert for Peace', was attended, inter 
alia, by many dignitaries. Doordarshan 
announced that it would broadcast the 
concert ‘live’. 

One should have known better than to 
trust Doordarshan. The recording was 
screechy, third rate, the light arrangements, 
the focusing deplorable. One must, of 
course, admit that TV is not the best 
medium for broadcasting a concert; it can 
never properly reflect (he sound effects of 
a large orchestra, with di fferent instruments 
arranged across a large stage. But the 
recording can still be good, though mono¬ 
phonic (rather than stereophonic). The 
recording was screechy at best; and 
regrettably ihe AIR, which is better attuned 
to broadcasting musical pieces live, was 
not asked to broadcast the concert. But 
worse was to come. At 7.25 pm sharp, 
barely 45 minutes after the concert 
had started - right in the middle of 
Tchaikovsky's violin Concerto - 
Doordarshan switched over to the studio 
for routine announcements, to be followed 
by the scheduled news at 7.30 p m. And 
while this also happens regularly when the 
Doordarshan relays sports events (like 
cricket), the special programme becomes 
available on Channel 2 (though that is not 
quite fair to viewers outside the metro¬ 
politan areas). But not the ‘Conceit for 
Peace’. Channel 2 continued to beam 
MTV musk (which was obviously more 
important for our Doordarshan pro¬ 
grammers). 

And the same procedure got repeated at 
8.30 p m for the (now hglf-hour) Hindi 
new*. A* if that were not enough, both 
before and after the news for a brief period 
the concert could be heard, but Doordarshan 
had to beam on the TV screen an 
advertisement for some automobile pans 
compan y.Talk of technical perfection. And 
what an Ideal combination: Beethoven’s 
Seventh Symphony bluing away with a 
carwheei spinning around. By the tirot the 
advertisements were over, to was the 
'Concert far P e a c e '. 
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' ’ Na'wAsAwK P tPogh flap g jo frl n ffy 
afraid of liberal isatkm. He has good reason 


to be so. 

The second runner-up in the present 
contest, as voted by our judges, is Kalpnath 
Rai, with his clear, categorical, unequi¬ 
vocal announcement regarding the con¬ 
trols essential for the sugar industry. 
Liberalisation it good for everyone else, 
but not in my domain, thank you. Did not 
someone say, where there is sugar there 
will always be flies? Weil, you need a 
zealous guardian for an industry that attracts 
flies; who can question that? Kalpnath Rai’s 
daim to the second runner-up position is so 
dear that one does not need the same dabonte 
explanation as one required for K P Singh 
Deo. He is an obvious winner, except that 
in the present instance, he is dearly bested 
by two other colleagues/peers. 

The first runner-up is one who is supposed 
to have missed out being champion, by a 
whisker. Whocoulditbe?Tbejudgcshave 
had no difficulty in choosing N K P Salve 
for this honour. Does one need to go into 
details? For N K P Salve, ‘globalisation' 
offers a golden opportunity for innovating 
new methods of fostering enormous ‘rent 
seeking’ - that of government guarantees 
of tax-free profits of 16 per cent on equity 
in the .power sector, with an additional 
return of 0.7 per cent for each percentage 
point that the plant load factor of a power 
pi ant exceeds 68.5 per cent (With guaranteed 
offtake up lo 90 per cent, forcing all existing 
power plants to back down heavily - with 
significant ’padding’ of investment costs 
(estimated by no less an authority than 
Kirit Parikh, director of the Indira Gandhi 
Institute for Development Research to be 
20 per cent). And to add insult to injury. 
Salve's minions have dubbed these 
payments as reward for efficiency. 

Since 'liberalisation' is supposed to be 
liberation from 'permii raj’ and since all 
transactions in the domain of Salve's 


authority have been based on private 
negotiations - the details of which have 
not been made known even to parliament 
to this day - the goose that iberaiisatton’ 
in the true sense d( the term were really 
to be introduced N K P Salve should be 
really afraid of liberalisation and he must 
be smacking his lips that patently illiberal 
policies can be passed off to a gullible 
country (and a quiescent parliament) as 
part of the policy of liberabsatioii. 

And now we have to wait (with bared 
breath) for the name of die c ham pion to 
be announced. No, your guess is wrong. 
Manmotum Singh languishes below K P 
Singh Deo, even though his brand of 
liberalisation adda up to litUe more than 
privatisation. We would come to the(many) 
graces of liberaiiutioti later. Wc must get 
on with the name of the c h am p ion , yea, 
you have got it right at second guess. Hatl 


tfra dUMtmon in the ‘who la afraid of 
li ber alisation’ contest fat th e h aloed ptreoh 
of P V Narastmha Rao. As a matter of fact. 
Salve does not lose by a whisker, he is 
mi tee behind. 

Do the judges need to explain their 
•election? Well, you have to peep into the 
private notes they made for the coolest. 
Liberalisation involves democratitation of 
the polity; and what we witness around the 
country is increasingcemralisation in every 
sphere. Liberalism involves transparency 
of the administration; and under a 
parliamentary system of the Whhehall- 
Westminsler variety the buck nop* at the 
prime minister. We have an adminioration 
today which is anything but transparent, 
and one has only to look up the record from 
the Ayodhys dispute to the senseless power- 
play on Uttarakhand matchers in UP and 
tribal and scheduled caste marchers ia 
Nagpur. Finally, liberalisation should 
release the energies of the people for 
creative productive activity. Wlmi the sum 
total of policies adopted over the past 29 
months adds up to is: duplicity in politics, 
duplicity in economics, total lack of 
transparency. increasing centralisatioe and 
extreme illibendistn in that some 80 to 90 
per cent of the Indian population has been 
getting poorer by the day; the future of the 
country has been mortgaged and van private 
fortunes have been made by a few in the 
name of liberalisation. 

The economy, they say, is growing 
rapidly. And yh Kirit Parikh, a seif-pro¬ 
claimed supporter of die reform policy, 
tells us that foodgrams consumption (per 
capita)dedined from 510 gramaacs per day 
in 1991 to 465 grammes per day ut 1993; 
and this when foodgratn stacks with the 
FCI have reached a butdansome (and 
wasteful) tdta) of 31 million io n i cs (with 
6 million tonnes added to stocks over the 
year), tome part of the mocks d oa htkss 
becoming unfit for human coatamptitw 
And yet the stock market is hoamiag sad 
foreign exchange reserves are growing 
(with more and more predatory capital 
coming ia to grab the equity of price 
public enterprises being ditto vested by 
govern men t). To equate privatisation wnh 
Itberabsatioo one has to rewrite (be Oxford 
English Dicriarvary. 

PV NarmuaUta Rao is the dam w ar mer 
of the contest. 


What are the demean of policy that am 
taking the country down the path of HMmal 
politics, aa the conceaaradon of oconaeadc 
power in the e c o n o m i c do rnaia, to a sei-oai 
of die eco n o m i c sovereignty of (he aanan? 
That woul d tak e an another e a sa y. d m woul d 
also involve a repet itio n of whet bat ham 
elated ear li er in this column on d i ve rac 


But perhaps even at the coat of 
of the firm tan of 
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V Oentkalisation op Financial Coktrol 

While we talk of devolution and of 
panchayat ry, the state governments are 
being stripped of all control over finances, 
even though, under the Constitution, the 
responsibility for social and economic 
development vests with (hem. Whether it is 
fiscal policy or banking policy or policy lor 
the capital market or policy relating to 

. agrarian investments, or investments in social 

and economic infrastructure, relations 
between the centre and the states have been 
so manoeuvred as to have the latter (breed 
into becoming abject supplicants of the 
centre. Add the control over the 'security' 
forces and the increasing outlay on security 
(at the cost of development), and you have 
the complete scenario. New Delhi today is 
as powerful in India as the Kremlin was 
during the days of Stalin in the USSR 



Liberalisation in the context of over, 
centralisation of the polity can only be a 
sham. Also, liberalisation, even in the strict 
economic sense of the term, must be a sham 
when it leaves out in the cold some 80 per 
cent o< the population, with the spectre of 
lack of employment, of income, of a 
wretched life in insanitary conditions, while 
large profits are being made by a few. 

Liberalisation is today the sum of two 
major policies: (a) ‘globalisation’ and <b) 
•privatisation'. That both arc ideological 
stances unconnected with ‘liberalisation’ 
would require another essay, hut the 
examples of policies cited earlier should 
leave one in no doubt as to the real thrust 
of liberalisation. And, in the context of 
privatisation’, perhaps Manmohan Singh 
should have got a prize: but the judges 
accord that prize to P V Narasimha Rao, 
because it is he who has been lalking of 


oneHungwhe* the PSU.< and 

doing the exact opposite when it comes to 
policy actions. 

And it it not he who has repeatedly 
assured the foreigners - * yes. only the 
foreigners - that our policies are 
irreversible? Well, the consequences of 
many of the policies are indeed irreversible, 
with some $ 20 billion of predatory external 
capital poised to take over the oil and 
power sectors and. specifically, institutions 
like the ONGC. IOC, BHEL. the Power 
Grid Corporation and. through this 
mechanism, the NTPC and SEBs - in 
essence, control over the crucial energy 
sector in India. 

It is important to ask ourselves: who is 
afraid of liberalisation? Who stunds to 
lose if the policies of reckless rent seeking' 
(via the present policies) were to be 
reversed? 
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COMMENTARY 


Myth of Inflation Control 
Essential Commodities Worst Affected 

EFW Ruchrd i Founda t ion 

While the rue in the general index of wholesale prices gives the lie to 
the government's claims af having brought inflation under control, what 
is far worse has been the phenomenal rise in the prices of essential 
articles of mass consumption including foodgrains, pulses and 
vegetables. Incredibly, the government seems completely unconcerned 
about the impact of this on the living standards of the vast majority of 
the people. 


THE most disquieting aspect of the current 
economic scene is the persistenccof inflation. 
Apart from the rise in the general wholesale 
price index, what stand out are the especially 
sharp increases in Ihc prices of basic 
consumption goods and consequently in the 
cost of living indices, particularly those 
relevant to vulnerable sections like 
agricultural labourers and industrial workers. 

The latest provisional general index of 
wholesale prices (base: 1981-82 = I0(» lor 
December 17. 1994 shows a rise of If) per 
cent over ihe final index torthe corresponding 
week ol December 1993 Based on past 
cxpenence. it is to be expected that when the 
final index number is known, the annual 
price increase would work out hi anywhere 
around 10 5 to 11 per cent against about X 8 
per cent in (he preceding 12-month period. 
The weekly uverage of the general index for 
thcpusl 12-inonthpcnodgivcsanaccderaicd 
price rise of 10.3 percent against 7.7 percent 
in the prcvHius 12-month penod. Likewise, 
the weekly average ol the WPI lor (he current 
fiscal year mi far shows an increase ol 10 3 
per cent against 7.8 per cent in the 
corresponding period ol the previous year, 
though on a point-to-point basis the rise this 
year so fur at 7.2 per tern has been somewhat 
lower than that last year (8 per cent). On 
a point-to-point basis, over the 12-month 
period, every mayor of commodity group has 
shown an accelerated rate of increase In the 
fiscal year so far. the sharpest increase has 
occurred in "food articles’ (12.9 per cent land 
in the specially computed‘food index'(10.9 
per ceM) consisting of 'food articles' from 
among primary articles and 'food products' 
from among manufactured products. 

PotT-RmMM Paooo 

TriMe I presents detailed dare on the 
increases in the WPI of major groups and 
sub-groupa of commodities cumulatively 
since Ihe beginning of the fiscal year 1991- 
92. dial Is, on the eve of the lukieion of 
the stabil is a ti o n and structural adjustment 
programmes Stac* then time has occurred 
mmcreaie of44.4par cent in three and three 


quarters of a year or an annual (compound) 


condiments and spices by 52.5 per cent, and 
fibres by 93.2 per cent The only commodity 
sub-groups which have dwwn moderate price 
increases are fruits (23.6 per cent) and 
oilseeds (24.8 per cent). 

Within the main group ‘fuel, power, light 
and lubricants*, electricity (6S.9 per cent) 
and coal mining (38.1 per cent) have 
experienced high tarifi/price increases. 
Similarly, within the "manufactured 
products’ main group, price increases hare 
been targe in some hems of food products 
and other agriculture-based products: dairy 
products by 31.7 per cent and sugar. 
khandsanandgurby68 1 percent. Amongst 
other manufactured products, sizeable 
increases have occurred in the prices of soft 


inflation rate of about 10.3 percent compared "‘drinks (55.7 per cent), cotton textiles <34.9 


with 7 per cent in the first half of the 1980s 
and 7.4 per cent in second half. The extent 
of price increase has differed from 
commudity to commodity in individual yean. 
In Ihe current fiscal year so far. for instance, 
- large increases have occurred in many of the 
sub-groups under primary articles - 
foodgrains and. among them, poises, 
vegetables, eggs, fish and meat, condiments 
and spices, and other food articles. 

However, taking the past four-year period 
as a whole, the price increases have been 
widespread and sizeable. Among the major 
sub-groups of primary articles. Ihe increases 
during the period cnd-March 1991 to 
December 17.1994 ranged from 42 per cent 
to 93 per cent. This has happened despite 
the fad that the country has enjoyed good 
agricultural seasons unprecedentedly for 
seven years in succession. During the penod 
cereal prices have risen by 32.7 per cent and 
pulses prices by 63.9 percent: simultaneously 
vegetable prices have gone up by 35.2 per 
cent. eggs, meat and fish by 79.4 per cent. 


per cent), wood and wood products (169.6 
per cent), chemical and chemical products 
(54.2 per cent), fertilisers (100.6 per cent) 
and drags and medicines (4S.3 per cent). 

Interestingly, even the prices of basic and 
capital goods, which had suffered in the 
initial period of the new economic policy 
due to severe recessionary conditions and 
which are generally said to follow cost phu 
pricing, have begun to look up rather 
markedly. This » evident from the fact (hat 
in many industries the bulk of the price lire 
of the past four years has occurred in the 
current fiscal year. For instance, after their 
decontrol in 1989. cement prices roae by 
14.1 per cere in 1990-91 and another 17.4 
per cent in 1991-92but thereafter the rdmrant 
price index fell from 217.1 at the end of 
March 1992 to 203.2 at theendof December 
1993. Since then, with i mpr o v em ent in 
consi ruction activity, the cement price index 
has again shot up by 15.2 per cent until 
December 1994 (Table It In the case of 
machinery and metals and metal products 
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1128 
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198849 
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1652 
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1990-91 
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♦MU 
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NA 
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Commodities 


Tim p 5: COMPARISON OP ACTUAL INDICES (WPI) WITH SEASONALLY AUUSTID AND EXPETIED 

Index Series por Post-Ha*vest Period 
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All Commodities 


Primary Commodities (excludin' minerals) 

Original 

(2) 

Expected 

Index* 

(3) 

Percent 

Difference 

(2-3) 

(4) 

Seasonally 

Adjusted 

Index 

(5) 

Percent Seasonally 
Original Expected Difference Adjusted 
Index Index* (6-7) Index 

(6) (7) (8) (9) 

1999 

Oct 

168.30 

168.07 

0.14 

166.77 

178.61 

179.74 

-0.63 

175.78 

Nov 

167 JO 

167.02 

0.29 

167.02 

176.22 

17899 

-1.55 

174.14 

Dec 

166.60 

165.70 

0J4 

167.44 

173.04 

176.68 

-2.06 

173.25 

1990 

Oct 

184.60 

18065 

2.19 

182.92 

198.94 

197.21 

0.88 

195.79 

Nov 

185.10 

179.52 

3.11 

184.56 

200.40 

196.39 

2.04 

198.04 

Dec 

186.60 

178.11 

4.77 

i87J4 

202.59 

193.85 

4JI 

202.83 

1991 

Oct 

210.20 

210.11 

• 0.04 

208.28 

240.02 

241.01 

-0.41 

236.22 

Nov 

212.40 

200.80 

1.73 

211.79 

246.18 

240.02 

2J7 

243.29 

Dec 

213-20 

207.15 

2.92 

214.27 

247.40 

236.91 

4.43 

247.70 

1992 

Oct 

23240 

23038 

0.88 

230.28 

25829- 

259.40 

-0.43 

254.20 

Nov 

231.70 

228.94 

130 

231.03 

256.84 

258.32 

-0.57 

253.82 

Dec 

231.40 

227.14 

1.88 

232.56 

255.81 

254.9# 

0.33 

*56.12 

1993 

Oct 

252-20 

mss 

066 

249.90 

280.55 

277.38 

1.14 

276.10 

Nov 

25160 

248.99 

146 

250.87 

27847 

27633 

0.81 

275.19 

Dec 

251.70 

24703 

169 

252.96 

277.59 

272.6$ 

1.81 

277.92 

19940 

Obi * 

2700 

27162 

063. 

271.70 

311.21 

30533 

1.96 

306.28 


274JO 

269.93 

Mt 

27461 

309.11 

303.97 

169 

305.48 

OecS 

27640 

26760 

3.29 

277.99 

30897 

30003 

Z9S 

30934 

JU 1 T 


. _ a 

Mnea* " ** 4 


1 S lip to December 17,1994 


ooo-flsrrow metals <|4 percent) and ftw® 
tUojn 0941 jier cent). 

TsWe 2 present* the extent of priceincitases 
k» l defined basket of bode consumption 
Hems during the period March 1991 to end - 
October 1994 (baaed on tbe availability of . 
conunodkywtaedeUhU). Thorntons. which 
together any about one-third weight in the 
WPI. have faced every year higher prices 
than the rise in the general price level. In 
the current financial year, while the general 
index showed a rise of 6.7 per cent up to 
the end of October .1994. the composite 
index for basic consumption Hems has 
registered* rise of 11.5 percent. Among these 
tom. high increases took place m pulses (17.2 

per cert), vegetables (98.7 par cent), fish (18 
percent), lea(25.4 percent), coffee (178.6 per _ 
cent),Khandsari(13.6percent),gur(l9.l per 
cent), groundnut oil (14 per cert), and drugs 
and medicines (14.3 per cent). 

Taking the period since March 1991. the 

price increases in some of the common man’s 

consumption items are truly mindboggling: 
rice ( 60.7 per cent), gram (10.8 per cert), 
vegetables (153.9 per cent), and among 

vegetables potatoes (84,9 per cent)and on ions 

(70.3 per cent), fish (136.8 per cert), coffee 
(195 per cent), khandsari (73.6percent). and 
gur (102 per cert) (see also Graph A). 

Comparison of WPI wrmCPls 

The higher increases in the prices of 
common consumpti° n items should get 
reflected in the cost of living indices of 
different wage-earning groups, though there 
we significant structuraland other differences 
between the two sets of indices. While the 
WPI measures changes in producer prices or 
in prices at the wholesale level, the CPIs 
measure the final price at the retail or 
consumer level. Other significant structural 
differences relate to commodity composition 
(goods only in WPf. while CPI includes 
‘services’ to households but excludes capital 
goods as well as intermediate goods), 
weighting diagrams, geographical coverage 
aid base period. 

Table 3 presents month wise movements , 
of inflation rates - annual and cumulative 
since March l99l-inWP1(inalloommt)dites 
and primary articles separately land the three 
consumer price indices. Broadly, it could 
be said that the CPI for industrial workers 
moves parallel to the movements in the 
general index of wholesale prices, at beet 
with a short lag of abort three months ia 
the former ru-a-vudie Mar. Secondly, tbe 
CPI for agricultural labourers behaves similar 
to the behaviour of die WPI for primary 
articles roughly with a lag of about Pm to 
six months. Finally, the CPf for utban non- 
manual employees shows considerably lore 
of as socia ti o n with die WPI. 
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CrnmoM* Weight D«cl7. Had-M* DecI*. Ead-Mar BMv Ew^Mar Mw-Dec Dec*3- Mv93- Mv92- MatrfiT 

i 1994 1994 1993 1993 1992 1991 1994 Dec 94 Dec 94 Dec 94 Dec 94 


All Commodities 

100.00 

276.9 

238.3 

251,7 

233.1 

Mraary Articles 

3X30 

285.0 

239.0 

256.7 

232.2 

Pood Articles 

17.39 

315.8 

280.4 

287.4 

2681 

Foodfraim 

7,92 

303.7 

279.9 

2710 

2381 

CmiIi 

6.82 

290.8 

271.1 

259.3 

233.0 

PiIm 

1.09 

384.2 

334.9 

3511 

260.2 

Vegetables 

1.29 

303.8 

250 JO 

332.8 

242.1 

Praia 

2.80 

259.1 

242.6 

245.6 

279.8 

Milk 

1.96 

310.0 

283.9 

2811 

2741 

Eggs. Fish and Meal 

1.78 

359.6 

323.2 

303.3 

2719 

Condiments and Spiqps 

0.95 

485.8 

376.4 

4021 

463.5 

Other food article* 

0.69 

376.1 

245.3 

365.9 

.7216 

Non-food Artie lei 

10.08 

300.1 

280.2 

261.0 

224.4 

Ftbrci 

1.79 

389.3 

378.5 

266.3 

206.4 

Oilseeds 

3.86 

264.4 

131.0 

135.4 

202.4 

Other non-food aiticlet 

4.43 

295.2 

283.3 

281.1 

250.8 

Minerals 

4.83 

142.3 

138.0 

137.2 

117.9 

Metallic minerals 

0.23 

246.9 

268.9 

268.9 

247.0 

Other minerals 

0.32 

228 1 

131.0 

227.0 

218.6 

Petroleum crude 

4.27 

130.2 

12.3.9 

1233 

103.3 

’ud. Power. Light and 

Lubricants 

10.66 

281.4 

278.0. 

267.3 

245.9 

Coni mining 

1.26 

367.8 

349 6 

349.6 

3.34.2 

Mineral Oils 

6.66 

235.3 

135.6 

221.0 

2201 

Electricity 

2.74 

354.0 

.348.4 

342.1 

2661 

Manufactured Products 

57.04 

271.4 

254.2 

246.0 

231.2 

Food products 

10.14 

268.0 

252.1 

244.8 

224.4 

Dairy products 

0.64 

304.3 

258 1 

25.7.7 

152.5 

Crain mill products 

1.53 

267 0 

267.5 

256.6 

2448 

Bakery products 

0.24 

1503 

247 7 

245.5 

1115 

Sugar. Khandsart and Gut 4.06 

247.6 

2414 

215.7 

198.8 

Salt 

0.04 

244.1 

1365 

2411 

1717 

Edible Oils 

2.43 

288.1 

253 6 

258.1 

238.6 

Tea and Codec processing 0.24 

314.5 

316.2 

316.7 

. 3011 

Beverages. Tobacco and 

tobacco products 

2.15 

347.2 

3171 

.309.5 

2965 

Soft drinks 

0.07 

399.2 

3864 

385.0 

313.7 

Manufacture of bids and 

cigarettes 

1.93 

.347.6 

313.7 

315.4 

304.7 

Textiles 

11.55 

1583 

243.5 

222 5 

208.5 

Cotton textiles 

609 

281.2 

268.0 

273.9 

222.1 

Jute textiles 

069 

3782 

344 6 

3577 

2811 

Wood and wood products 

1 20 

429.5 

404.2 

403.6 

345.1 

Paper and paper products 

1.99 

335.5 

.73.7.9 

327.9 

324.9 

Leather and leather 

products 

1.02 

158 7 

251 8 

250.6 

134.5 

Rubber and piastre products 1 59 

199.0 

190.9 

190.7 

1885 

Chemicals and chemical 

products 

736 

237.4 

215.8 

210.1 

200.3 

laocfftMC chctnidlt 

0.76 

319.4 

287 5 

270.2 

253.7 

Orgastic chermcats 

0.45 

165.6 

128.3 

1254 

127.9 

Pertihsers 

1.74 

198.8 

179.8 

181 8 

181.9 

Drags and medicines 

1.07 

2215 

194.8 

1913 

1736 

Sqmm and dMMIMNfr 

0.88 

233.2 

211.4 

201.4 

203.3 

Non wrirflr mineral 

product* 

145 

275.5 

264.2 

261.4 

236.7 

CcMott 

0.86 

234.1 

210.9 

203.2 

209.4 

ftmff tMBtt|l« attoytMd 

mm| products 

7.63 

310.3 

2861 

2831 

2649 

Inniitari 

2.44 

277.3 

261.6 

261.1 

2413 

tainaOoyt 

0.20 

363.0 

2607 

2574 

2574 

Nd^4hvoM ipMh 

1.03 

358.2 

314.3 

315.4 

300.4 

IMandMi 

1.82 

3201 

307.7 

306.3 

2831 

MikMmm mm! 

mtcii|ja Mali 

6.2? 

263.1 

3*41 

2411 

mi 


r 3.28 

2699 

2313 

248.7 

2441 

WkmAmmMtmy 

199 

259.9 

2331 

2316 

216.6 

and gam 

171 

2411 

mi 

226.7 

217.4, 

Ofow «inc tin m mrim 

| 0.97 

167.0 

M34 

1421 

1411 


217.8 

1911 

71 

106 

181 

27.1 

444 

225.4 

195.5 

106 

11.0 

22.7 

26.4 

451 

1541 

2101 

126 

9.9 

176 

23.9 

491 

243.2 

196.1 

15 

11.7 

271 

249 

54.9 

2416 

190.4 

71 

12.1 

23.7 

20.4 

5X7 

253.4 

2316 

14.7 

91 

47.7 

516 

65.9 

209.7 

195.7 

211 

-8.7 

251 

44.9 

552 

260.2 

209.7 

61 

51 

-74 

-04 

236 

2501 

2201 

91 

9.9 

136 

239 

401 

233.1 

200.4 

111 

186 

31.8 

541 

764 

450.2 

318.6 

29.1 

20.7 

41 

7.9 

521 

2511 

2646 

531 

21 

16.9 

491 

4X1 

2276 

2101 

7.1 

156 

33.7 

319 

426 

230.5 

201.5 

19 

461 

886 

68.9 

632 

221.7 

2111 

14.5 

113 

306 

191 

241 

2316 

213.1 

41 

56 

17.7 

275 

341 

114.7 

109.0 

3.1 

3.7 

20.7 

24.1 

106 

198.0 

1641 

-81 

-81 

00 

247 

491 

231.3 

194.3 

-11 

01 

41 

-14 

174 

101.4 

991 

5.1 

56 

260 

28.4 

369 

213.5 

1886 

11 

51 

14.4 

311 

492 

296.5 

2327 

51 

51 

101 

24.0 

561 

185.8 

1701 

-0.1 

6.5 

66 

266 

381 

242.7 

2134 

16 

31 

321 

459 

65.9 

214.3 

1901 

61 

10 3 

17.4 

266 

426 

210.2 

1901 

61 

91 

194 

27.5 

401 

260.7 

2006 

179 

20 1 

20.5 

167 

51.7 

236.9 

197.9 

-01 

4.1 

91 

1X7 

34.9 

227.7 

1763 

1.0 

10 

7.7 

6.9 

426 

155.4 

147.3 

16 

9.7 

24.5 

591 

661 

2201 

176.1 

31 

01 

5.4 

109 

186 

256.7 

1518 

13.6 

116 

20.7 

121 

14.4 

3051 

291.3 

-01 

-0.7 

4.1 

3.0 

86 

2841 

246.6 

94 

122 

17.1 

219 

468 

287.1 

156.4 

31 

3.7 

271 

396 

5X7 

293.3 

1512 

74 

101 

14.1 

181 

J76 

197.7 

177.7 

6.1 

16.1 

23.6 

367 

454 

210.5 

till 

4.9 

201” 

266 

336 

54.9 

2816 

2996 

98 

5.7 

34.4 

338 

262 

211.0 

1593 

6.3 

64 

241 

1036 

W66 

300.5 

135.3 

0.5 

21 

31 

116 

426 

228.4 

1301 

2.7 

31 

101 

131 

121 

1813 

1656 

41 

4.4 

56 

92 

202 

1771 

154.0 

10.0 

13.0 

164 

Ml 

542 

131.1 

203.0 

III 

181 

24.6 

382 

57J 

1261 

114.7 

291 

321 

291 

306 

464 

1276 

99.1 

10.6 

9.4 

91 

551 

1466 

1651 

IS3.I 

141 

15.7 

281 

342 

453 

194.1 

165.0 

101 

15.8 

14.7 

201 

413 

229.7 

196.7 

41 

5.4 

164 

19.9 

461 

217.1 

I8S.0 

11.0 

151 

11.8 

76 

361 

241.7 

238.1 

81 

61 

17.1 

264 

366 

216.0 

206.7 

6.1 

61 

141 

269 

341 

2346 

2230 

391 

416 

416 

547 

626 

2811 

2631 

140 

136 

162 

274 

316 

360.1 

243.7 

4.1 

41 

1X6 

23.1 

314 

2221 

1881 

61 

6.6 

166 

19.1 

464 

2370 

I960 

7# 

81 

M.4 

1X6 

XXI 

306.7 

176.7 

164 

IU 

162 

ax? 

47.1 

am 

1901 

$1 

64 

116 

136 

361 

IS7.7 

1210 

M 

17.4 

186 

an 

358 
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100 do n« retina Owmtity 
MWen rate*, (h oug h it i* 


tpitulBitil idmoipi mufiHy cxporicMc c * 

the highest rise during a p eriod of Ugh 
inflation, as has been the case during the past 
one year (TabJe 3). 

WPI and GDP Dwlatom 

it is now a c c epted that the implied in¬ 
creases in the WPI with as remote a baae 


difficult to ihtcern the Erection or exteat ef 
the diaciepancy. 

Apart from the remoteness of the base 
period,* multitude of proMerns arise* in the 
construction of the index: ina d e q u a c y of 
coverageofteaaandr e gi nn a lar p rr ia nt i sion . 
repr ese ntativeness of price gSotadons for 
individual hems, non-indugon of traders* 


. . , 1 ” 1 , 1 !»>;» ww » a ■iiii i i i j i i 

Margins a* tmKT a* unofficial market 

quotations, non-reporting of items, 
unsystematic revisions and whatMMon of 
varieties. One dear indention of the under* 
reporting of the inflation rale bj* WPtis 
brought oat by a compa ri ao a aNJt aamnd 
rates of increase in the a verag e WPI and 
those in the average deflators far Me grass 
domestic product ongiuatiag in the 
commotfity producing sectors (Table 3). The 


Tamm 2: Tssnm in Whoumu Ptacx hnen or Bwc Cowun t t iw has 
(Base: I9SI-I2 » 100) 


fade* Nuaihen _tlBLCSM Yfltf*m 

Commodities Weight End-Oct End-Mar End-Oc* End-Mar End-Mar End-Mar Mar-Oct Msr93- Mar 92- Mar 91- 

1994 1994 1993 1993 1992 1991 1994 Oct94 Oct 94 Oct 94 


All Commodities 

100.00 

275.5 

2583 

251J 

233.1 

2174 

1914 

6.7 

182 

265 

434 

Pood Articles 

17.39 

329.1 

280.4 

294.5 

261.5 

2544 

2104 

174 

216 

292 

561 

Foodgrains 

7.92 

297.7 

279.9 

268.8 

118.5 

243.2 

196.1 

64 

244 

214 

516 ' 

Cereals 

6.82 

282.6 

271.1 

259.6 

1150 

241.6 

190.4 

4.2 

20.3 

170 

48.4 

Rice 

369 

301.4 

275.6 

278 6 

244.6 

245.1 

187.5 

9.4 

232 

230 

607 

Wheat 

2.25 

269.3 

279Jl 

255.8 

236.2 

230.1 

204 9 

-34 

14.0 

170 

31.4 

towar 

0.42 

215.4 

1982 

1785 

204.2 

255.2 

154 2 

13.7 

10.4 

-11.7 

461 

Bajra 

0.18 

230.5 

265.6 

199.9 

176.8 

2654 

152.0 

-131 

30.4 

-133 

514 

Maize 

0.19 

253.1 

254.8 

193.8 

173.8 

2636 

190.9 

-0.7 

434 

-40 

316 

Barley 

0.05 

236.8 

308.0 

241.8 

2113 

262.9 

238.7 

-23.1 

115 

-9.9 

-06 

hlllM 

1.09 

392.6 

334.9 

.126 4 

260.2 

2534 

2314 

17 2 

SO* 

54.9 

695 

Cram 

0.41 

409.3 

343.9 

362 9 

241.6 

195.0 

1964 

19.0 

69.4 

109.9 

1080 

Artur 

027 

3696 

331.1 

341.7 

2984 

311 8 

268.0 

116 

237 

185 

37* 

Moong 

0.20 

335.1 

333.5 

281.2 

261.9 

264 1 

2094 

0.5 

279 

26.9 

59.7 

Masur 

0.05 

334.1 

236.5 

239 0 

2014 

2113 

224 9 

41.3 

65.9 

57.4 

484 

Urad 

0 IS 

481 7 

354.1 

291.3 

259.2 

305.7 

2905 

360 

858 

574 

656 

Vegetables 

1.29 

4968 

250.0 

386.2 

2421 

209.7 

195.7 

96.7 

1052 

136.9 

15.1* 

Potatoes 

047 

335.9 

229.7 

422.2 

195.9 

197.2 

1817 

46.2 

715 

7(f.1 

84.9 

Onions 

0.16 

353.7 

116.7 

.1955 

242 9 

997 

207 7 

49.4 

454 

2548 

703 

Tapioca 

0.13 

4000 

457.0 

4599 

429.7 

388.8 

3177 

-115 

-6.9 

19 

25* 

Green Peas 

014 

429 5 

210.8 

N A 

246.3 

183.1 

113 8 

103.7 

744 

1346 

133.7 

Tomatoes 

0.12 

384.7 

ISI 9 

N A 

2154 

2033 

1908 

1115 

786 

•92 

101* 

Cauliflower 

0 13 

1650.4 

206.3 

NA 

2526 

238.8 

1160 

7000 

553 4 

591 1 

13226 

Fruits 

2.80 

2719 

242.6 

261 7 

279 8 

260.2 

2097 

111 

-18 

45 

29.7 

Bananas 

0 47 

2697 

1545 

277 7 

253.6 

2729 

2211 

60 

63 

-11 

21.9 

Milk 

1 96 

321.7 

283.9 

277.8 

274.3 

2502 

220.1 

13.3 

173 

286 

461 

Eggs. Pish and Meat 

1 78 

3.55.4 

.123.2 

298.5 

2729 

23.1 1 

2004 

IOO 

301 

SIS 

77 3 

Eggs 

0.26 

249 7 

2713 

238.3 

222.5 

1887 

166.5 

-8-3 

111 

22-5 

500 

Fish 

0.51 

467.4 

396.2 

354.5 

308.6 

2364 

197.4 

ICO 

515 

977 

1366 

Fork 

0.12 

271 1 

267 0 

272.8 

271.1 

2406 

268.1 

1.5 

OO 

117 

1.1 

Condiments and Spices 

095 

444.7 

176.4 

473 8 

463.5 

4502 

318.6 

181 

-41 

-11 

396 

Chillies tOry) 

0.32 

242.5 

209 9 

154.5 

194.1 

345 1 

1794 

155 

24* 

-297 

Ml 

Turmeric 

0.05 

427 4 

515 0 

641.2 

606.1 

8219 

4660 

-186 

-295 

-480 

-03 

Garlic 

0 08 

1046.1 

695 5 

899.3 

328 2 

366.2 

5294 

504 

1187 

1857 

976 

Other Food Articles 

0 69 

403.2 

245.3 

342.0 

321 6 

151J 

264.6 

644 

254 

603 

52.4 

Tea 

0 5* 

267 0 

218.0 

331 0 

324 0 

2478 

246 5 

325 

-176 

7.7 

63 

Coflee 

0.13 

1017.5 

165.2 

391.5 

.110.6 

268.3 

344.9 

1786 

2274 

*791 

1950 

Arte 

076 

278 8 

286.3 

2624 

2584 

2506 

2031 

-26 

7.7 

It 3 

373 

Bread 

0 15 

268.5 

264.3 

158.1 

247 2 

239.1 

IT5.6 

16 

86 

113 

52* 

- Sugar. Khandsari and Cur 

4.06 

263.3 

241 4 

2464 

259.2 

IS5.4 

1473 

9.1 

14 

6*4 

716 

Sugar 

2.01 

225 8 

2286 

204.7 

193.4 

1694 

1418 

-11 

144 

330 

363 

Khandsan 

0 30 

245.5 

216.1 

184.1 

167.0 

1316 

141.4 

134 

470 

•66 

73* 

Gar 

1 75 

310 1 

260.4 

305.2 

210.6 

142.9 

153-5 

19.1 

471 

1170 

MB* 

Salt 

0 04 

1572 

116.5 

241.1 

1117 

2201 

1761 

84 

110 

166 

061 

BdMcOds 

245 

2796 

1536 

267.0 

218.6 

256.7 

2514 

103 

171 

89 

no 

Oroundout Oil 

0.53 

265 0 

232.5 

262.8 

189.3 

2456 

2509 

140 

400 

79 

SO 

MusuedOd 

0.28 

236.1 

210.6 

219.9 

1892 

226.3 

213.7 

tit 

MO 

43 

M5 

CouunutOil 

017 

252.2 

1573 

2760 

3115 

331.4 

2584 

-20 

-21* 

-25* 

-26 

VamwpMt 

052 

2494 

227.9 

2466 

22*7 

272.5 

2681 

9.4 

110 

-05 

-70 

Kerosene 

067 

146.7 

146.7 

146.7 

146.7 

146.7 

(61.4 

00 

OO 

00 

-0.1 

Cnkhui Hniai 

486 

255.6 

268,0 

156.4 

214.9 

199.6 

1774 

-44 

IS* 

a«< 

43* 

On|i Kstsi MtAcwet 

1.07 

2226 

194.8 

187.9 

171,6 

163.8 

(55.1 

14.3 

281 

M3 

«4 


0.88 

234.8 

211.4 

2014 

203.3 

Wl 

1650 

ill 

15-5 

210 

425 

Mmdmt 

023 

164.3 

163.7 

1634 

151.2 

138.4 

134.4 

0.4 

0.7 

107 

222 

1 

1 

1 

3174 

292.8 

2617 


2*7.9 

2260 

1957 

11.9 

181 

104 

406 
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;fy^*tti.*uwu. m GDP deflamrsio derived 
been higher than the annual 
in the average WPL The GDP 
^deflator (with bate 1981-82 - 100) had 
reached 255.1 in 1992-93 (an increase of 
1511 percent in i 1 yean) against 228.7 tor 
' the average of WPJ (a rise of 128.7 per cent 
in the same period). There are no doubt 
significant differences in the composition of 
the two sets of data such as in the case of 
agriculture where, with the double-deflation 
method, state-level average prices worked 
out as the weighted average of district level 
prices prevailing during the peak marketing 
penod are taken into account. These questions 
are outside the scope of this note, except to 
take congrhsance of the fact that the GDP 
deflator for the commodity-producing 
sectors appears much more comprehensive 
regionally and by commodity composition 
thantheWPI. If at all, even the GDP deflator 
may be underestimating the average inflation 
rate due to such factors as the inclusion of 
peak marketing prices for agricultural crops: 
this is particularly true tor years in which 
the lean season prices rise at a faster pace 
.than the peak marketing season prices. Even 
with the current systems of measurement, the 
CSO's GDP data give about 10 per cent 
higher terms of trade in favour of agriculture 
vis-a-vis manufactured prices in 1992-93 
(each with base: 1981-82 * 100). 


Absence of Seasonal Fall 

As indicated above, the current high-level 
of inflation seems, on the face of it, somewhat 
' exceptional as it has occurred despite one 
of the best kharif outputs in recent years on 
lop of the preceding six successive years of 
good agricultural production. This is 
particularly true of the behaviour of both the 
general index of wholesale prices and the 
WPf for primary articles. As indicated in 
Table 3. die price increases during the lean 
season of 1994-95 (March to July 1994) 
were phenomenally high, which was 
followed by some slowing down of the 
inflation rase only for the two months of 
August and September 1994. In order to 
take a closer look at the time senes of WPI, 
we have sought to disaggregate the senes 
into seasonal and de-seasonaised (trend) 

, C omponents. This has been done in respect 
of three categories of WPI. namely. ia) all 
commodities, (b) primary articles (other than 
minerals), and (c) fuel and manufactured 
products, on the basis of monthly data for 
. the period of April 1987 to December 1994. 

The results (winch are not reproduced 
here) bring out that the seasonal amplitudes, 

’■ while they continue to be present, seem to 
c fem become somewhat Mimed in the recent 
- period in respect of all the three components 
Of WP! indicated above. Even so, to an 
.gxtoit in the ail commodities index and 
morn distinctly in the primary 
tab there are significant seasonal 
hi this respect, the lessons to be 



--~'S3 

derived from GrapitSateJtfuml»arit*Bta* 
ot the ex block* utthis gtaph. representing 
separately six individual yean 1989-90 to 
1994-95 (up to December 1994), presents 
twocurves-one actual WPI series of primary 
articles (other than minerals) and the other 
seasonally adjusted series. It may be observed 
therefrom that in the three comparable years, 
each in terms of a quantum jump in 
agricultural output, the two years, namely, 
1989-90and 1992-93.expenencedadi«inct 




rimtatt year sofar, there Jbnoccurred a fall 
but the faltbM bpep significantly moderate. 

The above phenomenon of higher than 
expected level of WPI for ail commodities 
and primary articles is better represented in 
the difference between original index and 
expected index (applying the monthly 
seasonal indices) during the period Octobcr- 
December each year (Table 5). By tins 


Taslb 3: Annual and Cumulative Inhatton in WPI ani> CPIs 


_Wholesale Price Index- -Consumer Price Indices_ 

All Primary Industrial Urban Non-Man Agricultural 

Commodities Articles* Workers Erne Labourers 

Year/ Annual Ciunu- Annual Cumu- Annual Cumu- Annual Cumu- Annual Cunw- 


Month 

Infla¬ 

tion 

Rote 

lotive Infla- 
Incmtse lion 
from Rate 

March 

1991 

lative Infla- 
Increasc non 
from Rale 

March 

1991 

lative 

Increase 

from 

March 

1991 

Infla¬ 

tion- 

Rale 

lulive Infla- 
Increase lion 
from Rate 
March 

1991 

lative 

Increase 

from 

March 

1991 

1991-92 










April 

11.6 

0.6 

17.6 

0.8 

12.2 

0 5 

12.6 

0 6 

14 7 

-0 6 

May 

11.8 

1.6 

16.2 

2.3 

12.1 

1.5 

II 8 

1.2 

1.7.7 

0 5 

June 

12.2 

3 5 

16.9 

6.1 

(3.0 

4 0 

12.3 

3.(1 

154 

2.1 

July 

13.1 

5.8 

17.9 

9.3 

13.2 

6.5 

13.3 

5.9 

159 

5.4 

Aug 

16.1 

9.1 

21.7 

13.6 

14 2 

8.0 

15.1 

8.3 

IK. 3 

9.1 

Sept 

16.3 

9.8 

22.2 

14.3 

15.7 

10 0 

15.7 

8.9 

23.1 

17.6 

Oct 

13.9 

9.7 

20.7 

13.9 

14.9 

114 

14.2 

9.5 

23 1 

154 

Nov 

147 

10.8 

22.8 

16.8 

13.6 

11.9 

14.0 

10 7 

21.2 

164 

Dec 

14.3 

11.2 

22.1 

174 

13.1 

119 

13.3 

10.7 

21.7 

175 

Jan 

13 6 

12.3 

19.9 

18.2 

129 

13 4 

124 

12 4 

20 4 

18 1 

Feb 

12.9 

12.9 

177 

183 

13.4 

139 

13.0 

13.0 

20 6 

21 l> 

March 13.6 

13.6 

17.0 

17 1 

13.9 

13.9 

13.6 

136 

21 9 

21 5 

1992-93 










April 

13.8 

14.4 

16.0 

16.9 

144 

149 

13.5 

142 

22 6 

21 9 

May 

13.8 

15.6 

15.4 

18.0 

14.7 

16.4 

14 0 

15.4 

23 >• 

21 • 

June 

13.0 

16.9 

13.5 

20.4 

129 

17.4 

1.3.2 

166 

21 9 

24 5 

July 

11.7 

18.2 

12.5 

22.9 

13.1 

20.4 

12 8 

19..5 

20 6 

27.0 

Aug 

9.4 

19.4 

9.7 

24.6 

11.5 

204 

10 9 

20.1 

19 0 

298 

Sept 

9.6 

20.3 

7.6. 

23.0 

10.0 

20.9 

10.9 

20 7 

14 1 

296 

Oct 

10.6 

21.2 

7.6 

22.5 

8.9 

21.4 

10.8 

21.3 

II 0 

28 1 

Nov 

9.1 

20.9 

4.3 

21.8 

8.4 

21.4 

9.6 

21.3 

8.6 

26.5 

Dec 

8.5 

20.7 

3.4 

21.4 

8.0 

20.9 

9.6 

21 3 

Sw 

24 4 

Jon 

7.6 

20.8 

2.7 

2)4 

5.7 

|99 

7.9 

21.3 

Ml 

24.2 

Feb 

7.6 

21.4 

2.3 

21.0 

57 

204 

7 3 

21.3 

1 v 

27 i 

March 

7.1 

21.6 

2.6 

20 I 

6.1 

209 

6.8 

21 * 

ii ■; 

22 "* 

1993-94 










April 

6.9 

224 

3.3 

20.8 

6.1 

21.9 

6.7 

21 9 

-o’ 

21 i 

May 

6.9 

23.6 

3.3 

21.8 

5.1 

22.4 

6.2 

22.5 

1 V 

211> 

June 

7.0 

25.1 

2.6 

23.5 

59 

24.4 

6.6 

24.1 

-1 0 

21 2 

July 

7.3 

26.8 

3.1 

26.7 

4.5 

25 9 

5.4 

260 

-2.0 

24.5 

A“S 

8.0 

28.8 

4.1 

29.7 

5.8 

27.4 

5.9 

27.2 

-2.3 

261> 

Sept 

8.8 

30.9 

6.9 

31.6 

6.6 

28.9 

64 

28.4 

0 1 

297 

Oct 

85 

31.6 

8.6 

33.1 

7.4 

30.3 

6.3 

29.0 

7: 

12.2 

Nov 

8.6 

31.2 

8.4 

32,1 

8.6 

31 8 

7.5 

.10 2 

65 

*4 7 

Dec 

8.8 

31.3 

8.5 

31.7 

8.6 

31 3 

7.8 

30.8 

9 1 

15 9 

Jan 

9.1 

31.8 

7.6 

30.6 

9 1 

30.8 

7.8 

30.8 

94 

15.9 

Feh 

9.5 

32.9 

8.3 

31.1, 

9.5 

.31.8 

8.3 

31.4 

10.2 

15 9 

March 10.5 

34.4 

10.4 

32.6 

9.9 

32.8 

8.3 

31.4. 

116 

169 

1994-05 











April 

118 

36.8 

13.3 

36.9 

9.8 

33.8 

8.7 

32.5 

12 1 

15 8 

May 

12.0 

.384 

15.0 

40.1 

10.6 

35.3 

97 

14.3 

13 2 

16.9 

June 

118 

39.9 

15.6 

42.7 

10.8 

37.8 

9.5 

361 

12.5 

186 

July 

11.6 

41.5 

14.6 

45.2 

ll.l 

39.8 

*9 

38.5 

13.4 

41.1 

Aug 

10.2 

41.9 

11.6 

44.7 

10.9 

41.3 

9.8 

39,6 

13.1 

41.8 

Sept* 

8.4 

41 9 

10.0 

448 

11.2 

43.3 



12.4 

45 8 

CJct* 

8.7 

43.0 

10.9 

47.6 

10.3 

43 8 



11 6 

47 4 

Nov* 

9.2 

43.3 

(1.0 

46.6 







Dec** 

9.9 

44.3 ' 

11.3 

46.6 








• provisional ** up to December 17. 1994 + exeMiog nwicrah . 
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h&mXB&lm theacturiof rW.60d»» 
taggentogaa ex cis e incre as e of 14 per 
cent; to the Wff for primary arddet (other 
than minerals) such excessive rise worked 
out to about 3 par cent 

Poanaui Causb 

The macro-economic data obviously 
soggeat distinct contra-indicattora in regard 
to inflation during the recent period. If 
agricultural output it considered at having 
a dominating influence on inflation io India, 
these contra-indications are tnie of the entire 
period since the beghmint of 1991-92. These 
are further reinforced by a comparison of the 
recent developments in regard to inflation 
with those of the 1980s. The decade of the 
1980* was generally marked by some 
moderation in the rate of inflation. The 
annual average of the inflation rate as 
measured by the WP1 worked out to about 
7 per cent during the decade 1980-81 to 
1990-91 despite a high level of money supply 
growth <17 per cent per annum in M,) and 
a aeries of macro imbal ances such as the large 
internal and external debt incurred by the 
central government, sizeable budget deficit 
and, above all. a phenomenally high-level 
of monetised deficit. Agricultural growth, 
which is a major factor on the supply side, 
showed vast year-to-year fluctuations during 
the decade. Even so. it did show a decent 
growth of about 3.6 per cent per annum 
(compound). 

The first four years of the 1990s so far have 
also experienced a similar growth in 
agriculture. The overall monetary growth 
has been around 17.6 per cent (if 17 percent 
growth u assumed for 1994-93). Asignifcani 
aspect of the monetary growth in the 1990s 
has been the curtailment of the centre’s 
borrowing from the Reserve Bank of India, 
that is. the lize of the monetiaed deficit. 
Despite these reasonably favourable supply- 
demand factors, the underlying inflationary 
phenomenon has persisted in the post-reform 
period. An answer to this phenomenon has 
to he found in certain specific factors that 
have operated during this period giving rix 
to significant sectoral price pressures, some 
of which are directly relased to the stabilisu km 
and structural adjustment programme. 

Hnt. the policy of reducing subsidies in 
some of the commodities has led to higher 
prices for them Since Match l99l.theWPl 
of fertilisers has shot up by 100.6 per emc 
similarly, electricity tariffs have gone up by 
63.9 par cent and coal prices by 38.1 percent. 
Secondly, the devaluation of the rupee with 
simidtaaantii rmphiali on export-promotion 
has put some pr es s ure on theprices of Impott- 
hawdandsxpon-crtanted Industries. Because 
of d« o peration of other forces such as the 
rimMhwvaoua reduction m customs md excise 
dudes. It to dMkui to pinpoint the effect of 
dtom factor* on specific commodity prices. 


out dwt erica* of isapoifed4 l ugLn98di did 
not carry Mghouaaoms duties ia the paw and 
hence have not enjoyed any mhatantial 
reduction*, frewi ilty mdrciiori bcmocofilK 
devaluation oftherupee. Likewise, aggressive 
export promotion of many priaaary 
commodities has pushed up their prices in 
the domestic market 
A third, and probably the most important 
factor responsible for the acceleration in the 
inflation rale since the beginning of the 
1990s as compared with the 1980s is die high 
levels of procurement and minimum support 
prices granted to agricultural c o mmodities. 
Between 1980-81 and 1990-91. the 
procurement price for the common variety 
of paddy was raised from Rs 105 per quintal 
to Rs 205 per quintal, i e, an annual inc rease 
of a little less than 7 per cent or roughly 
equivalent to the general inflation rate, 
whereas in the next four years, the increase 
has been from Rs 203 to Rs 340 per quintal, 
i e, at the annual rate of 13.5 per cent which 
is much higher than the avenge inflation rate 
of 10.7 per cent during the period. The 
contrast in the increases in the procurement 
prices of wheat for the two periods has been 
even more glaring: from Rs 130 to Rs ISO 
per quintal or at the me of 3.3 per cent 
per annum in the 1980s and from Rs ISO 
to Rs 360 per quintal or at the rale of 18.9 
per cent per annum in Jhe 1990a up to the 
1994-93 marketing season. This phenomenon 
u seen without exception m the entire gamut 
of price fixation for jowar. bajra, maize, ragi 
and major varieties of pubes, inconsequence, 
and also as pari of the policy of redudag 


' a non iw oi wwen my vc 


is the i mp etu s given to faro market fbsena 
m the new economic aoilieu. Earlier, diare 
was a semblance of conMt on trade duougb 
the Essential Co mm o d i tie s A a and such 
other administrative restraints against 
s p ecul a tio n. The y have aH been given the go¬ 
by and hence the h ol d in g power of dte rich 
farmers and the speculative proclivities 
amongst tndqomwt be expected to play a 
major role in inflatioa in the coming months. 

A brawler aspect of the socio-pohucai 
milieu which will contribute to the 


of the new economic policy. Experience 
shows that a higher rate of acooaadcgaawtfi 
within such a distorted aodo economic 
structure pm Jhns requires a h ig he r level 
of inflation. The guiern m c a a has oododbt 

inflation - for example. RBI’s open amttat 
operations and monetary control and 

procuremcntMamann tuppart prices for 
the rabi crops to be awriuited in the 1985- 
96 marfcctitig season. While dmte aaenaaaaa 

unhkeiy that they win cmh in an enduring 
manner the tm dc ri yhn i n fla tionary format 
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of Bureaucratic ‘Doras* 



'. The staff associations of the central government employees have 
submitted a memorandum to the Fifth Pay Commission suggesting 
revised pay scales and other benefits for IAS, IPS and other government 
officers. The proposed salary structure indicates a conspiracy by the 
bureaucrats to squeeze the state's resources in order to indulge in 
western-style conspicuous consumption, even while the masses become 
increasingly impoverished. 


THE Fifth Pay Commission is in the process 
of working out the modalities of pay increase 
for the employees of the central government 
of India. It goes without saying that once 
the pay scale system of central government 
employees it worked out. the pay scale of 
different public sector units, autonomous 
bodies such as universities, and the 
employees of state governments will be 
■ worked out based on the pay scales of central 
government employees. Of course, the 
constitution of the Fifth Pay Commission is 
one of the routine processes of the central 
government as it has to refix the pay scales 
every 10 years based on the price index, the 
rateof inflation, etc. As I am not an economist, 
lam not really competent todiscuss the basis 
of pay fixation and such matters. 

Whig I am concerned with here is a specific 
question which in many ways is going to 
condition our socio-economic life in the 
future. The Delhi University Teachers 
Association (DUTA) has circulated a 
newsletter (of October 1994) in which a 
, stocking thing is revealed with regard to the 
trend of pay scales for which the central 
government employees are going to ask. 
DUTA asked various teachers associations 
of India to suggest the modalities of pay 
scales, promotion avenues and the structure 
of other benefits. For the information of the 
teachers associations, the DUTA newsletter 
furnished the detai Is of pay scales, promotion 
avenues and other benefits that the Staff 
Associations of Central Government 
' Bmpkjyecs(SACGE)suggcstedinthcirirKmo- 
rimdum to the Fifth Pay Commission. DUTA 
•iked the teacher community to study the pay 
scales suggested by SACGE and u> suggest 
teachers’ own pay Kales, so that it can sub- 
mita similar memorandum to the pay commu¬ 
te appointed by the UGC recently. The 22 
main hems that SACGE suggested to the Fifth 
PS y Commission are given in the tables. 

What is shocking is the very mood and 
thinking of central government employees 
in suggesting these scales, pronxKion avenues 
■' and Other benefits. The suggested pay scale 
for a cabinet secretary is Rs 60.000 (fixed) 

. pet month as against the existing Rs 9.000, 

£ and Rs 55.000 (fixed) for a secretary as 
; againstRs&0t)0ffixed)pernionihat present, 
'^flpr ao additional secretary the suggested 


pay scale starts at Rs 44,000 with an annual 
increment of Rs 1.000, ending at Rs 55.000, 
as against their present pay of Rs 7.000-7,600. 

The suggested junior scale for IAS officers 
is Rs 9,000 per month with an annual incre¬ 
ment of Rs 250. culminating in Rs 13,500. 
as against the existing Rs 2.2(X)-4.000 pay 

Tabu: I: Pay Scaiks PHorosi.n by SACGE 


-gjilaryprajp 

. s /easilyworkout 

to Rs 16,000 and more per month The grass 
selaryofacabinet secretary would be around 
Rs 140,000 per month. 

The other items they asked for are much 
more shocking. They want their retirement 
age to he raised to 60 years as against 58 
years. They asked for total exemption from 
income lax and for 100 per cent neutralisation 
of DA. Their medical facilities need to he 
changed from government hospitals lo non¬ 
government hospitals with a guarantee uf 
full medical insurance: their group insurance 
needs to he raised to Rs 5 lakh. They want 
free transport and also a vehicle advancement 
of Rs 2.5 lakh. Having got all this, they need 
to live in a comfortable house, and so have 
asked for a lowered interest rate House 
Building Advance (HRA) ol just 7 lakh. 
Since all this is not cm High, they need a reason¬ 
able education allowance of only Rs 5(8) per 


Existing 


Proposed 


ICAS 

(a) 8MXK2SO-12(XK)-300-13501) (FAS) 
(h) WJIJO-2.SO-12000-300-13500 \ IAS) 


IKS 

■HXXl ■JIXMSIXX) 


Junior scale 
2200-4000 
Senior scale 

(a) 3000-4500 (a) 11000-250-12000-300'15000 (FAS) 

(b) 3200-4500 (only IAS) (b) 12000-250-12tXXI-.JIXl- I SOtKI (IAS) 

Junior adminisirjlive 

grade/cadre 

(a) .3700-5000 (a) !5<XX)-40t>-l900t)(FAS) 

(b) .3925-4700 (only IAS) (b) 16200-400 19000(IAS) 

Selection grade 

(a) 4500-5700 (a) 17000-400-1OIIOO-500-2100(> (FAS) 2H(X*>-7.St>.3|(XXI-ltXX)-l4tXX) 

(h) 4800-5700(only IAS) (b) IH200-40O 19000-500-21(XX)(IAS) 

Senior administrative grade 

22000-500-2.3000-750-26<XX) < IAS) 

26000-750-29000-|000-3(XKX) (I AS) 


l3tXXI-4(XI-2IXXX) 


19(XX)-«X)-2 IIXX)-75l)-’)i5(X) 


Grade I-59<X)-fi7tt> 
Grade ll-New 
Super tune scale 
(Additional secretary) 
ST l-7300-76(X) 

ST ll-New 
Secretary 
tUXXI (fixed) 

Cubinc) secretary 
9000 (fixed) 


33(XX)-IIXX)-55IXX) 


.300UO-I0fi0-33(XX> (IAS) 
33000- l(XX)-3MXX> (IAS) 

37(XX>-1000-39000 (IAS) 

Not suggested 


4401X1 1000 5MXXI 


55<XX) < lived) 
WXXX) (fixed) 


Notes: FAS = For All Services: IAS - Indian AdminiMralivc Services 



2: Lf-wmi ufr Sfcftvir> (in Yfaks) Kmj(i(ki 4> wGn PnoM<iTUib, 


Service 

Junior Adimm- 
slrative Grade 

Selection 

Grade 

Joint 

Secretary 

Additional 

Secretary 

Secretory 

IAS 

X.5 

14 

16 

25/26 

n ~ 

IFS 

Y 

14 

IK 


11 

IPS (police) 

X.5 

14 


29/30 

32/33 

IA and AS 

K/9 


17/18 

30 

IPS (postal) 

IRS 

it/12 

9 


2V24 

22/2.3 

3(1 

31 

- 


Junior scale (Ks 23XM0IX)) 

Senior scale (Rs 3000-4500) 

Junior administrative cadre I grade (Rs )7(Xt-5(XX» 

Selection grade (Rs 4500.5700) 

Senior administrative grade (Rx 59<X)-67tX» 

Rules of Hnmuiliim for IAS: * 

- Senior scale on completion of lour years to be given automatically 

- Jamor administrative grape on January I of (he year in which the officer comptcie* tune years 

to be given automatically. ~ * 

" Whe " 1,1 ,fr,Cer Cmeni lhC l4lh year °* * en ' ice - to •» rven pncrkalty 


- Beginning 

- 4ih year 

- 9th year 

- 14th year 

- 16th year 
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> thttfts&m of twoeWtbm 
Theroocd teems tube tint if the g o v er nm ent 
allow* this education allowance without 
limit, they would like to p rocrea t e more 
children to that they can get further R* 500* 
per month. A forgotten suggestion seems to 
he that those who do not want to produce 
children also need to be gi ven some allowance 
because that is going to help the state by 
reducing that bureaucratic family’s growth 
to a negative rate. The Indian bureaucratic 
clau does not seem to be producing children 
for children’s sake but producing them for 
allowance’s sake. 

Apart from these substantial monthwise 
benefits, they asked for lowering'the 
qualifying service for pension to 28 years, 
raising of pension to 75 per cent of 
emoluments for full qualifying service, no 
ceiling for gratuity, encashment of 12 months 
earned leave, LTC once in two years as 
against existing once in four years (that must 
he given even after retirement), so on and 
so forth. It is quite obvious that the seniof 
IAS officers who can influence the Pay 
Commission are involved in suggesting such 
pay scales and other benefits. 

There is a criminal conspiracy in asking 
for and probably gelling, if not as it is. but 
near about scales. The conspiracy is to 
squeeze the stale’s resources and indulge in 
western-style conspicuous consumption in 
a country where more than half ot the 
population docs not get two square meals 
a day. It is widely accepted that our 
bureaucracy is a non-working negative 
bureacracy which trcais the stale and its 
resources as its private property. 

If their suggested scales arc ol absolute 
necessity for a ’comfortable’ He. they must 
he starving in the present scales. Rut the 
reality is not that. Even a person from poor 
Tainily without any property, within a short 
lime after joining service as an IAS or IPS 
officer, can acquire urban properties. In a 
situation of collusion ol bureaucrats and 
politicians their non-salary incomes have no 
limit Yet they want these salaries; greed 
docs not seem lo have any limns. 

Wc were all witness to the laa that alter the 
revision of pay scales at the l9K0s, almost onc- 
Ihird ol ibe top bureaucrats and university 
feodum entered the Maruti car class’. In spile 
of increasing inflation, as the employees' 
DA rates woe correspondingly increasing, 
the position of the salaried clau is far better 
than that of middle peasants or small entre¬ 
preneurs The IAS officers, in their memo¬ 
randum. made it very dear that they want 
to belong to the ’Maruti clau' and hence 
asked for Rs 15 lakh vehicle advance, ol 
coon*, specifying the pnee of a Maruti 800. 

Doom the*'responsible'officers, a grew 
majority of them m e ri tonou* a* they did not 
come under the reservation quota, know the 
economic condition of the country? Are they 
not the ones who are handling the economic 
affairs of the country? Are they not the oou 
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even to construct a village road? Do they 
net know dun the World Bank and IMP are 
after us to squeeze us and capture ail the 
markets? Are not the same officers telling 
us with the help of statistics they themselves 
collected, that half of the Indian population 
is living below the poverty lioe? Yet why 
are they asking for such salaries and benefits? 
Is it patriotic for high administrators of 
this country to draw more than Rs t ,00.000 
salary per month? 

The conspiracy of this mode of thinking 
is not an ordinary one. It it very much linked 
to the liberalisation process. On the one hand 
the same government is indulging in 
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f.-.;': ? awmr s it io aecsor alter se ct or. Even the 
selling of shares in the railways is being 
mooted. All this is being done in die name 
of ‘efficiency’ of the public sector. Lou 
showing’ in every public sector company 
has become the logic of the day, so that, that 
portkuiar company shouM become privatised 
in no time. 

In the face of all this, if government 
employees draw salaries at this level, the 
first thing that will happen is that'democracy 
in India' (id whatever form that it exists) will 
collapse. How? In the face ofrite tremendous 
inflation that this salary structure itself is 
going to create will ruin the economy in all 
fronts. Since the government would not be 


Tails Orxsa Boom 


Benefit 

IAS 

IRS knot Coatakabue ComriNec 

Retirement age 

To be raised to 60 

To be raued to 60 


Pension entitlement 
Qualifying service 

To be lowered to 


3 yean of tenner 

for pens ion 

Rate of pension 

28 yean 

To be raised to 

“ 

V) years 


73 per cent of emolu¬ 
ments lor toll 
qualifying service 


75 per cere of i mnliuatati 
for full qmhfymg service: 
proponso—e increase far 
qaetifying service re 
excess of 50 yean 

Minimum pension 

- 

- 

Rs 24.00 pm 

Gratuity 

Encashment of 

No ceding 

No ceiling 

The oabag ot 16.5 yean 
awl Rs 1.00.000so he 
removed. 

earned leave 

Up to 12 months 

Up to 12 months 

JOO days 

LTC 

Once in 4 yean 

To be given once 
m 2 yean 

Oner m 4 years 


after retirement also 

after ictoemeot alto. 

to pemoM alto 

Voluntary retirement 

" 

“ 

AtehyeanofqHlfpag 

service 

Encashment of 

Be pc/mmcd without 


Eqavakre of *e half gay 

half pay leave 

any deduction 

- 

leave aocunmltted 

Housing 

Raise HR A «i realistic 

Tiding housci on 



levels 

lease 

HRA to be icaksoc 


CCA 

In terms of percentage 
of basic pay 

Rt SOaCtacs-A city 
Rs 400-Cbss-B oty 
Rs WO-Clats-Ccity 


Medical facilities 

From non-governmental Medical saMsacc 

hospitals should also he 

permitted 


Group insurance 

Ceiling to be raised to 
Rs 5 lakh 

Ceding so be tatted 
to Rs 5 lakh amend 
Rs 1.2 lakh 


Conveyance 

Free transport 

Provide mapon 
berimes to afl 


Bonus 

Scope to be aanowwd 
down 

No ceding 

- 

Vehicle advance 

Ccshag to be ranod to 
Rs 2.5 lakh 

To be tawed to 
exfactory price of 
SOOocMan* 


HBA 

Cerlmg so he ratted 
to 7 lakh, 
lateral rate to he 
lowered 

To be reseed so R* 10 
lakh 


Composer advance 

To be fivcn aepmdy 

To be gtneo i cpitnfy - 
Urn «lien of ere) 

Fa Hr Hi if ilbifMot 

ReaereuMe up to two 

Rs 500 pm per chrid 
«p « a renuntem of 
two chddreo 


Income taa 

IncomakiwNj tampt 

** 


DA 

lOOpoc own 

* 
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tepay such huge salaries, mass retreoch- 
ZtoiM'mosM take place. Along with the top 
’ fedastrial das* the top bureaucratic class 
’ Will become thoroughly integrated into 
,A' imperial markets. Already the gap between 
'the urban and rural economies is enormous 
(if we exclude urban slums), and this gap 
is going to increase. 'Americanised’ riches 
andcom forts on the one hand, mass poverty 
and sttrvation deaths on the other, will 
become the order of the day. We know that 
the dalits, bahujans and tribals will be the 
victims of this kind of inflation economy. 


The same bureaucrats wflttfcso,begta to a*y 
that democracy is an imiflletent system, and 
dictatonhi p controlled by imperialist bosses 
will be projected as the only alternative. 

Whetherit is DUTA or other teachers’ and 
employees' associations, they must under¬ 
stand the implications of this kind of salary 
structure. Instead of asking for such salaries 
we must, first, fight this very mood of aggran¬ 
disement. One only hopes that the teaching 
community behaves with greater responsibility, 
not toward one's self and one’s own family, 
but towards the starving masses of this country. 


ANDHRA PRADESH 

Tribal Forums Unite for Self Rule 

B Jiasrdku Rao 
M Bharat Bhushan 

fn the face of threats to their lands, livelihood and cultural identity 
posed by state policies - including the proposed forest and land transfer 
. bills and the Polavaram dam - and rising atrocities on tribals, adivasis 
in Andhra Pradesh are demanding the creation of a separate tribal 
t district of Bhadrachalam and self rule in tribal areas. 


SEVERAL forums of tribal people jointly 
organised a conference on "Threats to Tribal 
Identity and Importance of Self Rule’ on 
November 20, 1994 at Bhadrachalam. 
Khamnuun district. Andhra Pradesh. The 
conference, convened by Mokalla Papaiah, 
addressed issues related to land alienation 
and displacement of tribals; atrocities 
against tribal women, tribal employees and 
tribal sarpanchs; implications of proposed 
bills on forest and resettlement and 
rehabilitation; need for tribal self-rule; and 
the recommendations of the Bhuria 
Committee. The state level conference was 
attended by 300 delegates from Khammam, 
Warangal, Vizianagaram, Vishakhapatnam, 
Srikakulam. East Godavari, and West 
Godavari districts and Hyderabad, represent¬ 
ing organisations of tribal employees and 
studenta, scholars of tribal studies, 
development NGOs and co-ordination 
forums at national, state and district levels. 
Participant organisations at the conference 
included the Akhiia Bhanta Adivasi Vikas' 
Parishad. A P Adivasi (Girijana) Samakhya, 
Koya Abyudaya Sanghara, Adivasi 
Sanfbibava Committee (Warangal), Kmshj 
(Warangal), Yard, Secure, Casas, and CPS. 
Afier the delegates’ conference, a procession 
of3,000 people went around Bhadrachalam 
raising slogm related to the Land Transfer 
Regulation Act. Forest Bill, proposed 

.• Polavaram dam, tribal self rule, 
Bhadrachalam as a tribal district, common 
p rope rty resources, etc. A public meeting 
held in die evening was attended by about 
vflOO people. 

V; B Janardhan Rao, addressing the public 
sneering, outlined how development policies 
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pursued by the post-independence govern¬ 
ments have further intensified the process 
of marginalisation of the rural poor and 
tribal communities by alienating them from 
their common property resources. He said 
that the current economic policy isdestructive 
in general and would lead to the erosion of 
tribal identity as well as their extinction as 
distinct peoples. The moves towards lifting 
restrictions on land transfer in agency areas, 
he said, would turn the tribals into destitutes 
and slaves in their own lands. In the long 
run the process would also uproot the small 
and middle peasants among non-tribais in 
the agency areas, as these lands increasingly 
become the playgrounds of industrial and 
foreign capital interests. He said that there 
is an urgent need to extend the Sixth Schedule 
provisions to all tribal agencies and initiate 
the process of tribal autonomy to safeguard 
the rights of tribal communities asguaranteed 
by the Constitution. Speaking about the 
Forest Bill, he said that it should be radically 
reframed to protect forest wealth from 
becoming the private resource of capital 
interests. Unless it is amended the traditional 
rights of adivasis would be totally eliminated, 
and this would lead to the privatisation of 
public resources. All development projects 
hitherto introduced in the agency areas have 
only developed the tribal region, but not the 
tribal people. A distinction must be made 
between 'development' of tribal regions and 
tribal emancipation, failing which all those 
progra mm e* aimed at tribal development 
would further intensify the hold of the 
migrant* and weaken that of the natives, and 
would only create the illusion of tribal 
development while the ground reality 
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' ■ - ooddMmtthbeneof^Mtii conflict arid 
contradtotiow in Be tgwstfr areas. 

The goterilseeretaryofdw Adivasi Vftaaa 
Parithad(AP),GD V Kumar, explained the 
growing threat of d e ve lo pm en t policy in 
terms of the physical numbers of tribal 
communities. He said that the increasing 
atrocities on tribal employees reflect the 
unaccommodative nature of modernisation 
process on one hand, and the threat to the 
survival of illiterate and powerless tribal men 
and women, on the other. He argued that the 
extension of the Sixth Schedule provisions 
to all agency areas was the only way to 
prevent the extinction of tribal communities 
and that around 8 per cent of the national 
budget must be allocated to tribal bodies to 
ensure their progress and freedom. 

M Bharath Bhushan, environmental 
activist, said that the current economic policy 
spells doom to people in rural and tribal 
areas. Large tracts in the agency areas are 
to be converted into private estates in the 
’national interest’. Several big projects of 
mining, irrigation and power are being hastily 
cleared and thnut on the agency areas without 
the consent or knowledge of the project- 
affected people. This is conspiratorial and 
anti-people as this development reduces 
people to dispensables, he said. “The 
proposed Polavaram dam across river 
Godavari would wipe out the Koya 
community as a whole, causing environ¬ 
mental catastrophe in the eastern Ghats and 
widening regional inequalities and 
imbalances", he said. ‘There would be a 
serious socio-environmental crisis and social 
unrest as the Polavaram project threatens to 
submerge 3S0 settlements in Andhra. 
Madhya Pradesh and Orissa and 2.A lakh 
acres of land under cultivation, and displace 
2.24.724 people among whom tribals are 
around 1.5 lakh." He said that the loss in 
terms of forests, wildlife sanctuaries, and 
archaeological sites would be irreparable. 
The loss in terms of forest wealth itself 
would be around 65,000 hectares due to 
direct submergence and vertical (uphill) 
migration by the tribals. The Polavaram 
project waa being pursued to suit the interests 
of political patties in the developed coastal 
Andhra districts and industrial interests of 
Vishakhapatnam. He said that the project' 
should be immediately withdrawn, lest It 
invite severe unrest in the eastern Ghats. 

Muria YerraJah Reddy, former MLA, said 
that the moves to withdraw the Land Transfer 
Regulation Act would deny the right to 

survival of the tribal communities, and there 
would be maw uprising in the agency areas 
against such myopic and anti-poor moves. 
Only united straggles of tribal forums of 
various sections and at different levels would 
arrest the march of encroachment of foreign 
capital interests into tribal areas, he said. 
Bodies such as (he Integrated Tribal 
Development Agency, Girijana Co-operative 
corporation, etc. have strived to meet their 
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cjwci^T*ftH»y*crin«i MKfiwiy moranpif 
Wfenultw ittue* end Mad* of die tribals. 
Tiny only perpetuate the hold of the 
niddtemen. The political parties in the area 
tiled to address the real issues of 
mpovcrishment and exploitation of tribal* 
y organised forces of trade. 

Rameth. co-convenor. Adivasi San ghee- 
ihava Committee, dwelling on the educational 
nd employment concessions given to the 
ribal communities, said that they are nominal 
. essence, and even those provisions were 
lemg denied to them with a few migrant and 
eve loped communities gaining tribal status 
fiateon the one hand, and the discrimination 
y dominant caste groups on the other, 
.efening toihe repeated torching of a small 
'illage of Gothi Koyas (Poongutta village 
i Pega Panchayat of South Bhadrachaiam 
-orest Division) by the forest department, 
ltd the campaign by vested interests 
oriraying Gothi Koyas as criminals, he 
sked how Gothi Koyas. who cut lens of 
roes in the reserved forest are termed 
riminais white Bhadrachaiam Paper Board 
legally clears hundreds of acres of forest, 
mains most civilised. He said that calling 
ribals as criminals was a new device to 
rotate and demoralise the uihals in their 
wn land. The conspicuous silence or coven 
uppon to such anti-tribal machinations and 
treaties by the parliamentary left panics 
vas highly deplorable, he said. He requested 
wlett and democratic forces toacknowledge 
k problem of tribal identity in the true 
mse and to combat the forces aimed ai 
eliminating cultures and threatening the 
urvival of tribals as peoples, instead or 
uying lip-services to the issue of tribal 
ippression and exploitation. 

Mokalla Papaiah. convenor ol the 
-(inference, said that the Uihals arc lacing 
;veral threats to their survival. During (he 
usi two years several tribal women, 
arpanches, and employees have been 
objected to assaults and murder. Tribal 
vomen in large numbers were subjected to 
sxuai exploitation, concubinage, and 
ssertion in roadside villages and mandal 
radqu after*. Recently, a tribal woman was 
sundered and matte to look like a suicide 
n a lodge in Bhadrachaiam. while a sarpanch 
nOSMoor mandal headquarters was tortured 
or three days and killed by a group of 
antractors a few months ago. Similarly 
event tribal employees in ITDA and ICCS 
ire being discriminated against, harassed 
nd some even kidnapped. The government 
nacMnery hi the agency neat hi highly 
tegtigent of the growing threats to tribal 
survival. He said that first the lands of the 
ribals ware looted, then their women were 
h e a t ed . now the tribal leaden and youth 
thnl d tog tri b a l in te rests are b e in g p hyricafly 
timintfed and their women are being forced 
two prostitution and saxuat ex ploit a tw n. 
’apaiafc said that die denumd for declaring 
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BhadndMMt a tribal dtetriette wMVipgma , 
aodesrertdalaensurebmtesecUfRyftrthe 
tribal people. He said the moves to amend 
the Land Acquisition Act 1894 (I9S4) and 
the Land Transfer Regulation Act (I of 
1970) were aimed at facilitating easy and 
total control-over the natural resources of 
the agency areas. Until now it was a son of 
internal colonialism, disguised and covert, 
in the agency areas, which is inconvenient 
for the speedy exploitation by multinational 
corpdtatfons. Now the new economic policy 
wants to facilitate the proem of unhindered 
and overt colonisation, which he said, has 
to be fought by tribal and non-tribal poor 
jointly. He said that the current phase of 
tribal transition is critical, as it would either 
eliminate tribals as peoples if there is no 
conceded resistance, or would become a 
new ere of dignity and pride to the tribal 
people through self role if they succeed m 
resisting the current changes. 

Other speakers included Sri Ramuhi, Tribal 
Teachers Federation-. T Bharati. president. 
AdivaBVil u Ba B m sh ad.Vi ria n agw mdmrict: 
Aswapati, BSP contestant for assembly 
elections from Bhadrachaiam; Kunjam 
Venkateshwarlu. tribal leader; Kunja 
Sitaramulu, secretary. Tribal Teachers 
Federation; P Laxmaiah. Adivasi Sanghee- 
bhava Committee: and re p re se n t atives of 
tribal student and youth organisations. Tribal 
cultural activists Paayam Muthayym.Girijana 
Kuman, Sn Ramulu. lagan and others 
presented cultural programmes. 

M Papaiah read the resolutions passed by 
delegates conference in the public meeting. 
These are: 

(I )The demand for a separate tribal district 
constituting agency areas of Bhadrachaiam 
and Burgampad is several years old and is 
supported by several political parties. The 
area has large tribal population and is a 
contiguous region. Bhadrachaiam district 
must he carved of Khammam as a separate 
tribal district immediately to ensure safety 
to tribal* and effective impl e m ent ation of 
development programmes and participation 
of tribal people m governance. 

12 )The moves to lift LandTransfer Regula¬ 
tion Act are anti-tribal and anti-poor m the 
agency areas of the state. Already the illegal 
control and hold of non-tribals over the 
tribal lands is rampant Instead ol enforcing 
the legislation into practice to ensure tribals 
livelihood with digmty. the present moves 
to lift the act are ret ro grade. Such moves 
would result in making lakhs of tribal people 
into landless within a short time. It would 
legitimise 111 prac ti ce s that are considered 
criminal or offences hi regard to the aib a l* 
according to dm existing lagtslaiions hi the 
agency areas. Such moms are severely 
condemned. The LTRA thouM not only 
conbtaieto operate without eny amendments 
but abo mast he implemented affectively 

(3) The prepooed Fdaverem dent ac m es 
river Godavari submerges above 350 
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sct O cm t a i* . pndondngMty at nsphnivety 
tribal, tit the ageMy areas of Bastar. 
Mtftangtri.Khenimam.eatt Godavari end 
West Godavari. The dam would result ia 
cultural genocide of the Keys tribe as it 
would disintegrate around half the 
population of the comm un i t y. Attempts by 
the state government to get clearances and 
financial support without any rehabilitation 
programme and content of the ounces is 
highly anti-people. The state g overn mem 
must immediately declare the project as 
withdrawn to avoid severe ecological 
imbalance in the eastern Grins aodcxtinctioa 
of one of the largest tribes in die rone. 
Ecologically and ec o nom i cally the project 
is a catas tro ph e and it must be withdraw n . 

(4) Several clauses in the propoiad forest 
bill arc against die interests of tribals. Qsuses 
like 'carrying capacity*, ‘powers of 
settlement officers’, ‘classification of the 
forests', give a rbitr ar y powers to the forest 
officials which deny the rights of the forest 
dwellers guaranteed by the earlier and present 
forest legislations. The free play of the 
smugglers m the forest areas widi the covert 
political patronage would further i wenrify 
as the propos e d forest hill further ahrnmei 
the tribals from the forests. 

(5) Atrocities againM the tribal people m 
general, and tribal women and (hen l eade r s 
are growing in the recent past. The 
responsible authorities employed for 
checking inch atrocities aw inordraaiety 
delaying the justice due to the victims, 
obviously under the pressure of local vested 
interests. As a result the feeling of insecurity 
among tnbal people is visibly growing. The 
conference condemns the growing strodtics 
on tribal people. 

(6) The conference uOSarinousty urged 
three-fold alternative sol uti on s to end the 
growing strodlics rod ntuhi-prongndisahr 
on tribals. viz. 

(a) gntMing self nde to the tribal regions by 
effacti ve application ofthe Sixth Sdwdate 
of the Constitution. 

(h) introduci ng three- ti er system in the tribal 
region as specified tinder (he Sixth Sche¬ 
dule and granting distnet adivasi council 
with full iegitUti vend executive power* 
to deal with the affairs related to land and 
forest man ag emen t, utili sa tion of w ares 
resources and all other maaon related to 
the normal civic life in the villages, 
(c) Altering the taw eaforctag age n cies m 
the Htynethase context to deal with the 
offenders in regard to die land, torero 

(7) thud the provisions of Sixth Schedule 
are put tido vog u e , the elections to die focal 
bodies in the ag enc y to be held utidtr 73«d 
Amendment (ftroc ha yut Rig) must be kept 
in ab e yan ce . 


to took into the varied dunemronsuid preni- 
biHliei of u n e ra tm ns hu a i tribal kM ah 
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''- Latin American Liberalisation 
and US Global Strategy 


t r ir y y, v-^ ,r 


I Petras 
Todd Cnvahixzi 


Liberalisation is not merely a ‘development strategy ’ elaborated to 
facilitate Latin American integration into the world market. Nor is it an 
inevitable product of some immanent ‘globalisation process’. Rather 
liberalisation is a product of US economic policy-makers, bankers and 
multinational corporations allied with Latin American transnational 
capitalists. It is specific class and state interests (not world system 
imperatives) that dictate the new liberal political economy. In this sense 
reversing liberalisation must begin at the national level within the class 
structure and move upward and outward _ 


THERE are a number of explanations for 
the liberalisation policies that have been 
applied in Latin America. One school argues 
that there is a nationalist-populist policy 
cycle, which begins with state intervention, 
nationalisation and protectionism; consoli¬ 
dates an ‘import-substitution’ development 
strategy, then enters into crises because of 
growing state and trade deficits, macro- 
economic. imbalances and declining 
competitiveness leading to the initiation of 
the ‘liberal revolution’. Another line of 
argument focuses on the growth during the 
1970l of a class of transnational Latin 
capitalists linked to the world market and 
benefiting from state sponsored export 
strategies who became the central nucleus 
defining the strategy of liberalisation. A 
third school emphasises the role of foreign 
debt and the leverage and influence of the 
’ World Bank (WB) and the International 
Monetary Hind (IMF) in imposing the liberal 
agenda as a condition for refinancing the 
debt. Others emphasise class conflict and the 
changing relationship of class forces, both 
internally and externally. According to this 
' line of inquiry a coalition made up of the 
. national bourgeoisie, the working class and 
pgmtantty. which formed the basis of the 
import-substitution strategy, broke apart as 
- k rissult of a ‘squeeze’ on profits and state 
resources, leading to a new coalition of 
military regimes, linked to an export 
bonigeoisie in pumcnhip with MNCs. 

; . Parallel to this interna! shift the collapse in 
eastern European ‘socialism’ eliminated an 
alternative source of funding and markets, 
forcing Latin regimes to adapt to the demands 
of the remaining global powers - the 
advanced capitalist countries. 

Tbine is no doubt that all of these 
explanations provide us with a partial 
explanation 1he import-substitution model 

. d6d enser into crises - though it is not clear 

[ that it had exhausted its economic potential. 
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of moving from consumer to durable goods 
to capital goods production and investment 
in high technologies was at least a theoretical 
possibility. What is clear is that politically 
the social coalition had reached an end - with 
the class issues dividing labour and capital 
creating difficulties in sustaining a common 
policy. Though the liberal transformation is 
thus in pan a product of class conflict, that 
does not explain the particular economic 
policies adopted, particularly those unfavour¬ 
able to national capital. 

The second line of reasoning, the growth 
and hegemony of a ‘new* capitalist class 
linked to overseas circuits and thus a 
determinant force in bringing about the liberal 
transformation does refine the previous 
argument by identifying a particular segment 
of capital linked to export markets, and 
overseas financial institutions: a social strata 
that straddles both the ’internal’ and 
‘international’ economy. The problem with 
this argument is that this segment is 
determinant oidomestic policy buldependtnl 
on external institutions, both political and 
economic for its economic strategy to 
succeed. Moreover the ’transnational 
capitalist’ explanation may explain shifts in 
country policies but it fails to explain the 
regional transformation - liberalisation has 
taken place on a continentwide basis. 

The argument about the class struggle and 
the fall of eastern ’socialism' may have 
reinforced and accelerated the liberal 
transformation but the latter preceded the 
collapse of the Wall by at least-* decade. 
One could juzt as easily argue that the liberal 
transformation caused the demise of 
socialism as much as that the latter brought 
about the ascent of the former. 

The explanatory paradigm in which the 
IMF and WB play a decisive role in the 
liberalisation process certainly is a powerful 
one; their regional reach, the uniformity of 
their prescriptions, the powerful leverage 
they exercise and the high correlation 
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and 

^ _Aefr policies suggest tha 

thaytadaedhadamaJttrhandin«ngl»eerin 

the liberalisation process 
Nevertheless one is left with severe 


questions. If the WB and IMF are importan 

acton, the internal co mp osition of then 
Institutions reflects the principal donoi 
countries, primarily the US, Germany ant 
Japan. However, the policy impact o 
liberalisation in Latin American has not hat 
a uniform effect on all three central powers, 
The IMF. and WB strategies are themselves 
shaped and given substance by the cotnpetin 


economic superpowers. 

in this context, liberalisation in Latin 
America should be examined not merely tu 
an outcome of local ruling segments or MNG 
and international financial institutions, but 
rather shaped by the strategic economic 
needs of the US state. The primary fact in 
the post-communist world is the increasin ' 
competition for dominance of world 
markets by the US, Germany and Japan. 
Each economic superpower has carved out 
regions of domination from which to reach 


Tabu 1: Royalties and Licence Fee Payments 
to the US pxom Latin Amwk'a. 1962-93 

(Million US f) 




Year 

Average 

Payment/Year 

Total 

Payment 

1962-71 

-2.6 

-26 

1972-81 

-24 2 

-242 

1982-91 

-39.5 

-395 

1992-93 

-189.5 

-179 


Tabu 2: Dwelt Investment Payments to the 


US mom Latin America. 1962-93 

(Million USS) 

Year 

Average 

Payment/Year 

Total 

Payment 

1962-71 

-7.6 

76 

1972-81 

-417.4 

-4.174 

1982-91 

37.4 

374 

1992-93 

-32 

-64 


Note: Direct investment payments lo the US are 
made up of profits remitted, non-remitted 
profits and reinvested os well at distributed 
earnings. 


Tabu 3: hmausT on US Bank Loans and”'" 
Other Payments to Latin Amwmca. 1962-93 
(Million US S) 


Yew 

Average 

PaymeMfYew 

Total 

Payment 

1962-71 

-198.2 

-1.982 

197241 

-2.769.3 

-27.69.3 

1982-91 

-17,360.4 

-1.73,604 

1992-93 

-14,608 

-29,216 


Note: These payments are made up ot 
approximately 90 per cent iutereet 
payments to private US banks, with the 
o*er IQper cent being made ap of foreign 
■eenrities. private eorp bonds, and stock 
dividends. 
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ovtf m pw two aP O O Ct iqv oompeoKtre 
advantage* in a number of product areas 
(automobiles, electronics, etc). As a result 
the US has been pfttog up a huge trade deficit 
both with Japan (and other Asian countries) 
and to a lesser degree with Germany. The 
withdrawal of US troops from Europe/J span 
means that ftATOnd other military alliance 
nd longer serve US policy-makers as 
'economic-political leverage'. Threats of 
‘commercial war' are two-edged swords that 
can adversely affect US exporters and 
importers (and low wage domestic consumers 
of cheap foreign imports). The line of least 
resistance and the one most congenial and 
compatible with historic US policies (Monroe 
Doctrine. Panamerican Union. Alliance for 
Progress, etc) is a regional bloc strategy in 
which the US as (he major hegemonic power 


tsbttedMfea fen feat toyfekaandlicaacs 
fee i Miwi m m Um hnc n wH * facreasMdv 
important to fee US balance of payments 
(Table 1). Between 1972and the fint quarter 
of 1994 royally and fee payments totalled 
1.06 billion dollars. Between the !960i and 
fee 1990s royalty and licence payments 
skyrocketed: 1962-71 average payments 
per year were $ 2.6 million; 1972-81 they 
grew to average payments of $ 24.2 million 
and in 1982-9) to$39.S million and during 
1992-93 the yearly average was $ 189.8 
million. Royalty/licence payments are a 
form qf reiu that are not based on either 
investing in productive facilities or financ¬ 
ing production. Royalty and licensing 
payments withdraw income without 
adding value. 

The growing importance of ‘rentier 
income' to US external accounts is evident 


can extract trade, investment, interest and 
royalty surpluses from Latin America. Prom 
this vantage point Latin America (and 
Canada) are strategic sources for the 
accumulation and transfer of profits, interest 
and royally payments to the US to compensate 
for the negative transfen to other regions. 
The US trade surpluses with the Latin 
American countries serve to compensate for 
the negative trade balances with Asia and 
western Europe. Low cost production in 
Latin America (cheap labour in Mexico. 
Caribbean) allows US producers to compete 
overseas and in the US market with global 
competitors. 

In this context the liberalisation of Latin 


when we compare US earnings from 
investments to payments for royally and 
licences. Between 1961-71 total licence and 
royalty payments were one-third of total 
profits from direct investment, S 26/76 (in 
millions): betwee n 1972-81 the royalty and 
licence to profits ratio declined to 6 per cent. 
S 242/S 4,176 (in millions); dining 1982-91 
royalty payments amounted to S 395 million 
dollars while direct investment to Latin 
America resulted in a S 373.9 million dollars 
loss. Between 1992 and 1993 the net royalty 
and licence payments were three time t grea ter 
than profit remittances. 

Duutt Investment Paorm 


America was essential to providing US 
capital with access to markets and earnings 
to remain globally competitive. In this sense 
liberalisation is intimately linked to US 
strategic global interests. This policy is a 
product of a consistent continentwide push 
by the US from the early 1970s. Liberalisation 
was pursued via the IMF and WB through 
— US representatives: Latin dictators who 
promoted liberalisation were financed and 
supported: doctoral transitions were brokered 
by Washington on condition that the new 
electoral regimes de ep ened the liberalisation 
process, in a word liberalisation ax a regional 
strategy is part and parcel of US strategic 
"'global policy: Insofar as liberalisation 
‘works', h has worked primarily for the 
benefit of US MNCs and banks but most 
importantly for the US political economy as 
a whole. Liberalised Latin American 
economies provide strategic benefits to the 
US in balancing its external accounts. In the 
following section we will analyse the 
different forms (types) of return by which 
US has benefited from its hegemonic 
relation - through MNC investments, bonk 
longs and royalties, 

RovM.tr and Lkbncs Paymbktj 

The US battle to include ‘intellectual 
property' rise ns la fee GATT agreement 


In the 20-year period between 1962 and 
1981 US raukinafional corporations remitied 
S 4.25 billion to the US. This was fee boom 
period of the Latin American economies. 
Psrticuisrty during 1972-81 UScorponriam 
benefited from fee first wave of liberaiisMioft 
and the huge influx of overseas financing 
(Table 2). 

However with fee onset of the world 
recession m 1982. the debt crises and the 
Structural Adjustment Policies (SAP) caused 
the Latin market to shrink, consumer 
spending declined and most e co nomie s in 
fee region went into a tailspin. The negative 
effects of massive c h a n t t c H ing of resources 
to meet debt led to a preci pito us decline m 
direct investment paymentsto fee US. During 
1982-91 there was a net km of S 373.9 
million. As we shall see below, there is an 
inverse relationship between interest 
payments «ad profit remittances: as fee 
banks extracted vast sums of interest md 
principal payments, profits from productive 

invmiram twyittico. r css tnc oopg 

crises pro vi ded lev e ra ge forfealMWWortd 
Baak to push for the privatisation of pubbe 
enterprises — many of vk ; were purchased 
by US muftt ns t i o o alt . As fee limited 
eeosMtic recovery took niece. US erefit 


.pm 

sn d the fi rst qu artrrof 1 994. S ISPm fHfaa 
in p ro fi ts were resaitted * an iispovaatst 
over fee dismal performance of fee IfeMb 
but far below fee levds of 1972-81. The debt 
crises, and SAP not only had an advene 
impact on fee Latin American ecouomiet 
but a substantial negative impact on the 
profit payments on US MNC. 

Table 4: Cumulative US Trade Suerumu 
amd Dmcm sv Dec am wn Latm Ammta. 

Iadam. Gsdmamv. amp ESC 1962-43 

turnmUSSt 


Year 

Lana 

America 

Japan 

Germany 

BBC 

1962-71 

4.246 

-4.795 

-2.710 

13.492 

1972-41 

43.445 - 

-75.464 

-I3J3S 

47JI0 

1942-91 

-17.250-4.32.373 

90.103 -44.130 

1992-93 

4.441 -1.09.356 

-17.242 

5.761 

Sum ret t Unless otherwise noted, all data 


derived from UN Depart went of 


Economic 

and Social Deni 

iQMMlML 


1992 buermmttimml Trmdt VwniDri 


Yearbook (VJV 9* XVtl 3. Vet 1). New 


York. 1993. dm* r* 

bond Iren 

• Special 


Table B in 1964-93 efeuonr 


Tabu 4A US Balance or Tsadc. 196293 




lltmmUSfy 

Yew 

Latm 

Japan 

Germany 

BBC 


America 




1962 

-too 

0 

too 

1140 

1963 

-140 

320 

42 

2300 

1964 

370 

130 

121 

2340 

1965 

200 

-440 

150 

1740 

1966 

2S0 

-660 

-230 

1360 

1967 

310 

-340 

-ISO 

1190 

1964 

590 

-1200 

-1004 

290 

1969 

710 

-1560 

-446 

940 

1970 

1240 

-1405 

-349 

1992 

1971 

1130 

-3600 

-419 

520 

1972 

1039 

-4041 

-1434 

-477 

1973 

1069 

-1371 

-1562 

712 

1974 

1643 

-2366 

-1442 

2672 

1975 

5126 

-1439 

-215 

6127 

1976 

3474 

-5460 

30 

4004 

1977 

1701 

-9507 

-1376 

2644 

1974 

2675 

-I24SS 

-3142 

976 

1979 

4420 

-9271 

-270S 

ns 

I960 

MID 

-11173 

-444 

19499 

1941 

13374 

-17579 

-1105 

7561 

1942 

3540 

-ICM3 

-2643 

4B5t 

1943 

-11645 

-22094 

-9954 

-2223 

>914 

-IIS69 

-37447 

-7912 

-10176 

1945 

-4657 

-44507 

-IIIM 

-14634 

1946 

-1904 

-54403 

-14563 

-23934 

1947 

-490 

-57324 

-15322 

-29917 

1944 

ton 

.54201 

-12172 

-12642 

1949 

-1070 

-50964 

-7951 

-2692 

1990 

5754 

-44763 

-9442 

-2*39 

1991 

9114 

-49940 

-4913 

10096 

1992 

*300 

-90002 

-7992 

6724 

1993 

2241 

-99354 

-9669 

-967 

Imkw: Unless < 

i thorn is 

s nasad. 

OH dam 


dsrived from UN Dr p a re aaa i a t 

#992 Nirmnamaf Their Twenty 
huhMt(WttXV»!>.VslM«t* 
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$!£'>• ? ' tke principal source of private payments 

%;* ftMmneu economic activities has been 
interest payment s . The growing liberalisation 
of financial circuit* and the conversion of 
the US into a‘financier state’or creditor to 
Latin American private and public investors 
led to heightened debt burdens. Spiralling 
interest rates led to a massive increase of 
interest payments to the US (Table 3). Interest 
payments from Latin America to the US 
were an important counter-balance to the US 
deficit with Japan and Germany. Thus while 
the US was a creditor to Latin America, it 
was a debtor to the rest of the advanced 
capitalist countries. The total interest 
payments transferred from Latin America to 
the US be t we en 1972-92 amounted to over 
$.233 billion dollars, of which $ 206 billion 
was transferred between 1982 and the first 
quarter of 1994. These vest transfers had a 
very negative impact on Latin American 
growth, imports and domestic demand, but 
provided die US with a sizeable source of 
income to compensate for its deficits with 
Japan and Germany. ’Liberalisation’ has the 
effect ofincreasing interest and rent payments 
to the US at the expense of the growth of 
productive assets. Liberal economic policies 
increased outflows ofinterest payments while 
facilitating the sale of licensing and patent 
a gre e me nts. Privatisation opened public 
enterprises to buyouts and revived the 
prospects for the return of profit payments. 

The flows of payments to the US show 
a spectacular overall increase with the 
deepeni n g of liberalisation - particularly 
interest and rent payments. It is no wonder 
that ‘free market’ policies have become the 
Keystone of US policy and is one reason why 
US policy-makers are willing to support 
‘free market’ electoral' regimes against 
military coups. 

US-Lahn American 'HtADE 


grew during d» first decade of Hberalitedon 
(1970-82). With the debt crises and the 
structural adjustment programmes (SAP) llje 
US exports to Latin America declined while 
imports increased as part of the Latin 
. American ‘expon strategy’ designed by the 
IMFtoaccumulateincome to pay the bankers. 
Nonetheless if we examine the long-term 
effects of SAP it has opened new 
opportunities for the US to re-enter and 
penetrate Latin American markets. If we 
compare the four years prior to the debt 
crises (1979-82) to the years after the 
adjustments (1990-93) we observe that the 
consequences of deeper liberalisation has 
been to increase US trade surpluses beyond 
its historic high points. While on the one 
hand the debt crises and SAP did result in 
temporary loss of markets in the long ran 
the structural changes leading to the 
elimination of protective barriers has led to 
greater US penetration and takeover of Latin 
markets. 

If we compare the US balance of trade 
between the US-Latin America to US-Japan 
in the period between 1970-82. we observe 
that the US favourable balance in Latin 
America compensates in part for the deficits 
with Japan (Table 4). During the debt crises 
years (1983-89) the US deficit with Latin 
America was only a fraction of the deficit 
with Japan. With (he economic recovery in 
Latin America, the US surplus rc-emerges 
but it is only a fraction of the deficit with 
Japan and barely coven the trade deficit 
with Germany. 

The US loss of trade competitiveness in 
relation to Japan and Europe was temporarily 
papered over by the exploitation of 
favourable trade relations with Latin 
America. However, the US gains through 
‘liberalisation’ have sufficiently undermined 
the Latin productive capacity to the point 
where the surplus from a weak trading region 
fails to compensate for the deficits with 
strong trading partners. 


. • rums 

returer ^ 

agreements. The date reveal a steady upward 
movement (die reverie of the US relation 
with Ada and Europe). During 1962-71, the 
cumulative return amounted to $ 6.5 billion; 
during 1972-81 the cumulative return was 
$ 75.5 billion and during 1982-91. $ 156.4 
billion; during 1992-93 the cumulative 
returns were $ 38.1 billion (Table 5). The 
cumulative returns to the US arc of strategic 
importance in reducing the global deficit 
and compensating for loss of competitiveness 

in other regions. Without the growing 
exploitation of Latin America the decline of 
the US would be more marked and the 
unfavourable impact on its global position 
more pronounced. 

Between 1962 and 1971 US income from 
Latin America amounted to three-quarters 
of its trade deficit with Japan, and was 50 
per cent greater than its trade deficit with 
Germany. In the following decade, between 
1972 and 1981, US income from Latin 
America matched the cumulative trade deficit 
with Japan. In the past decade, between 1982 
and 1991. while the US doubled its earnings 
from Latin America, its cumulative trade 
deficit with Japan increased almost five and 
a half times and its deficit with Germany 
increased seven-fold. The same pattern seerm 
to hold for the present decade. The 
liberalisation of Latin America has 
augmented the surplus appropriated by the 
US. thereby in part compensating for its 
growing trade deficits with Japan and 
Germany. The growing exploitation of Latin 
America is matched by the declining trading 
position of the US vis-a-vis its main 
competitors in the world market As the table 
indicates, Latin America has been of strategic 
importance to the US in balancing its trade 
accounts and covering over its declining 
global position. 

Latin American Billionaikhs 


If we turn to examining the US trade 
surplus with Latin America we add another 
dimension of the asymmetrical relations of 
Ae US to Latin America and the underlying 
reason for US support for ’free trade 
i|reMxnts. 

jRlom the 1960s to the beginning of the 
1980a ’debt crises’, the US had a substantial 
trade surplus with Latin America. During 
1962-71 the US average annual trade surplus 
a m o un ted to S 426 million; between 1972-81 
the annual trade surplus grew to S 4,345 
aittkm The surplus turned to a trade deficit 
beginning in 1983 and continued till 1989. 
The average yearly deficit during 1982-91 
; amounted to $ 1,725 billion (Table 4). 

WMithe ‘economic recovery’ the US once 
■s , again began to accumulate a trade surplus 
between 1992 and 1993, an annual surplus 
t- '• at % 2.2 bilUon. The trade surplus of the US 



Cumulative Balance Sheet 

If we add the three sources of US income 
from Latin America (rent, trade interest, 
profit) and compare to the trade deficits that 
the US has with Japan and Germany we can 
begin to understand the strategic importance 
of Latin America to US global politics 
(Table 5). 

The contribution of Lain America*) the 
US global position can be best understood 


- Parallel (o the heightened US exploitation 
of Latin America the free market policies 
have led to a profound polarisation of Latin 
American societies and the growth of a new 
class of super-rich Latin American~ 
billionaires (The data arc drawn from Forbes, 
July 18,1994. pp 135, J52,153.) This class 
is a direct product of the liberalisation 
process: in 1987 there were leu than six 
billionaires, by 1990 there were eight, in 
1991 there were 20 and by 1994 there were 


Tasle 5. Cuwijmtiv'e Income awm Latin Ahboca Cimthud to T*ac* Dmcm with Jacan 
and Gsimanv av Dbcaos 1962-93 

(MHlirmUSt) 



1962-71 

1972-81 

1982-91 

19*2-93 

Income from Latin America 

6.330 

75.554 

146375 

38.140 

Balance of trade with Japan 

-8.795 

-75.461 

-43237.1 

-13*356 

Balance of trade with Germany 

-2.7.10 

-13438 

-90.103 

-17.242 
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prior to free matter nbentturion: anal 
became bitticnairea wflfc the buyout of 
public oototprim during the late 19§0« 
and )990». Essentially thin data of 
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bUHonahes with their vast network of media 
outlets and allies in the state apparatus, 
control economic policy and electoral 
processes. In Mexico through the PRI, in 
Brazil through the corrupt political class, 
in Chile through the Comctnacion, and in 
Argentina, Venezuela and Columbia 
through the traditional major two parties, 
the super-rich have gained valuable mining 
concessions, telecommunication systems, 
tourist and manufacturing assets. 

There are now more Latin American 
billionaires (41) than them were in most 
puts of the world in 1987 when Europe had 
36, Japan and Asia combined 40. the Middle 
East/Africa eight, and almost as many as the 
US (49). The great concentration of wealth 
in a small group of families is one of the 
most significant 'success' stories in Latin 
America: for, the seg roups have truly entered 
the top floor of the ‘first world’ in every 
seme of the wont. It is they who not only 
have bene fi ted from liberalisation - at the 
expense of the massive impoverishment of 
the majority - but who through their finks 
with the liberal electoral regimes have been 
the major backers of noo-liberal policies. 

The process of economic concentration of 
wealth occurring in Latin America is pan 
of a global process - product of the 'neo- 
liberal counter-revolution'. Between 1987 
and 1994 the number of super-rich 
billionaires has increased from 49 to 120 in 


within the private sector to die very rich. 
‘ Neo-lib* raUtm' is in essence a etfhemism 
for the reconcent ration of income through 
the international regulation of slate policy. 
Income is transferred upward and outward - 
leaving the poor to struggle in marpngl 
'micro-enterprises', informal employment 
and hand-outs from projects sponsored by 
non-gover nm ental org ani s atio ns. 

The importance of the Hbenltsatkjfi and 
privatisation policy for the co n centr ation of 
wealth and the em e rg e n ce of the super-rich 
inLatin America can be glimpsed by looking 
at the brief biographies published in Forbes 
magazine of asample of six Mexican billion¬ 
aires. {Forbes, July 18. 1994. pp 186-190.) 

The Peraha family, worth $ 2.5 billion, 
is involved in a major joint venture with 
BeU-Adantic of the US which has invested 
& 1 billion in a cellular phone company. 

The Guftron family enterprises are traded 
on the US stock exchange, and they have 
climbed to billionaire status thanks to the 
fortune they made through investment in 
Banco Naciona! de Mexico (BANACCI), 
the financial conglomerate that arose from 
the l992privatUarionoftheBancoNacional 
de Mexico. 

The Salinas Pliego family, worth S 2 
billion, was enriched through the purchase 
ofthc gover nmen t-owned Television Aztecs 
for S 645 million in a joint venture with US, 
General Electric-owned National Broad¬ 


Ltberahsarion and nracturaJ adjustment 
policies have played a strategic role In 
opening up Latin America to US 
exploitation and providing a mqor source * 
of income to compensate for US dedining 
com pe titi v eness in other regions. At ton 
same rime, liberalisation hna created a new 
class of Latin bflfionaires who mcreariugly 
d omina t e politics and the ec onomy and are 
major partners with US banks and 
muhinationalt. The result is reshaping ton 
regional economic structure with gremcr 
integration at the top and increasing 
disintegration at the aub-natin aril level. The 
neo-Bberai po lices have also polarised dm 
class structure: the emergence of a new dam 
of Larin biUtoMirestritti major investments 
rathe US, as wed as joint ventures inLatin . 
America with US conglomerates, Hm very 
rich are indeed an in t eg r al pari of dm first 
world. Ou die other side is the growth of 
an impoverished inborn force fnoed wito 
declining state social expenditures, 
chronically low paid rsaglnyment. and 

the price for the admiasian of the taper-rich 
into the first world. 

Liberalisation as toe ideology of ton 
hegemonic power in t^s hemisphere has 
become mt instrument of gfobri rntepaH- 
rioo- and sh oul d be viewed an pan of 
strategic economic goals. In any cast ■*. 


the US, 40 to 86 in Asia Pacific. 36 to 91 
in Europe and from eight to 14 in west Asia 
and Africa. The decline of welfare 
programmes and the privatisation process 
have been instrumental in polarising the 
world between a small group of very rich 
business families and hundreds of null ions 
of marginalised temporary workers. The 
notion of centrefperiphery does not capture 
the super-rich classes north and south linked 
through a multiplicity of investments, 
financial and trade circuits as wdl as licensing 
and pattern agreements. The integration of 
the super-rich into the global market place 
and their capacity to direct and regulate the 
nation-state to finance and subsidise their 
mtommioml links is the most significant 
fact of global politics. Globalism is the 
programme of the auper-rich. 

The parallel growth of the billionaire dass 
in Latin America and heightened US 
exploitation are dual ou tcomes of the two- 
liberal counter-revolution. This is most 
erideol in thecouotries which have advanced 
fortheet on the pnto of aomliborei p olit ics : 
Mexico has 24 bUHoanires and has been the 
main some of tradti, Mmn, royalty and 
profit incotns for tht US, followed by BraaU 
with bUUonaiias, Argentina, f*httn tad 


casting Company (NBC) for pro gra mming. 
Jorge Larren Ortega and family also in vested 
in and profited enormously from the 
privatisation of the BANACCI. He bought 
thr i tre n wn n t lRCaMw o ifp^aiwliif 
S 500 millioo and now his Grupo Industrial 
Mineria Mexico is Mexico's biggest mining 
company producing 90 per cent of the 
country's copper, gold, stiver and zinc in 
partnership with ASARCO of the US and 
Belgian Union Miniere with revenues of S I 
billion per year. 

The (banco family valued at $ I billion 
became billionaires thanks to a $400tmibon 
i nves tm ent in the privatisation of Telefonos 
de Mexico and m 1992 a $ 200 million 
investment in BANACCI. 

Cosio Arino family also became 
billion si mi with their investment in the 
privatisation of the Banco Nacionai de 
Mexico, hi 1991 with the privuritarioa of 
'he stsae owned Mexican t e lephon es . Cosio 
Arino dan got 5 per cent of preferred voting 
stock for S SO eriUton which in 1994 is 
valued at S 400 mttNon. 

Thin sample of M o xtca n billionaires 

'aiWWWmiiWk W mHi 

(neo-Hberal privatisation) favours the 
concantratiou of primes wealt h , emi the 


H brraH Mttoo has uot and is not nocoety e 
'developme n t strategy' el a borated in * 
facilitate Latin American integrarian aria 
the world market. Nor is it an toevfcrible 
product of some immanent 'gtabnhanmni 
process'. Rather Whrr sli sati en is ajnodact 
of US e c onomi c polic y ma k e rs , barikarasad 

American tramnariooal capitaKsts. I is 

system imperatives) tom dictate toe acw 
liberal poMical economy, in this scorn 
reversing SbcrsNsaxa must begm at ton 

move upward and outward. 
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•• i for LA 1992 came from source 5 
’ for LA 199.1 came from sounf 9 
for Japan 1992 came from source 1 
for Japan 1991 come form source 10 
.far EEC 1992 come from source 4 
' far BBC 1991 came from source 9 
for Germuny. all data came from source I 
- The data on Tabic 5: 

far LA 1962-91 came from sources 8. 6. 7. 2 
1992-91 came from sources 8. 6. 7. S, 9 
for Japan 1962-91 cumc from source 2 
1992-91 came from sources 1, 10 
for Germany 1962-93 come from source I 
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93 [Internes]. Available. lmeroei-Nolional 
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Trade AdatfaiMratfow W Foreign Tndt 
HtiWgfcta, U S Total Trade Balances urf® 
Individual Countries. 19*0-93 
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A Japanese View of Chinese Threat 


SP Seth 


Japan is perturbed over China’s growing naval strength as it may lead 
to escalation of tensions in the Asia-Pacific region. 


CHINA's growing military strength has been 
a matter of growing concern in the Asia- 
Pacific region, so much so that voices are 
being heard in Japan about a security threat 
from China. The Japanese are generally 
reticent on this. But not professor Shigeo 
Hiramatsu who teaches Chinese studies at 
Kyorinuniversity.lna recent articlein Japan 
Review of International Affairs he dwells at 
length on the Chinese threat. He points to 
a series of assertive Chinese claims and 
activities which portend trouble. These are: 

(I) The promulgation of a law in February 
1992 establishing China's sovereignty over 
south China sea islands, including the sprailys 
on which claims have been made by other 
regional countries too. The law also lays 
claim to the Senkaku islands in east China 
sea. which Japan claims to he under its 
control. The law also places, the seas 
surrounding these islands under Chinese 
sovereignty. (2) As a sequel.Chinese marines 
landed on Da Lae reef in the Spratlys to plant 
a sovereignty post. (3) Further assertion of 
Chinese sovereignty came, when Beijing 
awarded a US oil company the right to 
develop oil resources in an area claimed by 
Vietnam. The concerned US company was 
assured that the Chinese navy would defend 
the former's oil exploration operations from 
outside interference. (4)Such Chinese claims 
and activities are backed up by its growing 
military might, such as: the purchase of 24 
supersonic Su-27 fighter-bombers from 
Russia, 100 S-300 surface-to-air missiles with 
four launchers, and five 11-76 transport planes. 

There are reports that Beijing is likely to 
purchase more lethal weapons and equipment 
from erstwhile Soviet republics which 
include an aircraft carrier, kilo-class conven¬ 
tional submarines, heavy backfire bombers, 
aerial refuelling technology, andT-72M tanks. 
Little wonder that China's defence budget 
has gone up by about 50 per cent in the past 
few years. The increase could well be greater 
since official defence budgets in China 
grossly under-report military expenditure. 

It is tnie that the Chinese navy does riot 
measure up to American or Japanese 
standards. But there have been both 
qualitanvc and quantitative improvements 
in the Chinese navy since the 80s. According 
to .Hiry ta.su. “The ships in the People’s 
Liberation Army's (PLA) navy may be oui- 
dated on the whole, but over the past dozen 
years or so. missilc-cquippcd destroyers and 
conventional submarines are being built at 
a rate of one per year, and missile armed 
frigates nanieuf three per year. 


The destroyers and frigates are being 
upgraded and updated to accommodate 
sophisticated electronic equipment or carry 
helicopters. They are being built without 
portholes and are otherwise sealed to 
withstand nuclear warfare”. China is said to 
he developing a second generation 
submurine-launched ballistic missile with 
three stages and a range more than 8,000 
kilometres. It is also building a nuclear 
submarine to carry these missiles. 

Apparently, all this is being done in persual 
of a dear strategic doctrine. According to 
Lin Zhiye of the Dalian Naval Vessels 
Academy, where key naval personnel arc 
trained, the PLA navy aims to achieve (i) 
a fairly large radius of action, including the 
capability to wage war in the surrounding seas, 
(ii) the ability to control the sea and the air 
space in a given area independently; (iii) a 
strong rapid response capability; f i v) a strong 
amphibious capability, and (v> the ability to 
threaten orhers with its nuclear capability 

However. China does not expect in 
foreseeable future any major armed conflict 
in the region, though it predicts certain local 
conflicts. According to professor Zhang 
Jingyi. new and old border disputes, such 
as the Chinese invasion of the islands in ihc 
south China sea, are intensifying with each 
passing day and may not necessarily wait 
till the next century, a justification, perhaps, 
of China’s annexation of these islands in 
1992. Zhang Jingyi finds the directum ol 
future conflict shifting towards the high 
seas and hence, the importance ol naval 
power to China. 

Nevertheless. Beijing hopes that it might 
not have to use its naval power to achieve 
its objectives. As Lin Zhiye opines. "Only 
when a Country possesses a mobile fleet can' 
it hope for political and diplomatic solutions 
whereby one vanquishes the enemy without 
striking a blow.. but when the threat fails, there 
is the option of delivering an actual strike”. 

In the context of China's threat to the 
Asia-Pacific, Hiramatsu is most worried 
about the wrangle between China and Japan 
in the east Asia sea, particularly regarding 
the Senkaku islands. The east China sea is 
supposed to be rich in oil and marine 
resources, which also explains China's 
assertive ownership over the islands in the 
south China sea. The Japanese fear that 

though at present China has concentrated on 

the south China sea. it would not be long 
before it fixes it* eyes on the east China sea. 
Thus. Japan cannot remain indifferent to the 
Chinese designs in the east China sea. 
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Teachers’ Salary Scales 

Case for a Fresh Look 

Arnrik Singh 

The issue of pay scales for teachers needs to be looked at afresh, 
especially that of parity between undergraduate and postgraduate 
teachers. Some differentiation between different levels of teaching needs to 
be created to encourage academic excellence and to improve the 
performance of colleges. The concept of an academic ladder needs to be 
amplified. 


1 


WHENEVER the issue of emoluments 
payable to teachers is discussed, generally 
the emphasis is on the scale of pay that goes 
with a job at a particular level. This is 
understandable. In the hierarchical world in 
which we live, the scale of pay is important. 
The question generally raised is: is it higher 
or lower than another equivalent job? In 
plain words, the question of hierarchy and 
the related dimension of vertical mobility is 
seen to be important. 

In this respect, the pay commissions which 
are appointed every few years have on the 
whole done (within limits) quite a job of 
rationalising the system. Almost every pay 
commission claims, amongst other things: 
that it has brought down the number of pay 
scales that had been in force earlier. The 
mtelfflon is not to have too many pay scales; 
a multiplicity of pay scales causes confusion 
and even leads to malpractices. 

In this respect. Pakistan has done an 
impressive job. In the early 70s. when Bhutto 
was in power, the system was both 
rationalised and streamlined. Ail employees 
were fined into one of the 22 scales that the 
country decided to have for itself. A driver, 
for instance, wherever he is posted, would 
be in the same scale of pay. and so on. Skills 
and responsibilities have been identified and 
slots accordingly created. For almost a quarter 
century, the system has run fairly well. 

In our country, a kind of breakthrough 
was achieved in respect of university and 
college teachers when the 1973 scales were 
introduced. In respect of university teachers, 
a kind of parity had existed with Class I 
officers in the government of India. Now 
this umbrella of parity was extended even 
to college teachers. This issue, though 
important, does not have to be discussed 
hem. But a inference to one minor dimension 
of the problem might be in order. 

When, in 1986 in the wake of the report 
of the M chro trt Cotnmmcc, the issue was 
befog processed, the question arose; with 
whom to equate university professors? In 
line with the general thinking that teachers 


have to be paid well, it was decided to put 
university professors one notch higher than 
a joint secretary. To equate them with a 
secretary would have been laying it thick. 
Therefore, a kind of compromise was made 
and university professors were equaled with 
additional secretaries. It may not be out of 
place to mention here that the government 
of India docs not have more than 200persons 
in this rank. Those in the same scale in other 
departments number another 250-300. Even 
a Lt General in the Indian Army is in the 
same scale. 

The more pertinent issue is that there are 
hardly more than a dozen or so Lt Generals 
in the army, whereas university professors 
number around 10.000already, in course of 
time this number would increase. 

An average teacher is not even aware of 
ibis parity having been established at these 
two levels of appointment. That the job of 
a professor is highly remunerated is a matter 
of remote concern to him. Most of them me 
not likely to reach that level of seniority. 
What is. however, of much greater concent 
to Mm are issues such as: How he is regarded 
by others? How he is perceived by society 
in general? is he given the kind of regard 
or consider*tor which others drawing the 
same scale of pay would receive? What 
about facilities such as housing, medical 
care, transport and several other perks which 
are of much greater consequence to him? All 
these are issues which concent Mm intim*ely 
and deserve lo be looked * somewhat closely. 

n 

At Otis stage, a distinction needs to be 
drawn between private employme nt and 
government employment. In the private 
sector, salaries are high and the perks are 
equally lavish. It all depends upon the level 
Mwhich one is working and the responsibility 
that goo* with the job. Outing the days when 
everything was cowtmHedhy th e g ov ern men t 
certain limns had been fixed tn respect of 
remuneration, etc. in the privare sector. But 
with the liberalisation of the economy, most 
of the restrict tom have gone and the re* 
would also go in the yean to come. Anyone 


working in the private sector, therefore, can 
look forward to an exceedingly handsome 
level of remuneration. 

In the gov ernm ent or the ‘public rector, 
things are regulated much more rigorously 
than in the private sector. Rules are 
prescribed. Who u empowered to relax those 
rules, and up to what limit, are alto desriy 
and specifically laid down. In plain words, 
(here is little room for flexibility In certatn 
jobs, however, there are more perks and 
facilities than in other jobs. Some of them 
are therefore much sought after because they 
promise a better deal. 

In the public sector, for instance, access 
to transport is easier than in the government: 
the same is trtieof travel as also ensertammenL 
Therefore, these jobs are coveted. When 
teachers hear about the lavish hospitality 
expenses available to some categories, they 
forget about the parity that they have with 
certain categories of employees and their 
attention is immediately switched on lo what 
others have and what they themselves do not 
have. 

Envy is a strong human characteristic and 
it at work in each country and in ev er y 
system. It was sai d about th e era while USSR 
that as many as 18 million persons belonged 
lo what was called the maa^enal class It 
was a privileged class; k> some extent it was 
even a seff-perpetuatmg class Among the 
wont sufferers of the collapse of the 
cornmumt system have been these IK million 
employees. During the days of the command 
economy, they wielded enormous power 
and that is whar set them apart (*>m the rest 

In out lituaqon. the Indian Administrative 
Senpce has to some extent established the 
same kind of pre-eminence over the years. 
In fact, they sudd so much power dun it rs 
they who more or less decide what scale* 
of pay, perks and facilities would he allowed 
to other services. There is a certain kind at 
undisguised hostility between those who 
belong to the I AS and the test. On occasions 
it even assumes the form of confrontation 
between professionals and generalists. 

It is not necessary lo go into there wider 
issues, but aae issue certainly requires to he 
considered. Should the pay scales of 
university and college teachers he do es dad 
with reference to what tv payable to Clan 
I officers? Why cannot these teachers he 
paid more or less, as the care may he. To 
link their scales of pay with those available 
to any category of government employees, 
even if they belong to Class I. is to concede 
the paini in principle ill* all thenam hare 
to be nude with reference wwh* is payrtte 
to (hue in the go rerem ent. 

k is tree that there employees are very 
owncrou* wo iti sneer nmnsn «ney ov^i 
ail others, k ta equally tnir ds* tins sy*em 
has prevailed more or less from the lWh 
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wc arc poised 
it not time to 
delink ihc two spheres off activity'.* In other 
Words. ait integrated and socially rational 
> and just view of what is payable to teachers 
ought to he taken. This meuns that teachers 
at every level, from the primary to the 
university' level, ought to he viewed as 
members of a distinct profession. How they 
arc to he paid and what differential is to he 
maintained between the different levels ol 
johs is an issue that deserves serious and 
independent consideration. 

The Teachers'Commission-II. which dealt 
with university and college teachers, did nor 
go into this issue except in a general way 
for the simple reason that a UGC-appointed 
committee under R C Mchmtra was already 
at work on it. The other commission which 
dealt with school teachers was not inhibited 
by any such consideration. It therelore 
examined the question of salary scales and 
made specific recommendations. 

The point which deserves to he underlined 
is that teaching is a distinct profession. 
Emoluments payable to different categories 
of teachers do not have to he determined by 
considerations which arc applicable to 
government employees. Their conditions of 
work are different and therefore they should 
he dealt with differently. If there can he any 
kind of an analogy, it can only he with a 
related profession like health. Both teaching 
and health have a good deal in common: 
both arc sorvicc-onented professions. If some 
kind ol parity orcunespondccc is maintained 
between the two. that would he in order. 
Toseck to maintain any such parity between 
teachers and other government employees 
in not in order. 
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How the issue of salary scales loruni versity 
and college teachers has been handled can 
be broadly divided into I wo phases. The lirst 
phase extended from 1947 to 1973 and the 
second phase which began in 1973 continues 
to this date. 

s. Thu is the general picture. In between 
. there are details, and only the moje relevant 
, ones may be referred to. For instance, the 
significance of the 1973 scale was that though 
university teachers had been generally 
aimed with Class I officers of the govern¬ 
ment of India, this parity was extended even 
to college teachers. This was the principal 
significance of the pay revision in 1973. 

Owingioa variety of reasons which cannot 
. he gone into here, even before the next 
revision took place in 1986. the central 
government had conceded one dung, which 
; indeed it tried to undo in 1986. After a 
/. prolonged strike of 110 days in Delhi 
university in 1982-83, the centre conceded 
■ wfeatcatneto bccalled automatic promotion 
thelecturer’s scale to the reader’sKale. 

- this amounted to going beyond what had 
-/ teen sanctioned in 1973. 

I?/».\ . 


When the revised scales were announced 
in I9R7. the organised teacher opinion 
opposed it for two reasons. One. having 
conceded more than it wished to do. an 
attempt was made in 1986 to recover the 
posiion, and this did not please Ihc teachers. 
The lecturer's scale was now proposed to 
he subdivided into three stages and the 
reader's scale into two stages. While the 
latter proposal was eventually withdrawn, 
the three stages of the lecturer's scale were 
retained. This somewhat amateurish move 
did not help. 

To quite an extent, movement from one 
suh-stugc to another has been more or less 
automatic Even in the ease of lecturers 
getting the reader's scale without much fuss 
ihc situalinn is not significantly better. Quite 
a few lecturers at least in one university have 
managed to get the designation of reader. 
Not only that. Ihc internal control system, 
which normally regulates movement ffotn 
one stage to another, has become ex¬ 
ceptionally weak and ineffective. 

Though this is not the only explanation 
for what has been happening, an important 
point that needs lo he made is (hat in acwfeinic 
terms, it was a miscalculation of the first 
orderwhenin 1973, postgraduate and under¬ 
graduate leaching wcreetgtaiod with each other. 

In any academic system, there has to he 
a certain hierarchy of jobs. Such a hierarchy 
exists everywhere. In the academic world, 
movement from one stage to the other 
betokens some growth of knowledge and 
competence and a certain measure of 
crcaii vily. To prescribe that everyone would 
be in the same scale of pay. whatever he is 
(caching and wherever he may he located, 
may have solved one problem (gening a 
living wage lor everyone), bid it has created 
another problem. It has destroyed for all 
purposes the notion of climbing up the 
academic ladder. With that notion under¬ 
mined. movement Inim one stage to another 
declined lor the mosi part. This in turn has 
led to academic degeneration which is one 
ol the problems that ihc system has lo face 
today. 

Another adverse by-product of this 
decision has been that autonomous colleges, 
which had been projected as a feasible 
solution to ihc problem of dccli rang standatds 
at the undergraduate level, have failed to 
take off. The absence of any distinction 
between these colleges and other colleges 
was a strong contributory factor. If teachers 
in both categoric* of colleges have the same 
scale of pay. why should anyone prefer to 
work in an autonomous college? Such a 
college demands much more of a teacher 
than what his counterparts in other colleges 

do or are required to do. There are of course 
«<ter reasons why autonomous colleges are 
not being established. One of them most 
emphatically is that, in terms of salary scales, 
there is no distinction between the two 
categories. 
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Now that the issue of salary scales is to 
be reconsidered afresh, the assumptions 
which govern who is paid how much and 
at what level would have to be re-examined. 
A question that would have to he askod and 
answered is whether the 1973 decision lo 
equate postgraduate and undergraduate 
teachers was academically rigid and tactically 
advisable. 

As to the academic argument, something 
has been said already. As to the tactical 
angle, this was a mistake which it would be 
difficult to undo now. More than 85 per cent 
of teachers are engaged in undergraduate 
teaching. If a decision which affects such 
a large proportion of them adversely is 
proposed to be taken, it stands to reason that 
it would be strongly resisted. This became 
abundantly dear when an all-India strike 
look place in 1987. Wheri it was called off, 
it was the university teachers who felt 
betrayed. As far as the college teachers were 
concerned, they may not have got everything 
that they wanted but they did not emerge 
too badly mauled. The bulk of the leadership 
of the strike also came from colleges. It was 
therefore anxious to ensure that the bulk of 
its supporters did not fed let down. 

As and when such a move is contemplated, 
the same story would repeat itself-any 
decision which goes against the bulk of the 
teachers cannot but be resisted Whether the 
policy-makers would be assertive enough to 
do the right thing would depend upon their 
political judgment as wdl as their morel 
stamina. 

About one thing there should be no doubt. 
To persist with the existing arrangement - 
lack of differentiation between two levels 
of teaching - is not sustainable. In financial 
terms, it imposes an additional burden on 
the funding authorities. In academic terms, 
it hits at the very root of academic mobility 
as also academic excellence. In a way, it is 
a classic situation where the tail wags the 
dog. Because the teacher leadership is by 
and large controlled by those coining from 
coHeges.lhme working in uni venitiescannat 
make themselves heard or their point of view 
accepted. 

It may not be out of place to mention here 
that after the strike hid been called off in 
I987.it continued for quite some weeks both 
in Delhi and Bombay. The demands were 
different in the two place*. In Delhi, the 
teachers did not gel anything for having 
remained on strike. Whatever hpd teen 
conceded had teen won by them earlier. 

In Bombay, the demand was for parity of 
payment be t we en college teachers and those 
working in junior colleges. Despite a 
prolonged strike, the Maharash t ra govern- 
merit ttid not accept that demand. To hove 
done so would h a v e ob lit e ra ted thed if fe n w te 
between un a ergradute teaching and school 
leaching. 
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It exactly the same. To do my with the 
difference between under graduate and 
postgraduate teaching may please those 
working in colleges, but is not conducive 
or helpful to the academic process as a 
whole. 

As indicated elsewhere, there is one way 
in which the centre can deal with this issue 
relatively easily. Instead of the centre 
continuing to assist the states with funds to 
pul teachers on the central pay scale, as it 

has been doing for about three decades, the 
centre cm adopt the attitude that this is 
something which should be handled by each 
stale as it deems fit. This it not a new 
proposal: it has been mooted several times 
and for a couple of decades. 

The issue has also been discussed in 
connection with the working of the UGC. 
That the UGC should only deal with 
universities is a manageable proposition. 
When it is required to deal with more than 
7.500 colleges also, it finds it difficult to do 
so. One solution proposed was that as the 
stales alone deal with school education, they 
alone should deal , with undergraduate 
education also. Neither the UGC nor the 
centre nor any other agency should have 
anything to do with education at that level, 
though they may indicare what requires to 
be done and so on. Professional education, 
however, is a different proposition and could 
continue to be dealt widrthrough the various 
professional agencies established for the 
purpose. 

This need not be empty talk - such a re¬ 
arrangement can be worked out and 
implemented. The UGC is finding it difficult 
lo deal with several thousand colleges: the 
establishment of regional centres is a pointer 
in that direction. 

Whether central subsidies to stales so as 
to help them to fall in line with central 
universities is 50 per cent. 80 per cent or 
100 per cent is a matter of convenience, and 
there is no administrative principle or 
stannary sanction behind it If. for instance, 
at the rime of the nest revision the centre 
re duces it to 50 per cent, there would be no 
problem about it Different states would 
act differently once that is done. Even 
after the 1973 revision, each stare did not 
accept the central formula and at least two 
of them. Kashmir and Kerala, did not fall 
in tine felly. 

There should be no grea t p rob lem in having 
different scales of pay in different states 
though, to be sure, within certain broad 
parameters. The pnaeM situation came about 
owing to historical reasons and cm be 
reversed. Historically speaking, t each ers 
were grossly under-paid till 1973. In order 
to improve their omo fem cma. the centre 
playad an aggressive rote. Need the centre 
font! nut to promote this nation when rite 
ob j ectives of belter productivity ami better 
performance hero not been achieved? In this 


dnmtien. k wotddhctaeiteaWyadviaNeto 
let each state deal with the matter as best 
as k can. The all-lnda initiative winch gut 
projected in the early 70s has nut done much 
for the academic system. 

V 

Coming to autonomous colleges, two 
things should be understood dearly. With 
a targe number of substandard col leges being 
established all over the country, under¬ 
graduate education would never get out of 
the morass into which it has sunk . As argued 
elsewhere, the real problem ts that the 
examination system has become a drag: and 
no reform can take place unless the mode 
of assessment is reformed To reform it on 
a large scale (so as to cover a whole 
university) requires great effort. The system 
does not seem to he capable ot it. 

Therefore, the only alternative ts that the 
scale of operations is reduced. Once the 
college becomes a unit of operation, the 
scale would become manageable. The next 
two tasks then would he how in ensure that 
colleges perform well and. second, how n> 
judge the performance of colleges. Not 
laving crossed even the first hurdle, it 
seems unrealistic to talk of how to deal with 
the second hurdle, which undoubtedly it 
would be. 

Bui colleges refine to claim autonomous 
status because in the existing easy-going 
atmosphere, they are hardly accountable for 
anything riot goes wrong. Things are both 
diffused and lax Noooecanbchcldrespon- 
sftle if anything goes wrung because no one 
is given the specific responsibility to do a 
particular job. If anyone is responsible, it is 
the principal.and he faHsioperidrm because, 
generally, he is unable lo cany the teachers 
with him. 

As stated already, there is no incentive for 
colleges to becom e autonomous. Teachers 
get the same scale of salary everywhere, and 
if some of them are committed and more 
capable, there is nothing to prevent than 
from performing hater as individuals. The 
system however does not change. Several 
hundred colleges to the country even today 
arc performing well, though it must be 
conceded that they could perform much better 

, if things were arranged diffcrcntiy. In point 
of fact, almost half the colleges in the country 
have the potential to perform better provided 
they are put on their mettle and are required 
to perform. 

Rarity between u n d ergraduate and post 
graduate teaching has thus become an 
obatade m the path of academic progress. 
Because there is no incentive for corteges 
to become auto n om o us, not many of them 
have bec o me autonomous. The b andi ed or 
wttitataro a uwnoaa o i w re Mn aN e n>gancra»c 
any momentum It 4c when mmcthiag like 
1,000 or an are established that a separate 
sector of corteges would begin to grow 
M ap s a few hundr e d of them can he 

7 « ‘ 


\ • 

estahftshod without mock dtHfWidty and then 
every year a few hundred more t-jp he added , 

Once they crass the magtcai Humber ot 
1.000 and once they arc delinked front the ■ 
corteges and then salary scales arc baked . 
with universities, the siiuatHm would start ‘ 
changing. The key n > itnlrexr/mg the existing 
situation is that autonomous cortege* are 
given the same status as university 
departments, and the others are mu conceded s- 
this privilege. Once this happens, the good . 
old academic laddc-t of cf onbrap tram one 
step lo the othet would re-assen its primacy * 
andihesniiatKm would get untni/en Nnthmg { 
short of such a drastic remedy would unleash I 
I he potentially creative forces which now arc 
not being allowed lo play a rote add assert 
themselves. 

VI » 

The concept <’l the academic ladder needs , 
hi he amplified somewhat liverytmc must 
start with a living wage, regarding thrs tail - 
there need he no misgivings That ltus should ■ 
correspond to what others oi equivalent 
standing enjoy goes without saying: Mu' 
alia that a differential system should he 
established Rerhap* an analogy wmiM help. 

In the armed fortes, whoever pans a* an : 
officer gets a tew promotions based M Ihr 
length uflus service. Alter that, the cfcsncM ; 
of sdection comes m. winch is very rigmuns. 
indeed more rigorous than in civil y 
employment. f 

There is no reason why progress in the \ 
academic field should be any less rtgomus. 

In the kind of society which each country /J 
is trying lo build fur nscH. the rule of r 
educatKMiM. central. Therefore what kind of ! 
talent gas attracted into the teaching . 
profession t* * matter of cnmadcraMe ■ 
significance The fn important step it an 
attract the ngfar kind oftalcnt. and the second 
equally important step is that latent la ; 
recognised and nurtured. One way of ' 
destroying H t*to promote people even when 
they do nor deserve to he pro moted Thai 
however should not mean that there has to , 
be a wide margin between the top safety «f, 
one who has merit of a high order and one 
who is lacking in it. As argued by the 
Mehratra GomtniUBc also, the ddfanmotf 
need not he very wide, hut the dMcwoc 
and ex in so as to underline the pnmt Ah 
merit gets rewarded and recaves its num 

There ts alto a related aspect. One *f dm ■ 
reactions to the 1973 re v is it of lr al ii taro t 
that fee salary gap between high school mat ; 
cotiege tenchen arts modi mo wide. Them ■■ 
was some suhrtance m the cnBcwa Stent '■ 
then attem p ts have heat made to he djp t B n i 
gap aomewhnt. but nortung like a Miami \ 
system has yet evotved One of these days 
this wmdd have to he done 

In theory thore can be *nau dnsapreetieut- 
ahttut whathas been stated w» Ira The more 
pert mete question, hnwewrr.nto oriMMHMti 



I'tMltoF it can be implemented..It 
;\rtjub»s no effort to prove that since all 
i *'re£rion-making is political, the calibre of 
’ vpjHkical leadership is crucial. The fact of the 
matter is that for over four decades a certain 
.• strategy of development has been followed. 

1 It is open to many objections and these have 
been articulated meticulously and relentlessly 
by several people. 

The feeling of dissatisfaction with what 
exists is there, but an alternative strategy has 
not yet been evolved. Even the much- 
applauded post-1991 liberalisation has not 
brought about a shift of gears to the extent 
required. In fact, the economic changes are 
not being supported on the political plane 
as much as they ought lo have been supported. 
That is the sad situation today. 

VII 

To make any assumption, therefore, that 
changes of policy, however advisable, would 
be put into effect may not be particularly 
realistic. In this connection two further points 
may be made. The first one relates to the 
experience of other countries. Except in the 
USSR, no other country in recent history has 
paid academics and scientists as generously. 
That was the only country which made 
extraordinary efforts to draw abreast of 
those countries which had gone ahead of 
her. and even tried to overtake them. That 
she succeeded to some extent in doing so 
cannot be questioned even though that 
Country, as a political entity, has ceased to 
exist today. 

In evciy other country, teaching is at best 
adequately paid. This fact however has not 
prevented other countries from attracting 
tgient into teaching. Remuneration is not the 
only thing that matters: the prestige of the 
profession and its contribution to national 
life is equally important. What is called 
prestige is so difficult to define that to seek 
to specify or define it would be a vain effort. 
Basically it is thecontributton of a profession 
like teaching which would tilt the scale in 
its favour. If academics are performing well 
and those who pass out go on to make an 
impact on social and economic life, their 
prestige would goup. But if theircoiuribution 
to social and economic life is undistinguished, 
it would work against them and there is no 
question of their being looked up to. It is 
in some such situation that the academics 
in India find themselves. 

Second, to delay a decision on this matter 
would prove costly. Even in 1986 when the 
1973 momentum was still in evidence, 
everyone was not convinced that tlie right 
thing was being done. The experiment of 
< Coupling undergraduate and postgraduate 
• education had mu proved fruitful. But no 
[ 'One in 1987 had the courage to undo what 
|:hsd been done only a decade earlier. A 
l&gcade after that, that feeling of dis- 
^fcftisfaction is unmistakable and indeed 
T. Remedial steps such as those dis¬ 



cussed above would have to be taken. 
Whether they are eventually taken or not 
would depend upon the quality of political 
leadership and its capacity to see into the 
future. 

VIII 

Before winding up this issue, it may be 
in order to look at ohe dimension of the 
problem which is without question technical 
in nature. Nonetheless it has some bearing 
on what i s under discussion. When the salary 
scales were revised in 1973, one of the 
arguments used then was that sinceexamining 
students was a part of the job that a teacher 
had to do. henceforth nothing would he paid 
either for invigilation work or for the 
evaluationolthe scripis. Though not exactly 
an integral pari of the argument, it was used 
to disarm the opposition that was being 
encountered in the cabinet. 

It is known widely that two people who 
opposed university and col lege teachers being 
put in the revised scale of pay were Jagji van 
Ram and Swaran Singh. Both of them did 
so more or less in line with the existing social 
attitudes. These had been shaped largely by 
the kind of colonial economy which the 
British had built right from the middle of 
the 19th century and which, for the most 
pan. remained intact even after 1947. 

Indira Gandhi's attitude however was 
more positi vc. In the kind of social scenario 
that was emerging, she wanted to co-opt 
teachers at this level into the middle class 
circuit, and therefore she was for accepting 
the proposal. Not many others opposed it 
except the two ministers referred to above, 
and the proposal eventually went through. 

As stated repeatedly, it was almost a 
breakthrough. Till then nobody had defined 
precisely as to where teachers stood. Did 
they belong to the lower middle class which 
had been the situation till then? Or did they 
belong to the upper middle class - the 
category into which they were now being 
inducted? The cabinet's decision was most 
emphatically for the latter alternative. 

This argument about not paying remunera¬ 
tion for examination work began to wear 
thin within a few months. It all depends upon 
the kind of examination system in force. If 
it were a centralised and anonymous system, 
the kind ot public examination which has 
been followed in India for more than a 
century, and which, because of the bur¬ 
geoning numbers, has been more or less 
sanctified as the system which suits India’s 
social situation, payment of remuneration 
was unavoidable. What teachers were 
required to do was not a part of their normal 
duty; it was something in addition to that. 
Therefore they had to be paid for it and this 
is the system that had been followed ail these 
decades. But if the system was going to he 
modelled on what was being practised in the 
US-the teacher testing the student and 
giving him grades or marks as required - no 


extra remuneratton watfraq^ttdftybe mode* 
The then poHcy-flakor* were inclined to. 
leat in the latter direction, and they argued 
that the system of additional remuneration 
should be dispensed with. 

In practice it was found totally unfeasible. 
University after university discovered that 
to get the teacher to invigilate without being 
remunerated and to examine scripts, again 
without remuneration, just did not work. In 
fact even when teachers are paid remunera¬ 
tion, quite a few of them evade this kind of 
obligation. The situation varies from 
university to university. In certain cases 
both invigilation and evaluation of scripts 
are remunerated. In certain others the former 
is supposed to be a part of their official duty 
and it is only the latter which is remunerated. 
W hate ver hie the details, the fact remains that 
the original understanding has not been 
honoured. 

By itself this may not be such a material 
factor in the situation. But it has a direct 
bearing on the distinction between affiliated 
and autonomous colleges. In the case of 
affiliated colleges, the examination would 
be controlled by the university and would 
conform to the existing pattern. Additional 
remuneration would therefore have to be 
given. In the case of an autonomous college, 
the job of testing the students could be done 
by the teachers themselves. To that extent 
they would have to go without the income 
which some of their colleagues would have. 

By way of a digression, it might be added 
that what is paid as remuneration is 
ridiculously low. Because of the fear of 
having logo against the understanding which 
was a part of the I973pattem.alarge number 
of universities pay only marginally more 
than what was being paid before 1973. This 
in turn has worked as a disincentive apart 
from the fact that a large number of 
universities charge a very low examination 
fee and therefore cannot even afford to pay. 
in other words, neither is the amount attractive 
enough nor is it paid in time. Inconsequence 
results get delayed much mare than ought 
to happen. 

While considering the question of revision 
of salary scales, it may not be inappropriate, 
if not imperative, to draw a distinction 
between affiliated and autonomous colleges 
in terms of what has been stated above. In 
order to he consistent however, one additional 
step would have to be taken. If teachers in 
autonomous colleges are to be equaled with 
university teachers, as is implied, the latter 
cannot have a title to any extra payment 
either. A kind of parity would have to be 
established between the two. The issue 
if* re fore is somewhat more complex than 
might appear at first sight. 

Of this, however, there cat be no doubt, 
that unless the scales of pay in these two 
types of colleges are different, autonomous 
colleges would not get established to 
easily - as hat been the experience so fa. 
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Indo-Sri Lanka Discord 

S Guhau 

Pup of Proximity: India and Sri Lanka’s Ethnic Crfeb by S D Muni; Sage 
Publications, New Delhi, 1993; pp 259, Rs 250. 


After such knowledge, wtul forgiveness? 
Think now 

History has many cunning passages, 
contrived corridor* 

And iiiuei. deceive* with whispering 
ambitions. 

Guides us by vanities. 

- T S Eliot, Geranium 

ALTHOUGH the literature on India-Sri 
Lanka relations in the 1980s is extensive, 
S D Muni's book deserves particular 
attention because it is from a leading 
political scientist who has specialised in 
India’s external relations in south Asia. 
The author begins by situating India’s 
concerns in Sri Lanka in the wider context 
of its approach to its neighbours and 
proceeds to chronicle India's involvement 
with Sri Lanka between July 1983, when 
ethnic riots erupted in Colombo, and late 
1989 when the withdrawal of the IPKF 
commenced. The concluding chapter 
summarises the author's appraisal of the 
involvement and the lessons that could be 
drawn from it. Eight documentary 
appendices add to the value of the book. 

Muni provides a well-ordered account 
of each phase of India's involvement in 
Sri Lanka's ethnic crisis. The first phase 
tJuly 1983-October 19841. viz, Indira 
Gandhi’s period, was when, following the 
ethnic riots. India assumed a mediatory 
rule with G Parthaxarathy negotiating the 
principles of settlement, known as 
'Anncxure C\ between the Sri Lankan 
government (SLG) and the Tamil groups. 
A second track that Indira Gandhi 
concurrently pursued was to promote and 
encourage, on Indian soil, various Sri 
Lankan Tamil militant group* under the 
direction of the Research and Analysis 
Wing (RAW). As Muni admits, RAW was 
asked to penetrate these groups "providing 
them with training, money and arms to 
limit their militancy, erode their external 
linkages and bring them under Indian 
influence". 

In dK phase that followed (October 1984- 
July 1987), Rajiv Gandhi continued with 
both tracks but was no more successful 
than Ms mother in either of them. On the 
diptammic front, yielding to SLG pressure, 
hones were changed la midstream ax many 
as three times in three years: Rometh 


Bhandari replaced G Parthasaraihy; he was 
replaced by P Chidambaram and K Natwar 
Singh; and they in turn were replaced with 
Dinesh Singh. The Tamil militant groups 
were legitimised in the Thtmpu talks, held 
under Indian auspices, bet ween them and the 
SLG (July 1985). in the process undermining 
the moderate TIJLF leadership. On paper, 
the December 19.198h proposals formulated 
by Chidambaram and Natwar Singh were an 
improvement from India's point of view 
but. not unexpectedly, the SLG did not buy 
them just a* it had earlier stymied 
Anncxure C by putting it through the All 
Party Conference that lasted during all of 
1984 in Sri Lanka. At this point, president 
J R Jayawardenc opted for a military 
solution and escalated the conflict with the 
Vadamarichi operation (May 1987). Rajiv 
Gandhi then decided for a direct 
interventionist role for India. By boat and 
air. relief supplies were sent to Jaffna in 
June 1987 io he followed by the Indo-Sn 
Lanka Accord in July. 

During the next phase (July 1987-March 
1990). to use standard journalese, the di¬ 
lated Accord ran its hapless course to a 
bnter end. The principal objectives of the 
Accord were to (at assure the cessation of 
hostilities between the Sn Lankan army and 
Tamil militant groups followed by the 
disarmament of the latter. <b) promote 
constitutional and other changes in Sn Lanka 
to enable the Tamils to secure their long¬ 
standing demands in rcgsrdiodhnic identity, 
language, legislative and executive auto¬ 
nomy. land control, representation in army 
and police and the merger of the northern 
and eastern provinces, (c) to ensure ail this 
within a united Sn Lanka, and (d) to secure 
Indu s own strategic interests in insulating 
Sri Lanka tram the influences of other 
powers, super or regional. As diplomatic 
theatre, the Accord's theme was inspiring 
and its script was wed-crafted. Rgjiv Gandhi 
even took the final ap p la u se for granted 
when he hailed it as "the greatest event of 
the 20th century". Ha alio assured the 
Tamils of India gathered in the Madras 
beach on August 2. 1987 that “short of 
Eelam all ihcirdcmands had been teemed". 
However, daspttc much prompting, nattier 
of the two principal characters hi the pi ay. 
the SLG and the LTTE, app e are d on the 

it. 


stage, spoke their lines or acted their parts 
according to cue. The LTTE could not be 
disarmed; hostilities conti nue bet w een them 
and the SLG until today Nor was rt possible 
for India to induce the SLG to effectively 
deliver to the Tamils any of their important 
demand*. The unity and integrity of Sri 
Lanka continue to be threatened. To what¬ 
ever degree India might have succeeded in 
weaning away Sri Lanka from other 
powers, at the end of u ail. India itself has 
been left with little leverage - political or 
diplomatic - with the SLG on the ethnic 
problem. 

On the other hand. India's incremental 
involvements in Sn Lanka between the 
Accord and the end ol Rajiv Gandhi’s 
prime ministership in late 1989 emailed 
enormous costs in terms of lives, financial 
resources, property, and India's military, 
political and diplomatic credibility. By 
September 1987. within five weeks of the 
Accord, the Indian army was m open war 
with (he LTTE whom the Indian 
government had bribed and cajoled 
previously for four long years. In mid- 
198V ihe LTTE was ahte to dtptomancrity 
outflank India by concluding a deal sritb 
president Premadasa and s u cce ede d m 
getting the IPKF fully out of Sri Lenka 
by March 1990 whereafter, from a bettor 
entrenched position, they have rmamnd 
their hostilities with Colombo. Militarily, 
the IPKF operation was a failure with the 
nughty Indian army not bang able todisam 
the LTTE even after two years of effort. 
The IPKFs goals were, ill-defused, in 
command of the tcrraui and foguacs were 
poor, its morale was mu sun weed, bn 
intelligence was defective and. rand 
importantly, the local population is 
non hern Sn Lanka rallied behi nd t h e LTtf 
out of solidarity or fear or m reaction it 
the IPKFs acts of torture, rape and pdfoce 
Indian support right until the end for fo 
puppet EPRLF government m die North 
East Province was misconceived ant 
resulted in a political vacuum when da 
IPKF finally w i thdrew eartyin IttOlaflu 
suppon for paramilitar y u nit s m Sri imfla 
such as the Tamil National Army (IMA 
and the Civilian Voluntary Force ICVP 
and to anti-LTTE nutans exacerbated da 
level and diflustoa of anmin both coansrias 

away in Colombo while Doordnrahai 
Muffed at home tn dupe the pu b lic Ian 
bettering that all was going wdl wttitdk 
Accord. The I whan i mnom a o Mh u d 
anti-Indian sentiments among rii potato 
patties m Sn Lanka and provoked tb 
s e c on d )VP mwsrpency m 1987 uwddji 
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'^‘"t^jibtHuuuuik of Sri l^unkan lives, 
i W fuelthe anti-Indian stances 

j ^jjaF/itmiaHMi. Bangladesh anil Nepal ill 
I ''.'J^AARC- The human ami linancial costs 
j /'.-.Were considerable. The IPKF lost 1.200 
j ' iilld 2.500were injured. The I-TIT. prohuhly 
| lost 1.500 with 2,0(XI being woumleil. 

1 Casualties among other militants and civilians 
j • also ran into thousands. The t'liiiineial cost 
of the IPKF operation to India was ivrhaps 
j ol'lheorderol Rs2.tXX)to.t.OtXicmre Much 

I ihuiugcuiKldesinii.iion was visited on private 

' anti public property in nortlicm Sn Lanka, 
j Thus. on all counts, the Accord proved to 
be not just a failure but counterproductive 
in the extreme. 


\ Muni's account docs not substantively go 

I into the ultimate |>hase between December 
■ 1989and March IW0 During these months. 

the Janata Dal government under V P Singh 
had replaced Rajiv Gandhi who had even 
bcldnc the general elections committed India 
j to withdrawing the IPKF In fact by December 

; 1989. the IPKF had been withdrawn Irom 

all districts in north-east Sn Lanka except 
Jaffna and Trincomalec. The NE provincial 
government under Varudaraja Peru mat, 
'prompted and propped by the IPKF and 
RAW, refused to step down to enable the 
reconstitution or the NE provincial council: 
ifithaddoneso.it might have been possible 
in avert a political vacuum in the Tamil 
provinces after the deinduction of the 
■ ‘ IPKF. The EPRLF government, however. 
.Collapsed even in February 1990 and 
Vartdaraja Perumal. along with several of 
his cadres, fled to India. It was feared that 
' during, and consequent on. the vacation ot 
- iJanhattftdTrmcomalec there could he large- 

II scale violence on several fronts between 
5 the LTTE on one hand and the IPKF, SLG 


■forces, other Tamil militant groups and the 
paramilitary units (TNA and CVF) on the 
; other. This in turn could have resulted in 
another wave ofcivilian and armed refugees 
1 into India. The credit for avoiding these 
consequences at. the tail end of the 
< deinduction process goes to the Janata Dal 
government and to the patient discussions 
with Sri Lankan Tamil groups undertaken 
on its behalf in Madras by M Kamnanidhi, 
the then Taihil Nadu chief minister. This was 
SSI instance in which New Delhi showed a 
. ran wisdom in recognising that federalism 
within India could help to promote national 
Concerns and was not a threat to them. Muni 
chooses to be silent on this very critical and 
aeatitive phase except for the convoluted 
> ebtervatioo (p 174) that "the Janata Dal 
j* government oif V P Singh felt itself free of 
fc iny responsibilities to ensure the precise 
ip ieiarionship between the execution of the 
$'.Jhly 1987 Agre em ent and the continuation 
withdrawal of the IPKF. Also, later, he 
j^sepeau the unsubstantiated canards about 


LTTE v s ‘happy relations’ wWt lhe DMK 
government in Tamil Nadu forgetting that 
iheir huppiest days hud been with Rajiv 
Gandhi and M G Ramachandran. 

India's involvement in Sri Lanka during 
1983-90 hits given rise to a variety of issues 
and questions with both normative and 
eonsequcntialist implications. Muni's 
evaluations and judgments in respect of 
them are. in most cases, evasive, inadequate, 
inconsistent or aimed at justifying 
establishment policies. Overall, he does 
conclude by saying (p 181) that "The most 
desirable way for India to approach the 
question of internal conflicts in the 
neighbouring countries is to work 
politically to pre-empt them, and then deal 
with them il necessary, in this approach, 
the temptation to get militarily involved 
must be resisted, notwithstanding the nature 
of pressures and compulsions." However, 
Ins appraisals of each stage of the 
incremental involvement tend to justify the 
actions that were actually taken instead of 
attempting to explore choices and 
alternatives that could have avoided 
progressively deeper entanglement. To 
start with, in his view. India "did not have 
to wait for any invitation from the 
combatants in Sri Lanka" to initiate the 
mediation process in 1983; as an affected 
and interested party, it had the right to 
intervene suo moiit. He justifies the training 
and arming of Sri Lankan militants by 
India in terms of‘leverage-based mediation’ 
adding, in scholarly fashion, that it is a 
"viable subject for serious and systematic 
theoretical exploration”. Also. "India's 
moves through its political, bureaucratic 
and intelligence agencies to multiply the 
numbers of the militant groups and create 
and exploit their mutual internecine 
contradictions were also aimed at enhancing 
and activaling the leverage”. For him. 
mediation having failed. India had to 
intervene in 1987 to safeguard its regional 
interest and status and its internal credibility 
in Tamil Nadu. While admitting that Rajiv 
Gandhi in “his inexperience overlooked the 
complexities of the issues and the acton 
involved". Mum gives him credit for "a 
considerable account of sincerity of purpose 
in his thinking”. Despite various infirmities 
in thestructure of the Indo-Sri Lanka Accord, 
which he himself analyses. Muni sums it up 
as "a sincere compromise”. In his judgment* 
the Accord "still provides the most 
appropriate and viable basis for resolving 
the Tamil question amicably”. If the Accord 
broke down, it was only because both the 
critical acton, the SLF and the LTTC, were 
not forthcoming “to extend the desired co¬ 
operation to India”, a development that 
could not have been foreseen "except 
perhaps by someone blessed with astro- 


ltfCF*s rote t*ri& _ 
of November 1988 an ditmitted by Muni 

as'poHtictlly motivated'. Although t he IPK F 
did not succeed in disarming the LTTE or 
in making them accept the Accord, be see* 
its role as "positive and substantial in the 
overall analysis". To Muni, Indian peace¬ 
keeping was "not a case of intervention" 
at all and was only seen as such because 
the political change in India (vie, from 
Rajiv Gandhi to the Janata Dal) 
‘legitimised’ president Premadasa's call 
for the withdrawal of the IPKF. It is only 
on the subject of the RAW's operations 
that Muni chooses to call a spade a spade. 
He points out that RAW "lacked a political 
perspective on the policy; it also lacked 
accountability for many of its acts of 
omission and commission while supporting 
and monitoring the activities of militant 
groups or setting them up against each 
other”. He refers to reports that "some of 
the RAW agents were also in league with 
foreign intelligence agencies working on 
behalf of the Sri Lankan government in 
order to subvert the Tamil movement” and 
to the ‘deep resentment' that the IPKF 
itself felt for RAW for not providing it 
with adequate or reliable intelligence. Yet, 
Muni does not go into the deeper impli¬ 
cations for foreign policy or for domestic 
governance in carrying out covert 
operations through an agency that could be 
neither politically nor administratively 
reined in. 

In sum. the book is a piece of apologia 
rather than an exercise in serious political 
analysis. It uncritically takes for granted 
the paramount legitimacy of India's 
perceptions of its so-called strategic and 
ideological interests. All things - good or 
bad. expedient or foolish - in the pursuit 
of such interests are justified on grounds 
of honest intentions or in terms of historical 
necessity, All things that went wrong in 
the conduct of policy are blamed on the 
intransigence of the SLG and/or the LTTE 
with no critical assessment of India's 
failures to anticipate, provide for and 
counteract it in die context of an intervention 
which not having been mutually accepted 
in the Tint place by both the principal 
actors in Sri Lanka was vulnerable to 
disruption at different junctures by one or 
both of them. Accordingly, Mom's study 
is not to much an exercise in evaluation 
of explanation at in extenuation and 
explaining away. At such, this darbari 
contribution is likely to satisfy only Rajiv 
Gandhi loyalists in our political, foreign 
office, andmilitary establishments and their 
academic clientele. For them, it hat always 
been a cate of 'the Indp-Sri Lanka Accord 
is dead, long live the Accord', 



■mm- 

etectioha 


Economic and Political Weekly January 7,1995 






Teckaologkal DytuumUm in Industrial Districts: Aa Alternative Approach 
to IndustriaHsaiioa in Developing Countries? UNCTAD-GATE. United 
Nations, New York and Geneva. 1994: pp x* + 346, price not stated. 


FOR about a couple of decades now signi¬ 
ficant changes in the indurtriaJ organisation, 
especially in the industrialised west and, 
of course, in Japan, have drawn attention 
ofboth the policy-makers and academicians 
worldwide. In the face of disturbing 
recessionary tendencies (hiring the period, 
that witnessed the large, vertically 
integrated units constrained to grow, the 
small and medium enterprises (SMEs) 
seem to have performed remarkably. 

Allowing for equivocality in establishing 
the degree and extern of this performance, 
the SMEs have surely proven their ability 
to respond boldly to crises and to chan out 
means of survival and growth. A 
conspicuous aspect of the ‘achieving’ SMEs 
has been their being ‘small but not alone’. 
The economies of spatio-scctoral clustering 
of units, what Alfred Marshall termed 
industrial districts (IDs), have arguably 
acted as a catalyst. 

Eventually, in a dynamic setting the 
potential of IDs has to be understood 
through inter-sectoral linkages, internal 
production organisation and above all as 
a socio-cultural entity containing an 
ensemble of competitive and co-operative 
relations. What arc the notable features of 
SMEs in IDs in the developed nations? Do 
they have any policy implications, 
especially technology related, for the 
developing nations? Keeping this in view, 
the UNCTAD-GATE symposium Geneva. 
November 16-17,1992) deliberated on ‘The 
role of industrial districts in the application, 
adaptation and diffusion of technology'. 
The papers, proceedings and synthesis of 
the symposium form the book under review 

Outlining the conceptual basis of IDs. a 
confluence of views has been presented 
that range from Meine Pieter Van Dijk’s 
search for an ‘ideal type* to individual 
instances, mostly in the Italian context 
(Ash Amin, Marco Bellandi. Bjorn Asbeim 
and Zaljka Korol-Wright) The micro¬ 
level evidence does differ substantially in 
its specific operational and organisational 
mechanisms manifesting differing socio- 
poiitical and administrative environs within 
which IDs function. Thit, to a large extent, 
sett the parameters of performance. 
Elsewhere, cases from the industrialised 
west point to simitar patterns in the 
manifestation of IDs le g. Fyke and 
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For one thing, a strict definition of IDs, 
though desirable, on the lines of a typical 


Marshallian or the later stylised version of 
Mark II districts, has remained elusive and 
often not so useful in the contemporary 
complex systems of industrialisation. The 
distinctive features of IDs within/between 
developed nations point to the tedious and 
frustrating search for an equivalent ‘model’ 
in the developing count lies at various stages 
of industrial achievement. The authors and 
discussants of the symposium have 
recognised (his very well. 

What, however, has been examined are 
the special features of IDs. The crucial 
aspect focused concerns what Asbeim calls 
‘endogenous technological capacity¬ 
building' . As exemplified through a variety 
of cases (Part II) the scope for a synergic 
outcome of innovative activities has been 
seen to be vast. Inter-firm co-operation can 
serve as a solid base upon which 
technological upgradaiion could be 
possible. The degree of innovativeness 
would depend, of course, upon internal 
resources and level of competence. The 
enhanced functional integration of SMEs 
in IDs into the global capital network in 
the context of structural reforms has led 
to external control by MNCs or large 
units, adversely affecting the benefits of 
‘embeddedness' accruing through tern- 
tonal integration. 

While such a trend at the macro level 
causes concern, as Fernando Villaran 
suggests, conscious promotion of 
innovative activities in SMEs remains the 
real challenge for pot icy-makers Improving 
dusters through provision of real services 
and institutions fostering technology 
transfer can be worthwhile intervention in 
this direction. The linkages between 
'national' R and D 'regional’ SMEs, Kcaul- 
Wright demonstrates, are essential for high 
innovative performance of the latter. 

An excellent synthesis of discussions 
(Fait IV), detailed and thoughtful, by 
Brigitte Spath placet the issues and policy 
implications in order. This is usefot as it 
reflects the view of a range of scholars and 
poticy-makerv who had not c o ntributed 
papets but actively participated in the 
deliberations Highlighting the critically 
of flexible, dypamic and supportive 
interven- tkmi / wu itmiowa ta upgradmg IDs 
she u nderscores the i mm i n e n ce of both 
empirical and theoretical research “adapted 
to foe specific conditions of d e v el opi ng 
co u ntri es '". This is an impo rt a nt lesson the 
sy m posiu m brought forth. 
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The muni ques tio n, however, is whether 
the European experiences have been 
studied with adequate analytical rigour so 
as to establish a direct/causal link between 
the role of formal institutions and 
innovative activities in the IDs. Again, 
institutions at different levels - local, 
national and global - can have varying 
impacts or no impact at all. Whereas most 
research ‘details’ the processes at the 
micro level little is known about Us 
broader implications, especially towards 
promotion of technological dynamism. A 
recent comprehensive review ol European 
IDs by Schmitz and Musycfc (1994) dearly 
points this out. According to them. There 
is little systematic assessment ot the rule 
of governmental or non-govcmmetual 
institutions in the European industrial 
districts. In some cases it is hard to tell 
whether this is so because such institution* 
were ummporUM or because they remained 
under-researched'" (p 904). 

This leads to the subsequent question 
of replicability. Even in the European 
context one may draw 'wroog conclusions' 
by universalising Italian or Japanese 
experiences. Kristcnscn'st 1994) reflections 
on the responses of the Danish local 
‘spectator communities' in organising 
production in SMEs. operating in aa up** 
volatile global economy, elaborates this 
effectively. 

Whether and how useful are these 
lessons from developed naimos to the 
developing ones? Providing a critical 
backdrop to this issue. Khalid Nadvi has 
surveyed the experiences of IDs in 
developing countries. His analysis of foe 
available studies, scanty and i cmac rad, 
presents the diverse and complex systems 
of production organisation and prints to 
the tremendous possibilities ol collective 
efficiency of dusters. Even here, there 
exists a dearth of studres focusing prima ril y 
on the whole gamut of itxnes on the ‘acmal 
mechanisms* involvod in technology 
transfer, upgradatwo. product and process 
innovation and adoption in IDs of 
developing countries. This acts as a tamer 
to import' foe European model, if there 
is one, to the developing countries. The 
evolution of technological dynamism 
depends to moch upon the nature and 
degree of imer-firra retatmnship and ahn 
the character and function of foe 'rectal 
mtHcu*. given foe 'tnetpsett* rifo wtri a ri - 
sabon of foe developing countries, in fact, 
the strong role of state im c iv c n tiu n and 
supportive sectoral uutxuuons wmalm a 
crucial aspect of technologically artivating 
the IDs Both foe case studies peuea h d . 
one on foe Okhla ID in Delhi and foe 
other on the sophist tested Singapore 
Tec h no l ogy Corridor, are deficient la 
ixlghh ]kt\ fifiwf hi i up liwitid twt 
of emUrv aid die hflcf n Mi 

sn a reanan s^nrem an area 
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aiiVe’ case of developing 
wonders if this reflects a 
ily casual approach in studying the 
fi?^fccru4cvel dynamics, especially in the 
V tfavdoping countries. 

, Further, the overwhelming presence 
of surplus labour in these economics 
“cun act as a powerful disincentive to 
process innovation and, along with 
being synonymous with poor working 
conditions, is likely to dampen techno¬ 
logical process” (p 229).The evidence at 
hand presents a mixed picture making it 
imperative to study as many diverse cases, 
both regionally and sectorally. as possible. 
Policy implications can then be understood 
hetier. 


A sure contributor wfStfdiiWedh SMBs/ 
ID*, this book i* tinrtty and thought- 
provoking. 
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Silent Cry 
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tmder*an«hg #1— 
different precisely ttbcwae it 
“appear suddenly between strangers bu 
always in the frame of a privileged relation., 
at one end of the scale is intimidation,. 
the other end even death.” 

In less than 100 pages (exactly 94 
Lachance has provided as not merely at 
overview of marital violence, but _ 
perspective Better still, a comprehensive 
approach - urgently required - to under¬ 
stand a complex, misunderstood, and 
underscored crime, enjoying social 
sanction in many cultures. Lachance 
recalls; 

... male violence is accepted in our society, 
in all but its most extreme forms. Therefore 
any attempt to stop wife battery must 
address those social values which support 


Rinki Bhattacharya 

Marital Violence in Canada by Lise Lachance; Research Centre for Women's 
Studies. SNDT University. Bombay. 1994; pp 94. Rs 40. 


RECENTLY, the Research Centre for 
Women's Studies of SNDT university 
released the first title of a series under (he 
general caption. 'Women of the World 
Series’. The inaugural title. Marital 
Violence in Canada by a visiting journalist 
from Montreal. Lise Lcehanee. is ol 
particular significance for several sound 
reasons. The title however coincides with 
the UN declaration of 1994 as the 
International Year of the Family (IYF). 
Lachance's detailed and systematic 
evaluations of the abuse of power in a 
patriarchal family structure, its inherent 
violence, quiekly demolishes our torn! 
notions of the idealised ‘family’. She 
establishes the invisibility of domestic 
violence hy the classic 'closed door' and 
‘silent cry’ imageries victims of and workers 
against violence are familiar with 
Oral histories and excellent samples trnm 
Canada’s judicial annals in cases of marital 
violence support Lachance's report, while 
her crisp journalistic style make it eminently 
readable. 

Lachance confronts readers with some 
alarming statistics; 

A quarter of all Canadian women have 
experienced violence at the hands of a 
current or past marital partner This num¬ 
ber which includes common-law unions 
exploded on the public scene on Novem¬ 
ber 18. 1993 when the government 
launched the report of a survey conducted 
on 12,300 women of 18 years and above 
by Statistics Canada on behalf of the 
Ministry of Health 

, Inadequate statistics and research in India 
.:on tnantai violence is forcefully brought 


home by inlormcd pieces of evidence as 
this. 

One ot the main strengths of the report 
is its successful demolition of the belief 
that marital violence is only physical 
brutality. Lachance tells her readers: 

Among all the abuses imposed on women, 
sexual violence is the one victims lind most 
difficult to admit, perhaps because it shakes 
the very foundations of men/women rela¬ 
tions in a society where sexuality - even if 
taboo - defines the essence of malc-fcmalc 
conditioning 

Lachance talks about the victims' 
'isolation', a known form ot mcniut 
cruelty, by the deliberate withholding of 
'emotional supports' or how "some men 
resort to emotional and psychological 
tactics to ensure that a woman cuts ties with 
her nuclear and extended families", 
concluding, "a woman who has been 
battered by her partner may have been 
raped hy him. maligned, psychologically 
scared and financially deprived.” The 
writer reminds us: "In each case the aim 
is the same; destroy m order to control.” 

The author affirms the absolute 
vulnerability of victims. It is curious too 
the report should confirm that 'Ynosl 
violent men are great consumers of 
pornography.” Feminists had always 
insisted, in fact, established the nexus 
between pornography and violence. Thai 
pornography reinforces violence against 
women. Lachance now reaffirms the same 
in an intimate relationship. 

Reviewing Lachance's report without 
frequently quoting her is nearly impossible. 
Each line ol her report is dense with 


A most valuable, indeed, inspiring, part 
of the report is Chapter 4. titled 'Justice’. 
This section deals with landmark 
judgments, from recent court cases in 
Quebec. There is a welcome change in the 
judicial perception of marital violence, 
recorded through quotes. Lawyer Sylvia 
Schirm. whose practice consists of assaulted 
women, states: “As long as marital violence 
will not be treated in the same drastic way 
as drunken driving, it will not come down." 
She believes women judges would bring 
greater sensitivity to cases of wife abuse. 
Another senior judge observes, "marital 
murder is a second-class crime". 

The 1990 Canada Supreme Court 
judgment by justice Wilson acquitting a 
battered woman who shot her common-law 
husband one night, when she feared her 
death, was unique for its compassion to 
victims of marital violence. Justice Wilson 
went on record, asserting, that the ‘learned 
helplessness' of victims and the cyclical 
nature of their abuse was tantamount to 
"their murder by instalment''. Wilson 
reiterated, "far from protecting women the 
law historically sanctioned (he abuse of 
women within marriage as un aspect ot 
husband’s ownership of his wile and his 
'right' to chastise her". 

Wilson displayed a rare understanding 
of the issue, stating bluntly: "It was mu 
for the jury to pass judgment why on 
accused haltered woman stayed in the 
relationship”. Undoubtedly, there judg¬ 
ments opens a more egalitarian way for 
men and women. 

Lachance reserves the inevitable 
question, 'How can we help a battered 
woman?' lor her finale. The answer is 
'believe her' urges Lachance. 

Direct, spontaneous, even impassioned. 
Lachance's report, quite simply, is 
invaluable to workers against marital 
violence. And to the victim*. 



Arjua Sengupta 


Of (HI markets, the market far financial services is mast prone to imperfection and. therefore, to failure and th/a 
failure occurs because the price offinancial services nutre often than not fails to dear that market, in regard to refirm 
of the financial sector, therefore, we must admit that we dtt not have answers to all the questions, that we have to 
move step-by-step. broking at the rrhjective conditions which normally are widely different from the ideal and take 
decisions to reach our goals through trial and error in a practical world. 


THERE is mi much (rush (hat is written utxxit 
economic rclonro in India and there is mi 
much slogan mongenng lhai one is quickly 
driven lo caking positions on many issues 
without considering all ihc aspects mi lhat 
one is ihh identified with categories as pro- 
relonnor unti-rclorm A man imm Ihc work! 
of finance cannoi at lord lo do that He must 
admit that theoretical and professional 
literatures do not provide an unequivocal 
answer to all the questions. Only politicians 
and theologians arc cocksure about iltcir 
positions. A practitioner ol ptudent 
hchuviiHii. dealing with other peoples' trust, 
must admit that we do not have answers to 
all Ihc questions, that we have to move step- 
by-step. cauti-ously. looking at the utyccti vc 
conditions which normally are widely 
dtllcrcnt liom the ideal and lake decisions 
to reach our goals through trial and error in 
a pmciical world, 

Let me give a lew examples nt the 
limitations of the real world in the context 
of economic tvlnrmv First.ii is obvious that 
a policy of tree entry in any economic sector 
canmN he succcsslul tl n is not matched with 
a policy ot tree exit. It a production unit 
finds that it cannot he viable to the given 
condttiiHis ol the market or. in an even 
weaker sense, it is not going Ai make in any 
existing tine of business as much profit as 
« would moke in an alternative activity, it 
should he able to wind up its business at a 
reasonable cost. In the real world, it can very 
seldom he done quickly and flexibly. Even 
in many industrial countries, exiting loan 
a business involves so much liabiluy- 
setltcmenls and litigation possibilities that 
Ihc cnsl of exit can hecome quite large, and 
more importantly, quiio uncertain. In a 
country like India, the exit possibilities 
become even more remote because of our 
extremely difficult labour/redundancy 
legislations, There is little chance that these 
ctmditHNix will change drastically in the near 
future, and all that we can hope lor is that 
oundthoos would be created through the 
provisions of generous compensations, re¬ 
training laclliites and other insurance 
benefits, mi that eventually non-viable units 


manage to close down. If a policy docs not 
lake into account the possible cost ol such 
exit and a relatively slow pace ol us 
materialisation, it cannot he considered 
realistic 

Similarly, il lliere is over-Malling in any 
production unit, in the sense that with a 
rcorgams.il urn ol the stalling pattern the 
untl can pnxlucc the same level of output 
with a lower number ot people employed, 
the unit ntuM he able to shed those stall in 
order to play the competitive game with 
elftctency Tlk: units dti not have to dose 
down but only ralionaltsc its labour lotec 
in order lo be competitive in this situation 
Again, all lhat wc can hope lor in ilte near 
future is that tl the unttsare prepared to incur 
a substantial cost of compctisalmn or re¬ 
training it can negotiate a sctllcmcnl with 
the trade unions lor rationalising its labour 
force Otherwise, it has to wait indefinite!) 
lor the ii. mini course ot attrition to do that 
tuslicv II a bank with a large surplus labour 
tries to .idopt policies on ihc assumption that 
the surplus can he retrenched in a shorttiinc 
with little cost. tl ts going lo come a cropper 
without much loss ot time 

Similarly measeoI pnvativMton. however 
much it may tx: desirable fur our protkiiiiixi 
units or commercial hanks to he privatised 
and even it (here is no technical reason why 
such pnvatisaimn cannot he completed, it 
docs not scent possible to do mi on a large 
scale in India in the near lutiitc. We can 
dtsinvcst the shares <4 these units jmi it such 
disinvestment process is preceded by an 
appmpnate resnuciuring ol the assets and 
liabilities ot Ihc umts. the revetntes ot such 
disinvestment may turnout 10 hesulftoently 
attractive, hctiuid then encourage the pox-css 
t4 disinvestment, hut still Ihc dcciMons to 
go hdow Ml per cent ol pubix- share may 
take quitealong time to come, his of course 
possible in he cruical of dux situation and 
condemn the government lor its lack ot 
co mmi tment to economic reform v because 
obstacles to pnvatiutNm in most cases wc 
political without any cconramc or Mchnical 
jWMiricatxm But governments are political 
endues and pnhey-makers must take mm 


account the polriical txxnpulsKxis to men 
the feasibility ol a policy and work inwards 
the ultimate desirable gold. 

Riaj Lav Cassn/usis 

There arc many such tmaances of the leaf 
life constraints on the operaliuB at cc <aaan ic 
relotnts. hut I have chosen these specific 
examples to highlight a point. namely, if 
these limitations arc acccpicd then the 
emphasis ol policy in Ihc near future has lo 
he somew hat diflerent. ai least lur Mime mac 
in the near luiurc Instead ol wishing away 
the cxisicncc of public sector urws. whether 
they arc hanks nr firms we base to think 
ot how to improve (heir operations. how to 
increase their autonomy and how to make 
them hetter their pcflonruuwx even whet* 
there is public ownership Fur umts with 
surplus manpower ihc emphasis would he 
how in organiM* the operations id the mil. 
disengaging this surplus labour force 
cl lie icmiy. uMil they can he shed nr retrained 
effectively. Similarly. CoryxjrjUsWMWul the 
units and restructuring their assets la 
maximise the returns Irum eventual 
divcsimeM shtxiid get a pnonty over the 
ouiright sale ol the units. Fix toss-axakiug 
units, however, which canmx he made vtahf* 
ix whose viability would involve too high 
a cost. the policy should he lo efiect a closure 
immediately without allowing ihcopcrwxius 
to linger on indefinitely 

Another such real file constraint is the 
inability irftlre government lorcxiucc puNtc 
expenditures below a particular level. 
Reduction ot deficits is a urn* q*M non at 
relorms. Rut if that has to he done without 
raising the tax rates puMk expend* ure> 
have to be brought down Howescr much 
we may wish to cut defence exp endi tu re , 
or eosisot administration, ttml s ing wages 
and numbers of government servants as 
well as all kinds ol subsidies on Iml 
lerufiser. kerosene, etc. there may be an 
ctToctive Imm hekn* which ihc go veramet n 
may nut he aMe u> go Deficit reductum 
would then imply either a reduction of - ; 
public investment or an increase in tax * 
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and tax->covefaee 
’lie improved through proper 
l^v 'o a f d reiem ent and administration, tax rates 
h WtH have to be raised to increase tax-revenue. 

i/Vtt' 1 * reduction in the tax rates, across the 
board, is also made an essential element of 
economic reforms, the only option left would 
be to reduce public investment. But if public 
investment is a crucial determinant of both 
private investment and the rate of growth 
of our economy - a proposition for which 
there is a large empirical evidence - a fall 
in public investment may actually lead to 
an increase in the deficit as a proportion of 
GDP even with the same absolute amount 
of total fiscal deficit. Clearly, the empirical 
situation points to a number of trade-offs 
between different policies, between deficit 
reduction, tax rates reduction and increase 
in public invesimeni. The answers have to 
he based on the realities of the situation and 
not on some pic-conceived biases for and 
against some policies. If it is a fact that 
reduction in public investment over the years 
would reduce the overall rate of investment 
in India and thereby reduces the rate of 
growth, it would be necessary, for the sake 
of a successful implementation of economic 
reforms to provide lor an increase in public 
investment, even if that means no further 
reduction ot tax rates, and a vigorous 
enforcement ot tax-compliance. Some ot us 
(feel on the basis of several empirical studies 
that when we have come down from the 
earlier 90 per cent tax regime to 40-45 per 
cent tax rates, a marginal increase in tax 
rates, and an expansion of tax coverage 
would not significantly affect output and 
employment. If the latter is completely 
unattainable, it may be necessary to raise the 
fiscal deficit on the margin, especially if that 
it the only way to protect public investment. 

I must hasten to add (hat I am (he last person 
to support an increase in the fiscal deficit, 
and in any case, that should be the last resort. 
What I am trying lo emphasise here is that 
we must use ail the policy variables, flexibly, 
to achieve our objectives depending upon 
the trade-offs given by the empirical 
relationships. 

Essential Elements ot- Reforms 

At this stage. I think I must define what 
I meant by the essential elements of our 
economic reforms. The measures that we 
adopted in 1991 were not terribly novel and 
unheard of. They have been practised in 
many countries of the world which have 
adopted the Rind-Bank programmes in (he 
past. Many of these measures were adopted 
in 1981 when we went to the IMF for an 
EPF programme. Several economists had 
argued fonheadoptionofsuchaprogramme. 
with or without the Fund-Bank assistance, 
quite some time in the past and at least 
; ■' since 1987 when the short- term debt nl our 
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country started rising at ah inbraiilhg r*e. 
What Is novel about the economic reforms 
of 1991 is the timing and the fact that it was 
introduced as a package of measures to meet 
a specific liquidity crisis for which such an 
elaborate package was really not necessary. 
These measures were meant to correct 
'systemic distortions’ and it was extremely 
courageous of the government to adopt that 
package at that time. 

There arc three essential elements of 
this package of reforms. First, deregulation 
and liberalisation of all markets: second, 
increasing competitiveness in all spheres 
of economic activities: and third, living 
within our means or a strong budget 
constraint on all economic agents. 

The third clement is self-evident because 
one cannot live beyond one's means of 
current and borrowed income. Ifcxpenditure 
exceeds income, current plus borrowed, 
pnccs will increase to make them equal. 
However, there is a degree of freedom in 
one's ability to borrow and this is where the 
financial institutions have u role to 
play - commercial banks in the case of 
individuals and the central hanks m the case 
of governments. They have lo ensure that 
current borrowing matches with the future 
streams of income without which an 
essential' plank of economic reforms based 
on pricestability will collapse. Indeed the 
maintenance of this budget constraint nr the 
fiscal discipline may be regarded as on 
essential pre-condition for a successful 
implementation of other elements of 
economic reforms, as without that the 
economy would be exposed to expectations 
of rising inflation, which could distort all 
(he price - and income - signals for 
appropriate allocation of resources by the 
market. There may not be anything 
sacrosanct about a particular figure of the 
rale of inflation such as that n should be 
less than two-digits or so. What is important 
is inflationary expectation which defends 
upon fiscal discipline or a visible tightness 
of the budget constraint. 

There is now very little disagreement 
about the desirability of deregulation and 
allowing the market forces to have full 
play. The Indian economy has always been 
a market economy with an overwhelming 
bulk of all transactions being settled in the 
market place. What we have learned from 
our experience is that the only way to 
influence the market would be to play with 
the market forces, with price and income- 
related instruments, because any attempt 
to control or regulate those market variables 
would normal ly create parallel markets and 
generate pockets of scarcities and rents, 
frustrating the implementation of those 
policies. The days of licence and control 
are over and if there are still some vestiges 
left, they will have to he given up as soon 
as possible. 


do not aeed|ufcteno£ m Ifere'dirt*'*' din, 
be the answer to ah our problems. Even 3t» 
theory, competitive markets coukl ensure 
what is known as Rveto-effkaent resource 
allocations, tendtagtothe maximum potential 
output, only under stringent assumptions. 
There are many cases when the markets Ml. 
the most pervasive casebdngin c ompletsness 
ofthe markets ori mp ctfectionofmfbnmtion, 
which make practically ail actual market 
situations failing to meet the Pareto* 
efficiency conditions. If national objectives 
are not confined to only maximising output 
but also changes in the distribution of 
incomes, either inter-personal or inter¬ 
regional. market failures become almost 
endemic, because non-distortion*ry re¬ 
distributive measures are rarely available. 
The second best theorems go even further, 
suggesting that when there are several 
distortions, removing one of them and 
moving the economy closer to free market 
solutions may not be welfare improving. 

I must hasten to add that presence of market 
failures does not justify widespread 
government intervention. All they mean is 
that markets left to themselves need not be 
Pareto-efficient and there may exist some 
form of government intervention, respecting 
the practical limitations on markets which 


could raise welfare. In other words, when 
one recommends a government intervention 
one must be able to demonstrate that it is 
less expensive and less distortionary than 
the operation of market forces. Clearly, 
government interventions would have to be 
highly selective. 

I have gone into these details of exposition 
only to strike an appropriate note of caution, 
that we must not he swayed by theologians 
either on the side of free markets or on the 
side of government intervention. The real 
world is very much complicated and pros 
and cons of every measure ha ve to be weighed 
in practical terms before its adoption. 


Ma*ket ran Financial Services 


Of all markets, the market of financial 
services is most prone to imperfection and, 
therefore, to failure and that failure occurs 
because the priccof financial services more 
often than not fails to clear that market. 

The basic difference between financial 
markets and other markets iscleariy brought 
out by the fallowing passage: 

Incapksl markets, money today is exchanged 
for a promise of return* in the future. The 
promise is always, in effect a contingent 
promise: in tbe case of a bond the promise 
takes the form. ‘I will pay a certain amount 
provided that I can; and if I can't, certain 
other consequences fotiow’. la the care of * 
equity, die promise takes the form. *f wilt 
pay a fraction of my profits. I witi decide 
the fraction, and I will decide how profits 
are defined. Trust me) If I don’t pay you 
a dividend. I will reinvtft Ok money in fee 
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■am smrrmad* wwiiun 'mm tofte 

Mrm of th**af gMa'lthpreeiaety ttli 
dtffereu o c dhl clt explain* why financial 
mariuXs src not aedcaanot be. nm as auction 
market*; why leaden, far instance. do not 
simply lend to Uioee who are willing to offer 
to pay the highest interest rate*. Thou who 
promise to pay the highest interest rate* may 
not. in fact be those for whom the expected 
return is highest.. Frice* (interest rates) play 
a role in the allocative mechanism - they 
define, for inaumoe. the opportunity cost of 
funds: but the allocative Meehaniim is 
fundamentally a screening mechanism, in 
which prices play a secondary role. (Bruce 
Greenwaid and Joseph Stigliu. ‘Informal too. 
Finance and Markets: the Architecture of 
AllocaiiveMcchwiisms'. working paper No 
3652, National Bureau of Economic 
Research. Cambridge Mass.) 


Let me confine myself to the market for 
loanable funds where the banks perform, 
besides the usual agglomeration function 
(pooling together limited ravings of single 
individuals) and the transfer function 
(transferring resources from savers to 
investors), also the selection function 
(selection among alternative use of funds 
and the control function (to encourage 
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loan ap^rfkwitswho appear lobe identical, 
some receive a loan and others do not. and 
the rejected applicants would not receive 
a loan even if they offer to pay a higher 
interest rate). The conditions under which 
such credit rationing emerges appear to be 
quite general and. therefore, applicable 
fairly universally. They can be summonsed 
simply as follows: as the real interest rate 
charged to any one class of borrowers 
increases the probability of default on loan 
contracts also increases. As a result the 
expected return by the hank increases less 
rapidly than the interest rate and beyond 
a point would actually decrease. This is 
mainly because of two reasons: first, ‘the 
adverse risk selection effect' under which, 
as the interest rate increases a higher 
proponion of riskier borrowers come 
forward for the loan: and. second, the 
'incentive effect' under which any one 
borrower will lend lo change the nature ol 
his own project from a safer to a riskier 
ope. because he can lake away the extra- 
ordinary profits if the project succeeds, hut 
walk away, maybe with some cost, with 
default if it fails, especially because the 


to *v cate gecy will bt rationed m. am 
though they have more produc tive projects, 
although with larger variance in their Internal 
returns. The point to note here is that the 
interest rate r, at which credit is rationed out 
is also the equilibrium me. because if the 
cost of the loanable funds to the bank is 
independent of the nature of the projects 
they finance, the banks profit* also maximise 
at the interest rate r,. The other classes of 
loans will be ignored unless the total of loan 
applications at r. falls short ol the supply 
of loanable funds. 

The lower panel of the figure brings out 
this excess demand situation more clearly. 
L„ is the usual demand curve, for loans as 
a function of the real rate ol interest *r‘. 
To derive the supply curve of loom, we 
have assumed that hankers I reely compete 
for depositors and the intercsi rates received 
by depositors would depend upon the 
expected return per rupee of loans, as 
derived from the real interest rates ac cnr d wg 
to the relationship described in the upper 
panel. Under the usual zero-profit 
competitive equilibrium, the deposit rales 
would be equal to the expected returns for 
any particular interest rale. Accordingl y . 


prudent behaviour of those who have been 
provided funds). Both these last functions 
are susceptible to failures. The control 
function, which involves by now the famous 
pnneipal-agent problem, is crucial because 
efforts of the borrower affect the return on 
the loan, and without perfect and costless 
information the banks cannot stipulate all 
the actions which the borrower should 
undertake, nor could they formulate the terms 
of the loan contract in such a manner Dial 
the borrower is induced to take the right 
actions to make the outcomes of the loan 
a success. Banks, therefore, may not he 
expected to make loans of the same size and 
same repayment schedule to be offered to 
two different borrowers at the same interest 


hank cannot perfectly monitor his actions. 

Ronald Mckmnon (7V Order of Eco¬ 
nomic Liberalisation , Financial Control in 
the Transition to u Market Economy. John 
Hopkins University Press. I*391) has 
developed the Stiglitz-Wciss model and 
presented it in terms of a chart which is 
reproduced here. The real interest rates on 
hank loans i s dt ITcrent from t he real ex peeled 
return on such loans t taking into account the 
probability of default). Suppose the loan 
applicants can he divided into different risk 
classes, and (he number of applicants in each 
class is sufficiently large with a denned 
distribution. The figure shows three distinct 
nsk classes. R ( . R, and R, in ascending order 
ol expected returns and van once m their 


there is a maximum deposit rate that basks 
would offer after which deposit rates win 
fall with the nse m the lending rare, and 
the supply curve ol loans will take tire 
shape of L 4 as given in the lower pond. 
The equilibrium interest rate is at which 
there i s an excess demand There is a market 
eleanng interest rale, r. at which the demand 
jukLUk supply of loans are espial: but that 



Weiss model where the macro-eoononnc 
conditions arc stable and the di U n N suan 
of returns in the project* of borrowers is 


rate, tf the reputation for prudence of one return. Class R, is perfectly safe with no statistically independent of one another, 
borrower is worse than that of the other. The variance in outcome and with the maximum the banks who arc following pradant 


selection function ix even more difficult to 
perform, because by varying the price ol the 
louns (interest rates) the honks may not be 
ahte lo get the best allocation of loanable 
funds. The individuals who are willing to 
pay higher interest rates may on an average 
be at worse risk*, willing to undertake projects 
wtth lower probability of success hut higher 
profits what successful. 

In a classic paper published in 1981. 
Joseph StigKtx and Andrew Weiss ('Credit 
Rationing in Markets with Imperfect 
Informal too': American Economic Review. 
June 1981) showed that a loon market in a 
situation of imperfect information may he 
characterised by cradii rationing, where 
the interest rate could be in equilibrium (in 
the secuw that bankers would not have any 
incentive to chan ge the rate once it is 
fwciwU w mil ww co* po win nc wt 


interest rale that the borrower can pay being 
r, which it alto the expected rate of return 
The graph R, covers riskier projects with a 
higher expected yteki hut it lies hckiw and 
to the right of the 45-degroc ray because of 
the incentive effect and adverse risks 
selection and expected return to the hank 
increases more slowly than the loan rate. 
The maximum expected return occurs when 
the loan rate is set at r, after which the 
influence of advene risks select ion on hank 
profits more than offset* increases in the 
rales of interest. The b or row wer s io class R, 
would he ottering investment opportunities 
with higher potential returns but alto with 
higher potential default. Because the real 
expected return of R, projects would he 
lower than that of R. project*, the hunks 
h ta hw gw ntihl h i tr i dri ir i orUnihrft. ftttyf y 
tw«n wneram rate at r,t ana an nonwwors 


policies would on their own practise a 
ceiling on their interest rale, without being 
dictated by any regulatory authority. 
However, if there arc conditions of macro- 
economic instability with inherent 
inflationary pressures and real exchange 
rate instability.the expected rensra on bank 
low. taking tnin account the probabilities 
of default, may faR much below the a ct ual 
rad rate of interest especially tl there is 
a positive «h variance among the expected 
returns to project within any one risk dam. 
WfcJmui the regulatory au thori ty tr y i n g to 
restrain the • Merest rases, the hanks may 
try to take undue risks. The incentive ter 
make high-interest, and therefore, high- 
risk loam can be very t em p imy , heca ura 
a favourable outcome may lead, in very 
high profits, while they caa walk aw**' 
when there arc heavy kisses. The hank.*. 
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would tend to ignore the fact that under 
macroeconomic instability the default rates 
among the borrowers arc not uncorrclatcd. 
especially if the banks concentrate their 
lending to a few large borrowers who are 
willing to pay high interest. This tendency 
would gel compounded if there is a deposit 
insurance cover when there is a real moral 
, hazard. The expected profits from risky 
landing could he very high in the case of 



favourable outcome when the banks would 
try to keep extraordinary profits, without 
having to pay the full cost of Ihc probability 
of unusually large losses, whichcan be passed 
on partially or fully to insurance agencies. 
The problem o! moral hazard is multiplied 
when the hanks me not privately owned and 
do not face at least the risk ot bankruptcy 
nr toss of their ownership claims in the event 
ol unfavourable outcomes. With or without 
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banks may behave asKtfay warn to toa* 
risk and not as risk averse, appropriately 
regulated, prudent banks. 

Ronald Mckinnon refers to the Chilean 
experience from 1976 to 1982, when 
uncontrolled interest rates coupled with 
implicit deposit insurance of the banks led 
to adverse risks selection among the 
borrowers and severe moral hazards in the 
banks themselves. Even though the macro- 
economic conditions were unstable subject 
to targe changes in the rate of inflation and 
the real exchange rates, Chile had removed 
interest rate ceilings on deposits and loans 
in a mistaken form of financial liberalisation 
and their financial system almost collapsed. 
Like Chile, Argentina and Uruguay had 
also made similar efforts to deregulate and 
privatise their banks without sufficient 
fiscal and monetary controls in place. 
Interest rates on both deposits and loans 
were completely freed, leading to 
unexpectedly high lending rates, enterprise 
bankruptcies and bank failures, to prevent 
which the governments had to re-introduce 
regulations. McKinnon observes that “even 
in the highly developed capital markets of 
the US. the federal deposit insurance is 
creating severe problems for bank supervisors 
in curbing undue risks taken by commercial 
banks as well as savings and loans 
institutions”. This problem can be much more 
severe in a developing country which does 
not still have a very well developed equities 
market, where the standards of accounting 
and supervision are still in their infancy, 
where the macro-economic stability has not 
yet formally entrenched its roots, where 
nationalised commercial hanks, with or 
without deposit insurance arc the principal 
lenders in the market and where more often 
than not there is a concentration of loans to 
a lew borrowers. 

A situation like this is particularly 
relevant for the present stage of economic 
reforms in India. As I have said earlier, 
there is very little disagreement here about 
the principles of our economic reforms, or 
about the logic of (he different measures. 
The debate is basically about the design 
of the rcforms-package and the sequencing 
of (he measures, keeping in mind both the 
desirability and the practical feasibility of 
thedifferent measures. I do not think anybody 
today would be arguing against liberalisation 
of the financial sector or deregulation of the 
banking system. I have noticed an almost 
universal consensus about the major tenets 
of the Nanuimham Committee recom¬ 
mendations. But the questions still remain 
about how to package thesfc measure* and 
sequence (hem, especially since we have a 
large number of banks with substantial non* 
perfoonmgasseu.quiteafew of them making 
huge losses and a number of them having 
surplus manpower with inadequate discipline 
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even about tee need for privatisation. Some 


of us mtfy still believe that bank 
nationalisation of 1969 Was a historic 
necessity. But that does not mean that the 
banks have uf remain under public sector 
even today. If the regulatory system is 
property worked out and if the Reserve Bank 
is allowed to enjoy the autonomy that central 


banks should, public ownership is no longer 
necessary to guide the fipancial market, to 
achieve the objectives of financial growth 
and balanced development. But then a hard- 
headed analysis of our problem must also 
recognise that privatisation of the bonks is 
not going to solve alt our problems or that 
privatisation, or divestment of ownership 
of the public sector banks can be achieved 
overnight, in the meantime, the banks have 
to be restructured and restored to health so 
that the values of their assets increase and 
the revenues that can be realised through 
their divestment can expand. 

The policy for opening up the banking 
sector, allowing free entry, subject to the 
regulatory norms, would be an essential 
element of improving competition in this 
area. There should be a significant increase 
in competition, in providing hanking 
services, both in termsof quality and quantity. 
All dements that work against such unleash¬ 
ing of competition must be withdrawn, and 
all facilities must be provided for improving 
the productivity of the banks and the 
technology of their operations, so that they 
can build up their competitive strength. 


Deregulation <* Interest Rates 

Let me not dwell on these issues very 
much about which I think (here is not much 
controversy. Lei me come back straight to 
the issue of deregulation of interest rates. 
There also I do not think there is much 
disagreement about the need for simpli¬ 
fication, the removal of highly complicated 
and varied structure of interest rates. The 
Reserve Bank has nghfly moved in the 
direction of reducing the number of interest 
rates, which can be regarded as relevant. I 
would also agree that eventually ail the 
concessional interest rates should be 
withdrawn. I am not yet convinced that the 
system of directed credit should yet be 
completely dismantled. If the logic of the 
credit rationing argument that I have given 
above is accepted, there may sdli be some 
valid reason for continuing with a limited 
amount of directed credit, especially for 
ce rta in s ectors which have large social benefit 
and which are in their infancy intheir stage 
Of development. But H would be difficult to 
support the provision of and) directed credit 
on concessional terms. After alL the interest 
rises reflect the opportunity cost of capital 

even in (he so-ceded priority secton, in the 
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■■ fight of feft ppportunity cost In any 'case, 
since money is foegfoie, and kerb markets 
exist, con ce ss i onal rate to one sector couid 
easily de g enerate into provision of rents to 
some selected interest groups, without even 
doing the screening function, if not the 
allocating function proper, that the interest 
rate is supposed to perform. 

There can hardly be any disagreement 
with the Reserve Bank about iu policy of 
the reduction of SLR. If the securities that 
banks hold as a part of SLR increasingly 
earn market-related interest, stipulating a 
precise figure for SLR would soon become 
redundant There can be some di sagreemem 
about the CRRs. A minimum fraction of 
CRRs may ha ve to be retained t or t ransact km 
purposes and even that should probably get 
some remuneration, no matter how valuable 
the service that RBI's regulatory activities 
provide to the bunking system - an argument 
which has been used u> justify non-payment 
of remuneration on these reserves But if 
CRRs are used to impound a pan ol the 
liquidity of the hanks and thereby restraining 
the expansion of credit. I am afraid there 
may not he much case in their favour. A 
proper open market operation would he a 
much more effective way of doing the same 
job and it is al way s better to use the insinimeiM 
that is transparently aimed at a specific 
objective, rather than transmitting aconfusing 
signal to the system. 

The trouble with open market operations 
is that they tend to increase the interest rates, 
especially on government securities and 
Treasury Bills. It is good that the earlier 
limitations on such interest rates have been 
withdrawn. But wc must also recognise the 
implication of such policies for the deficit 
management of the government. With the 
mounting interest burden on government 
expenditures, we are introducing a substantial 
dement of inertial deficit in our system, 
which can soon become quite explosive as 
happened in many Latm American countries. 
Indeed, if a fiscal deficit cannot be diunnaied. 
the argument that most of it should be 
financed by borrowing and not by money 
creation, is not quite self-evident. A decision 
has been taken recently by which RBI 
financing uf budget deficit is expected to 
come to aero very soon. Taken in isolation, 
and in a system with a huge liquidity 
overhang, this is a laudable objective. But 
if the fiscal deficit cannot be reduced 
significantly and if there is already a large 
kneresr burden that the gov e rnmen t has to 
bear, a case can be made that tome amount 
of inflationary tax which is associated with 
the RBI’s financing of the deficit may soil 
bn itoainbte. orovided the iiu wiot mnaev 
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The primary objective of policy, 
however, must be the control of fiscal deficit 
and to my mmd, that ta the essential pre¬ 
requisite for any success of our economic 


reforms. I started by saying that Ruing 
within our mentis is the rstcwtisl ptaok of 
our economic reforms and by that I mean 
our means, not of only today but also of 
tomorrow, on the basis of bomwjag which 
we can do prudently, and prudence in 
borrowing depends on how the funds we 
spent. In other wonts we need not make a 
fetish of any particular number as a maximum 
fiscal deficit, if a fiscal delicti is essential 
to support a public investment p rogramme 
either in infrastructure or in a major sector 
that can be executed efficiently and increase 
our pn iducti ve capacity and potential income, 
it may have to be justified, if the akernatrve 
is to go without such public investment 
programmes. But the most important 
condition is. as I have noted earlier, the 
demonstrable adherence to fiscal discipline 
so that there is no expectation about rising 
inflation, which can disrupt macro-economic 
stability. Of paramount importance here is 
the elimination of revenue deficit both at the 
centre and the states and a demonstrabaa 
that every effort is made to restrain overall 
demand pressures on the system. 

In that context, there is no room for any 
relaxed monetary policy and I am afraid no 
case for an immedijle deregulation of taeetcsL 
By non-relaxation of monetary policy. I 
would mean giving out signals dut we would 
not only keep a control over money supply 
but also at least for some time over the 
interest rate. We have now a tem porary 
situation created by the unintended i n c rea s e 
in our foreign exchange reserves. I call if 
temporary because most of the increase in 
our reserves is due to the fact that our imports 

have not grown to the extent necessary U 
absorb this extra inflow of tpmgn ca p ital . 
That again p largely a result of inad e qua te 
growth moureconomy. Both these riteafsem 
cannot last for long and we should not he 
unncctsarilywomcd about the accumulation 
of these reserves. However, xo long as these 
reserves are increasing they should not fee 
mistaken as increase in the supply oOoanaUe 
funds, allowing for a possible lowering of 
the interest rates. The loanable funds can 
increase only if savings increase or extra 
resources are provided bp the forage sector 
through import surplus When teal is not 
taking place, tee extra liquidity mutt he 
mopped up by tee central bank and I see no 
alternative but to sterilise these res erv e 
inflows I have some sympathy with tee 
proposal made to tee RBI’s Aaanaf Report 
about a smaH tax on these inflows, afchwgh 
(would like to avoid it, lest a gives a wrung 
signal to tee international com mu n it y. A 
tenor any bo amditi ihc perio d 

of short-term capital gams lax. from one to 
three years, which may beadmnpar on team 
inv esto rs who ate after purely short-earns 
capital gams and not motivated by tee kmg- 
term potential of our economy. Ben xriteor 
without team meoaures for dampamag tec 
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there isevory reason 
*fco»td be sterilised if their 
‘V accumulation is unintended. There would of 
course be an upward pressure on the interest 
rates, with their implications for the problem 
*1 of debt management of (he public sector. But 
that is a price we have to pay for keeping 
a control over monetary demand. I am not 
persuaded by (he argument that if the interest 
rates increase, that itself will further attract 
foreign inflows. The HI investments which 
are the main factors behind this increased 
foreign exchange inflows are not so much 
guided by the current interest rates as they 
are by the growth potential of the economy 
and the prospects of capital gains, that 
basically depend upon the expectation about 
future fill of interest rates. In other words, 
the HI invcstemenl should continue to flow 
in so long as the perceptions of our growth 
potential persist, and our policies should be , 
guided by considerations about the control 
of aggregate demand, to keep a check on infla¬ 
tion and thereby sustai n our growth potential. 

If the logic of my presentation is accepted 
and the description about the credit market 
characteristics in terms of credit rationing ( 
appears realistic. I would submit that we 
should follow an interest rale policy which 
has only two elements, a ceiling on the 
lending rate of interest and a floor on the 
deposit nuc of interest. Subject to that the 
bonks should be allowed to compete with 
oneanotherinthciropcrations in the financial 
market- The current policy of a ceiling on 
the deposit rates and the deregulation ot 
interest rates on loans above Rs 2 lakh has 
0 danger that it would encourage, in terms 
' of the analysis given above, ad verse selection 
and the weaker banks, which already have 
large over-hang of non-performing assets. 

’ would move towards providing credit at 
higher interest rales, involving higher risks 
of default. The stronger banks would be 
competing among themselves for prime 
borrowers, which may lead initially to a fall 
to the interest rate. But as the liquidity over¬ 
hang is removed, either through sterilisation 
or through competition with the private 
placement of commercial paper, there would 
be increased competition for deposits and a 
gradual increase in the ates of interest. If 
my diagnosis is right and if the fundamental 
characteristics of the Indian financial 
markets is that of excess demand, I am 
afraid we shall soon go hack to the situation 
of upward pressure on interest rates if we 
do not still have a full grip over the macro¬ 
economic fundamentals, and until infla¬ 
tionary expectation is squeezed out of the 
syttem, we cannot afford to rel ax on monetary 
If we do not succeed in imposing a 
r Strang fiscal discipline, bid still deregulate 
i jjatcrest rates, I am afraid our primary l 
jl'jjroWem will be adverse risk selection and ! 
pd|e moral hazards associated with them. ‘ 
l.wfccn most of our banks are still publicly * 


owned, without havtegftop^r diefuN Social - its impltcstions. » 

costs of risky tenting. Let aa not make the Hbendisatitaoortm »• 

mistake that the southern Cone countries conceived designs of liberabsadan. 
made in the early 80s. Let us be cautious and [roip^oomprisesiheauthor**Srhnhoiant- 

not be overtaken by a zeal for so-called dai Thakardu Memorial Lecture, MM.deiiverad 
‘liberalisation’, without thinking through all at die Indian Institute of Bankers. Bombay.] 
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rAdmMziieiat and Small Producers 


Reflections from Case Studies 

Sarthi Adnrya 
Niro Achmrya 

The small-scale sector which accounts for a substantial quantity of goods and provides employment has been 
uniformly affected by the new economic policies on one count or the other The present policies are also oblivious 
to the problems of small farmers and other primary sector producers, especially in the semi-arid regions. This article 
attempts to assess the impact of new economic policies through a set of case studies of units in the small sector. 


INDIA embarked upon * policy of economic 
liberalisation since the mid-80*. However, 
considerable fiscal indiscipline on the one 
hand, and expons not keeping apace with 
imports on the other, resulted in an economic 
crisis in the early 90s. Borrowings from the 
International Monetary Fund (IMF) had to 
be resorted to; and a structural adjustment 
programme (SAP) and economic liberalisa¬ 
tion were set in motion soon after. Entry 
of multinational corporations (MNCs). 
decontrol over markets, and steps to i ntegrate 
the economy into the world system, were 
some of the measures undertaken. 

At this juncture it is important toundentand 
some basic parameters ofthc Indian economy. 
Agriculture, to a great extent, is in the small 
farm sector (over 73 per cent of the form 
holdings are small), and it employs about 
63 per cent of the total workforce. In the 
industry sector, large factories contribute 
about 63 per cent of the industrial output 
and employ about 28 per cent of the industrial 
labour force. The unorganised tectctr (mainly 
small industries, handlooms. etc), accounts 
for the rest. While the output composition 
of the services sector, by size, is not readily 
available, its employment composition by 
otganuedhinorganiaed sectors, is much the 
same as in the industrial sector [CMIE1993). 
These statistics (for early 1990s) show that 
over 60 per cent output and about 90 per 
cent workforce is outside the organised/ 
huye-scaie sectors. It also needs mention 
that the modd' of development till recently, 
advocated investment in machines rather 
than humans, as a result, about half the 
population is ilttterate. 

The structural a dj ust m ent and global isa- 
tion of the Indian economy have to be viewed 
in the above context Existing studies on the 
three-year progress since 1991 show that 
while there are forge d epo sit* (not trade 
Mtphiaei) of foreign exchange, economic 
grow th has been well below S tier cent in 
the poet SAP yean. Capital formation is 
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in recession. Ako. the presence of MNCs 


It and &. Tin rising capital intensity Is also 
adversely {Kumar 


1993; EPW 1994; GOI1994; Mondle 1992; 
Uruii 1994). 

An upect nut specifically studied so far 
is the impact of SAP on small producers. 
This paper attempts to assess the impact of 
the new economic policy (through 1991 to 
1993-94) on them. It presents the findings 
of a set of case studies of units in the small 
sector. The presentation is such that some 
generalisation* are permissible across 
sectors. A few alternatives are put forth in 
the last section. The results arc tentative and 
should be interpreted with caution since the 
case studies are far too few for a firm 
generalisation. 

NEP and Small Ptonxns 

The fact that I ndia. to a considerable extent, 
is a small producer economy, has been 
established earlier. The small producers 
studied here fall into three broad categories: 
the primary producers, the traditional 
extractKxi/agro-based producers (including 
fishermen), and the modern small-scale 
industries. In this section several case stutkes 
from each of these three are presented with 
a view to judge the impact of the new policies 
on them. The case studies arc so presented 
that they Mend with the macro situation in 
that sector 1 . 

Small Fabmers 

Small farmers constitute about 80 per cent 
of the farming community and operate up 
to 30 per cent area. Mdst of these farms are 
not composite in the sense ofbeing integrated 
with the agro-processing activities, animal 
husbandry or allied activities. The total 
marketed surplus from agriculture docs not 
exceed 30 pp cent ni the isnd Wi of 

the output is either consumed within the 
oral s e ct or or the producer households. In 
terms of in vest ments , rota! areas are. in 
general, poorly endowed. Within the rand 
sector, outside the irrigated befcs(tl« do not 
constitute more than about 35-40 per cent 
area), the level of tu v mmmm is wary low. 

There isapropoaal to declare a gricul t ure 

uo an induatry', (rather then leaving h 
'peasant-oriented*), since the late IBs. A 
fuM-ftedged policy daemon 
out in the 90s. |bt saber* fc a m re r are as 


would not be able to h andl e tbei 
biotechnology; and they have Mdc i 
to ( ca pi ta l m tenrive) j 
. Finally, (be | 


follows (Banneqce 1993) and tee discussed 
with the help of care studies: 

(i) Improve crop yields through biotech¬ 
nology andtninsferr^nowledge to farmers. 

(ii) Focus on selected crops where the 
country has comparative advantage. 

(iii) Reduce post harvest loss by linking 
farms with agro-technology proc essing a m t s, 
which in turn, establish forward hnkj^esfar 
agriculture. 

(iv) Globaiise agriculture through eaports. 
under the multilateral GATT a greem e n t 

(v) Promote the plantation and tree-crops 
as major industries. 

(vi) Rationalise the existing price-subsidy 
regimes to promote efficient use of scarce 
resources. 

Farm product exports - numly rice, 
horticulture products, tea. coffee, sugar and 
mitt - had been in the range 53-7 hundred 
nullion annually (ill about 1991-92 (abom 
S3b in 1994). The new policy intends tonrie 
thus figure several times, beyond 33 bdkoa. 
Fa this purpose, additional crops idearifiad 
include, (hats, flowers, vegetafoes. odteedt 
and wheat to name a few. Several large 
companies, erica of muHmarionaf origin, 
have begun to buy food for pnvrniag. for 
tale in local as well as export markets In 
some canes, contract fanning tooupneriaad 
(c g. promotion oftomao grow ing by Ftpai 
Foods in faajab) In most of agri-nxport 
processes, ff wifm* bioicctoology seeds mc 
provided from external sources The pnar 
requirement* arc. availabihty of controlled 
irrigation, farm cqnlprneae. capacity toippty 
high quantities of fo tt ili ac ix and accem to 
working capital. Siqce these preconditions 
are permissible in regimes of plenty only, 
tfus policy has been botefktri to the ifevady 
well endowed areas and forge fwnerv hit 
widely behaved in business circles that amah 


n 


findteoaster tode n l wit h a fcw la rg e toppriats 
ta huge number oft 



tot^jLL. tflrit 


m 





investors. Considdring the,fact thsteven m* '{iftiil* “*■> 

today, small fanners xttrVhre by MpwHng being in^bledlft l^^^ritial 

refbrmcommineMhasrecomroeaWckwt^ . 


s/T«e regime thus»tilted against the small 
ttmtocai 2 ■ 

•\ The export policy is being promoted to 
an extent that experts are finding the upper 
doling on landholdings as an impediment 
(quoted in Business India. December 6. 
1993). In the coastal regions of Andhra 
Pradesh and Tamil Nadu small-scale paddy 
farmers are being displaced from their land 
(they are becoming migrant labourers) to 
give way to prawn farming by large 
companies for export.' These prawn farms 
not only absorb little labour, they ecologically 
degrade the earth by the inlet of brackish 
waters. In yet another case, it has been 
observed that goat meat export has reached 
very high proportions. Goats are often neared 
by small farmers to supplement their incomes/ 
consumption and their droppings are used 
as manure. An estimate shows that such 
indiscriminate export may hurt the small 
fanners as well as create shortages of organic 
manure (observations made in Maharashtra 
and Andhra Pradesh). India has already begun 
import of manure from Holland {The Times 
of India. April 3, 1994). 

Next, the agricultural modernisation 
programme (within the overall agricultural 
policy) has three elements; irrigation 
expansion, rationalisation of (he cropping 
pattern for integration into the market, and 
use of fertilisers. The irrigation schemes of 
the surface type arc displacing a large number 
of small peasants - the damming of the 
Narmadanverisacascinpoint|TISS I993|. 
The waters of large surface irrigation 
dams have a distribution system in which 
the small farms, often located at (he tail, 
receive very little water (observation made 
in Orissa).' 1 Also, since 1991. the canal 
irrigation charges have been rising at about 
30 per cent per annum, which disturbs the 
financial balances of small farmers more 
than those of the large (observation made 
in Maharashtra). In places where the 
reliance is more on the underground 
aquifers, the water tables have dropped 
beyond 2-300 hundred feet, and motors up 
to 10 hone-power are required, to pull the 
water. This is particularly true in the semi- 
arkl areas. The small fanners are unable to 
access, or use to full extent, motors and 
pumps of that magnitude; as a result, they 
have to rely on the scanty and uncertai n rains. 

line of electric power for irrigation is 
crucial. One of the conditions of foreign 
companies to invest in the power sector, is 
ascertaining a high rate of return on invested 
capital. Presently, most electricity hoards in 
India are running in losses due to power 
plant inefficiency, transmission losses and 
theft. As of today, farmers pay a flat tariff 
rate based on the horsepower of the motor 
installed (seen in Maharashtra). The 
povemment intends to raise the tarifl s steep! y 
and meter each watt used so as to pay for 
the losses and guarantee returns to the 


their own labour at abysmally low wages in 
the semi-und areas, their economy would be 
completely jeopardised by Ibis tariff rise 
(inland Maharashtra. West Andhra Pradesh. 
Nonhem Karnataka) fAcharya 1993], 

Fertilisers were subsidised to an extent of 
Rs 40-60 billion in the 80s [Gulati 1989). 
These arc now being phased out. The prices 
of mtrogemms fertilisers (urea) have risen 
from Rs 4 to Rs 6 per kg, while phosphorous- 
based fertilisers from Rs 8 to Rs 15. through 
1991 to 1993. Many small farmers (as 
observed in south-eastern Maharashtra) have 
reduced their inputs of phosphate fertilisers 
by 30-35 percent, and raised the nitrogenous 
fertilisers as substitute. Phosphorous 
strengthens the stem, fibre and seed of a crop 
plant, while nitrogen helps in plant growth. 
The result is obviously not the same by the 
substitution: the grain yield is less and the 
plant has more leafy growth. The crop is 
more fit for fodder than human consumption. 
Small farmers, who. to a significant extent, 
sow for self-consumption, lose because their 
need is more of grains and less of fodder. 

The policy envisages rationalisation of 
prices and subsidies, again to integrate 
agriculture into the market system. A survey 
ot small iarmers in south east Maharashtra 
showed that small Iarmers mainly sow 
sorghum and millets while large farmers 
grow oilseeds, pulses, sugarcane and cotton. 
The smaller ones, lor want of enough land 
and other inputs, arc not able to introduce 
diversity in their cropping pattern. The input 
prices, for reasons stated earlier, are rising 
lor all crops: hut the output prices show a 
corresponding increase only in the latter. 
The stagnation in the prices ul coarse grains 
(at Rs 2.30 - Rs 2.50 per kg) over 1991-93 
has resulted in a less than Rs 1000 per 
hectare net earning to the small farmer (early 
1994 data). 

Even the price of Rs 2.30 stated above is 
not always available to them. Agricultural 
markets fluctuate considerably - the prices 
of sorghum dropped to Rs 1.40 per kg. in 
January 1994 in Mime local markets. The 
capacity of the small operators to wait till 
the market rises again or transport their 
produce to distant markets, is limited; as a 
result they lose further. There is a government 
scheme of fixing floor prices, but the 
procurement agencies are marked by 
corruption and delays. * 

In the early 1970s the disadvantage of the 
small farmers was recognised and a special 
set of programmes for them (SFDA and 
MFALA) were established. In 1980, these 
were merged with other anti-poverty 
schemes, thus diffusing their focus |Vyas 
I993|. inthc 90s. undcrthcSAP.thc financial 
system has become tight. The imereti rotes 
are high, priority lending for the rural farm 
sector is under question, and criteria of 


of 'Joss making bank branches ht the rural 
areas. While in principle, a bank is expected 
to be accountable to its creditors, lack of 
infrastructural development has not permitted 
the small borrowers to put forth strictly 
bankable propositions in all cases. They are 
thus losing on anti-poverty programmes too.' 
The small farmers are, thus unlikely gainers 
of the new agricultural policies. 

Fisheries Seoott* 

Estimates indicate that about 80,000 
fishermen are directly, and about two million 
indirectly, employed in this sector. Over 80 
per cent of the vessels operated are artisanal 
(small) craft (including catamarans and dug- 
out canoes) or motorised units (also sihall); 
the rest are mechanised units (which include 
trawlers (about 2,000) or large mechanised 
boats with modem fishing gear). The small 
motorised units arc 10 to 20-foot vessels 
which have engines fitted on them. 

A mechanised trawler (which has 
sophisticated gear to trace shoals) can stay 
at sea for four or five days while the smaller 
craft cannot sustain for more than a few 
hours. The fishing season is of seven to nine 
months. The peak season lasts for a couple 
of months On an average, artisanal 
fishcnncn/small motorised hoatsoperatcihcir 
craft for not more than 125-150 days a year, 
while trawlers can slay beyond 250 days. 
The average earning of an small artisunal 
fisherman does not exceed Rs 40 per day. 

The total catch of fish in India in 1992-93 
was 4.3 million tonnes |CMIE I993|: nut 
of this, about one-filth was exported. The 
Maharashtra merchant class thig trawler 
operators-cum-traders) catches 40 per cent 
ol the state's total fish catch white Guiorat's 
merchant class catches 50 per cent. These 
figures show the extent of access, by boat 
type and si/e. Both, the small und large 
fishermen, however, contribute to exports. 

Since the time India embarked on the 
structural adjustment programme, it has 
feverishly directed its policies towards 
market-oriented schemes. Augmenting fish 
production and seafood export earnings is 
the core scheme of this policy; and valuable 
fish resource is seen mainly as a source for 
export for earning foreign exchange. As a 
follow up of these plans, the government has 
drawn upon ambitious agenda to additionally 
introduce 2653 deep sea fishing vessels. 
These vessels aim to bring to shore, mainly 
the export variety fish; discarding large 
quantities of 'trawl by-catch'. Licence* are 
issued to many Indian business houses to 
import fishing vessels, and to enter into 
collaboration with foreign companies. 
Several such licences have already been 
issued 1 . For instance. Cochin-based Inno¬ 
vative Marine Products have tied up with 
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fowcompanie* - Mksubuhl of Japan, Satnfi 
liberie*. Oourmet Club of the US. and Sc* 
Product* of Italy. Integrated Ruhian Exports, 
Kerala, began commercial operation! in 
October 1992 and has reached a turnover of 
. 1 160 million. It has tie ups with Den marts 
and plans to start a joint venture in Bahrain 
(Business India, December 6, 1993). 

In addition, the government has removed 
all harriers for foreign entrepreneUrsto in vest 
in India's Exclusive Economic Zone: which 
in the present scenario may bring in the 
necessary foreign exchange, but may affect 
the marine life ecology seriously since 
trawlers fish everywhere - inshore, offshore, 
deep sea - and are indifferent to the type of 
fish netted or the breeding season. This policy 
promotes big operators. It is also oblivious 
if the ecology. There is little in it which may 
je of consequence to the small fisherman. 

Detailed talks with the Vcrsova Machhimar 
.'ivulh Karya Kan Sahkari Society (Bombay) 
members and some i n formed people revealed 
that the problems encountered by small 
fishermen here are not very different from 
those found elsewhere in the state and 
country. The fishermen and women in this 
co-operative arc engaged, both in indigenous 
fishing as well fishing with the help of small 
motorised units. Fishing remains a traditional 
and caste-specific activity. 'Kolis' in 
Maharashtra are enguged in it. The other 
caste workers are engaged in the related non- 
fishing activities (e g. auction and sale of 
the fish catch). 

Fishing is a seasonal activity and depends 
heavily on the environment In the absence 
of motorised units with some. I heir livelihood 
is directly affected by the changes in the 
ovimoment Earlier, the fish in the creek 
[Malad) area was readily available. This 
catch has become very scarce in the recent 
years due to the pollution created by waste 
disposal from the chemical industries in the 
vicinity of the creek. The problem has been 
exacerbated due to the lack of sulficicnt 
motorised units which can go relatively 
further into the sea. 

During the 90s. pomfrets and shrimps, 
which are now available only in the deep 
teas, arc available in smaller quantities. The 
overall catch quantity ha* reduced, from 100 
kodis to 25 (I kodi = 22 pieces) per tnp in 
i small boat. This, as per local reports, is 
due to over fishing in the area by the heavy 
irawlers harvesting fish beyond sustainable 
limit, thereby changing the pattern of their 
itabitaL In addition, an analysis of the catch 
composition shows that many demersal 
tpccies have declined, confirming 
indiscriminate and overfishing by trawlers. 
\ similar trend, it was reposted, is observed 
m the coastal shores of Kerala, West Bengal 
md Andhra Pradesh (Singh 19931. This 
■hangc has, as yet. not so much affected the 
tig mechanised units since their reach is far 
wider than that of others. 


In recent yean, there is rise in the demand 
for fin fish, especially those available at 
some distance from the shore (along with 
shrimps), This has hiked the price of fin fish. 
Some small fishermen with improved 
technology are able lo make more trips to 
the sea. arid are able to go grcaterdistance*. 
The motorised boats have saved them from 
the drudgery and helped them u> rapidly 
harvest shoals at greater distances. Despite 
this, there is reduction in both, individual 
and total catch, for reasons stated above. 
Thus, fin fish too. which a tew years back 
were considered worth little, are vanishing. 

Private traders have paved their way in 
this sector. Beach auctions arc common, in 
which the traders buy the fish from the 
fishermen, soon after the latter bring in their 
catch. These auctions take place within 
momcnlsafter ihecatch lands. The bargaining 
power with the fishermen is low because of 
the high perishability ol the product and they 
are not able to get a price similur to what the 
traders get. when they (the traders) sell this 
produce onwards. The fishermen have been 
unable to vertically integrate their activities 
so as to obtain the full benefits of the market. 

Each member is entitled lor loan from the 
co-operative, which is given from the 
commission the members pay to the co¬ 
operative. for arranging the sale. The loan 
is used lor repairs, equipment, and for other 
personal contingencies. The reduction in 
catch, along with little pnee advantage, may 
ailed the loan quantity, it is I cared The 
presence ol private merchants may increase 
the price of repairs, gear and equipment: 
which may place further pressure on small 
fishermen. There is apossibihty of fishermen 
giving in to pressures from auctioneers for 
further lowenng prices. 

The story of this co-operative indicates 
that the co-operatives have not developed 
linkages with the appointed merchants ot 
export companies, or even wnh those who 
sell fish in the markets. As a result, a great 
deal of the price margin is taken away by 
the middlemen-traders. As of today, the co¬ 
operatives play a significant role only in 
arranging beach auctions of the catch of the 
small fishermen. 

A reduction in catch, low prices, and 
limited access to cold storage facilities is 
likely to hit the artisanal fishermen the worst 
They may be forced to seek alternative jobs 
Since most do not have any skills other than 
catch]rig fish, only menial jobs will be left 
for them. There are cases hi Kerala where 
fishing technology has led tn marginal tsaoon 
of fishermen: they have become casual 
labourers (Smgti I993J. 

Rohm. Autoans 

Promotion of crafts and tiny tradHtonal 
industries has been an oft repeated abjective 
in the post-independen c e period. A number 
of manufacturing activities, that are labour¬ 


intensive. use traditional technology, and i 
yield simple product* when seen in the } 
context of the extant market demand, have i 
been termed village artisanal industries. In 
the post-independence period. H was 
envisaged that some of these activities could 
he promoted with a view lo generate 
employment, since the capital goods 
investment was not expected to create much 
of it. The total production of the village 
industries (Vis) sector in 1992-93 was about 
Rs 29 billion, and the employment, about 
five million persons. Its expon was ol the 
order ot Rs 80 million (KVIC 1993). 

The Vis have been facing stiff competition 
from the modem manufacturing sector Thar 
survival has been ascertained only because. 

(a) there was partial state support, tb) some 
of the products in the sector enjoy a •’lace 
in the highly volatile fashion markets, and 
(c) some products could be marketed m 
places where the large-scale sector products 
did not make an entry owing to the wide 
geographic spread ol village habitats Since 
the mid -late 80s when the modern industrial 
sector began to expand rapidly. the Vis have 
faced a difficult tunc. It is estmused that at 
least half a million hand loom weavers have 
been nut of job and the earnings of village 
artisans have not risen beyond subsistence 
for several years | NCRL I990| In the 90s. 
when the sire ol the modem sector is rising 
even faster, its penetration into the runt 
markets is becoming increasingly viable, 
and Us products are replacing those of Vis. 

The problem is compounded by the credit 
squeeze and subsidy reduction laced by the 
Vis due lo the financial sector reforms. 

Some small sector producers were 
interviewed (in peninsular India) for 
understanding their specific problems. 
Almost all reported that there was lack of 
'level play' between the modem sector and 
them tor reasons pertaining to lack of 
infrastructure, credit, quality control, 
investment, and market access. The 
investment in the VI sector throughout the 
post-independence period never exceeded 
one per cent of the total Five- Yew Pina 
outlays, and this figure went down lo 0.46 
in the early 90s |Smgh |994| 

The khndi sector* employs ahum I 4 
million persons ion full and pan time basts I 
11992-93 figuresi and provides supple¬ 
mentary income to rural households. The 
emergence ot synthetic y»m has reduced the 
demand for khndi weaving Even m sprotnng 
the finer varieties (30 counts and above) 
have become the donum of the miIV 
pnwertoom sector Efforts lo make polyester 
blend khadi are stow and limited In the late 
e i g h t ies and nineties raw cnoonfyam was 
exported m large quantities This rapnfty 
raised their price The mill sector was aMr 
to bay large inventories and raise the prior 
of their yam and doth The khndi prodactn 
woe not Me » mwe a d equa t e tends tm 
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vefitery and were not able (a raise-price 1 
nee the demand fortheirproducti it highly 
eittc. Thii sector has 50-80 per cent of 
i institutions defunct for want of funds 
id technical assistance (Business Times, 
iril 6, 1994). Funds released for capital’ 
tpenditure are grossly inadequate, with the 
suit that several centres have used up to 
ilfof their workingcapitai for infrastructure, 
lie effect: the targeted production is not 
thieved. The avenge earnings of a khadi 
orker have reduced to Rs 8 to R* 12 a day. 
A pulse processing unit in the VI setup 
insists of two stone blades which grind and 
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with major Indian companies. In this ft* 30 
billion industry the small producers have a 
less than 10 per cent share. Snull-fcale 
manufacturers of soap use exothermic hem 
generated by reaction of caustic soda with 
organic fatty adds in place ofextemal sources 
of energy. They are therefore energy saving. 
There are about 5,000 such units catering 
to the needs of the weaker sections of the 
society, inexpensive laundries and 
washermen. About 250 thousand people are 
employed in this industry, which, besides 
soap, also manufactures several by-products 


Witt Mi It increasingly difficult» compete 
Whh tha large and multinational coa ipan i cs , 
in costs, quality and market reach. With the 
restrictions on the scale of production 
released, most big producers are choosing 
to produce at larger scales, so as to atiow 
them to feed almost every segment of the 
market. For example, with the merger of 
TOMCO and Levers, the combine will he 
able to produce soaps for each segment of 
the market, and there may be little place for 
others. The Association representative felt 
that in the future except products which did 
not enjoy economies of scale, ail others 


dish the pulse. The source of energy is used in the cosmetic industry. Till 1994 the would be manufactured in large factories, 

anual. Such a unit, in the small scale, is ’non-power using' soap and detergent The small firms will have to play the role 

>le to process about 25-100 kg of pulses manufacturers had been exempt from excise ol ancillanes and service umt*. 

day. The targe units have a much higher duty. Henceforth a 10 percent excise duty Even in this role there are restncltons 
roduciivity. The (imputed) cost of has been imposed on them which brings With the introduction of computerised 

ocessing a kilogram in a VI unit is about them at par with the large manufacturers, numerically controlled (CNC) machines and 

s 0.30. compared to Rs 0.10 in a large one. says a representative of the Association of flexible manufacturing systems <FMS>. the 

osts become comparable only when the Small'Soap Producers (Business Times, precision in. say. the high technology 

imings of the VI workers (mostly self March 8. 1994). Unlike Hindustan Lever machine-toolindustryfiiuybeinsmrieothen 


npioyed) ait imputed at less than the 
ibsistence rates. This is possible in cases 
here this VI activity is a secondary 
xupation: which is not always the situation. 
jt a long limel the VI type units thrived 
cause they processed only for people living 
small hamlets. Now, with the emergence 
f rapid transport (vehicles of light 
immercial type, manufactured in the country 
nee the 80s) the market (procurement and 
ocessing) is controlled by some who own 
cse vehicles and the large power driven 
■its. The cottage sector is virtually extinct. 
The south and east parts of rural 
laharashtra have rich black cotton soil 
hich is ideal tor sunflower/safflower 
oduction. Under Ihc VI sector, a number 
oil extraction units had been set up 
irlier. which were essentially in the small 
ale, using bullocksor small electric motors 
>-7 horsepower) for energy The edible oil 
lortagc in the 80s resulted in major 
centives to grow oilseeds on a large scale. 


(the biggest multinational in the business) 
that has raised the prices of its soaps five 
times since 194(1. the smaller ones have not 
been able to raise their prices to any 
significant extent, lest their market share 
falls. The profitability, as a result, has come 
down to 2.5 per cent on sales. Competition 
trom the large sect or and the new lax threaten 
to rapidly make (his sector financially 
unviable, says the Association spokesman. 

These short case studies illustrate how the 
open market polices have exposed in VI 
sector to unequal competition, since these 
have had inadequate research and 
development, low infrastructure, inadequate 
marketing facilities and lack of credit access. 
Many units face closure due lo which 
unemployment may rise, 

Moouoj Small Imhjstxks 

Modern small-scale manufacturing 
industries, as per (he present definition, arc 
units which havea fixed capital not exceeding 


too) has visibly risen. Many major units 
prefer to install manufacturing facilities in- 
hnusc for the sake of this precision rather 
than resort to a putting out system. II the 
small-scale industry is not equipped with 
such high precision technology, it may not 
he able to act as a successful ancillary 
fAnnavajhula 1993). 

A further problem slated was non-avari¬ 
ability of skilled labour High technology 
firms require highly skilled personnel, which 
are not so easily available lo small firms, 
due to thetr incapacity to pay. and limited 
upward mobility offered by them lo the 
workers. The relatively larger firms in the 
small sector - say those having fixed capital 
of Rs 5 million upwards - are able to attract 
skilled manpower, others find it difficult. 
Thus, with the proposed restructuring when 
anctllari sat ion takes lull shape, the relatively 
large units fin the small-scale category) would 
have better chance of survival on thiscouM. 
compared to the relatively smaller ones, la 


allowing the success of the technology Rs 6.5 million (7.5 million in the case of essence, in a country of high illiteracy aad 

fission on oilseeds, the need to vertically ancillares). As per (he 1988 Census, there overall low skills, die rent on high skills » 

tegratc the agro-industrial linkage saw the were a total uf about one million such units too high for the small units to afford. This 

nergence of large sired oil expellcrv which in (he country, employing about 3.7million discussion refers to the industry in general, 

tplied oil to large companies (many in the workers. Thetr total production stood at Observation* made in some specific modern 

lultinational sector), which further about Rs430hilli«n. An average (working) small firms, as observed from select case 

occssed. packed and sold the oil under unit had a plant and machinery sire of studies, are discussed below: 

eir brand names The large-scale sector has about Rs 150 thousand, produced about „ „ 

Sgun to produce edible oils, priced Jts 700 thousand rupees worth of merchan- (a) Computer Manufacturing 

(Terentiy for different sections ol the dise per year, and employed about 6 workers. This is a relatively new industry in India- 

•ciety. The by-product - oil meal cakes In the new economic policy reservations the first manufacturing umt was set up m 
ted «nf cattle feed - it a major export item are gone which exposes small units to the mid-70s. In the curl>.90*. the cxtmpuwr 

or India, which sold for over Rs IS billion competition.Crediiisnotsueasilyavailahie; hardware industry li/mwqa about Rs 12 

. the international markets, in 1992-93 and transfer of foreign technology is not billion, out of which moot Rs MX) irathon 

'MIE 19931. The capacity or perhaps the easy (o them compared lo the large ones (S per cent) was conMpj fhi by the small 

xd for small-scale expeltera is now ISandeshva 1991). A talk with a repre* producers. India dofiTtNM possess the 

ttremeiy limited: perhaps only fur seif tentative of an Association of Small commercial technical 'Tfsfssstiie to make 

resumption of the relatively poorer industries brought forth a tew issues that mtegnucdcwuitst which are fitted on mother 

msumers in remote village settings. related to the small industry activities. First, hoards), disk drives or memory chips. These 
The control of the MNCs on the with the opening up of all markets to all parts, which are imported, constitute up to 
anufacture of xoap* u and dat atgen t s baa types of producers, the small industrialists 60 per cent at the value of the c um pu we - 
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The rest, namely, the monitor, iliiry board, 
power supply unit, etc, are manufactured 
locally. The manufacturers - big or small - 
put them together according to a predeter¬ 
mined design. 

Most larger manufacturers have either 
entered into collaboration with foreign 
companies like Olivetti, Dell or Hewlett 
Packard, or have opted for outright purchase 
of electronic designs from overseas 
companies. The smaller ones import ready¬ 
made mother boards. The rest is little more 
than screwdriver technology, lor both, the 
small and large. The price tag on machines 
manufactured by the small operators is less 
by about 20-30 per cent. 

The product market reflects a clear 
segmentation: all government, big industry 
(private and public), and major commercial 
organisations, purchase ‘brand names' f mm 
the larger manufacturers; while individual 
professionals or small commercial com¬ 
panies buy from the smaller ones. One of the 
reasons why small producers fail in carving 
a larger market fur themselves, is their 
incapacity to compete against large tenders 
or deposit large sums of earnest money. 
Others relate to the range of their produce 
(they are ahle to set up only PC models), lack 
of advertising/marketing, and limited 
geographic limits lor supply (and service). 

Earlier to 1991. the smaller units enjoyed 
a Hat rate of depreciation allowance of 25 
per cent. This has now been cut: they gel 
25 per cent for the April-Sepicmbcr period, 
and only 15 per cent for the Octohcr-March 
period. Next, the excise duty Tor units with 
sales up lo Rs 1.5 million, was nil earlier. 
Now there is a 15 per cent ad valorem duty 
for all. With these additional taxes (he small 
manufacturers' marginofprolithasrcduccd. 
To offset the scale disadvantage, they try 
keep wages low. Asa result they are not able 
lo employ qualified workers, and their after 
sales services are poor. This further narrows 
their market."' 

Oneofthewavsdevisedhysome 'traders’ 
has been to smuggle parts from overseas and 
sell them in the 'gray’ market. These are 
cheap because m> duty is paid on them, hut 
arc illegal. In a bid In survive, the smaller 
'makers huy goods from the gray market and 
sell unmarked computers against cash 
payment and give no receipts. This kepi up 
their margins - even though illegally - tor 
some time. 

In the 1994-95 budget, the customs duty 
on computer components were slashed so 
as to reduce smuggling. The excise taxes 
have however not been reduced. As a result, 
while (he gray market will shrink, the small 
producers will have to lace stiller 
competition. 

(b) Leather Garments 

Leather and leather goods, is a Rs M) 
billion industry m India (1992-93 data sec 


50 


CMIE1993). About 40 per cent of the product 
is exported, which makes it a major export 
earner. Most leather goods manufacturers 
are in (he small scale, scattered across centres 
in Tamil Nadu, Uttar PrudesH, and Andhra 
Pradesh. The tanneries which supply high 
quality processed leather are mainly 
concentrated in Madras though there arc 
other centers too. The leather goods exporters 
principally rely on the tanneries in Madras 
[CLRI I990|. 

A group of small-scale leather manu¬ 
facturers and exporters (gross sales ubout Rs 
3-5 million each per annum) was interviewed 
in detail. They stated that the buyers (from 
overxeus)alwayscompare Indian goods with 
those Irom China. The Chinese use cutting 
and stitching machines which are at least 20 
to 30 per cent more efficient than theirs. Tite 
break downs loo in them arc less, in 
comparison to Indian-made machines. These 
(German and Japanese made) machines are 
not so easily accessible to the small and tiny 
producers here. Since the Chinese set the 
standards and prices, the Indians have to 
follow. Due to this, the rate ol tciurn oil their 
efforts is low. This (technical) problem is 
compounded by the luct that skilled labour 
is difficult lor the small and tiny sector to 
retain. In reality, the small and tiny units 
have become iratmng grounds lor the fresh 
workers who ultimately join larger ones lor 
more steady jobs. 

Small-sector units, even if they arcexpon- 
oriented. are not favoured by banks and 
financial institutions lor credit. These 
institutions look at conventional ratios and 
size of capital to judge the extent of 
creditworthiness of the borrowers. Since 
these arc not always satisfied, the credit at 
times is delayed by up to a year. Letters ol 
credit are not honoured hy hanks at home, 
thus denying working capital to these units. 
The informal market interest rates arc as 
high as 30-40 per cent, which eat into the 
profit margins. International hanks and 
financial institutions too. do noi encourage 
small and tiny firms to avail of I heir services. 
Raising equity in foreign markets is a distant 
dream. 

International marketing is not easy, 
certainly not for small firms. They have to 
go through intermediaries which provide 
brand names - at times more than one - and 
the units artflfcmred to manufacture under 
their trademark. Considerable value added 
is taken away by the intermediaries since the 
cost ot marketing (advertising, etc) cannot 
be home by the small firms. 

The raw material required for production 
of leather garments is refined leather, which 
tscontrolledhy a few (Madras-bused (dealers. 
These dealers find it cumbersome and 
expensive to deal with a large number of 
small users. They prefer to trade with a few 
large users. Access to dealers hy the small 
manufacturers has been identified as a major 


fioiittniat. At ^nwa, th6y hkvb togo vie a 
few regional totermeditries *rid pay more: 
and at others, run uptheirinventories beyond 
their needs. There are mtjor constraining 
factors. 

Leather being an export product, the small 
and tiny producers feel that they should be 
provided with incentives such as tax reliefs, 
and .stalls to advertise their products in 
international trade fairs. These facilities, at 
present, are not provided to them. They 
further complained that the import-export 
process is bothersome and requires too much 
paperwork. If the procedures are simplified, 
their administrative cost would reduce. 
Lastly, it was stated that little research is 
done to meet the R and D needs of the small 
firms. There is emphasis on haste research 
and not on the problems of small units. 

(c) Readymade Garments 

Readymade cotton garments export is 
perhaps the largest net foreign exchange 
earner (Rs 70 billion in 1992-93). There are 
large factories which use power driven 
machinery to produce standard garments 
mainly for the domestic market. Next, there 
are a large number of tai luring and t nbncalion 
units that are (in most cases) sub-contracfees 
of marketing enterprises. Exports mainly 
originate from the small sector. Division of 
labour is achieved by sub-contracting 
different processes to different units. The 
capital cost too is laterally spread. This 
di versification is highly cost effective in this 
(seasonal demand) industry, since both, 
capital and labour are cheaply available and 
cun he seasonally activated |Chattcijce and 
Mohan 1993). 

Export of garments is subjccl to the Multi- 
Fibcr Agreement (MFA). according to which 
each country is permitted to export, to the 
US and EEC region, subject to certain quota 
restrictions. The destinations of over 70 per 
cent Indian garment exports are in the US 
and EEC countries, because ol which an 
Apparel Export Promotion Council has been 
set up to distribute this quota among different 
exporters. There are over 10.000 units 
registered with this Council. Only about 
250-odd are manufacturers: the others arc 
merchant-exporters that access the produce. 
from the small fabricating units. 

An interview with a lew Maharashtra- 
based small stitching and fabricating unit* 
revealed that apart from Mime common 
problems of non-availability of credit from 
institutional sources,probleimof marketing, 
and high labour retaining costs, (here were 
some industry-specific problems arising 
from the new economic policy. There are 
discussed here. 

Most of the trimming equipment is 
imported, and subject to high customs duty 
in spile of being employed in 100 per cent 
Export Oriented Unit*. There is u provision 
forpart-rcfundofthcdutyonccitis ‘proved’ 
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v Lastly, the export subsidy. wMchtbey gut 
ibur tatc racy he re is there than earlier, has been withdrawn, «a pan of die 


b o th ersome for the owner-managers. Next, 
it needt mention that the Indian made 
Hitching machine* ate only hair as efficient 
(2,000 stitches per minute) compared to the 
imported ones. Imports are permitted but 
concessional custom* duty is allowed only 
if the exporters are able to increase exports, 
equivalent to four times the cif value of the 
imported machine, within a period of 5 yean. 
This implies that the annual net exports to 
capital ratio, be about 0.80. One exporter 
calculated that, this policy, if applied to his 
unit, would imply that he would have to raise 
his exports by three limes the current value 
within a period of six months. Non¬ 
availability of the latest technology shows 
up in the unit value realisation too: countries 
in the Far East earn 30-70 per cent higher 
for the same volume of garment merchandise. 

The problem in quality indicated here 
emerges from the non-availability of fabric 
too at appropriate prices. Industry sources 
say that 60-70 per cent of the major yam 
counts used for garments are being exported. 
As such it is alleged thru about a third of 
the ISO odd million kgs. of yam produced 
in the country is not of export quality ; and 
yet yam export is unabated. Since December 
1993 till March 1994, the price of yam (of 
the 20s and 30s count range) rose by about 
30-60 per cent, and of fabrics, by about 30- 
40 per cent (Business Times, March 24. 
1994). With the export marker being highly 
quality conscious and price elastic, the small 
xoducers are finding it hard to balance 
between quality and profit margins. 

It was mentioned earlier that apparel 
.xoducers are subject to MFA, due to which 
quotas are distributed to exporters. Prior to 
1991, this was distributed according lo 
volume and price, but later, with a view to 
attain maximum unit value oui of every 
exported piece, a past performance 
entitlement (PPE) was stipulated. This 
requires that quotas would be given, based 
on the past performance (three to four years) 
of a company. The quotas would be valid 
for six months. They can be freely transferred 
y the quota Holden. In principle the PPE 
obey is sound, but in practice, (a) there is 
an emergence of‘black market' forthe quotas 
in which the relatively well established units 
sell portions of their quota to others; and (b) 
new entrants find no way to enter the market 
other than through the black market route. 

There were a number of administrative 
difficulties too quoted, all of which raised 
die unit cost of manufacture. First, most 
exporters require advance licenses forimport. 
These ate Issued in New Delhi, said it is 
expedtedth* producers fo to New Delhi for 
meuring these. Next, merchandise clearance 
st pons, and the Involved paper work; take 
up to two months m the Bombay port 
compared to a few boors in, say, Singapore. 


IMF conditionalities. ' 

I ii essence, the garment exporters said that 
these problems may not permit them to 
maintain their 20plus percent export growth, 
as in the recent years. 

(d) Mini Cement Plants 

The Indian cement industry is worth about 
Rs 40 billion (1990-91 figures). Most units 
are established at limestone pit heads, as 
typical to a weight losing industry. The 
process of manufacture entails mixing 
crushed limestone and clay in a rotatory kiln 
to obtain granular clinker, which is then 
powdered and refined to make portland 
cement. Nearly all manufacture takes place 
in large units of over one million tonnes 
capacity each per annum. The fuel used for 
fusion is coal and electric power. 

Cement has also been manufactured by 
smaller units (up to 10,000 tonnes per year) 
using vertical shaft kilns in place of rotaiory 
ones, which bum coke dust as fuel. This 
technology wasconcet ved when it was found 
that steel plants generated a lot of coke dust 
as a by-product, which otherwi sc went waste. 
These (mini) plants are able to produce most 
grades of cement (e g. 33.43. and even S3) 
depending on the availability of raw 
materials. An interesting comparison 
between one large, and 100 small units esta¬ 
blished in a cluster, was presented by a small 
mill owner. The summary data arc as below. 

This table shows that for most grades of 
cement, small units have a fixed cost and 
energy advantage, and they provide more 
employment. Next, a vertical shaft kiln can 
be fabricated on the spot while a rotaiory 
kiln requires manufacture in large factories. 
There are several such mini cement plants 
in operation in China. 

One of the main problems in the recent 
years has been non-availability and high 
pnee of coke dust. This product, till recently 
a waste, was sold at Rs 200 per tonne in 1986 
to the mini cement plants. By 1993. us price 
rote to Rs 1,500. Even af this price the 
material is difficult to obtain. The small 
units can match the prices of the larger 
manufacturers it the coke dust cost does not 
exceed Rs 300 per tome (1993 prices I It 
needs mention that coal, winch is used by 
the bigger factories, still sells at Rs 600 per 
tonne (up from Rs 130). Many mint cement 
operators have truncated their operations 
due to the price of coke dust: they now buy 


clinker from the Mggetfactorkk. process it 
into cement, add seit it. 

. la early 199* an excise duty of Rs 12 per ) 

<30 kg) bag was imposed on production 
from mini cement plants. This has further 
eroded the margins of these units. Several 
of them are shutting down. At another level, 
the mini plant operators said that in a w **t 
losing industry like cement, if a muni 
units are located in a neighborhood. nulwa>s 
can effectively be used fur transporting in 
limestone and transporting out cement on a 
cost effective basis. At present tbc plants are 
scattered at distant locations. As a result they 
are forced to use road transport which is 
three times more expensive than rail. 

Lastly, in a market economy, the b u y er s - 
who tn most cases are large distributors or 
users prefer to obtain uninterrupted supplies 
at minimum administrative cost. As in other 
cases, they prefer to negotiate with a single 
large unit (or be appointed agent of. as is 
the industry terminology) rather than be 
market agents for small firms. A similar argu¬ 
ment applies to input supplies from Nmestone 
quarries. A mim ptam owner dated dm smaft 
firms did not require subsidies or protection: 
what they needed was innovative planning 
and implementation at the macro level. 

<e) Rubber Products Manufacture 

The rubber industry, which mainly caters 
to the lyre and lube requirements (up lo 73 
per cent), also has a fourth of it producing 
a range of items like fan belts, household 
appliances, surgical equipment, packings, 
etc. The tyre industry it hilly in the large 
scale, but the latter are produced by both, 
small and larger units. There is some export 
of rubber products, bur h does not future 
as s major foreign exc h ange earner. 

Most natural rubber products face stiff 
competition from synthetics. The latter are 
cheaper and can be used with higher 
versatility. Till February 1994 there was 
some rax exemption enjoyed by the small 
and tiny manufacturers on inputs. Since then 
it has been withdrawn. In this context a plea 
cm behalf of 7.000 small and tmy rubber 
units, was published in a leadmg newspaper 
<7V Times of India, April 4. 1994). 

Three small manufacture rs were 
interviewed. Then untu make fan belts and 
some other acc es sories for au tomobiles The 
owners said (hat smalt robber units are not 
getting any market direction after level ,f 
playing* with the larger units and * 
wtcn M lMB ^ coiiytM Hcs haftfacciicgiafefalBdi. 
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5 The rent, namely, the monitor, keyboard, 
power supply unit, etc. arc manufactured 
locally. The manufacturers - big or small - 
put them together according to a predeter¬ 
mined design. 

Most larger manufacturers have either 
entered into collaboration with foreign 
companies like Olivetti, Dell or Hewlett 
Packard, or have opted lor outright purchase 
of electronic designs from overseas 
companies. The smaller ones import ready¬ 
made mother boards. The rest is little more 
than screwdriver technology, for both, the 
small and large. The price tag on machines 
manufactured by the small operators is less 
by about 20-30 per cent. 

The product market reflects a clear 
segmentation: all government, btg industry 
(private and public), and major commercial 
organisations, purchase 'brand names' f rom 
the larger manufacturers: while individual 
professionals or small commercial com- 
. panies buy from the smaller ones. One of the 
reasons why small producers fail in carving 
a larger market for themselves, is their 
incapacity to compete against large tenders 
or deposit large sums of earnest money. 
Others relate to the range of their produce 
(they are able to set up only PC models), lack 
of advertising/markeiing. and limited 
geographic limits for supply (and service). 

Earlier to 1991. the smaller units enjoyed 
a flat rate of depreciation allowance of 25 
per cent. This has now been cut: they get 
25 per cent for the Aprii-Septcmhcr period, 
and only 15 per cent for the Octobcr-March 
period. Next, the excise duty for units with 
sales up to Rs 1.5 million, was nil earlier. 
Now there is a 15 per cent ad valorem duty 
for all. With these additional taxes the small 
manufacturers' margin of profit has reduced. 
To offset the scale disadvantage, they try 
keep wages low. As a result they are not able 
to employ qualified workers, and their after 
sales services are poor. This further narrows 
their market. 1 " 

One of the ways devised by some traders’ 
has been to smuggle parts from overseas and 
sell them in the ‘gray’ market. These are 
cheap because no duty is paid on them, hut 
are illegal. In a bid to survive, the smaller 
‘makers buy goods from (he gray market and 
sell unmarked computers against cash 
payment and give no receipts. This kepi up 
their margins - even though illegally - tor 
some time. 

In the 1994-95 budget, the customs duty 
on computer components were slashed so 
as to reduce smuggling. The excise (axes 
have however not been reduced. As a result 
while the gray market will shrink, the small 
producers will have to face stiller 
competition. 

fb) Leather Garments 

Leather and leather goods, w a Rs 60 
billion industry in India 11992-93 data see 
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fCMIE 19931. About 40per eenlof the product 
Tis exported, which makes it a major export 
’earner. Most leather goods manufacturers 
are in the small scale, scattered across centres 
in Tamil Nadu. Uttar Pradesh*, and Andhra 
Pradesh. The tanneries which supply high 
quality processed leather are mainly 
concentrated in Madras though there arc 
other centers too. The leather goods exporters 
principally rely on the tanneries in Madras 
ICLRI I990|. 

A group of small-scale leather manu¬ 
facturers and exporters (gross sales about Rs 
3-5 million each per annum) was interviewed 
in detail. They stated that the buyers (from 
overseas) always compare 1 ndian goods with 
those I mm China. The Chinese use culling 
and siitching machines which arc at least 20 
to 30percent more efficient than theirs. Tnc 
break downs too in them arc less, in 
comparison lo Indian-made machines. Tltcsc 
(German and Japanese made) machines arc 
not so easily accessible to the small and tiny 
producers here. Since the Chinese set the 
standards and prices, the Indians have to 
follow. Due to this, (he rale ol return on their 
clforts is low. This (technical) problem is 
compounded by the fact that skilled labour 
is difficult tor the small and liny sector to 
retain. In reality, the small and liny units 
have become training grounds lor the fresh 
workers who ultimately join larger ones for 
more steady jobs. 

Small-scctor units, even if they areexport- 
oriented. are not favoured by banks and 
financial institutions for credit. These 
institutions look at conventional ratios and 
si/e of capital to judge the extent of 
creditworthiness of the borrowers. Since 
these are not always satisfied, the credit at 
times is delayed by up to a year. Letters of 
credit are not honoured by banks at home, 
thus denying working capital lo these units. 
The informal market interest rales arc as 
high as 30-40 per cent, which eal into the 
profit margins. International hanks and 
financial institutions too. do not encourage 
small and tiny firms lo avail ot I heir services. 
Raising equity in foreign markets is a distant 
dream. 

International marketing is not easy, 
certainly not for small firms. They have to 
go through intermediaries which provide 
brand names - at limes more than one - and 
the units aftfBtpJircd to manufacture under 
(heir irad&nwk. Considerable value added 
is taken away by the t ntcrmcdiancs sihee the 
cost of marketing (advertising, etc) cannot 
be borne by Ibc small firms. 

The raw material required for production 
of leather garments is refined leather, which 
is control led by a few (Madras-based) dealers. 
These dealers find it cumbersome and 
expensive to deal with a large number of 
small users. They prefer to trade with a few 
large users. Access to dealers by the small 
manufacturers has been identified us a major 


constraint. At (imes, (hey have to go via * 
few regional Intermediaries and pay more: 
and at others, run up theirinventories beyond 
their needs. These are major constraining 
factors. 

Leather being an export product the small 
and tiny producers feel that they should be 
provided with incentives such as tax reliefs, 
and stalls to advertise their products in 
international trade lairs. These facilities, at 
present, are not provided to (hem. They 
further complained that the import-export 
process is bothersome and requires too much 
paperwork. If the procedures are simplified, 
their administrative cost would reduce. 
Lastly, it was stated that little research is 
done to meet the R and D needs of the small 
firms. There is emphasis on basic research 
and not on the problems ol small units. 

(e) Readymade Garments 

Readymade cotton garments export is 
perhaps the largest net foreign exchange 
earner (Rs 70 billion in 1992-93). There are 
large factories which use power driven 
machinery to produce standard garments 
mainly for the domestic market. Next. there 
are a large number of tai lonng and fabrication 
units that are (in most cases) sub-contracfees 
of marketing enterprises. Exports mainly 
originate from the small sector. Division of 
labour is achieved by sub-contracting 
different processes to different units. The 
capital cost loo is laterally spread. This 
diversification is highly cost effective in this 
(seasonal demand) industry, since both, 
capital and labour are cheaply available and 
can he seasonally activated |Chalterjce and 
Mohan I993|. 

Export of garments is subject to the Multi- 
Fiber Agreement (MFA). according to which 
each country is permitted to export, to the 
US and EEC region, subject to certain quota 
restrictions. The desnnations of over 70 per 
cent Indian garment exports arc in the US 
and EEC countries, because of which an 
Apparel Export Promotion Council has been 
set up to distribute this quota among different 
exporters. There arc over 10.000 units 
registered with this Council Only about 
250-odd arc manufacturers: the others arc 
merchant-exporters (hat access the produce 
from the small fabricating units. 

An interview with a few Maharashtra- 
based small stitching and fabricating units 
revealed that apart from some common 
problems of non-availability of credit from 
institutional sources, problems of marketing, 
and high labour retaining costs, there were 
some industry-specific problems arising 
from the new economic policy. These art 
discussed here. 

Most of the trimming equipment is 
imported, and subject to high customs duty 
in spite of being employed in 100 per cent 
Export Oriented Units There is a provision 
for part-refund of (he duty once it is ‘proved* 
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xitpoaiuuTW bureaucracy here is more than 
bothersome fat the owner-managers. Next, 
it needs mention that the Indian made 
stitching machines are only half as efficient 
(2,000 stitches per minute) compared to the 
imported ones, imports are permitted but 
concessional customs duty is allowed only 
if the exporters are able to increase exports, 
equivalent to four times the cif value of the 
imported machine, within a period of 5 years. 
This implies that the annual net exports to 
capital ratio, be about 0.80. One exporter 
calculated that, this policy, if applied to his 
unit would imply that he would have to raise 
his exports by three times the current value 
within a period of six months. Non¬ 
availability of the latest technology shows 
up in the unit value realisation too: countries 
in the Far East earn 30-70 per cent higher 
for the same volume of garment merchandise. 

The problem in quality indicated here 
emerges from the non-availability of fabric 
too at appropriate prices. Industry sources 
say that 60-70 per cent of the major yam 
counts used for garments are being exported. 
As such it is alleged that about a third of 
the 150 odd million kgs. of yam produced 
in the country is not of export quality; and 
yet yam export is unabated. Since December 
1993 till March 1994, the price of yam (of 
the 20s and 30s count range) rose by about 
50-60 per cent, and of fabrics, by about 30- 
40 per cent (Business Times. March 24. 
1994). With the export market being highly 
quality conscious and price elastic, the small 
producers are finding it hard to balance 
between quality and profit margins. 

It was mentioned earlier that apparel 
producers are subject to MFA. due to which 
quotas are distributed to exporters. Prior to 
1991, this was distributed according to 
volume and price, but later, with a view to 
attain maximum unit value out of every 
exported piece, a past performance 
entitlement (PPE) was stipulated. This 
requires that quotas would be given, based 
on the past performance (three to four years) 
of a company. The quotas would be valid 
for six months. They can be freely transferred 
by the quota holders. In principle the PPE 
policy is sound, but in practice, (a) there is 
an emergence of'black market'for the quotas 
in which the relatively well established units 
sell portions of their quota to others; and (b) 
new entrants find no way to enter the market 
other than through the black market route. 

There were a number of administrative 
difficulties too quoted, all of which raised 
the unit cost of manufacture. First, most 
e xp orters require adrancc licenses for import. 
These are issued in New Delhi, and it is 
expected that producers go to New Delhi for 
mewing these. Next, metchandiseclearance 
at ports, and the Involved paper work; take 
up to .two months in the Bombay port 
compared to a few hours in, say. Singapore. 


Utitty* the export subsidy, which they got 
earlier; ha* been withdrawn, as part of the 
IMF conditionalities. 

In esaence, the garment exporters said that 
these problems may not permit them to 
maintain their 20 plus per cent export growth, 
as in the recent years. 

(d) Mini Cement Plants 

The Indian cement industry is worth about 
Rs 40 billion (1990-91 figures). Most units 
are established at limestone pit heads, as 
typical to a weight losing industry. The 
process of manufacture entails mixing 
crushed limestone and clay in a rotatory kiln 
to obtain granular clinker, which is then 
powdered and refined to make portland 
cement. Nearly all manufacture takes place 
in large units of ova one million tonnes 
capacity each per annum. The fuel used for 
fusion is coal and electric power. 

Cement has also been manufactured by 
smaller units (up to 10.000 tonnes per year) 
using vertical shaft kilns in place of rotatory 
ones, which bum coke dust as fuel. This 
technology was conceived when it was found 
that steel plants generated a lot of coke dust 
asaby-pmduct. which otherwise went waste 
These (mini) plants are able to produce most 
grades of cement (c g, 33.45. and even 53) 
depending on the availability of raw 
materials. An interesting comparison 
between one large, and 100 small units esta¬ 
blished in a cluster, was presented by a small 
mill owner. The summary data are as below. 

This table shows that for most grades of 
cement, small units have a fixed cost and 
energy advantage, and they provide more 
employment. Next, a vertical shaft kiln can 
be fabricated on the spot while a rotatory 
kiln requires manufacture in large factories. 
There are several such mini cement plants 
in operation in China. 

One of the main problems in the recent 
years has been non-availability and high 
price ofcoke dust. This product, till recently 
a waste, was sold at Rs 200 per tonne in 1986 
to the mini cement plants. By 1993. its pnee 
rose to Rs 1,500. Even a) this price the 
materia) is difficult to obtain. The small 
units can match the prices of the larger 
manufacturers if the coke dust cost does not 
exceed Rs 500 per tonne (1993 prices). It 
needs mention that coal, which is used by 
the bigger factories, still sells at Rs 600 per 
tonne (up from Rs 150). Many mini cement 
operators have truncated their operations 
due to the price of coke dust: they now buy 


ditikcr from the bigger factories, process it 
into cement, and sell it 
. In early 1994 an excise duty oJRs I2per 
(50 kg) bag was imposed on production 
from mini cement plants. This has further 
eroded the margins of these units. Several 
of them are shutting down. At another level, 
the mini plam operators said that in a * - ** 
losing industry like cement, if a numl 
units are located in a neighborhood. raitwa> s 
can effectively be used for transporting m 
limestone and transporting out cement on a 
cost effective basis. At present the plants are 
scattered at distant locations. As a result they 
are forced to use road transport which a 
three times more expensive than rail. 

Lastly, in a market economy. the buyers - 
who in most cases are large distributors or 
users prefer to obtain uninterrupted supplies 
at minimum administrative cost. As mother 
cases, they prefer to negotiate with a single 
large unit (or be appointed age n t of, as is 
the industry terminology) rather than be 
market agents for small firms A similar argu¬ 
ment applies tomput supplies fromlimestone 
quarries. A mini plant owner gated (hat small 
firms did not require subsidies or protectioe; 
what they needed was innovative planning 
and implementation at the macro level. 

<e) Rubber Products Manufacture 

The rubber industry, which mainly eaten 
to the tyre and tube requirements tup to 75 
per cent), also has a fourth of it producing 
a range of items tike fan belts, household 
appliances, surgical equipment, packings, 
etc. The tyre industry is fully in the huge 
scale, but the latter are produced by bath, 
small and larger units. There is some export 
of robber products, but it docs not feature 
as a major foreign exchange earner 

Most natural robber products face stiff 
competition from synthetics. The Utter are 
cheaper and can be used with higher 
versatility. TUI February 1994 there was 
some tax exemption enjoyed by the small 
and tiny manufacturers on inputs. Since then 
it has been withdrawn. In this context, a plea 
on behalf of 7.000 small and uny robber 
units, was published in a leading newspaper 
(7V Tunes of Indio. April 4. 1994) 

Three small manufacturers were 
interviewed. Their utnts nuke fan belts and 
some other accessories for automobdes. The 
owners said that small robber units are not 
getting any market direction after 'tend 
playing' with the larger units and 
imcrnatiowricowyaru es hjsbecn cstabhthcd. 



Large Unit 

(One MiUiaa Tonnes/Year) 

100 SmH Unroof 

10.000 TonncsCack 

Capital coat 

Rt 2-3 Mhos 

■Rs I I 23bUbon 

unpoymoH 

300 

3.000 

Natans of employment 

High qaalitod 

Mainly acna-thUtedOtra qrehftranan 

Energy ate 

123-133 aaittftonac 

90-100 aaroAoner 

Quality 

All grades 

Mast grades 
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They also complained that competition from 
synthetics. and high taxes, have ensued an 
environment of uneconomic production. The 
only reason they survive is the ‘gray market' 
production in pans of northern India (i e. 
production for which taxes are not paid). 
They buy from there and sell in metropolitan 
cities They have essentially become traders 
rather than manufacturers. Import of machines 
that process synthetic material was ruled out 
since such machines are not manufactured 
for small scale production. Small scale rubber 
manufacturer according to them, is a dying 
proposition under the present market 
conditions. These case studies reveal that the 
small producers is none too happy after the 
implementation of the SAP. While not all 
of their problems can be attributed to the said 
programme, some certainly can. 

Concluding Observations 

The small scale sector, with its limited 
productivity and elementary technology, 
produces a substantial quantity of production 
and provides an even larger proportion of 
employment. The case studies data show 
that the units in this sector have uniformly 
been affected by the new policies on one 
count or the other. 

The present policies are oblivious to the 
problems of small farmers and other primary 
sector producers, particularly in the semiarid 
regions. While high value added pro-duction 
for export from the already well endowed 
areas cannot be avoided, concerns of local 
food security are equally as vital for most 
other parts of the country. It has been 
established that marginal lands and small 
farmers can be viable economic propositions 
in the presence of infrastructural facilities, 
appropriate technologies and suitable social 
organisation fILEIA 1992). There is need 
fora great deal of effort to set up all these. The 
same argument applies to other primary 
sectors. 

Arguments relating to natural products 
such as fish are more complex since there 
is an added dimension of ecological 
degradation. The case for state intervention 
is much larger here. The problems of small 
producers in the artisan and small industries 
sectors relate to markets (of both factors and 
products), technology access, credit and 
quality manpower. These problems are 
endemic because the big and the small will 
always be unequal in the market as long as 
they'compete. Forms of complementarity 
will therefore have to be envisaged if the 
small scale sector is to survive. A few 
pertinent elements are stated here: 

(I) The place of some small industries as 
ancillaries can be ascertained through 
technological strengthening. The problem 
of access to and assimilation of newer 
technologies can perhaps be approached by 
institutional arrangements on the one hand 
and infrastructural development on the other. 


<2> Neat, within (he modern industrial 
system mrtHTstmduttriaHsed countries, small 
enterprises are extensively engaged in the 
services sector. In India there are far too 
many small units manufacturing products 
which are in competition with large scale 
production. Some of them need transition 
to the services sector. It is a recognised fact 
that mosi scrvicescan effectively be delivered 
by the small operators. 

(3) Lastly, the credit and finance 
institutions, other things given equal, can 
afford not to have dual policies for small and 
large sectors. 

SAP has been successful in countries 
which have had flexibility for change: like 
developed infrastructure, substantial human 
endowment, ready access to technology, 
food security, etc (eg. South Korea. 
Australia). It follows that small producers 
can be partners if the conditions for 
economic flexibility are achieved and level 
play conditions established. 

Notes 

(A larger version of this paper was presented at 
an ITDG seminar held in Cnlombo in June 1904 
The authors would like to thank the ITDG for 
financial ussislunee. Co-operation extended by 
different small industry associations and 
individual producers was most helpful. J Kunan. 
S Joglekar and S Narwadc. helped in the 
preparation of this paper in different capacities ] 

1 Most case studies here are done on an ml hoc 
basis. For example, no sampling exercises, 
etc. have been under taken Effort has 
however been made to keep a broad, sector 
specific representation 

2 The modem biotechnology products promote 
mono-cropping, as well os high resource 
intensity. The ecological impact of these could 
be quite high, according tu some experts. 

3 My conversation with Radhaknshna 
(Hyderahad)and Shonthil Madras), have been 
very useful in this context. 

4 Informed sources say that such a situation 
prevails in many irrigation projects in the 
country. 

5 In a recent event, a sericulture project, meant 
for the weaker sections of the society in the 
rural areas, was refused funding by bonks on 
the grounds that poverty schemes were on low 
priority, even though this project was a sound 
bankable proposition. The first author of this 
paper was involved with project 

6 Wc are grateful in John Kurien and M Dewy 
for introducing to us the different facets of 
the fish economy in India. This section 
liberally draws upon Kurien (1993). 

7 Till recently, when the licensing systentwiu 
still prevalent, permission to espand 
production beyond a size was not given to 
the large scale sector. The units, in turn, did 
not find it economically feasible to expand 
marketing beyond the urban areas when their 
production bare was limited. 

H All the data in this section are drawn from, 
business journals, official sources, and case 
respondents. 

9 Cottage soaps ore manufactured in both, rural 
and urban areas. Not all units come under the 


VI sootot' The production and emptoymeru 
figures given oariier may indude only a part 
of the total data pertaining to cottage soap. 

10 The London-based ‘Econ omist ' (April 9- 
15,1994) too voices the excise duty irritant 
for the small computer producers in India 
(see pg 77). 
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Bureaucratisation, Corruption 

and Depoliticisation j 

? 

Changing Profile of Credit Co-operatives in Rural Haryana 

Surindvr S Jodhkii 

Rased on a field-study of three villages and three primary agricultural credit societies (PA CS) from an agriculturally 
developed district of Haryana, the article argues that the green revolution technology and the introduction of u new 
organisational structure in 1976 have brought about significant changes in the working of credit co-operatives Greater 
bureaucratisation has led to marginalisation of the elected hotly in the functioning oj the co-operative and has led 
to the alienation of its members. 


UNU KE other aspects of librarian processes, 
literature an primary agricultural credit 
societies (PACS) is. surprisingly, marked by 
u near absence of debates and dillerenccs 
among the students of the Indian agrarian 
scene. Ranging Ironi official reports to Use 
lormulations of radical scholars, there is a 
near unanimity in the literature on the subject 
to link the functioning of PACS to the 
prevailing structures of landholdings and 
power relations in the rural society.' 
Formulated in the lO.Vhand 1960s. the main 
argument of this thesis has been the suecesslul 
manipulation of PACS by the traditionally 
dominant sectionsol the village 11ns helped 
them to reproduce Ihcir dominance in the 
rural society. It also meant that the small and 
marginal landowners continued in depend 
on Ihc informal sources of credit making H 
difficult lor them to adopt new technology 
or benefit I mm developmental programmes. 
Consequently, the PACS. rather than 
bridging the gaps, have tn fail widened the 
differences between the rich and the poor 
in the rural society. 

This thesis has been best summarised by 
Ronald i Herring: 

The prevailing system of lund tenures lends 
Ui be reproduced as a hierarchy of dll IcrcMial 
rights to institutional credit, after preset vmg 
the very distinctions which were the core 
ol' the "iradioonar agrarian system 
.. Ihc flow ol credit lends lo lollow the lines 
of power in (he village in the case ol |>nniary 
societies: power in the village typically is 
a minor image of the Inml tenure system. 
... In summary: (I) tenants arc less likely 
than owners to be members of co-operatives: 
(2) small owners arc levs likely than large 
owners lo he members: (.1) small holders in 
co-operatives are less likely to receive loans 
and the co-operatives meet a smaller 
percentage of their lota) credit needs 
compared to large owners (1977: 121-112 
emphasis added) 

Similarly, on (he basis of his extensive 
field work in different parts nl Ihc country. 
Daniel Thnmer concluded: 

... there is nothing in the record of co¬ 
operative* to suggest that ft is the interest 
of die weak that will prevail... the evidence 
suggests that the structure of village power 


has imposed, and will continue to impose, 
ils own pallcrn ini die co-opcralivcs (1964) 
'Plough .i lot has changed in Indian 
agriculture since Thoiocr's fieldwork, there 
has been very little change in Ihc prevailing 
understanding of PACS. This can (terhaps 
be attributed to what Pandcy. in one ol his 
recent articles on the subject, has described 
as “ahistonc approach" and the "compart- 
mcniuliscdntunncT*'of understanding variini* 
aspects ol agrarian transformation (Pandev 
I994:K6?|. As he rightly argues, we need 
lo undcrsland the working of PACS in rela¬ 
tion lo the changes experienced in the related 
splieres ol agranan structure, specifically 
the successes and/or lailuics nt land reforms 
and the green revolution technology 
Rased on an intensive licld-studv of ihrcc_ 
villages and Ihc three PACS sclcticd Imm 
an agriculturally developed district of 
Haryana.' the article argues thai iIh- success 
ol the green iwolutnm technology and ihc 
iiMrodocliraiol a neworgamsaniNi.il siruclurc 
ol ihe PACS have led lo significant changes 
in ihc working ol credit vo-ojieratives 
The green revolutnm technology helped 
Ihe big. aikl Ihe very hig larmers in generate 
si/cubic surplus. They no more depended 
on PACS for slKin-ierm crop loans. Their 
surplus look care ol the short-term 
requirements. 'Itiey also had suhst aniial hank 
accounts or standing wnh 'arhlias' 
(commission jgems in ihc gram markets) 
and invested pari ol the stirplus in mm- 
agneuhural activities. For capital investment, 
such as buying a tractor, (hey oppmachcd 
the commercial hanks lor hNig-tcnn loans. 

Simultaneous bureaucratisatnm of Ihc 
PACS in the mid- I97fh shined the tie facto 
power from the managing committee and the 
elected president to the secretary, an otficial 
appointed by district co-opcrativc hanks. 
ThcotTiceot the |*re>ideni no hingor offered 
a source of |«>wer and patronage. 

These developments have led to t»> a 
withdrawal ol the dominant interests I mm 
the working ol FAC'S leading to a near 
complete 'tlqailftK-tsaiNMi' ol the Mtstttuoon. 
(it) the dcpofhtcisalian has transformed the 
institution Moa “I ypicai corrupt organisation 
of (he state government": and (iii) the FAC'S 


have gradually become a source of credtl for 
middle and small larmers and si'-’.t 'non- 
agriculturist’ members 

PACS is Sit ov Viu-Aiirs 

Generally, one PACS covers two to luur 
villages. The PACS' office is located in one 
ol these villages. - ollcn in a comparatively 
bigger village. Out ol the throe village! 
studied. PACS' oflkerv were located within 
the premises ol Ihe village I and II white 
the village III was attached lo a PACS which 
had ils olficc in a nearby village All the 
three PACS were lormcd in ihe early 195th’ 
wnh ihc initiative of the big and the medmm 
landowners. While ihe medium I aimers were 
interested in cheap credit. Ihc hig landowners 
had an eye on the membership of the 
managing committee andthe post ul president 
as a source ol influence and power. In some 
cases, school icachers and da p-keeper* were 
also among Ihc loundmg memhers of Ihe 
credit societies. 

The elected president and the managing 
commmcc appointed a secretary and a 
salesperson Imm amongst the me m bers. The 
president would generally hcahtgf a ndnwcr 
while Ihc secretary and Ihc salesperson would 
he a medium or a small landowner. The 
FACs' office would he located in the home 
of Ihc presideni or ihe secretary 

On ihc recommendation of the RBI the 
sure government immduced a new scheme 
under which Ihc PACS were brought under 
direct control of the central co-operative 
bank This entailed a formalised set of 
guidelines regarding the fixing ol cfcdH 
b mils and appowuncnioi a secretary to lake 
care ol the day-to-day iunctnming uf Ihe 
society. This new 'caretaker ol the PACS 
was an nutsrdcr. a regular employee id the 
central co-opcralivo hank who was supposed 
to wwk as per the guidelines received Imm 
htx employer. He kepi all the accounts and 
co-ordmatcd wnh the dtetnet co-oparahwr j 
hank. The PACS utfxv also got dotted ^ 
Imm the house ot the president to a dilfcrcnt 
site The managing inmmmoc though cf c v ted 
every throe scars, no kmgct had a direct 
control user the secretary and wax denied 
any financial powers ’*■ 
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% V ThePAOS advanced two typo* of loan* - 
croploaru to the fanners and consumption 
loan* to the ‘non-agriculturist members’. 4 

, - The maximum limit of consumption loans 
was Rs 1.000 for labourers and Rs 2.000 for 
rural artisans and petty-shopkeepers. The 
upper limit for crop loans was fixed on the 
basis of the size of the landholding of a 
fanner and was Rs 10,000 for the small 
farmers and Rs 20,000 for the big farmers.' 
The consumption loans were made available 
in cash. but. in case of crop loans, half of 
it was in cash, while the other half was in 
kind - i e, fertilisers, seeds, etc. These Joans 
were advanced for a period of six months 
and differential interest rates were charged 
on different categories of loans. 4 Money 
could also be deposited with the PACS but. 


very few members ventured to do so. 

Among the three vil luges studied, the credit 
society of village II was most popular since 
farmers belonging to various strata were its 
active members. This society was also one 
of the most successful societies in thedistrict. 


The PACS ot village l and village III were more 
typical of the "societies” in the region, the 
PACS of village III being the most unpopular. 


Who Borrows from PACS 


The conventional view that co-opcrutivc 
credit is a monopoly of the rich and the 
dominant of a village had hardly any validity 
in the villages studied. As per the official 
information, a majority of the active members 
in the three PACS were the non-agriculturists 
(57.21 per cent) and the smal I farmers (26.47 
per cent). The big farmers, owning more 
than seven acres of land, constituted 16.31 
, percent Significantly many members of the 
PACS (42.3 per cent) had dead accounts. 
The number of functioning accounts was as 
low as 44.4 per cent in the PACS III and 
waa 65.4 and 51.6 in PACS I and PACS II 


respectively. In case of active members, the 
proportion of non-agriculturists was highest 
in PACS I (66.7 per cent) and was 52.3 
per cent and 50 per cent in PACS II and 
PACS III respectively. In PACS II and 
PACS III 21 per cent and 17.5 per ecru of 
big fanners were active while only 13 per 
cent of them were active in PACS I. 

The pattern was slightly different among 
the respondents of the three selected vil 1 ages 
Out of 185 respondents. 92 respondents 
149.7 per cent) were members of PACS yet 
only 69 respondents (37.3 per cent) were 
active borrowers. Table 2 shows that farmers 
owning land up to 25 acres were the most 
active borrowers. Interestingly, contrary to 
the official figures, few landless labourers 
(labelled 'non-agriculturists’ by the PACS) 
borrowed from PACS. Thus, majority of 
'non-agriculturist' borrowers must be rural 
artisans or other occupational groups. 

On the other hand, few very big farmers 
|Wete acti ve members of PACS. They rarely 
'Weeded institutional loans for financingcrops. 
Of 22 interviewed 14 repotted that they have 


surplus ample enough to'disperse with the 
agricultural credit. Most of them belonged 
to village II and joined the PACS to 
participate in the elections of the managing 
committee This was also true of big farmers. 
Des Raj owning 20 acres of land from village 
II joined PACS in 1980 so as to vote in the 
elections of the managing committee. He is 
entitled to borrow up to Rs 10,000 but in 
past eight yeans, has borrowed only once. 
Devi Lai. the leader of Lok Dal. during his 
election campaign in 1986 promised waiving 
of all institutional loans on getting elected 
to power. So Des Raj borrowed hoping that 
there would be no need to return the amount. 
Incidentally, his loan was not waived and 
he had to repay it, Sham Lai owning 55 acres 
from the same village was borrowing avidly, 
not for shorl-term requirements hut for 
investing in land 

Moreover, for the big farmers borrowing 
from PACS was ‘status-degrading’. The 
secretary of PACS 111 had this to say on the 

issue: 

... big farmers in these villages do not need 
credit. They also feel that borrowing from 
the credit society would damage iheirprestige 
in the village. Everyone in the village gets 
to know when someone borrows from the 
society. And for a Chuudhury to be indebted 
io PACS is an insult. They would not mind 
borrowing I rum a bank or from an arhlia hut 
being indebted to PACS is as had us 
mortgaging one’s land to u moneylender. 
These values arc particularly strong among 
the big landowning Jats and Rots . 1 

However, the secretary claimed of having 
succeeded in the last four years in motivating 
lew big fanners to join the PACS. This he 
was able to achieve because being a jat 
himself, he could easily befriend them. TV 
big farmers who borrowed from PACS. 
instead of using the credit, lent the amount 
to labourers at a monthly interest rate of two 
to three per cent. Besides generating 
additional returns, this assured them of the 
labour supply dunng the peak seasons." 

Rfasons for Not Borrowing from PACS 

An important observation on the basis of 
the field data is that many respondents were 
no longer members of PACS nor did they 


borrow fromtfiem; 

up to 2J awei were tniwibara of PACS to 
a large extent, around half of them were 
inactive. The most significant footer behind 
this development was the boreaucradtation 
of the PACS and the prevailing corruption 
in them (see Table 3). Charges of corruption 
were reported more frequently from village 
I and village 111. Respondents of village II 
did not complain about corruption. Also, the 
village has a better record of participation 
in the functioning of the PACS. Tims, it can 
be concluded that there is an inverse 
relationship between corruption and 
participation. 

The secretary’soffice became pivotal with 
the introduction of the new organisational 
structure in 1976. The managing committee 
lost control over the day-to-day functioning 
of the credit society with the secretary 
appropriating all the power. All complaints 
of corruption in PACS were against the 
secretaries and none against the managing 
committee or the president. Whenever the 
members borrow from the PACS they have 
to pay a bribe of Rs 10 to Rs 50 to the 
secretary. If the borrower refuses the bribe, 
the secretary delays the loan and creates 
other bureaucratic hassles. The secretaries 
take advantage of the creditors’ inability to 
repay the loan in time. In such cases, he 
charges his "fee’’ and re-issues the loan 
without actually having received it. For a 
person who has to pay a monthly interest 
of two to four per cent in the informal credit 
market, payment of bribe was not an 
"uneconomic’' proposition. Over period of 
time paying bribe becomes a routine. The 
secretary asks for his fee even when the loan 
has been re-paid in time. 

This practice created apprehensions 
among the villagers. LekhaGujjar. holding 
four acres from village I, was an active 
member of the PACS two years ago. 
Frequent cases of corruption and the 
demands for bribe made him apprehensive 
of the society and he stopped borrowing 
altogether. He prefers informal sources of 
credit. In his own words: 

The society is very useful, especially tor a 
small farmer. But I have stopped borrowing 
because the present secretary is a cheat. One 


Tasu I: Mrmsership of PACS (Comwnsd)* 


PACS 



Active Mctnbcn 



, Non- 
AgriculluriMK 

Small Formers 
(Lesrlhun 

7 Acre*) 

Big Farmers 
(More than 

7 Acres) 

Total Active 

Member* 

NimAciivt 

Members 

PACS 1 

250 

76 

49 

375 

195 


(66.7) 

(20.3) 

(13.0) 

(100.0) 


PACS II 

225 

115 

90 

430 

291 


(52.3) 

(26.7) 

(21.0) 

(100.0) 


PACS III 

too 

65 

.35 

200 

150 


(50.1)) 

<32 5, 

(17.5) 

(100.0) 


Total 

575 

266 

164 

1005 

737 


(57.21) 

(26.47) 

(1631) 

(100.0) 



Note: * As in October 1988. 

Stmn r. Information provided by the secretaries of the Owe PACS. 
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him. If (borrow. I# buy thaitwdtwioniMleMctwlththelocalpower 
my account. Ba'lwf an BlftaraM, 

1 MM acrrcd intake the riik. n li better to 


borrow on higher tmensfl rate then to land 
tip in a atrioua problem. 

Another fanner, owning 14 acrea, slopped 
borrowing six yean back. He Kited: 

. I no more borrow from the weiety. I have 
bad a very bad experience When I wa* an 
active member the then aecreury withdrew 
money on my name by forging my sign alum. 
When I came to know about it I wat annoy ed. 
The present secretary is also corrupt. It is 
better to keep away from the society. Their 
loans are of no uk to us. 

Some respondents had to waste four to five 
days in getting a loan from the PACS. There 
are too many formalities and if one has to 
bribe the secretary, the whole process 
becomes as costly as informal credit. What 
Hunter wrote about co-operatives seems to 
apply quite well to the PACS 1 and PACS 
III. To quote him: 

... m a corrupt society corruption will uk 
any channel which comes to hand, and co¬ 
operatives are no more (though no less) 
condemned by this than any other social 
institution.. Cooperatives are treated as 
another branch of bureaucracy. The 
secretaryship is just .another job with 
opportunities for gain (1969:156-1.57). 

PACS are unanimously perceived as a 
state government institution. Many 
respondents did not borrow from PACS 
because they did not want to get involved 
with any ‘official agency'. Small and 
marginal farmers expressed apprehensions 
(hat if they were unable to repay the loan 
in time, they would he arrested by the police 
or their land would be confiscated Some 
feared losing their creditwonhiness on 
joining the PACS. The villagers prefer 
their indebtedness to remain a secret. 
However, this is not possible. Some find 
it insulting that the secretary, in presence 
of other villagers, should ask them to return 
the loan. This damuged their prestige and 
discouraged them from borrowing again. 
A marginal larmer with two acres from 
village III said: 

Society loans arc not good for a poor man. 
A small farmer always lives in uncertainties. 
If one cannot pay back the loan in time, the 
secretary humiliates the person in presence 
of other villager* and relatives. One loses 
one's status. Only a rich man who has 
money in his pocket can aifonl to borrow 
from society and banks. Even a bama is 
better than the society. 

Similar views were expressed by others. 
'Status' worried the small and the medium 
Armen belonging to the local dominant castes 
much more that thorn from the lower castes. 

UTIUtATtDN AND DB'AU.TS 

Utilisation pattern and defaults are 
diroetty (dated to The questions, such as, 
who borrows from |ho PACS?, how does 


structure?, for what kind of needs do the 
members borrow? With buraaocradsaUon. 
patterns of utilisation and default also have 
undergone significant changes. A large 
majority of the respondents who borrow 
from PACS*. expend ‘rationally*. Mott 
farmers (80 per cent) spend the credit on 
the crop for which the loan is borrowed. 
Some spend a part of it on consumption. 
In most cases farmers avoided borrowing 
fertiliser bags or seeds from the PACS. 
They purchased them at a slightly cheaper 
rate from the nearby towns. However, in 
cases where a small or medium fanner was 
unable to mobilise cash from informal 
source he procures fertiliser bags from the 
society, kIIs them at a slightly cheaper rate 
to some other farmer and uses the cash for 
hit urgent requirement. But. by and large, 
the ‘in-kind' loans were not popular 
amongst the members. Similarly, of 18 
agricultural labourers. IS uk the loan 
primarily for consumption purposes 
The change in social composition of 
active members, the hureaucratisation of 
the institution and the proper utilisation of 
the PACS loans has resulted in a significant 
decline in default. Though there arc many 
dead accounts - mostly because of default - 
those who are currently active did not default 
very often. Most of the dead accounts were 
dcad even before the new organisational 
structure came into existence in 1976. There 
are some cases of wilful default' hut must 
u! these arcol a contingent nature rather than 
reflective of any trend. The recovery rate of 
PACS II. as reported on June 30. 1988. was 
83 per cent and of PACS I and PACS III 


w|k£ 0 and 85 per cent respectively.* Defaults 
were mostly due to genuine economic 
compuhaona. The re we re ma ny caresofwBftd 
default during the year of the field work but 
there were yet to be declared at default caws. 
There defaults were a consequence of the 
election promise of Devi La).** 

Loon. Powra STaix-njAF ami 
PUNTTKJMNG Of PACS 

As mentioned earlier, literature on PACS 
has repeatedly stressed the vulnerability of 
PACS to the local power structure. Instead 
of empowering the weak and the dependent, 
PACS credit a monopoly of the rich and the 
powerful, helping them further consolidate 
their dominant economic status in the rural 
society. The PACS in the selected villages 
did not function on these lines. Neither the 
villagers nor the dominant rich farmers saw 
PACS as a useful source of power and 
patronage. There are two reasons for the 
withdrawal of the dominant rich fanners 
(tom the institution. First, thebureaucrausa- 
tton of the credit system after 1976 made 
the secretary, paramount in the functionary 
of the society. This marginalised the role of 
the elected managing committee and the 
president in the day-to-day activities of the 
PACS Secondly after the green revolution, 
the big fanners have enough surplus to take 
core ot their consumption needs and short- 
ictm cash requirements for crops. BadBoo 
Gujjar. owning 50 acres, was a president of 
the PACS I during the lair 1970s. However, 
he realised that the president's post did not 
profii him in anyway. The only task be 
performed was 10 visit a nearby town to 
attend meetings. He stales: 


Toux 2 Cahookiimm PACS MExausHirur Restonusms 


Category 


Active 

Passive 


Now- 

Tool 



a a-A- - — 

nrocn R 11 

Merahen 


AO i .,1, .I, 


Agricultural labourers 


IK 

2 


5S 

75 



124) 

(2.7) 


(7.3 3 > 

(100) 

Smalt anil marginal farmers (up in ' acres) 

P 

8 


10 

35 



(48 61 

(22 9) 


<28 81 

(100) 

Middle larmer* (5-1(1 acres) 


12 

1 


11 

It 



(50) 

(4.2) 


(45 8) 

(100) 

Big farmers (10-25 acres) 


15 

9 



29 


■ 51.8) 

(31) 


(17 2) 

dam 

Very tug tanners (25 * acres) 


7 

3 


12 

22 


(31.81 

(1361) 


(54 5) 

(100) 

Total 


69 

23 


91 

1*5 



(37.3) 

(124) 


(49 19) 

(WO) 

SiHr Figures in parentheses are petvenuges 





Tabu 1 C*ma*vwt.si. KiAsoMSTATnisv RfSKWMwrtNoN-MijsUKats smd 


Inatovh Memos) ton Nor Avahiut, PACS Loan* 



Category 

Do Not 

Bureaucratic 

Afrwduf 

Not 

NA 

rural 

Need PACS 

and Corrupt 

Official 

Aware 



Credit 


Credo 




Agricultural labourers 

0 

14 

12 

26 

18 

75 

Small and marginal farmers 

1 

4 

5 

3 

17 

35 

Middle farmer* 

2 

5 

3 

2 

12 

24 

Big tanners 

5 

V 

0 

t> 

15 

29 

Very bty fanners 

14 

1 

0 

0 

7 

32 

Total 

22 

43 

20 

31 

m 

185 
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a ■ iiKviioy in the tchxil 
.... they pa ul me Five rupees. A visit 

AkMtiwn takes a whole day Evens labourer 
mure than five rupees for s day's labour, 
coming president was of no use lo me. 

j w/r; After completing his term. Biklloo Gujjur 
. never again contested the post. The eurreni 
president of PACS I. Jagtar Smith, owns 
seven acres of land and has no tractor. He 


is neither popular nor a powerful member 
hut since there are no contestants tor the 


post, he is occupying it tor past three terms. 
When asked about the powers he enjoys and 
how tar his position is comparable with that 
of the village sarpanch. he replied: 


A president of a co-operative society is not 
a very influential person Compared to the 
village sarpanch. he is nothing. Earlier, 
when the financial powers were with the 
managingconiinillee. Ihc president had some 
say Now the central co-operative hank 
controls everything. The members have an 
account in the central co-operative hank and 
they get u passbook in which they have their 
photograph. They do not need us for getting 
loans anymore The managing commilicc is 
only a formal body now 


The big and very big farmers have 
participated more in the PACS II than the 
other two societies. Many among them are 
active members and there have been tierce 
contests for elections to the managing 
committee. The farmers aimed for 
membership of the "block samiti" via the 
managing committee which ottered status 
or "ehandar" in the village. Jamal Singh, 
owning ten acres, was recently elected to the 
managing committee and was hopeful of 
being chosen for the post of the president. 
He was member of the PACS since l‘J70. 
He could borrow up to Rs 10.000 hut in 
recent past he has not borrowed anything. 
He has enough savings which he has 
deposited in a commercial hank, in fact he 
himself lends money to other villagers. He 
was chair about his moo ve for contesting lor 
the post: ' 


... as such the managing committee has a 
very limited role to play in everyday 
functioning of PACS. But being a president 
often some respectability in the village. 


t 

h. ■ 


PACS III appeared completely free from 
village politics. The big farmers did not 
cons Merit aMHirecof power or status. There 
have been no elections for the managing 
committees ofPACS I and PACS III lor past 
ten years. The president oT the PACS III. 
Darya Ram. a smalt farmer owning four 
acres, sees presidentship making no 
significant difference to his social position 
in the village. 

The respondents, including active 
members irom lower classes/eastes. 
mentioned the state government or the 
secretary as the controlling authority of 
PACS. Some did not even know who the 
president was. None of the members opined 
that the society was controlled by big farmers 



orthat it belonged In the tnoinberx. Thomer's 
observation made in early 1960s about the 
attitude of villagers towards PACS in the 
region appears valid even today. He wrote: 

...there seemed lobe little ‘co-operative spirit ‘ 
in (lie villages we visited. To the ordinary 
smalt |>easam and halaidar the co-operative 
was simply a 'village hank' Irom which he 
could gel a unite modest loan provided he 
subscribed lo a share... 11964: III). 

Conh.iidino Rhm/skks 

I f PACS are to function as u developmental 
state-supported participatory institution by 
providing cheap credit and thus becoming 
an alternative to informal sources of credit 
which arc economically and socially costly 
in reproducing relations of dependence, the 
least one can say is that Ihc PACS have only 
marginally achieved this ohjeeti ve. Though 
there has been a near-complete transforma¬ 
tion ol the rural credit market and most of 
the ex-hania moneylenders have moved out 
ol the villages into urban occupations, the 
PACS have hardly played any significant 
role in this process Nor have the PACS 
become an alternative source ol credit for 
the farmers and the labourers. Nearly 64 per 
cent of those interviewed were not even 
active members of the local PACS. A majority 
of small/nuirginal and medium farmers, who 
need credit lor investment in crops, did not 
see the PACS as a viable alternative to 
informal sources such as arhttas. 

The ohvious reastiiTlor this is an absence 
id any kind ol co-operative movement Irom 
below. PACS do not function as participatory 
onaper.iti ve institutions. Tbcirinuigc is more 
of a small-scale oimmereuil hank (or the 
mini banks as sontcof the respondents called 
them). The new system did weaken Ihc 
control the rich and the powerful in the 
village had on the institution hut it also 
alienated the rest. Bureaucratisation not 
only led to depolilicisalion and corruption 
but also discouraged participation of those 
it was supposed to serve 

Notes . 

1 For example, sec RBI Reports. 1954. 1969: 
Thnmer. 1964. Hunter. 1969; Frankel. 1971. 
Herring. 1977: Ntlkanl and Dux. 1979: Roth. 
1985; Ol Hitmen. 1984; Joxhi. 1985. 

2 This paper is a pan nl a broader slwiy of 
agrarian change and debt dependencies in 
Haryana agriculture Field work for the study 
was conducted in three medium «/e village* 
of an ugneulmndly developeddisiricl (Karnal) 
of Haryana. The field work was carried out 
during 1988-89 over a period of six months. 
Apart from observations and interviews wiih 
various people. 185 case studio* of farmei» 
and labourers re presenting different categories 
were conducted (see Jndhlui I990>.‘ 

.1 The PACS I was registered in 1955 and the 
PACS It and PACS III started in 1952 
4 For PACS. "non-agrictdlunx!*' an those 
villagers who do not own and cultivate land. 
The category include* fondlexx labourers. 
pcUy-shopkccpeo. and village artisan*. 


5 

and ihtMe owning more than nCwamMw 
considered ’big farmere' 

6 For a loan up to Rs5.000. the Interest eh* 
was 11..'percent, For loans bet woenRs 5.f. 
and R* lO.tKX). it was 12.5 per cent and i 
the loans above Rs HMXXI the interest w. 
I3pcreeiit. The interest rate tbreonsiuiiptK. 


loans svos higher 115 per cent) 

7 Jats and Rors are the local landownin 
dominant castes. In village II and village II 
ulmost all the big lumlowners came fmr 


these categories. 

8 For debt dependencies of agriculture 
labourers, see Jodhku. 1994. 


9 Inlonnation provided by the three secretaire 
of the PACS This is particularly significan 
in light of ihc tael ihul the recovery of lh< 
agneullural loans udvuneed by cmnmcreiu 
banks was us low us 42 lo 45 per cent. 

10 After Devi Lai came lo power, some loam 
were waived but only those ones which wen 
taken helnre March 2.3.1986. were mil 'dead- 
loans' ("non-defaulting members’) and Ih 
money was Mill outstanding on June .V). 1987 
A principal amount of Rs 37.1X8) and interest 
worth Rs I4.IXX) was waived in the PACS II 
Out of ibis, an uinouni of Rs 2.800 was 
principal amount ol nun-agncullunxtx and 
rest wax that nf the tanners. In PACS III, Rs 
12.7(8) of principal amount and Rs 6.(88) oi 
Ihc interest was waived Only one non¬ 
agriculturist benefited. His outstanding loan 
of Rs 500 was waived In ease ol the PACS I. 
Rs I5.MX) and Rs 8.518) was writtcn-olT 
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• »>• ' - D ISCUSSION 

Democracy and the Fight 
against Communalism 

K Balagopal 


THIS in a belated response to Sumttnia 
Bancrjee's '.Sangh Parivar and Democratic 
Right*' (HPW, August 21. 1993). Belated, 
hut certainly not loo lute. Tor the issue he 
has raised is one that we ure living with, and 
will continue to live with tor a long time 
to come. And the attitudes he adopts arc part 
of the legacy of the left that needs to be 
critically re-thought. 

Barter tec's suggestion that the lull and 
secular forces should be prepared to lake on 
the Hindutva forces physically cannot he 
faulted, if by that he means that they should 
he prepared to face force with lore? in defence 
of the existence and the rightsol the Musli ms 
or other likely targets of the Hindu 
communalisls. such as tor instance the dalit 
communities. If this is all he means, his 
complaint that the secular forces ure hesitant 
ut take the plunge and are seeking tame retugc 
in issuing pamphlets and holding seminars 
is a valid complaint too Though one is sure 
he docs not object to the issuing of pamphlets 
and the holding of seminars as such. 

But Bancrjee's complaint and argument 
do not slop there. Alleging fairly enough 
that "the left parlies... have betrayed an 
unwillingness 10 engage unhesitatingly in 
confronting the polilico-rcligiouscontigura- 
tion of Hindutva and throw the power ol 
their organised working class base behind 
such a confrontation", and citing the 
example of the heroic ol tragic el torts ol 
the German and Italian communists of the 
1930s. he udds that the Ictt parties justify 
their media by chanting the old principle 
("now reduced to an almost anochromstic 
mantra'i that "communalism should he 
fought ideologically and politically, mste.id 
of by administrative measures". Let us ignore 
Ibramomcni whether the organised or other 
working class is itself interested in being 
'thrown' into the confrontation with 
communalism (for it is always assumed lhat 
the working class, is ready lor all such 
progressive tasks, and only the leadership 
is at fault). What is striking in his argument 
ix that he begins with the working class as 
the possible but neglected battering ram 
against communalism. and ends with 
’administrative measures' as the lorce 
needlessly despised by the left, This is not 
an isolated slip in his argument. Throughout 
his argument against 'democratic tolerance' 
towards the Hindu com mu ruth sts. Su manta 
Banerjco I* quite ambiguous on the question, 
whose tolerance u lie talking about .* That 
of the democratic forces, or that ol the 
institutions ol the Indian slate and the 
political process called the government of 


India? It is precisely because Sumatua 
Boncrjec. given his long involvement in 
civil rights work, cannot he accused of a 
light-hearted altitude towards democracy and 
democratic rights, that this ambiguity needs 
to be discussed 

The Sangh parivur docs not believe in 
democracy, nor in ihc democratic values 
expressed in Ihc Indian Constitution. The 
more it grows, (he more it will destroy those 
values. And so to show the Sangh pansar 
democratic tolerance is to wantonly destroy 
democracy. The preservation of demociacy 
and the pnaectumol iltc liscsof the thousands 
ol indi viduals who are likely to be sacnftccd 
tor the rise ol ihc parivur are much more 
important ihun die dmocratic rights ol (he 
unholy panvjr.Th’.sis ihc crux ol Bancrjee’s 
arguineni. 

Tin Dii.imma 

There is mi denying iha( (here is a dilemma 
here. Hu< let us look at ail that is involved 
here - all ihe elements ol (he dilemma - 
before we come to a conclusion. The denial 
ol democratic nghis such as lor instance Ihc 
rights ol tree speech and assembly lo any 
individual 01 group in society does ms only 
destroy the chances of that individual or 
group 10 grow and dominate society. It 
simultaneous) y destroys (he values expressed 
by the rights denied, and the institutions 
responsible lor guaranteeing those rights. 
These values and institutions may he termed 
'bourgeois' (I am not imputing this 
terminology 10 Sum.inia Banerjcc) it their 
historical origin and philosophical expression 
is traced to (he anli-teudal democratic 
(evolutions ol Europe which resulted m the 
domination ol capital over society. For the 
reason ol that historical ongin the specific 
meaning and institutional form ol the rights 
do also carry bourgeois limitations. 
Nevertheless each such right expresses a 
value that is as much a lasting resource ol 
human civilisation as the steam engine that 
Marx was immensely impressed by: and 
eachol the institutions evolved by bourgeois 
society tor the imptemeniaiKm of the rights 
(a professional and independent judiciary, 
for instance 1 embodies principles that need 
lobe earned forward while the structural and 
conceptual limitations of the institutions 
(such as the equation of total altcnatmn I mm 
society with judicial impartiality) are 
LtiticMed andovereomc. Every eontempuraty 
civil liberties struggle must stnvc and does 
strive not only to protect a given right in 
agi vencontext (the nghtola^risoneragaittsi 
torture, or ol «lumdw>eUcrs against eviction) 


but also the democratic values and 
institutional principles relating lo that right 
white critically overcoming the bourgeois 
expression ol the notions and forms m which 
the principles are embodied, and the 
institutions in which (heir rcaiisaiioii is 
enshnned. This is a toniplex task that van 
never be reduced to a black and while class 
character' of rights (such as that bourgeois 
democracy is honeyed poison, with accent 
on the poison, or that it is more of a poison 
because il is honeyed, with accent on (he 
honey). though the class character does enter 
the definition, conceptualisation and 
institutionalisation of the rights. 

This preface is not intended to imply that 
Sumantu Banerjcc has expressed himself in 
these terms: it is however necessary to stale 
these ideas in blac k and white to realise the 
full implication of Bancrjee's argument He 
recognises the crudest of these implications 
when he posits an argument his critics may 
offer, it the police are allowed to hchave 
unlawfully with Ihc Sangh panvar they are 
likely to behave in the same fashion with 
others He does not really answer this 
argument, probably because he does not 
regard it worthwhile lo do so. Yet one only 
has lo listen lo complaints about police 
misbehaviour in post-Gill Punjab io realise 
how serious the consequences ol willul 
erosion of Icgnhly in police hchaviour can 
he tWehadaiasieotuwbcusoinecompames 
of commandos from Punjab were posted m 
Karimnagar to thw art ihc Peoples War's bid 
lo forcefully obstruct ihe election process: 
Ihc commandos struck terror among women 
hv behaving like jmvilcgcd studs in heat.) 
In Andhra Pradesh, jtoheemea who have 
dime a stint in ihe nnxaluc all octal areas are 
taking to such lawless behaviour wherever 
they arc posted in Ihc stale that the public 
opinion' that condoned police excesses in 
Tcfongana because O tell the naval lies did 
not deserve democratic rights is now roemg 
its aniUHle. 

Bui this is only the crudest, and therefore 
the most easily recognised, imp) Ration of 
his argumem. For instance, he afro criticises 
the judiciary lor allowing ‘demorn* ir space 
lo the Sangh pan var by merely doing nsduty 
as understood by the judges concerned: far 
striking down the ban order on a BIP rally 
in Calcutta; lor ordering the Orissa 
administration to reopen the locked VHP 
office: lor sinking down the ban on tbe ASS 
and Ihc Bajrang Dai. and tor altowtng tbe 
mstallauon ol Ramiatia idols at the die of 
the demolished masjid. Some ol these orders 
ol the courts can he faulted tor a lack of 
judicial impartiality m mterpreung (acts and 
the law- Such a criticism is even politically 
very necessary lor it points to the growth 
ol a shamelessly pro-Htmfcdva outkwdt in 
the judicial y and the admires! ration. to the 
detriment of the values ol sccutansm and 
(he ovenhanded iwcrpretamm ol law. Bat 
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iMp»&aiMje«'»^(im.f)« . p«iu«k>ni^fttwithjMi^<^l>»pe 0 P ,e 
gahtiflf of‘democratic apace’ who support these movements should be 
orivmrby the coons irrespective won over if (hat is at atl possible, and not 
ills' correct the orders are. His terrorised; that even militants caught red- 


would be dangerous tor CM sMM M 
other radical forces If th e i r dw aBo nrtr rig h t 
to exist politically is predicated on the 
possibility of proving to the sod afa o ti o a at 
the Indian state that the trade-off between 
political authoritarianism and material well¬ 
being in the erstwhile communist btoc 
countries has been positive at the end of it aH. 

Democracy can only be indivisible because 
in this imperfect world of imperfect human 
beings and their imperfect politics there can 
be no dividing line that will ensure by mete 
logic that all those who deserve democracy 
will get it, and those who do not will not 
It is quite likely, on the contrary, that once 
such a line is drawn and approved by 'the 
left, the liberal intellectuals and human rights 
groups’, it is those who do not deserve it 
that will get it. and it is those who deserve 
democracy that will get pushed out, for it 
is not those who have drawn the line that 
will decide its application, but the likes of 
P V Narasimha Rao. 

Bui what will definitely happen in the 
course of this effort is that the notion that 
the state has the prerogative of deciding who 
has the right to exist politically and who does 
not have that right gets legitimised, and that 
is to the detriment of all that wc understand 
by democracy. If religious fundaotcnlalism 
can be a basis for fascism, so can state 
authority if allowed to take arbitrary forms. 
To call for strengthening the latter to light 
the former can he suicidal. In mire immediate 
terms, there is nothing that P V Narasimha 
Rao would like more than to have the liberal 
intellectuals and the civil liberties groups 
egging him on to ‘ruthlessly suppress by 
coercive measures' the Hindutva forces, for 
when he decides to get lough with them he 
has all the democratic forces behind him. 


Igp MMM hgBpsmurby the coons irrespective 
M^w^jodictilly correct the orders are. His 
Is that because the Sangh parivar 
Ira fascist force, it should not be allowed 
<!. any democratic space by the courts, quite 
Irrespective of the legal merits of the case. 
How much harm this can do to the Sangh 
parivar one does not know, but it will certainly 
do immense harm to the courts as an 
institution of democracy - of bourgeois 
democracy, yes. but as we have Said above, 
that is not an uncomplicated description. 

When we move from the judiciary to the 
armed executive, the plea for greater 
intolerance towards the fascists becomes 
positively dangerous. Sumanta Baneijee is 
allowed to lay down - and legitimise in the 
name of democratic rights - the principle 
that fascists do not deserve democracy. But 
he will not be the one to determine who the 
fascitis are when the time of determination 
comes- He is careful enough to argue that 
his contention will not apply (if he can help 
it) to the naxalites and other radical forces, 
who too indulge in unconstitutional acts, 
because their goal is the constitutional goal 
of, socialism, and the democratic goal of 
upMftment of the oppressed. This is both 
irrelevant and arguable. It is irrelevant 
because once the left, the liberal intellectuals 
and the human rights groups' endorse the 
view that the Indian state need not extend 
democratic tolerance to fascists because such 
tolerance will result in the growth of fascism 
and the throttling of democracy, they arc not 
going to be consulted about whom the I ndian 
state will define as fascists. In his rhetoric. 
Sumanta Baneijee has already included the 
'Punjab and Kashmir terrorists' in the list 
of the damned with whom the Hindu 


handed should not be executed extra- 
judicially but should be tried in u court of 
law; and that at the end if it is not possible 
to prevent secession by persuasion, then 
they should be allowed to secede. This point 
of view, which was first expressed by a 
handful of civil liberties groups in the teeth 
of universal condemnation has now been 
grudgingly accepted as a legit i mate viewpoint 
that has to be acknowledged and 
accommodated, howsoever unwillingly. The 
criterion whether the goals of a political 
movement are constitutional or not. which 
Sumanta Banerjee introduces quite arbitrarily 
to distinguish the radical forces from (he 
Sangh parivar. can be a dangerous one. A 
political group may honestly want to effect 
changes which are not visualised by the 
Constitution, and may take to arms to that 
end. It would he suicidal for the notion of 
one's democratic right to espouse politics 
of one's choice if on that ground civil rights 
groups allow the state the discretion to deny 
them the very right to exist politically, that 
is. to enjoy the right of free speech, peaceful 
assembly and a fair trial i f arrested on charges 
of violence. 

Sumanta Bancrjee. of course, has a more 
solid criterion than constitutionality. This is 
whether u movement is faithful to the ideals 
ol social, political and economic democracy. 
He would argue that those who indulge in 
violence towurds ends which are violative 
of those ideals do not deserve democratic 
rights. But again, the question arises who 
is to judge in case of doubt, for doubt there 
will always be. Most of the minority- 
nationalities movements in India can be 


communalists are to he treated on par and 
denied democratic rights. Though hi.s prose 
leaves room for the unhappy supposition 
(hat in his view democratic rights groups 
should only oppose the torture and killing 
of 'non-involved persons’ by the security 
forces in situations such as Punjab and 
Kashmir and not of persons who arc actually 
involved in the militancy. I will take it that 
he intends it only as a rhetorical statement; 
when the Punjab and Kashmir militants are 
denied rights on the ground that their aims 
are unconstitutional and their politics 
communal, why should not the same apply 
to the Sangh parivar*/ The Indian state will 
K only loo glad to use the licence Sumanta 
Banerjee offers in reverse. Not only the 
\mjab and Kashmir militants but also the 
Naga. Mizo and other north-east militants 
too have aims that are unconstitutional. and 
some of them at least will probably not 
enaure the rights of minorities in their regions 
once they succeed (and in that sense are 
communal). And yet it is precisely the civil 
liberties groups that Irave consistently argued 
that behind the secessiooismand sectarianism 
of these movements there is a historical 
egacy and a social reality that need to he 
icfcfod at the level of argument and 


faulted with espousing ethnic self- 
determination (an element of political 
democracy > without committing themselves 
to a democratic hum of political life after 
'liberation', and’also often at (he cost of 
social regression. The communists ux» can 
be fairly accused ot espousing economic and 
social democracy at the cost of political 
authoritarianism. And soon. Indeed, anyone 
who wants to seriously dispute Sumanta 
Banerjee’s argument that the naxalites can 
be allowed democratic rights lor their goal 
is the constitutional goal of socialism may 
well argue (as the more inicllccuial among 
police officers are already arguing) that all 
that Ihc communist revolutions have achieved 
in this century is the discovery of a rat^or 
erode and ungainly road to capitalism'- or 
rather, ncocolunial subordination - which 
state India has any way reached by a more 
civilised route, and therefore there is no 
reason why the naxalites should be allowed 
the freedom to take a lot of lives and impose 
upon this country an authoritarian 
government. This argument con no doubt be 
dispued by exhibiting the material and 
cultural advancement of poor people’s fives 
under communist regimes, hut it is the Indian 
state and not some well-meaning democrat 


and when he decides to be indulgent towards 
them, he is more democratic than all the 
democrats in the land. It would just suit his 
kind of unprincipled and opportunist 
manipulation that is read os ambivalence by 
some, pragmatism by others, and the 
quintessential broad-mindedness of an 
ancient civilisation by the rest. 

WlNNINO Ovkr Pm MX 

Bui ii is necessary m go deeper into the 
mailer. A discussion ol some of the 
assumptions that lie behind Sumanta 
Buncr>_-e'v argument is necessary, quite apart 
from the problem of Hindu comtmmalism. 
Sumanta Banerjee recognises that the 
ideological battle against Hindu communa- 
lism should enable us To reconquer space 
in the democratic arena in favour of the antt- 
comrramal forces”. One would imagine this 
is the essence of the matter. This space that 
is to be reconquered is not out there 
somewhere in society, but in the minds of 
(he people, in the social consciousness of 
the era. And therefore what he is saying is 
the same « winning over people to. the 
secular and democratic world vipw. How Is 
this to be done? Why would or should p eop le 
be attracted to the secular and democratic 
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t Wure d ut vt it ootpoasible 
rath «H tenoriaad or partisan, 
and rendered somnolent by the bulMcaaag 
of Hindi* va. Let us admit that more people 
arepartisa* than are terrorised, and that what 
is a« opium-induced somnolence for yoult 
conviction bon of faith for me. And it it 
there convinced partisans that arc to be won 
over, or at leatt made to reaiiae that their 
idea* will not be allowed the legitimacy that 
every idea require* to become socially 
effective. It that to be done by banning the 
propagation of the idea* they are convinced 
of?Certainly, the least likely wtyofchanging 
people'* view* ic to start by banning the 
expression of the view* to be changed. 

In any cate, the politic* of Hindutva it 
liased on a political and tendentious 
tiaboration of the day-to-day culture of 
bnthminical Hinduism, and while the Viswa 
Hindu Pari shad can be banned, neither this 
culture nor its myriad organisations can be 
banned. Can the Indian state place a ban on 
the Gancsh (Jlsav Committees and the 
Jatsara Pooja Mandalix? Can it bun the 
Shankaracharya* and the smaller Iry among 
the brahmin preachers tram carrying on 
Hindutva propaganda? Can it ban the newly 


- g titinri in f i n value* thatall h um an societies 
pMKH side by tide with' value* of 
domiMtioo and suppression. The ftna of the 
three tasks has been attempted on a nseaMe 
(if still inadequate) scale by the left parties, 
the deiH groups and other democratic 
organisations. The second is yet to be 
atte m pted on a significant scale, as Surname 
Banerjee rightly compiains. But the third is 
a vital task whore necessity is insufficiently 
understood by progressive forces because it 
is not adequately compr eh ended by radical 
political philosophies, including Marxism 
which is (he most comprehensive of them 
all. So long as (he fanatical chauvinism of 
Hindutva is not consciously rejected as a 
value, or rather as a value-complex (hat 
forms pad of society's culture and shapes 
human ideas and behaviour, it will not he 
fully defeated, and even if it is defeated in 
one form, it can re-emerge in ever new 
forms, whether or not related to Hinduism. 

( History is witness to innumerable instances 
where those who have fought an 
authoritarianism that oppressed them have 
themselves turned authoritarian thereafter, 
lor what they have lough! is not oppression 
as such but the oppression ol the Other that 
has hurt (heir interests.) 


dUfftftpd biff use ^dndAHdtion'biidHua 
oftfw’tan’dmcmlMM rack mcftmorcrere. 

This moral Hie of the human special is 
something thntfhmcuitivnedmclaborairiy 
at iu technical sktiH, and conjointly with 
it Any oppressive social structure or practioe 
such at for instance the fanaticism of the 
majority reflected in Hindu chnuvmsmgama 
support by appealing to wfut u violent, 
destructive and anti-human in human moral 
life. Democratic tolerance and theacceptance 
of social equality as a principle, which are 
central value* of secularism in the Indian 
context, appeal to dm sente of justice that 
human cultures equally poucss These moral 
possibilities are intrinsic to human he mp * 
as much as they are a product of history, in 
the sense that they are a historically 
determined elaboration of innate human 
potential expressed in spontaneous qualities 
such as empathy, satiety, revulsion, fear, etc. 
that are universal to human beings. 

In understanding the moral life of the 
human species. Marx's dictum that Bring 
determines Consciousness must he 
understood with reference to the specific 
nature and structure of human consciousness 
and human psychology. Social being 
determines social consciousness by virtue of 
and through the specific form in which human 
consciousness is structured. It is easily 


created Dharmasansads that arc issuing 
ultimatums to the two brahmins silling at the 
top of (he Indian Mate? Can it ban the 
responsive chord that their dicta stake in the 
hearts of the two brahmins? 

Assuming that it can or will do this t whi eh 
Is to assume the impossible), will u win 
democratic space for the anli-cnmmunal 
forces? All the entwhile socialist countries 
reasoned exactly thus, not only about ideas 
of religious fanaticism, hut all ideas 
unpalatable to socialism. They only 
succeeded in creating for themselves the 
illusion that all reactionary ideas had died 
out and the ‘new mao' was bom. It only 
required the removing of the fid to disclose 
that mg a single reactionary idea had died 
out. And for having been suppressed 
ruthlessly, religious and ethnic chauvinism 
have burst out with a maniacal passion 
unknown in countries which believed that 
towever u n palatable and pusillanimous it 
may seem, political and ideological freedom 

inch visible. 

We do not yet know fully what it is m 
uttnaa beings that keeps ethnic, religious or 
:ommunal violence alive as political 
Hosionv and have been content with 
explanations of why such violence is 
es po us ed by whom in a given setting (which 
s about ail that Marxism as popularly 
understood can tell us); but certainly, the 
ruthless suppression that Sumanu Banerjee 
advocates Is no way to save ourselves from 
the cancer. We can on the other hand try to 
c o nvi nce the oppressed and explollsd classes 
a we s » nd other social groups th a t Hindutva 
s contrary to their material and cultural 
intern**; we can work fttr organising such 
woplc to resist the forces of Hindutva 


And it is in view of this need ol rejecting 
Hindu fanaticism as a value-system that the 
call lor an end to democrat ic tolerance needs 
to he rejected, for such a prescription allow* 
religious or ethnic tanatictsm no content ol 
itsown but only the role of an instrumentality 
in protecting a material interest Hindutva. 
on the contrary, is not only that hut over and 
above that n is a set of values, altitudes and 
nurmsofhduvHKirihal can only he countered 
with the aid ol alternative values and norms. 
And this task must necessarily he undertaken 
by an open and equal debate that calls upon 
the historically evolved human sense of 
justice, equity and fairness. Such a debate 
can never be conducted, and can never win 
minds and open up democratic space, it one 
party to the debate is suppressed by being 
denied freedom of expression. Of all 
arguments, an argument tor justice unfairly 
conducted can never win approval, even if 
it is entirely logical and scientific. That 
would he contrary to the human moral sense. 

The alternative values and norm* can 
emerge from struggles against Hindu 
fanaticism; or rather, they can be recalled 
through the struggles from (he moral 
storehouse of (he human species, itself a 
historically evolved and contradict km-ridden 
product of human civilisation. This process 
of emergence of new values from struggle* 
is not as straightforward a process as it seems 
in the midst of struggles, but is an intricate 
pattern of generalisation, consolidation and 
recovery. A. proper u n d ers ta nding of this 
process requires a more thorough under- 
amdfng of the moral life of to human ipecies 
titan is rtvcalod by the hase-supcrstnicture 
determinism and the concomitant presump¬ 
tion that social consciousness can he Ihlly 


demonstrable that humane ideals such a* 
equality and justice „re horn of resistance 
lo conditions of injustice and inequality, 
whereas inhuman values are boro of 
oppressive social relations, and social 
practices structuicd oppressively But tint 
is not the whole of the matter Firstly, the 
values and the norms are the ideal form of 
expression ol immediate needs, interest* and 
aspirations, whether narrow or broad, it t* 
a characteristic of the structure of human 
consciousness that imme d iate merest* and 
aspiration* - wHetherpM or uo|int. whether 
of i he oppressors or the oppressed - gel 
expressed in tenre of uraversa! val u es , ideate 
and moral precept*. This generalised 
expression is not necessarily a fraud 
perpetrated consciously lew hegemonic social 
purposes; nor is the generalised ideal os- 
equal with the immediate interest or 
aspiration, an assumption that enter* all 
glorification of the das* cnnsoousaieaa' of 
the oppressed. It is on the contrary just srhaf 
it ir. a characteristic feature of the st r uctu re. 

rifleman WMft 

thought, wfach cannot conceive of nnmeduse 
interests except in tarns of universal value s, 
just a* in general « cannot dnnk of the 
concrete without the aid of uburacuon*. 

And secondly, this mu versa! value in which 
a particular interest is expressed, or through 
which a particular life condition it 
conceptualised, is capMe of surviving tire 
particular situation (indeed that is when we 
realise tint it ts not co-equal with, nor a 
fraudulent generalisation of. the pnmrttiar 
(merest), of abstracting itself (tom the 
particular co nt ex t, and b e c oming pari of tin 
‘common acme' of tint society, attaching 
inctffo that rodthaisitaation. and a cq u fe ih g 
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this and that meaning at later Mages. There 
is thus u continuous pieces* of generation, 
definition and specification ofethical norms, 
values and precepts tluit an.se in and are 
generalised I’rom specific life situations and 
struggles, which process creates ihe moral 
content ii( social culture which is 
institutionalised ineivil society in Ihe manner 
described by Oramsci and others, and which 
in turn shapes human behaviour in society 
through the kind of conflict typified (though 
certainly not fully expl:iincd)by ihe Freudian 
conflict between the Id and the Superego 
The ensemble of the values and ethical 
principles lhai have accumulated in the 
history of any society is a very complex 
structure of norms that carry historically 
specific meanings and interpretations 
attached to moral absolutes such as truth, 
kindness, lovc.de. A critical attitude towards 
tins moral universe, in which one rejects the 
inhumanity that hides behind high morality 
and continuously calls forth the humanism 
ibalco-cxisis with ii.oughnobcan important 
part of radical political practice. 

Niatu i-ox a Fkisii Loos 

All ihis has a hearing oil ihe need to lake 
a fresh look at familiar Marxist positions, 
of which Sumanla Buncrjcc's is bui one 
example. The fight against Hindiitva. or 
against auihoriianamsm and fascism in 
general, is not just a defensive struggle lo 
protect democratic rights and values. Il is 
part of Ihe struggle for rcsiruciuring human 
existence on a higher plane. The whole 
question of ihis restructuring needs to he 
rethought afresh, now that the total failure 
of the communist project - the attempt to 
put Marx's ideas into practice - is evident. 
The proletariat has nowhere exhibited ihc 
Jcsiro imputed to it by Marx to take charge 
of the allairs of humanity and rebuild its 
existence on the basis communist 
collectivism. And the communist pariicsihai 
substituted themselves lor the proletariat 
have made a mess ot the tub. ai enormous 
coat, whichever way they mod. the Siultmsi 
way. the Maoist way, the Tuoist way. and 
even the Sandimstu way. 

The basics of Marx's prognosis ol the 
future Ihcrclorc need to be rethought, and 
hence also the basics ol his theory of hislory. 
Marxism, us well as other radical and 
progressive political philosophies, have 
rightly siresscd the necessity ol organised 
struggle against unjust social structures as 
the only way of defeating ihcm. lor mere 
moral preaching will never pul an end to 
injustice. Bui the rebuilding ol human 
existence in the form of just structures and 
on the basts of just social relations is a 
different matter. This rebuilding has wrongly 
been .seen as a direct continuation ol the 
struggle against injustice. This notion that 
the force that is necessary to destroy unjust 
social siruciurcs will hy itself lead to the 
rcconstmciion of society on a just basis 
through the class rule of the oppressed has 
(■ been sufficiently jxnved an illusion hy the 
-. happenings ot this century. Struggle against 



oppressive social structures, a Ad fhe 
reconstruction of society on the basis of co¬ 
operative and cgulitarian relations, arc 
evidently linked not through the dictatorship 
of the Iasi vuitus. hot through Ihe minimi 
ixissibilihrs opened up hy the sm cesxive 
siniftKlrs. and there is imi Iasi smigglc. nor 
a millennial victory. To understand this, we 
need a more complete understanding ol 
human consciousness, culture, I ormsnf social 
behaviour, and the mode of formation of the 
human |>ersoiiulity through the struggle 
between ihe universal psychic substratum of 
human nature ami (Ik* particular norms of 
contradiclion-riddensocial culture. Ihancvcn 
a Gramsci ever attempted. I Mao's notion ol 
cultural revolution is politically inspiring 
but philosophically il goes no farther than 
is allowed hy the basc-supcrstructurc 
framework. I 

The elaboration of its technical capabilities 
by the human species in us struggle to win 
a livelihood from nature has been given a 
central place by Marx in the notion ol human 
progress. This elaboration is based on llie 
specific physical structure of human beings, 
such as the possession ol two hands lo work 
with, and a brain capable ol an elaborate 
learning process. Bui equally, human 
progress has involved Ihe elaboration of 
moral values conducive to a co-operative, 
colleen ve appropriation ot the wcallhcreaicd 
hy Ihe hands and Ihe brain, which values 
have been elaborated in a struggle against 
anii-social values (also generated in ihe 
course ol the same history) of oppression, 
domination and violence. This moral 
evolution is a historical process ol elaboration 
of moral possibilities implied hy die specific 
psychic structurcol human beings, a structure 
that makes both anii-social and social 
responses intrinsically possible. What human 
beings have done lor themselves wiih their 
physical possibilities is made the thread of 
human history and Ihcrclorc also Ihe thread 
of human liberation (lor in Marx's 
understanding, liberation is immanent to 
history) by Marx. This has given us valuable 
tasighls intouur past and valuable guidelines 
for our future. Bui this understanding is 
incomplete without supplementing il with 
an understanding of what human beings 
have done for themselves with their moral 
potential, and whtu linurc that indicates lor 
the species. 

Marx certainly did not 'ignore' the moral 
history ol humankind, hut for hint Ihis moral 
history has no parameters ol its own but is 
a derivative of ihe material history. This is 
evidently noi true. The human sp&ics 
possesses moral as well as physical 
possibilities - based on its psychic <und 
physical structures - both of which it has 
elaborated conjointly in the course of us 
struggle to satisfy iL* (constantly elaborated) 
needs. The one is mn a derivative of Ihe 
other The two are two limbs of the prix-es* 
of conjoint realisation of the total potential 
ol ihe species on ihe basis of u given 
l ramework of its physical and psychological 
needs ami responses The physical structure 


t* tte stKttftf • pub* ^ iw ttc| wi afe | to <rih 
evolution, and ihe psychic stnicture the, 
siuning point of its moral evolution, both 
of which aro pun of a single process. Thai 
Ihe potential of human material development 
is noi unlimited and unbounded as I* 
sometimes implied.in Marx hus been weft 
brought out by the ecology movement. 
Human moral potential is also equally not 
an unlimiiud and unbounded one. as imagined 
in the wilder of Marx's ideas about 
communism. What we require today is a 
reinterpretation of all that is mic tn Marx's 
theory of history and society from the point 
of view of the totality of the human subject. 

I he totality ol its given humanness, physical 
as well as psychic, rather than the human 
subject reduced to un intelligent and 
acquisitive lolling animal, whose moral 
possibilities are rendered intinitc and 
irrelevant for political practice by being 
simply ignored theoretically. 

The future revealed hy such a 
reinterpretation may noi look particularly 
rosy right now. and one cannot be denied 
one's rightful pessimism about any 
millennium: lor while human beings arc 
universally capable ol hoili violence and 
love, cruelly and generosity. n is violence 
and cruelty lhai have cnnsiiuiictl Ihe 
fundamental organising principles ol all 
social siruciurcs (eg. properly, caste, family) 
ill all civilised human societies nil now. 
whereas Ihe human capacity lor empathy, 
love and kindness has been subordinated lo 
i lie sc violent siruciurcs lolien in a cruelly 
distorted form). The only reason for mn 
totally rejecting Marx's utopia is that while 
all people at all times have indulged in 
hatred, violence and lalsehood. not merely 
as personal aberrations but as lundumcnial 
structural practices, there is no human society 
that has accepted these modes ol behaviour 
as morally nohle. On the contrary, only love, 
kindness and truth have been accorded that 
honour in all socicncs The anii-social 
qualities have certainly been sanctioned 
morally and socially and even mandated as 
in hruhminical dhanna. hut always in Ihe 
name of higher vulucs such as truth and 
equity. (Amartya Sen in his study of 
inequalities says that even those who defend 
inequality do so in the mime of a higher 
equality.) Perhaps this paradox of human 
civilisation understood as a quality of its 
moral universe gives hope of Ihe possibility 
of a 'co-opcralivc commonwealth of the 
working people' tin which everyone docs 
all work), provided lhai Ihe struggle for 
appropriating the material wealth it has 
produced lor and by the whole of Ihe society 
rather than a fraction of h. is joined with 
a struggle to invert the moral universe of the 
species so that violence is subordinated in 
social structure and habitual practice to love, 
and envy similarly u» generosity. 

But perhaps also not. In any case, if the 
millennium fails our practice must at least 
give us a reformed society, which ixdoutMlul 
if we go on uncritically repeating old Ideas 
and attitudes. 
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Not By Privatisation 

A careful examination of the case for privatising the railways in India, 
using (he framework of the theory of contestability, lends to the 
conclusion that, considering the social burdens the railways have been 
required to carry, the gains in productive efficiency accruing to the 
railways front privatisation will he more than outweighed by the losses 
of allocative efficiency and other non-commercial benefits which the 
country has enjoyed from the historical role the railways have played 
in its socio-economic development. 103 

Curio Case Model 

The economic reforms being undertaken almost throughout the 
developing world today arc guided by rules-of-thumb and the general 
equilibrium model of the economy to which these standard rules apply is 
an unrealistic portrayal of most developing economies. The model holds 
good only under very restrictive assumptions and only for small 
economics and not large ones such as India's. 113 


Political Thaw 

The assembly elections in Andhra 
Pradesh and Karnataka have brought 
out some significant shifts in the 
alignment ol political forces. The 
immobiltsm which has marked the 
Indian political scene may he 
eoming 10 an end. _ PI 

Second Thoughts 

Developments in the money markets 
last month were notable for the 
ahout-tum by the Reserve Bank 
which injected Rs 2.000-2.VIO emre 
into the market, going against the 
earlier objective of contracting 
primary liquidity and containing 
money supply growth. _ 73 

Reverse Scholarship 

Countries pursue their own interests 
the way they perceive them and it is 
for others not to be deceived by the 
thctoric. To understand the interest* 
that ate masquerading as values, what 
is required is a detailed study of the 
eennumy. polity and culture of the 
western world in general and the US 
in particular. Hir these are the main 
protagonist* in the contemporary 
scene without understanding whom 
we cannot shape our own policies 
to meet their strategic*. _ S3 

AH in Our Genes 

The kfcotapkal shin to the right in the 
US » being underpinned by certain 
trend* bi Ihc social science* and the* 
popular dUsemmaUun. TWo r e c e nt 
pubbcMUon* exemplify this. 07 


Unpretty Record 

The CBI report on the infamous 
Muzaflarnagar incident has pul 
new life into ihc Uuanikhand 
movement - at a time when the 
Mulayam Singh government’* 
record in its first year in office has 
come in for sharp criticism from 
all quarters. _K2 

In Decline 

The process of di tempo w er m en t of 
the bureaucracy which n supposed to 
have begun witlrthe erosion of the 
'licence-permit raj' ha* k< he located 
in the complex iocs of the rctaliamhip 
among class, bureaucracy and 
state power. _ IB 

Issue Evaded 

Although the plan of action 
approved at the Cairo conference 
on population and development 
show* the influence of the 
internal tonal women'* movement 
and the issues it has raised, it fails 
hi tackle the crucial question of 
incqunahtc dcwr h i p tncm between 
the north and the south. _ S3 

Caste Balance 

Dcvc Gowda, the new Janata Dai 
chief mm rst cr of Karnataka, is a 
leader with a mas* base, but where hr 
will find huradf tested * a* a 
political m a n a ger . The vokkahgw 
and the hngayat* have estah t w h ed a 
hoM over the patty, hut hew long 0 k 
*. mun odrt ion be tween them will 
last remain* ta he wen. (3 
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M Shatrugna 

SATYASHODHAK - Centra for Social 
Research expresses its deep sente of 
shock and grief el thesqdden and untimely 
demise of M Shatrugna on December 31. 
1994. Cheerful and lively, Shatrugna was 
suffering from liver cancer which was 
detected to be in an advanced stage only a 
few weeks before his death. 

Shatrugna played an active and signi¬ 
ficant role in fee AP teachers’ and civil 
rights movements during the last three 
decades and was closely associated with 
the women and dalit-subaltem causes when 
they, emerged as important questions in 
politico-ideological discourse from the 
19flps onwards. He was one of those rare 
individuals who embodied the finer 
aspects ofthe left and democratic tradition. 
In his actions and speech one could clearly 
feel the qualities of frankness, tolerance 
and transparency. 

When Satyashodhak was founded in 
1992, Shatrugna was one of the few 
friends who encouraged us and showed a 
sustained interest in our activities - an 
instance of his readiness to appreciate new 
initiatives and'openness to new modes of 
enquiry. It is difficult to believe that 
Shatrugna is no more with us. 

K SaunvASUtu, 
S SlMHAMU 

Hyderabad 


Plunging In dia 

r 

PLEASE forgive this tardy reply to O P 
Deshpande's review (September24,1994) 
of my. book Changing India (Cambridge 
University Press, Cambridge. 1993). The 
review contains tome factual errors which 
1 would like to correct: 

(1) The first part of my book does not 
deal with “...the history,..of bou r geois 
revolution and change in India " That is 
the second part. The first deals with the 
basic social institutions of the Indian 
countryside,. 

(2) I do not “open...[my] discussion 
...with ...caste" nor doss casta occapy “the 
centre! place" In my discussion. I open my 
discussion with a long introductory chapter 
and then adapter on faadBas and villages. 
Of seven chapters, carte is fee specific 
object of one, fee closely related subject' 


of another, on data, and the occasional 
subject of other chapters in Part I. In 
Part II, caste is barely mentioned. 

(3) My discussion does not give the 
“impression" that I think the vama dharma 
to be of “Vedic rimes”, i have no thoughts 
on the matter and imply none. My relevant 
sentence is, “...Hinduism is disinclined to 
search the historical past for validation, 
and the validity of vama dharma is not as 
a memory of the past but as a living 
ideology” (p 54). 

* (4) My summary sentences on 
sanskri risation are, “As it applies to village 
families nowadays, Srinivas' model (of 
sanskritisation and westernisation) is too 
dichotomous and too equating of 
sanskritisation with village upward 
mobility... Upwardly mobile village 
families are sanskri tiling and westernis¬ 
ing: taking from both what serves them 
best” (p 68). Is this a ‘cliche’? 

Robert W Stow 

Sydney 

* 

Raw Materia] Price Rise 

INTERNATIONAL prices of key industrial 
raw materials have doubled or even tripled 
during 1994. Petrochemicals, newsprint, 
non-ferrous metals, metal scrap are 
touching record highs. Press reports 
suggest that the entry of finance capital 
into commodity markets is mainly 
responsible for this state of affairs. 

India manufacturers have raised prices 
to match the import price without any 
justification in terms of cost economics. 
For example, aluminium price is linked to 
LME when both bauxite and power are 
available locally at the old rates. User 
industry is reeling under the impact of 
both international and local price rise. A 
number of small scale units have downed 
their shutters as they cannot absorb the 
hike in raw material cost. 

The Indian government has, apparently, 
few options to manage fee siiiation. It 
has already reduced the customs duties 
substantially under the liberalisation 
policy. In some cues, for example - 
newsprint, the duty ku been removed 
altogether. Physical revelation is out of 
fashion. Hie issue is also not on fee 
agenda of the international regulators, 
•amely, the World Bank, IMF and 
GATT. 


We cal! upon re ader s » express feeii 
views, experiences and suggestions or 
the subject. Our Intention is to prepare 
report on the issue which will serve as 
starting point for a larger debate. A cop 
of fee report will be stmt free to al 
contributors. 

Arun Ooyal, Chalafatm Rao 
Ravinoer Gocl, R K Ro\ 
Takhat Ram 

Academy of Business Studies, 

24/4866 Sheeltare House, 

Ansari Road, 

New Delhi-110 002. 


Moonis Raza 

READING Moonis Rasa’s ’Indiar 
Muslims in Their Homeland’ (Septem¬ 
ber 24,1994) was a moving and poignam 
•experience. He is as, many of us know, 
no mote. His trajectory from a brilHani 
student at Aligarh (wife late Sultan Niazi 
he was in the Indian students’ debatin 
team which went to England and made u 
impression) to joint general secretary ol 
fee underground Communist Party al 
Kanpur during B T Ranadive and 1949 
railway strike terror days to university life 
and ultimately a career in Indian acadiemic 
and bureaucratic life was typical of such 
proportion of the Left youth of the 1940s. 
Of course, many others did much mom 
heroic - and also, much more unheroic - 
things. 

What marks out Moonir Raza, some¬ 
thing which shows so well 'through fee 
EPW piece, is bis outgoing forward- 
looking doggedness to stand up and 
fight for a secular, modem India - fail 
and egalitarian to the extant subaidiwM 
capitalist development will allow. 
many of us, bis friends from various 
quarters, would do so many thing! 
differently. But the forthright stand for 
a secular country and for a fair deal fot 
its largest minority which he took re 
neither a .complaining un derdo g nor 
complacent apologist of fee Indian state 
was characteristic of everything he 
did - some wrong but much right and 
effective. 

* SSntmu 
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ATale of Two Countries 

i 

VT7HAT hat gone wrong in Mexico it the question that 
W people, not Just in that country, but all over have been 
asking. Here is a country which until the other day was held 
up as a model of successful economic reform, including 
both liberalisation and privatisation, and was admitted to 
■— OECD, the club of the developed countries, in. recognition 
of not just its fast economic growth over the put five years 
but also its high ranking with the international commercial 
banks through whom external credit flowed into the country 
directly and indirectly. Today Mexico’s foreign exchange 
reserves stand drastically reduced from $ 30 billion to 
" $5 billion, ie, to a level less than one month’s imports. The 
rate of exchange of the Mexican peso has declined sharply 
from three pesos to one US dollar to six pesos within days. 
The domestic inflation rale which was supposed to have 
been brought under control (it was hovering below 10 per 
'cent per annum in 1994) 4s once again threatening to 
escalrjte to typically Latin American levels. 

The answer to the question posed at the outset has to be 
sought in the sort of resource mobilisation Mexico resorted 
to in order to finance its economic growth. True, the 
country attracted sizeable foreign capital whose inflow 
enabled Mexico not only to finance domestic investment 
but also to build up its foreign exchange reserves. But the 
' country’s economy is in the doldrums precisely because of 
the composition of the inflow of foreign capital. The 
p outstanding credit extended by the international banks to 
Mexico stood at over $ 70 billion by mid-1994 and of tills 
not Igiu than $ 30 billion (over 40 per cent) was short term. 
So is it a matter of much surprise if at the slightest 
indication of a possible weakness of the Mexican economy 
. the country’s exchange reserves declined so very sharply 
L ~*' within days? 

What has happened to Mexico could easily happen to any 
other country as wdl. In India the authorities lose no 
occasion to boast of the buiid-up of the country’s foreign 
exchange reserves from around S I billion in mid-1991 to 
over! 19 billion by the close of 1994. But don’t we have to 
remember at the same time bow these exchange reserves 
have been built up? Direct foreign investment so far during 
these dune and a half years does not add up to more than 
^ $ t Milton. The mat of the growth in re re ev es can be 
1 attributed to sources such as non-rasideM deposits, foreign 
\ portfolio investment and inflows through international 
i banks-aU sources of hot money which make a country's 


payments position extremely vulnerable. The current crisis , 
faced by Mexico demons tr ates bow things can gu wrong and 
how quickly if a country depends too much on footloose 
sources of external finance. 

It has become quite fashionable in our country to refer to 
China, its economic reforms, its ability to attract foreign 
capital in massive amounts, its industrial upsurge and Ms 
sustained high rate of economic growth-supposofl/to 
drive home the point that only through liberali sa tion and 
massive inflows of capital can we hope so industrialise fort 
and get on toahigh growth path. Not that Cfatea’sexpesieace 
is irrelevant in our context. Bui we have to be careful while 
drawing our lessons from that country’s experience To 
illustrate, bow can we ignore the fact that the solid 
foundations of China’s industrial upsurge and la st economic 
growth are laid in its sustai n ed high rate of domesti c saving? 
What attracts foreign capital, ia its various forms, to China 
it its self-reliance in regard both to the domestic saving the 
economy generates and the continuously expanding export 
earnings. So it is not so much with a view to supplementing 
its domestic saving or export earnings that China has needed 
foreign capital as to induct tech ni cal know-how and tiwtcby 
to speed up its modernisation. And that js why Quits has 
been able to choose and be selective in the import of foreign 
capital. China's strong bargaining position vu-n-vu foreign 
capital can be gauged from its ah asset position in relation 
to international banks which, as many observers have holed, 
have increased their overall lending ia Asia. Where China 
stands apart, however, is that even though the banks' 
outstanding credit to it is substantial, being as high as 
$50 billion, it is more or less balanced by Chi n a ’s deposits, 
with them. Indeed China has been and continues to be dw 
largest gross depositor with the international banks, as the 
latest issue of the Amu Bank Review brings out So when 
one co mpa res China's forerga exchange re serv es of $ 30 
billion with dtoae of other countries, one has tobaar in maud 
the relative net position hi fetation to dw international batiks 
and the other sources of capital inflow of the oomartos 
being thus compared. If today flans faces no cri sis in Ms 
external financial position in spite of tire substantial 
outstanding extended by dw inMcnotionel banks 
wtwroes Mexico is ia deep trouble, Mfebeceuae of tiweoewd 
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ECONOMIC REFORM 

Let Ttieija Eat Prawns 

PRAWNS produced by brackish water 
aquaculture have become the biggest 
component of seafood exports, accounting 
for 71 per cent of the total of Rs 1,335 crore 
projected in 1995-%. The trend in aquaculture 
is toward 'semi-intensive' cultivation on 
larger farms replacing small-scale fanning 
with low yields. High profit levels and 
government incentives have encouraged a 
number of large corporations to enter this 
field, leading to haphazard development of 
aquaculture in the absence of adequate 
government guidelines. Shrimp farming is 
expected to cover an area of 1.00.000hectares 
by the end of the Eighth Plan, producing one 
lakh tonnes of shrimp per year, as against a 
production of 63,000 tonnes from 82,500 
hectares in 1993-94. The state with the largest 
area under aquaculture is West Bengal, 
followed by Kerala: other states engaged 
in prawn cultivation include Orissa, 
Andhra Pradesh. Karnataka. Maharashtra, 
and Tamil Nadu. 

According tocnvironmentalists, the social, 
economic and environmental casts of shrimp 
farming far outweigh its export euming 
capacity. Aquaculture is destructive of 
groundwater resources and agricultural land 
because of salination: waste from the farms 
pollutes the ocean and shoreline, leading to 
a decline in catch: and wild stocks at sea are 
depleted to stock shrimp farms, thereby 
destroying the livelihood of local fisher- 
folk. Although officially agricultural land is 
not allowed to be convened to shrimp 
aquaculture, fertile paddy lands are in fact 
being converted on a large scale due to the 
higher profitability of this activity. 

The environmental and economic damage 
caused by shrimp farms has led to protest by 
local people in several affected areas. The 
fanners and fishermen in Quaid-e-Millcth 
district in Tamil Nadu, for example, have 
called for a total ban on the aquaculture 
industry. Fanners there fear that uncomrol led 
development of shrimp farms may cause 
salination of the soil, forcing them to sell 
their lands. Farm labourers are agitated over 
the loss of employment opportunities; they 
say that shrimp farms provide little 
employment and that women are not 
employed at all (the industry claims that 
each hectare of shrimp farm can provide 
employment directly to two persons and 
indirectly to eight). The local fishcrtolk are 
opposed because shrimp farms have come 
up too close to the seashore, and the inlei and 
outlet pipes obstruct their movement along 
the beach and entangle their nets. The shrimp 
farms also have caused salination of the 
groundwater, so that the women have u> 


walk for long distances ip find fresh water. 
The agitation against shrimp farming in 
this district resulted in tension and violence; 
according to a PUCL fact-finding team, 
last August supporters of prawn farms 
burned down 40 dwellings of landless 
labourers and tortured and detained activists 
opposing the forms. 

In spite of local opposition, various states 
arc going ahead with promotion of this 
foreign exchange earning activity. The 
government of West Bengal wants to make 
the stale a major prawn exporter, and it 
expects an investment of over Rs 5,000 
crore over the next five years. It has begun 
identifying one lakh hectares of land 
suitable for exclusive prawn farming, to be 
leased to private sector investors for setting 
up 'semi-intensive' farms. Hindustan Lever 
has already invested in prawn farms on a 
large scale in the state, and other companies, 
including IFB Agro, ITC Agro, Lakhotias. 
and Andrew Yule, are setting up farms and 
high-technology processing plants, some 
with foreign technical collaboration or 
World Bank aid. The West Bengal 
government is setting up a large hatcheries 
project with assistance from the World 
Bank, fmm which, not surprisingly, much 
of the support to aquaculture development 
is coming. The Aquaculture Foundation of 
India, which whs founded recently to 
promote the ‘blue revolution’, plans to 
establish at least three 'technology 
development centres', each costing two to 
three crore rupees, for which the World 
Bank has agreed to give interest-free loans 
of up to 80 per cent. 

An expert committee appointed in the 
wake of the controversy in Tamil Nadu has 
made several sensible recommendations 
for the regulation of aquaculture, but it 
remains to be seen whether the state and 
central governments have the will to 
formulaic and enforce rules protecting the 
ecology and economy of the coastal areas 
if such rules contravene the imperatives of 
export-oriented 'development’. Shrimp 
aquaculture is a highly wasteful and 
inefficient technology which feeds the 
markets of foreign countries while 
depriving local people of their livelihood, 
food and drinking water. The results of its 
uncontrolled development are already 
being seen in Antflira Pradesh, where shrimp 
production has been halted %n 32,000 
hectares by a deadly virus, causing a loss of 
over Rs 400 crorc. Investigators attribute 
this outbreak to the indiscriminate use of 
biochemicals and antibiotics and to the 
unscientific fanning practices which have 
been followed by large corporations as., 
much as by small farmers. Still, the policy 
of the government, in its quest for the holy 
grail of foreign exchange, seems to be to 


sacrifice equitable 

mem at the altar of expurForieaM high- 
technology production. 

MAHARASHTRA 

Still-Born Third Front 

AN attempt to work out a united front of 
non-Congress. non-BJP-Shiv Sena forces " 
in Maharashtra has ultimately failed. The 
Progressive Democratic Front (PDF) and 
Bahujan Shramik Samiti (BSS), the two 
main blocks of the emerging third front, 
have parted way and declared their separate 
plans of seat distribution. 

Ever since the last assembly elections of 
1990 the state Janata Dal (JD) unit has been 
facing rough weather. It suffered three 
splits which greatly reduced its strength in 
the ussembly. First to depart were nine 
legislators, who left to join the Congress. 
Next, four legislators belonging to Shared 
Jushi's Shctkari Sanghatana. who had been 
elected on the JD ticket, walked out. Lastly, 
when George Fernandes formed his Samata 
Party his followers in the state deserted the 
JDcamp to join the new party. More serious — 
damage to JD's image was done by Sambtuyi 
Pawar, the former president of the state 
unit, who gave a clarion call to purge the 
party of 'brahminical' elements like Mrinal 
Gore, Madhu Dandavale and Bapusaheb 
Kaldaie. Swiftly, Sambhajirao Kakade, a 
traditional rival of Shared Pawar in Baramati, 
was made the chief of the party state unit. 
Thus, PDF which had won 40 seats in the 
1990assembly elections and was composed 
of JD, Peasants and Workers Party (PWP). 
Republican Party of India (Khobragade), 
Shctkari Sanghatana. Datu Samant's Kamgar ! 
Aaghadi and the two main communist parties 
was largely defunct by lost year. ! 

In the meanwhile, the Prakash Ambedkar- 
led Bharatiya Republican Party (BRP) and 
Bahujan Mahasangha (BMS) combine 
registered an upward swing. Besides sending 
two MLAs to the state assembly, the combine 
captured I5zillaparishadsand40panchayat 
samiti* in the state. In these elections, it 
worked out a winning daJit-OBC-Muslim 
configuration, popularly known as ’AkobT) 
pattern'. The left in the state, in the face of 
the impending GATT treaty, had joined I 
hands across party lines to launch the 
Shramik Sangharsh Hamit i (SSS). Given 
the successful performance of BRP-BMS 
and the redundant nature of PDF, it was hut 
natural that the left should forge an alliance 
with the former to constitute the Bahujan 
Shramik Samiti (BSS). 

The drubbing the Congress received bw-L 
the assembly elections in Arafltra and 
Karnataka and the continuance of lh^ 
BJP-SS alliance in Maharashtragoaded the 
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attempt a broad ihml front. The Babqjan 
Sauna Party (BSP) which was flying high 
and claiming to contest 28S Maharashtra 
scuts independently had its wings dipped in 
the Andhra and Karnataka elections. 
Kanshirum. its leader, started to speak of 
^ giving priority to the hahujon movement in 
place of electoral poiitics. Yet the parleys 
between PDF (now composed of JD. PWP 
and RPI-Khobragadc) and BSS continued 
to vacillate, with each making exaggerated 
claims of strength. V P Singh tried to inject 
urgency into the proceedings and was 
largely responsible for the Shivaji Park 
rally of January 2. But the rally which was 
conducted under the banner of Bahujan 
Shramik Mahapanchayat and witnessed the 
presence of 17 diverse panics proved to be 
_ on anti-climax. 

Already a few important sarpanches were 
missing from the mahapanchayat. 
Sambhujtrao Kakade of JD. Dattu Patii of 
PWP and Mulayam Singh Yadav (who had 
said that he would attend the panchayat) 
were absent. Later, it was revealed that the 
“ regional leadership of JD was displeased at 

V P Singh attending the rally against their 
wishes. Within the JD fold, Kakade is known 
to be a close ally of Ramknshno Hegdc, 
who with die recent triumph in Karnataka, 
is demanding autonomy for regional JD 
units. Obviously. V P Singh's interference 
in Maharashtra affairs was not welcomed. 
Further. there is a backdrop of enmity to the 
Kakade-Amhcdkar relationship. During the 
Baramati by-cicction last year, BRP-BMS 
hud fielded its own candidate against Kakade. 
In this context. V P Singh’s display of 
affection for Prakash Amhcdkar by attending 
the rally was like adding salt to the wound. 
The mahapanchayat also decided to 
accommodate the Samata Party which is 
posing a challenge to Lakto Prasad's JD in 
Bihar. This development confounded the 
Maharashtra JD unit on whether to enter 
into a tie-up with a party which is its avowed 
nval in another state. 

The strain of working out political 
equations across icgum.il i.iriatinns was 
felt by other purtres too. The polithuro of 
CPRM) was not too keen that its state unit 
should share a common platform with BSP. 
Kunchiram during hh forays into Bengal 
had voiced his intentions of toppling the 
Leit From government there. Even Mulayam 
Singh dispatching his deputy for the rally 
raised quite a few eyebrows. Apart from 
Mulayam and V P Singh nut seeing eye to 
eye with each other, it wax very doubtful if 
s Mulayam Singh would address an anti- 
Congnss rally given dial the survival of his 
} g over n ment in tip depends on Congress 
J support. Lastly, the Moated claims for scats 
| made by every party made the process of 

i 
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seat adjustment exasperating. At one stage. 
BRP-BMS asked for 212 seats. BSP-SP for 
127 scats, Samqwadi Janau Party (Anil 
Gote) for 120 seats and the communists for 
40. Whether this was a deliberate ploy to 
scuttle the deliberations, is a matter of 
speculation. 

It is now clear that Maharashtra will 
witness a multi-cornered contest with the. 
Congress and the BJP-SS alliance as die 
principal contenders. If a united thin) front 
had coalesced, the Muslims in die state, 
given their near-complete site nation from 
the Congress, would have voted for it. But 
now they would either remain neutral or 
vote for the Congress. The PDF and BRP- 
BMS are trading accusations, the latter 
alleging that the former had behaved like 
‘Shorad Dal’ throughout the proceedings, (t 
would not he surprising if the PDF and BSS 
concentrate their energies on defeating each 
other's candidates in the coming elections. 
In this process, the hopes of challenging the 
state's traditional maratha leadership by 
projecting a mahar alternative will have 
come to a sorry end. 

NARMADA DAM 

Need versus Greed 

THE belated disclosure of the collapse of a 
pari of the Narmada dam during the 
floods in September Iasi (news of which 
had been suppressed by the dam autho¬ 
rities and (he government all these months, 
and which came to light only when 
leaders of the Narmada Bachao Andotan. 
the anti-dam movement, met the press in 
Delhi recently) reinforces the allegations, 
suspicions and misgivings that have 
bedevilled the Narmada dam ever since its 
conception. 

To come to the recent disaster, it was 
apparently caused by what the authorities 
now describe as 'unprecedented rainfall', 
as a result of which a massive chunk of the 
dam structure was washed away by the 
floods creating a huge crater. According u> 
reporters who recently visited the spot, the 
crater contains relics ot a major component 
of the dam known as the ‘stilling basin*. 
While the dam authorities are dismissing 
the disaster as damage ’mu uncommon' 
during construction, representatives of the 
Narmada Bachao Andotan point out that 
although the dam was supposedly designed 
to withstand a 'once-m-100 years' flood 
(according to ofTtctalclaims). the September 
floods were nowhere near that intensity. 
Obviously there!ore there must have been 
something wrong in the design of the dam - 
a suspicion voiced not only by the activists 
of the Narmada Bachao Andotan. but by 
en gineering and environmental experts all 


these yean. One of the nmuahim of the . 
Sept em be r floods is the pouter home of the 
Narmada dam. which was submerged under 
almost 20 metres of water, thus throwing 
out of gear its power generating capacity - 
the only component of the dam which nude 
it economically viable in the opinion of the 
World Bank. 

While (he Narmada Bachao Andotan 
activists are reiterating their demand that 
the government stop the construction of the 
dam. the authorities are sticking to their 
determination to continue work at the dam 
site, in spite of the latest disaster which is 
being attributed by engineers to faults m 
construction. But technical flaws and the 
consequent risks are only one. though not 
minor, part of the Narmada dam story. The 
displacement of thousands of villagers and 
their resistance, the obduracy of the 
government in persisting with the project in 
spite of a World Bank investigation team’s 
censure of the Indian government's poor 
plans for rehabiliuUMio.and ihcinlcrnaiMXul 
support and solidarity from environmental 
and human rights groups dial the Narmada • 
Bachao Andolan has recei ved are now a part 
of history. 

A film of this history, shown recently in 
Delhi, ironically enough, coincided with 
the press leak about die latest scandal 
surrounding the upllapse of a pan of the 
Narmada dam. Alt Kazimi's feature' 
documentary 'Narmada. A Valley Rues' 
chronicles the main events in the long 
struggle that the threatened villagers of die 
Narmada valley had been waging against 
the construction ol the dam - a misbegotten 
enterprise which is being touted by New 
Delhi as one of the world's largest 
development projects'. Kazimi's film 
questions this concept of ‘development* - 
through the vmces of hodt the tribal villagers 
and the middle class activists who had 
joined them to resist their displacement 
from their traditional homeland. One such 
activist tries to integrate his csjjcnenee to 
the straggle with a political perspective as 
he id Is the story of his four-year oM nephew, 
whom he asked: "What do you warn to do 
when you grow upT' He said: "I want to he 
a doctor". The uncle fell happy hoping that 
the boy wanted to serve the people. But 
wbfn he further asked him what he would 
do when he became a doctor, he sard: '1 will 
get a big car. After that, a tag house. My 
mother has said that unless I get a tag car or 
house, she will not It ve with me ~ This is the 
notion of‘development' that has been dinned 
mut the mind of a four-year old hoy. 
Development has become synonymous 
with the greed of the rich in the per c e p tion 
of the poor. As Baha Ame at one stage in 
the film say*- "It is a struggle between 
'need' and 'greed .'' 
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IN THE CAPITAL MARKET 
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Prism Cement 

PRISM CBMENT, initially incorporated 
its Karan Cement, is establishing a state- 
of-the-art cement plant with a capacity of 
2 mi pa ot ordinary ponland cement in 
Satna in north Madhya Pradesh. Production 
is expected to begin in November 19%. 
The plant location has the dual advantage 
of proximity to the cement deficit markets 
in the northern and eastern parts of the 
country and availability of limestone, coal 
and other inputs close to the plant. The 
plant site is well connected by road and 
rail. The project has been appraised by 
Industrial Credit and Investment 
Corporation of India (ICICI) and Inter¬ 
national Finance Corporation. Washington 
(IPC-W) and the cost is estimated to be 
Rs 575 crore. IFC-W has sanctioned a 
term loon of S 30 million and is participating 
in equity to the extent of Rs 15.75 crore. 
ICICI has sanctioned a term loan of Rs 80 
crore and is underwriting Rs 20 crore. For 
pan financing the project the company is 
entering the capital market on January 31 
with two simultaneous but unlinked 
public issues of 7.87.60.000 equity shares 
of Rs 10 each at par aggregating ks 7.K76 
lakh and 37 lakh 13.5 per cent secured 
redeemable partly convertible debentures 
of Rs 250 each at par aggregating Rs 9.250 
lakh. The company has also made 
arrangements for buy-back of non- 
convenible portions of debentures with 
UTI and HDFC. The issue is to be lead 
managed by ICICI Securities and Finance 
Company. SBI Capital Markets. DSP 
Financial Consultants and Kotak Mahindru 
Finance. 

Shriyam Securities and 
Finance 

Incorporated as Spotlight Trade and 
Finance, Shriyam Securities and Finance 
is engaged in merchant banking, custodial 
service to mutual funds and other 
entities, stock broking as a registered 
member of the slock exchanges, sponsor 
of OTCEI financing and assisting in 
providing venture capitai.Thc company 
has been awarded membership of the 
National Stock Exchange for both 
wholesale debt market and capital 
market. The company is entering the 
capital market on January 19 with a public 
issue of I crore equity shares of Rs 10 
each at a premium of Rs 20 per share 


aggregating Rs 3.000 lakh including estimated to be ot Rs 434.99 lakh. ' 
firm allotment of 20 lakh equity shares issue, slated to open on February 9. is 

to mutual funds and 20 lakh equity shares be jointly managed by Doogar t 
to financial institutions aggregating Associates and H M Desai Shares i 
Rs 1.2(H) lakh. The project has been Financial Consultancy Services, 
appraised by ICICI. The funds will be 

used to strengthen the existing infra- IndO Ho lla nd AglfO 
structural facilities and to augment U'vnrsrtc 
resources for further growth and divers- “*P«ria 
ideation. The issue is to be lead managed 

by ICICI Securities and Fmanee and J M Indo Holland Agro Exports is enga 
Financial and Investment Consultancy * n floriculture and is entering mar 
Services. facturc of greenhouses in a big way. \ 

company has imported the laii 
• Dutch technology for its floricultt 

Awas Ayogen Vittinigam project and is focusing on building 

India's natural advantages ot ahundi 
Awas Ayngcn Vittinigam is operating in sunlight, cheap labour and lo% requn 

the field of housing finance. It promotes merits of energy. To cut the project ci 

ownership housing by providing finance, the company has diversified into mar 

Awas has been classified as a housing factoring its own greenhouse sysi< 

finance institution hy the National Housing which would mutch the best pci 

Bank. The company, seeing the growing greenhouses available in llic world a 

demand for housing in and around be highly cost effective. The enmpa 

Gujarat, specifically in the rural arcus, has expects to cut the cost of greenhouses 

decided to undertake an expansion of its equivalent quality and sophistication 

current business. For this it needs to almost onc-third. It will produce a compic 

augment its long-term resources and range of greenhouses Irom simple pc 

capital. To part finance the project the tunnels to huge multi-span greenhoust 

company is entering the capital market Orders for the first batch of greenhous 

with u public issue of 23.KO.OOO equity have been hooked. Encouraged by this t 

shares of Rs 10 each at par aggregating company is thinking of hiving off t 

Rs 238 lakh. Bank of Burodu has greenhouses division into a separs 

appraised the project and the cost is company. 
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INDIAN SEAMLESS METAL TUBES 

Affected by Recession 

THE flagship company of the Indian 
Seamless Group. Indian Seamless Metal 
Tkibes (ISMT) has shown mixed results for 
1993-94. with net sales going up by 2 per 
cent, operating profit falling by A per cent 
and net profit rising by 17 per cent. The 
boost to net profit was attributed to the 33 
per cent increase in other income. 22 per cent 
decrease in depredation and a rise in non¬ 
operating surplus by Rs 3.26 crore. ISMT 
declared a dividend of 32 per cent for year 
against 30 per cent for the previous year. 
Expons were higher by 25 per cent while 
imports fell by 59 per cent. 

Debt-equity ratio shows a steady decline 
from 112 percent in 1991 -92 to 68 per cent 
in 1992-93 and 57 per cent in 1993-94. 
Short-term bank borrowings fluctuated at 
39 per cent in 1991-92. 41 per cent in 
1992-93 and 17 per cent in 1993-94. Sales 
to total assets ratio declined by 18 percentage 
points after having been steady at 78 percent 
for two years, while the sales to gross fixed 
assets ratio fluctuated at 120 per cent in 
1991-92, 130 percent in 1992-93 and 109 
per cent in 1993-94. Remuneration to 
employees increased marginally. 

Operations were affected by the 
recessionary trends in the engineering 
industry. To cope with the situation, the 
company to absorb the increased cost and 
even reduce prices and extend longer credit 
to customers. An ultrasonic testing machine 
for testing bearing tubes and com roiled 
atmosphere arrangement for the cold draw 
annealing furnace was installed as a measure 
of quality improvement. During the year, 
Seamless Tubes and Technologies (India) 
(STTIL) amalgamated with the company. 
This being a kind of vertical integration, the 
company expects to improve its performance 
with the addition of high value added 
products such as cold rolled rings and fuel 
injection tubes. The company was successful 
in obtaining ISO-9002 certification and this 
is expected to help in boosting the exports. 
It is also embarking on a plan to increase 
itsdownstream processing thereby enhancing 
value addition and quality of the products. 

Indian Seamless Steels and Alloys 
(ISSAL), an associate company, commenced 
commer c ial production during the year and 
its output has been steadily rising. ISSAL 
has established production of quality steels 
at competitive operating costs. It is now 
pUsming to enlarge the product range by 
installing a down stream tolling mill. With 
tbs objective of reducing cost of raw materidl 


the company is installing! mM blest furnace. 
Indian Seamiest Financial Services fared 
well in 1993-94. II has commenced merchant 
banking operations and is actively involved 
in underwriting and issue management. 
Commercial productionatTaneja Aerospace 
and Aviation started from 1994 and two 
aircraft have been sold. Commercial 
production of two-seater all-composite 
trainer aircraft named Hansa-3. jointly 
developed with National Aerospace 
Laboratories (NAL), is to commence in the 
second quarter of 1995. 

CAPRIHANS (INDIA) 

Expansion and 
Modernisation 

Caprihans India (CIL). a Kalpataru group 
company, is a leading player in the soft PVC 
market manufacturing opaque sheetings, 
printed films, transparent films and films 
developed for customised applications. It 
has one of the largest product rangqf among 
all PVC film manufacturers. Most of the 
products are intermediate products which 
are later converted and sold for final 
consumption to customers. The company 
has done well in 1993-94. with net sales 
going up by 23 percent, operating profit by 
14 per cent and net profit by 90 per cent. 
The 89 per cent increase mother income was 
balanced by an 83 per cent fall in non¬ 
operating surplus. The 33 per cent increase 
in depreciation was more than offset by a 
71 percent decline mutation. A 35 percent 
dividend was declared for the year against 
30 per cent in the previous year. Exports fell 
marginally while imports were up by 121 
per cent Debt-equity ratio fluctuated at 
30 per cent in 1991-92, 23 per cent in 
1992-93 and 47 per cent in 1993-94. Sales 
to total assets and sales to gross fixed assets 
ratios declined by 32 percentage points and 
65 percentage points, respectively, in the 
past three years. Remuneration to employees 
has been increasing marginally in the past 
three years. 

The company crossed the rupees hundred 
crore mark during the year. The company's 
plan for expanding capacity by 100 per cent 
at Nasik for manufacture of PVC film and 
sheetings has made substantial progress. Both 
the calendering units have commenced 
commer cia l production. This means that raw 
material requirement would increase 
substantially. Alio, the simultaneous’ 
modernisation the company has e mba r ked 
on has led to the rationahsatioa of product 
flows, removal of bottlenecks, upgradation 
of product quality and cost advantages. The 


company faces stiff competition from small 
scale and unorganised sector units which 
enjoy a substantial price advantage. During 
the year the company co mm enc e d develop¬ 
ment of a property in central Bombay which 
would be a multi-storeyed commercial 
complex. 

Capri hans invested Rs l2lakhonRandD 
activities in the year. The major activities 
that were undertaken were the installation 
of an R and D unit at its Nasik plant All 
the manufacturing units are being provided 
with facilities for on-line quality control. 
Also, individual customer-oriented products 
are being made to meet the specific needs 
of end-users. R and D efforts have helped 
the company in containing coats despne rise 
in cost of raw materials. The company having 
pioneered the concept of hollow corrupted 
boards (HCB) in India which is a superior 
substitute to corrugated paper boxes though 
also eight times more expensive, is now 
concentrating on increasing the applica¬ 
tions for this product. The company also 
plant to develop products in the high 
technology PVC area, particularly for defence 
applications, lu Ft and D activities have also 
helped in the reduction of scrap at 
manufacturing point. 

F1NOLEX PIPES 

Backward Integration 

Finolex Pipes did not do well m 1993-94. 
Though net sales were up by 17 per cent, 
operating profit and net profit were down 
by 19 percent'and 54 percent, respectively. 
A fail of 45 per cent in other income aid 
of 76 per cent in non-operating surplus and 
a 28 per cent increase in interest chirgrt 
coupled with a 66 per cent hike in mher 
provisions ail contributed to the lower 
margins. Despite this the 10 per cent dividend 
has been maintained. Debt-equity ratio fell 
sharply from 642 per cent in 1991-92 to 78 
per cent in 1993-94. Short-term bank 
borrowings on the other hand shoiup sharply 
by 21 percentage points in the span of three 
years, while the sales to gross fixed assets 
ratio registered a fall of 39 pereemage pouts 
in the same period. Remuneration to 
e mp loyees has shown an increase from 3 per 
cent in 1991-92 to 10 per cent in 1993-94. 
Net value added to value of production 
declined by 20 percentage pomts in the same 
period. 

Sales of pipes and fitfiags were affected 
mainly due to the pro lo ng ed transporters' 
strike and the tower utihration of productive 
capacity compared to the pterions year. 
A cc ord ing to the company, profits for the 
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previous yearbad been higher because of 
exwonJiiiury Income and income earned by 
the way of dividend, capital gains, etc, on 
deployment of temporarily surplus funds 
raised for the PVC resin project In the year 
under review, these funds were used for the 
project and thus income attributable to this 
source was lower. 

TUI 1994, the company was a single 
product manufacturing unit producing rigid 
PVC pipes and fittings. It recently undertook 
* a backward integration programme by 
diversifying into PVC resin production. This 
project of Rs 630 crore went on stream in 
April 1994. Encouraged by its performance, 
the company is planning to expand its 
capacity by 1.2 lakh tonnes. The entire PVC 
requirement would now be met internally 
and therefore the company expects to lower 
its manufacturing expenses by a significant 
20 per cent. Dc-bottlenecking operations to 
increase production are also being planned. 
The company's new product developed in- 
house. viz, SWR pipes and fittings was to 
be launched during the year. With shift in 
demand from smaller size pipes to trigger 
size pipes, where margins are higher, the 
company expects to improve its performance 
and margins. The company has set up an 
open sea cryogenic jetty at its Ratnagiri plant 
and this has now become operational, but 
during the monsoon the Ratnagiri pons are 
officially declared closed. As there are no 
breakwaters, the jetty is fully exposed to the 
weather causing the water to go up around 
4-5 meters. This renders berthing and 
unberlhing operations unsafe, thereby 
seriously affecting the operations of the 
company. The company was shut from 
May 29 to June 23, 1994 due to technical 
problems and this would affect its per¬ 
formance in 1994-95. 

The company's R and D department has 
been undertaking continued development of 
new types of pipes fittings, new raw material 
formulations and new production techniques. 

LAKHANPAL NATIONAL 

Upgrading Technology 

Lakhanpal National, a joint venture between 
Matsushita Electric Industrial Company of 
Japan and the late D D Lakhanpal. is engaged 
in the manufacture of dry cell batteries. The 
collaboration it a technical as well as a 
financial one with Matsushita hotding 40per 
cent sukc in the company ‘ i equity. ‘Novino 
Gold' i* one of the popular brands under 
which the compan y markets its products. 
Net sales were up by-8 per cent, operating 
profit by 35 per cant and net profit by 119 
per cent in 1993-94. The 17 per cent fall in 
interest charges was balanced by the 16 per 
cent rise ia depreciation. Though there was 


r* ’ 

• fall in other income by 17 per cent, non¬ 
operating profit was up by 500 per cent. A 
dividend of 25 per cent was declared. Export* 
were up by 985 per cent while imports were 
up by only 6 per cent. Debt-equity ratio has 
shown a steady decline from 126 per cent 
in 1991 -92 to 104 per cent in 1992-93 and 
64 per cent in 1993-94. Short-term bank 
borrowing has declined slightly. While sales 
to total assets went up by 8 percentage points 
in the past three years, sales to gross fixed 
assets declined by 5 per cent in the same 
period. Fall in inventories led to a negative 
capital growth in the year. Remuneration to 
the employees fluctuated at 33 per cent in 
1991-92, 36 per cent in 1992-93 and 31 per 
cent in 1993-94. Net value added to value 
of production has shown a steady rise in the 
past three years. 

With the object i ve of mai ntai ni ng its market 
share in the liberalised environment, the 
company has been giving a thrust in the areas 
of quality and least cost manufacturing. 
Technology upgradation is also being 
undertaken along with quality improvement 
to meet the specific needs of the marker. As 
a step towards globalisation, the funds raised 
through the issue of capital are proposed to 
be used t or expansion of production capacity 
by establishing a new plant for manufacturing 
hi-iech eco-friendly mercury free penlite dry 
cell batteries. Commercial production is to 
commence this year. There was a quantum 
leap in the exports of spare parts during the 
year. The company has also started exporting 
battery components to other countries. 

The R and D centre of the company has 
the recognition of the government of India. 
Efforts io indigcnisecritical high value items, 
quality enhancement and development of 
new products arc being undertaken. Efforts 
arc on to absorb battery grade separator paper 
manufacturing technology to suit the 
requirement of the Indian market. 

BURROUGHS WELLCOME 

New Drugs 

Burroughs Wdicome is engaged in the 
manufacture of bulk drugs, chemicals, 
formulations and cosmetics. The company 
is a market leader in several drugs having 
therapeutic uses. The net raksof the company 
went up by 21 per cent with the new third 
generation drag, Cefirox. faring well in the 
market along with Tracrium. aerified phts 
tablets, theo-pa tablets, septan and catpol. 
Operating profit of the company was up by 
48 per cent and net profit by 81 per cent. 
Net sales would have been even higher bra 
for the riae of 204 per cent in uueon of 14 
per cent it depreciation and of S per cent 
hi i merest c ha rg es . The increase in other 
incoma by 62 per cent helped in hofckng up 


margins. Exports were up by 110 per cent 
while imports were up by 75 per cent. A 
22.5 percent dividend was announced for 
the year against 18 per cent in the previous 
year. Debt-equity ratio has shown a steady 
decline from 44 per cent in 1991-92 to 31 
per cent 1992-93 md 23 per cent in 1993-94. 
Short-term bonk borrowings have fluctuated 
at 40 per cent in 1991-92, 51 per cent in 
1992-93 sod 29 per cent in 1993-94. Sales 
to total asset ratio tils been steady at 174 
per cent for the past two years while sates 
to gross fixed assets ratio grew by 83 
percentage points. There was a large fall in 
inventories by Rs 7.61 crore due to which 
gross capital formation was negative. 
Remuneration to employees fell marginally. 

The company undertook replacement of 
old machines during the year. The 
granulation section of the isbtet department 
was renovated and technically upgraded in 
line with current good manufacturing 
practices(CGMP). Old machines and vessels 
in the tablet and liquid department* were 
replaced with new and high speed machines 
and vessels thereby increasing efficiency in 
both the departments. The sterilised product 
manufacturing facility has been geared up 
for manufacture of neosporin eye drops 
after reformulating it. A new automatic high 
speed blister packing machine with collator 
and non-fill detection system has been 
installed in the packing depart mere which 
has increased the blister packing capacity 
for tablets The chemical division has 
initiated measures for improved processes 
. and products and the use of certain raw 
materials has been reduced. 

The company plans to introduce new 
drugs. Ccfspan an oral drug, an original 
product of the Japanese Fuijisawa 
Pharmaceutical Company. is now registered 
by the company in India and is to be 
introduced shortly. Burroughs WeJkonc 
has obtained permission for marketing two 
original Wellcome discoveries. WcUferou 
and Exosurf 

The compeny incurred an expenditure of 
Rs 85 lakh on R and D in 199.V94. The 
company has a well equipped R and D 
laboratory. Reformulation of existing 
prvxkicU. developing new pharmaceutical 
dosage forms and process modifications are 
some of the activities that are being 
undertaken by the department. 
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Students’ Rights 


AGNoorauai 

The issues raised by the Campus Committee for Academic Freedom set 
up in Bombay University, most importantly dust of freedom of speech 
and expression for students within the campus, should provide the 
occasion for a serious effort to draw up a charter of students’ rights 
and duties. 


THE Campus Committee for Academic 
Freedom (CCAF) set up on the Kalina 
campus of Bombay University by its 
students would do well to invite major 
students'bodies in the country to co-operate 
in drawing up a considered and 
comprehensive charter of students' rights 
and duties. Politicians who are dying to 
cash in on students’ unrest are best left out. 

Arana Chakravarty of Indian Express 
has done a service by reporting (on 
December 21 and 23,1994) on the activities 
of CCAF. Oh December 20 students voted 
in a 'referendum' on a resolution seeking 
full "freedom of speech and expression*' 
within the campus. Of the 750votes polled. 
719 supported the resolution. The report 
lists grievances by no means unique to the 
Kalina campus. Nor are they unprecedented. 
That, of course, is no reason for taking 
them lightly, rather for taking concerted 
action on them. The grievances arc: 

(1) Students of the Humanities Division 
Forum were debarred from meeting in the 
campus library, as they used to regularly, 
because the discussions could become 
'controversial'. 

(2) The monthly campus magazine 
Challenge was not permitted to be released 
or sold for want of ‘requisite permission’ 
from the university authorities. The decision 
was resci n ded after a signature campaign 
against it Later the authorities demanded 
information regarding the magazipe which 
led to the stoppage of sales in August this . 
year. The pro vice-chancellor is reported to 
hevesakl that saleoTanythingexcept canteen 
food within the campus precincts” was 
forbidden. 

(3) The play 'DonoMareJayenge' written 
by a student after the Bombay riots in 1993 
was stopped from being performed. When 
the writet/producer, Vijay Akila, persisted, 
he was thrown out of the campus hostel. 

(4) In October this year the University 
cancelled the booking of the J P Naik 
Bhavao where stalk by the suspended deputy 
municipal commissioner, G R Khaimar, 
was scheduled. When the students went 


ahead regardless, a show of force by security 
guards and policemen was staged. 

(5) No elections have been held to the 
Port-Graduate Students' Union (PGSU) 
though students have been regularly paying 
the union fees. 

(6) There is no students' council to air 
students' grievances. 

(7) Access to the vice-chancellor is denied 
to students. 

The pro vice-chancellor, V N Gupchup, 
asserted, “we are not controlling the views 
of the students". But in some respects he 
only confirmed the students’ grievances: 
“We stopped the sale of Challenge because 
they used to set up counters for the sale 
of the magazine". What was so wrong 
about that? If the counters caused any 
obstruction appropriate alternative sites 
could have been arranged. According to 
students, Gupchup himself had in their 
presence ordered the deputy registrar to 
'take action' against students who sold the 
magazine. “When we asked him whether 
we could distribute the copies, he said we 
would have to give an application and a 
committee would look into the matter.” 

Students allege that they were asked to 
submit applications for permission to collect 
funds for Latur earthquake victims and 
there was no response to the applications 
even after two and a half months. The pro 
vice-chancellor as well as the librarian 
denied any ban on meetings in the library. 
They were ‘unaware’ of the meetings in 
the first instance. 

Here is an appropriate case for an inquiry 
by one of the civil liberties bodies. 
Universities we ‘state’ within the meaning 


of Article 12 of the Constitution and their 
authorities are bound by the chapter on 
fundamental rights in the Constitution. That 
includes the fundamental right to freedom 
of speech and expression embodied in 
Article 19(1 Xa). 

Section 43(1) of the British Education 
Act, 1986 provides an apt parallel. It 
deserves in co rpor at ion in our University. 
Acts. It reads thus: “Every individual and 
body of persons concerned in the 
government of any establishment to which 
this section applies shall take such step* 
as are reasonably practicable to ensure that 
freedom of speech within the law is secured 
for members, students and employees of 
the establishment and visiting spoken.” 

It may be recalled that the authorities of 
Maharaja's College, Emakulam, had ordered 
the suspension ofthe priming and distribution 
of the college magazine for 1984-85 a few 
days after it had been formally released at 
a function at the college auditorium on 
September 10,1985 (see this writer's article 
on ‘Students’ Magazines', Economic and 
Political Weekly, October 19,1985. p 1768). 
The principal of the college had taken 
exception to the Malayalam translation of a 
review by Mridula Sood of a PUCL report 
on the Delhi riots published in Indian Express 
or December 9. 1984. 

The problem arises because college 
authorities are generally the ‘publisher* of 
college magazines and Section 7 of the 
Press snd Registration of Books Act. 1867 
provides for a legal but rebuttable 
presumption that the editor or publisher 
shown to be such in a journal shall be held 
(unleu the contrary be proved) to be editor 
or publisher of “every portion of that iuue”. 
No editor or publisher can be held 
accountable for every portion. In any cue 
this 127-year old statute calls for a review. 
The ingredient of actual knowledge or mens 
rea should be written into S 7. 

That apart, the wider question of students' 
rights must be tackled in earnest, ft goes 
without saying that no charter would be- 
complete which does not provide for students' 
duties u well. In this exercise issues that 
commonly arise such as police entry on the 
campus must alio be addressed property. 
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Graph A: Daily Tor- Bud Quotations or Call Money Rates Scmwin, 
Novbm*£* and Dgcemrer 1994 



market operations; Rs 1,000 crore as two 
instalments of subscription to the 8-year 
partly-paid new GOI security; subscription 
to the UTl’s (JS-64 rights issue anticipated 
at about Rs 3.600crore; PSU disinvestments 
amounting to Rs 2,500 crore; and advance 
tax payments'dueon December 15, variously 
placed but likely to be between Rs 2.500 
crore and Rs 3.000 crore. Besides, bank 
credit to commercial sector has suddenly 
begun an uptrend. While it has been on the 
rise since October, the rise in December has 
been much more phenomenal. Between 
October 14 and November 11 bank credit 
expanded by Rs 3,990 crore but between 
November II and December 23 it increased 
by Rs 6,737 crore; in the latest fortnight 
ending December 23 alone there has occurred 
an expansion of Rs 5,092 crore. All these 
have happened when the deposit resoures of 
banks have stagnated. Added to the strained 
liquidity situation, the 85 per cent of the 
prescribed cash reserve ratio that banks are 
expected to maintain on a daily basis from 
January 7 has prompted banks to be cautious 
and remain liquid. As such, rather than getting 
locked up for a three-year period, banks 
have preferred to get their cash back by not 
converting their t-bills holdings. Toan extent, 
this may also have been induced by the 
desire to subscribe for the forthcoming mega 
capital issues. 


By the third week of December, bankers' 
apprehensions regarding the liquidity 
tightness in the market were proved right. 
For, banks sold considerable amount of t- 
bills towards the end of December. On 
December 30, in 14 deals Rs 168.43 crore 
worth of 364-day t-blils maturing between 
January 6 and September 1,1995 were sold 
outright, whereas 23 repo deals in 364-day 
t-bills maturing between January 20 and 
December 8, 1995 totalling Rs 392 crore 
were recorded in RBI’s SGL transactions. 
There were even distress sales noticed 
according to which banks sold 364-day 
t-bills maturing on January 6 at YTMs 
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varying from 15.04 per cent to m high as 
29.92 per cent. 

n 

Market Developments 

Firm!no Ur of Call Money Rates 

It looked as though both the market as well 
as the authorities were caught unaware of 
the impending wide gyrations in call money 
rates and the dizzy heights to which they 
climbed. The first nine days of the month 
formed the part of a reporting fortnight 
(ending December 9) when the call rates 
remained in the range of 5-7 percent though 
there were brief intra-day spells of higher 
call rates of7.25-7.75 per cent on December 
7 and 8 mainly due to hectic last minute 
attempts at covering CRR by some of the 
private banks and small-size nationalised 
banks which have of late become active in 
the call money market. Rates finally tell to 
as low as 0.5-2 per cent on the repotting 
Friday which was in contrast to the high 
rates prevailing on both the reporting Fridays 
of November. 

- The next fortnight, however, began on a 
firmer note with rates going up to 12 per 
cent on the very first day (December 10) and 
gradually moving upward to reach 13.50 per 
cent on December 13 and 13.25 thereafter 
till December 16. The tightness in the call 
money market (hiring December 10-12 was 
partly the fall-out of the artificial scarcity 
created by the special instructions to SBI not 
to circulate the float funds generated out of 
the subscription for PSU disinvestments. 
The overall hardening of call rates was also 
pepped up by heavy borrowing by foreign 
and private banks. Apparently the lending 
banks have not yet worked out clear exposure 
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Table 2: RBI’s Reel* chase (Kero) Auctions 

' (Rupees in crore) 

Date of Repo _BirtfiTflrirri_ _Bute Accepted— Cut-off 

Auction Period in No Face Value No Face Value Repo Yield 

No of Days (Amount) (Amount) Rmc (Per Cent) 


Table I; Call Money Rates 
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hems 

25(RF) 

18 

ll(RF) 

4 

30 

23(RF) 

16 

9(RP) 

2 

Weekly range 

11.25-0.25 

9.50-11.25 

6.00-19.00 

5.25-9.25 

10.25-50.00 

1.00-0.25 

13.50-11.50 

7,75-0.25 

6.50-5.00 

Weekend (Friday) 

2.00-0.25 

10.50-11.25# 

11.00-6.00 

5.25-9.25* 

3.00-50.00 

2.50-0.25 

I3.2S-II.75 

2.50-0.25 

6.50-5.00 

Weekly weighted average 

8.11 

9.84 

7.41 

7.08 

M 

7.40 

12.10 

5.55 

8.16 

DFH1 icndmg rates (range) 11.25-2.50 

8.50-11.25 

5.83-11.0 

3.30-9.25 

IM 

IIJO-I.OO 

11.00-13.00 

7.30-1.50 

It.00-5.43 


Notes-. * Friday and Thursday being holidays, Wednesday data. 

na * not available; <* Friday beiag holiday, Thursday data. 
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Securities - Weighted Average for the Week Ended December 1994 



Graph C:Ynu»CuevrefiOR 364-Dav TtaueuRvBuiAMe 001 
locuwim - Wmim Avhmoi for Dkmm 1994 



Graph E; Yirld Curvmfor Dated GOi Stcvurm am> Stats 
Government Sacwmet - WoaHTto Avbraoc for Prom 1994 



limits for lending to private banks and hcocc 
were either iducttnt to lend loo much or wore 
te n di n g only at high Met. Apart from these 
special factors the hardening of call Mes was 
reflective more of an underlying liquidity 
dry-up in the tyttgbt. as explained earlier. 

With the call rates remaining high, some 
banks In desperation but having export credit 
exposure tapped the RBI window for export 
refinance at II par cent which was lower 
than the prevailing call ralea(withRBI credit 
to banka galloping by Ra 4^84 crore in one 
weak ending December 16). Abo, ready- 
ferwatddeefrtaJ64-dayt-bittiaodperre«aad 
muhm w«i nma n mri whii 
dea l t worth ofRa 883 c rore being tra ni a ct a d 
thuteg the week ending December 16. 
Kncovming from dm (books of dm ccmn 


period, banka have learnt to use the repo 
rouse when the call tame rule high. Abo, in 
the rituarioo of a s enaabie for liquidity, 
everyone had t u rned eeiien of gflts and 
banka were finding it very difficult to locatt 
buyers for arh securities. Repos therefore 
b ec a m e a preferred option, cleo aa a hed ge , 
particularly when gika faced re ve re setting 

The Mowing week ending on reporting 
Pridny (D e cem ber 23) ex pe ri ence d gradual 
eofteningcfcaMraaea.0ntlereiimcrJ7.caa 
rme i opened oh a firm note mil JO per cent 
and h overed around 6 to 10 per cam on 
December 19. This tebeivety high rare wee 
mainly due to km edmne b orrow i n g by 
eonre foreiga banka re cover dmir CRR 
laqnimnmnta. The cafl cares dmn marred 


earing when it renehad the range of (L2S- 
2J0 per cere on the reporting IVMqr.Whh 


this, there was age 

mereleayaamaoammme 

Homer, Ac i 

taifcsi expe ctadwm were 

behed when the cad nan marred going tree 

a duty sped dun! 

ag the eem of dre reoadk. 

On December 24.1 

mi resetapmedaaefhtm 

tone at 1023 parr 

mm and drereaflnr marted 

mokta|M|tNrM 

ipt each day: 12 par cam 

on December26. 13.25 per oentea December 

27,18 per cam on 

December 2S. 32 par cam 

otDnatoSi 

md Mknr aoamingre S3 

par cent oeDaoms 

ber 30 wbb uneoriRmred 


an *3 par cant on dneSre 

Daring Par eamar 

24-30. dm Ite cad met 

were dee refDdmi 


| 
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V 

The Sephis programme is concerned with 
comparative research on the history of 
development. It invites scholars from the South 
to make critical reassessments of development 
trajectories, their origins, course and effects. 
Under the overall theme Historidsing modernity 
and development, Sephis endorses historical 
research on the following subthemes: 

1. The forging of nationhood & the contest 
over citizenship, ethnicity and history* 

2. ‘Equity, economic and social transformations' 

Under these subthemes the Sephis programme 
wiH give special attention to the search for new 
identities in the South and the meaning which 
categories such as class, community, religion, 
ethnicity and nationhood have for different 
groups of people in the South. The first . 
subtheme focuses on identities and the second 
on problems of equity, in the context of 
economic and social transformations which have 
attended the advance of modernity. 

♦ Fellowships for Post-Doctoral Research 

• 

In 1995, five fellowships are available for Post¬ 
doctoral research. Funding will be provided for 
travel and research costs, and salary according 
to local standards. These fellowships extend 
from a minimum of three months to a maximum 
of two years. EHgibUity. Scholars who received 
their PhD degrees preferably within the last five 
years and who are employed by or affiliated to 
a University, a research institute or development 
agency in the South. 

♦ Grants for PhD Research 

In 1995, ten grants are available for PhD 
research. PhD Grants wfli be provided for a 
period from one to three years. Hie proposal 
must indude a period of research and should 
make clear that the applicant can realistically 
complete his or her draft thesis In the given 





The South-South e x oha ngs 
p rogra mm e for isss arch on the <1 
history of devel o pme n t 


time. Salaries are not normally inducted in 
Sephis PhD grants. Eligibility: PhD students 
enrolled at a Southern university, who are 
supported by their institution. 

♦ Application for these grants should Include: 

- a research proposal (maximum of 5000 
words) inducting a timetable (applicants for 
Post-doctorai fellowships should indicate the 
form of publication (book, artide, etc.). 
Applicants for PhD grants should indicate the 
period needed to complete the draft thesis]. 

- an academic curriculum vitae 

- a letter testifying to institutional affiliation 

- a copy of the PhD certificate (for Post¬ 
doctoral fellowships) 

- names and addresses of two referees 
(inducting telephone and possibly fax and 
E-mail numbers). Applicants for the PhD 
grants should also include a letter of 
recommendation by their thesis supervisor. 

- preferably, an example of the applicant’s work 

- a budget 

Research proposals will be selected by the 
Sephis Steering Committee, which consists of 
historians from different regions in the world. 

The applications will be evaluated according to 
quality, relevance to Sephis themes, 
comparative potential and contribution to 
South-South cooperation. The application must 
be received before April 30, 1905. 

♦ The application - and all requests for infor¬ 
mation about the grants programme - should 
be sent to: 

Sephis Grants Programme. 

Faculty of History & Art Studies, 

Erasmus University Rotterdam, 

PO Box 1738, 3000 DR Rotterdam, 

The Netherlands 

E-mail: Bosma O sephle.fhk.eur.nl, 
Telephone + 31104082404 
Teletax + 31104524503 
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B ftoni %itb Mine 6f (hem even 
!eg from fheteftn money market, (Hi) 
rfenct of SB I as a major borrower 
north-end demands for oil/defence 
Is, and (fv) an air of uncertainty 
ng the possibility of upward 
enl of the general interest rate 
; in the wake of inflationary spirals. 
Apan from repetition of large repo 
transactions on December 29 (Rs 761 crore) 
and on December 30 (Rs 384 crore). the 
volatile and high call rates also forded quite 
a few banks to lap rupee export credit 
refinance from the Reserve Bank again. 

The call rates dropped to 23 per cent 
towards the mid-day of December 30. Some 
dealers report that this decl inc was on account 
of the SBI moving back as a lender in a big 
way. Rates dropped further to 20 per cent 
later in the afternoon when the Reserve Bank 
injected Rs 2,000-2,300crore into the market 
rthrough DFH1/STCI; the rate remained at 18 
l per cent in the closing hours of Friday. 

In another significant development, the 
traditional lenders, viz, financial institutions 
(FIs), turned borrowers for the first time in 
the term money market in which they were 
allowed to participate as borrowers in October 
1993. Earlier, they could participate in the 
money market only as lenders. In the credit 
policy of October 1993 the RBI had allowed 
jFIs to participate also as borrowers up to on 
-aggregate limit of Rs 1,000 crore with the 
fjlBI fixing individual limits for borrowings 
from time to time. The leading institutions - 
JDBI. ICICI and IRBI - have reportedly 
tapped the market, although the reasons for 
their turning borrowers were not clear; 
-presumably, they wcrelrying to bridge short¬ 
-term gap between demand and supply. Ir may 
|be noted that IDBI's mega issue of Rs 2.400 


crore was scheduled to Up the market in late 
January (which has since been postponed). 

The call money market behaviour in 
Dec ember and the causes thereof are similar 
to those that occurred earlier in September 
1994. Absorption of liquidity in 10-year 
state development bonds, as also the second 
Instalment of advance tax payment by 
businesses, had resulted in liquidity squeeze 
in September giving rise to wide fluctuations 
in call rates. A series of bulk transactions 
as explained above brought about a liquidity 
crunch in December giving rite to similar 
gyrations of call rates. Due to an acute 
resource crunch, DFHI’s call money rates 
were much higher in December than in 
September. The money market behaviour 
also has had its repercussions on the domestic 
foreign exchange market, though somewhat 
dilTerently on two occasions. In September 
the banks short of rupee funds sold dollars, 
which sent the swap premia for the dollar 
in the cash/spot and tom/spot markets 
zooming. Banks were even borrowing dollars 
from their overseas branches and nostro 
accounts and selling them in the swap market 
in India, essentially because of the large 
arbitrage possibilities that obtained then as 
a result of the wide differentials between 


domestic and international imerest rates. 
While the average of the annualised forward 
premia in the spot/cask market for the middle 
two weeks of Septemeber touched 20.94 per 
cent and 17.20 per cent, respectvely, the 
corresponding premia for the six-month 
period remained at 1.68 per cent and 2.23 
per cent. Contrariwise, in December there 
was a large demand for dollars due to the 
month-end/ycar-end release of foreign 
exchange for oil and defence purchases 
combined with the slower pace of inflows 
following rising import surpluses, reduced 
portfolio investment by Fils and GDR funds 
kept abroad. As a result, the forward premia 
for the term contracts (3-month and 6-month) 
were higher than those for the spot/cash 
deals (see ‘Current Statistics’. EPW, January 
7, 1993). Instead, the rupee depreciated to 
an extent against the US dollar almost 
throughout the month with the RBI’s 
reference rate ruling somewhat above the now 
near two-year sticky rate of Rs 31.37 per US 
dollar, even though The dollar has been 
depreciating against other major currencies. 

Developments in December suggest that 
the market players are gradually becoming 
more sophisticated by resorting to fresh 
instruments even as the authorities are 


Tabu 4. Auctions or 164 -Day Tbeasiwy Bills 


Date of 
Auction 


1993 

December 7 
December 21 

1994 

December? 
December 21 


Bids Tendered 
No Face Value 
(Rs) 

77 2193 

105 3483 75 


Pace Value 
(Rs) 


I Rupert m truer) 

Cat-off Cat-off 
Pncc Yield Rate 

(Per Gem) (Per Cent) 


Table 3 Auctions of 91-Day Tbeajuby Bills 


of 
Auction 


Notified 

Amount 


Bids Tendered 
No Face 
Value 
(Rs) 


Bids Accepted 
No Fact 
Value 
(Rs) 


Subscription 
Devolved 
on RBI 
(R») 


Cut-off Cut-off J 
Price Yield 
(Rs) Rate 
(Per Cent) 


(Rupees m crore) 


ffiasdatigsLS- 

With Oacstdc 
RBI RBI 


December 3 
December 10 
December 17 
Dcacmbcr 21 
December 30 
94 

December 2 
December 9 
December 16 
December 21 
December 3d 


97 90 

838 

3255 14 

60.00 

3195 14 

98 03 

804 

3436 73 

6000 

3376.73 

9803 

7.96 

3313 23 

60.00 

3251 23 

96.08 

7 83 

3461 23 

6000 

.3401.23 

98.09 

779 

330000 

6000 

3240 00 

97 60 

900 

3296TB 

105150 

2244 50 

97.71 

9„37 

289600 

1091.25 

1804 75 

97.62 

9 75 

249600 

654 25 

1841 75 

97.$0 

9.M 

229600 

654 25 

164175 

97.50 

10.26 

2096.00 

437.25 

1668.75 


'*■ Pigumt ia brackets represent nasabers and amoaMs of aon-competinv* Ms which are not mctaaM m du Mai. 
• OuMMdMg ameutt are estimated tor all weeks of DaceaAer 1994 
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Descriptions _ Week Ending December 1994; Yield to Maturity on Actual Tradine _ Tool for the Month 




.K> 



23 


16 


9 


2 


of December 1994 


Amt 

YTM 

CY 

Amt 

YTM 

CY 

Amt 

YTM 

Amt 

YTM 

Aim 

YTM 

Atm 

YTM 

CY 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

(10) 

(II) 

(12) 

113) 

(14) 

(15) 

(16) 

1 Treaaary Bills 
















A 91-Duy Bills 
i) Dec .1. 1994 

. 

. 


. 

. 

. 





1 02 

5.01 

1.02 

5 01 


ii) Dec 31. 1944 

► 

- 


8.00 

690 

- 

. 

. 

- 

- 

- 


8.00 

690 


iii) Jon 7. 1495 

0.85 

8.27 


* 

• 

* 

. 

- 


. 

* 


0.85 

8 27 


iv) Feb 25. 1995 

- 

- 


- 

- 

- 

- 

- 

1,31 

951 

- 


1.33 

9 51 


Sub-lmal (volume) 

0 85 

8.27 


8.(8) 

6.90 

- 

- 

- 

1.13 

951 

1 02 

5 01 

II 20 

7 14 


B 564-Day Bills 
il Dec 9. 1994 


. 



. 




10.00 

7 48 

5 

7 98 

15(8) 

765 


ii) Dec 2.1. 1994 


- 


8(8) 

12.20 

- 

25.(8) 

10.41 

5 00 

9 97 

- 


3818) 

1073 


iii) Jan 6. 1995 

170 40 

16.95 


1.09 

1069 




- 

- 

13 

9 47 

204 49 

15.71 


iv) Feb .1. 1995 


- 


- 

- 

- 

28.(8) 

10 42 

15(81 

10 12 

80 

9 47 

123 (8) 

977 


v) Feb 17. 1995 

7.50 

9.88 


35.(8) 

10.22 

- 

17.55 

10 61 

26.64 

11.13 

15.7 

962 

122 39 

10.28 


vtl Mar .1. 1995 


- 


- 





- 

► 

21 

9 72 

21.(8) 

9 72 


vii) Mar 17. 1995 

0.78 

10.8(1 



- 

- 

- 


48 (8) 

10 22 

40 

9 97 

88 78 

10 12 


viii) Apr .1. 1995 

- 



- 

■ 

- 

- 




5 

tool 

5.(8) 

1001 


■X) Apr 28. 1995 

29 58 

12 17 


28 (8) 

1052 

- 

50(8) 

II 32 

17(81 

10 24 

1 9 

10 22 

126 48 

II 18 


X) May 12. 1995 

woo 

II 48 


2806 

10.11 

- 

10(8) 

II 49 

0 KO 

y mi 

V) 

9 82 

103 86 

10 68 


xi) May 26. 1995 

- 



- 

- 

- 

25 (8) 

11.47 


- 



25.(8) 

II 47 


xii) Jun 9. 1995 

4(81 

II 72 


10.18) 

12.39 

- 

10(8) 

12 16 

1018) 

10,57 

20 

9 93 

54 00 

1109 


xni) Aug 4. 1995 

5 00 

It) 65 


5 (8) 

II 07 

- 

65(8) 

II 81 

50 (8) 

10 80 



12518) 

II 33 


xiv) Aug IK. 1995 

5.(8) 

II 04 


70 (8) 

II 04 

- 

50181 

II 85 

5(8) 

10 82 



1V) (8) 

II 34 


xv) Sept 1. 1995 

116.(8) 

12.62 


85.50 

11 60 

- 

115 (8) 

12 07 

11(81 

10 57 

5$ 

10 07 

184 50 

II 80 


Sub-total (volume)' 

.171.26 

14 14 


270 65 

II 07 


195 55 

11.57 

2(8)44 

10.19 

326.60 

9 72 

1566 SO 

II 61 



2 GOI Doted Securities 

A Convened (Per Cone Year) 


0 12.(81. 1995 

55.67 

II (II 

11.92 

55 00 

10 97 

II 91 

Kil (XI 

10 92 

15018) 

10 58 

- 


140 67 

1079 

II. 89 

ill 12 75. 1996 

12.50 

II 15 

1252 

21 25 

II 13 

1251 

15(8) 

10 92 

4518) 

10 33 

20 

10 40 

111 75 

1066 

12 43 

III) 12(8). 1999 


. 


2(81 

II 12 

II 66 

12(8) 

II 01 

10 00 

II 01 



24 181 

II 02 

1162 

iv) 11 75. 2(8)1 

5(8) 

II 69 

II 84 

5.(81 

11.19 

II 56 

I5W) 

II 14 


- 

160 

nr 

185(8) 

11.29 

II 51 

v) 12 50.2(8)4 

108(81 

12 17 

12.29 

7.(8) 

11.89 

12 HI 

20.(81 

11.82 

12018) 

11 83 

11 

II 69 

268 (X) 

11.96 

12 15 

Suh-ioial (volume) 

181.17 

II 71 

12 IK 

90 25 

II II 

1204 

142(8) 

II 10 

125 (81 

II 02 

19118) 

II 21 

931 42 

II 22 

1195 

B Regular (Her Ceni 
i) 11.64. 2(88811) 

Yean 

8 1 " * 










10 

II 07 

10(8) 

11.07 

11.36 

ii) 1.1.31.2(8)1 


- 

- 

- 



- 

. 

. 

. 

10 

II 50 

10(8) 

It.50 

12 r 

in) 11 55, 2(8)2 

- 

- 

- 




. 


- 


II 25 

II so 

11.25 

II 50 

II 41 

ivl 11.50.2(8)7 

5(8) 

12 08 

II 95 




. 


5(8) 

II 98 

- 

. 

10(81 

1203 

11.91 

v) 11.50, 2(8)8 




5 (81 

12 40 

12 21 







5(8) 

1240 

1121 

\i> 11.50.2011 

5(81 

12 48 

12 19 

- 

- 

- 




- 


. 

SOI) 

12 48 

12.19 

Sub-total (volume) 

10(81 

12 28 

12 17 

5(8) 

12 40 

1221 



5 00 

II 98 

31 25 

II -36 

51 25 

II 70 

II.S4 

‘A+Bl* 

|9| 17 

1 1 76 

12.18 

95 25 

II 17 

12 05 

142(8) 

11.10 

13000 

II 04 

224 25 

II 23 

982.67 

11 24 

1194 

C Zero coupon (Her Cent Year) 
1)0(8). 1999 



. 



10(81 

II 16 

30 16 

II 21 

?! 

1140 

*2 16 

11 21 

10.77 


U RBI’s Open Market 
Operations (Her Cent. Ycarl 


1) 12.00. 1999 

- 


- 

- 

- 

10 07 

11 00 

10 07 

il no 

11.61 

11)1175.2(811 0.10 11.31 

11.52 


- 

- 

- 

25.00 

1131 75 

1131 IOUIO 

II 31 

II 52 

(A+B+C+Dl 19127 1176 

12 18 95 25 

II 17 

1205 

152 

II 12 

39.5.23 

II 07 321 25 

II 24 115.5(10 

II 25 

II 84 

3 REPO dr 

i) 91-Day T Bill 30.00 

* 

- 

- 


- 


. 

10(81 



ii) 364-Day T Bill 913 00 

• 216(8) 

- 

- 

. 


285.(8) 

. 

1434(8) 


- 

iii) Govt Sccuntics (Per Cent. Yean 

12.00. 1995 24 00 

12(81 70 00 

* 

II 97 

- 

- 



9400 



12.75. 1996 245.00 

12.75 

- 

- 

a 

- 



24500 

► 

- 

12.00, 1999 10.00 

1200 

- 

- 

. 

- 


- 

- IQ Oil 

> 

- 

12.50.2(KM 278.00 

12.50125(81 

- 

1246 

15 00 


125 00 

- 

• 54 3 00 


- 

Subtotal! volume) 1.500 00 

411 (8) 


- 

15(8) 


410(8) 


2356 00 



47 Excluding RBI’s 14-day repos ' 

4 State GnvtSccnrWea (Per Cent: Year) 

8.25 14 K SDL 1995 

- 

v 

- 

0.06 

669 



006 

66« 

817 

7.50 Mah SDL 1997 

• 001 

6 85 

7 19 

- 




001 

6*5 

7J9 

9.75 Mah SOL 1998 

- 0.01 

8.77 

9.47 

.. 


009 

878 

tilt) 

*7» 

947 

975 TN SDL 1998 

• 

- 

* 



006 

10.98 

006 

10 98 

1013 

9.75 Bihar SDL 1998 

- 

- 

- 



0,02 

10.56 

002 

10 56 

1000 

13-50 Bihar SDL 2003 

- 0.04 

II 60 

12,27 



- 

. 

HIM 

It 60 

12 27 

13.50 Mah SDL 2003 

- 0.08 

11.22 

12.03 



a 

* 

1108 

11-22 

12.01 

1350 A P SDL 2003 

- 1,30 

11.62 

12.21 





( 50 

1162 

1228 


/Cmkb 
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Detcriptions _ Week Endinx December 1994: Yield to Maturity on Actual Tradint _ Tool for the Month 
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(1) 

Amt 

(2) 

YTM 

(3) 

CY 

(4) 

Amt 

(5) 

YTM 

<6) 

CY 

(7) 

Amt 

(8) 

YTM 

(9) 

Amt 

(10) 

YTM 

(11) 

Amt 

(12) 

YTM 

(13) 

Amt 

(14) 

YTM 

(15) 

CY 

(16) 

13.50 TN SDL 2003 


. 

_ 

. 

- 


0.07 

12.15 

. 

- 

- 

. 

0.07 

12.15 

12.62 

12.000 UP SDL 2004 

0.06 

11.56 

11.40 

- 

- 

- 

- 

- 

- 

- 

- 


-0.06 

11.56 

11.40 

12.50 Moh SDL 2004 

2.16 

11.90 

12.10 

- 

- 

- 

- 

- 

- 

- 

- 

- 

2.16 

11.90 

12.10 

12.50 WB SDL 2004 

- 

- 

- 

0.06 

11.56 

11.88 

0.20 

11.61 

- 

- 

- 

- 

0.26 

11.59 

11.90 

I2.50TN SDL 2004 
13 00 Moh 

3.00 

11.97 

12.15 

* 


- 

5.00 

11.95 

• 

“ 

* 

’ 

8.00 

11.96 

12.14 

SDL 2007 

13.00 Oriua 

0.01 

11.80 

12.07 

0,0.3 

12.20 

12.37 

“ 

* 

■ 

- 

“ 

- 

0.04 

12.09 

12.29 

SDL 2007 

11.50 Mah 

* 

* 

“ 

' 


* 

0.12 

11.80 

- 

* 

* 

- 

0.12 

11.80 

12.07 

SDL 2011 

- 

- 

- 

. 

- 

- 

- 

- 

- 

- 

0.01 

11.63 

0.01 

11.63 

11.62 

Sub-total (volume) 
Grand total (volume) 

5.23 

2070.61 

11.31 

11.52 1.73 

806.63 

11.31 

11.52 

5.45 

568.00 

11.31 0.17 

1007.17 

11.31 

0.01 

648.88 

11.31 

12.59 

5101.29 

11.83 

12.08 


(-) means no trading; YTM per cent = Yield to maturity in per cemage per annum; CY per cent = Current yield in per cent per annum; * Yield rates 
of these sub-groups of (-bills and dated securities have been used for the graphs. 

Notes: (I) Yields are weighted yields, weighted by the amounts of each transaction. 

(2) Current yield has not been worked out for treasury bills. 


(YTM c 10.4 per cent) on November 30 to 
Rs 102.21 (YTM = 10.92 per cent) on 
December 12 and further to Rs 101.50 
(YTM= 11.47 per cent) on December 20. 
Similarly, the price of 12 per cent 1995 
security which was Rs 101.40(YTM= 10.21 
per cent) on December 8 below the face 
value of the stock to reach Rs 99.90 
(YTM = 12.08 per cent) on December 30. 
This scenario is repeated in almost all other 
securities. The zero coupon 1999bond faced 
continuous decline from December 5 
onwards. The long duration securities, such 
as, 11.50 per cent 2007,11.50 per cent 2008 
and 11.50 per cent 2015 GO! stocks suffered 
considerable capital losses as their prices fell 
below their face value. 

(b) Yield Curve Behaviour 

A distinct fall-out of the current and 
prospective developments in the financial 
sector during December 1994,with severe 
liquidity strain, stiffening of the short-term 
rates and heavy demand for commercial 
credit, has been the distortion to an extent 
in the yield curve for government paper (see 
Graphs C and D). In fact an inverted pattern 
of yield curve has emerged towards the last 
week of the month of December 1994 with 
yields on 361 -day t-bills overshooting those 
for dated securities at the latter's longer end 
of the maturity order (Graph D). Even at the 
stage of primary issues, the difference 
between the cut-off yields for 91-day and 
364-day t-bills has been almost eliminated 
(Graph B). Interestingly, even the behaviour 
of the yield curve in respect qf the dated 
securities (taking the average of the 
transactions for the month together or 
separately for the last week qf the month, 
each as a surrogate for a point in time) does 
not appear to be a smooth one. Finally, there 
have emerged significant secondary 
transactions in state go v er nmen t securities 
whose yield curve do not show any tferious 
distortion. A comparison of the averages of 


the YTMs for central and state government 
securities is attempted in Graph E. 

(c) PSU Bonds 

Significantly, trading activity in PSU 
bonds remained subdued during the month. 
While tax-free bonds traded at an YTM of 
9 per cent, taxable bonds fetched I3.S per 
cent to 13.8 percent in the secondary market. 

(d) Commercial Paper 

The commercial paper (CP) market had 
been dull followinglhcOctobercredii policy 
announcement which disallowed banks from 
automatically restoring cash credit limits at 
the time a CP matures. CPs were quoting 
at 12-13 per cent-in the secondary market 
around the first week of the month. Towards 
the third week of the month the Reserve 
Bank issued a circular to banks setting a time 
limit of IS days for considering the 
borrowers' application for renewal of cash 
credit limits. With this, there may be a 
renewed interest in this instrument The 
market has already sent positive signals. 

The need for having a short-term 
instrument in the market forced the players 
to look for newer avenues. Plotting rate 
bonds (FRBs) with Revolving Underwriting 
Facility (RUF) and non-convertible 
debentures With such RUF were two such 
innovations introduced in the market during 
the month. Basically hedging instruments, 
these provided flexibility to issuers and 
investors in an uncertain interest rate <enario. 
The RUF gave the same comfort to issuers 
of FRBs and NCDs as that offered by a 
standby arrangement. In specific cases, the 
issuers issued less than two-year FRBs and 
NCDs and got then underwritten by banks 
for short term, say three months, duration. 
The bank would keep revolving this 
underwriting commitment every three 
months. The instrument thus has the 
advantages of both short-term as well as 
medium-term instruments. 

i 


In doing so, however, the issuers got away 
from both the regulators. SEBI and RBI - 
the requirement of credil rating of an NCD 
for above two years and the disallowance 
of underwriting of an issue by banks, 
respectively. It is understood 4hat both the 
regulators are now considering how to curb 
this hybrid that is out of the regulatory 
framework. It is desirable that both the' 
institutions reiterate their regulatory and 
supervisory concerns in this aspect. 

(e) Certificates of Deposit 

This insiripfcni appears to have almost 
remained dormant during the past few 
months. While there was no interest 
whatsoever in the instrument for 91-day 
duration, onc-year duration CD was quoted 
at around 11.50-11.75 percent. Whether any 
trading took place at this rate was. however, 
not known. In any case, banks are not loo 
enthusiastic about mobilising deposits ever 
since they have been on a spring-cleaning 
drive. In an otherwise dull CD market, there 
was, however, a sudden flash with the 
Corporation Bank deciding to issue a CD 
worth Rs 400 crore. Though reasons for the 
bank going in for such a large liability creation 
were not clear, it was certainly a move 
related to the growing liquidity crunch in 
the money market. 

(f) Inter-Corporate Deposits 

Inter-corporate deposits were available to 
P, companies for 30 days at 14-15 per cent, 
for 90 days at IS.2S-16 per cent and I8Q 
days at 16-17 per cent The squeeze on the 
funds being raised by corporates through 
GDR route which had, made the 
intercorporate market flush with funds over 
the past few months was indeed reflected in 
the firming up of the rates in this market. 
Funds which were available at 14-15 per 
cent were now costlier at least by one to two 
percentage points depending on the duration 
for which the funds were required. 


•0 
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End of Political Immobilism? 

AJit Roy 

The assembly elections in Uttar Pradesh had opened a new path when, 
in a triangular contest, the Congress and the BJP were simultaneously 
humbled. The results of the latest assembly elections in Andhra Pradesh 
and Karnataka are significant for the confirmation of the historical 
advance of this yearning for a third force. 

THE recently held polls for the four state led by the CP1(M) has been able to cut an 
assemblies which included the two major independent path to displace Congress rule, 
southern states of Andhra Pradesh and But this was successfully quarantined in the 
Karnataka have served to reveal some very eastern zone. Only the previous round of 
significantshiftsinihealignment of popular- state elections in Uttar Pradesh, the Hindu- 
political forces. This has in tum brought into Hindi heartland of the country, blazed a new 
sharp focus options before and criteria for path when in a triangular contest, both the 
choice by social segments and political actors. Congress(l) and the BJP were simultaneously 
Theoretically speaking, of course, the long- humbled. But it was considered to be more 
term validity of the revealed trends is open or less a singular achievement and the south 
to question, the next round of elections in was considered still to be a well-guarded 
five states in February may confirm, modify Congress(i) bastion. The latest results in 
or even completely nullify them. But the Andhra Pradesh and K amatak a are si gru ficant 
prospectsoftheirearly nullification are rather for the extension and confirmation of the 
unrealistic, as these shifts are the products historical advance of the yearning for a third 
of a long gestation period. It is rather more force. 

likely that the next Lok Sabha elections. It is of course possible to exaggerate the 
whether held in early 1996 or earlier this year, significance of the Karnataka and Andhra 

will be strongly influenced by the political Pradesh poll verdicts. The small number of 

shifts revealed in the past round of polls, scats won by the Congress!!) in these states 

The two most important revelations of is not a true reflection of its grass roots 

this round of elections are: first, the erosion strength. In Karnataka, the BJP has annexed 

in varying degrees, of popular support of the 40 seats to secure the second place in the 

Congress! I) in its recognised bastion, the house while the Congress tally is 36 only, 

two southern states of Andhra Pradesh and But the Congress! I) got 26 per cent of the 

Karnataka, and. second, the failure of the popular votes as against the BJP’s 19 per 

BJP to exploit the division of the anti-BJP cent. If the votes polled by Bangarappa's 

votes. Perceptive analysts have further Karnataka Congress Party is added to the 

noted or surmised two important shifts Congress!!) share, then the combined tout 

behind these two crucial developments, would he only fractionally lower than the 

namely, (i) the Congress! I) has alienated winning Jan ala Dal's tally of about 38 per 

a considerable section of its traditional cent. Hence, insofar as a shift in the 

support base formed by the dalits, adivasis consciousness of popular-political forces is 
and Muslims, (ii) the Muslim minority has concerned, the dominance gained by the 
opted for voting en masse for a third force progressive (rend is only marginal. 
vis-a-vis the Congressfl) and the BJP if and The rout of the Congress!!) in Andhra 
when adjudged to be a viable and credible Pradesh, however, is based on firmer ground, 

alternative to the Congressfl). Compared with the previous assembly 

All this in essence means that the elections in 1989, the Tdugu Desam Party 
immobilism that has been marking the Indian (TDP) has increased its share of votes by 
political scene since the Congress was about 7 percentage points to about 44 per 

wonted in eight states out of the then 16 cent. whiletheCongrcssfl) share ht* declined 

In 1967 is perhaps coming to an end. For by 14 percentage points to about 33 per cent, 

the last 27 yean, the Indian people have been In welcome contrast to Karnataka, the 

repeatedly trying to dislodge the degenerate Congressfl) toss in Andhra Pradesh has not 
'Grand Old Patty’ of Indian politics. They b en efi te d the BJP at all. whose share remains 
have so far succeeded in this effort a number unchanged at 3.4 per cent, 
of times in the states and twice at the centre, Prom another point of view, white the 
but only in the dubious company of Hindu electoral gains of the Janata Dal and the 
fundamentalist or Muslim sectarian forces. Tdugu Desam to Karnataka aad Andhra 
There have been except torn, of course, as Pradesh respectively repres e n t in the final 
inWcst Bengal md Tripura wherein the Left analysis their successes in forging a 


broadbased alliance of popular forces which 
particularly include the dalits, aefivasis and 
Muslims and politically articulate Left- 
democratic segments, the leading core in 
both the cases is formed by the middle 
caste and generally well-to-do farming 
communities, singly or in combination, la 
other words, although the humbling of the 
Congress(I)in this round of polls object! vdy 
represents an advance of democratic socio¬ 
political trends,the subjective consciousness 
and calculations of the leading forces of the 
winning formations are still generally 
ensconced in traditional idioms and digits 
of thought. 

N T Rama Rao’s promises of rice at Rs 2 
a kg and complete prohibition in the stare 
no doubt played an important role ia 
mobilising the rural poor and the wome n 
voters. Even if these promises are dismissed 
by their critics as irresponsible and 
unenforceable populist gimmicks, they 
nevertheless stimuiauedjustified and healthy 
aspirations of the masses and hence should 
be regarded as positive impulses. 

Yet. the rejection of the Congressfl) in das 
round reflects little more than an elementary 
democratic consciousness on the part of the 
voters. The failure of the Commiaustt m 
Karnataka, in spite of their linker with a 
section of the 1NTUC. clearly indicates the 
absence of Left commitments on the part of 
the voters. This also indicates a non¬ 
committal stance of the masses towards the 
crucial NEP. Although neither the 
Congress!!) nor the Janata Dal or the 
Communists made the NEPacentral or even 
major issue, the decline in the Confirm 
votes reflects at least the absence of any 
positive attraction of the NEPfor the people 
This conclusion is not contradtded by the 
relative successes of the Communists in 
Andhra Pradesh which is perhaps the joins 
product of their alliance with the Tetafu 
Desam Party and the decline of the 
Congressfl)'* appeal. 

The rejection of Kansi Ram’s Babujan 
Samaj Party by the Andhra Pradesh dalits, 
however, is not easily explicable The pasty 
contested 262 seats to secure a meagre J .26 
per cent of the polled votes. All but a few 
of its candidates forfeited their deposits, fa 
this stale with Ms high caste tensions, this 
dismal record of the party claiming to be (he 
l i berator s of the daliu cannot be the resell 
of the latter's oversight or mindfest reflex. 
The dab! masses were probably repulsed by 
the Babujan Samaj Patty leaders' lack of 
credibifity due to then various infantile antica 
V well as the tack of viability of the patty 
on account of the stwppobnsntian between 
the two mayor co n s t at a nti . 

The shock of the latest round of ejections 
has imparted many new impulses to the 
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: entire body politic. It has led to new stirrings 
within the Congress! I) and outside and 
opened up new options for the parties and 
the people. It has. as foreseen, led to a 
destabilisation of some kind of the Nanisimha 
Kao leadership within the Congress and 
adversely affected the creeping process of 
consolidation of the Congrcss(i) regime. 
This in turn has given rise to hopes for the 
emergence of u new centrist alternative to 
the Congress regime. 

Capitalising on the shock and disquiet 
in the Congress! I) and its support bases, 
the latent and simmering power struggles 
in the pany ha vc come to the fore. Combined 
with the vigorous offensives of the more 
confident opposition in parliament, the 
pressures of the perturbed ranks of the 
Congrcss(l) parliamentary party have 
succeeded in ousting three of the most 
tainted ministers. More enduring in its 
impact is the dramatic resignation of the 
union human resources development 
minister and the most persistent challenger 
to the Rao leadership. Arjun Singh. The 
Congress, and the nation, may now be 
faced with prospects of a choice between 
these two chief contenders. In making the 
choice they should not overlook some of 
the basic issues involved. 

Although he has all through his prime 
ministerial career been paying homage of 
sorts to 10 janpath. no one can afford lo 
overlook his thinly camouflaged struggles 
to come oul of the tutelage. It should also 
be noted that the first plebeian in the seat 
of power in New Delhi on behalf of the 
Congress, that is. counting out the hnef Lai 
Bahadur Shastri period. Nurasimha Kuo did 
tnitiatesomething likea weak glasnost. while 
Aijun Singh and some of his cohorts have 
not only been close to Madam, they can hope 
to upstage Rao only with considerable 
support from that quarter. This, at least 
initially, can only be a retrogression as it wil I 
certainly revive the grip of the imperial 
family on the power centre. It may. however, 
he argued, not without justification, that a 
short-term renewal of the 'Nehru-Gandhi' 
mystique may be conducive to its final 
extinguishment! 

Further, while neither Rao nor Singh can 
he regarded as epitomes of cleanliness in 
personal conduct, it is nor without 
significance that in the interest of power 
struggle the Rao clique did bring up the 
Bofors affair, while Aijun Singh's seven- 
page charges beet against Rao raises many 
worthwhile and justified issues hut skips 
over Bofors. 

Aijun Singh surely scores plus marks over 
Rao on two points: first, in his demands for 
the correction of Rao's soft Hindutvavad 
and, second, alleviation of the adverse i mpact 
of the NEP on the poor and the marginalised. 
While credit should be his due for the first. 
Jhe second is not substantially different from 



Rao's own advocacy of a middle path. 
Moreover, ihc fundamental question about 
the NEP is not merely a further 
impoverishment of the poor. It is the 
comprehensive question ofits pervasive and 
perverse impact on the nation's political and 
economic sovereignty and of safeguarding 
the country from an inevitable cultural and 
intellectual degeneration. Judged this way. 
the difference between Rao and Singh is not 
wide. Unless Arjun Singh can be pushed 
further so as to cut the tie-up with 10 Janpath 
and to call for a reversal of the policy of 
surrender to the process of globalisation 
under the auspices of the globul MNCs and 
their agencies, the option will amount to 
almost a choice between tweedledum and 
tweedledee. 

The choice for the Congress apart, the 
prospects of a choice between the Congress 
and a centrist alternative is obviously much 
more important. Judged hy the present 
portents, the hope of reduction of the 
Congress to a small minorily in the next 
Lok Sabha is not unrealisahlc. Indeed, it 
can very well end up with about 100 MPs. 


that is, comprising about 70 MPs from the 
south as in 1984 and about 40 MPs from 
the north os in 1989. In order to make this 
a reality, the period from now oh till the 
coming Lok Sahha elections has to he 
utilised for uchicving three major 
objectives: 

First, a broad consensus on national 
policies covering the entire range of issues 
among all the centrist forces, big or small. 

Second, some solemn and firm 
commitment by the various aspirants for the 
top post to abide by a declared procedure 
for the selection of the person. 

And third, a serious attempt to build up 
a Left consolidation as the fulcrum for the 
new line of development. Ihc central thrust 
of which has to be a skilful but determined 
struggle against the process of globalisation 
under the global MNCS. 

Unfortunately, with the Jyoti Bu.su line 
emerging triumphant in the CPKM). there 
is no real possibility for the third requirement 
to be fulfilled. Hence, the coming period 
may perhaps witness a repetition ol another, 
failed. Janata experiment. 


UTTAR PRADESH 

Fresh Life for Uttarakhand Movement 

Amaresh Misra 

The CBI re/xirt on the infamous Muzaffumugar incident has pul new 
life into the Uttarakhand movement -at a time when the Mulavum 
Singh government ’.v record during its first year in office has come in for 
sharp criticism from all quarters. 


THE new year in UP politics came in the 
lorm of another discomfiture for the 
Muluyum Singh government - the much 
awaited C'RI enquiry on the inlamous 
Mu/.aftarnagar incident was finally oul. Il 
confirmed whu! many independent 
organisations and political parties hud been 
saying all along: that on ihc latal day of 
October 2, when men and women of 
Uttarakhand were going to Delhi to attend 
a rally, they were slopped and brutally 
assaullcdby the Uttar Pradesh police. Women 
were raped and men killed - the CBI report 
listed the number of ihc former at sc vc* The 
'official’ indictment put the nail on one ot 
the most gruesome incidents in the recent 
history of UP. which Mulayum Singh and 
his partners in Ihc BSP had dune all (hat was 
in their power todeny or suppress. It exposed 
not only the ubsymal human rights record 
ot the government but also its history of 
fraud and manipulation through which il hod 
tried to convert incidents like MuzafTomagar, 
Khatima. and Mussooric to its immediate 
political advantage. 


The CBI disclosures have infused new life 
in the Uttarakhand movement, which uftcr 
October 2 was becoming short on mass 
intensity. Political parties leading the 
movement have got a new stick with which 
lo beat the government, and the coming days 
are likely to witness a new phase of the 
movement, this time on a more organised 
political basis. At the same lime, whatever 
‘stability’ Mulayam Singh was able to acquire 
after Mu/uiff amugar has ulso evaporated and 
the chief minister is on the defensive. The 
whole issue has snowballed al a lime when 
Ihc government has completed a full year 
in office, and its record has come In tor 
strident criticism from all quarters ranging 
from the press lo political parties. The latter, 
ranging f rom the BJP to the CPUML), have 
all come out with their White Papers on the 
performance ol the government which have 
highlighted, apart from the iatlurc to fulfil 
poll promises, (he raw deal given to dulits 
and the poor amongst the OBCY The most 
backward sections, indeed, have stoned 
moving away from the ruling combine. 
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though their future courie remains 
unpredictable. * 

The CPKML) document, betides pointing 
out the complete failure of the government 
to distribute land, ensure minimum wages 
and guarantee the self-respect of the dalits, 
also laid sirens on some glaring enomalies 
of the regime. When it came to power, the 
-sugar mills and government bodies owed 
crores of rupees to sugarcane farmers. This 
issue erupted as a major scandal during the 
last BJP government’s reign, which led to 
tiring on peasants and fervent advocacy of 
the issue by Mulayam Singh himself. Now. 
after a year in office the chief minister has 
yet to offer anything substantial on the issue, 
and the state and the private sector still owe 
more or less the same amount to the farmers, 
the majority of whom come in the category 
of small peasants. 

-» Another issue which is causing serious 
concern is the growing power of the lumpen- 
mafia forces in the state. In fact, the 
implementation of the new economic policy 
in the stale by Mulayam Singh has come 
practically in the form of reckless 
privatisation, benefiting those with hoards 
ofblack money.undthc virtual 'liberalisation 
of corruption'. This, in turn, has unleashed 
anarchic forces in the economy and polity, 
the full impact of which will be fell in the 
days to come. 

Yet. despite all this, any imminent threat 
to the SP-BSP government by means of a 
constitutional coup d'etat looks unlikely. 
After the resignation of Ar/un Singh from 
the union cabinet, the Congress is divided 
as never before in UP. with N D Tiwan also 
joining Ihe unli-Rao bandwagon The 
appointment of Rao's trusted aide. Jitcndra 
Prasad, as the new IJPCC chief, too. has not 
dianged the situation - most of the 
Congressmen in the state remain opposed 
to Rau and the Mulayam Singh government. 
.. due to which Jitcndra Prasad also stuck an 
anti-Mulayam posture. Yet. the high 
command’s policy seems to be the same as 
before - that of opposing Mulayam Singh 
upfront while ensuring that his government 
does mil fall. It is possible that in the coming 
days the Congress may well withdraw its 
■"Support to Ihe govern mem. without however 
pushing things to a point where its survival 
becomes questionable. Mulayam himself is 
going to prove his majority on February I 
at the start of the new legislative assembly 
session, and in all probability he will survive 
| the vote. The Congress will try to effect a 
boycott by its members, and if a crisis 
develops, a new polarisation in the assembly, 
with the OB C members of the BJPsuppurting 
Mulayam. can also take place. 

For the Congress, however, the present 
turmoil in its ranks is less likely to subside. 
-. The revolt against the leadership of Rao is 
\ now no longer confined to my fringe group 
; but has encompassed the majority. Things 


are as yet not under the control of present 
UPCC chief, and tltere is s grouting 
polarisation amongst Congressmen as 
regards its future in the Hindi belt, particularly 
in UP and Bihar where the party is facing 
a real possibility of irrelevance and 
marginalisation. The coming together of 
Jagannath Mishra. N D Tiwari and Arjun 
Singh with the covert backing of Sonia 
Gandhi is an attempt to revive the Congress 
on the old basis, by weaning away the upper 
castes from the BJP and winning over the 
minorities and Ihe dalits by laying greater 
stress on the articulation of the OBC-dalit- 
minonty plank. Once again, the national 
level crisis of the Congress is emerging with 
the Hindi belt as its focus, and future 
developments here will ultimately decide 
the way of the party in the coming days. At 
present, the battle is being fought in the best 
traditions oi the Congress and within the 
strict limits ot the party, but after Ihe March 
assembly elections, the ongoing polarisation 
is expected to take a more concrete shape. 

But whichever way the Congress goes, a 
peculiar state of animated stasis seems to he 
gripping the parameters of UP politics. The 
Mulayam Singh government, despite 
prospects of ciHiiinucd rule for at least some 
time, is hardly giving any impression of 
consolidation. It is also losing populist appeal, 
and the BSP too has almost completely lost 
its high profile posture. By all accounts, the 
SP-BSP government isruling mainly because 
of the stalemate in Ihe earlier polarisation 
which propelled it to power, and the fact of 
a lack of on alternative. That is why after 
one year in power it is giving the impression 
ol neither, moving forwards’ nor 
‘backwards’. The BJP loo is caughi in ihe 
same bind, with neither new issues mu a 
political expansion coming to the tore. 
Amongst the left the CPKM) as before 
continues in its non-tuncuonal state while 
the CPI also has noi recovered from the 
political blow given by Mulayam Singh. 
This state in itself reflects the limits reached 
by the political.balance of social forces in 
the last elections. The state is currently 
witnessing a powerful movement of 
employees which, despite all etlofls by 
Mulayam Singh, has not shown any signs 
of breaking down on the basis of caste or 
other divides. In the near future, new issues 
arc likely to arise in the mainstream political 
agenda, and political parties arc gearing up 
for the challenge. 

The month of March is going to be a 
month of rallies in the state, but political 
observers arc keenly watching a proposed 
ralfy of the CPKML) in the second week of 
the month. After a long time a si got (leant 
independent rally ot the left is being hefd 
in the state; most of the previous rattles of 
the CPI and CP1(M) were either organised 
jointly by the centrist pasties on the issue 
of communatism. etc, or were mainly pre- 
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electoral exercises. The CPU ML) attempt is 
different because it is being held to open a 
space for a left alternative in the state at a 
time when there is a vacuum in the general 
left-democratic oppositional camp as well. 
The rally is attracting the attention of sections 
of the democratic intelligentsia, and a state- 
level organisation of progressive Muslims, 
the Muslim Forum, has also announced its 
desire to participate in the event. Especially 
after the infamous CBI raid on the premises 
of the Nadwa seminary in Lucknow, the 
student protest against which was led. 
incidentally, by the CPKML)-backed All 
India Student Organisation (AISA), the 
Muslim intelligentsia is also searching for 
an alternative The Urdu press in the state 
took pari' -'ar pains to highlight the 
involvem,. mthcNadwaaffairoftheAlSA. 
which also led a 2000-strong gherao of 
Mulayam Singh on December 2 on the issues 
of unemployment, privatisation of education 
and free education to dalits. The gherao led 
to an unprecedented confrontation with the 
Rapid Action Force (RAF) which led to 
many injuries and was widely covered by 
(he press An interesting sidelight was the 
wide participation of dalit andOBC students 
in the AISA programme. Prior (o this, in the 
last week of November the CPKML)'* 
women’s wing, the AU India Progressive 
Women’s Association (AIPWA). also held 
a I.OOO-strong rally (the firs! high profile 
programme of a women's organisation for 
ages in UP) in Lucknow, on the issues of 
equal propert y rights. 30 per cent reservations 
to women, constitution of a women's 
commission in the slate and atrocities against 
women all over the state, particularly ua 
Uttarakhand. 
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Karnataka: Elections and After 

V K Natrsj 


Deve Gowda, the new Janata Dal chief minister of Karnataka, is a 
leader with a mass base, but where he will find himself tested is as a 
political manager. The vokkaligas and the lingayats have established a 
hold over the party, but how long the acconunodation between them will 
last remains to be seen. 


THE election results in Karnataka have 
shocked the Congress and at the same time 
confounded political analysts. While no one 
belie ved that the Congress would romp home 
as confidently as it had done in 1989 this 
dismal showing was not expected either. 
The principal factor behind the Congress's 
loss of face is its abysmal performance as 
the ruling party, which started in 1990 when 
Veerendra Pali! was replaced by Bangarappa. 
More than preference for Janata it is a decided 
rejection of Congress and a stem warning 
to all parties not to take the electorate for 
granted any more. 

In the last three or four years Karnataka 
has witnessed governments whose 
functioning has been, to be charitable, comic. 
Bangarappa’s administration was full of 
massive shows of strength, scandals of 
corruption and whimsical transfers of civil 
servants with hardly any focused development 
strategy. Veerappa Moily, who succeeded 
him, secured the top post essentially because 
he hails from a minor community. It must 
have been thought by the Congress high 
command that soon after the Mandal 
judgment of the Supreme Court it would not 
do to have a chief minister from a dominant 
caste. This obviously carried little conviction 
with the voters. Within the party too 
dissidence was practically always visible. 

Two major policy landmarks were 
attempted by Moily. The first was an attempt 
to control capitation fee "in engineering and 
medical colleges. The government tied itself 
up in knots and admissions in 1993 were 
delayed for months. Ironically, the 
managements of private professional colleges 
went laughing all the way to their banks. 
Little was gained by this somewhat ill- 
thought-out intervention. 

- The second initiative of the Moily 
government was its attempt at reformulating 
the reservation policy which has been 
discussed by this writer in EPW (July 9, 
1994). The quick succession of orders and 
amendments was truly mindboggling. At the 
end of the exercise the government could 
offer nothing by way of ji substantial 
improvement on the Janata government’s 
order of 1986 which itself was no shining 
example of intelligence. The chief minister, 
while not grappling with dissidence, was 
busy claiming that he and his government 
had rooted out corruption. 


Thcdistribution of party seats too produced 
more than a fair share of problems. Several 
rebel Congress candidates got elected. Efforts 
were made to woo them to the Congress fold 
so that it could be the official opposition 
party. Right now it has 36 MLAs against 
the BJP's 40. But this ploy failed. There are 
rumours of vast sums of money having been 
spent by Congressmen to defeat their own 
party candidates. Moily's analysis of the 
electoral loss was simplistic. He tried to 
suggest that his party lost mainly because 
of its principled stand on communally 
sensitive issues. Perhaps he chose to forget 
that even Gundu Rao who had led the 
Congress to its first electoral loss in the state 
in 1983 had not taken the party to such 
depths as he has. 

Then there is the all-important question, 
what made the Janata Dal tick? JD supporters 
tend to argue that the results are a positive 
vote for the party, not merely a reflection 
of anti-Congncss sentiment. It is suggested 
too that the Congress found the entire Muslim 
vote alienated from it. The latter point perhaps 
contains some truth, although it alone cannot 
serve to explain the JD victory. It is true that 
Muslims perceived the Congress as a back- 
stabbing party with a deceptive secular 
appearance. Ayodhya apart, the fdgah issue 
in Hubli-Dharwad and the deaths resulting 
from the Urdu news rioting in Bangalore 
must have added their share of disaffection 
for the Muslims not voting Congress almost 
en bloc as they were earlier wont to. A 
significant factor was the unity which the 
JD projected. This was a big change from 
the scene a year or so ago when the JD gave 
every indication of being a house divided 
against itself. The coming together of Hegde 
and Deve Gowda in particular was a major 
positive factor for JD. And the party 
undoubtedly gained from not having been 
in power. Also, Hegde's plea to let the state 
unit alone was a wise move. 

The BJP has done very well, jumping 
from just four seats in the previous assembly 
to 40 now. Too much should not be read 
into the fact that the party has won fewer 
seats this time than the number of assembly 
segments where it had a majority in the 1991 
parliamentary elections. The electorate 
distinguishes between assembly and 
parliamentary elections rather better than 
many analysts. At least for the moment the 
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BJP ii being percefv& by the voters as a 
viabto alternative to the other major parties. 

It appeals to the Hindu sentiment which it 
never absent in most people. It pains from 
the posturing of the pseudo secular patties 
and leaders whose commitment to the cause 
of secularism is highly dubious. Not having 
been in power and being an organised outfit, 
the BJP appeals to the middle-classes’, 
attraction for discipline and ‘integrity’. 
Equally pertinent is the change in the 
complexion of the party. It is no longer a 
brahmin-dominated organisation. It is said 
that there is at least tacit agreement within 
the party in Karnataka that brahmins should 
be kept out of the party’s higher echelons. 

It is likely that this has not yet permeated 
into brahmin consciousness but it helps in 
wooing voters from the major communities.. 
There arc only five districts where the BJP 
drew a blank. ^ 

What of the future? The JD, after some 
initial infighting, elected H D Deve Gowda 
as the leader. This makes political sense for 
a number of reasons. The vokkaligas have 
not had a chief minister since the formation 
of the enlarged state. Also to be remembered 
is that K Hanumanthaiah took a statesman- ■ 
like decision by supporting the move for 
enlarged Mysore knowing that this would 
reduce his own caste (vokkaliga) to the 
second place numerically. Also Deve Gowda 
has campaigned tirelessly and is an able 
organiser. Hegde. a quintessential political 
being, did not contest the election. In fact 
he went underground mainly to avoid the 
pressures which would undoubtedly have 
been put on him from his supporters who 
are not small in number. Speculation was 
rife that despite not being elected, Hegde 
would be drafted as the chief minister, re¬ 
enacting what todk place in 1983. Hegde 
appears to have made up his mind well in 
advance against this. He must have known 
that if he became chief minister he would 
bebusyconstantly fighlingattemptstounseat ' 
him. It is said that during his chief 
ministership (1983-88) both Bommai and 
Deve Gowda never Ceased conspiring to 
unseat him. Also, he would have seen the 
ripples which would have inevitably followed 
if Deve Gowda had been denied the top spot — 
Above all, he has his eye on the south block 
in Delhi. In fact it wtu this ‘Delhi focus’ 
which contributed to hisdwindling popularity 
as chief minister. In the final analysis Hegde 
played a significant role in averting a 
showdown. What transpired was that JH 
Patel (now deputy CM) threw his hat into 
the ring. A frenzied mob of Deve Gowda 
supporters, suspecting that their leader was 
being shortchanged, created unruly scenes 
and forced its way into the secretariat. Much ' 
of their wrath was directed at Hegde who 
is often accused of being an ace manipulator, 
though in the present Instance he was, if Jr 
all, manipulating in Deve Gowda’s favour. 
DCve Gowda knew too that had Hegde tried 
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?•“■ "' 4wiker in K*m«k Ibrahim ha* been a 


I.H^amlmadopM^wfc^wHegde figure of controvcray and does not enjoy 
tor the ill-treatment.he wu subjected to. A a high reputation for probity. This h a 
routine policy enquiry has been ordered. The 


CM has stated that if his MLA son is proved 
to have been involved he will make him resign. 

This was nut a particularly auspicious 
beginning but there arc other somewhat 
disturbing portents ns Well. Practically every 
cabinet minister has started making policy 
statements. The statements are often at 
variance with one another. There are of 
course the usual grumblings about allocation 
of portfolios as also about Ml.As not inducted 
into the ministry. Mosi disturbing of all is 
ihc government's stand on reservations. Il 
is staled lhai the government will revert to 
the government order issued by the Janata 
government in I9K6 which hardly excluded 
any one. No lormaf ordei lias been issued 
as yet.’The party has also mu covered itself 
with honour hy making C M Ibrahim the 
president of the stale unit. While a chaste 


rather brazen effort to please the Muslims. 

DcvcGowda isa very hard working person. 
As PWD minister he wax known for his 
command of his portfolio. He is a leader with 
a mass base hut where he will find himself 
tested is as a political manager. The 
vokkaligas and lingayats have established a 
hold over the party but how long the 
accommodation between them will last 
remains to he seen. Equally important is how 
the Hcgdc loyalists will act. The one saving 
grace may he that the ruling party does not 
enjoyamussivemajority.Thatshouklprevcnt * 
the son ot triumphalism which ruins panics 
which have runaway majorities It is to be 
hoped that the new CM and his legislators 
appreciate this peculiar advantage. All that 
Devc Gowda has to do is lo compare his 
party's performance during I9K3-85 with 
that during the second phase. 


Should Women Be Ordained? 
Debate in Roman Catholic Church 

Jean D’Cunha 


’/Tie priestly ordination of women, which the Vatican firmly rejected 
through an apostolic letter last year, can only amount to fulfilment of 
Christian faith and practice, not a violation of il. 


IN a brief but emphatic apostolic letter titled 
'On Reserving Priestly Ordination to Men 
Alone', made public at the Vatican on May 
30 last year. Pope John Paul II declared the 
Roman Catholic Church’s decisive han on 
priestly ordination for women - ironically, 
shortly ufter 1,300 women deacons were 
made eligible for priesthood hy the Church 
of England. 

Central to the defence of an all-male 
priesthood is the Vatican's assertion of 
Christ's choice of apostles from among men 
alone. In accordance with this, the church 
has always bestowed priestly ordination only 
on men: the exclusion of women from 
priesthood is consistent with God's eternal 
plan for the church. The Pope also reasons 
that ’the fact that Ihc Blessed Virgin Mary, 
the Mother of God and the Mother of the 
Church, received neither the mission proper 
of the Apostles nor the Ministerial priesthood 
clearly shows that the non-admission of 
women to priestly ordination cannot mean 
that women are of lesser dignity, nor can it 
he construed ax discrimination against them” 
(text of apostolic letter quoted m 71k- 
Examiner, Bombay. June 2S. 1994). 

Hie current papal position is bolstered hy 
atradittonal male-centred Christum theology 
that baa legitimised an all-male priesthood 
!' on the grounds that god is mole, that Christ 


and his chosen 12 apostles were male, that 
it wus a mate C'hnsi who redeemed humankind 
by his death on the cross and that this 
redemptive acl ol love expressed in ihc Holy 
Eucharist (i e. the mass i is performed by male 
priests acting ‘in persona Chnsti’ 

It is further contended that white men are 
the heads ot women, women are created as 
helpers of men. unendowed with authority 
and the ability to minister. For biblical 
references to corrobtiraic ihis. is cited I 
Corinthians 11:3 which says. "Christ is 
Supreme over every man. the husband is 
supreme over his wile and God is supreme 
over Christ", or l Timothy 2:11-12 which 
reads. "Women should learn in silence and 
all humility. I do not allow them to leach 
or to have authority over men. they must 
keep qyid"; and I Corinthians 14:34-35 
which says. ‘Women should keep quiet in 
meetings. They are not allowed to speak, 
as the Jewish law says they must not he in 
charge. Il they want m imd out something, 
they must ask their husbands at home It is 
a disgraceful thing I or a woman to speak in 
a ('hurvh meeting.” 

The ordination of women, i beret ore. 
shake* the very fundamentals ol the 
sacrament ol Ordination compromising 
Chrixuon doctrine and creed, in the view of 
the trahttonahsis. 
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Such theotogica) elaboration ic anchored 
in the biologist ic Aristotelian world-view of 
gender identities and relations that believed 
that females are born from a defect in 
gestat kxt wherein the male seed that normally 
produces only a male fails to fully form. The 
result is a defective human being or woman, 
naturally and biologically destined to be 
physically weaker and morally and intel¬ 
lectually interior to males. This renders 
women unable to represent the fullness of 
human nature. She must he governed by mates. 

Writes feminist theologian Rosemary 
Radforth-Ruether, "Drawing heavily on 
Aristotelian anthropology.Thomas Aquinas, 
a normative theologian foi ihc Roman 
Catholic tradition, perceived the maleness 
of Christ as an ontological necessity and not 
just a historical tad .. As mates .ilnnc repre¬ 
sented the tufty human. Christ had lobe male 
to be the collective representation or head 
of humanity. It followed that women could 
not represent Christ and as ordination 
conferred leaching and dominion over others, 
and women were considered incapable of 
this, they could noi be ordained” 

I‘Catholicism. Women, Body and Sexuality' 
in Women. Religion and Sexuality edited 
by Jeanne Bcacher. WCC Publications. 
Geneva. 1990). 

Radforth-Rculhcr further wntes. ". . 
though this Thomistic tradition has long 
influenced theological perceptions on gender 
relations, including the question ot women's 
ordinal inn. recent official thinking has sought 
lo retain his conclusions, without Ins 
premises Women aie now said to be banned 
tnim ordination, not because ot any inferior 
status in nature or society, hui because it it 
a ‘sacramental mystery’ - a special 
relationship wilh Cbnsi The htsioncal fact 
ihai Chnsi was male demands that another 
male must represent himon earth l.v symbols 
need to naturallv resemble what they 
symbolise Lurking insidiously behind the 
present teaching that women cannot be 
ordained because they cannot image Chnst. 
is the traditional view that they lack fully 
human standing amt pciMuihood " 

Juxtaposed against the iradinon.it view 
are the views of torward-looking theologians 
who assert that women's subordination is 
not biologically bill socially determined and 
that theoiogv is culture bound, with 
mainstream theology providing a quasi- 
divine justification lor unequal gender 
relations in society. It is inevitable. then.tbit 
Christian theology sluxiid be impregnated 
wilh patriarchal biases, mirroring the 
patnatvlwl mindset ol biblical wuters and 
theologian* who were prrxJucix. »t patriarchal 
social settings 

Sayx American Icmmisi theologian 
Elizabeth Johnson. "Chmi bad to assume 
a physical lorm and live in certain time- 
space co-orduunex. li natural reretHhfance 
to Chnst ix wr crucial to priesthood, nil 
priests ooghi hr he Itght-skinncd. medium 

US 





;^|lMa^4eiif>J>aired Jew* Groin West Asia, 
l {' /ctefwlinjt. dark-sk mned, tall, short-haired 
men from other geographical settings. 
However, gender has been unfairly singled 
out as the only attribute of resemblance to 
exclude women from ordination" (interview 
with the author. 1993). Or as Radford- 
Reuther asks, "how have bread and wine, 
which surely do not look like a male human 
being, come to represent the body and blood 
. of Christ in Holy Mass'/" 

On the question of god’s maleness, which 
is used to bolster the all-male priesthood, 
progressive theologians such as Gabridle 
Dietrich assert that god is neither male nor 
female, but an integration of both, 
transcending the gender dichotomy. Also. 
Christ's malencss does not exclude any 
individual - male or female - from the image 
of god or from equal participation in church 
life: doing so is a veritable transgression of 
Christianity rPerspcctivcs of a Feminist 
Theology: Towards the Full Humanity of 
Women and Men" in God. Women and 
Bible, Vol 22. No 3. Lagos. 1983). "Christ 
in fact came to liberate us from all forms 
of oppression, including patriarchal 
oppression. So to exclude women Irom 
ordination is hardly consistent with the 
liberating feminist perspective of Christ", 
says Sr Jeanne Devos of the ICM 
Congregation. Bombay. 

Christ’s personality was a rich 
combination of what are socially defined as 
masculine and feminine attributes. He was 
active, assertive, rational, intellectual, 
courageous and determined, but he was also 
loving, nurturing, gentle, compassionate, 
flexible and receptive. One can, therefore, 
argue that it really docs not matter whether 
he is physically and observably male: for the 
whole process of becoming human involves 
providing equal opportunities to both sexes 
to develop their innate human potential, 
uncircumscribed by socially stultifying roles. 
Developing an androgynous personality like 
Christ is crucial for the development of 
richer human communities. 

Further, biblical scholars maintain that 
Christ's progressive re) ationship with women 
defied the patriarchal environs of his times 
that perceived them as interior, unclean, 
carnal and unlit to bear witness, a perception 
tint consequently marginalised them from 
ecclesiastical participation, including 
ordination (Pearl Drego. ‘The Feminist Point 
of View’ in The Emerging Christian Woman. 
Church and Society Perspective edited by 
Stella Faria et a), 1984). 

According equal value and responsibilily 
to both sexes in his plan for humankind, 
Christ included women in his public ministry 
as his disciples and followers. He taught 
them, revealed himself to them and held 
lheotogica: discourses with them. In fact it 
was women - Mary, his mother, and Mary 
Magdalene - who demonstrated unflinching 
commitment to his cause, accompanied him 


to Calvary and wftnessedWifntesomedcath 

on the cross when the male apostles had 
retreated in fear. And it was to Mary 
Magdalene that the Risen Christ first 
appeared and entrusted the public 
proclamation of the ministry of his world. 
thus urging women’s entry into public life. 

Scripture scholars also maintain that 
women were certainly present at the Iasi 
supper, as was the custom in those days, or 
elsetheirabxcncc would have been specified. 
Therefore, the Eucharist and Christ's 
permission to "do this in memory of me” 
was also given to women. 

Vatican II's emphasis on gender equality, 
lay participation in the Church's Mission 
and ihe 1983 Canon Law Code providing . 
tor parishes to be run by women accountable 
to priests who visit the parish to celebrate 
the sacraments have opened up new pastoral 
possibilities for nuns and ihe laity, 
especially in the west. Assuming leadership 
positions within parishes, significant 
numbers of women arc engaged in pastoral 
functions once considered the sacrosanct 
preserveofinale priests - reading scriptures, 
preaching, counselling, distributing Holy 
Communion. The trend is sharpening 
with the) number of those taking to priestly 
vocations shrinking fast. 

A large number of nuns and laity in India 
too arc engaged in such pastoral work - 



visiting theW. organic* * 
working itt Hdanon station* *•&!** 
roots people's struggle*. “In foct mowchurdh 
ministries engaged in by ordained priest* - 
the Last Sacraments to the dying, for 
instance - require qualities of nurturance 
and sensitivity which are socially defined 
female traits... But ironically women have 
traditionally been marginalised from this, 
because they are not ordained", says Sr 
Jeanne Devos. "Also, decision-making rests 
with a male clergy, that competent hut 
unordained women are marginalised from." 

Gender equality, the concept of a Church 
of the People und full participation of Ihe 
laity in Christ’s life have been accepted in 
principle. Women successfully fulfilling 
several priestly functions have been accepted 
as a pragmatic solution to the problem of 
falling priestly vocations, especially in the 
US. Several other Christian denominations 
have ordained women ministers. Given all 
this, what is the legitimate rationale for the 
exclusion of women from priesthood? 

Biblical .scholars assert that it Love. Justice 
and Equality is the essence of Christianity 
and if wc believe that both men and women 
arc created equally in the image und likeness 
or god. then ordination of women can only 
he a fulfilment of Christianity faith and 
practice - not a violation of it. 
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Genes and the ‘Moral Majority 9 

Carol UpatHtya 

The ideological shift to the right in the US is being underpinned by 
certain trends in the social sciences and their popular dissemination. 
Two recent publications exemplify this. 


THE recent Republican victory in the US 
elections is one outcome of a process of 
ideological shift to the right that has been 
taking place over the last two decades. There 
is still considerable diversity in political 
thought in the US. including a continuing 
liberal tradition and a small radical one, but 
it appears that mainstream America today 
is farther to the right than it has been tor 
a long time. 

This process is not simply a reaction to 
recession, unemployment, the crime rate and 
other such issues that concern Americans. 
Rather, there appears to ha ve been a del iberate 
move on the part of a section of the 
intelligentsia to construct an ideological 
framework for right-wing policies, in order 
to lend support to the public’s reactionary 
impulses and prejudices with hard ‘facts’ 
and respectable academic theorising and fo 
give some philosophical and ‘scientific’ 
justification to elitist and anti-dcmocratic 
political positions. There arc two cases in 
point. 

A recently published hook by Charles 
Murray (a sociologist) and the late Richard 
Hcrmslcin ta psychologist). The Bell Curve: 
Intelligence and Clant Structure in American 
Life, has spawned a controversy about IQ 
testing and its uses. It has revived the old 
theory that intelligence is innate and hence 
differences among racial and ethnic groups 
in IQ scores are genetically determined The 
similar theories of Jensen and Shockley in 
thceoriy 1 970s used to be cited in psychology 
classes as examples of bad science (and of 
the uses to which bad science can be put), 
but Murray and Herrnsicin have put a new 
twist on the debate. They argue not only that 
intelligence, or ‘cognitive uhilily'. is u single 
entity that can be measured by IQ tests and 
that is largely inherited, but also that 
intelligence has become the major .X 
determinant ot success and hence of class 
position. American society is increasingly 
becoming a caste system based on IQ - the 
bright become successful and intcr-marry. 
forming a genetically superior upper class, 
while the lots smart one stuck at the bottom 
of the pile, reinforcing their low position by 
breeding among themselves, condemned to 
a Hie of crime and welfare. Although the 
authors ate careful to dissociate themselves 
from a racist position, their theory clearly 


implies that since blacks have lower average 
IQ scores than whites, they are hound to 
make upa large proportion of this underclass. 

The authors go on to afguc that since 
innate intelligence rather than social 
background is the most important 
determinant of poverty and of resulting social 
problems'such as crime, ‘illegitimacy’ and 
drug dependency, there is little that 
government programmes can do to lift people 
out of poverty. Two chapters are devoted 
to arguing that affirmative action 
programmes should he curtailed, because 
the beneficiaries are inherently incapable of 
improving their situation. The hook has fed 
into a widespread feeling that liberal social 
policies have failed because they arc 
fundamentally misguided, and it provides 
‘scientific’ justification for writing off the 
(largely minority) poor. The argument about 
genes and class also fits in well with the 
Republicans’ proposed programme of 
reform, which promises tocui back on welfare 
to discourage poof single tmainly minority) 
mothers from reproducing. The authors of 
The Bell Curve contend that since the low- 
IQ ‘underclass’ is breeding al a faster rale 
than the general population, the average 
intelligence of the population is declining - 
an argument that gives further support to the 
abolition of welfare and which is eerily 
similar to that of the eugenicists of the 1920s 
and I9X0s The same Charles Murray, in an 
inlamous report lust year, called illegitimacy 
the "single most important mkiuI problem 
of our time", since aft other social problems 
of the 'underclass' stem from this. He 
proposed that welfare be abolished and 
orphanages he built to house the children of 
unwed mothers on welfare - a proposal taken 
up by a few of the more rabid Republicans 
recently elccicd. (It is not by coincidence that 
Murray is a Icilaw at the American Enterprise 
Institute, a right-wing think tank.) 

The second example is the publication ot 
The Mitral Annual: Evolutionary Psychology 
and Everyday Lijehv Ruben Wright, a senior 
editor at the New Republic. Wright draws 
on the findings of evolutionary psychology 
to explain tome aspects of human behaviour, 
particularly in relation to sex. km and 
marriage. Evolutionary psychology tsidosc 
cousin of the older Held of aucsotHotofy, 
whose theories have also been filtering into 


the popular press m the US. The basic idea 
is that roach of human behaviour can be 
explained by reference to the operation of 
genetic selection in human evolution. That 
is. certain behaviour patents have evolved 
because they increased the individual’s 
chances of reproductive success and hence 
of passing on his/her genes to the next 
generation. Behaviour patterns such as 
polygyny, incest avoidance, add violence 
among mates are sought to he explained 
by reference to their adaptive features in 
some remote period of the human past. 
Similarly, evolutionary psychologists 
believe that natural selection has shaped 
the human mind and ingrained certain 
patterns of thought, afferti vjty and response 
that are universal. 

Wright has taken these ideas and applied 
them to the behaviour of modern humans, 
as he tees it. In the realm ofhuman sexuality, 
male selection is not determined by ’love’ 
or social custom but by underlying geneue 
urges such as that lor males to produce as 
many offspring as possible, or fur females 
to marry men who con best provide for their 
children. Human consciousness, social 
organisation and culture are mere 
epiphenomcna. the real motivators of 
behaviour lie deep within our genes, out of 
reach of our conscious understanding. He 
also argues that our ’moral’ sentiments - 
love, sympathy, benevo c have evolved 
because they helped our ancestors io 
reproduce successfully. Our real inner 
motives are hidden from us. and apparently 
’good intentions’ arc really directed at 
achieving reproductive success (The banc 
Haw in these theories, from the pram of view 
of cultural anthropology, is (bat they lump 
humans together with other annual* in 
assuming the priority of biology, rejecting 
the view that humans are fundamentally 
different because they have culture and 
language and hence learned behaviour is 
more important than genetic wrong.) 

Whal The Moral Animal and The Bell 
Curve have in common is a theory of human 
nature that discounts intention and 
consciousness, as well as social and cultural 
environment, as factors in human action, 
and attributes behaviour to forces outside of 
human control - he it genes that make us act 
or IQ (genetically given) that determines life 
chances. The traditional social libera) view 
that we are the masters of our fate, that hie 
can be improved with effort, is bong over¬ 
run by ■ new conservative ideology that, 
paradoxically enough, seems to reject the 
notion of free will in favour of genetic 
determinism it is interesting to see how 
science follow* political morn). During the 
1960s and 1970* - the h eyd a y of h bc r a hsm - 
psychology was <to iw wi aredby b cha vs caw » aa. 
which emphasises the importance of 
environment and learning and discounts 


Rrntwwic and Mttta d Weekly January I4> 1993 

* ■ '' h 

, -c . 


*7 



imwt* behaviour Now that contervaiism is ‘Contract with Amirte*\;*Oie vision that 

' winning out, evolutionary psychology has these 1 wo tracts summon Up is frightening - 

come into vogue (behaviourism is out), it is easy to imagine bow, backed by the 
alongwithanintercsiininteHigencetcsting. authority of science, thestaie can suppress 

However, this sociobiological view of and terrorise the poor by taking away their 
humankind fits intocurrent political thought children, force them to work in low-wage, 
in a roundabout way. While Murray argues dead-end jobs, ^nd deny them any 

that ‘biology is destiny’ because IQ opportunity to advance by labelling them 

determines success in life. Wright's version genetically inferior. The hegemony of the 
is not that p/c are destined by our genes to few at the top is reinforced by economic 
he aggressive, promiscuous, or whatever, and social policies, and the masses in 
but that if we can learn what our ‘real’ the middle are controlled through laws 
human nature is. we can control it. Our that enforce conservative "morality', 
'natural' impulses (which lead to chaos) Conservatives rail about big government, 
need to be curbed in order for society to but it seems that the state is about to b^ ome 
survive. He says. "Wc arc potentially moral more powerful than ever. This evolving 
animals... but we are not naturally moral American ideology, its dissemination 
animals. The first step to being moral is to through pop psychology books and TV 
realise how thoroughly we aren't.” talk shows, and its connection with the new 

Thus we come full circle via genes and political agenda, need to be carefully 

abstruse sociobiological arguments to the followed and analysed by concerned 
'Moral Majority' and the Republican thinkers and academics. 


Politics of Population at Cairo 

Malini Karkal 

Although the plan of action approved at the Cairo Conference Ton 
Population and Development shows the influence of the international 
women‘s movement and the issues it has raised, it fails to tackle the 
crucial question of inequitable development between the north and 
the south. 

THE International Conference on special function to felicitate Nalls Sadik. 
Population and Development (ICPD) was secretary of the conference, 
held at Cairo. Egypt, in September. This It is significanithat Bucharest and Mexico 

is the third conference in a scries of conferences were called 'population' 
conferences that have been organised by conferences, however the concerns that 
United Nations Fund for Population animated the debates at both these 
(UNFPA) and held at an interval of 10 conferences were centred on the bearing of 
years. First conference was held in 1974 population on social and economic 
at Bucharest. Romania, and second in 19K4. development, the main concern of the 
at Mexico City. However these conferences meeting at Cairo. The Cairo conference was 
were preceded by two other conferences titled'Population, Sustainable Development 
organised by the International Union for and Sustained Economic Growth’. During 
the Scientific Study of Population (IUSSP) the period between Mexico and Cairo, 
with the assistance of UN. First of the feminists were active in expressing their 
IUSSP conferences was held in 1954 at stands on the population issues. Women, 
Rome, Italy and second, at Belgrade in especially those from the south, raised issues 
1964. IUSSP conferences were essentially of poverty, consumerism, promotion of 
academic discussions on the subject areas hazardous contraceptives and the neglect 
under the theme of population. Inter- ofwomen'shealth.especially reproductive 
relationships between socio-economic health. Cairo conference, therefore, had 
conditions and population were discussed greater influence of women’s issues and it 
as a part of academic interests. No discussed subject like sexuality and 
discussions took place to manipulate reproductive health and abortion. Before 
population size. Politicisation of popula- Bucharest conference eminent Frenchman, 
tion issues, in the UNFPA-sponsored and a demographer said, “The political 
conferences is indicated by the fact that at gathering will be led. kept in motion, 
Cairo IUSSP, an association of the directed and controlled by the United States, 
professionals in the field of population and At Bucharest, a world population plan of 
which participated as an NGO arranged a action will be proposed that will take 


at tite sbvereigitty of Barton*,. Tttt 
action proposed by the Americans talks 
about reducing the birth-rate*-of leu 
developed countries by 10 per 1,000.” 
This perception was shared by mahy of 
the delegates attending the Bucharest 
conference. , 

During the first international develop¬ 
ment decade, observed in 1960s, the 
phenomenon of mass poverty was 
conceptualised as 'underdevelopment'. 
United Nations classified the countries with 
per capita income of less than one-tenth 
of (hat of US, as underdeveloped countries. 
Thus 70 per cent of the populations of the 
world lived in underdeveloped countries. 

It was argued that exporting the western 
development models, giving financial aid. 
transferring science and technology, would 
bring about 'trickle-down' effect und the 
poverty will slowly vanish from the fuce 
of the earth. Under this thinking the 
international penetration increased 
dramatically. Among these is the example 
of the Green Revolution technology. 
However in the 1970s the fallacies of these 
development concepts became visible. For 
example, experience with GreenRcvolution 
showed that the better 'placed farmers 
benefited more. Lower strata of the 
peasantry frequently lost land and the ranks 
of agricultural labourers expanded. Food 
stocksgrcw not only because of the increase 
in production but also due to lack of buying 
power of the poor. Developed nations 
experienced ecological crisis. Also 
introduced were l abour-intensi ve. eXport- 
oriented industries (mostly based on 
multinational investments), especially in 
electronics, garments and toy-making. 
These have been a major form of 
employment of women in the countries of 
south-east Asia. Such employment, 
searching for young, unmarried women 
with 'nimble fingers’ has been very 
exploitative in terms of low pay, low job 
security and sexual exploitation. Researches., 
on women’s conditions carried out at this 
time clearly brought to light women's 
marginalisation in both developed and 
underdeveloped countries. In the west the - 
period of reconstruction and expansion of 
capitalist!! had led to the increasing 
discmpowermeM of women in the societies, 
in the third world, privatisation and- 
destruction of resource base took on 
alarming proportions posing a direct threat 
to the survival of the poor masses and 
implicitly to vast sections of women. 

Findings of a large number of researches 
acknowledge that despite substantial 
economic growth and certain shifts in the 
socio-economic structure, the overall 
situation of the poor, at best, had been 
sugnatnf end was deteriorating among those 
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closer to the bottom of the social ladder, 
especially the work an In the traditional 
and Informal sectors and women. The 
richest 23 per cent of the population of the 
world receives 82.7 per cent of tht world's 
income, whereas the poorest 25 per cent 
has to do with a share of 1.4 per cent. 

There are some overriding features in the 
development concept which interlink the 
perpetuation of poverty, the marginali nation 
of women, and the destruction of 
environment. There is also deterioration in 
the cultural field. Women’s rights are 
threatened from two ends. On the one hand 
religious revivalism, fundamentalism and 
communalism encroach on women's free 
spaces. On the other hand, the new avenues 
of freedom opened up by capitalism go 
along with massive objectification and 
commercialisation of women's bodies and 
violent assaults on their physical and 
spiritual integrity. Both these tendencies 
are rooted in a development model which 
perpetuates and deepens poverty and 
marginalises women. - 

In the decade 1962-72. a scries of 
resolutions on population were adopted in 
the governing bodies of the UN agencies. 
The leadership was provided by (he US and 
resolutions were initialed and supported by 
western and some of the Asian countries, 
who argued that rapid population growth 
was a serious impediment to development 
and that family planning programmes were 
urgently needed. This view met with 
considerable opposition and resistance from 
Catholic. Socialist and African nations. 
The resolutions passed by (he inter¬ 
governmental bodies of the UN gradually 
legitimised family planning and established 
it us a human right, obtaining the co¬ 
operation ot governments in the provision 
of family planning services and ultimately 
finding acceptance for the notion of targets 
to limit population growth as a pan of 
development policy. Each of the major 
functional agencies - WHO. UNESCO. 
FAO. ILO. and the World Bank - acquired 
mandates that roughly paralleled those 
emanating from the UN. 

The third world countries attributed the 
disparities bet ween them and the developed 
countries to their disadvantaged position 
in world trade and to the economic policies 
of the rich countries towards them. Five 
months prior to the Bucharest, at the 
initiative of some, of the third world 
countries, sixth special session of the UN 
was called at which the declaration on the 
establishment of a New International 
Economic Order and an associated 
programme of action (POA) was accepted. 
The programme touched upon the third 
world concerns, including raw material» 
and primary c o mm odities, food, trade, the 
InterMtioeai monetary system, industria¬ 


lisation, transfer of technology, multi¬ 
national corporations, strengthening the 
UN system and special assistance to 
developing nations unable to cope with 
problems of development. It was decided 
that the World Population Conference at 
Bucharest should be directed to the effort* 
to establish a New Economic Order. No 
mention was made of the demographic 
issues of ‘population’ and its consequences 
on development. 

During First and Second United Nations 
Development Decade, industrialised 
countries had pledged to greatly increased 
aid to the thin) world countries. However 
in reality they had decreased the percentage 
of their GNP that they allocated to the 
development assistance, making the poor 
countries feci that the west was not 
interested in their plight. The US had made 
population growth in the third world into 
an American cause. The US had reduced 
development and had boldly assumed 
world leadership in the population 
movement and given it a distinctive 
American identification. 

Most of the hopes and expectations of 
the population lobbyists who had taken the 
lead in convening the Bucharest Conference 
were embodied in the Draft World 
Population Plan of Action (POA). However, 
at Bucharest, the third world countries 
were well organised and opposed the 
official draft resolution that was designed 
to promote American interests. The draft 
plan came under intense conflict and 
difficult negotiations. Midway through the 
conference, many delegates and even 
members ol the secretariat openly 
acknowledged the real possibility that the 
conference would adjourn without the plan 
being approved. Some .100 amendments 
were introduced and debated. The final 
version of (he World Population Plan of 
Action was a product of strained 
compromise. The draft plan had undergone 
extensive changes in spirit and substance, 
especially in the provision relating to 
fertility and population control. The draft 
plan had as its purpose To affect population 
variables". The final version stated its 
purpose as To help co-ordinate population 
trends and the trends of economic and 
social development". The Draft Plan 
stressed the need to limit population growth 
through implementing population and 
social welfare policies with direct effect on 
fertility. The final plan, by contrast, 
conveyed a strong sense of urgency about 
the need to accelerate socio-economic 
development in general and to bring about 
a new and more equitable mtemxhottal 
economic order. It urged the developed 
countries, who tad high per capita use of 
resources, to adopt appropriate policies in 
consumption, bearing in mind the need for 


fundamental improvement in international 
equity. The Bucharest conference brought 
into circulation a new phrase, ‘development 
is the best contraceptive’. 

The background section of the plan 
clearly indicated thealtitudeof the majority 
of delegates at Bucharest that ‘population 
problems' are really symptoms of 
imbalances in the development process, 
which are in turn, a consequence of the 
international economic system. The US 
along with most other western industrialised 
nations is simply not prepared to accede 
to the radical transformation of the 
international economic system as proposed 
by the developing nations. Tliedemand for 
a New International Economic Order was 
ideologically objectionable as well as a 
threat to American wealth and power. 
From the American perspective, it was an 
attempt to improve economic conditions 
in the third world by redistributing the 
existing wealth of the industrialised nations 
rather than by creating new wealth through 
development. At Bucharest it was stated 
that family planning programmes were 
needed, because they satisfied needs to 
which people were entitled as human 
rights. A human rights rationale promised 
to make the programmes less politically 
sensitive. 

In spue of the decisions ai Bucharest. * 
during ihe period intervening between 
Bucharest and Mexico the population 
control programmes were promoted 
vigorously In 20 years preceding Mexico, 
the US had pushed population policies in 
the developing countries harder than any 
other western country. It had strongly 
supported the demographers to contribute 
to the population research and medical 
science to develop contraception. Through 
the OITice of Population of the Agency for 
the International Development (USAID) 
was mounted a largest population assistance 
programme and acorpus ol ftOprofessroaatt 
was maintained at Washington, with 
advisors in more than 40 countries and 
support for family planning inOOcoumnev 
The countries that accepted population 
control policies received aid from the l ! S 
government for a variety of social and 
economic programmes 

In Mexico, the developing countries no 
longer spoke ot international population 
assistance as racist, genocidat. or 
imperialistic, or accused western countries 
of advocating population control as a 
substitute for foreign aid. More and mote 
of the poor nations had come to ‘reatne* 
the problems of rapid population growth, 
infant and child mortality, urbanisation, 
and migration to he addressed with or 
without the major tfanafomatrons m the 
world economy. The declaration accepted 
at the end of the Mexico C on f e r en ce was 
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(q cl<rtc ci>nf6nrity to the official draft 
There wu a strong endorsement of the 
principle that the govern menu should as 
*a matter of urgency’ make family planning 
services ‘universally available’. The 
Declaration also added that “social and 
population pressures may contribute to the 
continuation of the wide disparity in welfare 
and quality of life between developing and 
developed countries.” 

At Mexico, in 1984, the relationship 
between population and development still 
occupied centre stage, but was debated in 
a frame quite unlike that at Bucharest. The 
88 recommendations of the plan of action 
added emphasis and urgency on concerns 
. with the environment, the role and status 
of women, meeting ‘unmet needs' for 
family planning; and education. It also 
added that. "The experience of the last 
decade has demonstrated... (that) lack of 
definitecommitment, inadequate resources, 
ineffective co-ordination and implementa¬ 
tion and insufficient data, have limited the 
effectiveness of governments in the 
implementation of the national population 
policies.” At Mexico, the US talked of 
development at large and developing 
countries tended to see it as the main 
actionable issue on the agenda. Social and 
economic development was accepted as a 
central factor in the solution of population 
and inter-related problems. Population 
(actors were considered to be very important 
in development plans and strategies and 
had a major impact on the attainment of 
development objectives. At the conference 
it was accepted that the US provided the 
single most important source of leadership 
and resource for international population 
programmes. 

At the Prep Com II of the International 
Conference on Population and Develop¬ 
ment (1CPD), before Cairo, held in May 
1993, Sadik stated that "the mandate of 
the Conference is to produce a document 
on the full integration of population 
concerns into the economic and social 
activities and sustainable development.” 
She added that there was a need to set 
goafs to reduce infant and maternal 
mortality, for increasing life expectancy 
and literacy, and for lowering the global 
fertility rate from 3.26 to 2.62 births per 
woman by the year 201S. Sadik emphasised 
the need to ‘rectify* the failure of UNCED, 
the Conference on environment he at 
Rio. to address "the place of population 
within economic and environmental 
sustainability.” 

CaaoCoMCMNn 

Cairo confer ence was not just s meeting 
of the officials to take decisions but a 
process that was • culmination of over 


three yean of consultations around the 
world. There were three preparatory 
committee meetings of the governments 
that were convened at the UN headquarters. 
Second, five regional inter-governmental 
conferences were held in Africa, the Arab 
world, Europe, Latin America and the 
Caribbean, and Asia and the Pacific. Third, 
six expert group meetings on various themes 
such as population and environment, 
population and women and family planning, 
health and family well-being were 
organised. The UN and most of its member 
governments are increasingly open to co¬ 
operation and collaboration with non¬ 
governmental organisations (NGOs). The 
turning point was when 1,420 NGOs 
attended the 1992 UNCED conference on 
environment using an accreditation process 
that has been emulated in a seriesof related, 
major conferences - Conference on Human 
Rights held in Vienna, Cairo Conference 
on Population. Conference on Social 
Development scheduled for March 1993 
at Copenhagen and the Conference on 
Women scheduled for September I99S at 
Beijing. UNFPA and other funding 
agencies funded several regional meetings 
in countries where NGOs discussed 
population issues. More than 100 
governments drafted national reports on 
population which were used by the ICPD 
secretariat to draft the document for 
discussion at the conference. The draft 
plan was a helty document, well over twice 
the combined length of its two predecessors. 
On the whole there was a far greater 
involvement of the general public in the 
discussions on population. 

Discussions at ICPD Cairo had a major 
bias of the interests of the developed 
countries. Shortages of labour force due to 
low fertility for long durations generated 
conditions of migration of labour from (he 
developing countries. Today substantial 
populations from these other countries live 
in the developed countries. Permitting 
migrations of the dependents of these 
migrants with the objective of reunifies! too 
of the family is not in the interests of these 
host countries. The migration issue tackled 
at Cairo protected the interests of these 
countries. The same was the situation with 
the issues facing indigenous people. The 
resource crunch felt especially by the 
developing countries was completely 
ignored and there wu no discussion on 
consumerism in the developed countries 
nor on environmental damages. 

In a departure from previous inter-' 
national population conferences and the 
experience at Bucharest conference of 
major di sag re em ents and serious discus¬ 
sions which generated fears of the 
c on f erence delegates dispersing without 
any agreed do cum e n t, the rules drafted at 


the Pre-Corn III, stipulated that the work 
of the conference and the adoption of its 
report were to be accomplished by general 
agreement rather than consensus. The UN 
General Assembly, held in July 1994, 
approved the rules of the conference. It 
was also convenient that much discussion 
would take place on issues such as abortion, 
sexuality, new forms of family, etc. This 
not only diverted attention from the issue 
of development but it created strange 
bed-fellows - like the Vatican and Muslim 
fundamentalists. Latin American countries 
with their strong Catholic background 
and Arab and Asian countries that have 
strong Muslim influence raised similar 
objections. African countries, less 
obsessed by religion found themselves 
aligning with western and east block 
countries. On these issues women - and 
majority of them represented interests of 
southern countries - had to support deve¬ 
loped countries. 

Official delegations of about 180 
countries participated in the conference 
and estimated NGOs numbered 1.200 to 
1.300. The number of participants at the 
NGO meets was larger than those in the 
official meetings. While the NGO 
delegations were dominated by women, 
the official delegations had a majority of 
men. G-77 represented the interests of the 
130 developing countries Journalists - 
estimated to be around 4.500 - were very 
active and modem facilities helped them 
in their job. Unlike most international 
conferences, which inevitably become a 
north-south tug-of-war. the ICPD. with its 
religious and cultural undertones, cut across 
traditional alliances. Over 14.000 security 
persons guarded the delegates and assured 
smooth functioning of the proceedings of 
the conference. 

In comparison to the two previous plan 
of action, accepted at Bucharest and 
Mexico, the Cairn Draft showed a definite 
expansion in the concern of the iatenwbonl 
population community with the health 
dimension. However, the health policy fell 
short of concern for the health of the 
adults and of the elderly. Major interests 
and contributions of the Cairo Draft were 
in the area of reproductive health. Aa 
overwhelming focus is on sexually 
transmitted diseases with more general 
concern for reproductive tract infecuoof, 
to the neglect of other important co nditions. 
This is likely to have happ e ned became 
such conditions are associated with 
infertility, cervical cancer, certain advene 
outcomes of pregnancy and HIV 
transmis sion, and they also have soon- 
eco no mi c costs related to trea tm ent of the 
disease and to impact of the disease on 
functions** and status. Another rattan far 
the overwhelming focus on sexually 
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■ ' ;transmitted diseases isprobaMy the growing 
~ J attention given to AIDS because of its 
increasing prevalence and its devastating 
consequences in developed and developing 
countries. The Cairo POA recommends 
comprehensive reproducti ve health services 
within a primary health care delivery 
system. Expansion ol services will certainly 
be resisted by the family planning 
establishment both on the basis of cost 
implications and because of the dominance 
of vertical service approach that gives 
priority to family planning service over all 
others. 

Although focusing attention on health 
service intervention, the Cairo document 
fails to look at women's health holistically 
giving due attention to the I actors that 
condition and constrain the health situation 
and the health-seeking behaviour of women. 
The POA gives consideration in the section 
on reproductive health to gender relations 
as one aspect of social context in relation 
to sexual health. However, other aspects 
such as women being socialised 10 accept 
morbidity in silence should have been 
taken into account in attracting women to 
use health services. Women’s perception 
of self also needs to be considered, as 
women give priority to the needs of others 
over their own needs. Other aspects such 
as the heavy work-load on women, 
particularly in rural areas, together with the 
increasing constraints of low status and 
poverty that prevents women from using 
health services should also have been 
considered. On ihe whole there is absence 
of articulation of issues relating to the 
health of women in the population policy. 
The population establishment deals most 
directly with medical interventions 
forgetting that these interventions are 
subject to perceptions and behaviours that 
are deeply rooted in social and cultural 
realities. 

The mam committee of ICPD had glossed 
overthc question of equitable development 
and supported the northern agenda of 
population control. Many southern govern¬ 
ments whose ruling elites now espouse the 
modern consumcrist life style of the north 
also adopted the same attitude. Southern 
NGOs, therefore, dismissed the claims of 
some of the delegates at the main 
conference that the conference wasa victory 
for women whose ’empowerment’ is the 
cornerstone ol the emerging ICPD 
document. Southern NGOs categorically 
maintained that theemphasison population 
control measures pinned the blame 
squarely on the women of the south, when 
in fact these problems stem from the 
inequities between the north and the south 
and exploitative transfer of resources 
which has led to over-consumption and 
. global environmental degradation. The 
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programme of action, they said, therefore 
is nothing hut an insult to women, men and 
children in the south who will receive an 
ever growing dose of population assistance, 
while their issues of life and death will wait 
the Social Development Summit of 1995. 
Though development was a component of 
the theme of the conference much time was 
consumed hy the sections that were 
bracketed (not agreed upon at the drafting 
stage)’. Efforts were made to arrive at 
acceptable wordings and in most eases 
they were interpreted differently hy 
participating delegates. The decisions on 
matters related to development were 
virtually excluded from the discussions. 
There was a complete absence of discussion 
on the existing inequities between the north 
and south and the unequal and exploitative 
transfer ol resources that has lead lo over¬ 
consumption and global environmental 
degradation. Popu iation growth in the north 
with its consumption pattern is a greater 
threat to the planet. Issue of debt of the 
third world countries, that has influenced 
the global economic system, and resultant 
drastic cuts in the government spending on 
social services and falling living standards 
and unemployment, were also not 
discussed. It was generally said that the 
issues ol development Will he discussed at 
the conlcrencc on social development 
scheduled to be held at Copenhagen in the 
beginning of 1995. Similarly besides 
talking of the rights of education of 


womqn, and their rights of cd^ikigmieni 
there was hardly any dttcwaidfl atom 
the issues of women. And these were 
postponed to the conference on women ft: 
be held in September 1995 at Beijing, 
China. 

The financial requirement of the POA 
is about $• 17 billion by 2000 and S 21 hy 
20IS, an amount far less than what UN 
approves at other deliberations. Two-thirds 
of this is to come from the developing 
countries and the remaining from the 
industrialised nations and the tnulfilateral 
institutions. Population assistance 
programmes, to which Rcugan and Rush 
administration gave a rather low priority, 
arc receiving strong support from the 
Clinton administration as well as the 
Congress. USAID has voted a population 
assistance budget of S 392 million for the 
1994 fiscal year (an all-time high), which 
includes $ 40 million for the UNFPA. 
Additional funds earmarked for population 
assistance through other programmes 
raise the total to the half billion dollar 
mark...Funds for the previous year, 
FY1993. have already been forwarded lo 
three international agencies that had 
their US funding cut-off in I9HS (under 
the Kcagan-Mcxico City Policy) S 14.5 
million for UNFPA. $ 2.5 million lor the 
International Planned Parenthood 
Federation (IPPF). and $ 2.5 million for 
the World Health Organisation’s Human 
Reproduction Programme (WHO-HRP). 
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Economic cooperation among developing countries has been strongly 
advocated in recent years as an appropriate strategy lor development. 
Despite efforts over the last two decades to encourage it, the pace of South- 
South cooperation has been slow and its fuH potential has not yahbeen 
realised. One of the main radons is that the benefits ot and the potential tor 
strengthening cooperation are not generally known. It Is. therefore crucial to 
identity the potential ol economic complementarities and ways and means ol 
taking full advantage of them. This study focuses on a number of important 
issues pertaining to the broad area of complementarity in trade and examines 
the potential for expanding trade among developing countries. 
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New World Order and 
Indian Intellectuals 

Dayn Krishna 


Countries pursue their own interests the way they perceive them and it 
is for others not to be deceived by the rhetoric. To understand the 
interests that are masquerading as values, what is required is a detailed 
study of the economy, polity and culture of the western world in general 
and the US in particular, for these are the main pnnagonists in the 
contemporary scene without understanding whom we cannot shape our 
own policies to meet their strategies. , 


A NEW impenum is taking shape - an 
imperium. mure total and more global than 
any thut history has seen uptill now. It is 
backed, perhaps for the first time in history, 
by organised information and knowledge 
and skill that has seldom been seen in the 
past and though it has an unthinkable coerci ve 
power at its command as was evident in the 
war with Iraq a few years back, its basic- 
strategics for achieving the imperium are 
primarily economic, cultural and even moral. 
It has also a political tacade in that it does not 
directly seek to achieve the new world order 
as at wishes it to be bui docs so through the 
institutions and agencies of the UN which 
ostensibly is a world body where each 
sovereign nation is supposed to he 
represented and whose decisions, thus, arc 
supposed to represent the decisions not of 
any one country but of the world as a whole 
in its totality for subserving the interests of 
the world and not those of any particular nation 
or group of nations. The pressures exercised 
for achieving these aims are pnmunly 
economic, but they arc also increasingly 
marked hy a rhetoric in which legal and moral 
values play a crucial rule so that it becomes 
difficult for anyone to question them on 
those very grounds. The violation of human 
rights and the demand for non-proliferation 
of atomic weapons arc the two obvious 
examples but there are many others such as 
the treatment of minorities, the suppression of 
the demands for regional independence, 
freedom in the sense of non-restriction of 
terms of trade and other such matters. 

However, behind this plea tor a moral 
order of the work) which ought in be imposed 
by economic sanctions and. if need be. by 
military sanctions also, is the sheer self- 
iiMwent as conceived by those who arc most 
vociferous in voicing there concerns as, 
when it comes to their own behaviour, they 
forget those very values which they want to 
impose on others Everyone knows, for 
example, who brought the nuclear weapons 
into being and who first used them even 
when H mi not militarily necessary to do 


so. Or. who has continuously violated animal 
and human rights in their own countries and 
with respect to their own peoples till very 
recent times even in the way these values 
were conceived and defined hy ihemsclvcs. 
The l aic of the Red Indians in the US is well 
known and soalsothcdiscriminntton against 
the blacks and the Jews till almost the other 
day when it was difficult even fur students 
with outstanding abilities to get admission 
to prestigious universities just because they 
happened to belong to these groups The 
discrimination against women was no 
different, as any history of the struggle to 
achieve such equality on the part of the 
under-privileged would amply show. 

The story. «t course, docs mu slop here 
and no une knows better than the leaders of 
those countries as to how the economic 
necds of the armament industries have fuelled 
military rivalries between nations elsewhere 
so that obsolete armaments may be sold to 
them and thus the sagging profits of those 
industries propped up. The case ol Rotors 
in India is well known but there are many 
others which can easily he lound if one 
chooses to consult the easily available 
relevant data concerning these matters. 

But there is nothing to be surprised at in 
all this, as countries pursue their own interests 
(he way they perceive them in be. It is others 
who should tic aware of them and not he 
deceived hy the rhetoric in which they are 
couched. Once we know the interests that 
are masqueradtng as values, we would treat 
them as such and know how hi meet them 
in terms of our own self-interest. Rut for 
that it is necessary that we become aware 
of the way the contemporary world is 
developing and the interests and the 
motivations of each of the major actors on 
the world Mage. For that, what we require 
ix a detailed study of the economy, polity 
and culture of the western world in general 
and the IJS in particular which are the main 
protagonists in rite contemporary scene and 
without understanding whom we cannot 


The west therefore needs to become an object 
of study so that we may know it more fully 
just as we ourselves, along with ail other 
non-western nations, have been an object of 
study to it for a long, long time. 

It ts true that the west resents such a 
reversal of roles even at the cognitive level. 
Levi-Strauss's famous remark m his lecture 
at the Smithsonian in the early 60s that "the 
symmetry in such cognitive enterprises was 
not a children's play which could be 
undertaken hy any society with respect to 
another so as lo make it an object of study. 
A society must also become an object in the 
sense that it is conquered, subjugated or 
made subservient to the other". Much water 
has flown since Levi-Strauss argued this 
position in a brutally frank manner hut. 
perhaps, the internalised attitudes of bpdi 
the panics have not become much different 
from those days. This is reflected in the fact 
that while there arc numerous studies on the 
non-western world by western scholars, there 
are hardly any studies of the contemporary 
or even the classical west by scholars of non- 
western origin. Each year hundreds of 
scholars from the western world come lo 
study the non-western cultures in all their 
aspects while those who go trum the Inner 
to the west do so primarily to be taught and 
learn the conceptual structures and 
methodologies from them and not to Study 
them. A Srinivas goes to Standford and 
writes about A Rtmnnberrd Village Ul India 
just as a Dube had done long hack in Cornell 
where he wrote his well known hook cntitioc 
An Indian Villagr, hm the startling fact » 
that nobody is surprised or shucked at a. 

Wc had more than 3(10 years of British 
presence in India and more than a thoasam 
years of effective presence of Islam M Ilia 
country and yet studies, cither of British or 
Islamic civilisations, would baldly be fOUK 
to have been done on any significant scale 
hy any Indian scholar during this long perim 
of their presence in this country. 

Convcrady.thcnunjhcriihwnihsproduca 
both by British and Islam*, ^hnlari are not 
only numerous hut'rotate almostV> at) area 
in which this ci vthsatnm had been active In 
# long time. Even the number of iranslaimm 
from Sanskrit and other Indian Imgsixpn 
into English is meomparahtv more than m 
have I rum English inm Sanskrit or any o 
the other Indian languages The nruahni 
was no diRcrem in earlier mno when » 
have recorded evidence of Indian texts ban 
translated quo Arabic and Persian hy s c h o la r 
in west Aua and hy Chinese and others Mm 
the language of their own enumry Then 
seems to he aomethmg in the Hdm culnan 
which fluids to the way of ns wueUccmad 
taking an active interest ta the 'othar 
particular If the ‘other’ happen* in hetan 
to another ctvitisotion. culture nr N%m 
• 


shape our p o n d a s to meat them strategies. 
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The continuance of Mich an attitude in the 
contemporary context will have ax disastrous 
a consequence as it had in earlier times. 
Today, of course, we have the illusion of 
knowing the west, particularly because of 
our knowledge of English and what is 
availableiniilromothcrtanguagcx through 
translations. But this ‘knowledge' is 
knowledge only in a superficial sense as it 
does not encourage in us the active intellect 
which is the hallmark of real knowledge, in 
that it both encourages and challenges us to 
think for ourselves and add to it further. The 
truth of this statement may he made evident 
to anybody by asking him to reflect, even 
cursorily, on the tact that all the additions 
and innovations in this ‘knowledge' that wc 
arc supposed to possess have been made not 
by us. hut by those from whom wc originally 
borrowed this knowledge. And this is true 
not only in the field of knowledge, hut also 
in the field of technology which wc continue 
to borrow while those from whom wc borrow 
continue to innovate and make advances in 
it so that we arc obliged to borrow again for 
fear of being left behind with a technology 
which has become obsolescent and is hardly 
competitive in the contemporary world. 

One may say that the situation is not 
exactly what I am trying to suggest it to be. 
Aren ’ t there, lor example, u lot of ‘ A merican 
studies' in this country? And don’t wc have 
in fact an American Studies Research Centre 
in Hyderabad equipped with flne of Ihc best 
libraries in south Asia, and don't scores tit 
students every year go there to do research 
on American subjects in an atmosphere which 
is congenial for research? This all is. of 
course, true but when wc look a little closet 
at the areas of research undertaken and the 
type of research done and compare it with 
what the American students have done on 
India during this very period, wc will rcalisc 
that the very idea of 'research' inlhiscountis 
is different from what research means in the 
west these days. First, most of this research 
is confined to the field of American literature 
which can mote easily be done from texts 
and critical sources available in a library. 
There arc hardly any studies of social or 
political institutions which require a personal 
acquaintance with the reality concerned and 
which will involve going to the US hi study 
them. In foci, one of the reasons why students 
from the west have to come to India and 
other non-west cm countries for ’study' is 
because a living acquaintance is considered 
absolutely necessary for 'knowing' about 
such matters as they cannot be grasped just 
by reading textbooks on the subject. The 
'living reality' of a xociety or culture 
generally does not coincide with what one 
reads about it in a text. In fact, runyatime. 
it U just the opposite of it. And. if one sees 
the thrust of the empirical and even textual 
studies done by the students from the west 
during the lagt two or three decades, one 
would find that it Is concerned with the 


creation of a new 'picture* of India which 
is totally at variance with Ihc picture that 
Indians have of themselves or which they 
would like to have. It is both the images of 
the past that most Indians chcnsh and the 
future that they would like to huikJ which 
is under attack through one of the subtlest 
cognitive strategies that perhaps the world 
has even seen, for what is said is not untrue, 
hut only liall-truc and skewed in a direction 
which, mostly unconsciously, helps thccurretu 
interests of the imperium in the making. 

The ideologues in Ihc US on the other 
hand, are already urging their rulers not to 
he inhibited hy older ideologies and value- 
systems in assuming the role which history 
has provided. The idea of non-interference 
in the sovereignty of other nations' internal 
affairs is considered as outmoded and it is 
being Urged as ‘legitimate' to impose the 
new 'unequal' world order where access to 
certain kinds of knowledge, technology, 
arms, resources and markets arc to he a 
monopoly of only a lew and. ultimately, 
perhaps only of one. To impose sanctions 
against those who do not lull in line is the 
new 'divine right' of these rulers 

What wc need lirsi. thcrclorc. is a change 
in Ihc perspective ot Indian intellectuals so 
that they become interested in other cultures, 
politics and civilisations, particularly in the 


context of the way they perceive the wort 
in term* of their own interests and their viei 
of what 'others' arc and the way they war 
their relations with them to develop. Thu 
ol course, presupposes a wide-rangio 
■merest and curiosity about that which i 
diflercM from oneself: but in the context c 
a world which is politically and cooaomicaH 
competitive, mere 1 merest and curiosity wi 
not suffice. What will be required is deuuk 
inlormaiion on and analysis of ihc strengi 
and weaknesses ol the other and a 
understanding of the way its interests an 
values clash with those ol one's own » 
where they converge, perhaps against son 
other polity or society or civilisation. Bu 
as everyone knows, this is a vicious cud 
and the task of the thinkers is nm to der 
the tact ot the circle being there, hut to fir 
a way ol getting out of its viciousness whi 
tlsc actual politicians would more or le 
have to live with it and in H. 

The world of politics or trade is not 
happy one for anybody who is venou* 
concerned with the realisation of value* 
this world hut in the contemporary situate 
where, whether one likes it ur not. one h 
to he a citizen of a nation state and one b 
to have a passport tor getting out ol oae 
country and a visa lor getting into anodu 
ills imperative for intellectuals of a count 
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to reaJiKe the strategics, policies and designs 
which other stales may have towards one's 
' own. In the contemporary context, however, 
one may he deluded about the real 'other' 
as it is in the interest of those who aspire 
tor an imperium over the whole world to see 
that neighbouring countries are at logger- 
heads with each other and that it is pcrcei ved 
as the super-arbiter in disputes between them. 
The real dynamics of world politics in 
contemporary times docs not directly 
emanate from what your neigh-bouring state 
does or says but rather from those who wish 
wr use both for purposes of their own 
advancement and domination over Ihem. 
Alter the breakup of ihc Russian Empire, (he 
US alone remains as the sole aspirant for 
global impenum in thccoming century. Most 
of the world seems to have reluctantly recon¬ 
ciled itsell with the situation, though (Itere 
seems some attempt by western Europe on 
the one hand and Japan and China on the other 
tocrcate some counter-balancing bargaining 
positions at least in some iireas for themselves. 
As for India, it neither seems to possess the 
will or die vision or the skill to inanocuver 
in the situation that is emerging both at the 
political and the economic level today. 

Yet. ultimately it is (he task ot the 
intellectuals to expose the interests behind 
the rhetoric of values and. in a sense, confront 
those whir want to impose a new order on 
the world with their own violation of it in 
their own country and their own peoples. In 
this task the intellectuals of the non-western 
world have an advantage as neither ihc US 
northe European countries are a closed society 
and. at leas! ihc US is almost a pluralist 
society in the extreme where every possible 
view has still a preacher and an audience 
These are some of the most investigated 
societies by thetrown institutions, but seldom 
ha* the data collected by them been used for 
purposes of a different analysis than the one 
which the intellectuals of that society are 
usually prone to do. The presence of religion 
ahd superstition in the west, lor example, 
is rampant even on those prestigious 
campuses where every year thousands of 
non-western students go to learn and yet the 
image ot rational west continues to dominate 
the nun-western ntind. Similarly, there is 
large-scale corruption in the military 
estahlishmcntsandcvcnthe NASA Research 
Programme is not immune to it as has been 
documented by its own inquiry committees. 

Yet the picture of the honest west continues 
ioda//le and dominate the non-westem mind. 
The discrimination against the different 
ethnic groups js well known a* well as the 
Islet that the Sudra functions in most ot these 
Countries arc generally performed by legal 
or illegal immigrants from poor neighbours 
, Central and Latin America or even by 
vJhoac that arc still pouring from the Pacific 
iiMheFar East. Yet the idea of a noixastc 
’‘ifleiety In rhe west is sedulously propagated 
fiM accepted everywhere. 



These are only rough example*. The point 
in that this immense data need* to be analysed 
from a new point of view and that empirical 
studies of western institutions in their own 
setting be undertaken by non-western 
students with open minds .and open eyes. 
Also, the intellectuals of the western world 
should be challenged to take a closer look 
at the reality in their own countries and 
engaged in a dialogue regarding the double 
standards they use for description and 
analysis for their own country and the ones 
they use for countries other than their own. 
To give hut one examplc.'thosc who tell us 
that the idea of nation state has become 
outdated in the modem context need only 
be asked to abolish visas to their own country 
and lace the consequences thereof. This ol 


course they wW never dd, for they would 
like the abolition of visas in all non-western 
countries fortheniad mandnot be prepared 
to do the same for othen in thetrown country. 
This epitomises the current world situation 
as do the exchange rates bet ween the western 
and non- western world and it is in thiscontext 
of inequality that the debate on a new world 
order based on universal values has to be 
contacted, for there still are sufficient persons 
in thi west who believe in the universality 
of reason and a dialogue in its terms. But 
for that to occur, what we really need is an 
'active intellect' that does not accept every 
intellectual ware that comes at its face value 
without scrutinising its real worth und testing 
it at the bar of one’s own judgment and 
experience. 
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From Club to Karkhana 

Sanjay Subrahmanyan) 

Maritime India in the Seventeenth Century by Sinnappah Arasaratnam: Oxford 
University Press, Delhi. 1994; pp ix + 294, Rg 375. 


IN a publishing career that now spans very 
nearly four decades, Sinnappah Arasaratnam 
has been a prolific writer (at least lObooks, 
and several hundred papers would he my 
guess) on the history of Indian Ocean trade 
between 1500 and 1800. and on ethnic and 
sectarian problems over the last two centuries 
in Sri Lanka and south-east Asia. Where 
maritime India is concerned, hts geographical 
focus since the early 1960s. has very largely 
been on the Coromandel coast of Andhra 
and Tamil Nadu. He has drilled gradually 
from work on the latter half of the 17th 
century, to writing more and more on the 
1 Kth century. His current research seems to 
locus largely on issues relating to the 
transition to colonialism in the context of 
(ate 18th century Coromandel. 

As he reminds us m his preface to this 
book. Arasaratnam was a founder-member 
of the Indian Ocean ‘club’ of the 1970s. 
which produced a number of influential 
essays and monographs, as also the collect i ve 
volume India and the Indian Ocean. 1500- 
IXOOlak A shin DasGuptaand M N Pearson) 
in 1987. That work represented the belated 
result of a conference at Santtnikcian. and 
the coming to fruition of a sort of consensus 
in which such historians us Pearson. Das 
Gupta. Om Prakash. Brace Watson. Peter 
Marshall and of course Arasaratnam 
participated. These authors agreed in essence 
in the 1970s with the thesis ot Siccnsguard 
that the Companies were a significant 
modernising force in the context of the early 
modem Indian Ocean, and drew a sharp 
contrast between the 16th and the 17th 
centuries. They also set out u picture 
(adumbrated by Pearson and lent cautious 
support by Das Gupta) of Indian merchants 
adrift in a hostile sea. and prey to the 
competition of Europeans. Merchants and 
states were seen at clearly disjunct in the 
Indian context; this was seemingly a 
structural characteristic of Indian society. 
By the turn of the 1980s. this view had 
received the benediction ot the doyen of 
India’s 'medievalists’, Irfan Habib, who took 
to quoting Das Gupu and Arasaratnam with 
undisguised approbation, even while 
expressing scepticism about some of 
Steensgaard ’s more extreme flights of fancy 
(on ‘peddlers’, for example). The view 
summariced above thus was by the early 
I980sapcrfectly web-established onhodnxy 
Even determined loners like K N Chaudhuri 
(who perhaps preferred the Athenaeum to 


the Indian Ocean Club) did not deviate 
significantly from this line (cf his 1985 
work. Trade and Civilisation in the Indian 
Ocean), though admitting, like Habib, certain 
qualifications in respect to Sleensgaanl's 
arguments. Puccu members of the Army and 
Navy Club like G V Scammcl (cf The First 
Int/mrial Age ) quoted chapter and verse from 
the writings of this other dub. while stoutly 
defending them trom attack by their rare 
critics. Noblesse oblige. 

But. by one ol those minor ironies ol 
history, by the lime India and the Indian 
Ocean appeared, the club had become rather 
more crowded. Not only were there new 
applications lor membership drum the likes 
of Tcotonio de Sou/.u. Anthony Disney. 
H W van Santcn. or J 1 Brcnntg). but a 
number ol ‘gate crashers' came along to 
spoil the party. These were historians of the 
hinterland, like Frank Pcrlin. C A Bayiy and 
David Luddcn. who wished to incorporate 
the Indian Ocean into their arguments about 
the long-term historical trajectory o! south 
Asia. Not content with challenging the 
historians of the interior, it appeared that 
they wished to break up the cosy division 
that the 1970s version of the Treaty of 
Tnrdcsillas had imposed between coast and 
hinterland, and between those who read 
Persian and those who read Dutch (in a 
manner of speaking). Their intervention 
helped in part to shill the terms of the debate, 
to change the Indian Ocean Inrni a closed 
club lu an open-ended workshop, or a 
‘karkhana; il one prefers. 

In a convoluted way. this hook is 
Arasaratnam's response to these changes in 
the terms of the debate, and as such is a 
curious exercise. First of all. the hook is 
deliberately designed to be totally devoid o< 
footnotes and even bracket (Chicago-stylc) 
references. It thus has the appearance of a 
primer or manual. The references to other 
authors whose work has been consulted is 
relegated ui a summary discussion in the 
'Bibliographical Nates' (pp 276-91). Here, 
happily, not only the oW faithful members 
of the club but relative latecomers (and even 
Frank Peri in) find mention. This is indicative 
of somewhat changed times, no doubt. But 
the technique has its limrtaliorts. The mnocent 
reader is let) with little or no sense that this 
book is located in a debate. Other writers 
are never cited nr discussed in the text. We 
usually have to take Arasaratnam's espousal 
of an argument on faith, rrmpiy because he 
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believes that the contrary view is wrong.* 
‘exaggerated’, or 'unlikely' tor because he 
does not mention it). The Author thus 
emerges as his own main Primary Source, 
in a happy conflation of categories. As a 
consequence, we have the construct roe of 
a mellifluous narrative, a ‘story’ if you will, 
that the reader is led into while sitting at 
Arasaratnam'* knee. 

This story is divided into lOchaptcrs. We 
begin with ‘Ports and the Ocean’, with its 
obligatory gazetteer-style move up and down 
the coast. This is a technique that Arasaratnam 
has long patented. Then wc move on to the 
‘Legacy ot the Immediate Past', which 
contains a synoptic and rather hurried 
discussion of the 16th century. There now 
fol low four core regional chapters on Gujarat. 
Malabar and Kanara. Coromandel, and 
Bengal. Kanara is given rather short shrift 
m ihis process..as is the Konkan. Indeed, 
even Kerala winds up being rather neglected 
in relation to Gujarat and Coromandel. 

The real 'innovation' comes in Chapters 
7 and 8. which discuss merchants and thek 
political positioning, and concede at least 
some modifications to the Pearson 
mcrchams-and-ruters hypothesis. The Iasi 
chapter but one on ‘Shipping and Seafaring' 
opens up an interesting domain but barely 
touches its surface. This is because the 
secondary literature there is poor, and m a 
hook such as (his. no new research by the 
author is demanded. The Conclusion 
provides one with a chronological prospect 
of ihe drill to European hegemony in the 
18th tentur?. and curiously enough 
reintroduces Pcarson'shypiUhesisuf weakly 
articulated stales and unprotected merehaMs 
hack into the picture 

In the final analysis. I must confess to 
being unsure who the reader of this honk 
is meant to he. Specialists will want more 
depth, and in a more rigorous f rame wort, 
they will also wonder why relatively eaarty 
accessible secondary literature in English it 
being summarised once more. Are the book’s 
readers the hibernating historians of the 
interior, on the assumption that the oM 
division of labour holds? Or is it meant to 
be a book to be browsed through and read 
on railway trams by curious membe rs of the 
middle class? If the last, its narrative lacks 
the warmth, texture and relief that wuuM 
hoid such a reader’s attention. Arasaratnam 
is a worthy essayist of the old school, hut 
his writing style does not have the th re at 
and grace of his colleague am) ally AUbta 
Das Gupu. For example, the testis crowded 
with place-names and details that add Male 
to its general outlines. There ate go 
dhtmtnanng anecdotes, no juicy comet 
porary quotations, no witty term ot pftrmt, 
And. alas, some of the details are snugly 
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wrong. Wc am told eariy on of “the first 
voyage of Vasco da Gama who was piloted 
by Abdul bin Majid, presumably a Gujarati 
Muslim*' (p 8); later that Honavar wax the 
principal poit of the Nay aka oflkkcn (p 22): 
or again of the Portuguese capture of Diu 
in 1554 tp45): repeatedly that Nagnpaii inam 
was fortified by the early 17th century; on 
p 249, the incident attributed to 16.18 took 
place in 16.14; the Mughal ship Gunj-i Sawai 
is throughout called Gunj-i-Sawar. and so 
on. Indian and Arabo-Persian names are 
spelt throughout with careless abandon; 
"Muhnniad", "Taqui”. “Meah Mizany", etc. 

If there were a strong new argument in 
the book, or a strong quantitative foundation 
(ax we expect from Om Prakash’s 
forthcoming volume in the New CwnHridfte 
History of India) such detail could he 
dismissed us ‘mere detail'. But the hook is 
a work of narrative history, and hence has 
to be reliable as narrative. Here it falls short 
of expectations. This said, it must be said 
that the book docs have its merits, most 
notably its useful bibliographical essay. 
Certain simple ideas arc also set out. although 
at somewhat tedious length, and (for a book 
of this size) with a surprising amount of 
repetition. Still, wc have a sense that - if only 


the format had allowed himto-Anuaffanam 
might just have engaged his peers and even 
younger historians in discussion. This is 
reassuring because m e m ber s of the Indian 
Ocean club have nut always been so open- 
minded; another recent hook by Arasuratnam 
and Aniruddha Ray. tilled Mosuli/talnum 
and Camhay (Munshiram Manoharlat. 
1994), possesses the apparatus of footnotes, 
hut practically refuses to acknowledge the 
existence of other historians who have written 
earlier on these subjects. 

Now. as teachers so often tell their budding 
research students, writing history is not 
merely about the relationship between the 
historian and his ‘sources', hut between the 
historian and historiography. Simple, 
unreferenced, under-problcmatised. narrative 
histories thus represent a throwback to 
another age. to the time of N Maclcod and 
H Tcrpstm. Wc surely do not need to tend 
Amuldo Momigliano to realise! hat. As things 
stand, then, wc must look forward to 
Arasaratnam's forthcoming monograph on 
late 18th century Coromandel. Irom which 
wc shall have a heller sense of where he 
chooses to locale himself in relation toother 
historians and their work - and. above all. 
ir/iv he does so. 


One-Dimensional View of Dalit Movement 

Gopal Guru 

From Concession to Confrontation: The Politics of Indian Untouchable 
Community by Jayashree Gokhalc: Popular Prakashan. Bombay. 1993; pp 381, 
Rs 300. 


BARRING a few exceptions both in Marathi 
and English, recent studies on the dalit 
movement in Maharashtra arc cither 
sequential in nature or theoretically 
insensitive. Jayashree Gokhalc's book under 
review offers a theoretically sensitive 
approach involving criticism of the cultural- 
ideological approach adopted by M N 
Srinivas. Mark Jucrgen.snicyer, Eleanor 
Zdliot. Owen Lynch and Michael Mollatl. 

According to Gokhalc, the cultural- 
ideological approach treats the untouchables 
as a striking case of submissiveness tp 34). 
On the contrary, the author argues, the 
untouchables did not always accept their lot 
with stoic obedience and docility. They, 
particularly the mahars. protested some limes 
violently against repressive Hindu social 
order (p.34). The author criticises thccultural- 
idcotogical view of the dalit movement for 
' ml taking into consideration the overlap of 
Caste and class dimensions of the mahar 
movement in Maharashtra. Therefore, ihc 
author, basing her theoretical framework imi 
: the approach ot Kathleen Gough and 
^'Emmanuel Terry, believes that the historical 
|^developmeniof the mahar community reveals 


a structural overlap of (he caste and class 
factor (p 15). This overlap of caste and class 
gets reflected in the relationship between the 
low economic position and the low position 
the mahars occupied in the social hierarchy 
of Indian society then and now. However, 
due to the lack of empirical data, the author, 
fails losuhstantiatethis contention. Similarly, 
her criticism of the cultural-ideological 
approach for having overlooked the class 
conflict dimension ot the mahar movement 
tp 5) docs ms get justified since her own 
study fails lo establish sufficiently and 
systematically as lo how the mahar movement 
in Maharashtra represented class conflict. 
The author, therefore, ends up giving a casual 
treatment toucomplcx but important eoqgept 
like the caste-class overlap. This may he 
because the author has not located her own 
framework in the background of (he debate 
that began in late 1970s between Dipankar 
Gupta. Sharad Patti and GailOmvedt. In ibis 
debate which aimed at deciding the true 
cpistemic status of caste and class. Gifpta 
considered caste as a part of superstructure 
while the latter considered h as a part of the 
base (Gupta 1978). in fact, for anyone 


studying the mahar move meal, ft ii 
imperative to understand Ambedkar’i idea 


of class-caste relationship and his treatment 
of caste os part of base or superstructure. 
Further, is this overlap between caste and 
class without any complexity? If this was 
so, as t he author seems to bcl ieve, what sense 
does one make of the mahars of Vidharbha 
who were socially inferior to the upper castes 
but economically superior to them? Even 
today in the Nagpur region, landholdings of 
the mahars are larger than that of the upper 
castes. In fact, in some villages near Nagpur 
the upper castes work as agricultural 
labourers on the fields of the mahars. There 
ore also medium mahar industrialists in 
Nagpdr. Thus, this economic position of the 
mahars. at least in the Nagpur region, disturbs 
the correlation between low social status and 
low economic position. 

Similarly, according to the caste-class 
overlap, the brahmins and the higher castes 
ean easily be identified as the exploiters and 
the shudras as the exploited. But what about 
the kunbis. kapus and vokkaligus? Were 
they the expolitcd? Do they not exploit and 
assault the dalits even to this day? Was not 
Amhedkar sensitive to this non-brahmin- 


dalit tension in Maharashtra, and Madras 
presidency? Even today, along with the 
mental harassment, the growing atrocities 
on the mahar-huddhas by the upper castes, 
particularly Ihc non-brahmin castes ot rural 
Maharashtra, confirms the intolerance and 
hatred against these most exploited sections 
ol Maharashtra. This attitude reflects u 
vertical articulation of social tensions. 

Horizontally, internal differentiation is 
taking place among the mahars ol Maha¬ 
rashtra due to the wcllarc-stute intervention. 
This internal differentiation was visible 
among the mahars of Nagpur region even 
before independence. Gokhalc rightly takes 
note of the role the state played in facilitating 
the elite formation among the mahars. Thus, 
we have mahar malguzars in the pre- 
indcpendencc period, and in the post- 
independence period wc have mahar elites. 
Thus, the vertical social tension between the 
muhars and the middle and high castes and 
the horizontal tension within the mahars 
certainly calls into question the caste-class 
overlap the author is attempting to establish. 

But then, if these internal, non-ant agonistic 
contradictions arc emerging within the mahar 
community, why do they not find organised 
and manifest articulation against the mahar 
aristocracy? It appears that the aristocracy 
has been trying lo counter the subaltern 
mahar consciousness by cither appealing to 
mahar solidarity in Ihc face of any outside 
opposition to their vested interest or by 
performing welfare activities like inaugu¬ 
rating schools for mahare (like the ones 
started by mahar malguzars of Nagpur before 
independence) or distributing free books 
and clothes, and conducting tree coaching 
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mahur* by participating in the dalit struggle 


from the periphery. Ukc paying omninal 
contribution to a social function or a social 
struggle the latter organise. Thus, resurrecting 
the ideology of mahar solidanly may not 
have direct hegemonic intention, nor it may 
reproduce the ideology based on social 
hierarchy (though this charge may. hold true 
in respect of the attitude of the mahar* towards 
the manga) but it can indirectly contribute 
to legitimation of the structures of 
domination. The author has missed this point 
which has lot of hearing on the formation 
of the iinti-stule. and therefore, anti-systemic 
mahar consciousness. 

However. Gokhate's study of the mahar 
movement in Maharashtra makes three 
relevant points which are similar 10 Zclliot's 
study on the mahar movement. First, the 
author aticmpts to understand the emergence 
of the mahar movement against the 
background of various pre- Ambedkar social 
movements by situating (his emergence 
wilhin lhc socio-economic changes taking 
place as u result of British imperialism, 
policies in the I9ih and 2()ih century 
Maharashtra. She argues that the organised 
protest of the mahars under Amhcdkar's 
leadership should he understood in terms 
ol the displacement process of the mahars 
and their subsequent migration caused by 
lhc pull factors’, such as education, 
industrialisation, business, transport and 
communication system that created job 
opportunities for (he mahars (p 47) and the 
'push factors'. such as lundlessness. 
uneconomical landholdings, and subversion 
ol iradilionul occupations (p 47). 

Secondly. Gokhale talks of the primacy 
of politics ol the mahur movement in terms 
of political strategies, and lhc forms ol 
political participation and political organi¬ 
sations thui were used by the mahars to 
register their protest. She also highlights 
Amhcdkar's growing political concern 
behind developing an independent mahur 
political identity. Thus, the strategical shift 
from the socio-economic sphere lo the 
political constitutes the primacy of lhc 
political. Thu is a valid point since it 
highlights the centrality of politics in the 
mahar movement. Yet (he primacy of the 
political is seen by the author as a disjointed 
process. The author seems to convey Ihatthe 
sncio-culturul activities of the mahars in the 
1920s were devoid of any political element. 
Bui were not the mahur efforts at temple 
entry and for sanskritisaiion potentially 
political as they reflected a negative 
consciousness which is a pre-coodhion of 
a real political consciousness'.’ Moreover. 
Amhcdkar* primacy ol politics is not lo he 
seen merely in its instrumentalist sense but 
also In its theoretical-normative sense. 
Amhodkarctawidcrcd all struggles, including 


considers Bfuigwat Gila a political book. 
The Bluigwat Gita legitimised the sub¬ 
jugation of the shudros and the ati-shudras 
to the hrahmimcal domtnationofupper caste 
class (Kccr 1954:130]. By the same logic. 
Amhcdkar's The Bndtlha and His Dltamma 
should he read as a political hook since it 
annuls the negative utopia of Bhaftwat Gita 
and provides a positive utopia oi the Buddha 
and his Dhumma hy assuring the toiling 
masses of the right to quality, liberty, 
fraternity and Irccdnm. Thus, at a theoretical 
level Amhcdkar’s politics determines the 
creation ol civil society and also aims at 
progressive transcendence ot the individual 
into the cotkcii vc. This has been adequately 
home out hy Amhcdkar’s criticism of the 
French revolution as a desirable hut an 
incomplete revolution, and (he Russian 
revolution as a complete one IKhairmode 
1987: 47-4K|. 

Thirdly, despite (he theoretical failure lo 
relate the caste-class overlap to the mahar 
situation, the author nonetheless attempts lo 
critically assess the role ofdiflercnf political 
organisations floated by Amhcdkar and later 
hy his followers Gnkhalc regards the 
Independent Labour Party < ILP) established 
hy Amhcdkar in 1936 as representative of 
the class model since it sought ui include 
peasants and workers from all castes tp 134). 
She lurthcr argues that (hough the issues 
which ILP mobilised were secular in 
character (p 1321. (he party failed lo sustain 
lhc class unity ol all lhc exploited castes. 
She lists following reasons lor lhc fail ure¬ 
al ILP Firstly, ihc Cohgrcss politics 
implanted a rill between the mahars and the 
mangsul Malurashtra. Secondly. (he manuha 
textile workers practised caste discnminalion 
against Ihc uniouchuhlc workers in the 
weaving and spinning sections ol Bombay 
textile mills Thirdly, lhc communist 
commit mere to social issues was questionable 
tp 140). All this prompted lhc mahars lo 
have separate organisations which would 
represent their specific case. 

Though it is true ihal ihc Bombay textile 
workers were plagued with caste cons¬ 
ciousness and Ihc communists tailed to 
address it. this consciousness was not only 
a colonial construct hut was also perpetuated 
among the workers hy native industrialists 
of Bomhuy. For example, the chawls ol 
Bombay textile workers were constructed 
by the British town planners and the native 
capitalists along caste lines which later 
became sites ol caste and communal tensions 
|Guru 1987:39). Further, why were the 
maratha workers poeticising caste 
discnmiaaiion against the mahars? Was it 
because the mural has were intrinsically 
casteist? Why were the nwnthas practising 
cute discnminatam only in cerium sections 
of the textile milts? This demands answer 
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became otherwise caste consciousness ax a 
divisive force amongst the Bombay textile 
workers can become a stereotype. The 
maralhas and other upper castes were 
opposing the entry of the mahars into certain 
sections of the mills because they did not 
warn any further competition from the mahars 
for the already shrinking industrial jobs. 
Also, since the weaving and spinning sec*ions 
were well-paid Ihe maralhas did not want 
competition in lhc sc sections IChaudhari 
1975:90). 

Damt Raroust tu Class-Based 
Momusatkjn 

In her chapters on Republican Party of 
India(RPI iand Dalit Panthers t DP).Gokhale 
assesses the political response of these two 
organisations Ui the class-based rural 
mobilisation of the landless castes of 
Maharashtra. She argues that the RPI and 
DP were in the beginning sensitive to the 
caste-class dimensions of the lolling masses 
of Maharashtra. To substantiate her 
argument, she refers to the dalit struggle for 
government land led by DadaxahcbGaik wad 
and highlights the literary response to the 
dalit political movements in Maharashtra 
tp 226). Gokhale opines that the caste-class 
sensitivity of (he RPI and DP. however, was 
temporary and both these organisations foiled 
in sustain Ihc democratic consciousness of 
ihc intling castes I p 242). The reasons listed 
tor the failure are: (a> the election 
manoeuvring by lhc (lain leaders, (bi the 
hoddhisi conversion that divides the mahars 
from ihc other scheduled castes, (c) ihe 
parochial mah.tr leadership. Idi the shift 
Irom lhc rural base in that ot lhc urban 
middle-class of the RPI (p 2501. and (cl the 
appropriation of dalit* by the socialists and 
ihc Congress, leading to the eventual decline 
of dalit organisations! p 275) Bui dm teems 
to he a simple, straight I orwand reasoning, 
inadequate lo explain the complex dalit 
poll ires It is not possible to grasp the failure 
of posi-Amhcdkar dalit politics (barring 
1959. 1969 RPI. and early years of DP 
activism), without linking ii to lhc 
tdcologisation ol Amhcdkar hy the RPI 
leaders and their so-called da) it mtdlectuab 
•n Ihe stale. This ideokigtsaiKin emphasises 
Amhcdkar's ideas on democracy, liberal 
state, political and bureaucratic power, and 
ihe Indian Constiiuinm It underplays hts 
critique of liberal democracy, which grams 
only a legal status to the individual IGaru 
1993a). R overlooks his cnOquc of pahncai 
power in plural democracy which canon* 
sufficiently arm the dalm to change their l ifc 
condition (Guru 1993b) and Ins cnmcttmnf 
lhc Indm Constitution as a text ftrit of 
contradictions. This tdenkigtsahun caw- 
d amag e not only to Ambedkar but n> the 
entire km imp masses m three ways. firstly, 
it robs Amhcdkar’s ideology ol iH 
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revolutionary and subversive character and 
hence in effect lead* to the legitimiMticrn of 
the oppressive ideological and institutional 
structures. As a corollary to this, the 
ideologisation replaces the need on the part 
of the dalit leaders to make Ambedkar's 
ideology complementary to other emanci¬ 
patory ideologies. The critique of Gandhi 
and Marx, right from B C Kamble in 1959 
to Mayawati in 1994 is the case in point. 
Dalit intellectuals who attempted to relate 
Ambedkar to Gandhi or Marx are projected 
as anti-Ambedkar and, therefore, traitors. 
The ruling party and the state in Maharashtra 
feels comfortable with leaders who condemn 
left dalit intellectuals and labelled the land 
struggles of the dalits in 1959 and 1964 as 
unconstitutional [Kasloe 1989]. In such 
situation, the state finds itself free to discredit 
the dalit movement by co-opting the most 
radical dalit leaders like Dadasaheb Gaik wad 
under whose leadership the land struggle of 
1959 and 1964 had seriously threatened the 
post-independence state for the first time. 
This ideologisation of Ambedkar has 
hampered the growth of democratic 
consciousness through a broader ideological 
mobilisation of the toiling castes. The dalit 
leaders have appropriated Ambedkar unto 
themselves, raising his statues and busts in 
the narrow contours of a mahar or buddhist 
colony. The state and the rural and urban 
rich help such efforts deifying Ambedkar by 
offering government land and finance. This 
kind of palron-clieni relationship between 
the state and the dalit power brokers is a 
result of a class alliance. The dalit clients 
who cither profit or live-olf the exploitation 
of their labouring brothers, arc maintained 
by their patrons at the periphery of various 
power structures and thus, specialise in 
legitimising the state. Hence, it is absolutely 
essential to take into consideration the state- 
dalit relationship. Co-optation of dalits by 
the Congress does not completely explain 
the systematic suppression of organised dal it 
expression by dominant political forces. 

Mahar-Mang Conduct 

In locating caste and class dimensions of 
mobilisation of the toiling masses Gokhalc 
views Amhedkar^s buddhism as relevant tor 
the class mobilisation of lower caste Hindus 
and the untouchables. She argues that 
Ambedkar's buddhism provided basis for 
the consolidation of a new caste identity. 
But. buddhism which was a rallying point 
in affecting horizontal mobilisation could 
neither achieve the unity of all castes within 
the dalit community nor ctmld it achieve 
vertical mobilisation of lovfer caste non- 
dalits and the dalits. According to Gokhale. 
buddhism could not have total impact even 
on the mahars (p 157). However, the author 
does not give appropriate reasons for the 
failure of buddhism to create democratic 


consciousness both at the vertical and 
horizontal levels. To understand this, it Is 
necessary to ascertain whether the failure is 
a fault of the buddhist theory or the buddhist 
practice? In fact the fault lies in the theory 
as well as the practice. The buddhist bhik- 
shus with the sole exception of Anand 
Kousallayan.do not reinterpret buddhist *tri- 
saran* as equality, fraternity, and freedom 
from exploitation. They do not separate the 
tri-saran from the 'panchasheel' which is 
related to individual moral conduct. These 
leaders insist that both these aspects of 
buddhism should be followed. Thus, the 
attempt to force down the throat of the 
followers who are not prepared to digest this 
combination is bound to fail. In other words, 
the attempt is lodissol ve the tension between 
the tri-saran (the collective) and the 
panchasheel (the individual). Thus, the lack 
of radical reinterpretation of the tn-saran as 
equality, fraternity, and freedom from 
exploitation, and the failure to isolate the tn- 
saran from the panchasheel (making the 
latter an individual prerogative) prevents 
people who find it difficult to follow the 
panchasheel in toto from coming together 
on the tri-saran which offers a common 
programme for collective mobilisation of 
the oppressed. This buddhist homo¬ 
genisation. which neither the Buddha nor 
Ambedkar would have approved, is also 
evident at another level. The buddhists insist 
that they should adhere to buddhism in its 
positivistic form of complete rationality and 
scienncism. Those who do not fulfil this 
essential condition face dire consequences 
like social boycott, unbecoming of any 
buddhist practice. If this homogenisation 
prevents the mahar-buddhists from enjoying 
other creative cultural practices of the little 
tradition how can they fulfil Ambedkar's 
dream of the buddhist dhamma? Since this 
homogenisation eschews varkan hhakti 
tradition ol Chokha and Tukaram (some 
attempts in this direction are being made by 
dalit leaders, like AruirKamble. and Bahujan 
Mahasangtu in Maharashtra), how can 
buddhism hr expected to unite the other 
backward castes to create conditions of 
emancipation? Such queries should have 
warranted author’s attention 
Moreover, assessing the impact of 
buddhism iff Maharashtra, it is observed that 
the response of dalits to buddhism is uneven 
in Maharashtra. The mahars from Vidarbha 
were the first to respiond while the dalits 
from K on turn and southern Maharashtra were 
the last. Did (he various social reform 
movements, and bhakti movements like 
mahanubtuv. varkan made it easy for the 
Vidarbha mahars to respond to Ambedkar’s 
call earlier than (heir counterparts from 
Konkan and southern Maharashtra? Or was 
this due to absence of strong Christian 
movement that would otherwise have 
deviated the mahars of Vidarbha front the 


buddhist conversion? Tn fact this was tht I 
case. So, how come Gokhale says that the * 
buddhist con version was a personal decision ; 
of Ambedkar and the mahars responded to t 
it overnight (p 171)? Incidentally, there is j 
a late response, as late as 1982. of the mahars ( 
to buddhism in western Maharashtra. What ■ 
could he the reasons behind this occurrence? ■ 
Questions such as these remain unanswered. 

According to Gokhale. the mahar-mang 
conflict has been another major hurdle in 
creating class model of politics in _ - 
Maharashtra. The author, taking cue from 1 
various studies, lists lollowmg factors for • 
the conflict between the mahars and the 
mangs: the monopolisation of various 
government schemes by the mahars. the 
feeling of mutual suspicion, the controversy - 
over the buddhist con version and the passing- 
over of traditional occupations of the mahars 
to the mangs. It is true (hat the mahars have 
taken more advantage of government 
opportunities.But otherwise the mahar-mang 
tension is treated by the author at the level 
of polemics. If the debate is not compre¬ 
hensive it can lead to serious problems 
This is already happening as some rang 
elites and Congress leaders are fanning 
host i 1 1 1 ies bet ween the mahars and the mangs 
(Guru 1993c] 

The question that begs serious attention 
is why the mangs have become mobile 
recently? Their traditional skills like rope- 
making, baskets and broom-making kept the 
mangs tied to the village economy. As 
compared to die mangs. the mahars were 
unskilled labourers and numerically larger, 
and hence, had to face early displacement 
from the village due to the growing pressure 
of agrarian unemployment caused by the de- 
pcasantisarion of the cultivating non-dalit 
castes under the British colonialism. The 
mahafs look to education for survival, tmd 
hence, their early response to government 
facilities Though the mangs from the 
drought-prone area of Bombay stale were 
migrating to cutes, even before 1947, a 
massive displacement of the mangs began 
from 1970 onwards It is during this period 
that the ropes produced by Garware Nykm 
industries subverted the traditional 
occupation of the mangs in a big way Thus, 
by the time the mangs arrived in the 
de vetoproenul process, (hey lound it already 
stagnated in terms of job opportunity and 
other avenues of progress. Instead of 
understanding these processes that u nderlie 
the structure of inequality, the mangs hold 
the mahars responsible for their 
backwardness This amt-mahar led mgs are 
inflamed by the interested parties, sometimes 
leading to clashes between the two 
communities. Gokhale cites British rape 
industries subverting the traditional 
wcupation of the mangs in the beginning 
of 20th century. But dusts dubiousBrady, 
Gokhale does not provide any ev kfcwr a as 
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!■:§> to when, bow and where the British rope 
' >■ industries subverted the mangs traditional 
j • rope-making occupation. Secondly, the 
displace mem of the mangs con best be 
■A understood in terms of the drought situation 
. that pushed the mangs out of the village 
economy. 

M/uiar Movement in Vidarkiia 

Discussingihecarly organisational efforts 
of the mahars of Bombay and Nagpur 
regions. Gokhale draws an interesting 
" theoretical point about the different political 
development of the mahars of the Nagpur 
region from the other parts of Maharashtra, 
relating this difference to socio-economic 
factors. She mentions that the mahar 
movement in Vidnrbha being less radical 
' than that in Konkan and the Dcsh (western 
Maharashtra) (p 74). However. Gail Omvedt 
differs from Gokhale's observation. Omvedt 
locales an element of radicalness among the 
mahars of Vidarhha. Omvedt attributes this 
radicalness to the liberal political utmospherc 
that prevailed in Vidarha and to the peasant- 
worker nexus. OmvcdCs argument makes 
sense if one understands it against the 
background of the massive suppression of 
the mahar political expression in Marathwada 
for 500 years under the hostile feudal 
structure of the Nizam of Hyderabad. But 
Gokhale's observation also seems val id since 
the mahars of Vidarhha at least a wealthy 
section ol it. lucked radical content. Yet. 
Gokhale tails ui relate as to how the relative 
affluence ol Vidarhha mahars led to the 
blunting of radical edge ol the mahar 
movement. This relative lag in the mahar 
consciousness can he understood if the mahar 
material interests arc seen to he no di I ferent 
from the upper caste zamindary interests 
epitomised cither in the Hindu Mahasahha 
or the Congress of Vidarhha. It is against 
this background that one can understand the 
mahar leaders favouring the Congress and 
the Hindu Mahasahha in Vidarhha. 
Delincatingihelogicofthisrcgional variation 
further Gokhale argues that the economic 
comforts of the mahars’ as well as their 
f ragmentation into sub-castes prevented the 
development of u radical consciousness in 
the mahar movement of Vidarhha. Gokhale 
t also thinks that the isolation of Nagpur from 

events and advances taking place in Bombay 
and the absence of the mahar mi I itary tradition 
which played a major role in mobilising the 
mahars of Konkan and Satara to have 
contributed to this phenomenon (p 74). Even 
jj though the military tradition has contributed 
fi to the radicaiisation ot the mahar movement. 

■ the first argument by Gokhale is less 
i. convincing. Firstly, there was no physical 
■&' isolation between Nagpur and Bombay. They 
V'Were linked to each other by railway. 
^Ambedkur accompanied Chhaurapati Shahu 
'7 Kolhapur to Nagpur in 1920. Therefore. 
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the lack of radicalness. if any, needs to be 
explained in terms of something else, and 
not isolation. In fact, alter 1920 Ambedkar 
stirred the mahars against the British 
imperialists and the native brahmins and 
banios. Even if one accepts Gokhale’s 
argument that the mahar movement in 
Konkan and the Dcsh was sncio-polilically 
radical than (he mahar movement of 
Vidarhha, it holds true for the pre- 
independence period. After independence 
Ihere is an eclipse df militancy and radical 
content in the mahar movement of these 
regions |Guru 1993d). (Gokhale has not 
covered the prc-indcpendcnce mahar 
movement of Marathwada.) Gokhale’s work 
docs not forwiird any answer regarding the 
regional variation in the expression of dalit 
protest from I960 onwards. Yet. the 
following argument con elucidate the dc- 
rudicalisation of the movement in western 
Maharashtra. The green revolution and the 
network of co-operative institutions has 
resulted in the improvement of economic 
conditions of both the mahar landholders 
and the landless labourers in western 
Maharashtra. As a result, the dalits identify 
themselves with the co-operative bosses at 
various levels of politics. It is due to these 
corresponding benefits, no dalit group can 
claim to he enjoying the support of the 
common mahars from southern Maharashtra. 
Besides, the co-operative structures, the 
Christian conversion of the dalits in this area 
also contributed to the pacification of the 
dalits. The Christian conversion did not 
advocate confrontations with Hinduism 
which the buddhtst conversion in Vidarhha 
and Marathwada effectively did. It is only 
after Chundurc killings that the Dulii- 
Chnstian Liberation Movement launched a 
scathing attack on Hinduism of RSS variety 
| Guru 19921. In the Konkan. the mahar 
movement has almost disappeared alter 
independence because of the massive 
migration caused hy regional backwardness. 
The landlessness ol the mahars who did not 
possess even the watan-land facilitated the 
migration (Gaikwad 1992j. As a result, (he 
young mahars migrating to Bombay and 
Pune left the older ones to survive on the 
moncyordcr economy. In such a scenario the 
mahars cannot become a critical part of the 
social relationships in Konkan. Thus, there 
cannot he any radical movement based on 
genuine and authentic consciousness of t£e 
local mahars. 

As compared to the Konkan und western 
Maharashtra the dalit protest in Vidarhha is 
more militant and the dalit solidarity much 
stronger. Thisdulit militancy tsofien reflected 
in their collective retaliation of the Shiv 
Sena and their militant protest on the 
renaming issue ol Marathwada university. 
Five dalit activists from Nagpur were kilieu 
in the police firing of 1978. The dalit 
solidarity is also retlected in the duiit folk 
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literature of Vidarhha. This militant 
expression of dalit protect in Vidarhha isdue 
to genuine educational interventions by the 
non-brahman leaden. The educational 
endeavours of Punjabrao Deshmukh. the 
Nagsen van education campus at Aurangabad 
whose first beneficiaries were the students 
from Vidarhha. the lack of Christian 
missionary activities, the presence of strong 
traditions of bhaktt movement which later 
contributed to the buddhist conversion ot 
the mahars of Vidarhha and the relatively 
large dalit population boosting the confidence 
of the dalit masses led to the militant 
expression of the dalits of Vidarhha. Though 
Gokhale has not studied the dalits of 
Marathwada in depth, the recent rise of the 
dalit militancy in Marathwada would 
certainly make very interesting study. 
Moreover, it would he interesting to gauge 
to what extent the dalit literary movement 
reflected the aspirations of the dalit 
movement. It is not always possible for a 
scholar abroad to keep track of the nature 
and scope of any movement that is being 
shaped by dialectical unfolding of events. 
Therefore, keeping in view the constant 
attempt hy the Hindutva forces to Hinduise 
Ambedkar, the author ought to had been 
careful ih borrowing unconditionally from 
Dhananjay Kecr who sees Islamic conversion 
of dalits as dc-nationalisation of the latter 
(p 169). Nonetheless, Gokhale's book is 
certainly an useful addition to the literature 
on the dalit movement in Maharashtra. 
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SPECIAL ARTICLES 


Should Indian Railways Be Privatised? 

MQDalvi 

The operating losses experienced hy many railways in the face of competition from other transport modes have 
compelled many national governments to restructure their railway organisations in order to administer them on 
commercial basis. One such structural reform suggested is the privatisation of railways. 

This paper examines the case for privatising Indian Railways, one of the largest rail networks in the world. The 
case is examined using the framework of the modern theory of contestability (which has underpinned the recent trends 
towards deregulation in the US), and the theory of property rights (which has provided the principal rationale for 
privatisation in the UK). The paper concludes that, viewed in welfare terms, considering the social burdens Indian 
Railways have been required to carry, the gains in productive efficiency accruing to the Railways from privatisation 
would be more than outweighed by losses of allocative efficiency and other non-commercial output which the country 
has enjoyed from the historical role the Railways have played in its socio-economic development. 


I 

Introduction 

M developed countries the difficulties 
xpericnced by many railways to increase 
icir passenger or freight traffic or to prevent 
from falling while the overall movements 
living increased have compelled national 
ovemmciHs to restructure their railway 
^ministrations in order to run them on 
tmmcrcial lines fSilvcrlcaf I992|. In some 
junlrics. the structural reform has assumed 
ic transfer of the railways from government 
cpariments to public corporation. 
Iscwhere, the change has involved their 
anst'crdireetly Imm government ownership 
i pro twnership. Some of the major 
.Wantages claimed lor privatisation of 
always arc: bcttcruscof the railways, greater 
isponsivcncss to the customer, a higher 
aulity of service, greuler emphasis on 
rolitability and better value for money for 
ic public who travel by rail. Except in the 
ise of Japanese National Railways (JNR). 
hich were privatised on April I. I9K7, 
icrc is. however, little hard evidence to 
ippurt these claims. JNR was split into six 
iginnal passenger companies and one 
itionwide freight company.' All these 
impamcs, it has been claimed, have shown 
:markable improvement in performance 
nee they were created live years ago. This 
in sharp contrast to the declining 
crformance and financial troubles 
tperienced by JNR five years ago. All the 
ime. because of the particular aspects of 
e operating environment in which the 
‘vatised railways in Japan have been 
motioning, the Japanese experience is not 
adily transferable to other countries. The 
tse for privatisation of railways inuxl be 
irefully examined within the operating 
vironment of each individual railway, 
ic main objective of this paper is to 
ideally examine the case for privatisation 
‘ Indian Railways. The isxue has been 


raised hy the Railway Fare and Freight 
Committee in the questionnaire circulated 
hy it lorpuhticcvidcncc. Since privatisation 
is one nl the favourite prescriptions policy- 
makers have recently been recommending 
almost everywhere for reorganising the 
structure of many ailing industries, there is 
need to debate whether and to what extent 
this remedy can he applied to cure the 
organisational ills of Indian Railways. 

The format of this paper is as follows: we. 
first, discuss briefly the theoretical under¬ 
pinnings underlying the case for deregulation 
and privatisation: next we examine the recent 
experiences of the US and the UK in the 
deregulation and privatisation of some of 
their important industries. Deregulation has 
played more crucial role in the recent 
industrial changes in the US. while 
privatisation has been one of the great success 
stories of the Conservative government in 
the UK. We then proceed to sec to what 
extent the theoretical models developed for 
justification of deregulation and privatisation 
can he applied to railways in general and 
to Indian Railways in particular. Finally, 
since Indian Railways are operated as a 
departmental undertaking of the ministry of 
railways, the paper proceeds to examine the 
case lor converting the Railways into a public 
sector corporation as a measure of improving 
their productivity and financial performance. 
The final section summarises the main 
conclusions of the paper. 

n 

Theory of Deregulation 
and Privatisation 

it is uselul at the outset to draw a 
distinction between deregulation and 
privatisation as the two terms, although 
used interchangeably in the literature, do 
not necessarily connote the same thing. 
Deregulation involves abolition of all 
forms nl' institutional, legal or statutory 


impediments to the entry or exit of firms 
in a given industry irrespective of wbo 
owns (he firms, the aim being 10 promote 
competition in the product/service market: 
whereas privatisation implies transfer of 
ownership rights from public to private 
sector. Such transfer may take the form of 
handing over the ownership to a single 
individual or firm or a group of firms in 
the private sector (which may occur in the 
absence of a capital market) or a wider 
group of shareholders via the capital 
market. Privatisation is an antithesis to 
nationalisation but deregulation can co¬ 
exist with both public and privateownerdup 
of the means of production and distribution 

The theoretical underpinning lor deregula¬ 
tion and privatisation is derived from the 
work of the American economists on 
'conicsiahlc markets’, particularly in the 
work of Baumot. Pan/ar and Willig (1983) 
and Baumol and Wilhgt 1981). A contestable 
market is one in which existing firms are 
vulnerable to hit-and-run entry AH firms - 
actual and potential - have access to the 
same production methods, and hence their 
cost (unctions arc identical. The essential 
characteristic ot a contestable industry is 
that entry involves no sunk costs: a firm can 
enter the industry without making irrevocable 
expenditures, and so there are no harriers to 
exit. As Baumol (1982) has put it: "Even 
a very transient profit opportunity need not 
he neglected hy a potential entrant, for he 
can go in. and. before price changes, collect 
hi s gains and then depan without cost. should 
the climate grow hostile." 

Here the distinction between sunk costs 
and 'fixed costs' should he noted. Fixed 
costs are costs that do not vary with the 
level of output, they are not always sunk. 
Fixed costs might be avoidable, for 
example, by tenting assets from another 
market on short contracts, although, as 
Bcestey (1986) has mentioned, they might 
well be embodied in items of equipment 
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to the extent that the market supplying 
(renting) the equipment itself reflected 
‘sunk costs' of commitment to that market. 
It is perfectly possible to have a contest- 
able market with high fixed costs, so long 
as there are no sunk costs, and indeed a 
natural monopoly market can in principle 
be contestable and vulnerable to hit-and- 
run entry. 

if equilibrium exists in a contestable 
market, the following properties hold [see 
Vickers and Yarrow 1989]: 

(i) Price P equals average cost. That is to 
say. all firms make zero profits. If P > AC 
there would be an incentive for a new firm 
to enter the market and to displace an 
incumbent firm by slightly shading its price. 
If P < AC a firm would do better to leave 
the market, which can be done costlessly in 
view of the assumption that sunk costs are 
absent. It follows that P=AC at equilibrium. 

(ii) There is no inefficiency in production. 
If an existing firm was producing its output 
at more than minimum cost, rivals would 
find it profitable to enter the market, take the 
firm's business, and produce more efficiently. 

(iii) Price is at least as great as marginal cost, 
if some firm was operating where P < MC. 
a new firm could profitably enter the market 
producing slightly less than the other firm 
and take that firm's business by shading 
price infinitesimally. This strategy could be 
profitable because the marginal revenue lost 
by reducing output, which is approximately 
equal to P. is less than the saving of MC. 

(iv) If there are two or more firms at 
equilibrium in the market, then price is no 
greater than MC. If one of the existing firms 
was operating where P > MC. a new firm 
could come in and produce slightly more 
than that firm. The entrant' s marginal revenue 
MR (=P) would exceed his MC. and so he 
would make more profit than the firm 
displaced. The entrant could (and would) 
also take some of the business of the other 
incumbent firms by an arbitrarily small price 
reduction. (Note that (iii) and (iv) together 
imply that P=MC if there are two or more 
firms at equilibrium.) 

(v) The number and configuration of firms 
at equilibrium is such that industry output 
is produced at minimum cost. There is 
therefore productiveefficiency at the industry 
level as well as the firm level. 

Results (i) through (v) above were stated 
in the context of a single product industry 
in order 10 show as clearly as possible why 
they hold. The arguments generalise naturally 
to multi-product industries, where (i) through 

(v) also hold. However, for an equilibrium 
in multi-product industries, two more 
conditions must hold: . 

(vi) There would be no cross-subsidies 
between products/services. This follows from 
the condition that price must he at least as 
great as marginal cost for all product s/services 
in the industry. Otherwise a new firm could 


profitably enter producing slightly less of. 
the product/service in question than some' 
existing firm. This profit opportunity is ruled 
out only if cross-subsidy is absent. 

(vii) If indivisibilities or joint costs exist, 
then under certain assumptions about cost 
conditions (trans-ray con vexilyand declining 
ray average costs), allocative efficiency can 
be achieved by adopting Ramsey pricing, 
under which prices are allowed to exceed 
marginal costs by a factor which is inversely 
proportional to the price elasticity of demand. 
Ramsey prices maximise welfare subject to 
a minimum profit constraint. 

By now it will be clear that the properties 
that hold at equilibrium in a contestable 
market are highly desirable by the yardstick 
of traditional welfare economics. There is 
internal efficiency, because firms - individu¬ 
ally and collectively - are compelled by the 
mere entry threat to produce at minimum 
cost, and there is allocativeeffiriency because 
P=MC. except possibly in a natural monopoly 
(in which case pricing is optimal subject to 
the non-negative profit constraint). 

The theory has been proposed as a 
competitive benchmark that is in a sense 
more general than the traditional textbook 
model of competition. Instead of a targe 
numbernf very small firms being the hallmark 
of competition, it is entry threats that make 
for competition in a contestable market, even 
though only one or two firms might exist at 
equilibrium. In fact, market structure is 
determined endogenously by the fundamental 
parameters of technology and demand. It is 
sunk costs (as opposed to fixed costs) that 
are central to the contestability theory. 

The contestability theory has been at the 
heart of the recent American enactments on 
deregulation, notably of telecommunications, 
airlines and road haulage. The motivation 
for deregulation and. in particular, for 
privatisation in the UK was. by contrast, 
provided by the Austrian school df thought 
which emphasises the role of ‘property’ or 
’ownership' rights and of 'incentives’ for 
profit maximisation in the evolution of an 
optimal industry structure. Transfer from 
the public to the private sector (or vice versa) 
of entitlements to residual profits from 
operating an enterprise necessarily implies 
a change in the relationships between those 
responsible for the firm's decisions and the 
beneficiaries of profit flows. In general, the 
change in the allocation of property rights 
leads to a different structure of incentives 
for management and hence to changes in 
both managerial behaviour and company 
performance. The British privatisation 
philosophy has been rationalised within the 
framework of these incentiveeffects [Vickers 
and Yarrow 1989]. 

This paper does not wish to go into the 
details of the Austrian economics ot 
privatisation-interested readers may refer to 
Vickers and Yarrow (1989) and Bcesley 


(1992). However, a brief description of 
principal-agent theoryls in order. The general 
agency problem can be characterised as a 
situation in which a principal (or a group 
of principals) seeks to establish incentives 
for an agent (ora group of agents), who takes 
decisions that affect the principal, to act in 
ways that contribute maximally to the 
principal's objectives. The difficulties in 
establishing such an incentive structure arise 
from two factors: (a) the objectives of 
principals and agents typically diverge, and 
(b) the information available to principals 
and agents will generally be different. 

Within this framework, managements of 
enterprises can be regarded as agents acting 
(in the case of private ownership) for 
shareholders or (in the case of public sector 
ownership) for the department of government 
to which they are responsible. Alternatively, 
in the latter case, government departments 
may themselves be considered to be 
agents acting for the ultimate principals, 
the voting public. Either way. an immediate 
consequence of privatisation will be some 
shift in the objectives of principals. In 
addition, it is also expected that the transfer 
of ownership will be associated with some 
change in the types of incentive systems that 
can be offered to managements. Thus, under 
private ownership, rewards can be linked to 
the company’s share price via share 
ownership or option schemes, while poor 
financial performance might be penalised by 
the threat of takeover by another firm or 
bankruptcy. 

In developed countries, privatisation of 
public enterprises typically entails the sale 
of equity to many shareholders, each of 
whom possesses a relatively small fraction 
of the total equity of a particular enterprise. 
Hence, at any time, a shareholder can transfer 
his property rights to another investor and 
thereby terminate his direct relationship with 
the company. Asa result, substantial changes 
in the number of principals and in the 
distribution of shareholdings can occur 
quite rapidly [Alchian and Demselz 1972]. 
In these circumstances, the pursuit of its 
own objectives by the management of the 
enterprise will be constrained by three 
groups of participants in capital markets: 
(i) the enterprise's shareholders, seeking 
contractual arrangements with management 
that maximise their own payoffs; (ii) other 
investors or their agents who might purchase 
the firm's shares as a prelude to attempting 
to alter existing contractual arrangements; 
and (iii) the enterprise's creditors who could 
seek managerial.changes in the event of 
threatened or actual default. 

The emphasis upon ownership righto and 
the associated principal-agent problem In 
the British attitude to privatisation mutt be 
considered against the background of the 
persistent problems of management and 
control which have made the relations 
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between government and nationalised 
industries oat of die constant sources of 
friction between government and public 
administration. Underlying the privatisation 
xoceu in the UK has been the belief that 
it will lead managers to place greater weight 
on profit maximisation and technological 
and managerial innovations as private sector 
managers are subject to incentives and 
disciplines different from, and more 
demanding than, those which apply to their 
jubiic sector counterparts. In actual practice, 
towever, the British privatisation programme 
us been motivated by such a multiplicity 
ii objectives that it is difficult to find any 
:lear rationale behind it (Kay and Thompson 
1986]. While the concern to promote internal 
efficiency and encourage innovations through 
eorapetitions has remained the most 
fequently pronounced objective of each 
privatisation schemein the UK. the treasury's 
main interest has been in the revenue which 
:ould be raised from privatisation. Some 
policy-makers saw a god-given chance to 
reverse the clock of socialism through 
privatisation while others looked at it as a 
means of disciplining the power of public 
sector trade unions. Thatcher wanted to 
promote popular capitalism through wider 
share ownership. 

Ill 

Privatisation in Practice 

Before proceeding to discuss the case of 
railway privatisation it would be interesting 
to mention in passing how deregulation and 
privatisation programmes have fared at least 
in the two western countries, viz, the US and 
the UK, where they have played a prominent 
part over the last IS years in changing the 
Industrial structure of those countries. We 
begin with the US experience first. 

US Epowiknce 

Since there was hardly and nationalised 
sector in the US. the main focus of attention 
lias been to promote a competitive industrial 
structure through deregulation in those 
private industries which were dominated by 
monopolies. The US policy was based upon 
_ coherent rationale derived from the 
contestability theory. If this theory has some 
validity, it was expected that deregulation 
would set in motion forces which will 
revolutionise managerial practices or 
structures and bring about technological 
rhanges. resulting in productivity improve¬ 
ments. These improvements will lead to fall 
>n prices or improvement in product quality 
md finally elimination of cross-subsidy. 

Has the American experience confirmed 
ite expectation* of the contestability theory? 
y way of illustration I refer to fourindustries 
which were deregulated in the US in the 
sarly stages of its recent deregulation history, 
viz: (i) stock market, (ii) airlines, (iii) trucks 


aMft&badtrantf (iv)tetocommumcattottt. 
My summary comments are as follows [for 
a detailed discussion of the US experience, 
see Bailey 1986]. 

(i) Stock market: Trading on the American 
stock market was deregulated on May i. 
1975 when brokers were allowed to compete 
on price and freely charge commission rales 
irrespective of the size of the securities 
transactions or the class of investors. Until 
then broken were required to charge fixed 
commissions for these transactions. This 
had led to various malpractices, including 
pressures from institutional investors for 
volume discounts and services of various 
sorts. Since 1975 there have been substantial 
gains for the large institutional investors, 
whose rates have been reduced by more than 
50 per cent. Smaller institutional investon 
have gained about 20 per cent from price 
declines. Commission rates for small trading 
blocks for individual investors rose slightly, 
but declined more than 50 per cent for 
individual trades in large Mocks. 

(ii) Airlines: A major step towards 
deregulation in US was taken when the 
Airlines Deregulation Act was passed in 
1978. which fully deregulated routes by 
December.)!, 1981 and rates by January 31. 
1983. Until then, major markets were 
reserved for trunk carriers, such as United 
and American. Prices were set by a formula 
developed by the Civil Aeronautics Board 
(CAB) since 1938. Safety regulation was 
unchanged and was retained under Federal 
Aviation Administration (FAA) while 
residual regulatory functions were transferred 
to US Department ot Transport as CAB was 
closed in 1985. 

How has deregulation affected the 
American airline industry? In the years 
immediately following deregulation, there 
were substantial gains in productivity due 
to reduction in costs and economies in the 
scale and scope of operations. Overall there 
was 40 per cent reduction in fares hut the 
gains in terms of fare reduction were not 
spread uniformly across ail the markets. 
There were differences in fare reductions 
depending upon market distance and market 
size. In thin markets, where thcCAB formula 
was known to undervalue costs, fares in fact 
went up about 10-15 per cent. Similarly, 
fares tended la go higher for short haul 
markets of moderate density, where CAB 
formula fare* had again been set below cost 
The long distance routes and high density 
markets gained maximum from fare 
reduction. Load factors also recorded a 
significant improvement in the wake of the 
structural changes which occurred following 
deregulation. Small local service carriers 
substantially expanded the scope and scale 
of their operations. Airline companies of ail 
types (from trunk to local operators) 
increased the percentage of thetr departures 
from main city hubs. The hub-and-spoke 
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delivery method discouraged abandonment 
of thin routes because of the benefits of 
maintaining spoke routes for feeder traffic 
for trunk routes in order to take advantage 
of the economies ot scale of plane size. In 
the subsequent years, the smaller carriers 
could not withstand competition from the 
trunk-route earners for spoke traffic and so 
many of them went bankrupt. The American 
airline industry is once again dominated by 
big carriers exhibiting the usual features of 
the oligopolistic market. 

(iii) Trucks and Rad: Although rail and 
road transport has been in private hands in 
US, regulation by the interstate Commerce 
Commission (ICC) had led to halkamsation 
of authonty (few, if any. integrated nanonaJ 
route structures existed), legislation of 
collective rate making and the careful scrutiny 
of rates which threatened to upset the market 
structure. There was an urgent need to 
deregulate the transport market by relaxing 
collective rate-making and removing barriers 
to entry and exit. Bankruptcy of the Penn 
Central led Congress to pass the Railroad 
Revitalisation and Reform Act in 1976 and 
the Staggers Act (rail ) and the Motor Carrier 
Act (trucks) in 1980. The two pieces of 
railway legislation segmented the industry 
into competitive and mark el-dominated 
spheres. The truck legislation made entry 
much easier, as the burden of proof was 
shifted to opponents of entry to show that 
entry was harmful to consumers. 
Deregulation has had beneficial impacts in 
both the sectors of the transport market. The 
cqsis of transport were reduced as a result 
of productivity gains and there was a 
significant increase in freight traffic For 
example, real rales for truck-load have 
declined 25 per cent: rail rates have dropped 
7 per cent and rail movement, particularly 
trailer on fiat car services, had risen by more 
than half between 1981 and 1984. 

(iv) Telecommunications: Until early 
1960s. the industry was dominated by AT 
and T. Basically, technological changes in 
the provision of long-distance services had 
undermined the natural monopoly enjoyed 
by ATandT. As coaxial cable suppl emented 
ordinary cable, and as microwave and 
satellites and optical fibre supplemented 
coaxial cable, costs fell dramatically. 
Meanwhile, a senes of decisions by the 
Federal Commumcati ons Commssroo (FCC) 
and the Cornu from 1959 to 1969 authorised 
competitors to build alternative networks 
which practical!) eroded the monopoly of 
AT and T. The opening process was made 
far more rapid as a result of anti-trust suit 
against AT and T by US Department of 
Justice in 1974. in the settlement in 1982. 
AT and T was divested of tu local pontons 
of its 22 &eU operating companies, which 
were restructured into seven holding 
companies. Thus, telecommunications 
bocamcafuHy deregulated market, provhKf 
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considerable choke to users for tong-distance 
services. The gains of deregulation in Ibis 
field have mainly been in the form of the 
reduction of cross-subsidy between local 
and long distance services. Cross-subsidy 
occurred due to two factors: Technological 
changes sharply lowered the cost of long¬ 
distance calls relative to local calls, while 
political rate-setting process saw to. it that 
local rales were held down. 

UK Experience: 

As has been observed earlier, (here has 
been no coherent rationale lor privatisation 
of state enterprises in UK. the chief 
motivation being to sell state assets to 
mobilise revenue lor (he exchequer | Kay 
and Thompson 1986], The Conservalivc 
Party’s election manifesto of 1979 had 
relatively little 10 say on privatisation, and. 
during the first term of Thatcher's 
government in office, the proceeds from sale 
of state assets were below £ 5(K1 million per 
annum. However, alter Thatcher’s re-election 
in June 1983. the privatisation programme 
was accelerated dramatically. By the 1987 
election the annual proceeds from asset 
sales approached £ 5 billion, i e. about 10 
times the earlier level. 

The privatisation of British Telecom in 
1984 marked a major point of departure in 
(he UK privatisation programme. This was 
tolldwed by the privatisation of gas. 
electricity, airports and water industries. In 
the UK. privatisation entai led the replacement 
of public ownership by private ownership, 
with the state playing the role of a regulator 
to protect consumer interest. In comparison 
with the American deregulation policy, liitle 
attention was paid to promote competition, 
especially in the early stages of the 
privatisation process, the assumption being 
that competition would follow automatically 
as a consequence of ihc simple transfer of 
ownership. British Gas and British Telecom 
were example ol this. In fact, in the words 
of Kay and Thompson (1986). "privatisation 
in the UK has increasingly come toemphasise 
the virtues of denationalisation over, and 
even at the expense of. the promotion of 
competition” It was realised much later in 
the day that if privatisation were to set in 
train competitive forces to revolutionise the 
UK's industrial structure and also bring about 
technological changes which were soessemial 
to enhance the productive efficiency of its 
industry, it was vitally important to undertake, 
simultaneously with the transferofownership, 
explicit measures to promote competition. 

Such a change in the British attitude to 
privatisation occurred with the enactment of 
the Transport Act 1984 which deregulated 
local bus transport services allpver the UK 
except in London. Earlier in 1980 when the 
long distance coaching services were 
deregulated, it was pxpected that the National 
Bus Company (a publ ic sector undenak j ng). 
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would be broken and sold to the private 
sector. But this did not happen because of 
disagreement about the future structure of 
the industry. The 1984 Transport Act. in my 
view, provided for the first lime in the UK 
a clear and coherent framework for the 
deregulation and pri vatisationofpublic sector 
activities, whose declared objectives were 
not only to sell public sector transport 
undertakings to private operators hut also 
to promote competition in the local bus 
industry by removing burners to entry for 
the new comers. This point needs to be 
highlighted in passing, foritnot only accounts 
for the relative success of deregulation and 
privatisation policy in the road transport 
sector hut also tor the absence, in this sectoi. 
of complex regulatory machinery which has 
to he devised in other privatised industries 
to protect consumer interest and promote 
competition. 


IV 

Railway Privatisation 

Lessons l-UOM A MUR ir A tv AND 
British Experiences 

What lessons can wc draw from the 
American and British experiences of 
deregulation ami privatisation for privatising 
railways in general and Indian Railways in 
particular 1 ' First, one ot the key lessons to 
be drawn from the differences in the 
American and British approach to industrial 
liberalisation is that it is the American, rather 
the British, model which holds out more 
potential lorcncou raging competitive moves 
and organisational and technological 
adjustments in the industrial structures which 
are so necessary to improve productive 
efficiency. The American approach, as wc 
have seen above, is based upon the ideas of 
contestability and sunk costs. Industries 
which satisfy the contestability criteria 
readily become candidates for deregulation 
and. in the case of nationalised industries, 
for privatisation. The British approach, 
although in practice it has had a multiplicity 
of objectives, essentially derives its 
intellectual origin from the theory of property 
rights and asystem of managerial incentives. 
Central to this approach is the belief that 
private ownership is better placed to achieve 
productiveefficiency than public ownership. 
This argument can, however, be questioned 
on a number of grounds. In the fifSt place, 
there is no conclusive empirical evidence to 
prove that pri vate companies always perform 
better than their public counterparts even 
where profitability and commercial success 
are given overriding importance. Secondly, 
when an industry is privatised (particularly 
through stock market sale), the managers of 
the new pri vate company are. in many cases, 
literally, the same people as those who 
managed the old firm the day before. Thus, 
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any change lies notin the character or abilities 
of the management but In the constraints ant 
opportunities with which that management 
is faced. There is no intrinsic reason why 
these constraints cannot he eased or removed 
altogether or the requisite incentives cannot 
be offered to management under public- 
ownership. Thirdly, the property rights 
upprouch is not best suited for reorgunisin 
the structure of the nationalised industries 
where considerations of allocat i vc efficiency 
are as important as those of productive 
efficiency [Kay and Thompson I986|. The 
conventional wisdom of welfare economics 
is that while private ownership does better 
than public ownershipin terms of productive 
cfiiciency.it fails badly to achieve allocative 
efficiency. This has historically been the 
main rationale behind nationalisation. 

The theory of property rights thus 
provides a valid ground for privatisation 
of those public enterprises where losses in 
productive efficiency more than outweigh 
losses arising from allocative weaknesses. 
In the British context, the privatisation ot 
telecommunications, gas. airways, airports, 
etc. was justifiable, since allocative weak¬ 
nesses (or nun-commercial objectives) were 
comparatively less important. However, this 
theory is not en.iugh to make a convincing 
case lor Ihc privatisation ot the public- 
enterprises where allocativc-cfficiency 
objcctives(cxtemalcffecisund distributional 
consequences) are as important as (nr even 
more important than) those affecting 
productiveefficiency and profitability. Most 
infrastructural investments full in this latter 
category, including investments in railways. 
The case for ihe privatisation of railways 
must, therefore, be examined within a broader 
framework involving incentives to both 

productive and allocative efficiency. 

• 

Contestability and Railway Privatisation 

There is a close relationship between Ihe 
degree ot contestability of a given industry 
ami the level of productive efficiency that 
management cun achieve for that industry 
under a given environment. This relationship 
depends more fundamentally upon the nature 
of the industry's production function rather 
than the pattern of its ownership rights. 
Thus, industries with constant returns to 
scale (i e, zero fixed costs), such as road 
transport, production oftelecommunkafions 
or electrical equipment, fit neatly with the 
contestability hypothesis and so are obvious 
candidates for privatisation. Even industries 
with substantial fixed costs, like power 
generation, steel and coal production, satisfy 
the contestability conditions since the sunk 
costs are limited. If these industries are not 
doing well under public management because 
of wrong incentives structure, the need for 
productive efficiency would dictate that (hey 
should be transferred to private ownership 
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and the pressure* of competition would 
obviously ensure that the industries are run 
efficiently. Even without bringing in the 
ullocative-effkietwy considerations at this 
point the problem arises in respect of those 
industries where sunk costs are high and 
entry and exit are not costless. The classic 
example of this is railways, although other 
social overhead industries, such as 
telecommunication, electricity distribution, 
water supply (which have been privatised 
in the UK), also full in this category. 

Apart from sunk costs, the operation of 
railways is complicated by two additional 
factors: (i) the existence of network 
economies, and (ii) the extent of vertical 
integration in which the various railway 
operations arc organised. Network economics 
arise, to a greater or lesser degree, in all 
forms ot public transport, and where they 
do arise it is difficult to avoid cross-subsidy. 
In network industries, operations on (he trunk 
routes are often profitable (c g. the Intercity 
sector of the British Rail) but it is hard to 
visualise how one can privatise trunk routes 
without affecting the financial viability of 
(he branch-line operations. Public subsidy 
is a must if branch-line operations are to be 
continued. The vertical integration of the 
rail system presents problems ol co¬ 
ordinating investments in modernising and 
upgrading railway (rack, signalling and 
communications with those made in 
locomotives, rolling stock and other related 
equipment if. as the British government's 
recent proposal to privatise British Rail' 
11992) visualises, track operations were to 
be separately privatised from train operations. 
It would be extremely difficult and 
complicated to achieve co-ordinated invest¬ 
ment in rail infrastructure and equipment in 
a privatised railway system in which the 
durations tor which franchise contracts are 
awarded differ for track operators and 
service operators. In the absence of such 
co-ordination, there is a real danger of 
underinvestment in railways, not only 
because of the problems of matching 
investments in different kinds of rail 
technology but also because there is mi 
guarantee that private operators would face 
similar incentives to invest in railways 
efficiently. 

In fact, (he types of co-ordination problems 
that will have to be laced in practice would 
depend upon the structural model adopted 
fnrrailway pn valuation. The British proposal 
tor privatisation of BR considered four 
options: (i) privatising 8R as a single entity; 
(ii) privatising BR along the business sectors 
in which its markets are presently split- 
intercity.’Regional. Network Southeast. 
Trainload Freight, etc; (iti) splitting BR into 
purely geographical units; ami (iv) splitting 
BR into uadt and train operations, with 
track operations initially retained with BR 


on to an 

independent operator and train services to 
be franchitod through competitive tendering. 
The British Government has chosen option 
(iv)forprivatisingBR. Opoon(i) was rejected 
because BR's financial losses arc too great 
to attract takers lor it us a singlcunit. Similarly, 
option (ii) was found unattractive since 
BR's difterem business sectors perform 
differently, some (such as intercity services) 
doing financially better and therefore saleable 
while others (such as regional services and 
some pads of freight business) doing badly 
and therefore unsaleable. Option (iii) was not 
found to be suitable in the UK context since 
a number of regional railways would have 
to be subsidised. 

There is another reason why contestability 
argument docs mil apply so convincingly in 
the case of railways. The crucial motive lor 
privatisation ol a public enterprise is said 
(o be (he scope ii provides for gams in 
productive efficiency through competition. 
However, railways have always been subject 
to severe competition from other modes of 
transport and have accordingly been forced 
by (he market to locus ibeir strengths on 
(hose areas of operation where they are 
particularly cost-efleclive. viz, longdistance 
traffic, heavy treight and services involving 
large volumes of passenger traffic f Adamson 
clal 1991 j. I( is not clear therefore what extra 
efficiency gains the railways can expect to 
achieve through competition between 
different rail operating companies over and 
above (hose already made through inter- 
modal competition. 

However, it might be argued that 
produc'dvc-cllicicncy gains in (he field of 
transport accrue mu only from inter-modal 
competition but alsolmm competition within 
the rail system itself (Rickard 1991). This 
point is correct and it may he mentioned 
that the nature of this competition will also 
depend upon the actual model adopted tor 
privatisation. For example, if privatisation 
were to lake the form ol the proposed British 
model, competition could be in the shape 
of different tranchisc-hoklen, offering price 
reductions for similar quality of service 
provided or improving the quality ot service 
offered for (he same fares or both, although, 
since (he track is owned by other companies, 
the service-providers will not be able to 
increase ihc speeds of their trains on their 
own. If, on (he other hand, privatisation 
were carried out on the Japanese model by 
breaking the national rail system into 
independent regional companies, it is not 
clear how within-the-system competition 
can be promoted to attract traffic. There 
might be scope for freight operators, as 
Rickards points out, to nm freight services 
over track owned by other companies and 
over which other services are also operated 
hut the scope for such competition must 
in actual practice be limited. 


Allocative EmnBtnr aw 
Railway Privatisation 

Historically, railways have pteyedacmcMl 
role in the development of many countries: 
they are by far one of the most energy- 
efficient inodes of transport; and for many 
environmentalists, they are the cleanest mode 
if they arc run on electric traction. Even 
when issues of market structures and 
managerial performance were resolved.there 
would still be ihe question of reconciling (lie 
non-commercial objectives ot railways with 
the commercial entena. This question is of 
particular importance m a developing country 
like India where there is a constant demand 
for opening new railway line (/services which 
are not justifiable on purely financial criteria 
(or (o continue operating the existing loss¬ 
making lines/services) in order to meet the 
transport needs of lower-income groups or 
promote the development of the backward 
areas. Such railway lines/services are 
operated by Indian Rail ways through cross- 
subsidy. Since cross-subsidy is not 
permissible within the contestability model, 
productivity efficiency would require drat 
these lincs/scrvices should not he 
considered for new investment (or that the 
existing loss-making lines/services be 
withdrawn). If subsidy were thought 
necessary, it would be better to provide an 
up-front grant directly at the cost of the 
taxpayers rather than the users of the 
profitable Iines/services Obviously, wear* 
treading here over the delicate grounds of 
public economics where value loaded 
welfare judgments arc unavoidable. 
Productive efficiency is no doubt critical 
lor the financial health of public enter¬ 
prises hut there are. in peal life, occasions 
when economists find it desirable on 
welfare considerations to subordinate the 
needs of productive efficiency to those of 
allocative efficiency This can happen, for 
example, when external effects or 
distributional consequences assume 
overriding importance in a .particular 
context. This is precisely why ecoocMmsts 
lake recourse to » social cost -benefit appraisal 
process to justify vital public investment 
decisions. Many railway invest mem projects 
implemented in the post-secund-war period 
would not certainly have passed investment 
criteria based purely upon productive 
efficiency objectives or the financial me of 
return accruing to the railways AHocaUw 
efficiency criteria have played paramo u nt 
role in the pricing and investment d e cis ion 
of railways almost everywhere;. Audit«the 
belief that (be private ownership of Ihe 
railways would not achieve allocative 
efficiency as effectively ami efficiently as 
(heir public ownership, which u at the bean 
of the argument against the privssjtsimnei 
railways. We consider this question m the 
context of Indian Railways hek*w. 
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V 

Privatisation of Indian Railways 

iNSTmmoNAL Background' 

Indian Railways have been managed as 
a departmental undertaking of the ministry 
of railways in the government of India 
following their structural reorganisation 
after independence. As a departmental 
undertaking, they are managed by a board 
within the ministry whose chairman is ex 
officio the secretary to the government. In 
managing the affairs of the Railways, the 
board has been expected to achieve a certain 
commercial remit as wc shall discuss below, 
but it has never been subject to any 
bankruptcy constraint for the Railways' 
financial losses. In fact, it can be fairly stated 
that in the post-independence period, being 
the backbone of the country’s transport 
system, the performance of Indian Railways 
has been assessed more in terms of their 
success in achieving the social objectives set 
for them by politicians, rather than in terms 
of their commercial success. 

The principal commercial remit set for the 
Railways is in respect of financial targets 
they are required to achieve on the capital 
funds provided by the central government 
to finance thejr expansion programmes. 
Indian Railways are not allowed to borrow 
money directly from the capital market to 
finance their investment. Their investment 
programmes are financed mainly by 
borrowing from the central government but 
partly also through internal generation of 
resources. Capital funds borrowed from the 

• government are not in the form of grants (as. 
for instance, in the case of British Rail in 
the UK) but in the form of non-refundable 
loan on which they have'been required to 
pay. right from the time dating back to the 
1924 Separation Act. a fi xed rate of di vidend 
(around 6.5 per cent) to the government. 
Besides, the Railways are also been required 
to make a definite contribution to the General 
Revenues of the central government, perhaps 
as a quid pro quo for the funds provided to 
them at a concessional rate. These 
requirements have, of course, been subject 
to review from time to time on the basis of 
the recommendationsofRailway Convention 
Committees. In actual practice, however, 
these requirements have hardly been met. As 
the Railways have come under increasing 
financial pressures, partly from competition 
from other modes of transport and partly also 
from the various policy constraints imposed 
ttpon them te g, the uneconomic tariff policy 

; forced upon them by the government and the 
various social burdens they have been 
'-required to carry), theirdividend obligations 
vjtave accumulated over time into a huge 
'•Indebtedness to General Revenues (see the 

• imports of the Expert Group on the Capital 
^Structure of Indian Railways 1978 and the 


High Level committee on Social Burdens on 
Indian Railways 1979]. 

Despite these constraints, the need for 
operating Indian Railways as a commercial 
undertaking on sound business principles 
has never been lost sight of in policy-making 
circles in India. The reports of the Railway 
Convention Committees and the various 
inquiry groups that have gone into the 
Railways’ financial and pricing policicshave 
highlighted the importance of operating the 
Railways as a commercial enterprise. None 
of these committees have, however, spelled 
out in precise terms exactly how to run the 
Railways on business principles while 
retaining their character as a departmental 
undertaking and, at the same time, carry on 
the various obligations imposed on them by 
the government in the pursuit of its social 
objectives. We are. once again, faced with 
the dilemma of reconciling the commercial 
objectives set out for Indian Railways with 
the social and allocative efficiency concerns 
which the Indian government has sought to 
pursue in operating the country's railway 
system. 

The key question to pose then is whether 
in the light of the institutional environment 
in which Indian Railways operate and the 
conflicting policy objectives set for them by 
the government, can one really make a 
sensible case for their privatisation? Being 
a departmental undertaking, the Railways 
have practically no effective control over 
their investment and pricing policies. For all 
practical purposes, their investment 
programmes are determined by the Planning 
Commission while their pricing policy is 
subject to parliamentary control. Now, the 
case made by the proponentsof privatisation 
is as follows: In today's competitive 
environment, unless the Railways enjoy full 
freedom to control their pricing and 
investment policies, improve their 
productivity and provide the type of service 
their customers want, there is little hope of 
their financial survival. A revolutionary 
change is therefore called for in the structural 
organisation of Indian Railways, involving 
new managerial practices, operational 
procedures and profit-oriented work ethics. 
Such a structural change in the Railways' 
administration can only be brought about, 
according to the proponents, by their 
privatisation. Privatisation will transfer 
control over their pricing and investment 
decisions from the hands of the precedtnt- 
led bureaucrats to those of an independent, 
professionally-minded board of directors, 
who would presumably manage them, 
depending upon the incentives structure 
offered for them, in the best interests of their 
customers as well as their shareholders. They 
must bear their customers’ interest in mind, 
otherwise they would lose them to their 
competitors. They must also satisfy the 
expectations of their shareholders for a fair 


return on thdrinvesunembedarae, according 
to the agency theory, the shareholders are 
the principals who engage them to run their 
business. A pri vatised management structure 
for Indian Railways would thus be best 
suited to optimise the objectives of both the 
consumers and the shareholders. 

This argument is undoubtedly unassailable 
in terms of the economic theory of property 
rights. The central focus of this theory is to 
determine an optimal incentive structure for 
the principal to lay down for their agents to 
maximise the internal efTciency of the firms. 
Can Indian Railways be operated within the 
framework of principal-agent relationships 
while still functioning as a public industry? 
The Railways have historically played a 
crucial role in the country’s economic 
development and socio-political integration. 
They have also carried a number of social 
obligations to fulfil the government's non¬ 
commercial goals. If Indian Railways were 
to operate within the framework of principal- 
agent relationships, the central question to 
address would be how to account and pay 
for the benefits enjoyed by the country from 
the non-commercial output produced by the 
Railways. Now, there is no methodological 
problem so long as the Railways’ entire 
equity capital is subscribed by the central 
government. For then the principals whose 
interests the Railways would serve would 
be the taxpayers themselves. There would 
be no conflict of interests since the taxpayers 
can determine, through voting process, the 
amount of non-commercial output the 
Railways should produce. The problem arises 
if the Railways’ equity capital were entirely 
held by private investors, which naturally 
would be the case under privatisation. For 
then the agents (i e. the management) 
operating the Railways would not find it 
in their interests to fulfil the social 
objectives of the government. On the other 
hand, it would be in their interests to 
maximise the commercial output of the 
Railways, as this would give maximum 
return to the principals on their investment. 
If the Railways were still required to carry 
their social burdens, the costs of these 
burdens should fall, according to the 
proponents of privatisation, upon the 
taxpayers and not the users of the railways. 
For, otherwise this would amount to cross¬ 
subsidisation. 

There is a good economic case, in the 
present-day conditions, for shedding a large 
number of the social burdens of Indian 
Railways, These burdens need tobecarefully 
reviewed so that a correct financial strategy 
might be evolved to meet their costs without 
burdening the finances of Indian Railways. 
The crucial issue to ponder is whether Indian 
planners and policy-makers can afford to 
sacrifice the allocative efficiency and equity- 
distributional objectives which the 
Railways have been required to pursue in 
t 
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Many Indian.planner* believe, i|l my 
judgment, tliju the pursuit of these 
objectives is stiH important for India’s 
socio-economic development. If this view 
is correct, then it is dear that a privatised 
rail way system would not be aide to achieve 
these objectives as efficiently as would a 
publicly owned railway system. 


PUacticai. Problems 

Even if we set aside the allocative- 
efficiency issues associated with the 
privatisation of Indian Railways and 
concentrate only upon productive-efficiency 
aspects, the case for privatisation is still 
difficult to justify because of the non¬ 
applicability of the contestability model to 
the Railways. First, because of the technical 
indivisibilities of their assets, investment in 
railways are huge and chunky, requiring 
resources usual ly beyond the reach of private 
investors. However, as has been mentioned 
in the theoretical section of this paper, it is 
not the size of fixed investment that acts as 
adeterrent to private investors from entering 
an industry but the ‘sunkness’ of the costs. 
Almost all investments in railway assets, 
including not only invest menu in tracks but 
also in locomotives and roiling stock, are 
sunk costs because of the specificity of use 
of railway assets. If Indian Railways were 
tobe privatised as a singleentity, it isdifficult 
to visualise how private investors can alTord 
to commit resources on such a large scale 
to purchase assets which cannot be easily 
disposed of if the demand for rail traffic 
declines. This problem will arise no matter 
what model were adopted for privatisation. 
For example, even if the model proposed for 
the privatisation of BR were adopted, in 
which the operators acquiring franchises to 
operate services can rent locomotives and 
rolling stock instead of purchasing them, the 
company (or companies) supplying these 
assets will be lumbered with huge sunk 
costs, should the demand for railway service 
decline. The very logic of the contestability 
theory militates against the privatisation of 
the railway system not because the 
requirements of funds for fixed investment 
are enormous and often beyond the means 
of private investors but because sooner or 
later the investmente are likely to be “sunk" 
because of the risks and uncertainties 
involved in a mode of transp or t whose market 
has been progressively eroded by inroads 
from other modes of transport. 

Secondly, the operations of Indian 
Railways are (trobabiy more vertically 
integrated than those of many other railways 
m the world. For example, most of the 
equipment requited to operate their line- 
haul system, including signalling and 
communicotions, locomotives and coa ch es, 
are manufactured by Indian Railways wtthia 
drelrewn Integrated workshop s . The Raitwty 


Board ta consultation with the Planting 
Commission co-ordinates the various 
components of the Railways’ in v estmen t 
programmes to ensure technical and 
operational compatibility between line-haul 
assets snd rolling slock equipment, so that 
there is no mismatch in the facilities 
developed. Indeed, the co-ordination problem 
goes much beyond merely ensuring technical 
compatibilities between rail equipment As 
Helm and Thompson (1991) have pot rued 
out, privatisation may lead to under¬ 
investment in the transport sector, particularly 
in the creation of long-lived facilities and 
equipment, if privatised companies faced 
inadequate incentives to invest efficiently. 
Indian Railways have already been facing 
this problem in respect of the production of 
wagons which, unlike locomotives and 
coaches, is carried out in the private sector. 
Whenever the demand for wagons has fallen 
and manufacturers had surplus stock on hind, 
they haye found it hard to trust the Railway 
Board’s forecast of the future demand for 


wagon capacity. This has caused difficulties 
in matching investment in wagon 
manufacturing capacity with the Railways’ 
wagon stock expansion programmes. 
However, since the scale of sunk costs in 
the production of railway equipment is not 
as prohibitive as in the creation of line-haul 
assets, one might make a good case, using 
contestability argument, for privatising as 
well the production of locomotives and 
coaches required by Indian Railways, 
provided enough care is exercised for 
ensuring adequate investment in, and the 
requisite compatibility of. the rail equipment 
manufactured by private companies. 

Another operational problem the 
privatisation oflndian Railways will certainly 
throw up relates to the difficulties involved 
in the timetabling process. The co-ordination 
of the timetabling process is a difficult task 
in every railway system but considering the 
sire of Indian Railways’ network, it would 
be impossible in practical terms to replicate 
this process through market mechanism. As 
Adamson, « al (1991) point out, if. for 
exnpie. the rights to train paths were bought 
by one company, this would affect its 
requirements for piatform access and roiling 
stock starting at a terminus being shared 
with other operators. The availability of 
platform space at a given time would in turn 
affect the availability of paths on other routes, 
and so on. Hence ail scarce capacity which 
critically affected other stress points on the 
network would have to be si mu ltaneously 
commercially traded and subsequently 
operated in a co-ordinated manner to ensure 
efficient competi ti on. The i as tu te p c ad t n ee 
Inherent in train planning would make 
tHMiMing aloftuout process in a privatised 
regi me , u n le ss die whole railway system 
were handed over to a private as 

a ti ngle entity. Any other modal adopted for 


the privatisation of the Rail ways would have 
to face this problem. 

Stkuctvxal Moos, rot Pmva tu wo 

If Indian Railways were to be privatised, 
despite the reservations expressed against 
their privatisation above, it would be 
instructive to speculate which of the various 
models proposed for rail privatisation would 
be most appropriate for them to adopt As 
I had mentioned earlier, the British proposal 
for the privatisation of BR had considered 
four possible options, viz, (i) privatising BR 
as a single unit, (ii) privatising BR akmg 
business sectors. (Hi) breaking and priratising 
BR as regional companies, and (iv) splitting 
BR into track and train operations, and 
franchising train operations separately 
through competitive tendering. The British 
Gove r nment has selected the fourth option 
for pri vatising BR. On the other hand, except 
in the case of freight operation, the ispsn esc 
go v e rn ment chosen to break JNR’spusecnpcr 
service network into six regional companies 
for privatisation. The freight business was 
privatised as a single unit and handed over 
to a nationwide company to operate. For the 
privatisation of Indian Railways, the best . 
model often suggested is the Japanese one. 
The preference for the J a pan ese model is 
based upon the fact that Indian Rail ways are 
already organised on a zonal basis, with each 
of the nine zonal Railways functioning ante 
or less as a separate operating and costing 
unit. All the same, it must be remembered 
that the nine Zonal Railways are vetydoady 
integrated not only in terms of their ticketing 
and timetabling operations but aim maltfling 
and busineaa operations and so. if fcey were 
. to be successfully privatised, it might be 
necessary,, as a preliminary step to 
privatisation, to run than for same time as 
ind e pe n d en t business turns in order to test 
their financial viability individually, b may 
not be practical to sell ill the zonal companies 
simultaneously: the government should itait 
selling the most profitable cotep te ti es fast 
as these would be in a belter pocitioa to 
attract private investors and then the less 
profitable companies, and so on. The loss- 
making zonal railways, such as the North- 
East Railway, probably may not find taken 
in the private sector. 

The privatisation model, suggested shove, 
would eliminate the neod for cross¬ 
subsidisation between different zonal 
railways, since each zonal company would 
be operating on its own. Bat it is Hkety to 
raise a Bomber of o p e rati onal problems for 
the g ove rnm ent. First, stace not aH zonal 
rpfnpradfftraeHteiyfob f finwotityrapraliy 
a n nra y ho v e m i 

finssra the o mn i revenues thooc corapenirai 
wkidi do not love e no u g h traffic so cow 
dee operating c o ns Ssoonty, rain i 
pnvraiscd tegtine, the fnrawml raogM 
hive to offer outright grants to the opensm 
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for the various social obligations borne by 
them at the instance of the government. 
These obligations were previously financed 
by Indian Railways through cross- 
subsidisation, including the operation of loss- 
making commuter services in the 
metropolitan areas. Thirdly, the government 
would be faced with the problem of 
maintaining uniformity in the technical 
standards and the levels of service-quality 
. achieved by different zonal companies. This 
is because since the financial strength of the 
different regional companies would not be 
the same, the rate at whichdiflerent companies 
would be able to absorb new technologies 
or modernise their equipment would differ, 
thereby creating technical disparities in the 
country's railway network. If the zonal model 
were adopted for the privatisation of Indian 
Railways, all these problems must be carefully 
addressed and suitable remedies devised to 
deal with them before emnarking upon the 
privatisation programme. 

The other privatisation models are less 
suitable for Indian conditions. For example, 
the business-sector model is not possible for 
Indian Railways since their operations are 
not structured on business-sector lines as in 
the case of BR. One may. all the same, 
visualise a scenario of privatising Indian 
Railways' most profitable long-distance 
intercity passenger or freight services to start 
with, as these arc most likely loallract private 
operators, leaving the less profitable busi ness 
for sale later and the Railway Board to operate 
only the loss-making services with financial 
support from the central exchequer. One 
wonders if the Indian government would be 
prepared to entertain such proposal, il only 
because il would raise the most insurmoun¬ 
table difficulties of allocating joint costs as 
both the profitable and non-profitable sectors 
would be using the same tracks and other 
common assets. Moreover, the idea of hi vmg ' 
off the profitable parts of the Railways' 
businesses to private operators, leaving the i 
Railway Board with the loss-making services 
to run. may sound bizarre to many policy- 
makers. 

It is true that the modern trend in both 
developed and developing countries is 
towards deregulation and privatisation of 
their industrial structures. I welcome the 
policy of deregulation in every sector of the 
Indian economy, since I believe that such 1 
measure would open up new opportunities 
for both producers as well as consumers - ; 
for producers to adopt new technologies and 
engage in the production of whatever goods . 
and services they find most profitable to : 
produce and for consumers to consume 1 
whatever goods and services give them 
maximum satisfaction. While deregulation i 
is most welcome in every sector of the Indian 1 
economy, including the transport sector, any 
proposal for the privatisation of Indian 
Railway* must he carefully examined. Such 



examination must not only take account of 
the effects of privatisation upon the productive 
efficiency n f the Railways but also the equity- 
allocations! objectives of the government. 
And even while focusing upon productive 
efficiency objectives, it would be essential 
to give carclul thought to the various 
operational problems highlighted in this 
paper. Otherwise, privatisation might as well 
open a Pandora's Box for the Railways 
rather than solve any of their productive 
efficiency problems. 

VI 

Indian Railways as a Corporation 

While I reject privatisation as a solution 
for improving the productive efficiency of 
Indian Railways, there is much to be said 
in favour of changing their structure from 
a departmental undertaking into an 
independent public corporation. The 
establishment of such a corporation, if 
properly structured and armed with adequate 
powers for making decisions on such key 
variables as pricing and investment, would, 
in my view, provide the management of the 
Railways the necessary freedom to run their 
operations on sound commercial principles. 

This proposal has been a subject of much 
public debate in the past but no action has 
been taken dire to pressures from the vested 
interests. I believe it would not be out of 
context in the privatisation debate to restate 
the case for converting Indian Railways into 
a public corporation under the ministiy of 
railways. 1 intend to devote the final section 
of the paper towards this end. 

The case for choosing a corporate structure 
for the Railways was examined in detail by 
an Expert Group on the Capital Structure of 
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Indian Railways set up by the ministry of: 
railways in 1978. The group had died the 
following advantages which the Railways 
would enjoy if they were to operate as a 
public sector corporation: 

(i) As a corporation, they would have chosen 
their capital structure so as to finance as 
much of their investment as possible by 
raising equity, thereby keeping their loan 
liabilities to a minimum. 

(ii) They would have greater flexibility in 
fixingtheir fares and freight rates, and relating 
them as far as possible to costs. 

(iii) Since they would have been under 
pressure from their equity holders to break 
even, they would not have continued with 
their uitre mu iterative operations. 

(iv) They would have invested more on 
innovations and modernisation of their 
capital equipment in the face of competition 
from other modes of transport in order to 
reduce their operating costs. 

Unfortunately, the expert group considered 
that the question of ownership of Indian 
Railways was beyond its terms of reference 
and accordingly decided not to make any 
specific recommendations in this regard. 
However, it had raised some important policy 
issues which are equally relevant in the 
present context. The group, of course, looked 
at the question of converting the Railways 
into a public corporation from the viewpoint 
of restructuring their capital base rather than 
giving the Railways an autonomy for 
decision-making without ministerial 
interference. In India, public sector 
undertakings, which are organised in the 
form of corporations, have their capital 
structure as a mixture of equity and loan 
capital. However, being a departmental 
undertaking, the entire capital base of the 
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Railways it 4 b this form tif noo-repayaMe, 
taut interest-bearing, low from the central 
government 2 Interest (dividend) payments 
are exempted on certain segments of railway 
investment on the recommendations of 
Railway Convention Committees. Thus, as 
hat been observed earlier, although they do 
not have to repay their loans, Indian Railways 
arc required to pay to the central government 
a fixed dividend of around 6.S per cent on 
their loan capital, whether or not they made 
profits. Since a large part of their capital has 
been financed by borrowing from the 
government nuher than internal savings, the 
Rail ways' financial structure has been highly 
over-capitalised. The expert group wanted 
to relieve the Railways of this anomaly in 
their capital structure. By converting the 
Railways into a public corporation, it would 
be possible, the group argued, to convert part 
of their fixed interest-bearing liabilities into 
equity, thereby releasing the Railways from 
an obligation to pay a predetermined dividend. 

There is, however, a fundamenjal 
difference between the equity capital 
provided by private investors to a joint stock’ 
company and that provided by the 
government to a public sector corporation. 
The equity shareholders in a joint stock 
company can always withdraw their capital, 
by selling their shares on the stock market, 
if the company is losing money but this 
option is not available to the government in 
relation toapublicsectorcorporation. Equity 
capital given to a public corporation, 
therefore, amounts effectively to an outright 
grant if it is losing mdney and must therefore 
be treated on the same footing as a gram 
from taxpayers to a departmental under¬ 
taking. According to the theory of ownership 
rights, there is no bankruptcy constraint on 
a public sector corporation whose shares are 
not freely traded on the stock market. From 
this point of view, the requirement to pay 
a fixed dividend on theirioan capital imposes 
on the Railways, at least in theory, an 
obligation to earn a surplus over their 
operating costs. The Expert Group, 
accordingly, concluded that “unless 
according a corporate status to the Railways 
means complete autonomy to (hem in their 
pricing and investment decisions, so that the 
fares and freights fixed by them reflect the 
real cost of providing their service, (here is 
no reason how the mere restructuring of the 
Railways' capital on the equity principle 
would help the Railways in getting nut of 
their present financial plight 

As has been observed above, the expert 
group looked at the question of according 
a corporate status to the Railways from a 
rather narrow standpoint of changing the 
capital base of the Railways. The group, 
therefore, came to a negative conclusion on 
this issue as it believed that the mere 
conversion of irailway capital into state-owned 
equity would have no consequence on die 


Railways' financial position. However, to 
my mind, the importance of the issue goes 
much beyond its impact on the restructuring 
of the railway capital. It assumes special 
importance in the context of the privatisation 
debate. For the accord of a corporate status 
to the Railways is likely to bring about a 
fundamental change in the relationship 
between the management of the Railways 
and the government. The nature of this 
relationship would depend upon three 
factors: (a) what sort of corporate objectives 
the management is required to optimise? 
(b) what degree of freedom the managers 
enjoy from ministerial control in managing 
the affairs of the Railways? and; (c) what 
kind of incentive scheme the management 
has been offered to optimise the Railways’ 
corporate objectives? In the conventional 
model of the nationalised industries, the 
standard approach has been to regard 
managers as the trustees of the wider public 
interest, and expect them to manage public 
enterprises by optimising some form of social 
welfare function. The ‘public interests’ 
theories are. however, of little relevance to 
the present-day conditions. A more useful 
approach would be to look upon public 
corporations in their role as developed in the 
theory of property rights. 

This theory, as has been outlined earlier, 
presumes the managers of corporations as 
agents who serve the interests of their 
principals, viz. the shareholders, whosupply 
capital lo the corporations. In a perfectly 
competitive markets, the managers also 
automatically satisfy the interests of their 
customers by meeting their demand at a 
minimum cost but this need not be the case 
if the markets are less than perfectly 
competitive. Now, the question to ask is: can 
the principal-agent theory be applied lo public 
corporations, even if private investors were 
allowed to own only a sizeable part of their 
share capital? The answer will depend upon 
three major factors, viz,; (a) the sue of 
shareholding the private investors arc allowed 
to hold - generally, the larger the size of (his 
holding, (he more effective would be the 
stock market control on the operations of the 
corporations', (b) whether the shares of the 
corporations held by the public are allowed 
to be traded on the capital market: and (c) 
the extent of managerial autonomy provided 
in the statutes setting up these corporations. 

Presently, the equity capital of the Railways 
ix, as we have noted above, entirely owned 
by the central government, which implies. 
ipso facto, that the ‘principals’ whose 
interests the railway management must 
serve are the taxpayers. If the Railways 
were accorded a corporate status, it will be 
crucially important that the structure of the 
p roposed corporation is modelled to fulfil 
the three conditions mentioned in the 
previous paragraph. For example, if the 
equity capital of the proposed Railway 


Corporation were entirely held by the central 
government, as in the case of a departmental 
undertaking, the framework of control over 
the operation of the Railways would be no 
different from the existing ministerial control 
and bureaucratic intervention. Such system 
would not he conducive to injecting 
commercial proceduretand market discipline 
into the management of Indian Railways. An 
important and innovating breakthrough in 
the structural model of public corporations 
in India would be to invite private sector to 
freely participate in their equity base. Such 
a structural reform has already been 
i ntroduced by the present Indian government 
by inviting the private sector to purchase up 
to 20 per cent of the share capital of a number 
of selected public corporations. The same 
structural model should be adopted for the 
Railway Corporation by inviting private 
investors initially to purchase 20 per cent 
of the Corporation’s share capital, but 
gradually this share should he raised to 49 
per cent. This would still leave the control 
of the Rail way s with the central government, 
if so desired. 

If Indian Railways were converted into 
a public corporation on the above lines, it 
will, in my view, go a long way in 
revolutionising their managerial practices 
and operating procedures and bringing 
about technological changes which are so 
vital for improving their productive 
efficiency and financial health. I strongly 
support the case for converting them into 
a public corporation. In such a corporation, 
the central government would hold the 
major share of its equity capital but by 
offering private sector an opportunity to 
acquire a sizeable pan of its equity hue. 
the go vemmept would expose the Rail ways, 
at least partially, to the financial discipline 
and the shareholder monitoring of the 
capital market. However, lo obtain the full 
benefits from the structural change 
suggested in this paper, two further 
requirements would be in order: (a 1 suitable 
provisions in the statute setting up the 
proposed Rail Corporation in older to ensure 
the managers necessary freedom from 
ministerial intervention, so that they may 
manage the business of the Railways on 
commercial principles: (bl and a properly 
structured incentive scheme forthemanagers 
to optimise the corporate objectives set for 
(he Railways. There is no room in this paper 
to go into these modalities, which should 
best be left to the experts to work out. 

VII 


The Indian gov ernm ent has adopted a 
liberal approach in its economic and induana i 
policies. Liberalisation implies deregulation 
of industrial structures and abolition of aU 
forms of licensing and resmetioa on the 


tt - m i c rod*a< »tcal Wackiy January 14,1993 


III 




, entry and exit of firmi in every lector of the 
economy. It does not necessarily men 
denationalisation or privatisation of public 
enterprises. In fact public and private _ 
enterprises can coexist and compete with * 
each other in a deregulated economy, and 
there can be competition between different 
public corporation* themselves in a given 
industry without any involvement of the 
private sector. But where public corporations 
are not performing satisfactorily and there 
is a hard empirical evidence that the private 
sector can do better, there may be a good 
economic case for handing over such 
corporations to the private ownership and 
management. 

A number of activities in India’s transport 
sector may fall in this last category. For 
example, there is no economic justification 
for reserving intercity road passenger 
transport exclusively for the public sector, 
as it happens in a number of Indian states, 
and public interest will be better served if 
state road passenger transport corporations 
are exposed to competition from private 
operators by deregulating the road 
passenger transport industry in these states. 
Similarly, there is a good economic case 
for deregulating India's domestic airline 
services and privatising the third airline 
service, the Vayudut, which has been 
running into losses. Markets in these sectors [ 
of transport are contestable as sunk costs ' 
are negligible. The same, however, cannot 
be said about rail transport, as has been I 
discussed in this paper. But the case against , 
the privatisation of Indian Railways goes ; 
much deeper than that. My case against I 
privatisation was not only based upon the I 
non-applicability of contestability theory I 
to the Railways and hence the lack of any 
gains to the Railways in productive : 
efficiency but also the fear that privatisation 1 
would, in fact, entail losses of allocative ; 
efficiency and other non-commercial gains 
the country has enjoyed from the historical 
role the Railways have played in its socio¬ 
economic development. 

While I have opposed the idea of 
privatising Indian Railways. I have argued 
for converting their structure from a J 
departmental undertaking into a public 
corporation, with its equity capita] open j 
for private sector participation. I believe 
such structural change in the Railways' 
corporate status, with statutory provisions | 
to ensure the management freedom from ' 
ministerial interference, would go a long ' 
way in ensuring their commercial success, 
while simultaneously enabling them to 
continue to fulfil their social objectives. 

r 

Notea 

rfhttpnperwai presented too semtimr organ ued ■' 
by Railway Pm and Freight Cp—tin c and 
hwtitute of .Social and Ec onomic Change at 
Bmgalorc.J 
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I The igwity cupini of dtfSc dowp—ini h htfrt 
by a attic boMng company which Iim not yet 
offered it to the public. 


2 Recently, the Railway Finance Corporation, a 
subsidiary of Indian Railways, hid issued 9 
per cent tax-free bonds which were mahdy 
subscribed by financial institutions. 
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111 Developing Countries 

Theory and Evidence 


Nirapam Bnjpai 

Economic reforms are being undertaken almost throughout the developing world today, preceded in most cfthe 
countries, including India, by a fiscal and balance of payments crisis. It is argued that the reforms are guided by 
rules-of-thumb and the underlying general equilibrium model cfthe economy for which these standard rules apply 
is an unrealistic portrayal of most of the developing economies. The model holds good only under very restrictive 
assumptions, perhaps only for small economies and not large ones. Besides, while it is important to attain and maintain 
fiscal discipline, the IMF’s approach has prolonged the process and invariably failed to yield the desired results. 


I 

Introduction 

ALMOST throughout the developing world 
the introduction of market-oriented reform 
agendas have been put in place under the 
auspices of the International Monetary Fund 
(henceforth Fund) and the World Bank 
(henceforth Bank). While the Fund's focus 
is essentially short-term stabilisation, the 
Bank has focused on realising longer term 
structural adjustment in all developing and 
now quite a few erstwhile socialist 
economies. Structural adjustment is used to 
promote the marketisation of economies 
through reliance on market signals to guide 
economic decisions and allocate resources. 
As pan of this agenda, the Bank goes on 
to seek structural reform built around 
deregulation, import liberalisation, market- 
iration, and privatisation of the national 
economy. 

In the initial stages, emphasis of the reform 
programme is on stabilising the economy 
with fiscal restraint and currency devaluation 
taking the leading role. Having stabilised the 
macro-economic environ menl.it issuggested 
that the emphasis should shift to structural 
adjustment encompassing various micro¬ 
economic and institutional reforms in order 
to remove inefficiencies and to ensure an 
adequate rate of growth. However, this set 
of sequence is not being followed in the last 
five-seven yean since both the Fund and the 
Bank are operating simultaneously and hence 
the broad sequencing of stabilisation and 
then reforms is no longer adhered to. 

While most developing country govern¬ 
ments* economic reform programme adheres 
to an orthodox pattern associated with the 
nmd, the Bank, and the mainstream western 
macro-economic profession, some other 
oountricsarestrug^Ung, with varying degrees 
of success, to chart their own course. 
However, there appears to be a broad 
oons an mi among economists and policy- 
makers regarding the applicability aad 
effectiveness of the PundfBank programme 
or what is often called the stabiHsador-cum- 
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An attempt is made in this paper to assess 
theextent of theoretical and empirical support 
behind economic reforms. The rest of the 
paper is organised as follows. While 
Section II deals with the broad sequencing 
of stabilisation and then reforms. Section III 
discusses the rules-of-thumb approach. 
Trade policy reform and related issues are 
analysed in Section IV. Distinction between 
allocative and productive efficiency at the 
micro level is discussed in Section V. 
Section VI lays emphasis on a novel three- 
gap adjustment model (for savings- 
investment. trade, and fiscal limitations) at 
the macro level. Concluding remarks are 
presented in Section VIII. 

II 

StabUtsatioa,ti»en Reforms 

Although both the Fund and the Bank 
have been emphasising that stabilisation 
should precede structural adjustment, in 
practice, both stabilisation and structural 
reforms are found to be going on 
simultaneously. An important reason for 
this is that the Fund’s approach toward 
stabilisation results in a long drawn process 
primari ly due to the neglect of crucial macro- 
economic factors, such as linked foreign 
exchange and fiscal constraints, financial 
fragility, and the dynamics of the inflation 
process. By implication, therefore, the results 
of Fund-supported pro gramm e s have been 
far from satisfactory. 

Studies have found that the Fund's 
programmes have not been optimal for 
stabilisation, growth or income distribution. 
Most Fund-spon so red prog ramm e s relied 
heavily on cuts in real wages and devaluation 
of the exchange me. However, we argue 
that the former usually resulted m further 
declines m aggregate de m and and growth 
while the latter resulted in higher inflation 
and drops in production. The riawkities of 
substit u tion in consumption and p rod ucti o n 
were usually very low, hence consumers dkf 
not quickly switch to cheaper domestic 
goods, nor did producers switch quickly to 
But export sector. 


Furthermore, the Fund’s contention that 
large improvements were seen in the 
programme implementing countries in the 
post programme period is debatable. Pint, 
the Fund's programmes have not yielded the 
desired result! on the price stability front 
Also, the use of fiscal deficit by the Fund 
as the sole indicator of fiscal cwrectioa may 
not be correct. The conventional budget 
deficit and revenue deficit would peshapt he 
more relevant. In India, for instance, the key 
area for action is the reduction in the revenue 
deficit The growing revenue expenditure 
and the resultant revenue deficits may pre¬ 
empt a large part of household savings that 
could be invested. Second, whatever 
improvements are seen in the balance of 
payments are because of: (a)droptm imports 
as aggregate demand falls dramaucally, other 
than higher exports and (b) the infusion of 
fresh external resources due mainly thraugh 
the Fund itself, and the resumption of new 
lending through commercial banks and in 
some cases relatively greater direct foreign 
investment. 

Accompanying the Fund's stabilisation 
programme are the Bank's Structural 
Adjustment Loans (SALs). Contrary in what 
the Bank had always maintained, that is. 
structural reforms would he undertakes only 
in an environ m ent of macro stability. Wortd 
Development Report (1989), in reality, this 
is not the case. Both the Hmd and the 
Bank are. in fact, operating wmuitanenusly 
in the developing countries and in the process 
are neither able to achieve macro stability 
nor restoration of sustainable growth, 
especially in the Latin American countries 
Bajpw (1993). 

Both policies result m a 'co m p eti tion for 
in s tr u m ents ', where what is required to 
succeed on one front is the opposite of whnt 
is needed to on die other. Histories! 
evidence from su cce ss fu l Asian exporters 
suggest Mobilisation should be consoiidsssd 
before attempting trade reforms Sacha 
(I9S7). Moreover, smee inflation genenaos 
serious dutattions, H bcrsl issftou tnK tale 
place under m^proprime signals. Henos, 
the aead to bringdown inflation fir* Hector 
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(1987). in countries with ItlghinfllttkMt where 
stabilisation requires the use or exchange 
rate as a nominal anchor, it is preferable to 
postpone trade reform until the economy has 
attained a reasonable degree of macro 
stability. 

DatuinTable I suggests that despite having 
implemented orthodox policies for over a 
decade, the economics have continued to 
suffer from macro instability and low rates 
of economic growth. While it is argued that 
South Korea. Chile and Turkey are success 
cases of orthodox reform policies, this, in 
our view, is not entirely true. South Korea's 
success, to a large extent, is attributable to 
its state, which developed the necessary 
infrastructure, human resources, and 
intervened in the process of resource 
allocation so as to achieve overall 
development. As the Korean economy grew, 
with a strong industrial base, the Koreans 
gradually undertook liberalisation.*and 
rightly so. It made sense for them to open 
up since it was the only way loensurc further 
growth of the economy. Chile can hardly be 
called a success since a few years of strong 
export growth is by no means an indicator 
to suggest that the reform programme has 
succeeded. Moreover. Chilean exports 
(largely copper and primary products) are 
growing not because of the orthodox policies, 
hut due to the heavy investments made by 
the state in the copper mines over the last 
10-12 years. Turkey, on the other hand, is 
facing serious macro problems today, and 
a few years of stable growth in between 
(which is not sustainable) cannot be termed 
a success case. 


Ill 

Economic Policies Guided 
by Rules-of-Thlimb 

Most of the economic policies advocated 
by the Bank, and asked lor in return ofSAl^s 
are guided by rulcs-ol-thumh. The underlying 
general equilibrium model ol the economy 
for which the standard rules apply is an 
unrealistic portrayal of most developing 
economies. Devarajan and Lewis (1992) 
construct a simple two-sector model to 
highlight the critical assumptions fordifferent 
rules-of-lhumb. and it demonstrates what 
happens u> the standard prescriptions when 
these assumptions do not hold. However, we 
focus in (his paper on trade and exchange 
rate policies in the currently pursued 
adjustment strategy. 

In the macro-economic arena, government s 
are asked to get the exchange rate right' by 
maintaining an appropriate real exchange 
rale. Appropriate adjustments in thecxcfemge 
rate are identified by conventional wisdom 
as those required to offset the diflcrence 
between domestic and world inflation. 
Similarly, in the area of trade refcirm. the 


focus ii on tbe kvel and pattern of mtpart 
tariffs. Government ale advised to lower tbe 
average level, of tariffs, and reduce or 
eliminate the dispersion of rates across 
different commodities. Also, it is suggested 
that quota restrictions (QRs) should be 
removed from intermediate inputs, capital 
goods, and other non-competing imports as 
also from a variety of final goods that do 
compete with domestic production. 

Fund programmes hear testimony to the 
fact that exchange rate reform has been a 
nearly universal element in the standard 
package prescribed for developing countries. 
Exchange rate policy focuses on two distinct 
issues: first, changing the level of exchange 
rate (usually through a devaluation) in order 
to reduce pressure on the balance of payments 
and to remove distortions in the relative 
price of tradables and non-tradables, and 
second, managing movements in the 
exchange rate in order to minimise the impact 
of adverse external developments. While it 
may be true that major exchange rate 
adjustment is required to reduce the 
distortions between tradables and non- 
tradables, rules-of-thumb are. however, of 
little use in providing a guide in such cases. 
Often it is the case that policy- makers proceed 
by trial-und-error in choosing how large an 
adjustment should be made, of course, 
political feasibility often constraining the 
choice. 

It is believed that maintaining a competi¬ 
tive exchange rate is one of the most 
important guarantees for achieving a sound 
closure of the external gap. Since the pre- 
stabilisation situation, often, but not all the 
times, includes tut overvalued exchange rate, 
it becomes necessary to devalue early on. 
However, devaluation has complicated, 
economy-wide effects. By increasing import 
costs, it may he price inflationary and output 
contractionary Agcnort 1991), Kingman and 
Tayh>r( 1978). Recent experience in Tanzania 
and Ghana suggest that capital inflows 
provided to support devaluation can be used 
to reduce excess demand by allowing 
intermediate imports and production to rise, 
with a corresponding reduction in inflation. 
A reasoned judgment about the likely effects 
of devaluation is essential in the design of 
stabilisation programmes. If any rule applies, 
however, it might he that small, open 
economies which are externally constrained 
are more likely to respond favourably to a 
devaluation/capiial inflow package than are 
large, closed ones. 

The co-onlination of devaluation with 
other policies is also problematic in the 
context of both stabilisation and adjustment. 
For anti-infiotkin purposes, the exchange 
rate may be frozen as a nominal anchor. Of 
course, if inflation continues (here will he 
real currency appreciation, and consequent ly 
imports will rise and export growth decline 
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as In numerous felled sudbilitadou attempts 
in Latin America over the past two decades. 
With regard to fiscal policy, if depreciation 
it expansionary, that it can unefufty be 
combined with austerity. The exchange rate 
change improves the trade balance, while 
fiscal policy helps avoid an inflationary 
excess demand situation. However, in the 
event of a devaluation being contractionary, 
which is most often the ease, combining it 
with fiscal austerity can lead to disastrous 
results. 

Furthermore, devaluation by itself 
cannot improve the trade performance. 
Getting rid of extreme price distortions 
appear to be a necessary condition for (or 
at least correlated with) greater tradability 
of domestic activities. However, mere 
price incentives are never sufficient for 
improvement in trade performance. A real 
exchange rate with a reasonable, stable 
value is an invaluable stimulant to net 
exports. Of course, it must he supplemented 
with directed trade promotion policies, 
such as tax drawbacks, export subsidies, 
and cheap credit, etc, as well as state 
intervention to improve infrastructure. 
The real exchange rate could be held stable 
by following a crawling peg policy 
involving frequent nominal mini-devaluat¬ 
ions to keep the exchange rate in line with 
the domestic price level. Briefly put, the 
simple rules-of-thumb are inappropriate if 
a complex representation of the economy 
is adopted. Only under very restrictive 
assumptions is the simple exchange rate 
rule appropriate. For example, a rule used 
for real exchange rate policy makes sense 
only when the balance of trade is zero or 
for instance unifying tariff rates is efficiency 
improving only when all other taxes are 
set optimally. 

IV 

Trade Policy Reform 

Trade policy reform is perhaps one of 
the most crucial components of the currently 
pursued adjustment strategy. It is argued 
that developing countries need to move 
away from a distorted trade policy regime 
toward a more neutral one. As part of the 
move toward a more liberal regime, a 
standard sequence of policies is 
recommended: first, there should be macro 
stability; thereafter, quotas should be 
converted into tariffs, and then the tariff 
schedule should be simplified to two or 
three rates in the 10-50 per cent range, 
sufficient to provide some protection and 
generate revenue (for country details refer 
to Table 2). By contrast, experiences of 
many countries have shown that sustained 
output growth is possible even with a 
distorted trade regime, and moreover, moat 
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formal models show (fiat etimtaailftf 
distortions is likely to be of second order 
significance naywty. 

While the orthodox view has maintained 
that trade liberalisation and currency 
devaluation are crucial to attain and more 
importantly sustain higher levels of 
economic growth, we argue, on the other 
hand, that trade policy orientation may not 
be a dominant determinant of growth and 
hence may not perhaps deserve the attention 
being given to it. Several authors including 
Rodrik (1992) and Krugroan (1989) have 
emphatically suggested that multiple 
equilibria are possible with trade reform. 
With low investment level in the economy, 
the probability of reform collapse is high 
and similarly another equilibrium point 
exists wherein the investment level needs 
to be sufficiently large to bring down the 
probability of collapse. 

Programming the level and composition 
of non-competitive intermediate and capital 
goods imports has been a key factor in the 
success of developmentalist states. In South 
Korea, for example, authors of diverse 
viewpoints agree that instruments, such as 
quotas, directed credits, and targeting were 
used to promote import substitution which 
led to export growth. Similarly. Brazil used 


1 protection and licensing to build an 
automobile sector which flourished until the 
economy was derailed on the macro from 
in the 1980s. Turkey, Colombia, and Kenya 
have proved to be successful exporters 
primarily due to their policies of import 
quotas and export subsidies which directly 
focus on exports. 

Furthermore, the objective of trade 
liberalisation is in direct conflict with the 
objectives of reducing the balance of 
payments deficit and the budget deficit 
[Bajpai 1990). Tariff reduction typically 
results in reducing government revenue 
and simultaneously increasing the import 
bill. This, in turn, increases both the budget 
deficit and the balance of payments deficit. 
In Mexico, for example, the trade reform 
reduced by half the share of trade taxes in 
the total government revenue and magnified 
the requisite fiscal retrenchment. Moreover, 
in Thailand and Morocco, tariff reductions 
were ultimately reversed, to a large extent. 
far budgetary reasons. 

Similar to* the case of exchange rate 
policy, the traditional rules-of-thumb with 
regard to trade reform are appropriate only 
for highly simplified model economies. In 
the process, the standard rules of tariff 
reform tend to neglect certamcrucial aspects 


about the underlying economy. Typically, 
tariffs are ignored as an important source 
of revenue for the government and also the 
fact that there may be other domestic taxes 
in the system, in addition, the reform 
programme also ignores the fact that imports 
and domestically produced goods in the 
same sector may not be perfect substitutes. 
Country studies in Taylor (1993) have 
shown that reducing tariff levels do not 
always help exports and that reducing the 
dispersion in tariff rates does nut necessarily 
improve efficiency. 

V 

Allocative vs Productive Efficiency 

The structural adjustment programme 
typically encompasses various micro- 
economic and institutional reforms in order 
to remove inefficiencies and to ensure a high 
growth rate. While structural adjustment is 
a multifaceted process, the currently pursued 
approach emphasises the role of economic 
liberalisation. The argument underlying the 
case for economic liberalisation it that 
allocative efficiency can be improved by 
lifting controls in the markets lor 
commodities, credit and foreign exchange. 
The removal of price distortions is expected 


Table I: Economic Imucaidm 


(Annual Average Kates Cmd) 



GDP Growth 

Grass Dom Investment 
(Percentage of GUP) 

i Merchandise 
Export Growth 
_(US $ Terms)_ 

Inflation* 
Consumer Prices 

Real Wages 

1987 = 100 

Real Output Per 
Employee 
(1987 = 100)_ 


1980 

1985 

1992 

1980 

1985 

1992 

1980 

1985 

1992 

1980 

1985 

1992 

1980 

1985 

1992 

1980 

1985 

1992 

Argentina 

2.7 

-66 

8.6 

25.3 

17.5 

16.7 

-6.7 

11.9 

2.0 

100.8 

672 

23 

101 

IO.V5 

76.2 

(1989) 

121 

7V 

86 

<19891 

Brazil 

9 1 

7.9 

-0.9 

23 3 

192 

17.5 

23.3 

2.1 

129 

83 

227 

1008 

60 1 

99.2 

726 

(19901 

84 

88 

lOt 

(1990) 

Chile 

8.2 

70 

10.3 

24.6 

17.2 

23.7 

-2.8 

62 

144 

35 

31 

15 

101 7 

98.2 

1077 

(I990» 



(1990) 

Cotombtaj 

4.1 

3.3 

2.7 

19.1 

19.0 

17.6 

18.0 

4.4 

13.2 

27 

24 

27 

865 

99.7 

100.2 

(19901 

68 

88 

M2 

<1990) 

Okana 

1.2 

5.1 

36 

5.6 

9.6 

126 

13.3 

265 

98 

50 

10 

10 

- 

- 

- 

- 

- 

- 

India 

6.7 

5.4 

4.3 

20.9 

23.9 

23.2 

-9.1 

-.3.9 

10 6 

It 

6 

12 

81.2 

98 

108.5 

<19891 

61 

91 

(08 

<1989) 

Indonesia 

7.9 

2.6 

6.3 

243 

280 

34.6 

-2.9 

-10.4 

162 

18 

5 

8 

699 

965 

129.7 

(1990) 

57 

83 

119 

<19901 

Ivory Coast 

-12 

4.5 

-0.3 

265 

12.6 

8.9 

26.8 

42 

- 

15 

2 

4 

- 

- 

- 

- 

- 

- 

Mexico 

8.4 

7.9 

2.6 

27.2 

21.2 

2.3.7 

357 

-5.8 

-29 

26 

58 

16 

146.6 

109.8 

109.7 

(1990) 

85 

99 

117 

<1990) 

Peru 

3.1 

2.1 

-2.8 

28.8 

18.4 

16.3 - 

-I 6.9 

21.4 

5.2 

59 

163 

74 

99.9 

74.7 

705 

(1988) 

- 

* 

- 

Philippine* 

3.4 

-7.3 


29.1 

15.3 

226 

15.4 

-2.2 

21 

18 

23 

9 

68.9 

751 

119.1 
»19901 

91 

90 

109 

<I9*0» 

Sooth Kern 

-3.3 

6.9 

4.8 

295 

29.3 

1 

39.1 

(1991) 

10 0 

6-5 

8.4 

29 

.3 

6 

At 

85.7 

130 

(I990r 

60 

84 

123 

0990) 

Tanzania 

2.7 

1.2 

3.7 

23 JO 

15.7 

42.4 

2.8 

-11.0 

18.5 

30 

33 

22 

286.4 

I4S.0 

87 9 
11988) 

108 

115 

105 

<1988) 

Turkey 

-0.7 

5.0 

5.5 

21.9 

21.0 

22.5 

19.1 

16.4 

9.1 

110 

45 

70 

1167 

982 

114.4 

(1990) 

60 

>2 

115 

<19901 

Uruguay 

6.1 

1.6 

7.4 

17.3 

11.4 

128 

24.5 

-2.7 

15 

64 

72 

69 

86.2 

829 

922 

(1989) 

91 

97 

102 

0909) 


Hem. * faeeMg* change over previous year; catcahsed from indues. 

Stmrret: kuttmU rn td Ftmm-U SwiMffra. IMF. i993 mi World Totrtex. World Bank. 1994 
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(o enhance efficiency by calling forth an 
appropriate behavioural response. We argue, 
that although allocative efficiency gains do 
accrue with the removal of distortions, but 
they are only a one-time gain. Reallocation 
of resources to the sectors where they are 
most productive at world prices would 
lead to a once-and-for-all gain in the 
efficiency of the economy t Knigman 1989], 
Such a reallocation can explain only a one- 
time gain, however, not a continuing 
process of growth. Besides. Krueger (1985). 
one of the strong advocates of the 
liberalisation policies admits "...while 
there were numerous micro-economic 
changes that accompany devaluation, 
liberalisation, and altered (trade policy) 
bias, it was not possible to detect significant 
effects of these changes on growth 
performance". 

At the micro-economic level it is 
important to cjistinguish between 
"allocative'' and “productive” efficiency 
gains. With regard to industry and finance. 
Hjalmarsson (1991) and UNCTAD (1991) 
respectively make a distinction between 
allocative and productive efficiency. The 
latter is by no means assured by removing 
price distortions to put allocati ve efficiency 
into place. There are several other factors 
which affect productive efficiency, for 
1 instance resource endowments as defined 
by changing technology and tastes, 
market and capital stock structures, the 
size of the economy, access to geopolitical ly 
determined capital inflows and penetrable 
markets. Moreover, gains in allocative 
efficiency via changes in real macro prices, 
such as wages, exchange rate and the 
interest rate can be misleading, if 
improvements in productive efficiency are 
trivial at best. Also, movements in their 
nominal counterpans have complicated and 
economy-wide effects Taylor (1993). 

Increases in GNP can be registered while 
the one-time reallocation of productive 
factor* lasts and hence it may be incorrect 
to presume that liberalisation can raise the 
rale of growth over the medium to the long 
run. However, one comes across 
overwhelming literature favouring across- 
the-board liberalisation to attain and more 
importantly sustain higher levels of economic 
growth. Be that as it may, the theoretical 
underpinnings of the liberalisation policies 
seems to be rather weak. For example, it is 
significant to distinguish between (a) an 
increase of, say. 2 per cent in GNP every 
yov, and (b) a permanent increase of 2 per 
com in the growth rate of GNP. The economic 
theory underlying the case for liberalisation 
makes a claim only regarding the first 
scenario. The practical difference between 
the two scenarios can be observed by noting 
that an economy with an underlying growth 
rate of 4 per cent a year will havqra GNP 
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under scenario fb) ffut is almost one-fifth . 
larger at the end ofdecade (hat under 
scenario (a) f Luc as 1989], 

Perhaps an analogy could be drawn 
between what we have discussed earlier, i 
e. 'allocative' and .‘productive' efficiency 
on the one hand With ‘level' effects and 
■growth' effects respectively on the other. 
Qualitatively, the ‘neoclassical* growth 
model makes a distinction between the level 
and growth effects. The former are the 
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piths without 

the latter are changes' In paranMfbtr* that 
altar growth rates along balanced paths. 
The structural adjustment programmes 
suggest that developing countries should 
remove import quotas and reduce their 
import tariffs significantly since these are 
inefficient barriers to trade and hence act 
as a limitation on growth. However, removal 
of trade barriers as per the neoclassical 


Tails 2: Trade Polity Reforms in Selettbh Deveunsno Countries 


Argentina: 

Brazil: 

Chile: 

Colombia: 

Ghana: 

India. 


Trade liberalisation began in 1986 and accelerated in 1991 when virtually all QRs 
were removed (except on automobiles). Stabilisation programmes were launched in 
1989 and 1990 which were unsuccessful. 1986 to 1991 average ad valortm tariff an 
imports fell from 115 per cent to 35 per cent. In 1992. the tariff band was reduced 
to 0-20 per cent 

In 1990, trade liberalisation began with lifting of import restrictions on 1.800 goods. 
The average tariff came down from 20 per cent to 17.1 per cent by 1992 and was 
further reduced to 14.1 percent in July 1993. 

Reforms began in I973‘. QRs eliminated by 1979 and uniform tariff rate of 10 per 
cent: Ibis ruse to 35 per cent during 1982-83 crisis but was then reduced to 15 per 
cent 

Stoning in 1983? import quotas were converted into tariffs contributing to one-third 
of revenue increase from taxes till l987:Average tariffs were 20.9 percent in 1979, 
fell to 18.7 percent in 1984 and rose to 29 per cent in 1989; by August 1991, average 
tariff fell to 15 per cent. 

Refonns began in 1982: between 1983 and 1986 currency was devalued 32-fold then 
by a further 66 per cent in 1987 and a further 43 per cent in 1989; average tariffs have 
fallen from 39.7 percent in 1982 to 6.3 per cent in 1989; in January of 1989, import 
licensing was abolished. Tariffs remain very low in Ghana. 

Major reform of trade regime in 1991; Import control through licensing has more or 
less been abolished. A continuous process of tariff reductions since July 1991 .The 
peak rate of import tariff has fallen from 150 per cent to 65 per cent between 1991 
and 1994. 


Indonesia: Reform* began in 1983: Average tariff rate fell from 17.8 per cent to 13.4 percent 

between 1983 and 1989, 1983 currency was devalued by 28 per cent after which 
real effective exchange rate was kept stable till 1986. when there was a further 
devaluation of 31 per cent;between 1986 and 1992. proportion of domestic goods 
protected by import licensing fell from 43 per cent to 13 per cent while average 
nominal protection has halved. 

Ivory Coast: Structural adjustment programme launched at the end of 1981. The next phase of 
reform began (1984-86) saw tariff conversion followed by an increase in average 
tariff rate from 23.5 per cent to 26.6 per cent over 1984-88.1989 saw a major 
stabilisation programme. 

Mexico: Trade liberalisation in two phases; 1985 to 1987 taw tariff conversion and reduction 

. in import licensing coverage from 92 per cent to 25 per cent; 1987 onwards emphasis 

on tariff reduction (average fell from 8.2 per cent in 1987 to 5.4 per cent in 1989). 
NAFTA envisages phased elimination of tariffs. 1 

Peru: Stabilisation programme commenced in August 1990and included substantial trade 

reform. All QRs were eliminated and the tariff system was simplified to include only 
three rales (10 per cent, 25 per cent and 50 per cent). The top rate was reduced to 25 
per cent in March, 1991. 

Philippines: 1983 crisis forced the country to embark on a major stabilisation effort. Serious 
efforts at structural refonns commenced in 1986. Most QRs were removed; 1992 
foreign exchange market, was fully deregulated; phased reduction announced in 
import tariff*. 

South Korea: Trade liberalisation was selective (concentrating on capital goods and intermedi¬ 
ates) and commenced in 1972. Between 1983 and 1989. the proportion of product 
classes carrying import Nltrictions fell from I9.fr per cent to 5.3 per cent. 

Tanzania: Early 1986 simultaneous impt emen tat io nofstabilisailoii and adjustment programmes 

including liberalisation of trade regime and devaluation. 

Turkey: 1980 liberalisation began: average tariffs fell from 39.1 percent in 1979 to 11.1 per 

cent m 1980: 1984-import surcharges introduced that increased opqdiy of the 
system. 

Uruguay : Significant efforts were made between 1973 end 1982: import quotas and Hocusing 

were eliminated in 1975 and controls on capital goods imports terastaeted In 1977; 
1982-85 recession was followed by efforts to stabilise and restructure. Broke down 
m 1988: efforts resumed in 1990 and were reiativeiy mote successful. 

Sources: Rodrik 1992, and WorMBtu* 1992. ~ l '~ 
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growth ilieory iso levd effect. analogous 
(n the one-time shifting upward in 
production possibilities. ami not a growth 
effect. Growth rates that arc both large and 
more importantly sustained may not he 
achieved simply hy allocative efficiency 
gains or level effects. 

VI 

Three Gap Approach 

In order to highlight how inter-linkages 
among external shocks, internal (especially 
fiscal) factors, and (he structural features ot 
the developing economies can lead to 
macro-economic imbalance, a three gap 
model is being used hy many economists. 
The traditional two gap model is extended 
by adding a third tiseal/financial constraint 
to the specification. The liberalisation 
literature postulates that if insiiiiilional 
obstacles are removed, a market economy 
will attain ancquilibriuin position hy itself. 
By contrast, the new gaps approach 
considers ihai disequilibrium phenomena 
may or may not persist alter hamcis 10 the 
free working ol market forces are taken 
away. The outcome will depend on whether 
or not market signals hy themselves induce 
economic actors to close the gaps, however, 
this will he determined by the structural 
features of the economy at hand. 

The three gap approach is designed 
explicitly to incorporate the diverse 
structural characteristics of developing 
economies. Such details are ignored hy ihc 
orthodox neoclassical approach since it 
sets out a universal policy package to he 
applied irrespective ol ihc country m 
question. Country studies in Taylor t IW3) 
suggests at least five sets ol factors 
contributing to macro-economic imbalance 
Numerical evidence in this regard is 
presented in Table .3. 

The public sector plays an tm|Nirtuni role 
in capital formation in almost all the countries 
m the sample furthermore, most ol the 
country studies huse shown a strong linkage 
between public investment and ihc 
consequent 'eiowdmg in' of private capital 
formation Indeed, public capital lointaium 
may he ihc only vehicle loi stimulating 
investment tiller a period ol adverse shocks. 
Unless, of course, export growth pulls 
investment demand up in a cumulative 
process as was tltc ease in Korea, in any 
event private capital formation can hardly 
he seen us an aaswer. 

Also, the public sector in most of the 
countries is a strong net saver. Of course, 
there urc exceptions, such us Nicaragua. 
I Igamlu. Zambia, and Zimbabwe (Tabic 31. 
This is largely due in the macro-economic 
ilixtrexs in these countries. Savings hy the 
l<uhHc sector rellects its activity in capital 
tormaltmi as well as the ability of the Mate 


(o gather resources- Table 3 indicates that 
private savings flows arc also large. They 
must he intermediated tmocaimal formation 
and/or loans to the state to cover the public 
seelor borrowing requirement tPSUR). This 
process cun lurch into imbalance if a tall 
in the demand lor domes!ic assets squeezes 
credit to the inihlie sector or lor private 
investment protects. 

Table 3 shows negative trade dclicii. that 
is. sur|)luses tor nuist of the eouniries. 
However, with (lie exception ol India. 
Nicaragua. Sri 1 .anku. Tanzania, and Uganda. 
In many cases tliese reflect foreign shocks 
sullered m ihc IriKOs. Ol course. Latin 
American countries had to run surpluses 
to meei loreigu interest obligations ai the 
same time as their governments needed 
fiscal surpluses since they had naiionahsed 
foreign dehl. Poor pmn.irs product 
exporters in Africa, on the oilier hand, were 
hit hard hy steady declines in their terms 
of trade and lagging export volumes 
(Bajpai IW2|. 

The dynamic macro-economic behaviour 
of developing economies is strongly 
allecied hy lire Icaturcs mentioned above, 
especially when they are hit hy an externa! 
shock. A sudden cut-off ol credits or a 
significant (all hi the terms ol trade, besides 
triggering mllaiion if devaluation is 
necessary, is likely to cause reductions in 
both output and in vestment The following 
channels are cnt|)hu.siscd by ihc three gap 
models: lirsi. the data in Table 3 suggests 
that hy limiting imports, scarce foreign 
exchange ciiher squeezes current 
production or capital formation This is so 
because local commodity production 
requires imported intermediates while 
loreign-niade capital goods are an essential 


component in must investment projects. 

Secondly, since capital inflows are a 
source of savings, they are in he replaced 
domestically if their flow is curtailed The 
required reduction in aggregate demand, 
however, is often realised through an 
acceleration in inflation. Finally, fewer 
funds will he flowing through the financial 
system, reducing the supply of credit and 
therefore capital formation. Since 
international capital markets arc imperfect, 
ihc economy tends to adjust to reduced 
point in time avutlahiliiy of foreign 
exchange via output reductions mediated 
hy faster inflation and domestic credit 
rationing. 

Vll 

Concluding Remarks 

An attempt is made in this paper to 
highlight Ihc inadequacies ol the traditional 
mles-of-ihumh approach toward economic 
reforms in developing countries. The 
underlying model docs not seem in 
address the complexities ol economic 
structures in (hedeveloping economies and 
hence holds good only under very restrictive 
assumptions. However, despite these 
fundamental weaknesses the standard 
rules have enjoyed widespread use and 
acceptance. 

Any move toward dramatic liberalisation 
needs to he preceded by a successful 
stabilisation programme. A structural reform 
programme accompanying stabilisation 
measures may neither help achieve macro 
stability nor the restoration ol sustainable 
growth. Ol course, any ma|or adjustment or 
stabilisation programme has 4 ways in keep 
in mind a very impiatam boundary enmhtann. 
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that i». the capacity of the state, both with 
regard to its political and administrative 
limitations. The state will ultimately have 
to play a crucial role in the success of any 
structural adjustment programme. The fiscal, 
foreign, and savings gaps are closely linked. 
Improvement in the first is not likely without 
gains for the other two as well. Indeed, 
external support may well be required on all 
the three fronts. However, the currently 
pursued adjustment strategy does not take 
into account the diverse structural 
characteristicsof developing countries which 
the three gap approach does. 

The currently pursued adjustment strategy 
lacks theoretical support, and moreover 
empirical evidence from Latin America. 
Africa, and more recently from Eastern 
Europe and Russia suggests that different 
economies with different institutional 
relationship and varying lines of causality 
in their economic systems require different 
approaches to stabilisation and structural 
reform. 

There are examples of successes and fai lure 
of both orthodox and heterodox policy 
initiatives. The problem at hand is how to 
invent and sequence policy changes relevant 
for each economy's historical and 
institutional context. Be that as it may. factors, 
such as the structure of the existing capital 
stock, the size of the population, and natural 
resource endowments put somewhat flexible 
boundary conditions on policies aimed at 
raising productive efficiency, but a general 
solution is nowhere at hand. 


- ’ - >, I*. 1 r-'V'.'S - 1 ~ V 

[The author i* grateful to Tahir Andrabt, 
Stanley Fischer, Lance Taylor and Thierry 
Verifier for uoeAtl discussions. However, the 
views expressed in the paper ore author's own. 
The paper was written while the author was a 
visiting scholar at the Deportment of Economics, 
Massachusetts Institute of Technology. 
Cambridge. Massachusetts.] 
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Disempowerment of In dian Bureaucracy 

A Class Analysis 


S K Dm 


A bureaucracy becomes autonomous and exercises power when the process of class formation is weak or when 
no class is dominant in a society. Once a class becomes dominant, the autonomy of the bureaucracy ceases to exist 
and it becomes an instrument in the hands of the dominant class. In India, the growth of classes was stunted during 
the Moghul and British rule; in the post-colonial situation, no class was dominant. Since the Indian bourgeoisie is 
now in the process of establishing its dominance. Indian bureaucracy will soon lose its autonomy and power. 


IT it commonly believed that with the 
dissolution of the ‘licence-permit raj', the 
process of disempowerment of the Indian 
buteaucracy has finally begun. From the 
right, such a process it seen as the result of 
a situation in which the bureaucracy has 
been overtly regulatory and intrusive, and 
has steadfastly supplanted market forces and 
individual initiative. The left has viewed 
such a process as having been brought upon 
itself by a bureaucracy that is uncaring, 
unjust and inattentive to the needs of the 
economically disadvantaged. Thqse in the 
middle have attributed this process to the 
working of a bureaucracy that has been 
wasteful of public money, slothful, inef¬ 
ficient, inconsiderate of the general public 
and monumentally corrupt. 

Such analyses, albeit well-founded as the 
woes experienced by the public would testify, 
remain i n adequate, as they are mere critiques 
of the bureaucracy qua bureaucracy. They 
neither fully probtanatise the process in the 
specificity of the Indian situation, nor do 
they locate it in the complexities of the 
relationships among class, bureaucracy and 
state power, this is what this article attempts 
to do. 

Thbomtical Fxamewouk 

In recent years, there has been considerable 
discussion of the stale as an object of 
theoretical and empirical enquiry, both in 
the writings of contemporary Marxists and 
non-Marxists, but an explicit focus on the 
working of the bureaucracy has been 
significantly absent Some interesting work 
on the functioning of bureaucracy has been 
done by Goran Therbom.' Claus Offe , 1 and 
Erik Olio Wright.’but such work has tended 
to concentrate on the bureaucratic structures 
in advanced capitalist societies. Therefore, 
the writings of Max Weber, Marx and Engels 
still provide the crucial points of reference 
for any meaningful discussion of class, 
bureaucracy and sute power . 4 

About bureaucracies, Weber says. 

The decisive reason for die advance of 
b u re au crat ic orgsaisatioe has always beea 
Its purely technical superiority over aay 
other form of organisation. The folly 


developed bureaucratic apparatus compares 
with other organisations exactly as does the 
machine with the non-mcchanical inodes of 
production. Precision, speed, unambiguity, 
knowledge of the files, continuity. discretion, 
unity, strict subordination, reduction of 
friction and of material and personal costs - 
these arc raised to the optimum point in the 
strictly bureaucratic administration and 
especially in its monocrotic form.' 

About the overwhelming power that the 
bureaucracy exercises, Weber writes. 

Under normal conditions, the power position 
of a fully developed bureaucracy is always 
overtowenng. The political master always 
finds himself in the position of a dilettante 
who stands opposite the expert. 4 

Can the bureaucracy ever he dismantled? 
Weber's answer is in the negative. He says. 

Once it is fully established, bureaucracy is 
among those social structures which arc the 
hardest to destroy... And where the 
bureaucratism ion of admini strai ion has been 
completely carried through, a form of power 
relation is established that is practically 
unshattcrable... The ruled, for their pan. 
cannot dispense with or replace the 
bureaucratic apparatus of authority once it 
exists? 

• 

Since bureaucracy cannot be eliminated, the 
problem, according to Weber, was how to 
check bureaucratic power and to provide 
guarantees that would prevent bureaucrats 
from overstepping thar proper place. Writing 
about Germany, Weber advocated a strong 
working peri lament that akme could control 
the bureaucracy.' 

Weberian insights into the nature and 
wotting of bureaucracies, profound and 
•emiral though they were, are not particularly 
urefttl for the purposes of our analysts because 
of the following reasons. First, for Weber 
bureaucratic power is not derived from the 
economic hegemony of the cits* that founds 
the Mate but from the need for rational and 
predictable admi marabou. Thus dam and 
power in foe Weberian paradigm are retaaed 
only in a contingent manner. Such a 
formulation miases the very crucial 
relationship between bureaucracy and daw 
power, in Weber, (here it no a ss ump ti on of 


shared interest between the bureaucracy and 
the dominant doss.* Second, the only scenario 
in which Weber contemplates erosion of 
bureaucratic power - the creationof s strong, 
working parliament - is not realistic as it 
does not take note of the important 
relationship of parliamentary institutions to 
class power. While it may he true that a 
strong, working parliament may circumscribe 
bureaucratic power to some extent, it is 
debatable whether a strong parliament is at 
all possible given the contradktkms of a 
capitalist society. Weber himself was not 
overtly optimistic about the long-term 
durability of parliaments, hut his pessimism 
had more to do with the organisational 
problems l aced by a parliament whendeahag 
with a powerful bureaucracy Weber never 
tried to situate the question of efficacy of 
parliamentary institutions in the context of 
the social contradictions of capitalist 
society. 1 ® 

Marx's observations about ttie bureaucracy 
came out of his critique of Hegel, particutarty 
Hegel's observations in Phdosopkx of 
Right." In that book. Hegel co nten ded that 
the most important imammon in the sue 
was (he bureaucracy which rcprescMod “the 
absolutely universal interests of Ike stale 
proper", the particular interests having been 
mitigated by hierarchy, spccialisariqn. 
expertise, co-ordination and the internal and 
external pressures for competence and 
impartiality. Marx, on the other hand, argued 
that the bureaucracy, far from r epres en tin g 
the universal interest as characte ris ed by 
H e gel , only transformed universal u n arms 
into privme iqiercsu. As Man writes. 

The bureaucracy asserts itself to be the final 
end of foe stale. Because bureaucracy makes 
its formal aims its content, it comes im 
conflict ev er yw he re wifo foe real aims. Hence 
it is obliged to present what is formal for 
foe content and foe cont es t for wtMt is foreaaf. 
The aims of foe state are transformed uao 
aim of bureaus, or foe aims of foe humans 
two aim* of foe state. The bureaucracy is 
a circle from which nobody can eacape. ha 
hierarchy is a hiera r chy of knowiadgfc Tig, 
highest p o int entrusts foe underatandmg of 
foe particulars to lower e cbeto u s . ufoemys 
these, on foa other hand, credit fos barest 
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with mi uaUcrManding in regard id die 
universal dhe general interest): and thus 
they deceive one another. 

Marx argues that so long as private and 
public spheres are conceptualised as distinct 
arid opposed to each other, the bureaucracy 
would claim to represent the general interest 
of the community. As a matter of ftict. such 
distinction and opposition provides the 
legitimation on the basis of which the 
bureaucracy justifies its power. Marx 
contends that such a dualism between the 
spheres ot private and public interest does 
not exist. The claim of the stale and its 
bureaucracy to represent the general interest 
is negated by the existence of classes. Marx 
therefore argues that the independence of 
the stale from the dominant class is illusory ; 
it is the ownership of property (hat determines 
political power. As Marx pul it definitively 
in T/ir Communist Manifesto." "the 
executive of the modem state is hut a 
committee lor managing the common al lairs 
of the whole bourgeoisie". The state and its 
bureaucracy are instruments of the dominant 
class; such an instrumentalist perception of 
the state by Marx was further expanded and 
refined by Lenin. 14 Paul Swcezy. 14 and Ralph 
Miliband. 1 " 

The olher interpretation of Marx's 
accouot of the relation among classes, the 
bourgeoisie and the state, particularly (he 
characterisation of the Bonapartist stale, 
emerges out ol a reading of The luyhirrnth 
Brwnaire oj Louis Hona/tane: 11 this was 
laken up lurthcr by Louts Althusser" and 
Ntco Poulantzas.Poulantzas' formulation 
is based on the Althusserian interpretation 
of Marx that positx a relative separation 
between the economic and political instances 
of the capitalist mode of production. 

Althusser argues that the Marxist social 
whole is constituted by a certain type of 
complexity, the unity ol the structured whole 
containing levels or instances which arc 
distinct relatively autonomous, and which 
co-exiM within this complex structural unity, 
articulated with one another according to 
specific determinations, fixed in the last 
instance by the level or instance of the 
economy. Poulantzas borrows the concept 
of relative autonomy from Althusser and 
enlarges it to conceptualise (he autonomy of 
the state apparatus from the dominant class 
in a capitalist society. Poulantzas argues that 
the capitalist stale functions to maintain the 
cohesion and unity of the social formation, 
but carries out this (unction specifically hy 
containing class struggle by way of 
organising the dominant class and 
disorganising the dominated classes. This is 
dune hy cleverly presenting the state as the 
unity ofthcpcuplc-nation. both by concealing 
the class character of the state apixiratus 
from the dominated classes .m.l hy 
specifically excluding ihcm Innu ■-talc 
institutions. This is possible only because 
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the state apparatus is relatively autonomous 
from the economic instance.*'" Poulantzas 
argues that the capitalist class is not a 
homogeneous class; it consists of several 
fractions whose interests ore not always 
identical. The state can serve the ruling class 
only when il is relatively autonomous from 
the diverse fractions of the capitalist class 
precisely in order to organise the hegemony 
of the whole ol this class. 

Such a conception of the relative autonomy 
of the Mate apparatus has been used m a 
wider perspective to mean that the Mate 
generally, and Ihc bureaucracy in particular, 
emerge as a distinct sphere in Mtciety, may 
lake a variety of forms, and conMitutc a 
source of power which need not be linked 
to the tntcrcMs. or he under the control, of 
(he capitulisi class.- 1 The concept ol relative 
autonomy, however, may not apply to social 
formations where the autonomy of the stale 
docs not necessarily result in Ihc hegemony 
of the dominant class, as has been shown 
by Thomas Bamat in his xitfcly of Peru and 
Brazil." and Anupam Sen in his study of 
India.-' In tact, as Hamza Alavi writes with 
reference to the state in Pakistan and 
Bangladesh. 

Such a proposition (relative autonomy) 
cannot apply to a discussion of poM-cnlnniul 
societies in which the problem arises not 
with reference to ’diverse fractions' of a 
single class, the bourgeoisie, hut rather with 
reference to three dificrcnl propertied classes, 
which do'not constitute ‘a whole - , for they 
ha vc different structural bases and competing 
class interests -' 4 (emphasis added). 

There is. however, a third strand in the 
writings of Marx and Engels which suggests 
(hat the bureaucracy could become 
independent when classes in Ihc Micial 
formation have stunted growth or when no 
class emerges as the dominant class. In such 
scenarios, the hureaucruc v hcc< imcs the ruling 
class.-' 4 As Mars says. 

The independence of the state is only found 
nowadays in those countries where the estates 
have not yet completely developed min 
classes, where cMates, done away with in 
more advanced countries. Mill have a part 
to play, and where there cxiMx a mixture: 
countries, that is to say. in Which no one 
section of the population can achieve 
dominance over the other.- - " 

In fact, this strand of Marx’s position is 
continued hy EAgcis when he continents on 
the situation in Germany; 

Bureaucracy ...very soon becomes an 
unbearable fetter for the bourgeoisie.. And 
ihc more the industry develops. Hie more 
‘conscientious officials' appear - that is. 
officials who cither from pure narrow¬ 
mindedness or from the bureaucratic haired 
of the hourgeoixie, pester the factory owners 
with the most infuriating chicaneries. The 
bourgeoisie, therefore, is compelled to break 
the power of the indolent and pettifogging 
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bureaucracy. Prom th* mumeat the Mate 
administration arid legislature fall under 
the control of the bourgeoisie, the 
independence of the bureaucracy ceases to 
exist, indeed from this moment, the 
tormentorx or the hourgeoixie turn into 
their humble slaves.” 

The discussion so far suggests a theoretical 
framework for our analysis, follows. The 
bureaucracy is independent and exercises 
power when classes in the social formation 
have stun led growth or when noclass emerges 
as the dominant class in a social formation. 

In such situations, the bureaucracy becomes 
the ruling class. However, once a class 
becomes dominant over other classes in a 
Micial formation. Ihc independence of the 
bureaucracy ceases to exiM and it becomes 
an instrument in the hands of the dominant 
class. 

Indian Situation 

In India, the processor class formation has 
been very different from that in Europe. In 
the European case, capitalism grew out of 
feudalism; the development of merchant 
capitalism and induMijal capitalism was made 
possible by the operation of internal 
economic forces.” For instance, under 
feudalism excessive exploitation of peasants 
and serfs by feudal lords in quest of larger 
rents to meet their increasing demand for 
luxuries, the association of merchant capital 
with land purchase deals, and the resultant 
commercialisation of agriculture, gave rise 
to a situation in which labour was rendered 
surplus and a large segment of the peasantry 
was eventually transformed into landless 
wage-labourers.-"' As Marx' says. 

The prelude to the revolution that laid the 
foundation of'the capitalist mode of 
production was played out in the laM third 
of the lilleenth century and the first few 
decades at the sixteenth A inass of Tree" 
and unattached proletarians was hurled into 
the labour-market... the great feudal lords, 
in their defiant opposition to the king and 
the Parliament, created an incomparably 
larger proletariat hy forcibly driving the 
peasantry from the land, to which the latter 
had the same feudal title as the lords ’ 
themselves, and hy the usurpation of the 
common lands.*’ 

The important point to be noted here is 
that the relation of production - the feudal 
lords owned the lands and the serfs as well - 
was central to the process of separation of 
the producers from the land and to the 
creation of the necessary antagonism 
between the feudal lords and the peasantry. 

More important, the absolutism in politics 
that dominated the European scene In the 
17th century was. in fact, a crucial 
determi nunt in the process of mcrvhant capital 
establishing its control over the state 
apparatus. Absolutism in pofiiumuox made 
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ptwsihlc in. Swope primarily because the 
bourgeoisie aligned kscif with the king. 
Such absolutism wa» instrumental in 
circumscribing the power and influence of 
the feudal ford*: in addition, the absolutism 
of the state was used very elTeetively to 
eliminate uil possible fetters on the growth 
and development of capitalism. Eventually 
the successful bourgeois revolution against 
the state brought about the end of absolutism 
in politics and enabled the capitalist class 
to found its own state." 

In India, class formation was stunted 
from the very beginning; in fact, the process 
of class formation, as it developed, was 
unlike the progression of stages as in 
Europe. In India, the dissolution of the 
primitive society or clan organisation did 
not give rise to a slave system or feudalism. 
Instead, there was what Mars described as 
the Asiatic mode of production with the 
Oriental despotic state as its principal 
characteristic. In this mode, the zamindars 
or the jagirdars could not emerge as an 
independent class, as the feudal lords did 
in Europe, because of the fact that the 
zamindars and jagirdars were not the owners 
of the land on which they collected revenue. 
This wus also the reason why capitalism 
was unable toevol vc smoothly and naturally 
out of the Asiatic mode; the precondition 
for the emergence of capitalism, namely, 
wage labour, was significantly absent. Since 
the zamindars and jagirdars did not own 
the land, they were not in a position to 
separate the workers from the land as in 
Europe.'- 

Howcver, the Asiatic mode or production 
was not as irretrievably stagnant and 
immobile as Marx would have us believe. 
In the 17th and 18th centuries when trade 
was opened up with the West, a merchant 
class that was prosperous and hud the capacity 
to achieve dominance in the social formation, 
came into existence. But with the industrial 
revolution in England. India wus made into 
an importer of manufactured commodities 
instead of being an exporter: that was the 
end oi the rising merchant capitalist class." 
Ultimately, an indigenous capitalist class 
did emerge in colonial India, hut in the 
scheme of things, it could only he a 
comprador class, thoroughly subservient to 
the metropolitan bourgeoisie that controlled 
the stole apparatus." Such a comprador 
bourgeoisie that was a mere agent ot the 
metropolitan bourgeoisie could never 
become the dominant class. 

At the time of independence, post* 
colonial Indian society had throe classes, 
but mine ot them were dominant. The 
Indian capitalist class, congenitally weak 
because of its comprador status, was tn no 
position to achieve dominance. The 
metropolitan bourgeoisie was no longer 
dominant, because in the post-colonial era 
it did not control the state apparatus any 


more. There wits, of course, the landed 
das*, hut it did not enjoy dominance. 
Thu*, in the history of the Indian social 
formation, either the process of class 
formation wus stunted, or when dosses did 
eventually emerge, mine of them was in 
a position to achieve dominance over the 
other classes. 

In such a situation, the Indian bureaucracy 
wus autonomous and exercised power both 
during the Mogluil and the British ntlc. 
because the growth <0 classes was stunted. 1 ' 
At the lime ot independence and after, the 
bureaucracy was autonomous because no 
single class was able to establish its 
dominance over other dosses. What Hamza 
Aluvi said of post-colonial societies in 
Pakistan and Bangladesh, applied equally to 
the Indian situation: 

The essential problem about the state in 
poM-cukinial societies stems Irom the fact 
that it is not established by an ascendant 
native bourgeoisie but instead by a foreign 
imperialist bourgeoisie. At independence, 
however, the direct command of the latter 
over the colonial state is ended. But. hy the 
same token, its influence over it is hy no 
means brought to an end. The metropolitan 
bourgeoisie, touted hy miter nco-colontaliM 
bourgeoisies, is present in the post-colonial 
society ...thcsiuiciniheposi-colnnialsocieiy 
is ms the instrument ot a single class. It is 
relatively autonomous and it mediates 
between the competing interests ol the three 
proper!tedclasses. namely, the metropolitan 
bourgeoisie, the indigenous bourgeoisie and 
the landed classes, while at the same lime 
acting on bchall of them all to preserve the 
social urdet in which their interests arc 
embedded, namely, the institution of private 
property and the capitalist mode as the 
dominant mode of production.'* 

In the post-colonial situation, the Indian 
hurcaucracy also assumed an autonomous 
economic role euphemistically, to promote 
egalitarianism, to influence income 
distribution and hi alleviate poverty. In 
fact, the bureaucracy appropriated a 
substantial part of the economic surplus 
and deployed i< in bureaucratically directed 
economic activities ostensibly lo promote 
economic development: in the process, it 
arrogated to itself the commanding heights 
of the economy to the exclusion of the 
Indian bourgeoisie. The output, of course, 
was woef ully inadequate: there was a steady 
worsening of overall economic conditions 
tor the poor juxtaposed with uncontrolled 
consumptionism for the rich and the 
burgeoning middle claxs. The inevitable 
happened - there was a serious depict ton 
of foreign exchange resources and the state 
was driven, out of sheer necessity for 
consumption even on a quotidian basis, to 
nek financial assistance from international 
funding agencies. 

The international funding agencies have. 
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of course, agreed to dole nut largesse, but 
have made it contingent on the 
implementation of a programme for 
dismantling the bureaucratic stranglehold, 
the programme to he supervised by their 
resident representatives in India More 
i mport antly. the agencies have insisted upon 
anointing the Indian bourgeoisie as the 
favoured agency lor the country's 
development, and tn the process have 
mounted an ideological offensive against 
any lorm of bureaucratically induced 
sialism that tn their minds, constitutes 
imperfections in hegemontsing the 
bourgeoisie. This effectively creates the 
necessary conditions for the Indian 
bourgeoisie to establish its dominance in 
the social formation Considering the 
emerging dose linkages between these 
agencies and India, ami given the 
performance of these agencies in managing 
economic development and guiding class 
formation in much ol the third world. 11 
coupled with their institutional capability 
to do so. n is only a matter ol time before 
the Indian bourgeoisie actually establishes 
its dominance in the social formation.'* 

There are two factors ot contemporary 
signiflcanccthat valorise thcongning process 
of the Indian bourgeoisie establishing its 
dominance. First, there has been an 
overwhelming global consensus dial for 
the economy to reach a higher growth path, 
the bourgeoisie should he hegemuoised: 
any deviation by way of sialism or 
bureaucratic intrusion would merely detract 
from this objective.*’ Second, third world 
countries arc vying with one another in 
welcoming MNC operations to their soil: 
(he MNCs on their part, are attracted by 
the immense potential of the over¬ 
expanding market outlets in these countries. 
The MNCs, however, have shown it marked 
preference for operating through the 
domestic bourgeoisie so that they could 
pursue their sole interest ot profit-making 
without being distracted hy political risks 
attendant on direct investment To enable 
the domestic bourgeoisie to provide 
meaningful support in these print ventures, 
the MNCs now have a vested interest in 
ensuring that this class is made dominant 
in the social formation. 

Is this ascendant bourgeoisie a comprador 
one? If it is. its subordinate status would 
necessarily detract from its colonising Ike 
bureaucracy. It has now become fashion¬ 
able to attribute the ascendancy of the 
Indian bourgeoisie to a patron-cl rent 
relationship: the international funding 
agencies are viewed as omnipotent 
patrons that can metamurphise dome s tic 
bourgeoisies at will, while the Indian 
bourgeoisie is seen as a weak, dep en dent 
and subordinate client. It would he shear 
naivete, however, to sec the IMF and the 
World Bank as demiurges, orga n i si ng 
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xingiehaiKietylw process of hegemon isalioo 
of watk domestic bourgeoisies in enaiu 
capitalist countries of the third world; they 
should rather be seen as 'organic intellectuals’ 
in their mic in promoting and installing 
abroadcr project for hegetnonising the 
bourgeoisie on aglobai scale.* A* Antonio 
Gramsci put it, “Every social group creates 
together with itself, organically, one or 
more strata of intellectuals which give it 
homogeneity and an awareness of its own 
. functions not only in the economic but also 
in the social and political fields. The 
capitalist entrepreneur creates alongside 
himself the industrial technician, the 
specialist in political economy, the 
organisers of a new culture, of a new legal 
system, etc." 41 The organic intellectuals 
provide the political, intellectual and moral 
leadership through which hegemony is 
established. With the IMF and the World 
Bank as organic intellectuals, the hegemony 
that is sought to be established is that of 
the bourgeoisie as a class: the project is 
to expand it economically, politically and 
ideologically to cover the entile giobe. 4 - 
The increasing number of joint ventures 
between the MNCs and the domestic 
bourgeoisie, with the MNCs taking the 
initiative, has given rise to an influential 
critique that also invokes the comprador 
argument; this critique tends to sec the 
domestic bourgeoisie as weak and dependent 
vis-a-vis the MNCs. Such a characterisation 
of the ascendant Indian bourgeoisie as 
comprador to the transnational bourgeoisie 
is a mere mindless chanting of the 
dependencia mantra. 4 ' The. new relational 
pattern that joins the Indian bourgeoisie to 
the transnational'bourgeoisie can be more 
appropriately described as a mutuality; it is 
neither antagonistic nor comprador. The 
MNCs value their new-found relationship 
with d^lhdian bourgeoisie, because such 
miationshipgives them access to thelndian 
„ -'-frtarkei for their merchandise and 
technologies without subjecting them to the 
political risks inherent in direct investment, 
and without their having to navigate the 
intractable realities of an unfriendly 
environment The Indian bourgeoisie, on iu 
part, gets access to technology and entry into 
the hallowed portals of international business. 
Thus, the relationship is beneficial to both, 
the dependence is mutual and equal; the 
mutuality is between partners, neither 
unequal nor hierarchical. 

The Indian bourgeoisie it now in the 
process of emerging as the dominant class 
in the social formation. It will eventually 
found its own state and colonise the 
bureaucracy; the Indian bureaucracy will 
.ultimately become an instrument of the 
Indian bourgeoisie. Such a process is 
gradual and incremental; even Lenin, 
perhaps the greatest protagonist of the 
instrumentalist view, who believed that a 


socialist, revolution would instantly 
demolish bureaucratic structures, 44 found 
to his disgust that bureaucracy can be 
subordinated only over a period of time. 
Addressing the Eighth Party Congress in 
1919, Lenin said. “We have been hearing 
complaints about bureaucracy for a long 
time, the complaints are undoubtedly well- 
founded... Here wc are suffering from the 
fact that Russia was not sufficiently 
developed as a capitalist country. Germany, 
apparently, will sufferlcss from this because 
ter bureaucratic apparatus passed through 
an extensive school, which sucks people 
dry but compels them to work and not just 
wear out armchairs as happens in our 
offices.” 4 * Now that the Indian bourgeoisie 
is in the process of being dominant, the 
autonomy and power of the Indian 
bureaucracy will gradually wither awuy; 
the dissolution of the licence-permit raj 
was. perhaps, the beginning of the end. 
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DISCUSSION 


TFPG in Manufacturing Industry 


D U Saatry 


THIS i* a brief note with reference to 
the paper by P Batakriahna and K 
Pushpangadan (EPW. July30,1994) and the 
reaction to it by liber Judge Ahluwalia 
(EPW, October 22. 1994). 

The point railed by Isher Ahluwalia is 
.whetherdoubledeflationisbetterthan single 
deflation and whether reliable price indices 
for raw materials are available to deflate raw 
materials. On the first point Isher Ahluwalia 
agrees that double deflation procedure is 
better than single deflation. On the second 
point, the says she did not do double deflation 
as she did not find reliable date. 

Ahluwalia observes that raw material 
prices have been rising faster than output 
prices in Indian industry during the 1970s 
and 1980s. In such a situation, will not single 
deflation method result in understating value 
added? This has obvious consequences for 
productivity growth. And therefore it is both 
necessary mid desirable to go in for double 
deflation procedure in obtaining a real 
measure of output. 

The second point is about non-availability 
of reliable date on price indices for raw 
tMSeriala The wholesale price index numbers 
put out reguiarlyby the office of the economic 
adviser, ministry of industry, government of 
lifcba, report date on raw material prices as 
well as fuel prices both for the aggregate as 
well as for individual items within the group. 
Prom these it is possible to construct a 
weighted index for each individual indus¬ 
try. For instance, the price index for 
electricity, limestone and coal could be 
combined with relative weights and this 
index could be used for deflating raw 
materials consumed in cement industry. 
Similarly, for other industries, raw material 
price index can be constructed with more 
recent base 1981-82-100. 

It is also possible to construct price index 
of raw materials for each industry from the 
Annual Survey of Industry volumes. ASI 
volumes present detailed data under the head 
Bask Raw Materials Consumed, on raw 
material inputs both in quantity and value 
terms. The only item for which only value 
figures are reported,is the item ‘Others' 
which Is a aogHflMe fraction of the total raw 
materials cons u me d . The construction of 
such an index for each industry is 
endoubsediy an enormous task both in terms 

of tine and effort. 

Isher Ahluwalia points out that raw 
materialprica dell mor with 1973*74 weights 
derived from 1973-74 input-output table by 
Balakrithna and Pushpangadan is not quite 


appropriate as it does not capture structural 
changes in the 1970s and 1980s. The point 
is valid. But Laspcreya Index with fixed 
weights, no matter what base you consider, 
cannot accommodate structural changes. 
This is the limitation of the Laspereys Index. 
Structural change is a continuing pheno¬ 
mena because prices ore changing, new 
commodities are emerging and technology 
is changing. This is especially so in the 
Indian context due to planning and more 
recently due tochanging policy environment. 
Once this is recognised, the alternative open' 
is to construct a chain index which 
incorporates such structural change. The 
effort involved in the construction of such 
a chain index is even more demanding m 
terms of date and time. 

For these reasons most scholars resort to 
single deflation procedure, i myself have 
done this in my studies. More often than not. 
the point does not strike one until someone 
points it out. The argument that reliable date 
does not exist is simply not true. It is also 
important to remember that all deflation 
procedures, whether single or double, are at 


best approximations, no matter how much 
meticulous care you take. 

Two other points require special mention. - 
There are a number of reasons to believe that 
ASI output date are somewhat understated. 
First, output is ex-factory net of taxes and 
duties. The scope for tax evasion exists due 
to seepage in output How much of it escapes 
the tax net is anybody’s guess. Second, 
while output is ex-factory, raw materials 
consumed are inclusive of taxes and duties. 
This would imply under-valuation of value 
added. Third, wholesale price index numbers 
used for deflation of outpot/value added 
include taxes and duties, while output is ex* 
factory. Tina also affects value added. 

The second point relates to ASI coverage. 
ASI covers only the organi sed manufacturing 
sector. The small sector which produces 
about one-third of industry output« outside 
the scope of ASI. Inferences drawn using 
ASI date should at least quahfy explicitiy 
their limitation. Unfortunately,recent stadias 
on productivity have generally overlooked 
this factor. 

It is easy to brush aside comments. A 
smart reply it not always a comet reply. 
Scientific progress comes through in s rn s r 
debate, dissent and an open mind to 
understanding prints. There is much so haw 
from one mother. 


Calculating the Fiscal Deficit 


ISGnbtf 


BOTH M Subbarao (EPW. August 27.1994) 
and R J Mody (EPW. September 17.1994) 
have offered very insightful comments on 
my note (EPW, May 21, l994)on calculating 
the fiscal deficit. Subbarao takes the view 
that given the way the government has chosen 
to define the fiscal deficit, namely, as: 
(Total expenditure (revenue and capital)] 
minus {Total revenue receipts + non-debt 
creating capital receipts], Chore is little room 
for ambiguity as ’The formula provides 
automatically for netting out r ec o veri es of 
put loans from fresh toasts advanced during 
the year, just as it provides for netting out 
disinvestment proceeds from fresh 
investment in public enterprises". Not only 
is there no ambiguity about the t rea tment of 
public sector disinvestment proceeds. 
s c cu fd i ng to Subbarao, bat them is 
"nothing particularly wrong in taking credit 
for these pro ce eds in dstenwnh^ the facet 
deficit as long as the fiscal deficit itself is 
used with the caution tint it warrants”. 

clarify, wss not with repaid lo the departure 


made by government from standard usage 
in defining the fiscal deficit Air its pmpoaaa. 
but with the questions and doubts the 
definition thus adopted raised. parti'mlssty 
with respect to the treatment of ti n p roceeds 
from public sccaor d ma v ta tenao L h wtilba 
useful to recall in this context that no 
objection was raised to the go ve r nme n t 
definition on grounds of a m b igu i ty . What 
my note was really trying to exa min e was 
the extern to winch the dou b t s raised by 
critics with respnrt so nesting the fiscal datidt 
for public tacsor disinvestment pro ce ed s 
were valid and« 


...faun tin poial of constancy, if* 
of loans are showed so he set off i 



Having sai d rt mt. ray nose want onto rates 
a question about the impUcatiosm, ter 
pur pos e s of pehey ana lys t s , of i 
fiscal deficit ter ornate types of < 
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fntm these non-debt creating receipts, it wot 
urgctiotl to my note, 

would legitimately be considered in the 
nature of government receipt that should 
be taken 10 raise and not reduce the fiscal 
deficit because such receipt itself lakes on 
Ibe nature of borrowing in the sense (hai 
the amount thus received, like other 
amounts the government borrows, goes 
towards the financing of current govern¬ 
ment expenditure. 

The point being made here is not so 
much about whether the so-called fiscal 
deficit is higher as a consequence hut about 
the nature of government receipts that 
finance its expenditure. Basically. I believe, 
from the point of view of macro-economic 
management, it is how government 
expenditure is financed that is important. 
When Subbarao refers to the ‘critical 
importance’ of the method of financing the 
fiscal deficit because "it influences the macro- 
economy in ways more diverse than can be 
captured by its aggregate value or (he terms 
of its financing” or when Mody refers to the 
objectives of stabilisation, I think our 
concerns ate very much the same. 


I am attracted U> Mody suggestion that 
tile fiscal delicti he defined in terms of (he 
net increase in the government’s financial 
liability rather than in the way the 
government has chosen to define it - not 
so much because it accommodates my 
"argument for treating both the terms (i e, 
recoveries of loans and public sector 
disinvestment) in the same manner” as 
because, as Mqdy ably demonstrates, it is 
aeoncept relevant "ifcconomic stabilisation 
is the goal of fiscal policy”. In the current 
Indian context, however. I too, like Mody, 
feel that "the good old concept'’ of deficit 
finance in the sense of budget deficit is 
“more relevant” and “quite sound as 
compared to the newly imported concept” 
of fiscal deficit. 

Also. I fully agree with Mody when he 
observes that we need not take a particular 
definition of deficit as sacrosanct. A concept 
has to he useful for the purpose it is meuni 
to subserve. Mody nnd I arc evidently 
agreed on the usefulness of the budget 
deficit as a concept in the formulation and 
implementation of macro-economic 
stabilisation policy. 


Caste and Politics in Andhra Pradesh 

K Narendra Mohan 


K SRINIVASULU’s article BSP and Caste 
Politics’ {KPW. October I. 1994) occupies 
an uneasy middle ground between Marxism 
and the politics of identity and will in all 
likelihood be sniped at from both sides. 
While it would scon (he wisdom of hindsight 
to comment upon the performance of the 
Bahujan Samaj Puny in the assembly election 
in Novcmber-Dcccmber 1994. one cannot 
leave unexamined the questions raised in the 
article both about our understanding of the 
mode of production and the possible 
identification of certain castes with a 
particular mode of production - in the present 
case, the supposed confrontation of the 
’feudal' reddys of Telengana by the 
’capitalist’ kammas of coastal Andhra. 

Karamchedu isnotatobacco-growing (and 
at the same time a green revolution) village, 
but a canal-irrigated and predominantly 
paddy-growing coastal Andhra village. 
Tobacco cultivation in coaxial Andhra is 
nearly a century old and far predates the 
green (evolution. 

Coming to more debatable questions, 
one cannot leave unchallenged ibe 
theoretical assumption behind the obser¬ 
vation "if one were to imagine them (caste 
rmts| to be symptomatic of pre-capitalist 
social relations (for. in the received 
paradigm of understanding, caste riots arc 
taken to be characteristic of a backward 


feudal social milieu like Bihar), it must he 
pointed out (hat these riots, pre-planned 
and meticulously executed had occurred in 
the advanced green revolution areas of 
coastal Andhra". Or what is slated in as 
many words in a later paragraph: "The rich 
pcasantand 'capitalist landlord' class-caste 
that emerged in the fertile coastal Andhra 
region over a period oHonc and crystallised 
into a nouveau nrhc stratum with multiple 
economic interests in cinema production 
and distribution, agro-industry and the 
tertiary sector (in social terms 
predominantly belonging to the kamma 
caste) but denied access to (he corridors 
of power during the three decades of 
Congress rule found in NTR a general who 
could rally the masses in the electoral 
battlefield and furtberthe political interests 
of this class.” 

Implicit hen; is the conception of agrarian 
capitalism m terms of the iracioHbhcwdl- 
HYV-canal irrigation paradigm that tuts 
informed much of I he mode of production 
debate and which is put forth with unfailing 
regularity by the peasant organisations of 
the CPI and CPI(M). To sec green revolution 
areas, with their relatively more developed 
productive forces, infrastructure and out pul 
for a market of sorts, as representing 
capitalism in agriculture, is a perversion of 
the CPU ML) position on serm-feudalism. 




•'s '-' ~ 'f 

One iAnuM instead, sue thepbatmmemavio 
terms of social transition. A shuafion where 
specific- forms of feudalism have been 
destroyed without agrarian surplus acquiring 
a dynamic of sdf-rcpnxkictidn and thereby 
overthrowing or subsuming all pre-capitalist 
relations that bind the tiller to the soil. What 
we see in the green revolution areas can 
hardly he described as large-scale profit- 
maximising farmers at one end and formally 
free agricultural proletariat at the other end 
of the scale, so to speak. 

What characterises Indian agriculture 
instead ix a welter of production relations 
with the common thread of various degrees 
otunfree labour by marginalised and landless 
peasantry. For. even in the green revolution 
areas of Andhra Pradesh, formal cash 
payment is not wages in return for definite 
labour time but payment in return tor 
unspecified services and labour time. This 
is often compounded by usury and bondage 
of varying intensity depending upon the 
peculiarities of local custom and alternative 
sources oflivclihood to the producer. To see 
a class of ’capitalist landlords’ in this is to 
fall victim lo the vulgarised and mechanistic 
understanding of academics who see in 
Indian agriculture 'patches ol capitalism' 
surrounding a vast hinterland ol feudalism. 

Exlrapoluiing from this and describing 
NTR’s campaign as anti-feudal rhetoric 
amounts to imposing a priori concepts on 
reality. In fact. NTR’s rhetoric is thoroughly 
feudal. Witness his emutivc appeal to the 
pride of his ‘Tdugu kin’ with himself as 
(heir benign patriarch, the invoking of (he 
battles of Palanadu in Guntur or Bobbili 
in Viziunagaram districts or his much- 
publicised subsidised rice scheme as 
a personal largesse to his ‘Tclugu 1 
constituency. 

As for the abolition of the village officer 
system, one can justifiably usk whether 
purely administrative reforms would in 
themselves constitute abolition of a certain 
mode of production. Surely, the author 
with his sense of history, is aware ol (he 
administrative reforms undertaken by the 
Nizam's state under the administration of 
Salar Jung or Arvumuda Ayyangar. or of 
the reality of the Telengana armed struggle 
being the strongest in the Warangal and 
Nalagonda subhas which were ryotwari 


areas. 

What NTR has performed is a purely 
administrative reform striking at the base of 
the Congress Party’s structure of support 
and patronage systematically built up over 
the decades and broadening the base of 
the slate by incorporating new sections 
landcrVpropcftied classes. 

That the emergence of there new sections 
and their articulate representatives in civil 
society ha* led mu sucial ferment in Andhra 
society is a heartening fact, but ultimately 
class is as class does. 
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Liberalisation and Asset Distribution 

Given the presence of a large number of asietless poor in a country as an 
initial condition, a competitive equilibrium will have a sizeable volume of 
involuntary unemployment consisting mostly of these very poor people. In 
other words, liberalisation, which essentially means introduction of 
market competition, cannot resolve the unemployment problem so long as 
sharp inequality in asset distribution persists. Having started with radical 
land reforms, east Asia's situation in this regard was radically different 
from that of south Asia and Latin America today. 157 

Paying for Privatisation 

Too often high-level health and development planners get so absorbed in 
macro issues of health economics that they lose sight of the micro issues. 
Little research has been done to examine the extent to which the money 
poor families spend on health care affects their nutritional status and 
thereby their health and survival, particularly of women and children. 

Yet these questions are crucial in the context of the west’s current assault 

on health care in the third world in the name of privatisation and 

cost recovery. 147 
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Sharing Power 

Of India's ‘two societies', one is 
poised u> receive marginal benefits 
from the broadening of the 
institutional base of power that is 
being promoted under the two 
amendments to the Constitution on 
the subject of decentralisation 
and elected self-governing local 
authorities, while the other is left 
to fend for itself under regional, 
national and international conditions 
more hostile than ever before 
experienced in the county's 
post-colonial history. _152 

Tbuisport and Environment 

Urban transportation in India is 
dominated by road transport Study of 
passenger transport by vehicle type 
and energy intensity in a large city 
throws interesting light on the relation 
between transportation and energy 
consumption and the environmental 
impact. _ 141 

Mocking ‘Populism’ 

TheTWugu Desam Party's cheap rice 
scheme has undoubtedly attracted the 
people. The question of fiscal 
profligacy cannot be divorced from 
the larger question of how Mid on 
wtut basis the nation's resources are 
being stared out Under n either the 
bureaucrat-politician nexus nor the 
laws df the capitalist jangle do the 
weak have any place and an they ate 
bound to acak pr ote cti ve measures 
from the novenxnsot on train of 

•■Trail sra* tt* 

votity it out. Coaampttaus attitudes 
towards 'populism' hove to be 
Judged in this fight. 134 


Irrigation Potential 

A large amount of data is now 
available for completed irrigation 
projects on annual and seasonal 
rainfall in the catchment, run-off and 
discharge, and the volume of water in 
the reservoir every year, classified by 
different types of catch men t . 
Redefining the irrigation potential of 
projects on the basis of these data 
instead of sucking to oid. almost 
ancient, formulae should engage the 
attention of irrigation engineers. 174 

Fanners and Potties 

One of the mast surprising outcomes 
of the Karnataka assembly elections 
was the dismal performance of the 
Karnataka Rajya Raitha Sangha, the 
powerful organisation of farmers. The 
reason for this lies ia the Sangha's very 
approach to electoral politics. 144 

Dalit Literature 

While there was no Inenry genre 
distinctively known as ‘data literature' 
in Ifcfcigu in the pre- i nde p endenc e 
period, the agony and anger of the 
daht masse* were reflected ia the 
wntiagt of daiit uarHrtnuli. 171 


The treat sow teems u view the 
south sen Hums w hi ch sends lo be 
inititarily aad poUtictUy coMtored*. 
How caa <ta omairic* of ita bmAi 
cMtanoc itair cxverNl in dfet 


1 u ... .. ,Li— 


Ratted 

Despite Ms utetsnsl aad wsemtekmal 


7-^7. ■ > T. .. ^ 


•way ia Madiaa ia Ua Nswata* 
reutaad a vary local IQawrtry. M2 




















































Will It Last? 

HECSO’tinckx of mdustrial production (base; 1980-81=100) 
1 has risen impressively lince the beginning of the current 
fiscal year. In the April-June quarter, die index rose by 7.3 per 
cent over the corresponding quarter of 1993-94 and in the July- 
September quarter by 8.8 per cent, thus yielding an industrial 
growth rate of 8.1 per cent in the first half of 1994-95 against 
3.4 per cent in the first half of 1993-94 and 4.2 per cent in the 
second half. The index for the manufacturing sector rose by 8.8 
ser cent in April-September 1994 against 2.4 per cent in the 
comparable period of 1993-94. The use-based classification of 
industries shows an interesting pattern of growth. While the 
basic goods and intermediate goods groups have experienced 
a deceleration from 7.1 per cent and 10.8 per cent in the first 
half of 1993-94 to 4.3 per cent and 4.6 per cent, respectively, 
in the first half of 1994-95, the growth of the capital goods 
sector has picked up from -10 per cent to 23 per cent There 
has been some improvement in the growth of the consumer 
pods group from 2.6 per cent to 6.4 per cent Within the 
consumer goods group, while the growth of the consumer 
durables sub-group has continued to be high at 10.4 per cent 
it has decelerated somewhat from the 12.9 per cent achieved 
in the fust half of 1993-94. Interestingly, the consumer non¬ 
durables group seems to be coming out of its long spell of low 
growth and has grown by 5.5 per cent compared to 0.4 per cent 
in the same period last year. 

While spokespersons of industry and government have been 
exuding confidence that industrial growth will soon touch 10 
to 12 per cent per annum, the nature of the growth so far does 
not suggest that such optimism is well-founded. In a number 
of industries, the recent growth has been in the nature of what 
may be termed ‘replacement’ growth after three consecutive 
years of decline in output. In fact, the output index for these 
industries is still well below that in 1990-91, four years ago. 
^ instance, in the case of the capital goods industries group, 
theaverage index in 1990-91 was291.7 whereas that in the first 
half of 1994-95 was only 277.6, Further, the overall growth 
rate has been raised above 8 per cent as a result of the very diarp 
rise in a few industries. The 32.1 per cent growth in the group 
'electrical machinery, apparatus and ippliances’ and 16.8 per 
cent growth in ‘transport equipment and parts' have been 
largely responsible far the rise in the aggregate index la April- 
September 1994. Within these groups, there have been striking 
increases of nearly 60 per cent in c o m m er ci al vehicles, 17 per 
cent in pasaenger cere, 25 per cent in two- wheelers and 54 per 
cent In three-wheelers. Increases ranging from 20 to 50 per 
rent have occurred in r e fri g erators, cement machinery, lifts, 
sower distribution transformers and textile and chemical 
nadunery. However, in all of them, the level of output tins 
rear is atffl below that four years bade. Except chemicals and 
*emicaJ products and synthetic fibres, no other mqjorindurery 


can be said to have grown in a sustained manner over the past 
three or four yean. 

The jump tn output in particular industries is attributable to 
special circumstances. In the case of commercial vehicles, for 
instance, improved agricultural output in 1994-95. siaeabte 
defence purchases, the railways’ continued poor performance 
and induced demand from easy availability of bank credit have 
contributed to the sharp rise in output. Larger expansion of 
non-food credit (Rs 25,583 crore over the past 12 months 
against Rs 9,628 crore in the preceding 12 months) also 
contributed to the rise in demand for passenger can and other 
consumer durables. For the capital goods sector, a sizeable 
contribution has come from the expansion in the output of 
commercial vehicles, though amongst the machinery items 
some like textile machinery, cement machinery, machine 
tods, construction equipment and some items of power 
equipment (power semi-conductors, turbines and electric 
generatore)havealsoshown sizeable increases. With substantial 
backward and forward linkages with agricultural output, many 
items of intermediate and consumer goods have got aa 
immediate impetus. In some agriculture-baaed industries, 
increase in exports loo may have contributed to higher output 

The country has experienced seven good agricultural years, 
but investment in agriculture has been sluggish.The system of 
rural credit, which provided some impetus to agricufcnral 
growth in the 1970a and 1980s. is in disarray. The buoyancy 
in die overall availability of commercial bank credit, which 
originated in the sizeable capital inflow from abroad, may nat 
also continue. Some strain in liquidity in the banking syMem 
is already in evidence and the consumer durables group has 
apparently begun to feel the pinch. The monetarist a pp ro a ch 
of the authorities is likely to induce them to restrain credit 
expansion by operating on interest rates. In any case, the 
persistent high rate of inflation will also erode pntchamg 
power with tire middle classes, thus affecting the desnand for 
industrial goods and undermining domesti c saving. 

‘ Industrial growth, if it is to be sustained, has to be s u pporte d 
above all by growth of investment in the economy. In this 
respect the available indicators are hardly encouraging. At 
the aggregate level, gross domestic investment has at beat 
stagnated in the past few yean. It touched a peak of 27 per 
cent of ODP recurrent prices in 1989-90and thereafter Ml to 
25 per cent in 1991-92 and a little over 24 percent in 1992-93 
and 1993-94. Taking into account the likely picture of 
domestic saving and inflow of foreign capital, it is untikdy 
that domestic inv est ment will exceed 25 to 253 per cent of 
GDP in the camera year. Among the different com pon en ts of 
investment, reports suggest that while is vestment in 
reaideatial construction has picked up, that in factory 
construction and machinery and equipment has not 
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Studies at the mien level confirm the 
above prognoses. Projections of corporate 
investment by the Reserve Bank of India an 
the basis of costs of projects sanctioned 
by the term-financing institutions suggest 
that the rate of growth of total capital 
expenditure in real terms has declined 
from 18.5 per cent in 1992-93 to 14.5 per 
cent in 1993-94 and further to 10 per cent in 
1994-95. Similarly, aCM IE survey of 3,000 
industrial investment projects on hand 
involving a total investment of Rs 7,76,444 
crore shows a sharp rise in fresh invest¬ 
ment intentions (45.7 per cent) but very 
slow growth in projects actually being 
implemented (4.4 per cent). The RBI study 
shows concentration of new project pro¬ 
posals in chemicals and petrochemicals 
(32.7 per cent) and metals and metal 
products (18.4 per cent). CM IE data show 
that power plants accounted for about 75 
per cent of the increase in investment 
proposals between the end of 1993 and 
1994. The CM IE survey has also brought 
out that a large number of projects have 
been stalled for one reason or the other, if 
they have not been abandoned outright. A 
frequent reason cited is the new com¬ 
petition that industry is facing from 
imports. This is particularly true of 
chemicals and petrochemicals, where 
reduction of customs duties has rendered 
projects unviable. A few steel projects have 
similarly been put on the shelf after the 
recent reduction in import duty on sponge 
iron and finished steel. Investment in toe 
power sector has suffered for three major 
reaaons: virtual stoppage of new investment 
by central government enterprises such as 
NTPC and NHPC, transfer of several 
projects earlier proposed by SEBs to toe 
private sector with consequent delays and 
coat overruns and entanglement of toe new 
power policy in controversies over high 
capital costs and non-transparent agreements 
for power purchase by SEBs based on 
assured returns and guarantees and counter-’ 
guarantees offered by the government to 
foreign investors. 

Finally, under the present policy 
framework it is unlikely that export of 
manufactures wi II provide much momentum 
to industrial growth. Among the lessons to 
be learnt from the experience of 
industrialisation of toe south-east Asian 
countries are tom the state has to play an 
active role in industrial r estru ct uring with 
clear priorities mid that export growth will 
not be sustained tmleaa it is knowledge- and 
capital-intensive, which is torn requires a 
dynamic technology tranafar and absorption 
policy and alao a policy, for import 
substitution. The government's stance in 
these respects leaves much to be dtsired 
and toe effects on industrial growth will be 
apparent even in toe mediant term of toe 
next five yean or so. 


GUJARAT 

Factions to the Fore 

WITH no third force ia tight, the Congress 
and the BJP will be toe main claimants for. 


rout in to* assembly btitmiOMla Andhra mb 
Karnataka had made toe patty particular 
optiraisticre ganfin gtoe ci vfc polla tnQqjan 
in December. Out of toe 54 muntq^MNtk 
and oagar panchayata for which electlot 


power in toe coming assembly elections in 
Gujarat. But given the turn of events in the 
last year there is much to make both toe 
parties circumspect about the eventual poll 
outcome. 

The last aasembly which came into being in 
1990 went through notable shifts in power 
alignments. The late Chimanbhai Patel who 
formed the Janata Dal(JD) gover nm e n t with 
outside support of the BJP continued to remain 
in power even after toe withdrawal of BJP 
support in the wake of the rath yatra. 
Chimanbhai Patel coukl achieve this feat by 
shrewdly delinking 67 out of the 70 JD 
legislators and constituting a Janata Dai 
(Gujarat) government with the help of Con¬ 
gress support Later, JD(G) merged with the 
Congress in June 1992, taking the tally of the 
niling party to 99 in an assembly of 182 seats. 

Though officially merged, the factional 
divide between JD(G) and toe Congress 
persisted. The upper caste countenance of 
toe former hardly found favour with the 
latter which prided itself on its successful 
KHAM strategy of the 80s. The sudden 
demise of Chimanbhai Patel in February 
last year, a year before toe scheduled 
assembly elections, created a leadership 
crisis. It took two months for the central 
leadership to ultimately sideline Urmilaben 
Patel, toe widow of Chimanbhai Patel, and 
Prabodh Rawal, the chief of the state 
Congress unit, and opt for Chhabildas Mehta, 
toe slate finance minister, as the new chief 
minister. Thereafter, Madhavsinb Solanki, 
toe chief architect of toe KHAM strategy, 
attempted a comeback by first launching a 
campaign against Prabodh Rawal in May 
and then organising a convention at 
Bhavnagar in November demanding the 
purge of corrupt and criminal JD(G)elernents 
from the Congress. The intention was clear 
to get a larger say in the allocation of tickets 
for the coming assembly election. But 
Solanki's adventurism has backfired. The 
nomination of Ishwarrinh Chavda, father- 
in-law of Solanki, as the president of toe 
Kaira district Congress resulted in an 
immediate retaliation from toe JD(G) camp 
in toe form of resignations (later withdrawn) 
of th^ee ministers and six MLAs. And now 
toe ticket distribution for toe assembly 
elections next month shows that toe JD(G) 
group has been able to coropr 75 fcminattoot 
compared to toe Solanki faction which has 
got a paltry 10 seats. As a result, in spite of 
Prabodh Rawal’a claim that almost all the 
rebel nominations have withdrawn, reports 
suggest that a large number of rebel Congress 
candidates remain in toe fogy. 

Bid toe BJP i* not in a position to draw 
much coanfort from toe Congress infighting. 
Since June last year, out of toe 10 states due 
to go to toe polls, toe BJP has been particularly 
hopeful abootGujarat, it had woo 67seats in 
toe last assembly elections and 21 out of toe 


were held, BJP contested SO while tt 
Congress decided to play safe by comestin 
only 25 and supporting^independents in tt 
remaining. In the event the BJP performanc 
was unimpressive. Though it improved upo 
its previous position by gaining control 
14 civic bodies, the achievement was 
below its expectations. The patty won 60 
out of the 1,443 seats it contested and su 
feed major setbacks in its strongholds t 
Kutch, Saurashtra and north Gujarat. T 
debacle brought the simmering tension 
within the state BJP to the fore. Shankenrin 
Waghela. MP. and Kashi ram Rana, the stat 
unit chief, blamed Keshubhai Patel, tt 
leader of the opposition, and Narendra Mod 
the RSS strongman, for sidelining Ion 
standing party workers and favourin 
coodidates with a RSS background. Th 
internal bickering has resulted in sproutip 
of rebel candidates all over the state for th 
assembly elections. 

Thus both the Congress and the BJP ar 
plagued by similar problems. Yet rill nos 
Gujarat has never been a fertile terrain for 
third force to emerge. On both toe occasion 
when such a development did occur - Kisa 
Maxdoor Lok Paksha in 1975 and JD(G) i 
1990- it was Chimanbhai Patel wh 
achieved toe feat, on the basis of the cohesiv 
patidar lobby. Kanshiram’s attacks o 
Gandhi have alienated tbeGujanii populac 
from the Bahujan Samaj Party (BSP; 
Though the BSP won 12 seals in toe recer 
civic polls, all of them are from pic 
dominantly Muslim areas. This indicate 
that the Muslima in toe state desire a net 
political formation, but given toe patoeti 
condition of toe state JD and the rawness c 
SP-BSP, in this election at least they w" 
have to suffer their agony .in silence, in fat 
muslims, dalits and backward castes con 
rtitute 76 per cent of the state’! populabor 
But the anti-reservation riots which snow 
balled into anti-Muslim riots in the 80s hav 
driven a wedge between them and made r 
alliance of tome forces difficult. The biggei 
gainer of this communalisation has been th 
BJP which has made significant inrowc 
among the SCs.STsandOBCs. This deveio 
meni has forced toe state Congress to rely o 
the patidar community. Thus with KHAh 
marginalised, only a united show by il 
various factions on the lines of Madby 
Pradesh can assure toe Congress of succesi 

CPKM) 

Note of Dissent 

A correspondent writes: 

THB veteran CPt(M) leader Nripe 
Chakra varty has become toe ceotre of 
embarrassing co nt roversy for. Ms part 
Some days ago in (be come of Mbnw 





SfeWfcji «^.JU^;jdbMtft *om to. 

triiftial (j^i) in CaWtta he jaKBmd bi 
my sharp language fee anti-working ton 
xmcies of the West Bengal Left From gov- 
jrameM and deplored the stink of corrup- 
Jon in the ranks of the stale CPI(M). This 
raturally found its way into newspapers, 
'lot only was he immediately removed from 
he easily accessible ward to the inacces¬ 
sible cardiac ward, Jyoti Basu publicly de¬ 
rived that Chakravarty had been retired 
recause of his old age from the poiitburo of 
he party. Indeed, even though Chakravarty 
soon thereafter left the hospital, he did 
tot participate in the PB and CC meetings 
hen in session in the city, although he was 
dill here. 

Soon afterwards. Chakravarty went back 
o his normal residence at Agart ala in Tri pu ra 
tnd is reported to be well enough to resume 
sis normal life. He has not, however, 
epudiated or retracted his reported 
itatements. In the meantime, on January 8, 
JNI circulated a message from New Delhi 
ibout the CPI(M)'s denial that he had been 
emoved or retired from his party positions, 
rhis is understandable. Although there are 
listorical instances of arbitrary removal of 
nembent from party positions or even their 
suspension and expulsion, the principles of 
xxnmunist party organisation do not permit 
itich steps without giving the concerned 
tenon an opportunity to he heard. Violation 
H this principle has occurred and can occur 
mly in underground conditions of party 
imetioning which is not the case today. 

Even if Nripen Chakravarty has not been 
emoved from PB/CC by the leadership, the 
'act remains that by his public outburst 
tgainst the leading unit of the party and. by 
triplication, its most important leader today, 
'(ripen Chakravarty has violated the normal 
tarty code. Whether the party proceeds 
tgainst him remains to be seen. If it does, 
hen it may lead toeven more embarrassment 
o the party leadership. The old war horse 
hat he is, Chakravarty may decide to gird up 
ris loins for a battle royal,, more so since 
ruth, and absolute truth, is on his side. 

SOUTH AFRICA 

Restitution, Not 
Redistribution 

-AND reform has begun in earnest for the 
etilement of people who were forcibly 
emoved and a legislative framework has 
wen set out to address land disputes arising 
rom apartheid, in the form of the Land 
Jtafrns Commission and (he Land Claims 
-ourt. This is about the only specific 
egislative measure that president Nelson 
riandeia referred to in his new year-eve 
Ktdresa, indicating not merely the 
wamment’s and, even more, the ANC’s 
enaeof achievement over the passing of the 
neentre but also of the high e xpe ct a tio ns 
aired, lit the perception of the ANC, as spelt 
wt kt lhe report of the land affairs ministry 


a ppe n ded to die ANC secretary-general's 
report to the 49th national conference at 
Bloemfontein last month, the passing of the 
Restitution of Land Rights Bill by pari lament 
on November 8 last year wu a notable 
contribution m the resolving of “the crucial 
issue of land reform in a sensible, practical 
and democratic manner'’. 

The legislation however provides only for 
the restitution of land rights, and is directly 
concerned with the undoing of the various 
apartheid taws, beginning with the Native 
Lands Act, 1913. and all the subsequent 
legislations that followed from it, by which 
the share of land of the black people 
constituting over 85 per cent of the 
population (75 per cent if one limits the 
concept of'black ’ to Africans) was restricted 
to a mere 13 per cent of the total area of the 
country-the area demarcated as the erstwhile 
‘homelands’ - as well as the Group Areas 
Act of 19Jo by which millions of people 
were forcibly removed from iamb on which 
they had lived for generations. The generally 
agreed estimate is that around 3 J million 
people were forced out of their lands 
subsequent to the Group Areas Act alone, 
apart from the many more mil lions relocated 
in the so-called homelands even if only 
notional ly. 

The proposed process of restitution applies 
to the 'dispossessed communities', a 
description that is applicable to those forcibly 
removed under the provisions of the Group 
Areas An. the so-called apartheid removals. 
In die words of the land affairs ministry 
report, “the Bill [now an Act] makes 
provision for the restitution of right to land 
to persons or communities dispossessed of 
such a right under or for the purpose of 
furthering the objectives of racially 
discriminatory laws". But the fact is that 
black loss of land predated the apartheid 
laws - a point made not merely by the Pan 
Africanist Congress of Azania (PAC) but 
also by the Contralesa (Congress ol 
Traditional Leaders of South Africa), the 
pro- ANC organisation of‘traditional leaders' 
whose annual general meeting last month 
recommended that the re tro spe c tive date for 
the restoration of lost land should be April 6. 
1652, the day on which the first Europeans 
landed on the Cape coast It was an the 
ground that the legislation provided only for 
restitution of land and notfor its redistribution 
that the PAC opposed the bill when it was 
introduced m parliament. 

The ANC does recogniae the problem and 
proposes to tackle what it calls the “legacy 
of raciaHy skewed land distribution" by 
redistrib ution which it to be “principally 
effected through su re minedp roce s se s on 
the one hand and throngh market m e ch a n i sm s 
on the other "Starr iisistodUnd acquisition 
is to include the allo ca tio n of itrar owned 
land, directed « thane in need of land for 
residential w o tw n rm f m»d for wricukaral 
purposes, The reconstruction and 
devehtpnMM prog ram me (RDP) loo calls 
Rrredistriht^ianQHoparoeotafagriadlHnl 
land over the netU five yarn; and die land 


affairs ministry has budgeted rand 316 
million (approximately Ra 300 crane) for 
land reform pi lot projects in selected districts 
of the nine provinces. 

The problem however is that the official 
figures of aveilshle state-owned land (about 
2.50,000 hectares) will hardly meet the 
requirements, let alone the expectations, of 
the landless Quite simply, the problem 
cannot even be touched without affecting 
the powerful 'fanner' lobby, comprising 
almost solely of prosperous while ‘fanners’ 
whose organisation, the South African 
Agricultural Union (SAAU) made its clout 
felt by securing significant modification* in 
the Restitution of Land Rights BiH at die 
time of its introduction. 

The proposed 'market route' to effect 
land redistribution is acknowledged in the 
ANC document itself as being limited by 
legislative, administrative and financial 
constraints. In die words of the document; 
“Part of the land reform programme tried to 
ensure that people are able to buy land on the 
open market. However, there are financial 
constraints: a rural finance enquiry has been 
established as a presidential commission. 
There are also legislative and administrative 
constraints, notably the sub-division of 
agricultural land tax " 
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1994 hat ended with a 10 per com inflation rata, a 20 par cent riaa ia M, and a 25.7 par cant expansion ia r aaa r vi tnoosy. Scheduled nn—iwrial 
banks' deposits rose byl9.2 per cent (Rs 57,856 cron), advances by 18.1 percent (JU 28,659 crate) and Invert aicnti by 26.3 percent (Ra 31,685 
crara). With around 3 per cent and 6 per cent facroates in income originatiai in agriculture and Industry respectively, O DP growth it eatimMed 
at about 5.2 per ceft in 1994*95. Capital maifcet activities have declined tince September 1994. Foreign exchange reserves (other than fold) have 
been depleted by about $ 770 million ia the past two months. 

Macroeconomic Indicators 
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Fiscal Year So far 
1994-95 1993-94 
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General Index 
Mintag and Quarrying 
Manufacturing 
Electricity 


1993-94 




227.8 (7.4) 
213.4 (3.9) 
219.3 (8.1) 
300.1 (6.6) 


1992-93 


1993-94 1993-94 1992-93 1991-92 1990-91 1989-90 1988-89 1987-88 


212.2 (3.4) 

205.3 (3.0) 
202.9 (2.3) 
281.6 (9.3) 


1991-92 



1988-89 1987-88 


GDP at factor cost: 

1980-81 prices 242290(5.2) 230424(3.8) 222089(4.1) 2135900.1) 211260(4.9) 201453(6.9) 18864200.7) 170322(4.3) 

Current prices 8165800 5.7) 7057750 2.4) 627913(13.8) 5515520 6.0) 475604(16.4) 408661(15.9) 35270309.6) 294851(13.4) 
Per capita ONP at factor Cost: 

1980-81 prices 2636(3.5) 2547(2.1) 2495(2.3) 243X-I.4) 2473(2.6) 2410(4.7) 2301(7.8) 2134(1.9) 
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1993-94 


1992-93 1991-92 1990-91 


Exports: Rscrore 
US Sum 
Imports: Rscrore 
US 8 me 

Non-POL US 8 me 
Balance of Trade: Rs crore 
USSma 


Perdgn Exchange gamma 

(excluding gold) 


50012 (15.2) 
15941 (15.2) 
55227 (223) 
17603 (223) 
13908 (322) 
-5214 
-1662 


I, Mar 31. 
4 1994 


43405 (31.3) 
13840 093) 
45075 (7.6) 
14372 (-2.2) 
10524 (-2.9) 
-1669 


69547 (293) 
22173 (19.6) 
72806 04.9) 
23212 (6.1) 
17456(10.6) 
-3259 


53688 (21.9) 44042(35.3) 
18537(3.8) 17866 (-13) 
63375 (32.4) 47851 (10.8) 
21882(12.7)19411 (-19.4) 
15782 (123) 14047 (-22.2) 
-9687 -3809 


32553 07.6) 
18143 (9.1) 
43193 (22.0) 
24073 (13.2) 
18045 (3.1) 
-10640 


-532 

-1039 -3343 

-1545 

-5930 


Yew 

cu '‘» l V ~T iT" PUT 1993*94 

1992-93 1991-92 

1990-91 


Ago Ago 1994-95 1993-94 


Rscrore 

60474.4 

30591.7 

47626.0 

-3733 

29882.7 

12848.4 

9753 JO 

27430 5389 

10223 

OSSnm 

19230.0 

9751.0 

EM] 

-73.0 

9479.0 

4054.0 
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Capital Market 


National index <I9»*W00> 
BSE-200 (1989-90 ■ 100) 
Dollex (1989-90* 100) 


ME Katie (MwO Average) 


BSE sensitive index 34.7 

National index 3S.6 


BSK Turnover (iU. crore) Dec 94 Nov 94 


Jaa 20, 


KC3 


... -WJ 

1995 

A|0 

1994 

Trough 

tak 

Trough 

3601 

(-4.1) 

3927 

3753 

(485) 

3600 

^04 

2037 

■ 1740 
(-6.7) 

1864 

1802 

(565) 

1765 

2176 

934 

411 

(-13.5) 

443 

47J 

(57.3) 

433 

526 

224 

218 

(-135) 

235 

• 252 
(31.3) 

230 

281 

119 


(Lost wotting day) (Rs crore) 


BSE tided companies 401692 

(Nil 

100 National index-based scrips 166068 

<38 5) 


Nov 94 Dec 93 


Tkmgh Beak Trough M 1993-94 (992-93 1991-92 1990-91 


3600 4604 2037 42S6 3779 22S2 428$ 1161 

(65.7) (-463) 066.9) (496) 

1763 2176 934 2035 1*30 1021 1968 389 

092) (-48.1) (234.1) (39.9) 

433 526 224 307 450 234 585 159 

(92.3) (600) (267.9) (-) 

230 281 119 269 239 125 376 ' 135 

(91.2) (-66.8) (1783) (-) 


_ Outer jjndjg i_ End of Head Yew 

Sep 94 Jan 94 Mer94 Dec 94 Sep93 Mir94 Mer93 Mm 92 


37.4 39.7 45.8 31.9 

40.9 39.8 47.6 51.2 


36.9 46.8 29.3 44.3 

33.7 46.9 27.1 41.9 


Specified shares 

680 

1026 81 

Noe-specified shares 

3569 

4010 19: 

Total 

4249 

5036 I0U 

Average daily turnover 

249.9 

296 3 IOIO 

No oT working days 

17 

17 


• Cumuli 

1994-95 

aiy* f« 

1993-94 

1993-94 

199^-93 

Full Pin 
1991-92 

allar.. 

1990-91 

1989-90 

I9tt~t9 

i 

11417 

46627 

62213 

33207 

54610 

28863 

25212 

17357 

37907 

10927 

22324 

>2489 

17161 

7149 

4173 

3206 i 

49324 

57554 

•4537 

45696 

71778 

36012 

29386 

20563 

322.4 

364.3 

387 8 

238.0 

332.2 

IS* 5 

134.8 

975 

i 153 

158 

218 

192 

216 

191 

218 

211 


Oct 94 

Nov 93 


If*' 


■<« 



1Sepr94 

June 94 

Mar 94 

TfaTsT 

415881 

266738 

416966 

398044 

.344462 

305000 


(42.6) 

(4.8) 

(156) 

(12.9) 

(36.4) 

170052 

119893 

169646 

158586 

146176 

125795 


(46.7) 

(7.0) 

(8.5) 

06.2) 

(26.0) 


Ead of Fiscal Year 


146176 73073 112041 

(100.0) (-34.8) (-> 


Capita) laws Lauuch sd Nov 94 


_ Cumulative for 

1994-95 1993-94 


Jua 94 Mar 94 Dec 


Amount (Rs crore) 1443 1629 2130 9561 

13984 

1748 

980 

IS3I 

4375 

4568 

540 

Number <>r issues 94 103 120 897 

637 

148 

97 

138 

86 

96 

40 

Investment by Fereiga Inetltutiaaal Investors (Fils) 
la Scenedary and Primary Markets (for each month) 







■ 


No of Rcgd Fils Grom P urchases 


Prior to Jan 1994 

January 

February 

Much 

April 

May 

June 

July 

August 


October 

November 


9 Inclusive of bale reporting which 


Industrial Production 


i not in c otponsed ia the monthly (lows * RBI has piacud k u S 829 


Weight Nov 94 


Variation Over _ 

Month Year 


1994-95 


far Place) 

RfM_ 

1993-94 


(Cumulative) 

RsCr 

USSmn 

RsCr 

US S am 

RsCr 

US$ma 









777.8* 

136 

1288.6 

4155 

546 

174 

1234 6 

398.3 

1176.1 

145 

904.6 

291.8 

144.0 

465 

760.7 

245 4 

14216 

158 

762.4 

245.9 

203.5 

65.6 

558.9 

180.3 

1601.8 

166 

705 4 

227 5 

198.8 

64.1 

5066 

163.4 

17652 

191 

962.5 

310.5 

160.4 

51.7 

802.1 

258.7 

2023.9 

199 

1029 | 

332.0 

274.2 

885 

754.9 

243.5 

23480 

217 

423.4 

136.6 

170.5 

55.0 

252.9. 

81.6 

24494 

222 

539.5 

174.0 

178.1 

57.5 

361.4 

1166 

2566.0 

229 

647.4 

208.8 

201.8 

65.1 

445.6 

143.7 

2717 J 

241 

610.8 

194.7 

265 8 

84.7 

3450 

111-3 

2827.1 

259 

308.1 

98.2 

274.2 

87.4 

33.9 

10.9 

3012 6 

259 

363.7 

115.9 

316.2 

100.8 

47.5 

15.3 

30279 


1993-94 


1992-93 


Modkm add heavy cotreecrcsa) 


vehicka 


All two-whaafan 
ScodM wd Moftdi 


-!497(-8.9) 3136(25.7) 118730(586) 7484*-4.1) 141436(10.0) I28580(-I42) 


Thaag-adiaaiad 


-250(-3.0) 

-I247(-I4.8) 

3888(24.8) 

1234(34.2) 

-20649(-tO.9) 

-I38IK-IOJ) 

-6826(-l2.4) 

-38771-23.6) 


1832(28.9) 
1304(22.2) 
1471(8.1) 
53203.3) 
33052(24.2) 
16850(16.2) 
16202(504) 
1809(24.1) 


59607(92.2) 
58923(34.8) 
153841(17 1) 
27678(-4.4) 
1375470(255) 
979929(195) 
395541(435) 
79273(53 7) 


31122(-32.2I 
43721(36.1) 
131320(32.8) 
2894003.3) 
1095786042) 
81981404.4) 
279970(05) 
51585(205) 


6997S(-(33) 
75461(43.7) 
209095(286) 
49098(270) 
1756(55070) 
13033000*. I) 
461955(2!.8) 
91000(406) 


760V-) 
52S2W-) 
163l00(-0.9) 
39274442.9) 
U0034U 8.7) 
miHMD 
3 79380 1 KM) 
65I68(-1A5) 
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IN THE CAPITAL MARKET 


Jindal Vyayanagar Steel 

PROMOTED by JISCO and associated 
companies belonging to the Jindal 
organisation and the Karnataka State 
Industrial Investment and Development 
Corporation (KS1IDC), the company is 
setting up an integrated steel plant with a 
capacity of 1.25 million terns per annum 
of hot rolled coils at Torangallu in Bellary 
district of Karnataka, which has rich 
iron ore reserves having iron ore content 
up to 67 per cent. The company plans to 
use the COREX process which it pro¬ 
poses to procure from Voest Alpine 
industrieanlagenbau (VAI), Austria. VAI 
is to provide the company technical 
details for the site work and performance 
guarantee in respect of productivity, coal 
consumption, top gas generation and 
calorific value of top gas. The process is 
non-polluting and generates insignificant 
quantity of effluents, fumes and dust as 
compared to the conventional steel-making 
process and hence is environment-friendly. 
The company proposes to sell its products 
through the established marketing network 
of the group. The project has been appraised 
by ICICI and the cost is estimated at 
Rs 3,300crore. To part finance the project 
the company is entering the capital market 
with simultaneous but unlinked public 
issues of 13.5 crore equity shares of Rs 10 
each at par and partly convertible 
debentures (PCDs) of Rs 40 each. The 
convertible Part A of Rs 20 of each 
debenture will be converted into two equity 
shares at par on allotment. The non¬ 
convertible Part B of Rs 20 is to carry 14 
per cent interest payable half yearly and 
will be redeemed at par in four equal 
instalment at the end of the 6th, 7th, 8th 
and 9th years after allotment. The issue, 
slated to open on February 10. is being 
lead managed by ICICI Securities and 
Finance, Credilcapital Finance Corpora¬ 
tion, IDBI. PNB Capital Services, SBI 
Capital Markets and Jardine Fleming India 
Securities. 


CRB Capital Markets 

Promoted by CRB Group, CRB Capital 
markets has established itself as a front 
ranking finance company in the country, 
providing a whole range of financial 
services from conception to completion. 
The company is registered as NRFC: with 
the RBI and has been engaged in teasing 


and hire purchase since its inception. 
The company is registered with SEBI as 
a Category-1 merchant banker and a 
member of OTCEl. It has the top position 
among private merchant bankers in the 
country. The merchant banking division 
undertakes issue management, promoter's 
funding, loan syndication, etc. The 
other activities of the company are corpo¬ 
rate financing, equity research and analysis 
and investment banking, sponsoring of 
mutual funds. OTCEl. fixed deposit 
mobilisation, security trading and capital 
market operation, consumer finance, 
international finance and NRI services and 
portfolio management. The company 
wants to increase its capital base for 
expanding teasing and hire purchase for 
investments in joint venture projects and 
for enlarging its existing hranch/franchise 
network and setting up new branches 
and franchises abroad. These business 
plans have been appraised by Indian 
Overseas Bank and the cost is estimated 
at Rs 424 crore. To part finance this the 
company is entering the capital market 
with a public issue of 86.75 lakh equity 
share of Rs 10 each at a premium of 
Rs 90 per share aggregating Rs 86.75 
crore. The issue, which is slated to open 


on January 31, is being lead managed Ir 
Indian Overseas Bank and IFCI. 

Rajdoot Paints 

Rajdoot Paints, engaged in the manufactun 
of paints, has a wide range of products whid 
have their application in domestic am 
industrial uses. The products are marfcetcc 
under the brand name Rajdoot, Speed am 
Yak. The company is entering the capita 
market on January 31 with a public fawn 
of 30 lakh equity shares of Rs 10 each • 
a premium of Rs 65 per share nggregatin 
Rs 22.50 lakh. The stake of the promoter! 
and associates in the post-issue equity wil 
be 62.5 per cent. The company has beet 
promoted by people who have decades o 
experience in the field and docs not propose 
to undertake any new manufacturing activity 
Therefore no gestation period is involved 
One of the main purposes of the issue is tc 
augment long-term resources for workin 
capital requirements. The company propose) 
to install some machinery for improving it) 
product quality and reducing process loss 
The issue is to be lead managed by Allium 
Capital and Management Services and ITC 
Classic Finance. 


Call for Papers 


Indian School of Social Sciences, Calcutta, 
66 Acharya Prafulla Road, Calcutta-700009 will 
organise,, in Calcutta, a 3-day Seminar on 
“Globalisation and its impact on India” in the 4th week 
of March 1995.^ Papers are invited from Social 
Scientists on economic, social and cultural aspects 
of Globalisation which should be sent before 11th 
March 1995 r 
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COMPANIES 
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SEARLE (INDIA) 

4 

Improved Performance 

SEARLEINDIA,theptiann»>cum-pesticides 
firm, hu done well in 1993*94 after having 
suffered adecHno in iumaigitu the previous 
year. Net sales were Rs 103.25 crore (5 per 
cent rise), operating profit Rs 14.53 crore 
(up by 21 per cent) and net profits rose by 
32 per cent (from Rs 4.41 crore to Rs 5.83 
crore). The results were helped by increase 
in other income by Rs 1.23 crore and decline 
in interest charges and depreciation by 4 per 
cent. The dividend was raised by 8 per cent 
to 28 percent. Debt-equity ratio has fluctuated 
at 39 per cent in 1991-92. 44 per cent in 

1992- 93 and 9 per cent in 1993-94. Sales 
to total assets and sales to gross fixed assets 
ratios have steadily increased over the past 
three years. Remuneration to employers has 
been fluctuating at 35 per cent in 1991-92, 
37 per cent in 1992-93 and 34 per cent in 

1993- 94. 

Searle India has two divisions, agro¬ 
chemicals and pharmaceuticals. The agro¬ 
chemical division accounts for 55 per cent 
of turnover and the larger part of profits. The 
company's fenvelerate is a market leader 
and is its largest selling product. It accounts 
for nearly 55 per cent of the agrochemical 
division's turnover. Searle's chloropyiphos 
(an insecticide-cum-ovacidc) is also a 
market leader and has achieved this status 
in a short span of two years. The company 
has also introduced a wide range of other 
products likemonocrotophos. cypermethain, 
butachlor and dimethoatc. 

The pharmaceutical division was for some 
lime a marginal player in the market since 
the company was diversifying itself into 
agrochemicals. But in 1993-94 the com¬ 
pany's bulk drags fared well with sales 
doubling. Lomonfen, an anti-diarrhoea], is 
a leading product. The company plans to 
launch a number of pharmaceutical products 
in the next two years and has been looking 
for suitable foreign collaborations. 

The company invested Rs 79 lakh in 
R and D in the year, 25 per cent more than 
in the previous year. 

KBSAR ENTERPRISES 

Fruits of Expansion 

Kesar Enterprises has done well with net 
sales at Rs94.55 crore in 1993-94. Operating 
profit (Rs 17.95 crore) went up by 19 per 
cent* while net profit more than doubled 
from Rs 2,11 wore to Rs 4.56 crore, despite 
Rs 35 lakh being paid as taxes (nil). Increase 
t« depredation and interest charges by Rs 28 
lakh and Rs 15 Jakh. There was an increase 



in other income of 18 percent Non-operating 
profit was Rs 6 lakh co mpare d to a loss of 
Rs 20 lakh in the previous year. Exports fell 
further by Rs 7.33 crore (59 per cent) after 
an 18 per cent decline in the previous year. 
Imports were also down to Rs 7 crore against 
Rs 18 crore in the previous year. A 30 per 
cent dividend was declared for the year. 
Debt-equity ratio fluctuated at 73 pet cent 
in 1991-92, 110 per cent in 1992-93 and 
34 per cent in 1993-94. The tales to total 
assets and sales to gross fixed assets rqtiqs 
have grown steadily in the past three years. 
Remuneration to employers has been steady 
at 26-27 per cent in the past two yean. 

The expansion and modernisation 
programmes suited by the company a few 
yean ago have begun to yield results. The 
sugar division's plants ran at a crushing rate 
of more than 4,500 TCD and the crashing 
capacity is expected to rise to 4.800 TCD 
in the coming season. Production in the 
distillery division declined from 106.68 kilo 
litres to 88.51 kilo litres. The problem of 
contamination forced closure of the plant for 
some time. The problem has been overcome. 
Production and di stri butioo of country I iquor 
has been satisfactory. The working of the 
ENA plant was stabilised and the product 
was found to be of good quality and the 
market is said to have accepted it Since the 
demand for hiring tanks has been steadily 
growing, the DTC division has undertaken 
an expansion project at Kandla port at an 
estimated cost of Rs 15 crore which, when 
fully implemented, would double capacity. 
The project is to be completed by May this 
year. 

Indian alcohol prices having gone up, the 
company now finds it unfeasible to export 
alcohol. The UP government continues to 
control 65 per cent of molasses production 
including its price, and 35 percent is available 
for the free market sale. Due to this there 
was a shortage and prices shot up. 

Kesar Marble and Granite is a wholly- 
owned subsidiary and incurred a loss m its 
first full working year. This was largely due 
to difficulty in procuring raw materials. 

The company spent Rs 11 lakh on R and D. 
The R and D department has been involved 
in projects relating to by-products of the 
‘sugar factory, alcohol and methods of 
improving methane generation, 

MADHUSUDAN INDUSTRIES 

Rise in Profit 

MadhUsudan Industries manufactures 
vanaspati. refined oils, sanitary ware and 
glazed tiles and has done wen in 1993-94. 
Net sales went up by 3 percent, operatic 
profit by 7 per cent and net profit by 9! 
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per cent (from Rs 2.45 crore to Rs 4.68 
crore). A 72 per cent growth in other 
income and increase in non-operating 
surplus from Rs 22 lakh to Rs 104 likh, 
nil taxation and an 8 per cent decrease in 
depreciation and 17 per cent fall in interest 
charges all helped to keep margins high. 
An enhanced 30 per cent dividend was 
announced for the year. Exports weredown 
by 21 per cent while imports increased by 
23 per cent. Though the sales to grow fixed 
assets ratio declined by 76 percentage points 
over the past three yean, it was still high 
at 298 per cent in 1993-94. Sales to total 
assetsratiodechned by 35 percentage points 
over the past three yean. The debt-equity 
ratio fluctuated at 57 per cent in 1991-92, 
159 per cent in 1992-93 and 47 per cent 
in 1993-94. Raw materials consumed to 
value of production has remained steady 
at 65 per cent. 

The recession in the oil industry coupled 
with the emergence of new vanaspati 
manufacturing units enjoying sales tax relief 
have adversely affected the competitive 
position of the company in Rajasthan and 
Maharashtra. Despite this the company has 
been doing well and production increased 
by 4.5 per cent and capacity utilisation was 
higher than the industry average. Excess 
capacity in the solvent extraction industry 
squeezed the company’s margins. Fre¬ 
quent power interruption increased pro¬ 
cessing cost and lowered production in the 
solvent plant at Nimbahera. To ove r com e 
the problem, the company has imtalled a 
DC set. 

Production of sanitary ware and ceramic 
tiles was lower by 530 ml and 978 ml 
respectively. This is attributed to labour 
unrest and disruption in gas supplies. The 
modernisation and expansion programme 
in the sanitary ware unit was c o mpl et ed 
in December 1994, raising capacity to 
16.000 mt per annum. The company 
installed screen printing machines in the 
tiles unit during the year. 

The company is diversifying into the 
energy sector by retting up a wind fans for 
ge n era ting 5 tnw for captive cons u mption 
at a cost of Rs 20 crore in two phases- For 
the first phase the Indian Renewable Energy 
Development Agency has sanctioned a term 
loan of Rs 708.5 lakh Allotment of land 
from the Gujarat Energy Devatapmem 
Agency is awaited. 

The company has been undertaking 
R and D activities in deve l opment of new 
products with new designs as wdl as the 
development of new body and gjaae for 
the retnmic division. The company is in 
the process of drvetoptag its re fra cto ri e s 
to improve the quality of the plotter of 
ports. 
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CEMINDIA 

Financial Indicators 

(IMtaf 

EnterarifM 


trftac 

Iadaat 

rfct 


March March 
1994 1993 

March March 
1994 1993 

March 

1994 

March 

1993 

June 

1994 

June 

1993 

March March 
1994 1993 


lucome /ap prop rlatkma 


1 Net safes 

10325 

9794 

9435 

6955 

11947 

11580 

22191 

17660 

10435 

5634 

2 Value of production 

10523 

10274 

9045 

8023 

11854 

J1805 

22874 

17931 

10435 

5634 

3 Other Income 

371 

248 

520 

438 

155 

90 

362 

147 

64 

40 

4 Total income 

10894 

10522 

9565 

8461 

12009 

11895 

23236 

18078 

10499 

5674 

5 Raw materiais/stores and (pares 
consumed 

4938 

4434 

5044 

4325 

8968 

8989 

14310 

11830 

4077 

1796 

6 Other manufacturing expenses 

1603 

2290 

1179 

1294 

903 

904 

1262 

1098 

780 

500 

7 Remuneration to employees 

776 

723 

640 

531 

479 

451 

652 

571 

789 

634 

8 Other expenses 

2124 

1875 

907 

813 

869 

813 

2910 

1570 

3954 

2301 

9 Operating profit 

1453 

1200 

1795 

1498 

790 

738 

4102 

. 3009 

899 

443 

10 Interest 

287 

302 

874 

859 

261 

315 

2070 

1596 

76 

66 

11 Gross profit 

1158 

899 

927 

619 

633 

445 

2122 

1524 

825 

380 

12 Depreciation 

165 

172 

436 

408 

165 

180 

1000 

711 

106 

79 

13 Profit before tax 

993 

727 

491 

211 

468 

265 

1121 

813 

719 

301 

14 Tax provision 

410 

286 

35 

0 

0 

20 

0 

0 

380 

150 

15 Profit after tax 

583 

441 

456 

211 

468 

245 

1121 

813 

339 

151 

16 Dividends 

219 

157 

174 

91 

138 

82 

395 

278 

51 

46 

17 Retained profit 

364 

284 

282 

120 

330 

163 

726 

535 

288 

105 

UaMHtiea/asaeto 

18 Paid-up capital 

782 

782 

634 

360 

462 

305 

956 

695 

128 

128 

19 Reserves and surplus 

2797 

2433 

1890 

1108 

2462 

1271 

8493 

5394 

1067 

1021 

20 Long term loans 

912 

788 

878 

1624 

1382 

2514 

13098 

4474 

0 

0 

21 Short tent) loans 

265 

720 

3117 

3318 

587 

399 

2714 

5463 

0 

98 

-22 Of which bank borrowings 

218 

723 

2226 

2711 

363 

230 

r.38l 

1398 

0 

98 

23 Gross fixed assets 

2527 

2343 

6153 

5130 

4003 

3260 

17842 

13593 

2056 

1854 

24 Accumulated depreciation 

1268 

1126 

2596 

2164 

1430 

1272 

5163 

3727 

882 

781 

25 Inventories 

2414 

2182 

3631 

4031 

1356 

1440 

3774 

1890 

935 

865 

26 Total assets/liabililies 

6205 

6057 

9379 

8718 

5887 

5464 

31807 

20794 

6096 

3676 

Mtaccttaaeous Heats 

27 Excite duty 

603 

426 

557 

482 

676 

919 

3009 

1633 

0 

0 

28 Gross value added 

2229 

1933 

2432 

1957 

1421 

1217 

4786 

3774 

1804 

1144 

29 Total foreign exchange income 

970 

1507 

499 

1235 

791 

1010 

1017 

554 

0 

0 

30 Total foreign exchange outgo 

893 

810 

21 

22 

190 

148 

6636 

3288 

203 

55 

Key financial and performance ratios 

31 Turnover ratio (tales to total assets) (%) 

166.4 

161.7 

100.6 

79 8 

202.9 

211.9 

69.8 

84.9 

171.2 

153.3 

32 Soles to total net assets (%) 

217.1 

207.4 

144.7 

108.5 

244.2 

258.0 

87.8 

110.2 

873.2 

451.8 

33 Gross value added to gross fixed 

assets (%) 

. 88.2 

82.5 

39.5 

38.1 

35.5 

37.3 

26.8 

27.8 

87.7 

61.7 

34 Return on investment (gross profit 
to total assets) t%) 

18.7 

14.8 

9.9 

7.1 

10.8 

8.1 

6.7 

7.3 

13.5 

10.3 

35 Gross profit to sales (gross margin) (%) 

11.2 

9.2 

9.8 

89 

5.3 

3.8 

9.6 

8.6 

7.9 

6'.7 

36 Operating profit to sales (**) 

14.1 

12.3 

19.0 

21.5 

6.6 

6.4 

18.5 

17.0 

86 

7.9 

37 Profit before tax to sales (%) 

9.6 

7.4 

5.2 

3.0 

3.9 

2.3 

5.1 

4.6 

6.9 

5.3 

38 Tax provision to profit before tax (%) 

41.3 

39.3 

7.1 

0.0 

0.0 

7.5 

0.0 

0.0 

52.9 

49.8 

39 Profit after tax to net worth 

(return on equity) (%) 

16.3 

13.7 

18.1 

14.4 

16.0 

15.5 

• 11.9 

13.4 

28.4 

13.1 

40 Dividend (%) 

28.00 

20.00 

30.00 

26.00 

30.00 

27.00 

50.00 

40.00 

40.00 

36.00 

41 Earning per share (Rs) 

7.46 

5.64 

7.37 

6.09 

10.24 

8.13 

11.73 

1170 

26.48 

11.80 

42 Book value per share (Rs) 

45.8 

41.1 

40.5 

42.1 

63.9 

52.4 

88.0 

69.5 

934 

89.8 

43 P/E ratio (based on latest and » 

corresponding last year's price) 

28.2 

53.2 

9.3 

12.1 

10.6 

8.6 

30.7 

31.2 

28.7 

42.4 

44 Debt-equity ratio (adjusted for 

revaluation) {%) 

25.5 

24.5 

34.8 

110 6 

47.3 

159.5 

155.7 

92.6 

0.0 

0.0 

45 Short term bank borrowings to 

inventories (%) 

9.0 

33.1 

61.3 

67.3 

26.8 

16.0 

36.6 

74.0 

0.0 

11.3 

46 Sundry creditors to sundry debtors (%) 

63 

16.6 

456.6 

486.1 

76.9 

78.8 

77.9 

76.1 

113.0 

113.4 

47 Total remuneration to employees 

to gross value added (%) 

34.8 

37.4 

26.3 

27.1 

33.7 

37.1 

13.6 

15.1 

43.7 

53.4 

48 Tout remuneration to employees 

to value of production (%) 

7.4 

7.0 

7.1 

6.6 

4.0 

3.8 

2.9 

3.2 

7.6 

11.3 

49 Gross fixed assets formation (%) 

7.9 

6.5 

19.9 

11.8 

22.8 

37.1 

-0.2 

55.9 

10.9 

18.8 

50 Growth in inventories (%) 

10.63 

30.82 

-9 92 

35.J9 

-5.83 

39.81 

99.68 

-26.29 

6.09 

-1.26 
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SUPREME INDUSTRIES 

Diversification 

Programme 

Supreme Industrial has done well in 1993-94 
with net sales going up by 25 per cent, 
operating profit by 36 per cent and net 
profit by 37 per cent. This is commendable 
after the previous year’s decline margins. 
Though depreciation was up by 40 per cent 
and interest charges by 29 per cent and 
non-operating surplus went down by 18 
per cent, the bottomlinc was sustained by 
the 14b per cent increase in other income. 
A dividend of 50 per cent was declared for 
the year against 40 per cent for the previous 
year. 

Exports were Ri 10.17 crore against 
Rs6.6l entire in the previous year. Gross 
fixed asset formation declined drastically in 
the year. Debt-equity ratio has risen by 51 
percentage points in the past three years. 
Sales to total assets and sales to gross fixed 
assets ratios have declined in ihe past three 
years. Return on investment also declined 
to 6 per cent in 1993-94. Short-term bank 
borrowings to inventories fluctuated at 
36 per cent in 1991-92, 73 per cent in 
1992-93 and 38 per cent in 1993-94. 
Remuneration to employees tu gross value 
Med ratio has fluctuated at 11 per cent 
n 1991-92. 15 per cent in 1992-93 and 13 
ler cent in 1993-94. Net value added to 
ralue of production ratio has declined in 
he past three years. 

The company plans to embark on a 
nodemisat ion. ex parunonanddi versification 
irogramme. The industrial components 
xisiness improved, thanks to the pick up in 
lemand from the automobile and consumer 
iurable industries. Materials handling crates 
eeeivedaboost with the company supplying 
.•rates to Coca-Cola and Pepsi Cola. The 
lemand for moulded furniture has improved 
uid the company has launched several new 
nodels of moulded furniture. It has also 
ncreaaed its furniture items capacity. AK 
Structural Foam was merged with the 
»mpany. 

The packaging division saw substantial 
expansion. The wide width film plant has 
ilready gone into production. This has 
>pened up opportunities for making several 
tew constructions of flexible packaging 
biteriali.The increase in demand for 
srotective packaging products has also 
tpened new avenues for investment. 

The PVC pipes and fitting division has 
mn working well and the company is 
tlmning to increase the volume and variety 
>f products. The focus is on increasing the 
rohune of specific products for the export 
naricet which has seen successful launching 
>f severe! new products. Steps to augment 
he capecity of the fittings division by 1,800 
<*** per year have hem undertaken. The 


MLS dtvisfcmftrad weH unfit the refrigerator 
industry coming out of the recession. 

SUtap Chemicals has enhanced capacity 
by 500tons. The enhanced capacity has gone 
intocomroercial production. Further increase 
in capacity is being planned considering the 
growth in derrfand. Klockncr Supreme 
PemaplaM. producing rigid PVC film and 
sheeting, has met with success in the market 
and hence has decided to increase its 
capacity. Supreme Pcirochem and Mupnar 
Films has collaborated with Huntsman 
Couti (Hong Kong) to put up a plant to 
manufacture 1.500 tons of extended 
polystyrene foam food packaging products 
per year with an investment of Rs 20 crore. 
Huntsman Couti and Supreme are to have 
equal rights in Huntsman Supreme. Supreme 
Industries is to invest Rs 4 crore and the 
unit is expected to go into production by 
Ihe end of this year. 

The company has been carrying on R and 
D in the areas of cost reduction, modification 
fur higher productivity and development ot 
new products. 

CEMINDIA 

Expanding Operations 

Cemindia Company, subsidiary ofTrafaigar 
House Pic of UK renamed as Trafalgar 
House Construction, has done well with net 
sales going up by Rs 48 crore. operating 
profit by 103 per cent and net profit by 124 


per cent Though taxation increased a153 
per cent, depreciation by 34 per cent, and 
interest charges by 15 per cent and there 
was a 33 per cent decrease in non-operating 
surplus, nel profits still remained high. 
Encouraged by the performance, the 
company declared a 40 per cent dividend 
for the year. Sales to gross fixed assets and 
sales to total assets ratios remained high 
at 507 per cent and 171 per cent. Earning 
per share has increased from 4 per cent in 
1991-92 and 11 percent in 1992-93 to 26 
per cent in 1993-94. The company has 
given its shareholders a bonus issue in the 
ratio of 1:1. Remuneration to employees 
has seen a decline from 59 per cent in 
1991-92 and 55 percent in 1992-93 to43 
per cent in 1993-94. 

The operations of the company have 
expanded substantially. New contracts for 
alotal valueof Rs 17,600lakh were signed. 
Some of the major contracts include marine 
and civil works at JNPT. shipyard in Goa. 
Tuttconn Port Trust. North Madras power 
siation project. Calcutta Port Trust, 
construction of bridges for UP govern mem 
and IRCON. diaphragm working and 
anchoring and civil works for parliament 
library building in New Delhi. 

The R and D department of the company 
has been recognised by the government's 
Department of Science and Technology. 
The department assisted in evolving system 
for liner protected piling and mechanised 
jetty construction. 


SAGE 

PSYCHOANALYSIS AS A HUMAN SCIENCE: 

BEYOND FOUNDATIONAUSM 

BHARQAVI V DAVAR and PARAMESHWAR R BHATT 

The precise status of psychoanalysis has been the subject of considerable 
debate in recent yeara. Widely known as me foundations of psychoanalysis'. 
this debate revolves around whether psychoanalysis can be treated as a 
cognitive science and, In turn, involves the epistemological status and 
ethical underpinnings of this theory. 

This highly original work is an important contribution to the debate. In 
particular it chaltanges Kart Poppet's critique of and AdoH Grunbeum’s 
virulent stuck on psychoanalysis. Contrary to Popper’s view of the 
peychoactenbfic nature of the theory, tha authors of this book provide an 
epistemological rahonaU for ks acientificfty and an ethical rationale for Its 
humanism. 

212 page* a 220 mm x 140 mme Rs M6(cfc*t)e Rs !46<pope4eim 
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jungle, tonehlw of iMA (be wedshnve my 
place. they ere bound to seek protective 
schemes from the gover nm ent on pain of 
voting it out, especially became what such 
schemes eat into is administrative or infra¬ 
structural investment of a kind that Joes not 
solve their food and employment problems, 
except by way of an unredeemable assurance. 

Much the same can be said about prohibi¬ 
tion. The movement for total prohibition 
that appeared on the scene i n Andhra Pradesh 
after country liquor (arrack) was banned in 
1993 upon pressure from the rural women's 
struggle, was in fact not a movement to 
match the earlier ami-arrack struggle. The 
modem variety of inebriating fluid called 
IMFL is a middle class, lower middle class 
and organised working class men' s addiction, 
and while women of these families are as 
much its victims as women of rural labouring 
classes are of arrack, they did not come out 
into the streets as the latter did. The total 
prohibition agitation was a meetings anti 
seminars affair promoted through the press 
by Eenadu. a paper that combines anti- 
Congressism with a determined effort to 
recreate lost legitimacy for the state's ruling 
elite. And yet, both the main political parties 
were fearful of the appeal the issue may have 
for women voters. Men are evidently never 
fully sure that the weighty arguments they 
offer (ranging from reasons of common sense 
to those of fiscal sense) for their inability 
to cure themselves of the addiction to drink 
as a habit and their addiction to the business 
of drink as a very lucrative economic 
activity, will ever convince women who 
suffer physically, emotionally and 
economically from it. And so NTR jumped 
in and declared that he would impose total 
prohibition within half an hour ir he was 
voted to power, and the Congress chimed 
in saying that (though nobody believed 
them) they too would do so in due course, 
no matter that both the parties are chocklul 
of manufacturers and vendors of liquor, 
licensed or illicit. 

And yet. voting statistics do not show that 
it is the cheap rice scheme and prohibition 
that were primarily responsible lor NTR's 
phenomenal victory. The percentage of votes 
the TDP and its allies got this time was not 
substantially higher than what they got last 
time, though as the polling percentage was 
higher this time, it means that a larger 
proportion of the electorate voted for them. 
What is striking is not the increase in TDP 
(plus allies) votes, but the fall in Congress 
votes, which appears to have been as much 
as 12 to 14 percentage points. A small part 
of these votes went to the TDP, another 
small part went to the BJP and the BSP. 
but the major pan of it went to Congress 
rebels. This cornering of votes by Congress 
rebels is a very significant fact revealed by 
the voting statistics The Congress has truly 
become a veritable jungle of clawing and 
biting wild animals which are unmindful 
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of the possibility that they will destroy the 
species in the process. No tears need be 
wasted over this, but their unconcern is a 
study in depravity, in district after district 
it was senior Congressmen who first of all 
played all possible dirty games to get 
candidates of their choice nominated, and 
when they failed against the wily Congress 
pres idem who can play as dirty games as 
any of them, they set up their own candidates 
against the official nominees, or otherwise 
queered the pitch for their party. Members 
of parliament Dronamraju Satyanarayana 
in Visakhapainam. Vizianagaram and 
Srikakutam districts: Magunta Subborami 
Reddy in Ncliore and Prakasam districts; 
Y S Rajasekhar Reddy in Cuddapah and 
Anantapur districts; Rayapsti SambasivaRao 
in Guntur district: Gangs Reddy in 
Nizamobad district; former union minister 
Jalagum Vcngal Rao in K ham mam district 
and smaller fry elsewhere did their worst to 
get Congress candidates defeated. Their 
success in this effort was the most significant 
factor in deciding the huge margin of the 
Congress' defeat. 

It is not that but for this the Congress 
would have won. The prohibition, the cheap 
rice scheme and general disgust with the 
Congress hud done enough to stabilise the 
normal TDP vote and to decide the minds 
of the fluid voters. But for Congress 
infighting, it appears the TDP would in any 
case have won but with an unspectacular 
margin that would have left no scope for the 
largely misplaced encomiums the Telugu 
electorate is receiving for its perspicacity, 
firmness and wisdom, nor any room for 
myth-making about popular rejection of tbe 
structural adjustment policies. 

II 

Apart from die price rise, and resultant 
deterioration of living conditions, tbe other 
significant issue in the elections was whether 
and to what extent persons of scheduled 
castes, tribes and backward castes would 
come into positions of power in the changed 
context of post-Mandal politics. Such an 
aspiration can be dismissd as seeking power 
'within the present oppressive system’ as 
many Marxists have done, but since it is 
precisely one of the uppressivecharacteri sties 
of the present system that positions of 
importance and authority are denied (both 
by virtue of the socio-economic structure 
and by conspiratorial tactics) to penons of 
the lower castes, such an aspiration is not 
a desire for change 'within die system* but 
is an attempt to deal the system along at least 
one dimenrion. This much is tree, whether rate 
believe* thj* this wiHindoe course generalise 
itself into a larger assault on the system in 
ail its oppressive dimensions, or one suspects 
that it wiU end with a w i de nh^i of the social 
base ofthaliK&anaUce and capital . Indeed, 
which of these wS| happen i* not something 

that cam be predicted beforehand. 

<• 

21. IMS 


The victory oftheSP-BSPin Uttar Pradesh 
on the basis of an explicitly arti-Hindmva 
campaign inspired many dal it activists in 
Andhra Pradesh to join the Bahujan Sarntj 
Party and try to build it into a nujor political 
force in tbe stale. Kanshi Ram. too. took a 
lot of pains to campaign in the stale. The 
daiit movement has developed into an 
important political force in AP in the fait 
decade, arid a very sizeable part of the 
movement joined the BSP. unfortunately 
bringing with it its internal contradictions 
too. The other sizeable stream to join the 
BSP (especially in the Tclangana districts) 
was that of former naxafites. of whom 
K G Satyamurthy and Chiranjeevi arc the 
most prominent. 

Nobody expected the BSP to win many 
seats in the elections, though BSP leaders, 
in imitation of the dominant political culture 
whose tone is set by the Congress, made 
vastly exaggerated claims about the seatr 
they would win and the policies their 
government would adopt: and while the 
overstatement was very evident, most people 
were wary of cautioning them for fear of 
being dubbed anti-dalii. a term of abuse at 
potent today as 'petit bourgeois’ was in the 
heyday of the now faded glory of com¬ 
munism As it happened, the BSP won no 
seats and indeed it lost its deposit in all but 
one constituency, the exception being Bapada 
in Guntur district where Katti Padma Rao. 
founder-general secretary of the A P Dalit 
Mahasabha did quite well. 

But the entry of the BSP into elect oral 
politics of Andhra Pradesh in a big way 
signifies not the possibility of tmmeduae 
political power but the shifting of daht 
political consciousness from the agitational 
arena to the electoral arena and its consolida¬ 
tion therein as a political party. If the BSP' 
leaden had acknowledged tins distinction, 
disciplined their claims accordingly, and 
concentrated on organisational wodt and on 
the elaboration of the full logic of tear 
principal campaign slogan: 'vote ha mars, 
seat tumhara-nahinchalega. nahinchaicga'. 
they need have caused no disappointment 
to their hopeful followers and sympathisers 
at the end. They spoilt things by neglecting 
organisational work to the point that they 
went through the elections without any 
organisational structure at all. dependent 
solely on Kanshi Ram's image and the appeal 
of their ideology; by making no attempt to 
set nght the internal divisions which soon 
became public m ugly scenes at the lime of 
seat allotment; and by allowing disenchanted 
SC and BC leaden from the Congress and 
TDP for whom the daiit activists have no 
regard to enter the party and acquire 
importance in H. 

The other outcome expected from the entry 
of the BSP was that whe t her the Congress 
won or the TDP won. more penons from 
die tower castes would attain position* of 
political importa n c e , which also would be 

m 



a social advance Irrespective of what one 
thinks of the Congress and TDP os political 
patties. For the first time perhaps in the 
history of the Congress Party, backward 
caste and schedaled caste leaders talked 
openly about the injustice done to the lower 
castes by the Congress leaders in the allotment 
of seats and offices. Though they would add 
the nlual declamation that Kanshi Ram was 
an adventurer and that the Congress alone 
would solve the problems of dalits under the 
leadership of P V Narasimha Rao. 'great 
friend of the weaker sections'. it was evident 
that they owed their new-found courage to 
that very adventurer and not to the great 
friend of the weaker sections. On the other 
hand, the Congress leadership became jittery 



number and the importance of the posts 
given tothe SCs and BCs is not very different 
from the past. A beginning has, however, 
been made in the matter, and the future can 
witness more significant changes if the BSP 
leadership draws the requisite lessons from 
this experience. 

Ill 

And there was plenty of violence, too. 
Rayalaseeina warlord gangsterism has in the 
last few years become a major topic of 
lament in Andhra Pradesh. One reason could 
be the legitimacy problems it creates for the 
rulers, especially in view of the democracy 
vs violence antithesis that dominates their 


' tot. Neither dn*» wtobefirte Hi electoral 
politics nor thole who reject ft woflidrecfcdh 
it worth so many lives. The PWG asked the 
people to boycott the polls u usual, and also 
threatened the contesting candidates not to 
campaign, on pain of physical violence! they 
made an exception from this ban on campaign 
for the CPI (ML) candidates and the BSP 
candidates). Those campaigners who violated 
this rule had their vehicles burnt and their 
bones broken. The police moved in, not 
merely to protect the contestants from this 
violence, but also to defeat the PWC's 
political tactics and ensure that votes are 
polled in large numbers. This much has 
happened in post elections too. The ostensible 
purpose of the police has been to ensure that 


at the large turnouts that attended Kanshi 
Ram's public meetings in the beginning. 
Vijayn Bhaskar Reddy, the Congress chief 
minister of the state, mobilised Congress 
leaders of each of (he toiling castes to hold 
rallies of (hat caste at Hyderabad to which 
he himself would be invited as chief guest 
and would promise all things under the sun 
to that community: subsidised yarn to 
weavers, quarries to stone cutters, excise 
contracts to todday tappers, etc. As ticket- 
distribution day neared, grand promises were 
made that a large proportion of the Congress 
tickets would be given to persons of the 
lower castes. 

And simultaneously, upper caste leaders 
for the first ti me started acknowledging caste 
openly. They gave up the earlier pretence 
- that they had been dominating politics by 
virtue of sheer merit. Brahmins held meetings 
at Vijayawada, Nellore and Hyderabad in 
which one demand was that they should be 
allotted the tickets to certain specified 
constituencies, as the brahmin population 
therein was sizeable. This is the kind of 
1 argument that in the past only Muslims. 
Christians or backward castes would have 
used, and would have been branded narrowly 
costeist or sectarian by brahmins. Kamma 
Congressmen who have always felt 
overwhelmed by the Reddys in that party 
held a meeting and resolved obliquely that 
all castes should be given tickets in propor¬ 
tion commensurate with their importance', 
which in their case means not only numbers 
but also economic power, at which they 
have plenty. And the Reddys took visible 
pains to explain away their embarrassing 
preponderance in the Congress. Thus bahujan 
politics had achieved the first victory that 
any rebel movement aspires for: to force the 
dominant groups to dump their myths and 
acknowledge the hidden aspects of reality. 

Unfortunately, the opportunities opened 
up by these developments slipped away as 
elections neared, with the visible decline in 
the euphoria surrounding the BSP. The 
Congress and TDP leaders soon felt quite 
reassured, and not many more seats were 
allotted to the SCs and BCs than is uwal. 


discussion of naxalism. Another reason is 
the growing awareness of democracy and 
democratic rights among the people of 
Rayalaseema. A third reason is the growth 
of the gangsterism into a major cancer in 
recent years, with its transmutation into an 
instrument of money-making and political 
advancement. Violence, as a consequence, 
has accompanied all recent elections, as has 
the exhortation that the violence should be 
- and (he promise that it will be - contained 
in the interests of democracy. This time 
round ihefearofScshan - of his arbitrariness 
rather titan (he Icgul authority of the Election 
Commission, of whose exact extent nobody 
including Scshan is clear - restrained the 
contenders somewhat, but nevertheless there 
was plenty ot rigging, bomb throwing and 
killing. At Dhonc in Kumoot district, from 
where Vijayabhaskar Reddy contested, all 
the village tactions united to ng the polls 
in the then chief minister’s favour, and there 
was none left to protest in the villages. 
Alampur in neighbouring Mahbubnagar 
district saw a triangular fight that held up 
electioneering in the faction-ridden area to 
the most ludicrous light. The Congress 
candidate was a recent convert from the 
Telugu Desam Party, and the Tclugu Desam 
candidate conversely a recent convert from 
the Congress, both of them Reddy faclionists 
from Kurnool district, transported to 
Mahbubnagar district as a solution to the 
impossible scat-distribution problem. The 
third candidate was the sitting BJP MLA. 
also a Reddy lactionist. but a local man. As 
a local voter described the three in helpless 
humour, 'one mokes bombs in hts bouse, 
one on the terrace and one in the basement’. 
The three qf them made such thorough 
nonsense of the polling process that the 
entire constituency had to have a repoll, 
certainly an unusual thing. 

But an entirely humourless terror stalked 
northern Teiangana this time. The obstinate 
attempt by the People’s War Croup (PWG) 
to obstruct the poll campaign at all cost, and 
the determination of the police to thwan this 
attempt equally at any cost led to a spate 
of violence in which more than SO lives were 


‘voters can vote freely and fearlessly'. though 
it is a matter of common knowledge that 
while the PWG has violently prevented the 
contestants from exercising their legitimate 
right to campaign, it has not interfered with 
the people’s right to vote, in case they choose 
to disobey the PWG and go and vote. But 
this time round, no bones were made about 
the real purpose of the police: they were not 
thereto merely protect the contestants' right 
to campaign and the voters' right to vote, 
but to defeat the entire political effort of the 
PWG vis-a-vis the elections, no matter that 
it is no part of (heir job to do so. The police 
held meetings in village after village in 
which inspectors would openly threaten 
people that if they did not vote, their ration 
cards would be withdrawn, the electricity 
connection to the village would be cut and 
thcirchildrcn would be denied social welfare 
scholarships. It was certainly an odd way of 
giving confidence to voters who may wish 
to defy the PWG’s direction. 

To aid the AP police, a large number of 
CRPF and BSF men were dumped in the 
PWG-infiuenccd districts. A particularly 
vicious and drunken lot of paramilitary 
commandos were brought from the Punjab 
and stationed in Karimnagar district, 
apparently because more terror must he 
inflicted to ensure that votes are polled in 
the prime minister’s native district. The way 
these Punjab commandos behaved is 
testimony to what can happen if the police 
are allowed to develop into a lawless force 
in the name of suppressing political or social 
lawlessness. Drink and women were the 
principal interests of these commandos. They 
drank everything they could lay their hands 
on. pawed women in village lanes, raped a 
vegetable-seller in Ramagundam. and 
su cc eeded in driving women off the streets 
in panic wherever they were stationed. When 
the harassed people complained to the local 
police, those worthies who are usually a 
terror to everyone, expressed helplessness 
and suggested that the women keep to their 
homes until ‘those fellows leave the district’. 
Not to be outdone, men of a CRPP platoon 
stationed at Kataram raped another woman, 
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a daJU labourer by name SaJamma. who was 
however helped by press reporter* to go to 
the district collector and superintendent of 
police and lodge a complaint. The 
administration ordered un enquiry by a 
woman IPS officer who managed to coerce 
the victim to say that she hud not been raped 
by anyone but hud got drunk and fallen, and 
then Maned eliciting the ‘background' of the 
pressmen who had taken interest in the matter. 

The strategy adopted by the police to 
defeat the PWG's intentions was to gather 
from each village youth known to be 
sympathisers of the PWG and hold them 
hostages tram about a month pnor to the day 
of polling. The implicit threat was that they 
would be objects of retaliatory killing il the 
PWG indulged in excessive violence. And 
these youth were also meant to he lined up 
before polling stations and compulsorily 
made to vote on polling day, as a 
demonstrative exhibition of (he success of 
the police in defeating the intentions <>l tltc 
People's War Group. Not many people m 
this country would perhaps believe that about 
3.000 youth were thus held like slaughter 
animals in police custody lor the whole 
month ol November. The PWG. Idr its part, 
as if to challenge the police to kill the 
hostages, senselessly lundmined two vehicles 
carrying policemen and killed 16 persons 
including a few civilians, in the Iasi week 
of November. 

The first incident was at Lenkalagadda. 
an interior village of Kurimnagur district, in 
which some Punjab commandos travelling 
in a tractor were blown up and killed along 
with the tractor driver and (he local sub¬ 
inspector ol police: and the second incident 
happened right near Warangal town. jihI on 
a state highway to hoot, killing paramilitary 
men of the AP Special Police. The second 
landmine was apparently intended lor the 
Congress government's municipal 
administration minister Madadi Narasimha 
Reddy, an old enemy ol the PWG. but he 
escaped and a police escort vehicle was hit. 

Thi* macabre challenge was cx|iectedly 
taken up by the police and there ensued a 
killing spree in which 35 persons were shot 
dead. 34 in Warangal and Karimnagar 
districts and one inNizamahad district. Most 
of them were picked up from home or place 
of work in the full view and against the 
protests of their kith and kin and colleagues 
and shot dead within a lew hours in some 
neighbouring village. Oddly enough the 
police did not kill any of the 3,000 suspected 
sympathisers already in their custody That 
would not create enough ol terror, ami it is 
terror that the police wont. So they went one 
step worse, and picked up youth who had 
not even been considered to have enough 
link* with the PWG to merit prior detention 
and killed them. All the killings except one 
were the handiwork of the local police, the 
one exception being worthy of detailed 


mention. The victim was a 45-year old dalit 
woman. Monthcna Rajommaof Lukkepur in 
Karimnagardistrict, mother offtvc daughters 
and a son. On (he afternoon of November 
2V some Punjubcommandos from Gujulopalli 
camp went to Lukkepur on a raid, searching 
for hidden naxalitcs or hidden ammunition. 
They were fully drunk on toddy and heavily 
armed with automatic weapons. When they 
approached Rajamma s house she tried to 
leave by a side door tor she was ulonc in 
the house and was scared at the prospect of 
the search. But they spotted her and by signs 
asked her to come back. They entered the 
house and found one ol the two rooms 
locked. They asked her to open il. As the 
temfied woman tumbled with the key lor 
a minute, one of the impatient commandos 
aimed his gun at her and shot her right 
through her hack The bullet killed her. went 
thraugh the locked door and emerged out 
of the other wall to lodge in the wall of (he 
neighbour's house. The drunk commandos 
then went out telling the horrified villagers: 
‘huddi mar gayi'. 

This killing went on till December 3. and 
polling in north Telangana was on December 
5. On (he previous evening the youth in 
custody were sent home to vote and gel votes 
polled in their villages the next day. and 
conic b.ick again ui report at the police 
station the day alter polling. The implied 
threat again was (hat tl not enough votes 
were polled, the youthcouk! be killed. I ndecd. 
the threat was not left implicit. Il was stated 
bluntly. In any case, there was quite heavy 
polling in the north Telangana districts and 
all Congress heavy weights including the 
pnme minister's son and his in-law lost 
massively. The losers themselves attributed 
their defeat at least in pan to the methods 
adopted by the police (with their sanction, of 
course, (hough they would dishonestly pul 
all the blame on the police after their defeat). 

In the course of this blood hath, the main 
issue between the two armed contenders was 
Icti undecided: how many people would 
have voted, and bow many would have 
boycotted the polls, if they had had peaceful 
conditions for the exercise of their choice? 
And m the interests of what great principle 
had so many lives been lost? 

IV 

The final question that remains is: What 
do elections signify in the new politico- 
economic consensus of the ruling classes? 
Economic liberal ism doc* not render political 
power irrelevant, for what il nullifies i* not 
governmental authority but gov ern me nt al 
social responsibility. The Indian Mate of the 
1990s is not a powerless political entity, not 
the ideal ol 19th century libenliam. What 
it is freed from is only responsibility for the 
welfare of the people. The neat of rts authority 
and responsibility I* intact. And so it 
continues ui be as prof)table tu be in the 


business of politics as in the days of the 
licence-permit raj; perhaps more so. tor kits 
of money is flowing into the country now 
both in the private and public sectors ami 
with ‘globalisation'the stakesof all politico 
economic activity is pushed up and computed 
in worthier currencies than the good ok) 
rupee. 

Politicians' hunger for political office has 
therefore increased and not decreased, and 
the pn vatc wealth they have at their disposal 
has also increased with the multiplication of 
economic opportunities available to the 
propertied classes. They have therefore 
fought tooth and nail to get tickets' from 
winning parties and have used (he most 
shameless means to get elected It is true to 
say that political morality has never been as 
low as this, for it gets lower and lower day 
by day and is always lower than it has ever 
been. And the contingent human imagination 
which (for ail its pretensions to unlimited 
vision) is bound by experience and possible 
extrapolation believes on each day that it has 
sighted the nadir, but what it has seen is only 
the murkiest depths it can imagine, the nadir 
ol its imaginative capabilities 

The norms laid down by Seshan to 
discipline campaigning and to limit campaign 
expenditure to legally permissible limits has 
meant reduced publicity expenditure tor the 
candidates, which has actually hurt the 
newcomers like the BSP and panics like the 
CPKMLl groups which participate in 
elections, for wide publicity for their views, 
slogans and symbols is crucial for than 
rather than the Congress and TDP For the 
latter the expense saved on (his account has 
meant more to spend on unaccounted activity, 
such as the eleventh-hour distribution of 
cash and liquor which is a common feature 
of Indian elections. Votes were paid for at 
an unprecedented rate dus tune but whether 
they were successfully purchased is difficult 
to tell In any case, the TehiguDesam Party 
is not'yesterday’s baby'(tobomiw Seshan'* 
memorable caveat about himself) am) can 
spend as much as the Congress, and so it 
probably made no difference in the end. 

But what elections mean for the voters in 
the new ere is that this is one of the times 
they can put pressure hi force the political 
system to be answerable to their needs, no 
matter that such answerability is called 
’populism' these days. As the social 
responsibility of the government has bon 
officially discarded, it must be enforced by 
the collective assertions of the people. One 
such possible moment of assertion defection 
time, when the threat of voting politicians 
out of power can help bend official policies 
Perhaps it is the recognition of this 
possibility that has hy a peculiar cognitive 
jump turned it set l into an interpretation 
f onlf pan taffy tniefo) the disastrous defeat 
of the Congress m the Andhra Pradesh 
etactions this rinse 
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KARNATAKA 


Raitha Sangha’s Political Dilemma 

KripaAP 

The most surprising outcome of the Karnataka assembly elections was 
the dismal performance of the Karnataka Rajya Raitha Sangha. The 
reason for this may be its very approach to electoral politics. 


THEoutcomeof the recently held Karnataka 
auembly election! surprised one and all. 
More surprising wax the dismal performance 
by the Karnataka Rajya Raitha Sangha 
(KRRS),the state level farmers'organisation. 
Out of the 90 odd seats contested, the KRRS 
has been victorious in only one constituency 
(Pandavapum). Even more shocking was the 
fact that the two top leaden of the KRRS - 
M D Naiijundaswamy and Baba Gowda 
Patil - who are sitting MLAs. have been 
unable to retain their seats. The general 
performance of the KRRS has been very 
poor, with the number of votes being polled 
very low. The KRRS stronghold - Mandya 
district - has badly let down the organisation, 
with many of the local leaders faring poorly. 

These developments are really surprising 
given the fact that since 1989 (previous 
election) the KRRS has had to deal with a 
number of issues which have kept it in the 
limelight. KRRS’s handling of the Cauvcry 
waters dispute and its stance on the removal 
of fertiliser subsidy had attracted the attention 
of the rural population. The KRRS was able 
to win the grudging respect of the urban 
population and even the politicians with its 
in-depth knowledge of the Dunkel proposals 
forGATT. In fact, the KRRS deserves credit 
for generating public, political as well as 
academic debate all over the country on the 
GATT proposals. 

The reason behind KRRS’s dismal 
electoral performance probably can be traced 
to its very approach to electoral politics. 
Since its inception KRRS's stance towards 
electoral politics has cost it dearly. The 
KRRS, formed in 1980, was essentially a 
non-party organisation. Subsequently when 
the assembly elections were announced in 
1983, the KRRS decided to adopt a neutral 
stand. Not only did the KRRS forbid iu 
members from standing for election, it also 
forbade them from participating in 
electioneering. This was widely opposed by 
a large section of the KRRS members, who 
felt that forbidding participation in elections 
was not a wise move. Further, they were 
keen on supporting the opposition alliance 
inorder to defeat the Coogress(l)Tbe KRRS 
leaders were firm on this issue. They felt that 
entry into politics would weaken the 
movement . This apart, they had also felt that 
quicker results were possible through 
agitational politics. Purther. they would not 


need to have majority support to get these 
results. This uncompromising stance of the 
KRRS led to dissension within the 
movement. Consequently, a sizeable section 
of the KRRS members, particularly from 
Bellary and Dharwad districts, withdrew 
their membership from the organisation. 
Prominent among them were Revanasiddaiah 
from Bellary, and Sankrikoppa, Sidagantimat 
and Sangappa Uppin from Dharwad. This 
break-away faction decided to form a separate 
farmers' organisation, the Karnataka Ryots 
Karmikara Jagriti Samiti (Karnataka 
Farmers and Farm Workers Association) 
with C M Revanasiddaiah at its president 
and M S Sankrikoppa as its secretary. Both 
of them are Janata Dai loyalists. It is 
important to note here that just a few days 
before the 1983 elections owing to pressure 
from within and without, the KRRS gave 
a call to the fanners to overthrow the Gundu 
Rao government. 

The agitation si politics of the KRRS did 
not produce the same results with the then 
Janata government asit did with the previous 
government (Congress(l)}. It was felt that 
a neutral stand or boycotting elections was 
not really effective, as under the existing 
election law a certain minimum of votes 
relative to the size of the total electorate was 
not essentia] for a candidate's victory. Thus 
the KRRS decided to enter politics and fight 
iu battles on the floor of the legislature. It 
was decided to field people’s candidates as 
had been talked of during IP’s time. The 
candidates are trained u legislator! but do 
not have any affiliation to any of the existing 
political parties [Nanjundaswamy 1984] , The 
KRRS decided to test the waters with the 
1984LokSabha elections. The strategy was 
to field candidates independently without 
affiliation to political parties. The candidates 
were expected to continue their support to 
the KRRS and were cautioned agrinst forging 
alliwces with other political parties. The 
KRRS fielded seven candidates in opposition 
both to the Congress!!) and the Janata Dal 
[Nadkaim 1987]. The KRRS fared badly in 
the election! with all its candidates loving 
(heir deposits. Further, even in the IMS 
f«M^b*y f*f r 1i n, t t j th* tf> * > *finittilnlf ftrHni 
by them ioat from SMmoga [Deccan Herald, 
April 12, 1989). Thus, the KRRS’s initial 
attempt at electoral politics was not 

MCGCSCful. 


H o weve r , the KRRS's docMontoeaar 
the formal political anna met Witt saver 
opposition from a section of the KRR 
members, particularly from Kassan distric 
The Hassan faction had been again*! tt 
KRRS’s earlier decision to stay sway fin 
politics. They felt that to-bring about an 
kind of change necessitated political powe 
They did not break away from the movemn 
as they believed that while political pows 
was essential, it came later in the process 
after the organisation had consolidated it 
base. When the KRRS decided to enh 
politics, the Hassan faction along withsom 
others argued that the KRRS should nc 
contest elections on iu own. To be effoctiv 
as a political force ft would ha veto combin 
with other progressive facet like the Dai 
Sangharsha Samiti and Pragati Rang* t 
fight the elections. ThU was possible sine 
all these forces had considerable agreemer 
on ultimate goals. During this time, intern 
discussions and debates were carried out b 
the KRRS members on the need to form 
‘third force’ in Karnataka. A section of th 
KRRS, particularly the Hassan grouf 
insisted that the KRRS on iu own would ik 
be effective as a political party as it woul 
be representing the interest! of only on 
section of society. A political party woul 
be required to balance the interests of ai 
sections of society. It was for this reason tin 
they were opposed to the name ‘Kannad 

Desha', under which the KRRS was ptannin 
to contest elections, as it would be limitm 
in iu scope. The KRRS contesting election 
on iu own would not only alienate the poors 
sections of the urban sector, it would 41a 
create an imbalance by representing onl 
a particular section of the society. Th 
KRRS as an organisation was limited i 
iu spread, and hence as a political part 
it would just end up dividing the votei 
Thus, this faction strongly favoured a 
alliance of all radical groups to flgli 
elections [Venkatesh Murthy 1992]. 

The KRRS leaders, on the other hanc 
were against such amove. The Hassan factio 
was suspected to have close ties with Dev 
Gowda. Their apprehension was thl 
formation of a third force with othc 
progressive organisations would entai 
compromises. It was also alleged that 
attracted by quick results, these member 
had gotten onto the payroll of dHftrea 
political parties and individuals Hha Dev 
Gowda. Whatever the reasons, the jhfferenc 
of opinion regarding KRRS’s entry btt 
politics and the formation of a third fore 
finally resulted in the KRRS expelling neari 
17 members from the organisation [India 
Express, July 23*. 1989], This di*aensk> 
proved coatly for the KRRS as it complete! 
lost Hassan district which was once 
stronghold. The KRRS, wtrieh went than 
with Hs political stititegy rtf contesting <h 
1989assembly electio ns , f ared aHttiebetu 
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. '.ran in the earlier attempts. Bab* Oowda and work towards ’cleansing’ the electoral upon formal politics lest they should be 

Patil, contesting from Klltur and Dharwad process which has become corrupt. totally marginalised. They cannot but be 

(ruralh was the only successful candidate. However, the political defeat hat not aware that to succeed as a political force the 

winning from both the constituencies, deterred the organisation from its work. In base of support will have to expand. Such 

While he retained the Klttur seat, the KRRS fact, plans are being made to resume its fight expansion will necessarily mean a dilution 

successfully fielded their second candidate, against the new economic policies. The in terms of the movement’s orientation. The 

Nanjundaswamy', during the by-elections KRRS has been seriously constderingjoining precedent of Naray anas wamyNaidu't Tamil 

from Dharwad(rural). However, once again hands with INTUC in fighting against Nadu Agriculturists’ Association (TNAA) 

the KRRS was unable to prove politically economic liberalisation. KRRS with the help attempting a political career it not heartening 

weighty in its strongholds, namely, Shimoga of third world network plant to set up an Further, given the reservations of the farmers 

and Mandya. White the KRRS claimed to be international research institute on sustainable themselves, KRRS might well encounter 

satisfied with its performances, speculating on agricultural development. Special efforts are severe problems, 

its political future, critics thought otherwise, being made to set up a seed supply system The KRRS might do better by limiting its 

The KRRS’s decision to contest in the which will not only function as a seed bank political ambitions to securing representation 

1991 parliamentary elections was not but also include production of indigenous in locai government and the state legislature 

received favourably by the rural population, seeds - KRRS's reply to GATT! adequate to enable it to articulate the interests 

The feeling was that the KRRS should first Thus a look at the political journey of the of farmers whilf not aspiring to political 
consolidate its position at the state level, KRRS shows more downs than ups. Apart power. Disavowal of political ambitions such 

recover its lost ground and strengthen its from a modest success in the 1988 elections as capturing stare power may enable the 

bate. In fact, this has been the general opinion (when the KRRS won two seats), its other KRRS to carry conviction with tu principal ■ 

of the majority of the rural population towards ventures into electoral politics have been supporters. The KRRS was able to mobilise 

KRRS's entry into politics. KRRS is unproductive. In fact KRRS has had better massive support for.their attack against the 

preferred ax an organisation, a lobby, without success as a lobby, particularly in dealing multinational company.Cargill.Theparadox 

political leanings. A common fear is that with price issues. If electoral performance is that it has been unable to translate that 

once KRRS gets into politics, it would become is any indicator, the response of the rural support into vote*. Obviously, the rural 

corrupt just like other political parties. population seems negative towards KRRS's population prefers KRRS as a represenutive 

To a ecrtain.cxtent the voting pattern in entry into politics. Time and again the rural platform to air their grievances rather than 

the recent elections indicates that these population has come out with the same as a formal political party, 

apprehensions have come true. While the verdict - that they clealy prefer KRRS as 

reasons behind the poor electoral pertor- a lobby than as a political party. References 

mance of the KRRS are debatable, it is It is obvious that the KRRShas found itself Nadkami MV (1987) Farmers Mmtmtw m 

irrefutable that the neglect of local units and in a quandary i n relation to entry into politics. Mm A iiw«t pubtidmv New Deft, 

lack of commitment towards constructive Leaving aside their chum that they wish to Nanjundaiwamy. M D r 1984) Interview in 

work at the grass roots level have acred as \ . 

contributory factors. Explainingthc KRRS's 
poor performance Nanjundaswamy. 
president of KRRS. felt that the “BJP factor 
had cut into the ‘gullible' Hindu votes and 1 
forced the minorities to change their loyalty 
from Congress to the other national patty 
which might come to power” [interview Dec 
24. 1994. Bangalore]. 

Interestingly both tire sitting MLAs were 
defeated by Congress! I) candidates rather 
I than BJP or JD candidates. According u> 

Nanjundaswamy, a concerted effort was 
made both in Kittur and Dharwad (rural) 
constituencies by the Congress(l) to defeat 
the KRRS leaden. He feels that issues or 
policy matten are not taken into consideration 
by the electorate while voting, and this time 
caste played an important role. 

Whatever reasons to which the KRRS 
might attribute its dismal performance, it 
can no longer ignore the fact that it might 
have a better appeal as an organisation and 
a lobby rather than as a political party. In 
fact, at the executive committee meeting at 
Bangalore (after the elections) the KRRS 
has taken adeciskm to directly approach its 

members and seek their opinion on whether 
the KRRS should contest in the forthcoming 
panchayat elections. Taluk units have been 
pulled up for their neglect of local units. 

According to Nanjundaswamy, KRRS’s 
tnvohmnaat with electoral politics would 
continue, as H wmts to educate the rural 
dactonte re ga rdin g the political process 


:leanac the leaders, possibly they embarked 
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Security of the South in Emerging 
International System 

Amlt Gupta 

How can the countries of the south enhance their external security, 
given that the west views the south as a threat? To answer this 
question, this article examines the western conception of security in the 
new world order and analyses the west’s capability to enforce its vision. 
It goes on to analyse the military capability of the south and the south’s 
options in the emerging international system. 


HOW can the countries of the south enhance 
their external security in the emerging 
international system? The question is 
particularly important since the west now 
seems to view the south as a threat which 
needs to be militarily and politically 
countered. President Clinton stated at the (JN 
in September 1993 that nonproliferation 
would be u priority of his administration's 
foreign policy. More specifically, the 
Pentagon is restructuring its forces and 
doctrine under its counterproli feration pol icy 
to combat a nuclear armed southern state. 
The Clinton administration's national security 
advisor, Anthony Lake, in a recent article has 
branded several southern states as 'backlash 
states' - states which want to stay outside 
the new family of democratic, free-market 
nations - and has called for ihci r containment 1 
If the west's attitude is to view the south as 
a threat, and to develop military and political 
strategies to neutralise it. how should the 
south respond to this new policy? To answer 
this question, this article first examines what 
is the western conception of security in the 
emerging international system. Second, it 
analyses the west's capability to enforce 
such a vision. Third, it analyses the nature 
of the military capability of the south 
countries. Finally, it discusses what sort of 
options this provides in a new international 
system. 

ArrmjOE of the West 

The attitude of the west is based on a 
number of factors, the most important of 
which is its proven military superiority. The 
Gulf war showed that despite the major 
advances made by the south in weapons 
production, the west - particularly the US - 
had the capability to prevail in a set-piece 
conventional battle. This conventional 
superiority is unlikely tochange in the coming 
decades since no single southern country, or 
evened lection of countries. has the necessary 
scientific base or financial resources to build 
up a conventional military machine. 

It was this proven military superiority 
which led to the hope after the Gulf war that 
a ‘New World Order' could be created. In 
thit world order the hitherto defunct concept 
of collective security - under the aegis of 
the l)N - was to be revived to maintain peace 


and international security. Military 
superiority and the new consensus among 
the western powers, it was believed, could 
rejuvenate a mission which the UN had 
virtually given up after the Korean war. But 
in translating this military superiority into 
political power, the west, especially the US. 
was being even more ambitious than the 
great powers which had sat down at 
Dumbarton Oaks toconsiruct the UN Charter. 
Not only was collective security and 
peacekeeping going to be the agenda of the 
new US-led UN. it was also going to take 
on a new task - peacemaking. Under the 
rubric of peacemaking, the military 
preponderance of the US-led western 
coalition was to be used for such ambitious 
tasks as trying to rebuild a Somali nation and 
restoring democracy in Haiti. Military power, 
therefore, was going beyond the conquest of 
territory, or the deterrence of aggression, to 
the actual reshaping of societies - again 
something which had not been successfully 
achieved since the 1940s by the US in 
Germany and Japan and by the former Soviet 
Union in eastern Europe. 

Western attitudes towards the south were 
also shaped by the belief that there was now 
a consensus in the 'New West'. The west in 
the post-cold war era is seen as being one 
civilisation, encompassing eastern Europe 
and the European states of the former Soviet 
Union.’ These nations te mp o rar ily had a 
consensus on such issues as the sale of arms 
to the south, and on co-operation in the UN 
on international security issues. This 
consensus was supposed to make the UN into 
a viable instrument for enforcing western 
will md to fadlitatedrawing together military 
capabilities to enforce order in the south. 

Third, while attitudes towards the former 
communist nations have changed they stilt 
remain the sa me where the south i s concerned. 
In the cold war era. the south was seen as 
being poor, unstable, heavily militarised 
Now the south is still considered poor, 
unstable and heavily militarised. Due to such 
an attitude no serious attempt has been made 
to bring southern countries into the em er gi ng 
tccurity fram ew o rk. President Bush used to 
talk about 'partners in leadership', meaning 
die US.Germsny and Japan. fttih Jcn i Chntan 
has pushed thnmgh the North American Free 


Trade Agreement and the Asia-Pacific 
Economic Commission. But all this really 
boils down to is a search for markets. No 
real attempt has been made to bring south 
countries in as partners in a common security 
framework. Brazil. India. Israel and South 
Korea, for instance, are not included as 
partners in this new security framework. 

What follows from such attitudes is that 
the west is seeking to militarily defang the 
south and impose political solutions on it 
which are seen as being conducive to the 
‘New World Order'. Thus General Akfed 
was declared a thug and a criminal in Somalia, 
and the Clinton administration continues to 
try to bring back prime minister Aristide to 
power in Haiti. 

Militarily. the primary concerns are to hah 
the spread of weapons of mast destruction 
and the means to deliver them (nuclear, 
biological and chemical weapons and ballistic 
missile delivery systems). This includes 
setting up force structures to actually fight 
in conflicts where such weapons are used, 
and further, to create a western military force 
which can be used for peacekeeping and 
peacemaking missions. The US has been 
seeking to develop ties with both Russia and 
now. it seem, China - which is the one 
southern state to he solicited forthis purpose. 

COf-STa/UMTS 

Yet while the general post-Gulf war aoi&tde 
has been to establish an international order- 
by either the use or show of force - it has 
not worked because of a number of 
constraints. Money is a major constraint. At 
a time when most nations in the west, 
particularly the US and Russia, ate freed 
with budgetary pressures, it is difficult to 
find financial resources to fund a mqjor war 
effort like the Gulf war. The US had to past 
the hat around in order to get the money to 
fund the Gulf war. While the western natrons 
were willing to contribute to that effort 
because of the threat to world energy supplies, 
they may not be willing to contribute large 
amounts for future conflicts m the world 
The reason for this reluctance is that the 
western consensus is breaking down 

The western consensus is break ing down 
both on the use of force and on who are the 
precise members of the western alliance nsdf. 
To answer the latter question first, the 'New 
West'wm coned vedtttoriudmg both eastern 
Europe and the European parts of the former 
Soviet Union under one ctvilisatioM) 
package. In fact there are three wests: the US. 
western Europe and eastern E u ropef fo rmer 
European Soviets. Each of these, however, 
has different views on the utility of force in 
the new international system. The west 
Europeans are less than enthusiastic about 
playing the imenutianal policeman. and 
certainty nut wHbng to make major financial 
or human comnuements to do this. Wot 
European reluctance to get involved m the 
Yugoslavian civil war without an American 
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commitment is an example of this. The 
Russians and east Europeans are so stopped 
for finances that they will find It difficult to 
regularly send military contingents abroad 
for peacekeeping and peacemaking duties. 
AHther.the Russians arc seeinganationalistic 
revival which is creating a break in the 
consensus. Nationalist groups in Russia like 
Zhirinovsky’s are arguing that Russia should 
play a more active role in international affairs 
in order to regain its lost standing as a major 
power. This has led to a Russian push to 
increase arms sales to the south. It has also 
led Bods Yeltsin to declare in the UN Security 
Council that Russia would vote against greater 
economic sanctions against Libya. It may 
also see the Russians fomenting civil unrest 
in the former republics of the Soviet Union. 
In tact, as Alexei Arbatov points out, there 
is already a move in the west to give Russia 
a free hand in dealing with the former 
republics, with the possible exception of the 
Baltics. If this happens the Russians will be 
so preoccupied with events in their own 
backyard that it will be difficult for them to 
commit troops elsewhere. 

A related constraint is the will to fight. It 
is becoming increasingly difficultto motivate 
people to go overseas and fight in wars which 
do not in vol ve the vital interests of the western 
nations. A number of west European nations 
have opposed committing troops beyond the 
confines of Ebrope. In (he US there is still 
a will to fight but only under specific 
conditions: that there be a clear-cut mission; 
that it end quickly and that it involve a low 
loss of life. These conditions are particularly 
important given the changing composition 
of the US armed forces. Close to 30 per cent 
of the US armed forces are minorities and, 
increasingly, the well-to-do are not entering 
the military. Thus the US national security 
system is being shaped along class lines. 
Those making the decisions and sending 
young Americans out to fight are the well- 
to-do who themselves have not seen combat - 
Clinton and Quayle. Nor will their children. 
Those actually dying in different parts of the 
world are either minorities or less well-to- 
do whites. As John Lewis Gaddis points out. 
"Resentment over this pattern - when it 
develops - is likely to undermine whatever 
foreign policy consensus may yet remain.”' 

If such constraints exist, under what 
situations could western force be mobilised 


and used? Three types of mission may drive 
western intervention in the south: the resource 
mission, the peacemaking missiqn. and the 
punitive mission. The resource mission is to 
counter threats to natural resources which are 
badly needed by the west and fluctuations 
in die supply of which could bun western 
economics. At present oil seems to be the 
only major natural resource which falls in 
this category. This is also the one mission 
for which the western nations are most likely 
to agree that military action needs to be taken 
and will, therefore, provide both the monetary 
resources and personnel to cany it out. 
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11)0 peacemaking mission combines"lb# 
humanitarian assistance - as in the cake of not -udee piamidL 'niibkm.sMmfe d» 

bring the Oulf war to * awtft conclusion and ’ 
bring the ‘boys sndgftis’ home. Censorship 
and swift conclusions, however, are not 


Bosnia and Somalia - and the attempt to 
bring about a peaceful and just society in a 
country - as in Haiti and Somalia. In the 
initial euphoria of a changed international 
system, it was assumed that western nations, 
through the UN, would be able to create 
strong governments which supported 
democracy in the south and in the former 
communist world. The justification for such 
a mission came from the increasing number 
of nations which started moving towvds a 
process which has been called either the 
’third’ or ’fourth wave of democracy’ - in 
which significant numbers of nations start 
the transition to democracy. 4 

The problem with this approach was that 
it underestimated the costs of peacemaking. 
Putting troops into a civil war or internal 
anarchy situation is not a short-term process, 
even if the troops have an overwhelming 
military preponderance. Such a process 
involves establishing workable governments 
-Lebanon, Haiti - and in some cases, restoring 
civil society - Uganda. Somalia. These are 
long-term processes which require a 
continued military presence. This was the 
case with the American military occupation 
of West Germany and Japan after the second 
world war. In both cases, the US went through 
a lengthy process of military occupation: it 
demilitarised these societies, eradicated the 
institutions of tascism. and laid the 
foundations for democracy. Such a reshaping 
of societies was possible because these nations 
had lost the war. were occupied, and could 
not aggressively challenge the occupation by 
the allied powers. Further, the cold war 
demanded a long-term military and economic 
commitment to Germany and Japan. 

Few of the conditions which facilitated the 
democratisation of Germany and Japan in the 
1940s and 1950s apply in the ‘New World 
Order’. The US and the rest of the west do 
not have the military will and economic 
capability to enforce democratic systems in 
the south. Unlike Germany and Japan, there 
has been aggressive resistance to die western 
efforts to impose civil societies and 
govern mental structures in the south. Lebanon 
in the 1980s and Somalia in the last couple 
of years are examples of this, ffeacemaking 
in such situations requires the willingness to 
lake casual ties in order to enforce a particular 
governmental system. 

This willingness is severely circumscribed 
by western public opinion's distaste for 
casualties and is heightened by the media. 
In the last few years European public opinion 
has been against extra-regional military 
intervention. American public opinion has 
been more complex. While the average 
American supports the external useof military 
force, he/she would like such intervention 
to have a finite timetable and lead to very 
low casualty rates. The Pentagon has 
recognised these opinions and in the Gulf 
war tngwsed military censorship to ensure 
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possible in peacemaking situations. Being a 
more kmg-tWm commitment it is difficultto 
prevent independent coverage of events 
within a society. It was difficult to censor 
media coverage in the Congo and Vietnam 
in the 60s, just as it has beat impossible to 
half media coverage in Lebanon in the 80s, 
and in Somalia and Haiti in the 90s. In fact 
when the US special forces landed on the 
beach in Somalia there were more reporters 
there than soldiers. Thus once casualty rates 
start going up and the media highlights it, 
there is a discernible drop in public support 
for such operations and a clamouring to 
bring the boys and girls back home. 

Peacemaking, therefore, is the least likely 
area in which the west is willing to use force 
in the south. Yet situations requiring 
peacemaking are on the increase around the 
world. The breakup of multi-ethnic states 
and the increase in civil wan create the need 
for multinational peacekeeping and 
peacemaking forces. Such forces, however, 
are unlikely to come for the reasons mentioned 
above. Thus in the one area where intervention 
is needed it will be least available. 

Punitive Mission 

The punitive mission will be aimed against 
terrorist groups, guerrilla movements, and 
‘backlash’ states. Of these three groups the 
’backlash' stales need to be discussed because 
attacks against (hem could lead to a full-scale 
war. One of the fallouts of the Oulf war was 
the belief that in future no militarised southern 
state would be allowed to become a threat 
to international peace and security. Such 
states would be branded as rogue states, 
isolated in the international community, and 
be militarily neutralised. Iraq was the first 
rogue State to be neutralised and North Korea 
could possibly be the next one. In such a case 
the west need nor act in union, since the US’s 
military capability would be sufficient to 
prevail. Consensus, therefore, would appear 
not to be a problem. Neither, it is believed, 
would there be a need for a prolonged military 
involvement, or for a long-term troop 
commitment. In the case of North Korea, for 
example, there could be a massive air strike 
against its known nuclear facilities. President 
Clinton has also obliquely threatened to 
respond with nuclear weaponry against the 
Kim II Sung regime if it were to initiate the 
use of nuclear weaponry. Where does the 
south stand against such attempts at. 
intervention? To answer this question it it 
necessary to look at the currant state, of 
southern military capability. 

South’s Mamav Cat ability 

During the I9t0x then was a general 
upgrade in the quality of weapons produced 
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that bad extensive tdeotific-industrial bases 
iudi as Brazil; India. South Korea and Israel. 
Thai 26 countries had ongoing missile 
programmes ardrtleatf four weredevetoping 
combat aircraft (Israel, India, Taiwan, and 
South Africa). Other systems put into 
production included ships, tanks mid guided 
missiles (India, lend, and Brazil). Brazil and 
India also initiated programmes for the 
construction of nuclear-powered submarine*. 
Coupled with the development of such 
systems was the growing capability of 
southern countries to produce weapons of 
mass destruction: Libya and Iraq produced 
chemical weapons; North Korea and Pakistan 
embarked on nuclear programmes. 

By the start of the 1990s. however, the 
attempt by southern countries to advance to 
a higher technological level met with mixed 
success.* On the production side, most were 
able to expand the range of systems they 
produced and upgrade die quality of those 
systems. Certain southern states were also 
able to make advances in the production of 
electronic subsystems- Israel and Singapore 
being the most prominent examples. But 
when it came to developing state-of-the-art 
conventional weapons, the track record was 
far less successful. A number of programmes 
were cither terminated or pushed to the point 
of becoming uneconomical because of high 
development costs, technology restrictions, 
and internal pressures. The most complete 
programme to develop a supersonic fighter 
was Israel’s Lavi fighter, but thi s was scrapped 
in 1987 owing to the escalating costs and 
pressure from American aerospace firms, 
who saw the plane cutting into their market. 
India’s Light Combat Aircraft, similarly, may 
end up as a technology demonstrator, while 
Taiwan's fighter aircraft programme may be 
shelved due to the recent impon of high 
quality American and French aircraft. 

Where the countries of the south succeeded 
was in the production of tow to medium tech 
weaponry - subsonic aircraft, armoured 
personnel carriers, field guns and certain 
types of naval vessels - and, paradoxically, 
in the development of weapons of mass 
destruction. 

Southern countries were able to produce 
nuclear and chemical weapons, as well as 
bellUtic missiles which could be used to 
deliver them. The reason these countries 
were able to acquire such weaponry lay in 
(he vintage of these technologies: nuclear 
weapons are 30-year old technology: 
chemical weapons date back to first world 
war: and ballistic missiles were first used in 
second world war. Yet despite their vintage 
there weapons are not obsolescent red kill 
just as effectively as they did half a century 
ago. Thus, the southern nations were able to 
davelop these weapons even while falling to 
produce more advanced conventional 
tedmolofy. 

How does the south’s military capability 
position It to deal with the west hi a new 


international system! Pint, It should be 
acknowledged that the south’s conventional 
military capability has not developed to the 
extent it was hoped that (he modtanisation 
efforts of the 1980s would 4 tow. Thus, in 
a large-scale con vent ionai conflict asouthem 
country, if lucky, could Moody the nose of 
a western power, as Argentina did to Britain 
in the Falklmds war. in the end, however, 
the western nation would most likely prevail 
-especially if it were either the US or Russia. 
This would seem to put constraints on the 
use of force by the rising middle powers of 
the south like India, Brazil red Israel. 

But the lack of conventional capability is 
made up for by the existence of weapons of 
mas* destruction in these countries' arsenals. 
The possession of nuclear, biological and 
chemical (NBC) weapons pose a deterrent 
to the use of western force because they 
severely raise the costs of intervention.* 
Former secretary of defence Let Asptn 
acknowledged this fact in a public speech 
when he declared that, “Weapons of mass 
destruction may threaten our forces in the 
field, and in a more subtle way threaten the 
effective use of those forces.” 7 Zbignew 
Brzerinski put it more bluntly when he wrote 
that the existence of weapons of mass 
destruction in unstable nations of the world 
would dissuade western public opinion from 
intervening in conflicts in these regions.' 
The crucial problem for the west here would 
be the willingness to bear casualties. If 
dragging a dead soldier through the streets 
of Mogadishu can trigger a timetable for 
withdrawal, the death of large numbers of 
US troops in a confrontation would dampen 
enthusiasm for such military actions in the 
future. 

Not only will the western powers be 
dissuaded from intervening because of public 
opinion, but the actual use of such weapons 
in the field of conflict could have devastating 
effect! for the very allies that the west seeks 
to protect by intervening. In a North Korea- 
South Korea conflict the use of a nuclear 
weapon by the north over the south would 
not only kill American troops hut also 
devastate pans of South Korea. Similarly, if 
a southern nation were to use biological 
weapons in its opponent's territory, h would 
make the land uninhabitable for re entire 
generation. Britain tested biological weapons 
on Gurnard Island during the second world 
war, and (he island remained uninhabitable 
till the mid-1980s. Destroying re ally you 
seekjosaveisnot the ideal political outcome. 

WnSt the west sees as ks primary threat, 
thereforoitntttheacqitisitkmofmoffeMive 
capability by the south. The acquisition of 
weapons of man destruction is not going to 
alter the global military balance. The US and 
Russia will remain the principal nuclear 
powers. China, Prince, Britain and purnMy 
Ukraine wtfl be second tier nudear powers, 
red the nations of dm south will headhunt 
thirl lllnitirriTlntiniipihiiiinaiituimmi 
it restricts wresnlnnritmliiaarj itpsbilhj. 


Co ns e qu en tly, it will cons tr a i n the weal's 
ability to create its notion of a ‘New World 
Order*. It is in order to counter this potential 
threat that nations like the US are 
reconfiguring their armed forces to deal with 
the challenge posed by the south. Whm then 
can the nations of the south do to strengt h en 
their security? 

One approach would be to accept the west’s 
demands for arms control and eventual 
disarmament on western terms. This would 
involve the four remaining nuclear capable 
nations in the south - India. Pakistan. Israel 
and North Korea - giving up their nuclear 
options and signing the NPT. h would abo 
involve placing limits on conventional 
weapons programmes and the sale of 
weaponry to other nations. The problem with 
this approach is two-fold. At the more obvious 
level, it would leave regional conflicts 
unresol ved and at the same time remove the 
security which weapons of mast destruction 
pro vide to the nations locked in theseenduring 
regional rivalries. At a more fundamental 
level, it condemns the nations of the south 
to a second-class status in the emerging 
international system. 

As bipolarity ended, the debate in the north 
shifted to one of just bow dangerous a 
multipolar system was.* Bipolarity was seen 
as having introduced systemic stability while 
mulupoianty wax seen as causing instability 
because the increased number of m^jor 
powers meant a greater chance of conflict 
The real issue, however, was not the (dative 
merits of bipolarity and multipolarity in 
creating systemic stability, but what were the 
underlying assumptions behind the new 
multipolarity. Here, sadly, the dtscussiao 
rested an the assumption that nukipotarity 
meant a return to the classic multipolar 
systems of western Europe. Thus Mear-' 
sheimer. for (usance, used examples from 
past European systems to show how unstable 
multipolarity was. 

What should have berndtscimod.iamrad. 
was whether multipolarity c rea ted a new 
world order. Classical multipolarity was 
marked by cotonuli m spheres of inference, 
lack of self-determination, economic 
capaciousness and a scant regard for human 
rights. Further, the have-nots of the system 
were pawns whose territoncs could becarved 
up to suit the-demaadsof systemic stability 
The 1884Congress ofBeriht, in which Africa 
was carved up over a conference table, is a 
case in point. The post-cold war B scnsare 
does not question these rhamrttrinirt of 
m u lti p o la rity. Meerahe b uer is wonted about 
stability, Kr autham m er about whether 
nwopoHncy mi wMy c o wt vow or 
whether (he US is still the only superpower, 
nyc. wwwc rajocong ark coonpoom of 
world order, attikes the same mhtidte of 

ter stMaph. that fee new order is awa ked 
bywat—atonslintawhpwi fear a sihithltadt 
to a dWh sto n of pow e r. Nye suppores his 
srg u a u ent by giving, among others, the 



example of how private actors in the global 
capital markets constrain the way interest 
rates can be used to manage the US economy .■" 
Such interdependence, however, only exists 
among the major powers- Brazilians, Fijians 
and Rwandans do not constrain US interest 
rates - so Nye too ends up discussing a great 
power-centric international system. Since this 
attitude of the west is not going to change 
it does not make sense for the nations of the 
south to give up their last bargaining chip. 
The fact is that the new international system 
looks very much the same from the south 
- by the big powers, for the big powers, of 
the big powers. In this system the west views 
(he south's military capability as a threat to 
international order. 

If capitulation has its dangers so does 
belligerence. The American response to the 
limited success of nonproliferation efforts 
has been to develop a counterproliferation 
policy, whereby, force structures will be 
developed to counter the proliferation threat. 
Such a policy is not in the interests of either 
the west or the south: it would turn the south 
into a battleground which is devastated by 
weapons of mass destruction: it could also 
Icadtolarge-scalecasualticsin western forces. 

Second, much of the proli I'eraiion I iterature 
emerging from (he south in the heyday of 
the cold war on weapons of mass destruction 
focused on providing a rationale for the 
south's possession of such weapons." These 
arguments usually included the existence of 
genuine security threats, the lack of guarantees 
from the major powers, and the lack of 
progress by the major powers in the area of 
disarmament. Basically this debate was 
adversarial in nature since it saw the south 
staving off the west's nonproliferation 
efforts. With the cold war dead the south 
needs todiscuss its capability in a new context. 

Thf Smith's Options 

The middle powers of the south need to 
recognise that the end of bipolarity has 
provided the means to restructure the 
international system so that the south has a 
great say in international outcomes. Part of 
the early Indian debate, for instance, 
concerned what kind of role a nuclear India 
would play in a international system. At that 
point of time some Indian scholars argued 
that Indian possession of nuclear weapons 
would most likely lead that country to become 
a status quoist power within the international 
system. 13 The middle powers of the south 
need to make the same argument now. Most 
southern nations which still have nuclear 
programmes have stakes in the continuation 
of the present international order because of 
the growing economic linkages around the 
world. Israel. India. Pakistan, andeven North 
Korea, all need western economic assistance 
and more importantly, investments, to 
continue to transform their economics. 

Further, the death of the cold war resolves 
some of the early concerns of the non-al igned 


movement; the prospects of a global 
Armageddon are now negligible: the US and 
the former Soviet Union states arc reducing 
their nuclear arsenals; and most of the nations 
of the world - developed and underdevelop¬ 
ed - are concerned about the fate of their 
economies. Indeed, Jawaharial Nehru saw 
future global security lying in such a shift 
of emphasis. What the south needs to do, 
therefore, is to prevent western attention 
from being diverted to future militarisation, 
yet at the same lime retain its capability for 
self-defence. It is in this context that declaring 
oneself a status quoist power makes sense. 

Becoming a status quoist nation docs not 
mean disarmament. Instead, it requires taking 
initiatives which convince the major powers 
that the middle powers of the south are 
willing to preserve certain common security 
norms. One such proposal could entail a 
southern guarantee to prevent the transfer of 
weapons of mass destruction and the 
technologies associated with it. Such a step 
docs not endanger the security of southern 
stniesand instead fits intotheongoing policies 
of some of the southern states. While Brazil. 
China and North Korea in the 1980s were 
willing to transfer missile technology to 
Middle Eastern nations, India in the I*)KOs. 
according to V Arunachalam. then director 
of defence research and development, turned 
down $ 200 million worth of sales to Iraq. 
Pakistan, similarly, despite its rhetoric about 
the ‘Islamic Bomb', rel used to transfer nuclear 
technology to Libya. Such a guarantee would 
not really harm southern interests yet at the 
same time would assuage western fears about 
the proliferation of weaponry. 

Second, southern states have to come up 
with their own proposals for peacekeeping 
forces. The need lor such missions is 
becoming all the more widespread, even as 
the western powers are weakening in their 
will to curry out such missions. Southern 
states could earmark military units within 
(heir armed forces for deployment around 
the world. These nations could also spceily 
in what situations and whui geographic 
regions they ore willing to allow their forces 
to serve. Another aspect of such a policy is 
that it would shill (he debate on the use ol 
such force from the great power-dominated 
Security Council to the more democratic 
General Assembly. Repeated use of the UN 
General Assembly for proposing such 
operations would increase the effectiveness 
and the democratic naiurcof that international 
organisation. t 

A third step would be to coliuhoriA with 
the arms industries of the northern countries 
to build new weapons systems. The major 
cutbacks in northern defence spending have 
left these nations' arms industries struggling 
to find new markets. At the same time, 
southern arms industries have run into bottle¬ 
necks while trying to produce new systems. 
If the southern states were to actively seek 
collaboration it would create an 
interdependence in the arms market which 


would havefavwjr*l^imj«catlt»»f(ifboth 
the north and the south. The north would 
benefit in terms of higher employment 
levels and the survival of key industries. The 
south would ucquire new systems. More 
importantly, such collaboration would create 
linkages which would stress the value of the 
south to the north. Israel, for instance, is 
already pursuing such a strategy. 

In conclusion the security of the south lies 
in trying to create a meaningful role for itself 
in international affairs - a role which breaks 
the outdated conception of multipolarity and 
shifts it towards a more democratic 
international system. Tough bargaining and 
the willingness to work with the major powers 
is Use first step in this process. 
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TUraing Health Into an Investment 

Assaults on Third World Health Care 

David Werner 

Too often high-level health and development planners get so 
absorbed in the macro issues of health economics that they lose sight 
of the micro iisues. Little research has been done to examine the 
extent to which the money poor families spend on health care affects 
their nutritional status, and thereby their health and survival, 
particularly of women and children. Yet these questions are crucial 
especially in the context of the current assault on health care 
unleashed by the west. 


IN (pile of the acclaimed goal of health for 
all. in recent yean formal health services 
have become incieasingly inaccessible to 
the growing numbers of destitute people. 
The reason largely economic. At the same 
time that poverty is deepening in many 
nations, rich and poor, the costs for basic 
health care are being systematically shifted 
from the public sector to the individual 
consumer. 

Since the early 1980s the imome gap 
between rich and poor has been widening 
between countries and within lb -m. Today 
over one billion persons - one hi five of the 
world's people - try to survive on less than 
one dollar per day.' In many countries, 
minimum wages have fallen so low that they 
do not cover the family's basic food needs. 
On a recent visit to Bolivia. I was told it now 
lakes seven official minimum wages to 
adequately feed a family of five. No wonder 
a lot of Bolivians grow coca - or chew it to 
stave off hunger. And no wonder over half 
of Boli via's children show signs of stunting. •’ 
Too often high-level health and development 
planners get so absorbed In macro issues of 
health economics that they lose sight of the 
micro (or human) issues. They focus on how 
health ministries faced with increasing 
demands and shrinking budgets can function 
‘co*t effectively’ rather than on how 
impoverished families can cope with falling 
wages and rising costs of both food and 
health service*. Little research has been done 
to examine the extern to which the money 
poor families spend on health care affects 
the nutritional status, and thereby on health 
and survival, especially of women and 
children. Yet such questions are of crucial 
importance when considering the current 
trends towards privatisation and cost 
recovery. 

Bver since the western medical model was 
introduced into KMthern countries in colonial 


times, it has been a two edged sword. Its 
urban-based, doctor controlled, expensively 
equipped 'disease palaces' have always 
catered to the privileged. 1 The lew health 
scrvicesdirected at the'natives' were mainly 
designed to keep them productively working 
in plantations and/or factories owned by the 
rich. Thus in the colonial era. health for the 
poor was not seen as a right, but as a 
requirement lor well-managed performance 
of labour. 

In the post-second world war era. there 
was an evolving social consciousness that 
all people arc entitled to the same basic 
rights and that society has a responsibility 
to make sure the basic needs of all people 
ore met. regardless of gender, race, class, and 
relative ability or disability. As a part of this 
new basic needs approach, development 
planners sought ways to make western 
medical and health services more widely 
accessible to underserved third world 
communities. Thus rural dispensaries were 
set up and staffed by modcslly-uaincd health 
auxiliaries. While this 'rural penetration' of 
western medicine brought some benefits, it 
also created new problems. One was added 
costs to consumers. Even where services 
were subsidised, travel to the dispensaries, 
which were few and far between, involved 
time and expense. Medicine*, when available, 
were often costly; or sick persons were 
referred to a distant hospital at still greater 
costs to the poor family. Under the influence 
of new wonder thugs, people's faith in tow- 
cost home remedies began to decline. A pill 
for every ill' became standard treatment and 
injections acquired a magical ethos. Budding 
multinational pharmaceutical companies 
cap i uhs od on thU growing drog dependen cy . 
The m e flc aH s aHon and conunerrlaliiarion 
of health care, together with an erosion of 
traditional farms off self-care, became a 
growing obatacte to health. 


Health Case an Osstao-F to Health 

Several years ago a group of village health 
workers from Mexico and Central America 
went to the Philippines to exchange ideas. 
Near Tacloban we visited the Makapawa 
community-based health programme. 
Among other innovations, local health 
workers had organised neighbourhood 
groups to make their own herbal medicines 
for common ailments. These combined 
traditional lore with modern science. Cough 
and coki syrups contained bitter orange, 
high in Vitamin C. An 'ABC drink’ for 
diarrhoea was an oral rehydratkm mix with 
tasty herbs added. In festive gatherings, men. 
women and children took part in preparing 
these handy home remedies. 

The Mahipawa health workers proudly 
told us that after only two yean child 
malnutrition and mortality had decreased. 
We asked why. They said it might be the 
nutrition training for mothers during ‘under 
fives' climes. But the mothers present said. 
“Not so! For yean visiting none* have 
lectured us on how to feed our children. If 
we don't feed them right, its for lack of 
muney. nor know-how " Yet the mothers con¬ 
firmed that current wages were lower than 
before. So why. weasked. had then children's 
health improved? At first, no one had an 
answer. We asked how much the mothers 
werespendingonheahheare: herbal methanes, 
modem medicines, travel to doctors, etc. The 
average turned out to be 10 to 12 per cent 
of family eanungs. We said this was low 
compared to other lands wc had vnticd. 
where some poor families spent 30 per cent 
or more of their earnings on heaMwdaied 
expenses. Then one mother said. “We don't 
spend nearly as much now as we used to." 
Others agreed. Befo re th e progr a mme began 
some families had spent over 40 per cent of 
their earning* on health-related costs. Thor 
hungry children were constantly getting sick. 
A family would first spend on a witch doctor, 
then on modem tonics and cough syrups, and 
finally on costly trips to city doctors and 
hospitals. In em e rg encies they had to borrow 
from 'loan sharks’, and pay back for years. 
If their children recovered, little money was 
left to feed them and soon they Ml ill again. 

“But now when our children have coughs 
or colds or diarrhoea wc give item our 
home-made medicines'', explained one 
mother. That leaves more money for food 
(and for medical help when really needed). 
So our children are fatter and get skfc less 
often. Westvc even more on heahh expe n s es. 
So we can feed our children still better! And 
now they die ten often!** 

“Youknawwhatw e’ resayinf 1 " exebureed 
am mother. We're saying it was what we 
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were spending on health care that was 
killing our babies?" Thus the mothers 
recognised (hat by avoiding some of the 
high costs of commercial medicine, and by 
rediscovering the valueofcertain traditional 
forms of healing, they could better protect 
theirchildnen's health. Another factor, they 
realised, was that their health workers had 
helped-them organise and share in times 
of need, to avoid falling prey to the loan 
sharks. 4 

By the late 1970s. wide recognition that 
the western medical model was still failing 
to adequately improve third world health 
levels led to growing demand for reform. 
In 1978 the World Health Organisation 
(WHO) and UNICEF convened the famed 
global conference endorsing the Alma Ata 
Declaration. To advance toward Health for 
All by the Year 2000. the declaration called 
for a potentially revolutionary approach. 
Primary health care (PHC) was conceived 
as a comprehensive strategy that would not 
only include an equitable, consumer-centred 
approach to health services, but would 
address the underlying social and political 
determinants of health. It called for 
accountability of health workers and health 
ministries to the common people and for 
social guarantees to make sure that the basic 
needs - including food needs of all people 
are met. In recognition that socially 
progressive change only comes from 
oiganiscddemand, it called for strong popular 
participation. Unhappily, these high 
expectations of Alma Ata have not been met. 
Today. 17 yean later, it is painfully evident 
that the goal of Health for All is growing 
more distant, not just for the poor, but for 
humanity. Some critics say that primary 
health care has failed. Others protest that it 
has never really been tried. 

Strategically, there have been three major 
events that have sabotaged the revolutionary 
essence of primary health care: (I) the 
introduction of selective primary health 
care at the end of the 1970s. (2) structural 
adjustment programmes and the push tor 
user-financed health services, introduced 
in 1980s. and (3) the take over of third 
world health care policy-making by the 
World Bank in the 1990s. All three of these 
monumental assaults on primary health 
care are a reflection of the prevailing 
regressive socio-political and economic 
trends. 

Seleoive Primary Health Cash 

No sooner had the dust settled from the 
Alma Ata Conference in 1978, than top- 
ranking health expens in the north began to 
trim the wings of primary health care. They 
asserted that, in view of the global recession 
and shrinking health budgets, such a 
comprehensive approach would be too costly. 
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If any health statistics were to be improved, 
they argued, high risk groups must be 
'targeted* with a few cost-effective 
interventions. This new politically-sanitised 
version of PHC was duhhed selective primary 
health care. 

UNICEF had been a strong advocate of 
Comprehensive Primary Health Care as 
declared at Alma Ata. But frustrated by the 
unwillingness of major donor agencies and 
health ministries to seriously promote such 
a radical model, and pressured by the socially 
retrograde political climate of Ihc 80s, 
UNICEF soon compromised. It begun to 
advocate selective PHC as being more 
'realistic'. Through its so-called Child 
Survival Revolution - which some critics 
called a counter-revolution - UNICEF 
prioritised four interventions known as 
GOBI (growth monitoring, oral rchydra- 
uon therapy (ORT). breast - feeding, and 
immunisation). UNICEF lalcr attempted to 
broaden its limited package of health 
technologies to GOBI-FFF (adding food 
supplements, female education, and family 
planning). Bui in practice, in most ctiumnes 
PHC became even more selectively reduced 
to the twin engines of Child Survival: ORT 
and immunisation. 

The global child surtri val campaign quickly 
won high-levd support. For those in posit ions 
of privilege and power, it was safe and 
politically useful. It promised to improve a 
widely accepted health indicator, namely, 
child mortality, while it prudenlly skirled 
(except in rhetoric) the social and economic 
inequities underlying poor health. Not 
surprisingly, many health professionals, 
governments, and USAID quickly jumped 
on the child survival hundwagon. Even the 
World Bank - which had previously not put 
much investment in health - begun to lend 
its support. But technological solutions can 
only go so far in combating health problems 
whose roots arc social und political. 
Predictably, the child survival initiative has 
had less impact than was hoped. Over 13 
million children still die each year i roughly 
the same number as IS years ago. although 
the percentage is somewhat reduced). Most 
of these deaths still are related to poverty 
and undemutrilion. 

It has become increasingly clear that 
reducing child mortality through selected 
technological interventions Aloe* not 
necessarily improve children’s health or 
quality of life, especially if Ihey do little 
to combat poverty or improve living 
standards. During the 1980s a disturbing 
pattern began to emerge in the health 
indicators of some poor countries: while 
child mortality rates dropped, undernutrition 
and morbidity rates increased. Such a pattern 
bodes an ominous forecast. And sure enough, 
in the late 80s and early 90s in many countries 
the decline in child mortality rates has now 


1 


•WVnrP Ov nrows -WCp hI SbyWp Cl 

(especially in nb-Saturan Africa) chiW 
mortality is increasing/ 

Equally disturbing, the two most heavily 
promoted technologies for reducing child 
mortality are proving difficult to sustain. 
Since the start of the 90s, there has been a 
backslide both in OrafRehydration Therapy 
usage and Immunisation coverage* The 
recent decline in immunisation and 
corresponding increase in polio cases are 
shown on the two graphs from UNICEF's 
Stole of the World's Children Re/ion, IW4. 

As for oral rehyd ration, even Egypt's national 
programme - long upheld as l he great success 
story - has in the 90s experienced a 
precipitous decline in ORS usage rates: from 
more than 50 per cent, down to 23 per cent/. 

The disappointing and in some countries 
diminishing impact of Oral Rchydralion 
Therapy can in port he explained by structural 
adjustment policies, which have methodically 
shifted the costs of health services and 
products onto the poor. But it is partly due 
to the dependency-creating, discmpowenng 
way the technology was introduced. As we 
ail know, there are two basic approaches to 
ORT: (!) manufactured packets or oral 
rchydralion salts (ORS), and (2) ‘home 
lluidsVSimngencourugcmentofappropriate , 
home fluids promotes greater self-reliance 
and control over diarrhocal disease at the 
family and community level. Home fluids 
are less costly, more rapidly und reliably 
available, whim prepared with cereals or 
starches can he saler and more cflccti vc than 
the sugar-based ORS formula. 

But from the start. WHO. UNICEF and 
USAID put their biggest invcstmcm mlo 
laciory-made packets, thus pharmuceuirea¬ 
lising a ‘simple solution' and creating 
dependency on a product whose price and 
availability lie outside lamily and ci immunity 
control. At first ORSpackclswcrcdistributcd 
free. But when health budgets were slashed 
by adjustment policies, health ministries were 
pressured lo privatise both production and 
distribution. This commercialisation of a 
potentially "life saving technology", means 
that today many poor families spend up to 
one-lourthot their day's wage for onepacket ' ‘ 
of ORS. Since undernutrition is Ihc 
predisposing cause ni death from diarrhoea, 
it is easy to see how social marketing that 
induce! poor families to spend their limited 
food money on ORS packets may be 
counterproductive in terms of lowering child 
mortality. However, virtually no studies have 
been done to determine how family 
expenditure on ORS may negatively effect 
child nutrition and survival. ■. 

Apart I rom promoting needless spending 
by poor families, privatisation of ORS has ' 
made teaching about oral rehydratiun more f 
problematic. As you know, here in India t 
there is an array of ORS products m the ■ 

f 

4 IV 1 W -*■*». 4 ‘ 



market, designed for miiilitfwithcjtuimHfM 
W water ranging from one litre to I A3, 
1/4 and 1/3 rff a litre. This wide variation 
makes it Impossible to teach families how 
to mix u safe an effective ORS drink. All 
the health worker can tell mothers is. 
"Follow the instructions on each puckct". 

But in a land where most women cannot 

*> 

read, following such instructions is not 
easy. The probability of preparing 
dangerously concentrated ORS drinks has 
increased. 

Wisely, in the last few years. UNICEF 
and WHO have begun to place more 
emphasis on increased home fluids and 
continued feeding (including breast¬ 
feeding) rather than such disproportionate 
emphasis on OR.S packets. But after a 
decadent marketing the packets as a wonder 
drug, it is proving difficult to re-educate 
people (andespecially health practitioners) 
that they can save both money and lives 
by using appropriate home drinks. Some 
health activists draw a parallel between the 
misdirected promotion ot OR.S packets and 
that ol holllc-leeding. Both involve 
commercial products which arc more costly, 
more nutritionally counterproductive, more 
dependency-creating, and moreexploilalive 
of the poor, than are (he corresponding 
home drinks. Zimbabwe is tine country 
that has taken a courageous stand in favour 
of home solutions and hus refused to use 
ORS packets. The Zimbabwe health 
ministry firmly refuses to let ORS packets 
be used even in health centres, on the 
grounds that this would make people 
think home drinks are a second best 
substitute. Instead, nurses teach mothers 
how to prepare and give (he same 
rehydrution drinks they are encouraged lo 
use at home. 

SnumviiAi. Aiuustmkki Pkixirammks and 
Cos'1-Rwxiwky PlJVNS 

The next big set-hock to primary health 
care has been the introduction, during the 
1980s, of structural adjustment programmes 
(SAPs). Engineered by the World Hank and 
IMF,(SAPs are. in essence, a way of making 
poor people pay forthc irresponsible lending 
by the rich in the north to the rich in the 
south. By the beginning of the 80s. the 
’development' strategies imposed by the 
north on the south had begun to backfire. 
The Big is Beautiful development 
paradigm - pushed in the 60* and 70s by 
huge loans from northern banks - made 
poor countries mote dependent on the global 
market with its ruthless ups and downs. 
With the introduction of large-scale, 
machinery-intensive agribusiness and 
industry, land and wealth concentrated into 
fewer hands. Landlessness, unemployment, 
poverty, and hunger increased. Growing 


unrest brought more repressive measures 
of social control. Even in countries that 
experienced 'economic miracles', like 
Brazil, real earnings of workers drastically 
declined. More trickled up than trickled 
down. In sum. for vast numbers of people 
development really meant underdevelop¬ 
ment. It brought deteriorating living 
conditions and denial of haste rights. 

But troubles were jusi beginning. By the 
stun ol the 80s poor countries were faced 
with staggering foreign debt. Huge interest 
payments olfsct any benefits from economic 
growth. As third world economies began to 
falter, nonhem hanks withheld new loans, 
and scores of countries went into a fiscal 
lailspin. Some - beginning with Mexico in 
1982 - announced they simply could not 
pay. The hanks with billions ol dollars in 
loans to poor countncs, feared economic 
collapse if debtor countncs defaulted on 
their loans. 

Then the World Rank and IMF came to 
the rescue (prinianly ot the northern banks). 
They gave countncs in crisis bail-out loans 
lo keep servicing their huge debts and 
hopefully to restore economic growth. But 
strings were attached to these loans, mainly 
in the lorin of structural adjustment 
programmes. SAPs were designed to 
streamline poor country economics so as lo 
tree up money lor servicing foreign debt, 
and to hind poor countries into international 
trade accords that favour big business and 
free market' interests in the north. SAPs 
have usually included the following 
components: cutbacks in public spending: 
privatisation of government enterprises: 

I reeving of wages and Irccmg of prices: 
increase of production for export rather 
than for local consumption: reducing 
tariffs and regulations and creating 
incentives to attract foreign capital and 
trade: and reducing government deficits by 
charging user tecs for social services, 
including health. 

In sum. such policies add up to 
"transferring resources to investors and 
lowenngpayments to labourers"." Inevitably, 
they hit the poor hardest. Budgets for so- 
called 'non-productive * government 
initiatives such us health, education, and 
food subsidies are ruthlessly slashed, while 
Moated military expenditures were mostly 
left untouched. Public hospitals and health 
centres were sold to the private sector, pricing 
their services out ot reach of the poor. Falling 
real wages, food scarcity, and growing 
unemployment due to government layoffs 
all joined lo push kiw-income families into 
worsening." 

The overall impact of adjustment has been 
hotly debated. At first the World Bank denied 
that structural adjustment has butt the poor. 
(This is like the tobacco industry saying 
there is no proof that smoking causes lung 
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cancer.) More recently, the Book has 
conceded that adjustment may have caused' 
temporary hardships for low income 
families, hut that such austerity (starvation 
of children?) is necessary to restore 
economic growth. Ignoring the historical 
record, the Bank still seems to think that 
by helping the rich get ncher. the benefits 
will somehow metric down lo the poor. But 
the evidence is overwhelming that structural 
adjustment, linked with other conservative 
trends in recent years has caused a major 
sci-back to third world health.“'The World 
Bank defends us strategies with reports 
and graphs showing that over the past 30 
years third world health has steadily 
i mproved. However, these reports shrewdy 
downplay the fact that in many countries 
improvements in health have slowed down 
or slopped since the mid-80s. and more so 
in the 90s." In some countries rates of 
undemutntinn. tuberculosis, cholera. STDs, 
plague, malaria, and other indicators of 
deteriorating conditions, have been 
drastically increasing. 

in spite of a modicum of development aid 
from the north, in die 1990s more than S 60 
billion net flows each year from the poor 
countries to the rich. GATT and recent 'free 
trade’ agreement, as currently drafted, are 
mure likely lo increase than decrease this 
inequity. Today, the income of the richest 
20 per cent ol the world's inhabitants is 
140 times as great as that of the poorest 
20 percent. And worldwide the gap between 
rich and poor has grown 30 per cent in the 
last 10 years. Although enough food is 
produced in the world to teed all people 
adequately, according to the UNDP nearly 
one quarter of the world's people do not 
get enough lo eat. 

User-financing or cost recovery schemes, 
together with juivatisation of public health 
services are among the adjustment policies 
mandated by the World Bank and IMF 
UNICEF has also promoted user-financing 
of village health posts through the so-called 
Bamako Imitative, now lunct inning in many 
African countries and elsewhere. While 
UNICEF has some reservations about the 
initiative, it argues that in today's hard times 
it secs no better alternative; Cutbacks in 
health budgets during the 80s resulted in 
closure of many rural health posts, largely 
for lock of medicines. UNICEF knows that 
people want medicines and are willing to 
pay fur them So through Bamako, consumers 
are charged enough for drags to keep (he 
health posts stocked and functioning. 
UNICEF has med to make the Bamako 
Initiative user-fnendly and community 
controlled <c f. UNICEFs Adjustment with 
a Human Face).'-' Indeed, the pro g ramme 
does have a number of positive features. For 
one. only essential drags ore used (although, 
perhaps co un terp rodurt i vefy. ORS jwcfcm 
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«sold as an esaeutial drug'far home use). 
Alio, in tome of the Bamako community- 
run health posts I have visited, local 
participation has been active and enthusiastic. 
. But many cost-recovery schemes have 
serious -gnd perhaps life-threatening - 
drawbacks. Just .because poor families are 
willing to pay for medicines does not mess 
they can afford to psy for them. As we saw 
in the Philippines, poor families often spend 
for medicine the last petwievthey need to 
feed their sick children. And-wben health 
posts are financed through sale of drugs, 
the temptation to over-pre&ribe is great. 
Also, because the poorest families get'sick 
most often and tend to require more 
■medication, they may carry more than their 
share of costs for the health post. While 
Bamako has provisions to charge less to 
the poorest of the poor, such safety nets 
work better on paper than in practice. 
Studies in some countries have shown that 
when cost-recovery has been introduced, 
utilisation of health centres by high risk 
groups has dropped. For example, in.Kenya 
the introduction of user fees at a centre for 
xxually transmitted di teases caused a sharp 
decline in attendance and an increase in 
untreated STDs. 1 ' 

Whatever, their short-term impact, the 
introduction of these so-called cost-sharing 
schemes has disturbing long-term social and 
ethical implications. It represents a retreat 
from progressive taxation, where society 
takes from the prosperous to benefit the least 
fortunate, in a sense of fairness and sharing. 
Placed in historical perspective, when 
decision-makers begin to inflict destitute 
and undernourished people with an increased 
portion of health-related costs. this is a great 
step backwards. It means that for those in 
greatest need, health care it no longer a 
human right. 

World Bank Takeover of 
Health Policy Planning 

The World Bank’s 1993 World Develop¬ 
ment Report. Investing in Health, lias put 
the last nail in the coffin of the Alma Au 
Declaration. 14 Turning Health into 
Investment would be a better title, for the 
Bank takes a debumanisingly mechanistic 
marketplace view of both health and health 
care. When stripped of its humanitarian 
rhetoric, its chilling thesis is that the purpose 
of keeping people healthy is to promote 
economic growth. Were this growth to . 
serve the well-being of all, the Bank’s 
intrusion into Itealth care might be more 
palatable But the * ec o nomic growth’ which 
the Bank invariably promoter as the goal 
and measure of ‘development’ has 
invariably benefited large multinational 
corporations, often at great human and 
jf environmental cost. The World Bank tells 
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must take direct measures to emniaUe 
poverty. Yet the Bank hat to consi s t e n tly 
financed projects and policies which 
worsen thp situation of,'disadvantaged 
people that we must question its ability to 
. change its course. A growing number of 
critics suggest Uiat perhaps the most 
effective step the World Bank could take 
to eliminate poverty would be to eliminate 
itself. / 

On firtt reading; the Bank's strategy for 
improving health status worldwide sounds 
comprehensive, even modestly progressive. 
It acknowledges the economic roots of ill 
health, and states that improveme n ts in 
health are likely to result primarily from 
advances in noh-health sectors. It calls for 
increased family income, better education 
(espec 1 a I ly for gi rk >, greater access lohealth 
care, and'u locus on basic health services 


and health, servicer thus pricing many, 
interventions beyqutf the reach of those In 
greatest need. 

So we And the Baalfs new health policy 
la old wine in new bottlsa: e rehash of me 
r onae rvnti va stra t eg i cs that have systemati¬ 
cally dcniMcompreheflalve primary health 
care-but with the added shackles of 
structural adjustment In essence, it is a 
market-ffiendy version of selccti ve primary 
health care, which includes privatisation of 
medical services and user-financed cost 
recovery. 11 As with other selective PHC 
schemes, it focuses on technological 
interventions and glosses over the social 
and legislative determinants of health; 
issues such as legalisation of abortion and 
abandoned children. One reviewer (David 


rather than tertiary and specialist care. It 
quite right ly crit icises the persistent iniquity 
and inefficiency of current third world 
health systems. Ironically, in view of its 
track record of slashing health budgets, it 
even calls for increaaed health spending. 
...So far so good. But on reading further, 
we discover that under the guise of 
promoting an equitable, cost-effective, 
decentralised, and country-appropriating 
health system, the World Bank’s key 
recomfiaendutinns spring from the same 
son of structural adjustment paradigm that 
has worsened poverty and lowered levels 
of health. 

According to the Bank's prescription, in 
order to save ‘millions of lives and billions 
of doliani’ governments must adopt "a three 
pronged policy approach of health reform: 
(!) Foster an ensiling environment for 
households to improve health; (2) Improve 
government spending in health; (3) Promote 
diversity and competition in the promotion 
of health services." 

There recommendations are said to reflect 
new thinking. But stripped of their Good 
Samaritan face lift, and reading the Report’s 
fine print, we can restate these three prongs 
more reveaiingiy: (I) "Foster an enabling 
environment for households to improve 
health" means requiring disadvantaged 
families to cover the costs of their* own 
health care... in other words, fee jor service 
and cost recovery through user financing: 
putting the burden of heaMi costs back on 
the shoulders of the poor. (2) "Improve 
government spending in health" means 
trimming government spending by reducing 
services from co mp reh en sive coverage to 
a computerised selection of cost-effective 
measures... in other words, a new brand 
of selective primary health care. (3) 
"Promote di verxity and competition" means 
turning over to private, profit-making 


Legge)observes that the World Bank Report 
is "primarily oriented around the technical 
fix ntherthan any locus on structural causes 
of poor health; it is about healthier 
poverty". ■* 

The Bank prioritise heelth interventions 
by calculating their relative cost effective¬ 
ness. This is measured by At number of 
disability adjusted Aft yean (DALYs) 
saved through each intervention. The cost 
of each intervention is weighed agahm the 
person's potential ‘productivity’ (I e. 
contribution to economic growth). Bach 
disease and eihwanl is classified acsordint 
to ho w many veers of prodocti vc (disability 
free) life the individual loses as a result. 
The Bank has atudied and prioritised 47. 
different public health and cliaical 
interventions, expressing their benefits ha 
DALYs achieved. For example, leukaemia 
treatment is not cost-effective, only 10 
DALYs being saved for S 10.000, while 
Vitamin A supplementation achieve* 
nearly I DALY for $ I. 

In calculating DALYs. years of 
productive life lost are weighted according 
to age and work potential. Hence children 
and the elderly have lover value than young 
adults, and presumably disabled persona 
who are unable to work are awarded aero 
value and therefore * have little or no 
entitlement to health services at public 
expense. The very term Disability Adjusted 
Life Years is an affront to diaabled 
persons. (The DALY prioritisation method 
which authoritatively deprecates disability 
has the stench of eugenics. Disabled 
activists need to join with health right* 
activists to protest this potentially neo- 
fascist policy.) 

The Investing in Health Report advocate* 
that governmenta should favour, an 
env i ro n m en t that enable* households to 
improve health. Bill10 do this it domnot 
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TMilfani h*uad..»» i hw yi < it mmnmii 
economic growth policies backed by 
structure! adjustment programmes which, it 
claims, wilt aveqbMlty rats* income per 
capita. !• making this recommendation, the 
Saak ignore* the tact that in many countries 
with SAP* avenge per capita income ha* 
plummeted. Even is countries whose 
econo mic* have partially recovered, moat 
gain* have bean p o cke ted by die wealthy; 
poor people'* real income bn* tended to 
dec li n e 

With it* call for "jester diversity and 
competition in the provision of health 
services, promoting compctitivcprocuremcru 
practices, fostering greater involvement by 
non-government and other private 
organisations, and regulating insurance 
markers’*, the Bank’s new policy for the 
third world sounds suspiciously like the 
health pare model of die US. It argues that 
private health care for individuals gives 
more choice and satisfaction and is more 
efficient. But there is little evidence to 
support this claim. The US health system, 
dominated by a atrong profit-hungry 
private sector, is by far the most expensive 
in the world, yet US health statistics are 
the worst among the northern industrialised 
nations. Indeed some US health indicators 
are worselhan those of certain third world 
countries Most striking is the extreme 
iniquity of the US health system; 
Washington. DC. with its large low-income 
population, has poorer child and maternal 
mortality rates than Jamaica. 11 Several US 
inner cities have immunisation rates as low 
as 10 per cent and for the last several years 
deaths from measles in the US have been 
increasing.'* 

The commercial medical establishment 
and some large NGOs have celebrated the 
World Bank's Investment in Health strategy 
as a 'breakthrough' toward universal, 
more cost-efficient health care. But most 
health right* activists see the report as a 
masterpiece of disinformation, with 
dangerous implications. They fear the Bank 
will impose its recommendations on those 
poor countries that can least afford them. 
With its enormous money tending capacity, 
the Bank can force poor countries to accept 
iu blueprint by tying it to loans, as it has 
<tam with structural atyustasent. In addition 
the Bank states that it will encourage the 
donor community "to waist by financing 
the transition coats, especially in low- 
mo o t c ouw tri as". 

Ou. sea OuoamWd PnoTwrr 

It la an oatfcwu* sign when > giant 
financial InstRwioa with sucb strong ties 
to MgfeyenMMM and big business bullies 
its way into fht Held of health care. Yet 


according it glut British medical jififfnal 
TV foMccr. the World Bank is now moving 
into But place as the globe! agency most 
influencing IteaWi policy.leeving the World 
Health Organisation fat a weaker second 
piece. 1 * Despite ail its rhetoric about 
alleviation of poverty, s treng thening of 
houscfaoidt.and more eqmluhiesnd efficient 
beatth care, the central function of the World 
Bank remains the same: to draw the rulers 
and gover nm ent* of weaker stales into a 
global economy dominated by large 
multinational corporations. Its loan 
pro gr a mm es, development priorities, and 
adjustment policies have deepened 
inequalities and contributed to the 
perpetuation of poverty, ill health, and 
deteriorating living conations for at least 
one billion human beings. 

In various parts of the world, concerned 
groups are attempting to engender a 
broad-based protest of the pernicious 
policies of the World Bank and IMF. Health 
Action International has put together a 
packet of writings from a wide variety of 
sources, criticising the 1993 World 
Development Report and alerting health 
activists to oppose it. Covering a broader 
critical analysis. "SO Years Is Enough" is 
an international coalition organised 
around the 50th anniversary of the World 
Bank and IMF. Involving scores of 
environment, development, religious, 
labour, student, and health groups, it 
represents an unprecedented worldwide 
movement to reform these. International 
Financial Institutions. At the same time, 
many groups and networks around the globe 
are working on health and de vel opm en t 
issues from a grass roots perspective, 
trying to listen and respond to what people 
warn. They are attempting to create broad 
public awareness of our cu r ren t global 
crises, and to organise a grounds well of 
pressure from below on the world's policy- 
making bodies. Two such grass roots 
coalitions based in the south are the Third 
' World Network based in Malaysia, and the 
International People’s Health Council, 
based in Nicaragua. 

It is urgent that all of us concerned with 
the health and rights of disadvantaged 
people become familiar with the World 
Bank's Investing in Health Report. We 
must speak out dearly about the harm iu 
policies are likely to do, and clarify whose 
interests those policies serve. New 
commumcatioM methods -are n ee ded to 
alert ordinary people to far-reaching 
concerns, and to counter massive 
d isi n f o rm a ti on, which h as b e c ome the anaat 
effective strategy of social ouatroi. Never 
bm the need been greater foraco-nrdflmiad 
global effort to dsasand that world tenders 
and policy-makers be stteotmufeic to 
hu m ani ty . 
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Panchayat Raj and India’s Two Societies 

T V Sathyamurthy 

New Horizons for West Bengal’s Panchayats: A Report for the Government of West Bengal by Nirmul Mukaiji and 

D Bandyopodhyay; Government of West Bengal Publication. Calcutta, pp 69. 


THE Indian Constitution was fashioned in 
an atmosphere in which the political elite 
was committed to a unitary view of the posi- 
colomai state. The reason for this lay in a 
number of inter-weaving factors of which 
the partition was but one. Of equal importance 
to partition in this regard was the signifi¬ 
cance attached by the trainers of the Consti¬ 
tution in general, and the Congress Party in 
particular, to the emergence of a single 
cohcsi ve over-arching and all-encompassing 
nation state. The Indian national bourgeoisie 
and their supporters were of the view that 
the development of capitalist relations of 
production in India was bound up with the 
emergence of an ever-expanding market, 
and. towards this end. at least in the medium 
run. with the establishment of a system of 
centrally-planned production ol Ihc essential 
ingredients ot a modem industrial economy. 
A power structure, in which the centre would 
he disproportionately powerful, was crucial 
to the achievement of this goal. 

The central government, for its part, and 
the Congress Party that look control of it 
in 1946. strongly subscribed to Ihc view thai 
its rule was to reflect and represem ihc 
interests ol the Indian national bourgeoisie 
(equated with the industrial bourgeoisie 
during the first phascot India's post-colonial 
history), whilst acting as a controlling force 
in keeping the mass of the people land, in 
particular, the working classes) in check. 
The homogeneity of the power wielding 
elite at the centre and in the states (as well 
as its interchangeability between the two 
foci of political power), during ihc first two 
decades of independence, gave rise to the 
illusion that the Indian slate could he 
controlled in a harmonious fashion hy those 
in power at the centre and in the stale capitals 
at the head of the various slaty’ governments. 

However, even the mildest tendency 
towards dissident*, let alone autonomy, was 
met with a disproportionate show of force 
by an intolerant centre, always ready to 
interpret independence of thought as an 
unpatnotic and anti-national act. Thus, over 
five years before the Kerala state 
democratically relumed a CPi-led govern¬ 
ment to power (1957), the PEPSU govern¬ 
ment. which had changed hands as a 
consequence of a minor democratic 
houleverxi-iuem in the assembly, resulting in 
the Congress Party losing its majority, was 


immediately brought to heel hy the centre. 
President's rule was hastily invoked for the 
first time. The errant ministry was dismissed 
as a prelude to political manoeuvres aimed 
at restoring the Congress Party to power - 
an unusual augury ofthc political difficulties 
that were to he compounded in thai sensitive 
areaot the relationship between the different 
tiers ol government. 

liij.ow nil. Staii 

Discussions of ihc tortured relationship 
between the centre and the state in India 
often ignore tltc reluctance shown hy state 
governments lo devolve political power 10 
the district and sub-disirtel levels. The 
behaviour ol most state governments, at 
least until the ntid-XOs. in this respect, has 
been ot a piece. Although at one level, it 
is no more than a replication of the ideology 
of theCongress Party towards the lower tiers 
of government, yel at another level even a 
regional party such as the DMK/AIADMK 
has been known to he an adamant 
conccntratorof power at ilsown headquarters 
(which, in this case, is the capital ofthc state 
concerned) 

Tosomc extent, thisconstituicsurellcction 
ofthc relatively low level of differentiation 
ofthc agrarian economy, whereby inira- ami 
inter-class conflicts do not conic into sharp 
and conllictuul locus on the political arena. 
At the same time, ihc character of industrial 
development of the state - which depends 
upon the centre’s henevolcnec and on the 
rise of small and medium industry I for which 
ihc state government can act as a catalyst, 
and on occasion, even as a benefactor) - has 
been such as to pose no urhun challenge to 
the ruling party at the state capital. For the 
rest, the itfc-lmc ol'ihe regime stretclics over 
Us ability to deploy a brand ol populism with 
the aim ot mobilising the lumpen elements 
in order to unleash anarch it^violenco 
against those who are critical of the govern¬ 
ment and demand a more democratic 
distribution of power. 

In (hose regions (e g. especially where Ihc 
Green Revolution was introduced during the 
60s) in which differentiation has been 
pronounced (ami new class layers or strata 
of rich ami middle peasantry as well us poor 
peasantry and agricultural labour have 
appeared), the state governments (and the 


Congress Party) have hecn less able lo resist 
persistent demands for greater devolution, 
dcmocrutisution and local autonomy. The 
approaches adopted hy different stales have 
been shaped by appropriate local (i e. 
regional) factors. Thus, even during thccarly 
years of independence, the state of Bombay 
(subsequently, the states of Maharashtra and 
Gujarat) adopted a policy ot devolving 
administrative responsibility through a 
system of modified punchayati raj (with (he 
district administrative structure, under the 
collector, as the fountain of |towcr). This is 
not the appropriate place to consider the 
precise circumstances under which such 
changes take place, but it is worth pointing 
out that even in a state such as Maharashtra, 
with the accretion ot Use districts of Vidarbha 
(which had a different background tmm. 
say. die relatively prosperouscoasial districts 
of the former Bombay presidency), the 
blueprint for the devolution ol administ¬ 
rative responsibilities, us originally con¬ 
ceived. could not be followed uniformly 
throughout the state. 

The dccudeol the 60s ended with the splits 
(of qualitatively diticrem kinds) within the 
ruling party at two levels. At the centre, the 
puny split into the Congress (Ri. a major 
segment under Indira Gandhi's leadership, 
and ihc Congress (O). a minor segment 
under the control ofthc '.Syndicate'. At this 
level ot the party, there was no difference 
in orientation between the two segments 
over the question of centralised unitary 
control ol (lie power of the slate. 1 At the stale 
or regional level, however, the split was 
more complicated lor two major reasons. 
First, the suite Congress Party suffered seritais 
internal splits in those states m which new 
classes with specific interests came intobciug 
us a direct consequence of the Green 
Revolution te g. Punjab. Haryana, western 
Uttar Pradesh, and certain parts ot Bihar). 
In the Punjab, this phenomenon was uniquely 
combined with the movement for regional 
autonomy ofthc Sikhs whose loyalties were 
divided between the Congress Patty und the 
Shtromimt Akali Dal (SAD). In IJUar Pradesh. 
Haryana and Bihar, where there were no 
sizeable parties in opposition to the Congress, 
(he Congress Party itself underwent splits, 
the 'spJittwts' in thou; cases being, invariably, 
the political representatives of the newly 
emerging agrarian classes (especially the 
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•.< rich mid mhldto peaiaritryJv of which 
OKnwtouryChamn Singh wmti* first pre- 
cmhMM inter-state leader. 

At the level of the central party 
organiution, the split between IndireGandhi 
and the 'Syndicate' was hardly ideological 
on the dintension of the centre versus the 
region s/states, and the former’s donning the 
mantle of radical populism had nothing 
whatsoever to do with power-sharing 
between the centre and the states, let alone 
increasing the democratic content of Indian 
politics. A specific thrust to local power, 
albeit power confined to representatives of 
the rich and middle peasant classes, was 
given by the political forces which developed 
along Lok Dal lines (and its subsequent 
transmogrifications and internal realign¬ 
ments). The competition tor power in these 
slates, from the laic 60s onwards, was 
between those who were seen by the rich 
and middle peasantry as more truly 
representative of their economic or class 
interests. 

The premiss of the primacy of central 
power has never acquired the slatus of a 
hegemonic idea in India - not even in the 
halcyon days of the early phase of Nehru's 
prime ministership. The reason for this lies 
in (be by no means negligible influence 
exercised by the ethos ol decentralised, 
devolved or local power in the strands ol 
political thinking associated with leaders 
such as Gandhi (and. since his death, in the 
Sarvoduya movement). Jaya Prakash 
Nurayan. Ram Manohar txshta. and Socialists 
ol various hues, all of whom resisted the 
temptation of til lice. At a theoretical level, 
any discussion of the relations between 
central util hunts and local democracy that 
concentrates on the structures ol (lower to 
the exclusion ol movements ot democratic 
resistance originating in a variety ol lorccs 
of opposition - at the grass roots, in the 
regions, and in among the ‘weaker sections 
ol society (c g. dalits. adtvasiv scheduled 
castes and Nick ward class. poor peasantry, 
agnculttiral labour. marginalised workers 
and women) - can only throw partial light 
on the question of devolution of power, 
involving a double distortion. On the one 
hand, such accounts exaggerate the 
omnipotence and ubiquitousness ol central 
power (and. by extension, power wielded in 
state capitals ruled by regional parties 
with equally centralising tendencies): on 
the other, they underestimate the potential 
of the locality or periphery, as the case may 
he. to liberate itself from at least certain 
aspects of dominance by the centre and to 
increase, to a corresponding degree, its 
democratic capability. 

Regional parties in opposition to the 
Congress (c g. DMK. AIADMK, Tclugu 
Dream and. to a limited degree, the SAD 
and the Asnm Cana Panshad and. latterly, 
the Yadov-dominated Samqwadi Party of 


(fear Pradcab and Janata Dal of Bihar) have, 
in differing degrees, mounted struggles to 
supplant dominant higher castes and replace 
them with middle and tower middle castes 
(reminiscent of the struggles between tenants 
and zammdais in the latter part of the 19th 
century) in executive political control of 
state governments. Exceptionally, in Bihar, 
this kind of struggle has. to a limited extent, 
taken on u slightly different colour - mainly 
due to the initiative of Karpuori Thakur who. 
as chief minister during the Janata interlude 
of the late 70s. did attempt tu broaden the 
interpretation of the caste equation of power 
by reaching further do wn the caste hierarchy 
than any other regional party leader. 2 In the 
present decade. Laioo Prasad Yadav has 
added a somewhat variegated and successful 
caricature of the political experience 
bequeathed by the shortlived Karpoon 
Thakur regime. 

I shall return to the question of democratic 
devolution of political power to the weakest 
sections of the population (at the grass roots 
level) towards the end of this essay. For the 
moment. I shall limit the discussion to the 
institutional aspects of the extension of 
democratically elected government by 
increasing the number of political tiers to 
five throughout the country (under the 
provisions of the 73rd and 74lh Amendments 
to the Constitution) - the centre, the state, 
the /.ilia, the samiti and the panchayat tor 
cluster o( villages). The interest of the report 
by Mukarji and Bamlyopadhyay lies in the 
crucial role which the communist panics 
have played, since the 50s. in the 
consolidation ol local power through elected 
local government in those states in which 
ihcy have wielded considerable political 
influence and enjoyed popularity among 
the mass of the people. Nowhere has this 
role been so successfully played and on 
such a basts ol continuity (over 17 years to 
dale) as in the state ot West Bengal which 
has returned four successive CPItMl-led 
Loll Front coalition governments to power 
since 1977. 

Exw xtsisvrs in Di-volition 

The characteristic features ol the 
expert merits m the devolution of power in 
India c:ui he best understood against this 
historical background. It is well known that 
the first systematic blow in favour of pnwer- 
sharing between the centre and the si ates was 
struck by the multiple coalitions (and the 
DMK in Madras 1 ) which defeated the 
Congress in eight Malts m the general election 
of I %7 These auditions embraced the w hole 
of the political spectrum from the ultra- 
conservative Swat antra Party to the most 
radical left wing electoral party (namely, the 
CW-M). 4 

But it was nut until 1977 that relatively 
stable opposition governments at the stale 
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level hecameareality to several states. During 
the ffOs and 90s. a majority of state 
governments have e m erged which are ruled 
by parties or coalitions opposed to the 
Congress! I). During the last two decades, 
too, the hold of the Congress! I) on the Indian 
state has been challenged by a variety of 
political forces - in the form of coalitinos 
which have included both parties with a 
highly centralising orientation (and there¬ 
fore in that respect no different from the 
Congress! towards political and state power, 
e g. the BJP. the Congress!O) and other 
splinters of the Congress Party, and parties 
with a relatively decentralising general 
orientation towards state power and a more 
or less strong commitment to autonomy at 
levels betow the centre and the stale, often 
down to the village te g. the Socialist Party, 
the Lok Dal. Janata Dal and parties that have 
split off from these). 

In practice, however, even the party with 
the greatest dc-centralising tendency among 
those opposed to the Congress (such as the 
lower caste political formations in Uttar 
Pradesh and Bihar) has never shown a 
democratising propensity beyond empower¬ 
ing the mure wealthy and influential rural 
segments of the lower middle castes at the 
expense ol those castes which until recently 
have been entrenched in local power. 
Moreover, its assumption of executive 
control ot the state government is invariably 
accompanied by repressive violence being 
directed against the politically afticuteie 
segments of the lowest castes, mainly 
consisting of adivasis. dalits. scheduled 
castes, poor peasantry, agricultural labour, 
and especially their women 

The efforts to devolve political power and 
to suffuse the three lowest tier* of gDvemmeat 
with it must he viewed against die bnckctadi 
of an extremely complex process of icoo- 
ccononuc differentiation and conuudicttau. 
This has been taking place under condi¬ 
tions ot acute and endemic scarcity, and 
within structures consisting of layer upon 
layer of encrusted and ent ren ched influence 
and power stoked up by corruption and 
venality which have reached monumental 
proportions during the last quarter of a 
century.' 

Of ail the attempts made by state 
governments to institutionalise demo¬ 
cratically elected local government at die 
district level and below. those during the late 
70s and early Kk by the CPHMt-ted Led 
From cuohliiw) gov er nment in West Bengal 
and by the Janata administration in Kamnuka 
(under Ramakrishna Hegdr as chief nunuaer) 
represent the mow far-reaching, venous and 
successful ones In fact, so successful had 
the Janata experiment in local electoral 
democracy become that the Congreial!) 
ministry that was elected to the lute MX 
umpty dacommucd «, thus putting tocatty 
elected gover nment m coto storage until 
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forced by cirajmsttnce Ci e, the passing of 
the 73rd Amendment) to restore it. 

It is important to note the sociological 
background ot the party or coalition in power 
in each of these cases. At the heart of the 
political system of Karnataka over which the 
Janata Party presided during the early and 
mid-80v the norms of the Congress culture 
continued to prevail. This was amply reflected 
in the corruption which quickly became os 
pervasive a feature of political life under the 
Janata administration as it had been tinder 
Devaraj Urs (a former Congress chief 
minister) or any of the other of Hcgdc's 


and the rural hinterland in different parts of 
the country (mediated through the district 
collector), conveniently overlooking the 
intermediate 'federal' layer of the state 
government structure (which, in a large 
number ol cases, has been ruled from time 
to time by regional and national parties of 
tbe opposition) in the process. 

In actual fact, however, with the surfacing 
of new political pressures (extending far 
beyond conventional party polities and 
spilling over, liberally, into a teas of mass 
protests against the negative and anti-people 


in nartuaditw thdumtdi m banadtts la 
shed W feudalfeen and data tMr land 
rights under the lews petted by. the Left 
Front government in pursuance of the policy 
enshrined in Operation Bargs. Bsndyo- 
padhyay had had experience, as a young 
officer winking under Harekrishna Konar 
(the land revenue minister of the United 
Front administrations of the 1967-1970 
period) who, for the Finn time in West Bengal 
(or, for that matter, anywhere else in India 
with the exception of Kerala), took up cudgels 
on behalf of the poor peasantry and the 
agricultural workers. Until his (somewhat 


predecessors, and would he under his policies of both the centre and various state indecently hasty) translation to the central 

successors. However, even though the state governments) on the one hand. and. on the government in the early 80s (whereby hangs 

leadership of the Janata Party quickly other, the emergence ol new ctiulitions or u tale which did Tittle credit to the CPI(M) 

succumbed to the atmosphere ol corruption Iherecyclingol'existmgcoaliiionsinvolving leadership). Bandyopudhyay was the heart 
prevailing in the state capital, it did take different political parties, this particular and soul of the implementation side of 
sertouslythepany'scommitmcntioestahlish intervention of the centre never goi oil' the Operation Rarga. 

electoral democracy at the three lowest levels ground. The only political alternative tell to The authors of this Report were concerned 

of government. the central government with the dawning ol to gain an understanding of the issues of 

The Janata regime's initiative in respect the present decade was to push through governance us viewed from below. To this 

or panchayuti raj was broadly consistent amendments to the Constitution requiring cUccl. they “interacted with many small and 

with its general orientation to devolution of all states to carry out the task of establishing marginal farmers, hargudarx. paliu-holder* 

power and the spread of autonomy to the democratically elected local governments ut of vested lands, fisher-folk, landless labourers 

local level. The CPI(M)'s enthusiasm for the three lowest levels (/Jlla. sumiti and and others" (para 1.7, emphasis supplied), 

democratically elected structures of local panchayatjaswcllastnullmunicipalccnlrc.s. From the top drawer, of course, they were 
power is derived from a more complex The initiative of the Lett Front and Janata “privUeyed to meet Shri Jyoti Basu. ...Shri 

worldview. Unlike the Janata Party, the governments ol well over u decade ago Bcnoy Chowdhury. ...Dr Ashim Dasguptu. 

CPKM) carries out its political work through (followed by .venous evaluations ol their ...and Dr Suryu Kama Mishra ..." (para 1.5. 


cadres. It has to its credit a long history of progress from lime to lime), can he said to 
(partial) consciousness-raising political havehcrakicdthedcvclopmcntofpanchayuii 
activity in the countryside. In Kerala. Tripura raj on un all-India basis. Before this 
and West Bengal, the ruling Communist millennium ends democratically elected 
Party (even from before the 1964 split) has panchayoli raj will have been set in motion 
pursued reformist goals to a greater extent in all slates, 
than any other political organisation. The 

establishing of a strong democratically First Sv.vivmatk' Evaluation 

elected local government structure was seen 

as a strategic necessity for the realisation of It is particularly appropriate thui ihe lirsi 
the social benefits and the general ethos ot systemaiiccvaluationo! punchayuli raj. with 
Operation Barga. in the long run, in the pointers to Ihe future (August 1992-Fcbruary 

countryside. Thus, the Janata Party in 1993) was entrusted by the government of 

Karnataka (and also the Telugu Desam, West Bengal to two seasoned administrators, 

during the 80s. in Andhra Pradesh) and the It is worth mentioning that both of them, in 
CPKM) in West Bengal were motivated by theirdifferent ways, are distinguished for an 

different political considerations in (heir uncommon degree of political mjus. Tbe 
decision to introduce the three tiers of local significance ol the resulting report - along 
administration on an elective basts. But. witheariierimerimcvaJuaikmsofpanchuyati 
both were engaged in similar exercises of raj in Karnataka (eg. by A K Ghoshj- lies 
‘taking power to the people’ (or. rather, not only in the light that it sheds on West 

'taking power to the local elites'). Bengal hut also on the general process of 

The West Bengal and Karnataka evaluationofelectedlocal government which 

experiments in establishing democratically is relevant to all other parts of the country, 
elected and accountable local government Nirmai Mukarji has an intimate knowledge 
structures during the late 70s and early 80s of the problems entailed in devolution of 

have provided tbe wherewithal for ablueprim power with special reference to the Punjab, 

applicable, with suitable modifications to where, as a young ICS officer, be was closely 

take account of local/regional specificities, involved in (he implementation of that 
to the whole of India. Motivated in pari by government's policy of land consolidation. 
Omgressdl's proverbial opportunism, and it is well known that he returned to that state 
driven in part by necessity, the centre itself as governor, from his retirement, during the 
'ijL sought, during the latter pari of Rajiv brief interregnum that was presided over by 
Gandhi's prime ministership, to put forward V P Singh as prime minister. Dcbabreta 
W an alternative approach to democratically Bandyopadhyay earned well deserved 
rjk' elected local government bodies. This would encomia for the crucial role that he played 


emphasis supplied). They also met, among 
others, a number of researchers, intellectuals 
and retired civil servants belonging to the 
middle drawers (para 1.6). It is ncccssury to 
nuke this 'hierarchical' point on the mailer 
of who they met. and the difTcrem accents 
given to the various meetings, if only to 
draw attention to the fact that it is extremely 
difficult to reverse the order of importance 
given io informants chosen from different 
strata of society, even - and perhaps 
particularly - when ihe subject considered 
is the democratic devolution of power and 
ihe empowerment of the 'weaker sections 
of society’. 

The language of euphemism in which we 
clothe our thoughts makes it wellnigh 
impossible even for the fair minded and 
forthright members of the elite such as the 
authors of this otherwise excellent and far- 
reaching Report to show a sufficiently keen 
appreciation of certain self-evident truths; 
among these is the fact that the 'vertically 
challenged', and economically, socially and 
culturally disadvantaged scgments/classes/ 
castes of society - which are also the putati re 
beneficiaries of any 'trickle down' going in 
the process of development - cannot hope 
to obtain a fair deal for themselves, given 
the obstacles that they will have toovercome. 
This is a statement worth making in so many 
words not only because of its psychological 
and sociological salience, but also for the 
reason that it goes to the heart of the socio¬ 
economic contradictions of India's caxic- 
ridden and dtts-dtvkkd society. 


P* 
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dynamic interaction between the (depen¬ 
dent, fragmented, uneven and distorted) 
development of capitalist relations of 
production (especially, but not only, in 
agriculture) and the persistence (and. an 
some areas, even a deepening) of pre¬ 
capitalist (i e. ‘feudal’) modra oi production. 
It is diffiult to exaggerate the built-in 
limitations in the way of “working the system 
to the advantage of the disadvantaged". 
Mainstream political discourse is yet to 
become sufficiently liberated to disregard 
the taboos against dealing with conflict and 
contradiction (as opposed to consensus) as 
the essential prerequisites ol change. 

The punchuyaii raj initiative of (he West 
Bengal government in 197X evoked 
considerable participatory interest and 
generated fresh political energy. Yet. within 
s period of 10 years. “|a|nd with the coming 
of the new panchuyuts in I9XX... |!|he 
innovative spirit of the early years is hardly 
to he seen” (para 2.6). The main (ask of Ihe 
authors of (he report was to address the 
question of why “(he panchuyut s are lending 
to run out of steam” (para 2.7). This (hey 
do along two broad lines ot enquiry - one 
conceptual and the other programmatic. The 
report correctly identities the inherent 
structural weakness of the panchayatx as the 
mot cause ot the mood of listlcssncss into 
which they appear to have sunk. 

Fifteen 'conceptual' dimensions are 
identified in Chapter .1 ot the report. Of 
these, self-governance and autonomy am 
theoretically and ideologically central to ihc 
long-tcrm prospects of panchayati raj. The 
identification of functions, recruitment of 
staff, raising finances and defining the 
parameters of financial devolution and 
responsibilities, the task of managing the 
spread of urbanisation in certain pans of the 
countryside, ensuring ihe spread of (he 
benefits of development in social groups 
which have been and are still kepi oul ol 
Uspurvicw(cg.plantations, forest villages), 
redrawing the polittco-udnimisirativc map 
of the state to optimulisc. os lar as |Miv.ihlc. 
the si/e and sociological cohesion ol districts. 
Mocks and punchuyals. widening the social 
base I root which recruitment to local level 
politics is made. and. in particular, rendering 
punchuyals accessible lo new person drawn 
from the lower echelons (i e. the lowest 
castes and the poorest sections I of local 
society, developing a collaborative style ol 
well-coordinaicd imer-level lunciioniiig ai 
the district, block and panchyui levels with 
ihe necessary links made in an imaginative 
and cfl'icionl manner, ensuring that open 
accounting procedures are being followed 
:md local government accounts an; being 
property and regularly audited, manilcsting 
iIk same thoroughness and diligence in the 
conduct tif local elections ami by-elections 
at the thicu loeui levels ol' (hivemmcnt as 
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at lbs awe level, and avoivmga suitably 
unauthoritarisn day-jo-day roiatioiHhip with 
the 'state govern trait bureaucracy and 
ministry - these are the subjects on which 
the Report has reflected in depth and aginst 
a background of a wide sampling of feeling, 
opinion and experience gathered in the 
mine of their peregrinations and audiences 
with the powers seated on high. Quite why 
these should he treated as belonging to the 
conceptual rather than the operational level 
of discourse is beyond this reviewer's 
comprehension. 

Waiiiv. use Sin-Oovmvm-vi 

Be lhat as ii mat. let me briefly return lo 
(he general criuqucol local politics embodied 
in the chapter i paras .1.1 in J. 10). Two points 
arc made hi iliesc paragraphs. First, the 
'political kingdom' shall be extended lo the 
lowest levels: iiiufhcr words. Ihe bureaucratic 
domination ol Ihe jienpliery by the slate 
government sImhiUI he broken. In positive 
lernis. this would involve ihe conferring of 
such powers and authority on ihe panchayais 
by Ihe state legislature as would enable them 
lo lunction as ‘Vretlibk* tnsltlulions ol self- 
government". fhc authors diaw attention lo 
ihe loci that, despite Os sensllivny lo the 
question ol taking politics to llw I'eoplo as 
far down ihe bidder as possible, ihe Lell 
From gmcrnmenl has not yet amended Ihe 
West Bengal Panchayat Acl passed by the 
Congress aduiimsiration in 1971 which 
completely and pointedly ignored vcil- 
govemancc* as a guiding pnnciplc of local 
government. 

As a government which ployed an active 
role in pnnnoling the aims of ihe 73rd 
Amendment in the Constitution, the 
government ol West Bengal should clearly 
enunciaie policy in ihe ellcvl that the 
fundameniul obieclivc ol panchyaii raj is 
self-government at each level, ensure its 
effective communicaiion (presumably, in 
the long run. ihinugh educational means) 
throughout society, and overhaul ihe 
punchay:.: law “not simply lo bring it in line 
with ihe 73rd Amendment, but more 
imiMirl.inllv logivcccnlralilvloihcpnnciplc 
ol scll-govv-iiiUK'nl" (para 3 6i. 

As die lirst si.no io uuroducc political 
panchayais. Wesi Bengal was well plscod 
lo embark on ihe task ol establishing sdt- 
gmcnmig pancliv.ii* (!ndcr the ruhne of 
sell-govcimiH'iii. some fine dixiincimn* arc 
made in ihe icpori between (dtvolved) 
powers. lopooMbtlitlcv (unctions, dujiex 
and amlioniy. The authors, quite nghtly 
remembcruig the authoritarian nightmare 
ol the internal Emergency of 1975-77. 
recimimend steering clear of the terms 
'authority' and ’duties'. They recommend 
developing the meaning ot the term 
• fund ions', which necessarily involve 
considerations appertaining to 'powers' and 


'responsibilities'. Functions could t* use¬ 
fully defined ax a Mend between 'aut'atomy 
by right' and ‘entnutmeat by discretion 
(para 3.10). 

Chapter 4, dealing with 'prog ram mes', 
touches on a number of sensitive and 
substantive area. Programmes constitute the 
life Mood of the pandtayau. The bulk nt 
Chapter 4 thus property and naturally deals 
with different aspects of the land question. 
In this sense. Operation Barga. which 
represents the first serious attempt at 
comprehensive land reform within the limits 
prescribed by the Indian Constitution, gave 
(he panchayais a substantial programme of 
tar-rcachinp socio-economic change in the 
countryside. Yet. alter a high tempo of 
activity which lasted a period of hardly three 
years, the implementation of land dutrihu- 
non to hargadars. under the new legislation 
literally lapsed into a small trickle of an 
annual average ot less than 10.000 acres of 
vested agricultural land. Even more alarming 
Ilian ihe very slow rate of recording, the half 
a million hargadars whom lhe new law had 
mu yet reached is Ihe onset of an in suborn 
process ot reversal of certain crucial aspects 
ol the iclorm. Thus, (he authors came across 
numerous instances 

in which crop si taring is ant according lo 
law and is adverse to the hargadars' interest 
in Jafpaiguri. il is almost universally on 
5(r 5(1 basis against ihe 75:25 rami prescribed 
hy law . Ii n hr duly of the panchayais 
lo sec that ihe law is enforced and that 
bargadais retain the crop share they arc 
siaiuionly entitled lo (para 4.5. p 25». 
Those who are familiar with the caadmon* 
prevailing in rural Bengal omit the talc 70s 
can only shudder at (he thought of such a 
retrogress**! ui the past after so hnel a 
flicker cd venous reform. 

One of ihe remedres suggested to the report 
lor dealing with feudal practices thus creeping 
in by the back door would he. following the 
example of fhinjah < 1952k to undmfce a 
state-wide programme of cunotidarian of 
landholdings. Punjab's experiment in 
decentralised planning is also heM upas an 
example in a special Appendix consisting 
wt a paper specially p re p are d by the Financial 
Commissioner (Development). Punjab 
(pp 53-57). A pokey of land commhdauon 
will secure advantages tor peasants with an 
optimum level of tandhokhng but will also 
have the effect ol intensifying downward 
ihlTercnuauon among poorer peasants and 
agricultural labourers This porta has *« 
even been aUudcd hr. tel alone given the 
importance that it deserve*. 

Ooaety relaud m the recent land netotm 
n the need to reorientate, if mi retreewre. 
the system of laml admatistnocatiA the tight 
of the agrarian progra m m es of the putrkyav 
and. in particular, toe maintenance ol a 
d a al olw mawc re co rd of toe crop* grown 
on each ticW dunng every crop aaanto 
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Moreover. an integrated programme of 
agricultural development, placing emphasis 
on raising environment-consciousness of 
rural folk and promoting educational training 
for them in science, is strongly urged in the 
Report. The authors have also made detailed 
recommendations on programmes involv¬ 
ing agricultural marketing, co-operative 
marketing, rural credit facilities and access 
to these: on the establishment of "all G| ram ] 
P|anchayat| headquarters as ft mil /mints for 
the setting up of facilities within walking 
distance Irorn people's homes" (pur-.t 4J7. 
emphasis supplied), and ot "all P|anchayut| 
|S|amtti headquarters js i {mwth centres" 
ipuru 4. <Ki tconstiluting an intermediate 
level, in a developmental context, hetween 
the gram pancluyat and the distnet I: and the 
introduction ol systematic training of 
panchayat level officials and elected 
representatives at the State Institute of 
Panchayats i Kalyani I. as well as research in 
academies where our knowledge and 
understanding of local problems cun be 
extended and deepened. 

A long list of desiderata in the functional 
sphere ol panchayat government and 
administration has been brought together in 
this report. It is based on West Bengal's 
already rich and varied experience in the 
sphere ol local government (though not. as 
yet. local self-government). As such, the 
elective local government structures in a 
number of states in the country that are now 
being ushered in to existence < by mid-1W5. 
oil states in India will have elected sell- 
governing local structures of power in place 
at the /ilia, samiti and panchayat levels) 
already have a reasonably well ined blue¬ 
print to go on in West Bengal. The authors 
of the Report have rendered a signal service 
hy using the occasion provided hy the 
Wrfa Bengal government's imttativciodraw 
up a cheek list ol functions and incthuds in 
■ this sphere, 

l\ a SrKArriAi Ki'i 

Despite the enormous amount of work 
that has gone into the researching and putting 
together ot this report, iwo major problems 
have been swept under the carpet, through 
no deliberate intention, it must he added, on 
the port of the authors. First, by virtue of 
its provenance, the remit of the Report has 
been limited to the sphere of institutional 
politics (as defined in political practice and 
comtiluitonal verbiage) which are literally 
beyond the reach of a vast majority of the 
Indian masses - the disinherited, the 
dispossessed, the marginalised and the 
submerged sections of society existing below 
the poverty line Even in a state I such as 
West Bengali, continuously ruled by .1 loll- 
of-ccntre government I lor 17 years now). 

„ noted for its sensitivity to the fluctuations 

V. of the rural social scene, and reputed for its 

i relative lack of antipathy towards the mass 

!.:■ 



of (he people, the authors have noted that 
the rural upper crust has begun to flex its 
muscle again as evidenced in the partial 
reversion to certain past practices in certain 
districts at least. 

We return to the difficult question of how 
political power can be democratically 
devolved 10 the weakest sections of the 
population. The magnitude of this problem 
can he comprehended hy visualising India 
as consisting of two halves - a smaller 
segment made up of those who. hy virtue 
of their economic and social position, are 
able to bemlil Imnt (he structure of power 
hy exerting pressure of vanous kinds: and 
a major segment, consisting ol the relatively 
uiHliflercmiuicd poor, which is beyond th 
pale. Whilst 11 is true that the exercises now 
under way in the sphere of decentralisation 
of power and responsibilities (with, it may 
he added, no change in the pattern of central 
control over the purse strings) will produce 
a 'trickle down' ellect from which the rural 
and local elites (e g. small business, small 
retailers, etc. including members newly 
recruited Irorn the lower castes, as a 
consequence ol power ai Ihc state level 
changing hands Irorn Ihcerstwhiledominant 
upper castes to middle and lower middle 
caste elites) will benefit, they will leave the 
poorest 40-SO per cent ol ihe society 
untouched and. perhaps, even worse off (if 
that can he imagined!). 

Therefore, there arc two societies in India. 
oik- ol which is poised to receive marginal 
honeliis lnun the broadening of the 
insliiiiiiunul base of power lhal is being 
piotnoicd under iwo recent amendments to 
the Indian Constitution on the subject of de¬ 
centralisation and elected self-governing 
local authorities. The other is lelt to fend 
lor itself under regional, national and 
internalional conditions more hostile than 
ever be I ore experienced, at least in India's 
ptist-colomal history. 

There is and can he nothing in such a 
report as this tor the lattcrnf Ihe iwo societies 
identified above. The luturc of Ihe different 
segments of which it is composed can he 
charted only through political action, activism 
carrying a variety ol impulses, and 
movements ol resistance to Institutional 
power in all its forms including the new 
avatar ol decentralised power. Perhaps the 
authors of the Report, now that they have 
been released from the shuttles of 
institutions, will oiler us their meditations 
on the subject and tell us what Ihc ixistsidc 
looks like from Ihc inside now that they 
themselves arc outside tl should like to 
think, not only physically and metaphorically 
hut also psychologically and emotionally). 

Emailed in the question ratsed above is 
Ihe intellcciual issue which can he formu¬ 
lated quite simply us follows: cun one focus 
on ‘decentralisation' in u strailjockcted 
framework of institutional power hy adopting 






a medtad of approach- which jlidwnten 
'conceptual' and 'progrumtrKNbaxed'tames 
separately before linking them together? 
After reading Report. I was left with the 
impression that in view of Ihe limitations 
built into the approach, no serious contri¬ 
bution can be made on the 'conceptual' side 
unless the basis of state power in India is 
challenged and a radical interpretation of it 
offered which could act as a springboard on 
which alternative programmes may be 
hammered wit with a view to generalising, 
if not universalising. the benefits of 
development. Questions ol theory, con¬ 
ceptualisation. methodology and issues 
relating to the operational, functional and 
programmatic realms could thus he 
vigorously and democratically debated and 
fresh solutions aimed for. Here again, we 


need transfusion and suffusion of new 
intellectual blood imbued with an 
imaginative commitment to the goals of 
development. 


Notes 

1 Morarp Dcsai. as prime minister was 
inflexible inwards Ihe Assam student 
movement anil Sikh dissent in ihe Punjab 
which begun as an agnation for greater 
autonomy tor the stale within the meaning 
of the Anand|>ur Sahib Resolution. Even 
Chowdhury Churan Singh I or. for that mutter. 
Vishwanuth Pralup Singh) wus. relatively 
speaking, more -centrist' or ’centralist' than 
-federalist' in his political oneniuiion In 
this sense, all ihe prime ministers of India 
and iheir cahincls lo dale have been 
uncompromisingly 'centralist' 

2 Kaiu Manohar Lohiu was Ihc tirsi socialist 
leader in India who advocated Ihe pnmucy 
id Ihc 'cusiv struggle' as differentiated Irorn 
ihc class struggle' During the last decade¬ 
nt his tile he propagated ihc view that unless 
cusic discrimination wus removed there could 
he mi lulurc lor Indiu. Karpomi Thukur was 
ihe first polilicuii in India's posi-cohmiul 
history who allcmpicd lo pul t.ohia's idea 
mio praeliee during his hnef slim as chief 
minister of Hihar. 

.1 Neither the DMK nor Ihe AIADMK was 
serious about devolving power 10 sub- sime 
sirueiures even though ihe loriuer pioneered 
ihe ugiialion lor more powers lor ihe outc 
down from the centre by appointing a 
emninitice which produced the cetebraied 
Rajamannur Report Thereby a stun was made 
in Ihe history of ceiure-slate relations wfueh 
ended with Ihe puhlicaiioit of the Sarfcarta 
Report in IM87 

4 Since the late 70s even some of the CPIt ML) 
factions have entered ihe parliamentary 
process, mainly at the level of state 
legislatures. The Indian Peoples Front 
lIPF). u front organisation of the CPHM-Lt 
movement, takes part in elections at all 

level*. 

5 Al the lower levels, this edifice of corruption 
and nepotism ha* been maintained intact 
mainly through enHution between the local 
elite* on the one hand ami the all but 
omnipotent local bureaucracy no the other 
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__ SPECIAL ARTICLES 1 

Liberalisation, Unemployment and 
Capital Reform 

Kunjit Sau 

The finance minister has outlined a uuhIcI of economic development that envisages liheralisatitm and globalisation ' 
of the economy. Asset distribution in India is im skewed. Using the efficiency wage theory this paper primes with simple 
geometry that a competitive equilibrium in an economy with highly unequal asset holding will entail involuntary * 
unemployment of tltc assetless /mor. Although both ate com/teiitive. the equilibrium here sharply differs from that ofun 
Arrow-Debren economy which presumes sufficient assets for all agents. ^ 

East Asia had satisfied the Arrow-Debren presumption through radical haul reforms before the economic 'miracle' 
was initiated. South Asia and Ijitin America fare miserably til this re sited 

If land reform is not feasible, capital reform can serve the same purpose. A scheme of capital reform has been suggested 1 
here for India. It transpires that the consumption dynamics in India may aggrmutc the problem of unemployment of the j 


floor. 

ON various occasions the finance minister 
has revealed his views on ihe huh an economy. 
Hisutkla'ssiiuhcKiiio|v-easi Asia economic 
summit. Singapore. in October IW4 rounds 
up ihc model he has in mind. Since June 
IWI, Manmohim Singh has been pressing 
for deregulation, liberalisation and 
globalisation. Freedom ol private etuerpnse 
and compciiiion in the marketplace, 
combined wilh provision ol essential public 
scrvices hy ilic govcniincm. would unleash 
imiumvesolilK- individual, ensured I ieieuey 
ol resource utilisation and pi mimic human 
developmem 

In his.Singapore s|>eech Manniohan Singh 
hasdrawnasuhtlepieiun’olilk'woridectHioniv 
whcrelndiaivcup*cs.uciiiralplace hast Asia 
is Ihc sue of an economic mn.icle (World 
Bank IW.I|. To eonimue the prosponty it 
requires external markets. Meanwhile a long 
recession has settled ovei l-.uro|ic with no 
sign of going away loo soon In any case. 
Ihc wcslcni eminiries arc saturated with 
consumer duiahles. and ihcir demand has 
become pricc-inolasiic I'mlcr the circum¬ 
stances. India can come to east Asia’s i eseue 

Faist Asia would find in India a large 
inurkci lor ir.idc and investment. With east 
Asia's capital investment in key sectors ol 
India, specially infrastructure, production 
will rise, people will have greater purchasing 
power, and their appetite tin import will he 
heightened. East Asia will then reap more 
than what it sows today. 

India will have an op* 11 ' economy ol pn vute 
enterprise, with a social conscience. Enough 
wealth will he produced in the private sector, 
and plenty of tax revenue will How into the 
public exchequer. Government will look 
alter those who do nor benefit Irvmi the 
market mechanism. This, in short, is the 
Manniohan model to replace the Muhalimohrs 
model that has inlormed India's policy¬ 
making xo far. 


We consider lull employ mcm an elemental 
objective ot tlte economy and society. This 
aspect docs mu figure m the Manmolian 
model. The present (taper will show ihat. 
given Ihe |ircsciitc ol a large nuinhcr ol 
asscilcss pi»ir people m the country as an 
initial condition, a competitive equilibrium 
will have a si/cable volume ot involuntary 
unemployment eonstsling mosllv ol ilicsc 
very poor people Pul another way. 
liberalisation, which essentially means 
introduction ol market compciiiion. cannot 
resolve the unemployment problem so long 
as slurp inequality in asset distribution 
persisis 

The theoretical content ol our essay draws 
u|x>ntliclitciaiiiretHiel(ieicney-wage theory 
1 Hits-, and Stem I17X. laiihenstem 1957. 
Slight/ 197<>|. in particular a most 
illuminating article of Oasgupta ami Kay 
| l‘JXb|. However, the proofat a crucial step 
ol (he argument - pertaining lo the shape ot 
curve AHCT) in Figure 4 - is ours, given in 
ihc Appendix 

'Ihc logic is simple. Inequality ol asset 
distribution implies initially poverty for the 
deprived. Assume a direct relationship 
between income, which is entirely consumed, 
on the one hand, and the productivity ol 
labour on the other. Poverty thus entails low 
productivity. Potential employer* would find 
the services ot a poor person too expensive 
to employ while those of a relatively well- 
tn-do person arc also available. So. poverty 
leads to unemployment, and vice versa. A 
vicious circle is thus complete. So king we 
have heard that unemployment causes 
poverty; now the table ts turned: poverty 
spells unemployment, and thereby reinforces 
itself. The initial condition matters. 

Adam Smith’s doctrine ot invisible hand 
as well as the Arruw-Dehreu competitive 
equilibrium presumes an economy of asset- 
rich agents. India does not answer tins 


description. Here land is very scarce, and ‘ 
soiscapitaliandboihdisiributionsareheavily f 
skewed '■ 

There arc two ways, u will transpire, at I 
combating involuntary unemployment. One ? 
is to accumulate assets over time, the other 1 
is to have a more even distribution of existing « 
assets. East Asia started out wilh the latter £ 
through most radical land reforms. South 
Asia has a miserable record on this front. . 
Latin America lares even worse. 

1 

Unemployment in Competitive 
Equilibrium 

.1 

Production takes place with two tnptgs. j 
namely, labour and land. Wc distinguish , 
between labour-power and labour-time. "tty ] 
labour-power . is to he understood the ■ 
aggregate of those mental and physical 
uqmbihnes existing in a human being, which , 
he even ises whenever he pmdnres a me- , 
value ot any description" |Morx 1X67. 167;' 
italiesoursl. By contrast.labour-tirocixfixed 
uniformly at. say. eight (shuts a day. The 
labour-power that a worker actually renders 
during a given labour-time d epends , by 
assumption, upon ihe income he iteaw 
and consumes. Higher wages, beyond a 
Ihrcshold. moans greaser efftrcncy ot lUbour. 

It is the labour-power that ts an input in tire 
production (unction. 

A labourer may own land which enabler 
turn in receive rent. In that event his i nco m e 
consists of wage and rent. 

This essay turns rut the distinction between 
the wage rate per unit ot labour-rime and 
that of labour-power. A worker has o n e im h 4 
of labour-time to supply. There ts a MMWnma 
a c cept a bl e wage rate below which he wtV 
not supply bts labour-rime; u ts catted hr* 
reservation wage Noted** rwervanou wage 
relates to labour-time 
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Fiouu 4: UNEMEtovMENT in Cowtmrvi Eouiumium 




An employer knows ihut a worker's 
efficiency responds to the latter’s income 
including wage. So he of fen that wage which 
minimises the wage-cost per unit of labour- 
power rendered by the worker for him. The 
following symbols will be used. 

y m income of a worker * wage + rent 
* consumption, w * wage per unit of labour- 
time. r m rent per unit of land, a = land 
owned by a worker, f = labour-power 
rendered by a worker, f * f(y). w’ * 
"reservation wage". It rises with 
landholding, w* * market-offered wage 
per unit of labour-time: it is optimal (com- 
minimising) for the employer* "efficiency 
wage", v * market approved supply-price 
fenf labour-power * "eflcctive supply-price" 
{fit labour-power. 



Figures 1, 2. 3 and 3 show the f(y)- 
function. lu shape is gi ven by the foliowing: 
f(y) * 0 for y < m: and f(y) > 0, f(y) > 
0, and HyK 0 for y > ra, where m is a 
parameter. 

To begin with, suppose there arc three 
persons in theecooomy. indexed respectively 
by 0, 1.2. Person 0 has no land; person I 
owns a plot of land with rent-income less 
than m; and person 2 is a big landowner 
defined aa one having rett-ineome greater 
than m. In what follows subscripts will refer 
to the persons concerned. A variable common 
to all persons will have no subacripl. 

(I) a, * 0. and 

<2> y. * 

t3> y, » w, ♦ ra, 

(4) y, » », + m, 


Figure I shows the compulation of w* 
An employer will offer u I undies* worker 
this wage, if at all. so as to minimise the 
wage-cost per unit ol labour-power w/fly). 
This efficiency wage occurs where a ray 
through the origin is tangential to the luhour- 
power curve fly). By assumption, the 
reservation-wage of the landless wotker is 
toss than his efficiency-wage. So he accepts 
the job if offered at w* 

Figure 2 similarly depicts the efficiency- 
wage of person I who has rent-income ra,. 
The method of derivation is much the same 
as in Figure I. And the geometry dearly 
shows that wf is leu than wj. This U an 
taemrint feituiv. 

iwaeianpiim isremavi 

Now tbare Is an asymmetry. For person 
2 the efficiency-wage coincides with the 
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reservation-wage. Figure 3 is drawn 
accordingly. 

The next step is to calculate the all- 
important effective supply-price of labour- 
power, denoted by v and defined as follows. 
(5) v m w*/ffw* + ra) 

We shalLergue that 

») \ < *. 

(7) vi < v 

From (6) anti (7) the shape of A BCD-curve 


of Figure 4 will be deduced, for a large 
population with unequal distribution of land. 
A very simple geometric proof of (6) and 
(7> is given in the Appendix. 

Consider a more general case with a large 
, number N of people. Workers are arranged 
. inanoo-dccreasing order of landowncn h lp. 
In Figure 4, workers belonging to OK an 
tamfless, each having v„ which it measured 
by OA. As landholding rues the effective 
supply-price oftabour-power goes down, up 
to a point. We know die reservation-wage 
of a big landlord can be arbitrarily large So 
curve ABCD in Figure 4 must turn arou n d 
and move upwards stretching to a very high 


employers. So only LM people - all 
landowners - will be employed. OL people 
will not gel jobs even if they are prepared 
to work at a lower wage rale. This is 
involuntary unemptoymenL Of them OK are 
landless, and KL are small landowners. MN 
people are unemployed loo: but they ate big 
landowners: for them it is voluntary 
unemployment. 

As for dynamics, improv em ent in die 
quality of land or accumulation of more land 
can raise dm productivity of labour across 
the board; then VE-curve la Figure 4 shifts 
up. If such shift fon d h ubs, eventually full 
employment of all lanr&eas and small 
lndoviiAt inrlrin bav be dimMc. 

Ahemaitvely, an npptuprieae todl^aribtti^dn 
of ths existing hmi am fldtoa ABCD cu r ve 
into VFCGB, thereby ensuring full 
esnpioymeut for ad. On the other hand, a 

cOOMHOptkXI 

M)f fort* ie ABCD-cvrve lo move up, 
aggravating unaatploymcnt. Such a 
phauomeuon in dm case of India is not 
unlikely, as we shall see in a moment 


level. 

We shall now characterise a competitive 
equilibrium in thixscoootny In equilibrium 
rent Is equal aethe marginal product of land. 
And dm marginal product of labour-power 
is equal to the effective supply-price of 
labour-power. One wage rate prevails in the 
economy, and it is uniform for all workers 
regardless of their landholding. In Figure 4. 
suppoaeOV iattoe marginal product of labour* 
power in the economy. Curve ABCD 
essentially represents the wage-cost of 
labour-power from the viewpoint of 


n 

Capital Reform in Uewef 


Land distribution in India is heavily 
skewed. The Giai coefficient i« around (17. 
Paucity of land reform u amply Uiystnacd 
by dm following figures. “As on July 31. 
1977. the estimated surplus area was only 
5.32 mil Hon acres, the area'deciared surplus' 
was 4.04 miMohecres, the area taken over* 
toy government was 2.10 million acres, and 


the areas actually distributed was only 1.29 
million acres’* (Planning Commission 
1978:121. The total net area sown in the 
co u nt r y was 3553 million acres. So land 
reform had not touched even I per cent of 
the cultivated area. Since then the picture 
remains very much the same except in some 
pans like West Bengal. 

Wtui it the value of agricultural land m 
India? In 1991-92 the net domestic product 
in agriculture was Rs 1315 billion at current 
prices (RBI 1992:91. Market value of laid ' > 
is equal to the present value of the in fi nite 
time-stream of rent. However, we dial! take f 
a more comprehensive view. Discounted at 
10 per cent, the present value of the stream 
nfnet domestic product of agricuhurccomcs '■ 

to Rs 15,150 billion. Tbit is the value of $ 
cultivated land in India. 1 

Evidently the landtcvs poor arealso cap lt al - ? 

less. 1/ the government could not do laud i 
reform it can possibly think of an alternative 
which it politically less demanding. Capital 
invested tn the centre's pubiic-cmerpriaes .' 
stood at Rs 1.020billionasof 1990-91 (001 
1992:20). Here is a possible scheme. Let the j 

ownership of 10 per cent of this capital be 
granted to the poorest of the poor ia the j 
country. or lo those who are just below tim i 
poverty line. A trust may be formed with 
tins capital fund, and the annual proceed s 
dianbuted to the beneficiaries. Bylhe theory } 

of the preceding section, then « g u rn et AB 
or Figure 4 will be lowered, and Adi 
employment of the previously mantle as 
people may become possible i b o td d n t 
suffictcm amount of capital be avtohHefgf 
tint purpose, in the a bsenc e ofsucha pro ja ct , 
economt- l ifu u li i MiiM 4 m by 4 cM4mi 

up with a huge vohmue of iavidumary 
unemployment of the aamUnaa peupia 
caudng wideaptced pov er ty, amtararMou. 

mms fvw V* MOV, MV MUMH 

of foreign capital. aeBompmiad If Baast 
technologv mddtaedhtD^fanila 

•raiBnm^^i wt^ww tro w wmnwu vwww 

to founder on dds rock. 

To put the propoaud capM reftorn in 

perspective, we reckon tfmt eunaeatii of Its 
14120 bUtion is eqnivalom of tone btftieu 
dollars at rurerm naefcauga rear Asweheve 
argued cit e wher e (Sen 1994) India has 
suffered an avoidable deadweight lots of 
two biftion dottars on the foreign eadanga 
reserves of the country since 1991. The 
Reserve Bank of taka has pegged the value 
of rupee to dollar Tn defend that rme tike 
RBI has been purchasing excess dollar horn 
the market end rotting it into US Tmasary 
■hills TV associated sterifitarion eiao costs 
a great deal, The rase of interest on US 
Treasury blits is about 4 per cent: but dm ,• 
bonds issued by the RBI in open marhst 
Bpe r a hoe at home for smriltsatkm cantos 
imerest rase of 11 per cent. Oeurty the Ml 
taees 7 per rent on this accouBL 
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Mesmwhik-ihe dollar Iwx been depreciating 
i ndalivcio mark and yen, while India's foreign 
<■) exchange reserves are being kepi mostly in 
'< . dollar assets. Therefore. ihe value of the R Bl 
j portfolio has shrunk in terms of mark and 
a yen. 

' These losses could have possibly been 
5 avoided if the rupee was pegged to a basket 
J of currencies like dollar, mark, and yen, 
rather than to the dollar alone. The RBI 
portfolio ol foreign exchange reserves also 
could have been diversified across currencies. 
Here are Mane relevant data. The US accounts 
for 19 per cent of India's export and 13 per 
cent of import, the European Union 2X per 
cent of export and 40 per cent of import, 
and Japan K per com of both export and 
import. The secular decline of dollar had 
begun in March 19X5 During 1991-93 it 
was obvious that tying the rupee with dollar 
would mean its depreciation vis-a-vis the 
murk and the yen. 

A country that can evidently at ford to 
waste two billion dollars over three years 
on account of its monetary and exchange 
rate policy should not hesitate to distribute 
three billion dollars worth of public capital 
to its own poor. We are confident the proceeds 
of that capital will he put to best possible 
use from micro as well as macro point of 
view. Above all. labour productivity will 
rise. If anylhing. the Munmohun model of 
capitalist development will he lacilitntcd. 


in 

Consumption Dynamics 


A very critical assumption of the theory 
is that lahour productivity rises with a 
worker’s income. How strong is this 
presumed linkage? The findings of a 
consumer survey. 1992-93. conducted by 
the National Council of Applied Economic 
Research (NCAER). Now Delhi, lend to 
raise some doubt about it. Poor households, 
barely above the poverty line, arc absorbing 
a good deal of luxury products and consumer 
durables, probably at the ex pense of essent tal 
food items and nutrients, Liw-mcomc people 
(with less than Ks IK .000 a year) account 


lor IK per cent sales of lipsticks. 33 per cent 
of nailpolixh. and 20 per cent of lace cream, 
h was once thuught that these people had 
barely enough to cat. Hut. reportedly, they 
are buying must of the country's detergent 
soaps <58 per cent), toilet soaps <X0 per 
cent), as well as 4X per cent of lea. 3X per 
cent ot electric bulbs, and 31 per cent of 
toothpaste \The Economist 1994:311. 

Some of these numbers may be open to 
further scrutiny. But the behaviour pattern 
is not implausible. Felix (19X31 had observed 
a very similar consumer dynamics in I .aim 
America. SuchuconsumplHin dynamics iImi 
sacrifices essential nutrients for tarns 
entertainment will have the cited ul shilling 
the ABCD-curve up m Figure 4. thcrebs 



aggravating die problem of unemployment 
of the pooi. 'flic Manmohun model will 
require a proper reorientation in sucha milieu. 

Let us recall lhat it was Indira Gtuidhi who 
took a major initiative in the early 1980s for 
liberalisation of the Indian economy. Soon 
she had to retrace her steps, and recoil back 
into that tinte-lesicd slogan of 'gurihi hatao’ 
(remove poveny) which had retrieved her 
from the brink ol the precipice on several 
occasions in the past. There is a school to 
assert thill it was the Khalistnn revolt which 
forced her hack once again into populism, 
away from the huntpy road of economic 
libcralisation. 

One ignores the political economy of a 
country at one’s own peril. The Manmohun 
model is likely to heighten certain tensions 
of the polity. In a not very far-fetched scenario 
it will strain the social fabric of India lo the 
limit that is uhi structural to ho subsidised 
away by the government. Attainment of full 
employment as soon as possible is the best 
insurance lor the Manmohun model. And 
herein rests the model's weakest point at ihe 
moment. 

Appendix 

First ( 6 ) will he proved. Figures I and 2 
are superimposed on one another lo gel 
Figure 5 with a hn of relabelling. The new 
diagram is self-explanatory once wc 
recognise that O O, of Figure 5 = ra, of 
Figure 2. We have to show that OA/AB is 
greater than O.A/A^,. Prool: Evidently, in 
Figure 5. angle B ( 0 ( A, is greater than angle 
BOA. Therelore. A ( B | /O l A | is greater than 
AH/OA. Hence. OA/AB is greater than O, A / 
A,B, QF.D 

The reservation wage ol a big landowner 
can be very high, even infinity. So his v 


• . ... 

• ^ , '*' ;■ y >- _ 'm:!';:' 

J* larger than v tf . This pro vest <7). Curi* 
ABCDlrr Figure 4 is drawn fora population 
of N where people are represented in a 
continuum along ON. The underlying logic 
for its shape is given above. 

| This paper belongs lo a research project 
sponsored by the Centre for Management and 
Development Studies. Indian Insliiale ol 
Management. Calcutta, without assuming any 
responsibility for ihe views expressed here.| 
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Transportation, Energy and Environment 

I A Case Study of Bangalore 

B Sudkakara Reddy 


Urban transportation in India is dominated by road transport where automobiles and trucks consume about 90 
per cent of thy total transportation energy out of which HO per cent accounts for passenger transport. In Bangalore, 
an urban centre of South India, /Personal transport, particularly by two-wheelers, accounts for 60 per cent of total 
vehicle kilometres and their share in energy use accounts for .10 per cent of the total. 

This article, based on econometric analysis of annual data 119HO- 90). disaggregates passenger transport by vehicle 
type (two-wheelers, cars, buses, etc) and studies its impact,tm passenger kilometres and energy intensity. The study 
investigates the relation between transportation and energy consumplitm and its environmental impacts. 


I 

Introduction 

THE existing system of transport in any 
country greatly influences the economic and 
social status of its people. Development will 
always be slow where transportation is had 
and inadequate. Indeed, poverty and 
immobility are closely related. Quick and 
efficient means of transportation has made 
our world smaller than that ol our 
grandparents. In one way or the other, 
transportation has revolutionised our lives 
in the 20th century. A measure of 
development is the level and extensity of 
transportation uvailable. In poor countries, 
a vast amount of energy and time are spent 
m an effort to get things moved. 

Transport is almost synonymous with 
energy. Even though commuting through 
efficient mode of transport reduced travel 
time, the demand for energy increased due 
to the spatial expansion of society. The 
conquest of distance by the destruction of 
time is fueled by the large increase in 
energy consumption. Thera is no doubt 
that transportation is the main root of our 
energy crisis. The current debates about 
global warming and ozone layer depletion 
are directly related to the consumption 
patterns ol present generation. Automobile 
is the single lurgcst cause ol air-pollution 
which has serious ellect upon the health 
of human and all other animals, plants and 
structures 11.2). Even with all this negative 
impact, transportation has become 
indispensable in the life ol man. Therefore, 
understanding these facts is essential from 
two standpoints. First ol all. it should 
provide an insight into ihc impact of the 
increasing vehicle population on the 
energy consumption and environmental 
considerations. Also, tt is important to 
study the technological alternatives to 
increase the efficiency of vehicles and 
substitute other forms of tuels. From this 
perspective, transportation, energy and 
environment and the emerging situations 
need a fresh look. 


The present paper analyses some of the 
changes that had taken place in the past 
decade (19*0-90) in the I ransportalion sector 
of Bangalore, a fast growing metropolis of 
south India. Transportation accounts lor 
nearly 50 percent of total petroleum products 
consumed of which 90 per cent is for road 
transport |3|. The rapid growth in passenger 
vehicles, particularly two-whcelers 115.41 
per cent p a), is partly due to the inadequacy 
ot public transport, and partly due to 
substantial increase in the city's population. 
This not only increased the total lucl 
consumption, hut also Ihc number of 
passenger kilometres. The result is the 
increasing density ot vehicles and the 
environmental pollution. The present study 
focuses on road transport where twu- 
wheclers. (hrec-whcclcrs. cars, and buses 
play a dominant role The impact of energy 
use on passenger transport volume, modes 


Tabic I Laki> Ust. Path bn 
in Hanoaiom 1 1991-21X11 1 

I Per Cent) 


Type of use 

1991 

2(811 

Residential 

34.3b 

37.54 

Transportation 

20 83 

20.53 

Parks, playgrounds, etc 

1009 

990 

Industrial 

10.14 

9.92 

Agriculture 

4.17 

309 

Commercial 

3 49 

4.18 

Others (schools, public 



buildings, del 

16 92 

14 84 

Total 

moot) 

loo.oo 


of transport, energy mtensiveness of each 
mode and their environmental effects are 
discussed in this paper. 

II 

Background Data and Information 

Bangalore is ihc capital of Karnataka 
state in the southern part of India with a 
population ol about lour million (1991 
census). The corporation of the city of 
Bangalore covers an area of 500 sq km and 
has a population density of K.000 persons/ 
sq km Between 1981 and 1990. tire 
population grew by about 8 per cent p a. The 
major land use in Bangalore is residential 
(35 per cent), followed by transportation 
(20 per cent) The remaining land is used 
for commercial, industrial, aad other 
purposes. The present and future patients 
of the land usage indicate that bet a tea 


Ta.i i: 2 hinmuMi. I mat atom or BTS 


Indicator 

19*1 

1990 

11 

Fleet strength 

820 

1675 

10427 

Operating efficiency 

90.2 

*5 

5J2 

Average speed (km) 

28 

32 

14 29 

TnpA/vctucte/day 

17 2 

185 

7J6 

No of mules 

362 

546 

50.83 

Route kilometres 

4850 

8125 

67 53 

Average mute 
length (kui) 

13 40 

14 M 

11.07 

No of schedules 

5*5 

1320 

175.64 


Srwne; Sta tuses Department. Karnataka Stale 
Road Transport Capaawa. Braga) nrr 


Tabu: 1. EmvIIm Anai vsts or Pr/rwu h>m Paonorni (Til i I9tt9-9t)i 


End-use 

MS 

HSD 

LUO 

fO 

Tat* 

1 ransport 

Power generation 

Process heat 

3589 (27.76) 
(1(81.00) 

9238 (71.47) 
84.09 

1748 

1591 

703 <18.28) 
(100.00) 

3123 (81 25) 
(10000) 

12926 

6988 

17a 

944 

M44 

20.76 

Total 

3,589 (19 38) 

10986 < 59 32) 

703 t3 79) 

3113 116 87) 

185 HI 


(I00JH 

(100.01 

(1000) 

<100.0* 

000*1 


Mae: Figure* hi paraMheaw represent pamtntgn 


1*1 
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1991 and 2000 AD. the share of residential, 
and commercial sectors will increase and 
thoae of transport and industrial sectors and 
parks will decrease (Table I) |4|. These 
figures indicate that the land area provided 
for transport is inadequate and may not keep 
pace with the growth of traffic. Also, the 
increasing vehicle population and the 
encroachment of footpaths by street vendors 
have resulted in congestion of roads with the 
consequence of fall in traffic service. These 
traffic hurdles result in low travel speeds, 
frequent stops with the acceleration and 
deceleration of vehicles resulti ng in increased 
fuel consumption and exhaust pollution. 

The transportation picture of Bangalore 
^characteristic of many metropolitan cities 
in India. In Bangalore, passenger road 
transportation is provided primarily by 
public transport and autorickshaws (three- 
wheelers) and private vehicles, viz, cars 
and two-wheelers. There is a predominant 
automobile traffic much of it involving 
daily work trips consisting mainly of buses 


and two-wheelers. A fairly well developed 
Bangalore Transport Service (BTS) exists 
with its major fleet operating from 
Bangalore Bus Station, the centre of the 
city. There is no electric suburban system 
for mass transport, although there are 
periodic discussions on this subject. Many 
of the roads in the city are narrow. There 


-. aro-a-«Hea of pm>a^ at*** la dm Ck* 
There arc many significant janetions In tha 
city without any flyovdrs. 

Gcnentlly.BTS operates Its servica mainly 
between 0600 and 2100 h. Many of the 
buses operate on fixed routes from points 
around the city centres and to suburban 
areas. Also. BTS operates Peak Hour 
Services (PHS) to some important industrial 
suburbs. There are pronounced peaks or 
person movements into and out of the city. 
ic.0800-1100hand 1700-2000h.Majority 
of. the commuters are employees and 
working class categories belonging to the 
middle and low income groups. Higher 
salaried people use personal transport such 
as motor cycles and cars. 

Ill 

TranaportaHoB 1981-90 ■ 

The growth of Bangalore city has been 
phenomenal. It achieved 80 per cent 
population growth between 1971 and 1980 
and 50 per cert between 1981 and 1990. The 
growth pattern indicates that, within the next 
few yean, all of the satellite town centres 
will be a part of Bangalore. And. the Public 
Transport Service. BTS. t» not keeping pace 
with the expansion. Between 1980and 1990. 
its fleet strength was doubled from 820 to 
1.675. Thus the number of vchicles/million 
of population increased only marginally, i 
e. from 266to 280 and the route km travelled 


Table 5: Consumption op Enexsy (SarmtwuE) (1989-90) 


Year 

Total 

Consump¬ 

tion 

<TJ) 

Rood Transoort 

As 

PerCent 
nf Total 

Rail 

Diesel 

wsy Transport 

As 

Per Gent 
of Total 

Motor 

Spirit 

Diesel 

Total 

Coal 

Total 

1980-81 

9068 

1989 

.3877 

5866 

64.70 

258 

294.7 

3201 

35.30 

1981-82 

8746 

2060 

3872 

5931 

67.82 

314 

2501 

2814 

32.18 

1982-83 

8921 

2159 

4280 

613*) 

72.18 

383 

2099 

2482 

27.82 

1983-84 

9058 

2345 

4.47.7 

6918 

76.38 

469 

1671 

2140 

23.62 

1984-85 

9167 

2484 

4974 

7458 

• 81.35 

566 

1144 

1710 

18.65 

1985416 

9870 

2622 

5712 

8334 

84.44 

634 

902 

1536 

1556 

1986-87 

10.345 

2827 

6205 

90.7.7 

87.31 

716 

597 

1313 

12.69 

1987-88 

10994 

.3024 

6825 

9849 

89.58 

794 

351 

114.4 

10.42 

1988-89 

11835 

3292 

7440 

10732 

90.68 

913 

I9Q 

1103 

9.32 

1989-90 

12907 

.3589 

8192 

11781 

91.28 

1046 

80 

1126 

8.72 


Table 4 : Consumption ot- Petkolekm PaomxTS by EninUse Shu* ( 1989 - 90 ) 

Year Total Transportation Industry Residential and 



Consump¬ 

tion 

(TJ) 

Motor 

Spirit 

Diesel 

Total 

As 

PerCent 
of Total 

Diesel 

Fuel Oil 

Light 
Diesel OH 

» 

Kerosene 

Total 

As 

PerCent 
of Total 

Kerosene 

As 

PerCent 
of Total 

1980-SI 

I329t 

1989 

4136 

6125 

46.08 

976 

2230 

.393 

163 

3761 

28.30 

.3406 

25.62 

1981-82 

13757 

2060 

4185 

6245 

4.4.39 

104.4 

2133 

.784 

178 

.3741 

27.19 

3772 

27.42 

1982-83 

14908 

2159 

4663 

6822 

4.4.76 

1241 

2294 

797 

218 

4151 

27.85 

39.15 

26.39 

1983-84 

15912 

2345 

5042 

7387 

46.42 

1324 

2374 

410 

251 

4.359 

27.40 

4166 

26.18 

1984-85 

. 17186 

2484 

5539 

8013 

46.69 

13.46 

2519 

480 

292 

4647 

27.04 

4515 

26 27 

1985-86 

18827 

2622 

6346 

8968 

47.64 

1410 

2660 

520 

.340 

4931 

26.19 

4928 

26.17 

19*640 

20551 

2827 

6921 

9748 

47.43 

1490 

2811 

564 

380 

5245 

15.52 

5558 

27.04 

1987-88 

21301 

3024 

7619 

10643 

47.72 

1560 

2970 

588 

.199 

5518 

24.75 

6139 

27.53 

1988-89 

24227 

3292 

8353 

11645 

48.07 

1642 

3168 

618 

440 

5870 

24.11 

6712 

27.71 

1989-90 

26161 

7589 

.9238 

12827 

49 03 

1748 

3401 

625 

460 

6134 

11.83 

7100 

27.14 
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increased by 67.53 per ccm (Tabic 2) |5]. 
Therefore, ai preseni, the tmly .solution for 
a Bangalorean who wants to reach his 
destination in time is in have access to a 
private vehicle, be it a two-wheeler or a 
car. That is why, private vehicle population 
increased by 300 per cent during the same 
period. Thus, personal transportation 
occupies a significant part of road 
transportation, thereby; increasing the per 
capita energy consumption. Thus, the use 


Year 

Bharat Petroleum Corporation and Indn- 
Burman Petroleum Corporation. 

IV 

Data Analysis 

The consumption oT commercial energy 
between 1980 and 1990 (Figure I) indicates 


that the shares of transport sector arc high 
when compared to other energy carriers. In 
the case of petroleum products also, the 
transportation sector is the largest consumer 
and its share is increasing over the years 
(Pigure 2). During 1989-90. Bangalore 
consumed I8519TJ of energy, out of which 
69.80 per cent went to the transport services 
and the remaining to the power generation 
and process healing. In the transport service*, 
diesel, which is used by railways, buses and 
trucks, etc. is the main fuel accounting for 
59.32 per cent of the total while the rest is 
met by petrol (Table 3). Between 1980 and 
1990. the share of energy for transport sector 
increased from 46.3 to 49.5 per cent while 
that of industrial sector's decreased. No 
changes are noticed in the shares of residential 
and commercial sectors (Table 4). 

Modem transport sector in most develop, 
ing countries exhibits another predominant 
trend, viz, Ihc major share is held by the road 
transport. The share of road transport 
which was 64.7 per cent during 1980-81 
increased to 91.28 per cent in 1989-90. 
whereas railways show a corresponding 
decrease. The main reason for this may be 
the shift from coal to oil. The breakdown 
of fuel type by mode of transport provides 
an interesting glimpse of the variability in 
transport energy use pattern (Table 5). A 
study ot the variation of the number of 


Table 7- Gbowtm Rates of Minw Vehkies and Petbi* Coksomitkm i 1980-90) 


Year . Vehicle Type and Its Growth Rate ( Per Cent) _ _ 

Two- GrowthThree- Growth Cars Growth Jeeps Growth Taxis Growth Petrol Grow* 


of automobiles and their fuel demands is 
central to a discussion nl energy in 
transportation. 

Data pertaining to the number ol vehicles 
of different categories for a period of 10 
years (1980-81 to 1989-90) was obtained 
from the office of the transport commission¬ 
er. Bangalore. It gives information on the 
number of vehicles of each category, viz. 
two-wheelers, autos, cars, jeeps, buses, trucks, 
etc. The information on the quantity of the 
consumption of petroleum products, t e. 
petrol, diesel, fuel oil. light diesel oil. and 
kerosene was obtained from the offices of 
the oil corporations, viz, Indian Oil Corpo¬ 
ration. Hindustan Petroleum Corporation. 



Whcc- 

ten. 

Rale 

Whec- Rote 
lets 


Rale 


Rate 


Rate 

Coa- 

Monp' 

toon 

fU) 

Rate 

(Per 

Cent) 

1980- 81 

1981- 82 

II 175(1 
1256(8) 

12.39 

10046 

10.355 3 08 

.31738 

32429 

2 18 

3554 

3.47(1 

045 

1120 

1171 

4.35 

61016 

63180 

.1.55 

1982-83 

1.35536 

791 

11063 6 84 

.33506 

3.32 

3726 

437 

1276 

8.97 

66230 

481 

198.3-84 

I6220(i 

19 68 

II880 7.38 

.36064 

7.63 

40*3 

8 51 

1607 

25 94 

71938 

862 

1984-85 

189619 

1690 11.348-4 48 

47787 

32 51 

4995 

2.3.55 

2027 

26.14 

76193 

591 

1985 86 

2162.34 

14 04 

10446 -7 95 

5.3150 

II 22 

4914 

-162 

1756 

-13 37 

80426 

556 

1986-87 

236726 

948 

10524 0.75 

54885 

.3.26 

5122 

4.23 

1717 

-2.22 

86732 

7.84 

1987-88 

301677 

27.44 

12439 18 20 

64703 

17.89 

.4741 

1209 

2027 

18.05 

92756 

695 

1988-89 

3437.33 

13 94 

15513 24 71 

65916 

1 87 

5966 

3 92 

2089 

3.06 

100980 

887 

1989-90 

401X11 

16.90 

15591 0S1 

71078 

7.83 

5823 

-240 

2218 

• 6.!t 

110083 

901 

Average gmwih 
raic (per cent) 

15.41 

.4 45 


9.75 


5.90 


8 59 


679 


Tabu 6: Statistics nr Motub Vehictts aw Theib Shabf.s (1980-81 to 1989-90) 


Year 

Two- 

Wheelers 

Per Cent 
of 
Total 

Three- 

Wheelers 

PerCent 

of 

Total 

. tfumber.qtYehiwks vf Each. Type andThctrSfaDmloial_ 

Cars Per Ccm Jeeps Per Cent Buses Per Cent Trucks 
ol of of 

Total Total Total 

PerCent 

of 

Total 

Others 

PerCent 

of 

Total 

I! 

198081 

II1750 

64.61 

10046 

5.81 

31738 

18.354 

3554 

2.06 

2256 

1.30 

8216 

476 

.3413 

197 

172912 

1981-82 

125600 

66.88 

10.355 

5.51 

32429 

17.267 

3570 

190 

22.39 

U9 

8544 

4 55 

3293 

1 75 

187102 

1982-83 

1355.36 

67.22 

11063 

.4.49 

31406 

16.618 

3726 

1.85 

2482 

1 21 

10020 

497 

3478 

172 

201621 

1983-84 

162206 

69.67 

11880 

5.10 

.36064 

15.490 

4041 

1.74 

2704 

1.16 

10686 

4.59 

3735 

1 60 

232*18 

1984-85 

189619 

69.10 

11348 

4.14 

47787 

17.41.1 

4995 

1.82 

2926 

1.07 

II106 

4.05 

5157 

188 

274430 

1985-86 

216214 

71.09 

10446 

1.43 

5.31.40 

17.473 

4914 

1.62 

2746 

0.90 

11512 

3 79 

4400 

1.45 

104166 

1986*87 

236726 

72.49 

10524 

1.22 

54885 

16.805 

5)22 

1.57 

3030 

093 

11366 

3.48 

4442 

1 36 

126581 

1987-88 

101677 

74.09 

12419 

3.06 

6470.3 

15,891 

5741 

1.41 

1151 

0.77 

11013 

330 

5751 

141 

407159 

1988-89 

343711 

74.74 

1.1511 

317 

65916 

14.3.72 

.1966 

1.10 

1270 

0.71 

15229 

3.11 

9188 

204 

459*97 

1989-90 

401811 

76,75 

15591 

2,9* 

71078 

13.576 

5823 

Ml 

34.91 

067 

16467 

315 

8413 

161 

521539” 


i 

1 

1 


163 
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nous 3 : Growth or Vmcuiar Population ( 1980-90) 



different vehicles over time (i e, from 1980- 
81 to 1989-90} shows that two-wheelers and 
c^n have increased steadily with time while 
die increase in other types of vehicles is 
marginal (Figure 3). The variation of 
diffimntcategariesofvehiclesbetweBn 1980 
and 1990 indicates that, during 1980-81, 
two-wheelers constituted 64.63 per cent of 
the total whereas they increased to 76.73 per 
cent during 1989-80. All other categories 
showed a declining share in the total. During 
the same period the average growth rate of 
vehicular population was 13.22 per cent 
(Table 6 ). 

The growth of two-wheelers is remarkable 
after 1980. They achieved an average growth 
rate of 13.41 per cent per year during this 
period, certainly, the highest among 
developing countries ( 6 ]. During the same 
period, thegrowth rate of petrol consumption 
was 6.79 per cent (Tabic 7). In the case of 
diesel-driven vehicles (Table 8 ), trucks 
achieved an average of 8.18 per cent growth 
per annum while that of buses was only 3.11 
per cent whereas the diesel consumption 
repotted an average growth rate of 8.13 per 
cent per annum. The characteristics of 
different categories of vehicles (Table 9) 
shows that the fuel consumption ( 1 /km) varies 
widely with the type of vehicle, ft is 0.03 
for a two-wheeler and 0.09 for a car. In the 
case of specific fuel consumption, it is 290 
g/km for a two-wheeler and for a car the 
value is 182 g/km [7]. 


Vehicle Type and Energy Uae 

Vehicle Census AmuMOt 

The total petrol/diesel consumption 
discussed in this study does not reveal the 
contribution of various categories of 
vehicles to the total consumption. 


89-90 


Therefore, the effect of different categories 
of vehicles on the total consumption is an 
important parameter to find out. Instead of 
finding out these values by sample surveys, 
the vehicle-wise consumption can be 
estimated using statistical methods. This 
method can be referred to as vehicle census 
approach. Using this approach, the fuel 
consumed by different vehicles was estimated 
by regressing the average monthly fuel 
consumption on the number of vehicles in 
different categories. Hie form of equation 
to estimate the monthly fuel consumption 
of ith category of vehicles is: 


V 


P« + * X,B, 


where 

X = number of vehicles of ith category 
Y, *= consumption of fuel (k 1 /year) 

P, = average rate of fuel consumption 
per ith category of vehicle (kl/y) 
The regression coefficients indicate the 
marginal increase in fuel consumption per 


' J .Vf.v, r v* 

MriHwcrtase ld dtenemberof vcMofet of • 
the ith category. If the increase is Hnear, than 
the regression coefficient is also the average 
energy consumed per month through that 
category of vehicles. 

The resulting equations are: 

For petrol-driven vehicles 
«* 19030+0.!286 2W+1.2256 3W+0.4533 Car 
(0.06123) (1.0927) (0.3166) 

+ 0.6238 Jeep + 2.8801 Taxi 
(0.3215) (1.7235) 

R s * 0.98 

For diesel-driven vehicles 
>21306 + 15.4311 Bus + 7.5411 Thick 
(7.024) (2.15) 

R 1 = 0.96 

(Figures in parentheses are standard errors.) 

The results (Table 10) show that on an 
average two-wheeler consumes 10.72 litres 
of petrol per month whereas a car consumes 
37.7 litres. The high values of t indicate 
that the regression coefficients are not zero 
and there exists a relationship between the 
number of vehicles of different categories 
and the consumption of petroleum products. 
Using the fuel consumption per vehicle the 
total energy consumed per each category 
of vehicle is estimated. Two-wheelers 
consume 42.19 per cent of the total petrol 
whereas 26.29 per cent is used by can. 
Trucks are the major consumers of diesel 
with 63.31 percent followed by buses with 
27.29 per cent. In the passenger transport, 
buses consume 33.42 per cent of the total 
followed by two-wheelera with 28.22 per 
cent (Table II). As shown in Figure 4. 
[rucks are the major consumers of petroleum 
products with 40.84* per cent of total 
consumption followed by buses with 17.7 
per cent. 

Vehicle Category and Eneroy Use 

In this section, energy use is disaggregated 
into vehicle category use. In each category, 
energy use is expressed as the product of 
a level of activity and an energy intensity. 


Table 8 : Growth Rates of Motor Vehicles and Onset. Consumption (1980-90) 


Year 



Vehicle Tvse and Its Growth Rate (Per Cent) 





Buses 

Growth Trucks Growth 

Tract-Growth 

Trail- Growth Others 

Diesel 

Growth 



Rate 


Rale 

on 

Rale 

en 

Rate 


Coasum- 

Rate 











pdon 

(Per 


0 


• 







(kl/y) 

Cent) 

1980-81 

2256 


8236 


1929 


1734 


549 

103299 


1981-82 

2239 

-0.75 

8545 

3.75 

1781 

-7.67 

1637 

-5.59 

475 

102778 

-0.50 

1982-83 

2482 

I08S 

10020 

17.26 

1823 

2.36 

1678 

2.50 

514 

113345 

10.21 

1983-84 

2704 

8.94 

10686 

6.65 

1510 

-17.17 

1361 

-18.89 

757 

120763 

6.544 

1984-8$ 

2926 

8.21 

11106 

3.93 

1493 

-1.13 

1444 

6.10 

1676 

132573 

9.779 

1985-86 

2746 

-6.15 

11532 

3.84 

755 -49.43 

671 

-53.53 

1963 

152242 

14.13 

1986-87 

3030 

10.34 

11366 

-1.44 

496 

-34.30 

446 

-33.53 

2269 

165585 

8.764 

1987-88 

31SI 

3.99 

13013 

14.49 

693 

39.72 

589 

32.06 

3127 

III420 

9.563 

198849 

3270 

3.78 

15229 

1703 

893 

28.86 

789 

33.96 

6500 

194427 

7.169 

1989-90 

3493 

6.82 

16467 

8.13 

853 

-4.48 

762 

-3.42 

$443 

207830 

6.893 

A wage growth 
rate (per cent) 

5.11 


IIS 


-4.11 


-4.48 



8.15 


'm 
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the share of BTS buses decreased from 81.89 
to 76.62 per cent far PKM*. and 4S.92 to 
35.12 per cent for energy use (Table 13). 
Figure 5 shows the shares of different vehicles 
in the total energy use. 

The energy intensivenecs for different 
transportation modes indicates the efficiency 
of any system. An average car has an energy 
intensity of 0.99 MJ/passenger km and a 
two-wheeler 0.72 MJ/passenger km. The 
BTS bus has an energy intensity of 0.16 MJ/ 
passenger km (Table 14) . This wide variation 
between different categories of vehicles is 
due to various factors such as energy 
consumption per km. average vehicle load, 
speed of the vehicle, esc. Even in the same 
category, there will be considerable variation 
depending upon the age. quality of the 
vehicle, traffic congestion, etc. which works 
against efficiency. 

TRANSKMtTATON ANO EnHUTY DWAW 

The structure of energy demand for road 
transportation can be studied as:_ 


For example, for automobiles, the activity 
elected is vehicle-km travelled and the 
mergy intensity is then expressed as Joule/ 
cm. Total energy use is the sum of such 
products. 

E . VKM , * (El,) (2) 

where 

i * Category of vehicle 

E = Total energy use (Joules) 

VKM * Vehicle kms 

El ■ Energy Intensity (J/km) 

Using this equation, the change in energy 
jse over time is then decomposed into a 
dtange due to changed activity levels and 
i change due to changed energy intensities. 
Energy consumption of any mode of 


is calculated as: 


where 

i « Category of transport 

j ® Type of fuel 

El * Energy intensity (J/pasaeager km) 
EF = Fuel efficiency (vehicle km/litre of 
fuel) 

LF = Loading factor (pereons/vehicle) 
F * Energy content of the fuel (J/Ktre) 

To calculate energy intensity, one should 
estimate the distance Ira veiled per vehicle 
category and the estimation of per vehicular 
consumption of fuel. Table 12 shows vehicle 
kms and energy activity in detul for all 
'modes of transportation during 1989-90. 


HE/VKMy (♦) 

energy intensity 

where 

t » Index for the year 

i a Index for the vehicle category 
j a Index for dm fuel type 
PTE a Passenger Transport Energy 
Demand (GJ/ycar) 

P , a Passengers travelled (no) 
KM/P a Intensity of transport demand 
(km/passeager) 

PKM a Passenger kflommer rtrmmdbd 
* P • (KM/P) (taafycnr) 

V a Numberof vdudesia operation 

, KM/V a Intensity of vehicle use 


PTE,* PKM • KV^'flCM/VyPKMJ 
(travel (capital intensity 
(3) : demand) stock) of use 


ranspon depends mainly on its energy 
nteruity, i e, the inverse of efficiency 
expressed as joules per passenger km). 
Ills Index is not only related to fuel 
:ffJclency but also the use rate of modes 
e g, the loading rate of city buses) |8 J. The 
:nergy intensity of any transportation mode 


I Two-wheelers accounted for the highest l 
(number of ve hicle k ms (53.3 per cent). In J 
the case of passenger kms. between 1980 and 
1990. two-wheelers achieved an annual 
growth rate of 25.96 pa cent and (heir share 
inenergy consumption increased from 16.71 
to 29.66 pa cent. During the same period. 


(km/vehicle) 

VKM a Annual vehicle kilometres 
E a Energy consumed (GJ) 
E/PKM a Energy intensity factor 
(GJ/PKM) 

Usmgequation(4).theenergydemmd.PrE < . 
can be disaggregated into different factors. 


Tasu 9: OusAmaamrs of Mam T*aksfo«tatio* Monas 


rypeof 

/ehkfc 

BMP 

(Shaft) 

KW 

(Shaft) 

Rid ContmpnoB 
(l/km) 

Speed 

(kmftv) 

Capacity 

(Tonnes) 

Fud Consumption 
tl/hri 

Maud 

Body 

Pad Tank 

Capacity 

) (Tomes) 

* 

Specific Fad 

tafine-ton) 

Life 

(Yean) 

No Load Full Load 

No Load 

Rrtl Load 


FSH Load No Load 

icooter 

1.50 

1.13 

0,02 

0.03 

40.00 

0.13 

0.80 

090 

0.10 

8.00 

290.0 

200.00 

1500 

Motorbike 

1.75 

1.30 

0.02 

o.a3 

45.00 

0.13 

0.80 

0.90 

Oil 

8.00 

290.0 

30000 

1500 

2ar 

14.50 

10.90 

0.06 

0.09 

70.00 

0.50 

4.50 

5.50 

0.40 

5000 

1820 

67.00 

1500 


11.00 

13.50 

0.10 

0.13 

45.00 

0.70 

5.50 

6.20 

OAO 

40.00 

156.3 

100.00 

15-00 

Van 

24.00 

17.90 

0.13 

0.15 

40.00 

0.60 

5.00 

600 

0.60 

50.00 

I30J0 

6500 

1500 

Tractor 

35.00 

26.il 

0.20 

0.25 

20.00 

ISO 

6.00 

5 00 

2410 

6000 

16741 

10300 

2500 

Track 

110.00 

83.60 

0.16 

0.20 

50.00 

7.20 

124)0 

<0.00 

8-90 

180.00 

278 

MW 

2000 

fen 

110.00 

82.60 

. 0.16 

0.20 

60.00 

7.20 

12.00 

10.00 

8.50 

16800 

278 

TOM 

3008 


Outre**: SMdttki Department, Karnataka State, Transport Oorporahoac Bangalore. 
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ii0.99 M J/pKM whereas far ■ two-whoever, 
it 1*0.72 MJ/PKM and for a bus 0.16 MS/ 



PKM. With ihc introduction of fuel efficient 
two-wheeters and can, the consumption per 
vehicle seems to have come down. However, 
this fact is yet to be tested 
As the above results show, in the near 
future, two factors play an important role 
in the reduction of energy demand and one 
factor contributes to its acceleration. The 
former are improvements in the efficiency 
of the vehicle engine and less average run 
per vehicle and the latter is an increase in 
the total number of vehicles. 


Vehicle Blacticity 


Vehicle elasticity is an important factor 
in determining the impact of vehicle 
penetration in the future. The elasticity of 
a particular category of vehicle can be defined 


as the rote of change in total consumption 
of energy with respect to its percentage 
pcnctmion.Thi.scan be given by the equation: 


The first factor. V, is the number of can be maximised if the vehicle is operated y - fuel consumption of ith category of 

vehicles. With increasing incomes and at 100 per cent passenger capacity. Thus ‘ vehicle (kl/year) 

availability of vehicles on loan/lease, the when a private car is driven by one person x = number of vehicles in the ith category 

rate of gmwthof vehicle population increased or when the public transport buses run * using jlh fuel 

rapidly over the years. Average number of without the full capacity, the energy p = average fuel consumption of ith 

two-wheelers per family was 0.185 during intensity per passenger km increases. At ' category of vehicle (kl/year) 

1981 which increased to 0.45 in 1990 [9J. present norms, the energy intensity of a car ^ = vehicle elasticity. 

This indicates that one out of every two 

households in Bangalore possesses a two- Ta»le H> Pe* Vemk-le Cohsumtiicjn of Petwilkjm Pmhxkts 


wheeler. The respective figures for cars are 
0.0S and 0.08. This is because, with 
increasing urbanisation, the need and the 
demand for passenger transport increases 
simultaneously. Also, with increasing 
population, the number of people travelling 
increases, thereby increasing the number of 
vehicles. Thus, with increasing urbanisation, 
and population, not only the increases 
with respect to t. but the proportion of 
allocated among different categories of j 
changes with respect to the growth rate of 
population, availability of vehicles, income 
of the population, rate of urbanisation, and 
the relative transport fuel prices. 

The second factor. km/V, is the average 
run per vehicle per year. These values are 
4.330 km/year for car and 3.860 km/year for 
two-wheelcr. With almost explosive growth 
of urban centres, the distance between the 
home and work place increases, thereby 
increasing the distance travelled. 

The last factor to be considered, E, is the 
fuel consumption. This depends on the 
efficiency of the mode of transport which can 
be measured by the energy input required to 
transport passengers to a given unit of 
distance. Thus, the efficiency of 4 vehicle 
can be defined in terms of (E/VKJ4)., or the 
product value of load factor (VKM/PKM) w 
■ and the energy intensity of a vehicle can be 
£. defined through <E/PKM) r For a stated 
|_ vehicle energy intensity, energy efficiency 

i^i * 6 


Fuel 

Type 

Vehicle Type 

Regression 

Coefficient 

t-valuc 

Per Vehicle 
Consumption (I/m) 

Petrol 

Two-wheeler 

0.1286 

1.5631 

10.72 


Three-wheeler 

1.22.36 

1.1217 

102 13 


Car 

0.4533 

1.4317 

37.78 


Jeep 

0.6258 

1.7238 

52.15 


Taxi 

2.8801 

2.0581 

240.01 

Diesel 

Bus 

15.4341 

2.0524 

1286.18 


Truck 

7.5411 

3.2981 

628.43 


Taele 11: Tranvortation Eneeoy Use by Mm* of Transfort (1989-90) 


Vehicle 

Type 

Motor 

Spirit 

Energy Consumption (TJ) 
Diesel Passenger 
Transport 

Freigjit 

Transport 

Total 

(TJ) 

Per Cent of the 
Total 

Two-wheelers 

1685 


1685 


1685 

14.98 


(42.19) 


(28.22) 




Three-wheelers 

623 


623 


623 

5.54 


(15.60) 


(10.44) 




Cars 

1050 


1050 


1050 

9.33 


(26.29) 


(17.59) 




Jeep* 

119 




119 

1.06 


(2.98) 






Taxi* 

208 


208 


208 

1.85 


(5.21) 


(3.48) 




Buses 


1995 

1995 


1995 

17.73 



(27.49) 

(33.42) 




Trucks 


4595 


4595 

4595 

40,84 



(63.31) 


(87.31) 



Others 

.309 

668 

309 

668 

977 

8.69 


(7.74) 

(9.20) 

<16.85) 

(12.49) 



Total 

4086 

7349 

5963 

5350 

11252 

100.00 


(100.00) 

(100.00) 

(100.00) 

(100.00) 




Note: Figures in parenthesis represent percentages. 
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transport service (BTS). (he ratio is 
decreasing with ali other categories of 
vehicles indicating that it is not keeping pace 
with others. 

VI 

Dbcankm 

Impact oh Envikonment 

Vehicles emit carbon monoxide. unbumt 
hydrocarbons, nitrogen oxide and sulphur 
dioxide which pollute the environment 
thereby causing serious damage to the health 
of human and other living things. In this 
study, an attempt was made to estimate the 
emissions through various vehicle 
categories based on the emission 
measurements carried out by Pundir and 
Sudhakar [10]. 

The contribution of various categories of 
vehicles lo the air pollution is given in 
Table 18. An important observation from 
these figures is that the contribution of 
two-wheelers to the total emissions is very 


This t] is considered as the index 
representing the cpnsumption-penetration 
relationship. It is dimensionless and lies 
between zero and one. Elasticity of zero 
implies that the total fuel consumption is 
not affected by the ith vehicle whereas 
elasticity of one implies that the total fuel 
consumption is affected only by the ith 
vehicle category. 

The value of t) in the equation (5) indicates 
that a one-point increase in Ihe penetration 
of a vehicle category results in certain 
percentage increase in petrol usage. For 
example, in the case of two-wheelers, the 
consumption of petrol per annum is 128.64 
litres and the vehicle penetration is 0.5023. 
Hence, the two-wheeler elasticity of petrol 
consumption is 0.47 which means that 
with a one percentage increase in the 
penetration of two-wheelcrs results in a 
0.47 per cent change in the consumption 
of petrol. Table 15 contains the elasticities 
of different vehicle categories. On this basis, 
a I per cent increase in the penetration of 
two-wheelers can be estimated to lead to 
an increase in Bangalore’s petrol 
consumption to 387.90 kl per year. Similar 
calculations have been earned out to 
estimate the effects on petrol and diesel 
consumption of increase in the penetration 
of other vehicles (Tabic 16). 


auto, and two-wheelers to auto. Ihe ratio high for carbon monoxide and 
increases. This indicates that two-wheelers hydrocarbons. For 1989-90. the total CO 
are increasing fast when compared to other emissions were 33.043 tonnes in which the 
categories of vehicles. In the case of public contribution of two-wheelers and can were 

Table 12' Vehicle Tyu and Enemy list (1989-90) 


Vehicle 

Type 

Vehicles 

(No) 

Fuel 

Consume/ 
Vehicle 
(Kl/year) 

Km/Vducle Vehicle-Kins 
(Thousands) (Millions) 

Per Cere of Total Fuel 
die Total Consumn 
Ikl) 

Energy 

(TJ) 

Two-wheeler 

401811 

0.13 

.3.86 

1551 

53.32 

51689 

1685 

Three-wheeler 

15591 

1.23 

24.51 

382 

13.14 

19110 

623 

Cars 

71078 

0.45 

45.3 

322 

11.08 

3221' 

1050 

ieeps 

5823 

0.63 

375 

22 

075 

3644 

119 

Taxis 

2218 

2.88 

28.80 

64 

220 

6388 

208 

Buses 

4215 

15.43 

46.30 

195 

6.71 

65054 

2407 

Trucks 

16467 

7.54 

22 62 

373 

12.81 

1241*0 

4595 

Total 

517203 



2908.46 

10000 

302281 

10687 


Tabi c 13: Moots nr Tsanstobt ahu Chamois in Passengbi Kms ani> Enou.y Ust < 1980-401 „ 


Vehicle Passenger Kms Annual Share of PKMs Energy Ure Store of Energy 
Type iMjll|on]_ Growth (PerCeni) __ (TJ )_ (P er Pent) 



1980 

1990 

(Per Cere) 

1980 

1990 

1980 

1990 

1980 

1990 

Two-wheeler 

647 

2326 

25.96 

6.76 

12 18 

469 

1685 

1671 

2966 

Three-wheeler 443 

764 

7.25 

463 

4.00 

401 

623 

14 31 

10.97 

Can 

475 

1063 

12.38 

497 

5.56 

469 

1050 

1672 

18.49 

Jeep* 

62 

102 

6.45 

065 

0.53 

73 

119 

259 

209 

Taxis 

106 

211 

9.91 

l.ll 

1.10 

105 

308 

3 75 

3.67 

Buses 

7834 

14637 

8.68 

81.89 

76.62 

1288 

1995 

45 92 

.3512 

Total 

9567 

19103 


100 

100 

2805 

5680 

100 

too 


Table 14 Vnncu Tm anu Enemy Use (1989-901 


INTODGKN PENCE 

The interdependence of one vehicle on the 

Vehicle 

Type 

Fuel 

Consumption 

(Kl) 

Energy 

(TJ) 

Activity 

Unit 

Vehsck-Kms 

(MtHioai 

Passenger 

Kms 

(Mithuni 

Energy 

hi it reily 

(MJ/PKM) 

other ix an important factor that must be 

Two-wheeler 

51689 

1685 

PKM 

t5St 

2327 

072 

given due consideration. A ratio of one type 

Three-wheeler 19108 

623 

PKM 

344 

764 

082 

of vehicle to the other can be formulated as 

Can 

32224 

1051 

PKM 

.354 

1063 

0.99 

given in Table 17. For example, the ratio 

Jeeps 

3644 

119 

PKM 

29 

102 

U7 

of the number of cars to the number of turn- 

Taxis 

6388 

208 

PKM 

70 

210 

099 

wheelers decreased even though there is an 
individual increase. In ihe case of care to 

Bures 

Total 

63055 

2407 

6093 

PKM 

325 

267.3 

14625 

19089 

016 
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Category of Vehiclei 


.38 and 21.5 per cent respectively. In the 
case of HC. the estimated emissions were 
14,296 tonnes in which the share of two- 
wheelers is around 54 per cent. Diesel- 
driven vehicles are the major contributors 
of NO (90 per cent of total). Figure) 6 and 
7 show the contribution of emissions for 
different categories of vehicles and 
Figure 8 gives detailed information on the 
relative impact of different modes of 
transport on energy consumption and 
environment. 

As the results suggest the quantity of 
emissions particularly by two-wheelers is 
alarming. And in the coming years, the 
figures will increase further due to increase 
in the vehicle population. Unless steps are 


Actually, automobiles pollute in several 
ways and control of engine emissions 
deals with but one of these. For example, 
an auto tyre reduces its weight by about 
1/3 kg less every year, the loss being in 
the form of rubber dust abraded away 
against the road. Thus, each road vehicle 
contributes some* 1/3 kg of rubber dust to 
the ambient each year. While there has 
been no definite study of the flow and 
ultimate end of this pollutant, it can be 
assumed that a portion of it goes into the 
air we breathe while some is washed down 
to earth - perhaps to pollute the drinking 
water (12]. 


Asbestos dust is one of the Ithown, 
identified carcinogens. Every time 6n 
automobile's pedal is pressed, asbestos dust 
is put into the atmosphere. Autobraking 
linings are made up of asbestos, and in the 
cowrie of converting the machine's kinetic 
energy into heat, these linings are converted 
into asbestos dust. 

I act on Land Resources 

In the case of transport, another serious 
waste related to auto and taxi use is that of 
land resources which necessitates large 
amounts of valuable land for the movement 
and parking of vehicles. In Bangalore, the 
availability of the land for transport is limited 
(20 per cent of total, including parki ng space) 
and it is not possible to expand it because 
the living areas are densified, thus permitting 
the services to be available with minimum 
travel requirements. Also.thecoslofbuilduig 
and maintaining the streets, roads and 
highways, cleaning them, providing them 
with light and traffic signals, etc. is no way 
related to the direct users' willingness and 
ability to pay. Thus the question is whether 
to invest in the increase of transportation 
facilities like construction of more roads, 
increasing the number of operations per 
vehicle, etc,, or utilise the existing 
infrastructure more efficiently. 

I mvact on Energy 

The consumption of energy in 
transporting people is only a part of the 
total energy consumption. Vehicles account 
for significant energy consumption in their 
manufacture and transport, extraction and 
processing of raw materials required for 
their manufacture. Similarly, the cons¬ 
truction and maintenance of roads consume 
energy. 


Tabu 13: Vehicle Elajtktties 


taken to reduce emissions, there will be a 
serious damage to the environment. Some 
funda-raental approaches to the fuel 
economy improvement enable percentage 
emission reductions, e g. in an efficient 
engine, the combustion temperature lowers 
reducing NOx formation. Also, the increase 
in unburnt hydrocarbons, with air to fuel 
ratio, can be prevented, by improving 
ignition and can be mitigated by improved 
exhaust after-treatment {II]. 

Also, in the long run, valiicte-emission 
standards should be formulauddn the basis 


of pollutants emitted by different categories 
of vehicles under actual driving conditions. 
Necessary test procedures should be 
developed and the requisite ftdUEes should 


be established. Assessment of present 
engine technology, mdokwing air quality 
a n d estab lishment of laboratories for vehicle 
certification for emissions should be made 
obligatory. 



Vehicle 

Category 

Fuel 

Used 

Per Vehicle 
Consumption 
(l/y) 

No of 
Vehicles 

Vehicle 

Penetration 

Elasticity 

Two-wheeler 

Petrol 

128 64 

401811 

0.5023 

0.470 

Three-wheeler 

Petrol 

1225.68 

15591 

0.0195 

0.174 

Car 

Fetp>l 

453.24 

71078 

0.0888 

0.293 

Jeep 

Petrol 

625.80 

5823 

0.0073 

0.033 

Taxis 

Petrol 

2880.12 

2218 

0.0028 

0.058 

Bos 

Diesel 

15433.44 

3493 

0.0044 

0.239 

Truck 

Diesel . 

1541.14 

16467 

0.0206 

0.598 


Tasu 16: Effect of Increase of Vbhkxe PsamunoN on Fu*l Consumftion rot Banoalom 


Vehicle 

Category 

Vehicle 

Elasticity 

Increase ta 

Consumption (kl/year) 


Two-wheeler 

03003 

0,470 

387.90 

IlIHrWflIMCi 

0.0195 

0.174 

190.26 

Car 

0.0888 

0.293 

320.75 

Jeep 

0.0073 

0.033 

36.28 

Taxis 

0.0028 

0.058 

63.60 

Bus 

6.0044 

0.259 • 

53745 

Tret* * 

0.0206 

0.598 

1238.02 


t 
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Total Motorised Passat 

Mgcf Transport 





* 




i 


i 

4 - 

4 - 


Two- 

Wheeler 


Car 


Three- 

Wheeler 


Bes 








V 

Specific Primary Energy Consumption (GJ/PKM) 



t 


I 

l 

x 


0.0007 


0.0009 




0.0003 











Specific Total Emits ions (g/PKM) 





i 

1 

1 

CO 

8.3 


24.03 


15.84 


0.0228 


HC 

5.18 


3.57 


9.87 


0.0038 


No* 



1.57 




0.0431 



• 






Demand Side Management 

The solution for solving transportation 
problems should be seen in terms of 
technological, and policy perspectives. They. 
are: 

echnological 


(iii)Trade-offs: Trade-offs among the 
performance, emissions, cost, safety and 
fuel economy have been used by the manu¬ 
facturers in meeting this. 

(b) Alternative fuels: in Bangalore. 90 per 
cent of the total transport energy is through 
road vehicles. Thus, there is a clear need to 
reduce the energy for road transport which 


depends oo oil- b a s e d fuels and this requires 
changes to engine/motor technology.'The 
most promising alternative technologies 
appears to be Ompresscd Natural Gas(CNG) 
and dearie motors. 

(i) CNG: CNG is obtained by compressing 
gas to 2300-2600 psi. This is most suited 
for the vehicles with high mileages and 
restricted range of operations such as buses 
and taxis, and thus urban areas are most 
suited for CNG operations (13.14). 

(ii) Electric vehicles: Electric vehicles requite 
a wire feed or heavy batteries to provide 
power. Because wayside connections are not 
feasible for most vehicles, electric vehicles 
can be battery powered. Improved battery 
vehicles will result in traffic compatible 
vehicles capable of limited application sudt 
as in urban areas (IS). 


Tasle 19: Reduction in Embov Use (Ml) 
from Shifting One Mode or Tkamstokt 
TO A NOTH** through On* PKM 


Change in 
Mode of 
Transport 

Energy Insreeily 
(MJ/PKM) 

One Another 

Mode Mode- 

Saving 

(Mi) 

Two-wheeler 




to bus 

0.72 

O.I6 

(X56 

Three-wheeler 




lo bus 

0.82 

0.16 

066 

Car to but 

0.99 

0 16 

083 

Jeep to bus 

1 17 

016 

UOI 

Taxi to bus 

0.91 

0.16 

0.75 

Carlo 




three-wheeler 

1.09 

1X82 

0.27 


(a) Fuel economy: Since 80 per cent of 
transport energy is through two-wheelers 
and cars, a shift to small cars and to lighter 
:wo-wheelen, which are fuel economic, 
could save significant quantities of fuel. In 
this direction, the major fuel economy 
i mp rovements in the past decade are: 

(i Propulsion system efficiency: Engineer¬ 
ing improvements give 36 per cent increase 
in power/unit of engine size. 

(H)Vetncle design: Improved design and use 
of new materials, the ratio of weight to 
interior volume of vehicles has b e en reduced, 
thereby reducing the fud consumption. 


Tmu IS: Vehicle Emotion Inventory ran Bangalore ( 1919 - 90 ) 


Type of 

Vehicle 

Average Mass Emissiom 
_(gfltm) 

Vehicle-Kins 

(Millions) 

Total Hatiianne 
(Tonnes/Year) 

00 

HC 

NO 

CO 

HC 

NO 

Two-wheelers 

8.3 

5.18 

- 

1551 

12873 

8034 

- 

Three-wheelers 

15.84 

9.87 

- 

.382 

6051 

3770 

- 

Cars 

24.03 

3.57 

1.57 

322 

7738 

1150 

506 

jeeps 

24.03 

3.57 

1.57 

22 

529 

79 

35 

Taxis 

24.03 

3.57 

1.57 

64 

1538 

228 

too 

Diesel Vehicles* 0.0228 

0.0088 

0.0431 

189234** 

4315 

1665 

8156 

Total 





33043 

14926 

8797 


* f/| of fuel cormmcd 
** thud consumed. 


Tabu 17: Chang* m Passenobi Tramskrt Vernons at Bangalore ( 1980-90) 


’ear 


No of Vehicles 




_Ratio of VeMdes_ 



Two- 

—re-■ .. 

wneetefs 

Tbree- 

Whcckn 

Can 

Taxis 

Buses 

3W(2W 

CW2W 

TaxWW 

Bua/2W 

VM/Cm 

BrettW 


198041 

II1750 

10046 

31738 

1130 

4671 

0.090 

0.284 

0.010 

0042 

0.317 

0465 

0.147 

98142 

125600 

I03SS 

32429 

1171 

5090 

0082 

0258 

0009 

0061 

0319 

0492 

0157 

98343 

135336 

11063 

33506 

1276 

5507 

0.082 

0247 

0.009 

0041 

0.330 

0498 

0164 

.98344 

162306 

11880 

36064 

1607 

5931 

0073 

0322 

0410 

0037 

0329 

0499 

0.164 

191445 

189619 

11348 

47787 

2027 

6tS5 

0.060 

0352 

OOII 

0.032 

0237 

0542 

0139 

198546 

216234 

10446 

53150 

1756 

5168 

0.048 

0246 

0.008 

0034 

0197 

0485 

0497 

198647 

236726 

10524 

54885 

1717 

5704 

0044 

0332 

0087 

0804 

0192 

0543 

0104 

98748 

301677 

12439 

64703 

2027 

6575 

0061 

0216 

0007 

0022 

0192 

0239 

0.102 

198849 

343733 

15513 

6S9I6 

2089 

4247 

0065 

0192 

0006 

0,012 

0215 

.0274 

0464 

198940 

401811 

15591 

71078 

2218 

4215 

0039 

0177 

0006 

04»O 

0219 

0.270 

0459 


/ 
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(c) Communications; The improvement in 
electronic communications will reduce travel 
need of the people. Many financial transac¬ 
tions which require sheets of paper to be 
transported can be done more quickly using 
the improved telecommunication systems. 
Remote work stations, armchair shopping.' 
train/air reservations. Iclc-conferenccs. etc. 
allow the user to avoid physical travel. 

To develop and exploit technological 
opportunities to further reduce fuel 
consumption, it would be valuable to 
strengthen technological policies (such as R 
and D programmes) as well as to enact still 
more effective air pollution standards. In 
designing more effective standards, greater 
attention should be paid to (a) fuel economy- 
emission interaction and (b) non-standard 
situations. Also taxes and rebates based on 
emission performance might be effective. 

Policy Formulations 


(a) Planning: Transport planning policies 
offer greater scope for reducing energy 
consumption. Since the two-wheelers and 
cars consume 50 per cent of total energy for 
passenger transport, shifting of modes of 
transport from two-wheelers/cars to buses 
could save energy. If one passenger km is 
shifted from a high energy intensity mode 
to low one. the savings will vary from 0.49 
to 1.32 MJ (Table 19). Also, the long-awailed 
rail transit system is urgently needed since 
the present bus system cannot sustain the 
increasing loud. Land planning is also an 
important factor to be considered. 

(b) Pricing: Generally, fuel price increase 
would motivate luel economy, but. as the 
recent trends suggest, the effect is not thought 
to be strung. It has been estimated that price 
elasticity is -0.5 for the new fuel efficient 
vehicles 116]. That is, for every 10 per cent 
increase in fuel price, the average buyer 
would opt for a vehicle with 5 percent higher 
fuel economy 

Theretore. alternative pricing strategies 
should be given importance. This should 
go further than just road pricing. There 
should be ecological taxation reform 
which shifts the present taxation burden 
progressively over a 30-year period away 
from income tax. This should penalise those 
activities which consume space, energy 
and create pollution leading to ecological 
and environmental degradation. Ifapplied. 
these policies can steer (he economy 
towards a state which encourages 
environmentally friendly activities and 
discourages the opposite. 


VII 

CondusioBS 


In Bangalore, transportation energy 
particularly by road vehicles constitutes 
nearly 90 per cent ol total energy consumption 


170 



■ '' -ri, V*, ’*■ „t. ' ]" 


out of which 80 per cent is through 
passenger transport. Between 1980 and 
1990. there was a significant growth in 
personal transport, particularly by two- 
wheelers (15.41 per cent p a) which 
accounted for 60 per cent total vehicle 
kilometres. In energy use the share of two- 
whcelcrs and cars was around 25 per cent 
of the total. This growth in personal 
transport, which has a high energy intensity, 
will increase energy consumption. As our 
results suggest, the energy intensities of 
each mode of travel could have a significant 
impact on energy use. Also the environ¬ 
mental impacts of transport are significant. 

Since the economic growth, technological 
advancement and transportation are inter¬ 
related. the increase in transportation's 
share of energy will be quite high in the 
coming years. As the vehicle elasticity 
results indicate, a one percentage point 
increase in iwo-wheeler population results 
in 0.47 per cent increase in petrol 
consumption. Thus, with increasing use of 
transport services, the level of energy 
consumption, and thereby, the atmospheric 
pollution increases. This poses a major 
environmental dilemma. 

If (here is an increase in petroleum prices, 
the level of travel may decrease, thereby 
decreasing the energy imensities of each 
transportation mode. However, wiih 
increasing incomes, personal transport will 
increase and so also the per capita energy 
consumption. Thus, the impact of growing 
volume of personal vehicles more than 
offset the impact of reduced energy 
intensities. Modal shifts to less energy 
intensi vc modes (1 rom two- wheeler to bus) 
could contribute to energy savings. To 
achieve this, the government should make 
the public transport bus system more 
efficient and also consider seriously about 
the rail transit system. Pricing of transport 
services based on some sort of bus operating 
index, incentives for economic operations, 
tuel conservation, punctuality, etc. will 
improve the performance of BTS. Also, the 
introduction of point to point travel by 
public transpun. education on conservation 
of fuel. etc. are impnriani factors to be 
considered. Fuel-clticiem vehicles should 
be encouraged with some incentives in the 
form of lax concession, etc. Also, the 
environmental consequences of t ransporta- 
tion should be given importance* while 
framing transportation policies. 

Since the economy of a country 
depends to a major extent on energy, 
particularly from liquid fuels, the availa¬ 
bility and advancement of alternative 
technologies like electric vehicles. CNG. 
methanol, etc. for transportation should be 
investigated. 

A developing country like India carfnot 
afford to neglect the development of an 
efficient transportation system. 


{The author wishes to thank A rnclya K N R eddy. 

president. International Energy Initiative for 

providing valuable suggestions.] 
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Dalit Protest Literature in Telugu 


A Historical Perspective 

A Satymurayaaa 


Although there was no literary genre distinctively known as ‘dalit literature' during the pre-independence period in 
Andhra, an examination of the literary works of certain dalit intellectuals indicates that the agony and anger of the dalit 
masses are reflected in their writings. This paper umdyses the nature of literary representation of dalit problems and the 
emerging consciousness in the writings of selected dalit scholars. 


'HE objective of this paper is to discuss the 
tistorical context of the emergence of a 
iterary genre which reflected the glowing 
demily,awareness and consciousness of the 
dalits during the colonial period. Although 
:here was no literary genre distinctively 
mown as ’dalit literature 1 during the pre- 
independence period in Andhra, an exam¬ 
ination of the literary works, i e. poems, 
novels, plays, etc. of certain dalit intellec¬ 
tuals indicates that the oppression, agony 
and anger of the dalit musses is reflected in 
their writings. An attempt is made in this 
paper to analyse the nature of literary rep¬ 
resentation of dalit problems and the emerg¬ 
ing consciousness in the writings of selected 
dalit scholars. It focuses on the treatment of 
caste oppression, untouchability and dalit 
sensibility in the writings of dalit intellectuals. 

In recent years the socio-cullural and 
political assenion of the oppressed masses 
belonging to the lower sections—the dalits 
-has been accompanied by a distinct literary 
genre called dalit literature. It is noted lhat 
“the distinctiveness ot dalit literature lies in 
its authentic unity of language and content, 
■n it thedisillusionment and disgust of young 
dalits. often accompanied by a desire of 
revenge, come alive. It revives the memory 
of the pain and suffering of past general ions. 
It confronts centuries of hipocrisy. deceit 
and violence sustained in the name of 
tradition". 1 In Andhra Pradesh, the 
Karamchcdu episode- marks a turning point 
in the growth of the dalit movement. A senes 
of upperrasteauackson the dalits indifferent 
parts of the stair resulted in the formation 
of various organisations ol dalits. which arc 
presently channelling the assertion and 
political articulation of the dalit masses. A 
wide variety uf political formations, cultural 
organisations and ideologies (ranging from 
liberal bourgeois tnradical marxist I represent 
the growing consciousness of the dalits in 
the state 

Broadly speaking, since ihc 1970s an 
increasing number of poet* and writers drawn 
I mm the dalit communities of the slates of 
Maharashtra, Karnataka. Andhra Pradesh, 
stc. have been producing literary works such 
as poems, short dories, novels and dramas 
representing the themes of caste oppression, 
untouchability. poverty, repression and 
revolution. The writings of dalit scholars 


also contain powerful denunciations of and 
fierce attacks on the caste system and on 
brahmanical Hinduism, h has been pointed 
out that the dalit Sahitya is considered to 
be auniqoe genre of modem Indian literature, 
for now untouchables themselves using the 
traditionally-denied weapon of literacy, are 
exposing the conditions under which they 
have lived, os well as directly rebelling 
(‘vidmhu't against the Hindu institution 
which has assured their perpetual 
subordination to the Vtirtw order ' As tar as 
Andhra Pradesh is concerned, it ean be said 
(hat both the radical left movement and the 
Dalit Maha Sabhas have thrown up a new 
generation of dalit scholars, intellectuals and 
philosophers whose writings sharply reflect 
the changing perceptions and consciousness 
of the dalit masses. In their writings the dalit 
question is posed in terms of the annihilation 
of the caste system and the building up of 
a castclcss egalitarian society. 

HtSIONK AI. AKTKfEDtNTS 

However, the emergence of dalit literature 
in recent limes is not without its historical 
antecedents. In fact, since the medieval period 
the Tclugu-spcaking region of the Deccan 
witnessed the development of the bhakti 
movement, which led to the emergence of 
a literary tradition among the non-brahman 
scholars. Vemana, Potuluri Vccrabhrahman 
ei al. which propounded anti-caste 
movements and denounced (he caste system, 
social inequality and oppression. The saint- 
poets emphasised in unequivocal terms the 
inequalities and injustices suffered by the 
lower and untouchable castes due to the 
vama order. The medieval bhakti tradition, 
therefore, first raised certain themes and 
issues regarding the life and sufferings of 
those at the bottom of the caste hierarchy. 
By and large, the themes of the bhakti 
tradition reappear in the dalit literary trachttort 
both during and alter independence, cvetj 
though the perspectives of the two traditions 
is different. 

In Telugu literature the problems of 
untouchability and the poverty and misery 
ofdslits were represented by nationalist and 
liberal scholars drawn I rormhc upper castes,* 
In particular, the literature which was 
generated during the time of social reform 
movements contained various problems 


confronted by different segments of society. 
Social reformers such asGurajada Appa ftao 
and Veereshalingam broadened the base and 
scope of literature as well as transformed die 
traditional character of Telugu literature 
“into a modern tool of communication".’ In 
contrast to the conservative elitist literary 
tradition, modem writers such as Appa Ran 
and Gidugu Ramamurthy favoured and 
popularised the use of spoken language in 
literary creation Though Gurajada and 
Vccrcshalmgam arc acclaimed, as the 
‘founders ol new epoch in modem Telugu 
literature’, their writings focused mainly on 
themes and problems such as bodeprtce. 
widow remarriage, etc. related to women of 
upper castes, mainly brahmins. Neither 
Kanyasutkwn (Bride Price) nor RajaSekham 
Chan tram, written by Appa Rao and 
Veer eshalingam respectively, addressed the 
basic, fundamental problem of caste 
oppression and alienation ot daht masses 
from the mainstream society. This does not 
mean that their contribution to social reform 
is negligible, yet strangely pruMems central 
to the vama system escaped their attention. 
While they sought to reform certain evil* of 
the Hindu social system, they failed tt> grapple 
with the ideological and instUalionhl 
Iramcwork of brahmanical Hinduism Their 
reading of classical texts and scrip tu res was 
only aimed at reforming some aspects of 
Hindu society. but not to question and negate 
the vama system itself. 

Thus the social reformers of modem 
Andhra dtd not inherit and continue the 
medieval bhakti tradition: it was 
discontinued. This discontinuation was 
possible perhaps because the fart that unlike 
the bhakti *aun-poets, the social reformer* 
compromised with the existing social order 
Also, given their sociaj background and 
intellectual and cultural tratNtioa. they could 
not profess anti-feudal and mti-cokmaV 
caste ideology and consciousness. Unlike 
the saint-poets they <hd not revoh rgsrntt 
all kinds of social evils. They were selective 
in theit philosophical and ideological 
standpoint In this seme the modem social 
reformers (ailed *o generate and huRd up a 
popular cultural and rdepfogr c a l movement 
against the carte system.* 

Nevertheless the naneoahst ther m ure 
generated since the lime of the 





Vandematuram movement reflected the 
i problem of the dalit masses, though to a 
limited extent. It was put to both social and 
political use. The Candhian movement 
inspired a number of y:holur$ who argued 
that national liberation will herald a new 
epoch in which discrimination and 
oppression of all sorts will be abolished. In 
aider to build a united and coherent anti- 
cokmial movement, they exhorted the people 
thmugh their writings to eradicate social 
evils and unite. In this context novels such 
as Unnava Laxinaruyana's MalaftaUi (1922. 
‘Harijan Hamlet') and Ranga's Harijana 
Nayakudu (1933) are socially significant 
literary works. Both of them depicted the 
problem of untouchahility and the misery 
of daliis. hut they suggested that with certain 
changes and modifications, the existing caste 
system could be maintained. The solution 
to the dalit problem is offered within the 
existing framework of the caste system In 
a sense, it was not truly a realistic 
representation of the dalit question. 
Therefore, in the writings of non-dalit 
scholars the problems of untouchubilily and 
caste discrimination was reflected not as a 
serious and fundamental one. They advocated 
minor reforms and adjustments, yei favoured 
continuation of the existing unequal social 
hierarchy. For them the dalit masses became 
an object of pity and sympathy. The 
nationalist intelligentsia, which was isolulcd 
and distanced from the dalii masses, failed 
tofullygraxp and comprehend the oppression 
and discrimination faced by the dalit masses 
in their everyday life. Though they were 
inspired by the ideology of nationalism. they 
were insensitive to the socio-cultiiral and 
economic oppression of the dalit 
oommunities.The aspirations andemotional 
feelings of the dalit masses were not 
adequately taken cognisance of by the middle 
class intellectuals, who were predominantly 
drawn from the upper castes. It was precisely 
for this reason that theGandhian programme 
of ‘Harijan upliftment’ was a failure. A dalit 
poet ridiculed the commitment of pseudo- 
Gandhian upper caste activists towards the 
upliftment of untouchables. He wrote: 

You prove that you arc the descendants of 
sages 

Outwardly you call us brothers 
You boast to have listened to the teachings 
of Gandhi 

Nobody follows (him), is not it injustice 
You forget the words of Mahatma Gandhi 
You burn with anger at the untouchables 1 

The constructive programme (harijan 
upliflmcni.temple entry,etcjofGandhi was 
popularised in Andhra with a view to integrate 
the. dalit masses into the fold of the 
mainstream nationalist movement . The 
socio-political programme of Gandhi was 
not fully realised due to the alienation of the 
dalit communities. For them (daliis) (he 




nationalist appeal was meaningless Insofar 
as it did not incorporate their sufferings, 
emotions and aspirations. Thus a dalit poet 
opined, "Equality is Swaraj”. 

However, i f the national ist literature of the 
1920s partially reflected the dalit question, 
the progressive literary tradition of the 
1930s and 1940s was no better either. 
Undoubtedly the progressive writers who 
were guided by the philosophy and ideology 
of Marxism * propounded the building up 
of a classless society. The marxist literary 
and cultural movement became a powerful 
social force. But the basic flaw in this literary 
tradition was that it did not adequately take 
note of different kinds of non-class 
exploitation such as by caste, gender, ethnic 
group, religion, etc. which existed in society. 
Class struggle and class oppression were 
seen as universal laws. As A mbedkur pointed 
out. marxist scholars in India failed to 
adequately understand and comprehend the 
caste-specific character of Indian society. 1 ' 
Though the progressive writers guided by 
a socialist perspeetivc pleaded for socio- 
economicjuxticc. their wrttingsdidnot reflect 
caste oppression and discrimination to the 
extent that it deserved. Attacks on the caste 
system, abolition of caste oppression, social 
equality and self-respect of the dalit masses 
were not the themes which characterised 
their writings. Barring a few. a majority of 
the progressive writers were drawn from the 
upper 'suvama' castes. Thus just as their 
predecessors (i e. the national ist intelligentsia 
of the 1920s) did. the progressive writers 
tended to address the problems confronted 
by the middle classes and advocated 
piecemeal social reform."' It has been noted 
by a literary critic that the progressive writers 
association was dominated by middle class 
intellectuals mostly drawn from the non- 
dalit upper castes He wrote, “the progressive 
literature was mainl y created by middle class 
youth who were influenced by the 
Communist movement. In actuality the 
progressive literature did not go beneath the 
middle class readers".” Another scholar 
remarked: "...the literary activities of the 
PWA which were... confined primarily to 
middle class intellectuals, and also, to softie 
extent, to the literate and marginally to a few 
people from lower middle and middle and 
poor peasants and working class sections. 
By and large, the major' sections of lower 
order were left out of its impact.’* 1 it was 
so because "all those drawn into the PWA 
were not a part of the Communist Party 
cadre. Some of them were fellow travellers 
and some were not even that."” It was no 
wonder that many scholars and intellectuals 
of dalit background were not a part of this 
progressive literary tradition. At the 
political level also, the Communist party 
failed to integrate the vast majority of the 
dalit musses into the larger struggle for 
liberation. 



An examination of the nature of social 
participation in the freedom struggle in 
Andhra indicates that there was no 
considerable participation of the dalit masses 
in it. It wax mainly due to the fact that 
economically and educationally advanced 
upper caste groups dominated the Congress. 
Social inequality, caste discrimination, 
illiteracy, poverty, etc, kept the dalit 
communities away from the mainstream 
nationalist struggle, at least until the 1930s. 
The ideology of nationalism did not inspire 
them as they were subjected to severe socio¬ 
cultural discrimination and oppression by 
the same upper caste forces which 
championed and led the anti-colonial national 
movement. The upper caste leadership also 
tailed to evolve u programme and perspecti ve 
of soeio-cultural emancipation of the dalits. 
Hence they distanced themselves from the 
liberation struggle. The Gandhian 
programme and technique also did not 
completely succeed in integrating them into 
the fold of the freedom struggle. The 
aspirations and emotional feelings of the 
dalit masses did not become an integral part 
of the nationalist ideology and programme. 
The nationalist literary and cultural tradition 
denied a legilimale place and rule for them. 
Thus the political and xocio-cultural assertion 
of the dalit massesde veioped independently 
and outside the organisational framework of 
the Congress Party, 

In Andhra, the struggle for emancipation 
ot dalits from the clutches of upper caste 
domination and for achieving social equality 
was launched by the Adi-Andhra MahaShbha. 
Its first conference was held at Bezwada on 
November4-6.1917. under the president ship 
ofBhagyaReddiVarma.lt was the beginning 
of dalit self-mobilisation for self-respect and 
social equality. A scries of Adi-Andhra 
conferences were held between 1917 and 
1938 in different parts of Andhra, which 
helped in the mobilisation of the dalit masses 
in their struggle for social justice.’* The 
educated and enlightened sections within 
the dalit communities provided the direction, 
programme and leadership fur the movement. 
Persons such as Bhagya Reddi Varma. Sundu 
Venkuiah. Kusuma Dhamuuma. Vemula 
Kurmaiah. et ul, provided leadership for the 
dalit movement. The basic thrust of the 
movement was to critique the ideology of 
brahmunical Hinduism and countcrthe socio¬ 
cultural hegemony of the upper cades, ft 
also sought to organise the dalit masses for 
achieving socio-economic and political 
equality. The main item in the agenda of the 
movement was abolition of untodchability, 
caste oppression and discrimination. The 
counter-cultural movement end ideology 
propagated by dalit tatettectual* contained 
a dritkque and negation of brahmankal 
Hinduism and undertnittbig of die cultural 
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Hl-rapitoiniatffothe Utcmy and cultural 
dittoes of the dalits In the 1930* and 
40*. The literary, cultural and ideological 
tkulariun of dalit identity and sensibility 
at projected by the first generation of dalit 
telloctuals. They were the products of 
eatem education, which was made available 
them by Christian missionaries and the 
rah mo Samai. The spread of education 
rough limited) during the first quarter of 
is century among dalit communities was 
issibic due to the prolonged activities of 
iaskmaries in coastal Andhra. Therefore, 
: Krishna. Godavari and Guntur districts 
itnesscd the active movement of the Adi- 
ndhra Mahasabha. The dalit literary and 
iluiral tradition was also established in 
oasial Andhra. Below a random survey 
the writings of dalit scholars is undertaken, 
th special reference to the literary works 
Gurram Jashuva. Bhoi Bhcemanna, 
usuma Dharmanna. and Bhagya Reddi 
arma. 

In an effort to create solidarity and identity 
nong the dalit masses. Bhagya Reddi Varma 
sorted that the so-called untouchables were 
:ver a part and parcel of caste Hindu (Aryan) 
:iety.'’ He criticised the Aryan gods such 
Rama who perpetrated injustices and 
rocities on shudras and dalils. He went on 
suggest a break from Hindu tradition and 
ligion as the primary necessity for putting 
end to the plight of the dalit communities 
well as to maintain their separate identity. 
: stressed that dalils were the original 
habitants of the land (‘sons of the soil’) 
1 called themselves the ‘Adi-Andhras’. 
.is term was coined and consciously put 
use to denote unity of the dalils. He 
x>sed and rejected the derogatory term 
mchamas* used by the upper castes. Maha 
vi Gurram Jashuva questioned the creation 
the panchama vama. He also questioned 
: wisdom of the upper caste Hindus in 
sating the dalit masses us panchamas/ 
tcastes." His poem reads. 

We heard that for the old Brahma 
Born Four Sons 

The wretched lower than the animal 
Who is this fifth Caste person! 
Savithri! (Mother) 

The Adi-Andhra Mahasabha demanded that 
? government designate the dalils as Adi- 
ndhras and this was conceded Similarly Bhoi 
memanaacoined another term MaMas which 
dinted the two main sub-castes within the 
'its (Ma * Mala; Ma - Madiga). This term 
as deHbenuely used by him to foster the 
MoeptofunityamongthedaKt communities. 11 
shuva was critical of suiveaste rivalry among 
to communities. He felt that ignorance was 
iinafat reason forihu. 

In addition tu these terms the dalit writers 
in traced the common ancestry of dalit 
immunities They claimed that they are 


the cfcUdmt of ’Matarigi Kanya* and the 
deaemdanfs rtf Arundhati. In Ms drama 
Kagavashinhum, Bhcemanna offered a 
critique of the hrahmanical interpretation of 
the origin and status of dalils. It is intended 
to reject the hrahmanical reading of certain 
Hindu classical rests. It is also a negation 
of the hrahmanical view which attributes the 
lowest and meanest birth to the untouchable 
castes. The marital relationship between 
Arundhati (the Matangi girt) and Vasista 
(the brahmin sage) is interpreted by 
Bhcemanna to claim the highest social status 
for the dalits. The message eon veyed through 
this drama is that the dalits are not the 
outcastcs and that they have a legitimate 
claim for the higher social status and prestige/ 
privilege enjoyed hy the caste Hindus. Jala 
Ranga Swamy. in a long poem entitled 
'Who arc the untouchables', criticised the 
upper caste Hindus for caste discrimination 
and asserted the rights of dalits to social 
equality. He reasoned that the srvcalied 
panchamas were the -original people 
(‘anaryas') of Tclugu country. The Aryan 
invaders defeated ihc anarya rulers and 
subjugated them. Further, the Aryan 
conquerors imposed their rule and culture 
on the anaryas. The latter were oppressed, 
discriminated against and relegated for 
slavery (out-caste). The poem reads: 

Some occupations were created and assigned 
to us 

Wc were named as serfs 

Caste discrimination was introduced, we 
were suppressed 

Wc were troubled with slavcry/seifdom 

Occupational difference were imposed, we 
were alienated"' 

White denouncing the Aryan conquest, 
which led to the enslavement of the dalits. 
the poet (Ranga Swamy) proclaimed the 
glory of their (anaryas) post by claiming the 
great sages and pious/chaste women of the 
ancient times. The poem is as follows: 

The great warriors of Puranas were our people 

Vashislha. Vulmiki etc. belonged to our 
dynasty 

Vcdavyasa. Patusora were our people 

Hanuman. Sugrvcva were our brothers... 

Did not the great mothers of Hero* horn 
amongst us 

Did not they observe chastity 

Is not Arundhathi. the daughter of our caste 

Saban. Matangi were our women... 

A caste in which such great people were 
horn being alienated 

We were made lowly people, 
excommunicated'' 

Bhoi Bhecmanna pleaded for social 
equality. He wrote: 

Around the nock of the powerful Indian 
Nation * 

Cure. Religion are the hangman's rapes... 

Destroy the guile of caste and rehgton 

Ondk'llc huBMM 


The most forceful attack on upper caste 
Hindu, who are said to be responsible fur 
the perpetuation of caste discrimination 
and ex communication of the dalit masses, 
was launched by Kusuma Dharmanna. He 
was a bitter critic ofhrshmamcal Hinduism. 
In his long poem, ‘we do not want the rule 
of black landlords', be portrayed the 
miserable and pathetic living conditions 
of the dalit masses. He wrote: 

t We have) only small hut* outside the village 

We do nor have big houses 

Air. light do not trifle 

(We have) no dclictous food, curry 

To wear (we have) no Saree. Loin doth 

(We ha vet no tail, ornaments 

(Wc have) no land to plough, eat food 

(You have) no sympathy on our poverty 11 

The claim for social equality was widely 
propagated by the Adi-Andhra Mahasabha 
through its resolutions and demands for the 
use of public wells, educational institutions, 
temples, etc. by the dalits. The aspirations 
of the dalir masses for social equality was 
negated and vehemently opposed by the 
arrogant upper castes, and many a time the 
dalits were subjected to physical attacks and 
reprisals. In the Andhra countryside amahber 
of violent incidents occurred in the 1930s 
and 1940s when the dalit communities 
persisted in their struggle for equality and 
self-respect. A few instances will suffice to 
make this point clear. In Gajularega village 
(Vizagapatam district) a newly married daKt 
couple were taken in a procession on 
horseback through the main streets of the 
village: in Mangalaguwa (Chittoor district). 
dalits walkedm the streets wearing footwear, 
in Eluru (west Coda van), dalits took out 
a religious procession on a festival day 
through the same street which was used by 
the upper castes: a dalit disciple worshipped 
the goddess Aluvelu Manga iwife of Lord 
Venkateswara) in Tirupatt for which a case 
was foisted against him.- These acts by the 
dalit masses enraged the upper castes in the 
respective villages and resulted in physical 
attacks on them. Such assaults frogs the caste 
Hindus helped in strengthening the feeling 
of their distinct identity. Thus caste 
oppression and discrimination became the 
central themes in the writingsof dalit scholars. 
In particular, Kusuma Dhanharma in his 
writings and speeches (inaugural address 
to the Dalit Mahasabha Conference, 
Viiianagaram. 19361 exposed the false, 
hypocritical and cunning nature of 
Hinduism and ridiculed the bra hma n i cri 
double-standards. He freely quoted verses 
from the works of the medieval samt- 
poets/scholars such as Vcntana and 
Vecrabhrahmaa to denounce the unequal 
and inhuman Hindu social order ^ He 
appealed to the dalit masses to unite and 
fight for socialism. He felt that R was 
through achieving social equality stone 
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thatthe dalit masses couM hope for adecent 
living and xelf-re*pect. By socialism 
('samyavadam') fee mean! "a society where 
there will he no distinctions based on caste, 
religion, rich and poor. A society in which 
there will be no place for discrimination and 
internal rivalry.” 

The urge for dignified living, self-respect 
and social equality is powerfully presented 
in the works of Jashuva and Bhcemanna. 
Jashuva. a great creative poet and a literary 
genius of the modem times, was humiliated 
and subjected to intense mental agony by 
the inhuman caste system as well as by 
arrogant and cast cist scholars. He was treated 
as a literary outcastc by the scholarly world 
which was dominated by the upper castes, 
mainly the brahmins. His creative genius, 
merit and literary talent were not recognised 
and encouraged because of his low binh and 
dalit background. But he was not a coward. 
He resisted and exposed the cruelty of caste 
oppression through his pen. He said. "Life 
taught me many lessons. I have two teachers 
(Gurus) - poverty and Caste/Religious 
discrimination. If one taught me patience, 
the other one increased my power to resist. 
But did not convert me as a slave. I intend 
to pierce through caste distinction, poverty 
and prove that I am a human being. I wield 
a sword. My sword is my poetry. It has no 
hatred against the society as such. But hatred 
un its policy.” 34 In the poetry of Jashuva 
the anger, agony, disgust, misery and the 
daily bitter experiences of the dalit masses/ 
communities is most authentically and 
realistically represented. His famous poetical 
works, ‘The Bat'. 'The Orphan', etc. 
indirectly mirror the bitter experiences and 
stark realities of his personal life. It is noted 
thM The Baf graphically reflects his growing 
resistance consciousness and longing for 
better human values. In it he posed a number 
of questions to Hindu society, religion and 
culture which is responsible for the 
perpetration of untouchability. The Bat' is 
. the first poetical work in which a dalit is the 
hero.The poet speaks through him. It depicts 
the miserable life and sufferings of the dalit 
masses: 

When his (Dalit's) hands do not work 
The green fields hesitate to yield crops 
He sweats, provides food for die world 
But he himselt has no food.* 

The material condition of the dalit masses 
who worked as agricultural labour is revealed 
in such poems. He ridiculed the brahmins 
who treat the dalits as untouchables but use 
the food-grains produced by them aa offerings 
to the gods in the temples: when they (the 
dalits) do not produce food the gods will go 
hungry. 

By swallowing the blood of the 

wretched (dalit) 

Lives the iron anklctcd Mother 
Upon smalHnf hi* air hisses with vengeance 
The four-hood Hindu Cobra. 

f-i 74 

*L 




This poem is a reflection of hear (fie 
poisonous snake cal led Hinduism perpetuate* 
oppression of dalits by savumas. 

jashuva wrotchisbitter and moving poetry 
at a time when thedalit masses were launching 
struggles for self-respect, independently and 
outside the framework of both the Congress 
and left parties. Bhoi Bhcemanna captured 
the intensity and essence of struggles of the 
dalits for achieving socio-economic and 
political justice and reflected them in his two 
plays, Paleru ('Annual Servant’) and Cool! 
Raju (The Labourer King’). 

Paleru depicts the village life of coastal 
Andhra, which was characterised by socio¬ 
economic stratification in which the 
agricultural labourers were drawn basically 
from the dalit communities, while the 
landlords belonged to the upper castes. The 
dalits were economically and educationally 
the most hack ward. Government efforts and 



role fat iWr upliftmcnt Socia) evil* like 
untouchability and caste discrimination were 
practised unabated. Moreover, the caste 
ideology denied them any access to 
knowledge and education. The hero of the 
play, Venkanna. a dultt 'patent', works for 
the same landlord who employed his 
forefathers. He was a victim of hereditary 
bonded labour which was practised by the 
upper caste landlords with the sanction of 
the caste system and in the name of custom 
and tradition. In spite of rigid customary 
sanctions the hero, with the help of un upper 
caste school teacher, was encouraged to go 
to school and study. The little paleru. on 
seeing the upper custe children of his age 
going to school, was also inclined to study. 
But his landlord would not tolerate such an 
idea. He did not even like the paleru singing 
songs in the fields. However, with the help 
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of Ihesdittl teacher and an upper casfegiri. 
thepalomdorided to escape ftomthe village 
and go to Rgjamundry (a nearby town) and 
join the retool run by the Brahma Simaj. 
One day when the landlord came to know 
about the intentions of the patera, he scolds 
his father. The dialogue is instructive of the 
attitude of the upper castes toward the efforts 
of the dalit masses toeducate themsel vet and 
acquire knowledge. 

Kuberaiah (landlord): O. son of a he buffalo! 
Did anybody go to school in your family? 
Pullaiah (Dalit): Yes sir. Ah Ah is it? No 
sir no. 

K: Is not it a sin for you to read (and write)? 
P: Big sin lord. Very big sin indeed. Neither 
during the lime of my grandfather, nor my 
father, myself, nor even my son Ycnkadu.... 
K: Stop. It is alright until your time. With your 
son Ycnkadu the tradition of your family 
is destroyed. 

P: No my lord. I swear. I pledge my life. My 
son is not like that. 

K: You son of a donkey Why doe* a son of 
a slave need education’’ 

P: To whom my lord? Even if you cut my 
stomach, there is not word in it. 

K: Osh' Your Ycnkadu. 

P: Oh my goodness. 

K: He will be of no use. 

P: O my God! (beats chest). 

K: He is not doing any work. He always sings 
and reads books. Slop him from doing 
agricultural labour. Educate and make him 
a collector. Get lost. 

P: We are your slaves my lord. Save us my 
lord. I will kick that son of a donkey. I will 
bury him What stops you my lord? You 
should have broken his bones. 

K: Well. I did something. If you can teach him 
good manners and behaviour keep him 
here or else look for some other way. As 
you are dependent on me since your child¬ 
hood I am just thinking. OK you can go. 

The father goes home and beats his son. Later 
the boy runs awny from the village, pursues 
his studies and secures BA degree. After that 
he becomes a deputy collector. He also mar¬ 
ries the uppcrcastc girt, his childhood friend. 

The central theme of this play is an urge 
for social equality and the acquisition of 
knowledge and education by the dalit masses 
fora decent living as well as fora respectable 
place in the society. In it there is u suggestion 
that through education and inter-caste 
marriage social mobility is possible. The 
author opined that the problems of dalits is 
not only that of class. In Indian society (he 
dalits unlike other castes ha ve no opportunity 
to lead a respectable life. Hence dalits should 
be educated first and obtain good official 
positions. This play also represents the 
educational and professional needs of dalits. 
for education was teen to be a social leveller 
and a means to acquire secular and political 
power. The play is imaginary no doubt, but 
it it a guide to many real life experiences 
of the dalit mattes. It was staged in many 
villages of coastal Andhra. As a literary 


creation H became abasia for social change/ 
mobility. The author remarked that many 
young dalits. inspired by the play, left their 
traditional occupat ion andtook to education. 
The popularity of this play is indicated by 
the fact that in l9S3,Bheanamui(the author) 
was facilitated in Ponnur village. Guntur 
district, on the occasion of its hundredth 
performance. 

In this paper we have presented an analysis 
of the beginnings of a literary genre which 
can be broadly called dalit literature. 1 *’ 
Although most of the scholars whose writings 
are examined in this article did not exclusively 
write about and/or for the dalit masses, yet 
being products of dalit communities they 
represented the problems of the dalit masses 
and (heir emerging consciousness in their 
works more sympathetically and realistically 
than the nun-dalit scholars who preceded 
them. There seems to be a fundamental 
difference between the savama scholars who 
projected the dalit problem in their writings 
and the dalit scholars. The non-dalit (upper 
caste) scholars were distanced and stood 
aloof from the dalit masses. They were also 
unfamiliar with their emotions, aspirations 
and living conditions. If at all there was any 
solidarity, affinity and link between them it 
was purely emotional. Such an emotion was 
guida) by an ideology of nationalism and 
marxism, about which the large majority of 
the dalit masses were ignorant. In contrast, 
the dalit intelligentsia had good knowledge 
of and insight into the life experiences of the 
masses about whose problems they wrote; 
their thoughts and feelings were fused with 
those of the masses. The subject matter for 
their works was provided by the everyday 
life experiences and existential problems 
of the dalit masses. These writers, who 
found inexhaustible raw material in the 
society and community in which they and 
the masses were bom. shaped it into a 
realistic literary representation. The main 
characteristic feature of dalit literature was 
its contemporaneity and realistic 
presentation. The savama scholars who 
depicted the dalit problems in their writings 
were guided neither by the philosophical 
and ideological tradition of the bhakti saint- 
poets nor by the liberation ideology and 
philosophy of Phule and Ambedkar. The 
dalit scholars critiqued the brahmanical 
social order and Hindu ideology based on 
the philosophy and ideology of both the 
bhakti saint-poets as well as Phule and 
Ambedkar. In this sense it can be said that 
the dalit intellectuals of the pre¬ 
independence period were the forerunners 
to the contemporary dalit literary and 
cultural movements in the stale. 
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DISCUSSION 


Redefining Irrigation Potential 

Don’t Damn the CV Alone 

S M V id wans 


MY critique (EPW. December 4. 1993) of 
the paper 'Redefining Gujarat's Irrigation 
Potential’ (EPW. June 26. 1993) by D H 
Parilch, A J Vora and Y K Alagh (PVA for 
short) showed that PVA’s paper failed in 
its abjective of establishing variability of 
rainfall as the reason for redefining (i e, 
down-rating) Gujarat's irrigation potential. 
But, as the critique pointed out, rainfall 
variation obviously affects irrigation poten¬ 
tial in terms of the volume of water stored 
in the reservoir - the very reason why the 
dependability factor comes into play, (f 
dependability is 73 per cent, in that much 
per cent of years over a long period full 
potential will be realised and in 25 per cent 
less than full. One can therefore think about 
an average potential that will be obtained 
over a long period, an average of (I) full 
potential in 75 per cent of years, and (2) 
less than full potential - less by varying 
amounts - in the remaining 25 percent. The 
difference between the full and the average 
potential gives the extent of down-rating of 
the former that will be required because of 
rainfall variation. Thus, the maximum, 
though unlikely, extent of down-rating will 
be 25 per cent when dependability is 75 per 
cent, and 50 per cent when the latter is 50 
per cent. It is therefore a truism that full 
irrigation potential requires to be down- 
rated on account of rainfall variation; it is 
surely not a discovery. The only point of 
interest perhaps is the extent of down-rating 
and its relationship with rainfall character¬ 
istics. Possibly a minor point, it becomes 
statistically interesting to pursue because 
PVA raised it and handled it rather unsuc¬ 
cessfully. That is the limited objective of 
this follow-up paper. 

Irrigation Potential 

There may be several project-specific 
reasons for a less-than-full realisation of its 
irrigation potential. Some of them arise 
after water is released from the reservoir, 
they apply even if the reservoir were full. 
Other reasons such as rainfall variation and 
environmental degradation of the catchment 
area affect the very volume of water in the 
reservoir. We are not concerned with the 
first type of reasons, and of the second, only 
with rainfall variation assuming that the rest 
were taken into account when the project 
was designed and remained unchanged after 
its construction. This assumption is neces¬ 


sary to measure the effect of rainfall vari¬ 
ation unconfounded with other changes that 
may have occurred. Thus, the scope of the 
study is confined to measuring the effect 
of rainfall variation on the volume of water 
in the reservoir, and the laner is taken to 
mean the same as irrigation potential, with 
the two terms used synonymously in the 
paper. 

Using a fairly long series of rainfall data 
for low-rainfall centres of Maharashtra, the 
paper studies the relationship between water- 
storage and rainfall parameters and offers 
an empirical basis for the main assertions 
of my critique. It also gives estimates of 
the main measure for PVA’s sample centres 
and a few other centres from Gujarat- 
Saurashtru based on an empirically tested 
model of rainfall distribution. Finally, it 
quantifies cenain implications of the sug¬ 
gestion to reduce dependability. The results 
would show that neither rainfall variation 
nor its cflect on water storage is of such 
a magnitude as to cause a disturbing pre¬ 
occupation with the need to redefine (down- 
rate) irrigation potential in Maharashtra 
becausq^if either of them. It is not suggested 
that the same conclusion would apply to 
Saurashtra or Gujarat. Thinking that they 
succeeded in their objective, PV A appeared 
to generalise their Saurashtra findings for 
the whole of Gujarat The results given here 
will argue against such generalisations. 

Let 

v = The volume of water that gets 
stored in the reservoir at the 
end of a year, 

V = volume of water when the res¬ 
ervoir is full, that is the full 
irrigation potential; 

y = total rainfall in a year in the 
catchment area; 

M a mean of y; 

S = standard deviation of y; 

C * S/M, the coefficient of varia¬ 
tion (CV) of y; * 

d s the dependability factor, that is 
the probability that in any year 
the reservoir will be full, i e, of 
v = V; 

P (Vi) x the probability that in any year 
the reservoir will be less than 
half-full, i e, of v < V/2, the 
* main variable of PVA't paper. 

The values of proper fractions: d and 
P (V4), and of C may be expressed as 


percentages. Other notation will be 
introduced as the need for it arises. 

Annual Yolo and Run-Off. 

Engineers’ Formulae 

Since an inch of rainfall on one square 
mile of an area equals 2.3232 Mcft of water, 
with y inches of it in a year on a catchment 
arae of A sq miles the total volume of water 
that fails on it. i e, the annual yield: Q. is 
given by 

0 x 2.3232Ay Mcft ...(I) 

However, not all of this flows down the 
catchment because of losses in absorption, 
evaporation and transpiration which depend 
upon several physical and topographical 
characteristics of the catchment and the 
amount of rainfall itself. Irrigation engi¬ 
neers' different formulae use only a certain 
percentage of y to work out 0; the reduced 
y is called run-off: R. The basic logical 
structure of almost all the formulae is, 
however, seen to be the same, 1 that is. the 
percentage of y that will be effective as run¬ 
off will be (y-H). and the run-off given by 

R ® y(y-HV100 inches ...(2) 

where H. the technical parameter, and 100 
are both in inches. 

The annual yield is then given by 

0 - 2.3232AR * BG(y) Mcft ...(3) 
where B x0,023232A. and G(y) stands for 
the quadratic expression: y(y-H). in y. 

The technical parameter: H. varies in 
different formulae ranging from 3” to 7*. 
its lower value reflecting better run-ofT 
conditions in the catchment. It is assumed 
that the annual rainfall is at least H inches 
and does not exceed (100+H) inches, the 
latter holding good for the low rainfall areas 
to which the formulae apply. As an exam¬ 
ple, with y a 20" and H a 7", though the 
amount of rain water per sq mile of catchment 
is 46.464 Mcft. only (20-7 x) 13 per cent 
of it will run off and the annual yield will 
be 6.04032 Mcft. In one type of formula, 
the value B differs from the one given 
above, but as we shall see, this does not 
affect our results. 

We should note in passing that the for¬ 
mulae use total rainfall and do not take into 
account its distribution over time. Also, one 
of them uses total monsoon rainfall while 
the others the total annual rainfall. 

Given the value of H, the percentage of 
rainfall which is effective as run-off, I e 
(y-H), thus depends on the amount of 
rainfall itself, and this essential structure 
of the formula (3), and the value of H have 
certain important implications for our 
problem. The run-off or annual yield pot 
only increase* with the amount of ndnfali. 
but increases in proportion to much more 
than the square of the rainfall amount, and 
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torn M fcbootJ* initial amount i* simJI 

H large. Ifihe amount doubles, the run- 
iff more than quadruples: conversely. to 
et half of the run-off (for a particular 
alnfall amount), rainfall has to be more 
tan 0.7071 time the initial amount, that 
notion being the square root of V4. (Sec 
nathematical note: 1.) 

Variation w R At wall and 
Water Storage 

Let Y. he the rainfall in inches such that 

Prob (y i Y d ) a d ...(4) 

"hen. if dependability of the full potential: 
is to be d. 

V a BGtY,) ...(5) 

•or 75 per cent dependability, Y d is the first 
uartile, and for 50 percent Y is the median 
f the rainfall distribution. When rainfall 
xceeds Y d , v docs not exceed V as the 
xcess water will overflow. This ensures 
hat 

Pmb <vaV) = Prob (y2rY i4 > = d ...(6) 
nd 


v/V- E(0(y)«(YJ 
- - H£,(y>WY- HY„) .„( 13) 

in (12) and (13). y. y d and H. all can be 
expressed in inches or metric measures. The 
procedure of calculation is straightforward: 
Prom the annual rainfall data, work out the 
value of V, and. from it and H. the value 
of GfYj: Taking all values of y which are 
less than Y^. calculate their average: E,(y). 
and the average of their squares: E, (y 2 ), then 
v ( /V by (13). and DR by (II). Alterna¬ 
tively. one may calculate v/V by (12) for 
all such values and take their average to 
obtain v,/V and then DR by (II). 

One can also derive an expression for 
P (Vi) in which PVA are interested. If Y 
is the rainfall needed to fill the reservoir 
to half its full capacity, then using (3) and 

f UM> OAl 

2Y ii (Y,-H)* Yj(Y d -H) ...(14) 
With Y, known. Y can be calculated as the 

d it 

solution of this quadratic equation, and from 
it PfVi) by the equation 


Pfl*) ■ Proto (y < Yj -415) 

with the RHS worked out from the rainfall 
data as the proportion of yean in which 
rainfall was leas than Y„. Like DR, PM) 
increases as H increases and lends to do so 
when Y d decreases. tSee mathematical 
note: 6). It should he dear that DR and PM) 
are different measures although PVA used 
the latter to infer about the former. 

Maharashtra 

We shall now apply these formulae io 
work out the values of DR and PM) fair a 
sample of low-rainfall centres in Maharashtra 
on the basis ot their rainlall data. Before 
that, it would he instructive to note a few 
important characteristics of the rainfall 
distribution in the stale 
The values of the mean: M. the coefficient 
of variation: C. and the minimum rainfall 
were available lor 334centres in Maharashtra 
based on data on annual rainlall for varying 


Tails I: OsTRisimiiN <»■ Centres »v Avijmce Annual Rainlall anu CV 


Prob (v<V) x prob (y<Y d ) = (I - d)...(7) 
i we consider now only those years when 
he reservoir docs not fill to its full capacity, 
c. v < V. or y < Yj‘ the average value of 
for such years: V, will be given bv 
5, * BE,|G(y)l •<»> 

vherc E,. m standard notation, stands fur 
he conditional cx/tectrd (average) value 
.icrator. the condition here being: y<Y, 
ir v<V. Obviously. V, will be less than 
I. Prom this, the unconditional average 
if v. that is. its average over all years: 
\ will be 

v = Vd+v(l-d) .(9) 

Nearly, v will also be less than V and the 
’/alive extent to which it is so gives the 
kiwn-raung factor: DR. by which V should 
k reduced to obtain v. Thus. 

DR * (V - Vk/V ...(10) 

iiid using (V). 

DR * (l-d) (I-v,/V) ...(ID 

)R is a proper fraction and may be cx- 
ircssed as a percentage. Further, (II) 
hows that its maximum value is (l-d), 
is stated in the first paragraph. Ceteris 
vribtu, DR increases with H. It would 
ilxo tend to do so when Y d decreases (sec 
nathematical notes: 2 and 3). Also, it 
neosures the relative average variation of 
from V.' 

We have thus derived an expression 
or the extern of down-rating of full 
xkteniial on account of rainfall variation, 
w its calculation, all that is needed are 
i long series of annual rainfall data and 
alues of the dependability factor and H. 
(e may also note for this purpose that 
ot any year with rainfall y < Y 0 , by (3) 
ltd (5). 

v/V m GfyVGfYJ « y(y-H)/| Y^Y.-H)) 

...( 12 ) 

nd consequently, by (ft). 
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Maharashtra 

(Centres wnh 50 or more years’ itaia) 


Average 


MiMmum os Peremta** of A venae 



Avenge 

(MtafAvar) 

Annual Rainfall 
in rmti 

10 to 19 

20 to 29 

30 to 39 

40 to 49 

50 to 59 

60 sad 
More 

ah 

400-499 


3 

3 

1 

— 

- 

9 

30.08 

500-599 

- 

5 

It 

10 

- 

- 

26 

36 36 

600-699 


3 

12 

4 

2 

- 

23 

34 75 

700-799 

t 

7 

12 


4 * 

- 

29 

3565 

Sub-lota! 400-799 

5 

18 

31 

20 

6 

- 

•7 

35.0* 

800-999 

2 

2 

12 

13 

2 


31 

3MI 

1000-1199 

.. 

4 

2 


4 

- 

15 

4165 

1200-1399 

- 

2 

1 


1 

- 

9 

40.74 

1400-1599 

w 

- 

*• 

1 

2 

- 

3 

40.78 

1600-1999 

- 

i 

2 

3 

W- 

- 

6 

7*60 

2000-2499 

- 

- 

1 


t 

1 

• 

4603 

2500-2999 


- 

- 


3 

1 

7 
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3000 and more 

- 

i 

— 

• 

* 


14 
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number of yean of the period: I■900-80. 
Only those centres with data for 50 or more 
years were considered assuming that their 
estimates of M and C would be relatively 
firm. Omission of centres with questionable 
values of the minimum further reduced the 
number to 180 whose data have been used 
in making Tables 1 and 2. Centres with 
low annual rainfall: 400 to 800 mm, num¬ 
bered 87, with 7{i having data for 70 or more 
years. 

Table 1 classifies the 180centres by ranges 
of M and C and also gives the average values 
of C for ranges of M. The expected inverse 
relationship between the two emerges from 
the table. 1 For the low rainfall centres the 
average value of C is a little over 30 per 
cent with most values between 25 and 35 
per cent As we shall see later. Saurashtra 
centres have generally a much higher co¬ 
efficient of variation than this. 

Another parameter of tainfoll distribu¬ 
tion which might be relevant is thelhreshold 
value below which rainfall rarely measures. 
The observed minimum in a long series 
provides a good approximation to it. Table 2 
classifies the centres by ranges of M and 
the percentage ratio of the minimum to the 
average. One would expect the ratio to tend 
to increase with M. The tabic shows this 
tendency, but not very strongly. It is rather 
weak for low values of M with the ratio lying 
between 20 and 50 per cent and averaging 
to around 35 per cent. 

For studying the relationship of DR with 
rainfall parameters, a purposive sample of 
24 low-rainfall centres was selected to 
represent the range of values of M. C. and 
the relative minimum: R_. The selection 
was made in pairs of centres within each 
M-group spread over the range of the C- 
values in that group; each centre in a pair 
had roughly the same C but as widely 
different value of R a as the data permitted. 
The names of the sample centres, and the 
values of the mean, CV and the minimum 
are given in Table 3 which also gives the 
values of the first quartile and the median. 
(The values of R, are given in Table 5.) 
Annual rainfall figures for each centre were 
then used to work out the values of DR and 
P(Vi) by the application of the first procedure 
based on formula (13). The calculations 
were made for two dependability factors: 
75 and 50 per cent, and two values of H: 
3' and 7". or 76.2 mm and 177.8 mm. The 
results are given in Table 5. 

The alternative procedure of calculation 
of DR is illustrated in Table 4 to help in 
understanding the relationship between 
rainfall and v/V. The table also illustrates 
the calculation of P(Vi). 

The table is self-explanatory. Nevasa has 
80 years' rainfall data. After arranging the 
80 values of annual rainfall in an ascending 
order, the first quartile, for 75 per cent 
dependability, works out at 453.0 mm. The 



table shows the first 20 lowest values of 
annual rainfall arranged In an ascending 
order. Using equation (12), the next two 
columns give, for each rainfall value, the 
percentage ratio: v/V, for the two values of 
H. Note that although the first rainfall value 
is nearly half the first quartile value, the 
ratio: v/V, is leu than one-fourth for the 
lower value of H, and very much leu for 
the higher value of H. 4 

Consider H = 76.2 mm; foe average of 
the 20 values of v/V is 63.13 which gives, 
by equation (13), the percentage value of 
v,/V. From this and by equation (9). v/V 
is 90.78 per cent, and by equation (11), DR 
works out at 9.22 per cent. With higher H, 
DR is 10.74 per cent 

To work out P(Vi), we first solve the 
quadratic equation (14) with Y, equal to 
453.0 and obtain Y u equal to 3*2.71 mm 
and 353.92 mm for the two values of H 
respectively. The proportion of years when 
the rainfall was less than these two values 
gives the corresponding two values of 
P(Vi). The proportion is obtained by 
interpolation using the first two columns 
of the table, after applying continuity 
correction, as 8.86 and 10.99 per cent 
respectively.' Note that as H increases so 
do DR and P/V4). 

Table 5 shows the values of DR and P(56). 
for two values of H and two values of the 
dependability factor, for every sample centre. 
It also gives the values of foe three rainfall 
parameters: M. C, and R, to help study the 
relationship of DR and P (14) with them. 
The serial numbers of the centres are foe 
same as those in Table 3. The commonly 
used two engineers’ formulae take H = 7" 





■ Tam 4 : tu**Aw« £«ctauTKwar '• 
Dow n fU Taso Faeroe: PR, aim rePflflk'm ■ 
Paoeanafflr or toavaa Paxaro so Lre thaw 
Half- ran Pull Cafacitv. ran Nevasa 
with SO Yiau' Data 
Dependability: 73 PtrCaat 


Sr No 

Rain- 

bil 

mm 

vaster Cent oTV 
H-76.2 H«177.f 
mm mm 

1 

224.7 

1955 

8.45 

2 

245.5 

24.35 

13.33 

3 

2623 

28.60 

17.78 

4 

279.9 

33.40 

22.92 

3 

287.7 

*35.65 

25.36 

6 

316.2 

44.46 

35.10 

7 

316.6 

4459 

35.23 

8 

344.0 

53.97 

45.86 

9 

351.9 

56.84 

49.14 

10 

358.9 

59.44 

52.14 

It 

390.3 

71.82 

66.53 

12 

401.9 

76.69 

72.25 

13 

403.9 

77.54 

73.25 

14 

411.4 

80 79 

77.09 

15 

419.3 

84.28 

81.23 

16 

435.3 

9158 

89.91 

17 

435.5 

91.67 

90.02 

18 

443.2 

95.29 

94.35 

19 

443.2 

95.29 

94.35 

20 

446.5 

96.86 

96.24 

A: First qunfliie 

B: Average of 20 

453.0 

100.00 

100.00 

values: 7/V 

C: Weighted (75:23) average 

63.13 

,57.02 

of A and B: V/V 


90 78 

89.26 

D: DR-(IOO-C)percent 

E: Rainfall needed 

9.22 

10.74 

for V/2 (mm) 


332.71 

353.92 

F: P (Vi) (per cent) 


886 

10.99 


Note: All rainfall figures were arranged in an 
ascending order: the table shows'the first 
20 of litem. 


Tabu 3: Pasametess of Ramfall DnrraisunoN ran 24 Selected Cekthes of Low Rameau. 

h Mahakashtha 


Sr Centre 

No 

No of 
Years (a) 

Mean 

(mm) 

Min 

(mm) 

Hot 

Quartile Q, 
(mm) 

Median 

Or 

(mm) 

CV 

(ter Cert) 

1 Phaftan 

79 

473.6 

2154 

376.7 

473.8 

29.81 

2 Koporgaon 

77 

496.1 

180.6 

408.8 

494.7 

31.23 

3 M has wad 

79 

488.2 

108.5 

379.4 

500.0 

34.65 

4 Sangarnner 

78 

474.1 

86.7 

3697 

454.9 

37.87 

5 Nevasa 

80 

587.5. 

224.7 

453.0 

587.1 

29 22 

6 Shrigonda 

79 

526.8 

226,9 

393.7 

4R6.7 

30.82 

7 Mirajgaon 

68 

566,5 

156.0 

446.5 

5720 

31.62 

8 Strur 

79 

5145 

246.1 

399.5 

496.6 

32.46 

9 Dahiwadi 

79 

506.9 

191.1 

374.4 

479.1 

38.21 

10 Pusesauli 

» 79 

5095 

129.7 

314.0 

518-4 

4250 

II Tasgaon 

78 

619.3 

194.4 

509.8 

608.0 

27.13 

12 Erandol 

77 

£88.3 

352.8 

546.7 

674.7 

28.60 

13 Ulampur 

78 

662.6 

314.0 

506.3 

637.2 

30.82 

14 Pandharpur 

79 

610.9 

156.8 

475.7 

618.6 

30.86 

15 Amaiaer 

79 

681.6 

249.2 

540.0 

641.6 

33.39 

16 Sbevgaon 

77 

630.0 

172.6 

479.6 

619.5 

3454 

17 ialgaotKI) 

80 

776.0 

391.7 

654.0 

783.8 

23.81 

It Taloda 

79 

792.4 

286.0 

6633 

765.6 

24.91 

19 Bfausawai 

80 

743.1 

172.7 

620.0 

731.0 

28.04 

20 Oralis* son 

80 

723.3 

316.2 

598.2 

707,4 

28.09 

21 Jalgaon(2) 

79 

726.5 

193.1 

541.6 

727.4 

32.74 

22 Junnar 

78 

742.9 

2995 

589.7 

725J 

32.88 

23 DerigaMnya 

67 

743.3 

99.1 

557.9 

771.8 ‘ 

36.67 

24 JCalvan 

78 

703.6 

194.3 

5185 

647.6 

38X5 


Neu CV baaedonthedtriBor(B-l): Sr No l7faelonga toMgaoodiatriet MdNo2l toMiHtt. 



B c unom k and Petilieet Weekly ;■ January M , tSW ; 



’■ qf Rwrahanti; *w third 'take* it to be 3*. 


y*w*r «t7**T** 


Rom Its are shown for both to help study 
the letetionship of DR sod P(W) with H. 
(Tstote show* H in metric measure.) 

When dependability (d) is 75 per cent. 
DR does not exceed 10 per cent in most 
cases for H « 76.2 mm and 12 per cent for 
H «177.0 mm. The design oft he table helps 
one see how DR varies according to the 
three rainfall parameters and H. As a direct 
consequence of the structure of the run-off 
function: G(y). lower mean rainfall, higher 
CV. and lower relative minimum, all 
separately push up the OR. Also for every 
centre. DR is higher for the higher value 
of H. though the difference is quite smalt. 
(As we shall see later, the difference could 
be large in other cases.) Thus, although 
rainfall variation leads to the consideration 
of DR. its value - that is. the extent of down- 
rating-is determined by other rainfall 
parameters also and the rainfall-runoff 
relationship in the catchment. 

With DR small enough and varying in 
a narrow range of 7 to 14 per cent, there 
is little point in quantifying its relation¬ 
ship with the rainfall parameters. How¬ 
ever. to broadly gauge the relative impor¬ 
tance of the latter, a regression analysis 
was carried out which yielded the follow¬ 
ing results. DR refers to d = 75 per cent 
and H = 177.8 mm. The mean: M. is 
measured in derimeiers. 1 ' 

DR = 13.86 - 0.94M + 0.16C - 0.07R 
t„: (4.72) (-4.84) (2.94) (-3.57) 

, ...(16) 
R* * 0.8373 * 34.32 

and 


to«DR *2.5*-OJbtogM +0.46togC 

t^ (3 AO) (-5.48) (3j06) 

- 023logR ...(17) 

(- 4 . 11 ) 

R J * 0.8641, 42,40 

All (-values are highly significant, even 
at 0.5 per cent level of significance, and so 
are the F-values. The analysis of variance 
shown in Table 6 points out that every one 
of the three parameters makes a significant 
contribution in explaining the variation in 
DR. Equation (17) shows that the mean 
rainfall is a little more important than the 
CV in determining DR and the relative 
minimum also influences it substantially. 
Not merely a high CV but a low mean also 
increases DR (sec mathematical notes 4 
and 5). 

As one would expect, reduction of 
dependability, from 75 to 50 per cent, invites 
larger DR which, as the table shows, then 
lies between 16 to 25 per cent (H = 177.8 
mm), nearly 2.5 times its value fur 75 per 
cent dependability. Its relationships with H 
and the rainfall parameters continue to he 
the same. 

Fur all sample centres P(t6) is also small 
for 75 per cent dependability, it exhibits the 
same relationship as DR with H and the 
rainfall parameters for both values of the 
dependability factor. Curiously enough, it 
differs from DR by a small margin of one 
or two percentage points, although it is 
slightly less than DR on the average and has 
greater relative variation than that in DR. 
The two are positively related with corre¬ 
lation coefficient ranging from 0.87 to 0.96; 


the larger the P (VS) the larger the DR. and 
vice vers*, an observation made m my 
cnbque. 

In sum, the down-rating of full irrigation 
potential in Maharashtra, for projects with 
iow-rainfall catchment areas, that may be 
required due to rainfall variation will be 
between 8 and 12 per cent for 75 per cent 
dependability and between 20 and 25 per 
cent for 50 per cent dependability. Major 
and medium irrigation projects are gener¬ 
ally designed with 75 per cent dependabil¬ 
ity, and they account for a large percentage 
of total irrigation potential. Even if their 
catchment areas have tow rainfall - which 
may not be the case always - down-rating 
of full irrigation potential on account of 
rainfall variation docs nut appear to he a 
serious problem and should be the least of 
the worries of policy advisers. It is also 
observed that the extent of down-rating 
depends not only on the CV but also on the 
mean rainfall, and the two affect it inopposite 
directions. 

Gujmat 

The above approach could not be followed 
for Gujarat centres since a long series of 
annual rainfall data lor them are not available 
to me. Only the values of the mean and the 
standard deviation are available for PVA's 
centres and for some additional centre*. 
Using these values, I attempt to give 
reasonably good approximations to DR- 
values for these centres based on a tested 
statistical model of frequency dtslnbudon 
of annua) rainfall. Scientists of the Institute 


Tasu 5: Phobabiutv of Resfiivoii Filunc. to Less than Hau the Fuu.Cafmtty P(Vi>. and the Down-R ‘tmg Fattu*. UR 


Sr No 
of Centre 
in Table 3 

Mean 

mm 

CV 

Per Cent 

Mint mm 
as Per Cent 
of Mean 


OenendabUitv 75 Per Cent 

_Dr|»nw)shdi» 50 Pw Cent _ 

P(H) Per Cent 

DR Per Cent 

PvV4) Per Con 

DR Per Cam 

H * 

76 2 mm 

H * 

177.8 mm 

76,2 inm 

177.8 mm 

H » 

76.2 mm 

H« 

177 8 nan 

H» 

76.2 mm 

I77.8aun 

1 

474 

29 8 

45.5 

8.01 

929 

8.62 

10.72 

18.39 

2381 

21.80 

25 16 

2 

496 

•31.2 

364 

840 

9.97 

9.70 

11.55 

15.78 

17.97 

19.62 

22 3.3 

3 

488 

34.7 

22 2 

1289 

14,77 

11.90 

14.30 

2379 

26.53 

2373 

2667 

4 

474 

37.9 

183 

11.72 

14 76 

12 17 

14 32 

17.02 

22.36 

21 56 

2450 

5 

587 

29.2 

38.2 

8.86 

1099 

9.22 

10.74 

18 74 

24.40 

20.37 

2250 

6 

527 

308 

43 1 

8 10 

9 15 

7.41 

9.07 

16.18 

20 84 

18 7< 

2142 

7 

566 

31.6 

27 5 

708 

804 

10.24 

11.93 

22.19 

23.87 

2194 

2429 

8 

514 

32.5 

47.8 

544 

12.15 

9.00 

11.00 

tS.34 

2260 

20 27 

2316 

9 

507 

38.2 

.37.7 

969 

1.3.44 

10.51 

13.04 

2174 

24 61 

2209 

2529 

10 

509 

42.5 

25.5 

11.17 

14.44 

10.67 

13.97 

35 64 

3686 

30.34 

3368 

It 

619 

27.1 

31.4 

6.29 

7.7.3 

8.85 

10.05 

1390 

16.75 

17 77 

1959 

12 

688 

28.6 

51.3 

6 31 

7.57 

7.63 

8.61 

1517 

1757 

- 1840 

2006 

13 

663 

30.8 

47.4 

4.02 

5.64 

7 54 

865 

15 30 

20.97 

1866 

2071 

14 

611 

309 

25 7 

7 25 

962 

8.39 

9.61 

tl.66 

23 58 

21 33 

2338 

15 

682 

33.4 

36.6 

6.29 

9.60 

7.94 

1.95 

12.80 

13.13 

1628 

17 85 

16 

630 

34 5 

27 4 

6.88 

8.89 

9.46 

10.82 

18.90 

1966 

22 28 

>4*2 

17 

776 

23.9 

50.5 

4.17 

5.02 

6.82 

7.49 

10-50 

1206 

17.12 

I860 

18 

792 

24.9 

36.1 

2.30 

4.15 

6.45 

7.07 

8.03 

llOt 

1491 

1*68 

19 

743 

28.0 

23.2 

7.26 

7.58 

8.81 

9.67 

1242 

1720 

11.14 

1957 

20 

723 

28.1 

437 

4.19 

5.67 

861 

9.56 

17.14 

18.16 

1799 

1932 

21 

727 

32.7 

26.6 

5.50 

9.43 

8*1 

9.66 

20 28 

2333 

21.94 

2361 

22 

743 

32 9 

40.3 

6.29 

7.86 

8.73 

9.69 

1721 

rt.79 

19.70 

2127 

23 

743 

367 

13.3 

12.39 

13.97 

11.97 

13.14 

34 9? 

2726 

23.61 

7723 

24 

704 

38.4 

27.6 

666 

8.82 

9.1* • 

l(U* 

1*99 

17.73 

19.77 

21J7 
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of Tropical Meteorology (1TM), ftmehtive 
done considerable work to discover the 
model, found that the two-parameter Gamma 
distribution fits the I nth an data well, and 
concluded that “the seasonal and annual 
rainfall at stations in different parts of India 
can he taken to be Gamma distributed”.’The 
two parameters of this distribution can be 
estimated from the known values of the 
mean and standard deviation or CV. and the 
distribution completely specified.* All the 
calculations that would have been done on 
the observed distribution can be done by 
appropriate calculus an chespecifiedGamma 
distribution.' 

For our problem too the Gamma 
distribution seems to work well. The values 
of DR were calculated on its basis for the 
24 centres of Maharashtra, and when 
compared with those in Table 5 were 
observed to differ from them by u small 
margin, not exceeding two percentage points, 
for most centres and were on the average 
lower by a half percentage point. For our 
problem this degree of approximation is 
very satisfactory. Table 7 shows the 
comparison for H = 177.8 mm only for the 
sake of brevity and also because that value 
is perhaps more appropriate for low rainfall 
centres of Maharashtra and Gujarat. 

Based on the Gammadistribution. Table 8 
shows values of DR for PVA's centres and 
some additional centres. 111 PVA's centres 
ore grouped first according to the mean 
rainfall, and then within each group arranged 
in an increasing order nf CV; the additional 
centres are arranged in an increasing order 
of the mean. As stated in my critique. PVA 
did not give the value of dependability factor 
for each project; the table shows DR tor both 


die values. PVA’s esttmUet of mm and and 30 per cent n^iavdepeaddNUfy m 90 . 
CV are based on an inadequate sample; die per amt • : 


additional centres have data for a much 
longer aeries of yean and perhaps represent 
the Saunuhtra situation better. It appears 
that values of CV exceeding 60 per cent for 
PVA’s centres are suspect, especially for 
Moj." Such cases excluded, DR lies for 
PVA's centres between 12 und 16 per cent 
for 75 per cent dependability, and between 
25 and 50 per cent for 50 per cent 
dependability. 

Values of P(Vk), not shown in the table, 
differ little from corresponding DR values 
as in Maharashtra's case. Because PVA’s 
P(Vk) values, based on the observations on 
reservoir tilling, also reflect the effects of 
factors other than rainfall variation, they 
are not strictly comparable with DR and 
P(W) values hosed on rainfall distribution. 
Also, the number of observations is small. 
On the whole, they are much higher than 
the DR values shown in the table for 75 
per cent dependability. Even for SO per 
cent dependability, they are too high for 
centres with low enough CV and not so 
low mean. 

Four of the additional five centres are 
from Saurashtra: for two of them, with low 
means und high CVs. the DR is outside the 
above range and higher. A comparison ol 
Veraval and Bhuj. which have about the 
some CV. brings out the considerable effect 
the low mean has in pushing up the DR. 
(Sapda-Vartu comparison shows the same 
but to a less extent.) it appears that in 
Gujarat and Saurashtra. except when the 
mean rainfall is less than 400 mm. the extent 
ot down-rating in most cases will not exceed 
15 per cent for 75 per cent dependability. 


SerMtATKw of Emm or Mian 
AND CV ON DR 

• 

The Maharashtra exercise attempted to 
quantify the separate effects of mean ind 
CV on DR. But such a separation by an 
analysis of cross-sectional data has limita¬ 
tions because of the relationship b etw e en 
the two - both arithmetical and observed: 
The larger the mean, the smaller the CV. 
The use of a model distribution however 
enables us to separate the effects. 11 Table 9, 
prepared for this purpose, shows values of 
DR based on the Gamma distribution for 
all combinations of five values each of the 
mean and CV, and two values each of H 
and the dependability factor. The lowest two 
values of CV roughly cover its range in 
Maharashtra, and the other three in 
Saurashtra and Gujarat. The highest mean 
value may not be perhaps applicable to 
Saurashtra. In a sense, the table is a ready 
reckoner for DR. The set of four equations 
given at its foot approximates the DR values 
in it. The coefficients of log^M and kwC 
in them give the average elasticity coem- 
cicnts of DR with respect to M and CV." 

The first point to note is that if all other 
porameters remain the same, DR increases 
with CV. as expected, and much more so 
when the mean is low and H higher. Second, 
the mean makes a large difference to DR 
when it is low; an increase in a low mean 
reduces DR to a considerable extent, and 
this effect is more pronounced with higher 
CV and H. Third, the parameter: H, has a 
significant effect on DR when the mean is 


Tails 6: Romexshm or DR on C. M anu 1C 

Analysis of variance lo assess incremental 
contribution of explanatory variables 


Tailk 7: Values nr DR (Pe« Cent) Based cm Actual Annual Rainfall Data and Those Estimated 
U stNO a Gamma DtsntmimoN Model 
H a 177.8 mm Maharashtra 


Source of Sums of Suuates df 

Variation Regression Type 

Linear Loj- 
linear 


Residual ss after 
, repression of DR on 




(l)Conly 

38.52 

0.3283 

22 

|2) C and M only 

25 10 

0.2083 

21 

|3)C. M and R„ 

15.32 

0.1129 

20 

(4) Totals! 

F-tes for significance 
of repression due to 
fhConly ((4H | M/ | 

94.15 

0.8310 

23 

. F| ” <IV22 

31.77 

33.69 


(2) addition of M 

: F c 11 21 

; . (2V2I 

Ol further addition of R» 

12.10 


c . |(2h 3)|/I 
,a> - (3V20 

12.77 

16.90 



Hi**, All F-vohm are tupkly rigmficaM: the I 
per cent cntiual valuer bewg 7.94. >.02 and 
8. Ill for 11 >. (2) and (5) respectively 


Sr Centre 

No 

d = 

75 Per Cent 

d * 

50 Per fern 

Actual 

Model 

Actual 

Model 

1 Pbaftan 

10.72 

10.32 

25.16 

22.48 

2 Kopargaon 

11.55 

10.52 

22.3.3 

22.89 

3 Mbaswad 

14.30 

11.65 

2667 

24.71 

4 Sanpamner 

14.32 

12.81 

24.50 

26.44 

5 Nevasa 

• 10.74 

926 

22.50 

20.89 

6 Sbriponda 

9.07 

10 12 

2142 

2219 

7 Mirajpaon 

11.93 

10.06 

24.29 

22.21 

8 Sirur 

11.00 

10.71 

23.16 

2317 

9 Dahl wadi 

1304 

1247 

25.29 

26.07 

10 Pumauli * 

1.3.97 

13.65 

3.3.68 

27.84 

11 Tospaon 

10.05 

8.53 

1939 

19.56 

12 Erandol 

* 8.61 

8.68 

20.06 

19.92 

13 Islantpur 

8.65 

9.36 . 

20.71 

21.17 

14 Paadharpur 

9.61 

9.60 

23.38 

21.53 

15 Anudner 

8.95 

9.95 

17.15 

22.28 

16 Sbevpaon 

10.82 

10.48 

24.42 

2.3.15 

17 JaipaooO) 

7.49 

7.21 

18.40 

17.06 

18 TakxU 

7.07 

7.46 

16.08 

1737 

19 Bhusawad 

9.67 

8.31 

1937 

19.38 

20 ChalUpaon 

9.56 

1.44 

19.52 

19.49 

21 Jalpaon(2) 

9.66 

963 

2361 

21.75 

22 Junoar 

9.69 

9.61 

21.27 

21.73 

23 Dcolpnuunga 

13.14 

10.54 

2713 

23.42 

24 Kalvin 

10.36 

11.12 

2137 

24,38 
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iilW#t#«fe *W|ilK^iiowt^ iCV is also 
high. The equations ihov ihet the positive 
elMtidtycoefficiem of C ii targe but lens 
then unity, tuid decrease* with dependabil¬ 
ity. The coefficient of M it negative and 
unable for higher H, and quite large for 
75 per cent dependability. It thus counter* 
the effect of CV on DR. Evidently, there 
it alto tome 'Interaction" effect of the three 
parameter* on DR. 

It thould be ihut clear that if DR it to 
be investigated, all relevant parameters 
should be taken into account and not merely 
the CV. As I pointed out in my critique, we 
are dealing with a case of physical 
relationship of the variables with these 
parameters, and. to be useful, a statistical 
analysis has to incorporate the relationship. 
If, disregotding it. as PV A did, observations 
for projects with differing mean values of 
catchment rainfall, different dependability * 
factors, and. perhaps, different types of 
catchment arc all put together, and subjected 
to a regression analysis between the DR and 
the CV. such an exercise will be misleading 
even if. unlike PVA's it is based on sound 
data. 

Reduction in Dependability 

PVA make a reference lo u suggestion 
made in I9K7 by one of them to lower 
dependability from 75 to 50 per cent in 
regions "with high value of water", and u> 
Gujarat government's corresponding action 
in drought-prone areas that followed. The 
suggestion is not a new one: the Maharashtra 
Irrigation Commission (I960) made the same 
recommendation observing further that: "It 
is true that with a lower dependability the 
average annual utilisation over a period of 
years would be less in comparison to the 
projected utilisation and that this would 
increase the cost, but this increase would 


to be Increased and other infrastructure 
augmented to serve the increased full 
potential. The escalation factor: EFV, will 
thus indicate, but not measure, the implied 
cost escalation. The benefits, in terms of 
the increase in the average potential, would 
not however increase in the same 
proportion. The escalation factor for the 
average potential 
EFv * v’/v 

* EFV(I - DR'Vfl - DR) ....(19) 
using (10) and (Iff). Since DR‘ is larger 
than DR, EFv is less than EFV. Thus the 
increase in the average potential will he 
porportionately less than that in the full 
potential as the Maharashtra Irrigation 
Commission noted. For example, for 
Nevasa. using Tables .1 and 5, and with 
H = 177.8 mm. EFV is 1.9276 and EFv 
1.6736. 

The percentage difference between the 
two escalation factors, with EFV as 100. 
has much significance. Suppose K and K' 
are the costs per Mcft of V and V 
respectively. The costs per Mcft of the 
average potential in the two cases will be 
KV/v and K VVv‘. and if the latter is not 
to exceed the former 
KYK S VvTV v 
that is 4 

K7K £ EFv/EFV 


or the pnrutgr wriutrion homKtoK'.ie. 
lOOfK-K’VK 1 100(EFV-EFvVEFV 

..( 20 ) 

(For die above example of Nevasa. the right 
hand side equals 13.18.) While K and K' 
are taken into account when the project is 
designed, it is the unit cost of average 
potential that is the effective cost. If this 
cost is not to increase in the process of 
reducing dependability, the reduction in unit 
cost of full potential (K to K') should he 
at least equal to the percentage difference 
between EFV and EFv with EFV « 100.” 
(In Nevasa example, the reduction in unit 
cost has to be at least 13 per cent.) Based 
on the Gamma distribution. Table 10 gives 
the values of the two escalation factors and 
their percentage difference (fur die same set 
of values of M. CV and H as ufTrtle 9). 

The proportional increase in the average 
potential is always less than that in fee fell 
potential. Both display the same trend as 
DR for variation in H. fee mean and fee CV. 
But changes in the mean affect them mud) 
less except when it is low and CV and H 
higher. Their very large values in certain 
cases reflect the &ry low volume, per unit 
of catchment area, of fee 75 per cent de¬ 
pendability fell potential. In these situa¬ 
tions. unless the catchment area is very 
large it may be impractical to create this 
potential. 


Table 8: EniMAmi Values is l)R (tat Carr) Baku on Gamma DsnueunuN Htaa. 
H « 177.8 mm Gujm 


CV 

BerCem 


d»75PwCcM <6*50 Per Cent 


PVA's Ccmics 

1 Bhogavolll) 

2 Machhu (I) 

3 Machhu ill) 

4 Lirodi Bhofavo 

5 Shetnmji 

6 Future (I) 

7 Gondali 


he counterbalanced by economics inherent 
in large scale construction and operation of 
irrigation schemes. In any case, the noed for 
more water makes the harnessing of larger 
supplies imperative," The Commission 
also assessed that about 33 per cent 
additional water would become available 
in the process . 14 

Our analysts of rainfall data or model- 
bated distribution can be extended to quan¬ 
tify the implications of this suggestion. 
Suppose V, v, and DR refer to 75 per cent 
dependability, and V, V and DR’ to 50 per 
cent dependability, when the project is 
redetrignod wife the same dam-site so that 
fee catchment area is not altered. Note that 
each of fee latter three is greater than its 
corresponding previous value. The factor by 
which V will increase, i e. the escalation 
factor 

BFV ■ V7V • CHY^yCHY,,,) .0*) 


8 Ghee 

480 88 

59.08 

18.48 

33.97 

9 Sjpda 

450.81 

66.15 

2093 

3644 

10 Goma 

562 40 

3543 

11.15 

24.14 

11 Raofnta 

514.70 

43.98 

13.99 

28 36 

12 Bhudan 

539.70 

44.68 

13.87 

28*9 

H Puna 

599.67 

48 14 

1414 

28.90 

14 Satoi 

599.67 

„ « I4 

14.14 

28.90 .') 

15 Gheto(l) 

525.71 

49 76 

15.36 

30.32 

16 Urahmai 

529.38 

51.12 

15.66 

10.74 

17 Ptwphol 

523.85 

5198 

15.95 

31.10 

18 GhetotS) 

521.82 

5247 

16.11 

SI 29 

19 Btmndad 

522.40 

54.98 

16.72 

HOB 

20 Demitl) 

512.80 

56.45 

17*4 

32*7 - 

21 Vami 

583 60 

67.43 

18.71 

34.7* 

22 Surajwadi 

627.85 

5102 

14.81 

’ 2996 

23 Moj 

Aridktaari Gnaws 

724.40 

81,79 

% 

20.04 

367* 

i Bhtij (SI) 

330.00 

54 29 

21.44 

3614 

ii DwarfcatftO) 

J7600 

5814 

2t 37 

3632 , r 

lii Vcftval ( 6 » 

559.00 

53*7 

1590 

31.19 '? 

iv Rajkot (83) 

64300 


11*1 

2508 15 ' 

v AtanedUbod (92) 

77900 

99.00 

1099 

84*5 

N>jtr: ngoMstapanafe 

mm altar *t aamm of add 

Mtaataosahmaret 

■uaihenef yuarsaf 

t 

I 

J 


ihsmsaaaadfesCVmhwsd. 
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twoMCaktkm factors varies in a very narrow 
, ■, i. range: 10 to 20. It varies only a little with 
the mean unless the latter is very low, or 
with H; the CV affects it the roost. The 
conclusion would be that with lowering of 
dependability from 75 to 50 per cent, the 
cost per Mcft of new full potential Has to 
be less than before by at least 10 to 20 per 
cent depending upon, the CV. Otherwise the 
lowering of dependability will become a 
more expensive proposition in terms of the 
unit cost of average potential. 

Results in Table 10 will perhaps support 
PVA’s argument for lowering of depend¬ 
ability of Saurashtra projects. 

Concluding Remarks 

Variations in annual rainfall, a natural 
phenomenon, causes variation in annual 
potential of an irrigation project’ more of 
it if dependability of full potential of the 
project is relatively low. If policy advisers 
are seriously concerned with this 
uraechessable variation in potential, they 
should note - as this exercise has made it 
abundantly clear - that not only the CV but 
the mean also of annual rainfall determines 
the extent to which the down-rating of the 
full potential would be required on this 
account. The principal argument of PVA’s 
paper that DR increases with CV is unex¬ 
ceptionable. But it is only partially true; it 
is true if the mean remains the same. And 


■ ■ :CV.H* stews' 




mm 

mm 

25 

35 

4S 

55 

65 . 

75 

76.2 

350 

7.44 

9.93 

12.22 

14.33 

16.2* 



450 

7.16 

9.52 

11.66 

13.62 

15.43 



550 

7.00 

9.29 

11.36 

13.24 

14.96 



650 

6.90 

9.15 

11.17 

13.00 

14.66 



750 

6.83 

9.05 

11.04 

12.83 

14.46 


177.8 

350 

10.88 

14.96 

18.53 

21.65 

24.47 



450 

9.02 

12.30 

15.35 

18.12 

20.67 



550 

8.24 

11.13 

13.84 

16.34 

18.65 



650 

7.83 

10-40 

12.99 

15.30 

17.45 



750 

7.56 

ton 

12.47 

14.64 

16.67 

50 

76.2 

350 

17.54 

22.39 

26.39 

29.72 

32.51 



450 

17.03 

2J.77 

25.68 

28.95 

31.71 



550 

16.74 

21.41 

25.28 

28.51 

31.24 



650 

16.55 

21.17 

25.01 

28.22 

30.94 



750 

16.42 

21.01 

24.82 

. 28.02 

30.72 


177.8 

350 

22.74 

28.57 

32.98 

36.35 

3903 



450 

20 12 

25.55 

29.89 

33.35 

36.16 



550 

18.91 

24.07 

28.28 

31.72 

34.55 



650 

18.21 

23.22 

27.33 

30.72 

33.54 



750 

17.76 

22.66 

26.70 

30.05 

32.86 


I: d m 75 per cent, H = 76.2 mm 

log, DR = 0.2242 -0.1329 log, M + 0.7993 log. C; R ! * 0.9986 
II: d.= 75 per cent. H = 177.8 mm 

lot DR - 2.5880 -0.5028 log, M + 0.8486 logC: R 1 = 0.9928 
III: d * 50 per oeat. H « 76.2 nun 

lot DR - I 2377 -0.0801 log, M ♦ 0.6534 lot C; R J - 0.9967 
IV: d « 50 per cent. H = 177.8 mn 

lot DR * 2.7122 -0.2747 tot M + 0.6201 totC; R* = 0.9904 > 

Table 10: Eiwbct or Reducing Dependability from 75 to 50 Per Cent: Escalation Factors (EF) 
nor Full (V) ano Average ( 9) Potential Based on tic Gamma DtsTmatmoN 


the effects of changes in the mean and the 
CV on DR are in opposite directions: just 
as a huger CV causes a larger DR. so also 
a smaller mean. Nature is not always kind 
and the two often go together. It would be 
incorrect to hold the CV as the sole offender. 

Ideally, one should estimate DR and study 
its relationship with rainfall parameters on 
the basis of data on annual discharge of a 
riverand the annual rainfall in its catchment. 
In the absence of the former data, we have 
carried out the exercise using only the latter 
and the rainfall-runoffequal tons of irrigation 
engineers. The centre piece of the exercise 
is the structure of these, equations. But it 
will be unrealistic to suppose that G(y) 
precisely defines this structure or that a 
particular value of H specifies it for a 
. L particular project.** After all. G(y) is only 
an approximation - perhaps a good one - of 
reality. The values ofDR and other measures 
given here are therefore, only as good as 
the engineers' formulae. These have been 
in iiae tor many decades now and could be 
refined, and in consistence with their refined 
versions the DR values could be also 
reworked. The thrust of the present exercise 
is, however, only to demonstrate how, ooce 
the formula defining rainfall-runoff 
ij,. relationship is given, DR and other measures 
| can be worked out using a long series of 
s, annual rainfall date. Further, DR it a direct 



H 

mm 

Mean 

mm 

EF 


CV (Per Cent)_ 



25 

35 

45 

55 

65 

76.2 

350 

EFV 

150 

1.80 

2.19 

2.73 

351 



EF v 

1.34 

155 

1.84 

2.24 

2.13 



Per cent dif 

1092 

13.84 

16.15 

17.97 

19.38 


450 

EFV 

1.48 

176 

2.11 

2.59 

3.25 



EF v 

132 

152 

1.78 

2.13 

2.63 



Per cent dif 

10.64 

1353 

15.87 

17.75 

19.25 


550 

EFV 

1.47 

1.73 

2.07 

252 

3.12 



EF v 

1.31 

150 

1.75 

2.08 

253 



Per cent dif 

10.47 

13.35 

15.70 

17.60 

19.15 


650 

EFV 

1.46 

1.72 

2.05 

2.47 

3.05 



EF v 

1.31 

1.49 

1.73 

2.04 

2.47 



Per cent dif 

1057 

13.23 

1558 

17.50 

19.07 


750 

EFV 

1.45 

1.71 

2.03 

2.44 

3.00 



EF v 

1.30 

1.48 

1.71 

2.02 

2*3 


V 

Per cent dif 

10.29 

13.15 

15.49 

17.42 

19.02 

177.8 

350 

EFV 

1.79 

2.42 

3.61 

6.74 

41.83 



EF v 

1.55 

2.04 

2.97 

5.47 

33.77 



Per cent dif 

13.31 

16.01 

17.73 

18.77 • 

19.27 


450 

EFV 

1.63 

206 

2.71 

3.80 

6.10 



EF v 

,1.43 

1.75 

2.24 

3 10 

4.91 



Percent dif 

12.21 

15.11 

17.17 

18.60 

1953 


550 

EFV 

1.57 

1.93 

2.45 

3.20 

4.49 



EF v 

1.38 

t.65 

2.03 

261 

3.61 



Per cent dif 

1163 

1457 

16.77 

18.39 

I95S 


650 

EFV 

15.7 

1.86 

2.30 

2.94 

3.92 



EF v 

1.36 

1.60 

1.92 

2.40 

3.16 



Per cos dif 

11.27 

14.21 

16.4* 

IS.20 

1950 


750 

EFV 

151 

1.12 

2.23 

2,79 

363 



EF v 

1.34 

156 

1.16 

2.29 

2.93 



Per cent dif 

11.04 

13.96 

1626 

11.05 

1943 
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A large amount of data should now be 
avsilaMe for completed project on annual 
and seasonal rainfall in the catchment, 
run-off and discharge, and the volume of 
water in the reservoir every year, classified 
by different types of catchment. The 
refinement of the old - almost ancient - 
formulae on the basis of these data would 
be worth the attention of irrigation 


VPCTI la N9CCSm|^V IWtF * 4 

m yexy)*» yty-H’), that by i awpiiit y 0). 
Ofyl'/OfY)' < GfyyOOO ..iiv) 
Therefore, when H is changed to a larger 
value: H', all values of v/V for a given set 
of y-vslues less than a given Y, decrease, 
and as a result v/V decreases, and by (II) 
of the paper, DR increases. Thus, DR is an 
increasing function of H. 

(3). We consider only those cases when 
d i 0.5. Because of the positive skewness 
expected in the rainfall distribution, \ 4 will 
then be less than the mean. For a given d, a 


r-.i^ftP.fiHMfheaja: £>). when die mew wd J 
the CV change in' the ssroj direction, 
opposing changes affect Y 4 and the net 
Change in it and its effect on DR can be 
worked out only if the distribution of y is 
fully specified. While it may be intuitively 
clear that DR, for a given mean, will be m 
increasing function of CV, that it will be 
related to the mean may itself be an 
unexpected result The above derivations 
will show how. through the changes in Y # 
and values below it, DR tends to become 
a decreasing function of die mean for a 
given CV. 


engineers. 

Finally, this exercise ends on a congrat¬ 
ulatory note. It is observed (Table 5) that 
the values of DR and P(Vi) are generally 
close to each other though the latter show 
a greater variation and are on the average 
slightly lower than the former. Their values 
based on theGammx distribution alsoexhibit 
the same closeness. Some mathematical 
relationship must be at work, and unaware 
of if, I did not expect this closeness before 
I started this exercise. PVA do not refer to 
the mathematical relationship nor do they 
explain why P(V4) would be a good proxy 
for DR,.to measure which was their objec¬ 
tive. It cannot be that P(Vi) was easily 
observable, for DR was equally so from the 
same data on the filling of the reservoir on 
which P(V4) was based. PVA thus deserve 
compliments for their serendipity in choos¬ 
ing P(%) to stand in for DR so satisfactorily. 

Mathematical Notes 

The implications of the structure of G(y) 
follow from a high school algebra theorem: 
A ratio of lesser inequality (i e, less than 
one) between two positive numbers de¬ 
creases when a positive number less than 
both is subtracted from the numerator and 
the denominator. As a corollary, the ratio 
increases when a positive number is added 
to both. Conversely, with the same arith¬ 
metical operations, a ratio of greater ine¬ 
quality changes in the opposite direction. 
Thus, if 0<H <H’< y < Y 
<y-*H’)f(Y-H , )<(y-Hy(Y-H)<y/Y <1 

(I) From this it follows that with G(y) 

-Xy-H) 

OfylAXY) < yVY* or G(YVG(y) > YVy 1 

•(ii) 

Thus, if y increases to Y, G(y) increases by 
a factor larger than the ratio of their squsres. 
Further, the ratio of the two ratios: 
(OfYyO(y)|/( Y»/yM - <' - h/yvn- H/y) 

...liii) 

which is always greater than one. reduces 
<o one as a limit when both y and Y tend 
. to infinity, and lends to infinity when both 
rteews a e so that y tends to H. The ratio: 
0(YVO(y), thus becomes a larger multiple 
of (Y 1 ^ 1 ) as y becomes smaller. A little 


change in Y d is caused by changes in y- 
values. Generally. Y, will increase or 
decrease because all lowest (I -d) propor¬ 
tion of y-vaiues do so. Three simple models 
of change are considered below in which 
all original ordinal relationships remain 
unchanged. The changed values are denoted 
by y' and it is assumed that their minimum 
value continues to be greater than H. 

If, (A): ail y-vaiues change by the same 
amount, or (B): they change in the same pro¬ 
portion, Y u will also change similarly, and 
in both cases it will be easy to show by the 
application of the theorem or its corollary 
(hat DR will be a decreasing function of Y^. 

(C> In the third case, all y-values less than 
the mean: M. increase (decrease) and those 
above the mean decrease (increase) by 
varying amounts but their ordinal relations 
are not changed. The new values are given by 
y' * ky + (I - k)M and Y;« kY, -Kl - k)M 

...(v) 

where k is positive. If k < I, Y^ and all 
y-valu 6 s less than it increase. Further, 
since 

/ - H * k(y - H) + (I - k) (M - H), 
using the corollary to the theorem, it will 
be seen that for all y < Y yVY’ > yfY 4 and 
(y* - Hy<Y;- H) > (y - HV(Y 4 - H) ...<vi) 
and consequently, 

Giy'VGiV) > GOyCHYj . —(vii) 
which lepds to a decrease in DR. If k > I. 
Y and all values less than it decrease, all 
relationships are reversed and DR increases. 
In the case (C) too. DR is a decreasing 
function of Y d . 

From these simple models, it wilt be 
clear that DR would generally - but not 
always - decrease (increase) when. Y, 
increases (decreases). When more complex 
changes take place in the lowest (I - d) 
proportion of y-values that change Y^. one 
needs the knowledge of the specific 
distribution of y to work out the effect of 
the change in Y on DR. 

(4) When d i 05. for a given mean. Y„ 
is a decreasing function of CV, wd for a 
given CV, an increasing function of die 
mean. The three cases cons id e red above 
represent the situations whan, (A) the mew 
and CV change in oppoeim dtreettoas. (B) 
only the mean changes but not die CV. and 
(C) only the CV changes but not the mean. 


(5) It is relatively easy to see how die 
value of the minimum affects DR. If. for 
a given d and Y r the minimum increases 
(or decreases), it would generally pash 
values lower than Y towards it (or pull diem 
away from it) which will result in a higher 
(lower) value of V/V and consequently a 
lower (higher) DR. Even by itself, the 
minimum, when it changes, will affect DR 
similarly to some extern. 

( 6 ) In the case of PfVi). from equation 
(14), with a little calculus, it will be seen 
that the ratio: Y/Y 4 , increases with the ratio: * 
H/Yj. Thus, when H increases, the funner 
will increase leading to an increase in PfVi) 
because Probfy<Y,) remans fixed at< I -d). 
When Y 4 decreases. P( Hi) for the same mason 
will tend to increase. 
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Industrial Growth and Stagnation 
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A selection of essays presenting the mf in strands in the debate on 
industrialisation in India. The contrttHitors analyse the factors undertying 
the deceleration in industrial growth from the mid-1960a to the mkM970e 
and discuss the conditions and policies for a return to the path of sustained 
growth. Alternative hypotheses about the macroeconomic determinants 
of and constraints on industrial growth in India are'examined, focOsing 
on the performance of the agricultural sector. Intersectoral terms of trade 
between agriculture and industry, dispropocttonaJitieg within and between 
sectors, die level of investment in the economy, the nexus between public 
and private investment and the relative significance of supply and demand 
constraints. 
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end market advocates on the strategy of growth, these is su es have been ’ 
largely obfuscated, ft is therefore more then ever neoeesaty today to 
recognise toe magnitude c# toe problem end the inadequacy of toe 
measures adopted so tar to deal with It 
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China’s Tryst with Globalisation 

Rejecting ncoliberal diagnoses, China has created a transitional 
economic system that combines in a most original way seemingly 
contradictory elements of central and local planning, the domestic 
market and a relatively small window looking out into the world outside. 
Above all, China's experience illustrates most vividly the contemporary 
relevance of ‘economic self-reliance' as the motor of growth in a 
developing country. PE-2 

Colonial Ethnography 

The task of re-examining colonial ethnography and demystifying and 
exposing the colonial conspiracy is far from easy, especially when 
post-colonial scholars remain captives of the premises of colonial soldiers, 
administrators and ethnographers. The crucial issue is to bring out the 
extent of enmeshment of ethnographic reports with imperial power as 
reflected in colonial brutalities to silence the indigenous peoples' 
struggles lor autonomy, survival and independence. 220 


Undoing of Green Revolution 

The current internationalisation of 
capital has the effect of transforming 
the state into a ‘transnational state' 
in which domestic, social and political 
relations are increasingly shaped by 
global capital circuits. In contrast to 
the green revolution period, the 
current phase ot internationalisation 
of agribusiness impedes the ability 
ot third world states to formulate 
self-sustaining and pro-poor 
agricultural policies PE-20 
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Cardboard History 

With the divine blessings of 
Jayalalilha. the eighth world Tamil 
conference in Thanjavur concluded 
successfully, showering praise on its 
patroness. The distinguished 
participants demonstrated their 
scholarly disengagement from the 
world of rralpolitik by maintaining 
a cautious silence about the 
deportation of their colleagues 
from Sri Lanka. 201 
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A survey of Muslims in Bombay 
brings out ilie swung antt-Congrcss 
sentiment prevailing in the community. 
Irrespective ol the Ulema council’s 
directive, a majority of Muslims 
arc lor an alliance with Hindu 
backward caste political forces 197 

Two Cultures 

Gelling lime and uncertainty inui 
economic theory has truly been a 
pons asinorum of mainstream 
economies, with even the most 
elegant model that we have, that of 
Arrow-Dcbreu. being essentially static. 
In this context it has been a tragedy 
for economics that its practitioners 
have resolved themselves into two 
distinct compartments, those who 
indulge in high theory and others who 
dirty their hands with empirico- 
c omputational work, _ PE-31 

Beyond Food 'Surpluses’ 

The present phase in our economy 
and agriculture is indeed on 
appropriate lime to give serious 
thought to the past performance, 
present status and the priorities for 
the future directions of change 
in the food security system. 21S 


The value of po 'modernism 
derives from its power of negation. 

Its critique of objectivism and the 
metaphysics of presence’ offers a 
new philosophical framework 
within which elements of the early 
critiques of enlightenmenl/modeniity 
can be incorporated and given a 
more comprehensive form and 
analytical depth. However, when 
the concepts employed in the critique 
are transformed into affirmative 
norms, they yield an attitude of 
scepticism and nihilism within 
which every kind of 'coherent' 
and 'meaningful' enquiry 
becomes suspect. _ ft-45 

PnfcMatur* Obituary 

The dismissal of Marxism as either 
an intellectual tool or a potentially 
politically relevant force m (he 
contemporary world is profoundly 
mistaken. The collapse of 
bureaucratic collectivism in 
central and eastern Europe in fact 
signifies the definitive vindication 
of Marxism in theory and 
political practice. PE-3E 
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Pleasing the Master 

SOME five years ago Ashok Rudra had 
enunciated in this journal his thesis on the 
emergence of the intelligentsia as the third 
ruling class in India. Were he alive today he 
would have definitely felt compelled to 
revise his thesis to add that not only has the 
intelligentsia emerged as the third ruling 
class but, like the dominant partner of the 
erstwhile ruling class combine of big 
bourgeoisie and landlords, has acquired 
strong compradore characteristics as well. 
Watching the proceeding of a 'seminar' on 
Indo-US Relations at A N Sinha Institute of 
Social Studies (ANS1SS) in Patna on 
December 14 last, one was consistently 
haunted by this thought. 

ANSISS. one of the premier research 
institutions of its kind in the country, can 
boast of having had such illustrious 
scholars on its faculty as A K Das Gupta. 
R N Maharaj, Pradhan H Prasad and 
Sachhidanand, to name only a few, all known 
not only for their intellectual achievements 
but equally for their integrity, independence 
and academic honesty. This institution once 
upon a time had seen these traits reaching 
such pinnacles of glory that one of the 
economists of this institute did not feci shy 
of presenting a damning indictment of the 
Sarvodaya Programme even though the 
leading light of Sarvodaya movement, Jay 
Prakash Narayan, happened to be the 
chairman of the institute. Such academic 
integrity alas is a thing of the past now. 

The main speaker in this so-called seminar 
wasETEmree, advisor to the US ambassador 
in India. The gathering at the seminar was 
bigger than any of the seminar held at 
ANSISS in recent times. Alter Emree had 
given his long sermon on how much the US 
valued democracy, civil liberties, human 
nghts and all the virtues on this earth and 
how India was its natural partnereven though 
it figured quite low in the list of foreign 
policy priorities of the US, those present, 
and they included leading lights of ANSISS. 
Patna University and other intellectual 
stalwarts of the city, presented a show as if 
they were vying with each other to please 
the virtuous speaker from the land ol all 
‘virtues’ in the world. Emree was showered 
with encomiums - ‘how true', ‘how noble’, 
‘how kind' and what not. 

Nobody remembered the ghastly 
bombarding ol civilian targets in Iraq, the 
firings by the US army on queues of hungry 
people in Somalia, the events in Haiti, the 
inhuman embargo on food and essential 
life-saving medicines imposed against Cuba, 
the bloody interventions in Panama, the 
backing to military dictatorships the world 
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over, not to speak of the numerous killings 
and assassinations hatched by the CIA. All 
these were conveniently forgotten by the 
intellectuals assembled at the seminar hall 
of ANSISS on that wintry afternoon. The 
only thing that the ‘distinguished’ gathering 
seemed to remember was that an ‘angel’ 
from the lord of the world was there and he 
had to be pleased. So all of them waited in 
the wings to have some crumbs thrown by 
the angel in the form of grants, projects and 
so on. 

The only one who stood up in the end and 
modestly challenged Emree’s sermons was 
promptly damned as a confused man by the 
one presiding over the ‘seminar’. Nobody 
in fact had the patience to listen to this man. 
After all in this gathering of distinguished 
intellectuals, he was a rank junior having no 
credentials, such as voluminous books or 
scores of papers, to his credit to call himself 
an intellectual except that he was a teacher 
of economics in Patna University. And in 
any case it was already getting dark and the 
distinguished gathering’s attention had now 
shitted to the high tea financed by US 
dollars that awaited them outside the seminar 
hall. And if this man was to be allowed to 
continue, with the 'nonsense' which he was 
‘pontificating’ it would have displeased the 
white master and the expected dollars wou Id 
have been threatened. So the man presiding 
over the seminar promptly drubbed this 
speaker as “a confused mart wallowing in 
his numerous confusions”. 

Next day the newspapers dutifully 
reported the sermons of Emree making no 
mention at all of the person who stood up 
and got damned as a confused man. Later on 
in the day. (he same crowd of intellectuals 
was seen chattering over the noble views of 
Emree and making jibes about the 'confused 
man - . . 

The entire jamboree underlined one 
thing - the intellectuals of this supposedly 
great land have lost a modicum of self- 
respect and have acq u ired strong compradore 
traits 


KC 

Patna 

Socialism or New 
Democracy? * 

DULY bemused as we are by post- 
Foucauldian wisdom, we refuse to see in 
the striking juxtaposition of a vituperative 
letter on ‘non-class socialism' by Prabodh 
Dutta of Calcutta and another letter on the 
crucial question of a ‘mass struggle' from 
Niranjan Phukan < EPW . December 3. 
1904), the trace of any agency. But surely. 


in a climate where democracy has come to 
mean the right of might alone and sane 
reason is often buried under vulgar abuse 
of childish spite, one expects a modicum 
of fair play from a journal devoted to 
social justice. 

It is clear that Phukan has not espoused 
any variety of non-class socialism at all, 
though he has not cared to spell out the 
class angle for the benefit of diehard 
dogmatists. In fact, he has pleaded for a 
series of mass campaigns for a people’s 
democracy. 

Unlike Dutta, Phukan does not assume 
that India is a full-fledged and stable 
bourgeois democracy. In fact the combi¬ 
nation of feudal and imperialist support 
continuously sabotages its democratic 
pretensions. Hence, the goal of people's 
struggles should be a people's democracy, 
a genuinely democratic constitution against 
the designs of imperialism and feudal 
interests. 

Phukan proposes that the left lead the 
struggle, freed from its bondage to 
parliamentary criticism and adventurist 
violence. The masses to be led are not 
merely the working class, but an alliance of 
what he calls 'the oppressed classes'. In a 
country where smaller nationalities, the 
minorities, and the petit - bourgeois are 
among ihc oppressed, and where the concept 
of law itself remains confused, even a 
struggle for genuine democracy has 
revolutionary implications. 

Dutta's lack of understanding stems from 
a sterile dogmatism of the left that can 
neither learn from its past mistakes nor 
can make creative applications of received 
ideology to Indian situation. People like 
him find themselves surrounded by 
narrowing walls of a dream of pure 
socialism which they do not know how to 
turn into reality. Frustration leads to 
accumulation of impotent spite and lunatic 
fury revelling in imaginary atrocities on 
their critics. The fear of the new goads 
them ultimately into the arms of their 
traditional enemies. 

Guppy Dkshpand* 

Shillong 


A Correction 

In the article ‘Arunachal Pradesh: Tension 
over Chakma Issue’ (December 31,1994) 
on page 3312, column 2, the period of the 
Assam movement was wrongly mentioned 
as 1985-90. h should read 1979-85. The 
error is regretted. 
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At Stock Market’s Mercy 

T HE precipitate fall in equity prices on the Indian stock 
exchanges in the past four months or so should not be a 
surprise to a keen observer of the stock market scene. The post¬ 
scam buoyancy in share prices up to September 1994 and the 
subsequent retreat have been dictated by the actions of foreign 
institutional investors (Fils). Even the steps taken by the 
authorities in recent months in introducing various regulations 
with a view to enforcing a degree of discipline on the markets 
have essentially been guided by the adverse rcitetions of the 
Fils to the various questionable practices and structural 
problems of the Indian stock market system. 

Initially, the Fils had swarmed in when there were both push 
and pull factors in operation. Low interest rates in the US 
accompanied by the persistence of recessionary conditions in 
Europe induced the Fils to look to the emerging markets in 
Asia for portfolio investments. The offer of an attractive 20 per 
cent tax rate on investment income and 10 per cent on long¬ 
term capital gains was made by the Indian finance minister in 
1992-93, but the Fils began making sizeable investments in 
the Indian markets only in the July-Scptembcr quarter of 1993 
when share prices began to look up. The BSE sensitive index 
(base: 1978-79= I (X)) which was around 2.200-2.300 between 
end-March and cnd-July 1993, with average price-earning 
ratios of shares ranging from 28 to 32, shot up to 3.346 (or by 
52 per cent) and the price-earning ratio to 40 by the end of 
Sbeccmbcr 1993. Thereafter, for about nine months up to 
■September 1994, Fils’ investments, and consequently share 
■prices, rose sharply. During that nine-month period the Fils 
Snade gross purchases worth as much as Rs 7,265 crorc nr an 
Jtiverage of Rs 807 crorc per month. Correspondingly, equity 
Sprites as represented by the sensex touched a peak of 4.618 on 
September 16, 1994. registering a rise of over 110 per cent 
■since mid-March 199.3 and taking the P/E ratio beyond 48. The 
daily turnover of the Bombay stock exchange galloped from 
Rs 163crorein June 1993 to Rs 1,010 crorc in December 1993 
[partly due to PSU shares); it remained high at Rs 384 crofe 
ind Rs 340 crorc in August and September 1994. There was 
i spectacular rise in market capitalisation of BSE-quoted 
iharcs from Rs 1,60,952 crore in April 1993 to Rs 4,46.8X4 
trore in August 1994. a rise of 178 per cent. 

Then came a scries of adverse factors, on both the pull and 
ush sides. Quick and sharp increases in US interest rates and 
conomic recovery in the industrialised countries reduced the 
iceniives for fund managers to move to the Asian emerging 
tarkets. In India there occurred some major micro and macro 
cvelopments which went to reinforce the Fils’ natural 
Inclination to be fair-weather friends. First, it was time for the 
FHs to book profits in those investments which had crossed the 


12-month lock-in period to qualify for the low long-term 
capital gains tax of 1 Oper cent. Then in October 1994 came the 
private placement of 7 per cent Reliance Industries (RIL) 
shares worth Rs 900 crore mainly with the UTI, followed by 
the merger of two subsidiaries with RIL in early November, 
which shocked foreign as well as domestic investors insofar as 
transparency in share transactions was concerned. There was 
in consequence a quick fall in GDR prices of Reliance and 
other companies quoted abroad. And as these developments 
coincided with the calendar year closing for the FHs. there was 
a sharp decline in their investment. From Rs 648 crore in 
September and Rs 611 crorc in October 1994. their gross 
monthly purchases came down to Rs 808 crore in November. 
Rs 364 crore in December and Rs 316 crorc • i this January (up 
to January 20). More than the decline In gross monthly 
purchases, it was tlic steady rise in gross monthly sales by FHs 
that brought down their net investment The Fils' sales went 
up from Rs 108 crore in July 1994 toRs 316crore in December 
and Rs 233 crore in January (up lo January 20). as a result of 
which their net investment fell fromRs 755 crore in June 1994 
to Rs 345 crorc in October. Rs 34 crore in November. Rs 48 
crorc in December and Rs 84 crore in January so far. 

The decline in Fils' investment has been ref cted in steady 
losses in equity prices and a general slackness in market 
activities. The sensex dippcdto.3.411 on January 24. registering 
a fall ol nearly 25 per cent from the peak of 4.618 reached in 
September 1994, with the price-caming ratio touching a low 
of 30 The average daily turnover slipped from Rs 441 crore 
in October 1994 to Rs 250 crorc in December 1994 and has 
slumped to less than Rs 200 crore so tar this month. The Fils' 
disinclination to make substantial commitments has made the 
authorities sit up and initiate a few long overdue steps to 
discipline the market, which have in turn dampened the 
speculative activities of share buskers Apart from banning the 
archaic badlu system, the government has insisted on corporate 
bodies retaining abroad the proceeds of their GDRs and Euro 
funds till these proceeds can be used for project financing in 
India. Further, with the ban on bad la transactions, brokers' 
attention shifted lo cash scrips in which the daily turnover has 
expanded significantly. In 1993-94 the total turnover in group 
A or specified shares was Rs 62.213 crorc against Rs 22.324 
crore in group B or non-spcciflcd shares, or 36 percent of that 
in group A scrips. The tables have been turned in 1994-95. with 
the turnover in the group B shares overtaking that in group A 
shares. In September 1994, the turnover was Rs 1.540crorc in 
group A and Rs 6,558 crorc in group B, or 425 per cent ol that 
in the former. Even in December 1904, when share pnccs and 
general share market activity suffered a setback, the respective 
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turnovers were Rs 680 crore and Rs 4.248 
crore. Apart from the PSU shares being now 
traded as group B securities, a major factor 
has been the repeated renewal of transactions 
as a backdoor form of badla by brokers with 
(he connivance of the stock exchange 
authorities. Renewals have reportedly 
increased from about 20 per cent of 
transactions to over 40 per cent, with some 
select cash scrips crossing even 80 per cent, 
forcing SEB1 to ban renewal of transactions 
in non-specified shares and insist on the 
seven-day settlement procedure. SEBI has 
also insisted on strict segregation of clients’ 
and brokers' accounts as required by the 
government notification amending the BSE 
by-laws effective from December 5, 1994. 
Finally, in the face of the sharp fall in share 
prices following the reduced net investment 
by Fils, the government has, through an 
ordinance, opened the doors to the writing 
and trading of options in stock markets and 
substantially strengthened the regulatory 
powers of SEBI over capital market 
intermediaries as well as corporate bodies 
insofar as they concern the issue of capital, 
transfer of securities and other related 
matters. 

While some of these measures were long 
overdue and hence are to be welcomed, what 
is objectionable is that the government’s 
actions are being increasingly guided by 
short-term considerations. In the present 
instance, the overwhelming concern is about 
the Fils’ investments. This approach is 
seriously flawed from the viewpoint of the 
long-term development of the capital market. 
In the first place, options trading is an 
independent derivative essentially intended 
to enhance speculation based on average 
price variations of a composite set of scrips 
or indices of scrips. Apart from the fact that 
the scope for rigging prices is all the more in 
the Indian situation as the volume of 
transactions is not only not large but also 
now distributed between three major 
exchanges, the crying need is to address 
questions of basic reform such as the 
introduction of depositories and screen- 
based transactions so as to ensure 
transparency and essential disclosures. 

At a more fundamental level, the 
government has* till not realised the dangers 
of relying on Fils for boosting share prices. 
Such portfolio investment is both expensive 
and volatile. The volatility can hurt the 
process of capital market development. In 
the long run. a healthy market is one in 
which prices are set by the fundamentals of 
the economy and by investment emanating 
from cash flow of corporate bodies and 
saving of households. Even injection of 
bank money may at times create unsettled 
conditions in the market, as happened during 
the scam. Excessive dependence on portfolio 
investment may also tend to artificially heat 
the market, as happened in September 1994 
when share prices surpassed even the peak 
of the scam. Further, financial structures of 
companies may tend to get distorted with 
overwhelming dependence on equity 


financing even for working capital purposes 
- a phenomenon noticed in the recent past. 
Detailed studies of the experience ofdifferent 
countries have shown that stock market 
exuberance does not serve any macro- 
economic goal, whether generation of 
additional domestic saving or more efficient 
allocation of investment oreven disciplining 
of corporate managements. Claims to these 
effect have been proved to be myths. Instead, 
excessive stock market activity encourages 
corporate bodies to expand or diversify 
through takeovers and similar devices rather 
than through organic growth making for 
long-term economic development.Thestock 
market-dominated economies of the US and 
UK have found themselves at a competitive 
disadvantage vis-a-vis the economics of 
Germany and Japan which prospered with 
bank-based financial systems. The pervetsc 
aspects of stock markets can hindercorporatc 
sector development, particularly in 
developing countries where entre¬ 
preneurship h.i. a strong bias for trading. 
India is certainly no exception to this. 

CONGRESS PARTY 

Cynical Game 

DESPITE his attempts to put a brave face on 
his suspension from the Congress Party. 
Atjun Singh must be conscious deep down 
of the risks of his political gamble. For all 
his talk of .mobilising support by working 
among common Congress activists, he knows 
very well that he cannot make any dent in the 
party anywhere without sustenance from 
the provincial Congress 'satraps’. The latter 
are divided and are only too willing to throw 
in their lot with the highest bidder. Prime 
minister Nurasimha Ran, being in power, is 
in a more advantageous position than Arjun 
Singh in distributing largesse. The mood 
among Congress workers and middle¬ 
ranking leaders was summed up by one such 
leader from West Bengal recently who was 
reported to have said that if Arjun Singh 
achieved anything they would be behind 
him, otherwise they would forsake him. 
What else can one expect from a party which 
is totally devoid of any ideology, and has 
become a bloated body of corrupt leaders 
and lumpen activists? 

Since his suspension from the primary 
membership of the pony debars Arjun Singh 
from campaigning in the coming elections, 
he will have to bide his time for any effective 
intervention li II the e lections are over. During 
the elections, he and his followers fhay do 
their best to ensure the defeat of Rao’s 
candidates - in order to demonstrate that the 
party under Rao has collapsed and therefore 
needs a new leader (in (he form of Aijun 
Singh). But it is doubtful whether, even if 
the Congress is defeated in most of the six 
states. Arjun Singh will be accepted as 
replacement for Rao. There is too much of 
jockeying for the top position among the 
ageing leaders of the Congress. Sharad 
Pawar, one of the claimants, has already 


blamed Singh for "exceeding limits’’. The 
Kalpnath Rais and the N DTewaris who are 
now supporting Singh may well evaporate 
in the next stage in the tussle for power. 

The other option for Atjun Singh then is 
an honourable exit from the party with a 
chunk of followers. By clamping a show- 
cause notice on him, paving the way for his 
eventual expulsion, Rao has in fact pushed 
him to the wall. We might therefore see the 
mushrooming of yet another Congress Party 
- a Congress(A) perhaps? What are the 
prospects of such a rump headed by Aijun 
Singh in the next general elections? 

By accusing Rao of compromising with 
the Hindu chauvinistio forces on the Babri 
masjid issue. Atjun Singh hopes to win the 
Muslim constituency. By playing on the 
popular resentment against corruption, he is 
perhaps dreaming of emerging os another 
Jayaprakash Narayan. harking back to the 
1974-75 period. By harping on the alleged 
suppression of evidence and delay in the 
Rajiv Gandhi assassination case, he is trying 
to ensure (he support of the enigmatic lady 
at 10 Janpath and the Rajiv loyalists within 
the Congress Party. By shedding tears over 
the plight of the people due to Rao's 
acceptance of the economic liberalisation 
policies, he expects the Left to support him. 

But on all these counts in his multi-pronged 
electoral strategy, Arjun Singh stands on a 
sticky wicket. First, the Muslim leaders 
appear to be sceptical about his rather belated 
conciliatory gestures towards their 
communi ty. One of them. Ebrahim Sulaiman 
Sait, the convenor of the All-India Muslim 
Personal Law Board, has dismissed these 
gestures of his as coming ‘‘two years loo 
late”, and has demanded nothing short of the 
rebuilding of the mosque at its original site. 
Can Aijun Singh afford to make that promise 
and carry it out - if he is voted to power? For 
all his ami-BJP rhetoric, and pretensions to 
secularism (which arc calculated to woo the 
Left), in practice he has always been careful 
to adhere to the traditional superstitious J 
Hindu practices (like expensive ‘yagnas’ 
and obeisance to god-men) in order (oensurc 
support from the Hindu vote bank in north 
India. As the minister for human resources 
development in the Rao cabinet, his last act 
of compromise with the Hindu chauvinist 
forces was his advice to the foreign delegates | 
to the World Archaological Congress in - 
Delhi to refrain from bringing up the issue of 
the destruction of the Babri masjid at the 
conference. i 

As for the other issues which Atjun Singh j 
has raised in his campaign against Narasimha 
Rao - whether the question of corruption or 
that of the ill effects of the cconomii 
liberalisation - he had been a pan of, and a 
party to. all these developments during the 
years of his tenure as a member of the Rat' 
cabinet. If he was all that conscientious hr 
should have resigned much earlier - in 1991 
when Rao allowed the Hindu fanatics t" 
demolish the Babri masjid, or when he felt 
that Rao was shielding corrupt politician' 
(one of them being Kalpnath Rai who. after 
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being dismissed from the cabinet, has now 
snuggled up to Aijun Singh). 

Given this dubious political background, 
it is doubtful whether Aijun Singh will be 
able to carve out any significant niche for 
himself in the configuration of political 
forces that may emerge following the coming 
assembly elections. 

POVERTY 

Removal by Definition 

DOES anyone believe that unemployment 
in India is around 2 per cent only, whereas 
the proportion of persons below the poverty 
line is close to 41 per cent? But that is 
precisely what is thrown up by National 
Sample Survey data for the period January- 
December 1992. 

That experts in this business of numbers 
have themselves been uneasy about the 
credibility of the figures ol unemployment 
which the NSS surveys yield is evident from 
the attempts from time to time to not only 
refine concepts bui introduce new ones. The 
two concepts of unemployment that have by 
now come to stick and be widely accepted 
are ‘usual status' and ‘weekly status'. The 
former is supposed to capture the number of 
those unemployed most of the year and 
the latter those unemployed in the week 
preceding the survey, with the latter 
considered possibly more reliable than the 
farmer on the assumption that recall time is 
shorter for the respondent. And the two 
measures do yield different results. Thus 
while the figure lor male unemployment by 
usual status works out to 1.9 per cent for 
1992. by weekly status it goes up to 2.8 per 
cent, which means that measured by weekly 
status the unemployment level turns out to 
be over 50 per cent higher than (hat measured 
by usual status Nonetheless, it comes 
nowhere near the estimated proportion ol 
persons below the poverty line. Hence, the 
question of credibi I ily of the unemployment 
estimates 

With poverty level as high as it is. and 
vmually refusing to contract despite the 
much touted budgetary allocations for 
employment generation and anti-poverty 
programmes year after year, the question of 
attempting reasonably credible estimates of 
unemployment must be laced squarely. Or 
is it that such an attempt has to he abandoned 
altogether? In any case, the present farcical 
scenario conjured up by NSS data of very 
low unemployment coexisting with very 
high poverty levels is becoming increasingly 
laughable. A concept of employment will 
have to be evolved that takes note of the fact 
that a large proportion of the workforce in 
the country is driven to take up work, 
however demeaning and low paid, because 
the alternative before them is to starve and 
see their families starve. To consider such 
people as employed is to make a mockery 
of the very concept of employment. 
Employment has to be at a certain level of 
earning. 


It is ironic that the attempt so far has been 
not to arrive at a credible concept of 
employment but to dilute the concept of the 
poverty level by introducing the notion of 
two square meals a day in order to find out 
if the poor also starve, as if a square meal is 
easy to gauge and poverty is not. 
Interestingly, measured by the yardstick of 
two square meals a day, the proportion of 
those thus deprived in rural India was 
supposed to be less than I per cent in 1992 
which is lower than the proportion of men 
unemployed by the usual status. By such 
statistical jugglery unemployment and 
poverty can be proven to have vanished 
from India. Bui to what purpose? 

BIHAR 

Caste Equations 

WHAT is remarkable about Lak» Prasad's 
government in Bihar is its completion of 
the five-year term ol office without any 
disruption This is an achievement given the 
fact that for past two decades and a half no 
government in the state was able lo endure 
so long. Thus, despite the various gibes in 
the press about Laloo's style of functioning, 
people in Bihar have experienced political 
stability aftera long lime. That Laloo Prasad 
still claims considerable support in the state 
was evident in the mammoth garib rally he 
organised in Patna in October, last year The 
rally was also a show ot strength directed ai 
the rival Samata Party which a couple of 
weeks earlier had at the same site of Gandhi 
maidan held a Jan Adaiat for 'Bihar Bachao'. 

it wax the politics of the backward castes 
that bestowed the chief ministerships of the 
country’s two most populous neighbouring 
states on two yadavs Though Uttar Pradesh 
went through turbulent political upheavals, 
including the drifting apart of Mulayam 
Singh from V P Singh's Janata DahJD). 
Bihar continued lo he the latter's bastion 
Bui the politics of the backward castes in 
effect consolidated caste politics m the states 
The kurmis and the koens. led by Nitish 
Kumar's Samata Party, a breakaway group 
of the JD. have accused Laloo Prasad of 
'yadavisation' of Bihar’spolity. Incidental!). 
both Laloo Prasad and Nitish Kumar arc 
contesting elections from constituencies 
having a strong base of (heir respective 
castes. Danapur and Raghopor. from where 
Laldo Prasad has filed his nominations, are 
yadav-dom mated areas while Hamaut. Nitish 
Kumar's seat, has a solid kurmi presence. 
But the so-called yadavraj will he toppled 
only if anti-Lakio forces in the slate reach an 
agreement amongst themselves. And this is 
nowhere in sight . Virtually every opposition 
alliance in the offing has broken down. 
Samata Party and CTlfML) have parted 
ways due to disagreement over seal distri¬ 
bution. Samata Party itself has suffered a 
split with Ram Sunder Das, a former chief 
minister, initiating the Loktantnk Samajwadi 
Morcha. The deliberations between the SP- 
BSP combine and Jharkhand Muklt Morcha 


(Soren) have Hopped. The Congress, the 
BJP, and the new-born Bihar People’s Party 
(BPP) are to contest separately. Interestingly, 
the only alliance that survives is between 
Laloo Prasad's Janata Dal and the two 
communist parties, CPI and CPI(M) Laloo 
Prasad exerts a tight grip over the yadav- 
Muslim block which forms 30 per cent of 
the voting population He has unsettled the 
base of his communist allies too. When the 
two communist parties launched a land- 
grab movement in protest against the 
government's failure to address the land 
problem, Laloo simply asked the yadavs in 
the communist fold to disown their parties. 
Further, the growing support to ihe Vinod 
Mishra-lcd CPI(ML) in north and central 
Bihar has left the CPI and CPItM/ with no 
option but to seek rapfirochemem with Laloo 
The real challenge to Laloo Prasad's 
dominance will be in south Bihar On 
December 20. 1994 a bill was passed in the 
Bihar assembly constituting an autonomous 
council for the development of 18 districts 
of Chhottanagpur and San that Parganas of 
Jharkhand Bolstered by what it sees as a 
vindication of the party stand. JMM(Sj, an 
adversary of Laloo Prasad, has decided lo 
contest all the K2 seats of south Bihar on its 
own. Laloo had alienated the tribal 
population of south Bihar by declaring that 
the separate state of Jharkhand would be 
formed only over his dead body and the 
JAAC bill and the announcement of 76 per 
cent reserv ations for tnbals may not have 
compensated for their ire. 

Among the conservative forces in Bihar, 
it is Anand Mohan Singh s BPP. and not the 
Congress or the BJP. that has captured the 
imagination of the upper castes in Bihar. It 
is reported that the bhumiharx and the rajputs 
who dominate Muzaffarpur and Vatshah 
districts of north Bihar have gravitated 
towards this pany The murder of Choten 
Shukla. a prominent party activist, in 
December and the lynching of the district 
magistrate of Gopalganj. a daht, in retaliation 
have added to the polarisation of caste forces 
in the stale. The Congress, ihe largest 
opposition party in the outgoing assembly, 
is destined to sink further The party's 
slate leadership is facnonalised beyond 
remedy Jagannath Mishra's 'non- 
political' drive against evonomit back¬ 
wardness of ihe slate could not inspire 
even his party members into action The 
BJP. on the other hand, constrained by the 
code of electoral conduct, is banking on 
cnminatisalion of stale politics and the 
infiltration of Bangladeshis - issues (hat 
have tailed to arouse the public 
Laloo Prasad Yadas's success in 
challenging the election commissioner over 
the issue of photo identity cards has dwarfed 
all his rivals Though (he opposition parties 
may cry themselves hoarse over the financial 
mismanagement ol the state, the fact is that 
ihe state has always been mismanaged It is 
the security and dignity that ljloo has been 
able to give the backward castes and the 
Muslims that is new 
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INDUSTRY 

Breakfast Revolution 

A correspondent writes: 

THE opening ot the economy has cleared 
the way Cor the invasion of the Indian market 
by foreign branded food products. Between 
August I I and September 1994. 290 
foreign collaboration protects were approved 
in the torn! processing sector, with proposed 
investments totalling Rs 1.836 crore. of 
which Rs 70(1 crore are estimated to have 
already entered the country Foreign 
companies have apparently been animated 
by the government’s propaganda that India's 
‘growing middle class’ is ready and able to 
purchase their products. Even if one sticks 
to the urban middle and upper classes, there 
is a large and tempting market for foreign 
food and pseudo-food products, not to 
mention consumer goods m general. Foreign 
firms have the resources to spend heavily on 
advertising and marketing. and we are already 
witnessing their onslaught, particularly of 
foreign liquor brands. The wave of the future 
for the marketing of foreign processed lood 
products can be seen in the launching ot 
Kellogg's ready-lo-eal breakfast cereals 
(com, wheat and rice flakes) recently in the 
Bombay market. 

With a total project cost of $60 million. 
Kellogg India ta KXI per cent subsidiary of 
the American Kellogg C ompany) mjy have 
to wait a number ol years to see a profit, but 
company officials say they are in tor the 
long haul. Initial market survey results were 
discouraging - a survey ol 17 million urban 
households by the Indian Market Rcscaich 
Bureau (IMRB) found that the penetration 
ot cold cereals in the market is only 3 per 
cent at present, while 12 per cent of 
households eat bread tor hreaktast and most 
prefer hot foods such as 'dosa' and 'paratha'. 
But KclUgg's own market research 
convinced it that the Indian urban middle 
and upper c lasses are becomi ng more ’health - 
conscious’ and so may be willing to give up 
their traditional greasy' breakfast fare lor 
’nutritious" Kellogg's cereals, ‘lortilied with 
vitamins and iron . Thus its marketing 
strategy is concentrating on the health aspects 
ot the product. 

Many feel that Kellogg will have an uphill 
battle to convince consumers here in eat Us 
cereals for breakfast, but the company has 
plenty of experience in creating a market tor 
Us products in countries where food habits 
arc very different. It will use that experience, 
plus money power, to good advantage here. 

It plans to 'educate' the consumers through 
advertising that targets parents, teachers 
and doctors, and to organise programmes in 
schools to promote its products This stra¬ 
tegy indicates that the real eventual target 
will he. hildren.as in the Umled Stales - the 
comp my also plans to launch Frosted 
Flakes'. a sugar-coated variety ot corn flakes 
popular with children. 

It is ironic ihut not surprising) that with 
increasing health consciousness in the US 


leading consumers to turn away from such 
heavily processed foods, especially for 
children. Kellogg is trying to open up the 
Indian market on the plank of health foods 
(much as cigarette companies ure fuming 
to third world markets as first world con¬ 
sumers are giving up smoking). American 
nulrttionistsdisccHiruge parents from buying 
breakfast cereals for their children because 
the sweetened varieties arc little better than 
junk food The main consumers of eold 
cereals abroad are pmhahlv children, given 
the prolusion of super-sweet brands with 
numerous strange flavours and shapes, and 
the pmdueers atm their advertising directly 
at children via television. While Kellogg 
could make a ease for plain com flakes or 
wheat-based cereals as healthy foods, its 
role in spoiling the diets ol millions of 
children in the US and elsewhere with its 
children's brands of cereal cannot he denied. 
In any ease, a traditional Indian breakfast, 
he it ’dosa' or ’paratha/sub/i'. is by no 
means less nutritious than a bowl ol pro¬ 
cessed and chemically preserved grain 
soaked in sugar and a little milk t which also 
has lat. alter all), and it is certainly cheaper. 

It remains to he seen w bother Kellogg will 
succeed in changing Indian eating habits At 
present its significance is minor - after all. 
only a small segment ol the population can 
a!lord to buy its products. Bui those who 
think that Indian tastes cannot he changed 
should recall that the national hahu of 
drinking lea was introduced by the British 
authorities in collaboration with the tea 
companies with the explicit objective ol 
providing a cheap, energy-giving drink to 
the toiling masses (and ol course, of creating 
a new market lor tea produced by British 
companies in India). Tea was heavily 
promoted in every corner of the country 
through slogans such as 'chat piyo. khoob 
din jtyo' which were pasted on walls and 
chanted by tea vendors, and by distribution 
of tree packets The result has been a decline 
in nutritional status as 'char' has replaced 
the traditional glass ol milk m the morning, 
even lor children Given this history, is it 
likely that the opening ot the economy to 
foreign lood brands will have a salubrious 
ellccl on the health of anyone, including the 
'noddle classes"' Already fhe road is being 
paved tor the entry ol highly processed 
foods in the market - the department of 
health had to change the rules to allow 
Kellogg to use HHA. an anti-oxidant, in its 
cereal. 

Even in the US. the big lood corporations 
had to create markets lor their products 
through intensive advertising and "consumer 
education', in the process changing 
dramatically the way Americans cat. The 
result is that the average American diet 
today is very unhealthy, with too many 
highly refined foods, too much lat and sugar, 
and too many artificial preservatives, colours 
and flavours Even the US government 
recognises this fact, yet companies like 
Kellogg arc allowed to push their junk foods 
at children, whose lood preferences arc still 


being formed. Now that they have been 
allowed to operate in India, will the same 
companies behave any differently here? 

POLITICS 

The Real Issues 

V P SINGH’s prediction in New Delhi on 
January 20 lhai the country wax heading for 
a coalition in 1 996 is not much of a prophecy 
while his projection of this coalition as an 
anti-BJP line-up betrays a serious 
underestimation of the advanced socio¬ 
political reality of the time. That the present 
ruling power at the centre may suffer 
conclusive defeat due to its alienation from 
the people and sharpening politieal-laetional 
dissensions within arc too patent to he 
overlooked But there is nothing on the 
hori/on to indicate that the BJP can exploit 
this situation to emerge as the major 
challenger. With its hruhliuistru (the Ram 
Janmahhooini-Bahri masjid (angle) blunted 
and its inability so far fo formulate any new 
fiction In hoodwink and hamhoo/ic the 
masses anew, the BJP today is in no position 
to emerge as a major contender for powet. 
even tl one ignores the debt lituting effects i it 
the growing power struggles among its 
leaders 

More concretely and specifically, the BJP 
has little prospects m Bihar and the stales to 
its cast as also in Andhra Pradesh. Tamil 
Nadu ami Kerala in ihe south Even tit 
Karnataka its share of votes declined m the 
recent assembly elections relative to that 
during the last Lok Sabha polls II the recent 
municipal elections hi Madhya Pradesh are 
any guide, its chances in that state arc not 
bright either Even if compared with these 
areas, the BJP tares a little better in the 
western and northern regions, there tshardlv 
any possibility ol its sweeping the polls in 
those slates 

Against this background, the projection 
ot the coming Lok Sabha poll battles as 
primarily an anti-BJP confrontation is 
entirely misconceived Indeed, this is a sun- 
way to demoralise the people or at least in 
ensure failure to galvanise them for a 
worthwhile political battle. The task dictated 
by the developing situation is to set an 
agenda bclore the people loaehievea scculat- 
demoeratie. clean and ethically motivated - 
alternative - a credible and viable third 
force - to dclcat the corrupt, degenerate and 
servile Congress as well as the anti-national, 
anti-dcmocraiic. indeed tascistic BJP. 

Unless the leading lights ol the emerging 
third force themselves imbibe confidence 
ami conviction in this realisable prospect 
they cannot cmhusc and mobilise the people 
lor its realisation. Indeed, the key to thi 
consolidation of this third force, fhal is. the 
weaning away of si/cable segments ot tin - 
Congrcssedilicetowardsitsclf.iseonfingcnt 

upon the latfh and conviction of Ihe third 
force in its own victory. Statements such a* 

V P Singh's can serve only to undermine this 
confidence. 
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IN THE CAPITAL MARKET 


EPW Research Foundation 


Birla Advantage Fund 

BIRLA MUTUAL FUND is entering the 
mutual fund business with the launch of 
an open-end scheme called 'Birla 
Advantage Fund'. The corpus of the fund 
is targeted at Rs 100 crore. The plan is to 
restructure the investment portfolio in such 
a way as to maximise capital gains for unit 
holders rather than provide annual income. 
Accordingly, the fund plans to invest at 
least 70 per cent of the corpus in equities. 
The balance is to be invested in debt and 
money market instruments. To provide 
transparency, the fund will announce the 
NAV of the fund on a daily basis and lull 
details of (he portfolio will be announced 
annually. Unit holders would be eligible 
for loans against units to be provided by 
Birla Global Finance. The fund has been 
sponsored by Birla Global Finance, 
formerly known as Birla Growth Fund, 
which belongs to the Aditya Birla group 
The investment of the corpus is to be 
managed by Birla Capital International 
AMC which is a joint venture between the 
Aditya Birla Group and the Capnal Group 
Companies of the US. The issue offer 
comprises 10 crore units with a par value 
of Rs 10 each. The issue is slated to open 
on February 17 

SRP Industries 

A Lunar group company. SRF Industries 
has been successful in turning agricultural 
waste into pure silicate, giving various 
products including precipitated silica ol 
highest purity. The process docs away with 
the need tor melting crystalline silica sand 
in a high power-consuming furnace and 
producing pollutant sulphuiie acid The 
amorphous silica is produced by reacting 
agricultural waste with caustic soda, which 
is recovered fully from the process. The 
company plans to implement the project 
which is scheduled to he on stream hy 
the end of the current year The 2tpd 
stream has already commenced ptoduc- 
iton and seed marketing has been 
successful. To part finance this project, the 
company plans to enter the capital market 
shortly with rights cum public issues at a 
premium. 

Essar Oil 

BssarOil belongs to the Essar group w hich 
has an asset base of about Rs 6.000 crore 
and an investor base of over H,00.000 with 
interests in steel, power, shipping, financial 
services, trading and turnkey projects. The 


company has been involved in the oil and 
gas sector in olfshore construction and 
drilling and has recently been awarded 
three explicate blushes by GOI. The com¬ 
pany, to finance the existing operations 
and the 9 mnt oil refinery project of Rs 5.350 
crore, proposes to enter the capital market 
on February 7 with a simultaneous and 
unlinked straight equity issue of Rs 166 5 
crore at a premium of Rs 35 and an.Optional 
Fully Convertible Debentures (OFCDs) 
issue of Rs 1,649 99 crore al an average 
premium of Rs 37 5. The net oiler of 
OFCDs to public is approximately Rs 714 
crore. 

The 9 mtpa world scale refinery project 
is being set up by ihc Essar group which 
has a proven track record of setting up 
mega greenfield projects such as its 2 mtpa 
HR steel plant at Ha/ira where trial 
production has commenced The refinery 
project being set up at a project cost ol 
Rs 5.350 crore will have one ol the lowest 
capital and marketing costs tor similar 
refineries internationally. The location 
being Vadmar. an all-weather deep-draft 
port in Gujarat, the refinery enjoys 
proximity to west Asian crude as also to 
the growing markets in north and wesl 
India and there would be easy accessibility 
to Indian Oil's Kandla-Bhatinda oil 
pipeline The issue is to be lead managed 
hy IDBI. ICICI securities and Finance 
Company. Enam Financial Consultants. 
SB1 Capita) Markets. IFCI. DSP Financial 


Consultants, JM Financial and Investment 
Consultants Services 

Banaras Beads 

Banaras Beads (BBLi is presently engaged 
in the manufac lure and export ol glass beads 
and imnaiion jewellery, woollen products 
and handicrafts While manufacture and 
export of glass beads and woollen products 
are handled by the Varanasi division, 
handicrafts are being handled by the Delhi 
works The company is entering the capital 
market on February 3 with a public issue 
ol 22.16.000 equity shares of Rs 20 each 
at a premium ol Rs 75 pet share aggregating 
Rs 1KX3 60 lakh The company owns three 
industrial plots in Varanasi along with 20.000 
sq ft built-up area in New Delhi It nave 
proposes an expansion by additional civil 
construction in existing buildings for utility 
services in Varanasi plots Also, acquisition 
of 17,000 sq ft lor godown-cum-showroom 
m New Delhi is being planned The jewellery 
project needs )7.(KX) sq tt for godown. 
workshop and oflkc-cum-shewroom. Also 
a godown-cum-showroom is being planned 
to be opened m Bombay The company 
plans lo incorporate computer aided design 
system lor the glass beads and imitation 
jewellery division The project has been 
appraised by IDBI and [he local cost is 
estimated to he Rs 3559 5h lakh The issue 
is to be gauntly managed by IDBI.SBICapital 
Markets and SM Finance 
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CURRENT STATISTICS 


EPW Research Foundation 


The annual inflation rate, measured by any of the price indices, has further accelerated: I O K per cent by the WPt against 9.1 per cent in the previous 
12-month period and 10.3 per cent by the CPI for industrial workers aguinsl 7.4 per cent. M, growth has slowed down due In moderation of 
expansion of net bank credit to government following a sharp contraction of RBI credit to the central government. However, bank credit to the 
commercial sector has begun to gallop, financed to an extent by disinvestment of trustee securities by banks. Reports suggest continued high gold 
import (official and clandestine) at 2S7 tonnes in 1993 and 262 tonnes in 1994, worth roughly Rs 12,000 cnire each year. 

Macroeconomic Indicators 


Index Numbers of Wholesale 
Prices (I98I-S2=I00) 


All Commodities 
Primary Articles 
Food Articles 
Non-Food Anides 
Fuel. Power. Light and Lubricants 
Manufactured Products 
Food Products 
Food Index (computed) 

All Commodities (Average Basis) 
(AprilJanuary 7, 1995) 


Coot of Living Indices 


Weights Jan 7,_ 

1995 Over 
Month 


_ Varimion (Per Cenl): Poim-to-Puint _ 

Over 12 Months Fiscal Year So Fa r 1993-94 1992 93 1991-92 1990-91 
Latest Previous 1994-95 1993-94 


10.8 

9 1 

8.1 

8.1 

108 

7.0 

13.6 

12.1 

14 4 

8.8 

12 4 

9.6 

11.5 

3 0 

15 3 

17 1 

13 0 

5.3 

13 9 

5.3 

4.4 

5.4 

20.9 

189 

19 0 

13 7 

11.3 

16.8 

24.9 

-1 4 

8.1 

19 3 

5.3 

13 8 

1.2 

8.7 

13.1 

15.2 

13.2 

14 4 

9.6 

8,5 

7.0 

7,3 

9.9 

79 

12.6 

89 

8.9 

III) 

6.8 

10.2 

12.3 

6.8 

10 2 

132 

116 

7.2 

11.4 

69 

70 

5.8 

17.1 

169 

10.3 

7.8 

10.5 

7.9 

8.3 

10 1 

1.3.7 

10 3 


Latest _ 

Month Over 
Month 


_ Variation (Per Cent). Poinl-lo-Poml _ 

Over 12 Months Fiscal Year So Fa r 1993-94 1992 93 1991-92 1990-91 
Latest Previous 1994-95 1993-94 



99 

6.1 

13 9 

13 b 

- 

6 8 

116 

13 4 

116 

0 7 

21.9 

166 



Index Numbers of Industrial Weights 
Production (1980-81=100) 


Sept Average lor Fiscal Year So Fa r_ Variation (Per Cent) Fiscal Year Ave rages _ 

1994 1994-95 1993-94 1993-94 1992-93 1991-92 1990-91 1989-90 1988 89 1987-88 


General Index 

Miring and Quarrying 
Manufacturing 

Electricity 

100 0 

115 

77 1 

114 

Capital Market 

Jan 27 
1995 

BSE Sensitive Index (1978-79= 

100) 3506 

National Index (1983-84=100) 

(-13 8) 
170.3 

(-119) 

• data penainmg to December 23. 1994 

Foreign Trade 

Nov 


1994 


241 5 

231 7 1*11 

214 4 (3 4) 

214 5 

2136(4 1) 

205.2 13 3) 

236 3 

224 1 (8 8) 

205 9 12 4) 


300 7 (7 Oi 

281 0 (8 6) 



1994 -95 So Far 
T rough Peak 


_1 993 94 

Trough Peak 


4069 3600 

(56 8) 

1933 1763 

163 5) 


End ol Fiscal Year 
1993-94 1992 93 1991-92 


3779 2281 4285 

(65 7) t 46 8) 1266 9) 

1830 1021 1968 

(792) (4HI) (234 1 ) 


1992-93 199192 1990-91 


Exports Rs crore 

6f 

57 50012 (15 2) 

43405 ( 31 3) 

69547 (29 5) 

53688 ( 21 9) 

44042 (35 3) 

32553 (17 6) 

US i mn 

2 

21 15941(15 2) 

13840 (19 5) 

22173 (196) 

18537 (3 8) 

17866 ( -1 5) 

18143 (9 1) 

Imports Rs crore 

74 

95 55227 (22 5) 

45075 (7 6) 

72806 (149) 

63375 (32 4) 

47851 (10 8) 

4(193 (22 0) 

US Jmn 

2 1 

88 17603 122 5) 

14372 (-2 21 

23212 (6 1) 

21882 (12 7) 19411 < 194) 

24073 (13 2) 

Non-POL US Jmn 

If 

32 13908 (32 2) 

10524 (-2 9) 

17456(106) 

157*2 (12 3) 14047 (-22 2) 

18045 (3 1) 

Balance of Trade Rs crore 

Y 

38 -5214 

-1669 

-3259 

-9687 

3809 

- 10640 

US $ inn 


14 -1662 

532 

1039 

- 3345 

-1545 

5930 


Foreign Exchange Reserves 
(excluding gold) 


Rs crore i 

US Jmn 


Jan 14, Mar 31. 
1994 1994 


1993 94 1992 93 1991-92 1990 91 


60899 6 <1450 1 47626,0 
19488 0 1(8)19 0 15176 0 


247 7 29443 6 
63 0 9469 0 


1994 95 1993-94 


13273 6 9249 0 

4312 0 3017 0 
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External Sector 
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March TWER 





ExcImm^s Itots Rwpftc 

1994 

1993 

1994 

1993 

1992 1991 

1990 

(919 

I9tt 

1997 

(9*6 

36-Co—try TWER (1985-100). 

(Baaed — FEDA1 Rata within bracked) 
Nominal 

Real 

(44.20) 

(65.00) 

(44.94) 
(49. i 5) 

(44.99) 

(6356) 

it 

5* 

*«»■ w 

(43.17) 49.49 64.04 
(5653) 64.24 74 69 

75 .42 
7*70 

73 43 
77 52 

79*2 
*4 56 

*2 19 
*4 73 

924)1 

9213 


Monthly Average Aa—I Avenge Rata 

_8aW_ _ _.- 


Jan 20. 
1995 

Monk 

Ago 

Year 

Ago 

Mar 3i, 
1994 

Mar 31. 
1993 

March 

1994 

March 

1993 

(993 94 

1992-93 

1991-92 

1999-91 

OfficuVRBI Reference Rnea/Rs per US * 31.37 

31.37 

31.37 

31.37 

31 23 

31.37 

MB! 

31 .77 

25 97 

24 47 

17.94 

Maifcet/reDAI Rau/Rs per US J 31.37 

31.37 

31.37 

31.37 

31.22 

31.37 


31.36 

30.65 

- 

* 






Anpr 



ip hpitui 

Hfl 

1994 

I99J 

1992 

1991 

1990 

1994 

1993 

1992 

1991 

1990 


(up to Oct) 


Number 

1519 1476 

1520 

950 

666 

*6$ 

7*5 

692 

2*9 

■a 


Amount ofFomn laiynnrn Approved 


Actual Ftow of FDI 


Annul 

1994 1993 

(up to Oct) 

1992 

1991 

1990 

1994 

(up to Oct) 

1997 

1992 

1991 

BN 

Ra Crete 

10730 *M0 

3*90 

$30 

120 

2221 

17*6 

675 

331 

• 

US S million 

3427 2*52 

13*6 

215 

67 

708 

575 

240 

142 

- 

Foreign Aid (Ra crore) 

_Apot-Qaate.- 

1994-95 1993-94 

1994-95 

(Budget) 

1993-94 

1992-9.7 

1991-92 

1990-91 

(Actuals) 

19(9-90 

191*-*9 

19*7-** 

Net Aid Reccipd 

1512 1010 

4279 

6173 

6139 

Mnn 

5421 

31*1 

2595 

24M 

Net Aid Inflows 

-488 -1212 

II* 

2124 

2ISB 

mSm 

2717 

1747 

1101 

121* 

T auria<a 

1993-94 

1992-93 

1991-92 

1990-91 

19(9-90 I9U-K9 

I9*7-M 

19*64* 



1*71.3 

1(20* 

17*1.9 

1613 7 

1765 0 

16)9 3 

1513 5 

I4M.9 


(21) 

«W> 

(10.4) 

(-8 6) 

l9 0) 

(7 0) 

(1.4) 

- 

Foreign Kschange Eanuags: (Rs crore) 

4572 

39*9 

331* 

2444 

2.7*6 

2054 

1*56 

MOT 

* 

(14 6) 

(202) 

(33*) 

(2.4) 

(16 2) 

(107) 

(15 51 

- 

(US 5 million) 

1457 

1302 

1356 

1362 

1473 

14)8 

M3I 

no* 


(119) 

<-4,0| 

(-0.4) 

(-30) 

(1 1) 

(-09) 

(931 
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BulUmi Prices 


J— 20. Momh 

1995 Ago 

Year 

Ago 

Match 

1994 

March 

1993 


March 

199) 

March 

1990 

Match 

19*9 

if 

Bombay Gold (Rs/IOgm) 


4725 46*0 

40.70 

4611 

40*2 

4443 

7440 

3140 

3140 

IITI 

London Gold (VOz) 


3*0.25 III ,7.70.25 

7*7 35 

3.70.74 

744.64 

763 39 

393 66 

39027 

44349 

Spread over Land—(IVr Canl 

2.7.2 21.8 

21 

1* 

21 9 

36 1 

53 4 

441 

61 3 

69* 

Bombay Silver (Ra/Kg) 


6350 6474 

6850 

7159 

5492 

*050 

6667 

6464 

6755 

6136 

Lund— Silver (VOz) 


t 4 7* 4 *3 

.774 

564 

363 

450 

3 97 

5 07 

5 T9 

641 

Spread over Lund— 


31.7 32 9 

-jl_ 

SI 6 

25.9 

49.1 

SS.9 

171* 

131 5 

1339 

ISM 


—) 

jf*»94 1993 199.7 

VjRrvv) Total Q4 

1993 

1993 

02 

1993 

Q» 

1992 

1991 

(990 


mi 

Gold 


f 2*2 237 *9 

65 

7* 

65 

260 

150 

170 

173 

138 

Silver 


IT 2400 .7620 1097 

442 

475 

•06 

L750 

1360 

1300 

650 

250 


Industrial Production 


Core ladotuto 

Oct 94 


Si 

Cmmdtrve for Fiscal Year 

_SsJSL_ 

1994-93 1993-94 

1993-94 

19*2-93 

19*1-92 

Cool (run tae) 

2062 

2 69(15.0) 

111 <96) 

12349(2.1) 

120.92 (5 3) 

246(32) 

236(19) 


Electricity (me kwh) 

29415 

1.339 (4.1) 

3010 014) 

1973)1 (7.6 

1*3239 (7 5) 

323.723 O 4) 

301066 (S O) 

2*67*61*5) 

Hydel (mo kwh) 

7790 

•17)0 (-161) 

MM 030) 

$1751 (166) 

44771(7 0 

70311 (07) 

69133 (-30 

72556(14) 

Thermal (ind nuclear) 

21695 

3079 065) 

1352 (7 7) 

143440 (4.C) 

13061 (9 1) 

253012 <9 41 

27)233 (*0| 214150(111) | 

(Tude petroleum (lakh ml 

29.1 

1.3(4.*) 

60(160) 

III 4 Of 5) 

15441-36) 

270 2 (0 2) 

2695 (-11 2) 

1034 4-62) 

Petroleum producu (lakh tat) 

49.6 

I * (.7.0 

3 4(74) 

32*9(4.6) 

314 30 1) 

543 4 0 6) 

314*540) 

4*31 (-84) 

Saleable nnal (000 tna) 

1029 

4 (0.4) 

62(64) 

7043(76) 

6543 (5 4) 

- 119*1 (5 7) 

11733 0 2 6) 

105704-1.1) 

Cement (lakh ina) 

519 

3 1 (109) 

4 7 (9 9l 

330.2 (7 3) 

726 2(5 I) 

57*0(60 

1410(02) 

5400(60) 

fcrtilden (N) (000 Ml 

6*3 

99(17 0) 

13(5.1) 

4432 (7 1) 

4140 (16) 

7274 (-2 1) 

7430 0 0 

9300444) 

Eertiltacn (9,0.) (000 Ine) 

114 

613.4) 

a*gh|IMa 

1347 (*0.3) 

•40 (-41 7) 

1*10 (-21 5) 

2706 (-100) 

25461)191 
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to penod specified or over the comparable period of the pneve m t year (ml mean* wv avmlaNe—« ivio an 
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COMPANIES 


EFW Rawnh Fwdrfw 


OEEBPAK NITRITE 

Rise in Sales 

DEEPAK NITRITE, a market leader in 
nitration products that meet critical needs in 
dyes, agrochem and pharmaceuticals indus¬ 
tries, has done well in 1993-94 with net sales 
Increasing by Rs 21.84 cnore (28 per cent), 
operating profit by 16 per cent and net profit 
by 119 per cent There was a 43 per cent 
decline in depreciation and 60 per cent 
increase in other income. The company 
declared an enhanced dividend of 22 per cent 
against 20 per cent in the previous year. 

Exports were up by 27 per cent ( Rs 1.69 
crore). Imports were also up by 33 per cent 
Return on investment has been steady at 6 
. per cent in the past two years. Sundry cre¬ 
ditors to Current assets ratio has risen in the 
past three years from 19 per cent in 1991-92 
to 21 per cent in 1992-93 and 23 per cent 
in 1993-94. Remuneration to employees 
after being steady in 1991-92 and 1992-93 
rose marginally by 3 percentage points in 
1993-94. Earning per share fluctuated at 
Rs iOm 1991-92. Rs4in 1992-93 and Rs 9 
in 1993-94. Exports to sales ratio remained 
steady at 7 per cent in the past two years. 
Debt-equity ratio fluctuated at 112 per cent 
in 1991-92, 118 per cent in 1992-93 and 
92 percent in 1993-94. Short-term borrow¬ 
ings to inventories rose sharply by 18 
percentage points for the year as against 
57 per cent in 1992-93. Net value added 
to value of production showed a decline 
from 23 per cent in 1991-92 to 21 percent 
in 1992-93 and 18 per cent in 1993-94. 
Sales to total assets and sales to total gross 
fixed assets ratios showed increase in the 
past three years. 

The performance of all the three <h visions, 
i e, nitrite, the sodium nitnte/mtrate, HAS, 
AN and GN, was commendable. However,. 
nitric add production and sales were under 
pressure due to competition from large pro¬ 
ducers having in-house ammonia produc¬ 
tion. Coat of power and fuel has gone up 
considerably and efforts are being made to 
overcome the impact through improved 
efficiency and better utilisation of existing 
capacity. The lutroaromaiic division, despite 
stiff competition and considerable reduction 
in selling prices, has performed well due to 
increased capadty utilisation. The com¬ 
pany’s efforts in value addition have started 
yielding results. Sahyadri Dyestuffs and 
Chemicals division continued to work at 
high capacity in spite of increased compe¬ 
tition in domestic and international markets. 
The dye-intermediate section in particular 
showed significant i mp r o v e ment. 

The company invested Rs 11 lakh on 
R and D during the year, with the focus on 
improvement in yields of present products, 
new process fornitromomatic-based down¬ 
stream products and improvement in efflu¬ 


ent treatment using bio-technological so¬ 
lutions. The department plans to develop 
nitration and reduction based technologies 
as a downstream activity to nitroaromatics. 

IVP 

Revived Demand 

IVP has shown mixed performance with net 
sales declining marginally by Rs 1.67 crore 
(2 per cent) and operating profit by 17 per 
cent. But net profit was up by 20 per cent 
Though other income was down by 35 per 
cent, non-operating profit was up by Rs 115 
lakh (212 per cent), depreciation, interest 
charges and taxation were down by 38 per 
cent, 5 per cent and 24 per cent, respectively. 
This helped in holding margins up. A 20 per 
cent dividend was declared forthe year against 
17 per cent in the previous year. Net value 
added to value of production has increased 
from 13 per in 1991-92 lo 20 per cent in 
1993-94. Return on investment has declined 
marginally in the past two years. Turnover 
ratios have declined over the past three years. 
Sales to total assets declined from 164 per 
cent in 1991-92 to 138 per cent in 1992-93 
and 128 per cent in 1993-94. Sales to gross 
fixed assets declined from 316 per cent in 
1991-92 to 293 per cent in 1992-93 and 276 
per cent in 1993-94. Sundry creditors to 
current assets fluctuated at 18 per cent in 
1991-92.16 percent in 1992-93 and 19 per 
cent in 1993-94. Short-term bank borrow¬ 
ings to inventories increased from 84 per 
cent in 1991-92 to 101 percent in 1992-93 
and 116 per cent in 1993-94, while debt- 
equity ratio declined from 43 per cent in 
1991-92 to 35 per cent in 1992-93 and 28 
per cent in 1993-94. Exports declined by 
Rs 1.72 crore (73 percent) against a 22 per 
cent fall in the previous year. Imports were 
also down by 6 per cent for the year. 

In the next two years the company intends 
to invest Rs 30 crore on diversification, 
expansion and modernisation. With this the 
company expects to become broad-based, 
thus helping to improve profitability. With 
the engineering and chemical sector reviving 
after the recession, the company’s products 
faced increased demand. To meet the grow¬ 
ing demand and upgrade production faci¬ 
lities, the company proposes to make fresh 
investment. It plans to raise the required 
funds by making an issue equity ritare or 
convertible debentures, for a maximum of 
Rs 30 crore. The company has entered into 
two technical collaborations with Ceresiv 
GmbH, Germany, for manufacture of high 
alumina faucet discs, which is imported at 
present. The second collaboration is for 
upgrading and increasing the product range 
of the industrial ceramics division. 

The company invested Rs 5 lakh on 
R and D activities. The deportment has been 
carrying on research with the focus on pro¬ 


duct development, import substitution and 
technology upgradation. 

SOL PHARMACEUTICALS 

Rise in Exports 


Sol Pharmaceuticals has performed excel¬ 
lently with net sales goingupby 124 percent 
(Rs 87.7 crore). operating profit by 170 per 
cent (Rs 14.88 crore) and net profit by 141 
per cent (Rs 4.96 crore). Taxation increased 
by Rs 14 lakh, depreciation by Rs 126 lakh 
and interest charges by Rs 9.18 crore. But 
the effect was mitigated by the increase in 
other income from Rs 9 lakh to Rs 80 lakh 
and in non-operating profit from Rs 4 lakh 
to Rs 70 lakh. A 30 per cent dividend was 
declared for the year against 25 per cent in 
the previous year. 

Exports were up by 399 per cent (Rs 45.71 
crore) while imports were up by 127 per cent 
(Rs 28.42 crore). Debt-equity ratio fluctu¬ 
ated at 11 per cent in 1991-92,154 percent 
in 1992-93 and 27 per cent in 1993-94. 
Short-term bank borrowings to inventories 
ratio too fluctuated at 96 per cent in 
1991-92, 87 per cent in 1992-93 and 89 per 
cent in 1993-94. Sales lo total assets ratio 
declined from 135 percent in 1991-92 to 124 
per cent in 1992-93 and 94 per cent in 
1993-94. Sales to gross fixed assets ratio 
also declined from 547 per cent in 1991-92 
to 368 per cent in 1992-93 and 285 per cent 
in 1993-94. Growth in inventories fluctu¬ 
ated at 143 per cent in 1991 -92.60 per cent 
in 1992-93 and 230'per cent in 1993-94. 
Earning per share declined by 6 percentage 
points for the year. Net value added to value 
of production increased by 3 percentage 
points for the year. 

The formulations division showed a 
growth of 34 percent in the year. The company 
launched a new range of formulations in the 
domestic and international markets. The bulk 1 
drugs division has also done well with sales I 
going up by Rs 74.85 crore. With the ad- I 
dition of the bulk drags division of Standard 
Organics, manufacture of a wide range of 
products for domestic and export markets 
along with sale of these products is expected 
to improve. The exports division is focusing 
on establishing new markets along with the 
introduction of new products. With formu¬ 
lations becoming a thrust area, exports in 
expected to increase. 

Standard Organics (SOL) was amalga¬ 
mated with the company. During tl^ year 
the company made a rights issue, followed 
by a public issue. The proceeds were utilised 
for meeting the cost of expansion and pro¬ 
duct diversification and working capital 
requirement. The company also made a 1:4 
bonus issue in January 1994. 

The company spent Rs9l lakh onR and D 
in the year, developing formulations for 
export and also new coat effective processes ■ 
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Match March March March March March March March March March 

1994 1993 1994 1993 1994 1993 1994 1993 1994 1993 


Iacame/approprktteus 

1 Net tales 

2 Value of production 

3 Other Income 

4 Total income 

3 Raw materia U/storo and spares . 
consumed 

6 Other manufacturing expenses 

7 Remuneration to employees 

8 Other expenses 

9 Operating profit 

10 Interest 

11 Gross pntfil 

12 Depreciation 

13 Profit before lax 

14 Tax provision 

15 Profit after tax 

16 Dividends 

17 Retained profit 
LtabUKfcsfosaets 

18 Paid-up capital 

19 Reserves and surplus 

20 Long term loans 

21 Short term loans 

22 Of which bank borrowings 

23 Grots fixed assets 

24 Accumulated depreciation 

25 Inventories 

26 Total assets/liabilities 
MiaccHaacous Hams 

27 Excise duty 

28 Gross value added 

29 Total foreign exchange income 

30 Total foreign exchange outgo 

Key An aort al and performance ratio* 

31 Turnover ratio (sales to total assets) (•*■ i 

32 Sales to total net assets (%) 

33 Grots value added to grots fixed 
assets (%) 

34 Return on investment (gross profit 
to total assets! (%) 

35 Gross profit to sales (gross margin) (%) 

36 Operating profit to sales (%) 

37 Profit before tax to sales (%> 

38 Tax provision to profit before tax (%) 

' 39 Profit after rax to net worth 

(return on equity) (%) 

40 Dividend <%) 

41 Earning per share (Rs) 

42 Book value per share (Rs) 

43 PIE ratio (based on latest and 
corresponding last year's price) 

44 Debt-equity ratio (adjusted for 
revaluation) (%) 

45 Short term bank borrowings to 
inventories (%> 

46 Sundry creditors to sundry debtors (%) 

47 Total remuneration to employees 
to gross value added (%) 

48 Total remuneration to em ploye es 
to value of production (%) 

49 Oroes fixed assets formation {%) 

50 Growth in in v e nt o ri es (%) 
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8075 
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80 
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416 
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7463 

6222 

7056 

10232 

10561 

4911 

4200 

3789 

3838 

1419 

561 

1588 

1282 

1676 

990 

357 

631 

651 

643 

1938 

763 

1075 

813 

2260 

2359 

871 

728 

521 

1815 

1325 

407 

259 

264 

963 

1104 

468 

470 

341 

856 

205 

79 

81 

ISI 

313 

899 

389 

389 

190 

542 

52 

38 

116 

58 

53 

847 

351 

273 

132 

489 

213 

59 

49 

34 

118 

634 

292 

224 

98 

371 

1027 

235 

III 

114 

534 

5359 

663 

1484 

1260 

3906 

1772 

1387 

315 

200 

4085 

5157 

ISSS 

1461 

1295 

1935 

5088 

1510 

1457 

1117 

1065 

5544 

1917 

3168 

2982 

7321 

1330 

252 

1910 

1832 

2565 

5705 

1728 

1308 

928 

1406 

16818 

5682 

4117 

3617 

12839 

517 

343 

1302 

1042 

0 

3618 

1301 

1400 

1312 

2174 

5714 

1143 

336 

158 

782 

5146 

2266 

103 

79 

649 

94.2 

124.4 

196.1 

191 7 

77 4 

119.0 

184.1 

239.5 

241.7 

95 0 

65.3 

67.9 

44 2 

440 

29.7 

6.6 

8.2 

II 4 

94 

67 

7 0 

6.6 

5 8 

4 9 

86 

14.9 

12.3 

90 

75 

18.3 

5.7 

55 

4 8 

27 

5.5 

58 

98 

298 

30 5 

98 

13.3 

39 1 

17.1 

96 

11.0 

30 00 

23.00 

75 00 

50 00 

22 00 

8.25 

14.94 

471 <93 

213.33 

9 16 

62.2 

'38.2 

2703.5 

2200 0 

83.1 

19.6 

12.7 

9.9 

4 7 

8.5 

27.7 

154.5 

19.7 

14.6 

92.0 

89.2 

87.4 

H14 

120.4 

75.7 

113.5 

ISt.2 

53 4 
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54.7 

27.4 

27.4 

45 1 

49.6 

29.6 

S.8 

4.1 

7.1 

9.4 

6.6 

189.2 

119.3 

6.2 

14.1 
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SAYAJI INDUSTRIES 

Higgler Margins 

After being plagued by rise in input cost and 
recession m the starch industry in the pre¬ 
vious year leading to a fail in profit, Sayaji 
Industries has done well in 1993-94 with net 
sales increasing by 16 per cent, operating 
profit by 39 per cent and net profit by 106 
per cent. Though there was a 100 per cent 
increase in taxation the effect was slightly 
reduced by a 46 per cent decrease in depre¬ 
ciation. Non-operating profits were down by 
98 per cent. Other income went up by 10 
percent. Reduction in the cost of raw materials 
resulted in better production activity for the 
year. Also, the reduced bank rate enabled the 
company to borrow more at the same cost. 
But certain unfavourable factors like increase 
in the cost of electricity, coal and furnace 
oil and also increase in repairs and mainte¬ 
nance charges proved detrimental to raising 
the margins. The company declared a 
dividend of 73 per cent for the year against 
50 per cent for the previous year. Earning 
per share has been high at Rs 471 in 
1993-94 compared to Rs 226 in 1991-92 
and Rs 213 in 1992-93. Remuneration to 
employees fell marginally by 4 percentage 
points in the year against 49 per cent in 
1992-93. Both sales to total assets and sales 
to gross fixed assets ratios have risen steadily 
in the past three years. Short-term bank 
borrowings increased by 16 percentage points 
in 1992-93 but declined by 9 percentage 
points in 1993-94. Sundry creditors to cur¬ 
rent assets ratio fluctuated at 21 per cent in 

1991- 92, 27 percent in 1992-93 and 22 per 
cent in 1993-94. Debt-equity ratio fluctuated 
at 13 per cent in 1991-92. 14 per cent in 

1992- 93 and 19 per cent in 1993-94. 

Ex pints were up by 116 per cent while 
imports were up by 22 per cent. Increase in 
exports is being auributed to the agreements 
with Amylum of Belgium for the upgrada- 
tion of technology. Installation of certain 
machineries and equipment has improved 
quality of finished products and reduced cost 
of production. The company has completed 
the establishment of its plant to manufacturc 
'Mannitof. used in foods, pharmaceutical 
and cosmetic products as an antioxidant, and 
commercial production is said to have com 
mcnced. 

The company incurred an expenditure ol 
Rs 15 lakh for its R > and D activities The 
major thrust is being laid on pol lution contri >1 
and energy conservation. 

HINDUSTAN SANITARYWARE 

Modernisation Programme 

Hindustan Sanitaryware, the flagship of 
the H L Somany Group is engaged in the 
manufacture of ceramic tiles and sanitary¬ 
ware The sanitaryware division has two 
units, one in Bahudurgarh in Haryana and 
the ot herin Somanypuramin Andhra Pradesh. 
Net sales in 1993-94 were I6.X5I mi 
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(up by Rt 9.95 crore in value), operating 
profit was up by 44 percent (Rs 2.4 crore), 
and net profit by 40 per cent (Rs 1.65 
crore). Depreciation and interest charges 
were down by 7 per cent and 8 per cent, 
respectively. The 10 per cent decrease in 
other income was more than compensated 
by the 18 percent increase in non-operating 
profit. The company has maintained its 
dividend at 20per cent rorlheyear. Earning 
per share declined to Rs 16 for the year 
against Rs 21 in the previous year. Sundry 
creditors to current assets ratio declined 
from 18 per cent in 1991-92 to 16 per cent 
in 1992-93 and 11 per cent in 1993-94. Net 
profit margin more than doubled from 3 per 
cent in 1991-92 to 7 per cent in 1992-93, 
and then increased marginally hy I percent¬ 
age point in 1993-94. Debt-equity ratio 
fluctuated at 148 pier cent in 1991-92. 21 
per cent in 1992-93 and 35 per cent in 
1993-94. Short-term bank borrowings to 
inventories ratio decreased by 10 percentage 
points in 1992-93 but has increased by 14 
percentage points in 1993-94. Gross savings 


t ogrossed, formatsraoci^r^ 

by 50 percentage points in 1992-93 and 
by 188 percentage points in 1993-94. Net 
value added to value of production hat 
remained stable at 39 per cent. 

The-indian Council of Ceramic Tiles and 
Sanitaryware has been making persistent 
efforts for the reduction of excise duty to 
20 per cent from 30 per cent As a part of 
its modernisation programme, in one of the 
casting shops at Unit I. environment control 
equipment has been installed and success¬ 
fully commissioned. This has resulted in 
increased productivity from the existing set¬ 
up. Many new patterns were developed for 
the export market and repeat orders have 
been coming in. The company expects to 
launch two new suites and is also planning 
the introduction of four new colours. Pro¬ 
ducts of the company were well accepted 
in the UK market and the company has 
bagged its maiden export orders from the 
US market to become the first Indian 
sanitaryware company to enter the sophisti¬ 
cated US sanitaryware market. 


LATEST IN SOCIOLOGY 
SOCIAL STRATIFICATION & MOBILITY 

K.L. Sharma 


Professor Sharma examines critically theoretical and methodological issues in 
the essays included in this volume. The book provides a comprehensive and 
critical review of the studies cm social stratification particularly from a sociol¬ 
ogy of knowledge perspective. The bode must prove as a source material for 
teachers, researchers and students. It encompasses all that which one would 
normally like to know about social stratification in India. 
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COMMENTARY 


Politics of Muslim Vote Bank 

Irfan Engineer 


A survey of Muslims in Bombay brings out the strong anti-Congress 
sentiment prevailing in the community. Irrespective of the Ulema 
council’s directive, a majority of the Muslims are for an alliance with 
the backwards. 


THE post-Babn masjid demolition and Ihc 
consequent communal holocaust all over the 
country has rudely shocked the Muslim 
psyche. The anger of die community was 
seen recently in the assembly elections held 
in Karnataka and Andhra Pradesh, where 
Muslims are said to have voted against the 
Congress and thus, contributed to its defeat 
Now elections are to be held in Maharashtra. 
Gujarat, Bihar, Orissa, and Arunachal 
Pradesh. Various political panics are vying 
(or Muslim votes by offering various 
promises. In this contest, the Centre for 
Study of Society and Secularism and 
IDRAAK conducted a survey to study the 
political perceptions of the minority 
community. A hundred-odd randomly picked 
up Muslim men and women in Bombay were 
respondents of this pre-poll survey The 
survey was done more than a month before 
the poll date: the campaigning had not yet 
commenced and the candidates were yci to 
be finalised by (he parties. However. Ihc 
intention was more to gauge the pretcrenccs 
lor political panics and programmes rather 
than for individual candidates. 

The Muslims constitute about 15 per cent 
of the city’s population. They arc 
concentrated in few pockets in the city and 
therefore capable of influencing election 
results in at least 11 out of the 34 metropolitan 
constituencies. Their presence in other 
constituencies is marginal and incapable of 
influencingiheclecuonresults. City Muslims 
do not constitute a monolithic community 
though the Hindutva forces, the Muslim 
lundamentalixts and other parliamentary 
parties would like the common man to believe 
so. Muslims in the city come from various 
regions of the country and continue to 
maintain their regional identities. Similarly, 
they are also divided into different sects, 
with each sect having its own priesthood 
which ensures that the Muslims remain 
divided along sectarian lines. Nearly 95 per 
cent of the city Muslims live in dire poverty, 
toiling at petty vendors, bakery workers, 
daily wage earners in shop* and small firms 
owned by Muslims. Some Muslims are 
engaged at low wage earning artisans hi 
»ood carving and zan designing The much 
discussed Bangladeshi Muslims work as 


bonded labou re rs in the c on si ruction industry. 
The remaining 5 per cent own shops, 
business, small-scale factories, financial 
instuutions like (he Bombay Mercantile Co¬ 
operative Bank, with a very few in salaried 
jobs. They are mostly composed of business 
communities like bohras. khojas and 
memons. Thus, the Muslim elites of the city 
mostly belong to the business class. 

Muslim Communities 

Muslims are divided into numerous sects 
such as wahabis. deohandts. ahie-hadis. 
bohras. khojas. memons. etc. Each sect claims 
itself to he more loyal adherent than the 
others Muslimsarcalsodividedonregional. 
class and caste lines, c g. sheikhs, ansans. 
qureshis. pathans. syeds. bagwans. and so 
on. Sociologically, there is hardly any 
commonality between these communities, 
except that they are all followers of Islam. 
These communities rarely nnx with each 
other and zealously guard their own identities. 
Each sect maintains a separate mosque The 
syeds, the sheikhs and the pathans consider 
themselves superior and hold the lowercastc 
converts like qureshis and ansans in 
contempt The upper caste converts to Islam, 
like the bohras and the khojas. have strong 
prejudices against other Muslims whom they 
address as 'miabhai' The bohras and the 
khojas intermingle more with upper caste 


Hindus than lower caste Muslim convert* 

These separate communal identities 
persisted due to the varied customs and 
rituals followed by the communities, 
reflecting their regional, caste and economic 
differentiation. Each Islamic sect has its own 
clergy and elite who have vested interest in 
keeping the followers divided on the basis 
of petty sectarian issues. Thus, even the 
political participation of the member* is 
decided at the sect/conunumiy level. The 
elites of each sect/commumty. in order to 
protect and further their economic interests, 
extend financial support and assist the 
politically ambitious members in the 
elections. In return they expect political 
patronage from them. The clergy also wants 
congenial environment to operate The clergy 
and (he elite thus join hands and appeal to 
the members to vote for the party whiefi can 
best assure themnf patronage. The economic 
elite wield influence over their community 
since they support all charitable purposes 
like educational institutions, health services, 
mosques, and also, to some extent, the weH- 
heing of the poor Nevertheless, whenever 
there were compelling reasons, the deprived 
sections of the community have ignored the 
advice ot their dues and clergy. There are 
two glaring instances at this in the post* 
Babn masjid demolition period (if all 
Muslims, cutting across class, caste and sect, 
refused to obey Imam Bukhari's call in 1993 
to hoist black flags and boycott the Republic 
Day in orderio protest against the demohtM# 
of Babn masjid: fli) the Muslims ignored 
the Imam's appeal to vote for Janau Dai in 
the recent assembly elections of UP. The 
Muslim masses wisely voted for SP-BSP 
candidates where the latter were likely to 
win and s-oted for that candidate who would 
defeat the BIP where SP-BSP alliance was 
unlikely to win 

The political participation of die bohras 
can be studied as an instance of the seat 
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community level participation of the Muslims 
in die election process. The religious head 
of the bohras, die Syedns, always asks his 
community members to vote for die Congress 
candidates. Before issuing such directive, he 
bargains with the party and protects his 
interests. The Syedna is least bothered about 
die Shahi Imam’s directi veto vote for a party 
of the latter’s choice. Similarly, the Shahi 
Imam's writ does not run over other sects. 
The elites and the clergies of different 
communities enter into separate bargains 
with political parties of their choice to protect 
their vested interests. Muslim leaders 
belonging to same political party vie with 
each other. The Muslims vote unitedly only 
when they perceive a common threat. The 
Ulema council has been recently constituted 
in the city. It is an attempt to bring together 
the clergy of various sects so that they can 
cohesively intervene in certain situations. 
The Ulema council. dominated by the sunnis. 
has dissensions within it. The political parties 
have thus pacified the clergy and allowed 
fundamentalism to grow. But overwhelming 
majority of the Muslims, who are deprived, 
often vote against the wishes of the clergy 
and the elite of their sect. 

The clerical-elitist appeal is one of the 
factors that influences the voting pattern of 
the Muslims. The Urdu press, too. has 
tremendous influence on the Muslim voting 
behaviour. In general, the Urdu press survives 
by stoking (be passions of the Muslim 
community. Inquilab which gives high dose 
of fundaimmtalism. has highest circulation. 
Being more fundamentalist has never 
prevented it from being pro-Congress. Only 
recently, after Fuzail Jafri became the editor, 
that Inquilab has become critical of the 
Congress. It is giving extensive coverage to 
the Ulema council and trying to convey an 
impression that all Muslims arc eagerly 
awaiting the directive of the council to make 
their decision. However, as prominent 
Muslims admit, the Ulema council's decision 
would hardly influence 5 per cent of the 
Muslims. Due to internal dissensions, the 
Ulema council has not been able to decide. 
The orthodox sunni section has already 
severed its links with (he council. When con¬ 
tacted. the general secretary of the council, 
MMilana Abdus Qudus Kashmiri refused to 
say anything about the elections, except that 
the Muslims should not vote for the Congress 
or the BJP. Inquilab is also reporting the 
various meetingsof tile Ulema which criticise 
the Muslim leaders for lack of unity within 
them. The Muslim leaders in turn allege that 
the Ulema itself is not united. The reality 
is that neither the leaders nor the clergy want 
to unite so as td safeguard the interest of the 
Muslims. Their interests differ widely and 
can be safeguarded only by supporting 
various forces. Urdu Times, on the other 
band, is playing down the Ulema council. 

It gave extensive coverage to the recent visit 


of Mulayam Singh Yadav and it backing die 
third force. Sarfraz Arzoo, the editor of 
Hindustan is campaigning amongst the 
Muslims to vote for the BJP-SS alliance. 
The editor is opportunistic. Nevertheless, 
Hindustan has very little circulation. 

Various parties and organisations are 
holding public meetings in the Muslim- 
dominated areas and raking up different 
issues to influencethe voters. Mulayam Singh 
held a public meeting on YMCA grounds 
which was reportedly well attended by the 
Muslims. He highlighted his government’s 
achievements, including the recruitment of 
9 per cent Muslims to the police force. He 
criticised TAD A and emphasised the unity 
of the Muslims and the backward classes to 
fight against the communal forces. The 
meeting was organised by UP Haj and 
Welfare Association. Bombay Aman 
Committee, Bombay Citizens Welfare 
Committee and Agri pads Relief Committee. 
Muslims lined up on both sides of the road 
from where his motorcade was to pass and 
many prominent Muslim citizens called on 
him. Bashir Patel, the lone Muslim League 
MLA who defected to Samaj wadi Party along 
with three party corporators, mentioned in 
a press conference that he pined Samaj wad i 
Party to work for the unity of the Muslims 
and the backward classes. Another public 
meeting was addressed by Ibrahim Suleiman 
Sait who leads Indian National League, the 
breakaway faction of Muslim League in 
Kerala. The target of his attack was G M 
Banatwala. the president of Muslim League. 
He charged Banatwala of being a Congress 
agent andcalled upon the Muslimsiosuppon 
the third force. Muslim Samaj Sangaihun 
also organised a public meeting which was 
addressed by Ramdas Atha vale, the minister 
of state for welfare. The minister and the 
organisers exhorted the Muslims to look 
beyond their own community and work for 
a unity with the backward classes so as to 
defeat the communal forces. 

Like other communities, the Muslims also 
formed secular organisations to solve their 
day-to-day problems and organise welfare 
activities. While some organisations have 
general membership, some are exclusively 
Muslim organisations (especially when the 
Muslims do not have any say in multi- 
community organisations of a particular 
area). Like Ganeshotsav mandats^ these 
organisations organise religio-cultural 
activities like Moharram, Tazia processions, 
etc. This is done in co-operation with other 
communities. The leaders of these 
organisations have to keep good relations 
with various party leaden in order to solve 
problems tike civic malfunctioning, getting 
arrested people released, and securing funds 
for their activities. Depending on which 
party helps them, the leaden of these 
organisations ask people to vole for that 
party. By and large the decisions regarding 


casting of votes are taken at this level. Our 
investigators found that most of the local 
leaden have gone against the Congress and 
that too for non-religious reasons. The local 
leaden were helpless spectators during the 
communal riots and after the bomb blasts 
even the innocents were harassed. They found 
entire state administration against them. Even 
the Muslim leaders of the Congress failed 
to do anything substantial for them. They 
are annoyed for being repeatedly called upon 
to prove their citizenship and patriotic 
credentials. No leader, whichever patty he 
may belong to. is able at the present juncture 
to assure the community. Therefore, the 
community seems to be in a mood to defeat 
the Congress that has brought them to such 
a pass. In order to achieve this they have 
started to look for alliances with the non- 
Muslims. But since the third force has not 
materialised, it remains to be seen whom the 
Muslims will vote. 


National Inatitute of Bdanoa 
Technology and Development Stixfioo 
DrJCSXriahnan Marp, New DaM-110012 

RECENT PUBLICATION 
Scientific Communities and Brain 
Drain: A Sociological Study". Subodh 
Mahanti, VV Krishna. E Haribabu, 
Vinod Jairath, Aparna Basu. Cyan 
Publishing House, New Delhi, 1994, 
Rs.200.00, pages 149. ' 

The migration of skilled scientific and 
technical personnel from India to 
affluent West is a sociological 
phenomenon with manifold dimensions. 
A number of studies estimate a loss of 
US$10-20 billion to India due to Indian 
brain drain during 1966-86 alone. Do the 
brains go where money is or the brains 
go where the brains are? This 
exploratory study, inspired by late 
Professor Sukhomoy -Chakraborty and 
undertaken by NISTADS. identifies and 
defines brain drain beyond Us much 
discusses economic dimension. 

It helps (a) understand the structure and 
organisation of Indian scientific 
community as reflected in the research 
groups, (b) identify the social feature of 
research groups which tend to check or 
promote the process of brain drain, and 
1(c) suggest some policy 
recommendations on the basis of 
findings. 

Ii provides fresh insight into the brain 
drate-an original con tri b uti on to .the 
literature on me su bject. 

ONn mey be pla ted arfcb either the 
puUUmr or NISTADS 
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In the 1989 and 1991 Lok Sabha and 
1990assembly election!, Muslim voters in 
Bombay had preferred the Congress. The 
1989 elections resulted in a hung 
parliament. Yet. the National Front had not 
struck roots in Bombay. Thus, for all 
practical purposes, the choice for 
Bombayttes wus between the Congress and 
the BJP (the BJP-SS alliance had not yet 
materialised). Both, the Congress as well 
as the Hindutva forces, were competing to 
capitalise on the Ram Janmabhoomi-Babri 
masjid controversy. Rajiv Gandhi had 
commenced his campaign from Ayodhya 
by laying the foundation stone of the Ram 
temple in November 1989 The Congress 
as well as the Hindutva forces were 
competing for Hindu votes, taking 
advantageof the phobia amongst the Hindus 
engendered by the separatist movements in 
the country. Muslim vote bank then had 
little significance. The same situation more 
or less continued during the 1990 assembly 
elections. The Congress had fielded four 
Muslim candidates in the city. out of which 
three won. The candidate who lust was 
Abdullah Shahadat from Umarkhadi 
constituency, who was defeated by the 
Muslim League candidate Bashir Patel by 
nearly 14,000 votes. Due to the rising tempo 
of Ram Janmabhoomi-Babn masjid issue, 
the Muslim League (ML) for the first time 
expanded its base in the 1990 elections It 
not only won the Umarkhadi seat but also 
polled more votes than previous elections. 
In 1980. the ML could poll only 17,609 
votes from the four constituencies. In 1985 
assembly elections, it polled 56.643 votes 
from five constituencies and in 1990 it 
polled 1,01,085 votes from these five 
constituencies. The ML also stood second 
in Amboli assembly seat, which was won 
by Shiv Sena. A small section of the 
Muslims therefore appear to have expressed 
their displeasure with the soft Hindutva 
stand of the Congress during the 1990 
assembly elections itself. 

Table 2 shows that the Muslim voters 
slowly but steadily are shifting away from 
the Congress. The shift is significant. In 
fact, more Muslims are likely to vote against 
the Congress than the survey shows This 
is evident from the fact that out of the 29 
per cent who showed their preference for 
the Congress, 23per cent did not approve 
of the Congress' policy on the Babri masjid 
dispute and the communal riots. It is also 
possible that the Muslims would vote for 
the Congress since the third force has not 
emerged in the state. The only area where 
those who will vote for the Congress 
outnumbered thoie who were for the third 
force, wasGovandl and Baiganwadi where 
the Congress minister Jived Khan is to 


contest laved Khan is known for his strong 
arm tactics and had reportedly arrested a 
Muslim woman who had publicly expressed 
her dissatisfaction with the developmental 
work in the area. A prominent social worker 
of the area and erstwhile Congress 
supporter, Sher Ali. has publicly said that 
he will not work for Javed Khan and the 
Congress. 

Ten respondents showed their preference 
tor the BJP. As many as eight out of them 
approved the BJP's policy towards the 
Muslims. However, ait those who showed 
their preference for the third force approved 
of their policy towards the Muslims. Even 
those who did not want to vote or had not 
yet decided whom to vote, expressed their 
displeasure with the Congress. In all only 
7 per cent approved of the Congress policy 
on the Babri masjid and the communal riots. 

Salim Zakaria. the minister of state for 
education, who is contesting elections from 
Bandra agreed that the Muslims are 
unhappy with the Congress and that the 
BJP has succeeded in alienating the 
Muslims from the Congress. He was critical 
of the Congress for not taking firm steps 
to counter BJP's propaganda. The 
alienation, according to him. climaxed with 
the demolition of the Babn masjid and the 
construction of the unauthorised temple. 
The Congress, be felt, should have accepted 
its mistakes and assuaged Muslim 
sentiments. The Bombay riots worsened 
the situation. Punishing Bal Thackeray. 
Zakaria added, is not challenge to the 
Muslims but to the law of the land. 
Nevenheless, he opined that there is no 
alternative for the Muslims other than the 
Congress The secular elements in the 
Congress should be strengthened and this 
can be done if the Muslims stand solidly 
behind the party. The disintegration of the 
Janata Dal and the third force has left no 
alternative for the Muslims but to stand 
behind the Congress. 

Tabu 2: Pastywtc Vottnu Pmbcmnce 


(/xrmfagr) 


Party 

Voting Preference 

Congress 

29 

BJP 

to 

Third Force 

44 

Will not vote 

5 

Not Deeded 

12 


The survey shatters several nris co w oept- 
ions. One misconccptionis that the M usi tins 
give top consideration to their raB gitma 
interests while casting (heir vote. Though 
22 per cent of the Muslims did not approve 
of the Congress policy towards the Babri 
masjid and the communal riots, they still _ 
wanted to vote for the Congress for other 
reasons. Amongst these are buainesMMn 
and professionals who in all probability 
approve of the economic potirtm eg the 
Congress and may have benaflltidta *ams 
extent. This also indicates da* has it 
polarisation within the community. The 
deprived section of the conu— ity would 
like to punish the Congress not only tm 
lack of concern and diicri-BHajbouagaiuat 
them; it also seems u> be co ncerned with 
its security. The businessmen and the 
professionals, nevertheless, constitute a 
microscopic minority within the Muslim 
community. Therefore, the deprived masara 
who suffered during the riots and are 
concerned about their security, and an at 
the receiving end of the new e co nomi c 
policy are against the Congress. 

The different party preferences also 
indicate that the Muslims do not vote 
unitedly. Only 12 respondents had not 
made up their mind whereas 88 respondents 
had decided whether to vote or not and 
whom to vote. This i^sigailkam b e came 
the Ulema council has not yet derided 
for whom should they direct the Muslims 
to vote. Thus, even before the Ulctaa 
council m m ounc et its directive, majority 
of the Muslims seem to have made up Mr 
mind. 

Muslim Voir Bank 

Most political patties like to give an 
impression of a herd mentality amongst the 
Muslims. If previous voting patterns are 
any indication, the Muslims are n eith e r 
exclusive vote hank of the Congress nor 
have they always voted unitedly Vote bonks 
are more a creation of political pasties 
rather than religious or communal 
behaviour. Moreover, the Muslim 
community is not the only comm u ni ty to 
vote unitedly. Other communities also have 
at times voted unitedly. Political exigencies 
of the parties and economic interests of the 
elites result in projections of vote harts. 
Certain emotional issues like Muslim 


Tabu 3: Auavbs Vormo PUmwa 
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Md Ali 
Road 

Crawford Dhatsvi Govaadi 
Market 
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r 
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3 

6 

4 1 

6 

3 

7 

1 
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Congress 

2 

4 

4 6 

0 

2 

2 

5 

i 

BJP 

3 

1 

1 2 

0 

0 

0 

2 

• 

Not voted/ 
toot 3 

0 

1 1 

2 

3 
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II 
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para—al law are sometimes exploited 
wcctaMly, Perception of common threat, 
nevertheless. does make the Muslims vote 
unitedly More intense the threat, more 
unitedly the community acts and votes. In 
Raatpur constituency (UP), there are 47 
per cent Muslim voters. Yet. in 1991 BJP 
won because of the division of the Muslim 
votes amongst three parties. Same thing 
happened in Domariaganj (UP) consti¬ 
tuency from where Mohsina Qidwai. a 
seniorCongress leader, and Seema Mustafa, 
a SJP candidate -were contesting. In spite 
of 35 percent Muslim votes, their division 
led to BJP victory. In West Bengal, the 
Muslims always vote for the Left Front 
defeating even the Muslim candidates of 
the Congress. 

Anti-Congress Votes 

Though the Muslims voted for the 
Congress in the post-independence period, 
it was due to its popularity and secular 
image. They never hesitated to vote against 
the Congress whenever it became 
unpopular. The Samyukta Vidhayak Dal 
(overmnents in West Bengal. UP, Bihar. 
Punjab could not have been formed without 
the support of the Muslim communities in 
1967 when the Congress was voted out of 
power. Charan Singh successfully garnered 
the votes of fats, OBCs and Muslims to 
become the chief minister of UP. In the 
yean immediately preceding 1967, there 
were two factors (besides of course the 
general economic crisis) which influenced 
the Muslim vote. The major communal Hoi 
at Jabalpur in 1961 and the whipping up 
of national chauvinism during 1965 lnd<>- 
Pak war guided the Muslim votes. The 
.Shahi Imam stood up against the demolition 
of the Muslim-dominated slums during the 
emerg en cy. The government's inability to 
arrest him made him popular amongst the 
Delhi Muslims. When the emergency was . 
lifted. Vajpayee and the Imam addressed 
several Muslim gatherings and appealed 
them to Vote for the Janata Party. Impression 
was thus formed that he is the leader ot 
aH Muslims. If the Muslims voted against 
the Congress in 1977 elections, it was 
harmar the Shahi Imam was accepted by 
afl MwU ms as their leader for his opposition 
to the e m er gency. 

Indira Gandhi tried to woo back the 
Muslim votes in 1980 elections by 
hobnobbing with the Shahi Imam. 
Howev er , in spite of theftnun’i directive, 
the Congress could not get massive Muslim 
voles. A section of the Muslims did vote 
for the Congress since the Janata Patty had 
split. Subsequently, Indira Gandhi losf; 
confidence in Muslim votes. The common 
throat of insecurity amongst the Hindus 
due to the secessionist mov em ents in Punjab 
and Assam were used to carve out a Hindu 


votu bank, tomrity enm hmk smM 4u 
thus dispensed with.. 

The dominant political forces an now 
divided into three camps, the Congress, the 
BJP and the NF-LF. The importance of the 
Muslim vote hank has thus increased. More 
so. since the Muslims ire at pr&ent insecure 
thie to the onslaught of thb Sangh parivsr’s 
Hindutva. the soft Hindutva of the 
Congress, the trauma of communal riots 
and the inefeasing atrocities under 
TADA. They are therefore likely to vote 
unitedly to defeat the Congress as well as 
the BJP-Shi v Sens combine. This, however, 
should not give rise to the misconception 
of permanent vote bank of the Muslims 
since the Muslims arc as divided as the 
Hindus on ca#e. regional and sectarian 
lines. 

The real issues of the deprived Muslims 
have so far been ignored by the 
fundamentalist-dominated leadership. 
Political parties in their lust for votes have 
assisted the fundamentalist section. This 
has led to the suppression of democratic 
forces within the community. A new hope 
is however on the horizon. After the 
demolition of the Babri masj id. polarisation 
is taking place within the community 
between the fundamentalist and the 
democratic forces. In order io ilclcai ihc 


Congress the deprived auctions want to 
jots han d s with the backward classes. 
Recently, there have been several Muslim 
OBC conventions in Maharashtra wherein 
cutting across community lines, the 
deprived Muslims have resolved to unite 
for their just demands. This will unsettle 
the fundame nt alists and interests of the 
de p rived sections will be on the agenda. 
For this trend to succeed, genuine 
democratic forces cutting across religious 
barriers should come together. jDauging 
this trend. Shared Pawar has promptly 
announced the government’s resolve to 
extend reservations to the Muslim OBCs. 

Salim Zakaria wants the secular forces 
within the Congress to be strengthening. 
With this propaganda. 50 per cent of the 
Muslim votes will he in favour of the 
Congress and other 50 per cent will he 
divided between remaining parlies. 
However, the deprived Muslims are so 
angry that they are likely to vote against 
the Congress and the BJP. But whom they 
will vote depends on the candidates of non- 
Con gross, non-B JP parties. We have already 
witnessed such voting pattern in the last 
UP elections. 

[The survey of Muslim voters was carried oul 
on behalf or Centro for Study of Society and 
Secularism! 
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Eighth World Thmil Conference 
Of Cardboard History and Discursive Space 

V Geetha 
S V Rnjadurai 

With the divine blessings ofJuyalalitha, the Eighth World Tamil 
Conference in Thanjavur concluded successfully, showering praise on its 
patroness. The distinguished participants demonstrated their scholarly 
disengagement from the world of realpolitik by maintaining a cautious 
silence about the deportation of their colleagues. _ 


THE presiding deities of the eighth World 
Tamil Conference which concluded in 
Thanjavur on January 5. 1995 constituted 
a veritable Holy Trinity in themselves. 
Summoned to bless this hallowed event by 
AIADMK partymen and women, the medi¬ 
eval Chofa monarch Rajara I. Thiruvalluvur, 
whose verses edily the minds of bus com¬ 
muters tn Tamil Nadu everyday (inscribed 
as they are inside buses that tircdly ply the 
anarchic roads ofTamil dountry). and M G 
Ramachandrun. Tamil Nadu’s hero Ibr all 
seasons, arrived in their respective avatars 
ol stone and bronze to grace mouldy old 
Thanjavur. Thechoiccol this parucularirinity 
is. of course, not entirely fortuitous. Chief 
minister Jayalalilha’s pretensions to author¬ 
ity derive from a patchwork tradition, and 
Rajaraja. who consecrated hrahmin hege¬ 
mony at (he altar ol royal rule, is a natural 
torebear. For one who thrives on a complete 
lack of accountability lo ihe political process 
and the people, and whose chicl virtue is 
her immense capacity to relish sycophancy 
in all its diverse lorms, the murky politics 
of medievalism is bound to hold attractions. 
Thiru vallu var, whose ethical wisdom is often 
invoked to represent quintessential Tamil- 
ness. is a useful household god. For one who 
reveres the Ranchi Paramacharya and Peri- 
yar ostensibly in equal measure. Thiruval- 
luvar assumes great significance. Constitut¬ 
ed as he is in popular imagination as one 
who is always beyond caste and community, 
he reconciles contrary qualities in himself. 
Thus he represents rational, ethical as well 
as spiritual and sacred attributes and stands 
lor a ci vllisational glory to which all Tamils 
may aspire M G Ramachandran is a divinity 
of a different calibre. He is pan guardian 
spirit and part transcendent object. He exists 
as a touchstone on which subsequent leaders 
arc expected to test their munificence, no¬ 
bility and good intent. His very name in¬ 
vokes reverence and more important, lends 
credence to Jayalalitha's careless promises 
of largesse to the people 
In their lack of fit with one another, this 
unlikelytrinriy may be seen lobe emblematic 
of history as it obtains in present day Tamil 
Nadu. Never has the Tamil pest appeared 
so tawdry and inauthentic as it does now - 


claimed by a party and a leader who have 
done and said nothing to thus effortlessly 
appropriaie it. Unlike her forebears in office 

- here one must reluctantly include MGR 

- Jayalalitha has no affiliation to speak of 
with the NwvBrahmin-Dravidian movement. 
Her attempts to own history and embody it 
in her person arc symptomatic of her essential 
non-relation to this history. She lacks that 
power of utterance which came so easily to 
C N Annadurui and M Karunanidhi. both 
of whom utilised the word to constitute a 
viable community and polity. Neither can 
Jayalalitha hope to capture and possess that 
aura which still surrounds MGR. She had 
tu. therefore, necessarily resort to cardboard 
and tinsel to invent a past, create a present 
and carve out a constituency. It is not 
accidental that at Thanjavur she forced history 
to conlrom its own past achievements in 
stone and metal with creations in cardboard 
and synthetic paint. Arches lone of them 
compared her with the Vaishnavitc saint 
Andal), cut-outs, posters, floats and 
billboards were assembled in all their tinsel 
glory to announce the triumph of the kitsch 
version of Tamil history. Jayalalitha and her 
ministers were present at that blessed hour 
when history marched past in a haze of 
silverfoil and techntcolour. Her benign gaze 
and approval imparled to this roll-call of the 
dead and buried a certain Truth'. During the 
conference this sanctified truth would hover 
over seminar halls, mocking the vainglory 
of scholars who had gathered in vast numbers 
to argue, deliberate and establish their fine 
points of view. 

• • • 

Questions of history, historical truth and 
objectivity were resolved in tbe most 
historical fashion at the Eighth Work) Tamil 
Conference. That spirti of enquiry and 
curiosity which seeks to make sense of the 
past, and that eschatological urge to connect 
and narrate events and scholars' will to 
knowledge, were put to test, as a host of 
persons, including the prime minister P V 
Narasimha Rao. sought tirelessly to 
reiterate well-worn myths about the glory 
that was Tamil culture, in a speech that 
could easily rival a 10th standard school 
history textbook’s claims to erudition and 


knowledge, Narasimha Rao, famed for Ms 
learning and his talents as a polyglot, 
demonstrated once more that singular lack 
of vivacity and wit which have endeared him 
to wags and cartoonists all over the country. 
Names of ancient Tamil classics snd poets 
tumbled out of his talk in a hurry and in pell- 
mell fashion as his practised literary longue 
clicked in frustration over those oh so harsh 
Tamil syllables! It is possible he considered 
this ordeal worth suffering in order to strike 
a fresh deal with Jayalalitha’s AIADMK and 
evolve a New Electoral Policy that ignores 
irritants like theTNCCchief sprotest against 
Rao's participation in the conference. 

Lapses of a more serious son occurred as 
well, but we can vouch that neither the prime 
minister nor the central government bad 
anything to do with these. Consider the logo 
designed for the conference - it shows a map 
of the world across which are strewn sundry 
objects ostensibly symbolic of Tamil history 
and culture. Our concern is with die map as 
such, since it is acunous one that has ready 
excised out the island of Sri Lanka from its 
contents! It is as if the organisers not only 
desired to re-wnte history in Her image - 
as one long-standing billboard in Madras 
city has it. henceforth there will be no his¬ 
tory only Her-story’ - but were determined 
to re-draw tbe map of the world if only to 
gratify her geographical imagination. Thus 
a new sacred geography has been propounded 
in defiance or actually existing lines of 
political and cultural demarcation and 
intersection. Sri Lanka and its Tamil' 
population obviously cannot figure in tha 
cultural universe where historical and 
linguistic links and shared cultural worlds 
snd concerns have been erased in favour of 
a bounded and pure' cultural space Here, 
surrounded by lifeless symbols of cufcme 
she covets - the cultural objects shown in 
the logo include images of the flags of the 
Chois. Pandya and Chen kingdoms and a 
temple tower - Jayalalitha reigns supreme, 
proud and atoncin her unabas h e d narcisaism- 

It is another matter that die Tamil diaspora 
whose history and culture the conference is 
supposed to represent consists largely of 
Tamils from Sn Lanka whose conofouttow 
to Tamil research and study have been 
extremely significant. (Ore may recall the 
singular contribution of late Father Xavier 
Thamnayakam whose brain-child is the 
Intenwrional Association ofTamil Research 
(IATR). which is nominally responsible for 
organising WorfdTamiiConfcronces.)Wlna 
the sovereign wills, the subjects have In 
make themselves invisible-Or. as happened 
with Sivathamby. Rupavatlu Sivathamby, 
Velup Pilln, Shanmugadoss. Manonmant 
Shanmugadots and teer Schalk. they are 

simply whisked away by the police. 

• • • 

The forced and dramatic deportation of 
there reno wn ed scholars f rom the coafaenea 
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and subaequendy from India ia a matter that objection lo these scholars U the »oWy to 
begs explanation. To date, none has been their dilatory and, in a sense, entirely 
offered. Sivathamby, who is past 65 years accidental ties to Sri Lanka. To penalise 


of age. has pioneered critical work on ancient 
Tamil drama. His work on Tamil literary 
history, historiography, Saiva Siddhanta 
philosophy, film, and modem literature in 
Tamil reveal him to be a scholar of many 
talents whose range of enquiry is wide and 
whose observations have always been 
stimulating. Sivathamby earned his doctorate 
from the University of Birmingham and was 
a student of Georg Thomson, well known, 
Marxist teacher and critic, in spite of his ill 
health. Sivathamby continues to livein Jaffna 
despite black-outs, gunfire, rations and the 
LTTE. Velup Pillai, a Jaffna Tamil now 
teaching in Uppasala University in Sweden, 
is chiefly known for his excellent studies in 
Tamil literature of the Sangam period and 
the philosophy of the ancient Tamils. 
Shanmugadoss heads the department of 
Tamil in Jaffna University and has produced 
outstanding works on Tamil grammar. His 
wife Manonmani Shanmugadoss is a scholar 
of her own repute and is working in a 
prestigious institute of Colombo. Rupavathi 
Sivathamby, wife of Sivathamby, is a 
meritorious academic. The Swedish scholar 
Eater Schalk has been a keen observer and 
student of Tamil history and culture, and his 
paper on "The First Evidence for the 
beginning of Buddhism in Tamil Country” 
was approved by the IATR for presentation 
in one of the seminars of the conference. He 
has, at trines, lent his name to the cause of 
human rights of Tamils in Sri Lanka, and 
this has earned him the unique distinction 
of receiving two deportation orders - the 
first from the Sri Lankan government a few 
years ago while he was on tour in the island, 
and now from a stale government in India 
that rales in the name of the Tamils. But by 
no stretch of theimagination could the words 
or deeds of these scholars be interpreted to 
be in sympathy even remotely with the 
ideology and practice of the LTTE, if none 
of the scholars still based in Jaffna has 
chosen to speak a word against the Tigers, 
it is because of thdreommitment to discretion 
as the better past of (their) valour. 

Hit humiliation suffered by the scholars 
<Sd not stop with their graoelcss expulsion 
from the conference. Sivathamby and Velup 
Pillai, together with their family members, 
were virtually kept under house arrest in the 
Madras University Guest House with the Q 
branch police keeping the surveillance. It is 
obvious that none of these men and women 
nor the other 25 or so Sri Lankan Tamil 
scholars could have consti tu ted a threat to 
the security qf the chief minuter Jayalalithg j 
or, for that matter, the Mtkm. If this were 
not a matter of grave importance, the solemn 
observation of officials that they had received i 
“adverse notice” reganfing these scholars 
amid be construed to repment s laughable j. 
instance of paranoia. It is clear that the 

aw 


them for living and working in an existential 
context they cannot wish away is. of course, 
to penalise birth. As such the gross injustice 
done to these men and women can only be 
described as undiluted politics) racism. The 
chief secretary to the government of Tamil 
Nadu has tried to shift responsibility and 
blame by claiming the visas given to the 
deported men and women had been cancelled 
by the central government atthe last moment. 
He cannot, however, explain how the Indian 
high commissioner's office in Colombo 
issued visas and the immigration officials 
in Madras city cleared their entry into the 
country in the first place. Besides, lists of 
invitees had been prepared in advance by 
the IATR and approved by the Tamil Nadu 
government, which had ample time to make 
its apprehensions known. The state 
government has also tried to rationalise its 
actions by claiming that Sivathamby et al 
were invitees of the IATR and that it really 
had no idea who the scholarly invitees 
would be. This claim, coming as it is from 
a state government that has completely 
hijacked the conference, broke the silence 
ofNabora Karashima. the president of I ATR 
who characterised it as ‘strange logic'. It is 
noteworthy that the central government has 
neither agreed nor disagreed with the 
contention of the chief secretary to the Tamil 
Nadu government that it had ordered or 
implied that these particular scholars had 
to be expelled and deponed. However, 
immigration officials are known to have 
remarked that their job is only to verify the 
genuineness of the passport ami the validity 
of the visa, whereas the state government 
could order deportation of foreigners if it 


m w* M by Mn| an affidavit More a 
magistrate stating im the presence of the 
foreigner on Tamil son is unde si rable (TV 
Hindu, Madrai edition, January 4, 1995). fc 
is clear that government of Tamil Nadu U 
solely to be blamed for ihiiact of discourtesy 
and its arbitrary exercise of power. 

The Tamil Nadu government's antipathy 
towards Sri Lanka has extended to Sinhalese 
as well, for Sinhala scholars too were left 
out from the list of invitees. Even those Sri 
Lankan Tamil scholars who were given 
preliminary invitations did not receive the 
final and officially confirmed invitations to 
the conference. There was no consultation, 
from the very beginning, with the Sri Lankan 
chapter of IATR. Meanwhile many of those 
who received the preliminary invitation had 
sent in abstracts of their articles and even 
paid the required participation fee of Rs 850. 
When the final invitations failed to arrive 
some of them sought the good offices of Sri 
Lankan ministerThondaman, who put to use 
his connections m Madras and obtained seven 
invitations. These invitations were shared 
between scholars from Jaffna University, 
Peredjniya University and the Eastern 
University where Tamil and allied subjects 
are taught. But there seven did not know that 
their travails had just begun. When they 
reached Thanjavur they were dismayed to 
discover that Rajaram. the organising 
secretary of the conference, would not accept 
the invitations they possessed as valid. They 
were ruddy asked to seek out Thondsman 
himself for further help. After a harried two 
days, during which they literally went without 
food and had to stay with friends, they 
decided to return lo Madras. By then they 
had also come to know of Sivathamby's 
expulsion and naturally enough feared for 
their own safety. 
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Wei a total laok 4f dvthty on fee part 
of the yovwum—l ofT—fl Nadu are* evident 
in other I n st a nces u well. No one It very 
clear a* to whether Cheana Reddy, the 
governor ofTami) Nadu, wu lent an official 
invitation to attend the conference. According 
to Raj B ha van sources, an invitation mailed 
to Mm reached Ms office Just two days 
before the conference Former chief minister 
and DMK chief M KanmamdM wu sent an 
invitation which addressed him as an ~ex- 
MLA". (He quipped back with the reply that 
this wu a case of an ex-actress writing to 
an ex-MLA!). S R Balasubramaniam, the 
leader of the opposition Congress(l) in the 
Tamil Nadu legislative assembly, fared 
worse. An invitation handed over to Mm by 
a traffic police inspector did not even address 
him by name but only as “Leader of 
Opposition’’. Not onlydo these acts constitute 
a breach of propriety but they express a 
political arrogance that has shown itself to 
be utterly indifferent to criticism, im¬ 
precations and rebukes. The Thanjavur 
conference will be remembered as much for 
the habitual practice of a diabolical 
doublespeak by the AIADMK u for the 
ineptitude and lack of professional decorum 
which characterised it. 

• • • 

As Jayalahtha wu making history (and 
headlines) of a sort, the seminars attended 
by scholars (both local and foreign) in the 
various disciplines progressed in due 
solemnity. Paper readers And observers 
expressed their “utmost satisfaction" at the 
conduct of academic sessions and were one 
in noting thkt whatever disturbances had 
occurred outside theirexalled premises, these 
did not affect the nature and content of their 
deliberations. The matter of the deportations 
elicited a protest from Ksraahima well after 
it had occurred. Othen waited out their turn 
and chose to make their displeasure known 
only during the concluding plenary session. 
By that time Sivathamby wu already in 
Jaffna and Vehip Piliai was making a detour 
to Stockholm. Neither these protests nor the 
statements of men inch u Burton Stein - 
he is reported to have characterised the 
deportations u a fascist gesture - mattered 
at that point; except that they served u 
pathetic instances of a scholarly conscience 
reluctantly and lately come to life. For the 
few who protested there wore many who 
maintained e cautious silence which they 
dared break only after the conference wu 
over. Robert Frykenberg, for instance, ia as 
interview given to an Engiteh daily obaerved: 
"When the bone of contention between two 
countries and two connantittee it Taaail, 
sod when one country’s prims mini iter hu 
been Mown up because of this, there Is no 
point in commenting became no matter how 
you look at it, ft is m e x tremel y sensitive 
•uue” (fa&m £pnu, Madras edition, 
January 8,1993). Prime Miafeter Rao could 
have produced a more evasive answer 

*-ic end Political Tffrlj Jmmy 


hoc dflid to tapHcflto d^ortkd tdtoUn 
la the R^iv murder cue! This scholarly 
disengagement with the world of nalpoUtik 
is not only disturbing but extremely 
problematic as well. Does Frykenberg 
suggest that the expulsions were somew ha t 
Justified? Does be imply that when politics 
and statesman are involved in a maoer such 
u this, academics and inidirctuali would 
do well to remain site* and willingly abdicate 
their ethical responsibilities? Far us who arc 
beyond the pnle of academia this is simply 
an instance of scholars pr efe r ring conco urse 
with the dead than a dialogic engagement 
with the living. Not that these are such 
mutually exdusi ve tasks that they may, thus, 
be separated even for heuristic/ to m en eutic 
or analytic purposes. 

• • • 

This brings us to the vexed question of 
the relationships that underwrite the history- 
politics equation, or more generally the 
relationship that exists between intellectual 
enquiry and political responsibility. There 
are several Issues that need to be diaentawgted 
here; Rrst. if intellectual enquiry, especially 
u it relates to history, it to freeze up within 
its own discursive space, it automatically 
becomes sealed off from a larger com¬ 
municative uni vena. Here, other versions of 
(he past get written and often at a niter’s 
whim. Lies, half-truths, patent falsehoods 
and deceptions are habitually yoked together 
to produce a formidable narrative that 
reproduces itself 'with little or no effort 
because atoiid and powerful comtnumcative 
apparatus literally realises these fictions u 
saleable truth. If intellectuals feil to, or refuse 
to. engage these lies is s combative sense, 
(bey risk becoming collusive with, the 
p er pet r ators of these falsehoods. For a 
generation that hu only known MGR and 
Jayalalitha, all of modern non-brahmin 
politics converge into a much awaited telos 
where, u we remarked earlier, history 
hcf*itofy m in what really amounts 
to a doubl e travesty of the non-brahm in 
movement and feminist discourse. If 
academicians arc going to let this sort of a 
travesty take place oa the grounds that this 
is all politics, while we are doing the real 
questioning end the teal thing, one is farced 
to qu es tion the credibility end motivations 
of such cxarciau fat acadauic tea ming. 

Second, the IATR obviously cannot seek 
refuge in a sort of achiaoid tonsuring - tel 
tin govemmant godhead with its own show 
white we assn of tetters confer in pence. For 
what tins reedy sunum to is that two sorts 

fer tin stioriagauasu who a nyway do not 
cue fee htetory, and one for tin hnhfen who 
really cuuwt bo expected to worry about tin 
adoring uaaaas. The question then is, whst 
are Chau c o nftt e n c u for and fer whose 
benefit it res ees ch befog urged in diverse 
ftefcfc? Allowing for die interplay betwee n 
knowledge and power tint is characteristic 


of a greet deal of totetteemai eupsiry, osn 
is still left with the question of achti te rt y 
responsibility, of whether it is merely to 
archive or whether it cm be extended to fee 
hapless living u well? 

• • • 

Last: we cannot really close our 
observations without often ngt few examples 
of that diabolical doublespeak we had 
occasion to refer to elsewhere. The fins 
instance relates to a session on women in 
Tamil Nadu that wu graced by the chief 
minister herself. The recurring theme of the 
various addresses wu simply this: dm under 
Jayalalitha’s compassionate rule, women’s 
lot hu improved vastly, that she wu indued 
personally responsible for this glorious 
achievement. Jayalalitha wu duly apaatso- 
phed by almost every speaker, many of 
whom prostrated themselves before her 
before commencing their talk. What scons 
galling about tint particular session it its 
essential falsehood. For ia the three yews 
since Jayalalitha assumed office, not oaty 
have monumental crimes against women 
been repotted, a considerable number of 
them involving the police, but the one act 
for which she is often praised - the setting 
up of women’s police stations - hu proved 
u much of a nuisance as anything the For 
one thing, women constables have proved 
themselves to be as harshly abusive of wom en 
petitioners u their male counterparts, and 
occasionally as foul-mouthed u well. 
Further, given the excessive p mp erwg of 
the police force by the chief numsaer. the 
police have become a virtual law ante 
themselves, unaccountable to even the 
judiciary More important for our purposes, 
they have set themselves upas moral arbiters 
in family disputes and are known so hare 
coerced women to go beck to tmhappgr 
marriages. This befog the reality experienced 
by thousands of women, it is sorely gram 
that Jayalalitha and her wonhippm should 
thus comfort each other adds self serving 
hu and fortify themselves widen a cMte 
of deception. 

H ow e ver, doublespeak, is not oosHeod to 
Jayhbditha’s political ca aqi alo n e. Qu ri da r 
P Nwhimanat, voci fero us supporter of the 
LTTE and advocate of self dssrratirerina 
for Tamil Nadu - ant only wu he promt 
at the con fe rence while sco res or Tmi 
echoing and enthusiasts (some of them led 
by Ms political alitea) were lu te ch arge d 
and bundted out of Theqjarer to be tinmen 
inso the central prison in Trichy fat wyfog 



of deportation ofwphotars by argafog tint 
fee centre wu to Name, h is dear feta in 
tite tireal world of Tamil Node's politics, 
coltatn may be changed otwiUio keep intact 
tiw gfoter tint chracte rtact n 
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‘No Fish to Eat’ 

Impact of Liberalisation 

Ambrose Pinto 
Berio Lcekas 
i jifca Kadhak rithnan 


In spite of the now well known effects of mechanised boats on fish catch as 
well as on die economy of the traditional fishing community, the 
government of India has now opened Indian waters to foreign fishing 
vessels. Protesting against this invasion which will have a disastrous 
impact on the economy and the social life of fisherfolk, are both traditional 
fisherfolk as well as mechanised boat operators. 


FISHING in the territorial water* and be¬ 
yond has always been the my or source of 
livelihood for fishermen all along the coast. 
Till the-early 70s fishing was confined to 
traditional type of vessels, viz, catamarans, 
country craft and canoes. When the mech¬ 
anised vessels with fishing gear and bottom 
trawling were introduced conflict arose 
between the traditional fishermen and the 
new class of mechanised boat operators. The 
introduction of mechanised boats no doubt 
enhanced the marine fish production. But 
they also brought forth a number of socio¬ 
economic problems. The mechanised boats 
s crapped the bottom of the sea for fish. This 
led to the gradual decrease in fish haul and 
made life difficult to traditional fishermen. 
Bottom-trawling during monsoon months 
adversely affected the growth and viability 
of fish, in particular the spawning of fish. 

Kerala's traditional fishermen who were 
the most organised raised a try and hue 
against the mechanised boats. The govern 
meat of Kerala appointed in the year 1981 
an expert committee headed by D Babu Paul 
to enquire into the allegations of traditional 
fisherfolk. The committee with its vested 
interest members could not reach unanimity 
on the question. Later the government 
appointed the Kalawar Commission and 
based on the report prohibited bottom- 
trawling during die monsoon period. In the 
interest of conservation of fish wealth the 
Kerala government, from 1992, banned 
bottom-trawling by all the boats in the 
territorial waters. As expected die lobby of 
the mechanised boats appealed to the court 
The Kerala High Court supported the finding* 
of Kalawar Committee and two report* of 
the special officers appointed by the *tate 
government and observed that “mechanised 
nets like the purse-seine do an irreparable 
damage to the existing stock of fish by 
killing the juvenile fish and fish eggs and 
by preventing fish breeding’’. The purse- 
seiner caught 600-800 tonnes of fish per 
annum while the tradfckxui crafts could 
catch only five tonnes in 1980-82 in Kerala. 
The situation of the traditional crafts is 


worse today on account of non-availability 
of fish. 

The court also observed from the data 
provided that white the population of the 
traditional fishermen has increased by more 
than 20.8 per cent, the average production 
of each fisherman declined by more than 
half. This resulted in 98.5 per cent of the 
fishermen population descending below the 
poverty line. The mechanised fish gear 
operators though smaller in number were 
able to catch more than 92 per cent of the 
fish. This left a fatal effect upon the lives 
and economy of the traditional fishermen. 
The court had no hesitation in stating in clear 
terms that the use of mechanised gear in 
fishing did not lead to any increase in 
production. But it posed a real threat of 
depletion of stocks. In countries like the US, 
Norway, UK and Japan where the number 
of fishermen engaged in fishing is small, 
steps have been taken to restrict fishing by 
sophisticated gears to avoid destruction and 
depiction of the pelagic fish wealth. 

In spite of the evil effects of mechanised 
boats on traditional fisherfolk, the govern¬ 
ment of India has now decided to open 
Indian waters to foreign vessels keeping 
with its policy of globalisation and libera¬ 
lisation. The invasion of our seas by foreign 
fishing vessels has brought together both the 
traditional fisherfolk and the mechanised 
boat-operators. Use of destructive and 
uncontrolled fishing technologies of the west 
will quicken the pace of the depletion of 
fishery resources. According to the'Food 
and Agricultural Organisationxalready stocks 
in four outof the world’s 17 major fisheries 
are seriously depleted while catches nine 
other countries are declining. It is ironical 
that when some countries are waking up to 
the consequences of overfishing, India is 
welcoming foreign fishing vessels with 
open arms. 

India hasahuge coastline of about 6,100km 
and an estimated annual potential of about 
four million tonnes. Fishery and allied 
activities is a source of livelihood for over 
75 lakh people. The traditional fisherfolk 


who constitute 80 per cent of the fishermen 
operate in the inshore waters within the 50m 
depth. Since fishing has become uneconomic, 
the small-scale fisherfolk are compelled to 
increase their investments 20-fold requiring 
even up to Rs 10 lakh to remain operational 
at present. With foreign vessels entering the 
race, traditional fisherfolk will have to be 
eased out of their age-old profession and 
thus deprived of their livelihood. 

Leading industrial houses like ITC, 
Dunlop, Hindustan Lever, United Breweries, 
etc, have made big investments in shrimp 
culture, deep sea fishing and seafood 
processing projects. A large numberof these 
projects are export-oriented. In addition to 
these large industrial houses, reputed 
companies from France, US, Japan, South 
Korea, Australia and Germany have come 
forward to establish joint ventures. The 
government’s decision to permit joint 
ventures with 60 per cent equity within 
India’s 200km exclusi ve economic zone has 
led to restlessness among the country's 
fishing population. The 33 lakh fisherfolk 
who live along India’s 9.040 km long coast 
are wondering about their bleak future. 

In spite of all the scientific reports that 
point out to the depletion of our sea sources 
the technical committee instituted by the 
government of India has recommended an 
increase in deep sea fishing under the 
assumption that there are fish stocks for 
2,630 deep sea vessels. About 128 licences 
have been issued till February 1994. What 
is worse is that foreign vessels have been 
given the right to export 100 per cent of their 
catches for a mere 12 per cent remittance 
of the earnings. These licences permit the 
vessels to haul in everything with their over 
efficient nets. Licence grant the right to fish 
without any quota restrictions. 

Consequence of Government’s Policy 

Arguments and counterarguments could 
be put forward towards the policy of the 
government. What is important to look at 
is the whole problem in a ‘mass’ perspective 
than a ’class’ perspective. That the policy 
supports a privileged class of multinationals 
both within and outside the country Is beyond 
doubt. The mass of traditional fisherfolk 
will be further marginalised. The struggle 
of the traditional fisherfolk against 
mechanised boats and multinationals is 
essentially a struggle between man and 
machine, livelihood apd greed. The three 
enquiry commission of the government of 
Kerala have pointed out the danger of 
overfishing with devices detrimental to the 
‘fauna and flora' of the sea. In the last six 
yean certain common species of fish have 
disappeared altogether. 

That the mechanised boats and the 
multinationals woulddestroy our sea-wealth 
needs no proof. The latest data of fish 
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produdfion in Kerala well establish the fact 
Tlw total fiih production oftbe (tide in 1990 
was 6.94 lakh tomes. It came down to 6.04 
lakh tonnes in 1991 and 6.03 in 1991 
Kerala’s share in national fish production 
has dropped from 23 per cent to 20 per cent. 
The Maharashtra fishermen claim that their 
overall catch has gone down by 30 per cent. 
Besides mechanised boats, pollution in the 
Maharashtra waters could be another reason. 
Coastal rivers brimming with industrial 
effluents successfully destroy the fish in the 
shallower sea waters. A special problem is 
caused by the operation oftheOil and Natural 
Gas Corporation (ONGC) at Bombay's coast. 
Prawn beds are often found near oilfields. 
When fishermen approach the oil rigs they 
are shooed off by ONGC. Fishermen also 
complain that the effluent from the oil rigs 
has affected the fish in the vicinity. Added 
to the arithmetic of production is the greater 
danger of diseases afflicting fish. Two yean 
ago tonnes of fish had to be aba n done d and 
fishermen put on 'vocation' due to wide¬ 
spread fish disease. Several instances of 
people taken ill after eating fish had been 
reported in the print media in recent years. 

The social consequence is the dis- 
integration of fisherman's families. Here are 
a few interviews that wouM give im indicators 
of traditional fisheribtt's lives: 

Says a traditional fisherman of Alleppey 
district, now involved in ring-seine fishery. 
1 have been fishing in the sea for 20 years. 
But now I can fish only for four to five 
months in a year. There is no fish for the 
remaining months. If I go continuously for 
fishing, it is a severe loss for me. Thus I am 
worried about my future, what will happen 
tomorrow to me and to my family". 

Elias, living on the banks of the lake in 
Kollan district says: "Traditionally I was 
fishing in the lake. But now there is no fish 
there. So we nil go to Emakulam district for 
survival. I have a small boat. Traditionally. 
I was fishing in inland water, but now the 
inland water bodies have shrunk. And the 
remaining water bodies are given to private 
hands and contractors on lease. Small boat- 
on wen seem to have a gloomy future, because 
there is no spare left for (hem in inland or 
coastal waters. 

Ambika from Pallithodu village in 
Allenty district distressingly tells: “My 
father Is a fisherman in Pallithodu. I have 
three listen and one brother. Five years ago 
our whole family was involved in drying 
fish. But then came to a time when there was 
no fish to dry. Now whatever fish my father 
catches, he immediately sells in the market. 
And there is no surplus fish to store or to 
dry. So we areidte. Hundreds of women like 
me went idle because traditionally in every 
family women are involved in this work. 
There is no work for me. The same Is-the 
case with my sisters and brothers, and moat 
of the village women". 


Le e lam i na began vending fish when she 
was 19 years okL She lost her husband at 
sea a few yean ago and is now a widow. 
Her earnings are essentia! to feed, clothe and 
educate her children. Her husband became 
cynical and took to drinks, when he could 
not make his ends meet saying, "When the 
sea mother gives me aims like a beggar 
instead of rewarding my labour with wealth, 
what am I to do but dri nk T Wtat her husband 
told her was significant, "Some people are 
making liquon instead of fishing in the sea, 
rod I am drinking liquor instead of fishing 
because there is no fish in the sea". 

Mariamma is a fish vendor and has been 
one since she was 18. She cannot r emem b er 
bow old she is now but thinks she must be 
over 30. She looks very old. Some yean ago, 
on the advice of s wandering social worker, 
she had a tubectotny after two children. At 
that time, she had a daughter who was two 
months old. Shortly after her operation, the 
discovered that her son suffered from a kidney 
disease. The doctors in the big hospital in 
Trivandrum told her that nothing could be 
done for him. One young nurse advised her 
to look after her younger child property 
since she could have no more children. 
Someone told her that a very big operation, 
costing a huge amount of money might save 
the boy. Mariamma prayed to god that her 
husband might catch a lot of big sharks 
which would fetch them enough money for 
the operation. One night, while she was 
praying, her husband had gone to fish in his 
own kattamaram. Having cast Ms net into 
the water, he fell asleep waiting for the fish. 
Late at night, a trawler came and hit the 
sleeping man. His country craft and net were 
badly ravaged. The kauamanm could not 
be reconstructed because the wood of which 
it is made has become very scarce and 
expensive, thanks to deforestation and 
industrial use in the manufacture of match 
sticks. A kattamaram has four to five logs 
and a new craft costs between Rs 1.500 to 
Rs 5.000. His ruined craft was worth 
Rs 5,000 rod the net that was lost was 
Rs 2.000. Meanwhile, Mariamma' * tryst with 
doctors, hospitals, medicines, magic men 
and holy shrines resulted in a serious Mate 
of debt. Her husband is today a coolie in 
a boat. Mariamma could not look after her 
younger daughter as the young nurse had 
asked. She had to run up and down the 
marten to feed her family rod stopped 
I rotating. Her baby daughter was neglected 
and had a chronic bout of dysentery. She 
died when she was II months. Finally, 
Mariamma buried her elder son when he was 
round seven years old. 

There it a dear economic Mtd oootopicol 
advance* bride* feiocribaKflUiitineil* 
scale fisheries at compand with the big ffcrii 
industry. The amall-acale sector is well 
adapted to the t ro pi ca l ‘■p****- eooeyatam 
and local fishing comnaftitiet frequently 


pos t a l bufiMn amefttafamt and rales for 

over-fishing. 

The e cological wisdom of the traditional 
fishermen has always b een very good, says 
John Kurien, social scientist from Trivan¬ 
drum mentioning in old saying "never touch 
a shod to the left of the boat", thereby sa v ing 
it from extinction. In contrast over-fishsag 
among trawlers is quite frequent; they destroy 
the ocean floor in the effort to aquetae out 
the shrimps with botto m trawling. Large- 
scale operators can sell out of one sector of 
operations rod reinvest in another with a 
minimum of personal sacrifice. For the small- 
mtc fishenmea ttare is no, sodh option nd 
that is one important reason why he prefers 
sustainable d e ve lopment of fisheries. 

The problem today in fisheries is not 
unique, ft it similar to other resource-use 
patterns in society where the powerful 
appropriate the resources traditionally used 
by the artisanal sector. However, the Marne 
for depleting resources is con vesneadypa—d 
on iodic poor as their sh eer an h cn ft ig l— 
the authorities. India cannot ignore the fret 
that the employment generated in the large- 
scale fishing operations it only 100 of tmall- 
scale fishing for every crore of i n ve s tment 
Even the fish catch compared to the fhd 
consumed by (he big fleets is one-fifth less 
than in the small-scale fishing sector. 

The conflict between the small rod the 
powerful in the fishing industry is not jam 
a metier of resource conservation, economics 
or legislation It is a socio-political pro bl em 
dealing with the ultimate survival of fis hing 
communities and th em anymM a —of people 
they rep r es e n t 

The stress of India on exports is pushing 
tbc flow of protein from the needy to peopts 
who can provide the foreign exc ha ng e. The 
supplies of fisheries re sources for the poor 
are reduced further beesu sr thr—ritet syslem 
tends to move fish towards those with higher 
incomes. Most of the fish in hnemntiantl 
trade goes to more highly developed 
countries. "Of the fish that is consumed 
directly, most goes to people who alr eady 
have enough food. Only a retrovety small 
share goes to those who am as risk of 
under mari tion". says George Kent oTHawai 
Uni verity potato^ on the fan tfaM peopte 
in developed countries conwme note te 
four timet as much fish as consumed in 
developing countries. 

Fish cansxx he replaced by saytttag efra 
m the nutritional prog ra mme for die poor. 
F&sh resources are acU ditribeed afi ovar 
the world and so fishery products an 
geographically w ith ia the reach of moat 
consumers. Given the good nutrient 
properties of fish, its widtapeaodtmnbhdlty 
means that it htetberter potential fbrnMting 
special marieat naada than odmr nafofom 
dfrtrifaution systems, inch as vftanrin pHs 
nr ftriifflntl funds niin. a rifrUrslj s—II 
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addag a few grammes of fish protein to s 
cereal-based diet, greatly enhances the 
nutritional quality of the cereal protein. 

The g ov er nm ent ha» to demarcate the arena 
of tmali fiahennen and industrial fisheries 
very clearly. Malnutrition problems can in 
no way be solved except by providing fish 
at prices which the poor can afford. This cm 
be done by the small-scale fisheries sector 
who have the capacity lo keep their overhead 
coats low, provided they do not have to 
compete with hawlers. Any good fisheries 
programme should be able to pass five major 
tests as devised by Gal hung contributing 
more protein to the most needy, leading to 
better standard of living for fishermen, 
contributing to more egalitarian social 
structures, strengthening the ecological 
balance and protect aquatic life. 

Togi ve the fisherfolk a hope for the future, 
it must be remembered that the crux of the 
fisheries policy is their welfare and not the 
short-term maximisation of foreign 
exchange; to protect aquatic life and the life 
of the fisherfolk. instead of short-term 
appeasement measures, which in some cases 
actually create cleavages between the better- 
off fishermen and their less privileged 
brethren, a clean break with the past is 
imperative, and a new beginning. 

To fight for their right for existence the 
traditional fisherfolk had organised a 
nationwide fisheries bandh on February 4, 
1994. No fishing vessel ventured into die 
sea and the whole sale and retail markets 
remained closed. In June 1994, the 
representatives from the nine coastal states 
met'-in Kochi and formed the National 
fisheries Action Committee against joint 
ventures under the chairmanship of Thomas 
Kocherry. The Committee has demanded 
‘cancelIstion of all licences issued to joint 
venture*. As per the decision taken by the 
co mmitt e e , July 20 was observed as Black 
Day in afi the coastal states. The committee 
had decided to launch an indefinite all-India 
fisheries strike from November 23, 1994. 
Foreign fishing vessels were not permitted 
to come to the pons for refuelling. 

In their memorandum addressed to the 
prime minister, the National fisheries Action 
Committee has given a dear statement of 
their opposition against the new deep sea 
fishing policy. Their reasons are the 
following; The policy is destructive since it 
would mean loss ofcootroi over the nation's 
resources. The government will have no way 
of knowing the size and the nature of the 
catch and catchvalues.il will be thus difficult 
to monitor the depletion of marine resources. 
The foreign vessels are likely to overfull 
and a large number of species will be wiped 
out. Moreover, since foreign fleets have 
highly specialised technology, the skilled 
jobs will bfc occupied by foreigners. Only 
t lew menial tasks like those of a deck-hand 
and cook will be available for India labour. 
There will be no need for shore-baaed jobs 


since processing, grating *4 packaging of 
products will be done on board the ship. 

Since these fishing activities are 100 per 
cent export-oriented, the Indian people will 
be denied fish for domestic consumption. 
Fish pro vide 29 per cent of the animal protein 
eaten in Asia. Pressure from foreign fleets 
and export-driven policies will mean that 
even as the catch increases, there is lesser 
supply of fish for domestic consumption. 
Many varieties of fish included in the Indian 
diets are exported to make fish meal and 
animal feed. There me now cases of Vitamin 
A deficiency even among children in fishing 
villages. This problem would not have 
occurred if fish was available for domestic 
consumption. 

The National Fish workers’ Forum has 
therefore urged the govemmentto reconsider 


tadeep set fMting p o H qy. They are la favour 
of a new policy which would give more 
importance to the small-scale fishermen for 
die harvesting of the deep sea resource*. 
Incentives in the form of subsidies and credit 
should be provided for the fishermen. The 
gover nm ent should also ensure supply of 
fish for domestic consumption. AH round 
efforts should be taken to maintain 
India’s marine wealth at sustainable 
levels. Overfishing should be avoided 
and there should be no depletion of our 
marine resources. Will the government 
pay heed to the just demands of the 
fuhermen?It there hope for our seas? Should 
we wait till things become unmanageable 
and then pronounce that it it now necessary 
to have a total ban on all fishing for some 
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The Centre for Science and Environment an 
established research institute Is now 
developing its library and information services 
unit into a more vibrant outreach centre. 

The Centre needs to augment Its 
senior team to manage this unit 

ASSOCIATE DIRECTOR 

(INFORMATION SERVICES) 

Will be overall incharge of the development and 
management of the environmental resources 
unit; must be a professional in information 
sciences; have at least 5 years experience in 
senior position combining administrative as well 
as documentation skills. Candidates with expo¬ 
sure to electronic mail, and in dissemination of 
information services will be given preference. 

DOCUMENTATION COORDINATOR 

Must also be a professional in information 
sciences with at least 3 years experience in senior 
position. 

DOCUMENTATION COORDINATOR 
(AUDIO VISUAL RESOURCES) 

Will be inchargj of development and manage¬ 
ment of the audio-visual resources; slides, 
photographs, video etc. Candidates with experi¬ 
ence with mufti-media documentation will be 
given preference. 

Salaries and benefits will match the best in 
industry. Apply with full details to; 

Deputy Director, 

Centre for Science end Environment 
41, Tughlakabed Institutional Area, 

New Delhi -110 062. 
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China’s TVyst with Globalisation 

NirmaJ Kumar Chandra 

This paper attempts to show how, rejecting neoliberal diagnoses on many occasions, China has created a transitional 
economic system that combines in a most original way seemingly contradictory elements of central and local planning, 
the domestic market and a relatively small window looking out into the world outside. If the mix was very much of their 
own concoction, the Chinese have learnt copiously from their own past andfrom the USSR as well as their own neighbours 
such as Japan. South Korea and Taiwan. The author's objective is not so much to chronicle the story, but to look for policy 
recipes for others, both developed and developing countries, underscoring the counter-productive nature of the neoliberal 
dogma. 


CHINA is the latest,yin de siecle economic 
miracle from east Asia to have dazzled the 
world. Between 1965 and 1990 her national 
income (net material product) at constant 
1985 prices increased six-fold. In 1980-92 
the per capita GNP galloped at 7.6 per cent 
per annum, surpassed only by South Korea’s 
8.5 per cent. China”s export in $ billion 
jumped from 2.6 in 1965 to 91.8 in 1993. 
while imports soared from 2.1 to 104 over 
the same period. The object of this essay 
is not so much to chronicle the story, as 
to look for policy recipes for others. 
However, policies at one point of time 
cannot be examined in isolation from what 
happened before, unless one is a faithful 
member of the neoliberal fraternity for 
whom there is only one standard set of 
prescriptions to cure all ailments 
irrespective of historical time and 
geographic space. On several occasions in 
the following pages I take issue with 
nfeoliberal diagnoses on China, showing 
why these were rejected, and in the process 
was created a transitional economic system 
that combines in a most original way 
seemingly contradictory elements of central 
and local planning, the domestic market, 
and a relatively small window looking out 
into the world outside. If the mix was very 
much of their own concoction, the Chinese 
learnt copiously from their own past, and 
from the USSR as well as neighbours like 
Japan. South Korea and Taiwan. 

The paper is divided into two parts. Part 
A scrutinises in some detail the external 
transactions of China since 1982 to the 
present. Section I shows how the country 
has of late become very important for the 
rest of the world in providing opportunities 
for investment, hogging the attention of 
western media. Sections II to VII examine 
at length the components of China's balance 
of payments (BOP), and it is shown that 
China had basically followed a strategy of 
balanced trade, equilibrium in current 
account, and parity between the inflows 
andpilflows of capital. The question of 
capital flight from China is taken up in 
Section VIII. 

Part B of the paper seeks to piece together 
the contours of the transitional economic 
system. After underlining the continuity 
and change between the cultural revolution 


and the present phase of Reform in Section 
IX, current policies in respect of import, 
foreign investment, local enterprises and 
local planning, and central planning and 
state-owned enterprises, are analysed in 
the next four sections; parallels with 
contemporary India are drawn on a number 
of occasions to highlight the contrasts. 
Section XIV explores China's tactics in the 


ongoing negotiations on her entry into the 
GATT. 

The concluding section begins by noting 
the dark clouds looming over the horizon 
which may erupt in a social turmoil. Finally. 
1 draw a few lessons from China’s experience, 
for both de velopi ng and developed countries, 
underscoring the counter-productive nature 
of the neoliberai dogma. 


PART A: EXTERNAL TRANSACTIONS 
I 

Lure of China 


That China has been importing capital 
on a large scale since the early 80s is a story 
familiar to all. Data from the world bank's 
World Development Report (WDR) 1994 
are reproduced in Table 1. The absolute 
size of China's total debt in 1992 was 
smaller than that of a number of countries 
including India, but the increase in 1980- 
92 by nearly $ 65 billion overshadows that 
for every other country barring Russia, 
which is aspecial case insofar as it inherited 
all debts and assets of the erstwhile Soviet 
Union. As for long-term debts, the 
outstandings at the end of 1992 were again 
somewhat lower in China than in a number 
of others, but the rise over 1980-92 is ihc 
highest, leaving aside Russia. 

Turning to aggregate resource inflows in 
1992, including grants, loans and foreign 
direct investment (FDD, China occupies the 
pre-eminent position (Table I A). As much 
as $ 22.6 billion were pumped into China, 
or 50 per cent more than into Russia, over 
100 percent vis-a-vis Mexico (in anticipation 
of the NAFTA), and so on. China’s share 
in the total inflow into all non-OECD 
countries (S 139.4 billion) was about one- 
sixth. In respect of FDI, China dwprfed 
everyoneelsebyabiggermargin:with* 11.2 
billion coming in, she was way ahead of 
Mexico, Argentina and Thailand, and 
accounted for nearly 28 per cent of the total 
for non-OECD countries. 

During 1993 the inflow into China shot 
up to dizzier heights. According to the 
Chinese minister of planning ( Beijing 
Review, April II, 1994), ’foreign capital 
used’ jumped to $ 36.8 billion, or a 91.5 
per cent increase over the previous year. 
The implicit figure for 1992 in $ 19.2 


billion which is less than that in Table IA 
by S 3.4 billion, suggesting a lack of full 
compatibility between the two sources. But 
the underlying trend is unmistakable. FDI 
into China amounted in $ billion to 25.8 
in 1993 and 11.2 in 1992, according to the 
Chinese estimates; the latter coincides with 
the figure in Table 1 A. While data for other 
countries are awaited, there is little doubt 
that China accounted for much larger shares 
in 1993 over those in 1992. of both 
aggregate resource inflow and FDI. 

According to a Chinese olluial. actual 
FDI during the first half of 1994 was 5 14.7 
billion or S5 per cent above that in 1993. 
but 'foreign investment contracted' was S 44 
billion or down by 25 per cent. The fall was 
attributed mainly to the real estate sector 
accounting for 38 per cent of the 1993 
contracts. Of late, the government disallowed 
tax-free import of cars by joint ventures (up 
to 10 per cent in some regions) which had 
no foreign capital ai all (Reuter report in 
Business Standard, August 8. 1994). In 
some special Economic Zones, according to 
The Economist (August 6. 1994. p 57). one 
could earlier pledge just S 3,00.000. deliver 
a bare 5 per cent of this sum. and import 
duty-free cars. One joint venture in printing 
brought in equipment worth S 50.000. but 
declared its value at S 2.5 million. Besides, 
'a good part’ of inward FDI was really from 
domestic investors who persuaded officials 
to attribute it to various Hong Kong holding 
companies (see below). Hence the fall in the 
value of contracts may not signify much. 
The latest figures show FDI in January- 
September 1994 at $ 22.7 billion, or 49 per 
cent above that in the corresponding months 
last year. China is already the world's 
second-most important destination of FDI. 
eclipsed by the US with S 32 billion in 
1993; soon China is expected to emerge 




Economic and Polltteafweekly January 28, 1995 



at the top (Reuter report In 7 ite Economic 
Times, November 28. 1994. p 2). 

One way of assessing the importance of 
FDt it to compare the annual inflow to grots 
fixed capital formation (GFCF) in the 
country. This percentage, according to the 
UNCTAD’t World Investment Report 1994 
(Annex Table 5), was insignificant during 

1981- 83, averaged 2.1 during 1986-90. and 
HMeto3.l in 1991.The same Report (Annex 
Table 3) also indicated the stock of FDI at 
S 29.7 billion at end-1992. As shown later, 
estimating the stock from the cumulative 
inflows into China is apt to be misleading: 
so is the ratio of inward FDI to GFCF for 
China. It would be equally wrong to infer 
that ‘foreign’ saving through FDI contributed 
3.1 per cent of total savings in the early 
1990s: for. China’s outward FDI was also 
very large, and the net forign contribution 
was probably negligible, if at all positive. 
Despile this caveat there is no gainsaying 
the fact that inward FDI plays a major role 
in China from a qualitative rather than a 
quantitative perspective. 

II 

BOP and Reserves 

If a country is a net importer of capital 
over a period, accounting rules suggest that 
it should have: la) a deficit in Ihc current 
account of the BOP. usually with a trade 
deficit as well, and (b) a surplus in the capital 
account to neutralise the last. Thccumulative 
totals, as shown in Table 2. tell a different 
story. In presenting the data, I have used (he 
sub-periods. 1982-84, 1985-89. and 1990- 
92. taking into account the signs of the 
current account balance; the latter was 
consistently positive for each of the years 
during the first and the last sub-periods 
Except for a small surplus in 1987. there was 
a deficit in all other years during 1985-89. 
The trade deficit over the whole period. 

1982- 92, amounted to just $ 5.5 billion, 
while the current account, inclusive of 
unrequited iramfen' of$5.3billion.showed 
a surplus oft 18.2 billion; during 1990-92 
the current account surplus was astonishingly 
high at S 31.7 billion. Evidently, the trade 
balance is less reliable than the current 
account balance in assessing the 'need' for 
foreign capital inflows. Thus a developing 
country with substantial inflows from tourism 
or migrant workers remitting a part of their 
comings abroad, can live with trade deficits 
without getting into the external debt-trap. 

What does the capital account in Table 2 
show? Excluding foreign exchange reserves 
(Reservea), (he capital account was positive 
at almost $ 44 billion in 1982-92; including 
Reserves, the surplus dwindles to a mere $ 
4 2 billion, as the former went up by S 39.7 
billion. The major (net) capital Inflow look 
Pace in 1985-89 when the current account 
had a massive daflcit of S 26.3 Wilkin, the 


capital account, excluding Reserves, had a 
surplus of 5 31.8 billion, and Reserves went 
up by S 2.2 billion; these appear to be quite 
plausible. A dramatic change took place in 
the three years. 1990-92. when the 
corresponding figures tn $ billion were all 
positive at 31.7, 11 and 24.5 respectively. 
Thus in this Iasi tnennium China had an 
exceptionally large current account surplus, 
a moderate one in respect of capital account 
(less Reserves), and a huge build-up in 
Reserves. In fact, the Reserves stood at nearly 
$ 44 billion a! (he end of 1991. and were 
run down by only S 2.1 billion during 1992. 
Actually, from July 1992 the foreign 
exchange holdings of the Bank of China 
were no longer considered part of the 
Reserves which dropped to just S 20,6 billion 
at the end of the year (IFS Yearbook 1993). 
It can be estimated that in 1991 the reserves 
with (he central bank. People’s Bank of 
China, were S 22.7 <= 20.6 + 2.1) billion, 
and hence those of the Bank of China total led 
S 21 (= 43.7 - 22.7) billion. 

What happened to the assets of the Bank 
of China? Obviously, these funds have been 
deployed abroad. Once these were taken out 
of (he Reserves, the BOP should have 
reflected acorrespondmg increase in China's 
foreign assets on some other head in 1992; 
but it does not . Apparently, this enormous 
sum was simply taken out of the sight of 
all but the Chinese authorities. But not for 
the US Treasury which still puts China's 
current Reserves at S 49.9 billion. As 
expected, the Chinese authorities have 
dismissed the claim, and stick to the lower 
figure cited earlier (Brijinf Review, August 
22. 1994. p 5). A glance at the Reserves 
of different countries shows that only 
Germany, US. Japan and probably Taiwan, 
held larger sums than China in 1991. and 
the same would be true for 1992 if the latter’s 
'hidden assets’ were reckoned with UFS. 
November 1993). 

Three furtherpoi nts may be raxed. Firstly, 
over 20 per cent of Hong Kong's currency 
notes are actually circulating in south China, 
while a total of aboul US S 6 billion is held 
as deposits in Hong Kong banks by Chinese 
banks, though the Hong Kong Monetary 
Authority does not consider these tunds to 
be controlled by the Chinese government 
[Financial Time x report in Business 
Standard. July 23. 1994). Secondly, the 
Bank of China and i ts affiliate* m the territory 
constitute the second largest banking group 
in Hong Kong; the bank was authorised 
earlier this year to print notes worth HK $ 
3 bit lion, or 4 per cent of the tool in dreutataon 
(Beijinf Review, May 9.1994. p 6). Thirdly. 
China's Reserves are likely to go up 
substantially once Hong Kong ceases to be 
aBrittshcofamy.Thefis cal snrp itt s. accordi ng 
to Hong Kong ibudgd fo re ca st, will smouw 

toHKS 141 bittim In Msacb 1998, while 
land sales wifi add another HKS 128 Whoa; 


or a total of about US S 37 billion will accrue 
to China [PEER, March 17. 1994, p 18). 

While I have so far utilised the BOP 
current account data, the US gov ern m en t 
believes that the export figure of 5 69.6 
billion for 1992 understates the ‘true’ 
magnitude.esti mated from partner countries' 
imports, by as much as S 9 billion or by 
nearly 13 per cent (Reuter report. Business 
Standard, July 23. 1994). As argued laser, 
this may not be the appropriate procedure 
for China. 

Ill 

Loan Capital 

To what extent does the BOP capital 
account explain the rise in China's long¬ 
term external debt as estimated by the Worid 
Bank and shown tn Table 3? The debts 
increased between 1981 and 1992-by $527 
billion. Regarding the capital account of the 
BOP (Table 2). I consider the fat lowing 
long-term debt inflows: drawings aad 
repayments on other loans received by 
resident official sector(65 and66); drawings 
and repayments on other loans received from 
deposit money banks (74 and 75); thawings 
and repayments in respect of suppliers’credit 
obtained by China (81 and 82): and portfolio 
investments (53 and $8). The figures in 
parentheses refer to the IMF code or line 
number*. For different periods these BOP 
totals (in $ million) are compared to the 
World Bank estimate of long-term debt 


flows as follows. 


BOP 

World Bank Difference 




(1-2) 


m 

(2) 

0) 

1982-84 

2.560 

905 

tj655 

1985-89 

26.028 

30.864 

-4.836 

1990-92 

4.973 

21.432 

-IMS* 

1982-92 

33.561 

53.20) 

-19.640 


The average annual gap between the two 
estimates was moderate at $ 350 nuflion in 
1982-84, turned negative at almost $ \ bilbon 
in 1985-89, and rose steeply u>$ 5.3 bathon 
in 1990-92. What docs the gap represent far 
the years since 1985? The BOP dMa on loams 
received by the official secior have 
corresponding entries on official lows 
extended by China; similarly, those os 
suppliers' credit from abroad are matched 
by export credit from Quia. I suspect that 
figures on long-term banking capital do not 
c o rrespo n d to the common sense m ea nm g 
of the items, and may include transaaiont 
of banks owned by China, but incorporated 
abroad, etpectafiy in Hong Kong. Loans 
fron bank branches tn the mainland so the 
head offices in Hong Kong would appear 
with v negative ugnm the espial sccohm. 
and could hence he mi off ag*M loam 
re ceived b y China Rosa fwclgt b ubs b as e d 
in OBCD countries Only the taner. but are 
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the former, are reported in the World Debt 
Tables ( WDD or in the publications of the 
Bank for International Settlement (BIS) and 
the OECD. This is admittedly a crude guess, 
and the exact mechanism may be quite 
different. 

If one is to trust both the World Bank debt 
statistics and the Chinese BOP, the gap can 
only represent the ‘hidden’ long-term foreign 
assets built up by China, totalling nearly 
$ 20 billion during 1982-92; the over¬ 
whelming bulk of the outflow took place in 
1990-92. 

Long-term loans extended (net of 
repayment) by China are shown in rows 
(4ai) of Table 2. The net outflows on these 
heads in $ billion were 1.4 in 1982-84. 2.1 
in 1985-89,3.5 in 1990-92, and 7 in 1982- 
94. Thus in respect of long-term loans, against 
China's liabilities at the end of 1992 of 
$ 58.5 billion, the assets should have been 
around $ 27 billion, i e the sum of ’hidden' 
outflows and the declared volume of net 
loans to foreign countries. 

Regarding short-term capital, the World 
Bank reports China’s debt at nil for the years 
up to 1982. which rises in $ billion to 5.6 
in 1984. 6.9 in 1989. and 10.8 in 1992; 
baiTing a couple of years, there is a moderate, 
but steady, increase over the period. From 
the BOP figures in Table 2. it is not possible 
to unscramble the inflows as recorded by the 
World Bank, from the outflows; the overall 
net outflows in $ billion weir 2.1 in 1982- 
84. 1.3 in 1985-89, and 3.7 in 1990-92, 
totalling 7.1 over 1982-92. It follows that 
the cumulative outflow (gross outflow less 
repayments) of short-term capital from China 
was $ 17.9 (=7.1 +10.8) billion, which was 
partly offset by outstanding liabilities to 
foreign-owned banks, etc, to the tune of 
S 10.8 billion at the end of 1992. As with 
long-term capital, most of the short-term 
outflows were concentrated in 1990-92. 

Combining the long- and short-term 
outflows in the form of loans, ‘hidden’ or 
otherwise,China's foreign assets under these 
two beads amounted to nearly $45 (=27+18) 
billion at the end of 1992. I looked at the 


BIS -OECD estimates of China’s total debt' 
over the years 1983-88; the former exceeded 
the World Bank's by a significant margin. 
Thus in 1988 the former put total debt in 
$ billion at 49.7, including 16.S of short¬ 
term debt; the corresponding World Bank 
estimates were 42.4 and 8.8 respectively. 
The nuyor discrepancy lies in the size of 
short-term debt. Ifthe gap persisted till 1992, 
the higher estimates would imply that China 
had a bigger stock of both foreign assets as 
well as liabilities. If the OECD estimates are 
pre f erred. China’s foreign assets would well 
exceed $ 45 billion in 1992. 

IV 

Investment Incomes 

Next, consider the income flows in the 
current account due to investments, long¬ 
term as well as shon-ierm. but excluding 
inward or outward FDI. The World Bank's 
WDT indicate interest payments by the 
borrowing countries separately for long-term 
debts, IMF charges, and short-term debts. 
But the BOP provides' a different 
classification from which these items cannot 
be segregated; hence only the overall 
investment (non-FDI) income outflows can 
be compared to the World Bank's. 

The BOP outflows were generally smaller 
than the World Bank estimates till 1989. In 
S million the former totalled 1,859 in 1982- 
84,and7.188in 1985-89 against the latter’s 
2,641 and 9,458 respectively. In 1990-92 
the BOP estimate was slightly higher at 
$ 10.8 billion against S 10.3 billion of the 
World Bank. 

What is remarkable is that the inflows of 
income from non-FDI investments in the 
BOP generally exceed the outflows noted 
above, barring, just 4 years, viz, 1986-89. 
If one takes the sub-periods as before, the 
net inflow amounted in $ billion to 2.6 in 
1982-84, 0.25 in 1985-89, 1.9 in 1990-92, 
and 4.7 in 1982-92. If the BOP data on 
outflows were replaced by those of the World 
Bank, there would still be a net inflow in 
$ billion of 1.8 in 1982-84, -2.0 in 1985-89, 


2.7 fat 1990-92. andiS fat 1982-92. to oflter 
wtmh,innwsfoftheintw>^sCWme*mod 
more than the paid out There are very few, 
if any, developing countries in a simitar 
situation, ft implies ekherlhatChina'tforeign 
loan assets have generally exceeded her debts, 
or that the former earned signj-ficantly higher 
rates of return than the latter. 

Neither hypothesis can be dismissed 
lightly. It is evident from the earlier sections 
that a good part of China’s loan assets abroad 
cue’hidden’and another sizeable pan consists 
of funds that are unlikely to have been 
deployed in low-yield but risk-free Treasury 
bills, etc, ofOBCD countries. Assuming that 
all her Reserves of $ 20.6 billion were tied 
up in this way, the latter would constitute 
no more than 20-25 per cent of her total non- 
FDI assets. 

As for China’s own debts, the over¬ 
whelming bulk of these were contracted at 
market rates, the share of concessional 
loans, i e, bilateral development assistance 
and aid from multilateral agencies, in the 
total being rather small. According to the 
World Bank, this percentage rose from 8.3 
to 15.2 during 1983-89. and further to I6.S 
in 1992. It is worth noting that the share 
of ’official’ creditors (i e. inter-govern¬ 
mental and multilateral loans) in the total 
was somewhat higher than that of conces¬ 
sional loans and ranged between 21.1 per 
cent and 24.4 per cent during 1983-89 
(WDT, and WDR, various issues.) Not all 
official loans were on concessional terms. 

The upshot of the discussion is that the 
rates of return on China's loan assets abroad 
could not far exceed those on her own debts. 
Considering that the net income flows on 
this score were generally positive, especially 
since 1990, it is unlikely that China's assets 
were much lower than debts for most of 
the period. 

V 

Inward FDI 

China, as seen before, has the largest inflow 
of FDI. As the BOPinflows are net of capital 


Tabu- I. Debts of Selected Highly Indebted Countries Table I a: Aggregate Net Inflow of Rbsources 

(f milium) (ANIR). incluoino Net Forekin Duett 



Slock of Debt 

_Increment in Debt_ 

- Investmbkt (FDI). Sclictvd Cowrana. 1992 

($ miUUmt 

ANIR ■ FDI 

Total 

1992 

Long-Term 

1992 

Total 

1980-92 

Long-Term 

1980-92 

Argentina 

67,569 

49,079 

40.412 

32JP3 

Argentina 

5.019 

4.179 

Brazil 

121.110 

99,247 

50,098 

41.781 

Brazil 

7,151 

IA54- 

China 

69,321 

58,475 

64,817 

53,971 

Chinn 

22.628 

11.156 

E*yp< 

40.018 

36,425 

19,103 

19,948 

E*yp* 

459 

1979 

India 

76,9*3 

69,226 

56,401 

50,546 

India 

4,460 

151 

Indonesia 

84.3*3 

66,180 

63.441 

48,011 

Indonesia 

7.711 

1,774 

Malaysia 

37,193 

28,975 

7.848 

15,1(0 

Malaysia 

5,297 

4,118 

Mon o 

113,378 

82,894 

56,000 

41,679 

Mexico 

10,309 

5,366 

Poland 

48,521 

43.169 

39,627 

36,575 

Poland 

933 

67* 

Russia 

78,568 

64,703 

76.32* 

62.463 

Russia 

14/401 


Thailand 

39.424 

24.697 

31.127 

19,051 

Thartand 

3,136 

2.116 


Sounr World Hank. Xtmnt: As above 
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repatriation, die cuimitatfwstotal at the e«i biggest manufacturers among ks2dXX>-odd 


of 1992 was S 33.8 bMfon. In 1993 there 
was a quantum jump by $ 23.8 billion, 
signifying a 2.3-fold rise over the 1992 
inflow or a 3? per cent ri*e in the stock in 
the course of the year. China has also a very 
sizeable outflow, totalling 5 9.4 billion in 
1982-92, of which 14 billion went out in 
1992 alone. 

As against the BOP figure, the Chinese 
minister for foreign trade and economic co¬ 
operation put the amount of foreign 
investment at $ 60 billion in eariy 1994 
( FEER . May 2. 1994, p 6). The chief 
economist at the Research Institute of J apan' s 
leading securities firm. Nomura. Chen 
(1994). put an even higher value of about 
$ 75 billion; “since 1979 direct investment 
in China from Hong Kong, including foreign 
investment routed through the territory, has 
amounted to around US 3 30 billion on an 
implementation basis - mote than 60 per 
cent of China’s foreign investment [emphasis 
added]. My presumption is that the Chinese 
minister as well as Chen were not referring 
to FDI in the strict sense, but rather loosely, 
lumping together equity and loan capital for 
the foreign-funded projects; moreover the 
figures just cited may include Chinese 
contribution to the joint ventures. 

The accounting system of China m respect 
of FDI is very different from that of other 
countries. The current account items (IMF 
lino codes 11 and 12)on 'reinvested earnings' 
in the BOP are uniformly blank: those on 
’other direct investment income’ (codes 13 
and 14) are paltry at $ 125 million for 
outflows and $ 73 million far inflows over 
the whole period, 1982-92 Dividend inflows 
in 1990-92 were nil. and Jhe outflows in 
1992 was just S 22 million, i e. a return of 
0.1 per cent on the accumulated stock at the 
end of 1991. None of these figures is 
plausible. It suggests that returns to FDI in 
China take a somewhat ’devious' route, 
which needs a deeper probe. 

The very fact that there is almost an 
avalanche of FDI into China rules out the 
possibility that the profit rules have been 
low. According to one estimate, ’the rate of 
success of corporate ventures’ (defined as 
meeting the original profitability forecasts) 
in Shanghai is 94 per cent, and as many as 
28 ofthe 100 largest global firms are carrying 
on business in that city. A survey by the US 
China Business Council found that 46 per 
cent of American businesses in the whole 
country earned higher than expected proflu 
against a mere 7 per cent that were 
disappointed (FEER. June 23.1994, p 53). 

How were the proflu repatriated? in the 
absence of disclosure by the Chinese 
authorities or foreign investors, one can only 
make informed guesses. In his context, one 
may refer to two recent reports, (a) A1993- 
*urvey by the Federation of Hong Kong 
Industries which counts someof the colony's 


members, found that despite rampant 
corruption and chaos in China’s regulatory 
framework. 90 per cent of its member 
companies put up factories in Guangdong 
province with an investment of % 2.2 billion, 
and a workforce of 7.25,000. The report 
adds, “Hong Kong's cumulative investment 
in Guangdong totals US S17 billion or about 
80 per cent of all foreign investment there’’ 
(FEER. September 23. 1993. p 78). (b) 
According to another report, out of 7.000 
joint ventures in Guangdong, many exist 
only on paper: the same owners simply form 
new companies every time the two-year tax 
holiday runs out" (FEER, November 25, 
1993, p 52). 

As for (a), what was the value of net 
investments by the Hong Kong companies - 
S 2.2 billion or S 17 billion? The implicit 
value of investment per worker would be 
either $ 3,034 or $ 23.448. According to 
Lardy (1992), the mean capital per worker 
in (he five export sectors of China, viz. 
apparels, textiles, miscellaneous manu¬ 
factures. telecommunication and sound 
recording equipment, amounted to 13,991 
yuanintheeariy 1990s; converted into dollars 
at the prevailing exchange rate. Lardy's 
estimate gives credence to the lower figure 
on Hong Kong's investment in Guangdong. 

It follow* that although inward FDI in the 
BOP (Tabic 2) or WDR is presented as ‘net 


inflow’, it would be misleading to consider 
the cumulative inflows over the yean aa the 
end-period stock. After all. the Hong Kong 
firms just cited accounted for more than one- 
half of the cumulative inflow of 5 33,8 
billion into the whole of China till 1992. One 
reason behind the liquidation of ‘old’ FDI. 
which is never reflected in the BOP. is cited 
in (b) above. 

Certain other practices reinforce this 
conjecture. Many foreign companies in China 
have complained about the fuzzy regulations 
to discourage profit repatriation. Further; 
Japanese firms which greatly expanded their 
investment in China from under$400million 
in I5>9I to over S 1.000 million in 1993. 
reported that they faced demand for ‘foreign 
exchange balance’ from the Chinese side 
(FEER. September 9. 1993. p 46). 

I guess that the (implicit) income flows 
related to FDI are incorporated in 
merchandise trade figures with tacit support 
from the Chinese authorities. Indeed, foreign 
ventures, wholly or partly owned by 
foreigner, account for a significant and 
increasing part of China's overall trade. 
According to Kueh (15)92). the three types 
of ’sanzi'. viz. equity and contractual join 
ventures, and wholly foregn-owned firms, 
had combined percentage shares of 5.2.9.2. 
12.6 and 16.8 in China's tool exports from 
1988 to 1991; the corresponding figures for 
import were 14.3. 19.7. 23.6 and 26.6. 


Taste 2: China's Balance or Paywfvtv 1982-92 

(Ssdflfoa) 



1982-84 

1985-89 

1990-92 

19*2-92 

1 Current A K 

1)380 

-27916 

29410 

12174 

1 Trade balance 

6253 

-.34859 

23091 

-5515 

a Exports, fob 

63737 

169872 

180006 

4IS6I5 

b Imports, fob 

-594*4 

-2047.31 

-156915 

-421130 

2 Investment income: net 

2609 

230 

1856 

4695 

a Receipts* 

4469 

7464 

12694 

24627 

b Payments* 

-I860 

-72.34 

-10838 

-19932 

3 Other invisibles: net 

2520 

671.3 

4463 

1)696 

4 Transfers 

1439 

1646 

Z260 

5345 

II Capital VC 

1097 

.31772 

11037 

43906 

1 FDI; outward 

-271 

-3354 

-5743 

-9368 

2 FDI: inward 

2H3 

124.35 

19009 

3)767 

3 Portfolio* 

144 

6.342 

-63 

6423 

a Public sector hoods 

0 

142.3 

-1021 

402 

b Other bonds 

144 

4919 

958 

6021 

4 Long-term capital 





a Offlceacct.net 

1073 

14258 

1880 

17211 

i Net loam given* 

-1163 

-658 

-.3515 

-51.36 

ti Net loans taken' 

2236 

14916 

5395 

22547 

b Banka 1 

-468 

403.3 

-1683 

1882 

c Other sectors* 

387 

-687 

1379 

1079 

3 Short-aeon capital 





a Official sect 

-857 

713 

25 

-II* 

b Banks 

12 

-699 

2.37 

-450 

c Other sectors 

-1145 

-1269 

"40* 

-6518 

III Reserves 

-12969 

-2190 

-24524 

-39683 

IV EandO 

-947 

-3312 

-18183 

-22442 


NmtK a IMP codes, 13.13.17 mi 19. b Code* 14,16,1 ft. and 2D. c Codes 3-10 27. 26. 31 and St 
d tee die Mai: e Cadre 62 asri 63; f Codes 66 and 67: gCodea 74 and 75: h Cades 77.7ft. II 

and 81 


Smart: IMP, Raima* ef hty m tau Y tm ib rn i. various hares. 


i 

Sgoflodifr read MMcJ^Wgakiy Jasmary 3K1993 

a „ •- • ‘ * 



respectively. Lardy's (1992) ubleon exports 
through joint ventures tells a similar story; 
the value in $ billion rose 1.2 in 1987, to 
4.9in 1989, and 12.1 in 1991, the percentage 
vis-a-vis total expoti (Table 2) being 3.4. 
11.3 and 20.5 in the same years. Ash and 
Kueh (1993, p 725) have shown that total 
export from Guangdong province increased 
in $ billion from 8.2 in 1989 to 13.7 in 1991, 
the percentage shares of FDI-related export 
being 36 and 45. respectively; the 
corresponding totals for import were 4.8 and 
8.5, with the percentage shares at 40 and 
53, respectively. 

Furthermore, decisions on export, import. 
FDI. etc. are highly decentralised in China; 
the power of the central authorities may well 
be weaker than in most countries. Not 
individual enterprises, state-owned or private. 
but rather local authorities from the provinces 
down to the townships have acquired 
enormous power of late (Section X11 below). 

I visualise the scenario as follows. In the 
export of textiles, garments and a host of 
light engineering products, overseas Chinese 
firms play a major role. Consider a Hong 
Kong capitalist entering into 'co-production’ 
or ‘joint venture' with a Chinese partner 
over a finite period; the equipment are 
imported into China as inward FDI in the 
capital account, and merchandise import in 
the current account, but the agreement does 
not typically provide for capital repatriation 
at the end of the contract period. The Hong 
Kong capitalist could realise profits by 
overcharging for the machinery supplied to 


the joint venture, and under-invoicing 
exports. In the early 1980a. many joint 
ventures had a life-span of 10 years with no 
provision for automatic renewal ( FEER , 
September I, 1994. p 53). Out of a total of 
145 Taiwanese investment in Xiamen 
province in 1988-89. Luo and Howe (1993, 
p 757) found that 'life terms' of FDI ranged 
from 10-19 years for 45 firms, 20-29 years 
for 35 firms and over 30 years for 45 firms. 
The average term was shorter in the earlier 
period. Further, some 60 per cent of China’s 
export to the US is routed through Hong 
Kong (FEER. March 17. 1994, p 18), 
enabling Hong Kong businessmen to add on 
a profit margin. 

What about other types of joint ventures 
of a long-term nature? so long as these are 
engaged in expop, profits can be earned as 
before through appropriate pricing of the 
initial import of goods and recurrent exports. 
The scenario should be no different for 
import-substitution activities, e g. foreign 
firms in soft drinks, automobiles, steel, etc. 
Since these firms typically import raw 
materials and/or components from year to 
year, the authorities may allow them to 
overcharge in lieu of profits for their 
operations within China; or. they may be 
compelled to cam their profit through 
counter-trade. 

If the story just painted broadly conforms 
to the Chinese reality, then there is no need 
for separate BOP entries on dividend outflow 
and reinvested earnings. Does it also imply 
that the BOP values of export (import) 


signifkawty understate (overstate) the'«8l’ 
values, in the sense that the same goods 
would fetch (cost) much more (less) if trade 
took place with unrelated firms from abroad? 
Apparently, that is the case; the extent of 
distortion is measured in some studies by 
examining trade data from partner countries, 
as noted below. But then Chinese firms may 
have lacked access to OECD markets; without 
a margin for. say. the Hong Kong partners, 
such exports may not have taken place at 
ail. As for ’overvalued’ imports, the loss on 
this score have to be balanced against the 
alternative of dividend outflow and capital 
repatriation. The desirability or otherwise of 
the current practice from China’s standpoint 
can hardly be established in the absence of 
more information which may never be 
available. If one recalls that FDI indeveloping 
countries generally lead to a huge drain of 
resources, the merits of the Chinese systen 
is all too apparent, especially in the contex 
of decentralised decision-making. Since : 
foreign exchange balance is stipulated foi 
each project, it obviates the need foi 
cumbersome monitoring by Beijing o; 
repatriation of dividend or capital. It is no 
surprising that foreign investors and theii 
home governments are voluble critics of thif 
stipulation. 

VI 

Outward FDI 

On the other hand, the actual stock ol 
Chinese FDI abroad may well exceed by i 


Table 2a. China's Annual Balance of Payments. 1982-92 


(S milium. 



1982 

1983 

1984 

1985 

1986 

1987 

1988 

1989 

1990 

1991 

1992 

1 Current A/C 

5822 

4487 

2509 

-11417 

-7034 

300 

-3802 

-4317 

11997 

13272 

6401 

1 Trade balance 

4249 

1989 

14 

-1.3123 

-9140 

-1661 

-5315 

-5620 

9165 

874.3 

5183 

a Exports, fob 

211X5 

20707 

23905 

25108 

X5756 

34734 

41054 

43220 

51519 

58919 

69568 

b Imports, fob 

-16876 

-18717 

-23891 

-382.31 

-.34896 

-.36.395 

-46369 

-48840 

-42354 

-50176 

-64385 

2 Investment income: net 

255 

1017 

1338 

708 

-59 

-161 

-301 

4.3 

9X3 

771 

162 

a Receipts 

1054 

1466 

1950 

1517 

1116 

1180 

1606 

2045 

.3124 

3834 

5736 

b Payments 

-799 

-449 

-612 

-809 

-1175 

-1341 

-1907 

-2002 

-2201 

-3063 

-5574 

3 Other invisibles: net 

836 

968 

716 

755 

1786 

1898 

1395 

879 

16.35 

2927 

-99 

4 Transfers 

486 

Slf 

442 

24.3 

379 

224 

419 

.381 

274 

831 

1155 

n Capital A/C 

209 

650 

239 

8971 

5944 

6001 

7133 

372.3 

3255 

8032 

-250 

1 FDI. outward 

-4000 

-44 

-93 

-134 

-629 

-450 

-645 

-850 

-780 

-830 

-913 

2 FDI: inward 

429 

636 

1258 

1659 

1875 

XI14 

3194 

.3393 

3487 

4366 

1115b 

3 Portfolio 

41 

20 

83 

3027 

1568 

1051 

876 

-180 

-241 

175 

-57 

a Public sector bonds 

0 


0 

2263 

-40 

-140 

-340 

-320 

-241 

-330 

-450 

b Other bonds: liab 

41 

20 

83 

764 

1608 

1191 

1216 

140 

0 

565 

393 

4 Long-term capital 
a office sect net 

41 

398 

634 

1115 

4090 

a 

1309 

3166 

4578 

3013 

22.36 

-3369 

i Net loons given 

-473 

-388 

-302 

-104 

145 

151 

-729 

-121 

-116 

-48 

-3351 

ii Net loans token 

513 

786 

; 937 

1219 

3945 

1158 

, 3895 

4699 

■ 3129 

• 2284 

1 -If 

b Bantu 

-546 

32 

1 46 

2171 

1605 

1665 

671 

-2079 

447 

* 1097 

-3227 

c Other sectors 

487 

179 

-279 

-642 

-449 

95 

0 

.309 

577 

649 

153 

S Short-term capital 
i Official sect 

-162 

-220 

-475 

68 

509 

-112 

198 

50 

-115 

0 

|44l 

h Hanks 

44 

-24 

-8 

2517 

-3290 

219 

437 

-582 

-2762 

558 

2441 

c tHhcr sectors 

-82 

-278 

-886 

-315 

486 

105 

-559 

-986 

-321 

-196 

-3487 

III Reserves 

-6325 

-47*7 

-1857 

2440 

2408 

-4783 

-X374 

479 

-12047 

-14537 

20MI 

IV EandO 

294 

-350 

-891 

6 

-958 

-1518 

-957 

115 

-.7305 

-6767 

-8211 


Sounei und expUinuutm\ See Tabic 2 
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big nur^nthe eumulan veoucfiowi revoked 
by the BOP , The chief economist ofJapan's 
Nomura Research Institute, Chen <1994) 
estimated China's ‘exiiting direct 
investment' in Hong Kong at $ 20 billion 
at theendof 1993 or double (he level reached 
three yean earlier. According to Merril 
Lynch, another leading investment banker 
from the US. six Chinese firms that got listed 
at the Hong Kong Stock Exchange (SB), had 
a market capitalisation oi about $ 2.2 trillion 
at end-1993; 22 pipeline cases may raise a 
further S 6 billion from the market. Among 
the backdoor listings (below) the most 
important was CITIC Pacific with a 1993 
turnover of S 2.4 billion I'The 1994 Guide 
to World Markets', Eurnmoney. June 1994, 
pp45-47). According to another recent study 
by Edward Chen of Hong Kndg University. 
Chinese investments in Hong Kong “was 
more or less the same as that of Hong Kong 
investment in China. The British colony 
accounts for 65 per cent of total [foreign] 
investment in China” (Reuter report in The 
Economic Tunes. October 28. 1994. p 2). 

Themodnj o/ierandi of Chinese enterprises 
raising tunds through the Hong Kong SE 
since October 1992 when nine of them were 
first listed, w described in an interesting 
report by Sender iFEEK .February 10.1994. 
p 50). Out of the nine, in early 1994 six 
shares were traded at a substantial premium 
over the initial issue price. Hong Kong has 
become the world's sixth largest exchange 
(hanks partly to inflows of overseas orders", 
according to the SE’s chiel executive. 
Investors, however, lace a risk. Disputes 
may arise when the "issuers come from a 
country that has no capitalist law and list 
in a place with a well-defined legal structure". 
Who exactly is the 'stale' when it comes to 
the majority ol newly created joint 
companies? One legal expert in Hong Kong 
confessed ignorance about 'who actually 
controls' the shares in China. The problem 
is compounded by the fact that relatively 
dormant 'shell companies' listed in the SE, 
are bought up by Chinese firms who thus 
gain backdoor entry into the SE. At the same 
time, there was widespread insider trading. 
Thus, for no apparent reason, the share pnee 
ol Conic Investment shares soared 1.6 times 
on February 9. 1994 to a little over HK S 
I. on April 28, against the prevailing market 
price of HK S 2.70, China Aerospace offered 
just HK S 1.4 per share, acquired the Shell 
company, and in the next couple of weeks 
us price shot up to a peak of HK $ 7, Hong 
Kong regulators suspect that managers of 
mainland firms personally buy substantial 
stakes be)ore the parent firm starts bidding. 
Since premiums of US $ 12.8 million were 
common, the gam from insider trading was 
considerable, A vexed issue pertains to land- 
use tight* in China; Chinese firm*, it is 
widely suapectod, grossly overvalue It in 
to command large premiums in theSE. 


Besides, land-use rights in China are (pile 
complex. Can the Hong Kong regulators 
afford to mat ntain objective standards, losing 
in the bargain major clients to other SEs? 
Since September 1992 New York began 
listing Chinese firms without raising 
awkward questions faced by applicants from 
the US or elsewhere. The dilemma is all the 
greater if the Chinese firm is headed by a 
person with strong political connections. 
For instance, four major companies listed in 
Hong Kong, namely, China Asset Holdings, 
Poly Investments. China Venture Capital, 
and Concord Grand Holdings, are headed 
respectively by two sons-in-law. one 
daughter, and one son of Deng Xiaoping; 
and each major company had one or more 
affiliates in Hong Kong. 

Another bigname.ShougangCorporation. 
is China's steel-making giant and in the 
charge of Zhou Guanwu who had served 
under Deng way hack in the 1930s. Its Hong 
Kong arm is headed by Zhou's son. Zhou 
Beifang. and controls six listed companies 
with a total market capitalisation of S 1.7 
billion, and half-yearly sales in 1993 of 
about S 350 million. In some of its deals, 
Shougang allied with Deng Xiaoping's son. 
Deng Zhtfang. The young Deng is an aspiring 
property developer who has teamed up with 
firms in Hong Kong sponsored by the 
People's Liberation Army, to build luxury 
villas. Shougang plans to build six shopping 
centres in China at a cost of $ 250 million 
in a 50:50 partnership with one of Deng 
Zhifang'x privately owned companies in 
Hong Kong. Shougang also plans a $ 6 
billion steel mill in China’s Shandgong 
province, ol which 45 per cent will come 
from foreign investors (C Goldstein, EEEK. 
February 10. 1994, p 54). 

Another major player is China Resources 
Enterprise; it is listed in Hong Kong, had 
a turnover of S 6.5 billion in 1992, and 
acquired a 50 per cent stake in Hong Kong 
Chinese Bank in 1993. Closely linked to the 
Chinese ministry of foreign economic 


relations and trade, it benefited from an 
injection of S 410 rmtlkm front the parent 
cverihe years (FEEK. June 16,1994, p6l)_ 
China International Trust and Investment 
Corporation, better known by its acronym. 
CTTTC. occupies the pride of place among 
China’s transnationals with total assets spread 
over US, Canada. Europe. Australia and 
Hong Kong, exceeding 80 billion yuan or 
about S 10 billion; it has a workforce of 
30.000. It was founded 15 years ago by 
Rong Yiren who was already a well known 
capitalist in pre-liberation China, and hat 
been a deputy of the National People's 
Congress for the last 40 yean, including 
shorter spells as the Mayor of Shanghai and 
» central minister. A favourite of Zhou Enter. 
Rong was specially requested by Deng 
Xiaoping in January 1979. to' set aside other 
work and concentrate on economic 
construction centred on opening to theooukke 
world, foreign exchange earning and 
ex ptonng some new fa)venues for economic 
progress. Deng made it clear [that) China 
could make use of some useful capitalistic 
practices. He also appointed Gu Mu. then 
vice premier, to maintain direct contact with 
Rong to make sure things went smoothly.. 
Whenever he met difficulties, Rong wrote 
letter to Deng, who always fully supported 
hint by answering bis letters with detailed 
instructions, and asking concerned 
departments to give Rong the green light.* 
In 1984 Deng presented an msenpuon to the 
CITIC, calling u a window of China's 
opening up to the outside world' As for 
Rong's own philosphy. he once told his 
wife. Tor me. !hc state always come first, 
the company second, aod my family thud." 
He has ceased to head CITIC. and became 
China's vice-president in )993(Wei. Bei/mt 
Review, August29.19941. The CITIC Pacific 
mentioned earlier, is a CITIC subsidiary, 
and holds 115 per cent of the equity in 
Cathay Pacific airlines, one of die world't 
largest; besides, it has a 46.2 per cent stake 
in Dragon Airways which ts regional in 
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1985 
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character. Id 1993 OTIC Padflc along wih 
Swire Pacific, the major shareholder in 
Cathay Pacific, pot in a $ 2.2 billion bid for 
a real estate on the Kowloon island of Hong 
Kong (FEER. January 27, 1994). 

. Over the last decade or so, the Chinese 
military have set up at least 20,000 business 
ventures, primarily within the country, but 
also abroad. The earnings from this source 
is repotted unofficially at 43 billion yuan, 
matching the country' s defence budget. Poly 
Croup Corporation is the main arms exporter 
for the People's Liberation Army (PLA). 
The latter's General Logistic Department 
(GLD) is the umbrella organisation. China 
Xinxing Corporation, a, sprawling 
conglomerate underGLD, signed investment 
contracts worth $ 1.2 billion in July 1993 
at a Hong Kong exhibition. Firms under 
GLD earned over 6 billion yuan (over S 1 
billion) in 1992, but many under-reported 
their income in order to evade payment to 
GLD; the audit report for the same year put 
unreported income at one-sixth of the total. 
The GLD firms have a large presence in 
Guangdong, and above all, in the Special 
Economic Zone of Shenzhen, next to Hong 
Kong. While fewdetailsofforeign operations 
have surfaced, the PLA has started many 
companies in Hong Kong, some of which 
are engaged in hi-tech activities. Obstcnsibly 
aCmC subsidiary. Poly Group Corporation, 
actually belongs to GLD and is a major 
Chinese transnational with a revenue of 
S 1 billion in 1992; it has around 100 sub¬ 
sidiaries, and acquired in 1993 full control 
over two important Hong Kong companies 
in trading and shipping respectively. The 
president of Poly is a son-in-law of Deng 
Xiaoping, and another director is the son- 
in-law of Yang Shangkun, the former 
president of China (FEER. October 14.1993. 
pp 64 ffl. 

"As foreign investment pours in, Chinese 
capital is flooding back out. Entrepreneurs 
and public sector managers seem in no huny 
to repatriate offshore balances accumulated 
in the trade boom of past several years" 
(FEER, July 15,1993. p 72). Other reports 
corroborate that China has accelerated the 
purchase of foreign assets, frequently paying 
above the market price. “Many Chinese 
companies are cash rich and can fund such 
acquisitions from theirown wotting capital." 
Some like Sinochem and Sinopec have even 
bought real estate abroad (FEER, October 
14. 1993, p 74). Prompted by the keen 
interest shown by the SEs in Hong Kong 
and New York, the Chinese companies are 
entering mto'tbe fray with s gusto After all, 
the US alone has SO miltfon individual and 
1.000institutional investors (FEER, August 
4, 1994, p 58). 

Large amounts of hard currency funds are 
now at the disposal of Chineae firms which 
are set to acquire more. It is by no means 
dear how this will, if at all, be reflected in 
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China’s BOP. Chinese ftrms can now raise 
funds abroad cither on own account or 
through overseas subsidiaries, if these He 
not brought into China, and utilised, for 
instance, to expand the foreign asset base 
or promote China’s export, these will not 
appear in the BOP at all. The funds would 
become inward FDI in the BOP if the proxi¬ 
mate source was a firm incorporated abroad, 
e g, a subsidiary in Hong Kong; or these may 
be shown as loans to the parent Chinese 
company, i e, ‘portfolio capital inflow*. 

vn 

Errors and Omissions in BOP 

If ail foreign exchange transactions are 
accurately recorded, then the sum of current 
account deficit (surplus) and of capital 
account surplus (deficit), inclusi veof changes 
in Reserves, must equal zero. But this is too 
stringent a requirement; in practice, the sum 
is non-zero and is called ’errors and 
omissions' (E and O). Under ‘normal’ 
circumstances, E and O over a number of 
years ought to have opposite signs with a 
mean close to zero, analogous to the error 
term in regression analysis. So long as the 
E and O over a period is rather small in 
relation to the size of foreign exchange 
transactions, one can ignore it. An E and O 
of, say, S 5 billion, would be insignificant 
for the US, but not fora developing country. 
For many Latin American countries in the 
1970s and 1980s theEandO was consistently 
negative and large, which was taken as an 
indication of capital flight. 

In the case of China one reason why the 
E and O may not be negligible is that expons 
as well as imports are valued by the customs 
authorities on an f o b basis, and not according 
to the payments and receipts recorded with 
the central bank. For instance, two sets of 
Indian official merchandise trade figures are 
available from the customs authorities and 
the Reserve Bank of India respectively. The 
difference is explained by leads and lags in 
physical shipment! as against payments and 
receipts; some exporters may be fully 
reimbursed for the shipment only in the next 
accounting year, and similarly, some 
importers may have to make advance 
payment for consignment. Since in India’s 
BOP only the Reserve Bank data on 
merchandise trade are incorporated, the size 
of E and O should not be affected byihree 
leads and lags. Not so in China. Hence China 
should have a relatively larger E and O than 
India under ‘normal' circumstances. 

It is wdlnigh impossible to set a theoretical 
or a priori upper bound for E and O. One 
rule of thumb is to focus on the ratio of E 
and O to exports over a period, say, 3-3 
years, and ruk out ‘abnormalities' whet) the 
ratio stay t below a threshold, aay. 2 per cent; 
if it is negative, and the absolute value 
exceeds 10 per cent, there is a strong 


presumption that capital ffighttstaldagtitace. 
Using there thresholds, om finds from Table 
2A that China’s EandO in $ million ranged 
from 294 to -1,318 during 1982-89, tore 
steeply to -3,213 in 1990 and further to - 
8,211 in 1992. Over the sub-periods, the 
cumulative outflows in $ million were 947 
in 1982-84, 3,312 in 1985-89 and 18,183 
in 1990-92, the corresponding percentages 
to total export being 1.4, 1.9 and 10.1, 
respectively. My tentative conclusion is that, 
except for an odd year or two. the relative 
magnitude ofEandOwasralherinsignificam 
up to 1989, and the flight or export of capital 
through this route took serious proportions 
only since 1990. 

What explains the extraordinary size of 
E and O in recent years? With rapidly 
expanding foreign exchange transactions, 
the statistical system which had never been 
too strong, may have been overstretched. 
This is not a sufficient explanation. 

There is a strong presumption that 
corruption played a major role. According 
to the deputy Procurator. General Liang 
Guoqing. corruption “is now worse than at 
any other period since New China was 
founded in 1949. It has spread into the party 
and government administrations and every 
part of society."In l992.theChinescofncials 
spent 17 billion yuan (S 2.95 billion) in 
travel and entertainment, according to the 
state-owned China News Service. In January- 
May 1993, state units spent over 14 billion 
yuan on vehicles alone. In the course of a 
much-publicised anti-corruption drive some 
2,00,000 cases were sent for investigation 
in January-July 1993. yet few prosecutions 
took place (FEER, September 16,1993, pp 
16-17). Next, tax evasion by enterprises is 
rampant. By early 1993 some 300 lax 
consultants had entered the scene; shortly 
after China International Taxation Consulting 
was set up, some of China's leading 
companies became its diems, underlining 
the international dimensions of their 
activities. Authorities believe that unpaid 
taxes amounted to a colossal 100 billion 
yuan (S 17.3 billion) in 1992. According to 
one study, state enterprises did not pay half 
their dure, and the percentages were much 
higher at 60 and 80, respectively, for 
collective and private enterprises. ’High tax 
rate, many tax breaks, andlight tax burden' - 
that is how an expert described the current 
system. While widely quoted official 
statistics indicate that40-50per cent of state 
enterprises are in the red, the actual story 
may be very different. The local authorities 
have the power to offer tax privileges, and 
they exercise it merrily since they are 
supposed to pass on their entire collection 
to Beijing. The enterprises in theory can 
retain no more dun 10 per cent of their 
declared profits, which again encourages 
them to cheatFor instance, S ha n gh a i F o re ve r 
was declaring losses ywar after year, but 
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suddenly thsdosed substantial profit* just 
before lining at the Shanghai Stock 
Exchange. There wax another firm which 
perked its earnings carefully in subsidiaries 
and went on expending its businesses while 
the parent company's finances were in a 
poor shape (H Sender, FEER, November 25, 
1993). The State Asset Management Bureau 
admitted that during the three years, 1991- 
93, 500 billion yuan (i e, well over $ 60 
billion at the present exchange rate, or at 
least five times as much at the purchasing 
power parity of the two currencies) of state 
assets were channelled improperly into 
private hands (FEER, May 5, 1994, p 77). 
By comparison, India's stock exchange team 
of 1992 pales into insignficance. No wonder 
that the mors) fabric of Chinese society has 
been tom asunder. According to one report, 
the police is no more in control, mafias are 
spreading their wings, and the popular 
perception is: 'cops and robbers; they'are of 
the same tribe'. The rich have their private 
security guards (FEER, June 6.94. pp 22ff). 
Individuals with huge ill-gotten wealth must 
have taken a part of their capital abroad, 
reflected in high E and O. 

But that may not be the whole story. Over 
100 Chinese institutions were authorised to 
borrow abroad by 1993. They exercised it 
in such a hurry that a Japanese banker was 
temindedofLtiin America in the early 1980s. 
The former also abused the funds so created 
(FEER, July 15. 1993, p 72). Moreover, 
state-owned enterprises may have also 
deferred the return flow of earnings abroad 
from export, etc, for a variety of reasons, 
including the accumulation of foreign assets. 
The picture, to say the least, isquite blurred. 

vm 

Capital Flight? 

Capital flight from developing, especially 
the highly indebted countries, is a widely 
discussed topic. Although several Latin 
American countries have been in the limelight 
in this regard, it was by no means confined 
to that region. There has been speculation 
about China as welt. The most startling was 
the allegation made in a Hong Kong 
newspaper, citing an internal document of 
the People's Bank.of Chins, that 'mainland 
hankers had looted China of US $28 billion' 
in 18 months till mid-1993. Sender (FEER, 
September2,1993.p65)commented: "Given 
the amounts allegedly siphoned off. it was 
both hard to take it seriously -but harder 
still to dittnita.** 

P R Gunther of Lehigh Univenity. US, 
conducted a study with support from the UN 
as well as China’s ministry of foreign trade 
and economic co-operation on capita) flight; 
his 'bread* estimates ranged $15-25 billion 
■n I990andl 13-2! billion in I99l:it should 
have risen in 1992 (died by L Kaye. FEER, 
July IS, 1993, p 73). The range of the 


estimates corresponds to two different 
me a s ures of capital flight, of which one is 
followed by the World Bank and will be 
discussed shortly. A subsequent study by 
Gunther put capital flight at $ 40 billion in 
l993,“some ofwhich may have roundtripped 
as part of the $ 20 billtoa FDI into China” 
(FEER, March 1994). 

The World Bank has estimated capita) 
flight from as many as 84 countries outside 
the OECD. China comes at the very (op with 
an annual outflow of about $ 4.4 billion 
(read from a bar chart) between 198! and 
1991, followed by around S 3 billion each 
from Argentina, Mexico and Venezuela, etc 
[Claessens and Naude 1993]. The Work) 
Bank’s 'residual' method defines capital 
flight as the difference between ‘sources’ 
and 'uses' of foreign funds. The former 
includes changes in the ‘net external debt' 
(A) and net inflow of FDI and portfolio 
corporate equity (B). The ‘uses' are BOP 
current account deficit (C) and increase in 
Reserves (D). While A is taken from WDT. 
the rest are from the IMFs BOP series; of 
the above items. B refen to IMFtine numbers 
45-52 and 59-61. and the others are self- 
evident. 

Before looking at the numbers, it is well 
to bear in mind the underlying assumptions 
behind most capital flight estimates. These 
seek to measure the outflow of capital on 
private account from countries which do nor 
permit free mobility of capital, and hence 
the outflows are either illegal or semi-legal. 
Further, the governments concerned, it is 
presumed, are not encouraging the 
accumulation of foreign assets since they 
lack foreign exchange to finance necessary 
imports: if this scarcity did not exist, the 
governments would not have piled up in the 
first place large external debts. 

These premises arc generally valid for 
Latin America, Africa or India, but are of 
doubtful relevance to China. True, there is 
mass!vecorruptionin that counyy and private 
individuals have misappropriated huge 
amounts of stale-owned assets, some of 
which could have been siphoned off 
abroad. But large state enterprises also 
acquired enormous foreign assets, actively 
encouraged by the government; this can 
hardly be called capital flight. 

Coming to the Work) Bank's estimate, 
there appears to be one serious flaw. In 
calculating the ‘sources of funds', FDI 
inflows are treated u ‘net’ and hence 
cumulative; hut that is not correct for China. 
The putative FDI stock, calculated from my 
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In die west, the ‘open door’ policy has 
bean hailed aa an him a ri cal turning point; 
k enabled China to get out of the Maoist 


Table 2A, was $ 22.6 billion at end-1991, 
the actual’ or ‘existing’ stock, extrapolated 
from the Hong Kong report cited eartier. 
would fall short of $ 6 billion. On this score 
alone the magnitude of 'capful flight' gets 
reduced by $ 16 billion over the decade, and 
the average annual figure corner to $ 2.8 
billion during 1981-91. 

Claessens and Naude further note that 
there are alternative methods to estimate 
capital flight: they have, however, shown 
that insofar as the former are derived from 
BOP statistics, these are methodologically 
equivalent to the World Bank's Now. some 
authors have added leakages from 
'misinvoicing' to the estimates of capita) 
flight. 'Misinvoicing’ is the difference 
between say. China's export to the ‘world’ 
(rather, 'rest of the world'). and the world's 
import from China, obtained by adding up 
imports by all trade partners of China; 
similarly. forChma’s import and the world's 
export. There is a uniform adjustment far 
'c i r and f o b'. factors, and all data are 
taken from the IMFs Direction of Trait 
Statistics. In China's case, all of 
‘misinvoicing’ may notjndicate capital flight, 
since a pan oi it must he attributed to profit 
repatriation by foreign investors; another 
pan may represent capital export encouraged 
by the state. But some misinvotring' mm 
have been on private account, i c. a case of 
capital flight. There is no way disaggregating 
the total along these lines. 

Finally, if there was, indeed, a massive 
capital flight, accompanied by a huge inflow 
of foreign loans and FDI. how does one' 
explain the BOP statistics on investment 
income flows? The two-way income flow* 
with respect to FDI. inward and outward, 
are practically nil. Regarding non-FDl 
investment incomes, receipts generally 
exceed payments, barring three year*. 1986- 
88. when the deficit totalled a mere $ 521 
million. Over the whole period. 1982-92, 
there was a large surplus of $4.7 bill ton; 
average annual gross receipts increased 
markedly in $ billion from 1.5 in 1982-84 
to 4.3 in 1990-92. To my knowledge, none 
of the Latin American countries exhibited 
these characteristics Rather. China's 
situation it analogous to capital-exporting 
industrialised countries that lead to cam a 
growing surplus from investment income 
flow*. 

Thus l conclude that though there was 
some capital flight from China, the butt, of 
the outflow is better retarded at officially 
promoted capital export 


strartyacke* of an inward-looking, slow- 
moving, 'iron ore bow)' economy mho a 
p r osperous, forward-looking and dynamic 
one. This interpreta tio n it rasher duteous 
The ctenges once Deng Xiaoping became 
the param ount leader at the end of 1978. mt 
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truly breath-taking, but the continuities are 
hardly less remarkable. The celebration of 
Mao's centenary in contemporary China is 
not a charade performed by nostalgic non¬ 
agenarian patriarchs. 

Was China stagnant during the cultural 
revolution years of 1965-75? At constant 
1985 prices, theGNPin that decade increased 
at a compound rate of 6.9 per cent per annum 
whichishighby any standard; its acceleration 
in 1980-92 to 9.1 per cent per annum was 
no doubt impressive. As for the value of 
export at current US dollars, it did stagnate 
at S 2.5-2.S billion during 1965-71. After 
the visit of the US president Nixon to Beijing 
in early 1972. export surged by one-third 
in 1971-72; the compound annual growth 
rate from 1971 was 29 per cent till 1975, 
when the cultural revolution ended. The 
interregnum 1975-78. saw deceleration. 
From 1978 to 1992, (he annual growth rate 
was an astonishing 16.1 pei cent (calculated 
from IFS Yearbook 1993). Surely, export 
growth did not decelerate becauselhecultural 
revolution was abandoned; for any country 
it would be virtually impossible to sustain 
a growth rate of almost 30 per cent. Deng 
and his advisors have every reason to feel 
proud about their achievement. But the 
success of (he earlief phase is also very 
striking, refuting the stagnationist view. 

There is again a tendency to dub the ‘open 
door policy’ as just another name for the 
liberal prescription of ‘export-led' or export- 
oriented' growth. That interpretation 
apparently holds when one examines just the 
ratio of export to GNP: with both variables 
measured at current prices and exchange 
rates, the ratio shot up more than three-fold 
from 6.1 per cent in 198Q to 18.5 per cent 
in 1992. However, this increase can be almost 
wholly attributed to the repeated devaluations 
from l.50yuanperSin 1980 to 5.51 in 1992 
(IFS Yearbook 1993). This was far in excess 
of the differentia! rates of annual inflation 
over the same years, amounting to 6.5 per 
cent in China, and 4.3 per cent for all ‘high 
income' countries that were the main trading 
partners. Recalculating China's GNP in 
current 1992 yuan, convened into dollars at 
the 1980 'real' exchange rate (i e, the nominal 
1980 rate adjusted for the higher inflation 
rate in 1980-92), yields an export/GNP ratio 
in 1992 of 6.8 per cent, or just a shade above 
that in 1980. In the same vein, Nayy ar (1988, 
pp 96-98) had earlier shown that at the 
nominal 1980 exchange rale of the yuan the 
percentage share in ‘national income' (net 
material product) fluctuated in the range. 4.6 
to 6 I for export, and 4.0 and 9.4 for import, 
during 1975-85. The upward trend was rather 
mild. Alternatively, jrthe GNP in 1992 were 
estimated at the purchasing power parity’ 
of the yuan, the export/GNP ratio would be 
quite small ai 3.8 per cent. A similar 
conclusion emerges if one looks at China’s 
import which, in the long haul, equalled 
export. In 1980-92 the current dollar value 
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of import me 9.2 per cent per annum; 
allowing for the inflation rate abroad, the 
volume of import should not have risen by 
more than 6 per cent per annum, which is 
much less than the 9.1 per cent per annum 
growth rate in ‘real' GDP (computed from 
data in WDR 1994). Thus China's growth 
over these ‘miracle' years was propelled 
primarily by domestic factors, and foreign 
.trade played an extremely crucial supporting 
role. ‘ 

By underlining the continuities in some 
respects. I do not deny that a great deal has, 
indeed, changed in Chinese society and 
economy since the days of Mao. ’The love 
for lucre has become all pervasive. In earlier 
sections evidence wus collected to show the 
emergence of what contemporary Russians 
call savage' (d/kii) capitalism. orMarx called 
‘primitive accumulation'. These have no 
doubt brought cheer to the ideologues of 
private capitalism as the only viable form 
of social and economic organisation; 
however. China is still some distance from 
the liberals' idyll. 

Not only that the Communist Party is still 
at the helm, hut Deng and his followers have 
not deviated from one of the basic tenets of 
old-fashioned communists, namely ‘national 
self-reliance'. Despite all theireagemess for 
growth and modernisation, the Chinese 
leaders have remained fiercely independent 
in the domains of economics, politics and 
defence, without succumbing to the dictates 
of the US. the world’s sole surviving 
superpower. In foreign trade, a balance 
between export and import of goods is still 
a cardinal principle of policy. The same is 
(rue for capital flaws. China encouraged the 
inflow of foreign goods and capital, not as 
a one-way traffic to modernise her economy 
(as was tried in the USSR under Brezhnev, 
Latin America, India, etc). but only as a i/aid 
pro quo; simultaneously, the rich countries 
opened their markets to Chinese goods, and 
allowed Chinese firms to build up (heir 
foreign assets. By avoiding the 'dependency 
trap', she entered into a relationship, more 
rewarding and genuine, of interdependence 
with the rest of the world. 

As for the domestic economy, China has 
abandoned (he earlier over-centralised 
planning system, and embraced a new market 
philosophy, granting wide-ranging 
autonomy to enterprises, provinces, and local 
authorities. Yet, many strategic decijjons 
are made by the central authorities in a 
flexible and highly effective manner; and 
the concept of the market is vastly different 
from that in western textbooks. 

X 

Import Policy 

In the matter of imports China, according 
io the US government, "maintains one of the 
most protectionist regimes in the world" 

( FEER, August 25.1994, p 50.). Innumerable 
barriers have been erected by central as well 


as local out borides. A racent Wortd Bank 
study foundthat'TullyjO per cent oflmports 
I are | subject to some form of non-tariff 
barriers • licensing requirements, quotas and 
other types of quuntitati ve controls''. As one 
US trade negotiator put it, China has "a 
capitalist export regime with socialist import 
rales" (FEER. April 28. 1994). There is a 
good deal of truth in these assertions. Thus 
after several years of comfortable trade 
surplus, China ran into a big deficit of 
$ i 2.48 billion in 1993. Thanks to prompt 
corrective measures, viz. recentralisation of 
power to set prices, closure of futures markets, 
etc, the deficit was drastically reduced to $ 
0.8 billion during the first half of 1994; 
export shot up to $ 48.4 billion (+30 per 
cent), while imports were pegged at $ 49.2 
billion (+21 per cent); the figures in 
parentheses arc percentage changes over the 
same period in 1993. (FEER, September. I. 
1994. p 47). So foreign trade is not left to 
the vagaries of free market forces’. 

Import control did not mean that China 
was minimising import by pruning all 
‘inessentials’. Since the overall trade balance 
was maintained, over the years many 
consumer goods (along with capital goods) 
were imported in increasing quantities, while 
domestic production of import-intensive 
items was encouraged. Has China been 
foolish? Few will advocate that developing 
countries should run up large trade surpluses. 
But indisenminateimportsevenoverashort 
span of lime. Nayyar (1988, pill) feared, 
can easily turn the surplus into an 
uncontrollable deficit. Vaidyanathan(l988. 
pp 31-32) voiced Ihe same misgiving. He 
was further worried about the employment- 
displacing effect of new technologies vis- 
a-vis traditional ones. In practice, the high 
labour-intensity of Chinese exports, and the 
rapid expaasion of the home market for 
consumer goods should have mitigated, if 
not neutralised, the impact on employment 
of imported technologies. On the other hand. 
Vaidyanathan’s concern about growing 
inequalities in post-reform China, strongly 
associated as both‘cause and effect of 
'consumerism', requires a more careful 
examination. 

Returning to the BOP aspect of consumei 
goods import, thanks to the import control 
China avoided the external debt-trap. On the 
other hand, in a period of rapidly rising 
export, unless the import bill is enlarged, the 
consequent trade surplus might invite 
retaliation from trading partners. Indeed, the 
ever increasing flow of import has greatly 
strengthened China’s lobbying power in 
those countries and taken thfc wind out ol 
the satis of critics clamouring for a cut in 
China's export: the opponent* might be 
human rights activists denouncing the lack 
of personal freedoms in contemporary Chin* 
and/or the use of low-cost prison labour in 
export production, spokesmen of industries 
unable to compete against imports of low 
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technology product* like textiles, garments, 
toys, etc. 

Should China have imported more of 
capital goods in lieu of consumer goods? (a) 
True, the USSR under Brezhnev followed 
that path, increasing crude oil export in 
return for technology and machinery Owing 
to numerous drawbacks in the overall 
planningxyxtem, Soviet industry was unable 
to assimilate, still less diffuse, the new 
technologies, and many imported machines 
were poorly utilised. The capital goods 
industries in a planned economy (or. indeed, 
anywhere) have n limited capacity 10 absorb 
foreign technology at any point ol lime, 
determined by the macro framework, the 
level of skills at the enterprise level, 
technology in use in related (forward or 
backward) enterprises, and so on. None of 
these can he changed radically overnight. 
Had China concentrated on the import ol 
capitalgiHxls.it might in effect have crippled 
her own industries in these branches. If. on 
the other hand, machinery imports are well 
regulated within the limits of what (he 
domestic industry can assimilate, the latter 
may emerge healthier in the long run. <b) 
There could also be a sound macroeconomic 
reason behind China’s import ol inessential 
consumer gixids. The invest nx-nl rale was 
consistently high in (he 1980s al around 30 
per cent or more, generating strong 
inflationary trends, and the import ol 
consumer goods eased the pressure to some 
extent. II. instead, capital goods were 
imported in larger quantities, the inflation 
rate would have been higher, upselling (he 
already precarious balance between the 
disposable income ol the population and 
the supply ot consumer goods tc) Techno¬ 
logically. imporl-subsiitution is tar easier in 
most consumer goods industries. Whenever 
the governments were determined, many 
developing countries succeeded in this 
respect during the past decades. The GATT 
today presents an external obstacle to impon - 
substitution policies. But that threat looms 
large over capital goods industries as well 
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Foreign Investments 

One main thrust of the open door' policy 
was to attract foreign capital. For export - 
oriented FDI, there were hardly any 
restrictions; the Special FAunomic Zones, in 
particular, were created to promote such 
investment. Many other developing 
countries, including India, did the same, 
though China reaped greater benefits than 
most others. For FDI catering to the home 
market. China followed a case-hy-casc 
approach like other developing countries 
pursuing an import-substitution strategy. It 
is worth examining her policy in live sectors 
of special interest as much to transnationals 
as to China: Iranxruuionalt from developed 
countries are often believed to have a 


monopoly of know-how in all these areas. 
Two of the sectors belong to ‘infrastructure', 
and the theme song of WDR IW4 is about 
what the developing countries must do to 
attract transnationals in these areas. India’s 
contrasting appniach isal.se briefly described. 

(a) Power By 1992 China had attiactcd 
over S If) billion into her power generating 
industry through international borrowing, i 
c. ’loans 10 replenish the 1/3 shortage ol 
manufacturing and investment capability in 
the existing energy establishment It was 
announced that China welcomes foreign 
investors to construct or upgrade its power 
industry by way ol joint equity and co¬ 
operative ventures, or other forms ol 
investment ’ And China hopes to add every 
year 15.000 MW ol capacity, "doubling the 
scale of power production by the end of the 
century" (Song Jian. Retjing Review. August 
22. 1994). Yet. China sets down the terms 
ol entry Thus in early 1994 China cancelled 
a contract worth S 180 million for a joint 
venture in which the foreign partner was ic> 
have a .10 per cent stake; the venture would 
lake over some existing power plants in 
Shandong province, and also set up new 
units Apparently, a daughter of Deng 
Xiaoping listened to Goldman Sach's oral 
presentation hclore potential investors who 
were promised a 20 per cent rale of return 
IROR). The centra! authorities in China 
objected both lo the high foreign equity 
ratio, and ROR. Against a ceiling of 12 per 
cent imposed by Beijing. Mime large cities 
are actually offering just 10 per cent ROR 
Moreover, local authorities have since 199.1 
been lorbiddcn to provide guarantees to 
power projects Yet Shandong ollicials arc 
still offering guarantee 'on the private' And 
Goldman Sachs did not withdraw trom the 
scene, bm repackaged the deal now worth 
S 2 billion to be raised irom the capital 
markets in New York and Hong Kong ( Ft '.HR. 
April 14, 1994. p 74). When China slapped 
a ceiling on ROR tor all foreign-funded 
mtrjsiruclur.il projects, it annoyed greatly 
Gordon Wu. a big Hong Kong capitalist w ho 
has linanccd innumerable projects in 
Guangdong and maintains close links with 
provincial leaders. Wu has threatened to put 
no more funds into China's power sector 
(The Economist. August 6. 1994. p 57) 
Easier, Wu's power projects used lo be 
guaranteed by Guangdong International 
Trust and Investment Co tGlTlC), "China 
is no longer the favourite' for Wu who has 
been scouring for projects in Indonesia and 
elsewhere (EEER, April M. 1994). Foreign 
capital wilt henceforth seek gr een e r pastures, 
forsaking China, warns The Economm 
(August 27. 1994. p 49). oblivious of the 
persistent crisis faced by global suppliers of 
power generating equipment For quite 
sometime they are looking above all to Asia 
to till their order books f A. Baxter. Fmam-ml 
Times, April 7. 1993. p 3) As the Amaru 
Week (reproduced in The Economic Times. 


August 21. 1994. p 8) reiterated, power 
demand will nse by just t per cent per year 
in Ninth A menca in the next 25 years, power 
projects in the US cam a meagre 10-11 per 
cent ROR. and the main hope for the 
equipment suppliers lies in Asia followed 
by Latin America Despite the stiffening of 
her stance, there is no dearth ol foreign 
proposals to fund power projects 
Quite illuminating is an interview by the 
minister ol powet industry. Sht Day hen 
(Reijmg Review, November 21. 1994). (a) 
Out of 6.1 foreign funded projects with a 
capacity of 40 GW (I GW = 1000 MW) 
since the open door policy was adopted. 31 
projects with an aggregate capacity of 20 
GW were operational by 1993; for the 63 
projects, foreign funds total led 514.3 billion, 
of which 70 per cent came as loans from the 
World Bank and industrial countries. Current 
negotiations with the US cover projects with 
a capacity of 30 GW. and total investment 
of $ 17 hiihon. <b) While welcoming foreign 
capital. China adheres 'lo the principle that 
the gnd system should be placed under 
unified stale management and that sales of 
fixed assets arc prohibited...the only 
financing areas open lo foreign investors are 
operational aspects relating lo the power 
industry The foreign share in vinous 
strategic power plants is limited to 30 per 
cent... At ihe same time, wc must comply 
with the fact (hat investors deserve profits. 
Theretorc, the Chinese government 
encourages foreign businessmen to settle 
profits in terms of Renminbi, and foreign 
investors agreeing todo so should be granted 
preferential treatment in investments.-. 
Chi na ’s social system detc* mi nes that foreign 
investors., are not required to |undertake) 
risks associated with openting pn vale power 
plants in other countries (Clonsidenngihc 
comparative advantages, officials from the 
World Bank say that China offers the best 
rale of return on investments in die power 
industry ‘ <c> China's insulted capacity w 
GW increased Irom I 85 in 1949 to over KX) 
in 1987 and 193 in 1993; against on annual 
average increase of a little bckiw 12 ta 1987- 
92. the figure tor 1993 was tS. and the 
forecast is 15-17 in 1995-97. and 20in 1998- 
2000 <d) As for technology. Chma hat 
basically unified standards for dotnesncaDy 
manufactured powet generationequipment, 
land can) independently undertake the 
construction of targe power projects with an 
installed capacity ranging from 2 milhoa lo 
3 million KW. as well as vanon* types of 
hydropower stations, large dams reservoirs.' 
The Chinese engineers have bu»h 31 power 
stations, each with a capacity ot 1000 MW. 
Among those undet construction tsthr'nwee 
Gorges Hydropower Station with a capacity 
of 18.200 MW 

One may draw the following inferences 
tt) Aswmtng that all lorctgn-hmded projects 
RiMenaltsed after 1987. i here contribution to 
the overall increase m msuited capacity 
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during 1987-93 was Just 22 per cent it may by another $ 7 billion till 2000. Yet there million line*. Owing to the post-1991 
go up somewhat in the remaining yean of is ‘a ban on direct management or equity liberalisation, transnationals have already 
this century, but not by very much, (ii) ownershipof services by foreigners, a policy set up manufacturing facilities with an anqual 
Foreign capital and technology imports do that reflects national security concerns and- capacity of 0.5 million lines, pre-empting 
not replace, but supplement, domestic some analysts say - the ministry’s strong about half the aggregate market, averaging 
resources in a period of heady growth. While interest in protectingits lucrative monopoly.’ 1.1 million lines in the pest two yean to 
ensuring adequate returns for foreign China's overall investment in telecom fixed March 1994. Even if actual demand were 
i investors, the Chinese government his so far assets during 1993 was S 4.7 billion, while to reach 2.2 in 1996-97 as the revised official 

retained control over the power sector. the 1994 budget has gone up to S 6.2 billion, forecast claims, the entire demand could 

The contrast with India is striking. Our (Reuter report in The Economic Times, June have been met by the C-DoT licensees, 
public sector firm, BHEL, which has installed 22, 1994, p 2). Once again, foreign capital Moreover, the government is blindly 
about two-thirds of the existing power plants iscalled upon to supplement, and not replace, pursuing the Anglo-American pattern of 
in the country, can annually produce domestic resources. deregulation, enabling domestic as well as 

equipment with a capacity of 6,000-7,000 Quite unorthodox in this context is the foreign private companies to operate basic 

MW; this is well in excess of the current creation in 1994 of China United Telecom- telephonic as well as value-added services 

official targetof20,000MWof fresh capacity munications Corp (Unicom), backed by the (Meemamsi 1994; Purkayastha 1994). it goes 
up to 1997. Further, BHEL has won 28 out ministries of power industry, electronics without saying that few private operators, 
of 31 contracts against global tenders within industry and railways; the army is still hesitant if any, will opt for indigenous technology, 
and outside the country in the past 10-15 (for security reasons) about the venture which sounding the deathlcnell of an industry which 
years; no transnational has so far matched will break the monopoly of the ministry of was among the most conspicuous success 
this record. Pleading a severe fiscal crunch, posts and telecommunications. Unicom is stories of hitech industry anywhere in the 
the Indian government has virtually offered registered with a capital of about $ 116 developing world, 
a cane blanche to transnationals. But they million, including $ 9.3 million each from (c) Civilian aircraft. China has very little 
will bring in only 40 per cent of the project the six biggest state-owned companies like manufacturing capability in this domain, 
funds, choose their equipment and raw CITIC, China Resources Co., China and has bought planes from the ex-USSR 
materials (domestic or foreign) without a National Chemicals Import and Export as well as western firms. She already 
tender, set power price at twice the present Corp, China National Technology Import possesses 150 Boeings, 15 Airbuses, and 39 
generating costs in the country, and enjoy and Export Corp, etc, which have all MDs(McDonnel Douglas). Since her future 
guaranteed offtake of whatever they can extensive foreign assets. Unicom plans to requirements are even greater and taking 
supply and timely payment in foreign spend $ 12.3 billion till the end of the advantage of the recession in the global 
exchange, including a minimum of 16 per century, when it should handle 10 per cent market for aircraft. China has been 
cent post-tax ROR. These agreements will of long-distance calls and 30 per cent of negotiating co-production arrangements with 
not only cripple BHEL and lead to a massive mobile telephone services ( Reuter report various suppliers. While Boeing and Airbus 
haemorrhage of foreign exchange, but also in The Economic Times, July 21, 1994). have so far agreed to set up only flight 
impoverish the public sector power The EconomisH August 27,1994) is hopeful simulators to train pilots (FEER. August 25, 
generating authorities that may be obliged that thanks to Unicom, the present ban on 1994, p42).MDhaagone further. Shanghai 
to abut down, in case of excess supply, their foreign-owned telecom services will be Air Industry Group will manufacture in a 
low-cost plants to fulfil the terms of the lifted. There is so far no indication of such joint venture with MD. 20 units of 130-seat 
contract (NWGPS 1994). Moreover, very a policy change. commuter planes with advanced avionics, 

little has been done to improve the On the other hand, the Unicom example The US company will: provide information 

management of existing power plants which is very interesting from a theoretical on aircraft design, parts and components, 
often run at 30-30 per cent of the rated perspective. Although diehard liberals may aircraft systems, engines and raw materials; 
capacity, although actual experience at dismiss it as an instance of spurious, state- send experts to China; and assist them in the 
several sites showed a 100 per cent managed competition, it resembles strongly domestic production of fuselages (Beijing 
improvement without the induction of new slate-sponsored rivalry among the giant Review, August 8. 1994). The Chinese 
technology or investment. Nor any serious private conglomerates in post-war Japan strategy is a variant of the ’phased 
effort is under way to encourage more which were shielded till recently against ’ manufacturing programme' (PMP) much 
efficient use of power by consumers, foreign competition. One wonders whether maligned by libera) orthodoxy today, 
individuals or firms, that could cut back the Chinese leaders took a leaf out of Strangely, no Indian government, not to 
demand significantly. Lastly, rural power Bukharin’s writings of the 1920s that were speak ofthe present one. ever gave a thought 
consumers, accounting for a significant part published and seriously discussed in China to it, although the two public sector carriers 
of the total, are heavily subsidised eroding during the last decade; nearly 70 years ago have a fairly large fleet between them, 
the finances of the public sectors; only now the Bolshevik leader warned against the (d) Automobiles. Here again China did not 
remedial measures are being considered ’parasitic’ state monopolies in the USSR possess modern technology, but the supply 
(Kapoor 1994). and sought to promote competition among had to be enhanced to ‘provide material 

(b) Telecommunications. China, to the autonomous socialist enterprises (Chandra incentives' in the new post-1978 context, 

best of my knowledge, does not possess 1992). From social considerations of equity or 

technology comparable to that of India’s C- What is the Indian scenario? Set up in the environment, one may question the 
DoT (Centre for the Development of mid-1980s, the C-DoT designed from the desirabilityofencuuragingtlietixofprivMe 
Telematics). Hence’foreign investment was scratch and commercialised within a few can, but one must admit that the policy did 
welcome in telecom equipment, research yean digit*] electronic switching systems not upset the trade balance. A large number 
and education’, according to Wu Jiachuan, through a large network of domestic of imported fuel-efficient cars was probably 
the minister concerned. The plan envisages licensees. The systems are both‘state of the better than a duplication of the existing 
over 10 million new t el ephone lines a year art' andcheaper than those of the established manufacturing plants with outdated 
with the stock (in million) increasing from transnationals. By now over 3 million technology. Oo the other hand, a big country 
30 in 1992 to 42 in 1993 (actual) and 140 telephone lines in the country are connected cannot depend entirely on the import ol 
by 2004. Cumulative foreign investments to C-DoT systems, and the annual capacity automobiles. Besides, the oversea* market 
that stood at $ 5.7 billion til! 1993, will rise of the equipment manufacturers exceeds 2 for China’s main exports today (textiles, etc) 
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i reaching saturation point and is further 
onstraioed by the slow rise in income levels 
i the OECD countries. Hence China adopted 
ie PMP route for joint ventures in the 
utomobile sector in order to maintain the 
•ade balance in the long run. And PD1 in 
ic sector has been carefully regulated so 
rat “only those who undertake to helpChina 
evelop its own auto industry will be allowed 
3 enter the Chinese market, and the 
xhnologies they bring in must be of an 
rtemationally advanced level. China's long- 
:rm target is to cultivate a number of large 
rotor groups with the'eapability of design, 
tanufgcturing and assembling” (Beijing 
'.eview, August 2,1994, p 5; The Economist 
eptembei 10.1994. p 81 >. In the immediate 
uture China is focusing on the auto parts, 
resumably with a view toexporting in large 
uantities. At this moment no fresh 
ivestment proposals from foreigners arc 
ntertained, though the ban may be lilted at 
re end of 1995. 

(e) Chemicals. A report in The Economist 
September 24. 1994, p 71, reproduced in 
’lie Economic Times. October 10, 1994. 
21) is worth quoting at some length It 
egan: " 'WANTED: I 10 billion of tnvesi- 
rent and technology.' That was the begging 
ressage sent by the Chinese government to 
00 or so representatives ot the world's 
hcmical industry who attended a govem- 
lcnt approved conference organised by 
hcmical Week, a )US-bascdl trade paper, 
i Beijing recently." Although the chemical 
idustry is the fourth largest in China, it is 
>(tll a tiddler, accounting tor a mere 3 per 
enl of world production ' It is ‘so 
icfficicni'; the firms are 'overstaffed by 50 
cr cent, buf... cannot lay people off. Despite 
low per capita consumption of plastics at 
per cent of the American level. 'China 
nports half of its plastics In 1993 it spent 
11.2 billion ot precious toreign currency 
mporting chemicals.' Though China 
*anis...loinvcst in new plant and equipment, 
nd become an exporter’, the industry has 
o money, and 'everybody agrees that most 
companies are making losses'. And the 
industry has a growing environmental 
problem ' There arc. 1554 joint ventures in 
the industry, the average toreign investment 
being nearS 10 million. ‘Few make money. 
So far the foreigners have shied clear of 
government’s plan to build six big 
petrochemical complexes, worth up to $ 2 
billion a piece, hy 1997. Foreigners have 
several criticisms of the government - it has 
a cavalier attitude towards intellectual- 
property rights (although il is now cracking 
down on private firms); it prevents foreign 
firms from recruiting their own staff; and 

ii levies heavy taxes if they tty to take profits 
<ait of the country. Moreover, although it is 
beggar, China can be choosy about the type 
nf investment it welcomes. It recently 
postponed approving any new joint venture 
oil refineries until 1995 partly to protect 
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Sinopec, whose refineries have been losing 
market share.’ Bureaucracy is s major 
problem for foreigners; W.R. Grace moaned 
that it took them IS years 'to progress from 
negotiations about buildinga plant to starting 
production, China is trying to mend its 
ways...It also looks as if China may. for a 
while, waive its stipulation that new investors 
must export.’ Foreigners ‘still have two 
fundamental objections...First, the 
fragmented Chinese chemical industry needs 
to consolidate before it is worth building 
new plants. And, second, world's chemical 
industry is already oversupplied. Firms in 
western and Japanese chemical markets are 
just breaking even: new capacity from an 
exporting China could force them back into 
losses. Capitalism, as Beijingis discovering, 
is not an altruistic affair.' 

The Economist's litany of grievances 
should ring a bell familiar to Indian readers. 
But the report is a curious mixture of facts 
and wishful thinking. At leasi one ‘fact*, 
namely, that few chemical joint ventures in 
China make money, is patently false. Had 
il been true, inflows would have dried up 
long ago. and global companies would not 
have thronged the Beijing conference! 
However much The Economist might wish. 
China never approached the wesi or Japan 
with a hat in hand like Gorbachev or Yeltsin. 
India, and other developing countries. 
World's chemical giants went to Beijing, not 
to dispense alms, but to seek a respite from 
the prolonged recession marked by a surfeit 
of capacity and squeeze on profits. There is 
no better place for them to go than China, 
the most powerful engine of growth in the 
contemporary world with no signs of an 
impending foreign exchange crisis. The 
Chinese have no reason to be enchanted by 
the siren songs ofliberals who have managed 
lo mess up nearly every economy that they 
could thanks to the IMF-WorW Bank duo; 
on all counts. China's performance is miles 
superior 

On the other hand. The Economist's 
apprehension that China may eventually 
become a net exporter of chemicals after the 
mtusion ot western capital and technology, 
and thus precipitate a gale of (creative'’) 
destruction shaking out some of inday's 
giants, is genuine. China is just trailing the 
Japanese path. By fencing her home market 
most assiduously. Japan look advantage of 
the intense rivalry among western 
transnationals and obtained technology 
against payments with practically no 
restrictions on export. Why are the western 
and Japanese firms not wiser today? The 
answer lies in the fact that ail transnational 
firms are heavily dependent on the respective 
nation slates and cannot form global cartels 
so long as there is a bitter struggle for 
economic supremacy among the triad of US. 
Europe and Japan. China's (and earlier. 
Japan's) international economic strategy is 
based on this understanding of global 


capitalism, formulaed in iu es sen ce by the 
American Marxists, Sweezy and Magdoff 
over 25 years ago. 

China's approach to in ward FDI may now 
be summarised, (i) In no case was domestic 
capability sacrificed to induct foreign 
technology and capital goods; rather. FDI 
was called in to supplement domestic 
resources, (ii) In all hitech areas foreigners 
were required to have joint ventures, usually 
with stale-owned enterprises which were 
either majority, or at least co-equal, partners. 
Incidentally. India’s Foreign Exchange and 
Regulation Act. 1973. allowed 100 per cent 
foreign ownership in hitech sectors, btx failed 
to attract any such FDI. (iii) Foreign firms 
are generally expected to have a balanced 
trade; profit repatriation has been linked to 
foreign exchange earnings, (iv) In the long 
run. the country hopes to export substantial 
quantities of value added hi-tech products 
through joint ventures or own enterprises. 
Far from being a toothless supplicant, China 
has set- the entry terms for FDI. taking 
advantage of the huge size of her domestic- 
market expanding at a spectacular rate, and 
the intense rivalry among global giants in 
a period of very sluggish demand growth 
in OECD countries 

XII 

Local Enterprises and Planning 

A unique feature of the Chinese economy 
is the institution of 'collective' enterprises. 
Owned neither hy the stale nor by private 
individuals, tharjuridical status isill-deflned. 
While post-tax profits of a slate or private 
unit goes respectively lo (he slate or the 
individual, "this residual ownership right 
resides with the |colleenvc|enterpriseuseti" 
(Rawski 1993. p I.) Aconhng to another 
legal expert (Lichtenstein 1994, pp 8-9). in 
urban collective enterprises, "ownership 
rights... |are) exercised by the workers’ 
assembly, which selects the enterprise 
management" In rural collectiveetueipnaet. 
“I be proprietary rights (are) exercised by the 
peasants' congress or collective economic 
organisation representing all peasants." 
Further, (he latter retains A0 per cere of their 
after-tax profits, the remainder being utilised 
for "agricultural infrastructure and renewal 
and development of other enterprises". The 
autonomy of the collective enterprise it 
highly circumscribed by the local aut h orities, 
urban or rural. The significance of these 
enterprises is underlined by their spectacular 
growth since 1980. particularly in the rural 
areas. Industry asa whole increased as output 
at a compound rate of 12.6 per cent per year 
during 1980-90when rural or township and 
vitiate enterprises CTVEl expanded twsoc 
as fast by 25 7 percent per year, jnc wramg 
their share in the national total from 104 
to 31.8 per cent. (Field 1992.) Without 
venturing any counter-estimate. Rawsfci 
< !993)ha» produced nffinea nn i na t h a t 
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thereto an upward bias in these measures 
of industrial growth, affecting both large 
time units and TVEs. Mod recently, the 
State Statistical Bureau has used sample 
surveys And other statistical tools to knock 
off as much as 160 billion yuan from the 
1993 output of industry, which amounts to 
over 11 per cent of the total for industry, 
or more than 5 per cent of the GDP ( Beijing 
Review. April 11,1994, p 21, and April 18, 
1994, p 12.) Even then it is doubtful if the 
long-run growth rate would be drastically 
reduced for industry as a whole, and the 
TVEs in particular. These industries have 
also a most creditable record in export; their 
contribution in S billion jumped from 3.9 
in 19*5to 12.5in l990(Lardy 1992,p711), 
accounting for 15.5 per cent and 24.3 per 
cent respectively of the national total. Ipso 
facto such establishments can hardly be 
called inefficient as many tend to. inside 
and outside China. 

The overwhelming bulk of TVEs belong 
to the 'collective' sector. These enterprises 
do operate through the market. The central 
planners do not directly allocate raw materials 
to them nor determine their outputs. Indeed, 
the number of centrally allocated industrial 
goods, according to a World Bank study, fell 
drastically from 123 to 66 during 1980-86. 
Further, greater funds at lower levels and 
weaker central control, according to a World 
Bank publication, "have created a foundation 
for theestabiishmentoflocal protective quasi- 
plaiming systems. These systems provide 
benefits for enterprises, particularly those 
established by community governments, so 
that they can be coun’ed on to turn over 
taxes, fees, and profits. In a sense a quasi¬ 
planning system operates like a traditional 
planning system; it tries to infiltrate into 
every link in the operations of the enterprise, 
from personnel, finances, and materials to 
production, supply and marketing. But 
community governments can no longer 
impose inflexible administrative restraints 
on enterprises; for. the extent to which they 
can control or support them is limited by 
their own capacities” (Byrd snd Qinsong 
1990, pp 397-98). The same authors (pp 
87-91 )furtherobserved that, (a) most TVEs 
of a "substantial size are owned and 
controlled by community governments at 
township and village levels": the govern¬ 
ments play a “critical role in strategic 
decision-making... [like the] headquarters 
of multinational corporations”; (b)thc TVEs 
have “very strong local roots" and cannot 
be relocated, and (c) the TVEs do not have 
any "captive markets". 

The modiu operand! of TVEs is far from 
transparent, to say the least; it does not fit 
into the straitjacket of a Soviet-type 
‘command economy' or of a 'free market’. 
From the account of Byrd and Qinsong, it 
appears that the TVEs ‘benefit from the local 
protective systems’, without enjoying a 
captive market. Indeed, they also make a 


significant contribution on the export front. 
This combination of local planning and 
exposure to market forces, from the local to 
the international plane, has again few parallels 
elsewhere. 

if the success of rural industries is most 
glittering today, the idea of self-reliance at 
the local level was one of the most original 
Maoist ideas shaped during the Yenan days, 
and recurred through the years of the Great 
Leap Forward and the Cultural Revolution 
(Schran 1975). In the early 1970s, if an area 
was self-sufficient in raw materials, it would 
be subject to local, rather than centra) 
planning and allocation. Provinces 
sometimes built factories, disrupting 
production elsewhere. There is the dramatic 
case of the Chekiang provincial leader who 
refused to send raw materials to Shanghai, 
declaring that "Chekiang is not a colony of 
Shanghai" (Lardy 1978, p 151.) In the pre- 
Reform years of 1970-78, the value of output 
at constant 1970 prices output of brigade and 
commune industries witnessed a 6-fold rise 
from 6.4 to 39.0 billion yuan (Ronas 1992. 

P 21). 

The observations ofFeiHsiaoTungt 1986. 
pp 35. 123 and 150-52). an eminent social 
scientist who made many field trips to rural 
and semi-urban areas of Jiangsu province 
from the 1930s to the early 1980s. are quite 
instructive. By 1966 there were only 280 
rural industrial units in Yancheng 
Municipality in the northern region of the 
province, and the real take-off can be dated 
to the mid-1970s. In the town of Xinta. 
Wujiang County, bordering the suburbs of 
Shanghai, except for one oil pump factory 
going back to 1958. all others were posi- 
1975. But in the central region which is 
industrially more advanced than the north, 
the first generation ol simple' industries 
were set up in the late 1930s. and ‘laid the 
foundation for the later generation' of 
modem, science and technology-oriented 
enterprises. Although there was a 'general 
dissolution' in I960, the early enthusiasts 
kept many of the units alive. The second 
periodof development wasmiheearty 1970s. 
and 'liberated development' began after 
1978. 

Almost as a corollary to the growth of 
TVEs. the central government re venues failed 
to keep pace with the growth of the economy. 

If in 1979 total revenue amounted to 27.7 
percent oftheGNP.it fell to 18.3 percent 
in 1991 and 17.5 per cent in 1992 (IFS 
Yearbook 1993). While I have no aggregate 
data on local authorities' finances, Byrd and 
Qinsong (1990, p 396) mentioned one city 
that obtained as much as 71 per cent of its 
extra-budgetary revenue from' local 
enterprises and administrative departments. 

Indeed, planning in China was never quite 
as centralised as in the USSR. Local 
governments allocated in 1980 as much as 
42 per cent of steel, 46 per cent of coal, 3g 
per cent of non-ferrous metals, etc. ‘The 


Chineae sy stem \ according to e World Bank 
economist, Ttdrick (1987, p 176), Is an 
amalgam of hierarchical planning, cellular 
planning, and markets ." It would be one¬ 
sided to emphasise the ‘ cellular ' aspect, as 
Donnithome (1972) tended to: the Chinese 
never wanted to set up a ‘cellular’ economy 
with each ‘cell* growing mainly onltMfwn 
like ‘an independent kingdom’ (Chandra 
1988, pp 124-29). I havealready given several 
examples on how the central governmem 
has been intervening in a decisive manner 
in areas of truly national’ importance, and 
withdrew from those where central co¬ 
ordination is not necessary. Guangdong's 
vice-governor was asked by a visiting US 
diplomat earlierthisyear: 'How much control 
does Beijing have on Guangdong’s plans?’ 
The reply was categorical: “None 
whatsoever" IFEER. February 17. 1994, p 
45). I believe that the vice-governor may 
have boasted a little. After all, joint ventures 
in Guangdong’s power sector had to b 
revised drastically at Beijing's behest. 

XIII 

Central Planning and State 
Enterprises 

As the market fumes were increasing! 
activised, the nature of central plannm. 
underwent a major transformation Thus 
for whom the plan and the market ar 
necessarily antithetical to each other, wouli 
conclude that the edifice of planning has al 
but crumbled in China. Bui that would h 
rather simplistic Aguodparioftheiraditiofla 
planning system remains very much in place 
First and foremost, the industrial scene i 
dominated by the stale-owned enterprise 
ISOEs). While commending the extreme); 
rapid. 210-fold expansion (since 1978) ii 
private sector employment to 29.39 millioi 
in !993, the Beijing Renew (June 20,1994 
p 20) added: "As an increasingly import an 
component ol the national economy, pnvan 
economic establishments, at present, are onh 
a supplement to the puhliciy-owned economy 
which continues to be the leading tacioi 
dominating the litelincofthc overall national 
economy (emphasis added).” Despite the 
relatively slower growth, the SOEs slid 
account for about two-thirds of the industrial 
output, the ratio being even higher in heavy 
and capital goods industries. 

Next, the lion’s share of national 
investments are still flowing into the SOB 
Out of an aggregate fixed investment <<> 
1,183 billion yuan in 1993 for the whole 
economy, the SOEs and stale-owncJ 
institutions got465billion in fieshinvestmeni 
and another 219 billion for updating 
technology. The 1994 budget envisages a 
total investment in the economy of I.3M 
billion yuan, including 873 billion yuan lor 
the former, leaving 425 billion for colleen vc 
enterprises and institutions as well as the 
private sector ( Beijing Review. April If 
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1993, pp 22-23). Planning, above all. it 
•boul investment; the huge share of the 
SOEs implies a corresponding role for the 
planners, unless the SOEs ate all autonomous 
and engaged in ‘atomistic competition' 
between themselves. 

Further, the central planners continue to 
allocate directly a large part of the key raw 
materials and machinery produced by the 
SOEs. It is true that production quotas are 
no longer fixed in a rigid manner. Singh et 
al (1994) write: “the SOEs also benefited 
by fixing or reducing production quotas, and 
freely expanding and disposing of above¬ 
quota output... During the 1980s, 
governments at all levels devolved decision 
rights, risks and rewards to both stale 
enterprises and TVEs. A recent World Bank 
survey (found]: A plurality of TVE firms 
were authorised to make decisions in eight 
out of the II areas covered by the survey 
without consulting the supervisory 
government agencies. State firms typically 
enjoyed autonomy in only five of eleven 
areas... Lacking a formal system of laws, 
regulations and enforcement proceedings, 
turn-state enterprises often find themselves 
vulnerable to the caprice of officials, while 
slate enterprises use close links to the 
government to protect, and where possible, 
enlarge their turf." Evidently. central planners 
have a considerable say over the SOEs. 

It also follows from the passage just cited 
that there prevails a plurality of pnees tor 
a number ul critical goods: the quota output 
is sold at a lower, state-determined price, 
while the excess fetches a higher value in 
the market. In short, the ‘law of one price 
(or one commodity'.(he hallmark ofamarkd- 
driven or of a Soviet-type overccniraliscd 
economy, does not apply to China The 
vystem isnot unlike that in Soviet agriculture; 
once the kolkhoznik fulfilled his work 
obligation at the kolkhoz, he could devote 
his spare lime to the private plot and sell 
the products at the kolkhoz market at prices 
well above those in state shops. 

There is a big question mark over the 
luture of SOEs. Officially, some 40 per cent 
o! these enterprises in 1993 were in the red 
(/frying Review. May 2, 1994. p 5). 
Elsewhere, even higher percentages are 
mentioned. However, many of the losing 
concerns, at noted earlier, may not have lost 
their financial muscle, having lucked away 
resources in affiliates and subsidiaries. 

In the north-eastern province of 
Heilongjiang,according to the Business Wrek 
< reproduced in 7V Economic Times, August 
1.1994. p 9). some 2 million workers lost 
their jobs in 1993. while in March 1994 
about 1,00.000 workers took to the streets 
protesting against pay cuts: and Han 
Dongfang. a Chinese labour activist exiled 
m Hong Kong, claimed that 30 million 
winkers were on the verge of unemployment. 
If that were true, the workforce in the SOEs 
would be reduced by about one-half, which 
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it clou to die percentage of kwa-making 
concerns. Had die bankruptcy law discussed 
in earnest since 1986, were enforced, there 
would no doubt be a massive retrenchment. 
But the same report regretted: “the 
government is backing off from ambitious 
plans to cut subsidies as It would have caused 
more job losses”. Similarly, moves to 
privatise unprofitable state enterprises have 
been “stalled because of government ferns 
that too many slate assets will flow into 
foreign hands”. Predictably, The Economist 
(August 27,1994. p 49) is equally unhappy. 
"Often unprofitable, always unwieldy. 
China's big state firms cannot be reslructred 
without foreign help". It rules that “China 
has tried to limit loreign influence. As 
officials are keen to protect ‘strategic* 
industries, foreign ownership of companies 
listed in the mainland” will not exceed 33 
per cent. 

On the whole I would discount fears of 
a massive closure or privatisation of the 
SOEs in the foreseeable future. Undoubtedly, 
the Chinese economic system is in transition. 
The ideological commitment to preserve 
state ownership over the means of production 
as the essence of socialism' or eschew private 
ownership, may have disappeared: but there 
is still a strong will to restrict foreign 
ownership. Once private capital acquires 
more clout, the SOE managers gain more 
autonomy, the regional leaders nibble away 
at central control, and so on. conditions 
would be ripe for the system itself to be 
transformed Not being a crystal gazer. I 
refrain trom further speculation on whether 
or when such transformation will take place. 

XIV 

Tire GATT 

What is China's stand on the GATT? 
Beginning with a brief examinaiton of the 
present agreement. I seek to show how it is 
at variance with China's pi an-market regime, 
ending in a speculative note about the issues 
involved. 

The GATT Fined Act of December 1993 
(henceforth just 'GATT'), has several 
features inimical to developing countries 
committed to the traditional import- 
substitution strategy of industrialisation, in 
most eases there are special provisions 
allowing them to remove the protective 
barriers gradually by the year 2003, at a 
slower pace than for developed countries. 
The single-most important benefit for the 
former group would be the abolition of the 
Multifibres Arrangement (MFA) under 
which the rich countries have been protecting 
their textiles and garments industries, by 
fixing import quotas for developing 
coun tries : but these benefits, too, would be 
staggered, and the last 30 per cent of die 
barriers will disappear only in the final year 
of2003 I wish to focua on the GATT system 
after 2003, setting aside the transMorul 
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issues. Briefly, the long-run disadvantages 
for developing countries are as follows. 

(a) So far only the developing countries, but 
not the developed ones, could impose high 
tariffs and quantitative restrictions on the 
import of manufactures, if it was thought 
necessary to promote specific industries, or 
for a number of other reasons. Now they 
cannot do so. A developing country firm 
must from its inception be internationally 
competitive, or else it cannot come up at all. 
If one looks at the current industrial scene 
in China, south Korea. India Brazil or even 
Japan, it is doubtful if more than a handful 
of branches in the heavy and capital goods 
sectors of China. India or Japan would ever 
come into being had the present GATTbeen 
in force from 1950. 

(b) Gov er nme nt subsidies will be severely 
limited for agriculture, manufacturing or 
industrial R and D. Many developing 
countries in the previous decades subsidised 
the key industries heavily indie initial phase; 
this would no more be possible. On industrial 
R and D. giant firms in die rich countries 
can afford to spend far larger sums of R and 
D than their counterparts in developing 
countries. Moreover, in many critical areas. 
R and D financed through me defence budget 
(outside the scope of dp GATT) are actually 
carried out by private firms: very often there 
is a civilian spin-off adding to their 
competitive advantage. Most new. R and D- 
intensive sectors will thus he monopolised 
by the developed countries. 

(c) Free trade in agriculture should equalise 
prices across the countries, u will be 
reinforced by the requirement that each 
country must tmpor at least S per cent of 
its domestic demand forlhese products. Many 
developing countries were so far able to 
industrialise by keeping agricultural prices 
lower than in the world market, thereby 
enhancing the profitability of domestic 
manufacturing: it also hdped them to export 
higher value added manufactures rather than 
agricultural raw materials. Hence, the GATT 
may lead to a relocation of some agro-baaed 
industries from developing to d e v el ope d 
countries. Lest this appears far-fetched, let 
me cite the case of steel exports by Jqm 
and south Korea, both importing iron ore 
as well as fire! from far-flung sources By 
the year 200$ when the MFA expires, 
technical progress in textile machinery and 
microelectronics may make developed 
countries competitive in the production of 
textiles and garmen ts 

(d) Ureter the GATT no country durrimwte 
between domestic and foreign-owned 
enterprises, impose a ceiling on foreign 
equity stake in a firm, enfor ce a phased 
manufactu ring programrretFhC’Lor re qui re 
foreign firms to balance their foreign 
exchMge inflows and outflows dans, India. 
South Korea and arisen used these arethods 
to foster the growth of local firms: and lapse 
until recently had practical!) thm out aft 



[here is an upward bias in these measures 
of industrial growth, affecting both large 
stale units and TVEs. Most recently, the 
State Statistical Bureau has used sample 
surveys and other statistical tools to knock 
off as much as 160 billion yuan from the 
1993 output of industry, which amounts to 
over 11 per cent ot the total for industry, 
or more than 5 per cent of the GDP (Betji/i^ 
Review, Apnl 11. 1994. p 21. and April 18. 
1994. p 12.) Even then it is doubtful it the 
long-run growth rate would be drastically 
reduced for industry as a whole, and the 
TVEs in particular. These industries have 
also a most creditable record in export; their 
contribution in $ billion jumped from 3.9 
in 1985to 12.5in l990(Lardy 1992.p7II). 
accounting tor 15.5 per cent and 24 3 per 
cent respectively of the national total. Ipso 
facto such establishments can hardly he 
called inefficient as many tend to. inside 
and outside China. 

The overwhelming bulk of TVEs belong 
to the 'collective' sector These enterprises 
do operate through the market. The central 
planners do not directly allocate raw materials 
to them nor determine their outputs. Indeed, 
the number ot centrally allocated industrial 
goods, according to a World Bank study .tell 
drastically Irom 123 io 66 during 1980-86 
Further, greater funds at lower lescls and 
weaker central control. according lo a World 
Bank publication, "hasecreated a foundation 
for the establishment of local protect! ve quasi - 
planning systems These systems provide 
benefits for enterprises, particularly those 
established by community governments, so 
that they can be coun'cd on to turn over 
taxes, fees, and profits In a sense a quasi¬ 
planning system operates like a traditional 
planning system, it tries to infiltrate into 
every link in the operations ot the enterprise, 
from personnel, finances, and materials to 
production, supply and marketing But 
community governments can no longer 
impose inflexible administrative restraints 
on enterprises; for. the extent to which they 
can control or support them is limned by 
their own capacities" (Byrd and Qinsong 
1990. pp 397-98| The same authors ipp 
87-91 1 further observed that fa/mostTVfcs 
of a "substantial size arc owned and 
controlled by community governments at 
township and village levels" the govern¬ 
ments play a “critical role in strategic 
decision-making. . (like thej headquarters 
ot multinational corporations’*, thithc f V[-s 
have "very strong local roots” and cannot 
he relocated and h. ) the TVEs do not have 
any "captive markets" 

The modus oprrandt ot TVEs is I ir Irom 
transparent, to say the least, it docs run fit 
into the siraitjacket ot a Sosie 1 type 
‘command economy' or ot a 'tree maAct' 
From the account ot Byrd and Qtnsor g. it 
appears that the TVEs benefit Irom the I , al 
protective systems', without enjoying a 
captive market Indeed, they also make a 


significant contribution on the export front. 
This combination of local planning and 
exposure to market forces, from the local to 
the international plane, has again few parallels 
elsewhere. 

If the success of rural industries is most 
glittering today, the idea of self-reliance at 
the local level was one ot the most original 
Maoist ideas shaped during the Yenau days, 
and recurred through the years ot the Great 
Leap Forward and the Cultural Revolution 
(Schran 1975). In the early 1970s, il an area 
was sell-sufficient in raw materials, it would 
be subject to local, rather than centtal 
planning and allocation. Provinces 
sometimes built lactones, disrupting 
production elsewhere There is the dramatic 
ease ol the Chekiang provincial leader who 
reluscd lo send raw materials lo Shanghai, 
declaring that "Chekiang is not a colony of 
Shanghai" (Lardy 1978, p 151.) In the pre- 
Rclorm years of 1970-78, the value of out put 
at constant 1970 prices output ol brigade and 
commune industries witnessed a 6-told rise 
from 6.4 to 39 0 billion yuan (Ronav 1992. 
P -1 1 

Thcobsei s alums of Fci Hsiao Tung 1 1986. 
pp 35. 12* and 150-521. an eminent social 
scientist who made many field trips lo rural 
and scmi-urban areas ol Jiangsu province 
from the 19 70s to the early |9K(K. are quite 
instructive By |966 there were only 281) 
rural industrial units in Yanchcng 
Municipality in ihc northern region ol the 
province, and the real lake-otf can be dated 
to (he mid-1970s In the lown of Xirita. 
Wujiang County, hindering ihc suburbs ot 
Shanghai, except lot one oil pump Lutois 
going back to 1958. all others weie posi- 
1975 Bui in the central region which is 
industrially more advanced than the north 
the first generation of 'simple' industries 
were set up in the late 1950s. and laid the 
foundation lor the luier generation ot 
modern, science and technology-oriented 
enterprises Although there was a general 
dissolution' in I960, the carls enthusiasts 
kept nuny ol the units alive The second 
pent idol development was in the earls 197th. 
and 'liberated development' began alter 
1978 

Almost as a LOiollary to the growth of 
TVEs. the central government revenues tailed 
lo keep pace with the growth ot thcci otiuiny 
It in 1979 total revenue amounted to 27 7 
pel ccnl ol the (INI’, it tell n> 18 7 pei cent 
in 1991 and 17.5 per cent in 1992 t/M 
Year hoot /V9f| While I have no aggregate 
Jjta on loc a! authorities' finances, Byrd and 
Qinsong 1 1999, p 796) mem rolled one city 
that obtained as much as 71 per ecru ot its 
extru-hudgetdry revenue Irom local 
enterprises and administrative dcpartmcnis 
Indeed, planning in China was never quite 
as ccnirafiscd as in the USSR Local 
governments allocated in 1980 as iiiikIi as 
42 per cent of steel 46 jicr cent of io.iI. t{i 
per cent of non.ferrous mclals. etc The 


Chinese system’, according to a World Bank 
economist, Tidrick <1987, p 176). ‘‘is an 
amalgam of hierarchical planning, cellular 
planning, and markets " It would be one¬ 
sided in emphasise the 'cellular' aspect, as 
Donnithome (1972) tended to: the Chinese 
never wanted to set up a ‘cellular’ economy 
with each ‘cell’ growing mainly on its own 
like 'an independent kingdom* fChandra 
1988,pp 124-29). I have already given several 
examples on how the central government 
has been intervening in a decisive manner 
in areas of ‘truly national* importance, and 
withdrew from those where central co¬ 
ordination is mil necessary Guangdong’s 
vice-governor was asked by a visaing US 
diplomat earlier I his year. 'How much control 
does Beijing have on Guangdong's plans'” 
The reply was categonc.il "None 
whatsoever" ( h‘l\HR. February 17, 1994, p 
45). I believe that the vice-governor may 
have boasted a little After all. punt ventures 
in Guangdong’s power sector had lo lv 
icvised drastically at Heipng's hehesi 

\III 

Central Planning and State 
Enterprises 

As the m.ukel torses weie increasing! 
.ic'iivised. ihc nature ol central planum 
underwent a mapir transtoimalion Thus 
lor whom the plan and the market ai 
necessarily antithetical lo each ot hoi woul 
conclude that the editlc” ol planning h.iv ,u 
hut crumbled hi China Hut ih.n would h 
ralhersimplisiic A good pari ol rhcii.kliiion,, 
planning system remains s cry muc h in place 

First and loremosi. ihc indiislnal scene i 
dominated by the state-owned onteiprise 
(SOF.si While commending the cxlicincT 
rapid. 210-lold expansion isince |97Si u 
private sector employment tv* 29 !u milli.u 
m 1 99 I, the Hri/mit Hr urn (June 20. 1994 
p 20) added ' As an iiiciejsingly nn;w»rt.»i 
coiii|HHienl ot the national econonis pi is,in 
economic eslablislimenls. at pioscnt are on. 
a iw/>/wYm<mtothc public Is owiK’drconmin 
which contmuc's lo be the leading fade 
doniuulmg the (ilelineot (he over all natioii.i 
ccoriorus tcrriphasis added) IH'spiie in 
relatively slowi-r growth the St >1 s •"! 
ac count lot about two thirds ot the inchoii;: 
output. Ihc ratio being even higher in lica.v 
and c.ipilal gocwJ. industiies 

Nexi ihc lion \ share ol iijIuo.' 
investments are still (lowing into ihc S< U 
Oul ot an aggiegale fixed itisestiMch’ 
l.lH< billion yuan in 1991 foi the wh 
economy, the SOJ-.s ,«nd slate "wn 
inslitulmrisgoi 4<i5 billion hi Iresli mscsi m 
and .iiiolbcr 219 billion lot updal"'. 
technology Ihc 1994 budget cnvisag 
total invesinieni in the economy ol 1 ' ' 
billion yuan, inc ludmg 875 billion yuan : 
theloniK't leaving 423 1'illion lot colic, i 
enterprises and ttiviiiutions as well .«' 
privjlc sccloi 1 llrijuig Revir h, April 
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1993, pp 22-23). Planning, above all, is 
about investment; the huge share of the 
SOEs implies a corresponding role for the 
planners, unless the SOEs are all autonomous 
and engaged in 'atomistic competition' 
between themselves. 

Funhcr, (lie central planners continue to 
allocate directly a large part ol the key raw 
f materials and machinery produced by the 
SOEs It is true that production quotas arc 
no longer fixed in a rigid manner. Singh el 
,il (1994) write: "the SOEs also benefited 
by fixing or reducing production quotas, and 
freely expanding and disposing of ahovc- 
; quota output.. During the l9X0s. 

| governments at all levels devolved decision 

| rights, risks and rewards to both stale 

I enterprises and TVEs A recent World Hank 

; survey |tound| A plurality of TVE linns 

! were authorised to make decisions in eight 

! out of the 11 areas covered by the survey 

! without consulting the supervisory 

f government agencies Stale tirrns typically 

j enioyecl autonomy in only live ol eleven 

| areas Lacking a format system ol laws, 

regulations and enforcement prtxeedings, 
noil-stale enterprises olten 1 in J themselves 
vulnerable to the caprice ol ollicnils while 
stale cruel prises use dose links to the 
L'ovcimncm to prniut. and wheie possible, 
enlarge their lull 'Evidently, central pl.trmeis 
have a considciahle s.is met the SOEs 
li also billows In mi the passage lust cited 
ih.it there prevails ,i plui.ililv ol prices lot 
a niimbei ol c tun .it gisxls. the quota output 
i, void .it a lower state determined price 
while the excess tele lies a higher value m 
Uu m.ukel In slmri the law ol one pine 
loi onccommovlilv l he hallmark ol a market 
iliiven oi ol a Soviet isjk- oveicenlialiseJ 
, 1 'iiiomv, ihx's not appls lo China 'Ilie 
vsieni is not imliketh.il mSuv lelagin iillnre 
une the kolkho/ruk lullilled Ins woik 
"I'iigatum at die kolkhoz, he counl devote 
las spare time lo ihe private plot and sell 
die pimIlls Is at ihe kolkhoz maikel at pi nes 
.cell aho’.i 1 those in stale shops 
I lieic is a lug question ni.uk ovet the 
Inline ol S< )Es ( UIk i.illv. some 40 percent 
' these enterprises in I not were m the red 
'/Oi/ing Weirew May 2 !‘i94 p *i> 

I I'ewheic even higher poicenuges are 
Mienlioricxl llowevei many ol the losing 
."iiicms, as notedearliei. mav not have lost 
in n Imancial muscle, having lucked awav 
" suuicCv m at 11 hale - ' and subsidiaries 
In ihe iiottli-eastern piovmce nt 
Ik ilongiiang.aa ordingtolhcWini/u n UVrtl 
| prmJuc rd m T/i« h oriormi rmin. August 
i I mu, p oi. some J million woikeis lost 
'lieu |ohs ui 1991 while m March 1994 
■ 't■out I,Ik)(IdO workers umk to the streets 
I'niesting against pav cuts, and Han 
I'ongoing, a Chinese laboui uciisisl exiled 
m Hong Kong, claimed that Ml million 
woikers were out he vet geo I uncmploy meni 
h th.ii were true, the woiklorcc in Ihe SOEs 
would In- icduccd by about one-hall, which 


is close to the percentage of loss-making 
concerns. Hadthc bankruptcy law discussed 
in earnest since 1986, were enforced, there 
would no doubt be a massive retrenchment 
Hut the same report regretted: “the 
government is hacking ofl from ambitious 
plans Incut subsidies as it would have caused 
more job losses" Similarly, moves to 
privatise unprofitable slate enterprises have 
been ' stalled because of government feats 
that ton many state assets will flow into 
foreign hands" Predictably. The h onomtsl 
I August 27, 1994, p 49; is equally unhappy 
"Olten unprolitable. always unwieldy. 
China's big stale turns cannot he rcstructred 
without foreign help" It rules that “China 
has tried lo limit foreign influence As 
officials are keen to protect 'strategic' 
industries, loreign ownership ot companies 
listed in ihe mainland" will not exceed 35 
[>cr cent 

On the whole I would discount tears of 
a massive closure or privatisation of the 

SOEsin die foreseeable future Dndoublcdly. 
the Chinese economic system is in transition 
The ideological commitment to preserve 
state ow nership over Ihe means ol production 
as die essericeot socialism'or eschesx private 
ow not ship, may have disappeared, hji there 
is still j strong will to restrict loreign 
ownership Once piivjtc capital acquires 
more clout the SOL m.magcis gam more 
autonomy. the regional leaders nibble away 
at central control, and so on. conditions 
would be ripe lor the system itsell to he 
transformed Not being a .rcsial gazer. I 
retrain Horn further speculation on whether 
or when su.ti transformation will lake place 

XIV 

The GATT 

W hat is China s stand on the GAIT’ 
Beginning wiih a briel examination ol ihe 
ptesent agreement. I seek to show how it o 
at variance w ith China’s plan market regime 
ending in a speculative note about the issues 
involved 

Tin <!A7T hmul Allot IVcember l y ot 
■ lien.etorili |i;st 'GMT 1 , has scsei.il 
Ic.itiires inimical lo developing countries 
comnmiecJ <o the traditional import- 
suhsiilutioii sii.uegy evt industrialisation, in 
most rases there are special provisions 
allowing them to remove the protective 
h.imers gr.xJuallv bv the vear 200 * ji j 
slower p.ivc than lot developed countries 
The single most imponant benefit tor the 
former group would be the abolition ol the 
Mulfilibres Ariangemcnt (MEAt urdcr 
w htch the ric h countries has e been pnxec ling 
their textiles anj gatments industries, by 
living import quotas tot developing 
countries, but these henclits, too. would he 
staggeicd. and ihe last 50 per cent of the 
batnets will disappear only in the final yeai 
of 2005 I wish to locus on the GATT system 
after 2005. selling aside the tiansiiional 


issues Briefly, the long-run disadvantages 
lor developing countries are as follows 
(a; So lar only the developing couniries. but 
not the developed onev. could impose high 
lanlfs and quantitative restrictions on the 
import of manufactures, il ii was thought 
necessary to promote specific mdustnev or 
lor a number of other reasons Now they 
cannot do so A developing country firm 
must Irom its inception be internationally 
competitive, or else n cannot come up il all 
II one lixiks at the current industrial scene 
in China, south Korea. India Hrazil ot even 
Japan il is doubtful it more than a handful 
of branches in the heavy and capital gixads 
sectors of China India or Japan would ever 
come into being had the prevent G ATT been 
in force from 1950 

(hi Government subsidies wiil be scverclv 
limited lor agriculture, manuladuring or 
industrial R and D Many developing 
countnes in the previous decades subsidised 
rhekey industries heavily intheimna) phase 
this would no in; ire be possible On industrial 
R and D giam turns in the rich .ountnes 
can allure! to spend far larger sums of R and 
D than their counterpart' in developing 
countries Mureo'cr. in many critical areas. 

R and DI in me cd through the detent e budget 
■ outside ihe scope of the GATT■ are actually 
carried out by private firms very often ihere 
is j civilian spin-off adding to their 
competitive advantage Most rv*. R and D- 
mtensive vectors will thus be monopolised 
by ihe developed countnes 
u ’ Free trade in agnculture -huuld equalise 
pn.es at- iss the coun.'ies it wil be 
reinforced by the requirement ;hat each 
country must impon at leasi a pc r cent ol 
itsjomcsbc cJerundlorthescprixJiAls Many 
developing .outlines were -o tar able to 
industrialise bv keeping agn.ultuial pne w 
lower than in the worlJ mark" tberef. 
enhancing the profile' !itv o' domestic 
manufacturing. r. j,suhelpedihcmtoexpon 
Mgher value.hJJecf nunctacturesraiheithan 
agricultural raw materials Herxe. .heliATT 
mas lead to a reiis. ation ol some agro-based 
industnes from developing to developed 
countnes L est this appears tartctchcd. let 
me cite the case ot steel exports by Japan 
and south kcucj. beich importing iron ore 
as well .o fuel from lai-flung sources By 
the scji 2005 when ihe MFA expires, 
icchiitcal piogirss in textile machioerx and 
micioclcctrorics mas make developed 
cevuntnes .c'tn|vetiiivc :r. h: prcxluction of 
textiles and gtrmenis 
(dil rvdei tbeC ATrix'counicv dis. nminate 
between domestic and toreigrv-owned 
onlcrpricrs impo'c a ceiling or foreign 
equity cuke in a fnm enforce a phased 
nunulacturmgprogismrneiPMPi or require 
foreign firms to balance their forrvgr 
e\i hangc inflow s ..rid exit flows China. India. 
Scxtlh Korea and cithers used these method* 
to lovte: the growihol i.x al firm* an.; Japa T 
until metros ’ctd p r twtnail» shui 
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foreign firms. Unrestrained freedom for 
transnationals will adversely affect domestic 
firms in a wide spectrum of industries with 
large economies of scale in manufacturing 
(e g. chemical ‘processing, cars and 
computers), ad verti sing, or access to finance 
(as in soaps/detergents, cigarettes, packaged 
tea or coffee or other agrofoods, healthcare 
products, pharmaceuticals). As Soburo 
Okita remakred during a visit to India in 
1992, there would be no Toyota or Nissan 
if transnationals had a free run in Japan 
from 1950. 

(e) So far the intellectual property rights 
(1PR) on patenting, copyright, and so forth, 
were established by each nation separately. 
Over the last 20 years the system of 1PR has 
been gradually harmonised between the rich 
countries, though the developing countries 
generally maintained their own systems. In 
particular, patenting of pharmaceutical and 
food products, fertilisers, pesticides and 
agricultural seeds could not be patented; in 
India, for instance, only the particular 
processes were given patent protection. The 
GATT basically follows the American model 
of IPR, which is likely to raise consumer 
prices and dampen the growth of developing 
country firms in a number of critical sectors. 
(OServices.too.have come under the G ATT 
for the first time. Banks, insurance 
companies, etc, will freely move from one 
country to another. In view of the large 
advantages of scale in these areas, there is 
distinct possibility of developing country 
firms, public or private, being swamped by 
the global leaders. This, in turn, will reduce 
the monetary and financial independence of 
developing country authorities; leveraged 
buyout of local firms by global giants in 
manufacturing may he accelerated. 

On all these points, the contemporary 
economic regime in China is in flagrant 
contradiction with the GATT articles. One 
may recall that besides the politics of the 
cold war. the basic incompatibility between 
the centrally planned and the market 
economies was put forward as a key argument 
to keep the Soviet-type economics out of the 
GATT. And China still remains a half-way 
house. To fulfill the GATT requirements. 
China will have to; (i) forego import control; 

(ii) stop subventions, overt or covert, to the 
SOEs as well as sectoral R and D institutions: 

(iii) scrap the system of centralised allocation 
of scarce materials to the SOEs, which leads 
to a multiplicity of prices for the same good; 

(iv) give up state control over prices of 
agricultural and inAfstruaLcommodities, so 
that the relative prices in China move closer 
to international levels; (vj dismantle the 
local planning system, leaving the TVEs at 
the mercy of global market forces without 
any local protection; (vijremove all obstacles 
against foreign investmentindiffercnt sectors 
of manufacturing and services; and (vi) 
enforce the new IPR regime. 


The Chinese leaden cannot be enthusiastic 
about The GATT Final Act, 1993, but had 
no' voice in its drafting. As Taiwan was 
thrown out of the GATT, China has been 
assiduously trying to re-enter the GATT 
since 1986. The US has now been authorised 
to conduct negotiations with China on behalf 
of the rest of the GATT signatories, and is 
dragging her feet over it. China, too, has 
been setting her own conditions. 

While the German Chancellor Kohl, 
according to the Beijing Review (July 18, 
1994, p 4). “pledged all-out support” for 
China’s entry into the GATT during Premier 
Li Peng's visit ioGcrmuny. Li Peng declared 
on the German TV: "One of the major 
preconditions which will enable Germany 
to tap the full potential of the Chinese 
market is that [Germanyl expands imports 
of Chinese products." Another Chinese 
minister stated that China wants to be 
treated as a developing country in the 
GATT, although “it cannot be ruled out that 
China will carry out some duties reserved 
for developed countries". On the foreign 
trade regime, the minister admitted that 
China is shifting from an administrative to 
a legal system. Significantly, she added' 
"Regulations help the GATT contracting 
parties to understand China" (Beijing Review. 
May 23, 1994, pp 5-6). As The Economist 
(August 6.1994) rightly noted, China's desire 
for a developing country status is to gain 
a longer breathing space belorc adapting her 
ruleson foreign investment. IPR. etc. Further, 
in 1992 GATT members agreed to readmit 
China letting in Taiwan. 

The officials from the US which suffered 
a trade deficit of$ 23 billion with China in 
1993. bemoan the fact that China has not 
even published her import quotas for 
manufactures; further, the customs regime 
is strange - there arc different rules in force 
at different ports (The Economist, August 
6, 1994). The spate of US-inspired studies 
on misinvoicing in China's foreign trade is 
meant to prove that the country has been 
enjoying a larger trade surplus than reported 
in its customs data; thts would strengthen 
the case for declaring China as a developed 
country. 

On at least one point, namely, the IPR, 
China has been repeatedly telling the world 
that she is honestly implementing the 
provisions (Beijing Review, June 20, 1994. 
p 8ff). Thus a Chinese firm selling fake Ray- 
ban glasses was fined 3,00,000 yuan and had 
its goods and equipment worth 5.40,000 
yuan seized by the authorities (Beijing 
Review, July II, 1994, p 16). On the other 
hand, after two yean of legal battle, aChinese 
court fined a Shenzen company just S 250 
in December 1993 for pirating Microsoft 
software; the amount was later enhanced to 
$ ?,500 (FEER. May 19, 1994, p 55). 
According to the International Intellectual 
Property Alliance, Washington, American 


firms estimated their overall loss in 1993 
from 'piracy' at S 800 million, including $ 
322 million due to software alone, from 
China. The corresponding figure in$ million 
for bther countries were; 952 and 854 from 
Japan, 423 and 371 from South Korea, 192 
and 95 from Indonesia, 191 and 81 from 
India, 155 and 38 from Thailand. 150 and 
106 from Taiwan, and so on. Japan’s total 
excludes the loss from piracy of ‘records and 
music’ for which no data are avai table (FEER, 
May 19, 1994, p 55). 

'Hiis last piece of ‘evidence’ is quite 
revealing. Apparently, Japan. South Korea 
and China are by far the worse offenders, 
and yet none of these countries were vocal 
opponents of the IPR. Japan, in particular, 
has been widely accused of excessive 
protectionism to minimise import ol 
manufactures, which led to mammoth trade 
surpluses over the years, especially against 
the US More than one US president have 
threatened to retaliate, and did obtain 
- significant concessions by way of ‘targeted 
imports' (in violation of GATT principles) 
of US manufacturers. Yet the problem 
persists. For. the US has lost her economic 
hegemony, und a full-scale trailc war with 
Japan may cost her dearly. 

The same applies mutatts mutandis to 
China. What makes China so different from 
other developing countries, is the sheer size 
of the economy and its impressive growth 
in GDP and toreign trade. She has emerged 
as a major importer of goods worth $ lf)0 
billion in 1993. During 1992 and 1993 
China’s import rose by over 25 percent per 
annum, and an increasing proportion of the 
total came from the Pacific region "China 
has become the principal engine of growth" 
in the Asia-Pacific region, according to 
Pacific Economic Outlook, a report for the 
inter-governmental Pacific Economic Co¬ 
operation Council (better known as APECi 
for 1994 (FEER. June 23. 1994. p 59. 
emphasis added) The leaders ol G-7 
countries are making a bee-line to Beijing 
in search of multi-billion-dollar contract 
In the US alone, several hundred thousand 
skilled jobs in hi-tcxh areas apparently depend 
on Chinese orders. After a great deal of noise 
about human rights in China, president 
Clinton was compelled to renew the MFN 
treaty with China in mid-1994. Above all. 
the OECD is going through us worst evci 
economic crisis with stagnating GNP and 
massive unemployment. They are jusi 
incapable of pressurising the Chinese leader- 
to adopt the GATT system at a faster pau 
than the latter are wont to. 

Nor is it clear that the west really wants 
China to hasten greatly the pace ol 
adjustment. Notwithstanding the sell 
righteousness of the mandarins at the World 
Bank and the IMF, ‘the big bang' approai t< 
to transition from central planning to 
marketisation and privatisation in the c\ 
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USSR and Poland has been a fiasco. While 
.production has collapsed and social misery 
accentuated manifold in these countries, the 
west has gained very little by way of trade 
orinvestment opportunities. By any criterion 
other than that of free market ideology, the 
big bang approach has been a ‘deadweight 
loss' for all concerned. On the other hand, 
the west or Japan did not have much of a 
stake in the USSR or East Europe by way 
of trade or investment; hence the tragedy did 
not pinch their pockets, except in the special 
case of East Germany. But China is a different 
story altogether. Alexander Haig, the former 
US secretary of state, is now lobbying for 
China, promoting in particular US 
investments in Guangdong; recently he said 
that he “welcomes China’s entry into the 
GATT’, but did not want to “exaggerate the 
benefits to China of membership ” (Beijing 
Review. July4,1994,pi2)(emphasisadded). 

This last statement could as well come 
from the Chinese leaders. Why should they 
abandon their half-way house and embrace 
the laissez-faire philosophy enshirined in 
the GATT’ Quite apart from the ideological 
‘overhang’ of communism, there is no 
objective reason for them to make a volte 
face. Against the last few decades of relative 
stagnation under the old regime in the USSR 
and east Europe. China's performance has 
been sparkling. I can think of no nation in 
the world that opted for a systemic 
transformation in a period of unprecedented 
prosperity. How can China privatise her 
SOEs in the next 10 years unless she is 
willing to let foreigners take a grip over the 
commanding heights of the economy? Can 
whatever remains of central planning be 
given up in favour of atomistic competition 
through the market alone - without disrupting 
the chain of production? Even if there were 
no ideological opposition, restructuring 
through the induction of foreign and domestic 
private capital into the SOEs would certainly 
lead to a massive fall in output and employment: 
no leadership can countenance the economic 
and social turmoil that would ensue 

Then there is the question of local 
authorities. Decentralisation of political and 
economic power in contemporary China has 
gone very far with deep historical roots. 
These organs are in some ways like quasi¬ 
states. far more powerful than the state 
governments in India or the US. Even if the 
central leaders are willing, the local 
authorities may not give up their planning 
role and take directives from the market 
alone. They also shoulder a special 
responsibility not borne by the states in India 
or the US. Despite the phenomenal increase 
m employment in rural enterprises to more 
than 100 million in 1992 (Beijing Review, 
October 24, 1994, p 12). the problem of 
surplus labour in rural China is extremely 
acute. At least 20 million of them are roam i ng 
around from place to place hi search of jobs. 
Estimates of surplus rural labour reach up 


to lOOmi\\kn(ReteertvponmThe Economic 
Times, October 28, 1994, p 2). Since the 
local authorities are directly responsible for 
the well-being of the local population with 
little assistance from the centre except during 
emergencies, and derive a large part of their 
incomes from the operation of enterprises 
within their territories, it would be suicidal 
on their pan to leave the fate of the TVEs 
to the impersonal market. 

My own reading is that China is likely to 
join the GATT, and hopes to emulate Japan, 
infringe upon many of theGATT stipulations 
even after 2005. but keep tinkering all the 
time with her economic system at the margin. 
At the November 1994 meeting of the APEC 
forum in Indonesia. China refused tocommit 
_herself to regional free trade as late as the 
year 2020; Japan took the same position 
(The Economic Tunes, November 4, 1994. 
p 2f In view of the opaqueness in the structure 
of the SOEs and TVEs (‘multiple motherv 
in-law’), a legal system very different from 
the Euro-Amencan one. the over-arching 
.’role of the Communist Party in all spheres 
of life, and so on. it would be wellnigh 
impossible for an international body like the 
GATT (or its successor. WTO) to police the 
economic transactions between authorities 
at various levels and the firms in their charge 
When glaring anomalies are brought to light. 
China will make appropriate concessions as 
Japan has been doing. 

XV 

ConciusRin 

For all the economic successes of the past 
15 years, the Chinese leaders are haunted 
by the spectre of social upheaval. Vice- 
premicr Zhu Rongji admitted that coastal 
areas of the country have developed faster, 
though in "recent years.. some inland areas 
have also experienced rapid development”. 
He hopes that the distribution of income 
"will be regulated" by reforming the income 
tax system, and "perfecting" the social security 
system. 'Thus maintaining the social stability" 

(Beijing Review, July II, 1994, p8ff). 

What were wrong? With its monetarist 
obsession, the western press is obsessed by 
the menace of inflation, now running at 20- 
30 per cent per annum in the major cities. 
The Chinese do not underplay it, but an all- 
out fight against inflation is neither necessary 
nor desffiMe. An opinion poll conducted in 
October 1993 by the market research firm. 
Horizon, found that 75 per cent of 1.539 
respondents from Beijing, Shanghai and 
Tiajin felt that ‘inflation was outstripping 
their income growth'; yet for 64 per cent of 
the total, inflation was ‘bearable', and more 
than one-half dismissed the possibility of 
widespread hoarding of food at in 1988 
(FEER, March 3,1994, p 53). Subsequent 
reports paint a similar picture. The inflation, 
in any case, is not disrupting production or 
inv est men t . 


A second source of latent tension is the 
absence of trade unions to defend workers' 
legitimate interests and the prevalence of 
appalling working conditions in innumerable 
enterprises. Officially, out of 1,70,000 
foreign-funded joint ventures employing in 
1993 over 10 million workers, trade unions 
covered barely 12 per cent of workers. In 
4,00,000 township enterprises employing 
25 million workers, just 8 per cent are 
unionised (Beijing Review, July II, 1994. 
p 7). Creating trade unions may not be 
enough. As the Business Week (reproduced 
in The Economic Tunes, August 1, 1994, 
p 9) remarked, the All-China Federation of 
Labour is just a pliant tool of the government, 
and not much can be expected without strict 
vigilance by the government. Working hours 
are often excessive, causing a large number 
of accidents. Guangdong alone officially 
reported 45,000industnal accidents in 1993, 
claiming more than 8.700 li res. The situation 
is grave as foreign ventures now employ 
millions of workers in the whole of China. 
Although the official media have targeted 
firms with Hong Kong capital. others believe 
that mainland Chinese in vestors running joint 
ventures inside the country through Shell 
companies in Hong Kong, are among the 
worse offenders. In my view, the Chinese 
leaders may take corrective measures to sump 
out overexploitation of labour without 
jeopardising growth prospects. In South 
Korea. Taiwan, etc, conditions were no less 
deplorable initially; a gradual amelioration 
did not cause a rapture in the dynamics of 
these economies. 

More intractable is the question of 
unemployment According to official data, 
urban unemployment is on the wane, the 
number in million declining from 5.4 in 
1980 10 3.6in 1992(SrymgReview.October 
24.1994, p 22). In the absenceof substantial 
unemployment benefits, these numbers may 
not mean much. The real threat comes from 
rural areas on which some figures were 
given in the previous section. It can become 
explosive unless ways are found quickly 
enough to create productive jobs in cities 
and villages and stem (through economic 
measures) the inflow of surplus rural labour 
into urban areas. Despite the great 
achievement of the TVEs. I am sceptical if 
'full employment' even at compara ti vely 
low wages can be attained in the foroseesMc 
future. Hence the accent may shift to welfare 
schemes to contain antagonism as b et w e en 
social classes. 

As for the distribution of incomes, there 
is a silver lining. The number of the poor 
(annual) income per capita in 1993 of leas 
than 360yuan) mofficial headcount.dropped 
sharply from 250 mithon m 1978 to over 
80 million tn 1993. Yes the disparities art 
still stoking. Children at prominent schools 
in Beijing and Otengdu (pend annually up 
to 10,000 yuan on tuition, but many in 
Shutchung County. Guizhou province. 
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cannot attend schools charging 60 yuan per 
month in fees (Beijing Review. May 16. 
1994. pp 7-9). 

Progressive taxation to reduce inequalities 
is still at its infancy. Currently, a Chinese 
citizen earning more than 800 yuan per 
month has to pay income tax: the threshold 
is higher at 4.000 yuan lor foreigners, and 
the maximum tax rale is 45 per cent tor all 
individuals. Capital gains on trading in stocks 
lshares) are tax-exempt. The total collection 
of personal income taxes Irom citizens and 
torcigncrs amounted to just 1.5 billion yuan 
in the first quarter of 1994 {Beijing Review. 
April 26. 1994. p 96). How good was the 
tax effort? A recent official survey estimated 
the number of Chinese households with an 
annual income exceeding 5().(XM) yuan at 5 
million, of which over 20 per cent earned 
more than 1.00.000 yuan [ter family {Beijing 
Review. September 19, 1994. p 29). From 
the latter set of figures. I make (he following 
guesstimate: the average annual income in 
yuan was 75.(XKJ for the first 4 million 
households, and 1.20.000 for the remaining 
I million households: hence the two groups 
Hilda combined quarterly income of 1.03.000 
(= 18.250 x 4 + 30 x 1) million yuan. Since 
lower incomejtroups (9.600-50.000) were 
also taxable, the income tax collated Irom 
the rich (50.000 + groups) in Januury-March 
1994 was just above I per cent ol their 
income. This simpleexercisc reveals that the 
'threat' of income tax is a paper tiger m 
China today, notwithstanding the pious 
wishes of the leadership. One gels an idea 
of disparities when one looks at the earnings 
of Shcnzcn workers, currently putting in 12- 
13 hours a day lor one yuan < 12 US cents) 
per hour {FEF.R, June 16. 1994, p 35). In 
real terms lhai is not higher than the daily 
Wages of an unskilled labourer in Calcutta. 
Average annual wages in 1992 ol 
employees' in all sectors stood at 2.713 
yuan, while those in agriculture and industry 
were respectively 1.725 and 2.774 {Beijing 
Review, October 24. 1994. p 19). 

I can think of two reasons why the 
authorities are so half-hearted in the matter 
of income taxation. First, like their 
counterparts elsewhere, the Chinese rich are 
reluctant to pan with "hard earned’ wealth 
by way of taxes. Being well connected to 
the political apparatus, most of them escape 
the tax net. More important perhaps is the 
belief ol Deng Xiaoping and his followers 
in the notorious 'trickledown theory’: let 
some people get rich today, and gradually 
wealth will spread to the rest ot the society. 

It could he a legitimate reaction to the ’iron 
ncebowl" dogma of earlier years when there 
was littlecorrelationjictwccnan individual’s 
effort and his earning so that workers had 
little incentive to contribute to the social 
output to the best of their ability But that 
contradiction persists to this day in a new 
form. With so many opportunities lor 
» speculation, corruption, and so on. there is 


till nocorrelation bet ween effort and earnings, 
which gives rise to popular hostility against 
the nmivetiiu riches. This revulsion, in turn, 
springs to a large extent from the socialist, 
egalitarian ethos whieh struck deep roots 
among the people. 

There are no decisive arguments, 
theoretical or empirical, vindicating either 
egalitarianism or its opposite. II the post- 
1978 acceleration in China's growth is 
attributed to the introduction of the market 
and a flexible incomes policy, invoking the 
logic of pm/ hoc ergo profiler hoc. the same 
lactors must also he held responsible for 
what Ellman (1994) appositely calls 
kaiiistroika (catastrophe in the wake of 
perestroika) in the ex-USSR. Moreover, 
according to president Clinton's economic 
advisors, in the 1960s the marginal income 
tax peaked at 80 per cent as against 30 per 
cent in the post-Reagan era when economic 
growth slowed down considerably. On a 
more 'practical' plane, one might reckon 
that 'homegrown' capitalists are needed to 
deal effectively with the international 
bourgeoisie. Should influential persons be 
helped to steal state property (see above) in 
the process'* Beijing Review (July I I. 1994. 
p 6) complained that many local authorities 
reselling off assets to pn vale linns, domestic 
as well as foreign, soon' there will ho a law 
to present the disposal ol slate property 
worth S> 352 billion. Was it essential lor 
Chinese managers to book prolns running 
into millions ol dollars, through insider 
trading before their companies were listed 
on the Hong Kong Stock Exchange? Scores 
of Soviet professionals since the 1920s had 
commanded the respect ol western 
industrialists and bankers lor their business 
acumen, without bjvmg amassed personal 
lortuncs The same is probably true ol alarge 
number of contemporary Chinese specialists, 
including the present vice-president Rung 
Yiren The 'pragmatic’ logic is |usi as fragile 
as others. 

It I remain sceptical about the need’ lot 
millionaires in a developing economy. I 
would not go to the other extreme and assert 
that China during the Cultural Revolution 
hud a socially optimal' distribution ol 
income That the latter was socially left to 
be more fair, is beyond dispute, and that 
constitutes a major source ol social tension 
No one swearing by democracy can honestly 
ignore such sentiments unless there is 
sufficient evidence that these are in conflict 
with the 'transcendental’ goal of a more 
rapid growth, such evidence does mu exist 
Western media have carried news about 
peasant unrest in China lor the past couple 
of years 'Tlte problcmol relieving the burden 
on peasants is not only an economic problem, 
but also a political problem". The People's 
Daily recently admitted in a Iront-pagc 
commentary. The Associated Press further 
reported that local authorities were milking 
peasants for road construction, irrigation 


facilities, etc. Against rampant exactions, 
the Centre fixed a ceiling of 5 per cent lax 
on peasants' incomes, and banned the levy 
of dozens of fees toward 'social stahi fixation’. 
‘toilet management', etc {.The Telegraph, 
November 6. 1994, p 3). In 1993. China's 
Economic Ikiilx published a survey report 
indicating that peasants paid local taxes and 
fees amounting to under 25 per cent of their 
incomes: The Eionomisi (May 8, 1993, p 
29) correspondent i nlervicwcd some working 
peasants in Sichuan who claimed to have 
shelled out ax much ax 35-40 per cent of their 
income. There is little doubt that the levies 
on peasants far exceed the maximum 
stipulated by the centre, which may be 
contrasted with less than I per cent income 
tax collected from the urban rich. 

Despite much popular discontent, the 
flashpoint may not he reached it Ihcirajcctory 
ot economic growth does not taller in its 
course. 1 .caving aside a couple ol hundred 
million persons living below or gist above 
the absolute poverty line, the overwhelming 
majority, especially in coastal areas, have 
experienced a dramatic rise in disposable 
income and consumption Per capita 
consumption in jieasaut liouseholds increased 
in real terms by 7.85 per cent per annum in 
1978-90, though the rate had dropped sharply 
to a mere 0 2 per cent in 1988-90 1 Islam and 
Heui 1992) The urban Icvclsol livingshould 
have expanded even taster This majority of 
workers and peasants, not to speak ol ihe 
nouveain riches and the Communist Party, 
have a slake in the status quo. But upheavals 
can take place even in the midst of plenty, 
as witnessed in lire- mighty wave ol youth 
and student protest in France. Germany. 
Italy and l'S dining the 'swinging' 1960s 

Whal lessons, it any. can be drawn Irom 
China's experience’ The foundations ol 
China's giowth. I mav recapituluio. were 
internal in nature and access to foreign 
marketvprovided a vital outlet, helping the 
couniiv to tide over numerous internal 
bottlenecks Die access was predicated upon 
China's informal political alliance with the 
US. Nixon’s visit in China in 1972 look 
place just as the Vietnam war was hotting 
up much to America's discomfiture: and 
Deng's voyage to America in early 1979 
coincided wiih Ihe Soviet invasion ol 
Afghanistan Like Japan. Taiwan and South 
Korea in the previous decades. China's 
privileged entry into the US market cannot 
he explained in isolation from the Sovici- 
Amcrican cold war. After the collapse of the 
USSR, nocounlry is likely toohtam political 
and economic favours on a similar scale 
In any case, the prolonged recession in 
the G-7 countriesisltkcly toturuthemeven 
more protectionist, notwithstanding the 
GATT. Hence another miracle cannot be 
expected round the corner. 

Above all. China's experience illustrates 
most vividly Ihe contemporary relevance ol 
'economic self-reliance' ax the motor of 
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growth in a developing country. Barring 
shorter or longer spells, other east Asian 
countries like Japan, South Korea andTai wan 
had followed the same path. Self-reliance 
does not rcter to a closed, autarkic economy 
as alleged in neoltberal caricatures of the 
idea; it implies simply a balanced two-way 
How of goods, services and capital with the 
rest of the world. Concretely, developing 
countries that had a plan frame, can avoid 
the pitfalls of katosiroika and learn from 
China the following: (a) In encouraging 
domestic market lorccs, a propersequencing 
of measures is crucial for the plan frame to 
remain effective and yet more flexible, (b) 
Any new policy that may disrupt domestic 
production, investment and employment 
even in the short run, should be avoided 
unless the long-run benefits in all three 
respectsareclcurly demonstrated, (c) A long- 
run equilibrium in the BOP current account 
ought to have a binding constraint so that 
imports and foreign capital flows arc 
regulated accordingly. Developing countries 
that never had a plan frame should create 
one. not by administrative fiat, but by 
evolving a national consensus. On the other 
hand, small countries in Asia. Africa or 
I aim America, cannot have meaningful plans 
unless they lorm large regional blocs, 
independent of the global triad All these 
prospects are dim so long as the vast majority 
of developing countries remain under the 
surveillance ot the Fund-Hank duo 
It is ironic (hat influential government and 
business circles in India have been hankering 
alter a berth in the NAFTA. EC. APEC, and 
even ASEAN, without any positive response 
Irom the other side Curiously, when the 
Chinese Ambassador to India recently 
mooted the idea ol a Sino-lndian trade him. , 
our officials were nonplussed. Only a hundlul 
ol lorward-looking Indian businessmen arc 
cxpandingconiucts with China through irade 
as well as joint ventures 
The story of China has no less relevance 
lor the rich countries. Guided by the myopic 
and narrow business Interests ol (heir own 
transnationals, the so-called 'national 
champions', these governments have become 
prisoners of monetarism: they seek to 
overcome domestic demand deficiency by 
'prising open - the markets of dependent 
countries in different corners of the world. 
In the short run. (hcirexpurts and investments 
abroad may go up; but insofar as domestic 
resources in the importing countries ate 
replaced by imports and 'devaloriscd' in the 
process, their growth rate must come down. 
In subsequent rounds, their capacity toabsorb 
imports from the rich countries will alsu 
diminish, accentuating recession on u global 
scale. China which refused to embrace 
ncoliberal theory, offers the almost perfect 
counter-example. Her balanced two-way 
trade and investment with the G-7 countries 
created over time far greater business 


opportunities than the latter's dealings with 
a whole host of indebted developing countries 
taken together. The attitude of the 
governments is no different from that of 
Harvard students attending theclassof Robert 
Reich, the present US secretary of labour; 
they preferred both America and Japan to 
grow at 1 per cent a year, rather than Japan 
leapfrogging at 3 per cent against 2 per cent 
for the US {The Economist, reproduced in 
The Economic Times. November 4. 1994, 
p 7). To get over their own recession and 
clear the frightening backlog of 35 million 
unemployed in the OECD region, the rich 
nations have to abandon their basically 
neomercantilist, heggar-thy-neighbour 
approach masquerading as liberalism, and 
appreciate thui a prosperous, rather than an 
impoverished, third world creates more 
propitious conditions for their own progress 
in the long run. Policy instruments have to 
be drastically redesigned to enable an ever- 
tncrcasing proportion of mankind to 
participate in the process of development 
without sacrificing ihcir independence and 
dignity. Bui. alas, the political prerequisites 
lor such rethinking do not exist in thecitadels 
of global power. 

11 benefited from discussions with Sushd 
Khann;i. research assistance by A K Singha. 
and financial support Irom the CMOS. IIMC | 
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Itansnationalisation of Hurd World State 
and Undoing of Green Revolution 

Meera Nudi 

The current internationalisation of capital has the effect of transforming the state into a ‘transnational state' in which 
domestic, social and political relations are increasingly shaped by global capital circuits. In contrast to the green revolution 
period, the current phase of internationalisation of agribusiness impedes the ability of third world states to formulate self- 
sustaining and pro-poor agricultural policies. 


I 

Introduction 

STUDIES of science and technology policy 
presuppose a pivotal role for sovereign 
nation-states in generation and advancement 
of new knowledge. It is true that it has never 
been possible to contain scientific ideas and 
technological advances within the boundaries 
of nation-states: new ideas tend to spill over 
beyond their place of origin into distant lands 
through relatively peaceful (eg. trade, 
licensing)orcoercive (eg. colonialism) means 
of technology transfer. Yet, the original 
impetus for scientific research and 
innovations has been assumed to originate 
from individual nation-states, each 
responding to its internal balance of class 
power and social needs. Radical and liberal 
chroniclers/critics of science and technology 
alike tend to give pride of place to the state, 
both as a source of new innovations and as 
a source of checks and balances on the use 
of these innovations. 

But recent and ongoing changes in the 
global economy suggest that states can no 
longer be assumed to be autonomous 
"national communities of fate”, that govern 
themselves and determine their own future 
[Held 1991: 142']. The current inter¬ 
nationalisation of capita] has the effect of 
transforming the state into a “transnational 
stale” in which domestic, social and political 
relations are increasingly shaped by global 
capital circuits. The resulting tedefiniuon of 
the state, in which “policy choices and 
regulatory frameworks are increasingly 
governed by needs for global competitiveness 
rather than national coherence” [McMichael 
1992:344), calls into question the prevailing 
conceptions of the stale in the state-centred 
paradigm of science and technology policy 
studies. 

Even though transnational states continue 
to claim the same formal political sovereignty 
over decisions related to‘national' economy 
and growth as enjoyed by the classic nation¬ 
states, their actual autonomy in policy-making 
and national regulation has been severely 
eroded by the structures of the global 
econo my This disjuncture between formal 
political sovereignty and actual autonomy 
over policies that affect local/domestic afTai rs 
is especially troublesome for third world 1 
states, which have historically been 


subordinated to the industrially developed 
core countries through colonialism and 
imperialism. Transnationalisation makes 
these countries' policy-making apparatuses 
increasingly subject to the vagaries of 
international economic and technological 
forces. 2 Under these circumstances, national 
governments are forced to curtail their 
traditional - and in the developmeatalist 
states of the third world, essential - functions 
of protecting national markets in money, 
labour and commodities. This retrenchment 
of the state is simultaneously a result of, and 
a cause of, (further) subordination of national 
priorities to the international market dynamic. 
In third world countries, this implies a gradual 
undermining of goals of development and 
need-satisfaction. 

This paper aims to examine the impact of 
the current phase of internationalisation of 
agribusiness on the ability of third world 
states to formulate self-sustaining and pro¬ 
poor agricultural policies. It is argued here 
that compared to the earlier period of 
agricultural modernisation - the so-called 
‘green revolution’ - the current phase does 
not allow agricultural innovation policies to 
beguided by national development priorities. 
Public institutions which shaped the green 
revolution policies, both at the level of 
national governments and in international 
agricultural research organisations, are 
shrinking in importance and are in the 
process of being replaced by unregulated, 
transnational market forces. 

In order to make this case, the paper first 
describes the contours of the emerging food 
regime in which transnational capital is 
dictating, and even replacing, national 
policies. Here, the emergence of the so- 
called ‘new agricultural countries’ (NACs) 
will be discussed. The 'new agriculture’ of 
selected third work) NACs (notably Mexico, 
Brazil and Chile in Latin America, Thailand 
and increasingly India in Asia) is ‘new’ only 
insofar as it replaces colonial commodities 
(bananas, sugar, cotton, etc) with new Aports 
(fresh fruits and vegetables, flowers and 
poultry and meat products). The new 
agriculture, it is argued, serves to articulate 
local production relations in the NACs to the 
world economy more closely than colonial 
agriculture ever could, and thus causes an 
even deeper disarticulation of agriculture 
from the needs and lives of the local 


populations. The emergence of NACs i 
discussed in the context of the larger change 
in the world economy. 3 The next section trie 
to provide a theoretical understanding of th 
process of transnationalisation of the state 
including the policy-making options open u 
the state. The final section examines indelai 
three policy arenas which are in effec 
unravelling the national development polieie 
encoded in the green revolution. These polic 
arenas include state support for agriculture 
contract farming as a substitute for state 
supported extension services: and lh< 
changing division of labour in agricullura 
research. The paper concludes with somi 
thoughts on tbc implications of these polieie: 
for the idea of development. 

Although this paper docs noi directly sc 
out to understand the changes in (ndiai 
agriculture, it is hoped that an analysis o 
the older, well-established NACs in Latii 
America (especially Mexico and Brazil) wil 
help understand the entry recently of Peps 
and other transnational agribusinesses it 
India. 

II 

Transnationalisation of 

Agricultural Production 

Any mention of the ‘global economy 
generally evokes an image of a globa 
assembly line, churning out manufacturer 
goods from garments to cars, ll is not fulls 
appreciated that changes in the work 
economy have globalised agricullura: 
production as well. Internationalisation cl 
the agro-food industry works roughly on 
these lines: selected third world ‘Newh 
Agricultural Countries' or NACs 4 specialise 
inexportsoflabour-intensive 'luxury' crops 
- off- season and exotic fruits and vegetables, 
frozen juices and fresh cut flowers - in 
addition to export of animal feed, bed 
poultry and fish, etc, while the industrialised 
countries of the north specialise in expon <>( 
’basic' wage-foods, c g, wheat. 

This configuration is fundamental!) 
asymmetrical, for as McMichael and Mylar 
point out, "while the South's agto-food 
production is reoriented to higher value 
markets overseas, the North exports (indeed 
dumps) its domestic surpluses. The former 
compromises or pre-empts a coherent nalk>iul, 
agricultural sector, while the latter express''! 
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the highly protected agricultural sector of the 
metropolitan nations” [1990: 671. This is 
what leads to the paradoxical - and cruel 
situation exemplified by Mexico which has 
become a major agricultural exporter of 
‘luxury' commodities but has to depend on 
import of foodgrains to meet local food needs 
fBarkin 1987], Agricultural policies in these 
NACs have become “denationalised" 
[McMichael 1992:354], which is to say, they 
have become disconnected from the idea of 
national self-sufficiency in food. The ability 
to satisfy the food requirements ot the 
population through local production was the 
motivating idea behind the green revolution. 
Clearly, the rules of the old "food regime"' 
do not work anymore. 

But while this asymmetry and impon- 
dcpendence of the third world is not new. 
something qualitatively different from all 
earlier stages of capitalist agriculture is 
happening to world agriculture This new 
clement has been described by William 
Friedland as a movement from ‘polyglot 
local farming practices to concentrated 
corporate-capitalisiugr/cu/firra/production. 
|it] movement from rural farming to industrial 
agriculture" (1991:3). AlI earlier agncultural 
practices, from family (or peasant) farms to 
the ‘Fordisf extension of chemical and 
mechanical agriculture (the typical green 
revolution agriculture) arc giving way to a 
highly industrialised and capitalised food 
sector which uti liscs generic foods culti vated 
anywhere in the world for the production of 
processed foods, or simply as commodity 
links for production of beef and other animal - 
based food items. This basic change is well 
described by Friedland. 

The present situation is One in which the 
connotations of ‘farming' - in particular 
rurality and community, hut also other 
categories that ore limited to national econ¬ 
omies. nation-states and national societies 
- are giving way to vertically and horizon¬ 
tally integrated production, processing and 
distribution of generic inputs tor mass 
marketable foodstuffs (1991.3-4). 

Before we examine the changing nature 
of state policy-making that has allowed the 
new food regime to emerge, it will be useful 
to take a closer look at (a) NACs and how 
they arc articulated to transnational 
agribusiness: (b) how food production in 
NACs has become disarticulated from the 
needs of the populace for food; and tc) the 
historical evolution of NACs. 

New Agricultural Countries (NACs) 

Thesecountrie.s have emerged as exporters 
of the so-called ‘non-traditional' food, feed 
and horticultural commodities sold under 
major transnational brand names to the world 
market, including markets in North America. 
Europe and Japan (and increasingly Hong 
Kong as well). Luxury food production 
accounted for a quarter of the third world's 
^total processed food output in 1980, making 


it one of fastest areas of industrial grovHh 
(McMichael and Myhre 1990]. As In 
manufacturing, not all third world countries 
are equally incorporated in this circuit: 
sourcing is limited to a handful of middle- 
income third world countries, and based upon 
their 'comparative advantage' in climate and 
labourcosts, different countries are emerging 
as specialised sources for particular items 

Latin American countries, for instance, 
satisfy the growing taste of North Americans 
for year-round tresh tomatoes, lettuce and 
table grapes and for more exotic fruits and 
vegetables. In 1990, the US imported more 
than$ 1.6 billion worth of fresh and processed 
vegetables from Mexico alone. Mexico now 
provides nearly half of all fresh tomatoes 
consumed in the US along with temperate 
crops such as asparagus, broccoli, cauliflower, 
etc. Chile is a major off-season exponer of 
fresh fruits during the northern hemisphere's 
winter months. Table grapes, apples and 
pears account for roughly 90 per cent of 
Chile’s total expon volume, though it is 
diversifying into speciality fruits such as 
apricots, cherries, nectarines, kiwi fruit and 
avocado. Brazil is the world's largest frozen 
orange juice exporter. Frozen juice makes up 
Brazil’s third most important agricultural 
export after coffee and sovbean The 
Caribbean countries, especially Costa Rica, 
the Dominican Republic and Guatemala 
have become the major exporters of fresh 
and fozen vegetables and juice to the US 
In addition. Colombia has emerged as the 
world’s second largest exporter ot fresh cut 
flowers (after Holland), with nearly 80 per 
cent of its flowers headed to the l'S |Llamhi 
1993). 

Similarly, African and Asian countries are 
beginning to supply luxury food markets in 
Europe. Asia (mostly Japan and Hong Kong) 
andthcoil-nch Middle East countries Kenya. 
Zimbabwe and South Africa are hig fresh 
produce and flower exporters to England. 
France and western Europe Malaysia and 
Thailand are emerging as agro-exporters 
for Japan and Hong Kong Thailand is 
increasingly seen as ‘Asia's supermarket' 
and is beginning to supply not just fresh 
produce but also animal feed and broilers to 
Japan and other countries [McMichael and 
Myhre 1991] Other third world countries 
are joining the ranks of NACs. The 
government of India, for instance, entered 
an agreement with Pepsi Company in 1988 
to let it set up two industrial facilities tor 
processing fruits and vegetables to he 
specially grown for processing m Punjab, 
(he largest gram producing state in the 
country. Pepsi will not only process the 
produce, hut also organise the production 
through contracting the local farmers 
[Chakravuny 1989],* (More on contract 
fanning below.) 

The imponlnt point to note is that non- 
traditional food exports in all NACs are 
vertically integrated into major transnational 


agribusinesses. Being perishable, fruit and 
vegetables (and ot course fresh-cut flowers) 
require capital-intensive coot chains' which 
maintain chilled temperatures from the point 
of origin to the point of sate. Major and well 
knownTNC's. including household names in 
North America like Dole and Chiquita, have 
been able to provide the infrastructure and 
co-ordination needed lor this business. Some 
of these TNCs, like Chiqutta. Del Monte, and 
Dole, started out in banana (and pineapple; 
production in the Caribbean and South 
America and have only recently diversified 
into fresh fruit and vegetables ' Some new 
agribusinesses like the Polly Peck and Albert 
Ftshet Group (both UK-basedi corporations 
have no previous experience in traditional 
third world food exports 
Another highly iransnaiionalised and non- 
traditional food expon from the third world 
includes Iced for livestock production. 
Livestock production in the industrial 
countnes has changed from being a national 
sector to a transnational big business linked 
through corporations to farms and iecdlots 
all across the world.’ Through aggressive 
state policies, encouraged by multilateral 
hanks. Brazil and Mexico in the Americas 
and Thailand in Asia have become major 
exporters of animal feed Along with 
traditional animal feeds like soybeans. Brazil 
has established a big market in pulp from 
the frozen orange juice industry and Thailand 
isexpandingproducuonof tapioca for animal 
feed | Friedmann 1993). 

DISARTICULATION FROM NATIONAL 

Food Self-S efficiency 

Even a cursory examination of the new 
agriculture reveals that it is less a vehicle of 
national agricultural modernisation rooted in 
a maiunng home market, and more a 
profitable component of internationalised 
circuit s of consumption and production. The 
food sector is no longer seen as a pan of basic 
need satisfaction but has instead become a 
source of inputs for transnational:sed agro- 
industry It has meant pre-empting national 
lood sufficiency and indeed, national food 
entitlement policies in many NACs 
One evidence for this ‘ denationalisation' 
of food policy comes from Mexico where: 
The bulk of Mexican exports is accounted 
by coflee, fresh fruits and vegetables and 
livestock, while the majority ol imports are 
basic foodgrains. followed by feed grains 
and oilseeds In oilier words. Mexico ex¬ 
ports non-essential commodates and im¬ 
ports essential ones [Rasnotds 1993 110) 
Mexico achicsed self-sufficiency in food 
by the early 1960s. But by the early 1980s. 
the country had again became dependent on 
imported corn to satisfy the food needs of 
its people. During 1982-86. according to 
David Barkm. agriculture grew faster than 
the economy as a whole, hui the country was 
forced to import large volumes of com to 
meet domestic needs Overall, the per capita 
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food consumption declined, even as the 
agricultural sector as a whole boomed. Put 
of the reason for this disjuncture lay in the 
fact that Mexican farmers were planting 
sorghum for animal feed instead of com for 
human consumption. These changes are 
evident from the data on harvested land in 
Mexico: the area under food crops (especially 
maize) declined precipitously between 1965 
and 1982. while sorghum production 
exploded, becoming (he country’s most 
extensive research crop {Barkin 1987:278]. 

Internationalisation is a big pan of the 
reason for this shift. According to Barlun, 
by moving to sorghum Mexican farmers 
were only responding to the price signals in 
the national markets. The crucial twist to this 
scenario is that in the absence of support 
prices set by the Mexican government, the 
national prices reflected prices infntemational 
futures markets. Barkin ascribes the end of 
food self-sufficiency tn Mexico to the fact 
the Mexican state has allowed international 
price signals to dictate agricultural policy 
and the allocation of resources. 

But reliance on food imports is only one 
indicator of integration into transnational 
circuits of capital. Equally important is the 
manner in which this integration takes place 
at the level of production. According to 
Steven Sanderson, another well known critic 
of internationalisation of Latin American 
agriculture, the vertical integration of peasants 
into agribusiness through contract farming 
“denationalised production by shifting (he 
locus of producer control away from the farm 
toward the agro-industrial enterprise [which] 
in turn, is likely to employ technologies of 
production emanating from TNCs at the 
international level" |Sanderson 1985:53]. 
This process completely destabilises the 
traditional farmers either by forcing them to 
shift away from subsistence production (or 
basic food production for the market) into 
producing inputs for agro-industry, or by 
simply marginalising (hem with respect to 
the economy at large. 

furthermore, at the level of the consumer 
market, the productive apparatus of TNC 
agribusiness tends lo be geared toward global 
markets at the expense of domestic 
consumers. As many analysts have pointed 
out. export promotion of special food products 
- frozen orange juice trom Brazil, modem 
poultry industry in Mexico and Brazil, frozen 
strawberries from Mexico, to cite some 
examples - serve mass markets in more 
affluent countries and the more affluent, 
upscale consumer markets internally. 

Histork ai. Evolution w NACs 

One way to understand the emergence of 
the 'new' agriculture described above is to 
see it as the end of (he import-substitution 
model of agricultural modernisation 
associated with the green revolution and the 
adoption of export-led development by a 
growing number of third world countries.* 


One advantage of this perspective is that it 
explains changes in apiculture as a subset 
of the larger changes in global economy that 
have encouraged an export-led. market- 
oriented growth in all parts of the world. In 
other words, the same global changes that 
have led to globalisation of industrial 
production in NICs are responsible for NACs. 

These larger economic forces can be 
broadly characterised as 'internationalisation 
of capital’, which is leading to a more 
integrated world economy IJenkins 1987]."' 
This thesis tries to explain the growth of 
transnational corporations as an aspect 
of’self-cxpansion of capital’ (both hanking 
and industrial capital) beyond national 
boundaries. A big push for inter¬ 
nationalisation of capital ^,'ame in the late 
1960s and through the 1970s as the US faced 
increasing competition from Japan, Europe 
and lower-wage, newly industrialising 
countries. Alongside with productive capital, 
this period also witnessed the centralisation 
of banking capital on a world scale, a 
phenomenon which took its toll on the third 
world through the debt crisis. 

Major transnational banks, flush with petro¬ 
dollar deposits from the Arab countries, 
advanced huge sums of money to selected 
third world countries through the 1970s to 
help them finance their impoit substitution 
industrialisation. But following Reagan's 
1979 monetary policy in the US. which raised 
the interest rates for the debtor nations, and 
the general global recession, major third 
world debtors had to borrow simply in order 
to pay the interest. Debt acquired crisis 
proportions in 1982 when Mexico nearly 
defaulted. Although the creditors have 
devised casc-by-case strategies to allow the 
debtor countries lo pay back the debt, the 
entire process had forced a major structural 
change in third world countries, especially 
the debtors in Latin America and Africa. 
Two major consequences that are relevant 
to our purpose include: (a) an end to import 
substitution industrialisation and the 
beginning of a more outward-oriented, 
export-based growth, and (b) a larger 
overseeing role for multilateral financial 
institaiUons (especially the IMFand the World 
Bank) in the economic policies of the third 
world [Gilpin 1987: 317-28], 

Against this background, it becomes 
possible to sec the green revolution as part 
of the earlier import substitution mode of 
modernisation in which nation-states 
formulated policies aimed at national self- 
sufficiency." In other words, the green 
revolution belongs lo a world order in wmich 
the economy was still not a' world economy' 
but an international economy and national 
regulation of economies was possible. NACs 
represent an undoing of this “national 
coherence" [McMichael 1993). The ‘new 
agriculture' is instead subordinated to 
international price signals and “national 
development becomes international and local 


economies become a part of the global 
market” [Barkin 1987:275]. 

The integration of third world (and the 
formerly communist countries of the eastern 
bloc) in the international economy, however, 
is influenced by a historically determined 
unevenness in wages and technological 
abilities. Indeed, seen historically third world 
food and agricultural policies have been 
deeply influenced by the domestic farm 
policies of major food exporting countries, 
especially the US. The food regime analysis 
by Harriet Friedmann provides some 
interesting insights into this structural 
imbalance (1990. 1993). Very briefly, the 
source of third world dependence (and US 
dominance) lay in the wheat surpluses the 
US government held from 1947 to early 
1972. These surpluses were the result of the 
pnee support the US government began to 
offer to American farmers as a pan of the 
New Deal in 1930.'- Immediately after the 
second world war. the US government used 
Marshall Aid funds to buy surplus 
commodities for subsidised sale in Europe. 
After the reconstruction ot Europe, the 
surpluses were directed to the third world as 
pan ot PL 480 food aid. This provided third 
world governments a way to keep their food 
prices (and consequently, industrial wages) 
low without having to improve Iheirdomestic 
food production. The American food 
surpluses abruptly ended with the gigantic 
grain deals the US made with the USSR in 
1972 and later. By then, a select handful of 
NACs (notably Brazil) began to compete as 
exporters of feed grains to Japan and other 
countries. But many other third world 
countries, their economies dependent on 
American surpluses, were forced to buy gram 
on world markets. The point to note is that 
the dependence of some NACs on imported 
foodgrains is a historical legacy ol US tarm 
policies.' 1 

Apart from the larger economic changes 
in the world economy, technological 
substitution of traditional exports of third 
world countries has played an important role 
in the emergence of NACs. Industrial 
"substilutionism" (Goodman 1991:38) has 
long been a strategy of the food industry to 
gel around the biological constraints 
(including locational and seasonal 
specificities) of agricultural production 
Wherever possible, the food industry has 
tried lo develop (a) industrial substitutes for 
plant-denved products, and (b) generic ra* 
materials substitutable for one another." 
Replacement of sugar with industrially 
produced high-fructose com syrup (which 
now accounts for nearly 40 per cent of 
sweeteners used in the industrialised 
countries), and replacement of palm and 
coconut oils with soy oil (an industrial by 
product of soymeal animal feed) are familiar 
examples of how substituttonism has reducni 
the world demand for traditional tropical 
exports. Some other high-value traditional 
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exports, e g. vanilla, might be facing a similar 
fate with the development of tissue culture 
technologies [Buttel 1990], As markets for 
traditional exports dried up, third world 
countries were forced to diversify into other 
high-value crops including flowers, fruits 
and vegetables. 

Ill 

Trans nationalisation of National 
Policy-Making 

As described in the previous section, 
transition to a world economy tends to replace 
national regulation with pnee signals trom 
the world market. But this transition docs not 
mean a diminution of stale power: rather it 
has (he effect of transforming the national 
state into a 'transnational slate'. Robert Cox 
provides a very succinct definition: 

The internationalising of the state is the 
global process whereby national policies 
and practices have become adjusted to the 
exigencies of the world economy of mier- 
naUonal production. Through this process, 
the nation-stale became pan of a larger and 
more complex political structure that is the 
counterpart lo international production | as 
a result] the internal structures of stales are 
adjusted so that each can liest Iran sform the 
global consensus into nationul pohev and 
practice |Cox 1987: 253-54: emphasis 
added | 

That the nature of national governments 
- and consequently, the nature ot politics 
itself - changes in the process of 
internationalisation ol production is an 
important insight. Very often, analysts and/ 
or critics of the world economy tend to 
portray the changes in world economy as a 
zero-sum game between autonomous nation 
slates, with the third world generally at the 
losing end. 1 ' Even those science policy 
analysts who are trying to bring policy¬ 
making in tune with the fact of globalisation 
often fail to see (he structural changes that 
have taken place in the interests and 
constraints on governments' ability to make 
policy decisions. '* Rather than simply trying 
to reconcile the national interest with the 
international, it is important to identity the 
ways in which the international has become 
national. 

This idea of transnationalisation of the 
state is only now beginning to be theorised 
in social science literature. It has recently 
received extensive treatment from prominent 
political theorists including David Held 
(1991) and Robert Cox (1987). The concept 
has been used to understand the changing 
nature of agricultural production by a group 
of rural sociologists at Cornell University, 
including the prolific Philip McMtchael 
(1990.1992.1993.1994). In this section wc 
will use the insights these authors offer to 
update and revise our undemanding of the 
role of the Mate in policy-making. 


The two most important actors in policy¬ 
making include the government and 
businesses. Knowledge generation and 
diffusion is seen as a part of government's 
job to create resources for the nation. 
Businesses, on the other hand, do not have 
any such national mandate. While they make 
vital decisions about investment in, and 
production of. technologies with which we 
live, business decisions remain outside of the 
democratic mechanisms for public 
accountability. This is theidea behind Charles 
Lindblom's (1977) notion of the "privileged 
position of business" which explores how 
businesses take over many essential (and 
"momentous") (unctions of the state in 
polyarchies, and thus exclude them Irom 
popular control. 17 

Even though liberal political theorists like 
Lindblom are cnncal of the fact that the 
profit margtnof pn vale businesses is allowed 
to decide matters of great consequence to 
society, they do not despair of the market 
Lindblom is indeed quite emphatic about the 
superior ability of the market (as compared 
to bureaucratic planning) to express popular 
demand for goods and services - and to 
maintain a higher degree of accountability 
within the authority structures. His idea of a 
"hybrid form of popular control"! 1977.15b) 
aims to bring markets under larger polyarchal 
(government) control without, however, 
curbing their dynamism with excessive 
governmental interference. For this purpose. 
Lindblom proposes to turn the privileged 
state of businesses into an opportunity for 
popularly comrullcdgovcmmeMstodemand 
social accountability from markets. II 
businesses need inducement from govern¬ 
ments (in the shape ot lax breaks, subsidies 
in the form of basic research and development 
and the like), then the government should, 
in return, direct them to conform to certain 
socially acceptable norms, including the 
choice of technologies, the pace of their 
development and sensitivity to the 
environment.'* 

This idea of hybrid control rests squarely 
on the assumption that the business operating 
within the jurisdiction of a government can 
scrve’the needs of the citizens of that society. 
Or as David Held puls it. there is an 
assumption of a "symmetrical and congruent 
relationship belween political decision¬ 
makers and the recipients of political 
decisions" (1991.139). But this assumption 
can hold only as long as markets respond to 
the efficient prices set by the demand-and- 
suppiy internal to a society. Once the 
production and investment decisions of 
private businesses begin to be shaped by 
signals from the world (rather than the local/ 
national) markets, state inducements and other 
regulations can no longer be simply assumed 
to serve the larger national welfare. The state 
in market economies, in other words, cannot 
simply justify the inducements it offers 


businesses as serving the welfareof the whole 
society. The very possibility of a national 
economic policy is, accordingly, reduced. 

Marxist explanations of the rote of the 
state in policy-making are equally 
handicapped by taking the existence of 
sovereign nation-states for granted. Without 
going into the details of Marxist theory of 
the stale - a subject too vast to be addressed 
here - wc can get agood idea of us limitations 
through Jack Kloppcnberg's analysis of (he 
development of the seed industry in the L'S 
I Kloppenberg 19K8 j. The state in a capitalist 
society is "charged with providing the 
conditions fur profitable accumulation (of 
capital ]” (1988.13). In the agricultural sector 
in the US through the 19th and early 20th 
centuries, it meant destruction of all those 
relations of production which were not fully 
integrated with the market and the 
subordination of all use value to the logic 
ot profitability To serve that end. the US 
government supported a massive research 
effort to make better seeds and other farm 
supplies available to the farmers, science in 
this instance was "incorporated into the 
historical processes of primitive accumulation 
and commodification" (1988 IOi. But as this 
science-based commodification of the rural 
sector progressed, public sector involvement 
became an obstacle to profit-making for 
private seed companies Again, in order lo 
serve the needs of capital accumulation, the 
public sector was forced to withdraw from 
actually making improved seeds available lo 
the farmers. Thus the state is basically a tool 
for capital accumulation for the owning 
classes and changes its priorities, policies 
and laws in order to serve that overarching 
goal 

Apart from deny ing the state any autonomy 
at all. this account of the slate is loo lied to 
the class interests embodied m the domestic 
economy - state pnlic ics help national capital 
expand into sectors of the national economy, 
while any international component of these 
policies (collection of gcrmplasm from the 
third world, in Kloppcnberg's case), ts 
simply meant to aid the process of capital 
accumulation at the national level The 
limitations of this perspective become cleat 
in vrew of the fact that in (hi rd world countries 
today, peasants engaged m subsistence 
farming are being directly integrated into 
global agribusiness through contract (arming 
Capital accumulation, even primitive 
accumulation, is hardly a national matter 
anymore 

The common problem with both the 
Marxist and liberal theories of dcmocratK 
(or more exactly, polyarchal) states has beat 
succinctly summarised by Held 1 1991 139) 

The underlying premise* of democratic 

theory - in it* liberal aid radical guises - 

have, it short, been that democracies caa 

hr treated a*essentially sett -contained units. 

that democracies atectearty demarcated one 
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from another; that change within democra¬ 
cies can be understood largely with refer¬ 
ence to the internal structures and dynamics 
of national polities and that democratic 
politics is itself ultimately an expression of 
the interplay between forces operating within 
the nation-state. 

Held traces the root of these problems to the 
two assumptions all 19th and 20th century 
social theory makes. First, that formally 
sovereign nation-states arc autonomous stales. 
That is, a state which has the undisputed right 
to determine rules, regulations and policies 
within a given territory can actually execute 
this right autonomously without constraints 
from any other nation-state or a system of 
suites. Second, democratic theory assumes 
the processes and i 'solutions of democracy 
to evolve from and function within the 
framework of individual nations. That is, a 
government rules by the consent of the 
majority of its own citizens and is accountable 
only to them. 

Both these assumptions are no longer valid 
tn today's world which is marked by a high 
degree of internationalisation of production, 
consumption and finance (all of which are 
undergirded by advanced technologies of 
communication and transport). In this world, 
formally sovereign states cannot be assumed 
to be autonomous states. Globalisation of 
economic relationships has altered the 
possibility of deploying whole ranges of 
economic policy. As we discussed above in 
the context of Lindblom’s idea of hybrid 
control, as the key economic factors such as 
the levels of investment, revenue and 
employment within a country become 
dependent on the decisions of transnational 
corporations and/or banks, governments can 
no longer intervene and manage their 
economies. Thus, as David Held puts it, 
"with the increase in global inter¬ 
connectedness. the number of political 
instruments available to governments and 
effect!venessof particular instruments shows 
a marked tendency to decline". This is 
attributed to the loss of a wide range of 
border controls which served to restrict 
transactions in goods and services, production 
factors (including capital and technology), 
ideas and cultural interchange. 1 '’ 

The obverse side of this shirking of policy 
options at the national level is the growth 
of international policy-making options. The 
traditional domains of state activity - the 
very basic functions of economic manage¬ 
ment for capital accumulation - cannot be 
fulfilled without resort to international forms 
of collaborlTfon. The rapid growth of 
transnatinnaHinlfs ii evidenced in the vast 
array of international regimes and 
organisations which have been established 
to manage whole areas of transnational 
activity (trade, space, the oceans, and so 
on).* Some of these organisations serve 
largely technical interests (e g. the Universal 
Postal Union, the International Tele¬ 


communications Union, etc). But other 
international bodies like the International 
Monetary Fund (IMF), the World Bank (WB) 
and many development agencies of the UN 
are involved in more contentious issues of 
allocation of resources and setting the rules 
of the global order. Participation of nation¬ 
states in these international organisations has 
brought with it new constraints on the 
autonomy of formally sovereign states. 
Indeed, as David Held proposes, the idea of 
sovereignty itself has to be conceived today 
as divided among a number of agencies - 
national, regional and international. Overall, 
there is no doubt that: 

Global processes have moved politics a long 
way from activity which simply crystallises 
first and foremost around state and interstate 
concerns. (They are| blurring the bound¬ 
aries of domestic politics; transforming the 
conditions of political decision-making; 
changing the institutional and organisational 
context of national polities; altering the legal 
framework and administrative practices of 
governments; and obscuring the lines of 
responsibility and accountability of national 
states themselves. From these processes 
alone one can say that the operation of stales 
inanevermore complex internationalsystem 
both limits their autonomy and infringes 
ever more upon their sovereignty |Held 
1991:157: emphasis in original]. 
Accordingly, the meaning and place of 
democracy - the second assumption of 
democratic theory - has to he rethought. For 
instance, tn a world where the actions of a 
national government affect not only its own 
citizens but citizens of the other parts of the 
world as well, what should be the nation- 
states' relevant constituency for consent and 
accountability? Should the constituency be 
local, national, regional or international? 
Generally, territorial boundaries are 
insufficient grounds for inclusion and 
exclusion of individuals in participation in 
decisions affecting their lives. Indeed, 
globalisation raises profound questions not 
just about participation but about all key 
ideas of democratic thought: the nature of 
aconstituency, the meaning of accountability, 
the proper form and scope of political 
participation, etc. 

But here we are more concerned with 
specificsof how transnationaJisation actually 
affects state policy-making powers and 
abilities, especially as these policies affect 
the agricultural sectors in third world 
countries. Two general statements about this 
phenomenon will suffice for now. > 
First, the mechanism and manner of 
transnationalisation - and the potential for 
destabilisation it entails - is not the same for 
all states but varies with the differential power 
the states have in the world economy. As Cox 
points out, the transnationalising of the third 
world state is "more openly induced by 
external pressures than the internationalising 
of the advanced capitalist state is”( 1987:265), 


and thus provokes more awareness and 
resentment (e g, against the US and the IMF 
and the World Bank which arc assumed to 
be acting on the US’ behest). In the advanced 
countries, on the other hand, inter¬ 
nationalisation has the appearance of being 
the result of ineluctable impersonal forces. 
Thus, there are biggerchances that this process 
will generate deeper opposition and political 
upheaval in third world countries than in the 
more advanced capitalist economies. 

Second, the powers that transnational 
financial structures acquired in response to 
the debt crisis have diminished the autonomy 
of third world states severely. External debt 
has been singled out by political theorists as 
the most pervasive pressure on third world 
states to expand exports to earn foreign 
exchange. IMF and World Bank adjustment 
lending programmes not only curtail public 
investment in local production, but also 
change the very policy-making apparatus m 
third world countries - representati ves of the 
multilateral and trade institutions (IMF. 
World Bank and lately, institutions likclnter- 
American Development Bank) actually sit in 
the state policy-making bodies [McMichael 
and Myhre 1991). 

In conclusion, the nation-state seems to be 
yielding its primacy of place as a political 
mediatorand an agent of capital accumulation. 
In its stead, the institutions and mechanisms 
of the global regime are setting the terms of 
economic policy. The slate acts more as a 
facilitatorof the requirements of global.tather 
than the national, capital. 

IV 

Transna tionalisa tion of Third 
World Stales and Undoing 
of Green Revolution - 

Earlier in this paper the green revolution 
is presented as belonging to an era of 
economic nationalism, and it is suggested 
that the NACs represent an undoing of that 
era. It is time now to examine how this 
undoing has come about. Specifically, this 
section aims to examine the changes in the 
agricultural policies of sclectedNACs which 
have restructured their agricultural sectors 
from the goal of national self-sufficiency in 
food production to the goal of increasing 
export earnings. 

But before we examine the content of 
specific policies, it will he useful to place 
the green revolution in the ideological and 
institutional context of its time. The idea 
behind the green revolution - deliberate and 
planned slate involvement, with help from 
international agencies, in the creation of 
national and international institutions capable 
of doing research and providing extension 
services to farmers - was fairly novel when 
it was first seriously considered in the post- 
second world war years.” The newly 
constituted. Food and Agriculture 
Organisation (FAO) did not see any need to 
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sponsor additional research in high yielding 
seeds adapted to the local conditions of 
developing countries. The conventional 
wisdom at that time was that lagging 
agricultural development in the newly- 
independent developing countries could be 
corrected by a diffusion of already existing 
technologies from the industrially advanced 
countries (Hayami and RuUan 1985: 264], 

This view changed by the late 1950s as 
the limitations of thediffusion model became 
evident and serious food crises developed in 
many parts of Asia, especially India. Also, 
around that time, the agricultural science 
programmes of the Ford Foundation (in the 
Philippines) and Rockefeller Foundation (in 
Mexico), aimed at training local scientists in 
breedinghigh yielding varieties of food crops, 
began to show promise. The two foundations, 
along with the ’host' governments, set up the 
International Rice Research Institute in 
Manila in 1959, and the International Ccnlre 
for the Improvement of Maize and Wheat 
(CIMMYT) in Mexico in 1963. In early 
1950, the government of India formally 
requested the Rockefeller Foundation for 
help in developing hybrid com in India It 
was these developments that led the FAO 
and other international organisations 
(including the World Bank, the UN 
Development Programme) and nine national 
governments (led by the US) to organise the 
Consultative Group on International 
Agriculture (CGIAR) in 1971. By 1984. 
CGI AR was spending S 180 million annually 
on 10 International Agricultural Research 
Centres (lARCs) and three research-related 
programmes [sec Hayami and Ruttan. ch 9 
tor a history of lARCs). 

While legions of radical critics of the green 
revolution have endlessly laid hare the self- 
interest (control of indigenous germplasm 
and access to third world markets in seeds 
and farm chemicals) 11 that motivated the US 
government and foundations to take a lead 
in the green revolution, these critics have 
paid very little attention to the other significant 
partners in this phase of agricultural 
modernisation - the third world governments 
themselves. In order to get a fuller idea of 
i he developmental ist and nation-state centred 
ideas about modernisation prevalent at that 
time, it is important to open the black box 
of national agricultural policies. 

That is precisely what a 1989 paper by 
IJ ma Lele and Arthur Goldsmith does lor the 
green revolution in India. Their study of the 
internal documents of the Rockefeller 
Foundation and key ministries of the 
government of India reveals the extent to 
which the green revolution was a part of the 
overall project of nation-building. Nearly a 
decade before India was forced by a major 
food crisis (the 1965 drought) to appeal to 
'he Rockefeller Foundation and the US 
government for technical assistance in trying 
out high yielding varieties of wheat and rice, 
the Indian govern meat had been working 


with US scientists and educators in 
reorganising iu agricultural research and 
education systems. The Indian government’s 
emphasis, which was shared by Us American 
collaborators, 11 was on building institutional 
infrastructure for research suited for local 
crops and local farming conditions. 
According to Lele and Goldsmith, India fared 
a lot better (as compared to other third world 
states, especially in Africa) in becoming self- 
sufficient in food, because in India agricultural 
modernisation was a part of larger “nationally 
determined goals of development as opposed 
to ad hoc projects formulated on an individual 
basis” (1989:323). 

This is precisely the point. For a bnef 
period beginning at the end of second world 
war and ending with the onset of the debt; 
crisis, 14 the idea of 'national development') 
was conceivable. The idea) conditions for 1 
development were those elaborated within 
the framework of the states, which were 
supposed to be accountable to both their 
people and to the institutions of the world 
economy created at Bretton Woods [Cox 
1987:255). The justification for such an 
arrangement was provided hy Keynesian 
economics, which showed how national 
regulation of demand and supply could work. 

Moreover, the very idea of development 
was quite novel. Historically, international 
trade - be it in raw material and slaves as 
under colonialism, onncheaper goods made 
hy poorly paid workers today - has been 
based upon comparative advantage in 
supposedly immutable factors such asclimate. 
natural endowments, abundance of labour, 
etc. The idea of dcvclopmcm meant a belief 
that these •endowments' were not fixed by 
nature but were instead 'arbitrary' [Gilpin 
1987:223) and could be changed by 
appropriate national policies. Thus the green 
revolution was an implicit statement of a 
belief that the third world could reverse its 
‘comparative advantage' as a producer of 
raw materials and luxury foods (tea. coffee, 
cocoa, etc) for the advanced nations, and 
could again become self-sufficient m food 
production (as it was in pre-colonial bmes). 

The 'undoing' of the green revolution, a 
phenomenon this paper has tried to describe 
and explain, has come about as a result of 
an exhaustion of (he twin ideas of national 
development and the arbitrary - and alterable 
- nature of comparative advantage of 
nations." The assumption underlying Bretton 
Woods -that nation-stales could be accounta¬ 
ble to both international financial institutions 
and to their citizens without any conflict of 
interest - has proven to be unworkable 
Changes in the world economy (described 
in Section II) have led to a return to the 
doctrine of free trade based on the old notions 
ofcomparative advantage. The GATT treaty 
represents a triumph of these ideas. 

In many third world countries, especially 
those with bigger debt burdens, global rather 
than national economic regulation is 


becoming the norm and is increasingly 
enforced by international financial instiumoiu 
(ike the IMF and the World Bank. Thus 
McMichael (1992a) reports that structural 
adjustment loans to third world debtors has 
forced a diminution of programme-oriented 
ministries (social services, agriculture, 
education, etc) as compared to trade and 
finance mimstnes. These ministries treat 
agriculture as one more source of increasing 
export earnings rather than as a source of 
need satisfaction of the populace. The new 
agricultural policies being promoted by the 
more export-oriented slates are devoid of a 
broader rural development - and equity - 
agenda that used to be a part of the official 
rhetoric of the green revolution. 

This new institutional and ideological 
arrangement has led to three kinds of policy 
changes: (a) economic subsidies to food 
exports; (b) substitution of contract fanning 
for extension services, and (cj increased 
involvement of the private sector in 
development and deployment of agricultural 
technologies We now proceed to examine 
these in detail 

State Si ppo*i son fcxrorr Acoucvltube 

Like their counterparts m the advanced 
capitalist couMnes. governments in the third 
world have traditionally used pnee support 
to farmers and subsidies for infrastructure 
(irrigation, roads, farm chemicals, etc) as a 
means of encouraging the use of new seeds 
and farm technologies There policies paid 
rich dividends through the green revolution 
yean, but are now under threat from the 
IMFs structural adjustment policies and the 
free trade policies written imo the GATT 

Mexico is a sinking example of this 
unravelling. As David Bariun (1987) tells n. 
until the mid- 1960s. (here appeared to he • 
happy coincidence between the two criteria 
of needs and profitability in rural Mexico. 
The first advances of the green revolution 
(which had its on gin in Mexico in the mtd- 
1940s). coupled with land reform, led to 
spectacular gains in yields in wheal and 
maize in irrigated areas Starting in the mid- 
1960s. the US markets for Mexican exports 
of cattle. cattle feed and fresh fruit and 
vegetables began to grow Mexico also saw 
a growing domestic market for‘durable foods' 
catering to more upscale consumers Both 
Batkin and McMichad (1993) conclude that 
the Mexican government tailored us 
economic policies {especially investments in 
irrigation and farm chemicals) to encourage 
crops destined for export markets Those 
farmers who could find the rcaourves to 
modify their operations stopped producing 
food grams and other tradirional crops and 
instead planted on the basis of profiidbiHiy 
alone. Consequently, sorghum, virtually 
unknown tn Mexico in the 1950s. became 
the country’s number one cash crop less than 
two sears later. The state could have made 
food production equally or more profitable. 
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but it failed to increase the support prices 
for small-scale agriculture, the primary 
producer of traditional products. Indeed, in 
order to keep down the consumer price of 
food, the procurement price of food fell 
lower, making commercial farming for 
nonfood products even more attractive. The 
government made up the shortfall in food 
through imports, leading to the absurd 
situation reported by Burkin - the country 
was exporting increasing amounts of 
agricultural products, and at the same time, 
using (hose export dollars to buy food. Even 
though in this pre-debt crisis phase the 
Mexican government favoured large-scale 
and export-oriented sectors over the more 
traditional farm sectors, it maintained its 
legitimacy amongthc impoverished by large- 
scale subsidies for basic food items for the 
urban population and loans and marketing 
support for small larmers. 

For a short span of time (between 1080 
and 1982) Mexico tried to reverse its 
dependence on imported food - and gave a 
real world example of what economic policies 
work for self-sufficiency. Discontent among 
small holders in rural Mexico, coupled with 
a drought in 1979. led the government to 
formulate a plan to recover its lost self- 
sufficiency *n food. Two programmes were 
launched in quick succession: the Sistema 
Alimentano Mexican (SAM) from 1980 to 
1982 and the Prugrama National de 
Alimentation (PRONAL). which replaced 
SAM in 1983. Both aimed at increasing 
production in small-scale dry land agriculture, 
increasing rural employment and improving 
nutrition [see Barkin 1987 for details]. 

The remarkable success of SAM gave a 
clear example of what the state could 
potentially do to improve the economic status 
of small farmers. Funded generously through 
petroleum money. SAM increased the 
producer prices for basic food, extended 
low-interest credits for food production and 
subsidised farm inputs (especially cheap seeds 
and fertilisers). The results were striking and 
immediate: in the three-year period from 
I980to 1982. agriculture grew at 5.2 percent 
as compared to 2.8 per cent during the 1977- 
79 period. Grain output increased signi¬ 
ficantly through the reincorporation of land 
into cultivation and through subsidised 
inputs. Staple foods - com, beans and rice 
-all showed a marked increase. A significant 
improvement in availability ot food to the 
rural poor was also reported. SAM ended in 
1982 (due to a change in the administration, 
apart from other problems) and was followed 
by PRONAL. which sought to improve the 
infrastructure for dryland farming [Barkin 
1987], * 

But the deepemag debt crisis of 1982 
brought these programmes to an abrupt halt. 

In 1986, the World Bank began negotiating 
with the Mexican government to develop a 
structural adjustment loan that was 
conditional on the elimination ot lood 
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subsidies, privatisation of state agencies, 
domestic agricultural price liberalisation 
(i e. withdrawal of price supports), input 
price liberalisation (i.e. end to subsidies) and 
streamlining of the agricultural ministry 
through mass dismissal of employees. As 
une indication of the state’s withdrawal from 
the countryside, state investment in 1986 
was 47 per cent less than it was during 1981 
(when SAM was at its peak) [Raynolds et 
al 1993]. 

Thus, as compared to the green revolution 
years (roughly, from (he late 1940s through 
the middle 1960s) and even the early phases 
of Mexico's integration into global agro¬ 
industry. the current agricultural policies - 
the ‘new’ agriculture, as this paper has 
described it - have seen a diminution of the 
national development component in favour 
ot global markets. As Raynolds et al (1993) 
aptly put it. "the state's policies have shifted 
Irom building adomcstic agro-food complex 
with a strong export component into 
exploiting agriculture for generalised fiscal 
stability". The real losers in this shift are 
the peasants and small commercial farmers 
who have been left to fend lor themselves 
in a volatile world market. Indeed, the roots 
of the Indian rebellion in the state ol Chiapas 
earlier this year can be traced to the social 
instability and inequity caused by the 
operation ot the unregulated market [ Burbach 
1994). 

This shift is not unique to Mexico. The 
Dominican Republic has undergone almost 
identical changes as described for Mexico, 
with the essential difference that the latter 
has always been more closely integrated into 
the world economy. The Dominican 
Republic's economy has been dominated for 
centuries by the production ot sugar, and to 
a lesser extent, cottee. cocoa and tobacco, 
tor sale in European and North American 
markets. Collapse ot the sugar export market 
(in large part due to technological substi¬ 
tution. sec Section II) has forced country to 
aggressively promote non-tradnional 
markets-’ 1 ' as it seeks to make structural 
adjustments under the supervision of 
multilateral financial institutions. Like its 
counterpart in Mexico, the national 
government has been lorced to withdraw 
state support lor local lood production. But 
the Dominican Republic has gone much 
farther in explicitly supporting the new 
exports of tresh produce - the state has made 
nearly 10,000 hectares of state-owned land 
available to foreign agribusiness (including 
the US-based TNCs. Chiquita and Doldl on 
a concessional basis to cultivate pineapples 
for export. This land lease is supported and 
funded by the US Agency lor International 
Development through the sugar diversi¬ 
fication programme [Raynolds I994|. 
Moreover, the multilateral agencies f includ¬ 
ing the Inter-American Development Bank) 
also have made structural adjustment loans 
available to the government to provide tax 


cuts and state-subsidised credits to non- 
traditional agricultural exporters. The ‘free* 
market ideology that underpins the export- 
led growth of the Dominican Republic (and 
other NACs) does not by any means imply 
substitution of the stale by market 
mechanisms, but actually the deployment of 
state policies to serve the international market. 

Similar restructuring of policies is 
occurring in many other countries, including 
Ghana in Africa [Tripps 1993] and India 
[Gill 1988,1990]. J7 Thcsechanges may differ 
in details but they share the logic described 
here for Mexico and the Dominican Republic. 

Contract Farming 

Most successful experiments in the green 
revolution seem to he the result ot two national 
policies: (a) development of crop vanctics 
consonant with local environmental 
conditions, social tastes and resources, and 
(h) provision ol financial and technical 
support to the growers through extension 
services |Lele and Goldsmith 1989 for India. 
andTripp 1993 forGhana], Withthe growing 
market orientation of agriculture, the 
governments in the NACs are ceding these 
crucial policy urenosto internal lonaliscdagro- 
induslry, which is bringing the practice of 
contract farming to the countryside in third 
world countries. In this mode of production, 
the contracting lirm provides all those services 
and inputs- seeds and I arm chemicals, finan¬ 
cing and marketing - that the slate-run agen¬ 
cies used to provide at a subsidised price 
Contract (arming is a way to integrate 
independent growers into new production 
complexes. It is a form ol social organisation 
in which: 

plants and animals arc produced on land in 
relation to the complex and dunging prolu 
conditions ot global competition il is a 
means to introduce distinctive work rou¬ 
tines. new on-farm technologies and labour 
processes, a further umccmr.ition ol capital 
in agro-food systems and not least, m tlrrp■ 
en the form of appropi inlton hv h /ik h rural 
proiluclion processes are i onvrrtrrl into 
intlustrial prntlut is by agro-tmlustrial t up- 
aal (Watts 1990 149: emphasis added] 
Lately, contract (arming has been heavily 
promoted by multilateral financial bodies 
and major international aid agencies, 
including USAID and the British Common¬ 
wealth Development Corporation Tlie latter, 
in conjunction with the World Bank, has 
pioneered palm oil. cocoa and lubber 
contracting across Asia. Africa and l-alin 
America. USAID, as we saw in the case ot 
Dominican Republic, has supported TNC 
managed contract farming. But such 
operations are not limited to private 
contractors - slate-run agencies can and do 
serve as contractors as well, as in the case 
of lea production in Kenya, tobacco and 
livestock in Thailand, rubber in Malays) ' 
and palm oil in the Philippines (all example - 
are from Watts 1990). Third world govern 
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menu. Walls claims, are very attracted to 
contract farming for it helps them retreat 
from the countryside, while at the same time, 
maintain the nationalistic rhetoric of ‘pulling 
peasants first’. 

Contract farming involving transnational 
capital is most advanced in C cmral and l^itm 
America. The import .substitution policies ol 
Latin American countries in effect invited 
TNCs to invest in these countries (in nrdci 
to avoid tariff barriers), and the agribusiness 
investment has grown through integrating 
the producers into their operations through 
contract farming. In Mexico, for instance. 
Pillsbury. Campbell Soup. General FixxJs 
and other North American TNCs have been 
contracting for strawberries, tobacco, 
tomatoes and cocoa since the 1950s. Many 
others (Chiquitu and Dole) operated banana 
and sugarcane plantations [Fnedland 1994], 
With the intensification of agricultural ex¬ 
ports in recent years, production relations 
modelled after (he old-fashioned plantations 
system have re-emerged - in the Dominican 
Republic, for instance, large TNCs lure 
workers to cultivate land managed by the com¬ 
pany (and leased from the state tor a percen¬ 
tage of the profits). This arrangement leaves 
(he corporation in complete control of the 
production and supply of produce. < >hcr toons 
of contract fanning resemble the old 'putting 
ouf system ot industrial production in which 
businesses contract a large number ol peasant 
growers to produce the desired crop. In this 
model, too. businesses control ihc quantity 
quality, credit, inputs, production metlxx! and 
market access, 

Arrangements like these arc not uncommon 
in other parts of the third world Small 
pcasanls contracting with local merchants ol 
joint ventures between local and lorcign 
merchants and exporters is hccoining a 
common phenomenon. There are well- 
established networks of local peasants in 
Kenya who produce sugar, lea. tobacco and 
fresh fruit and vegetables under contract to 
Mate and private contractors, with onl\ 100 
Kenyan buyer.s-processors exporting 
carnations and specialty vegetables to 
laindon. and giecn beans to Parts Senegal, 
too.isuncxponcroltreshproduce Accoidmg 
lo Watts, the mapmly of Kenyan coniract 
farmers arc women. In Asia. Thailand's lood 
exports arc largely based on rural small 
holders under contract to the agro-lood 
processors IMcMichacI and Myhre I99|| 
India has recently allowed a joint setiiure 
between IVpsiCoandlwolndimicorixx.it ions 
tone Mate-run and anotlicr privately owned) 
to begin contracting peasants in the slate ot 
Punjab to grow vegetables lor processing 
IChakravarty 1989], 

C-ontract larmtng in Sanderson's (19851 
opinion "denationalises" production by 
shifting the locus ot control away Irom the 
tarm toward the agm-mduMnal enterprise 
Crucial decisions about what to produce and 
how much are settled by thtctuations ot 


world commodity murkots. rather than by 
cither national plans or domestic markets. 
Not surprisingly, regulation ol food quality 
- lood safety, jieMicide residues, physical 
appearance, processing qualities, etc - also 
passes oul ot Ihc hands ol local government 
agencies There are many cases ol produce 
not being allowed mtotheimponingcountries 
because of failure it) meet those countries' 
environmental standards In such situations, 
the contracting firms simply suspend 
purchase, leaving the farmers with their stock 
of jierisliable prixiuce fscc Kaynolds 1994 
and Watts 1990 lor examples). 

Apart from these disarticulations ol 
production and regulation from the local 
base, contract farming has serious 
implications lor technology choices 
Evidence shows (hat il is quite likely lhal 
contract I arming will simply become a conduit 
lor new technologies which will he outside 
any meaningful government control Most, 
though not all. contracts allow the contractor 
to lay down speed icsol production practices 
These companies are allowed to supply Ihc 
I aimers wiih their own seeds and inputs For 
instance. PepsiCo in India dec lured the lixtal 
tomato varieties to he unsuited lor its 
pnxessing operation It was allowed in 
distribute imported germplasm lo 107 local 
tanners who cullisaled '.h00 hectares of 
land with it (Gill 1990). Pepsi, moreovei.has 
plans to set up a plant rcseaich centre lo 
develop new varieties better suited to the 
local climate - and tods own specifications 

Provision ot seeds, chemic jlsand technical 
advice lo larmeis about how to use them - 
all these (unctions lhal agribusiness is 
permitted under coniraci (arming - hjse 
been Ihc traditional mainstay ol adaptive 
research and extension services Although 
general opinion has swung against the public 
sector's involvement in agnculiur.il research, 
the tact remains lhal extension scrv ices has e 
many success stones Even ihe harshest inm s 
ot national and inicmanona! research centres 
set up dunng the green revolunon have conic 
lo accept that thev have been responsive to 
local ecological conditions and tood needs 
Patienl and long-term involvement ol 
extension services has leJ lo widespread 
adoption ol green revolution seeds and inputs 
even by small farmers (Tripp 19951 Although 
it cannot be itemed that richer larmcts tend 
to monopolise the government-run credit 
and extension services. Ihe tai l remains that 
these services were mandated lo help all 
tarineis, regardless ol the si/e ol holding 
Contract I arming operates undet no such 
inundate Contractors are tree to select onlv 
the mote viable, generally richer and already 
well-established fanners | Warts 1990) The 
ptxirer tarmers can make no claims »m these 
pnvaic scvior services As a result, there is 
a real danger lhat as national governments 
let the market lake care ot extension srrs tecs, 
there may he nothing let! ot them tor the 
larmeis who need (hero the moM 


CiiANtiiNt; Division <n Lawh.h in Pi xki 
Brorvr iisitM.ixo RisiaKtu 

Breakthroughs in agricultural btotethno- 
logy have intensified the struggle between 
pn vale aixJ public sector rescan h institutions 
over Ihe division ot labour between so-called 
basic and applial icscarih According to 
Kloppenbcrg s political economy of the 
development ol the prisaic hybrid seed 
industry in ibe 1,'S IKluppcnhcrg 1988), at 
those historical (unciuies when new technical 
innovalmns make commixJilicaiioii ot seeds 
easier, private industry lias sought U> limil 
ihc* activities ot scientists in public research 
centres to doing 'basic research only The 
first phascot marginalisation ol public sector 
scientists tin land grant universiiics) came 
in the 1930s when il became possible to 
hybridise com. and ihc second big push in 
sideline - or co-opt - research in public 
in st ii in ion s has heen in progress since 
advances in biotechnology made genetically 
engineered seeds a possibility 
A similar rcdcfimuon ol the division of 
labour has also begun inlemaliorullv As Bunel 
and his colleagues expressed the problem 

ihe technological pivot ol international 
agriculture and rut a! development is in the 
process, ol being superseded by new tech¬ 
nical (wms lhal will significantly change the 
context wilhin which technological change 
in the Third World i» conceptualised and 
planned the elusu-i ol emergent techniques 
genetically known as 'biotechnology' will 
be to Ihe Green Revolution what Ihc Green 
Resolution was (o traditional plant varieties 
and practices 'Butlcl cl a! 1985 37) 

As suggested ji the beginning of'this 
sec lion ihe green rev ofuiion was set in motion 
through a collaboration between inter¬ 
national research inMituiions and notional 
gov emments w hich set up then own research 
centres and extension services Whatever 
shape this collaboration took m different 
countries, ihc defining feature of the g re en 
revolution was That it was in the public 
domain Thisisrxxiosav thatpnvaicinterest*. 
particularly agrochemical transnationals. dtd 
mx benefit troin the spread ot the green 
revolution, tor death they did Hut private 
corporations did nrn ihemselsts spearhead 
ihc green re'iyluiion or have a determinae 
role m the shaping ot research pnontiev. 
lndced.it is tan toassert that the dislocation* 
stimulated by the inequitable dcplovment of 
green revolution technologies could have 
been worse had I ARCs not been committed 
to a mission-onentcsl ideology ol public 
inlcresf 

Moreover. Ihc mamicchnologs usedtntb: 
green resolution - (slam breeding - was 
developedbs publu secioi msiiiutionsmtht 
west and successtulh adopted bv notHitu 
rcse.uvh mviilutions in several thud wort, 
lountnes Htrticl summarise* the wiuamwi 
IVie lo hxrign aid. ttxtmng and reseat. < 
ethxl* troth multi lain al insmun. «:> sect* > 
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the United Nations' FAO and International 
Agricultural Research Centres (I ARCs) and 
Third World government investments in 
personnel training, facilities and research 
programmes, a significant number of coun¬ 
tries (especially India. Brazil. Mexico and 
China) developed the capacity to undertake 
some'basic research and virtually all the 
types of applied agricultural research then 
being undertaken in the advanced countries 
Tens of others had sufficient capacity to 
modify and transfer new technologies de¬ 
veloped by lARCs or developed country 
research in states. Even some of the poor 
countries of the so-called Fourth World 
(e g. Bangladesh) were able to make use of 
public-domain technologies developed else¬ 
where, with a modest amount to technical 
assistance from more favoured nations and 
multilateral research institutes (Buttcl 
1990:164]. 

The private sector largely stayed out the 
development of green revolution seed 
varieties because it was not very profitable. 
Despite many attempts, the major seeds of 
the green revolution - wheat and rice, the 
staple foods in most of the third world - 
could not be successfully hybridised. Lack 
of hybridisation meant that these seeds could 
not be sold as proprietary brands which would 
have to be bought afresh every year. 

All that is now changing. Biotechnology 
has provided the private sector with a powerful 
tool to commercialise seeds. This has already 
led to a big move of agricultural research 
“from the campus to the corporation" 
[Kloppenberg 1988:220] in the industrialised 
countries. The growth of plant biotechnology 
has seen big takeovers of private seed 
companies by giant chemical and 
pharmaceutical companies (which sec seeds 
as delivery systems for their herbicides and 
other chemicals) and an attempt to co-opt 
university scientists through offers of research 
grants and/or shares in biotechnology firms. 

In the US there are many stale- and business- 
sponsored initiatives, like the one based on 
the Winrock Report, which seek to limit the 
land grant universities and other publicly 
funded research centres to basic research, 
which can be used by the private sector to 
produce marketable tarm inputs 
[Kloppenberg 198B| 

A parallel process in under way in 
international agricultural research. lARCs, 
the institutes that spearheaded the green 
revolution, arc being left out of the impending 
bio-revolution. They are no longer as 
generously funded as they used to be. 
Acconhngto Buttcl and hiscollcagucsf 1985), 
funding for I ARCs fell short of inflation by 
6 per cent and virtually all 13 lARCs were 
forced to cut back their programmes. Indeed, 
recent evidence suggests that international 
aid agencies have started funding major 
private sector biotechnology firms to train 
'*;■Hard world scientists and lo develop products 
fer third world markets - functions which 
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used to be performed by I ARCs. For instance. 
Business Week (1992) recently reported that 
at the behest of foreign aid donors, western 
companies, including Monsanto. Britain’s 
Imperial Chemical Industries (ICO and New 
Jersey-based DNA Plant Technology, have 
started programmes to train scientists from 
third world nations. Furthermore, USAID 
has given contracts to the US unit of Britain’s 
ICI to develop insect-resistant com for 
Indonesia and to DNA Plant Technology to 
.train Costa Rican and Indonesian 
biotechnology companies in high volume 
cloning nftropical crops. Both efforts include 
US training for scientists from those countries. 
The US companies, moreover, retain rights 
or royalties to any commercial products that 
may come out of this collaboration. 

At the national level in many third world 
countries, the public sector is in the process 
ofbeing sidelined out of plant biotechnology. 
In countries such as India which have the 
capital and scientific personnel to undertake 
research in this area, there is a proliferation 
of local biotechnology firms operating alone 
or in joint ventures with foreign companies. 
In poorer and less well-equipped third world 
countries, the national governments, under 
pressure from foreign aid donors, arc 
retrenching from publicly funded research 
centres arid favouring the non-profit sector 
Recent news reports from India suggest 
that the social division of labour between 
private and public research institutions has 
already tilled toward the former. One major 
growth industry is tissue culture ot 
commercially profitable plants, including 
exotic flowers, high yielding varieties of 
bananas and export products like cardamom 
[McDonnell 1993), Big names in Indian 
industry arc teaming up with foreign 
corporations (e g. India's Tata industrial 
groupwithTerra Nigra, acul-fiowcr company 
from the Netherlands) lo propagate large 
numbers ol pianilets from tissue culture. 
India already supplies 10 per cent of the 
world's tissue-culture capability. 

In a process reminiscent of privatisation 
of seed research in the US described by 
Kloppenberg, the Indian government has 
begun to play the role of facilitator of private 
research mitiatfves Instead ofdircctly funding 
research, the government-run department of 
biotechnology. helps stales to initiate 
programmes to attract biotechnology 
entrepreneurs. Under DBT’s guidance, one 
state (Kerala) has already set up the country's 
first 'biotech park', where the slate provides 
the land, water, electricity and institutional * 
back-up for entrepreneurs who havelbe skills 
but not the resources to set up a biotechnology 
firm [Abreu 1994|. Again, in a process that 
bears a striking similarity to that described 
by Kloppenberg for the US, Indian-owned 
and joint venture biotechnology firms are 
beginning to use the public universities and 
research institutions as sources of trained 


personnel for the many new growth areas in 
biotechnology. Including, apart from tissue 
.culture, enzyme production, production of 
bio-pesticides and bio-fertilisers, and 
diagnostics. While the budgetary figures are 
not available, it appears that as pan of an 
overall market-orientation, the Indian 
government is steadily moving away from 
commitment to public research institutions. 

Other third world countries arc under 
increasing pressure from foreign donors and 
lending institutions to retract from national ly 
funded research. Tripp (1993) describes how 
the government of Ghana, facing budgetary 
pressures, has been forced to abandon a fairly 
successful state-run programme for 
popularising high-yielding corn to the 
peasants. Ghana’s foreign donors and debtors 
have instead encouraged the growth of non¬ 
governmental organisations which are often 
not as efficient or as patient as have been 
the government programmes. In both cases, 
the result is an unravelling of national efforts 
tobuild research and development capabilities 
in favour of less equitable arrangements and 
- that docs not bode well for the poor. 

V 

Conclusions 

The main thrust of this paper is lo argue 
for a reconceptualisalton of the role of the 
state in policy-making in the context of the 
growing transnationalisation of the economy. 
It is further argued here that because of their 
relative lack of power in the world economy, 
third world states face an additional set of 
constraints on policy-making, namely, the 
pressure from multilateral financial 
institutions to retrench from protecting 
domestic markets, and to stop taking an 
active role in development projects that 
support the poorer sections of society. The 
reigning ideology propagated by multilateral 
banks and foreign donors, and embraced 
quite actively by third world elites, is to 
integrate more fully into the world market 
through more exports and more foreign 
investment. The only concern of ihe state 
which is not considered illegitimate, it seems, 
is to intervene on the behalf ot the private 
enterprise, foreign and domestic, often in 
joint ventures. 

This 'post-developmcntahst' state is 
actively dismantling the institutions and 
capabilities that the third world had built up 
under the green revolution during the heyday 
of dcvelopmentalism. This paper describes 
the emergence j>f the 'new agriculture' which 
is export - based ami vertically i nlegraied with 
transnational agro-food industry. An attempt 
was made to delineate three policy arenas 
which have contributed to the new export- 
orientation at ihe cost of larger development 
goals which were part of the green re volution. 

While there were problems with the green 
revolution, at least during the early phases 
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played a major pun in ensuring a minimum 
degree of state co-ordination needed to permit 
iMcmalional reproduction of capital. 

21 Stale involvement in agricultural develop¬ 
ment and even centralised seed research is not 
new. though. In the west, Germany first start¬ 
ed publicly supported agricultural research in 
1852 with an explicit plan for "catching up" 
with Britain The Gen nan concept of social ixed 
agricultural researeh was transplanted to the 
US. In the cast. China and Japan have tra¬ 
ditions of deliberate, centralised seed im¬ 
provement schemes dating hack a lew cen¬ 
turies (sec Hjyaini and Kullan 1985. ch 8j 
But international collaboration through es¬ 
tablishment ol research centres was a new 
innovation 

22 Thesccnliqucs are too numerous To mention 
only two Kloppcnherg (l‘»KX> suggests that 
the Rockefeller Foundation had an interest in 
creating a market lor hybrid seeds in Lalin 
America. "By 194b. Rockefeller interests had 
conducted a survey ol the murket potential 
for hybrid maiee seed in Brazil and later that 
year their International Basic Economy 
Coiporation invested heavily in (he only 
hybrid-secd-producing firm in that country" 
(p 158) Another critic of the green revolu¬ 
tion. Vandana Shiva, makes numerous un 
substantiated charges regarding American 
firms making profils selling seeds and tann 
chemicals to third world farmers 

23 The Rockefeller Foundation tor help with the 
development of the national research system. 
USAID lor investment in land-grant type 
agricultural universities and the Ford Foun¬ 
dation for assistance with farm extension 
sen ices [Lee and Goldsmith I989| 

24 This period coincides wnh ihe so-called Pax 
Americana, the period ot US hegemony in the 
world which declined wuh the end of Ihe 
Brennn Woods system of fixed exchange in 
1973 

25 Even though institutions like the IMF and 
World Bank continue to talk of development, 
they are closer to what Gilpin describes as 
a liberal position on comparative advantage, 
namely, that nations should design macro¬ 
economic policies lo foster the basic factors 
for production teg. technology, infrastruc¬ 
ture, etc) and lo leave commercial develop¬ 
ment lo the market, including Ihe world 
market. 

26 Mostly in tropical fruits, particularly melons, 
pineapples and avocados. Ircsh vegetables 
and horticultural crops, particularly peppers, 
tomatoes green beans, etc. and tropical root 
crops like yucca and yams (Raynolds 1994] 

27 In the case of India. PepsiCo will be involved 
in the cultivation and processing of fresh 
fruits and vegetables Reversing the environ¬ 
mental problems created by a mono culture 
of wheat and paddy and creation of an agro¬ 
industrial base in Punjab is the official ratio¬ 
nale for diversification. The involvement of 
PepsiCo reflects more a general opening up 
o( the Indian markets to foreign investors 
raihcr than an export-orientation ot the food 
Sector /vr \e [Gill I990|. 
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Expectations, Macro-Foundations, Policy 
Ineffectiveness and Culture 

A Methodological Detour 

Abfaay Pethe 

An attempt has been made in this paper to critically - albeit briefly - look at the treatment of expectations' in 
mainstream economics. It is argued that RATEX in conjunction with new classical assumptions provide a heads mixture 
leading to many a nonsensical proposition. A novel way of looking at the micro-macro debate ii also suggested. It is 
pointed out that in the context of modelling dynamic aspects, the crucial aspect of learning (culture constrained or 
otherwise) has been completely bypassed. The paper - to state the obvious - has been written in a methodological vein. 


THE discipline of economics - unlike the 
case of natural sciences - does not progress 
by the process of sedimentation. As 
Robertson has noted, here the highbrow 
opinion is like the hunted hare, so that old 
masters and concerns come back, time and 
again, with renewed relevance. This also in 
a sense implies that there are no fundamental 
revolutions in economics, but only upheavals. 
It is a matter of time before the old corpus 
assimilates these upheavals in its fold, leading 
to a new plateau. This process of 
reconstruction and synthesis leaves in its 
wake a lot of rubble, which if not cleared, 
is detrimental to a clear appreciation of what 
has been achieved. It is in this context that 
the present exercise has been undertaken. 
The focus here is on rational expectations 
along with some new classical assumptions, 
which together have provided a heady 
mixture and have contributed in no mean 
way to 'that solemn and farcical muddle that 
is modem macro-economics'. 

I begin by focusing on some of the high- 
points in the evolution of thinking on 
expectations culminating in the paradigm of 
rational expectations, which till the recent 
past ruled the roost. I then point out what 
I think are the major conceptual problems 
with the currently existing work. I then 
comment on the micro-macro debate, and 
issues of coherence and culture. 

Early Thinking 

Over the years, the role of expectations 
in macro-economic research has attained so 
much prominence that its importance can 
hardly be overemphasised. 

The early 20th century economists such 
as Bagchot, Marshall and those a little later 
such as Pigou and Keynes wercquile decisive 
about the effect of expectations on macro¬ 
economy though their treatment was far 
from sophisticated. For them the changes in 
expectations were exogenously given shifts 
which had major implications for the real 
economy. This contrasts very much with the 
more recent view of expectations as being 


endogenous and having little or no impact 
on output. To the early masters changes in 
expectations were chiefly manifest in the 
often capricious movements in business 
confidence, though they did not rule out the 
impact of real factors Thus. Pigou(l929) 
distinguished between the ‘real' and 
'psychological' components incxpectations 
formation: ‘‘In the actual world, both sorts 
of causes are present. Moreover they react 
on one another.” 

The next important stop was Keynes' 
General Theory. His animal spirits argument 
IKeynes 1936] is too well known to need 
any elaboration. For him. the state of long¬ 
term expectations depended on exogenously 
given conventions. Shifts in conventions 
which lacked any real sound footing were 
referred to by Keynes as ‘animal spirits'. 
Very often animal spirits are thought as 
being responsible for the shifts in 
expectations. On the contarary. in the General 
Theory, they are just by-products of the 
changes in conventional knowledge. The 
conventions themselves are the macro- 
economy ' s sociological response to systemic 
uncertainty |Lawson 1983). Keynes' use of 
expectations in his celebrated liquidity 
preference theory has had to face the famous 
‘Cheshire cat's grin' or the 'bootstrap' 
criticism of Robertson Indeed now what 
remains of the animal spirits argument can 
be found in the residual of the Keynesian 
investment function [Dow and Dow 1983). 
In the not so mainstream economics, there 
were anticipations of this view of 
expectations in Marx's work as seen in the 
work of Sweezy and KaJccki amongst others. 
Both their views were influenced by Marx 's 
ideas on expectations and his reproduction 
models [Wolff 1978 and Burkett 1989). 

Let me elaborate a little on Keynes' world 
view, since he is alter all one of the more 
important economists. Indeed, this is even 
more pertinent for. some economists 
including Joan Robinson consider the 
Keynesian revolution to be chiefly made up 
of his views on the role of expectations and 
his attempt to bring history into analysis 


Also, this will be important since it will 
provide a contrast lo the Ratexians' 
viewpoint. Now. Keynesian econometric 
practice was concerned with disequilibrium’ 
in a fundamental sense. There was no 
presumptionofa 'irue' model that just needed 
to be identified. In fact, most Keynesians 
would deny that true structural models ever 
exist for an economy (in the a priori sense), 
a view reinforced by recent re search in 
sunspot models [Ho witt and MacAffe 1992). 
This view is also close to the position of the 
present paper. In the words of Keynes. “The 
object of our analysis is not to provide a 
machine, or method of Mind manipulation, 
which will provide infallible answer, but to 
provide ourselves with an organised and 
orderly method of thinking out particular 
problems, and after wc have readied a 
particular provisional conclusion by isolating 
the complicated factors one by one we then 
have to go back on ourselves and allow, as 
well as we can. for the probable interactions 
of the factors among themselves. This is the 
nature of economic thinking. Any other 
method of applying our formal principles of 
thought (without which, however, we will 
he lost in the wood) will lead us into error” 
[Keynes 1973) Thus the Keynesian approach 
to econometric modelling looks for ‘good 
approximations. The theories arc just 
approximations of the real world and are 
confronted with data to uncover statistical 
macro-economic regularities Of course this 
method has an implicit possibility of a 
proliferation of model representations and 
equations. This however is not looked upon 
as something undesirable, since it is bebeved 
that there is no one given and ceruun 
interpretation of truth Forecasts are 
calculated as projections conditional upon 
particular data representations and die policy 
related decision-making uses these forecasts 
simply as extra souacs of information 
Keynesian views were treated in idynamc 
context by Harrod 1 19391. He worked out 
an interplay between the warranted, the 
natural and the actual growth rates Here, 
expectations played a major role in deriving 
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the instability propositions. Of course, the 
agenda which Hanud set for himself - viz, 
that of providing the limbs of dynamic 
economicanaJysts - was rather more general. 
However all that was swept aside by the 
surgical neatness of Soiow’s growth model 
(1956). It is important to note that implicit 
in Soiow’s model is the assumption (hat all 
the expectations are always fulfilled. This 
makes nonsense of Hamxl’s knife edge 
equilibrium. On a more methodological level 
it points to the crucial importance of an 
appropriate modellingof expectations. What 
Solow had produced was a steady-state 
growth model. In none but the steady-stale 
equilibrium models does the assumption of 
continuous fulfilment of expectations makes 
sense: indeed they are but equivalent ways 
of looking at the economy. 

During the 50s, Hahn attempted to model 
expectations. "I was concerned to show that 
perfect foresight paths gave rise to ‘forward 
dynamics' and would generally be ill- 
behaved if the ‘backward dynamics' induced 
by expectations based on the past events led 
to stability” [Hahn 1990]. One can notice 
here the genesis of the recent literature on 
intertemporal inconsistency. This line of 
work, obviously not meant as an exercise 
in descriptive realism was taken up recently 
by Grandmont (1986), Marcet and Sargent 
(1988) among others. The reason for this 
long period of stupor is not difficult to see. 
The Arrow-Debreu formalism had introduced 
a world of completely collapsible future. 
Since time was not intrinsically essential to 
this model, expectations did not have much 
of a role to play here. However theoretical 
economists were seriously concerned about 
the fact that it allowed no scope or place for 
money to exist. This concern led to the 
revival of the study of expectations as a 
major theoretical problem. It is clear from 
the work of Radnor (1969.1971) and Hahn 
(1980) that for money to enter essentially 
and meaningfully into an economic model 
it would have to have a sequential structure. 
This implies that there must be trading at 
every date and the agent is faced with many 
budget constraints. The Patinkinesque 
synthesis would not do since it was not clear 
as to why money should have a positive 
value in equilibrium. Indeed, as Hahn has 
pointed out, an autarkic solution with the 
exchange value of money equal to zero is 
quite compatible with the Patinkin framework 
rendering it rather useless for analysing 
monetary issues That I am not in total 
agreement withthis view will become aparent 
when I return to this theme a little later. 

At a more applied level, direct surveys 
have been used to understand expectations. 
Klien(1954), Haavelmo (1958) and Katona 
(1958) had already initiated good work on 
direct survey expectations so that fancy 
models could not escape direct testing. Direct 
teats are especially popular in the realm of 


inflationary expectation!. Particularly 
notable are Chang-Lee (1980), Lahiri (1980), 
Visco (1984,1986). Lovell (1981). Survey 
expectations are used for a variety of reasons 
as seen from Nerlove (1983), Kavasaki 
(1982,1983) and Mclutosh (1989) among 
* others. An excellent survey of direct studies 
of expectations is to be found in Pesaran 
(1987,1990). Such studies have an advantage 
over the indirect methods of studying 
expectations in the sense that in the latter 
case, the conclusions concerning the 
expectations formation process depend 
very much on the choice of underlying 
behavioural model. However the utility of 
such direct studies critically depends upon 
the accuracy with which expectations have 
been measured. Also the aggregative nature 
of the expectations series can also cause 
serious problems. This is especially important 
in testing for rational expectations hypothesis, 
where some fictitious representative agent 
is assumed. To what extent the survey 
expectations typify such a representative 
agent is a moot point. Hatekar (1991) has 
investigated the conditions that are required 
to be imposed on the choice behaviour of 
differing individual agents so that the 
expectations of the representative agent may 
be identified. These conditions seem to be 
too stringent to be likely to be observed in 
practice. Survey studies of expectations 
therefore need to be treated with considerable 
caution. 

Because of their empirical tractability. (he 
assumption of adaptive expectations also 
has played a major role in the empirical work 
on expectations. Though obviously 
unsatisfactory at (he theoretical level because 
of its arbitrariness, the assumption of adaptive 
expectations may be postulated as a 
convenient rule of the thumb. Muth (I960) 
has laid down the special circumstances 
under which the adaptive expectations 
hypothesis is optimal in the sense of yielding 
minimum mean square error forecasts. 
However in general the model fails to 
generate optimal forecasts. This is so because 
its extrapolative nature leads individuals to 
consistently neglect other kinds of 
information that could have been available 
to them at the ti rite of expectations formation. 

Rational Exi-fctations 

These criticism were taken care of by the 
rational expectations hypothesis (REH) 
startj ng with M uth's (1961) work. The model 
is based on the entirely plausible assumption 
that agents do not make systematic mistakes. 
The crucial question then is about how the 
individuals learn the underlying model which - 
generates the correct forecasts. However if 
it is assumed that the agents somehow come 
to learn the underlying model, the optimality 
properties of the REH can be verified. The 
rational expectations hypothesis can be taken 


to imply that the subjective conditional 
distribution of some random variable, say 
X(t) coincides exactly with its objective 
conditional distribution. Let i(t-l) be the 
information set that is available to an agent 
at time t-1. This set contains all the 
information available on all the relevant 
variables that enter into the relevant economic 
model and any other information, including 
that on past expectations that might be 
available to the agent at the time t-1. Let the 
finite dimensional column vector X(t) 
represent the random variables that the agent 
is interested in. Let f[X(t)/I(t-l)] be their 
joint probability distribution. Then the REH 
uses two mutually exclusive assumptions. 
Indealing with macro-economic phenomena, 
the REH practice is generally to assume only 
the equality of the first order moments of 
the subjective and the objective joint 
probability distributions. 

Thus, generally, 

X*(t) = E [X(tVUt-l)] 

= JX(t)*f[X(tyi(t-l)]dX(t) ... (1) 

where X (i) stands for the subjective 
expectation of the mean of X(t). Though 
similar expressions can be written down for 
the higher order moments of X(t). normal 
practice in macro-economic research is to 
postulate equation (1). On the other hand, 
in micro-economics, where more funda¬ 
mental issues like learning have been studied, 
the higher order moments are also assumed 
to be equal. .The optimality properties of 
these models depend critically on the 
following properties [Pesaran 1990]: 

(1 )Theexpectaiions errors conditional upon 
the available information sets have zero 
means. 

(2) The c i peaational errors arc uncotTclaled 
with the values of all the variables in the 
information set and hence with their own 
past values. 

In other words, the forecast errors should 
be orthogonal and lack serial correlation. 
Given these properties, the unbiasedness 
and efficiency of rational expectations can 
be proved in a fairly straightforward fashion 
[Pesaran 1990]. 

Let E(() be the error in expectations. Under 
the REH it then becomes : 

E(t) a X(t) - E[X(t)/l((-l)J 
E[E(iyi(t-l)] » 0 ( By the law of iterated 
expectations). 

The second property follows immediately: 
E [E(t-I)E (t)/I(t-I)J 

» E(t-1) E [Eft )/l(l-1)] * 0 (since E(t- 
1) is a known constant at time t). 

Thus, rational expectations forecasts are 
best unbiased. This properly has been crucial 
to endearing them especially to the applied 
economists. 

The ratexian analysis works on the 
assumption that a ‘true’ structure always 
exists for a given economy, this is in sharp 
contra distinction to the Keynesian view that 
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we elaborated earlier. The economy i> itself 
it modelled u being away from the mie 
tincture (hough tending towards it at a 
given point of time. The procedure then is 
to specify the most general form of equations, 
including an error correction term, in order 
to capture the out of equilibrium dynamics 
at well as the tendency to the 'true' structure. 
The ‘true* structure simply needs to be 
identified. It is generally assumed to be 
characterised by stable parameter values and 
a white noise error process. The ratexians 
thus fall into the positivist school, which 
seeks to validate models by their ability to 
provide accurate forecasts. 

The models advocated here use the Arrow- 
Debreu ’contingent claims economic model' 
in an essential way. They are basically driven 
by optimising actions of the agents and 
hence implicitly rule out disequilibrium and 
learning. Such models, 'small analogue 
economies’ are supposed to be useful ways 
of carrying out such experiments as would 
be very oostly in the real wprld. As Lucas 
puts it, ‘The central idea is that individual 
responses can be documented relatively 
cheaply...". Thisis indeed (he much-maligned 
method of ‘casual empiricism' or the method 
of just keeping your eyes open. However, 
to formulate such models, not of isolated 
Robinson Crusoes but of entire economies, 
a theory of group behaviour isdeariy needed. 
Here lies the nib. for under unrealistic 
assumptions, the representative agent makes 
its entry, unobtrusively, but which leadi to 
much tragicomedy, as will become dear as 
we proceed with this paper. 

A lot of progress has been achieved in 
formulating, specifying and solving rational 
expecUUOM models. For excellent surveys, 
see Taylor (1983) for methods of solutions 
in small models and Blanchard (1985) for 
analytical as well as numerical methods in 
lane models. A summary is also available 
in Blanchard and Fischer (1989). A detailed 
examination especially of solution methods 
ia earned by Whiteman (1983). 

U is dear that rational expectations require 
the agents to know the true model underlying 
the economy. This means that agents either 
already know or ate able to learn the tree 
model overtime. While it is dear that agents 
learn from mistakes, it is by no means clear 
why they should converge to the rational 
expectations equilibrium (REE). This 
prahtam hm only recently been studied. 
Again htse studies have normally though 
not necessarily been earned out for micro- 
economic rational expectations equilibria. 
An REE ia not merely a supply-demand or 
a market clearing equilibrium, it is also a 
stale of affairs where all learning has been 
completed. In studying the convergence to 
such equilibria two approaches have been 
followed. The first approach assumes that 
the agents know the correct specification 
of the equilibrium relationships between 


the market price* and the private signals, 
but do not know some of the parameters. 
These models employ a feedback type of 
estimation where the feedback is from 
expectations to the outcomes. Models in 
(his tradition are those, e g, by Tsylor (1973), 
Bray and Kreps (1984), Townsend (1983), 
andBrandenburger(l985). All these studies 
have repotted a convergence to the rational 
expectations equilibrium, except in the case 
of Bray and Kreps where the convergence 
is not necessarily to a REE However as 
Pesarant 1990) has pointed out ail these 
models assume (hat the agents know about 
the true relationships in the economy, but 
do not explain how the agents learn about 
these relationships in the first place. 

An alternative strategy that has been 
used is to model boundedly rational 
learning. Here, the agents are not required 
to know the true structural relationships in 
the model. However they are expected to 
follow a plausible learning rule to which 
they remain committed throughout the 
period during which learning is taking 
place. De Canio (1979), Radner (1982), 
Frydman (1982), Bray (1983), Bray and 
Savin (1986) all utilise the above framework. 
Here con vergence to the rational expectations 
equilibrium is possible but cycles and 
divergences cannot he ruled out. This 
approach is also problematic because the 
agent is not allowed to revise the learning 
rule in the process of learning. This would 
already assume some a priori knowledge 
of the working of the economy. The models 
do not explain the source of such extra 
modular knowledge on the part of the 
agents. 

Some Fukthe* Problems 

The nadir of ratex approach was reached 
when the representative agent became 
fashionable and adorned with new - classical 
assumptions. As an aside, I may mention 
that this is one more instance where the 
relentless and single-minded application of 
a perfectly plausible first principle leads to 
nonsensical pro positions. Earlier, the neo- 
classicals had taken the marginal principle 
of Ricardo and transformed it into a uni¬ 
versal principle of cosmic Order, with the 
consequent enneoaung effect on research 
in economics. Human ingenuity, it would 
appear, seeks to logically refine every idea 
io the extreme, leading to, what I term as 
the 'refinement trap', whilst wisdom lies in 
holding back, if one is to end with anything 
but the ‘atoms and the void’. Let me first 
turn to the policy neutrality proposition 

Rational expectations by themselves are 
not sufficient to generate the policy 
neutrality propositions that have recently 
taken the micro-economic profession by 
storm, Tobin (1980) amongst others has 
investigated this matter. The REH has to 


be combined with the assumption of 
continuous market clearing to justify policy 
neutrality. This input has been supplied by 
the search for microfoundations of macro¬ 
economics. Since it is difficult to justify 
nominal rigidities on purely theoretical 
grounds, markets are taken to clear instant¬ 
aneously. In the standard literature concerned 
with the issue of microfoundations. a 
necessary albeit an implicit assumption has 
been that of the homogeneity of expectations. 
Without this assumption, the use of the 
representative agent paradigm becomes 
methodologically untenable. Haiekar (1991) 
shows that the classical theory of choice 
does not put enough restrictions on decision¬ 
making to achieve this. The additional 
assumptions required are not likely to be 
satisfied in practice. 

Lei me say a few words about the 
‘representative agent’. Now. any given 
macro-economy consists of several diverse 
individual agents, co-ordinating their 
economic actions. Indeed, macro-economic 
outcomes arc results of such co-ordination 
and interaction. Rather than model the entire 
collection of channels through which agents 
interact with each other, the analogue 
economy school makes the short-cut 
assumption of a representative agent Some 
hypothetical representative agent is assumed, 
whose actions are deemed lobe synonymous 
with macro-economy's responses. Thus, 
macro-economic activity, rather than being 
seen as a result of inter play of agents' action 
is seen as a aggregative micro-economics. 
No serious effort has been made by 
economists of this school to verify that 
such a short-cut is possible Indeed, Mathur 
(,1993) persuasively argues that (he basic 
assumptions here arc very highly tenuous. 
One way of rationalising the representative 
agent is to look at the individual as 
mimicking the aggregate, with the 
implication that the aggregate made op of 
several maximising agents, itself behaves 
like the maximising agent. There is no 
formal justification for this. Individual 
maximisation does not - as we well know - 
does not necessarily engender collective 
rauonality. A very simple illustration of 
this is the prisoner's dilemma. 

Thus, unless one wants to risk taking the 
position of 'individual fou n da ti onal inn’, 
such models ought not to be used for policy 
analysis, for, the identity of the rep r es e nt ative 
agent is itself not mvariartto policy changes. 
Of course there is (he further shortcoming 
that, all considerations of distribution, as 
also the response heterogeneity and diversity 
are ruled out by definition Surely there are 
matters that warrant consxieration 

It is in this context that the concept of 
culture comes into its own Economic theory 
however makes relative)) link use of itm 
concept. The term culture is used to refer 
to that part of hehavniur which is acquired 
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by unconsciously imitating the conscious or 
the unconscious examples of the surrounding 
society [Max Steur 1990). In such a set up 
the state of the world is inferred by looking 
at the other agents of the society. Here 
optimisation and imitation can coexist. The 
stablecoexistcnceof fundamentally different 
modes of learning ts a very real possibility 
that the mainstream learning models have 
ignored. Even with a uniformly naive 
population, i e. one that uses association or 
a slightly more advanced analogical form of 
reasoning, there might be islands of perverse 
selection. Further this may be a stable 
phenomenon rather than just a fleeting 
suboptimality. All this must put some doubt 
into the minds of those who seek to aggregate 
micro-phenomenon on the often implicit 
assumption of homogeneity and the 
consequent application of some form of the 
certainty equivalence principle. Indeed, there 
emerges a serious doubt about the logical 
validity of some of the macro-categories 
when viewed as aggregates of the 
corresponding micro-categories in the ex 
ante sense. Hicks (1939; made much the 
tame point. "Nothing has been said about 
income, about saving... My decision to 
abstain from using these categories was 
deliberate. In spite of their familiarity. I 
do not believe that they are suitable tools 
of analysis which aims at logical precision... 
Aube bottom they are not logical categories 
at all. But if we try to work with terms of 
this sort in the investigation we are here 
concerned with, we are putting on them a 
weight of refinement that they cannot bear." 
The upshot of this must be that trying to 
work up to macro-economics from micro¬ 
economics in the traditional way is a false 
start. Macro-phenomena are not derivable 
by simple aggregation from the micro¬ 
phenomena. They of course depend on the 
micro-level reality but they also have a 
statistical existence of their own. They 
represent a specific reality in their jwn 
right. Macro models derived without taking 
into consideration these factors and used 
to obtain policy propositions give rise to 
the mythical propositions of present day 
macro-economics of tenuous validity 
especially since they implicitly assume the 
existence of the representative agent. Let 
me drive home the point by elaborating 
further. There is implicit in the ratexian 
analysis an assumption of foundationalism. 
Foundalionaiism also allows the economist 
to rule out irreconcilable inter-agent 
differences amongst economic agents. 
Indeed, differences in conception are seen 
as perceptual differences arising out of 
ihcompleie or asymmetric information. 

> These are then treated as frictional rigidities 
-and thus of peripheral interest, for the 
'theoretician The rational agent is deemed 
ffo somehow be capable of ‘learning' and 
. thus smoothing out these difficulties. 


re-34 


All this means that modern macro¬ 
economics never really differentiates itself 
from micro-economics. Asa relevant aside, 

I may mention that acritiqucofthe position 
of foundationalism and the related 
ontological individualist, from a hermenue- 
tical point of view has been advanced. Of 
course, this has been the handiwork, mainly 
of sociologists and cultural anthropologists 
[Jarvie 1972). In recent times following 
questions, e g, have been debated. 

(1) Docs there exist an aggregate reality 
which i s di fferent from (he sum of its parts? 

(2) If such a reality exists, how is it different 
from the individuals constituting it? 

(3) What is the relationship of such a reality 
to its constituent parts? 

(4) How does one understand such a reality? 

This context, naturally leads me to the 

micro-macro debate, with special reference 
to culture. One of the pioneers held the 
view that aggregate (macro) reality had an 
independent existence in its own right 
[Comte 1864). Of course, this is extreme. 
The position of the ontological individualist 
cannot be completely negated. Rather the 
differene between these two realities may 
be understood as follows. When one is 
asking a question about the individual 
behaviour, the answer comes in terms of 
intentions. However one cannot get a.similar 
answer when it comes to a question posed 
about an institution. Here the answer has 
an implicational conotation [fordiscussion 
in this and related areas, see Hatekar 1993). 
A simple example is that of the institution 
of money, which is not of anyone’s 
conscious creation. A focus on imp) ications 
produces a view of the social whole as a 
logical system. A theory of group behaviour 
will have to lake this into account. The 
meaning of a whole is in terms of its parts 
and its organisation (emphasis added) the 
meaning of a part is in its logical articulation 
with other parts to form a whole [Hanson 
1975], An attempt to understand the whole, 
exclusively in terms of its< intentionally 
acting individuals will lead the scientist 
astray. The distinction between the 
intentional and the implicational meaning 
parallels the micro-macro behaviour. This 
may be elaborated by any number of 
examples for instance those of aggregate 
savings or investment [Hatekar 1993]. Let 
me make a longixh detour here to deal with 
tangentially related topic, of the existence 
of money in an economic model. 

A Detour ... on Money j 

Now. one of the classic problems that 
was in vogue not so long ago was to prove 
theexistencc of money in an Arrow-Dt&reu 
model. After all Arrow-Debreu model is 
the most elegant model that theoretical 
economists have at Ihetr disposal and if it 
did not have a place for money in it, 


surely it was a matter of grave concern. I 
shall later argue that the way in which 
arguments were made were fundamentally 
(methodologically) flawed, but as Voltaire 
would say, ‘text before criticism'. Thus, 
let me begin by recapitulating some of the 
arguments. 

In a scathing criticism of the practice of 
modelling monetary economy in the Arrow- 
Dcbreu paradigm, Hahn amongst others 
opined that the most well developed model 
in economics had no place for money in 
it. Taking the case of Paiinkin's effort 
Hahn tried to argue that since it was 
compatible with an autarkic situation, it 
was basically not very useful in discussing 
matters pertaining to money. This was done 
by constructing a formal model in the spirit 
of Patinkin. in the Arrow-Debreu format, 
with n goods, the last being designated as 
money’. Linder the usual conditions then, 
it was possible to show that there existed 
an equilibrium, i.e. P > 0. such that Z(P) 
< 0. Starting from this point it was then 
demonstrated that it was possible to induce 
an equilibrium, holding the nth component 
of the price vector equal to zero. Thus with 
exchange value of money being non- 
positive there was no rationale for its 
existence. The argument then extended on 
two counts. One, that this happened because 
'money' was given no special role to play 
in this model, and second, that the under¬ 
lying model was essentially static. The 
latter point needs some labouring upon. 

The main reason underlying this 
argument needs a recap of the Arrow- 
Debreu construct. In its original and most 
basic formulation, it deals with complete 
markets and essentially static scenario. This 
bears a word ol explanation. There arc 
futures markets admissible so that in the 
strict sense it is not a one period economy. 
However, once it is assumed that markets 
are complete, in the sense that all future 
contingent and insurance markets exist, all 
the contracts regarding present and future 
deals are effectively signed in the first 
period itself. The only uncertainty allowed 
is state dependent and that can be taken 
care of by insurance markets. Of course, 
one objection that could be raised 
immediately is that this requires the 
existence of too large a number of markets. 
This objection was taken care of by an 
ingenious contrivance of the so-called 
Arrow securities. This was technically 
accomplished by looking at the underlying 
» basic vectors or what in linear algebra is 
called the spanning set. This tremendously 
reduced the order of the number of markets 
required. However, all this still allowed for 
a collapsible market, in that, one could still 
operate with a single budget constraint. It 
is to Radnor that credit goes for pointing 
out that what was missing from the point 
of view of a meaningful model was for 
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trading to noecessarfly take place at every 
date. This, he called an essentially sequence 
economy. He also incorporated some more 
complications by endowing the structure 
with asymmetric information. Hut Hahn 
later showed that his results and arguments 
were not crucially dependant on the asym¬ 
metry condition. Indeed, with the assump- 
tionof incentive compatibility, ‘asymmetric 
information' loses most of its bile. 

Now the real crus arose, for. an essentially 
sequential economy was truly dynamic in 
the sense of incorporating lime. Once the 
time was incorporated in the model, there 
was no way that expectations could be kepi 
out. Of course, this does not end here. for. 
with expectations, there is a possibility ol 
mistakes and (hen the crucial question, it 
would seem, has (odeal with social (system) 
learning. This is also where the diflcrcncc 
between micro and macro comes into focus. 
After all. human beings especially in 
incomplete information environment, ail 
in a culturally constrained, norm-based 
fashion. This is a difficult problem. The 
mainstream economists, especially the 
ralexians chickened out and took the easy 
way. They treated this question ol learning 
by ignoring il and studying Ihc system 
behaviour in equilibrium, when anyway all 
learning is presumed to he complete. 

Now, this question ol culture constrained, 
norm-based learning is a pretty complicated 
issue and cuts freely into the domains of 
other social sciences. Here we make an 
attempt to suggest a way ol looking at the 
rather limited yet vastly difficult area ol 
'perpetuation' of certain norms, without 
getting entrapped in the cpistcmic tangle 
of the 'origin' ol norms. This latter enquiry 
I believe is intractable and wrong headed, 
from a social point of view. lor. u will lorcc 
us into a static-ontological methodology 
while examining ihc question of existence 
of money. 

To make my position clearer. I need to 
draw on some ol ihc concepts in game 
theory, in particular ihc concept ol 
evolutionary stable strategy. Pioneering 
work in this area is due to John Maynard 
Smith by way ot an application in (he 
domain of biology. Kaushik Basu has 
recently suggested - in applying these 
concepts to human societies - sonic 
modifications leading in an intuitively 
brilliant framework. In the classic Hawk- 
Dove game, there arc two types of pheno¬ 
types and one can then ask questions 
regarding Ihc viability rts-a-w the survival 
of each type of agent under different 
assumptions about the division ol 
population. In (he societal context, question 
may be asked about the success of ins asion, 
leading to the concept of evolutionary 
stability. Understood in the context of social 
institutions, this implies that survival ol 
certain type til involutions in a society is 


not necessarily a pointer to their optimality, 
but one can plausibly argue that its existence 
cannot be completely detrimental to society. 
Also this framework is useful to analysing 
the 'culture' prevalent in the society. This 
is achieved by reducing Ihe pay olf matrix 
suitably, to rule out certain strategies that 
are not permitted in a society, given its 
norms. This leaves open Ihc possibility, ol 
certain suhopnmul institutions, which have 
emerged as historical accidents, surviving 
in astablc sense. The immediate application 
of (his lo the case ot 'money' is obvious. 
In mathematics, perhaps, the logical 
neccessny is paramount, but in economics 
which concerns itself with lile as il is live 
in real (historical) lime, historical accidents 
can serve as initial causes. The perpetrating 
causes need not strictly fall in the category 
ot 'logical necessity' hut it may sullicc it 
they arc merely ‘tolerably viable'. Thus, 
the search tor existence of money in an 
economic model m the 'ontological' vein 
is wrong headed the more sensible 
procedure is to treat it in the existentialist 
mode Before I return to the main ihemc, 
let me just mention that this frame ol 
analysis has deep ramifications. For 
example, using it, il is possible lo show 
how a population where a critical mass 
reads' Monetarist literature, may gravitate 
Inwards a 'monetarist' economy in a self- 
fulfilling sense, thus shedding light on ihc 
nature of social truth. This formalism also 
allows ustobringtn culture' into analysis 
This could be done in two ways First, ihc 
original game pas-sill matrix may be 
reduced in a normed determined fashion 
Second, in a repeated game context, ihc 
rale ol convergence (learning i may be 
ilitlcrcnl lor dillerenl societies leading lo 
dillerenl stable solutions, basing started 
trom the 'same initial conditions I have 
perhaps drilled loo tar afield and so lei me 
quickly bring this demur m an end and 
return lo ihc mam concerns 

Mil nii-MX i'an Banx.i 

There is ample evidence in w hat has been 
thus lar said to surmise that ihc bridge Irom 
micro lo macro-economics is not simple. 
The causality perhaps more importantly 
runslheofhci way round. I stress this here, 
since it is lar less recognised Macro- 
economic research propositions whether 
ihey are true or not have the power lo create 
sunspots which Iced inio the agents' 
micro-behaviour within an cxpcctmional 
Iramc Indeed, these provide inputs to 
give a substantive meaning lo micro-level 
laiionaliiy How then do ihc agents team 
or derive expectations! content trom 
received macro propositions? Our con- 
iccturc is that not unlike the teaming by 
children, the social learning ot technical 
economic propositions never goes beyond 


the first stages of Piaget's scheme. It is 
thus mainly through associations and 
simple analogies. Individual learning in 
Ihe social context is culture constrained, 
taking place through fables with simple 
morals. Though there is a tacit recognition 
of ihc complex nature of things, at the 
operational level, anecdotes and fables are 
what survive as simple learned truths. These 
arc historically reinforced by associations 
thrown up by casual empiricism Cultural 
constraints and belief formation then 
become central to this whole process of 
expectations tormation which into the micro 
behaviour and indeed provide the 
parametric environment for rationality. 
Beliefs here are a part and parcel ot the 
variables that need explaining They would 
thus need to be endogemsed. There is an 
increasing realisation among the economists 
that ignoring beliefs and simply modelling 
facts could be illegitimate, [see. eg, 
Samuclson 1958. Tirole 1985. Grandmont 
1986. Woodtord 1988 and for a slightly 
dil Icrcm treatment Canning 1990]. Macro- 
economists hjvc suddenly woken up to Ihe 
possibilities ot self-fulfilling beliefs and 
sunspots which seem to indicate to the 
importance of endogcmsing beliefs. An 
interesting work in this area is by Kirman 
1 1983 1 w here he shows that once the beliefs 
arc endogemsed. consistent belief structure 
may lead agents lo be trapped mlo what 
he terms as misinformed equilibria'. 
Extrinsic uncertainly, self-fulfilling 
prophecies, animal spirits and related 
phenomena have been thought for some 
lime to have a role in macro-economics. 
Recent work | Shell and Wright 1991. and 
Chiappon and Guesncnc 1991] shows the 
various ways in which these effects may 
materialise. One interesting and pertinent 
interpretation they piovidr is (hat sunspots 
can act as signalling device, to co-ordinate 
individual whom, as well ax a randomisation 
device lo convexity opportunity sets. The 
major problem here is to do with the 
umqucnessol solution which lo hold requires 
a position which is in consonance with the 
classical philosophical position that (ruth 
wans out there to he uncovered rather than 
(he prevalent view of train as a property of 
propositions Facts, in economics being wiuf 
they are. (i e. dependent on both our 
conceptual Iramc ax well ax the initial 
conditions i il is perhaps best not to strive 
lor uniqueness in the ontological vein for 
(his may very well lead us io the self- 
referential problem ol ’who programmes 
the programmer' type 
Thus. I hold that macroeconomic research 
and the associations and analogies it throws 
up lead to expectation*! equilibria through 
bubbles and sunspots Obviously there is 
nothing m the nature of things that stops Ihe 
set of such REE from has ing the canhnahty 
of the continuum. Ot course, pure sunspot 
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models are difficult to rational! se in a relevant 
way. Lucas circumscribed between the real 
and the sunspot equi libria. thereby reducing 
the total number of possible rational 
expectations equilibriaThere exists a broad 
spectrum of possibilities from the 'pure 
sunspots' to the 'completely real' eco¬ 
nomies. The contribution of many rational 
expectations theorist has been inclined 
towards the more real end of the spectrum. 
This is a superstructure, as it were , built 
upon the foundations of Arrow-Debreu 
formalism. Consequently, the problem of 
multiple equlibria has to be faced. Each of 
this equilibrium has a particular historico- 
institutional structure implicitly built into 
it. The whole space of economics may be 
partitioned into subsets each of which is 
an island of possibilities and not necessari ly 
a singleton. Which island one reaches and 
which specific possibility is in fact realised 
is a matter of historical circumstances. A 
certain degree of policy-path connected¬ 
ness is presumed to hold with respect to 
almost all the islands (else we must face 
a no exit situation). In general, there 
exist several equilibria on each of these 
islands. A selector function must now be 
employed to specify an ordering over these 
equilibria. The selector function must also 
provide an orderi ng over the set of supremai 
(most preferred) equilibria across the 
islands. 

It is interesting to speculate about the 
interpretation of the famous Natural Rate 
Hypothesis’(NRH), in this scheme of 
things. Friedman has denned the natural 
rate as that rate of unemployment that is 
grounded out by the Walrasian system of 
equations. This is very much like the 
Smithian stationary state where the 'full 
complement ot riches have been reached’. 
The difference lies in the fact that while 
the Smithian stationary state was brought 
about by the forces operati ve on the demand 
side, the forces that bring about the natural 
rate operate on the supply side. The parallel 
is drawn simply because both of them share 
the ideology of the non-interventionist state 
Thus take agents to be ratexians (having 
identical expectations), suck time out of 
the model, use the Lucas critique, and hey 
presto, you have policy ineffectiveness. 
The policy ineffectiveness proposition 
points to the impossibility of exploiting the 
trade off between inflation and unemploy¬ 
ment that never was. For the very assump¬ 
tions of the model rule out any trade off of 
this kind so that the structure of the model 
leaves nothing to exploit. Indeed the long- 
run policy ineffectiveness proposition comes 
very dose to being an exercise in vacuous 
logic. Yet there is something to be said for 
the policy ineffectiveness proposition. On 
• given island (conditioned by the historico- 
institutional and informational structure), it 
allows us to identify those equilibria where 


the application of policy in the narrowest 
sense might yield superior results, by way 
of transition to those equilibria where NRH 
holds.If one reaches one of the best 
natural rate equilibrium on one island then 
the NRH points to the fact that a set of 
di fferent ty pe of policies need to be brought 
into play, to make a transition to possibly 
an even better NR-equilibrium on another 
island. The Natural Rate Hypothesis 
(NRH), 1 believe, thus helps us for 
taxonomic purposes in the classification of 
the policy type. 

Though the importance of expectations 
cannot be denied on the theoretical plane, 
one needs to be careful whilst incorporating 
them in a macro-model. Micro theory tries 
to understand and explain agent behaviour. 
This entails an element of volition on the 
part of the agent and a perception of the 
environment leading to mental constructs 
like the familiar schedules and hence a 
presumed role for expectations about 
familiar variables. Macro-phenomena 
appear in quite a distinct way. They are the 
realisations, concrete results ot the agent 
actions, given the actually existing 
environment. The fallacy of composition 
has to be guarded against. Also, they are 
methodologically unacceptable if they 
involve the assumption of homogeneity of 
expectations and thence an application of 
the certainty equivalence principle. A trade 
off as always has to be worked out, between 
the cost of modelling expectations and the 
consequent benefit in terms of statistics 
and/or added economic insight into the 
working of the process at hand. 

Is CoNCIX'SION 

Having been critical of much that is 
being done in the main-stream of economic 
profession, it is perhaps lime to take stock. 
My own views about macro-economics, 
which come fairly close to the 'coherence' 
school fagatn see Hatekar 1993] opens 
doors for 'subjectivism' in all its splendour. 
As Rorty (1979) puts it,"... theories seem 
to license everyone to construct his own 
little whole. - his own little paradigm, his 
own little practice, his own little language 
game and the crawl into it". Let me make 
haste to clan fy that my point here is mainly 
to inject a small dose of modesty into the 
practitioners of our profession. 

That dynamics is crucial to economic 
theorising is at least as non-controversial 
as things can be in economics. It is than 
a straightforward corollary that time and 
uncertainty cannot be left out. Trying to 
get these two elements into economic theory 
has truly been a pons asinorum of 
mainstream economics. Let me recall that 
the most elegant model we have. viz. that 
of Arrow-Debreu for the competitive 
economy is essentially static. For all the 


‘uncertainty’ and ‘time’ incorporated, it 
continues to be a model with collapsible 
future. Indeed it has no place for money, 
which leaves the entire area of monetary 
economics without foundations. Of course 
several refine menu are possible. One such 
is the introduction of the called Arrow 
securities, which are the basic securities 
which span the entire contingent market 
space, and considerably weaken the 
requirement of the existence of complete 
contingent markets. The other route is to 
postulate an essentially sequential structure 
to the economy with trading at every date. 
This along with asymmetric information is 
the path followed by Radner, whilst Hahn 
puts more emphasis on transactions costs. 
Either way one reaches missing or 
incomplete or inactive markets, and creates 
scope for analysing a monetary economy. 
One may now incorporate expectational 
structures are tackle dynamics analytically, 
as Grandmont amongst others has done. 
But this way of modelling is fatally flawed, 
since, all the expectations are based on well 
behaved probability distributions. Also, 
there is no scope for disequilibrium 
behaviour to show up. and hence learning 
to take place, so that one never does leave 
the world of steady state with its notional 
time. Thus the Arrow-Debreu model and 
its generalised variants continue to be 
deficient in that they are steady stale quasi- 
dynamical systems, mostly without 
heterogeneity. This is about as much as the 
analytical methods will permit. It is here 
that computational economics can be of 
help (Kendrick 1981, 1988. Amman and 
Kendrick 1990], Computational techniques, 
must be turned to for a greater understanding 
about relevent models of economies, e g. 
with all types of uncertainties embodied. 

Finally, to sum up. in order to be in a 
position to incorporate dynamics into our 
analysis and to make progress with our 
understanding of economies, three things 
must importantly happen. First, induction 
of real time into our models, so that we 
may model disequilibrium process 
dynamics, and realistically endogenise 
learning. Second, allowing for interactive 
dynamics in the intra-temporal sense, or 
quite simply making room for heterogeneity 
among agents, by incorporating 'culture' 
so that one may avoid the fallacious 
propositions derived from misguided 
aggregation leading to representative agent 
models. Now, given the tools at our 
disposal, only to a limited extent can the 
above be accomplished analytically. This 
directly leads me to my third requirement, 
viz, a symbiotic relationship between 
'theory' and ‘empirics'. It is a safe 
conjecture that the next real advance in our 
understanding of economics will come from 
the specific area of computational 
economics. It has been a real tragedy for 
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economics, that it* practitioners have 
resolved themselves into two distinct 
compartments, via, those who indulge in 
high theory and others who dirty their 
hands with empirico computational work. 
Whilst the latter group has at least 
sometimes tried to incorporate the 
advances made in theory, the high priests 
of theory have almost always shown scant 
regard for their 'empirical' colleagues. 
The earlier we break down the partition 
which exists between these two cultures in 
our profession the better it would be for 
all concerned. 
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Nature of Capitalist Transformation 

Continuing Relevance of Marxism 

James Petrus 

» 

Chronis Polychroniou 

Since the collapse of Soviet-style planned economies in central ami eastern Europe and the disintegration of the former 
USSR, Marxism has been dismissed by intellectuals of all political stripes as a potentially relevant force. This is profoundly 
mistaken, for the collapse of bureaucratic collectivism vindicates Marxism in theory' and political practice. This paper 
highlights the relevance of Marxism in understanding the fall of state socialism and the deep structural dynamics and 
contradictions of contemporary capitalism. 


SINCE the collapse of Soviet-style planned 
economies in central and eastern Europe and 
the disintegration of the former USSR, 
reactionaries, conservatives, liberals, 
neoliberals, i ex (socialists, some feminists, 
and post-Marxists are desperately trying to 
outdo one another in devising (he ultimate 
requiem for Marxism. 

The dismissal of Marxism as cither an 
intellectual tool or as a potentially politically 
relevant force in the contemporary world is 
profoundly mistaken The collapse of 
bureaucratic collectivism signifies (he 
definitive vindication of Marxism in theory 
and political practice. Whai look place in 
the former slate socialist countries in the late 
1980s and early 1990s was the end resuli 
ot a massive legitimacy crisis caused by the 
political and economic alienation ol the 
working class from the work place and the 
polity. Moreover, the chronic crisis of 
capitalism over the last 20 or so years 
(stagnation, massive unemployment, global 
economic polarisation, declining living 
standards) has now reached historically 
unprecedented levels, thus validating the 
Marxist critique of capitalism. Whal is 
happening to most capitalist economies and 
countries throughout the world iseomparahlc 
to the pioccsscs that look place in the mid- 
19th century - large-scale growth ol capital 
accompanied by a geometric rise in 
unemployment, poverty, crime, and 
suffering. 1 Today, the official number of the 
unemployed in the OECD countries stands 
at over 35 million and is growing, with some 
15 million having given up searching lor a 
job. ; Indicative ot the nature as well as the 
severity ot the crisis, the rate ol 
unemployment in (he youth labour force 
among several of the OECD countries is 30 
per cent.' By the end of the I98(h, 15 ot 
the so-called 'developing' countries had 
steadily declined in income growth, with 
Mime ot the 'economic miracle' cases - 
Nigeria. Argentina, and Venezuela - having 
their GDP drop by double digits 4 World 
inequality has also reached new dimensions: 
In 1989 the ratio differential in per capita 
income between the richest 20 per cent of 
Countries and the poorest 20 per cent siood 
*b5 to I, and at 140 to I between the richest 


20 per cent of people and the poorest 20 per 
cent. 4 Capitalist 'development' has ensured 
that one billion of the world's people live 
in absolute poverty.'’ More than 15 million 
children die each year irom poverty.’ At (lie 
same time, and equally as important, the 
structural contradictions ot late capitalist not 
only continue to go unchecked, regardless 
ot whether capitalist governments intervene 
systcmically in the economy (liberal/social 
democratic) or not (neoliheral) but the 
principle ot profit maximisation now 
threatens (he world with an ecological 
disaster The tropical forests, already 
eliminated hy more than 40 per cent, are 
disappearing “at a rate of 30.1X8) to 37.000 
sq miles every year"* as multinational timber 
companies arc having a field day under free 
trade, free market legislation - the recipe for 
the uninhibited accumulation of wealth hy 
the corporate and finance masters at the 
expense of the rest of society and.ot course, 
of theenvironmental/ccological system. The 
anarchic profit-drive system of capitalism, 
with us air pollution, haphazard disposal 
ol indusirial waste, ozone-damaging 
technologies, and land and water conta¬ 
mination. is rapidly converting the pl.inci 
into a "hellish place". The way, therelore, 
to deal with the problem ot environmental 
degradation is to drastically alter the 
structures ol the economy. do away altogether 
with the system of capitalism. No other 
response can be counted on to satisfy the 
environmental requirements To be sure, 
“those who locus on people as the problem, 
rather that on |the| economic and military 
practices" ot capitalism, as Victor Wallis 
writes, "need fo be reminded that the US 
leviathan alone emits more carbon dioxide 
than Asia. Africa, and Latin America 
combined".'' 

Welcome to the make-believe world of 
the new capitalist order. While the media* 
and the intellectual ideologues of capitalism 
arc trying to convince the world ot what 
an antiquated system is Marxism, the 
“natural laws of capitalism” arc working 
in the meantime to frightful perfection, 
spreading misery and destruction along 
their path. Indeed, the objccti vc conditions 
for socialism have never been more ripe 


than they are at the present historical 
juncture. Socialism or barbarism is in many 
respects a far more relevant call today than 
it was in the 1950s. Yet. the problems 
facing Marxists today and in the proximate 
future are very daunting. To reinvigorate 
belief in the validity of Marxist thought 
and the socialist vision is hy far the biggest 
and most immediate task that Marxists 
have to confront. 

Wc will begin with a discussion of the so- 
called 'crisis of Marxism', arguing that it is 
a crisis of the intellectuals - a 'failure of the 
nerve - . In the face of powerlul pressures 
emanating from the capitalist centres, the 
'crisis of Marxism' is seen as a subjective 
reality rooted in the misperceptions and 
sense of powerlcssncss of the ex-Marxist 
intelligentsia. By arguing and analysing the 
subjectivity'ofthe crisis, we willheclearing 
the way toward opening up a discussion of 
the objective relevance ot Marxism in 
analysing both the demise of bureaucratic 
collectivism and the structural dynamics and 
contradictions of contemporary capitalism. 
We will then proceed by highlighting the 
relevance of Marxism m understanding the 
tall ot state socialism. In this regard it is 
important to remember that while bourgeois 
writers first described 'communism' as on 
the brink of imminent collapse and 
subsequently as a 'totalitarian monolith' 
incapable of internal evolution and reform. 
Marxist critics focused on the contradictory 
nature ol state socialism (tensions between 
its worker origins and bureaucratic rolership. 
tensions between its socialised production 
and bureaucratic control and appropriation 
of surplus) and its ideological claims 
(collective good versus privileged cities). 
Wc will then (urn todiscussmg the relevance 
of Marxism in understanding the deep 
structural dynamics and contradictions of 
contemporary capitalism - in a fashion that 
highlights the way in which the Marxist 
analytical framework is superior to any of 
the competing liberal, neoclassical or 
postmodernist approaches. This in turn will 
allow us to raise the real challenges and 
problems that face Marxism in its struggle 
to become politically relevant in the 
contemporary world. 
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Cams op IwTELLarruAU 

In one not unsubstantial sense, the 'crisis 
of Marxism' as it is dtteuxsed today is a 
'crisis of the intellectual nerves' - it is the 
capitulation of the former leftists belore the 
seemingly overpowering presence and 
politico-military triumphs of capitalism in 
the contemporary world. 1 " The ex-leltists 
arc traumatised by their negati ve vision: The 
world market is everywhere, the rules ut the 
international banks arcimposed consistently, 
the industrial working class is in retreat or 
declining, the United Nations has become 
a US-European global police force. Faced 
with this apocalyptic vision, the cx-lcftists 
decide it is best to operate from the market, 
to manipulate the rules ot the banks on the 
margins, to narrow their locus lu local 
activities (‘civil society'), to make a virtue 
of necessity by joining the chorus 
condemning state intervention and the 
struggle for state power, to embrace narrow 
cultural identities as the focus ol militant 
activity in the interstices left by the dominant 
capitalist powers; in a world, turn to 
'possibilism' - the hope that by painting 
mascara on Moloch, greed can be harnessed 
into a capitalist humamsi social pact. 

The 'failure of the nerve' is tooted in the 
failure of the left to resist the ideological 
pressures trom the western mass media and 
slates (as well as their intellectuals inunifnrm) 
to amalgamate Marxism with the bureaucratic 
collectivist regimes and to reproduce history 
from an anti-socialist, anti-working class 
perspective. There isthe perception by many, 
particularly on the lelt, that the collapse ot 
the bureaucratic collectivist regimes reflects 
the 'lailurc' ol Marxism. Insofar as this view 
has permeated social and political movements 
worldwide, it has severely weakened all ol 
the left, including those who understand 
otherwise. Insolar as this perception has I At 
to defections toward liberal politics and 
sectoral reformist movements, n has 
narrowed the arena ot public debate, closed 
access to media outlets and lostered 
demoralisation and disorientation in the 
popular movements. 

Second, insofar as substantial parts ol the 
left - including non-communist sectors - 
were materially dependent on the 
bureaucratic collectivist regimes lor support, 
the demise ol the latter has undermined the 
willingness and ability of the left to (unction 
outside the parameters ot world capitalism. 
Third, the political class in the west and the 
ex-communist bureaucrats in the cast have 
monopolised the mass media and public 
debate on the meaning ol the collapse ol 
state socialism, amalgamating bureaucratic 
collectivist ideology wiih Marxism. Insolar 
as they have been successful in convincing 
the populace and intellectuals of their 
equation (collapse of bureaucratic 
collectivism * end of Marxism), the tasks 


of clarifying and distinguishing Marxism 
form bureaucratic collectivism has become 
infinitely more difficult. 

For the above reasons, contrary to what 
many anti-Stalinist Marxists believed, the 
demise of bureaucratic collectivism has not 
cleared the way for a reasoned considerat ion 
of Marxist theory and practice, nor has ii 
facilitated the growth of autonomous, 
authentic Marxist movements As a 
consequence. Marxism around the world is 
viewed now by many academicians and 
political activists as an ideology whose lime 
has passed. 

Bot'HKkots vs Marxist Cm hooks <* 
Bi'kkau KAiii Coujitivism 

Bourgeois writers were never able lo 
provide coherent, sound analyses and 
explanations ot the rise and evolution ol 
state socialism or of the outbreak of socialist 
revolutions. Describing socialist revolu¬ 
tions as ihe novelty of armed, minority 
revolutionary groups is a blatant distortion 
of the objective historical conditions (hat led 
(he dispossessed to revolutionary change 
oriented toward achieving greater equality, 
social justice, and freedom Furthermore, 
the charactensationol stale socialist regimes 
as 'totalitarian' and incapable ol internal 
retorm is sufficient to make clear the 
inapplicability ot bourgeois, liberal dis¬ 
course in understanding and explaining the 
historical and structural reality ol the 
development ol bureaucratic collectivism 
The same is true ot its demise The celebra¬ 
tion ol the collapse ol state socialism b> 
bourgeois wmers is a paihetie display ol 
lilllc catechism - formulations construed in 
terms ol ideological subjectivity shaped and 
determined by an esscniialist. ann-socialisi 
discourse that aims to dismiss Marxism 
altogether 

For some wntcrsthcdemiseol bureaucnuii 
collectivism signified the worldwide 
ascendancy ol liberal democras'y. the supre¬ 
macy ol capitalism - the end of history' 
According tolhis view, socialist revolutions 
were a detour in the march ol historv toward 
liberal democratic capitalism For others, 
the socialist revolutions were the hidden 
hand behind bourgeois revolutions, dealing 
prc-capitahsi debris liom society and 
preparing the way toi a new and more vital 
stage ol capitalist development 

The “end ot history" argument, embodying 
a pseudo-Hegelian, teleological view ol 
history, tails to see libcral-c.ipit.ilism as a 
historically specific social system with ns 
own morphology, its rise, maturation, 
decline, and transformation Periodic 
breakdowns ot capitalist societies, their 
violent intrusions into weaker states, their 
perennial expansion and subordination ot 
vulnerable economics, their diversion ot 
resources and impoverishment of domestic 


societies in the name of global leadership, 
have been accompanied by wasteful and 
destructive wars that have, in turn, been 
turned attimesimoanti-capitahst revolutions, 
some ot which have been subsequently 
reversed. In sum. there is no historical basis 
- past or presem - lor arguing lor 'linear 
progress' toward 'tree markets' and 'liberal 
democracy'. (Capitalism whether liberal- 
democratic or juihonturtan. slate-centred or 
market-oriemed - has evolved in response 
lo the tension bci ween internal and external 
opposing forces Ihe mlcrnai conflicts 
between capital and labour and ihe external 
conflicisamong competing capitals. Periodic 
revolutions and t ounter-revuluitnns reflect 
the internal conflicts, while ihe world and 
regional military and trade wars reft.cl the 
external conflicts 

Additionally, the decline ol state socialism 
in the east has not been broughi about by 
acapiialist social class, nor has there emerged 
in its place a liberal-democratic capitalist 
society and economy The overthrow of 
state socialism (assisted simultaneously by 
the imperialist onslaught ol the west) was 
largely the product ot a bureaucratic elite 
imbued with a capitalist ideology, but with 
no historical lies lo capitalist production and 
its markets. 1 be nearest approximation of 
an indigenous capitalist class was the filial 
contraband networks winking the interstices 
of ihe state planning system The 
consequence ol the capitalist restoration by 
a non-capiulist class has been the grafting 
ol policies and pracliccs on a society without 
ihe social agencies lo implement them. 
Instead ol a domestic capitalist class, what 
has emerged is a group ol intermediaries for 
western capitalism, on the one hand, and the 
growth ol a powerful strata ol plunderers 
t 'mafia networks' t who pillage the existing 
economy ol public icvrurccs and divert 
overseas loans 'o foreign bank account* 
without developing the productive lames, 
on the otherThe resulting decay of post- 
communist societies is tound in large-scale, 
long-term unemployment, crime, profli- 
tution. and decline in production and 
consumption This development has boen 
matched by the gmwih of authoritarian rulers 
and the loreigndictanon of ccon>*tmc policy 
Neither liberal democracy noi capitalist 
development has emerged trom the collapse 
ol bureaucratic collectivism The break-up 
of the lonnct USSR and the assumption of 
power by pru-wesicm rulers has not even 
resulted in Ihecsublishmcni ol v laNciuboo- 
stalcs Ethnic divisions and civil wars. and 
nationalist and religious authoritarianism, 
have been the mosi prominent features ol 
the post-communist world 

Finally, contmtv to the “end id history" 
scenario, many post-communist societies 
have regressed in social and cultural terms 
lUth century diseases have returned, ham 
on abiution are now in place, widespread 
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pauperism among retirees has become the 
norm, highly trained scientists are 
unemployed or working for a pittance. What 
is purported to be the definitive triumph of 
liberal-democracy and capitalism over 
communism' is in fact the disintegration of 
the nation-state into ever shrinking warring 
ethnic enclaves, the oecay ol public life, and 
the destruction ot production systems. The 
triumph of the free markets ts a story of 
dispossession, impoverishment, and 
national humiliation. Thus, rather than view 
the collapse of state socialism as a bourgeois 
revolution'clearing the way tor capitalist 
advance, it is more empirically correct to 
view the ascendancy of the tree marketeers 
as a historical. regression - perhaps as a 
temporary detour toward a revitalised and 
new form ot democratic collectivism. 

In contrast now to the banalities ot 
bourgeois political analysis, the evolution, 
crises and demise of bureaucratic 
collectivism was most brilliantly analysed 
and anticipated by Marxist thinkers using 
Marxist categories. We should remember 
that it was Rosa Luxemburg who identified 
the authoritarian tendencies implicit in the 
structure of the Bolshevik party.'-' 
Luxemburg never turned her back on the 
Bolshevik revolution (in fact she provided 
a sympathetic, although critical, assessment 
of the course of the revolution in Russia), 
butshesaw with aclear eye that 'centralism', 
when misguided, may turn out to become 
an obstacle to revolutionary action, as it 
indeed was in the German Social Democratic 
Party, or a conservative force, as it indeed 
became during Stalin's reign It was 
Luxemburg who pointed out the inextricable 
connection between democracy and 
socialism. It was Leon Trotsky who 
identified the new stale apparatus as a 
distinct socio-political stratum appropriating 
the surplus trom the working class, 
undermining egalitarian norms, contradicting 
the revolutionary origins of the regime/' It 
was Trotsky who laid out the issues of 
international revolution versus 'socialism in 
one country and workers' democracy 
versus bureaucratic dictatorship.' 4 Ii was 
the Marxist historian Isaac Dcutschcr who 
discussed the possibility of an evolution 
toward capitalist restoration. 11 It was the 
Marxist philosopher Herbert Marcuse who 
challenged (he Soviet claims of remaining 
taithful to the Marxist ideological tradition."’ 

The Marxist dialectical method, the use 
of class analysis, the application of notions 
of class contradictions, class conflicts, and. 
the notion of the class nature ol the state 
were essential to understanding the crises ot 
the Stalinist system and the restoration ol 
capitalism Just as bureaucratic collectivism 
couldnou-xplaintlsowndcgeneralion. post- 
communist liberal capitalism cannot explain 
Mbe catastrophic crises that its institutions 
and politics aie engendering. One should not 


confuse the conjunctual pervasiveness or 
even the hegemony of an ideology with its 
profundity or durability. 

Relevance or Marxism 

Today Marxism is the most useful 
perspective in understanding the major 
structural changes taking place in the 
capitalist world economy. Nonetheless. 
Marxist theorists must come to terms with 
the vast changes in class structures, 
technologies, state/civil society relations that 
have taken place over the Iasi quarter of the 
century, otherwise their conceptual 
tramework will become irrelevant in 
analysing the contemporary, world and in 
fashioning a cogent alternative. 

Major contemporary structural processes 
are best understood within a Marxist 
framework. A review of the processes in 
relation to basic concepts will illustrate the 
tremendous utility of Marxist theory. 

(1) Concentration and centralisation of 
capital within countries and across regions . 
The mergers and buyouts accompanying 
the growth of global enterprises are one 
indication of this ‘law of capitalism' noted 
in Marxist analysis. During the 1980s. 
which represented the latest huge wave of 
mergers and acquisitions in the historical 
development of industrial and finance 
capitalism since the 1880s, all giant 
corporations engaged in mergers and 
buyouts: in 1988 alone there were more 
than 4.000 mergers representing a total 
value of S 245 billion.” RJR Nabisco’s 
takeover by Kohlherg Kravis Roberts and 
Company in 1988, worth $ 24.53 billion, 
is the largest acquisition to date." In the 
1990s the billion dollar acquisitions are 
concentrated m the drug industry. 1 '' 

(2) Intensification and extension o) 
exploitation accompanying capitalist 
expansion and competition: The decline ot 
income, longer working hours, the 
elimination ol health, pension, vacation, and 
other benefits accompanied by thcextcnsion 
of work lime and the growth of labodr 
productivity attest lothe relevanccol Marxist 
analysis. Indeed, wage-salary and all-round 
capitalist exportation have increased under 
'globalisation' to unprecedented levels 
throughout the world. In the 'belly of the 
beast'. 80 per cent of the US labour force 
that tails into the category ol 'production 
and nonsupervtsory workers’ earned at the 
end of 1989 weekly wages that were less 
by more than 10 per cent of weekly wageip 
earned in 1973 s '- the year of the beginning 
ot the current global economic crisis. At the 
same time, studies indicate that the average 
worker in the US in 1987 worked 163 hours 
more per year than in 1969." Similar 
weakening economic and social conditions 
are confronting the working class people 
everywhere as national governments arc 


itwitutkxudifmgamyriad of devtcesto aunt 
capital's ruthless quest for higher rates of 
profit. In Costa Rica, long considered a 
‘special case’ in the economic development 
of Central America. Noam Chomsky reports 
that after the neoliberal programmes of the 
IMF and the World Bank went into effect 
in 1985.37 per cent of the workers received 
wages that were below the legal minimum, 
average family incomes fell by 10 per cent, 
and poverty increased by 18 per cent in 1991 
alone. 23 Seeking to repress popular 
indignation over the deteriorating living 
conditions, the Costa Rican government has 
in turn increased substantially the size of the 
police force.■' Indeed, one of the 
developments in the neoliberal global order 
is that state repression rises geometrically 
with the decline of income, and state budget 
cuts in health, education, and pensions. A 
case in point: In Greece in 1991. a giant 
demonstration of over 1.00,000 students, 
teachers, and faculty in Athens protesting 
the conservative regime’s efforts to reduce 
the budget for state education, was viciously 
attacked by the police as it went on a rampage, 
leaving several dead and hundreds injured." 
The savagery of the repression of the student 
protest - unprecedented in western Europe 
in recent decades - was an integral part of 
the regime's goal to strengthen the state 
against civil society in its efforts to implement 
its anti-working class economic agenda As 
elsewhere, the ncoliberal policy ol 'public 
pain for private gam' in Greece has levelled 
the living standards of working class people 
while business profits have skyrocketed.-" 
Yet another interesting ease ol the 
intensification and extension ol exploitation 
accompanying capitalist expansion and 
competition worth pondering is that ol Japan 
ollcn cited as the greatest 'success' ot 
postwar capitalism The so-called miracle 
of Japan is based on a lascist technique of 
super-exploitation cnlorced by a natural 
alliance between stale and big capital on a 
docile labour force and without any 'trickle- 
down' ellccts Japan's economic 
performance displays "a wide gap between 
increasing productivity and stagnant real 
Wages".-" While “Japanese manufacturing 
labour productivity more than doubled (ns 
index increased by 117.3 per ccni in 1975- 
84)... the index in real wages increased only 
by 5.9 percent m the same ten year period" r 
At the same time. Japan's industrial workers 
work on the average 11 to 13 per cent longer 
hours than workers in Britain and the US. 
and31 percent longerthantheircounterpans 
in Germany.-’* In the linal analysis, when all 
is said and done about Japan's economy, 
"the miracle is explicable in terms ot blood, 
sweat and raw muscle (oiling for the nation's 
Big Capital”.-"' 

Today. Marx's dictum about (he 
relationship between capital growth and the 
deterioration ol the working class' living 
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standards is truerthan ever before: ""The 
more...c*pital grows, the more the division 
of labour...expands. Tbe more the division 
of labour...ex panda, the mom competition 
among the workers expends and the more 
their wages contract".* 0 

.(3) Growing class inequalities and social 
polarisation: In Europe, the US, Latin 
America, and Asia ‘free market' policies 
have broken the social safety nets and 
contributed to the growth of concentrated 
wealth and a growing sub-proletariat. 
Wealth has shifted dramatically in the last 
20 years from the main of society to the 
upper echelons of the corporate and finance 
world. In the west, 'globalisation' is rapidly 
dividing societies into two sharply 
differentiated social classes in a similar 
fashion to the general trends in the third 
world and the post-communist societies. 
Simply put. the rich are getting richer and 
the poor are growing poorer. In 1992. the 
top fifth of US families received 31.3 per 
cent of the income while the bottom fifth 
got only 6.3 per cent of the income." 
However, there is an even much greater 
inequality in wealth compared to income. 
Patterns of concentration of wealth in the 
US reveal that the richest.10 per cent are 
in possession of over 87 per cent of all 
wealth." This phenomenon of inequality 
is worsening rapidly on a global level." 
In Chile, for instance, one of the so-called 
economic miracle’ stories in the line item 
accounting of the IMF and the World Bank, 
in 1990 the richest 10 per cent of the 
population increased its share of the national 
income to 47 per cent from 36 per cent in 
1970." Accordingly, "since 1973. 
consumption dropped 30 per cent lor the 
poorest 20 per cent in Santiago and 
increased 15 per cent for the top 20 per 
cent"” 

i4) Growing inter-cu/iitalistcom/ieiitioa: 
The trade wars and formation of nval blocs 
by the major capitalist rivals, and the rc- 
emergencc of inter-imperialist rivalries, 
completely undermine neo-classical notions 
of complementary harmonious market 
relations. The imperialist world, is in 
complete disarray as the major unpena' 
powers arc blaming one another (with tbe 
US doing naturally most ot the finger- 
pointing) for their own economic problems 
and the depression of the world economy 
m general. Under Clinton, the US has 
stepped up its criticism of Japan Tor running 
huge trade surpluses with the rest ot the 
capitalist nations.'* including now charges 
for practising protectionism in order to 
safeguard its low unemployment rate.' 1 But 
increasingly, Japan is resisting more and 
more US pressures and what it rightly 
considers to be interference in the affairs 
of its own economy. A recent study reports 
that the conciliatory attitude of Japanese 
politicians toward Washington is being 


gradually . replaced with growing 
intransigence, 1 * no doubt largely due to the 
fact that Japan's own economy has now 
entered into a severe crisis as well. US- 
Japan tensions over trade are growing in 
intensity, indeed as are Europe's relations 
with Washington. The Europeans are also 
displaying growing frustration and irritation 
over US attitudes on trade* as well as over 
US foreign policy matters, with the Balkans 
especially becoming a major area of 
disagreement.*" 

With the decline of the US as the 
hegemomic power in the world imperialist 
system, and the global economy sinking 
deeper into depression, inter-imperial 
rivalries are intensifying and conflict is 
mounting in the new external relations of 
the major capitalist nations in the post-cold 
war era. 

(5) Tendencies of capitalism to crises 
and stagnation: With the decline of war 
economies, the absence of major 
innovations capable of stimulating recovery 
and growth, the growing debts and fiscal 
deficits, and growing productivity and a 
narrowing consumer base, the inherent 
tendencies to crises have come to the fore. 
Since 1973. with the OPEC oil crisis during 
the winter of 1973-74 serving as the loudest 
announcement, the world capitalist 
economy has entered a structural crisis 
oscillating between recession and 
depression from which it has yet to emerge. 
In fact, the crisis has deepened m recent 
years and it is now severely attecting the 
entire developed capitalist world, with 
Japan being its latest victim. Japan's 
economy had managed to avoid the worst 
fromthcendol l973to 1975. thanks largely 
to its low rate of unemployment, as well 
as to absorb the second oil shock in May 
1980 and to grow considerably between 
1983-87 41 However. Japan's economy 
began to exhibit marked signs of decline 
towards the end of the 19KOs as its economy 
overheated, and the crisis has become, as 
one tree-marketeer put it. "of alarming 
miy.mudc and complexity".In 1992 
tpf.s.iese department stores registered a 
' Je; .me in their annual sales tor the first 
lime since the 1960s, and in 1993 business 
failures were up 22.7 percent from 1992. 41 
In mid-1993 it was reporfed that "Japanese 
industrial output had fallen for twenty 
consecutive months" and that now “there 
were 81 jobs available {ur every 100 
applicants" 44 In the fiscal half of 1994. 
Japan's II largest banks reponed a drop 
in their combined net profit of 18.3 per 
cent, caused by an unprecedented number 
of bankruptcies among borrowers, and the 
stability of tbe country's banking system 
is now a major concern. 4 ' lately Japanese 
businessmen and economists have started 
sending out warnings that by the beginning 
of the 21st century Japan could be facing 


unemployment rates as high as 10 percent, 
and that Japanese society therefore should 
begin preparing itself for such a future. 

Mgjor European countries such as France. 
Britain, and Germany are all faced with 
double digit unemployment rates, while 
Spain has over 20 per cent and many of 
the post-communist nations in eastern 
Europe as high as 30 per cent. 44 The 
tremendous pace of job destruction in the 
era of "globalisation” is connected to the 
internal logic of the capitalist system - 
overaccumulanon and failure to utilise fully 
productive capacity - and the recent trends 
in late capitalism - deindustrialisation, the 
ascendancy of financial and speculative 
capital, capital flight, and a deprole- 
larianised surplus labour force. The 
conditions of production ol capital are 
radically different today than they were 
after the sec ond world war. Tbe long wave 
of technological innovation and the 
sustained economic development generated 
during the ‘golden era' of post-war 
capitalism due largely to the war itself ran 
its course some 20 years ago. Since then, 
stagnation and a general economic and 
social crisis has set m. which the managers 
of capitalism have tried at various points 
to resolve through military pumping of the 
economy - a process that in the long run 
only deepened the crisis of capitalism and 
generated huge state fiscal deficits. Capital 
is now reproduced through investments in 
the paper economy' - stock markets, 
international currency markets, and all sons 
of financial and otherwise non-productive 
transactions. Under today s capitalism, 
great predators do not make thetr fortunes 
by building factories or investing in the 
economy' s infrastructure, instead, they bet 
on the economy of "casino capitalism’’. 41 
Thus. George Soros, a finarrler and adviser 
lo eastern European governments, became 
richer by a whopping $ 2 billion in only 
a couple of weeks in 199? by dropping 
S 10 billion on the German dcuischc mark 
against the British pound and the Italian 
lira." Indeed, the world's exchange markets 
have grown dramatically in daily turnover 
since the early 1970s li is reponed that 
in 1973 “S 3 billion were convened into 
European currencies in one day. In the late 
1970s. daily turnover around the world 
was estimated ai S 100 billion, a decade 
later, that figure had ic-iched l 630 
billion “** 

Given that wars among the major 
capitalist powers are not a very likely pros¬ 
pect in the near future (only because of 
what is now at stake - a globally integrated 
economic system ot capital accumulation 
- and not because of the political features 
of liberal regimes as bourgeois political 
scientists maintain), and that the trends in 
the world economy described above are 
almost certain to continue ni is hard to 
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imagine capitalist states imposing the 
discipline necessary on financial capital to 
alter the course of the economy), it is 
interesting, to say the least, to see how 
capitalists will try to resolve the current 
global crisis. Either way. what is certain 
is that the toiling masses worldwide will 
continue to bear the burden of the 
•restructuring' of the capitalist system as 
long as the system lasts. 

tb) Imperialism dominant feature m 
relations between advanced and less 
developed capitalist slates : The subordi¬ 
nation of eastern Europe and the ex-USSR 
to western European and US capital 
evidenced in the pillage ol their economies 
and the increasing penetration and 
subordination of the Chinese market by 
Japan. Hong Kong and Taiwan, are 
testimony to the tact that global expansion 
- imperialism - is the driving force ol our 
epoch. Global capital accumulation creates 
dependent relationships without exception 
and subjects all national economics in the 
less developed countries it penetrates to 
the interests of foreign capital, the logic 
of the 'world market'. and the geo-strategic 
considerations of the imperialist powers 
(as former Yugoslavia so tragically 
illustrates). The newly created neolihcral 
global order is oriented toward a course 
that hardens the controls ot the imperialist 
powers over the third world (which now 
includes the overwhelming majority of 
eastern European nationsi, closes all 
possibilities for inward and autonomous 
oriented policies of development, and 
ensures the continuation ot the pillage ol 
the third world's natural and economic 
resources. 

(7) Class stru/tule as motor force of 
history: The mafor terms in practically 
every political discourse today are 
‘competi-tivcness’ and 'labourflexibility', 
expressions that describe wholesale shifts 
in the labour capital relationship. For the 
past two decades, the capitalist class and 
its state representatives have engaged in a 
virulent class war converting permanent 
workers into temporaries, shifting work 
rules and, mosi important, taking absolute 
control over the conditions ol work The 
minimum response by labour and trade 
unions to this class struggle (its one-sided 
nature) does not obscure the essence of the 
process, a struggle by a class (the dominant) 
to impose its power and prerogatives over 
another and establish unilaterally the terms 
of production and reproduction. Indeed, 
the central and most immediate political 
task lacing the working class movement 
and the parties of the left every where around 
the world is to return to the tradition ol 
resistance and rebellion so as to push the 
world away trom the orbit ot capital's rule 
and toward equality, freedom, dignity, and 
josticc. 
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(8) Class nature of the state : The 
overwhelming cmphasisofstatepolicy has 
been to facilitate the major economic 
process undertaken by the dominant 
capitalist class. The 'restructuring' of labour 
has been promoted by slate policies 
weakening labour unions. Capital moves 
have been subsidised by slate lax policies: 
capital concentration by state 'de¬ 
regulation': ihe 'transfer' of private losses 
through state intervention to the public 
treasury.’"The major shifts tn income based 
on the power ot the state to intervene on 
behall ol capital has reduced its 
'legitimation' function to minor activity. 
The state is not an autonomous entity 
mediating between classes. It is. as it has 
always been, an instrument ot class rule 
and thus its tnapir decisions cun host be 
understood in the framework of its class 
character. 

In sum. the directions ot change, the 
dynamics ol state-civil society relations, 
the process ot international expansion, the 
structure ol the market, and the emerging 
organisational forms ol the principal socio¬ 
economic actors can best he understood in 
a Marxist t runic work In the free 
competition of ideas, key Marxist concepts 
have demonstrated their validity over and 
against Ihe liberal neoclassical paradigms. 
Yet the comprehensive explanatory power 
of Marxism is not sufficient to come to 
terms with the contemporary world unless 
it recognises the vast changes that h.ive 
taken place both within its 'histoncal 
categories' and outside. 

WlIKLU HlSKWICAl ClIANOLS. 

Ciiam.incu- hi Marxism 

Vast changes have taken place over the 
past two decades in the class structure, in 
the labour process, in the application of 
technology, in the stiucturc and 
organisation ot capital, in the ideology and 
organisation ol classes, in the family and 
in the organisation ol cities, and in the 
organisation ot power in the global political 
economy. 

1 1) In (he advanced capitalist countries 
and in major regions in eastern Europe. 
Latin America, the ex-USSR and Alrica, 
stable wage workers and stable long-term 
large-scale capital investors arc a shrinking 
minority. There are significant variations 
in the 'post-industrial' labour force in the 
advanced capitalist countries there is a 
growing number of low paid temporal 
'contract' wageworkers' 1 and professionals 
in the services. High technology means of 
production and/or distribution arc run by 
low paid service workers and maintained' 
and 'directed' by a thin strata ot permanent 
high paid workers and executives. In the 
third world a growing mass of low paid 
'sell-employed' service workers operate as 


distributors of chcapgoods and are available 
as low paid rotating productive labour. The 
'proletarianisation' of labour has advanced 
to such a degree as to create its opposite 

- a dc-prolctarianised surplus labour force. 

(2) The combined development and 

interrelationship between capital intensive 
hi-tech and labour intensive sweatshop 
labour has produced a global chain of 
production and alternative investment 
strategies for capital. The so-called 
'globalisation of production' - the move¬ 
ment ol capital across national boundaries 

- has been accompanied by a selective 
investment of capital ‘inward and 
downward’, exploiting the movement of 
displaced and/or ‘immigrant' labour within 
national boundaries. The concentration and 
centralisation of capital on a global scale 
and the development of new technologies 
is accompanied by the revival of pre¬ 
capitalist modes of production hased on 
the extensive exploitation ol labour. 

(.1) The ‘strengthening’ of the nation¬ 
state as an instrument lor the international 
expansion of capital has been accompanied 
by the erosion of the national economy 
which sustains the international activities 
ol eapnal and state The diversion ol 
resources ■ stale and private - to ‘global 
markets' has led to the fiscal crisis of the 
slate and massive cutbacks in salaries and 
social spending As global competition 
increases, domestic society deteriorates 

(4) The decline ol wages ot male labour 
has led to the massive entrance of female 
labour into the non-household workforce 
to avoid immiseration. The expansion ol 
production ot food, clothing and electronics 
in low wage third world areas and their 
importation into the advanced capitalist 
world provides low priced consumer Hems, 
ihus 'compensating' lor wage declines. 
Lower paid wage earners in the west still 
have access to consumer goods despite 
decreases in income because ol low price 
consumer imports and easy credit. 

1 5 (Over time, however, low cost imports 
aredtsplacing low wage produi lion workers 
and limiting their access to goods and 
services. The ’second stage'. Iroin Ihe 
declining wugc. low cost consumerism to 
low wage declining consumerism phase, is 
part ol the transition from phase one of 
'frcc-markei capitalism' during the 1980s 
to phase two in the 1990s. 

(6) In the US changes in the labour 
process have not only displaced black and 
white wage workers but have significantly 
affected salaried professionals, employees 
and technicians. The decline of the middle 
class is evidenced in the erosion ol stable 
well paid employment with health and 
pension benefits and the emergence ol 
temporary contract labour among 
professionals, executives and others. 
Objective' proletarianisation of the middle 
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dait, however, is not accompanied hy any 
'subjective 1 recognition of the causes and 
common conditions - there is an absence 
of any sense of class solidarity. Past class 
experiences weigh heavily on conscious¬ 
ness. The politics of class resentment at 
‘falling 1 is much stronger than identification 
with the new class ‘brothers’ and sisters in 
the same class position. 

(7) The demise ol Sovietism and the 
transformation of social democracy into a 
vehicle ot neoliberalism has undermined 
a traditional reference point for working 
class and welfare politics. Moreover, the 
absence of the communist welfare model 
has reduced pressure on tltc capitalist states 
to sustain wellaro policies in the west. The 
emergence ol cx-communist and ux-social 
democratic spokespersons tor ncolihera- 
lism has added ‘authority' to the argument 
that there arc no alternatives’ to free 
market’ capitalist. The dramatic ideolo¬ 
gical shifts and the discrediting ol the 
previous social democratic and communist 
ideologies require a new ideological 
discourse. 

(8) The international movements of 
capital have drained (he nation-slate ol 
revenues and lowered wages, thus 
generating a liscal crisis - the growth ol 
fiscal deficits that in turn become a pretext 
for the reduction or climinaiion ol the 
'social wage’. The ‘redundancy’ of labour 
in the hi-iech and de-indusirialiscd eco¬ 
nomy becomes an incentive to lower 
investments in education ol health and 
housing. Exploitation ol the domestic 
economy becomes a necessary condition 
for sustaining empires. 

(9) The rc-organisalion of the labour 
process has greatly transformed the relation 
between capital and labour. Capital is 
eliminating multiple layers of management 
and administration between the lop 
executives and production workers to lower 
costs. The remaining managers and 
engineers are increasingly part ol the 
labour force on the production floor. The 
differences in income, power and 
prerogatives remain, but the hierarchy ot 
production has been transformed and the 
immediate managers are more integrated 
into the workplace. The superfluousness ol 
the ‘while apron boys' in production means 
less waste for administrative overhead 
expenses. Under capitalism this means mine 
profit and less cost. Under socialism it 
would mean less hierarchy and less cost 
to the consumer. The labour process is 
moving away from direct supervision ol 
labour and toward greater worker autonomy 
in the design and production of the total 
product. Under capitalism this new 
autonomy is subordinated to the strategic 
goalsof the chief executive officers <CFX>s> 
Yet it is transparent that the modem firm 
functions with less capitalist direct 


intervention. The logical extension of 
worker autonomy from the shop floor 
upwards provides a powerful argument for 
self-managed socialism. Brielly. capitalist 
rationalisation of the work process toward 
greater worker autonomy contains the seeds 
of its own transcendence. 

(10) New technology and information 
systems have greatly transformed work 
relations, (he labour process and income 
distribution within the framework of and 
parameters detined by the dominant torms 
of corporate capita). Electronic networks 
and inlormaiion systems extend and widen 
the scope and increase the speed of large- 
scale speculative movements of finance 
capilal across (he globe: they do mil exist 
as autonomous forces defining a new ‘hi- 
lech’ or ‘information society'. Hi-icch 
inlormaiion systems in the context ol the 
ascendancy ol financial, real estate and 
insurance capital provides more outlets for 
the speedy transfer of capital out ol 
productive employment and hastens ihc 
dc-industrialisation of labour, and the 
growth ot rich investment bunkers and tow 
paid service workers 

(11) The massive entrance ot temalc 
workers into the labour force, at a time 
when wages are declining, social services 
are being eliminated and labour mobility 
is a forced condition for employment, is 
heightening conflict in the family and 
slowing redefining ihc content of working 
class socio-political agendas. The 
'leminisaiion ol the labour force' means 
thal the old cinolionjl division of labour’ 
no longer operates: both partners sul ter ihc 
same ‘emotional stresses’ at wink, both 
lack emotional cushions a( home' The 
inequalities and stress in the workplace can 
result in greater solidaiitv and equality in 
ihc household or more frequent and violent 
ruptures - depending on whetlici Ihc 
aggression is centred externally or 
internally 

(12) Hi-tcch monopsony industries 
(particularly lho.se industries dependent on 
the US military as ihcir single buyer) arc 
extremely vulnerable to severe crises Hi- 
tcch industries whose technology is 
designed lo produce very specialised 
products are subject to political exigencies 
of the buyer and the obsolescence of ihcir 
products. The non-adapubiliiy ol ihc hi- 
icch to new marketable products can lead 
lo ihc closing down ol entire firms and to 
the outmodedness of ihc elaborate 
technology. The example of a fully 
auiotnatcd/robniiscd plant producing 
million dollar sonars for the military is a 
case in point, when the military budgets 
declined, as (he cold war ended, naval 
demand for sonars ended, factories were 
closed, and the highly skilled labour force 
became redundant. The downward mobility 
of the new hi-iech labour force in 


aeronautics and related military industries 
defines part of the new class realities. 

CONI I.DSIOM 

The political meaning ol these major 
transformations is clear: the old class 
cleavages between stable industrial labour 
and industrial capital no longer deline the 
‘basic relations' in society. The growth of 
temporary labour and ihc massi ve cutbacks 
of private corporate and slate subsidised 
programmes cannot be confronted by a 
mmoritarian labour movement, least of all 
at the bargaining table. The transformations 
have profoundly altered the context and 
content of class struggle - and to ignore 
these changes will certainly condemn 
Marxism to irrelevance. The answer lo 
these changes - and detailed responses are 
obligatory - are only slowly emerging. 

In the first instance the sharp distinctions 
between stale and civil society no longer 
exist - capitalism thrives on exploiting the 
state (and the mass ot working taxpayers). 
The fundamental problem then is the focus 
on (he class Male as the targei toward which 
social movements must orient Theorists 
ol identity politics', cultural ‘post¬ 
modernists' and advocates who focus on 
a distinct anii-staie ideology in the name 
of civil society must be firmly rejected. 
The stale must be viewed as a major resource 
-and lever for change. This view must be 
accompanied by an approach which 
minimises bureaucracy and maximises thp 
redislribulion of resources wnhin civil 
society. 

Second, the 'national economy' must be 
seen as the starting point for any political 
conimniaiion with ihc intcmationaJisal ton 
of capital The rhetoric ol globalisation 
('global companion', ‘global market 
place' 1 which serves to reduce wage levels 
low ard the low cm international levels, while 
encouraging the import of ihc products of 
low wage labour, must be countered by a 
strategy which bloc ks the di version of local 
profits overseas Measures ranging from 
capital controls lo outright expropriation 
can become centre pieces for ibe 
reconstruction ol a labour force capable of 
fighting on a level playing field 

Third, bridges of international labour 
solidarity must replace protecUomsi walls 
ineffectively homogcpisc labour conditions 
upward, to counter the imemationaitsatton' 
of capilal 

Fourth, technological changes require 
new social agencies to te-direci their 
application, then locus and impact The 
growth of autonomous workplaces must 
extend to the application ol technology - 
reducing work time and increasing 
employment 

Filth, the femimsationof labour require* 
a cultural and social revolution in the labour 
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and feminist movements - toward a broad* 
based social agenda that incorporates large- 
scale. long-term shifts in budgetary 
allocation to family allowances and shifts 
from symbolic to substantive represen¬ 
tation. The challenge tt> the ‘competi¬ 
tiveness' ideology must grow from the 
solidarity of competent and productive 
forms of social organisation, not from the 
escapist yuppie leisure culture or from 
utopian intellectual nostalgia for counter- 
y cultural styles. 

Traditional loyalties and solidarity at the 
primary and personal level must be 
respected, and multicultural life-style 
politics cannot be assumed to be a superior 
form, particularly in its emphasis on 
‘immediacy’ and ‘transitoriness’, pheno¬ 
mena more akin to contemporary capitalism 
than to its subversion. Marxism must 
include tradition and revolution, nationa¬ 
lism and internationalism, class solidarity 
and individual intimacy, asessential elements 
to the new politics, to remain relevant. 
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Reconsidering Postmodernism 

What Is New in the Old Lamp 

Gurpreet MiIhJm 

This paper argues that the value of postmodernism derives from its power of negation. Its critique of objectivism and 
the 'metaphysics of presence' offers a new philosophical framework within which elements of the early critiques of 
enlightenment/modernity can be incorporated and given a more comprehensive form and analytic depth However, when 
the concepts employed in the critique are transformed into affirmative norms, they yield an attitude of scepticism and nihilism 
within which every kind of 'coherent' and 'meaningful' enquiry becomes suspect. Consequently, to retain at least some 
of the philosophical insights of postmodernism, we need to make a distinction between its potentialities of negation and 
its norms of affirmation. We need also to rethink the concepts through which anti-foundationalism is given a positive content. 


I 

THE ascendance of postmodernism was 
perhaps the most striking intellectual 
development of the 1980s. A few theorists 
- most notably, Jameson and Harvey - 
represented it as the culture of latc/posi- 
fordist capitalism, however, others registered 
its significance in different terms. They 
associated postmodernism with an anti- 
foundational intellectual agenda. Overtime, 
this perception seems to have prevailed, and 
today postmodernism derives its slaying 
power from this theoretical orientation 
enunciated in the philosophies of Jacques 
Oemda. Richard Rorty. Gilles Deluxe and 
Francois Lyotard. While the analytical 
perspectives of the two sets of writers were 
significantly different, what is important is 
that they emphasised similar concepts and 
values. In many cases, the attributes of the 
postmodern condition, described by the 
former, were identical to or supportive of 
the philosophical values stressed by the latter. 
'“ r instance, Harvey’s reference to the 
itive insignificance of class conflict and 
: primacy of exchange over production 
alio ns. reinforced the theoretical critiques 
Marxism as a metanarrative'. Similarly, 
erences to the emergence of new class 
lances and antagonisms supported the anti- 
mdationalist disbelief in a single project 
human emancipation. It also helped to 
tstion the designation of the working class 
the revolution ary subject of history. At 
st indirectly, the identified changes in 
Htalismcndoncd the ideaof plural projects 
emancipation. Similarly, theslogan, ’Hunk 
•bally, act locally’, characteristic of the 
stmodern condition, echoed the 
ilosophkemphasis on’local determinism' 
I local management (LyotanJ I987:xxiv|; 
1 the pursuit of diverse tastes eclectically 
>w possible with satellite-based com¬ 
int cat ion) represented the philosophic 
phans on diversity, difference and 
gmcntatRm. Thus, while the analysts of 
‘ postmodern condition pointed to the 
crgence of a new set of cultural and 
thetk norma, its philosophers provided 
lethodoiogical justification of these values. 


Collectively they effected a profound change 
in the intellectual mood and language of 
academic discourse. Indeed they created an 
environment in which rationalist beliefs that 
characterised scientific enquiry since the 
time of Plaio were questioned and 
undermined. 

Yet, surprisingly enough, the euphoria 
generated hy this intellectual revolution was 
short lived. Even as scholars continue 10 use 
post-structuralist language, journals abound 
with critiques n( postmodernism, and its 
chief protagonists are now questioning the 
idea of postmodernism (Lyotard 1991:25; 
Heller and Fehci 19X8 10-11]. What has 
brought about this change in altitude'.’ Why 
are scholars distancing themselves from 
this intellectual programme' 1 Was post¬ 
modernism jusl another language popular 
among the new radicals’’ Whal does one do 
now in the lace of changing intellectual 
fashions? Does one abandon postmodernism 
in lota ? Arc there valuable insights in 
postmodernism worth retaining even after 
the intellectual climate has changed’’ 

Prompted hy these questions this paper 
tries to understand whal Banu Hcivacioglu 
so appropriate!) called the 'thrills' and 'chills’ 
of postmodernism (1992). Instead of 
dismissing this contemporary' ’ism' as an 
intellectual trend, favoured more for its 
seductive language than philosophic norms, 
the argument pul forward here is ihai 
postmodernism, despite its inconsistencies 
and retractions of its adherents, represents 
a distinct theoretical and intellectual agenda 
The initial euphoria and the subsequent fears 
that it generated can therefore be 
comprehended only by reflecting upon the 
ensemble of concepts that represented this 
agenda. Undoubtedly, the popularity of post- 
structuraiisi language, the methodologically 
indiscriminate appropriation of some of its 
concepts, the compulsive and needless use 
of spatial metaphors, the language of 
’construction’ and ’dislocation*, even by 
those who are aspiring to true explanations 
and accurate representations, can only be 
described as an intellectual fashion. However, 
as a general explanation this statement 
remains inadequate because it reduces 


intellectual preferences to the vagrancy of 
i rtdi vidual whim and chance. By comparison, 
the argument that postmodernism is the 
cultural manifestation of late capitalism 
makes better sense. It explains at least die 
currency of postmodern intellectual and 
aesthetic norms, however, it too remains 
unsatisfactory as it is unable to account for 
the retreat of postmodernism in the near 
same environment and epoch 
Recognising the limitations of these 
explanations this paper approaches the 
question of the ascendance and the relative 
decline of postmodernism differently, k 
locales the problem in the ensemble of 
concepts that lorm the core of the postmodern 
intellectual agenda. To nuke this point more 
fully, the following pages begin hy 
delineating the distinctiveness of the 
postmodern intellectual agenda It the* 
examines the theoretical and political 
possibilities generated by the conceptual 
package (hat defines this agenda, and points 
to the ways in which these concepts have 
been interpreted and appropriated in 
contemporary society. Through a 
consideration of these aspects, it is arptod 
that the value of postmodernism derim 
from its power of negation, its critique of 
objectivism and the ‘metaphysics of 
presence’ offers a new philosophical 
framework within which elements of the 
early critiques of enlightenment/modernity 
can he incorporated and given a more 
comprehensive form and analytic depth. 
However, when the concepts employed in 
the critique are transformed into affirmative 
norms - symbolising a mode of being and 
analysing - they yield an attitude of 
scepticism and nihilism within which every 
kind of ‘coherent’ and meaningful' enquiry 
becomes suspect. Although subsequent 
readings and ap pr op riations arc. hi the bums, 
responsible for this predicament, yd. in so 
far as room for such readings was provided 
by the initial terminology and concepts, 
postmodernism as a whole is now bong 
challenged Consequently, to retain at least 
some of the philosophical insights of 
postmodernism, we need to make a 
distinction between its potentialities of 
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negation and its norms of affirmation. We 
need also to rethink the concepts through 
which anti-foundationalism is given a 
positive content. 

In making this argument, this paper paints 
a composite picture of postmodernism. 
Instead of isolating the various philosophical 
strands within postmodernism, it focuses 
upon those concepts and philosophical 
orientations through which we can grasp the 
particularity ot the postmodern way of 
thinking. Further, it elucidates these concepts 
by borrowing selectively from the writings 
ol its adherents who belong variously to the 
pragmatist and the post-structuralist tradition. 
Not all theorists referred to in this presenta¬ 
tion identity themselves as posimodems - 
for instance. Derrida himself did not claim 
to be postmodern - yet. insofar as their ideas 
have been associated with and described as 
postmodern, they have been freely utilised 
here. Before beginning our discussion of 
postmodernism it is perhaps necessary to 
reiterate that this paper is not about the 
thought of a particular philosopher: hence 
it ignores the changes, shifts, and 
contradictions in an author's position. It 
uses particular texts and utterances selectively 
toilluminateaspcctsoftheintcllectual agenda 
that defines postmodernism. 

11 

Postmodernism symbolised a complete 
and radical critique of the essential attributes 
of enlightenment rationality and of those 
aspects of modem social and intellectual life 
that grew out of it. On the one hand it 
questioned the pursuit of universal and 
absolute knowledge, grand explanatory 
schemes and general theories of historical 
development, and on the other, it challenged 
the enlightenment's belief in the existence 
of underlying essences and unified entities. 
Thus, distancing itself from the 
enlightenment, postmodernism focused upon 
’the local and the particular. It questioned 
both the validity and the necessity of 
universalis! ng narratives and argued that the 
logic of these metanarratives was totalising. 
Historically, these narratives concerning the 
creation of wealth, dialectic of the spirit, and 
the emancipation of the rational or working 
subject, had led to imperialism and 
totalitarianism - Fascism and Stalinism being 
the most recent examples of it (Lyotard 
I987:x, xxtv). Methodologically too, these 
sell-legitimising theories were deeply flawed. 
Their quest for a universal, unchanging 
essence obscured the particulars in history. 
It obliterated ‘proper names’ and all other 
forms of particularisms. Further, it assumed, 
quite mistakenly, that particular narratives 
could give rise to a “single world of names 
and to a universal narrative" of which 
humanity m general was the subject (Lyotard 
1988:1 SS| 
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The grand narratives of the enlightenment, 
according to the postmodernists, rested on 
the mistaken belief that histoty. society, the 
human scl l and God, have an ‘intrinsic nature' 
and on identifiable coherent essence. The 
postmodernists argued that there is no such 
thing us intrinsic nature, an objective reality 
or an accurate representation of the world 
as it is in itself. Just as there are no universal 
laws of history operating independently of 
particular agents, similarly, there is no truth 
out there, existing independently of the 
human mind, waiting to be 'discovered' 
[Rorty 1986a). All claims about the nature 
of the world arc embodied in language and 
mediated through our theoretical paradigm. 
Hence, wc never know the world in itself: 
what we sec and know is the world as it 
appears to us through the lens of our 
paradigm. Our descriptions of the world are 
not therefore mirror images of the world 
outside; instead they are human constructs, 
devised, used and judged by their capacity 
to perform certain tasks. 

Postmodernism offered this view of the 
world and (hecognitivc process as a refutation 
of the empiricist conception of science and 
the enlightenment ' s quest for philosophic or 
scientific certitude. The former assumed that 
there is a world out there, existing 
independently of the knower. which is 
accessible to us through sensory perception. 
Science makes that world available to us. 
Through systematic observation and 
generalisation, it is argued, science offers us 
an accurate description of it. The 
enlightenment theorists accepted this view 
of science and maintained that the 
technological success achieved in the 
sciences was evidence enough of the truth 
of its descriptions. Accordingly, they argued, 
if social science wishes to achieve a parallel 
degree of certitude then it should seek out 
causal explanations and general laws ot 
temporal succession and co-existence 
[Buckle 1930. Bury 1970], 

Each of these assertions was challenged 
by postmodernists. Science, they argued, is. 
just another human activity comparable to 
literature and politics. To quote Rorty. 
“Great scientists invent descriptions of the 
world which are useful for purposes of 
predicting and controlling what happens, 
just as poets and political theorists invent 
other descriptions of it for other purposes" 
[Rorty 1986a:3. emphasis added]. The idea 
that there is some truth that can be discovered 
by scientific observation or philosophic 
reason was, for the postmodernists, a legacy 
of an age in which the world was seen as 
the creation of a Being who had a language 
of Her own. It assumes the existence of a 
‘super vocabulary' through which the divine 
project can be described and represented. 
For the advocates of postmodernism, both 
these ideas stemmed from the fundamental 
belief that there are non-linguistic things 


called meanings' and ‘essence*’, and d» 
task of language if to express thesemeanHtg* 
and represent these essences. Above all 
else, the postmodernists questioned this 
conception of language iueif. We must, they 
argued, drop the idea that language is a 
system of representation. 

A number of conclusions followed from 
this assertion: (t) It was no longer appropriate 
to speak of a language as being adequate or 
inadequate representation of the world or the 
self, (ii) It suggested that all languages are 
human constructs and they mediate our 
descriptions of the'world, (iii) Since the 
world does not propose a language fof us. 
it does not also tell us which language to 
use and which language game to play, 
(i v) The choice between one language game 
and another can neither be explained in 
rational terms nor grounded in ‘algorithmic 
certainty’ [Laclau 1990:188-89], There are 
no' foundations' or ‘universal rules' that can 
serve as common ground for adjudicating 
between diverse knowledge claims and 
descriptions of the world [Rorty 1982:317: 
Lyotard I988:xi[. (v) Truth is a property of 
linguistic entities and it does not refer to an 
accurate representation or a mirror image of 
the world. (vi)To talk of the nature of troth, 
like that of God or self, is on unprofitable 
subject. (vii ) There are no absolute referents 
in the form of ‘intrinsic nature' or ‘pure 
essence', and there is no sacred meaning 
that cangivcdirectiontoourdecds. Meaning 
is. therefore, an object of self creation: it 
is to be made, not discovered [Rony 1986a 
and b). 

Meaning. I'orthc postmodernists, could be 
created because there is no transcendental 
signified and. therefore, no absolute meaning. 
But even more significantly because the 
significrand the signified are separated Irom 
each other: there is a 'distance', a ’space' 
between them [Derrida 1976:68-69; I982:9|. 
Although the postmodernists accept that the 
signifter can signify only if it bears some 
relation to the signified, yet. from their 
perspective, the important thing is that the 
signiftcris characterised by a 'surplus’. That 
is. it supplements the thing itself [Derrida 
1976:144-45). It neither exhausts nor is 
exhausted by the signified. Since the sign 
is not a representation or a copy of the 
signified, it cannot be reduced to a single 
identifiable object or meaning. All we can 
say about the sign as a text is that it resonates 
with several meaning. Like any form of 
gramme’lgraphe or writing), it transcends 
its author and the point of its origin (Derrida 
1982:317). Its meaning is, in other words, 
not exhausted by the author’s intentions or 
the particularity of the historical context. 

Postmodernism suggested that the reader/ 
analyst must approach the text with this 
awareness of the ‘arbitrariness’ of the sign 
and the indeterminancy of meaning. This 
implies that the search for a unified coherent 
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meaning within U» text moat be given up. 
In fact, one should not see the text as a 
unified tingle whole. Instead the focus 
should be on the inconsistencies and the 
contradictions of meaning in the text, perhaps 
by reflecting upon the metaphors in the text 
and drawing upon other possible meanings 
of the words in the text - meanings that may 
not have been intended by the author. To 
this end the reader could use the strategy of 
hyphenation, or else, refer to other words 
with which a given word shares a common 
root, linguistically or even phonetically. In 
addition to linking meanings present in the 
text with those that are absent but can 
nevertheless be traced to it, the reader could 
question, reverse, or displace existing 
hierarchies and oppositions in order to insert, 
what Derrida calls, the ‘critical text' into the 
reading. 

A reading of absences and the insertion 
of new meanings are the twin strategics 
employed by postmodernism to emphasise 
that knowledge is not a system of 'tracking 
down' or 'discovering' truth. It is instead 
the field of "freeplay.. a Held of infinite 
substitutions in the closure of a finite 
ensemble” | Derrida 1976:51). Inwhcrwords. 
ihcse were strategics of deconstructing <as 
distinct from reconstructing) a text, ottering 
ways oi transcending the conceptual closure 
imposed by (he metaphysics ol presence. 
Together they show that no mailer how hard 
we try, our reading wilt always remain 
incomplete; there will always he an 
'otherness’ -a residual content - that escapes 
and cannot be appropriated by us. 

The epistemological space provided for 
the other in the postmodern project 
symbolised a political and philosophical 
perspective in which freedom, diversity and 
plurality were the core norms. ‘.'The 
inreducibility of the spacing", wrote Dcmda. 
"is the irrcducibility of the other” Iquotcd 
in Banna 1989:223). Its presence signified 
the need to open the logos of the white man 
and create space for the 'other' in it. In more 
general terms, it represented an attitude ol 
tolerance and respect for the other. On the 
one hand it assumed that **JI)t is precisely 
in losing the certainty of truth and the 
unanimous agreement of others that man 
becomes an individual” [Rony 1989.18), 
and on the other, it upheld values through 
which “individuals and communities could 
co-exist peacefully with other individuals 
and communities”, while also putting 
together “new syncretic, compromise ways 
of life” IRorty 1990:11. 

The postmodern celebration of difference 
and otherness was, in a way. an expression 
of limits. At the epistemological plane, it 
revealed the incompleteness of our reading 
and knowledge, and at the political plane, 
it expressed doubt in the human ability to 
shape the present and the future. Its ad¬ 
herents spoke variously of powerlessness. 


disintogiation and absolute contingency as 
die human predicaments. However, it is 
significant that recognition of ourselves as 
'centreless, random assemblage of contingent 
and idiosyncratic needs' did not induce in 
them a sense of despair or pessimism. Some 
even celebrated the absence of narrative 
continuity and the condition of schizo¬ 
phrenia; others maintained that a framework 
within which incoherence and ambiguity 
wen: postii ve values would herald a complete 
rejection ol the totalising discourses of the 
19th and the 2(Kh centuries: indeed it would 
assist in waging a 'war against totality' and 
the associated nostalgia for the whole' 
ILyotard 1987:81-82). In contemporary limes 
too. ii would be an equally important 
instrument lor resisting the Habermasian 
desire for a perfect 'dialogical' society 
possessing ‘communicative competence'. 
Such ideals that favoured “argumcmauon 
with a view only to consensus (homologia); 
the umcily ol the referent as a guarantee for 
the possibility of agreement: parity between 
partners: and even an indirect recognition 
that it is a question of a game and not a 
destiny, since (hose who refuse to accept the 
rules, out of weakness or crudeness, are 
excluded" (Lyotard 1987:28) were, in their 
view, ncwenunciattonsol the ‘terrorist ideals 
of consensus’, and needed to be opposed 
firmly. 

The pusimiHlcrntM ideology of self- 
crcation and difference was. in this way. 
envisaged as an alternative to the existing 
modes of oppression and domination It 
supplemented the critique of scientism, 
bureaucratic centralism, instrumental 
rationality with that ol philosophical 
iuundatiunahsm. In place of these ideals, it 
spoke ol locality, practical knowledge and 
political foundationaiism As postmodernism 
challenged the search for ceitain indubitable 
and foundational premises about human 
nature and self on which democracy could 
he grounded, it maintained that we can only 
offer apologetics', not 'justification' tor 
our social and political choices |Rorty 1986c). 
That is. we can offer arguments that make 
our choices comprehensible but not an 
argument that can settle all disputes and 
differences conclusively. Our choices and 
political pretax nees have to be argued; we 
have to recognise their relative validity, and 
yet. stand up foi them unflinchingly. Wc 
must be equally prepared to "call true 
whatever the upshot of such encounters turns 
out to be" jRorty 1986c). In other words, 
whatever be the outcome of political 
contestations and ideological battles, they 
should he accepted as the relative troth lor 
that society. In the absence of philosophical 
justifications, solidarity among the members 
m a society cannot be assumed: it has to he 
expressed and continuously renewed. And 
what is even more likely is that solidarity 
would, cm moat occasions, have to he ftHgcd 
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among the members ot a group who shore 
a set of commitments and political-social 
preferences. Since there are hound to be 
differences among members of a society on 
this issue, we need a form of ‘civil 
association' (i e. hmu-ius as opposed to 
uiiivrrsttus) which allows these differences 
to he expressed and respected (Rurty 
1980:318) 

On other occasions, arguments about the 
absence of absolute justifications were used 
by postmodernists to support the diverse 
projects ol emancipation - eg, those 
expressed in the struggles of women, gays, 
environmentalists, blacks, immigrants, 
indigenous people, etc. Some postmodernists 
were optimistic that these diverse and 
heterogeneous projects would fii together in 
a kind of ’rainbow coalition’, supporting 
each other and the cause of ‘radical 
democracy’ (Laclau 1990:125). Others, 
however, endorsed a weaker position: they 
pointedtothe validity of diverse rationalities 
and projects. In the context of the eurocentric 
logos of enlightenment rationality, these 
theorists celebrated the ethnic and the 
oriental 'Ethnos' became an authentic and 
primary category in their social analysis and 
an expression ol their pluralistic stance. 
Harvey expresses it well when he writes, 
“that groups have a right to speak for 
i hansel vex. in their own voice, and have that 
voice accepted as authentic and leg itima te* 
[Harvey 1989:48|. Hie preference for the 
ethnic and the cultural indigenous was 
manifested in every sphere of life, in 
architecture, for instance, ethnic designs and 
structures were used freely and eclectically 
to redefine space. 

In sum, postmodernism was an expression 
of ontological and epistemological anti- 
foundationaiism. Ii questioned the existence 
of a transcendental signified, and, with it. 
the philosophic preoccupation arMh 
discovering truth Emphasising self-creation 
and difference, it substituted the desire for 
certitude and coherence with the nation of 
ambiguity and freeplay. and inserted the 
idea of an absent presence in the discourse 
ot western metaphysics 

III 

Tht s paper began with the observation that 
postmodernism symbolised a total rejection 
of the enlightenment rationality While this 
statement can serve as a minimal defimtion 
of postmodernism, its very pariotisness 
docs not tell us what is distinctive of ' 
postmodernism After all there were other 
schools of thought, poor to postmodernism, 
that were critical of the enlightenment 
rationality Histonctsm. Hermeneutics, i 
Romanticism. Critical theory and post- 
empiricist theories of science, were alt 
challenges to the enlightenment In what 
way was postmodernism ditterere from these 
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earlier challenges? Did it supplement these 
critiques? Was it significantly different from 
them? This section addresses these questions. 
It refers to the early critiques of the 
enlightenment with n view to understanding 
the philosophical hiatus between them and 
postmodernism. References to these other 
critiques should not however be seen as an 
examination of the origins of postmodernism, 
or for that matter, its intellectual inheritances. 
For one. postmodernism never acknowledged 
these schools of thought as its intellectual 
predecessors; and two. it consciously 
distanced itself from them. In some cases 
it placed these critiques alongside 
enlightenment and subjected them to the 
same critical scrutiny. Consequently, in 
consonance wilh the diktats of post¬ 
modernism. what follows is not a story of 
‘origins'; if it tells a story at all. it is about 
the diverse human projects of emancipation. 

The enlightenment continued the post- 
renaissance struggle for the secularisation of 
the social by using reason and science as its 
allies. The latter were the instruments by 
which the enlightenment sought to dismantle 
what it considered to be the ‘illusory’, 
‘metaphysical' and false nature of traditional 
religious orthodoxies and beliefs. In more 
positive terms, bath reason and science were 
used to furnish a rational view of the world, 
human history and the self: a view which 
supported and furthered the ability of 
individuals to control and manipulate their 
environment so as to pave the way for a 
‘good’ and ‘rational' society. 

Some of the categories of enlightenment 
thought, expressed in the writings of the 
English and the French theorists, were 
questioned in the mid-18th century by the 
German historians and philosophers. While 
many of them challenged the centrality given 
to reason by arguing that 'will', not reason, 
was the motive force of history, others 
redefined the concept of reason. Instead of 
positing a dichotomy between reason and 
tradition, they argued that reason was not 
an innate quality of the human mind. It was 
a product of development, tempered by 
tradition and nourished by the human will. 
More importantly, these German historians 
questioned the enlightenment belief in a 
single pattern of national and individual 
growth. Industrialisation and democracy 
were the twin norms in terms of which the 
enlightenment had made a distinction 
between the dark ages and the brighter, 
enlightened present, and further, between 
the advanced English and French society 
and the ‘sick', ‘backward 1 German society. 
The German historians questioned this 
characterisation ot their society. Analysing 
the reasons for their present predicament, 
they argued that the history of humankind 
presented a succession of heterogeneous 
cultures, each complete in itself with its own 
51 ret of values and cherished goods [Herder 


1969; 188). Diverse societies and cultures 
were, in other words, incommensurable and 
no single criterion, particularly one borrowed 
fromour present stage of development, could 
he a valid basis for judging these diverse 
cultures [Herder 1969:231]. To put it 
differently, the previous cultures could not 
be seen as a stepping stone for the evolution 
of the present: nor could the latter be a 
privileged vantage point for judging the 
past. Each social-cultural way of life had to 
be understood in terms of the values internal 
to it. To this end, Herder suggested that 
historians study the culture from the ‘inside’. 
by reconstructing its various aspects of life. 
Setting the trail for others, he in tact collected 
the myths, folklore and literature of the 
people of the highlands who were still 
dominated by the medieval traditions and 
forms of life. Thus. Herder in association 
with other historians, questioned the 
enlightenment reading of history and its 
arrogant dismissal of previous ways of life 
as barbaric or primitive, in its place, they 
offered and cherished the ideal of diversity 
and irreconcilable heterogeneity. Almost a 
century .and a half later, this was the 
perspective from which social anthro¬ 
pologists recovered and redeemed the 
rationality of the colonised and tribal cultures. 

The German historians also questioned 
the methodological orthodoxies of the 
enlightenment by cmphasisingthedistinction 
between the natural sciences and the human 
sciences. The enlightenment theorists had 
endorsed the empi rid st conception of science 
and advocated the extension of the methods 
used in the study of the natural phenomenon 
-eg. search for empirical generalisations 
and causal explanations - to the study of the 
social phenomenon. From somewhat 
different perspectives, Wcgclin. Galtercr 
and Chladcnius rejected these beliefs. 
Wegelin argued that natural sciences were 
concerned with immutable, transcendental 
principles governing the world of matter, 
v'hilc the historical sciences analyse the 
changing, semi-tree products of the human 
spirit (Reili 1975:119]. Similarty.Chladenius 
distinguished between historical and 
dogmatic explanations. The former, he 
argued, investigate both the external world 
and the inner world of human values, while 
the latter deal only with the world external 
to man [Rcill I975:106-07|. Both these 
historians questioned the belief that 
mathematics and the natural sciences provide 
a universal model for scientific analysis. In 
its place they maintained that historical 
knowledge was an equally important and 
scientific form of enquiry, albeit dealing 
with different order of reality. 

Further, by referring to history rather than 
the human/social sciences, the German 
historians suggested that history, not 
philosophy, was the queen of human 
sciences: while all other disciplines deal 


with an aspect of human lift, history dealt 
with women and men of all ages and all 
times. Subsequently, other arguments were 
woven into this perspective. By the end of 
the 19th century some theorists interpreted 
this statement to stress the study of the 
process of development, from its moment 
of origin to its present stage; others pointed 
to the changing nature of things, and 
consequently, emphasised contextuaiism. 
Hegel went a step further. He saw history 
as the expression of the absolute/ 
transcendental behind the contingent. 
History, he said gives a determinate form 
to the Absolute Idea and represents a mode 
of self-understanding and self-awareness. 

Setting aside these differences in readings, 
the point to note here is that the enlightenment 
conception of uni versalism and the associated 
belief in a single, all-encompassing unity 
was displaced in the mid-18th and early 19th 
centuries, by a more complex vision of 
historical diversity, heterogeneity and the 
presence of contingency. Romanticism, in 
particular, emphasised the latter. While it 
reversed several other cognitive preferences 
of the enlightenment - eg. reason with 
passion and intuition, cognitive certitude 
with doubt, prevailing optimism with 
scepticism about our ability to know and 
master the forces of nature, and the vision 
of historical progress with that of moral 
degeneration - it pointed to the contingent 
and man-made/chosen contexts which 
determined the destiny of man. The tragedy 
of human lift was. for them, so much greater 
because it was self-imposed: that is. it was 
a consequence of our following our internal 
compulsions and passions. The romanticists 
distinguished themselves trom the 
enlightenment ‘Philosophes’ in yet another 
way While the latter were engaged in 
uncovering the true, objective nature of 
external reality and the human self, 
romanticists celebrated nature, subjective 
experience, feeling and desire. 

In this context, the following three issues 
need to be emphasised. (i) Neither histoncism 
nor romanticism questioned the existence of 
the transcendental and the universal. They 
merely altered the terms of discourse by 
owning and sometimes privileging the 
contingent and the heterogeneous. (ii) Herder 
and Dilthey historiciscd our perceptions. 
They replaced the idea of a pre-given, 
essential and invariable nature by an 
historically specific and culturally defined 
‘spirit’ or nature. Instead of delineating a 
universal pattern of historical development, 
norms and ontological essence, they spoke 
of diverse patterns of growth, conceptions 
of sc! f. morality and organisations of society. 
In other words, they historidsed the notion 
of rationality and referred to the diversity 
of human projects. Even so, they neither 
abandoned the search for an objective troth 
nor did they consider it to an unattainable 
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• go*I, WkK {toy offered in Ifeu of the 
enhfbietunent and ndboabst view ofaringle 
reality and With w#* the idea of historically 
specific and culturally shared conceptions 
of reality and with. To put this aomewhat 
differently, they maintained that the social 
reality was, directly or indirectly, the product 
of human creation. Literally, it represented 
the objectifications of the human mind/spirit 
(geist). Further, they argued that each 
expression of the human mind was a unique 
particular. It presented a reality that was 
historically and culturally specific, i e, it was 
characterised by particular modes of 
‘internal’ and ‘external organisation’ that 
separated one life world from another 
(Dilthey 1988:105-14], Thus, each culture 
embodied a set of values, conceptions of the 
self and the other, pattern of social, political 
and economic interaction and philosophical 
orientation. As members of a society, 
individuals share and express these 
orientations in their actions. The existence 
of a world of intersubjective meanings 
facilitated communication among the 
members of that society and reflected what 
might be called the ‘spirit’ of national and 
social life. Hence, while the social reality 
was taken to be a human construct, it was 
assumed that its distinctive cultural voice or 
historical spirit could be recovered. The 
search for an objective truth was therefore 
not abandoned; only the empiricist 
conception of object! Ve reality and ahistoncal 
truth was rejected, (iii) Dilthey endorsed the 
belief that hisiorians/social scientists could 
arrive at the objective truth, albeit by 
understandings particular expression (event/ 
text) with reference to the ‘objective mind' 
of that society” i e, in terms of the complex 
of imersubjectivdy shared meanings and 
systemsof organisation of life in that society 
| Hodges 1949; 118]. In fact the historian was 
expected to recover from the text that 
meaning which the original addressee (the 
contemporaries of the author) would have 
recovered from the text [Mahajan 1992:55- 
59], Since the historian was called upon to 
recover a meaning that members of a society 
(socio-cultural-histoncal entity) would have 
recovered from the text in accordance with 
the practices of shared language game, 
subsequent readings were expected to refine 
and reinforce that one and the same meaning. 
Objectivity was not. therefore, sacrificed, 
and disputes about the meaning of the text 
could, in principle, be settled. 

In this way. hermeneutic philosophy gave 
up the notion of an essential and universal 
truth: it Wstoricised our conceptions of life, 
human self, morality and society. Further, 
it legitimised the different patterns of 
rationality articulated in diverse historical- 
cultural units, and gave them respect and 
authenticity. Since philosophy as a form of 
enquiry tried to overcome the sense of 
difference and contingency, it relegated it 


to a subordinate poritkm, giving the pride 
of piaceto history. History came to represent 
both a mode of knowing and a mode of 
being. No longer were theMstoriansexpected 
to penetrate the veil of being to glimpse at 
the universal Being that must lie behind this 
plurality. Instead, their ostensible task was 
to recover the meaning that the original 
addresser would have derived from the text. 
Hence, neither the existence of the author 
nor her authority were denied or questioned. 
It was assumed that the author was, through 
the text, communicating with other 
contemporaries and was, therefore, using 
language in accordance with the norms/ 
meanings shared between her and her 
contemporaries (the original addressee). The 
task of enquiry was therefore to reconstruct 
that language game in which the text was 
encoded. In contradistinction, romanticism 
spoke of forging a psychological unity with 
the author while simultaneously recognising 
the virtual impossibility of re-living the life 
of the ‘genius' or. forthat matter, the moment 
of creativity. Troubled by this paradox, it 
agonised about our ability to undmtand the 
text completely. Hermeneutic framework, 
on the other hand, overcame this dilemma 
by limiting understanding to the recovery 
of that meaning which the original addressee 
would have derived from the text. Recover¬ 
ing the author's original intentions or the 
moment of creativity was not a part of this 
enterprise. 

Hermeneutic philosophy thus provided a 
critique of ahistoncal and esscruialist 
readings, and it also opposed what Rorty 
calls "bad foundationaHsm". However, it 
concerned itself only with those aspects of 
the enlightenment (hat applied to the human 
historical world; it did not. m other words, 
question the notion of natural science and 
scientific method that underpinned that 
thinking. The latter task was performed 
almost a century after by the post empiricist 
philosophies of science, whose most well 
known representatives were Kuhn. 
Feycrabend and Putnam. Each of them 
emphasised the place of interpretation and 
theory in scientific observation and theory 
formation. Perhaps the weakest expression 
of this view was present in the writings of 
Popper in the form of 'Searchlight theory'; 
that is. the statement that what we see depends 
to a considerable extent on what the light 
illuminates [Popper 1966: 260]. While our 
perception is also to some extent shaped by 
the nature of the object on which the light 
is focused, the position of the subject and 
the nature ot her concerns make a crucial 
difference to what is observed Kuhrt and 
Hanson made a stronger claim. They argued 
that we see the world only through some 
theoretical paradigm or grid. Consequently 
people with different paradigms tec the world 
differently, h is not at if they interpret the 
same set pf observed facts differently, but 


that they see quite different facts. Besides, 
observing something meats identifying it 
and giving it a name (Kuhn 1977- 463-Ml) 
And naming a thing or categorising it involves 
the use of adiaci pi inary matrix. Consequently 
there is no way in which we can know the 
world in itself or say that the picture derived 
from a particular paradigm is an objective 
representation or a mirror image of the world 
outside. All knowledge, even that of the 
natural sciences, is mediated through 
conceptual schemas and subject to 
mterpretat ion by the members of the iricMi fie 
community (Hanson 1981:262-67]. 

Postmodernism endorsed these critiques 
of empiricist conception of science and it 
also shared the hermeneutic concent with 
meaning. It accepted the idea that there is 
no neutral and theory independent 
observation language: that ail enquiry, 
including that of the natural sciences, 
employs a theoretic*! paradigm, and is subject 
to interpretation. Scieoce'sdaim to represent 
pure objectivity was, therefore, a myth and 
the accompanying belief that scientific 
theories represent a mirror image of the 
world outside, completely erroneous. 
However, while endorsing these perceptions, 
postmodernism did not begin from the point 
where these post-empirictst or h ermen euti c 
theories had left off. in fact, it chose a 
different starting point: it opposed the 
metaphysics of presence itself and argued 
that hermeneutic philosophy shared the 
methodological errors of the former. Dilthey. 
for instance, attempted to recover from the 
texla meaning that was pre-given: a meaning 
that was placed in the text by the author. 
In other words, he assumed the unity of the 
text and the presence of a coherent meaning. 
He placed a closure on enquiry by stipulating 
that the historian should recover the meaning 
of the text by reconstructing the objective 
mind of that society - that is. the original 
context of experience. The post -structuralist 
component of postmodernism, in particular, 
questioned the assumptions of sack 
hermeneutic analysis It argued for the 
autonomy of the text, and sought to free it 
from (he constraints placed upon it by the 
author, the original context and the original 
addressee. It argued that meaning is always 
delayed, deferred and disseminated, further, 
it located the possibilities of critical reading 
in the idea that words do not have a single 
determinate meaning, and like metaphors in 
language, they invoke diverse images and 
meanings that can be used to reveal aspects 
of the text that might be lost in earlier forma 
of hermeneutic reading. 

Thus, postmodernism displaced the 
hermene u tic faith in the recovery of a stngtc. 
historically and culturally specific meaning 
with the twin ideas of indeterminacy of 
meaning and absence of closure While theme 
ideas, like hermene u ti c philosophy and part- 
empiricist conceptions of science, offered a 
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critique of the enlightenment conception of 
history and science, they conceived the task 
of the human sciences quite differently. As 
we observed earlier, postmodernism 
questioned the search for a single unified, 
coherent meaning. It extended the critique 
of the idea of a universal truth to challenge 
the hermeneutic hcliel in the existence of 
an identifiable, single historical spirit and 
meanings. It further labelled the attempt to 
explain and delineate a distinct identity as 
being synonymous with the quest fur 
foundations and essences. Consequently, 
while forsaking the tatter, postmodernism 
stressed absolute contingency of the self, 
language and community. 

IV 

The preceding sections delineated the 
philosophical agenda of postmodernism and 
reflected upon the distinctiveness of its anti- 
essemialist perspective. This section dwells 
upon the ways in which the ensemble of 
concepts associated with this philosophy 
have been read and appropriated in the social 
sciences. In particular, it explores the 
implications of these readings for social 
analysis and political engagements. 

Postmodernism, as we observed earlier, 
represented anti-essentialism and anti- 
foundationalism: that is. it opposed the twin 
concepts of essence and foundations, and 
maintained that there is no transcendental 
signified and no absolute spirit which can 
serve as the foundations of the world, history 
or the human self. At one level, this was an 
assertion about the absence of a supreme 
Being, but at another, it was a statement of 
the absence of epistemological foundations 
too. At the very least it suggested tliat: (a) 
it is futile and unprofitable to speak of a 
universal truth orthething-in-itself; (b) what 
we know is the world as it appears to us 
through the grid of our theoretical paradigm: 
(4) our knowledge is not a representation of 
iNc objective world: it istnsteada description 
of the world, presented linguistically: 
(d) there is no predetermined human destiny 
or history. Further, there are no laws which 
determine the direction and outcome of the 
historical process; (e) the meaning of history, 
like that of any other text, can never be fully 
known. All together these assertions 
challenged and rejected the correspondence 
theory of truth, theempiricist view of science 
and the associated belief in a universal 
historical process. In a manner of speaking 
none of these enunciations were new or 
unique: thedeathofGod had been proclaimed 
by Nietzsche; the neo-Kantians along with 
post-empiricist philosophers of science had 
stressed the theory dependent nature of 
knowledge: and the critics of Marxism had 
' queried the idea of historical determinism. 
Hence, in making theic assertions 
postmodernism was echoing the sentiments 


of other non-fnundational philosophic*, 
without contributing anything.wgnificanlly 
different or new. What distinguished 
postmodernism from the others in this 
category was the fact that it gave a positive 
content to the ideas nf unti-csscniinlism and 
anti-foundationalism. That is, it did not 
merely reject the scientific rationality of the 
enlightenment, instead it questioned 
univcrsalism />rr sc. In doing so it provided 
an alternative conception of a text, be that 
the social reality, individual self nr history. 
Hence, its distinctiveness resided in its 
particular conception of the text. 

The postmodernist conception of the text 
was. in the main, grounded in the philosophy 
of Derrida, and its most fundamental 
feature was its multivocity. Further, this 
characterisation of texts was used toquestion 
hermeneutic readings, and to assert that all 
forms of inscription and writing lack an 
object! ve meaning. Let us begin our analysis 
with the first claim: namely, the multivocity 
of texts. Literally, multivocity implies the 
existence of multiple meanings. When 
applied to words, it suggests that words have 
more than one meaning. The diversity of 
meanings is manifest in the way words arc 
used in different situations and historical 
epochs. Sometimes words acquire different 
meanings through their usage in different 
language games, and at other times, their 
meanings may vary over a period of lime. 
Kleaningsthen are. in this dual sense, context 
dependent, and the words to which they are 
attributed, multivoeal. . 

Postmodernism used this idea ol 
multivocity. previously associated with 
hermeneutics and structuralism, and gave il 
a new form. First and foremost, it maintained 
that multivocity is the defining feature of all 
texts. Being multivoeal, these texts, lor 
instance, individual life, humanity, history, 
culture, social action/structure. inscriptions, 
written documents, etc. do not address us 
in a single voice. Instead different meanings 
are embedded in each of these texts. Second, 
since texts are multivoeal. reading should 
not be directed at the recovery of a single 
untvocal meaning. In lieu of searching for 
a unified coherent meaning, reading should 
dwell upon the multiplicity of meanings 
contained in the text. In other woods, it 
should not be restricted to the original 
intended or appropriated meaning. The 
hermeneutic concern for that meaning which 
the author or the original reader would have 
recovered from the text was, by this view, 
designed toeffect a conceptual closure wjpich 
must itself be overcome. The hermeneutic 
beliefthat the text has a pre-gi ven determinate 
meaning and that the original reader could 
recover that meaning on the basis of the 
existing world of shared meanings was thus 
questioned. With il the idea that texls/wo’rds 
have an univocal meaning in a particular 
context was also challenged. Third, (he 
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existence of univucal meaning* win itself 
contested. For postmodernists, even 
utterance* and actions are multivoeal. It is 
not as if words acquire different meanings 
when they are placed in different contexts, 
rather this multivocity is embedded in them 
[Laclau 1970:29], The important thing 
therefore is to use this multivocity to draw 
meanings from these words and texts which 
the author may not even have intended and 
the original reader muy have completely 
ignored [Derrida 1982: 317). 

Thus far I have mentioned the philosophy 
of reading and interpretation that is derived 
from the notion of multivocity. Let us now 
turn to the notion of text that is delineated 
in it. In this connection, perhaps the most 
signi ficanl postmodern assertion is that texts 
(being multivoeal) are open, ambiguous, 
and incoherent. Since a coherent unified 
structure is associated with the presence of 
an identifiable and often univocal meaning, 
incoherence and ambiguity are taken as the 
defining feature of multivoeal texts; and 
insofar as multivocity is a feature of all texts, 
these are in effect the attributes of life, 
history, culture, und even social structure. 
As incoherence and ambiguity are attributes 
of all texts, postmodernist reading does not 
try to overcome these features. Instead, it 
takes cognisance of these features and 
convcns them into positive values that must 
he actively pursued by the analyst/rcader. 
Reading should, for the postmodernists, try 
to locus on the ambiguity and incoherence 
present in the text, perhaps hy reflecting on 
the metaphors in language, hyphenation and 
common roots ol words. Through these and 
other associated strategics, the reader is 
expected to loosen the text by allowing other 
meanings to seep into (he text. Thus, 
postmodernism first postulates ambiguity, 
incoherence and non-determination as the 
attribute of texts, and then actively pursues 
the ideal of ambiguity, incoherence and 
multivocity in reading and analysis. Together 
these ore taken as enunciations of the denial 
of the metaphysics of presence and 
foundationalism of every kind. 

The recognition of multivoeal meanings 
and inherent incompleteness of the text 
provided a decisive break with the post- 
enlightenment concern for ‘totality'. More 
specifically, il celebrated difference and 
heterogeneity hy placing it everywhere: 
within history, particular cultures and social 
contexts. No longer were progress and 
emancipation seen as the universal or 
univocal projects of human history. Not 
only was history seen as the repository ol 
many individual projects, each project itself 
was seen to have many voices. As Laclau 
said, we cannot speak of emancipation, wc 
need instead to refer to emancipations or 
plural projects of emancipation. Similarly, 
culture could no longer be defined in terms 
of a tingle language game or a shared 
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historical spirit The accommodation of plural 
language garnet within the tame space 
opened up cultures such that difference! that 
had hitherto been pushed outside the 
boundaries of the national cultural life were 
nowinsertedintothemainsteam. Multiplicity 
made cultures mote sensitive to the existence 
of internal others and prompted reflections 
on issues generated by the coexistence of 
plurality and heterogeneity. 

Postmodernism gave authenticity to the 
repressed other Combined with the notion 
of plural projects ot emancipation, u 
legitimised (he struggles ot various groups 
-eg, women.greens.ethnics, immigrants, 
blacks, students, etc. In this connection it 
also pointed to the limitations of defining 
the self in terms of a single identity. And 
its own conception of the self as the bearer 
of multiple identities -ol'class, caste, gender, 
ethnicity, region, nation - displaced the 
homogeneous subject of the enlightenment 
narratives of emancipation. Seen in this way. 
the emphasis on difference and plurality 
pmvidcdathcoretical perspective trom which 
both the failure of the Marxist project and 
the relative success and significance ot the 
other projects ot emancipation could he 
understood. 

Plurality, difference and heterogeneity, 
however, represented only one di mcnsion ot 
postmodernism. As such, the insights 
generated by these concepts have to be 
supplemented by reference to the other 
dimension of postmodernist readings ot 
mullivocily. namely, ihc amhiguiiy. 
incoherence and incompleteness of all texts. 
When the latter is applied to the study ot 
philosophic lexis, it suggests both the absence 
ol a coherent meaning m the text and the 
critical potential ot different readings 
However, when it is applied to the text ol 
human iilc. it justifies (he absence ol 
coherence, narratisity and commune. in tael 
il celebrates schizophrenia and makes it the 
norm ol every day life. In cllcci thus, il 
undermines the very possibility ot social 
life and social interaction Further, ihc 
singular emphasis on difference and the 
accompanying silence about the shared 
worlds, reduces society to an aggregate ol 
isolated, monad-like individuals The 
reluctance ot postmodernists to speak ol the 
shared games and meanings also reinforces 
a picture of a fragmented world m which 
communication. Id alone the possibility ot 
understanding an other, is almost entirely 
excluded In contradistinction, hermeneutics 
had emphasised the shared world ot meanings 
on the assumption (hat people living in the 
same historical and cultural world com¬ 
municate wtth one another, and that com¬ 
munications requires the existence ol such 
a world of shared meanings Consequently, 
to understand the meaning of (hose 
expressions/texts through which individuals 
address and communicate with each other. 


they emphasised the ‘objective mind’ or 
shared meanings. While stressing this shared 
dimension of social life, the theorists ol 
hermeneutic understanding were probably 
aware that there are residual meanings of 
texts, and that meanings may sometimes 
elude ihc addressee. However, they ignored 
these aspects because shared meanings arc 
a precondition tor communication and 
understanding: ihey are the basis ot social 
life. Postmodernism, on the other hand, 
with its eyes on internal difference, under¬ 
mines Ihe place of communication and 
understanding in social life Thus, even as 
the post modern i si idea of difference creates 
space wiihm which diversity can he 
accommodated, the accompanying refer¬ 
ences to the ahsc-nce ot coherence and 
narrativity reduce the social to the status of 
a fiction 

The fragmentation ot Ihc social world is. 
within this perspective, compounded by ihe 
postmodern belief in the ’ambiguity', 
'incoherence and Ihe 'inherently incom¬ 
plete’ nature ot social structures and the 
’unstable nature ot all relationships' 
Ambiguity and incompleteness of ihe 
structure are. it argues, "not the result of the 
empirical impossibility tit its specific 
coherence being lulltlled. hut as something 
which 'works' within Ihc structure Irom ihc 
beginning" |Laclau I9*XF.2K|. Hence, “even 
as a regulative idea, ihe coherence ot the 
structure, must be questioned" ll.aclau 
l*W0.2 l )| Although reference tothc inherent 
instability ot die social structure was made 
with a v lew to emphasising the undetermined 
nature ot lire historical piocess and ihe 
existence of plural identities, this idea 
eventually jeopardised the scry notion of a 
structure One could no longer speak sit 
patterned regularities and iheu possible 
consequences 

Besides questioning ihe notion i it structure. 
Ihe postmodernist denul of coherence in lite 
and social virus lure preclutied Ihc possibility 
ot ottering explanations Previously, ililies 
ol historical dcicrniimsm had questioned 
ihe existence of invariable lawv of historical 
development and pointed 10 the over- 
deiermincd nature ot historical situations 
They argued thai various structures - each 
capable ot generating an efleci - may in 
conjunction with each other produce an ctleci 
(event) that is neither predetermined nor 
aiinbutablc in advance to the existence of 
any one dominant structure. Stmilails. 
variables lhal are individually insignificant, 
may in association with others yield a result 
(hat is completely u v anancc tronmii general 
expectations Both these arguments pointed 
to the improbability of predicting with any 
certainly what might happen They provided 
space tor human intervention and cltccl 
variation. However, in doing so they did not 
question the existence ot a structured pattern 
of interaction between these multiple 


variables, nor did they doubt the ability of 
a structure to produce a specific effect by 
itself. What they challenged was the 
conclusion that the existence and pre¬ 
ponderance of a pamcular-ucuciurc would 
necessarily determine the historical outcome 

While the advocates of postmodernism 
questioned most ol these statements, their 
idea ol incoherent and ambiguous structure, 
challenged the very existence of patterned 
regularity and structure Indeed, in their 
analysis the notion of social structure was 
displaced hy the notion of 'dislocations'. 
Whether there can ever be a notion of 
dislocation without a prior understanding 
and determination ol locations, structural 
regularities and identities, are issues that 
remained unexamincd Similarly, what 
would a narraii veofdislocations he, remained 
an enigma. 

These questions apart, ihe denial of 
regularity, coherence and determination ruled 
out (he possibility ot offering explanations, 
however. incomplete, partial or limned they 
might be To return to our earlier statement, 
the critics of historical determination and 
deduclivc-nomologicat explanations, 
dissociated prediction from explanation and 
argued lhal even though we cannot predict, 
we can nevertheless provide post-hoc 
explanations For instance, we mas not be 
able to predict where the bullet tired from 
ihc revolver will hu ih. force shield, yel. 
alter the bullet is launched ai a particular 
poini. we can retrospectively explain why 
it landed vx here u did I Aronson 1984: 64- 
t>5j Thai is. we can explain ns trajectory 
by methodologically land lemporanly) 
s losing of tu hat in reality isan open’system, 
undetermined and subject to Ihe play of 

various variable' 

Poximodemi sm injected both to the belief 
in the existence ot a coherent structure and 
ihc aiiempi by w>e analyst to introduce 
closure It considered even ihe metho- 
uologisally postulated closure ’<« he a way 
ol fixing meanings and introducing 
determination In ik enthusiasm for 
indctciminancy wh.it n perhaps ignored wav 
ihc fact lhal cv cry uiicianceand performance 
sit action emails ihe introduction ot closure 
While situations arc open-code J. actions 
seek togivcihcin a determinate end Human 
intentions may not always be realised and 
other individuals mas read the situation 
ditlerchily: hut individual actions can he 
conceived and executed only bv giving a 
dcieiminate meaning to a situation A certain 
degree ol closure o therefore integral to our 
being jnd social Iilc it is neither a myth new 
a limning aspuanon 

In sum. ihc notion ot mullmvity has two 
concUicv difference and non-detcrmi- 
tution Insofar determination represented 
cssenualtxm. the postmodernist emphasis on 
non-dctrrmm.ition expressed its anu- 
esvcntialist and ami-foundational agenda 
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Giving a positive content to this agenda and 
upholding the norm of non-determination, 
many of its adherents decried attempts that 
were aimed at identifying the necessary 
attributes of an entity and specifying its 
stable relationship with other entities. To put 
itdifferently, many postmodernists translated 
non-determination to suggest the incoherent 
and ambiguous nature of the text. Social 
structures, just like life or history, were in 
its view incoherent, unstable and ambiguous. 
This conception of the text, as we observed 
earlier, fragmented the social world and 
reduced it to a myth. At the epistemological 
plane, the denial of univocity. including the 
claim that words or utterances can have a 
univocal meaninginagivencontext,opened 
the floodgates to relativism. 

Thus, the postmodernist equation of anti- 
essentialism with incoherence and relentless 
difference created several analytical 
difficulties. To begin with it excluded the 
possibility of offering even partial expla¬ 
nations of social phenomenon. Moreover, 
its denial of the social undermined both 
understanding and communication in the 
life world. Consequently, it is necessary to 
dissociate the postmodernist critique of 
essentialism from its assertions about the 
incoherence, ambiguity and incompleteness 
of ail texts and readings. Separating the 
former from the latter may well leave behind 
a legacy that can benefit all of social sciences. 
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Singapore’s ‘Other’ Brain Drain 

MGGPIBai 

Many middle aged Singaporeans are leaving for greener pastures - not to 
Australia or Canada but in neighbouring China, Malaysia and Indonesia. 
A combination of factors, economic and social, have fuelled this movement. 


AS Singapore’* older, poorer-educated and 
skilled citizens settle in neighbouring coun¬ 
tries, the republic faces a cultural and so¬ 
cietal conundrum that questions its long¬ 
term viability. The unaccustomed frenetic 
life, an unwillingness or inability or both to 
change, the consequential irrelevance in a 
country which judges worth by economic 
usefulness, the burgeoning cost of everyday 
living, force them to leave. They cinnot live 
within their means, especially after their 
retirement, but because the Singapore dollar 
is firm, they sell their flats and other assets, 
cash in their provident fund contributions, 
to settle in - not Australia. Canada, the US. 
where immigration is stricter than it once 
was - but China. Malaysia, Indonesia. The 
brain drain to the west and Australia of the 
younger people, on the other hand, has not 
only slowed but is reversing; there are al¬ 
most as many westerners on local pay in 
Singapore than Singaporeans overseas 
Many a middle-aged Singaporean leaves 
with no desire to return. His assets of a few 
hundred thousand US dollars - an average 
Singaporean would have at least that much 
in his provident fund account in a lifetime 
of employment - and the proceeds from 
selling his government-built flat and his 
other investments can fetch a fortune in local 
currency and a better standard of living in 
neighbouring countries or China. Many set 
up small businesses. Some eventually acquire 
citizenship. But these are the very people a 
young society like Singapore can least afford 
to lose. Why then do they lea ve? The contrasr 
between difficult living and cheaper 
conditions elsewhere, combined with the 
break upof the extended family intoanuclear 
one, makes it attractive for those caught 
betwixt Axed income and rising costs. They 
do not fit into the impersonal life of their 
progeny. The old often are lodged in old 
folks homes, with occasional visits from 
their children if they are lucky. or left to their 
own devices, if they are not. Besides, the 
government’s stem meritocratic charter 
regards anyone dependent on its rudimentary 
welfare system as wastrels, mdolents or 
worse. Even the health system provides free 
care only after a humiliating admission of 
indigence. When the late Alex Jotey. the 
biographer of Singapore's former prime 
minister. Lee Kuan Yew, and an important 
footnoit in the island’s modem history, could 
not afford medical treatment of Parkinson’s 
disease several yean ago. a government 
sp o ke s person callously said he could have 


had it, free, at the third class ward of the 
General Hospital. Many Singaporeans seek 
treatment in Malaysia’s general hospitals 
because it is so much cheaper there. 

Singaporean leaders worry about these 
departures. In any society, this group, often 
ignored, provides both a link with the past 
and solidity with the present, and pass the 
cultural baton on to the next generation; 
besides, it also conditions the present 
generation from losing its bearings. Japan’s 
cultural roots ire enmeshed in hi rice farmers, 
with the government prepared to go into a 
trade dispute with the US over imports of 
American rice into the country. They believe, 
rightly, that Japan's cultural heritage is best 
preserved by these conservati ve rice fanners 
amidst the post-war modernisation. Every 
Asian society has variants of this theme, 
which the political overview carefully 
nurtures. But this becomes difficult in 
Singapore. Inflation, high salaries, personal 
and institutional greed reduces even well- 
to-do pensioners to genteel poverty. 
Migration for many is a necessity, not an 
option. The government is unable to reverse 
this trend quickly enough even if Singapore 
as a global trading centre istempered with 
a conscious invocation of traditional values. 
This superb Singaporean efficiency, better 
than any the west chi provide, however, is 
encased in a high, though hectoring, moral 
Confuctan stance which erupt often enough 
into irrelevant ‘East versus West' conflicts 
when, for instance, it lands on an old- 
fashioned vandal’s Caucasian bullocks. But 
this ethical code can only be sustained by 
a reverence for elders, be he Malay, Chinese 
or Indian and more than lip-service to their 
presence. 

The contradictions in Singaporean society 
come home to roost with a vengeance. But 
the signs have been there for more than a 
decade. The pampering of English-edu c ated 
Singaporeans and the concomitant decline 
of the importance of those edu ca t e d in the 
other official languages led to another conflict 
of values which rankles and remains 
unaddressed. Another is Singapore's 
mathematical insistence of her Chinese 
population remaining at 76 per cent. Malays 
IS per cent. Indians 6 per cent and the 
minuscule polygot minorities die real. They 
maintain it with freah migration to 
compensate the racial b a l an ce of those who 
leave. So. Hong Kong Chinese replace those 
Singaporean Chines e wh o left for Australia, 
Canada the US; professio n al* from India 


replace local Indians who migrate. The 
Malays did not emigrate m large numbers, 
and are therefo re relatively stable 

But these newcomers cannot upset the 
political balance, would enhance the 
republic’s prestige as a centre for excellence, 
provide-needed expertise, raise standard* of 
living without contributing - yet, anyway 
- to her cultural life. The obvious worry, 
unstated, is Singapore’s consequent 
e volution into a^ransient society, with money 
determining if one stayed or not. The high 
flying Singaporean has become one who, 
like the typical fund manager, transfers 
investments and funds at a moment’s notice 
to another haven where fiscal returns are 
better. When Indonesia invited Singaporeans 
to buy houses in their islands of Bintan and 
Baum, within sight of Singapore, at prices 
so ridiculous, compared to Singapore, a 
virtual stampede ensued to get them. 
Singaporeans push house prices in Johore 
Bahru, which links West Malaysia to the 
republic through a causeway. to astronomical 
heights. These all too frequent dep a rt u re * for 
cheaper, more affordable havens could break 
asunder Singaporean society. The political 
costs to Singapore can be even worse. 

Concomitant with this is the youn g er well- 
trained Singaporean’s reluctance to move 
overseas. The foreign ministry attracts them 
with fiscal incentives to make the 
Singaporean diploma, highly paid, with 
generous overseas allowances and special 
payments to wives who leave their jobs 
behind, but the problem remains Most Asiso 
societies, with working couples, face similar 
hean-wrenching decisions whenever families 
have to be uprooted, but is even more Severn 
in Singapore. So. inevitably,it itthcddctly, 
with fewer commitments, who ate available 
for overseas assignments, and who, when 
they retire, remain there permanently. This 
reverses the tradutonal tendency where the 
young travel overseas for em ploym en t to 
take care of their elderly at home. 

Economically, these departures ease fee 
burden on a society where a rapufly aging 
population depends on a declining pool of 
working men and women. But for a nation 
dependent on emigration, an outflow of 
people in large numbers, as Singapore is. 
this can only be counterproductive. The 
economic costs cannot preixidc the asternal 
if a society is to take root. Bui for feat 
inherent Confuctan society to take root, fee 
elderly must not only be around topassfeeae 
ideals dowq from gra nd f ath er to grandson. 
That » lea* of an option among madam 
families- Three decade* of mad aval ration to 
the exclusion of everything dae pvt a 
cataclysmic shock to its social symeaa. 
Singapore now me* *io temper this 
modenusatw owuh social an d cuh a ral grace, 
but it races agmast Orandfathar Timr 
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PERSPECTIVES 


Mass Struggle: The Only Option 

Pradhan H Prasad 


Gandhi had warned as back as in 1934 that the Congress would 
commit suicide if its attention was solely demoted to legislative work. 
Swaraj, he had declared, could only come through all-round 
consciousness of the masses. Why should not a movement to raise mass 
consciousness be launched in India today when, the country is seething 
with burning issues? 


THERE is a set of figures' which would 
indicate that there is evidence of economic 
growth after the end of direct rule of British 
in India on August 15, 1947. For the 42- 
year period from 1950-51 to 1992-93, the 
annual growth rate of per capita income and 
agricultural and industrial production, all at 
constant prices, has been about 1.6. 3 and 
6.6percent. respectively, whereas population 
growth has been about 2.1 per cent per year. 
If. however, we add to this set of growth 
figures, the statistics related to decline of 
proportion of poor population between 
1956-57 and 1987-88 at an annual rate of 
about 2 per cent per year.-’ there seems to 
be some evidence suggesting growth with 
social justice. But then if we look at the 
figures relating to increase in the backlog 
of unemployment from 5.3 million at the 
beginning of the Second Five-Year Plan 
(ie. in 1955-56) to 25 million in 1992-93. 
an annual rate of increase of about 4.4 per 
cent, one wonders whether the whole thing 
suggests a march towards socialism or a 
widening panorama of dole culture and 
dependence paradigm. 

The situation gets still more confused if 
one glances at other facts. Government 
expenditure has been increasing at a rate of 
over 8 per cent per annum during the period 
resulting tn bureaucratic expansion and 
adding to the middle-person culture 
increasing the broker types, their numbers 
and their profits. Apart from public loans 
and taxes, deficit budgeting became an ever 
increasing source of government expenditure 
adding to inflation. Prices rose at an annual 
rate of 6.5 per cent. Inflation is considered 
the most regressive form of resource raising, 
an affront to the cause of social justice. In 
this process the phenomena of black market 
and black money surfaced in a big way. This 
in combination with the ever-increasing 
joblessness promoted lumpen proletarian and 
petty propertied class ideology which 
strengthened the fanaticism of race, religion, 
caste, region, language, ntual, culture, etc. 
Partly as a survival strategy and partly in 
order to gam profit for the black money, the 
activities which acquired expansive character 


in this process were thieving, cheating, 
dacoities. robberies, riots, extortions, 
kidnapping for ransoms, smuggling, drug 
peddling, manufacture of spurious goods, 
flesh trade, etc. Let alone the equity aspect, 
even the growth syndrome seems to vanish 
from the Indian scene. This is not all. 

Culture of Dependence 

In the process of its development strategy, 
the government of India designed and 
attempted to execute a plethora of 
programmes. Some of them it attempted 
to implement itself and others through non¬ 
government organisations (NGOs). Bene¬ 
ficiary participation was also put as the caveat 
in some. Many NGOs also acted as agents 
of others (foreign as well as Indians). Often 
the NGOs developed their own programmes. 
Alongside we find growth of subsidy and 
dole cultures. In all these, one thing was 
common - that thoughts, other than the 
people s own thoughts, were heaped on the 
people. Most of them were accepted by some 
because they were beneficial and a few were 
such as some set of people might have even 
desired as a priority. But as time rolled on. 
the people by and large began to look upon 
the government or the NGOs or any other 
group or organisation for redressal of even 
(heirminor grievances which could be sorted 
out by them as a group on their own. Indians, 
thus, by and large, got’imbibed in a culture 
where they refused to think and act 
collectively on their own. Even if the group 
be small or homogeneous, their behaviour 
remairfed the same - a dependence paradigm 
par excellence. 

Indians had not bargained lor it when they 
supported the Indian National Congress 
blindly and faithfully either in its strujgle 
against the British imperialism or when it 
entered in'o a compromise and strengthened 
its link with neo-imperialism. They even 
hailed the development strategy and the 
parliamentary system adopted by it for the 
neo-colonial state of India after the middle 
of the 20th century. Of course, the few 
skirmishes or protests by trade unions. 


organised peasantry and groups from the 
petty bourgeois and petty propertied classes 
were nothing more than the stock in trade 
of the parliamentary system. It seemed that 
it had won the lasting confidence of the 
toiling poor who were being deprived of the 
awareness and understandingof the dynamics 
of their material conditions of living while 
neo-imperialism and its class collaborators 
(i e. the Indian ruling class) have been busy 
plotting against them. 

Indians for quite some time have been 
viewing ‘progress’ in terms of eradication 
of widespread poverty through massive 
employment generation and fipally 
obliterating exploitation from their lives.’ 
The form of government visualised by them 
to move towards ‘progress' was a fully 
decentralised democracy. Gandhi had said, 
“My ideal village will contain intelligent 
human beings. They will not live in dirt and 
darkness as animals. Men and women will 
be free and able to hold their own against 
anyone in the world. There will be neither 
plague nor cholera nor small pox; no one 
will be idle, no one will wallow in luxury.” 4 
He laleron added. “Independence must begin 
at the bottom. Thus, every village will be 
arepublicorpanchayat having full powers.”’ 
The panchayati system was so-deqp-rooted 
in the Indian psyche that Indian 
revolutionaries (many among them were 
aware of the Marxian thesis of ‘dictatorship 
of proletariat') did not underestimate the 
efficacy of panchayats in Indian situation. 
Ram Prasad Bismil of Kakori fame wrote 
his last piece three days before hanging, that 
is on December 16. 1927. “By the grace of 
God. I shall be re-bom many times and my 
objective shall be to attain complete freedom 
in the world, everybody shall have equal 
right on the gift of nature, so that no one 
rules over other. Governance by 'panchayats' 
shall be universal.”* 

British rule was considered as the biggest 
hurdle in the march towards progress. The 
struggles and movements which were 
launched to end the rale of British im¬ 
perialism and which influenced the course 
of events si nee the beginning of 20th century 
can be broadly classified in two categories. 
One was by a set of young patriots par 
excellence and martyrs to the cause of 
freedom, known as Indian revolutionaries. 
They practised violent revolutionary struggle 
against British imperialism beginning with 
the Chapekar brothers' killing of two British 
officers on June 22. 1897 and ending with 
the hanging of Bhagat Singh, Sukhdev and 
Raj Guru on March 23, 1931. 

The other let consisted of petty bourgeois* 
groups dominated by professionals. The 
important among them who significantly 
influenced the events during the course of 
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ttt fapemteme movement were the Indian 
National Congrrn and the Muslim League.’ 
A* the Congress began to acquire (dominant 
position in negotiating with the British, the 
Indian bourgeoisie began to acquire a hege¬ 
monic role in it. The compradore character 
of the bourgeoisie was perceived by the 
Indian revolutionaries as early as in Decem¬ 
ber 1929 in the Manifesto of Hindustan 
Socialist Republican Association* That is 
why Bhagat Singh, a few months before 
hanging, had wanted his countrymen that 
the Congress will ultimately enter into a 
compromise with British imperialism and 
betray the Indians' struggle for inde¬ 
pendence.'' This was fully corroborated by 
subsequent events. Congress finally entered 
into a compromise with the British 
imperialism which led to partition of the 
country in the name of so-called inde¬ 
pendence and to foiging still closer etonomic 
links with imperialism. Congress leaders 
were aware'of the fact that federalism was 
the only answer to communal strife prevailing 
in the Indian sub-continent, 10 but curiously 
enough they preferred partition to 
federalism. 11 Further, the Indian Constitution 
completely ignored federalism, playing into 
the hands of imperialism and provided for 
a strong centre in a large country with 
innumerable variations in terms of religion, 
caste, race, language, ritual, culture, region, 
etc. In India's development strategy, foreign 
aid became the kingpin and it also adhered 
to the techno-industrial culture which was 
associated with imperialism (an abiding 
feature of capitalism) 1 -' in spite oi the warn¬ 
ing against it by Gandhi. 1 ' While rural 
development came under the guise of the 
Indo-US Technical Co-operation Agreement 
of I9S2, the socialist block of nations gave 
us the cue for initiating some institutions 
dike public sector undertakings and central 
planning system) which were used more as 
show-pieces. The people continued to be 
duped. 

The technological upgradation which 
got initiated in the process (for example, a 
switch from coal-based to petrol-based 
technology) 14 made us increasingly depen 
dent on import of capital and intermediate 
goods. Since we lacked adequate export 
potential, foreign debt and debt-servicing 
began to increase over lime. Foreign trade 
deficit and debt-servicing which was about 
Ks 2.4 billion in 1951-52 increased to 
Rs 272.6 billion in 1992-9.1. an annual 
increase of about 12 per cent. It was this 
annual commitment of Rs 201.7 billion to 
he paid in foreign currency in 199t>-91 which 
brought us to the verge of bankruptcy in the 
international money market and we were 
forced to accept loans from IMF and World 
Rank (agents of imperialism) with harsh 
condilionalUies and stipulations." It was 
'his diktat of IMF and World Bank, later 
chastened as the New Economic Policy 1991, 


which has compelled India to face the fury 
of world market forces disregarding its own 
socio-economic compulsions. Not that prior 
to mid-1991, the Indian ruling class was 
sensitive to welfare and aspirations of the 
masses while pursuing the policy of 
strengthening the culture of brokerage, 
subservience and dependency in the name 
of promoting socialistic pattern of society. 
Then market forces were not kept so free. 
But the regulations were hardly conducive 
to progress. However, the New Economic 
Policy 1991 has not been imposed as a 
remedial measure, but has been forced on 
us so that the stranglehold of imperialism 
over the country gets further tightened. The 
commitment to pay in foreign currency on 
account of trade deficit and foreign debt¬ 
servicing has in the two years following the 
New Economic Policy 1991 increased from 
12.1 per cent per annum (o 15.6 per cent per 
year. The foreign debt which was 51 billion 
dollars as on March 3-1. 1991 would now 
be about 100 billion dollars."' For the first 
time since 1947. industrial production 
registered a decline in 1991-92. There was 
a further dip in employment in the organised 
sector of the country Thus, there seems to 
be no possibility of the country's march 
towards progress so long as ii faces the full 
onslaught of market forces at the global 
scale which are being continuously mani¬ 
pulated by the trading giants ol imperialism. 

AttAINST lMPr.RIAI.ISM 

The only option left is the resolummary 
mass struggle againsi neo-impcnalism and 
in this process ol progress tow ards growth 
with social justice. Indians will have to w ipe 
oui imperialism from the face of the earth. 
So long imperialism rules the roost, the 
colonies or the neo-colonies like India can 
hardly escape exploitation. In order to achieve 
this they have to draw' lessons from the 
intimidating ascendancy otimpenalismover 
time and space. 

The lessons which are important in this 
context are those related to revolutionary 
struggles against imperialism that have lakcn 
place in the world. It is also a well accepted 
tenet lhat both, the successes and failures of 
revolutionary struggles add to the knowledge 
of revolutionary theories and practices While 
(he revolutions abroad against imperialism 
provide one set of theories, ami-imperialist 
struggles in India lead to another set of 
perceptions and practices. This m tact is the 
unity of opposites. It one set is ignored and 
is not integrated with the other, the antt- 
impcTiatisi revolutionary struggle may sutler 
or turn counter-productive because of an 
incorrect strategy. Even it these lessons arc 
fully grasped, there is yet another problem 
related to the class character ot the toiling 
masses in India who are not the proletariat 
in the Marxian sense of the term The tow 


proportion of non-propeflied direct producers 
(inclusive of landless agricultural labourers 
and assetless industrial workers) operates as 
a powerful dragon mass-based revolutionary 
class struggle. The small propertied class 
(that is, the agricultural labourers with land, 
almost the entire working men and women 
ol the organised sectors, the poor and poor- 
middle peasants, petty traders, many teachers 
and artisans, eiu has in its told a large 
majority of Indians (not less than 70 per 
cent) who are imbibed with the petty 
bourgeoisie mentality. They would prefer to 
run the nsk of getting caught and punished 
in doing an illegal act rather than join the 
class struggle and face savage and atrocious 
repression by the state power backed by 
ruthless neo-impcnalism. Gandhi's per¬ 
ception of this led him to write m Young 
India on March 20. 1930. that he "urged 
non-violence not on the highest ground of 
morality but on lower ground of expedience" 

That in face of these, class struggle against 
the capitalist structure is ranging for over 
more than two decades, particularly in 
Andhra Pradesh and Bihar, suggests that all 
is yel not lost in India However, the most 
important question is how id strengthen it. 
make it a mass-based class struggle againsi 
imperialism and its class collaborators. Is 
there a role in this for the small propertied 
class who arc suffering, arc likely to suffer 
more in i he future and are friends or potential 
tnends ot ihe class urugg e° Can they be 
i n vol \ cd in the non- violent mass-based class 
struggle for progress ’ Gandhi s perception 
led him io say to Maunce Frydmar in 1939 
that it sou talk io the villagers "and Ibey 
begin to speak, you will find lhai wisdom 
drops from their hps'7 Taking a cue from 
this, if those < from among the petty bourgeois 
and working classes) who understand Use 
dy namics of the material conditions of living 
in India, work as a ca)alyst.incy can promote 
the mass-based revolutionary class straggle 
againsi neo-imperialism and its class 
collaborators “ They can do something 
similar to w hat Mao did in his revolutionary 
practice, "from the masses, to the masses"." 
Any struggle which stands for social justice 
and is againsi exploitation, if it gathers 
momentum, will come ultimately in direct 
confrontation with imperialism 

Lessons mtom Past 

The Indian revolutionaries, involved in 
the anti-imperialist struggle on the haws of 
historical facts avaitaNc till then, neither 
overestimated itieir armed strength new 
underestimated the brat at it res and repressive 
power of the British ProhaMy they wanted 
to arouse the natron which wav in deep 
slumber Banndra Ghosh, brother ««t Shn 
Aurobmdoandalcadeiottko, uihi.siuatfv 
manufactured the lit si i«»»K whs in Bengal, 
said. "We did trot u.» .«i oi expect to liberate 
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our country by killing a few Englishmen. 
We w an t ed to show our people bow to dare 
and die"." Twenty yean later within six 
days afterthe killing ofSaunder* 21 the posters 
which appeared on the walls of the city of 
Lahore contained the following famous 
sentence: "Though it may be admitted that 
no armed revolution can be accomplished 
witha sprinkling of arms yet they will indeed 
be enough to wreck vengeance for the 
repeated national insults which the 
administration indulges in from time to 
time”. 11 

On April 8. 1929, Bhagat Singh and 
Batukeshwar Dana dropped bombs and 
leaflets in the central legislative assembly 
in New Delhi and allowed themselves to be 
arrested. Bhagat Singh, in the course of his 
lengthy statement during the trial of tha 
Lahore conspiracy case, had said: “Our sole 
object was to warn the listless and to wake 
up the deaf. Many others are thinking just 
like us. The bombs which were thrown were 
intentionally so manufactured as to cause 
insignificant damage, and they were thrown 
also in such a dear place as tq produce the 
feast injury to anybody. Under the apparent 
calm on the surface of the Indian mind there 
* is a ceaseless terrible seething discontent on 
the point of bursting into a storm. Our action 
is merely a danger-signal to those who are 
rushing ahead thoughtlessly without caring 
for the serious consequences before them.” 1 ' . 
He also added: The opponents of revolution 
mistakenly believe that revolution means 
violence with arms, weapons and such other 
me ans . But revolution is not confined to this 
process. It may be that these are used as 
instruments but it should not be forgotten 
that behind them is the solid strength and 
spirit of the revolution and that strength is 
the will, the aspiration of the people to 
demand and get a change, a revolution in 
the current economic structure, the shape 
and form of political government of the 
nation. Our idea of revolution has never 
been simply the bloodshed of some 
individuals. It is to end the present regime 
of exploitation of man by man and to secure 
for our nation absolute right of self- 
determination. That is the ultimate objective 
of our idea of revolution."". 

Ashfaq Ullah also of the Kakori fame, a 
link before his hanging in 1927, gave a 
message to hiscountrymen: "We have played 
our role on the political stage of our country. 
Right or wrong all our actions were motivate! 
by the lofty object of securing independence. 

I know my actions will elicit praise from 
some quarters and criticism from others, but 
as a uue revolutionary I am indifferent to 
such remarks. One thing I beg to clarify 
before I die. It never had been our object 
• create terror in the country. Our trial has 
sled for such a long lime but tell me if ever 
e tried to shoot down an approver or a 
mention witness. That is not in our line. 


My only wish is that my countrymen may. 
irrespective of their religion or creed, unite 
like a solid bloc to smash the citadel of 
British rote.” 35 

It is difficult to uy bid then they might 
have considered practising non-violent 
democratic mass movement had they some 
perception of this which partly they 
themselves provided in the course of their 
heroic struggle (and the rest is provided by 
the historical events since 1931 till today). 
Mao, who led a very protracted struggle 
against imperialism, was not favourably 
disposed towards violent uprisings (that is. 
putschism). He said: "In its social origin, 
putschism is a combination of lumpen 
proletarian and petty bourgeoisie ideology. 
The methods of correction are as follows: 

(1) eradicate putschiam ideologically; 

(2) correct putachiat behaviour through 
rules, regulations and policies."" 

Recent history also provides some 
evidence to suggest that even successful 
violent struggles of peasantry and working 
class are prone to lead to dictatorial forms 
of government and concomitant bureaucratic 
consolidation which operates as a powerful 
drag on raising of mass consciousness and 
thereby becomes a drag on social progress 
in the long run.” There ia also no evidence 
to suggest that this will not happen in a non¬ 
violent democratic movement against 
imperialism and its class collaborators that 
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can be no doub t , however, that iaese*besad 
struggle for soda! jutbee la the only route 
which is capable of raising the level of mass 
co n ac fo ua n os s. Otuidhi‘i p a rec ptk» has made 
himsayasbackasin 1934, "But the Congress 
will commit suicide if its attention it solely 
devoted to legislative work. Swing will 
nqver come that way. Swaraj can only come 
through an all-round consciousness of 
masses.'*" That he did not put this percep¬ 
tion to practice was responsible for his getting 
trappedin parliamentary misadventure which 
finally paved the way for the Congress to 
enter into compromise with imperialism. 
But then the perception can hardly be ignored. 

But then there are some positive per¬ 
ceptions and also some indirect evidence in 
fa vour of non-violent democratic movement 
Why should such a movement not be 
practised in India which it seething with 
burning issues? For example, one such is the 
issue of eradication of joblessness which ia 
in sharp contradiction with the present 
policies of liberalisation and imperialism. 
This can be one of the many issues for the 
movement provided the people decide to 
take it up. The autonomy of gram sabha and 
gram panchayat may be another issue. There 
.is a possibility (hat initially diffefcnt loca¬ 
lities will take up different issues. But once 
this ethos of self-reliance grips the masses, 
the movement will generate its own 
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him: jouind tj— 
i n d a naa a dta gofMrolaof fa Bpa rtailsm act 
0 i catalyst ia the ana ot (hair choice. 
J n ekwfatedly thU will toe a long drawn-out 
novemnt in which the people tfacmaelves 
will drink and act (aided by catalysts) and 
novc slowly but steadily towards mass 
onsriousncsa an d concomi ta nt progre ss . Has 
tot Bhagat Singh in his Draft of 
Hevoluticmary Pr ogr a mme (written in jail in 
he early months of 1931) said. The main 
■esponsibility of the active groups of 
evoludonaries lies in reaching the masses 
o as to activate them.”** 


1 All Agates quoted here are pbsaraed from 
government of India toerccs such as 
documents from Planning Commission. 
Economic Surveys. Censuses, National 
Sample Surveys, sic. 

2 Beca u se of m ethodological differences, some 
experts suggest it to be a little higher than 
2 p ar cbm mi m — othuv n Hnftc lower 

3 Indians, since the aggression of British 
imperiaKsm an its sod. have been experiencing 
increasing and widespread poverty caused by 
unemptoymenf foOowittf the destruction of 
ihdr autonomous ’tributary' culture, often 
loosely termed as feudal system. Those 
involved with the mass movements or who 
otga nt sed (he mosses to fight the Briush 
oppression had some perception of what. 
masses imply by ‘progress' It was this 
situation which p rompted Jawahartol Nehru 
to say in April 1929. "If we are to eradicate 
poverty, we mutt ftru do away with this 
widespread u nem ptoymenf". ISeleaed Works 
of Jawahartol Nehru, edited by S Gopal. 
1973. Volume 3. p 378) Gandhi alto echoed 
a similar concept when he emphasised. 
"Whether the British retrain or not. it is our 
duty always to wipe out unemployment, to 
bridge the gulf between the rich and the poor, 
to banish communal strife, to exorcise the 
demon of untoachabilky. to reform dacoits 
and save the people from them If crones of 
people do not take a living interest in Bus 
oaooo-tmiidiag work, freedom mart remain 
a dream and unattainable by either non 
viokrex or violence" \CoUected Works of 
Mahatma Gandhi. Vo! LXXXII, December 

17.1942- July 31.19*4. p 120) Bhagat Singh, 
when askad in die tower conn in lam 1929 
as to whal is meant by ’revolution' made a 
hi s toric statement on hts own behalf snd on 
behalf of Banriuthwar Dan. *T would lay that 
bloody warfare is not an unavoidable part of 
revohitton bacaase u can permu only personal 
revenge. Revolution is am the cakare of 
bomba and pistols. By revolatton we mean 
that (ha uxmring ordar based on ugurtice must 
be changsd’ (Hanaro) RaMbar. Bhagat Stngh 
and HIi Thougtas. 1990. p 162) 

4 Gandhi's loner to Jaw sharia! Nehru dated 
October 3. IMS. 

s M K Gandhi. 'I n d epen dence'. Harijaa. 
July 28. 1946, p 236 

6 * «gmoh e n Si ng h and Cha i aawla l (ads).*kagor 
SmghAarUaJmSaMtam gr fl s t S n u(f(Hk*). 
revi ai l edW o a. R id i ssna f . Ps p trt a cii , 1991, 
P 86. 


7 ftpOws H Pra m fl , G andhi, Mart an d kad fe , 

I99l.ppr-3J, 

8 Tito postthm of the Mian pw l su ri at is 
today extremely critical. It Isas to bear the 
ootlaaght of foreign capRaHaaononabaad. 

and the treacherous attack of Indiaa 
capitalism on the other; the latter is showing 
a progressive tendency to join forces with 
the former". Bhupcodr* Hoojx, (ed). A 
Martyr's Notebook , 1994, p XVIII; see also 
Jagoohan Singh and Chamanlal, op cit. 
p 367. 

9 Jagmohan Singh and Chuunlal, op ck. 
pp 390-93. 

10 faibislettertoSifStaffordCripps.Jawaharial 
Nehru has written on January 27, 1946. "I 
suppose you know what the Congress has 
proposed from lime to time to solve the 
communal problem It has stated that there 
should be a federation of autonomous units 
with certain minimum list of compulsory 
common subjects These have not been 
enumerated but presumably they will be 
defence, foreign affairs, communication, 
currency, etc”,6 Gopal (ed). Selected Works 
of Jawahartal Nehru. Volume 14, 1973, 
p 143; see also Rammanohar Lotus. Marx. 
Gandhi and Soc ialism. 1963,pp 380-81 and 
Mahlana Abu! Kalam hied. Autobiography. 
pp ISO-31 

11 Pradhan H Prasad, op cit. pp 3S-38. 

12 Herb Addo. Imperialism: The Permanent 
Stair of Capitalism. 1986 See also Samir 
Amin. '1992'. Monthly Review. July- 
August. 1992 

13 M K Gandhi. Young India. October 7. 1926 
and November 12. 1931. pp 348 and 333 
respectively 

14 Pradhan H Prasad. Neglected Aspects of 
India's Development Planning'. Economic 


Political Weekly. Idly IS. 1989; ’India. 
Neo-Compradorc Reigns Supreme’, 
Frontier. September 7, 1991 and Gandhi, 
Man and India, op cit pp 40-44 

15 Pradhan H Prasad Gandhi. Mars and India. 
op cn. pp 43-46. 

16 At the time of transfer of power in 1947, link* 
was not a debtor country Rather we had a 
sterling balance to our credit to the tune of 
Rs 16.1 biHton 

17 M K Gandhi. Hanjan. January 28. 1939. 
p 236. 

18 Pradhan H Prasad, ‘Self-Reliant Progress 
versus De pen de n ce Paradigm'. Mtunsirram. 
January 29. 1994. pp 36J7 

19 Mao Zedong. Selected Works. Vol III. p 119. 

20 R C Majuradar. Struggle for Freedom. 1969. 
p 232. 

21 On December 17. 1928. the police officer 
named Saunders who dealt the fatal laabt 
blow to Lala Lajpai Rai was shot dead by 
the two revolutionaries. lUqgare said Bhagat 
Singh. 

22 Vidya Dhar Mahayan, Fifty Yean of Madam 

India. (1919-69). 1970. p 159 

23 B»d, p 160 

24 Ibid, pp 160-61. h is worth noting Out 
then Bbagai Singh was as popular ia 
India as Gandhi; see R C Majaindar. op ck, 
p 488. 

25 Vidya Dhar Mtotajra. op ck. p IS7. 

26 Mao Zedong. Selected Works. Vol l.pllS. 

27 Pradhan H Prasad. Gandhi. Mara end Indin. 
I9M. pp 67-81 

28 M X Gandhi, speech in All-India Congress 
Committee on May 19. 1934 to Pawn. The 
Collected Works of Mahatma Gandhi. 
VolLVIll. p II 
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REVIEWS 


Gandhi’s Inclusivism 

Sanjib Banish 

Mahatma Gandhi: Nonviolent Power in Action by Dennis Dalton: Columbia 
University Press. New York, 1993; pp 279 + xii. 


IN his book. Leader.\hii>, the American 
political scientist and historian James 
MacGregor Burns describes Mahatma 
Gandhi as the best modem example of a 
transforming leader. Unlike transactional 
leaders, such leaders transform the political 
imagination and the ethical and moral 
compass of those around them. In his 
sensitive, sympathetic and lucid book. Dennis 
Dalton elaborates the theme ol Gandhi as 
a transforming leader. 

Dalton's fine-grained discussion ot switraj 
and satyagraha makes the Gandhian concepts 
very accessible, especially to the western 
readers. For Dalton, tnclusivity is the major 
theme in Gandhi. Swaraj, he notes, was not 
only about India's independence Irom ihc 
British colonial rule, but also about power 
over oneself. It is about 'liberation from 
attitudes of political or social separateness 
that fosters ideologies of xenophobia and 
exclusivity" (p 6). The road to swaraj lies 
in satyagraha, "the power of truth and love". 
Satyagraha encourages reflection noi only 
on the part of those who engage in civil 
disobedience, but also on the part ot those 
in positions of governmental authority. For 
instance, before launching programmes of 
civil disobedience. Gandhi wrote to the 
colonial officials informi ng them of his plans, 
typically addressing the officials as. "Dear 
Friend". The “please help, we both need it" 
quality to t''.‘$e pleas (p 106). as Dalton 
nicely describes them, illustrate how in 
engaging in satyagraha. Gandhi appealed to 
the shared humanity and morality ot his 
adversaries. 

In one of the opinions on the book's 
jacket. Ainslic T Embree calls Dalton's 
book “extraordinarily timely lor an 
understanding of the redefinition ol Indian 
nationalism that is taking place at the end 
of the twentieth century”. This otherwise 
valuable book, however, docs not quite 
keep up with that promise. It lads to do 
so because Dalton does not quite seriously 
engages in the tensions between Gandhi’s 
ideas and values, and currents that came 
to dominate India’s nationalist movement. 
Dalton describes the tension accurately: 
"One might worship Gandhi from afar as 
a Mahatma or - as the alternative most 
Congressmen took - accept his judgments 
as 'policy' but not as a 'creed' . [E|ach 
undermined Gandhi's thought and message 
for neithe' could give him support when 


the going became rough. At the very end, 
when it was indeed the roughest, Gandhi 
stood, tragically alone" (p 34). But Dalton 
does not tell us why Gandhi, whom the 
official India regards as the ’father of the 
nation’. stood “tragically alone" at the end. 
Historians associated with the subaltern 
studies tradition have paid attention to the 
tensions'among competing themes within 
kidia'santi-colonial nationalist movement. 
Panha Chattcrjee. for instance, argues that 
Gandhi's radical critique of modernity was 
in conflict with the more limited goals of 
national independence and the quest for 
modernisation and progress that came to 
define (he Indian nationalist movement. 

Dalton reserves some of his harshest 
comments to describe Hindu Swaraj , the 
locus classicus of Gandhi’s critique of 
modem civilisation. According to Dalton, 
Gandhi's “notorious blanket condemnation 
ot modern civilisation. ...simplistic 
categorisation ol Indian and western 
civilisations respectively as moral' and 
immoral', 'soul force' versus 'brute force’, 
presented a wholesale indictment of 
modernity, worse, a polarisation into an 
altitude of ’us - and 'them' redolent of what 
Gandhi would later decide as ‘violence of 
the spirit' (p 20). Dalton finds Gandhi's 
argument "grossly overstated, often mis¬ 
guided, and in some instances ... lapses into 
pure fantasy" (p 20) Even though he notes 
that Gandhi never retracted these views, 
since inclusivism is the ’hallmark' of 
Gandhi's 'style . Dalton remarks that 
Gandhi's critique of modem civilisation in 
Hind Swaraj was only the "high water 
mark of his cxclusivist ideology...an un¬ 
compromising view of human experience" 
that "would later prove uncharacteristic of 
the Mahatma". For Partha Chattcrjee and 
Dipesh Chakravarty. on the other hand. 
Gandhi's critique ot modern civilisation in 
Hind Swaraj animates his politics until the 
end. There is no .evidence to suggest that 
there was a break between a naive Gandhi 
and a mature Gandhi on this issue. Dal|wi 
should have enlisted this opposing argument 
in order to be more persuasive. Indeed, the 
argument explains why, when the political 
battle against the British colonial rule was 
almost won. Gandhi was alienated from the 
Congress leadership. Although the 
modernisers who came to define India’s 
anti-colomal nationalism may have been 


somewhatembarrassedby the anti-modernist 
stance of Gandhi, there is no evidence that 
Gandhi himself gave up his critique of 
modernity. 

Dalton's reading of Hind Swaraj has 
implications for his analysis of Gandhian 
leadership. Dalton analyses the salt march 
of 1930 and Gandhi's 1947 fast in 
Calcutta to protest against Hindu-Muslim 
conflagration as case studies of Gandhian 
leadership. He discusses the remarkable 
symbolism of salt and cites Gdndhi to the 
effect that "next to air and water, salt is 
perhaps the greatest necessity of life”. Yet 
Dalton views Gandhi’s decision to focus on 
salt production mainly as a masterful political 
stroke. Thus he tri vialises Gandhi's thinking 
on the subject. What “deserves to be 
underlined", writes Dalton, is “the symbolism 
of the issue", that “the image appears of an 
outrageous injustice" (pp 100-01). But why 
is it only a matter of image'* Why was salt 
'symbolic' only in the non-constitutivc. 
shallow sense? Couldn't it be argued that 
the laws governing salt production touched 
the foundation of the colonial rule in India? 
Gandhi's attempt to build Indian political 
capacity by drawing attention to the 
persistence as well as the memory of pre¬ 
capitalist indigenous modes of production 
of salt, outside the gaze ot the modem state 
and ot organised industry, was not just smart 
politics Here one meets the radical Gandhi 
who. unlike modernists of both the left and 
the right variety, did not consider pre¬ 
capitalist tormaiions to be simply a part of 
the “world we have lost", but unashamedly 
fought a relentless battle in their defence. 

Dalton misreads an essay on Gandhi by 
Shahid Amin. Amin's essay, 'Gandhi as 
Mahatma’, emphasises how peasant 
perceptions of Gandhi in Gorakhpur district 
were independent of the message that the 
Congress leadership wanted to convey to 
the peasants. Actions such as looting of 
shops by the peasants. Amin points out. 
were often at variance with Gandhian ideas 
and methods. Amin argues that there were 
multiple readings of Gandhi. Yet, Dalton 
cites Amin's essay as an evidence that 
Gandhi 's message had dug deeply into the 
popular consciousness" (p 32). precisely 
a view that Amin challenges. 

A comparison of Gandhi with Martin 
Luther King and Malcolm X adds value to 
the book. Gandhi's influence on Martin 
Luther King is well known. But Dalton 
makes an interesting connection between 
Gandhi and Malcolm X. Both struggled with 
‘personal emancipation' and they wrote 
autohiograpics that arc about self- 
examination and inner growth. By contrast. 
Man in Luther K ing's autobiographical Stride 
Toward Freedom, “relates in impersonal 
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tones the taoccM of a method but without 
any journey of the lelf? (p 1*4). 

The book concludes on the note that 
Oandhi’s life rested on the “premise of 
mclusivity, that we are ail pan of one another 
and violence retards that realisation” (p2t)0). 
In a world full of ethnic and racial conflicts, 
it isworthwhile to remember Gandhi''s ability 
to transcend difference. But it is unfortunate 
that Dalton’s emphasis on this theme had 
to be atlhe expense of obscuring Gandhi's 
critique of modernity in the colonies. After 
all. Gandhi and Franz Fanon. the other 


insider-ciMc of mainstream anti-colonial 
nationalism, had a lot to say about die false 
hopes of an emancipatory universal 
modernity coming tothe colonies. Toconfine 
Gandhi to the theme of inclustvity is to miss 
his insights on what ails modern civilisation 
especially in the capitalist periphery today. 
If the Gandhism critique of modern 
civilisation was sometimes 'pure fantasy', 
as Dalton puls it. that did not bother Gandhi. 
He relentlessly pursued his utopia, even if 
it meant that he had to stand tragically 
alone' at the end. 


Managing India’s Central Asian Policy 

Ranmtli Narayaoswamy 

China, Ruaia and Central Ada by Ram Rahul; Vikas Publishing House. New 
Delhi. 1995; pp x+128, Rs 195. 


THE blurb on (he back cover ot this 
tanulisingly slim volume describes the author 
as "the foremost scholar on Central Asia” 
who completed “his entire formal and 
research education in Dcthi" and "also studied 
in the United States" and eventually "retired 
from iawaharlal Nehru University as 
Professor of Central Asian Studies". For 
some reason, the discipline of (he teamed 
professor is not mentioned; it is therefore 
not clear whether the author is a historian, 
political scientist, economist or soctologtsi. 
The blurb on the front cover on the other 
hand describes the volume as a "study of 
the positions of China and Russia in Central 
Asia up to 1991 when Russia withdrew from 
•here". Such distinguished credentials about 
a region which has traditionally been poorly 
understood by the outside world encourage 
(he reader to pick up the book with the 
legitimate expectation ol gaining insights 
into the developments that have caused a 
complete transformation of the political and 
economic landscape of this strategic region 
m the wake of the demise ol the erstwhile 
Soviet Union in December 1991. 

Such expectations are however soon 
belied: the book comes as a nitlc shock and 
disappointment and (he end ot the exercise 
causes one to wonder why Indian publishers 
have taken it upon themselves to punish 
Indian readers with such tare or whether 
there is a more prosaic explanation fur this 
dismal state ol af fairs which perhaps lies in 
the fact that area specialis(\have simply nut 
nut of ideas. The author's introductory 
remarks may serve as re iHus!ration The 
two-page preface labours to emphasise the 
fact that politically, geographically and 
historically central Asia has always been a 
vital part of Asia. 

Tht* awesome discovery h fol l owe d by 
the information that Buddhram. Chrirttonity 


and Islam "spread Irom Central Asia to East 
Asia”. Further, "it was from Central Asia 
that science travelled to West Asia and 
Europe”. By this time, the reader would hjve 
realised that the little history he had learnt 
at school was not only woefully inadequate, 
but discreetly misleading as well. The 
Mongols (and ihc Turks though the latter 
were not quite able to repeat the performance 
of the former) lalcr united central Asia under 
one sovereignty hut while China escaped 
their conqucsi (Timur the Lame died in the 
frontier town ul Otrar while he was on his 
way to conquer China). Bahar ol Osh 
(Ferghana) was able to conquer India and 
establish an empire Subsequently however, 
due to 'strong ncighhoors' central Asia was 
unable to expand outwards. 

Today. China and Russia - the legend 
continues - "have possessed central Asia 
by dividing u equally among themselves 
by China appropriating ns eastern half 
(Tibet and Xinjiang) and Russia 
appropriating its western halt (Kazaghisian. 
Kirghizia. Uzbekistan. Tajikistan and 
Turkmenia)’ , tn 1991. Russia is supposed 
to "have lost its position in central Asia", 
while China “still holds on to it". When 
staled in such bald terms, (his is simply not 
true. It would be more correct to say that 
Russia voluntarily relinquished its bold 
over central Asia with the demise of the 
Soviet Union (I say voluntarily because in 
1992. it was fashionable in Russia to view 
the central Asian economies at being an 
undue burden on the Russian economy), 
but subsequent cvenu (including the war 
in Tajikistan, the fate of ethnic Russians 
living outside Russia, the failure of the 
west to live up to Russian expectations of 
massive infusions of aid and the desire so 
protoci heneif from ethnouanonahst threots 
from her southern b orde rs ), hpue caused 


Russia to make concerted efforts to renew 
her hegemony over central Asia. 

The appendices contain two chapten 
written in the 60s and the author’s 
justification for including them here for 
their alleged retcvancc and his desire to 
“suit the present context” is. to say the 
(east, puzzling: both the relevance and the 
context remain irritatingly elusive. The 
bibliography is hailed by the author as “the 
index ol my debt to intellectual property” 
though the reader is warned against equaling 
the readings contained in the list as a true 
relied ion ol ihc "measure ol the range of 
my readings on central Asia. China and 
Russia" which presumably. is 
immeasurably larger. 

II the reader hopes todiscoverihe purpose 
of ihe volume. Ihc questions ii seeks to 
address and their implications tor policy, 
this volume will come as a disappointment 
because none of these concents exist. The 
book is an incoherent rambling quasi* 
historical account serving no recognisable 
purpose. Its conclusions - contained on the 
last page - provide some idea of the kind 
ol intellectual demands u makes on the 
reader: As in IK3K. when the 'game' 
started, the question now seems to be who 
will have mastery over ecntral Asia? 
Although ihc epoch ol domination and 
mastery of one nation over another seems 
to have ended, its manile gallons are nof 
quite so" (p92). Ii need hardly he said that 
this banal conclusion does not require a 
volume, a newspaper article induced 
through a gullible editor would have 
sufficed 

Essentially a colony ol Tvansi Russia, 
central Asia was traditionally a source of raw 
materials lor ihc lac' *nes ot central Russia 
prior to the October Revolution. The region 
wav predominantly agricultural, tcchmcalty 
backward and industry was confined io 
primary processing of agricultural produce. 
There is some substance to Ihe erstwhile 
Soviet claim that the lace of central Asm ws 
substantially altered during Soviet role. This 
is because industrialisation came to central 
Asia only during the early pan ol the 20th 
century. 

The central Asian capitals of Tashkent. 
Frunze. Ashkabab and Dushanbe have 
become major centres ol diversified 
industries including mechanical cnginrcrwg. 
light and food industry, manufacturing 
machine tool equipment, muniment making 
red production of a variety ol consumer 
goods. The region is a remarkable 
cnmhtnauon ot iradmonal central Asian and 
Slavic culture and is today an integral pan 
ot Ihe process of renewal that u taking place 
ail over the CIS 

In the changed configuration of 
ctreuuwumcet luday. there is a Know and 
urgent need to study the evolution of dir 
newly ind epe n den t co un tries ol cw w ral Aam 
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including Kazaghistan, Uzbekistan, 
Turkmenia, Tajikistan and Kirghizia, This 
is principally though not exclusively 
because the region is of tremendous 
strategic importance to India. It is widely 
known, for example, that Pakistan has been 
negotiating for the creation of a common 
economic space in central Asia by creating 
a corridor through Iran and Turkey though 
its efforts in this direction have met with 
little success. The Chinese on the other 
hand have been making concerted efforts 
to build their ties with Kazaghistan by 
helping the latter to build roads that can 
access central Asia from China. From a 
strategic point of view. India has to gear 
itself to meet these challenges; the more 
secular countries of Kazaghistan and 
Uzbekistan will have to be actively wooed 
and this must be followed by bilateral 
programmes of technical and managerial 
co-operation. 

Secondly, the historical ties between 
India and central Asia have to be 
reconstituted along durable strategies of 
economic and business co-operation. The 
central Asian countries are enormously rich 
in a wide variety of mineral resources. 
Trade credits extended by the government 
of India to these countries have been paltry 
sums exceeding no more than a couple of 


million dollars. There it a strong case to 
increase trade credits to the region and this 
must be complemented by efforts of the 
ministry of external affairs to secure 
favourable conditions for Indian 
businessmen who wish to enter these 
markets. 

Thirdly, the problems of payments and 
transportation, the former caused by the 
primitive nature of the financial system 
and constant currency depreciation and the 
latter caused by the fact that the entire 
region is landlocked. The Indian 
government has been making efforts to 
secure sea access through Iranian ports as 
a short-term solution to the problem but 
clearly the long-term solution lies in 
building a railway network from Mashad 
in Iran to Serakhs in Turkmenia. 

The ministry of external affairs should 
- if it has already not begun the process 
and there are indications that it has - begin 
to treat the region on a priority basis, seek 
to understand the factors that promote and 
militate change in the region, explore ways 
and means of overcoming problems 
stemming from poor infrastructure and 
communication and initiate research studies 
by specialists who must be called upon to 
suggest viable alternate policies that could 
strengthen trade ties bet ween the two regions. 


'( 

When one cornea across • volume on 
central Asia published in 1993 (the reviewer 
actually received'the book in December 
1994), one would imagine that the work 
would focus attention on some of these 
issues, the resolution of which is clearly 
vital to the process of readjustment that is 
taking place both in Indian foreign policy 
as well as in the newly independent states 
of central Asia. The reader is also entitled 
to expect a discussion of the consequences 
of the collapse of the Soviet Union in 
central Asia, the unique nature of the central 
Asian economy and polity when compared 
to other regions in the CIS. the problems 
surrounding the transition to markets in a 
region marked by strong collectivist 
historical traditions, the danger of 
marginalisation that these countries 
underwent through 1992-93, the civil war 
in Tajikistan that caused Russia to renew 
its interest in central Asia to protect herself 
from fundamentalist threats across her 
borders and the efforts of the central Asian 
countries to balance their national interests 
on the one hand against re vi vali st tendencies 
emerging in Russia (which have grown 
particularly strong in 199a) on the other 

Unfortunately, the volume under review 
fails to discuss any of the current issues 
that confront the region. 
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Beyond ‘Surpluses’ 

Food Security in Changing Context 

VMRm 

The present comfortable foodgrain situation should induce some hard thinking on the prevailing food security system 
rather than an attitude of complacency. 

The recent trends in agricultural production and the ongoing policy reforms for liberalisation of the economy and 
reduction in government deficits are the kind ofchanges which offer considerable scopefor improvements in the food security 
system. It would be easier to implement such improvements when the food situation is comfortable 

Further, success in reaching food to the poor depends not merely on improvements in the food security system but even 
more critically on the thrust of the broader development policies affecting agriculture and the rural poor. Here again, 
years of good foodgrain availability tend to be Javourahle for implementation of development policies and for focusing 
their benefits on the rural poor. 

Thus the present phase in our economy and agriculture is indeed an appropriate time to give serious thought to the 
past performance, present status and the priorities for the future directions of change in the food security system. 


THE problems of food security hardly attract 
much attention when, as it is true at the 
moment, the policy-muker's main concern 
is to cope with large and mounting stocks 
of foodgrains which are now literally spilling 
over on to roads and other open spaces. The 
stocks on hand are reported to be around 30 
million tonnes and it is expected that the 
kharif procurement would bring in another 
10 to 12 million tonnes. Meanwhile, with 
the narrowing of the gap between the issue 
price and the market price, the PDS offtake 
as a proportion of allotments has been going 
down and is currently reponed to he less 
than 40 per cent. For the last more than a 
year, the Food Corporation of India has been 
resorting to open market sales to bring down 
its holding. 

We should know trom past experience 
that the pendulum could easily swing to the 
other extreme if there are a couple of bad 
seasons with markets turning panicky and 
trade going on a speculative spree. Barely 
two yean back, around the middle of 1992. 
the country had to run in desperation from 
pillar to post to import a modest quantum 
of wheat in a season with bumper wheat 
production owing to, reportedly. withholding 
of produce by the farmers in expectation of 
higher prices in the later part of the season. 
There are. however, two even weightier 
reasons why the present comfortable 
foodgrain situation should induce some hard 
thinking on the prevailing lood security 
system rather Shan an attitude of 
complacency. First, the food security system, 
like any other system, has to continually 
adjust to changes in the economy to remain 
effective and useful. The recent trends in 
agricultural production and the ongoing 
policy reforms for liberalisation of the 
economy and reduction in government 
deficits are the kind of changes which offer 


considerable scope for improvements in the 
food security system. It would be easy to 
implement such improvements when the 
food situation is comfortable. Second, the 
success in reaching food to the poor depends 
not merely on improvements in the food 
security sysicm but even more critically on 
the thrust of the broader development policies 
affecting agriculture and the rural poor. Here, 
again, it has been the Indian experience that 
years of good foodgrain availability tend to 
be favourable for implementation of 
development policies and for focusing their 
benefits on the rural poor. If our luck with 
monsoon holds for some more years, the 
situation is likely to he very congenial for 
major systemic changes in food security 
which until very recently were considered 
impracucal. and even nsky. to implement. 
Thus, the present phase in our economy and 
agriculture would indeed be an appropriate 
time to give some serious thought to the past 
performance, present status and the priorities 
for (be future directions of change in the 
food security system. Our endeavour in this 
paper is to present a rapid and stylised review 
along with a brief discussion of the reforms 
needed in the system. 

Food Saniarn: A REraosrecT 

The mid-60s provide a convenient marker 
to distinguish the earlier phase of policies 
and measures designed primarily to cope 
with localised situations of scarcity from the 
latter phase characterised by a distinct long¬ 
term strategy for evolving policies and 
structures for (he regulations, management 
and development of the country’s food 
economy. K is not suggested that the policies 
of the latter phase suddenly emer ge d in the 
mu) -60s. but an economic historian is likely 
to discover that the traumatic food crisis of 
that period along with fears about the political 


repercussions ol large and persistent 
dependence on imports did bring about a 
radical change m the perception at the highest 
level of policy-making about the importance 
of having a countrywide system of food 
security based on domestic capabilities to 
increase production li is necessary to 
remember that in the situation which 
prevailed during the mkl-i<0s there was ample 
justification to emphasise the two principal 
objectives, viz, food self-sufficiency and 
coverage of the entire population in the 
public distribution system whose 
appropriateness is now- being questioned as 
being out of tune with the changing economic 
scene and policy regime 
A detailed account oi changes in the fond 
security system in the post-independence 
penod would need wading through a tiresome 
lot of contentious statistics. Our intention 
here is only to bring out the direction and 
the characteristic features of these changes 
with a view to indicating how the system 
evolved from a modest beginning to becom e 
a countrywide network for acquiring, holding 
and distributing foodgrains. ft>r this purpose, 
we use a typology which focuses on the 
essentials of the system without going into 
quantitative details. Famines and droughts 
causing acute scarcity conditions and tiK 
measures taken by the gov er nment to bdp 
the victims codld be regarded as the typical 
way in which the food security system 
begins to take shape in a poor country. The 
measures remain in (he nature of rirr-fighting 
operation concerned only with putting out 
the names and providing a modest measure 
of temporary relief to the affected population: 
such an operation, by Hsdf. would not look 
into the causes behind the names or dm 
lasting solution to the recurring distress Tim 
Indian history contains numerous accounts 
of this embryonic form ol food security 
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system and alto its benefits and limitations 
[Bhatis 1967]. 

Proton ged periods of economic stress and 
ditntption like wars give rise to a form of 
food security system which isstill concerned 
primarily with management of scarce food 
supplies but winch finds it accessary to use 
a more organised and institutionalised 
approach including drastic measures to 
suspend the normal activities of markets and 
trade. This form existed in India for tong 
yean in the shape of statutory rationing in 
selected urban areas and continues to be 
present even today in a lew urban centres. 

A developing economy needs a food 
security system looking much beyond 
management of scarce supplies and critics) 
situations. India took a quantum leap in this 
direction in the mid-60s [Tyagi 1990], The 
setting up of Food Corporation of India and 
Agricultural Prices Commission (now 
Commission for Agricultural Costs and 
Prices) in 1965 marked the beginning of this 
phase. The key components of this system 
were institutionalised arrangements and 
proced ur es for procurement, stocking and 
distribution of foodgrains. What is more 
important lo note is that the food security 
system evolved as an integral part of a 
development strategy which brought about 
a striking technological change in selected 
food craps, provided effective price and 
market support to farmers and deployed a 
wide range of measures to generate 
employment and income for the rural poor 
with a view to improving their level of well¬ 
being including better physical and economic 
access to foodgrains. 

It is useful to distinguish two sub-periods 
in the post-1965 phase fBhalla I994a|. Up 
to about the late 70s the emphasis remained 
on the management tasks: procurement with 
an element of compulsion, augmenting 
domestic supplies through imports, zoning 
and restrictions on movement and trade, etc. 
H owev er , there was a marked change in the 
food situation in the later years, particularly 
during the 80s and the early 90s. The net 
availability of foodgrains which had 
i n cr ea s ed from 74 million tonnes in 1968 
to 99 million tonnes in 1977 witnessed u 
rapid rise in later years reaching 158 million 
tomes in 1991 (Government of India 1994]. 
la 1968. 10 million tonnes of foodgrains 
were distributed by the foodsecurity system. 
Net imports were 5.7 million tonnes as against 
6 J million tonnes of domestically procured 
grains. The position in 1991 was strikingly 
different. The PDS distributed 20.6 million 
torrhes ia that year and procurement was 
19.6 million tomes. More idling, instead 
of impon. there was a net export of 6 lakh 
tonnes of foodgrains in 1991. The r estrictions 
on farmers and trade have by then been 
* drastically r e d uced , as ports of fo od grai ns 
^ toara act only permitted hut also rnrnuragad 
£%dd PCS received enough and more of 


foodgrains from purchases by the public 
agencies at minimum support prices which 
leave the farmer free to choose the place, 
time and agency for selling his produce. On 
the whole, considering the recent trends, it 
would be reasonable to say that the food 
security system has brought about a visible 
change in the economy and its-perspective 
on food. From a situation where the policies 
remained preoccupied with management of 
scarce supplies, the economy has now seems 
to have reached u stage where the foodgrain 
sector could provide a powerful stimulus to 
overall growth and development. 

This would, however, need majorchanges 
in the policies relating to the foodgrains 
sector. The reforms now being implemented 
to liberalise the economy including 
agriculture and the prospects of a techno¬ 
logical change in agriculture far more hroad- 
hased than the green revolution of the 70s 
arc likely to mark a new phase of agricultural 
development in India [Rao 1994). 
Simultaneously, there are also signs of 
stowing dovtn in the growth in wheat and 
ncc. More important, the growth in these 
crops may he on the verge of encountering 
serious sustainability harriers | Malik 1993). 
Such periods of change over in the phase 
of development arc often characterised by 
persistent stresses and disruptions indicating 
that the components in the system are out 
of line with each other and with what they 
ought to he in (he new phase. Let us take 
a quick look at the distress signals being sent 
out by the food security system. 

Some Biases and Weaknesses 

The initial thrust and foundation for the 
later evolution of the food security system 
were provided by the green revolution in 
wheat and rice. The disconcerting feature of 
the system is that, even alter nearly three 
decades, it still remuins almost exclusively 
dependent on these two crops. Thu has been 
the source of many weaknesses and 
distortions. The price support policy for rice 
and wheat which nurtured the green 
revolution and promoted its spread is now 
in need of major revision. The policy has 
had the cfTcct of prompting the farmer to 
bring his produce to (he public agency 
almostimmediatelyafter harvest. As a result, 
procurement becomes a gigantic operation 
to be rushed through within a few weeks 
leaving little lime for essential procedures 
like grading and checking the produce for 
its quality and coodilion. More important, 
given the anxiety of the government atmut 
adequate supply of rice and wheat and the 
increasing reliance of procurement on 
purchases at mini mum support prices, it is 
inevitable that pressures cumulate for 
pro gr essi ve I n er t a a e in minimum support 
prices and, as a canseqnMca. price policy, 
instead of limiting ttxeff to preventing cnah 
in market prices, may begin to operate as 
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a factor causing rise in them (Rao 1993], At 
the same time, the Commission for Agri¬ 
cultural Costs and Price* has been (repeatedly 
pointing out in its reports instances of price 
support mechanism remaining inactive in 
backward areas which do not contribute 
much to procurement [Government of India]. 

Another major point of criticism with the 
food security system is its highly centralised 
and bureaucratised mode of operation. The 
very name of Food Corporation of India 
has become a red rag to some critics. A little 
reflection would show that only a FCi-like 
organisation would he able to operate a food 
security system based exclusively on rice 
and wheat. The surpluses of these crops and. 
hence, their procurement are concentrated 
in a few states and. given the minimum 
support prices which remain fixed for a crop 
year, the farmers take the first opportunity 
to deliver their produce when harvesting 
starts exeept when a substantial nse in the 
price of grain is expected in the latter part 
of the season. The quantities of grains thus 
mobilised have to he allocated to areas ail 
over the country maintaining a steady flow 
ol monthly instalments of grains supplied 
at a subsidised price. Obviously, this has 
lo be a command operation as the normal 
trade channels working for profit may mu 
find the task sufficiently attractive to 
undertake |Dantwala 1993]. Researchers 
have shown that, performancewise, FCI 
compares poorly with private trade (Tvagi 
1990). Such comparisons are a little unfair 
to FCI as it is doubtful whether the 
Corporation has sufficient measure of 
autonomy to function like a business 
organisation. In our view, the persistent 
weaknesses observed in FCI opera!ions are 
a clear symptom ot over centralisation. While 
efforts to lone up the personnel and working 
of the Corporation need to be undertaken, 
the more fundamental task is to reorganise 
the food security system itself on a 
decentralised basis. In the event of such a 
reorganisation. FCI. with its specialised ex¬ 
perience and expertise, would be imposition 
to play a major supporting role to help the 
decentralised food security system to become 
operational. Hence, as we see it. the problem 
is one of making effective use of the 
capabilities of FCI in the changing context. 

A third area whcrqthe food security system 
is receiving very low marks, particularly 
from the academics, is the benefits it provides 
to the poor. There is a consensus among the 
observers that the food security system has 
been able to eliminate famines and. also, 
bring a substantial measure of relief to the 
poor during years of acute scarcity. Parti¬ 
cularly heartening ho* been the performance 
of (he system during the recent major 
droughts | Acharya 1989: Ahluwslia 1991) 
The latest available NSS data (1986-87) also 
shew that the indicators of extent of benefits 
received by (he poor from PDS are by no 
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ioalgriificant. According toareceotanaJysii, 
out of 141 mil I ion poor persons, who reported 
purchase of rice, 58 million (i e, a little over 
40 per cent) are estimated to have obtained 
the whole or part of their purchases from 
the PDS. The corresponding extimute* tor 
wheat are 75 million and 22.7 million 
| Jharwal 1993]. 

However, assessed against the norm of 
meeting the full or, at least, the major pan 
of requirements of poor, the achievements 
of PDS could hardly be regarded as 
satisfactory. Jharwal’s analysis shows that 
PDS accounted for only 17.5 per cent of rice 
consumption and 11.8 per cent ol wheat 
consumption of the poor. Tyagi finds that 
the coverage of poor by PDS lends to he very 
low precisely in stales like Orissa and Madhya 
Pradesh which arc backward and. in terms 
of per capita income, arc much below the 
national average (Tyagi 1990]. The tood 
security system could also be faulted for 
pursuing a price policy which goes against 
the interests of the poor, it has been pointed 
out by Dantwala and many others that 
procurement has the efieci ol raising the 
market price ot ncc/wheat above the level 
which would have prevailed in the absence 
of procurement |Radhakrishna I994|. 
Obviously, (his would impose a heavy and 
regressive burden on the poor who. though 
intended to be the mam beneficiaries of ihc 
food security system, have to depend on the 
market for a major part ol their toodgrain 
requirements. Incidentally. Radhakrishiu 
makes the telling point lhai during the 
recenl inflationary phase which witnessed 
a much taster rise in loodgram prices, 
particularly coarse cereals, the allocations ol 
loodgrams for the anti-poverty programmes 
had actually declined' 

Lest an impression is created that all that 
the poor need is increased allocation of 
loodgrains, it needs to be mentioned that the 
situation is much more difficult and 
complicated. A poor person who is hungry 
could be reached by ’loud-tor-work' type 
ol programmes which provide loodgrams 
along with the necessary purchasing power. 
However, economists find that this safety 
net may not protect Ihc poor who arc not 
hungry hul suffer front serious malnutrition 
Once ihcrc is enough lo satisfy hunger, the 
poor seem to give diminishing priority to 
loodgrams. It has been noticed that the 
proportion of total expenditure spent on 
loodgrams begins to decrease while (he 
household is still below the poverty line 
[Rao 1984], Interestingly, a recent mulii- 
country study based on village and household 
level investigations comes to the conclusion 
that "increased income and food availability 
contribute to a quick solution of the hunger 
problem but not ot the chronic problem of 
children’s malnutrition, which results from 
a complex interaction of disease and lack 
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extern of prevailing poveny and hi corratates 
of hunger and malnutrition, it is warel to 
refer to i he present large stocks of foudgrains 
as "surpluses’’ not indicative of geneifie 
adequacy of loodgrams. The implication is 
that the economy is slit! far from the point 
of overcoming ihc food problem (Bballa 
1994b | 

A balanced view needs u> be taken of Ihc 
two contrasting pictures presented by the 
tood security system - substantial 
achievements in building up a development- 
oriented system as compared to the past 
policies and programmes: at the same time, 
failure to adopt policies capahlc of leading 
the economy from scarcity to genuine 
adequacy ol loodgrams tor the poorer strata. 
To make sense of this apparent paradox, it 
is necessary lo consider the circumstances 
shaping the response ol the policy-maker to 
the food crisis. The grave situation during 
ihc 60s caused by the food crisis needed a 
mixed strategy consisting of short-term 
measures tor relict and quick increases in 
production and equally important, long-term 
structural adjustment lor more growth and 
equity to remove the roots of the crisis. The 
stum-term tasks tormed the relatively easier 
part ol the challenge as during times of crisis 
icchnocratic-cum-bureaucratic approaches 
often hnng dramatic results and find wide, 
even enthusiastic, acceptance among people. 
On ihc other hand, ihc long-term adjust mem* 
arc difficult lo implement, particularly in 
slow-growing democracies. The elites at the 
helm in ihc poor cimnincs. who have to bear 
ihc burden ol long-term adjustments, do 
then best to exude ihc pain ol adjustment 
by thinking up an anwmg array of stratagems 
and slogans. In Ihc case ol India, ihc measures 
lor relict and quick increase m production 
were so succcsslul that Ihc policy-maker 
could canity convince himsclt that the long¬ 
term adjustments are hesi talked about hut 
left to the long run' As a result, while the 
economy has moved from scarcity fo 
’surpluses ’. ihc vulnerability of Ihc economy 
on ihc lood Iron) persists and Ihc proneness 
to panic lying just beneath the claims annul 
food sdl-suflkieiK y continues to pop up its 
head whenever ilicre is even a hint ot an 
approaching scarcity 

Looking ahead, (here arc signs ol 
continuing build up ol pressure on the policy- 
maker to strengthen and streamline the lood 
security system. The reforms for liberalt- 
sation now gathering momentum have 
already brought in their wake removal of 
restnenom on movement and trade and 
freeing of fundgrain markets. It is rhflkutl 
lo sec ihc continuation of the present poce 
policy for much loafer without major 
changes. Also, a suggestive sign ot changing 
times is the acknowiedgemeni at the highest 
level of the need tu reduce food subsidies, 
to improve the efficiency of foudgma 
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defined target group* ifhagwati 1994]. Thus, 
there are fairly dear mdseaffeot of the 
direction in which the policy-maker would 
he under growing pressure to move. 

It is also possible to sec some factors on 
the positive side which would be favourable 
for implementing the changes needed m the 
food security system. Public investments in 
backward slates lo improve agriculture and 
rural infrastructure would now he g ettin g 
much larger plan allocations. Equally likely 
is greater attention to new technologies for 
tainted agriculture owing to the awareness 
that these have been neglected in the pun. , 
As a recent study has observed: "Ccmral 
Government's concern for speedy achieve¬ 
ment of self-sufficiency in foodgram 
manifested itself in biased allocation of 
scientists, research facilities and financial 
support for ... irrigated grain crops. 
Prolonging of this approach and eMpmand 
emphasis on imgaicd areas and arrigmod 
crops have created some wsinas (Rmenians 
and disparities in different areas of Mre 
country. It is reasonable m believe that if 
at the margin more funds were aDticretd for 
research oo mwmgatcd crops. H would hear 
perhaps resulted in higher marginal ht unfit 
land) helped minimise the h andi ca p of dm 
runted areas’’I Johi 1994], Along wfeht^gur 
public investment and improved reaaaroh 
and infrastructure for ramfed crops and areat. 
the central government is akoeoaaemplaliug 
making Jawahar Beggar Yoyaaa (JKY) a 
panchayat-haied programme wdbcasmdem- 
bic expansion in its scale |Go*enMMHt of 
India 1991). Substantial agricultural greuah 
in ramfed areas and ncmK* the tacoanes 
of the pour in these areas owing lo higher 
growth and expanded JRY would be very 
congenial |s pa ltf l ev to bring about 
progressive decentralisation and largeuagm 
the Inal security system Gn cn das combi¬ 
nation of favourable circumstances, there 
is a good chance that the si tu a li en of 
‘surpluses" in f osidgra w u oresetaag over 
some years might trigger major changes hi 
ihc lood security system li may he recalled 
here that luge foodgram stocks and 
accumulating foreign exchange reserves are 
often mem toned white making ore die case 
for hold economic reforms ranging from 
rcdueiMO m fertiliser subsidy socenvorobihty 
of rupee* 

Revamrmg Fooo Sartianv: 

Omanr&muw 

la view of the seriona eoonrea y w h h; 
repercussions of a breakdown in fond 
security, revampmg food security system 
would need a ctaripforeed exercise proofing 
for the necessary safeguards. Wtanafcmdric 
vrithm the li m n * of a broad review » as 
indicate how the system would look ^ce 
afterWfBtsBdpn rtcd tBehberehaed reu nre wj i 
having good growth and broad b e ar d 
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agricultural development. It is superfluous 
to say that this would give us an optimistic 
scenario in which the trends would pro¬ 
gressively lighten the burden which the food 
security system bears. As we are already 
familiar with the variants of the system 
necessitated by recurring food crises, it would 
seem more to the point to look for a model 
appropriate to an eraof adequate availability 
of food through broad-based growth in 
production. 

In such a model, panchayais and other 
local-level participatory organisations 
entrusted with the task of implementing 
diverse development schemes for their areas 
by mobilising people would be the natural 
choice as an apparatus selected for reaching 
food to the poor. This apparatus would 
identify the poor, monitor their conditions 
and implement programmes to meet their 
employment and food needs. It would be far 
more economical and effective than the 
present centralised approach in focusing food 
security assistance on groups which deserve 
such assistance. It would obviate the need 
for universal PDS, help in gathering dis¬ 
persed small surpluses missed by the present 
procurement network and broad-base the 
food security system by adding local staples 
to the national staples of rice and wheat. It 
must be mentioned that this grass roots level 
tier of the food security system would not 
emerge overnight but, hopefully, it would 
gradually gather strength and cover more 
areas along with the spread of panchayati 
raj and decentralised planning. 

The next tier in the food security system 
would be located at the state level forming 
a part of the state’s development planning 
and policies. The prominent functions to he 
covered at the state level would include 
those connected with agricultural growth 
Ukeinvest menu.adaptive research, extension 
and infrastructural reforms and improve¬ 
ments. The planning and finaneng of special 
programmes for backward areas and larger 
groups including provision of subsidised 
food would also be located at this level. In 
addition, this tier would implement the price 
policy formulated at the national level and 
hold operational stocks of foodgrains in 
dispersed locations to ensure intra-year 
Stability of prices and to reach foodgrains 
to areas in which the normal trade channels 
are weak and sluggish. The long-term 
objective would be to strengthen and extend 
these channels so that the areas needing 
regular intervention and help by public 
agencies could be progressively reduced. 

Before proceeding further, a word may be 
added about the scope for decentralising the 
food security system implied in the scenario 
sketched so far. Price support operations, 
moderation of intra-year fluctuations in 
prices, reaching food to areas remaining out 
of mainstream market economy and 
strengthening the economic access to food 


of genuinely needy group* by select! ve and 
tight targeting could all be located at the 
state and lower tiers. Since the tiers in the 
food security system would be supporting 
and complementing each other, decentrali¬ 
sation would mean that the centre would be 
able to concentrate its attention of functions 
which need a national level perspective and 
authority for their effective performance. 
Formulation of price policy, maintenance of 
buffer stocks to even out inter-year 
fluctuations and efTectiveuse of opportunities 
for growth and diversification offered by the 
recent GATT agreement are areas where the 
centre would have to play the major role. 
It would also be the responsibility of the 
centre to evolve the strategic framework for 
agricultural development capable of guiding, 
supporting and co-ordinating the state level 
policies and programmes. It has been a 
frequent point of criticism with the present 
food security system that it has led to neglect 
by the centre of its long-term functions 
because of its preoccupation with routine 
task which could he left to the lower tiers. 
Revamping food security to adjust to the 
changing context would make it possible for 
the centre indirect its attention again to areas 
which ought to be of its prime concern. 

While a few broad strokes are enough to 
bring out the scenario, the far more difficult 
task is to spell out the policies which would 
he of help in making the transition from the 


prea ent to the mw system. The aucceaaef 
the new system would depend on the local- 
level tier which, obviously, would need 
considerable time and experimentation to 
develop. What could be implemented 
relatively quickly is the transfer of functions 
to the state-level to reduce the excessive 
centralisation of the system and to limit the 
interventions of the centre so as to provide 
enough room for normal market processes 
to guide production and trade in food. 
However, interventions would have to be 
there to ensure that markets serve and not 
command and that they help change rather 
than hinder it through excessive volatility. 

A careful review would have to be made 
of the present price policy. While ensuring 
a reasonable minimum price to the producer 
would be a legitimate intervention, raising 
the administered price to “remunerative" 
levels could be a costly exercise which would 
benefit in the end neither the producer nor 
the consumer but only the trader [Rao 1993]. 
It also needs to be pointed out that even after 
nearly three decades of price policy effective 
support has been given so far only to rice 
and wheat and that too in the states which 
are the main sources of procurement |Tyagi 
1990). The price policy would have to be 
reoriented to serve the objective of broad- 
based growth, diversification and increased 
expoft-orientation of agriculture. While the 
farm lobhtes arc often blamed for the present 
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««*» of prtee poHcy.il U our bnfft«Wirtu« 
there «re by now endufhatortaeoioM among 
the farmers who would favour ■ leu populist 
and mote rational approach to administered 
price*. However, politicians competing for 
votes by bidding up minimum support prices 
could be a formidable hurdle in the way of 
having a price policy appropriate to the 
emerging situation. 

Another aspect in need of a critical review 
ts (he role of the public agencies set up for 
supporting and stabilising agricultural prices. 
In the new setting, they would need 
considerable skill and business acumen as 
they would have to compete with other market 
operators on equal terms. Many of them are 
chronic loss-makers despite special privileges 
and advantages conferred on them. Ii would 
be best to begin by granting them a measure 
of autonomy along with the responsibility 
to function as a business organisation, it 
needs to be mentioned (hat these agencies 
have had many occasions in the past to 
undertake commercial operations (Acharya 
1994], It would be reasonable to hope that, 
freed of interference, they would be able to 
discipline the markets much better than now. 

With the latest round of agreement among 
(he GATT nations to progressively reduce 
the barriers to international trade, the food 
security system could benefit from increased 
access to international markets through 
imports of competitive prices and promotion 
of exports in which (he country has a 
comparative advantage. However, liberali¬ 
sation of international trade would have to 
he done in measured steps along with 
continuing monitoring of world commodity 
markets which are subject to numerous 
distortions and a careful assessment of the 
benefits to the country from the policy of 
removing trade restrictions (Nayyar 1994). 
This is particularly true of the immediate 
yean ahead though in the long run orderly 
expansion of international trade would make 
it possible for the country to use trade 
opportunities to reduce costs and increase 
effectiveness of the food security system 

Conclusion 

In the evolution of food security system 
in India, the transition from scarcity to 
surpluses’ marks the end of an important 
phase signifying the crossing by the country 
of the Malthusian hurdle of widening gap 
between the food supplies and the needs of 
a growing population. The strategy and 
policies which helped the country in 
overcoming this hurdle would need 
substantive changes for the next phase of 
moving forward from 'surpluses' to genuine 
adequacy of food. The main lesson to learn 
is that the situation is now comfortable 
enough to allow markets to take over the 
functions which the government performs 
at greater cost and with much less 
effectiveness. At the same time, the states 


would have to play a more active role by 
refteving the centre of the responsibility for 
the day-to-day routine chores. Further, m 
environment would have to be created in 
which the local-level participatory organi¬ 
sations would grow, spread and acquire 
capacity for delivering a wide range ol 
development services to the rural people 
including implementation ol' schemes for 
food security tor selected groups. Far from 
becoming redundant, the public agencies 
would remain an important component in 
the system though their interventions would 
have to be sophisticated enough to keep the 
market operators on their toes without 
hindering the legitimate functions of this 
group. 

Looking back on Ihe period since the mid- 
60s. it would be reasonable to hope (hat the 
transition of the food security system beyond 
surpluses' could be relatively fast and 
smooth provided the momentum gained in 
the course of achieving ‘surpluses' is 
effectively harnessed for revamping the 
system in the years to come. While it would 
be unwise to be complacent about the future, 
disregarding (he achievements so far would 
hardly be the right perspective for 
formulating the next phase in strategy and 
policies. The experiences gained so far in 
achieving breakthrough in agricultural 
production - successes as well as failures 

- would be a relevant input in assessing (he 
future potentialities and opportunities. 
Equally relevant would be the feetfoack from 
the field that, while improved economic 
access to food is essential for helping the 
poor, steady increase in their nutritional 
status would occur only when a substantial 
rise lakes place in (heir level of living 
comprising many major dimensions besides 
access to food. The broader implication for 
future is that an eflecu ve food security system 
would need not only increase in food 
production and its equitable distribution but 
also achievement of these improvements 
through a development process in which ail 
areas, groups and sectors participate. In a 
word, moving from ’surpluses' to ad e quacy 
of food would need a whole new style of 
development rather than only so many more 
tons of foodgrains. 

|This paper is based on the author s L S 
Venkaiaiamanan Memorial Lrclure given at 
Institute for Social and Economic Change. 
Bangalore, in December 1994 Thanks are due 
lo the Institute and P V Shenoi. Director. LS6C. 
for the opportunity given to me to present the 
paper and lo the paitnopanU for a useful discussion 
on the issues raised in die paper | 
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Colonial Ethnography of the Kandha '' f 

‘White Man’s Burden’ or Political Expediency? 

JagUMth Pathy 

The Kandha of Orissa have been enshrined in the ethnographic literature as practitioners of human sacrifice and 
female infanticide in the past . and the British are credited with suppressing these 'cruel customs’. A re-examination 
of the colonial sources exposes the fact that ethnographic reports were designed to justify the brutal repression of 
the indigenous people 's fierce resistance struggle against colonial invasion and oppression. 


THE Kandha 1 have been enshrined in ihe 
ethnographic literature as cruel practitioners 
of human sacrifice and female infanticide. 
Concurrently British rule is credited with the 
effective annihilation of such heinous 
customs wilhinarclaiively short time. Almost 
all the evidence till date on these abominable 
practice* of the Kandha comes from colonial 
army despatches, police records and 
administrative repons of the period when 
the Kandha were putting up fierce resistance 
against the advancing colonists. 

The British conquest of Orissa commenced 
m 1803 and by 1830 vinually all the Hindu 
kings had come under British rule. But several 
‘muthaheads’ 1 of the Kandhumnls.' far from 
recognising British suzerainty, relentlessly 
continued to resist the alien invasion. In 
1835. the Hindu king of Chumsar refused 
to pay any tribute (’pcskash') to the British, 
and the peasants revolted against the foreign 
encroachment. The rebellion was crushed 
with military might and the king fled to the 
Kandha trials with his family and treasury. 
The Kandha gave him shelter while the 
British army ravaged dozens of Kandha 
villages, looted their stocks of grain, and 
publicly hanged several Kandha leaders. In 
turn, the first batch ot British soldiers was 
killed (Boal 1963: I-7]. The ailing king died 
soon in one of the villages, hut the entire 
Kandha region was in a state of 
unprecedented insurrection. 

In August 1836. Russell, a member of the 
Board of Revenue responsible for com rolling 
the disturbances, sent a brief note to the 
Madras government, saying that in the 
Kandhamals the people were notorious for 
frequent rites of human sacrifice and female 
infanticide. He suggested that in order to 
rule over the Kandha territory, it was 
necessary to revive the fairs formerly held 
in different localities, as well as to establish 
a network of new market centres where the 
British administrators could conveniently 
approach the Kandha (Selections 18541 The 
officer was perhaps bound to explain the 
local British failure to annex the Kandha 
territory. Anyway this constituted the first 
ever written note on these pernicious practices 
of the Kandha. 4 

Consequently Colonel John Campbell 
was appointed as the assistant collector of 


Ganjam district ip stamp out these oppro¬ 
brious practices by annexing the Kandha 
territory at any cost. In 1841. Lieutenant 
S C Macpberson succeeded Campbell. Both 
of them wrote and published books on 
Kandha ignominious rites, and a few other 
soldiers and administrators prepared local 
reports on the subject. These happen to be 
the only sources on the Kandha people and 
culture, especially on their flagitious customs. 
Subsequent scholars, including of the pom- 
colonial period, have mostly reproduced, 
over and over again, the earlier information 
of the colonial soldiers ad nauseam, without 
any significant or critical evaluation. 

It needs to he noted that neither Campbell 
nor Macpberson had any knowledge of the 
Kui. the Kandha language. Even their 
knowledge of Oriya was insignificant. Both 
depended upon Oriya traders, chiefs and 
local officers for information regarding 
Kandha society and culturg. Their 
acquaintance with the Kandha was “conf ined 
to military ex pcdilions in the winter seasons” 
[Bailey 1957: l77J.GeneralCampbeli’sbook 
was "bombastic, unreliable and fiercely 
determined to blacken the character and 
achievements of Macpberson who was dead 
when Campbell wrote his book” [Bailey 
1957: 177]. And Macphersun's letters and 
official reports were published by his brother 
as an apologia' (1957:177). Indeed (here 
was a prolonged and bitter jealousy between 
these two administrators. "For various 
reasons Campbell and Macpberson alternated 
several limes with one another. When 
Campbell had charge, he reversed the 
arrangements made by Macpberson and on 
one occasion succeeded in getting 
Macpberson and his entire staff put under 
arrest. When Macpberson had charge, he 
removed and then imprisoned Sam Bisoye. 
in whom Campbell had frequently expressed 
hisconfidcnce”|Bailey I960:176-77], Small 
wonder that little can be systematically or 
coherently compiled about Kandha(hitiory 
and culture from ihci r writings. Yet astonish¬ 
ingly. their books and reports have .been 
approvingly cited umpteen limes by sub¬ 
sequent ethnographers and a nthropologist*. 

Principally standing upon there official 
reports and books, a number of s ubs equent 
British administrators have written a few 
4 


pages each on Kandha human sacrifice and 
female infanticide [Dalton 1872: Hunter 
1872; Frazer 1890: Risley 1891; Maddox 
1901: O’Malley 1908; Thurston 1909: 
Russell red Hirala) 1916; Roy 1922 and 
many o(hers|. Fnuer on that basts even 
asserted trial the "best known case of 
human sacrifices systematically offered to 
ensure good crops is supplied by the 
Kandhas” (1890:1-384). Suffice it to stale 
that hardly any one of them had any direct 
contact with the Kandha. For instance Dalton 
acknowledged that his: 

...personal acquaintance with the Kandhas 
is very limited. I have seen a few m attendance 
on tributary chiefs, and have fallen in with 
some families of the tribe ia the Bonn 
dependency: hut they had been loo long 
dwelling in a servile position amongst aliens 
to have retained any distinctive or typical 
characteristics of their race, and could 
converse only in Oriya (1872: 285). 

Any expectation that ethnographers such 
as Risley and O'Malley could have verified 
and elaborated on the accounts of the British 
soldiers is completely bdied. In 1885. the 
British government had asked Risley to make 
a comprehensive field survey of the tribes 
and castes of Bengal for better administration 
and also as a contribution to comparative 
ethnological research, though he claimed 
that his work was "the first attempt to apply 
to Indian ethnographjeqhc methods gl 
systematic research sanctioned by the 
authority of European antHtopologists' 
(1891, I: Preface), he relied upon the 
information provided by Jamcsh Taylor, the 
Tahasildar of Kandhamals. and Rev Father 
SctialT. They in turn asked their subordinates 
to administrate on exhaustive interview 
schedule with as many as 391 questions 
There was however not a single question of 
female infanticide, and three out of Ihe four 
questions on human sacrifice were of trivial 
nature. And yet depending largely upon the 
a cc ounts of the British soldiers. Risley wrote 
extensively on frequent inter-clan war* to 
capture wives, female infanticide and human 
sacrifice. Fortunately he did admit that he 
had serious "difficulty ia ascertaining the 
precise form of exogamy practised by them 
and inde ed m getting my in for ma ti o n m ad 
on the subject” [Risley 1891:1099.autphasis 
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added]. If on such an unoffending subject 
the information could not be collected, how 
;ould he trust the soldiers to collect 
nformation on the atrocious practices ol the 
'andha half a century earlier? 

It is true that Risley had some minor 
cservations about the earlier colonial 
accounts, but not with regard to the 
substantive issue of human sacrifice. He 
wrote: 

Much has been written about the religion 
of Kandhas. but the subject can hardly he 
regarded as having yet been fully cleared 
up. Major Macphcrson's uccouni ot the 
matter ascribes to the Kandhus religious 
conceptions of a very advanced character, 
quite out of keeping with their primitive 
social organisation, and one is inclined lo 
suspect that the persons from whom he 
derived his information must have described 
10 him rather their ideal view ot what the 
religion of the tribe ought to be than what 
it actually wus (1891:1-403). 

The 'mcnah’' (the person sacriliccdi "as 

i victim rather than a god may perhaps have 
eceived undue emphasis from the European 
enters who have described the Kandhu 
■cligion" (Risley 1891: 1-4071 With regard 

ii human sacrifice, as he was "not in a 
xisilion lo add any fresh (acts to those already 
in record in the reports" (1891. 1-404). he 
ipprovingly quotes from Era/cr sdescription 
>1 the rite. The status ot colonial ethnography 
s thus self-explanatory. 

The work of another better known British 
•cholar. O'Malley (1908). "bears (he stamp 
if having been wrillen a( second hand from 
he information of local officials, and is 
quite inaccurate in its account ol the history 
if the region..."[Bailey 1957: I77J. This is 
•bviously a very mild criticism It is not a 
ample question ot finding ertors in the 
olomal accounts of the history ol a territory 
ir of the socio-political system, hut essen- 
lally one of victimisation ot an independent 
icople through colonial constructions ol 
'ustorns such as widespread slaying ot tcinalc 
nfants and the atrocious crime ol human 
•aenfice. Evidently, Bailey's own research 
was not directed at restoring Ihc dignity ol the 
icople hy exposing the colonial conspiracy 
That aside, the point is that neither the 
Mipposcdly independent anthropologists ol 
olomaltimesIFncnd - Pereira 1903.1905, 
vlwm 1944] nor those of the post-colonial 
x-nod[Bailcy 1957. I960; Das 1956. I960: 
<aman 1957; Boal l963;Niggemcyer 1964. 
ianerjee 1969. Palhy 1976. Patnuik and Das 
•atnaik 1982) have made any significant 
-flon to demystify the imperial power 
'trueture and the Kandhu vile' customs, 
father by reiterating the colonial justification 
or annexation of Kandba lands, they have 
unwittingly provided much needed lcg.Hi- 
'ucy lo the colonial army actions and accounts. 

In such a desperate ethnographic matrix, 
t is not easy to reconstruct the history und 


culture of the Ktmdha. The following seeks 
to utilise ✓ the internal and logical 
contradictions in the colonial ethnography 
with respect to female infanticide and human 
sacrifice. The oral trudition is not of much 
help when the society, being prosecuted and 
intimidated for general tons, has in large part 
internalised the guilt. Perhaps there may be 
still some scope lor selective recovery of 
legends and folklore, but we have not been 
able to explore the possibility. 

Ft MA1.I. iNtAKTint*- 

With a tew exceptions, the Kandhas are 
divided into several patrilineal, exogamous 
septs culled gochis and some ol them are 
further sub-divided into sub-septs called 
Klambu |Rislcy 1891: ll-6K-69|. While 
septwise tcrriuina! grouping might have been 
common in the remote past, there is hardly 
any uni-clan mutlia or administrative unit. 
Campbell and Macphcrson “frequently 
referred lo everyone who lived in the hills 
as a Kandhu. although in some contexts it 
was clear (hat they were talking about Onyas” 

|Bailey I960 144-451 Half a century after 
the first iilliciul reports about the Kandhu 
were made. Risley lulled lo collect "any 
information ai all" on Kandha exogamy 
(1891 1-3991 He wrote 

Until comparatively reccnl limes the 
contiguous sepis were always at war with 
each other wucs were captured, female 
inlanis were slain (18911-lvi 

By (he lime ol Rislcy’s study, the "brave 
and resolute" Kandhas ol Macpherson's 
times [Selections 1854. 59) had been 
transformed into people "shy. limid and 
hating coinuci wiih outsiders" [Risley 1981. 
I-397|. Dalu on exogamy were unavailable 
and yet clan warlarc lo capture wives 
persisted Humorwenlcvenfurtherlucxplatn 
the alleged warfare' 

The Kandha theory ol existence was that a 
slate ot wji may he lawfully presumed 
against all inhcs and nations wilh whom no 
express agreement m the contrary exisicd 
In a wind, the practical spirit ot their inter¬ 
course is (he result ot a conflict between the 
unit-fix ml \ptitt nf nii/r/vru/em r m hit h 
tintvt'i.utlh i fun tit Icrurt tt ludrjtrnplr and 
the love ot security jnd enjoyment which 
necessarily attends the hrrrdilm\ porter 
rioiio/t oiri/v-roii runtlfrfedtmn 1877: XIX- 
221. emphasis added) 

Contrary to the colonial racist theory. 
Kandha legends suggest occasional inter- 
dan conflicts, especially with respect to 
encroachment on hunting and axe-cultivation 
territory, hut not tin the capture ol wives 
(Palhy 1976 7-8|. Indeed in Ihc clan wars, 
as a principle "women were never attacked" 
I Bailey I960 15| Arranged marriages and 
frequent exchange ol women between the 
clans provided a sort ol symmetry and inter - 
elan harmony (I960. 29-30) 


Nonetheless, following the narratives ol 
Major Macphcrson of 1842 and 1845. 
Risley, Thurston and others have explained 
the prevalence of widespread female 
infanticide in terms of frequent dan warfare. 
Macphcrson was told hy some Kandhas (?) 
in 1842 that "n was better to destroy girls 
in their infancy than to allow them to grow 
up and become causes ot strife afterwards" 
[Selections 1854: 47|. The major evidence 
lor the prevalence ot large-scale lemale 
infanticide was that dunng the military 
expeditions ol Major Macphcrson in 1842 
and Captain Frye in 1855. they did not find 
a single lemale child m several villages 
IThurston 1909. 111-287). This is no basis 
lor criminalising a whole society. After all 
when alien troops march into villages, the 
first to escape lor safety will be the most 
vulnerable sections, the women and children. 
The Kandha knew well the barbaric crimes 
committed against their women by outsiders, 
even before the British raids On occasion 
agents ol some neighbouring Hindu kings 
used to take away handsome unmarried girls 
hy lorcc for the king and other wealthy 
persons' pleasure The practice was so 
rampant in certain regions that the Kandha 
women profusely taloucd their arms, chest 
and lace with crocodiles, lizards, scorpions, 
etc. and disfigured their otherwise comely 
faces This was not <or purposes of 
ornamentation, ritual or medication. Now 
the practice is that no Kandl.a girl can marry 
without tatnomg her facelBailey 1957: 118; 
I960 67-68. 166-69J The Kulia Kandha. 
however, appear to be an exception, perhaps 
due lo the inaccessibility oi ihcir area [Pathy 
1976 23). It is more iogical to mler that 
dunng British military expeditions the lemale 
children escaped into the jungle rather than 
that they were killed at infancy. 

Alter visiting a few Kandha-inhabited 
jreas, Captain A C McNeiis reported on 
May 12. 18*7 [Selections. Madras 
Government No LXXXI] that both female 
and male infanticide was prevalent to an 
"appalling exient" The practice allegedly 
was based upon ihc prediction of the pnest 
that the child would hnng misfortune and 
grief to the family. Had this been true then 
the Kandha population ol the region would 
not have surv ived long, let alone engaged 
in a struggle lot decades against the mighty 
British power 

Dalton explained the practice of lemale 
infanticide among the Kandha in terms of 
the high expenses ot the marriage rites and 
hrghpnces for wivesot their owntnhe Thus 
’They killed thetr own girls and purchased 
wives Irom other parts of the country" 
(1872. 289). There is no evidence what¬ 
soever that the Kandha were not a strictly 
endogamous community Besides, if 
bode prices were so high, why would patents 
killihctrdaughicrs ’ Andwjnch neighbouring 
communities were there to veil their daughters 
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to the Kandluu? Moreover, as there was no 
money economy, what surplus goods were 
exchanged to purchase the girls? Without 
any scrutiny. Dalton simply relied on 
Russell's report of 1836, whose real agenda 
was to victimise the Kandha and legitimise 
brutal colonial repressions. Of course, recent 
writers hardly make any departure from the 
colonial reports. For instance Watts wrote 
that the Kutia Kandha practised female 
infanticide as late as 1950, for "their self¬ 
esteem did not permit their daughters to 
marry outside their tribe". and "they were 
too poor to afford the expenses of wedding 
ceremony" (1970: 49-50). 

It is true that some of the ethnographers 
doubted thcreliability of initial British army 
despatches and denied its uni versal character. 
Female infanticide was said to have been 
confined to the middle Kandha region, and 
even there some tracts like Digi and Bode 
Ghoro were honourable exceptions (Dalton 
1872:289). It prevailed in about 2.400 square 
miles inhabited by 60.000 Kandhas. and on 
an average between 1.200 to 1.500 female 
infants were destroyed annually |Thurston 
1909: 111-385). As there was no record ol 
births and deaths, one wonders how the 
figure was arrived at. 

To explain why ceriain Kandha regions 
were exceptions to the practice, we arc told 
that those Kandhas who offer human 
sacrifice did not practise female infanticide: 
the former worshipped the earth goddess 
whereas the latter neglected her in favour 
ofthesungod [Thurston 1909:111-392-93)' 
Those who practised female infanticide 
believed that women made the world sutler 
and hence avoided the rebirth of deceased 
female ancestors in the same families | Dalton 
1872: 289). In contrast to this observation 
that the Kandhas practised either human 
sacrifice or female infanticide, the earlier 
records asserted the practice of both customs 
by the same sections of the Kandhas and 
indeed most other writers of both the colonial 
and post-colonial periods made no such 
distinctions In other words, noi tinding any 
report of human sacrifice in large tracts of 
Kandha territory, some such as Dalton and 
Thurston provided this explanation. 

Whereas it may be methodologically 
inappropriate to evaluate colonial ethno¬ 
graphy in terms of the contemporary status 
of female children and women, the near¬ 
total absence of any data base lelt by British 
administrators leaves little choice. Among 
the Dongria Kandha, “longing for children, 
irrespective of any sex, is very common", 
and a baby of any sex is considered in be 
the blessed child of Dharani Penu - earth 
goddess fPatnaik and Das Patnuik 19X2' 
103). In fact, "female children are valued 
most. because women arc a great economic 
asset" (1982: K9). Among the Kuvi Kandha 
all children arc treated with great affection 
and love (Banetjec 1969: 18). And "Ui be 
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father of many daughter* ia not a calamity 
for a Kandha" [Bailey I960: 94|. The 
daughter* never shore in the inheritance nl 
the parental property (Risley 1891:1-403], 
Most marriage* require payment ol 
brideprice which include* buffaloes, cows, 
goats, bras* plates, cooking vessels, 
ornaments, etc (Risley 1891: 1-402). The 
hridepnee demanded by the girls side is 
high, but not too high, because when the girl 
goes to her husband alter about a year she 
must take with her somewhat more than 
what her family received. The dowry amount 
cannot be very much more than the brideprice 
for that would disgrace ihe groom's family 
(Bailey I960: 30|. In case of marriage by 
elopement or cuptute. brideprice is still 
ohligalory. although the amount will be less 
than that of marriage by negotiation In oihei 
words, there is noi much juslilicaiion lor 
marriage by capture. 

Instead, marriage by service has been used 
as an alternative measure to mcci the demand 
ot hndeweallh The groom is ex|>eeled in 
serve in his future taihcr-in-taw's house lor 
some yeais belore solemnising the marriage 
IRusscll and lliralal 1916 111-467] The 
olher opiums are mjrriage by exchange and 
levirale or somrjle marriage The cost is 
much less in case ol mairugc lo a widow, 
a divorced wile, or lo cross-cousin Some 
village studies have reeenlly shown ih.n 
only a tilth ot the marriages aie h> capture 
whereas ime-third are by elopement with 
mutual consent, onc-lourth by negotiation 
and one-etghth by service IBanerjee 1969] 
In bricl. the complex nature ol hndcpiicf 
and ihe alternaiive torms ol marriage, ampls 
demonstrates that elan wartare lo capline 
brides, high cost ol marriage and consequent 
lemulc infanticide, are laigcly lubrications 
ol British soldiers and adiTiimsiraiors 
further, it there were large-scale lemale 
intanticide. the consequent shoii.ige ot 
women would have led to some lorni ot 
polyandry Instead, polygamous m.unagcs 
were sanctioned A micro-studs loutul that 
14 per cent ol all mairtages was polygamous 
IPatnaik and Has Hjin.uk 19X2 70] 
Curiously, almost alt the colonial ethno 
graphers noted dial women hold a high 
position in Kandha society The Karulhas 
faithtully observe the marriage lie. adullci s 
is seldom heard of (lluniei 1877 XIX- 
225-27] Husbands treat their wises kimlls 
!Risley 1891: 1-44)2]. The "husband nevet 
sluiws any disrespect lo his w ite and seeks 
her advice in all social and economic 
matters” (Patnaik and Das Patnaik 
I9K2.72], When the women enjoyed such 
a position in the society, why were their 
daughters slaughtered'’ 

The best way to explode the myth ol 
lemale tnlanticide would be by gcnderwise 
population data. But unlortunaiely before 
1872. most ot the Kamlha-mhabiied areas, 
especially the princely stales. had no census 


(Hunter 1877: XIX-203], Even the eenuis 
of 1872 was collected through the kings' 
officials, police and revenue department, in 
the Kandhamals,the strength of male* above 
12 years ol age was lower than that of 
temalcs, although the proportion of males 
was 51.6 per cent when all age group* are 
combined. In the tributary states as a whole, 
lemalcs above 12 years outnumbered their 
male counterparts (51.2 per cent) among the 
indigenous peoples | Hunter 1877: XlX-205}. 
Granting the inadequacy ol the census data, 
it is evideni that there was no female 
infanticide as a social practice. 

The 1881 Indian census was incomplete, 
it pul the Kandha jxipulaium at only about 

2.50. <XX). while in the 1891 census, they 
numbered 6.27,000 Their number increased 
to 7.41.(XXI in 1931. 7.453XX) in 1941. 

7.50. (XXf in 1951. 8.20.000 in 1961 and 
8.70.000 in 1971 In the Kandhamals their 
strength increased Irom 59.(XK) in 1891 to 
80.000m 1951 In oilier words, demographic 
growth has been continuous Some ol (lie 
village studies have shown a slight 
preponderance ol females over males 
IH.merjee 1969 14 Pathy 1976.17). Bui 
•sine e lemale int.inliciJc is said lo have been 
etlcclively slopped by the I8S0\. these 
ligures are mil ol much significance None- 
ihelcss on April 7. 1881. C F MacCartie. 
the special Assisunl Agent ot Ganiam 
lepcuted Irom Baliguda that "the Daringhadi 
census shows 1,229 Kandha girls as 
compared to 1.127 boys It is the conclusive 
evidence that there is no inlantieide wheio 
hi yeais ago not a single gul child was in 
he- ton lid" | cited m Palnaik and Das Hamaik 
1982 3(D| 

It (here was tcmalc miamicidc. it must 
have been vetv r.ue. performed in circum¬ 
stances ol set urns csicrn.il | volme.il threat ol 
dishonouring women. Risley. in one ol his 
illusive slaiemcnls menlioned thjl "such 
savage ml.miMde is an modem ol the 
piiimnve snuggle lot bare existence winch 
disuppe.il' when ihe seventy ol the snuggle 
isallevi.iic’Jby jieace" i!8‘M. Il-lxvii) The 
laet tlr.it the practice was elleemely 
prohibiled wnhin a short pciuxJ may imply 
dial eilhei M was a m.mul.Klured colonial 
mvlli. or a product ol the crisis in I he political 
evouomy emeiging Irom meessani Bniish 
wars li had no general social sane non. In 
short there is neither logical nor subslanuce 
supjxiri lor ihe theory that the Kandha 
practised lemale ml jnticide. and ycl colonial 
as well as contemporary ethnography has 
williiiglvormhcrw ise accepted it and thereby 
dehumanised and elenvot .disod a once 
powerful and independent people 

Mi hi mi Smiiii in Ri sixmo 

In order to evaluate the tnlamous practice- 
ol humansacnlWc.abnel outlincot Kandha 
religion may beuselul Theolten cited paper 


of Captain Macphcrson (18521 holds thatthc 
Kandha believed that the supreme god created 
lor himself a consort - the earth goddess, ihe 
source ot evil. The god of itlc and his rebel 
consort contended lor superiority until the 
elements ot gondandcvilhecame thoroughly 
co-mmglcd in man and nature. Hunier adds 
that "their conception ot nature of god is one 
ol chronic hostility to mankind, mitigated 
al intervals by outpouring oi blood" 

(IK77.X1X-232). The Kandha pantheon 
consisted ol the supreme god and 83 gods 
IRusscll and Hiralal 1916 111-473: IV-1 39. 
550). lluniei noted that there were 14 great 
deities. I I minor divinities and a large 
number ol Hindu or mixed ones (1877: 
XIX-232-1.3 1 . The gods had neither images 
nor shrines A tew writers have doubled 
Ihe authenticity ot Maepherson's account 
of Kandha religion, especially ol their belief 
that even person is endowed with four 
souls, one ol which is destined to suffer 
punishment lor sins and complete the round 
ot transmigration, and one ot which will 
join the gods (Russell and Hiralal 1916: 
111-227. 23H. Ghurye 1943 265] 

The- philosophy ot any religion survives 
much longer ihjn the specific nlcs, hence 
rclcrring lo recent studies on ihe topic may 
not he oui ol place Among the Dongana 
Kandha. ihe shrine ol ihe earth goddess is 
lodged in the middle ot the v illage. and near 
ihat a wooden post ol three to lour led 
height, representing her h .sband (J hank ad), 
is placed The earth goddess is respected 
wiih high esteem as ihe creator ol the world 
and does no! ordinarily cause anv harm lo 
men. and enlivens as weii as protects them 
I ruin pestilence .depravuy and evil" | Patnaik 
and Das Pain.nk 1982. 139-41] My field 
notes in I lie early 1970s in ihe Kandhamals 
reveal similar • inceptions Colonial 
inlormation on the absence «l a shniw. the 
theory ol irreconcilable contradiction 
between the supren c god ..rid (he mother 
goddess, and the es il and vindicative nature 
ol ihe lemale deity - on which the whole 
conception ot human sacrifice tests-hear 
little sentuny 

Dcscripnons ot menah ntc ol human 
sac nine aie lo be lound in the accounts of 
soldiers ot the Fast India Company, 
especially Macphorwni 1865 land Campbell 
1 1861 1 Russell prepared the first report 
Junng the raids by British trcxvps to control 
the uprising tn ihe Hindu kingdsvm of 
Ghumsur in 18 *5 and Kandhamalsm 1836. 
where the tirU batch ol the British troops 
was killed bs the Kandha He returned that 
"awhsvlwpeople pi aetised human sacrifice 
and tcmalc infanticide on a wale and with 
a cruelly which had ttevet been surpassed 
by the' nxisi 'jsage ot nations ' (cited m 
Dalton 1872 285) Subsequent clhno- 
grapbers mentioned a tew exceptions Only 
one section ot the Kandha which worshipped 
ihe earth goddess tor the fertility ot ihe soil 
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practised human sacrifice, while the other 
section which worshipped the supreme god 
held human sacrifice in abhorrence [Dalton 
1872:286). In addition, there were Kandhas 
who neither practised human sacrifice nor 
female infanticide, especial I y those who lived 
in thedistricts of Sarangad. Chandrghari and 
Degi of Kosadah [Dalton 1872:291). Even 
in the Ganjam Maliahs. some muthas like 
Kunilli did noi practise human sacrifice 
[Thurston 1909:111-380). 

At the same time there were reports of 
inclusion of non-Kandha people in the 
practice of human sacrifice. The officers of 
the men ah agency staled that "there was 
reason to believe that the Raja of Jeypore 
in 1860-61 sacrificed a girl of 13 years at 
the shrine of the (Hindu) goddess Durga in 
the town of Jeypore" IThurston 1909: HI- 
379], The Hindu king of Bastar had allegedly 
sacrificed 27 adult males on a single occasion 
(Dalton 1872:290). asdidtheking of Anugul. 
These were some of the kings who provided 
leadership to the Kandha at different times 
in their struggle against colonial invasion. 
The immigrant Oriya settlers of the 
Kandhamals were also "fully committed in 
the Kandha nlual ot human sacrifice" | Bailey 
1957:132). Given the system of exclusion 
and inclusion.it is difficult lo ascertain which 
community was the onginatorof the practice 
and which one (he eventual follower. From 
the British records, it is even difficult lo 
ascertain who used to sponsor the ceremony 
for the propntiation of the earth goddess. 
Russell’s report ot 1837 mentions that human 
sacrifice is ottered annually by rotation in 
certain muthas. while Macpherson indicated 
the group concerned was the clan. Bui they 
are not explicit [Bailey l%0:5l]. Risley 
wrote that the periodical sacrifices by ihc 
tribes anddivisions of tribes was so arranged 
(hat each head of a family was able to procure 
a shred of flesh for his fields once in a year 
(1891: 1-402). Some others hold that the 
ceremony united the "whole Kandha race" 
[Hunter 1877: XIX-234| 

Similar contusion exists with regard to the 
rites and the victims. Based on Ihc accounts 
of Macphcrsorr and Campbell, Fra/cr wrote 
that the victim 

..was acceptable lo the goddess only it he 
had been purchased or had been born a 
victim - thai is the son of victim father - or 
had been devoted as a child by his father 
or guardian. Knonds in distress otlen sold 
their children lor victim considering the 
beatification ol ihcir souls certain and lor 
the benefit ol mankind, the most honourable 
possible (1890.1-387) 

In contrast. Hunter noted that "Brahmans 
and Kandhas were Ihc only races whose 
purity exempted them from sacrifice” 

(I K77:XIX-236). CaptainCampbell in 1838 
claimed lo have released 100 mcriahchildrcn 
who belonged to all races, religions, and 
castes, including several Kandha children 


[cited in Dalton 1872: 290]. Ritley alto 
noted that Kandhas in distress often told 
their children for mcriahf 1891:1-406). The 
Kutia Kandhas of Bclghar sacrificed only 
a man or woman of their tribe who had been 
dedicated for the purpose from birth (Watts 
1970:48). But among the Kuvi Kandhas. the 
victims used to he Kandhas other than of 
their own community [Banctjec 1969:167). 

Leaving aside the confusion as to whether 
Kandhas were excluded from the sacrifice, 
it is intriguing (hat some of them sold their 
children for the purpose due to economic 
distress. Given the fact that everyone had 
the right of access to slash-and-hurn 
cultivation land and to forest produce, the 
widespread reciprocal exchange of labour 
and goods among the kin. and the 
institutionalised obligation of the social or 
spatial unit to assist a lamiiy in want, it is 
hard to comprehend how some Kandha 
families found it difficult to survive to the 
extent of selling ihcir children for the human 
sacrifice. Besides, due to (he prevailing 
communal responsibility for the repayment 
of debt, (he Kandha considered contracting 
debt as one ol the the nine cardinal sins 
[O'Malley 1934:95). Hence indebtedness 
could not be the cause of hardship. Dalton 
was perhaps a hit sceptical on the issue ot 
selling children as menah and thus wrote 
that "as a rule, victims from their own irihe 
were mil procurable", except in very rare 
cases (1872:2861. 

Whether it is a Kandha or non-Kandha 
mcriah. he/shc should be purchased 
Criminals or prisoners captured in war were 
not suitable sublets tor sacrifice. "A rate 
came down Irom the remote antiquity that 
the victim must be bought yvith a price” 
fHunicr 1877: XIX-236). Thus ai the lime 
ot sacrifice, they chant that "We bought you 
with a price; no sin rests with us”. All 
accounts suggest that the Kandha purchased 
menah through the Hindu low caste Panas, 
who lived in and around the Kandha villages. 
Existing evidence points to the immigration 
of this caste to Kundhaland less than 200 
years ago. They came after being exiled 
from some of the ncighbounng Hindu 
kingdoms lor their alleged involvement in 
thefts and robbery. 77k* Kandhas gave them 
shelter in ihcir villages, and they in turn 
acted as mediators between ihc Kandhas and 
the Onyas. and worked as weavers and petty 
traders (Thiady I9ft5:7; Pathy 1976:1-9). In 
other words, if the Panas were the sole 
procurers ol the victims, ihc tradition of 
human sacrifice hy purchase ol victims can 
at best he (raced to the end ol Ihc I8tlf or 
beginning ol (he 19th century, which almost 
coincides with (he East India Company’s 
attempts to annex the territory. 

In any case, in order to purchase the human 
beings - wives or menahs - the Kandha 
should have been producing ihc considerable 
surplus needed for the exchange. But before 


1855, there is no mention of the existence 
of trade and commerce in the Kandhalands 
in the British administrative reports. The 
solitary note of Macpherson is sketchy for 
it did not specify details of the who. what 
and where of such transactions (Pathy 
1976). In fact. Hunter stressed that in 
“Lieutenant Macpherson'! time a true 
Kandha husbandman knew nothing about 
money, and detested trade of every sort” 
(1877: XIX-230). Bailey also noted that by 
tradition the Kandhas were agriculturists 
and "had contempt for those who engage in 
trade, and for those who have any dealings 
at all with foreigners’’ (1960:205). In the 
Kandhamals before the 1850s. "there were 
no markets and... each village was self- 
sufficient economically... The same goods 
were produced and consumed within the 
village. There was so to say no foreign trade” 
[Bailey 1969: l2S-261.TheKandhadidgrow 
turmeric and a little oilseed, but there is no 
way to know how much of these crops went 
for exchange. It is reasonable to presume 
that the turmeric wus traded and that some 
of this trade "was carried on by merchants 
travelling in the hills - which indicates that 
the area was safer than one would imagine 
from ol her (coli mi al) accounts” (B ai ley 1957' 
I44|. Probably there was no large-scale 
turmeric cultivation before the immigration 
of the Panas. In any case, purchase of human 
hongs by turmeric or by goods exchanged 
for that - as there was no money in 
circulation - appears both impossible and 
illogical. 

Turning to the rites as reported hy colonial 
mercenaries, administrators and ethno¬ 
graphers. it may be briefly noted that human 
sacrifice was offered to the earth goddess, 
and pieces of flesh were buried in the fields 
to ensure good crops, especially "the deep 
red colour of turmeric", and immunity from 
diseases and accidents |Frazer 1890:l-386[. 
The sacrifice was declared for all mankind 
Despite the risk of digression, it needs to 
be noted that the colour of turmeric is mu 
blood red but deep yellow. All societies 
distinguish between green, yellow and red. 
and certainly ihc Kandha could never have 
contused red with yellow. Obviously then, 
it was the colonial characterisation of them 
as ‘savage primitives' that legitimised the 
myth of such a confusion. 

The victims purchased from the Panas 
were treated with extreme affection for years 
together. On the day of the sacrifice he/shc 
was anointed with oil. ghee and turmeric and 
adorned with flowers The victim must not 
die in bonds; and to prevent escape the arms 
or legs were broken [Dalton 1872:287) or 
he/she was stupefied by a large dose ol 
opium (Campbell. 1861:113; Macpherson 
1865:119). or drowned first in the Wood ot 
pig* {O'Malley. 1908:90). He/shc was 
systematically tortured and mutilated in a 
most gruesome manner. All efforts were 
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made <o prolong the life u king at possible 
for the “more the team shed more the rain 
would fall on the crept" [Watts 1970: 49], 
The sacrifice was carried out by strangulation 
with a slit bamboo [Thurston 1909:111-3681. 
or by cutting up alive [Dalton 1872:2H8j, 
or by violently beating the head with heavy 
metal. Then the flesh was taken by represen¬ 
tatives of different villages for distribution 
and put m their fields. The rest of the victim’s 
body was either burnt and ashes scattered 
over the fields, or sometimes buried | Russell 
and Hiralal 1916:111-471-75). The mcriah’s 
flesh aand ashes were believed to be 
endowed with the magical power »t 
fertilising the land and the blood and tears 
for the redness of the turmeric and 
production of rain respectively. The mcriah 
Ihus appears as divine but is treated us a 
victim by the European writers | Russell 
and Hiralal 1916: 111-478). 

Astonishingly some nationalist scholars 
such as Ghurye (1943:263-67) treated ihc 
Kandha practice of human sacrifice as 
agricultural magic to restore the exhausted 
fertility of mother earth. But why would 
predominantly shifting cultivators in the 
hills be concerned with agricultural magic 
to restore fertility? It mighi he more 
appropriate for settled plough cultivators 
than for swidden cultivators. The mountains 
arc controlled by other gods. In any case, 
it the sacrifice were ottered to the earth 
goddess then the women would have been 
prohibited from disturbing the land surface, 
hut Kandha woman arc tree to dig and plant 
seeds in swidden plots. One therefore 
presumes that the Hindu conception ol 
agricultural magic in the scriptures was 
inadvertently extended to the Kandha 
context without any scrutiny. Incidentally, 
in the first reports it was an earth god hut 
later on was called earth goddess 

The horrifying details of the sacrificial 
rites are not recounted here The most 
i m port ant point to be st revved i s I h at now here 
in the voluminous reports is there a single 
eyewitness account. All the narratives are 
based on information collected from Ortya 
and Bengali subordinate officers and liquor 
traders. The Onya stereotypes and images 
of the Kandha must have influenced the 
stories told by them. 

Evidence also came from the existence ol 
a sacrificial pillar in a village ot Baliguda 
which is currently kept in Ihc Madras 
museum. But if it was so widespread, why 
were not a few more located’’ The major 
support is derived from the surrendering of 
a large number of menahx to the British 
authorities. In 1837. Russell reported that 
29 meriahs were surrendered, and the 
following year Captain Campbell managed 
to release 100 mcriah children. In 1848, 
after the Kandhas were subjugated in 
Anugul. 233 menahs were handed over ui 
Campbell. Again in 1855. he rescued 294. 


including 117 females. In 1859. 206 more 
were handed over, and Captain McNcile 
rescued another 100 mcriah children | Dalton 
1872:289-931. Presuming that a much larger 
number might not have been formally 
surrendered, one is templed to presume that 
the Kandhas were rich enough to buy 
thousands of humans for sacrifice. 

Most ot these surrenders occurred in 
those parts of Kandha country where 
resistance struggles against the British 
annexation were licrcc and guerrilla warfare 
formidable. It is thus difficult todistinguish 
the number ol nicriah victims surrendered 
Irom those taken as captives or prisoners 
of colonial war. Of course, the army 
despatches imply there was very little use 
of torce to achieve the surrenders 
IPatnuik and Das Patnaik 1982:3). The 
“Kandhas were inclined to yield to mild 
coercion" (Dalton 1872. 289). It seems 
during the military expeditions in the 
winter months the British soldiers 
effectively persuaded the Kandhas that 
"terniity and prosperity could be had 
without human sacrifice". But inadvert¬ 
ently perhaps, "the same officers described 
how villages were burned, stores ol 
grains destroyed and the leaders ol the 
Kandhas flogged or hanged" |Bailey 
I960:1761. Besides, il human sacrifice 
was the integral rue ol the Kandha. why 
did they hand over their pn/cd possession 
ol victims without any resistance, and that 
too Irom the very first years ol British 
involvement? 

The practice is said to have continued 
longer in some parls such as Ghumsar. 
Boad. Kandhamuls. Kintcdy. Jeyporc. 
Anugul. Kalahandi. Patna and Baslar. As 
a final sacrifice the Boad Kandhas arc said 
lo have killed 125 meriahs in 1844 
(Macphcrson 1865 246). The last recorded 
menah sacrifice in the Ganjam Maliahs 
occurred in 1852. and among Ihe Kuua 
Kandhas in l880(Thurston 1909: III-378J 
Nonetheless, in 1902 the Ganjam Kandhas 
seem to have petitioned the district 
magistrate “to allow the resumption ol 
human sacrifice as an emergency measure 
on account ol drought and scarcity” 

)Thurston l909:lll-380;0’Mallcy 1934.94) 
Despite all cl forts neither Bailey nor I 
were able lo trace the petition. There is 
reason to doubt whether such a petition 
was ever made: and in any case, who 
petitioned and why is this alone missing 
from the record? 

When the Ratnpa rebellion of 1879-80 
spread to Vi/atgapatnam district, it seems 
"several cases of human sacrifice occurred 
in the disturbed tracis” IThurston 1909 
111-379). It needs no reiteration that when¬ 
ever and wherever Kandha insurgency, 
increased, the practice ot human sacrifice 
appeared in the official reports, and on that 
basts repression was let loose 


Evidence fortherevivaloi human sacrifice j 

is even flimsier. For instance: 

In 1883. a man was IikiikI at daybreak 
murdered in one of the temples in Jcyporc i 

in circumstances which pointed to his hav j 

ing heen slain as a menah. and as late as 
1886. a formal enquiry showed that there 
were ample grounds for the suspicion that 
the kidnapping ol victims still went on in 
Bastar [Thurston 1909 III-379 80) 

These were only suspicions. Moreover, 
sacrifice in a temple and kidnapping ol the 
victims lor sacrifice stand in contradiction 
to the earlier wnlings on the Kandha system 
ol sacrifice 

The Iragilc data base, the internal and 
logical contradictions in the reports, and the 
association ol such reporting with Kandha 
uprisings against annexation ol their territory, 
encroachment on their land and lores! 
resources, imposition ol tpreed labour and 
increasing taxations, imply that there were 
more significant facts concealed by Ihe myth 
of suppression of menah sacnfice From the > 

loregoing discussion, though one cannot he ' 

totally confident of the absence of any ‘ 

human sacrifice or female infanticide in the i 

region, the tael ol us exaggeration and j 

distortion lor colonial partisan ends, is [ 

beyond doubt } 

Eniir ai Qi t.enoMM Pounnu. Expediency j 

In conformity with if,- then popular ; 
tndological theory of the Aryan invasion j 
cither annihilating or pushing back ihc j 
indigenous peoples into the interior 
inhospitablejunglesIBhowmick 1982.297). 

British administrators such as Macphcrson 
(1842) noted that the Kandhas were pushed , 

into the hills by Ihc Aryans who in turn J 

displaced Ihe docile Kurmo ot the region. t 

Thcrci.snowayolknowmgthcacuialhtstory. < 

There is no traccuf the Kurmo m the recorded 
history of the area. Jtid the economy of the 
Kandha is best suited to their present habafat | 
than to the plains |Path> 1984: 44-52: \ 

Kosambi 1975 41). In any case, ihe Kandhas \ 

were in entire possession of the territory ■ 
and were the rulers ol the country when the 
Onyxs arrived |Russell and Hiralal 1916: 1 

111-465). Alter the 9thcemury. ihc numerous < 
surrounding Hindu kingdoms were j 

periodically engaged in wars among ; 

themslcvcs as well as with the Kandha to ! 

issen their rule over the hills ol adjoining 
territories (Bailey 195" 178) The Kandha 
strongly opposed any alien political 
domination, but eventually around 350years 
ago. some ol the kings managed lo send 
someol thou subjects from the plainslocurb 
ihc resistance struggle ol the Kandha and 
protect thetr own frontiers Irom Kandha 
raids and guerrilla warfare These immigrants 
established a tew tonified and separate 
settlements in the hills [Pathy 1976 5-7) 
Depending upon their power and popularity. 


Economic and Political Weekly January 28, 1995 


225 / 



they were able to expand their domination 
beyond these Hindu settlements. This histuty 
is based on British accounts; the immigrant 
Hindu people opine that their ancestors were 
pushed into the area due to their inability 
to survive in the plains as well as intra¬ 
village factional fights (Bailey I960; 25-26], 
Some Hindu kings divided the annexed 
parts of Kandha land into several muthas, 
mostly on the basis ol a single clan or of 
several fraternal clans (Bchura and Sahu 
1970; 13-21 ]. The mulhaheads were recruited 
from among different communities. Knowing 
both Oriya and Kuj. they were made 
responsible for controlling the Kandha 
movements for independence and were 
supposed to pay a certain amount of annual 
tribute to the Hindu kings. But given the 
fluctuating power of the kingdoms and the 
difficult terrain, in course of time‘the 
muthaheads retained only the loosest ties 
with the Hindu kings | Bailey 1957:7]. There 
is also reason to agree with Bailey that the 
“actual influence of the Oriya chiefs may 
have been exaggerated because the servants 
of the East India Company" depended upon 
the Oriya speakers (1957:27). 

While neither the kings (Selections 
1854:78-89] nor the muthaheads enjoyed 
overwhelming power of domination in the 
Kandhalands. the Kandha had customarily 
good relations with a few kings. In Kalahandi. 
for instance, the prince on his accession to 
the throne had to sit on the lap of a Kandha 
and ritually marry a Kandha girl. This may 
denote that the kingship derived its power 
from the Kandhas (Russell and Hiralal 1916: 
111-465]. Until the Kandha installed the king, 
he was not formally recognised as such 
fPatnaik and Das Patnaik 1982: xiii] Suffice 
it to state that the Kandhas were not 
subjugated by the Hindu states, and they 
were also credited with driving away the 
Muslim invaders again and again from their 
territory (Hunter 1877: XIX-219] 

After bringing Onssa under its control in 
1803, the East IndiaCompany unsuccessfully 
tried intermittently to annex the Kandha 
inhabited territory. In 1835. the company 
acquired the Ghumsar kingdom But neither 
the king nor the subjects were prepared to 
accept British domination. The revolt was 
suppressed and the king fled with his family 
andtreasury to the Kandhamal s. The Kandha 
refused to give up the Ghumsar king to the 
British troops. Hunter wrote. “The country 
was laid utterly desolate. The population 
was unceasingly pursued by our troops, and 
it was only the treachery nt Hindu borderers 
that, by betraying them into our hands, 
brought the sickening, snuggle to a close" 
(1877: XIX-229). Many hill chiefs were 
caught and publicly hanged as testimony to 
British power The Kandha in retaliation 
massacred scorcsof British soldiersmscveral 
encounters this was when human sacrifice 
and temale infanticide were discovered. 


The resistance struggle however continued 
under the leadership of both Kandha and 
Oriya chiefs. The most influential Kandha 
leaders were Mahudcb Khonro and 
Nowbhum Khonro in the Boad region 
[ Huttmann 1847:273-341 ] and Oriya chiefs 
Dora Bisoi and Sam Bisoi (Mocpherson 
1865:47], When Dora Bisoi was shot dead. 
Onkarn Chokro Bisoi. a former muthahead. 
led the struggle, and hundreds of British 
soldiers were killed in the encounters. These 
leaders were instrumental in keeping away 
the East India Company from the Kandha 
lands from 1844 to 1855. 

Meanwhile the people of Anugul rebelled 
and resisted fiercely British annexation. The 
king was implicated in 1846 as a party to 
human sacrifice Troops were employed on 
a large scale, and al I authority was temporarily 
transferred from the agent to the officer in 
command. Brigadier General Dyer. For two 
years the repression continued, and the king 
was captured and his estate confiscated 
(Dalton 1872:289], Then the Britishsoldiers 
claimed on April I. 1848 that 235 meriahs 
were handed over in Anugul [Selection 
18541. 

Again in 1856. following the Bniish 
annexation of Kandhamals (1855), struggles 
erupted there and spread to Ghumsar under 
the leadership of some Onya muthaheads. 
Guerrilla warfare continued until about 1874. 
During this long period, the Kandha had 
established areas liberated from both the 
British and the feudal rulers of the plains. 
Alter 1869. the Bntish subjugated a lew 
Oriya muthaheadsanda few village headmen 
in other muthas (Pathy 1976: 11 -19|. It 
seems the Oriya muthaheads played a dual 
role, some siding with the Kandha and some 
with the company, while ihc majority kepi 
an uneasy balance until il was clear that the 
Company was going to win. In brief, the 
Kandhas of Kandhaland fought a long battle 
for several decades and made great sacrifices 
before they were defeated by the mighty 
British power. 

Elsewhere, there were also movements 
against British policy. In 1865. the Kutia 
Kandha revolted against police excesses and 
forced unpaid labour for construction ot 
roads during the agricultural seasons This 
was repealed again in 1866 and 1877. In 
1872. the Kandha i if Chandragi ri mulha rose 
in revolt against the arrest ol their fellow 
villagers In 1881-82. the Kalahandi Kandha 
rebelled against the mismanagement of the 
kmg.Theking had encouraged the settlement 
of the agricultural caste of koltas. jcho 
alienated their fertile lands and were involved 
in usury. The Kandhas killed a few hundred 
kolta landlords and traders. The British 
repressed the arm-feudal struggle with many 
untold excesses and much bloodshed. Seven 
ot ihcir leaders were hanged and another was 
convicted and executed for allegedly offering 
a five-year-old girl as meriah lo the earth 



goddess. Similarly in 1894, the Kandhas of 
Nayagarh revolted against the involvement 
of the British in the selection of the king. 
In 1898 near Gudari, four constables were 
thrashed and looted. These are only a few 
of the recorded revolts: many more remain 
to be recorded. 

The Kandha struggles of the 19th century 
can be best understood in relation to British 
policies. Initially the colonial strategy was 
to subjugate the Kandha by the use of force, 
and afterwards a mixture of force, 
concessions and indoctrination followed 
Macpherson strove to buy the village heads 
and priests with presents. A few plains 
Kandhas were recruited to an irregular police 
force on the belief that who else can better 
“bully their fellow Kandhas on the strength 
of their police uniforms" [Patnaik and Das 
Patnaik 1982:3061. This helped the colonial 
system. Macpherson advocated raising a 
Kandha battalion to deal with the mountain 
races of Orissa. Campbell was anxious to 
sec the penetration of Christian missionaries, 
and all officers pressed for the expansion 
of roads and markets. 

In 1855. the East India Company issued 
a proclamation that Ihe Kandhas would not 
he taxed, there would be no forced labour, 
and the existing social and political 
institutions, including thef hereditary 
authority and •privileges of the leadership, 
would be retained. Also it was assured thai 
the British government would not interfere 
in any way with ihe “established usages and 
principles of justice" (Bailey I960: 181). 
Where movements erupted intermittently, 
the British administrators promised more 
and more salcguards. For instance, following 
the Kandha war of resistance in Angul. the 
Angul Laws Regulation was passed in 1897. 
which provided economic protection trom 
Oriya exploiters and restricted land alienation 
and money-lending. In the agency tracts ot 
Madras presidency following Ihe Kandha 
struggles against land alienation in 1869-70. 
the Agency Tracts Interest and Land 
Transfer Act-1 was passed in 1870. which 
legally prohibited the transfer of Kandha 
lands to non-Kandhas without the express 
pcrmis-sion of the British authorities 
Meanwhile alter several decades of 
warfare, the British administration al last 
acknowledged in the lute 1850s that the 
Kandha resistance struggles were not so 
much lo protect their customs but “because 
they feared their land would he taken or 
taxed” (Bailey I960: 181). 

It may he added that the British conception 
of property being one of individual 
ownership, the administrators never 
comprehended the local corporate-based 
occupation and use of land and land-based 
resources. The notion of ’res nulliut' was 
adopted to usurp the corporate resources ot 
the indigenous peoples. Riiley wrote that 
■he Orissan Kandhas. 
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.. data ftdl rights of property in the soil 
a virtue of having cleared the jungle and 
Kvpared the land for cultivation. In some 
Ullages individual ownership Is unknown, 
uid the land is cultivated on a system of 
emporary occupation subject to periodical 
^distribution under the orders of the head- 
nan or malik (1891: 1-408). 

ven such ignoraneg of the concept of 
nip rights and the nature of axe cultivation, 
/as not surprising that the company though I 
tially that prolonged military expeditions 
o Kandhaland was costly. The local 
ninistrators could persuade the Company 
!y on the moral grounds of suppression 
female infanticide and human sacrifice 
alley I960: 70], 

The aforementioned promises were given 
en the British were finding it difficult to 
tquer the people and there was a clear 
nger of uprising in the recently annexed 
ntories (Bailey 1960: 182]. But once the 
onial system consolidated itself through 
recognition of the muthaheads. all the 
unises of Kandha rights and property 
re violated unilaterally. The Kandhas were 
reed to pay plough tax. ccss tax and 
tchman tax in 1875. besides a large number 
dues Cmamuls'), such as when someone¬ 
's or marries, for mediating in mantal and 
id disputes, and so on. Around 1870. they 
■re prohibited to distill liquor, practise axe 
‘livation. marry by capture and perform 
my religious rites. Several Christian 
ssionaries infiltrated (he area and started 
iselylisinganddcculturalisingthc Kandha 
e first eliurch was csiablished ut Oigi m 
'14 and the second in Kaiinga. Several 
ids. bridges, .schools and govemmem rest 
uses were constructed with compulsory 
paid labour rbheti') of the Kandha And 
ce 1875, every household was forced to 
y one-fourth of a rupee tor the road 
nsiruction fund, which was increased 
d continued until independence [Thiady 
65:25-31.59-60J. In addition.at trequem 
crvals Kandhas (including the 
.alcitrants) were sent to work in the Assam 
plantations. In 1917. several thousands 
:re taken to Mesopotamia to serve jn the 
>rld war (Boal 1963. 611 
>nya migrant distillers were given licences 
open liquor shops in (he Kandhamals 
is was aimed ai increasing the excise 
enue and controlling and contacting the 
yet unsubdued Kandhas. it may he noted 
a the Onya intelligentsia were reluctant 
:nter the bidding precisely because service 
the region was considered "almost 
utvalent to death sentence” (O'Malley 
**8.77). TheGonjam distillers, having lost 
ir profession, were too delighted to open 
■ir shops wilh British patronage. There 
•re as many as 470 shops in the 800 square 
les area of (he Kandhamals. Very soon 
in y Kandhas lost their land That is why 
•cast since 1887, there were sporadie 


agiutioiu against the excise policy and the 
Oriya liquor merchants. Consequently the 
British government was forced to enforce 
prohibition and to close all the liquor shops 
in 1910. 

After annexation of the Kandhamals, 
Dinabandhu Patnaik, who had been a corporal 
m the irregular cavalry. became the tahasildar. 
He ruled with great ferocity and indulged in 
systematic pillageloralmostaquanercentury 
(Bailey 1957: 32). The Oriya muthaheads 
were encouraged to expropriate at will, 
including perquisites such as a share ol the 
harvest: a gilt on the uccasion ol a wedding 
or a lunerui least: contributions to the funerals 
and weddings in the muthahead's. tahasildar’s 
and his subordinates' families: free 
hospitality, labour and entertainment during 
the tour of officials in the villages: and so 
on This was colonial exploitation with the 
greatest degree ol excellence. 

Concluding Comment 

Whai docs this add up to? And what can 
be drawn out lor a meaningful critique of 
colonial ethnography"’ There are three 
obviously simple points with which I would 
like lo conclude. 

First, the task ol re-examining colonial 
ethnography and dcmysltlying and exposing 
ihc colonial conspiracy is far from easy, 
especially when post-colonial scholars 
remain captives ol the premises ol colonial 
soldiers, administrators and ethnographers. 
This paper has indulged m some polemics: 
but polemics are of crucial significance in 
bringing down ihe lacadc ol irulh and 
exposing political abuse in Ihc name ol 
‘white man's burden' Though primarily 
based on colonial lexis, an attempt is made 
to go beyond, lo the context ot asymmetry 
of power and trequem resistance. 
Highlighting logical inconsistencies and 
internal contradictions in (he colonial texts 
does contribute to the unravelling of 
colonially constructed falsehoods and 
exposing the discursive partiality ol cultural 
and historical ‘truths’. But this is not 
su I ficient to demyst 1 1 y colonial et hnography 
and exhume the long buried truths of the 
indigenous peoples' fierce resistance against 
colonial invasions and oppressions. It is 
obviously more than a simple mailer of 
noticing an error, bias or omission. 

The crucial issue is lo expose the extent 
ot enmeshment ol ethnographic reports with 
imperial power as reflected in colonial 
brutalities lo silence the indigenous peoples' 
struggles lot autonomy, survival and 
independence. Several post-colonial 
anthropologists concerned with ihe Kandha. 
having treated colonial ethnographic 
knowledge as distinct from colonial 
domination, inadvertently became the 
inheritors ol the colonial system ol 
hegemony. As we may recall it was only 


when the British tried to encroach upon the 
territory of the Kandha people and faced 
recurring retaliations that the colonial soldiers 
discovered the Kandha practices of female 
infanticide and human sacrifice. This gave 
them a free hand to embark upon a medieval 
war of extermination and subjugation. The 
Kandhas were characterised as savage, 
bloodthirsty marauders, ihe objects of guilt. 
And not astonishingly, the same people, 
once subjugated, were portrayed as shy. 
timid, passive, hospitable and cheerful. In 
either case, the uncritical absolute' 
dependence on some ol Ihe Onya middle 
class and traders, who were inherently and 
intentionally prone to misrepresentation and 
exaggeration due to their long hostility to 
ihe Kandha and who thus had the urge to 
provide information palatable lo the British 
soldiers looking for legitimacy for terror, 
annexation and hegemony, provides liule 
trustworthy clue to the society and culture 
of the Kandha. 

The distorted ethnography not only 
legitimised colonial terror and brutalities 
hut also dehumanised the Kandha, who 
eventually internalised the degradation and 
transformed Ihc conquerors into altruistic 
benefactors and self-sacrificing partners 
striving lor ihc good of humanity and 
civilisation. Thai is why Kandha ethnography 
Lannot be fully demystified through an 
examination ol folklore and oral Iraditions 
Carclul utilisation of such soirees may at 
best tangentially help to locale the broad 
historical tendencies affecting the material 
and cultural life of the Kandha. The best 
course to pursue is to locale ethnographic 
and administrative reports with reference to 
forms and periods of Kandha militancy, 
contusion, submission and compromise. 
Unfortunately this pape: has not been abk 
lo enter into such a demanding complexrtv. 

Second, by outright exaggeration ot 
exotica - manufactured if otherwise - and 
subtle distortion ol events, colonial 
ethnography has been able to capture the 
minds of the Kandha Put simply, the tragedy 
ol the Kandha is alienation Irom the past and 
internalisation of one and a half centuries 
ol colonial and post-colonial propaganda 
about their cultural inferiority and their 
ancestors' heinous crimes and barbaric 
customs ot female inlanocidc and humn 
sacrifice. The memory assigned and the 
ethnography produced about their pan. even 
if totally false, is contemporarily rooted, at 
least among the acculturated' No serious 
analyst can separate (his out of the context 
of their half century-king resistance against 
the intrusion ot the mightiest power ot the 
world, the subsequent intimidation, 
persecution and general trauma plus the 
repeated circulation ot unsubstantiated 
accounts of customs and crimes ol their 
forefathers even in the post-cokwwal en In 
sum. several general ions of the Kandha. 
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their society and culture have been 
victimised by manufactured myths and 
colonial partisan interests, and there is little 
respite even now. 

Third, the task is to present the Kandha 
with their own history and ethnography, 
written from their own point of view. Such 
a possibility can only be contemplated in 
the context of a Kandha national struggle 
for safeguarding their identity and resource 
base. Bur such a development is yet to 
materialise. Meanwhile liberal and radical 
scholarship could and should try to dismantle 
and demystify the so-called truths of colonial 
times by associating so-called heinous 
practices with the existing systems of 
political, economic and institutional power, 
which produced and sustained the 
information or myths. It is not "a matter of 
emancipating truth from every system of 
power... but of detaching the power of truth 
from the forms of hegemony, social, 
economic and cultural, within which it 
operates...” (Gordon 1980: 133). 

The task is formidable and of crucial 
significance, not simply with regard to the 
Kandha hut also to hundreds of other 
indigenous peoples who have been 
criminalised in the name of knowledge, 
science and civilisation. 

Notes 

I The Kandhas are also known us Kanilh. Kando. 
Khond. Khondho. Kotulhv and Kundh. These 
epithets are likely to he exonyms bestowed by 
theirHindu neighbours that were subsequently 
accepted by colonial and post-colonial 
ethnography. IntactRisIcy mentions a purely 
Hindu term. 'Skandhosura'. which implies 
strong aspersions and stereotypes 
Macpherson argued that (he term was derived 
from the Telugu word ’konda’ - hill or 
highlander. G A Gnerson h< iwever noted lhai 
they call themselves 'Ku'. and their language 
Kur or Kuvi belong to the Dravidian linguistic 
group. Thus Iheir sclf-idenufieation as 'Kui- 
lofca' or Kui enju' appear more appropriate 
But as these terms arc not yet popular, cither 
among the concerned people or anthropologists, 
the common term Kandha is reluctantly adopted 
in this paper 

In addition, there is such wide diversity in 
the community in terms ol rues, social customs, 
economics and even language (Schulze 1911. 
Winfield 1929: Vll-X) that any single name 
to encompass this complexity would seem 
inappropriate. Ethnographers have divided the 
Kandha nuo several categories such as Kuna. 
Jhadua. Malia, Dongoria. Stddha Sankaha 
Pansulra. Tana. ParogL Kuvi. Beni ah and I tesia 
Though these arc overlapping categories, the 
heterogeneity is obvious. Some of these 
sairgoncs such ax Dexia Kandha are further 
subdivided mm Ka) Kandhas with landed 
properly I Kit Kandhas as Hindu)sed warriors 
and Pakhia Kandhas who eat buffalo flesh 
and grow turmeric IRusscll and Hrralal 
I9lh ob(i-(>2| Suffice it to note that it is 
diffi< uii in vpcak about the Kandha people as 
a whole ami die names currently in circulation 


refloet the tuperirapoBilion of alien categories, 
often with derogatory connotations. 

2 Before die British annexation, most of Kandha 
territory wus divided into several 
administrative units.each containing a circle 
of villages, called 'mulha’. The 'muthaheads' 
belonged to both indigenous and Ofiyu 
communities. In the firxi half or the 1870s, 
several muthaheads revolted against British 
attempts ul annexation (Thiody 1965: 15-25). 

3 Though the Kandha currently reside in the 
Orissa districts of Phulbani. Gunjam. Korapat. 
Dhcnkunul. Kabhundi. Bolangir. Kconjhar and 
also Visakhapumam Agency of Andhru Pradesh 
and the soulh-caxicm part of Madhya Pradesh, 
they believe ihul their cradle was in Pbulhum 
(Palhy 197b I 76|. 

4 Though mention was made of human sacrifice 
among the Nagas lO’Malley 1934: 69) and 
head-hunung among the Kuki. Goto. Lushai. 
Dyak and Naga. iherc is nol much literature 
on this 

5 'Mcnah' rclcrslolhc victim of the Kandha rite 
of human sacnlicc. but it is nol a Kandha term. 
Dalton wrongly thought lhal il was an Onya 
lennl I872.2K6) Bailey noted that his Kandha 
informants thought the word might have been 
derived Iroui English, like 'Christian' 
(1957:28b) 
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Protecting Intellectual Property Rights 

The acceptance of the GATT proposal* in the Uruguay Round with its 
endorsement of the US viewpoint is probably a reflection of two 
phenomena - the e m ergen ce of the US as a political as welt as 
economic hegemon and the breakdown of LOC solidarity. What is the 
scope and magnitude of adjustment that the Intellectual Property Rights 
regime in third world countries, particularly India, wilt have to undergo 
under the imperative of the Dunket Draft? In what way will these 
adjustments impinge on India's medium- and long-term 
economic prospects? 257 

Displaced by ‘Development’ 

Since independence the government of India has been responsible for 
uprooting two to five crorc people in the cause of 'development'. Now. 
partly because of pressure from World Bank and largely in response 
to the growing movement of the displaced, it has attempted to 
evolve a national rehabilitation policy. 241 
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More Idgahs? 

White the Karnataka government ha* 
successfully resolved a potentially 
volatile issue by persuading the 
Anjuman-c-lslam to hoist the flag at 
the Idgah motdan at Hubii. it may not 
necessarily have contributed to 
stalling the communalisation of 
politics. 244 


A Different Perspective 

Studies on master-servant relationship 
tend to focus on the onc-tidednets of 
the relationship - the domestic 
worker a* an oppressed menial, fully 
exploited by die employer. This leads 
to either a focus on the material 
aspects of the relationship or on 
questions of power and dominance 
There is a need to explore the 
master-servant relationship at the 
interactional level with due 

to the role of culture. 249 




Dalit Assertion 

Delos in OengxIpatUi district of 
Tamil Nadu have boon waging a 
struggle to regain lands originally in 
their p ossessio n , but su b s eq ue n tly 
usurped. The state has lei loose 
a reign uf terror to Mock the 

247 


Police as Judge 

The censor board, by referring 
Mini Ratnam's Bombay, a story 
located id the city during the 
communal riots of December 1992- 
January 1993. to the police on the 
ground that it dealt with a sensitive 
subject, ha* made a mockery of 
Use law 24 


Wall Street Populism 

President Chmon's p resi dency has 
marked a new phase in the 'right 
turn* of the Democratic Party: no 
longer on the defensive againsi 
Republican attack* on social 
welfare policies, he has turned 
to an offensive strategy going 
beyond Reagan and Bush w 
pushing the neooonservauve 


Peace of a Kind 

While 1994 was nut entirety free 
of coMMnal mckfcflts, it wti 
relatively peaceful H o weve r , 
tecuiar forces need to wod 
with a seme of mretwanow 
to spread the message of 
communal harmon y 
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LETTERS TO EDITOR 


m 6 ^e> 4 wi 

A-fawE officer**., 
ftiUniifrtl at MotiifackMi mill 
prwvant Trupti Pkrekhaf Arch-VablW fe 
•storing the sanctuary area. Thta, det 
the claim* of the PD toil notttricxiota 
raM^n^ranM PMWi 

•tfete^«i»sMw5f5a 
to go toafWheatodtojumgits m- 
bom at Jana. Magda .rStWitSi 
htot km njty about 50 toflO I 
MfeA afJwte |Mfee. TIlCIlMnllMlI 
wttchmen and the leaden of the for 
committees of the PD. They wen brauj 
then front different villages to the wm 
hited by the CPM and were provided ab 
two gallon* of free liquor. In adrankm it 
they stopped Trupti and itaittd abaatof I 
She (tied to pentode diem hot to no avail, 
toe decided to waitthcn, until these goml 
The following day, these persons wi 
again auembled to prevent Trapti fri 
going inside. But this time about 500 tr 
and women from organisation viltages 
also started assembling. On seeing " 
development die hired hoodhtma wantam 
The villagers had a tong maeting with Tni 
and resolved that they would not 
browbeaten by such dubious tactics. In < 
evening, Trupti's vehicle was again atop 
on the way by the hoodlums when she v 
coming back from the meeting. She u 
again abused and told that she should giv 
commitment that she would not come be 
in this area and only then would they alk 
her to go. She told them that then was 
question of giving such commitment Th 
finally allowed her to go. By adopting so 
repulsive means against the peacel 
movement of the tribals the FD and the C 
have only shown their true colours. This v 
only further strengthen the people's resol 
to continue their fight against the arbitn 
and partisan imposition of the sanctiu 
laws, curtailing their basic human rights 

Ambush Min 

Mangrol. lUypipts 


Jobs Matter 

JACQUE DELORS, president of the 
European Commission is not a person who 
can easily be quietened, whatever the odds. 
People had thought of writing him off when 
early last year the European exchange 
mechanism virtually broke down. But at the 
latest European summit the main item on 
the agenda was the Ddors plan to revive the 
European econ omi es. 

The past de c ad e - particularly the last 
three or four years - has been characterised 
by extremely slow economic growth and 
rising unemployment in Europe. It is 
estimated tnat the overall rate of 
unemployment in the Common Market as a 
whole has gone past 10 per cent of the labour 
force, with the total number of the 
unemployed exceeding 17 million. Also, 
there is little, if any, sign of any let-up in the 
economic situation, at least not for the group 
as a whole, though for individual countries 
the forecast varies. 

What the Delore plan suggests for the 
revival of the Common Market economies 
is a programme of massive public investment 
of $ 150 billion over the coming five to 
seven yean in die area of infrastructure, 
primarily in communications and 
information technology, so that Europe 
becomes more competitive, grows faster 
and generates more jobs. Deton predicts 
that as a consequence of an investment of 
tbit order, not only will the slack in 
employment be possible to rectify but also 
unemployment could be reduced to what 
may be considered as an acceptable level of 
less than 3 million as against 20 million, the 
figure forecast for the year 2000 if the pace 
of economic growth were to remain si the 
level currently obtaining. 

Not that the Defers plan had an easy 
passage at the European summit. Indeed, it 
had strong adversaries and the opposition to 
it brought together the unusual combination 
of UK and Germany, die former because of 
the present British administration's distaste 
for any idea of raising the level of public 
in v es tm en t, involving as H would increase 
publicborrowing and therefore fiscal deficit, 
mid the toner because of the perceived bmit 
to further public investment keeping in 
mind the ongoing investment in the 
rehabilitation of the economy of what 
formerly cot ist rtwSo d East Germany. 

The remarkable dung however is that the* 
Defers plan was not thrown out despite such 
opposition. In fact, die logic of the plan 
seems to Itove been faMycn rinr vri a n d Defers 
was asked to explore how die funds required 
for the investment his pitot envisaged could 
be mobilised without igniting the fires of 
inflation. However orach the present 
European leaden hip hates the idea of 
increased public investment, it stoaply cannot 
overlook the lengthening tines of job¬ 
seekers. It is only m countries like Indfo dwt 
however negative the growth toeinpkyem 
it seldom gets reflected in fee flames of 


open uaemptoymem, and that too very 
partially and after a considerable time-lag, 
so that little it aought to be done in regard to 
employment generation. The leadership in 
Europe has at least to look like doing 
something tangible in the (Unction of job 
cretokm nd the Delon plan often a concrete 
proposal in that direction. 

ARaAoea 

Trivandrum 

Ttfbals Protest 

THE forest department (FD) and the J K 
Group’sCentraiPulpMiH(CPM)ofSongadh 
have now started adopting ugly means to 
crush the tribal movement against the 
Surpaneshwar Wildlife Sanctuary in 
Dediapada, Bharuch. Disregarding the 
protest of the local tribals and tne Wife Life 
(Protection) Act the FD has once again 
issued orders allowing CPM to cut away 
thousands of tonnes of bamboos from the 
sanctuary area. While doing this it has not 
even bothered to acknowledge the questions 
raised by the local tribals: How can it allow 
such bamboo cutting in the sanctuary area 
when the basic rights of the local tribals are 
taken away: what about preserving bio¬ 
diversity and if all such activities are to be 
allowed why continue the facade of the 
'sanctuary'? The tribals in many villages 
haddecided to stage a peaceful protest against 
this activity until these questions are 
satisfactorily answered by the FD and were 
resisting the work of bamboo cutting. 

On January 7 they brought outside 
labourers with police force to start bamboo 
cutting in village Dabka, where the local 
villagers were resisting this work. High 
level forest officers moved around in the 
villages threatening the people of dire 
consequences, Two leaders. Maragiyabhai 
and Ubadiabhai. of village Sonfcli. were 
gheraoed and roughed up by the watchmen 
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Organs for Sale 

T HE kidney 'racket' in Karnataka reveals the extent 
of accommodation granted to medical practitioners and 
medical institutions by the state, the regulatory bodtes and 
the general public. The issue e n c omp asses not only ethical 
questions in the practice of medicine, but the state’s neglect 
•f die need to create instruments to institutionalise the 
practice of ethical medicine and the consequences of the lack 
of regulation of the private sector in health. In addition, of 
course, it spotlights the devastations visited upon an 
impoverished population and die failure of the welfare slate 
to provide the wherewithal to keep 'the body' in tact. 

The scandal apparently came to light as a result of 
‘rigorous’ police investigations over the fortnight. According 
to the polk* ova- a 100 people have fallen victim to the 
nexus of docton-mkkHemen-rccipieius-hospi tals. The poi ice 
allege that the victims were misled into believing that they 
were blood donors and then, anaesthetised and divested of 
their kidney. They have arrested four of the accused: the 
head of the nephrology department at (he government 
Victoria Hospital who participated in the opera!ion which 
was conducted at a well, known private institution, the 
Yellamma Dasappe Hospital; a private practitioner who 
assisted in procuring the victims, and; two other non- 
medicos who acted as afents.The cases have been registered 
under the Endian Penal Cade. The urologist assisting in the 
operation is absconding. Curiously, (he police were 
reportedly in receipt of an intelligence report on the racket 
over a year ago. but departmental transfers, officials say, 
prevented action from being taken. 

The rale of die Karnataka Medical Council (KMC) in ail 
this is even more curious. Apparently, it had received a 
complaint on the issue almost two years ago, but took its 
own time investigating it. R ve days after the racket came to 
light it decided to suspend the registration of the private 
practitioner, stating that no complaint had been received 
about the government nephrologist. The KMC has also 
taken action against the managing director of the hospital. 
The absconding urologist is apparently not registered with 
the state council, but in Mahunuhtra. and so is safe from the 
actions of (he Karnataka council, which can only ‘instruct’ 
its Maharashtra counterpart to "keep an eye on this doctor" 
That a doctor can apparently practise in any state, but not 
be liable for punishment for misconduct fir s/he is not 


The state government on its part has set up a fact-finding 
committee headed by the superintendent of Victoria Hospital 
with the director of medical education as one of its m embers. 
But even before the committee could start investigations it has 
been told in no uncertain terms to confine its enquiries to the 
gover nm ent hospital. Given thM neither were the donors ever 
in the public hospital and nor was the operation conducted 
there, the directive effectively confutes die investigations to 
the head of nephrology who assisted in the operation at 
Yellamma Dsatnppa. Ironically.according toihrnaSt govern¬ 
ment spokesperson no action can be taken against the hnspital 
because, lacking any son of legislation on private medial 
institutions, the government has apparently not even a moni¬ 
toring rote in private hospitals leave alone, a regulatory one. 

In June Iasi, the parliament passed the Organ 
Transplantation Bill, which has been ratified in mnny statea 
including Maharashtra, fafata. the kidney scans is. acc o nB a g 
to the KMC a result of such nefarious activities shifting to 
Karnataka because of the ratifying of the act ia the 
neighbouring state. But even if the act were » be uniformly 
implemented in ail the states, it is unlikely to kill such 
unethical practices, although it will certainly curb tea 
For, such activities are made possible by the current ethos 
of medical practice. In a society where health cans it at • 
premium, those who practise medictac have inevitably 
garnered extraordinary social prestige and/or wealth and 
therefore, power. Moreover, the dominanthperalingjirin^yie 
of medicine today is not to deliver health care but to repair 
the body, and at a price. Organ transp l anta tion beco m es 
ethical only in the context of a morhaaisrir view of tee 
human body, which permits such repair. Farther, in a 
society geared increasingly towards catering for thoae who 
can pay. it is inevitable that such repair through r epU c en sen t 
will occur at the cost of thoae who are aMe so sett tee 
replacements, in this case, organs. Atamore ftmctso nt l tevef. 
legislations to regulate particular anedtea! practices cas be 
operational only in i ns ti tu ti on s which are muter g e n era l 
surveillance and control by the state. Tins is a point which 
has been repeatedly made wteh refe renc e to tee tegutoa oa 
banning sex-d ete r mi n ation teats. As hi tec Knram shs r a m , 
there are many other statea which have no lighlirino to 
mo ni tor or regulate private imtitarinos Inevttahfy tore. tec 
issue is tee regulation of private sector la nmdtemn, wheteer 
it is the practice of todhridnal doctors thrash such agendas 


registered under tee particular state body, ia a shocking 
statement no tee state of regulation of medical practice in aa tee medical c o u n ci l, or tee fwocti o o i ii g of h o ap hal i and 
die c o un try. musing h e me s through weft- a rmed stale Ingiihtonar 
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UNTIL recently lndk’iexlernal transactions 
were shrouded in mystery. Apart from the 
complexity of data involved, it was the 
inordinate delay in publishing current 
statistics on balance of payments, external 
debt and such other transactions that has 
been contributing to the difficulties in 
making acorrect assessment of the evolving 
trends. Of late, however, there has been a 
refreshing change in this respect - official 
agencies, namely, the Reserve Bank of India 
(RBI) and the ministries of finance and 
commerce, have now begun to publish 
foreign trade, balance of payments and 
external debt statistics, fairly regularly. The 
ministry of commerce has already published 
the foreign trade statistics, though very pto- 
visknal, up to December 1994, that is, within 
a month’s lag, and die RBI has released its 
quick estimates of India’s overall balance of 
payments for the first half of 1994-93 - a 
record a chi eveme n t, considering the fact 
that the final estimates of BOP are available 
only for 1981-82 and the partially revised 
estimates only up to the quarter ending 
January-March 1991. 

However, one is not sure if the data base 
for many weak components of BOP such as, 
travel, transportation, private transfer 
payments, and the so-called miscellaneous 
items on the current account, as also ‘other 
capital (net)' on the capital account, are 
being finned up. It is very likely that under 
the present liberalised system of external 
transactions, information which was in the 
earlier regime a by-product of controls is no 
more available. More importantly, much of 
the current and capital receipts below such 
a high-level ns $ 30.000 (or roughly Rs 13 
lakh) it based on surveys of unclassified 
receipts, the results qf which are finalised 
with considerable tim^iag. Tourism receipts 
for the current data are probably bated on 
some historical information on the average 
spending by tourists. 

The RBI press release argues that there 
was a significant rite in private transfer 
receipts in response to the price incentive of 
the reatfat bated exchange rate. Besides, 
the im prov em ent in private transfer receipts 
arid tourist earnings more than compensated 
for outflows on account of investment 
income and non-factor services payments. 
Details of specific estimates in this respect 
would have been extremely helpful, for 
private current, transfers baaed tin market- 
based cxchtag’-raic i $ tme rurally an 
eupheroisIrWFiwvcrsb*cdjhtatflight. 
Secondly. wflwaiieabie fnrtjgl currency 
assets having been built up, MMcouney's 
receipts under investment income should 
have been large and therefore, net outgo on 
investment income should have come down 


' - rater significantly Dividtv4 I no oraa i 
fa c e ted by t he fo re i g n inrHttfrkitvuf trtsrritewu ■ 
(Fils) tnay. to an extent, heva contributed to 
the investment income outgo, lathe absence 
of any specific information either on the 
numbers involved or on the data sources, it 
isdifficuk to make any worthwhile comment. 
Students of external transaction accounts 
would also be curious to know about the 
quality of data relating to sizeable receipts 
under ‘other capital (net)': $ 2.441 billion 
during April-September 1994 as against 
$ 1148 billion during the whole of 1993-94. 
It is very likely that a significant proportion 
of such inflows may again constilutelnward 
remittance out of the funds stashed away in 
Swiss account*. Some attempt to provide 
information on the nature of there unidenti¬ 
fied capital flows should be useful for a 
more accurate review of the BOP data. In the 
first place, iflhey do represent reve rs e capital 
flight it is unlikely that they have come in 
the form of capital transfers; they shook! be 
treated as current transfers. Secondly, the 
item ‘other capital (net)' in effect essentially 
represent! ‘errors and omissions’ on the 
BOP, that is, exactly one-half ($2,441 billion) 
out of a capital account surplus of $ 4.892 
billion, remains to-be classified rather 
accurately. 

In assessing the recent trends in BOP 
transactions, a feature on which concrete 
data have not been forthcoming relates to 
the return of earlier capital flight. A detailed 
account of the phenomenon of revene capital 
flight which the authorities have obviously 
been able to achieve by implementing the 
policy of the so-called market-based 
exchange rate system and other elements of 
stabilisation and structural adjustment 
programmes would be useful. It is said that 
to an extent even the global depository 
receipts and other forms of Euro equities 
which have already touched US $ 3 billion 
- represent such reverse capital flight. Some 
attempts to get at the truth in this respect 
would be helpful as a guide for policy 
formulation. 

Except for the above, the Indian data on 
BOP are generally of a high quality. How¬ 
ever, therp are still a few drawbacks in data 
compilation which need to be sorted out 
by the authorities. First, despite the 
reconunentekms of the IMP Manual to 
present boflrexports and imports on free-on¬ 
board (fotytasis, the Indian data on imports 
centime Jb toe provided on cost, insurance 
and freight (cif) basis, which has the effect 
of ovetejftfhg imports aid merchandise 
deficits and Understating the invisible figures 
of trarupteitioo and insurance. Seqpntfiy, 
under the totalised foreign exchange policy. 
exporterr>1|i well as returning Indians are 
allowed tbkeep foreign currency accounts 
abroad iadfedmg facilities to invest the finds 
fophysicatjuad financial swats abroad. It is 
jhoped thatjbe RBI has a definite scheme of 



regular forma 
jpbhshed in Ms regular i 
needs to toe expanded ao tet tack dacails 
trader private or banking capittt ora be 
made available to the users of data. Finally, 

the BOP statistics or import data fontlabed 
by (he Directorate Oenerel of Com—vial 

Intelligence and Statistics do not inehtde the 

officially-permitted imports of gold and 
silver, they would have constituted over 
$ 1-3 bdlkm each during the past two yews. 
Though a good p*t of it isobtainadby the 
NRJs which would provide the co unte r p an 
entry under private transfer receipts, this 
it not entirely so because (a) there are tax 
receipts - which cannot be included ander 

import; and (b) there are now also importi 
under special impotp licences (SIL) as as 
incentive for exporters. Therefore, In the. 
interest of the purity of concepts and data, 
it it necessary that an approximate 
classification of imports of gold and silver 
is made in the external trade and BOP 
statistics. 

HUMAN RIGHTS 

* 

Diversionary Tkctks 

A single jfstcr pas by Amnesty Intrenational 
has came as a windfall for the Indian 
government which has been trying 
desperately all these years to disprove the 
allegations made by the organisation about 
its human rights record. The Indian home 
ministry and the journalists who depend re 
testapiedished out by the miniairy officials, 
have swooped down upon Amnesty, 
branding it as biased against the Indias 
government. 

It ail started with the discovery that 
journal called Amnesty, produced by tt 
British section of Amnesty In te r na ti o n al, 
earned a cover photograph in its Nov em b er / 
December issue of 1994. captioned V. 
Kashmiri Woman in Mounting’, whick 
turned out to be - after investigation! 
following a complaint by the Indian High 
Commission in London - the picture of 
Tamil Muslim woman visiting a shrine » 
pray for help in a place near K a ny ak a ma rt 
The bloomer was a typical example of tL 
freqoent western journalistic practice c. 

taking liberty with geographical and caltvri 

differences in third world countries -. 
practice born out of the traditional < 
education to treat such differences m i 
presumptuous way on the assumption i 
they are not worth any reriotis attention < 
investigation. Yet, if any Indian writer t 
photographer mixes up a Scottish Hi* 
lander dress with English attire, or Ox ft 
accent wtih Yorkshire accent, iti 
iy provokes derisive cc rem a n m from 1 
British commentator. Wa expect < 
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ip tnutt w%gm oumicfi w oc iwncirnw 
in htpitiif wwin| import* orpwvnt tot 
ii» publications - to that rite Indian 
•ovemenentdoes not get an opportunity to 
discredit it 

U ia good to learn that Amnesty 
International ha* already renounced an 
jpotogy and aconection for the controversial 
cover photograph of it* British journal. But 
hive the Indian home tniniatry and the Indian 
journalitu who are too willing to publish 
whatever these ministry spokesmen brief 
them apologised for die misreporting and 
glossing over of facts of human rights 
violation that continue to plague Kashmir. 
Punjab and various other parts of India? In 
response to Amnesty's exposure of deaths 
and torture in Jammu and Kashmir, the 
Indian government continues to dismiss all 
allegations as false. Of the details of 28 men 
who had died in the custody of the security 
forces in Jammu and Kashmir between 
May 4. 1989 and Septe mb e r 13. 1991. as 
submitted to the government by Amnesty, 
till dale the Indian authorities had 
responded to 21. In 18 out of these, the 
government has simply staled that "it has 
not been found possible to verify alle¬ 
gations’*. while in the case of the remain¬ 
ing three, it has denied the Amnesty charge 
of (heir being killed in custody. 

The Indian government's negative 
attitude in responding in real and effective 
terms to such allegations is not confined 
to Amnesty International, but is also 
demo ns trated in its reaction to UN bodies 
dealing with human rights in India. The UN 
special rapporteur on torture and the UN 
special npporteuron extrajudicial. summary 
and arbitrary executions have in recent yean 
submitted numerous cases to the Indian 
tovemment, highlighting their concern that 
prisoners are routinely tortured in police 
stations and that many have died as a result. 
New Delhi's responses have either been 
outright denials, or statements that the 
si legations were being investigated, or that 
they were 'sub judice*. But the UN special 
rapporteurs are not known to have been 
informed of the outcome of these 
investigations. New Delhi also continues 
to refuse to allow the two special 
rapporteurs to visit InrUiL. in spile of their 
official reqtibst to conduct on-site 
inv esti ga ti ons “with a view to being in a 
better position to evaluate the situation 
and. o onia q uan tly. proposing constructive 
recommenda tions that may help prevent 
•he recurre n ce of such violations". 

Clearly, by seizing on one mistake of 
Amnesty's the Indi an g ov ernmen t cannot 
expect the world to fotgat and forgive the 
‘bousanda of sett of htHMarights violation 
<kat its poMoe mid sactfity forces have 
been indulging hi all test years. 


ORfSfcA " 

Coagroft to Jl>*g Rescue 

UNTIL the assembly elections of Karnataka 
and Andhra Pradesh and the root of die 
Congress(l), Biju Patnaik's political 
prospects were pretty dim. His party, Janata 
Dai (JD), had lost the Mey ui b hanj Lok 
Sabha bye-election to a Congress contestant 
in May last year, in June. Kbund adi vasts of 
Phuibani a scheduled caste constituency 
attacked Pano harijans and retaliations and 
counter-retaliations resulted in the death of 
14 peopie. The adi vasis were demanding the 
renaming of the district as Khandmala. and 
that it be declared a scheduled tribe 
constituency. Soon after that a liquor tragedy 
rattled Ganjam. the home district of die 
chief minister, reviving unpleasant me m ories 
of the Cuttack hooch incident of 1992 in 
which more than 200 people died. As a 
sequel, the nexus between liquor mafia and 
the ruling party politicians again assumed 
significance. On the political front, Rabi 
Ray. the former speaker of the Lok Sabha 
and now the state leader of Samara Party, 
began to gather the dissidents in die state on 
the platform of die third front. Among the 
dissidents were Ramkrushna Patnaik who 
resigned from the Biju Patnaik ministry two 
yean ago. Biswabhushan Harichandan. the 
leader of Samqjwadi Janata Party (SJP) and 
Sirlunta Jena who was calling the shots 
against the chief rmmsier from the peri¬ 
phery of Janata Dal. The dissidents were 
dissatisfied with the chief minister's style of 
functioning and charged the state Janata Dal 
as ‘Biju’ Dal. They w ere pnrticulatly annoyed 
over the chief minister's reluctance in 
seeking the resignations of his two cabinet 
colleagues. Bijoy M aha pairs and NaJini 
Mohanty. who were alleged to have links 
with Beiu, the liquor don behind the Cuttack 
hooch mishap. Even the left patties. CPI and 
CPI(M) had spumed Biju Patnaik's offer to 
re-enter iroo an alliance for the forthcoming 
assembly elections. Both the left parties had 
formed an alliance with the Janata Dal in 
the assembly poll of 1990 and had secured 
altogether six seats. But the utter failure of 
the Patnaik ministry to implement the 18 
poll promises of the election manifesto 
compelled the left parties to terminate 
their alliance in January 1992. The CPI 
also seemed to be nursing a grudge against 
Biju Patnaik after an entire party unit of 
Koraput district went over to Janata Dal 
last year. 

The rout of the Congress in the assembly 
elections of Karnataka and Andhra sud¬ 
denly c lunged the shape of the things to 
coma for Biju Patnaik. C spoat isi ng oa the 
success of die Karnataka state JD and Telagu 
Daw. Biju Patnaik or ga n is ed a massive 
sully, -jm Samabosh'. on December 30 in 
Bhubhrewhwar as a show of st rength. 


P ol iti c alceisb ri aesimcNTfc.8R BrM rasi. * 
Ramkristuu Hegde. V P Smgb and Lafao 
Pra sa d Yadav shared toe that. In fluen ce d 
by the success of the populist momuras of 
ffTR. Biju Patnaik. too, aanonneed Rs 2 per 
kgrice scheme for eight lakh populace quite 
without regard to the fact drat eight lakh 
people have been beneficiaries of this 
scheme since 1990 and the addition will 
increase the burden on the Mate exchequer 
to Rs 80 crore. Worse, under Patnaik's 
governance rice production suffered a 
decline and the total area under rice 
cultivation is reported to have decreased. 
Moreover, there has been no separate cabinet 
minister for agriculture since Jagaaaath 
Mullick was dropped two years ago. 

The other two sops announced by Biju 
Patnaik include the increase in the reser¬ 
vation quota for the backwards of the sure 
from 12 per cent to 27 per cent (Biju 
Patnaik incidentally had initially oppo n od 
the Mandat recommendations) taking 
reservations to 65 per cent, and subsidies for 
farm inputs. Patnaik has announ ced under 
his Kalinga Rojgdr Yojana, a stipend of Rs 
200per month to unemployed youth so at to 
organise them against social evils Idee 

vtolmv-agama»inn^Mtoli«pwa«tifaSinn 

Though Patnaik prides himself on giving 30 
percent reservations to women mpanch^m 
and urban local bodies the status of women 
in Orissa remains depressingly low. Not 
surprisingly. Patnaik's Janata Dal does not 
have a women's wing. 

Despite this ’ non-performance’ of his 
government what ready is proving advan¬ 
tageous to Biju Patnaik b the raintod hnage 
of his major rival and the leader of the stale 
Congress. J B Patnaik. Within tbeCongrere 
fold there are many diignmiJeri elements 
including Nandini Satpnthy. Girdhar 
Gqmango. Chinramani Puntgrahi and K C 
Lenka, who want J B Ratnaik to be removed 
from the state leadership. He is als o w p ort a il 
to have played a dubious role in die posa- 
raih yatra and Mandal riots in die stale. 
Further, the Congress manifesto mere l y 
extends die schemes renounced by Jarem 
Dal to a still larger population, for example. 
33 per cent reservation for women. The 
other two opposition parties, the BJP and 
the Left Democratic Front (IDF), formed 
out of re alliance of six parties crtkdsg 
the CPI red the CPKM). have smaN pockets 
of mfiuence red tee not expected to creme 
any major pr ob l ems for Bt|u Patnaik. The 
■Mi-Congress swing to Karnataka and 
Andhra forced CPI and CPKM) to rodaak 
and ultimately decide against joiaiag any 
anti-Biju alliance, a step dubbod at 'sheer 
opportunism' by die IDF Ne verth eless. 
there are 672independent canditlmBsaidtt 
fray g ivi ng crethbihty to toe gro use that 
both JD sad the Congress, have fieMad 
candidates having either kinship ties mMh 
the leadanhip nr anti-s oci al backgrounds. 
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•eeradt hm) the RBI*t open maifcit operations. though la the man recant period the fovtiga exchange nocmaiahave bupuh to Inhk Up.m geaianda apun 
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IN IttK CAt.lALMAKKKl' 



Hindustan Petroleum 
Corporation 

HINDUSTAN PETROLEUM CORPORA¬ 
TION (HPCL) it an integrated petroleum 
refining and marketing company with 20 per 
cent akare both in refining and marketing 
petroleum products in India. The company 
i owns and operates two refineries at Bombay 
and Vbhakapatnam with capacities of 5.5 
MMTPA and 4.5 MMTPA. respectively. 
» TWscomhined throughput represents about 
20-per cent of the country's total refining 
* capacity. It also has the largest lube refinery 
i% India with a capacity to manufacture 
Z25.000TPAof lube base oils. This is being 
1.10,000 TPA. It also owns and 
operates a large product supply and 
distribution network throughout the country. 
HPCL has a well established countrywide 
marketing network including zonal and 
regional offices, terminals, depots. LPG 
bottling plants, aviation service stations* 
retail outlets, and product pipelines. The 
company has set up an international division 
fortlie export of lubes, software and speciality 
products. The company has entered into 
collaborative research programmes with 
reputed research institutes. HPCL proposes 
the expansion of crude refining capacity of 
its Visakh Refinery from 4.5 MTPA to 7.5 
MTPA. The envisaged facilities are new 
crude distillation unit, new vacuum 
distillation unit, new visbreaker unit, 
augmentation of LPG treatment, effluent 
t rea t men t, sulphur recovery, utilities and 
power generation plants. The capital cost of 
die proposed Visakh Refinery Expansion 
Project is estimated to be at Rs 870.38 crore. 
Commercial production of the project is to 
begin by July 1998. The project on lube base 
stock augmentation facilities at Bombay 
Refinery envisages setting up of facilities to 
produce additional 1.10,000 tonnes per 
mum of lube base stock including 50.000 
' tonnes pcrannumofbright stock. The project 
would result in the optimal utilisation of 
imported crude processing capacity of 
refinery by maxinusing the production of 
high value tube products to thmrfull potential. 
The project envisages the setting up of new 
propane deasphalting unit, new solvent 
extraction unit based on N-mclhyipyroiidonc 
(NMP)solvent, n ew hydro fin er and hydrogen 
units, propanedewaxing unit modifications, 
and additional power generation and off site 
facilities. The estimated coat of the project 
is Rs 232.41 crore. Also proposed is the 
laying of a muhiproduct pipeline between 
Vhakhand Vijayawada with anintermedute 
booster station cum tap off terminal at 
Rajah mu ndry, for transportation of white 
* nHproducts like high speed these! oil. moSor 
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spirit, superior kerosene oil and aviation 
turbine fuel. Stonge facilities with tanks of 
12,000 tonnes and 70,000 tonnes are to be 
provided at Rajahmundry and Vijaywade. 
This project is to be implemented in two 
phases at an estimated cost of Rs 467.45 
crore. Another LPG import facilities with 
receipt, storage loading and transportation 
facilities along with other facilities are to be 
constructed. HPCL is putting the LPG import 
facilities at Mangalore to handle 6X10,000 
tonnes per annum of imported LPG. The 
project would cost Rs 1.62.74 crore. The 
company has about 140 other projects in 
various stages of implementation. The 
company to fi nance these projects it entering 
the capital market on February 13 with a 
public issue of 1,73,50,000 equity shares 
of Rs 10 each along with detachable trad¬ 
able warrants for cast at a premium aggre¬ 
gating Rs 608.925 crore comprising of 
1.35.45,000 equity shares of Rs 10 each at 
a premium of Rs 330 per share aggregating 
Rs 460.530crurc and 38,05.000equity shares 
of Rs 10 each at a premium of Rs 380 per 
share on firm allotment basis aggregating 
Rs 148.394 crore. The issue is to he lead 
managed by SBI Capital Markets. ICICI 
Securities and Finance Company. DSP 
Financial Consultants and JM Financial and 
Investment Consultancy Services. 

Moonbeam Industries 

Moonbeam Industries, manufacturer of high 
quality rubberised coir products, fibre 
pillows, quilts and bed spreads markets its 
products under the brand name 'Moonbeam'. 
The company which has u state-of-the-art 
plant at Sikandarabad, Buiandshahar 
district. UP. is embarking on an expansion 
(dan of its installed capacity from 1,100 
TPA to 5,400 TPA. To part finance the 
expansion project involving an outlay of 
Rs 441 lakh as appraised by the Bank of 
India, the company is entering the capital 
market on February 21 with a public issue 
of 20 lakh equity shares of Rs 10 each for 
cash'at a premium of Rs 5 aggregating 
Rs 300 lakh out of which equities worth 
Rs 72 lakh have been reserved for firm 


aikrtmcaumNRIsAJBCs. The UPH tutorial 
Corporation is also to subeeriheshare* 
worth Rs 18.75 lakh thus leaving net puhHc 
offer of Rs 209.25 lakh. Thecon^tany plans 
to expand to the manufacture of industrial 
items such ax bus and rail xeat* and also 
strengthen its marketing base in territories 
like MP. Gujarat. Maharashtra. AP, 
Karnataka and other southern states. 

Optd Telecommunications 

Furukawa Electric Company of Japan, one 
of the world's leading manufacturers of 
electric wire and cable, non-ferrous metal, 
other related products and engineering 
services and Optd Telecommunications are 
to enter into an equity collaboration. 
Furukawa is to invest 10 percent stake worth 
Rs 10 crore in Optcl Telecommunications 
which controls 70 per cent of the total Indian 
fibre optics market Furukawa also has the 
distinction of being the first company in the 
work! to successfully manufacture optical 
fibre cable. Optd Telecommunications has 
a strong tie-up with Fujitsu of Japan and 
Ericsson of Sweden. It is the only company 
in India which has got vertically integrated 
facilities in terms of manufacturing of optical 
fibre, cable and related system equipment. 
The company is expanding Ha current areas 
sizcably. with a three-fold expansion in 
optical fibre capacity from 50.000 FKm to 
1.50.000 FKm. Doubling of optical fibse 
cable capacity from 4.500 RKm to 7,000 
RKmisulso underway. A new diversification 
into poly insulated jelly filled cable (PUF) 
with a capacity of 10,000 CKm is also being 
planned. These expansion progr amm es are 
at a cost of more dun Rs 100 crore and are 
to be completed in the 1995 calendar year. 
The company has a strong R and D bane in 
collaboration with IITs. with advanced 
capabilities in specialised fibre Kkc fibre 
amplifier (EDFA) and dispersion *htflcd 
fibre (DSP). The company is to soon enter 
the capital market with its public issue which 
will fund almost Ra 94 crore of the lout fund 
requirement. While Rs 21 crore is to be 
financed througha long-term debt frees IDBI 
the rest will flow through internal accruals. 


For the Attention of Subscribers and 
Subscription Agencies Outside India 

h has come to oar notice dirt a large amber of sabacriptiom to fee EFW from eessMe 
tbe comry together with the subacriptioe payment* tent to seppoa ad sa b scrt p tt o a agents i 
ie India hove aot been forwarded to as. p 

We wish to poiat oat to sabscriben and sabacriptioa agencies owskk ladia that ai foreiga 
sabscripuoos. together with (be app ro p ria te lamirtancet. mart be tbew a rriad to as and not > 
to anwit horned third parties « todta. I 

We take no responsibility « hat mover ia impact of s ab urtpii ans not mgMmd wbb os- I 
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■nhJaimatf I* iwtr'Jl unit |m dflM mil 

fef tim'faarwWi oat tales going up by 7 
peroeat.monttafpsofltby 44 pur com, tad 
n* profitby 27por cent. Uea year the 
uKiipoy bd piiul from iIm write buck, of 
taxation provision »the tune of Rt 2 crore. 
The dividend for the year hut been enhanced 
to 16 per cent at against 12 par com in the 
previous year. Exports and import* wen up 
by 17 per cent and 6 per cent, respectively. 
Debt-e^ty ratio hat shown a steady dad toe 
in the paw dm yean. Sundry aediton to 
current assets hoa been Beady at 28 percent' 
for the pan two yean. Sake to total aneta 
I nc maaed by 3 per centag e points for the year 
a* against 99 per cent in the part year. Sales 
to gross fixed aaaeta showed an incnaie of 
8 percentage points for the year. Earning per 
abate fluctuated from Rs 2 in 1991-92 to 
Ra 7 m 1992*93 to Ra 5 in 1993*94. Net 
value added to the value of production 
declined by 9 percentage poims for the year 
Remuneration to employees increased from 
54 per cent In 1992-93 to 66 per cent in 
1999*94. Inventories grew by 6 per cent for 
the year. Short-term bank borrowings was 
steady at 145 per cent for 1991-93 and has 
declined to 120 per cent in 1993-94. The 
explosive division produced 138.85 million 
detonators. IS. 19 million meters of 
detonating fuse and 23.382 tonnes of 
explosives. 

The metal cladding division's output 
increased by Ra 12 lakh for the year. The 
j**n*i salrt Including 
exports was up by Rs 6 lakh. The company 
plans to diversify into caaaor oil derivatives 
like hydrated castor oil. a raw material for 
I nlaW u a iihh j ihiUirl raiiot nil fatty nrlrti 
a raw material for paints and speciality 
cqadaga, and 12 hydroxy stearic add. a raw 
materiri for lubricants and i « w Mv f ri r « The 
company plans to invest nearly Rs 22 crore 
in a castor project with 27jOOOtps capacity. 
Diversification into surfactants and agro 
processing la also planned at a coat of 
Rs 23 crore. The company spent Rs 10.3 
crow in eeaemch and development activities 
wmen incHHM mtocttfi fM a#vwopipcm 
of ratal bulk Backs, and core kind tensi ng 
device fir detonating fine. 
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cam and nstprofit fry409par pent. Though 
other i n com e was up by 33 per oeat. 
depreciation was down by 17 per cent and 
Interest charges by 10 per cent U did not 
hslp arrest the w or se n U g sfcaetion. The 
sharp drop in the profits is attributed to the 
dumping of L-base firom China. The 
company has been a market leader in the 
marketing of chloramphenicol, branded 
Parexln. To maintain its top position the 
comp a n y stashed iu prices resulting in a 
tefling decline in its bottomline. Exports 
of the company was up by 63 per com. 
while imports declined by 13 per ceat 
Debt-equity ratio of the company fell 
sharply from 140 per con in 1992-93 to 
SO per cent in 1993-94. Short-term bank 
borrowings to Inventories rose by 13 
percentage points. Saks to total assets and 
sales to gross fixed assets declined in die 
past two years by 15 percentage points 
and 97 percentage points, respectively. 
Net value sdded to value of production feU 
by 4 percentage points for the year. 
Remuneration to employees which was 
meady at around 60 per ceat from 1991-93 
rose by 29 percentage points for the 
year. 

The diagnostics division registered a 
growth in sales of 27 per cent for the year. 
A medium range analyser 'Autolab’ apd 
sdip-and-read pregnancy test 'EvcmTest' 
were successfully introduced during the 
year. The diabetes care division now plans 
to service doctors, pathological labo¬ 
ratories, hospital at select locations. The 
Mabad project nearing compietioo was to 
commence trial runs in August 1994. The 
7-ADCA project implementation has been 
deferred keeping ia view of the substantial 
fall in the selling price. The company 
in vested Rs 14 lakh for iu R and D activities. 
The department is in the process of 
developing technology for the manufacture 
of other bulk drugs from the basic stage. 

ORISSA INDUSTRIES 

Rise in Exports 

Orissa Industries (Oriad). exporters of baric 
nCracuirics has not dune watt for dm year 
1993*94. Net sales were down by 20 per 
cent, operating profit by 12 percent wd net 
nraflt bv 2 ner earn. Mil oroftl warn down 
hi the previous year mo. by 31 per cent. The 
gravity in the fall of net proOt was aorianed 
by tha increase in aflwr inc om a by 25 per 
Ml la tuatiaa by M par cam. 


by 31 par Cent. Debt-equity ratio fhraaM 
from 124 per cent in 1991-92 to t lOparoam 
in 1992-93 to 116 per ceat in 199344c 
Short-term bank borrowings to inventories 
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year. Sales to total assets and sales «o grace 
fixed asaeu declined by 31 peican u g t pclnu 
and l02ptnxntafepofaro.ifemingpertharo 
has been steady at Rs8 for the past two yean. 


in the past two yean. Nat 
value of production 
per cam in the past two 
incrcaaed by 5 


added lo 
at 16 


declining in the post three yean. 

The recessionary trend in fee nod mduMry 
forced many mini steal plants to op en e r 
below 40 per r a pac i t y n ffis gjm Hit 
was pnnurily due to the scarcity of scrap 
compounded by the increase m prfca of 
imported scrap. The nod industry being the 
major consume* of refractory product^ dte 
refractory iadusiry was aho affected- AbO 
hike in cost without correspoedteg increase 
in refliog price affected die a m nia * . Tha 
company atao faced liquidity cnwch- few 
off-take and strict inventory measure* by fee 
integrated nod plants forced I 
to cany high ia vearory of I 
The company plans to 
modernisation and expa n sion plan* by 
incurring an expenditure of Rs 65 own. 
wmnescaenietiinpiaManaevRpnnR 
Hke high alumina sh rou ds and dOfcatim 
bricks will be produced. The joint Stamm 
in Nepal. Nepal Oriad Mpgraafer la ala 
mnrfdin tmcc Refractory Contutantamd 
Engineers of Austria arc yet to sefaaiil the 
final report of the project's viabUby. 

— -X- - >1 - -a-- - 31-a 'j. Asm' 

wwer roe ksok ivpvnp Pi JPm 
Oriad Exports, i nr aq ran dud b 1992, has 

Trading Company 
c o mpa n y it to be 



formerly . by 3 pet cant The fcvilaad af C pat cam Tha 
* lOparotatdaailaniaaatsalmformeyw m by 42 par cent sridfe l wpe ita R wM ne d yam 1993-9* wbk ant i 
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1 Net rate* 

2 Vbne of production 

3 Other I name 

4 Total ktcaatf 

5 Raw saalerialaAaora and «pare* 


6 Other tnutafactariag expenae* 

7 Itwinminn to employee* 

8 Other expenra 

9 Opermrirng profit 

10 lateral 

11 Gran profit 

12 Depredation 

13 Profit btfart w 

14 Tex proviaion 

15 Profit afitr feu 

16 Dividend* 

17 Rwaiaed profit 


18 Md*ap capital 

19 Reaerai and (tophi* 

20 Loag ttn loan* 

21 Aom term loan* 

22 Of which bank borrowing* 

23 One* fixed elect* 

]| Aectnaaiaeed dtpredatioa 
23 iavemone* 

26 Teeal uaeu/liabilitie* 

27 Bxciee dnty 

28 Ora* vaiae v**"* 

29 Total fonga ex c ha nge incum 

30 Total foreigp ex c h a n ge outgo 


31 Tanwver ratio (tales to total aueu) (ft) 

32 falae to total net aueu (ft) 

33 Onto value added to groa* fixed 
aawn* (ft) 

34 Retani on lavertmem (grow profit 
lo total aueu) (ft) 

35 Groa* profit to tale* (gnu* margin) (ft) 

36 Operati ng profit to talc* (ft) 

37 Mk before tax to ulc* (ft) 

38 Tax p rovi ai on to profit before tax (ft) 

39 ftafil after tax to net worth 
(tarn on equity) (ft) 

40 Dividend (ft) 

41 Earaing per chare (R») 

42 Book vaiae per abate (1U) 

43 WE ratio (baud on latcai and 
ooneepondntg bet year'* price) 

44 Debt-apnly ratio (ad|a*ud for 
irvalaerica) (ft) 

45 Short (era bank b or ro wi n g * to 
invenioria* (ft) 

46 Saadry cr editor* to ea ndr y debtor* (ft) 

47 Total tvnaincnalon to w np to y te* . 
to grow vaiae added (ft) 

48 Total rcttKMcmioa to employee* 
to value of production (ft) 

49 Qrou fixed aueu formation (ft) 

;50 Growth m inventorie* (ft) 
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7592 

5641 

6311 

7743 

9786 

9070 

6913 

9896 

6345 

8276 

7719 

5662 

6291 

7775 

10260 

9188 

6993 

9896 

6345 

171 

155 

205 

154 

781 

621 

62 

100 

92 

IIS 

8447 

7874 

5867 

6445 

8556 

10881 

9230 

7095 

9988 

6440 

3541 

3230 

1866 

2587 

4328 

6593 

5757 

4500 

472* 

357 

522 

284 

1460 

992 

640 

637 

712 

508 

0 . 

0 

1998 

1924 

1158 

1011 

947 

880 

678 

340 

1262 

«4 

1376 

1729 

1271 

1242 

1871 

1892 

877 

644 

' 3184 

2741 

1010 

707 

112 

613 

770 

879 

1226 

903 

3070 

2448 

543 

535 

328 

365 

504 

531 

542 

390 

1970 

915 

500 

650 

-221 

243 

295 

378 

694 

535 

3395 

2905 

174 

193 

70 

85 

92 

98 

189 

183 

1775 

II19 

326 

457 

-291 

ISX 

203 

280 

505 

332 

1620 

1786 

0 

0 

0 

64 

34 

107 

155 

90 

0 

0 

326 

457 

-291 

94 

169 

173 

350 

262 

1620 

1786 

101 

75 

0 

26 

45 

45 

62 

32 

997 

806 

225 

382 

-291 

68 

124 

128 

288 

230 

623 

980 

629 

629 

353 

173 

202 

202 

357 

128 

3533 

3347 

2148 

1923 

1473 

954 

777 

692 

2135 

1262 

3378 

4850 

1210 

1313 

925 

1579 

1139 

983 

1773 

1672 

16965 

12887 

1742 

1660 

1437 

1429 

1630 

1921 

1348 

1047 

2220 

2371 

1683 

1660 

1283 

1200 

1630 

1921 

1094 

890 

0 

1445 

4054 

3920 

2851 

2145 

2242 

2186 

3853 

3311 

31620 

24689 

2298 

2174 

654 

592 

1268 

1137 

1160 

977 

3024 

3250 

1393 

1130 

1059 

1111 

2728 

2767 

1734 

1403 

0 

0 

, 7985 

7654 

5531 

5400 

7164 

7026 

7067 

5358 

30303 

25786 

0 

0 

464 

502 

1239 

1535 

1249 

813 

0 

0 

3011 

3526 

1290 

1676 

I77> 

1822 

1979 

1313 

6859 

6034 

516 

438 

363 

239 

1422 

988 

211 

611 

0 

0 

188 

149 

1089 

1253 

1456 

2284 

681 

736 

0 

0 

102.4 

99.2 

102.0 

116.9 

108.1 

139.3 

128.3 

129.0 

317 

24.6 

142.7 

137.4 

134.6 

132.6 

206.6 

157.5 

161.6 

168.2 

35.2 

27.1 

74.3 

89.9 

43.2 

78.1 

79.3 

83.3 

51.4 

45.7 

21.7 

24.4 

6.3 

8.5 

-4.0 

4.5 

4.1 

5.4 

9.8 

10.0 

11.2 

113 

6.1 

8.6 

-3.9 

3.9 

3.8 

3.9 

7.7 

7.7 

J43 

45.8 

12.4 

9.3 

2.0 

9.7 

9.9 

9.0 

13.5 

13.1 

51.2 

38.6 

4.0 

6(1 

-5.2 

2.5 

2.6 

2.9 

5.6 

5.1 

16.4 

28.1 

0.0 

0.0 

0.0 

403 

16.7 

38.2 

30.7 

25.6 

0.0 

ao 

11.7 

17.9 

-15.9 

8.3 

17.3 

19.4 

14.0 

18.8 

18.2 

21.8 

16.00 

12.00 

0.00 

13.00 

22.00 

22.00 

35.00 

35.00 

28.00 

28.00 

5.18 

7.27 

-8.20 

5.43 

8.37 

8.56 

9.80 

20.47 

4.58 

5.34 

44.1 

40.6 

51.5 

65.1 

48.5 

44.3 

65.3 

95.8 

252 

24.5 

13.5 

12.4 

-11.6 

24.8 

19.1 

3.5 

20.4 

10.3 

6.0 

6.7 

43.6 

51.4 

30.6 

140.1 

1163 

110.2 

76.0 

136.4 

1903 

1573 

120.8 

146.9 

121.2 

108.0 

59.8 

69.4 

63.1 

63.4 


«» 

64.5 

61.N 

93 0 

84.6 

89> 

88.3 

69.8 

•9.3 

to- 

to 

66.4 

34.6 

89.8 

60.3 

33.3 

48.3 

343 

35.7 

IM 

15.1 

24.1 

24.9 

20.5 

16.1 

112 

8.6 

7.4 

7.7 

118 

34.4 

3.4 

0.4 

32.9 

17.0 

16 

7.6 

173 

38.6 

28.1 

136.4 

23.3 

17.8 

-4.7 

-03 

-1.4 

152 

234) 

35.0 

4* 
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company. hpertafcMhyJte 153 cm (63 
pe: cent) and impmta by ■» W«w*(W 

100 fir Mails 19*1-91 to ! 20 par cant 
in 1993-93 to 71 par Mat hi 1993*94. 
Orowdi to tweasttaMi wa* down by 12, 

I..aMpjpnlli fiardtoyenr. On* saving 

io grqes capMal formation row aeadily is 
the pax t S wy MnflwiSporccww 19*1- 

92 to IS pnroato in 1992-93,10 32 per oeM 
in 1993-94. Mm to tegai *«** decHood 
from (31 per cm is 1991-92 to 139 per 
cent He 19*2-93 to 12S per amt is 1993- 
94. VMfe mIm to fron fixed uieU 
incroaied frost 202 par eest is 1991-92 to 
201 per eest in 1992-93 to 235 per cent 
in 1993-94. Rem un eration to cfqployees 
hu been steady X 34 percent-in the pact 
three year*. Banting per there declined 
from Rt 23 in 1991-92 to 1U 20 in 1992- 

93 to IU 9 in 1993-94. Short-term bonk 
borrowtaga to inventories we* steady at 63 
per cent for the post two yean. The 
packaging division increonod ito turnover 
by Ra 21 crere (42 per cent). To improve 
the product taupe, it hu upgraded the 
quality of ra pto rial for paefcagtagtea. coffee, 
milk powdere esd liquids. The paper 
dlvtiioo condonedto perform well with its 
production of tnow-white deluxe and 
costed board to meet theta-house demand 
for paperboards.The divtitaa's production 
of corned paper board* baa helped the 
company in improving the quality of 
canon produced. The machinery dta- 
sioo’a turnover in crease d by IS per cent 
with exports registering Rs 1.41 crore. The 
division hot alto developed new auto¬ 
matic Mehta** for vacuum packaging. 
Stdharth paper division grew by 30 per 
cent for the year. With the expansion of 
production cepncwyat. per the rehahilnu- 
tiun package approved by .the 8IPK. the 
division is now showing consistent 
performance and ha* also started to make 
profits. It* apnctathy paper ha* shown a 
ruing denuntd. 

The throat ia.on toe devsiopment of 


VAKUN SHIPPING 

On Foil Steam 

A DO Ktuuxu group co m pany. Varan 
Shipptag isengagad tawing en d ope rati ng 
ships on both time charter and t ram pi ng 
basis. The company has shewn mixed 
performance whh net sales going up by 53 
per cent and operating profit by 107 per 
cent, but net profit ha* da dianri by 9 per 
cent. This can be attributed te the 20 per 
cant decline ta other income and in non¬ 
operating income by 7* per cent interest 
charges and depredation were Mgh by 115 
percent (Rs 10.35 crore) snd by 54 per cent 
(Rs 656 crore). respectively. In 1992-93 
the company was able » cancel forward 
contracts entered into, to hedge its fo reig n 
exchange exposures. Since dating that year 
the rupee depredated, it wss able to make 
profit*. In 1993-94. the rupee remained 
stable and this was not possible. Loans 
Aon 1PC to the tune of 115 mil Iron and 
frum SCK3 of $ 22 miUion. to finance the 


?B per cent. Debt-equity ratio DmtirMd 
front 169 percent ta 1991-92 to 1ST per 
cant in 1992-93 to 190 per cent in 1993- 
94. Sondrv cr ed ito r s *6 entrant aaeets tod 
fluctuated from 29 per cunt ta 1991-92*0 
35 per cent in 1992-93 to 26 percent in 
1993-94. Sate* to total arums and sale* to 
gross fixed a re a* tac res md byg ptree a ta f s 
potatsand 5 percentage points, respectively 
for the year Earning per tame fed 
meniiiffjr Net value added an value of 
production fluctuated from 44 per mm in 
1991-92 to 77 per ceM in 1992-93 an 51 
per cent in 1993-94. R eraun ereflan to 
em ploy e e* was up by 3 pe r cent a ge potata 
for the year as agataet 15 per con ta dm 
previous year. Storting initially with 
operating petroleum products tankers. 
fhf Hii r g i and HH rf f oM tMkcn ipd off* 
shore supply vessels, it exp M d e d its 
activities tato dry bulk cargo mov se ue tas , 
k also possesses one of the youafeet fleets 
in the country. The govoniaMat’r 
amendments ta the provisions of dm 
Merchant Shipping Act has node it entire 
to sac ore foreigo curre ncy 1mm from 
foreign financial institutions an maro 
attractive terms. The c ompan y plans to 
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being Amui and BBLtL Also with the 
introduction of eddita ail cations ta the 
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Mice as Film Censors 


AGNntmI 


The Censor Board of Film Certification, by referring to the police the 
film Bombay on the ground that it dealt with a sensitive event, has 
made a mockery of the law. 


m r mpftuim ipmwv v|, i 
jKflWwUtt flf AilH> of MMjOilli'' 
proqessioos or t h reat s ofsMipee-.";. 
state cannot plead la imWky to J*K 
the hostile sudieoc* problem. it it. 
obligatory duty to present# aodprost 
the freedom of expression. Tbit to 
law at laid down by the Supreme Gou 
A declaim which flouts the nitiag 
unconstitutional. 


IT is bad enough that the police are made 
Judges of dramatic performances and the 
custom* of literacy works. We have now 
reached a stage when the police authorities 
are accepted as film censors. The first two 
cases conform to the law, although it is 
unconstitutional. The last, however, is in 
violation of a statute, the Cinematograph 
Act, 1952, as amended. 

The frets of the instant case are set out 
in Seems StalM's two reports in Mian 
Express of January 8 and 11. Apparently 
“five top-ranking police officials have 
been deputed by the home ministry to 
decide if Bombay in fact for public 
consumption” (sic). 

The film. Bombay, directed by the famous 
tarector, Man! Ratnam. is based on a love 
story bet w e en a Hindu boy and a Muslim 
gill which unfolds during the riots that 
set the city ablaze in December 1992- 
Jaanary 1993. Its theme is amity, not strife. 
It has been made in Hindi as well as in 
Trail. 

The Revising Committee of the Censor 
Board of Film Certification constituted by 
the Board's chairman Shakti Samanta 
viewed the film on January 6. "along with 
some top home ministry officials including 
additional director general PSRamaswamy 
and certain crime branch officials 
previewed the film". The CBPC’s regions! 
officer said on January 8 “No decision 
has been taken, we haven't made up our 
ntads yet” The film was due for release 
only six days later. Scema Sinha reported 
“Mr Samanta said the Home Ministry’s 
opinion is being sought because it 
involved a sensitive issue. The incidents 
had oc c urred in Bombay, some interference 
from the state governme n t was inevitable, 
added the regional officer. 'We have to 
take in to acc ount the law and order aspect”. 


days. 

*We could have passed the film without 
the government's involvement but why 
take the risk? Tomorrow, if some problem 
occurs, police might turn back and say wc 


disturbance, we are taking precautions,' 
explained a senior CBPC member, 
requesting anonymity... 

Portrayal of Shiv Sena chief Bal 
Thackeray (played by Tinu Anand) in 
Bombay might be a subject matter of 
controversy as the character was very 
strong, felt the senior CBPC member. 
According to the correspondent's report, 
on January II, the officials passed the 
buck, predictably enough to the chief 
minister. Shared Pawar, and a senior CBPC 
official told her. “The government is not 
very keen on taking any decision 
immediately”. The city police commis¬ 
sioner, Satish Sawhney, “felt the film 
was not fit for public viewing, and that 
its exhibition involved risk”. Risk of 
what? The Sena's violence, of course. 
The actor, Tinu Anand. who played the 
role of Bal Thackeray said “The dia¬ 
logues are a direct lift from Thackeray's 
speeches". 

That apart for two good reasons any 
decision based on police assessment of 
the Sena’s threat will be utterly uncons¬ 
titutional. In fact tne process has already 
been initiated. Pint, it is impermissible to 
delay, let done refuse, certification because 
of die fear of violence. A decision which 
is based on this legally irrelevant consi¬ 
deration is bad. In law that consideration 
is, indeed, irrelevant as the Supreme Court 
ruled on March 30,1989 in S Ranganyan 
vs V P Jagjeevan Ram. 

It concerned the Tamil film Ore On 
Cramathtie. It was granted U certificate 
for exhibition but on a writ petition 
challenging it a division bench of the 
Madras High Court quashed it. The 
producer moved the Supreme Court The 
film, which concerned the reservation 
policy, won the Natiooal Award at the 
film festival held by the government of 


question; “What good is the protection of 
freedom of expression if the stats does not 


The second ground itoquafiy incbntr 
venihle. The act confers discretion on 
authorities it asts up. They cannot stages 
their tatties and function* in favour 
others be they the police or the Chi 
minister. Section 3 of the Act sets up 
Boardof Him Certification “for the purpo 
of sanctioning films for public exhibition 
examining committees consisting of « 
whole-time member of the Board and w 
assessors; and. revising commiutx 
consulting of the chairman, one wbol 
time member and one honorary member 
the Board or the last plus two whole-tin 
members. 

Explicit provision is made for outtu 
assistance in the form of advisory pane 
by Section S - thus ruling out extr 
constitutional or extra-legal ‘assistance 
The Board may consult only thei 
panels. 

Section 7c is of no avail. The Board c 
"require any film to be exhibited before 
or before any person or authority specific 
by it in this behalf’. This may be done on! 
“for the purpose of exercising any of t 
powers conferred on it by this Act”. Tin 
the powers are to be exercised by the Boai 
itself in its discretion. Section 7c 
applicable also to the central govenune 
and to the Appellate Tribunal which is 
quasi-judicial body hearing appeals froi 
the Board's decisions. 

In the present case, admittedly th 
government’s opinion has been sough 
And the decision has been withheld whic 
proves the abdication of statutory powi 
vested in the Board. The Bond and « 
chairman. Shakti Samanta. have made 
mockery of the taw. 


Subscription Numbers 

Subscribers are requested to note 
their Subscription Numbers 
mentioned on the wrappers sad 
quote these nujnbers ' when 
corresponding with the ctrcolttson 
department. 


didn’t seek thei r Op ini on. Though we cm 
stop a film’s exhibition if k creates 


take care to pro te ct it?” If the film is 
-snrhjf rihm i Hf snd cannot constitutionally 


he said, adding that the government s 
‘expert opinion' is expected within seven 


India. 

The Supreme Court was “amused yet 
troubled” by the stand taken by die Trail 
Nadu govenwnem and squarely poseft the 
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Thereon several drafts of a *national rdiabUitation policy’ prepared 
'y the. government in ‘private’ circulation, and critiques have begun to 
appear, This note seeks to contribute to die policy debate and suggests 
then *hat is needed is a national displacement policy. 


THHRB we, at the moment. two or three 
versions of a draft 'national rehabilitation 
polky'to'privaie’drcalJtiooteil^camiry, 
■repered by different ministries in the 
’ ovarnawot of India. The circulation U 
-private’ only became the government in its 
usual infinite wisdom has chosen nor to 
wbUdyctoctiiata them, and indeed hat even 
marfcad one of the more recent versions as 
■secret*.' Concerned pwyle have Myro w* 
copies of more of (he versions, and 'private* 
circulation, study, and is presently 
taking place around them in the country, in 
the public interest. 

Sna re us ef u l critiques have already started 
to appear.'This document tries not to cover 
the same ground but rather to open up some 
other questions, beyond the question of 
'rehabilitation*. In the course of doing so. 
it has beoome necessary to engage with the 
critiques, with some ideas which emerged 
earlier and which seem to have strongly 
influenced the current draft policy, and also 
with some current attemper in civil society 
to address the draft policy. This note has 
been p repare d towards a public debate on 
all thaae doc u ments and on this whole 
raccas, aad towards what this paper suggests 
should be a national di s placement tend not 
merely 'rehabilitation') policy. 

Bacmoound 

First, some comment* on the draft 
rehabilitation poticy: 

The government of India has been 
responsible tot the forcible uprooting and 
displace m ent of some two to live wrote 
CHizcMOf the CCNMUy llncc ifMhT p fM ttfKY. 
in the name of what has been called 
'development Bjrewjaa* and it hes ensu red 

s wr^w *s nonow ovs^^w ww 

the satisfactory rehabi li ts ti oo of oaiy s small 
minority of this total numbor. This number 
of pBOpii pcnMMsody oprooiod from rtwri r 
hornets it qpai to or larger t^t^t^t t^t^t 
.mpulatkm of many major sovereign 
countries. Ovordre past three to four decades, 
dm reco rd h a s b ne a the subject of num ero ut 
forests by thoee affected. increasingly 
militant mbwmcti. and wtonomingljf whir 
tpectramofcriti cism and o ppos it foa( th ough 
more Dsn within dvfl snooty than Aum 
■oitticai patina). The 'eecrat' draft policy 


in hand starts out by recogtisiag that under 
the current regime of the so-catiod ‘new 
econo mi c policies', the state will want to 
take over laid even more intensely and 
therefore will be displacing people with even 
greater intensity. 

Bver since the World Bank was forced to 
undertake its own worldwide review of 
‘ituohmtary resettlement’ in iu projects 
(World Bank 1994], to a Urge extent 
because of the campaign around the Narmada 
project, it has been heavily pressurising the 
governme nt of India to come up with a 
national rehabilitation policy. Unusual for 
apolicytevenara draft stage), this document 
recognises the pressure it faces from 
movements. The government seems to be 
admitting that it is caught bet ween conflicting 
demands-and that it itchuosing its economic 
policies and iu backers over the people 
being displaced, which is only consistent 
with iu policy directions so far The intent 
of this draft should not be mistaken, yet the 
recognition of the need for at least some 
policy in this area should be welcomed since 
it vindicates people’* struggles in an 
important way. Any critique of the policy 
should be dorse with the understanding that 
it is a beginning. 1 

There are important aspects of the draft 
which can be welcomed and others which 
must be condemned. As a whole, the 
document is striking in certain ways - at 
somepoinu it speaks ihe languageof activists 
and movements dearly and is unusually, 
candid. Precisely because of this, it is a 
d o c um ent that needs lobe read very csrefoBy 

Posmvr Ptwvrs 

Let us take the 'good* potass first. What 
must be comma n ded U the candidocss of the 
authors in regard to die forces that caused 
ihe draft » be prepared - in short, the mih- 
lancy of the psopie of the cooasry and in 
particular those wire have been and are being 
* and the growing collaboration 

between the people, act! wart, the press, and 
the judiciary. BquaQy welcome is tbc btuns 

violation of poopin' s most fundamental 
rights, both noder the Canalietioa of tie 
country (the right to settle and reside 


anyuhs refetieco u^,A if)d O)»0)and 

-—* t* f_ ua-dJhu a 

whoheva been (and are ufflhring) riiii aland 
bv diiiilioMBCit la thi omairv. aid Aa 
acknowledgement of the speciathisMy and 
conditions and oflhespeciri rights of erRaja, 

are also very welcome; as is the principle 
of special provisions aad c on ce ss io ns made 
to tribute Mag displaced. What would have 
made this admission even more aeatingfld 
is the recognition that ijjifiarimiaot is * 
violation of the right to life not only ofiribsls 
but of ail citizens, and that corns in dm 
country hove widely bddtMs right to include 
the right to live with dignity and abo due 
wherewithal to do this. 

The draft also makes very dear tiat aw 
equally important concern is dot ’boar' 
national organisations* have taken up tie 
question, and the fear tiri miibilatrral 
d e velopment banks “might withhold tieir 
toons'*, given the gover nm ent’s record and 
tie lack of policy in tie area, if dair ana 
"concerns” in these areUs are aot addremed. 
While confirming tie stories >hnd sting 
scout pfMRtft from hk wono iiiw, on 
gives a very different angle so dm p olicy : 
die argument justifying this position ht alas 
very valuable - that it was tie Worid Bad: 
that withdrew from funding tie Saadar 
Sarovar (Narmada) project, and not dm 
gover nm ent which withdrew b ecame of 

{mAfrh ]■ Mpfg tif 

government and iu apologists have tried Id 
maintain). Tins admission only co nfirm s 
what is already widely believed, and.is 
therefore my we l come indeed. 

Beyond this, there are several other 
important recognitions: 

< l»That people being 'dnpfacad* are being 
“uprooted from tie soil”; t 

(2) That “there should be no driptiemanut' 
without rehabilitation having bnna * 
completed"; 

(3) That the situation being aflheaadin reach 
wider than just the Iocs of land by times meat 
immediately affected through load 
acquisition; 

(4) That those who customarily live an toon 
land andfor who have msmre aty ligB t» 
common propotty resources, and who base 
so far bean lab ell e d tnc w a chw s* by dm 
p ro per ty o rient e d le gal system, are tn reality 
aot eocroachers and are lobe tscaaedm the 
same way as tione who turns pagan la 
property (the only thing minting is tie 
anfaatilntian of a more vaM Sana): 


(5) Tbadtepiacod people should have a say 
in what happens to diem, in particular by 
having rep res entatives on the lapb 
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Three areaft rasp* in the rightdirection, 
md* the wtohmim reflect the influence of 
fNftHb md ddfl i od t that htvo bee n pot 
lltiirerirepetiBdfybyoutshteotgaiiisatioii*. 
those preaeady resisting displacement, 
vohmtary orfMMsatkxn and researchers, 
over to part two to three donates Equally 
wttomeis the idea of'total rehabilitation', 
Md the positive raeognMon of the input of 
activist* and action groups, and that 
•voluntary a cti on groups' should also be 
represaatidonthe ’plMhapteuaniationaod 
a so mt o ria g committees'. Though the thorny 
' gualoas of who decides who is to get on. 
and bow this is to be done, are not addressed 
ta this draft, the direction and the apparent 
intentions are comet. 

In abort, what comet through strongly is 
that the autbor/i have learned from the 
experience of the past twodocades of struggle 
and dtinae across the country around concrete 
tknodonaof^placement, and retatedforums 
and meatings. and have alao tried to absorb 
mi reflect tome of these lessons in their 
draft liar a national policy. Given several 
doaaiiaBreitias in wotdhv.it is in particular 
dear tint at least one of the sources of 
i afl uaa ut has been m important initiative 
that was taken by some movement 
organisations and voluntary groups in die 
■dd-lMOs towards a notional rehabilitation 
policy [National Working Group on 
Displacement I9S749]. 

WhySbcmcy? 

Given aft this, the feet that the policy 
drafts have hot been made formally available 
tocoaceniod groups for their comments, and 
that tiuy have instead been circulated either 
a nony m ously or label led 'secret', badly 
spoils the above record established by the 
a u thotf s fat themselves (notwnbsunckng any 
g overnment rales or conventions in force; 
if this is their argument, then the rules need 
to be changed^ These groups range from 
organisations of o us te r s from projects ot 
metier decades, such as the Pong or Riband 
dans, or current anti-displacement moves 
moan inch as the Narmada BachaoAadoisn 
dr (he Notarial Sanghsrsh Sanuti and so 
many others, to the many organisations 
and individuals concerned with 
e n v iro n m ental and human rights who have 
es tablis hed crack records of raising and 
pursuing important related questions in the 
pobik (mere st 

How long is the government going to go 
on trying to pretend that such m ovem en ts 
ro d o rgan i sations and their effortsare merely 


documents should therefore be kept away 
from them -when their own policy drafters 
are acknowledging, as m mis draft, the 


are dot msrgtint but 4g 
democratic mewrmsiust an 
of information and poWJc debate aid 
pans of a democratic polity? How long, 
moreover, is the gove rnm ent going to go on 
■dying one thing in international meltings 
(that it is taking the movements into 
confidence) and practising another within 
the country? This is s central question, and 
not a marginal one. in any public and 
de m o cra tic process. If this is the govern¬ 
ment's policy in terms of their practise, then 
this whole rehabilitation policy should he 
regarded a* burkumand should be dismissed; 
because its foundation, and that of ait public 
policy in ■ democratic state and republic, 
must be the government's partnership with 
and subservience to the people. 

The secrecy of the government in this 
instance, and this continuing tendency on 
the port of the government, need to he 
unequivocally and thoroughly condemned. 
More particularly, the demand must be placed 
that this draft of the rehabilitation policy, 
all earlier drafts, and ail subsequent drafts, 
be placed in the public arena; that following 
this - Md not on the basis of drafts that are 
secured informally or leaked, a national and 
public debate be initiated around this policy. 
and before any thought by the government 
of finalising it; and that in general, the 
continuing policy of the government to 
remain secretive, be abandoned in favour of 
more open, transparent, and consultative 
governance. 

Some Punts Towards a Poston 

We now wish to put forward some points 
towards a poaition on the national 
rehabilitation policy (DNRP) that is being 
drafted by the government and to suggest 
that we need to move beyond rehabilitation 
to look at the more fundamental question of 
displacement itself. 

We propose that the fundamental principles 
underlying any policy in this area, in 
accordance with Art I9(l)(e) of our 
Constitution, guaranteeing to people the 
•freedom and right to settle and reside 
anywhere in the country, and also inter¬ 
national law. and which is acknowledged in 
the DNRP itself, must be somewhat as 
follows; 

(I) “Every woman, man, child, and also 
community, has the following inalienable 
rights and freedoms: 

(1) To have a place to live in security and 
dignity, including access to livetibood that 
they themselves can sustain; and where the 
term 'security' refen to legal, socials and 
e nvironmental security; 

(ti)To stay in their place of dwefting and 
not be i n v olu n t arily di s placed or resettled, 
except under conditions of declared 


wjja 



aenm 

principles for die policy as a 
subsequent sect ions must be made 
wfthr the spirit and wording of flfts 
introduction. A sun to recognising softie, 
but hot all. of these principle*, has him 
made m the country-’* National Hooting 
Policy, prepared during and so 

their tnduskm in the country's rsh sfeil it atiao 
policy would only be continent with and 
carry! ngtbrwurd.s direction already inkiated 
by the government of India. 

There wdltiso need tobeanac cora pntigf ng 
second paragraph in the pre ma ble: -V. 

(2) “If the state, it any point in time, btilevet 
that Jt is necessary in some larger pnbHe or 
national interest. th*t ; people residing fa« 
particular area should move and mettle 
from that area: 

(i) It must make clear the nature of the 
larger interest to the -people to bo either 
diroctiyor indirectly affected by the proposal, 
in tnuimen which the people so affected 
would dearly be able to understand, and also 
publicly and nationally declare the proposal; 

(fit If those required to move deettnt to 
do so. there must be a due process available 
for public enquiry and adjudication, such fe 
a sitting tribunal made up of independ e nt 
citizens of standing, for disposal of the issue. 

liii Ilf. beyond the decision of the tribunal, 
the state still wishes to pursue the matter ot 
displacement and resettlement, the only 
recourse left toil will be die declaration of 
a state of local emergency and suspension 
of the civil liberties of the people affected; 

(iv) In case of a decision by the tribunal 
directing the dwellers to move, or in Ac case 
of declaration of emergency conditions as 
provided for in < iii I above. the dwellers will 
have the right to total rehabilitation’, 
implemented in such a manner that principles 
1 (i) and (iii) given above still apply and 
so that they, economically and physically, 
move to an improved resource base and are 
able to achieve a higher state of existence 
that before being moved: Md the state will 
be bound to fully recognise and implement 
these provisions before My physical act of 
resettlement takes place.” 

DnSLAC^MBST AS A GEN9RAL PtKXSIS 

The question of displacement of people 
from their habitats, and of their possible 
refaabtb«K>n.trmj|vei modi larger question | 

dm the somewhat technical qu esti o n oil 
•resettlement' orevenrehsbilltatiretMBCiafl 
view, the larger questions torinde at learffl 
the following: 1 

- Why should people have to suffer whx® 


Economic and foffticsi worthy 

' *. t jrit 
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unwfartty part of ’davcJapmnT? l/n 

- Thelaoroa and foada me n faJ insecurity 
th«i fof tytaored wparfeac* on being 
diiptand from their environment* - front 
their itoOM io the wofUT. ftwnHves and 
mertinf livelihood that Huy know And ean 

itxm^vt4rt^n«pe-a«loften being thrown 
into altoo environments which (hey do not 
understand and which are devoid of the 
symbifo that givoihem security and meiijmtg; 

- The toss of soefal identity pad autonomy, 
the dfacriminulion they suffer in new and 
alien snvinmroetxs, and the economic and 

’' social dependence and even bondage they 
are often forced into a4 a consequence; 

- Implicitly. the question of social, economic, 
and political marginalisation from (or 
integration’ into, depending oo one’s point 
of view] the mainstream: 

- The toas of their basis of material, and 
often also spiritual, subsistence that usually 
takes place. 

These are not mere subordinate questions: 
they are among the fundamental questions 
of life, community, and society, and the 
debate around the DNRP must therefore be 
recogmtedaslivludingquesiiuns of national 
development itself The force and relevance 
of these questions is only made stronger 
when it is recognised that m India, the brunt 
ofdisplaoemem and appropriation has always 
been borne by those sections that were 
historically otherwise dispossessed, mar¬ 
ginalised. and oppressed, in particular the 
mbals and dalits. To it* credit, the DNRP 
does rinse tome of these potnts and to some 
extent, does attempt to address them, but 
only irilbe mast technical manner and without 
carrying them through to their logical 
conclusion. 

While displacement a* a requirement of 
large projects has undoubtedly caused 
enormous trauma in the country as a result 
oi ttw model of development chosen to bring 
about economic self-reliance, it is vital to 
recognise that 'displacement' has not taken 
place only a* a consequence of'projects’ (or 
only tbrought!* process of state acquisition 
of land to which the DNRP ines to limit 
ittttD. H is also very much a pan ut other 
livimafplaniasdandunplaiineddevekipmeM 
in general, and in particular of the unt uidiag 
of market forces: It could even be said to 
■e a requirement of the market economy. 
Under the regime of the .so-called 'new 
economic policies' currently in force, the 
*<kcu of expropriation and displacement 
b getting more and more intense, with state 
md central governments, and private and 
l Mb, K wtwprite. In cunqxrmoa to mi op 
ftt* projects pod new townships and to 
"wdemfae’ MksUag ckms. This reality is 
foxogniaed by foe pNRP Mdf and was 
"M«ed ht reevrt t ma re fo r t h rig ht m a twtr in 
F* previamttylhthoBwatMtltkro n;fonugh 


Jtrokda £fatty tin dda fa-ruMMC fa ieae 
Mefotha.fotoM. whereas foe restyle diet 

the fotcroty fa already dfth re. reeb m hi 
West-Bengal with foe Uft Freni govern¬ 
ment's *«ew industrial polity'. 

TheDNRPgtvesi conservative esdnwse' 
of 163 lakh people dfaplaoedby large projects 
during the period 193143. According to 
critics, the figure for 1931-90, I* nearer 213 
lakb [Fernandes endChwicqJl994]. but this 
estimate is for large projects atone; it does 
not seem even to cover tii kinds of 'Large 
projects’; and it teems to refer to rural areas 
stone.* Wethereforc propose that the actual 
count of dUptacefoatt m ic e j mfap mdeict 
is in fact much larger, let us conaervativeiy 
take a round figure of 230 lakh. for all kinds 
of projects, since ind epen dence. 

In terms of urban areas, as is well known, 
displacement and evictions of dweliera is a 
very common phenomenon, both project 
and non-project. This is sometimes through 
forme) processes of acquisition of land (such 
as for large planned projects by the 
government or public sector), but often it 
is not - such as in the care of private real 
estate development, including through 
physical coercion. Significantly, it is often 
a direct and indirect consequence of the 
construction ol roads and other ’civic' 
infrastructure, since these actions lead to 
increased accessibility or desirability of the 
areas serviced, thereby raising land prices, 
neon. etc. and creating pressure on existing 
occupants to vacate. These welt known 


’MforefoforlJSBPfafatoeiMBtoMto 
fafttiMMt. Based on crude esthMMs, k mag 
not be out eTptace to project fort reasa IB- 

Kin mriolft Atftv Imm bm Atflieti 
la urban Md urhaaiting areas owfofhv 
jince independence, bofo dtreedy 
and iodboctiy. If (Ms figure fa accepted - 
only for the artcc of dfacuttfan > fofa gfore 
its a total figure of those dfa p lno a d rtnoa 
i n dependenc e , nearer 350-550 lakh. 

The DNRP awkes a point of renngnfafag 
that it is tribal* who have hfatoricaily beaa. 
red are stiB being, especially victimised by 
dipliomMt « #^ 1 tadtoodL by 
meat*. At the same time, h oweve r, tf fa 
iaporiaot to recogaiar fort dfapticsroroi 
also se v erel y affects other sections In to 
country, including agricultural labour 
(dominantly dalit). fit h we rfc e rs . amok 
peasants, and the urban labouring poor, fa 


tome ways, wtwt ts 
‘Informal sector’, in 
areas. These sections 
by the DNRP. and if indeed the a greed talk 
fa to took at the larger p h enome no n of 
displa c ement, then k fai 
process of detun e and policy i 
ilto take tout aco 
(ben particular chnracterirocs. 
and any debate must centrally mrohcl 
Thus, wfaaa fa needed today fa i 
t national ‘refaabilitaiioa’ policy, but a 
national displacement policy, of which 
'rehabilitation' it only one part b fa oho 
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s pari often 

' Out has son* tow chosen fur die causey, 
aad eot at an Mated pveat at k tends to 
be oHtatoQd. This wilf necessarily raise a 
wbateteries of question* Most particularly, 
ii raises the point that it is the model of 
developmcnt'Choseo and being practised in 
the country today thatisleading to the trauma 
we see all arotind us, and about which the 
DNRP expresses so much anguish-a 
model (hat is capital* and energy-inten¬ 
sive, extractive, discriminatory, waste-gene¬ 
rating and non-regenerating, power- and 
wealth-centralising, andcotporate in nature. 
It is not that wealth and prosperity are not 
created through this model; it is a question 
of how it is created, of what are the coats 
and who has to bear them, and what is the 
(fistribution of benefits. Every one of these 
characteristics demands that displacement 
takes place in order for it to realise its full 
potential. A 'human face’ on these processes, 
now being promoted by some as a way of 
latacsting the pain, cannot do anything to 
rede em Its essential features. We in India, 
and similarly others across the world, are 
faced with the costs of this particular model 
that aome have chosen on our behalf. It is 
our belief that we need to reconsider this 
model itself, in favour of a labour-intensive, 
low-energy, regenerative and waste- 
conserving, and decentralising model of 
development. The displacement that has 
taken place and that continues to traumatise 
minions today, and that seems now to be 
cauting the government so much anguish, 
are merely the internal contradictions of this 
modeL To address them seriously, we in fact 
have no choice but to address the model 
itself. Till we do that, we must accept that 
any ‘national policy’ we can define, is only 
. done within this framework and the limited 
possibilities that it offers. 

.Notes 

ITUs note has been prepared by Jai Sea of the 
NCHR (National Campaign for Hooting Rights), 
oute r ba si s of d toc u tti oa s with Bcnoy Ba n tt je e 
«f MSB and Raimi Dasgopta of Arsayak. In tee 
first tenants h was prepared far a fair meeting 
on tea policy ia West Brngsl, held on I marry 
13. iwhbteacfcaowtodpeteccotntaeMs I received 
hear Bern* Baaarjce aad RjM Dasgupre. and 
aim my data to Walter P ere m tde s for the vital 
work teat he aad his colleagaes have done to fids 
asm and far tee away documents he has node 
avafisMe to an.] 

1 Government oflndia 1994b. This it evidently 

ai tvii o d vrfikm of m earlier Moavflmi 
md also andassd draft ( 1994a): core pr a i aen 
shows Ihanavrtal of tea morel 
historical statomaar* were defend s 

pototoadded 

•, 2 A wa&atcria qaeof wha t seeaM to be the) 
i; Vend Chstteiji 1994] 
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j to tea 

preaam pomade* 

W hath e r tee cement difta is not yet char. 
Hwm suitor experience, how e ver, it is cisar 
that tea government has no probtosm is issuing 
mo re than ooeveoioaofdtoir •draft’do e w aoat r 
at tee same time, soactimot. it ‘seems, to 
i their different audiences, i e. foreign 



ad domestic. 

I At the national leva! - some states have 
rehabilitation policies, ad op t ed in psrtbocaasB 
of prenaie by popalar m o v eme n ts (such as 
Gajaret); some even have statutes (sack m 
Madhya Pradesh and Maharashtra). 

• The cont en t of stoat of these proposals has 
been most elaborately developed to tee cowae 
of the country-wide debate initiated during 
1986-92 by the National Campaign for housing 
Rights (NCHR). around a People's BID of 
Hooting Right*’.The conctatkne of this round 
of defame we r e p u l fo rward to acvcnddoco w e n tt 
published by the NCHR daring 1988-92. and 
have oUo been btougbr together and espresaed 
in legal form at a proposal for s constitutional 
amendment and a draft statute, in ‘Housing 
Rights BUI’. July 1992. 

It teems from both the draft and the 
Fernandes-Chatter)i critique that only the 
following categories of projects have been 
taken into account: coal and other mines, 
dams and canals, industries, sanctuaries and 
parks, and others. It it not clear if power 
stations ore included, including nuclear 
establishments, let atone defence and other 
military installations such as (king ranges; 
and it also omits tourism, which is becoming 
an increasingly important industry in the 
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isfci -Matnai^ng' contributions to Kannada literatun, 
' Bantmt ht ba r o d /ar Ut detp humanitarian spirit. 


K V^OTTAfRA, ope nf the greatest poets 
mdMini(Min IftXiWHdiipiwdiw^ 
on Nomafecr 10.1,994, Popularly known es 
Knverigu«besuedetfwJlannadaUleriiy scene 
farabnbtt half » century « post, novelist, 
ctoigtot. dramatist, critic and an anient 
cMMpon of Kannada. No honour bypassed 
MniPlwMKannada’aflnttlnanapHliawanl 
windrivrbenmgovcowvm bestowed upon 
him the title Rashcrakavi. He was professor 
of Kannada , principal of Maharaja’» col lege 
and the vice-chancellor of the university of 
Mysore. He waa the drat prefeaaor of 
Kannada to beoome a vice-chancellor. He 
becaae a in.Ms life time. 

lam harefly qualified to anemia a critical 
appreciation of Ku vempu, the writer. Rather 
1 intend to focus on certain facets or 
Kuvempu’s penonality which generally 
receive little anenrion from literary pundits. 

Kuvempu retired from the vice- 
chmccHorthip in I960 when barely 56. He 
neither sought nor accepted any assignment 
after this. With bis reputation and stature. 
anything was within his possible teach. 
Instead, (^ confined himself to his writing 
and tof^NM^ed championing of primacy 
fct^bfiaada. But what is remarkable is the 
ub«MBAg, modest life style of his 
iimMjilh^faaiily circle. Hit elder son. 
P®ento|Mite^ His 

novel C fas i a tt o won criti ca l ac cl aim and has 
been tn ftslato d into English. Qualified in 
Kaonadh literature from hit father's alma 
mater, lYgmwi never aspired to any position 
in the university. Hit talents, along with the 
u n doubted advantage of lineage, would ha ve 
brought him any position or office of Ms 
chosoa. Yet. he has avoided these temptations 
and indeed, has never held any office. 
Kuvempu's younger son is in Australia. The 
obvious t ut aen ca needs n o t fre is tng . n a mrl y, 
that the father and the children alike had not 
the slightest desire to capitalise on 
Kuvempu's fame, fids should be con tr aetod 
not merely with the sb^gularty different track 
reeotd ef oor men and women in public life 
but eqnafiywlih that of several meo of letters ( 
end aaadssnfca. KavcmpM'saoas-in-law,too, 
occupy bupastsm positions on basis of thefr 
m o m . ' i* v- 

H wustaff4fafcli fast Kuvesapu would be, 
drifted. He w«s tha first vokkaiiga to earn 
the W R tfa ftjjggi of s writor. He waa largely 

v oida^a^eo macktosnm He^ rtwvat 10 
md ktutotoaMy to***. taanimarview juai. 


prior to the World Kannada conferen ce in 
19S5 he said that it was the advent of the 
British which liberated the sudra who would 
odwrwbe have remained without access to 
learning This provoked s prate* from the 
br a hm ins . A group of them hi Mysore called 
for a boycott of Kuvempu's works. Predfc- 
tably this had I tale impact. Kuvempu'scrfci- 
dsm of bnhminism emanated from philo¬ 
sophic premises which have little to do with 
crude anti-beshmin attitudes, la fact Kuvempu 
dadicatcd his epic work, Ramayma Dank * 
atom to Ms teacher T S Veokamayya, and 
one of Kuvempu’s lasting regrets was that 
Ms beloved guru did not live to see Ms work 
co m phsed Kuvempu wattoogenemusaperson 
to contemplate crude anti-brahmin attitudes. 

There is a feeling that the works of 
Kuvempu have not been analysed with critical 
objectivity they deserve because of the 
legendary status conferred upon him. Two 
decades ago. Basavslingappa. a state minHier 


Aceerdtag to Mm, most writing to KsuMde 
showed fade er wre ra far toademi ,'TMamto 
•meted with howls at mum whkh mh 
boded over In to violence, the protest wns 
largely articulated by the vofckahfss Who 
thought that Kuvempu had been denigrated. 

What occurred on the day of Kuvempu's 
demise was even mere horrifying Time 
were demands from the Kannada activists 
that Kuvempu should be laid to rest In the 
campus of the Mysore university which ht 
had christened as Manasagsngorri. There 
was a rival claim to rest Mat hi the amass 
of the Kuvempu Trust. But Tejaswi decided 
that it waa a family miter, md errntiing 
to Ms laa wishes. Knvcmpu was laid to retl 
in Ms mother's native vilfagr. (Recent ly 
Tejaswi has issued a press statement 
d is to d a tio g die fiunOy from aayotg ntiasri dn 
which collects do na t i on s in Kuvunspu** 
name.) It is regrettable that the telf- 
prodrimed devotees at Kuvempu dadl 
have vied with each other on amretor which 
ought lo be treated wirintie u tmpst s oie —i^f. 
This display of unseemly c ondu ct a fag 
passing away of Knvcmpu, whom tost 
message conceived of a Hmamasw 
(universal man), only adds a touch of tosny. 
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WhiUtheJafKtolMmay haveMccts^tydampenedu vehtiU ritmtton vrjiamuHm tn litnf tp IftipriTii By. 
bypttrmading the Anjwntm-e-isktm to hoist the flay at theldgah MaUkm H o fo fofo.'lhc 

* ifo- & oo«e*iawim may opt ttecessari/y still the ; 

eomm m o i isariem of politics. rTf^Sr^, 


FOR foe teat four yean the Idgah Maid* 
in Hubti hat bear the she of tension and 
violence both on the Republic Day and 
Independence Day. During lha last indepen¬ 
dence Day six cituent fell prey to the police 
' Mela. The issue was the bottling of na¬ 
tional flag oo the Idfah Mafctm. The Janau 
fovaninenl due has come to power now had 
JMWUd the chinos of the stale that M would 
Mhe’ie problem amicably. Not many 
d l ia nt thought the Janata Dal would be 
able lo hantfle the situation. In fact while 
n ego tiati ons were on with the Anjumao-c- 
Edam society, the body that it in charge of 
the land, the government was bwy erecting 
barbed wire fences around the ground. Six 
contingents of the Rapid Action Force and 
Karnataka Special Reserve Police were 
fojpluye&RkMkedasifthecouM-downhad 
begw for a show-down between the Deve 
Gowda g overnm ent tnd the BJP which was 
RrearheaKSag the campaigh. The BJP had 
fomaleoedtelaimcba ‘Hebtl Chalo’ agita¬ 
tion aari over S0U00D party supporters woe 
So co n verge from all over the state in Hubti 
to hoist the flag. With the hoisting of the 
national flag by the Anpwnan-e-Islam preti- 


es the lour-veer co n tr over s y, ft was a shot 

Wat waoar as^ns vv^n wuwwwsaaej • aw wttt w avar* 

in the arm for the Janata Dal government. 
i Tat u n derstand the issue it is im portant to 
look at w—ff of the (acts about the klgah 
Maiden. According in the Karnataka High 
QoM venhet the Idgah Maidan is not the 
property of the Adjanis c lilsm. The 
A open an was given a ticence (not leased) 
twice a year to hold prayen io the Maidan. 
Tha land is the property of the Hubti 
Mvnicipal Corporation. The court had 
o rd ere d die dereoKtiou of the bu ildin g s 
erected -by Ike Anjuman for c ommerc ial 


had suq wd foe fcder of the 


aafUane Camf s moan ed order o a e n de d so 
foMDfKktMW. 

The BJP which had spearheaded the 
campaign for h oi s tin g ef the a tb o n ai flag 
u I dga h even priortpAyodhya issue tor vase 
bank numoaaaimaniatind lha venhet of foe 
Supreme Court differently. 7he conuatta> 
of the leaders of BJP was that the Supreme 
pmn verdict perudnedso the land in dhputc 


and the commercial complex built by 
Atfotfoan-c-lslam. The chief nforisfer had 
said that the state gov e r nm ent was duty 
bound to implement the interim order of the 
Supreme Court and appealed toad parties 
specially the BJP in co-operate whit the 
government. But the BJP hekt that the 
Supreme Coun verdict was not specifically 
against the hoisting of the national Hag. 

Political compulsions compelled the Dal 
government to toe the BJP line. The BJP has 
emerged as the principal opposition in 
Karnataka. Besides it has won all the three 
seat* in the HubU-DharwadCorporation area 
in the assembly elections. The Rastra Db waja 
Gaurtva Samkhi (Committee tor Respect 
for National Rag), a front organisation of 
the Sangh parivar dubbed the government 
move of implementing the interim order by 
not permitting the hufotutg of the national 
flag and m ai n tai nin g the status quo as a 
fraud. lVn»ving foe BJP opposition and the 
possible electoral gains for itself, the Deve 
Gowda government deci d ed to send signals 
of its desire to find a peaceful solution to 
the tangle. 

The g over n ment did not have toe many 
choices. The firm option was to follow the 
same policy of the pre dec es sor gov er aaa em 
—of dampingcurfew so the extent of chokipg 
die normal fife ia HobH in foe name of 
abiding by the Supreme Coun order. Though 
that option atarid have been logkaliy the 
light one, politically it was not axpetfccnt 
Therefore. Deve Gowda urged the Atfounan- 
e-lslam to hoist the flag. His request would 
have fallen an deaf years. CM Ibrahim, the 
de fe cted Congress leade r who was appointed 
the state Janab Dai president came to Deve 
Gowda's rescue. The Janata Dal made faS 
me of him for the putpaie. btitiany tershim 
had pubhdy stated that the *idfrt>Maidw 
was foe property of the Atguman e Islam. 
There was foe constitutional p ro te c t i on for 
the owners of any private land to cbeoac to 
permit hoisttag of foe flag on thekr hatd and 
Jtpp their buikftng or ML There was no 
btoncc of national flag hoisting on 
fdWom place, Hpinlf of the ftaf can be 
tfcuton privMc littkfldv ifritckedoMfs 1 

is (wtattimiiia permitted h." fcntta had 


ML taka any step that would affect foa 
ritigfofo sentiments of fop peapkfc 


pisisuuan 

andwaafodnofiag hoisdngfUlfoi'. 

Court verdict ThcTewen ittutirtfo 
qplfttt <1* Aaghoijbi*. JdWy mfitmt* 
eftief mWrtwr 

also sms Suhbaiahn. the aadkill of 
BSP in foe "Mate. - The Karnataka MuaBm 

Aovocmronimwiiip^mip^ 

of giving in to the RJpTTht JWiM hrty 
pituoeM bwntnmmm swn^y mo m§ta 
tfcc ttsK |wroM Rjtt wodeto 

muter TADA«i i^t cw pt fey p weni i e. Tlac 

MfUfolfTO OWw BW wWwl MOaDCjQODlO 

prevent BJP teadcreftomenieringfoerflstria 
to hrdst the national flag, to their stmenem 
they had anartod that foe BJP was making 
an issue of it to divert foe URefokm of foe 
people from the main probfe tm . 

The Janata pal saw mom advantages than 
dteadvantages in hoisting <hc Bag-forahta. 
foe party president was spr* » eauvtace foe 
AnJunwo-e-ttUm to hoist foe flag. He was 
supported by nltway mkaister C K Jaffor 
Sharieff who urged the Aj^utbsp p re si dent 
to hoist the amianal flag. In typical pefokal 

RyfC IK exumrea Rift U MU Hftl URy H* Ok 

hoisting of foe flag would be a warn in g to 
foe BJP that ifhcoatinnBdiocreaMprabiapts 
foe ndnerWci wouti bn forced M cany oat 
a campaign amdmt foe Saaghjmrtvtr which 
was usiag fousaffron flag as its Meatky. 
Notfof ihatdmRSS ‘safcas' wereaotboisttag 
foe ffog the railway nfodaier eyfocaHy 
cor nmcn te d foa foe BJP too wotdd have to 
prove that they were pan and pascal of 

“Our national flag is indeed the nyafoof of 
our struggle for freedom, sacrifice and 
sufferings. Thousands of people irrespective 
of caste, community sod creed have given 
foeir sweat and blood to win foe fte ado m . 
As our national flag is onr tdsntity, it is 
sacred to oat and aft. There is no ffortfon 
of any QMtfia re epe ct lng R... I am s um fort 
foe people of HuMi in pnrtkufor and 
Kanaeaka ia gaoml wiS e p p rori at a this 
appr oa c h fo i hoistiag of foe Hid0 and 


of foe sum. 


foe moi ao B i 
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tfrwMt 

w Burnt h>to to»*lpn i tUmi!&-i -- 
riots. WvtaatMy, the governmant's 
p*t»mma foray rywn ial tty torradto 
P'WPP **'M|P *■* p W P Wn* ' *"RSSw 
hotel* *n apritteaflair. The BJP pus 
not pawptoad on the the. The police htiyjfo 
lathi-cftarga and open tear pa shaft to 
diiperKacnnvdof300fornotbeingaliowed 
to jMtticipale in toeevw*.The Aqjumaa- 
e-Islam praaideM publicly Mated that they 
had taken the decision to eaubltah the 


eftoesfam. tonkin's atatettiant 
fflag hoistiag Would put the entire 
MusHm coratmratty hi the national 
saaMteM mi rat i Mtemt 

then a ml one. Such a statement can Anther 
alionne the orinortty community than draw 
them into the mainstream. ft U no wonder 
tin Argtmao's decision to hoto die flag did 
not find favour with a big chunk of the 
minority community. 

The government haa resolved the iaaue by 


mviitginfo the communal agandaof the BfF. 
Sucbaso t utio n can n ot henlaatfaf one. The 
l a nare Pal g ov e rnmen t in Karnataka haa a 
number of socialist leaden some of whom 
have worked at the gnaa roots. Teat nail of 

BJP and ita commun a l t^eada iavelvu^ 
people of the city and the sale, the Janata 
Dal took an easy way out The oooaeqneace 
ia that the minority community had to yieM 
to the majority. 


Struggle for Panchama Lands 
DalK Assertion in Ibmil Nadu 

Brtodavaa C Mosen 


Desecration of Ambedkar’s statue galvanises dalits of Chengalpattu to 
regain their usurped lands in face of state oppression and societal tyranny. 


The Inciocmt 


at Us previous she. The dalits were attend 


p a tri ot is m of the Mmttma. The community 
wanted "to tench a fitting lesson to the 
y niffi m n i and and-national forces". 

No doubt the BJP haa lost an important 
and perhaps, the only iaaue in local politics. 
The real motive behind the BJPsdesign was 
to show Muslims in poor light and queuion 
their pa tri oti mn . The fostering of Hindu- 
Muslim hatred had paid them rich dividends 
politically earlier. They had won all the three 
auetnbly seats in the Hubli area. AU through 
the flag hoisting controversy the party had 
appealed to Aqjuman to exhibit nationalism 
and patriotism by hoisting the national flag. 
Now that the Anjuman has hoisted the 
national flag, the BJP has been robbed of 
tbe only issue. The fear now is that the party 
may create more Idgah controversies. There 
is already a demand to hoist tbe national flag 
in three different idgaha—one in Bangalore, 
another in Rakhur and the third one in 
Gulbarp district. 

Will Dev* Gowda'a deal prove counter¬ 
productive? It it true that the duef minister 
urged the Atyuman to hoist the flag to pre¬ 
empt the BJP— the Anjuman should hoist 
the Rag to prove their loyalty and patriotism 
was Devc Gowda's contention. Such a 
statement it not devoid ofa mind-set. Should 
a flag bp hoisted by an organisation to prove 
devotion to the mother land? Though 
Anjuman-e-lsUm is a Muslim organisation, 
it cannot be made representative of the entire 
community. In no way should the fiag- 
hoMacofldph have ben aaaochnedwMi the 
bysfcywdpanrotltmcfte M i ul i mcn nnn u raty 
asa whole. Now tint tinea are more demands 
for horning of the national flag in throe other 
dutnets. will the Dal g o vernm en t dem an d 
peri ndk tas ti n g of the community >o prove their 
loyaky and paariotiam? 

Given the pressu res on A qjum a n it could 
not remain natural either. But to aeeertion 
tint the flag hoisting was to aatdbUsh the 


pwtidaad by the BJP and madaaaem issue. 
tojumanlaBImnttoBJPtwpaud smortewd 
the problem ef society with totontiro Mutton 
cw n aM tito -Otiv fitot to u nd erstand how te 
gowtrovaraycmtiwaonflnemlH community. 
If was aep e tt e d of the tofinnan to at least 
disaoctiue tot tone Bom ton eo n w u nl ty . 


KAJtANAI is a small village located tibout 
aia km west of MahabaJipunm on the 
M aha bali puranvTTwrkaehuk ui> d r amtx>adm 
Chengai-MGR tfistrict. Oo October 5.1994 
the dalits of Karanai and adjacent villages 
installed a life-size statue of B R Aatedkar 
on a piece of land owned by Vcenbadnn, 
a daih of Karanai village. This piece of land 
and ha sur ro u ndin gs, measuring about 650 
acres, were originally assigned to the dalits 
of Karanai and seven adjacent villages in 
1933, at per the order of the collector of 
Chengalpattu district. (This land defined as 
panchama land or depressed class land is 
issued under special fornRD) par»9 of board 
standing order (BSO), now renamed at 
revenue standing order. As per this order, 
any sale or purchase of the panchama land 
by anyone other than a dal it is considered 
illegal). In due course of lime, these 650 
acres of panchama lands at Karanai were 
usurped from poor and ignorant daiit land¬ 
owners and transferred to other com¬ 
munities with an active connivance of cor¬ 
rupt revenue officials and rich caate-Hiodui. 
P ro min ent among the latter ate Goutham 
Ch a n d. a marwari of Tbuukazhukundnto. 
Penunal Swatny. f G (crime) ofTamil Nadu 
polks, and Siftviftf* of Vadapalani. 


officials, in cqUuskmi with the upper caste 
usurpsrvfarcteypuUsddowaaaddtsfigmed 
Amhndkar'a statue an toe vary evening of 
October 5 The nrwrof the deaecntfon of 
Aatedkar’s autue spread like a wild fiat 
throughout the diatria Thomasda of ^iwed 
rt a litig a i ha rrri ooOew b s r lOinfraatiofthc 
office of the t u bcoBeao r . R amaah Chand 


permission to enter the subcoliectoc's room; 
hulead, were thrown out, the aub-coBmor 
himself catching one of the dais leaders by 
the collar. Incensed at the indecent tramneut 
mesed out io them, the dal its left the prentiaea. 
raising slogans. and aqwutrd on the GST 
road, the natioruJ highway. Instead ofghting 
a patient hearing, the subcoDemor lost his 
temper and ordered to open fire on toe 
innocent dalits. half of whom were women. 
He did not even follow the 
procedure of voicing a warning thru ugh 
loudspeakers, followed by lathi-charge, 
exploding of icar-gas shells or buck-ahota 
in the air to scarce away the crowd. John 
Thomas, a daiit and a nun giiui—mill 
project-holder, and BumaUi.aacdkaynaftg 
daiit. were singled out and shot by tile load 
police. They were deliberately made target* 
say the eye-witness. Both had infused 
many agtotkms for thevtjfamandpwteciiQn 
ofdatitsinCheflgalpatu. Inalt 14 persons, 
mcludtng women, suffered gw ihntinjurira. 
To jtntiry the unprovoked firing, the pofice 
incited their hirelings so act aflame a bus. 
The police arrested 130 debts, inclining 30 
women, and beat them tiB the Itihiat were 
broken. Women were paniaBy stripped and 
mercilessly beaten. 

The NGOs in the district who wore 
supporting toe date* in their w vggl e to 
rad eem t h e paneb m aa ted worn h a aa aaa d hy 
the pobce. Their offiom west raided and 
their woricen tint sawed Apprehending 
arrest rod totem by the local police, many 
of tham obtaine d wtk l p W ar y half. On 
No v em ber 19, the Dalit JojjM Actroo 
Co omn ti er fC&AC) and Sava Panchama 
Lama movement orgmraeo a mammem 
protest ratty and a public meeting in Matee 
to condemn the daanewtiun of Ambadkaa*a 


puriottei of the Mua h m a was a miapiacod panchama ted. But theCheogai MGR pobce 
«*■ idgah was a local issue that km been 


The <khts Ainbedkar's statue to 

reauin their lefUiwti right over the 


tire leaders of toe 
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their ^discriminate attest. It was demanded 
that the penchant* lands illegally usurped by 
the other communities, be returned to their 
rightful owners, i e, the dalits. In the public 
meeting at Panagal Park, Ramvilas Pas wan, 
MP and the president of All India Dalit Sena, 
andPrekash Amhedkar, MPand thepresident 
of the Bharatiya Republican Party declared 
that the DJ AC would reinstall on December 
6 Ambedkar's statue on the same spot in 
Karanai if the Tamil Nadu government failed 
to do the same on or before December S. 
Besides reporting to the press, this decision 
was informed in writing to the governor and 
the chief minister of Tamil Nadu. In this 
context, the committee acquired a piece of 
land (about IS cents) as a gift from 
Veerabadran. He granted this piece from his 
4.93 acres of land assigned by the collector 
of Chengalpattu in 1933. 

The police statement mentioning the statue 
being stealthily taken to Karanai. without 
prior permission of the police is not only 
false but mischievous and misleading. There 
is no need to obtain permission to install a 
statue in a private land. Moreover, there was 
no question of Ambedkar's statue being 
taken stealthily. TheTamil Nadu government 
had been informed in writing about it. 
However, on December 6, the statue of 
Atnbedkar was forcibly seized at 
Singapetumal Koil m route Karanai and 
detained at the Chengalpattu town police 
station. The leaders of the DJAC were also 
arrested and remanded to custody. V 
Kuruppan, a retired IAS officer and the 
chairman of the DJAC was taken to 
preventive custody in the early hours of 
December 5. Hundreds of dalit activists in 
and around Karanai were arrested, too. Ail 
the roads leading to Karanai were blockaded 
and all modes of transport checked. 
Kalpakkam. Karanai. Mahahalipuram and 
Thirukalukundram were completely 
cordoned off. Thousands of police personnel 
were requisitioned and posted in and around 
Karanai creating a military-like fortification 
in order to terrorise dalits and prevent the 
reinstallation of the statue at all costs. All 
top leaders of the committee were arrested 
and their vehicles impounded. 

This n how other communities try to 
smother the dalit aspirations with the active 
support of the oppressive state machinery. 
Yet in spite of harassment and intimidation 
by the upper castes and the police, the dalits 
are more determined than ever to assert their 
rights and live with honour and human dignity. 

Human Rights Violation 

Risking repetition, some clear cases of 
human rights violation by the revenue and 
police officials of Chetigai-MCR district in 
the Karanai incident are: (I) Thedalits of 
Karanai and seven neighbouring villages 
were deprived of the 650 acres of the 
panchama land assigned to them. These 
panchama land* were usurped and transferred 


fraudulently to caste Hindus tnd other 
communities with the active obitirtivahee of 
corrupt revenue department officials. (2) 
The dalits were denied the right to install 
Ambedkar's statue on a private land due to 
the unlawful and urejustified intervention of 
the police at the instigation of upper caste 
usurpers of the panchama lands. (3) Refusal 
by a public servant to receive representation/ 
complaints from the public is a violation of 
citizen's rights. When the dalit 
representatives attempted to meet Romesh 
Chand Meena. the subcollector of 
Chengalpattu. to present their grievances, 
the subcollector not only refused to meet the 
leaders but abused them and necked them 
out using physical force. Worse still, he 
ordered police firing on the dalits gathered 
outside his office. (4) Indiscriminate and 
unprovoked police firing on (he masses is 
a clear case of human rights abuse. No 
warning was given to the public which 
included a large number of village women. 
Fifty-!wo rounds were fired. Two persons 
were killed and 14 persons, including 11 
women, received bullet injuries. (5) Right 
to information is an important right of a 
citizen. The local press reporters covering 
the meeting of dalil representatives with the 
subcollector were threatened by ihe police. 
The police fired at them despite the fact that 
the local police knew them well. Three 
reporters from Police Seithi. aTamil weekly. 
Mumsoli. DMK's official organ and the 
Indian Ex/irex*. narrowly escaped death. 
(6) Resorting to lathi-charge and arrest of 
agitators within the premises of a court is 
not practised by the police the world over 
and such an act by the police is looked upon 
as a clear case of violation of human rights. 
When the fleeing dalits entered the district 
magistrate court building, located close lo 
the subcollector’s office, they were chased 
and lathi-charged inside the own building 
Some were even arrested inside the court 
building. (7) Womenfolk should not be kept 
in the police station after six p m. Bui on 
December 10.22 women were detained inside 
the Chengalpct town police station, a whole 
night in the presence of the DSP. (K) Torture 
of an accused person in police custody is 
a case of human rights abuse. Father 
Yesumanun. a Jesuit pncsi and a practising 
lawyer was stripped to the waist and given 
a severe beating on December II. Anjalai- 
ammal. aged 55. of Kunimbirai village and 
Susila, aged 27. of Maduramakam. were 
forced to lift their sarees and beaten on their 
buttocks by lathi-wielding women police. 
(9) Harassing NGOs by raiding their office, 
exercising constant surveillanA and 
interrogation by them is an effective way of 
tormenting them. Father Martin, the director 
of Social Action Movement (SAM) was 
questioned and threatened with arrest. SAM 
supported save panchama land committee 
and often took up the cause of dalits of 
Chengalpattu district. Many animators and 
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tn potioe firing worked for aa NOO, Carfta* 
Father Yesumarian who was arttstod and 
tortured it a priest working far an N0O 
caltcdDCLM, Members of the Che ng tipartu 
bar protested against the arrest of Pather 
Yesumarian and went on a one-day strike 
against his arrest. (10) Even when a hard¬ 
core criminal <he* due consideration is given 
to the family and close relative* of the dead. 
However, in the case of John Thomas' 


funeral, which took place In his native village 
PappainallurnearVedanthangai, none except 
his parents were allowed tn attend the funeral 
The death of Elumalal who succumbed to 


bullet injuries on October 15 in the 
Chengalpattu general hospital was concealed 
from his parents and the public for 24 hours. 
Except his parents, none was allowed to 
participate in his half an hour ftmeral. 

(11) Hand-cuffing or chaining an accuaed is 
considered an uncivilised act on the part of 
law-enforcing authority unless for valid 
reasons. However, the Chengalpattu 
police chained Sekhar and Shankar to their 
cots in the Chengalpattu general hospital. 

(12) Preventive detention is resorted to under 
extraordinary circumstances where there is 
definite intelligence information of an 
outbreak of large-scale violence over large 
geographical area. However, this extra¬ 
ordinary power was invoked by the Chengai 
MGR police lo prevent exercise of legitimate 
right 10 landownership. The police resorted 
to large-scale arrests of dalits all over the 
district inordcr to terrorise them. (13)Lastly. 
on December fi. the right of movement as 
guaranteed in ihe Indian Constitution, was 
completely curbed and restriction imposed 
on the people of Chengalpattu district. 
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faience 1994 

hur AS Eaybawer 


e communal climate was relatively peaceful in 1994. in part because 
■ people of both communities have understood the designs of 
mmunalists. But the secular forces need to muintaiti constant 
•Uance to ensure continued harmony. 


I year 1994. though hot entirely free of 
nmimal incidents, was certainly leu 
■clytmic than earlier yean. As we all 
m, the year 1993 witnessed the worst 
tuminal violence in Bombay and Sural in 
dm month of the year Itself. The January 
.3 riots in Bombay were far worse than 
riots in December 1992. While the riots 
December 1992 were spontaneous 
bunts as Muslims came out on the streets 
irotest against the demolition of the Bahri 
sjid on December 6. the January 1993 
s were catefuHy planned by (he Shiv 
m. as admitted in a press interview by one 
its top ranking leaders. Manohar Jo&hi. 
dural rolls were systematically used to 
ratify Muslim houses, or Shiv Sainiks 
n in disguise to ‘survey' on behalf of the 
mbay Municipal Corporation or 
harashtra Housing Board and marked the 
isesbelonging to Muslims. In the January 
se many more were killed than m the 
.•ember phase, and the property losses 
tamed were also much higher. While in 
.-ember more than 250 persons were killed 
>olicc firing, in January 1993 twice as 
ly died in stuhhings. One can say that 
country had not witnessed such communal 
izy even alter the partition riots in 1947. 
erhsps communal Ircn/y reached us 
nh in the December 1992 and January 
'3. and the period following these runs 
been comparatively trouble tree, though 
imunal violence was not totally absent. 

: Sangh panvar had made maximum use 
Hindutva sentiments, and with the 
ml it ion of the Bahn masjid they lost their 
it potent symbol of hatred of ‘the other’, 
tec communal sentiments could not be 
ted up to frenzy level any more and the 
'had to hum for other gmundMo maintain 
led oral appeal. Also, its ambitious march 
idury was effectively halted by the SP- 
F’combirwtioninUPinlbc l993dcetions. 
mold be no exaggeration to say that the 
BSP victory was the greatest Mow to the 
*; it could never recover Irom it. The 
’’s km was the secular lorces' gam. The 
imunal temperature went down drusli- 
y and 1994 witnessed very few incidents 
:omrnututl violence, 
he firsi major incident of comm un al 
lenc in 1994 was the one which occurred 
aly February In Kanpur. One of the local 


BJP leaders Kaia Baccha. having underworld 
connections, wus murdered, and this became 
a signal for communal violence in Kanpur. 
The communal situation assumed rather 
serious proportions and the army had to be 
called out and posted in eight communally 
sensitive areas of Kanpur. As the SP-BSP 
government was determined to put down the 
violcnee. the sttuauon could he brought under 
control with loss ol four or five lives only. 
The Muslims in Kanpur also felt that the role 
of the police was rasher impartial and it put 
down the violence effectively and speedily. 
This again shows dearly that when the 
government is sincere in curbing communal 
violence, it can he checked much more 
speedily The government of Maharashtra, 
on (he other hand, showed complete laxity 
in December 1992 and January 1993. and 
the communal forces went on a rampage 
without any fear. Not only dial, the police 
openly colluded with them. The UP 
government was mi sc nous in putting down 
the violence that it did not even permit the 
open cremation ol Kata Baccha'* body It 
was cremated secretly, and some prominent 
HJP leaders including two parliamentarians, 
lour legislators and 40 others, were arrested 
when they protested against the secret 
cremation. This is how a determined 
government acts to put down communal 
violence. 

Another small incident occurred on 
February 27. 1994 in Bahn township of 
Mu/allarnagai disincl in which several 
persons were injured though no one was 
killed. The clash occurred when a person ot 
one community was arrested lor obstructing 
a prayer meeting by playing songs over a 
loudspeaker in his house. A mob then 
gathered out side the puttee station and buried 
stones and shut at members ot the other 
community. The situation was brought under 
control by arresting 25 persons belonging 
to both communitio. 

In Hyderabad old city a BJP leader Bsl 
Raj. who was involved in eight coses of 
communal violence that rocked Hyderabad 
in 1991), was murdered by unknown 
assarianu; communal tension increased m 
the walled city and sporadic modems of 
violence took place H owever, apm there 
was no to** oflife and the violence was put 
down. 


Asongsoe. same 40 to 70 miles from 
Bombay, witnessed a communal incident on 
June 6.1994. Two children pitying mafMm 
fbnght among themselves and it assumed 
communal overtones tbankstu some Muslim 
anti-socials armed with gum hiding in one 
of the houses. One of them shot from Ms 
weapon and one Romesh Dtgdu Chande 
(33) was injured on his shoulder while a 
bullet pierced 55-year old GangubaTs right 
forearm. The police identified the one who 
fired as Ismail Mohammad Mughal, a 30- 
year old with a pest history of cranes. This 
led to violence from the other side loo. A 
big mob gathered armed with whatever it 
could lay its hands on including large sucks, 
axes and stones and went on a rampage 
picking out each of the seven Muslim houses. 
They broke every bit of furniture and the 
moves of the ihatched houses, and assaulted 
some of the modems. J omits Sheikh'saewty 
built bungalow was attacked sndeverything 
inside was broken to pieces. Her 12-year old 
son was also severely beaten up and had to 
behospholised. Mercifully this was the only 
communal incident in Maharashtra in the 
year 1994. 

Gujarat was also by and Large free of 
communal violence during the year under 
review except for two incidents - one near 
Nadiad in July and the other on Dec em b e r 7. 
In foci tour village* of Nadnd tahika were 
disturbed by the communal tension which 
erupted on Muharram day. at Khunm one 
youth was killed in police firing, la Khsmtaj 
vtlagc which has population of nearly 2400. 
70 pCr cent ot the people happen in be 
Muslims. Most of the Muslims in the village 
are engaged in farming. The economic 
condition of the Muslims is quite precarious 
as most of them are farm labourers. 
Fortunately the trouble did not spread and 
the situation was brought under control. 
Another incident happened at Ahmedabad 
on December 7. The incsdqitocc u nb d whea 
a group ol people wanted to perform'muhna 
am' on the second anniversary of the 
demolition of the Bahn masjxl However, 
the commissioner of police. Ahmedabad 
himself rushed to the spot and defused the 
situation. As a precautionary measure the 
Rapid Action Force was deployed in Khadia 
area In the disturbances a shop was set 
ablaze and stones were thrown m Khadia. 
In police firing the previous day. one person 
was killed. The police arrested 90 persons 
on charge* of riotmg. The pohee had to fire 
five rounds and buna 26 (cargos shells m 
the Khadia area when they were attached by 
a mob near Jure Gate The con f ron ta tion 
between the residents of Khadia and the 
police was over the issue of alleged po lic e 
lorth-chargeonagroupoi pe opl e wh o n mud 
to perform mahae mli For Ahmeddbudcfty 
which has witnessed much bigger and 
frenasod bouts of communal violence dut 
was rather a trivial modem. 


249 

f 


wmifc and IfalWcM Wedtfy February 4. 1995 



•- A - 


The BJP tried to MM up cnmmuaal 
tendon to Hubtt on August 15 wMleit tried 
to mobtiite people for hoisting foe national 
flat on the disputed (Me of Idgah. It took 
oat a procession on the morning of August 
15 despite a ban and tried to boitt a flap. 
The police And on the nob resulting in 
low of tlx lives. It was alleged that foe BJP 
tried to work .up Hindu feelings on the 
pattern of Bafari masjid in order to win the 
Hindu votes in the elections which were 
then due in Karnataka. If this was the aim, 
and it appeared to be to, it did reap results 
by winning all die assembly seats in the 
November elections in HuMi district It is 
aho alleged that the then Moil y government 
used excessive force to prevent the BJP 
from hoisting the flag with an eye on the 
election, i e, to win Muslim support If this 
was so. the Molly gove r nme n t obviously 
• foiled in fooling the Muslims. It was thrown 
out of power. 

Another major communal incident 
occurred in Bangalore in early October. 
Bangalore Doordarshan suddenly started 
telecasting a 10-minute news bulletin in 
Urdu from October 2. It is interesting to 
note that no Muslim leader from Karnataka 
had made a demand for such a telecast The 
telecast was. in all probability, started to 
win Muslim support for the November 
elections. Thereis no doubt that the Muslims 
have been greatly alienated from the 
Congress since the demolition ofBabri 
masjid and the riot* that followed the 
demolition, and the Congress is trying hard 
to win back Muslim support. So far it does 
not seem to have succeeded at the election 
results, particularly in Andhra Pradesh and 
Karnataka, clearly show. The riots which 
followed the starting of the Urdu bulletin 
on October 8 soon acquired communal 
overtones: more than 30 lives were lost in 
these riots and property worth crones of 
rupeea were destroyed. The fact that major 
communal violence took place in Karnataka 
in the year 1994 clearly shows that the 
communal forces in that state were trying 
to carve out their constituencies. It also 
cleariy shows that often communal violence 
is used to increase one's electoral appeal. 
This cynical game is played in different 
degrees by parties like the BJP. the Shiv 
Sena and (be Congress. They do not mind 
even if innocent lives are lost and the 
forces of national integration severely 
wea k e n e d . Again, in all probability, the 
telecast of the Urdu bulletin was bo^un to 
win Muslim support on the eve of eketioos 
and. on the other hand, the BJP from behind 
the scenes provoked communal violence to 
increase its electoral support among the 
Hindus. The telecast of an Urdu bulletin 
was so obviously related to electoral politics 
that the election ooowrisstoe itself banned j 
it. taking it to bn a flagrant violation of 
election conduct rules. Perhaps the 


oquoum! dfoturbuhdsi stBtggtosfp emm 
the oujjor distur ban c e s af fooyear 1994. 

Another town is Karnataka, Davaogere, 
witnessed a bdut of ooomwnal vtol m p 111 on 
the occasion of Daaen on Octo ber 14 la 
which two persons were killed in police 
firing. The police fired on the mob which 
was armed with bo tt les, add and other lethal 
weapons and was attacking a slum area. Two 
other persons were killed in the incidents of 
stabbing and 53 injured including 21 
policemen. According lo the director gene¬ 
ral of police the trouble started when the 
procession was a tt a c k e d by another group 
with nones. 

A Hindu Munnara leader Rajgopal was 
stabbed to death in Madurai on October 9. 
whkfo led to minor communal disturbances 



tots country for hmturtas Jcwfes eusforto 
d e moli sh t physical stru ct ure but impossfofc 
indued to demolish foe centuries old 
traditions of the country. Thus the forces 
of Hiadutva have lost much of their 
legitimacy among the Hindus. The BJP is 
now in search of isaues other than the Ram 
temple to win over the Hindu masaee. It 
is a great victory of the Indian tradMoa of 
tolerance. 

The Muslim leaders tod who tried to 
the out of the commuasl 

situation have lost their influence with the 
Muslim masses. The Shahi Imam’s appeal 
to vote for the Janata Dal foil on deaf can 


in several parts of Tamil Nadu including 
Madras, Coimbatore and Trippur betides 
Madurai. One person was stabbed to death 
in these incidents. 

A brief survey of the communal situation 
throughout India shows that the year 1994 
did not witness much communal violence. 
In the preceding decade it was computed thnt 
a riot aday was routine. Thus it will be seen 
that the post-Babri demolition period has 
been c omp a ratively peaceful and despite 
much effort the communal forces have not 
succeeded in raising the communal 
temperature. There are various reasons for 
this - the most important reason is that the 
masses of people from both communities 
ha veundentood the designs of communal isu. 
They cannot be easily fooled now. 

The Hindus in general did not approve 
of the demolition of Babri masjid; it came 


during the UP elections of 1993. The Imam 
has been maintaining co m plete silence ever 
since. Tbe movement for reconstruction of 
Babri masjid is also not gaining ground 
among the Muslims; they do not want any 
communal trouble in foe name of mandir- 
nwsjid. They too have very well understood 
the games some of their leaden play to 
iocreaae their own leadership stature. 

However, one should not become 
complacent about the communal situation in 
the country. One hac to maintain constant 
vigilance and strive to spread foe message 
of communal harmony, li is unfortunate that 
while the communal forces work with s 
sense of mission the secular forces arise only 
when there is communal violence. The secular 
forces loo will have to work with a sense 
of mission if they wish to maintain precious 
harmony in foe country. 
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Dmmgie puty leadership focmashudy 
reflected ike bade shift la US corporate 
capitiLThe tecreaatog power and profits of 


initiating anti-poor labour lews, anti-black crime reforms arid 
acting health-car* expenditure to win ever big business, the Clinton 
dnistration has staged one-upmanship over the Reagan-Bush era in 
ruing ’right’ policies. 


SIDE NT Clinton's presidency has 
tad a new phase in Ike ‘right-turn’ of 
te m oc ratic party: no former on the 
naive against Republican attacks on 
lai welfare' policies, he hasoimcd to an 
salve strategy... going beyond Reagan 
Bush In pushing a neo-conservative 
da. There are two minds on the matter: 
8 who argue that Clinton the Liberal has 
d in to powerful conservative pressures; 
lose who see the right-turn as principally 
nton initiative, to pre-empt space among 
wealthy and powerful. A third, more 
iced approach argues that both processes 
inextricably connected. Clinton's 
ervstive initiatives early on in his 
intention have strengthened and given 
oisatianal momentum to the right and 
tened and disoriented the liberal left, 
setting in motion a wave that has 
dated the pockets of social reform 
toted by the president. 
eCUnionadndttistraiion , i move beyond 
taoism is best understood by focusing 
te basic legislation he has championed 
te arguments he has put forth in defence 
is legislative agenda. In hit first two 
> the principal areas included welfare. 

decay, foreign trade, wages, pensions, 
Ic lands and health. In each issue area 
' classes are deeply divided between, 
e one side, corporate interests, affluent 
isaionals and neo-conservatives, and on 
Jther. the working and urban poor, 
rides and ecologists. Before entering 
the specifics of the Clinton ad- 
nration, we will briefly touch on the 
r strctural changes which arc now 
ing the political agenda of the ‘New 
oents'. those who have shed the wdfare- 
ir coalition of the New Deal in favour 
straightforward deregulated corporate 
market agenda. 

Quxmjuomrv and DoMtsTtc Dbcay 

ere have been several mqjor changes 
politic*! economy since the 1970* 
have had a profound conservative 
a on US politici: change* in the 
(place, in the relations between 
dsed labour an d t he D e m oc ra tic nertv. 
relation between US corporations 


and the world economy, and la the ideology 
and political leadership of the Democratic 
petty. These structural changes have been 
reflected in the anti-labour policies adopted 
by the Democratic party, particularly by 
the Clinton administ-radoo. The main line 
of reasoning is that change* in the 
organisation of the workplace, domestic 
economy and structure of power .have been 
decisive in the increasing globalisation of 
US capital and politics. 

The capacity to subordinate domestic 
priorities, and to convert labour into an 
impotent spectator faced with low-paid tem¬ 
porary work, was essential to the ascendancy 
of globalist rhetoric. The ideoiofisli of 
unregulated capital argue the reverse: the 
growth of a global capitalism demanded the 
cheapening of labour, the cut backs in social 
spending, greater political stability 
(repression) and fiscal conservatism. Tbit 
globalist rhetoric obfuscates the fact that 
world markets and competition predated 
the reversal of labour-capital relations by 
several decades. 

The globalists further mus the point that 
it was not the ‘'pressure on profits” that 
hastened the movement of capital overseas, 
but the overaccumulation of donedic profits 
that facilitated the pursuit of higher rates 
overseas. Labour by the 1970s was losing 
bargaining power and by the 1980s was a 
marginal fume - precisely the decades when 
the greatest moves of capital look place, h 
was the weakening ofUbouruthe workplace, 
and the weakening b a r ga in in g position of 
trade unions versus capital, that stimutated 
globalisation 

Thereto of the national stale, not the world 
market, facilitated capital moveme n ts, by 
undercutting labour'i political power and 
providing incentives for oversed expansion. 
In the workplace, labour unions increasingly 
traded work-rules for security, wages and 
fthq* benefits ft a Jniu all nf a hit h fn item si 
gr ea ter accumulation of capital for expat 
or co nver si ons new technologies, replacing 
labour. The net result was a flexible 
workforce, grader subjection of labour ud 

reioeda. 

The crucial link between labour and stale 
policy was the Democratic part y established 


roots labour hadeoed the right tan iu the 
Democratic party. I ncreasing ly, the party 
leadership was d o minate d by Wall Stmt 
populiitft ~ potitftciM* who canymfBod for * 
social reforms and when elected hewed 
closely to the etfitigrial hue of foe Wall Street 
Journal Essentially the De m oc ra tic patty 
co-operated and competed with the 
Republican patty m lowe ri ng the ao ciai c od s 
of production ia the US and incraa tiisg die 
opportunities for overseas expansion. Social 
agendas were essentially rhetorical eweiaes 
to entice the progressive intdlectasb into 
the pre-election fold, to be discarded after 
the elections. The rhetoric of “global 
competitiveness” and die “i m pera ti ves of 
the world market” obfuscated the smash* 
accumulation of profits extracted from the 
domrttic labour force and te-dvemed abroad. 
By focusing on global market competition, 
the original source of accarautetionwa* 
neglected. The new configuration of 
corporate economic power that emerged was 
deeply depcmieni on stale policies for world 
market success, and powerfully idialed 
financially and ideolofpcaUy to shape dm 
political outlook of the De m oc ratic party. 
Top party officials and cabind appointees 
reflected the new uuenwtioui orientation 
of capital and iu need to reduce domestic 
coats for overseas cxpmtston. 

The ‘New Democrats' are ‘free traders*. 

'de-regulators’, pro-corporate'. pro-pobcc' 
and lookmg toward growth, efficiency and 
compe titi vene ss as the rood to equity. The 
conservative texture was captured by 
pre si den t Cl i n ton the day after hen as ri a es pd 
when he shifted his rhetoric from attacking 
■octal mequal tries to advocacy of budget 
balancing. 


Cunton: Wall Shubt Roscust 

The fusion of populist rhetoric, symbolic 
changes and neo-conservative aocio- 
eco n o mic policy it nwot dearly rapromtited 
by the Cham presidency. The mom striking 
aspect of the Clinton pres id e n cy » the 
capacity lo push a neo -c onaer van ve agenda 
(hat goes beyond the Reagan-Bush 

issues affects* the p oo r. Mucks and isbour 
- welfare, soda! decay. w*g» and capital 
flight--CHmouh m c am e dow n had on the 
side of big business and conservative 

While Reagan and Bush frequently 
e ng aged in thm o ri c al attacks on antfore 




which hat agfraadvelypiaheda programme 
cutting off wdfkre recipients from federal 
programmer anti forcing them to work for 
wages below the poverty level. The push 
to reduce welfare spending and turn welfare 
recipients intoindigents has been presented 
to business and conservative interests as 
proof that the Clinton administration is 
mote budger-conscious than its Republican 
counterparts. The rejection of social welfare 
and the promotion of forced labour have 
been the hallmark of rightwing policy¬ 
makers since the 19th century. Incompeting 
with the rightwing republicans for big 
business approval. Clinton is simply 
demonstrating the close tics between big 
business and the Democratic patty. What 
Clinton dubs welfare reform is in reality 
the restoration of an anti-welfare regime 
The second major area in which Clinton 
has chosen to define his social conservatism 
is in the area of the crime reform legi slat ion. 
Once again. Clinton has gone beyond the 
Bush 'Willie Horton rhetoric’ to implement 
one of the most repressive pieces of Federal 
legislation. The law. clearly directed at the 
growth of violence and crime in the ghettos, 
calls for a vast increase in the application 
of the death penalty. 1.00.000 more police. - 
billions for new prisons. The massive de¬ 
industrialisation that has destroyed jobs, 
neighbourhoods and families and that 
produces social decay, is not confronted. 
Capital flight that laid waste to whole 
working class neighbourhoods is not only 
ignored but actually promoted- A below- 
subsistence minimum wage and the vast 
growth of low-paid service jobs that force 
young people to choose criminal livelihoods 
is ignored. Clinton blames the ghetto 
victims of capitalist disinvestment and low 
wage policies for the adverse social 
conditions that affect them. In a speech in 
Washington in the fall of 1993. Clinton 
denounced blacks for not taking 'res¬ 
ponsibility' for controlling their own 
violence... thus earning the praise of 
business interests and the mass media for 
bis ‘courage’ in siding with the rich and 
blaming poor blacks. Having established 
in the public's eye that crime is a product 
of personal responsibility and not a result 
of socio-economic conditions, Clinton was 


assuming the posture of the Reaganitc 
Right. The problem of crime was to be 
confronted not by disciplining capital to 
invest in creating decent paying jobs but 
by increasing repression. Neither Reagan 
nor Bush dared to point the finger a the 
Mack community for the violence resulting 
from social decay, capital (light and state 
disinvestment. 

If Clinton's welfare and crime legislation 
was an unprecedented direct assault on the 
minority rpoor. his posture freezing the 
minimum wage at 40 per cent below what 
It was during the early Reagan yatvand 
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AND DEVELOPMENT „ 

74 ValshaB, Pttampura, OeW-11<H»4. 

Ph: 727856S/7162986 Fax: 91-1 1-722S473 

RESEARCH PUBLICATIONS 

1. Indian Shareowners: A Survey (1991) 

• Tha study presents tha findings o» the first aB-kxga Survey ol Indian Shareowner*, 
covering thoir growth, profile, portfolio charactertatlcs, experience*. prataranoa a , 
Intentions, time horizons, and also how Stay look upon tha servtoea amt 
Information provided to investors by companies and market intermediaries. K 
is based on a cross-aactlonal sample of about 6000 households who wart 
personally intarviawad. 

Tha survey is dMded into five parts: (1) Growth and profits of a har sownera. 
(2) Portfolio characteristics, (3) Shareowners' axpariencaa. (4) Intentions, and 
(5) Service and information quality. 

The Survey had bean sponsored by tha Securities end Exchange Board ot 
India, SBI Capital Markets Limited. Canbank Financial Services Limited and 
Bombay Stock Exchange. 

Price Rs. 1801- In Indie : US $ 30 outside India 

2. Stock Exchange Trading in India: Agenda (or Reform (1992) 

The Stock Exchange Division. Ministry of Finance. Government ol India, asked 
the Society in early 1991 to examine the present systems, practices end 
problems in stock exchange trading and to make recommendations, specialty 
concerning the Badla (carry forward) system. 

The above study examines the various problems at length, supported by 
empirical data. Wide-ranging reforms are suggested in order to make securities 
trading efficient, orderly and fair. 

The book is divided into two parts. Part One presents empirical analysis. This 
part covers an examination of the Indian trading practices, the volume end 
effects of speculation, investors' complaints and difficulties, Jobber's functioning, 
price volatility, market liquidity, structural shortcomings, and stock exchange 
administration. 

Part Two presents reform proposals, as suggested by the Society's study, as 
•Iso by the Pherwani Committee on New Stock Exchanges. 

Price Rs. 200/- in India ; US $ 30 outside India 

3. Mutual Funds and Aaaat Prafarsnca: Housahold Invaator Survey, 
2nd Round (1993) 

Tha survey was sponsored by the Unit Trust of India It is based on intensive 
personal interviews of about 2200 household heads on all-India basis It 
presents extensive empirical data and analysis of investor perceptions about 
mutual funds and changing asset preferences 

Price Rs. 250/- in India , US S 30 outside indie 

4. Shareowners’ Geographic Distribution: City-wise, Urban-rural, 
State-wise (1994) 

Tha analysis shows both the present distribufion and how >1 is changing. It 
is a scientific, thorough-going, painstaking analysis, not a routine commercial 
compilation. 

Its value has also in providing a technique which can ba used by marketing 
people for estimating shareowning population ot particular atlas several years 
info the future. Apart from its usefulness in tna marketing of securities, tha 
study provides insights into certain daep-seated and not-so-vtaible changes 
taking place in the Indian capital market 

Price Rs. 390/- in India , US S 30 outside India 

RESEARCH IN PROGRESS 

P/E Ratios in India, sponsored by the Indian Council of 8odai Science Re se a r ch 

The study is intended to trace tie dra ma tic historical change in Indian P/E ratios 
during 1980-94 against the international background and tha factor* behind tie 
change, as also in the tight ot financial theory. Other aspects to be txamtiied 
are how P/E ratios ere related to company size and how the future return on equity 
share i n ve s tment is related to tie P/E ratio at the time of purchase. 
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are feHcetfve of ttiWlHAIBe**t* gu*UH» 
ReagaqitttrickJa-down economics bite the 
mid-lWfo 

Robert Reich, the tecretary of labour, 
has rehashed all the neo-conserv stive 
arguments about saving jobs to maintain 
a minimum wage that cannot sustain 
workers at a subsistence level. The deep 
anti-labour, anti-Mack animus that per- 
vsdes all the major legislation promoted 
by the Clinton admioistraMon is the result 
of presidential initiatives not the result of 
caving in to rightwing pressures. The 
welfare-forced iabourtegisiation. the crime 
bill, inaction and opposition to increases 
in the minimum wage are ail part of the 
Clinton agenda, which the administration 
takes credit for and showcases to 
conservatives and stock market investors. 

Clinton's anti-labour and pro-big 
business commitments were most clearly 
evident in the massive aggressive campaign 
his administration pursued in securing 
NAFTA approval. With US society deeply 
divided, and a majority of working 
people opposed to NAFTA, the Clinton 
administration put maximum pressure on 
Congress people that surpassed anything 
organised by the republicans and its major 
corporate beneficiaries. With most 
industrial communities adversely affected 
by corporate moves to low wage areas and 
big business clearly benefiting from greater 
opportunities to protit overseas. Clinton 
clearly was marking the pro-corporate 
character of his regime 

Neither Bush nor Reagan had shown 
anywhere near the capacity or willingness 
to engage in the strong-arm tactics that 
Clinton demonstrated in serving big 
business overseas interests The Clinton's 
neo-conservative initiatives clearly reflect 
<he will of the new democrats to outcompete 
Reaganile republicans us the most conse¬ 
quential supporters of overseas expansion 
while maintaining a law and order regime 
ai home. 
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acquiescence of the Clinton MkwWiimrtmiA 
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reason why the national health plan has not 
only been semtiedbm is actual!? being used 
to reduce federal outlays for Medicaid and 
Medicare. As uni venal coverafedbappean, 
Clinton has indicated an increased support 
for cutting medical funds for the poor and 
aged to cover a fraction of these who have 
no coverage. 

Clinton ’* caving in on health care reform 
is the inevitable consequenceof hisdefence 
of big business on NAFTA, crime and 
welfare reform: the rightwing agenda has 
unleashed social forces which undermine 
the limited health reforms of the administ¬ 
ration. Business has no sense of reciprocity. 
It is not willing to trade oft a senes of major 
concessions from the Clinton administ¬ 
ration in exchange tor supporting a health 
programme that entails increased employer 
responsibilities. 

Once Clinton defined his political agenda 
as promoting overseas expansion, reducing 
the budget deficit and cutting back social 
welfare spending, business has merely 
carried these policies to their logical end: 
opposing any new social payments and 
shifting the burden of health insurance 
from one sector of the poor to another. 
Clinton's adoption ol the compromise on 
health legislation with its emphasis on 
holding down federal costs, not extending 
health coverage, is consistent with his other 
socio-economic initiatives. The policy of 
fiscal conservatism and trickle down 
economics is being played out m the health 
legislation, less federal expenditures and 
incremental increases in coverage The net 
result is mil an improved health package 
hut a cheaper health bill with reduced 
coverage and levs quality care for (hose 
under current Medicaid and Medicare plans 

A similar process has taken place in 
relation to public lands and their ex¬ 
ploitation by mining andcattlc corporations 
The initial policy was to reform existing 
exploitation by limning areas and tncreas- 


Fk»m Nm-OtNsntvATtvF Ismsim 
ni "Cavisk; In” 

The Clinton neo-conscrvative policies 
reinforced the righiwing forces in the US. 
strengthening their capacity to intervene m 
areas where the Clinton administration 
initially proposed social reforms: pensions, 
health care, and public lands. 

Clinton's forceful signals of pro-business 
favouritism encouraged corporate busi¬ 
nesses to accelerate the elimination of 
employer-sponsored pension plans, shifting 
the payment ami responsibility to wage 
workers. By the end of the Clinton 
Administration, only a fraction of workers 
will be covered by corporate-financed 


mg rental lees In the end. Clinton'* nco- 
conservativc allies on NAFTA, minimum 
wage restraint, forced workfare, and the 
repressive crime htll redefined the public 
land policy 10 suit the corporate interests: 
land allocations, land rentals are more or 
less m line with traditional slate policies 

CoNCtl’SKUN 

Clinton, because of his democratic 
credentials and populist rhetoric, has been 
able to do what neither Reagan nor Bush 
were able to do: shift the debate on social 
policy I rum social welfare to police 
repression, imm blaming corporare 
institutions to Naming Macks for urban 
decay, from providing minimum care for 
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to work'for subsistence wages w it h ou t 
adequate child support system*. 

It should not be surprising thatCUntou's 
popularity is declining among blacks, 
working people and ecologists who voted 
for him. Even as publicists for the Clinton 
administration trumpet their economic 
successes, rising profits and stock market 
indices, economic growth and the additkM 
of 4.S million jobs, they fait to understand 
that these successes are precisely the emuet 
of popular disenchantment. This is nor 
because ot a perverse tecapacity to 
appreciate good tidings, but rather because 
these successes are the resuit of declining 
living standards; losses of well paid, while 
and blue collar employment is net 
compensated by the growth of low paid, 
temporary service jobs Increased spouting 
on police and prisons and more death 
sentences mean more repression agatnM 
minorities while the free trade agreement 
means more job flight to Mexico. It was 
more than a symbolic coincidence that 
Clinton introduced his crime bill precisely 
at the moment when NAFTA was passed: 
more repression is needed to comam the 
fall-out from more factory cioamgs. Forced 
work, the rim-named welfare reform 
legislation, is not likely lo please poor single 
parents when the jobs ottered and the child¬ 
care facilities tail to meet poverty levels of 
income The apparent paradox of cc ono wuc 
success and popular disenchantment is 
resolved il one understands that different 
classes, races and genders are the wmnen 
and losers. 

The Clinton Right-turn, however, does 
not crcaiea new taxis of support on ihenghs. 
The affluent classes and corporate interests, 
while benefiting from Clinton's larpeme. 
have then own representatives to further 
pursue iheir agenda. Taking advantage ot 
the opening on the ngiu they want now to 
proceed further along, declining rtmigg 
health, welfare, pension and ftdy social 
security programmes. If Clinton dared logo 
beyond Reagamsm. the conservatives are 
now witling andatsieiogobcyoadOtnaoa's 
version of a business agenda. 

Clinton s Wall Street populism is the 
politics of falling between iwo chant-toting 
popular support without gaining a d h e raw s 
among the affluent classes. The mampoinL 
however, is that white Reagan and Bush are 
out of office. Reagamsm ts doing very well, 
thank you 

The rupture with Reagamsm cannot hegpn 
to take place tn a Democratic party deeply 
em bedde d m this new model ot capnahma 
that reduces domestic social programmes to 
hasten capital aceumufatmu and global 
i nvestment. To reverse Reagamsm reqsBre* 
not only a change tn the potato! regime , 
but a charqp: ta the unscotre at the US state 
and socso-eronmuc system 
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Beyond Alterity 

VbnyLal 

The Rhetoric of EntMi India by San Suleri; University of Chicago Press, 


Chicago; 1992; pp ix + 230. 

IT is with a frontal assault that Sara Suleri, 
who established her reputation of few yean 
ago as a formidable writer of English and 
a major voice in the literature of the south 
Asian diaspora with a finely nuanced 
memoir entitled Meatless Days . begins her 
new study of “English India”, a work that 
she locates “within the discourse of colonial 
cultural studies'' while questioning some 
of the assumptions which have governed 
that discursive field. Suleri argues that the 
study of colonial discourse has been too 
bound to the idea of otherness, to the 
binarism of east and west, female and male, 
colonised and coloniser, to allow the 
decentring of master-narratives to which 
it aspires and which has been so critical 
for the arguments now associated with post¬ 
modernism and post-coloniality. No doubt 
the idea of alterity was indispensable to the 
formulation of a critique of the ideology 
and epistemological imperatives of the 
coloniser, and as Suleri would hardly deny, 
the brunt of historical and literary 
scholarship before the advent of ‘colonial 
cultural studies' did not have the political 
edge that most sensitive readings of 
colonialism are able to furnish today. 
No n et h eless, the binarism in the study of 
colonial discourse has obfuscated the 
“necessary intimacies that obtained] 
between ruler and ruled”, which created a 
“counter-culture not always explicable in 
terms of an allegory of otherness”, much 
as it has occluded an awareness of the fact 
that ‘colonial cultural studies’ is beset by 
its own binarisms, such as “the assignation 
of ‘cultures' to colonialism; of ‘nation’ to 
post-cotoosalism” (pp 3-7). Sulpn maintains 
that “to interpret the configurations of 
cotocdalisoi in the idiom of such ineluctable 
divisions” is to overtook and deny the 
“impact of narrative oa a productive 
disordering of binary dichotomies”; the 
overdetermination of difference hides the 
“anxiety of empire" found in-colonial and 
post-colonial imaginations (pp 4-5). 

Suleri rounds up the usual suspects - 
KipHag, Forster, Naipaul, and Rushdie - 
and a few more, most surprisingly Edmund 
Burke, by way of furnishing more detailed 
readings of her argument. If Burke was to 
poim to Warren Hastings as a man obsessed 
with power, driven by greed, a monster 
who never dined “without creating a 
famine” (p64),tbe trial ofWanen Hastings^ 

l ? 
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was routinely summoned in the colonial 
record as an instance of the unique capacity 
of Britain (and the west) for self-criticism, 
of Britain’s adherence to norms of justice 
and fairness and its impulse towards 
decency, and of the colonial power’s 
mechanisms for safeguarding itself against 
its own excesses. In the conventional 
reading, Hastings and Burke, men of 
passionate intensity, appear as largely 
opposed figures: while Hastings is shown 
as being intent on plundering India, and 
on laying the foundiuions for British rule 
in India. Burke is described as being 
committed to the preservation of India’s 
ancient institutions, eager to introduce 
accountability into the regime of 
colonialism, and even prepared to believe 
in the ability of Indians to govern 
themselves. 

It is this picture of Hastings and Burke 
as implacable antagonists that Suleri. in the 
first instance, seeks to disrupt. Burke never 
offered a critique of colonialism, and he 
was more inclined to view the failures of 
Hastings and his associates in crime as 
excrescences upon a system that held out 
the promise of doing good: as Suleri puts 
it, his impeachment proceedings were 
compromised by Burke’s inability to realise 
that “Hastings's misdeeds were merely 
synecdocbical of the colonial operation” 
(p 52). Colonialism was a larger enterprise 
than Burke was willing to ailow, not 
reducible to the person of Hastings himself 
or even to the institution of the East India 
Company, and a truly meaningful 
prosecution would have required the 
levying of charges “for which no language 
was ready” (p 55). Burke’s interest lay in 
making colonialism accountable, by which 
he meant that the East India Company was 
to dispense with the subterfuge of 
functioning in the name of the Mughal 
Emperor, as well as commensurable with 
Indian customs, traditions, and modes of 
governance. He was more interested in the 
preservation of authority than in exposing 
abuses of power, snd he could not 
countenance, in the language of his famous 
work on the French Revolution, “tlfc 
cashiering of kings”. 

In Suieri's account, Burke begins to 
emerge as a figure uncannily similar to 
Hastings, but she goes much further than 
that, principally by focusing on the trope 


of the 'sublime’, which seems to have had. 
in the 18th and early part of the 2Mi 
centuries, as wide a currency as did the 
tropes of 'wonder' and the ‘marvellous’ in 
the 15th and 16th centuries. Burke 
employed the trope of the sublime to render 
India obscure: he was to insist on the 
unreadability and unknowability of India, 
a land - “a very remote object” - that could 
not be represented through the English 
language, and that could be viewed only 
through “a very false and cloudy medium” 
(p 27). Drawing on the work of Donald 
Pease and others, Suleri argues that the 
sublime has always had an association with 
conservatism, and Burke turned “the 
sublime on its head in order to represent 
India as a catalogue of the uncategori sable” 
(p 28). Indian ‘intransigence’ allowed 
Burke and India’s colonisers to advance 
the idea that, far from being the object of 
Britain’s colonialist aspirations. India was 
positioned to contain the British and, as it 
had with previous conquerors, absorb and 
tame them. If the native was unknowable, 
he was always in a position to strike at his 
purported masters and to be impermeable 
was to be in a position of empowerment: 
on the other hand, intransigence dem a nded 
that India be rendered leu obscure, and 
this inspired the “colonial will to cultural 
description”. The terrain was to be 
thoroughly surveyed and mapped; each 
Indian was to be counted; and vast 
compendium! of Indian customs and 
traditions were to be commissioned. It is 
this ume will to description, this institu¬ 
tion of a regime of truth, that inspired the 
People of India project, a photographic, 
record that proposed to provide a specimen 
of each race and caste to be found in India, 
as well as Burke’s catalogue - a device 
used to great effect by his contemporaries 
like Swift to convey the notions of the 
absurd and otherness - of Indian geography 
(pp 29. 103-10). 

More than Hastings, Burke appears to 
have rendered India into the other. Suieri's 
intent here is not to reinforce the importance 
of otherness in colonial cultural studies, 
but rather to see how Burke, the ’friend’ 
of India, was complied with Hastings; his 
purported opposite, in the colonisation of 
India. No doubt Burke had “sympathy” for 
Indians, but as Suleri shows, Burke’s own 
work on the sublime suggested that 
“sympathy... is a dynamic of alienation 
rather than of association” (p 31). 
Ultimately the trial, as she maintains, was 
scarcely a “battle between East and West”, 
and its “most significant influence.occurs 
troublingly elsewhere, and even there, 
offstage” (pp 66-67). This is a point that 
Suleri cou|d have pursued further, for many 
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Wm debates purportedly Mtout 
i potailoHt m, about os' tad 'tfewm'. «m 
Often masking odw concerns. Burke was 
evidently more concerned, for example, 
about the effect of the iU-bcgnlicn riches 
of Hastings tad other nabobs on English 
politics, die diminishing Influence of the 
aristocracy, and the consequences of the 
entry of plebeians into the political life of 
England than he was about the political 
‘ future or cultural life of India. 

The idiom of uthemess. Suleri argues, 
simply rehearses "the colonial fallacy 
through which India could be interpreted 
only as the unreadabiliiy of romance"; The 
language of alterity can be read as a post¬ 
modern variant of the obsolescent idiom 
of romance*' (pp 11 -12). British women in 
India, while “implicated in the structures 
of colonialism”, were themselves victims 
of confinement (p 76). In some respects, 
indeed. Indian women appeared to have the 
edge over British women. The ‘zenana’, 
the women's quarters to which Indian 
women were confined, included children 
within its space: by way of contrast, 
throughout Anglo-Indian narrative, as is 
well documented, the separation of mother 
and child appears as “a sentimentalised 
motif that repetitively reveals the extent of 
ill traumatic betrayal” (p 80). More 
tremblingly, certain Indian women, such as 
nautch girls, were held to exercise an undue 
influence even over men bought up in 
England. These nautch girts, or courtesans, 
uncomfortable reminders of the fact that 
English women had b«m imported to 
perform the same function that Indian 
courtesans served to provide, were for 
British women a source of “a fear of 
proximity rather than of difference", and 
this fear was transformed “into the obscure 
discourse of the picturesque“ (pp77.92-93). 
Through the picturesque. British women 
travelling in India, such as Harriet Tyler 
agd Fanny Parks, while condemned to 
remain on the periphery, and compelled to 
sustain “the psychic strains of self¬ 
censorship” (p 75). could nonetheless 
“transfix a dynamic cultural confrontation 
into a still life” (p 76). 

Mott strikingly, it was the Anglo-Indian 
woman who appears to have been engaged 
in “an incipient questioning that dismantles 
colonialism's master narrative of rape”, 
and who understood the imperial dynamic 
“as a dialogue between competing male 
anxieties” (p 77). Without seeking lo deny 
the place of rape in the terrain of 
colonialism, Suleri is, however, critical of 
the “unquestioning r ec uperat ion of the 
metaphor of rape”, noting that for too long 
this “dominant trope for the act of 
imperialism” has served “as s subterfuge 
to avoid the striking symbolic homo- 
eroticism of Anglo-Indian narrative" 
(pp 16-17). In th e d e p i ct kw of the cotoniaed 


an a viototed fcraalr body, tfm discount 
of otherness is given (Ml play, and the 
binarisms-male and female, coloniser and 
colonlsod. white and Mack - within which 
the discourse, pivoted upon the metaphor 
of ravishment and possession, is 
encapsulated conceal the fact (bat the figure 
of “male emboli lement.,. more authentically 
dictates ihc boundaries of colonial power" 
(p 61). Thus, while most of the critical gaze 
has been turned upon Aziz's alleged 
ravishment of Adcia in A Passage in India. 
Suleri points mihe presence within the text 
ot un '‘alternative colonial model: the most 
urgent cross-cultural Invitations occur 
between mule and male, with racial 
difference scrvinjt as a substitute for gender" 
(p 133). Suleri finds ibe embodiment of 
homosexual desire in the famous scene 
where Fielding borrows Aziz's stud collar, 
and - less predictably - in the scene where 
Aziz takes him into his confidence, allowing 
Fielding lo have a look at his deceased 
wife's photograph, and thereby lifting the 
veil within which the Indian woman must 
otherwise be confined (pp 138. 142-43). 
But the novel enacts a more complex 
reversal of the metaphor of ravishment: 
when Adela lakes too literally Aziz's casual 
and wholly unintended invitation to visit 
him at home, we are witness not to die male 
possession of a "feminised territory”, but 
to the rather more unfamiliar scene of a 
female seeking to make an entry into "the 
habitat of colonised domesticity”, thereby 
pushing Aziz, “the tittle Indian”, into 
changing the venue of that meeting to the 
“exotic but empty space of an un visited 
cave" (p 139). The centrality and intensity 
of mate desire. Suleri goes on to argue, 
determines “the confluence between 
colonial and post-colonial stories”, a point 
that she seeks lo establish through a complex 
interpretation of Rushdie's Satanic Verses 
(p 195). 

Suleri’s reading of colonial texts as 
enactments of hocnocroticism is largely 
persuasive but not without its problems. If 
there is a colonial trope, effeminacy was 
certainly one, and the Indian male, when 
he was not a member of one of the so-called 
'martial races', was bound to appear in the 
colonial text as a rather delicate creature. 
So is Aziz, the quaint native: he is described 
by Forster as being “daintily pul together”, 
and in the courtroom Adela saw her alleged 
ravisber as a “strong, neat little Indian with 
very Mack hair and pliant hands” (p 136). 
That Suleri should leave the possible 
association between homoeroticism and 
effeminacy in colonial discourse un- 
examined is quite inexplicable. Secondly, 
she naturally recognises that Forster’s "own 
curiously [why 'curiously'?) dass- 
ronsrioui a nd croas-cukural homosexual 
experiences” may have cont ri but e d So the 
ImiMerotk strategy” of the novel, but 


that detail is dbadsaod a trifle too easily. 
Kipling’s life also appears to have been 
shaped by a latent homosexuality, and in 
any case it is rather surprising But Suleri 
makes no mention of the sensitive rending 
of Kipling furnished by Ashis Nandy 
< 1982). who has also been among the first 
scholars to alert us to the nervousness of 
masculinity generated by colonialism, 
besides pointing to the difficulties with the 
i rope of otherness when the colonisers and 
colonised were bound together by common 
anxieties.Thirdly.asa large part of femimat 
discourse, with which Suleri hak 
undoubtedly an extensive familiarity, ha* 
already argued with considerable force and 
clamy. much of colonial discourse is to be 
read as a communication b etw e en men. 
This discourse was often conducted over 
the bodies of women: thus the 
over determined metaphor of rape almost 
invariably layered another politics, the 
politics at once of desire and domination. 

It is. in the last analysis, to Suleri's 
critique of otherness, to the prevailing 
hegemony of the trope of alterity, to which 
we must return. That is certainly the signal 
contribution of this most difficult booh, a 
work of powerful if excessive -*»g— 
Suleri moves, in tne Rhetoric of English 
India, from the 18th century figure ofBurfce 
to the post-modern figure of Salxuu 
Rushdie, and this obedience to temporality, 
in a work that otherwise bids farewell to 
conventional readings and predictable 
structures of narration, is somewhat 
disconcerting, if colonialism is not 
contiguous with the actual exercise of 
domination, existing long after the 
colonisers have departed, and pest- 
colonialism is complint with colonial tsm. 
thendocscofomalism get inaugurated only 
with the formal institution of empire? 
Despite Suleri's stnetwes against Benedict 
Anderson's Imagined Cn—nn/’tirr (p 7), 
her own book suggest that she has not 
entirely liberated herself from viewing 
modernity as a movement of temporality. 
The question of temporality aside, the tax 
chapter on Rushdie su g gests that alterity 
u already a diminishing trope in what Suleri 
describes as "colonial cultural w a d i es” . for 
the location from which we speak, at post- 
colonial critics have been arguing, is critical 
to the determihatioa of the politics of oar 
utterances. The Rhetoric of English tod la 
remains, in my case, one of the moat 
enduring t es ta me n ts of a "notarial cu ta ra l 
studies" imbued with a more enhanced 
degree of sdf-refkxivity about Its own 
practices. 


Adas Nandy (1982): The tawwr Enemy Lem 
and Rec m ery rf Sef Under Cokmhdbm. 
Oaferd IMverrity feeaa. Drib. 
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Inducting North-East ki Nation’s History 

SnjalNag 

Sodal Movements in Manipur by N Joykumar Singh; Mittal Publishers. New 


Delhi. 1992; pp 162 + xii. Rs 190. 

ITis remarkable lhat in recent times, many 
communities of north-cast India, big or 
small, have understood the importance ot 
historiographical practice and ate making 
serious efforts at the reconstruction ol their 
. own respective histones. The output has 
not only succeeded in enriching and 
diversifying India's past but even 
challenged the dominance ot 'muin- 
streamist’ historiography. Indeed, north¬ 
east India hardly ever finds any mention 
in the textbooks of Indian history, most ot 
which subscribe to the above school. 
Manipur has been a bit fortunate in ibis 
regard. Jawaharlul Nehru's accidental 
involvement with lhc Gaindmliu story 
brought the movement led by Jadonang - 
Gaindinliu in Manipur into national locus. 
Similarly, the Kuki and Kucha-Nagu 
uprisings were accorded recognition due 
to the new found enthusiasm in 'history 
from below'. But Manipur still had a lot 
- more to tell to the rest of India in terms 
of what can be characterised as 'social 
movements'. N Joykumar Singh's hook 
under review details these fascinating 
succession of events in a very simple and 
unassuming way. 

Intimidated by the expansionist designs 
of the Burmese. Manipur was compelled 
to seek the assistance of the British who 
entered the state in (he guise of savioui hut 
refused to back out. Although theoretically 
Manipur hud an Indirect Rule, its 
subjugation was complete. The subordi¬ 
nating of this subsistence economy to a 
vicious colonial order created immense 
strains and a series of crises which was 
reflected in the outbreak ol a succession 
of revolts against the system Within 13 
years of its occupation by lhc British, the 
first uprising took place in 1804. The next 
15 yean saw the kukis nsc in revolt (1917-19) 
led by a miracle worker The kukis (ought 
a guerrilla war against the British lor about 
two years before being crushed. The turn 
of the decade saw the Kubui Nagas up in 
arms led by Jadonang who professed to 
possess supernatural power. The battle was 
carried by Gaindinliu after Jadonang was 
executed. While in all these cases the 
objective was to reinstate their 'own rule', 
the backdrop was provided by the colonial 
rule. imposttiooMbUcs. demand of soldiers 
and l aj ^q urinf afott^ the trtbals and the 
ChnsttaMHHMltyj|cliviiics.ThcNupilan 
m(ncmd®3BBw'vailaunched by Mcilhei 
‘2. .women agatnarthe unscrupulous - Mayang’ 
(outsiders) traders who exported local 
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foodgruins to meet the war time demands. 
The Irabut's movement (1946-51), a 
Telengana-like uprising, attempted a 
communist coup in Manipur, to overthrow 
the autocratic king and establish a peoples' 
republic. Iruhat also launched a slate 
peoples movement lor a responsible 
government. Joykumar Singh details the 
hurried manner of the Indian state in securing 
the merger of Manipur through threats and 
baits, completely ignoring the elected 
representatives of the people and thereby, 
irreparably hurting the collective pride of 
the people of Kahglaipak (Manipur's local 
name). 

The auihor starts with u theoretical 
discussion of the concept and typologies 
of social movements whieh could prove 
beneficial to lhc students. His attempt to 
characterise the various movements that 
took place in Manipuras 'tribal', 'women', 
'political' and ’revolutionary’, can he 
debated about. But the concept of social 
movement itsell is so fluid and accom¬ 
modating. that venturing into any such 
debate might lead to the loss of historical 
importance of these movements in the 
morass ol ici mitiologics and parameters. 
However. Singh tv right in pointing out 
that though Supdun was a women's 
movement, it was an anti-colonial 
movement without any leminist ideology. 
But the negation ot the revolutionary 
content ot the kuki and Zclirangrog 
movements by labelling them as tribal 
movements might not be acceptable to all. 
The author also fails to convince how lhc 
Jadonang-Gaindmliu movement can be 
called 'Zcliangrong' movement lp57)sincc 
the latter was a post-independence 
phenomenon Such a classification reflecls 
a particular political position Similarly, ii 
is erroneous that Gaindinliu movement 
attempted to be a part of the Indian national 
movement <p 63). The available evidence 
Suggests that Gaindinliu had no idea about 
the Indian national movement. She had 
only heard aboul Gandhi's endeavour lo 
expel the British from the area, a possibility 
she rejoiced Although the author has 
provided vital statistical information 
regarding lhc background of the movements 
fpp 76-80). he fail* to trace the continuity 
aind change in these successive outburst* 
Lack «fanalytical endeavour is responsible 
forthwlapse. The book iv a plain narrative. 
Perhaps the most important aspect the book 
misses is to delineate the regional 
djj*(*^ipeni s against an all-India backdrop. 
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spared the author from making stiietrmu, 
such as. "the Kuki and Zcliangrong 
movements were entirely different from 
oilier tribal movements of India” (p 43). 
A careful study indicates the opposite. The 
author’s reluctance to perceive the 
developments of Manipur as a part of the 
all-India phenomenon prevents him from 
pinpointing the circumstances that 
constituted the background of the forceful 
merger of Manipur with India, lrabat's 
communist coup in Manipur took place 
when throughout the country there were 
eommunist-lcd uprisings that created a 
communist phobia in the Indian state. The 
rising of the ‘red sun’ in China and Burma 
gave an international dimension to it. In 
other areas the Indian state had used the 
stale peoples' movement to effect the 
merger hut in Munipur it did the opposite. 
Only acareful analysis would have brought 
out these significant points. The author 
also makes contradictory statements like 
“Manipur was able to withstand any 
onslaught due to | the strength of] its political 
and cultural character” (p 20) when his 
study shows that Manipur was neither able 
to withstand the cultural attack from 
Hinduism nor (lie invasions of Burma or 
the British The author notes that Manipur 
had a rich historical tfadition and distinct 
cultural identity (p 20). But he refrains 
from any comparative study which would 
have shown the distinctiveness ol 
Manipur's pultlicul and cultural identity. 
The book also wrongly mentions that the 
hill-plain divide was a creation of the Bntish 
Ip 38) when in tact ii was a continuation 
of the policy followed by the Mcithei kings. 
There arc also examples of unwarranted 
value judgments like “the Lallup system 
[a kind ol scmi-serldnml was good lor 
Mantptn" (p 29). These issues ore stressed 
because in the long run they have political 
implications. Regional historiography 
should not be regionalist in oullook. K M 
Panikkar has already cauiioncd us against 
the glorification ol regional specificities or 
events that lead to false pride. 

The autlHtr's claim that no substantial 
study has been done on these movements 
is also not quite correct. Apart from Sumit 
Sakar’s Modem India, Ranjil Guha's 
subaltern scries. A R Desai’s volume on 
peasant movements. K 8 Singh's volumes 
on tribal and socialf movements, there arc 
at least 10 unpublished dissertations and 
published works (mostly from Manipur 
university itself) dealing with these 
movements. However, it must he Mid to 
the credit of the author that he has supplied 
enough material for the authors of (he 
textbooks on I ndtan history or for a historian 
working on national history to include the 
north-cast in their forthcoming volume* 
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Intellectual Property Rights in 
the Uruguay Round 

An Indian Perspective 

DMNndume 

The recently concluded Uruguay Round has ushered in a new era of strengthened intellectual property protection. 
This is likely to have several consequences for LDCs. not all of which are transparent. The main focus of our paper 
it to examine these consequences. Special attention is also given to the specific areas in the Indian patent system where 
modification will be necessary and to how such imnlificalion will affect the economy at large. The pharmaceutical 
md biotechnology sectors are analysed in greater detail. The threat of trade retaliation is examined injhe earl) part 
W the paper and the penultimate section examines the seriousness of this threat from India's point of view. 


W 

1 

Introduction 

PHILOSOPHICAL altitude* lo Intellectual 
Property Right* (henceforth IPRs) have 
historically ranged between two extreme* - 
on the one hand wc may distinguish the so- 
called natural right* view of the IPKs. best 
encapsulated in the Hegelian dictum that 
"an idea belongs to its creator because the 
idea is a manifestation of the creator's 
personality or self [Hughe* l9Kg|. on the 
other, there is a utilitarian view stressing 
the role of innovation* in promoting 
industrialisation by local diffusion of 
knowledge | Andcrfcli 1971 and Machlup 
19581. National IPR law* usually embody 
aspects of both view*, with 'strong' IPR 
regimes setting greater store by the naiural 
rights vtewpoint and 'weak' regime* 
emphasising the other end of the spectrum 
The deliberation* attendant upon the 
recently concluded Uruguay Round 
witnessed a marked polarisation o( views 
on IPR* with the industrialised west, 
spearheaded by the US. taking up the 
cudgels for strengthening IPR* globally 
and the third world countries ottering 
spirited resistance to the US initiative* 
The final outcome represents a definitive 
victory for the industrialised countries' 
viewpoint and all indications are that the 
LDCs will have to go through a prolonged 
and painful period of adjustment in their 
national IPR systems in the coming decade. 

The primary aims ol this paper are two¬ 
fold - firstly, to analysethc political economy 
and institutional factors responsible for ihe 
attitudes to the IPR* in theindustrialiscd and 
developing countries. (The US and Indian 
cases wc for the sake of specificity, taken 
as representative of the indutinalixcd and 
developing ctntmry,perspectives respectively 
though, of course, it is recognised ihal some 
divergence of views within each group is 


only to he expected.) The second focus of 
the pa|ier is more specialised, and deals 
with the scope and magnitude of adjustment 
that the IPR regime in India will have to 
undergo under the imperative of the Dunkcl 
Draft and whether these adjustments will 
impinge lavourahly oririncally on India's 
mediunuerm and long-term economic 
prospects Two sectors where IPRs play a 
crucial role. vi/. pharmaceuticals and 
biotechnology are studied in some detail. 
The option advanced on some lora in India 
about “optingoul" from the I Jruguay Round 
recommendations is also given some 
attention 

The organisation nl the paper is as follows 
The next Section ill) delves into the 
motivation* behind the move to global 
strengthening of the IPRs initiated by the 
f IS Since this is well-charted territory, the 
Jiscussion is a bit brief. The LDC point 
nl view, however, is elaborated in greater 
detail in Section III The economic impacts 
ol thhe new IPR regime are discussed in 
Section IV. The pharmaceutical and 
biotechnology' sectors arc studied in 
Section* V and VI. Scciion VII is Jcvoicd 
lo a critical examination ol the "opt out " 
possibilities. Conclusions are gathered in 
the final Section tVllli 

11 

Industrialised Countries’ Viewpoint 

The must prevalent methods of intellectual 
property protection are (i) potent*. Oil 
investors' certificate* la lorm ol non¬ 
exclusive patera commonly used tit the ex- 
centrally planned economies), (lii) plant 
breeders right* (a patera-type protection 
afforded to traditionally bred plain vanctie*). 
fiv)copynght*.(v)tfadcmatksandiviMrade 
secrets. Of these inwrumera*. patents have 
figured most prominently in the fPK debate, 
and most (hut not all) ofourdtscussum wiH 


pertain to this particular mode of intellectual 
property protection 

Oiangiw. Ti/iimology CusOAiTEaimc* 

One ol the primary rcasohs responsible 
for i he movement in favour ol stricter global 
IPR regime gaming currency in the developed 
world, is m he sought in the fundamental 
changes in I he character ol technology which 
have occurred in the past two decades. 

(i) Firstly, and perhaps most importantly, 
as highlighted by Freeman < l974t.Mytaika 
(19X7 ) and Kaphnsky (I989|. the 
knowledge intensity ol production has 
increases! and simultaneously so has (he 
scicncc-contcm of knowledge Those twin 
developments have had several important 
ramifications, which impinge critically on 
the issue of IPRs Thus, as knowledge 
intensity has grown, the individual inventor 
has been replaced by the corporate entity, 
and growing scicntisalton has increased 
the optimal plant Mac. implying scope for 
exploitation of wale economics' v ery o ft en 
by 1 1 anscending national houndanctI Thais 
mtefleviua) property protection n an more 
being sought by scattered individual 
innovators hut by mega-corporation* and 
transnational enterprise*. This is parttcufarty 
true oi ihe pharmaceutical and bioioch- 
nofogy sectors. 

(it) Secondly, the post-1970s have atm 
witnessed a major transition {font ntu 
production to flexible specialisation, hrowghr 
about by the instability in global markets 
(Piore and Sahel IV«4| This had the 
consequence* of shilling the locus from 
price competition to product characteristic 
and design in the arena of mtentattona 
trade. With commodity design ho conUa 
the kmgptn of the competitive process 
(especially in commodities such as 
garments and loutwvao. the prot ecti on 
accorded to innovative designs wnimtt 
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central importance. Since such protection 
is usually weak in LDCs and further, since 
, the main innovations in design are centred 
in the developed countries, there ii natural 
tendency to strengthen IPRs in Ihtsdhection 
in the Inner group of countries. 

(iii)The ‘electronics revolution' has also 
called into question some of the traditional 
approaches to IPRs and their protection, 
liie pace of diffusion in electronics is quite 
rapid, imitation is often cost less and difficult 
to prove and duplication via reverse¬ 
engineering can be relatively easy (semi¬ 
conductors being a particularly striking 
example). Thus technological leakage (both 
domestic and transnational) is common and 
hence, affected interests in industrialised 
countries have been quite active in lobbying 
for stronger protection. Largely as a result 
of the pressure exerted by die film and 
recording industry as well as the computer 
(hardware and software) industry, the US 
Copyright Law was amended in 1976 to 
broaden the coverageof copyright to include 
music, films, choreography, computer 
programmes, spreadsheets, etc. Since the 
period of protection under the US Copyright 
Law is 50 years plus the life of the author, 
the protection afforded is. in fact, substantial 
and fears have been expressed about the 
advene impacts of such legislations on the 
diffusion of ideas in an area of rapid 
growth possibilities. In the field of semi¬ 
conductors, the 'protection was similarly 
strengthened via the US Semiconductor 
Chip Protection Act of 1984 whereby semi¬ 
conductor topography was accorded 
protection for 10 years. 

(iv) Perhaps the most striking tech¬ 
nological development of the past few 
decades has been biotechnology whose 
vast potentials have not yet been fully 
realisixl. Buttel et al (1985) have identified 
the following main thrusts of biotech¬ 
nology which are likely to have a significant 
impact on agriculture and health, in both, 
industrialised and developing countries (a) 
plant genetic-manipulation and breeding, 
(b) industrial tissue-culture, (c) embryology 
and hormonal implants and (d) the genetic 
manipulation of micro-organisms to 
substitute for existing agricultural products. 

The biorevolution poses several 
problematic issues for IPRs. Firstly, most 
national patent systems do not provide 
patents for micro-organisms (the US is an 
exception), but the peculiar feature of 
biotechnology isthatconsidemfete resources 
need to be devoted to i|$Mify micro¬ 
organisms and in the absence of adequate 
protection, investmenthuhiractivhy is likely 
to fall short of the social optimum. Secondly, 
incontrast toother sciences, the link between 
the scientific origitMof an idea and its 
commercial exploitation is direct, and the 
time lag between invention to innovation is 
v negligible. The ‘disclosure requirement’ of 
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the traditional patenting system arty thus 
prove to be an indu ce m ent for Metal 
duplication - hence the demand that the 
disclosure requirement he ptet by a deposit 
of the mtcro-organiim. Further aspects of 
the IPRs in biotechnology will be discussed 


dofoMic wTi iff wintfi | in 

Ism, but we m ust n os e h e re that preasurtstag 
foreign gove rnm ents is an effective option 
only for i hegemon. The theory ofbepomonic 
stability maintains that theglobal leadership 
and en fo r ce me n t functions usually devolve 


in a later section. 

The preceding discussion highlights two 
important facts, viz, that substantial 
technological changes have occurred in the 
past two decades, which necessitate revision 
in lhe traditional approach to IPRs, and that 
almost all of these developments have 
occurred in the industrialised pari of the 
World, especially in the US. It is then no 
wonder that a large part of the initiative to 
strengthen IPRs across the globe has come 
from that country. 

US Imperatives 

The US goals in the Uruguay Round may 
be formally described as (i) the achievement 
of a comprehensive and self-actuating 
agreement on TRIPS to replace the current 
method of dispute resolution in this area via 
ad hoc country-specific approaches and (ii) 
to legitimise the linkage between IPR issues 
and the global trading system, or putting it 
more plainly, to make trade sanctions a 
powerful weapon to bring erring countries 
in line with the US viewpoint on TRIPS. 
While the mechanism by which these goals 
have been sought to be achieved are well 
known (and will be briefly described below), 
a satisfactory analytical framework toexplain 
the US position is lacking, though UNCTAD 
(1990:59-156) presents certain tentative 
guidelines in this regard. The UNCTAD 
model is predicated on two fundamental 
principles - the product-cycle theory of 
international trade [Vernon 1971 and Kurth 
1979) and the hegemonic-stability theory of 
international relations [Gilpin 1987). 

Vernon’s (1971) product-cycle theory is, 
of course, well known to economists. 
Nevertheless, with a view to maintaining the 
continuity of our discussion its key elements 
can be briefly re-staled. The four stages in 
the life-cycle of a product art identifled as 
(i) innovation and introduction in the 
domestic market, (ii) saturation of the 
domestic market and the search for foreign 
markets, (iii) foreign investments by the 
industry for the provision of the product in 
foreign markets and (iv) exports of the 
product from the foreign countries to the 
original home market. While Vernon 
presumes that the innovating transnational 
corporation would remain in control of ail 
the four stages of the product-cycle, in the 
absence of strong IPR protection abroad, the 
last two stages might well be appropriated 
by foreign imitators. The UNCTAD report 
underlines the strong possibility that the 
transnational corporation would be impelled 
to lobby its government to press for stricter 


upon the hegemon (if one exists), and at a 
logical implication, maricett wffl be relatively 
open in the presence of a h egemon and 
relatively protectionist in its absence-a 
hypothesis well-supported by the experience 
of Britain in the 19th century and of the US 
in the post-second worid war period. But the 
hegemon that seeks to estabtiih an open 
market for goods also will seek to establish 
closed markets for intellectual property. 
Purther, concern with free trade in goods is 
likely to be paramount whan the hege m on 
is in e strongly competitive petition raSe, 
when moat of its industries are in did tint 
three stages of the product cycle), whereat 
IPRs become the dominant concern when 
the hegemon is losing its competitive edge 
with the bulk of its industries in the last 
stages ot the product-cycle. The UNCTAD 
report thus attributes the hardening of the 
US stance on IPRiin the 1980s toits declining 
competitive status. Interestingly the theory 
also attempts to explain the use of trade 
retaliation as the favoured instrument in 
seeking stricter lPRenforcement - the losing 
competitive edge by the hegemon means 
that foreign imports claim a large share in 
iuown market to that the economic weakness 
of the hegemon become precisely its political 
leverage. 

The weaknesses of the above theory stem 
from the inad e quacy of the product-cycle 
model as a theory of international trade. 
Currently the accepted paradigm for 
explaining trade-flows seems to be the intra¬ 
industry trade theory, at least where Hade 
between advanced countries is concerned. 
Even in trade between advanced and 
developing countries, the product-cycle 
theory runs into several difficulties. If the 
products in question are durable consumer 
goods. then several LDCs (e g. India) severely 
curtail such imports, and investment from 
abroad in the production of these goods is 
alto restricted, so that the product-cycle is 
not allowed to operate in such cases. In the 
case of capital goods also, it it doubtful 
whether the product would go through til 
the four stages identified by Vernon( 1971). 
In particular, it may be difficult foranLDC 
to export a capital good to an industrialised 
country, even after Us production has 
attained the “routine** stage for the simple 
reason that low wages (on which Vernon 
rests the major part of his argument) may 
not be sufficient to lend the LDC a 
competitive advantage - the capital good 
in question may depend on other resources 
such as capital, skilled labour and scientific 
inputs in which the LDCs may mi have 
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at alt would exist for web * capita) good 
in an advanced country in view of the 
rapidity of technological chaafe and 
obaataaoence in the latter. Anyway, on the 
empirical plane, LDC imports have had 
difficulty in maintiininf. leave alone 
inemsinf, their market share in the 
industrialised co un t ri es, Thus the UNCTAD 


(1990) theory does not furnish a very 
satisfactory explanation of the imperatives 
behind the US nance, and alternative 


explanations have to be sought for. 

The maior contribution ofthe above theory, 
however, is that ft highlights a crucial fact, 
vix, that the interests of a national economy 
in IPRs evolve over time, and ate a function 
of its internal economic and political 
situation. The precise status of its national 
[PR regime wiQ be the outcome of conflicting 
inlerestsbetwoen the innovators sndtmttaton 


and other groups in society, as resolved 
through the political process. As innovation 
proceeds apace, the interests of innovators 
would dominate that of imitators, so that in 
the early stages of development a nation 
might favour weak IPR regimes (witness the 
US non-participation in international 
copyright arrangements for the first 100 
yean of the system’s existence), but in the 
later stages of development, the same nation 
would advocate strengthening of IPR*. Apart 
from hnitaeon and innovators, other interests 
are also affected by the status of the IPR 
regime-consumers, agriculturists, and 
organised labour but following Olson's 
(1963) theory of collective action, the 
influence exercised by such groups would 
depond upon their capacity for effective 
organisation and this capacity would show 
considerable intertemporal and cross¬ 
national variations. This point will he 
resumed again in the discussion bearing on 
lyOCa in the next section 


US Poucy heturms 


USconeemsaboutlPRs have found outlets 
both la ha bilateral relations with other 
countries as well as in its initiatives on 
muUbaeral fora such as the OBCD. WIPO 
and moat especially GATT. The US led 
initiatives in GATT have largely succeeded 

toeatabUahiae a now world order, more 
anuned tothe advanced countries' viewpoint, 
and under such circumstances a legitimate 
concent is bound to emerge in LDCs as to 
whether the bilateral initiatives have become 
superfluous, especially fat view of their 
rpamtionabie conformity to thrGATT legal 
fr ame wor k [GATT 1999], The minimum 
that the LOCs may expect is asoft-pedaltiiif 
on aome of the bilateral tokiaiives, which 
hav*bean particularly severe in the laat five 
yews. 


-'Hn main bilateral initiatives me ( 1 ) 
Section 937 of the US Tariff Act of 1930 
at amended la t9M, III) Section 301 of 
the US Trade Act of 1974 as revised la 
1984 and I9t8 and (iii)tbe Super 301 and 
Special 301 mechanisms created by the 
Omnibus Trade and Competitiveness Act 
of 19W. These sections provide for various 
measures of retaliatory action by the US 
on the trade front mainly, as a counter¬ 
check to violations of iPRt in other 
countries and have been invoked quite 
regularly (mostly against LDCs) since their 
coming into effect [UNCTAD 1990 and 
Kaplinsky 1989 for details]. 

Ill 

The LDC Viewpoint 

SctencxmLDCs 

In hit classical perspective on the history 
of science. Bernal (1970) distinguishes two 
phases in the development of relations 
between science and economic dev el opme n t 
An early phase m which scientific discoveries 
originated from the study of production 
technologies rod a later phew in which basic 
science became the source of technological 
innovations - in chronological tenusthe first 
phase coincides roughly with the early stages 
of the industrial revolution in England, the 
second starts with the emergence of eketneai 
and organic chemical industries. Further. 
Bernal demonstrates that in any society the 
links between science Mid production evolve 
as a result of (he histone process of 
development of economic organisations. 
Building on (his premise. Herrera (1972) 
theorises on how and why in LDCs most 
scientific research is irrelevant to national 
goals like defence and economic develop¬ 
ment. whereas in advanced countries R and 
D is much more goal-oriented. While 
enumerating all the links in Herrera's chain 
of analysis would lake us far afield, some 
of his nuqor observations merit noting; (i) 
LDCs lend to spend much more on basic 
research than on applied research, whe rea s 
m advanced countries the situation is exactly 
the opposite, (ii) whatever applied research 
exists, (in LDCs), usually occurs in a 
fragmented fashion with few links to 
industrial produ c t i on, (tii) basic resea rc h 
can be sometimes of very good quality but 
such r esea rch is likely to be co n n e cte d to 
the scientific systems in advanced countries 
and the centres of exc e lle nce in basic research 
iR usually likely to be i s oimed enclaves 
with Holt bearing on local R and D and (iv) 
the problem in LDCs is not so much the tow 
level of R and D (as is anally supposed) 
but the feet that this R and D is not property 
e mb edd e d in the sdbona) structure of 
pfoAtcdoft. SoMttiNMift ©taocvutom htw 
m import aw borif on tfacdtscwakw dm 
follows.- 


Paxaosqsu or Tbcxmcal Cmamoe 

m LDCs 

To appreciate the attitude of LDCs to 
intellectual property. it is important to study 
the perceptions about technical progress and 
economic deve l opment in these countries. 
The dominant pariuiigm io this regard in the 
early 1970s was the so-called ' de p en den c y 
school' originating in Latin America with 
heavy overtones of the Marxian theory of 
imperialism (Funado 1964. Warren I960. 
Fransman 1985]. According to the 
dependency school. LDCs tend to veer 
towards technological dependence on 
industrialised countrieadueioacowhinaHrw 
of factors, chief among which mu (i) the 
income distribution is overwhelmingly 
skewed in favour of the upper classes, who 
dominate consumer goods markets, (ii) the 
elite demand the tunc frMw ifr of ooommer 
goods as prevail in the develo p e d countries 
due to the operation of the 'demonstration 
effect*. (Hi) the manufacture of such goods 
is accomplished via i mpor ts of technology 
from the industrialised world (in the form 
of industrial inputs and machinery) and (hr) 
the necessary, foreign rwrhangr for such 
imports is obtained by exporting primary 
products. 

Several corollaries follow from these basic 
tenets of the dependency school: 

(i) TNCs become the dorm a nt s u p p liers 
of technology to developing mail ins. 

(ii) The loins of technology supply creme 
conditions for the nourishing of m o n opo l ies 
in developing countries: 

(iii) Such monopolies exhibit no 
technological dynamism of their own; and 

(tv) Technical innovation in the 
developed countries is of the labour-saving, 
capital-using variety and is umpprapriM* 
to the factor endowment situation la LDCs 
| Stew an I972|. 

The lastpropoaiUon ispartioriariy germane 
to the theme of our paper and undethes ire 
strong opposition to a suffer PR regime 
among the LDCs. expressed in a serin of 
initiative* at the UN (hrginmng with foe 
BraaKanrcsoiurionm 1961 srvtiaf mririnni 
to the Fans convention and f o B o w ud by 
similar resolut i o n s at Nairobi (1911) and 
Geneva(l982.1984)]. It is worth noting foal 
several developed country e co nom ists have 
also questioned the relevance of a mnugiPR 
regime for LDCs. Both FUnroae (1951) and 
Greer (1973) have sugge s te d font LDCs 
dnidJ be ftooi iotscMtionel pM 

arrangements. More recently Btfeni (1990) 
has also taken a faoiy s ynt p Mhrrir view of 
the LDC position: co mi a nti ng on foe 
Uruguay Round negotiations he remarks "h 
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facilitated by the absence of international 
agreed antitrust rules’'. 

Even though the early i 970s was a period 
when the dependency theory held fully 
sway in the LDCs. by the end of that 
decade, some of its more rigid conclusions 
had been increasingly called into question. 
Stewart (1977) was talking about the 
"advantage olbeing a 'latc-comer' in terms 
of development" and Lull (1975) was 
cautioning that "A blanket concept of 
dependence applied to all LDCs is quite 
misleading". By the 1980s. the dependency 
theory seemed to he in retreat, largely as 
a result of the economic successes of several 
third world countries in Latin America as 
well as the ‘tigers' in Asia. Such countries 
had successfully adapted foreign 
technology to local factor endowments by 
pursuing a ‘technology following’ strategy 
rather than a "catching-up' strategy, 
building up incremental technical changes 
rather than aiming for major technology 
breakthroughs. Any theory of technological 
change and development ought to account 
for these experiences which did not easily 
fit into the dependency paradigm. (See 
Ether (1984) however, for a determined 
effort to have dependency theory 
encompass these cases. | The new theory 
which emerged may he called as nco- 
Schumpetenan (Freeman ct al 1982, Katz 
1984. Teitel 1984. Fransman 1985. etc), 
being fairly close to the original Schumpeter 
<1934) model in its dynamics hut 
emphasising incremental rather than major 
technical changes. The nco-Schumpcterian 
theory stresses the advantages attached to 
being a ‘technology follower' viz. reduced 
costs of knowledge acquisition and risk- 
hcanng. A quick imitator is usually more 
economically successful than a pioneer, since 
imitation (and adaptation lot technology can 
be based on relatively 'shallow' levels ol 


knowledge, and the crucial factor in 
technology adaptation may be human 
resources geared to incremental, rather than 
basic designing skills. 

The implications of the nco-Schumpcterian 
view for IPRs have not been examined 
hitherto, but they arc relatively straight¬ 
forward. Those third world countries (like 
India and South Korea) which have 
threshold scientific and technological 
capabilities can successfully resort to a 
'technology-following* trajectory and an 
(PR system which would promote such a 
strategy would be one which recognised 
‘minor’ or ‘utility* patents. Such a pica to 
reduce the "non-ohvkwsncss" requirement 
in patent applica-tions has been made on 
legal grounds in India (Ponkshe 1991 ] hut 
A there seems to he strong economic sense in 
£ the argument too. In the matter of utility 
?‘^patents, domestic innovators could easily 
their own against potential foreign 
^wnpetition. The grant of patents to 
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foreignersfor major tecMcd changes wW 
then be a matter of secondary importance 
to domestic innovators, who wiH busy 
themselves with ’inventing around the 
patent’. Thux the opposition to IPRs will be 
considerably whittled down, once utility 
patents are recognised. 

PotmcAL Economy Consjdi*atk)ns 

Wc try to sketch helow the political 
economy type influences shaping attitudes 
lo IPRs in the third world. The discussion 
is based on the Indian ease hut several 
considerations would apply with minor 
modifications to other LDCs also. The four 
groups whose interests arc vitally at stake 
in the adoption of the new IPR regime arc 
ti) business sector, (ii) labour, (iti) furmers 
and tiv) consumers. 

Currently India imposes a number of 
restrictions on technology imports such us 
restrictions on royally and lump sum 
payments, duration of collaboration, etc. 
An effectively strengthened IPK regime 
will necessitate sonic modifications in 
technology policy, because the domestic 
importer has always shown a preference 
for the latest vintage technologies, 
economising on the royalty payments by 
going in for smaller technology packages 
(Atam I985|. The Indian importer seems 
to he more concerned about lengthening 
the duration ol the collaboration and being 
allowed lo import lirst-hand technology 
than with royally paymcnls as such. Thus 
business interests arc not likely to set 
themselves in opposition lo the new IPR 
regime, hut are rather likely lo agitate for 
greater flexibility in the government ol 
India s technology policy. (Of course, 
sectors involved in counterfeiting goods 
and in illegal imitation are hound to oppose 
the new IPK regime hut this opposition 
cannot come out into the open). If utility 
patents arc granted, the support of the 
business sector lor the now IPR regime will 
he secure. 

The effects or the new IPR regime on 
labour arc likely, hy and large, lo he 
unfavourable at least in the short run. If. 
as is very likely, a Mneter IPR regime brings 
in its wake a higher level of technology in 
domestic industry, this technology would 
he ol the labour-saving kind and it would 
take some time hetttre it is adapted to the 
native I actor endowments. The 1980s. 
which have been characterised hy what has 
been termed as ‘jobless growth'. underline 
the fact that such adaptation ol technology 
may he a king-drawn out process, involving 
considerable restructuring. A stricter IPR 
regime might also drive several units in the 
unorganised sector, which violate patent 
and copyright laws blatantly, to the wall, 
and this could also involve considerable 
retrenchment id labour Thus labour. 




(specially tho'organhni oompitnaian 
be in opposition to a oriqter IPR 
The reaction of farmers H Jihofy » be 
a function of their holdings. The itrge- nod 
medium-scale farmers, who have been 
major beneficiaries ofthe green revolution, 
also anticipate benefits, but on a much 
larger scale from the gene revolutij " 
the extent that the btotecti 
breakthroughs will be accessit 
Indian farmers only if India is ai 
the new IPR regime, the tclMlv 
farmers support such a regime, 
farmers however fear an upward! 
seed prices from the adoption p£pricter 
IPRs. and have been vocal llftAhcir 
condemnation of the GATT a^Mh-ut. 
The small farmers may be ntimeriqMf j&xe 
powerful, but it is tell that iho*fiatitrcal 
lobbying power of the large is 

much greater. - 

Finally, the consumers are JikidyWface 
steep upward prices of several r nrjMjildditie*, 
especially drugs and other ch e di t i l -based 
products. But they arc unorganised**!hence 
likely to he ineffective as oppdbbhts of the 
new IPR regime. -fry. 

The government of India Ibi* already 
adopted the Uruguay Round proposals in 
principle, hut whether this decision is io 
accordance with the collective wilt of the 
nation, will only be known in the next 
round of the general elections, when the 
IPRs issue will certainly be one of the 
major probils ol the voter’s decision 
process. 


IV 

Likely Economic Consequences 
of GATT for India 

The new regime ol IPRs, ushered in by 
the Dunkcl Dmit. has virtually stirred up 
a hornet’s nest in LDCs. with Us possible 
economic consequences being discussed at 
every conceivable lonim. Basically one 
may distinguish two opposing views - the 
dominant. traditional view which poAulates 
that strengthening IPRs wilf?kavc 
deleterious consequences for LDCs and an 
emerging, but possibly minority viftp. that 
such strengthening is an abs&utcly 
necessary precondition for the LDCs to be 
integrated imo the global ecooomy jmd to 
launch ufl into a sustainable high-growth 
trajectory. The quality of the deh«e has 
suffered because ot inadequate, ikcior- 
spccifk data and some ol the cmmncal 
work has been undertaken with qfcrmc 
assumptions, often putting severe stirsin* 
on econometric etiquette. Ncvcfthelcls the 
debate has served to put certain key iauiet 
into locus and pointed lo the imtitutAnel 
changes which may be necessary either to 
min gate (he damages o( a strung IPR reg%ae 
in some sectors or to maximise its benefits 
in others. 
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Thcb**lc argument for strong IPR 
protection i* extrcmeiy simple'- that if the 
return* to innovative adivity (which ii of 
essence. a public food) can be better 
appropriated, this wilt encourage innovation 
and thereby productivity and economic 
growth generally. The argument ha* 
sometime* been further simplified by 
identifying patent* a* the major safeguard 
of IPRs, and linking better patent protection 
with improved manufacturing productivity 
and growth. 

The causal chain* in the above analysis 
are not supported by the available empirical 
evidenoe in the developed countries. The 
important surveys of the US industries done 
by Mansfield et ai < 1981) and Levin ct al 
(1987) rank patents, as a method ot 
appropriability of returns on intellectual 
property, fairly low among various 
instruments (except in ihe pharmaceuticals 
case). Similarly Watanbc's (1985) study oi 
Japanese firms ranks patent protection below 
inter-firm competition os an inducement u> 
innovative activity. Historical studies nf 
Netherlands and Switzerland |such as those 


of Schiff 19711 during their patent less years, 
show no evidence of thcireconomtc prospects 
belnghampered by their weak IPR protection 
systems. Thus on balance, the link between 
IPRs and innovative activity, in Ihc 
industrialised countries, is tenuous [further 
details on this point may be recovered Irom 
Sicbeck et ai (I990)| 

Similar surveys forLDCs arc ma available, 
hut even if they were, itisdifficult to envisage 
that the conclusinos would be rcvcised As 
a matter of fact, the link between domcsiic 


IPRs and domestic innovative activity in an 
LDC is much less direct than in an 


industrialised country, because nationals m 
LDC* hold a very small proportion ot total 
patents (the figure is in the range of 8-10 
per cent for India) drawn in that country. 
It was exactly this consideration which had 
prompted Penrose (1951) to state ‘These 
countries (LDCs) receive nothing tor the 
price they pay for the use ot loicign 
inventions or tor the monopoly they giant 
to foreign patentees" 

However an indirect link could still exist 
between strong IPR regimes in LDCs and 
thet r economic growth if (») such I PR regimes 
lead’to greater innovative activity abroad 
and (ii) the fruits of such innovative activity- 
result in mote rapid or cheaper transfer of 
technology from industrialised countries to 
LDCs. There is some evidence to support 
the first of these content toos in lipacy ci al 
(19901 who report that US firms investing 
in production operations in LDCs art more 
R and D intensive than similar US firms 
investing indevetopedcountrics.'The second 
contention (shorn transfer of technology) is 


hr more- erimrovendal. In one of the first 
systematic exposes of the subject Vaton* 
(1972) had taken an extremely pessimistic 
view - regarding patents ax a means of 
Mocking, rather than promoting, technology 
transfer. This I* because, in his view “Patents 
give an exclusive monopoly position in a 
national market and not being exploited, 
they function so as to block the transfer of 
technology related lo the patented products 
“and further" the closer a patent is to a final 
product the more it tend* directly and 
indirectly to block transfer of non-patented 
technology, since that product can he 
imported from abroad m a secure monopoly - 
controlled market" 

The restrictive business practices indulged 
by foreign pateni holders in LDC markets 
have also been documented. The more 
important ot these are ii) price rising ti e. 
prices charged hy the licensee arc fixed or 
controlled hy the patentee), (it) discri¬ 
minatory rates (discnmmaiory royalty rates 
charged to diftereni licensees), tint tie-in 
arrangements (lower royalty rates linked to 
purvhascso! other products from the licensor I 
and (iv) linmuiioits on resale ol patented 
products in domestic or world markets 

It is inieiesimg lo note that one ol ihc 
avowed negotiating objcctivesoi ihe LDCs 
in ihc Uruguay Round wa«‘U* link the 
establishment ol stronger IPR regimes with 
easier iranslcr ol technology from the 
industrialised io the developing world- 
However. \ush a link is conspicuously 
absent in the Final GATT Text 

Al ll-KSAlls! Vlf.WflHSl os- 
Th iisoiik.v Transit* 

The theoictic.il ease, highlighting benefits 
to the LIX's. trom a stronger IPR regime, 
comes Irom Mansfield < 19X8 1 . Pnnio Braga 
119891 and Sherwood il9X9. 1‘iUOi 
Mansfield top cm points out that 'a 
reasonable amount ot respect tor tPK\“ 
constitutes a ci meal mass lor imitating 
technological devchipmeni in LtX's. ami 
Sherwood i I99(ridr.ivrs aUemion lo ihe role 
ol IPRs in losienng "an inventive hohn ot 
mind in ihe popotation". m omouraging 
industry-universitv interactions, ami in the 
difiuMon ol corporate business practices 
Other writers like Fnscht.il 119W t emphasise 
the mic of a wind iPR regime in inducing 
firms to make stronger (-ommiimcnt.v io 
R and D activities 

Empirical evidence to suppon ih»s poim 
<8 view seems hi be slowly accumulating 
In ihe Indian context, the beneficial 
perception of a strong IPR system, arc mow 
evident in the works ol Dewn (1985, 1988) 
and also of sonic others such us Piilai 1 1979 1 . 
Katruk (1985). Subrahmantan (1995) and 
Dcolalikar and Evenwm (1990) Dexai's 
(1988) conclusions. based omiaia tor Indian 
firms in the mni-l9WH. deserve reiteration 


viz. that (a) muliinaHooais are nor the 
dominant technology suppliers to India and 
(tv) technology imports have not resulted in 
monopoly creations He is inefcned to place 
the blame for India's poor technological 
showing nevertheless, on its gov ernm ent's 
active protection of industrial inefficiency. 
Subrahmantan’t< l993)andKatrak*s(l9f5) 
studies, though operating on different time- 
spans and data sets, come out with similar 
conclusions, indicating com ple mentarity 
between domestic R and D and technology 
imports, though the relationship is not 
pronouncedly strong. Deoialikar and 
Even son (1990) succeed in establishing a 
positive correlation between US patent 
grants and mvcMivc activity m India, and 
this may also be viewed as supportive of 
(he compiememaniy hypothesis. 

This viewpoint however sutlers from 
two haste Ii mi t alums. Ihc theoretical under¬ 
pinnings have not been sufficiently spelt 
out. and whatever relations have been nude 
expricii arc strongly grounded in the 
neoclassical paradigm, which seems to 
have severe limitations when applied io 
concerns involving dynamic considerations 
such us technical change | Nelson and Winter 
1982 and Fronsman I985J. From the 
empirical standpoint. many ol the causal 
relations identified would involve fairly 
king lags | c g. ihe regression retanoobetween 
R and D expenditure and technology 
imports studied by Subrrittumaa 1993). 
necessitating data extending over long bote- 
spans. which may larelv he available 

Ti-oista i*;> Tusssiut Parxrss r*. India 

The issue ol (et hnology transler m India 
(root a selection of inductnaluod countries 
w as debated c x ten w vef y ui a Special Number 
ol the Hcimfwut imtiPnltiwal Wedfvt IVjtt) 
While there were country-xycciftc leasuwas.. 
there was also a substantia) common can 
of conctusKinv Wc may state seam of Wene 
common conclusions here since they may 
have a hearing no ihc issue of IPR*. 

(it Firstly whereas (be trodutooat view of 
technology iranslcr outlined above was one 
ot a great deal ol relevance io the Indian 
exjvncricc ot the 1960s. the fucturc bat 
changed considerably trom the Use 1970s 
onwards From s kmp-icrm perspective, the 
technology impoft policy of India has been 
sufficiently flexible and has played a 
significant beneficial ndc rothcdriclopmat 
nl (be country's industrial technology 
capacity [Beil and Satn-Kemnus 1985). 

(ii) Technology transfer to India seeau »o 
havcocvurred mast ihe suppliers' mitsanvc* 
so much as at the imitative ol Indian 
technology buyers 

iiH)Cumnryuipi9xdariRgKatiaun.MMH 
firms »ecm Hi prefer i mp o r tin g the NUM 
advanced and recent techno l ogy [Ataan 
I985I 
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(Iv) Ail impartial aim of the Indian 
■ednalon nnlinr has been‘to hscounac 
iraportof pac*a p od te ch nology and turnkey 
plants This aim seems to have bean realised 
of Uae with a larger proportion (as compared 
tothe 1960a) of the technology imported in 
unpaefcaged form. 

(v) Indian technology policy has had, as 
one of its m^jor objectives, the prevention 
of excessive payments for royalties and 
know-how. In most of the cases analysed by 
the participants in the Economic and 
Political Weekly debate (1985), royalty 
payments and (to a lesser extent) himp sum 
payments for know-how have remained 
within the norms prescribed by official 
technology policy (about 5 per cent of 
technology imports). This is considerably 
lower than royalty rates in other parts of 
the .world (UNIDO 1977], 

<vi) The stanultantoua import of latest 
technology ((iiiJ above] and reasonable 
payments forlochnology imports [(v) above] 
was achieved by going in for smaller 
technology packages - i e. while the 
technology transferred is of recent vintage, 
the range of products and processes 
encompa ss ed by the collaborations are not 
only considerably less than that possessed 
by the supplier but also less than whai he 
Is willing to supply [Alam 1985]. 

(via) Largely as a consequence of (vi). 
most of the ft and D undertaken by firms 
it of the adaptive kind aimed at malting the 
im ported product or process more effective 
hi the Indian enviro nm ent. Another prime 
objective of R and D is indigeniration of 
production, for which the long-standing 
official Indian policy of import-substitution 
is mainly responsible. Other subsidiary 
objectives of R and D were quality control 
■ to c ustom er se rv ic e s . Basic research aimed 
■ renovation was conspicuous by its rarity. 
Iliequuabim of R and D undertaken by itself 
is not very low - at 0.8 per cent (for the 
ref e rence year 1989), it is higher than most 

tmddte-tncomc dev doping countries and the 

newly industrialised economies of Asia 
(except Korea) (Bvcnson 1990], but its 
compo siti on and thrust seem to indicate that 
‘homier following’ rather than ‘catching- 
up' seems to have been the guiding principle. 

(vM) A final point worth highlighting is 
theduntim of collaboration. Since the mid- 
60s, the government has effectively 
prescribed an upper limit of five years for 
the duration of collaboration agreements. 
The motivations behind such a ceiling were 
to control the foreign eschange outflow and 
to a cce l era te the ef for ts of Indbm.fums to 
absorb the imported technoiogy. The resuiu 
however have been quite the reverse of 


rechnoiouvi andttov have nethrel errereTh 

riiM ip assimilate rnmffoit tochnatogfoa. 

As part of its hberettsatioo drive, the current 
gov er nm ent Issued in August 1991, a new 
industrial policy statement, which modified 
several of the existing provisions. Most 
importantly, foreign technology agreements 
(and foreign equity participation up to 51 
per cent) was made automatic for most 
industries (except those reserved for the 
small-scale sector, those relating to 
manufacture of electronic aerospace and 
defence equipment and those concerning 
the production and use of atomic energy). 
Anther, the ceilings on lump sum payments 
was raised to Rs one crore, royalties for 
domestic sales and exports were fixed at 
5 per cent and 8 per cent respectively, and 
the collaboration duration was extended to 
10 years. 

The interest of our paper is in examining 
' bow the changed IPR regime will affect the 
development prospects of low-income 
countries like India. The survey by Siebeck 
et al (1990) is quite exhaustive and analyses 
the administrative costs of a new IPR regime, 
opportunity costs of R and D. capital- 
formation. technological dynamism, anti¬ 
competitive effects and so on. However no 
very sharp conclusions emerge from the 
survey. We will therefore state here only two 
points noi raised in the survey. 

Firstly, the new IPR regime will certainly 
increase the technology suppliers* 
willingness to transfer new technology to 
LDCs because of a reduced fear of illegal 
imitation. It would generally be agreed that 
a part of the lump sum payment demanded 
by technology exporters is a kind of risk 
premium to cover such eventualities. With 
a strong IPR regime in place, the risk premium 
will go down and with more technology 
available for sale, nor only will the choice 
set of Indian firms enlarge but royalties may 
also come down (owing to increased 
competition among technology suppliers). 
The possibility cannot be ruled out therefore 
that the new regime may not only make more 
technology avrilable but also do so at a 
cheaper rate. Further the increased duration 
of collaboration, the relaxation on payment 
ceilings and the wide application of the 
automatic approval principle embodied in 
the New Industrial Policy 1991 are also 
likely to generate greater interest to the ladun 
technology market from foreign suppliers, 
which will reinforce the tendency mentioned 
in the previous paragraph, apart from making 
technology of more recent vintage available 
„ to Indian firms (a standard complaial among # 
Indian firms has always been that the 
technology, even though very new ■ the 



a product can usuatiy be prothtoed by a 
mtotMicity of procauca, patenting arch of 
whi ch would p res en t several diffletotfes. 
The LDC's viewpoint it, on the con tra r y , 
due product patents discourage investment 
taRandDfor processes of patentodproducta, 

since these processes cen only be protected 
through dependent patents conditional upon, 
the autho risati on of the principal patent 
[Bifani 1990]. Another argument advanced 
by LDCs against product patents Is that they 
stimulate imports, at the expense of domestic 
production, of patented products. Mansfield 
et al (1977) have noted the important point, 
substantiated with empirical evidence, that 
process patents are a more effective vehicle 
of technology transfer than product patents, 
and this argument has been forther elaborated 
by Bifani (1989, 1990). Several other 
arguments are also invoked in the process 
vs product patents debate. Industrialised 
countries express the fear that process 
patenting alone is insufficient for IPR 
protection and can lead to widespread 
counterfeiting. LDCs on the other hand are 
anxious that product patents in the areas of 
food, chemicals (fertilisers, pesticides, etc) 
and pharmaceuti c a l s might raise prices and 
curtail the supply of products of these 
industries, whereas their developmental 
needs dictate that such products beach as 
wide sections of the population as possible, 
at rates which are affordable. 

The GATT Text Draft has given 
precedence to the advanced countries* point 
of view. The principle of product patenting 
has been granted universal recognition and 
simultaneously the patent period has been 
extended to 20 years (currently in India only 
pro c e s s p atents arc being granted in the areas 
of food, chemicals, andphatmaceuticab with 
paten t s limited to a period of seven yean 
from the time of filing or five yean from 
the date of granting whichever is shorter). 
Two sectors in which IPR Issues are 
particularly relevant for India are pharma¬ 
ceuticals and biotechnology and the next 
two sections discuss the proble m s from the 
perspectives of these sectors. 

• 

V 

PlwnMKtetofcal Sector (taladte) 

Gmxal Conhooxatw* 

While the prime impetus u sticagthatong 
global IPR* in the recently co n clu de d 
Uruguay Round has pome from the 
pharmaceutical sector in industrialised 
countries, patent protections in these 


those expe c ted - Indian firms’ access to tone of application, becomes obsolete by the 


; technology has been severely curtailed (in time it is approved). 

|;’the face of supp l iers’ rel u ct a nce to transfer The second issue we discuss is about the 
grjfochoology involving a short stream of product awl process pa tent s. Developed 
jitomlty payments as wcU as control oo the countries have long been arguing in favour 



countries is of relatively recent origin. (U 
K in 1949, France I960, Oenerety 1968. 
Japan 1976. Switseriind 1977, My 1971. 
Sweden 197S and so on.) In a algniOrsm 
peri of wonciv %mwmb w 
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Jibe US few* 
IM WWwfoun thexaieof copied 
,„ idtafaurLDCs Argoathm. Btaal. 
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, ,lwj#J 0 ar, a wall d u rum o ntnd fan that 
(PB pcotoctisn it of far greater significance 
iMcWftjww r?f*" ; .'* sectors 
oftbaeconaoy (Lrvk>at »i 19*7. Matsfku 
Ittt, C*-m»or IMA, $M*ck re ai 1990. 
etc] - beta became d eve l opment of new 
prodam » very expensive and regulatory 
approval (atom fright to 10 year* (in the US), 
and aba bdcauee iajMkin w canudoraMy 
amy with very abort imitation lags. One of 
the MMMiard afgwaeau used by advocate* 
of ttraag IF* protection w the contexl.of 
devtoopadtand sometimes also developing) 
countria* b that this will mutt in a fillip 
to R and O the argumetxis advanced with 
kmU base far lb nhar ma c c utical and 
chemicals aecaor. In thin c o n nec ti on. h it 
interesting to obaerve that aeveral rcoont 
imrjtwhrmhnrafWTitiif ■imoirf duttenft 
to this contention. The 1990 report of the 
Special Oam ti a t ta e on Ageing of the US 
jfaamftxuiriAdJmiinewdrugs introduced 
into the US market aver the IV 8 U 1 arc very 
marginal jatpr avem m u over the already 
araBrifet* cam. Stefiariy a atndy conducted 
by USOTAia February 1993 maHuaina that 
moat of to new drugs have offered "linic 
therapeutic advantage over pre-existing 
c o mpetitor * - (Vribwaarehaa 1993). The 
USOTAstudytieothowed how brand loyalty 
created by Made marks often perpetuated the 
monopoly tight* of the patent bolder welt 
beyond Out expiry of patent Kfc. Tbeae 
CCTttidwabawvfouldnrftitaBy carry overw 
i nr bepntia ad mnUnntkmal pharma* 


Naum PbaMumniCM. luotanv 
Drugi and phacmacanticaU have always 
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_. in yaty tatingent- 

Cttfagmy i) t t i tan p nti a g 333 
drag*)** cireuuUcal twa tower extent, 
ilaaa am several differences between the 
tam a a tag wh a>.tlic mala taiu«bcit»ti)Xnvtit- 
Setie t^ts are exempt In*) price commix 
in respect re Uruys faUingto Category II but 
odtjf.Cticgory I. <u> Category I drugs arc 
exempt bom excise whereas Category II 
dntg* are not anti itii) Fnmuiafiom sold 
under genetic names are exempted from 
price controls m Category II (it they are 
manufactured froma single huJfc ingredient), 
whereas no web exemption allies for 
C a teg ory I. 

ta the totuhrce year*, the MNC* in India 
have heett steadily (dung nut to Ipdian 
pharaiaonaicai companies-the saka of the 
former have been growing at an annual 
avenge uf lb per cent whereas those of the 
later at 27 per cent and profit margins for 
MNCx m currently < 1992-93) at IS per 
cent, exactly haiPot those for their Indian 
cn w TO c r paru. The reasons lor this somewhat 
u ne xp e cted profile arc throe-tokh (0 The 
Indian Patent Law which by not recognising 
product patents solar, has encouraged Indian 
companies to invent around foreign prnduti 
patents, (ii) Ac DPCO was revised in 1987. 
to exempt all new introductions in Category 
lllrorn pnee ctaarok. so that tbosecnmpames 
which could introduce new drugs or 
tormniauans could chalk up impressive 
profits. Here the Indian firms were at a 
distinct advantage as compared to die MNCs. 

. which were encumbered by the hrieroationat 
of respecting mutual product p*wp 
(As an d htstran on. consider the case of 
Gprofioxacia origami ly marketed by the 
MNC Bayer, hi 19Kb. an Indian company 
launched a formulation hated on Cipro- 
Dmacta. which wt» a runaway success), and 
(iU) the pharmaceutical industry still 
cn o u n u e t » he regulated via licences (in 
spite of the general tendency m India to 
d eb eens e in d us t ries , brought m the wake of 
li be ra l isa tion) taxi Indian firms know their 
wtyareMoUihebMre<acraiclM»yn<< fa h cW Pc 
than their foreign competitors. 

Hie main poou of die above diacussfon 
wax to bighbght the fact that in the In dia n 
contest, the patent regime it only one of a 
c om pl ex of factors affytmg the pan* 
fifm i r ftl tQctof. ml Uic iwpid of t fwiptf 
irw n|iiw win rc coocpvxmo py omb« 
imAon nidi n ivies cqiMSi lionni^i 
policy, etc. 
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banner <a> New OTt Ramie 

-The .Ham of haw a mi *LBH 
regime will na p dage on the Hmiaa 
me w Im§ iIm ndyci 

miUhytoimftoiadaNtllmtl^ 
Rap l9»3. mc). Tha amfe fear 


FoMadandgfttgxsy 
frordtiag coosidierahle > 
mtrmwir emoirical rvidnaee. sad in am 
iudgment the most reliable. Us main 
uMctowunt may he hated as the to to th g 
(ilOneol the atnot important units Hidj* 
sector is the price-impact of Ac aew ffl 
regime Prasad and Ahat (1993) show that 
currently about 74 per cent of thugs and 
formulation), are under the purview of du^ 
DPCO and thus subject to price ooutmfc. 
They atrohwc the relatively low price rocs 
m thugs over theTUs aad 90s compared to 
world levels to the stria DPCO trawls 
Hence, in their view, change* w fa IPR 
regime will not have as much of a* Impact 
on prices as a decontrolling of this i 
Three is. of course, the practical i 
that a suffer IPS regime might he 
progressively installed along with a grathad 
decontrolling of price* iadus t e rt or.iadthe 
former factor may be held mpmito tor 
the ensuing price rue. when the red culprit 
might be the latter 

(is) An important factor dpernuM* fae 
impact of patents on drag pnee* in Mat 
would naturally he the extern ef the Indian 
pharmaceutical main covered by d>UgS 
pa cm ed abroad ^ t*WH 

akwoi SpcrccmtUSTradclUpreacantHn 
Carta Hills quoted in 
April 26. I992 )io a Hgh of 21J per < 
(Indian Drag Manufactures’ 

1992). All the auger p atented dregs (rods 
as Orem. Inscptw, Asahut. Bnsani 
Aristogyi. In s u lins and Bota ny! ) ant itou 
subjected to DPCO pn oa aan sr o t i. Hmdwc 
mahmniafl the cases of the dregs ntantiramd. 
mthgewiHit pi rnh i riio n acrouatt fat Artufek 
of domestic pnatta iuai dm* showing tat 
unf o un de d the fears that phumarrtafa.il 
pat cats are net worked domaaireBy. v 
(hi) The B and D i n t r a rify 'sif Halli* 
pharomccatical iadaiuy .sfatoy faw.hdag 
a mere 2 per cent o i its t arnouet whama*.; 
mmduaarialiscdcmnattoUhe pharamceuatod 
sector would he rprnit utg about H-IJ |Hfr 
ccm of its turnover on K aad D. Whhdm 
lead time of a new drag iaveatmt hgtot 
9-10 yuan and the oat between SHKLlJg 
miBton, Indian firms find A much' map*' 
mwanhaguh 
aad quality i 
m 

. aa n b u t e their low B 
the poor tooewuues far i 
by *e WOO. 
dBCQUtroitmgtsai 
B aad 0. B is dUBcult ta haegtoaMcrihaai 
dm poaitive impacts oa B aad D m feadtoa 
firms of a suimarWR logjam. 9fo him a*M 
cariire Aaevoo mi 
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to at 



■ \;ipdyris ft comet,- 'men the 

;' gtnutranuat olriadft beet aariffdHcntttta- 
it ts inwy cammmeo to tw new 10004 
-'.■•'BPR regine. If it pehiits with drag price 
control, then It wtll prevent the full benefits 
of the new IPR regime on R and D effort* 
in lodta firms. from being realised. If 
dtcontroIBng is undertaken, then prices of 
essential drags may go out of hand inviting 
, 1 aopleaiant public reactions. 

The Prasad and Bhai study can he faulted 
for ignoring the consequences of generic 
drags which usually enter the market at high 
discounts vri-o-Wj the brand names (Nogues 
1990). The price-cost differential* for generic 
drags can he several degrees lower than 
brand differentials. Thus, in an IPR regime 
, where only process patents are recognised, 
generics can cater to the lower market 
se gm e nts; however, with product patents 
introduced, generics cannot come into the 
maricet until after the expiry of the patent. 
Tims the introduction of product patents in 
India is certainly going to affect sections of 
the poor who will now not have the generic 
option open. The consequences will be 
' particularly serious since a National Hcrfth 
System is not in effective operation in India. 
The acceptance of the new IPR regime must 
- b e a ccompanied by a more effective National 
HeaMi Scheme if the socialdiscoatcruanxmg 
the poor is lo be contained. 

VI 

Afrkaitwne wad IPR basses in India 

The issues of IPR protection in the field 
of agriculture arc oTretatively recent origin. 
The two main forms of IPR recognition in 

•Ua mm noSnoa# a.i .4 IuwaAm# * 

dhs m me [hwii i am pvm wccocn 
tight* (PBRs). (PBRs are granted far plant 
varieties which exhibit the following 
Ch a racteristi cs: (i) stability (over repeated 
propagations), (ii) homog en eity (unifonwity 
of salient characteristics over a single 
jtaaing). and OH) dfetiuguishability. i e, the 
variety for which PBRs are sought should 
be distinguished from existing varieties 
(though not n e cessari ly in an economk: s e m e) 
[see Murphy 1979 and Later 1987], PBRs 
are subject to two exemptions - fanners' 
exemption and the research exemp tion. The 
ftrst confers oo the users the right to retain 
pait of the harvest for subsequent planting 
as seed. The second exemption permits 
b reeder s to use a protected variety in 
subsequent breeding experiments, the 
outcome of W hifh qualifies for protection 
under certain conditions. Thus PBRs 
constitute a weaker fonn of protection than 
paarats (SMect et al 1990). 

A landmark in the evolution of oiant 
protection teas the adoption of the 
Inter n uiow at Co a tewr l u * for the Presectkm 
i Of New Varieties of Plmm(UPOV)Hi I960. 
:;****> has currently -about 17 rig nmariw 
fftefofr from the OBCP CO te tiHe* (no LDC 



' covers ptaat 
aa deteribedaho»fc.Tn titeWa&ofOTQY, 
several OECD countrira' er 

modernised legislation miatiug to 9tj§& 
The US legislated the Plant Variety Protection 
Act in 1970; in 1980 the US Supreme Court 
inthefomouaDtamondraChdcnbcatycate, 
for the first time extended patent protection 
to living organisms. Plants and seed* 
patenting was recognised m the US is late 
as 1985. Whereas the US provides a very 
broad scope of patent protection for living 
organisms. Mils scope is considerably 
narrower in other industrialised countries, 
aAd virtually non-existentin the LDCs (where 
most plant breeding work is under the aegis 
of public research institutions). 

PBRs and Innovative Acnvmr 

As we saw above, seed patenting is a very 
recent phenomenon andso it is too early to 
predict what impact patents have on 
innovative activity. PBRs. on the other hand, 
have been in existence for a long time 
(especially in the US) and hence substantial 
evidence of their impact on research in 
agriculture technology has accumulated. The 
consensus emerging from several studies for 
the US (Brim 1987. Butler and Marion 1983. 
Mooney 1979. Sasson 1988. Lesser 1986. 
etc] indicates that PBRs stimulate private 
sector research, as measured both, by the 
number of breeders as Well as by the number 
of new varieties introduced. Murphy's! 1979) 
study draws similar conclusions for the UK- 
(where PBRs were introduced in 1964). 

The potential impact of PBRs and seed 
patenting on private sector innovative activity 
in LDCs is very difficult to assess, because 
very few LDCs, at the moment, provide any 
form of plant variety protection. Pray (1987) 
documents evidence from Chile and 
Argentinattwocountries which have adopted 
some forms of PBRs but which are not 
signatories to UPOV), to show a favourable 
impact of PBRs on private sector breeding 
activities as well as on the facilitating of joint 
ventures between private sector and 
gover nm en t research institutes. 

In India.'an additional complication arises 
from the fact that until very recently 
(McMullen 1987) private sector breeding 
aorvny nu ottn urvcourifco omciaHj for 
fear of displacing the public sector's 
commanding presence hi die commercial 
seed market As a result, private sector 
investment in seeds in the airfy 1990s wy 
not more lhan US S I million. 

Several writdn have emphasised tint IPRs 
m ^ricsiture <fo not represent aa anmixed 
Messing [Brawn 1988, iuma andpjwang 
19(9. Ramey 1986. Lacy and Busch 1909, 
etc), The v a riob t c riticism s have been 
pMpadty Skbnck tt d (1990) end* the 
fifloalng brand" 




• title rtsfcfttW wi y Mh *tiy»e 
dty* provftidn(«tetiHedab 6 ra) 
■ unifararfw, ahdiiw^ mm 
- probiCted varieties have high* yfaJdi. 
pro dace ra are tempted to switch front their 
more genetically varied drop* to fteae 
protected varieties. 

(b) frearing of the exchantrt/finiplam- 
Breeding activity depends 00 tbeavsilsbility 
of novel gerinpi asm and tiw economic vghse 
imparted to germptasm by (PBRs may aid is 
1 dampener on the free exritangi of protected 
material and thus jeop ar dtec fa r ther research. 
There is already evidence in the US that 
PBRs have slowed down the flow of 
information from private breeders to 
universities. 

(c) Otmptam conttmatim: Gormptora 
conservation has raised an important issue 
m the North-South context. Gene banks that 
preserve garmplaim an located in the 
developed world but most of the wild and 
locally cultivated varieties'thaa make up 
the collections originate ia the LDCs. The 
20th and 21st sessions of PAO witnessed 
Spanish and Mexican initiative to resolve 
this problem. Aftcraseries of deliberations, 
in March 1987 an International Gene Rad 
was created (in the teeth of general 
opposition from the US) with the proviso 
thst the Fund could be financed from a levy 
on commercial seed transactions.The FAO 
in 1987 also passed a resolution recognising 
germpUam as a common heritage of 
humanity and adopted a bill o! 'fanners’ 
rights’. 

BtUTOCHNOLOGY COSTS AM> CONSBQUXKSS 

Biotechnology is a generic tens wed to 
describe any manipulation of living 
organisms aimed at altering their 
characteristics. In this sense It includes not 
only traditional plant and animal branding 
but also fermentation processes In themakiag 
of yogurt or beer. In modem parlance, 
however, the term is restricted to apply to 
a chuier of highly aopMaticteed biogenettc 
techniques developed wJtitie the }mt two 
decade* as a test* of major a dvance * in 
molecular arricdl biology. The applications 

foitftatfoqpaBm^ufnl IttsHopiain 
i mte c maaipelatkm and breedfog, (ii) 
industrial tismacafeure, (til) apelkaneat m 
lalrviat and animal hoehandrv. an ffhl itir 
aaa ofgaateiraBy maaipulaioditicro- 
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inlHMiMciaMv. (MtMMnatmMt 
19 rotiomdUon* tree* re coM. moireure. 
sstinity,are), (v)pe« and pathogen new warn, 
arid fvl) pt«x archkorture [Brady 19S2. 
PtuotoMtreai 1 W7aod8wammrehnn 19*2]. 
Such improvement* could impinge 
ifflpoctanrtyimiheagru-sysicauufthcLPC*. 
Achievemem o» nitrogen fixation m crop* 
like nee or maute would greatly reduce 
expenditure on fertilisers; similarly 
tectmqua dm strengthen pest*mustwcc 
could economise on other chemical input*. 
Deve l opment of crop verietic* with reduced 
water mage could obviate or alleviate the 
necessity of incurring huge irrigation 
expenditures (an issue of vital concern for 
India). Similarly Farmim ct al (1983) point 
to the possibility of genetically engineered 
forest species putting a check on the 
deforestation and erosion problems 
characterising several partsofthe third world. 
In spite of the impressive potential of 
biotechnology. actual progress to dale has 
been rather sluggish - the most stgniftcacx 
developments have largety been confined to 
dairying and animal husbandry, where 
rowth-inducers (e g. Somatotropin) and 
animal vaccines (eg. hoof and nwuth vaccine) 
have made commercial headway. 

Even though the long-run impacts of 
MXechnotogy are likely to be favourable, 
in the short ran LDCs are likely to have to 
make several atgustment*. Several authors 
Smarm 19S8. DaSilva* al 1992.etc]have 
indic a ted the possibly adverse unpacts of 
biotec h nology on the agriculture and food- 
xocessiflg sectors of LDCs. A primary 
example is (hat of High Fructose Corn Syrup 
(a sugar-suhMHutc obtained by enzymatic 
transformation of corn starch» whose 
Moductkm in the US has tremendously 
increased after 1975 in replace much of its 
sugar import*, spelling disaster for the 
indigenous sugarcane producers of Brazil. 
thePhUippinesandtheCanbbeM(Hobbdtnk 
‘ 99IJ. Another fool-item likely lobe affected 
jy biotechnology is cocoa-butter where 
sroduction by tissue culture of a synthetic 
substitute la well under way. Chilli and 
saffron are yet other food tents facing 
mnlhht competition from fil ant red cultures 
The tatter can also be used to produce on 
commercial scale flavours such as orange 
andgrefMBndt and fragnmM web as jasmine 
****nrt 19M|. Of causae, tire posarbilltic* 
of hnpofHNtiretmtiion ant not only oneway. 
Ire LDCs can also retiree g aswsl c i H y 
m o di n ed ntiwtiream for ctretlyiwpom front 
the north—the more pertiaete example botire 
(hit of Mtwtirenof production to Brazil as 
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-00 LtrelteiM^ M « Da Stira 
•» tf imUL -lretii it dm cere of ‘ 


4_fXureLMlunwreti^Mkiide 

that it we warned to^preiie a hale down 
whfch procure* mmrey,d#fot««»»<ould 
be poured, then this it that hole. 
Btotcchootogy. if m* wisely applied, can he 
a Mack hole, down which vahreble resources 
of money and mteHectoai manpo w er of a 
developing country can disappear without 
any positive benefit accruing tmhe in vesting 
country" Aa extreme view, following from 
the above ton of constdcraiions. would he 
cne such as that of Omvcdt 1 1993) "... if 
patents will make expensive and 
unsustai nabic b itxechnulog ica less accessible 
all the better! Easily ‘accessible enslaving 
technologies arc more dangerous", in 
addition to such viewpoint* we have also the 
more stereotyped dependency theories as 
applied in biotechnology (see the article by 
Retiedgetn DaSilva* *J 1992]. On balance, 
however, the pragmatic aftenrenve seems to 
be not to insulate oneself totally from the 
emerging developments in this powerful 
sector of technology but at the same time 
not to rush two uncritical acceptance of all 
as aspects ("we may Butler our eyelids but 
need not disrobe" as one famous Indian 
agronomist pin it ina private conversation). 

Btoronwauicnr aw IPRs 

The most distinct feature of the ongoing 
Biorevolution is its essentially private 
character. The reasons for the private sector 
pUying a leading rote have been extensively 
analysed by Buttel et al ( 19*5) and we need 
not go into them here. But from the LDC 
perspective this has the critical impbcation 
that unlike in the Green Revolution (where 
tire leading players in (he developed world 
were pubiic-»ector research institutions) 
when the technology was transferred on a 
go vernment-to-govern ment basis at very low 
cost, the technology transfer in the 
Biorevofouon is likely to entail substantial 
costs with joint venture* the favoured 
medium. The issue of IPRs is thus likely to 
loom large, asapre c ood i tion for the effective 
transfer of technology. Since India has 
accepted the Raal Text of the Uruguay 
Round and the IPR regime implied therein, 
the necessary conditions for the transfer of 
biotechnology f rom the advanced countries 
have been mot. But roil, because of foe 
specialised nature of the IPRs sa tins area, 
enforcement problem! will he manifold: 
<i> FbKty it could he dtifcufc to idrefofy a 


fil) Secoretiy. 

give rtae to donvrem or i 
tions with foe voretit tires rettitigia royaftrea 
emtid occur on a rengit product, and <ui) 
Thbfoy, very 
be proved by 
Atiti 


coetiy for LDCs. The OATT Tret dare lay 
down oo the signatories tire obtigrefog fo 
have adequate enforcement pro ce dures, 
though she actual contents of rochproeedree* 
are yet to emerge - at the moment ^eylww 
been left to national initiative bus if pact 
history ts any guide prearorea from tire 
deve lo ped world will start em etg fo g re tire 
near future to have g l o ba ll y ag reed nfofonri 
standards of enforcement. 

VU 

The 'Opt-Out’ Option 

One of the more polemical critics of the 
GATT in India. Nar y unde a wamy said in a 
recent interview'1 ha ve been saying that jnsl 
tike whai Russia did for a few decades, 
developing inside an iron cunam. and tire 
way China developed itsdfbehindnbmobao 
curtain, I would like lndu to encircle itself 
with a khadt curtain" (Ifniarrrwua. hlny I. 

tame argument is made by Studda "The fear 
of isolation is conveniently need by fooee 
who are witling to make significant 
co ncessio ns to the i 

of tire poiiucai-fall-aut at home. AuaUb 
notation is that raised to the autos of i 
objective desirable per wand tot 
m any core. The protagoaHts of t 
isolation « any ooet i 
in term of tire absolute superiority of 
muhilmcniitm to other modes of i 
«vi—a ffiuimi ie **wt» m 
matter*. But neither the history 
pracriccof muhitaarraiismuiCATTs 
dus bdieT* tti rtnrw . July 24. 1993k 
Thu* substantial icct wo* oftircluarediylafo- 
wing) mtetiigeauia and political plMfee lie 

available for India. ; 

Of course, the careegneMMtaf refoMfog, 
from acccdmg to the new GATT Threap are 
dafTtcuft to etisauae. 


will follow in foe wnka of aneb tit 
not been deariy apek ore. The Ul isdi 
p robabi li ty. wtH invoke tire specref JM 
p rov is ion of the US 19tgTtadtA*agniare 
c oun trie s refusing id obey foe QATToatie 
on IPRs. The wim s n el hvd of < 
could ho tire suspense 
re t»pom from such cousorie* into tire UR 


In foe 1990s. about U par 
cere of India’s exports a» tire US remn 
acoMded GSPrearex.lt is dauMM If Infoa 
rereldierehi tire rerebrea far resci sag—ft 
tirere TTTT rentii t re mmhad Tfe* taw 
however deearvqe a creuWaurenantiM-if 
tire GSPrerere of foategoare beta arem bre 

Map re oretvirhrei arearereTwIiiait ip* 
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t strategy or whether it was fan of a thfet trade will c'ettaWy I 

jnfcpofctiuntrittadnfMinf »5imil^Mnj*C]ty. in the south riw. Thu* whereas ift the king 

fttn trade retaliation emifd gtt much run south-knith trade couki offer mme 



further/-- depending on how much out of 
aHfnmeot national IPR system* wen? with 
.’he GATT TRIPS proposals. Total trade 
erobvgo for at lean limited period* «x a 
dUtinapoasibility. Advncmes of isolationism 
would probably welcome such an embargo, 
but those who invoke the 'iron' and 
'bamboo' curtains tend to forget the 
dememary lesson that even the severest 
autocratic regimes find it difficult to insulate 
the domestic consumer frtom the attractions 
of foreign goods: and further, that several 
items for mass domestic consumption rely 
for their manufacture on imported 
machinery. Some isolationists even point 
to the national gains that can be made from 
illegal imitation, copying and counter¬ 
feiting. conveniently forgetting that even 
such activities need a minimum threshold 
level of technological expertise, which will 
he denied in the absence of a modicum of 
m protection. 

But there is another strand to the isola¬ 
tionist argument-the possibility of the 
LDCs formi ng regional trade associations 
and focusing mi South-South trade. This 
possibility deserves to he examined:« some 
length, since its advocates seem to place 
t a e an ret d fl i i* faith in its validity. One ot the 
most important principles traditionally 
applied for predicting trade flows is the 
HackscheisOMin principle about countries 
exporting commodities that use their 
relatively abundant factor intensively. 
Empirical evidence seems to be in 
consonanre with the predict ionsofthis theory 
for north-south trade (Learner 1984. 
Thanfcan 1984. etc), and also for certain 
c o n g erie s ofsouth-sooth trade) Havrylyshyn 


prospects, inrhe short run the south will fie 
heavily trade-dependent upon north. 

This shows that the opt-out strategy so 
iorvcrtly advocated by LDC critics*# the 
GATT agreement is not a feasible strategy 
at the current stage ol development of most 
LDC*. Our‘discussion has focused only on 
the trade-refitted aspects of this strategy but 
if one takes into account the fall-out on 
foreign investment, aid and the ensts of 
working out bilateral agreements (in each 
specific case), the costs of an opt-out 
strategy would he enormous - a leap into 
economic disaster. 

VIII 

Conclusions 

Our paper has ranged over a wide 
spectrum of issues relating to IPR* in the 
context of LDCs f with special reference to 
India). We hega n by reviewing the political 
economy of the factors leading up to the 
polarisation of views at the Uruguay Round 
and found that the confrontation between 
the industrialised world and the LDCs was 
the outcome of fundamental shifts in (he 
nature of technology which hud occurred 
tn die past two decades. The Uruguay 
Round, propelled strongly under US 
pressure, veered round to whai Subramanian 
(1991) has referred to as an HN (High level 
of non-dfscriminatory I PR protection) 
regime. 

The economic impact* will depend not 
only on the IPR regime itself, but alreyhn 
several associmcd factors such as the offttTil 
Indian policy on foreign collaborations and 
foreign direct investment, ax also on fiscal 


IMS). The count ries of the south constitute 
a heterogeneous group forming a ladder of 
Kfotive factor endowments - trade between 
LDCs at opposite end* of the ladder 
teems to fit well the Heckschcr-Oltiin 
Mttem. 

H eu mverthc H-O theory cannot bcinvoked 
o explain the growing proportion of trade 
a s bw fo r co mm odities between countries at 


concessions for R and D in firms, etc. But 
perhaps the critical factor is whether, now 
(hat (he industrialised countries have 
succeeded in having an IPR regime of their 
choice instuiied in GATT, they wiH make 
the transfer of technology to LDCs more 
flexible and easy. It is also important to note 
that the impact of the new IPR regime will 
vary from sector to sector. Two of the most 


bail* levels of development - such trade 
i better explained by Linder’s f!96l) 
ypodMxbofiatnHndnwy trade. According 

) Linder’s theory the narrowing of income 
iffereacet between my pair of countries 
wild expand rather than diminish trade. 
Bcauie a giowmg dm demand 

i each cooMr^jmSj^Em m, (hereby 
xrrasmgbfoitimSBH^mfic varieties 
f similar goodi^^^pevidepce seems 
i indicate that the fofoortwwe of mtra- 
tinstry trade will Inmate with rising 

E n and the spread of manufacturing, 
tiy South-Sopti» trade accounts far 
per cent of total world trade 


important sectors likely lo he affected vitally 
are the pharmaceutical and agricultural 
sectors and both of these sectors (in the 
Indian context) have been analysed at some 
length tt» this paper. We have also given 
a wrnous examination to the populist view, 
advocated by several academics and 
politicians in India, to renege on the GATT 
Agreement. Our conclusion is that (his 
woujd^be taiHamouqg to an economic 
for the nation. The GATT is a 
’s choice for India and moat other 

acceptance of the, GATT proposals 
Uruguay Round with itx endorsement 
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'^il^ontiud^ 

Wfoe breakdown df LUC»ett&rty. 1. 
era of Intermit tooti LNnwraiMf Hribefad ffi 
by the OATT. the "auuv* ^ :$fyt 
philosophy is goingtOptirvatkidiethiltlthii 
on trade policy among the newly 
industrialising LDCs.Thefeis the very real 
danger that The ‘scramble for markets* act 
in by this process wifi aggravate regional 
conflicts m (he third wor^d Thus there is 
considerable ground for apprehension On 
both the economic and political front* in 
the wake of the conclusion of the long 
drawn-out Uruguay Round, 


{) am very grateful to MaacurOUpn for inviting 
me iu write dm paper and ro Sam Kahkoncn 
Kid Brian Fikkert for helpful uiggertwn*. firrOn 
and shortcomings arc entirely the author's 
responsibility.) . * 
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AreviewqfrecentUterature shows racial and ethnic dominance to be an important factor in constructing the ouster* 
or mietress-teivont relationship, and in countrkswkieh have bean colonised, ideas of the ruler and tided art carried 
outer iMo the domestic sphere. More generally, these studies hare drawn attention to the complexities qf servitude 
where relationships Ore structured around difference and where difference translates into cultural superiority and 
ideological dominance. 



THB waster servsntrelsrionihip with origin* 
in slavery and serfdom ha* been thought of 
ua tottral' relationship, a* fundamentally 
importantas that betwoeo huaband and wife 
or parent and child. 1 It Im been argued that 
domestic servants are key figures In soda! 
reproduction and inideoiogical maintenance 
as they are involved ia the physical 
main te nan ce of the household, piay a major 
role la sopiaHiatioa into the dominant order, 
and in perpetuating basic patterns of 
oppression and stratification (Codt 1980; 
Smith 1973; Taussig and Rubbo 1983], 
Servants become the "essential link between 
the macro-Mrocture of political life and the 
micro-ftnicture of dopiest ic and personal 
experience which prepares and sustains 
people for their roles in society" (Taussig 
and Rubbo 1983: 5-6)„ Though oftea 
presented as athird world problem (Chaplin 
1978; Smith I973K in all important aspects 
such aa low wages, kmg hours, low prestige, 
and asthe occupation resorted to by the ieast 
skilled, least assimilated group, domestic 
service is seen to reflect worldwide patterns 
(Rollins 1985:44). 

Chaplin, who has studied the occupation 
in the contest of Industrialisation, it of the 
opinion that a comparative and historical 
study of domestic servants is important from 
the point of view of contributing to an 
understanding of women's employment, 
industr ia l is atio n and mtnisa ti o o. « a d chi ld- 
tearing among the middle end upper classes 
u wall as relationship* of dominance 
involving ethnic or racial compoaeau 
(Chapha 1978.-97). However, there have been 
relatively few attempts to study the issue of 
servitude ia contemporary societies. The 
institution is frequently identified with 
slavery and pre-industrial societies, as such 
not part of modernity, and presented as aa 
occu p a ti on that ia bacaming extinct. The 
few nwNeswtoch have been canted out 
have aAfcmaaif the following qu estion s: u 
do m e stic sendee ‘predndustriaT; has H 

'm — wmu & s * l Ui t nW tatai and 

industrtasattaandUitiikdytoduappear 

anta^'SriSnSwtic ^^wSbomd* 

<t0DMfs.ii'AK9iuite h tfaancon Q P hf 

t u tap ta MW| » am p a n a mam . having 


to de with the const ruction of idsadpes. with 
status and dominance needs (Hansen 1989; 
Roiiins 1985)? It has often been pwsemad 
as a Mud world phenomenon. Is this because 
of a confusion with the larger issue of sociaJ 
inequality? It it therefore an indication of 
social inequality rather than the level of 
tadusttialitition? Is h a‘bridging occupmkm' 
(Smith 1973], providing a means of 
acculturation and socialisation Tor the rural 
migrant, or is it' a dead end [id in 1977)? 

These questions emerged as significant 
ones in the context of historical research 
carried out go industrialising England and 
France (Chaplin l978:Coser l974;Davidoff 
1974: and McBride 1974). societies which 
were not as diverse, ethnically and racially, 
as societies today, and where the mam 
difference between servants and employers 
was based on class which arose primarily 
from landownership, rural origins and 
income More recent work on South Africa 
(Cock 1980). Zambia (Hansen 1989). (he 
US tGlean 1981: Rollins 1985). aid Latin 
America | Burster and Chancy 1985: Chancy 
and Castro 1989: Young 1987(has revealed 
the space-time limitations of die findings. A 
review of recent t«cralure shows racial and 
ethnic dominance to be an important factor 
mconstructing themaster-ormiuress-servant 
reiatiomhtp. and m countries which have 
been colonised, ideas of the ruler and the 
ruled are carriedovcr into the domestic sphere. 
More generally, these studies have drawn 
attention to the co m pl e xities of servitude 
where relationships are structured around 
difference and where difference trandan 
into cultural superiority and ideological 
dominance (Cock IMO; Hansen 1989). 

RnruaenATONS of me Sckvamt 

The servant Uapowerful symbol hi society. 
Hansen, writing on Zambia, stales “^he 
figure of the servant at a metaphor has been 
used » h ig h 1 104 intimate psycho-meal 
powet - i&jn <; 0 mhiga, tonprcetni dm African 
oppressed, as a s ymptom of aetiwialkt 

Afttewi 

•edety )* m ea ntr ( 1989 : 22 ). Sersnaaa 

MP)NiihtMnritoAi 


household and to the structuring of sodaty 
but at die same time serva nts ate —sit 
as marginai individuals, even 'aoo-penons' 
net only in the househo l d s where they work 
but also in the larger society when they am 
restricted to the informal sector and often 


to non-wage work (Young 1987:366-70). 

The entrenched nature of domestic sendee 
in everyday Mfc is eeen in thrmaays 
w it in the media, film and Itinateae i 
servants are often key figures » the plat. 

The phrase'the hutler did it*. fromaBritta 
detective novel isreproducedinthec 
of a joire. Such phrases have provided! 
to the ways in which servants are pcrctoved l 
The butler heiag a marginal person to ta 
household was the aaeet unlikely of all to 
have done the deed. As a nan pars an ha 


did not count and th eref o re , provided a 
surprise twist to the const ruct ion of tot 
plot. Scrwts have alsobocaused locanvoy 
ideas about w«i»i mi values m 

well as aspecu of sociaJ change..Thd 
representation of the servant a summed np 
as. The bterary writer's servant» dwM hk 
an active variety: as 
opportunist. active 
•ociil o nto, i t rt t of 

VWPwvnro wvwmi vvjuusimivn 1 ur wu vmror oreqpmt^H 

bourgeoisie, fotenumer of the revahtiMr 
(Hansen 1989:23). ’ 

Representation hovmror is not undtip 
reflection, it is haetf an active tinar # 
moulding social roletioas 


has a na l ysed the 


an important rote in 
that cmct Hie popHo 


tie (kflticix firao 
employer class. Ei 


■the 




wound die social group of 
mobility is a papular theme in 
aimed as serva n ts. The meld srine 
ndWanehe wtih her gend 
devotion, in the 
uppmtoees fiancee.QED.saoMcitomteuai 
important to love end happisMM. The 
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Maids are rood to emote an 


W^Alv'' Retamnr 4.idBB 
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1 The presence of the makfe. upooi»#4daur 
or servinga drink provided u ambience of 
affluence sad comfort through pnmw 
•entice (hat two of substance - doctors. 



to *o fomgu.4tT.fo 

servant* bybtack WOWOft and lo rretilagly 
by'tUegai' itwmgranu from Latin America. 
Mexico, the Caribbean and Asia (ftoUtaa 
19831. Another retrain fur the invudhrtfty of 
dameitk service is due toils being considered' 
a low Main activity whtch dcmcwu those 
wtoarefonredtocngsgoinkjCock 1980:71: 
Coacr 1974:3V; Katamoo 1978:378; 
MacMillan 1986;’ Mohammed 1989:161; 



mi*. 

f eto foUm femg 

arewrfoillinf totaik i_ ...„ 

In to context of wotoa’a ttok. an 

MawM Mfe j W«ta» In Mexemm; &ui ac watinr ■ fear- 

resuRedihtbc tkfiteto wpgertof 4 
conservative ideology wfe£sSt$Rt 
domcwk aorvke U a ‘wowc*t j . 
and one not to bcm*cfc public., 


Urwym, bestaeswnen - needed w order to 
- pursue their mote fcapurwat end* in We 

[Bora 1989:14*1 

The servant's rate therefore serves a* an 
important vehicle for die propagation of 
cultural stereotypes which hove hutk into 
them, racial, gender, regional, religious and 
data ideologies. Hansen (1989:37) notes 
that British novels set around 1908-09 
depicted Africa and Africans as "backdrops 
against which fairly rich whites went to 
play". Stories of the Raj are lilted with 
r e feren c es to incompetent, hurohl mg servants 
wMi strange, incomprehensible customs. 
Margaret MacMillan (1986) writes that the 
British favoured Muslims over Hindus for 
servants. Musti ms were supposed to he more 
loyal and straightforward, “a quality often 
attributed to the fact that they worshipped 
only one god Mid were "people olibcbook” 
jMt like Christians'' < 1986:143). However, 
Christians who were Indians were disliked. 
They Were considered dishonest. This may 
have been because in the construction of 
(kffierence. which Hansen argues is central 
tnthemaater-servant relationship. Christians 
werediffindl to place a* they were perceived 
ar uncomfortably dose « the same time 
catturaUy alien to their employers. In the 
US, the parallel stereotype is the Black 
h oUactatpor of the 'Gone With tlk. Wind' 
type so u the rn novel who was 'port of the 
My', offering lifelong devotion. This 
stereotype was recently resurrected in the 
fUsn Driving Miss Daisy which seemed -to 
evoke some of the nostalgia for the 'old 
days’. In contrast, romance and adventure 
novels set in 19th century Franccand England 
often portray the governess or paid 
co mpa nio n who made a fortunate marriage.' 
This is not to say that other themes were not 
popular as well, bin studies suggest that 
mobility through marriage was more 
cotomoa in 19fh century England and frame 
than elsew h ere (McBride 1974). 


in born pool.’ it is curious that till recently, 
except for some stray references, the issue 
of domestic service has been neglected. 
Hansen in addressing thu question attributes 
the lack of attention given by historians and 


Rollins 19K3:5lt|. Women who have been 
domestics do nut wont 10 admit to working 
a low-status job [Smith I973|. TMs again 
contributes to the information problem [Sea 
also XaddifTe 1990:3901. 

Related to ail these reasons is the fact that 
domestic work is considered the woman’s 
domain* where unfortunately little hat 
changed. 7V New Staiesaam CA Clean 
Cotactoncc’. March 10.198V) commen ting 
on the failure of feminism to bring about 
alternate life-styles with shorter working 
hours and shared work in the home, note* 
that part of the failure tsthat “women continue 
to be held responsible for household 
maintenance, their own lives, their children’s 
and that of their companions". The labour 
of working cia*» women continues to enrich 
and free the lives of women above them.* 
The puNic-privatc split, with the public sphere 
considered a mure legitimate domain far 
auemion. has contributed tomaking domestic 
service an worthy of notice. It has bocome 
invisible mother 'women’s problems* have. 1 * 
Questions about housework remain taboo. 

The mid-19th century was a crucial period 
(in tlrehishiry of tlrewesOin the development 
of the nutton of 'the separation of spheres’ 
and the confinement of women, ideofogicaliy 
if not for all women in practice, to the 
■priva'e’ sphere of the suburtw and the home 
(DavidofT and Hall 1983: Hall I9BI). In 
keeping with this, author), of the I9thccntury 
etiquette advised their readers to avoid die 
subject of servants in conversation as not 
only being boring, hot loo hist ant an effort 
to advertise the face of command IDudden 
1983:115). MacMillan sympathises with the 


became bores ahuui housekeeping, bowling 
of thqo triumphs over box-wallahs, servants, 
whrte ants..."(1986.88).and reports that one 
of the several popular guides for ’memsahibr' 
cautioned, “do make it a strict rale not to 


LuwSTatm , 

Tim d um catic worker ausoaaaskABvtaa 
low aims tint society wham daffcWwfo <f 
doss rely on occupational chustifcutian 
(Mohammed 1989:1611. The work it 
resigned a low rank becauaa it ism a rismd 
with women, does not call for any partfeadar 
raldcntlfiable«lrilh.bc«»sidir ari^ 
fovoivoa ckaning which it influen ce d by 
ideas of purity and pollution audit associated 
with pretndtntrial rather than iba ’modem’ 
lector since h takes place hi thchouatbold 
and can be canted out with HMa aid from 
machinery (Cock 1980.66). The WOCUdfon 
of domestic service with proa ti ti ni t m and 
with destitute women and chHdnn haa 
withstood time and todustriaHsation, and 
appears 10 have no geographical er cutiurai 
boundaries. While a large pn rora t q g r of 
destitute women and prostitutes wage 
domestic servants in London in the 16401 
ITdlis-Nayak 1983:7 IJasurveyofPmwrifoi 
women in the 1970s continued to place the 
work only a Buie above preatitntiM nod 
begging in the occupational hierarchy 
[Heyman 1974). SheHee Cohen (1969) and 
Rollins i 1985) both emphasise the Stigma 
attached to servitude deriving from the work 
as well aa from association with (ha social 
group* which dominate the occupation. 
Performing this work reinforces low status 
among groups who are accorded low status 
In an ideologic ill context that t ar n s d l iteran ce 
from those in power into inferiority. For 
example, in Boston in 1950. when 70 par 
cent of domestic workers were tried, anti- 
servitude sentiment* were t rans l a le d fauo 
antidrith sentimenu” in whatbaemtitetdoee 
approshnanon to a caste-ti k e aecial group. 

Rollins note* that when blacks fold 
immigrant women are employed mdomfotic 
servants, class prejudices, ethnic pmjudtoas 
and the degradation of menial labour 
interplay to strengthen anti-servitude 


kx of the English housewife in an alien land 
Of vott the recognised importance of rather than wiA) the servant under alien rule: 
serwus and their substantial pr e sen c e in the "It it scarcely surprising I hat tome women 


anthropologists to the limitations of 
ex pl amitory frames that ignore the individual 
asahmmmegent- “Thd|bevK>u* generation’* 
scholarly community reacted like mo*t 
employers of servants: they took them for 
granted" (19899). Another reason for the 
reluivety few studies on scrvttBits attributed 
P the difficulty of getting informal loir 


talk of servants and housekeeping when you 
go out., one sees group# of women at the a 
dub compuring notes about... what titeir 
cook’s daily bills amount to". Attempts at 
bringing 8 into the public debme continue 
to he anaekod One woman in te rviewe d by 
The New Ukaesmm* objected to en qui ries 
about h ous ew ork, who did it and what 
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rtifiy irrtjntrf In •nhpm Hl|h rrrrir rt tfrjntr 
often rafuaad lo parfipm fastor which they 
co*aMereddofUin*,rauiA»ito 
of^JW^mi iiw^ i^TheiWtith were 
fnreedtofearo from (he confusing array of 
.■■Km andretigfeaa whom they could tore 
for wh* job. The lowest status work had 
to do with doming (sweeping. laundering 
kxhea, taking out the garbage), the jhn 
seated by another. 14 Bnhmku preferred to 
work at gardener* *» it eoeWcd them to 
avoid comset whhpuUutiag<heot-and pork- 
eating I fore ig ner*. poorer hrahmiiw who 
migto rove woriced as crxikstnihe household* 
of the higher Hindu caste*. did not opr for 
cooking m E urop e a n hornet because much 
of the food (hot wet cooked wot polluting 
o them. Sweeper* hailed rnuttly from the 
ower catlet hut "even »weeper* had their 
imits. they would not touch dead animal*. 
kt dal a Hill lower grade of uotouchahlct 
tad to he employed'' [Macmillan I9X6J. 

It may be noted in this context that the 


mm* 


iftniiiky wirriwm in 

DribJ rovasil* dM (fit 
their workmtaitwtmhwtdag. ami littod at 
reutont. clean working condition*, 
convenient working hour*, and association 
whh their middle or tipper daw mtercucs. 
Il it interesting to note dwt although ctnte 
it on the decline in urban centre* such at 
Delhi, the domextic servants who were 
interviewed belonged to the lower custex 
while their employers hailed from middle 
or high cum» |Da*gup<* 19X41. 

Even in the US. domestic tcrvicc need not 
at .*ay* he regarded at of low status: In her 
dudy ol Jupancsc-Amcrican women. Glenn 
f 1981) report* that the women the 
interviewed did not consider domestic work 
particularly degrading and *omc even 
preferred it to oilier work. The reasons given 
by her re*pnndcni* were that it wa* flexible, 
that it permitted greater autonomy ax it did 
not involve being closely monitored like 
factory-work and was therefore more 
'dignified' Another advantage was that il 
could be hidden form of labour: often 
husband* did mu know their wive* were 
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domestic'job*.* Gksm riw lb mcs ehfc vfrw 
extremely cxpHNiauvenaroreor wwie-cosar 
wotk. Even so. the (act that in Japaaatt 
culture it t* considered nerear a r y far girt* 
to be ydt-vened in household task*.** may 
havepiayedarote in influencing theta waaua 
to do housework. Another powcrftd ftcter 
in pushing women into domestic service tt 
the work ethic, which stem* from the Mas¬ 
eru. which say* the wont titattioa it being 
idle and many ofCicnn'ximctv fc wee* voice d 
this feeling. Mod pod-retirement dom esti c s 
in Glenn'* study denied overwfaeititiiig 
nnoneial need. They said they I iked to work 
and if they stayed at home It it not good 
for me". They imocmed being idte with 
depression and thoughts of the bad old 
day*' iGIcnn I9X1:374-75|. Work proved 
m hr ii ~n iiy tr forget thr prnhirm* id ihn p at t 

Pmmu> 

Who is the ‘typical* domestic worker, 
what are the feature* which c ha racterise fee 
group'.’ In the US in 1970 there were mere 
than one milium private household workers 
of whom nearly 97 per cciM were women. ■ 


xaetke of keeping servants wa* nut confined 
10 die British (or other foreigner* only). 
Jppcr dan and upper caste Indian* did 
teep - and continue to keep - servant* 
MTloeni landowners in rural arcus, and 
■idl and middle-class families in urban 
treat, regularly employed - and employ - 
tervant*. In rural areas domestic service wa* 
requcntly an aspect of debt-bondage >o the 
matter. Snnive* <I9X7:X7-XX) reports on 
ka' servitude prevailing in south Karnataka 
in which the debtor pledged hit young son 
nr nephew to work in the master's household 
ill dka debt wax repaid or worked off. Debt- 
sundagt wa* alto characteristic of other 
Mitt of India. In the Tchn-Gartiwal region 
rflftttrPlnrteihapoormanwhogtaniamed. 
KcaskMUlly pledged hit wile to work in Ms 
master's household, and also serve as his 
mistress dll the debt was cleared |Golcy 
9X3:931. In such cates the servant could 
toil from the master's caste or a low ink. 
achtding untouchables. Thu. was also true 
if south Karnataka [Srinivas I9X7:KX|. 
Dotnettic service in the bouse of a tower 
roue person may lower the status of ihc high 
mne servant but that need nutal ways happen 
Spending on the kind of service performed, 
niu* brahmins may work as cooks in the 
XMMt of rich kshatriyas and vauhyaa ui 
KNth India wtthuut expenettetag lou of 
:aste. Cooking it often a iraditfnnal 
Kcunatton of brahmin*, and also, the 
wndkkMMof work ore such that the purity 
•f the b ra hmin fat protected tin fact, in the 
.'**te contcgt. it it in the interests of the 
im pt u ye n o protect dm purity of the conk.) 
h awrihcgoiainitiw dug m. India today 
' nroamic mndotit idsroweahaiuaM tor some 


working ui. domestic* and il wa* Uicrelore 
a source ui income for the woman which 
was completely under her control. Many 
women chcnshed the opportunity to work 
at all. when they did not know English, and 
many hud built what they considered to have 
good relationship* with their employers. 

The clue to understanding the above 
situation is provided by DavidotT when she 
emphasises that "the context and meaning 
of domestic work arc culturally defined and 
culturally variable" <1974:701. The 
combination ol a strong work ethic and the 
cultural acceptability of housework and pan- 
• time work lor women in Japanese society 
may have drawn these women to domestic 
service and given Ihcm Jhc cultural 
legtumaiion io remain in it (Glenn 19X1: 
365-h7|. According to Kandn < 19901. in 
Japanese society the hou*choid is a 
productive unu ami housework i* often not 
separable in irutftiionai conceptualisation 
from 'outside' work because of the tradition 
of household enterprise. For Japanese 
women, work outside the home becomes an 
index of commitment to the ucht’ or 
household unu. Given that ihc ‘prntcsstonal 
housewife' is a desirable model |Kondo 
1990:2X11, the image uf domestic worker 
may not carry (he stigma x doc* m some 
iKhcr cultures. Both Kondo and Glenn 
mention the toftowing characteristics of the 
work m which Japanese umtncrt were Ufceiy 
to he found: it could be carried ow pan-rime 
(lull-time work Is a masculine domain) 
(Kondo 1990:2X0), or in the home and 
Involved rntdittoori women's tasks such as 
rowing, ctwuMng, washing clothes or 
pMpanag tomWGienn l9tt:338).1herofHe, 


More than half ol all private hausehold 
worker* were Mack women, and drey tended 
to he older women IKatzman 1971:379J. 
Cock < 19X0:99) repran of South Africa thet 
domestic service is largely a Mack, female 
institution. Thr Economist (The IrrvsoS 
Problem. March 17. 1990) has the more 
cutreat description of the popu l ation g roup 
which the typical domestic servant i* drawn 
from young women with BtUcoraoedo a hno 
or skills and low expectations, mostly 
migrant*. Domuunt images hivecouRSTOady 
depicted servants as women wi thout 
independent lives or imprests. Primer and 
Young report that domestic* wore covwaaig 
as single women, yuung or old. cut ofTfkmh 
any atlachmcnu cxcfrpt those to the 
emptoya * family (Primer 1919:17: Young 
I9X7:370|. Cock <I9K0:3I-S2> also 
comments on the pattern of 'ftuuily 
dtsorganisation’ among do mc s i i c woifcaos. 
They ore more often women whose family 
life has been disrupted by poverty art 
migration. In her sample 71 per cero had 
been married hut only 41 per cent went aril 
mamod while o t h er s we re wsdawetldlvonaai 
ur deserted TtadcscroxionropcaK writ mar 
space and lime: in Lima, between 199646 
nearly two-thirds of the c c ooouuca Byacaro 
female migrants worked as domestic* whMto 
m 19X1 the numbers had mceeoMd and 
women made up IS per cent of the I MjEH 
registered homeworker* [BadrtWfc tfWj. 

Smith 1 1973:193) whom work n «h» 
based on Peru, remarts that "dnuresik 
worker* are not typically ro p rerem ed by t 
narrowly defined s eg ment of the Mian 
tower dam- ire women range froeslSto 34 
years, -.-arc almost eadonorely uariihriiad^. 


f-‘ 


. 4hj£Sjfc^a'qqpuii Own s poor 
arm-urban |Ma who engages’ in domestic 
Service until marriageora more desirable 
employment opportunity present* hadf. 

Recent trends as revealed by the Indian 
, census point to the rapid fctninitation of 
domestic service. The 1971 Census 
enumerated 6,75.878 domestic servants of 
Whom ooly 241.479 were women while the 
1981 Census reported the number as Kd>7.470 
of whom 5.05.023 were women. In 1981 
women formed more than SO per cent of 
. domestic servants os compared to 37.2 per 
cent in 1971. further, the number of male 
domestic servants decimal over the 1971-81 
Census from 4,24.399 to 4.02487. But 
femimsstionof domestic service has occurred 
mainly in urban areas. Incidentally, the 
growth of domestic labour force is associated 
with rapid urbanisation occurring ut the 
country. Thus while in 1971 about 63 per 
cent of domestic labour was urban, in >981 
the proportion was more than 68 percent." 
But the continued presence of a significant 
number of men in domestic service calls for 
ah explanation, ft provides immigrants from 
distant rural areas valuable and protected 
entry into urban lilc. a hose from which (hey 
can explore the mysterious urban world, and 
the opportunities it affords them, lu 
anonymity enables them to perform, for 
wages, tasks which they would regard 
demeaning and unworthy ot men in their 
own homes. The traditional notions of 
purdah, and impurity attached to women 
during menstruation and childbirth, worked 
against women being employed as cooks 
[Mehta I960). even though in (heir own 
homes they arc solely responsible for 
preparing the family meal. Male conks arc 
• also among the highest paid among servants 
in India. The growing leminixatmn of 
domestic work, however, points to (he 
loosenmf hold of the traditional ideas of 
pufky and impurity in urban Indian society. 

In Zambia, a preference for male servants 
and a concomitant reluctance to employ 
women persists. Hansen (1989:18) uses the 
mdai construction (of the gender division 
of labour) argument to counter those who 
have wed biological metaphors and theoncs 
of the household based on it to explain the 
concentration of women as domestics 
elsewhere. 

from the literature what emerges as an 
atonal requisedcttancicristic for the potential 
domestic worker is a certain vufoerabiliiy 
which makes possible an exploitative 
r d nh n i hi p based on depende n ce. This 
v ut ncrabH ily arises out of a combination of 
what are dbadvantage* in the Urban labour 
pool: a lack of ed u cation and skills, lack of 
resources (almost aB domestics are from 
pom families and from a lower class 
background), and a cultural background 
Which does me provide the means to choose 



'Of ThWi ^ 

' as for example. bwguaghluwdk^ Wrt 
overrides ahatmsy afocrwimMadWr^’s^st 
such os mkfcfte class origins. Simply befog 
considered ’alien’ it enough to In cre ase t hi s 
sense of vuinonbMty. As Cohen (1989) 
reports of West Indian domestic workers in 
New York, being ut the mercy of those 
who ore responsible for getting workers a 
‘green card' mokes for a situation where the 
domestic feels helpless and victimised This 
may explain why many women who work 
us domestics in the US have held higher 
status positions in their own countries 
(Nakano Glenn's interviewees would not 
think of doing the work of maids in Japan). M 
Ideologies of subordination based on gender 
and race play a crucial role in the dynamics 
of the muster • or mi stress-servant relationship 
and in the creation of vulnerability. Often 
there is ideological domination, especially 
where cokmiulism plays an important rote. 30 
It is no wonder that the typical domestic is 
a woman oflowcr class, more likely racially 
different Irom the employer. Glenn 
emphasises this vulnerability when she writes 
that domestic service was left open 

to those lowest on die status hierarchy and 
(hose most recently arrived in the city. ... 
In industrialising and industrialised societ¬ 
ies. domestic service seems to he the spe¬ 
ciality of groups that are not integrated into 
the industrialising sectors of the economy 
(Glenn 1981:352. 354J. 

Domi stv StatvrE AND 
Eoinomk' DcvHiawrarr 

There has been a great deal of interest in 
the relationship between domestic service 
and economic development, specifically, in 
its correlation it any. with economic growth. 
Those who have studied the institution within 
the framework of the modernisation thesis 
lend to see it as an indicator of the level of 
development and industrialisation and as a 
‘useful measure of development ‘...where 
reliable data on the distribution of income 
and on the non-marker sector ofthe economy 
are virtually non-existent' [Chaplin 
1978:123). This conceptualisation has 
relegated domestic service as one of the 
prublcrm of an underdeveloped economy. 

This approach has been criticised fairly 
thoroughly. Cuntrary to pro gn os es [Boaerup 
1970. Cbaer 1974|. the practice of employing 
domestic workers dues not appear to be 
fading as a result of economic d c v do pw tw t 
and industrialisation. r ' Instead the 
industrialisation process has bees given ae 
one of the causes for the pr e v a lenc e of 
se rv a n tb oo d (Taussig and Rubbo 1983:21) 
ae k appears to straw hue not only demand 
but supply as well Em p i rically, k fade to 
explain the continued Incidence, some may 



worker* wtoMv oMmIM fctf* dMiMtk 
service. Wkb greyer numban tif tidtidk- ■ 
dess women enteriu i foe labapffbpkkikere 
tsoerwfuy nQQownwaRKpKnf mMOfovra 
skfc. e+en with focrautag ntt ra fa ersof 
household gadgets on the market Attempt! 
to explain the pretence of fomite live-in 
servants as a social foatitotiaa which is 
dependent on the level of ttocm p teymicnt, 
(with high unemploymen t l eet ttn g to greater 
numbers of women in servitude), hat been I 
dismissed as economic fattlbm' [Taussig ' 
and Rubbo 1983:6], The argument is that 
if unemployed women are aMe so find work 
as domestic servanta, it la evidence of the 
need for the occupation in,the society and 
cannot he attributed to unemployment. 

Though domestic service seems to have 
maintained its status quo if dot increased, 
rather thandixappeured with mduxtriahsarion. 
kb not thewealthiest countries which have 
the highest servant ratios but those with the 
largest income differentials. Curiously, 
arguments have been made'which account 
for the expansion of domestic service both 
during periods of economic growth (Hqfman 
1986: 108,110, Your* 1987.365) asweHas 
during decline (Gill 1989:119k 11 k hat also 
been argued that as a development index, 
domestic service does not correlate positively 
with growth, but “peaks at the crucial 
turnaround stage when Marxian expectations 
orendless I y accelerating misery and grow in} 
inequality cease to be valid" [Chaplin 
1978:123). 

Rollins'’*< l985>andGtoan'i<l98l) world 
suggest that formulating an i n dicator based 
on economic measures may not be 
meaningful where xervarthood is concerned 
Rather than a ‘development index', which 
implies a quantitative measure, a high 
servant-uvcmployer ratio as an indicator of 
the degree of social inequality s ce n e c l o ur 
to the experience of both third world and 
industrial nations. Here 'soctol inequality' 
ts more loosely defined (by Cock. Rodim. 
Hansen. Gkm and others) since k b so 
finely meshed with issues of race, culture 
and the creation of dominant ideologies 

This is not to say there have not been any 
quritmlvc c han g es whhtodo m M rtc se r v ic e 

in the US in toe earlier pen of dm century 
a major change oc cur red when founk 
servants started living out [Duddna 1983. 
Rollins 1985). Where a trend may to 
emerging is in the separation of d jW ldc an ' 
from hoose-ckmttaf tog e th er With « 
increasing profeMionaiiantion of the 
•entic*,* 1 though the oxMM' gf such 
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(Ifir^^dlo Aii ^ ^C otwcMofNwHy 
Schwab fo H«5 Usud II arid In 1986.3© 
teaching tnd placement centre* wh o re 
gradufere are considered In-home childcare 
prefow i o nato. AImi to 1986, the franchises 
in prefendonal buusectesmflg and maid 
service* were described its wane of the 
fasteat-growing hutineucs, overtaking fast 
lood which used to hold the lead. The story 
i* similar in Britain where nursery training 
college* can astute their graduate* better 
opportunities now. compared with id years 
ago (the ratio is 25 jobs to S graduates > while 
in London nanny agency boasts of 40 
prospective employers to one nanny (The 
Bammitt: Match 17. 1990). Romerot 1988) 
elaborates the strategies employed by women 
domestic workers to gain control over what 
i* a very undefined and nontextual work 
relationship. She demonstrates that 
professkmalisation of employer-worker 
relations and standardisation of tasks are 
central to the ways in which Chicaniidomcstk 
workers attempt to prevent exploitation. 
However, from Rollins’* < I9K5) study it is 
not dear to what extent such strategics ore 
sticcesaftil. The women she interviewed had 
negative responses about cleaning services 
which they saw as expensive, impersonal 
and rigid, and expressed a preference for the 
relationship they could build with an 
individual. In middle-class and upper- 
middle-class homes. Mack or immigrant 
women are the preferred work group for 
house-cleaning, and white women (or 
childcare (Rollins 1985). 

It is perti n ent to remark here that in India 
industrialisation is responsible for 
introducing important changes in the 
institution of the domestic servant. For 
instance, tmhe bigger Indian cities the IIvinp- 
m servant is being replaced by part-time, 
visiting servants. Such servants perform 
specific tasks in the household, and they 
usually work for several employers. 
Employers Ibid the living-in servant has to 
he fed and looked after and his tor her) 
inroad* m» (hen privacy totcnacd. Further, 

reports in newspapers of physical attacks by 
living-bi servant* on their eklcriy employers 
have acted asadetenem to employing them. 

The Mosiun Treat* 

The argument that domestic service 
provided a channel lor upwaid nubility lor 
rural and foreign migrant* was predominant 
mthel970».k grew out of the modernisation 
ihous and Ms supporters. Chaphe (197111, 
Coser( 1974), Davidoffl 19741 and McBride 
< I974nonaawi(ew.cxicndod their findings 
on itxktstrtaltatng England and France, to 
non-woMm countries. Chaplin, the major 
proponent of the u p wa r d mobility thesis, 
roues. IkMutMtMrvIcu can abohe viewed 
“ the sugar aocu hu raring or wchdMag 
agency liw nmp and foreign inlgriaitsdunng 


dm nariy mya of btdustrialiiatioa. This 
p eriod was uomporabie to the sMtsadon hi 
currently devdopfog countries''. He quotes 
Broom and Smith (1963) who. based on 
studies in England, view domestic rervioe 
as the principal ’bridging occupation* 
IChaptin 1979], 

McBride’s study of 19th century France 
indicates that domwkr service was «mc »H 
the mast important means by whk li the rand 
pour effected the transition m urban life, h 
was a transitional stage both in the lives of 
individual servants aid in the process of 
modernisation of the society. At the 
individual level, some servants benefited 
from this important stage by gaining 
ocxnipationriikilUandacctirauUtxtgsdawry 
or working capital. Mobility within the 
domestic hierarchy was also possible, 
promotions from scullery maid to chamber 
maid to lady's maid (dr insta n c e , or from 
hool-hluck hoy to footman. Davidoff 
(1974:4161 presents a gendered version of 
the mobility argument according to which, 
men were uhic to use (he contacts they had 
made while in service to become shopkeqien 
and run services while women were mow 
likely to ’marry up*. McBride's study 
supports DavKlotfs thesis that women used 
domestic service as a means to make better 
marriages. According to McBride, a third of 
all French women may have served as 
domestic servants before marriage. Records 
at Versailles lor example, reveal that 30-40 
percent of female servants married men of 
higher status than their own. Women who 
had been ’socialised' through servitude were 
considered hettcr prep are d for marriage and 
therefore made better marriages. Radcitffc 
(1990) observes that the assimilation of 
domestics into nnddlcand uppcr-mhkSeciaB 
households, even while it is ‘partial and 
contradictory'. follows a pattern of cuMarei 
incorporation. But she thinks that complete 
incorporation'll rural mi grant* is impossible 
from her study nl domestic workers in Fere. 

Studies nl India and parts ot Africa point 
to the significance of the servant's role, of 
master- or mi si revs-servant relations m the 
larger context of the dominance of one racial 
and national pupulation by another. In India, 
even before Mughal, then British rule, caste 
divisions had established patterns of 
dominance, and patron-client r ri a n o m htps 
existed which indy became mure layered 
'and enmplicasod with time (Tettts-Nayak 
I983|. According to RoHtns (19*5:55), 
"domestic service fo this context, rather than 
funetkminy tat a gateway through which 
aodo-economic nsrpath pass into die 
mafortwam. ttmethm* to re in f or ce social 
and ethnic stereotypes and maintain dame 
biologically "deviant" w the social and 
couonmic undereka*".* 

Tdha-Nayafc (19*3 h on dm hams of study 
of ednacady dlvureu unmatanMaa in MM. 
support* the e rgo m eat that ser v ant s 


GMpttittKG Mite if so iod oi QHMMfy. A 
antaH number are their ridtts to move an to 
semi-skilled jobs outside the home or to 
margtoolly higher- pay i ng domestic ones, hut 
hi general, servanu do not more out of dwlr 
data and ckrture (19113:71). Ms foot their 
ttrtNNi e x p er tem x often creates 
problem*. At times thetr marnage prospects 
may be adversely affected in a traditional 
society. Women who hav e worked fo nridfoa- 
cion may wool greater Muaony 

than they would have had before leaving 
their villages. They may begin to want 
different dungs - a life-style similar to fern 
of their employers. Young (19*7:371) 
explains (he problem as an mobility of the 
servant to acquire the cultural and maferial 
capital of (he middle or upper data family 
because id hef Wftnpl rehrioarinp m M. 
Hansen<1989. 21 )4fore«theexmnpteof 
Chrirtian domestic servanu fo Kerala mate 


in India which JUustrate* the i rr eleva nce of 
their knowledge g smtli outside of (he 
employing tinutcholdMpk is also seen in 
(he skills learned in AfrtOh homes (Cock 
1980: Hansen 1989) where fohks are requited 
to learn highly elaborate Mgeai d is h es 
which need expensive unii nwl in nhtsm 
ingredient* as wed at more efficicsM novas 
and ovens ail Of which will not he affodaMe 
for the servant families in their homrt The 
highly etahucate meals which developed fo 
wiiwiifi hnusfhnlrti s e r ved the pnrpore of 
status display of which the servamwasapml 
[MacMillan 1986). South 11973) qnwtiom 
.the mobility thesis based on Peruvian 
ma t eri al. At afcut. Per u v im uTvO ud r Mp» 
the servant to get a betsdr job widria dm 
servant realm. A servant fog Me. If any 
hope of em er ging trims Ibe lower ctaac 
laflead of working her foay tq> dm aacfol 
h ierare hy . if she m lucky, she rile* so foe 
upper level* of the lower dam on dm shirt- 
laiti of her husbamT. ia som. nqhe af dm 
so n w es tern supports tSnupmd 

mobility thesis (Human Jffo^Thn, 
Du vidoff observes (hut uujry of dJBkama 

up m u cydc of poverty, wrth a feck of 

from gonrratioa to pcnenmoo. This vicioos 
cycle leads one to suspect foot deomade 
work may wdude a degree of mrri p ri pa ia 
• quasi-cue* status’ < 1974*0). 

But upward mobility is diffienk so 

moved out of se r v k uds mop not wont to 
admit to ever having buna in i deaparum 
enough stttutioa in warrant going info k. 
Addiiiunally. it it dlffkuk to treor aoch 
iwvcflraMi of ioriividMriSu fDOpnpMctfMy 
m wei as socially, afooe dfok n etwor k * 


would bo to observe two or mm 


gsamratfoa* fo a tfonity. This is at am 
wkiek has not m co tuad o gnat dual of 
aneotkao fo dm Manama. 



4 How hllOWBUWT 

U domestic service different from other 
forms of employment? Those who have 
addressed this question seem to have boen 
more successful in proceeding With methods 
of negation in trying to conceptualise what 
has been referred to as a relation foil'of 
ambiguities and contradictions. Therefore, 
TdHs-Nayak (19113:72-73) says that it is not 
product-oriented, ttwitcallsfornoporticuiar 
skills on the part of the servant and no 
precise evaluative standards on the part of 
the employer ’' Gill (19X9: 128) writes that 
the house-worker is neither a labourer in the 
traditional seme nor one who curries out the 
unpaid domestic tasks of wife or mother. 
The tensions arising from these ambiguities 
are played out and recreated through a 
complex process of conflict and 
accommodation that characterises the 
(mistress-servant) relationship and which 
are closely related to the class and ethnic 
background of specific social actors. 

Asacategoryitisanin-bctwccn. RndclifTe 
(1990) reports that the very term used to 
address the servant which is. cholo’, refers 
to a person who has left his peasant origins 
but it is yet not integrated into modern 
society and culture.-* The term also denotes 
the marginal, ambiguous status of those who 
have no fixed niche in the stratification 
system- Aubert (1933) addresses this in¬ 
bet weemess when he writes that the roie of 
the housemaid "waver* between the 
occupational models of gemeinschaft and 
gesdlsdufr. Chaplin 1 1978:99) draws 
attention to the blurred line between kinship, 
apprenticeship and domestic service in mid- 
19th century England while addressing the 
‘lending of the children' which involved 
both welfare and exploitation. Young 
(1997:366) in a discussion of how the 
ideology of the family helps to mire an 
essentially exploitative relationship, writes 
tint domestics in their patron families arc 
at the same time member! as well as non- 
tnembere. standing simultaneously within 
the familial boundaries yet outside them. 
Their case exemplifies the linkage of 
domestic and collective institutions that 
are bonded by an ideology of paternalism 
and dependency. The essence of their 
position is that they are part of a household 
which includes more than kin |Cock 1980). 

It is an effective form of marginalisation 
where the servant though crucial to the 
patron's family as well as to society’s 
maintenance, is retained as a marginal 
member of the social totality [Young 
1987:375). Another way in which the 
domestic servant is placed in a marginal 
position is that a good part of his or her 
real income is provided in kind. Instead of 
being aMe to engage in the essence of 
- modem social order, the participates only 
;0jndircctiy through her master’s household. 






The tokoft wage rocoivod is skin to pocket 
money (Cock HMOtlOZ). 

It it the ideology of the family with Hs 
stress on the commitment of close kin. as 
well as on duty and devotion within the 
protected boundaries, which conceals and 
helps to bring about the marginal position 
the domestic servant occupies in the private 
sphere {Young 19*17:3701. The idiom of the 
family us inclusive, just as a ‘nature)' age- 
hosed division of labour and power, serves 
to structure a relationship of inequality 
indeed, of exploitation - one powerfully 
legitimised by (he church and the state. Young 
women pass from the paternalism of their 
own familiar environment to the paternalism 
of tite new working environment [Young 
1987: 365) where work is seen us u natural. 
contribution and not a form of wage labour 
(Radclifle I990|. Family ideology and 
paternalism has made possible a 
subordination of a more personal and 
pervasive kind. Unlike an enterprise where 
the subordinate may delcr to the technical 
expertise of the superior, the domestic 
worker's deference is to paternalistic status. 
Since the identity of a servant was a lusting 
quality ascribed to a person irrespective of 
his or her choice (like caste), the relationship 
to the master or mistress was one based 
primarily on status and not on contract 
[Aubcit i953:l32|. 

The Rile of lantily ideology in structuring 
the master-servant interaction has led to 
greater importance being placed on the 
personalities of the parties determining (he 
success and satisfaction in the relationship, 
more than in most other occupational 
relationships (Aubcrr 1933; Gill 1989; 
Katzman 1978). Chaplin (1978:99) observes 
that domestic service, though essentially 
manual labour, can be as demanding of 
personality involve mew as selling, and of 
character us clerking in a bank, in addition, 
different types of domestic work require 
different qualities: "A butler, or a 
chambermaid waitress whoistail and comely 
may have access to a larger number, and to 
better places than one who is short..'’(Naynes 
1923:428 quoted in Chaplin 1978). Rollins 
in disagreeing with the finer points of 
Chaplin's argument, supports the larger 
argument he makes. She notes that personal 
qualities considered negative otherwise may 
be looked upon favourably where the 
relationship involves racial difference. 
Among her interviewees many remarked 
that they received better treatment if they 
dressed poorly and appeared excessively 
deferential. Rollins herself experienced 
hostility from employers when she did not 
assume (he demeanour of a grateful 
subordinate, which included a carefully 
constructed ’down at heel' a p pe a ra nce . 37 
Rollins’s observations confirm the 
importance of the persona) qualities of the 
domestic worker in an arrangement where 


Urn nature of fog rei eri aag Hg lit foi fo u 
superior and ipmere taffetam 

dam foe completion pf tasks llH3;l 22). 
This personalism it expound InthequaMtfes 
considered desirable by the employer, such 
as humility, lowliness,, meekness end 
gentleness, fearful ness, raspectfolnsu, 
loyalty and good temper [Dsvidoff 
1974:4131. and in the promine nt oo n tp lahtts 
which concern the servants' supposed 
dishonesty, irresponsibility. Issineis. 
tulienness. requests for free time, illness and 
possible pregnancy... [Taussig and Rufabo 
1983:13). 

Other aspects of the persona li sed nature 
of the work are diffuse and capricious 
expectations which s t rengthen and legitimise 
dependency and iu ascription [Tellis-Nayak 
1983:72-73). Taussig and Rubbo (1983:20) 
have identified two separate dimensions of 
the capriciouxness nf which servants 
complain. One is associated with the 
depcviderioeon the mis tresses'mood changes, 
itself a result of the highly personal istic 
quality that runs through the definition of 
the, servant’s tasks in a stable, long-term 
arrangement. Secondly, there it the 
capnciousness which lies in the contradiction 
ot being an unstably employed but personally 
involved employee, without any or most of 
the security that the traditional servant was 
promised. Practically,unlimited duty to obey 
the master is another indication that the 
relationship is functionally diffuse. The 
particularistic pattern has mode it impossible 
to legitimate a defence of the private sphere 
by the claim that the job is done accenting 
to generally accepted, objective standards of 
occupational performance. 

Another dimension of the penonalised 
relationship between master and servant is 
intimacy. This is highlighted by Srinivs* 
(1987:87-88) who quotes the instance of * 
loyal jita servant being given the honour of 
burial after death in the master's ancestral 
graveyard. He was being treated as smember 
of the master's lineage. 

But the nature of master(mist>ess)-servan( 
relationship is undergoing radical change in 
India under the pressures of urbanisation 
and industrialisation. A common complain) 
of middle claw housewives in India is that 
they are unable to get any longer reliable 
and efficient servants let atone loyal and 
honest ones. 

Servant as Status Snoot. 

The servant as deference-giver provided 
another service-that of status symbol - 
which set servitude somewhat apart from 
other occupations. The function of the 
domestic as status-giver and foe use nf dr 
servant rote to reinforce the superior statu* 
of foe employer end to create her identity 
in oppositio n to that of fop servant's, art 
important ways in which social Mararchy ' 
maintained. The role of servant as statu* 



yjg fgnlt bright-RMMft 
— wclap tdreuucdt. fomc 
itavM pwformd n vofi but fumlniurl 
ndalyiomtmtmthUr pnqmr'ntettie and 
wonL.dtoihM 198Sri03).ioMuslriaUaiag 
England rod Prance. lackeys, coachmen and 
footman* often ttrod for ihdr looks and 
dwmdltoiiBamlouitooantniai functlomd 
tolely to impress others. For the employer 
lobe able to 'wane' well-bulit male servants 
was seen as evidence of his extreme wealth 


| Doughs atdlstwrwood IV7W; Vebten 1974], 
Leonora Dnvidoff who has explored the 
servant's role as 'deference-giver' and the 
formauon of ’deference-occupations' in 
somedepth. remark* that employing servants 
is the surest way of establishing social 
superiority. TheactivilM* of such households 
were dominated by the concern with social 
placement and social closure which led to 
'agrestuptavgetadispluyttfinuicrial objects' 
ux well as 'elaborated rituals of etiquette’ 
(1974:411). Rituals are known to become 


easily an end in themselves without 
awareness of the symbolic or mystical 
properties of the acton. This elaboration of 
ritual takes on the features o! a dramatic 


performance, when the occasion is a 
ceremonial performance such us a dinner 
party, private boll tjrhousepanyTX-lcrmuji 
behaviour lakes on exaggerated form* such 
as walking out of a door backwards, 
maintaining complete silence while 
performing tasks, never sitting down in the 
presence of an employer and never imitating 
an action or speech (DavidolT 1974:415). 

According to Chaplin (19711:117) " ..die 
existence of low-paid do moot, service and 
the psychological gratification arising tram 
m e m b er ship in the top status group in a 
multiracial society became realities difficult 
to relinquish" In the colonial household, 
servitude assumed many ul the features of 
the relationship between the ruler and the 
ruled (Hansen 1989:302: MacMillan 
1986:143-1451. in South Africa servants 
provided a crucial behavioural validation of 
apartheid,* while to the Mughols. and then 
the British in India, servants were seen as 


necessary for the prestige of the empire. 

Margaret MacMillan's narrative provides 
some penetrating naughts into the kind ot 
everyday nutations which arise in a 
tradit i o na l can so ciet y duringcu km ial rule. 
She writes that amoog other dungs that the 
British had 'picked up' free* India was that 
the n u m ber of servants was a measure of 


status. Whether the British did indeed get 
this idea from India or whether it was 
something they catac to India with, can be 
argued brn the point u that since the servants 
thought so as wall, employers were under 
considerable pres s u re to hire more every 
nme the Burner got a promntmot 1986:146). 
In their preoccupation with uphotdmg the 
statue of the empire, the British were 
ronrtaunuily mak i n g co mpa risons between 


a ty S ^htow as^n^^smlady 
trained It reflected on their mast er's ability 
to rule the country. British housewives were 
therefore expaciad to superviap their servants 
much as their husbands s up e r v i sed their 
troops^a iteh o u e ek eap inf re tc mh ie d sbattle 
more then it did anything else. Guides to 
housekeeping sounded.more like military 
manuals (1986:143). Servants were to be 
treated with firmness and constant vigilance. 
The Compkie hutted Hemsekseperand Cook 
stated that “an mtidy nustress .invariably 
had untidy, idle servants". If a memsahtfa lost 
control of har household, it was for the same 
reasons that the British might one day lose 
control oflndia. Servants becameanecetsary 
burden to the young housewife who was 
constantly judged by how well her household 
staff performed, to create the stately 
atmosphere that was expected of those in 
command. At the lowest levels of British 
society, cvcp the wives of urdinary soldiers 
or men who worked on the railways, had 
a servant or two. The presence of a large 
retinue of servants made h easy to he formal 
while the need to uphold the dignity of the 
Rqi made udo suable | MacMillan 1986:1461- 

Kauman (I978:384) writes that the ability 
ui employ servants is still a mark ot social 
status and class position to some, although 
this attitude is less prevalent than in the past 
...rather than seeking an intelligent 
resoureefui independent worker, they may 
warn u servant to whom they can ted superior 
and dominating. Kollin's work addresses 
(his aspect ul domestic service quite 
extensively. She concentrates on questions 
relating to the creation and maintenance of 
hierarchy and distance as well as the 
importance ol aamructioaoidiUcrencelSee 
also Radclifle 1990) and its role in the 
formation ot the employer's identity. 

HtMAxem. DtsrAMT and DtfHauxi 

The creation and maintenance of hierar c hy 
and distance in the master-servant 
relationship is attempted at various levels - 
verbally, spatially and in the exaggerated 
formulation ot difference from which 
identities are constiucted (Cock 1980; 
DavtdofT 1974; Hansen 1989: Rollins 1985). 
Hansen explains that a critical component 
of the relationship was the construction of 
the servant as dtflcrcm. to the extern that 
“Servants and employers became each 
other's other" (1989:302) and for this 
purpose inequality was accentuated in 
clothing, speech and demeanour! 1989:71),“ 
Difference was interpreted as ml county by 
employers who lunaud their identity m 
opposition to their servant's. This is cited 
as one of the main reasons lor the extra¬ 
ordinary tensions and conflicts inherent in 
Uwii uc rect um IRuHtns 1985). In Pent cthme 
ihncranues are exaggerated Employers are 
Hh ipa mcta e d iuaiqurew B u i u pe anltlootyict 


while employees are mostly Quachaa- 
apaakers belonging to htdigMow peasant 
culture. Employers vfow them at a 
homooeneous «<i in fe rior mauo t hounh 

-r-nsramu*rirosar ^v*w rwfm sws ■ysrour svwfurapi 

there isagrcai diversity of proviaciaicuituria 
(Radciiffc 1990:3*4-85). 

Visually, difference is created by giving 
servant* uniforms which is also s means of 
depersonalising the individual (Cock I960: 
Hansen 1989). or by expecting the servant 
to dress down ' in keeping with a low-status 
profile (Rollins 1985). The non-usc of shoes 
when inside set the servant apart front hath 
employer and fclkiw African. Secondly, the 
language used to comrmiMcaie with servants 
was altered (Hansen 1989). Tcttis-Nayak 
(1983:70) refers to a 'status reflective 
vocabulary' where the “discourseutilises, at 
a micro-level, the same gramma r of hier¬ 
archical (elatedness found in caatc society". 
This suppurts Hansen’s p ron oun c em ent of 
‘Kitchen Kaffir* being a hybrid latguage of 
wbonh nation consisting tnamly of command 
and obey expressions. GiU (1989.129) also 
comments on employers creating social 

distance by theirepoutmoofcertaiaiiapMlic 
practices. Reference uxbc household worker 
as chku'. *Htgn*. or ’muchscha' » »gw«8— 
of the women's age. iiiggrrtt that she is 
childlike and irrevuosibtc. Servants' nomas 
may also he cha n ged a n d garbled into object 
names suet »'^ixpaKe.Wucieis.Pumpkak 
Bicycle or Cabbage" IHanxn. 1989:71). 
Cockt 1980) reports admioa change in toae 
of voice when empfoyen address servants 
with the pilch rather flat and tfarario and 
the wunJs en un ci at ed slowly and distinctly 
as it one were s peak in g to a child (aek abo 
Hansen 1989.66). Servants may net take 
pan in ihc urdinary flow of convareHMa. 
They may he interrupted but may not 
tmcmtpi unless the i nserTuprion moespise 
about the work. In India taoguay* are ante 
io lium a hierarchy of i nmmamcstlho 
modes Employers are known id addnaca 
savants in the regional language io the 
presence of their guests even if the atrv a n t 
knows the national language or English. 
The regional language becomes the 
'command' language, while English may 
be used ui create class homers. It is nor 
unusual toscc an uthaa middle eft is person 
conducting a three-way coo venation *fch 
two languages appointing himself 
mirhHisnaa' retaining command ovarthi 
servant and making himself a 'servant' to 
his guests. These bucractkma l pa ts e n m. in 
addition to the servant's own de m ea n our 
of not speaking unless spoken to. of being 
present without being seen, effectively 
reduce the indivKhiaJ to an object Ot is 
interesting (tut ta parts of north India, tbs 
cook hailing from a brahmin caste Is 
addressed as mahany' by the e mp l o ye r 
but the grandefoquent mode of a dd inw in 
no way enhances the cook’s suras white 
it makes dear to everyone that fe food 
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Is cooked by a'brahmiu and theretoit 
acceptable to one and all.) 

A thhd dimensi o n of status d iffe re ntiati on 
is the apodal one as seen in die British tele¬ 
vision programme. 'Upstairs-Dow asaon.' 
where master and servant have their separate 
walwt which are spatially and hierarchically 
juxtaposed. According to Rollins (1985:171. 
171). spatial deference takes two main forms 
in domestic service; the unequal rights of 
die domestic and the employer around the 
other's body** and the controlling ol the 
domestic's use of house space... Controlled 
use of bouse space converges with 
in terper so nal spatial deference in eating 
a r ran g em en ts . recreating and reinforcing both 
the domestic's place in the kitchen, and the 
intrafamiUal hierarchy of worth. Cock’s 
(1980) interviewees complained of having 
to pat outside the house, in the kitchen or 
iiesr the lavatories, calling it the moat de¬ 
humanising experience of all: Teiiis-Nayak 
(1983:69) observes that servants cal their 
meats sitting on the floor, often oul of sight, 
after the family meal: Rollins 1 1983) reports 
that white it is not unusual for an all-day 
or tivo-in worker sometimes to have lunch 
with her female employer in the kitchen, it 
is practically unknown for the domestic to 
cm in the dhung room and when the husband 
is present, file message is clear, the 
domestic's place is at the bottom lRollias 
1983:172} in the family hierarchy as well 
as the social hierarchy. 

Spatial hierarchy is expressed in the lack 
of private space - servants have no mom of 
their own. they often sleep on the kitchen 
floor, la wealthier household* where they 
do have a 'room', it is barely furnished, if 
at afl. and may be used as a storeroom for 
mops and brooms, spare fuel for the stoves 
or c l e a n i ng rags. The household worker's 
confin emen t to this room and the kitchen, 
when she is not working in some other port 
of the house, underlines her inferior position. 
Hierarchy is teen also in the 'nuthouse' or 
lav a tory the servant uses, and the back door 
or side gate through which she enters or 
leaves [Burner and Chaney 1985; Cock 
1980; TdHs-Nayak 1983}. Gill (1989:128) 
writes '...employers use a variety of 
mechanisms to define the distinctiveness 
and otherness of the household worker... 
ia pan demonstrated by the maintenance 
of "servant’s quarters'" Hansen (1989:65) 
extends the symbolic expression of 
hierarchy into the layout of the grounds 
where the servants' quarters were built 
along sanitary lanes from which night soil 
and garbage are collected. The colonial 
wagalow. often designed wth servants id 
mind, had long corridor* separating the 
more 'public' from tee “private’ areas of 
the house. The servants' domain-the 
kitchen, pantry and hack varandah - were 
connected to dm rest «f (he bowse by along 
loomed corridor often shut off by double 
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dears. The ’ s ep aratio n OF sph ere s was 

Summary 

An overview tends one to empharise tee 
construction of difference as pivotal to the 
master-servant dynamic. In this creation of 
difference, race and ethnicity have played, 
and continue to play, a central role. Where 
superior and subordinate relations are 
influenced by inter-racial, mtcr-ctimic and 
multi-cultural factors, the interaction acquires 
several additional leveh of complexity hosed 
on cultural, as well as un class and gender 
domination. Yer as Rollins (1983) remarks, 
there ore few studies of contemporary 
societies which explore these complexities. 
A more complete understanding appears to 
rely on such studies being curried out. 

The persistence of domestic service is not 
to he undcniood us an “anachronistic survival 
of feudal or pre-modern features into the late 
20th century’' l Han sen 1989:2941. To make 
such an analogy is misleading since 
personalism, asymmetry and dependence 
which characterise the idationshipof master 
(or mistress) and servant, arc not restricted 
toapanieularmixlc of production hut develop 
undera variety of socio-cctinomic conditions. 
Pre-industrial and feudal analogies also rend 
to obscure the new guises in which domestic 
service is appearing and of the processes that 
arc bringing them about. These analogies do 
not explain why domestic service appears 
to be growing as an occupation in the 
advanced capitalist systems as well. 

The argument that domestic service is 
closely tied in with social inequality needs 
to be systematically explored. However, it 
is difficult to measure social inequality in 
terms of widening income differentials 
atone since income differentials themselves 
may be an indicator of inequalities 
reinforced by .social and cultural ideological 
systems. 

Some say domestic service has already 
changed by becoming a more short-term, 
rather than a life-term occupation and by 
becoming more ‘contractual’ and less 
patriarchal and secure [Taussig and Rubbo 
1983:6-9). However, servants appear to fill 
several needs, only a few of which arc 
purely 'economic'. An example of such a 
rote is that of the status-giver providing a 
background against which the employ e r’s 
household position and identity are 
established. For the growing middle- 
cUssex, servants are seen to pro vide a means 
by which they me able to establish their 
dan position as well as articulate with* 
MhCr section* of society. In this co nn ection 
r may he noted that the rapidly growing 
tendency in developing countries for 
educated, mt^tfle-dass women to have 
careers of their own, increases tee drmanrt 
for servants. And thu in spite of increasing 
resort w gadgets, and growing nuclearisation 



it- te uaBfcciy, teat tea dmaanf for rente* 
oc fo r s ervant-Wte role* will disappear trite 
economic growth hi societies which have 
incorporated tee servant tare te s te culforai 
structure. A question which arises in this 
context is whether other occupations will 
take on the qualities of the maater-aarvant 
relation involving a high degree of 
personalisation and de-skilling which some 
argue has already taken place with 
increasing computerisation leading to 
fragmentation and mechanisation of tasks. 
Rollins (1985:203) draws attention to the 
ideological function of domestic service 
which she attributes to its remaining 'a 
profoundly conservative element' based in 
rituals of deference and maternalism that 
arc as central to this occupation as are low 
pay and low status. This ideological 
function cannot be overestimated in its 
importance to the perpetuation of the 
occupation and therefore the perpetuation 
of a social system of class, gender and 
ethnic stratification. 

A review of the literature reveals a focus 
on the one-sidedness of the relationship-the 
domestic worker as an oppressed menial, 
fully exploited by the employer. This view 
leads to either a focus on the material aspects 
of the relation or goes into questions of 
power and dominance. There is need for an 
exploration of complexities of the master- 
servant relationship at die interactional level 
with a sensitivity to the rote of culture. 
Radcliffc presents the cultural conflict thesis: 
Her study 11990:390) discusses the rote of 
culture in creating harriers to the full 
integration of the servant m the employer's 
culture which is the accepted urban culture. 
Servants’ unions have fanned to fight the 
culture war. Tamphleis titled ‘In Search of 
Culture' encourages domestics to protect 
and develop their peasant customs in the 
city. Many domestics arc influenced by a 
popular culture developing in Pm which 
provides c cultural altnnative to ‘official 
nationalism"’11990:390). This teadsio the 
qdesrion: If employers use servants as status 
symbols and mthe construction of their own 
identities, does the culture of the servant 
develop in opposition to the employer's 
culture 'What banters does this create to the 
servant's mobility? How does it explain 
Teiiis-Nayak's (1983) observation that 
servants may experience adjustment 
pr o ble ms in going back to their Hto-nytes 
in villages because they have a bsorbed the 
world- views, and emulate the life-styles of 
their employers? The other question is: 
how eflective arc domestic workers iuustttg 
their cuhureio resist theemptoyer’s eukure ? 
Are servants able to reverse the symbolism, 
arc they aMc to create therrcuHure? These 
question* call for detailed- stu dies of 
employer-servant interactions at the 
htNrMhc'ai level. 
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wwamgnsdm not toespccs m awmh hunt 
fee todnam who washed farfeeatmdmyanm 


dump (19*6 I44> 
21 hi Lane Aamskn. 


uul IBumtcr and Ch an cy 
Castro 19*9. Odl t9*9. 

1977; Ne« 1966: Stni* 1973: Tr 
Rubbo 19*3; Yom« 19*71 
to he imfantom as unid 
the woriito* dam wntarnt and for 
and^or-dMiWNB 

feetr own aMfoy to 
(Ham 19*1:144). Ti 
ofCblQHbMiHKvitfl 


|RM|klO)BVeBBlltfy 
ttoetemfe. 
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aek which have p ee eM ail the 
of w m w imoformal sector 


employment A combination of these (team 
hev c fo ro rtfcmnteAywara In dia n imm igrant* 
from the countryside to seek way em plo y wen t 
ia (fee botnet of CrioHo women in die city 


11999:119) 


2.1 TnMi| aad Rubbo (1985:6) have a more 
paaamtaic i n t er p retat ion: “la keeping with 
the transformation of aH economic relation* 


imo capitalist contractual one*, xervanthuod 
become* lets familial am) more commercial, 
creaun|t a new pattern of trccdura and 
submsMon" 

24 RoUim's observation may imh fuHy apply h> 
servants in colonial India for proximity to 
British masters provided aif oppununny for 
servant* to secure- employ mem in the lowest 
levels of the government or in the organised 
sector. Salaried employment was status- 
conferring, as obo working for the European. 
This latter point wax panicidurly applicable 
to the sections of Indian society which 
provided servants. Unfortunately, systematic 
smtfees of mobility among domestic servants 
are lacking for the colonial period as well as 
com cm porarv India 

25 Also see Gm‘(l9K9:l30) “No criteria for 
evaluation' and Auhen (1955:150). Mehta 
(1960:282). 

26 Radriiffe (1990) also refers to the partial 
assimilation of rural migrants in Peru into the 
Nfbna 'national' culture. 

27 “The question of the importance of domestics' 
appearance first occurred to me when I was 
working as a domestic. Not only did I feel 
no encouragement for grooming and working 
at attractiveness, hut unlike any other type 
offOb I've held. I felt the worse I looked I short 
of unhygienic), the more my employers liked 
it... The female employer preferred the 
presence ofanother woman whose appearance 
as well as other annhuies. wus inferior la her 

. own" (RoMns 1985:200) 

28 MacMillan writes that dinners and dances 
assumed grand proportion* in India largely 
because of the presence of servants. At the 
g l id es ! dinners. *ervaoi* waited hehindevery 
chair die hostess harrowed extra ones for her 
guests, as she borrowed cutlery and cooks 
(1996:164) 

29 “The hunbfo domestic servant, dropping aeiip 
at the end of a ten hour work-day. whispering 
'master' and madam' when summoned, 
perpetually msotvcol. occastonally drunk, 
meets ah these needs. She is the dependent 
whose homage is halm and honey, the 
ia rtra m riU which frees her employer fur the 
good life and the justification for apartheid" 
[Wissai and Weil 1971. quoted in Chaplin 
1979:116]. 

10 At the upp er en d of the social scale, the wives 
of Viceroys and Governors had armies of 
servants. When Lady Lytton arrived at 
government house in Calcutta m the late 
1*70*. she discovered that she had a staff of 
some300Indian servams.mcfcidmg KJOcooiu 

51 Radcftffcf 1990:384) elaborates on this theme 
of d jf fcreathnhm. fat Peru die gap between 
'western’ and 'pertem' cohere is percei ved 
tobefaege. EmpfoyMi;arefaceri widiacshuni 
milieu winch is aflunr unfamiliar and to which 
they are expected |n adjust. During die conrae 
of entploymeni ethnic differentiation may he 
tetfoccd as die employee adapts*. However. 


»v n:tj0y mem. 

32 MaehUBan (1986:89) 

which jDastraiei RoMIm’i point: "A metsasUh 
described to 1R Ackerty what had happaaad 
when a servant tried to were her that m was 
about to step no a particular poisonous snake. 
She had beun mo sick to pay attention to what 
he was saying: Then the servant tSd a thing 
absolutely wttbout precedent kt India-he 
touched me - he pm his hand on ray shoukfcr 
and pu&nl me hack*. Although she recognlacd 
that he had saved her life, she laid Ackeriy, 
*1 didn't like it all the same, and got rid of 
him soon alter' " 
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End of Demographic Thmsition 
by 2003 AD? 


FNMaHBhat 


I read with laferret tha recent exchange 
between K C Seel and P P Telwer [1] and 
V Oowadker (2) on the possibility of India 
achieving the replacement-level fertility by 
the year2003. Ai the authorofaitcent paper 
on a similar theme in tMi journal (3] I feel 
obliged to make a brief comment. Like 
Govmriker. i am not one among those expert* 
in India or abroad who assert that the 
expenditure incurred on family planning 
over the last four decades had gone to waste. 
But I do consider Gowariker's prediction 
that birth rate in India would reach 21 per 
thousand around 2003 as loo optimistic. 
Given the eminence of the person making 
this forecast, it has the potential to create 
considerable confusion all around. Hence 
we must examine the evidence before us as 
caroftilly and as dispassionately as we could. 

Gowarikor states that his prediction is 
based on the assumption that roughly the 
same order of decline in the CBR that was 
observed between 1981 and 1991 would 
also pertain to the period 1991-2003. This 
raises two questions: (i) did the extent of the 
decline he assumes really occur during the 
1980s?; and <ii) how justified is he in 
assuming the same order ol decline to the 
1990a and beyond. On the tint issue, it is 
intriguing to note that Gowariker assumes 
a birth rate of 37.2 per thousand for 1981 
when in fact the estimate from the Sample 
Registration System (SRS) was 33.9. He 
however assumes that birth rate was 29.5 in 
1991, which is identical to the SRS estimate 
Thus if the SRS had registered a decline of 
13 per cent in the CBR between 1981 and 
1991, Gowariker assumes that the decline 
was 21 per cent during the same period. 

My analysis of the results of the 19X1 and 
1991 Censuses did reveal that the SRS was 
underestimating the birth nxc at the beginning 
of the I98G. and this bias had disappeared 
by the and of the decade. Bui the estimated 
under-registrabon of births in the SRS was 
only about 3-4 per cent around 1981.which 
would give a birth rate of around 35 per 
thousand. Gowariker gives no explanation 
as to why he thinks the birth rate was 37.2 
in 1981. on the validity of which his 
prediction so critically hinges. 

On the second issue, it should be noted 
UtttnsaMfon.bydefoitiOft, signifies a break 
from the past, and thus during it* coune thc 
past may seldom foretell the foture. However, 
under certain unique conditions, it may m> 
happen dus macro trends for the past may 
remain valid for a limited period in the 


future, even though each of the actors within 
the population may be behaving quite 
differently than what they (or their 
predecessors)did earlier. Such a possibility 
cannot be ruled out as far as the birth rate 
trends are concerned at the all-India level. 
During the 1980s. ,> was the stales insouthem 
India that experienced rapid fertility declines. 
But many areas in the south are expected 


to enter tha port-uansMonai phase in the 
1990a, hence birth rate declines mere aw 
bound to slow down. Thus future dacMnm 
in fertility would have to be mainly driven 
by the l ar ge no rth ern I n d ian sta le s where the 
reduction* hove not been that visible so far. 
It is expected that fait in fertility in the north 
would gain momentum in the 1990s but by 
how much, nobody can he very certain. 
According to the SRS. die four northern 
Indian states experienced an avenge fed of 
2 per cent in the birth rate in the ficrt half 
of the decade 1981-91, and 8 per cent during 
the second hair of the decade (see the table). 
Though this suggests a significant 


Ta*le: Trends in Crum Birth Rati m Pour Large Nokthom Inula* States ouung I9t0f 
ie Crude Birth Rale Pcroenme FsB 



1980-81 

ms4n 

i 

1990-92 

1980-81 10 
1915-87 

1985-87 to 
1990*2 

Bihar 

Ml 

36.9 

31.9 

3 1 

13,6 

Madhya Pradesh 

37.7 

37 7 

35 7 

00 

53 

Rajasthan 

37.9 

37.1 

144 

2.1 

7.3 

Uuar Pradesh 

39.2 

377 

1.3.8 

38 

SO 

Average 

38.2 

374 

144 

2 1 

7.8 

Sourer: Sample Rcgisirattun Bulletins 
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acooimtien ta too M in fertility, toe trend 
it probably cu||cnud owiag to 
u adcre xti motion of.die birth raw at the 
begi rafri gQf HMPaiit R ^art h aaandattoc 
and of 1900a ia Bihar. Became of mutually 
ofltotttag effects of toeexpectedacccientioii 
of fertility decttne in the North and ia 
(fccderatioe in tteSoWh, anything exceeding 
a U per cent fall per anmwn in the average 
Indian birth rate during the 1990s ought to 
be regarded at overly optimistic. Even if we 
ataume a rate of decline of this order, the 
birth rate would be around 24 per 1,000 in 
2003 instead of 21 per 1,000 predicted by 
Gowariker. He may wish to take solace in 
the fact that the implied difference it not 
much larger than the lOpercent error allowed 
by Mm: but it it only this error of 10-15 per 
cent that separates his prediction ot 
replacement-level birth rate in 2003 from 
the more conservative forecast of reaching 
the tame level about a decade after. If 
Gowariker is conceding an error of this 
mag nit u d e , his position cannot be regarded 
as radically different from those of his 



The debate as to whether India'spopulal ion 
would cross the one-billion mark by this 
century or not is only of academic interest 
as everyone seems to agree that it is buund 
to iMppcn sooner or lawr. The exact date of 
a chiev emen t would not only depend on the 
trend in birth rate but also on the trend in 
death rate-especially that of AIDS-retired 
mortality - and on the extent of undcr- 
enumeration in the 1991 Census count. 

It is also not necessary to take seriously 
the debase on whether India's population 
would exceed that of China's. For, the fall 
m fertility docs not stop suddenly after 
reaching the replaccment-levd (i e. two 
children per woman). It usually falls and 
remains at levels below replacement for 
considerable lengths of time leading to a 
phase of n ega tiv e growth rate of population. 

It was thought that this was mainly due to 
a ‘period* effect (i e, women of all ages 
postponing childbearing to a later time) and 
cohort fertility would generally remain very 
dose to the replacement level (because of 
S period of'msking-up' when period fertility 
rales rise). However, the western experience 
has proved'this otherwise. The completed 
total fertility rales for women burn in I95S 
- the most recent year for which the figures 
ceidd be computed-were significantly bdow 
rep la c emen t level m a number of west 
Europeancouatnes, most prominently hi the 
tamer Federal R ep u bli c of Germany where 
it oraa only 1 A birth* per woman |41. Hence 
it is guhe conceivable for IntSa's population 
to exceed that of China's for a short period 
of time and then faM below it. even to a fevd ; ' 
under one faiflion if fertility levels slay below * 
replacement for long periods of time! Any , 
aartrwee of the tdtimate size of India’s 


population (or doe of Ctirn't) made it'QM '" 1 ,. a 

juncture has a wide margin of error • ■^'tiehfoJhdaVlf oglaafeo sIfl 

^ V<# 29s No UtlMfi 
m.Mart BhatPN (199*)'. ’Levels and 7***!. 

- - ■ .,»j, iwUm Sfut Hi t- a ItrtmniiwsT 

(I] Seal KCmdPPTatwart1994):'TbeBiHloa Eemukti taut PfMOi WMkty. Vol ». 
Plot ftipilnio i; Anoth er Diwsiiot , i &*■ Nos 31-92. Oecmabar 2S. 

•mc W Polrttc*! Wrftty, Vol 29. No 36. [4] Unik^NstioM (l992):^UMm/^f r «rnfor 

3. M Ijfw-Ftrtihty Stttmgt, Nsw York. 
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What Does It Mean to be Modern,? 

The poM-cotooioi pred i cament it list we hove been mediating modernity 
but that mediation has ntways carried within itself die sense of another 
historicity, which introduce* almost stealthily the non-self-identity of the 
Indian modern. What happens to some of the central concepts of our 
cultural and political self-understanding - such as sovereignty, citizenship, 
rights, democracy, secularism, the nation - when the conditions that 
rendered them intelligible no longer obtain? Would h be possible to map 
the semantic shifts wrought in them by the emergent configuration of 
institutions and practice*? Do they retain their intelligibility today and 
can they still mobilise our politico-ethical horizon? If not. what new 
concepts are replacing them and what are their semantic field? 317 

Educated but Unemployed 

Educated unemployment in Kerala has assumed alarming proportions m 
recent times. Among the causes are the opening of too many arts and 
science colleges and private ITIs and a preference for salaried (especially 
government) employment over self-employment Results of a sample 
survey show variations in average waiting time till the first regular job 
by type and level of education and castc/community._325 


Jr 


Threatened Hegemony? 

The gowari stampede in last 
November and die harassment of 
dalits over the ‘gairan* issue in parts 
of Maharashtra are an indication of 
the growing ensis of mantha 
hegemony in the state. M3 

How far is the numerical 
preponderance of the manrhaa 
decisive to their political dominance? 
Why is it that it is the marathas of the 
Deccan who have a virtual monopoly 
of political power to the exclusion of 
the kunbis of Vidaibhi? What is the 
class status of those who control 
political power? _ 334 

Money Market 

The monetary authorities anxieties 
about inflation have led to a liquidity 


Marine Wealth at Rbk 

Hie government's new policy 
of joint ventures ui fisheries 
allows a handful of bureaucm 
and politicians to trade the 
inwgencraiional heritage of 
our marine resources to parties 
who arc oaty interested in 
short-run profits. _31 

More Open Doors 

The two new agreements signed 
between India and the US rcccfld). 
one a defence pact and the other a 
co mm e rc ial alliance, are an 
open acinowtedtctncniof the 
linkages between c o m me rci al 
and strategic interests._ 31 



strain in the money market with 
^mpticatiuns for the revival of 

industrial investment and growth. 293 

Gender and Itunil Identity 

After its formation as a separate 
party m 1949 the DMK in Tamil 
hfadu used die cinema effectively to 
project its identity, puJiricai claims 
and eMuratioa of‘Until culture. 
Gender and cultural Id enti t y hi a 
landmark TuwH Bhn. 3» 

After Marx, McCarthy 

How does a marxita poctfWriaer in 
India and Asia bacon* ‘omppsd* 
g pgg m the StalMst systems in 
central and eaassm Bumps hme 
totiapaod? ' M 


Micro View 

it n necessary to qualify the 
assessment of the lawahar Kaxgar 
Ypjana hated on aggregative data 
from the c o acutwa* evateano n s 
with evidence from ii Apk 
fidkJ tfudksi* SCI 

Healt h Raacwpdi 
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LETTERS TO EDITOR 


Codifying Ifiodu Law 

MADHU KISHWAR'i article ‘Codified 
Hindu Law-Myth and Reality' (August 
13. 1994) gives valuable insights into the 
multiple frictions afflicting India of owe 
times. In fact, the whole exercise of 
codification of the Hindu law has been a 
subversion and a violation of the time- 
honoured principles of governance evolved 


,1”ViV ’ 1 kj 


What Kautilya postulates in theory is 
brought into actual practice by Astioka 
through his 'Dhamma'. a statement of his 
state policy, which is clearly distinct from 
his personal faith. His Dhamma, evolved 
painstakingly over several years of his rule, 
and propagated nationwide through his 
edicts, consisted of the following salient 
features: (l)There is no attempt by the ruler 
to impose his personal faith on his subjects. 
(2) Likewise, the king repeatedly exhorts 
Ins subjects to respect holy men and faiths 
of other communities. But also, (3) the king 
bans such popular practices as animal 
sacrifice and certain congregations specific 
to certain communities, on grounds of their 
being harmful to the state’s objective of 
maintaining communal harmony. In his 
Jsugada edict he even issues ■ veiled threat 
to those communities who fail to toe the 
royal line. In this wav, while allowing and 
promoting internal autonomy for all 
communities alike, Ashoka firmly places 
the stale above all the various churches. 

More than 15 centuries later, emperor 
Akbar arrives at the same princi pies through 
his personal experience in governance. To 
recount very briefly the relevant incidents 
of his reign: He gave equal status to his 
Hindu subjects by abolishing pilgrimage 
taxes and ‘jizya*, and by throwing open 
stale services to Hindus and the 'ibadal 
khana’ to all communities. He read the 
Khutba which empowered him to overrule 
the Muslim law and to select a suitable 
interpretation of it This was not only a 
separation of the slate and the church, but 
abo the proclamation of thesovcitign power 
of the latter over the former. While on the 
band Akbar married many Hindu women 


illustrate with three examples, namely. 
Kautilya. Asboka and Akbar, whose 
successful attempts to evolve principles of 
governance are as much a tribute to their 
sttuesmanship as to the rich diversity of the 
people whom they sought to rule. 

Kautilya’s Arthaihastra recognises four 
sources oflaw, namely, ‘dharma’ (scriptures), 
‘vyavaham’ (mutual agreement), ‘chari tra' 
(local custom) and ‘rajashasana’ (state 
decree) in ascending order of importance. 
He stipulates that in case ofa dispute arisi ng, 
each succeeding one shall prevail upon the 
earlier one. Thus the legal sanctity enjoyed 
by die scriptures is the lowest ami that by 
the stale the highest. Customary law prevails 
upoo the scriptures but can be overruled by 
a stale decree. The temporal power of die 
state is thus enabled to veto all other 


and practised many Hindu customs, hi* 
attempts to end stid) practices ss sad and 
child marriage foiled as they were seen by 
the Hindus as in terf cra n ce in their internal 
matters. And finally, towards the end of his 
reign Akbar succeeded in evolving Din-e- 
ilahi, the national religion based on 
consensus, but characteristically made no 
attempts to impose it on anyone. 

The colonial interlude destroyed this 




indigenously evolves principles of 
secularism, designed to foster communal 
harmony by protecting the autonomy of the 
communities, with the state retaining the 
sovereign, residual power of intervention 
an supersession, without identifying with 
any particular community. The fact that 
after nearly 50 years of independence India 
is still struggling to reinvent this simple 
principle, is one reflection of (he deep injury 
caused by the British rule. 

Skubha Khanockar 

Kalyan 

Journal to be Revived 

MANKIND (1956-67: founder-editor Ram 
Maaohar Lohia, executive-editor Vinayak 
Purohit) is being revived. Well researched 
and sourced contributions up to5,000words 
(exceptionally even longer) arc invited from 
those who accept that the solution to the 
Indian crisis lies along the triple and 
confluent paths of nationalism, democratic 
socialism and revolutionism, whatever be 
the new name by which the historic 
revolutionary urge of the neo-colonised. 
limited-war torn, compradoristically 
exploited andglobally brainwashed masses, 
especially or the third world, may be 
designated in more recent timet. (Serious 
contributions challenging this triple 
perspective may also be entertained.) 
Mankind will debate all Indian political 
issues centring on the, demands for a new 
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thgRtidtaps 

Edrapeaty 


Trotskyism, Titoism, Maoism, LS Bngww , 
Castroism and similar ideo l ogical currents. 

Mankind, a non-profit enterpris e . wilt 
eodeavourtopay iucoturibworsaaagtouitt 
pcrarticlethatwiUbcdeterminedevaKuaUy 
by the response that its Mastership evokes. 
MankindvAM try topebiite kxmtlO«»*3&«5 
per year of circa 100 pages dead-octave 
size, provided sufficient con tribu tion s are 
received that merit pubHakkuLi^tHlI be 
priced, subject to experience, at R* 25 per 
issue (subscription for 10 issues Rs 200). 
Mankind wilt for the present accept 
contributions in English. Hindi, Marathi 
and Gujarati and eventually tat all Indian 
languages. 

Address for communications: Vinayak 
Purohit. 3. second floor. 372-A Veer 
Savarkar Marg. Ravi Dhuru Wad. Dsdar. 
Bombay-40D 028. 

Vmayax Punowr 

Bombay 

Forest Bill Seminar 

THIS refers to the appealregardingaianinar 
on the Forest Bill lobe held on February 23 
and 26 in Nashik by Van-Vidbeysk 
Samiksha Saroiti (December31,1994).We 
hereby declare that we dissociate ourselves 
from this forum die to serious dtffaeaces 
with the other members of the Samiti 
regarding its functioning. 

Miund MimucKAS. Ashwm Kuuujm 
Nashik 
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States as Sinners 

v "’HE loss at objectivity engendered by the structural 
™ adjustment and stabilisation policies is evidently all- 
jervasive, affecting also institutians which are expected to be 
independent and objective. A case in point is the Reserve 

R ndia’sassessment ofthestate governments’ finances 
literal attitude to centre-state financial relations. One 
dot, a tendency to be generous with criticism of the 
cm n i en t s and, second, total preoccupation with the 
leal nostrums of structural adjustment and 
km, altogether ignoring basic developmental issues, 
tlar the role of public expenditure in development. 
The Reserve Bank’s study of the finances of state 
governments for 1994-95, just published, is aghast at “the 
increasing revenue deficit" of the states and at the fact that the 
financing of these deficits M is often done by relatively high 
cost borrowed funds”. The stales* revenue deficit would 
account far 6.4 per centof their total revenue expenditure in 
1994-95, against 5.5 per cent in 1993-94 and an average of 6.5 
per cent for the period 1987-93. As a result, there has been a 
surge in the gross fiscal deficit (GFD) of the states to 
Rs 29,321 croro or 20.1 per cent of total expenditure in 
1994-95 compared to Rs 23.312 crate or 18.4 per cent in 
1993-94. The large revenue deficiu have been absorbing a 
major portion of the stales’ borrowings: 27.1 per cent in 
1994-95 against 26 per cent in 1993-94. And with rising 
borrowings, debt servicing as a proportion of aggregate 
disbursements has been as much as 17 per cent in the past 
three years. 

All this is true, of course. But should not the Reserve Bank 
have gone behind the numbers and ratios and asked wive thcr, 
considering the rapid changes that have occurred in the 
composition of the stale governments' expenditures, the 
deficits on revenue account could have been avoided and 
even whether in the given chcumstanccs a revenue deficit of 
•bout 6JJperoe« of revenue expenditure was at all high? The 
centre’s revenue deficit as a proportion of iu revenue 
expenditure had crossed 20 per cent in 1992-93 and has shot 
up to 27.5 per cent in the budget for 1994-95. Likewise, its 
total debt aervidng has touched Rs i .09.632crore in 1994-95, 
with interest payments eating up 53.4 per cent of all revenue 
receipts and repayment of debt accounting for 43.6 per cent 
of total capital receipt*. It is certainly pertinent to ask if debt,. 
Iservktng at 17 percent of aggregate disbursements is indeed 
unsustainable and in any case what the yardstick of 
unsustakafaBity is. 

It must bn admitted, of course, that all is not well with the 
finance* of gone g o ver n ments . The state gov ernments cm 
legitimately be taken to task on two grounds - first, their 

* , - 

* s v* P - - VW I9«* 


inability to mobilise resources through non-tax sources such 
as upward revision of electricity tariffs and read trans p ort 
frees; and, second, there abysmal failure to contain wastage 
and corruption in the use of resources so as to arrest the 
growth at noo-devdopmetuai expenditure. The rise in non- 
development expenditure from 26.9 per cent of total 
expenditure in 1992-93 to 30.5 per cent in 1994-95 or in non- 
development expenditure excluding approp ri ation to reserves 
and interest payments from 15.3 percent to 17.4 per cent has 
cerlai nly esten into resources available for d e v el opm en t. The 
share of development expenditure in loud expenditure has 
dwindled from over 70 per cent in the 1980s to 65.1 percent 
in the states’ budgets far 1994-95. Of course, this explosive 
rise has come about to a great extent because the ceatre has 
granted latge increases in remuneration to its own e m ployee s 
and the state governments have been compelled to follow 
suit. Likewise, there has been a sharp rise in the Mis 
govern menu’ cost of borrowing; (he raising of the coupon 
rate on stale government securities to 13.5 per cent in 
1993-94 was deckkxfiy questionable. 

The state governments' management of their finances baa 
otherwise been reasonable. During the whole of the 19Mb. 
the-states’ revenue receipts grew at the rate of about 15 per 
cent per annum, which speaks well of their m o bilisa ti on of 
additional resources. But ween 1990-91 and 1994-95 (BE), 
the states' own total receipts have expanded at atuunoalrate 
of 13.9 per cent per annum. The states' own tax aevcaaesu 
a percentage of gross domestic product (GDP) roue from 49 
per cent in I98&8I to 5.7 per cent in 1990411 and has been 
sustained 8(5.8 percent in 1994-95, whereas the centre’s tax 
revenue, which had risen from 9.7 per cent in 1980-11 in 10.9 
per cent in 1991-92, has fallen buck to9.5 per centra 1994-95. 
The central government has indeed suw cudcred enormous 
amounts of resources in favourof thp richer sections of society. 

What the RBI study makes clear is that in the deterioration 
of the state governments’ finances, a major role hat been that 
of the sharply reduced transfers from the central government 
The devolution to the states by way of their share in central 
taxes and grants shows a rise of only 7.1 percent in 1994-95 
compared to 13.6 per cent in 1993-94. This was due to a 
’revenue toss of Rs 477 crore as the rtaies’ dure of the 
' resources sacrificed by (he centre and a sharp skwriag down 
of the growth of grants from 19 per cent hi 1993-94 in 7 par 
cent in 1994-93. The reduced tempo of grants was enenriaHy 
bocause of a fall in the rate of growth of pfam grants to W per 
cent from 25.8 per cent in 1993-94. Loans and advances Bom 
the centre did record as increase of 21.6 percent ia 1994-95 
against 16.7 per cent in 1993-94; even so, net re sour ce 
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SwWOKHstmSt 

116 par o entur199 3-9* > B ta l d ev aa .a 
imA of the redaction inin contisanont for 
hmD savings, provident teds, etc, the 
growth ia the states’ dure of ikoH 
oofiodittM 1 mm alpo slowod* 

These facts are well known to die RBI; it 
it ike dmla (Meaning of the RBI studies 
■ that ia objectionable - high revenue deficit 
aconeeitatim hifh coel borrowing which in 
ton kadi to uasustaknabk levels of debt 
and debt ecfvipbtgmd reduced availability _ 
ofresources for kng-term investment. First, 
a doaar took would have revealed that the 
structural changes ia expenditure since the 
moond half of the 1980s at prepoaed ia the 
Seventh and Eighth Plans required the state 
governments to shift to emphasis in favour 
of rural development and social and 
economic infrastructure which hgve a 
relatively high revenue expenditure 
c o m pon ent . Capital expenditure in such 
areas as agriculture, energy generation and 
industry and minerals has suffered because 
the stal es have had to expand expenditure 
under revenue heads. Second, considering 
flm overall size of the stares’ development 
exp end i tu re -Rs 99.483 crote as budgeted 
for 1994-95. which is much larger than the 
figure for the central government at 
Rs 12JU9 crate - a gross fiscal deficit of 
Rs 29,321 ertae or about 3 per cent of ODP 
for th e H ie g ov ernmen ts as a whole cannot 
be conakkred as excessive when the figure 
for fee central government was over 7 per 
cant of GDP. Inlerestinfly. the gross fiscal 
deficitofthe s tal a g ov ernm e n t s had touched 
33 pur cent of GDP way back in 1984-83; 
it has remained subdued since then whereas 
the ceatre’s deficit galloped to 83 percent 
by 1990-91 as the union govern meat used 


hoc and regular treasury bills as also dated 
gnvenmwnt securities. The stales* market 
borrowings, an the other hand, have been 
pegged to a pre-determuted kvcl. in the 
final analysis, the sustainability or otherwise 
of debt cannot be dec i de d purely on the 
beak of size of debt and debt service ratios. 
The manner fat which resources are mobilised 
and dto purposes for which and, the manner 
hr stock expenditures are incurred have 
abotobs c on akkre d. In these respects, it 
can hardly lie said that the central 
l has been any less calpabk than 
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Unify Move* 

WIffirmBkcraotthe various Ak«K factions 
ultimnisdf become cue, the moderates 
among 4 km will lake some dmu to recover 
from dm sgtoefc they have suffe re d as u 
result of toktot unity effcrtt.Thc setback 


AkaftDaKB)of 

been foccad tosgrse ‘hi prlnripk* Miat 
decks unity. What compound* 
that the pressure came from tha Sikh ckrgy 
- the acting head print of the Altai Takht, 
MapptSingh. What k even more serious is 
that the unity is sought to be achieved ia the 
name of the ‘Sikh panth’, and entity which 
may exist only in the minds of the ckrgy and 
the interested political and intellectual 
‘leaders’ of the Sikhs but which has a great 
potential for political mischief. 

The seriousness of these developments 
does not stop even here. Akali DaKB), which 
at core remaiRs highly sceptical of the 
outcome of the unity effort! and even of the 
very idea of unity, has asserted that die 
entire matter would be placed before the 
‘Sikh saogat’ who would be the final arbiter. 
Although AD(B) has invoked the idea of 
Sikh sangat in order to underline Us own 
independence vis-a-vis the clergy, and 
although this move is not without a 
democratic potential, the privileging of the 
idea has grave political consequences which 
are essentially undemocra t ic in their nature. 
For, the idea of Sikh sangat (Sikh commu¬ 
nity) is one of the core ideas of the Sikh 
religio-politicai thought, a tradition of 
thought in which the distinction between 
the religious and the political has not yet 
taken place. In the idea of Sikh sangat the 
Sikh community is referred to as essentially 
a religious, as against a political, body. Thus 
while the privileging of the idea of Sikh 
sangat nukes the AD(B) more democratic 
than the other main Akali faction, namely, 
die Akali Dal (Amritsar), it distances the 
party from the modem notion of democracy 
in which the growing fissure between the 
religious and the poiiticai is taken for granted. 
By thus privileging this idea, the Akali 
DaKB), in other words, not only strengthens 
the grasp of the clergy on Sikh politics - for 
todergy holds the final authority to interpret 
Sikh thought - it also shows itself to be a 
democra t i c novice in the modem sense. 

The only way the AD(B) can wish this 
image of democratic naivtit, and the only 
way, in fact, it can pky a truly d em oc rat ic 
role as this critical moment in Akali and 
Panjab politics, is by firmly rejecting the 
unity moves, rather dun warming up to the 
attempts of die clergy, and taking up an 
H Mt^pwid^w ttriipg—ircngdw direction in 
which the Akali politic* should turn. 

ELECTIONS 

Wading Minorities ' 



NO one is one's senses ts going to he tooled 
by the CBi's sudden act of generosity in 
dropping die change of waging war against 
rim nation against dm Maroons —ye otiwr 
in the. Bombay bomb Mast cam. 


and reduaatt 

,.. “ 'rTAD 

cannot escape the saspiciou that f 
investigative agmoy k bring akakulat 
from above by politicians for aketor 
requirements. 

Oesplto fBpoMd diMlioM ibcMlsrisy 
ofTADA a gai n s t in n oce nt peop k dacludii 
membarsof minority groups hi oariak area 
by humas right* groups, to government 
to centra hadalwaytbeen anpfydkniMii 
to charges as fake and inspired by •« 
national’ ele me n ts. AM of a sadism on 
eve of to eketio n sin Maharashtra « 
Gujarat (to two stre s s wh i te toindefini 
detention of a large number af Muslin 
under TADA had stienatud to Muslii 
electorate from to Congress), prime amu* 
Naratimha Ran cam out with astakm 
acknowledging that TADA was heir 
misused by stale gover nm ents. At stow 
to same time, to apex court of to Coonu 
by a rating reinstated as voters sever 
thousand Muslims of Bombay, who h 
earlier been disenfranchised by : 
authorities oo to pkt that toy w« 
‘foreigners'. 

The same apex court, only some mood 
back, had d i s mi saed a special tore petto 
asking for a judicial directive to d 
government of Ma ha ra sh tra to protccu 
Bal Thackeray, editor of to Shiv Ses 
mouthpiece Smmum. for iaflammator 
writings that kd u attacks oo Muslims i 
to state billowing to d em oli ti on of d 
Babri matjid in December 1992. Why tM 
sudden dungs of attitadowwank the right 
of to Muslim minorities? 

But leaving adds to atoca of retag” 0 
crude methods to win votea. to aaqnsace c 
uioc rccawacve*opcncna BMiinKrciuw 
to credibility of institutions which 
supposed to protect to dftona. The CBH 
particular, having failed so app re h e nd 

really guilty of to Bombay Maou, had bea 
taking it out on any mentor of to Musi 
comreonlty fbnnd to huve svuu to shfhsi 
co n necti o n with thn Mamun family, k if 
craze to build up • case to sfdt to anti-. 
beflicoaity of to Indian ggre ement, it wa 
to toridicuious e xt ant ofMawkgPakittm' 
131 for hatching a c onspiracy wMt tac hd 
of to Maroons and other Mutton in to* 
The C81 is now being fondt| total krek 
pk. It has adtnowkdgad Its foflnre to ft 
suffkkm evidenos to hatblik a Msg stkn i 
to >kk k v a d vaassn t sadhttitbss sf o re to 
compel kd to withdraw the charge * 
co nspiracy to wogt war. Btd who 
to 193 eWMRtJwbo *• 
wh 
fort 

fotihofthain.bmbamwaribotE(Hg 

to ccsirerv’t 


ft8 I 



Mmmmp liifortuiiiifo -■ 

tidAmm# 

Zdfftimifrl# makMtim iMf iwig 
igbts -Yttihfoiid Mm Mwiwqf by foe 
idaMittMfehit foe betwat of foe 8Mv Sent 
nafia which litarally mm foe show in 
leadtiy~<foeah»anpe<febmcarryoutits 
c tpoaslbilIdea to the citizens by 
eeaMUenWnfpuaMmMttef foa Shiv Sow 
outfits which 
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MMlWMlft, ftpNMin 

Rao hi DeforhhtittdtiedMfoe jMfojft < 

*nd observers ne&md m mtWUoTIwart- 
Sfaigh axis emetRiqpiaAepoMeti horizon. 
In i bei«ed move, Rao tried lo salvage bit 
podtionbyappoiiitiaghupotiticalsecietaty 
Jileodn Prasada as UPCC chief. BdIhi 
only did Prasada fail to win over the UPCC. 
in • few ww k i he wm forced to voice (he 
demands at Tlwari. 


mutism lofonatm and persecute rotraben Ai against the Contuse brinkmanship. it 

ftk h why eaBB—Wes is Muiaysm Smgh Yadev who has played 

7 his cards shrewdly. Unrelenting it his 

TTARPRADESH reservation policy, Mtdayma Singh made 

clear his readmes* lo forgo Uttanfchand, a 
region in which his party has very hole 
stake. Like the previous BJP government, 
Mulayam Singh** go ve rnment mo passed a 
aR stmmd aeveo months ago when the resolution in the assembly approviag the 
indents of Uttarakhand, the hilly region of creation of a separate state of Utarekhand. 
Jttar Prad e sh , protested against the In fact Mulayam Singh must have relished 
Qvsr—sat's decision lo extend 27 percent the emergence of UKD as s regional force 
eearvatioa for the backwards to all cutting into the traditional base of foe RIP 
da cstie aa l institutions in the state, and the Congress. By staging a successful 
Jtnrahhand has only a 2 per cent OBC bandh in September, he drew the battie- 
opulatioa ChirfminisiBrMnlayamSingh's tines between the forwards and the 
iractiwmfos vico-chaiicellorsofGartiwi] backwards, the anti-teservationisu and the 
ad Kafooan anivertities to admit OBC pnweaervatianisu in the state, signalling 
tadmfot Bom the plain* to fill the quota that if die Congress pulled the carpet from 
gg nrv a ted foe insecurity of the sizeable underneath his feet, it would be the loaer. 
ducamd unemployed population of the And when eventually Congress decided so 
egkm. The Uttarakhand Kranti Dal (UKD), withdraw support to his government, 
i n s ri isadli tffo edmno m a r atio ns .d em a n ded Mulayam Singh took a hand in foe 
meadamat in foe reservation policy in mudsNngmg going on wtdun the higher 
ocordsnoswifo the demographic pattern of echelons of the Congress. By alleging 
Insrskhsad. Whm foe demand failed to Tiwari's collusion with the VHP dating the 
v o lte a smpemis fr o m foe state government. ‘SKlanyai’in l9«9aodArjunS«gh'iefforti 

BCD sssrisd an agitation for a separate to topple the Ran government, Mulayam 


frp p n rtnnlty for 

VlukyamSfosh 


Singh has sought to prqject an'anti-national’ 


N D Tlwari who was appointed UPCC 
mf in Aagmt last year seized the issue to 
riapultlfoaaalfm foe fowfmwi of national 
o iti cs . (tight Aom foe beginning Tiwan 
•Mr aadoresd dts demand for a separate 
fom of Uttarakhand. Admittedly, it is 
uwocauy mmame mr me party s centra 
sadnnfclp to concede foe demand of a 
sparam stale given dmt such demands may 
ro ttfo ra m acrom the country. But more 
npo rtw tiy , Thnti also did not desire to 
onflna himself to foe buck waters of state 
Lika hie po litical pradecessors, 
oviodVaBatfo Pant and HemvatiNandan 
tiwgmm.Hwmitoomtnuras the a mbition 
ndlias amk h antitmal nolitica as a 
mfor Bam dm Impat was la foe union. 
Itawfe bnmefoam dsmend, Mfor ganging 


brabmin-kshatriya nexus against the 
backwaidt-minority unity in the state. This 
tactic of Mulayam Singh is not only going to 
further marginalise the Cougren. but will 
also put the BJP on as toes. The BJP bat no 
quarrel with Mulayam Singh over 
Uttarakhand bet foe laner'sploy of projecting 
himself as i)k rote leader of the backwards 
in the state might erode dm Bl P* s bam in foe 
western UP. lUlyan Singh has already started 
to point out how the re e nti tment to foe 
police force hi the suae has favoured the 
yadavs. 

Hie crisis which Atjun Singh andThran 
have precipitated » foie Coagrem has 
provided Mulayam Singh with an 
opport un i t y to attend Ms hegmsany over 
UP politics. Even foe BSP whickmoM time 


it force of foe Uttarekhmd fofoafem. was was dmawnifoy Ma fo pmn Singk’a actiom 
tit Oanpem m apo rt to M u h ya m Singh’s bmhadwtalrafoibarkmatsftsriisreMraak 
foMttfokttle sifoinu a. Whan foe central iathehm mnaduf aaamnbly poKbmrifoa 
mdauAip nalBiti t l vm dm decision, threat » foa survival of foe 

aoufoef Makar amlag foe UPCC chief, reaafo offoe nmrem fomrtfofj itautium me 
Amfoapmdpmafc t mimd beating hi ** known *m foe Bml timntianmm UP ' 
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Cakes for the Poor 


RULING elites world over have 
compuWvely to indulge in pious tsfosharply 
H variance with tiwir actual p racti c e, Bren 
while indulging in some do-goodug 
eaerdaes, they oftan dmnonattmt utter 

t-1.«- <— M W mt _ , ^ -. 

BHMKmqr* lllpMOIIIB|BNIVUBI 

on January 30 and iyoti Beau's conriso* foe 
neat day at Tig Bengal wifo triad hwrtrd 
laches (over Mach?) about problems of 
HftlflftlritfcMI MCftlCBItft*f dftBMftfBBilllBVB 


BliBd)BUCaiBftlBCBIabBt|vdK<tBMBriOfti 
of cracky nd wodewy Mftficthvcfy. 

January 30, as is weB known, is dm 
Moivenary of Candbiji'ssapteme sacrifice. 

martyrs’ day, which gjvm the diftitmim n - 
grand occaaicn in waa rloqums on foair 
commiuiicmtoaarvctimlowemoftimlmtily. 
On tins day. just when in foe ntiaty Detia 
aontiagtim topmost oftiwmpwmnamunfo* 
bag at Gandhi's ‘samadM' at Rajghat for 
their customary rituals, a Moody peidng 
exercise at another end of foe capital foofca 
loll of four lives. A young wm of foe 
labouring ctass, to follaw a nesrepapar 

guest at the 'jhsggi' (atom) afoaoem m foe 
Buddft « midciid Bnpft of AAoks 
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Rscal Year So ft* 
1994-95 1993-94 


kteqi tep|ly (MJ 
Gnmey wfcbnbNc 


NdtakCMk to Govt Sector 
B^kCMiloCMni Sect or 


tmwT'r Horn y jfm I3 t 1995) 

NrtRBICMktoGMB 


495672 

96534 

396444 

217014 

267414 

69796 

167273 

97276 


Nm-Foo* 


(191041-100) 


IMa (Ja 20,1995) 

360006 

193366 

■ 179619 

146057 


Weifhu 


1319 (04) 
592(0.6) 
1261 (0.3) 
-4204 (-1.9) 
11392(4.3) 
-522 (-0.7) 
2696 (1.7) 
694 (0.7) 

1533 (0.4) 
6220(3.2) 
3U3 0-3) 
-4166 (-24) 


62106(144) 
14336(174) 
47604(13.6) 
13296(64) 
30211 (117) 
16069 (29.9) 
26651 (20.7) 
493(04) 


50931 (13.9) 
II2S8 (164) 
39294 (132) 
29362 (16.7) 
12673 (54) 
10700 (419) 
22661 (20.7) 
10434 (104) 


44876(142) 36821 (144) 
26966(17.6) 10403(6.6) 

26106(174) 6436(44) 

15534(104) 21605(204) 


1993-94 


66741 (182) 
13925(204) 
51601 (174) 
27546 (15.6) 
17068(74) 
26775 (13.3) 
27643(25.1) 
263(0.3) 

46560 (17.3) 
12436(62) 
6272(5.7) 
26667 (25.4) 


1992-93 1991-92 


49344 (134) 
7175(11.7) 
41741 (164) 
17973(11.4) 
32141 (17.1) 
3726 (174) 
11274 (I IJ) 
4257(44) 


51653 (19.4) 
8050 (152) 
43392(204) 
16070(12.9) 
I622S (9.4) 
10645 (100.6) 
11726(12.4) 
3904(6.7) 


37614(16.4) 36216(19.1) 

26390 (21.0) 9291 (8.0) 

24317(20.1) 9127(12) 

15460 (17.1) (5131 002) 


rcrro i TT s T ra - yrrr r 


1994-95 


232.8 (1.0) 

219.4 (62) 

224.4 (84) 
3032 (7.7) 


Feb 10. 
1995 


1993-94 


2154 (3J> 
2064(34) 
2072(3.1) 
2614(74) 


Troeffc 


1993-94 1992-93 1991-93 1990-91 1969-90 1918-69 19*7-1* 


74 


Troeffc 


Ftak (993-94 1 


3 

(65.7) (-464) (266 3) 

2050 .1830 1091 196* 

(792) (-48.1) (234.1) 






W 1 « 


fit*-1995 
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W X**W MMPHV" - 
’ - n H-f AyJ 

omu/ roc lo oo 


fYUt rwmrinfr. i—dlHc offa 


2147(6.0] 

31*0.1] 

404(0.1] 

1006(40 

3604(7.6] 

24*05] 


MmMM om tad aut* icrap IH)*2.5> 
nHMmmWi 11496(24.1) 


tan 


boa aad steal 
Noa-femxn MMab 
CipH^ goods 
MyfMftfry smpt ft rc f rtcoi 


Traatpon equipment 
IVo^act go oda 


podw* 10246(21.51 

AwiilMd vaguhit oils, 
band mum 353(0.7 

Cl—lnb nd Wind product* 6786(14.2 
Ogaafc chtaOwb 2371(3.0 

.- IhnXqr mnfocnad 1064(22: 


7487(15.7 

2660(5.6: 
1788(3.7 
1323(2.8 
10540(22 I: 

4244(8.9 
2138(4.5: 
3116(6.4 
4612(9.7: 
47732(100 0 


6236(14 4 
72541.7; 

yuan 

1726(40 


KdNHOO MMUhCWa 58(4.0: 

Cmdt anariak. IndMe 
ofomcapt feefc 2481(5 7 

bMon 679(1.6 

Mfoantfoab. hdmcnUMd 
tatoad murial* 809(1.9 

Aafcaal aad vageuMe oil*, 
waaataadftai 242(0.6 

Chanlcal* aad chemical product* 4109(9 5 
DnjgB, pigflMsutkab 
aad fiaa chasfocab 1291(3 0: 


Pood aad 8 vc 
for food 


d n wtada 799(18 

Haute aad haotetaa products 743(1 7 
MmdgiMid pcodsds dvd* 
flad ckWIy hr aatafiak 2431X156.1 

LaMhar anMtaMei 1103(2.5 

Rootwaar. laartcr 784(1.8 

Omndjeodtaiy 7954(18 3 

GonayonMhrtca. 


■aaa d^u^M 

jwi. n oi n . 

,*fo 


KMOoam 
Oaatri aoada 
llillifoni 


3692(15) 

1012(2.5) 
3721(86) 
3820(8J) 
1224(2 8) 
1207(2.8) 
1239(2.9) 
1286(3.0) 
653(15) 
43356(100.0) 
to tool) 


Cr UtSna lUCr ; USSm KaCr US8m JUOr VII 


907 

*4(26) 

260 

U5IOD 

494 

t9ll(3<0) 

660 

•0X17) 

326 

99 

279(0.7) 

19 

567(04) 

III 

33X05) 

115 

255(05) 

to* 

129 

. 16*06) 

52 

48*0.7) 

154 

37X06) 

130 

267(06) 

108 

608 

wk 

m 

m 

•*8 

Mf 

Mg 

Mg 

m 

1150 

228*5.7) 

727 

419*54) 

1399 

4777(75) 

1649 

326X64) 

1326 

77 

19*05) 

63 

39*05) 

124 

459(07) 

138 

45X1 J* 

189 

382 

74*16) 

239 

119*16) 

414 

192*30) 

664 

117X2-5) 

477 

3664 

11765(295) 

3752 

19514(264) 

6222 

18523(295) 

6396 

(4110(290) 

5744 

3266 

10971(0.2) 

3499 

18055(246) 

5756 

17142(270) 

9919 

1312*274) 

5323 

113 

8*05) 

26 

16*05) 

53 

16X0.3) 

58 

24*05) 

IM 

2163 

493*12.4) 

1572 

929X12.8) 

2961 

891*14.1) 

3077 

752X13.7) 

3093 

756 

142X34) 

455 

288*4.0) 

919 

1871(30) 

646 

1361(24) 

552 

339 

109*2.7) 

349 

198807) 

634 

202X35) 

699 

1591(35) 

645 

2389 

8238(20.7) 

2627 

14715(20.2) 

4691 

1245X19.7) 

4300 

919*195) 

3729 

848 

4992(125) 

1592 

828X114) 

2641 

707*115) 

2442 

482X10.1) 

1957 

570 

114X2.9) 

365 

245*3.4) 

782 

206*35) 

711 

174106) 

706 

422 

82*2.1) 

264 

1490(20) 

475 

114X14) 

395 

83*14) 

340 

3360 

8022(20.1) 

2558 

18944(26.0) 

6040 

1312X207) 

4531 

10432(214) 

4232 

1353 

310X7.8) 

991 

6871(9.4) 

2191 

4786(76) 

1653 

359*75) 

1454 

681 

172X4.3) 

SSI 

397X55) 

1267 

133X2.1) 

462 

91X1.9) 

371 

993 

227*5.7) 

724 

439X6.0) 

1401 

3701(54) 

1278 

362X7.6) 

1471 

1470 

369X9.3) 

1178 

443*6.1) 

1412 

350X55) 

1210 

222*46) 

900 

15215 3982X100.0) 

12700 7210X100.0) 

23212 

6337X100.0) 

21823 47851(1000) 

mu. 

1988 

560X146) 

1788 

1077*155) 

3434 

808X15.1) 

2791 

686UI56) 

2783 

231 

59*14) 

191 

104*15) 

332 

74X1.4) 

257 

•7*15) 

272 

290 

106X2.9) 

346 

230*3.3) 

736 

1545(2.9) 

334 

921(21) 

374 

550 

121*35) 

386 

2537(34) 

109 

174*35) 

602 

144X35) 

583 

18 

8X0.2) 

28 

136(04) 

43 

16*0.3) 

55 

10*05) 

42 

791 

280X7.4) 

894 

404X5.8) 

1291 

279*5.2) 

966 

3022(6.9) 

1226 

216 

76101) 

243 

1157(2.0) 

433 

II0X2.I) 

SSI 

143503) 

382 

258 

81X2.1) 

260 

124X14) 

398 

1379(26) 

476 

102*23) 

415 

77 

197(0.5) 

63 

34X05) 

110 

16X0.3) 

56 

w*$4) 


1310 

3102(85) 

989 

597X8.6) 

1904 

419X7.8) 

•449 

*14X9.4) 

ms 

412 

1077(2.8) 

343 

201X2.9) 

642 

133X2.9) 

529 

155005) 

O) 

255 

617(1.6) 

197 

115*1.7) 

367 

95*1 8) 

331 

781(14) 

117 

237 

49X1.3) 

157 

I0IXI.5) 

323 

43*04) 

ISO 

27606) 

m 


7750 21061(35.4) 6715 31851(55.9) 12386 30752(57 3) 

352 1052(28) 335 26.34(3.8) 840 2512(4.7) 

250 746(2.0) 238 150502} 410 HSKU) 

2535 7033(115) 2243 1252X160) 3994 8197(166) 


10618 23540(534) 9549 

867 1984(45) 80S 

410 114300 464 

3872 67300* I) 2W8 


1177 262X6 9) 831 4837(7.0) 1542 3911(75) 1350 MKti) UM 


323 792(2.1) 

1186 3246(15) 

1218 3)33(15) 

390 1144(10) 

385 1126(3.0) 

395 *7(25) 

410 1009(2.7) 

209 311(1.3) 

13820 3801X1005) 


253 1324(1.9) 422 107905) 

1035 6166(8.9) 19* 5156(9.6) 

1063 6232(9.0) 1*7 496405) 

365 21740.1) «3 *62*36) 

359 19960.9) 636 1569(29) 

, 382 184006) 387 154X2.9) 

322 195706) «2Q 119205) 

163 97*1.4) 315 41*1.1) 

12121 68547(1006) 22173 5368*1000) 


373 821(1.9) J33 

1716 3754(85) 1521 

It* 493400) M49 
966 • 119407) 486 

342 1433(35) 381 

534 122X26) 4* 

412 11230* 4SV 

212 63X15) DU 

18537 4404*18861 I7M3 


X) SfoWaafoi mhwiI daaotta moathie which Start aaton. • %, wpafoaip 1 
vtrlaOoaa war lha parted tpodftad or ovtr d* casapanXltpariod affoapa 




ftri—U 8*1 ftMai Wfcly ■ W»*1W« 






IN THE CAPITAL MARKET 
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Indo Gulf Industries 

INDO GULF INDUSTRIES b engaged ia 
rtw iHWi rfi nn iff of indurtriai e xp lo si ves and 
e oce c eo ri ce. lu order iu widen iti industrial 
and product base, the company it now 
diversifying and it setting up a project to 
mmuhetan white sugar crystals and allied 
products with a capacity of 2,500 ted 
expandable to 3,506 led with co-generoboa 
of 6 MW of power at an estimated coat of 
Its 49,68 croce at Mdxepur in UP. The 
company hat tied up with KCP, Madras, for 
supply of total plant and machinery. KCP 
is one of the premier manufacturers of plant 
and ma c hiner y for augar pirns and has set 
up more than 40 sugar plants in India and 
abroad. At lOOper cent capacity utilisation 
the company would have an annual 
requirement of45 lakh quintals of sugarcane. 
It p ropos es to meet its requirement through 
cakivMirofbrwhich an intensive programme 
is being undertaken. The upcoming sugar 
plant is expected to commence commercial 
production by November this year. The 
company is entitled to a free sale quota of 
100 per cent of its production for the first 
nine yean at applicable to new sugarcane 
projects located in ‘Other Recovery Zones’. 
Hie entire quantity of molasses is to be 
sold to various distilleries for the manu¬ 
facture of potable and industrial alcohol. 
Bag***, the other by-product, is to be used 
for co-generation of power for captive 
Surplus bagasse is to be sold 
»at« and the industries tpcated 
around the augar mill. In order to part finance 
foecoatofthe project, the company is entering 


fcnssinBy to electro arngnatic induction ttvf 
nuioPPBqucncy i nd uc t k xianddataitSBirity. 
Opticalfib re cabl e finds ^ p Hcatk m In fldde 
tike railways, defence and power. The 
construction work for the unit la nearing 
completion at lyava in Ahmodabnd district 
Commercial production it expected to 
co mmen ce by Match. Plant and machinery 
along with training and performence guaran¬ 
tee are being provided by Swiss Cab of 
Swtaerlaod. The project baa been appraised 
by Bank of Baroda and the coat has been 
ea t ima t e d at Rs 39.03 crore. The company 
is entering foe capital market on February IS 
with rimutaneous public issues of 25.5 lakh 
cquityiharesofRa lOeach at par aggregating 
Rs 255 lakh and 25.95.d00. 14 per cent 
secured redeemable PCD* of Ri 75 each at 
par aggregating Rs 194615 lakh. The issue 
b being lead managed by Bank of Baroda 
and DSP Financial Consultants. 

Ishwar Bhuvan Hotels 

Promoted by Ikhwarial P Barot and Juguidas 
P Barot, Ishwar Hhuvan Holds b setting up 
a three-star executive hotel with 55 rooms 
and other facilities. The proposed hotel 
project b located at Sayqji Gaqj, Baroda. 
The project hat been ap pra ise d by T ourism 
Finance Corporation oflatia (TTO) which 
hns sanctioned a term loan of Rs 200 lakh 
for the project. To part finance the project 
the co mp any b entering the capital market 
with a public issue of 40 lakh equity shares 
of Rs 10 each at pnr aggrega ting Rs 4 crore. 
including firm allotment of 9 lakh equity 
shares of Rs 10 each at par aggregating 


Wttwayfort hxtta 

wuwaym aoauucfwrag wapninow 
sooe wkh a public itaos of 48 lakh equity 
shares of Rs 10 each at par. The fondt w|) 


capacity of metallised plastic film and 
diversification into manufacture of 
multiinyandco-aNtnided pfautic fUms which 
b much in demand by the fast growing 
flesfotepackagingtnduStiy.TUcknoIngy and 
pirn* are to be imported tom AtiroCUnverthy 
Equipment. UK. The project has bean 
a pp rais ed fay Vijaya Barit which is also 
financing the project through a Mas loan. 

Crystal Credit 
Corporation 

Crystal Credit Corp or a ti on (CCGL4. the 
flaphip company of the Crystal group, bn 
non-banking financial institution registered 
with the RBI and b in the buriness of leea- 
ing. hire-purchase and other financial 
services. The company b emba rkin g on a 
diversification expansion programme. 
To fond this to b entering the capital marital 
in the lait week of February with a public 
issue of 35 lakh equity share of Rs 10 each 
m par aggregating Rs 350 takh. The bate 
b bring lead m a n aged by All 1 
and World Link Hnance. 


mbUc issue of 11.06.200. 12 per cent 
unencurert FCDs of Rs 155 each at par 
^pegatiag Rs 1.717.71 lakh. Each FCD 
would consist of two parts - Pan A and 
hntB of Rs 77.50 each. While Part A will 
be compuiaariiy and automatically converted 
fclo one equity thereof Rs10 at a prbnium 
of Rs 67 JO per share on allotment. Part B 
cl Rx 77 JO would be compulsorily and 
ausomaticaify converted uxo oneequity share 
ofRa 10 at a premium of Rs67J per share 
on the expiry of 12 mooths from the date 
of aBotawntertfae FCDs. 



~(xnnii 8 ^icstk*n 


jujsrat Optical Cumnumi ulna ((XXX) b 
tromoted by Oqjnnt Telephone Cables 
(GTCLX Tha company U i m plemen ti ng a 
project for rim aanufochtre of 4j000 cable 
kflometrea per annum of optical fibre cables. 
Theme of optica l fi b re ce Mebadvantagoout 
^mitn iu low p o n rer r equi r e men t attenrinub. 
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THB-1 

„ . iU* h*#to 1993-94, 
(rated Win upby ii pratotot. operating 
0kf9 #per«fo(.'.9Bd m pm by 57 
■MNMti. MSECtiH enuM Have been Haber 
, big for fob m brtoher income and mm- 
apemdpgproffc by 30per rant and 40 per 
cv*. respectively. Absibsrewm a rite in 

(Mpfoeb^ fopredtoten end fotoreit cbmw 
by l4 per cant, 6 par cere and 9 per cent, 
r sap naivety. WhOa exportsjumpod by 164 
per seal bnpam M> by 24 per cent. An 
eebeeaed d H de ni of 25 per cent was de¬ 
clared far «be year. 

D eb t oqtitey ratio declined from lVKpcr 
cent in 1591-92 telf5 percent to 1992-93 
and61 pern—In 1993-94. Sundry creditor* 
to cur ren t needs baa beea needy at 40 per 
cent for the past two years. Shortterm bank 
b o rrow ings to i n ventories rose sharply by 
72 ptoceutagepohas. Inventories grow by 
13 perrewtape points. Sales to total assets 
has deedned in the past throe yean while 
sales to gross-fixed assets has increased. 
Earning per share increased in the 
pastlhroeyean from Ri 1 in 1991-92 to 
RsSto 1992-93 and Rs 6 in 1993-94 Net 
value added to vahseof production fluctua¬ 
ted at 15 per c4nt in 1991-92. IK per cent 
in 1992-93 and 16 per cent in 1993-94. 
Remuneration to employees has shown a 
needy decline in the pest throe yean from 
St per-cent in 1991-92 to 46 per cent in 
1992-93 and 44 per cent tn 1993-94. Return 
to equity has been steady at 20 per cent tn 

the past two yean. 

Total salea of the formuladons were higher 
by Rsl7craro(2l percent). The diversified 
activities of the company, such as the 
veterinary end diagnostic and medic 
e ge ipmat div is io n, a le o regis te r e d s growth 
of 35 par com. In order to strengthen its 
position in the market, the company is 
negethdhtgiinrop arrangements with inter- 
natkmaUy reputed manufacturer* for 

im^ 5 hn/^le»com^peei!^h^>Sn#Mgssri^o 4 ^ 
ow ne d rohtodlary in Hang Kang with the 
ofcfoctivu uf ttaMltoaiae as a tru ths * beat 
for the company's foray into China and 
other masfctod. The comeanv to also aettine 


into the 


Anktoehwar and diversifying 
af a y u rvedic medl- 


dnaety invaattog Rs 30 foro. The axpan- 
sion ant dhnnUleatten Plans are to be 


‘ i u • . . m i** n — 

ntasgNHpilK'aiHptoonlfW-mftonnna. tammy. ene Rang taewtom j . 

R and 0--tife&'%(heyanr,fito¥«iopiiint continued dbriegtitoyerotoeatoMiaban^ 
ot m new ^pfe^arts for foe o p a rt ■retefefo ■■ af hydrog en peroaide In foto todutoty. As 

-*— - -S-1 -i areuS^ m mi^nadfol all naumfot aaltta 

W VVWpMNROf I^WnHWIBiflWWIWWn I reMK* ■* MSM MM MKW 

substitutes were tome of ihn activities to the uaagsof fcydaagan pamaUto-lafoa 
ondenakea by dtp deportment area of p fratice add ht ve t tiw camgray to 


NATIONAL PEROXIDE 

Expanding Market 

Promoted by Bombay Dyeing, N ationa l 
Peroxide baa shown a toargtoto toctcaae in 
net sates by Rs 29 tokh HLS3 per cent), in 
operating profit by Rs 14 lakh (0J6 percent) 
and in net profit by Ra 3t lakh (3 percent). 
There was a major fail in n on op erati ng 
income, while other income was up by 13 
per cem. The company paid taneaio the tone 
of Rs 1.4 crore Cor the yeer, white depreci¬ 
ation and interest charges fed by 35 per cent 
and 14 per cent, respectively, imports were 
np by 45 per cent whUe exports declined by 
47 per cent. A 45 per cent dividend was 
declared for the year as against 40 per cent 
in the previous year. 

Easting per share iacieeaed deathly from 
Rs 249 in 1991-92 to Rs 364 in 1992-93 
and Rs 378 in 1993-94. Net value added to 
value of production fluctuated a 34 per cent 
ia 1991-92. 33 per cem in 1992-93 and 35 
per cent in 1993-94. Remuneration to 
employees increased by 4 percentage p o int s 
for the yea. Inventories alter having fatten 
by 13 per cent in the previous yea hare aow 
marginally risen. Salea to total assets 
fluctuated at K4 per cent in 1991-92. iOl per 
cent in 1992-93 and 67 per cent in 1993- 
94. Sales to gross fixed assets fluctuated a 
94 per cent in 1991-92.111 percent in-1992- 
93 and 69 per cent in 1993-94. Sundry 
auditors to current assets rose to 42 par cent 
in 1993-94 from 29 per cent in 1992-93. 
Short-term bank borrowings to in vem o ri e s 
ratio has been steady at K3 per cent ter the 
paa two years. Debt-equity ratio Rttcumod 
a |07 per cem In 199P-92, SO par cent ip 
1992-93 aid 94 per cent in 1993-94. 

H y drog en pw iwtiri f production increased 
by 726 MT aid sales by 752 MT. Phare i 

and co mmercial production from that 

VSnOMMRIMICMlMKPOOuWRnfvll IWi. 
in pnnn nwivfi mymMm mm i 
cipfictyvuNMiQROf tGBpcfcfPUrapotdb^i 
tacreasadprodactionby t.i 66 MTaad sates 
by477MTfor theyaar. Thecumpmy eapeoto 
the demand he fWC stobHtorolo Ingenue 


have 


a number of new p ro du cts tecktfong 


for mineral wiser park aging with a view so 
d i versify toe m es hto and improve capacity 
glUiMbot oM tkc p)n^ 

GARW ARE-WALL ROTES 

Di verification Pin 

The Ptane-hasodOarwaro-Wtol Ropes to Phs 


to the ooueny. 
to 1993-94. NCI antes t 
Rs 21 tokh (0.31 L 

by 25 per cent and net profit by it per ceto. 
There was a rise to ofoertoeomaby ibpar ,. 
ccaKRsUScromjandnassupcsaiagfmRl 
rose to Rs 12 tokh tar the year . TaaaUauaad ■',* 
depsmtottou decreased by 6 per was nal H 
per con, respectively; wtfoe I 
increased by S pen 
dared a dividend of SOperc 
in^KMts wei® nptyy 56 fptrcMt 
foil by 9 per ocas. 

Dete-eqeity ratio M to 34 1 


from 60 par cent in 1991-92*69 pwcaa* 
to 1992-93 and 109 par on to to (993-94L 
Sundry credhora to enreato arests ahuwteR, >i 
a steady rise foam 16 par cam to I99I-92 

to 17 per earn to 1993-93 i 
to 1993-94. 

69 peroe ntog e p r une avarldg pin mrafo 
1992-93. MmmgroroflnndtoiatefoaaMiat 
as 192 par ease to 199(40.231 puf cntokl 
I992^ku*l42paremato>l991 9 4 v0 to*toto' 


« Re MHn1*9(4*. la HhiRMitol' 
Rs 12 to 11 

af psodnaton tocnand by S t 
patois to to* year anngtetoto if pro onto ft 

the previous year. 


peat two yuan. 


Tito prafoet to ten tm «f (to «M lb «»" 


__ . .. . . M' . - - .. .. _ _RP - toteh • 

Rs 67tokh for torn yaar far Rend fo.Tt# M p ronne flrt aTheetotiagapofanto 1 — g 
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.Oumnw* 


fiMMCiat 


1 Net sales 

2 Value of p ro ductio n 

3 Other laconic 

4 Total income 

5 Raw materiaU/itores and spares 


6 Other manufacturing expenses 

7 Remuneration so employees 

8 Other expenses 

9 Operating profit 

10 Interest 

11 Grots profit 

12 Depreciation 

13 Profit before tax 

14 Tax provtrioo 

15 Profit after tax 

16 Dividends 

17 Retained profit 


18 Paid-op capital 

19 Reserves and surplus 

20 Long terra loans 

21 Short term loans 

22 Of which hank borrowings 

23 Gross fixed assets 

24 Accumulated depreciation 

25 Inventories 

26 Total asseu/tlabilities 


27 Ex ciae duty 

28 Grots value added 

29 Total foreign exchange income 

30 Total foreign exchange outgo 

Kay H urra ria l aud perfor ma nce ratio# 

31 Turnover ratio (sales to loud assets) (%) 

32 Sales so total net assets (%> 

33 Gross value added to gross fixed 
•••ets (ft) 

34 Return on investment (gross profit 

\ to total assets) (ft) 

5 Gross profit lo sales, (gross margin) (%) 
36 Operating profit to sales (ft) 

37 Profit before tax to sales (ft) 

38 Tax provision to profit before tax (%) 

39 ftofit after ux to net worth 
(ream on equity) (ft) 

40 Dividend (ft) 

41 Earning per share (Rs) 

42 Book value per share (Rs) 

43 WB ratio (based on latest and 
correspond in g last year’s price) 

44 Debt-equity ratio (adjusted for 
ir vrluaiion) (ft) 

45 Short amt bank borrowings to 

inv en t o ries (%) , t 

46 Sundry casdhorc to sundry debtors (ft) 
47 Total nafpiantioa to em ployc er 
to gross «|0he added (ft) 

48 Total rr—prrrtnm to em plo yees 
to value of production (% ) • 

49 Grots find assets formation (ft) 

50 Growth • iava n to ries (ft) 


March 

March 

Match 

March 

March 

March 


Match 

-JEST 

gg^oh 

1994 

1993 

(994 

1993 

1994 

1993 

1994' 

1993 

fW*. 

1995 

10052 

8259 

5463 

5434 

6880 

6839 

9090 

8896 

5144 

5831 

10371 

8526 

5442 

5272 

6764 

7037 

9404 

8416 

5306 

5866 

436. 

628 

52 

46 

328 

.173 

218 

323 

272 

407 

10807 

9154 

5494 

5318 

7092 

7210 

9622 

9011 

557* 

6223 

5124 

4646 

1777 

1850 

3423 

4178 

6365 

5918 

4368 

3982 

2378 

2177 

471 

415 

413 

427 

113 

104 

73 

143 

790 

762 

487 

393 

460 

377 

1068 

953 

486 

472 

1579 

842 

1126 

1041 

1589 

1266 

1107 

1097 

714 

957 

936 

727 

1633 

1619 

1207 

962 

767 

939 

-63 

719 

469 

428 

405 

472 

302 

279 

46l 

502 

470 

480 

503 

359 

1212 

1151 

917 

679 

381 

489 

-364 

331 

81 

76 

202 

311 

165 

193 

373 

373 

165 

128 

422 

283 

1010 

839 

752 

486 

6 

116 

-532 

203 

70- 

60 

140 

0 

75 

80 

11 

32 

0 

33 

352 

223 

870 

839 

677 

406 

-5 

84 

-532 

168 

105 

82 

103 

92 

116 

85 

106 

106 

0 

82 

247 

141 

767 

747 

561 

321 

-111 

-22 

-532 

86 

533 

412 

230 

230 

561 

284 

1064 

1064 

1293 

829 

1183 

693 

2773 

2006 

3330 

1412 

2785 

2882 

633 

976 

1047 

2052 

2845 

1125 

1346 

645 

998 

1553 

1388 

1705 

2222 

32.3 

10.37 

966 

1523 

1199 

1264 

1134 

417 

336 

1927 

21 

637 

635 

1144 

821 

794 

25 

0 

0 

1372 

1230 

7861 

4863 

4834 

2963 

4083 

3908 

2554 

2450 

487 

408 

2012 

1811 

1585 

1406 

2255 

1907 

716 

599 

2607 

1884 

764 

758 

1041 

1182 

4571 

4667 

1707 

3022 

8326 

5580 

8071 

4988 

8602 

4620 

10111 

10314 

5142 

6775 

238 

356 

772 

872 

261 

226 

111 

43 

331 

284 

1783 

1624 

2134 

2073 

1562 

1263 

1835 

1971 

750 

1263 

3394 

1281 

73 

140 

1340 

1474 

1391 

2170 

42 

1720 

1139 

1487 

802 

491 

2885 

1828 

518 

680 

2282 

3335 

120.7 

148.0 

67.7 

108.9 

80.0 

148.5 

89.9 

86.3 

100.0 

85.9 

201 6 

237.3 

79.3 

125.6 

101.8 

193.8 

148.7 

134.1 

137.9 

151.4 

130 0 

132.0 

27.1 

42.6 

32.3 

42.6 

44.9 

504 

29.4 

51.6 

6.0 

6.4 

15.0 

23.1 

10.7 

14.7 

3.8 

4.7 

-7.1 

4.9 

5.0 

4.3 

22.2 

21.2 

1.3.3 

9.9 

4.2 

3.5 

-7.1 

5.7 

9.3 

8.8 

29.9 

29.8 

17.5 

14.0 

8.4 

10.6 

-1.2 

12.4 

4.2 

3.4 

18.5 

154 

109 

7.1 

0.1 

1.3 

-10.3 

« 

16.6 

21.2 

13.9 

0.0 

10.0 

16.3 

183.3 

27.6 

Oil 

17.2 

20.5 

20.2 

29.0 

37.5 

17.4 

23.9 

-0.1 

2.1 

-27.6 

9.3 

25.00 

20 00 

45.00 

40.00 

30.00 

30.00 

10.00 

10.00 

0.00 

12.00 

6.60 

5.41 

378.26 

364.78 

12.07 

14.30 

-0.05 

0.79 

-4.11 

Z03 

32.2 

26.8 

1305.7 

9722 

68.3 

57.1 

36.2 

37.1 

14.9 

21.8 

18.9 

25.6 

16.5 

16.4 

10.8 

9.8- 

■2207.8 

0.0 

-122 

111 

61.0 

185.7 

94.7 

50.3 

35,1 

39.8 

23.9 

39.4 

72.1 

945 

73.9 

l.l 

83.4 

83.8P 

109.9 

69.5 

17.4 

0.5 

0.0 

0.0 

89.8 

89.7 

117.0 

78.4 

220.5 

61.6 

103.4 

108.1 

173.3 

198.8 

44.3 

46.9 

22.8 

19.0 

29.4 

29.8 

58.2 

48.4 

64.1 

374 

7.6 

8.9 

8.9 

75 

6.8 

5.4 

11.4 

11.2 

9.2 

8.0 

11.5 

3.1 

61.6 

13.0 

71.7 

26.1 

4.5 

IM 

42 

4X3 

38.38 

25.43 

0.79 

-13.17 

-11.93 

2.43 

-2.06 

-2.04 

-43.51 

80.20 


Ec ono m ic and MiiM W«dti* 


liiMettfwry. 

ftr import duty o6fln*ibed ***** is quite 
.hi*. Tfcedjvtoton does rex pkm »ndl it* 
mMhfocry to the domestic market bin plans 
» export it a a later stage.Having a strong 
presence In the international market with 40 
ptr-MM of to total protection of twines and 
rape* being exported to more than 33 
countries in Europe. Weat Alia, USA. and 
south-east Aaia. the company has recently 
entered into a joint venture with the 
Indonesian ‘fonts Group' to manufacture 
I JQOtpnof synthetic ropes. Since the unit 
to being tel up in Indonesia, the company 
would be saving 10 per cent impon duty, 
thus enabling it to price its product 
competitively in the market. Garware-Wall 
Hope* ha* commenced its spadework to 
become the largest cordage manufacturer in 
the wdrid. The company has also entered 
into an agreement with a party in Jabci All. 

Dubai, for providing technological and 
marketing support for manufacture of 600 
MT of synthetic ropes thereat, including 
supply of entire set of plant and machinery 
as atoo continued supply of requisite quality 
of yam from India. 

The company mvested R\ 23 lakh on its 
R and Declivities in the year. Developmental 
activities of speciality fishing nets and sports 
nets, and length stretching and depth 
stretching machines and special air 
intermingled sewing thread were undertaken. 

PADMATEX ENGINEERING 

Tkriff Policy Problems 

Padmatex Engineering, manufacturers ot 
textile machinery, suffered a setback in 1993- 
94. The company has been showing contin¬ 
uous fall in profitability lor the past three 
yean. However, this year the company has 
suffered lone*. Net sides were down hy II 
per cent (R* 6.77 crore), operating profit hy 
108 per cent (Rs 7.82 crore). and net profit 
by 416 per cent (Rs 7 crore). While oilier 
income was down by 33 per cent (K* 1.35 
crore). aon-uperatong profit was up by K3 per 
cent (Rs 77 lakh). Depreciation rose by 2K 
per cent while then was a marginal tail in 
internal charges. Exports and imports foil hy 
99 per cent and 34 per cent, respectively 

Uut year the debt-equity ratio had sullcrcd 
due to a more than proportionate increase 
in long-term debt, but this year it has again 
got steadied. Sundry creditors to current 
assets ado deettnod steadily from 42 per 
cent in 1991*92 to 38 per cent in 1992-93 
and 28 per cent in 1993-94. Sales to gross 
fixed asset* Ml by 36 percentage points. 

Banting per diarc Mi sharpty. Net value 
added so value of production fluctuated at 
13 pare** fe (991-92,19percent hi 1992 
93 and li percent in 1993-94. 

/ . 

^^^^dtpakg and l^attfitad Rfpsk^i l^chruaty it. 1995 


r irtnnir 

for iheeunyany’s autoOMttt one winders 
tACWt) h eo um i ng cemgMety uacompets- 
tive in rebutm to fully imported machines. 
Since the duty, on imported c o mponents is 
40-63 per cent and because the newly 
introduced ACW-Autoconcr-23h has a high 
import content, the company has to bear a 
high duty burden. To escape this, efforts are 
being made to tndigentse components as 
rapidly as possible. 

The company has invested Rs 19 lakh on 
R and D activities in (he year. Production 
of ACW Machine-238 modd. manufacture 
and introduction of blow film line. 
indigenisuiMm of ACW-23K model with 
individual sptodlc slicing were some of the 
activities earned out hy the department. 

DGP WINDSOR 

Hit by Recession 

Formerly Klockner Windsor, the now Thane- 
based DGP Windsor is a 30-year obi com¬ 
pany and has been a pioneer in manufacturing 
and selling plastic processing machinery and 
a leader in injection moulding machinery. 
The company has nut done well in 1993-94. 
Though net sales went up hy 2 per cent, 
operating profit and net profit declined hy 
IK per cent and 105 pet ccm. The decline 
in other income hy 5K per cent and non- 
openuing profit hy 71 percent was balanced 
hy a 65 per cent decline in taxation and 20 
per cent decline in interest charges. Exports 
and imports declined hy 35 per cent awl 30 
per cent, respectively. The company declared 
a 10 per ccm dividend for the year. 

Deht-equily ratio rose hy 10 percentage 
points in 1992-93 and fell by 14 percentage 
points in 199.3-94. Sbort-icrm hank 
humming!, to invcnloncs increased by 17 
percemage points. -Sundry c reditor* to current 
assets has been steady at 32 per ccm tor the 
past two years. While sales to tola) avets has 


fioctoamd in dm port ton* years, sales to 
, gross fixed assets ha* declined Mcaddy. Net 
value added to value of production declined 
from 19 per cent in (991-92 to 18 pH cm* 
in 1992-93 and IS per cent m 1993-94. 
Remuneration u> employees increased from 
34 per cent in 1991-92 to 48 per cent in 
1992-93 and 58 per cent in 1993-94. Earning 
per share ha* been failing in the past three 
years. Current dividend to told paid up 
capital has been maintained M 9 percent in 
the put two years. Even with tailing profit - 
ability the company has maintained its 
dividend at a minimum of iOpercent. Re**» 
■m investment declined by 9 percentage 
points in a span of throe yean from 12 per 
cent m 1991-92 to 3 per cent la 1993-94. 

Recessionary conditions in die machine- 
user industry was one of the major reasons 
tor the depressed performance. The com¬ 
pany's mactoncs find apphcroonmieieicom- 
mumcafions. automobiles, piastres, electro¬ 
nics and consumer durables. With abundant 
availability of raw materials, good export 
potential fur plastic components and an 
overall growth in plastics industry the com¬ 
pany expects io perform better. Itispianoing 
to double the production capacity of Ns 
injection mnutding machinery and estnmoa 
machinery. From the anginal capacity of 
l .(XX)unitst iir the injeaion moulding machs- 
nerv the ciHnpwiy plans to douMe N m three 
years. As for the production of cxiraaow 
machinery it ptans to increase capacNy to 
600 units from the present 230-300 tartt*. 

Thc company invested Rs 92 lakh 
(increase of K7 per cent) on R and D. The 
division is recognised by the depwunem of 
scientific and industrial research, 
government of India The deportment (ms 
contributed to developing a number of new 
products. Also there were significant 
developments in mictuproeeaaor < 
fur machines. The department aland 
and developed a new range of ‘ Wu 
injection muutddlg audunery and some of 
the models wcrecxhihrtcxl m Pta«i«S* 94. 
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Marx Is Dead, Long Li ve McCarthy v *'"■®aS^StaS¥ 

eresenro of YB Clrewa* dtkd tires Pdfs 

GPD Macvat, todmpnfMMklwdfliioMaia 

trite up cudjrti sgalasttbe imrrgsary red 

- ■ 1 - —. —.-1-— kai co nfronted Obivat on tbs ^untlon. 

How does a marxist poet/writer in India and Asia become ' entrapped * - There it IHtie doubt that the grredddtady 
because the Stalinist systems collapsed in eastern and central Europe ? of Manthi letters had taken a caawpb a * 

■ — . . ...—..— .—... position then. But the scribe does not only 

««y that. He asks an almost tearftil qu es tion . 

IT eras in the last week of last year that the all good poetsare essentially entr a pped sou l s. Oh, lows of Marathi letters, he teems to 

anneal literary meet of people writing and marxism or the lack of it not withstanding, ask, think what the world has co me to) 

interested in Marathi took place in Parabtumi It is not for no reason that ‘shoka* (sorrow. Somebody who had supported the umrgw - 

in the Maralhwada region of Maharashtra, bereavement, unhappiness) and ‘shtoka’ cy 20 years ago is now going to occupy the 

A distinguished poet and a life-long com- (verse), the two ancient terms, are phone- same chair which was once occupied by 

nmakt. N any an Surve. presided over the tically so close. How does a marxist poet/ Dwrga Bhagvat. This is single Stalinism In 

proceedings. I do not know if a member of writer in India and Asia become entrapped reverie. Or perhapt worts. It ia actually 

a communist party or even a known marxist because the Stalinist systems collapsed in McCarthy ism. For these paopts the bet that 

had ever presided over these annual eastern and central Europe? Do we take Serve is a fine poet is not at important *» 

sanunetans (meetings). These meetings are these editors and scribes as entrapped souls the fact that he its known and sdf-soofessod 

important basically as a celebration of lit- be c a u s e liberal democracy has failed io most communist No Bur o p aa n takes such aim- 

erature, a celebration which doe* mix the of the cokwred world? Tto be sure, we do ptiatic and anti democratic positions. It is in 

popular with high-brow to a small extent not have to .because their assessments of Russia, and not in we ster n Europe, that 

Forty thousand people listened to the pres- democracy or capitalism are essentially Mayakovaki ia under attack and it is in 

idendal address at the inauguraTfunction. In Europe-based. Consult a Marathi editor and Bombay that Surve has to suffer coodern- 

our world where the visual and electronic in all probability he will tell you how the nation because he dedans himself to be a 

media seem to have overshadowed the written marxian critique has proved false and communist and his party (not Just he as an 

wont, that a poet and one writing in a small- misleading. What he will not tell you is that individual,* distinction that our scribe would 

time language like Manuhi, is so celebrated his assessment is based on his understanding probably not even understand) had taken a 

is great news indeed. For the various sent- of Europe and North America. What hap- patently wrong political position on the 

inarsawi symposia organised at the Parabham pern in the rest of the world and what Euro- emergency. 

too there was no dearth of audiences. Five American prosperity has got to do with In other words in the post-aodaHat world 
to ten thousands listened to these not always domination over and continuous impover any reason is good enough to dodare the 

very iltnmiRating or entertaining discus- ishment of the coloured world rarely ever marxists out of bounds for the civilised 

sion with rapt attention. Some tribute to dawn on him. The fact of the mauer is that world. We have nor used the names of the 

the tolerance of the Msrahas, one must it is nor poets like Surve who are entrapped scribes concerned for two reasons. One, we 

say. But that is not the reason why we have but rather these scribes—in Euro-Amcr- have no personal quarrel with these scribes; 

choeen to write on the occasion. It is some icon glitter and glamour. Unwittingly they in fact we have some respect tor their reari 

repreaentatives of the smug Bombay elite have devised a way to get out of their ing and prose style. Two, far non-Marathi 

who And all the ‘jnanvriddhai' (senior entrapment. For them, people who think that readers the names would not make much 

learned people) usually in England and critique of capitalism is not dated, not yet sense anyway. It is the McCsrthy-Hka de- 

America who made us aware that at least anyway, are the entrapped souls. Pity them mere in their criticisms which does worry 

for some the Parabtumi meeting was more and throw them in the dustbin of (capitalist) us. One had not thought that the democratic 

than a celebration of literature, h was a history is their policy. Their concern for instinct of these people was basically so 

cricfatatwn of a marxist, something they ‘entrapped poets’ springs from this. When weak and that authoritarian views would 

cosdd not take. a writer with known ■tdm ts bl isl md ’feudal' masquerade as liberal views. But that’s the 

Now, you would think that we live in a and ‘Hindu n ationalist’ credendatsiadacaed price one haa to pay. one reckons, if one 

poai-aociaiist and, more importantly, a post- to preside over the annual festival ofMarathi takes the view that Marx is still relevant in 

marxist world. It youid not now matter what letters, no editorials are forthcoming on the an atmosphere in wifti) the battle-cry of 

Had of a marxist you are or were. We had ‘ entra pped’ peopl e who dact them. We are Maharashtrian liberals seems to be: Marx Is 

thought that the only people worried about not suggesting that they should be. Whdwe Dead, Long Live McCarthy! 

Apia our country were the communists of are suggesting is that McCanhyism should 

different Varnas' themselves. Obviously, not pees off as concern for the literary health 

that domlwt seem fo be the case. It Is the of somebody like Surve. 

imi i isaaamiiti who seem to be worried As if pontificaUon on the setting of the 
about m a rxidr and, if corresponde n ce in this socialist sun and marxist authors was not 

very jouraalis to be taken seriously, about enough, another scribe came up with wftst 
‘Stabnisu'. red or imagirmry, too! can only be described as a w nch -hun* This 

Be that as it atay. Narayao Surve's dec- scr&e, whose main claim to literary fame 
two so the ch ai rm a n ship of the ‘utsav’ (cel- springs from hir translation activity decided 
cbrdhm) of Uteraime seems to have worried to refer to the emergency imposed by India 

at Idfet some of fee scribes wridaginMarathi Gandhi 30 years ago. A section of oommu- 

new sp ap e r s . One editorial called him ran nisu, to which Serve belonged, bed support- 

entrapped poet". One would have thought ed the emerg en cy at that time. This scribe 
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Inflation Anxieties Cause Liquidity Strain 

The monetary authorities’ anxiety about inflation has led to the current 
li qu idity strain In the money market. 


(1) Oaowwo Ljoumm' Strain 

JANUARY began with the legacy of an 
unusually tigte Ssptdfey regime that domi¬ 
nated the whole of December at a remit of 
MveraJ seasonal and non-ieasonal factors, 
such as arresting of the foreign currency 
accrual* and reduced bank deposit growth 
on the supply side and. on the demand tide, 
advance tax payments, PSU disinvestments, 
subscription to the UTl’s rights offer for 
US-'64 scheme, and a dramatic spurt in the 
demand for bank credit to the cofnmcnrial 
sector. The legacy persisted Throug hout 
January. Again, on the supply'side Though 
the official foreign reserves (other than gold) 
experienced a small recovery with the RBI 
re-entering the market for surplus dollar 
purchases after it withdrew for a quarter or 
so, the commercial bank deposits have gen¬ 
erally stagnated for the second month in 
succession. Foreign currency assets (includ¬ 
ing SDRs) increased by only Rs 936 crore 
in four weeks between December 30. 1994 
and January 27. 1995. Bui the aggregate 
deposits of scheduled commercial banks, 
which rose by Rs 1.632 crore during the last 
week of December, fell by an almost equiv¬ 
alent amount in the week ending January 6 
and recovered again by a similar amount in 
the fortnight ending January 20. thus exhib¬ 
iting over the four-week period virtual stag¬ 
nation. The short-term investible funds 
available with the public sector financial 
institutions, which are parked os 'other 
deposits' with tbe RBI and which touched 
a peak of Rs 3.544 crore on December 23. 
have remained since then about Rs 1,000 
cram below that level up to January 13. On 
theolher hand, demand for hank credii became 
further buoyant with non-food advances of 
scheduled commercial batiks showing an 
increase of Rs 3,225 crore between Decem¬ 
ber 30 and January 20. Added to it. from the 
fortnight beginning January 21, RBI stepped 
up the cash reserve ratio (CRR) on foreign 
currency (non-resident) accounts (banks) 
[FCNR (B» scheme from 7.5 per cent to 15 
per cent and introduced a CRR of 7.5 per 
cent for die dm time on non-resident non- 
repatitebte rupees (NRNR) scheme, which 
together are expected to impound as much 
asRa 1,155 crore of bunks' resources With 
the termination of exchadgr cover for the 
forein currency non-resident accounts 
(PCreRA) scheme, a large reduction in 
dspeatts under the scheme was ar rretq ianim l 




thtteauanoa resident schemes which Wth- 
eon —joyed sera or concessive CRR. The 
toot cause of da ament Ikpiidity tiriifl in 


the money market is the RBI’s tl^Xfistedne s s 
as a result of the aut h o rit ies' anxiety regard¬ 
ing the persistence of high inflation which, 
with a 11.1 per cent rise in WPI over the 
past 12-month period, now stands nearly at 
double the rale of 6 per cent visualised as 
a year-end goal, despite a bumper agricul¬ 
tural crop. 

(2) Call Money Ratos 

The phenomenon of unusually high and 
volatile interest rates in the overnight market 
that dominated virtually the whole of De¬ 
cember persisted, in fact to a greater extent, 
in January. Apart from the strain on liquidity, 
apprehensions of banks about their ability 
to meet the requirement of maintaining 85 
percent of iheirCRR liability on a daily basis 
from the fortnight beginning January 7 also 
loomed large on foe money market scenario. 
The reporting fortnight ending on January 6 
covered also the last week of December dun 
faced severe month-endfyear-end liquidity 
crunch. As the tight liquidity position lin¬ 
gered on, the call rates in the fust week of 
January remained high and also volatile. The 
first two working days of the New Year saw 
the rates ruling in the range of 18-14 per cent, 
but on January 4 the market opened with a 
clamour for borrowings even at 35 per cent 
and hence the RRI reportedly injected 
Rs 1.900 crore for the second lime in the 
recent period (about Rs 2.000 crore having 
been provided in December), through the 
STC1 under rcpurchaie/refmance arrange¬ 
ments against government securities and 
through the DHF1 under similar arrange- 
menu essentially against treasury bills, these 
institutions in turn are said to have provided 
funds at 15-20 per cent lohanki under ready- 
forward deals; the call rates did ease after 
this injection. But on the next day, January 3. 
which was the penultimate day of the report¬ 
ing fortnight, the overnight raws again went 
berserk and ranged from 25 to 60 per cent 
as some of the foreign banks became des¬ 
perate to cover for CRR on this day rather 
than on the reporting Friday, particularly 
before moving on to the new system of CRR 
coverage (Graph A). This » because inter¬ 
bank borrowings on the reporting Friday 


raise the base-level net demand and time 
liabilities (aetDTL) for theCRR/SLR cov¬ 
erage hi the following fortnight Deatmpo* 
reporting Friday (January 6) also opened 
with call rates faefog quoted at a high of 25 
to 30 per ccra for a few borrowers amongst 
nationalised and foreign banks whobadfotied 
to cover their CRR positions on the penul¬ 
timate day as they could not borrow tauter 
the commercial bills itdiscouating avenue - 
another preferred method of borrowin g so 
as to i void a rise in the base-level net OTL. 
While market reports suggested the day's 
ckwng quotation for overnight money at 6 
per cent, the DFH1 reported the dosing rate 
to have dipped to I per cent on January 6. 

The second fortnight b eg inn in g Ja n ua ry 7 
saw the call money rate remaining steMtom- 
ty high generally in the range of 11 to 18 
per cent but at the same time less volatile; 
it was so even in die last week of the monte. 
This generally represented die anxiety otttiie 
part of the banks to adhere to the new system 
of CRR maintenance which tended to firm 
up the rate in die range of IS-IS percent 
in the first week ef this second fortnight. The 
following week saw s ome c asin g of the talcs 
to a range of 10 per cent to 135 per omit 
except on the reporting Friday (January 2Q 
when they dipped to a low of 5 per cent. 
Apart from the new QRR mwesctimrr sys¬ 
tem, the upward revision in the reaerue ratio 
on certain non-rcsidedl deposits effective 
from January 21. combmed with the general 
shortage ot liquidity, made the rates rate tegh 
in the range of 105 per cent to 17 percent 
in the last 10 days of the amah. 

Thai the call rales were unusually high 
during January 1995 are evident from tee 
fact due the avenge of top-end rates at 17.7 
per cent was the highest in recent mentis 
(Table I). Though the cneffidcsteof vtiriti- 
uon measuring the extern of vohtiMity waa 
lower m January than in D ece m be r , R Itii 
the tact that intraday flne toa tiow s w ere m em 
in January (Table 2). 

The general upheaval inihe money aaarhm 
during January 1995 activated dUfcf ont 
mtKutiom and inetmmrmi to manage, to 
hedge and to p r ofite e r . The rnjrctioa of 
liquidity by the RBI repo f atalities prevsdad 
to bunks through the StO/OWI hire been 
noted earlier. Yet Mother development inter 
market rel sse d to tee operations at tee UTL 
The a uthoritie s ’ expectations west tint tits 
fends mopped up by the UTI through sub¬ 
scriptions to its rights iaaum on its US-'64 
sc h eme would re vert»the money m u test 
and thus help ritittiff the call rates hut tint 
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Period to MMrit) ia upe ndin g order 


per cent on January 26 and the tatter jumping 
to 6.53 per cent on January 27. As against 
the cnd-Decetnber forward premia price of 
70 paise. the forward premia on January 27 
itood at over Rs t.02. at which level ihe 
exchange rate worked out to be Rs 32.41 as 
against the cnd-Oec etn ber rate of R> 32.07 - 

• dapradabon of 34 patae ol 6 per cent in 
a matter of three weeks. (On January 27. the 
IUH retanmce rare for the US dollar, which 
is bated oanooa rates for a few select tanks 
hi B omb a y, t a rra at td to Ra 31.40 from the 
gmeatiy dicky rata of JU 31.37. showing 

• mUd dapeectarton of the rupee.) More 
impwtamiy, the epraad between the bid and 
etk pri m tf fo r wa rd co v ers widened toahigh 
HtSfim >i agttaw the normal differential 


of 2 paisc indicating the Uniting of heavy 
com lo forward buyers. This also Huhcates 
that dollar was being tokl castepot to gam 
the advantage of a weak rupee which weal 
. down tu Rs 31.41 per US dollar and bought 
forward retaking in an upward pressure on 
forward premia. 

The general trend in the forward premia 
in the reoent period seems to be on an 
ascending trajectory, reflecting market 
perception of a possible de p rec iati on of the 
rupee in the near future. First, the trade 
deficit it expected to widen aa the annual rate 
of increase hi non-POL impo rts h m gafluped 
to over 32 per cent Punter, o*i price* arc 
expected to Men a c e as the prices have 
bottomed out now indie anommioml matte. 


The process will al»o be sided toy (he reduced 
inflow of dotlan dee to poor Ms* ponfoho 
invest mem and hmtaed GDR inflow*. 

(4) Pmmaby Market Aucnoae or Oats 

What foe market (expense ret 
men's short-term debt l 
steadily dechiung in tecen 
was menaailverdming in that as die fog end 
of Januaryfearty ternary, there wet ade¬ 
quate re spo nse to a flue yen < 

bond profitably based any 
lower cash outgo for the | 
cash flow inclusive of principal t 
at maturity, no tu deductions at t 
Hie expectation 4 mm nmi* 1 
tfct modmm*cm wnM bt bav. 
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Repurchase Amotions (Repos) 

The Reserve Bank’s repo suctions. done 
twice a month, continued to receive poor 
aesponae with only one bid received in each 
Of the month’s auctions, which too was 
reacted in both the auctions, as in Decembcr 
1994 (Table 3). 

91-Day Treasury BiUs 

The tight Uquidiiy position reflected in this 
. weekly auction also. While a good number 
of bids were received, in terms of amounts, 
they were too Kale compared to the notified 
amounts. The Reserve Bank had to give 
progre ssi vely higher cut-off yield from 1051 
per cent at the beginning of January 10 11.10 
per cent towards the end of the month 
(Table 4). The Reserve Bank has further cur- 
taded the size of notified amount frotnRt 100 
awe in the first two auctions to Rs 50 crorc 
in the su baeq u o n t two auctions of January 
(so also in the first two suet ions of February) 

364-Day Treasury BiUs 

Unlike the above two, these auctions 
received a iriatirrly better re sp on s e. Inter¬ 
estingly. investors bid small amounts in a 
large number of bids. They also expected a 
' higher yield whi c h the ( ov e rntn cin otiiium 
!y Would not have liked to concede. As a 
re wil l , though the Re s er ve Bank accepted a 
majority of fee bids and paid a yield higher 
dure die preceding auction each time, in 
terms of amounts it rejected more than it 
accepted. The yields in the month’s two 
auctions were 10.56 per cent and I0.K6 per 
cent, respectively, which significantly have 
turned out to be much lower than those 



pun bunds. Bonds worth Rs 2,000enure with 
a maturity of live yean were to he auctioned 
on February 2. Given the unduly poor re¬ 
sponse of the market last Deccmhcr(2.77 per 
cent uf the outstanding bills were converted) 
towards the conversion of 364-day treasury 
bills into a 3-year security at a coupon rule 
of 11 per cent, the central hank has pref erred 
the zero coupon bund route which has the 
advantage of keeping the Cut-off price/yicld 
open. Besides, the RBI has also added an 
additional attraction of conferring purchase 
facility to these bunds straight away. 

The market which had just taken a breather 
from the seething rales in the overnight market 
naturally expected a higher yield on the 
bunds. The cut-off price and the implicit 
yield accepted by the authorities on the first 
zero coupon bonds of similar maturity issued 
in January 1994 were Rs 53.90 and 12.7508 
percent, respectively. The expectations were 
based on the tact that the liquidity crunch 
had pushcdfrucrest rates across-the-board to 
a higher level. With most banks offering 10 
per cent to short-term deposits of 46 days 
to one year, the cost of resources for them 
had increased: in fact there have been hints 
held out by banks that they would have 10 
resort to a bike in the lending rates so a* to 
maintain their already reduced spreads. On 
the other hand, major concerns on the port 
of the government and Reserve Bank were. 
two-fold: a desire to bring do wn Interest rates 
on co mm ercial lendings so as to aid the 
process of economic recovery and to contain 
the go ve rnment's growing debt and*debt 
service ratio. If l he go v ernm en t gave a higher 
yield this trine, the investment portfolio of 
banks would also tend to depreciate. 

The results confirmed die central bank’s 
perception uw hwctcjh race nt tne ractmim 
term are likely to decline. Bids worth over 
Rs 230ft cron: were received and the Re¬ 
serve Bank accepted the bids at a cut-off 


price at Rs 54 and above with partial allot¬ 
ment 10 two bidders. At this price, the YTM 
worked out to 12.71 pa cent which com¬ 
pared well with the YTM of 12.75 per cent 
for the zero coupon bonds floated fat Januar, 
1994. (However, total bids received at thta 
lime amounted to Rs.6,995 crorc against 
notified amount of Rs 3jOOO crorc.) The rate 
was not iceubiy higher than the existing yield 
10 maturity observed in (he secondary market 
for gills of similar maturity. 

(5) OffiN MaMCCT OmtATIONS 

The Reserve Bank resumed its open market 
operations once again on January 28. Hus 
time it offered 6-25 percent security matur¬ 
ing in 1996 at a sale price of Rs 9238. The 
same security was put on sale in Dec em ber 
last at a price of Rs 92.31 which meant 
YTM of 10.15 per cent. By lowering dm 
yield further to 10.10 per cent the Reserve 
Bank continued to remain passive in its open 
market operations. At a yield of IOlIO per 
cent, this offer did not match the marital 
(fading rates of securities with similar ma¬ 
turity. Fur instance, on January 25,1175 per 
cent 1996 security was trading at an YTM 
of 12.1249 per cent or on January 21, at an 
YTM of 12.0329 per cent. Therefore, like 
last lime, there were no lakers far this paper 
hi the market Apart from the insufficiency 
of yield to maturity, there was also the 
question of a poor coupon rata of 425 par 
cent winch has impli c ations for the correal 
income and the ensuing year* s profit and torn 
accounts of banks. 

Incidentally, (ha Reserve Bank had atao 
offered on January 28 to buy 12 per cent 
1999 security and 12.35 par cent 9004 at- 
curity it par from the market Theofforbafo 
only as a ma tter of safety net na tnvamor 
found H necessary to salt dw security at par 

to (he centfri bank Trie marital teas mm 
the 12 par cent 1999 se cu ri ty nt Ha fmA 

t* 4 1 


* i 1 - 




= obImmMJj 30. lV4U«en»*Mk wHMnw 
tw ^ repnrewsak often on February s 
tad Imm i placed the bt»»4 «« w»o 
coupon bond for purdMMatpurii e,R*54) 
and the 12 per cent 1999 aocurity for sale 
at IU 98.33. 

(6) New Imuh or PSU Bonds 
and Onoa InmuMENn 

Along with the government''s debt mtukci. 
the publicieclor bonds market, the corporal c 
debt market and the certificates of deposit 
<CD) market aho showed signs of growing. 
Util was a tfirect consequence of the down¬ 
turn in the capital market, the testimony of 
which war given by the withdrawal of the 
mega IDBI issue scheduled tor January 27. 
Private placement of PSU bonds, as also 
issuance of CD, in favour of financial insti¬ 
tutions. became a dominant feature in Jan¬ 
uary aa the primary as well as the secondary 
equity market failed to provide ihc invest¬ 
ment outlet for the surplus funds ol the Pis. 

PSU Bonds 

Many PSUs began to look at bonds as an 
alternate route for raising money. The inter¬ 
esting aspects of this trend was that most 
bonds were privately placed with primary 
investors, viz, banks and financial institu¬ 
tion* and the structure or (he debt instrument 
which reflected a wide variety. Nntablc 
among the bonds issues was Rajasthan State 
Industrial Development and Investment 
Corporation which issued structured obliga¬ 
tion bonds wurth Rs.250 crore. The private- 
ly-piaced bonds of I PC l were worth Rs 200 
crore. The I PCI bonds had two schemes - 
vanilla note and liquid note. The vanilla note 
was a straight offering with 12.75 per cent 
coupon rate payable half yearly. It also has 
a call option to be exercised by IK'I at the 
end of three yews at a premium of 1.25 per 
cent. The liquid note allows the investm to 
redeem the paper through put option at the 
end of each year four times during the bond 
tenure of five yean. The note has graded 
coupon which. beginning with 11.75 per 


cent in flat Ant year, tnewaan every year 
to teach 13,25per cent in the fifth year. The 
1PC1 haa the right to call the nett at the end 
of three ycatitm a premium ofl.25 percent, 

CoqHtrou Bond* 

Thu inatntmenu of float inf'rate bonds, 
however, took a beating aa corporates post¬ 
poned issues of bonds due to volatility in the 
overnight maria. At (cast tbrcc corporates - 
Ashok Ley land. Infrastructure Finance and 
Leasing (ILundFS)and Bharat Forge - were 
known to have postponed their FRNs. A 
market fur SCICI’s KIN also could not be 
created fur the same reason. 


In their search for deposit resources, some 
banks resorted to Ihe issuance of CD even 
though the yields offered have had to he 
pushed to as high as 13 per cent with their 
effective costs touching even 14 to 14.5 per 
cent. This was in sharp contrast to the yields 
of 9-V.5 per cent quoted a couple of months 
ago. The CDs in the recent period have been 
issued by bunks in favour of financial insti¬ 
tutions such as IDBI. ICICI and I PCI. though 
such issues subsided towards the end of 
January. 

(7) Si* okoaky Makkkt 

The trend of distress selling of giil-edged 
paper and increased use ot ready forwards 
in treasury hills and permuted dated secu¬ 
rities which had begun in December contin¬ 


ued in January /The weekly data on the N5E 
operat i on s , as presented in TaMe 6, testify 
to the fact that sell orders generally out¬ 
stripped buy orders on that exchange. The 
system of ready forwards received sn impe¬ 
tus from the RBI's in jectio n of liquidity 
through the DFHI and STCI. as explained 
above. The aggregate amount of ready-for¬ 
wards during January was Rs 6,005 crore as 
per the RBI's SQL data (Appendix TaMe) 
as against a range of Rs 1.200 crore to 
Rs 2356 crore timing each of the previous 
four months. Investors resoled to disiflvest¬ 
ing in state government loans too in older 
to access additional resources. The acute 
pressure faced by funds managers tended to 
distort the behaviour of the yield curve for 
government of India treasury bids and dreed 
securities with sharp upward movement at 
Ihe short-end and downward trend at the 
long-end. The pressure was also reflected in 
the stiffening of the forward premia for the 
US dollar in the domestic intcr-bnk market 
in all its maturity transactions. 

Apart from the activisation of the market 
for CD and CP. the public lector bonds 
market and the corporate debt market also 
showed signs of added activity essentially 
as a direct consequence of the downturn in 
both the primary and secondary markets for 
corporate equities. Many corporates began 
to look at bonds as an alternative route for 
raising money and the investing institutions 
found them as alternative outlets for deploy¬ 
ing their surplus funds. 
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Jan A 
Jan IV 
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No Face Value 
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Gwtmmtttt Securities 

The distress nature of transactions in 
gilt-edged securities is evident from the 
steady declines in their prices which in 
effect had begun in December. The price 
of frequently traded 12.75 per cent 19% 
security which was R$ 103 in early Decem¬ 


ber, fell to R* 102.35 towards the end of 
December, on January 31, it was traded at 
Rs 100.65. Similarly, the 12 percent 1999 
which (he RBI also purchased under its 
open market operations io early December 
at Rs 103.34 was traded in mid-January at 
Rs 101.45: its price finally fell to as low 
a figure as near par at Rs 100.05 on Jan- 


• vary 30, As a r*Mk *f ike teatks^sswi^ 
to avoid booking hags degre e ia U a n inthefr 
older gih-edyad holdings, much of the 
secondary trading has taken place in new 
securities tike, besides the above, 12 per 
cent 1995.11.64per cent 2000,1175 per 
cent 1996 and 11.75 per cent 2001. As said 
earlier, repos dominated the treasury bills 


Descriptions 


Arrow** Tabu: SanwoxaY Tkansattium in OtLT-Euutu Satitmes: RBI's SOL Data 


Week coding January I995; Yield to' Maturity un Actual Trading 
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Tout for the month of 




Amt YTM CY 


1 Twary Bills 

A 91-Day Bids 
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. 

„ 

. 

m 






. 

m 
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B 364-Day Bilb 
i) Jan 26 199$ 


. 


15.00 

9.00 


155.00 

14.85 





170.00 

14.33 


h) Feb 3. 1993 

42.50 

13.31 


- 

- 

* 

- 

- 


- 



42.50 

13.31 


Ui) Feb 17. 1993 

- 

- 


24.50 

12.11 

- 

30.50 

13.66 


3.00 

12.75 


58.00 

12.96 


iv) Mar 3,199$ 

13.00 

12.93 


35.00 

12.36 

- 

13.00 

11.70 


- 

- 


63.00 

12.36 


v) Mar 17. 1993 

1000 

12.37 


10.60 

(2.44 

- 

1.00 

11.65 


0.44 

11.18 


22.04 

12.3$ 


vi) Apr 3.1993 

- 

* 


- 

. 

- 

15.00 

12.01 


- 

. 


15.00 

12.01 


vii) Apr 14. 1993 

3.45 

12.62 


26.50 

12.37 

- 

- 

- 


- 

- 


29.95 

12.40 


viii)Apr28.1993 

765 „ 

12.30 


2.25 

12.14 

- 

327.00 

12.81 


0.53 

9.88 


337.43 

12.79 


ix) May 12.199$ 


- 


- 

- 

- 

63.95 

12.31 


10.00 

12.12 


73.93 

12.28 


s) Jwi 9.1993 

10.00 

12.47 


48.00 

12.38 

- 

30.00 

12.56 


- 

- 


88.00 

12.45 


xi) Aug 4,1995 

- 

- 


- 

- 

- 

5.00 

11.97 


5.00 

12.47 


10.00 

12.22 


xh) Aug 16 1995 

20.00 

12.78 


10.00 

12.47 

- 

1Itl.gO 

11.56 


- 

- 


140.00 

II 80 


xhi)Sepf 1.1993 

37.50 

12.73 


63 00 

12.39 

- 

146.00 

11.64 


6.50 

11.59 


233.00 

11.99 


Sab-total (volume)* 

146.10 

12.86 


234.85 

12.14 

- 

896.45 

12.77 


25.47 

12.06 


130287 

12.65 


2001 Dated Securities 

A Convened (Per Cent: Year) 
i) 12.00. 1993 20.00 1160 

II 98 

20,00 

11.61 

11.97 

96.00 

11.65 

If.98 

124.00 

11.66 

1198 

260.00 

1165 

119* 

it) 12.75.1996 

22.05 

12.08 

1266 

62.00 

11.99 

12.65 

130.00 

1202 

1265 

6.30 

11.53 

12.58 

220.35 

1200 

12.63 

aaa) 12.00.1999 

♦ 

- 

- 

22.00 

11.69 

11.89 

10.00 

11.55 

II 83 

- 

- 

* 

32.00 

11.65 

11.87 

iv) 11.73.2001 

25.00 

11.75 

11.75 

91.27 

11.75 

II 75 

10.00 

11.58 

11.66 

15.00 

11.47 

11.60 

141.27 

11.71 

11.7.1 

v) 12.50.2004 

- 

- 

- 

25.00 

11.96 

12.15 

750.00 

11.95 

12.14 

185.00 

1191 

12.12 

960.00 

1194 

12.14 

Sab-tocai (volume) 

67.05 

11.81 

12.12 

220.27 

11.82 

12.08 

996.00 

11.92 

12.18 

330.30 

II 79 

12.05 

1613.62 

11.88 

12.14 

B Regular (Ptr Cent: Year) 

i) 12.6a 2000 

. 

m 




25.00 

11.74 

12.21 

, 

m 


25.00 

11.74 

12.21 

ii) 11.64.2000 

TOO 

1164 

11.64 




* 

- 

• 

- 


■ 

5.00 

11.64 
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Sell Total 


1 Treasury bill* 
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and central government security transac¬ 
tions during the month. 

A phenomenon which was miticcd in 
Oecemherhut acquired some prominence 
in January relates to the active trading, 
though in driblets, in state government 
loans. In the month of November IW4.10 
date loans were traded for alliHted amoum 
of Rs 10 erore and in December. If* loans 
were traded for Rs 12.6 erore. hui in Jan¬ 
uary as many as 35 stale loans were traded 
for an amoum of Rs HK.6 erore Signi¬ 
ficantly. while the yield curve generally 
indicated a smooth pattern, there was 
however distinct discrtininauou as bet¬ 
ween stales based on the market s risk per¬ 
ceptions 

Distorted Yield Pattern 

The cscesa hokliug of SLR seeuntios by 
banka in the recent past followed by a sudden 
emergence of liquidity strain has caused 
various distortions in the nature of trading 
in gill-ajgcd securities and the resultant 
behaviour of t)ic yield curve. First, the cut¬ 
off yields in the primary market have not 
only risen hut the me has been sharper tor 
•M-day treasury bills than lor 364-day bills 
(Graph D). Second, in the secondary market, 
the yield curve for the 364-day treasury bills 
has e xp e ri e nc ed a distinct and perceptible 
downward dope (Graph El contrary to the 
behaviour tn earlier months and contrary m 
its behaviour in a normal situation. In prac¬ 
tice, with pressure Dor cash the bidders ol 
364-day treasury hills appear to have dis- 
Mped those Ms which are close to the 
red em p ti o n date at depressed prices. Third, 
a w w n a wh a t contrary Mtuutioo obtained m 
the caaa of kng-dmod wcunies where only 
die tangent maturity period securities ob¬ 


tained relatively low prices and the highest 
yield. fcv en su. the yields to mammy lor 364- 
duy uensury hills have remained lar above 
those lor the dated securities (Cnqih Ft This 
is very similar to a situation described by 
Nicholas Kaldor in an essay in I960. Argu¬ 
ing that when the short rate id interest is 
either abnormally high or ahnomully low. 
l he yield curve will he distorted. Kaldor said 
”ai limes when the short rate is very high, 
it is even possible fur the yield on long-term 
and irredeemable bonds lo stand lower than 
the current short rale of interest" (Nicholas 
Kaldor. ’ Ki^nes‘s Theory of the Own-Rales 
i*t llUCICsl' III Collected bumotmi Essays. 
Vol II. E i.uivv on hitmotutc Sl>ihilil\ and 
Cnnctlt. Duckworth. 1961)1. Kaldor lunher 
opmed that live above must reflect the cx- 
peetatKin lh-4 the short rale will fait lit the 
luiure. 

Finally, the yickl curve on stare govern¬ 
ment securities, where the number of (rans- 
actHHisdunng the month was very large, has 
hehaVcd in a normal fashion, of yields rtsmg 
wit h lengthening maturity dates up to a certain 
high level (Graph lit 

PSV Hoods 

There hqs been a growing mismatch bet- 
w a ecn buy and sell orders in the PSD bonds 
market with sole idlers lar outstripping the 
buy oilers (Table 6). Because of (be pre¬ 
valence id high prices, the actual deals 
turned out to be meagre. Only a few se¬ 
lected PSU bonds were traded w the market. 
These were NTPC. HUDCO.tRFC.RBCL. 
DVC. NUT, MTNL. IDHt and PFC The 
yields on there pupers truly reflected the 
risk borne by the investors tn hoMutg them. 
Hits was a punitive sign lor (he fledgling 
bonds market. 


Cotmnrntal Pa/ier 

Activity in the commercial paper market 
also gained momentum with the avadabriily 
ol a reliable trading flour in the form of NSE 
screen since December IW4. CPs issued by 
Alpie Finance. BPL. fTC Bhedrachelaan. Jam 
Irrigation. Dahur and K3 changed hand at 
yields in the range of 14 lo 18 per cent, 
though the amuunu traded were generally 
small. Quire surprisingly though atone point 
,tl time the me offered by CP and (hit on 
government's treasury bills m a nug g d . baa d 
was a momentary and shortlived ooaurence. 

Certificates of Depot* 

There were only a tew deals Worth Rs 43 
cnuvin the secondary market taroMflcirei 
of deposits Jonng Ok Brat week of January 
(Table hi. 

NSE and SCL Operation! 

The sigmlkom diverpenoe between defer 
value ami traded value on the NSE waa 
indie alive oi the fact that a w a un used the 
NSfc tor testmg the market mure than for 
tnufcng. Besides, there h aa b e en a ad h o ntHd 
ditferencc between the tramaction* done on 
the NSE ami tbure recanted by the Reecree 
Bank's SGLA4I the eeamtre* wtechcan he 
traded through the SGL recorded a much 
higher vote ore there and onljt nominal 
amounts at the NSE floors (sec A p pcnd ti 
TjNc compared wnh TaMe 6k 

tmer-Carpomte O qmnu 

baa-corporate deposit* a ppea r to hare 
remained subte during the mredh. Thaugh 
eatmuaesoi the vutenres were wdarealariW, 
the going rare* were between 12 per cent Inr 
NO days and 16 per ce* tor oare pear 
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Impact of Joint Ventures 
on Fish Economy 

Joint Kutea . 

To permit the government’s new policy on joint ventures in fisheries to 
proceed tantdmounts to allowing a handful of bureaucrats and politicians 
to usurp die custodianship role of the state and trade die inter- 
generational heritage of our marine resources to parties who are openly 
interested only in short-run profits. 


rationale is that these ventures are 100 per 
cent export-oriented and this will augment 


ON November 23 and 24.1994, the marine 
fishbw industry of India spread across nine 
maritime states covering a coastline of over 
7,500 kilometres struck work and came to 
a virtual standstill, ft is our a s sessment that 
about one million persons stood off from 
work at sea, processing plants and markets 
during these two days as a mark of protest 
against government policies permitting joint 
Ventures virtual free access to the fish in the 
Indian Exclusive Economic ZonefEEZ). 
Considering that this is an industry which 
is largely dominated by livelihood and 
SMbarsteucip motivations, this is no mean 
ach ievement Another important aspect of 
the fish strike was that significant sections 
of fish consumers - whose total number in 
the country is estimated to be at least 300 
million- also consciously chose a fish-free 
diet on thoae days- 

The credit for this goes to the National 
Fisheries Action Committee against Joint 
Ventures (NFACAJV) spearheaded by the 
National Hshworfcers’ Forum (NFF), the 
federation of small-scale, artisanal fish- 
worker unions of the various maritime states 
in InduL The NFACAJV was. however, a 
consortium of strange bedfellows - tradi¬ 
tional enemies so to speak. The artisanal 
^fishermen were joined in this struggle by the 
■ owners of the small mechanised trawlers, as 
well as oper at ors of export processing 
facilities. The latter two have always been 
teoonfiooiatioo with the artisanal fishermen, 
during the monsoon months, on the question 
of regulating the operations of the shrimp 
trawiais. The daahes between these groups 
have always posed grave law and order 
problems right around the country's 
co ast line . But they were together on the 
NPACAJV having drowned their diffe¬ 
rences to confront a larger, common foe - 
the nearly arriving larger fishing vessels 
from f ot ejpi waters who have been given 
a ‘Wank cinque' to the fishery resources of 
indU. As part of the post-1992 IMF-World 
Bank moa ttO ted liberal rranomir policies 
of the government of lixka, the BEZ has 
been opened up to ‘joint ventures’ between 
fcacign and In d ian co mpa ni es.The e conomic 


our foreign exchange earnings on the current 
account To date about 1701 icences involving 
about 800 vessels are said to have been 
issued. It is not known as to how many of 
these licencees have commenced operations. 
The authorities were however very tight- 
lipped on this matter following the strike call 
by the NFACAJV. However, considering 
that the decision to allow joint ventures in 
fishing was taken at the highest political 
decision-making level in the country, there 
seems to be little chance of an easy rotiing- 
baefc of commitments. One possible scenario 
is that, in the face of such a hostile 
environment within the industry in the 
country, a few of the foreign counterparts 
of the joint ventures who have received 
licences may fight shy of making the actual 
investments. 

If joint ventures are a fail accompli, as it 
is made out to be at the political level by 
the concerned minister, given the state of the 
resources and the brief history of deep sea 
fishing using Urge fishing vessels in Indian 
waters, what wilt be the impact of these new 
joint ventures on the fish economy ofindia? 


First, let us look at die resources. Making 
resource estimates ofthe living marine wealth 
of the country has not been a major 
preoccupation of the country’s fishery 
scientists. The estimates which were being 
quoted with bibikai authority were based oo 
an article by three scientists which appeared 
in 1977 in a now-professional publication 
(George 1977]. According to this estimate, 
the maximum sutfahabto yield (MSY) of 
the 2.02 miUkm sq km tmHm£EZ was 
placed at 447 million tames. W this 2.26 
milKoa tonnes (50 per cent} wm located in 
the inshore zone betwoen Iht coast and the 
50 m isobath. New estimates mads in 1988 
however placed the MSY at eaiy 3.921 
million tonnes btf indicate tos potential to 
the inshore tone-to be 12t mttfen wanes 
(58 per cent) and to the olfthoai MW (5ft- 


500+ m)« 1.641 miihon tomes [Sedan 
1988]. Such estimatre of relative abuadai 
are however no substitute for knowta 
about their spatial and seasonal cowo 
nations. On the whole the resource s U 
a rather low density which taaket them Ur 
unsuited to large-scale commerc 
exploiution. Taking the area of there ape 
and their respective MSYs, we see that 
density of the fishery resource per sqkn 
about 70 per cent higher in the inshore » 
(I I tonnes) than in the offshore (6.5 toom 
Based on these official resource eatinu 
and with the assistance of informed indus 
sources, the market value of the uaexplot 
resources in the offshore zone, which 
theory are to be the realm of operation 
the joint ventures, were also roccn 
calculated [Giudicdli 1992). It Ueatima 
that as much as 48 per cent of the resou 
(0.54 million tonnes) is valued as ‘k 
(between US $ 500 and 1,000 per tom 
and 38 per cent (0.43 million tones) 
‘very low' (below $ 500 per tonne).\ 
real commercial resources - those whi 
are assessed to be valued above US S1. 
per tonne - account for a 0.164 mill! 
tonnes, and of this 60 per cent are local 
in the west coast region. 

Histosy of Dees Sea Ftnwo 

Second, a brief history of deepsea fishii 
The involvement of big business in Indi 
fishing presumably for ‘deep sen fishing' 
not totally new [Kuricn 1977]' There u 
a phase when the Indian subtidiariea of w 
known multinational corporations I! 
Unilever, Union Carbide and so forth ma 
their foray into the sea. This phase did . 
Imt for very long. The labyrinth of regulatin 
in the country's industrial Ikxnsingpoiici 
and the organised opposition to ‘big. N 
MNC’ capital by ‘small, nationalist’ cap* 
played an important role in curbing at 
finally phasing out this involvement Havii 
achieved iMs, ventures by national capfc 
encouraged by the liberalisation of the cat 
1980s, and with the backing of speciality 
oedft agencies, began to dominate the seen 
By the post-1985 period there wm a ru 
into “deep sea fishing" with the use . 
chartered vessels and newly purchased bor 
as well. The number of deep sea fishii 
vessels in India rose from 68 in 1984 to I 
in 1991. making for an accum u lat ed : 
rating of28,700HP»IU00HP[Gfedkei 
1992). Ail efforts were rnacaomead in tl 
Bay of Bengal for harvesting of Ihrtmp ! 
a quinquennium, most of the 180 vessels < 
that fishery were running heavy leases as 
the credit institutions wars mddM w" 
lame wton-etechaMs tt saa Alfoasaooe 
of the Association of Indian Flshei 
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Mdy was Made by aa FAQe oawritant k> 
recdne the treas ures w hi ch Q UUld be taken 
Why the ti nation aod wpit ways 
Db mm®* we HMiHlwlM reoepwymeffl 
oi«nndMkMoftl»fl«MfO]u(RedU 1992). 
Ida report make* an sxtsasive analysis of 
re resources fromabiotogiari md economic 
MdpoiaL TW* i* foflowed by m extern! ve 
view of the history and problems faced by 
te present deep sea fishing fleet. Following 
it the report o o no fed et that the present 
iticaliitiMtkm of the deep sea fishing fleet 
India doe* "not reside in the technologies 
jptted. which an appropriate, nor in the 
wimp market, which ii still strong” 
3iudkeili 1992:27] but mtber on six other 
atom which are worth elaborating in the 
rntext of this analyst: (i) the competition 
om the nnall-wale mechanised fishing 
Data, (ii) the over-capacity of the deep tea 
eel in the main shrimp fishery. (iii) absence 
attractive markets for the by-catch, (iv) 
weace of commercially valuable aftenuti ve 
h resources (other than shrimp), (v) lack 
specific professional managers for the 
eel.*and (vi) lack of stamina of (he sea¬ 
ling and shore personnel. 

In conclusion the report suggests that the 
eed of the hour is redeployment by 
versification of the activities of the present 
eet equipping them with better on-board 
zhnologies like winches, hydraulic long- 
ne drums, etc. The existing managers, 
tippers and crew should be trained and 
KMivated for this redeployment Some 
roblems are foreseen in adopting this 
Iggestod approach. An important one is 
tat "recent policies of the development of 
iduatrial fisheries in India rely exces- 
vely on foreign input and interference” 
jiudicdli 1992: 30). 

Rationale k* New Joint Vum»K 

Given this status of the fishery resource), 
the offshore and the history of deep sea 
thing in India alter 1985 why should new 
•reign investors and Indian counterparts he 
ring for the joint venture licences? 

Past of the answer to this question is to 
found in the present scenario in global 
thing. Global marine fish catch has 
ig n ated around 85 million formes after 
>89. Taking the 13 PAO statistical areas 
m on it o rin g global marine catch we see 
«t between 1970-90 in nine of them there 
a visible downward trend (PAO 1992}. 
■king the world’s fishing fleet as a whole 
kO fttimaan that the annual operating 
eta in 1989were in ike order of S 22 brlKoo 
cater than the total revenues with no 
count being taken of capital costs (FAO 
93J. DtstanT water Ashing vessels world 
w are Ut particularly bed shape. Theit 
rechlea we re bulk up over tho years with 
asrirestMeaubskfles which promoted easy 
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built, has a ftlrty long saaasmi r Kfe and 
Hms s httn a rire n s r ert t wrlk a n aa s cra p m et a l . 
Redeployment toother lessexptohed fishing 
arem is therefore the only solution for ownan 
who wish, for w ha tever re aso n or com¬ 
pulsion. to continue hr huiincst Adding to 
this already grim situation is the fact dr*, 
much of (he huge distant wmer fleet of the 
erstwhile Soviet Union is up far sale for a 
song. The* vessels are on average very 
large and many of them were basically 
constructed for foul onboard processing of 
any living resource from the sen. 
Consequently, second hand teasels for new 
joint ventures - which is the contribution 
of the foreign partner *- are available at much 
cheaper rues than ever before. That the* 
vessels are ecologically i na pprop ria te for 
fishing in muhi-specie tropical waters, and 
more often than not, far above the required 
specifications is not an issue with the investor. 

Given that the Indian Ocean is one of the 
least exploited oceans (though the least 
productive too) there is a general movement 
towards this region by distant water fishing, 
vessels in search of obtaining a fresh lea* 
of life. 

The liberal Indian offer seems to have 
come at the right time for them. All the 
tabs have been taken out of ore earlier 
norms for joint ventures. The state has thus 
madethelndianEEZonehuge ’openaccess 
regime* and the resource is up for gratia. 
In such a regime there are no ‘property 
rights' - it is 'possession* that is proof of 
property. Hence the scramble to get at it 
quickly before too many join the fray. The 
meice is really not for any particular variety 
of commercially valuable fish, but for any 
fish resource whkh can be harvested 
qdickly in order to obtain a profit on the 
investment made. From the side of the 
Indian government they've provided every 
bait toattract foreign investment: subsidised 
fuel (cheaper than what the traditional 
fisherman pays for his kerosene to run his 
outboard motor); hundred per cent export 
with permission fur trans-shipment at sea 
•(ensures that there can be no check on the 
nature or the quantum of the resource taken 
or the level of discards made); no 
compulsions to dock in an Indian port 
during operations (no forward linkages into 
the economy); permission to use any foreign 
port as base of operation for fishing in our 
EEZ (encouragement to in volve inactivities 
other than fishing which may jeopardise 
national security). 

Gown rwcw Areao 

What are the Hkdy consequences if dm* 

WIWM^PCOWIwaniWro U CtH C&IKT W i iy 

come to fish? 

Mow Chrptrs; The m^ority of Me licences 
have been given for operations along the 
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in qmtity and value tanas Me posrnriai 
wa o u ree s in Me offMo re (beyond 50 at 
isobath) ofthis region are the largest <a the 
Indian EEZ. Over 73 per cent of the 
raeoaroes oondderedcotomereisBy valuable 
aod over 30 per ceat of the resources valued 
at 'low* oad ‘very low* are found in three 
waters, it must also be nosed Mm Me mahore 
tea of Me wed const, particularly off Me 
stmes of Got. Karnataka and Kerala are Me 
moat productive in the JndtaEEZ. However, 
thtiudto the region wah the highert density 
of fishermen per square kilometre of EEZ 
They are also known so be the most skilled 
fishermen of the country, fishing in waters 
fvbeyoad the 50m isobMh using their ihmI- 
scale vessels. Today these fishermen are ato 
the most ntitiani sod well o rga n is ed aod 
have provided the main impetus for Me 
opposition to the joint v entur es under Me 
NFACAJV. We have here the right recipe 
for conflict - bitter conflict A day befo re 
the national fish strike, the government of 
India proudly ren o un ced that the conflict 
potcatials wiil be reduced be ca us e they would 
impl em ent a 'corridor at sea* which wosM 
be enforced by the coast guard. Hus only 
reveals further the total lack of rihdrmnuWag 
of (he socio-economic aad the ec ol ogical 
realities of the situation at hand on Me past 
of the policy-makers. 

Resource Ruin: The qnsck'profit-mafciag 
compulsions inherent it the situation 
juxtaposed over the unchangeable nature of. 
the resource distribution at sea. win creabiae 
to ensure a ruin of the fishery m aoa reu . 
Central to the punah of profit is Mn crisis 
of ecology. In a tropical sea t xn a y as u n . 
where the specie-interaction* are h i g hly 
complex and litde studied, even if weataame 
that the joint venture vends stay ia Me real 
‘deep aea'.the impact which dwirapaatiam 
will have on the rest of Me n x x y a ra and 
the resource therein, are b ound «o bo 
damaging. Many of thespeoaare'nmddMng 
nocks* which move in and out of the in More, 
offshore red the deep sea at difforem points 
in their life-cycle. Consequently, me rely 
because resources are h a rves ted ia the 
offshore waters provides ao gaaraaiec 
whatsoever that such action will not affect 
the variable resource base to the iasbere 
tone. The point is that our scientific 
knowledge aod un d eman ding of Mis is 
lim ne d . This w ar re n * more pre c re ti oaa ty 
ap proac h to the management of the Ra ha t y. 
hddug near in iii mumr few Meat wrests. 

least de sira bl e action to be taken *at Mis 
Juncture. 

jjtts Fish fur Loud fwaaptif Huring 
thewecfcofthcNFACAJVspruporednrila. 
one joint venture vassal (orifhnMy a USSR 
veaacDcailadai the port ofCtiokaa la Kendo. 
Her catch was compo un d of lflOO to a aci of 
targe pachas end snappers - the reaiessay 




of tte hook «>d lira ftthermreiro he *ou them 
pan* of Kerala and one of the icHshed 
varieties in the local markets. Ifjoim ventures 
take hold, the prwpocu of less fish for local 
consumption it a foregone conclusion. But 
urban consu m ers need nor he dismayed. An 
advertisement appearing in a national 
newspaper at about the tame time assures 
urban Indian fish eaters who buy their lish 
from the cold-storages, that "Norwegian fish 
will be flying into India" as though ui 
compensate for the loss of perches to (he 
joint ventures! This honour of being able to 
eat Norwegian fish is alto the flip tide of 
the new liberalisation policy which permits 
easy imports. 

Exploitation of Warier*: Ruin of the 
resources and exploitation of the workers 
on board the fishing vessels go hand in 
band, particularly if the objective of the 
enterprise is to get away with quick profits. 
The majority of the crew ami the deck 
hands on these new joint ventures arc mu 
likely to be Indian tishworkers. They will 
moat likely be’composed ol the 'traditional' 
crew of such deep sea vessels - Filippinos. 
Thais. Taiwanese, Mauritians ami a lew 
Indians. The evidence at hand indicates 
that the recruitment practices, employment 
terms and working conditions of these 
workers leaves much to he desired. The 
implementation of relevant ILO conven¬ 
tions pertaining to fishermen is often 
Homed by maintaining that the kind of 
fishing vessels being utilised exempts them 
from coming into the purview of these 
conventions. 

Stifling of National Indtutry Initiative 
Such an open-door policy for joint ventures 
has proven on a world scale to be beneficial 
only toahandfid of financiers and merchants. 
It promotes global redeployment at the cost 
of national redeployment li thus fails to 
create independent and genuine national 
fisheries enterprises. The present evidence 
available points to the fact that very few ol 
the bnKait counterparts in the newly licensed 
joint vent u re s have arty demonstrated history 
of involvement in the fishing industry. It is 
reported dial very few of them even belong 
to the Association of Indian Fishery 
Industries. India is a country with a rich 
maritime fishing tradition. It has a highly 
skilled and enterprising fishing community 
bordering the whole coastline and 
d e m on s tr s aed national technotogtcal capacity 
to make our own hardware fur the every 
sector ofthe fishing industry. Allowing joint 
ventures a free play is the surest way of 
s o u n drtgt ltcdcjth-hncH of national industry. 
A careful and selective choice of joint 
venture col la tio riti om. where the nature of 
mve-stmeM mode is based on our national 
priorities and needs, by investors with a 
good tract re co rd, is what we must aim to 
achieve. To achieve ibis we neod an 
'umbrella' body which represent* the 






imerests'tifaH I be stakeholders btfhefiahory, 
including the otmsumorx.Such a body must ■ 
guide and monitor joint venture operations 
towards the larger social good, without 
depriving the genuine investors adequate 
and sustainable return*. 

Own .inn w 



joint vcmmwtm fisheries •»' 
vantamoums Ur> a (tawing a hand fill of 
bureaucrats and politician* to usurp the 
custodianship rule of the stain and trade 
this intcrgenerational heritage of our mnrine 
resource* to parties who are openly 
interested only in sburt-rmt profits. This 
iian affront to civil society at large. It must 
be opposed. 


When mt explicit property right i* defined 
in a natural resource within a, country's 
territory, we regard the state to he it* 
'custodian* on hchuil of the present and 
future generations. In the context of the 
living resources of the Indian BEZ, at stake 
is more than just the 'benefit* of earning 
foreign exchange or the ‘cost' of rein of the 
resource We are conlrontcd in India with 
a situation where the artisanal fishworkers, 
the small mechanised boat operators and a 
section of the deep-sea fishing operators 
with some history of involvement in fishing, 
are all up in arms against the present joint 
venture policy ol the government. It therefore 
stands to reason that this new policy is 
fuelled by motivations and considerations 
which arc obviously intended to favour a 
few but are wrapped in the packaging of 
liberalisation and free market ideology which 
is being touted as the only path let! to solve 
our problems. To permit this new policy on 


HCfcmm 

FAO 1 1992): Review of the Stria* of (he World 
Fishery Resources'. FAO Athene* Cticatar 
No 710. Route. 

- 11 Wt): 'Murine Ftihcnes and die Low of the 
Sea. A lA'cade of Change'. FAO Athene* 
Circular No K.VV Rotae. 

Geor^t. P C ct at (1977): Fixkeey Rttounn 
of lie ImIuih Ft tmottiif Zone, wuvemr 
issued on the occasion of the Silver JaMtoe 
Celebrations of the Integrated Athene* 
Project. Cochin. 

. fihulicctli. M 11992): Study on Deep Sea Fit h- 
enex Development w ludui. FAO, Rome. 

K or ten. I (1977): 'Entry of Big Business into 
Fishing: Impact on the Fish Economy'. 
Feommm- and Fulttical Weekly. Vol drill. 
No ta. 

Sudarsan, 0 et at (I9KH): 'Marine Fishery Re¬ 
source Ptueniiul in the Indian Exclusive Zone 
An Update'. FisherySurrey >4 tndto Bulletin. 
No IK. Bombay 



OUTSTANDING BOOKS 


MDU8TRIAL 8ICKNE88 M INDIA 


Discusses the Qiowing magnitude of industriel sickness in 
to various aspacts and investigates into tha various causae 
leading to it and to coneequenoee on the economy as a 

wnon. 


1M6 ISSN I1-710M1M Ram 

manaoement of agricultural pollution 

MMOtA 

EdNora a 8. Ohatoaal, B. 0. Kanato 

Oflers a criticaj analysis of tha role of in t e ctici dee, heitt* 
cidee, fungicides, fertOzen, farm machinery and domestic 
and industrial effluents in pollution of dMtoent Components 
of ouranvironmant 


iMNfi-TiaB-m-o 


Sove Indtan Pubhshlng—Buy Indtan Books 


COMMONWEALTH PUBLISHERS 
4375/41, Ansort Rood. Murorllol Street, 
New OeihM10002 Fhone. 3272041 


J 





Crisis of Marath* Hegemony 

G^lGin 


The recent gowari stampede and the harassment qfdaUts over the ‘gainin' 
issue In parts ofAkoia are an indication of the growing crisis afmaratha 
hegemony In Maharashtra. 


THB tuu response to the stampede i n which 
more than 113 gowaris, moetly women and 
children, died on November 23.1994. and 
to the evacuation of (be dalttn from the 
'gairan' (pneture land) through mindless 
destruction of die funding crops in nine 
villages of A kola district in Scptember- 
October 1994. has led to a vociferous re¬ 
action. from different sections in Maha¬ 
rashtra. However, some political observers 
have explained the stampede from an aca¬ 
demic point of view, suggesting a need to 
take a sociological and anthropological 
approach for finalising the reservation cat¬ 
egory for the gowaris (Malmmhtru Times , 
December 6. 1994). Other scholars and 
government bureaucrats have taken a con¬ 
stitutional and legal approach towards 
the tragedy, arguing that reservations to 
gowaris are constitutionally untenable and 
socially disastrous { The Times of India, 
November 23. 1994). Certain experts have 
called upon the bureaucrats and the politi¬ 
cians to explain to the gowans the consti¬ 
tutional procedure to register their demand 
(EPW, December 3. 1994). 

The response of the opposition to the 
gowari tragedy was not only belated but was 
also motivated by narrow political consi¬ 
derations. None of the opposition leaders 
made an effort to approach the more lu and 
acquaint themselves with the grievances of 
the gowaris. But once the tragedy occurred, 
many opposition leaders came forward to 
capitalise on the issue. The BJP used the 
issue to settle scores with Sharad Pawsr and 
pressed for Ms resignation. The assembly 
speech of the leader of the opposition. 
Gopinath Munde (BJP). targets Pawar but 
rarely touches the grave issues involved in 
the incident- The BJP attempted to win over 
the fledgling gowari leadership by 
per fo rm in g last rites of the d e cea s e d gowaris. 
It now phns to construct a memorial in the 
villages at the victims. The leader of the 
separate'Vidarbhamovement is also reported 
to have filed a case gainst the chief minister 
and the state home minister on behalf of the 
gowans. However, this legal aid' aims to 
enlist the electoral support at the gowaris 
for the perty in the coming assembly 
(taction*. Tty roteofother opposition lenders 
waaftrftgmarisflKtory. Majority of them 
had voiwienrad to resign in protest but with 


the sole exception of Makftaram Pawar of 
Bahujan Matauangh, none implemented it 
Such half-hearted response made tl{e 
Congress task of foiling the no-confidence 
motion tabled by the opposition much easier. 

The Congress government cannot be 
absolved of the insensitivity and the high¬ 
handedness that it showed while handling 
the gowari issue. At it dear from all news¬ 
paper reports, the government refused to 
treat the gowari morcha seriously denying 
audience to more than 30,000 gowaris. 
Secondly. the police bandobast was far from 
adequate to manage such a huge more ha. 
The morcha contained a Urge number of 
women but only a handful of women 
constables were on duty. The Congress 
ministers did not even visit the wounded in 
the hospital and express sympathy to the 
relatives of the deceased The chief minister 
chore to remain at Bombay. (Interestingly, 
during the last winter session of the state 
assembly the chief minister had rushed to 
Pune in order to sympathise with the parents 
of innocent children who were killed in a 
rail accident.) The home minister of the state 
visited the victims but later, had a pleasure 
trip to the tiger park in Tadoba forest of 
Chandrapur district The supporters of the 
chief minister advanced security reasons to 
justify the latter's failure to meet the victims. 
That the gowaris were an aggressive lot is 
a post facto rationalisation of the govern¬ 
ment's callousness. In fact no violent mood 
was evident amongst the protesting gowans. 
Moreover, as a pan of postfacto rationa¬ 
lisation of the police action, the government 
sources claimed that criminal dements from 
the mob attacked the police, forcing the 
latter to uke action against the gowaris in 
self-defence. If the police were attacked, 
why not a single police was repotted injured? 
The most inhuman part of the emire tragedy 
was the local authorities cramping the dead 
bodies of the gowaris into suae transport 
buses. In fact, ambulances from govern¬ 
mental and voluntary agencies could have 
been made available to carry the dead bodfes 
to their d estin a ti o n . The gowari leaders 
alleged that they were denied an anti-re 
by the Confrere leader shi p of both, the rtasc 
and the certrafkve!. The sane government 
instituted an inquiry committee after 
considerable h esit a ti o n mi laser out of 


politics! compulsion dec la re d 2 per cant 
rnsenratioo for the go wa ri s . 

The callous tre a tm en t meted oat by the 
state govern me n t has been read by some at 
routine hostility of dm government towards 
marginali sed sections of the society. Such 
explanation is insufficient because the 
Maharashtra government, at least theo¬ 
retically. hat shown concern for (he welfare 
of delta. tribals and wome n , and is taking 
special efforts to organisecanewtse meetings 
of these groups. In fact, it was the stale chief 
minister who was responsible for arranging 
meetings of the gowaris with the social 
welfare minister at Delhi The press to 
Maharashtra explained the gowari toetdeat 
as an outcome of factional infighting withto 
the Congress. This a rg u me n t projects the 
gowaris as a captive populace, mobilised 
mechanically by (Ik factional leadership from 
V idar bha it d'v'ei iw lyMturmti 
existence to die gowaris who are trying to 
carve out ao independent place for themselves 
in the Vidarbha politic*. This is borne out 
by their efforu u> organise toc n e t ve s on 
the issue of reservation Uitce 1980onward s . 


Secondly, unlike western Maharashtra. the 
absence of patron-diett relationship to 
Vidarbha has made it difficult for dm' 
Congress to maintain its dominance overthe 
deprived sections of yidarbha. Thus, the 
fresh attempts by die other backward castes 
to organise themselves independently of the 
Congress in Vidarbha and Marathawadx, 
has certainly influenced the gowaris. It 
seems that the logic of welfarism ao mote 
satisfies the rising a e ra tions of the sub¬ 
altern sections of Maharashtra. Further, the 
promises the state has been giving to the 
deprived sccuom hat ahcMtcdihe mandat, 
especially of Mamhawada. This tinting of 
alienation among the marathas was e vident 
during the renaming of Mamhawada 
university and also, during the de cla ration 
of Maharashtra government's Wo me n 's 
policy. 

In view of the election remits of dm 


neighbouring states, the Congress in 
Maharashtra can ill-afford to perpetuate toe 
feding of aheution among the nanuhaa 
who virtually control aO dm co-operative 
institutions in die state and decide the 
electoral fate of 104 MLAx. ThbCmqpem 
has already started to redeem its amrathe 
solidarity, impoctMt Mndn iMdvs 
from we — Maharashtra have re-joined 
the Congress while tome are on the way. 
In this context it is i m p ort m l to auto tout 

the police officers to withd ra w toe VCR 


Hats. the st rategi c location of die tamwtom 
at crucial c entres of power ewfetes toe 
Ceggrets to be tonkffereat to the atttotocnuL 
The mamba imp ottti on bnonmas easy 

ggpcttfiy HI WMC flPMft WWt WMHni 
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ambit tons. The gowari tragedy allows (bat 
the politics of the domhtant will decide the 
extern, of democratic space to be conceded 
to the marginalised. The gowari issue under¬ 
lines a shift from the maratha hegemony, 
m ediat e d by conciliation of heterogeneous 
interests of the bahujans, to the maratha 
dominance, intolerant of subaltern 
aspirations, ambitions and self-confidence. 

This shift from hegemony to dominance 
is also evident in the state response to the 
dalit land question in Maharashtra. The 
destruction of the standing crops in the 
‘gaiian’ of nine villages, namely. Lohari 
(khurd), Lohari (budruk), Pathardi. 
Panchagavan. Akoli Ruprao, Malcgaon 
Bazzar. Ukali Bazzar. Pastul and Chalgal- 
wadi of Akola district is the case in point. 

The stale rcsponre to dalit land question has 
been varied. In the first phase (1959-69). the 
Maharashtra state appears to be somewhat 
sympathetic to the dalit question because it 
is during this period that the dalits could get 
whatever little land transferred on their name. 
The Maharashtra government claims to have 
distributed 1.46,827 hectares of surplus land 
among 37,370 dalits in the state |R V 
Bhuskulc, Sujan 1993]. This, sympathetic 
attitude of the state was influenced by three 
factors. Firstly, the huge mobilisation of the 
poverty-stricken dalits by Republican Party 
oflndia(Gaikwad)in 1959 and 1964 forced 
the state to approach the dalit land question 
sympathetically. Secondly, the food shortage 
created after the second world war also 
prompted the state to allow the dalits to 
cultivate the gairan on ene-year contract 
basis. Finally, the maratha leadership was 
responding because it wanted to consolidate 
its hegemony by entering into an alliance 
with the maratha. The process of hegemonic 
appropriation of the dalits was complete 
when the"RPl (Gaikwad) joined hands with 
the Congress in 1969 
The marathas did not make any organised 
attempt to oppose the dalits on the land issue. 
The marathas. particularly from western 
Maharashtra, unlike their counterparts from 
Marathawada and Vidarbha. did not have 
serious problem of surplus land. They had 
neither to face problem of gairan encro¬ 
achment by the dalits as the latter had the 
'maharki' land which was later cornered by 
the central gove rnm ent cither for constructing 
the Miny-Hubli railway line or government 
offices, schools and hospitals. Bui whenever 
there has been an attempt to threaten 
the land interest of the marathas of western 

Maharashtra, they have opposed H tooth and 

nail. For example, the state government in 
1971 introduced land reforms which made 
family, and not the individual, as the unit 
of ceiling. This was opposed by the rich 
peasantry of western Maharashtra. As a 


result, the state government had to Abandon 
the land reform. However, during this phase, 
except for one dalit family of Lohari khurd 
the dalit did not get any surplus land. The 
straggle for ceiling land was replaced by a 
straggle for the government land, which for 
various reasons did not immediately threaten 
the class/caste interests of the rich and 
powerful marathas. However. Marathtwada 
Vikas Andolan of 1974 and subsequent 
factionalism among different maratha 
groups within the Congress led to cracking 
up of the maratha hegemony. The hung 
assembly led by Sharad Pa war took the 
decision for regutarisation of gairan more 
as need for legitimacy that was necessitated 
due to the tension with another maratha 
faction led by Vasumdada Patil. Thisdccision 
was also influenced by the tribal struggle 
for government land, going on in north 
Maharashtra. But by and large the decade 
of 1970-80 revolved round cultural issues 
that had become a major concern of dalit 
politics in Maharashtra. However, the 
common dalits who realised the limits of 
cultural issues in terms of solving material 
needs had to plod lor means ol survival. 
Therefore, in view of the inaccessibility of 
the ceiling land, the dalits from nine villages 
of Akola district concentrated their efforts 
on the cultivation of gairan. Thus. 19X0-90 
marked the intensification of the straggle for 
gairan. During this period the displacement 
of dalits from the gairan was achtcvixi through 
terrorism and repression unleashed by the 
Shiv Sena and upper-caste village goondus. 
with tacit support from the state. For 
example, in Lohari khurd (19X6), Pathardi 
( 19X8) and Panchagavan. the village rich, 
in the very presence of the police, are reported 
to have used Shiv Sena and the village 
muscle power to terrorise and evacuate the 
dalits. in rest of the villages the uppcr-castc 
imposed social boycott on the dalits. In 
Avahanc village o| Jalgaon district, dalits 
were roasted alive by the uppcr-castc village 
goondas while skulls of two dalits were 
shattered into pieces by the uppcr-castc* in 
Umboni of Jafna district. Il^is alleged that 
a CPM activist was killed in the police firing 
to terrorise the tnbals in Nasfuk district 
forcing them to forsake the government land. 
This repression led the left and the dalit 
groups to form the lamttcss agricultural labour 
anti-atrocity committee and the land right 
protection committee. These committees 
successfully sought the intervention of the 
state governor. Thus. 19X0-1990 represent* 
violent displacement of the dalits by the 
non-state forms of repression. 

But after 1991, one finds the state taking 
over the task of terruri»ing4he dalits over 
gairan issue and subsequently displacing 
them from (he land. The shift from non-Male 
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has to be understood i* tenra of t 
protection tne upper* cmc« vptpmio. iw 
was evident pattieulariy in case ofLabati 
, khurd in Akola <S strict where the upper- 
caste village rich feel harassed bytheirlotif- 
pending court caaea. In Maharashtra, the 
state government hat uaedfhegrampMChayat 
for the displacement of the dalits from the 
gairan. The Gairan Act of 1991 came handy 
for the grampanchayat to alienate dalits from 
their land. According to the Gairan Act of 
April 1991, the state government haa vested 
the final authority of regulariaation of the 
land deals with the grampartchayat. 
Previously, the district collector took the 
decision regarding the gairan problems. It 
is possible for the grampanchayat to keep 
aside some portion of the gairan for grazing 
and allowthc dalits to cultivate the remaining 
part. But the grampanchayat of the nine 
villages of Akola district decided to reserve 
entire gairan lor grazing or for social forestry. 
According to Bhaskarrao Jadhav, a reputed 
leftist leader, about SO per cent of the gairan 
has been handed over to the social forestry 
department by various grampanchayau in 
Maharashtra. In fact, if the state governme n t 
is sincere to help the dalits. it can take away 
the gairan from these recalcitrant gram- 
ponchay ats on the grounds of underutilisation 
or non-utilisation 'and hand it over to the 
revenue department for lilrt her regular! sal ion. 
But this has not happened so far. As * result, 
the grampanchayats all over the state feel 
free to displace the dalits under the garb of 
'social forestry'. However, some gram- 
punchayats. like the CPM-led grampanchayat 
of Moha in Bead district, the non-dalits 
allowed the dalits to cultivate the gairan 
(Maharashtra Times . April 12. 1992). 
Besides the grampanchayats, the local MLAs 
of Akola district are aiming to displace the 
dalits of Raundla village under the garb of 
another environmental issue. The MLAs are 
interested in constructing a small dam an the 
gairan owned by the dalits. But the resistance 
ol the dalits and the support from BRP 
(Amhedkar) has prevented the evacuation of 
the dalits. But the dalits of Dahihanda. 
Hingara and Ganori villages of Akola district 
could not prevent their forcibledisplacement 
which was done under the pretext of 
constructing a ‘bandhara*. 

There recent dalit experiences of nine 
villages in Akola district show that the stale 
is using the representative structures*largely 
dominated by the upper-castes, and the local 
level bureaucracy and the poWcc force to 
evacuate the dalits from the gtiinm. The 
tahsikiar and the police were gifted cattles 
by the village rich for destroying the standing 
crop* of the daiits.lnshori, the state reapocue 

to dalit land question has been coercive 
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The two new agreements signed between India and the US recently, 
one a defence pact another a commercial alliance, are an open 
acknowledgement of the linkage between commercial and strategic 
interests. 


WITH the signing of a defence pact and an 
a g w em entonacomme i c i al alliance between 
India and the US the linkage between the 
strategic and commercial interests ofthciwo 
countries, laboriously denied by prime 
minister Narasimha Rao when on a visit to 
the US last year, has now been put on 
record openly. The objective of the defence 
agreement which was given precedence 
over the commercial alliance is to make 
India accept the New World Order under 
the hegemony or the US and play a 
subordinate role in that capacity lor peace¬ 
keeping and stability, above all in Asm. 
Some contentious issues, such as NPT and 
Kashmir, will now he addressed in course 
of time within (Ms tramewurk ol the US- 
India relationship. 

As far as the commercial alliance is 
concerned. India in advance of us signing, 
had given away during the last three-and- 
a-half years much that the US economic and 
business interests had sought in India - open 
door for the entry of foreign capital, 
guaranteed high returns and their quick and 
unrestricted repatriation and foolproof 
security. The US is now asking lor and has 
secured a dispensation under which US 
business interests will enjoy a privileged 
position over and above that of oven their 
competitors in trade and investment 
opportunities in the Indian market and in 
terms even of the GATT trcaiy Negotiated 
arrangements from a superior bargaining 
position ralher than competitive bidding will 
be the norm in the case ol US corjMiranons 
This will be combined with an institutional 
framework which will give US-based 
transnational corporations and associated 
Indian business interests wide scope and 
role in taking policy initiatives and indeed, 
policy-making to further ‘free-market 
reforms' in India. The point, as the US 
commerce secretary said, is that under US- 
Indian business-sponsored and driven 
policies no ‘pressure* will be necessary to 
facilitate the entry of US business and its 
operation* in India. 

I he gov ern m en t of India, indifferent to 
the web-meaning voices of caution raised 
-the latest being after the fiasco of similar 
' e cono mic reform*' in Mexico - is going 
•hand to reinforce iu official commitments 
to foreign inieresit, economic, political and 


strategic. It has not been deterred by the fact 
that it has no popular sanctions behind it and 
even when it is forced to act in a temporary 
caretaker' capacity on many domestic issues. 
The GATT treaty has been signed and the 
Indian Patents Act amended by promulgating 
;ui Ordinance. India has ratified the bilateral 
investment guarantee trcaiy with the UK to 
cover lully what are called non-commercial 
risks lor investments from that country. All 
this, together with the defence pact am) 
commercial alliance with the US during (lie 
first month ut IW5 shows that the govern¬ 
ment headed by Narasimha R;u>. is energetic 
m advancing (he so-called globalisation 
process in favour of foreign capital This 
indeed ts the basic ihnist of the reform pro¬ 
gramme The success of this programme too 
is measured hy its votaries entirely by the 
foreign capital n coil attract, regardless ol the 
costs, economic and political, involved. 

Wnh iianstiauonal corporations, in 
particular US-based, given a commanding 
position in die Indian iruukcl. and sanctified 
hy imcmaiioiul treaties, the reiorni process 
i> claimed also 10 have become irreversible 
This means that domestic impulses for and 
panicipoiion in the growth of the Indian 
economy as well as social equity, already 
weak, have been made subservient to the 
interests ol transnational corporations. 
Investment, sluggish as it has been. I rum 
foreign as well as Indian sources, would now 
tend to llow only into the production ol 
goods and services ol elitist interest and it 
would gcnciatc minimal new employment 
and incomes hi India. This trend will 
accentuate even as, repatriation of high 
returns on foreign investment will drain 
away, in increasing measure. India's national 
wealth. Except lor a small segment of big 
business and professional androcracy in the 
direct employment ol ntuliiuattonai cor¬ 
porations and their collaborators in India, 
the inassot the working people!ace shrinking 
job opportunities even os investment for the 
production and supply of essential goods 
and services suffer* a sharpdcci tne Shortages 
and high poet* for satisfying the subsistence 
needs of the mass of the people tn India arc 
already a fact ol Itlc. Since gainful 
employment opportunities arc becoming 
limited a large number of workers m the 
large-scale organised sectors of the economy 


havebaen retrenched. The Urn in jobs in the 
organised industry i* bound to increase 
further at a rate much faster than the new 
job opportunities which are expected to be 
created by capital-intensive new investment 
by multinational corporations and (heir 
collaborators Workers pushed out of 
organised industry will swell the ranks of 
the unemployed and underemployed. 

When the so-called structural adjustment 
of the economy is conceived tn principle and 
implemented in practice a* 'open door' wnh 
special dispensation for foreign capital and 
transnational corporations, its adverse 
implications arc bound to be wide-ranging 
and far-reaching for die economic growth 
process and the equity principle. Those who 
talk glibly about the irreversibility of their 
misconceived 'reforms' cannot, therefore 
carry conviction or credibility with their 
direct victims. The electorate has already 
registered its protest in the recent assembly 
elections. Bui votaries of the so-called 
economic reforms are claiming a consensus 
on the issue on the basis that the stale 
governments led by the parties which oppose 
the Congress government at the centre too 
arc competing for foreign capital for 
promoting industrial growth. The position 
taken hy the West Bengal government gives 
some t.reliance in this claim This is indeed 
a disconcerting position when crucial 
electoral battles arc ahead and nuns 
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reacdonary socfo-ecanoftifc femb and ; written dtey etiltntm " 
ambitteue and corrupt indhriduaisto profit tmeraett but wifrateo btl 
M the com of tite people. If left parties and fcat-chaAgiugewiali 
their allies hesitate to take ■ firm principled in die country. 


OBITUARY 


M Shatrugna 


S Mdlcotc 


Shatrugna did not belong to any party or even a group. Yet he wot 
politically involved in many ways with left and democratic movements 


iicoiMiit over the Nareslmba Rao 
(wwmawl‘i economic mfonm pnnrwaic 
it growing. 

The cutting edge of these ’reforms' is 
large-scale r e trench ment of workers from 
gsinful employment in the organised industry 
to assure high profitability for capital, 
especially foreign capital. The central 
government too has offered preferential 
treatment, including fiscal concessions and 
guarantees,for such investment across the 
board, indudiRg in the infrastructural sectors. 
The argument that gov e rnm e nt s in West 
Bengal and other states led by non-Cangress 
parties have no option but to try for a share 
in the flow of foreign investment to India 
is highly questionable. It ignores the fact that 
transnational corporations manage the flow 
of capital to the so-called emerging markets 
only to exploit the natural resources and 
labour of die developing countries and not 
to g ener a te economically rewarding and 
socially relevant growth in these countries. 
It is not at all surprising that already there 
is widespread discontent not only among the 
working people but among sections of 
business, especially medium and small 
industry, as well. It is indeed a pity, therefore, 
that the leading left party, CPI(M). and the 
main centrist party. Janata Dal, should land 
in an a wkw ar d position on the question of 
foreign inv es tm en t which will be counter¬ 
productive for them on all counts, economic, 
social as well as political. For any political 
party imbued with socially progressive and 
patriotic impulses to take an ambivalent 
position on this issue can do grievous harm 
lo itself as well as the ongoing popular 
protest and struggle against the central 
governme n t’s retrogressive socio-economic 
policies. The left parties, in particular, must 
not be oblivious of the fact that the ruling 
coterie of wily politicians running the 
government at the centre is engaged in selling 
the latflan market so foreign interests and 
have entered into subservient political- 
stnfegic arrangements with the developed 
countries, above afl US. The failure to take 
a firm independent stand has often exposed 
the vulnerability ofieft leaden to the pressure 
oftiteCongreasd) ruling coterie. It is indeed 
quite remarkable that they should be found 
in decisive moments to place their faith in 
mans quo and e quat e govern m ent stability 
- the stability of even a gover nm ent such 
as the one beaded by Narastinha Rao - with 
political stability to safeguard the unky and 
integrity of India. It should not be difficult 
for leu panic* am tnetr him io foresee tnat 
(be pttta t political aod government sutus 
qu o m u endur e Popular sentiment is 
actually vigorously against policies which 
undermine scif-retiant econo mi c growth, 
mus welfare and sovereignty of the Indian 
Republic. The policies pursued by the 
Namindu Rao government hava also 
unquestionably enlarged the scape for the 


THOSE who gathered at the Sundarayya 
Kala Nilayam on January 6 were a strange 
mix of IAS officers, teachers from the 
universities and colleges of the twin cities, 
activists from civil liberties organisations, 
women’s snd daiit organisations, party 
members of CPI. CPI(M) and ML parties 
and several others. It reflected the person 
that was Shatrugna who passed away on 
December 31, 1994. All those who spoke 
had one common thing to say - that he was 
a friend, no matter what differences they had 
with him. Shatrugna died of terminal cancer 
of the liver. 

Shatrugna - Shatru to most of us - did 
not belong to any party or even a group. Yet 
he was politically involved in many ways. 
A teacher of physics, from the day s of being 
a member of the Marxist study circle in the 
late 60s. through the days of em er g e ncy and 
post-emergency to the Mandal days. Shatru 
was actively involved and supported left and 
democratic movements. In the early 70s 
when China was a source of inspiration to 
revolutionaries the world over, there was a 
move by some in Hyderabad to form an 
India-China friendship society. Shatru was 
one of them. Nothing came of it due to 
differences of all kinds within the group. 
Shatru took the initiative along with Saral 
Sarkar and me to start a journal News and 
Views on China. Hardly two issues were 
brought out when Shatru and Sarkar were 
arrested under DIR and released on bail. The 
hearings in the court were ob n oxious. One 
never understood in what way a journal 
could be a threat to the security of the Mlion! 
Soon thereafter Emergency was declared 
and once again Shatru was taken in under 
M1SA along with several others. Later wtwn 
Shatru was released, he would recount 
hilarious stories about prison life - from the 
petty quarrels over who should cook and 
what and who should be washing Abbes lo 
serious debates. 

Shatru was argumentative to the point of 
being exaaperatiqg. Yet he never allowed 
political differences to marfriendsMpt. When 
he embarked on Ms career as a journalise he 
wrote on various fcnues - AP potties, left 

movrm mn a n i1ai V ,, * t wf *tfh* , <«y 1 ^«ia« 


arm of research. His writings on the TMugu 
Desam became controversial. How could he 
s up port/promote TeHiguDcaamT Shatru had 
a certain respect lor 'facta*. Oet your facts 
straight*, he would say. Pacts may be 
ideologicar but you cannot fabricate them 
He had little patience with highly abauact. 
uninteitifibie ways of arguing. He never 
hdsitaiod to say what be thought and foh. 
however controversial and unpalatable it 
might have been to the people around. While 
he supported the daiit movement, and was 
actively involved in thepro-Mandal agitation, 
what he wrote in the EFW on the teachers' 
agitation over the non-imple m en t ation of 
reservations in the university did not please 
some. But. that was Shatru, argumentative, 
provocative, till he was convinced of the 
factual veracity of the other side. Shatru was 
one of the few who have been critiquing 
education policy and writing about it. He 
submitted his report on the New Edu ca tion 
Policies - a research project supported by 
the ICSSR. It is hard to disagree with Mm 
that whatever may be the grievances of the 
teaching community at the university level, 
there is no accountability of the teachers. He 
recently undertook a project on the Literary 
Programmes and the Subalterns with the 
UNDP. It is sad that he could not comple te 
something in which he was so heavily 
involved. 

Shattu's ability to make friends, keep in 
touch with people, not for Ms own interests 
but often to help them, to organise and get 
going something or the other was admirable 
He was a founder-member of the Telangani 
Affiliated Coilqge Teachers Aaaocbrion that 
fought against the exploitation of private 
eolkages by managements. Seven! tmehets 
spoke about the help ha extended to them. 
Shatru never denied help to anyone when 
he knew he could do something. His 
In volve m e n t stretche d from solv in g thewater 
problem in the locality to helping a wide* 
get her pension, secure afofl owttep to a poor 
student, to writing on sutepotidca. He was 
somewhat of a link be t wee n several 
progressive grout* Mid mo v e m en ts In 
Shatru’t death we have foil a friend. I 
personalty a very deer friend. 
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The failure to make the conceptual distinction between health research 
and medical research reveals the major constraint on health research in 
Pakistan - and on community-oriented health research in fxtrticular. 


IT if aifflOM impossible K> offer notation* ki 
problem*, unto* we arc aware of why they 
exift ill the tint place. We need to kicnnfy 
and underatand Hie underlying cause* of 
diieaae and poverty. before we cun proceed 
to And cum and recommendations, hence 
die need to do meaidi. The issues in ihc 
health factor in underdeveloped countries 
are nwltiferious. and incorporate dement* 
related to education, hooting and uncial 
infrastructure. poverty, acce** to health fa¬ 
cilities. cultural norm*, and government 
policies. For example, a policy of producing 
highly qualified doctors who are well vend 
in cuianveiechniqticf which require import¬ 
ed or advanced technology will almost al¬ 
ways mull in the doctor* living and working 
in ddef and being unahL* ui deal with the 
disease* which alTect the majority ol the 
population. Furthermore, government poli¬ 
cies which emphasise curative care at the 
expense of preventive cure will result in a 
lack of socud- and heahh-rciatod infrastruc¬ 
ture with more money being spent on hos¬ 
pital* than on water and sanitation, or on 
primary and maternal health clinic*. Research 
in beahh-rclated issues is tlte first step in 
understanding the eau*cs of disease and their 
subsequent cure. 

Research helps m mlorroing the iniblit 
about the actual issue* that exist around the 
health-disease matrix, promote* basic 
knowledge about why the problems iierost 
and ihotdd offer possible guidelines tor policy 
and action. Research conducted by 
gover nm ent organisations can help design 
appropriate policy for future years and 
presents a means tncvuiuah: past government 
performance. Academic and NGO imitated 
research, often provide* an alternative lens 
though which government land private) 
action can he more critically examined. The 
need for both toco-cxist and cooler can lead 
to (he evolution of a proper 'diagnosis and 
hence to better and appropriate method* of 
getting to the roots of the problem and 
s u beeqae n tly finding adequate solution*. 
Health research is critical in any attempt to 
deal wMi the probl em * in the health sector. 

However , the problem of health research 
in Pahhrae exists at a conceptual level. If 
we question a doctor about the status of and 
con at nbua oa haahh research in Pakistan, 
snd if ha takas the question seriously, wc wtll 
got a ttandmd answer dbout the numerous 
reaaoM why madlrtl research is not an 
iatportaMconceroromoctdocsor* . From ihc 
very few who actually do some modical 
rrereuch . we srlllba told about the constraints 
they fees In Mbting and conducting their 
w s are e h . Press on whh a supplementary 


question and ask these doctors whether they 
think there is any distinction between health 
research and medical research, a best one 
will get a very perplexed and confused look. 
This failure to make the conceptual distinction 
between the two. probably reveal* the major 
constraint mi health research, and in particular 
socio-economic commumiy-oncntod health 
research, tn Pakistan. 

Not surprisingly, the single mom important 
reason why ihcre is no relevant health research 
- or for tliat matter, even very little medical 
research - in Pakistan is the value system 
conveyed to students in medical schools. 
Doctors are produced so a* In he able to 
provide clinical care, where surgeons and 
physicians are supposed to lunctkm in the 
particular model of health care which exist* 
in Pakistan. This model is quite typical oi 
other umierde vdoped umntncs where health 
care is very unevenly and inequitably 
distributed. Most health care facilities are 
(orated ill Ihc larger cities - the phenomenon 
of ‘uthan bias' - while a larger proportion 
ol the population lives in rural areas. Health 
and medical care is seldom interventionist 
or communuy-oricnicd. The medical 
personnel pyramid which shows the ratio of 
doctor* to auxiliary stall is almost always 
inverted: rather than having one doctor to 
*uy Itveor lOhcaUh workers, underdeveloped 
countries by having produced more doctors 
than auxiliary staff end up with live doctors 
to one health worker. The health core model 
which exists in Pakistan as in most other 
underdeveloped countries is a highly 
inequitable, western-oriented, curative core 
model, which certainly dues nut fulfil the 
requirements ol a very large majority of the 
people vd these countries. 

And so. the doctors that are produced tn 
the medical school* in these countries are 
supposed lube luactionid in the environment 
described above. Their training is supposed 
to he focused towards the need* of the model 
ofhcahh and medical care, rather than towards 
the needs ol the people of these countries. 

In the live years that medical undents 
spend in acquiring skill* and education, the 
subject of community medicine account* for 
a mere 6 pa cent of their time spent in 
medical school* in Pakistan. Students have 
no interaction or fm-hand experience with 
communities, especially wtth individuals and 
communities from rural areas. As their 
background and t ra i n ing b nanaHy centred 
around the me di cal cottage hospital, which 
b inevitably ktalarge urban area, the patients, 
and thus the dweaac patera which feme 
fUrthsiwi tftCTMTHtT. liio havt — whwn hi ml 
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They arc not sndnai to ftioctioa tit rural areas 


which in Pakistan accowtt fer 70 pa cent 
of the popubtion. A visit id a rural hospital 
just jo mile* outaide Karachi revealed dm 
the three patients who had suffered tnaka- 
bite were all being treated by thccompounda. 
for the Karachi-trained medical doctor did 
not have a due of eRha die problem or the 
cure . Furthermore, (he students are not taught 
in detail about common diseases such at 
typhoid, diphtheria and mahaarWoit, dace 
moat of (heir books are written far. and la. 
the developed countries where many of the 
dweases of poverty are now p eripheral. Abo. 
due to alack of training in (he soctal sciences, 
students arc unable to see the mechanism a 
work tn the soctal. political and economic 
context in which they are expected to work. 
A survey of medical students ia five coUcgee 
revealed that only 60 per cent knew the 
population of Pakistan, while 12 pa cea 
knew the literacy rale and K pa cea knar 
the infant mortality me. 

For the above reasons, it should be dear 
that health research is am a priority area far 
most doctors, but nor is medical research. 
Dr SarwarZuheri.head of the Karachi branch 
of the Pakistan Medical Research Council 
(PMRO.an organisation which is mspoobUe 
for funding medical research says Ika doctors 
and the medical establishment p erc ei ve 
rcxearch a* an “unaffordable luxury**. 
According to Zuhen "Research experienc e 
is nor taken as something which is 
creditworthy and no incentives are given far 
research. Research is not a preteqnbiir far 
appointment or promotion and there ate no 
academic or financial rewards. "She t e yr i ha 
you really have to be "crazy" to do research 
at ibis country, for it is "to medw a g tiurt b 
lookcd-dowu upon and cons id ered a waste 
of time which should be spent teeing more 
patients and aukmg more money”. It b not 
surprising then that with tins attitude of the 
medical community towards medical 
research, health research b inconsequential. 

This wax made dear at a conference held 
two yean ago in Karachi which was meaa 
to address the iss u es raised in the nrigraal 
Health Research document prepared by fee 
international Conwnisaionon HaaMvReeemcfc 
for Development. The focus of fee deemaea 
wax to underscore the importance of 
developing the rmsd to undertake etaaOW 
national health r rv ^wv h which goes bejod 
the auijui of theheahh aector atone, aari 
also examines the health impact af 
developmow in odmr scoots and on tiw 
sorio-oconomic deteradaettsuf heahh. Tire 
KmcM iTwfofcucc im mental byfMpki 
from the health mittiatty of tire gpvaa— M 
of Pakistan, ctirtictrar*. and some meferat 

hmi tution e ml a atioae rernfea af social 
•dentists who ware cooqoooooe hecaoee 
they wars to uadetwprc reamd. The dome 

fllinnt ctatataod in t pAtaMtai 
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mtSatl re sea rc h The ciitdciaM nxl the 
people from the mini my do mina ted the 
p roceedings wfafle thoee who were Interested 
in the real issues were quite easily sidelined 
Essentially, the medical community 
corapiainod that they lacked funds to do their 
sort of reaeerch. and they felt that the 
government ahould acknowledge this 
coestrrii*, provide fends, and also give some 
recog nit ion to those who are doing this sort 
of work. The health care model,the value 
system and training methods, the health end 
disease issues which face the huge majority 
of the people of the country, and other real 
issues, were nowhere on the agenda. Thus, 
a c o nfe rence on health research turned into 
one on medteal research, symptomatic of the 
state of the medical community in Pakistan. 
The government representatives also played 
a similar rote, as one of the co-ordinators of 
the conference later revealed, the ministry 
of health had objected to the participation 
of academicians and non-medical researchers 
and failed to understand the need and 
importance of health research. Furthermore, 
the agenda and ideas set in the original Health 
Research document were peripheral to the 
Karachi conference. The Action Pian for the 
90s seems to have already fizzled out, and 
the conference was the first and last, and not 
so auspicious, landmark in the attempt to 
discuss issues related to health research. 

The little research that there is in health 
is conducted in three different spheres and 
while they are independent in their own 
right, there is clearly a fair amount of 
overlapping. We can identi fy the government. 
NGOs/consultants. and independent/ 
ac a de mi c institutions and individuals who 
are involved m health research. 

The above remarks about the government's 
attitude towards health research not¬ 
withstanding. the government does conduct 
some research-after all it does pi an. manage. 
imp lement and develop the health care system 
in the country. Pakistan is a signatory to the 
Ahna Ala Declaration promising Health for 
All by the year 2000. While Pakistan's 
g o v er nm en t may not be in a position to 
provide all Pakistanis adequate health care 
even well after the end of this century, some 
inroads have been made regarding the delivery 
of adequate health care. The changed 
inte rna tional climate and shift of emphasis 
from curative towards primary health care 
all over the world, has also had its 
re percu ssions on reasearch in health care in 
Pakistan. Donor pressure has also meant that 
the government has been forced to alter 
ptioritiesand directions in hs health package, 
(hut resulting in appropriate and relevant 
health research. Moreover, the govern m ent 
does provide the largest data-bank regarding 
health (and other) statistics which are used 
by others interested in rese a rch. 

NCOs and independent consultants 
working (most frequently) for foreign donor 
agencies are to be seen in ail social sector 
areas, ranging from health, to education, to 
urban uplift, to se w er ag e p ro gr am mes, lo 
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educated, and (untaHy) mktOy WtnC hM> 
group of proftaskmais who conduct atudiaa. 

or carry out interventions aad programmes 
often on the behest of donor agencies. Because 
of their growing number, a targe number of 
studies have been conducted with a well- 
focused approach towards socio-economic 
health research. Presently, their collective 
output would constitute the largest share of 
health research. However, a word of warning 
is due. 

Given the large number of consultants and 
NGOs in the field of bealih, it is not surprising 
that many are incompetent, undedi ca t ed and 
only interested in the huge pay-checks such 
assignments bring. In most cases, studies are 
very specifically related to the needs of the 
diem and as one consultant said, “data arc 
frequently fudged to suit the client's needs”. 
Zafar Ahmad, who has had many years 
experience with a number of international 
funding organisations working in Pakistan, 
says that there is no accountability regarding 
these studies. He says that “the local 
representati ves of donor agencies arc usually 
not experts in their field. Also, they want 
acceptable reports to be sent to their donors, 
so they make sure that the reports are 
acceptable and more funds are released “ 
Since there are no ways of authenticating 
such health research which is of a primary 
data nature, one doesn’t know how authentic 
and real the study is. 

The Applied Economics Research Centre 
in Karachi and the Pakistan Institute of 
Development Economics in Islamabad arc 
two institutions where some individuals work 
on health-related issues. The Community 
Health Sciences department at the Aga Khan 
University (AKU) is another important 
institution which has been able to develop 
a large health research, management and 
health intervention programme. Because this 
is a medical college, ii has access to a very 
large number of potential doctors, and unlike 
the economic institutes. the medical personnel 
- faculty and students- can conduct not only 
research, but following that, can play a 
significant role m altering the disease and 
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Health. However, one sho rtc omi ng of d» 
department 4s • severe i h oti ag s of skiths 
social scientists. Dr Qureshi agrees, and n 
that her department has only twonon-medic 
researchers, bocause "there la a dearth 
good social scientists In our country", 
conclusion which would be contested b> 
many. 

Despite the work that the Aga Khai 
University has been able to accomplish, i 
a catalyst or otherwise, the surprising thin 
is that there are very few publications, fror 
the Community Health Sciences dep artm ent 
Dr Qureshi argues that "while we have a lo 
of research papers and data, it isnot presenter 
in a publishable form. Our faculty arc no 
publishing as much as they ought to becauu 
they arc very busy.” Without th 
dissemination of research there can be Htth 
debate and hence insufficient intervention 
Dr Qureshi agrees with this but feels tha 
most of the research conducted by he 
department is used by faculty and student 
working on those projects and for thei 
particular purposes, intervention does taki 
place. 

Very few professionals in health-reJatn 
fields appreciate the need and importance o 
health research. They do not recognise th 
fact (hat it is difficult to have adequate am 
appropriate health care unless one ha. 
adopialc and appropriate (and sufficient 
documentation, analysis, discussion am 
dissemination of health research. Also, lo b 
able to be elf ecu ve, health policy muv 
move away from large hospitals and foev 
on communities and on people. Healti 
research must also follow die same pattern 
While some scholars and researchers in iht 
health sector must focus on more glob 
and macro issues and concerns, other 
will have lo identify and study specific 
problems in specific regions, areas aix 


health structure with the communifics with 
which they interact. Dr Fozia Qureshi, on 
associate professor and often the acting 
chairman, feels that "due to the Aga Khan 
University, people’s views regarding health 
have changed. We have been a crucial catalyst 
in this change and now people haw different 
views regarding health care, health research, 

and health management.” 

One cannot deny the fact that unlike most 
public medical colleges, the Aga Khan 
University along with the Baqai Medical 
College in Karachi has tried to4 m piement 
important changes. Dr Qureshi believes that 
“we are changing people's perceptions 
regarding health cam”. With 3-400 stude nts 
available, some impact of these values 
probably does fiber down. Also, the AKU 
trains alt HashidenUiD research methodology 
with emphasis on Epidemioiogy.bioatatuiics, 
and some social s cien c e . There are frequent 


commumues. 

Research and the dissemination <>i 
information and knowledge is an essential 
requirement for better understanding whether 
it be health, education or any other concern 
Unless one knows, understands, andinterprcti 
the world, one cannot change it. In Adnstsn 
the status of health research it dism al A 
conscious effort must be made to de m o n s tra te 
the urgent need for more and belter reaean h 
Relevant health research, where social, 
political and economic issues are central 
the health and disease matrix must he 
encouraged and supported. Only (hencan v* 
have better health care, and otriy then c*° 
we hope to provide Health PbrAH la Pakistan 
perhaps not by the year 2000, but sow 
enough. 
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Seduction, Speeches and Lullaby 

Gender and Cultural Identity in a limll Film 


CSUUui 

After its formation as a separate party in 1949 the DMK in Tamil Nadu 
used the cinema effectively to project its identity, political claims and 
elaboration of Tamil culture. The film Parasakthi is a landmark in this 
context and it is useful to examine the construction of cultural identity 
in the film and its references to gender in the process of this 
construction. _ 

I HAVE choMn to write about a film print media And theatre were used as major 
released in 1952 for several reasons. It is areas of intervention in these years, 
five years after independence and it is three Pamphlets elaborating the dravidian- 
years after DMK was formed as a separate identity claim, journals espousing their 
party stressing dravidian identity, with cause of social and political dignity and 
political ambitions to enter electoral plays of parody were the modes of 
polities. The film was dubbed anti-god, intervention. After its breakaway in 1949, 
communist, anti-establishment and there the DMK Party cominued to use the same 
was a move to ban the film. That the film methods but also discovered cinema as an 
was really an effort to 'soften' earlier radical additional space from which to project its 
statements on religion and an attempt to identity, political claims and elaboration of 
project a more favourable and acceptable Tamil culture. A film made in 1949. for 
image for fiitureeniry into parliamentary which their leader C N Annadurai wrote 
politics has been pointed out by recent the script and dialogues, was indicative 
research [Pandian 1991]. The purpose of of how the woman who had become as 
this note is not to debunk radical claims much pan of the public sphere as man 
made by a political parly, for its attempts was going to be seen in reference to a 
to compromise are quite obvious. What we Tamil past. The English-educated, 
are interested in is the construction of 'modem' woman in this film was dressed 


The story has to pick up a period of 
struggle, dace 1952, the year it was nude, 
was not a year characterised by any specific 
political abuggle. The chief minmeratthia 
time was a brahmin and there was a drought 
in this area mound this time aad the chief 
minister waa coping with the problem in 
seven! ways and he bad acked the people 
to pray to the gods for rains to come. By 
itself this is not a good enough background 
to voice grievances or proclaim a cultural 
identity. So the story moves back to 1942. 
a time when identity claims had been 
vociferous. It is a war year. Many Indians 
from Burma began to come back to India, 
many of them walking the entire distance. 
There were many Tamilian* among them. 
This provides a sufficiently undefined, 
unstable space to mount a story of lost aud 
found relatives, abandoned women and 
coincidences. The story is about a Tamil 
family where (be three brothers have gone 
to Rangoon to make a living. They ate 
successful. The elder brother is a judge aad 
the other two brothers live with Mm, not 
yet into any specific profession. They hare 
a younger sister back in India whom they 
have not seen. They get a letter saying that 
her marriage has been arranged. A sister's 
marriage is an occasion that no brodrer 
would miss. All of them want to go. But 
due to problems of war only one Ikkut ia 
available. They decide to send the bat 
brother. He reaches Madras and on the uery 
first day loses his money to a dancer who 
cheats him. He is penniless aad begins la 


cultural identity and Ihc utilisation of space 
and language in the film and its references 
to gender in the process of (his construct ion 
and the elements that have gone into this 
construction. 

The DMK Party (Dravida Munnctra 
Kazhagam) had been part of a movement 
that began in the 20s to stress a dravidian 
identity with Tamil language, literature 
and lifestyle as the core of this identity. 
The movement was to find the lost 
dignity of the non-brahmins as opposed to 
brahmin* who were considered outsiders 
and non-Tamilians with a Sanskrit ised past. 
In order to anchor its cultural identity the 
movement bed time and again resorted to 
the use of language conventions and images 
of a past which was considered glorious. 
In this redefining of the past, gender was 
framed in specific ways. Men became 
warrior* fighting battles to protect the 
honour of a tintlon and women became not 
just preserve rs of culture but embodiments 
of culture literally containing the culture 
withtathsir bodies which got loaded with 
: no tienaef purity, chastity, language, nation, 
etc [Lakahmi 1990]. The oratory platform. 


in pants, played tennis and was rude and 
arrogant. She is finally brought back to the 
fold by a man, of course. Controlling a 
woman through marriage has been an image 
that has continued to haunt Tamil films. 
A later film which was produced by a 
leading DMK personality has a song 
describing the kind of bride needed 
ILakshmi 1990): 

Wanted a bride 
a good bride 

Even if she gallivants freely 
like the temple bull 
romping around with no one to check her 
I shall put a stnng around her nose and 
drag her and control her 
I shall make her. as patient at a buffalo. 
Wanted a bride 
a good bride. 

The 1952 film, Panuetuki. was not 
different in its intention but was a much 
more elaborate, deliberate attempt to re¬ 
claim I mages and languages bom the pact 
and s up erimpo se than on co n te mpor a ry 
images and events in a uyiiration that 
would contisme to dominate the Tamil film 
in years to come. 


wander around like a mad man l o o ki n g 
for his sister. He finds her but as a widow 
with adiild making her living tdfing *Mia’. 
He does not tell her who he is as ku h 
ashamed of not being able to help her aad 
protect her economically as a brother 
should. The widowed staler is haraarod by 
many men and at one poiai decides to kilf 
her child and die. She throws the cMid into 
the river and jumps in herself. Bnt she ia 
arrested and brought to the const for totting 
her child and attempting suicide. 
Coincidentally her own elde r brothe r lathe 
judge. But she docs not know him. When 
he find* out who she is with her description 
ofher life, he faints aad lakes ill. Her otter 
brother, who benrs of her harassment, 
attacks the teuapks priest who Mod to mpe 
her end is brought to the tune court. By 

t roub l e d her end the wom a n who enticed 
Mm to go so a dancer are all ti the mane 
court being tried far same crimes. The heap 
then elaborates on the corruption of the 
society. Before this he ban met a different 
kind ef a woman who can talk attorn social 
revolution rod who is in the habit «f going 
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onSoariridas on moonlit olgfirt. The cbwt 
room drama comes to an and with her 
coating and declaring that the child had 
never been killed. It had fallen Into the 
boat and the had saved it. The family gets 
together once again and the hero, now 
dressed appropriately in western clothes, 
is all set to marry the 'new’ woman - not 
in the old ritualistic style of marriage but 
in the new sty le of Just exchanging garlands 
with a political leader or any important 
personality who can give a speech 
officiating. 

Structuring Space and 

Choke op Protagonist 

The national movement and the self- 
respect movement had altered the 
geography of cities and smaller towns. 
Madras, Madurai and Tinichi especially 
were cities that saw many changes. Women 
had poured intothe streets protesting against 
foreign rule, singing national songs, 
walking on the streets, going to jail and 
being received with garlands at railway 
stations on release, proclaiming from 
platforms and demanding reforms and 
changes and political rights, organising 
marches against Hindi, meeting to give 
s pee c h es on Tamil culture and travelling 
around supporting either (he nationalist 
cause or the cause of a language and culture. 
Women had Keen taken to courts for 
supporting causes. The film reclaims this 
space and alters it.' The streets, the court 
rod the platform now become spaces from 
which men function. Women enter this 
space in marginal ways as vendors or in 
other unnoticeable ways. The streets 
suddenly become dangerous for them to 
move about unprotected by men ol the 
family. Some moonlit boai-rtdcs arc 
possible but only in a fictionalised space. 
TirocM. where these boat-rides lake place 
in the film, does have a river but whether 
women took boat-rides there on moonlit 
nights by themselves is not recorded 
history. Creation of this uctionaiiscd space 
is interesting for it is an uncomestcd space 
with no specific qualities to it. 

Thi streets become fragmented spaces in 
the film, not leading anywhere in particular, 
almost dead-end in character, looming large. 
gloomy and dan ge rous when the widowed 
sister walks on them and turning into 
aba n doned r a p h i dcs when the protagonist 
uses them ip platforms to talk, with broken 
walls and overgrown shrubs (obviously 
studio s et s) with ait occasional moon when 
the sister sings sad songs. Each specific 
space becomes a symbol of corruption and 
de g enera t ion of u culture. The very first 
introduction to Madras is with a beggar 
accosting the hem and the hero comments 
that the very first voice in Tamil Nadu is 
that of a beggar. Theft comes the hotel 
where he stays It has degenerated into a 


pisce for pmbcurliqjf and ftetrtemet dm 
place of the dancer. This ft another 
fictionalised space for'there Is no record 
of dancers performing in their houses to 
entertain specific cuttomon in south India. 
Creation of this space it'fraught with 
meanings. It is a space transported from 
the classics to modern times. In the Tamil 
epic Silapadhikaram there is the dancer 
Madhavi who belongs to the Dcvadasi 
community. She gets into a relationship 
with Kovaliin. the hero of the epic, and 



^tacc of Madhavi is faenpMjwte tbs) the 
dancer cheats him of Kh m ae ey . ttaMW 
making us fed that even though the Tamil 
man has traversed centuries away from tha 
epic SUapaMkanm helms only one Way 
of getting cheated! 

A space to appeal for justice has existed 
In the Tamil eulUtre in the courts of kings. 
Women like the epic heroine Kannagi have 
entered these courts independently and 
spoken for themselves. So have women in 


—. OXFAM requires . ■■■ ■ ■—■ 

REGIONAL REPRESENTATIVE FOR NAGPUR 

Oxfam, a relief and development agency, is looking 
for a Representative for our Nagpur office to provide 
overall leadership to the regional team and 
management of our work in the region. The Nagpur 
office covers Maharashtra and Madhya Pradesh. 

Candidates should have relevant qualifications, a 
minimum of 8 years of development experience 
preferably with NGOs, good analytical and strategic 
planning skills and understanding of development 
issues, commitment to social justice, team 
management experience including finance, research 
and evaluation experience, good administrative 
and communication skills, sensitivity to the 
inequalities facing women in society, willingness to 
undertake considerable travel, ability to speak fluent 
Marathi/Hindi and also fluency in written and spoken 
English. 

We offer a 5 year contract and reasonable salaries 
and other benefits to attract competent professionals. 

Apply with full CV and a covering tetter explaining 
fully from your experience how you meet the criteria 
listed to Oxfam (India) Trust, 06/59 Safdarjung 
Development Area, New Delhi - 110 016 before 
3rd March 1995. Orify shortlisted candidates wW be 
contacted for interviews to be held in Delhi on 
27th of March 1995. No enquiries over phone or In 
person please. 


310 


Economic and ftoMcnt Waaldy F ab r— y H, 1WS 




I to turned Into 
tlpncrnnw whaid ntack:»mounted upon 
who needia men 


to comment on the life of a women, A space 
whan women hove spoken now become* 
• (face to be oocupiort by heroic men 
whoae duty it ii to protect and guard women 
to that they can lead a decoat life. The 
safety le within the home, within walls to 
protect her chastity with men taking over 
the naming of the world outside. 

The choice of a protagonist who for three 
quartan of the flltnis p r e ten ding to beamad 
man talking at length about politics, life and 
human beings it a choice based on 
contemporary times. The Charlie Chaplin 
image of a down-philosopher had already 
caught on in India by ibis time and Raj 
Kapoor was trying to arrive at an Indian 
version of it It was an extremely popular 
version. The Raj Kapoor version of a 
vagabond do-gooder who is also a symbol 
of protest is taken and altered into a mad 
man Uving on the fringes of the society to 
push the message a little harder. As a mad 
man he symbolises the combined fate of the 
Tamils exploited and pushed to the fringes 
by the north and by brahmin rule that was 
supporting the northern domination. The 
choice of a madmen appears to be for several 
other reasons too. One advantage in the main 
character pretending to be a mad man is that 
any kind of dialogue or monologue can be 
put Into his mouth and by that act the film 
will cany within it a defence for the 
utteranca of the hero: a mad man' s tamings 
need not be taken seriously. This is to 
assuage dm censor board. In his ‘mad' 
moments the hero is a person indicting (he 
society for its politics and corruption. In 
his sober moments he surfaces as the Tamil 
man as he ought to be in the conception 
of the script-writer, a protector of family. 


a lover and a man with a mission. The itcior 
who plays the hero is a DMK activist at 
this daw and he is obviously seen and 
presented as the voice of the party. The 
pasty is not only putting together its pul i tics 


but R la clearly making a gendered di vision 
of spines that is going to characterise iu 
politics in the future. 


Lanqumb Mooes and Cenohi 


Par structuring iu language the film 
chooses a variety of elements from the 
cultural past It uses the language of the 
Tamil epics, of Tamil folk legends and folk 
theatra and poetry. The Tamil epics 
SU*fnulMmrmm and Memmekatmi are 
refaindioiaspecific ways. The folk-legend 
of Nollatkaagal who killed her seven 
children boenuee she could not feed them 
becomes dm motif for dm widowed sitter's 
hie. The pssdemlaant mode of lullaby 
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ton Sov oftoa mam that woman 
iimvovtoa k used to rijarrihs an ides) 
Tamil ten8y whore a alitor Is protected by 
her b roth ers . The foik-theetra is alwayi 
oefforamd as the streets and the hero 
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of the fljm is ideally located for utilising 
this language. He uses the folk-dieatie 
mode of singing for hit political 
c omm ent ar y. 

The entire spoken language of the hero 
is in the form of long monologues and the 
folk-songs or poetry set to tune are only 
an extension of this monologue. This pattern 
of poetry taking the place of the spoken 
word is carried out throughout the film. 
The widowed sister sings two soap both 
of which are about her present state of 
helplessness and her hope of meeting her 
brothers. A poem written by Karunanidhi, 
one of die leaders of the party at that time 
and who was later to become chief minister 
of Tamil Nadu, about the ideal Tamil family 
was written in the form of a lullaby. The 
widowed staler sings it to her child. The 
song recalls the custom of maternal uncles 
giving gifts ILakthmi 1990): 

... you have three maternal unde* little 
boy 

They will come to give you a good life 
They’ll come to kiss you on your 
cheeks fleshy like a mango 
A milk-feeder made of precious stones 
A cradle ol emerald 
Even a white-elephant for you (o ride 
Your uncle will offer as stri-dkm 
With silver slate and 
a diamond pen. your 
uncles will come to put you in school 
to learn pure Tamil. 

The lullaby is the voice of the woman 
normally and there are some beautiful 
lullabies inTamil where the woman would 
give voice to her grief or happiness or 
hopes. The lullaby-mode is appropriated 
here using very simitar language but 
politicalising it in such a way that it comes 
to represent an identity and an idealised 
domestic space where the woman occupies 
a specific rote. It is in the voice of a woman, 
it is sung by a woman and iu lyrics are 
close 10 what a woman would use, but it 
gets transformed into an act delineating the 
space of a woman in an ideal Tamil society. 
Since what is 'authentic 1 Tamil family or 
society is what anyone can construct from 
her or his choice of images chosen from 
the Tamil past, an obvious choice is made 
here. The marching days are over. Here 
come the days of taking care of the fomily. 
leaving politics to the men. 

The language of the woman who 
protested against Hindi and worted along 
with her mate coileapses is not abandoned; 
it is toned down in such a way that it docs 
not seem like aa effort to enter any space 
not me a n t for her. The ‘new' wins is 
praeantad an so m eone with a mind of her 


own but not an amerttv* that the wtt take 
over lha job of acting out her ideas. are 
is the impfrar gondfasg men on to aottoa. 
willing to support and help but never taking 
ow.ifor tong (p e a c h es on social mroferion 
are made within the confines of the home 
wher eas it is her brother who gives lecture s 
on public platforms. Even her sp eec h on 
social revolution » created to her brother. 
The ‘new’ woman is bold eaostgb to hold 
her man’s hand casually, call Mm by Ms 
name and address Mm m tbs singular md 
even intersperse her conversation with 
English, but her monologue when the hero 
leaves looking for Ms sister without taking 
leave of her is to wonder if he left her 
because the was an idealist. Aa idealist 
does not have to be a Manimekaiat (who 
became a saint) hut can he a Kaanagi. she 
says. That particular monologue is a very 
crucial one in terms of the politics of the 
film. The leader of the self-respect 
movement. E V Ramaswamy Sticker or 
fleriyar as he was known, had gram assay 
fiery speeches in the 30s on why • woman 
had become a slave in the society. He had 
made specific references to the notion of 
chastity and its binding on w omest Hat 
critics used to reduce (Ms to very simptiwic 
levels and say that Periyar advocated that 
women must not be chaste. The DMK pasty 
does not want any doubts "f*«| foil 
matter. It makes it dear that duality to a 
yardstick u is not inagreal haste to abandon, 
In fact, the character of the sister to fauOl 
around this notion. Her entire straggle after 
she is widowed is to raasmsm her chsMky 
which she finally manages to put in dm 
protective hands of her brothers. The *new* 
woman who aspires to be a Kaanagi is not 
really different, except that she speaks at 
times a different language. Widow- 
remarriage had been a major ref or m 
advocated both by the BtoiQUshstosndthoaa 
in the self-respect movement, kis an tome 
the film does not raise. The eatosepnlhkai 
criticism of the film to in the realm of 


u sir rural i «gaiw«t the then gowmmmn 
and economy. The rhangea nought am h 
that area. The space occupied by rhr worn— 
hendf is shifted to the home, overlooking 
many cultural images from thepaatof hm 
being outside because the cufturaiidaMky 
is sought by fixing her space and body re 
oon-prob lam at i ted zones. The woman 
be c o mes the guarantor of aufemtochy by 
occvfpyiftg m imtNilfed wd tptBfc 
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of 'Individual freedom' or 'oom muiti ty 
Rahid Srivastava control’) by mbstiiuting the word 'victim' 

^ for the individual and thus changing the 

Critical Events: An Anthropological Perspective on Contemporary India by flavour of the argument ThU it a uaefbl 
Veena Das; Oxford University Press, Delhi, 1995; pp 230 + viii, Rs 350. device at it hetpa ut contextualise the way 

the state, the community and lit people am 

THE book under review muy surprise those the discipline as well as the categories of related to each other in concrete moments, 

who are unfamiliar with the changes taking familiarity, distance and proximity with Many of hcrOMUmptions around the category 

place in the discipline of social anthropology, which it works. In this regard, Dai refers 'victim' arc outlined in a (hooght-provoking 

The author’s subject matter and its treatment to the contributions of T N Madan and J P essay entitled. ‘The Anthropology of Pain', 

are a departure from more conventional S Uberoi who have, in their own way, brought Thf essay deals with philosophical and 

studies in the field. Das is neither studying nuances to the disciplinary practice in India, anthropological discussions on pain: the 

an ‘exotic’ community (in a temporal or The author tackles the provocative ability or inability of pain to be 

spatial sense) nor has she chalked out a fixed statements of Louis Dumont in an engaging communicated, the use of pain by society 

period of time for her ‘field work’. Such chapter, 'Anthropological Discourse on to imprint itsclfon its members, etc. Agreeing 

restrictions have been challenged by the India'. By distancing herself from both with the view that pain can be a shared 

practitioners of social anthropology and her Dumont and one ol Dumont's severe critics, experience in the sense that one individual 

writingsassumeafamiliarity with the debates A K Saran, she attempts to establish a method can experience the pain of another, the author 

involved. Her field is the open-ended space of conceptualising India which depends gives a special resonance to the meaning of 

of contemporary India which includes past neither on the “notion of progress in order suffering which consequently allows the 

memoriesanditsconscquenccsinthcprescnt. to critique tradition'' (p 33) nor on word 'victim! to emerge as an important 

She is intimate with her field at different constructing a nostalgic vision of the political category, 

levels, public and private, personal and traditional community tocrinquc modernity. The discussions in the hook reflect a critical 

political (though she acknowledges overlaps She wishes for a cosmopolitan academic understanding of the political values 

between these categories). Her atmosphere where scholars from the west embedded in conversations, narratives, legal 

anthropological approach comes closer to interact with the‘native’ones to lurthcr their documents and historical records and the 

George Marcuse and M'i Fischer's vision understanding of the subject. Her complaint consequences of such value systems for its 

of anthropology as a form of ‘cultural against the western academic world is that victim. In the discussion on the abduction 

critique'. The approach is an intellectual scholars belonging to the community being of women during the partition, the author 

response to the contemporary world using studied are often dismissed as being dclincats ihe state as a cultural make-up of 

cross-cultural and hisioncu! perspectives ami influenced by western political ideals, a status-conscious honour-bound patriarch 

is acutely aware of the politics involved in Dumont viewed Indian scholars writing on where the valucsof the family get highlighted 

inscribing itself within and outside academia caste in a similar way. perceiving their at the cost of the biographies of women who 

Critical Events covers recent debates understanding as tainted by the desire to be survived, sheltered by new families 

around cultural and political events in India, part of the modem world. Such a stand leads belonging to other religions. In the eyes of 

Theauthorweavcscriticalqucstiunsintoher to a hyper-nalivist critique like that of Saran the stale these women had to be restored to 
narration of these events, questions related which Das finds equally problematic. Whut their rightful owners, thus constituting the 

to the language and categories involved and is particularly interesting is her contention nations of India and Pakistan as metaphoric 

their political consequences. Among the that the debates within the academic walls expressions of the family. The biographies 

issues discussed are the response of the state of anthropology also gel reflected within of women who survived murder or death 

to the incident of mass abduction of women public discourses, especially when issues were erased not only from the collective 

in India and Pakistan during the partition, like culture and identity are involved. Thus memories of the concerned famili e s, de c ades 

the Shahbano and Roop Kan war notions of 'authenticity of tradition' or ‘the after the events, but even from the 

coatrouenic3.SikhmiliuncyandthcBhopal superiority of western political ideals’ are conversations, legal records and political 

tragedy. found as much inihearenaof public discourse speeches inscribed during the actual events. 

Theaothorcanfrontsanumberofdilcmmas as in the intricate debates within the In the words of the author. In all thl* 

which a student of social anthropology in departments of anthropology. discussion we see that women are being 

India often faces. These are linked to (he Students who have often grappled with redefined as semiotic objects on which the 

peculiar tradition of Ihe discipline wherein the philosophical queries of Euro-American actions of the stale are to be inscribed Was 
the anthropologist has usually studied intellectuals and have had to translate them there any concern for the rights of those 
communities to which she/he has been a fotto more familiar cumcxtx will immensely women themselves, as distinct from the 

complete stranger. The dominant theoretical benefit from the book. The author docs not demands on the state made by their relatives 

orientation of the discipline assumes such reject Euro-American analytical and and Ihe state’s construction of national 

a distance which it valorises in the name of conceptual toots as being alien, but questions honour?* (p 71) 

objectivity Thus when a ‘nouve’ scholar then* in the light of specific hrstoriemof In the discussions on Shahbano and Roop 

makes an anthropological inquiry into her/ India. They are tested purely in terms of the Kanwar the hegemony of the community U 

his own people sAe is extremely vulnerable questions they raise and those (hey choose analysed in relation to the c omple x iseoe of 

tneriiiciimsfromtheestabliihed intellectual to igftorc. One finds the author attempting cultural rights, the role of the dale end the 

tradition of the discipline. However, the to develop heuristic categories which reflect demands of modernity. The actors hi both 

practice of social anthropology in India is the complexities she is looking for. Thus, these cases challenged the stale end also 
an old one and a number of scholars have.,, for example, she tries to escape a vision defined ‘community’ in a way which 
•tgiallenged both the narrow definitions pf, which projects a dichotomy between homogenised Hs individual m em b er s. But 
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&mmMy hidhtg * saynmwrical 
g dOparati world**** Which divide* the 
prtvtdti «»d public spheres fhtd thefemale 
and the m*l«. TWahaaeetsilod an exclusion 
of the women f rom p ordcipatinf within the 
public sphere. Asa *equci, the male voice 
iso(liasMnaas)^iMagfbrtheeofnmunity. 
While the cases of Shahbano and Roop 
Kaawar are co n vc n tkmaJly represented as 
a conflict between “two different kind* of 
communities (e g, Muslims and Rgjputt) 
on the one hand and women's groups on 
the other" this could be changed into a 
conflict within a community if women were 
to lay greater claims to the public cultures 
of flliailve communities themselves” (p 
115). As an illustration the author shows 


how women in Rijasth&fl worshipping sati 
shrines may have a different worldview 
vis-a-vis the glorification of sati /ter se. 
The author does not esscntialisc the act of 


women worshipping at sati shrine* as 
repreaenting tradition: instead she suggests 
that increased participation of women in 
the public discourse may transform the 
very discourse around sati at the popular 
level itself. Similarly, while the Shahhano 
case could be seen as a political discourse 
juxtaposing the community against (he state 
(Das outlines a number of complexities in 
this aigument regarding the biases within 
the legal statement* on Muslim personal 
law) she also views Shahbano as a woman 
who became a victim of gendered power 


games. 

The lense of gender is again used in the 
discussion on Sikh militancy. Even a* the 
author mentions a number of other variables 
which are involved in the discourse (like 
the construction of a historical memory) 
what is underlined is the rhetoric ol the 
masculine and the feminine which defines 
the Self for both the individual and the 
community. The author relates these 
conceptual systems to the justification or 
condemnation of violence which the 


community has faced during the political 
turmoil of the last decade. In the past the 
Sikhs shared a common experience of 
identification with the Hindus which have 
become their conflicting ‘other* in the 
present. Contrarily, their conflicting ‘other' 
of the past, the Muslims can now be 
identified as a co-victim in the present. The 
way m em ber* of the community make sense 
of historical complexity is by resorting to 
a dualism where qualities are understood 
as masculine or feminine and these get 
transposed into wider conceptual systems. 

The essay entitled. ‘Suffering, 
Legitimacy and Healing', stediei the 
flhoptd gas tragedy In the context of the 
legal batt le which to victims had to undergo 
and the eventual watered down judgment 
which almost let Union Carbide go scot- 
free. The judgment generalises the whole 
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nn nmnrphoua vision of 
modernity where dm dement of'rWk' tabes 
on n peculiar rale allowing actors of 
mo d er nity like the Unioo Carbide to Wve 
without guilt at the calamities it bestows 
on structurally weaker aegmemsof society. 
Du shows ho# intimately cot wined within 
legal rhetoric are mechanisms which allow 
such incidents to be accepted as unfortunate 
side-effects of the advances of science mid 
technology even though the rhetoric is 
.couched within an apparent concern and 
sympathy for the victims. In this case, 
modernity doe* not have to be concerned 
about the accidents of technological 
disasters and its very definition nukes it 
demand martyrdom in the name of pro¬ 
gress without the fear of being labelled 
'barbaric' or ‘medieval*. The nexus bet¬ 
ween bureaucracies, legal infrastructure* 
and the state, both within national 
boundaries and between nations is strongly 
underlined. 

The discussions in the book attempt to 
problem j(i sc the relationship between the 
state, community, individual and culture in 
contemporary India In the process, the 
author forces the reader to re-visualise some 
of these concepts, devoid of the rhetorical 
stance they assume in certain historical 
contexts. For example, in her essay on Sikh 
militancy she states, “...there are limits to 
an analysis that rests completely upon 
discursive practices in ttie creation of 
militancy, for clearly the militanu who 
engage in spectacular killings are not 


produced by that discourse aloot. Non- 
discursive practices, especially the 
inotitatsofui and the pedagogic, exist baud- 
In-hand with the discourse to form a 
heterogeneous totality... what an a nalys is 
of the discount permits however is an 
insight into how individual acts of violence 
may be reclassified and reframed as acts 
committed on behalf of the community, to 
is important to note that even in miMant 
discourse the references u> violence am 
framed in ambiguity” (p 11). This is a very 
revealing statement, yet it also brings out 
the limitations ol her analysis. Unlike Sikh 
militancy, the author docs not see the stare 
as comprising a senes of heterogeneous 
experiences and discourses within itself. 
Only the rclauon of the state to other factors 
are analysed. Thus the discursive practices 
of the state in relation to communities or 
victims arc analysed in detail and the 
discourse of agencies within communities 
or even the heterogeneous existence of the 
seif are given adequate aueoooa. but me 
experience of the state as re p resenti ng 
multiple historical moments tt ignored. On 
the other hand if the overwhe lmi ng rote at 
the slate as a homogeneous voice during 
these events is justified then equal atuatiea 
should have been paid to clan as a wrong 
presence. Even though economic 
determirtiu perspectives on culture hare, 
been very often myopic, owe wondetg 
whether a reaction by underplaying the 
material basis of experience may take as 
any further. 
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However, the study evoke* some 
powerful images in rotation to culture. 
Though Das deconstructs legal practices, 
' a strong seme of justice surfaces in her 
vary conception of everyday life. Thus, 
while demarcating culture from the 
proprietorial hold of community, stale or 
individual wc are proffered an image of 
culture derived from the metaphors of 
justice. Moreover, in her choice of 
presenting the anthropokigicui subject us 
a moment rather than being spatially 
located, she departs Irmn conventional 
'disciplinary' techniques and gives 
prominence lo the 'script’ of everyday life, 
which encodes the concepts or rights and 
justice. Such formulation helps us escape 
the limited view of culture as community 
with a boundary or as linked to demands 
of the stale. By paying attention to these 
narratives. Das subverts the image of tradi¬ 
tional ethnographic practice wherein an 


Naunuag Rai in 1889. turned an ascetic in 
1907 and moved to the bustle of public life 
in 1917. In 1920 he began to organise the 
bhumiharbrahnutu on ritual-reformist lines 
but soon turned to Gandhi an politics. From 
. )9$4 however, disenchanted, he began to 
organise the aufferiag 'kisan*'. with whom 
the worked until he died Hi 1950. The kisan 
movement , the Swum, and others like him, 
triad to build up a countrywide scale, and 
under the banner of the All India Kisan 
Sabha (1936). was designed to challenge 
the upholders of cotonialism in India - the 
indigenous feudal exploiters in its 
overwhelmingly vast countryside, and their 
overbearingly protective, expropriate 
British raj. In vigorous pursuance ol this 
two-fold task of anti-feudalism and anti- 
imperialism. Sahajanand devoted 16 rich 
years of his life. Although be was active 
practically throughout the country, and he 
■Itiinwllhr it attire of atntly national figure, 
the epic entr e of all his acts of political 
trem or remained the province ol Bihar. It 
was mainly for his non-party, Iclt-wing 
career as a militant kium leader of Bihar, 
as of cou r se, of the whole of India, that 
Sahajanand has carved out a niche for 
himself in the Indian history of the 20th 
century. 

Evidently SsjrtjTat.ind’srolc in accelerating 
, dm process of pern ant mobilisation, his role 
h» publicist and theoretician, and his 
; jjnlfvily as its lorcmost leader, purticnlariy 

*t\ * 


plural exercise of dfcdofiac. Even If there 
may be disagreements with some 
assunytions of the author, it will be difficult 
lo ignore the questions she raises. The 
resonance provided u>the category ’victim’. 
shorn of condescending or passive images, 
the slurp focus given to the question of 
justice even as legal discourses and practices 
arc exposed as hiding specific interests, the 
powerful image of gender as linked in’ 
community, and the possibility of visu¬ 
alising culture us derived metaphorically 
from the processes of legality are some 
important ideas which provide food for 
thought. Critical Events, by attempting to 
live up to the ideal of anthropology as 
'cultural critique', sets an agenda for a 
number of debates which ore relevant within 
and outside academic circles. 


Khet Mazdoors’ 


in the context of Bihar, has to he taken into 
serious account by scholars working on 
contemporary India and its people. In the 
last 30 years or so a number of research 
works have been published which have 
assessed the Swami's over-all Contributions 
favourably, and highlighted his relentless 
anti-feudal campaigns. But of late certain 
misgivings about Sohajanand's strategy 
against feudalism in t he colonial days appear 
to have crept into the minds of some scholar*, 
as well as of a sizeable number of political 
activists who are committed to the cause of 
a qualitative change in present-day agrarian 
society. These m»gi rings, it seems, are home 
out of the stark realisation that Urn feudal 
mode of exploitation has not only survived 
significant agricultural changes in post- 
colonial India, hut has remained Urn dominant 
factor in many parts ol the country, and 
especially so in Bihar - where landlordism, 
extraction of rent, sharecropping, usurious 
practice, bunded labuar. caste-based division 
of work and pomm-dicM relationship of the 
jojmoni type are still ominously operative. 
If the Bihar Provincial Kisan Sabha’s 
campaign against feudalism was indeed on 
(Ik ascendancy in tbc colonial pcrtoS as U 
has been made out, then the feudal forces 
ought to have been cornered in the post- 
colonial ft^aitn* following the abolition of 
zamindari in 1950. if not rendered moribund, 
and more impor ta nt ly .the anti-icadal popu l ar 
forces should have strong fo » i f h 

to deal a death blow to what remained of 


farces, arc still very mnch tho high priorities 
in today’s Bihar, all p er ha p s had not gone 
on exactly well with the kisan mobilisation 
that the Swami-ied BPKS built up in Bibar 
of the yesterdays. This feeling of doubt has 
in due course led to an attempt at reviewing 
Sahajanand and his movement, and at 
expressing different opinions about them 
during the centenary year of Sahajanand’* 
birth. 

The opinion, a* expressed ia the two 
issues of the Economic and Political Weekly 
of April I and August 19.1989 (in the stupe 
oT two artidex by D N. entitled. 'Swami 
Sahajanand and the Kisan Sabha’. and 
‘lcnnoclasm Is Necessary*, pp 660-62 and 
1921-23, respectively) gives Sahajanand 
and the BPKS credit for taking in the agrarian 
situation of Bihar the tide of the o p p re s sed 
against (he oppressors and for their buikfing 
up a movement that weakened feudalism 
and led to the abolition of mmotdari. But 
the author feel* that the movement could not 
become "a full-fledged anti-feudal 
movement*’, remained confined, and 
consequently was exposed to steady crosioa 
for two debilitating factors: one. its 
preoccupation with the occupant tenants at 
the expense of the interests of landless 
agricultural labourers, and even the under¬ 
tenants and sharecroppers, and two. its 
'upper caste’ bias, resulting in the neglect 
of the lower caste*, particularly the dalils. 
On examination, both these appe a red to 
this reviewer, at best, to be half-truthe. 
Half, because, despite the Kisan Sabluu 
being a platform of all categories of 
peasant* - rich as well as poor - like the 
Aesopian stream which quenched the thirst 
of tbc tiger and the sheep. Sahajanand and 
the BPKS hod fought with all their might 
more for the poor peasants, the under¬ 
tenants. or the tcnanu-at-will, than they 
ever did for the rich and the protected 
occupant tenants. 

To understand this, one has simply to 
refer to the Bokosht peasants’ epic struggle 
(1937-1942 and l946-l948)«aiaeteviaion. 
and for the defence of the lands they tilled 
and the crops they raised. Beside*, if for 
some reason (which ia not known yet) 
Sahajanand and I he BPKS could not come 
to the aid of the Sanui ‘baubdars’ aghatton 
in Dbamdaha, Pitmen, between IMS and 
1942 (a» ha* been pointed out by Attend 
Cbakravanhi in his ’Unfinished Struggle 
of Sambo! Bataidars in Purnen District. 
1938-42% Economic and Poiitkn! Wmklv. 
October 18.1986, pp 144*-54), they had no 
krai lari*m in , ^ riw g up 6s shmecropping 
tribal peasants 'caoaa* a im w her e , aotabiytn 
Paiaman ia September 1940. la Dtuaka in 


Sahajanand and 
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tMO. In cdddfn whor part* of 
i to ApriMW. and aim of 
die share cr oppers on •bhnwH’ land* in 
Ph*as and Giya throughout 1946*47. 
Ideologi ca lly. they appeared to huvc no 
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i ini pi red 
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wtotogyvtmBmntal. shnfWiwsdKhetihar. 
3 swgfc. raised both caxtciM atom and das* 
MnslilHy among the substantial 
peasant* - those who usually employed 
agricultural labour, h eventually led to 


reservation agaSastOfctier the tribal peasantry 
or (be aharecreppen. 

Similarly. Sab^anaiKb and other BPKS 
. leadent bdopf tag to the upper custc* - who 
did not to belong among the organisers of 
the toiling people** movement* in India of 
the time? - do not seem to this reviewer 
to have Mood fat the way of mobilising the 
people of the middle agricultural castes, 
the kurmit. the koeiit. the yudavas - as 
well as thow of the lower middle castes. 
A widespread militant rising like that ol 
the bakaskt Mums, and an animated 
agitation like that of the hhowii khans 
could not have taken place without the 
massive participation of most ol the 
agricultural caste*. In view also of the 
radical conviction in the 1930s ami 1940s 
in the theory of class struggle os the panacea 
for all caste and community contradictions 
and therefore, of ignoring such 
contradictions it needs some wild imagi¬ 
nation to see Sahajanand and his comrades 
in the upper castcist garb. Bui then the 
scope for taking such wanton liberty was 
nut entirely absent, and the two hail-truths 
do tend to point towards at least one full 
truth. 

Nuul&tteuCai si 

From the beginning of their career as 
kitan organisers in Bihar. Sahajanand and 
his friends displayed little inclination for 
taking up the cause of the landless 
agricultural labourers or 'khet ma/doors'. 
many of whom also happened to he the 
dalttt of agrarian society When the 
movement began to spread in Bihar they 
were not cettatn if the dalit khet mazdoors 
could he included in the category ot 
'grihastha' kisans. and whether, following 
the bask 'land to the tiller'slogan, it would 
he practicable to demand land for the dalit 
khet mazdoors. by (touting the age-old 
asciiptive notion against it. Their confusion 
was further reflected in the BPKS Manifesto 
of 1936d e ma ndin g ‘gainful employment' 
for the landless, but not land as such, and 
the way they felt that the kbet ma/doors' 
misery could not he rooted out “till 
iraperiaBsreis replaced by anauonal state", 
or, as Rahul Sankrilyana was reported to 
have sceptically stated, nut before "the 
advent of communism and revolution". 

Sa b^a nand and the BPKS did. never- 

tbelesa, try uncertainly to initiate a landless 

labourers' agitation in September 1937 in 
the eastern pan of Pstn* district among the 
musahara(d«itts)omibuioverthe demand 
for increased wages and improved 
ceudUeuaef work. Tbs auenips. coinciding 


clashes between the musabar* and their 
employers in the first half of 193k. resulting 
in violence and bloodshed, and enabling 
the authorities to crush it in the name of 
maintaining law and ruder. The set hack 
mi stunned the BPKS that it did not make 
another worthwhile attempt ui organising 
the agitation of the khet ma/door*. 
Although its leaders continued to talk about 
the demands ot the 'rural proletariat'.their 
main effort throughout IVjn-41 was 
somehow to harmonise the relations 
between the agnculturui labourers and their 
kisan employers. They, in tact, tried hard 
tocxplain the 'involuntary' espionanonof 
the khet ma/doors by the iandbulders in 
termsof the latter's havtng little altcmalivc. 
under the strain ol rack-renting, hut to 
minimise the cost ol cultivation even as the 
expense of the wage-earners. They also 
appealed to the substantial peasant* to 
consider the khet ma/dogr* as their own 
‘kith and kin' who should he given their 
due tSwami Sahajanand'* presidential 
address. 3rd session ol the Ail India Kisan 
Sahha. Cuimlla. May 13. I93KI. and 
exhorted both ilw categories to appreciate 
"the great and gruwtng need lor their united 
Iront" (ResulutHin on Agricultural Labour. 
4th Session ol the All India Kisan Sahha. 
Gaya. April 9-lU. 1939). 

All this, and the Iasi that the BPKS 
neither made any sentws elfon to rally the 
khet ma/doors in support ot the hakasiu 
and the hhowii kisan*' struggles, in spue 
ul the khet ma/doors' spontaneous tacit 
support tor them, nor succeeded m bringing 
the landless rightful demand for land to 
the lore, irrespective ot the feasibility of 
its being panially or marginally tulflllod. 
makes one believe that Sahajanand and his 
comrade* had in fact neglected the cause 
ol agricultural labourer* (who incioded the 
dalit*). failed to galvanise them into the 
movement against Icudalism. and as a revolt 
left anti-feudalism in Bihar restricted to 
that vital extent. 

It is in the backdrop ol this living contro¬ 
versy over the contemporaneous agrarian 
society in Bihar that Saka/tuutmd am 
Agnt'aliurul Labour and the Kami Poor 
assumes a special significance. Prevented 
suitably 1 with an Introduction, an intto- 
ductory statement to each chapter, a 
comprehensive glossary and an array of 
scholarly sonotuinMu) the hook by Wahcr 
Itausor. who first brought the toil stature 
of S a togum md and the Bihar Provincial 
Kisan Sahha to serious academic attention 
mhu pioneering uapuhluhod research work 
of 19*1. contains the original Hindi text 


of S a h ajan and's political tract. Khat 
Mazdunr. and Us English translation. The 
KbctMazduor. along with other pamphlet*, 
was written by Sahajanand daring his 
imprisonment at Harorihegh in the four 
months between June and Septnmber 1941. 
it remained in its manuscript form 
throughout, and had nut been pubbshad in 
the Swann's life-time and thereafter. 
Consequently its contents, and their 
imphcatuin*. were nm known, though some 
people vaguely heard about it. sad a tew 
scholorseven referred to it (notably Hauser 
tamscllinhis unpublished work. "The Bihar 
Provincial Kisan Sahha. 1929-42: A Study 
ot on Indian Peasant Movement . Ihuvereity 
of Chicago. 1961. and Arviod N Ons in 
AitrariuH llnrcsl and Soeia-Ecaaomte 
Choate w Bihar. IVUO-IVMU. New Delhi. 
19X3). This historical text lets Sahajanand 
speak, most impressively, indeed, ter 
fumscll. and thereby, deal effectively with 
the charge of bis lack of interest in the 
landless labourers’ lot. and his neglect of 
their cause. 

Sahajanand was very knowledgeable 
about the historical ctreiiwstonces under 
which agricultural labourers cease Mbs 
existence in India, and shout the reasons 
ul I bar phenomenal growth m uumhur 
during ibc colonial period. He knew 
intimately the kind of life they ws m fe n c e d 
to live in agrarian society, the problem* 
i hey encountered, and the exploita ti on thay 
had always been snhrccted to. As n typical 
radical believer in the theory of dam 
struggle of his lime. Sa h ma n a nd 's—emiUi 
was devoted almost entirely to the 
economic* of agricultural Inbour b 
disregard cf its caste aspect, thong* he 
neither failed to ounce that "the apicubunf 
labourers are chiefly cnnu m td of cootes 
which have been suppressed farceasureaa". 
nor thd tsc shrink trow d cfcpdi o g testa* 
"the rigbiiel clai mant s" of fuudL 
Simultaneously, he pointed out thm ten 
nun-dnlits bad alro turned khet meadows 
in great number*, especially because of kku 
small marginal peasants' steady loss of 
land under colonial coodMOPt. 
Consequently. S ah aj a na n d found a kionu 
characteristic amung the khet meadnen. 
some <4 whom suhstsied not ouiyhywugm 
carmng. hut also by cliogjng deapecnMly 
to tiny pieco of land, andti thug thetn.Thia 
"hot fkixon and half wagr enrnrr" chereeUK 
ul them, the total d e p en den ce of ad there 
on the culovaiHm of land, despise dadr 
being wholly tandtes*. and dm nmilarhy 
ol their precanusis existence with dut of 
the small and marginal peasant*. prompmd 
SiHaijiwTiil in mat flic klcf miIhii • 
the poor' kisans. and to try to mebdiac 
them under the teaderehip of dm lUmm 
Sahha. 

II the Kisan Sahha was to hocesot dm 
nilyitd putnt <vt the khet mardneo along 
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with Die poor kisans, then it mutt undergo 
* drastic change in its natare and 
composition. It must then defend the rural 
wot against the exploitation not only of 
the landlords and mahajans. but also of the 
rich peasants - not only for their freedom 
from the bondage, but also for getting them 
the minimum living wages - and turn itself 
essentially into a poor kisan-cum-khet 
maadoor organisation. Apparently.in 1941 
Sahajanand had no qualms about it (“we 
should have no consideration at all for the 
rich peasants’*, he said), and he recom¬ 
mended to the khet mazdoora two different 
approaches for settling their wage disputes: 
an uncompromisingly stern one towards 
the rich peasants, keeping the stakes 
tomewhat high, and acompromisingly soft 
one towards the other kisans. keeping the 
itakes somewhat low. Together with the 
xmtimtous snuggle for wages, he invited 
he khet tnazdoors to rebel against every 
Dorm of bonded and forced labour, and 
supported their claim, along with that of 
hose poor kisans with very little land, to 
share of the landlords’ excess lands, and 
he pool of other lands to be brought undci 
ailtivttion. 

Sahajanand. however, was of the opinion 
tat the dispossessing of the landlords of 
heir ’ziral*. 'bakasht' and *khud kasht’ 
ands. and the distribution of these and 
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other taadsamo^ the khet-mudoairiind 
. the poor kisans should be imShstakwi only 
by the government. Uncharacteristically 
he maintained a complete silence over the 
issue of the ’land seizures’ or the rural 
poor’s snatching away - at the peak of anti- 
feudalism - the landlords' and the 
government’s lands, and distributing them 
under the Kiran Sabha’s overall guidance. 
If the ‘land seizures' were not resorted to. 
he did not say how. and what other way, 
his Kisan Sabha would lead the khet 
mazdoors to spearhead the struggle against 
feudalism to its climax. Rather than 
elaborating on these mobilisations! and 
agrarian revolutionary issues. Sahajanand 
preferred, like an economic planner (and 
surprisingly good one at that), to dwell on 
the ways and means of expanding the 
country’s agriculture, and stepping up its 
total agricultural production. He showed, 
with the help of official reports and 
statistics, that the cultivable land available 
in 1941 was too inadequate (about three- 
quartcis of on acre per agriculturist) to 
satisty the land hunger of the kisans and 
the khet mazdoors. If more lands from all 
possible sources (including the fallow, 
marshy and jungle lands) were brought 
under cultivation, increasing the total 
amount to such an cxicnt as to be possible 
lo allot two acres per agriculturist, and the 


JNMVCt (Oil fN&r <49*0* wpt vmfrfWHfmfywB 
through fall scalt ‘moda r rtm t ioo 1 ,. ~ou|y 
then the land hunger of tta kiMM/ caa ba 
met. and only than will d* agricultural 
labourers be able to get UmkT. 

One may.or may n o t accep t S a tajan ap d 's 

contentions in Khet Hazdoor as Ip have 
constituted the perfect strategy in the4940a 
for mobilising the agricultural labourers in 
the anti-feudal struggle. One could hardly 
say that Sahajanand was not mindful of the 
landless labourers and dalits. However, the 
theorisations are oflittle import a nce without 
their being put to some practice, and 
similarly the intentions are icarccly useful 
till they are actually acted upon. The 
accounts of Bihar of the 1940a do not show 
any significant evidence of khet mazdoors ’ 
agitation, or of their coming into a certain 
focus in agrarian politics. They remained 
as unorganised after 1941 as they were 
before, and clearly Sahajanaad’s 
exhortations had no discernible effect on 
their position. Why was it so in Bihar, and 
not exactly so in certain other areas, and 
what prevented Sahajanand and his 
comrades from translating their ideas into 
actions? Had Hauser endeavoured to answer 
these questions at some length in his 
Introduction, his readers would have been 
benefited further. 
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‘Our Time’ 


History, Sovereignty and Politics 

Viviek Dhanakwar 

If the mod*mitt injunction has been to make the present an object of reflection and to make ourselves the object 
cf interrogation, the question for post-colonials is. What does it mean to be modem? This paper raises questions about 
how the political present theorises itself, focusing on three concepts - history, sovereignty and the subject. It is argued 
that deploying the problematic of community should enable us to delineate the conceptual limits ofthe political languages 
cf modernity and to show the impasses of post-modernity as well as the reflexive possibilities of the political present. 


IF the modernist injunction has been to make 
the present an object of reflection and to 
make oureelvef the object of interrogation, 
then we are forced to ask with Leo Bcrsani: 
it it possible not to be modem'’ More 
exactly, cn we ever experience a time other 
than our own 7 "' But the question for post- 
colonials hat been for quite sometime: What 
does it mean to be modem? What is our own 
time? That question, of course, derives its 
force not only from (he fact that modernity 
has been an imposition, but also from the 
growing apprehension that its post-colonial 
perpetuation may be in some profound sense 
an error. We are here on a conceptually 
precarious terrain, for it is indeed difficult 
to make room for that judgment and to make 
sense of it without losing our hold on the 
present. But as‘critical historians' we cannot 
make that judgment 
I do not invoke the expression ‘critical 
historian' in vain. We may be able to 
illuminate our fin-de-siecle predicament by 
turning to Nietzsche, that other fut-dr-sieclr 
anti-modem, and his formulation ol the 
dilemma confronting the 'critical historian*. 

The same life that needs lorgctlulnc** 
sometimes needs its destruction: lot should 
(he injustice of something ever become 
obvious - a monopoly. ■ caste, a dynasty, 
for example - the thing deserves 10 fall. Its 
past is critically examined, the knile ihji to 
its roots, and all the 'pieties' arc grim!) 
trodden underfoot The process is always 
dangerous, even for life: and the men or the 
times that serve life in this way. by judging 
aad annihilating the past, arc always 
dangerous to themselves and others Kiras 
we are merely the resultant nl previous 
generations, wc are also thorcMiltamul their 
errors.passion*, and crime*, it is impossible 
to shake off this chain. Though we condemn 
the errors and think wc have escaped them, 
we cannot escape the fact that we spring 
from them... It is an attempt tu gain a past 
a posteriori from which we might spring, 
a* agaiaat that from which we do spring ■' 

Dm pott-coiomai predicament is that wc 
haw bpett mediating modernity byt that 
modiaUoa hoa always carried or secreted 


within itself the sense of another historicity, 
which introduces almost stealthily the non- 
self-kJentiiy of the Indian modem. And it 
is this historicity which allows the critical 
historian of our fin-de-siecle to call for a 
critique of modernity which would at the 
same lime be an attempt to provincialise 
Europe. Thus Dipcsh Chakraharty argues 
that. 

To attempt to provincialise this ‘Europe' is 
to sec the modern as inevitably contested, 
to write over the given and privileged 
narratives of citizenship other narratives of 
human connections that draw sustenance 
from dreamed-up pasts and futures where 
oollccuviiie* arc defined neither by the rituals 
of citizenship nor by the nightmare of 
‘tradition that modernity' creates. 

Do these other narratives provide us with 
an a posteriori ihisi from which wc might 
spring or from which vie might have sprung? 
Chakraharty continues:' 

There are of course notintra) structural sites 
where such dreams could lodge themselves. 
Yet they will recur *o tong a* the themes 
ol citizenship and the not ton-slate dominate 
our narrative* of historical transition, for 
these dream * are what the modem represses 
in order to be 

Critical history, then, attempts the 
'impossible' and therefore embodies a 
'politic* of despair'. The project is hnpussthic 
because history and the theory (the figures 
and categories) it use* has only one subject. 
’Europe'. no matter whether wc are ostensibly 
concerned with the history of Ghana or of 
India. 

There ts a great deal of ambiguity as to 
what Chakraharty means by “other narratives 
of human connection* that draw sustenance 
from dreamed-up posts and futures". The 
ambiguity arise* mainly becauseOukrabon y 
leave* it unclear how those 'dreamed up 
puus and future*' relate to our procut. and 
this present begins to tore ns already 
precarious bold on us. and we, our hold on 
it. when be declares that the critique of 
modernity, the provinciaiisarioo of Europe, 
involve* sending the categories of political 


modernity back to philosophy aad 
presumably to Europe - “in the one way 
at suspect corns returned to their owners la 
an Indian bazaar” (22). Furthermore, whoa 
he argues dial **ln unravelling the necessary 
entanglement of history-a d iscipti n fri a nd 
institutionally regulated form of collective 
memory - with the grand n ar racrv oa of 
‘rights’, ‘citizenship*, the nation stale, 
’public' and 'private' sphere s , one CMMt 
but pruMcmatise 'India' at the same Base a* 
one dismantles Europe” (21L d is for trims 
dear what the implication is of 
problematistng ‘India’. If the rmpootihie 
narratives of dreamed up pasts aad hMUSMI 
Hoot free of the present, then hoar rtnradw 
present get problematried? Ota dm other 
hand, if the task ol critical history « «g 
narrate the violence of modernity why uwmW 
one need to attempt the importable? haunt* 
that the impossible n ar rativ e asaempW tu 
redeem die post but g en e r at e* a poBtiestdf 
despair both because it raanot. do so sssd. 
becaure critical history is unable to eaphtia 


H* own implication in the present. HowoOHF 

barren thm present may be. widkontfraapigp 

its figuration* of the ht of onrri'i ounraron. 
we can only (tank of the past at a MdqpD 
or as a to**. 4 The present too ts tmmy 

ill.tngtq.lidtnri m m ways afhtigg 

together, whore fig u ra tio n s am jet tube' 
embodied in any theory or nwtimtian*.-' 


Let u* contrast Chakrabnrty's critic a l 
history with Water Benjamin't aSKSafg |b 
write t he prefaistory of modenaty, «i ah ■hhh 
K clearly has wme atTmny. UaMw PVnnOL 
who rearchcd I'u time past in order la snape 
from the luture and from temp o ra li ty as’ 


such. Benjamin looked for “hope in tim 


post" As Pww Sznndi puts *. “the haoMi 
u p rec is ely what Bcnja ra ra soaks ht dm 

past" The task**, as Saondi note*. 


is paradoxical, like the jahri n g af tepa and 
despair to whack d gives voice. The wupta 
the urtgta is. so hr tone, a way titte i p. 
hut backwardamsua tew*. «ddeh.aMkoggk 
h has gone by in te menatirae and its Mas 
has been pervertod. stathoM n nd re premi w 
thaa the cnrrcM image of die Mm' 
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Thb. e ww aftows Os to we whyvtoqiair 
it disjoined treat ttgpc in Chatrahany's 
critique of modernity. Admittedly. benjamin 
too hat a problem in accounting tor why die 
'current image of the future' is less promising 
than the futures pest. Fur Benjamin. however, 
it is dear that the glimmers of an upen. 
incomplete future in the past helps as break 
out of a paralysing hisioncisni ami thus 
perhaps prepares in us a receptivity to the 
pr esen t. In contrast. Ctukruhunys critical 
history, by embodying a politics ol despair, 
by showing us why our predicament is 
necessarily “inescapable'', will imprison us 
even more deeply in a historicism that is 
enable to open itself to any luiure and thus 
unable to determine any historical present. 
If we have no independent access to the real 
except through the iotcrjiitailaiion ol tair 
political concepts - Ihcconccptsof political 
modemity - (him it is not clear what wc arc 
doing by sending them hack to Eunipc. 
especially when the entique ol modernity 
confesses its inability to provide us with any 
other hold un our present. And with dial wc 
lose any sense wc might have had ol why 
our modernity may be an error, lor without 
a sense of the historicity of our present, ol 
even the Benjamiman kind, wc will have no 
way of seeing our present as containing 
futures that are not already lived out 
e ls ewhe re - this elsewhere being ol cuursc 
Eurupe, the origin and tclos ol modernity 
The non-negotiability ol political 
slnt cw ircs and kboms in India can only he 
accotUnrf for by the fact that dial sirucuwv 
and that idiom never evolved out ol any 
existing traditions (language*. hisioncincsi- 
When they become pan ol mir history, or. 
more accurately, when we hegm m have a 
■history' thanks to them, our lime can only 
appear ax 'prehistory*. When, thcnrlorv. we 
legiaioieflect on thecondiiHiro f<u a crii ique 
of our modernity. it would he tunic, and 
intellectually incoherent, to deny our 
ItiWory' as ahen in order then lo reach hack 
10 a different historicity as our 'impossible' 
hi s t or y (noo modem or premodem time. 
Ctttourek* But what is this present Hut leads 
us into this apuria? “What is H". as Michel 
Foucault has a sk ed , “in the present that 
mduees meaning now tor piulosophK'al 
reflection?’*’far ureter iw determine a rclVxttvc 


relation in our present wc must think (he 
BSMicity of history itself. Hen; ts then the 
reradoxical task: we need In deploy 
MSorictty against the very notion of history 
such that h istoricity is not reabsorbed by 
hbiorktsm. How is tins possible? 

h is not difficult, however, to decipher, 
beneath Chakrabarty's despair, the outline 
of another, more fascinating problematic. 
Thai is to say. beneath tire despairing project 
ft provincialising Europe, the problematic 
lhat takes shape is the problematic of 
ttwmmity. I am proposing therefore lhat 
fjtg late the quesitons ol our midentity as 


ft- 
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a question of our time, do**, a* ieeo*Uie 
Nancy expresses it so well. “The pomdhtiity 
of saying ‘our time’ and the ptauahilhy of 
this making sense tif it docs} is given by*n 
reciprwity between %iur‘ and IfotcVToday 
the quest km of modernity presents itself ns 
the possibility of tukittg up once again the 
question of who we arc and how we are 
reluted to one another,” 

litis |Ni|ier then ts designed lo raise 
questions about how we might understand 
the ways in which the political present is 
disposed to theorise itself. What hop)tens to 
some ol the cemnil concepts or the key 
words of our cultural and political setf- 
undersiunding - such as sovereignty, 
cili/endiip. right*. democracy, secularism, 
the nation - when the conditions that 
rendered iheni intelligible no longer obtain? 
Would it be (Hissible to map the semantic 
shilts wrought in them by tiic emergent 
configuration of insulations and practices? 
Do they retain their inidtigihihly today, and 
can they still iiHibilise our |x>liiicn-cthicul 
hon/.on. 1 If not. what new concept* are 
replacing iheni and what arc their semantic 
Held? 

Withoul pretending lo answer iliese 
question*. I sliall attempt io sketch at least 
the programmatic outline of an approach lo 
them by looking at three concepts: history, 
sovereignty and the subject. The hypothesis 
is that none ol these concepts can he 
understood without the other iwu. Posi- 
modcmiiy is a problem or a challenge for 
the discourse and history ol sovereignly 
tnsolar as the history that we are living as 
well as practising is bound up with the 
disctMirse/hisiory/insliiutioti ol sovereignty. 
History has always been a discourse of 
sovereignly, and sovereignly has always been 
structured in (lie form ol a subject, whether 
wc lake the latter to refer lo the citizen 
subject or to the collectiviiy named by the 
nation. ■" These concept*. moreover. have 
delincd the very unelhgibtliiy ol 'politics', 
indeed ol political modernity itself. 11 Other 
political ciswepts. list, dense tlietr contexi 
and force from ilieve three. Tlie link between 
sovereignty, history and politic* has been 
mutually constitutive because sovereignty 
has involved creating a poiMK'ol structure 
capable of dclining its own past and 
determining its own present. Now this 
history/subjeci ol sovereignly finds ilsell 
Ihreotened above all by whin one might coll 
the 'sovereignly' ol market. The play ol 
market lorccs is not only indifferent lo 
the history/strbreel of sovereignty. hoi ii is 
also capable of rocimstHuting it at will, 
thereby denying or negating history and 
publics. J 0 A Kocock. the historian of 
politicai tfiscotmc las he styles htnrsdf) 
whose formulation of the issue seem* to me 
to capture the theoretical and political 
perptesiiies of the issue of sovereignty, has 
argued that 


tihetpk# .of market/fuettia & 

odskishtRgwIhileiuMHWwfcttttareeir-iidatt . 
not need them any mem. aid whatavar the 
outcome, the mere rca Dutton that fbltt kt 
possible raises problem* la human values 
alarming if stimulating id the critical 
huclligcnce. Should'this happen? What hi 
ftwl happen* Ifit docs? Among the problems 
arising i* that of historical oclMoealion. la 
what history is one living if tine Uvea in a 
worUI where this cm happen? The question 
is complicated and cnrichad if the experienoc 
begins with the dcmoUtiun of the national 
histones which. If they did not encourage 
rite belief that one had a share in determining 
one' * laic, ul least located fate and ila maaiery 
in an intelligible culture, tradition, and 
politic*.'* 


Hisioncul self-location become* a problem 
because of the intimate link between 
sovereignty, the state and history. The logic 
of capital seems to forex the suae lo reassert 
its (crumbling) sovereignty in order only u> 
surrender it. Historiography, which was the 
product ol the liberal suae, suddenly seems 
to lose its locus- The crisis, however, raises 
even more serious questkms fur politics, 
some ol which I shall try to briefly indicate. 
That we find the very notion of the 
'political' opaque is because politics as a 
notion and practice derived its meaning 
from the unity, as it were, of history, 
sovereignty and the subject. So when we 
speak metaphorically of the sovereignty of 
the market that is threatening the cultural/ 
political autonomy of the nation, we are 
obliquely confessing that politics has Inst 
it* meaning: and n has lost its meaning, 
os I just indicated, because, we no kmgqf 
make sense ol the triad history, sovereignly 
and the subiect.” 

Although I began by considering the threat 
posed by the marker lo the hixtory/sobjcct 
id sovereignty, our intcrrogathmof political 
modernity - .in interrogation that seems 
imlispeo*.iMv to ascertain the possibilities 
ol the political present - would have to show 
when and how ihc play of market torecs’ 
detaches ilsell Horn the discourse of 
sovereignty, especially since tit the early 
modem ixilitual debates - the discourse of 
the ttiorkei was internal to or pan of the 
discourse ol .sovereignly." Furthermore, 
we would need lo come to terms with the 
arguments which, without necessarily 
welcoming or postuvely evaluating the 
effects of gkOtultsatioa. seem to suggest 
that the natiiin-sioie's (and hence of 
sovereignty' *) decreasing Mfni Dome* opens 
up other political possibilities which may he 
able to avotd some of the major problem* 
that the ootHin-stoic cremes or at lenti H 
unable m resolve.'* We need then to explore, 
on the one hand, ihc limits or ppi ti hi litlr i 
or existing political concept* whan 
confronted with new forma or tMWn 
and, oo the other, whether a n y M wp c ll ti ral 
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Hmtf W9m flto d H otb n fa <* favwrtgnty 
I* Mi <M » my gfuon ocmception of the 
lM^liM.MdiMt ti» debate about the 
appropriate form of the rime t» internal to 
the historical ‘Hn l rrt M that constitute* the 
dtooune of sovereignty. 

Hie career of time concept* in non- 
European context* create* impulse* or 
■portae that are yet to be resolved. What i* 
the logic ofhistory/aoverctgiMy m India (and 
in ptMooloitial placet in general)? It is on 
tide ate that both their constitutive force and 
their present crlais can be made perspicuous, 
and question* ashed about the reflexive 
possibilities of the political present. 

The Mstory/sutyect of Indian sovereignty 
has been constituted a* a “biography of the 
nation-ftaae“ "and this history, in fashioning 
itself as a Malory of sovereignty, has had 
to exclude and deiegitimisc other idioms and 
agencies. It would be instructive here to look 
at the problem of secularism. There is an 
obvious sense in which it is culturally alien 
(imposed, like most ol our political 
institutions, by the British and dcnvmg its 
authority in large measure because of that), 
and it is also what the nationalist* - muni 
precisely Nehru and Nehnivians - saw as ■ 
rations) normstivc choice which a multi- 
religious sovereign stale would do well to 
make. But it has been unclear whai u means 
for Indians to share its histury as hcncclonh 
part of thrinor what history it enjoins Indians 
to determine. For tins question could nut 
■rise a* long as the authority and value of 
political concepts embodied in the post¬ 
colonial stale (token over intact Irum the 
British) legitimised only one history. Only 
when that authority began hi be undermined 
and challenged by very diiTcrcm processes 
did questions long suppressed conic to the 


nosrretormim of recatoriine (which t 
leMmaMBbgngtcodupdnmf >. Secularism 
as oddciriM of toteratiun js cfaeefy baked 
to the principle of sovereignty (sad the 
juridical powor associated with hi. Rather 
than argue that the only consistent, viable 
position for Mustims is to demand, and for 
the state to gram, sovereigsuy in 'cultural' 
mat ten. I would argue that wc must work 
toward a political space front which we can 
question the very principle ol sovereignty 
as embodied in the state. This questioning 
would have ui begin with on attempt to 
redefine citizenship, and in the process 
explore the limitations of the politics of 
rights. This questioning may end up 
deconstructing these notions, nut merely or 
primarily on grounds of their Euruccntricity. 
hut because they no longer icil us the terms 
of our practical and pus statute relationship 
to one another" because they no longer 
embody u politics. 

The state functions by naturalising the 
classes and groups of civil society. When 
these groups and classes form or mediate 
representations of themselves through the 
stale, antagonisms and dislocations of the 
social cmctgc in the open. What wc have 
called 'political identity' emerges as the 
articulation of these antagonisms. Thus the 
'Hindu' as a political identity is irreducible 
to the interests of any one group in civil 
society and to the culiurai/retigious entity 
called Hindu. The attempted new equation. 
Indian cHizeimHmdu.isare»uhol'the attempt 
to compensate for the excess ol universality: 
ti is nut primarily intended to appropriate 
the sute or to make it religious. In fact, one 
could argue the radical proposition that 
religion is not the issue at all. and therefore 
the focus on ’secularism' is misplaced - yet 
another instance of Icll/liheroi literalism that 


surface. 

To put it very schematically, the state's 
espousal of secularism entailed, paradoxi- 
caAy, an active snetnpt on tu part uiscculansc 
what it took to he religious institutions 
(HindWMuriinvChriuian) This was far Irom 
being a benign process. 1 ’ The Hindu nghi 
(thecmergenceof Hindu a* a political identity 
is ■ fairly re ce n t phenome n on) now claims 
that the stale, as well as the lihcraUkfi 
intelligentsia, it favouring the mummies 
('appeasement of the mmuntio' in their 
political itictonc) by allowing them to have 
their own 'personal law*. So they claim that 
the time is ‘pseudo-secular' because far from 
being ne u tra l b e t wee n religions tt intervene* 
in Hlndn institution* but protects the 
Muslims If secularism a* a doctrine- or 
policy as weti as a cultural ideal has not 
only fatted but has til fact created a space 
which the Hindu right i* mobilising to ukc 
over hi order to marginalise (to put it 
suphatniilltrily) an already marginalised 
oaMnunhy.tiwnwnseenuo need something 
men, or. at any me, something other, than 


negates politics. The citizen's becoming a 
subject depends on the state - and. as wc 
know, in the pOsj-cntamaJ context the stale 
is the most powerful modernising agent - 
insofar as the abstract. universal slut (whose 
ideality is given as interior to used) needs 
the slate to guarantee it as such. It would 
be possible to show, following Fuucauti. 
that governmentafuy m the cokmial/pust- 
colonial context deploys both sovereignty 
and discipline to insiuuic modernity, 
including the institutions and practices of 
political modernity, it al so m the same pnrecss 
inscribes or reassigns inequality a*difference 
(usually unto those tt constitutes as mu-yct- 
cnizrro - women, 'minorities', 'scheduled 
caiics/tribcs’Can wc then invoke 
sovereignty to defend difference? 

The Muslim and the dattt are in a similar 
position in relation to the mmc drew identity 
is too particular ami too executive In 
imposing an tilonMy on them. Die sue seeks 
in effect in cireum v ew t thoir agency. Their 
identities bccunc c ac cos t * c because drey 
are btoctiod Bom the space of cttacswMp. 


The pothicai idemity 'Hindu', ou the other 
hand, emerges as a reaction to Ihe excess 
of umversaiily. What the ‘Hiadu' envies/ 
bales in the Muslim is precisely the 
predicament of the Muslim, namely, the 
Muslim's confinement to hisfaer identity 
(the excess of it).- 1 II we now readily accept 
that there is violence in t h e d en ta l of identity, 
we must begin to understand the comfiUont 
M whkh the al firmatton ol tthmwy cm nun 
into an imposition of identity ia» weft as m 
mckcmcntto identity land thus lead toakind 
of violence m.i dissimilar to that involved 
in the denial ot identity. 

Is there a sense of tmtoriciiy md agmey 
that does not obey the structure of 
sovereignty ?Ttot formulation imposes itself 
on us: however, one must resist timing it 
into yet another expression, or an taveruou, 
of the sovereignty principle. Rather, what 
we should look for is the process of 
imbrication whereby the pr in ci p le of 
sovereignly assimilates - or toes to. at any 
rate - structure* and practice* dm da am 
conform to the logic of soverrigmy, for 
example, caste, wtreewer kind of an eatity 
or a practice we take it tn be. A theory «f 
castc-praetiec wotdd have to co n verg e on 
the attempt to cxplnrcapaliiii'i rhattiuwrrepii 
the logic ot sovereignty. 

When scholars and polilicai c 
look at caste practices, they I 
ol various caste-groups dedaring 
selves -backward' and demanding tin 
caste too be included m the tin of i 
deserving ol reservation. There re i 
at all ironical in this if we 
perspective and see there at 
citizenship and real I inning the i 
of their identity. Despite the t 
of caste by the state, it renwina a 
concept. The red ra w in g produces ad 
kind of thickness. The task far a p nH tit n l 
theory is mtn simply to identify nr cfarify 
nrcniH.'tscor justify tberr statist grefamr 
describe the stale’s view of then*, hut M 
reticxivciy explore We poeafafatinaeguned 
up by the enormous ftutduy of 
practices and identitie s , hem ah 
way toward resisting and 
ctassilicaiNms recti as actiedulai caamsani 
inhcs’ and Back want Canes', so fast a I 
vocabulary - which 

pitVfctbdllk* -1 

bureaucratic ca 
are open to political i 
merely remain state-* 

Batitiar has rightiy asked, 'can wn timrefan 
the p r o gra mm e and the very nmna of 
eqwdfaerty in atiqpdariire? a Tho| 
then, teqsere* rednseript 
to suggest that mere « 
ukc care of fa | 
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ritiaen becoming ■ subject, rather than on 
the universaHaation of the citizen subject, 
for tirlattre’simpoaaible sovereignty forever 
require* a supplement or a doubling. 2 ' 

The larger problem here involves, of 
course, undemanding what modernity hats 
meant in India and how the state as a 
modernising agency par excellence has 
functioned and with what consequences. Let 
me pre sent a highly simplified - but not. I 
hope, simplistic - spccmim of positions with 
which we would need to contend. 

(I) Modernisers and Postmudernisers: The 
first position would argue that despite all the 
problems encountered and even created by 
modernity, carrying through the project of 
modernity (politically, economically) is Mill 
the best choice. It would sec the recent 
attempt by the state to 'liberalise the 
economy as a betrayal of the goals of 
modernity, as a surrender of sovereignty. In 
its left-liberal version tdominant until 
recently) it organised its politics around the 
agency of the state and predicated the identity 
of the citizen subject on the rationality (and 
hence modernity) of that agency and its 
ideology of sovereignty. Politically, 
however, this position has lust its persuasive 
power, and it would be important for us to 
analyse the loss of hegemony of this position. 
Where did it derive its authority from and 
how does it respond to us loss of authority? 
What changes can one envisage in its idiom? 
What new 'moves’ is it capable of? The 
postmodernism, those who wish the state 
to follow globalisation, would argue that 
politics will take care of itself if economy 
is freed; their vision is inspired hy the 
International Monetary Fund model of civil 
society. That is to say. in this nc»-liheral 
vision, only the agency nl the market is 
recognised as rational, and unlike its earlier 
incarnations, it presents market itself as its 
own justification. However, as an idiom it 
is yet to articulate itself fully and in the 
buhan context as least its constituency, the 
globalising middle class seeking access to 
the cosmpotis ol communication (apart ot 
course from the state itself), is yet (o establish 
H* dominant motifs politically. 

(2) The more radical position, admittedly 
a minority position held by a section of the 
imeHigemstt, but which may reflect a fairly 
pervasively, if incoherently, felt experience, 
would argue for a rejection of modernity 
. itself. Or. at least, it would see modernity 
itself as the problem: although many are 
templed hy this position, its articulation as 
a viable political position iaccs 
insunmmntable difficulties. The claim that 
modernity has been » imposition of 
something alien, that we nun-wcsterncrs 
watdddowelitoevolveour'own’inMilutions 
and practices, runs into difficulties when k 
.tries to narrate and make sense of the history 
5 *ay. the last 200 years. Insofar as its 
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critique ofmodemiiy. sbaamtotodtaa 
(ejection of modernity (apd, rttiawpwmly. 
of the present) this position socmt headed 


‘iaiJtemttii' * 
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to 

same time. } do am iMsk otxr dw o rwk ri 
language aHows us to da tbit. 1 * 


toward an untenable maivisjn. Nonetheless 
it does upon up some very serious questions 
about what history wears living in and how 
we characterise our political present.* 4 

(3) There might conceivably be another 
position (opened up to a large extent by 
Partita Chatturjoe) which, tricing its hearing 
from the insights us well as tho impasses of 
the previous positions, would argue that 
what needs to he rejected is perhaps not 
modernity but the modernist understanding 
or im<apretMK)oof modernity.-'This position 
would start with an acknowledgement that 
there is something like a 'suspension’ of 
history - the inability of the history that has 
constituted our present to ‘go forward', os 
it were - in order to begin an interrogation 
of die different idioms as well as a dialogue 
between different historicities.^Thc history 
that is under suspension - for various 
heterogeneous reasons - is the history that 
has constituted itself or has been written as 
the “biography of the nation-state''. If this 
hisiory/suhjcct of sovereignty is in crisis 
now, docs it mean (hat our present is post- 
historical and post-political, given over 
entirely to the market and its sovereignty? 
Or can we speak ol other political possibilities 
contained in different historicities and 
agencies dial have a chance, a future, precisely 
because of that impasse? 2 ’ 

Unlike the position above, this position 
would not reject political concepts simply 
on the grounds that they ore western. Instead 
it tries to ask. conceptually and historically, 
why those concepts/mslilulions have turned 
nut to he inadequate, troublesome and even 
disempowering - mu only for miminiies hut 
for what the state calls 'scheduled castes and 
tribes'. And it hopes this questioning will 
generate a more complex sense ol' the 
historicity of our present Hut would (hat 
help us ascertain the political possibilities 
of the present? This question forces us to 
address difficult issues - which are both 
philosophical and historical - such as bow 
political concepts relate to cultural practice; 
under what conditions they change; how 
new political concepts come into being (if 
they do). If culture is supposed to tell us who 
we are. politics, one imagines, has the task 
ot telling us what we arc and how we are 
related and should relate to others. The 
problem with the sovereignty model in India 
(as elsewhere) has been that it both sutures 
and reproduces the split between culture and 
politics. p 

Part ha Chatterjee has formulated the 
problem elegantly and lurvctully: 

Here tic* thcnxn of our pnsl-cokmiri misery; 
nut in our inability to think new farms of 
the modern comrouwiy but in i*e surrender 
to the old form* of the modern state. If the 
nation is an imagined community and if 


If Foucault sees sovereignty (and the 
juridical representation of power associated 
with it) as superseded by governroemajity. 
and surviving, in conjunction with 
disciplinary power, at an instrument of 
governmentality, and if for Pocock 
modernity is defined by the discourse of 
sovereignty, which renders possible 
history as a meaningful structure and 
politics as an activity that defines and 
redefines that structure. Chatietjee's work 
opens up a way of mapping the colonial 
articulation and post-colonial interrogation 
of disciplinary power, govermentality and 
the discourse of sovereignty. 2 * 

Chauerjce argues that Indian nationalism 
first established its sovereignty in the cultural 
domain constituting it as the ‘inner’ and 
’spiritual’ (family, education). where it began 
to carry out the process of 'normalisation'. 
Its political articulation, however, never 
challenged the ideology or the political 
form of the colonial state. Subsequently, 
of course, this slate was appropriated and 
‘domesticated’. Yet the imagining of the 
nation-state remained within the logic oL 
sovereignty as the latter was deployed as an 
instrument of governmentality. often in 
conjunction with disciplinary power. What 
remains suppressed or demed. both in western 
theories and in Indian nationalism, is the 
possibility of articulating the nation by 
acknowledging the claims of coflnmmity 
itself. The thinking ol community remains, 
and will remain, impoverished because our 
imaginary and out institutions have so Tar 
found no place lor it. So, Chatlcrjoe's 
provocative hypothesis is that “an 
investigation into the idea of the nation, by 
uncovering a necessary contradiction 
between capital and community, is likely to 
lead us to a fundamental critique of modernity 
from within itself.'" 

Tlic crucial question, (hen. is how the 
'who'(of'culture')and 'what'(of ‘politics’) 
relate tu each other. This question Net at the 
heart of the concept of the citizen subject. 
What is involved in the irrmfluikmof political 
xboms? How to characterise the resulting 
imbrications? Are there any ‘prerequisites 
of citizenship’ - economic, cultural, or 
gender? Are (lie problems and antagonisms 
generated in the process of putting ekizauhip 
(and other related concepts such as rights) 
into practice contingent by-products, or are 
they internal u» M? The post-mo d ern con di tion 
has perhaps only precipitated a debate that 
was long overdue. That debate would have 
to address the question; what am the ways 
in which the concept of ’history’ l» being. 

shuukl be and can he f or m ul a te d with regard 
to the necessities and roflesjve possibilities 
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BW fd frdani o n dBte rt ol fr. eetmnewify and 

PMlWfP n^m - - " * 

rtmriarc of s o vei dgW y «ad to conception 
of Mrtocy and pdilfcs? ft] other word*, what 
are the poBribllitieB and dHemmaa of post- 
modernity in India? 

The problem of ‘historical ldMocation’. 
with which I darted, intersects with the 


troblem of inventing a language tor 
language*) which would help us break out 
of die shackles of dm modem date and the 


form of politic* that it imposes. It is si the 
intersection of these problem*. I have tried 
to suggest, dim the concept of community 
re-em erge* as the great unthought of our 
xditicai and philosophical theory." If we 
now combine Chatterjee’s hypothesis with 
my suggestion that we need to think the 
historicity of hueoty itself, there opens up 
a possibility, but no more than a possibility, 
orthinktng about the nation differently 
I began by asking in what sense we could 
call modernity an ertor. an emir perhaps that 
we ourselves are. Asking how one could 
arrive at this difficult, perhaps impossible, 
judgment, involves asking questions about 
our time, about the historicity of the present. 
Vhal is our time, then’/ '‘Our lime ’, says 
lean-Luc Nancy, “is the lime, or u time ., 
of the stapenae or suspension of history - 
in the sense both of a certain rhythm and 
if uneasy expectation” lemphasis in 
original].* 1 What is suspended is history as 
the sei f- presentation of a subject or an idea. 
Tiis is not of course the end of history 
much in the news recently; or. rather, it is 
the end of precisely that history whose 
:nd has been announced. For that history 
waa/is the history of “hi stone ism - with or 
without teleology. As Nancy puts it. 
‘historicism in general is the way of thinking 
that presupposes that history has always 
already begun, and that therefore it always 
merely continues. Historicism presupposes 
history, instead of taking it us what shall be 
thought” (emphasis in onguial)." That also 
means that historicism cannot think the 
iresent - our time-as inaugural, as a 
iro misc that is not predetermined by on 
origin or a teios. History, finite history (and. 
as Nancy says, there is no other kind) is 
always the history of community, of a hetng- 
in-commoo; the in-common, however. 


amnot be thought of as substantiality, os 
substance or subject, despite the fact that the 
‘in' of in-common is always figured, as 
fraternity, as nation, as proletariat, 
rommuahy is not to be thought of as a 
subject or a supra-individual. Fusion, 
immanence or oneness is the death of 
xtmimiidly.liDr’IcJonwMMwyis, inasense, 
resistance iuself: namely, resistance to 
immanence**,* Nancy's ontology (for the 
ack of abetter temriof community attempt* 
o describe has Attitude of singularities. But 
dns singularity is not produced or extracted; 


ji tsfcfB jitaco in tht of 

t oget h er, Or as Naacy puts ft. lijn myth, 
commvoity was proclaimed: in the 
musnupted myth, community turns out to be 
what Blanchot has named The unawwahle 
community'"'* which kith promises and 
forbids ankululKKi. But t* u unavowable 
because, like Nietzsche’* a posteriori past, 
one can only ‘live it in what makes it 
conterjqxirury to a (mat wind) it has never 
been possible to liver** 

We need then a critique of modernity 
which invd ves neither a denial of the history 
of political modernity that has produced the 
'error' wc ourselves are. nor an a c cepta n ce 
of that history (the end of history) that denies 
the eventuality, the noncuotemporanoous 
historicity of our present - neither a denial 
of the hegemonic work of nationalist 
modernity that has produced ‘our* national 
identity, nor a ratification of that identity as 
the sovereign embodiment of community. 
As Nancy argues. 

(CJommumty cannot arise from the domain 
of h writ. 

One does not produce it. one experiences 
or one is constituted by it as the experience 
of finitudc. Community understood as a 
work or through ils works would presuppose 
that the common being, as such, be 
ohjcctifiahlc and producible (in sites, 
persons, buildings, discourse, institutions, 
symbols; ui short, in subjects)." 

The task is to I or mutate a conception of 
historicity that allows us to think the history 
of community, but community thought 
without and against the subject-structure ot 
sovereignty, to think our singularity- 
contingent, without origin or end - rather 
than our sovereignty - which cannot do 
without origin or end because it so centrally 
involves property (real as wdl imaginary, 
legal as well as cultural I. So we need to ask. 
what son of a community i> the nation? 
What do we understand by community and 
its relation to politics'’ Is the idea of the 
nation exhausted by nationalism -cultural or 
political, and by the riaimof the nation-state 
to embody it? There is a sense in which 
nationalism is always cultural nationalism. 
If one wants to theorise the nation without 
recourse hi nationalism tor to the natioa- 
siaici, how docs one get around the fact that 
it is always the ‘culture’ of the people that 
provides the ground for political claims 
(sovereignty. autonomy. etc). that utumatdy, 
nationalism - the enjoymcMf/mNssaneetof 
the natkm-thing, as Ztzcfc would put it. 
subtends all claims regarding the notion 
(including, and especially, the elemen tscy 
and elemental daim implicit in the ‘magical* 
pronoun* *my‘ or our’I?* The only way out 
lies in conrtMtty interrogating the idntion- 
ship between wort (nationalism. natkm-xuse) 
and unworking (the nation as community). 

A cutturc. as Dorrida reminds us, is never 
i de n t ic a l to itself** It is this seif-difference 


ofacuhure - u^-tablt precarious, yaafway* 
present-that allows for rite possibility of 
a different signification than a total and 
r e ma in d ert e** identification with the figures 
generated by the ‘work* of modernity or die 
nation. The figuration of the community has 
produced a singularity - a shared identity 
that* we call national identity - but (his 
figuration has tended to deny or disavow its 
own non-foundation, ns fimtude Because 
nationalism is always an attempt to 
dissimulate this non-foundation or finitude. 
it always requires an esces* or a su ppl ement 
of nationalism.* Nonetheless, can we not 
think of the nation as the iMerreption of 
myth? 

Thus once myth it interrupted, writing 
recounts our history to us again. Bui it is 
no longer a narrative - neither grand nor 
small - but rather as offering: a binary it 
offered to us. Which is to say Ihn an event - 
an advent-is proposed tout, wuheul its 
unlofdiag being imp o s e d on us. What is 
offered to us ft that commiaary is coming 
about.-ur rather, dsn something is Ingpaamg 
to us m common, neither an origin nor an 
end. something in common." 

Once the myth is interrupted - tariudiag the 
myth of history as sense.duectiaa. Idas - fee 
principles, questions and fonnutaMu* dw 
had organised the myth are p w ht b ire d: bat 
this prohibition is “a decision without 
justification P er hap s no justification can 
be off ered wiihsioircsionwg the myth, w idi o u t 
the fiction of another foundation. 

Thus”, to put it m the wonts of Btaadm. 

one will discover dial U {dtt ssiWWMt 
community) stop entries an exacting pnihirsl 
meaning and that it docs not permit us in 
lose interest in the present time which, by 
opening unknown spaces of freedom, makes 
us responsible for new rrlsnnuglup*. always 
threatened, always hoped fat, bctwncnuhw 
wc call work, oeuvre, and what we cal 
unworking. Jrf.wwnw* ** 

When we inmate a critique of aatioadwt 
modernity, the basis for it manat be found 
in residual practices - the practices feat me 
(m we used to say lie ft behi n d by m odernit y 
or those that somehow survive lot* 
modernity - hut to what is e n g e nd ere d by 
the process of normatuabou of us o d rm i ty, 
namely, the figures of unwoririag. Thsre is 
a scroc in wtuch those who daim lo critiqui 
modernity cannot avosd repeating dm 
TonosesianfWebcnan story of hcmdn 
rtunm ii of pra c tices, concepts Benund 
WtUiam*. for example, tepeasod thm story 
m his theory of duck and dun ethical concepts, 
ou r ethical modernity being chtsnciBrisadby 
dun etfucai conuepts such as ought, good, 
right and by the dairntgrii st of duck 
concepts such se steam, ereedwry, courage. 
Chancrjoc mo shows a certain wwikimm far 
the myth that the pre- m od er n was driefc and 
the modem tsdnn when he Mphesaceuirmt 
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beiww^polytCTy of p > e <ofcwrti‘ , j»ti' 
tnd (U regimentation into caste by cokmial 
modernity." Hi* idea of imbrication of 
idiom, however, militates against that 
interpretation, and has the potential for 
providing a different way of interrogating 
modernity. Our modernity too has produced 
thick concepts, produces them all the time: 
but we will not And them it if we look to 
the self-understanding or self-justification 
of modernity. That is to say. we will not And 
them if we look to the 'work’ of modernity, 
but to the figures of its un working, the forms 
of community that come into being in the 
very un working of modernity. Therefore, 
unless one is committed to a certain 
historicism. there is no reason to deny that 
modernity might be creating another 
polysemy, around other concepts and 
practices. Thus, for example, one coukl look 
at post-Manda! India, in the thick to thin 
version, as the rcsuh of that thinning process: 
or one could, without committing oneself to 
any ideology, look at it as creating, or ai 
least making possible, the creation of other 
polysemic concepts/practices. 

I have suggested that we must interrogate 
and reject the modernist interpretation or 
self-understanding of modernity, but it is 
an absurd project - historically and 
conceptually - to reject modernity itself. 
‘We* are modem. The state and sovereignly 
are as much an Indian thing as. say. caste. 
Therefore, one could argue that a critique 
of modernity that emails its rejection can 
only be an evasion of the present: It cannot 
be a critique of the present. Thus the quesi Km 
of community is a question par excellence 
of modernity. If we take the critique of 
modernity to imply a rejection of it. then 
community can only mean a residual, 
traditional thing, and. consequently, the 
tobtics based on that notion would have to 
be a rescue or recovery act - to recover a 
language, reclaim a tradition (even a 
resistance tradition). If would be a redemption 
irqject. In contrast, we take community as 
what'happens’to us now and politics as the 
exploration of the new space of freedom 
opened up by the rclationshipbct ween ‘work’ 
and 'unworking". One leads to a protective, 
redemptive politics; the other makes possible 
new experiences of ‘our time'. 

I have argued, rather schematically and 
irogrammatically, that deploying the 
xobiematic of community shuukl enable us 
to delineate the authority as well as the 
conceptual limits of the political languages 
of modernity; to show the impasses of post- 
modern i ty aa well as the reflexive possibilities 
of the ptditkad present. The aim would be 
to generate a pOfhkal theory for the present 
whose idiom wiMderi vehs layered reAcxivity 
from a r e in terpre te d conceptual history The 
.uestion for that political theory would be: 
If political agency hat been theorised in the 
Itnu of a subject (rights of the eitrien. 
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and what replaces the di a co ura ofbfayyy of 
■ sovereignty? 

Notes 

ITcjaswiat Niranjsna betped me to connrptealiec 
the arguments. Conversations ow the tan year 
with Panha Cfeuteqcc stimulated me to engage 
with the problem* of the tattoo and ns-v ta rin g . 

I am indehted tuJGA Pocock fur his generous 
and illuminating correspondence that set me 
thinking un Mime of the issues discussed here. 

I am. of course, responsible for the position. tech 
as it is. advanced hctv.| 

1 ‘Leo Bersani. 'Boundaries of Time and 
• ’ Being: Benjiomu. Baudelaire. Nietzsche' in 

The Cnlhtrc of Keiieniptunt. Cambridge, 
IWO. p 47. 

2 Friedrich Nietzsche. The Use and Abuse of 
History. Indianapolis. 1957. p 21 

1 Diprsh Chokrubariy. "Postcidoaiality and 
thef Artifice of History: Who Speaks for 
‘Indian’ Pasts'. ffrprr.trniolw*iJ. 17. Winter 
1902. p 2.1" Subsequent references to this 
text wilt be given in the text. 

4 What is puzzling in this courageous, 
intensely personal and polemical 
intervention it its elision of the present. 
When Ouikrabany does address in passing 
the present while talking about “the 
bourgeois legal fiction of citizenship”, he 
cmpkMs its "pcrlormunce" in India as "force" 

(a very Eurocentric judgment repeatedly 
endorsed by the Indian elite). And yet he 
says Ihui be recognises how the language 
or fiction of rights has "in many 
circumstances empowered marginal 
groups". Ii is because of lhai elision, the 
non-acknowledgement of I he implication 
of his own discourse in the present, that 
Chakrabarty is forced into a series of 
defensive pre-emptive denials of nalivism. 
nostalgia, anumodenuly, etc. Commenting 
on Gandhi's critique of Europe. Chakrabarty 
says that, it "is compromised on many points 
by his-nauonalism. til). What would be 
an uncoippromiscd or uncompromising 
critique of Europe f One could argue that 
only that position is uncumpromised which 
has never felt or which no longer feels the 
need to talk about or tangle with Europe'. 
Chakrabarty's own project it seems to me. 
repeats the founding problematic of 
nationalism, namely, the split between 
culture and politics - 'our culture*, 'ibeir 
politics'. To redeem our culture, not only 
from their political categories but even 
from the figures and morphologies of their 
theory or historiography - isn’t this a 
radicalised nationalism? (joint apart from 
the conceptual difficulties of that project. 
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«t enter (he 

west (that went* in gmm it i rlf aethstate 
of one's original ttthm n tkm and thomfbfe 
presumably as the o b ject ad p e n t e tt iontal 
resumimest.) AnirintnwIedpwnmU efwhet 
we etc and where we ate tee m s reoeee ar y 
for explonng the reflexive poeribAWee ef 
the present. Instead of focusing on Burape 
aa an object reality or hy pe r re a lity , tat’s 
Kart by asking questions about our present. 
My point then la not that we should lower 
the stakes Involved lit a critique of 
Burocemrism; it is rather that we cannot 
make seme of the stakes as Chakrabarty 
presents them. 

I Peter Sxoodi. Hope in the Past: On Walter 
B en j a min ' in On Textual Underumdlng mt 
Other Essays, translated by Harvey 
Mendelsohn. Mimwapoli*. 1986. p 196. 

i Caught hc i w e c n an entawginebic future and 
re unredeemable past, it woeld seem dtwufote 
that the post-colonial ia left with an 
unrepresentable present And if Europe is 
coextensive with modern i ty itself. If Burape 
has universal)ted itself, it may be that cnee 
again history has cheated the post-cotontal - 
or he/ihc has been cheated of history, lest 
when it seemed possible to inaugurate a post- 
cotonial intonogstioo of modernity - the seif- 
inauguration of the (western) subject it tents 
out (hat that project has been rendered otiose 
either because modernity has already realised 
itself (history, and with it politics, has come 
to on end), or became its realisation itself 
testifies to its failure (history and politics 
have lost their intelligibility). The 
prollifcruliori of'post's - post-national, post- 
political, post-history - attests to a c ondition 
for which we inuy as well acc ept the term 
‘post-modem’. 

1 Michel Foucault. The An of Telling the 
Truth' in Michel Foucault: Politics. 
Philosophy. Culture, Lawrence D Krazman 
(ed). translated by Alan Sheridan and others. 
New York. 1988. p 87. 

I Jean-Luc Nancy. ‘Finrtc History' in The Birth 
n> Per seme, translalod by Brian Holmes and 
others. Stanford. 1993, p 151., • 

1 The prayed I have ia mind is similar to. say. 
Partita C b a t s ei yc e 's project (The Node* and 
its Fragments: Colonial and Past-cahmial 
Histories. Princeton. 199.1) of fashion in g a 
language that “must allow ns to talk shout 
community re I the stale at the seam bam” 
(p 11) ia order "to claim for us. the once 
colonised, our freedom of ImeginsHna’' 
(p I2);w to Foucault's proposal fort critical 
ontology of ourselves which ~wte asper s es 
out, fmm the c o nti ng e n cy that hat made as 
* are. die possibility of no laager 


I find it incoherent because (and one does 
not have to be y whccl-ef-progrcss Marxist 
to say this!) it seesus to express a wish that 
we were someone else red som ep l ace Use. 

My claim is that politically relevant, and 
intellectuoJiy challenging, questions about 
even Eurocewricity are to be e n co un tered 
in our relationship to the post-colonial 
present. Without thethe re alis at ion of that 
relationship, the attempt to provincialise 
Europe may. paradoxically, ssrepiy trap us 


bei n g , dorag or. thinking wtsar we are. do. or 
dunk’ ( What is Enlig htenment ' in The 
Finnsmh Pender. Paul Kabia cw fod). New 
York. 1984. p 46): or to Banned William' 
attempt I Shame and Necessity. Be e fcetay . 
199.1) ip recover a sense ef mate y ad 
roipu—miiy iImi wss pmani it iMkjiity, 
ivMcfi pentas dexpte it nodMinonriiiid 
MtfkMM of aiMcv. aai dttMhifli hi mid 
to eetl "us not juee who we era, bur who we 
are not” (p 30). 
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.MfcrQwRW I—i l<i MMny(wti).Uioilun. 

and * “Rights of 
C^^TlMMo^Owrf^arPrmi.Hu 
, mi BqatdRy * in Haste*. Chant* and Ideas. 
tamhiti by Jamm9w*a*ou. London. IW4 
Thu two iwpail— may* «t Haliber show 
how Hu «wtine*i»'i of hie modem concept 
erf the s u bj e ct rede from the problematic of 
wlMtec^ihacirfmmlmaHiNiif-iHtabicu 
(dermir-ar/ro. My own discussion ol cm/co 
mbjoct and sovereignty is indebted u> the 


i w lghoi of them two exsays. On ihc subject- 
an c uw of the Matariciat notion of bwiory 
itadf. m Nancy. ‘Finite History', p 1411. For 
an ilhHaiaaliag discussion of the links. 


hauoncal and conceptual, between property, 
sovereignly and hiatery and between progen y 
and crtirerutop. aoe 10 A hit-nek. Tangaia 
Whemaand EnbgbtcamciN Anthropology’. 
New Zealand Jintmal of History 26tlt.Apnl 
IW ppJWJ. and Thu Ideals ot Cniycnship 
since Oatmeal Time*'. Queen « Quarterly. 
Wll). Spring IW2. pp 15-5.4 
I J G A Fococfc. ‘History and Sovereignty. 
Response to Europeanisation in Two British 


Cabinet' . Jutland of Hrntdi Stuihes. t Aiohci 


.11. IW2. pp 15*-KV see also his 'Devon- 
meting Europe'. Lnuhtn Kent u of Hooks. 
December IV. IWI. pp 6-Id 

2 Pocock. *Hmory and Sovereignly', pp .161-62. 

1 My dweaumn to (or has. I hofic sei the 
c ontest for uad crimi dmg Pncnck s vuggcsiion 
(this. I tokert.it dir 'stimulating part ofwhat 
he otherwise icy unis as an ’atamiiny' stale 
of aflaM*lihat'‘|l)licelassh:ipKsiioiisol early 
modem potttm |ciuwn-tuh|cet. sovereignly, 
rightt. and to on| may he renewed under post- 
modern conditions .. ” cHitinry and 
Sovereignly', p 1M). This is. then, the sense 
m which ‘oar’ tnugbun has ofl'milies with ihc 
eorly modem situation lundamcnully. we 
loo are required to institute or (einstitute the 
political. or accept its demise and draw tlie 


cnHHi|ieKCs 

4 AaitovideM from the work ot the Camhndgc 
school. Sae IGA Pocucfc. Virtue. Conmu-ri e 
and History. Camhndgc. |V«V and ‘A 
Dtacnaow of Sove r e ig nty Observations on 
the Work tn Progress ’ in PtdiiHal /An mine 
in Buriy Undent Bntmu . Nicholas Ptullipson 
and Qursllia Skinner teds). Cambridge IW.1. 

lama* Tally. Am Appnnuh in /Wimef 
PMauftby: hxie m CtmleUt. CamhnJgc. 
1VVJ; Richard Tack. Philosophy and 
Gtmmmmt 1 572 /65/. Camhndgc. IWI 
Sec abo Alien O Hhschmon. Possums tuul 
luieeeMt: PaMssd Arguments for ('apnahtin 

hefort to Triumph. Pnoccton. IV77 There 
•a no work, m my kauwlcdgc. that aih-mpts 
to relate die contemporary relationship 
betwe en dw discourse of market, ptopeny 
and capital to political discourses in his 
iipWiin essay ('What is a Politics of the 
Rights of Mas*' m Unitet. Chutes. Unix). 
WaHharhaa audarttned the political importance 
of d t ao r temg the eunwntporury forms of 
property fee an uudomauUm*. in particular 
of new farms of laaiptaliy «rei dirtcrere*. 

5 Tbs * noi tbs piaoe to ikacms t he comphc met) 
and Ihaemnllng arguments for pnM-nammai 
tdsniitiaar or social touts See Arjuu 
Agpadtnan 'F rerre ttxmx n J ns F n iares ./Ww 

ciiwr*3».Spring W.LppG IRLMamrel 


.'Cnahttk "Curopem Cuius, dm fMondpticamt ^ 
Rmstery. ami tot Ghdud Sgreretpy'. Nto Left 
JUmw 2M. MarddApnl IW4. pp f*>& 
MicfchcJ I Shapiro. ‘Moral Geographies and 
dae Ethics ofPust-wrvactgtny', hddii Culture 
6t.l». Spring IVV4. pp 47V-502: Yaei Tamir. 
Liberal NatnmaUtm, Phacctou. IW.I; WHbam 
E Connolly. Ideality and Differeme: 
Oemarritltr negotiations of Politn al 
Paradox, Ithaca. IWI. 

16 Gyaneadra Fandcy, ‘la Defence of the 
Fragment: Wriling ahuai lliodv-Musinn 
Riou in India'. Hepretenkitiant. .17. Wniter, 
pp 27-51. 

17 Pariha Chaticrjcti. 'Secularism and 
Totcralkm'. H imaour amt Pidua a^Weeih. 
Vtd XXVII. July V. IWI. pp I7btt-H1. 

Ik/ The phrase is from Kuhcrtn Unger. Smiat 
Theory Its Summon und Its Toxk. 
Camhndgc. IVK7 

IV li is turd to improve upon Marx's classic 
statement ol ihc issue: "The slate in its own 
way abolishes distinctions based on lnnh. 
rank, rdmuliwi and aei upttlitm When U 
proclaims dial every uicmhcr id'the people 
is aiicvfuai participant in popular Mivcrcigniy 
regardless ol ihese distinctions, when it 
treats all those elements which go to make 
up the actual lilc ot the people Irom the 
standpmm ol the slate. Nevertheless the 
stale allosvs |iriv ate ptopeny. education and 
occupation lorn/ and assert i heir part a nlur 
nature hi llieir way. i c. as private property, 
as education and as occupation. Far fnmi 
abolishing these luciual distinelions. the 
slate |*esupfHiso them in order lo exist, u 
mily experiences ilsclt as/vih'/n al note and 
asserts ns uuixmaliir in opposition lo Ihese 
elements''. Karl Marx. ‘On the Jewish 
Question' in Bari Stars' Early Writings. 
translated by Kmlney Livingstone andGscgor 
Hcmon. Hannondsworth. M/7V p 21V. 

211 Michel Foucault. ‘Goveminenialily' in 
loui null Elh 1 1 Slothes m (on enanenlulily. 
Graham Huivhcll. Colin Gordon and Peter 
Miller icdsi, Chicago. IW2. However 
.plausible ihis must lor the lone being at least 
lentam a hypothesis 

21 Why this ivaciiun now hi the cscess at 
uiHYcncdiiy 1 A h)|xuhesis could he dva the 
emren (eels deprived of those tactual du- 
imclnins or ihey an: threatened Thecowattner- 
eui/en. who emerged in the IMs. and those 
who ideiNdted with or aspired to that identify, 
feels a dislocation that ihnsMcns ho. very 
idcntHy. In this situonuo. the Minton appears 
as the person must secure w his HieMUy. who 
is stealurg our pleasure - our reuion thing, 
as .Slavu| Ztrei. puts it. See his Turrymg 
tftth the Negative Kant. Hegel, and the 
Critique <y Ideolng \. Durham. I W.V Ch 6. 

22 Matdvar, ‘ "Rights of Man" and "Rights of 
Cm ten": The Modem Dialectic of F wi cdam 
and Equality' in Hasses. Chose*. Idem. 
p ,5V. He corns the ncutugum ‘oquaHherty’ 
tn argue for then laseparability The 
qucxtion of singularity marks, for R t f d e ar, 
the turning poini between the modera form^ 
of potHks hated on uai versa! try and the 
post-mutfem queutinns that fake shape 
within and against it. 

2.1 For an i.l to u rim a of this question, tee 
Vivck IRumlwe. Came wad the Secular 
Self i h m r m d «y Art* und Idem 25-26. 
December tW.V pp II.V37. and Vivuk 



Dhareshwnr and R Invatsaa. ‘Rowdy. 
dhMteru- Aa Essay on SnbatfenMy and 
hdUies' forthcoming M Subaltern Studies 
IX. 1hah«l Atom and IHpesh C hm kt a b a ny 
teds). New Delhi: sec also Susie Thm and 
Tefaswiai Ntraayana. Ffobterns lor • 
Coatemporary Theory of Gender', 
forthcoming m the same volume 

24 A shiv Nandv would he the most amculate 
representative ol ibis puviuo* See. among 
mnuutcrahle other works, hrs ‘An Ami- 
Sceular Miyulesto . Seminar .114. October 
I VMS. pp 1404 and The Politics of 
Scvulartsiu and the Recovery ol Religious 
Tolerance ’ in Utrrart of Viol erne Com¬ 
munities. Knot and Snn n-oet in Jwd Alia. 
New IVIhi. IVVti Dtpcsh Oukrtoany s 
positions, too. seem in be leaning m tins 
direction 

25 I lake this taught loan Anthony Appiah't 
elegant. The Plnt-cofoaerf and the Ku 
modem' in In t/i bother r Htmur A/rwu m 
die Pialosophi id Culture New Yult IW2. 
pp 144-47 My micrpietauun of what du* 
rc>x'ii«m means, however, dsflerv from hrs. 
mainly because my interpretation af what 
constitutes the modem! si imepreratfpu 
dilfeis Iroiu his interptetattnnnf nasquaai- 
Weltcnan 

26 As Par ha Outterjee guts it. 'Now the Mat 
is H> irace in rtieu mutually OMuhtsoacd 
hi stone uies the specific tonus dial hava 
appeared, on the one hand, n the i 
defined by the hegetnsauepropxlot a 
modernity. and on the other, in dte a 
fragiucnted leunase Hi 
protect' Fart ha Chaster yee The Mu t ism and 
li t J- sugments. p 15 

27 CunfniMcd wnh such an napaaac. U ste rn a 
apprupnate- to asguc 4X01 cthscv p o h t s Cf . and 
responsibility, if there are amv. xilaalyewr 
have begun with ihc experienen and 
e spenoscM ol ihc aptma ' IcmpbaassraagiMlL 
Jacques Derrida. The Other Heading: 
Hr let toms on Today's Europe, aaafaad by 
Ktscale Anac Brauh and M ic h aa f B f 
HioonungHm. IW2.p4l.S 
translated by Thomas OssiM. 
pp‘1221 

2X Chatieryce. The Natron and tit Eft 

p ir 

2V These radkally dlHenem era 
sovcreigMy isshc in dlfeiMl i 
of what history ue are living an i 
kind of subjects we are. The dMBcMMto » 
makiag these Afferent cnneepitansi 
each other are considcnMe. a 
view ol Foucault's bnIImat. 
Hhusyxseratseandino u n cf nii r vt.i 
of the wad of power, 
government His conception of (hr 
relationship between nonaaliatng nr 
dwetphnar y power a nd j u n i hc nlnri n snMiRB 
form of power as we find them su Two 
Lectures' fin Pauei/ K namde dg e Stinted 
haerrshrurs und Other W a ring * IWJ K77. 
Cotta Gordon tedl. New Tort:. IVW. yp 
I (14-1 Ot) and mi fhr History ef Sewmiity 
Volum e I. ( trx n tl at e d by Rnbe 
New York. UNA. pp I4M4I 
considerable modification with hie 
fortnalatton of the p rukle n ta ttc nf 
fo vere ns ewtatoy sa ‘Govanasmamhiy’. • 
fiunad/jpn: Smtdriu mGrmenmnmUey. 
net cspcooRy pp 102-MR 
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.10 Ckmetj/u, The Nmhem end fa Fragments, 
*237. 

II Siace 'community' has long bora a charged 
political trope within the political rhetoric of 
both the left and the right, and since the 
contract of indi a at in essence comt turn rerun 
hmakmgtusttry. it i* just a* well to emphasise 
t h e nov el ty of Ntacy't concept of cotnitwwity: 
“Society wax not bail! on the minx of a 
community. h emerged from the disappearance 
or the conservation of something - tribes or 
empti es - perhape jest as itnrklMcd to what 
we call 'community' as to what we call 
'society*. So that community, for from being 
what society has crushed or lost, is what 
happen* m ur - question, waning, event, 
■imperative - in the wide of mien. Nothing, 
theirfoce. has been lost, and for this reason 
nothing is lost We alone ate lost we upon 
whom the 'social bond' (relations, communi¬ 
cation). oar own invention, now descends 
heavily like rhe net of an economic, technical, 
political and cultural snore. Entangled in its 
meshes, we have wrung for ourselves the 
phantasms of the lost community " The 
Inoperative Community, translated by 
Peter Connor. Lisa Carbus. Michael 
Holland, and Simon Sawheny. Minneapolis. 
1991. pp 11-12. 

Community has. of course, figured in 
various languages of politics; and 
philosophically, the conceptualisation of 
politics and ethics has involved explicit or 
implicit use of communny (Kant vs Hegel: 
Howls vs Sandel). In aw temporary debates 
liberalism and commumtonarosm have heen , 
r eg a rded as embodying contras ling visions ' 
of political life. Rawlsian liberalism, lor 
example. expkitly delimits the realm of the 
political; freedom is essentially tieedom 
from politics, not merely in the sense that 
the Raw Hun citizen is free nor ro pursue 
politicssoddocs nor share the civic humanist 
aspiration to nwke politics iheiHgbest good, 
but in a more fundamental sense a well- 
ordered society has no need for politics or 
renders nsuperfluous. Communitarians such 
as Sandel. nr contrail, regard politics as the 
highest good and argue that the liberal 
detiadiatiOM. if not denial, of politics would 
end up creating an all-encompassing ‘ 
bur eau cratic stale which .in turn would 
dbempower the community and alienate 
the citizen. See John Rawls, Political, 
Liberalism. New York. 1993. pp 206-207. • 
Michael Sandel. Liberalism uhJ the Limits. 
of Justice. Cambridge. 1982; and 'The 
Procedural Republic and rhe Unencumbered 
SdT. Poll Heal Theory 1211). February 1984. 
pp 81-96. 

The question for us is: How is community 
co nceived of here -1 What role is n playing ’’ 
As a term in the political idiom ns primary 
four ti on seems to be to resist the discourse 
of ‘tight'. And the discourse of right is seen. 
a nd s ees itaelf. as arepu di a ti o n of the claims 
of cmnmwity. since right it always the 
right of an individual In this debate the' 
liberals lead to have the upper band because 
communitarians are unable to articulate a 
politics wldwt turursJismg the concept of 
community, which makes the task of their 
liberal critics easy. Although communi¬ 
tarians. especially Sandel, have been able 
to articulate a powerful critique of the 


'characterless'" sclf-prasupposed by 
hberalbm. they are csabte teavoUcamtvfcg 
of community as subjectOsmmwdty as value 
or a substance to be shared leads to an 
essentiaflyc un s cr varlvesdurabon of tradition 
and history. The discourse of right and the 
discourse of community confront us with an 
iporia: they re inv ent and reinforce each other, 
even as they try to negate each other. If both 
the discourse of right and community are 
essentiatty reassuring, the attempt by Maurice 
Blanchot and Jean-Luc Nancy to articutase 
community and history os experience of 
ftnitudc is profoundly disturbing. The 
discourse of rights cutminaies in the ideology 
of thread of history - there tx nothing more 
to be done once the regime of right is in place. 
And the communitarian discourse ends up by 
venerating history and tradition for their own 
sake. History, understood as the very 
experience of rmitude. is neither the iwdi- 
cation of rights nor the defence or repository 
of communitanon values. 

12 Nancy. ‘Finite History', p 144. 

11 Nancy. 'Finite History'. p 146. 

14 Nancy. The Inoperative Community, p 15. 

15 Nancy. The hu<perutive Co mm unity, p 58. 

16 Maurice Blanchot. The Unavowable 
Community . translated by Pierre Jorit. New 
York. 1988. p 56. 

17 Nancy. The Inoperative Community, p II. 

18 The phrase 'magical' is taken from Alasdair 
MacIntyre. 'The Magic in the Pronoun “My”. 
Ethics 94. pp 112-25. See also Yael Tamtr. 
Liberal Niiiumtiltsmx. Ch 5. 


» t* f t fa pt is fa'*- Mr; 46 
te UknMoM'hi fatf. Hum am bare an 
identity, buf not to be able » say 'me' os 
•we’; to be aMe to Mb* the form ufatubjecx 
only bt the nea i denti t y >e itself or. if you 
prefer, only in die d if f erenc e with Itself 
(ever so»\. Thun is no culture or cultural 
Identity without this dK tereuc o with itsefT 
(emphasis in original) Jacques Durrida. 
The Other Heading, pp 9-10. 

40 BaUhar. Classes. Hasses end Hem, p 203. 

41 Nancy. The Inoperative C o mm uni ty, p 69. 

42 Blanchot argues that “it is not history that 
comes to an end with Malory, but certain 
principles, questions and formulatkws that 
will from now on be prohibited through a 
decision wilboM justification,andas though 
with the obstinacy of a value". The Infinite 
Conversation, translated by Susan Hanson, 
Minneapolis. 1993. p 272. 

43 Blanchot. The Unavowable Community, 
p 56 

'44 Bencutl Williams, Ethics tool the Limits of 
Philosophy, Cambridge. Massa c husetts. 
I985 v pp 129-45. HU recent week (see note 
V above) shows that a critique of the modem 
conception of morality, agency, responsi¬ 
bility, need not have recourse to this /nyth 
The ambivalence of Chanetjee's position 
stems from hts use of Sudipta Kaviraj's 
distinction, fuzzy and enumerated com¬ 
munities. which, while reworking the 
Gemeinschufi to Gesellschafi story, is unable 
to avoid the teleology and value-coding 
inherent in that distinction. 
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Educated Unemployment in Kerala 

Some Sodo-Economk: Aspects 

ET Mathew 

Educated unemployment in Kerala has assumed alarming proportions in recent times. Among, the causes are the 
opening of too many arts and science colleges and private ITIh and a preference for salaried (especially government) 
employment over self-employment. Results of a sample survey show variations in average waiting time till the first 
regular job by type and level of education, and caste/community. 


BY any reckoningtheincktenceof educated 
unemployment in Kerala i* very high. The 
rising rue of unemployment in the state 
has been rightly attributed by many to the 
near-stagnation of the Kerala economy 
(Karmen 1990a. 1990b; Subrahmanian 
1990). On the basis of this logic one might 
argue that a much faster rate of growth of 
the state domestic product would largely 
solve the unemployment problem. In fact 
the examples of the most highly developed 
economies of Asia, namely Japan (often 
referred to as the ’leader of the flying 
geese') and the newly industrialised 
economies of Asia (NIBs) consisting of 
Hong Kong. Singapore. Republic of Korea 
and Tai wan-China. have demonstrated that 
rapid growth can go a long way toward 
c fanlnUing unemployment. During 1965-80 
Japan's GDP grew « an average annual 
rate of 6.3 per cent, which was the highest 
among the OECD countries(World Bank 
1990: 180-81}. Roughly during the same 
period Japan's unemployment rue was one 
of the lowest among the OECD countries, 
varying from 1.2 per cent of the labour 
force in 1973 to2per cent in l980(Godfrcy 
1986:2], In the case of the NIEs of east 
Asia, between the mid-1960s and the oil 
shock of 1979 the average annual growth 
rate of these economics ranged from 8 to 
lOper com per annum {Edgren and Muquda 
1990:16]. Since then their pace of 
development has slowed down, but still the 
growth rales continue to be impressive; the 
avenge annual growth rate of their GDPs 
during 1900-81 ranged from 5 7 per cent for 
Siagapnra to 9.9 per cent for the Republic 
of Koran (World Bank 1990: 180-81]. Not 
surprisingly, th es e eco n omies had relatively 
low rates of unemployment compared to 
lew developed countries of the region, 
varying from 2.9 per cent of the labour 
force for Singapore in 1981 to 4.5 percent 
for Hong Kong in 1983 (Edgren and 
Moqtada 1990: 22). 

It Mods to be emphasised however, that 
while general uaemptoyment is largely 
ovnhxw w through adequate growth, etfacssed 
untiatpioymant to not solved through a higher 
ra t eMg ww te atone, although ititancccxsary 
condMon. fat addition to achieving higher 


rates of growth, the solution for edu c ated 
unemployment calls for im plem en tation of 
appropriate educational policies as well. In 
other words, the remedy for educated 
unemployment lies in acting on two fronts 
inter-relued though they are-economic 
development and educational reform. 
Quantitative expansion of education must 
give way to qualitative improvement and 
reorientation. It is against this background 
that we attempt id highlight some socio¬ 
economic aspects of educated unemployment 
in Kerala. 

I 

Magnitude of Problem 

AH available sources indicate that educated 
unemployment in the state has assumed 
alarming proportions in recent years. We 
present below estimates of educated 
unemployment in Kerala based on the results 
of the 38th < 1983) and 43rd I July 1987-Junc 
1988) round surveys of the National Sample 
Survey Organisation (NSSO). The NSS dam 
have been recast to indude in one category 
all persons with secondary or higher levels 
of education who alone, according to 
currently accepted norms, are considered 
'educated'. 

It is seen that during the five-year period 
between the two rounds of the NSS, the 
number of educated unemployed in Kerala 
almost doubled itseiffrom 3.51 lakhs irt 6.34 
lakhs; in relative terms, whereas 15.76 per 
cent of the educated were unemployed in 
1983, the percentage rose to 20.98 during 
1987-88. In sharp contrast, however, at the 
all-India level the scenario was far leu 
discouraging; while the number of educated 
unemployed rove from 29.92 lakhs to 39.61 
lakhs, percentagewise the increase was less 
than ha! f a per cent only (from 6.96 per cent 
to 7.24 per cent). 

Regarding rund-urban differences, we aose 
that both at the state and national levels 
educated unemployment is more acute in the 
ntrdsocuy.TltUdi ffe ienc c may be attributed 
to greater employment opportunities 
available to the educated in the urban sector 
in rora pnr ison with the rani sector. The 

mvnnlhubia L^m 


much higher at both rani and urban levels 
in Kerala compared to all-India. 

As for the difference between secondary 
and graduate (and higher) u ne m ployment, 
while graduate unemployment, rani as well 
as urban, was markedly hi g her at die sM- 
India level during the NSS 38th and 43rd 
rounds, no such consistent patten is 
presented by Kerala. During the 38diionad 
graduate, unemployment was relatively 
slightly less than secondary em ployment in 
the rural sector while M was sHfhdy higher 
m the urban sector. In both sectors dm 
difference was-nommal. On the other hand, 
during the 43rd round, the differences Soak 
a mote consistent turn. Graduate unrmptoy- 
mcm-was lower than sfT t md a r ymapptoy- 
ment in both rural and urimn sectors, the 
difference betwee n the two b e i ng amch 
sharper in the urban sector (8.89 per cent 
and 17.83 per cent, respectively). 

Gender differences in educated 
unemployment, on ihe basis of the malts 

of the 38th and 43rd rounds of the National ~ 
Sample Survey, are preseated in Table 2. it 
is seen from this table that educated 
unemployment among both mates and 
females in Kerala has in c r e as ed sabetaatiaBy 
between the two r oaad i of the National 
Sample Survey , and dut the extent oftocnase 
of unemployment among female work 
seekers hat been r ela t i v ely much M^ar. 
Compared to Kerala, die riee ia adacated 
unemployment at the national level ariatiw ’■ 
for mates or females, hat beenrpaaeaomhnl 
(less than 03 per cent); gender dtflamaoes 
in the extern of unemployment aee aba 
negligible Jtcganhng the relative irupaci td 
the levels ol education on ed u cat e d 
u nem ployment among males and fermhek. 
the results of both the 38dt snd 4 Sediaaadl 
of the National Sample Survey tor Katate 
show that for males. anemptoyoMBl amaag 
graduates and above, though defiantly m 
dscmqease.is of aretatively hatraftolt 
compared to wort s e ek er s wtih raoeadary 
education only. As far as females art 
concerned no welt-defined pattern it 
discernible. For the*, the d egr e e of 
wwcmpluynirra wus higher among graduates 
(and above) compared to chose with 
sec onda r y te d u c a tia o cady Ho w e ver , swr 
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the years this difference-has almost 
n ioen from the laNc. The 
major gender difference in educated 
unempioyinent in Kerala lies in the fact that 
while unemployment is acute among males 
with not more than secondary education, it 
is almost equally grave for female matriculate 
and graduate work-seekers who generally 
have rather strong reservations regarding the 
place of work. 

, n 

Causes of Educated Unemployment 

OvEnsom.Y of Arts and 
Science Ckam'ates 

Relative oversupply of liberal aits and 
science graduates is one of the major I actors 
contributing to educated unemployment in 
Kerala. The following data on enrolment 
amply demonstrate the phenomenal growth 
of the educational system 'at the state. 

During the three decades from 1960-61 
to 1990-91. while enrolment at the primary 
stage increased by 49.8 per cent only, 
enrolment at the secondary stage rose by 
3S2.9 per cent: at the university stage it 
increased by a hefty 836.K per cent. Thus 
at each successive stage of education, 
enrolment has been growing at a much higher 
rate compared to the preceding stage. It may 
be noted that the enrolment figures for the 
university stage presented above do not 
include private registrations, which now 
constitute a major share. Data on private 
registrations for recent years is given hclow. 

If we add private registrations to the regular 
stream, the total enrolment at the university 
stage during 1990-91 rises to nearly live 
lakhs. Obviously a larger enrolment at the 
- university stage leads to a larger (low of 
graduates and postgraduates in course of 
time. How do wc explain an oversupply of 
liberal am and science graduates when there 
it already so much educated unemployment? 
A partial explanation is that such education 
is increasingly considered as a desirable 
subst it ut e for unempioymem. -The more 
unprofitable a given level ol education 
becomes as airnNusti/poiiU.ihcmoredemand 
Cor it increases at an intermediate stage or 
precondition to the next level of education" 
(Edwards and Todaro 1974:319]. Each 
worsening of the employ mem situation leads 
to an increased demand for more education 
at all levels. 

An oversupply of liberal arts and science 
graduates to Kerala, however, would not 
have materialised unless it was facilitated by 
the liberal policy pursued by the state 
government over the years in the 
estaMishfiwai of arts and science colleges. 

. mostly in the private sector, as seen from 
V Table 5. 

*\- While it took SI years from I8A6, when 
if the first college (Maharaja's College, 
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Trivandrum) ia Jtgrota was u sttb fa M . tai 



Outturn 


to open in the region now (brining Kerala 
22 am and science colleges, a* many airtlJ 
colleges were added during the relatively 
short span of 20 yean between 1948 and 
1968. It is highly doubtfti! if there has been 
a similar explosion of higher education in 
any other part of the country. Not only tuts 
there been a proliferation of arts and science 
colleges, their spatial distribution also has 
been conducive to the growth of enrolment. 
Even the most hilly and sparsely populated 
districts such xs Wayanad and tdukki have 
four to five colleges, while the densely 
populated districts in the plains such as 
Emakulam have up to 24 colleges. It goes 
without saying that such close proximity of 
institutions of higher education enables 
guardians louvoid the extra costs <>( education 
arising from having to pul their words in 
hostels. 

Heavy Subsidisation of Education 

Wc have mxotl that the unprecedented 
mansion of arts and science colleges has 
substantial! y contributed to the execss supply 
of graduates and postgraduates, which in 
turn has caused educated unemployment to 


docs not by itself citric a conblpcndhg 
demand for college education, imjioat It is 
abo made ufTsrdabte to the lower inoome 
groups. University edu ca tio n in Kerala is 
subsidised to such an extent that private rates 
of retut n for exceed the corresponding social 
rates. As Blaugputs it aptly,"heavy subsidies 
to education can lead to favourable private 
signals despite unfavourable nodal signals" 
(Btaug 1973x62]. The same wanting is 
conveyed by Edwards and Todaro hi their 
striking statement: “Private perception of 
the value of education exceeds its social 
value which lakes account of rising 
unemployment" | Edwards and Todaro 
1974:320]. The existing annual rates of 
tuition fees in Kerala, which are uniform for 
government and private colleges - Rs 124 
forprodegrcc. Rs 144 for degree and Rs 160 
for postgraduate courses - are among the 
lowest in the entire country, and worse still, 
they have remained at these levels for almori 
three decades now. If is interesting to note 
that some of the more prestigious unaided 
English medium schtwis in the state (for 
example. St Thomas and Loyola in 

Trivandrum) currently charge annual tuition 

fees ranging from Rs 1300 in the KG das* 


Tame IrDtsnutuuxw <*■ Eixxatu) Unemfuiytd (Usoai. Hwnmmi Status) of Ac* IS andAsovi 
AiwmutNti n> Rkmiwmc. Kraaia and Aij -Inima 

(Lakh pepmu) 


Catcfury 

NSS (8th Round 

NS$ 43d 

Kneed 

Kerala 

All-India 

Kerala 

Ailtndw 

Educated unemployed: Rural 

2.74(16.99) 

14.6218.45) 

5.001X3.18) 

22.35 (9j02) 

Secondary 

2.41 (17.97) 

1144(7.801 

4.26(23X1) 

16.85(8.10) 

Graduate and above 

0.33(17.10) 

3.18(1207) 

0 74122 88) 

5.50(13. K» 

Educated unemployed: Urban 

0.77(i2..3X) 

15.30(5.95) 

l..34( 15.48) 

17.26(5 77) 

Secondary 

0.59(12 18) 

1048(5.66) 

1 14(17.83) 

II 17(550) 

Graduate and above 

0.18(13.05) 

4.82 (6.70) 

0.20(8.89) 

6.0V (6.90) 

Educated unemployment: All 

3.51 (lV70) 

29.92 (6.96) 

6 34(2098) 

39.61 (754) 

Secondary 

3.00(15.75) 

21.92(6411 

5.40(21.131 

28.02(6 691 

Graduate and above 

0.51 (15.39) 

81X1(8 14) 

0.94(17.11) 

11.59(9.051 


Nme: B|t> within hracteo refer to the unemployed « [ Kimu p uf the labour font tor each 

ictcvuM level of educotiun. 


Soanes: I Som-kshanx Vgt.XI. April IVttK. 

2 Sarvckshoex Special number. .September IW0. 

.1 Sarvck.duna. Vol.XVI. Ocmhcr-IX-ceMhcr (W2. 


Tame 2 :Pkboj«ta(». Dnmuatfnin (» Etxv athj UxMrurvtoi (Usual Puntwal Status) or Aw IS 
amiAsovi AmamiNu in Sue. Kkkala and Au-Inua 



NSS MUh Round 

_NSS 43rd Round_ 

Category 

Kerala 

AU-ladu 

Kerala 

AHIodia 

Educated unemployed 

Male 

14.38 

7.30 

1781 

7.52 

Secondary 

a- 

7.12 

19.28 

707 

Graduate and above 

7.89 

12.23 

8.94 

Educated unemployed: 

Female 

17.11 

6.06 

24.23 

6.47 


16 Ji 

5.29 

24.39 

54* 

Graduate and above 

21.79 

8.86 

23.34 

9.23 


Soanes I SitrvdufcMM. Vot.XI. April 19*8. 

2 San ritihana. Special namher. Sept em ber IWlt. 

3 Sarwkshaaa. Vol.XVI. (Xtnhcr-Occcwhor 1992 
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towleveb of Mi** feeaprovafcni at the 
mivetaity ford tit KmaUhave led w a 
aleady eroafon of the rimre contributed by 
milk* fmtowerdemoetingptddk costs of 
Mghweducation According to oopcstimale, 
tuition feci a* a percentage of nate 
government jranu (recurring) to private 
colt efea declined from 17.84 per com m 
1976*77 to 13.21 per cent in 1985-86 
[Mathew 1991:65]. The High Level 
Committee on Education and Employment 
a ppo in te d by the government of Kerala in 
1982 was forthright in admitting that the 
“incredibly low levels of fees” was respons¬ 
ible for “swotting the number of admission 
seekers for college courses" [High Level 
Committee Report 1984:14]. One may ha ve 
to wait for the impact of the recent decision 
at the state government (December 1993) 
to raise the annual tuition fees for degree 
courses to Rs400and those for postgraduate 
courses to Rs 750. 

Impact of Ovensum.v or 
Educated on Eaknincs 

One would naturally expect comings iu 
fall drastically when there is mi much 
educated unemployment as in Kerala. Indeed 
there has been a steady decline in the real 
earnings associated with different levels ol 
education. The decline, to be precise, has 
taken two distinctly different forms. 
According to the first version, there has been 
a continuous upgradaiion of minimum 
educational qualifications prescribed for 
various posts: jobs that used to he filled by 
matriculates are now occupied by graduates, 
and jobs for which graduates used i» be 
recruited are now offered only to 
postg rad uat es , and so on. 1 According to the 
second version, even as prescribed 
qualifications for different jobs have 
remained the sameover the years, "the output 
of the oducational system being in excess 
of that which the economy can absorb, many 
emerge from it seeking jobs for which they 
may be educationally qualified but which 
have been pre-empted by others with even 
mote education" (Edwards and Todaro 
1974:321)- Hus phenomenon is sometime* 
referred to as the 'cascade model' dtemding 
to which the highly trained currcnily 
unemployed replace the less qualified, and 
the latter in turn replace people less qualified 
than them, and so on j Hopkins 1985:19). 
One might sky without any exaggeration 
that ihccaacademodeHitt the Keraia situation 
eminently. Gmdnttca in large numbers might 
apply for poau for which only matriculation 
is preacribod as the minimum qualification 
(e g. lower division clerks in all state 
government departments except the 
govenmiant secretariat, primary school 
te a ch er s , etc): similarly posts for which 
graduation is the minimum prescribed 


a 

qualification <* g. clerical pests M: she 
i Mb aiiB iM i B mi n i rl i f ini iiihU Mii m ilfcri r 
high school teachers, etc) may attract too 
menypotagmduaies.Evidentiy.w h c n p e ople 

are thus forced to accept jobs for which they 
areover-qualHiedit amounts toe falti*their 
reel earnings in relation so their educational 
credentials. 

The simple fact, however, is that earnings 
have not declined fast enough lu reduce 
the incentives to acquire still more 
education. In spite of widespread ed u c at ed 
unemployment in the stale, wage differentials 
between different jobs requiring varying 
levels of education are substantial, and it is 
this differential which serves as an 
inducement lor people to acquire more 
education. 1 Of course, the probehilily of 
succeeding in getting a job which carries a 
higher pay is limited; but if success is 
achieved, the gains are mbstanlial. The 
situation is. therefore, sometimes referred to 
as the 'urban job lottery'.One policy 
prescription to avoid such earnings 
differentials is to increase the flexibility of 
pay scales |Squire I98I:I3|. However, as 
Blmig reminds us. the public sector which 
is a major employer in most developing 
countries is in the habit of 'hoarding' 
educated people by paying them more than 
their true scarcity price (Blaug I973a:64). 

IU 

Educated Unemployment aad 
Educational Policy 

The mood that prevail* among vast 
sections of students in Kerala as in several 
developing countries isto engage in a 'self- 
defeating search lor status' which drives 
them to seek education without career 
prospects - pursuit or traditional academic 
subjects such as literature, philosophy, law. 
etc. The search for higher social status 
through higher education, however, is not. 
as often alleged, confined to communities 
which were denied the facilities fur higher 
education till recently. The tendency is more 
deep-rooted, in fact, us rightly pointed out 
by the Committee on Unemployment l under 
the chairmanship of B BhagavaU), there has 
been in India an "evergrowing rush for 
higher education in the fond hope of raising 
their social status..." [Report of the 
Committee on Unemployment 1973:168| 

Coining to the qu es tio n of traditional 
academic subjects, it is interesting to note 
that in Kerala courses of study in colleges 
remain unchanged in term of structure and 
content for long periods. For instance, over 
the past half century the only change in 
structure that has taken place m the pre- 
dcgrec lev el (known ax hmennodiasc'earlier) 
is die a ddi ti on of a fourth group, consisting 
of dements of accountancy and commence, 
to the earning throe groups. The wane it 
bromfty true of courses at the degree and 


po s tg radu a te levela. Not only tint there hat 
been no divorafication of courses worth 
mention, the contents of the courses also, 
by and large, have not un der g on e major 
revisions. The academic community, 
especially the teachers of the affiliated 
corteges, are largely so he Mamed for this 
state of affairs. As regular upgradaiion of 
die curriculum involves much more work on 
their pan. most teachers do not welcome the 
idea. Even as they continue to or ga ni st 
agitations to better the terms and conditions 
of their employment, tiiar own contribution 
to the modernisation of academic 

Incidentally, the frequent o ccu rrence of 
strikes in schools aad colleges in Kerala is 
partly explained by the fact that under the 
existing system of education it is pomiMe 
to pass examinations, often crodttaMy. 
without regular attendance or much 
intellectual effort on the pen of the audwtts 
Even those economists like Harbuon who 
have opted for the laaiiian resources approach 


Tabla .Vfrusaajv. nr Ewajost at Drmwr 
$tao« <* Educaton m Knxu. 
ShsttbiYmi 

MrSUMrt 


Year 

Primary 

Stage 

as a 

Uutiwaty 

Stage 

1960-61 

29.39 

JJI 

0J« 

197071 

40.75 

7.25 

153 

I9UU-KI 

42.84 

'511 

242 

1990-91 

44.02 

14.99 

3J6 


* Docs not ntefode private segutauou 

Stmn r: G,I rL-n »N B.' i N i<r Kerala. £ n n isn r tt m i fN 


(varum issues), naming Bead. 


Tasu 4 Gmiwth or Pwvatx tUafnumw ion 

tlWVfcssm EXAMINATIONS IN KOUU (KtlMA 

anu CalkVi Uwvaano). Saxnw Yawet 


Yew 

he-depw Degree 

pit 

lead 

1985-86 

66042 

21870 

7876 

*5788 

1987-88 

66801 

28019 

9*35 

KHJ53 

1990-91. 

88753 

372*5 

13605 

139653 


Snarer: Got a x wa ufl(wh. &>u w n Un ti l 


(varum times k Sobflmw|lmt 


Tama 5<saowm of Am aim Sam 
Cuunan in Kwula 



NvMbcf of Ciiitct OwmI 

A8 

frtvMr C 

'stemmed* 

friar to 1*00 

2 

6 

8 

1*00-19*7 

It 

3 

14 

1*48-1968 

89 

4 

93 

1*69-1992 

31 

23 

54 


* Exc ludin g even tag colleges attached la 
fovcnvmn cuhcges which have very Itemed 
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BdeuefopmeW to preference totho *GNP 
- a pp ro a ch ’, have denied the exponston of 
a du ca to m on a 'more of the same' basis, at 
ft t* likely to retell in widespread 
Unemployment or underemployment ot 
educated pereont in most developing 
countries. According to him. lormtil 
education it one of die obvious ways ol 
developing human skills, knowledge and 
work capacities. If formal education fails 10 
perform this basic task, then naturally 
employment, and eventually development, 
suffers (Harbison 1973:125; Edgrcn I990J. 
This teems to be exactly vdtat has happened 
to thecase of Kerala The state Ims too many 
'educated' people but few with the requisite 
skills, knowledge and work capacities. The 
outcome is the emergence of an 
unemployable 'educated class': the wrong 
type of education result* in refusal to work 
on farms, an increase in urban unemployment, 
subversion and collapse [Balogfi 1967:921. 

Wttnt Cotxsa Hypothesis 

It is commonly alleged that the job 
pre f erences of the educated in the developing 
countries are such that there is u premium 
on white collar jobs as the educated are 
averse to manual work and blue collar jobs. 
One frequently comes across this argument 
to the Kerala context too. The debate, 
h ow ever, remains inconclusive. Myrdal has 
refereed to the negligible functional mobility 
of the educated as they arc looking for non- 
manual work and are not prepared to accept 
work that "soils their hands” (Myrdal 
1968:1124-311. However, according tuBbug 
ct aL this view at best is a sociological half- 
truth. They point out that the educated do 
uhinmriy accept lower-paid quasi-manual 
work; otherwise their earnings would never 
fell through time on they have [Blaug ct al 
1969:38-39, fat). 

To have a meaningful discussion of the 
wMtecoOar hypothesis as h applies to Kerala, 
it is necessary to draw a distinction between 
job seekers whose educational qualification 
fells below matriculation, and those with 
higher qualifications. Granting that the 
p reference for white collar jobs is rather 
pervasive in Kerala society, there is no 
evidence to suggest that the former category 
opta to remain unemployed for too long 
heonc of their insistence on white collar 
jobs. In feet there are large numbers of nott- 
gnatriculates working as agricultural 
labourers, factory workers, head-load 
workers, gar deners, domestic servants, hotel 
and restaurant workers, vegetable and fruit 
vendors.etc. ftuther. the remuneration factor 
isalsoakey variable tn this whole preference 
?, system. Wherever the remuneration is 
>_ sufficiently auacti vc. even people somewhat 
ed ucate d do not hesitate to take up manual 
rt'V.work. The classic example is that of mm- 
t mafrinilate literates who have migrated to 



collar Job* and job* involving 
manual worit. 

The situation, however. Is so m ew hat 
differentia the care oTodoeiietr job aeekerr. 
Here we confront an inter-play of econ omic 
and non-economk factors. White col tar jobs 
in the organised sector consisting of centra) 
and state government departments and public 
sector undertakings, private large-scale 
industry, etc, are often financially more 
attractive than blue editor jobs. We do oot. 
of course, rule out the possibility of a few 
instances where blue collar jobs account for 
higher emoluments, hut such cases arc limited 
and may he confined to certain pockets, both 
geographically and industrywtse. An 
additional attraction of white collar jobs, 
especially in the public sector, are the 
opportunities for promotion which are almost 
automatic as they are in most cues seniority- 
based and not strictly performance-related 
(Blaug l973a.-64). For instance, a matrkidaae 
police constable in Kerala, if he passes the 
prescribed departmental tests, can aspire to 
eventually rise to the position of a non-IPS 
superintendent of polkx through a process 
of routine promotions; a primary school 
teacher (SSLC+TTC) cun hope to become 
a higher grade headmasicrtPnmarylincoursc 
ol time. Such promotional avenues are not 
available to must blue collar worker* in 
Kerala. To these advantages may he added 
the relative security of employment of white 
col lor workers, especially in the public sector 
in which loss of job is an extremely remote 
possibility. Even in those cases where there 
is at legume ground for Tiring' of employees. 


processes of tov a U p d wi M $ repotting 
iialili iin hiiinplnyemtnmmhmiitoam'tlua. 
flhaUy there is be tpmflteg .^0^ ^ppasi^gn 
aataclMd to white cottar jobs. WMaeaNar 
job* carry owe reapeof than Wat cottar 
or manual Job* of equal emofemron lfefei 
such circumstances there I* a marked 
preference for while cottar jobs mavMatuad 
by the tong waiting period* job sh a k er* are 
prepared to undergo. It is here that view* 
ofsuch writers as Myrdal. Balogh and Foster 
are particularly relevant. A com p e ten t self- 
employed plumber or electrician to Kmala 
may be earning on average, say Rs 3,000 
to Rs 4,500 a month, but while a clerical 
assistant in a government office is often 
ad dressed respectfully by membe r s of the 
public as 'sir', the plumber or the electrician 
is not If despite mounting unemployment 
educated work acekcrs indefinitely wait for 
white collar jobs because of their higher pay 
and better career prospects, the policies of 
the government alone are to be Mamed. If. 
on the other hand, in spite of the pote n tial 
higher earnings work seekers avoid manual 
work and blue collar jobs, our tradition of 
paying more respect to white collar workers 
is to he faulted. One might say that in Kcnlh 
people are looking for job* and not for 
employ meni! 

Waoe/Sauuugd EMTUmUMT 
west a SaF-EstwxtYMEKT 

What is often mistaken as a bias on the 
pan of the educated work seekers in favour 
of white collar occupations is in fact a 


Tasls h'Pnt'ENTMA DtsmstmiiH <» PurutA-nuH >v Bmmo Usual Acnvnv 
(Principal and Subsidiary) 

27th Round (Oct 1972-Sco 1973) 45th Round (July I9j9-Juue 1990) 
Self Regular Casual Total Self Regular Casual Total 

Emplo- Etupio- Labour Working Etnplo- Empto- Labour Work- 

yed yce ycd yee Mg 


Rural Kerala 

17.9 

6.0 

17.3 

41.4 

19.1 

4.2 

18.3 . 

41.6 

Rural AH-ladw 

33.3 

4.7 

12.9 

50.9 

26.3 

3.2 

14.2 

43.7 

Uitton Kerala 

13.0 

13.6 

9.2 

35.8 

17.9 

10.4 

8.6 

36.9 

Urban AH-iadia 

15.4 

17.4 

4.8 

376 

14.7 

13.1 

6.0 

33.8 


Wr. fr I Sarvckshona. Vut I. No 2. October 1977. Table I 

2 SarvctuduMo. Vui XVI. No I. July-Septentber 1992. SuaemeM 4* 
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Community 

Sirkar Jobs wrth 
Pavscale R* 10-50 

Srftar Jobs witfc 

_Pawcafe Shore Rs 50_ 


1875 

1891 

1875 . 

IMI 

Nun-Malayali hrahtmas 

2“ 

1035 

57 

101 


l») 

(31) 

(27) 

(27) 

Nutt* 

410 

1630 

35 

99 


447) 

t48) 

(16) 

127) 

Christians (Syrian and nun-Synan) 

10 

95 

4 

21 


(II 

(30) 

(1) 

16) 

Eafcavas 

0 

0 

0 . 

0 


Nmt. Figures m pwwbin mu percentages 
Stmne: Jeffrey. 1976:109 
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done 
provide* 
educated 

Tliit H rtla n al ira d ^ldrtray OrganitraMn 
(NMO) hns bran cottirtfng date, earlier in 
tt> i n ie w i nw i l a l aurwy* and since m2 in 

I u annual survaya, no the composition uj the 


of tke educated. Pvttrf t lar iwll* lit 
outcome baa bent im-rnailag casaaDtartan 
of urbaplabour. TV proportion of utbnn 
casual labour it) Kerala if 1W94W. was 
one of the highest if the country: only 
Tamil Nadu had a higher pr o portion of 
10.9 per cent. 


employed M self-employed, regular 
em ptoywt and casual labour The relevant 
dau for Kerala and all-India bused on the 
27th and 45th round surveys are presented 
in Table 6. It may be noted that as csiimutes 
of uaual workers baaed on the 27th round 
included both main and marginal workers, 
they are comparable to principal and 
subsidiary workers ot the subsequent 
rounds. 

On the basis of the estimates presented 
above, we may draw the following inferences: 
(I) As far as the rural sector is concerned, 
saif-amptoyment in Kerala lags far behind 
l he rest of the country. The marginal increase 
in the proportion of self-employed persons 
between the two round surveys is obviously 
due to a shift in favour of non-farm 
occupations within the rural sector. <2) Within 
the rani sector, the preference for wage/ 
salaried employ mem over self-employment 
is reflected in the relatively high percentage 
of regular employees - 6.0 per cent in the 
27th round as against the all-lndu coverage 
of 4.7 per cent and 4.2 per cent in thc45ih 
round hi contrast to the national average of 
3.2 per cent. (3) The limned opportunities 
(or regular wage/salaned employment m the 
rural sector have, however, invariably led 
to increasing equalisation of labour - 17 5 
per cent during 1972-73 (against the all- 
India average of 12.0 per cent land 18.3 per 
cent during 1989-90 (gainst the national 
level of 14,2 per cent). (4) As regards 
developments wxhtn the urban sector of the 
stale, it is heartening to note that the 
p ropor ti on of aetf-cmploycii increased (rum 
13 per cent in 1972-73 (all-India average 
15.4 percent) to 179 per cent in 19X9-90. 
the highest in the country, the national 
average being only 14.7 per cent. The 
impressive growth of self-cmpkiymcni in 
the urtmi sector may be attributed to the 
capanaion of the tertiary sector of the state 
economy In the wake of the large-scale 
migration of Keratites to Gulf countries 
(Kaunas 19901. However, we have no 
means of finding out what proportion oi 
theae aelf ranployri persons were drawn 
from the‘educated' camgocy. Without such 
informationwe are unable toinfer that more 
of edeoatad parsons are opting for self- 
cnaployarant.lt> any cnsc. from the fact (hat 
edoroaid rawagtoymaM in Kerala has been 
rifii#jj|oi4(^ arnaralnriirthf'*****^"' 1 "** 
drat wharav n r I wp re vora nra (here has been 
io ralM ggdoy rara d baa been mo In e detpram 


The preference for g over nm e nt jobt. which 
still remain the most important form of 
salaried employ mem. is rooted in the tradition 
of Kerala. Each major corronunuy of Kerala 
has been vying with one another for its ‘due 
share' of strkar jobs. At one stage non- 
Malayaii Brahmins had a virtual monopoly 
o( government jobs in the princely 
Truvancorc state, especially the better-paid 
jobs. This was deeply resented by the nairs 
who termed the Malayaii Sahha in 18X0 and 
launched a powerful agitation which led to 
the Malayaii Memorial of 1891.' The 
'memorial' did nut produce any immediate 
results, hut eventually the non-Malayali 
brahmins lost thair commanding position in 
public service as they were compelled to 
give way to the nairs. However, once the 
non-Malayali brahmins were dislodged, the 
nairs were determined to maintain their 
newly-won slalus. As rightly pointed out by 
Jeffrey, it was their exclusion from much of 
the government service that forced Syrian 
Christianslobe * independent and (o reinforce 
ihcir traditional interests in commerce*' 
IJcifrcy 1976:123j. Though they increasingly 
took to sell-employment out of sheer 
necessity, they persisted along with the 
ezhavas and the Muslims in demanding, 
among other things, due representation in 
public service. It was this alliance which led 
to the tonrumun of a joint (samyuklha) 
political congress m 1934. which finally 
blossomed into the Travaneore State 
Congress in Febfuary I93X. We thus observe 
that apart from the built-in attractions of 
govern mem service such as job security, 
seniority-based promotion, etc. referred to 
earlier, the keen competition lor employment 
in ihe public sector has had also a communal 
dimension to u. It is this obsession with 
•strkar' jobs that has often stood in the way 
of parole venturing into self-employment 
Not surprisingly, ihcrctorc, even those who 
initially opt for sdf-employmem are on the 
lookout forsalartcdcmploymcnt. In a sample 
survey of about 4.000 registrants of 
employment exchanges u> Kerala. Muk hci jee 
and Isaac found that about one-fifth of them 
were adf-employed other on a tuH*ti«e or 
on a part-time basis (Mukheqec and Isaac 
I9VI:44(; farther, only 17.4 percent of the 
registrants bad any knowledge of special 
programmes for 0» tetf-ompfoymera of But 
educated unemployed. Tbiti* aaaple proof 
of the fact Out self-employ wera is still a 
relatively uncharted wrrhory fur the van 
majority of *e educated raie mp fo y ral In 


The interval between a perron*sentry into 
the labour market on completfcmaf education 
and/or training and the first regular 
employmen t t» referred to as the waking 
period. The duration ot dds period is ohm 
viewed as an index of the gravity of the 
prevailing educated unemployment the 
Col lowing observations regarding (heconcept 
q it applies to educa t e d un e m ployment seem 
to be in order. 

(I lHavingm wart for regular em ployment 
it an unwelcome experience at it m wa l vea 
lost of potential income. However, if at the 
end of the waiting the job seeker fiadMtat 
he has obtained a secure job of ro u g h l y his 
choice, he might consider the watting 
worthwhile. More often than not. dut la die 
type of waiting dial job seekers in Kerala ^ 
ha ve to put up with. Unlike m the developed 
economies where imermtttoM employment 
and unemployment are a common feature, 
we have a situation where an initial waiting 
of. say. three to five yean is followed by 
a reasonably long period of iMUMempaed 
stable employment. It it dus aspect which ' 
prompted Blaug to say that "edUcMCd 
unemployment in India coatttufos. as ft r 
were, a revolving queue: it is not dug snra* 
are permanently employed and others are 
permanently unemployed, bra rather tfa* 
large numbers arc made to writ years More 
finding a first job" (Blaug I973b:207], 

(2) It is also important to keep n midi 
that waning is not a repetitive process. Qao* 
regular satanedemptoymentofroughly oTO'k 
choice is obtained, it is most unlikely raufor 
Kerab condemns that the mcumhenttartMdd . 

Tabic Htuiw Eowtten Wnua Suromtm' 
Pau>.<n roe dr Amia. Ro» am Bauckrao-’ v ' * 
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i general edwaiMU only) 
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US' 

MaUKdtei 

88 

290 

*4 

l*ni ih gn a hntdm 

170 

95 

m 

GraJrarat 

30 

90 

m 

riixjpmffcwMii 

33 

» 

4# 
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be intareimd In acardtirlg for other joba and 
thus involve, themselves in farther rounds 
' of waiting. This attitude is not necessarily 
due to strong taboos about changing jobs to 
enhance one’s prospects, as suggested by 
Btaug {Blaug I973a:62). If as a general rale 
people in Kerala do not prefer to change 
their jobs, the reasons are to be sought 
elsewhere-loss of. or reduct ion in. retirement 
benefits which vary with length of service, 
and difficulties farad in moving to distant 
places within and uutside the slate such as 
problems relating to education of children, 
housing, cultural and linguistic barriers, etc. 

(3) Waiting should not necessarily he 
viewed as infliction of too much hardship 
on the educated job seekers, as ts often made 
out (The situation, ol course, is different lor 
wage labour.) Scholars ate unanimous that 
the educated unemployed ate able to watt 
for varying periods for the realisation of 
their job aspirations because they generally 
have other means of support and few 
responsibilities (Ridker 1971:13: Blaug 
1973a:62: Jolly 1973:11: Lai I9K4:92|. An 
important source of ‘other means of support’ 
in the Kerala context is one’s own family. 
It is pointed out that in the absence ol such 
means of support, the educated unemployed 
will be willing to lower their ’reservation 
pnee’. or to take a job at any price. 

14) Wherever there is already a large Mock 
of educated work seekers, any addition to 
M (annual flow), other things remaining the 
same, is likely to aggravate the problem of 
educated unemployment and thereby to 
lengthen the waiting period. Over the years 
such a process has been taking place in 
Kerala as seen from Tabic 8 
It» seen from this that there has been a 
steady worsening of educated unemployment 
in Kerala since 196b as measured by the size 
of the stock of educated work seekers in each 
category for every 100 new entrants. In 
1999. the latest year fur which data are 
available, for every 100 new mainculotcs 
there were already 554 persons of identical 
qualities! ion waiting for jobs. Similarly, for 
every 100 new entrants with higher 
educational qualifications, there were already 
182 pre-degrees. 291 graduates and 427 
postgraduates waiting. It appears that in the 
case of matriculates, however, the number 
of work seekers on the live register is highly 
exaggerated, as there is a delay or lapse in 
upgrading the educational quulilkaiHtOs ol 
die registrants, most of whom register at the 
exchanges immediately after passing the 
SSLC examination (Mukhcrjcc and Isaac 
1991:4-61/ 

Avbmof. Watting Phhuo 

There are two different seines in which 

J : 0e concept of wadmg pern>d can be used, 
nmnrly (I > average wailing period till the 
fcraejoh. and (2i average waiting period till 


the Orel regular job, Sice some luhs m • 
offered oh a purely temporary or put-time 
husbMhc waiting period titt the Aral jobtwed 
not necessarily imbeote the true magnitude 
of the waiting. In such cases we may hate 
to identify the lira regular yobs.' For our 
purpose we shall use the latter interpretation. 

Estimates of watting time 

There have been several attempts to 
measure the average waiting time in respect 
of educated unemployed: the UN study on 
poverty, unemployment and development 
with reference lo Kerala (1975). and the one 
by Mukhcrjcc and Isaac already referred l». 
deserve special mention. 

The UN Mudy (1975) came up with the 
following findings on average waiting period 
for the first job on the basis of a sample 
survey of employ men! exchange registrants 
in Trivandrum and Calicut districts in 1973/ 

The average waiting period for work 
seekers ol all levels of education was 36.6 
months in Trivandrum district and 33.4 
months in Calicut district. Matriculates had 
to wait longer t45.4 months in Trivandrum 
and 43.5 months in Calicut) than persons 
with higher levels ol' education such as pre- 
degree and degree. Waiting period was found 
to fall sharply as one moved Irom 
matriculation to pre-degree level. From then 
on. the decline in waiting time was ai a roueh 
lower rate. On the basis of these results, the 
UN Mudy concluded that waiting periods 
lend to he inversely related to levels of 
education - ihe higher ihc education, the 
lower ihc waiting period (United Nations 



ifo| | ihii madmaua JnWils 
cubxist of matficuMex Md 
tUjtpmcnt ix valid Hbfosver, 
such general' terms the Ustematitkrao 
sweeping. In general, unempteymnnt rams 
ora low for the illiterate for the ohvWui 
reason (hat they barm* afford to rema in 
unemployed because 6f their poverty 
condition. They have, therefore, no choke 
.in the selection of job*. The raw of 
unemployment for matriculate* exceeds that 
of primary school leavers and it dedines 
again for those wkh university education, 
in many countries unemployment is foe 
highest and the waiting period foe longest 
among matriculates. According to data 
provided hy the Department of Em p loyment 
and Training. Kerala, the percentage of 
SSLCs among work seekers increased from 
41.7 at the end of 1980 to 51.8 at the end 
of 1991 (Government of Kerala 1992:143). 
This relationship between education and 
unemployment has prompted some 
economists to allude to an inverted U-shape 
(Blaug 1973a:9: Squire 1981:69). The UN 
study on Kerala has. however, focused 
attention only on the second half (downward 
sloping portion! of the inverted U-curve and 
inferred an inverse relationship between 
education and waiting period. The UN study 
also found that 11) average monthly puy rose 
wit h the level of education: (2) waiting period 
for Muslims and scheduled castes was 
somewhat lower than lor others. (3) waiting 
period was inversely related to family 
income: (4) chances of securing salaried 
employment rose with family income and 


Tabu V'.Avkkm.i Wattou. Piniimi in me Ftssr Jin and Im nut Suisui on PiaccaWnt. 
bv Liim i* Emicatiun, Krbaia. A mol 1973. 


Trivandrum Dislntl 




Level «d 

Education 

Waiting Ptnod 

1 Months) 

Monthly Pay 
(Rs) 

Wailing Period 
(Months) 

Monthly Pay 
(Rs) 

Maine iiUikju 

45.4 

M2 

43 3 

lit 

Prc-dcgiec 

174 

IM) 

21.4 

161 

Degree and above 





l graduate and poMgroduuk'x) 

I 5 » 

190 

14.4 

227 

All level* 

Vi 6 

146 

33 4 

149 

Sounr: UnHud Nations 1975:120 
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Tabu IO Avuiao) Wahist. Too (Months) to roe Foot Jt* *ni> Avsbaoc Monthcy Sacaay. 


BV (jCAUFITATKIN AND Sex 




Avenues* Waning Period 

Average Month** Satiny <R») 

(JutOlftCMKHI 

Male 

Female 

n-L. ILmU 

SSLC eqwr 

364 

.319 

4 * 5.3 

3744 

SSLC v lypmg eqaiv 

28.3 

36.2 

444.0 

3 * 3.3 

SSLC ♦ m njrnv 

35.4 

24.5 

575.0 

452 5 

SSLC ♦ other. 

23 6 

27.1 

5476 

3 * 9.3 

FIX' cquiv 

39.1 

40.3 

670,5 

4150 

PDC » voc 

23 4 

21.1 . 

71*0 

4465 

Graduate 

21.2 

20.7 

*216 

935.4 

Punt graduate 

. 18.3 

17.8 

13(62 

*775 

Engineering 

1341 

15.3 

1457.6 

6MO 

Alt 

27.9 

25 JO 

693.0 

6695 


Sonne Mefcherjcv ami isaae IV9I: IM. Tsbfc 5.4 A an i 3.49, 
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r • y -,-— •■pM*k were 

ri g rtftamrty belonging 

totoutatoldsof salaried wbtoui^ 

Md by Uw same logic ctatHX** of finding 
employment were lowed for registrant* Iwm 
wagcdabuur households. 

Another attempt to estimate the waiting 
period to the first job Was nude by Muk herjcc 
and (sane an die hut* of a sample survey 
of registrant* of empioymem exchanges 
conducted during Augum-Ociober 19X9 The 
sample used fur waiting pen ml analysis 
comittedoi 1.0H6 persons on ihc h vc register 
and 416 on the dead register The findings 
of the survey regarding waiting period to the 
first Job are summonsed in Table 10. 

Wonutethai average waiting period varies 
c o nside r ably across levels of qualifications. 
While at one end at the spectrum those' with 
ofily SSLC have an average waiting period 
of over three years, postgraduates and 
engineers have to wait lor only one to onc- 
and-a-half years. Significantly, wailing 
period falls by about a ycai il one has 
vocational training. Another interesting 
finding of the sample survey is ihnt il ilk 
registrant has a vocational qualification. it 
does not make any diflcrcncc whether the 
general education consist* ol SNI.t'oi HIX'. 

A eompanson of the results ol the two 
sample surveys (the UN study and Muk herjec 
and Isaac) leads to certain intcicsiing 
findings. The analysiMiikJert iketi by die I >N 
study was too general as all the icgistraius 
were grouped into |usi three broad giouits. 
namely matriculates. FIX'* and degree 
holders, whereas the study by Mukhciicc 
and Isaac had nine categories m registrants 
in all. The complete omission ol the role ol 
vocational qualifications in inllucnemg ihc 
waiting penod was a serious Haw ol die l \ 
study. Ibis defect was taken tare ol in the 
other study. Anther, while according 10 ihc 
UN study average wailing penod m ilk* 
first job beginning with matriculates fell 
(thus conforming to the second hall ol the 
inverted U-shaped curve rclenvd to earlier i. 
as one moved to higher levels ol education, 
(he pattern of waiting brought out m the 
study ol Mukheiyce and I si.s shows that the 
waiting penud ol legist rants wuh ptc-dcgicc 
in its equivalent is higher than (hose with 
SSLC. The inverse retalumship between 
waiting period and level of education 
highlighted in the UN study isibussenously 
chailenyod hy the a*suhs o» the siudy by 
Muk herje c a ri d Isaac. Yet another dilleivnce 
consist* in the retail VC change ui dunumo 
of the waiting period lor simitar categories 
«v«r tint A comparison of the results of 
the two surveys, one conducted in 1973 and 
the attar at I9U9. shows Hut ihc waning 
period for nuttricutare* has sigmlicamly 
folk* and that tor PIXY graduates and 
poat-graduMesta* mcrcased coosidcrabiy. 



occupation* of the main earner of the 
heaaelMld.H»wever,average monthly misty 
w«s lowest for registrant* from wage- 
craphrycd orhtoc collar h o useho ld s Krianott 
all levels of qualification*. 


Tbkkttftniryh’taM ouowouWkigiarfly' 
expoet m'pououauniy to whit* tmetnplay- 
meat hm> hceu mounting. Part of the 
espfanuthmmay lie m the fact dint whereas 
the sample used for the UN study was 
confined loTrivanUfum and Calicut districts. 

Mukhcrjec and Isaac drew the sample I mm 
as many as eight districts. 

We may also briefly refer to the other 
rcsultsof ihc 10X9 survey and compare them 
with those ol the IV73 suidy. (UHmh surveys 
have shown that average monthly salary 
generally gtics tat increasing with higher 
educational and vocal tonal qualifications. 

1 2) Whereas tlw 107.1 survey showed that 
the waiting period lor Muslims and scheduled 
castes was lower than lor others, according 
lo the 19X9 survey the average waning time 
lor registrants ironi scheduled castcftrihe 
and backward caste households was 
nurginally higher lor jobs with higher 
monthly salary ih.m lor those Irom lorward 
coininunities. til The lindtng of the 1971 
survey that wailing periods are inversely 
related to I amity income has been 
corroborated by the 19X9 survey, according 
to which rcgistnuMs Irotn litglier income 
houselsilds hi general got their gibs taster 
and ai luglier salaries irrespective ol the 
level ol education. 1 4l I alike in IlK case ol 
the 1971 suivey. ilk- 19X9 survey did not 
indicale any discernible pattern in Ihc average 
waiting |k'ri«kl across the categories ol 

1 vki i II Avtasu Waiiim. Tow hi Farsr Kua ia« fa cmi Avutua Sl/unoa. fits* 
t> hp -our* wo Si v 


Sample Survey Remits 

We shall now proem dw findings of a 
limited sample survey of saJanedcmptoyaes 
numbering 853 conducted by dus author ia 
Thiruvananlhapuram during March- 
September 1992. in interpreiinf the data 
collected Irom l fits survey, the lot lowing 
linutations. or grounds on which the data 
could he criticised, may be home tn mod. 
11) Thtruvanaothapunun. being the capital 
of the state, most of the salaried employees 
covered by the sample work cither for die 
government or It* puhiic sector undertakings. 
A similar survey conducted dsewhere hi 
Kerala might give somewhat different remta- 
(2) Though much care was taken to make 
the sail)pie as representative as possible id 
terms of the type ol employmera. type of 
employer, caste, gender and odmumnaf level 
of the employees, etc. n was nut dnady 
based on a well-defined statistical desigst 
ill Since wc are interested m watting period 
completed and not waiting penod conti—ing. 
wc are (ustiljcd in chousing a unpie from 
pcrsiHis already in tegular 


tbulilH'alHMi 

Average W ailing bnul 

iMnnthki 

Average SisrtmgB— d 
Cmwotkfatcd fay ids Ms SIMM 


Male 

Kiuak- 

All 

Male 

Femric 

A» 

SSl.C 

*0 97 

X2 SI 

XI .1 

X7V 

MS 

M 


SSU*V.»7Hr<a 

4-1 IM 

4X117 

45 6 

979 

757 

m 


h\ i ikw 

44 («) 

17 Mi 

4H * 

XI7 

72K 

7*7 


hv-ik , j. , rcc4 Vik/IImI 

17 07 

IS. 12 

Kill 

1101 

V17 

tuu» 

■ r 

< if staHuitc 

4X64 

S2 55 

Ml t 

ItMl 

tots 

10*0 

\ 

1. traUuak‘4 V tx/Pivil 

2K 90 

27IIV 

2X1 

I2IX 

IW7 

1161 



4.1 im 

IX S7 

41 1 

I2M> 

I22M 

is* 


P»Mgradualc» ViK/Prol 

2 s m 

26.94 

36.11 

IViS 

tow 

11*5 


Pnvi)‘rd(kNv‘tivwjKh tW‘jfrcc> 

I' 7K 

19.1*1 

17 4 

2M1 

IXSX 

tm 

* ^ 

Pndc-sHMul ik.-jriv.vs 

20 44 

17. lx 

IX 1 

2141 

1610 

mm 

* 

All 

IV Mi 

14 22 

V* 0 

12*2 

lilt 

ii« 
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W*lv 


Qualitwalxm Furward 

Hack want 

SOST 

Knth 

Baekwwd 


SSU’ 

*6.2 

71 1 

9*1 

936 

769 

m 

VJLCsVik/Fmf 

44 1 

51.9 

19 1 

*21 

94* 

m ’ 

hvityra 

ISU2 

40.4 

444 

749 

Ml 

*45 ' 

l*ie-dcgnvw Vue/Fml 

kl4 

424 

40X 

1026 

995 

*ft 

Gradaok- 

4*7 

545 

M.II 

1214 

96* 

nm 

CmdwUcwVuciAvif 

27 1 

296 

220 

1217 

1091 

mho 

fOstgraduak' 

♦9.1 

47.1 

2*2 

1271 

1151 

IfW 

Hosiprsduac* Vue/)*tvif 

2tV 

29.0 

19,0 

l>l 

HP 

ts» 

thmtgnxhMierresearek degrees 

25.0 

90 

(6.0 

3091 

2256 

2*56 -■ 

Prukssotuui dqames 

1*7 

21* 

mi 

17*9 

1*65 

Mfcl 

Alt 

MO 

404 

192 

1241 

It in 

MM6 
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Howcvcf, nn e migh t pcrmn 

are foe Tartuiwie’ few who have succeeded 
in securing jobs while there may he many 
other* whoce waiting periods we mm yet 
over. 

Waiting Pekoo and Staatinq Pay 

Coming to the results of the survey, two 
clarifications regarding waiting period seem 
to be necessary. (I) In the case of employees 
who ere matriculates, it is highly probable 
that they passed their SSLC before attaining 
the age of 18, but became eligible for 
employment only on completion of! 8 years 
as most regular salaried jobs stipulate a 
minimum age of 18 years. Wc have taken 
care of this problem by treating 18 as the 
mini mum age at which work seekers enter 
the labour market and have estimated the 
waiting period accordingly in all relevant 
cases. (2) The waiting period naturally 
includes also the time spent by the ppwpccli vc 
employer or the recruiting agency (like the 
Public Service Commission) to process the 
applications received and to schedule ihc 
interviews. Often these procedures may take 
up to two years or more. However, since 
such procedures are a common feature of 
almost all appointments, the delay may not 
account for any serious distortions in the 
relative waiting periods different categories 
of work seekers have u> undergo. 

Two distinct trends regarding wailing 
period may be noted from the data presented 
aiTabic 11-ow representing the relationship 
b etween general education and wailing period 
and the other representing the effect of 
vocations (/professional qualifications on 
waiting period. (I) For employees with 
general educational qualifications only, the 
absolute waiting time is quite high 
irrespective of the level of general education; 
however, the writing time generally declines 
as one moves from SSLC to postgraduate 
levels. The fact that the waiting period is 
about the tame for pre-degrees and graduates 
indicates that employers make little 
d i fference between the two (2) For persons 
with vocational or professional training, the 
abaohne waiting time is distinctly tow. Here 
too. there is a declining trend as one moves 
from lower to higher levels, i e, Irom 
SSLC+vocaltonal/profe*MOfwJ training to 
postgrad uate+vocational/profe»sional 
training, and from lower to higher types 
and levels of vocational and professional 
training, as for example, when one moves 
up the educational ladder from certificate 
to diploma courses and from dtpkxna to 
degree levels. The vocational and proles-' 
atonal qualifications represented by the 
sample include engineering, nursing and 
? r -midwifery, stenography, physiotherapy, 
^teachers' training, travel and tourism, 
jhjjfcanaacy. library science, computer 
japgWBliimg. at H may he noted that among 



matrioutatbs With yocatlowdf gmftiliiliresl 
qualifi cations, teachers' training certificate 
(TTC)hotdcnhadthc shortest waiting period 
(33.1 months) and abo the highest starting 
pay of R$ 1,002. In the case of pre-dogreas 
with additional qualifications, diploma 
holders in general nursing and midwifery 
had (he unique distinction of having to watt 
fur only V,2 months for their lira regular 
job but salary-wise they were far behind 
compared to others. Diploma holder* in 
pharmacy and diptoma/certifkate holders in. 
travel and tourism and hotel management 
also had relatively short waiting periods 
(27.8 months and 30.9 months respectively). 
The latter category also enjoyed the highest 
stalling pay of Rs 1.282. With regard to 
graduates with vocalinnal/professional 
qualifications, graduates in library science 
had a relatively short waiting period of 20.7 
months followed by BEd degree holders 
(30.7 months). However, (he starting pay 
enjoyed hy the library science graduates 
(Rs 1,225) was lower than the highest pay 
in the category received hy graduates with 
diploma in engineering (Rs.1282). For 
postgraduates with vocational/profetsional 
qualifications, library science graduates 
again had the shortest (18.5 months) wailing 
period, followed by BEd degree holders 
(25 months). Their starting pay was. 
however, slightly tower. This discussion 
shows that though educated unemployment 
prevalent in Kerala presents a scenario of 
long waiting periods, there are still certain 
vocational/prulcssional programmes 
which, il judiciously combined with 
general education, can prove to be of much 
promise (e g. nursing and midwifery, 
teachers' training, travel and tourism, hotel 
management, library science, pharmacy, 
engineering, etc). A major finding of the 
survey, therefore, is that although there is 
much educated unemployment in the state 
involving long writing periods, the plight 
uf those with certain vocational/professional 
training is not generally so desperate. It is 
the ordinary run of matnculatcs. graduates 
and postgraduates who hear the brunt of 
educated unemployment. 

Regarding the relationship between 
educational level and salary, wc may, as a 
matter uf abundant caution, not accept at 
their- face value the starting basic/ 
consolidated pay reported, as there could be 
memory lapses on the pari of the respondents, 
particularly as w result of pay revisions 
subsequent to their entry into regular 
employment. At toast u) some cases vfeai 
the respondents have reported as basic pay 
might he inclusive of allowance*. ’ We may. 
therefore, pay more attention to the relative 
rather than the absolute magnitude*. The 
relative magnitude*, however, do fall into 
a lairly consistent pattern; in general, higher 
qualifications account for higher pay. 
Professional degrees, which do not strictly 



A* for gm tito f ( Iffri eriafe I h ri ril tf M jitiHe , ■ 
dtoitoattoriratorfkarwyrnnri—npirihrn 
ffafihe entire sam pl e , thewaltotg period fee 
females (34.22 months) Is lam Han feat of 
males (3V.66 months) by 13.7 percent. On 
foe other hand, generally females have a 
slightly lower starting pay of Rs 1,131 
co mpared to Rs I >242 received by autos. 
We also Observe that for each qisaUflcatitM 
level female salaries are a bit lower foan 
male sal arias. 

We may also briefly refer to dMfesamwa 
among member* of forward, backward and 
icHcdu fed caste/schodufed trite communities 
in respect of waiting period and starting pay 
(Table 12). It is aeen this, tat ganenl,average 
wailing period for members of the forward 
communities is much lower and Ratting 
basic pay higher foan those belonging to 
scheduled castes and scheduled tribes and 
other backward communities (OBCs) 
However. I here is no regular or logically 
consistent pattern of waiting pariodentarthtg 
pay associated with different qualification 
levels of these communities. One feet, 
nevertheless, stands out promi n ently - but 
for foe distinctly long waiting period of foe 
salaried employed with only SSLC level 
general education and no vocational or 
professional training, foe average waiting 
period of foe SC/ST members would be 30.6 
months which is much lest foan that of the 
salaried employed from the forward 
communities. 

Finally, it is i mponant to note that although 
to terms ofemployment prospects foe plight 
of graduates in general is very bleak, there 
are significant differences among arts,*CMKe 
and commerce graduates as shown by our 
survey data (Table 13). 

Tams 13 Avmag* Wumso Psatoo ano 

.Stactmc Pay i Bast/Cowux awrae Pm * 
Msmn*> or Asti. Snares amp 
Commsao Osaocavss 


Category of 

Average Watong Average Stan- 

Graduate* 

Period (Moodw) 

iag fey (Rs) 

BA 

57.51 

1019 

BSc 

50 56 

1022 

B Com 

41.73 

1185 

Tama 14: Avssaos Winm fasts «m 
Staitwo Pay sna PfcuwssiotiAi. OaoetiATSt 

Category 

Avenge 

Wasttag 

Avasags 


m- -i - a 

5 WWW 

Batto 


(Moefos) 




fey (Rs) 

Bagtosen 

27.34 

Mt 

Doctors 



(medical ami dsatal) 1836 

3684 

Naims (safe 

mss) 7*3 

1234 

Agricatssrri grid silts 36.77 

1371 




Ufoth^M 
nd'uihx-flrbiddhps, ihnre i* 
p Btf foiBy no Jftfiil in lMr tuning 
safari** Thn iungt wafting period fur 
•pMhdn gmduntasis thorter because 
riMjuety apeekriig Mure lt greater demand 
foclhewi them k on salary difference 
because for teveral ports Jilte clerk*, 
supervisors, tateamen, etc. the scale of pay 
ia (be aenw for die two type* of graduate* 
However, hi banka and other commercial 
establishments where account am* are 
required, commerce graduates have an edge 
over ana and adewe graduate*. Science 
graduate! employed in institution* of 
adeodftc r ese arch andin industry «tan on 
tMgJwr pay. but our sample docs not include 
many such eases. 

PaO W BONM. OtAtMIAini 

So far our discussion has centred around 
eduemsd salaried amptoyrd consisting of 
undargraduatai. and arts, science and 
co mmerc e graduates and pox graduate?, with 
or without qualifications in vocational or 
professional fields. During the course of 
our discussion we have already covered a 
number of instances in which the employed 
persons concerned had passed certificate 
or diploma courses in technical and 
professional subjects but did not have a 
degree. h it well known that profcvoonal 
d eg re e holders such as medical and denial 
doctors, engineers, agricultural scientist*, 
veterinary doctors and graduate nurses have 
an advantage over certificate and diploma 
hotdafa in these Adds, as normally degree 
holders a r e pratwaadtooemficate or diploma 
holders hi appointments and promotions 
(not* that there art at present no certificate 
or diploma courses In medicine and 
dentistry). Naturally, given the choice. 
MudestUOfKfor degree cnursesio preference 
to certificate or diploma courses. In the 
study conducted by Mukherjcc and Isaac 
referred to earlier, only engineering was 
included in the professional category It is 
not dear whether this category consisted 
of only graduates or it included also 
certificate and diploma holders. However, 
according to their findings, this category 
had the lowest average wailing period ol 
1 2A moMha for males and 19.S months for 
females and also the highest average 
monthly aalanes. 

Our own aamplc survey of educated 
employed baa provided a better coverage 
of prrdeasionsl degree bolder* consisting 
mainly of medical and dental doctor*, 
en gi ne ers and nurses. For the entire group 
of these professional degree holders 
numbering III. if aria found that the 
average wedUng period to the first regular 
job wm It JmaMba-20.4 mouths for males 
and 174 months for females. The lower 


m 1m that the group ftT pw fw I nnrt 

gradual o r cofisuHed of ad t sprufimtionfl i el y 
large number of graduate nurses for 
whom there is no dearth of employment 
opportunities, and hence their waiting 
period is much lower than (bat of others. 
The average starting basieArooaolidatod pay 
for tbe group as a whole was R* I dffih per 
month - K* 2,14) for males and R* 1.430 
tor female* (note that tbe markedly tower 
salary of females is again explained by the 
large number ofmirse* in tbe sample). It 
may further he noted that professional 
degree holders as a group have slightly 
longer waiting periods and tower starting 
pay than the category of postgraduates 
with research degrees such as MPhii and 
PhD. This is largely explained by tbe fact 
that among professional graduates we have 
not made any distinction between 
professionals with only bachelor’* degrees 
and specialists with masters' and higher 
degrees. It is well known that medical and 
dental doctors with postgraduate and higher 
degrees do not have to wail long for 
appointment and that they generally start 
at a much higher salary The same may he 
true of engineers, nurses and agricultural 
graduate* to a lesser cx'leni Since our 
sample has very lew professional* with 
postgraduate qualification*, wc have 
clubbed the graduates and postgraduate* 
together under 'professional graduates'. 
Their waning period to the first regular 
job and sionmg basic pay are given in 
Table (4 

A* between engineers and doctors, the 
former have to wait much longer than the 
latter fur their first regular job and have 
to be content with a much lower starting 
pay. A major explanation for (hi* difference 
may be sought in the fact that the supply 
o! engineer! ng graduate* relative to demand 


jk ; «wc& hitter compared t* gddkal and 
doctors', the wafting'period tor 
graduate-nurses is mm of dm low e st amon g 
job seeker*. This ia explained by the 
rehni vdy tndasttc supply of degeeeboiders 
in musing; a total of only 75 students are 
yearly atlmmod to the B Sc < Nuningl eonne 
in the entire state. Tbts u grossly inadequate 
considering the growing demand for weil- 
quaiified nursing staff in both public and 
private sectors. 

VI 


Edncatod Workforce 

We may conclude this piper with ahrief 
discussion of the nature and extent of 
unemployment prevailing among profes¬ 
sional and technical work seekers in 
Kerala. Though the National Sample 
Survey is a much better source of data on 
unemployment than the information 
gathered from employment exchtt^gea 
(Visariaand Minhas 1991.-969). trace die 
NSS data do not provide statewise or 
categorywisc break-up of profetawtiaHy 
and technically educated i 
are constrained to rely on 
exchange data. As a precaution, however, 
we may poira out that wc are using the 
employment exchange data lo highlight the 
relative magnitude* involved and not dm 
absolute number of unemployed in each 
category. According to Vienna and Mi nh ai . 
an important fact or contributing to Ihr lift 
rise in the number of higher edneared 
person* on the live register of emptoythent 
exchanges has Hot their gre a se r tenden cy 
to register over the years (1991:976). This 
observation fur the country as a whole must 
be truer of Kerala than for ether MM for 
obvious reasons. 


Tasi t I VDurraisvnus <* Punttsui «ai am> Tlohmcai Won* Suxflts m Kwu , 
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A limited sample survey eooduoiadby tile 
Educated unemployment in Kerala hus : author show* that: <ii kt tfaaeaoa of job 
assumed alarming proportions in ryeem sucker* with only general education. tie 
times. According to NSS data, the number 


tie live register of the emptoymem 
exchanges in Kerala is accounted for by 
ITI certificate holders. Surprisingly the 
secood rank goes to medical graduates 
(veterinary and agricultural graduates appear 
to be the least vulnerable). In terms of number 
of job seekers, however, there is no 
comparison between thetwo categories. The 
phenomenal increase in the number ol ITI 
certificate holders on the live register is 
primarily accounted for by the unprecedented 
expansion in the number of both ITis opened 
and the number of trainees enrolled. The 
number of'ITIs increased from AH lo 34.1 and 
the number of trainees enrolled from K.776 
to42.996during the period 1971 -72 lo 1992- 
93. The extremely libera) policy followed 
in the sanctioning of ITlx in the private 
sector, which increased from 2H in 1971-72 
to 315 in 1992-93. was responsible for the 
rapid increase in the number tdlTl certificate 
holders on the live register of employment 
exchanges. Obviously, there has been no 
matching increase in the demand lor the 
products of the ITIs from industry. The 
titration is not far different in the case ol 
diploma holders in engineering and 
technology, and engineering graduates. The 
general disinclination inwards scll- 
cmptoymeManihcpartof skilled manpower, 
apart from Ihc various obstacles one has to 
encounter in taking it up. is one ol ihe 
reasons for seeking saianed/wage employ- 
mem. Among the reasons lor ihe poot 
performance of the various self-employ ment 
schemes in Kerala. Mukhcqcc and Isaac 
have mentioned delays in the processing ol 
the loanappiicahon*. inadequacy ol capilal. 
inadequaic training, insulficicm insniuinm.il 
support and unsatisfactory rcpuvmcui 
performance <1994 11-14) 

The case of medical graduates is aliogeilier 
different. The fact that there* were 1.959 
medical graduates on the live register of 
employment exchanges in 1991 is no pmol 
that there is acute unemployment .muing 
doctors in Kerala. It is very doubtful it there 
are genuinely unemployed medical doctors 
at all in the state. Beeauscoftbe rapid growth 
of well-equipped modem hospitals in the 
private sector m Kerala, u is normally not 
difficult for a medical graduate to find 
employment as a junior doctor on a 
consolidated pay of around R\ 2.000 per 
mens em - Most of the doctors.however, prefer 
government jobs, because while doctors 
employed in private hospitals are not 
permitted private practice, U is possible to 
combine both in government service 
including government medical colleges In 
fact, it is the vinually unlimited scope lor 
private practice that encourages doctors m 
opr lor governme nt service although salaries 

■ in govemmem are not as attractive as in ihe 

t£ private sector To some extern this is true 

M 

I *** 


of educated unemployed in the state rose 
Irom 3.51 lukh m I9K3 lo tt..34 lakh in 
1987-KK. Among ihe causes of educated 
unemployment. the foremost eomrihuiory 
factor has been the opening of too many arts 
andscicneeeoliegcsKinecihc l9Mkeouptetl 
with ridiculously low level of college Ices. 
To moke mailers worse, there has been a 
distinct preference on the part ol work seekers 
lor salaried employment. especially in Ihe 
public sector in view of ii vhuiU-in attractions 
such us seeurity ot tenure, seniority-based 
promotions, etc. The growing uiiempfoymetM 
among the educated has led to a steady 
decline in the real earnings associated with 
dtllcrenl lescts ol edueuliiHi. However, 
earnings have not declined last enough lo 
reduce Ihe incentives to acquire still more* 
education. FUrsuii ol iradtfionul acadetiue 
subjects is aquther laetor eontnhutmg to 
educated uncuipioyiiicnt. 

Sonic developmeni ceonomisis have 
attempted toexpiomedoeateduiwiiqiloyiiieiu 
in develo|iing countries in terms ol die 
work seekers' preference lor while collar 
jobs and their aversion lo manual labour 


waiting period till the fint regutar employ - 
ment is in absolute terms quite high 
irrespeeiive of the level of general education; 
however, the relative waiting periodgotteralfy 
declines as one moved from $SLC to 
postgraduate levels. (21 For work seekers 
with vocal tonal or professional quahAcalion* 
the waiting period is distinctly lower. Here 
too there is a declining trend ax one move* 
from lower to higher level* of vocational or 
professional educatma (3) As for gender 
dil fcrenecs in waiting period, the datado not 
indicate any consistent pattern. (4) It was 
found that average waiting period for 
member* of the forward communities was 
much lower and starting haste pay higher 
than lor those belonging to scheduled caates 
and scheduled tribes and other backward 
communities; qtialifieationwisc. however. 
im> consistcia pattern was observed. The 
sanqiie survey treated professional graduates 
as a separate category. Ot the four categories 
of professional graduales represented, 
namely, engineers, doeutrs (medical und 
dental i. nurses and agneuliural graduate*, ti 
was imind that nurses (with a BSc degree 
in miiMiiui had the lowest average waiting 
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ftt fiy, referMKf wan trade to the growing 
' tmwbtf «f jab Mltow Whh noOicu) and 
reiginndrtog dejnw on die live regmcr of 
■Mptoyrranl uxc hu opre ia the aim. Thu 
trend Imn beretailribtxcd to the desire ui 
f iwilB tatotw l gr w hi Af« Wtataty government 
Job. which arable them «bo to carry on 
privet* practice which private sector 
employers seldom permit. 



{This paper ferae pan of a larger study on 
•UMpInSM ia Kerala I have amk-nai.cn 
aader a Sealer PetfowiMp of the ICS.sk (tun 
ifcMfcftl to 1C P Kiuu for his deluded 
ooaatwata ea aa earlier draft of ilm paper A 
pan of ttuapaterwaa presented at a workshop 
oa ' B rep toytwra and Unemployment Trends in 
Karala’lmUa<*KCeacnrfdrOevciop(iiavSiixiM.'s 
m Jan uary 1994. lamgmclul to the pamupums 
of the workshop for their vatoahlc suggestion* 

I alto thank t Sankara Bharma and Saha Philip 
who have heea of much assistance ut dilli-iem 
napes «a the pre p arat i on of ihi* paper, j 

I To give jest two esampk-v denial posts m 
the Kerala government tccrciartai and in it* 
office of Kerala Umvcnaiy which once used 
to be filled by matnculoies arc mm available 
oaly to graduates. earlier the minimum 
qaattficattaa pretenbed fur leemitmciil nl 
palics constables ut the Male was schooling 
up to etphSh kundand. whereas it is now Hah 


2 If a pereoa instead of accepting the pn»i id 
primary teacher sun my on a basic pay nl 
Its 1.125 opt* to pul m fiveyears ot additional 
odo ceu oa. be/she can anpire to get appointed 
ts a high school teacher on a slotting basic 
pay ef Rs 1.350. h can he shown that ihe 
addnkMMd annual income thus earned. namely 
Its 2.700. Is much higher than the annualised 
wptS d M S B ttadadmf income foregone) on 
■ditiaaAedhcAwa. The ihtlerence m canungs 
woul d, of eoursc. widen over the years 

3 The Matoyab Memorial submitted in ihe 
Okrwanaf Travancurcuu July 2. ikki and to the 
Maharaja oa die uriudey was ngmd by w.uin 
Clhre a t bcfaa gtog to all cmres and creeds 

4 Rewerkmgdwewgdoytoewescharigc ueiwo 
sa on Dae cs sber 31. IW. duty found that us 
against the official figure ul 15.51.M3 
mahatma forming gl 37per<vni . the revised 
astuaett was only lU.4h.454 15h. 12 per cent i 
This (Mini wav reinforced by e»n*»- 
abatssioak of dM sample rcgistrams and the 
NOO code* aOortod to the registrants hy the 
ampfeynareteschtupr -mihnnucs. 40 pci cent 
of g« pre-degree and IH.toi per ccot ot the 
degree*. 12.14 pet cent oi (he poaigtaduafes 
tad 110 par cant Of the engineering degree 
holden had only MLC hy ihc NC(> 


5 A worker. i a s».wd oi diet mg kUhcfirsircguUf 

job. any decide toipM the job m order ui uU 
ap a aaanr lawaaereti vc or challenging job. 
' liah ahsstga of Jehu ts purely voieasary and 
ht*» daes aot coaswme further waning 


&& n* m*».*~* 

\ Mfisl«a*l H9 iMihre dead regiswn the 
laiWr consisted of 413 penona from the tivc 
register and VO fiom the dead register. U may 
be noted that eiapfuyaaem eichaages 
maintain in addition to the live register also 
a ko-cailed dead register of persons who fait 
to renew their registration from umc to tine. 
The survey conducted for the UN study 
included also a sample from the deed register 
since, among other reasons, a was c spooled 
dial persons w ith completed watting periods 
could he found to a greater proportion on the 
dead register than on the live regi ster. 

7 Further, the foci that employees mutch category 
(based untpulirwalion) obtained then ptos at 
diricrciu points ot time imnidaecs a certain 
bias We know due over the years pay scales 
have been rising: there lore if more people 
belonging ui une category seemed Uu.tr yobs 
at u later point oi time than employees of 
another category, ibe average salary of the 
former would he higher. 

H Al present there arc 11 cngmeeiHig sollcgc* 
in Kerala, nine enik-ges under ihe I Jtrcctome 
olTechnical Lducuiton of the slate government, 
one regional engincenng cotk-ge and one inodel 
engineering college under the Institute oI 
Human Resource* | jcrctopiucni hu likvirnatcs 
lanothei college has |usl slatted luncitomngi 
These enik-ges aduutledokitulol 2.VUI students 
to ihe vonous courses dunng ihe academic 
year lvO-vt. In sharp conlrasi. ihc Hvs- tucdnal 
col leges in ihc Male odnnl only a haul id 7txi 
Siudems lo ihc MHK!i ionise and 7tl students 
to Ihe HI IS course To llsv siivanv. may he 
adik-ii those Keiaincs who non engineering 
and medical voMrgc* outsuk- the stoic II is 
very likely that then numbcisaisii arc weighted 
in lavoul ol engmeenng students 
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Besides their numerical strength, the legacy of the non-brahmin movement of the pre ■ independence period and 
the continued control over land, co-operatives and other institutional resources have enabled the vetandar marathas 
of south-western Maharashtra to maintain their hegemony in state politics. 


A DOMINANT caste is determined by its 
numerical strength, its extent of economic 
and political control, and its superior status 
in tlie caste hierarchy.' For a caste to be 
dominant. David Mandelbaum adds one more 
attribute of a ‘self-image as rulers' 
<1972:359). In Indian villages, land is the 
principal source of economic control. Those 
who possess substantial land can exercise 
: control over the landless and the marginal 
landholding families since the latter are 
d ep end en t upon big landholders for their 
livelihood. During post-independence 
period, traditional agronomy has changed 
andaprocessofagro-bnsed industrialisation 
has taken place in certain parts. Big 
landholders have cornered a sizeable chunk 
of the agro-based industrial economy and 
have become all the more powerful. Thus, 
land is not only a source of economic coni rul 
hot also of political power. Walter Neale 
stales that, “the Indian view of land was also 
poHdcaT (1969:7) and. “the Indian who 
acquired political power almost inevitably 
acupnredconiroi of land, which was the main 
source of wealth or income'’ (1969:9). In 
demo cracy , numcricai strength undoubtedly 
has a political significance. The contestants 
for power seek followers and allies from 
Idaa. relatives, caste and village so as to 
increase their tally [Neale 1969:9-10).These 
nabs of ‘social organisation’ are one of the 
aoareet of power. Thus, the schotarsconsider 
M,namber,social organisation, riuisi status 
and self-image as rulers, as the requisites for 
caste dominance. In the light of this 
c onc e p tual formulation, die article examines 
the domination of the marathas in 
Maharashtra. The article addresses following 
qneadons regarding the maratha domination: 
how far is the numerical preponderance of 
the marathas decisive in their dominance 1 
Why do the marathas of the Deccan mostly 
occupy positions in the higher echelons? 
Why do the kunbis of Vidarbha have little 
say in the suae politics? And finally, what 
is the class Matas of those in influential 
MMidons within their casse-group? 



> The domination of the marathas in the 
Tower structure is generally ascribed to the 


large number. Since enumeration by caste 
criterion was not continued by the census 
after 1931. we do not have currently a reliable 
figure of the maratha population. Irawati 
Karve estimated the population of the 
maratho-kunbi duster to he about 50 per 
cent (1975:29). Anthony Carter estimated it 
to be 55 per cent in rural Maharashtra 
(1975:5). whereas Shashikam Pawar, the 
president of Maratha Mahasangha. has put 
the figure around 35 per cent (Nagarsekar 
19861. Recently, iayant Lelc derived the 
present-day population of the maratha- 
kunbis- from the 1931 Census reports of the 
Bombay presidency, the Hyderabad state 
and the central provinces and Bcrar.' to be 
31.19 per cent (Lett* 1990:116|. The kunbis 
are mostly concentrated in the nine districts 
of Vitlartiha. If their population is estimated 
to he 10 per cent, then the population of the 
marathas comes Ui 21.19 per cent (sec the 
tabic). 

II 

Sodo-Politkal Background 

The ancient brahmanicaF traditions were 
revived in Maharashtra under the Pcshwa 
rule (1715-181K). Especially under the later 
peshwas. from laic 18th century onwards, 
the brahmins enjoyed special privileges, and 
the shudras and the oli-shudra* suffered 
disabilities: 

Performing the religious ceremonies with 
the Vedse maatros was the privilege of the 
Brahmms, wtale Use shodras pad to he content 
with the Puraaic mantras. The brahmins had 
the monopoly of refigwus priesthood. They 
were given ‘Pairthins* (gift) to encourage 
learning. The lands of the brahmins was 
assessed at half or tower rates than those of 
other classes. The land revenue in cash from 
the brahm ins and in kind from others were 
accepted. Ducn mi nation was observed ia 
punish log the culprits. For example, on a 
charge of murder an accused brahmin was 
asked to visit a holy place, while a ahodra 
or aa att-sfcodra accused of theft was gijpa 
punishment of amputation of one or more 
limbs. In 1785. in a cane. 26 persons from 
at r s h udras were beheaded for commuting 
theft. Prisoners from the lower castes were 
asked todohanl labour af b uildiagCanrenses. 
The shudras bad no right to Mterdtaa with 
UK bnliMUM, me tMiMfeliiMe umInv Ini 
to carry aa cariten put hang from the aoct 


for spitting and also had to drag a thorny 
branch to wipe out his footprints. The att- 
sbudras were forced to Hve on 8 k outskirts 
of the village. After 1785. officiating 
marriages of the untouchable mahan by the 
brahmin priests were discontinued [Kadam 
l972-73:236-42J. 

In 1818. the pcshwa ruin ended and the 
British came to power. In the Bombay 
presidency, the British initially decided to 
adopt the policy of non-hwesfereace in caste 
matters. Bui. in ccrtaip cases casts authority 
was not recognised. For instance, the Bombay 
High Court permitted people to engage a 
non-brahmin priest. The decree theseMened 
the monopoly of the brahmin priesthood. In 
1856. when a mahar boy was refused 
admission to the government school at 
Dharwar. the Bombay gov er nmen t resolved 
that "ail schools maintained at the sole cost 
of government shall be open to all classes 
of its subjects without distinction" (Gfcurye 
1969:2751- Such instances indicate that the 
privileges ofthe brahmins and ihedtaMUtm 
of the lower castes were gradually desisted 
under the British rule. However, in practical 
life, the brahmanic order based on ptrrity- 
poi kroon principle, waa functional. 

HeasHTAav Lanohoumno Parma* 

In Maharashtra, many maratha and kunbi 
families have been lanrUwlders since pre- 
Shivaji times. Under the Muslim regime 
the village revenue was in the hands of 
pants, kulkarai*. deatumikha, de sh pende s , 
sardeshmukha and sardeshpandea. Putts and 
dcshmukhs were generally front t he n m ra t ha- 
kunbi caste. Shivaji belonged to the rating 
class of jaginlars. But. in Sfaivaji’s time. 


Casts and Rauamsiwtsa Dumuevna* os 
Maimsasmtua Poruuno* 
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wtthMt m pahcjr af amhi ng oftem 
eraditary. nor m there ir syateh of 

sslgtematbf revenues or land for arilkary 
w vie a s. Ate Shlvhft' td ea tfa h i s successor s 
epnriad tern te policy of find pay and 
oattound te otd Muslim system of 
ersdkaiy revenue aothori tfaa* 
la te kingship system te village land 
rat allotted to assi g nees. The assignees, 
he holders of village land, occupied 
ereditary office* rack a* miraadars, 
rokadam, kulksrnl.pedewar, deahmukh and 
ethknJkanri. The offlciaia performed 
ervicea to te Ung la Ueu of granted lands, 
tut the actual coMvators of lands were 
manta and peasants. The cultivators paid 
ie U nd u e venoatoteinamdars and jagirdan 
dto were the appropriatora of the whole or 
•it of the land revenue. A piece of land was 
ranted to a priest of the village, usually a 
rehmao, forte performance of a religious 
ervice. Such land was referred to as 
tevatlhan land, which was not transferable 
KuUcarai 1961). 

Apert from this account of land allotment, 
md was offered as gifts to the maraiha 
entry in Mum for supply of srmics. During 
he peahwas. the lands were granted to 
rshmans as a religious privilege (Wink 
986). Thus, the marathas as warriors and 
fftciais, and the brahmins in the capacity 
f miniaicn and priests received land grams 
rom the royal princes. 

Three different views have been held 
sgardtag land ownership in western India. 
Lccording to Baden-Powell, the landholder 
ad no ownership rights in the medieval 
leccan but the land was held in virtue of 
_. office (Baden-Powell 1972: 423-24). A 
Ahekar Mates that the ownership of lands 
ras vested in the peasant proprietors (Alteksr 
.27:16). S N Sen has given a detailed 
ccount of. village land ownership in the 
8th century Deccan, mem wrung that the 
tl lag* lend was dlvidedamor^ the hereditary 
fOcnn. viBage servants, the miraadars and 
x 'upris* (outsiders). In lieu of services 
md was granted so te haradiury officers 
nd village servants, while the mirasdars 
ad proprietary right in their lands. The 
iris were the tenam-at-will on government 
rods under the management of mamludars 
Sen 1923). Hiroshi ftkazawa, an eminent 
spaneae scholar of south Asian history, 
ss endorsed S N Sen’s presentation ss 
ring doeer tote ground reality (ftikazawa 
.91: 149-30). ffekazawa also states that 
igh offices, for exampie, head man ship of 
illages, ware held by te brahmins and 
ices of te irtam lands framed to them 
tere oomparadvaiy larger. The brahmins 
sing abeante landlords, their lands were 
ultivaiod by sharecropping peasants 
3 hkanwa 1991: 178-80] 
la teoarfy I Mi century, the mira* lands 
'em generally cultivated by miraadars 
irnurirsa. whs briot^sd to te merchant 


■ raid lotsnaerimectese. But nmiy minutes 
lute out their faints to.peasants on 
sharecropping baste. 11)0 stale lands and 
wastelands wer e rulllvatod by tenant- 
peasants (Fukazawa 1991: 113-84]. 

In Konkan. a part of te Bombay <H vision, 
the khoti system of revenue farming was 
introduced in 1304. In te khoti system, 
the government collects revenue from the 
khots. This system was prevalent in 
Ratnagiri district and is some parts of 
Koiaba (Raignd) and Thane districts. The 
khots were hereditary landholders who had 
received lands from former territorial chief 
or local land officer. However, Andre Wink 
informs that te khots were hereditary in 
the southern Konkan while in the northern 
part they were non-hereditary (1916:362). 
Baden-Powell mentions that te khots 
belonged to alt castes. Under the Muslim 
rule they were constituted by the marathas 
or the mortal mans ("1974: 294). In the 
pesh wa period smany brahmin families were 
made khots. reducing the older kirn families 
of the marathas and the Muslims. During the 
later period, under te British rule, many 
khots were brahmins and marathas. Before 
1949. there were 932 khoti villages in 
Ratnagiri. After independence, te khoti 
tenure system has been abolished by the 
Bombay khoti abolition act of 1949. In 
Vidartoha. most of te malgujars were 
brahmins. In Maralhwada. under the Nizam’s 
rule, maraiha deshmukhs were the tax 
collectors. Keeping in mind the hegemony 
of the high castes, Bhaskarrao Jadhav, the 
then legislator, had proposed in 1927 for a 
ceiling on landholding in the Bombay 
legislative council. 

Thus, the above account of land allotment 
and grants shows that under te peshwa and 
the British rule, brahmins were 
predominantly controlling lands and a large 
number of maraiha and other intermediate 
castes were tenants. 

Pmjle's Revolt 

In 19th century, Mahatma Phute (1827- 
1890), a non-brahman of mali caste 
(gardener), emerged with his radical critique 
of brahmanism and economic exploitation 
by Gujars and Marwaris. He pas te first 
Indian to start schools for girts in 1848,1831 
sod 1851 He founded the Sfoa sh odhak 
Samsj (the organisation of tru th se e ke rs) 
in 1873 to educate and enlighten the 
ill iterate and ignorant mn a et .apd to hbesate 
them from religious persecution. He 
rejected bcahednism based on te shararas 

andteputsnasandpropagmadaSarvqtete 

Satyadharma (universal rriigkm of truth) 
based on rationality and equality. He 
performed marriages without the help of 
a brahmin prioat. Regarding Pintle's view 
on the village system, Gail Omvcdt 
mtntiona. 


• ■ Wade wanted sweeping changes whfcm 
rittags society itself. His primary goal was 
not li m p ly to re p tece ahrshmintenteaiad 
bureaucracy with a atia brihmaa bureau- 
cracy and it was not simple to traaefar power 
to te villagca. Rather he wanted to 
l evoknion ia * villa g e system. Notou fy te td d 
te poridon of tadhwai ha ddlte; else 
the peril's and other wataa poets should he 
opened uptosR on te basis of merit dmugh 
spe cia l mining schools. Thus te entire 
belatedar system with ks relation to 
traditional caste privileges and functions 
was to be destroyed along with the 
hereditary tiafciag of caste and occupatioa 
[Omvedi 1976:120). 

Thus. Pfculc was a soda) revolutionary who 
organised shudras and ari-shudtaa agaiaat 
te brahmin tyranny, h is not e worthy tee 
aristocratic maradmu, Bagayata. jahra and 
keyasthas did not parodpme in Phnle's 
satyashodhafc movement (Phadke)999254). 
However. Bhaskarrao Jadhev.an aristocra ti c 
maratha. established a branch of 
satyashodhak ———j in 1911 to revive te 
movement. Like PMe. be was criric d l of 
brahmank literature and wrote irrehing 
articles on K amay m ta Marathi periodtads 
between 193$ mid 1938. 

Masathas m Now-BaAienw Mown ram 


In te b eg inni n g of te JOth oa n tmy non- 
brahmin leaders who identified tenmehus 
as satyashodhaks no more foBowad te 
revolutionary ideology of Phule. He 
principal reason was the overall domination 
of the brahmins in te aarinnsl fratgrraa. 
Bombay leg islate* council (BLC) and te 
British administration. In Nov em b er 1999. 
an incrdentoccuntrd wherein NXrayanfahattt. 
an offiaatiog priest. did not nter te vedfc 
(hantras while perfonmng bathing eererarony 
of Chatrapnti Shahu of Kolhapur, shme te 
taster did not belong rekshmnya ante. Tlte 

Shabu U874-m2^nmtnd a moveramat 
against b rahm in hurenurracy of Koteqmr 

of Barodu, took significant imps so hater 
tefotoftemnonttehte. te I9l3,3nyq)iran 
QaikwadaemBhimraoAntedbarinAnratei 


for hia rriana b i activities in 
suae. He abolished 
felicitated Antedkar far te 


He 
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urteacMMHty. Prom 19Q3-!9e6.hc loured 
throughomlndiaWBudydresocio-ecunotntc 
cs od i ti ons of the untouchables. In 1906. he 
founded the Depressed Gass Mission to 
provide education and employment to the 
untouchables. Thousands of untouchables 
look education in the mission’s schools. 
He was active member of the Congress and 
tried to change the attitude of the caste 
Hindus towards the untouchables from the 
Congress platform. It was because of his 
initiative that the resolution of the removal 
of untouchabilky was passed in Calcutta 
Congress session of 1917. He wrote 
scholarly essays and books on the problem 
of untouchability [Shindc 1976). Thus the 
early maratha leaders regarded the 
untouchables as a subsection of non- 
brahmins and were sincerely concerned 
with their upliftiQent. 

It is interesting to understand why Shahu 
opted for policies favouring the non¬ 
brahmins. It is obvious that he was hurt 
by the vedokta incident of 1899 which did 
not recognise him as a kshatriya. Moreover, 
the intervention of Bal Gangadhar Ti lak in 
both the vedokta and the abolition of the 
kulkami and joshi watans (hereditary 
offices) on the side of the brahmins kepi 
the issue burning. Tilak was against non- 
brahmin representation and criticised the 
non-brahmin leaders for supporting 
communal representation in 1917. In 1917 
Montagu-Oiemsford declared to grant a 
cn ei e fwin d represen tation which encouraged 
the maruthas to establish the Marat ha League 
on Dece m ber 16. 1917. Shahu lauded the 
provision of caste-based representation at 
Khamgaon. In a letter written in September 
1918 to Lord Sydenham, the go vemor of the 
Bombay presidency. Shahu justified the 
communal electorates for the mar at has 
because the brahmins had monopolised 
services in the British administration and 
hence, the grievances of non-brahmins did 
not reach the British officers (Kavalekar 
1979:227]. On January 31. 1919. when the 
Southborough Committee on franchise 
decided to give representation to non- 
brahmins. Bbaskanrno Jadhav and the 
Maratha League demanded separate 
representation for the marathas. 

Further, the Montagu-Chemsfon) decla¬ 
ration encouraged the non-brahmin tenders 
to publish periodicals, such as Rasluraverr. 
Shiraehhatrapati. Chhatrapan. Titrun 
Maratha, Garibancha Kaivan. Bhagva ■ 
Ziwin, Shristuvasmarak, Vijayi Maratha. 
Deem Mitra. Jagruti, Htuuer, Kaivan. 
Pragati Jmvijaya and Havrug. The very 
titles of these periodicals suggest the spirit 
of non-bratomnism. The publication of non- 
brahmin periodicals was so essential that 
Shahu extended monetary support to 
Mukundrao Patil to continue the publ ication i 
of his periodical Orm Mitra when it was 
cn the verge of extinction (Phadke 1989:2631. 


--I— * «.S-- — 2!. - Jti.rilj. 

imm apprenermroom pewmm^m mm?, 
to tho brahmins. sMempu wnuidbe made to 
resurrect the age-old h rahm a n kat regime 
(Latthe 1924:5661, As a mult, treaty non- 
brahmin leaders got elected to the BLC in 
November 1920. To capitalise upon lids 
success the Deccan Non-Brahmin League 
wax formed on December 12,1920|0mvodt 
1976:190]. 

After the death of Shahu in 1922. the non- 
brahmin movement was led by Kcshovrao 
Jedhe oral DinkarraoJawalkar. The historical 
incidents of refusing kshatriya status to 
Shivaji and Shahu by the brahmin priests 
agitated the minds of the marathas. In 1921 - 
23 the mm-brahmin activists of Satan and 
Soiopur targeted the brahmins. They abused 
and mocked brahmins and abstained from 
inviting them to perform the household 
rituals. They taunted brahmin women and 
burned their houses and looted their crops. 
The non-brahmin tenants refused to till the 
lands of brahmins (Phadke 1991:217-191. 

In 1923. 13 nun-brahmin leaders got 
elected to (he BLC. Bhaskarrao Jadhav was 
already a nominated member of the BLC in 
1922. In the BLC election campaign of 1923. 
Bhaskorrao Jadhav exhorted the marathas to 
give votes to their fellow representatives and 
got elected from Satara (Phadke I99l:227|. 
He formed the non-brahmin party with the 
help of 13 non-brahmin legislators in 1923. 
In the 1920s. the non-brahmins gamed coraroi 
of the local boards in Satara. Solapur. Nasik 
and Bukttumadistncts. whileinotherdistncu 
they were not equally successful lOmvedt 
1976; I99|. It is evident that wherever the 
non-brahmin movement was strong, the non¬ 
brahmins could wrestle power from the 
brahmins. After gaining control over the 
local boards the non-brahmins started 
education institutions and student hostels. 
Phule and Shahu had already set the tempo. 


talar spread >H ommmm Msfrarashtu 

DinkjtrraoJ»w>lltar‘i DHhatht Qtafcnwi 
came out in 1925. Hu brea d ed TKak tnd 
Chiphmkar as traitors and oritidaadTlUk s 
aversion to non-brahmin representation i* 
the Mote legislatlva council and his 
discouraging attitude toward* compulsory 
education. He alleged that the'brehnuns 
drowned Tukanun (1598-1649), a kunbi 
saint, along with Ms book of couplets m 
a river. He catlod brahmins beasts, who 
threw the stones at Savitribai, wife of Phui c 

and the first woman readier of the first girls' 
school in Pune. He demanded that all 
brahmins should be expelled from legislative 
councils, local bodies and services. Jed hr 
and Jawalkar were persecuted and convicted 
by the lower court (breasting aspersions or 
Tilak. Ambedkar fought their case in the 
upper court and got them acquitted. But. 
when Ambedkar led a satyagraha at Mahad 
in 1927. Jcdhc and Jawalkar demanded that 
.no brahmin be allowed to participate in the 
satyagraha. Ambedkar declined their 
condition, explaining that he was against 
brah(nanism but not against the brahmins 
In 1926 the non-brahmin leaders closed the 
doors of their puny to the brahmins. Although 
the membership was open to all non 
brahmins, deshmukhi and palils were 
predominant in the party. 

Stno-PouncAL Scene or Vioahsha 

Vidarbha region was incorporated in 
Maharashtra in 1936. Competed to the 
intemperate experiences of brahmanism in 
the Deccan, brahminitm in Vidaibha was 
moderate, the reason being neither the prince 
nor the prune minister of this region was a 
brahmin. Nagpur was the capital of the 
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; Bre*wm«*<te Ore>dl M (a n fDeof«fh. But 
Bw taWH wnreln tha administrative 
MrvioeeoflhtGotKtaaadtiM Bhosias. David 


The •boils* laid the foundation* of 
brahmin drwalnaare by establishing them 
M laud and appointing them in their 
admtalatrative aervices. British rule 
enh a nced their periston Amber by creating 
new economic opportunities, besides 
opening schools and colleges through which 
they cos id enter the professions and 
gownsmen! service. Utilisation of these 
opportunities, combined with the brahmins' 
toctelpreatige. placed them ina commanding 
position amongst the urban middle classes 
by I9I> (Balter 1979:13]. 

Nonetheless, the brahmins do not outnumber 
themarasha-kunbts an vatandars. In Yavatmai 
district, for instance, of the 1.397 vatandars. 
there were 301 brahmin vatandars and 830 
maratha-kunbi vatandars. Moreover, 
commerce and financing were under the 
control of the immigrant marwari-gujars of 
the north [Diwan 1980:233-36]. Even after 
independ e nce the A kola district Congress 
committee was under the control of murwaris 
suggesting that the marwan group was the 
leading political force in the Vidarbha 
Congress organisation (Cams 1972:133], 
During the Tilak-Candhiera( 1900-1937). 
Dadasaheb Khaparde. M S Aney. N B Kharc. 
B S Moonjc. M V Abhyankar. Moropanl 
Joshi, Tapaswi Paranjape. K V Brahma. 
Vamanrao Joshi and Acharya Dada 
Dhannadhikart. were prominent amongst 
the brahmin nationalists of Vidarbha. 
Jamnalal Btyaj and Brijlal Biyani. both 
marwaria,joined the Congress around 1920. 

The antyaahodhak movement was active 
in western Maharashtra The non-brahmin 
leaden of Vidarbha were attracted towards 
it They, too, protested against the brahmin 
supremacy, especially their priestly status. 
All India Maratha Education Conferences 
were held at Amraati and Khamgao in 1909 
and 1920 respectively. Both were presided 
by Shahu of Kolhapur. In the 1920s. G A 
Gawai, a leading mahar from Amravati, was 
awakening the untouchables regarding their 
deprived status. He was nominated io the 
legislature in 1920. Raotaheb Bajirao 
Nitnbalkar.alandedmarathaandthctahuldar 

of Katol. sponsored an anti-brahmin 
periodical Bhammi Taiwar. published from 
Narkhod in Katol taluks. Hie elections to 
the local bodies and the legislature in 1924- 
I92d streagthened the non-brahmin 
activities. Raibahadur K S NakJu. a non- 
brahmia leader, started Brahmtmeur . a 
periodical urgiag neh-brahmi n commuaiiies 
i& capture all local and self-government 
isstitutioat, government services and 
ho n or ar y poets in proportion to their 
awwctcal strength, la 1925. maratha* o t 


Amreotiaiattedape shidlcalawnw kdtomhs 
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amBtaCm&F-. An BOTpOiI 

the non-tnhmin leaders to win more seat* 
in the legislative council and io the load 
bodies throughout the Berer. The 1931 
Census notsd that the strength of brahmin 
legislators decl inod torn 29 to 17 In the third 
council and that of the marathns rose from 
six to nine. Punjahnm Deshmukk.a wealthy 
maratha with a doctorate from Oxford 
University, joined the non-brahmin politics 
and became president of the Amravati 
Municipal Committee in 1928. in 1930. he 
got elected to the legislative council from 
Amravati. Uttatnraoltldfcar.ShyamrauGund. 
Anandrao Meghe and Nanasaheb Amrotkar 
of Amravati district, Sampatrao Deshmukh 
and Pandharinath Patil of Buldhana district 
were other militant non-brahmin activists 
(Diwan 1980:237]. The Hindi politicians 
exercised an hegemony over Marathi 
politicians in the central provinces and Bcrar 
Congreu. After 1934. the non-brahmin 
leaders, Panjabrao Deshmukh, N R 
Deshmukh. N Y Deutalc. G R Pradhan and 
T J Kedar joined the Congress en maw In 
wake of Gandhi's assassination, the nun- 
brahmins attacked brahmins leading to the 
migration of the latter to towns and cities. 
Nevertheless, the politics ol Vidarbha was 
dominated by the brahmin Shukla-Mishra- 
Khedkar clique, till the formation of 
Maharashtra in I9S6. Yet. as compared to 
the Deccan, antagonism between non- 
brahmins and brahmins was not sharp. The 
scheduled castes of Vidaibha were advanced 
in school and college education (Chums 
1974:91], 

Thus the non-brahmins launched a 
movement against brahmin dominance and 
were successful to lower the strength of 
brahmins in the legislative body and local 
boards. During the Gandhi era. non-brahmin 
leaders joined (he Congreu and gradually 
captured the positions of power. The earlier 
truth-seekers became power-seekers. 
Commenting omhe downfall of non-brahmin 
movement. Ambcdkar said: 

Firstly, they bad not been able to realise 
exactly what their differeocei were with 
Brahmanical Sections. Though they 
indulged la virulent criticism of 
"Brahmins", could any one of them say 
that those differences had been doctrinal? 
How much brahmaaism had they in them? 
They wore "Namams" sad regarded them¬ 
selves u second class brahmins Instead 
of abandoning brahmaaism they had been 
holding on to the spirit of it a* being the 
ideal they ought to reach. And their anger 
against brahmin* was that they (me 
brahmin) gave them only a "second clou 
degree" (Da* I9WJM9(. 

The tacrepting atrocities and dbertmination 
hgakaat the deists m the ptd4ekpmhatt 
period l>»rates that hnhminine wbB hat 
Mi hold aroopgat the non bra hrein * . 



The n o n brahm in are known for their 
attacks on minority communities. They 
at t a cked the brahmins when Mahatma 
Gandhi was assassinated, la 1974 and in 
February 1986. the marathns attacked the 
neo-buddhist locality rod destroyed their 
bekmgings m Phafean. In 1978. on (he wane 
of the renaming of Marethawadnitoivershy 
the dominant castes brutally attacked date* 
in all the seven districts of Marathawada. 
Despite the large-scale violence, the then 
chief minister. Shared Pawar did not issue 
the order us shoot at the individuals stoking 
the Marathawada violence while the outer 
to shoot-at-sight was issued on thedahtsin 
Nagpur (Cava* 1978). Even the prnntinrre 
and acknowledged lender of the mandme. 
Yashwantrao Chavan. did not come forward 
to condemn the violence and t er mi na t e k. 
On August II, 1991. a carnage took place 
in Gothala village in Ahmadpur Catuka of 
Latur district in which two mahar bi o TOet s 
were beaten to death in a mob attack. On 


August 16. ]991.ArahadasSavane.aaaahar. 
was stoned to death by devotees hrlnnghtg 
to the intermediate castes. 

Moreover, aiui-dalit attitudes are evident 
at institutional levels. According so thr Tide 
Parishad and Panchayat Samiti Act of 1961. 
zilla panUmds and pancfaayat lamitil should 
spend IS per cent of their i n come on Urn 
welfare schemes for the backwaad caters 
But the fset-finding cosnmities sppoiwsslby 
the state gov er n m ent in 1976 pnintad M 
that 36 panchayat samitis had spent Making 
and other saireus bad spent a pared stew— 
on it. 


Co-operative institutions are a aqgar 
a venue pf employmcM in ami MritaraslBm. 
The Maharashtra go vermnent i 
hi 1977 and 1981 \ 
job reservation u> co-operative i 
But some District Central Otftnjsi 

High Court. The court uphold tire us ilia, yd. 
the backlog remains tsofatiRted in I 
operative institutions. < 
cent reserved posts far 
scheduled tribes, denatified tribes ans 
no madic tribes, 4)294 poat* of Claaa I sa 
IV. services in various 



did •« coded i 
reserved posuf 
thoac figure* are wot k no w n. The sa 
to why snch a hnga tedhg oft 


Recently, the 
getting attracted wwards 
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dcctod iathe ITTOraaomtil) rlritiiini Many 
—rates and ike O^Ca contested election 
» the tickga of there conservative parties 
nd got elected in 1990 aaaembiy and 1991 
~ok Sabha elections. The Maratha 
dabasangha founded in 1980 by Amtaaaheb 
MO, a maratha union leader of porters in 
otnbay andadore associate of Y BChavan 
adSharadfawat-, obje cte d the gov ernm en t's 
obey of protective discrimination based on 
aate criterion. Regular meetings and 
oaferenoesofthe maratha mahasangha help 
s tren g then die caste feeling and serve the 
xxtotnic and political interests of the 
otnmuntty. When the former chief minister, 
udhakamo Naik. a banjara, accepted 
Mignadona of 11 ministers belonging to 
harad Pawar*« group and dropped some of 
tern from his new ministry. Aimasaheb 
Mil remarked in a public meeting held M 
landed thM the banjara chief minister had 
lopped some maratha ministers in the state 
fmanthas. The Mahasangha congratulated 
sast n dada Patil. the former chief minister, 
a granting permission to medical and 
tg in ecring colleges on non-grant basis, 
here colleges accept huge amount of 
litation foe s (hairy admissions. Shashikant 
nrar, the president of the Mahasangha. 
asrirmned the gove r n m ent publication of 
tabedkar’s 'Riddfe* in Hinduism'. All these 
eta indicate the brahminkal dominance 
or the m arM has - 

Tbe politics of the maratha eiile in joining 
e Congress during the Gandhi era and 
Deady. the conservative parties, is aimed 
lety at maintaining power. They are 
■fnwtic, rather than ideological in their 
vonches to secular matters, and by hook 
aoofcacqmre power to multiply economic 
' educational advantages and (hereby 
riom po sh to ns in the power structure. 
Ik and Jawalkar. leaders of the non- 
ihaMa movement, joined the Congress in 
:> 1930s. ledhe was elected to the central 
[illative aaaembiy in 1933 and became 
Mh fc n t of the Maharashtra provincial 
ngreaa committee in 1938. Y B Chavan 
aed the Congress in the 30s and became 
usler in 1932. In October 1936. he 
mate the chief minister of the bilingual 
rnbny state. After his induction to the 
ion cabinet as defence minister in 1962, 
•ammo Naik be ca me the chief miaister 
the Mate. Although Vasantrno Naik, a 
k banjara former, remained chief minister 
a long period, he frequently consulted 
Chavan. farther, under the dominant 
dership of Vat—rdarfa Patil and Sharad 
rar the heg em o n y of the marathas has 
engtheaed. Kochanek has pointed out 
rote of caste in Maharashtra Congress : 

n M a h a n ri w ra . incktding Bombay. 16 per 
xntoftheCongrasamra were brahmlra and 
i* par cent woe ana tirMunin manahaa. 
Ola accounts for the charge asade in 1962 
8 m aft foe District Congress Coramhtec 


PrtaUemt aai Secrotaries la Maharashtra 
were manahas and thM 73 per cent of ail 
Congress candidates (a the 4962 general 
elections ware abo of this group (Koc hs— k 
1968:335-36). 

A study on the Satan sills pari shad 
elections held in May 1962 revealed thM the 
maratha crate was in firm control of the 
district through the interrelationship of co¬ 
operatives and land ownership (Shrader 
and Joshi 1963:146-31). A study under¬ 
taken in 1963-64 observed a maratha bias 
in Poona municipal elections of 1962. Only 
two of the 10'brahmins were elected as 
against 11 of the 23 marathas [Rosenthal 
1970:360-61). A study of the pane hajratrej 
leaden of Satan, Aurangabad and Akola 
districts carried out in 1967-68 revealed 
that the marathas constituted- 77.30 per 
cent of the total sample of leaden [Sirsikar 
1970:40], Anthony Carter mentions that 
22 of the 30offices in Girvi, a large village 
in Pbaltan taluka and 83 of the 144 offices 


bribe faster tBfcsfca of-A m** 
we re h eld by te M Martu u . AatirvtyefTXl 
villages from five districts ef Maharashtra 
revealed that the mantes control key 
positions in the paach ay m aaraM and MBs 
parithads [Lele 1992:123). Thus the 
maratha dominance at grass roots level is 
instrumental in securing support of the, 
local elites to win stale assembly a* well 
as Lok Sabha elections. 

Besides Mm dominance of the manthaa, 
Y B Chav— and Sharad Pawar adopted the 
strategy of alliance with othar parties. The - 
alliance with the Republican Party of India 
(Gaik wad and Gawai groups) and Bharatiya 
Republican Party (Athawale group)'has 
proved useful to the Congress. In 1990, 
Sharad Pawar co-opted a militant dalit, 
Ramdas Athawale, in his ministry, hi 
December 1991, Die then chief mi ni s t er . 
Sudhakarrao Naik split the Shiv Sena by 
incorporating Chbegan Bhujbal in his 
cabinet. The move not only helped to 
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^ Mri e l ttB dtostoatgdtof tt»* Congress 
) Sgi rim e r * but tb» WMtwwt the support 
b«#eefSMv gwta. Moreover, the strategy 
df shotting favours fothd weaker sections 
fey providing Job*, rendering monetary 
helpor using state or any other local office 
to unction a loan, i» uaed for vote- 
gathering. Thus. die Congress ha* adopted 
strategies of alliance, co-optation, ipliiiing 
the opposition and bestowing favour* on 
the depressed, to (lengthen iu support 
base. 


IV 

Accretion of Resources 

In 1948, after the pasting of the Bombay 
Tenancy and Agricultural Lands Act and 
the a s s as s i n a ti on of Mahatma Gandhi, many 
brahmins left villages and their lands were 
transferred to the maratha and other 
intermediate caste tenants Although caste 
wise data on landholding ts not availabte. 
Cams reports in her study of 160 district 
council Ion that a respondent owned 84.5 
acres erf land on an average (1972:42). In 
Girvi of Phaltan taluk*. 74.S per cent of 
the wet land and 72.4 per cent of the dry 
land was owned by the maraihu* who 
comprised 56.9 per cent of the total village 
population in 1966-67 (Carter 1975:70]. 
In the Kisan Co-operative Sugar Factory 
of Kopergaon in Ahmadnagar district. 60 
per cent of the shareholders were maraihu 
(Baviakar 1980:52], As a result, during 
1961-63. lOof the 15 directors of the Kisan 
Factory were maraihu. Besides, inaumpie 
of 50 villages from Maraihwada. 51.48 per 
cent landholders were from maratha 
caste, holding 30.22 per cent of land 
[Maadavdhare 1989: l!0|. These figures 
indicate that in the post-independence 
period a large number of maratha-kunbis 
became landowner*. 

In the post-independence period, the 
marathas have dominated the co-operative, 
edu ca t i on and panchayat institutions. The 
dominant rich marathas who have political 
and administrative contacts act u patrons 
extending help in matters of employment, 
finance, benefits of government programmes 
and providing a few positions in the local 
bodies. The depende n ts who receive help 
from the dominant leaders obviously feel 
obliged and become subservient to them. 

The most important arm of the state 
political power are the co-operative 
institution*. Bariskar notes, "The resources 
of co-operative* are used to win elections 
to dtb panshad, amembty. and parliament, 
and aim to cream educational institution* 
and strengthen the Congress Party 
negator aina" (1980: III). The ante co¬ 
operative bodies such as the Maharashtra 
SM« Co-operative Bank, the Maharashtra 
Rgfrg Sahakari Kmfchana Sangha and the 
State Co-operative Marketing Federation 


were under the ceatmand of Vasantdada 
Peril, and after Us death, are under toe 
own of 1*1 war. 

After occupyitg key positions in die 
state power, marathas use it to generate 
additional economic base by setting up a 
number of co-operati ve units of sugar, dairy, 
bank, credit society, cotton and oil tnUlt. 
In Maharashtra state, 2J4X» co-operative 
institutions have been established. One of 
the reasons for the development of co¬ 
operative! in Maharashtra is the financial 
support of the state government. Another 
major credit disbursing institution is the 
Maharashtra State Co-operative Bank.* 
Over the yean the state government has 
contributed a total of Rs 419.46 crore as 
share-capital and loans to the sugar co¬ 
operatives. hut the total repayments by the 
factories have been barely Rs 69.63 crore. 
In spite of such a huge backlog. Sharad 
Pa war mentioned at a recent statewide meet 
of sugar co-operatives Ihai the stale 
government would offer Rs ISO crore 
(awards the takeover of the Rashtriya 
Chemicals and Fertilisers by the co¬ 
operative sector* 

The growth of cooperative institution* in 
Maharashtra is phenomenal. In 1992-93,99 
sugar factories were operating in the state, 
of which 70 factories were operating in 
western Maharashtra alone. During the same 
year, there were 26.880 co-operative 
societies in the state. In 1991. there were 
43 branches of Maharashtra state co¬ 
operative bank. it isthe biggest co-operative 
bank in Asia, having deposits worth 
Rs 2.094 crore as on June 30. 1991 and 
working capital of Rs 3,101 crore in 
. 1990-91. In 1991, the total branches 
(including head office) of the district central 
co-operative bank* were 3,147.The district 
central co-operative banks had working 
capital Rs 4,764 crore as on June 30,1991 
and advanced loans worth Rs 4.690 crore 
in 1991. In 1991,125co-operati ve spinning 
mills were in operation and 44 out of the 
21 ^distillery plant* in India have been set 
up in Maharashtra. At the end of June 
1981.4.10 lakh employees were working 
in the cooperative sector, amounting to 
12.50 per cent of the total employment in 
the state. 

The apex co-operative bodies and most of 
the co-operative units in the state are under 
the command of the ma rat has . Sevpprao 
Giridhar Peril. a dose supporter of Sharad 
Pawar, is the chairman of the natiorud 
confederation of co-operative sugarfaesaries 
md wa* elected president of the organisation 
of world sugar producers as wetl. Prakash 
Paul, the son of Vasantdada Patti, is the 
rh si nn in of the state co-operative auger 
factories’ fe de ra tion. Having huge sums at 
dupoaal, Prakash Peril recently daesded to 
launch two private sector projects, namely, 
R* 840 crate alcohol boted piratic weterteJ 


ptatoandsR* 20 cram fertiliser plant aear 
Sangft. 

ft is usually reported that the chairman of 
sugar co-operative* have remained in their 
positions for more then two dec a de s . For 
instance, in six of the nine co-operative 
sugar factories in Kolhapur district, men 
who had taken initiative in setting up co¬ 
operative sugar factories have been the 
chairman right from their establishment. 
Of course, all these chairmen did aorbefon 
to the maratha caste Tbe chairmen ofWanea 


and Paaduganga factories belonged to fte 
I ingay at community. The sugar barons have 
set up private trusts for various welfare and 
developmental activities. The doastipes 
are collected from the shareholders of the 
co-operative sugar factories and this 
practice is not objected by the state 
government. In this way. the sugar herons 
have generated multiple sources of raisin 
millions 6f rupees for their political gMti. 

The mandtas an generally known as 
cultivators and the Jama and liaga y ati as 
traders. But ia post-independent tndfe. 
many jams and brahmins have became 
entrepreneurs and since last two decadal 
marathas have also started to catar iaao tiw 


entrepreneurial and trading artivitira.neat 
their political and administrative linkpgea. 
In 19SI. 613 of the total 993 raweprsaams 
in engineering units of Keihnpnrheionged 
to maratha caste (BhaoushaN 1987: 43J. 

In pre-independence period. ron-MMa 
lenten retoised the ingortrwceefeducation. 
Shabu took lead in this direction. Kwmnvaar 
Bhaurao Peril, a join. f a H nwsd Mm and 
established the Rayat Vhikt ha n Saastoe at 
Kale in 1919. Armiriirg to rite tarotoe’s 
annual report of I989-9Q, Mo tanriha has 
520 edacational institutions front pre- 
primary to degree college level, and 6.628 
ofitsl 3.734 nBplnjiin aatti ftronnWM 
caste. NDPatil.amanriw,isdtoclairaHri 
of the smrstha. la 1934. Bag# SaMtiUht 
founded Shri Snnmi Vivikn indfimrih* 
There are 4.301 enaptoyeeeaf riw arotobh 
Branches ofRayat and Vivekanoritlsaaallril 


The Marathawada SMkthan Praearal 
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adopted a petky of | 
colleges for ms 

by making as amsndtooriltorito todvani 
act, th t mu v en tity right togroatpasurierae 
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otiid become educed on entrepreneurs 
eca use the state power backs them- 0 Y 
ad) who wataaSember of the Maharashtra 
ate legislative assembly from 1967 to 
78. g ot a dv an t ag e ofhii close relationship 
1 th Vasaatdada Patil. Kama! Kishor 
adamaadPatangraoKadam are ministers 
the present state cabinet. In Maharashtra 
ublic service commission, three of the six 
e mb e r s of the commission belong to 
laratha caste, and one of them is the 
tahrman. 

Thu. in pre-independence period, the 
mi- brahmin movement' and in post- 
dependence period.' Jhe politics of co- 
jerarive*. have contrifotted to the domi- 
ince of vatandar marathas in die power 
rocture of Maharashtra. 

Notes 


re author ia grateful to V S Kadam. professor 
utaratha history of the Shivaji University, 
dhapur. for suggesting readings and useful 
a—cam on the earlier draft of the article. The 
tore also extends his thank* to M N Panini 
' his comments and suggestions which helped 
revising the earlier draft.) 


M N Srinrvat defines the'domuuM caste as 
the one which preponderates muncncally 
.rets toother castes. Md...wieldt preponderant 
e c ono m ic and political power. A large and 
ww erf ul castt group cun more easily tie 
denhaanl if its position in the local caste 
nesnchy is not loo low** (Sriaivas 1955:18). 
The marathas are targely concentrated in 
western hfaharashtra and Mararhawada while 
to kBahts we predominant in Vtihshha 
region of Maharashtra. 

The present Maharashtra stale comprises 
Bombay, Pune. Maratbawada and Vidarbha 
a* its divisions, la IDMI. Gujarat was 
separated from the Bombay state and 
Manskawada and Vidashha which were para 
of to Hyderabad state and the central 
novincca respectively joined to form today's 

According to B R Ambcdkar. brahinanitm 
mm "the negation of the spirit of liberty, 
equality and fraternity.’ Further, he 
I rimra t rs: The effects of brahmanum were 
tot confuted only to social rights such as 
MerdHhngandiatenaarryKig It denied them 
itso the civic rights So omniscient is 
irthmanuie tot u even affects to field of 
sconotmc opportunities' [Keer 1971:303-04). 
ia expe ri en ce of Taty asa h eb Kore. lingayat. 

that, in 1932, he had collected a share- 
apM from to farmers for setting up a co- 
mratruc sugar factory but since the co- 
■erahvehnnk of Bomhny declined toextend 
to rapport for investment he had to give ep 
ns plan and had to refund the collected 
noney to to farmers, who had contributed 
> set up to factory. 

Since the anion gove rnmen t had no plan to 
lilete the holdings. Shared Pawar’s 
suggestion of acquiring to shales worth Rs 
MO crorc of to Rashtnya Chca ncaU and 
fartilisen did not materialise <THe Timet of 
fto My 6. 1993). 
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DISCUSSION 


Jawafaar Rozgar Yojana: An Assessment? 


JwChiliwIalMn 
V K Kuriea 


!i mBELAKANDAN’s article ‘Jawahar 
lowr Yojere: A» Am etstnent Through 
:<*fcurrc»*EvaJuaiiotr (£W, December 3. 

w4) isi« commendable attemptto examine 
o what extent the programme objectives 
jive been achieved, the deviations, if any 
root the 'guidelines; with an overall 
uses* merit of the workers by making use 
jf the data of the concurrent evaluation 
inducted in 1992. Here we are attempting 

1 ) to review Ncelakandan’s findings; and 

2 ) to assets qualitative aspects of the findings 
nd the acceptability of the concurrent 
valuation data hated on our empirical 
svidence and in depth field experience. (See 
os Chalhukulam and V K Kurien. 
'Participation of Rural Development and 
Delivery System: A Case Study of Jawahar 
tor gar Yojana in Kerala*. Centre for Rural 
►fanagemetrt. Kottayam (mimeo). 

Based on the objective of poverty 
illeviation, thegovernment oflndia launched 
he biggest wage employment programme 
he ‘Jawahar Rozgar Yojana* (JRY) in April 
1989 merging the two ongoing programme 
jf NREP/RLEGP. The main objectives of 
he programme are generaiionof employment 
or (he unemployed and underemployed men 
md women in rural areas living below 
xjverty line, creation of community assets 
md the over all improvement in quality of 
ife under the programme. Ail rural works 
which resulted in (be creation of durable 
nd productive community asset* con be 
aken up under JRY. The expenditure for 
he progr a mme is shared between the centre 
md the state in the ratio of80:20. The lunds 
we made available by the DRDA of each 
district from the centre and distributed to 
he village panchaysts on the basis of the 
►C/ST population. The village panchayais 
lave the power to plan and execute the 
works as per the guidelines of JRY. 

Since JRY is an employment-onemed 
programme, 60 per cent of (he total 
expenditure of the works to be spend on 
vaget and the rest can be utilised on non- 
wage component Contractors are prohibited 
n the execution of work and preference 
hould be provided to SC/ST and bonded 
•hour and women. The notified minmum 
wages are ensured and there should not be 
my gender discrimination in the wages. 

Though different types of community 
•ssets are crowed, the constru c tor of rural 
ink roads Wttbmd more ideation. About 45 
*r cent of dm expenditure was incurred for 
h purpose at the trettoual level, in some 
*we» the ptroantage is higher. For example, 


in UP it is 71.66 percent. Ncdakandan has 
pointed out that the main reason for this high 
percentage is the keen interest of the 
panchsyat members in improving transport 
and infrastructural facilities. However, he 
has not probed why the panchayat members 
are so keen on the creation of rural link 
roads? Wc have observed that there are a 
number of reasons: firstly, the response of 
the rural poor to a road work is (datively 
more and it evokes more people’s support 
and attention. This is iargdy exploited by 
the panchayat members. Secondly, there it 
greater opportunity for corruption and 
malpractices in road works. Thirdly, the 
contractor, or nominees are still operating 
as 'parasites' in the programme and their 
influence and support among the panchayat 
members is another reason for the high 
percentage of road works. And fourthly, (he 
rural poor has only very little knowledge 
about the technicalities of a road work and 
their interference in the work is also 
negligible. This aspect is largely exploited 
by the panchayat/coniractor. Last but not 
least, by keeping an eye on the coming 
election, the panchayat members in order to 
get popular support prefers road works 
irrespective of its quality and utility. 

At the national level the wage had a share 
of 53.46 per cent as against 60 percent. The 
ratio was satisfied only in Assam (83.09 per 
cent! and it is very ktw in Punjab (20.25). 
The main factor behind this may be because 
of the low minimum wage rate in some slates 
but in other states this comparison could not 
be reliable and more empirical evidence is 
required to substantiate this factor. 

The JRY does not allow contractors to 
execute the works. The study shows (hat at 
the national level the involvement of 
contractors is very low ai4.25 per cent. This 
figure is definitely an underestimation and 
contradictory to the field situation However, 
the study reveals that in Karnataka the 
involvement of contractors U around 20 per 
cent. The author has nothing to say about 
how the contractors emer g e d on the AY 
scenario in Karnataka where the panchayat 
structure was very strong during the survey 
period. The logic behind this is that the 
contractors atone have the tools, t r npi e os o m* 
and technically skilled persons and the 
expertise forvariousworks. The concurrent 
evaluation data shows that the Involvement 
of contra c tors was fbaaql to be lass than 
MUored av erage in Kerala. Contrary to thh. 
our study in Kerala shows that where the re 
is a high percentage of road construction 


work, there the involvement of correctors 
will also be hi#. 

Ncdakandan further po in ts out that the 
sarpanch, village level committee and 
panchayat secretary execute the work. 
Howevcr.obr inquiry finds that even though 
hi tome cases village-level beneficiary 
committees have been constituted, the 
invo lvem ent of the sarpaucb/prewdent and 
panchayat secretary is considerably low. la 
the Inrtiaf stages of the p ro gramme some of 
the presidents venture to execute the work 
sincerely but most have faced severe lea* 
and humiliationdtretoUreistdrisieasireainni 
of work by the technical p ereow d from 
btock/DRDA and finally drey are toady 
kept away from the execution of the JRY 
work. Further, since panchayais are not 
equipped technically and the ereifetechnlcai 
control still rests with (he btock/DRDA, foe 
panchayat prestdent/secretary do not dare to 
venture to take on JRY works. Also by the 
techniques of undcnneaauremeni of work 
and other administrative hsratsmewt the 
engineering personnel of the block/DRDA 
proved that JRY work can be excuted only 
by contractors and not by beneficiary 
committee, president, i n em b cn aa d m u o tay 
of the panchayat. Further, even if lire 
beneficiary committee convenor had boot 
taken (or any works, (he ul t i m at e exec ution 
was done by local contractors. Thus a p o war- 
fol lobby is acting in the system. This aapoct 
could be found only with the help of care 
studies and case histones of AY admini¬ 
stration in the panchayais, since (here are lot 
of limitations in the JRY sc h edule itself. 

Awareness-building among the rural 
people and participation of local people, 
non- govern menial organisations re d p ro pe r 
propaganda about the work by mmwllmg 
the involvement of technical staff of Mock 
and a strict following of roe mammi, esc. 
bring good resriks in kaegiagdrecaoMdan 
in checkAlie involvement of the vohmaary 
technical force asm the tame of land may 
experience in Karnataka may be roe rigk 
solution. 

The employ meat genenaod for SCfSTsad 
other weaker srttitwta hare lagdjr bant 
met. At the wuxoaal level SCfST cornea 
53.66 per corn md lamttsa only 3K2I per 
cent The study ro om s thattha pansexpahm 
of SC/STorlre A ii labourers'pertarmreor 


women it only 20.02 per cent which it tarn 
roan the stipobmd mMarem. ThtoUgroe 
b very taw hi tern developed roromtoeUP 
md Bihar red there baa valid mama for 
this low percentage of fomaie portfcfoedmi 
ia there states whore incidence Of pwvorey 
b high. The aadmr dare dot oddmm foe 
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«f woawn to very low because (a) as 

nwntiooad, • rood work requires large m i abram wage reto end tha lo cahpre v attiiy 
Members of aemi-sfciUed pereon, and (b) the wage rale and the strict instractiatsj ^sdre 
mad work is dsftairciy harder when compared guidelines leads to malpractices la tbe - 

Kt otbar works. This prevents women from progn 
r a gs g mg to road works. become fabricated and the way material feet h tha in Kerala there it aomaiNSMac 

Aaotber aspect which has partially ratio of the works also become unreliable, of assets because panchayat members m 

prevented die entry of women workers is the Another important finding to that mom only imewsted in creeth^ haw meets. The 

high involvement of the contractors in the than 50 per cent of the worken at the rational will get more people's support through ft 

work. In order to get more profit and speedy level express their unwillingness to accept construction of anew work Other res* th 

a dva n cement of work, these contractors foodgrains as a pert of wages. However, the reairemance of an old'work. The WOrifaf 

detiberasdy avoid women workers. Also, survey did not seek the reason for their are generally satisfied with the pcogran sh , 

sfatoe only few days of employment are unwillingness to have foodgrein as part of 97.12 per cent of tha workers opined th 

available under JRY annually, it is very wage. The probable reason ss pointed out the assets c r os sed was ueefeito fee poo, 

dUlletdl for women to contest with the men. by the author it the non-availability of people. However,only tl.32percsm opine 
The lower social mobility of women when foodgrains at work site and the distribution that the assets meet the felt needs of th 
compared to men is another aspect which of low quality foodg r ai n s. community. 

. brings down the percentage of women The muster roil is an important document The survey shows tha only 39 jm cm 

workers. Moreover, male-dominated for assessing the progress of the employment ofth ep anchayat bends a m train e d . Even tin, 
structures in village panchayats, blocks and generation and payment of wages, etc. At figure may be over-estimated, since there i 
DRDA fail to empower women and have the rational level &4.15 per oeni muster roils no proper Insti tutio na l support to train th. 
n egle c te d this aspect Rutter the awareness were found to have been maintained, panchayat presidents regarding tbit 
of the programme is definitely low. A study Suuewise analysis shows that muster rolls programme and even the JRY masreaf is not 
in Kenda shows that the majority of the JRY were not maintained in Tamil Nadu. In other found available in one-third of th. 
workers are not aware of the propamine, states like Kerala and some other north- panchayats. Also the author did not try to 
and its details. The net result of these factors eastern states the position was not good. find out why majority of the panchayu 
work agnirat women in getting employment The figures which rehuedtothe preparation presidents arc not trained property. One of 

under JRY. of muster roils and the data given for the the main reasons forthis is that die programme 

Payment of wages and maintenance of wage: material co mp onent in Nodakandan's is still under the control of the bureauenti 

■norarotU are other important issues which article are not at all reliable. Because since and nor with the elected repre se nt a tives of 

need critic alcrarninaion. The JRY stipulates there is the strict instruction for the provision the panchayats. Another reason is thu 
notified nuntmum wages in each state and of notified minimum wage rale, the bureaucratic attitude towards the prograrmw 
eqaaiity in wages for men and women. The contractorfnoounee who is in real charge of is not conducive to providing or dtockuin 
evatestion study shows the wages paid arc the cucutionofthe work and the custodian all the details in the progr am lhe. 
more than or equal to the mini mum wages of the muster rolls inflates the number of The JRY programme envisages the 

inaiBW stares The wages for women is much workers to make parity with the prescribed provision of emptoymknt to families Hvin 

lees and rat even equal to the minimum wage rate. Thus the wage:meteriai ratio aim- below poverty line. But 54.96 per cent of 
wags tree in some states like Karnataka, may be resi s te d accordingly. workers belonged to non-poor family. The 

Bvea in a aodatty dev el oped state like The survey revealed that on an average author suggests that since tha panchayats do 

Kerala this {Recrimination is apparent. In a JRY worker could get 3.81 mandays of net possess records with regard to families 

Kerala Rs 27.34 for women as against Rs empioymeradunng the last 30days preceding below poverty line, the below poverty list 
34.78 for mem, and the min i mum wage rate the dale of survey. Other members of the (8PL) survey list must be made available 
ip«nJyRs27. A suoiiar situation was found family get another 134 days of employment, to the panchayat and dear-cut guidelines 
in saaae other stain also. At the national Therefore, mail, the JRY provided an average should be provided to the panchayats u 
level 62.71 per cent workers opined tha the of 3. IS days of employ mem during the avoid these types of situations. 

JRY wage rate is not a c c e ptable to them, reference period at rational level. One of the major limitations of die Brock 

AJm.thepaymentofthe wages are irregular This does not mean a family will get at is that it is baaed on data which is ceRnvO 

in meat aatos. least this many days of employment every through s centrally-structured sch edul e and 

N o dakand a n does not find out why there month or throughout the year. A general a quamitativc assessment of the programme 

is a marker! difference in the notified feature we have seen is that when one nugor There is litde scope to h s co cpocma lots) 

■Unreal wage tree and the actual wage work (that may be road or any other work) variations and issues In da JRY adssnu- 

rase. his obvious tha the notified minimum ends in one area, there may not be any more stration. The schedule docs not provide 
wage rase and the p revai li ng wage rates are work for some years. .This wide gap in the enough scope for case studies or esse 
not identical inmost of the states. The latter employment has not been taken into historiesabowtpracbayatsbyusiagasocio- 
is higher, but the JRY manual restricts ihC consideration although the author hopes that anthropological parameters. Since tti 

w orker s with the notified minimum wage snore employment can be generated in the article is breed on the daa roflects d fn» 

otto. But the red sUation in the rural scenario coming yean through ahike in the allocation the panch ay at records and a wu ndto w hic * 

is dret die workers are not aware of the of funds to panchayats and through the are manipulated tat several respe cts the 

n oti g s d ntiniwnm wage rate. The wage introduction of the employment assurance conclusion made in the article itself i> 
dMasaatiatioabctwecamalc and frantic ms> scheme (CAS). qu esti o n able. Further, it tswat be w p portti 

be axpMnad in terms of the difference in The study revealed that after comptetien or rejected with other empirical al 
the nature of the work red tha division of the work the line department has not taken qualitative data bread works. Far titot otu 
between skilled and u ns k i lle d. The general up wortufor nu b m c n e ncc .lt pointed out tha may need a sarioua reference and bW»» 

. psychology ef foe contractors are abo nor 17.3 per cent of the assets are not metre ainud graphical support which is caregires^fabsest 

-l hi favour of provid mg eq ual wages. Purtfaer. by any agency. Even though LO per cent of in this paper. This any he due to gw lari 

\ dto rede do min an ce aid the une rgre ired tire fends are set span in 0* g ui d dlnw for ef tudt creplrirsf wcgks ., \ 
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Electronics under Liberalisation 

With economic liberalisation there has been a remarkable increase in the 
total'number of foreign collaborations in the electronics industry. Public 
sector units have been actively seeking collaborations. A study, based on 
enterprise-level data, of the direction of change in the technological 
capabilities of public sector units winch have imported technology. M-13 

Until 1991-92 there had been virtually no policy support for the software 
sector. Though the government has taken some positive steps since then, the 
general perception of the software industry continues to be that it wilt rapidly 
attain international mature without any policy support. An examination 
of the behaviour of software exports and some policy suggestions. M-19 

Beyond Colonial Crumbs 

The flawed representation of the Dravidian movement in the influential 
works of faction theorists of the Cambridge school is exposed by the 
fissures and slippages of their own texts. An alternative way. substantially 
based on the debates around Habermas’s concept of ‘public sphere*, 
facilitates the writing of the Dravidian movement's history from the vantage 
point of those who are disempowered through infenonsed identities. 385 
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Unfinished Task 

The Tax Reforms Committee 
had laid oui a two-pronged strategy 
lo improve ihe yield of income tax. 
widening the tax base combined 
with moderation of rates on the 
one hand and strengthening tax 
administration on the other. 

Several measures ha' e been 
taken to implement these 
recommendations, hut much 
still remains to he do ne._3* 

Monitoring Food Security 

A global inventory of food security 
and nutrition monitoring systems 
indicates that policy-makers ut 
developing countries-have found 
many of tte traditional indicators 
laborious sKtfemeritiyc to collect, 
difficult to analyse and interpret 
and of limited value for early 
warning and targeting. A n attempt 
to develop and tost alternative 
indicators with reference to the 




Export Myth / 

The myth oAhe iraeniijtiauai 
oompetiUvenessof me Indian 
hand-knotted $arpet industry 
nesu on, apart (ham tbewafl 
documented abua* of chiM | iabcRir, 
an arrangement shoe taw meaersai 
ooet t> dtp rea a ed by p re ven tin g 
the raw wool prodacer bom 


Technology Policy 

The new policy regime in regard to 
foreign investment and technology 
import is likely lo intensify the 
technological polarisation between 
the large and small vectors and impede 
‘the design and innovation 
capabilities of in-house R and P. M -2 

Culture and GlobaBratim 

In the absence of an adequate 
recognition of the cultural dunemrao. 
the agenda 01 the Wcrid Sumnhr for 
Social Develop me nt in Copenhagen- 
next month is incomplete anti 
ineffective as far ss the developing 
countries are concerned The National 
Report of India is no hater 374 

Meiuaria| Effidcacy 

Extant comparative evidence prams 
to nft sigotficam difference in the 
performance of private sector and 
state owned firm* What is the 
true pic tu re? __ M-25 

Fractured Polity 

The assembly ei<Ktkm m Bdva ha* laid 
hare (he state's fractured polity. Every 
party is tom, every organ i sation u 


ia dtos*wtorwdart«sa world am era 
moving towards ec^teres, ijawdm 
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Nripen CMknvorty 

THB piece of *CFl(M): Notecf Dissent’ In 
poor oaltauna (January 21) was singularly 
deceitful about the CPI(M) and iU senior 
leader Nripen Chak ra vorty. It contains a 
atnD{Q<falaefaoods to convey the ixnpnttioc 
that foe party la oat to persecute ter own polit- 
buro member. Your correspo nd en t faleely 
alk«estbatJyotiBaaufaad "publicly declared 
teat Chakravorty bad been l a th e d became of 
hit old age from the poStbwo of die party”. 
Actually Jyoti Basu had told the preat on 
DecemberJ6,1994that Nripen Chakra vorty 
was resting because of hk ill health. This is 
preaented by your corr esp ondent, echoing 
the congenitally anti-corn pu mi at preaa of 
Weat Bengal, to mean 'onater’ from the 
politburo and the central committee; 

It it well known that Nripen Chakravorty 
la not attending politboro and ceqpral 
committee meetings since mid-1993because 
of hit poor health. Thiau a matter of public 
record noted in the party's preaa briefings. 
Even in Tripura, be hae been staying in hit 
room in Agaitala and baa not been 
participating in the day-to-day activities of 
the party state committee for the peat year 
and a half. Despite this well known state of 
affaire, yonrconespoodontmakes a scries 
of insinuations which are frankly 
scurrilous. Your correspondent manufac¬ 
tures a fallacious story in which Nripen 
Chakravorty was shifted unnecessarily to 
u "in acc e ssi ble cardiac ward” in the 
hospital. After bis discharge he is supposed 
tohavcdefabcrately not a ttende d the meetag 
of the RB and CC held in Calcutta. 
Chakravorty is 91 yean old and baa 
netarological and cardiac p robl e m s. He 
requires periodical medical check-ups. He 
was in Calcutta for this and not to attend the 
party meetings. He eras discharged from the 
hospital on December 28. 1994. On the 
same day be fell in the b a t h room of the 
TripnraBbavan and suffered a bump oo his 
bead and had to beputan medication. Some 
of nr wont tnimhiin immodiaialy after this 
accident To attribute his physical inability 
to attend meetings as due to same political 
reason is both perverse aad displays lack of 
sensitivity about a leader who is respected 
teal! chute*. 

Bet your corr espon d ent is not satisfied 
with this concoction about Us Calcutta 
stay. He foes further to allege that back in 
Agjrtala, Nrip en Chakra vorty is "well 


to Tripura teawws of hk confined lifs dee 
to m health. Betag an old revoktioamy. 
despite hat frail hediuNripea Chakravorty 
writes regularly for ire party’s datiypepar 
aad sends hk written guggeatione and 
teontribetion* to foe party's lending bodice. 
Bnttodtetortthislosbowteathsk 'eonui* 


in Agtatdaa# Hr kCdomuktohe 

Your ccreeapoatotart seems to have bdesn 
to the practice of the hredrered aati-aoa- 
atmktcokunnte&te fosIsagaMpreeiwfao 

met rntirr riWfring Nrijian Chriuevctty 
for hk ‘ataliniat' and ‘aatharitarka' ways 
in leading ire Tripura party and who ana 
now all praise for hk iBoged dafianoa and 
attack on the party leadership and pataka. 
Neither oftbese stents will obscure tee tortfa 
of the matter. The CPI(M) bee the capacity 
to diacust aad debate di ffe ri ng views on 
every aspect of party policies and aotivitkt 
without having to retort to undamoc ra tte 
practices within the party. 

PkAKAta Rabat 

Member, Politburo. CP1(M), 

New Delhi 

Not Karunanidhi 

MY article 'Seduction, Speeches and 
Lullaby: Oendar and Culture! Identity ia a 
Tamil Film’ (February 11) hat a factual 
mistake. The film has two lullabies. Ons of 
them is written by Kaxunaaidhi. Tha one 1 
have quoted k not written fay Kmatnidhi 
m 1 have mentioned, bot by K P Kamakrhi 
Sundana, who was a self-educated poet 
and a theatre-actor. He wrote songs for 
Tamil films from 1949 onwards and has 
been associated as a poet aad aa an actor in 
films like NaUm There hi, Pm nu m k k t i, Or 
front, etc. Hk songs are simple and direct 
and often have references toTamillmgaage, 
social aquatics, chaste woman, poverty, 
etc. Like many film lyricists during this 
period, including Karuaanidfai. who used 
the lullaby fora to depict a certain set of 
values, K P Kamakak also wrote to tea 
lullaby farm. A later lyricist has to fact said 



f ten shocked to team nf <w ahdfctain 
Makohn 8Adhaahlah Qthteri >m t ap 
7 A Mcd»«tqk n tMnfy ai^luut too 
to write a letter to brin trite re gard to a 
rtnaaacb weak on Immreiraarreroi danjo 
amid in sente Ask whkh k enttentty 
progress, fantlbte wflkd otearwiae.1 dids 
know teat I wool* asvar be able to do to. 
have read Malcolm Adktahlah store j 
gfeidMt d i V L bot I eoott oghmoomI «' 
him only to 1989 whan we wrote a k> 
review of my honk which was a gn 
a w a n a iag amc nl for a n e w anfo rr an d Uu» 
came ckam to hkn. 1 often received farvri 


Maay others with are hare to Qrfordv' 
knew him vary deadly re* gloomy m 


share tea grief wrihhkfrenily and adaaira 
W« pay onr hmtteh homage to the pa 
scholar-atnre gkat an d a b ig h te ti te riu e 
himself. Hk geatkam. epaonasa re 
dew might good heartadnem need not' 
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windling Saving and Investment 

THATBVBR be one's Ideological persuasion, there can striking. improvements in domestic saving and 

be no gainsaying the importance of rising domestic investment. The ratio of gross domestic saving to GDP had 
ng and in vestment for a developing country with massive moved up, according to the RBI’s estimates, from 22.1 per 
nploymeot and underemployment, such as India. The cent in 1992-93 so 24.2 per cent in 1993-94 and the level of 
atriahsed countries which have attained the mass gross domestic investment was as Mgb as 24.4 per cent m 
sumption stage can make do with stagnant domestic 1993-94 against 24.3 per cent in 1992-93. The latest dam 
ng ratios and niggardly rise in domestic investment rates from the CSO have now reduced this buoyant scenario to a 
ong periods (with cyclical upswings and downswings), shambles. According to the CSO. the domestic savhmfatio 
tinuiag increases' in consumption augment the size of in 1993-94 remained stagnant at 20 per cent and £e «a- 
domes ti c markets, while continuous improvement in vestment ratio fell from 22 per cent in 1992-93 to 20.4 per 
oology improv es capital efficiency and help* to make do cent in 1993-94. 

relatively less investment. They can also withstand the The CSO’seslimates of saving and mvesunentarc obviously 

mdflow of foreign capital. As the experience of east and more plausible. When the RBI published its Annual Report 
-east Asian countries has shown, the developing about six months ago, it could not have got all the dam 
ntries, particularly when they embark on rapid requited for making estimates for 1993-94. A comparison of 
utriaKsatioa and accelerating economic growth, require the two sets of data reveals interesting differences. The RBI 
y growing rates of domestic saving and capital formation, had placed the gross saving of the private corporate sector at 
1 from qualitative improvement in investment 3.3percentofGDPineachoftheyeanl992-93aEd 1993-94, 
applied by technological upgradation, Almost all the whereas (be CSO suggests that these would jump from 3 per 
y-industrialiaing countries attained incremental saving cent in 1992-93 to 4 per cent in 1993-94. which is coro- 
HP ratios of more than ooe-lhird in their early phases of bonued by the improved corporate performance indicated by 
:lopmeaL This reflected two key characteristics; first, the RBI’s own data. Even so, the CSO’s estimates show 
sndence on foreign capital was to that extern minimised; reduced overall gross saving rates because its rstmirs of 
second, the process of industrialisation was not based on both the household sector and public sector saving are lower 
tnoertsm. For capital-scarce societies, these are almost dun those of the RBI. For me household sector, the RBI bad 
te sine qua non of development. estimated a dramatic rise from 16.7 per cent of GDP in 

taiast this background, the performance of domestic 1992-93 to 19.6 per cent in 1993-94, wtaereas die CSO data 
ng and capital formation in India in recent years should not only place the correspo n d in g figures at tfccmonc moderate 
ouahto e d as di sa ppoi a ttag. if not alarming. The Centra! levels of 15.5 percent and 13.9per cent respectively, bat also 
istkal Organisation (CSO) has just released its quick show that they were almost stagnant as between dm two 
nates of national accounts for 1993-94 and advance years. Amongst die components of household sector saving, 
nates at real income growth in 1994-93, which suggest that in the form of financial assets (for which the RBI Is the 
even as the overall growth rate has picked up d o mest ic primary source and which has shown a ronarfcsMe rise front 
ng and investment rates have shown a declining trend. 7.8 per cent to 10.3 per cent as per the CSO and 7.4 per coat 
*e we take a closer look at these trends, it is necessary to to 10.1 per ceot as per the RBI) exhibits hanfly any diacre- 
certain serious data problems. Last year when the CSO pnacy. It is in household saving ia physical assets, for wh ich 
larty released the quick estimates for 1992-93, the size of the CSO is the main source and which is c minu e nd as a 
* domestic saving was pU^ed at Rs 1,37.186 acre, residual, that there is a large difference between tac RBI nod 
valent to 22.3 per cent of gross domestic product (GDP), the CSO. The CSO bus indicated a slump in household 
figure has now been revised downwards ntber drastically investment from 7.7 per cent of GDP in 1992-93 to Sj6 per 
; 1,40^33 acre-a reduction of over Rs 16,500orare- cent in 1993-94, probably the enwatativt effect of the 
the snvMg-GDP redo getting reduced to 20 per cent As stracoiraladtmun rm s nd tsaWhsn ttcnpro grro imii , inchnt- 
nRtflNmimtgvM Inflow friwhbroadof 2pc|roMft4n tag beaks’ rel ucau ce to finance tavestt ne nt projects ia 
**d*j«ar.*era»ofgroMdot£«*#.- rpiwtfrn wtare urir ta f i gad ia aus< stair tadusary. Wfafe bnaatanM 
dn> git sailed fhro 24.3 pw cent to 22 per cent Tbero ironeauunt ia c onm n s itio a seesnined ai Rs R9«2 snare ta 
■qee H k p m i u ui duta problem ta the quick rnta im r i ftr 1992-R3 mi Rs 8321 gore ia 1993-94. % mm* m 

-94.1Skier dm Reserve Bank had pu bli s hed . la Rtv knetameat ta aterbtanry end cqpaipaMHt that s h o wed • 
adRaptatfia 1993-94, tentative eettaWM which had ri» dfl c tn « d> rl ln c6um Rs3J64qqreioRsl47»c»qre.TW 




difference between the RBI and the CSO 
has been the widest in the estimate of public 
set. : >r saving,The RBI had placed the gross 
saving ratio of the publk*scctor at 2.1 per 
cent in 1992-93 and 1.3 percent in 1993-94. 
Now the details provided by the CSO. based 
on more recent data, plausibly suggest much 
lower saving rates of 1.5 per cent in 1992- 
93 and just 0.2 percent in 1993-94. This was 
essentially because dissaving by the 
government administration had galloped 
from Rs 13.608 cron: in 1992-93 to 
Rs 29,631 cTore in 1993-94, a year in which 
the central government's revenue deficit 
had soared from Rs 18.574 crore to 
Rs 34.058 crore 

Overall, if the CSO is to be believed, the 
period since the inception of the economic 
r< ' orms has seen a steady and persistent fall 
<n domestic saving and investment. The rate 
of domestic saving fell from 23.9 percent in 
1990-91 to 23.1 per cent in 1991-92.20 per 
cent in 1992-93 and 20.2 per cent in 1993- 
94. The investment ratio, fell much more 
sharply, from 27.4 per cent to 24.2 per cent. 

22 per cent and (hen to 20.4 per cent. 
Indications are that there may be only a 
marginal improvement in domestic saving 
in 1994-95. Toanextent household financial 
saving appears to have been eroded by 
highcrcommodityprices, particularly those 
of basic consumption goods. If the rate of 
investment has to be raised to about 27 to28 
percent, as it was in 1990-91, the implication 
of a moderate rise in the saving rate to 22 to 

23 per cent is that the current account deficit 
would have to be of the order of 5 per cent 
of GDP. which would be clearly un¬ 
sustainable. The relatively low domestic- 
saving rate is already a serious constraint on 
stepping up investment. Government 
policies which have tended to stimulate 
conspicuous consumption among the rich 
and middle classes, including by permitting 
unport of gold and silver, have made it 
certain that domestic saving will remain 
moderate and that the attempt to push up 
domestic investment will imply, a larger 
current account deficit and a possible 
repetition of the structural crisis faced by 
the economy at the turn of the decade. 

CONGRESS 

Servile Culture 

THAT Sonia Gandhi will eventually restore 
the balance between the two warring 
Ccmgrcssff) camps by gracing the prime 
minister's iftar party with her august 
presence after her attendance at Arjun 
Singh’s earlier was a foregone conclusion. 
It is also hardly surprising in view of the 
servile culture of this party that all the 
bigwigs, otherwise accustomed to throwing 
their ('heavy') weight about, will display 
utter humility in kotowing before the lady. 
What, however, is nevertheless revolting is 
the grotesque exhibition of the semi-feudal 
mores of Jbe hand by the provision of the 
two huge (hronetike seats set apart for her 
and. even more strikingly, for the host, 
while al I the others were assigned to ordinary 
chair*. Among them was included vice- 


president S N. rayasan, the second highest. 
dignitary of the state. 

This slighting of the vice-president may 
be an outcome of a mindless conformity 
with the present-day New Delhi culture or it 
may as well be a deliberate rebuff to him for 
his standing apart from this culture in a 
particularly demonstrative manner. During 
the felicitation of Nelson Mandela in the 
central hall of parliament when he came to 
New Delhi as the chief guest at the Republic 
Day parade, the highest dignitaries of the 
statu, the president Shankar Dayal Sharma 
and prime minister P V Narasimha Rao 
began their formal speeches by addressing 
among others. Madam Simla Gandhi by 
name. Even Nelson Mandela whether on his 
own or on the hints horn the protocol, did 
follow suit It was only the vice-president 
who addressed only the stale dignitaries and 
the honoured guest by name.* 

By standing apart from the servile crowd 
Narayanan in the event had underlined.the 
ab ject self-debasement i>f our top men before . 
a lady undistinguished in every manner 
except for the accident of her marriage. As 
this ceremony was telecast live totbccuuntiy 
(and beyond), it was in effect a public humi¬ 
liation for the distinguished personages. 
The slighting of the vice-president at the 
prime minister's party may. therefore, very 
well he a deliberate enactment. If so. the 
actors have only further demeaned 
themselves. 

MEXICAN AID PACKAGE 

Protection for Creditors 

WHETHER or not other developing coun¬ 
tries including India, where the authorities 
are at painR to emphasise how differently 
they are placed, have any lesson to draw 
from Mexico’s financial crisis, we cannot 
but take note of the magnitude, manner and 
speed which characterise the rescue package 
that has been put together by the US govern¬ 
ment. the (ME. the Bank of International 
Settlements (BIS) and perhaps a few central 
* banks. Originally. USprcsident Bill Clinton 
undertook to provide Mexico loan guarantees 
to the tune of S 40 billion and IMF was to 
extend assistance of S 7.8 billion. Subse¬ 
quently, taking note of the opposition within 
the US Congress and also in the public 
opinion polls. Bill Clinton decided to slash 
the US ban guarantee commitment to $ 20 
billion and pressurised the IMF to raise its 
commitment to S17.8 billion and the BIS to 
fork out S10 billion. And this rearrangement 
of the sources of financial help to Mexico, 
without reneging on the extent of the total 
amount originally promised, was possible 
to cobble together within dayagif not bow*. 

It is interesting to note also in this context 
that in the 0-7 meeting held at Toronto imme¬ 
diately after the announcement of the rearran¬ 
gement, not only were the initial differences 
which surfaced al the IMFs board meeting 
papered over but alao the IMF was urged to 
intensify its surveillance of the economies 
of the developing countries and monitor 
them regularly "to avoid a repeat of the 
Mexico-type financial crisis 4 . The US 


treaaurysecreUuy, JfcibartRubin,1*f»pOf 
u» have reaff&med in this vety*poii»iiti e 
"0-7 is determined to reform to* IMF > 
other international financial ktstitutio 
and went cm to observe that “our oblkct 
priority over the next few months is 
ensure that the missions and capabilities 
these institutions sre ss modern as : 
markets and the world we live m". 

While one cannot, and should not. gru ‘ 
Mexico the external financial assistance 
can gamer for itself, partkulariy wh* 
secures through bilateral channels, it Ot 
matter to tbctxhcrcountries howmuhilaii 
institutions like the IMF and BIS n» 
requests from different quarters. It cun 
go unnoticed that the I Mr credit of S I, 
billion to Mexico will he the highest t 
extended to a member country in ebs*>) 
terms: as a multiple of Mexico's quota w 
the institution, it is withou^ precede 
Furthermore, the IMF's commitment tu 
away with its usual procedure of mukj 
quarterly releases as the agreed xtahilkdi: 
programme is implemented and release 5; 
billion immediately is without parallel 1 
commitment of BIS. a club of the ccw. 
hanks of the developed countries, to fork c 
$ 10 billion and that loo to assist a vin 


non-member country - all develop/ 
cnuntiy central hanks share this poMii 
with Mexico - is in itself an intercut* 
development which lends some credentr‘ 
the suspicion that the whole Mexican - 
package has been pul together more tub 
out the creditors of Mexico rather ib 
Mexico itself. Indeed, that sort of percept! 
was the principal factor unJcrlyi 
opposition in the US Congress and ani. 
(he US public to the akl package fur Mcu 
originally laid out by Bill Clinton. 

Be that ax it may. it is extremely impoti 
for the developing member countries »t ■ 
IMF to be watchful about the sort »l - 


called improvements that may come in 
proposed in the working and operation* 
the institution and in its capabilities to w 
with situations like the one faced by Mar 
It is pertinent to recull in this context d 
several past attempts al improving t 
capabilities of the IMF have foundered 
the nick of opposition from the develop 
member countries. Take the question 
issue of SDKs. In spite of the fret ll 
internal tonal liquidity at the multilsta 
level has virtually stagnated over the pari 
years or so. nil attempt* at Ms augmenuua 
have come to nought because of the <t 
opposition of the G-7 countries. T» 
countries preferred international liquid 
to he sourced from private, virtual 
unregulated source*. 

Not that the SDR scheme is parboils 
affective in tenns of addition to internit 01 
liquidity in view a {the fact that almo** | 
per cent of any SDR allocation gel* virtu* 
stoihaad into the ledger folios of the iMr 


Because of acute shortage of 
newsprint, the bane* of February I* 
and 25 have had to b# combined. 
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rnur of*** develop*! member etwmri**. 
H *vws « asfceme like thin- had become 
«uiefAMk)(>Kdevek^cowiiT^t'n(x 
: y reilbod that theirown requirement* of 
l uKcofpaymrote support were reasonably 
ruin to be me! bum ouuide the IMF 
nework. 

When 0-7 counirie* now upeak 
llectivchr of improving the capabilities 
the IMF eml other international finan- 
it institution*. one htt* to ask (a) what 
rt of improvement* in capabilities do 
:y have in mind? (h) how would these 
proved capabiiitie* he operationalised? 
J (clean the member countries in need 
payment* support hope to secure 
isoiiablc commitments in line with their 
iccttvc financial position without 
Ltssarily having to canvass political 
pport? 

True, developing member countries .if 
■ IMF do not anyway carry much weight 
iIr- institution' * decision-making, given 
. excessive weightage enjoyed by the 
vcI. iped memberc«•untrie* on the strvnglh 
llicir alTIuence Bui if the developing 
•nihet countries arc not sufficiently 
tchful ami. at the same lime, fully united 
irI icul uting the sort of multi lateral fi n at i j| 
ip m they would like to he assured of. the 
inces are that the changes which may he 
ccted in the operalnmsof the IMF may he 
h as may not he truly m their interest 
ler all. the principal oh|cclivc of the 
.'eloped member countries would be l. 
iteettheirown interest*. To a large extent, 
s is precisely what the Mexican aid 
k.igc seeks to do. 

imcs 

■otecting the Rulers 

orresporuUiU writes: 

F. extension of tbc Special Flotcelion 
<up (SPG) Act by an amendment bdl 
seed by the Rajya Sabha recently ha' 
ious socio-political and financial 
M nation* which the ciders in the upper 
«e seem to have ignored by approving of 
y voice vote without a diseussKwi. 

*ir*t. by allowing the continuation of a 
•eial paramilitary force for the protection 
prime minister* and their families (as 
ivided for by the amended bill) the 
■eminent ia actually rclcgitimising 
oogh a legal measure an old practice <>f 
ing out privileges for certain VIPs and 
•r families. It hark* hack to the system of 
vy purse* for the former ruler* of the 
Rely state* which were abolished only in 
If But. the present net of privileges for 
modern rajent of India, asprovided fur in 
SPO (Amendment) BUI. is more 
deiumme for the Indian (a*-payer than 
eartier privy purxea. The 5hfl-odd princes 
:> w we nominal ruler* under Britixb 
degeruceivwUirivy purees totalling R* 58 
Ikm a* a quid pro q*ao for integration of 
It **•*•» wkb Dm real of India. Thi* 
mmi gradually came down to R* 4* 
“on % 1970 be c a use die parses were 
<K«d whh each wcceukw. 


The SPO Apt provide* for the supply of 
specially trained armed bodyguard*, not 
only for anyone who had ever occupied the 
'kur*i‘ of the prime minister of India, hut 
also for his or her ex is ting and futnrepregeny 
- for the next five year* at least. Thi* will 
cost the exchequer R* 340 million every 
year, according to union home minister S B 
Chayati. who introduced the amendment 
bill in the Rajya Sabha. The new bill was 
brought in because tbc five-year period 
pnivided for in the earlier SW3 Act had 
ended last year, as a result of which cx- 
prime ministers and their families would not 
have been eligible for special protection any 
longer. But the real reason for this extension 
of the period is something el*c Chavan let 
the cal out of the hag - unwittingly perhaps, 
as is his wont - when he told the Rajya Sabha 
that Soma Gandhi and her children were still 
vulnerable to terrorist attacks, and hence the 
need for the SPG (Amendment) Bill 

Thus, it i' once again that old Congress 
habit ol cringing before the Nchru-lnilira 
G.imlht dynasty that dictate* the centre's 
legislative measures. In feel, the entire 
history' of the SPG stinks of sheer selfish 
motives of the dynasty and its sycophants. 
When it was enacted during the Rajiv Gandhi 
regime, its provisions were confined only to 
the security' needs <>l the prime minister - 
the t ear being that lie. like his mother, could 
lie assassinated while holding office. 
Opposition demands at that umc that it 
should apply also to ex prime ministers w ho 
were stili alive and their families were 
brushed usi.le by an arrogant ruling C.mgress 
dominated by those who are today known as 
the Kajiv-hiyahsts in the party 

But. ironically. Rapt Gandhi was hoisted 
by his own pet.i'd Once ousted from the 
office ol prime mmistci. the SPG was 
wiilnlraw n in accordance with the provisions 
.it tile act which he himself had helped to 
draft The Raps loyalists in the C.mgress 
today are kicking up a shindy complaining 
ahoullackol SPG protection tor their leader 
when he was assassinated, completely 
oblivious of tlw fact that they themselves 
had carl ter re it cUxl the opposition suggestion 
for such protection for ex-prime ministers 

A year after the lapse of the (irovi.si.m of 
five years of the SPG Act. now suddenly a 
desperate Nara.simha Ran has thought it 
wise to introduce an amendment and pass 
(he bill, presumably to assure RapvGandhi’s 
widow that he is no less concerned about the 
safely of her and her children than bis arch 
rival Arjun Singh 

But m all this sordid game of the Congress 
politicians, it is the common people who 
have to hear the cost Indira Gandhi created 
a mess in Plmjab and paid for it with her tile, 
leading to a proliferation of security 
arrangements and paramilitary fores* to 
prevent *ueh killings in the future Her son 
made a me** of &c Sri I -anktn problem, and 
fell victim In the Tamil mdttaqu, a* a result 
of which there was a further escalation in 
security meaxurea How king must out pwplc 
hear tho iomjrwrehfe hazard* poaad by the 
security wrancaewnt* for there VIP* - 
rang ing from taBkig of huioce n tpcdeaoiaas 
fay theu trigger h appy bodyguard* to daily 


obetruetkut of public roads by their security 
flanked vehicles? 


CHECHNYA 

Long Struggle 

WITH the talks on ending the conflict 
between Russia and Chechnya now on. the 
war ha* moved tnUi it* second, quieter phase 
The fir*I phase, marked tiy intense fighting, 
has not led to a clear outcome: the Russian 
forces have captured Grozny, the Chechen 
capital, but are far from establishing an 
unassailable ascendancy over tbc rebels, the 
rebel militia, on the other hand, has taken a 
beating in these initial month* of the war but 
has revealed a capacity for struggle, both spin - 
tool and military, which can sustain a for many 
more months, and may be years, to conic 
It is idle to speculate at this stage whether 
the talks would lead to a rust peace in the 
embattled province and. if so, for how long. 
There are indications, nevertheless, that they 
may just be a ruse on the part of tbc Russian 
government to gam lime ms. silv to redeploy 
it* forests in order to be able to meet the new 
situation on the ground but also to reassess 
thi* situation for pohucal purposes. This in 
any case is what the reports about the 
preparation' for the installation of an 
alternative government in Grozny suggest. 
This government, plans for which have beam 
worked out rointly by' the Russian officials 
and the Chechen opponents of Dzhokhai 
Dudayev, the president of Chechnya, 
propose* to rebuild the dcv*s,.itcd region 
and hold elections by the end ot the year a* 
Ruslan Madiycv. the foreign nnniMci in 
the new go-Acnmcnt said 

What is n.H clear is the status of this new 
- yet to be installed - government, and the 
slat us ot the republic of Chechnya under thre 
government Will it continue to regard itself 
a* an independent stale as it ha* so far skate 
after Dudayev bad declared it to be Or 
will it just he an aut.momnu* region urnki 
the suzerainty of Russia'* Statements of the 
proposed government's leader*ontycotitaic 
these matters. For instance. Madiycv, the'* 
foreign minister, also said that he will seek 
aid from western and Islamic nations m 
R ussia alone may M he able to bear the cost 
of rebuilding Chechnya In what capacity 
will Russia hear this cost, if at all? The new 
government' ha* aK> attempted to play 
down its connection with Moscow and has 
condemned in strong terms the Russian air 
attacks on civilians. On the other hand, as 
pcr/amdiChakayov.thencw govenwncat* 
'administration chief. “Chechen* are 
perhaps too proud and mdcjwndetHc minded 
for their own good" In >*ber weeds, du* 
government, if it come* Vo be. will tike to 
tone down this spirit c4 tadepcackaux. 

It it likely that with this attitude the new 
government w# not aaxunptuh a great dead, 
if it manages tostxympUc*. The staying m 
place would he a real problem, with Dudayev 
*hfl aiotmd and with the mqeefly <4 the 
Cbechoew behind ham. No wowfce the rath- 
lary adviser* of Bari* VeJutu want to see 
Dudmvdead,Talkssuno talk*. theCW.beat 
Aug^Xsecms. wilt continue far some amt 


«a*h*U-.l WonUu . . FafaBaarv lA-^Ll^ 
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CURRENT STATISTICS 


Una elements wMdt (toad oat ia die earnest economic scenario an ptrirteat acceleration of inflation tale, massive 
<rf «d>eduicd rn>TiMcci «l bank* and arttatpfaHin equity paics*.B<|«ity price# have already to* abon on* f ou rt h of fcsir jtni fc mi lai if lA 
1994 nd the price-earring ratio for the Seam ha* fallen ton amukipte of about 46 to seer 30. The expansion of Re 29475 erne <19.4 per certain 
son-food advance* *o for la thin financial ye* ixthn highest ew a 15 yem*. Reserve money km expanded rixeahty ia 6» pert Wtt a* * trig* ti » 
Hidden spurt ia RBI end* to the centre. The current fiscal year now appear* lo be heading fora Inflation Me of not leal Hum 12 pet Cftf. 

Macroeconomic Indicators 


Nambaraaf WMwk 

(1981-82*100) 


All Commoditiea 
Primary Article* 

Pood Article* 

Noa-Pood Article* 

Fuel, Power, Light ud Lubricant* 
Manufactured Product* 

Food Products 
Hood Index (computed) 

AH Cammoditie* (Avenge Bui*) 
(April-February 4,1995) 


Ceotaf Living Indlcee 


Weight* 


Hical Year So At 1993-94 1992-93 1991-92 1 




Month 

Latest 

Rneviotu 

1994-95 1993-94 




ETCT9 

283.1 

14 

114 

94 

9.6 

9.1 



TT1 

323 

2944 

12 

154 

8.7 

13.7 

9.9 

114 

3.0 

15.3 

17.4 

3214 

07 

13.7 

3.7 

14.7 

54 

44 

5-4. 

209 

lOl 

318.9 

22 

212 

164 

134 

17.3 

249 

-14 

«.( 

107 

2814 

04 

14 

152 

12 

124 

13.1 

152 

132 

57:0 

2774 

1.9 

11.1 

8.9 

94 

74 

9.9 

7.9 

124 

10.1 

275.6 

2.4 

11.3 

122 

9.3 

10.3 

12.3 

64 

102 

274 

304.7 

1.3 

12.9 

64 

12.9 

7.0 

7.0 

54 

17.1 

100.0 

272.4 

_ 

10.6 

7.9 

106 

8.0 

8.3 

10.1 

13.7 


Month Over Over 12 Moth* Fbcnl Yea r So Fat 
Month Late* Previous 1994-95 1993-94 


1993-94 1992-93 1991-92 1990-91 


Industrial Worker* (1982=100) 

Ml 71 

0.3 

94 

Urban Non-Man Eng> (1984-85=100) 

240 ,# 

04 

10.1 

Agri Lab (July 60 to June 61=100) 

1297 11 

0.9 

112 



9.9 

6.1 

13.9 

134 

* 

64 

13.6 

134 

11.6 

0.7 

21.9 

16.6 


Meacjr and Bankrig (R* ctore) 


Moaoy Supply (MJ 
Cutrency with Public 
Oeporit* with Bank* 

Net Bank Credit to Govt Sector 
Bask Credit to Conan! Sector 
Net Foreiga Exchange Assets 
Reserve Money (Jan 27, 1995) 

Net RBI Crodil to Cette 
Scheduled C omm e r c i al Bank* (Feb 3, 
Deporiti 
Advance* 

Non-Food Advance* 

Investment* 


Fiscal Year So Far 
1994-95 1993-94 


49*382 

97599 

397597 

2154*9 

269420 

70653 

166141 

95213 

1995) 

362392 

19590* 

1*2390 

149534 


35*7 (0.7) 
2774 a*) 
1211 (0.3) 
-305 (-0.1) 
732* (2.7) 
550 (DA) 
5297(3.2) 
49*6 (5.2) 


64816 (14.9) 
15401 (18.7) 
4*757 (14.0) 
11703(5.7) 
32212(13.6) 
16926 (31.5) 
27519(19.9) 
-1570 (-1.6) 


3778(1.0) 41577(15.5) 
5*32 (3.0) 322*6 (19,7) 
5996 (3.3) 29675 (19.4) 
1066(0.7) 17141 (12.9) 


53565 (14.6) 
11215(16.4) 
419*7 (14.1) 
28311 (16.1) 
13805 (6.3) 
12490(50.1) 
19692(17.*) 
*434 (8.7) 

403*2(15.0) 
10016 (6.6) 
5864 (4.0) 
24199 (22.9) 


1993-94 


66741 (18.2) 
13925 (20.4) 
51601 (17.4) 
27548(15.6) 
1706* (7.8) 
28775(15.3) 
27*43 (25.1) 
263 (0.3) 

46560(17.3) 
12436 (8.2) 
*272(5.7) 
26*67 (25.4) 


1992-93 


49344 (15.5) 
7175(11.7) 
41741 (16.3) 
17975 (11.4) 
32141 (17.1) 
3726 (17.6) 
11274(11.3) 
4257 (4.6) 

37*14 (16.4) 
26390(21.0) 
24317 (20.1) 
15460(17.1) 


1991-92 


51653 (19.4) 
8050 (15.2) 
43392 (20.5) 
1*070(12.9) 
16225 (9.4) 
10645 (1006) 
11726(12.4) 
5904(6.7) 

3*216(19.*) 
9291 (8.0) 
9127 (8.2) 
15131 (202) 


Prodnctian (19*0-81=100) 


General ladex 
Mining and Quarrying 
Man u facturing 
Electricity 


Weight* 


1993-94 1993-94 1992-93 1991-92 1990-91 1989-90 1988-89 19874* 


100.0 

238.1 

232.8 (8.0) 

215.6(38) 

3.0 

2.3 

04 

8.4 

8.6 

8.7 

7.3 

114 

2454 

2194 (62) 

2064 (3.0) 

2-5 

04 

0.9 

44 

6.3 

7.9 

34 

77.1 

225.0 

224.4 (8.3) 

207.2 (3.1) 

2.2 

2.1 

3.0 

9.1 

8.6 

8.7 

74 

11.4 

318.3 

3032 (7.7) 

281.5 (74) 

7.3 

5.1 

8.5 

74 

104 

94 

7.7 



1994-95 


Export*: R* cron 7490 57503 (16.9) 

US Ira 2387 18328(16.9) 

Import*: Ri crane 8587 63814 (23.9) 

USJma 2736 20339(23.9) 

Non-PCX. US $ tan 2230 16138(33.1) 

Balance of Trade: Ri cron -1095 -6308 

USSmn -349 -2011 


Feb 10 Feb 11, Ms 31, 

Forrign Kwheage Rat arm 1995 1994 1994 

(excluding gold) 


1993-94 


49182(314) 
15681 (200) 
514T7 (8.4) 
16413 (-1.3) 
12121 (-1.4) 
-2295 
-732 


69547(29.5) 
22133 (19.6) 
72106 (14.9) 
23212(6.1) 
17456(106) 
-3259 
-1039 


53688 (21.9) 44042(35.3) 
18537(3.8) 17866 (-1.5) 
63375(324) 47851 (10 
21882(12.7) 19411 H 
15782(12.3) 14047 ( 


52553 074 ) 
18143(9.1) 


1993-94 1992-93 


R* Crete 


Fill 


61855.0 360924 476264 
197114 114594 151764 


9654 257624 
2234 82524 


1994-95 1993-94 


142294 138974 
45354 30074 












Money and 




n-r’tr ? 




MM DM33.94- Oat94- MjrM* Apr94* Jm 94- Oct93- M93- Apr93- 1993-94 1992-93 1*91-92 
5*20,1995 1*30,95 Dec 94 Sep 94 hm 94. Mk94 Dm 93 Sap 93 la 93 



498382 

3587 

19232 

19371 

22619 

21307 

16735 

10794 

17903 

66741 

49344 

S16S3 



CEH7) 

(40) 

(41) 

(SD 

(51) 

(4D 

OD 

(4D 

0«D 

05D 

09D 

Caa>— y «Mi fcapdUfe 

97591 

2746. 

9198 

-5062 

8491 

3939 

6693 

-2831 

6124 

13925 

7175 

8050 



(2.9) 

(10.7) 

(-54) 

00.3) 

(50) 

(94) 

(-3D 

* <9D 

C»4) 

01-7) 

OSD 

Dapaak wMibaaki 

397597 

1211 

9913 

25129 

12504 

16466 

10221 

14970 

9944 

51601 

41741 

43392 


(0.3) 

(24) 

(70) 

- (34) 

(30) 

OD 

(4.9) 

(35) 

07D 

065) 

(20D 

Nat b—k credit to 

215489 

-305 

6540 

-7802 

13270 

6293 

4859 

2302 

14094 

27548 

17975 

18070 

gOVetUtoM 


(-0.1) 


(-34) 

(65) 

(3D 

(2D 

OD 

OD 

03D 

014) 

02.9) 

BaMcaadk to«aaaarcial 

269420 

7328 

9733 

-448 

7920 

4738 

2741 

1669 

17068 

32141 

16225 

aaafor 


0-«) 

OD 

(4.1) 

(-01) 

(3D 

(2.1) 

OD 

(OD 

OD 

07.1) 

<9D 

NatkmifaaWhM^aaaaai 

k 7653 

. 550 

780 

8739 

6857 

19002 

5840 

3281 

652 

28775 

3747 

10624 

cf tfca baakfcg aactor 


(0.8) 

od 

044) 

024) 

(54.7) 

(20D 

024) 

(2D 

(115.3) 

07.7) 

0004) 

BaaareaMcayOM) 

158348 

5297 

9862 

-3124 

1966 

11825 

7532 

5924 

2562 

27843 

11274 

11726 


(34) 

(44) 

(-2.1) 

(65) 

(9D 

(6.3) 

(3D 

* (25) 

05.1) 

OID 

03D 

Baahaa dapoak wifcBBl 

54322 

3040 

-1558 

4764 

-1330 

6701 

910 

10494 

-5494 

12611 

3258 

3059 



(54) 

(-19) 

(94) 

(-24) 

OSD 

(2,1) 

(32.1) 

(-14.4) 

(33.1) 

(9.3) 

<9D 

N* RBI cradk to 

95317 

4842 

2|54 

-9902 

-669 

-5866 

. 776 

-1362 

7303 

851 

4433 

5168 

jmraraawat 


(S3) 

0-2) 

(-10.0) 

(-0.7) 

(-54) 

(0.7) 

(-15) 

(74) 

(0.9) 

(4.7) 

(3D 

Nat BBI cradk to eaaara 

94897 

4987 

2808 

-9049 

1707 

-7977 

354 

-1317 

9200 

260 

4257 

5308 



(54) 

(31) 

(-9D 

(14) 

(-7-6) 

(0.3) 

C-1D 

<9D 

(OD 

OD 

(SD 

RBI aradk tonnar—trial 

15229 

806 

-182 

-16 

38 

131 

28 

-113 

179 

225 

-1040 

918 

urtrw 

RBloadktobaakj 


(iM) 

(-24) 

<PD 

(04) 

(2.1) 

(04) 

(-ID 

OD 

OD 

(-145) 

(HD 

8657 

1152 

2179 

-255 

640 

209 

-597 

1668 

-5614 

-4334 

4783 

-4905 

iadNABAKD 


(9.9) 

(36.7) 

(-4.1) 

015) 

(3.9) 

(-1M) 

(39.1) 

(-56.8) 

(-43.8) 

(93.7) 

(-49.0) 

Nat forex aaaact ot RBI 

68918 

695 

1350 

8739 

6857 

18432 

6410 

3281 

652 

28775 

3809 

10855 



od 

(2.0) 

054) 

(13.31 

(55.9) 

(24.1) 

04.1) 

0-9) 

(127.1) 

(202) 

(1)0.0) 

Net aoa-atoaet try 
MabAMeacf RBI 

23204 

1046 

-1624 

-216 

-2048 

1077 

-867 

-2419 

-3 

-2212 

831 

393 

* 

OD 

(-64) 

(-0.9) 

(-79) 

(4.3) 

(-34) 

(-84) 

<*g) 

(-7D 

OD 

OD 


BM-Mal 

C toraa e yMapeeke 24.5 23.9 22.2 23.1 23.6 

OgaMqfAl, 194 195 ltjO 19.9 I9 j0 

DtpetHiM, 79.1 M.l 11.3 79.2 »0.5 

Mo—y —MpHir BM/M, , 31.3 312 304 324 32.0 

A* prapottiM la AmmmDc credit* 

a. Nat baak cndk to (ovcnamH 44.4 45.2 45.9 47.1 46.2 

b. Baak etetit to ooaatetciii factor 55.6 54.1 54.1 525 53.8 

Camacy/dapoakr 226.3 92.1 -20.1 67.9 23.9 

Ctanacy/M, 76.6 47.1 -26.1 37.5 1*5 

DapoakaM, ' 33.8 31.5 129.7 55.2 77.3 

Mtatoy touNpliar: ARM/AM, 147.7 51.3 -16.1 394 55.5 

Aa DronoMiMi to dtaaaatic cradk* 

a. Nat bank aedk to govern*at -4.3 29.5 -404.0 103.5 44.3 

b. ka* cradk to coaM—cul (actor 104.3 704 504.0 -3.5 55.7 

* Do—aelie cradtl if R» total of aatbaak credit to govenuneataadbaakcxed* to cooumc 


Can ra iy/ dapoet u 

Ctareacy/M. 

OapoaeU/M, 

Moaay MuNpttar: ABM/AM, 

Af praportfea to do—aatic credit* 

a. Nat bank cradk to govern*at 

b. Baak cradk to rn aaaaa rci al aacii 


r " 1 "i "i 


Dtsw^d 4tpotHs 
Tb—dapaaita 
Total advaaoaa 

NoA>fcolflnilt 


360008 

1533 

8091 

23198 

12047 

14513 

8862 13368 

9817 

46560 

37814 

38216 


(0.4) 

(25) 

(7.1) 

(3D 

(4D 

OD (4D 

0.7) 

07.3) 

(164) 

0»D 

65051 

-812 

2325 

4816 

2150 

6742 

2697 251 

421 

10111 

1373 

11896 


(-ID 

(37) 

(*D 

(3.8) 

03D 

(57) (OD 

(0L9) 

(21D 

OD 

03D 

294957 

2344 

5774 

18382 

9897 

7771 

6165 13117 

9396 

UiAQ 

36441 

26321 


(0.8) 

(2D 

(6.8) 

(3.8) 

(3-D 

05) (5.7) 

(4D 

064) 

09.6) 

0*D 

193386 

6220 

12111 

9771 

-1S6 

5911 

2293 1529 

2703 

12436 

26390 

9291 


(35) 

(75) 

(5.9) 

(-0.1) 

(3.7) 

OD OD 

05) 

0-2) 

OID 

OD 

13767 

335 

2438 

-1152 

1239 

399 

1659 -727 

2833 

4164 

2073 

164 


(2D 

025) 

(-9 D 

(MD 

(35) 

08.7) <JD 

(42.0) 

(61.8) 

(444) 

OD 

179619 

5885 

10373 

10923 

-1074 

5513 

634 856 

-130 

8273 

24317 

9127 


OD 

(SD 

(7D 

(-0.7) 

(37) 

(04) OD 

(-0.1) 

(5.7) 

(20.1) 

OD 

141057 

-4116 

4478 

2415 

12828 

11964 

4244 4114 

4544 

2(I6( 

15460 

15131 
















COMPANIES 


fnnYk» f i 

EFW kee^rch Foui»ta doe 


BAYER (INDIA) 

New Products 

BAYER (INDIA) has done satisfactorily in 
1993-94. Net sales were up by 5 per cent 
(Rs 6 66 crorv), operating profit by 15 per 
cent (Rs 5.96 crore) and net profit by 5 per 
cent (Rs 59 lakh). Profit before tax fell 
marginally by 1 percent. Gross profit was 
up by 3 per cent. Other income was up by 
94 per cent (Rs 3.68 crore). while non- 
operating profit fell by Rs 4.36 crore. 
Taxation fell by 9percenl. whiledepreciation 
and interest charges were up by 26 per cent 
and 4 per cent, respectively. A dividend of 
27 per cent was announced for tlitf year as 
against 25 per cent for the previous year. 
Exports and imports rose by 6.3 per cent and 
6*per cent, respectively. 

Debt-equity ratio of the company has in¬ 
creased steadily trom 74 per cent in 1991-92 
to 75 per cent in 1992-93 and 87 per cent 
in 1993-94. Short-term bank borrowings to 
inventories increased from 14 per cent in 
1991-92 to 61 per cent in 1993-94. Sundry 
creditors to current assets fluctuated at 13 
percent in 1991-92. 19 per cent in 1992- 
93 and 10 percent in 1993-94. Raw-materials 
consumed tothc value ofpiivlnction declined 
from 51 per cent in 1991 92 to 15 percent 
in 1992-93 and 40 |>er cent in 1993-94. 
Return on investment after being steady at 
15 per cent during 1991-93 declined to 13 
per cent in 1993-94 Earning per share 
increased from Rs 54 in 1991-92 to Rs 68 
in 1992-93 to Rs 71 in 1993-94. Net value 
added to value of production fluctuated at 
22 per cent in 1991-92,25 percent in 1992- 
93 and 23 percent in 1993-94. Remuneration 
to employees increased from 37 per cent in 
1991-92 to 38 per cent in 1992-93 and 42 
per cent in 1993-94. 

The major contributors to the growth in 
sales were agrochemicals, rubier, consumer 
products and animal health-hygiene and 
health care products. Herbicide for rice, 
sugarcane, potato, tomato and soyabean and 
fungicides for tea and apples were introduced 
during the year which the company claims 
to have been accepted by Indian farmers. 
The recession in the rubber industry 
continued. Increased exports hnnighi-in 
higher imports of duty free raw materials 
thus resulting in depressed local demand. 
Hie transport strike in September 1993 and 
the new excise policy proved detrimental to 
sales of rubber chemicals. The diagnostic 
division completed its firstyear of operation 
and sales of analysers and reagents helped 
the division in posting profits. The chem icals 
divirion, now an amalgam of chemicals, 
dyes and fibre activities, has done well. The 
company plans to start its own testing 
laboratories for dyes and intermediaries. 

The company incurred an expenditure of 
Rs 73 lakh for its K and I) activities in the 
year The company has successfully 
developed lacquered aluminium bottles and 
peckaging material. Hmulsifiable concentrate ’ 
formulations were also developed and new 


formulations ate under test. The company 
also plans to manufacture products in the 
categories of insecticides, wcedicidcs and 
fungicides. 

CIPLA 

« 

Growth in Sales 

Cipla. the third largest pharmaceutical 
manufacturer in the country after Glaxo and 
Ranbuxy, commanding a murketshareof 3.2 
percent, has declared an enhanced dividend 
of 32 percent for the year. Net sales improved 
lor 1993-94 by 25 per cent (Rs 46.60 crore), 
operating profit by 18 per cent (Rs 5 22 
crore) and net profit by 41 per cent (Rs 4.26 
crore). There has been u marginal rise in 
taxation, while interest charges rose by 18 
per oent and depreciation fell by 7 percent. 
Non-operating profit rose by Rs 22 lakh 
(129 per cent), other income was also up by 
3 per cent, Ex|x<rts were 1 up by 20 per cent 
while imports rose by 4 per cent. 

Dcht-equity ratio increased 20percentage 
points Short-term bank borrowings to 
inventories declined from 47 per cent in 
1992-93 to44 percent in 1993-94. Sundry 
creditors locurrcnl assets increased from 12 
percent in 1992-93to 14 percent in 1993 
94. Sales to total assets declined marginally 
by 3 percentage points. Sales to gross fixed 
assets declined from 233 percent in 1992- 
93 to 218 percent in 1993 94- Gross saving 
to gross capital formation rose by 22 
percentage points. Return oil investment 
declined marginally. Remuneration to 
employees declined from 33 per cent in 
1992-93 to 30 per cent in 1993-94. Earning 
per share increased from Rs 333 in 1992- 
93 to Rs 470 in 1993-94. Net profit to sales 
increased front 5 percent in 1992-93Jo 6 
per cent in 1993-94 Net value added to 
value of production fell from 17 percent in 
1992-93 to 16 percent in 199.3-94. 

Efficient utilisation of resources and 
improvement in technology helped (he 
company to reduce the prices of some key 
products. Several new medicines were 
launched and the company claims them to 
have been well reeeiveii. Exports fared well. 
The company has begun the indigenous 
manufacture of ondansetron used in treatment 
of side effects of cancer patients. The 


company signed an MOU' with Aotnukang 
Pharmaceuticals of China for a joint venture 
inChinu.The50:50ventureisu>bechristened 
Aotoukung Cipla. The company haa also set 
up a plant in KurkumWb in Maharashtra for 
the manufactureof bulk drugs, intermediates 
and formulations of which phase 1 has been 
completed. Cipla incurred a capital 
expend iture of Rs 33.3 crons for i ts expansion 
and modernisation programme. 

The company incurred an expenditure of 
Rs 8 crore for its R and D activities. The 
company developed several new bulk drugs. 
It has developed a drug for thulassaemic 
patients, the world's first oral drug for 
management of the disease. Several drug 
formulations were added to the company’s 
range of products, particularly in inhalation 
therapy. The com puny has the distinction of 
marketing the widest range of formulations 
used in asthma treatment which includes 
metered-dose inhalers, rotahalerx. respirator 
solutions and orul dosage forms. 

PREMIER AUTO ELECTRIC 

Rise in Profit 

Premier Auto Electric, despite an increase 
in taxation and - depreciation by 76 percent 
(Rs 55 lakh) and 98 per cent (Ks 66 lakh), 
has done well with net profit rising by 77 
percent (Rs 1.94 crore). operating profit by 
5b per cent (Rs 3 10 crore) and net sales by 
23 per cent (R>> 14.02 crore). Other income 
was sip by 154 per cent, while interest 
payments were down by 8 per cent A 
dividend of 3()pcrcenl wasdcelarcd. Kxportx 
were down by 37 per cent. 

Sales to total assets declined from 200 per 
cent in 1991-92 to 195 percent in 1992-93 
and 164 per cent in 1993-94. Sales to gro»s 
fixed assets fell in 1992-93 and 1993-94. 
IX-hi equity ratio fluctuated ut 30 per cent 
in 1991-92. 14 percent in 1992-93 and 24 
percent in 1993-94. Return oil investment 
rose steadily from 10 percent in 1991-92 
to 12 per cent in 1992-93 and 15 per cent 
in 1993-94. Sundry creditonAo current assets 
has shown a steady increase from 32 percent 
in 1991 -92 to 33 per cent in 1992-93 and 
36 per cent in 1993-94. Short term bank 
borrowings to inventories increased by 5 
percentage points in 1992-93 and 14 
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(*W) 


Ptnenciai Indicator! 


Bejrtr (Mia) 


March Muck March Match March Match March March Match 

1994 1993 1994 1993 1994 1993 1994 1993 1994 


1993 


1 —— 4p pmyri a H« a i 


1 Net tales 

23943 

25279 

22901 

18241 

7361 

5959 

36312 

21739 

4546 

4805 

2 Value of production 

26231 

24803 

24673 

19504 

7400 

5866 

37781 

19448 

4355 

4766 

3 Other Income 

759 

391 

724 

788 

298 

117 

436 

404 

207 

158 

4 Total income ' 

26990 

25194 

25397 

20272 

NdAd 

rftyO 

5983 

36217 

19852 

4562 

4924 

3 Raw matedala/atorea wd spares 






9 




consumed 

11261 

11738 

10084 

8277 

6063 

4805 

21854 

12138 

2727 

3020 

6 Other antmfacturing expenses 

2388 

1887 

6114 

4395 

5 

4 

795 

593 

551 

534 

7 Remuneration to employees 

2950 

2631 

1432 

1273 

314 

278 

2837 

2192 

396 

308 

8 Other expense* 

5692 

5035 

4464 

3546 

457 

347 

6620 

3520 

163 

273 

9 Operating profit 

4499 

3903 

3303 

• 2781 

859 

549 

4111 

1409 

705 

789 

10 Interest 

1389 

1329 

940 

791 

148 

161 

1650 

1942 

176 

258 

11 Grou profit 

2773 

2673 

2402 

2007 

705 

390 

2318 

-363 

529 

559 

12 Depreciation 

680 

539 

460 

496 

133 

67 

556 

541 

125 

99 

13 Profit before tax 

2093 

2134 

1942 

1511 

572 

323 

1761 

-904 

404 

440 

14 Tax provision 

930 

1030 

480 

475 

127 

72 

1 


101 

170 

13 Profit after tax 

-1163 

1104 

1462 

1036 

445 

251 

1760 

-904 

303 

270 

16 Dividends 

438 

406 

99 

93 

153 

99 

212 

0 

82 

82 

17 Retained profit 

725 

698 

1363 

943 

292 

1S2 

1548 

-904 

221 

tat 

T J - » ***♦« -< -- A. . 

1. iiiMHwIriHH 










18 Paid-up capital 

1622 

.1622 

311 

311 

511 

508 

1763 

1763 

304 

304 

19 Reserves and surplus 

4646 

3930 

6630 

5307 

1162 

862 

12900 

13641 

1068 

846: 

20 Long term loans 

3483 

4210 

3429 

1647 

412 

200 

3695 

3592 

1144 

703 

21 Short term Ions 

4895 

2749 

5176 

4371 

927 

420 

6628 

2922 

1494 

1152 

22 Of which bank borrowings 

3195 

2249 

3548 

2864 

488 

335 

4309 

2090 

1093 

833 

23 Gross fixed assets 

10923 

9047 

10468 

7828 

1755 

778 

20126 

19307 

2196 

1505 

24 Accumulated depreciation 

4351 

3719 

3120 

2764 

272 

143 

6511 

4136 

435 

321 

23 Inventories 

5170 

5025 

7936 

6006 

910 

856 

5752 

5977 

1284 

1054 

26 Total sssets/lisbilittes 

20289 

17273 

20732 

16053 

4482 

3049 

33379 

29273 

4631 

3979 

Mtsrslsamvi iUns 











27 Excise duty 

1578 

1666 

1520 

1534 

168 

60 

7250 

5972 

509 

442 

28 Gross value added 

6904 

6830 

4622 

3858 

1147 

836 

6543 

3902 

1114 

1123 

29 Total foreign exchange income 

1419 

1321 

2407 

1999 

15 

24 

239 

397 

834 

1048 

30 Total foreign exchange oulgo 

1946 

1808 

1918 

1881 

20 

14 

1655 

1134 

199 

32 

Ksy fUaudai and psrfenuace ratios 








• 


* 

31 Turnover ratio (sales to total assets) (%) 

127.9 

146.3 

110.3 

413.6 

164.2 

19X4 

10X8 

74J 

9X2 

1117 

32 Sales to total aet assets (%) 

157.9 

20X1 

147.3 

156.8 

244.4 

299.4 

145.3 

99.2 

1145 

X46 ** 

33 Gross value added to gross fixed 


* 







**■ / 

assets (*) 

63.2 

75.5 

44.1 

49.3 

65.4 

107.3 

32.5 

202 

907 

34 Return on investmeat (gross profit 










■ • ‘ ■ ■ ,, 

to total assets) («) 

13.7 

15 J 

11.6 

1X5 

15.7 

1X8 

6.9 

-1.2 

11.4 

ix» ■ 

33 Gross profit to sales (gross margia) (%) 

10.7 

10.6 

10.5 

11.0 

9.6 

6.5 

6.4 

-1.7 

116 


36 Operating profit to tales (%) 

17.3 

15.4 

14.4 

15.2 

11.7 

9.2 

11.3 

6.5 

15.5 
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37 Profit before tax to sales (%) 

8.1 

8.4 

8.5 
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7.8 

$4 

41 

-42 
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38 Tax provision to profit before tax (%) 

44.4 

48.3 

24.7 

31.4 

2X2 

2X3 

0.1 
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25.0 

3X6 

39 Profit aftertax to net worth 
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(return on equity) (%) 

18.6 

19.9 

21.1 

1X4 

26.6 

18.3 

1X0 

-5.9 

2X1 

2X5 

40 Dividend (%) 

27.00 

25.00 

3X00 

30.00 

30.00 

25.00 

1X00 

'0.00 

2790 

27.00 

41 Earning per rhare (Rs) 

71.70 

68.06 

470.10 

333.12 

6.71 

4.94 

X98 

-5.13 

997 
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42 Book value per share (Rs) 

386.4 

342.3 

1119.0 

1379.4 

3X7 

274 

83.2 

87.4 

45.1 

374 

43 PiB ratio (based on latest sad 
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44 Debt-equity ratio (adjusted for 
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revaluation) (%) 
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46 Smhy ctedhen te sundry debtors (%) 
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percentage point* in 1993-94. Banting per 
share doubled in tbe past two year*. Net 
value added to value of production has been 
constant at 13per cent for the past two year*. 
Inventories grew by 15 percentage points. 
Remuneration to employees declined from 
38 per cent in 1991-92 to 33 per cent in 
1992-93 and 27 per cent in 1993-94. 
Remuneration to employee as a ratio to tbe 
value of production has remained stable at 
4 per cent for tbe past two years. Raw 
materials consumed to the valne of 
production has been steady at 81 per cent 
for the past two years. Net profit to sales 
doubled in 1992-93 from 2 per cent in 1991 - 
92 and has now risen to 6 pet cent in 1993- 
94. Operating profit to gross vaiueadded has 
increased steadily in die past three yean. 

The total income of the company showed 
a 27 per cent growth in the year. The per¬ 
formance of the manufacturing plant atHalo) 

improved due to increased demand from its 
OE customers. The company had in the 
previous year signed an MOU with Best Sc 
Crompton Eagg, Madras, to purchase plant 
and machinery vid know-how. Tbe company 
has also started tbe production of starters and 
alternators at its new plant at Madras. 

The company invested Rs 8 lakh for its 
R and D activities for the year. Deployment 
of indigenous in place of imported material 
st the factory, fitment of compressed natural 
gas (CNO) kits in vehicles, for which it has 
obtained ARAI certification, and expansion 
in the application of CNO kite to other auto¬ 
mobiles are the activities of tbe department 


to gross freed assets fluctuated.at 248 por 
cent in 1991-92,112per cent in 1992-93and 
180 per cent in 1993-94. Raw materials 
consumed to value of production declined 
steadily in the past three yean from TOper 
cent in 1991-92 to 39 per cent in 1992-93 
and 55 per oent in 1993-94. 

The company has tied up with Whirlpool. 
Corporation of the US. The emphasis is to 
be on improvement in product design, better 
process engineering and costreductioc. Tbe 
company failed to revive its automotive 
division and thus had to close it down. 

The company invested Ra 251 lakh on its 
R and D activities in the year. Development 
of new models of visi coolers and CPC 
substitutes in compressors, refrigerators and 
deep freezers and reduction in cost were 
significant achievements. 

AHMEDNAGAR FORGINGS 

Mixed Performance 

Ahmednagar Forgings has shown mixed 
performance in 1993-94. Net profits were up 
12 per cent (Rs 33 lakh), while net sales and 
operating profits fell by 1 per cent (Rs 59 
lakh) and 10 per cent (Rs 84 lakh), 
respectively. Other income rose by 31 per 
cent, depreciation was up by 26 per cent and 
taxation and interest charges fell by 40 per 
cent and 31 per cent, respectively. Imparts 
for the year rose abioply by 592 per cent 
(Ra 16.6 crore), while exports fell by 20 per 
cent (Rs 2.14 crore). A dividend of 27 per 
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Debt-equity ratio roeo from 52 per cent 
in 3991-92 to 61 per cent in 1992-93 sad 
83 per cent in 1993-94. Short-term bank 
borrowing* rote from 49 per cant in 1991- 

92 to 8 5 per cent in 1993-94. Sundry credton 
to current assets fluctuated at 26 per cent 
in 1991 -92,28 per cent in 1992-93 and 14 
per cent in 1993-94. Growth in inventories 
foil by 7 percentage points. Gross saving 
to gross capital formation declined by 6 
percentage points. Return on investment 
has shown a continuous decline from 19per 
cent in 1991-92 to 13 per cent in 1992-93 
and 11 per cent in 1993-94. Earning per 
share fluctuated at Rs 9 in 1991-92, Rs 8 
in 1992-93 and Rs 9 in 1993-94. Net value 
added to valne of production fluctuated at 
23 per cent in 1991-92,21 per cent in 1992- 

93 and 22 per cent in 1993-94. Remuneration 
to employees rose by 8 percentage points. 

in 1^9^92 to 5 per cent in 1992-^3 to 6 
per cent in 1993-94. 

During tbe year the company produced 
11,402 mt of steel forgings. Despite reces¬ 
sionary tendencies in the steel industry sales 
rose by 584 MT. The company received 
recognition as an Export House from the 
govemmentoflndia. Its Ahmednagar factory 
nas been awarded tbe ISO9002 accreditation 
from tbe Bureau Veritas Quality Inter¬ 
national (BVQI). The insulted capacity at 
the Chakim plant was enhanced to 10,500 
mtpa Production of cold forgings was also 
slatted diping the year. 


KELVINATOR OF INDIA 1 

Out of the Red 

i 

Kelvinator of India, one of the largest 
manufacturers of refrigerators, has done well 
in 1993-94 after suffering losses in the 
previous year. The company experienced 
increase in net tales by 67 percent, operating 
profits by 191 pet cent and net profits by . 
294 per cent. Depreciation was up by 2 per 
cent white interest charges fell by 15 per 
cent. Non-operating profits fell by Rs 143 
lakh (184 Ukb) and other income rose by i 
7 per cent. Exports fell by 39 per cent, whi le , 

imports were up by 42 per cent. A dividend 

of 12 per cent was declared for tbe year. 

Debt-equity ratio showed fluctuations at 
49 per cent in 1991 -92,23 per cent in 1992-1 
93 and 25 percent in 1993-94. Remuneration 
to employee* fell by 13 percentage points 
for the year. Earning per share rose to Rs 
9 for the year. Net profit margin showed a 
rise by Spcrcmtagc points. Short-term bank 
bonowinp to inventories more than doubted. 1 
from 38 per cent in 1991-92 to 74 per cent 
in 1993-94. Sundry creditors to ament assets i 
ratio, after being steady around 31-32 per' 
cent during 1991-93, declined to 23 per cent 
in 1993-94. Return on investment fluctuated’ 
at 1 per cent in 1991-92, (-) 1 per cent in 
1992-93 and 6 per cent in 1993-94. Grow 
saving to gross capital formation rose to 260] 
per cent as against (-) 8 per cent in the; 
previous year. Sales to total reacts fluctuated; 
to 90 per cent in 1991-92, 74 per cent ini 
1992-93 and 108 per cent in 1993-94. Sates] > 
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RANDOM REFLECTIONS 


Development Paradigms: China and 
India Shtee 1949 


ArwGhMh 


The success in putting a burgeoning wq/tforce to productive work 
constitutes but most important lesson cf Chiba's development experience 
for India and the entire underdeveloped world. So matter what die 
political framework, the needs of societal development call for this 
basic change. 


CHINA and India way be tally regarded as 
repreaenting two entirely different paradigm* 
of development. There have been few analytical 
estayi (available to the Indian reader) on the 
process of development and of aocial change 
in China after the victory of the People’* 
liberation Army ial949,sndthee*tabiifhmeiii 
of I he People’ a Republic of China. It i* exciting, 
therefore,tocomeacrossavolumAhat attempts 
not only an ambition* companion of Chinese 
and Indian development ditfiog the post-second 
world war yean (until 1990) hut aiio to frame 
these developments in tte context ofthe history, 
the cultural and *odal milieu, the problegta and 
the political background of the cataclysmic 
change* that have occurred in China over the 
part 40-odd yean, and the (lower (and yet 
doubtless) change* that have been inhered into 
India undertbe lyatem of planned development 
within a capital! at framework and a regulated 
market system. Thia paradigm ii, oflate, rapidly 
:hanging in India So. indeed, i« China headed 
for a change, though one 1* not quite mire of 
ill the consequences of the latest change*. 
However, that is another story. 

Any book of essays, whttenby (large number 
if experts, must be of the nature of aomewhat 
separate and independent etaays. The editors 
lave therefore to be congratulated that despite 
he inherent problem - that of gening each 
trticle to focus on the particular in the context 
>f the general - a broad overall picture does 
inally emerge. Unfortunately, there is no final 
wmtiling up’ chapter, perhaps mercifully so, 
esving the reader to draw his (or her) own 
onclusioni. 

What is the picture that finally emerge* in 
egard to the processes of change ushered into 
3una and India over the past 40-odd yean? 
et us consider the experience of China first, 
eforc attempting to draw appropriate lessons 
ram the Chinese experience for India. 

Iris Cmka Sronv 

The China of 1948 was a country with 
unp*n>cot iu p tto n * s> d hype rinfl a tion- During 
* 19th century, the British had introduced 
pium eating in China, purely for oommtrciai 
u*ons;aad the watoras in China had become 


Society mtd p n n io f m tm tit China end Mia 
-ilHillij^miniUrinsInnrm rd InlinT 
Jiagyuaa Tu, M Snmaagala and O P 
Urmsri— fen; B » Pttbiiduag Cotpfattoa. 
Dafci, 1994; pp 423. R* 430 


’ addicted opium eaters. There was little effective 
resistance to Japanese occupation ofthe country 
before the second worid war, and the ‘older 
values' had become the privilege of a few. 
mandarins. The awakening brought tnto the 
consciousness of the Chinese peasantry by the 
People’* Liberation Army necessarily had to 
proceed with the hypothesis of ‘destruction 
before construction', destruction of thedeca¬ 
dent old order. That the same dogma brought 
about fee sudden collectivisation A agriculture 
alter 1958 needs to be looked at from different 
viewpoint; and certainly, after the yean of the 
Great Leap Forward, Chinese agriculture again 
prospered, for the base had beat laid through 
innumerable small works undertaken by the 
people in a decentralised manner. 

The changes in China have been dramatic, 
and somewhat ruthless. The experience has 
very obvious lessons for India where - though 
we have never adopted the type of repress rue 
parity relentlessly pursued in China - we are 
suddenly switching bones, the ridtrxbeing the 
tame, with single-minded pursuit of personal 
power and pelf by the ‘riders'. The lessen of 
progress through decentraiisatioe. on which, 
there is tittle focus in the volume, has never 
found political support io faKtia. China provides 
the contrast. 

There is little doubt, in retrospect, that the 
Great Leap Forward in 1958 was a mistake, 
in fact a big mistake; and in two to three yean, 
caused 20 milboa deaths from starvation in 
China. There is also little doubt, in retrospect, 
tiut the decade-long Cultural Revolution - 
which commenced in 196$ and ended with 
Mao'* death in 1976 - proved to be not only 
a major setback to Chinese development but 
also caused a lot of suffering and avoidable 
turbulence in Chinese society. And yet one has 
only to lake a look at the development of both 
Chinese agriculture and industry since the days 
of the Revolution in 1949. As per figures gtvea 
by Wei Juuheag, the total agricultural product 
of China, at ernttam prices, incre as ed tom 
31 biffion RMB fit 1933 to 766 button RMB 
in 1990, and rids growth has been feiriy steady 
except for the ttsastrous three yean of the 
Great Leap Forward (1958-61) when a severe 
drought ooiopticatod im* ompte agOd the 
dfagN li product*** 
relad ms introduced in 195*. b quantity terns, 
gram ptow p m tKMioa no* li mao* 
tons in 1949 to 4.5 ndPton tons in 1990; cotton 
production from 4.4 milMnn tons to 43 sstBfoc 
tons; and vegetable nil psodmtina tom 26 


million tons to 161 million tons. Over the past 
40 years, Chinese agricultural production ha* 
increased at an annual rate of3J percent per 
annum; and if one trice* the period between 
1977 and 1990, the annual avenge growth rale 
has been 6.3 per cent per msnan. As tar as 
industrial production is c o n cer ned, the share 
of industry to China’t total product increased 
tom 36 per cent in 1953 to 63 per cent if 1990 

- m India, the percentage comribotton of 
industry to antonal output Routine at some 24 
per cent - while the contribution of agriculture 
to total product ia China dedmed from 41 per 
cent to 20 per cent over 1953-90. And though 
Wei Jiasheng, writing on the industrial 
development of China, has been critical of the 
continued emphasis on ‘heavy industry’ (as 
cotittmted with Tight industries' or consumer 
good* industries), the industrial growth rate of 
Chinn has increased from some 15 per cent per 
annum from 1953 to 1988 to around 18 per 
cere per annum ia more recess! years, aad pro- 
bridy to an eves higher growth rate - tearing 
to inflation - in the pair two or thsee yean. 
(Up to 1988. the figures aae those of Don 
Fureng; the more recent figures are those one 
gets from other studies and reports.) Onr amet. 
of coune, add that the longer team growth tree 
of agriculture was achieved despite 
considerable coaftutoo arising from the ‘de- 
coHectiviaatioa’ of agriculture in 1978. If tree 
sifts through the a variable e vi den ce , one finds 
that tiadhtonal Churn’s leap into modernity 
and rapid economic growth arose principally 
from several fadors.asasesuit of the commons* 
takeover in 1949. After 1953 - when 
consolidation had been completed by the acW 
regime, and an agabtariaa system r t tsHirire d 

- tbroe diatiact changes took place. Fust, afl 
local development was left to toad atthorilier, 
and with the emancipation of women, (he 
wotkfotce increased phenreneaally, wish the 
cadre wotfcfbree engaged ia productive activity. 
With 1952 as the base year the index of the', 
number of worker* (rural labour parts rip (T. 
urban individual weaker* and state nmplnynd 
workers and staff) increased from 37J ia 1949 
to 114.7 in 1957 (bare; 1952-100) sod forth*, 
to 193.7 ini978(Yang/ilsn aadTfeyXsnnto*. 
pp 367-68 of the volume under icfotencaL So. 
the first-achievement of fee Chtoere peMeal 
system was to ensure fttU emptoymestt of%a 
entire labour force- The pen-rut age of social 
labour participation waa 36.1 per can ofthe 
papulation in 1952,403 percent in 1958.429 
per cent in 1980. and 49.6 per oem in 1990, 

One may question the level of soefcd security 
in a society where doae to 50 per cam of tbs 
population constitutes the weskfer ce; bus so 
long ns productive qmptoyment can be isani 
for such a large perosmage of ike peytriMtou. 
economic development at a rapid me mast id 
inevitable. In a ds mafly . tide is slan nmntitirire 
to the votaoos of ‘e rikie nqr’ (at the mi ca s 
level, and in comparison erih hmanafoasd 
standards) that ft is the artrmge pc ada cti v fty 
oftheereise wotkfotoe tiMturiataSMonelatoas 
of tb* afficieswy of sncireal««gMrimris(kTUf 
Chinn has hem aMa to im f l np ft* antim 
wo t fc fc w e. thri fen aeonomyhto been grow in g 
(utn* (hnaittinc incresutim arottoctivftv of 
th* entire wotSaroefto msadfesL The CManre 








Mkhars (fa A* volume) bemoan *• lower 
physical p rod uc ti vity of the Chinese worker 
in W f Mtoi with, mv, the productivity (in 
ariaoseem)of worker* in developed countries; 
and these an msny Urn* at the need to introduce 
a 'niarhst economy ’ and eompetiti veefActeocy. 
Util reflect* the Deng Xiaoping thrust of recent 
yean , and ignore* the importance of a transition 
with Aifl employment. 

Pethnpt one may appropriately put in a word 
in a different tone at ihi* juncture, with a brief 
Quotation from an arch neeUbetal Journal, the 
Far Eastern Economic Review (November 17, 
1994). In an article titled ‘Against the Grain', 
Lincoln Kaye writer: 

Bat lOyeen cat loaaoia Drat' sincreaaiBgly 
(tratified socialist market economy are 
pondering how their stuttered‘iron rice bowl*’ 
can over be pit back together again; they look 
toward Naaijie for gaidaace... 

Nadie'eneoileeiiviiaiioabegan when local 
. party secretary Wang Hongbin, jtut 36 at the 
item npeeledtiwDengirt‘household raponai- 
bibty' system of fanning ia 1916. After a aix- 
year experiment with family plot*, the village 
revetted to communal cultivation. Through 
collective effort, Nanjie now boaata a drought 
proof 680-metre deep communal well. And, no 
matter bow overloaded the national imnaport 
grid, Naajie’s auppliea and produce move on 
the village's owa 150-truck fleet. Evee the 
gnat bogeyman of China's cumml economic 
boom, inflation hardly fazes Nanjie; villagers 
receive their staples in land rather thsa in caah. 

Agricultural production, which shunped by 
more than 50 per cent under 'household 
responsibility', has by now rebounded. It 
' dtoountod for a record RMB 8 million of 


village income this year... 

If the so-called 'Naajie model’ says anything 
of interest to contemporary China, according 
to [a] Chinese Academy of Social Sciences 
sociologist, "it's all about micro - rather than 
macroeconomics”. 


The second major factor in the rapid growth 
of agricultural production in China aruse from 
'decentralisation' of production activity from 
early years of the new regime. The Chinese 
peasant economy had been stagnant in respect 
of soil productivity before the communist take- 
overof the country; and the new system ensured 
that s large segment of rural labour was engaged 
in tural const ruction. Wei Jinsheng has charac¬ 
terised the agricultural development of China 
ax 'tormented' and hat divided the period 1949 
to 1990 into five sub-periods: (a) 1949-57 
when land reform was completed and grain 
production increased from 113 million tons (in 
1949) to 195 million tons (in 1957) and total 
agricultural production increased by 7 per cent 
per annum, (b) 1958-62, the period of the Great 
Leap Forward, alter the collectivisation of 
agriculture in 1956, when rural Agricultural 
Production Co-operatives (AFC) were turned 
into people's commune*. The changed pro¬ 
duction relations caused a setback and total 
agricultural production declined by 19.9 per 
cent in 1962 as compared to 1957 or by 4.5 
per cent per year, (c) 1963 and 1965 were two 
yean of raatyMtmm* and restoration, when 
the ownership ayatem was redefined into a 
three-tier system - the people's oemmuae, the 
production brigade and the production team, 
the Urn one being an independent production 
unit Agripufeunl production increased by 11.1 
per cent per year over 1963-65 and by 1965 



agricultural production bad returned to' the 
1957 lew) (wMeh wax 37.2 per cent higher 
than in 1962). (d) 1966-76 were the yean of 
the Cultural Revolution. Though these yean 
have been described a* a'period of tempestuous 
turmoil and a time of storm and stress', 
agricultural production in 1976 wax still 51 per 
cent higher than in 1965, avenging a growth 
rate of 3.8 per cent per year. And finally, (e) 
the period after 1977 when far-reaching changes 
in rural relation* of production were introduced, 
withtheintroductionofthefaimlytetponribility 
system. Between 1977 and 1990, the average 
growth rate of agricultural production was 6.3 
per cent per year. 

We make no comment on the report by 
Lincoln Kaye in the Far Eastern Economic 
Review, in regard to developments in Nanjie, 
reproduced very partially earlier. We in India 
do not have access to primary data for China, 
either at the micro or macro level. Perhaps one 
can only reiterate the validity of Mao's dictum: 
'Let a thousand flowers bloom’. 

Wei lintheng has brought out the reasons 
for the growth of Chinese agriculture despite 
the “tempestuous turmoil... storm and stress" 
(which he decries). The new regime insisted 
on “the strategical importance of agriculture, 
focusing attention on agriculture and develop¬ 
ing the rural economy comprehensively". From 
113 million tons in 1949. total grain production 
increased to 446 million tons in 1990 - that 
is, there times in 41 years. This was possible 
because of the deployment of a large workforce 
fur rural construction works, mostly small 
irrigation and other works calculated to i mprovc 
the moisture retention capacity of the soil. with 
increased input of soil nutrients (both organic 
and inorganic). Chinese agriculture did not 
grow as a result of imported technology (like 
the Green Revolution in India), but through 
local enterprise and local effort. By 1989. as 
many as "83,000 reservoirs had been built with 
a storage capacity of461.7 billion cubic metres" 
of water; and the irrigated farm land had 
increased to 44.7 million hectares, in addition 
to 2.3 million hectares of grassland and forest 
land. There was also an improvement in local 
technological input, with 1.5 million agricul¬ 
tural experts (college graduates) and 0.85 
million of middle level agricultural education. 

At the same time, because of the population 
'registration’ scheme, the relative absence of 
transport, and focus on ‘rural development', 
and arising from the increased demand from 
the local population, there has been a rapid 
growth of rural industries, which introduced 
deep changes in the rural economic structure. 
According to Wei Jinsheng, “since late 1970 
total product of the rural enterprises has been 
growing at an annual rate of over 30 per cent." 
The rural enterprises have employed over one- 
fifth of the labour force in the village*. 

Thus,despite the ‘turrit oil" and the ‘stresses', 
not only did the yield raics (of ail crops, both 
grain and commercial crops like cotton) 
I reprove sigraflcwtly, there was i phenomenal 
growth of rural i adust ties. Mao's concept of 
'backyard furnaces’ helped to foster a more 
regionally balanced growth than is being 
ushered into China in very recent years. 

Theabovc augor changes in the rural produc¬ 
tion structure were accompanied by two other 
types of changes: the total product of industry 
increased Drama 36 percent of the social product 


in 1953 to 63 percent in 1990. In this, the share 
of heavy industry increased from 37 per cent 
in 1953 to a peak of 57 per cent in I960 and 
declined to some 51 per cent by 1990. Both 
infrastructure and key inputs (like primary 
energy sources) increased phenomenally. 

At the same time, the emancipation of women, 
and the (somewhat harsh) regimen in regard 
to control of family sine, together with better 
education and health fpciliti et , freed the women 
from prolonged periods of child bearing and 
child care and helped to increase the size of 
the workforce participating at production. Mass 
education, and in particular, the education of 
women, doubtless helped to usher in a new 
pattern of societal change in China. The 
commune system - though totally different 
from the traditions and culture of Chinese 
society- was doubtless favourable forfostenng 
universal education of children which in turn 
helped to bring up the skills of the workforce. 

Finally, though not explicitly stated 
anywhere, the egalitarian regimen - doubtless 
introduced through harsh measures between 
1949and 1953 - was certainly afactor in the con¬ 
tinued growth of the Chinese economy, despite 
the ‘turbulence’, theconfusion, the ‘storm' and 
the ‘stress’ of the years of the Cultural Revo¬ 
lution. (One must leave out the yean of the 
Great Leap Forward as a bad dream.) Perhaps 
the focus of the Chinese leadership on 
decentralised rural development was the cnictal 
element in the continued resurgence of the 
Chinese economy, despite all the 'turbulence’ 
and the ‘stresses’ between 1958 and 1988. 

The picture is not one of ‘unmixed virtue'. 
The development of education doubtless 
suffered badly in China as a result of the 
Cultural Revolution. Bui the resurgence of 
highereducation after 1976 reflects the success 
of primary education, where the entrant* to 
highereducation originate. Zon Ping and Zhao 
Xiaohua conclude that the "modern and 
contemporary history of education in China 
saw a series of reforms and revolutions with 
each negative to the preceding one”. 

There ate ol her problematic issues. Zon Ping 
and Zhao Xiaohua are critical of the fact that 
“while natural erosion contributes to 70 per 
cent of soil erosion in the Loess Plateau due 
to severe slopes, eroaion by human destruction 
is about 30 per cent". Further, "the coverage 
of forest on the Loess Plateau (around 4,000 
yean ago)... was over 50 per cent... The present 
desert of Ke'ermi was once grassland, forest 
and lakes..." But then, the population of China 
was only 20 million at that time; and 4.000 
years back, much of India was doubtless a 
densely forested area.Though the authors worry 
about increasing environmental degradation 
accompanying agrarian and industrial growth, 
some 11 billion trees have been planted in the 
part 10 years with nearly 100 percent survival 
rase. Some 40 per cent of China has been 
covered thus far by the tree planting project, 
and n goals the success of the decentralised 
responsibility system. 

Lemons son Inma 

There are numerous writing* available to the 
Indian reader on the story of Indu's economic 
development and on the development of the 
Indian polity trace independence. lathe present 
context, therefore, it may be useful to foots 



only os the major similarities and differences 
between Chinese and Indian economic 
development, to reflect on the failure of the 
Indian development effort to ‘take ofT, and 
the lessen*, if any. for India from the Chinese 
experience. 

We must allow for the fact that with two 
entirely different political systems, one cannot 
- one should not - compare the Chinese and 
Indian economies. Them am certain costs 
attaching tototalitaiian regimes; and the lessons 
of the experience of one country can only be 
partially applicable to the other. Yet, them do 
remain dear lessons, in regard to both what 
to emulate and what not to emulate. Let us 
focus on the former. 

Though considerable progress has been 
achieved by India on diverse fronts - in the 
matter of self-sufficiency in food production, 
in building up a reasonable capacity for the 
production of capital goods and key inter¬ 
mediates - there remain several areas where 
the Indian situation leaves room for great 
-concern. As per a (rather.thin, in terms of 
sample size) survey conducted by the NSS for 
the calendar year 1992, 41.7 per cent of the 
rural population and 37.7 per cent of the urban 
population (or around 40 per cent of the 
population in the aggregate) were still below 
the poverty line; and this datum - in the light 
of continuously favourable monsoons since 
1988-must be deemed to be aseveie indictment 
of overall economic policies, especially since 
1987-88 - a year of drought - shows a smaller 
percentage of people below the poverty line.' 
One can, of course, rationalise that some degree 
of inequality is inevitable in the early yean 
.of economic growth; the famous inverted 
U-curve of Simon Kuznets in regard to income 
distribution in relMion to economic growth 
may be said to be in play. But, and this is a 
significant point, economic growth in India has 
been at best tardy, the overall growth rate since 
the inception of planning - over a period of 
some 40 years - being at best some three-and- 
a-half per cent per annum, much of it eroded 
by a population growth of around 2 per cent. 
In any case, the increase in poverty - if the 
‘thin’ 1992 NSS is to be believed-after 1987- 
88 (which was a drought year) would doubtless 
be most disturbing. 

Let . us go back in time and briefly examine 
the Mahalanobis plan model which set out the 
framework for India’s planning effort. The 
Mahalanobis model - a variant of the Russian 
model a* outlined by Feldman - suffered from 
two defects. First, it neglected agriculture, 
which, even as per the 1971 Census, provided 
the basil of income for some 70 per cert of 
the population. Hus is in sharp contrast to the 
model followed in China where rural deve¬ 
lopment - together with emphasis on heavy 
industries and infrastructure build-up - was 
given primacy. Clearly, in a primarily agrarian 
economy, the first task is the build up of agri¬ 
culture, of rural employment. This, the 
Mahalanobis plan, drawing heavily from 
Russian experience, failed to do. The corrective 
after 1966 came in the foot of the Green 
Revolution, which douhtlei* increased the 
output of foodgratns, but that development was 
highly unbalanced regionally, with the result 
that much of the country failed to derive any 
benefit from the rapid agrarian growth in a few 
selected pockets. Regional imbalances grew. 


The second flaw in the Mahalanobis model 
arose from within the model. While the output 
of capital goods increased, the model did not 
ensure the offtake 6f the output. The 
. combination of public investment in 
investment goods and private investment in 
consumer goods did not ensure the automatic 
offtake of the output of investment goods; 
and partly because of (financial) resource 
constraints with government, the economy 
suffered by not making frill use of the 
production capability built up. (The South 
Korean experience, by contrast, was a rapid 
switch-over of industries started with the 
objective of import substitution, to export 
production, with single-minded devotion to 
excellence in technology, its absorption, and 
international competitiveness. A certain 
conjuncture of world polity - when US aid 
was freely forthcoming for South Korea - 
also helped that country.) Anyhow, in India, 
the attempted combination of planning with 
reliance on the market did not ensure the 
generation of adequate demand (because of 
the absence of focus on rural employment) 
to ensure die offtake of the increased output 
of producer goods. The planners failed to 
that extent; yet there was undoubted growth 
during the planning era, of an order not even 
dreamed of in two centuries before 
independence and planning. In China, on the 
other hand, despite complaints of the 
preponderance of ‘heavy’ industries, 
production growth continues at a rapid pace. 
Consumer demand in China may well run 
ahead of supplies, but the process of growth 
of output has also continued unabated. 

There are, of course, certain major 
differences between Chinese and Indian 
polity; and policies that have worked in China 
need not work equally effectively in India. 
But there have been two other failures in 
India for which the price has to be paid now. 
First, though zamindari was abolished soon 
after independence, proper labd reform - in 
the sense of land belonging to the tiller - has 
never been properly implemented (Kerala 
and West Bengal are the only two states 
where this policy has been adopted even 
partially), in fact, this is one area where the 
Japanese, Korean and Taiwanese experience 
has lessons for us, 

There was a second area where the Indian 
polity did not favour a revolutionary change 
after independence; the area of women's 
emancipation, women's education and release 
of the energies of half the population for socio¬ 
economic development. This, in fact, has been 
oneoftbe major reasons fortheChinese success. 
The enormous increase in the size of the 
productive workforce in China contributed in 
no snull measure to China's rapid economic 
development. Yet the important issue remains: 
the entire workforce must be found productive 
employment. 

Concluding Remarks 

That perhaps has lessons not only for India 
but for the entire underdeveloped world. The 
fact that China was able to put a burgeoning 
workforce to productive work explains the 
economic growth of Churn, 
fact, the mm objective facts fry in the 
face of the dictum of‘market led' development, 
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participation of woflte* in overtly productive 
effort, India has a large population which is 
underemployed or employed in low 
productivity jobs. The first requisite it to put 
this workforce into capital const motion, the 
way Chinese rural labour was deployed! The 
idea is neither new nor revolutionary. From 
• Ragnar Nurkse and Atthua Lewis in the 50s 
to the concept of ‘rood for work’ in India In 
the 70s and 80s, models have been built, and 
experiments tried out, but (be latter have not 
been pursued with single-minded attention. 

This is really a far cry from the concept of 
market-led development to which even the 
Planing Conunudontabafiaappears suddenly 
to have been converted. Again, there is nothing 
new in the concept of putting idle manpower 
to work for capital construction. And, in the 
area of capital formation, what we need is a 
’widening’ ofthe capital base before attempting 
to deepen it. 

This is the lesson we need to learn from 
Chips; and in the context of the widely divergent 
political systems in the two countries, we can 
still follow the Chinese model through a process 
of decentralisation of power and authority, 
decentralisation of the polity and of the 
economy, allowing each village community to 
organise its own 'watershed area' planning to 
develop agriculture, provide employment, and 
develops local rural industries. 

In the last context, we do not have the tame 
ground conditions as China does. In China, 
both the ‘population registration' system and 
the absence of a transport network connecting 
villages to the outside worid facilitated rural 
development in a manner which cannot be 
replicated in India. And yet the skills of the 
village craftsmen can still come to their 
rescue, provided that they do not suffer from 
terrible discrimination in the matter of credit 
availability (and the rate of interest on 
productive loans). This deficiency, as also 
that of inadequate supply of raw materials, 
can be resolved through institutional changes. 
Co-operative credit, the spread of banking 
in rural areas in the interest of the rural 
communities (and not for mopping up deposits 
for lending in metropolitan areas), and similar 
changes can still transform the Indian 
production structure, provided that (a) we do 
not blindly pursue the path of ’market-led 
development’, and (b) we build the 
institutions necessary for proper ‘local area 
planning'. For this, we need to empower the . 
local communities, and not centralise all 
power and authority. 

This is not to say that all technological 
changes should be shut out. The growth of 
technology is essential if we have to provide 

abetter standardofiifc for agrowing popidrtiott 

But the 'manageinent' of technological change 
in the interest of the people can also be done 
belter through decentralisation ofthe decision¬ 
making structure. 

What is essential, in brief, is that we must 
find some way to productively employ the 
entire workforce, and seek to increase labour 
productivity consistent with frill employment 
No matter what the politidal framework, the 
needs of societal development eaU for this 
basic change. And with-this basic change, 
other desirable changes are certain to follow. 
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Election and Bihar’s Fractured Polity 

AKRoy 


The assembly election in Bihar has laid bare the state's fractured 
polity. Every party is tom, every organisation is fragmented, every 
leader is suspect 


EVERYTHINO in Bihar make* new* and 
provoke* view*. Tbe present election is no 
exception. Rather, that the election could 
start completing all formalities, is news in 
itself. At last the parties have selected their 
candidates. Now the people are to choose 
from them. The lot is fearsome both in 
quantity and in quality. The Damocles' 
Sword ofTN Scshan is hanging. As nobody 
knows wbat exactly 'AcbarSamhita* means, 
there is nervousness everywhere. What is 
striking is over-obedience. It shows that the 
people are fed up with senseless unrest and 
want some respite. Tbe rule of law has 
gained anew respectability even though law 
protecta injustice. Status quo is no more 
regarded as worse than chaos without an 
alternative. Other factors are also no less 
noteworthy. The guns are calling far vote 
boycott. Cameramen are calling for 
photographs. To make the confusion 
complete government employees are on 
strike. There is an ahr of suspense and 
uncertainty. Will tbe election take place at 
a|i? 

Everybody knows that there is no family 
planning in Bihar. This is true for the people, 
leaders and ministers, not to mention the 
chief minister. Family trees have grown, 
now yielding fruit. The trend has infected 
political parties in general. Election year 
being fertility year, numerous political parties 
have been bom. This is to accommodate the 
bumper crop of leaden. Aspiration* ran 
high. All are equally confident about victory. 
Only tbe people are worried. They arc 
Ending their defeat on all sides. The most 
talked about person is T N Scshan. Tbe 
most discussed party is tbe party of vote 
boycotting ‘Maoists’ (theMCC). The two 
combined make headlines in the Bihar 
election. 

However, this election has presented one 
important feature requiring serious 
pondering. It has Inid bare a fractured polity. 
What was conoealod has been revealed. Every 
.tarty is torn. Every organisation is 
fragmented. Every lender it heckled. 
'Tickets' ate acting as the missiles. It 
appears, the parties became brittle long 
back and have now crumbled with a mild 
stroke oTticket*’. In this election thecanaa 
of fear is not from outside but from within. 
ADparties are centres of discord. Dissident* 
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of one party are blessing the official 
ca nd ida t es of other parties scared by tbeir 
own dissidents. The biggeet party in the fray 
is tbe party of the dissidents, at lewt in terms 
of the number of candidate* in tbe field and 
so they well deserve a separate election 
symbol for their 'dissidence'. The ruling 
Janata Dal has one plus point. It waa never 
•party but a crowd with a sentiment clinging 
to the hallow of sane leader. In Bihar even 
that wonder got ruptured. The Janata Dal got 
divided. Tbe Samata Party waa born. Being 
born, tbe Simata Party ia also tom. Tbe only 
ex-chief minister it had to show in its fold 
has left. However, those who are not getting 
tickets from JD are seeking tickets from SP. 
Still there is no dearth of‘ticket collectors'. 
Ultimately the crowd has to be dispersed by 
alathichwgefromlhechjef minister'* house 
So is gone with the wind all the discipline 
in the Bharatiya Janata Party. Even the 
exclusive grace of Lord Ram could not save 
it from disintegration in south Bihar, the 
region where it gets seats. Armed with the 
expertise to demolish tbe Babri masjid. the 
ardent devotees of' Jai Shree Ram’ are now 
out to demo! ish the party in south Bihar. The 
quarrel over giving tickets give birth to a 
Vananchal Mukti Sena' and tbe Sena 
immediately after taking birth is out for 
assault. It started from Bokaro and Dbanhad. 
It was a devastating spectacle. Offices were 
stormed. Flags were torn. The holy lotus was 
trampled upon. Congiess(I) has remained 
always a house divided, but a new chapter 
has been added recently with the mighty 
Aijun brought to heel by Rao in Narasimha 
‘avatar'. If the fall-out in Bihar has been less 
ugly, it is not because of any newly-acquired 
restraint, but because of the party's overall 
bleak prospect in election. Similarly, 
Jharkhand i* also caught m tbe ejection 
cyclone. Going to tbe Bihar assembly is 
more important than getting Jharkhand. So 
before Jharkhand it separated tbe leaders 
have got separated over the distribution of 
election tfckettJ4owbatf-a-doaeil Jharkhand 
parties are in the fray along with dozens of 
rebels. The left evea after maintaining s low 
profile in Bihar after Us bond with JD, is 
not free from the tame symptoms and some 
odd caaea have be wildered the oM guards 
now marginalised in the p r ese nt political 
scenario. 




When election tickets could divide parties 
into parts, the fate of the Fronts can well be 
imagined. All calculations bavefaflod for all 
tbe conunoo Runts. Tbe Bihar election is 
broadly being fought b etw een pro-Lafeo 
and anti-Laloo fronts. Despite lofty claims 
of fielding a common candidate in a 
constituency by the pto-Laloo Root there 
will be a number of officially acknowledged 
‘friendly contests' amongst its constitneots 
which are unlikely to remain friendly at the 
end. Moredver, these will remain thinly veiled 
rebels agamst each other. As in the liberalised 
market economy shares have becom e free 
for buying, so in liberalised politics the 
tickets of many new-comers like the Bihar 
People's Party have been made available to 
the rebels. Tbe position of the anti-Laloo 
Rant is even worse. Apart from Con gre i s Q) 
and BJP upset with their rebels, all efforts 
at unity amongst Samara, JMM(S),JMM(M), 
CPRML), etc, have floundered on the rocky 
soil of ever-arching aspirations and claims. 
All permutations and combinations have 
failed. Every accord is leading to further 
discord. The capital of each party is the 
allegations against others. Nearer the parties, 
the more fierce are the allegations. 
Accusations and counter-accusations rent 
the sky. With all this, the Bihar election ia 
likely to be a free-for-all even with fee 
formidable T N Scshan as the referee. 

Thus wife all parties in disarray and fee 
leaders scared from wifeitt, Bihar is heading 
for elections. Every party m e mb er has 
become an island and the sole objective in 
politics is to contest the ele ct ion, To get 
elected is to get power. Power gives amey. 
So to get rich quick one must get p ower 
quicker. Enhanced pay seal pcsks of Bfem 
MLAs are an additional attraction. The emte 
and religious analysis of each party's 
candida t e* has come in the media alongwife 
similar analysis cf the e lectorates deep i tefee 
census being silent on that In ail doctoral 
exercises, ideologic* and principles have 
taken a back seat. SotheCPl(ML) attempted 
to make a Root with Samata and JMM(S) 
though its land struggle was against fee 
former in central Bihar aud it was opposed 
to tbe Auukhaod Area Autonomous Council 
(JAAC) spo nsore d by JMMfS). Election 
manifestos have become a non-i ssu e, wife 
now taking feta seriously. This reminds 
mcofmmcvfeata*sratodbyfeeloaeCn(M) 
MP from Orissa. When he along wife fee 
late Ramode Das Oupta went toowetBiju 
Patoaik on election eve, Patnaik said 
immediately. “Romodedaynu nead nothm 
taken this amble. We have theady acceded 
Bhubaneshwar mat to (he CPKML" Whan 
Daa Gupta resisted on mats c ommon 
programme Patnaik hasriadty signed an a 
white paper and gave that to Dm Gupta 
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typeoeiteat mi gMkko ten Ami. Toi 
■naked Prcenode Du GnpUBjfo smiled and 
(aid, “after all, neither you nor I will 
impfomaut them. So what is the tae of 
exercking oar mind on thatT Thu* the rot 
(tatted quite some time back. ' 
Itoughhtthtzadoastomakc predictions 
about the result of this uncertain election, 
preliminary indicatioas ate that Laloo Prasad 
will win.-He carries some vague popular 
sentiments, while his adversaries have 
nothing except venom against him. But this 
will be the |ast chance for Laloo Yadav to 
make structural changes to accommodate 
the psychological changes be has brought 
about Here tee left will have a pivotal role 
in designing that new structure. Bntthe main 
question is whether the present fragmentation 
of politics and lack of principles are stray 
instances or a phenomenon deep-rooted in 
our body politic. The symptoms point out 
to tee latter. Where does lie tee root of this 
shaming development? The root is in the 
capitalist way of development, which sham 
of all control has taken a belligerent form 


lBWiyrww upotwHic i?«wy woortni 
the Mina of l ib er al pragmatism a world 
witbeot idoak hu bee* declared the ideal 
world. Whether the cat is black or white, red 
or yellow khat matters new ii whether it 
can catch mice. So in this world ideologies 
have no place, restraint is foolish, society 
is nothing, aelf is everything. Consumerism 
and acquisitiveness have acquired a new 
respectability and corruption has became a 
part of life. Long-term planning has been 
replaced by short-term gain, creation by 
hard wotk by collection by clover manoeu¬ 
vring. The social fall-out of this policy is 
the malignant growth of individualism, 
selfishness and inconriderstioo embracing 
all parties, all organisations, society and 
even the country. This calls for a great social 
revolution and restoration oflostmoral values 
which would mean in the present context 
immediate reduction of pay and perks of the 
elected members at least to half, radical land 
reform and self-reliant industrialisation on 
which all parties are silent in their election 
manifestos except for some vague wailing 
over the state of affair* in Bihar. 


Hand-Knotted Carpet Industry 
Myths of ‘Export Drive’ 


' \ ' ■ V • ^ A*-- 

■ nuttWon. Bveoif it * avaHaMe 
putivea.thepreMureonanchlandiswhigb 
that tee pm capita availability fails much 
short of the optimum requirement. Besides 
scanty rainfall which it tee ease with 
Rajasthan, the largest producer of raw wtol 
in the country, there are other factori which 
need to be considered seriously as a put of 
the study of the initial conditions. 

The most important of all is the steady 
decline of grazing lgnda. Ftir instance, at the 
slHndial level it declined from 14,810,000 
hectares in 1963-66 to 11,967,000 hectares 
in 1985-86 and 12,038,000hectare* in 1986- 
87. Coming to Rajasthan it declined from 
1,840,275 hectare* in 1985-86 to 1,824,312 
in 1986-87. Theworry is that the grazing 
area per livestock which comprises cattle, 
buffaloes, sheep, goat, horses and ponies, * 
mules, donkeys, camel and pig has gone 
down in a state like Rajasthan from 0.20 
hectares in 1972 to 0.16 hectares in 1983. 

It appears to have declined further in 1988. 
The government of Rajasthan's Draft VUI 
Five-Year Plan noted with grave concern 
teat “the proportion of land under permanent 
pastures and other grazing lands is not only 
low, but also has remained broadly 
unchanged and with the increase in the 
livestock population particularly sheep and 
goat, the available village pastures and 
grazing lands have come under severe 
pressure". The study conducted by IIM. 


Small Ray 


The myth of the international competitiveness of the Mian hand-knotted 
carpet industry rests on an arrangement where raw material cost is 
depressed through an imperfect market which prevents the raw wool 
producer from recovering his cost of labour and where the social cost 
of depreciating grazing lands is not reflected in die cost structure, 
finally, there is the well documented abuse of child labour by the 
industry. 


THE New Economic Policy of the 
ovorament of India has identified the 
wooiion textile industry as one of the export 
throat industries. To enhance the level of 
export of carpets (hand-knotted carpets) and 
achieve better competitive edge in the 
international market the Indian Woollen 
Mills Federation, Bombay, has estimated 
teat 62 million kgs of raw wool of good 
quality would be required by the end of the 
pcrilury out of which 42 million kgs have 
to come from the indigenous sources as 
(gainst tec present level of 16 million kgs 
of wool which is suitable for carpet 
manufacturing. The balance estimated to be 
20 million kgs is to be met from import. The 
at port drive perse in the face of BOP crisis 
may not be s matter to be disputed in the 
short run. The matter of great concern, 
»wcver, is bow feasible the ‘so-called' drive 
is and at what long-run social cost the drive 
m undertaken. 


The export potential and, therefore, the 
export 'drive' need to be viewed against the 
initial conditions of production of raw wool 
carpet and the long-term social cost to be 
borne by the economy. The mitral conditions 
of raw wool production are the availability 
of grazing land and increasing scale of 
reproduction of sheep and for carpet the 
initial condition is the availability of huge 
man of child labour. In order to optimise 
the wool production of sheep, 10 per cent 
protein level in the daily ration ( Report 
of National Commission in Agriculture, 
Part VII, Animal Husbawby, New Delhi. 
Ministry of Agricoltnre and Irrigation)^* 
required. The problem which is increasingly 
intensifying is that the pasture and grazing 
lands which used to provide optimum 
nutrition level by virtue of having mixed 
tvoe o f harbagecontaining both let am input 
and eon-legu m i nou s forag es and gratae* can 
no longer provide such op timum level or 


Abmodabad. reveals that the area under 
permanent pasture and other grazing land in 
Guj amt is steadily reducing with a declining 
growth rate of 0.3 per cent. In view of the 
decline of tee grazing land on the one hand 
and increasing competition due to increasing 
livestock population on the other, one can 
well imagine bow much would be the per 
capita availability of land for sheep for 
grazing. One of the major reasons it that 
more and more lands are coining under 
cultivation with the help of new sources of 
irrigation. This is further aggravated by the 
uninterrupted illegal encroachment of 
grazing land by influential people in the 
rural areas far cultivation leading to further 
shrinkage of the common pasture land. 

Added to it, an emerging phenomenon is 
teat young men and women are gradually 
rwitchmgtirctf occupation from sbeep rearing 
to others like agriculture owing 4o km 
returns in sheep husbandry. Tbc reason for 
such low return in Rajasthan is tee large- 
scale appropriation of value added of raw 
' wool by the middlemen and conun issk>n 
agents who finally pass on a very smaUsbare 
to the raw wool producer*. Over and above 
this, large import of raw wool from New 
Zealand in the recent past, which bas been 
made possible by drastically reducing tee 
import duty, hu reduced the price of local 
wool. Even devaluation oflndUn currency 
does not appeirte have helped in wising 
prices. AH these factors are likely to 
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in export-fed <femkadf?rtW wooibytbo 
torifpftbeoeatgry, Hfrfeupiedfeto remedy 
om could foreseen increase of import of 
raw wool,'Which_m4ll bare i t* droeferuting 
effect Od tfaeprioe of local wool furtbor. 
One may not then wonder if the increasing 
industrial capacity especially for yarn 
mamrfac taring it miinuiatd largely by 
import inthe abaenoeof the supply response 
of tbe local raw wool producing lector. 

UMACOHMaeCorn 

According to tbe neo-classical theory of 
trade a ootmtry that ha* relatively i. large 
supply of one factor ii eaid to be abundant 
in that factor, and the relative coat of 
production of tbie good which veer the 
abundant factor mote intensively, other 
things being same, will be lower in that 
country. If scarcity margin of natural 
resources like grass and grazing land is 
estimated even at shadow prices and 
incorporated in tbe cost calculation, then Ac 
cost efficiency will be higher in tbe 
endowment structure, so much 10 competi¬ 
tiveness of the carpet industry in the 
international market will fall drastically. 
The grazing land which is subjeqg to 
constant depreciation is still considered to 
be abundant because no mechanism exists 
to account for the scarcity margin. Yes, 
abundant labour, including children and 
old aged people, is available and, therefore, 
the supply of labour to maintain the sheep 
flock and produce wool is assumed tp be 
infinitely olkstk. Resultant subsistence 
wages are eo low that taw wool production 
has turned put to be incidental, thanks to 
the meat markot which has at loss tallowed 
the sheeprearing activity to continue still. 
The millions of sheep rearers have, of 
course, no reason to expoct to recoive more 
than what they receive now from the 
existing ‘oligopoiistic-monopsonistic' 
wool markets. While surveying tbe rural 
arcaa of Jodhpur, Jaia aimer, Bikaner atid 
other parts of Rajasthan and thu wool 
markets a huge difference is found to exist 
between the prices received by the wool 
producers and tbe price at which it is sold 
to the final users. 

This brief illustration explains (he inner 
dynamic of ‘teal market* which is riddled 
with infcrmalcoBfirscts through personalised 
interchanges and embedded with various 
exchange relationships. Conventions, 
=onttw«Ml interlinkages andasynuuetry 

Information are the nties that dictate* 
the process of peioe formation of local 
nod Utisoontinnes to happen In roils of 
toveenmaotiaferte ti o a wh ere b y chang e d 
m sosqfais thsetrootMm of exchange, ha. 
«n imgairfect t ummfwtiiy market Uw nod 
nnii1rntrtKifiM<fc>n_ iHbciiflviiffkikdCT 
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sbot^andte cent wf-'Mfen* it never 
allowed to reflect k the acoat price of the 
produce, 1st alone the nocislcost of ever 
depreciating grassland. Notwithstanding 
such expropriation, ‘distress sale* of raw 
wool continues and win coetinoe so long 
as'the opport uni ty cost of she a r hw riw md ry 
as an occtqsstion which fetches money totfae 
teams by way of selling sheep, wool and 
manure is higber thsn (hat of the other 
occupations*! thermal areas,Such'distress 
sale* of raw wool is one of tbe factors 
responsibfefor keeping tbe cost of production 
of carpet Jow. Thts does aocjate that the 
price paid by (be final user, the yarn" 
manufacturer for raw wool fe low. It is 
certainly, as mentioned above, higher which 
is why the middlemen and commission 
•gents are able to make considerable profit 
out of wool trade. But the point is that if 
the cost oflabour and other inputs is reflected 
in the price at which the raw wool producers 
sell their wool, the cost of production of 
carpet would then be much higher given the 
same share of the middleman and the 
commiaaion agents in the final value added. 
Hence, tbe cost of production is lower not 
because of infinite elasticity of labour supply 
for raw wool production but mainly because 
of imperfection in the commodby market for 
wool Now suppose that supply of labour 
in raw wool production is clastic owing to 
the relative increase of opportunity costs of 
other occupations, viz, agriculture. It means 
that leas number of people would be prep ared 
to work in sheep rearing activity. It would 
lead to reduced wool production which 
should eventually entail scarcity margin to 
tbe producers. However, as mentioned above, 
market imperfection will not allow such 
margin to percolate down to the actual 
p rod uc ers. Brea if it happens, the extent of 
it would necessarily be marginal given the 
degree of imperfection. Mae so, scarcity 
margin cannot be assumed to be too high 
toraise the price of local wool because such 
scarcity can easily beremovedaod is re move d 
at present by the import of raw wool. In 
addition to it, if pricing of grazing of the 
depleting grazing land is introduced sod tbe 
raw Wool producers arc asked to pay the 
users' charges, then it would reduce tbe 
opportunity cent of raw wool production 
because market imperfection in the wool 
maskeUBsynrtalkwtfae m wwoo l p w d uia er t 
to recover such durges. If it Is recovered 
by them then one esn watt imagine bow 
much relative seat of production ofcarpet 
would be. Hence, hu situation where ia« 
material coat is kept low through an 
imparfectmasket whkh does not allow the 
cost of labour of the raw wool p roducer 

)Md to to itikttttd ift llfe xoit tarootin. 
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iCmp l-»cnE A99 CkMUMpI ■ 
The lartimportaotaepectwtich is known 

and well docameutad is the use of child 
bdioarhtthe carpet industry, flow geferiae 
is the competitive advantage of theindotty 
gained by subjecting children to inhuman 
labo u r pro ce sse s is anyfaody'agueas. T bs wks 
to poverty, there is infinite elastic supply of 
labour of children and, therefore, ‘distress 
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here. The issue is how doe* one »ce the 
export potential of band-kaottod carpet 
industry of India when a strong movement 
against the buying of carpet produced by 
puking use of child labour regaining currency 
world over especially in the major carpet 
importinf countries from India? Of course, 
these is little to be bewildered about the 
frequent pronouncements of the state on the 
legislation on enforcement of child labour 
regulation act. For several such pronounce - 
. meets were msde in the past but to no effect. 
It all depends on whether the government 
is interested in resolving the conflict between 
its understanding of the problem of child 
labour and its objective of earning foreign 
exchange. The state, of course, claims that 
child labour i* a 'harsh reality' produced by 
poverty .which forces many families to sent 
their children toworktoensuresurvival.lt 
appears to be acorrect understanding on the 
part of the state. However, correct 
understanding is one thing but remedying 
the 'harsh reality’ is another thing, because 
a clash with the objective of foreign 
exchange earning in the present context is 
absolutely certain. What position is the 
state then going to take: earn foreign 
exchange through export drive or remedy 
‘hanh reality’? 

Child labour is indispensable for the 
industry to survive in the international 
market It is a living human technology with 
the well defined requirements of the tender 
fingers of the child labour with easy 
flexibility. Adults’ fingers and machines are 
no substitute far children's fingers in 
manufacturing carpets and achieving 
competitive edge in the international market. 
Hsince. if the export drive is to succeed child 
labour is bound to be there in the carpet 
industry not only because it is available at 
cheap rales, butchiefly because it cannot be 
dispensed with. 

Both the huge mass of raw wool producers 
in the countryside and the children in the 
carpet industry are engaged in bringing 
foreign exchange to the economy which in 
exchange pays them to meet the cost of 
survival. The 'distress safe ’ of labour power 
ofboth these productive forces may continue 
to feed the carpet industry so long as their 
survival is at stake. But what cannot feed 
the industry any longer at no coat is the 
depicting natural resources, i c, grass and 
grazing land. 

It is acknowledged even by the ‘free 
mmketen’ that oniess the initial conditions 
of production change, globalisation has no 
effect on economic development. On the 
basis of this assertion if a move is made 
to change the initial conditions by way of 
(1 )incoiponthfg scarcity value of grazing 
land in the cost calculation, (2) removing ■ 
; impericctkm in the commodity market of , 
- wod, and (3) replacing child labour (or . 


no consideration JfctewnwMpa -carpet 
industry can be Identified as an oujtoH 
thrust industry. 

Therelev«ntu»uetben»»ottbc*bortrun 
calculus of gain accruing to the economy 
through export, much more important than 
this it the long run economic development 
vis-a-vis social coat the ecoocany is going 
to bear. While concentrating our attention 
on export earning through carpet manu¬ 
facturing we have, forgotten the fact that die 
varieties of local wool produced in our 




Mbs then the tegs dotidii^j „ 

' is yet to be tapped can .ttjggtw off lo ee B aed 
process of development in die absence, of 
Which no amount of foreign exefaange can 
tiring about economic de velopment Even if 
wo assume that iohg nm facial cost dan be 
addressed by restructuring foe production 
conditions that could kind credence to the 
export drive at least in the short run, the 
questi on remains to be answered whether the 
state can afford to do so. 
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the second Vfcrtj sryedh convention at Latur focused on the transition 
the subaltern struggles have gone through and the issues diet continue 
to riddle them, The convention agreed one multi-pronged approach to 
social rectify so as to amid compartmenutisatkm of progressive 
energies. 


li ' 

.Maw 1 TNCfmpabUc Meter rente* private 
Mctor. w Mr mm, Who me essential at 
Aria juncture wm to wmsidre^ working 
elm not w ithi n the antitisiatiat 

tamnk baaed oq geographical Um of 
dhrisioc bat from tbe labour point at view. 
In tbit context Sue found tbe managerial 
techniques of tbe wect progressive and 1m 
man humane compered to tbeir Indian 
counte r part s . Hi* three-po»t profnane 
bated dentocratisatioo within tbe factory 
system, rational utilisation of Lahore and 
demo-cratisatioo oflabour unions a* priority 


TWENTIETH century baa witaeased 
tesantoou* change in all sphere* of life. 
Awesome technological strides under tbe 
aegis of capital ism have helped market forces 
topeootrate (be remotest cocncr of tbe globe. 
Industry and agriculture, space and culture 
have been increasaigly colonised for capital 
atxamailition. Butlbecaioasal booty garnered 
has Dotreachedeverytmcmoquitshlr amount 
Inetead, the profit-seeking drive baa 
endangered the life chances of many, 
r endering them p e ri p h ccal fa its historic march 
towards superabundance. Theee victims of 
ptogiew have rime and again thrown up 
incisive critique* of existing development 
p«»adi|m« and have appropriated histories 
to mobtliac thcirieapective identities as sites 
of refinance. The second ‘Vicbarvedh’ 
convention at Laturfocuaed on theae subaltern 
identitiea, the transition tbeir struggloa have 
gone through and tbe issue* that continue to 
riddle them. Raoaabeb Kasbc. a noted daht 
thinker, presided over the convention while 
Narayanturvo, the president of the Marathi 
SabityaSammel an at Patbhani. was the chief 
guest Thsoonven-tion, organised out of the 
oootributians of the toiling messes of the 
Comrade Krutoisimha Nana Patil Trust, 
unanimously appealed for a multi-pronged 
approach fowaids social realky so as to avoid 
compart-mm tsltsatioo of transfonnatory 


Rnou Accumulation and 
Wontaw Class 

Rgjiv Sane, a trade-unionist bom the 
industrial belt of Satan, recounted tbe 
moneutows drift* that are taking piece in the 
prodnerioo pro c e ss es, both atlevel of 
industrial organisation and at the level at 
labour market structure. The old Fordist 
aftodslof we production is being wpie oed 
by small compact firms producing goods in 
b te chre . The eocnosnies of scale which 


by ri» econoariw of scope wdtkh Involve 

within rite 


affect*, labour iiowitfegnt in two ways. 


atransitotyooer eaeiBMin g Hut between the 
consumer and tbe vendor. The workers 
congregate in small guild-like smroandinga 
scllteg their product occosrtract So the owner 
who further processes it. Sane referred to 
this process as peasantisalion of the industrial 
workforce. Secondly, due to the reduction 
in peananentworkforce, the lab o ur teac h e s 
into two categories - the displaced, 
aottstimringthe majority, and the assimilated, 
forming the minority. The latter has all the 
privileges and becomes status qaoist, 
neglecting its responsibility in larger 
transformative endeavours while tbe farmer, 
yeasningfor betterment, lacks cloutbecanac 
of its dispersed livelihood. Sane visualised 
the interests of the displaced and the 
workers as heading towards 
collisioa. The exit policy which allows 
retrenchibeot without prior approval of the 
government is a constant threat to the 
assimilated worker, while depriving the 
unorganised labour of protective mearotp 
furthers the insecurity of the displaced 
worker, the displaced labourers toil more 
and make available then wares at a cheap 
rate so as toaustain themselves in tbemadcnL 
On the other luted, tbe assimilated workers, 
decreasing in size, eventually become 
redundant. Their earlier strategies of go- 
slow or strike are no more effective 
bargaining encounters since most of the 
execution now takes place beyond toe so- 
called industrial premises. These changed 
contours by undeonining the otyectivc basis 
of clam struggle have far-reaching consequ¬ 
ences for tbe working class movement. 
According, to Sane, with increasing 
stratification and int er pe ne tration that is 
occurring within the wodring class, the most 
touted slogan of working class solidarity is 
b e coming obaole te .Ou the trade unscnfrooL 
the public sector, the main base of p^- 
based labour unions, ianpid^y diminishing. 
I n toc^jrivate sector ownerspEMMand or 

with party -b as ed unions facing extinction. 

||||g gi cfofafjptf ilwo 

put femwal bkrtfeswist programme He 
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to mitigate expiottetio n. He 


Though Sa ne prese nted sn obj ective p i ct u re 
of tbe con temporary transformation of the 
production sector astdits implications for the 
industrial walking class, he made no attempt 
to fotge a new. non-indualrial identity of the 
toiling maaaea given the changed mode* of 
labour control and surplus ex t raction yin 
spite of announcing the redundancy of the 
industrial workforce a* the r e v olutionary 
vanguard, itis tbe very same industrial (and 
assimilated) labor* that underpins Sane’s 
reformist programme. Sane definitely does 
not chum an end of exploitation with tbe 
advent of TNCs but at tbe same time fails 
to derive logical conclusions from the shaft 
m tbe terrain ofcx p l od sti n n th a t ac vomp sui te a 
the entry of TNCs No more CM M 
emancipatory action plan be rtwnri Start in 
pure class teams. C re te , gender and other 
ethnic categories of the oppressed need to 
becoaae part and pared otf soy toc u ret kal 
formulation rcgsrdtogiliiiiru iMsrteati natal 
division of labour. Bhalcfaanrtlf.Ctefik a 
CH trade nuiossist of Aurangabad, igtirsd Stef 
this pontion wben.be called fora radical 
rastroctning of the theoretical bass and 
organisational efforts of the cWbaltotetK. 
Unking th e agi t ations ofbln*- cdfag) ri M fc)» ra 
with that of date, s 
lector. 



More iniighta into toa trajectory of 
capitalist growth were p ro vi ded by the 



feminist, Maoist feminist and rntocat 
feminretporetic ns ongMdsr ^ n ed toritstw 
of labour. Both, liberal and Marxist 
feminisms, saw technological progress 
Ubcreting women Grom the prison -bo n er of 
domestic drndgery. Both conceived nqaal 
status of women in toe public sphere re ton 
halhnafk of an egalitsriae society. Though 
both schools deny biological basis of gindor 
discrimination, Marxist ' ' ' 


vase property .Qaosprire te 
property is s b otohed, as in cosnreprito^ 
wfll no more he chained to Iter 
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WpMtttioe.Retecai fomtotent highSghts 
(Wider difference ted espouses * distinct 
manifestation of fominitt ses is ibi t ity and 
gqpwreionthroughouthtoiasy.Boofemailnn 
develops apon this experiential faculty of 
women and organically situates their 
predicament within the contemporary 
phenomenon of ecological destruction. 
unlike liberal feminist concern fat equal 
. access to opportunities, Marxist feminist 
crhkasmofcapitaHstcwnenhipofprodtKtioo 
and radical feminist stress on cultural identity 
and signification system, ecofeminiam 
problematises the eputemo-logical basis of 
capitalist patriarchy. Ecofeminiam locates 
thcccntrahscd, hierarchical and exploitative 
capitalist growth in the dividing practices 
legitimised by enlightenment By defining 
progress as successive liberation from the 
realm of neccasity/naturc and placing women 
and colonies as variations of nature, the 
eoligbtenmootprojectsiDceitsveiyinoeption 
Was not only anthropocentric but also 
ethnocentric and androcentric. Progress, in 
short was the white male's triumph over 
nature. Envisioning woman as part of nature 
obviously reified her work and reproduce- 
ivity. Marx's free proletariat was parasitical 
oh housewife’* unfree labour. The 
ocofeminift visioo unveiled that industriali¬ 
sation, an epitome of enlightenment 
achievement waa based on similar generation 
of internal colonies across the globe. It 
queatiooed the equation ofdevelopmentwitfa 
technological advaocemcntand dearly stated 
the impossibility of restoration of regional 
balance in the given framework -of 
development 

Oatar opined that the left parties in India 
concurred with the Nehrovian model of 
mdurtriridwetopment and hence were unaMc 
to provide a long-lasting solution to 
unemployment md poverty. She feared that 
under O ATT rural India would witness and 
enclosure movement similar to But which 
occurred in 18th century Britain. Shortages 
of fodder and drinking water would grow 
and women would bear the brunt of the 
burden. Dstar's ecofeminist blue-print 
advocated: (0 Equitable distribution of water, 
not on the basis of size of landowncnhip but 
rotbesireoftoe family .This would empower 
even toe landless families in asserting their 
right to water, (ii) Women exerting right over 
toe pesmaoeot assets dev el oped in the viemity 
of toe villages under EOS. And (iii) 
acknowledgment of toe right of toe village 
over toe wasteland surrounding it 

Though the ecofeminist critique of 
enlightenment value-system has points of 
moral strength and has aoroe grass roots level 
micro e xp er im ent* >o validate ita stand, there 
are certain doubts regarding bow effective 
toe critique will be in dismantling toe 
Jbegemouy of global capital. The critique, 
Jftotead of pnfitiriring toe space which at 
J|ip«amuc<stainlycaph>^ 
te j iteto mto pol itici sation of place which 




macfotoveLlafact.f 
toe first step toward* dreumveoting tfae 
widening gapbetween toe first and toe tow 
world be to terminate international trade. 
This naive position overlooks the exteat to 
which the global i« getting enmeahed in the 
local and determming the emerging coo tocn 
of toe latter. Moreover, reading toe shSrp 
polarisation predicated between toe global 
and the localintbeecofeminist texts ooegets 
as uneasy feeling that the ecofemmists are 
falling into the trap at dividing practices, 
which they themselves condemn as i legacy 
of enlightenment Many critics of capitalism 
hive hingod their alternative projects oa the 
hope of an imm meet crisis within capitalism. 
Ecofeminiam plays upon this thane of 
downhill trend of capitalism and expunges 
the possibilities of counter-chocks and 
counter-balances engendered within the 
present phase of global capitalism. ABaliraja 
4am. however path-breaking in the develop¬ 
mental field, cannot negate the geo-poli tic*} 
dominance of IMF and World Bank and the 
need to counter them on their own terrain. 

Other discussant* hardly addressed the 
iasuearaiaed in thepteaentation and proceeded 
to voice tbeir own judgments on the women’s 
movement While Nishe-Shivurkar of the 
Socialist Front called for stepping up the 
anti-liquor campaign to pressurise the 
government ou toe issue of prohibition. 
RajcrxkaVon, apolitical scientist from Pune 
university, expressed his disagreement with 
Chhaya Datar’a lamentation that there has 
been* paucity of theoretical engagement in 
the women's movement. According to Vora, 
thereha* been aapateofwomen study centres 
in the academia which has never been the 
situation with any other movement of the 
subalterns. He argued that by getting 
entrapped in setting up legal consultation 
centres, the women’* movement has lost a 
sense of broader socio-political change and 
hence incidences like Jalgson sexual 
blackmailing occur.-Ram Bapat tried to 
counter-balance this lopsided evaluation of 
women’s movement by commenting that 
setbacks are being experienced on all front* 
and hence it would be injudicious to make 
my one movement ascapegoet for social ills. 

RBtBpmmo ‘Twi PouncAL’ 

V D Phadkc narrated the uuuumt in which 
satyaahodbak principles ofPbute'smovetDsnt 
got diluted by his self-proclaimed followers 
in toe latter phase of the non-brahmin 
movement. Phule was for simple hod 
i ne xp e ns ive marriages without * brab&m 
priest The non-brahmins though they may 
have rm u l rted Phnk on toe latter point, 
neverthe less i ndulged to ost e ntation* 
marriage functions. Photo'was a, staunch 
su pp o rter of pro hi bition hot four ont of toe 
.19 non-brahmin l eade n e lec ted to the 
legislative cocndTin 1925 were owusra of 
liquor-dens. Kabart, a p erio dic s t ran by 



hbnaetf ftroratali claims of Tteh a triy to ted . 
Saty asbcx&afc tosderehipwalcteradtoriied 
by noteworthy ahseoce of aristocratic 
marathaa, kayasthas, Urigjnyteto uaad jaiat. 
These very social groups Uuo mupolteeit the 
toadcwMp of the non-brahmin moresaant 
sod kindled a pride to the kahatriys status. ’ 
Many afamily started excavating (inventing) 
their links wito the royal Itoeagee of toe 
north. Genealogies started to be fabricated. 
Kadams datoted to be heir to Kadamba 
dynasty; Mona forged their links with 
Maury as white Bbonsato* sought prestige 
through rejput Suodiya*. Pbule conceived 
the toodras end toe ati-shudras as toe social 
revolutionary force. But toe non-brahmin’s 
definition of babujan entailed deletion of 
brahmins on one hand and that of toe dalks 
on the other. Phule’* diatribe was against 
both, sbetjis sad bhatjia (marwari 
moneylenders and brahmin priests), but the 
non-brahmin leaders overlooked toe former 
since most of them, especially the Chettiy are 
and the Mudaliyais of Madras province, were 
engaged in trade and credit. Lastly t Phule’t 
stress on universalitation of primary 
education too, was neglected in the non- 
brahmin period even when Bhaskarrao 
Jadhav, a non-brahmin leader belonging to 
ieapectabfemarathafamily, was an education 
minister in the governor’s council. In short, 
aatyashodfcakVtotal boycott of religious, 
economic aAd political middlemen got 
occluded in the non-brahmin phase to in 
anti-clerical glance. 

Commenting on contemporary socio¬ 
political situation in Maharashtra Phadkc 
made two observations. He remarked tost toe 
recent attempt* to project Phule-Shabu- 
Ambedkar as nationalists was a move to 
strengthen the image of the Congress as the 
sole inheritor of the nationalist struggle. He 
cautioned that the leaden involved to caste 
politics should keep in mind thst organising 
people on caste lines should be Men as an 
inevitable but not a commendable step. 
Otherwise, the sad part of present-day reality 
it that those very leaders who are foremost 
to the straggle to annihilate caste turn out 
to be most conceited when matters come to 
then cast* identities. 

The overall thrust of Phadfco’spresentado n 
was that toe original inspiration* which guided 
the satyaateodbric movement during Photo's 
and Shahn’s time suffered an eclipse in toe 
1920s. The mate atasen for this debacle was 
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asaaeteb-esriteaaloneandlbanan-teatonto 
ma wtesto reepeteteal one. Tbelamiutioo 
' ofteitftoosutieal paradigm istoaritptetehtee 
toep etktoalonly with reference t i te a British 
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adequate space, it should be seen that tlu. 
emerging diversity is not ghettoiaed ink 
poMtiorittar^TlbobtemsiTihingcftfae Fouceett’soOocoptice of micro-processes of small enclave* sod deprived of an access M 

poitdoaheBi i(N I »o *i p a i at jvw»nrhlind i one power need to he understood fa die context a more authentic tmiveaval narrative, 
from grasping flte hk k ro p et t iest ros a ^ of hi* snti-otopian virion. When Foucault 

of Pfnrie’s orartiy jiocdo-aiboral activates. speaks of multiple sources of power be Buumo New Bnxs 

b bis context, tbs o wnsroo* journalistic dismisses the conventional approach of 

vaeteraa apd psmphkteeriag of die non- attributing so emiaeot position to the centre The destruction of Bsbriaasj id baibad!) 

brahmin* in tbe lWQs should not be »s thefoaxce of power, and instead seokj to shaken tbc faith of Indian Muslim* in ti» 

doc um e nte d *» merely cokaral happenings felstivise power by contextualising it* Indian stale, b laying the foundations of i 

bat m events of politicisation of col tore, operations. If. as Guru points oat, caste secular nation, the makes* of the India 

Further, if tfae non-brabepin movement i* Hindu* unite against dsliu on the question Constitution had deposited their trust in fo 

imagmed beyond the Jadhav-Jedhe-Javalkar of pasture land then m case of mafav-maag impartial functioning of foe state machinar 

trio then perhaps one might notice conflict certain sections within dal its become as acounter-force to societal tyranny mfoni 

satyashodhak inspirations still enriching oppressors of their own brethren. Thus, ofconununalism and csstritpi. Bat the riot 

varicoa avenues of non-brshmin social life, power is dispersed, omnipresent and over the pastooupieofdecades havecxporoi 

Hari Narko, a scholar of satyashodhak immanent in a Foucauldi an sense. Moreover, the biased functioning ofthe state a pparat u s 

movement, substantiated this view when he Foucaokwhik speaking ofdispersal of power Faced with the spectre of insecurity, MoaGn 

disclosed the satyasho dh a k lin k s of various does pot obliterate the terrain of resistance, intellectuals have become vigorously voca 

personalities prominent in the field of labour In fact be visualises resistance a* an inaepar- in their harsh appraisal ofpost-iudepcod Ba o 

movement, journalism and co-operative*, able component of any power relation. minority politics and have started to dial 
Koshavrao Vichare, a satyashodhak, was a Similar slipshod treatment was evident in out fresh ways and means of defusing fori 

pioneer in the co-operative movement of Guru’s appraisal of post-Marxism. Citing predicament. One such attempt was th 

Satin. Alao significant is Savitribai Rode, the example of disagreement among presentation made by Fahtuidta Broom, 

a ram os hi and a chairperson of Pune backwards on the issueof renaming of Pone founder of Muslim OBC Front 

satyashodhak samaj. She ran a periodical university. Guru concluded that post- Maharashtra. He yelled out the dangers p 

entitled, Ramdshi Samackar, in 1927. Marxism, which prioritises caste, gender, constructing politic* on t he basiaofietiginu 

race as sites of confrontation, fails to provide minority identity. Religious miaoritiam. 

Class Dbcbniubd a satisfactory answer to above-mentioned for that matter aey nunentiam. according 

phenomenon. Here it is important to note Bcnnur. it based on an implied ui st si on o 

Since independence the nation-state and that post-Marxism emerged as a reaction to separatism. In the age of the wetfme sttas 

the market have been tbc two major forces the tendencies of class reductiaoism and mobilisation on grounds of minnritisriima 

netting the widely scattered Indian populace essentialism dominant within Marxian have pragmatic justification for aeca ri n 

into tbc process of dcmocratisation. discourse. It evolved out of a theoretical cooccasion*. But it also indjwctiyriirnlsSn 

Dcmocralisatioa bas taught various sections engagement with anti-nuclear, anti-apartheid, a fake impression of a monolithic, dhlinc 

of the populace the language of rights so as feminist, and youth move-menu that were community which in days of ronuaUWs 
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to alleviate their deprivations. But 
dcmocratisation has also acquainted them 
with their specific histories of oppression 
and as a consequence has introduced diverse 
voices in their articulation of rights. In such 
circumstances, social movements need to 
give ly theirdogmatic in s iste n ce for a singular 
site around which all oppositions can be 
framed. Gopal Guru made an half-baked 
attempt to enter into a critical dialogue with 
certainpoeitions invogueonthia issue. Guru, 
at the very outset, rejected the liberal 
iutap r Oati on of Ambeefcsr*s vie wof political 
power. The Hberal version, embraced by 
many renowned sociologists, believes that 
a relative deprivation stemming from 
unfolfil mc nt dalit asp iratio n s for status 
upgrsdatioa results in tbs a g ita tions of the 
downfrodkko. Guru liati three reaeoos which 
counter this proposition. Hrstiy, the buddhkt 
c o nvsr s ioii h as p rovided an alternative frame 
of reference of d e te r min ing stattts. Secondly, 
the democratic ckka* 6i Hindutva allow 
d slits a feeling of fraternity, however 
spurioua. Lastly, existence of foe wetfsr* 
stuteactedassbcous.mstilliegbOf>eainoog 
me (uwomm Dovvfom nev eociii 
tfmxhkkm HnwnrLwhwPant anunnti 
to pfabknuatse the lulgrtnii ship Iwtatotai 


spawned in the post-world war west. Ptaat- 
Martism is based on tbc real isation of 
multiple identities of human existence and 
their politicisation according to conjuncture! 
possibilities, h is in this sense that it does 
not accord a privileged position to class as 
the sole articulator of antagonisms. In fact 
the fragmentation of social reality with the 
advance of global capitalism has multiplied 
site* offriction and legitimacy ofaanoaolithic 
meta-narrative has evaporated. 

Nooathckab Guru drew attention to a 
crucial questiJn regarding the relationship 
between identity and representation in an 
emancipatory discourse. Guru observed that 
there bas been arecentmisconceived tendency 
among the dalit intellectuals to arrogate 
authenticity for their positions on the sole 
basis of their belonging to the oppre ss e d 
c ommuni t y by berth. Gum rightly questioned 
the s o undn ess of such argument* as they 
derail Ihe broader process of democratiaation 

ICmbfeedltarofMbL 
pointed out that more than alhouswdi 
of various caste y—yjrik i t f take pi**** ail 
over Maharashtra every year. This 
‘awakening’ has apvtkakr casts figerent 
foeoeutr* of tetparatiou.Thee* various kow 


frenzy contributed to iu easy vtctBUsatmi 
Bereft of any defence* from within, the poke 
of mmoritiam leave* no option but to see 
redress through intern sioualiinrinp of 
grievances. Hence, i n stead of ccnfittfoBg* 
a top-down view of Mushaariitee, Btema 
advocated a view from below that banslfe 
chasm between eUte Mnsfim and plabeia 
Muslim a cfassas wider than tiMt b et w ssi 
the latter and the OBC Hindu. Situating b 
Indian Muslims firmly m the Indian spot 
milieareveak the prcvidcnce of caste s y e ua 
a m o n gst them. Benteu rws nttacamestnrggl 
to be initiated among the Muslims tuniU 
to that of the OBC Hindus. Tbs aahn&s 
view of Muslim religion is a b nhmj a in t 
view and hat in a distorted fashioaprpfecSe 
to the ootsidc world that‘talsk’ is the prim 
problem smo*>gst foe Mnstims lab lUstingl 
foe findings of a survey of seven states, : 
meatkoed by Rama Patel also co nvoy 
that Muslim women list poor edu c ation 
insecurity and unemployment as mar 
worrying than talak at pofygae^r. At fo 
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The government has played a prominent role in pe rpetuating and 
promoting communal prejudices and differences through its policies and 
pronouncements on Babri masjid, Kashmir, Pakistan and other issues. 
An enemy image has been deliberately promoted by blurring the 
distinctions among Pakistan, the IS/. Muslim fundamentalist? and Indian 
Muslims creating an active sense of insecurity among Muslims and 
suspicion in the minds of the rest. 


the Musta. fee**# iHtaiwonhiHw 
unara from ri^KefmmuouauDetar tire-' 
official support for tbs ftxmatioe at Pm 
Muslim Personal Law Board in 1915; or 
corn sa ttans of a symbolic n a h an a such as the 
introduction of a lO-miauie Urdu new* 
broadcast oa Bangalore Dooedanhas: the 
government'i policy ofnoo-lnterftfcoo c 
help* perpetuate debility, la other words, 
it not only emphasised but 


ROSALYN CARTER once obaerved that 
Ronald Reagan made die American mkkfle 
class feel comfortable with their preju¬ 
dices. She was pointing to the re-emergence 
of racial preconceptions, considered 
unacceptable during the 1960s and 1970s 
and to the fact that in its virulent comeback 
the policies and pronouncements of the 
Reagan administration played a prominent 
pmt 

Considering the overwhelming importance 
at government in our lives, and the manifold 
ways in which it influences and governs us, 
its capacity to mould opinions or sensibilities 
is immense. It does not follow that people 
are pliable and can be manipulated endlessly, 
northat human beings are inescapably bound 
by identity. But government can lend social 
acceptability to prejudices, promoting or 
playing upon them, to protect its interests. 
This power ecu in two ways. First, by 
selection, suppression or projection it can 
rake an Issue appear different than it is, 
thereby creating a frame of reference and 
setting the agenda. For instance, class 
exploitation may be obfuscated under the 
more commonly understood terminology of 
caste and community oppression. This 
becomes possible because common interesta, 
values, rituals and memories becQpne media 
for such articulation. More important, 
however, government can choige the balance 
df social forces by its support, or withdrawal 
thereof, for one or the other social group or 
ideological force, thereby conditioning, if 
not always determining, the political 
outcome. In a country the size and plurality 
of India, prejudices are aplenty-some naive, 
others hostile. The problem arises precisely 
when government shows Mas through its 
acts ofeommissioB and omission, indicating 
an ideological preference for one or the 
other. 

Before proceeding any further it is 
necessary for me to make clear my 
Mmmpriwn Two thing s arc no ticea ble a bout 
contemporary Indian society. First, a strong 
anti-backward caste and anti -daht sentiment 
has surfaced under the guise of opposing 
reservations. Second, prejudices have 
Sharpened differences along religious lines. 
While the former gives vent to fears about 


divisivenesi, the latter if perceived as proving 
that religious loyalties supersede all other 
commitments. The terrain oo which this is 
happening is at economic policy which 
promotes greed aid graft at the expense of 
commitment to the disadvantaged sections 
of the population. The apprehension that 
datit-badrward classes assertion with Muslim 
support will undermine upper caste/clm 
dominance informs the emphasis on unity. 
It is not surprising that commonly-heid 
opinions of the privileged caste/class get 
paased off as perceptions of an entire 
community, either religious or political. 
Upper caste prejudices are presented as 
defence of the democratic principles of 
equality and merit, while Hindu communal 
prejudices lend weight to the opinion tint 
in matters of bdkf.oae has to tread carcftdly. 
The incapacity of the democratic perspective 
to hold its own and respond to this challenge 
bolsters assimilationist and xenophobic 
perceptions . They make their appearance as 
'nationalism' and mobilise support in the 
name of tfadr version of the nation’s interest 
or its pride. It follows that isolating the 
nation’s enemies aid upholding national 
unity become holy cows. The augmentation 
in coercive powers of gover nm ent is no 
accident, just as Muslims are the easily 
identifiable enemy for both bigots and 
chauvinists. 

In accepting the primacy of religio- 
comawsKies, political explanations 
iascot^kmotiv^ad readings of events and 
staatiatiR the g overn m ent’s policies aid 
prorajmee m e ntt appear a their worst as 
aberretio us . That is to say, their role in 
delineating the boundaries of’us' and them’ 
appea r as pragmatic res po ns e to prevailing 
conditions and not as a key con t rib uto r to 
the formation of the condit io n s themselves. 
This stands out when one consider the 
dilemma of the Indian Muslims. 

The ducrimiaatioa against Muslim! in 
public life is clear from their tow 
reprea e ntai onlngeverniDeatandcorpowi e 
sector employment. Participation in trade 
and professional services Is minu scule, 
Dofuifl (Mr ap pT tg to py vcfiu wt md 
fiiwio0s is Uijiitsdr dwir oosdMofs, 
of existence do not im prove . Instead of 


promoted. 

■ The interesting thing is that, simul¬ 
taneously, encouragement is given to effects 
which dilute all types of differentiation 
among Hindus. TMs is done through theme 
of religious symbolism * well as the arousal 
of patriotic passions. Lotus recall that while 
everyone was engaged in debiting the Shah 
Bano case, the govern m ent facilitated the 
opening of the doors of the Babri masjid to 
appease the Hindu chauvinists. Few realise 
the importance of the officially approved 
VHP's 'dharmasansad* at Allahabad during 
the KumbhMda in 1986. where the decision 
was announced to demolish tbe Babri masjid, 
which culminated in December 6, 1992 - 
bringing us perilously close to civil war. 

This is where the antagonism towards 
Pakistan acquires meaning. With the 
government harping on Pakistan's alleged 
’proxy’ war in Kashmir, support for 
insurgencies in different parti oftheoounuy, 
and the complicity ofthelSI in acts of terror 
by so-called ‘anti-nationmU’, an oblique link 
is made between an enemy outside with 
enemies inside. Let us recall that the RSS 
always questions the loyalty of Indian 
Muslims by stressing the Arabic origins of 
Islam, endpoints to thereligious and Unship 
links of Indian and Pakistani Muslims as a 
potential-threat. The election commisiioo'i 
(BC) admission that the deletion of the names 
of‘foreigners' isbased on central intelligence 
reports demonstrates how uncorroborated 
evidence is concocted to match this lie. The 
public knows nothing about sucRrepotts but 
the Sangh pnrivar has areefe to them, and 
on their representation the BC promptly 
undertake# the exercise aimed at dis- 
enfranchising Muslim in particular, and 
outer qunonuea ana dents in general, n is 
therefore neces sar y >o explain the. vital role 
played by the manufacturing of thre a ts, 
gen erati on of iaaecurity, and misrepre¬ 
sentation of teaues. 

Om Brer SmawAvs 

The remackaUe Bhg about the print 

liaii ira feuSeiMWrikSwlis tint 
PtikbtaKwegpfedKailtatffdMuMbe raffed 
toIn*‘‘InffaporntliotMr.rtwP Tr i1aci w»d 
tiral tile govenuMnlhaabeitTmaMa to stop 



It ocvii “dat nde aqt t&femBMfif of.*, 
CO njUofwift PsUriae- to Uria dialogue 
between ike hawks •vep dispassionate 
i (Me as hrldewre of ‘national 


cossenans* requiring lib festber debate, 

It is here that allegations against the ISI 
baccmeyignifkanf. Three emerged during 
the ami-insurgency operations Jn Punjab 
and subsequently Kashmir, but the 
pre oc cu pation withgctting Pakistan declared 
a 'terrorist state* by the US gave this task 
urgency, la blaming tire ISI tor the Bombay 
blast, and the Indian army chief B C Joshi’s 
claim that the ISI paid Somalis to a ttf* 
Indian troops, the perfection of the ISI as 
a larger-than-life organisation became 
complete. Not only was it convenient for the 
government to deflect attention from its own 
perfidious role during the demolition of the 
Babri masjid and the carnage of Muslims, 
but it also provided a stereotypical image 
of an easily identifiable enemy both outside 
and within the country, 1 e, Pakistan and by 
association Muslims. 

This association of Pakistan with Indian 
Muslims has not been denounced by the 
government. On the contrary, the ministry 
of defence in its annual report for 1993-94 
speaks of “several anti-India groups ...being 
used to engineer communal violence” by 
Pakistan. Considering the overwhelming 
evidence of anti-Muslim carnage the 
reference to “groups” is a euphemism for 
Muslim groups. Whatever ambiguities were 
there, were removed when the army issued 
a self-serving statement on the attack by 50 
jswans of the 9th Garhwal Regiment at 
Langar Hauz police station on February 2. 
It was claimed that "the handof Inter-Services 
Intelligence ofPaldstanar some ami-natkmal 
elements in the setting of the houses on fire 
cannot be ndedouL Its link with thegnresome 
murder to provoke thearroy is also plausible”. 
Whitewashing the criminal deed did not 
stop here. A press statement by the army in 
Tezpur bemoaned the “spread of Muslim 
fundamentalism among immigrants". It 
voiced condern that “ULFA is recruiting 
Muslims... to please their members - 

Bangladesh-based agents and Pakistan's 1ST. 
That this feeds the anti-minority hysteria 
being generated by the Sangh pari var is also 
clear from the fact that there is no official 
mention of the threat posed to the country 
by communai-fasdsm which time and again 
has brought India to the brink of major crisis, 
sapping it of (bp strength to withstand external 
interfer en c e . 

This paves the way for fantastic dtims to 
make tfar appe ar anc e iaprint. For instance, 
a loading economic daily (The Economic 
nmar, Meseh 4,1994) carried a New DettU 
dateUned story alkgfeg tire* a joint venture 
between Nepal*! Himalayan Bank and 
ftfcfetaft'a HaMb Bsatit will lead to the 




,, kfifbeaooadttitftrthe 
»I; , etc.^JW|a l i fe w n that (he story was fell 
o* iqaccigicfiftt proBflwiooow tucn 
stories baa fed Into antf-Ntistan hysteria 
mo tMrmwnoaaoai nocmo neonDifB. 

hi Hyderabad during the, recently held 
Ganesha Chaturthi, addressing slarpe crowd 
VHP leader Sadhvi RithaaSbera made a 
provocative and 'incendiary speech 
threatening to convert evwymosque into a 
temple, and said That some Mots on the 
country cannot be washed by water but 
require blood. Such verbal violence evoked 
no response from administration; but in the 
same city allegations by the RSS can result 
in deaths. 

A BJP leader and VHP activist Nandrftj 
Goud and Papaich Goud were killed 
sometime in June 1993. The Sangh parivar 
promptly accused ‘ISI backed terrorists”. 
The police killed three young Muslim men 
and said the “kitten" of the BJP leader were 
shot dead. Now the wife of the slain BJP 
leader Labtha Goud in a public statement 
has blamed a group of BJP leaden for killing 
her husband and said that she had herself 
told LK Advani, who airdashed to Hyderabad 
last year, of this fact. Despite knowing this 
Advani went on to accuse the ISI of the 
killing. The alarcity with which the police 
went on to kill three young men on RSS 
allegation and their own suspicion, says 
something about the mutually beneficial ties 
between the police and the Sangh parivar. 

Indeed, government agencies do not hide 
their communal prejudice. Army 
headquarters issued an order on April 23, 
1994 discounting leave for Friday prayers 
by Muslims. The order said that it was 
withdrawing “all such concessions which 
might be regarded ss a communal nature”. 
Ironically on October 8,1992 the same army 
headquarters had said that “the ministry of 
defence has clarified that onehour for prayers 
will be allowed to Muslim employees on 
Friday with pay". The strange thing is that 
the army is not asked to explain why there 
is this sudden awareness about concessions 
of a “communal nature”. Why single out the 
Muslims when religious appeal forms the 
basis of armed forces training of jawans? 

While the ISI becomes an omnipotent 
force, the calibre of evidence linking it to 
Indian Muslims is too poor to carry any 
convention. The latest instance of the central 
intelligence bureau-led raid on the famous 
Lucknow Islamic institution, Darut Ulmn 
Nadvatul Ulema, for ap p reh end ing alleged 
ISI agents, only confirms the need to 
interrogate the idetitegy of internal stieurity. 
It should be noted that when snti-MntHm 
fervoty is aroqaed, the demand for serious 
evidence in dopport of such claims is 

RI^DOCIQQ^L U b^3Pi VlO( QHb%MVQmHDI0 BO 

tend kreo this the actuality of atstipnfey 
towards Muslims, the mom poignant 
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ct Bab ri rrf* 1 

Amd Two Bacxwaup 

Considering dmt the demolition of Babri 
masjid horrified people at home sod abroad, 
not much has been done by way of re cti fyin g 
the wrong. The only refere nc e hi P V N 
Rao’s public meeting at Delhi on My 14 
wee that the VHP-backed mist wfll not be 
allowed to build the temple; not oace did 
he refer to (he demolition of the Babri ma^id 
- not surprisingly, since vandalism has been 
sanctified right from the beginning. Whan 
the wounds were still fresh, justice H N 
Tilhari of the Allahabad High Coart ruled 
that ‘darshan* of the Ram idols be allowed, 
and the state government then ^trader central 
rule did not bother to chalknge (be jodgmesa. 
Through an act government acquired the 2.7 
acres of land on which Babri masjid stood; 
this not only took away a place of werehip 
that belonged to AyodhyaMusfanabat aadrr 
the act the government e m powe re d imdfto 
transfer this property to another oommmitjr! 
Little has been done for rehabilitating the 
Muslims. Instead, just when a semblance of 
normalcy was creeping ia the local 
administration p ro mp tly served notices an 
those who 1M beg un re building their h omes, 
for constructing without municipal 
permission. Yes again, with the excuse that 
ISI-trained Kashmiri terrorists might strike 
s omewhe re inAyodhya. Musli m s wirw iari n a d 
to inform local thanas if guests arrive la stay 
with them. The incongruity oflolien walking 
free and their religious sensibilities 
considered atapremMm. whilevieftuswere 
being harassed. Ins e s ca p ed comment. 

Ayodhya has become the hallmark of oar 
claim to be a civilised d sn so crali c country. 
Hardly anyone voices the rifftiaftd for 
reconstruction of the mosque, let atom that 
the guilty be attested and prose cu te d . Bo— 
use the specious atg a mca t du 
would much rafter forget it, *Me < 
feel that the better course is so be < 
lest it providess"hancfle to the Sangh parivar 
to mislead the people”. There are Meed a 
few who even express the apprehension dot 
since “opMon pods” show that Htedns 
oppose re con sir actioa. to go against the 
majority view would be politicaily raicidri. 
and that the RSS would mate trouble and 
<faii i* ‘communal amity* which today is 
the highest priority. All il r whn aad up 
pandering to rise Sangh parivar. the reaefc 
being tint none feels that justice aad the sale 
of law are rise bedrock of d em o c r a ti c 
functioning and that any dilution hi this 
stance would be to countenance 
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Mats baa dm Prixabad-Ayodhya atea'- 
Bok wu dene to resto re hope among the 
local Muslim*. 

■: Another instance of the government 
kowtowing to Hindu chauvinism is available 
frora the formation of a**noo-poiiticar tout; 
in bringing tint about, the prime minister's 
office and senior officers were directly 
.involved. Last March the PM himself met 
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Is mean is tire db se rve of con te mn! of court 
pr wrnerfl^a ga in ktfmBaa^parivar.^ar 
by the Court or the government, thus 
suggesting that violation of pledges given 
to tbe higbest'court and the act of vwdaBsm 
is Of no Judicial concern. 

Apprehensions that justice is being 
devalued are reinforced if one alto looks at 
the Justice Liberhant commission, set up in 
December1992to investigate the demolition 
of the Babri masjid. Before it even began 



to vicious campaign. forfwffhg openly 
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ibeQyaanrapi msequeht Benins arid 
masjid, Mathura. The BxjfMg Dal boktfy 
atwomccs the start of its ‘m tiHar y op era ti Oo* ' 
to “rescue” cowifro m Ma y 23when Muslims 
c^ebratcid-ul-Zuha.lnfact.whcctheSangh 
parivar staged a protest In Pmjdb against 
Punjab Meats (September 235 on tbe 

ylfUrilllAni amSitrirla tkfot Ittilltirit BVa 


tbe thank arachary* of Dwtrki and 
Jyotbpeeth, Swaioopenand, sod mooted the 
Men of tbe clergy constructing tbe Ram 
temple. The shankancharyas hat long been 
the key to Congress efforts to usurp the 
Sunghparivar’fAyodhyaplaak. In this game 
of one-upmanship the shankarecharyti not 
only insiit that they too will not abide by 
the Supreme Court's judgment but that the 
sanctum sanctorum will be the same as 
earmarked by the VHP. There is little 
difference between the two 'trusts’. 

What this implies is the conspicuous 
ab sence of efforts to undo the wrong. There 
are several points of law involved. The entire 
land including the area surrounding the 
demolished Babri masjid vests with the waqf 
board. The central government acquired a 
tittle over 67 acres of land in and around the 
site through a presidential ordinance in 
October 1990. Portions of this land were 
already the subject of dispute before the 
Lucknow benched the Allahabad HighCourt 
la January 1993. the government acquired 
all tins land and imposed the status quo 
which sanctified vandalism. It then went on 
to request tbe Supreme Court forits "opinion" 
on "whether a Hindu temple or any religioui 
structure existed prior to tbe construction of 
the Ram Janmaboorai-Babri masjid in the 
arm on which the structure stood”. This is 
after the Sangh parivar demolished the 
m osque, set up a makeshift temple, and 
co n ducted anti-Muslim carnage in various 
parts of the country. Instead of rejecting its 
maintainability, the Supreme Court after a 
length of time asked the government to stop 
making “off the cuff remarks” and make 
“explicit” if they will abide or not by the 
*^opieion n .ThegovcrnrDcm refused to cornsnit 
Ksetfto butidmgamoique even if the Supreme 
Court ascertains Hut no Hindu temple existed 
before the construction of the Babri masjid. 

Tbe statute oniautasioru itselfwould have 
been enough to dismiss die reference sought; 
the refore one cannot ignore the implications 


working there were moves to dissolve it last 
January; after the news was leaked the 
government backed down, but the 
commission is working at an indifferent 
pace. It took tbe commission one year to get 
its act together and issue notices to various 
parties. As a measure of our resolve the 
media does not even cover the proceedings 
of the commission at and when it convenes. 
The government provided a list of 57 
witnesses to depose before the commission. 
How many witnesses have deposed, 
approximately how long they will take to 
complete the investigations, and by when 
they will submit their report to the 
government, are not known. 

With those implicated moving about freely, 
free both to continue with their inriteful 
activities and to wipe out evidence, the 
government is engaged in wiping out the 
memory of what led to, took place during, 
and followed the demolition of the Babri 
maajkLThe failure to provide justice bolsters 
the feeling among Muslims that their plight 
is on account of their Muslimness, and that 
the government will do its utmost to placate 
the victimiser because of religious affinity. 
This not only aggravates polarisation around 
religious lines, but it helps the Sangh parivar 
to rehabilitate itself in civil society by making 
its crimes against the minorities appear as 
mildly disagreeable. 

Rbhabiutatwc the Aoo«esso« 

Since the RSS is seen as a Hindu nationalist 
force, in con fro nting the challenge posed by 
it dedsion-makert make concessions, 
blunting the struggle against them. No matter 
bow violently anti-Muslim they may be, 
since nationalism is not a pejorative term 
theirpntriotism is regarded as above queation. 
In this sense not only does the RSS get 
politically rehabilitated but itt ideological 


“vegetarian* ', the state government-owned 
plant management made it known that the 
plant would not be eommitiioned without 
consulting the “aggrieved organisation", ic, 
Sangh parivar. It is then not surprising to 
read of the ruling patty givtng Atid Behari 
Vijpayee, leader of die BJP in parliament, 
the OB Pint award for best pa rl i amentarian 
- an exhibition of its ideological proximity 
with the RSS. He also was chosen to head 
the delegation which went to defend the 
government's abhorrent human rights recotd 
in Kashmir. 

Conclusion 

Taken as stray instances these appear to 
form no pattern. Nevertheless, they cannot 
be bruahedoff as exagger ati ons or as reading 
too much into them - what they express it 
a deliberate promotion of at enemy image, 
where after a point distinction* among 
Pakistan, the ISI, Muslim fundamentalists 
and Indian Muslims get blurred. The acute 
senseof Insecurity generated amongMustfim 
is the other side of the suspicion about them 
planted in the minds of the rest. Whereas 
propaganda about the ISI compels Muslims 
to give proof of their loyalty, the 
government's handling of the Brim masjid 
issue becomes a reminderthat the democratic 
space within which they thought they existed 
has shrunk to a point where even brazen 
discrimination evokes little outrage. That 
this provides a handle for those who have 
a stake in perpetuating hostility towards 
Muslims is obvious. But the underplaying 
of such by secular democrats politically 
isolates tbe minority. For instance, the plight 
of the young girl Amcena married to an old 
Arab rouses the middle class conscience, 
whereas the marriage and rape of Anita last 
May goes unnoticed. Or else Muslim firry 
over Sotonic Vrfsw becomes a ready refrain 


of asking the judiciary to adjudicate on campaign receive* a boost. It is then 

fabricated myihs which fonn the basis of the c o nvenient to pah the arg u ment that the butfbereUnoibtwoverfbecQdBUfeaudnct 

RSS'outrageous claims. While theSupretne RSS cannot be wished away and that diffyent imposed on tire Hindi film industry in which 

Court ejected the “reference" hdiddedare means have to be adopted to co n te n d with no one can rmtdnnai the de m o Utl on or the 

that tire faith of Hindus is superior, never them. * demoiiriwnoftteBdxiantfdormocfcai 

wand the criminal co ns piracy that resulted Seen thus, thecamai manner in which the Ram, SHa, etc. TUo dtchoaemy in Otittide 

m tire demolition of a moeque. It did so by govc na a rsit h as go n e about first bti mia g the is clear when the so-ctllod Misfim 

completely ignoring (he original crime of RSS wt its front, forming a tribunal beaded IntsfltgeresU moot recti vreapa on the back 

December 1949; by describing the criminal by a judge who dbmbeed testimony ofkey wfchout anyone bothering ttia* if (be* t> 

actofplantiag Mob as “shifting of the idols”; eyewitnesses, and then ensurings weak case notauaadfortheffiuduimdW>tnbfot(d*et 
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K right. tt fc tte«si*tefcuey. wift 
wfrlci. Muslim fww»V nvems. and 
terttrtalRia beforne steteotypad symbols 
and reappear u safreVidert facts. 

To place Ad thread* « the argument 
tegelhor. what bepaws fanportantiithatthe 
loliciei and pronouncements of tbe 
overiunentbave played a preponderant role 
A perpetuatingand promoting community 
difference*. The deliberate ambiguity 
mafamdned by the g overn m e n t between the 
191 and Indian Muslim* in no way stop* 
anyone from anuating, torturing or killing 
under mere auapicion or accusation. 
Xscrimlnation apart, a feeling is created that 
Muslims are being singled out for humiliation 
and attack. The BC*led move to delete the 
names of Muslim voters shows the advancing 
of ‘Hindutva’ ideology, if not the 
appeasement of the Sangh porivar. In such 
climate, when political parties and other 
corporate bodies take the posture of being 
against all kinds of communalism and are 
unable to make a distinction between victim 
and victimise^ then faced with private and 
ovemment coercion community solidarity 
gets a boost As a corollary, under the refrain 
of fighting "all types of communalism", die 
threat of the RSS gets muted. 

Hus is enough to cause Muslims to become 
reluctant to express their views in public 
mectir gs. for example, when the Babri masjid 
issue was brought up; and few dare to 
condemn the terror let loose in Kashmir lest 
they be accused of disloyalty.This hesitation 
is a measure of the attempt to silence and 
disarm them, to sharpen their feeling of 
being different - and all tins is cynically 
used by the government to its own ends. 

This tends to provide the rationale for 
ideologies of identity politics. While one 
tide? sees the need for this in view of its 
persecution, the other side sees it in being 
privileged; to the extent to which one group 
reels constrained, the ‘other’ feds embol¬ 
dened. If this appears to be a zero sum game 
it is not surprising-this i* how it is perceived 
jy various public and corporate personalities, 
lust as the government’s discrimination 
Mnphasites Muslimness, the official 
mdoneoent for key dements of the Sangh 
parivaragenda acts as a flIHp for ‘Hindutva’. 
While k appears due each feeds into the 
Mlier, in reality the two tides are unequal; 
me is persecuted and the other privileged. 

The remarkable thing is that m alternate 
course was possible. The government ecxikt 
mve, instead of mollycoddling the Sangh 
mrivar, opted for restoring people's beHef 
n the fdraeat of public institutions and 
tesffhed from pandering to religious 
imrtmaati. In residing crtsataal activities as 
^SQfftikhaadthefitidtid,|r^den»ocratic 

j gbff rijotationg wan ceoopoed. Since the 


ei^ liar^nbc, ’aMaceni&ed' in the name of a 
htaprtty of intere st s , in wttich ’national 
interest!* as defined by the talers become 
shcrosanct The phobia about die threat to 
independence and the evocation of the 
imagery of fifth columnists always deflates 
thei mp ortanc e of internal freedom. Consider 
that the army headquarters has set up several 
task forces for areas where insurgency is said 
to prevail, at well as a special group for 
monitoring the communal situation. No one 
asks why tbe army with Its evident bias 
should be engaging itself in police matters. 
Such slippages questiao the commitment of 
the Indian ruling classes to democratic 
functioning. If the struggle for democratic 


rights remains alive it is due to movements 
on the pe rip he r y of ‘mainstream’ politics. 
Indeed, democracy in the minds of articulate 
sections is becoming associated with 
lawlessness, and popular scepticism about 
tbe conduct of politics is read as apathy and 
cynicism. This is often attributed to the 
alienness of'western’ political concepts and 
institutions in India, especially when 
discussing secularism and the concomitant 
insistence that religion be separated from 
state. This political climate is tailor-made 
for the generation of fear psychosis, which 
tends to obfuscate social djfferentiatkxu and 
allows the special interests of the ruling 
classes to retain their dominance. 


Russia’s War of Attrition in Chechnya 


PLDash 


Though Russia may eventually subdue Chechnya, the prolonged war has 
exposed the authoritarianism of Yeltsin. 


t the partite ot Indian politics after the 
y, o ve ra r ching priudptea of rote 


IN recoil years, Decembers have visited 
Russia with a distinct difference. In 1991. 
it was die Soviet disintegration. In 1992, 
it was the climax of a classic clash between 
the president and the parliament. In 1993, 
it was the emergence of ultranationalist 
phenomenon of VladiroirZhirinovsky, and 
in 1994. it was die Chechnya war when in 
December 1994 Moscow failed to strike an 
accord with Grozny on the limits of 
Chechnya's autonomy within the Russian 
federation, clouds of war began to hover 
over Northern Caucasus. What began purely 
as a political tussle between Moscow and 
Grozny in 1991 turned into a savage war 
in 1994-1995. Yeltsin faced a dilemma: to 
attack or not to attack. The fears of 
separatism spreading from Chechnya to 
other non-Russian regions, the strategic 
interests ofRussiain the Caucasian southern 
rim, the economic factors connected 
with the gas pipeline, a major highway 
and rail line running through Chechnya, 
and salvaging Yeltsin’s own plummet¬ 
ing popularity were major factors res¬ 
ponsible for Russia’s entanglement in 
Chechnya. 

After too much of insult and injury. 
Russia has won a partial victory over 
Chechnya. Yekxin has found it extremely 
difficult to resolve this problem or walk 
away from it Tbe fears of acting bberml, 
as Gorbachev did under perestroika, 
might have precipitated impending 
disme m be r ment of Russia. Although this 
has aw happened, tbe onphoriaofbchaviitg 
RMghhas left Yafcria tu die lurch Saddled 
by dmae two extraatitiesof aoft and tough 
options,-Yafata chose saffltaqr aright wttii 
cluster and needle bombs to resolve an 
ettao-poiiticafly aunaitive conflict 


Historical Background 

Chechnya lies in the North Caucasus along 
Terek river. Known through the Soviet years 
as Chechen-Ingusb ASSR. it h*d a combined 
territory of 19,300 square kilometres and a 
population of 1.22 million. The landmass of 
Chechnya falls into three geographical 
regions: the main Caucasus range in die 
south, the river valleys of Terek and Suitzha 
from west to east, and the rolling plains of 
Nogay steppe in the north. Broadly, three 
groups inhabo the area. They are the Gwchen- 
Ingush who comprise 60 per cent of the 
population, the Russians who form P per 
cent of it and the numerous Caucasian 
nationalities making up the remaining 5 per 
cent. Hie ethnic composition has tended 
historically to create a religious divide 
between the Russians, who are Slavs, and 
the Chechen-lnguth, who arc Muslims. Ever 
since the Persian campaign of Peter the Great 
ml 722that resulted uxte Russian colonisation 
of the region, both sides have nurtured a 
sense of animosity on the basis of religion 
It was around this time in earty 18th century 
that the Qiecbea-Tngush were affirming their 
ethnic names. Tbe Nakhcho tribe from die 
mountain village of Chechen came to be 
known as Chechens and the Galgay tribe 
from the vtSage of Angudi was subsequendy 
known as Ingush. By dose of the 18th century, 
both these tribe* were known as 'Vaynskhs' 
[niS report 1992: 26] 

Tbe Vayntkhs rose against the Russia* 
domin ance “"*» the l ea der s hip of 
Mansur in 1780 and were brutally queSed 
fay the Russian army in 1789. The Cheches 
Bbesatioo efforts took an mteBte turn when 
Yevgeny Yortaotov was appointed governor 
general of the Casroasuste 1816. He speeded 



apthccofcmimioBprocBMtaftoTtiiccawfliBy 
anoexingArortwyan sod Georgia Yertnolov 
wrote mnis memoir, Aioo|iKKwerreia> 
o/ the Terek river Jive die Chechen*, the 
fiereestof the brigand*, who attack the line,.. 
They can justly be called rite liar of all 
brigands” [FBIS report 199127]. In the face 
of mounting Russian attacks, the Cbechea- 
Ingush had formed'abrek'or mountain bands 
who continued the guerrilla warfare against 
the Russians till thrfbll of the tsarist empire 
in Febnuuy 1917. After October 1917 the 
bolsheviks made sustained efforts to bring 
peace to this region. Pour months of talks 
ended in a peace a g reeme n t in February 
1918. establishing Soviet power in Terek 
Oblast 

The Soviet power consolidated inChechen- 
Ingush in three stages. In the first stage the 
Soviets regained control over the region by 
defeating the white guards in March 1920 
and set up Gorskaya Autonomous Republic 
ip November 1920 that included Chechen- 
tnp«ivr;« Two yean later, in the second 
stage, Chechen Autonomous Region was 
created followed by the establishment of 
Ingush Autonomous Region in July 1924 
[Bityukov nd: 96]. The intervening time 
1 between 1924 and 1933 witnessed two 
opposite tendencies: The unifying efforts of 
the Soviet power that aimed at merger of the 
two regions, and the anti-collectivisation 
drive. Anti-Soviet uprisings against the 
rdthkss methods of coQectivisatkm continued 
to wreck havoc until 1934, when the Soviets 
succeeded in creating a combined Chedien- 
Ingush Oblast with Grozny as its capital. In 
the third stage this Oblast was transformed 
into Chechen-Ingush Autonomous Republic 
in December 1936. 

After the consolidation of Soviet power, 
repression against anti-Soviet elements 
became severe. In August 1937. a special 
operation was conducted in which “more 
than 10,000 people were arrested in 
Chechnya, Ingushetia and in the city of 
Grozny. Numerous trials were held and 
virtually all leaders were anested” [FBIS 
report 1992:28]. In second world war die 
Chec h e n s and Ingush suffered farther misery 
at the hands of Joseph Stalin. They were 
deported to Central Asia and their republic 
dissolved. In 1937, Nikita Khrushchev 
restored the Checheo-Ingush Autonomous 
Republic and resettled its deported 
tnnantants. However, some ot tnetemtoncs 
of Chnchen-lngnsheria were arev.wd to 
neighbouring rogkms such as Stavropoiskii 
Kray, North Ossetia, Georgia and Dagestan. 




ftsocit cnoocsB m 
the fiinctkmmg of the 
prominent. Relative freedom ef foe paste 
brought to light public dissect. Like in caber 
republics of the former Soviet Union, Isaues 
of democracy wen taken up atoqg with 
ecological problems faced by Chechnya. In 
February 1988, a construction engineer of 
the Gudennes Biochemical Plant, a* 1 **— 
Ezbulatov, published infonnxtioe about his 
plant producing lysine, a health hazard for 
Chechnya. This information (parked revolt 
in the republic. Mass demonstrations 
demanding baa on die production of lystaa 
followed. This was the geneais of 
confrontation between the communist 
authorities and the democratic public, la 
April 1989 Doku Zavgayev was elected as 
the deputy, wbo subsequently became party 
first secretary in June 1989, thus ending the 
era of Foteyev. 

On November 23-25. 1990 Zavgayev 
organised the Chechen National Congrats 
in Grozny. The demand for Chechen 
sovereignty dominated discussion in the 
congress and Zavgayev promised to promote 
national rebirth of Chechnya. By the Winter 

1990 a number of nationalist parties such 
as the Chechen Popular Front, Islamic Party 
of Rebirth and Islamic Pwh Pwty were active. 
While die government of Zavgayev was 
pursuing a centrist policy, the nationalists 
were pursuing the objectives of Chechen 
independence. Conflicting views of the 
leaden of these patties led to infighting 
within the Chechen National Congress in 
December 1990. Around this time Major 
General Dzhokhar Dudayev was elected the 
chairman of the executive committee of the 
Chechen National Congress. This was the 
beginning of the co nfr on ta t i on between the 
centrist Zavgsyev, who followed the 
Gorbachev inn course, and the radical 
Dudayev, wbo followed the Chechen 
nationalist course. The August ctmp tat Russia 
hastened the pace ofZavgayev-Dudayer co¬ 
nflict. The climax came on Sept e mb er 1-2, 

1991 when the congress met in Grozny and 
declared the Chechen Suprfcme Soviet 
overt hro w n . It hided over powers to the 
executive co m miltnc of the Checfaen N ationa l 
Congress led by Dudayev [FBIS report 
1992:37}. 

The following months were hectic.Yeltsin 
at the hdm of p ower hi Kremlin knew foe 
dang er of Chechnya 



to negotiate with Dudayev. Maanufofle, 
on September 19, 1991 Chechnya and 


and pn>-Dwlaf*v farces for An pest I 
years. ITm Rustem pmtedent, be tea tetMboid 
of Sevkr dis h na gr s tio n in 1991, iapoaed 
an imirgicy only t» rescind it ram days 
later. This resulted in the withdrawal of 
Russian army unite from Chechnya. 
However. Moscow’s surrogate, Umar 
Avtmhhenov, a rich Chechen merchant, 
was elected the mayer of Nateerecbtty 
district in December 1991 id Moecow 
pursued its pedfey of proxy war through 
him in Chechnya. Ever since the pro- 
Moscow oppos ition formed a provisional 
committee headeJbyAvturkhanov In June 
1994, Meeeew supplied 40 billion rubles 
in cash, besides a fleet of 70 tanks and 
combat gunships with crew [I d ee ce w Newt 
Weekly December 2-8,1994]. Despite all 
these adds, Dudayev continued to 
consolidate Us power. 

Win all 15 constituent republics of foe 
former Soviet Union became independent, 
Dudayev foiled to endentaad why Us tiny 
5 with to distinctive Iteritajm 


the nudter vigorously with Yaitaia who 
tH'rghontMipmldwdlalrwpdipiliillWI 
tmiiwur go) consistently advocated that 
Russia had no imperial ambitions and titet 
every cDuHtueut unit of the Soviet Union 
had the right to beenme sovereign and 
indepcndiL This right was in fact amhodted 
in foe Soviet cons ti t u tion. In 1992. aeras 
now Chechen loaders like Beslan 
Gantemiiov, Yusup Saslambekov, Rasfon 
Labaxanov and Yaragi Mamodayev joined 
bands with Dudayev. Mamodayev 


Chechnya and resigned when Dudayev 
ditariiaad foe parilsmtut in foe spring af 
1993. Alter foe parliament was dissolved. 


handed the Chechen 
dashes between dm two grenpi i 
intermittently. The opposition sought 
Moscow’s active insert to restore 
' enter in 
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a turned ouliptimbir 3,1994, 
at Argun. On November 24-27, 1994 
Dnduyutr’s forom wmo alie w do awngr whh 
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Dudayev aod Y< 


I DC UnpnOD Of UOflMKOGT S pciCtuulfl 
on Chcchm-lngushctia were felt belatedly. 
Communist party chief, Vladimir Foteyev, 
> and his deputy, PSvri Gromov, enjoyed foil 
‘ pow ers and controlled Chechen afSrire. hi 
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and parUamentary elections alalad for 
27, 1991. Whan Dudayev war 
p res iden t of Chechnya and Ms 
uongress won a hsmboos vtcamy, 
tpricUy dedareritbe reorits of 
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ammmm tM5faito3#*rrho *m 
«toty «ftbo RuwUtt Ado*** *dM be 
teemed by the Integrity to He te rri to ry... and 
tb* territory to fee Rtwaten Itoferbtion will 
betalograi uid intoVttibto’’. Since Dudayev 
threatened thkimrfrity.Ytotitecooal^^ 
Mm a gangster, andhot fee president of 
Chaeteiya. On tha other handtOodayev did 
not confer Ydttin a Russian citizen nor 


Chechnya a part of Russian federation. At 
a time when moat twice* of aeceatian had 
r ecede d .- Chechnya's revolt threatened to 
unleash another phase of breakaway 


Where Yeltsin vastly differed from his 
colleagues was whether or notto use military 
force to settle the three year-old political and 
territorial dispute. Yeltsin favoured using 
force whereas his fellow Russians disagreed. 
Nearly aU Duma members opposed invasion. 
They wanted the issue to be negotiatiatod 
with Dudayev. Disillusioned with the attitude 
of the Duma, Yeltsin invited the upper house 
or Federation Council to consider three 


questions: (1) Should the Russian 
constitution continue to apply to Chechnya 
or it the council prepared to amend the 
constitution to let Chechnya secode? (2) If 
the government is to negotiate with Dudayev, 
as nearly all of the parliament wants, is the 
parliament ready to rescind measures that 
call Dudayev's regime illegitimate? (3) If 
there are to be elections in Chechnya, as 
some propose, what are the circumstances 
in which they could be held? [ Economist , 
December 1994). 

After a lengthy debate, the house was near 
unanimous about a peaceful solution and 
members urged the presi d ent to grant amnesty 
to the Chechens, if they s ur rendered their 
arms before December 13, 1994. The 


ultimatum was ofnoavail and Yeltsin decided 


to use the military. To Yeltsin's 
embarrassment die commander-in-chief of 
the Russian armed forces. General Eduard 
VoroHyov, tendered his resignation, refusing 
to assume control of the Russian military 
operatian in Chechnya. At least fivegenerals 
expressed their reservations about the 
campaign [The Timet of Mia, January 7, 
1993). The Renoral* categorically waned 
the president (hat the mission ia Chechnya 
was not going to ha sm ooth. A group of 
deputies who visited Chechnya to negotiate 
with Dudayewaeat telegrams to the president 
to immediately atop the assault evaa after 
their pear* utts with Dudayev broke down. 
Ydtaln't dhfieriag perotpriom were dearly 
evident when be wormed Ms couaarytnen 
on fee Wnealee utorlsion, The Rat stage tn 
adtUng thn atta ins been emppieted and 
the tia$ arennd Ornnay waa tight" (Time, 
Ja nuary 9, 1 993) 

However; eyomitoMs account on the eve 
of theOtedtetMCtpadRien was different, it 
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Rasaia and fe* pntaiWHty of apeetracted 
guerrilla war. The Russians became 

*ela^a 
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chairman ofthe human rights commissioo. 
Serge) Kovalyov publicly remarked that 
blood waa being spilled in Grozny not to 


solve the Chechen conflict but to drain the 
strength of Russia's weak democracy. The 
Rusa&i defence minister, Pavel Grachev, 


waa overconfident of winning a mini war 
overlMeChechnya. He grossly undervalued 
the strength ofthe Chechen fighters and their 
fervour to uphold Chechen nationalism. 
Grachev seemed more loyal to Yeltsin than 
to ground-level reality. Mounting criticism 
came from all quarters as reports of initial 
failures trickled in from Chechnya. Russian 
orthodox patriarch Alexei II stated, “no one 
can remain indifferent to the death of peaceful 
civilians”. Former president Mikhail 
Gorbachev called the war “a bloody and 
disgraceful adventure”. Pro-Yeltsin 
reformist-democrat,Grigory Yavlinsky told 
Yeltsin; “Boris Nikolaevich, resign! Do not 
wash Russia with blood" [Time, January 16, 
1993). 


Russia's Interests 

Several factors forced Yeltsin to take 
recourse to the option of force. Strategically, 
Chechnya is located in Russia's Caucasian 
southern underbelly between the Caspian 
and Black seas. The region as a whole has 
remained tumultuous in post-Soviet times. 
The ethnic Armenians have been fighting 
with the Azerbaijanis in Nagorno-Karabakh 
conclave for the past eight yews. Independent 
Georgia has been beset with the problems 
of Abkhazian and Adzharian separatism. 
South Ossetia has been demanding to secede 
from Georgia to unite with North Ossetia 
that constitutes a pan of the Russian 
federation. Moscow has policed a truce 
between the two since 1991-92. The split 
of Checben-Ingusbetia in 1991 has created 
two separate eotitic* in place of the earlier 
Chechen-Ingush ASSR. All these 
developments have remained strategically 
disquietemng for Moscow. The propensity 
of such low intensity ethnic conflicts have 
severely jeopardised Russian interests in the 
region. In view toil) this, events in Chechnya 
were not worth ignoring. 

Politically, the Caucasus has remain ed 
unstable too. In the smallest of former Soviet 
republics. Aments, presides* Levoe-Ter 
Pet rosya n has been carving out fate own 
niche of democracy. In Azerbaijan, uhutett 
political events have iwcpt to power former 
coamn a ti a t Gaidar Aliev, and tit Georgia 
former Soviet foreign minister, Eduard 
Thm'mrtnadto to having a tough ttore These 
leadsn ate an longer able to safeguard 
Runia’s p*4 t fr , fi teaereal to the legw as 
treated aWas. At this juncture, Rnsate'atotal 
alfeitaaal fires© Chechnya is tested to 
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Leaving Chechnya to follow its own coarse 
will have far-reaching constitutional and 
political repercussion in Russia. 

Economically, Russian interests io 
Chechnya are in the gas pipeline that runs 
westward through Chechnya from the 
Caspian basin. There arc also vital transport 
links. The Moscow-Baku highway and 
railway nm through Chechnya. Chedmyan 
independence will sever Russia's vital 
transport links with the Caucasian states. 
This will cause severe economic constraints 
for Russia and in the region. Yeltsin wished 
to prevent this happen. Thus, a combination 
of strategic, geopolitical and economic 
factors has driven Yeltsin to engage troops 
in Chechnya. 

Critics, however, relate a different version. 
They fed Yeltsin’s Chechnya invasion is “a 
badly miscalculated attempt to boos hit 
own sagging popularity. Yeltsin's approval 
rating in opinion polls has slipped to less 
than 40 per cent, down more than 20 per 
cent from a year ago” { Newt Week, loamy 
9, 1993]. According to tin; Russian centre 
for public opinion and market research the 
forced march to Chechnya was condemned 
by 37.7 per cent Russians on December 5- 
6.1994 and by 69.9 p$r cent on December 
11-12, 1994. Defence minister Pavel 
Grachev’s intention was to cover up 
widespread corruption m the Russian military 
which was brought to iundigta by journalist, 
Dmitry Kholodov. After publication of his 
article in Moscovskie Kuranty, Kholodov 
was as s as sin a te d by unknown gangsters and 
investigations regarding the murder have 
nm into a cul-ele-sac. Finally, the newly 
liberated regions no longer obey the Kremlin 
command. Among the ex-Soviet republics, 
“Estonia declares ever more loudly its daim 
for the Pexhcaski district. Li thuaasa it cfesiag 
the military transit to Kaliningrad/ and 
Azerbaijan and Kazakhstan arc lacking home 
with Russia for their rights to Caspian o*T 
[Moscow News Weekly , December 23-29. 
1994). 


Yhlisin's Miscalculations 

It waa far the find time Russia was witness 
to tekvised live pictures of bomb-gutted 
buildings, burned corpse* of its own soldiers 
soaked to Wood and many pathetic scenes 
of wailing civilians in the midst of raging 
fire. Dudayev's Grozny sent to the Kremlin 
dear signals of an impending debacle 
awaiting the Russians in Chechnya. While 
23,000 Russian troops backed by 300 
armo u red vehicles were matching to fee 
centre of Grozny, reports of Russian tanks 
being destroyed in Wage numbers made fee 
Kremlin shiver. After 15 days of fighting. 
k was repotted that U300 Chechen troops 
were billed by the Russian sofchm [The 
Timet of Mia, December 26. 1994). The 
Russian casualty figures ranged between 
12 jOOO to 13,000. 
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On the eve of 1995, aS major Cbechnyan 
ties such as Argun, Gudermcs, Mdgobek 
jd Beslan continued to red under Russian 
lack. Yet, Yeltsin was determined to 
xitinoe his Chechnya war. Even when the 
ussian security council met to discuss the 
owe option', Yeltsin began putting his 
roposal to vote without any discussion, 
eports of military disaffection were 
tadually percolating from the Russian 
aces. General Ivan Babichev commander 
f Russian forces in western Chechnya, 
>enly told, “it is forbidden to use the army 
ainst peaceful civilians. When 1 see the 
:es of these old women, it is as though 
see the face of my own mother” (Afews 
'tek, December 26. 1994]. Despite these 
K>rts, Russia continued its battle for 
rozny, and after it succeeded in occupying 
e presidential palace, it found that Dudayev 
as missing. Dudayev probably had fled 
nthwaid to the mountains to. continue 
lerrilla war against the Russians. 

4s the military adventure in and around 
rozny began to unfold, the vacillations of 
xis Yeltsin became clear. He continued 
make blunde r s repeatedly. First, he grossly 
iderestimated the popularity of Chechen 
esident, Dudayev. Secondly, Yeltsin, along 
til Grachev, undervalued the fighting 
otives of Chechen patriots. Disturbed by 
issia's frequent incursions into their 
ocess of nation-state building at various 
nes in history, the Chechens, headed by 
idayev, seemed determined to teach Russia 
esson in warfare. Those aimymen who 
footed to unite with Chechen forces were 
ical ofY eltsin. Some pro-democracy civil 
d military groups and human righto 
SvisU, who were staunch supporters of the 
esident, began criticising him for 
shandling the Chechen affaire. Thirdly, 
iltsin apparently did not exercise enough 
Ution to gauge the sentiments of the 
esians. Moat Russians wpre averse to their 
untry being dragged into another bloody 
aflicL The Russians comment that what 
_ the last war of the Soviet empire in 
hanistan has virtually turned out to be 
- first war of Russia in Tajikistan, 
meshed in an ongoing civil war in that 
ntral Asian state, the Russians are fearful 
mother military entanglement However, 
Uin failed to real ise what his countrymen 
/ been increasingly feeling about, 
urthly, the Russian president had 
Jerestimated die Islamic undertones of 
Chechen conflict The organisation of 
Islamic Conference that met in 
labianca in December 1994 endorsed the 
epcndence of Chechnya. Moreover, only 
x (be reports of initial failure* in Chechnya 
:hed die Russian au thor i tie s that they 
tised that mercenaries from several 
slim countries like Afghmistm, Pakistan,' 
srbaijan and Jordan were fighting with 
echen forces. 
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Tltefoan,vacftlatio»andndicato»lartoos 
of Russia were known to the Chechen 
president Dudayev. As ■ top military 
personnel of the ex-Soviet army he knew the 
intricacies of Russian docuion-making at 
the time of militaiy crisis. As a commander 
of the strategic bomber division, in Tartu, 
Estonia, and as a soldier privy to armed 
opposition to popular protests, Dudayev had 
gathered more experience than Yeltsin. He 
combined this rich experience with his 
expertise as apilot engineer and major general 
while managing the crisis in Chechnya. 
However, the mainstay ofhis military support 
came from the armed forces of the Chechen 
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headed by Dudayev. ... . . 

Dudayev’s support base ceotiaued to 
widen with to onsetof Russian attack m 
Chechnya almost in an equal f as h i on as 
Yeltsin’s rate of popularity declined faa 
Russia. People living hi Chechnya were 
awestruck by the ferocity of the Russian 
attack. Irrespective of thdr n a ti o nalities, 
volunteers came forward to fight against the 
Russian troopa.They organised into informal 
bands of 20 to 50 men, elected their own 
commanders and began fighting in the streets 
with total loyalty to Dudayev. The support 
was so spontaneous that even a businessman, 
who left his home in Ukraine, used Iris 


republic, which he had formed on November 
10, 1991 under his own chairmanship. On 
December 24,1991 be also introduced a law 
far the 'Defence of die Chechen Republic’. 
This law introduced mandatory military 
service for all male citizens of the republic 
aged 19-26 years for a period of 18 months 
and those with higher education for a terra 
of 12 months. The law also mentioned that 


personal funds to equip a band of SO men 
[Time, January 16, 1995]. Chechens who 
lived in Russia supported Dudayev's mission 
for Chechen independence. Chechens living 
as for as in US and Canada threw their 
support behind Dudayev. 

However, one solid base of strong support 
which the Russians totally overlooked was 
the Islamic world. The ‘mercenaries* were 


anyone who does not wish to serve in the 
armed forces out of religious conviction 
must do labour service instead of regular 
duty I FBIS report 1992:6], 

This law has placed under the disposal of 
the Chechen leadership the following units 
to carry out military missions: the president’s 
personal guard of 30 to 50 men, two special 
purpose platoons of 50 men each, a 
detachment of the Islamic Path Party of 200 
men, a h ead qu arter defence platoon of 50 
men, the border custom service regiment of 
1,200 men, the mountain peoples’ quick 
response forces of 100-150men, the internal 
affairs ministry special forces of 50 men, and 
the Chechen national guard of 10,000 to 
15,000 men [FBIS report 1992:6]. 

Ever since he came to power in the autumn 
of 1991, Dudayev has been veering his little 
state in Ca u casus to total independence. War 
with Russia had become inevitable. In a bid 
to quickly enhance Chechnya’s defence 
capabilities, Dudayev has made constant 
efforts. Moat notable among them was his 
effort to possess Russian arms and 
ammunitions located on Chedmyan territory 
as of mid-1992. After he declared Chechnya 
independent, Dudayev insisted on evacuation 
of the Independent Military Training Centre 
from the region. The commander of the 
North C aucasus Military Area, General A 
Shusfko, in a coded message requested 
Russian defence minister. Pavel Grachev to 
endorse Ms request and per mi t him totraesfer 
tome ammunitions to Chechnya as follows: 
50 per cent of romh e t ergriptneot of arms, 
2 standard supplies of ammunition*, and 
1-2 per cent combat engineers’ anunwritiosia 
VHokow New, Weekly* January 20-26, 
1995], The sanction was given by Mikhail 
Kolesnikov, the curat Chief of Russia's 


in fact soldiers dispatched by various Islamic 
countries to fight against the Russians in 
Chechnya. This help flowed as a result of 
Dudayev’s call for ’jihad’. Active support 
came not only from the neighbouring 
Dagestan. Kabardino-Balkaria and 
Azerbaijan, but also from distant countries 
such as Turkey and Jordan. Pro-Chechen 
sources said that Turkey even may dose 
Bosphorus to hinder Russia’s passage to 
warm waters. There were various esti m ates 
about Dudayev's financial strength Rumours 
were rife in Moscow that in the bunkers of 
Dudayev .there were three billion US dollars, 
which was sufficient to pay for the 
mercenaries at the rate of $ 1,000 per day 
of fighting [Argumenty i Fakty 1994}. The 
initial Russian retreat in the Chechen battle 
could be attributed to this adequate support 
base of Dudayev. 

AnotnoNAL Bukdbn 

The Chechen war has now shifted gear. 
After the capture of.Grozny by Russian 
forces, on January 18-19,1995the s u pporters 
of Dudayev have fled to the adjacent 
mountains. While the war has not ended, 
tentative estimates of lots of the warring 
factions have been published. They show 
that Chechnya expedition remains 
ignominious for Russia. Russian finance 
minister, Passkov is on record laying, 
‘hundreds of bilBons of retries have been 
pu mp e d to Chechen battle”. Other sources 
put the approximate figure at one trillion 
ruble [Argumenty i Fakty 1994]. The 
iatenetatM nature of peobkms involved ht 
Chechnya make* it dtffkefc no arrive at a 
««» tote) of Russia’* fiaautil Jos* l*4x 
middle of a ceatimttag war. The 
enfotigbrnet fof tnMfo Juw eeemmjy 
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after AjjftaniStan, -Tbeebotfliuatieo'of the 
war hr t^hnchnya makes It ^orRusala neither 
glorious nor victorious,~\ 

The war ha* created a major refugee 
xoMem in all neighbouring countries. The 
Russian migration service in the neigh¬ 
bourhood had registered 12,577 refugees in 
various republics. Hie Dagestan local 
admiaiitratitia had given figure of 8,500 
refbgees who were coming at a rate of 80 
migrant fandUee per day. As of December 
19. 1994 Dagestan had registered 856 
families. By December 29, the total number 
of people who fled Chechnya udder the war 
conditions had touched 34374 and it was 
expected to touch 90,000. In the Dagestan 
townof Khasavyurt 25,000refugees, mostly 
women and children, took rest Migration 
services spokesman. Yevgeny Chemayev 
revealed that the rate of refugee arrival had 
increased to 300 refugees per day. The mid- 
December refugee figures from Grozny 
provided by press centres of Chechnya and 
Ingushetia's parliaments were more than 
15,000. Over 5,000 people (Chechens, 
Ingush and Russians) have fled to Ingushetia. 
6,000 to 8.000 Chechens went to Dagestan 
and about 2,500 Chechens and Russians to 
Stavropoltki Kray. The number has been 
constantly increasing. In the initial days of 
the battle, 700 people were killed from both 
sides, 1300 were wounded and according 
to different sources 300 to 700 people wear 
taken prisoners, including 120Russian troops 
(Moscow News Weekly. December 9-15, 
I994J. 

The loss of both tides in the combat 
operation was huge. On January 7, 1995 
Russian defence ministry sources gave 
information about the Chechen losses. It 
said that units of Russian defence ministry 
had destroyed about 2300 militants, as well 
as 26 tanks, 40 armoured vehicles, 63 artillery 
pieces and mortars. 129 vehicles, 3 MI-8 
helicopters, more than 150 aircraft including 
6 TU-134, 14 AN-2. 14 L-29 and L-39 
planes and damaged over 100 L-29 and L- 
39 planes. A total of 167 firing emplacements 
and positions have been destroyed, 108 
people taken prisoners, 340 guns, 9 tanks 
and 27 armoured vehicles set red” [FBIS 
report 1995:9], These figures of loss not 
only reveal the strength of Dudayev's 
Chechnya, but also show his enduring 
capability to hold on before s much-vaunted 
Russian army. 

Russian sources came out with further 
data outho war kwoes in Grozny In the first 
week of January 1995. According to them, 
‘ i the ead of December (994, 2,000 
Chnrhw M td 800 Ruashm a esv i cet u en were 
tilled, Other soirees said 1,000 Russian 
soldiers were killed in the atorariag of 
Trojhjy, RustfaA Men! Migration Service 
mttha aMtibm ef reftyea as of D ec e mbe r 
30. 1904at IflWMf |mfXk Thome 
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orappuamooe received catty tor asgrauou 
was2300-Aspm was compietety destroyed 
byDeoqofeer 23, tbe centre of Grozny was 
mnihilated and araanber of suburban villages 
raged. Tbe vice-president of .Ingushetia 
confirmed that 500 Russian troops were 
taken prisoners in Grozny [Moscow News 
Weekly, January 6-12, 1995], 

Tjw Lessons most Chkhnya 

(1) It was on the Russian territory die 
Russian army was deployed for the first time 
in post-Soviet times to launch attack on 
people, who are juridically citizens of tbe 
Russian Federation. These citizens are 
Chechen by their nationality does not 
minimise the gravity of die situation. 

(2) By ordering army assault on Chechnya, 
Yeltsin has not only shown scant regards for 
rights of nations to self-determination, but 
has revealed some new features of handling 
sensitive ethnic matters by preferring martial 
democracy to democracy, of consensus. 
Tactlessness*, brutality, impatience, ruthless- 
ness and obduarte approach are some of the 
features of Yeltsin's Chechnya policy that 
have exacerbated the crisis beyond resolve. 

(3) At the most unfortunate moment of 
Russian history, the country has an impudent 
maverick like Yeltsin as president, who has 
created this crisis. He covertly groomed 
Dudayev by overlooking him for three years. 
And now, he has travelled his solitary path 
to Chechnya along with a handful of dis¬ 
gruntled withers to take revenge on Dudayev 
but at the cost of the common Russian. 

(4) Thcintcnsity of the tragedy inChcchnya 
had overwhelmed even the Russian soldiers, 
some of whom had defected to side with 
Dudayev forces asa matter of principle against 
the uscof force on civilians. The arbitrariness 
of the presidential decision to deal with a 
political problem by military means without 
diteor mass support has revealed that Russia’s 
decision-making processtemains whimsical 
rather than democratic. When Yeltsin's 
repeated calls for a halt to bombing fell on 
deaf ears, doubts arose about the efficacy of 
his Icadcrahipand Russians questioned, “who 
is in control of the Kremlin?" 

(5) The lessons for defence minister 
Grachev were devastating. As a chum of 
Yeltsin, Grachev has finally helped all his 
plans turn turtle. The crisis in Chechnya has 
defiled the political future of both, Grachev 
and Yeltsin. 

(6) The long battle to take Grozny and the 

sub e cqu c n t future of the Russian army to 
capture Dudayev have evinced the weakness 
of Russia's political and military leaden hip. 
Tha echo of this weakness it likely to be 
heard oq the ethnic frontiers of Russiawhich 
may ham many a in upoomtag 


(8) The Chechens are bom filters, nay 
good mer c h a nts . They ham used a gai ns t 
Russia tbe very arms they had procured from 
Russia. The Russians hsvefek tbe boomerang 
effects of pilferage of their arms. They must 
team to be ready, at least, to handSetfaek 
loose arsenal cautiously. 

(9) Strong support for Chechnya fiora the 
en tir e Islamic world tends to anrertuate the 
wider ramifications of Rusao-Cbechnyan 
conflict It is likely to influence the existing 
fissiparous risings throughout Russia sad 
widen the thvidc between Slavic and Islamic 
peoples. 

(10) Since force has little effect in 
democracy, arrest warrant against Dudayev 
may not help contain Chechnya within the 
boundaries of the Russian federation. Instead, 
it is likely to erode the fledgling foundation 
of Russian democracy. Chechnya has driven 
Yeltsin from the pinnacle of his popularity 
in 1991 to the nadir of his blunders in 1995. 
The gory memory of Chechnya will c ontin u e 
to haunt the Russians beyond the next year’s 
presidential elections, maybe beyond the 
millennium 

However, three mutually inclusive 
possible scenarios have emerged recently 
out of the Chechnya crisis. They are: (1) 
The Kremlin has called for the creation of 
an interim administration until local 
elections can be held. Yeltsin has appointed 
deputy prime minister. Nikolai Yegorov, 
as his representative in Chechnya. The 
Kremlin has also given a two-point 
blueprint that envisages: (i) rebuilding of 
financial insurer ions, restoring oil facilities, 
paying pensions and other social welfare 
benefits to residents; and (ii) lobbying 
through the interim administration to 
persuade the leaden of Chechnya to bold 
elections {International Herald Tritrne. 
January 21-22. 1995]. At*agside > these 
peace initiatives, the Kremlin has unieashdd 
terror on civilians and issued arrest warrants 
against Chechen leaders. (2) The second 
scenario is the resolute Chechen attitude 
to continue the battle with Russia to death. 
The Chechens have gone to the mountain* 
along with their leaders and weapons to 
wage guerrilla war against the Russian 
troops. This is the most probable scenario 
to prevail there in upcoming months with 
intermittent fierce fighting. (3) The third 
scenario concerns a possible truce between 
Moscow and Grozny with Moscow 
recognising Chechnya's identity as a tree 
nation. Only time wilt tell the efficacy of 
such a compromise, with or without 
Dudayev. 


(7)71naapoingw« hi Chechnya involving 
(he a n u v wJR drain the ooHMtrv's 


it wifl become fer Yeltsin's Rusrie. 
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Culture and Globalisation 

A Non-Issue at World Summit on Social Development 

KNPanikkar 

In the absence of an adequate recognition of die cultural dimension, the 
agenda of the World Summit for Social Development in Copenhagen 
next month is incomplete and ineffective as far as developing countries 
are concerned. The National Report ctf India is no better. It does not go 
beyond listing the achievements of the state and as such is a misleading 
document for any meaningful discussion. For any rethinking on social 
development, the implications of cultural subjection have to be taken 
into account. 


THE background literature put out to enable 
and enrich the discussion at the World Summit 
for Social Development meeting at 
Copenhagen on March 11-12 almost totally 
ignores culture as a crucial component of the 
dsee issues of thesummit ’ s concent - poverty, 
productive employment and social integration 
- except a very tangential reference to culture 
in the Draft Programme of Action. The draft 
says that “our societies are products of unique 
historical evolution, enriched by diverse 
cultures and languages and composed of 
different ethnic, religious and cultural 
communities... Government should protect 
the integrity of cultures and ensure that 
representatives of minority gro-ups 
participate fully indefining the social policies 
affecting their lives”. The Indian response 
embodied in the National Report prepared 
by the'ministry of external affairs, which is 
replete with contradictions and internal 
inconsistencies, is completely si lent over the 
cultural question, even while discussing social 
integration. The very concept of social 
integration is lopsided and inconsistent with 
the preamble of the report. The social 
integration is conceived in following terms: 
“Disparities in development across areas, 
regions and social groups combined with 
low level of income have led to the existence 
of certain marginalised groups who need to 
be integrated into the mainstream devetop- 
ment The National Plan attempts to fulfil 
this task through programmes for develop¬ 
ment of women and children, scheduled 
castes, scheduled tribes, minorities, other 
backward classes and ttecbsablccr(emphasis 
added). Although, what is mainstream 
development is not "spelt out, it should be 
dear that integration so envisaged would 
imp*u:the social and cultural specificities of 
these gjoupv The impact of the new cultural 
situatipft arising out of globalisation is likely 
to be more disastrous for the identity of these 
Toups. The preamble of the National Report 
like the fact-sheet of the UN celebrates,the 
right of the individual to live in a manner 
tint suits him, yet it is completely silent about 


the forces which would make such a choice 
almost impossible. This omission is indeed 
very strange, but not altogether surprising. 

There is an obvious disjunction between 
thestated objectives and commitments of the 
summit and the realities obtaining in countries 
currently subjected to the global economic 
and cultural forces. The UN backgrounder 
on social, integration claims that in “the 
context of sustainable human development, 
social integration is a synonym for greater 
justice, equality, material well-being and 
democratic freedom that implies equal 
opportunities and rights for all“. Its 
manifestation, it is assumed, would foster 
“solidarity, inter-dependence, respect and 
cultural diversity and tolerance for non¬ 
mainstream life styles”. At least in the realm 
of culture, the global context in which the 
summit is taking place tends to usher in a 
situation quite contrary to these expectations, 
since the cultural invasion promoted by the 
forces of globalisation threaten to ararihilste 
the plurality and diversity which the summit 
pledges to respect and seeks to preserve. The 
'national report has already given up tolerance 
for non-mainstream life, as it would be 
untenable with the liberalised market and 
globalised culture industry. 

Today culture is an important component 
of domination, both of and within devel¬ 
oping societies. The ideological apparatuses 
of state and of multi national agencies brought 
into being by technological revolution has 
ushered in this possibility. During the last 
couple of decades, culture industry in the 
capitalist west bn undergone transformation 
beyond recognition. A very large volume of 
capital has gone into this industry. Jones 
Priras holds that one out of fi ve Wlhe Acbest 
North Americans derive his wealth from the 
mass media snd that cultural capitalism has 
displaced manufacturing as a source of wea¬ 
lth and influence. Aided by technological 
innovation, particularly in the field of 
electronics, cultural products have swelled 
in volume and their scope and teach have 
phenomenally increased, luy cannot be 


contained morewithin national 
boundaries as they are too re stri c ti ve far 
effective snd profitable, operations. ' 
Transgressing those botmasries In quest of 
new pastures has beeo made possible by the 
pressure exercised by capital over develop- 
iflg societies. Therefore, coltijraUinperifflim 
Is the order of the day .but at the same thne, 
culture Is being deployed as m in u rnm ent 
of imperial ism. These two functions ofcutaiK 
in contemporary woridareckwety enmeshed, 
but a distinction does exist The f ormer is 
an expression of cultural capit-atism, whereas 
thHstter acts as the ideology of imperialism. 
Both serve imperialism and global maricst 
forces, yet the distinction is i mp orta n t and 
significant, as culture is now both a mask 
and a sword in die imperialist armoury. 

Cultural imperialism legitimises Itself on 
the plea that in modem times’ isolation is 
neither possible nor desirable. There is no 
place for dosed door policies any mote, as 
the world it moving towards a global village^ 
The cultures, therefore, have to meet 
necessarily and to enrich and univertalise 
through mutual interaction. What is 
happening, however, is not such an inno-cent 
process of acculturation, permitting the 
acceptance or rejection of cultural dements 
based on freedom of choke. On the contrary, 
the power differential inherent in economic 
relations determines the cultural interaction. 
WhatGandhiji said is worth recalling in this 
context. Referring to the possible relation¬ 
ship with outside world, he had welcomed 
winds blowing from outside, provided it did 
not lead to uprooting. Such is not the situation 
today. The exogenous cultural presence is 
not only unsettling the indigenous but alto 
trying to hegeiponise it for legitimising a 
concept of social development modelled on 
the advanced capitalist societies. That no 
such development is feasible is effectively 
conceded and the underdevelopment the new 
economic order woujd perpetuate is 
camouflaged. The national and comprador 
bourgeoisie and their ideologues, either 
wittingly or unwittingly, and for ideological 
and material reasons, is a part of this 
imperialist project. Their collaboration, 
however, reinforces the process of 
legitimation and helps to mask the real and 
mystify the dominant as the universal. 

If the Draft Progr amm e of Action is any 
indkrafion, the summit does not take adequate 
cognisance of the oontradictkMs in the world 
social order, b underlines several laudable 
ideas like international co-operation, dignify 
and word) of the humsn person and better 
Mutants of life in larger freedom, but at the 
ttvno tboo ivAttss to o@nsi^Nit tfcoto 
' WTttCn WKpy IQOC<M(nro0HW49IIlOIG1Q0V- 
ft should be evident that these foepsa would 
use the summit for furthering theif ideas. 
Unless tiie summit is gaara d so con tend whh 
them, id dsttbsntione are Mftikniylojhs bans- 
details tins favokffagoaanartentitin Emit 

(Const mptgt #5 US favkw otepao) 


ffo n t s era k and MJ tfeal We ekly 
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:hnologicaI Implications of r :, : mi -.iS? 
Structural Adjustment 

Case of India 


M R Bhagavan 


As a result ofthe Structural Adjustment Programme adopted by the Indian government in July 1991, India now operates 
a virtual 'open door’ policy towards foreign investment and technology in most areas of industry and infrastructure. The 
new policy regime is likely to intensify and accelerate the process of technological polarisation between the large and small 
scale sectors, and high tech imports will impede the design and innovation capability of in -house R and D units. An educated 
and skilled workforce is essential to economic development, and for this a new public policy far a radical transformation 
of the education system is needed. 


I 

Technological Scene on Eve 
of Structural Adjustment 

WITH the benefit of hindsight, we can see 
four major periods in the evolution of in¬ 
dustrial and technological policies of the 
Indian state, each period defined by depar¬ 
tures from some of the positions taken in 
the previous period. The first period, 1950- 
1965, was marked by the state acquiring and 
keeping the lead in the producer goods sector, 
i e, capital goods and some key intermediate 
goods, leaving almost the entire consumer 
goods and the non-strategic parts of the 
intermediate goods sectors to private Indian 
. and foreign capital. During the second period, 
1966-1984, the emphasis on state ownership 
and control of the strategic parts of Indian 
industry gradually declined, and the strategy 
of self-reliantly catching up with the west 
technologically was abandoned in practice 
(though not in rhetoric). The third period, 
which spans the years 1985-1991, signalled 
the retreat of the state from the 'command¬ 
ing heights of the economy 1 . It initiated the 
entry of the private sector into areas former¬ 
ly reserved exclusively for the public sector. 
It also witnessed a strengthening of the 
strategy of ‘import liberalisation for 
modernisation of industry* which was set in 
motion already during the latter half of the 
second period. The onset of the so-called 
‘stabilisation and structural adjustment 
programme* in July 1991 heralds the start 
of the fourth period, (fior a detailed presen¬ 
tation of the Indian government's industrial 
policies over the last 40 years, the reader is 
referred to Sandesara 1992.) 

The conventional division of India's so- 
called 'mixed economy' into ‘public’ and 
'private* sectors can be misleading. They are 
two sides of the same coin. It should be 
borne hr mind that from independence (1947) 
onwards the strategic aim of those who 
wielded real (as opposed Jo nominal) power 
was to make India into a strong nation-state 
on the foundations of a strong capitalist 
economy. There was a coovergenceof views 
between the state and domestic private capital 
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as to their respective roles in this endeavour: 
the state would provide highly subsidised 
transport, communication and social 
infrastructure, as well as basic materials and 
energy (e g, steel, chemicals, coal and 
electricity) required by industry (both private 
and public), impose barriers against imports 
and create highly protected domestic markets 
for the output of domestic industry; the 
private sector would accumulate capital and 
grow by supplying the domestic market for 
consumer goods. State intervention on behalf 
of domestic industry has been and will 
continue to be the key issue in the process 
of successfully industrialising any country, 
let alone India, as the literature on the 
economic development of Europe, North 
America and east Asia repeatedly demon¬ 
strates. (See the critiqueof the World Bank's 
1993 report on The East Asian Miracle' in 
the special section of World Development, 
April 1994.) The question, then, is not 
whether the state should intervene, but how 
and how much. As a background to the 
analysis in this paper of how structural 
adjustment is likely to affect industry and 
technology in India, we will in this section 
briefly review the technological outcome 
of the state intervention practised over the 
last four decades. 

During the first policy period (1950-) 965), 
with its three first five-year plans single- 
mindedly concentrating on building domestic 
manufacturing capacity in capital goods, 
India had strong technical collaboration with 
both the west and the erstwhile communist 
bloc. But with the onset of the second policy 
period in the raid-1960s, technology transfer 
from the communist bloc began to decline 
in favour of increasing collaboration with 
western transnational corporations. By the 
mid-1980s, when the third policy period 
with its strong bias towards liberalisation 
had been ushered in, the former Soviet Union 
and eastern Europe were out of the picture 
altogether. Already by then, technology 
agreements with the OECD region were 
running into several thousands. Since then, 
the demand for, and the approval of, 
technology agre e me nt s have greatly 


accelerated, as it evident if we note that 
dining 1985-1990 the total number of new 
agreements approved were5,203, which was 
80 per emit more than the 2.916 approved 
over the precoding five-year period 1980- 
1984 [India-DSIR 1992], These figures bear 
eloquent witness to the fruition of the quiet 
and implicit policy embarked upon in the 
early 1970s of abandoning the quest for 
self-reliant indigenous technological 
development. Official Industrial statistics 
in India are now graced by a new concept 
of classification, the 'foreign collaborated 
firm’, as in Wipro-Sun, HPL-HP, PSI-Bull, 
etc [Vyamilu 1993]. 

Let us now turn to the question of what 
actually has been achieved on the basis of 
this massive import of technology. 

Analytical Framework 

The concept of modern technology we 
adopt is a broad one. its 'embodied' or 
‘hardware* form consists of tools, machinery, 
equipment and vehicles, which together make 
up the category of capital goods. Its 'dis¬ 
embodied' or 'software' form encompasses 
the knowledge and skills required for the 
use, maintenance, repair, production-, 
adaptation and innovation of capital goods, 
which are often also labelled in the literature 
as ‘the know-how and" the know-why of 
processes and products’. In our usage, 
knowledge and skills refer not only to 
scientific, engineering and technical abilities, 
but also to the skills associated with 
organisation, management and information. 
Hereafter we use the terms ‘knowledge’ and 
‘skills’ interchangeably. 

We find it analytically useful to classify 
modern technology into two broad types, 
standard-modern mid highly-roodem, on the 
basis of five indicators: automation, seknee- 
relatedness, research-intensity, dominant 
innovative skills and leading sectors 
[Freeman 1974], These two broad types, 
which we hereafter denote by 'staodrvd- 
tech’ and ‘high tech’, are cha ra cte ri sed 
respectively by ‘medium’ sod ‘Mgh’ values 
hi tbeir degrees of autootdtieo. sckstOo- 
relatedaess and research intensity. Pot s 
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*kmf required• Use, 
m a ln whmin * . wpsir te d p iodao Oo o «t «h* 
cspWRr^.tefeOfhlg.»tfteretwqtypea 
of t ac hlte io^ci dtpimdiof eeuoe on the 
specific IMustriaiand infrastructural 
brandtosatuftlc ft onefsIbohiBf- In general, 
they OOtrtprfso a teg* aomber, but not all. 
of the skin eiMfOrisi listed unite the 
Intentittional Standard Classification of 
Occupwion*(Aop«natx 2), excluding those 
that cone uhocr sales, services sad 
agriculture. 

A country’s capacity to innovate in 
itaitdttd and high techs presupposes the 
existence of a good- base in die skills 
mentioned above. However, that is not 
enough. In addition, one has to acquire 
capacity in certain areas which are 
tpectftcatty irtnovaxioa-orieoted. Research 
(dentists and research eogiaeefs represent 
he class ef people with leading innovative 
skills. For much of the centqry-long 
juration of the standard modem era in the 
vest (1*60-1960), the research scientist 
md the research engineer worked 
ndivkhiallstically without being tied to 
systems approaches'. The transition from 
itandafd to high tech, both in ‘old’ products 
say. textile machinery) and in entirely new 
»nes (say, digital telecommunication), 
iependa crucially on systems approaches 
o solving problems. The innovations 
usociated with the high lech ares, and with 
he transition from standard to high tech in 
Jready known products, appear impossible 
without professionalised R and D entities in 
vhich research scientists and engineers, as 
veil as system and symbol analysts, work 
■ teams. 

Roughly speaking, the transition from the 
tandard-modern to the highly-modem era 
egan in Western Europe and north America 
ti the J960t. Some examples of the leading 
ectots that exemplify standard-tech capital 
:oodt and skills are steel, railways, 
lectricals, a u tom o bil es, plastics, synthetic 
utiles and synthetic dyes. However, all 
tea* ‘oW products have made the transition 
nd are now available in their high lech 
vatare. Examples of entirely new leading 
ector* that have arisen with htyt toch are 
licroeloctronlc*, c ompu te rs, digital and 
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lformatka, biotachnolocy (based ee genetic 
ngineeriog) sad aew materials. 
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do^ito^te.'siidi more «reapfe* .high 
tete 0htete of oaarse, the Indian state ; 
fbrmairted s host ef measures wjgstmnu 
.thiseapnc**''But no serious efforts wens 
made to systematically eaforoe these 
measures and to creste die environment that 
would oblige both the public end private 
sectors, as well as government-funded 
R and D establishments, to undertake 
technology designing and technology 
innovation. 

Table 1 shows thru imports of consumer 
goods had been drastically reduced already 
by the early 1970 b in compmson with the 
other two sectors. By then India was meeting 
most of domestic demand for consumer 
goods by domestic production, importing 
mainly a small range of consumer durables 
for its high-income stratum that it was not 
yet making itself. 

Machinery dominated the import 
oompositioa of capital goods, accounting 
for newly 90 per cent by 1981. The average 
annual growth rates of imports of machinery 

and transport equipment were also very high 
right to the end of the 1970s, reaching nearly 
17 per cent by 19*0. 

Since, by the early 1980s, India had 
achieved a large capacity in domestic 
manufacture of capital goods, the question 
arises to to why imports of capital goods 
did not decline much from the 1970* level. 
The answer lies in the fact that although 
India had achieved near self-sufficiency in 
replicating standard-tech by the late 1970s. 
it was very for from doing that in high tech, 
on which was whatthe capital goods imports 
in the 1980s and beyond concentrated. 
Nearly 30 per cent of the. capital goods 
imports in the early 1980s consisted of 
high toch such as electrical power machinery 
and switch gear, telecommunication 
equipment, computers, aircraft and ships 
IBhagavan 1990], In comparing the 
monetary values of imports, one should 
r e member that the cost of even one high 
tech capital good, say,* long-range civilian 
jet aircraft, may be several orders of 
magnitudes higher than that of a large 
number of consumer durables, say, 
dishwashers. 

India began exporting standard-tech 
capital goods from the tale 1970s onwards, 
accounting by 1984 for 10 per cent of total 
value ef exports {Lai! 1990). 
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ti jfri a sn i rtitr a l employment can be taken to 
bearoughantfready indicator ofanincfease 
ia ttto skin lete of the workforce, 

Looking at Table 2 we note that South 
Korea conformsto this pattern, but not India. 
Between 1970and 1989, there wasamassi ve 
shift downwards in agriculture’s share of 
employment in South Koreaby 30percentage 
pointrfoategory 6), accompanied by a shift 
upwards in the share of industry and 
infrastructure by 12 percentage points 
(categories 7,8 and 9). In India, three has 
been no shift at all in industry’s and 
infrastructure'* share of employment over 
the period 1971-1981. It it immobile at 13 
per cent, while that in agriculture has 
decreased by more than six percentage points. 
That decrease it in effect a corresponding 
rise in unemployment, as the other sectors 
have also stayed motionless, to U clear from. 
Table 2. Although the Indian data refer to 
1981. the well-documented fact that there 
has been virtually no growth in employment 
in *e organised registered sector of industry 
during the 1980s [Chose 1993) let us infer 
that industry's »d infrastructure’s share of 
total employment in the casiy 1990a is very 
likely lo be less than it was m the early 
1980s. Thus, at a very aggregate level, we 
can venture the opinion that Ihere has been 
no structural shift within the Indian wmtftwce 
in the direction of increasing total madune- 
reialed skill content 

Professional, technical and managerial 
personnel me of strategic importance in 
industrial and technological advance. Hare 
mo. India seems not to have undergone the 
kind of structural change that rapid 
technological progress requires. The figures 
forcstegpoes | »nd2 inTabk 2 deracaurnic 
that over the tO-year period 1971 -1981 these 
two categories stood structurally soil at 3.6 
per cent of the total workforce. There ik so 
factor in the Indian econom y that indierees 
that this figure may have moved up in toe' 7 
1980s. Rather, the opposite is hue. The 
measure of Indian non-performance 
becomes clear when compared with South 
Korea's strong shift towards higher skills 
as revealed by the four percentage point 
increase in categories 1 and 2 over (he 
period 1970-1989. 

Sa a triH C ANPThCHHOIJOOCAl. Mantomr 

Under the strategy of relatively rapid 
iixtostriatiaatkm that India adopted after 

Tabus I: Staicniaa nr fstroan or 

Mamupactvwsd Gooos: Ptoareraua 

Dtsmtauno* or Vau« or h a ws 
av Baoxo Sarroto 


1970 

1981 


Capital 

Goods 

i 

16.7 

11.4 


Ooods 

' Wj4 ’ 

7T.J 


Goods 

AS 

9,1 


Xtwrsr.OtoMfmiwYtotowftefl 


:ft r 

.J ’- i - b'ts 


-a i ■.. ..4- 


M-3 





Independence,• there arose a.'Musrply' ’ 
increasing demand for targe numbers of 
literate worker* skilled in basic Industrial 
skills. The tradition of recruiting unskilled 
i (and roost often illiterate) labourer*, and 
training them on the job to acquire the skills 
that any particular enterprise required, proved 
wholly Inadequate. It was argued that the 
expanding secondary education system 
would meet this challenge. 

On an average, about 15 per cent of the 
employees in industry and infrastructure 
belong to the skilled category. In theory, the 
supply of recruits into this group should 
therefore be easily ensurable by Indian 
secondary schools even at their current very 
low proportional intakes. One may be 
tempted to conclude that the supply of 
recruits for skilled work does not pose a 
problem in India. However, industrial 
employers would, in the first instance, be 
looking for vocationally trained candidates 
rather than fresh secondary school leavers. 
Therefore a better measure of the actual 
recruiting base would be (he output of 
vocational schools that train pupils over 
several yean in one or more industrial skills. 

In the early 1980s. India was producing 
around 4,00,000 vocational school leaven 
per year, which was roughly 7 per cent of 
employment in manufacturing. Thisshould 
be compared with South Korea's 8,40,000, 
corre sp onding to 40 per cent of manufacturing 
jobs [La!! 1990]. As mentioned earlier, the 
1980s in India were the yean of 'jobless 
growth'. So in terms of absorptive capacity, 
even the very modest output by Indian 
vocational schools (in comparison with South 
Korea's absolute figures, let alone on a per 
capita basis) was already too high for Indian 
industry. 

Technicians take a midway position 
between skilled workers and graduate 
scientists and engineers. Their role is crucial 
in industrial development. Ideally, their work 
should consist of diagnosing and putting 
right major faults in a range of sophisticated 
equipment, and liaising among the planning, 
designing and engineering sections, leaving 
the actual implementation of the designs to 
skilled workers. However, in the absence of 
any significant design work in Indian industry 
M present, the technical-liaising dimension 
has remained dormant. Instead, technicians' 
present primary duties are as foremen and 
supervisors, exercising technical and social 
control over factory floor labour. In other 
wprds, the talents and training of technicians 
are being underutilised. 

■One among several illustrations of the 
telling contrasts In skill levels and skill use 
be tw e en sluggish and dynamic industrial 
sectors is provided by gre figures for 
technicians in India and South Korea. Prom 
Table 3 one can see that whwreas there were . 
more than 50,000technicians per miJIkm of 
the population in South Korea as early as 
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as 1998. But when Hcemreioihepra&MUeh 
of graduate' scientists and rngitteery pm 
Indian figures are roughly at per ari th ldudi 
Korea's, at around 3.QQ0 per trillion rtf the 
total population (Table 3). Theiwoeomries 
are also at par in proportional wtralacMt (a 
higher education and specifically in science 
and engineering (Tables 4 arid 5). 

Invested Educational Pyramid 

The Indian performance in enrolment In 
secondary education is very poor, not least 
when compared to the leaders among the late 
industrialism like South Korea, h is seen 
from Table 4 Him by the mid-1980s while 
South Korea was approaching near uni venal 
secondary education, India had not even 
managed to get halfway to that goal!. . 

In the debate about the role of human 
resources in development. it is now 
increasingly acknowledged that without 
universal primary and secondary education 
it is not possible to generate the process of 
self-sustaining development. With universal 
secondary education, every child approaching 
adulthood will have internalised the primary 
knowledge base and the bask techniques of 
learning, with which she can acquire a whole 
range of new knowledge and skills. It is not 
a coincidence that the OECD countries and 
4he dynamic eaxi Asian economics (of which 
South Korea is used here as a reference 
example tocompareand contrast with India) 
first concentrated on attaining universal 
secondary education, before making higher 
education more widely accessible. In terms 
of financial resources, India has done the 
opposite: It has poured more public money 
into higher education on a proportional basis 
than into primary and secondary education. 

It shares this feature of the “inverted 
educational- pyramid” with many other 
developing countries [Upepdramgfc 1993a). 
But now with the SAP there's** firm 
indications that this lopsidedbehaviour will 
be put right and primary qhd secondary 
education will begin to get mure of the 
education budget. A 

The imperatives that lie behtndAis skewed 
policy of promoting higher ed ucat i o n while 
grossly neglecting primary and secondary 
education are those ofdm politically powerful 
tridcBe class [Upendraaatb 1993a). It wimtt 
higher education for hi offspring party for 
reasons of social status sad partly because 
it lithe minimum qualification required for 
any white collar job. But the oodtradicbon 
of supplying degrees uj excess of the needs 
of a sluggish economy bps been transparent 
for a lung lime in the jpriae of. gnaduMH 
unemployment, his reported that about 14 / 
mil li on scienceand eugieeariQggfUdgaias, . 
and lechniciant were registered *7.. 
unemployed .frt I99B j, jl 


- engineers mfi mnhgltUki Mtf'.. . 

■ shhougMndUi* rtprerit f re Wii s ihspwri 

third lariat rombihri ilth of throe Ihr 
profession*, ftI Ind us t ria l productivity h 
.kill recently bred negative and (ho quali 
of IU industrial prepa ys open to sarin 
misgiving. These negative reiteemes-fu 
their origins m the f b flnvri ng coarinki 
under which higher educates Mahno*. m 
ooatmuestohe.ca nth i n id d. P l rat. i ndprth a 
. the most devasMttingt Is that oon-reademi 
non-merit factors are derisive 4n grinii 
entry into profoagioBal course*. Second 
the pre dom ina ntl y booh-bouod orieetetic 
ofthetrainiftg.wiiirBtedearringaiidexsni 
■passing a) more totally disptacing prybien 
solving approaches. Third, out of tk 
rotaulmniiiriOTofuravereidaatMlceaege 
only « tiny fraction has the resources t 
prtwode bask laboratories and wotkshOfM i 
beck up t heore tica l work - for tte who 
with no experimental facilities, ackne 
stmpiy becomes thootogy.Pourth, v.:: 
higher education having exploded in no mho 
beyond imagination, there simply are n 
enough places in industries and nth. 
professional sectors U) place undergraduate 
for short periods of practical training. C 
top Of all this, there is the annual brain drai 
of promising young talent u> technological' 
greener pastures elsewhere, To quo* fru 
the Far Eastern Economic Review (1992 
“Ore of the 190 recognised universities, 8 
world-class science and engiaeerin 
institutions number only about a dose 
These schools turn out 3,000-3,Of 
graduates a year. About s .third opt f- 
management careen or the civil aqrvi 
Another third emigrate to the US, Cana 
and Singapore.” 
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The explicit involvement of i ; 
gove rnm en t of Mht in funding targes 
friemifc uod indosiriat research prods 
ind epen de nce in 194 1 r la 1943, .fofcpwn 
the British model, the (hen colon 
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■iMtapa. 
each, artf ft ptif llfrH ir to iddreu the 
rinoltigioft fMlMi aft-iadhtwy ud 
(tribute tatbdnolo ychl t nno v arim . Since 
a. the cxarcisoha* been repealed toother 
W* like agriculture, forestry, marine 
oprcet, mediclod, electronics and 
Scchno l a gy , witheach new are* being 
nod irtdtir > linMrur min i uni i i n 

: fundaaadconinjl* the correspon di ng 
long laboratories and institute*. 
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Foul ft and D funding in India grew very 
idfy duriagthc 19jlOs,iocreaeingby nearly 
totor of six over die period 1981-1991, 
malighdy over Rs 7billion io 1981 to 
42 billioa in 1991 (US $ 2.1 button at 
then exchange rate). Eighty per cert, of 
1991 funding was spent in government 
' and public sector enterpr is es, with the 
rate sector accounting for the remain mg 
ter cent |lndia-DST 1992). Over half of 
-government funding. Rs 18 billion, went 
toccorganiaalioni: the Defence Research 
IDcvelopmom Orga n isat i on (with its huge 
nber of R anil D units), the department 
atomic energy and the department of 
* research. m 

it order to ensure that lop class engineers 
Old he available for Icndiitj: industrial 
■etopment work, the liKhun government, 
generous Itnjnctal and technical 
Mance from Hie west, created five Indian 
Mutes of Technology (IfTi). Like the 
tonal labs, they too were geographically 
sad out. with two h» the north and one 
~ in cast, south arid west. Resides 
viihng undergraduate and postgraduate 
i juuh ia the engineering sciences, they 
edtirgedwtth the responsibility ofhemg 
he forefront of technological research, 
'be third approach to promoting 
moiogical research was much more 
use. It was to try and oopa both public 
aivatcscctor industries Imoestabrishcng 
tome R and D units with impott tax 
nss and g a m ma s amortisation raws for 
ad P aqaipment. ■ 
he scientific esubllabmeni in India 
htid yb e ib o s s * die krct t ha t In di a spe n ds 
than htroto model* h» past' Asia on 
ad Dane proportion of to total OOf. 
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im MiMlftiMiliaMMy. Its 1 
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products ohd procasear on’the 
PMrtwtCbaaidcringihatsiiycolasuisomi 
spew an civil tanRsndDby dr governm en t 
•ear the lari four decades. India Iks Buie 
to show In terms of civ il i a n itookeripn that 
H hgwwto From toothbrushes lo factors, 
from aboe parish to ships, from bicycles to 
burcs. any improvements dm the Indian 
customer may have enjoyed me add the 
result of continuing import of tedmotogy. 
The Indian customer is also unaware of any 
incrceveaial technical improvement in 
oommoditiroofregu lar arc thrc forem mc r e ¬ 
funded R and D may have kit upon. Not that 
private sector R and D has done any better. 

Wh st w srclrcthey may have ac c om plished, 
it I* apw dear that the government research 
labs and institutes have been less than 
marginal in promoting technical change 
and innovation in Indian industry and 
tofrastruefure.The labs charge industry with 
deliberately ignoring their contributions in 
preference to imported technology. Industry 
claims that (he labs have concentrated on 
work which is of no relevance to Industry. 
The accusations fly hack and forth. What 
the verdict of the present Indian government 
iscanbe inferred from the fact that it imparted 
a sharp shock to the go v ern m ent research 
labs and institutes in 1992 by not approving 
the expected automatic annual increase in 
their budget allocation, hinting that the future 
would he pretty dire. The ministry of finance 
has told them to generate 30 per cent of their 
budget from commissioned work from the 
private sector. At the time of writing, several 
of them have set up marketing units and task 
forces to try and sell their know-how to 
private industry 

A recent empirical study into industrial R 
and D in India [Alam 1993) finds that “a 
large number of firms were unhappy with 


ftelr eapotances with these [government) 

' laboratories and institutes. Mostfefcftetthe ; 
facilities available with these institutes were 
adequate, but that their approach to teatoKh 
tor industry was not vary positive. The most 
common feeling was that the national 
laboratories and research institutes were not 
used to commercial culture "and did not 
appreciate the importance of completing job* 
on time. Thistias led to frustration and tosses 
for the firms. Finns also feit that the facilities 
available with these tahoratoriesare grossly 
underutilised and could be used by industry 
for testing prototypes, etc". 

The IITs seem to have fared somewhat 
better than the CSIR labs in responding to 
industry’s needs. To quote from the same 
report [ Alam 19931: "Oifr case studies reveal 
that ...industry sponsored research projects 
tat the IITs) aimed at solving specific, 
problems". Be that w *t may. of the original 
two-part intention riwt (he IITs should not 
only produce the my best engineering 
graduates but also retain the intetlecluatfy 
brightest of them to do technological Rand 
D within the country, paly the first appears 
to have been seriously tried. A p p arentl y 
about a thousand I IT graduates leave India 
each year for North America. 

In-House R and D in Imoi imiML Rasas 

That brings us to a consideration of in- 
bouse R and D in industry. A look at the _ 
macro-statistics gathered and annually 
published by the Indian gouemaicM tegs us 
that the number of industrial firms with write 
kind of in-house R and D hat been steadily 
increasing over the last two decades and a 
now nearing the figure 1200. It also teUsos 
that the total amount spent by theason R and 
D as a proportion of their total sales is riboif 
066 per cent, avenged aver the *a-yesr 
period 1985-1990 (India-DSr r9?2). 
Considerable amnOats of ouc study autitriri 
and analyses, at both the micro ami non. „ 
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{AUm 1993; DorilfM, 11990; Oumaste 
IMS; Kathuria IM* Kstrak 1999; Kumar 
l«7;U8 19S7;TySbJt 1993], which also 
Investigate the Offset of government policy 
on promoting R and D ft the firm level. 

Empirical touches of several hundred (Hw 
were conducted by tome of the above- 
mentioned afhtxi They coveted the fields of 
commies. electronics, ehc ttteris . machinery, 
automobiles, metailtufy, metal working, 
chemical en gi ne er ing, minerals and mining, 
paper, textiles, leather and food processing. 
The firms identified the following activities 
ss die' principsl objectives of their R and 
D work: product adaptation, product 
diversification, indipentsadon of components, 
indigertiastjan of r»W materials and testing. Of 
these, the that throe were mentioned the most 
often. Some firms also claimed that they did 
some ‘product development’. On a closer 
look, what this claim boiled down to is minor 
modifications of imported articles, or their 
imitation or an expansion of the product line 
by introducing new imports. 

One of the measures that the government 
insisted on being im p iemeotod within foreign 
technology agreements was (he rapid 
repl a cement of imported part-components 
by locally manufactured ones. This process of 
•indtpc nfa Hon' of compone n t manufacture, 
as <t has come to be called, also required 
(fcjpU absorption of increasing volumes of 
-Ibieigh technology. The R and D units became 
the principal vehicles for indigenisation. On 
analysing their data, the authors find that the 
primary objective of firms in setting up R 
and£> units was to develop in-house skills 
to understand how the imported capital goods 
function (know-how), why they do what 
they do (know-why), what their strengths 
and weaknesses are. and what the critical 
points are of which one has to be aware. This 
process it called Technology absorption*. 

h Is vety Important so nose that technological 
innovation, which among other things 
involves acquisition of design capacity, 
does not feature among the R and Dgoai. 
of the firms studied. Product adaptation, 
which usually involves some incremental 
technical change, is the first step towards 
-product innovation. With most of the 
Mention being (dome d on nbaotbing the 
know-how, the learning of know-why 
receded into the background. Without know- 
whyfcta not poaaibto to successfully attempt 
change ami adap t ation In imported 
te chnolo g y tomtit tacal conditions. Nor was 
sadt rtMHP the first priority of moat firm 
o wns* * . Improvement to product quality, 
pnpliaptiMcffictaatiyamttobourpidtoKtivky 
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wasrnyumcsanaesccsrKau i^wno» 
(* aid 0 as a-porttatepe of sales 
thati other firms, with metal industries 
spending least, while machinery and 
chemicals take, intermediate positions. 
Roughly the same pattern holds for royalty 
and other payments for dis-embodied 
technology (i e, technological knowledge) 
as a proportion of sales. A ptausMe hypothesis 
dim wouid explain both these pmtents is that 
the rate of technical change in electronics 
and ele ctri cals is much higher than in other 
areas, leading to frequent imports of new 
technology, which in turn necessitates a 
continuous strengthening of the firm’s 
technology absorption capability. 

A sharp increase has been noted in the 
total volume of payments made for 
foreign technical knowledge (disembodied 
technology). But. at the same time the case 
studies find, somewhat to their surprise, 
that the more generous terms allowed for 
payments for technological knowledge since 
198$ and l&l have not led to any significant 
increases in the import of technological 
knowledge by individual firms as individual 
firms. The increase in the total volume of 
payments would then mean that substantial 
numbers of new firms have entered the marker 
as knowledge buyers. A prime reason why 
the costs of individual agreements have nor - 
risen to the degree expected is that firms are 
buying only very specific bits of hardware 
and software, and not a whole composite 
machinery. This ability to 'unpackage* 
technology and buy only that which cannot 
be locally generated is a promising sign of the 
growing industrial maturity of the country. 

It seems as though the limiting factor on 
R and D investment was not the terms set 
by the government but quite simply the level 
of the financial resources available to firms. 
In fact, most case studies underline the fact 
that on an average an Indian firm spends far 
too little on knowledge import and in-house 
R and O to really be able to attempt 
technological innovation. The firms are fully 
aware of this limitation. Their purpose in 
establishing in-house R and D is tost and 
foremost to absorb technology. Oneof India's 
leading industrialists is quoted as saying that 
Tune of Ohs [i e, in-house R sod DJ is 
research. It's mostly reverse engineering. 
Basic research would mean a lot of trine 
reinventing the wheel, and the foods required 
are such that most Indian com panie s can't 
co mp el s - Honda’s R and D expenditure is 
more thee ray annual turnover" |F«r£stgni 
E co no m i c Review I992J. 

Firms point out that a technology 
ag reeme nt makes it easier to source the 
r a piml g oo ds and produ cti on inputs through 
tog foreign partner's knowledge of, and 
contacts in, the. supplying market. Indian 
firm usually do not have the resourom to 
build-up such toiortutioo and market 
cmMMet. trordi. ttrt—lorr 

even less significant 


thanthey are made outto be-they are lea 
the vehicles for upgrading m d m oto gfr a 
knowledge than a practical and retativd 
inexpensive way of sourcing capital good 
and inputs. An extreme is reached when, a 
in some leather and textile firms, the foteigi 
collaboration a g ree m e n t is nothing moretoai 
a mens of obtaining market mteWpencc 
Analyses of macro-policy factors (ha 
promoted or inhibited R and D activities ■ 
firm level revealed the following trends. Th 
smallness of the size of most Indian firm 
in comparison with thosein the OECD regia 
in an inhibiting factor when it conies I 
sigmficant investments inRsnd D. In contrat 
to that, firms' export capacity and marks 
competitiveness had no significant impact 1 
either direction. The more liberal role 
introduced in 198$ and 1991 for forei 
equity holdings in Indian firms, as well 
for import of technology, seem to hav e static 
eroding the earlier rationale for investing * 
R and D. However, it was abo noted tin 
firms which increased their import 
technology and production inputs at* 
invested more in R and D to g e ne r a t e th 
appropriate kinds and levels of techoolo 
absorption capacity. 

in 


Structural 

1991 Ousb as PHEtiune to SSAP • 
t * 

The liberalisation of imports and forei 
exchange transactions, sanctioned fay til 
198$ policies, ate rapidly into India's forei 
exchange reserves. The sudden increase ' 
the import bill of oil caused by tfwGidfwp 
though brief, was another severe drain. 
the aftermath of the Ouif war, fore 
remittances from Indian workers fhpna til 
Gulf stales .driedup. With the ooJ h d cnc 
in the Indian eooouosy docUning. Mop 
resident abroad began withdrawing tiro 
forex deposits from Indian banks. By ti 
summer of 1991 the forex reserves sti 
down to a level insuffidem even to cow 
essential imports for a few weeks! 

The total external debt had mea n wh i 
chmbedto70faSfion(JSdoBaK.coReapondhi 
to nearly a quarter of the total GDP, fhria 
India the dubious distinction of being ; 
third largest debtor nation in tiretoMwar 
after Brazil and Mexico. With the fete 
reserves at rock bottom, indtii found has 
for the first time in the position of bavin 
to default on its debt servicing which hr 
new c l im b e d t o 33 per cent of exp o rt incoui 
amove thro would have choked offatiI font 
avenues for f qre ig ; loan rod credit fhcBtito 
Hvc ves ts after tire ootiunttic nrotaotint 
made by toe Indian gov er nment in M 
while launching its HhrritHto tTri potato 
In fiscal crisis had not pot any hQMSfjh 
worse. A measure of that crisis ts thefo 
wm nc wc&mmwmcQ wompe Wwwp^|< 





fthe saving* of middle cits* 
rid fn brok* bonds and sundryfinaneiaT 


atltutiom and instruments) had reached! 
dggefingSSpereentof theGDPby T991. 
! the tame year, consumer price Inflation 
id risen to 14 per cent from the 8 per cent 
i 1985. * 

The balance of payments crisis and the 
■cal crisis of the suae are deeply structural 
td cannot be resolved by short-term 
eauires. But a quick short-term ‘flx’ had 
' be found to stave off impending disaster, 
id it came in the shape of yet another, 
assive loan from the International Monetary 
ind. But that loan was conditional on the 
dian government's commitment to impie- 
entfcig the IMF i standard prescription of 
ifcd*satkxiandstructuraladjusunent(SSAP). 
ds is not the place to recount the details 
the measures proposed within the SSAP 
r various sectors of the Indian economy 
id society. For a meticulous, if somewhat 
isitivist, summary that captures the 
senturis. the reader is referred to Das (1993). 
The thrust of the stabilisation policies is. 
devalue the currency to make exports 
caper and imports dearer, tocheck inflation 
rough a squeeze on money supply, credits, 
■ges and incomes, and to stimulate 
vestment and demand through tax 
factions. The principal long-term aims of 
: structural adjustment programme (SAP) 

■ to reshape the economy along ‘free 
uket’ lines which would drastically curtail 
; role of the slate in the ownership and 
MTOl of economic assets and activities, 
re the private sector (both domestic and 
tdgn) the dominant role in all sectors of 
t economy, promote unimpeded imports 
foreign goods, services, investment and 
hnotogy. provide special incentives to 
»mote exports, end all subsidies 
r sharply reduce state financing of social 
•vices such as education, health and 
nsport. 

vigorous debate is taking place among 
lian academics, policy-makers and 
remment officials on the pros and cons 
the SAP. A great deal has been written 
published. To obtain a quick overview 
be positions taken, lire reader is referred 
jO-ARTBP (1992), Raghuram (1991). 
«a (1993) and Nayyar (1993). 
fo sum up, then, 'KberelisaUon' and the 
werewot bolts from the blue. Between 
'closing' of the economy in the early 
i0» and iis near total ‘opening’ in the early 
Os, oftri&sn discern a gradual palitittl- 
nopqrfSppejs, the turn towards the 
e n yg ’ffi eady being taken by the mtd- 
0*. Thtf fiscal crisis of the state and die 
me* of payments crisis, which came to 
:ad in 1991, are but the latest episodes 
long drawn out struggle bet w e en die 
in contenders for econom ic and political 
vttt(Bardhan l984;Patnaik l986;Kurien 
18} Bhagavan 1987). 
w,‘ ' 
t#c \ 


The new industrial policy imoducod by 
tht Indian government as port of the SAP 
extends and completes the liberalisation 
measures of 1985. We summarise its main 
features and the asso c iated technological 
measures below. 

(a) The hcensinf system has beervabdiahod 
for ail branches of mining and manufacturiag 
industry except those involving strategic and 
security concerns, social and environmental 
concerns, hazardous chemicals and elite 
consumer durables. These exceptions 
comprise the following: defence, aerospace, 
ex plosives and fossil fuelt; alcohol, tobacco 
and asbestos; sugar, animal fats and oils; 
leather, fun and skins; chemically treated 
wood products, paper and newsprint: 
pharmaceuticals; motor cart, cn se rtsi runcat 
electronics and household white goods 
(refrigerators, washing machines, air- 
conditioners, etc). The small-scale sector 
would, however, be automatically exempt 
from licensing for any of the above 18 
branches which fall within the list of 
commodities already exclusively reserved 
for it through earlier policies. The upper 
limit on investment in plant and machinery 
has been raised from Rs 3.5 million to Rs 
6 million for small-scale units in general, 
and to 7 million for so-called ancillary units 
of bigger firms and for export-oriented small- 
scale firms. Other firms can now hold up 
to a quarter of the total investment in any 
small-scale unit. No I teeming is required for 
expansion of existing production capacities, 
or for adding new product lines within the 
existing commodity area of-the firm (so- 
called broad-banding). • 

(b) RermiMioa to impart capital goods would 
be automatic for projects which ensure fore¬ 
ign exchange through foreign in vestment, 
provided their CIP value is less Don 25per 
cent of the total value of the plant and equi¬ 
pment, subject to a ceiling of Rs 20 million. 

(c) A virtual ‘open door 1 policy for foreign 
investment, with an upper limit of 51 per 
cent of the equity in any given firm, comes 
into effect in 34 so-called ‘high priority 
industries’, which coven a great many major 
branches in capital. Intermediate and 
consumer goods se ct ors, aa wed asin tourism 
(see Appendix)! ToquaHfy for such automatic 
clearance, the foreign exchange cost of die 
imported capital goods must be covered by 
the foreign equity. 

* (d) Technology agreements with foreign 
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be wuptotealty approval' would hut far. 
a rauniasua of 10 yean from the date of 
agrwemni^-.qt seven years After $0 
. eett t mq m m& l production, Wow-priority, 
totfasirjea would risocajoy ddiptwtegBqf 
a utom a tic approval provided 3hey did hot. 
claim the same ‘fixe’ access to foreign 
exchai)cctschmhigypBymeeto% which t 
priority toduatrieshm«>;ii<jp#I;> 

(e)Noj 
hiriqg foreign 

<0 The eight industries Mriiij>p,rHirvod. 
mrhuj-Tli fill thn |adi|lr siirlt||)gi((blnmr 
be open to the private 

defence; stosric energy and toUfed tools, 
and materials’ fossil faris; Jb*, mltjjig of 
ferrous and non-famjus ores, to well some 
strategic arid precious mauis; and railway 
transport 

(g) Public aector firms would be subjected 
to critical review, which wotdd not exclude 
the possibilities of closure, liquidation, 
rehabilitation or privatisation. The criteria 
that would guide any action in these directions 
would be related to inefficiency in 
performance, low levels in technology, 
smallness of scale, low social priority, and 
not least the existence of wdl-devdaped 
private sector capacities supplying the same 
commodities. The government has 
announced its intention so sell 20 per cent 
of its holdings in the public lector, while 1 
simultaneously directing public sector firms 
to generate more interna! resources. Public 
sector firms would from now on he held to 
agreed levels of performance through 
binding memoranda of understanding. 
Their boards would be made more 
professional and autonomous and given 
greater'power. 

(h) The central provisions of the 
Monopolies astd Restrictive Trade Practices 
(MRTP) Act have been scrapped. Mergers 
and takeovers are now fredypnmittod. Mor 
govanment approval for expanding present 
undertakings or for starting new onto is no 
longer necessary. 

(i) Both imports and exports have been 
greatly liberalised. Only very few 
cununodiiw tars banned outright from iptpcst 
and export, wWfo between 60 and 70 are 

dp flhf 

IninOlWff iO fltyrtY ClTfa f* . 
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■ UnririttfiniincrM 
throuih ■ flit#, -IHpf 1 ' it , 
in veionMUil tefcNMHMreQAd* hit btr 
Invert meal tty dm dmuattie private sactOr. 
bird, Hfokased «Rd V’t^y, tabedithe public 
and prWw aoctoni; aui Wthr inc rea se d 
competitiveness fa domestic idd foreign 
markets both In terms of pri cm andquaHty. 
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At wt tove incKeMcKt in earlier sections 
of thix paper, the process of liberalising and 
opening upthe Indian economy «ui gradual 
one which picked up speed in the second 
half of the 1980s. Under the influence of this 
process, Indian industry and Mraamictuie 
began to undergo a shift and a restnictimng 
in tb«,!98Gs relative to the character they 
, hadaojMtfodbythelate 1970s. The structural 
udjustmettipoltctee introduced in 1991 are 
| likely to iifmuify and accelerate the trends 
set in motion in the 1980s Of the various 
elements that make up the new industrial 
policy package of the Indian government, 
the following can be expected to have the 
greatest impact: 

(a) AtaoKtion of the licensing system, in 
conjunction with the abolition of the 
restrictions on growth in investment size, 
production capacity and product lines of 
individual enterprises. 

Ih) Automatic approval of majority equity 
holdings by foreign cRpHal, and of foreign 
technology coHahtqjjj ^pj^ ieauents. in the 
34 high priority aii^jMBWIa the Appendix. 

(c) Unrestricted 'Nrfiabrta of capital goods, 
technical knowledge and managerial 
c*pert|«Mn a laigg number of industrial and 
infra maun al branches, on the cotsditioa 
that thOse am paid for 10 co n vertible hard 
forei^t exchange brought in through foreign 
investment byjbo enterprise in question. 

(d) AHo uj a fa up to one-quarter of the 
investment lHhai of a small firm to be 
owned by’ 

(e) F 
for i 

We now cutetae the differential im pa rt 
Uwt the hear policies am Hkaiy to have oa 
the restrurttung proceaa that had been set 
•n metkm hefaaa 19M, 



penalties on the public sector 
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production capacity and product llnes gooe. 
die fight between 'the big industrial-cum- 
tmding houses srid greedy intensify to grab 
as much of the co nsum e r goods cake as 
possible. The scene is set for the further 
ipreadiitg of tbe cOaodrof otigopoly that has 
affected the Indian body industrial and 
economic so long, with its ills of market 
rigging, price fixing, indifference to quality 
and ptedilectfon for kickbacks. 

The impressive growth of the small-scale 
sector over the last four de ca de s has taken 
place under the protection offend by two 
policies: first, the reservation of certain 
commodities for the small scale sector from 
which the large firms were excluded; second, 
severe restrictions on how much of a small 
firm’s capita] can be owned by other firms. 
While ‘commodity reservation' it soil in 
place in the new industrial policy, the capita) 
ownersip restriction has been substantially 
weakened. One can foresee how through the 
‘25 per cent rule' mentioned above, large 
companies will increase the scope and 
magnitude of their control, dr facto if not 
de/ure. of the more dynamic and profitable 
small firms, something that has been 
conducted so far on a modest scale by 
undercover proxy ownership. This in turn 
will indirectly further erode the protection 
offered by commodity reservation. The small 
firms that come under the grip of targe ones 
will perforce follow the economic rationale 
of the latter in replacing labour-intensive 
technology by labour-displacing ones, and 
local resources by non-local ones. 

These moves will further entrench and 
accelcratcthc decades obi process of concen¬ 
tration of the more profitable goods in the 
hands of s limited number of huge firms, 
with the small scale sector left to produce 
for the poor majority. The brunt of this scalc- 
cncroachmcm will be borne mainly by the 
following historically most dynamic bran¬ 
ches of the small scale sector, which today 
account for between 40 and 90 per ccm of 
the branch wise value added (see Table 4.2 
in Ssndessra 1992): food processing, 
beverag es , tobacco, textiles, wood sndtadier 
products, and simpler metal nrupkicti and 
pans, including household uniptits. 

Production so* Domestic Majucot 
vi FosOhm Maxtor 

AYWONf DU 3 SOrCBPPI Mp pnOfHy 

Indian gW’emne* has opened 
up tot major*) pgpymmenmp oy remgn 

bnettomncidoace. hit entirety 
ssKh the post Indepandanca 


economic policy package is entirely 
predicted on being able to attract hard 
durrency investment and high tech from the 
OECD and east Asian regions, to improve 
the competitiveness of Indian industrial 
goods, in particular of consumer durables, 
en the world market Itishopedthat foreign 
investors will be prepared to accept a non- 
controlling role in Indian firms in return for 
attractive profits in export markets. However, 
it is no secret that the OfiCO and east Asian 
investors are primarily interested in getting 
into the growing middle and upper income 
markets within India. They Ore less motivated 
about helping Indian firms improve their 
export competitiveness. The interplay of 
these diverse interests is likely to lead lo a 
major restructuring of the large scale sector 
in Indian industry along the following lines, 
it applies to bmh the private and public 
sectors. In all the three use-based sectors 
(those illustrative examples mentioned below 
which belong to the huennediaie and capital 
goods sectors are taken from the Indian 
government's priority list reproduced in the 
Appendix): 

(1) Firms winch are mainly geared lo die 
domestic market, with no foreign investment 
but using imported earlier standard-tech 
designs. 

Examples: Textiles, beverages, radios, 
television sets, refrigerators, watches, 
pharmaceuticals, chemicals, fertilisers, p^xr 
and pulp, mbber.cemem. building materials, 
machine tools, industrial and agricultural 
machinery, passenger and commercial 
vehicles, railway equipment. 

(2) Firms with foreign investment and 
imported high tech producing largely for the 
domestic market, but also attempting to 
export a part of (heir output. 

Examples: Colour television, video*. 
compact discs, washing machines, buusehoA 
gadgets, passenger vehicles, pbarma- 
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1975 

1905 

1975 198$ 

Mia 28 

Soath Korea 56 

.38 

90 

' 8.6 6.4 

10 3 54.2 

Somrct: UhtBSCOSertxiHsJ 

Yrmrhook, 1991. 
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ucuticalt.chemlcali, pre-fabricatedbuOdtog 
materials; electrical, electronic and 
tdecommonicatioo equipment. 

(3) Primarily expert-oriented companies 
with foreign investment and imported high 
tech: 

Examples: A range of the latest micro¬ 
processor based consumer durables and 
household gadgets, chemicals, computers, 
computerised equipment in electricals and 
electronics. T 

. Retrenching of Public Sbctor 

Until the mid-1980s, the public sector had 
been assured a privileged and pampered.- 
place in the industrial and technological 
advance of India. That era is coming to a 
close. The new policy directive is to hold 
public sector firms firmly accountable for 
. their future non-performance, entailing the 
real possibility of cutbacks and closures. In 
addition, there is the stated policy intention 
of privatising 20 per cent of the government 
holdings in the public sector firms. In the 
none too distant future this may mean that 
the public sector will have to vacate its place 
in a range of industries and technologies. 
Into which of these gaps the private sector, 
both domestic and foreign, will step depends 
on their perceived profitability. Clearly, many 
will not be. This heralds a radical reordering 
of the industrial scene in India, the contours 
of which are not yet discernible. The old 
self-imposed imperative of wanting to make 
nearly everything from minors to missiles 
has lost its relevance. 


Technological Implications of 
Structural Adjustment 

fat the first section of this paper we reviewed 
the main feature* of the technological scene 
in India on the eve of structural adjustment. 
We noticed there that the characteristics 
attained during the ‘dosed economy and 
strong state intervention era’ had begun to 
alter under the pressure of liberalising and 
opening up of the economy in the 1980s. 
Chief among the features in the late 1980s 
were lack of dynamism in technology 
absorption, absence of technological 
innovation and design capacity, spread of 
technological dualism, lack of significant 
structural change in the skill composition of 
the workforce, poor educational base, etc. 
Weasgue below that the new policy regime 
introduced by SAP is likely to entrench 
these negative features rather than help to 
oveabmte them. The increasing dualism and 
polarisation in the am of technology and 
skiltt is one of the outcomes of 6e conflict 
between rival interests: domestic capita] vs 
foreign capital, the Indian state ys thefireUon 
Woods institutions, production for the 
domestic market vs the export-market, the 
' public sector vs the private sector, the ‘sick’ 


’ puMtewotwr vsdseliijjtty* 
to targe scale vs Ai'anUI aCsie.«a Oh*.' 
among several major oonaequcitcet Of fhiatl'; 
processes will be, that medium and taig&- 
scale firms wiH speed up tfwif retooling with 
importedhigh tech, ahenckming domestically ' 
produced standard-tech as fwt as they cm 
afford. In contnpt, die smalt-scale sector 
will continue to depend on locally produced 
technology, becoming by stages it* principal 
customer. 

Acquisition of New Skills 

- As indicated earlier In oflr analytical 
framework, high tech is characterised by 
high values in the degree of automation, 
science - rd atednets and research-intensity. 
The high values of these three features are 
now built into most industrial and 
infrastructural branches of the OECD 
countries, and present OECD research is 
geared to making them ever higher. Any 
contemporary technology from die OECD 
that India acquires with foreign equity will 
be of this kind, irrespective of whether the 
product or the process it ‘classical* or not, 
e g, metallurgy, industrial machinery, 
vehicles, cement, wood, glass, rubber, paper, 
printing, food processing, beverages, seeds, 
etc (see the Indian government’s list of ‘the 
privileged 34‘ in the Appendix). One 
immediate consequence will be that Indian 
firms will have to retrain their engineers and 
technicians to use, maintain and repair the 
new technology . Various branches of high 
tech share a common base in certain new 
generic fields of knowledge in science and 
engineering. There is therefore good grounds 
for thinking that a substantial part of the 
retraining should be common to most firms, 
whi le the more narrowly sped atised activity- 
specific skills coulr^be imparted inside the 
firm. Since top quality and hands-on 
practicality are of the essence in such 
retraining, there are but a few institutions 
in India who can be entrusted with this task. 

A number of questions ha ve to be addressed 
urgently: who should, mount common 
retraining courses, how should the costs be 
shared, where should the courses be located, 
is there any credible national expertise 
available to impart the training or is one 
obliged to rely hravilyonexpatriate expertise, 
etc. The private and the public sector should 
jointly create an independent-minded task 
force, with no vested interests, to consider 
the questions and draft a strategy for 
retraining on a national basis. 

Usually, the introduction of higlf tech 
renders moat semi-skilled, and some skilled 
work, redundant. (The limited n u mber of 
skilled workers who will be retained by 
firms in the transition to high tech wffl have 
to undergo retrainiitf of the kind offered kx 
technicians.) Since, under the present 
relatively just Indian labour laws, workers 
cannot in effect be r e tr en ch e d, the private 





■ yet no signs dmt-any .'t-tm at rhqil ve, humane 
HidwoductivbVtratqgyltmbeeno 
deal with thia tftaHeng*. ft wonld be * 
tremendous waste of the existfn 
technological capacity of India if the 
technical capabilities of ‘potentially 
redundant’ workers we n ot use d p rod u cti vely. 
Theoretically, there are three ways in which 
their capacities can be ao need. 

First, ir one has confidence in die official 
prognosis that SAP will usher hi alien of 
very Ugh growth rates, the new industrial 
enterprises, bad) huge and small, may be 
expected'to absorb some of the retrenched 
workforce. But onecaonot be sanguine about 
it The 1980s relatively Ugh annual rates of 
industrtalgrowth of 8per cent occurred with 
almost, no growth in jobs in the registered 
organised industrial sector. Growth in output 
was achieved through higher-labour and 
technological productivities. The Ugh lech 
transition will in all hkdihopd attempt to 
continue this trend of high output growth 
with low job growth; thatisin fact, what « 
will have to. do, if all that la asked of it in 
terms ofhigh productivity, efficiency, quality 
and market competitiveness has to be 
delivered. So this route is likely to remain 
closed for the redundant workforce. 

From the recent computations of Ghosc 
(1993) one can infer that labour productivity 
in manufacturing during the second half of 
the 1980s maintained the increased positive 
levels it had attained in the first half. This 
trend seems less due to increasing skill 
content of the workforce than to increasing 
capital intensity of the means of production, 
retrenchment of l atouw id the phenomepoa 
ofjtMeu growth. as we have egged 

elsewhere (Bhagavaifj’PWl, productivity it 
not merely a function of shop f|oor 
efficiency, but also of crucial extensijgitics 
such as transport and energy infrinnwlini ■ 
It is not a coincidence that the hm^m 
investment in railways, electric' ppper 
generation and fossil fuel produqtioti 
preceded the 1980s increases ft> both • 
industrial output and pn- gravity;/ • 

The second route is throi^fr smafl acak 
industry. It is t raditi o n ally mere h jfr pUf -1 
intensive than large industry, it wo^d be 
ideally suited to the levels ofskiH dug the - 
workers have. &pt to absorb labour af tte j 
rate required, h will have to grow at a much j 
greater pace than it il now doing. The wind 
is apparently blowing ,in the opposite 
{Break*. Potential smaH scale luveatpn arc 
flgMng-sfty of gettiftg to, saying jhai the 

competitioa is fierce and mariretderiiandit 


The third reute'fs ««turotoltoyq*a, wiih 
ma a rirefadilir to i 'e wm a m to m oda ru ener gy, 







:-*i-mm*ti ba, wbfcarolKsaaw time 
^or^a* the 
tatfrn n l og ioil r i p n Hntirt *#» pvtkferoc. 
.'.fit «he press* i^aof SAP-begm»iiy the 
■ $M mute may totiud.lta wince Action, 
given the forte h os til it y of the b ag att e r i of 
SAP - the IMF aad thnWcrld Bank - to 
anything that smeili ramotety Keynesian. 
Bat they m*y baforced to temper (heir 
matte* famhanrinaflsn) u nder the praiiim 
of the new employment-creating forces 
gathering pace in wea tun Europe. At the 
European Unton (BU) summit meeting held 
in Corfu, Greece, in Jana 1994, the heads 
of the BU gev oramaat s a wde raad the neo- 
Kaynesian propesali yntatnid in the white 
paper of Jacques Deion. president of the 
Barapeah Commission, (a create massive 
numbers of.new jobs baaed on saw skills. 
This is to be accomplished mainly through 
the Trans-Fa sip i aa H ans pHe s (TENS) 
rryfmtinc PHnpnni 11 wwumpon mm 
epaunutuestiou projects. To tptotc from the 
Guardian (Jane 1994), “the summit agreed 
to step up governments’ role in stimulating 
‘theunprecedented technological revolution’ 
which can lead to developments in 
teleworking, distance bunting, road and air 
traffic management, hcplth care networks 
and electronic tendering”. The Delors 
proposals are the product of the new 
economic thinking that has emerged in 
western Europe over the last few years to 
grapple with the task of recoveting from the 
cfei^er of the Reagan-Thatcher era of* ne w 
Hbanfiaat , [Lane.l993; Keegan 1993;Lipietz 

w, 

Seice technological dualism will continue 
to deepe n in India, the question arises as to 
Jk>wW cater U> thatechnoiogical upgrading 
of die man scats sector, which as we have 
seen above, will be even more crucial in the 
SAF-ent than it was before SAP. The market, 
as one knows too well by now, will nat do 
it un a s s isted . In fact, the smaii scale sector 
in India owes its existance and growth to 
state protection. Been e of in tremendous 
heterogeneity and extremely wide 
feop^fcfcaldi^sr^Mtional ttdnolofy 
suppliers cannot individually effectively 
inform end s ervice this seder. 

This prompts the suggestion dim the mate 
actively promotes the idea of small 
industrialists' asso c iations themselves 
astabii^tliig technology estates in all 


information to the kscai small iavmton in 
ftp |fH|MBpEs Hw inffuii^lm iftoiikl 

MIClQM0y 


:> 'A^^^muy^fln»inlndfekhve 
In^uxtseR snd'Dat&s. The swatquahSad 
wort they de ls tech nel og y ab so rp ti o n ; 
technology design and innovation are al 
present beyond their capabilities and 
rc a e un oea. In di e transition to imported high 
tech, these It add D units ire already 
confronting, rod wM o en tin u e to confront, 
the challenge of re-skjlKng themselves to 
absorb the newtachnology. The kind of re¬ 
sulting catted for often involves a shift in 
their iec hn s to gicatparadifin.lt win demand 
of them that they not only theoretically 
understand the new concepts and die new 
way of reasoning, bet also translate that 
ondentanfeng into shop-floor practice. 

The present in-house R and D units, which 
have evolved slowly to deal with the pre- 
high ted) situation, cannot be 're-jigged' 
overnight to take on the new challenge. 
There is iittit doubt dmt feek imparity to 
absorb technology wW go thro ugh alongish 
period of rerious decline. Older professional* 
who are the intellectual leaden in their R 
and D units are likely to find that they cannot 
make the transition. A vicious circle of stiesa 
conditions leading to poor perfor man c e will 
set in. 

Although the decline cannot be arrested 
in the short term, certain measures need to 
be put in place fairly aeon to creme the R 
and D capacity in the medium term that 
firms will need, if high tech is not u> remain 
forever s ‘black box with buttons sttached' 
for Indian industry. To (Ms end, fee private 
and public sectors should together 
commitskm experts (preferably from high 
tech exporting cotmuies) to analyse the 
entire complex of pro blems and suggest 
strategies for overcoming them. More 
increases in hardwire rod software resources, 
in salaries and pert* and In fetra-Rrm status, 
will not by thems el v es be sufficient to 
generate feu mod ration and fee ambition to 


be 1MI 
caatofi 


tavocnon **€> Maasowaa 


tThsrefere me of the keys will 
latatar roorate with the ritibt 
MggkttfeahuMiof iufen'tfew 


grti Disame. That sriU not be 
fjrn fee pnfenoea of the 
feodemtis toentignte toNorth 


ptibBc education system, fomad access Jo';’ 

’ ' post' primary pttbtic education aad higher; 
user fees for edocatioa services at the 
secondary and tertiary levels. Ai fee micro 
level, cha ng e s ia hnuartiold incomes aad 
prices (user fees, reduced student wAaidi is) 
dimedy Influence the demand for etaation 
by ahrringTtir opportunity nut nf anrod fe g 
school.Ikwacliol d iacomesalso e ff o r t hes h h 
iod nutrition * f nd dun « ^ ttr r r i ly 
influence at t e n dan ce sad learning. Finally, 
adjustment affects education through 
ebaages ia markets and infrastructure (re- 
soltiag from currency devtkukM, fiscal 
sad monetary restraint, sad price 
llberalisatioa) that affect supply of nducs- 
tioo services and the opportunity cost of 
attending school... . 

In plain English what the above-mentioned 
measures could mean for secondary and 
higher education in India is tint, cuts ia 
public funding, acctxnpareed byte charging 
of fees; second, a decrease in the atanber 
of pupils aad studenu from poorer 
households; third, a farther deterioration of 
ihe public education system; and fourth, fee 
strengthening of private education to (he 
benefit of the higher income houadwldh. i 
To go down the route charted by SAPja 
the area of education is to jump front the 
frying pan into the fire. Iodia's dewrinp m c ut 
ideology notwithstanding, the Indian 
government has over the last 40 peart; 
neglected primary and a » on d ar y rrt u r atio ti 
in comparison with higher (tertiary) 
education. Since the education aystepi (uR* 
been, and continues so be, aimostcUtiR^y 
in fee hands of the Indian staid. k .cqgnet 
disdaint responsibility for the iwripdtira s u H. 
the utter lack of quality that have d e velope d 
at all levels in the system [Shatragne Iftft; 
Upendtanath 1993b]. ' t 

The industrial and techffldogicsl jptMiifeU'' 
of India needs precisely tbeoppoeitedfyfeg 
the SAP rec om mends hi ed u c a tio n. A «j|tid' 
advance on a broad fronti* only pcatfeie 
If tfw H itnrtrtn l md icdMUCsi ijpfv 

the young in India h raised ** * v »ubar «f 
fee greatest urgency. That is iaapaaafelnfR 
fet Indian context without increased mtetitv* 
support from the stale, bin a support feat h 
administe red in a radically feffcrgut stay, 
than at present. The need off fee hour;jbfeNh 
SAP-inspired dismantling of the pab Br 
education system, but a revolutionary 


funding af education ia 
Min hi goaerai |s bust 


quality of realty skilled young p eop te -Wfeg 
use peasant gysstaa ts tmpanmg n ast 
education, but bits of ctaal paper certifying 


Bib dr feat'made. 

Ta ttire a Wnf out of India* t uetfeNbour* 


World Saab 











Science arid mathemkicfatbn^ 
early 1990s to high school pupils across a 
representative sample of the OECD and the 
developing countries, with India included. 
South Korea topped the list, with Japan 
coining next, western Europe and North 
America on their beds, and India so far 
behind as to be invisible in the race. 

That said, there is most definitely a need 
for draconian measures to convert the present 
higher education system from its present 
degraded state of being one vast conveyor 
belt graduate factory into a system that 
actually imparts knowledge. A re-structuring 
of public funding based on the criteria of 
social equity, quality and merit, while 
simultaneously encouraging higher income 
groups‘to take advantage of privatised 
institutions, would be the strategy to follow. 

The present system of govemment national 
laboratories and institutes has outlived its 
original rationale. It is demonstrably not 
contributing to significant innovation in 
science and technology. It impact on industry 
has been minimal. The move by the present 
Indian government to progressively reduce 
its commitment to this moribund system is 
a wise one. However, that does not mean 
that the state can afford not to fund scientific 
and technological R and D - quite the 
contrary. Again, as with the educational 
system as a whole, the state needs to pump 
vastly more resources into R and D, but 
along the lines of an entirely new strategy. 
What the new national R and D system 
should look like and how it should be put 
together are issues should be publicly debated 
in tn$ga. The ideas that have recently emerged 
in the Advanced industrialised countries on 
“national innovation systems” would be of 
seminal value in such a debate and in arriving 
at future policy decisions [Nelson 1993]. 

Appendix 


Hun Pnroarrv Industries which Qualify for 
54 Pan Cent Fcwbon Equity Hold) no and 
fWA utomatic Aetroval of Foreign 
Technology Agreements. 


(1) Metallurgy 

(2) Boilers and steam generators 

(3) Prime movers (other than decutcal generators) 
At) Electrical equipment 

(5) Transportation equipment 

(6) Industrial machinery 

(7) Machine mob 

<81 Agricultural machinery 

(9) Earth moving machinery 

(10) Industrial instruments 

(11) Scientific and electro-medical instrument!, 
and laboratory equipment 

fl2) Nitrogenous and phospbatic fertilisers 

(13) Chemicals (other than fenHisers) 

(14) Drags and pharmaceuticals 

(15) Paper and palp, mdodmg paper products 
and in d u s tri al lam maim 

(16) Automobile tyres and tubes 

(17) Plate glaaa 
38) Ceramics 

29) Cement products 

(30) Hfh technology reproduction and mniti- 
/ p K ratio n e qu ipm en t 



(22) IHri tonri a raut higbp r s i au r e RCCptpea. 

(23) marhinfiiy ' , 

(24) Printing machinery, 

(25) Welding el ect rod es other than those for 
welding raiW steel 

muQstnu lyntacoc auanottB. 

(27) Photo-synthesis i mp r ov er s . 

(28) Extraction and upgrading of minor oils. 

(29) Pre-fabricalod budding material. 

(30) Soya products. 

(31) High yielding hybrid seeds and synthetic 
seeds. 

(32) All food processing, excluding flour, milk 
food and malted food, and excluding Items 
reserved for the small-scale sector. 

(33) Packaging for food processing industries, 
excluding items reserved for the small-scale 
sector. 

(34) Hotel and tourism related industry. 
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under Economic Liberalisation 


Diptjfuj^Oaadhaii 

With the process ofeconomlc liberalisation in India there has been a remarkable increase in the total number of foreign 
collaborations in the electronics industry. Public sector units which had earlier adopted a lukewarm attitude towards the 
import of technology changed their policy stand, and picked up momentum in seeking collaborations in the post-liberalisation 
period 

This article explores, on the basis of the enterprise level time-series data, the direction of change in technological 
capabilities of some of the public sector units operating in the field of electronics which have importedforeign technologies. 


I 

Introduction 

DURING the period of economic liberali¬ 
sation the number of foreign collaborations 
in electronics has been increasing at a much 
faster rate than in the industrial sector as a 
whifle (Joseph and Narayana 19931. This 
acceleration in the rate of foreign colla¬ 
borations is likely to increase the techno¬ 
logical dependence of Indian electronics 
industry unless the import of technology is 
backed by in-bouse R and D effort for its 
absorption, adaptation and innovation. 

The technological capability of an 
enterprise is argued to be a function of 
indigenous research and development, 
technology imports and relation between the 
two [Blumenthal 1979]. The import of 
technologies may either substitute or 
complement (or a combination of both) 
indigenous R and D. The available empirical 
evidence on the nature of relationship 
between the two has been rather mixed In 
the care of Indian industries. Katrak (1989) 
found that tha imports of technology helped 
to promote in-house R and D, but the 
stimulative impact of the former on the latter 
was ‘limited’ especially for the complex 
technologies, the nature of influence of two 
alternative modes of technology imports, 
namely, foreign direct investment (FDD and 
licensing agreements, on in-house R and D 
spending was examined by Kumar (1987). 
His results indicated that the relationship 
was of Substitution in the case of FDI mode 
of tochntjittigy import but it was expected to 
be dominated by complementarity in the 
other case. For a sample of 100 Indian 
engineering firms for the year 1978, Lai! 
(1983) found the royalty payments to be 
positively rotated to R and D expenditure 


firms generally moved along a “technology 
dependence-independence continuum”, 
primarily because of the greater emphasis 
laid on the in-house R and D. 

Another set of studies by Subrabmanian 
(l99l),Siddharthan(1988)andMani(l993) 
treated electronics as a separate sector. 
Subrahmaniao found that the technology 
importers did not undertake significantly 
higher R and D expenditure than the 
technology non-importers. Siddharthan made 
a distinction between the public sector and 
the private sector units, and showed the 
existence of complementary relationship 
between import of technology and in-house 
R and D effort (both taken as percentage of 
sales) for the private sector firms whereas for 
the public sector firms evidence indicated to 
a substitution relationship. However, the 
existence of complementary relationship in the 
public sector was confirmed by Mani but he 
showed that the degree of co mp lementarity was 
weakest in the electronics sector which had wit¬ 
nessed fast changing technological advances. 

These studies analysed the nature of the 
relationship between the expenditure on 
imported technology and R and D on the 
basis of the industry-level data but here this 
relationship will be examined by using 
enterprise-level time-series data for some of 
the public sector units (PSUs) operating in 
the field of decuonics. The fact that an 
enteipri sc’s imports of technology may affect 
its R and D can be studied by an empirical 
analysis of two questions relevant to the R 
and D behaviour of enterprises in the 
electronics sector. The first question is 
whether the level of R and D expenditure 
is higher amoogh lie technology importers 
titan tathe non-importers. TMs question aho 
considers whether the expenditures oaRnd 
D are Hkety to differ between certain types 


the sources of data and methods of 
measurement of variables. SecdonlV reports 
the results. Section V summarises the main 
findings. 

n 

Procedures for Empirical Aaafytis 

The first question will be examined by 
introducing adumray varutoleinarefrcsstoo 
equation. The regression equation will also 
consider the influence of enterprise size 
(measured by the annual sales turnover and 
denoted by ‘S’) to find out whether larger 
enterprises undertake proportionately mote 
R and D (denoted by ‘RD’ in regression 
equations) than the smaller ones. It will also 
be interesting to study whether the R and 
D expenditure is higher for that enterprise 
which has greater experience in adapting 
imported technologies. It is. therefore, 
proposed to include the age of the R and O 
unit as a proxy for the experience of m 
enterprise in R and D activities. The 
regression test will take the form 
log RD ■ a+b log S+c log A+d TM (!) 
where. » 

TM s 1 for te ch nology importers 

* 0 for non-importers of tech¬ 
nology 

and A « age of the R and D unit mea¬ 
sured from the date of 
establishment. 

The tog-linear regression form wifi be 
tucdbecauK it will readily show tbeeiasucity 
at R and D with respect m «ae <S). Than, 
if the rstimatrd coefficient of S turn out 
to be leas dun unity, it will mean that an 
increase in enterprise site lends toa tes t th an 
proportionate increase in R and D. 
Alternatively, ooecan a ls o ex a m i ne whether 
the R and D intensity (RIVS) iocreaKS with 


(both ynriabfoa befog taken as a p a re e nrage 
of sales) -and therefore confirmed the 


Survey dots fat IOyean (i% from 196*- 
85 «o 1969-70 tmUgatoAom 1977-78 to 
199041), finbrafonahian Cl 9*7) shewed the 

reitttonddp ttuapt to tot o«ne pf fomiga, 


of en t erp ris es: large and small, private and 
public, indigenous and fotetgn-ownod. The 
second question Is whether the technological 
ca p ab ilities of some of the RSUs both «t the 
central as wad atat the state levels have been 
to cro s otof as a roauR of their R and D 
exfgadlittpe ru m. 

Ttet irtki* froriMdfd it the fa fty o iM 




the afoe of the comprise and age of ipe R 
and D unit and whether it is aignificmity 
higher amongst the udmhGf iw pestor s 
than the Bpo-traporters by fining aragsewien 
ftquntton of the following fa w n , 
tog ROfS ■ a, ♦ b. tog S ♦ c, tog A 

♦ dL TM O! 

If the rtonind value for b m sqsntton 
(l) suras am to heteas don unity gam tola 
wtth^a ang s rtuiv sto t fcrdtee ninn eedi 



' •? 


b, id the equation (2), CWe Can Uso 
measure the Influence of te dmotogy bya 
slope dummy defined ts TM,» TM* log S 
id place of the intercept dummy TM }n the 
equations (1) and (2). 

The R and D behaviour may differ 
depending on the type of the enterprises the technological capability. Lrt'EM 1 derwaa tbs faBawhtg form lo aathwidiislawlcity 
such as, private and public, indigenous and the expenditures onimported t s rh aa l c g la s . 'Jpg W> ■ + , <5) 

foreign-owned, etc. Since the R and D The ‘average propensity to adapt' is UV ftsra fef |e gr« »sl a a t na ff o i a m frwttf give 

projects of PSUs are financially supported EM. An increase in this p r opens it y wiB sn aathniis of the s ta g e t ty , A Vttoa If ft 

by the department of electronics (DOE) 1 we imply an improvement in an enterprise's greaser dun unity wRI he taarp re ta d is 

will run a regression equation of the type technological capability. Since it is a static evidence #f increasing technelofiesl 

log RD/S « a, -*■ b, log S + e PUB (3) concept we also introduce (to nurginal capability of the —Wipriae Cnnvsrnsiy, if 

wbere, PUBs 1 for the public sector units propensity to adapt as 8RD/3EM. Now the the estimated £ is less than unity tha reauh 

* 0, otherwise ratio between the marginal sod iwngt wiH ba tampaated aa showing hsnaaiaing 

to find out whether the R and D intensity propetmity to adapt (dRD/3EM/RD®M)wtB dspandmoa n ta p a rt s d t acbst ol a g iaa. 
is significantly higher in the PSUs than the 



private-sector units. 

The imperfections in the international 
technology market may have differed impact 
upon (a) indigenous , enterprises and (b) 
subsidiaries of foreign enterprises. The RBI 
survey (1974) found that companies which 
had foreign financial collaboration were 
comparatively leas active in setting up R and 
D units. 2 It has also been observed that the 
foreign collaborated companies demonstrate 
a longer lag in adaptation and assimilation 
of die imported technology [Pillai 1979]. 
Among different forms of techno logy transfer 
the degree of control exercised by the 
transferor was found to be maximum in the 
case of the foreign direct investment 
[Balasubratuoanan 1973], So a subsidiary 
of a foreign multinational may face greater 
nsrtrictiont on the extent to which an imported 
technology can be adapted. It will, therefore, 
be interesting to find out whether the research 
intensities of the foreign-controlled 
enterprises (i e, those with 23 per cent or 
more foreign equity following RBI 
definition) are significantly leu than those 
of the indigenous enterprises by running a 
regression equation of the following type 
log RD/S - a, + b log S + FDI (♦) 
where, PDI * I for foreign-controlled 
enterprises 

» 0 for indigenous enterprises 


Tabls 1: Major Products and Fobbmh Taos tot sot Coulamlatiqn Asaamam or THaaa 
Puauc Sacros Urns at BuRMMCt 



Corporation of (wartib) 

India (BCD.) Colosr television reesirsr Norsk Dan, N orway lapsradni c—pater 

(1967) sets 

(Central Public Black and Whitt TVi PhtuiU.UK grams Mi te iteymlii 

Sector Unit) Telex rrrh u y equ ip ment NIC, Japan Pighal St — wes t vs n 

Nuclear power ptent KsailanadBsrtw. 1 tea af fight Aateaaw 


Control psasl, Dafcsoa GsmnI Mi Ms-Ads 

rquipmsat Co. (CEO. USA 

Two-way wirri sst PAG. WestOauuey 

crenmnucaUan sets (taws) 

Passive cooponeats Harris Pwinun, Gaaads 

mmcmtm TMnMopi m «•* 



ifighpewsr amplifier RACAL.UK V-UW wcaivsts 

lyilaM 

Aamaae wRk «md Varim,USA 4WWHPA 

(of variom arms) 


r* • ... nil i,|„A|Af -* - 

aenuccn ou csa r uyowMW a>p scale 

Comdex (SCL) fcamated cfacafcs 

(1978) , LSWUSdsrioas 

(Central pabHc BipolarAIOt imps‘seals 




Sjatenraandl 


f iv^ v ; i*' 


! 

i 



Let us now consider the second question 
which is concerned with the inter-temporal 
changes in the technological capabilities of 
some of the PSUs. The expenditure on 
technology import (direct cost of foreign 
collaborations) of an enterprise represe nt s Gui 
the degree of technological dependence **Jj 
whereas its expenditure on R and D efforts 
reflects Its internal technological capacity. 2? 
The technological capability of an enterprise 
is said to be increasing so long as the . 
proportionate increase in the R and t> .*-j- 
spendmg exceeds that of expenditure on .. 
importedseefanoiogies. The logic is that aa. 
a firm spends more onRaodD.itskrsowiedge ^ 
on technology b ecomes richer. Since the . ^ 
cost of technology transfer dbpends largely . 

■sapoo tentative bargaining strength of the 
rbnyer and the seller, with a taper.; Sm 






■Sira 

tmdLi 




fpcmxunsr 

(SmtpMc 




mm 




j 1 


'■> gy. /rv't.'HTA 


III 




- * * ■ 

it. 7. : .SK!4 ';** 










nHwiy, On just cmwi mtoatt** and 
Btoatitetica <qcau d«* >)■ «** Ike 


l97t 'tea inx aariaa dot* w R and D sad 


ceilaatoifram tftetyaarJorGCSL but, lar 


frem 1981 to 1980. V< 
limtatiatts arising tain fewer number «f 
observations far Mkntte, teeee date of Ike 
three unite were pooled to tod mate the 
reg ressio n of the fallowing type whe re 0, 
and D, are tea tww intercept dunssay variables 

tog RD » at, ♦ (J, leg EM + p, D, 

+ II, D, ♦ | 4 D, log EM 
♦ (J, D, tog EM (6) 

where. (D,. D,) - (I. 0) for BCIL 
(D,. Dj) - (0. 1) for SCL 
and (D,< D,) - (0, 0) for GCEL 

in 


of VarieMea 

Empirical analyiit in the framework 
suggested above requires two sets of data. 
One set of data was collected from 
Compendium on In-House RarutD Centres, 
1990 published by the department of 
scientific and industrial research (DSIR) on 
(he basis of a survey of the firms registered 
with it. This compendium provides 
quantitative data such as, R and D 
expenditure, sales turnover, the year of 
establishment of the R and D unit and also 
qualitative information on the basis of which 
it is possible to separate out technology 
importers and non-hnporten, public sector 
and private sector units, foreign-control lad 
enterprises and indigenous enterprises. 

The second set of date on the R and D 
expenditure, sales turnover, expenditure on 
imported technology were collected from 
the annual reports of the BCIL, SCL sad 
jCEL. AQ these variables were measured 
at the constant prices with reference to the 
base year 191142. The Means b e l o ng ing to 
the capital account of R and D expenditure 
were rinfl toa d by the pri ce l ad en of ma chinery 
and machine reels including electrical 
machinery and the revenue account 
:xpowdtoneofRandDefaanit was deflated 
>y the onntinaar price index for urban nen- 
nvtnuai Brnployeas of that pltoa whws the 
Wit is Sheared. 1 Thaos price indices wore 
riftdna«**tollLaandM't<t«9Q)*Mfe 
DataBase'. Since this source prwvidoa priae- 
wto* slate up to I9M49. tot price-tatox 

fsrthayadnpgg |Q nan talliulldtamtito 

—*■**■ ■ -- - - J - 

y UNL W* mgred to ton reto a i i uun sa r 


it tvsM&tato - 

Guide re flirtlrefci Muttry. a DOB 
pUMtoadtokfuApiMtoiaf dtottoha setting 
muse dHhu^togmgreaigtoudfriee tales 
was ponatm rend where the share of each hem 
ta the total sates toppewer was taken as the 
wejjte.Ttadirectcost of tochnotogy import 
(BM)wss m «os ured as ttaeot-flow of foreign 
exchange due to the technical know-how 
feet, royally and interact payment, 
professional consultancy fees, advances to 
foreign suppliers of technology and the 
imports of capital goods as toe imported 
capital equipment may embody a certain 
kind of know-how. The price indices for 
those items are not available. During toe 
period of our study, toe rupee experienced 
a c ont in uous depredation against the major 
c u rren ci e s of the world and our domestic 
rate of inflation was much higher than in 
other developed countries from which the 
technologies were imported. So, the time- 
series figures of the direct costs of technology 
imports were deflated by the real effective 
exchange rate (REER) which is a weighted 
avenge of bilateral price-deflated nominal 
exchange rales. 4 A problem in searching for 
an empirical relationship between the import 
of technology and R and D is that latter 
activity may be undertaken a year (or more) 
after the former. Considering this possibility 
our data wer* further analysed snd it was 
decided to regress the R and D expenditure 
of any year upon the average of the 


t ec h no l o gy expenditure of 
yom Ntofc . . 
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teat year atte> 


. The first question was examined by 
naming f e w r e gr ess ion eq u al tons [ discuss e d 
in Section 11} and the results are reported 
in Table 2. 

The positive signs of toe technology- 
import dummies TM and TM in equations 
(I) to (4) indicate that both toe level of R 
and D expenditure and the R and D intensity 
were higher amongst the technology 
importers than the non-importers. Thus, in 
this sense, it seems that the imports of 
technology encouraged R and D as the 
imported technology was required to be 
adapted to the local conditions. Such a kind 
of adapt! veRandD might also be undertaken 
in solution of problems socb as breakdown 
of machinery, shortage of imported 
components, etc. However, this stimulating 
effect of imported technology upon R and 
D was limited, since the technology i mport 
dummies, at best, could reach only the 5 per 
cent level of significance. 

In equations (1) and (3) toe coefficien ts 
of log S are positive and significant at toe 
I per cent level but lew than unity.* This 
indicates that the larger enterpr is e s endertooh 
proportionately less R and ptban the tmafier 
one*. This outcome also followed from the 
fact that the coefficient of log Sait negative 


Table 2: Log-Linear Regression Equations Extuimm R and D in Etac rau mc s S s n o a 


Equations 

Depen¬ 

dent 

Variable 


_Recession*_ 



Constant 

S A 

TM TM, 

PUB 

rig 

(1) 

RD 

-.038013 

.31547*** .05539 

.55065* 


t 



(-.07347) 

(3.7356) (.37415) 

(1.8835) 



(2) 

R1VS 

-.031013 

-.68453* •* 05539 

.55065* 





(-‘.07347) 

(-8.1039) (.37415) 

(1.8835) 



(3) 

RD 

.13303 

.29723*** 

.07858** 


, 



(.27873) 

(3.4635) 

(2.0731) 



(4) 

lUVS 

.13303 

-.70277*** 

07858** 





(.27873) 

(4.1889) 

(2.0731) 



(5) 

REVS 

-.039892 

-.607*2* •* 


-.2755* 




(-.08191) 

(-7.6677) 


(-.74692) 


<6> 

Rore 

-029403 

-.61308*** 



-.14961 



(-.06020) 

(-7.7246) 



(-.405009 

ft; iVniw 



R* 

t’ 


F 



Variables 





(1) 


RD 

J3650 

.30096 


94670 

(2) 


RD* 

55107 

52702 


22-9137 

(3) 


RD 

.34336 

-32022 


14.8962 

(4) 


RD/S 

.555*4 

54005 


35*378 

(5) 


*C* 

,52677 

51017 


31.7247 

to) 


RETS 

.52351 

.50679 


313)26 


Matte The 


an Mate on the date of dOnampriare tort wafentor RaniDof whites* wsat 


at I par c an k m! (two tsrisri m) 
at S psr cant tent (pm-sated test) 
rigttikaawm 19 par ease tevtri (two-tailed mat} 






\ -- /, 

. ** >'J y ’ill 6 \ \r- X 


*' >L '-V 




;K 


it 





■ rfVB. 


in{toequatioos(2),<4) ( (5)rmd(6)indic»»to: 
significantly tower research-interttitie* m 
the larger entcrpjpies. It seemed that the 
greater mafjtes* power and the absence of 
competitive pressures reduced larger 
enterprises's incentive for R and D. 

lit equations (I) and (2) the coefficients 
of log A are positive but not statistically 
significant. Thus, the experience of an 
enterprise in R and D activities did not make 
any significant influence upon its R and D 
expenditure or its R and D intensity. 

Thetwo dummy variables wcreintroduced 
in equations (5) and (6) to examine the R 
'and D behaviour of certain types of 
enterprises: public and private and 
indigenous and foreign-owned. It can be 
- observed from equation (5) that the research 
intensities did not differ significantly between 
the public and the private sector enterprises. 
One would have expected higher research- 
intensities for tlye PSUs since their R and 
D protects are generally financed by DOE. 
But, it seems that in an era of liberalisation, 
both the public and the private sector units 
prefer to import package technology which 
does not require much R and D activities. 
The equation (6) shows that the research 
intensities of the foreign-controlled 
enterprises were not significantly less than 
those of the indigenous enterprises. A 
possible explanation is that the durrimy is 
reflecting two opposing effects: thus whereas 
indigenous enterprises might have greater 
scope for determining their own R and D 
efforts, they might also have relatively less 
assistance from their foreign suppliers in the 
assimilation of the imported technology. 

The second question is concerned with the 
technological capabilities of some of the 
PSUs in the field of electronics. This question 
was examined by pooling the time-series 
data pertainingio the two CPSUs (i e, ECU. 
and SCL) and one SPSU (i e, GCEL) and 
a regression analysis was undertaken to obtain 
the following regression equation 
log RD = -.074656 + 1.1044 log EM 
(-.15059) (3.4289) 

+ 1.9906 D, + .21940 D, 

(3.6882) (.33309) 

-.99699 D, log EM-.41715 D, log EM 
(-2.9613) (-1.1663) 

R J * .77880 R J * .72614 
Figures in brackets denote t-vaiues. 

Table 3: Elasticity Coefficients of Three 
Public Sector Units 
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Name of 
the Unit 

Elasticity 

Coefficient* 

t-valaes 

(i) GCEL 

$, * J.I044*** 

3.4289 

(ii) ECIL 

+ &■*. 10741 

1.0954 

(iii) SCL 

* .68725*** 

4.4189 


Note.” • denotes significance at 1 per cent Rvd. 
Source. Computed from (he ammsl reportsof 
ECIL, SCL and OCEL. 


are rep rca orite d to Table 3. 

The re|to*frton (esuHs establish the 
existence ofcornplernenury reMkm^up 
between R and. D 'and technology-import 
expenditure for all the three PSUs, although 
the relationship was not statistically 
significant in the case of BC1L (Table 3). 
The elasticity coefficient exceeded unity 
only in the case of GCEL. So. following our 
definition, among the three PSUs only GCEL 
was able to strengthen its technological 
capability through its R and D effort^. 
Although being a state public sector unit the 
scale of operation of GCEL, measured in 
terms of average sales turnover, was much 
lower than the two CPSUs but its research- 
intensity was the highest (Table 4). GCEL 
also enjoyed an increase in the propensity 
to adapt over time, whereas it declined in 
the case of ECIL (Table 5). However, the 
propensity to adapt increased only marginally 
for SCL. 

It can be observed from the Table 4 that 
GCEL was a profit-earning enterprise so 
apart from the financial help from DOE. it 
was able to generate surplus funds which 
could be used to back up the import of 
technology with indigenous R and D. It can 
be recalled here that the telecommunication 
sector was reserved for the PSUs only till 
mid-1980s. Thus,GCEL, under the influence 
of government's protective policy was able 
to facilitate its technological capability. On 
the other hand, ECIL was also a profit- 
earning enterprise but its growth rate of R 
and D expenditure was so low that it could 
not match with the very high growth rate 
of its expenditure on imported technology 
as a result not only its propensity to adapt 
declined, it also experienced an increase in 
the import intensity of the technology over 
time (Table 5). With the shift in the 
government’s policy from ‘protectionism’ 
to 'liberalisation', ECIL which had not 
entered into any foreign collaboration till 
1978, signed five foreign collaboration 
agreements in 1986 alone. It also ranked 
seventh among the 10 largest importers of 
foreign technology in the Indian public sector 
having a total of 15 such collaboration 
approvals till 1986. ECIL was engaged in 


WTOs butltttarted<mtoiHngCK3y«RD 
Site imported from Its foreign cbltaibtotton 
during 1980a. TWa kind of *kit-cullwe' 
provided very little scope far u nd ert ak i ng 
my worthwhile R and D nctivitjet>The 
large number of foreign collaboration 
a greem e nt s of ECIL accounted for a very 
high rate of increase in its expenditures on 
the imported technologic* which were not 
backed up with indigenous R and D efforts 
in the same intensity ax a result the 
technological dependence ofECtL increased 
over time (Table 5>. Moreover, the 
technologies imported were not the state-of- 
the-art. The electronics telex exchange 
technology from Siemens and mainframe 
technology from CDC when brought by 
ECIL were about to be phased out in the 
global market. 1 It should be noted here, that 
GCEL did not enter the export markets 
whereas the two CPSUs were engaged in 
exporting their products. It is also possible 
that the CPSUs were less assisted by their 
foreign suppliers in the assimilation of the 
imported technologies as they were viewed 
as potential competitors in the export markets. 
This kind of 'oligopolistic szucezing’ very 
often hinders the development of 
technological capabilities of Indian 
enterprises* (Bagchi 1982; Alam 1985]. It 
should be noted from Table 5 that the R and 
D intensities of all the three PSUs declined 
over time. In this sense. PSUs are becoming 
less R and D oriented and the efficiency of 
resource utilisation (measured as the ratio 
of value-added to total production. (Bagchi 
1986] also declined during the period of 
liberalisation (Table 5). 

However, among the three PSUs only 
GCEL, even being in a state sector, has 
shown better performance so far as the 
development of technological capability is 
concerned. It-even developed Time Division 
Multiple Access (TDMA) Communication 
system when the concept of TDMA had yet 
to get transformed into practical hardware 
and moreover, no field proven equipment 
of this type was available in the country. 
This project was, however, supported by 
DOE by providing GCEL with R and D 
funds for the design, development and 


Tails 4: Sales Turnover. It and D Intensity, and Imfort Intensity Ratios 
of Three Pusuc Sector Units 
(1981-82* 100 unless otherwise staled) 


- $ - 

Name of 
the Unit 

Sale* Turnover 
(Rs in Lakh) 

Profitability 
(it junent Prices) 

8 sod D Intensity 

Import Intensity 
of the Technology 

ECIL 

13,666.56 

0.04 

0.01 

0.02 

SCL 

2,298.50 

(-) 0.02 

0.17 

1JI 

OCEL 

701.89 

0,08 

0.27 

0.33 


Notes (I) These are average figures calculated over the study period of each unit. 

(It) Profitability was measured at die ratio of profit after tax to the gross ftxad assets. 

(Hi) hop otl Insmsit) of the tec h nolog y wm amoored re the ratio of the expeadtaerat re. 

imported tedaotofiM to the tain turnover. 

(tv) SCLconld aor acWs v t break-evsa operation* rtfl 1987-88. 

Source. Computed from ffitiaaanil reports of OCBL.9CL sadgCHi. 
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tccesatulty iiM tiy wh AUtnonty of 
dia (S AIL) In HsKMfeonicornpkat and 
ter on. Itwasalao supplied tothe Railways, 
Pit India and the Sti*e Electricity Board*. 
2EL, also played a pivotal rote in 
vetoplny Pulse Code Modulation (PCM) 
ultiplex Equipment which was required 
r converting our entire communication 
itwork intoadigital one. Till 1981. to meet 
quircmenta prevailing at that time, the 
.MHtment of telecommunication (DOT) had 
en importing this equipment from Japan, 
ut seeing that there could be large 
quirements in the Seventh and Eighth Plans, 
dian Telephone Industries (ITI), at the 
stance of the DOT started negotiations 
ith a leading multinational company for 
quiring foreign technology to make this 
uipment. Meanwhile, OCEL offered to 
decommunications Research Centre (TRC) 
woduce PCM Multiplex Equipment based 
> TRC's indigenous design and know- 
>w. While doing so GCEL recognised (hat 
e per channel Codec design of TRC was 
serior to the Codec design of the 
ultinational company. Accordingly,GCEL 
ineered the TRC design, and produced 
batch of PCM terminals for field trials by 
OT. These trials were satisfactorily 
impieted by the end of 1983. With such 
teller* progress made by the GCEL-TRC 
am, the government decided that ITI could 
-t proceed with iu proposed technical 
tllaboralion with the multinational 
anpany for PCM multiplex equipment, but 
Mild, instead, also make the equipment as 
t the GCEL-TRC design [Parthasarathi 
>92]. SCL also had its success when it was 
le to reach 2 micron technology in 1988, 
ithoul any cost or time overrun starting 
om 3 micron under its technology 
gradation plan. 4 

lie government policy of liberalisation 
icouraged the induction of foreign 
Ihnologies which were expected to improve 
ir product qualities and to accelerate the 
owth rate of our exports. This kind of 
port-led-growth. apart from increasing 
:ome and employment, was also likely to 
se the foreign exchange burden of our 
unhy. It willbe interesting to study whether 
net earnings of foreign exchange of these 
iUt increased during the period of 
eradiation. This can be measured with 
is help of ‘Net Foreign Exchange Inflow 
«tk>’ (NF1R) which is defined as 

Exporu - (Imports of goods + 
Imports of technologies) 

piKa -----— 

{ ' Exporu 

1M trends of NFIR lot ECIL and SCL 
e repotted i<tTable 6. The values of NF1R 


, -fc',... . ... .it. 


'IPHS 


of fdrijgR-dxehaagfcr tfc m frflow*. 

negari ve trend of NFfRdid not show any 
dad trdnf tendency ineUher case, dwrefare, 
it could not be asserted that the Import 
dependence of theceCPSUs was decreasing 
over time. ‘•Thus, the food hope behind the 
government’s policy of liberalisation has 
so far shown no sign of materialisation so 
far as the earnings of foreign exchange are 
concerned. Hie import intensity of the 
electronics industry is very high" and the 
electronics equipment and components 
manufacturing units taken for this study 
are found to be net spenders of foreign 
exchange. 13 so one wopders whether a 
country like India with a weak 
’macroeconomic capability* [Bagchi and 
Banerjee 1986] can afford to develop new 
technologies on a massive^ scale. 


Summary and Coachtrioau 

The liberalisation policy of our 
government encouraged the import of 
foreign technologies by Indian enterprises. 
Here, we have examined whether the 
technological capabilities of the Indian 
enterprises in the field of electronics have 
been increasing as the imports of 
technologies ate expected to stimulate in- 
house R and D efforts. This was studied 
first, by introducing dummy variables in 
a regression analysis which indicated that 
both the levels of R and D expenditures 
and the R and D intensity were higher 
amongst the technology importers than the 
non-importers. However, the stimulating 
effect of imported technology upon R and 
D was found to be limited. Then, the time- 
senes R and D data were regressed upon 
the data on expenditures on imported 
technologies of the three public sector units. 
Although the regression analysis 
established a complementary relationship 
between the two variables only one unit 
was able to increase its technological 
capability through its R and D efforts. 
However, all the three units turned out to 
be net spenders of foreign exchange and 
their import dependence did not show any 


JiMMre declining trend over time. The 
regression also found that the larger 
enterprises incurred proportionately leu R -. 
and D expenditures. It was also observed • 
that the R and D intensities did not differ 
significantly between the public and the 
private sector enterprises and between the 
indigenous and the foreign controlled 
en t e rprises. 

The high growth rate of the electronics 
industry during the early 1980s could net 
be sustained during the late 80s (Joseph 
and Narayana 1993). Moreover, the factor 
productivities also declined over time 
indicating growing inefficiency in factor 
use. Here we have observed that the R and 
D intensities of all the three public sector 
units declined during the period under 
study. Although this result cannot be 
generalised, it cannot be denied either that 
the Indian enterprises are becoming lessft 
and D oriented due to the emergence •# the 
’kit-culture’. The government should 
intervene to ensure that the import is 
sufficiently hacked up with domestic R and 
D so that apart froth increasing the 
technological capability the efficiency of 
resource utilisation also increases which is ‘ 
likely to arrest the declining trend in 
productivity and outptR. 
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Tail* 6: Trends in NFIR tor Ttto GbnIal 
P uauc Sarrok Uwn 


1 4 

I 

]■! 

■A 

-."it 
■ ■: *i 


Year 

BCIL ' 

scl ■" 

1980-81 

(->400*7 

•4 

1981-82 

(-) 161.66 

, *■ 

1982-83 

(-)74.90 


1983-84 

(-) 1127.37* 

{-14238$ 

1984-85 

. |-)4.76 

(-)950500 

1985-86 

ita 

<-)2fc5J» 

1986-87 

(-) 110.2* 

H$k.*8 

1987-88 

‘ t-) 67.85 ■• 

(-) 45.J7. 

1988-89 

<-t 133.23 

(-> 17117 

1989-90 

(-) 110.61 

(-) 1283.50* 


Notts *TocalcalMeNF1R the values ofexpoyis 
were taken to be Rs I lakh as the asUtil, 
export canting* for dmc two yean west 

iUL 

SCL started its co mm en s al p roduction 
in 19*5-84 

Soan e : Composed from the onmud hrpaets of 
ECIL SCL. 
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Table 5: Gaovnt Rates (Compound) or R and D and Its wTxwsrrr. Ernmnus on 
Imkwtbd Tecmnoukmb and Its Intensity, Pttorcxsrrr re Adapt. 

Saucs Tuutovm and Bmctetcv or Uttusaikw of Rtsoutos 
(1981-82-100) 


/! 


Name of Sales 

the Unit Turnover 

ExpCDdimw? R Rod 10 
oo Imported Expenditure 
TecMo|kt 

Import 
Intensity 
of die 

Technology 

Propensity 
to Adapt 

R and D 
Intensity 

Sflkausy 

ofUbfea- 

noa«f 

RpaMptod 

ECU. 11,09 

$4.41 

4.67 

27.52 

<-> 32.22 

t-» 13.56 

1-3 LM, 

SCL 27J2 

17.56 

18,71 

<-)Z47 

098 

t-129.33 

<-H<* 

oca. 7*96 

44.27 

17.80 

<-) 36.15 

30* 

<-) 34,17 

i-txis 

fearerjjfelte m Ttt 

1*4.' 
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Bnnjtt and Uttam K Bhtttachaijec. Thank* Nnmher, Vol XVII, Noe 14, I j and It, 


no alto due to Fronafc K Poo forc«npoter help, 
i am, however, solely responsible for any 
remaining error.] 

1 See *11(11011 of the Study Team on Science 
npd Technology for Eighth Five Year 
Plan for Electronics Industry’ in Electro¬ 
nic* Information and Flaming. Vol 17, 
Noe 10-11, Jaly-Angutt 1990 

2 'Evidence tagged* that US muhinatkxiai 
.companies Mod to concentrate their R and D 
activities at their headquarters in US’ [Kumar 
1985). 

3 It was observed that the salaries and other 
benefits of the R and D staffs accounted for 
the largest share of the revenae expenditure 

. of* andD. 

4 The REEK takes into nocount both a change 
in the domestic rote of exchange of rupee 

. sgaaost the foreign currencies and the domestic 

mm of inflation relative to oar trading partners 
See Ptradhan (1992). 

5 At die 1 per ccm level of significance, the 
regressi on coefficients lie in the expected 
range b + 2.66 SE where b is the regression 
eathnsae of an independent variable and SE 
it Hi standard error. So. the valnes of the 
c o nfi d en ce limits were .09084 and .54010 

. in equation <0. and .06895 and .52551 in 
tiqaiirina (iii) fit each case even the upper 
Barit of the expected rage was less than 
unity. 

i The CMDofECIL stated that with the current 
emphasis on p rofitability of the PSUs. ECfL 
is consiilering only SKD manufacturing. See 
Datatputt, Vol X. No 4. April 1992. 

* Sep Damquext (ibid), 
t The request for semiconductor technology by 
SCLwostomeddownby sstmcoodoctor giants 
Hire Intel and Texas (astnunents not becaaae 
of low royalty rates sod technical fees bat 
because they were not ready to part with the 
frontier technology. 

1 A micron is a tiny measure of length and the 
ampler the component aim the larger the 
pamlinrof complex circuits that can be placed 
onlcMpgivingfasaer and better performance. 
TheNPIR figures of SCL for the, year 1989- 
90 was remarkably high at the customer 
soqmreateatt were net mainly through imports 
after its production facility was damaged in 
> devastating fire which dearmyed p rope rties 
worth about Rs 57 crote. See Annual Report 
«f SCL for 1988-89. 

The i m po rt iaSeasity of d o c a rattic t industry 
in Sadia is about 32 percent, at compared 
to around 20 per cent for ail masarfsrturing 

tea Sea (1992). 

Accordbig to one catimate the net outgo of 
feseign exchange was Re I,250 croup during 
1989-90 ia the electronics sector as a 
whole. (7V Economic Timet, New Delhi, 
D ec em ber >, 1990). 
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Unfit 1991-92 there was virtually no policy support for the software sector. Since then the government has taken 
a number of positive steps, but hesitantly. The general perception about the software industry however continues to 
be that it will rapidly attain international stature without any policy support. 

Addressing the issue, this paper analytically exartpnes the behaviour of software exports from India, and makes 
some policy prescriptions. 


I 

ntS^aptou 

THE remarkable growth of Indian software 
exports (ran a mm Rs 71 am in 1987 
to Rs 700 cnxe in 1993 - an increase by a 
factor of 10 Hi six years' - has sparked off 
peculiar syndrome which may have far- 
reaching consequences in the ftrturc On the 
one hand, there are high expectations from 
this sector, and it is (Irmly believed (hat this 
is one of the few areas in which India has 
the poteraial to become aglobal powerhouse. 
On the other hand, the degree of euphoria, 
virtually bordering on arrogance, is such 
that it is apparently believed that nothing 
much mods to be done in terms of policy 
support for this sector. This syndrome has 
been Anther reinforced by studies which 
suggest that software exports are likely, in 
any case, to touch US$640million by 1996, 
and with a little bit of effort US $ I billion 
is also attainable in the same time frame. 1 
As a consequence, the focus has shifted 
away from the fandamentalito the msrgi nil*. 

irthis sounds like hyperbole, consider the 
following policy stances. In' 1992 the 
government extended the tax exemption on 
export proflu available to merchandise 
exporters through Section 80-HHC of the 
Income Tax Act to software exporters by 
introducing Section 80-HHE. The difference, 
however, was that while Section 80-HHC 
had currency of five years. Section 80-HHE 
was on an annual basis. As a result, there 
has been a constant uncertainty regarding 
the renewal of this section, and hence the 
expected net profit of the exporter, which 
has affected all software contract* which 
span two or more financial years. In such 
a situation-it U almost impossible to fix a 
firm price for the duration of the contract. 

Other than this baxic difference between 
Sections 80-HHC and 80-HHE. the very 
similarity between the two sections reveals 
a lack of appreciation by the policy-makers 
ofthecharacterisitic* of the »Qftwsre industry 
While framing Section 80-HHC, it was 
cJesrty re c og n is ed Out profits on exports 
were negfigitie or even negative for tnost 
merchandise, whereat s ubsta nti al profit* 
wem madeondomeatk) tales. Therefore, in 
order* awbafods taatnuaartt serve aaa reel 
expert i ncentive, « method of “profit 
managing" was devised so that exporters 


could actually claim a pert of their profit on 
domestic sales as export profits. This was 
achieved by multiplyinf the ratio of export 
turnover to total turnover and the total profiu 
of the company incalculating‘export profits' 
for the purposes of this soetton. Since 
domestic turnover is usually computed on 
the ex-factory price, the export turnover was 
defined as the invoice value less transpor¬ 
tation costs in order to maintain consistency. 

It can be shown that this formula will 
overstate the export profit if two condition* 
are met: (a) the percentage profit margin on 
domestic sales is higher than on exports: and 
(b) transport coil* form a small percentage 
of export turnover. 1 Both these conditions 
are met for merchandise, where profit on 
exports is substantially less than profit on 
domestic sales and transport costs form only 
about 3 per cent of the invoice value. 
Unfortunately, both the formula and the 
definition of export turnover were retained 
while formulating Section 80-HHE. thereby 
substantially reducing the incentive value of 
this provision and indeed giving rise to a 
most undesirable characteristic. 

The reasons for this contrary effect are 
first, that in the software sector profits on 
exports are considerably higher than on 
domestic sates. 4 As a consequence, profit 
averaging actually leads to a part of export 
profits being counted a* profit on domestic 
sales, and thereby being subject to tax. 
Second, to make marten worse, transport 
cost* for the software sector have been 
defined to include both international 
telecommunication charges and the cost of 
sending employees abroad. 1 These two 
together can account for as much as 40 per 
cent of the invoice value in soft ware export*. 
This causes the share of exports in total 
turnover to be much leu than actual, The 
net result of this pari passu, rather due 
mutatis mutandis application of the provt- 
skms of Section 8(MiHC so 80-HI® is But 
riot only do the software exporters have to 
pay tax on Ingfthuate export eamh^s, but 
that the extant of such taxation in c reatr s at 
d o m e s ti c sides rise. This provides a strong 
disincentive for software companies to 
addrmthfr domtifc MHfai,wMdt ivturo 
to® nfctstfit® tom [ iM fw p UcM taMu 

Second, SertioM 10-A and 10* of the 
lacetMTWAot, which provide Hsoosne tax 
reliafteaxportproce ss tng gross (BftZs) and 
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100 par cent export-oriented units (BOUt), 
were extended to softwareexporu from such 
schemes in 1993. Here again, software 
companies which have been in esdacsKt 
prior to 1993, and which form the cere of 
the software exports of the country, have 
been excluded by oversigtt. As a result, the 
policy discriminated in favour of start-up 
companies and again* established software 
exporters. Thud, in 1992 certain specific 
software activities were declared to be anas 
of ‘extreme focus’ for export (fan* by dm 
ministry of commerce, la none of these 
identified activities India had any sigUftktsU 
presence. Therefore, if this pronouaooromf ’ 
was to be taken seriously, efforts at 
developing demonstrated co mp et en c e in 
these field* in India would have to be taken \ 
up in a concerted mann er. As yet no such 
plaa of aetkm exists, even on paper. Them 
are only illustrative 8f the ambivalent 
attitudes that have characterised' forty 
approach to software expofts. They tlrtlit 
multiplied many times over. It should hat 
be thought, however, that the softwast. 
sector ha* been, totally neglected- Id fact, 
the year 1991-92 marks s watershad hi 
terms of policy support for this sector. Thif 
above cited examples are sberratknurthiich 
have crept in primarily hfr mar oslha jhch, 
of adequate c ommunk a ti ooaod dif l a artc ca 
in perceptions that exist within foe 
governme n tal system. 

Until 1991-92. there was virtu ally nepdfoy 
support at all for die software sector,. Bn* 
‘benign neglect’ would he too positive a 
pt umac to use in this con n e ct ion. Thefuiwary - 
vehicle of Indian software exports-an sfta 
software development — was pajoarthrety 
termed as “body-shopping’* so d every ef fo rt, 
was siade to discourage it,* There wm vist a- 
alty no effort at understanding why aeftwosf 
exporter* behaved th e wa y they duL In astro. 
s pe c s, considerable credit hart to be fovea h> 


the lack of support 
Sines then, however, 
taken a auaabet of positive 
haltingly. Even so, diera oonthroea ro be * 


software exports in foe 


fog a enocrtssfbt software sscaor, sod Mm 
for noaitlri u ohe v surawst' are 
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importunate at best. The real issue, therefore, 
is (hat whether there is any basis for this set f- 
satisfred sanguinity that the Indian software 
industry will rapidly attain international 
stature without any active policy support. 

In Order to address this issue, there is need 
to analytically examine the behaviour of 
software ‘exports from India. The basic data 
is given in the Annexune. The time path of 
software exports in rupees and in US dollars 
are plotted in Figure I. As can be seen, a 
■ substantial part of the reported growth in 
software exports has come about through 
devaluation of the rupee against the dollar, 
particularly since 1991. The decomposition 
of the growth in the rupee value of software 
'exports into the real growth measured in 
dollar terms and the exchange rate effect is 
given in Table l. 1 

The interesting point to note about this 
tabic is that the ‘real’growth rate has actually 
slipped during the latter half-period 
(1990-93), which is precisely the period in 
which the software sector has given rise to 
such strong expectations. It can also be seen 
that during this period, the 'teal’ and the 
'exchange rate’ effects have been more or 
. less equal, which was certainly not true of 
die curlier period when the ‘real’ growth 
do min a t ed. The differential performance in 
the two periods also cannot be put down to 
differences in the base, since the arithmetic 
mean of the growth rates of the two tub- 
periods are not significantly different from 
die fuff-period average, which would have 
been the esse if there had been abase problem. 

Casual empiricism based on this data and 
analysis would give rise to most disquieting 
conclusions. One would be tempted to infer 
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l steam, despite the not inconsiderable growth 
Mu that continue to be achieved. To make 
matters worse, this slowing down appears 


to have taken place precisely during the 
period when some policy support started 
being provided. This simply lends further 
credence to the proponents of the point of 
view which holds that software exports do 
not need such support.and more rapidgrowth 
is possible if the software entrepreneurs did 
not malinger. 

In order to examine the situation in 
somewhat greater detail, an econometric 
analysis of the trends in the dollar values 
of software exports becomes necessary. 
Given the wide variations in the quarterly 
exports data, simple trend equations were 
not appropriate. More complex equations 
involving both intercept and slope dummies 
for the different quarters had to he specified 
and estimated for linear, quadratic and 
exponential growth paths. The results of 
such an exercise are presented in Table 2.” 

The results are extremely interesting. As 
may be seen from the table, until 1992-93, 
the linear trend equation is consistently 
superior to the exponential. This suggests 
that the decline in the compound growth cate 
indicated in Tabic I arises not so muctiftipm 
a downward shift in the growth path, but 
from the fad that a compound growth rate 
is an inappropriate measure of thetrue growth 
path. This is further borne out by the steady 
decline in thecoeftictent of the trend variable 
in the semi-1^ equations. On the other band, 
it raises the question as to why the software 
exports followed a linear path in a world that 
tends to behave exponentially. * 

Since 1992-93, however, there appears to 
be a change, in titpt the somi-log trend starts 

• dominating the Unfear.This seems to suggest 
that there is a substantia! change in the 
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sector, and dm the future growth may well 
turn out to be exponential. Tint possibility 
is reinforced by the robustness of the 


peepied out thal the difference betweent» 
explanatory powers of the linear and th 
semi-log equations ire not very tHfTerem 
and hence one cannot be toocoofldeW abot 
this shift to tin exponential growth path. C 
the other hsod,evcnifthe exponential grow 
path were to be attained, the annus 
compound growth rate has dropped sharpl 
from 44.3 per cent in 1990 to 23.(1 per cet 
by 1994. Therefore, what is the level ( 
software exports that can be expected in tf 
next few yean. 

There is of course no real answer to th 
first question, since the period available i 
still very short. Only time will tell. But th 
robustness of the parameters is a 
cncouragingsign. The importanceofihiftio 
from a linear to an exponential growth pat 
cannot be overemphasised, even for th 
relative short run. In order to fully appreciat 
the importance of such a shift, one need onl 
consider the projected software exports ov 
the next few years. These projections, bot 
for the linear and the exponential grow 
paths, are presented in Figure 2. As can b 
seen, the two projections diverge quit 
substantially. In 1997, if an exponentia 
growth trend is maintained, the level c 
software exports should be about US S 63 
million. With linear growth, however, it i 
unlikely to exceed US $ 330 million." 1 

II 

The Diagnosis 

* 

The important issues that arise from th 
description of the symptoms presented in th 
preceding section may be summarised a 
follows: 

(I) What are the reasons for Indiai 
software exports to have followed a linea 
growth path? (2) What hope is there fo 
permanently shifting to an exponential path 
The first point that needs to be realised abot 
the software sector is that it is not physica 
capital intensive, but extremely intensive i 
human capital. As a result, the growth in thi 
sector does not arise primarily fror 
investment in plant and machinery, as is th 
case with physical products, but from tun 
pri ncipal sources: (a) The number of person 
(or man-years) engaged in this activity, (b 
The productivity of the manpower in term 
of revenues per person. 

Tasui ): Decomposition or Gkqwth m 
Softwau Exroen 
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* 3 Linear 

The exponential nature of most economic 
processes arises mainly from what Marx 
termed as 'expanded reproduction', or the 
process of cumulative accumulation of 
capital. In the software sector, unfortunately, 
this process has only limited applicability." 
Human capital tends to follow ‘simple 
reproduction* behaviour. The reason for this 
is that the generation of the right type of 
manpower does not come about through the 
operation of normal economic forces, but as 
a result of deliberate decisions taken by the 
educational system. This is probably at the 
root of the linearity of the Indian software 
experience. 

Although the Indian educational system 
asa whole has expanded quite substantially, 
there is a bottleneck at the institutions which 
are capable of producing software 
professionals of international standard for 
the kinds of jobs that are being undertaken 
at present. The available data suggest that 
there has been no expansion in the number 
of graduates coming out of these institutions 
per year for the past 10 years or more. This 
is a linear process. 

Moreover, the Indian educational system 
has been most unresponsive to the edu¬ 
cational and training needs of the economy. 
Although the structure of the Indian 
economy has changed quite dramatically 
in the last two decade* or more, the changing 
composition of skill requirements has had 
very little effect on both the proportion of 
students in various disciplines and the 
curricula in the oducattopisJ and training 
establishments. The net result is a growing 
Imbalance between the demand and 
supply of Afferent skills. The problem la 
particularly acute for aectors which are 
new and growing rapidly - like software, 
lid* strong auto-re greasivencos of th? 


+ Exponential 

most important cause of the observed 
linearity. 

However, this is only pan of the expla- 
alion. The failure of the Indian system is of 
a wider dimension. Despite the linearity in 
appropriate human capital formation, 
sustained exponential growth could still have 
been recorded through two methods: (a) 
Addressing more intensively those specific 
segmentsoftheinternational software market 
for which trained manpower availability 
would not he a binding constraint in the fore¬ 
seeable future, (b) Increasing the productivity 
of the scarce existing manpower by moving 
progressively to higher value activities. The 
fact that neither of these happened in any 
significant way calls for an explanation. The 
software sector can be divided into five 
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•pjor activities in deeHoiag order of. : 
complexity ami skill requirements: 
mtnigrmsnt. (2) Systems analysis amt- 
design, (3) Software main-tenenee Md'} 
supporL (4) Writing of code, and (51 Data 
entry. As things stand, the Indian software 
sector has been and continues to be concent¬ 
rated in the socond and the fourth activities, j 
with a heavy predominance of the fbunh. ! 

Data entiy for the international nuekatia 
virtually non-existent despite the fact that., 
this is the one area where the resource 
endowment of the country is the here The 
primary reason why no headway has brest . 
made in this area tsthe lack of adequate data 
communication facilities in the comity, * 
which causes long time lags between tire 
receipt of documents and their supply in 
machine readable form. Also, correction of 
dataentry errors, whichcan never be entirety 
eliminated, becomes more time-consuming - 
and cumbersome. This has inhibited foreign i 
clients from using India as a base for tlKir J 
data-entry needs." This is a pity since Ike 
data-entry activity, .though low value in ! 
nature, is the one area in which manpower . 
resources would not he a constraint, at knit 
in the foreseeabk future. 

The situation with software maintenance a 
and support is similar perhaps even worse ‘ 
since this is the fastest growing segment of : 
the international software market. AT, 
present India has practically no pMaMCt.' 
in this area, despite iu inherem comparative 
advantage. The primary culprit krtkqante t 
of affairs it again the lade of adequate,: 
telecommunication facilities: This tack V 
particularly onerous in this sphere since 
software maintenance requires respond’, 
logging as a minimum pre co ndi ti o n aart^ 
customers insist upon the control that j»' 
achieved by on-line access. J ' ,' 
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The lack of high-speed data com mutil¬ 
ation facilities has ramifications which go 
/ell beyond the restrictions it placed on the 
ata-entry and software maintenance 
divides. The preponderance of ‘on-site’ 
iftware development in total software 
sports can also be traced largely to this 
ictor. 1 ’ Indian companies simply had no 
rtion but to take recourse to this method 
'carrying out business. The end result was 
rat not only did it increase the costs to the 
iftware companies, it placed severe 
istrictions on the nature and type of jobs 
at could be undertaken. Since it was clearly 
>t feasible for any single company to send 
rt large teams of software professionals for 
■y single client. Indian software firms were 
nited to carrying out relatively small jobs 
acting as sub-contractors in a large project. 
What was much worse, however, was 
at it led to a gross underutilisation of 
lent. Since there was a restriction on the 
rmber of people who could be sent out, 
dian software engineers not only did 
stems analysis and design, they also had 
write the code. The latter activity is 
latively more time-consuming, but 
uires much lower levels of skill, in most 
mt countries, software engineers almost 
ver write code. As a result of this pattern, 
dian professionals have had to work well 
low their capabilities. Consequently, 
hough the average salary of an Indian soft- 
re professional is only about 15 per cent 
an American counterpart, his productivity 
probably no more than 30 per cent, 
lertforc, the real cost advantage enjoyed 
India is not that large once this under- 
isation of talent is taken into account, 
lie logical solution to this problem would 
to have the software engineer doing only 
stems analysis and design, and employ 
ver skilled personnel to do coding, at least 
offshore jobs. This will no doubt happen 
lue course of time as offshore work starts 
grow, which in turn will require (he 
acom facilities to be upgraded quite 
»tantially. It will also require much higher 
reeof project management skills - which 
virtually absent at the moment. 

’Crhaps the recent tentative move towards 
xmentiality in software exports is due at 
st in part to the fact that the share of 
shore work in total software exports has 
K up to almost 30 per cent in the past 

x years after being stagnant at less than 
per cent for the previous decade. On. the 
er hand, the same phenomenon can be 

xi for arguing that some of the recent 
wth in software exports is only window 
ssing. The argument is that typically in 
-site jobs, the costs incurred at the 
itomcr's location were borne by the 
uomcr and did not get reflected in the 
Its foreign exchange earnings of the 
Sorter. In the case of offshore jobs, 
•ever, otets of hardware, datacommuni- 


cation and even travel are built into thejpou 
export value. As a result, the difference in 
gross earnings between offshore jobs and 
on-site jobs tends to be very high, although 
the difference in net values is probably 
considerably lower. 14 

On the whole, however, the diagnosis is 
that the Indian software sector has suffered 
from both a limitation in the availability of 
skilled personnel and stagnant productivity. 
Some of the reasons for this have been 
enumerated in the above discussion, but 
there are many others which also have had 
a role to play. It is useful to discuss these 
at some length, since they point to a larger 
systemic failure and threfore highlight the 
need for much greater degree of co-ordi nation 
than exists at present. 

First, the Indian educational system is 
completely outdated in the sense that the 
both computer literacy and algorithmic or 
modelling skills are virtually untaught except 
in the engineering colleges and certain pure 
science disciplines. In actuality, software 
development does not really require 
engineers, it only needs certain mathematical 
skills. As amalter of fact, professionals from 
non-engineering disciplines can contribute 
more to software exports, provided they are- 
given the requisite orientation in their basic 
undergraduate education. 1 ' At present there 
is a programme to inculcatecomputer literacy 
in schools, but that will take another five 
years or so to fructify. Unfortunately there 
is no such programme in colleges. This 
needs to be corrected urgently, not only for 
the software sector, but for most modem 
industrial/scrvice activities. 

Second, the telecommunication system in 
India is still very voicc-oriented, and there 
is a total lack of appreciation of the role and 
importance of datacom. What is worse is that 
although high-speed datacom facilities are 
becoming available to the rest of the world, 
intra-country connectivity is still quite 
distant. This has two major ill-effects. First, 
mov f iftware professionals, including those 
from engineering backgrounds, receive 
practically zero exposure to datacom-hascd 
work methods during (heir formal education. 
Most of these skills have to be taught on- 
thc-job by the employers. If domestic 
datacom connectivity is not available, the 
learning curve is perforce based on the 
relatively high cost international facility, 
which can only be used sparingly. This 
restricts the spread of such skills. Secondly, 
the hardware platform base of the country ^ 
cannot be used effectively by time-sharing. 
While this may not be a serious problem for 
large software companies. Which have 
enough work on hand to fully utilise their 
hardware base, it is extremely detrimental 
to the smaller companies. The ill-effects are 
further compounded by the relatively high 
cost of hardware in India vis-a-vis the 
competitor countries. 


Third, the domestic software market has 
been limited not only by the extremely high 
cost of hardware, but also by an unwillingness 
to pay for software. In fact, most major users 
in India tend to rely heavily on in-house EDP 
divisions/cells rather than on commercially 
developed software. The government is the 
biggest culprit in this respect. There is of 
course good reason for such behaviour. For 
most major users, it is cheaper to hire software 
personnel directly rather than bear the costs 
of the overheads of commercial software 
companies, which can be as large as two- 
and-a-half times the salary hill. This arises 
primarily from the relatively low salaries 
that are paid in India. In other countries, with 
much higher salaries, such behaviour is not 
optimal. As a consequence of this tendency, 
Indian software houses have very little 
exposure in carrying out large jobs which 
leads to both a lack of project management 
experience and a lack of track-record. 

This tendency on the part of major users 
to rely on in-house software development 
has certain other dimensions which need to 
be noted. First, the existence of such units 
leads to a reduction in the trained manpower 
available to the commercial software sector, 
which simply aggravates the basic shortage 
(hat exists. Second, since most of these units 
arc treated as providing service or staff 
functions, the software capabilities that are 
developed are rarely used to the extent 
possible. Thus the considerable project 
management and systems design skills that 
are generated lend to be waslefully used. 
Finally, since the 'make or buy' option is 
biased in favour of the former for the large 
users, the residual domestic demand is 
restricted to fairly small or intermittent users 
who cannot afford to pay anywhere near 
international rates. As a result, the price 
received by software houses on domestic 
sales is considerably lower than what they 
receive on exports. 

Fourth, tl»c software sector itself is weak 
in many respects. A dominant characteristic 
of this sector is that it has grown not through 
consolidation, but through fission. As a result, 
there is neither size nor specialisation. 
Further, because of the relatively small size 
of (he average software house in India, there 
is a lack of standards and inadequate use of 
software engineering tools, which affects 
the perceived quality of the product and 
thereby leads to an unwillingness to pay 
premium prices by the customers. To make 
matters worse, strategic alliances and 
networking between Indian software 
companies to leverage their respective 
strengths is completely lacking. 1 * 

There is an interesting, and very damaging, 
side-effect to this lack of intra-industry 
alliances. It has been noticed that most Indian 
software companies claim to be able to carry 
out virtually any software development work. 
In an international market which is very aware 


tz 


PrAiwmir «*v4 ftrvlirirat WmVIw Pe Krii*rv lt.M 



of the imponance of specialisation and com 
competencies, such claim* are not only 
treated with scepticism, but in fact lead to 
a lackof credibility mandnegative perception 
of the entire industry. The long-run damage * 
of such loss of credibility can be immense. 

Fifth, there it also a problem that arises 
out of the exposure that theaverage Indian 
has to international conditions. Certain 
types of software activities, such as telecom¬ 
munications, transaction automation, smart 
cards, etc, are simply not addressed since the 
Indian software developer has not been 
exposed to these in any meaningful way. On 
the other hand, activities such as user 
interfaces arc culturally specific, and no 
meaningful developments can take place 
until the Indian developer is fully sensitised 
to such issues. This kind of exposure does 
not come about spontaneously. Either there 
has to be an extended period over which 
software professionals need to live in the 
target countries , 1 ’ or such appl icat ions should 
be introduced in India with the minimum of 
time-lag. 

The long and short of it is that the Indian 
software sector faced and continues to face 
formidable hurdles in doing business, and 
considerable credit has to go to it for having 
achieved what it has. More importantly, it 
should be clear that although some of the 
problems are internal to the industry, most 
are outside its sphere of control. 

Ill 

The Prescription 

Having defined the nature of the problems 
being encountered by the software industry 
in India, the issue remains as to how to take 
this sector 9 m of its linear trend and place 
it on an an^||j^ieiwinl growth path. Clearly, 
the stra tegy S rift havc to encompass both the 
numbers said the productivity issues. A few 
suggestionsarinngfrom the discussion gi ven 
above may be made: 

(I) The need to reorient and galvanise the 
educational Syrians cannot be overstated 
Efforts like the department of electronics 
accreditation scheme (DOE-ACC) for 
introdocing minimum standards to private 
software training institutes, or the project 
IMPACT of the DOE for strengthening the 
electronics curricula in the leading 
engineering institutions, only address the 
problem at the margin. More fund*menu! 
change* are cal led for. It is suggested that 
scrash programme in computer literacy and 
software methodologies be introduced at the 

rstirgn level. Ideally, the curriculum of 
various disciplines such as commerce, 
economic*, sociology, and of course the 
head sciences, should be changed to give 
grosser focus to generating modelling and 
al gorit hm development skills. This would 
probably bo much more efficient than 
—fending the engineering colleges. 


. (2) The expansion in the international high¬ 
speed dbtacom facilities thathas been brought 
about end catalysed by the department of 
electronics (DOT) through the statetlite 
earthstation* of the software technology pari 
(India) (STPI) and the ‘timedlvision multiple 
access’ (TDMA) radio-links of Satcomm 
(India), is only a drop in (he ocean." This 
trend needs to be carried forward much 
further. The DOE facilities are limited by 
the licences that have been granted by the 
department of telecommunications (DOT), 
which restrict their operation to particular 
geographic areas and to specific types of 
customers. " The bulk of the expansion will, 
therefore, necessarily have to be carried out 
by the DOT/VSNL, which bear the principal 
responsibility for telecommunications in India. 

While planning for the expansion of the 
high-speed datacom network, it should be 
remembered that software exporters are 
not the only users of such links. Almost all 
commercial agencies which have inter¬ 
national transactions require such facilities. 3 ” 
Therefore, the minimum necessary expansion 
of the facilities will have to be orders of 
mignitude larger than the specific require¬ 
ments of the software export sector. Unless 
this is done consciously and expeditiously, 
the infrastructure will get rapidly overloaded 
and software companies will be forced to 
go back to on-site work as the principal 
vehicle of software exports. 3 ' 

(3) International connectivity apart, the 
general development of the telecommuni¬ 
cations infrestructure in the country is of the 
highest importance, particularly with regard 
to intra-country networks. The role of 
domestic high-speed connectivity in 
providing a Ivrw-cost training ground for 
telecom-bascd software development 
methodologies and in leveraging the 
hardware base has already been mentioned. 
There isa furl her dimension. The real benefits 
from computerisation are realised fully only 
when computers get networked. This is the 
international experience Therefore, if intre- 
country connectivity of reasonable cost and 
quality is made available, the spread of 
information technology is bound to go up 
substantially in India." This will create a 
domestic demand base for software, and 
enable Indian software companies to establish 
their credibility and track-record for 
addressing the international markets. 

(4) Tha importance of enabling Indian 
software companies to establish track-records 
needs to be re-emphasised. This is one of 
the m^jor stumbling-blocks in entering the 
international markets. In this regard the 
government has an important role to play. 
It so happens thru at present the government 
is the single largest consumer of software 
in the country, but it actually takes very little 
from the commercial software aector. This 
may make short-run financial tense, but the 
country loses out on the positive externalities 


that are possible. The government should 
therefore start contracting out its software 
requirements to commercial developers, 
rather than trying to do it all inhouse. 

(5) In addition, the gov ern me nt needs to 
provide direction to the organisations under 
its control. In particular, certain public sector 
undertakings (PSUs) winch have it non 
software capabilities need 10 be encouragec 
to hi ve these off as stand-alone subsidiaries. 
Fortunately, this is already happening tc 
some extent, even without government 
intervention. But more needs to be done. 
Once PSUs suit this trend, it is hoped tha 
the private sector companies which haw 
similar capabilities will follow suit.” 

( 6 ) The Sin were established inter aim te 
encourage synergy between small software 
companies and to provide common aarketin 
facilities. This has not taken place to an 
great extent yet, primarily due to iheexisttn 
preoccupation with providing the bask 
infrastructural facilities to the software 
companies coming under their charge. In tfec 
long-run, however, this is probably the mo* 
important function that the STPscan perform 
given the fissiparous and antagonist!! 
tendencies of thelndian software ooaapnmes 
It needs to be carried forward vigorously 

(7) Given the large number of software 
companies in India and their tendency to 
claim expertise in practically all types c 
software, there is a need to establish r 
mechanism by which a potential customer 
can get unbiased expert advice about (he 
capabilities of the Various comendia 
suppliers . 34 Ideally this role should haw 
been played by the concerned industry 
association, which has apparently ahrog ss e r 
its responsibility. As an initial effort in this 
direction, the DOE has established the 
Software Services Support and Education 
Centre (SSE). Among the various services 
that this centre is supppsed to provide 
capability appraisal and advice is one of the 
most important. For this activity to he 
successful, however, co-operation Of thr 
industry is essential. Whether this co¬ 
operation will be forthcoming, or will require 
a certain degree of government coercion 
remains to be seen. 

( 8 ) finally, in order to ov erco me the lad 
of exposure and cultural dysfunction, ever 
effort needs to be made to introduce tin 
latest software technologies and application 
in India. This too will not happet 
spontaneously. Deliberate efforts will ha* 
» be made. The DOE has recently spomorre 
* Centre for the Diffusion of t nfonwa ti of 
Technology (C-DTT), which is meant a 
focus on throe issues. Until this process: 
fully under way. however, o a tire so ftwa n 
development and body s hopp ing wamasaa 
the principal vehicles for accufcurisatioa- 
Indian software professionals, and can 
should be taken that a niur c sur y hnrdessn 
not placed in rite way of these activities. 



Annkxiwe: Exports or Software from Ij®u 


Year 


Rs Crore 


Ex Rale 
(Rs/S) 


S Mills 


Quarter 

Cal Year 

Fin Year 

Quarter 

Cal Year 

Fin Year 

1987 1 

16 



13 

12.08 



2 

14 



13.4 

10-22 



3 

18 



13.8 

12.68 



4 

24 

71 


14.4 

16.39 

51.37 


1988 1 

24 


78 

14.8 

15.95 


55.2 

2 

20 



15.1 

13.18 



3 

18 



15.4 

11.62 



4 

40 

* 101 


15.6 

25.38 

66.13 


1989 1 

32 


109 

16.0 

19.88 


70.0 

2 

34 



I6..3 

21.10 



3 

30 



16.6 

17.89 



4 

61 

157 


16.9 

. 36.15 

95.02 


1990 1 

37 


162 

17.1 

21,46 


96.6 

2 

38 



17.7 

21.47 



3 

50 



18.2 

27.53 



4 

75 

200 


18.8 

40.00 

110.46 


1991 1 

59 


222 

19:5 

30.15 


119.1 

2 

53 



20.5 

25.90 



3 

91 



24,0 

37.75 

* 


4 

128 

330 


25.0 

51.00 

144.81 


1992 1 

104 


376 

15.0 

41.76 


156.4 

2 

94 



28.0 

33.46 



3 

126 



28 

45.00 



4 

176 

500 


28 

62.82 

183.05 


1993 1 

146 


542 

28 

52.14 


193.0 

2 

131 



31.3 

41.85 



3 

176 



31.3 

56.23 



4 

247 

700 


31.3 

78.91 

229.14 



Stmrce: DB1D. Department of Electronics. Government of India. 


Notes 

(This paper reflects the personal views of the 
author, and nut those of the government of India.] 

1 Implying on average annual growth rate of 
above 46 per cent. 

2 These figures have been projected in a study 
‘India's Software and Services Export 
Potential and Strategics' prepared by Maxi/ 
Micro Inc for the department of electronics, 
government of India in 1992. 

3 Let: Pd = domestic price (ex-factory price) 
Pe = export price (invoice value) 

md = profit margin on domestic sales 
me= profit margin on exports 
t = transport cost in export price 
Then it can be shown that ihc 'calculated' 
expurt profit is greater than I he actual (me) if: 
md > me 
Pd (Pe - 0 

4 Reasons for export profits being higher than 
those on domestic soles are enumerated later 
in this paper. 

$ Technicallyandconcepfuullythereisnothing 
wrong in this definition, providing that some 
segregation is inode for (he marketing 
component of such expenditures and 
corresponding adjustments are made for 
domestic sales also. But neither are done. 

6 There is in fact a real conceptual difference 
between ‘on-site development' and 'body¬ 
shopping' which seems to have been totally 
missed by the Indian critics. The former refers 
(o sending software developers to work at the 
client's premises by on Indian company for 
a specific job, whereas the latter implies that 
individual software professionals are found 
for employment by foreign companies. 

7 This waadespiie the fact that the 1986 Software 
Policy clearly identified ‘on-site services' as 

'J an integral and important pad of software 

- activities 

-; J f It may be noted that the growth roles have 
hi; been computed as compound annual rates on 
^ ' npoint-lo-poini basis. The "total" growth rate 
- is defined as the growth in rupee lenrs. whereas 

. the “rear is in terms of the dollar values. The 


exchange rale effect captures the residual and 
therefore includes not only the pure exchange 
rale effect, but also the interactive term. 

9 The quadratic trend equations uniformly 
performed less well than the linear and the 
exponential. and hence have not been reported. 

10 l( is interesting to note that the projection 
based on the log-linear equation (US $ 630 
million) is almost the some as that projected 
by the study cited in note 3 (US $640million) 
as the base-line or'business as usual'scenario. 
This should conic as no surprise, since the 
latter was based on a forced compound 
growth process What is important in ihis 
context is that the projection calculated in 
this paper requires substantial changes which 
wuuld move the industry permanently on an 
exponential trajectory. This is by no means 
a 'business as usual' outcome. 

11 Productivity enhancement tools in software 
development are a cose in puint. but these 
have come into popular use only recently and 
therefore have not yet had a substantial impact. 

12 The beneficiaries from this lacuna have been 
countries like Jamaica, Philippines. Israel and 
even Ireland, which today dominate this 
activity. China too is starting to make head¬ 
way in this direction. 

13 The other reason being the need to establish 
a inedible track record, which could probably 
not be done in any other way. This factor, 
however, should have diminished over time. 

14 The introduction of Section 80-HHE of the 
Income Tax Act probably has contributed 
to showing higher gross export values for 
reasons discussed earlier in Ihis paper. > 

I $ In the initial years, many software companies 
in fact had to draw upon large numbers of 
nun-engineering graduates for the ir workforce, 
primarily because engineering graduates had 
more attractive options, Unfortunately in most 
cases ■ considerable amount of framing hod 
to be given, which raised the costs to the 
company quite substantially. Even today, 
small and start-up companies, which cannot 
offer emoluments at par with the larger 
companies, have to rely on such recruits. 


16 This sort of networking hot become 
commonplace in the garments industry .which 
is alto charocterited by small firms. The lock 
of networking among software firms has 
sometimes been put down to ego problems 
of the technocrat-entrepreneurs in this sector. 

17 This carries the attendant risk of the indivi¬ 
dual not returning to India, i e. “brain-drain". 

18 On paper, the department of telecommuni¬ 
cations (DOT) andthe Videsh Sonchar Nigam 
(VSNL) hove been prepared to offer high¬ 
speed datacorn links for many yean. However, 
until as late is 1990. only three channels of 
64 Kbps band-width had actually been 
provided by these agencies in the whole 
country. One of the primary reasons for this 
pathetically low level of connections was the 
high rates that were being charged. At that 
time, a 64 Kbps link from Delhi would cost 
about Rs 33 lakh (approximately US $ 
1,80,000) per annum for the half-circuit, os 
compared to the international rale of about 
US $ 84.000 per annum. The other reason was 
the unsuitability of much of the DOT network 
for wide bond-width daia-gmdc traffic and 
the distinct unwillingness of Ihc DOT to 
upgrade the circuits on a priority basis. 

With (he advent of the STPI earth stations 
and the use of radio links to solve Ihc ‘Iasi 
mile' problem, Ihc DOE was able to provide 
reliable high-speed datacoin links ai relatively 
low rates like Rs 14.5 lakh (US S 60.5(X)) per 
annum for 64 kbps. In response to this 
initiative, dalacoin the charges were brought 
down dramatically by UOT/VSNLloRs 16.5 
lukh (about US S 68,000). In addition. Ihc 
attitude of these agencies Inwards daiutoui 
become more positive, alheit only marginally. 
As a consequence, the number of 64 Kbps 
links today has gone up dramatically lo more 
than 200, of which about 90 arc from the 
DOE-sponsored agencies. 

19 At present ihc DOE facilities cover only eight 
cities (Delhi. Bombay. Madras. Bangalore. 
Hyderabad.Thiruvananthjpunun. Bhubanesh¬ 
war and Gandhinagar. In addition, the licences 
restrict provision of the service only lo 100 
per cent export-oriented software units 
operating out of the EOU. EPZ or Ihc STP 
schemes The bulk of Indian soflwurccxports. 
however, are from DTA units, usually operat¬ 
ing under the Export Promotion Capital Goods 
(EPCG) scheme. These perforce have u> rely 
on IX)T/VSNL 

20 In fact the garments and textiles industries, 
along with financial institutions, are sonic of 
the heaviest users of high-speed datacoin 
internationally. 

21 It is expected that as the Indian economy 
liberalises further, many industrial and services 
sectors will be forced to adopt information 
technology tools for competing effectively. 
This will place considerable demands on the 
telecom infrastructure. 

22 The DOT does provide some very limited 
domestic networking through its I-Net and 
RABMN networks. It has also recently 
permitted private sector participation in such 
activities. However, most of these networks 
ore of relatively low speed and we suitable 
only for non-real time applications such as 
e-mail, and not for bigh-speed applications. 

23 Steel Authority of Intba (SAIL) and Hindustan 
Aeronautics (HAL), two major PSUv have set 
up subsiduries for software development, pofli- 
cularty for export. Some leading private com¬ 
panies «e also in the process of doing the same. 

24 This would be a software industry equivalent 
of the credit rating agencies such at CKISIL 
and ICR A 
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Public, Joint and Private Sectors 
in Indian Industry 


Evaluating Relative Performance Differences 

Suniit K Majomdar 


In this paper the author evaluates relative performance differences between the government-owned, joint sector 
and private sectors of Indian industry. Comparative efficiency parameters are estimated for the period 1973-74 to 
1988-89 using data generated by the Annual Survey of Industries (ASl) which relate to the organised sector of 
manufacturing industry. The results establish that, in aggregate, enterprises owned by' the central government and 
the governments of various states in India, while accounting for a major chunk of capital investment, are systematically 
only two-thirds as efficient as private sector enterprises, while joint sector enterprises are also less efficient than those 
in the private sector. 

Results of the data analyses reveal that the assumptions of economic theory, positing higher efficiency levels for 
the private sector, cannot be disproved in the Indian context, and the resubs also contradict extant evidence which 
have found no performance differences between government-owned and private firms in India. The paper also discusses 
certain features unique to the political environment of India as a result of which the noted efficiency differences arise. 
However, the data also show that reforms that have been put in place in the 1980s towards improving government- 
owned enterprise performance have had a systematic and significant impact in leading to inter-temporal efficiency 
gains, particularly in enterprises owned-by the central government. 


I 

Introduction 

STATEMENTS of disquiet about the 
performance of the government-owned sector 
of Indian industry arc common-place, and 
major concerns have been expressed both 
by writers who have been senior policy¬ 
makers [Bhoolhalingam 1993: Jalun 1991: 
Marathe 19891 and by academics [Hjrdhan 
1984: Bhagwati 1993|. Yet, the extant 
comparative evidence that exists IBhaya 
1990; Jha andSahm 1 992; Manus watny and 
Rcnforth 1994) points to no significant dif¬ 
ferences in the performance of private versus 
state-owned firms. What is the true picture? 
The demise of command-style economies is 
already being attributed to behavioural issues 
that arise when government is tlte primary 
owner of enterprises [Roomer 1993). Based 
on this premise, major relorins are taking 
place in most erstwhilecommaiul economies, 
and there is an explicit acknowledgement 
that private ownership will yield greater 
efficiencies and breed industrial success. If 
the Indian government-owned sector is, 
indeed, aselTicicnt as the private sector, then 
tlte large amount of effort being currently 
devoted to privatisation and reforms is of 
no avail, since the efficiency gains are 
unlikely to be material. Conversely, the 
authors noted above may have substantive 
reasons for expressions of theit disquiet, and 
contemporary empirical research could well 
be flawed. The resolution of such an 
important conundrum- then, has to he based 
on facts and evidence, and this pu|>cr reports 
the results of a study evaluating comparative 
efficiency patterns among segments ol Indian 


industry owned by different categories of 
investors. 

In India contributors to the equity capita) 
of enterprises include the central government, 
governments of the various states in the 
Indian union, private investors and 
governments jointly, and private investors 
alone. The primary way to distinguish 
between ownership categories is to classify 
them as the state-owned (public) and the 
private sectors. The term slate-owned is used 
in the Indian context to include enterprises 
owned both by the central government and 
by the governments of the various stales that 
form part of the Indian union. The latter are 
called state government-owned enterprises. 
In susequent empirical analysis, central 
government-owned and slate government- 
owned enterprises’ data are separated for 
efficiency estimation purposes. Though the 
term enterpriser is used throughout the paper, 
analysis is earned out using aggregate data, 
as described in a later section of the paper. 

Comparative efficiency assessment is also 
important for another reason. Research shows 
that the evolution of modern industry, the 
capabilities developed within industry, and 
the efficiency with which ihese capabilities 
have been utilised have been a major force 
in shaping the growth and economic strength 
of modem nations [Chandler I993J. The 
state-owned sector accounts for a substantial 
part of employment and capital investment 
in many developed as well as developing 
nations. Therefore, understanding whether 
the state-owned sector performs better or 
worse than private enterprises, in 
circumstances where the state-owned sector 
is a major player in the industrial arena, is 


relevant in shedding light on whether national 
progress is being propelled forward, being 
sustained or impeded. 

It i s argued that the comparative assessment 
of state-owned enterprises with other types 
of enterprises is not feasible because 
profitability review of state-owned 
enterprises ignores the socio-economic 
objectives associated with suie-owned 
enterprises (Bhaya J990J. Yet. for a 
fundamental reason, comparative efficiency 
analysis matters. Industrial progress it 
determined not only by the rale of expansion 
of resources employed, but by the way 
resources have hoen utilised and efficiency 
in resource utilisation is well-acknowledged 
to be more critical to economic welfare than 
allocative efficiencies. 

The I ndian experience with the state-owned 
sector provides a rich backdrop for assessing 
comparative efficiency. In terms of 
magnitude, the state-owned sector constitutes 
a large proportion of industrial activity, and 
for the first four decades since independence 
the Indian economy has seen an ever- 
increasing role played by state-owned 
enterprises. Jalan (1991) notes that the total 
investments in Indian central government- 
owned cm cr prises was Rs 1.82,000 crons in 
1990, made up as fixed capital Rs 82,000 
CTore, working capital, Rs 76.000 crote. 
sundry investments, Rs 11,000 erorc and the 
deficit financed by the owners, the 
government of India, Rs 13.000crone. These 
figures excluded the assets of enterprises in 
the banking and insurance sectors, as wdlt 
as those of d epa r tm ental undertakings sack 
as railways, posts and a large portion of the 
telecommunications network. 
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Table 1 gives an indication ofthe increasing 
role of the state-owned sector in India's eco¬ 
nomy. It shows the composition or employ¬ 
ment, productive capital (including fixed and 
working capital) and value added between 
the state-owned sector (owned by the central 
government and various state governments), 
the joint sector and the private sector for six 
reoent time-periods: 1973-74, 1976-77, 
1979-80, 1982-83, 1985-86 and 1988-89. 

With respect to employment, the share of 
the state-owned and the joint sectors has 
risen, in total, from 27 per cent in 1973-74 
to 37 per cent in 1988-89. With respect to 
productive capital invested, the share of the 
state-owned and joint sectors was over half, 
at 58 per cent, in 1973-74. By 1979-80, this 
share had risen to 68 per cent. Though 
fluctuations have occurred, in 1988-89 the 
share remained at 66 per cent, implying that 
two-thirds of the capital invested in Indian 
industry is owned by the state-owned and 
joint sectors. Marathe (1989) also notes how 
there were less than five central government- 
owned enterprises in 1950-51. Ten years 
later there were 48. By 1971-72 there were 
over a 100 such enterprises and by 1980-81 
the number has increased to 187. Currently, 
there are almost 250 such enterprises. 

The paper evolves as follows. In Section II 
theory and evidence with respect to 
performance assessment are discussed. 
Thereafter, in Section III the empirical 
analyses are described. Data and estimation 
issues connected with the paper are discussed. 
The analysis is based on a comparison of 
efficiency patterns for 16 time-periods 
between 1973-74 and 1988-89, which is the 
last year for which data have been released 
by the Central Statistical Organisation of the 
government of India, for four sectors of 
Indian industry i n respect of which data ha ve 
been reported by ownership type. These are: 
the central government-owned sector; the 
state government-owned sector; the joint 
sector, and the private sector. Data are 
collected for factories belonging to firms in 
each of these sectors, and the factory-level 
data are aggregated for reporting purposes 
annually. The data-reporting and collection 
is carried out under the framework of the 
Indian Collection of Statistics Act of 1953 
by the Department of Statistics in the Ministry 
of Planning. Section IV discusses the results 
that are obtained from the empirical analyses, 
and Section V concludes the paper. 


disposal of asset*, are attenuated in 
government-owned enterprises because a 
market for corporate control is absent. 
Capitalisation of the future consequences of 
undertaking specific activities into current 
share prices is inhibited because there it no 
public trading of government company 
shares, leading to a reduction in owners* 
incentives to monitor managers, and the exit 
option that can be exercised where there is 
a market for corporate control is, therefore, 
not viable. Consequently, there Is a tack of 
capital market discipline to which state- 
owned enterprise agent-managers can be 
subjected to by owner-principals. 

Next, an issue arises with respect to the 
fuzziness of owners’ identity. With many 
owner-principals there are incentives to free- 
ride because any owner beving the costs of 
monitoring has to share them with others 
[Ben-Ner, Monti as and Neuberger 1993]. 
The ownership of state-owned enterprises is 
vested in individual government ministries 
and departments, which in the case is the 
owner on behalf of the Indian union headed 
by the president of India. Theoretically, 
therefore, this attribute ought to ensure 
superior performance, compared to the 
private sector, sinceownershipis not diffused 
among many owners but there is only one 
owner who can exercise strong control. 
However, the government department is, 
itself, an agency for citizens who arc the de 
jure owners of state-owned enterprises. This 
means that the control of government-owned 
enterprises, being undertaken by civil ser¬ 
vants, i s vested in persons who are themsel ves 
agents monitoring other agents, and have no 
incentives for carrying out their tasks. 

The consequences are as follows. As a 
collection of many principals, citizens face 
severe agency problems, and in a democracy 
neither have the incentives, nor can they find 
it easy to control state-owned industrial 
enterprise managers. Individually they 
cannot arrange a private portfolio of state- 
funded enterpri ses, to internalise the benefits 
of information acquired from having 
undertaken monitoring activities. Then, the 
very di [fineness of public ownership implies 
that citizens acting individually have small 
probabilities in influencing outcomes or 
expressing voice. As a result, state-owned 
enterprises effectively become proprietary 
organisations owned defacioby civil servants 
or politicians, while managers in such 


ecgmtationt losow that they are freeof both 
market discipline or sanctions from the 
ultimate principals. 

With respect to the issue of public versus 
private sector performance, Vickers and 
Yarrow (1988) ha ve agued that it 1 s primarily 
variations in the nature of competitive 
regimes faced that determine performance 
differentials between privately- and publicly- 
owned firms. The argument is that forces of 
competition have a direct impact on the 
cash-flows of enterprises. Given equally 
competitive conditions, private and public 
sector firms face similar potential to lose or 
make money. Since pri vate sector managerial 
rent-seeking, capitalistic behaviour or the 
exploitation of public sector firms’ profits 
for private political gains are going to be 
possible only when there are adequate cash¬ 
flows, the greater the threat that forces of 
competition will lead to the dissipation of such 
potential rents, the better firms’ performance 
ia likely to be and competition it supposed 
to be the great leveller of performance 
between private and public firms. 

Ill 

Evidence 

There is some evidence which finds that 
public and private firms facing similar 
competitive environments do not display 
any efficiency differences (Caves and 


Tails 2: Efficiency Scores for Four Sectors 
of Inman Industry. 1973-74 to 1988-89 



Central 

Govern¬ 

ment 

Sector 

State 

Govern¬ 

ment 

Sector 

Joint 

Sector 

Private 

Sector 

1973-74 

0.596 

0656 

1 000 

0.908 

1974-75 

0.746 

0.474 

1.000 

1.000 

1975-76 

0.597 

0.676 

0.922 

0.866 

1976-77 

0.613 

0.256 

0.815 

0.952 

1977-78 

0.544 

0.582 

0.912 

0.959 

1978-79 

0.483 

0.726 

0.888 

1.000 

1979-80 

0.466 

0.498 

0.757 

1.000 

1980-81 

0.474 

0.447 

0.731 

1000 

1981-82 

0.608 

0.579 

0.857 

0.988 

1982-83 

0671 

0.620 

0.888 

0.952 

1983-84 

0,525 

0.762 

0.954 

1 000 

1984-85 

0.555 

0.657 

1.000 

1.000 

1985-86 

0.879 

0.892 

0.925 

1.000 

1986-87 

0.819 

0.976 

0.984 

0.998 

1987-88 

0.951 

0.618 

0.962 

0969 

1988-89 

1.000 

0.787 

1.000 

1.000 
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Tasle I: Composition of Employment and Capital in Indian Industrial Sector - Trends ovrr Time 


Theory 

Arguments advanced for the existence of 
petfonTtance differences between pri vate snd 
government-owned enterprises are as 
follows. To the extent that ownership 
composition varies, principal-agent issues 
prise [Putterman 1993]. Property-rights, 
which are rights over the enjoyment and 


Year Sectoral Comporition of Emptoyrocnl Sectoral Competition of Capital Emptoyed 

Private Sector Stale Sector" Private Sector Stale Sector 


1973-74 

.73 

.27 

.42 

.58 

1976-77 

.70 

.30 

.36 

.64 

1979-80 

.68 

.32 

.32 

.68 

198243 

.66 

.34 

.32 

68 

198546 

.63 

.37 

.37 

.63 

1988-89 

.61 

.39 

.34 

.66 
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Christiansen 1980], or that given sufficient 
competition between private and public 
producers, and nodticriminaringregulatiom, 
unit cost differences are insignificant 
(Borcherding, Pommerehne and Schneider 
1982), The competitive forces approach also 
explicitly assumes the absenceof soft-budget 
constraints, which as Jalan (1991) has argued 
leads to attempt* to keep public enterprises 
for which euthanasia is the only solution 
operating with a variety of life-support 
systems. Hence, in spite of similarities in 
competitive conditions, the composition of 
the specific institutional environments that 
private sector or public sector firms ate faced 
with may affect performance. 

For example, there is the reality of the 
political environment surrounding govern¬ 
ment-owned enterprises. Whilecitizcnsmay 
have little say in (he functioning of govern¬ 
ment-owned firms, government decision¬ 
making is surrounded by a constellation of 
interests forming specialised coalitions 
interested in government-enterprise 
operations. These actors include politicians, 
unions, trade associations and consumer 
groups who can pressurise bureaucrats into 
directing government-owned bodies into 
acting in manners consistent with their own 
special interests. While the distributional 
consequences of such pulls and pressures 
may often be positive, their impact on 
efficiency is likely to be negative because 
such factors do lend to make the management 
process in government-owned enterprises 
complex and unfocused. 

There is a large empirical literature 
evaluating the relative performance of the 
public versus the private sector Boardman 
and Vining (1981) evaluate 54 studies, of 
which six find the public sector to he more 
efficient, 16 find nopcrformanccdiffercnccs 
between the two sectors, while 32 find that 
the private sector is more efficient. Many 
of these studies have compared firms 
undertaking specific activities, such as 
running airlines, supplying water nr 
supplying refuse collection services 
However, comparatively few studies have 
compared efficiency pattemsamongdiltcrent 
ownership segments of the industrial sector 
as a whole for a specific country. 

There arc some exceptions. Boardman 
and ViningC 1989), in a comprehensive study, 
evaluate the performance of 500 of the 
world's largest corporations outside the US 
for the year 1983. The companies they 
evaluate operate in the mining and 
manufacturing sectors, and belong to several 
nationalities. They find that, controlling for 
a variety of factors, joint and state-owned 
enterprises perform worse than simil arpri vale 
enterprises. Intcrmsoflheir key performance 
indicators, joint enterprises are no different 
from state-owned enterprises, hut relatively 
worse performers compared to the private 
sector firms. 


With respect to India, three studies exist. 
These have used a variety of methodologies, 
data and performance benchmarks. Bhaya 
(1990) uses Annual Survey of Industrie* 
(ASI) data for the yen 1981-82 to 198546. 
Calculating simple ratios of net value added 
to fixed capital, working capital and 
inventory, but ignoring human capital 
utilisation, he believes it is safe to conclude 
that public sector management efficiency is 
in no way inferior to that of the private 
sector, but the sector does perform worse 
with respect to its return on investment. 

Jha and Sahni (1992) use ASI data for the 
years 1960-61 to 1982-83 for four industries: 
cement, cotton textiles, electricity and iron 
and steel. The latter two industries, they 
claim, are primarily in the public 1 sector, 
while the first two are owned predominantly 
by private interests. The authors find no 
evidence of allocative inefficiencies in 
general, and each of them are relatively as 
efficient as one another. Ramaswamy and 
Rcnforth (1994) use 1988-89 to 1992-93 
accounting data for a non-randomly chosen 
and matched sample of 55 firms each from 
the private and public sectors. Using the 
same measures as Bhaya (1990), they 
conclude that managerial efficiency 
differences do not exist between the two 
sectors, though public sector firms arc again 
found to be less profitable 

These studies contradict theory and belief 
with respect to public sector performance in 
the Indian context. However, each study 
suffers from biases which call their results 


into question. Bhaya (1990) uses very 
simplistic techniques, a very narrow time- 
window, and eye-balling procedures as 
analytical methodology to reach his 
conclusions. Jha and Sahni (1992) are more 
rigorous in their empirical approach, but 
unfortunately restrict their study lo four 
sectors only. They also evaluate allocative 
efficiency, and no conclusions with respect 
to technical or managerial or technical 
efficiency can be made based on their study. 
Ramaswamy and Rcnforth (1994) also have 
a narrow ume-wmdow. their study suffers 
from the same methodological shortcomings 
as the one by Bhaya (1990). and also from 
maximum sample-selection bias. They non- 
randomly choose 55 firms each trom the 
total population of firms comprising the 
private and public sectors, and. given the 
wide heterogeneity of private sector finna 
in India, it is easy to choose a number q[ 
private sector firms which are similar to their 
public sector counterparts in efficiency 
characteristics. 

IV 

Empirical Analyse* 

Data and Context 

To calculate comparative efficiency 
patterns over the period 1973-74 lo 1988-89, 
data generated by the Annual Survey of 
Industries (ASI) in India are used. The ASI 
data relate to the organised sector of 
manufacturing industry and have sen prior 


T*wj 3 DEsrwmvF Stvtistics h* Emnewnr Scows. 1973 to 1988 


Parameter 

Central Government 
Sector 

Slate Government 
Sector 

Joint Sector 

Private Sector 

Mean 

0 658 

0638 

0912 

0 975 

Standard deviation 

0 171 

0 176 

0086 

0039 

Coefficient of variation 

0 260 

0 27' 

0 094 

0.045 

Maximum 

1 000 

0 976 

1 000 

1000 

75 percentile 

0 782 

0.744 

0 992 

1009 

Median 

0 602 

0.638 

0.924 

0.99* 

25 perccnlile 

0.534 

0.538 

0872 

0.956 

Minimum 

0 466 

0.256 

0.731 

0866 

Range 

0 534 

0720 

0 269 

0 134 

Interquartile deviation 

0.248 

0 205 

0 120 

0044 


TA«Lt 4; Non-Paxametwc Test Resit ts Comtasing Pawwke Ewhtenty Scows 
AMONG THE DffTCXEJlT SECTORS 

Period 1973 lo 1988 (Overall Period) 


State Gov ern me nt Joint Sector Private Sector 
Sector 


Central government sCcior 

000 

341 

3.41 


(0.96) 

(000) 

(000) 

State government sector 


3.52 

3 52 



<000) 

looo) 

Joint sector 



227 




(002) 


Note. The lest compares whether the row efficiency score is significantly leu than the cot wan 
efficiency score. The upper number in each cell it the Wilcoto* lest r value. The tom* 
number, in pa r enth es es, is the p value. 
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use |Ahhiwalia 19911 The factory sector 
summary is used as the data-sourcc for this 
study. From the data set. labour and capital 
inputs as well as output measures can he 
identified. 

The advantage of using this data is that 
information for the entire Indian industry is 
a vai table. This includes information on firms 
owned by the governments of the various 
states in the Indian union which are also 
substantial players in the industrial arena, 
and whose performance has never been 
empirically analysed. The characteristic of 
this particular data-base is that data are 
aggregate because of the reporting policies 
of the department of statistics of the 
Tovemment of India. However, the aggre¬ 
gation issue is unavoidable since information 
on a key variable, ihai of firm-level 
employment, is just not available lor private 
sector firms. Hence, any comparative study 
of efficiency has to use a data-base such as 
this. Aggregate data also helps avoid any 
sample-selection biases, since daia on the 
entire industrial population is considered for 
comparati veeflicicncy assessment purposes. 

Since 1956. every conceivable sub-sccior 
*f Indian industry has seen (heir presence. 
Apart from defence firms, (radiluinally in 
the public domain, generation of atomic and 
non-momic power, manufacture of aircraft, 
heavy machinery, and equipment loi tail and 
sea transport arc among activities carried mu 
exclusively by stale-owned firms. At present, 
slate-owned firms also manufacture 
,iroducissuch as aluminium and non-ferrous 
metals, chemical intermediates, iron and 
steel, drugs and fertilisers, and arc involved 
in diverse activities such as construction, 
engineering consultancy, farming, handi- • 
crafts retailing, shipping, coal mining, oil 
refining, commodity trading, and software 
consultancy. Stale-owned firms operate in 
many consumer-goods industries such as 
condoms, hotels, handicraft retailing, food 
products, televisions and consumer elec- 
ronics where competition among players is 
«ry high, and in general arc subject to the 
tame institutional and regulatory forces that 
tri vale firms have to face with regard to day- 
.vday operations. Data for firms undertaking 
hese activities are included within the data 
hat arc analysed 

Three inputs and one output arc used in 
he computation of an efficiency index for 
mch observation. The inputs arc rupee values 
>f fixed and working capital, and the actual 
lumber of staff employed. The output 
ran able is net value added, expressed in 
More of rupees which is a standard measure 
if firm-level output | Jackson and Palmer 
1988). In the contemporary literature on 
Rfcicncy measurement both value added 
ImI gross output are concomitantly used to 
ppurc output. However. Gnliches and 
OhfXtadl 1971) advance arguments in favour 
value added because ii facilitates 


comparison of results for firms which may 
he heterogeneous in material consumption. 
Second, inclusion of material as an input 
may lead to the problem that all' variation 
in efficiency may he captured by materials 
consumption, thus obscuring the role of 
physical and human capital utilisation. 

A further choice arises between the use 
of either gross or net value added as the 
output measure. Denison (1974) makes a 
case for the use of net value added on 
theoretical grounds by arguing that, since 
gross value added includes a measure of 
capital consumption, there is no rationale as 
to why capital consumption ought to he 
maximised rather than minimised. 
Nevertheless, value added captures hybrid 
aspeclsof firms' activities, as Diewert <1978) 
has noted. First, it captures a production 
relationship between primary factors and 
output. This relationship is based on 
managements' capabilities. Second, it also 
captures a profit-generating relationship 
between firm-specific capital and firms* 
output, which, while also dependent on 
endogenous management capabilities, is 
highly dependent on exogenous demand and 
supply conditions, since these conditions 
determine the prices a firm is able lo charge 
for its outputs. In the context of state-owned 
firms in developing countries, administered 
price regimes may he in operation, and 
go\ emmenis use stale-owned firms to operate 
as indirect tax collectors (Reddy I990|. In 
the case ot India, this is particularly true for 
stale-owned oil firms. Thus, there may be 


a targe element of windfall price-gains 
captured in the value added measure for each 
firm. 

To create value necessitates acquisition 
and configuration of capabilities, which are 
encapsulated in physjgal, liquid and human 
capital. Capital inputs, both physical and 
working capital, are also expressed in crures 
of rupees. Human capital inputs are expressed 
in thousands of employees. To deflate 
variables expressed in rupees the wholesale 
price index is uxed; the capital inputs and 
the output values are then expressed in 
constant rupees. 

Capital inputs can be book-values of 
physical capital given in ASI data, however, 
in measuring capital input, the use of 
undefiated amounts lead to inaccuracies. 
The book value series is deflated by price 
index. The weakness of the approach is that 
it does not take i nto account assets of di fferent 
vintage? bought ai different points of time. 
Conversely, major lacunae of the perpetual 
inventory method, which can take into 
account the different-vintage issue, are the 
two key arbitrary assumptions, for some 
base year of an amount as beginning capital 
stock, and an annual ratcof capital consump¬ 
tion. Therefore, efficiency parameters 
obtained by different researchers can vary 
amongst themselves, because each researcher 
may choose lo base analysis on idiosyncratic 
assumptions as to the base capital values and 
rate ol capital consumption 

The ASI data reported by individual 
enterprises are collected at the factory level. 


Tabic 5: Niw-Pahami-tkk' Test Reset is Comparing Pairwise Ettuirncv Si lines 
among Dim.m NT Sfimors 
Period: 1973to |9M>(Pennd I) 



State Government 
Sector 

Joint Seclor 

Private Sector 

Central government sector 

0.00 

2.52 

2 52 


(1.00) 

(0 01) 

(0.01) 

Slate government sector 


2 52 

2 52 



(0.01) 

(0 01) 

Joint sector 



1.75 




(0 08) 

Note: The test compares whether the row efficiency score 

is significantly less than the column 

efficiency score. The upper number in each cell it the Wilcoxon lest 

j value. The lower 

numher. in parentheses, is the p value. 



Tasu 6. Non-ParaMF mtc Test Results Comparing Pairwise Emnotr'Y Scones 


AMONG THE DIFFERENT Spl WRS 



Period: 1981 to I98K (Period 2) 



State Government 

Joint Sector 

Private Sector 


Sector 



Central government seen* 

0 1? 

2.10 

2.19 


(0.88) 

(0.04) 

(0.0.3) 

Suae government sector 


1.68 

2.38 



(0.09) 

(0.01) 

Joint sector 



2.52 

' 



(001) 


Nate. The test compares whether the row efficiency score is significantly less than the aolumn 
efficiency score. The upper number in each cell is the Wilcoxoe test z value. The lower 
number, in parentheses, is the p value. 



For public reporting purports*, dal* 
classified by ownership category are 
released only in aggregate. Thu*, for every 
year there are four observation* with respect 
to output and inputs, given the existence of 
four ownership categories. However, time- 
series observations for each ownership 
category are avatlable'forcach year between 
the period 197.1-74 to 19X8-89; thus, for 
each category there are 10 available 
observations. Pooling data by ownership 
category and time yields 64 observations to 
he used for comparative efficiency 
assessment. The ASI coverage and almost 
two decades of time-senes data yields rich 
information on the entire population of 
enterprises that make up the organised 
industrial sector of India. The ASI has been 
carried out since I9S9, and is (he principal 
source of industrial statistics in India. The 
ASI extends to every part of the country, 
except some imkislrially-murginal states, and 
covers all factories registered underthc Indian 
Factories Act of 1948. Essentially, all 
factories employing more than 10 workers 
and using power, or more than 20 workers 
ami not using power have to report data. 
However, the ASI was not carried out for 
1972-73, and data prior to that year is not 
available in collated form by ownership 
category. 

The analyses involve calculating and 
comparing efficiency for the 16 years 
between 1971-74 and 1988-89. For each 
year and each ownership category an 
efficiency store ts calculated, and to 
statistically assess performance dtllcrcm.es 
between various ownership categories, the 
scores for each category arc averaged for the 
16-ycar period. Second, an issue is, have 
there been efficiency gains over time.’ 
Fundamental economic liberalisation started 
in India in 1991. However, there were two 
spells of liberalisation, one starting after 
1980 when the prime minister Indira Gandhi 
commenced reforms, which her successor 
Rajiv Gandhi continued from 1985 onwards 
|Ahluwalia 1991; Rhagwaii 1993). To lest 
whether these had any impact, the growth 
rates in efficiency scores obtained for each 
ownership category arc calculated. 

Ehitiksk -y Estimation 

Data envelopment analyses (DEA) is used 
to calculate firm-level efficiency and 
measure slack in the utilisation of various 
resources. Chames. Cooper and Rhodes 
(1978 )(CCR) develop, and Banker, Chames 
and Cooper (1984) (BCC) extend, the 
efficiency measure developed by Farrell 
(1957) using a fractional mathematical 
programme, where the ratio of weighted 
outputs to weighted inputs* of each 
observation in the data-set is maximised. 
This approach proceeds by constructing 
efficiency scutes for a number of obser¬ 


vations. For each observation a single 
efficiency statistic, which is a ratio measure 
of performance as to how efficient each 
observation is in converting a set of inputs 
jointly and simultaneously into a set of 
outputs, is calculated. 

There is now a large literature on DEA. 
Sec Majumdarf I994)fnr operational details 
and application in the Indian context, and 
Seiford and Thrall (1990) for technical details 
of efficiency estimation using DEA and 
exposition of details of the various models 
possible within the DEA framework. In 
extending the original model developed by 
Chames, Cooper and Rhodes (1978) (CCR, 
Banker, Chames and Cooper (1984) (BCC) 
show that the CCR efficiency score can be 
broken up into measures of scale and pure 
technical efficiency. This is achieved by 
assuming that variable returns to scale exist 
for firms and by adding a variable in the LP 
so that hypcrpiancs lor each observation do 
not pass through the origin, unlike in the 
CCR model where all hypcrpiancs go through 
the ongin because constant returns to scale 
are assumed. In the constraint set for (he 
linear programming model, this variable is 
kept unconstrained in that it can take on 
values which arc either negative (increasing 
returns to scale exist), or0(conslant returns 
to scale exist) or posit ive (decreasing returns 
to scale exist) for each observation. 

In empirical analysis using DEA each 
firm that is raicd as efficient is used to 
define an efficiency trontier, and firms not 
so efficient are evaluated by comparison 
with hypothetical firm that is tin the frontier, 
and which has the same output or input mu 
as the firm being compared. Then, the 
efficiency of the firm being compared is the 
ratio of the actual output levels to that of 
(he hypothetical firm. For purposes of 
analysing managerial performance, the 
output n( a DEA programme provides a key 


aid. The relative efficiency measure gives 
an indication of how well each firm is 
performing relative to its potential. Since the 
best firms have to score I. on a scale of 0 
to I, the difference in scores gives 
management policy-makers an idea of the 
scope of improvement possible 

Within the DEA model two behavioural 
approaches can he factored in A first 
assumption is that each firm conserves inputs: 
(ben. the algorithm evaluates minimal use 
of various inputs, with outputs generated 
kept constant. This ttt the input-conserving 
orientation. A second assumption is that 
each firm augments outputs; given a finite 
stock of inputs available, the firm seeks to 
maximise (gutputs that can he generated with 
these. The DEA procedure takes each 
observation's idtosyncractes into account in 
the computation o( its relative efficiency 
score. The weights that arc used for each 
observation are implicit internal valuation 
schemes which arc empirically determined 
by the algorithm, and vanes from observation 
to observation. This is based on a deter¬ 
mination of which ol the inputs a particular 
observation is particularly adept at in utilis¬ 
ing. or which of the outputs it is particularly 
adept at in generating, based on data. By 
assigning high weights to those inputs and 
output variables which an observation seems 
to be more adept at in utilising, or in 
generating, and low weights to others, the 
algorithm attempts to maximise the observed 
performance of each obser v ation in light of 
its particular revealed capabilities. 

To compute efficiencies and slack in 
resource usage, the BCC algorithm is used. 
One key output - value ol gross output, ts 
used. A better measure of output inefficiency 
studies is net value added. However, the 
objective of this empirical exercise is to 
specifically evaluate excesses in input 
utilisation and shortlalls in output gencra- 
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tion, rather than measures of relative 
efficiency. There are a heterogeneous group 
of firms in the sample, among which the 
creation of output can be affected by several 
considerations. However, to generate output 
necessitates acquisition of firm-level 
capabilities which are encapsulated in 
physical capital, working capital and human 
capital. Therefore, three inputs are used: 
total fixed assets, workingcapital and number, 
of employees. Firms which have a trading 
orientation are li kely to have relatively greater 
workingcapital and manpower components, 
compared to manufacturing firms which have 
a high fixed capital component. These inputs 
can be combined in idiosyncratically different 
ways to create output. DEA measures how 
these inputcombinations are used by different 
state-owned units. 

Efficiency Growth Rates 

To calculate efficiency growth rates, an 
exponential efficiency-time relation is 
initially specified, as follows:' 

, El = x (l+r)t pt (I) 

which can be linearised as follows: 

Ln Et * a + bt + ut (2) 

where Et = an efficiency ratio generated by 
the DEA programme for each sector and 
time-period 

t = time in discrete years (t = 1.16) 

a = In x = a constant 

r = annual compound growth rate 

b * In (1+r) 

ut = In pt - 1ND (O.rr 2 ) 

The exponential form is chosen for the 
following reason. If progress is assumed to 
be dynamic, then efficiency in a given year 
is more likely to be at least a constant 
percentage of efficiency in the previous year 
and not a constantly diminishing percentage 
of it. The coefficient on time, b, is the 
continuous rate of growth, but given the 
range of values it closely approximates the 
annual compound growth rate, and the 
estimates of b are taken as the growth rates. 
A basic problem which arises in the fitting 
of equation (2) to the full time-series data 
is that the growth rate in a given period can 
differ from the growth rates of efficiency in 
the various sub-periods. The estimated 
growth rates in efficiency in each period can 
be higher or lower than that of the entire 
period, depending on the nature -of policy 
regimes in place. Thus, sub-period growth 
rates in efficiency are esti mated for the years: 
1973-80 and 1981-88 separately. 

The variations in growth rates shown by 
estimates of equation (I) raises an issue as 
to whether these rates are constant. Efficiency 
growth rates can accelerate or decelerate. To 
incorporate such possibilities and evaluate 
the rate of change in efficiency for the full 
period as well as for the two sub-periods, 

• log-quadratic equation is estimated, as 
follows: 


lnEtaa + bt + ct2 + ut (3) 

A significantly positive value of c indicates 
an acceleration in the growth rate of 
efficiency; a significantly negative value 
indicates deceleration. 

The inclusion of time squares on the right- 
hand side in (3) introduces a multi- 
collinearity problem. This is solved by 
normalising time in mean deviation form. 
That is, it is set to zero on the mid-point of 
the time series. This procedure is followed 
for the full series as well as for each of the 
two sub-periods. This normalisation makes 
time and its square orthogonal. The 
normalisation of time only affects b. The 
estimate of c and its standard error are 
invariant with respect to the normalisation. 
In the log-quadratic estimation, the value of 
b is the same as in the log-linear model. The 
standard error of b is the measure of instability 
of the growth rate of efficiency. If it is 
assumed that the log-quadratic form is a 
better estimator of the true trends in the 
growth rate of efficiency, the instability 
measure of b is also improved, since 
systematic specification errors are cleansed 
from the data. 

V 

Results 

COMPARATIVF EFFICIENCY PATTERNS 

The BCC DEA algorithm, which makes 
no assumptions as to the returns to scale 
characteristics of the different observations, 
is used tocalculate relative efficiency scores. 
The detailed scores for each ownership 
category by each year are given in Tabic 2. 
The descriptive statistics of tlie scores are 
given in Table 3, and form the basis of the 
subsequent discussion. • 

The sectors of Indian industry owned by 
the central government and the governments 
of the various Indian states have average 
efficiency scores of 0.658 and 0.638, on a 
scale of 0 to I, respectively, for the period 
between 1973-74and 1988-89. Comparatively, 
the sector of Indian industry owned jointly 
by a combination of government and private 
owners has a score of 0.912. The privately- 
owned segment of Indian industry has a 
score of 0.975 for the same period. It is 
reiterated that these are comparative scores 
only. If data for later years arc used, the 
resultant average scores may very well 
change. If a sector, say the joint enterprise 
sector, is dropped from the computations, 
again the relative scores may very well chartjte. 

Prima facie, the results reveal that 
government-owned firms are less efficient 
than firms in the joint or the private sector. 
The data also reveid that inthe Indian context 
joint sector firms are more efficient than 
government-owned firms, but less efficient 
than those in the private sector, while the 
private sector is comparatively the most 
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efficient sector of Indian Industry. The 
variation in the patterns of DEA-derived 
scores are also of interest. The central and 
state government sectors have considerably 
' higher variation in their efficiency scores as 
compared to the joint and private sectors. 
The standard deviation (coefficient of 
vari at ion) of the scored are 0.171 (0.260) and 
0.176 (0.275) respectively, compared to 
standard deviations (and coefficients of 
variations)of0.086(0.094)and0.039(0.045) 
for the joint and private sectors. 

Data on the maximum. 73th percentile, 
median. 25th percentile and minimum scores 
are given, and the range and the inter-quartile 
deviations for the four sectors reveal the 
existence of considerable variation in the 
scores for the central and state govemments- 
owned portions of Indian industry. While 
the joint sector scores do not vary as much 
as those for the government sectors, they do 
vary more than the scores for the private 
sectors. The data shows that the range and 
inter-quaitile deviation of the score for the 
joint sector, at 0.269 and 0. i 20 respectively, 
arc higher than those of the private sector 
which are 0.134 and 0.044. 

The greater variation noted in the scores 
for the government-owned sectors has a key 
implication. While the average efficiency of 
the government-owned sector is lower than 
that of the joint or private sectors, the scores 
have fluctuated considerably, suggesting that 
performance of slate-owned enterprises has 
been relatively volatile. A glance at Table 3 
reveals that the efficiency scores for the 
central government-owned sector was around 
the 0.5 mark during much of the 70s and 
early 80s. hut rose considerably after 1985-86. 
It is feasible that after the installation of 
Rajiv Gandhi's government in laic 1984 the 
liberalisation that was undertaken had some 
impact, and this shows up in the higher 
scores for the last four years in the present 
data-set. Comparati vel y. the portion of I ndian 
industry owned by the state governments, 
prima facie, shows no discernible pattern in 
its efficiency scores for the 16 years studied. 

Table 4 presents the results of a statistical 
test carried out lo evaluate whether the 
average efficiency score for each ownership 
category differ significantly from each other. 
The non-parametric procedure carried out is 
the one suggested by Wilcoxon (1945). 

As shown in Table 4. statistically there is 
no difference between the efficiency of 
central government-owned sector and that 
part of Indian industry owned by the various 
state governments, and the Wilcoxon z 
statistic comparing differences in average 
scores is almost negligible (with a p value 
almost unity at 0.96). The central govern¬ 
ment-owned sector is statistically highly 
inefficient than both the joint sector and the 
private sector (with the associated p values 
being 0.00). Similarly, the sector owned by 
the state governments is also statistically 




leu efficient than either the joint or the 
privrte sector* (again p values ane 0.000). 
Finally, the joint sector is also significantly 
kssefficient than theprivate sector. However, 
while the efficiency difference is statistically 
significant, the significance is not as strong 
(the p value is 0.02) as it wu with respect 
to efficiency differences between the central 
or state-govemment-owned sectors and the 
joint or private sectors. 

It has been remariced that in the post-1980 
period industrial reforms started taking place 
in India. Differences in scores for each 
ownership category are separately tested for 
the years 1973 to 1980 and 1981 to 1988 
respectively to identify if the pattern of 
differences noted for the overall period stay 
the same in two sub-periods, one of which 
is pre-reforms and the other post-reforms. 
The results are given in Table 5 and 6. 

The test results establish that for both 
periods, 1973 to 1980 and 1981 to 1988,thc 
private sector is more efficient than any 
other sector. The joint sector is more efficient 
than the government-owned sectors, while 
being less efficient than the private sector. 
The government-owned sectors arc made up 
of the central government-owned and slate 
government-owned enterprises, and between 
themselves there are no performance 
differences in either of the two sub-penods. 

Efwibncy Growth Rates 

The results point out that the private sector 
is more efficient in the Indian context, for 
the period studied as a whole as well for two 
sub-periods. Growth rates estimation help 
establish whether there is timewise increase 
in sectoral efficiency patterns. Estimates are 
in Table 7. In the period 1973 to 1988, 
central government enterprises' efficiency 
has grown at the rate of 2 per cent and the 
efficiency of those owned by state- 
governments at 3.45 per cent per annum, 
respectively. Both trends arc significant, 
however, an accelerative pattern is noted for 
the central government-owned sector Joint 
sector efficiency has not risen or fallen 
significantly, while that of the private sector 
has grown at a rate of 0.47 per cent per annum, 
a trend which is significant. A review of the 
results for the two separate time-periods 
reveals interesting dynamics at work. For 
the period 1973 to 1980, efficiency declined 
at the me of 9.1 per cent per annum, 1.67 
per cent per annum and 4.27 per cent per 
annum for the central government-owned, 
state govern men ts-owned and joint-sector 
enterprises, the trends being significant for 
the central government-owned and the joint 
sectors. Private sector efficiency rose at the 
rate of 1.33 per cent per annum. Between 
19*1 and 1988,central and state-governmeot- 
owned enterprises* efficiency rose at the rate 
of 10.78 and 3.78 per cent per annum 
respectively, whilethe joint sector and private 


sector efficiency rote at 0-72 and 0.20 per 
cent per annum respectively. 

There are several reasons for the rising 
trends in the efficiency of the central 
government-owned sector. From the early 
1980s, several industrial-sector reforms were 
commenced, and the public sector was made 
the target of policy-makers' attention. In the 
mid-1980s, a committee headed by Arjun 
Sengupta, now member-secretary of the 
Planning Commission and then economic 
adviser in the prime minister's office, 
recommended several far-reaching changes 
in public sector management and control 
practices. These were being implemented, 
albeit slowly, over the latter part c£the 1980s 
and the improvements in efficieffy bear out 
that they have had some impact in making 
the public sector more efficient than it had 
been, relative to its own base. 

VI 

Discussion of Results 

The state-owned and the joint sectors 
account for two-thirds of contemporary 
capital investment in India, but arc signi¬ 
ficantly inefficient compared to the private 
sector, if there has been a retrogression in 
India's industrial capabilities up to the 1980s. 
as authors (Ahluwalia l991;Bhagwati 1993) 
have suggested, then the analyses carried out 
suggest that the government-owned sector 
must bear a great deal of the blame. The joint 
sector, however, is significantly efficient 
compared to the state-owned sector, and in 
India is an important player in the industrial 
arena. The joint sector consists principally 
of petroleum firms. Their performance helps 
to redress the situation towards ensuring the 
efficient use of public resources. 

The results obtained have several 
implications from the point of view of theory 
Recolleclthatthc DEA score calculated using 
the BCC algorithm is a precise measure of 
efficiency for each observation. In 
comparison with the private sector, which 
is almost fully-efficient in a relative sense, 
because the average score is 0.975 on a scale 
of 0 to I, govern merit-owned firms arc just 
about two-thirds as efficient, and these 
efficiency differences are strongly 
significant. Ownership does strongly matter 
in influencing industrial performance in the 
Indian context. 

Efficient resource utilisation helps generate 
surpluses, which can be reinvested towards 
the creation of further resources. Hence, 
improvements in efficiency have an impact 
on the future productive capabilities of 
nations by providing higher levels of re¬ 
in vest ibie surplus. For example. Jones (1991) 
indicates that a 5 per cent increase in the 
efficiency of state-owned enterprises, without 
any changes in prices or investment, would 
result in freeing resources of about 5 per cent 
of GDP in Egypt, or reduce 50 per cent of 


direct taxes in Pakistan, or fund a ISO pet 
cent increase in government expenditures on 
education, health, culture and science in 
China. The release of a similar quantity of 
resources can transform Indian industrial 
performance. 

There are some possible explanations as 
to why state-owned entities show lower 
efficiency. They have been prey to 
inappropriate location and technology choice 
decisions, irrational product mixes, and 
imposed marketing arrangements. These 
decisions have been made for political 
considerations, and have not been based on 
economic criteria (Bardhan 1984; Bhagwati 
1993]. As a result, few choices and incentives 
are gi ven to managers to maximise economic 
residue, and neither are they accountable for 
attaining efficiency because ambiguous and 
non-economic objectives have driven 
decision-making. For example, m the Indian 
context these socio-economic objectives 
include the promotion of income and wealth 
redistribution, creation of employment, 
promotion of regions, promotion of import 
substitution, and being "model employers*' 
[Marathc 1989]. Also, in the Indian context 
stale-owned enterprises have been used to 
implement government policy with regard 
to stabi lising commodity trade, or in making 
transfer payments to various specific sections 
of the community (Jalan 1991]. 

However, other key reasons as to why 
government-owned enterprises are likely to 
be less efficient relate to the type of 
monitoring managers in these enterprises 
are subject to. In the Indian context, 
government-owned enterprises are subject 
to the detailed oversight of the parent 
departments, as well as legislative over sight 
by committees on public undertakings of the 
central and states' legislatures. Therefore, 
the issue of ownership dtffuseness is not a 
problem. Yet. enforcement of legislative 
committee findings does hot take place 
[Chaudhuri 1994; Marathe 1989), and the 
disciplining hand of the capital market is 
also absent. Consequently, attaining 
efficiency is not a primary managerial 
motivation in the government-owned sector. 

Second, the identity of owners is a factor 
'arising from which government-owned 
enterprise managers tend to become agents 
without principals. Controlling-department 
bureaucrats, then, become dr facia owners 
of such government enterprises. However, 
a major phenomenon to emerge in India is 
that of state-legitimised rent-seeking which 
has an extremely enervating effect on 
efficiency [Bardhan 1984]. For example, 
often the creation of government-owned 
enterprises has been driven not by ideological 
or pragmatic reasons, but to create extra- 
pecuniary opportunities for senior civil 
servants or politicians {Chaudhuri 1994] 

For example. Marathe (1989:184) quotes 
B K Nehru, a former ambassador of India 
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to the US. who has also held several key 
appointments in economic spheres. “It is 
simply that it has become common practice 
for public sector enterprises, particularly 
in the states, in he made into mechanisms 
to provide powerful politicians, whocannot 
he accommodated as ministers, with 
salaries, perquisites, patronage and oppor¬ 
tunities to make money through corruption.” 
Bardhan < 1984:69-70) also writes “Senior 
appointments in the public sector arc 
somet imes made more on the basts of political 
patronage than of merit (leading often to low 
morale in the ranks of the technocracy in 
the enterprises). Headships of public sector 
units, particularly under the state govern¬ 
ments. arc indiscriminately used as political 
sinecures. Efficient fhanagers who fail to 
satisfy the minister's political clients arc 
■then arbitrarily transferred”. The impact of 
such a phenomenon is to create a cadre of 
managers in the public sector who arc agents 
without principles! 

Some authors | Vickers and Yarrow 1988| 
have argued that, given differences in owner¬ 
ship structures, the nature of competitive 
conditions faced is a key factor in 
eliminating efficiency differences between 
enterprises. The data, however, do csiahl ish 
that given similar competitive playing 
fields, institutional influences felt hy the 
owners docs matter in impacting perfor¬ 
mance in India. Such evidence is contrary 
to what has been established in the west 
|Cavcs and Christiansen 1980; Borchcrding, 
Pommerchne and Schneider I982|. The fact 
that the public sector, in much pan, consists 
of a number of pnvatc sector enterprises 
which ought to have been eliminated from 
the industrial landscape of India hy selection 
. pressures from the environment, is an 
indication of the policy malaises which leads 
the public sector to he appallingly inefficient.. 

However, public sector management 
reforms, which were started in the 1980s and 
continue to this day. have also had a major 
impact, as shown hy the significantly 
increasing trend in efficiency of the 
government-owned sector tn the 1981 to 
1988 period. Therefore, in the Indian case 
it is not only necessary to continue with the 
major liberalisation to encourage industrial 
growth, but also to undertake speedy re¬ 
structuring oi public sector management and 
control practices so as to continue the 
realisation of efficiency gains. 

A key limitation of this study has to he 
discussed. It is with respect to the data used. 
While it can be concluded in the aggregate 
that government-owned firms consume a 
greater quantity of inputs, relative to private 
firms, in generating value added, finer 
analysis has not been possible. Within the 
data for each sector, say the central 
government-owned sector or the private 
V sector, arc contained information on firms 
belonging to several different type* of 
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industries. Data of, finer granularity may 
reveal (he specific industries In Which state- 
owned firms excel at, or are particularly 
inefficient in. However, while key micro- 
level information may be available for one 
sector, such information is not generally 
available for other sectors. Therefore, 
comparative efficiency assessment has been 
feasible at an aggregate level of analysis. 

VII 

Conclusion 

In this pa per efficiency diffcrenccsbctwccn 
government-owned, joint sector and private 
sector enterprises in India were evaluated. 
Using data for the entire Indian industrial 
sector, enterprises owned by the central 
government and the governments of various 
states arc found to be systematically less 
efficient than either joint or pnvatc sector 
enterprises, while joint sector enterprises arc 
less efficient than those in the private sector. 
The analyses show that assumptions of 
theory, positing higher performance for the 
private sector, cannot he disproved in the 
Indian context, and contradict all extant 
evidence |Bhaya 1990; Jha and Sahni 1992: 
Raniaswamy and Rcnfnrlh 19941. which have 
found no sectoral performance differences. 
Government-owned enterprises are key 
players in the industrial arena and the results 
obtained provide indication that they may. 
in major part, he responsible for India's 
lack-lustre industrial performance. 
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Refocusing India’s Competitive Advantage 
in a Borderless World 

Challenges to Corporate Sector 

SLRm 

In the new bttrderless world we are moving towards, we must aim to raise the competitive advantage of all sectors 
in the nation. This requires a different set of government policies, but industry ami individual companies have ulstt a great 
deal to do to improve their own competitive advantage, ranging from actions to raise productivity, brand building, emphasis 
on R atui D as well as changes in attitude to the centrality of the customer a/ul fin using on numufacluring as a discipline. 


WE must define (he terms that we are using 
in these discussions. By India being in a 
borderless world', is presumably meant that 
the import tariffs arc at or arc near (he levels 
in other countries; that both imports and 
exports are relatively easy and not subject 
to constraints; (hat there is easy How of 
money across borders; that direct and 
institutional investments also llow easily 
into and from the country; and that India is 
a player in the inter-linked economy (ILE)' 
with a great deal ot intra-firm tiadc. In this 
sense, india is still tar Irom being borderless 
with (he world. But we are today much 
closer to it than we were before, and over 
the next lew years we will get even closer 
since we arc committed to bring down our 
import tariffs so that the maximum r.uc docs 
not exceed 30 per ccm (vs 65 per cent). and 
to move to full capital account convertibility 
in a few years. Our present maximum uni ts 
arediighcr than in almost any (Hirer country 
in the world; there is a trickle in relation 10 
other countries, of foreign direct and 
iastitutional investments, though tar more 
than it was until three years ago. overseas 
companies are beginning to buy whole or 
divisions of companies in India. Indian 
companies arc looking at investments 
overseas and accessing overseas capital 
markets; there is a partial capital account 
convertibility since institutional investors 
can bring in and take out i heir money wit hout 
any difficulty. Wc are no longer insulated 
from the world. For example. Idr the first 
time, a few weeks ago. Indian slock market 
prices fell with those nl other markets in the 
world in response to a rise in 1<S interest 
rates. 

CoMfAHAnVF. Auvaviau 

The other concept is that of competitive 
advantage which cun he 1 raced to the writings 
of Michael E Porter. This •' a refinement 
of the concept of comparative advantage. 
Economists have fix a long time used the 
concept of comparative advantage to argue 
tor more international trade. The idea of 
comparative advantage is that different 
countries have different endowments of the 


pr i nc i pal I ac tors o f pi oducl ion. nan icl >. I and. 
labour, natural resources and capital: and 
that these different endowments give them 
different levels of advantages in the supply 
ol products and services International trade 
allows a nation to raise its productivity. It 
docs so by eliminating die need for producing 
some goods and services and by concentrating 
(Hit liose in which it has superior endowments 
Porter argues that this formulation docs not 
lake account of consumer preferences. 
Consumer preleienees can he influenced so 
that companies aieahie to develop segments 
ol market s and brand idenlii ies. Such market 
segmentation and brand development can 
give the loitip.inv thai succeeds, superior 
advantages compared to (Mlicr manufacturers 
Further, governments themselves can 
improve factor advantages through various 
schemes ol subsidies, incentives, special 
depreciation allowances, cheap export 
finances, cheap land, low interest costs, 
undervalued foreign exchange rales, etc. 

In past years. Japan and Korea have 
successfully used both routes to improve 
Iheircoinparaiivc advantages India tried ihc 
government route and in tin.* process so over- 
regulated industry and trade that the results 
were quite contrary. With the new GATT 
Agreement and WTO, governments will find 
it much more difficult to artificially improve 
factor advantages. 

DlSIlWIIOVS (H ClIVII'AKAIIVI AllVANTAU 

In India, the concept ol comparative 
advantage was distorted by a number of 
government policies Conecptsof monopoly 
or large himses. seU-sulficicney and import 
substitution earned to the extreme, led to 
venous distortions in the economy. Other 
policies like Rupee Trade led to India 
exporting to earn liard currency, paying hard 
currency for imports and tlicn re-exporting 
to Rupee Trade countnes to earn Rupees 
Export subsidies of various kinds made it 
difficult to sec that India was the net loser 
in these transactions. Export subsidies which 
were to stimulate exports did so at the cost 
of domestic consumers. Import substitution 
policies and the cro/c for scl f-sufficiency led 


to uneconomic production which needet 
high import tariffs and to our producin' 
inefficiently, in low capacity plants and at 
high cost. Low prices lor some agriculture 
products compared to international prices, 
subsidies on inputs to agriculture, etc. 
nnsc tunnelled resources mi that we began 
to produce low productivity crops at high 
costs, instead of concentrating on those on 
which wc could get heller productivity. 

CoMivuiivk Aijvavta<» 

Porter has argued that international trade 
must expand, based not merely on cheap 
wages and weak currencies hut because of 
produciivuy advantages in all areas. Hence, 
to understand "con petitivencss at the 
national level ... wcinust understandinstead 
the determinants ol product! vity and die rate 
of productivity growth" |Porter 1990). 
"Developing nations are frequently trappot 
in industries ... in which labour costs, and 
industrial resources arc important to 
competitive advantages. Exports then 
. compete on factor costs and prices" | Porter 
1990). Competiti ve success depends on the 
compel Hive advantages w inch can he brought 
about by producing at lower cost* and by 
marketing differentiated products (hat can 
comnund premium prices. 

There iscnough research evidence to show 
that India's productivity levels have logger 
behind most other countries in agrictdtme 
infrastructure, industry and in many service 
industries 

Drvuonsa.CoMivnrtvi Aiivantmh-x 

Competitive advantage of all players it 
the economy, in every sector, erun he 
improved by improvements in the pbysvea 
and social infrastructure, power 
telecommunications, transport (railways 
ports and roads), housing, ftnanci* 
services All these arc inadequate mquMUt 
and deficient in quality in India in vary hi 
degrees The quality of human namuret) 
is not optimised because ol poor fom 
delivery to the poor, inefficient health aw 
educational services, a practically now 
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existent social security system, poor 
nutritional standards of a large number, 
and inadequate training facilities in tbe 
various skills required to service a fast 
growing economy. However, even if these 
do not improve quickly, (here are many 
tilings that can be done at the levels of the 
industry and the company which can 
improve competitive advantage. 

To develop competitive advantages in 
industry we must have economies of scale 
and therefore go for larger capacities in 
manufacturing. Or we must master the 
technologies that enable low cost, 
decentralised production, with centralised 
marketing. In any case we have to produce 
efficiently, with high quality, and 
standardised products and services. 
Detailed industrial licensing, import 
controls, and government induced 
adversarial relations between small and 
large industries prevented Indian industry 
from following this route. 

If we are to be competitive we need at 
every level in the economy, to (a) develop 
new technologies which are not identical 
to those used by others; (b) develop 
differentiated products; and (c) Improve 
infrastructure resources so that there are no 
constraints on the developing of industries. 

In each of these India has lagged behind 
'n almost every sector of the economy. 

Some Pre-Conditions 

What are the implications for action, of 
trying to develop competitive advantages 
for Indian business? Some essential pre¬ 
conditions are discussed below. 

,'ision: Each business must develop a 
strategic vision for the future, bused on its 
inherent strengths. In the past many 
justnesses may have been established on the 
»sis of available industrial licences, or 
because there was a shortage. In a more open 
economy and with competition,'a business 
must have a well-developed and articulated 
ncture of what it is about and where it wants 
o he in the future “in creating sustaining 
values for the customer far better than those 
of competitors" |Ohmac]. 

Productivity: Each enterprise must make 
choices based on the ways in which it can 
improve its productivity. Some actions for 
this purpose, arc: 

(1) It must aim to concentrate on its core 
competences. This will mean divestments of 
unrelated businesses, and acquisitions and 
new investments to strengthen the core 
businesses; 

(2) prepare for competition in a borderless 
world las of now, India is not in that situation). 
Iven vertical integration of companies might 
ecotne a competitive disadvantage in future 
teas. For example, Henry Ford-1 had 
vwufcally integrated his automobile factory 
tackwards to the point wiicrc he owned iron 

it 


and coal mines at the turn of the century. 
The Ford Motor Company of today has 
found it much more competitive not to be 
in all these Fields but to concentrate-on the 
production of automobiles; 

(3) begin to look al productivity 
improvements in relation to others not 
merely within India but outside India. Porter 
has said that it might be a good idea if 
Indian companies work on the basis of Rs 
20 to the $ I and not the present Rs 31 
or so. and on the basis that there are nil 
import tariffs so that the company can 
target to lower production costs and be 
really competitive under almost any 
conditions; 

(4) begin to add value to resource's in 
terms of people, technologies, capital, 
machinery, etc. This means investments in 
career development through training and job 
enrichment, participation at ail levels.quality 
circles, cost improvement groups, sugges¬ 
tion schemes, etc. It means focusing on 
R and D, inventory control, materials usage, 
maintenance planning, etc, The business as 
a whole must look at every stage to do belter 
with less and this must be a never ending 
exercise; 

(3) introduce new practices al work in all 
spheres of business so that people have more 
responsibility for their work. 

R and D: Indian companies have paid 
pract icany no attention to research, and rarely 
to development. They must begin to put in 
money into process and product development 
in order to upgrade both. R and D budgets 
must rise: use of co-operative and contract 
research must develop if in-house R and D 
istooexpensiveordifficuH.Thc I994budget 
gives special tax incentives for private 
research contracted to public laboratories 
but has been little used. 

In both 1989-90 and 1991-92 India spent 
less than I per cent of its GNP on R and D. 
This is lower than many countries, but given 
the low costs of scientific personnel in 
India, it still meant a large expenditure of 
Rs 5.141 crore in 1992-93. If we compare 
the per capita R and D expenditures in some 
countries in relation to India, they were 

In More than 

in India by 

USA X 210 times 

Japan X 140 times 

S Korea X 19 times 

However, the expenditure on R and D in 
India in 1992-93 was mainly by 

Centra] government 65 per cent 

State governments 9 per cent 

Private sector 15 per cent 

Of the total expenditure, over 57 per cent 
went into space, nuclear energy and defence. 
The rest can be said to have gone into 
products and services for the market though 
it includes research expenditure on 




environment of 8 per cent addon agriculture 
of 12 per cent. 

The expenditures had little relation to 
the potential user of the R and D. There 
was little interaction between government 
laboratories, users and universities. Hence 
there* has been little dissemination or 
conversion of R and D into new processes 
and products. Some attempt is being made 
to correct the institutional frameworks of 
government research laboratories and 
systems for recognition and rewards. 
Private sector R and D in many cases was 
really a name for the quality control 
function. 

The fault is not that of the manpower. 
Very many high quality Indian scientists 
are doing extraordinary work in other 
countries, in many diverse fields. There are 
flaws in the way our R and D institutions 
are organised, good work recognised, 
freedom given to scientists to explore, nnd 
lack of intimate relationships with the user 
who must pay in advance for future results. 
These Raws have to be corrected. 

Apart from limited R and D leading to 
little local process and product 
development, there is in India a preference 
for foreign R and D - and for technologies, 
products and processes, developed 
overseas. This is perhaps largely due to a 
lack of a successful record of work and is 
another argument for close interface 
between R and D and users. R and D must 
have an ultimate result. 

Joint Ventures: Foreign investors in India 
were till 1991 alloweda maximum holding 
of 40 per cent in any venture. Many 
therefore went for Indian partners. The 
partners in these Indian joint ventures got 
to control the venture and the venture was 
the vehicle for foreign technology imports. 
The foreign partner allowed only limited 
access to his R and D work because he saw 
little reward and was afraid of losing his 
proprietary technology. However, the 
Indian partners who had the industrial 
licence did not in most cases do much to 
advance on the technology because they 
saw the licence as being enough to control 
the market in which there was little fear 
of new entrants. 

As with cornering licences, companies 
cornered JVs for their technology colla¬ 
borations. Unrelated diversifications with 
sub-critical capacities and technologies 
became the norm for many Indian 
industries. 

f Another fail-out of these joint ventures 
was that there are only a few major Indian 
brands in the organised sector. But there 
are many hyphenated brands - Merritt- 
Singer, Kinetic-Honda. Maruti-Suzuki, 
Shriram-Honda, Birla-Yamaha, Lehar- 
Pepsi, HCL-HP, etc. The JVs enabled 
MNCs to participate and understand Indian 
markets at low cost. It was a waiting game. 
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When the market opened up wdthey could 
take control, they had some knowledge 
about how to operate In India. It is not 
surprising, now that India is opening out, 
that MNCs are consolidating and asking 
for control or to take-over other enterprises 
and consolidate their positions. 

The question is whether Indian companies 
should be afraid - or should they like the 
SSSs develop a spirit of enterprise among 
owners and managers of MSEs and LSEs? 
The answer is that all hope is not yet lost, 
but these organised sector industries which 
for years dominated Indian industries must 
change. Some ways in which they must 
change are described below: 

Focus on Manufacturing'. In Indian enter¬ 
prises, finance and sales were for a long 
time given special rewards - not 
manufacturing. This must change. 

(1) Some instances of the neglect of 
manufacturing in Indian companies can be 
seen in (i) MBA programmes, which 
emphasise marketing and finance, (ii) 
Production teaching is largely about 
operations research - not about manu¬ 
facturing strategy, cost improvement, factor 
enrichment,etc. (iii) Many companies were 
set up with low capacities, based on poor 
technology, because of the licensing system. 
The limited capacity led to high costs. 
There was little development work, nor 
any attempt to upgrade products or quality. 
Some examples: (a) Our old fertiliser 
plants, (b) DMT/caprolactum units, and (c) 
alcohol-based chemicals. 

(2) The manufacturing company with 
good practices will develop much more 
intimacy with suppliers, and treat them as 
part of the company. The company' s experts 
help their suppliers to improve 

(3) Indian industry and consumers take 
cost plus pricing as correct, and continuous 
cost improvement to absorb increases is 
not our normal attitude. 

(4) Companies must re-examine factory 
locations dictated in earlier years by 
licensing but which may be unsuitable for 
many reasons. 

Focus Products on Cusiomcr/Markei 
Segments: (I) Companies must locus 
products to homogeneous custmner/markei 
segments to give maximum satisfaction to 
customer segments. This will help to 
optimise prices anJ earnings while building 
customer franchise. 

(2) The Indian consumer associates 
advertising and hence branded products, 
with quality. Survey data (NCAER-1994) 
shows that at the low levels of income of 
the majority, the consumer i s wt 11 1 ng to pay 
a little extra to ensure that he gets quality 
and value for money, but that he cannot 
afford the high prices of frill packed 
products which MNCs have developed as 
part of their global marketing. This is the 
challenge before Indian companies. They 


have to build production facilities to cater 
to these rtas* markets and to design products 
that these markets can afford. These 
products must build their brand identities 
and companies must find creative ways to 
do so. 

(3) The customer is the one who pays 
the bill; not the bureaucrat who controls 
as in the public sector, or till 1991 gave 
industrial and import licences as in the private 
sector. 

(4) If the customer is the focus - quality 
will be supreme. In India the customer has 
had no choice, voice or exit. 

(5) But companies must aim to at least 
satisfy customer needs. They must, therefore, 
know what the customer wants. 

(6) The truly excellent company aims to 
delight the customer and give the customer 
more than he expects. We have examples 
of the last two in India but not enough. To 
be compel i ii ve. companies must consciously 
build the attitude of delighting the customer. 
Develop Braids: Indian companies need to 
develop strong domestic brands and to target 
for a large domestic market base. Brand 
building does not necessarily always require 
large investments of money but 
understanding of the prospective user and 
his needs. Many brands that have been 
developed in India have shown this 
understanding, c g. Nirma. Rasna, Vicco, 
Promise,Thcrmax, Bajaj; but they belonged 
to the small or medium category of enterprise, 
not the large organised sector. 

Quality. The truly competitive company 
knows that quality does not consist in merely 
getting ISO certificates from Bureau Veritas 
Quality International. It has to develop the 
ingrained culture that goes with consistent 
quality standards. Quality improvements are 
seen by many Indian companies as an 
additional cost and grafted on to the 
production system. But if quality is a core 
company value .1 has to be built in to the 
systems. There is evidence that a total 
company orientation to quality can in fact 
reduce cost. 

Indian Public Sector. The Indian public 
sector works under the severe handicap of 
government ownership. This makes it 
vulnerable to many pressures due to ideology, 
politics, bureaucratic changes, and lack of 
commitment and accountability among 
government representatives. Labour in the 
public sector has much greater authority 
over management decision* and this is a 
bottleneck to improving productivity. 
Business decisions in compctit ve situations, 
cannot be taken in the open and be subject 
to public scrutiny. But the public sector has 
to be more open than the private sector in 
(his respect. For all these reasons, improving 
public sector efficiencies with government 
ownership and control is a difficult task. The 
public sector in India if we include power, 
telecommunications, railways, ports, roads 


and posts is crucial to our competitive 
advantage as a nation. If these areas do not 
perform efficiently, the nation loses a lot of 
its advantage. 

Small-Scale Sector. The small-scale sector 
is another area in which productivity 
improvement is difficult. This improvement 
is essential for improved national compe¬ 
titive advantage. 

Indian government policies merely 
encourage the small scale to remain small. 
There is little automation, an inability u> 
keep costs under control, and reliance on 
special preferences from government. The 
small scale accounted for more than 35 per 
cent of the contribution of the entire 
manufacturing sector NDP in 1987-88- 
Small Units are suppliers to the others. 
They are where workers in larger 
enterprises many times get their initial 
training. If this sector remains un¬ 
competitive and in continuing need of 
protection, it will pull the whole national 
competitiveness down. However, the 
organised sector can help the small scale 
to improve by pannering them, as has 
happened in Japan and elsewhere. 
Industrial Clusters: Porter’s analysis of the 
compel in ve advantage of nations shows that 
industries develop in clusters and these 
locational clusters enable substantial 
improvement in productivity, as units learn 
from each other and develop suppliers and 
skills in a synergistic way. It is not as if India 
docs not have such industrial clusters. From 
the top of my mind I can list the following: 


Hosiery. 

Tirupur 

Textiles: 

Bombay, 

Brasswarc: 

Coimbaiure and 

Ahmcdabad 

Moradabad 

Electric motors: 

Coimbatore and 

Readymade garments. 

Rajkat 

Delhi, Bombay 

Shoes: 

and Bangalore 
Kanpur and Agra 

Tannery, leather and 
leather chemicals: 

Madras 

Petrochem and 
plastics: 

BaroJa 

Industrial chemicals. 

Bombay 

Software and 
hardware: 

Bangalore 

Gems and diamonds: 

Surat 

Pnwerlooms: 

Biwandi. Surat and 

There arc many others 

Ichalkaranji 


However, the Indian dusters tend to focus 
around large cities and towns. They do not 
develop in small places. The concentration 
creates major problems due to the clogging 
of transport and communication, and a 
breakdown in urban support system -eg. 
health, sanitation and water suppfjf. 'Ihe 
poor living conditions are not coratfttte 
to nuyor improvements in product! vity. With 
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improved infrastructure these clusters could 
become important driving forces in the 
competitiveness of Indian industry. As a 
nation we must develop more such clusters 
in the country. 

Micro-Level Actions Required 
in Indian Companies 

As we move into a borderless world, our 
corporate dinosaurs will become extinct. 
Many household names of today among 
companies and groups will disappear or 
become less visible. 

In 1990 IBM had US $ 6 billion as net 
profit. Within a year, IBM, Sears. General 
Motors had become dinosaurs, companies 
which were stumbling in an unfamiliar 
environment, and having new competitors 
eating away chunks of their markets. Now 
they are restructuring to survive, and 
successfully so. There is hope for our 
dinosaurs as well but only if they follow 
the mantras we have listed. Who are our 
emerging dinosaurs? 

(1) The unrealated companies that have 
diversified into businesses due to earlier 
cornering of industrial licences and foreign 
collaborations and who so went into many 
different product markets. They have to 
develop sharper focus. In a group of 
diversified companies, each company must 
have sharply focused products and markets 
and must have the freedom to function 
without the baggage of being part of a 
group of other unrelated companies in 
different businesses. 

(2) Family-managed groups that 
continued ‘chromosomatic management’ 
when more competent people were 
available in the market. They will be 
overtaken by other companies run by 
professionals, whether trum the family of 
the owner or not. 

(3) JVs with foreign companies whose 
management control had stayed with local 
companies because of the 40 per cent limit 
on foreign holding The foreign holder will 
sooner or later demand larger equity and 
control over the business, or refuse to 
update the technology. 

(4) Those set up to take advantage of 
market distortions, e g, alcohol-based 
chemicals. 

(3) Companies which have made little 
or no investments in continuing product 
and process design and development will 
be overtaken by those that are doing so. 
In a growing market, lack of growth will 
lead to death. 

( 6 ) Companies that give low status to 
manufacturing; cost plus enterprises; these 
include a large part of the defence in¬ 
dustries, many PSEs, monopoly companies, 
e g, Maruti with no other integrated car as 
competitor will find it difficult when 
Daewoo and Tata come out with similar 


can produced in large volume factories. 

(7) Private sector companies that thrived 
because their only competition was from 
PSEs and were able to stop worrying about 
customers, costs, and technology. 

( 8 ) Companies in sectors whose prices 
were controlled or administered, e g, 
cement, vanaspati, sugar, etc, unless they 
learn new ways of survival, with 
competition and prices that are market- 
driven. 

(9) Monopolistic or oligopolistic situ¬ 
ations, e g, SEBs. 

Executive in a Borderless World 

Peter Drucker’s words are relevant to us 
in India - 

(1) The individual has to take more 
responsibility for himself and have less 
expectation that he will remain in the same 
company throughout his life or enjoy 
guaranteed job security. Therefore the post 
reforms executive in India has to manage 
his own career self-development through 
training and building experiences into 
himself. 

(2) Education is not enough. The manager 
must develop competitiveness. Some 
indications of personal competitiveness 
would be 

- Liking pressure 

- Calm in crisis or confusion 

- Absorbing information by reading 

- Learning to quickly read graphs and 
numbers 

- Alert all the time to any fact or data to 
sec how it affects his work. 

(3) He has to develop empathy so that 
he can fee! people’s problems and concerns 
and deal with them before they become 
articulated and serious. 

(4) Develop self-discipline and self- 
control by practising yoga, meditation, 
regularity in habits, care in diet. 

(3) He has to learn to collect, assimilate 
and find the links in information. Lateral 
thinking is a useful technique to learn, 
where he can make linkages between 
disparate facts. Therefore he must know 
what information he needs, where it is, and 
how to get it. No one else may be able to 
tell him. 

(6) Become understandable; information 
must be transmitted and stored if it is to 
be productive, not hidden. 

(7) Team work; low brows must learn 
to work with high brows; not enough to 
be a specialist but need to be sympathisers 
of diffccent fields of knowledge. 

(8) Become executives not managers 

- Responsibility is for an area. 

- Not necessarily dominion over people. 

(9) Managerial change is required in 
Indian work ethics and mind sets. 

(10) Indian executives must team to 
become more egalitarian-able to do many 


things themselves, have more respect for 
others especially lower in hierarchy, 
because skills and ideas may not always 
rest with those in grey safari suita. They 
must learn to listen to all levels and not 
merely to the top, and to be lesa hierarchical. 

Conclusion 

India is still many years from entering 
the borderless world. Kenichi Ohmae 
described it as “the interlinked economy 
(ILE) of the triad (the US, Europe and 
Japan) joined by aggressive economies such 
as Taiwan, Hong Kong, and Singapore...”. 
For all practical purposes, the ILE has 
made obsolete the traditional instruments 
of central bankers - interest rate and money 
supply. "The traditional way of looking at 
trade statistics, based on a nation's balance 
with another nation have become obsolete, 
because ILE residents have leamt to move 
their production and other functions 
around.” India today is much closer to this 
borderless world than it was in June 1991 
and is moving with speed towards it. 

In this new world that we are in and are 
moving to, we must aim to raise the 
competitive advantage of all sectors in the 
nation. This requires a different set of 
policies for government which emphasises 
removal of distortions in the economy 
especially in the shape of government 
controls and regulations that hide the reality 
of the economic situation. Physical 
infrastructure and the social infrastructure 
for human development must improve 
rapidly. 

However, industry and individual 
companies can do a great deal to improve 
their own competitive advantage. These 
range from actions to improve productivity, 
brand building, emphasis on R and D as 
well as changes in attitude to the centrality 
of the customer and to focus on 
manufacturing as a discipline. At the same 
time, the large role of the public and the 
small-scale sectors requires that they also 
march in step and action to improve their 
competitiveness, is required. The develop¬ 
ment of industrial clusters is another way 
to get synergistic development. If these 
actions are not taken, many Indian groups 
and companies will not survive long into 
the new century. The individual executive 
also has to change if he is to function 
effectively in this new situation. 
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Given that culture is the' new face of 
imperialism - it is not altogether accidental 
that most popular and heavily funded 
academic area in USA is cultural studies - 
it should be pressed as a test case at the 
summit. The fundamental question is whether 
it is possible to interrogate the problem of 
social development and social integration in 
post-colonial societies without contending 
with the current practice of cultural 
imperialism, which aims at obfuscating an 
alternative vision. 

Fossilising indigenous cultures forms a 
part of the* agenda of cultural imperialism. 
For, within culture is embedded immense 
possibilities of challenge and resistance 
against all forms of domination. Many a 
cultural form and practice has crystallised 
in this context and many others have 
metamorphosed to meet this need. The 
evolution of popular culture in medieval 
times and the innovation of existing forms 
during the anti-colonial struggles areeloquent 
examples. This inherent quality of culture is 
now sought (o be emasculated in diverse 
ways. A very effective method is 
appropriation and commodification which 
divorces culture from its creative milieu. 
Devoid of creative potential indigenous 
culture would face certain stagnation and 
eventual demise. The homogenisation and 
hegemonisation could then follow. The 
cultural project of imperialism is thus based 
on an inter-linked dual strategy: Cultural 
appropriation and cultural imposition. 

This agenda has very serious implications 
for social integration which the summit is 
hoping to achieve. Colonialism has already 
spawned an identity crisis, particularly among 
the middle class. The contemporary cultural 
imperialism tends to deepen the crisis, be it 
in relation to daily preoccupations like leisure 
and entertainment or food and dress or in 
respect of linkages with tradition, knowledge 
or art. An urge to overcome this is quite 
natural and to some extent compelling An 
easy and possible solution for many would 
lie in reinforcing the roots which in turn 
tends to lead towards fundamentalism and 
communalism. In the process if religious life 
is divorced from social life, conservatism 
and ‘modernity 1 could happily co-cxist. as 
is evident in the Indian middle class. .Such 
a tendency would not contribute to social 
integration, on the contrary, it would only 
sharpen conflicts and extenuate contradictions 
in society. It would adversely affect the 
interests of the minorities, as they would be 
increasingly excluded from the mainstream. 

The summit's agenda of social develop¬ 
ment, in the absence of an adequate recogni¬ 
tion of the cultural dimension, is incomplete 
and ineffective as far as dcvelopmg countries 
are concerned. The National Report of India 
is no better. It does not go beyond listing 
the achievements of the state and as such is 
• misleading document for any meaningful 
discussion. For any rethinking on social 
development, the implications of cultural 
sutyection lave to be taken into account 
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Unveiling Bhutto 

S ZuHqar Gilani • 

Zoill Bhutto of Pakistan: His Life and Times by S Wolpert; Oxford University Press, New York, 1993. 


ZULFIKAR ALI BHUTTO (January 1928- 
April 1979) was an enigmatic person. He 
came from a very well-established Sindhi 
feudal family but adopted socialism as the 
platformofhis political party. Hecontinually 
appealed to the masses and brought dignity 
to the impoverished but also humiliated and 
trashed anyone who he felt to be crossing 
his path. He was urbane at one time and a 
ruthless Sindhi feudal lord at another. The 
paradoxes of his nature were multiple and 
complicated [Fallaci 1974; Taseer 1979]. 
He continues to evoke passion and interest 
both in the layperson and the scholar. For 
the interested academic, his life, and death, 
could be a rich source of information through 
which to try to understand Pakistani politics 
and society and/or the enigma of his person. 
Consequently he has been rather extensively 
written about. The most recent writings arc 
Syod’s The Discourse and Politics ofZulfikar 
Ali Bhutto (1992) and WolperFs Zulfi Bhutto 
of Pakistan: His Life and Times (1993). 

In this essay the focus will be on Zulfi 
Bhutto of Pakistan. (From now on Zulfi will 
refer to Wolpert's book, and Bhutto to 
Zulfikar Ali Bhutto, the subject of Zulfi). 
Wolpert tries to provide the motivational 
bases for Bhutto's actions and to provide a 
psychological understanding of the man in 
the light of his personality. Thus Zulfi is 
both a psycho-biography and a 
psychologically informed history. Such 
attempts can be welcome additions to our 
understanding. On the other hand they could 
lead to mystification and entrench already 
existing biases. The outcome is a function 
of the manner in which data is analysed 
and the inferences drawn. 

Some Matters of Fact 

We will start with the easier task of 
pinpointing some factual errors. Here 
Wolpert has faltered on a number of basic 
points. For example, he implies that the 
word ‘siasaf is from the Sindhi language. 
The word actually has an Arabic root and 
is also used in Farsi (Persian).' In all 
likelihood it became pan of Urdu through 
Persian. It has been certainly pan of theUrdu 
language and used in all parts of the 
subcontinent. More significant is the meaning 
Wolpen understands the word to. have. 
According to him it is “an ancient term 


derived from the feudal code of honour 
whose most important attributes were 
loyalty and vengeance " (p 7, my italics). 
Unfortunately the source of this meaning is 
not identified. For a Pakistani this meaning 
would be quite alien and unfamiliar; the 
colloquial meanings being politics. The 
connotations that siyasat (politics) has 
attained in the popular mind are quite rich 
and complex. Loyalty and vengeance may 
be part of that meaning complex, but that 
by no means is anywhere near the whole 
story. This may seem like belabouring a 
trivial misunderstanding of a word. But. it 
will become apparent that this 'misunder¬ 
standing' reveals, and foreshadows, the 
general tenor of Wolpert's analyses.' 

Wolpert reports (p 45) the imposition of 
martial law in early 1953 because of rioting 
by the ahrars. In fact the rioters were primarily 
members of the Jama’t-i-lslami. However, 
much later (p 238), he correctly ascribes 
those (riots) to the followers of Maul ana 
Maudoodi. i e, the Jama’t-i-lslami. On 
page 81 he refers to "West Pakistan's tough 
Punjabi chief minister, the nawab of 
Kalambagh" . On that single page 
'Kalambagh' is referred to three times, 
obviously because the nawab ( of the so- 
called Kalambagh) was for many years an 
important figure in Ayub Khan's regime. In 
all likelihood he is talking about the nawab 
of 'Kalabagh', Amir Mohammed Khan, who 
was the governor, not chief minister, of West 
Pakistan. There were no provincial chief 
ministers at that time because there were no 
provinces, with One Unit in place and a 
presidential system of governance. 

Much later (p 203) he places Khan Abdul 
Ghaffar Khan in self-exile in Kabo!. In fact 
Ghaffar Khan was in Jalalabad through most 
of the period of self-exile. Kabul and 
Jalalabad are both Afghan cities, but there 
are important ethnic differences in the two, 
and Ghaffar Khan’s choice of Jalalabad was 
not fortuitous. Wolpert refer* to Yahya 
Bakhtiar as a Frontier barrister (p 231). This 
is inaccurate. Bakhtiarisnodoubtapukhtoon, 
but from Baluchistan. 

There is a somewhat confusing reference 
to the sorry event of Uaqat Bagh Rawalpindi 
on March 23,1973. He says; “Wali Khan’s 
tough frontiersmen and the Pir of Pagaro’s 
turn fighting PPP Punjabi troops trucked in 
from Sialkot and Campbellpur to wage 


‘operation sugar candy' against the pathans 
bussed in from Peshawar" (p 212). It seems 
unlikely that Pagaro's hurs travelled over a 
thousand miles north to participate in a public 
meeting in Rawalpindi. To the present 
author’s knowledge this is the first time that 
hur involvement has been reported in the 
event under discussion. At that time both 
Wali Khan and Pir Pagaro were opposing 
Bhutto but they never joined forces in the 
manner implied by Wolpen. 

Issues of Method 

The application of psychology to history 
is a problematic which has generated a lot 
of debate. While some consider the use of 
psychology in history to be necessary to the 
point of being inevitable [Langer 1958; 
Runyan 1988], others have been critical of 
such marriages because they feel that the 
emphasis on an individual results in elitism, 
reduciionism and so on JRatcliffe 1980; 
Stannard 1980]. It is not feasible to get into 
that debate, the purpose of mentioning it was 
to touch upon some of the possible pitfalls 
in works of this nature. In a nutshell, there 
arc methodological issues which need to be 
kept in mind, otherwise one can easily reach 
misleading conclusions, dramatise, and/or 
tn vialise (Waelder 1971; Erikson 1971; Gay 
1988; Runyan 19881. 

Before venturing into an examination of 
Zulfi, it should be mentioned that historical 
accuracy is not of central interest for our 
purposes, it is (he psychobiography and the 
psychologically informed aspects of the work 
that will be focused upon. We will therefore 
be scrutinising only those parts of the study 
where psychological interpretation has been 
utilised. 

There are two major methodological flaws 
in Zulfi, namely, reductionism and (problems 
of) counlertransference. The latter clearly 
lies entirely in the psychological domain but 
where there is an attempted understanding 
of the psyche of an actor, it becomes very 
relevant [Loewenberg 1988]. 

We will now try to illustrate where and 
how Wolpert's method of analysis resulted 
in drawing debatable conclusions and 
inferences. Beginning at the beginning, 
Wolpert says: 

Zulfikar Ali Bhutto, microcosmic reflection 

of Pakistan, was never a simple personality. 




HU unkjoe chart rma and deep-rtx*ed failings 
that brought him to an early and violent 
death emanated from his ichiioid 
per tonality, the strength* of one part of 
which were matched by weaknesses of the 
other, the depths of its dreadful darkness 
mirroring the brilliant heights of its most 
powerful peaks (p 3, emphasis added). 

It isquile interesting that Wolpert so easily, 
and early on, labels Bhutto schizoid. Even 
more interesting, and novel, is what he 
understands the word to mean. It is not 
relevant to go into technical details of the 
schizoid personality, and anyhow Wolpert 
is a historian not a psychologist. However, 
the dictionary meanings of the word need 
to be kept in mind before labelling. 1 A look 
at the basis of Wolpeil’s diagnosis reveals 
that his statement is based on weak material. 
The matching of strengths and weaknesses 
does not indicate any special psychological 
condition. That sort of a contradiction is 
discernible in almost every human being. 
There is, however, a deeper problem nested 
here. Encapsulated in this brief statement is 
a general ‘explanation’ of Bhutto and his 
successes and failures. And the basic premise 
(the schizoid personality) of the explanation 
is highly questionable. There is a logical 
leap in his presentation of Bhutto as a 
‘microcosmic reflection of Pakistan'. This 
is an important and loaded phrase which 
remains unsubstantiated: it is also a good 
illustration of Wolpen’s proclivity to give 
significant one-liners. 

In trying to establish the developmental 
roots of Bhutto's personality, Wolpert 
focuses on the likely infantile and childhood 
experiences. For example, early on in the 
story he has the following to say about 
Bhutto's relationship with his mother: 

No familial bond in south Asia is closer than 
that which ties a son to his mother, yet 
Zulfi's deep emotional attachment to his 
young, often lonely mother was even 
stronger, it seems, than the norm among 
families as large as the Bhuttos. ...Zulfi's 
mother, moreover, knew that her son was 
destined for greatness! .. .She adored, clung 
to. and hopelessly spoiled him as only a 
desperately lonely, virtually outcast 
insecure young mother can spoil a darling 
son (pp 19-20. emphasis added). 

There is quite a bit of conjecture in this 
segment, which seems to be a function of 
basing reconstruction on insufficient 
evidence. It is fairly safe to assume that the 
child Bhutto, like any other male child in 
the subcontinent, had deep emotional 
attachment with his mother [Kakar 1978). 
That in itself is not very revealing. It is the 
precise nature of the attachment which can 
provide insight into the likely developmental 
consequences for the child. Unfortunately 
no material is provided to describe the 
relationship as it actually existed. Instead 
there are conjectural statements about the 


mother'! loneliness, her fore-knowledge of 
the son's destiny, and her spoiling of the 
adored child. All of what we are expected 
to accept may be quite veridical. But then 
it may not. With historical figures, ‘sufficient’ 
data may not always be available about 
certain stages of their lives. That does not 
mean psychobiography is not possible but 
it does alert us to the need of caution and 
care (Runyan 1982], 

He continues to speculate on the likely 
psychological foundations of Bhutto's 
personality. The language is poetic and 
appealing, but Is it revealing? He says: 

Zulfi's mercurial temperament, the strange 
sudden shifts in his moods, his suspicious 
ambivalence toward most people, even his 
closest ‘friends' and colleagues, may in 
some measure be traced to his doting mother 
and aloof father, and to the inherent 
incompatibilities of their worlds and 
natures, one basically marginal and 
insecure, the other overconfidently 
arrogant His genetic code was at any rate 
a curious blend of ptrlar qualities: Shah 
Nawaz's feudal pomp and power, Lakhi 
Bai's low-caste feats, lack of familial 
fortune, deep-seated doubts as to her very 
worth, her own tenuous toehold in the 
Bhutto world she had entered by a side 
door of passion left ajar. How many of her 
darkest hidden anxieties had this mother 
conveyed to her frail, sensitive child? ...All 
the superstitions, traditional caste fears of 
Hindu India, her ingrained belief in rebirth 
and karmic pollution, in the impact of 
every deed, and the darkest dangers of 
mixing forbidden human fruits and duties, 
dangers worse than death, for death itself 
could mean release from rebirth, the highest 
form of happiness, escape from the traumas 
of life and the hateful curses of jealous 
‘enemies' Surely she must have conveyed 
through her small body's mother's milk 
itself her deepest fears of strange, foreign 
'enemies'everywhere. within the very walls 
and shaded rooms of the house they 
inhabited, among his lather's closest 
relatives, his jealous first wife and her 
kitchen coterie of'spies’ and servants(p 20. 
emphasis added). 

In order to belter explain the contradic¬ 
tions in Bhutto’s behaviour he widens the 
canvass: 

All the clashing pluralisms of south Asia 
itself, a riverine blend of Hindu-Muslim, 
highborn and out caste passions, conflicts, 
harmonies, and hatreds flowed in Zulfi's 
blood, an inharmonious mix of the light 
and dark, a microcosmic reflection of 
Islam's violent assault upon and unstable, 
conquest of the body politic of Hindudom. 
And added to that impossible blend, of 
course, was the superimposed external 
world of an Hnglith Christian west, whose 
patina of polite privilege and imperial 
arrogance had been donned with 
knighthood and knee breeches by his proud. 


pompous prince of a father, magistrate 
wadero of Larkina, Sind's mughal on the 
Imperial Council, a red-cheeked English 
governor's companion and right hand 
man. Was it a wonder Zulfi should be so 
strangely complex, inherently incompatible 
within his many psyches, forever unsure 
of which Bhutto he was? Hindu outcasts? 
Sufi saint? Or the Zulfikar - Sword - of 
Islam? fpp 20-21. emphasis added, except 
'Zulfikar' in the last sentence). 

Wolpert is essentially saying three things 
here: There is the description of the 
(imagined) phenomenal world of the mother. 
According to him, it was a paranoid world 
with enemies and spies everywhere. Again 
we are expected to take this at face value, 
which is fraught with problems. The second 
thing he is saying is that these paranoid 
feelings were transmitted to the suckling 
child through the mother's milk. This could 
be metaphorical, although the wording does 
not easily allow that reading. Finally, he is 
saying that this paranoid world was the polar 
opposite of Shah Nav^z's pomp and that 
contradiction (between the parents' social 
positions) resulted in Bhutto's mercurial 
temperament. 

The author is making two questionable 
assumptions. One, that the psychological 
worlds of the parents were mirror images of 
the social. Two. that that contradiction got 
mapped onto/into the intern: J psychological 
world of the child. An isomorphism be t ween 
the (external) social and (internal) 
psychological is being posited. No evidence 
is provided to substantiate the first 
assumption. Regarding the second, in 
psychology it is considered axiomatic that 
there is unlikely to be much correspondence 
between an external situation and the 
perccption/s, feelings and memories of it 
Nevertheless, the individual s psyche is 
embedded in early events as experienced. 
Early experiences rarely have a direct impact 
on adult personality. They shape early 
personality, influence the kind of 
environment likely to be encountered and the 
manner in wh ich it is likely to be experienced, 
which in turn influence later experiences, 
which affect personality, and so on in a 
recursive interaction [Wachtel 1977]. 

Having 'established' a personal tty profile 
of Bhutto, we are provided with evidence 
in support of the thesis. For example, in 
chapter 3 (‘Brief California Interfode', 
Bhutto's night of revelry in New York is 
described in his(Bhuno's)ownwords(p 32). 
Wolpert then goes on to interpret that 
material. He says: 

bithatf-hriiuctftatarydeacnpckmflf'iGiribty 
human' skyscrapers 'soaring with covauoa' 
is ttartliag it what it reveals about die state 
of his mind rod the ubiquitous pot way of 
his passions and feeling* Zatfi s love- 
hate relationship with the United States was 
to remain unresolved, new 'oaooeernttabte 
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emotions' of suspicion looming in hit mind 
till bis last days (p 32). 

Wolpert sees the feelings expressed by 
Bhutto as indicative of his ambivalence and 
paranoia. The event may be revealing but 
caution needs be exercised when 
psychoanalysing the writings of an idealistic, 
drunk, young man. This episode is being 
overloaded with meanings. In addition, it is 
also used as a window to explain ing Bhutto' s 
stance in later years towards the US: Wolpert 
extrapolates Bhutto’s later ambivalence 
towards the US from these feelings of his 
student days there. Too much is being 
explained through this single episode. 

Throughout ‘Zulfi’ the tendency to stay 
at the surface is quite easily discernible. 
When that happens in history, we end up 
settling for unexamined cliches in explaining 
human behaviour. The result is a sort of 
’grandmother’ psychology which relies 
primarily on intuition and folk wisdom. More 
ominously, such history can end up 
perpetuating and strengthening the very 
deceptions which need to be uncovered. For 
example, on page 241 Wolpert reports: 
Hanif Ramay suggested that the strange 
‘split’ or ‘division’ in Zulfi Bhutto’s 
personality was perhaps attributable to the 
enormous ‘cultural differences' (hat divided 
his mother from his father. ...Rafi Raza and 
admiral S M Ahsan also remarked on the 
split personality, which partitioned Zulfi 
into aratioaal, intelligent, responsible Bhutto 
on one side, and an irrational, impulsive, 
uncontrollable Bhutto on the other. Whether 
he was. in fact, one or twenty-one Zulfi 
Bhuttos may never be known, but he was a 
complex personality (emphasis added). 

One wonders about the usefulness of the 
information that Bhutto had a complex 
personality: Such statements give only an 
illusion of understanding. 

The image one gets of Bhutto is as a 
passive victim of ancestral history who. 
puppet-like, is pulled here and there by the 
strings of socio-psychological fate. Witness 
" “The incongruous blend of his/eadof genetic 
load covered over with a thin veneer of 
socialist ideals acquired from his studies 
and personal exposure to prejudice of 
every sort conspired to help Zulfi resolve 
during his years overseas to devote his 
life to global political diplomacy at the 
helm of Pakistan” (p 38, emphasis added). 
Bhutto is given the ‘freedom to resolve' but 
within the conspiracy of events beyond 
his control. 

The underlying problem in Wolpert’s 
analysis is reductionism. One can discern 
three versions of reductionism. First, he 
overemphasises the psychological without j 
adequate, attention to the sociological and \ 
political realities in which Bhutto grew up, I 
lived and died. His (Bhutto’s) behaviour is 
almost always linked to a psychological 1 
cause, which happens to be his split 


personality. Second, there it almost an 
exclusive focus on Bhutto’s personality 
problems/psychopathology and insufficient 
attention to his normality and creativity. 
Finally, and most critically, Bhutto’s adult 
personality is explained entirely in terms of 
his childhood experiences and possible later 
formative influences neglected. When there 
is a proclivity to psychologise, it is tempting 
to try to explain aduit behaviour in the light 
of childhood experiences. However, this 
connection is often difficult to establish in 
a simple manner, because life is complex. 
People (not only, or all, psychologists) who 
have attempted to understand such 
connections become aware of the pitfalls 
and are wary of jumping to simple, linear, 
reductive conclusions. Wolpert presents his 
thesis with an over-abundant confidence, as 
a result one gets a rather impoverished, and 
very debatable, picture of his subject. 

In psychoanalysis, reciprocal transference 
was considered a problem by Freud, i e, 
countertransference (the feelings evoked by 
the analysand in the analyst) had to be 
resolved if therapy was to proceed. More 
recently, it has been cogently argued that 
countertransference be accepted as a useful 
and valuable instrument to understanding 


transference (the analysand's feelings 
towards the therapist) and communications 
[Fromm-Reichmann 1950; Stone 1984]. In 
psychobiography, then, it is useful to be 
aware of, and make use of, the feelings 
evoked by the subject. Thus counter- 
transference can be an impediment or 
instrument, depending on whether or not the 
analyst recognises such feelings and uses 
them for understanding. 

It seems that Wolpert failed to take into 
account the feelings evoked (in him) by the 
subject of his study. It is evident from the 
material presented in Zulfi that Wolpert had 
complete access to the Bhutto library. 
Additionally, it seems that he was provided 
very generous opportunities to meet with 
and talk to members of Bhutto's family, and 
friends [Kennedy 1994]. Such conditions 
make for good empirical work but. if not 
properly understood, may create problems 
of countertransference. Stated simply, it 
means that inevitably the biographer Is 
likely to develop feelings towards the 
subject. And if those are not recognised 
and taken into account, the likelihood of 
vision getting clouded increases. The 
vignettes which reveal Wolpert's feelings 
are loo many to enumerate. Two very 
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randomly (elected examples are given u 
illustrations: 

He was witty and channing. handsome, glib 
if not brilliant, certainly well read, well 
informed, and paaaionately opinionated, 
ready at any time of day or night to drink, 
argue, laugh or make love.... Had he not 
gone abroad to complete hit education... 
Zulfi would in any event have embarked 
upon a political career in Karachi. HU 
ambitions, than, would have been lets 
grand, confined perhapi to the chief 
miaitlanhip of Sind or membership in the 
Pakistan central cabinet. Because of the 
University of Southern California, the 
University of California, and Oxford 
University, the world became his stage, 
and premier power the pearl he sought in 
every oyster he pried open (p 38, emphasis 
added). 

Wolpert is somewhat patronising and 
would have us believe that the single major 
cause for Bhutto's attempt at joining the 
ranks of international leadership of that time 
waa his exposure to western universities. 
And again: 

He was the living image, the three- 
dimensional vital incarnation of many 
Pakistanis’ wishful dream of themselves: 
tough yet lender, a practical idealist, smart 
as a cat-o'-nine-tails whip, swifter on the 
draw than • Texas cowboy, and better in bed 
or as the head of state than any Indian. 
Ruiaian. or Englishman. He was Quaidi- 
Awam Zulftkar Ali Bbuuo! (p 227). 

The above is Wolpert's imagined 
description of Bhutto's thoughts. The 
imaginative leap, into Bhutto’s subjective 
ruminations, which Wolpert lakes is fairly 
frequently employed throughout 'Zulfi'. This 
is a technique used in fiction and national 
accounts of actual events and/or persons, 4 
sometimes referred to as 'faction'. However, 
employing this in a historical work raises 
a host of questions and problems. We will 
not enter into that debate but suffice it to 
say that this work of history is heavily imbued 
with the spirit of faction. And that says a 
lot about 'Zulfi'. . 

Conclusion 

There is no debate about the centrality of 
Z A Bhutto to the politics and recent history 
of Pakistan. Because of Ms continuing impact 
on the politics and political culture of the 
country, the task of understanding him, his 
policies, and leadership style gains even 
greater current urgency. In that sense, 
Wolpett’s 'Zulfi' is i timely work. The 
historical information presented is thorough 
and detailed, though most of the essentials 
have been documented in colter works on 
Bhutto. Wolpert's iruyor addition to those 
is Ms attempt at vying to embed Bhutto's 
political actions in his personality make-up. 
And that aspect of the book is wanting on 
a number of counts. It can be argued that 


since Wolpert Is a historian and not a 
psychoanalyst, he should not be faulted on 
grounds of psychology. That argument, 
however, fails because 'Zulfi* is dearly a 
psychobiography and history informed by 
psychology. 

The most glaring weakness in the 
psychologising in ‘Zulfi’ it. that of 
reductionism. Wolpert argues that Bhutto's 
was a split/schizoid personality and tries to 
establish the roots of this in early childhood 
experiences. The case is however extremely 
weak because of lack of presented evidence 
and questionable reading of the available 
material. The problem is worse confounded 
because Wolpert then proceeds from this 
arguable premise and tries to explain almost 
everything in terms of the psyche of the 
protagonist. An inherent weakness of 
psychodynamic explanations is that the same 
phenomenon can be explained in a number 
of different ways. The safeguard, first 
suggested and used by Freud, is ‘rich 
description' and triangulation, both notable 
by their absence in ‘Zulfi’. 

Bhutto evokes strong feelings in people: 
Some hate, others love him. Consequently, 
it has been difficult to come across 
dispassionate accounts of his person or 
policies.' Wolpert also fails to step back 
enough to provide an unbiased understanding 
of the man. There is a strong journalistic 
flavour to the hook and it is heavily peppered 
with dramatic words, phrases, sentences and 
paragraphs. Personal information therefore 
is in the nature of scoops. There is a notable 
shortage of empathy and sensitivity. There 
is also a considerable lack of caution and 
demonstration of bra vado in the connections 
made and inferences drawn. Such discourse 
makes appealing reading but it feeds the 
very deceptions and biases which need to 
be uncovered. 

Notes 

1 According to Hans Wehr's A Dictionary of 
Modem Written Arabic (1966) (edited by 
J M Cowan), the Arabic root word is 'sasa' 
which could mean to govern, rule, domi¬ 
nate, lead, guide or direct. 'Siyau' (plural, 
'siyasat') menus administration, manage¬ 
ment, policy. The derived meanings include 
political or diplomatic. 

2 This misreading of ‘siasaT was repeated in 
the BBC2 television programme (‘The 
Bhutto Dynasty') aired in Britain on 
February 8, 1994. The likelihood of 
Wdpert sZulfi being the source teems high 
The spread of the misunderstanding can be 
well imagined. 

3 According to the Chambers 20th Century 
Dictionary, schizoid means "Showing 
qualities ofaschiaaphrenkpcnonalfty. such 
as asocial behaviour, introversion, tendency 
to phantasy, hut without definite mental 
disorder". 


4 There ire countless works ofthis nature but 
the most directly relevant example is L 
Collins, and D Lapiere, Freedom at 
Midnight, Avon Books, New York, 1976. 

3 The work suffering least from bias is S 
Taseer's Bhutto: A Political Biography. 
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SPECIAL ARTICLES 


Strengthening Direct Ikxes 
Some Suggestions 

Aamresh Bagchi 

Revenue from direct taxes - both personal and corporate - has shown impressive growth in the years of economic 
reform. It would, however, be unwise to be complacent. The ratio of direct tax collections to GDP in India stilt compares 
poorly with that in other developing countries. Rough calculations suggest that the tax gap' continues to be quite 
large and the personal income tax is able to capture only about 50 per cent of its potential. 

The Tax Reforms Committee had laid out a two-pronged strategy to improve the yield of income tax - widening 
the tax base combined with moderation in rates on the one hand and strengthening the administration on the other. 


Several measures have been taken to 

I 

Tax Gap 

REVENUE from the income taxes - both 
personal and corporate - has shown 
impressive growth in the last three years 
(1991-92 to 1993-94), the years of reform. 
Personal income tax (PIT) revenue has 
multiplied by nearly 21 per cent per annum 
marking a jump of 3 percentage points over 
the growth recorded in the preceding five 
years, while revenue from corporate tax (CT) 
increased at the rate of 26 per cent comparing 
with about 18 per cent during 1985-90. The 
proporlten of*direct taxes in the central 
government’s gross tax revenue has gone up 
from 19.2 per cent in 1990-91 to 27.6 per 
cent in 1993-94 (Bagchi 1994J. Collections 
this year as reported also seem to be buoyant. 

It would, however, be unwise to be 
complacent. 

It is pertinent to point out that the ratio 
of direct taxes collected at the central level 
to GDP still remains at about 2.6 per cent 
(of which 1.3 per cent is from CT and 1.2 
per cent from IT). This level will still not 
be exceeded or may go up to 2.7 per cent 
at the most in the current year even if the 
budget targets are met Though this marks 
an increase of about 0.5 percentage points 
over what was prevailing before the reform, 
this level of direct taxation still compares 
poorly with that of other developing 
countries. The average ratio of direct taxes 
to GDP for LDCs taken together is about 
5.5 per cent and for even the poorest LDCs 
itis 3.5 per cent. The Tax Reforms Committee 
(TRC) had set a target of raising the yield 
of income tax by at least two times which 
would translate into a ratio of 5 per cent of 
GDP. These goals still remain distant. 

Rough calculations based on available 
data suggest that the ‘tax gap’ (the difference 
between potential revenue and the actual 
collections) is still quite large and PIT is able 
v to capture only about 50 per cent of its 


implement these recommendations, but 

potential. The calculations are fairly 

straightforward: 

* From information available from National 
Accounts Statistics aggregate personal 
pretax income (at market prices) for the 
year 1993-94 may be taken at Rs 6,50,000 
crore. Assuming that roughly 60 per cent 
of this was derived from non-agricultural 
sources, income potentially taxable under 
the Central income tax may be put at about 
Rs 4,00,000 crore. Going by the income 
distribution pattern revealed by past 
studies, about 40 per cent of this (or 
roughly. Rs 1,60.000 crore) may be taken 
to be accruing to the top 10 per cent of 
the population. Even if one allows for a 
10 per cent margin of error, Rs 1,40,000 
crore may be estimated as the potential 
personal income tax base. A tax levied at 
the average rate of 15 per cent on this 
should yield Rs 21,000 crore whereas the 
total revenue from personal income tax 
in 1993-94 was according to revised 
estimates about Rs 9,500 crore. In other 
words, even with the higher growth of the 
last three years PIT is tapping less than 
half of the potential. Almost one-third of 
the revenue deficit of the year would be 
wiped out if only this potential could be 
tapped. 

* Assuming the elasticity of PIT revenue 
with respect to income to be unity, and 
projecting nominal income growth for the 
year at 15 per cent, the potential PIT for 
1994-95 may be placed in the region of 
Rs 24,000 crore. Collections from PIT is 
unlikely to exceed 50 per cent of this 
potential even if the budget target for (fte 
year is achieved. 

* Accordirifc to the C and AG's report on 
direct taxes for the year 1992-93, the 
number of individual income taxpayers 
was 6.4 million. Of them, those with 
income exceeding Rs 5 lakh numbered 
16,936. Bombay alone would have 
individuals many times this number 


much still remains to be done. 


having income of more than Rs 5 lakh 
a year! 

* The number of people belonging to the 
relatively affluent section of the popu¬ 
lation - the group that offers an attractive 
market for consumer products - is 
believed to be not less than 200 million. 
According to an NCAER survey, 2.3 per 
cent of the population has a household 
income of more than Rs 78,000per annum 
( Economist . January 21-27, 1995). 
Assuming that, of them, 15 million derive 
their income from non-agricultural 
sources, each earning at least Rs 1.00,000 
year, it should be possible to raise at least 
Rs 20.000crore from them if only everyone 
of them pays Rs 15,000 in tax annually 
(at an average rate of 15 per cent of gross 
income). 

For improving the yield of income tax the 
TRC had laid out a two pronged strategy, 
viz. widening of the base combined with 
moderation in rates on the one hand and 
strengthening of administration on the other 
through modernisation (based on modem 
information technology) and suitable 
incentives for staff. Several measures have 
been taken to i mplement these recommenda¬ 
tions but much still remains to be done. 

u 

Unfinished Tasks 

Expanding Taxpaying Population: 

Presumptive Route 

Base widening has to proceed in two 
directions, viz, (i) bringing in a largei 
number of potential taxoayerx into the net 
and(ii)eliminatingthenumerousexemptiofu 
and deductions provided in computing 
taxable income to serve non-tax objectives. 
The scheme of presumptive taxation for 
small taxpayers inviting them to file a simple 
statement with a payment of Rs 1,400 by 
way of tax was intended to serve the fin* 
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objective, viz, getting more people to pay 
income tax without having to undergo the 
hassles astodstedwfthflHngaregnlar return. 
TW« scheme doe* not teem to have been 
very successful. The results are reported to 
have been particularly disappointing this 
year (1994-95). 

Casual conversation with small traders 
(like street stall holders) suggests that the 
reasons for the poor response to the scheme 
are two-fold: (i) fear of getting into ‘the 
clutches’ of the ITdepaitment, once a person 
files a statement with them and (ii) a 
widespread perception that nothing happens 
if one does not pay any income tax. These 
perceptions are not easy to erase. Critics of 
the scheme argue that this scheme is 
fundamentally flawed and the government 
should not go about with a ‘begging bowl' 
for contribution from small traders. This 
criticism is based on a misconception about 
the purpose of the scheme. The idea 
underlying it is not to do away with the 
Income Tax Department’s responsibility to 
identify and book all those liable to pay 
income tax but only to make it easy for those 
who are marginally taxable but do not 
maintain regular accounts to avoid going 
through the formalities of keeping detailed 
records of their transactions as an alternative 
to filing regular returns. There is no reason 
to suspend the scheme because of 
disappointing response so far. On the 
contrary, there is a case for strengthening 
it with some tangible evidence of the tax 
department's friendly attitude to those who 
voluntarily come within its fold and a 
vigorous campaign putting forward the 
benefits of compliance. 

Evidence in the form of a token for 
presumptive income tax payment (or a 
permanent account number) may be made 
a precondition for access to utilities like 
power or telephone, gas or water connection, 
house permit by municipalities, credit 
facilities by banks and financial institutions, 
registration of vehicles, insurance of life, 
assets and so on. The problem in India is 
(hat agricultural income is not liable tocentral 
income tax and so disabilities for non¬ 
registration with the Income Tax Department 
would hurt people in deriving income from 
agriculture. To avoid causing hardship to 
farmers, the requirement of producing 
evidence of income lax payment or 
registration with the department by obtaining 
PAN or certification of payment of 
presumptive tax need not be insisted upon 
for providing facilities in rural areas. 

It is also important to see that those who 
graduate to Wgherlevelsof business turnover 
and income do not have toface m unfriendly 
(ax department. The estimated income 
scheme provides a handy instrument for this 
purpose. 

The estimated income approach based on 
the presumptive principle has been ex tended 


In recent years to certain categories of 
taxpayers, c g, those having business of 
civil construction and transport. It would 
be helpful to extend this approach to a 
wider field. That would require developing 
norms for estimating the turnover and the 
ratio of net profits to turnover (where the 
taxpayer maintains regular books of 
accounts) for different industries on the lines 
of *Tadrichs' of Israel. There are at present 
140 Tadrichs prepared by the economic 
division of the national tax office in Israel, 
each dealing with a given industry/business 
activities. While it would require time to 
draw up such norms for different activities 
on this scale, a beginning may perhaps be 
made now. Objectively determined norms 
would be a very valuable aid in the scrutiny 
of returns to be taken up for detailed 
examination. 1 

Simultaneously, every effort has to be 
made to gather information regarding new 
registrants or potential taxpayers from 
available sources such as banks, electricity 
and telecommunication authorities, joint 
stock companies, other tax departments 
(particularly sales lax), professional bodies/ 
chambers of commerce and industry and so 
on. It is believed that plans are under way 
to allot a Tax Identi fication Number to every 
potential income taxpayer. This should go 
a long-way to extend the coverage of income 
tax provided there is an efficient system of 
storing and processing the information which 
would be flowing in on a massive scale once 
the tax identification numbers are allotted 
and information from thud parties starts 
flowing in. 

Base Widening 

Rase widening also implies moving 
towards a comprehensive income base by 
removing the exemptions and deductions 
which are allowed on various considerations 
of social and economic policy. As is well 
known, the basic thrust of tax reforms that 
have taken place across countries during the 
1980s has been towards widening the base 
ami moderating the rales combined with 
lightening of administration, in Indonesia, 
for instance, the maximum income tax rate 
was reduced to 35 per cent but all so-called 
incentive provisions were withdrawn. 

In India, the tax rates have been brought 
down and several of the incentive provisions 
were withdrawn but quite a few still persist 
Reference may be made to the Chapter VIA 
of the IT Act and the sections which are still 
operative, like Sections 800, 80G. 80GG. 
80QGA, 80HH, 80HHA. 80HHB, 80HHC, 
80HHD, 80HHE, 801A, 8QJJ, 80L. 80Q and 
so on. Then there are numerous exemptions/ 
concessions provide d thro ug h other sections 
(e g. Section 10). Given our compulsions, 
it may not be poasibie to remove all of them. 
But, so long as these remain on the statute 


book there is no case for lowering the 
marginal rates any further. 

Taxation of Fringe Benerts 

The TRC had also recommended some 
tightening of the tax laws to tax the value 
of fringe benefits like concessional accom¬ 
modation to employees more effectively. 
These recommendations have not been 
implemented. A separate tax on fringe 
benefits payable by employers hat been 
introduced in Australis and New Zealand 
with good results, contributing over 2 per 
cent of the total revenue of the government 
in both countries [Ssndford ] 993], With the 
removal of restrictions on salary levels in 
the private sector, there is no reason why 
fringe benefits should not be taxed at current 
market values. It would be administratively 
simple - though not appealing from the 
viewpoint of equity - to levy the tax on 
employers, as in the two countries mentioned 
above. 

Rate Revision: Personal Income Tax 

Unless the base is made truly com-. 
prehensive. there is no case for lowering die 
tax rates any further. However, consideration 
may be given to a revision of the rate 
structure by widening the slabs and raising 
the level at which the maximum rale would 
apply, from Rs 1.2 lakh a present to Rs 
2 lakh. The structure would then look as 
follows: 

(PerCraU) 


Up to R| 35.000 of tool income NU 
Between Rs 35.000 and 75.000 20 

Between Rs 75.000 and 2.00.000 30 
Above Rs 2 lakh 40 


If combined with withdrawal of incentives, 
there may not be anv revenue toss while it 
would help to neutralise the impact of 
inflation to some extent 

T ax Rate r* Corporate Income* 

On the corporate tax side, there is no 
intrinsic care for reducing the tax rates funher. 
According to a KPMG Survey, the avenge 
rate of corporation tax in OECD countries 
stands at present at a little over 37 per cost. 
However, in some of the Asun countries the 
maxi mum tax. rates for companies arc tower, 
as shown below: 


Countries 

A 

Rate 

(PerQtuti 

Australia 

33 

tmloiMH 

35 

South Korea 

34 

Malaysia 

34 

New Seated 

33 


35 

Stagapow 

n 

ThaSsud 

30 
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Considering the need to maintain parity 
with rates prevailing in neighbouring 
countries, the rates for corporate tax may 
be brought down to 35 per cent provided 
that all incentive provisions in the tax laws 
are abrogated as in Indonesia. If, however, 
the maxi mum rate of corporate tax is reduced, 
the rate for personal income tax cannot be 
raised, in fact may have to be lowered. 
Considering everything, the rates prevailing 
at present for both PIT and CT may not be 
disturbed. 

Rationalisation of Incentive Provisions 

The TRC had recommended elimination 
of most incentives except those meant for 
promoting savings and exports. The existing 
provisions that extend concessions for 
savings and exports are complex and 
overlapping. For instance, a fraction of 
savings in specified assets qualify for tax 
rebate under Section 88. while income from 
certain saving instruments is deductible in 
computing taxable income (subject to a 
specified limit). Then there are reliefs for 
contribution to provident fund and total 
exempti on ofinterest on accumulated balance 
thereon. It would have been simpler and 
more rational from the economic angle too 
if the concession in tax was provided on a 
net saving basis as was recommended by the 
TRC. 

The exemption for export earnings from 
income tax is now spread over several 
sections (viz. Section 80HHB, 80HHC, 
80HHD and 80HHE). It would help simplify 
the tax laws considerably if, these were 
consolidated and exemption of 50 per cent 
or even 75 per cent was allowed on all 
foreign exchange earnings if brought into 
the country. That would only require 
producing evidence in support of the foreign 
origin of the income and repatriation of 
incomes earned and brought from abroad. 

In any case, the task of rewriting the 
Income Tax Act by weeding out the cobwebs 
than have accumulatedover the years remains 
to be taken up earnestly. 

Tackling Zero-Tax Companies 

The main factors that drove the tax reform s 
of the 1980s in the US and other countries 
was the desire for faimags, efficiency and 
simplicity. Incentive provisions in the tax 
laws were seen as a major impediment to 
achieving these aims. Because the 
opportunities for availing the incentives are 
not open equally to all activities or businesses, 
these provisions, it was felt, were a source 
of distortion and inequity, apart from being 
responsible for complexities in the law and 
sapping the buoyancy of revenues. In India 
too, the justification for incentive provisions 
in the tax laws has been widely questioned 
especially when it was found that several 


apparently prosperous companies paying 
handsome dividends were getting away 
without paying any income tax. These were 
often reported to as “zero-tax” companies. 
With the move towards elimination of 
incentives, the scope for reducing taxable 
profits legally to zero should have gone. 
This does not seem to have happened. The 
phenomenon of 'zero-tax’ companies has 
surfaced again. 

Among the unaudited financial results of 
companies for the first half of 1994-95 
published in the newspapers in the last few 
weeks, it is seen there were quite a few 
whose ‘provision for taxation’ is nil. These 
include not only companies engaged in 
production but also several leasing and 
finance companies. How such these 
companies are managing to reduce their 
profits liable to taxation to nil even after the 
reforms is somewhat difficult to understand 
and needs thorough study and investigation 
by thclncome tax Department. 2 Meanwhile, 
consideration may be given to levying a 
‘minimum tax' particularly on companies to 
make sure that tax incentives do not work 
too unevenly across enterprises and activities. 

As noted on an earlier occasion in these 
columns [Bagchi 1994], in the OECD 
countries, where the top marginal tax rates 
for personal income tax fell from 61 per cent 
to 44 per cent as a result of the reforms, in 
order to recapture some of the revenue loss 
and counter tax avoidance through the use 
of tax deductions/allowances, schedular 
minimum taxes are now being imposed. In 
its 1 986 Tax Reform Act, the US introduced 
an alternative minimum tax, requiring top 
income earners to pay the greater of 21 per 
cent of their gross income or the normal rate 
applied to their taxable income. There are 
similar provisions in Canada. Denmark 
introduced a 12 percent supplementary tax 
on ‘personal incomes’ (gross income minus 
incomes) exceeding a specified level. In 
1986, Norway applied a ‘top tax’ at the rate 
of 8.5 per cent on gross income [Shomc 
1993). 

In India, an attempt was made to impose 
‘a minimum tax’ on companies through a 
special provision in the Income Tax Act 


(Section 115J). The provision wax, however, 
withdrawn because of complexities and also 
because it was felt redundant once the m^jor 
Incentive provisions like the investment 
allowance were withdrawn. With the 
reappearance of ‘zero-tax’ companies, the 
feasibility of having a minimum tax on 
businesses (or at least companies) needs to 
be explored in order to improve fairness and 
revenue buoyancy of the income tax. A 
minimum tax serves as a check against 
avoidance and evasion through manipulation 
of accounts. Mexico’s tax on gross assets 
of businesses provides a good model for the 
purpose. 

Gross Assets Tax as a Minimum 
Tax on Businesses 

A tax at the rate of 2 per cent on gross 
assets was imposed on business enterprises 
and individuals in Mexico in 1988 (effective 
1989). A similar tax at the rate of 1 per 
cent was introduced in Argentina in 1990. 
Several other Latin American countries 
were (or are) also likely to follow these 
examples. 

The two main factors that seem to have 
impelled those countries to go in for such 
a tax are: need for additional revenue in 
countries undergoing major adjustment 
programmes and the anxiety to neutralise 
the damage caused by substantial inflation 
to the traditional taxes on business income. 
Another major consideration was tackling 
evasion and avoidance. A minimum lax on 
gross assets as a presumptive tax on 
enterprises also promotes efficiency since 
under such taxation, the tax is levied only 
on ‘normal income’ and the marginal tax 
rate for any income exceeding the ‘norm’ 
is zero. 

The base of the gross assets lax, should, 
according to experts, comprise all fixed 
assets like land, buildings, plant and 
machinery - that is, assets which arc 
essential to the production process of the 
firm. (Intangible assets like goodwill may 
also be included in the base but not holdings 
in fully or partly owned subsidies or other 
companies.) Exclusion of the last few items 


Table: Simulation Exercises tor Direct Taxes on Comranies 
Flat Rate Applied to Cross Fixed Assets of Individual Companies Where Actual 
Tax Is Less Than the Flat Rale Applied (For 1992-93) 


(R.r trvrt) 

1 

Direct tax 

1601.77 



2 

Gross fixed asters 

82774.96 



3 

Flat rate of,tax applied on GFA (per cedi) 

2.00 

1.50 

1.00 

4 

Gain in tax collection 

1131.55 

826.23 

527.56 

5 

Number of companies with gain in tax collection 

234 

218 

208 


Notts: (1) The source of basic data used in (he present simulation exercises is the Statistical 
Profiles of 500 private corporate giants compiled by the Centre for Monitoring 
Indian Economy. 

(2) Gain in tax collection is defined ns the difference between the rate applied on OFA 
and the actual direct taxes reported by individual companies, where Ibis difference 
is positive. 
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is nnedad la order to ivoid double taxation. 
Cash balance, accounti receivable, 
inventories and other ‘current’ assets also 
need not figure ia the base as these an not 
essential to the process of production. Only 
the real value of the assets (that is, 
depreciated book value suitably adjusted 
by a price index) should be the base. 3 
Rough computations based on s sample of 
300 companies in India show that a 2 per 
cent tax on Che gross fixed assets might 
raise the revenue from the corporation tax 
by almost 75 per cent and an one-and-a- 
half per cent tax by 50 per cent which 
would come to at least Rs 5,000 crore (vide 
the table). 

The tax on gross assets might lead to 
cash-flow problems for low-profit and loss¬ 
making companies. The aim of course is 
to punish inefficient companies and induce 
efficiency in resource use so that there is 
a built-in pressure on corporate enterprises 
to show better financial results. However, 
one can think of ways in which the hardship 
likely to be caused by a gross assets tax 
to companies unable to generate profit in 
a particular year. Stypce the tax on gross 
assets would be intended to serve as a 
minimum income tax, the excess of this tax 
over the income tax payable in a given year 
on the basis of profits computed for the 
published balance sheet of the company in 
question may be allowed to be carried 
forward and set off against income tax dues 
in the next five years or so. If the levy of 
a gross assets lax is agreed to in principle, 
refinements can be thought of in the light 
of experience gained in other countries 
such as Mexico. 

It may be mentioned that the legality of 
the gross assets tax was challenged in 
Mexico on the ground that it violated the 
basic provisions of the Constitution 
requiring ‘equality' in taxation in 
proportion to the ability to pay. But the 
courts upheld the tax as legal, principally 
because it was a minimum tax and not an 
additional impost 

With a gross fixed assets tax, taxation of 
the unproductive assets in business 
enterprises would have to be withdrawn. 
Revenue yield of that tax is insignificant and 
so its withdrawal should not matter. 

Extension of Withholdino 

A device of proven efficacy in the 
enforcement of income tax is withholding 
at source, for that minimises the opportunity 
to omit income. Even in a country like USA, 
it is found that compliance rates are the 
highest for incomes subject to tax 
withholding on information furnishing by 
third parties (e g, for wages and salaries, and 
interest) while compliance was least for 
informal supplier incomes as the following 
figures would show: 
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Compliance ratei for different dmteet of 
income for Ore USini9») and lM7(PerCent> 



1981 

1987 

Wage* and salaries 

94 

97 

Interest 

86 

80 

Capital gains ' 

58 

83 

Informal supplier income 
Source: Wailscbwtzsky (1993). 
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The ‘Prescribed Payments System’ of 
Australia requires income tax to be deducted 
not only for wages and salaries but also for 
the following services: 

- Building and construction 

- Joinery and cabinet making services' 

- Architectural services 

- Engineering services 

- Surveying services 

- Motor vehicles repair 

- Cleaning 

In India, the attempt to extend withholding 
to services of professionals has met with 
resistance. The attempt should not be 
abandoned. Rather, consideration may be 
given to the feasibility of levying a 
withholding tax at 20 per cent on interest 
on deposits in banks or corporate entities 
and dividends as a final tax. This no doubt 
would compromise vertical equity but would 
be more equitous on the whole by ensuring 
that these incomes do not go untaxed 
altogether and also lead to considerable 
simplification of the tax lawsand procedures. 

Driven almost to desperation in not being 
able to tackle inflated claim for expenditure 
deduction in computing taxable income. 
Philippines prescribed ceilings on such 
deductions under what was called ‘Modified 
Gross Income Tax' and ‘Simplified Net 
JncomeTax 1 . These might look like extreme 
remedies but some ceilings on certain 
expenditure items are often necessary to 
counter the practice of evasion by inflating 
deductible expenditures. 

Ill 

Measures to Induce Compliance 
and Help Enforcement 

While consideration should be given to 
measures like the presumptive income 
approach, schcdular taxation and extension 
of withholding to cover as many income 
payments as possible, ultimately. compliance 
would depend on the social and cultural 
environment in which the tax administration 
operates and that is not easy to change within 
a short period. Researches on factors 
influencing taxpayer behaviour show that 
compliance impress if lax officials act as 
'facilitators' for tax payment rather than a 
policeman for delecting evasion. To quote 
the editor of a recently published collection 
of essays incorporating the findings of 
research on ‘Why People Pay Taxes’; 

If there is a persistent theme to the essays 

presented in this volume, it is a change in 

perspectiveaway front itwringaoncompli- 
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ance toward positive encouragement for 
compliance - an emphasis oa the ’carrot’ 
for compliance rather than the ‘stick’ for 
Doncompiiancc. Positive attitudes toward 
the t« aystem and pleasant, efficient contacts 
with the tax collection agency can increase 
compliance. This insight is especially 
important because, from the tax collection 
standpoint, it it extraordinarily expensive to 
arrange tn enforcement regime so that, from 
a strict cost-benefit calculus, noocompliance 
does not appear attractive to many citizens. 

It follows that methods that reinforce and 
encourage taxpayer's devotion to their 
responsibilities as citizens play an important 
role in the tax collection process (Slemrod 
1992). 

However, as the compiler of the volume 
Joel Slemrod, a noted expert in this field, 
observes at the end. while the ‘carrot’ has 
its use, the ‘stick’ also should not be 
abandoned. A judicious mix of the two is 
what is needed. For this purpose, some of 
the innovative measures adopted by other 
developing countries with handsome results, 
may be taken note of. These are: 
Developing an efficient information system: 

It is universally acknowledged that the moat 
potent instrument in curbing non-compiiant 
taxpayer behaviour is to have an efficient 
information system whereby information 
regarding all substantial financial 
transactions is passed on to the tax department 
and these are safely stored in a manner that 
facilitates easy retrieval for checking the 
returns and supporting accounts filed by 
taxpayers. Computers provide a very 
powerful tool for this job as also other 
functions of the tax department Hike 
monitoring the filing of returns, payment of 
taxes and tax deduction at source). 

Indian Income Tax Department is now 
going in for computerisation in a big way ^ 
and it is hoped that this will change the ' 
taxpayers' perception regarding the 
probability of getting detected if one fads 
to report one's income fully. However, for 
a computerised information system to 
perform efficiently it is also necessary to get 
business enterprises to maintain proper 
accounts and discharge their statutory 
obligations to furnish information regarding 
transactions and/or taxes deducted at source 
without fail. 

Stricter accounts keeping reqtarrmtnT. For 
improving the habit of proper accounts 
keeping and flow of third party information 
the following measures might be helpful. 

* For businesses having turnover exceeding 
a specified level keeping of accounts in 
prescribed form may he made compulsory 
with penalties for failure to do so. In 
Israel, book keeping requirements are 
laid down separately for different kiwis 
of industries/activities with certain 
disabilities like rejection of a ccoun t s , 
additional tax of If) per cent (if default 




persists, 20 per cent}, disallowance of 
losses and indexation for inflation, 
disallowance of interest on borrowings 
for payment of tax, disqualification for 
entering into any transaction with govern¬ 
ment agencies and so on [Singh 1995]. 
* Mexico too introduced as part of reforms 
fairly stringent book keeping requirments 
for taxpayers who grow beyond a 
prescribed threshold in size. They are 
required to keep records of transactions 
on a daily basis and issue receipts to all 
customers. Exceptions were made for 
certain categories of taxpayers like farmers 
and truckers. Invoice issued by these 
falling under the scheme have to provide 
details of taxpayer identification number 
of the sellers as well as buyers apart from 
particulars of goods/services sold. These 
were helpful also for implementing VAT. 
The sanctions against invoice irregulari ties 
were strictly enforced: 2,685 businesses 
were shut down in 1993 and fines imposed 
in 24.781 cases for a total amount of as 
much as 29 million new pesos [Mookeijee 
1994]. 

Indian Income Tax also contains certain 
provisions requiring maintenance of accounts 
by certain persons carrying on profession or 
business and audit of accounts where total 
sales/gtoss turnover exceeds Rs 40 lakh 
(Sections 44AA and 44 AB) But the sanctions 
against failing to maintain proper book arc 
weak and not very clearly spelt out. One 
does not know whether any one has been 
punished for failing to comply with these 
requirements. 

Reducing the scope for harassment and 
collusion: A persistent complaint of taxpayers 
has been harassment by corrupt officials and 
needless litigation by the department itself. 
Some of the measures that can be taken to 
reduce the scope for complaints are: 

* Assignment of cases for scrutiny by the 
head of a local office at random instead 
of going by fixed jurisdictions. Cases 
scrutinised should be countersigned by 
the next senior officer. 

* Cases for scrutiny should be selected by 
a group of officers not connected with 
assessment and by applying parameters 
derived scientifically through compute¬ 
rised formulae. 

* Appeals by the Income Tax Department 
against unfavourable orders should be 
confined only to cases which involve 
substantial revenue or important point of 
law. Recommendations made by commit¬ 
tees and experts have universally 
emphasised the need to reduce the number 
of appeals and streamline appellate 
procedures. Much still remains to be done. 
Finally, no sustained administrative 

improvement can be brought about unless 
there is a credible system of rewards and 
punishments for tax officials. That is a task 
which tax administration has to address 


earnestly if improvement in the buoyancy 
of income tax revenue is to be sustained. 

These are only a few suggestions for 
consideration for die coming budget There 
are many other areasof anomaly and needless 
complexity in the laws. Despite the careful 
examination of the TRC and its 
recommendations, the laws and procedures 
remain complex. A much simpler taw is 
needed to help implementation and voluntary 
compliance. 

It should be added that compliance 
behaviour of taxpayers in a country has 
much to do with its community's culture. 
The one clear finding of research in this area 
is that it is ultimately peer pressure that 
compels people to pay their proper taxes. 
Cultural change, however, does not come 
about easily or quickly. Hence the need for 
persistent efforts to create an environment 
that fosters such change. 

Notes 

1 For pros and com of presumptive direct taxation, 
see Rajaraman (1995). 

2 It appears the liberal depreciation provisions 
granting 100 per cent depreciation to several 
items of assets has facilitated tax avoidance 
and enabled companies to reduce their taxable 
profits to zero or near zero This is done by 
claiming lot) per cent depreciation in the fust 


year and 'setting' tbe aaaot to a tisser coooen 
who then letaesh back to the parent compwe, 
and daunt depreciation on it. No dtmbt, tht 
tale price of the asset so transferred reduce! 
the value of the block of depreciable aaae|t 
in the books of the parent concern but overall 
there is net tax saving, taking (be two companies 
together, with no additional real investmen 
taking place. 

3 For a lucid exposition of how such a tax cat 
be divitod, see Sadka and Tana (1993). 
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Beyond Colonial Crumbs 

Cambridge School, Identity Politics and Dravidian Movement(s) 

MSSPandfaa 

Cambridge historiography has claimed that politics in India is constituted by factions formed vertically through patron- 
client nexuses and are motivated by narrow economic and short-term power interests. It conflates the biography ofthe coercive 
colonial slate and Us Indian elite collaborators as the history of colonial India. In this article the author develops a critique 
of the Cambridge school by expanding the gamut of the political so as to include the mobilisation of alternative public spaces 
by the subalterns of the dravidian movement. 


The public gathers.in two lands of spaces. 
The first is a space that is public, a place 
where the public gathers because it has a 
right to the place; the second is a space that 
is made public, a place where the public 
gathers precisely because it doesn't have 
the right - a place made public by force 
lAcconci 1990: 901], 

THE great Indian faction', a product of 
Cambridge school’s historiographical 
practice, has been a subject of much con¬ 
testation and critical scrutiny. The faction 
theorists, in their different incarnations, have 
claimed that politics in India is constituted 
around factions which are formed vertically 
through patron-client nexuses (instead of 
horizontally across shared identities such as 
class, caste and gender) and arc motivated 
by narrow economic and short-term power 
interests (instead of commitment to vary ing 
ideologies). Critical scholarship on such 
theorisation has established that it is 
anchored in structural funcionalislmethod- 
ology and behaviourist assumptions 
IHardiman 1986J. Taking such critiques to 
mote generalised and substantive levels. 
Ranajil Guha (1992) has shown bow the 
Cambridge school has conflated the biog 
raphy of the coercive colonial stale and its 
Indian elite collaborators as the history of 
colonial India. Furthermore, for him. such 
exclusionary history, given its neo-colonial 
moorings and by the strategy of silencing 
anti-colonial and other contestations by the 
subaltern classes, represents colonialism as 
a hegemonic system based on the consent 
of the colonised. 

While I draw substantially on these 
critiques of the Cambridge school, I have 
a slightly different and a limited agenda in 
this paper I intend problematising the 
Cambridge school's silencing of political 
subjectivities based on identities such as 
class, caste, gender and language, in the 
specific context of their writings or the 
dravkban movements). I hope, through such 
a critique, one can reposscs the political 
which baa been made unavailable for the 
subaltern classes in the scholarship of the 

CWxkdgiscboolandrectficretetaferiorised 
identities as an important aspect of subaltern 
politics. This will, to my mind, enable us 
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to construct alternate and combative 
narratives of the dravidian movements). 

I begin this paper with an account of bow 
the dravidian movement(s) and caste 1 have 
been represented in the influential works of 
two faction theorists, David Washbrook and 
Christopher B aker, and proceed to establish 
the limits of their framework through an 
interrogation of the fissures and slippages 
in their own texts. In the final section of the 
paper, 1 propose an alternate way of seeing, 
substantially based on the debates around 
Habermas’s by now well known concept of 
‘public sphere', which may facilitate the 
writing of thcdravidianmovement(s)' history 
from the vantage point of those who are 
disempowered through inferiorised 
identities. 

I 

David Washbrook begins his history of 
the dravidian movcment(s) and the location 
of castes in the colonial Madras presidency 
with a paradox. To quote him, 

...when overt communal conflict appeared 
(in Madras presidency ]. it did so in the most 
remarkable of forms. One community [the 
non-brahmans], representing 98 per cent of 
the population and possessing the vast bulk 
of wealth and political power, denounced 
another community (the brahmans], which 
consisted of less than two per cent of the 
population and was possessed of nothing 
like the same economic and political 
resources, for oppressing it (Washbrook 
1977:7], 

Baker( 1974:xi) too begins the history of the 
dravidian movements) with the very same 
paradox:".. .while movements which claimed 
to protect a minority were a common feature 
of the new politics of India in this period 
of councils, ministers, and electorates, it was 
unusual, if not paradoxical, to find a move¬ 
ment which claimed to defend a majonty- 
a majority which included up to 98 per cent 
of tbe population and almost all the men of 
wealth and influence in local society." Tbe 
para<loft was constructed by foregrounding 
the poor brahman and tbe rich and powerful 
non-brahman, that is. by a critical displace¬ 
ment of caste with class: “...while there were 


a few brahmans who were rich and powerful, 
the majority, if it is possible to generalise 
at all. were employed in occupations that 
were essentially menial - as cooks, scribes 
and religious functionaries - and could be 
purchased by the wealth of other castes for 
a few coins or a broken coconut" [Baker 
1974:29]. 

As Washbrook and Baker progress with 
their argumentation, what looks like a 
paradox dissolves into a non-problem: caste 
identity turns out to be an illegitimate 
candidate for political history. This is 
achieved through a scries of methodological 
moves which, at one level, reinscribe the 
relationship between the brahman and the 
non-brahman as non-antagonistic. and, at 
another level, represent different castes as 
fragmented on the basis of ntercsts which 
arc not located in caste identities themselves. 

Let us begin with the manner in which the 
relationship between the brahman and the 
non-brahman is represented in the scfaoianhip 
of the Cambridge school. Here. W asbbrook 
and Baker invest the so-called sanskritising' 
desire of the non-brahman castes with 
primacy and deploy the same to signify the 
relationship between the non-brahaan and 
tbe brahman as devoid of antagonism: 

...any attempt to attach social and cultural 
dimensions to the non-brahman cause nut 
immediately up against the dilemma over 
popular attitude to the brahman A good 
many of the non-brahmans in south India 
accepted the brahraanical code and 
brahmanical behaviour u the mode] of ritual 
purity. Many articulated their wish in rise 
up the social scale by adjusting their customs 
and habits to those practised by brahmans, 
and many expressed their own.exalted view 
of their status by demanding to be called 
brahmans [Baker 1976:29; emphasis mine). 

As Washbrook would put it, ‘The social 
models which [nou-brahman] magnates 
tended to emulate were, if not actually 
brahmank, at least placed within abrahman 
dominated hierarchy" (1977:212). 9 
According to him. in contexts where (he 
brahman was unworthy of emulation, he w«a 
either ignored or kept aa a dependent, all of 
which subverted any possibility of 
antagonism: 
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To our interpretation the political division 
of society into brahman and non-brahman 
makes no obvious sense... this lack of 
antagonism is not surprising when it is 
remembered that brahmans supplied status 
legitimacy to most of the groups of state- 
level culture but had little contact, and were 
ignored, by the vast majority of local-level 
cultural groups; nor when it is recalled that 
even in their contact with most other state- 
level groups, brahman priests were usually 
poor dependents who either did what they 
were told or starved (Washbrook 1977:274; 
emphasis mine]. 

What is more, such non-antagonism 
between the brahman and the non-brahman 
was furthered by the very nature of the 
caste system itself, which, according to 
Washbrook. is flexible. Referring to the 
upward mobile non-Brahtnin groups, be 
notes. “The character of economic and 
educational change meant that there was no 
general pressure on (he status categories of 
the existing social hierarchy. The flexibility 
of the caste system itself, however, also 
took much of the steam out of communal 
politics” (1977:12R). 

If antagonism between the nan-brahman and 
the brahman was non-existent, caste identity 
itself was more a fiction than fact. Washbrook 
finds caste identity to have been always 
already fragmented; and when he reassembles 
the fragments, he arrives at 'inlcr-communal' 
blocks forged on the basis of patron-client 
nexuses and instrumental reason; 

as in the case of artisans and workmen... 
compact local units of caste among ‘service’ 
groups were broken by economic ties with 
outsiders. Lawyers had to find members of 
other communities to give them cases, clerks 
and gumastahs needed employment with 
brokers and contractors who seldom were 
of their caste, andlower government servants 
had to rely on the co-operation of various 
local notables. Very rarely were these 
'service' groups free to take political action 
as communities. In Madurai in the early 
1880s, for example, there was a storm of 
protest over an aspect of municipal 
government from the area of the town in 
which most of the brahman clerks and 
lawyers lived. A Ratepayers Association 
was formed to campaign at the impending 
elections for the protection of brahman 
religious privileges. Yet, when the votes 
were counted, it became clear that the 
brahmans were unable to poll a majority 
even in the ward in which they formed most 
of the voters. A merchant-financier, living 
in another part of the town was returned as 
their candidate. It was also in Madura in 
1915 and 1917 that K M AUadfti Rowdier, 
the notorious Muslim criminal, was elected 
from the same brahman-dominated 
constituency... (Washbrook 1977:138], 

For the Cambridge schsool, these day-to- 
day transactions among the members of 
different castes and the ‘cross-communal’ 


loyalties invalidate casta identity as such 
ss acategoryofthepolitical:'If they [castes] 
are to be regarded as political communities, 
the nature of their union is better understood 
by the metaphysician than by the political 
historian" (Washbrook 1977:127]. Thus, 
caste becomes merely an idea without any 
real existence. 3 

The metaphysical of the Cambridge school 
refuses to retreat from the political: caste 
identity was enunciated with vigour as an 
unifying category in the political discourse 
of the times. Here, the Cambridge school 
employs a different strategy to paralyse 
caste identity. First of all, after reducing 
caste as a figment of imagination, they set 
up a conceptual barrier between the universe 
of ideas and the universe of politics: “What 
is interesting to political history is not the 
ideational antecedents of the movement but 
the contemporary processes" (Washbrook 
1977:287; emphasis mine]. Given this, 
political history should devalue what is 
uttered (that is, enunciation of ideas) by 
freeing 1 it from what is achieved (that is, 
outcome), which alone is designated as 
political. For instance, referring to the Justice 
Party, Washbrook notes. “A large partof the 
non-brahman propaganda was written and 
performed by the leading Madras civilians; 
and it ought to be judged more by what it 
was meant to achieve than by what it appears 
to say" (1977:296-97). “What it was meant 
to achieve” is, of course, deduced from what 
was supposed to have been achieved. 

Such conceptual separation of ideas from 
politics is legitimised by privileging certain 
instrumental reasoning. That is. for the 
Cambridge historians, ideas arc mere means 
for the magnate-patrons and their publicist- 
clients to further their narrow interests: 

In the areaof public activity also, the magnate 
managed to preserve himself. Of course, it 
was usually with the support of magnate 
patrons that western-educated publicists 
financed their various associations, presses 
and tract societies. In these they were seldom 
more than the agents of magnate interests. 
Their endeavours were intended to highlight 
their patrons at least as much as themselves. 
That is not to deny the intrinsic importance 
of the new ideas expressed in reformist, 
revivalist and nationalist circles, which were 
the result of change in the educated 
community. But political history must deal 
more with the extent of influence and the 
effect of ideas than with the character of 
doctrines (Washbrook 1977:123]. 

Explicating further on the ‘influenc^and 
the effect of ideas’, Washbrook argues that 
enunciation of ideas simply translates itself 
into 'manpower’, to settle factional disputes 
among magnate-patrons; “Cultural 
movements, logically independent of 
politics, were dragged into political life 
because they provided a pre-existing 
organisation which was valuable in raising 


manpower’’(1977:278:esaphasismine):a» 
“...the ftct that these cultural and religiou 
movements wwe politicised in response t 
factional struggles implies that, once tt 
factional alignments or tactics changed, the 
could be depoliticised” (1977:251). 

Baker echoes the same view when h 
writes, 

On closer inspection it is clear that tbes 
protestations did not mean that the run 
population was being mobilised i 
communal blocks by caste leaden. In eac 
cate the local rural bosses were moving ' 
to grasp the new opportunities of the run 
boards and rural franchise for themselve 
and it was often useful for those displace 
by this movement to cry out that they wer 
the butt of communal campaign [Bake 
1976:117]. 

Thus, the discursive formations around cast 
identities lack a will of its own; they becom 
political only when appropriated by the elite 
to further their factional interests. In othe 
situations, they dwell in the realm of th 
cultural or the social which has nothing ti 
do with politics. 4 

In short, the disavowal of caste identity a 
part of the political is complete in the writing 
of the Cambridge school. If fragmentation o 
different castes denies caste the status o 
caste-in-itself, the way in which cuteklentir 
was supposed to have been invoked ii 
colonial'Tamil Nadu denies it the status o 
caste-for-itself. Cute identity is thus out ij 
the cold with no political put or future. 

Let us now turn to how the Cambridgi 
school writes the dravidian movements 
within this scheme of reasoning. Th< 
Justice party component of the dravidiai 
movements), which among other thing: 
sought reservations for the non-brahmans it 
government employment and in tin 
membership to legislative council and othe 
bodies, turned out to be the easiest strain 
to be explained away by the logic o 
instrumental reasoning. For then), it wax trw 
that the Justice party “spreads waveofracia 
hatred across the presidency and threatcnct 
to tear southern society apart into mutuall 
antagonistic political communities' 
(Washbrook 1977:1]. But in fact it was i 
threat which did not actualisc itself: 

...its (Justice party] attempts to erect ssocis 
and political philosophy often secmec 
confused and self-contradictory. In the 
period 1916-20, tins did not help the non 
brahman cause to develop into a maxi 
movement. Its newspapers never gained ; 
wide readership and were constantly ir 
financial difficulties. Few brand 
associations were formed and even some oi 
them bad disappeared before the legislative 
elections in 1920 (Baker 1976:30]. 

Thus, the non-brahmaniam enunciated b) 
the Justice psty wu an idea without impact 
It was empty of ideological substance and 
hence counterfeit. 
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Then, the invocation of non-bra hm a ni s m 
served the non-ideological (!)pr»ctic«l cod* 
of tbc Justicites. If Baker (1976:62) write* 
that ‘The Justice leaden had... acquired a 
patronage bank. In many case* nominations 
to local bodies, temple committee* and other 
boards were used to court MLC* and to build 
up a party of men obliged to the ministerx 
in the legislative council,” Washbrook’s 
conclusion is no different. For him, “...it 
| Justice party) represented not so much an 
attack on brahmans’ political power as 
pressure on those occupations and positions 
inmagnate network... which brahmans filled 
in large numbers” (1977:275). 

Thus, the Justice party was a group of 
western educated men who used non- 
hrahmanism in a non-ideological/ 
instrumental fashion to gain access to the 
patronage of the colonial state. As 
Washbrook sums up colourfully, 

They {Justice party Icaders| argued that 
their challenge was solely towards the 
secular, political position which brahmans 
had attained. Yet. once the brahman's 
spiritual role has been stripped from him. 
how can he remain a brahman in any 
meaningful sense? What the Justice party 
really objected to was the political position 
of certain individuals who happened in be 
brahmans... [Washbrook 1977:279; 
emphasis mine). 

The other component of the dravidian 
movement(s) in the colonial Tamil Nadu 
was the self-respect movement led by H V 
Ramosamy. The movement, as a policy, did 
not take part in such processes of politics 
which were institutionalised by the colonial 
stale in the form of district boards, legislative 
council, and elections. Simultaneously, its 
propagandist energy which problematised 
caste, religion and gender, could not be 
easily fitted into the category of patron- 
sponsored publicism. Thus, the self-respect 
movement occupied the space which is 
designated by tbc Cambridge school as the 
social/the cultural and not the political. Oi ven 
this, the history of the movement was 
constituted in the writings of the Cambridge 
school primarily by its absence.' 

However, the self-respect movement 
surfaced in their accounts, hut mostly for 
reasons other than itself. Washbrook, for 
instance, allows the movement a brief entry 
in his text where it serves as a mere heuristic 
device to affirm the Justice party as being 
devoid of any ideological foundation: 

...it would be impossible to connect the non¬ 
brahman movement of the 1912 to the anti- 
rrJigiou* Tamil *elf-re*pcct movement of 
tbc later 1920*.The self-respect movement 
rested 6n the support of these elements of 
local level culture which were slowly being 
drawn into the regional level aikures... when, 
from-the 1920s. the self-respect movement 
began to emerge, it tf lacked all groups of 
•tale-level culture, brahman* and non¬ 


brahmans alike, and thus made enemies of 
the higb-caste leaden of the non-brahman 
movement of the earlier period. In social 
composition, practical aim* and doctrines, 
the non-brahman and teif-reipect 
movement* were as differpm as chalk and 
cheese [Washbrook 1977:278). 

Bsker gives a slightly longer account of the 
movement, perhaps because it took place 
exactly during the period of hit study. He 
writes, 

in the late 1920s it [seif-respect movement] 
had gained notoriety through attempts to 
force the entry of depressed castes into 
temples and through public ridicule of 
Hindu texts which, the self-respecters 
aigucd, promoted an oppress vebrahmanical 
code, and they had gained considerable 
support through a series of carefully staged 
conferences. Yet their dependence on the 
patronage of certain leading Jutticiie 
politicians had ensured that the movement's 
radicalism remained mostly rhetorical. In 
the 1930s. however, the movement took 
deeper root in some of the towns that were 
being most deeply disturbed by economic 
change... At its annual conference in May 
1930 at Erode, the movement acquired a 
programme which went beyond the attack 
on pnestcraft and religious obscurantism 
and included equal civil rights for de pressed 
castes and for women and measures to 
redistribute wealth within society... In 1932. 
he [Periyar E V Ramasamyl visited Europe 
and Russia and returned, to the astonishment 
and honor of his old Justicite friends, as a 
fervent bolshevik. He preached revolution 
throughout Tamilnad. erected a ‘Stalin Hall’ 
to house a self-respect conference in 
Coimbatore, and gave the Self-Respect 
movement the litany thai 'capitalism, 
supersition. caste distinctions and 
untouchability must be rooted out'. In 1934. 
government started to bring him to heel. 
They jailed him fora seditious article which, 
among other things, accused the Jusucc 
ministers of 'sharing the spoils' of 
government, arrested him again for 
conniving in the publication of a 
revolutionary pamphlet, and when they 
started in early 1935 to mop up all pinkish 
organisauons in the province, forced him 
toa recantation of his bolshevik views [Baker 
1976:192-93). 

For Baker, this trajectory of events which 
marked the career of the self-respect 
movement was merely a product of the 
disturbed times produced by the great 
depression and the consequent disruptions 
in patron-client nexuses. 

n 

Our critique of the Cambridge school's 
mod* of invalidating caste identities as part 
of the political and the resultant delimiting 
narrative of the dravidian mo vemeatfs) ha* 
to begin with an understanding of bow far 
the voices of the participant* in history arc 


allowed to resonate it* narratives. In other 
words, following Renato Rosaldo’s 
(1990:104)critique of EPTbompioo, our 
question is, "...whether central concept* |in 
our case, used by the Cambridge historians) 
belong to the author or to the agents of 
historical change.” As we have seen earlier, 
the historiography of the Cambridge school 
devalued what was enunciated by tbc 
participants in history and instead deduced 
their intentions from the so-called outcomes 
of history. That is. utterances are denied the 
status of conscious acts and are treated at 
though they are without any autonomous 
domain of influence. Moreover, outcomes 
become outcomes only if they meet the 
requirement of instrumental reason. The 
implication of such mode of history writing 
is not difficult to discern. By partfly sing die 
voices of the participant* in history, it leaves 
no space for them to represent themselves 
[O'Haulon 1985:307). Inother wards, there 
can be no more histories other than what the 
Cambridge school designates as history. 

Despite such theoretical closures and 
totalising impulse, the Cambridge historians' 
own writings are full of fissure* and slippages 
which give away the surplus of historical 
processes which their framework could no* 
accommodate and hence erased or written 
uuL This surplus of history which awkwardly 
surfaces in their texts, only to be suppressed 
with swiftness, offer us the limits of their 
historiographical practice. 

Let us first begin with bow theCambridgc 
.school expels caste identities from their 
accounts. As we have noted, their first 
move towards this was to rcinscribc the 
relationship between the brahman and the j 
non-brahman as Don-antagonistic by means j 

of foregrounding and privileging the nan- < 
brahman's desire to sanskritisc. However, , 
as they proceed with their tory, what is 
represented as non-antagonism refuse* that 
characterisation and articulates itself in 
opposite terms: 

All members of the western-educated 
community now were placed in the same 
career structure and single lines of dreisatM 
between them could spin the presid en cy. 

That these lines might come to walk a 
brahman/noa-btahman division** suggested 
by • common grievance which all cd o c SE nd 
non-brahman* shared against brahman*. 
Their accredited social position was 
disproportionately low for, although they 
were performing the same secular role* as 
brahmans, they were, seldom accorded the 
same ritual and social prestige. ICgghag 
complaints against brahman arrogance, 
which no doubt could have been heard in 
sepaote localities before, began to c my 
into the provincial press [Washbrook 1 
1977:289-11 J. 

Here, Wash brook's account, for example, 
coheres with the account of the Justices 
themselves. Thatis, even their adv an c e m e n t j 
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in education and employment did not subvert 
their inferiorised identity: 

Many are the non-entities that live by eating 
the bread and wearing the clothes we give 
them and yet call us Sudan: without any 
difference... All our sa.it ras declare that there 
is but one Sami (God). But in our Dntvida 
Country all Brahmins are samis (Gods). The 
man who, in hotels, cooks and serves our 
meal is a sami; the man who supplies drinking 
water on the railway platform is a sami; the 
man who sells sweets is a sami and the man 
who cringes for alms is also a sami...There 
is no reason whatever to call an idiotic and 
obstinate Brahman a sami. Therefore let our 
students and other Tamilians give up from 
today the bad practice of greeting the 
Brahman as sami [ Dravidian . July 12,1917, 
quoted in Rajaraman 1988:60]. 

Washbrook was quick to marginalise such 
possibility of brahman-non-brahman ant¬ 
agonism. which, at a weaker moment of the 
text, almost allowed the Justicites to speak 
for themselves. Washbnxtk imme diately 
invokes images of non-anta-gonism and 
notes, 'The importance of this union of 
complaint, however, ought not to be over¬ 
emphasised. It is not necessary to like 
someone in order to work with him, and most 
of the people who were making the complaints 
were in fact working with brahmans and 
were tied to the same magnate networks as 
brahmans." Thus, the "union of complaint" 
of the non-brahmans could not find their 
elaboration within the framework of the 
Cambridge school and awaits its history 
outside. 

The second critical move of the Cambridge 
school in invalidating caste identity is through 
a representation of caste as irredeemably 
fragmented. We have already seen this in 
detail. But, as Washbrook proceeds to 
establish the so-called non-antagonism 
between the brahman and the non-brahman 
as a generalised feature of caste system as 
such in colonial Tamil Nadu, his tightly 
woven argumentation of fragmented castes 
hits its limits. He flounders when he notes, 
“...The majority of Southern sub-regional 
varan were gathered in and around the Sudra 
Sanskritic varan; Thus social mobility 
between them was possible without crossing 
any very obvious and contentious ri tual g ap" 
(Washbrook 1977:129], However, for him, 
this sudra identity in no sense signifies the 
possibility of caste being an unifying 
identity. He displaces such possibility by 
reading once again non-antagonism and 
fragmentation there: “In Madras, more 
than anywhere else to India, small groups 
were able to raise their effecti ve social status 
without causing disturbance to the prevailing 
status structure and without mobilising other 
groups or endogamou* units either in the 
status categories which they were leaving 
dr in those which they were entering" 
(1977:129). Washbrook’* evasion of the 
unifyingdimcnxkxiotsixlra identity salvages 



the Cambridge school’s denial ofborironUl 
unities in Indian politics. Despite this 
evasion, it was indeed the inferiorised sudra 
identity which constituted the basis for the 
mobilisation of the non-brahman by the 
dravidian movements). While the Justice 
party recognised that “Many are the non¬ 
entities that live by eating the bread and 
wearing the clothes we give them and yet 
call us sudras...’’, it became a keyword, 
perhaps the most important keyword, in the 
self-respectmovement’s discourse on caste. 
That history of possible unity based on caste 
identities, which is consciously written out 
by the Cambridge school, needs to be written 
in. 

The third move of theCambridge historians 
towards disin vesting identitiesof substance 
is to denude the political of the influence 
of ideas. They, as we have noted earlier, 
conceptually separate the social and the 
cultural from the political; ami ghettoise 
ideas in the former. As the Cambridge 
school’s narrative of history unfolds, the 
separation of spheres, however, comes under 
strain and sets the limits for what could be 
their version of history: and the repressed 
ideas return surreptitiously. An interesting 
illustrationhere will be Washbrook’s portrayal 
of G Subramania Iyer’s political career: 

G Subramania Iyer had been a prominent 
nationalist agitalorin (he 1870s and 1880s... 
But he had quarrelled with his colleagues 
over social reform and had virtually 
outcasted himself by allowing his widowed 
daughter to remarry. As a result he had been 
excluded from the inner sanctum of 
Mylaporc, he had failed to be made a 
Congress president - which his work for the 
early Congress deserved - and he had been 
unable to enter the tight world oflegislative 
council and bureaucratic politics. Through 
the 1890* and early 1900s. he remained a 
penurious publicist, while his previous 
associates became powerful politician* 
[Washbrook 1977:245], 

Thus, one of the most promising member* 
of the Mylapore faction lost his share of 
colonial patronage for taking up social 
reform. In other words, his marginalisation 
in the Cambridge school’s version of the 
political is a result of his stance in the so- 
called social. But Washbrook has to bypass 
such interrelationship between the so-called 
social and the political so as to keep his 
framework intact, and he does. Instead of 
exploring the interface between the social 
and the politic aL hedisplace* one’s attention 
on to Iyer’s later political style: “In 190f, 
he aimed his polemics against Mylapore and 
drew a following from young and poor 
members of the intelligentsia, students, mill 
workers, ‘jutkawaliahs’ and other similarly 
frustrated elements...” (Washbrook 
1977:245], 

While what Washbrook displaces cr does 
not analyse about Subramania Iyer tells us 
about the need to write a different history 


by accommodating the rote of ideas and 
breaching (he boundary between die sdfcial 
and the political, what he writes of Iyer's 
political style too affirms the need for a 
different history. That is the history which 
was not informed by Cambridge school’s 
instrumental reasoning alone, but alto 
informed by the politics of jutkawaliahs et 
at, who are disparagingly characterised as 
people without any political agency, 
“Jutkawaliahs, subject to constant police 
harassment, factory hands, in the difficult 
state of assimilation into an tnban proletariat, 
and student*, without material worries, could 
be drawn into violent demonstrations without 
much difficulty and particular cause” 
(Washbrook 1977:249; emphasis mine]. 

Ill 

There are voices within the Cambridge 
historians’ texts which are kept subordinated 
and await articulation and elaboration. These 
voices viewed caste identity as sites of 
oppression and hence of unity. To recover 
thexe voices is to recover the surplus of 
history which the Cambridge school’s 
historiography shuts out. 

The First move towards recovering these 
voices is to have a critical understanding of 
the authorised colonial public sphere, which 
is valorised by the Cambridge school as the 
site of the political. Of colonial south India, 
for instance, Washbrook writes, 

‘Government’ was omnipresent in the life 
of colonial South India. Whether we 
examine the newspapers, the letters, the 
autobiographies, the pamphlets or the hooks 
of the peiiod, repeatedly we find references 
to the power, promise and peculiarities of 
the entity known as government. The 
avaricious begged its favour, the ambitious 
its confidence, the pious its protection and 
the nationalists its self-destruction 
[Washbrook 1977:25]. 

Similarly, for Baker, bis period of study is 
a period of “councils, ministers, and 
electorates’* (1976: xi). 

Despite such descriptions by the 
Cambridge school which foregrounds the 
colonial public sphere, the government- 
native interaction under colonialism did not 
and could not approximate anywhere close 
toeven the bourgeois public sphere, ‘asphcrc 
which mediates between society and state, 
in which the public organises itself as the 
bearer of public opinion’ [Habermas 1974: 
49], First of all, this sphere of politics was 
based on the denial of citizenship for the 
colonised, a necessary condition for 
colonialism as a system of domination to 
sustain itself. Given this, the authorised 
colonial public sphere was confined to a thin 
layer of die colonised, that is, sections of 
the indigenous elite. Take for example, the 
legislative council election of 1920inMadrw 
province. Even according to Baker, ‘Usny 
event it did not take many votes to win an 





Section. A million and a quarter qualified 
or the franchise... and there were divided 
ito 25 district corntituencies. The turn-out 
i rural arcar was very low, averaging 23.R 
er cent throughout the province, and thus 
iree to four thousand votes were enough 
,>r victory. The best strategy for a candidate 
vos to win the support of men who could 
ommand many votes in a locality...’ 
1976:33-36)/ And even this elite was 
■ndered largely inarticulate by means of 
olonial laws such as the press acts. 

As much as the colonial public sphere was 
narrowly constituted sphere based on wealth 
nd education, it too wax conxtitued by the 
ogic of co-option. Wasbbrook’s neo- 
olonial reading of this sphere brings this 
sitcleariy: ‘Bythe 1910s,theclasxiccolonial 
todel of imperial master and native subject 
/as rapidly losing its appropriateness in the 
on text of the Madras state system. Indians 
/ere involved actively as well as passively 
a the highest processes of government' 
1977:61). 

The colonial public sphere was restricted 
nits scope and substance not merely because 
if the djjRamicx of colonialism, hut also by 
he very character of the indigenous elite 
elio participated in it. Without being 
nlormcd by notions of substantive 
ili/.enship, it was an elite who were, by and 
urge, unwilling to relinquish their traditional 
nodes of semi-feudal authority, and hence 
ailed to speak for a broader public. "The 
ipper castes, especially the Brahmins found 
hat their intelligence and application brought 
hem nch rewards but at the same tune did 
tot entail any obligation which would run 
ounter to their traditional ways ol living. 
Dtey could live comfortably | uncomfortably'.’ | 
n iwo worlds, the secularised, modernised 
itmosphere of their places of work which 
lid not affect their everyday domestic and 
ocial life. The law along with teaching and 
lie civil service were professions which 
hey could well adopt and yel not infringe 
heir caste and ritual prohibitions” 
Snnivasan 1970.1X4. sec also Pandian 
994:2 41.’ 

The implication of this dual existence of 
lie elite participants in the colonial public 
plicre can be understood in terms of what 
v'ancy Fraser (1992:131-32) writes about 
he private-public divide “The rhetoric ot 
lomestic privacy would exclude some issues 
•nd interests from public debate by 
•ersonalUing and/or familialismg them; it 
jsis these as private, domestic or personal, 
am i li al m atteix in contradistinction to pub) tc, 
Political matters The rhetoric of economic 
•rivacy. in contrast, would exclude some 
ssues and interests from public debate by 
conomising them; the issues in question 
icre are cast as impersonal market 
mperatives... In both cases, the result is to 
nclave certain matters in specialised 
liscurxive arenas and thereby to shield them 
rum broadly based debate and contestation. 


This usually works to the advantage of 
dominant groups and individuals and to the 
disadvantage of their subordinates.” In the 
context of political elites in colonial Tamil 
Nadu, the privacy was not merely domestic 
or economic, but more inclusive so as to 
accommodate issues of religious and caste 
practices; and hence its disempowering 
implications were more acute and expansive. 

Importantly, this already restricted and 
qualitatively insubstantive colonial public 
sphere was further narrowed - this time, 
discursively - by the Cambridge school. The 
contestations and alternate points of view 
which got expressed, in whatever limited 
manner, in this sphere were erased by merely 
recruiting those events, which can he 
interpreted by means of instrumental 
reasoning, as political, and by denying any 
validity to participants' self-representations. 
Thus, the sphere was represented as 
homogeneous, with its tensions being 
characterised as nothing other than 
unprincipled scramble for colonial patronage. 
We shall return to this point a little later. 

The problem of confining the political to 
this authorised colonial public sphere by the 
Cambridge school will become evident as 
we compare it with bourgeois liberal public 
sphere of the west, which wax founded on 
a more accommodative (though by nomeans 
tree trom problems) notion of citizenship 
compared to the colonial situation. The 
point to be underscored here is that, even 
the bourgeois public sphere could not 
accommodate thepoliUcsof the subordinated, 
ha example. Fraser, masympatheticcritique 
of Hahcrmas. notes, "...the problem is not 
only that Hahermas idealises the liberal public 
sphere but he fails to examine other, non- 
lilwral. non-bourgeois, competing public 
spheres. Or rather, ll is precisely because he 
fails to examine these other public spheres 
that he ends up idealising the liberal public- 
sphere" [Fraser 1992 115. see also Eky 1990 
and 19921. Proceeding further. she elaborates 
her point thus- “ .. members of subordinate 
social groups - women, workers, people of 
colour, and gays and lesbians - have 
repeatedly found it advantageous to constitute 
alternative publics I propose tit call these 
subaltern countcrpublics in iirdcr to signal 
that they are parallel discursive arenas where 
members of subordinate social groups invent 
and circulate counterdiscourses to formulate 
oppositional interpretations of their identity. 
in (crests and needs" {Fraser 1992 1231 One 
need not belabour the point (hat this critique 
of the hourgcoise public sphere will apply, 
in a more acute fashion, to the colonial 
public sphere, which is qualitatively and 
otherwise restricted in scope, under the 
domination of the colonial slate and based 
on the denial of citizenship to the colonised. 
In the rest of the article, I will suggest how 
the category of subaltern counterpublic can 
recover those histories of caste identities and 
of dravidianmovement!*), which fell victim 


to Cambridge school’s historiography. 

Our explorations into the histories and 
the politics of subaltern counterpublics, 
which arc rendered voiceless by tbe 
Cambridge historians by assuming their 
politics as that of clients without will, has 
to begin outside tbe colonial public sphere.* 
To step outside tbe colonial sphere which 
was institutionalised in "councils, ministers 
and electorates”, is to step into a sphere 
saturated with the politicsof everyday life, 
where caste, among other inferionsed 
identities, was experienced. It was a sphere 
populated with ‘agraharams’ which denied 
access even to depressed class members of 
the legislative council (Cbandrababu 
1993:4); temples which kept lower caste 
devotees either outside or at a distance 
fHardgrave 1969:30, 121-5); railway 
restaurants which had separate dining 
arrangement for brahmans (as late as 1941); 
hotels which did noi entertain non¬ 
brahmans: private buses which did not 
permit depressed classes to travel 
(Chandrababu 1993:73,83): men who, 
given their lower caste status, were denied 
the "right to ride a bicycle on the public 
street of tbe village, to eat )n the coffee 
hotel, to conduct marriage procession, and 
often even for a presumptuous... boy to 
attend the village school [Hardgrave 
1969-160; emphasis mine). Thus, in this 
domain, caste as well as other inferiorised 
identities were inescapably present as 
experience ' We may mention here, the 
self-respect movement functioned exactly 
in such a domain outside, the authorised 
colonial public sphere. As a Congress 
weekly Desabandu put it in 1929: 

Everyday the nuisance created by the self- 
respecter* menaces hrvonti tolerance. In 
trains, holds, river and lank-beds, on the 
roads and everywhere they seem u oe active. 
They have been charging ,nabusive language 
the Brahmans, religions, temples, idol 
worship, incarnations, puranas and isthatas 
and., religious marks oi symbols 
[Chandrababu 1993:1321 

And the public speeches, pamphlets, 
literature and newspapers of the self- 
respecters spoke incessantly of experience 
of taste oppression, which is in sharp 
contrast to Washbrook and Baker who 
found government everywhere Recovering 
such politics of experience will be our first 
move towards recovering identities as part 
of the political 

But experiences of oppression do not in 
themselves automatically constitute a public 
based on a common identity: it is instead 
formed through multiple and complex 
mediations Writing of public sphere. Etey 
gives us a feel of such mediations. 

The public sphere . derived only partly 
from the conscious demand* of reformer* 
and their articulation iMo government More 
fundamentally, il presumed the prior 
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transformation of social relation*, Ihcir 
condensation into new institutional 
arrangements and the generation of new 
social.cultural and polilical discourse around 
this changing environment. In this sense, 
conscious and prugrammatic political 
impulses emerged most strongly where 
underlying processes of social development 
were reshaping the overall context of social 
communication. The public sphere 
presupposed this larger accumulation of 
socio-cultural change [Hey 1990:14[. 

Such conceptualisation affirms a number 
of things which are denied by Cambridge 
historians. Firstly, ilcollapses the separation 
between the political and the socio-cultural 
and establishes their interdependence as part 
of a wider notion of the political. Second, 
it shows that identities are not pre-given, but 
are constituted over time through a range of 
processes. In other words, one has to write 
thchistories of how identities are formed as 
part of the political, instead of looking for 
them as pre-existing categories of politics 
- as Cambridge historians have done in 
denying validity tocaste. Finally, it recovers 
the enunciation of ideas as an important part 
of publics as well as of the process of such 
publics being constituted. 

Within this conceptualisation of how 
experiences of oppression, through complex 
mediations of words and deeds, arrive at 
subaltern counterpuhlics. we can now address 
a range of questions about caste identities 
itnd the history of the dravi dian movements), 
which have been silenced by Cambridge 
historians. For instance, if Baker and 
Washbnook constitute the history of the self- 
respect movement primarily by its absence, 
it is now possible to unravel the story of how 
the movement began its campaign against 
hrahmanism by working initially through 
associations of different castes, attempted 
with lime a non-brahman front on the basis 
of the common sudra identity, and finally 
arrived at a critique of caste system as such 
[Kexavan 1990 79-811, and how itscampaign 
was carried to even small towns and villages 
through numerous journals such as Kudi 
Arasu. Revolt. Vedikundu. Tamil an. 
Kumaran, Puthuvai Murasu. Chandama- 
rulham. and Suyamarivathai Thondan 
(Kcsavan 1990:128], countless books and 
pamphlets which included translations of 
Robert Ingersoll's rationalist/positivist 
writings and the publications of (he l.ondon 
rationalist association [Chandrabahu 
1993:131-35. 149|. staging of plays 
(ibid: 127-29), a battery of puhlic speakers 
whose skill is much remembered and spoken 
of even today, and retiding rooms and 
gymnasia located in different parts of the 
Tamil-speaking areas. It will, among other 
tilings, be a history of utterances whose 
materiality is mere fiction for the Cambridge 
historians Such recovery of sell- 
representatum will give us a different 
account of the authorised colonial public 


sphere too. Debates within it will no longer 
signify merely instrumental reason, but 
ideology as well. Thus, we can situate the 
conflicts between the Justice party and the 
Congress in a broader realm of politics which 
accommodates ideas as part of the political. 

If the Cambridge school fails to find caste 
identities because it treats them as pre-given, 
its privileging Of incomplete mobilisation 
based on caste identities (caste as fragmented) 
as a means to representcaste as non-political, 
too would get a different reading. Here, one 
needs to bear in mind that one is talking of 
publics and not communities: 

‘...the concept of public differs from that of 
a community. “Community" suggests a 
bounded and fairly homogeneous group, 
and it often connotes consensus. “Public,” 
incontrast.emphasisesdiscursive interaction 
that is in principle unbounded and open- 
ended. and this in turn implies a plurality 
of perspectives. Thus, the idea of a public 
cun accommodate internal differences, 
antagonisms and debates better than that of 
a community [Fraser 1992:141 nj. 

This open-endedness of publics basically 
means that they not only unify participants 
towards a consensus, but also simultaneously 
allow for dissensions. In publics which are 
constituted on the basisof specific identities, 
these dissension will, at an important level, 
be hased on the problems arising out of the 
criss-crossing of several identities which 
define tjhc participants contingently in the 
publics - caste, class, gender, language etc. 
In short, publics will ever be marked by 
fragmenting and unifying tendencies and 
the mobilisation will always remain 
incomplete. This site of incompleteness wil I 
be the sue to explore the totalising or non 
totalising character of publics in terms ot 
how inclusive its conception of politics is, 
rather than a site to deny identities and 
horizontal mobilisation any role in the 
political, as has been done by the Camhridge 
school (Wolpc 1988|. Thus recuperating 
identities, we can now, in the specific context 
of the dravidian movements), raise issues 
like how far the sudra identity unified while 
other identities such as class set the limits 
for the movement(s); in what manner the 
politics of the sell-respect movement which 
problemattsed several identities based on 
caste, gender and religion, came into conflict 
with the Justice parly, which foregrounded 
merely the caste identity, and the Congress, 
which waited for independence to talk at all 
of inferiorised identities in any subsist live 
manner. 

Our account gives the impression that 
subaltern counterpuhlics are discrete and 
have nothing to do with the authorised 
colonial public sphere - a separation which 
seems similar to Cambridge school's 
separation of the social and the political. But 
they arc not: while (hey arc characterised by 
their own autonomy, they also influence and 


get influenced by other publics. To quote 
Nancy Fraser 

1 am emphasising the comestatory function 
of subaltern counterpuhlics in stratified 
societies in part to complicate the issue of 
separatism. In my view, the concept of n 
counterpublic militates in the tong run 
against separatism because it assumes a 
publici.it orientation. Insofar as these arenas 
are publics, they are by definition not 
enclaves, which is not to deny (hat they are 
often involuntarily enclaved. After all, to 
interact discursively as a member of public, 
subaltern or otherwise, is to aspire to 
disseminate one’s discourse to ever widening 
arenas [Fraser 1992:124]. 

This imbrication of spheres is where one 
can write the history.of contestations and 
collaborations among different political 
formations, some functioning in the colonial 
public sphere and others outside: why F. V 
Ramasamy, the founder of the sclf-rcspccl 
movement, supported the policies of the 
Justice party even as he was then a 
Congressman: why the self-respect 
movement attacked the Justice party for its 
compromises for the sake of power, even 
while it endorsed a part of its agenda; why 
the Justice party had to endorse the agenda 
of the self-respect movement as it was 
losing grip overthc colonial public sphere. 
why the Justice party leader W P A 
Soundarapandian. under the influence ol 
t V Ramasamy. tixik to the programme ol 
‘desanskrilising’ the already ‘sanskritising 
Nadars and 'Harijan' welfare... Cambridge 
school's valorised colonial puhlic sphere 
becomes thus only apart of the political and 
not the whole. Further, no longer can one 
write its history without the history of what 
lay outside it. 

Such dtalogics of the publics, subaltern 
or otherwise, return the mind to history 
return inferiorised identities as a basis ot 
contcstatory politics; and provide a space to 
recover the history ot the dravidian 
movements) both in and outside the logic 
of instrumental reason. In other words, what 
is repressed by the Camhridge historians can 
now return to the centre-stage of the political 
After all, such dialogics was pervasive, .re 
the sigh of relief which M P Stvagnanam 
in his role as a Congress harijan seva sangh.i 
propagandist, experienced in the curly 1930s 
will show us: 

In those days, the self-respect movement 
had good influence among the educated 
harijan youths of Madras slum*. Several »! 
them took F V Ramasamy's words a* sacred 
Because of that, some of them would barge 
into my meetings and pose questions. Thev 
would insist on an answer. Due to these 
troubles, [I should say] my good opinion «t 
the Self-Respect Movement suffered. But. 
as I was in charge of Harijan Seva Sangli 
publicity only for a year, l was relieved from 
the troubles of the Self Respecters soon 
[Sivagnanam 1974:8.1], 
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Notes 

|An earlier version of thin paper was presented 
at (be Thirteenth European conference on South 
Asia, held at Toulouse. August 30-September I, 
1994. I am grateful to the participants in the 
conference and Anandhi S, Venkatesh 
Chakravarthy, J Jeyaranjan, A S Paneetselam, 
Jean Racine, Padmini Swamrnalhan and A R 
Venkatachalapolhy for their comments which * 
helped me in revising it.) 

t U I confine myself to caste identity alone .id 
this paper, it is because that alone was taken 
up for analysts by Washbmok and Baker. 
This, however, does not mean (hat the 
dravidian movomenUs) did not address the 
question of other identities. In fact, the self - 
respect movement strand of the dravidian 
movements) took up issues of gender, reli¬ 
gion. language and nation, apart from caste 
[see: Anandhi 1991; Pandian 1993; Pickering 
1993, and Venkatachalapathy 19901. 

2 We may note here that, for Washbrook. 'Brah¬ 
man dominated hierarchy' is not a (iroblcin 
of power and powerlessness/dominatton and 
subordination. 

t Anotlier way in which the Cambridge school 
reduced caste as a mere idea is by represent - 
tng it as afiction invented by the colonial stale 
onthe basis of misrccognition of Indian reality 
[Baker 1976:176; and Washbrook 1977:269j. 
This has been already pointed out by 
O' [Union (1985:307) in her critique of Cam¬ 
bridge historians. 

4 The discursive separation between the .social 
and the political has different biographies in 
colonial India and these are yet to be recov¬ 
ered in history writing. For instance, while 
oppositional movements played upon the 
distinction and sell-represented theinsdhe* 
as located in the social so as to guard their 
polities from the colonial authority, tire co 
lontal State, given Us ideological baggage ol 
civilising' the colonised, responded less 
rulltlessly towards the so called social move¬ 
ments. 

< The sell-respect movement was launched 
by 1-; V Kiuna-amy, idler lie bioke ranks 
with the Indian National Congiess Ills 
active sojourn in the Congress came to an 
end in N'ovemher 1925 when two ol his 
resolutions seeking 'communal representa 
tion were disallowed in Ihe Kancheopuram 
conference of the Tamilnad Congress 
TTtervafler, be declared his political agenda 
to he no god. no religion, no Congress, and 
no Brahman'. (ChidamparHnar 1981. 
Vi.sswanalhati I9*)t3: and An sir an 1980). 

6 Even it one concedes that mobilisation in 
elections was vertical, the poor turnout figure 
given hy Baker hituscll show's the limits to 
such mobilisation. Often, such poof turnout 
tu elections is read as lack of cilirenship 
ideals among the natives. In fact, it was not 
and they indeed had constituted other sites 
to articulate their polities [SabaU 19921. 

7 Pertwps,Stoddard'sfollowtngdcscnf«mn will 
give us a flavour of the divided self of the 
political elite participating in the colonial 
puhhc sphere. 

S Snnivasa Iyengar, Congress President for 
1927, returned from Gauhaii to he greeted by 
'Vedic Brahmans from Mylapore and 
Trtpltcafte who offered puinakumbam.,.aud 
chimed one or two vedic hymns appropriate 
to the occasion.' At abtnit the same time 
S Satyamurtt, aa important Brahman ( oa- 
gieasman and lieutenant of Snnivasa Iyengar. 


acted as chief defence counsel for the 
Thmrvaaa-malai temple authorities against J 
S Kannapar. editor of the Justice newspaper 
Dravidian. Kannapar charged the Brahman 
temple authorities with having unlawfully 
prevented him from entering the temple. M 
K Afluya, a swarajist member of the (Central 
legislative Assembly, became involved in 
the issue of social reform, notably the pro¬ 
posed legislation relating to civil marriages 
and the age of consent to mare age. During 
1926 be had founded the Brabmana Maha 
Sabba, which actively opposed social reform, 
and its meetings were chaired frequently by 
C V Venkataramanalyengar, yetanotberpromi- 
nent Brahman swarajist [Sloddart 1975:53], 

8 AccordtngtoRanajitGuha(1992:305),‘With 
the subaltern domain surgically removed from 
its system, all initiative other than what 
emanates from the colonisers and their col¬ 
laborators strictly ntlrd out. all elements ol 
resistance meticulously expelled from its 
political processes, colonialism emerges from 
ihn historiography as endowed with a hege¬ 
mony which was dented to it by history [sec 
also (iuha 1982:5-6). 

9 In foregrounding experience, 1 have no in¬ 
tention of treating it as prediscuraive As Joan 
Scott (1991:797) has argued, 'Experience is 
at once always already an interpretation and 
something dial needs to he interpreted. What 
counts as experience is neither self-evident 
not .straightforward; it is always contested and 
always therefore political... lipcnencc is, in 
this approach, not the origin ol our explana 
turn, hut that which we want to explain This 
kind of approach docs not undercut potiucs 
hy denying the existence of subjects; H in¬ 
stead inteirogaies the process of their cre¬ 
ation...’ Such an undemanding of experience 
does evict what tire Cambridge school 
dcnigrades as "ideafionaJ" or "mailer of 
psychological perceptions" from the analysis 
ol the political, but instead treats it as an 
important part ol the political. 
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Alternative Approaches to Locating the Food and 

Nutrition Insecure 

Work in Progress in South India * 

Lawrence Haddad 
Kimberly Chung 
P Yasoda Devi 

This paper reports on the design of a multidisciplinary, collaborative project intended to make food and nutrition 
security systems more viable. The objective of the project is to identify 'alternative' indicators that can be used in 
food and nutrition monitoring and evaluation systems. 

ALTHOUGH India contains at least 215 monitor food security during the course of is the identification and use of indicator* 
million hungry people [Gopalan 1992], programme operations. This enables that are valid and reliable and yc 
Indian famines arc a nightmare of the programme design to be more responsive to straightforward and inexpensive to colleci 
put'. 1 Famine mitigation has been due to the changing causes and patterns of and analyse. This is one of the lesson* 
the combination of a number of factors: undernutrition. derived from the last 10 years of experience 

food production which has kept up with Thcsecalls for more targeted and flexible with food and nutrition monitoring an*, 

population increases, government buffer approaches to the promotion of food security surveillance systems world-wide |Tuckc 
stocks of grain which have stabilised are not easily addressed. There are severul et al 1989]. However, a recent globa 
foodgrain prices, democracy and a free reasons for this. First, targeting is politically inventory of food security and nutritior 
press to give the rural poor a voice, the controversial. Eligibility criteria can create monitoring systems indicates that policy 
existence of relatively efficient inter- incentives among those who administer makers and implementors in developing 
regional grain markets, the availability of programmes to ‘rcnl-seek’ by taking countries have found many of th* 
informal consumption credit, and a set of advantage of unenforceable criteria, recommended ‘traditional’ indicator, 
explicit famine-relief policies such as rural Legibility criteria can also provide difficult to incorporate into ongoing 
public works programmes (Dreze 1988; incentives for households to misrepresent information systems | Kennedy am. 
Bidingcr et al 1990). While this array of their circumstances, such as reporting Payongayong 19911. Too often indicator, 
food policy instruments has proved female-headship when this is not the case are* laborious and expensive to colic* i 
effective in helping to averting acute |Jain 1992]. The unpopularity of those difficult to analyse and interpret, and o 
undernutrition, many economists - inside who write eligibility criteria into law and limited use in early warning or targeting 
and outside Ihc government of India - feel are charged with administering them can related policies 
that the current level of food security could have political consequences, particularly 

be achieved with less strain on public since the non-eligible are likely to be the I 

expenditure if policies were more targeted more politically powerful. Finally, the very Project Objectives and Overview 
totheundemourished(Govenunentoflndia term 'targeting' has become politically 

1990: Ravallion and Subbarao 1992. Jha charged, in large part due to the family For this work we define food security a* 

1992:Dev, SuryanarayanaandParikb 1992: planning drives of the 1970s in which a state in which there is an availability »■ 

Bapna 1991; Harriss 19911. targeting was interpreted in terms of the sufficient food at all times for all people 

The economic policy reforms currently number of individuals touched by a to ensure an active and healthy life 

underway in India are likely to provide the programme rather than whethcror not those Sufficient food refers to both Ihc quanlil) 
government with greater incentives to raise individuals would have benefited most from and quality required for good health. The 

the cost-effectiveness of social sector the programme [Gupta et al 1992J. term ‘food security’ has been used al the 

spending. Public sector expenditure on Second, even if an accurate and national.regional.community.household 
poorly targeted programmes will become . inexpensive indicator of undemutrition and individual levels (Maxwell 1990]. The 
less easy to justify on economic grounds in were found, targeting and monitoring can research reported here will aim to develop 
the face of fiscal austerity measures that still be costly. Specifically, both require food security indicators at the household 
typically accompany economic reform theregularcollectionofaccuraleaiidtimely individual, and village levels, 
packages [Parikh 19921. data on household food security, an activity Nutrition security is defined as the 

One means of potentially raising the cost that may cost more than the savings appropriate quantity and combination o 

effectivcncssoffoodsccurityprogrammes promised by targeting. Moreover, for an inputs such as food, nutrition, and Jicaltl 
is to target programme resources to indicator to be integral to undernutrition services, and caretaker’s time, to ensure ar 
households and villages according to the reduction schemes, the information active and healthy life at all times for al 
policy objective being pursued. For generated must be acted upon. If the people. Food security, therefore, is i 
example, a familiar strategy is to minimise associated interventions prove to be necessary, but not sufficient, condition fra 
the severity or depth of undernutrition by expensive to execute, tben the tradeoff nutrition security. Nutrition security 
targctingthemostscvereiyundcmourished. between the costs of indicator collection indicatorswillbedevclopedattbcindividual 
If the objective is tominimisc the incidence and the benefits of the indicator collection level. 

/*• of undemutrition, then the optima! strategy arecvenmoreunccrtain[Haddad, Kennedy Given these,definitions, the overal 
X i* to target all individuals just below the and Sullivan 1991). • objective of this study is to field lest ant 

!' foodpoverty line [Ravallion 1990], Another Therefore, given political will, the document the validity and reliability oi 
f way of improving cost-effectiveness is to cornerstone of a viable monitoring system alternative indicators of food and nutrition 

l ■ 
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security in the Indian semi-arid tropic* 
(ISAT) The proposed set of indicator* will 
include biological and socio-economic 
variables that arc typically collected by 
international or national research stations, 
as well a* some easily collected alternative 
indicators. 

Supporting objectives intlocfc:. 

(1) To assess the ability of a set of ‘generic’ 
indicators (indicator* which an: not unique 
to a particular setting) to locate food and 


this review informed an empirical analysis 
of extant data from seven different settings 
from fourcountries (Bran!, Ghana, Mexico, 
and ihe Philippines). 

The literature review and ihe empirical 
analysis generated a set of allemative 
indicators that were successful in locating 
the food insecure in a number of different 
settings. Because of their generalisahility. 
this group of indicators is called the 
’generic’ set. Although many of these 


Fkjijke 2: Cow.tmiw Dlaoeam Shown® the 
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Indicator set A: (ieneni indicators that do not 
work well in term.* of ability to locate the 
food insecure at low cost in the four 

villages. 

Indicator set B. (ienenc indicators that work 
well in terms of ability to locate ihe food 
insecure al low eosi in the four villages. 
Indicator set (': Indicators unique lo the four 
villages which work well in lenaa of ability 
lo locate Ihe food insecure at low cast 
Indicator set I): Indicators unique to the four 
villages work well in terms of ability to 
locale ihe food insecure but NOT at low 
cos! 

indicator* may be able u> locate the food 
and nutrition insecure in Ihe ISAT. the 
usefulness of each generic indicator for 
this area may only be determined through 
field testing. Field testing may also (c veal 
a set of indicator* which aie 'unique' lo 
the study area. Such indicators may perform 
well in certain regions, but have little 
meaning elsewhere. In India a possible 
example of a unique indicator might he 
‘caste’ or 'number of male children'. 
Finally, the most appropriate set of 
indicators is detcimined by the cost 
effectiveness o( putting the indicator into 
use. Since cost of indicator collection will 
vary by location, the set of cost-effective 
indicators are called the 'location-specific' 
indicators. This set may contain indicators 


nutrition insecure households, women, and 
pre-schooler* in the ISAT. 

(2) To develop a set of generalisablc 
guidelines for identifying indicators which 
are 'unique' in locating food and nutrition 
insecure groups in the IS AT. and to identify 
that ‘unique’ set. 

0) To assess the ability of the ‘unique’ 
indicators to locate the food and nutrition 
insecure, particularly in relation to the 
'generic’ set. 

(4) To assess the costs of collecting the 
generic’ and 'unique' indicators and to 
determine a set of ‘location specific’ 
indicators which are both accurate and coet- 
o(Tictent in locating the food and nutrition 
insecure in the ISAT. 

The Alternative Indicators Project was 
initiated through an extensive literature 
survey on indicators of food security. In turn 
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which arc either generic or unique. Above 
alt, however, these indicators are both 
accurate and cost efficient. 

Figure 2 shows a conceptual repre¬ 
sentation of the three sets of indicators. The 
generic and unique sets are shown to be 
mutually exclusive but variables from either 
setmaybecost-efficient Thissetofaccurate 
and cost-efficient indictors forms the 
‘tocation-specific set’. It is this set that forms 
the basis for cost-efficient targeting and 
monitoring. 

In terms of generic indicators, the 
literature review suggested a number of 
relatively simple indicators which have 
proved effective in locating and tracking 
the food insecure. The central message of 
the empirical analysis reinforced this 
conclusion. Compared to more complex 
indicators, such as household income 
level, indicators such as number of unique 
foods consumed, region, dependency 
ratio, household size, rooms per capita, 
incidence of illness, vaccination status, age 
at weaning, drinking water and sanitation 
facilities - all coded with only two or three 
different values - weft able. either singly 
or in combination, to identify households 
and pre-schoolers at risk. The indicators 
that located food insecure households in 
several datasets from developing countries 
are: 


- Household size 

- Dependency ratio 

- High percentage of pre-schcxilcrs 

- Region 

- Rooms per capita in home 

- Quality of drinking water and sanitation 
facilities 

- Land area cultivated and owned fin rural 
areas) 

- OccupationAenancy status 

- Number of unique foods consumed or 
available 

- Subjective perceptions of participant as to 
quality of diet 

- Number of missed meals. 

Indicators that located nutrition insccutc 
households in several data sets from 
developing countries include: 

- Age of pre-schooler (low for low wt/ht 
z-score, high for low ht/age z-scorc) 
-Incidence/duration of illness (self-reported) 

- Vaccination records 

- Improved water and sanitation facilities 

- Use of improved fuel for cooking 

- Characteristics demanded in food 

- Households' opinion about quality of diet 

- Number and type of unqhw foods consumed 

- Region 

- High age of weaning 

- Income from remittances 

- Dependency ratio 

- Crop-tenancy status of household 

- Number of income sources. 


Table 2: Summary Statistics kw Study Vii i aohn 


Characteristic 

AurepaHe 

Dokur 

Shirapur 

Kansan* 

4 

Location 

Mahabubnagar, Mahabubnagnr, Shotapur, 

Akola. 


Andhra Pradesh Andhra Pradesh Maharashtra 

Maharashtra 

Distance from Hyderabad 

70 kma south 

125 kms south 

o 

‘-A 

1 

I 

528 kms north-w 

Rainfall (general)* 

Unassured; 

Unassured; 

Unassured; 

Assured; 


630 mm 

630 mm 

630 mm 

890 mm 

Total rainfall in 1992 

428 mm 

578nun 

319.4 mm 

450.6 mm 

(monthly standard 
deviation)* 

(38.72) 

(57.11) 

(36.17) 

(94.78) 

Soils* 

Red Soil; 

Red Soil; 

Deep black 

Medium deep bit 


Low water 

Low water 

clay soil; 

clay soil; 


retention 

retention 

High water 

Medium water 




retention 

retention 

Major crops* 

Khanf 

Khanf 

Rabi sorghum, 

Cotton, sorghum, 


sorghum, pearl 

sorghum, pearl 

pigeon pea and mung bean, piget 


millet, castor. 

millet, castor, 

minor pulses 

pea and wheat 


paddy, pigeon 

paddy, pigeon 




pea, groundnut pea, groundnut 



Number of households 

476 

313 

297 

169 

in 1975* 





Number of households 

664 

464 

451 

292 

in 1989-90* 





Per cent labourers" 

31 

24 

33 

32 

Dominant caste groups* 

Rcddis 

Reddis 

Maralhas 

Mali 

, 


Dt langurs 

Maralhas 

Per cent literate 1 ' 

15 

16 

17 

34 

Average landholdings (ha)* 1 

3.53 

2.62 

6.53 

6.1 

Percent of male adults 
in landless/small farm 





households consuming 
< 50 per cent RDA 
for calories (lean season) 1 

7.3 

0 

1.4* 

1 8* 

Per cent of female adults 





in landless/small farm 
households consuming 
<50 per cent RDA 
for calories (lean seasonp 

23.9 

29 

7.1* 

2.0* 

Per cent of children age 1-3 
in landless/small farm 
households consuming 
<50 per cent RDA 
for calories (lean season T 

46.2 

42.9 

35.3 

27.3 

Median per capita net 
income (Rs) 7 5 -78 M 

238 

389 

365 

518 

Sorghum price 1992 
(Rs/kg) 

(monthly standard 

3.76 

n/a 

6.13 

n/a 

deviation)* 

(0.35) 


(0.53) 


Pi geonpea price 1992 
(Rs/kg) 

(monthly standard 

8.06 

ll/a 

10.02 

10.92 

deviation)* 

(1.47) 


(1.01) 

(0.49) 

Daily wages* (men) 
agricultural labour force 
(Rs/7 hr), 1992 

21.8 

n/a 

23.3 

17.6 

Daily wages* (women) 
agricultural labour force 

> 




(Rs/7 hr), 1992 

12.0 

n/a 

12.1 

8.5 


Notes: * Unpublished I0R1SAT data, 
a Walker aad Ryas (1990: 4). 

b Information for Aurepalle and Dofcur from 1971, KanzaraaadShrnpur from 1961. [Ryu el 
1984: 67 J. 

c Information for 1977-78. [Ryu et ai 1984:9$|. 

d Data are averages from 1975-78. [Asokan, Bbasket Ran, and Mohan Ran 1991: JO), 
e Data are averages from 1975-78. (Ksfrisagar 1983:35). 
f Data are averages from 1975-7!.[Bhende 1983: 
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Source: Walker and Ryan (1990). 

II 

Project Sit* 

The ICRISAT villages are not located in 
the most undernourished stales in India 
However, the villages provide a unique 
opportunity for the study of rural food 
security The Alternative Indicators Study 
is able to take advantage of (i) the high level 
ot trust between the villagers and ICRISAT 
enumeration team; (ii) the accumulated 
human capital of the ICRISAT enumeration 
team, and (iii)lhc longitudinal scries of data 
»n consumption and income which constitute 
tire- Village (xvel Studies (VLStdata | W alkcr 
and Ryan 199(1] 

The longitudinal dimension is important 
lor the indicators analysis hecausc food and 
nutrition monitoring systems have two 
important functions: 

111 Identification of the food and nutrition 
insecure; 

(2) Identification of those households or 
individuals that move in and out of this 
classification over time. 

The two functions are, of course, 
interrelated, to the point that the definitions 
»f food and nutrition security iccome 
contentious. For example, consider two 
households: Household 1 falls below the 
undcmuirition line one-out-of-four times 
over a two-year period; and Household 2. 
which dop* not fall below the line, but has 
“ lower average caloric adequacy than 


Household 1. Which household should be 
considered the more food insecure? If time- 
series inhumation is available, the answer 
to this question depends on the definition 
of food security adopted. There are under 
three alternativedefimtionsoffood security: 
(1) (he ability of a household to slay above 
a nutrition threshold: (2) the potential of a 
household to fall liclow that threshold; and 
(3) the ability of a household to recover from 


falling below that threshold. Under the first 
definition. Household 1 is classified as more 
food insecure, but under the second and third 
definitions, it is ambiguous which household 
is more food insecure If only cross-section 
information is available, only the first 
definition of food security can be utilised 
Moreover, the classification of Household 
1 as food secure or insecure will depend on 
its caloric adequacy at the time of the cross- 
section. These definitional considerations 
are extremely important in regions that 
experience severe seasonality 

Past Data CoUJicTio.* Rh-okts 

The six VLS villages have been the subject 
of study for almost 20 years at ICRISAT. 
Past studies can be grouped into three 
categories; (1) the 'Old VI .S' studies; (2) 
the 'New VLS' study:and(3)lhe ‘Six Village 
Nutrition Study’ The Old VLS data 
constitute an economic time-senes collected 
from three villages over a 10-year period. 
1975-85 (Aurepallc, Shirapur and Kanzara) 
and three villages over? period of two years 
(Dokur. Kalman and Kinkhcda) The Six 
Village Nutrition Study consists of four 
enumerations of nutrition information during 
1977-78 on the Old VLS sample The New 
VLS data consist of three enumerations of 
economics data on an overlapping sample 
of the households in the six Old VLS villages 
(12 Old VLS households plus 36 new 
households per village), collected during 
1989-90. 

Choice of Study Sample 

The size and composition of the sample 
was selected to (1) maximise the use of the 
Old VLS tunc senes for an analysis of 
structural factors affecting current foodar.d 


Tabu 3: Inmvu>uai.s (’ovEKfcD uv Si-rvfs Mow't ks 



Dokur and Ranzara 

Aurepallc and Shirapui 

Module 1: Household rosier 

Module 2: Education 

Module 3: Migraliun 

Module 4: Occupation 



Module 5: Housing 

all households ta the sample 

Module (i: laud 

Module 7; Income generating assets 
Module 8: Durables 

Module 9. Credit 



Module 10: Expenditures 

Module 11: Dietary recalls 

all tadivtduals 

all individuals 

Module 12: Pood frequency 

all women 

all women 


bdi < 6 years 

tods < 6 years 

Module 13: Anthropometry 

all women 
inis < 0 yean 

ah ukhvahuL* 

Module 14: Morbidity 

ail females >10 years 
all children < 6 years 


Module 15: Breast feeding 

all mothers ot partially or compfcsety hrenitfed children 

Module 16; Reproductive history 

all females married or engaged 

Module 17: Vitamin A food frequency 

aU children < 6 years 
mother of the child 



ftS 
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FWurb 4: The Need pc* an Accurate Bhnoblarx pc* Indicator Comparison 


Traditional Indicator 


•4-► 


Alternative Indicator 



Accurate Benchmark 
of 

Food Security 



Fkiure 5: Overlap op Households with a Certain Indicator Characteristics and 
Households That Are Foe® Insecure 


Set of food 

insecure 

households 


I si Misidii 
rnc.i ■! • 



Inclusion 
error (II) 


4 - Set of households 

with indicator value 


nutrition security: and (2) maximise intra¬ 
village variability With regard to the first 
objective, the three-village Old VLS time 
series contains a household-level time path 
of the economic status of 120 households 
over 10-years. In addition to the Old VLS 
time scries, the Six Village Nutrition Study 
provides a 15-year-old nutrition baseline 
for individuals in the 240 Old VLS 
households. The children in this data set 
are now adolescents and adults and may- 
have separated into families of their 
own. Combined with a present-day follow¬ 
up of the same households, these data alio w 
us to compare nutritional status and 
economic well-being during childhood and 
adulthood. 

To maximise the number of cases on 
which longitudinal contrasts may be 
performed, it was necessary to (1) re-survey 
as many of the Old VLS families as possible: 
and (2) survey the households of individuals 
who have separated from the original Old 
VLS household (‘spin-off families’). An 
investigation of the spin-off families 
required an increased survey burden in 
each of the Old VLS villages so the number 
of villages investigated needed to be 
reduced. Visits to the six villages in March 
1992 indicated that a four village study of 
Kinzara, Shirapur, Aurepalle and Dokur 
would be both feasible and desirable. 
Kalman and Kinkbeda villages were 
dropped from the sample s inee agricultural 
conditions in Maharashtra were found to 
be more variable between districts rather 


than within districts. Specifically, rainfall 
patterns (andhence crop performance) were 
quite similar in Kanzaraand Kinkheda; yet 
they varied considerably from those found 
in the dry Sholapur district where Kalman 
and Shirapur were located. In the 
Mahabubnagar villages, the significant 
variability in cropping patterns and 
irrigation practices prompted us lo retain 
both villages (Aurepalle and Dokur) in the 
sample. 

To maximise intra-village variation, the 
sample was expanded beyond the Old VL.S 
sample and their spinoffs. Specifically, the 
New VLS households were included and a 
few 'Non-VLS' families were added to bring 
the sample up to 80 households in each 
village. In total, 320 households were 
surveyed from the four villages. 

The criteria for the selection of the sample 
are as follows. Within each village all Old 
VLS families with children less than 18 
years of age were included in the sample. 
These households were selected since the 
children of these families were pre¬ 
schoolers at the time of the original nutrition 
study. In addition, spin-off families (those 
that separated from the Old VLS households 
since 1984) were included to enhance the 
sample size for inter-generational analyses. 
The new VLS households were included, 
regardless of family composition, in order 
to take advantage of the 1989-90 economics 
survey of these households. Finally, ‘Non- 
VLS’ households (less than 11) were 
random fy chosen from a list of landless and 


small farming families which had more thi 
two pre-school children. These familii 
were given priority to ensure that we hi 
a sufficient sample of pre-schoolers. 

Timing op Survey Rounds 

The semi-arid climate of the VLS villagi 
results in seasonal variations in ft* 
production, labourdcmand, and puTchaxir 
power [Behnnan 1987). In the four stuc 
villages, the timing of cropping cycles ar 
labour demand differs significantly. V 
therefore chose to survey during roun< 
which represent periods of (1) high fix 
production and high labour demar 
(‘peak’); and (2) low food production ai 
low demand (‘lean’). In addition, due 
the interaction between morbidity ar 
nutritional status, a 'medium productioi 
high morbidity’ round was included. 

Food security at the village level 
expected to be low following harve 
periods. During these times, staple cto| 
arc abundant and prices are relatively lo\ 
During the period preceding the harves 
however, food stocks are low and the prii 
of staple crops rises. For large farme 
who have ample stocks, food avaiiabilu 
is not aproblem at this time. But for sma 
and medium farming households fix 
security can be problematic since fix- 
stocks have usually been exhausto 
Landless households are expected lo 1 
particularly vulnerable since they mu 
purchase grain at market prices if they a: 
not paid in kind. The form of payment 
usually dictated by employers and 
dependent on the market worth of the cro- 
If. for example, prices arc high, employei 
tend to pay in cash; if prices are low the 
tend to pay in kind. 

Tabei 4: Frequency Distribution oe Serum 
VrTAMIN A AND HeMOOI OB1N LEVELS POR PrE 

Schoolers in Aurepalle and Shirapur. 

Round 1, 1992 


Biochemical Indicator 
(pre-schoolers) 

Aurepalle 

Shi rep 

Serum 

< 20 ug/dl 

8 (1ft) 

16(4' 

Vitamin A 

> 20 ug/dl 

41 (84) 

17(3 

Hemoglobin 

c 10 g/dl 

21(41) 

13(3' 


> 10 g/dl 

30(59) 

20 (ft 


Not*: Figure* in parenthesis are percentages. 


Tabel5: Frequency Distribution ofSeriim 
Vitamin A and Hemoglobin Levei s po» 
Mohers in Aijrbpalie and Shirapur, 
Roqnd I, 1992 


Biochemical Indicator 
(mother*) 

Aurepalle 

Shi rep 

Seram 

<20 ug/dl 

2(3) 

6(H 

Vitamin A 

>20 ug/dl 

60(97) 

49(1" 

Hemoglobin 

< lOg/di 

7(11) 

11 (2f 


>10 g/dl 

56(89) 

44(«( 


.. " -L! . 1 

Not*: Figure* it panathaai* are percentage*. 






Tabic l shows the (lining of each round 
i die lour villages us well as (he timings 
l'harvests and labour demand. Tile survey 
Minds lire not necessarily concurrent across 
llages because peak and lean seasons are 
>i identical in all villages. 

B.M'K(iHOIiNI) lNIOHM/M|OS 
ON SlI'IIV Vn.l AOI'S 

The study villages are located in three 
sinels in two states. Dokurand Aurepallc 
e located in Maluibubnagai district in 
ndhra Pradesh, Shirapui is in Sholupui 
strict. Maharashtra, and Kan/ara is in Akola 
strict. Maharashtra (Figure d).Thc village 
onomies are based on ruin-led agriculture, 
it lainfull is low and is particularly erratic 
Mahabubnagar and Sholapur districts 
able 2). Indeed, as Walker and Ryan 
990:221) stale: 

What distinguishes the SAT from mine 
humid environments is the high incidence 
ul rainfall-related production risk If 
insuiance markets were complete, c.ipilal 
maikels allowed households to save and 
hoi rim to smooth income variability, and 
(mure markets gave information on prices, 
nsk would not he a source of concern in a 
cotinliv a.< large as India. 

In terms of overall welfare, Aurepallc is 
e woi si off village. In Aurepallc. per capita 
coinc is lowest and the percentage of 
iidlcss individuals who are not meeting SO 
i cent ot their energy requirements is 
idlest Aurepallc ts characterised in Walkci 
id Kvan as "poorly developed and 
bsisteiue-oriented. with a high degree ot 
asonaltly and substantial relative and 
i.ulutc poverty" | Walker and Ryan 
(90 297| Howcvci. according to the 
'77 78 nutrition study, mean caloric 
cipiacy is under 100 per cent tor most 
tlie year in all villages except Ksm/arj 
(he hot dry season in Aurepallc. mean 
lone adequacy is a mere 70 per cent 
.'alkcr and Ryan I WO 2751 Micro 
irienl adequacy is even less satis factory. 

1 lour villages have mean nutrient 
equal y well below 101) per cent lot bet i 
loicne and ascorbic acid In jildition, 
iicpallc has low intake levels lot 
.inline, iron, and mac in while Dokur lias 
•v consumption of calcium, thiamine, 
ic iii. iron, and riboflavin, 
n Aurepallc. Shirapur and Kan/ara, the 
trition data have not been updated since 
7X In Doknr. nutrition data from 10X5/ 
fX7 show sustained improvements in 
ergy and nutrient intake, hut thev are not 
"inpamed by eonconutanl ini teases ill 
iglil lor-ageandweiglitTor-hcight This 
|'i likely reflects n lack of improvement 
non-food health inpui levels such as 
irhidily and time intensity ot activities. 
Walker and Ryan (1990) stale that most 
the explained variation in dietary intake 


and anthromponictry in 1977-78 was due to 
inter-regionul and inter-village differences. 
They, therefore, maintain that nutrition 
interventions should he undertaken at the 
village or regional level. In terms of 
indicators, (he obvious implication is that 
the collection of poverty and food and 
nutrition indicators is most efficiently 
conducted at the village or even regional 
level, but not at the level of the house¬ 
hold or individual For example, they state 
that’ 

The results in (bis chapter show how- haul 
il is in establish centralised guideline- lor 
targeting beneficiaries for subsidised poverty 
alleviation progiamines. such as the 
Integrated Kuial Development Programme 
(IRDI’J, in poor dryland larming com 
imimlies. in Aurepallc. membership in the 
harijan community would be an effective 
marker nt low economic status; in Kan/ara, 

landlessness would likely he as good as any 
olhei criterion to identity endemic poverty 
III the Village, and lastly, in Shirapur. one 
would be hard pressed to suggest an indicaloi 
that efleclivelv sheds light on the shades ol 
poverty in the village 
Wdlket and Ryan further suggest III al the 
case lor nnlrilmn laigcting of young 
clnldieii is strong, hut not lor adults Again, 
the mafortty ol the variation in adult 
nutrition slams and loud intake is line to 


inter-village, as opposed to intra-village, 
variations. Instead. Walker and Ryan are 

muchmoreenthusiastic about sell-targeting’ 
public works interventions such as the 
Maharashtra Kmployment Guarantee 
Scheme (MhGSi 

There are. however, a number of 
compelling reason' to continue the search 
lorappropnatehousehold-lcvel indicatiits 
inlhcSAT. First.the VI.S nutrition surveys 
did not specifically measure the nutritional 
status of pregnant and lactating women, 
nor those individuals over fit) (due to small 
sample si/es in the latter case) It is likely, 
therefore, that heterogeneity in food 
security within and among household' i> 
under-estimated by the 1977-78 data 

Seci uid. nutrient intake varies considerably 
by |ier capita expenditure level, further 
emphasising the heterogeneity in nutrient 
consumption within villages This is clearly 
demonstrated by the response of the mtcro- 
nutricnl intake of children under the age of 
12 to increases in househohi per capita 
expenditure For example, nutrient per 
capitaelastiutiesforcaktum. beta-carotene 
and ascorbic acid ale 0 55, () 51 and 0.44 
respectively. This result is reinforced by 
the signifi'-alit (although quite small tn 
magnitude) positive link between land 
h. 'Id mg s and household energy and nutricni 
consumption. 


Im,I|N I XIWI'I I S III Tl I.W \Mi Slid I’IXS! IsiXl VUiRS -’ll Bf Tl-'IK* 61 1 '(•!■ 
..I Dm \ Col I Kilos MlTII'HviirHiY 


Altcinnlisc liHhcalors 

Mruuiir.il in 

S»vicc i»f liulicaioi 

Fihnograptiy 

(low Indiialor 

Survey PR A 

lVpi’inteiu v ratio 

Number ot meal' 

Smictur.il 

XXX 


lOiwmicil/tlay 
lltwisehokl i«U‘nnlk\J on 

Flow 

XXX 

XXX 


village map .c< ‘at nsk' 

Xumber ol dilleienl foods 

i low 


XXX 

lisuxl on ilu*n 

i low 


Disabled person living 
in house 

Purchased new rlotlio.' lor 

Structural 

XXX 

XXX 

XXX 

Diw.di 

Flow 

__ _ .. . — -- 


ICHU 7 CiiSSI (M'lM IS <11- Kntl .Ms* Al«>ITIoS rSIM-R Sll'WHOfJS I* lln.ll CS1. I ■<* A ssi* lenos 
bush- is mi Aithcnaiivi ssn Iraouiosm tsim mors 


t ’nob-servost Association NsTnalitninal lndicnot 
and Benchmark _ 




High 

1 i'W 



Scenario 1 

Scenario ' 

Observed svvsocTaUon between 

Migli 

Adoption of ailcmal ive 
indiealor; lower cost, 
ispully accurate 

Adoption ■•( ahenutne 
mdicalor.t*’'ser cod.hot 
i.squally ia*uir.4c 

traditional indtcator 


Scenario 2 

Scvoano 4 

and lower-cost aftematne 

law 

N«m adufOtm of Alk*nw(ivo 

Non »rtop«ioiii«ra8enw 

indicator 


indicator, lower on*. Nil 
in* curate 

native indicator, town 
rod. but not eoough 
inlurnuarontodrtermine 
whether an improwmeot 
over trulHiemd indium's 
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Third, household-level indicator* from (be 
bait of viHage-level indicator*. Fourth, the 
eligibility of self -targeting programme* such 
aa the MEGS may have to be reatricted 
(perhapa baaed on a food aecurity indicator) 
in the face of downwardly flexible nominal 
wagea in the villager [Walker and Ryan 
1990:148], For instance, if there is political 
pressure to offer a MEGS wage at a level 
just below the labour market wage, uni venal 
eligibility may be financially infeasible 
[Reddy 1993]. 

Finally, conditiona in the villager and the 
regioni have changed in the 15 yean aince 
the laat nutrition etudy. Do the mechaniamc 
which reduced the variability in nutritional 
statu* among bouse bo Id* still exist? 1 This 
question is all the more relevant aa these 
mechanisms - public and private - will 
probably experience increased stress aa 
India's economic adjustment package is 
implemented.' 

Ill 

Field Testing 

Sukvby 

Both economic and nutrition records are 
being collected in all villages. Table 3 shows 
the various modules collected ineach village. 
Since the overall objective of the study is 
to identify the mostsimple indicators, it will 
be noted that several modules offer 
overlapping information. Dietary adequacy, 
forexampk. is assessed by several different 
methods: 24-hourdiet recall, food frequency 
and food expenditures. 1 * Each of these 
methods requires different enumerator skills 
as well as different respondent skills. Each 
method will also require different amounts 
of time for collection and analysis. 
Accordingly, the coals of indicator collection 
and analysis will vary. 

Aside from testing the efficiency of 
different data collection method*, the survey 
module* also try to keep the form of the 
alternative indicators as simple as possible. 
For example, income level will not be 
calculated for each household. Rather, the 
number of income source* and interruptions 
in household income flows (for instance due 
to unemployment) will be recorded for each 
household. 

Table 3 also shows the coverage of each 
module in each village. Individual-level data 
collection is more detailed in Aurepalk and 
Shirapur. White we would have preferred 
to collect detailed data on all persons ijttfae 
sample, financial constraints precluded such 
acomptuficnsive survey. Wp have, therefore, 
focused our nutrition and liealtfa question* 
on females and children. The focus on 
children is not new. but the focus on women 
who are not mothers is. This focus reflects 
e growing recognition that women contribute 
significantly to household food production. 


and in many eases are the sole providers 
of food. In such cases it becomes important 
to understand that women's health status 
plays an important economic rote within 
the household and may therefore have an 
impact on food and nutrition security 
beyond that associated with reproduction. 
To atesid making a priori assumptions that 
men and boys are not included in the 
vulnerable groups we will also perform 
gender-related contrasts for alt age groups 
in Shirapur and Aurepalle. 

Qualitative Data 

In addition to the survey data, the project 
team alto collected qualitative data in two 
villages. Shirapur and AurepaUe.’ The 
qualitative data are collected with parti¬ 
cipatory rural appraisal (PRA) modules, 
season-specific village-level ethnographic 
reports, and six case studies of selected 
families in Aurepalle and Shirapur. This 
information will (1) provide qualitative 
support for the information produced by 
the survey. (2) help develop unique emic 
indicators of food and nutrition security, 
and (3) help develop a procedure for 
determining emic indicators from quali¬ 
tative information. 

Large surveys are often justly criticised 
for being inappropriately designed and 
disrespectful of local knowledge. One way 
of countering this criticism is to improve 
the design of surveys and treat respondents 
with the re* poet they deserve. Another way 
of countering this criticism is to employ 
data collection methods that encourage 
researcher* to listen to, and learn from, the 
respondent* [Chamber* 1991J-Specifically. 
PRA data collection embodies the principles 
of 'optimal ignorance' (not trying to find out 
more than is needed) and 'appropriate 
imprecision ’ (not measuring more accurately 
than is necessary for practical purposes). 

The use of PRA techniques offers the 
possibility of obtaining a holistic picture of 


bouaebokWtmily/oosnmunity food security 
interactions while reducing the coat* of 
data collection. The application of the 
approach to nutrition and health is relatively 
recent [Bentley 1988] and has been mostly 
limited to project development and 
evaluation. Recent research experience 
focusing on the complementary nature of 
qualitative and quantitative methods for 
evaluating health and nutrition flatus has, 
however, proved to be quite successful 
[Paolisso and Regmi 1992]. 

To ex pi eve the use of PRA as a research 
tool for generating indicators, four different 
PRA exercises are being conducted 
concurrently with the survey work. To 
prepare for this venture, a joint team from 
twoBangakresbasodNOOs, MYRAD A and 
Outreach, conducted a week-long training 
workshop to teach the investigators various 
PRA method*. The four exercises chosen for 
the study are village mapping, food chart*, 
women’s activity charts, and seasonality 
charts. Two investigators on the Aurepalle 
and Shirapur research teams have special 
responsibility for conducting exercises. 
Village mapping is used to identify 
households that are at 'very high risk' and 
‘no risk' of food and nutrition insecurity as 
defined by the villagers. Essentially, the 
method involves asking a group of villagers 
to draw a map of their village. Typically, 
the map is drawn on the ground using 


Tasis 10: MtacLASsmcAncw or Tut Food 
Iteacuu wrm thb Althihativb Imdicato* 


Fond Insecure as Defiant 
by Tndhiaeai letfiamr 

Food insecure as 

Ye* No 

defined by abenutivc 
indicator 


Ye* 

ft b 

No 

c d 


Note: a » Numheruf household* urpre-schoolee< 
classified as food insecure by hath die 
tradiOonsl ud alternative iadtcakas. 


Tails t: ALTMKATmlimicATC* Showing Pbsfbct Association with TxaWTkinai Indkato* 

op FortiSscwrY 



Traditional Indicator of Food Security Toed* 

AJtenutrve Indicator of 
Food Security Tercite 

Low Food Security 

Medium Food Soconty 

High Food Security 

Low food security 

100 

0 

0 

Medium food security 

0 

100 

0 

High food security 

0 

0 

100 

Tails 9: Aitsxhattvi Inwcato^that Show* No Association with TtAomoNAi 
lmcAToaos Food Seruairr 


_Tradmoil Igftam n. Fred St ante Iote _ „ . 

Alternative Indicator of 
Food Security Tercile 

Low Feod Security 

Medium Food Security 

High Food Security 

Low food security 

33.3 

33.3 

33.4 

Medium food security 

33.3 

33.3 

33.4 

High food security 

33.3 

33J 

33.4 
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Tangoli * (coloured powder) provided by the 
investigator*, a larger group of villager* is 
then consulted in order to identify household* 
which are' very highrisk’. This identification 
cxercif e U conducted separately far men and 
women in order to measure gender- 
differentiated perceptions of risk. 

The construction of food charts is done 
at the household level. The key informant 
is each household should be the person in 
charge of <*• 'controlling' the food supply. 
The informant is asked to picture the foods 
currently consumed by the household. No 
attempt is made to standardise the number 
of foods reported by the informant; the fact 
that an informant wishes to list three types 
of sorghum as opposed to one may be a 
valuable indication of diet diversity. The 
informant is then asked to place ten beans 
in a column above the food item most 
consumed, and one bean on top of the food 
item least consumed. Consumption of other 
foods is ranked in relation to (he number of 
beans in these two columns. Women's 
activity charts arc strut tuned in an identical 
fashion, but the respondent is asked to list 
activities undertaken instead of foods 
consumed. 

The fourth PKA method used is the 
seasonality chan This method is conducted 
with small groups (differentiated by gender 
and caste) to understand the yearly 
changes in rainfall, harvests of two main 
staples, food consumption, male and 
female labour demand, childhood illness, 
and women's illness. In a scheduled caste 
area, separate groups of men and women 
arc asked to make a picture of how the 
above aspects of village life have varied 
throughout the past 12 months. The gn>up 
is asked to place 10 beans of tuie colour 
in a column above the month in which a 
particular characteristic <e g. rainfall) is 
most extreme. The group is then asked lo 
place one bean on top «>t the month in 
which the characteristic is least evident 
This exercise is then repealed with a 
group of higher caste villagers lo capture 
intru-village heterogeneity in perceptions 

t )nce completed, indicators fr<*m each of 
the exercises may be constructed. For 
example, the number<>f items listed by ibe 
food preparer on tbc food chart can !>c 
constructed and compared with the survey 
variables. From the village map, we can 
construct an ernic indicator of whether or 
not a household is identified as 'at risk' 
by the villagers. These indicators may be 
compared with the traditional, clic 
indicators derived from the survey 

ETHNOtULAFUt 

In a further attempt to learn how villagers 
interpret the terms ‘hunger' and ‘food 
insecurity'. an ethnographer has been placed 
in Shiraput and AurcpaUe for the duration 


of each survey round. The ethnographer 
uses in-depth interviews, key informant 
interview*, focus groups, and participant 
observation to conduct six household case- 
studies as well as vtllage-Ievel profiles 
each round. The case study work will be 
used to develop unique, emic indicator* of 
food and nutrition security. There indicator* 
will be compared with the etic indicators 
produced by the survey. 

Although the case study method i* meant 
to be fluid and unstructured, general 
guidelines for the ethnographers have been 
developed. The guidelines include the 
following topics: 

(1) What are local perceptions of ‘health' 
and 'food security'? What community, 
household, and individual resources arc 
required lo obtain health and food security? 
Does this vary by sex and age? 

(2) Within this community*, what arc 
traditional early signs of 'food insecurity' “* 
How are ‘high risk' households nr individuals 
identified by local people? 

(3) What is a ‘good quality’ diet?In limes 
of plenty or scarcity, how does this diet 
change and what are the consequences of 
change'* 

(4) What has been the experience of local 
people regarding fluctuations in food or 
nutrition insecurity' 1 What factor* arc 
perceived to be responsible for these 
fluctuations? How do rural households cope 
with threats to fond or nutrition security'* 
what do people do to protect foodfnutriliun 
security’’ 

(5) What is the decision-making process 
within the household with rcganl to achieving 


food/nutrition security or respondig 
problems in its attainment? Who mat 
specific decisions, bow are retourc 
alloc aled/rc allocated? What is the bargauu 
power of different family members? 

Once collected, the qualitative data • 
be entered into word processor files a 
analysed using a software text retries 
programme. Zy-lndcx. Data entry a 
analysis will proceed concurrently withdi 
collection, to allow for the identification 
promising unique indicators that can 
further investigated In addition. mdtcaU 
that are identified in the first and seen 
rounds a* potentially useful can 
incorporated into the survey in round ' 

Sebum Analyses 

In order to provide objective beochma 
of micro-nutrient adequacy. *cr. 
measurements of vitamin A and iron sta 
are being collected for pre-schoolers : 
their mothers The collection and aaaly 
of these biochemical indicators is mi 
possible through collaboration with i 
National Institute of Nutrition (NIN) 
Hyderabad Thus far, tbc data collect] 
has been quite successful given the usi 
difficulties of gaining compliance in bk 
studies. In Sfairapur. 12 per cent of i 
possible sample (n = 109) were cover 
and in Aurepalle approximately *5 pero 
of the possible sample (n * 132) « 
covered. This high level of coverage s 
achieved fur a number of reasons: 
ICRISAT s excellent rapport with 
villager*, (u) the presence of affcyttc 


I'a*i sir IHvismovv (*■ Mim i acvwotidn Inmixa as Amust to 
ImvnsM stkja or Ai T»-aN*Tivf Inmiato** 


Mtsdassilicaiion Index 

formula 

Comm ret i 

Sensitivity 

a/ta+O 

Propmnw of food insecure (tradamaal w*rwnr) 
identified u food insecure by aNetutow redrewre 

Prior of exclusion 

k-J (a-K i 

f’mporuoa of food insecure fmdmoaal ladicMnrl 
tdeanfied as food insecure by Murejtnr indacaM 

Specificity 

d' (bt-di 

I’mpcrtsoa of food secure (tiadnional iihrnmr) 
identified as food sow by afcesaanve ladbcmw 

t->n>f ot nuhivion 

tv(hfdj 

Pmportio* of fond secure (uadn tonal ladscasar): 
identified as food secure by ah creative uubcUcv 

Positive predictive value 

aS lath) 

Proportion of food secure by ahenMrvr BHhcsaoi 
who sse food secure fUadiimaaf tadiaaar] 

Vgnuve predictive value 

d I (c*dt 

__ Proportion of food insecure by nhenuttre refbcM 
who are loud insecure (treduxiaal mdscsSar) 


Smurf Tucket rial t!9*9). 
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Household cue cut off 

Sensitivity 

Specificity 

Ponttrv* 

Predserere Vjtoe 

Negnaw 


Percentage 


H4 

14.1 

66 3 

496 

25.7 

hi 

214 

43.4 

53 0 

212 

Kt 

440 

295 

514 

J90 

HI 

699 

19,6 

63.5 

125 

H9 

•0.1 

V4 

656 

10* 


lor tree consultations wilh rcs| «indents, and 
(iii) the professional conduct or the NIN 
personnel. 

Hemoglobin samples wen- annly sed using 
die filler paper technique developed by NIN 
ININ Annual Report I9X6|. Vitamin A 
samples were analysed using a variation on 
die mtcro-fluommcirn. technique reported 
in Siva Kumar (1977). Preliminary results 
from the first round indicate dial 49 percent 
of the pre-schoolers sampled in Shirapur 
have marginally low levels of serum vitamin 
A (< 20 g/dl), and W per cent have deficient 
levels of iron (< 10 g/dl Hb) (Table 4)." In 
Aurepalle. iron status is pool among 41 per 
cent of (he sampled pre-schoolers, although 
vitamin A deficiencies are not alarmingly 
high (16 pet cent) Among the mothers 
sampled, scrum hemoglobin levels are low 
in .Shirapur. but not overwhelmingly so in 
Aurepalle (Table S') 

IV 

Analysis I tan 

A useful indicator can locale the food 
insecure while being reasonably inexpensive 
to collect Past efforts to evaluate indicators 
have (ended to locus on locating the food 
insecure rather than estimating their 
associated costs |Glewwc and vandcr Gaag 
I WO: Glewwe and Kanaan I WO. Haddad 
andKanbur IWI l.Thc Alternative Indicators 
Project is making a serious attempt to hiok 
at both sidesofthv coin: the ability to locate 
the food insecure, and the relative costs of 
collection 

Abiiiiv tolas in- tin Pood Ksh'ini- 

FIoh ami Strw'lHinl Indicator* 

The indicators that arc generated Irom the 
household survey, the PRA excrc i>e. and the 
ethnographic case studies can he classified 
into two broad categories, indicators that 
change values frequently (such as the number 
of unique foods consumed) and those that 
do not (such as landholdings or quality oi 
duelling 1 Tile former class oi indicators, 
the 'flowindicators'.maybcusetulmeasures 
of short-term fluctuations in lood secunty 
It. for example, a flow indicator moves 
downwards and settles at a lower hound, it 
may serve to herald changes in tile latter 
category ot ’slock' or 'structural’ indicators 
Ncgativcchanges in the structural mdn a'.ors 
arc likely to indicate risk of jcuic 
undernuiritiim. 

The flow and stock indicators can he picked 
upbe all three data collection mctlmdologics 
(Table 6) From the survey, one errmx-secturn 
allows us to examine different* across 
households in terms of flow and stock 
variables and make inferences about single 
households over time With three cross- 
sections >aer .» month period wc can 



examine changes m llow imliculoia and 
possibly some changes in structural 
indicators for households over lime. Using 
the VI.S time scries we can compare current 
food security with fluctuations in structural 
variables over the past 15 years. We can 
also compare the infant-to-adolescent 
changes in food security of individuals 
wilh fluctuations in structural variables 
over the past 15 years. 

Traditional Indicators 

A significant limitation of any study that 
seeks to identify and evaluate alternative 
indicators of food security is that the analysis 
relies upon comparisons of the alternative 
indicator with the traditional indicator. A 
close association between the traditional 
indicator and the alternative is therefore 
useful only when the tiaditionsl indicator 
is accurate at measuring food security. 
Ideally we should compare the alternative 
indicator with a true’ measure of tooil 
insecurity, hut there is no single, accurate 
benchmark for this. Figured illustrates the 
problem. 

The implications of this problem for 
indicator adoption are shown in Table 7. 
Under scenarios I and 2 the traditional 
Midis.ili>rs accurately reflects the Ixmchinark. 
and it is useful to compare the alternative 
to the traditional indicator. Under scenarios 
1 and 4. Iht usefulness of the identification 
exercise is diminished since the traditional 
indicator does not reflect the 'true' lood 
security situation. 

Tlie traditional indicator of food energy 
deficit is caloric intake divided by calorie 
requirement In order to increase the 


correlation between this indicator and the 
true bqiunohxerved food security situation, 
we (i) undertake two repeated 24-lumrrccttII 
xurveya within each round; (ii) colled three 
raundx of 24-hour recall data: (iii) construct 
calorie requirements based on age. weight, 
sex, physiological status, and a three-scale 
classification of activity patterns; and (iv) 
construct a variable which broadens the 
concept of food security beyond that of 
calorieadequacics Specifically, we will 
construct a variable which incorporates the 
concept of dietary quality using our measure 
of micro-nutrient adequacy. For example, 
we propose u benchmark for household 
food security in which households that 
meet XO per cent of the calorie RI)A in 
addition to XO per cent of vitamin A and 
iron are classified as food insecure 

Traditional indicators of vitamin A anil 
iron security a Iso tend lobe hascdondiclary 
intake. However, unlikeenergy measures ol 
food insecurity, blood serum analyses ol 
vitamin A and hemoglobin serve a» 
benchmarks against which we cun validate 
the traditional indicator. 

Measures of Association 

There are anumher of methods devaluate 
the association between traditional and 
alternative indicators: two-way tables (what 
arc the main characteristics of lood insecure 
verses food secure households ’ ), correlation 
coefficients (both continuous and rank), 
factor analysts, cluster analysis and 
regression analysis. However, all ol these 
methods have limitations for our purposes. 
Our prclcrrcd techniques are overlap 
analyses fwhat per cent ol households or 


I o»i i 11: Sm-.ti i-or Ku okmv, I ii-ms Ku ivani to rut- F-snMATtos ns Cow <*■ Varks-s 
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1 atvur < 'tests Associated wnli 1 >.ila ('ollcclion 

Suriev Module 

PRA Module 

l-Jhnocraohv 

Time Tune 

t nil 

Time Tune 

Unit 

Time Time l lad 

1 ’ml 

Cost 

Unit 

Cost 

Una Cosl 


Development o| instmmcnls 
Training 

Collection ol data 
Monitoring data cdkcM 
Stqvmsing office work 

lulling data • 

Creating data entry shells 
Data entry 
Data cleaning 

L fjgfe<>t Suppli es hi -Data <'otkidon. Data Analysis __ 

Quant Unit Unit Quant Unit Unit Quant t'ns t 'nil 

} Cud Cost Cosl 

Data analysis 
Hardware purchases 
Stationery 
Survey supplies 
Fuel 

Per diems 

Repfoductive/ciuufiiuwcution 
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pre-schoolers in sin indicator group are 
ftHxl or nutrition i nsccurc ?) nod the closely 
related classification analyse*. 

The flaw* in the discarded technique* are 
not always obvious. For example, in the 
ease of two-way tables, the investigation 
of the characteristics of households 
classified as food insecure is suggestive, 
but it begins with the premise that these 
households have been (treated For instance, 
the knowledge that 40 per cent. 30 percent 
and 20 percent of households in (he lower, 
mkkllcand upper calorie adequacy tc relies, 
respectively, have unimproved drinking 
walcrsuggcsls that this is a useful indicator, 
but wc have to make the furllicrcalculaiion 
(hat 44.4 per cent of households with 
unimproved drinking water ure in the 
bottom (etv i loot calorie adequacy Inothcr 
words, it is difficult to rank indicators Irom 
these tables. 

Correlation coefficients Itclwccn conti 
nuous indicators arc subject to cxltcinc 
values. Thi* can he corrected to sonic cxlenl 
by looking ai correlation of ranks. 
Nevertlieless. high conclation coefficients 
could arise due Inclose association hcl ween 
indicutots at the upper ciul of (he caloric 
adequacy distnhuuon. and wc are more 
interested in the lower end ol the distribution 

Fas lor and cluster ana lysis techniques do 
n.il work well with categorical values, or 
continuous variables lhal are mil normally 
dismhulcd. For variables such as household 
si/c. income, food expenditure, and ealoric 
adcquacy. factor ami cluster analyses are 
use I u I identifying patterns among 
indicators. Factor analysis is concerned 
with ideiiiifying indicators with common 
variances In this way we could search lor 
vanahles which load heavily < >nio tin- same 
lac lor as lire traditional indicators Cluster 
analysis is concerned with grouping 
households on the hasi» of similarities 
across a set ol measured variables In this 
way we could select the most food insecure 
cluster and examine us profile in terms of 
the alternative indicators. 

Overl ap analysis i* used by Glcwwe and 
van dcr Gaag (19901 to measure the 
association among various poverty 
measures. HssenUally, the technique asks, 
what percent of households or individuals 
possess mg a certain indicator characteristic 
are also food insecure households or 
individuals? In Figure 5 this percentage t* 
represented by area B over area B+C Area 
A represents the magnitude of exclusion 
error, or the food insecure set that t> not 
identified as such by the indicator. Area 
C represent* the magnitude of inclusion 
error, or the food secure set (hat is 
incorrectly identified by flfei indicator. Area 
B represents the correctly identified food 
insecure set. 

in this study we can identify areas A.Bsnd 
C. Indicators can be ranked on the basts 


ofBAA+B) or8/{B+C). The ch< »cn method 
of .ranking will ultimately depend on 
whether the policy-maker is more intent on 
minimising errors of exclusion or errors ol 
inclusion. Initially, wc chixiec to rank 
indicators on the basis of the rat h» BH B+C), 
because in a true monitoring situation we 
lackinformationonthcsizcoffA+B) That 
is. in a true monitoring system one can 
obser ve the set of housebt >lils with a certain 
indicator value, but one cannot observe the 
set of truly food insecure households. For 
example, we are more interested m the 
percentage of households with no aciess 
to land that are food insecure (B/iB+C)) 
than the percentage of the food insecure 
that have no access to land (B/tA+B)) 

As an example of overlap analysis, 
consider a continuous alternative indie ator 
(per capita land ownership) that splits 
households into three groups of equal *t/e 
The traditional indicator, household caloric 
adequacy, also splits households into three 
groups iif equal size with the household* 
in the lowest calorie adequacy icrcile being 
defined as fiKid insecure Tahlc K presents 
an alternative indicator dial is a perfect 
predictor of the traditional indicator In 
thiscasc 100 per cent of all household* that 
arc classified a,< food insecure according 
to the alternative indicator (lowest ter* lie) 
are al so class! fiesta* ft nxi insecure with the 
traditional indicator (lowest Icrcile) By 
contrast. Table 9 present* an alternative 
indicator that show* no association with 
the traditional indicator With this indicator. 
only 3 3 per cent of the individuals c las-dicd 
as fix*d insecure using the alternative 
indicator ate also insecure using ihc 
traditional imlicaior (sec top left hand sclh 
The magnitude ol this 'lower tail' overlap 
indicates the indicator's ability to locale 
households at either end of the U»>d sec urity 
scale For example, if M> per cent of all 
households in the bottom fertile of per 
s apt la land ownership are also in the bottom 
calorie adequacy Icrcile. then this is a good 
indicator of food insecurity If only 10 per 
ccni of all households in the bottom tetcile 
of household sire are tn (he bottom calorie 
adequacy (ereile then household <ire t* a 
good indicator of food security 
An example of the mtsclareificalion 
method is shown in Table 10 and defined 
by Tucker ct al (19119) in Table 11 'These 
measures are useful when de atmg with two 
by two matrices such a* in Tabic 10. hut 
lose some interpretation when there .ire 
more than two alternative ami traditional 
indicator values. An example of the use of 
classification indices i* given to TaNc 12 
Household sire is used as the alternative 
indicator of food security and household 
calorie adequacy ia used ax the traditional 
indicator Table 12 shows what happens 
when a programme uses household sire as 
an indicator to determine eligibility In the 


example, eligibility is initially bas«<| on 
small household sire When the eligibility 
cutoff is raised, more and more house 
holds arc correctly classified a* under 
nourished according to the traditional 
indicator, household calorie adequacy 
(illustiaiuig high sensitivityj. hut fewer 
and fewer household* are correctly 
claasified as not umlernourished < indie stmg 
low spec 1 1 icily) 

Thi- overlap analysis is riot without 
problems either. For instance, an indicate* 
group can have a high percentage <>) ihc 
total household* which are food insecure 
yet cover only a small percentage of al risk 
household* Similarly. W.mc indicator* wdl 
he so general that tliey will sonlam all the 
food insecure households, hut the t>*ni 
insecure households will only represent a 
small percentage of the household* with 
that indicator value 

Ultimatcly. (he only way lo rank 
indicators I* to specify whai they will be 
used l«»r For example. d<hc policy objective 
is lo minimise undernutrif uoi will) a fixed 
iranslcr of money or b*xi. indicators can 
he Used lolargcl that transler If an mdicalor 
(atgeted transfer reduce* unde mutnt toft by 
more than an untargeted Uansler. tlic value 
ol that indicator i* the amount <>| f.««d c* 
money an unlargeted transfer would have 
li> deliver m order to achieve the same 
reduction in undernutntion 

C’l ISIS .airs OlSir F>«>l» SVI* 
Nl’TRIflOS Ksl.'-rui 

Tlie cost ot collecting and analysing 
ditlcrcnt indicators involves collecting 
detailed mb'nil at ion .*» time spent in each 
activity, a* well a* the cost ol supplies 
required I i>r each method tdalacoilecOvvi 
and data analysis Tahlc I 3 shows (he type* 
ol information that must he collected l<sr 
each survry module each PKA exercise 
and the ethnography case studies To 
compile this information, survey teem* 
included an area to record the time stalled 
and ended on each module For the 
ethnography tnvc*Ugat.'rs were trained to 
record how much tunc w as spent conducting 
interview * and writing up inters tew - 
Similarly, for the PRA exercises, 
investigators recorded the lime needed tr 
complete each exercise Finally, record* <v 
alt purchase* were kept in spreadsheet file* 

V 

S w a nmar y 

Tht* paper rtfstrts on the design of c 
multi-discipUnary. collaborative prv**c 
intended to make food and nwtninw >*cwnp 
systems more viable. The ohtevttve of the 
prefect is to identity •kmwitvr cods* a*, re 
that can be used in food and nutntxr 
monitoring and evaluation system* 
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The project ii situated in four villages 
formerly studied by ICR1SAT in 
Maharashtra and Anders Pradesh For this 
study, alternative indicators of household, 
individual, and village food security are 
collected using survey, ethnographic and 
participatory methods three times over a 
period ofayear. These alternative indicators 
will be compared to traditional indicators, 
such as individual and household calorie 
adequacy, that arc assumed to represent the 
true food security situation. 

The performance of the alternative 
indicators will be judged by their ability 
to track movements in the traditional 
indicators. Two types of analysis will be 
used - overlap analysis and classification 
analyses. Overlap analysis is used to 
measure the associstion between various 
poverty issues by illustrating what 
percentage of households or individuals 
possessing a certain indicator characteristic 
are also food insecure. 

The performance of the alternative 
ituAcators will also be judged by their cost 
effectiveness. Specifically, the cost of 
collecting and analysing different indicators 
will be calculated by collecting detailed 
information on time spent in each activity, 
as well as the cost of supplies required for 
each method of data collection and data 
analysis. 

Notes 

1 Down to Earth, Jsauary 1993, p U. 

2 Risk-management and income-smoothing 
mechanisms described by Walker and Ryan 
(1990) include: informal credit markets, 
participation in a tightening agricultural labour 
market, government land redistributing 
programmes, and public works programmes. 

3 In fact, visits to Sbolapur district in March 
1992 suggest that the MEGS u no longer a 
significant source of steady income. 

4 Examples of recent comparative work in this 
men from India includes Tbimmayamma 
(1917) and Thmunayamma et al (1988). 

5 Only two villages were selected for additional 
data col lectio a since project resources were 
limited. 

6 We have considered 'margiaaliy low' serum 
vitamia A values lo be < 20 ug/dl. To assess 
iron deficiency, we have used a hemoglobin 
cutoff of 10 g/dl. For a full discussion on 
the appropriate cutoff levels for both 
indicators, see Gibson (1990). 
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Poverty and Inequality: Case of Assam 


JuBjau and Kashmir, Manipur and! 


Manipur 

Meghalaya) m against (be national average 
of R* U92. In 19*748, toe per capita 


ofgoodiwdemviceacaanctbeat 
of economic affl aea c * If tha < 
rsndwritkw in a sorter ia aol 
account. And tartly, high oo 


THE significance of the eaaay by Mridul 
Saggar and Indranil Paa (£PW, March 5, 
1994) on inequality and poverty estimates 
among the SC* and the ST* in the eaatarn 
India can hardly be underestimated in 


of developmental poijcios for lodii as a 
whole sod this regW in particular. 

Their paper haa employed inequality and 
poverty measure* to consumption 
expenditure data provided by the 38th round 
ofNstioaalSampleSurvey for SCs, ST*, and 
otbar households in tbe four eaatarn state#, 
Assam, Bihar, Orissa and Wert Bengal. 
Consumption expenditure pattern has been 


differences among SCs, ST* and other 
household*, nnaJ-urban dispantiea, and inter¬ 
state variations. Their study has unearthed 
several interesting facts which in their words, 
"have important policy impiicatkms" 

Nevertheless, in this lajahxkr to theircauy, 
1 wish to review aacne of tbe comments made 
by tbe author* with regard to Assam which 
has been deacribed by toem as appearing "to 
be an outlier among the eastern stales (»bkb 
are) suffering from low consumption 
standard* sod high poverty and inequalities” 
Thay have found that in Assam consumption 
levels am high, poverty incidences appear 
lower than the all-India trends, consumption 
expenditure# are well distributed across the 
SCs, STswvl other h o uasho ldt . as sbo within 
theaa households, near absence of inter-class 
disparities mrtnl Assam, and finally, owing 

to the above reasons adiffkuity in explaining 
the social unreal in the stale merely in 
economic terms. 

But facts present a radically diffamni pic¬ 
ture. Even acuraoryobearvatsou of Assam's 
eoonoanic scenario makes it crystal dear as 
to tos sc ateum of tbe socio-economic pro- 
blams tbs state U confrootiag view-vis other 
Indian slates. As againrt the contention of the 
aothcra, it will be my effort to show, findy, 
tort socio-ccooasaicprohlwa* laths state are 
symbioticaBy telatad to its economic beck- 
wardness. Secondly, high conaumptioe level 
does not necessarily imply a low iu ci dewo e 
of poverty, and auniferm mniumpthm level 
antoog the goes section of the populrtino 
does notaaaaotialy connola guMnd mOesucs. 


To begin with, Assam's per capita net 
domestic product atcooent prices haa always 
been lower than other staler Not only that, 
its rale of growth has also been lower. In 
1991-92, tbe figures for above indinrtnr for 
Assam (Rs 4,230) oom pm se dUfsvoumbiy 
with most of the states (Economic Survey, 
1993-94). For the richest stale, Punjab, Bus 
figure stands at Rs 9,643 which is doable 
tost of Assam. Again, according to the 
provisional dabs for 1993, the total number 
of bank officer in Assam was .>14 in 
S ep tember 1993which tanks vesy low among 
the states of India (Economic Survey 1993- 
94). The numberofbanks per lakh of 
population an October 1,19*9 was 4.S in 
Assam (only above Manipur) while toe 
national figure was 7.1. Bssktes, the par 
capita advance of bank credit for the same 
period, Rs 41S, was a dun contrast to toe 
figure of Rs 1 Jill. In this regard 
only Araaachal Pradesh, Bihar. Manipm. 
Mi™*—■ and Nagaland me below Assam. 
Similarly, per capita bank deposit on October 
1.19*9 was Rs 730 in Assam (ody ahead 
of Nagaland and Orissa) while toe national 
average wm Rs 1,920 ( Slotirticml 
Hamboo k JiMtai 1991). These data clearly 
exhibit tan fact that Assam is lmgcly e 
robeirthnee economy wuh a meagre capital 
formation. If tod people's ability to save is 
say indication of tbeir economic capacity 


indusuial consumptio n of electricity in the 
■tala was 31.2 KWh (above Arunachal 
Pradesh, Manipur, Mizoram, Sikkim and 
Tripura) while the national figure was 909 
KWh. This rttoold suffice to explain the 
deplorable c o n dition of industrial growto in 


state can be gauged from toe fact that in 
198748the porcepiladomrelir consumption 
of electricity in Assam was 6.4 KWh ahead 
only of BMur. as against the national figure 
of 27.4 KWh (SutmicmlHmOkook, Assam, 
1991). 

A well-developed network of tran s port 
sad communication is s fuadsmental pre¬ 
condition for the development of any 
particular region. Apart from the road 
transportation (which ia pmpetoaBy in a 
lacklustre condition, more so due to toe 
heavy rainfall and subsequent floods), tomu 
is only one railway back connecting toe 
upper and the lower Assam. Broad gangs 
lme is only op to Ouwahsli (vary ra c entiy 
it has boon ex leaded up to 1 umd mg in 
central Assam). Moat pasts of toe state are 
still not coanectod by railways. TW British 


far the pmpos c of drsiamg out resource* hbs 
tea. erode oil. coaL plywood, etc. Thus, 
barring areas yielding theaa terns atom 
important areas wumdeprivwdeftosrrihrey 
network. By and large, this ntartitw 
prevails. It assies arum psoManw daring 


then the case of Assam largely denies toe 
c on t ention of tbs authors regarding it It is 
quite surprising as to why they ignored the 
crucial factor of toe people's saving capacity 
in order to s rthw s te i th eir e c on omic status cf 
Assam vis-n-vis other rtawa. 

An analysis of tba agricultural scanasioof 
Assam.# predominantly agrarian economy, 
will farther refute the ooo ch a n ons of the 
anthers. Aon 198546 to 19*7-88. toe pm 
capita foodgnte production in Assam was 
only 6.4 ktiognaamaa (ahead of Aranachai 


Pradesh, Miacrem and Nagrimtd) in sharp 
contest totoa narirmil svwagsof 31-lktlos, 
Again, toi pwnuntegs of gross nrigsted mas 
to gross cropped man m Assam in 198647 
was only Is whOs toe national figure was 
30.4 (Asriirieuf Handbook, Assam, 1991). 


flood water and many areas kmas 

rise in prices of nesautnl goods sndfsrvmer 
Some yean hack than was oahr one bridge 
over tos Breh map sirs nnreirtiugte nosto 
and south teh togi* tos fa ct tom Rtis 
mighty and aubulsBtrivsr flow* tosoughout 
Assam. In the l as t de ca d e , two more b rt d gm 
have bean built. But this toll ia madaqmue. 
The si m sti o u hardly seeds any fwthm 
elaboration so as to comprahsnd toe antent 
of wastage of time, money and wearness, 
apart from beaus* misery. TVs pre vri l n t 

Assam is iriSwcfsn ndmfwtiosid. 


low ia Assam. These figarse are 
lamaartrativn of toe fact tout Assam’s 
economic backbone, agrirahms. is quite 


As has s tea d y been nwntionad, msmii s 
punote c floote^oe a vv regs ftv'alote ayvr) 

tributaries bare become a perp e tual 


by an seme 
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contribution to the national exchequer. But 
this industry has not made any significant 
contribution towards the development of the 
state. The character of the tea plantation 
industry still largely conforms to the British 
colonial mode of exploitation resulting in 
massive outflow of surplus from the state. 
There is still no qualitative change in the 
working and living conditions of its several 
million-strong ethnic workforce known as 
the ‘chah banuas'. They ate one of the most 
backward communities in the state in terms 
of education, health and economic status. 

The same is true with the oil and natural 
gas sector of the stale. Till today, no 
noteworthy auxiliary industry has emerged 
based on these resources. On the contrary. 
(Hi account of drilling oil in different places 
of upper Assam, a massive requisition of 
agricultural land is underway without meting 
out adequate compensation to the poor tillers. 
Not only that, the burning of natural gases 
in the fields (which is in itself an unforgivable 
wastage) by generating excessive heat has 
rendered the adjacent agricultural lands 
redundant which in turn has accentuated the 
ongoing process of landlessness and poverty. 

Besides, Assam constituted til! some years 
back the highest forest reserve in the country. 
But the situation has radically altered since 
then. Assam’s forestry is dwindling very 
rapidly as a consequence of arbitrary cutting 
of trees for timhermillsandotherconstnictian 
purposes and usurpation of forest lands by 
immigrants which has affected Assam not 
only economically, but ecologically and 
socially also. 

(t is true that the enterprises based on tea, 
oil, and forestry are hugely surplus-yielding 
sectors. But these sectors have contributed 
very little for the development of a strong 
indigenous, self-reliant Assam esc economy. 
This is so because the interests and the 
objectives of these sectors are not articulated 
with the economy of the state. They have 
paved way for penetration of monopoly 
capital into the state and thereby effecting 
a huge surplus outflow from the state. 
Incidentally, these sectors are often targets 
of the extremist armed forces operating in 
the region. Here we behold a clear connection 
between the economic exploitation and the 
socio-political turmoil in the region, which 
the authors for some unknown reasons failed 
to see. 

Lastly, the phenomenal growth of 
population in Assam is a widely- 
acknowledged fact. During 1961-71, the 
population of Assam grew by 34.95 percent 
compared to the national average of 24.8 per 
cent(l|. For the period 1971-91 (in Assam, 
there was no census in 1981), (his growth 
was 52.44 per cent again exhibiting a much 
higher growth than the national average 
(Statistical Handbook, Assam, 1991). Illegal 
migration from Bangladesh is a main cause 
behind this phenomenon. In the wake of the 
sustained influx of outsiders, the percentage 
of Assamese speaking population in the 
Brahmaputra valley bad shrunk from 73.2 
percent in 1961 to 60.9 per cent in 1971 (1|. 
Since then, the figure has further decreased 


alarmingly. The abnormal growth of 
population has resulted in considerable 
shrinkage of employment opportunities (the 
percentage of working population in Assam 
was 28 per cent in 1981 in contrast to the 
national average of 33.4 per cent, of 
agricultural land and forestry, and other crises 
in many spheres leading to the frustration of 
the natives of Assam. This feeling is all the 
more acute due to the lack of any perceptible 
economic development in the state despite 
its bountiful natural resources. These 
economic grievances are not without their 
political reverberations. The emergence of 
regionalism, secessionist?), and ethnic 
conflicts must be analysed from this angle 
to get a correct perspective of the situation. 

However, the authors have correctly noted 
that in Assam the consumption expenditure 
is well-distrihuted among the SCs. STs and 
other households. They have further 
discovered that rural Assam is marked by an 
absence of inter-class disparities. However, 
both of these contentions have to hee valuated 
under the purview of the peculiar historical 
reality of the state. 

It barely needs any reiteration that the 
contemporary socio-economic disparities 
among the SCs, STs .OBCsanclothcr upper- 
castcs in India is an offshoot of the caste 
system. A rigid caste system provided an 
ideological tool to the uppercase dominated 
feudal social structure which in turn 
augmented the disparities between the higher 
and the lower castes. Contrary to this, 
penetration of sanskrilic caste system was 
never complete in the semi-tribal, semi-feudal 
social structure of Assam (with an 
overwhelming tribal population and a 
minority of higher caste, and the rulers of 
the kingdoms invariably hailing from the 
tribal communities), since it did not create 
a situation where feudal supcrstructural ' 
phenomenon like caste system could thrive. 
Further, the egalitarian neo-vaishnavitc 
movement in the medieval Assam thwarted 
the consolidation of caste system. Many 
upper-caste members also got proselytised 
to the neo-vaishnava sect. Moreover, the life 
style of the upper castes was influenced by 
many tenets of the egalitarian tribal culture 
of the region. As a consequence, caste 
disparities in Assam are not as intense as in 
north India. 

There never existed in the history of Assam 
a significant class of agricultural labourers. 
During the Abom reign average Assamese 
peasant had 2.66 acres of usufruct land which 
they enjoyed in return for (heir services 
towards the state. The in traduction of ryotwari 
system of land revenue instead of zamindari 
system by the British in the mid-19th century 
Assam posed a significant inhibition on the 
emergence of a class of landed gentrf and 
thereby obstructed the growth of a sharply 
differentiated rural society in the region. 
Roughly, both these phenomena are 
responsible for the low class (and caste) 
disparities in rural Assam. However, tins low 
level of inter-class disparities in rural Assam 
do not in anyway suggest general economic 
well-being. 


The above discussion conspicuously shows 
that Assam is not an outlier among the 
poverty-ridden eastern states of India as per 
the contention of the authors'. Rather, in most 
of the cases its condition is far worse. This 
bolds valid also in case of other north-eastern 
states, which is vividly demonstrated by the 
data presented above. The paradoxical 
findingsof the authors in this regard largely 
stem from the fact that they have inferred 
too much from the consumption level and 
the consumption expenditure data in order 
to estimate poverty and inequality but, on 
the other hand, have ignored other vital indices 
like the total quantum of production. If the 
latter ix taken into account, it will lie found 
that the egalitarian consumption level of the 
people docs not necessarily show general 
economic affluence, rather it is demonstrative 
of conspicuous poverty in a highly 
consumption-oriented agrarian economy. 

Secondly. Assam is quite backward in 
both, agriculture and industry. Agriculture 
is marked by the lack of commercialisation 
and its susceptibility to natural vagaries. The 
excessive pressure on agricultural land due 
to the burgeoning population augmented by 
the unrestrained immigration has not only 
given rise to economic problems but also to 
ethnic and communal problems of alarming 
proportions insofar as the usurpation of tribal 
lands is concerned. The industrial sector in 
Assam has not gained in any significant way 
from the existing industrial enterprises based 
on the resources like tea, oil and natural gas, 
coal, plywood, etc. This is so because the 
xuiplus yielded by these sectors is largely 
drained out of the state to tbc detriment of 
building a self-reliant Assamese economy. 

Finally, the authors’ contention that 
contemporary socio-economic turmoil in 
Assam cannot be explained solely by 
economic factors is erroneous and marked 
by an air of ambiguity. It is true that the 
linguistic, ethnic, and sub-nationalist forces 
are quite vibrant in this region But to shun 
aside the economic dimension in the analysis 
of these problems will result in the lopsided 
presentation of the objective situation in 
Assam. In fact, a collation of data may not 
necessarily provide the desired insight into 
any specific problem unless they are observed 
and analysed in the light of their contextual 
reality. It is this concern that has prompted 
this response. 

(I am grateful to Virginnu Xaxa. Reader, 
department of sociology, Delhi School ol 
Economics. He manta Laskar. depart meal ol 
economics, Ramjas college. University of Delhi 
aid Sanjay Singh for their critical comment 1 
on the first draft of this paper. Any remaining 
errors are, however, tbc responsibility of the 
author.) 
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Literature and Society 

It is a pity that social sekatisto have made so little use of literary sources, 
particularly in studies of rural societies, because novels, stories ami poems 
can provide much information that is otherwise hidden from even the 
most discerning social scientist. Thus Bengali fiction reveals a complex 
patent of dispossession, degradation and empowerment of the peasantry 
and the poor in contrast to their representation as passive recipients of 
elite ideology in the mainstream paradigm of peasant studies. 441 

Tax Management 

Proper management determines the effectiveness of a tax system. In view 
of the proposed move to introduce a scheme of value added tax to replace 
sales tax in the slates, consideration of measures to improve sales tax 
management has become particularly relevant 449 

Secularism Reconsidered 

A small but growing number of social scientists are calling for a 
re-examination of Indian secularism, arguing that secularism may indeed 
be the cause of, rather than the solution to, India's crisis. The arguments 
of these writers need to be examined and their implications for.ibe 
maintenance and defence of India’s pluralist and multi-religious 
society, culture and polity need to be assessed. _457 
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j^structuring Banks 

Restructuring of banks' capital has to 
be done after careful consideration of 
ail I he implications, and not as part of 
y, half-baked schemes of partial 
privatisation. An outline of an 
integrated scheme for capital 
restructuring of banks. _ 421 

Changing Sociology 

p^oriology in France is undergoing 
great changes, with the rejection of 
older paradigms throwing up new 
problems. The changes, winch are 
directly related to die changes that 
are taking place in sonefy, raise the 
famous question posed by Max 
Weber about the relation between 
science and politics. _ 433 

Funding Safety Nets 

outcome of the assembly elec lions 
n Andhra Pradesh brought out the 
popular urge for safety net schemes 
in the wake of the centre's liberalisation 
and globalisation policies. However, 
unless fundamental changes are effected 
in the states' fiscal administration, 
the problem of finding resources 
for the new welfare schemes will 
remain attractable. 417 
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Productivity and Policy 

The question of productivity 
growth hi Indian manufacturing is 
far from having been settled There 
is, first, the conflicting findings on 
the behaviour of productivity itself; 
there is. then, the relationship 
between productivity growth and 
the policy regime w hich is far 
from cleat _ 442 

Living with Inflation 

The government's economic policy it 
now guided by (he notion that there is 
no way. at least lor a long time to 
come, to pull the economy out of the 
mire of stagnation It has. therefore, 
settled for keeping inflationary 
pressures within what may be just 
tolerable limits for the upper j*»d 
middle classes, whatever be the 
fate of the mass of the people. 424 

China's Ways 

In the context of capitalist market 
d evel opments, alternative institutional 
arra ngemen ts, ate emerging >n Chma 
for deaf tog with the problems of 
matnfnrag agricultural, particularly 
foodg ru n, production and of 
etmriag essential investment m 
agricultural infrastructure _431 

Represskn and Reform 
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LETTERS TO EDITOR 


Preconceived Notions 

AS one intimately associated with the EPW for 
a number of yean, 1 am dismayed by the ‘what 
I don’t like to see does not exist' kind of 
editorial policy of judging Indian economic 
reforms. It has been drummed by you into the 
ears of EPWreadere that the economic reforms 
would bring disaster to India. This has been a 
persistent theme in all issues of EPWover the 
last three years. You had predicted that balance 
of payments would deteriorate, inflation will 
worsen, GDP growth rate will fall, industrial 
sector, particularly capital goods industry will 
be mined, tax receipts will go down and to on. 
However, in the edit, ’Behind the Gloss' 
(September 10, 1994) you admit that “on tbe 
face of it. many aspects of improved economic 
performance - the large foreign exchange 
accruals and reductions in current account 
deficit, the rise in government tax revenues, the 
improvement of the fiscal balance, the pick up 
m private sector investment, the acceleration 
of growth of industrial output and the 
moderation of inflation - are more or less 
palpable". After that one would have expected 
you and your colleagues to turn the lig hi inward. 
Instead, you still don't want to concede that the 
reforms have succeeded in many ways, 
notwithstanding your wish to thecuntrary. You 
go off at a tangent and accuse the policy¬ 
makers of “sweeping under the carpet the other 
fundamental socio-economic problems” and 
in the process tie yourself in knots as 1 would 
show below: 

(1) In the same editorial, you state that the 
present growth is ‘borrowed growth’. 
However, without being aware that you 
contradict yourself, you mention later that 
the domestic saving rate exceeds domestic 
investment by hardly 0.2 per cent of GDP. 
If domestic saving is almost equal to 
domestic investment, where is the 
‘borrowed growth’? I can see the' reason 
for your confusion. You arc obsessed with 
the ballooning foreign exchange reserves 
induced by capital inflows in the form of 
portfolio investment, bond issues by 
domestic private sector and direct foreign 
investment. But these inflows at the 
moment are parked in the banking system 
and once private investment picks up there 
will be adeficit in the balance of payments, 
which wifl be financed by these accumu¬ 
lated foreign reserves. Your ’palpable 
fads' in fad indicate that a rise in invest¬ 
ment is taking place as domestic capital 
goods production is rising and so are the 
capital goods imports (toe the same edit). 

Are you right in calling this ‘borrowed 
growth'? A distinction between loans and 
equity is crooial. Unlike debt, return on 
equity is uncertain and that form of 
investment is profitable only, if the 
resources are efficiently utilised. 
Furthermore, the exchange rate is not 
guaranteed. If, for instance, capital flows 
otn, the exchange me will sharply decline 


*nd tire foreign investors wifi take sheeting 
unlike in the case pf foreign debt. You 
seem lobe scaring youtselfaad the readers 
by poiating out that earnings on the 
portfolio investment will involve “foreign 
exchange outgo”. Does it really matter, if 
the funds are used efficiently? You repeat 
the tame tortuous logic and wrong-headed 
economics in another edit 'Wishful 
Thinking on Debt' (October 1.1994). 

(2) Your constant refrain is that the domestic 
saving rate has been steadily declining 
since 1991 and you attribute it to the rise 
in production of consumer durables and 
fiscal incentives for consumption ofluxury 
goods. What do your facts suggest? Saving 
rate which was around 24.1 per cent in 

1991 after declining to 22.1 per cent in 

1992 started rising to 24.2 per cent in 
1994'. If the increased availability of 
consumer durable goods was the cause of 
decline in saving rate in 1992, how could 
it rise in 1993 and 1994 to a higher level, 
despite the continued rapid increase in 
productionof consumer durables. The real 
cause of a fall in saving rate immediately 
after adjustment policy in 1991 was a 
sharp decline in income which was to be 


ADB,etc, ha* exposed thofodiaa economy 
to “not just ex port•oriesXatioBbut gfobrii- 
sad on". Assuming oondfrkwHty to be 
pernici out, hasa'tladUaecaaomie perfor¬ 
mance improved as you have painted out? 
This only show* that conriHioorfity has 
proved to be a Me iringin the particular cir- 
cumsuncesof 1991. Then agrinyou seem 
to be allergic to export-o rie n t atio n , foreign 
portfolio investment, foreign direct invest, 
me® and foreign debt. Pray how will you 
then raise India’s foreign exchange reser¬ 
ves? Ideological blindness cannot go Anther. 

(4) You smell a rat in finance minister's speech 
in Madrid where he urged the IMF to 
provide a facility in the event of sudden 
capital outflows. You, however, have tadl y 
missed the point Manmohan Singh whs 
referring to IMF because this suggestion 
wu aired a few months ago by the Fund's 
managing director at the Waahinglon 
meeting of tbe International Institute of 
Economics. There were no taken for this 
idea. Manmohan's reference to it has 
nothing to do with “Ins anxieties about the 
Indian economy” or his thinking that capital 
inflows in India are not warranted by the 
economic fundamentals. 


expected when the ingrained distortions in 
the economy were being removed. Once 
income starts rising as it is already 
occurring, saving rate too will increase 
steadily; the EPW may then invent some 
other reasons to condemn the government 
policies. 

(3) In the October 1 editorial, you have come 
up with a strange cnticism of the reform 
policies. You concede that the proportion 
of concessional aid in total has increased. 
As if you cannot stomach this good 
development, you indulge in a non 
sequitur. You call it damaging on the 
ground that concessional aid which has 
come with attached conditionalities from 
institutions like the IMF. World Bank, 


I am sorry to have prolonged this letter but I 
have done so because I fear than EPW will soon 
lose its credibility as a serious commentator on 
economic issues. Not that everything it hunky 
dory in the Indian economy. The reform proem 
■ is faltering; essential infrastructural investment 
in education, health and power it made a hosier 
to a wrong kind of fiscal adjustment; the finan¬ 
cial system is in a mess and stale-level activity 
is not at all co-ordinated with the policy and 
strategy of the central government. You urn 
take up these issues and offer informed and 
constructive criticism only if you give up your 
preconceived not ions about the reform pobcier 
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helpless in Face of Inflation 


NDIAN society is said to be highly sensitive to inflation. 
..This is primarily because the vast majority of the people 
owe very vulnerable living standards and cannot withstand 
noch erosion of their purchasing power. Also, people here 
an still express their anguish at periodic intervals through 
je ballot box. The suffering caused by the current rismg 
Dilation rate should be all the more severe for a variety of 
sasons. First, with its blinkered perspective erf reducing the 
Toss fiscal deficit and, in particular, avoiding borrowing 
torn the Reserve Bank of India, the government has diluted 
nady social and infrastructural development programmes 
vhicb in the past provided some societal support to the poorer 
sgments. The promised inflation control is, however, nowhere 
n sight. Second, die supply and demand factors, as they have 
iperated in the past one year, do not warrant such sharp 
ncreases in prices as have occurred. Government policies 
nve tended to reinforce an environment which has encouraged 
KMtfding and speculation in many commodities. Filially, 
'ovemment has promoted a social environment in which 
apidly growing inequalities in the distribution of incomes 
ind assets have tended uienanmige conspicuous assumption 
unong the upper sections of society. 

The wholesale price index (WFI) as on February 11 shows 
rise of 1125 per cent over the past 12 months against 9.4 per 
mt in the preceding 12-month period. The rise in the current 
iscal year so far has worked out to 9.8 per cent against 9.1 
ter cent in the comparable period of the previous year. The 
cceleratian of inflation is also marked when measured in 
enns of the 52-week or financial year average of the WPI. 
lie latest 52-week average shows a rise of 10.6 per cent 
ainst 7.9 per cent in the preceding 52 weeks. The average 
or the current fiscal year so far registers a similar rise of 10.7 
er cent against 8 per cent in the previous fiscal year. At this 
noe, die fiscal year is sure to end with a 12 per cent inflation 
ate on point-to-point as well as on average basis against 10.8 
er cent on potnt-to-poini basis and 8.3 per cent an average 
mis in 1993-94 and7per cent and 10.1 per cent, respectively, 
1992-93. 

Since the beginning of the fiscal year 1991-92, which 
oadly coincides with the period of riabihaatioo and struc- 
uni adjustment, there has occurred a WPI rise of 47.9 per 
ent, that is, anaverage annual inflation ofabout 11.8per cent 
shut a rise of 7 per oeot per anmun in the decade of the 
980a. The higbeat rise of SI.2 per cent since March 1991 has 
ccwred in me CPl.for agricultural labourers accompanied 
iy 43.8 per cent riae in the CPI for industrial workers (both 
tin December1994) aod42 percent rise in theCPl fo r u rban 
on-manual em plo y e es (up to November 1994). Whet is 


more, these exist of living indices almost certainly under¬ 
estimate the relevant inflation rates, judging by price in¬ 
creases in the different items of common consumption. 

In the past 12-month period akme, the WPI for primary 
articles has risen by 15.7 per centand that for food articles by 
13.6 per cent. In the past four years or so, since March 1991, 
the WPI tot food articles has experienced a total rise of 52.2 
per cent and that for foodgrains by 54.7 per cent In the same 
period, while cereal prices have risen by S3 per cent and 
pulses prices by 63.1 pa cent, the WPI for eggs, fish and meat 
has shot up by 98.2 per cent that for condimeots and spices 
by 50.1 percent and‘other food articles’by 65.1 per cent. But 
for a drastic seasonal foil in the index of vegetables from 
396.7 towards early October to 253.1 in early February (that 
is, by 36 per cent in four months), the increases in the prices 
of food articles as a whok would have been much larger. 
Amongst manufactured food products, dairy product prices 
have risen by 53.7 per cent, sugar, khandsari and gur group 
prices by 64.6 per cent and tea and coffee by 59.7 per cent 

Besides food articles, prices of some noo-food sucks have 
experienced large increases: 98.2 per cent for the fibres group 
and 49.9 per cent for ‘other noo-food articles' Coal prices 
have risen by 58.1 per cent and dectriaty tariffs by 65.9 per 
cent. As a result of the persistent increases m input prices 
and the recent recovery in demand after three years of 
recession, prices of manufactures have also begun to recover 
the lost ground and are making a substantial contribution to 
the overall inflation rate In the past one year alone, edible ml 
prices have jumped by 20.1 percent after remaining stable 
for some tunc. Similarly, prices of tea and coffee have 
galloped by 47 per cent in the current fiscal year so for. More 
significantly, in the past 12-month period, cotton textile 
prices have jumped by 21.4 per cent, drags and me di cines 
prices by 17.4 percent, soaps and deter genu by 15-2 pet cent, 
cement by 17.5 per cent, non-ferrous metals by 195 per cent, 
fexro alloys by 39.2 per cent and electrical machinery by 
19.1 percent 

The experience of inflation m tire post-economic reform 
period brings out its stray structuralist characteristics With 
a fairly high level of agricultural output for the seventh year 
in succession, overall foodgnin supplies have been reasona¬ 
bly good. This year 's hamper crop hat. however, am had any 
impact oo prices. Even the procurement tad issue prices for 
foodgrahu, which bad played a role motflatiaaui the carter 
yean, have been nisei by not more than 3 per cent or so la 
the 1994 khanf season and yet foodgnin prices have 
experienced an uptrend. Though there have been a tew 
sectoral d a ma ges, as m pubes and raw comm, foe role of 


ammafe aad Political Weakly Mwc* 4,1995 


407 


speculation and hoarding in respect of many 
commodities standi out. In prices of 
manufactures, the cost-pins pricing system 
has already begun to absorb the cost-push 
inflationary pressures. The external sec tor’s 
influences on domestic prices in terms of 
depreciation of the rupee, higher impart 
content of output and larger export demand 
are reflected in many sectoral prices such as 
tea and coffee and electrical machinery. 
Even the existence of large foreign ex¬ 
change reserves has not helped matters, 
though the government has been repeatedly 
claiming that relaxation on imports would 
ensure near normal availability of essential 
commodities. For instance, despite the dire 
need for augmenting supplies of pulses, 
neither private trade nor any government 
agency has made any systematic procure¬ 
ment and marketing arrangements in the 
past few years when pulses import has been 
put under open general licence (OGL); they 
seem to have a vested interest in keeping 
domestic pulses prices high. 

With the objective of containing the infla¬ 
tion rate within 6 to 7 per cent in 1994-95. 
the Reserve Bank has undertaken a .cries of 
monetary measures in the past six months 
or so. Apart from ivsiraiiung the inflow of 
ODR funds frnrr abroad, the cash reserve 
ratio (CRR) has been raised or freshly intro¬ 
duced in respect of certain types of foreign 
currency deposits.' Creation of primary 
money has been sought to be curbed through 
open market operations and through the 
imposition of limits on the use of ad hoc 
treasury bills and recourse to RBI credit by 
the central government. As a result of these 
measures, the growth of primary money 
and its sources have been curbed in the 
recent period. During the past four months, 
since the end of October 1994. foreign 
exchange assets have remained below the 
level of $ 20 billion then attained. For 
almost the fust time in 40 years, that is, 
after the Second Five-Year Plan began, 
expansion in net RBI credit to the central 
government is negative at (-) Rs 1.151 
crore in the current fiscal year so far. 
Consequently, reserve money expansion 
between the end of March 1994 and February 
3 this year works out to only 14.5 per cent 
as against 18.3 percent in the corresponding 
period of the previous year. Fven overall 
M3 growth has been moderated in recent 
months to an extent. No doubt, a major 
expansionary factor in the current mone¬ 
tary and banking scene is the rapid 
expansion in non-food advances to 
commercial sectors. These credit increases 
reflect the increased tempo of industrial 
activity and have occurred after three years 
of unusual sluggishness in expansion of 
both bank credit and industrial output. 
Besides, public sector enterprises appear to 
be utilising their credit limits to substitute 
for reduced budgetary allocations and pri 
vate companies are doing the same in place 
of commercial paper, reduced bills re¬ 
discounting facilities, lower order of ODR 
funds and other similar sourco*ef finance 
Experience suggest* that wfaDe corporate 
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bodies have begun to adopUmoreitiaatiflc ' "Is becoming 

inventory management methods in the face of public services, TW growtog'diilsaBleut 
of heavy interest burden, much of , the about the a*e-«v®leMSiy of public health 
hoarding and speculation lakes place at the services and increasingly costly private 

'medicare is being articulatednotofliy by tbs 
poor but by the influential middle class as 


traders’ level - a phenomenon which has 
been stimulated by the lackadaisical 
implementation of the Essential Commo¬ 
dities' Act and other laws governing trading 
in commodities. 

MEDICAL PRACTICE 

Controlling Costs 

THF. parliamentary committee on 
subordinate legislation has proposed that 
the government intervene in the matter of 
remuneration charged by the medical 
profession for services rendered. The 
committee has reportedly taken grave note 
of the exorbitant rates charged by the mediqal 
community and sought to regulate and 
standardise medical fees. The irony is this: 
on the one hand, the committee is suggesting 
somewhat drastic changes in a single aspect 
of the functioning of the medical system: on 
the other, the changes suggested are such 
that in order to implement them the very 
hasis on which the private medicare system 
rests, where medical care is a commodity 
whose price is determined by market forces, 
must be altered. Even so. at one level, one 
may commend the committee for recognising 
the need for mechanisms to monitor and 
regulate remuneration for medical services. 
At another, it is extraordinary that the 
committee should recommend legislation 
only with regard to fees and strengthening 
the Indian Medical Council Act to enable a 
better regulation of professional quali 
ficatkms. apparently ignoring the,fact that 
such legislation can only be implemented in 
thccontcxtof a well-regulated private sector, 
which doesn’t currently obtain 

The move to regulate fees charged by 
private medical practitioners and institutions 
has come up periodic ally in several countries. 
Not surprisingly, it has met with stiff 
resistance from the medical community. 
For example, at the time Bangladesh issued 
its now famous ordinance limiting the 
number of drugs to be manufactured and 
sold in the market, the government also 
proposed an upper limiton private medicare 
fees and a structure for enforcing the rules. 
However, so vocal was the medical com¬ 
munity on this issue that the Hr*bad govern¬ 
ment and the group which bad formulated 
the drug and health policy decided that it 
was belter to give in on this rather than have 
the thug policy jeopardised. Some degree of 
monitoring has been possible only in 
ciicumstancc* where there has been a whole- 
scale restructuring of the mediae! system, as 
for instance when Britain introduced its 
system of health insurance. 

Whatis intriguing is that the subject should 
have come up now. Quite obviously, 
numerous studies have shown that incomes 
of privqgc doctors far exceed wfast bad been 
assumed to be the case. At the same time, 
the compression of pubiicbesltb expenditure 


well. The socto-cultund ethos of the middle 
class, and consequently the organised 
working class, is also undergoing change so 
that medical solutions, such as far instance 
surgery or diagnosis and hospital-based 
therapies, have become viable options. In a 
sense, there is greater acceptance of the 
possibilities of leading a more comfortable 
life by resorting to medical/surgical inter¬ 
ventions. The demand for medical treatment 
of this nature is also enhanced by the ageing 
of the population. Added to this is the fact 
that medical insurance schemes are gaining 
wider acceptance. The insurance sector has 
been instrumental in reining in medicare 
expense in some countries. It is these factors 
which arc driving the effortx to control the 
cost of medicare, not so much concern for 
those who desperately need medical help 
and are increasingly unable to afford it. For, 
if that had been the case, then the solution 
would have been to recommend and in fact 
make it imperative for the government to 
increase the expenditure on primary (and of 
course secondary 1 curative care, together 
with a greater investment in creating the 
base for living healthy lives. 

MANIPUR 

No Easy Peace 

IJKE the other states of the north-east. 
Manipur ha* been consistently in the news 
for the violent ethnic conflicts that have 
engulfed the state for the past couple ol 
years. The Kuki-Naga warfare, which till 
now has claimed more than 30,000 lives, 
has been intermittently supplemented by 
the Muslim-Mcilei conflict over land. The 
deteriorating law and order situation has let) 
to political combinations of all sorts. The 
last assembly elections of 1990 saw first the 
formation of a coalition government led by 
the Manipur People's Party (MPP) which 
was toppled within two years through 
defections brought about by the Congress 
Later, under the Congress-led coalition 
government of Dorendra Singh the suit 
witnessed an unprecedented escalation in 
ethnic violence. The demand for Kukitand 
espoused by Kuki militant outfits like Kuki 
National Army (KNA) and Kuki Defence 
Force (KDF), was countered by the National 
Socialist Council tor Nagaland (NSCN) by 
torching Kuki villages in the hilt district* os 
toe state. The NSCN ruthlessly pursued it- 
policy of ethnic cleansing in the areas largely 
inhabited by the Nag a* resulting in an cXodu‘ 
of thousands of Kuki* to ImphaLTbeNSCN 
aims to achieve 'Greater Nagaland' by 
incorporating the four hill district* o! 
Manipur under the regional head of 'south 
era Nagaland'. Moreover, the Meitsis - 
constitute 60 per cent of toe population 
attacked the Muslims fearing the latter ' 
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_, » ; w*fc* tad «a R-dM 
nuniteerofAe ante. for foeoerlin* trouble. 
IA plea warn unheeded by the ormtra] party 
kaderabip. Meanwhile, Ae rpeaker of the 
asewnbly, Borohabu Singh, bad atio raked 
op ac oBtrov er ay by nmtroaa'ily disqualify¬ 
ing member* of tbc assembly. making 
unrestrained tue of the anti-defection law. 
Preaident’s role which waa imposed at the 
beginning of last year failed to improve the 
situation during it* eleven-month duration. 
Instead, the army became an added irritant 
hi the rapidly spreading conflagration in the 
state. Rishang Keishiug was made (he chief 
minister just two months before the expiry 
of the last assembly. The only reason for 
making him the chief minister by hook or 
crook was that be is a Naga and wax 
considered likely to bring temporary relief 
to the Naga-Kuki conflict. Perhaps the same 
calculation persists in making him the chief 
minister again now. 

Yet the deep chasm (hat has developed 
amongst the communities after the savage 
ethnic clashes has resulted in strong anti- 
Naga feelings among the Kukis and the 
Meiteis. The election campaigning was 
conducted along ethnic lines though overtly 
every party manifesto pledged itself to the 
territorial integrity of tbc stale. Tbeclctiions 
did register a heavy turnout of voters hut the 
fact that 75,000armymen were deployed lor 
apopulalionof I9lakh. is in itself a comment 
on the insecurity prevailing in the state By 
winning 21 seals as against the IK seat' of 
Manipur People's Party, the Congress lias 
managed a slender lead over its main rival. 
The governor has given a month's time for 
the Congress l>> piovc its minority in the 
house But the sudden resignation of 
Kadhuhmod Koitoin. a close contestant for 
chief ministership, from the three member 
ministry of Kct-hing and his eventual re 
induction as the deputy chief minister 
ominously signals that political stability 
ianno! easily return to a state that has 
witnessed so much conflict and bloodslicd 
recently. 


we* AejundlMdedk .ha. oin ,* 
gated and ergadred Ac , *g | l —***t t Even 
oAerwtae,Ae Kansk, aocotttisg to dacla- 
actinnc of their own accredited apofeee- 
peracos, arc today perhaps tbe moat epwardly 
mobile segment of Ae Bthv rural eociety 
wboce pedestal U invariably constituted by 
the dalit landless and adrvasis. Moreover, 
wbeu the CPf (ML) bad extended its band of 
co-operation to the Laloo Prasad government 
after the last elections, it wax in the context 
of the pervasive Left benevolence towards 
the Janata Dal. The CP!(ML)'a tilt towards 
the Sameta Party lacks this backdrop. Hence, 
it is difficult to justify its alliance this 
time; it is even more difficult to convince 
the past, present and potential victims of the 
aggression of the primary social base of the 
Samate Party about the rationality of that 
alliance. 

All Ais means that if (be CPl(ML)'s 
breach with IjIoo Yadav may have been 
justified, its linkage with the Samata Party is 
not. Lured by calculations of electoral gains, 
the CPI(ML) leadership teems to have 
forgotten the famous dictum - ‘the policy of 
principles is the best policy’. Whether the 
patty makes any electoral gains from this 
misalliance remains to be seen, hut it is sure 
to lose in terms of its grass root'! strength 
among tbc rural poor 

CPI(M) 

Existential Pathos 

A t:orrespondent writes: 

THE rapid, whirling transformation which 
i' now Ac hallmark of the »-> called deve 
loping societies t* making the task of running 
politic*il parties or setting into motion 
political processes ol any durability ex¬ 
tremely daunting it continuously nibbles at 
their relevance, demanding from political 
leaders intellectual suppleness of a very 
unusual order. In our country, the most 
paradox leal ami hypo- i ideal demonstration 
of this suppleness has i omc from AeCPlsM) 
paradoxical, because the party has intro¬ 
duced economic liberalisation in West 


BIHAR 

Wrong Him 

THF.CPItMLi. led by ViikmJ Mishra. seems, 
to have landed itself in a rather difficult 
-iluaiion in Bihar. Angered by laloo Yadav's 
failutc tocurb violence and atrocities against 
its mass base* and qedrex, (be party decided 
to join hands with Ac splitaway Satnau 
Party in the furthcoming electoral battles 
The Bihar Janata Dal. predominantly backed 
by the Yadav*. and its splitaway Samata 
Party, wiA its major base among the Kuitni 
and Kcnri castas, may not be fundamentally 
different in’ their political and socto- 
cconumk performance Yet, Acre is a basts 
for a distinction between Ae two in Ae 
perception of tbc CPI(ML)'« macs base in 
the atatc. la aume of Ae most notorious 
cose.* of violence against the rural poor, it 


Bengal in contravention oj us political 
phihreophy. hypocntical, because it has 
attempted to justify this policy while 
retaining m theory its standard ideology 

Viewed in isolation from the surrounding 
reality, this suppleness on the part ol (he 
CPltM) will protect itself merely a« pathetic 
acrobatics; placed in Ac midst of Are reality, 
it may come across as an intelligent response 
u> a complex situation. By behaving in Are 
particular manner. Ae CPltM) may have 
saved itself from total redundancy. Yet this 
after-life -to to speak- Aat Ac CPlfM) has 
salvaged for itself is not without its 
existential pathos: independently of Ac parry 
it once gave We to. it would live on. like a 
gbcwt without a body, hoping for nirvana 
dr, if Aat is not poeahk, witting In be 
mfused into a new body, a new party. 

What is nor* likely i* tit* die CPltM) 
would itself become Aat body, Aal potty. 


i n. .-con teicAAepoMrSovietMi t 
and weteera Europe. Much more than jtM 
rhanging id name, involved io Aat would 
be a willingness to trans f or m rtaclf into a 

nevertheless be a treacherous engagement; 
rather Aan preserving Aeiregalitarian roots. 
Ae former communist parties tend to nurse 
their authoritarian moorings while failing to 
avoid the trap of right-wmg liberalism which, 
m its economic ideology, borders on neo- 
coascrvausm. This is what has happened 
wiA. what still calls itself. Ae Communist 
Party of China. Add to Are Ac possibility 
Aat Ae ex-communist parties may also 
begin finding it expedient to champtoo Ac 
cause of majority nabonatism - in Russia, 
(be former CPSli has failed A condemn the 
attack on Chechnya-and we have a political 
practice somewhat similar to pre-war 
national socialism. 

The conditions that may prevent CPJfMj 
from turning into a national socialist mons¬ 
ter. like the ones that pushed it towards 
economic liberalism, remain externa) to its 
apparatus it functions in a country where 
the paraphernalia necessary for at least a 
liberal democratic state re in place, and 
where Ac notions i f socialism and a liberal 
nationalism - in theory - arc Mil! intact 
However, Are would require CPRM) in 
make a few more intellectual leap- 

SRJ LANKA 

Peace Prospects 

SRJ I.ANKA cc Ictnaicd Ac47(fr anniversary 
ol its independence from British rule with a 
great deal more < >p<imism Aan perhaps ever 
in the Usi decade In the recent past Ae 
ethnic conflict in (he north -cast has loomed 
large over the s osuitry' s economy. Awaiting 
all attempts at -lability in the political sphere 
or givnsA of the economy, h i- a pnoe Ate 
Colombo ha- had io pay for H* earlier toug 
and often dehberate ere gleet ol Acregion 
Although -eve; at attempts have hecn made 
in recent years (<> get Ac LTTE to Ae 
conference tabfc. Ae severaldcclwafretsof 
ceasefire have never held wiA accusation- 
and counter-acx treat* ««about who had been 
the first ui break it Moreover , the LITE has 
sought pre- talk -"twes-sau. which Colombo 
has adamantly refused io deliver, and even 
when a has. suc hat minimal withdrawal of 
troops, etc. the l.TTEhas walked away from 
Ae negotiations *iA its undiluted demand 
for a separate Tamil ‘ecfam Tbi* has given 
rise to- a oouvaOiou among a wire of 
political leaders Am Ac L 1 1 h it act aenou* 
about a poliucal notation and that u will w 
all offers <4 talk* hi wrest concearecm* and 
reinforce twelf 

Hot euqpmmgiy Acs. atw Chamdnka 
Kweartetmga dcoded. as among her faru 
ttwks after uktng office as prime mnuster 
m itfi the emb a rgo on movement of certaur 
goods A Ae aorA-cat*. she spread more 
gloom Aaa joy among political kadere. 
including from her own party She atio 
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made dew that fla t was a gambit is bar 
attempt to get the LTTE to parley. That it 
wu genuinely appreciated by tins local 
population and. brought gains to 
Kumarettmgaaleo registered with the Tigers. 
It was after all for the first time that Colombo 
bad even acknowledged thedsy-to-day needs 
of the people of the region. And for the 
Tigers, this was an important factor to take 
into consideration. But the tentative 
beginning was baited abruptly when the 
LTTE allegedly let loose its terror tactics 
with the assassination, on October 24 last 
year, of the opposition candidate in the 
presidential elections, Gam ini Dissanayaka. 
Kumaratunga was forced to abandon 
temporarily all truce moves. However, after 
her victory in the presidential election, she 
has put in place further measures. For 
example, the LTTE’s long-standing demand 
for reopening the FJephant Pass was acceded 
to when the government assured safe pass age 
' through the Pooneryn-Sangupitti route for 
civilians at the time of the visit of the Pope. 

All this has led to a ceasefire from January 
8. the creation of a 400-metre demilitarised 
zone and the constitution of an international 
team to monitor the truce. According to all 
reports the LTTE has agreed to a plan for an 
autonomou s regio nal arrangement, although 
neither the LITE supremo nor Kumaratunga 
have expressly made a statement in this 
regard. The situation has been repeatedly 
described as being ’hopeful’ by Colombo. 
The government his also prepared a detailed 
plan for rebuilding of the northern province. 
Norway and Netherlands have deputed 
representatives for the monitoring committee 
and the International Red Cross has agreed 
to play a neutral and mediatory role. By the 
middle of January, three rounds of talks had 
been held, but there a re sev eral sticky points. 

For one thing, the LITE is clearly wanting 
to marginalise the military in these efforts. 
For instance, on the issue of the reopening of 
the land route, the government has been 
proposing that the military be withdrawn 
from the immediate route and monitoring of 
civilian movement be suspended. The LTTE 
has been adamant that the military camp in 
the area, one of the most strategic, be 
dismantled entirely. Anothe r con tentious 
issue has been that while the LTTE has been 
allowed free movement in the region, it has 
not been allowed to cany arms. The army 
points out that the LTTE has been reneging 
on this undertaking and has been tightening 


tba hUsroati^al andtotfe" team njf'jtrp’ 
yet b—n pet iaplacedfipke the fart tfailtha 
two forfeits representative* have already 
arrived b ut are encountering difficulties 
from the LTTE end. 

While it is hard to tay what gives 
Kumaratunga and her lieutenants the 
confidence to persist in the peaoe process, 
the political and economic imperatives ate 
obvious enough. Neither economic nor 
political stability is achievable in Sri Lanka 
unless the north-eastern conflict ceases. But 
there is a problem nobody wishes to address 
yet: even if the ceasefire bolds and a political 
solution is hammered out, transforming the 
ethos of a population which has been 
metaphorically on the run, either from the 
LTTE or the Sri Lankan forces, is not going 
to be either easy or quick. And this is where 
the numerous NQOx working in the region 
will play a crucial role. The LTTE is well 
aware of this and has in fact suggested that 
the NGOs come under some sort of 
monitoring - with itself of course playing a 
dominant role in the process. When peace 
finally comes to the north-east, it will bring 
with it a layer of non-official agencies which 
need to be accorded a definite role and 
location even now. 


were self-serving and so doaerved to ha 
discounted, tbefattis that the Natal Suprana 
Court too upheld many of these claims made 
by aod on behalf of the mercenaries. Among 
other things, the court established, in the 
coarse of the trial, that the mercenaries had 
drawn their weapons and equipment from 
SNDF stores; that these bad been delivered 
to them in a South African army truck; that 
the deliveries were acknowledged to have 
been received on SNDF stationery. The 
invading force comprised serving members 
of the SNDF u we lias a member of the NTS. 
The mercenaries had held discussions on the 
planned coup with senior SNDF officers. In 
the wonts of the judge president of the Natal 
Supreme Court Tt would be nai veto suggest 
(hat the National Intelligence Service was 
not aware... It is impossible to escape the 
conclusion that the delivery of the AK47s 
and other equipment followed upon his (Mike 
Hoarc’s) contact with these brigadiers... 
The court must therefore accept that certain 
members of the South African defence force 
had lent aid and support to this operation." 

That such initiatives by the SNDF and the 
N1S could not have been lakon without 


SOUTH AFRICA 

Continuity over Change 

A correspondent writes : 

AN astonishing observation of Nelson 
Mandela, president of South Africa, made 
in the course of a recent interview to an 
Indian correspondent, deserves closer 
examination. According to the interview 
(TheWndH, January 13), Mandela is reported 
to have said, responding to a question about 
the role of the old regime in South Africa in 
tiic ‘abortive intervention' in Seychelles, 
that “it was not intervention by South Africa, 
it was intervention by a group of 
mercenaries'*. 

Such a perception is not even technically 
correct. It is true that the ‘abortive inter¬ 
vention’ in November 1981 was by a group 
of multinational mercenaries, masquerading 
as a rugby team, and was led by the well 
known mercenary, Mike Howe. The group 
made a bash of the affair and later hijacked 
an Air India plane and forced it to fly to 
Durban where tile authorities had no option 


political clearance at the highest level is a 
reasonable inference from these juridically 
established facts. The liberation movement 
in South Africa as well as democratic opinion 
throughout the world had severely criticised 
the South African regime for its attempt to 
destabilise (he government 6f tiny Seychelles 
headed by Albeit Rene, who had lent open 
support to the liberation movement, and 
restore the discredited regime of James 
Manchan who had virtually leased out the 
island to pleasure-seeking while South 
Africans as a sybaritic paradise. 

With all these facts known for long, 
Mandela appears to be reluctant to assign to 
the old regime its proven rok in the coup 
attempt. According to him. the whole 
enterprise was undertaken by ‘a group of 
mercenaries’. Such eagerness to exculpate 
the old regime of its crimes abroad is of a 
piece with the ambivalence of sections of 
the leadership in the new South Africa 
towards the old regime's crimes within the 
country. The draft Bill on the Truth and 
Reconciliation Commission (TRC) intto- 
doccd in parliament has come under criti¬ 
cism because several crucial provisions - 


its bold over the eastern region. As a matter 
of strategy, at the height of the hostilities, 
the Sri Lankan army had, with a great deal of 
publicity, concentrated its campaign in the 
north, forcing the LTTE to withdraw forces 
from the eastern region, which were 
subsequently taken over by combined police 
and army operations. Now the army is crying 
itself home pointing out that these military 
gains are being given away and that in the 
cvcntofaresumpti on of hostilities the LTTE 
would have gained the upper band. There 
are many in and out of government aod in 
the army who believe that such a situation is 
imminent They point out. for instance, that 


but to arrest the mercenaries. Further, as if 
to disassociate itself from such activities, 
the thcif South African regime tried the 
mercenaries before the Na|ai Supreme Court 
which awarded all of them, including Mike 
Hoare. stiff sentences. 

But none of this means that Ibe affair was 
merely a ’caper', an initiative autonomously 
undertaken by a bunch of adventurers (in 
return for payment, of course) to secure the 
restoration of the discredited James Manchan 
regime. The account of the affair written by 
Mike Hoarc after his release from prison 
make* several revelations concerning the 
deep involvement of the South African 


like the one providing for in-camera hearings 
of indemnity applications - are watered 
down version* of what was originally 
intended, indeed promised, by the ANC 
While these individtiSTinsUnce* of possible 
backsliding may perhaps be considered as 
necessary compromises in order to achieve 
national reconciliation, the extraordinary 
sensitivity towards the ok! regime ss a 
structure, even to the extent of overlooking 
its proven crimes, suggests that the balance 
between continuity and change in the 
transition from the old to the new South 
Africa appears to be tilted in Favour of the 
fanner. 
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ASLAN FAINTS 

Spurred by Excise Cut 

ASIAN PAINTS, the market leader in the 
decorativepaint* segment, be* done well in 
1993-94 after a lean performance in tbe 
previous year. The company controls about 
40 per cent of (be decorative paints market 
and about 14porcentof tbe industrial paints 
market. Net tales were up by 10 per cent 
(Rs 36.19 crore). operating profit by 11 per 
cent (Ra 6.16 crore) and net profit by 31 per 
cent (Rs 6.13 crore). Reduction in excise 
duty by 10 per cent in the last two years 
helped the company to pass on tbe benefit 
to its customers in the form of reduced price. 
Increase in taxation by 32 percent was offset 
by decrease in depreciation and interest 
charges by 10 per cent and 23 per cent, 
respectively. Non-operating profit increased 
by 33 per cent while income increased by 
108 per cent. A dividend ot 30 per cent was 
declared for the year against 33 per cent in 
the previous year. Imports and exports 
increased by 39 per cent and 23 per cent, 
respectively. 

Debt-equity ratio fell sharply to 13 per 
cent from 41 percent in 1992-93 and 46 per 
cent in 1991-92. Sundry creditors to current 
assets has been steady at 4 per cent for the 
past three years. Sales to total assets fluctuated 
at 137 per cent in 1991-92.144 percent in 
1992-93 and 139 per cent in 1993-94. while 
sales to gross fixed assets fluctuated at 322 
per cent m 1991-92. 318 percent in 1992 93 
and 325 per cent in 1993-94. Inventories to 
sales ratio fell to 19pcrceni in 1992-93 from 
25 per cent in 1991-92 and has remained 
steady at 19 per cent in 1993-94. Raw material 
consumed to value of production has 
fluctuated in the past three years at 67 per 
cent in 1991-92.65 percent in 1992-93and 
66 per cent in 1993-94. Return on investment 
has bounced back to 17 percent aftc: a fall 
in 1992-93 to 15 per cent. Banting per share 
fluctuated at Rx 17 in 1991-92. Rs 9 in 
1992-93 and R* 12 in 1993-94. Net value 
added to value of production after being 
steady at 18 per cent during 1991 -93 fc 11 to 
17 per cent in 1993-94. Rem utter alien to 
employees has remained steady at 27 per 
cent for the past two years. 

The company continued direct import of 
tin plates to ensure tbe availability of 
containers. Domestic sales grew by X per 
cent with tbe paints division growing by 14 
percent. Saks of the phthaik division were 
lower by Rs 13 crore due to planned 
maintenance shut-down of the plant for 23 
days and alto due to lower selling prices, 
'sinte were exported to new markets in West 
Asjaand ascertain countries in Africa, export 
of phthaik anhydride was limited due to 
unreamperative international prices. 

Asian Malt hat subsidiaries ibHji, Tonga, 
Solomon Islands, Nepal and Vanqstu. Bxcept 


for the sabstdury hi. Vanuatu. all the other 
sabridkriee have done well fartbe year. Tbe 
company is setting up a joint venture in 
Queensland, Australia, for tbe manufacture 
of paints, enamels and varnishes. 

Tbe company invested Rs 266 lakh in 
research and development activities in 
1993 -94. Developmentof new products and 
processes through in novations in surface 
coating materials sod intermediates, cost 
reduction, technology upgredetian, absorp¬ 
tion and indigenisation of imported techno¬ 
logy, development of tailor-made products 
for the ex port market, various industrial and 
high performance paints to meet tbe specific 
requirements of OEM customers are some 
of the activities of tbe department. 

BAKODA RAYON 

TUm-Around Sustained 

Baroda Rayon Corporation has done well in 
1993-94 after doing badly in the earlier two 
years. The company incurred losses in 
1991-92. but in 1992-93 marginal pro¬ 
fitability was achieved. In 1993-94, the com¬ 
pany did well with net profit increasing by 
Rs 30 .3) crore. net sales by Rs 35.45 crore 
and operating profit by Rs $0.78 crore 
Depreciation and interest charges were lower 
by Rs 3.67 crore I 19 per cent) and Rs 355 
crore (16 per cent), respectively. Other 
income fell by 8 percent, while non-operating 
profit was up by Rs 8.30crore. After a gap 
of two years the company declared adi vidend 
of 20 per cent for the year, increase m sales 
can be attributed to increase m exports by 
Rs 13.46 crore. Imports fell by 32 percent 
(Rs 8.88 crorcl. 

Consumption of raw materials to value of 
production fell steadily from 54 per cent m 

1991- 92 to 47 per cent in 1992 93 and 38 
per cent in 1993-94. Export to sales ratio 
rose sharply from .55 per cent in 1991-92 
to 4 per cent in 1993-94 Inventories grew 
hy 21 per cent in 1993-94. Gross saving to 
gross capital formation increased from 1.3 
percent in 1992-93 to 1.36 per ceht in 
1993.94. Debt -equity ratio declined sharply 
from 20()pcrccnt m 1991-92 to 116 per cent 
in 1992-93 and 67 per cent in 1993-94 
Short-term bank borrowings m inventories 
fluctuated at 35 percent in 1991 -92,49 per 
cent in 1992 93 and4] percent m 1993-94 
Return cm investment rose by 9 percentage 
points for the year as against 8 per cent ia 

1992- 93. Earning per sfawe roue to Rs 9* 
in 1993-94 from Rs 1 m 1992-93. Surety 
creditors to current assets foil stead By from 
43 per cent in 1991 -92 to 40 per cent ia 
1992-93 and 29 per cent in 1993-94. Net 
vahte added to vahseof production rose from 
11 per cent in 1991-92 to 19 per cent in 
1992-93 and 30 per cent in 1993-94. 
Remuneration to employees declined over 
the three yean from 58 per cent in 1991 92 


to 38 pre cent in 1992-93 and 31 per cent 
in 1993-94. but remuneration to employees 
as a ratio of vahte of production after being 
steady at 10 per cent during 1991-93 
increased to 11 per cent in 1993-94. 

The company maintained high production 
levels in rayon, nylon and POY Capacities 
at tbe nylon tyre plant remained underuti¬ 
lised due to demand constraint which was 
a result of availability of imported tyre cord 
at cheaper rates. 

Expansion of capacity of POY spinning 
to 15,000tpa and potycondenaation to 12590 
tpa won. Modenusatiun/cxpanssonof rayon 
plant is being considered Installation of a 
state-of-the-art power generating system to 
increase m-bouse capacity to 34 MW is 
being planned. 

ATUL PRODUCTS 

Rise in Profit 

Atui Products, manufacturers of acid and 
direct dyestuffs, sulphur dyestuffs, can*Cat 
chlorine, para ere sol. etc, seems to have 
overcome the problem resulting from excess 
capac ity. Net sales have nseo by 12 per cent 
(Rs24 09 crore). operating profit by 23 per 
cent (Rs 6 18 crore) and net profit by 103 
per cent (Rs 7.24 crore). Depreciation fell 
marginally by 2 per cent, while interest char¬ 
ges were up by 5 per cenl for tbe year. Non¬ 
operating profit rose sharply by Rs 1.52 
crore (220per cent j. while other income rose 
marginally by Rs 20 lakh (.93 per cent). An 
enhanced dividend of 27.5 per cent was 
declared for the year against 25 per cent for 
ihc previous year Experts «*vj import* were 
up by 17 per cent (Rs 8 16 crore) and 30 
per cent (Rs 4.16 crore) respectively. 

Short- term bank borrowings fc’ atveato- 
rics after being steady a: 22 per cent from 
1991-93 fell to 21 per cant in 1993-94 
Sundry creditors locurrenf assets fluctuated 
al 22 per cent in 1991 -92. 29 per cent in 
1992 93 and 18 per cent in 1993-94. Gross 
saving to gross capital formation rose from 
2 per cent in 1991-92 to 12 per cent 
in 1992-93 and 66 per cent in 1993-94. 
Raw materials consumed u> value of 
production ha* been steady at 29 per cent 
for the past taro years. Return on investment 
fluctuated at 7 per cent in 1991 -92, 6 per 
cent in 1992-93 md 8 pa cent in 1993 94 
Earning per share fluctuated at Rs 7 » 

1991- 92. Rs $ in 1992 93 and Rs 8 in 
1993-94, Debt-equity ratio fell hy 61 
perc en ta ge points » 1992-93. but has now 
risen by 15 potets in 1993-94 Net value 
added to value of production was steady at 
17 per cent m 1992-93 and has now risen 
by 2 percentage points Remunerate* to 
emp loy ee s rose by 10 percentage points a 

1992- 93 and fell hy as much a 1993 94, 
Growth in inventories fell by 32 percentage 
paints for the year Safes to total aese* and 
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Financial Indicators 

AsfauPaiuts 

Bsrodsfafw 


1 '• 

- aac. 

March 

1994 

Much 

1993 

March 

1994 

March 

1993 

March 

1994 

March 

1993 

March 

1994 

March 

1993 

March 

1994 

March 

1993 

Inceoae/appropristioBS 

1 Net sales 

40196 

36277 

29348 

25803 

21888 

19479 

19207 

18270 

78898 

68226 

2 Value of production 

40415 

35981 

30083 

25646 

22S68 

20100 

17880 

18979 

78898 

68226 

3 Other Income 

703 

337 

224 

245 

2063 

2043 

9324 

327 

4804 

3054 

4 Total income 

41118 

36318 

30307 

25891 

24631 

22143 

27204 

19306 

83702 

71280 

5 Raw material a/stores and spares 

consumed 

27327 

24122 

14831 

14735 

7278 

6527 

10211 

11378 

5858 

5485 

6 Other manufacturing expenses 

588 

475 

3631 

3119 

8789 

7565 

1634 

2725 

47491 

43300 

7 Remuneration to employees 

2132 

1998 

3362 

2625 

2239 

2393 

1502 

1552 

9439 

8300 

8 Other expenses 

5122 

4390 

2976 

1383 

3051 

3002 

1984 

2320 

6203 

1227 

9 Operating profit 

5949 

5333 

5507 

4029 

3274 

2656 

11873 

1331 

14711 

12968 

10 Interest 

1045 

1364 

1831 

2186 

1299 

1230 

1591 

2683 

7097 

7348 

11 Gross profit 

4912 

3975 

4595 

1932 

2196 

1495 

10379 

-1288 

7603 

5620 

12 Depreciation 

700 

778 

1471 

1838 

768 

791 

638 

1232 

3355 

3175 

13 Profit before tax 

4212 

3197 

3124 

94 

1426 

702 

9691 

-2520 

4248 

2445 

14 Tax provision 

1650 

1250 

1 

2 

0 

0 

1 

5 

0 

0 

15 Profit after tax 

2562 

1947 

3123 

92 

1426 

702 

9690 

-2525 

4248 

2445 

16 Dividends 

996 

657 

6S0 

33 

392 

319 

218 

. 0 

889 

613 ' 

17 Retained profit 

1566 

1290 

2473 

59 

1034 

383 

9472 

-2525 

3359 

1832 

UahOWcafesaets 

18 Paid-up capital 

1991 

1991 

3287 

3282 

1744 

1363 

873 

873 

3001 

3299 

19 Reserves and surplus 

11677 

9445 

7138 

4647 

9472 

7419 

11036 

4894 

163492 

14025 

20 Long terra loans 

1871 

4695 

6988 

9276 

11035 

7356 

4665 

11428 

114166 

62221 

21 Short term loans 

5474 

2550 

3757 

2302 

1754 

1839 

4886 

5450 

8682 

17450 

22 Of which bank borrowings 

1513 

808 

2197 

2092 

1157 

1453 

3768 

3894 

3566 

3545 

23 Gross fixed assets 

12340 

11395 

26099 

25344 

19480 

16801 

17022 

24806 

308177 

106076 

24 Accumulated depreciation 

4066 

3935 

12516 

11120 

8297 

7799 

5030 

9254 

22233 

18947 

25 Inventories 

7692 

6957 

5279 

4219 

5322 

6439 

7123 

9064 

3900 

3763 

26 Total assets/liabilities 

28807 

25133 

26385 

24141 

27383 

22288 

26018' 

29865 

312679 

114046 

MiacdUacous herns 

27 Excise duty 

12592 

12510 

10155 

10203 

2239 

2311 

1777 

2673 

0 

0 

28 Grots value added 

7777 

7392 

10650 

6796 

5075 

4385 

13559 

3076 

25449 

22124 

29 Total foreign exchange income 

449 

367 

1441 

395 

5374 

4558 

0 

0 

3 

28 

30 Total foreign exchange outgo 

4686 

3335 

2292 

3111 

2054 

1598 

12 

20 

8315 

7843 

Key financial and performance ratios 

31 Turnover ratio (sales to total assets) (%) 

139.5 

144.3 

111.2 

106.9 

79.9 

* 

87.4 

73.8 

61.2 

25.2 

59.8 

32 Saks to total net assets (%) 

191.3 

194.2 

138.6 

132.3 

91.2 

108.4 

89.5 

80.7 

27.3 

70.3 

33 Gross value added to gross fixed 

assets (%) 

63.0 

64.9 

40.8 

26.8 

26 1 

26.1 

79.7 

12.4 

8.3 

20.9 

34 Return on investment (gross profit 

to total assets) (%) 

17.1 

15.8 

17.4 

8.0 

8.0 

6.7 

39.9 

-4.3 

2.4 

4.9 

35 Gross profit to sales (gross margin) (%) 

12.2 

11.0 

15.7 

7.5 

10.0 

7.7 

54.0 

-7.0 

9.6 

8.2 

36 Operating profit lo sale* (%) 

14.8 

14.7 

18.8 

15.6 

15.0 

13.6 

61.8 

7.3 

18.6 

19.0 

37 Profit before tax to sales (%) 

10.5 

8.8 

10.6 

0.4 

6.5 

.3.6 

50.5 

-13.8 

5.4 

36 

38 Tax provision lo profit before tax (%) 

39.2 

39.1 

0 0 

2.1 

0.0 

0.0 

0.0 

-0.2 

0.0 

0.0 

39 Profit after lax to net worth 

(return on equity) (%) 

18.7 

17.0 

30.0 

1.2 

12.7 

8.0 

81.4 

-43.8 

2.6 

14.1 

40 Dividend (51) 

50.00 

33.00 

20.00 

0.00 

27.50 

25.00 

10.00 

0.00 

30.00 

25.00 

41 Earning per share (Rs) 

12.87 

9.78 

98.07 

1.87 

8 18 

5.15 1109.97 - 

-289.23 

15.85 

8.21 

42 Book value per share (Rs) 

68.6 

57.4 

325.4 

247.0 

59.8 

58.7 

1081.3 

334.6 

620.0 

57.1 

43 P/E ratio (based on latest and 

corresponding last year's price) 

40.4 

52.7 

5.8 

1031.7 

12.5 

24.3 

0.2 

-0.5 

12.6 

32.9 

44 Debt-equity ratio (adjusted for 

revaluation) (%) 

13.7 

41.1 

67.0 

117.0 

105.8 

92.0 

49.4 

391.2 

68.6 

359.2 

45 Short term bank borrowing* to 

inventories {%) 

19.7 

11.6 

41.6 

49.6 

21.7 

22.6 

52.9 

43.0 

91 4 

94.2 

46 Sundry creditors to sundry debtors (%) 

25.1 

17.7 

92.1 

10IJ9 

77.7 

115.9 

892.8 

419.1 

50.4 

48.2 

47 Total remuneration to employees 

to gross value added (%) 

27.4 

27.0 

31.6 

38.6 

44.1 

54.6 

til 

50.5 

37.1 

37.5 

4V Total remuneration to employees 

to value of production (%) 

5.3 

5.6 

11.2 

10.2 

V.9 

11.9 

8.4 

8.2 

12.0 

12.2 

40 Gross fixed asset* formation (%) 

8.3 

84 

3.0 

1.0 

16.7 

15.3 

-30.2 

4.0 

190.5 

. 27,1 

5') Growth in inventories (54.) 

10.56 

-18.94 

25.12 

4.53 

-17.35 

15.08 

-21.41 

2.79 

3.64 

32.55 
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iiktta pern‘feed asteta have-shows a 
itesdy ri wdinc in tbe pad tihw)W». 

Raw materials ware readily available. 
Increase in &e prices of eetUbnW material* 
vu offset by decrease in price* of certain 
rfmn. Tb« decision to generate power for 
its own consumption resulted in saving, 
generation of steam through coal and lig¬ 
nite hi replacement of costly LSHS oil 
mabled the company to generate electricity 
jconomically. 

The modernisation of die caustic chlorine 
ind azo dyes plant*, expansion of sulphur 
slack capacity and upgiadation of the Diinon 
slant were completed during the year. Work 
relating to capacity expansion of chemicals 
mddyextuffs and de-bottlenecking of plants 
lor the manufacture of intermediates and 
; re sol also started during the year. 

An investment of Rs 155 lakh was 
indertaken in the year under review for 
. and D activities which were carried on in 
he areas of dyestuffs, bulk drugs and agro- 
;bemical» and intermediates in addition to 
latural product ex tractions for development 
rad improvement of new processes. 

AJAJHINDUSTHAN 

iigher Return on 
Investment 

lajaj Hindus than has done well in 1993-94. 
with net sales increasing by 5 per cent, 
operating profit by 792 per cent and and net 
rrofit by 483 per cent. Taxation fell by 80 
Kr cent, interest charges by 40 per cent and 
leprec iation by 48 per cent. Other pro visions 
nereased by Rs 50 lakh. Other income rose 
jy Ra 89.97 crate, while non-operating 
ncome was up by Rs 33 lakh. The company 
feclared a 10 per cent dividend for the year, 
mporta rose by 66 per cent. 

Dobt-equity ratio fell sharply from 226per 
entin 1991-92 to 198 per cent in 1992-93and 
19 per cent in 1993-94. Short-term bank 
xxiowings to inventories rose steadily from 
17 per cent in 1991-92 to 42 per cent in 
1992-93 and 52 per cent in 1993-94. Sundry 
rediton to current assets fluctuated at 33 
w cent in 1991-92, 35 per cent in 1992-93 
ind 16 per cent in 1993-94. Return on 
rveatment rose by 43 percentage points for 
he year. Raw material consumed to value 
if production rose from 45 per cent in 
991-92 to 50 pec cent in 1992-93 and 51 
lercentin 1993-94. Ranting per share rose 
harply. Net value added to value of 
voductioo fluctuated at 14 per cent in 

991- 92,9per cent 1992-93 and 72 percent 
« 1993*94. Remuneration to employee* 
mediated at 39 per cent in 1991 *92,50 per 
ent in 1992-93 and II per cent in 
993*94. Inventories to sates foil from 74 
•er cent in 1991-92 to 49 per cent in 

992- 93 god 37 per cent ie )993-94, 

The coaapaay s u cc ess fully completed its 

nodenriaatioa-ctHB-mpantion project and 
he plant wa* commissioned in Mare h 1994 
rith an increased capecity of 5,000 TCD. 


The dktiOwy divisioa did not do well due 
to shortage of m otesses far production of 

industrial alcohol whkfe was the result of tbe 

imposition by UP government of control on 
molsstes, bringing 65 per cent under levy. 
The company sold off Rs oenveot division 
which was incurring losses. 

CESC 

Raised TkiHf 

Calcutta Electric Snppty Corporation 
(CESC), the RPO group power company, 
has shown good per formance in 1993-94. 
Net sales went up by 15 per cent, operating 
profit by 13 per cent, and net profit by 73 
per cent. Other income went up by 57 per 
cent for the year, non-operating income fell 
by Rs 11 lakh, interest charges fell by 3 per 
cent while deprecation rose by 5 percent for 
the year. Imports were up by Rs 26.90crore. 
The company declared a dividend of 30 per 
cent for the year as against 25 per cent in 
the previous year. 

Debt-equity ratio fell drastically from 366 
per ceot in 1991-92 to 359 per cent in 

1992- 93 and 68 per cent in 1993 94 Net 
value added to value of production rose 
steadily from 26 per cent in 1991-92 to 27 
per cent in 1992-93 and 28 per cent in 

1993- 94. Short-term bank borrowings to 
inventories fell from 133 percent in 
1991 -92 to 94 per cent in 1992-93 and 91 
per cent in 1993-94. Sundry creditors to 
current assets fluctuated at 46 per cent in 
1991 -92,34 per gent in 1992-93 and 35 per 
cent in 1993-94. Sales to total assets fell 
from 65 per ceot in 1991-92 to 59 per cent 
in 1992-93 and 25 percent in 1993-94. Sales 
to gross fixed assets fell from 71 per cent 
in 1991 -92 to 64 per cent in 1992-93 to 25 


- percent in 1993-94. Orowth in inventories 
fell from 133 per cent in 1991-92 to 32 per 
cent in 1992*93 and 3 per cent in 1993-94. 
dross saving to groee capital formation roee 
by 6 percentage points in 1992*93 but has 
now fallen by tbe same in 1993-94. Return 
on investment fluctuated at 3 per ceot in 
1991-92.4 per cent in 1992-93 and 2 per 
cent in 1993-94. Earning per share in¬ 
creased in tbe past three years from Rs 7 
in 1991-92 to Rs 8 in 1992-93 and Rs 15 
per share to 1993-94. 

Total power generation increased by 67 
million units in tbe year. Energy tales 
increased by 4.14 per cent The company 
re vised iu power tariff to which tbe industry 
reacted sharply, though tbe company 
justified its action by claiming rise in the 
cost of coal and railway freight CESCON. 
the wholly owned subsidiary of the company, 
achieved a total turnover of Rs 204.40lakh 
Tbe gas turbine station at Kasba is being 
renovated and overhauling of one unit ha* 
been completed. Work on the Budge Budge 
project for strengthening generation capacity 
ba* marie substantial progress. The company 
plans to commission the first unit by the first 
half of 1996. Tbe company proposes to sc< 
up a thermal power station at Balagarh in 
three stages. Under frequency topping ha* 
been commissioned in the eastern grid as 
a protective measure to prevent grid collapse 
following loss of generation. 

The company invested Rs 10 lakh on 
R and D activities in 1993-94 against Rs 5 
lakh in the previous year. Development of 
digital equipment, introduction of modem 
toola/cquipment and simplified joint 
system and various innovations in tbe 
attachment and parts of outdoor equipment 
far extra safety were same of the activities 
of tbe department 


TRAINING FOR DEVELOPMENT 
ANALYSIS AND ACTION 

Conducted fry : 

Behavioural Pctanca Cantra 
Ahmedabad 
& 


Sural 

A 21 wank, pod graduate residential programme lor poraonnei at voluntary 
orgeniaabona and thoaa intaraatad in development action. The course begin* 
on Id September. 1996 and integrate* tha o rai caJ unds reten tbn g . personnel 
growth and (laid experience. United tinanad and placemen t support. 

White for 


ft Xavtar'a CoBaga, 


Lmt dMe for ap pScmti o n JOtfi Aprt, IMS. 
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CURRENT STATISTICS * ‘"v : 


Commodity prices have registered aU round increases intrant weeks eve* w reserve money and money supply growth has boar moderated. Overt)*- 1 
pest month there has bee« an unusual 3.4 per cent decline in reaecve meaty. Simultaneously, non-food advance! an galioptag. Foreign exchange 
reserves (other than gold) have touched $ 19.77 billion. The havaia rate haa been reported at above Rs 36 per US dollar. Money market is becoming 
incnaaiogly tight with call money rate* remaining very high and primary ax well aa secondary market yield rate! firming ip. friths ntee of bank* and 
financial institutions have been raiaed in r e s po ns e. generally by a full percentage point to IS-1S.5 per cent. 

Macroeconomic Indicators 



Coat of Living Indices 


Latest Van at too (Per Cent): Point-to-point _ 

Month Over Over 12 Months Fiscal V ow So Par 1993 94 1992-93 1991-92 1990-91 
Month [attest Previous 1994-9$ 1993-94 


Industrial Wasters (1<»S2=100) 

291" 

0.3 

9.8 

8.6 

Urban Non-Mas Emp (1984-85*100) 

240 10 

0.8 

10.1 

6.3 

Agri Lab (July 60 to June 61=Unj\ 

1297 lJ 

0.9 

11.2 

9.3 1 


HD 

■ 


Money and Ranking (Rs crore) 


Money Supply (M4 
Currency with Public 
Deposits with Banks 
Net Baak Credit to Govt Sector 
Bank Credit to Comml Sector 
Net Foreign Exchange Assets 
Reserve Money 
Net RBI Credit In Centre 
Scheduled Commercial Banks 
Deposits * 

Advances 

Non-Food Advances . 
Investments 


__ Variation _ 

Fiscal Year So Far 1993-94 

1994-95 1993-94 


13.9 13.6 

13.6 13.4 

21.9 16.6 


1991-92 


502890 

98008 

399976 

217228 

272210 

70645 

158666 

95632 

362392 

195908 

182390 

149534 


7218(1.4) 
1474(1.5) 
3532 (0.9) 
144 (0.1) 
4796(1.8) 
849(1.2) 
-5388 (-3.4) 
-556 (-0.6) 


69324 (16.0) 
15810 (19.2) 
51136(14.7) 
13442(6.61 
35007 (14.8) 
16918(31.5) 
20044(14.5) 
-1151 (-1.2) 


3778(1.0) 48577(15.5) 
5832(3.0) 32286(19.7) 

5996(3.3) 29675 (19.4) 

1066(0.7) 17141(119) 


56076(15.3) 
12157(17.8) 
43591 (14.7) 
3029) (17.2) 
14102 (6.4) 
14881 (59.6) 
20228(18.3) 
8417(8.7) 

40382(15 0) 
10016 (6.6) 
5864 (4.0) 
24199 (219) 


66741 (18.2) 
13915(20.4) 
51601 (17.4) 
27548 (15.6) 
17068(7.8) 
28775(15.3) 
27843 (25.1) 
263 (0.3) 

46560(17.3) 
12436 (8.2) 
8272 (5.7) 
26867 (25.4) 


49344(15.5) 
7175(11.7) 
41741 (16.3) 
17975(11.4) 
72141 (17.1) 
3726 (17.6) 
11274(11.3) 
4157 (4.6) 

37814 (16.4) 
26390(21.0) 
24317(20.1) 
15460(17.1) 


51653(19.4) 
8050 (15.2) 
43392 (20.5) 
18070 (1Z9) 
16225/9.4) 
10645 (100.6) 
11776(12-4) 
5904 (6.7) 

38216(19.8) 
9291 (8.0) 
9127 (8.2) 
15|31 (20.2) 


Weights 


1993-94 1992-93 1991-92 1990-91 19*9-90 1988-89 1987 88 



finipi Trade 

Dec 

R.r-i it! n if* inn ji 

1993-94 

1994 

1994-95 

1993-94 


Exports: Rs crate 

7490 

57503 (16.9) 

49182 (31.8) 

69547 (29.5) 

US 3 an 

2387 

18328(16.9) 

15681 (20.0) 

22173 (19.6) 

Imports: Rs crate 

8587 

63814 (23.9) 

51477 (8.4) 

72806 (14.9) 

US Sms 

2736 

20339 (23.9) 

16413 (-1.3) 

.23212(6.1) 
17456 (10.6) 

Non-POL US J nm 

2230 

16138 (33.1) 

12121 (-1.4) 

Balance of Trade: Rs crate 

. -1095 

-6308 

-2295 

-3259 

US Snot 

-349 

-2011 

-Til 

-1039 


1992-93 


1991-92 


53688(21.9) *4042(35.3) 
18537(3.8) 17866 (-1.5) 
63375(314) 47851 (10.8) 
21882(117) 19411 (-194) 
15782(113) 14047 (-212) 
-9687 -3809 

-3345 -1545 


32353(17.6) 
18143(9.1) 
43193 (210) 
24073 (13.2) 
18045 (3.1) 
-10640 
-5930 


Foreign Csdna 

(excluding gold) 


Usance 
US $ mo 


Ah 17, 
1995 


Feb 18. Mar 31, 
1994 1994 


614*44) 380674) 47626.0 -123.0 23367.0 
19774J0 121684) 151764) 18.0 7546 


1994-95 1993-94 


138084) 1787141 
45384) 57164) 


1993-94 1992-91 1991-92 4990-91 


5315 10223 
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Money Market Rates of Interest 

4 Per rmt prr annum 1 
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CIVIL LIBERTIES 


in' M, . A 


No Right to Vote 

A (i Noorani 


How am ihe election officials explain the deletion from the 1995 electond 
rolls of person ,v who had diligently exercised their franchise in every 
election since independence? Instead of admitting their laftse , they are 
using Form 6 as provided under the Registration oj Electors Rules as a 
fig-leaf. 


THF impressiveIs high turn out of volci> 
should not I'tisiuiv the t jc! tli.it. .is The 
Ttir.es tf In Jut reported on February 13, 
to:!' .'1 thousands of legitimate voters from 
svvcial loci'uins. hi ■■.! of11 1 'lioto-kleti- 

tu; card-holdvis. . . , no’ \..|. (vei'.tuse 
lh > names ■'•>' ■■ ti i ,- o !'.• ll •. 1495 dec 

i.': , . T 1 ,. '• i ...s(oral >1 floor ot 

■vl.'Inr i." i i f Sti.ii.l... h-id a ready 
•, i -r d.i 1 "'lire dcu-ion ot the 
v ilir.j ofiKti :>• to.>tr."!i them troni oxer 
a then v imoiiu'i TlietH't 

,-t ot voter- v . .i-i.. vi ii. .Inis )4'M. 

illeioo |:Ltin >t phot.-identity 

aids • i>er . • j'l.'. ..ic> ‘ o o loot ion 

iHliii.’.-.toti, let oicotoi,.! rooio.it was ri¬ 
nsed in 19oS will iic-iis-aix in .iiin'ions 
cere given i. ithe enure elect irate tociisuic 
hat then name' Mete m the latest registet 
[lie n line' ol such v.-ter- who did n. a bother 
o help the administration to upilate the 
■leotoral register sin: not figure in the latest 
1 st " 

The returning office! B K Pokharkat. 
provided the Jet.ills Klenli's nieogtaphy 
legan in Septenihei 1944 on the hao. ol 
he January I ^4 electoral Mils bn .lire-t. 
numeration ot volets is as ,|. .r.e between 
uly 15 ami Augusi 28. 1 944 The ! l a> 
.tdeh publicised Voters were .okeil to 
tlsure thatthey tigurcd in the new cles.toi.il 
tsl If not. they were asked to fill up p. >rii’ 
The new electoral roll W.o publiu-ed 
etween t Jctuher 25 and Nuvemlier 24. 
444 The 1996 electoral rolls were Iro/en 
n lanuarv 2. 1995 Aihlcil Pokharkat. 
Most voter.' become aware .1 this only 
n voting slay They do not s are about the 
rooedure on time " The onus was 
lereforc. on the voters who did not 
are enough to verify the tre-h rolls 
ftcr October 24. 1994. according n> the 
:tuming officers of all constituencies 
hlch reported a fair number of deleted 
amex 

S. irne arrogance and insensitivity 1 It was 
•impounded by plain silliness: 

Vit..-i. .ui enumerator* ring their slooi- 
bill , not ihe dog appears at the dour. 


then the servant who ptumises to fetch the 
'nienisaheh' only lo come hack and sav 
she is resting and cannot he disturfvsJ 
Wh.it. then, ate we supposed to do? 
How many in Bombay keep dogs and have 
memsahebs"’ It is men like Pokharkar 
who give the bureaucracy a hasi name for 
mdlffeiencc to citizens' problems Be it 
remembered that this time around political 
parties slid not distribute polling slips or 
cards with the voters' names and mimhcis 
on the electoral roll, the addtesses of the 
polling booths etc. to the extent they did 
lot met ly 

tllhei election official' 'poke in a 
similar vein. ‘All this happens due to 
tgnotaiKc and lethargy on the p.ut ot the 
voter", said I'tiain Kholvjg.nle. Bombay 
suburban distm t collcctot One wonders 
how to characterise the failure to deliver 
photo identity mtds to volet- who Jid 
bother to get themselves photographed 
Or, !.>r that matter, the deletion ol names 
ot ten- of thousands' of voters How 
do these otlicials explain the deletion 
Irornthe 1445 roll >d persons who had 
diltitently exeiciscd their tianchise in 
i v e I y election sine.; independence 1 
Whose 'ignorance and lethargy' were 
responsible l.ir the denial ol dicn ngbl to 
vote in 1495. theirs ,.| the election 
personnel s’ 

The Kepiesciilatiou of the People Act. 
1450 provides for the pieparation of 
electoral rolls and registration of voters 
Seciion 22 provides for coricilion ol 
entries in electoral rolls by the electoral 
registration officer. It obligates him 
explicitly to "give the person concerned a 
reasonable opportunity of being heard" if 
the officer purposes, inter aha. to delete 
his name 

Section 2 3 enable super.son whose name 
is not included in the electoral rolls of a 
constituency to apply to the electoral 
registration officer for the inclusion of hi* 
name in that roll Section 28 confers t>n 
the c cntral government p< iwer to make rules 
Section 10 hats Ihe jurisdiction of civil 


courts. But this affects only civil suits. No 
statute can affect the writ powers of the 
high courts under article 226 of the 
Constitution. 

The Registration of Hlectors Rules, I960 
provide the details. Rule 13 prescribes 
Form 6 l'or persons claiming inclusion 
of their names Is it seriously suggested 
that Ihe entire electorate should lay 
siege lo the office of the electoral 
registration officer to see whether their 
names are included or not? The law dives 
not dispense with the need for exercising 
intelligence while construing a statute 
The law is based on the supposition 
that officials as well as citi/clis act with 
due sense ol tesponsibility In any case, 
theie is no lustil'ication for any deletion 
without notice. Highly educated persons 
of known civu commitment say that 
they received no suih notice and that 
they had exercised then tianchise in the 
pasl Obviously, ii is the electoral 
registration officer's men who have 
bungled Instead ol admitting dial, .sennit 
olfici.il' arc tl'lllg Kuirt f< a' a tig leal to 
conceal their lapse. 

The fact that the law is deficient in 
providing redress makes mailers easy 
I'm them In India ihe right to vole ot 
to stand as a candidate lot election is 
neither a fundamental tighi in i i civil 
right, but a st.ittitoiy right exercisable 
in the manner laid down in the statute 
Article 125 of the Constitution provides 
only that no person shall be ineligible 
foi inclusion in an clectoi.il roll on 
gi-'und' onlv of irhgion tate. caste or 
sex It pi ovules against disab.iity on these 
grounds It colliers no right as does the 

International Convention on Civil and 
Political Rights in aiticle 25(.ii It says. 
'Tv vrv c iti/en ihall have the right and flic 
opportunity without unr< asonuhlc 
rcstriilions fa) to vote and to he elected 
at genuine periodic elections " India has 
ratified this covenant and is hound to 
account periodically tothe Human Rights 
Committee, established by the covenant, 
for observance of the provisions of the 
covenant 

In Ihe meetings of fbc Constituent 
Assembly's advisory committee on 
fundamental rights, minorities, and tribal 
and excluded areas. B K Ainbcdkar was 
emphatically of fbc view that adult 
franchise and all provisions for its free 
and fair exercise should be in the nature 
of fundamental rights All except Rajap 
agreed with him But eventually Katap 
carried Ihe day - lo our loss. 
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COMMENTARY 


Resource Mobilisation for New Welfare 
Programmes in Andhra Pradesh 

. V M Surma 

rite recent election outcome in Andhra Pradesh does reflect the popular 
nood to have sttfety net schemes for the poor in the wake of the 
iherulisution and globalisation programmes taken up by the central 
(ovemmenl. However, imless fundamental changes are brought a/rout in 
lie state fiscal administration along with proper targeting and 
nationalisation of the rice subsidy scheme, it is extremely difficidt to 
ope up with the impending fiscal crisis. In a way, the present <rius 
ihould he welcomed as it luts created a sense of urgency to speed uf) 
he process of the long-pending fiscal reform in the Male. 


[UK welfare themes .mummied by ihc 
lew yovei luncnt in AnJhr.i Pradesh have 
.ikctluptorisidcrsibleconrroversy Thefi«xl 
ub-nly scheme in par(kut<n. popularly 
mown as the 'two rupee-kilo ikc scheme, 
s seen in si iineurclesjs .me lei li.'ii straluycirt 
iseil by (he Telujtu Pcsam parry !■> e.ipiuie 
ohue.il posvci While it is debatable whether 
lie election siuiess tun be elilmly 
ttributable lo I he pinmise of Uec subsidy 
mse ihe t'onyress I’.uly bad also promised 

sinnlai si heme .ilheii on a mode si s» ale. 
u i broader sense, (lie oiiuoiue does reliesl 
lie populat iii.«hI to have siish s.ilcly net 
themes in the wake of the liberalisation mil 
■.lobalisalion pioeiammes laki n up by the 
tnlial yovctnmer.l 

Tile spieslion is how |,ii the use subsidy 
theme, atone with the oihct cs|u,tl!y 
mportanl wcllaic scheme piomiscsl by ilu 
lew government, iiarncls. prohibiiion i- 
tuple mciiluhlc in the lice < >1 Ihe railu i pie 
alllokls lllMlltl.il position ol the slats Ibis 

Isde is aimed at exploring file possible aller 

Mint w ays o| i.usiny(heiv'ouisestor the>i 
s hemes without unduly alive tiny the loiiyci 
elm developmental aclivilios in the st.m 

In a way. llie present stisis should b t < 
ve It umed as it lusocatvd a sense o| tnti nt y 
iis|ieeil up the (uotess o| ihe l.nty |\ndme 
ise.il [eiorm in the state Unless luiKl.mieiHal 
viol Ills aie uildeilaken on Ihe revenue aiul 
xpcnililuic In nits, ah hi y with pb >per Ur ye i 
ny and lallonalis.vlion ol the nee stheine. 
l is extremely sliflieult tor the stale govern 
ncnliocopc with the impending list alt risis 

Nt^tus* Ni-w Wui /mr- IVm.ksmmi.s 

Ii is well recognised that dunny Hie inihal 
rats ol die economic reforms, the poor 
voultl be the hanlcsi hit ansi that social 
■alcty nets we required to purr ett them from 
he poxMhle adverse imparl The two most 
inport ant threats Irom whn h the pin ir need* 
irotevtion are inflation and unemployment 


Several measures were introduced during 
the last three years in the union budget as 
pari ol the arui (ural adjustment and 
globalisation politics with a view to 
encouraging industrial prowtl.. steep 
rcshntion in eustorns dunes un industrial 
raw material' and tu excise duties, 
introduction o| tnt \nt ureniduties, lovsrrmr 
o| mlere.l rjle reduction ol s.Hpeiale lax 
ansi interns <a\ relict All these measures 
hats led hues budgetary dttisils The 
butdcnol the dclitii nidusesl uifl.sb.-ii r fell 
Itiois by ilu p.s't Aslsled t. iht. is iht 
piumnp ol the subsidies t>y u-ituitt n n. the 

allocution t..r it rigutior, rcJuslior. .■! 
stibsiibtslo smallaiislin ugei.il Istme-s amt 
thetipwaidn s ouhi > •! iljuaslm'm-ttn-dpt.st' 
ol sfVtl.ll commodities 

t'oriscsjueiuiy although ilv .i.flain Tl ! 4tU 
w.istarher 1'iouphl down lton> ajsc.sk. level 
ol 17 percent per .mnurt: ’o > teas. ruHt 
! II pel cent, slur my lsbyl-V2 iwl r J imi 
!G*I' U4 Ihe wtv'lc.alt ptist ii.de v h.o 
by 12 pti cent. 1 1 2A per uni ar.st u A j- v; 
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cent, respectively Wlicthcr thete will be any 
further price rise in the luturc remains lobe 
seen, but the situation a;, it cxi.ts t'jdav 
alicady causes alarm 
A‘. regards the uncmpisiynient situation, 
il the experience of countries following the 
World Bank models t- any indn.allot, the 
capital -miensivettehm logic alupgi adati. no 
adopted a* part ol the new ttonc.run p< .h;its 
have worsened ihe uriciiipi-oymeril situation 
m the country 1< is observed Thai during irr 
pasi decade ami a hail, while ’he rate ol 
Jtrowthi-! pro-, dome die pr due-’ha- I'otiC 
uplii.in t'l.d < per eci.t, Uic cir>pl..y li.eV 
growth ha- |aller. irorn 2 n I >• per cent 
tJ.e dec line beirip esen shaj[ier:!i agile uilure 
Irorn 1 KtitGO'per .cn' It ice stunatedUiat 
every year roughly k n.i'.li.per* t.s entei 
tftc iob n.aikci m »ht country 

Although »t are a .surest by ihe 
p.ocrr.mtm thal tbepmcri'C amj tbepr. wli 
ol ui.cmpf .yment is a sh 'hi run pben..men. hi 
thereisnecdfortonefi*trie pilicie-!' wards 
iiiiniriiionp iht buidtr. ■ ‘ .iiflatior. -rri the 
poor and ai-- hast’ > .Ita; 3. cti. *-r. 
irnpl.‘Vtiient ett,eta 1 !. : The -cran>cr.’ 
h.o re. gi used lb- .‘.tel i h a *.u:r, u fact 
urn ;l 'nt ii'ut o' i|,c c M'ictif.iftt d 
the structural n.1r"'t;i e!,l pr- era:' :i.t K :n 

last »ei bcl "i il-tl) .< T.s >■; ’la :i, r.,\ 

imp -rlardl» k • (• .id.i'i .ui, ft fifed, sel. 

(be pi. ‘fdeti...• i p- ■is , "i cut- vr.itud 
s-Kl.d .|v;T,v .f’ W b's f, alt. s' a t.l/gi t,,dss 
s>t .Hjr rroj c t-ibisir, irca- 

l.'u s .t.ics'i-: i • !.a.-. en ■ v • ’ : hc 
tssjsiee'.s'y ib s_ i'.,iu", .Itseh hi, crji 
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rvfic' 'hi i' ivtf:Ti.. : ■ c fi.trr. A large 
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FWiire 1: Them* in Revenue Stiwuix/Dancrr w AP 
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Yet there appears to he a need for prov iding 
more safety net programmes as reflected in 
the recent election outcomes in the southern 
states. The mandate with which the new 
government has come to power in Andhra 
Pradesh clearly shows the overwhelming 
public desire to have enhanced safety net 
programmes 

NaPW of- Fl« At Co S'STRAIVIS 

However, thedetenorating fiscal positions 
at the centre and in many states do no! 
provide any leeway for additional protection 
for the poor. Fiscal deficits and revenue defi 
cit.s have become a rule rather than except)! >n 
in many a state, leaving little scope for 
undertak mg any additional welfare schemes 

As observed by Sarnia and Srcedcvi.-’ the 
fiscal situation in AP has been deteriorating 
over the last couple of decades. Since the 
lale 80s, die basic imbalance, that is the 
inability to generate adequate revenue 
surpluses lor servic mg past debts, remained 
in the guise of recurring revenue deficits 
There hds been a steady deterioration in the 
revenue balance over the last two decades 
(Figure 1 ) The surplus which formed about 
3 5 per cent of the NSDP in 1075 76 has 
steadily declined and altogether disappeared 
by 1983014 Since then (he revenue deficit 
has become a regular leature of the annual 
budgets. AKo. the budgeted figures of the 
revenue deficit are gross underestimates 
because of the sizeable extra budgetary 
expenditure commitments every year For 
example, according to a government press 
release, the actual revenue deficit tor 
1994-98 atoverRs 1 .857 crore is far greater 
than the budgeted ks296crure.‘Therevcnuc 
deficit is on the vs rge of triggering-off forces 
leading to the debt trap situation when the 
government is compelled to borrow even to 
bri.tr,! <■ the revenue expenditure. 

Already as is evident from Figure 2, the 
tlel.t scivKiiic*! ibligatM sis are the ma|orcause 
ol the It -cal deficit accounting for over two 


thirds of it. The dominance of the debt- 
hurden is even more evident since 1990-9) 
when almost all the fiscal deficit is caused 
by (hedebtobligations. While the total fiscal 
deficit formed about 4 per cent ot SUP in 
1993 94 the non-debt or ‘primary’ fiscal 
deficit was only 0.24 per cent. Interest 
payments alone arc responsible for over 65 
per cent of the fiscal deficit while (he loan 
repayment obligations account for 28 per 
cent of the fiscal deficit. Clearly, the rise in 
fiscal deficit is more in the nature of an 
increase in the loan repayment obligations 
rather than new expenditure commitments. 

If the debt obligations are netted out. the 
revenue component of the remaining 
expenditure has been growing at the rate ol 
17 3 per cent pvi annum while capital 
expenditure has registered d 10 per cent 
growth rate per annum. Consequently, the 
shore of capital expenditure (net of loan 
repayments) in the total expenditure- has 
comedown from 26 per cent in 1974-78 to 
lust about 10 per cent in 1990-91 
Correspondingly, the share of revenue- 
expenditure (net of interest payments) lias 
gone up from 61 per cent to 74 per cent 
(Figure 3) 

ll these trends arc allowed in continue 
theq an explosive situation could emerge 


Sales tax revenue under the existing system 
Total S'l revenue f&udgcl/ 

Hypnthetn af revenue wuh partial exemption; 
and incentives* > 

SI revenue with VA1 
With partial exemptions and incentives 
With restructured VAT roles* • 


when the state government hu to not only 
divert its entire revenues but also raise hew 
debts only to meet the past debt obligations. 

Need fok Ratkinausatiiin op Rk e Scheme 

In vie w of the tight fiscal position, the new 
welfare schemes make the task of budget 
balancing herculean. Unless far-reaching 
reformson the expenditure and revenue side 
are undertaken it is not possible, to provide 
for the additional welfare schemes. It is also 
necessary to rationalise and properly target 
the scheme so that it benefits only the 
deserving poor. 

As things stand, the additional financial 
requirement on account of (he new rice 
subsidy schemccanbeestimalcdns follows. 
The food subsidy is targe toil at those who 
hold Ihe ‘white’ ration cards who are 
considered to be Ihe poor. At present the 
number of such households in the state is' 
estimated to be 90 lakh According to the 
scheme each household is entitled to 28 
kilogrammes of rice per month at the 
.subsidised price of Rs 2. Assuming the market 
price of the nee to be distributed to be Rs 7, 
the subsidy element works out to Rs 3 per 
kilogramme Thus the expenditure on this 
subsidy would work out to Rs 1.380 crore 
per annum As against this, the previous 
scheme with a subsidised price of rice at 
Rs 3 80 pc-r kilogramme- involved an 
expenditure of Rs 4K7 crore pci annum 
Thus, ihe additional finance required to 
implement the new scheme would lx: of Uu 
order ol Rs 863 crore- Adding In this lire 
excise and sales tax i e venue loss on account 
of tin- prohibition which is put at about 
Rs 1,(88) crore and also a protected 'olal 
revenue deficit of Rs KK) erme toi the yeat 
1994 95 even without the new welluic 
schemes, the total additional resources 
required (!) balance the budget w ill lx- about 
Rs 2.163 crore. 

Therefore, an essential pi'.-condition foi 
implementing the scheme would lie to 
rationalise the implementation and see that 
only the deserving pi»or get the benefit 
Propel targeting also helps (omimmisr the 
fiscal burden For example, the nuinbe-r ol 
households holding white ration cards 


1 abi E 2: Scope h* Raisiw, Ahouionai Revenue ehum Sai i.s Iaxaiion in AP 

iH\ i nirei 

1992 97 1997.94 


2*87 r 1618 
35(8) 4471 

Note r * The present level ot exemptions reduced by 80 per ixaM 

** The rales are more or lew same as recommended by (hr Chelliah (otnniiilci' So 
Table 4.2 of the Interim Report 


1*67 2364 

288) 7648 
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AMU 2: Durr anoNcm-Dsit CctMKMwre or Pwjw. Dawxr m AP 
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B Debt Q Non-debt 


I’M'Rf 3: SHVRKS OPCaITTaI. AW) RhVUNUL Cuv»-ONfcNn IN TOTAL NoN-DhBT (k/VMtl.MHIfl 

Exrwnm'its m AP 



ipears (o be rather high, if the scheme in 
cant for the poor then pertiapK.it is only 
•oper that the concept of poverty should 
i in line with that adopted hy (he Planning 
ommission or other official sources If 
ich a definition of poverty line is taken 
«p only 40 per cent of the population in 
* state or 2.4 crort people come under the 
cfinilion •( poor who should be the 
incficianes of the scheme. In contrast, the 
imbcr of people who can avail the new 
cc subsidy facility works out to be 3 6 to 
5 crort (assuming that the average sine of 
white ration card household is four or I i ve) 
learly there exists a substantial number of 
w-poor (1.2 to 2 1 crore) availing of the 
ibnidy right now 

Once the scheme is properly targeted 
wards the deserving poor, the financial 
irden may also come down from the 
caenl estimate of Ra 1.350 crore to about 
s 720crore. thereby involving an additional 
ipenditure of only Rs 240 crore over and 
Hive what the state government is 
ready spending on the rice subsidy 
heme. Assuming no further commitments, 
« weeding out of the superfluous cards 
ill bring down the magnitude of total 


additional revenue to be ratted to balance 
the budget to about Rs 1.500 crore instead 
of Rs 2,200 crore. 

Apart from this, there is also a case for 
reducing the subsidy element in view ol tbc 
rise in the open market price of nee since 
the scheme was find introduced in (he state 
Ai thai time the market price of rcastviable 
fine quality rice was around Ks 4 and the 
subsidised price erf Rs 2 was ab-xit 50 per 
cent lower than tbc market pnee Given die 
market price prevailing now to he Rs ? the 
ration price with tbc 50 per cent subsidy 
element would be Rs 3.50 and not Rs 2 per 
kilogramme. The subsidy invtiived under 
the present scheme is over 70 per cent of. 
the free market price Offering a subsidy of 
such a magnitude perhaps it stretching the 
safety net objective too wide. There is a case 
for reducing the subsidy element, if not 
immediately, hut gradually over the next 
few years. 

Scum Mt Rxmmxnew Rmxwvrs 

There appears to be hardly toy scope fee 
reducing expenditure of capital nature 
Already capital expenditure excluding 


disbursements has grown at only 9 pci s ent 
per annum wbefea* expenditure by way ot 
loans and advances has shown a grow th rate 
of 15 percent Thcgtowthof iiricstineut 
expenditures relating it > inigatn si which f-. nn 
roughly one-third of the capita) expenditure 
has been sluggish <>n the whole, capital 
expenditure growth has been already slower 
compared to the revenue expenditure gr< iwtli 
In contrast, the share ol ichiiuc 
expenditure even alter netting, wt the in’crest 

payments has gene up liom 61 per tent tn 
1974-75 Ui 74 per tent in 1990 9) Tlie 
overall growth t.| the total revenue 
expenditure has hecn P 4 per tent 
A major part *rf the revenue expenditure 
goes f-xthe wages. salaries andc slaniishment 
ol state government employee' xlone TV. - 
whitc paper re leased by the state government 
shows dial more than half ol (he state • 
revenue receipts and over 97 pa sent of the 
state'sown tax revenues goto* aids meeting 
the expenditure ->n wage- cu. < t sta'e 
government employees I' mean- "it 
revenues i.Uectc.l within tnc -tats !t'in the 
six crore po iple m the torn.; 4 (axe* an j r. *t 
taxes is iu-t suflicicr.t t., maintain n- cigr.i 
lakh and odd employees and t >r. -tti,;r.-d.. 
nothing much i- lelt foi j.i> ..(her 
devel-rpinenli] activity 
Unfortunately, the s v ope ( <t cxcrti-iiig 
restraint on current cipcnditare appear- to 
he little with tbc existing admir-t-tr-itnc -el 
up liems such as salaries allowances and 
establishment sbarges, debt advicing 
obligatin' cannot be touched iff ibe 
remaining, expenditure "ii cduc»!is-n 
medical and health services. po’xe. water 
supply and sanitation, costal welfare, 
agneulturt an-1 animal husbandry. fisheries, 
roads and hndge.'CintK-t be touched with-ml 
far reaching consequences The csswksuik 
sUssiftuhiR brings ,-ui that the share -.4 
the wage- and catanc cctnfvr«e«i1 has 
remained conn--.nl.il aboui 2<!-25pei cent 
of the total while there has been a sitady 
n* tn the transfer payments Cigar tv the 
n*c in ibe tiansfer payments t« ach’tseJ 
by cutting down on the capital outlays and 
not by consumption expenditure Thus 
major part of the revenue expenditure o 
flowing out in the form o? grants ar.J 
subsidies, etc 

• Soon-re* ArennioNAi Rrvfiv’t 

There doe* exist aortic hope -<t the re venue 
rede in the formed rational;sing the existing 
tales tax system and introduction of 
agricultural beddings tax 
Sales tax being the most important tax 
revenue souk c of the state with halt of the 
own lax revenue coming ft"m the cw-t. 
it is natural to katk for additional trvenut 
from this *ow« and the sc-spe (tn addi 
lional revenue from this s.win c s annex be 
ruled out 
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Fkiuke Pe» Cakta Sales Tax Revenue m AP amj Othbk Mak* States, 1990 



Fkh'rl 5 Sai es Tax Ki.v sni'e as Pkk Cent or SDP in AP and One* Major States 



First, the per capita sales tax as also the 
ratio of sales tax to SDP in AP are just about 
average compared to other states (Figures 
4 and 5). The large agricultural .content and 
primary sector content which, for various 
reasons, is either exempt or taxed at a very 
low rate, could, but partly, explain the low 
level of taxation. 

Second, the effective tax rates (tax 
collections as proportion* to corresponding 
gross turnovers) in respect of several 
commodities are considerably lower than 
tbe corresponding statutory tax rates derived 
by combining the different components k 
namely, tbe basic tax rate (GST), the 
additional tax rate, and the surcharge. The 
wide difference between the statutory and 
tbe effective tax rate is partly due to the 
plethora of exemptions, incentives, etc. This, 
however, is not to suggest that >11 the 
exemptions and incentives should be done 
away with a* they reflect various social 
welfare objectives of the state. However,, 
reviewing and restructuring of these 
exemptions and incentives may yield 
substantial additional revenue. 


Third, tbe report by Sarma. Bagcbi and 
Mehta 4 ax well as the Interim Report of the 
Chclliah Committee’ contain recommenda¬ 
tions for various measures of rate 
rationalisation. While the former suggested 
merging of the additional tax and surcharge 
and combining into one tax rate for each 
commodity group, the latter has 
recommended regrouping of commodities 
to reduce the number of tax rates to four, 
and adoption of VAT system. Rough 
calculations show that a four-rate ( 4 per 
cent. 9 per cent, 11 per cent and 13 per 
cent) and a special /ate of 27 per cent for 
petroleum products, a VAT system, with 
drastically reduced incentives snd 
exemptions esn generate substantial 
additional revenue (Tables 1 and 2). The 
rale-rationalisation will also bring about 
the much needed transparency in the tax 
system leading to improved tax compliance 
and higher revenue. It can be seen that 
these proposed rates are Dot much different 
from the present rates.and also those 
proposed by the Cbcllish Committee in 
its Interim Report. Thus, the time it 


opportune now to bring about the much 
needed sgles tax rationalisation. 

Agricultural income or holdings base 
contains tome scope for widening the tax 
base in many states including AP. As noted 
above, an important reason for tbe low per 
capita sales tax or the low sales tax to SDP 
ratio in AP as compared to industrialised 
states such as Gujarat andMaharashtra is the 
large content of agricultural commodities in 
the sales tax base and the relatively lower 
sales tax rates on such commodities. 
Commodities like rice and cereals come 
under the category of 'declared' goods the 
rates on which are not allowed to exceed the 
central sales tax rates. Consequently, slates 
such as AP with large agricultural base arc 
at a disadvantage. 

Also, the only tax touching the agricultural 
sector so far has been land tcvenue, the 
productivity of which over the years has 
dwindled to a negligible level in AP. One 
way to compensate for the low sales lax 
potential from the agricultural sector and for 
the loss in land revenue is to levy the 
agricultural income or holdings tax tn the 
state. While there exists near unanimity on 
the need to im|>osc heavier taxation on the 
agricultural sector, it is surprising that a 
workable mode of taxing the agricultural 
sector has not yet been found. The tax as 
recommended by the Raj Committee 4 n*> 
doubt involved many administrative 
problems. But nothing prevents the state 
governments from making innovations sue li 
as the one suggested by Bagcbi. 7 In spite ol 
various schemes and modi I teat tons 
suggested, the state government's reluctance 
logo for agricultural taxes has to be attributed 
to political compulsions 

The scope for improving the revenue 
from other tax sources such us the stamp 
duties, motor vehicles tax andcntcrtainmeii! 
tax as also from the non-tax sources is very 
little. 
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Restructuring Banks’ Capital 
Need for an Integrated Approach 

N P Korop 

Restructuring of banks’ capital has to be done after a careful 
consideration of all the implications and not as part of hasty, half - 
'taked schemes of partial privatisation. An outline of an integrated 
scheme for banks’ capital restructuring. 


70 get out of the muddle of partial 
privatisation, about which I wrote earlier 
\EPW, September 10,1994), the government 
has promulgated the Banking Companies 
(Acquisition and Transfer of Undertakings) 
Amendment Ordinance on January 21. The 
ordinance became urgent to facilitate 
finalisation of the balance-sheet and 
profit and loss-statement of Punj ab N at tonal 
Bank, which unwittingly became a victim 
of structural reforms in the banking sector. 
On the merger of New Bank of India with 
i*NB in September 1993. PNB came to be 
saddled with New Bank's accumulated 
losses of about Rs 430 cron:. The per¬ 
functory amalgamation scheme contained 
no provision about (he manner in which (jje 
losses have to be absorbed But PNB took 
a firm stand that notwithstanding the 100 
per cent government ownership of both the 
banks, the losses should be borne by the 
government retrospectively from the date 
of merger. Pending acceptance of its 
demand, the bank did not finalise its 
accounts as on March 31. 1994 
The ordinance conceded PNB ’ s demand. 
The special provision meant for PNB in 
the ordinance is that the loss arising out 
of amalgamation of another bank can be 
reduced from the capital with retrospective 
effect from the date of merger it is the 
ordinance that enabled Rashid Jilam. 
CMO of PNB. to announce at the belated 
inauguration function of (he bank's 
centenary celebrations held on January 28 
(hat the bank will be showing substantial 
profits during 1993-94. Referring U» the 
situations like the one in which PNB was 
placed. I wrote in September that "in such 
situations, the chief executives of the 
organisations have a wider responsibility 
going beyond complying with the wishes 
of the government; they have to display 
qualities of professional leadership of the 
organisation” (EPW. September 10.1994). 
Rashid Jilam rose to the occasion and 
deserves all compliments, for a still more 
important reason also. At the function, 
addressing a gathering ofabout a thousand 
people, none of whqm was below the 
poverty line, the PNB chairman stated in 


the presence of un ion finance minister and 
RBI governor that poverty alleviation 
lending is not contradictory to profitability 
of banks. What the country needs is the 
PNB model of socially responsible and 
profitable banking and not one decrying 
social responsibilities and reciting the 
mantra of profitability and privatisation 

The ordinance envisages reduction in 
bank capital by three authorities. It 
empowers (1) the central government, in 
consultation with the RBI. tocancel capital 
of wholly-owned government banks against 
their losses; (2) the boards of directors of 
government banks, after consultation with 
RBI and with the previous sanction of ihe 
government, to repay paidupcapilaJ which 
is in excess of the wanu of the bank. (3) the 
shareholders of a partially-privatised bank, 
by a special resolution passed with a 
minimum of T3 percent majority, to cancel 
capital against ib loss or repay excess 
capital. The reduction in capital under ail 
the clauses should not exceed 75 per cent 
of the paid-up capita) as on the date of the 
ordinance. 

Newspaper reports indicate that on the 
issuance of the ordinance, banks have 
rushed to RBI with tbeir proposals for 
capital restructuring. As 1 understand the 
problem, there is no urgency. except in the 
case of PNB. necessitating ad hoc decision 
without • thorough study of the vartdu* 
issues involved. The four major factors 
whkh need consideration arc (1 ) the nature 
of (he loss lobe wiped out, (2) the special 
features of the capital to be reduced. (.3) 
the purpose for which capital is to be 
reduced, and (4) the competence of the 
bank management to achieve the objective 
of capital reduction in harmony with 
achieving the other objectives of the bank. 
Let us examine the four factors in some 
detail, 

During the two years ending March 1994, 
the loss incurring nationalised banka 
incurred a total loss of Rs 8,767 crore. Of 
this, fuovUtans claimed Ra 7.712 crore and 
operational locate Rs! .055 crore. The bank 
managements, which did not follow even 
•modicum of norm* for income recognition 


and provisioning cannot be expected to 
follow the newly introduced norms also in 
their true spirit. Their mindset remaining 
the same, such management! jump to the 
other extreme of making excessive 
provisions. Citing a top executive of a bank 
with accumulated losses of over Rs 1,490 
crore, a writer ha* mentioned the cast cl 
• dispute of about Rs 30crore in an account 
in the bank. The bank has provided K* 50 
crore in (be account despite auditor* making 
it clear that no provision was needed 
Further, apart from excessive provision in 
individual accounts, (he flank has created 
a contingency provisioning fund by way 
of surplus provisioning. Such a policy ha* 
been adopted, we are told, u* uke cart <->1 
future losses m advance and also to increase 
future profits by write -back of provisions 
Therefore, what the bank management has 
done is to nationalise future losses when 
the bank is expected to be in partial private 
ownership and privatise current profits 
when the bank is fully owned by the 
government - a care of privatisation of 
government profits and nationalisation of 
private losses The RBI and the government 
have to take note of the above character 
of provision-related tosses and me lack of 
commitment to professional values 
displayed by such managements Apart 
from the excessive provisions, suhcumtiai 
part of the current legitimate provisions 
and operational losses resulting from non 
recognition of income is expected to be 
written back either by conversion of non- 
performing loan* into performing t ate gory 
needing no pros ision or by recovery from 
borrowers 

The government has recently established 
many debi recovery tribunals to facilitate 
prompt recovery of dues to banks The 
suit filed case* involving Rs 10 lakh and 
above with public .sector banks liable lobe 
transferred to the tribunal* numbered 
10.595 on August 1. 1993 Based on 
information on the amount involved m 
such cases with four nationalised banks, 
the total amount involved for all 
nationalised banks may he estimated at 
Rs4.b7? crore. As compared to prettt- 
making banks, the loss-incurring banks 
have a higher proportion of suit-filed 
cases falling within the jurisdiction of 
the tribunals with better chance* of 
recovery It appears correct to say that 
many bigger borrowers have become 
wilful defaulters taking full advantage of 
weak bank management* Wiping out the 
losses of Banks by die government wdf 
significantly eliminate the necessity for 
recovery from borrower* and win hamper 
(he emergence of strong professional 
management* in banks The reasons 
which the RBI adduced against the Janata 
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government’s Agriculture! and Rural 
Debt Relief Scheme (the government paid 
Rs 2,158crore against a claim ofRs 2.833 
crore made by public sector banks) and the 
Narasimham committee's recommendation 
for establishing an Asset Reconstruction 
Fund to take over bad and doubtful debts 
are valid here also. The point 1 wish to 
make is that cancellation of capital against 
loss has to be done after a careful 
consideration of all the implications and 
not under hasty, half-backed schemes of 
partial privatisation. 

Conceptually, the reduction in capital 
should be related to the irrecoverable 
loss out of the provisions. One way to 
arrive at the figure of write down of 
capital against loss' is to restrict it to the 
loss written off hv banks out of the gross 
NPAs as on March 31. 1993. The RBI 
should study the write off and recovery 
experience of hanks with regard to NPAs 
as on March 31. 1*993 and formulate 
guidelines for cancelling capital against 
loss rather than creating opportunities for 
administrative discretionary decisions 
Rule based decisions arc required if 
professionalism is to be developed, both 
in the supervisory and supervised 
organisations 

The ordinance empowers the 
shareholders of partially-privatised banks, 
either with or without extinguishing or 
reducing liability on any of its paid-up 
shares, to cancel any paid-up capital which 
is lost, or is unrepresented by available 
assets: or pay off any paid-up share capital 
which is in excess of their requirements. 
The power may be exercised from time to 
lime. Tbcobjective of the clause, ii appears, 
is to reduce government shareholding in 
stages. The objective is laudable, but I have 
a doubt. As I understand, after share capital 
is raised from public, all sharedholders. 
namely, government and private, have equal 
rights and obligations. Under such a 
situation, will it be possible to say. even 
with the consent of the government, that 
only government-owned capital is lost or 
unrepresented by available assets or in 
excess of the wants of the bank? 

Before taking up the problem of 
repayment of capital, let us look into the 
special features of the government 
contribution to the capital of banks. At the 
time of contributing capital to banks, 
government asked the banks to invest the 
funds in special bonds so that the capital 
contribution docs not entail immediate 
funds outflow. Initially, the bonds were 
perpetual non-tradable securities at 7,7$ 
percent interest. On subsequent occasions. 
10 per cent tradable bonds redeemable in 
instalments were issued. On reducing the 
government capital, the funds invested in 


the bonds Wit! become untied from the 
government contribution to bank capital. 
It will become bank's own funds invested 
in very low earning securities without 
justification. A solution to the problem is 
to convert the ‘Recapitalisation Bonds' 
into tradable bonds at market rates of 
• interest but redeemable in instalments. The 
resultant lower demand for government 
securities from banks for SLR purposes 
could be managed by slowing down the 
pace of reduction in SLR and widening of 
the market for government securities. A 
suggestion to meet the higher interest 
payments on the converted securities is 
given below. 

The ordinance enables the profit-making 
banks to reduce government capital by 
repaying it. As the contribution to the capi lal 
was tied to its investment in low earning 
‘Recapitalisation Bonds', there is a strong 
case for linking repayment of capital also 
to the same bonds. Nevertheless, it was 
suggested in the earlier para that they should 
be delinked, largely to the advantage of 
weak hanks. As Ibc objective of capital 
repayment by strong banks is to increase 
earning per share so as to get a high premium 
per share while issuing shares to the public - 
in excess of its wants is only a legal fiction - 
the capital repayment should be at a 
premium. The premium for repayment of 
capita] should be fixer! as a percentage of 
premium on public issues. 

From the foregoing analysis, an outline 
of an integrated scheme lor the capital 
restructuring emerges To sum up' 

(1) India needs a commercial banking 
system which is socially responsible and 
profitable The experience of many banks 
in the country shows that poverty alle viaiion 
lending is not contradictory to profitability 
under strong, professional work culture. 

(2) In any achcmc of capital restructuring 
of banks, the first requirement is to delink 
bank capital from the 'Recapitalisation 
Bonds' by con verting them in to m arkctab |c 
bonds at market rate of interest and eligible 
for SLR purposes, but repayable in 
instalments. The consequent reduced 
demand for government securities from 
banks may be managed by slowing the 
pace of reduction in Ibc SLR ratio. 

(3) The repayment of government capital 
by banks should be at a premium fixed ax 
a percentage of the premium to be charged 
while issuing shares to the public. The 
percentage should be uniform for all banks 
This will partly compensate4>c government 
for the additional interest on converted 
bonds. 

(4) For parti ally-privatised banks, no 
cancellation of government capital is 
envisaged. Tbi* will reduce the scope for 
speculation in their shares. 


"I 


<3) For weak banks with tubsttatkl Ipsm 
the primary requirement W to strength) 
the management and work culture so as 
ensure that they can become profitable ai 
social ly responsible banks in a com pel iti 
environment They should strive hard 
become profitable on current opcrutio 
after meeting the current provisions. 

(6) The write back of provisions rclatii 
to NPAs as on March 31. 1993 will I 
excluded while assessing a bank’s tu 
around. 

(7) The cancellation of government capii 
will be against the irrecoverable losses u 
of the gross NPAs as on March 31, 199 
Such cancellation will be done from tin 
to time. 

(8) The ploughback ol the profits ami tl 
cancellation of capital against irrccovei ah 
losses will substantially reduce the loss 
and increase the real capital of the bank 
Only alter a bank demonstrates its streng 
to manage the affairs of thuhank profuab 
and with the social responsib) lily ex lies t 
of it. it will be pcrimttcd.to approach u 
capital market for equity capital 

(9) Under the above framework, it will n 
be possible for all banks to achieve tl 
minimum capital adequacy laliohy Mar> 
1996. While there will not be a getter 
extension of the dale, the RBI will gp 
exemption to individual banks tor 
specified period depending upon li 
position of each hunk 

(101 For the interim period, extremely we. 
banks will be provided with 7 irr II ..apit 
support by government Banks may al 
raise Tiet II capital from the market 
There may be disagreement over d 
elements of the integrated policy frau 
outlined above, but the need lor . 
integrated approach is beyond dispute F.\< 
the finance minister underlined us nev 
when he said, on the occasion of tl 
centenary celebrations of I’un jab Nation 
Bank, that privatisation of the cconoii 
should be based on rule governed systen 
involving the laying down ol objective ar 
publicly stated criteria and guidelines t 
the conduct of regulatory xuthoriiu 
Formulation of an integrated policy fort! 
nationalised hanks, which are under h 
direct control, will add credibility to ti 
finance minister's observations 
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Once Upon A Language 9 

eggy Mohan 

iterary Urdu is not adapted, in India, for modem discourse of a 
chnical nature. So you choose, if it is emotional it will be in Urdu; if 
is scientific it will he in Hindi; if it absolutely must be in common 
Undustani’, it will he trivial and depthless. You mustn’t jump from 
•anch to branch of this language tree. But intuition and fearlessness 
tve a way of cutting through these num-made strictures. 


TMHTIMBS it takes nothing short of all 
air vireams coming true for those dreams' 
ner hollowness to come to light 
I was taken to see Alka/i’s ‘Three Greek 
agcdics' (Hindustani adaptation: S M 
chili, direction’ F. Alka/i) with the simple 
iet of finding and exposing what was 
Tong' with the language of the script. My 
mponion confessed that she could never 
How the language used in Alka/i’s adap- 
lons of European plays. This time they 
tc calling it 'Hindustani'. 1 was to find 
v.iy through the jungle of terminology - 
ndi/Urdu/Hindustum - and to psycho- 
alysc what Alka/i was up to this time. 
But in less than five minutes I was utterly 
inked By the script-wfiler's spell Thc 
iguage was alive, and it glowed it was 
■t 'easy', nprw.ts it meant tube One could 
le alongside Mcluli -Sabah's struggle a»hc 
,\ed between the limitations <sf ho ,iu.li- 
i c anil the minimum demamls< >1 a language 
nch has tri deal with complexity And in 
■ end he JiiUses to look on his audience 
any elder in an cducaled Uidu-spcaklllg 
inly wi mid lis>k on its children he decides 
it we will find oui way, and that die words 
d |'hr.i*cs we might miss would at least 
tumemory We wouldIccl ‘athome with 
n. drinking in ihc familial tail elusive 
iguage of 'adults' 

And wh.ll he means |is 'Hindustani is 
othci Inight surjuisc There is no w,i\ he 
uld has e hi vialis-vd tin: depth ill the > <ng m.il 
iys hy le.mleriug (hem in the 'Hindustani' 
siipcilicia) domestic conversation or ol 
>mh«v films Tlic only languages bclorc 
n with that amount of lange and depth 
re literary Urdu and literary Hindi Of 
*c two. Iitaary Urdu was the one that 
ly felt and breathed But. as anyone writing 
-mpi t.Kiav knows, literary l.’tdu is not 
apted. in India, for modem discourse of 
:* linn al nature 5sowh.it n<areally happen* 
that you chiH'se. if it is emotional n will 
in Urdu; if it is scientific it will be in 
ndi. if it absolutely must be in common 
utdustani .il willhc trivial anddcpthlcss 
ai mustn't ininp from branch to branc h 
this language tree. 

Bui intuition and fearlessness have a way 
cutting through the sc man made stricture* 
e'whotif id a younger, more limicfWTitcr 
I'vrialisea here a* a healthy hybrid 
iKlustani that take* depth front both literary 


Urdu and technical Hindi. And all of a 
sudden one sees it. 'yet!' Inttantly one can 
recall the faces of all those thoughtful souls 
who really do live their lives in this kind 
of language. It's just that it could not be 
contrived it had to come from the heart. 

1 jkc his breathtaking phrases in Persianised 
Urdu which bunt forth like 'alaaps' from 
a singer who knows he is way beyond bin 
audience, but. whotnust run-swift-run-frre 
in order to feel it had to come from the heart 
But why. you a*k. did he have to outstrip 
hi.s audience especially when he knon s the 
extent of our linguistic impoverishment'' 
Well, the problem doesn't begin at script 
level To refocus, why is the director so 
doggedly insistent on adapting abstruse 
Greek Tragedy, or any other ' approved 
European genic, for that matter, into Hindi 
or Urdu 'Why ihictnorbid need lo 'be Indian' 
about something sounileniablyforeign'.'For, 
much of the mismatch that damns Alka/i' v 
productions, with their awkward nondtc 
ciwstuincs and mouth splitting names on a 
warm Brown language, is there because he 
insists on reliving the White Man's rcadv 
made experience and thrusting it roughly at 
the Indian chle through the pioxy mode of 
translation He has always felt safe, with his 
While .sec untv blankel. »ale enough t* • press 
serum* scnpi-writers into the less-than 
worthy enterprise of ‘dyeing it to present 
to us as an Indian 'purdah in .hade* ol 
linguistic saffron ami green 

I am not the only one to mount tht* attack 
onAlka/t Buteoilicrluscdlowonder how 
is he so invulnerable to this constant drone 
ot criticism * Is he carved m gianilc‘ > And 
there it was. granite The ultimate male 
director v refuge an overdose of masculine 
■yang . T must be strong and slick to mv 
way because if I fall I will neveT gel up 
again ’ But it is normal for artists to fall, 
again and again, but we just know wc have 
to get back up. shaken, humbled, rdm ated. 
by these <h»xk* We /coot because we allow 
negative experience to transform us We 
grow and change because we are vulnerable 
If there is one nightmare which has the 
power to paralyse me with fright, it is of 
finding myself On a set, directing a script 
in an Indian language 1 feel uncoaftdcnt in. 
wondering what the crew thinks of mV 
presence in the production, too ‘locked’ to 
reach out and lead, seeking solace in mere 


technological expertise. But the dream ends 
happily -1 am dashed lo pieces by my own 
ere wand reborn as s director wbu can feel' 
the language of the script. Alkazi' s rock-like 
facade has allowed him to remain the fully- 
formed foreigner who once came to India, 
and this, this is what has made him hold hack 
and resist 'inflicting' hit <>wo human warmth 
on an ‘Indian’ production Alkazi solved ho 
nightmare by encasing it in an intimidating 
level of literary Urdu- intimidating both to 
tbc crew and the intended audience Bui. of 
course, you cannot create in a medium you 
do not feel you ‘own’ You can 'inly exist 
on borrowed idea*, and manipulate .xilct 
form by remote control Bui .uu* an never 
be said to 'tali' 

And what about the fakenc** of an elite 
Indian audience wh< - pretends and pretend* 
to undemand and enjoy what is 'our* in 
aUresnmegamcol 'ghar-ghar'.MntcFrerxb- 
watcb-pkys-m-French,andChme»c-watcb- 
playv-in-Chinese, and English watch plays 
in-English'* It is ironic, but we are probably 
the only audience left < <n earth that struts into 
the hall m fancy non-western designer- 
clothe* - sarces. sbalvar karr.ee/ei khadi 
kuria pajamas, pasbmma sbawls - and the 
only audience on earth that ends up feeling 
inadequate on account ot our diffidence 
about our 'ow'ti language It w a»no)Mehdt- 
Sahab's decision to stage "Three Greek 
Tragedies' in Hindustani Hi* was only tbc 
artist's task >>1 writing the very bc»t [xissiblc 
senpt given tlie absurdity <-t the situatjon 
and the falsity o* the audience that mu*', be 
the pniion* of hiv m*pired w »tk 

Falsity Bee au*e I know I will have h-bear 
the indignant whine that 'modof u* actually 
under *tnod everything And with this *clt 
deception the dow n*Side withm u* will only 
goon Because ! know that *fl froer' *>roc 
of the phra*e* in tbc scnnt and asked this 
audicmc to explain. I wisjJd gel. at best a 
glimpse ol mcauorg shrouded in nmt and 
uncertainty 1 know they do iw* read novel* 
in Urdu ltnriw they do m't read new spapcp. 
m Hindi. I'e.s. there are many-many people 
all around u* w-bo do. hut we har e door >w 
best to discmpowtr them and render them 
invisible Invisible and unconfidrrvt There 
is no other way for us to make sure that ail 
the goodies of globalisation come to u* 
alone. And our penance fix tht* selfish r*cs* 
and Konoclasaus that we will roam the earth 
ball-hkndto a beauty that only the uiviiihtc' 
among us can truly enjoy 

This is not (list my imagination 1 have 
heard that the y.xraf ***1 ■*) ru.l>*is had 
precisely this bone*; reaction when 
confronted at fust with tht script But 
amazingly, they were given the power v- 
change anything avdiffanii! ■ provided it 
did not lose the meaning and thythm the 
original script So there represents!! vc * ,4 
modem India lived with' the wnpi a* a 
fVxihk thing, and played around with t: 
only to fall under its spell in the end. a* 1 
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did. They decided to change nothing, because 
they understood, in the end. that any leaser 
script would fall far shortof what the original 
version demanded, in terms of complexity, 
sophistication and beauty. And this time one 
was amazed to hear a cast one had heard 
before enunciating Urdu scripts as though 
they were awkward gymnastic exercises, 
ihis time dripping language in shades of 
love. The sense of alaap in the beautiful 
Urdu phrases came as much from the actors 
as from the script-writer. 

Some ancient Buddhists have likened 
enlightenment to the cracking of a mirror, 
allowing man a glimpse of a truer reality 
behind it. For the same reason, the ancients 
were wary of perfection, because a perfection 
in just one liny sector of reality could not 

NEW DELHI 
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fail to show up the shortcomings everywhere . 
else. My lest review of an Alkaxi effort was 
easier to write. The script-writer, then, was 
different And the script, then, was bed, the 
language unliving. In 'Three Greek 
Tragedies' Mebdi-Sahab has removed that 
as a factor in my reckoning. And now the 
arrow of blame points straight back at me, 
and at the director, and at the rest of the 
audience, for the silly games we have been 
playing up to now. 

And 1 am left ben remembering one 
glimpse, long ago, of Mehdi-Sahab sitting 
in his timeless-looking room with his 
books, his eyes shining with the compelling 
clarity of innocence, and I wonder if the 
world in his language was not a better 
world, after all. 


Inflation: Finance Minister’s 
Forgotten Promises 

BM 


Official policy is now guided by the notion that there is no way, at least 
for a long time to come, to pull the economy out of the mire of 
stagflation. It has, therefore „ settled for keeping inflationary pressures 
within what nuiy he just tolerable limits for the upper and middle 
classes, though the mass of the people are hit hard. 


THE inflation rate showed ^declining trend 
for a brief period after the launching of the 
market-oriented economic reforms in the 
middle of 1991. But it started climbing up 
again From as far back as the middle of 1993- 
94. Administered prices of several sensitive 
commodities, among them foodgrains and 
petroleum products, bad to be raised under 
the new policy dispensation. Side by side, 
the fiscal deficit of the government had to 
be cut, which drastically scaled down 
investment in both the public and private 
sectors. There have, therefore, been 
fluctuations in the rate of inflation. But the 
general tendency has been for the rate to go 
up. The upward pressure on prices is now 
gaining' momentum because the policy 
options of the government, have become 
more and more circumscribed for economic 
as well as political reasons. This is indeed 
very disconcerting for the Congress party 
when the general election to the Lok Sabba 
is due little more, than a year hence and is 
causing much disquiet among Congress 
.supporters whose ranks are fast thinning as 
can be seen from the results of the state 
assembly elections. 

Finance minister Manmohan Singh 
promised in the middle of 1994 that he 
would bring inflationary pressures under 
control within three months, well before the 
end of the >ear This promise held good for 
hardly three months Afterwards, he seem* 



tohavc become totally indifferent to the rise 
in the inflation rate. He has become a helpless 
spectator for the simple reason that the 
assumptions on which he was relying have 
turned out to be misplaced. Market forces 
obviously do no! in general work in the 
interests ofthe consumers in underdeveloped 
economies, especially the mass of consumers 
with low incomes. Owners of capital, the 
producers and traders, however, find easy 
opportunities to enhance their profits under 
market-oriented policies. Manmohan Singh 
seems to have reconciled himself fatalistically 
tolhis position. Official policy is now guided 
by the notion that there is no way. at least 
fora king time to come, topuli the economy 
ootof the mire of stagflation Itbas.lhercfme, 
settled for keeping inflationary pressures 
within whatmay be just tolerable limits for 
the upper and middle classes, though the mass 
of the people may be hit very hard, even as 
therateof economic growth remains sluggish. 

The notion that fiscal concessions for the 
private corporate sector and (he middle 
classes wouldgivepositive results and boost 
invesment and growth too has turned out to 
be fanciful. The upshot of tbemarket-ooented 
adjustment policies has been helpless 
dependence on massive inflows of foreign 
capital to provide investment funds and 
Supply of goods to mem expectation* of a 
thin top stoutem of the population. This has 
been the experience of other developing 


countries too. White, therefore, social 
tensions have grown and are hound to grow* 
Amber, initiatives in policy-making and 
determining the direction of the economy 
have passed into the hands of the owners 
of foreign capital and tbeir global institutions. 

In vestment flows aad price movements have 
aimed at restruettuing the economy in tune 
with a design for aggravating income 
disparities and opening up the Indian market 
forjforeign capital, goods and services. Price* 
of specific commodity groups and fiscal 
concessions have been so adjusted as to 
increase the purchasing power of the elite 
segment of the population for the high priced 
goods and services. It- has now been 
established that the percentage of the 
population below the poverty level has 
grown, the middle classes have been squeezed 
and those enjoying affluence, a very small 
number, have become more affluent. 

Import of sugar and recently also of edible 
oils has suddenly been found to be a soft 
option by the government because of the 
burgeoning exchange reserves which it is 
unable or unwilling to use to step up 
investment and promote growth of the 
economy. With inflation touching higher 
and higher levels week after week and no 
sign of the budgetary deficit, especially the 
revenue deficit being brought under control, 
the budget of the union government to be pre¬ 
sented in the middle of Marches obviously 
posing severe dilemmas for the union finance 
minister Manmohan Singh, in addition, has 
to reckon with crippling political -electoral 
constraints. He has been * advancing false 
alibis for the failure to achieve macro¬ 
economic stabilisation and promote growth 
impulses in the economy. Rather than admit 
the inherent contradictionx and infirmities 
of the so-called economic reform programme 
and the methods adopted by the government 
to implement it. he has sought to blame the 
'slippages' in the performance of the 
economy in the last three and a half years 
on exogenous factors. The large buffer slock 
of foodgrains and the build-upof the foreign 
exchange reserves may still lx; applauded by 
interested quarters to be a bright patch in 
an otherwise grim economic scenario. But 
the food stocks and the exchange reserves 
are not likely to he used as real axxcU for 
price stabilisation or for promoting growth 
and generating employment The only way 
to price stability and economic growth is to 
enhance the rate of domestic saving and step 
up investment under a well -conceived ordci 
of priorities, economic and social. The rate 
of domestic saving has actually declined 
under the economic reform* regime. Deapiic 
the d i version of saving in the private corporate 
sector through the mechanism of slock 
exchange* and trading in share* and stock - 
a vestment m the moftomyranainsnibdurd 
The upshot of tbeae condition* isafurtbtf 
shrinking of already am all demand in the 
domestic market - agnail relativ* to the nrc.t 
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of tbe mwiof thepeopj*. Thu il bound to 
d»cour»gepuriu;t-oriofited investment, even 
in the private Hector, by both Indian and 
foreign business in tcresU.Side by aide, public 
authority has lost the ability hu well as 
willingness to mobilise resources for 
investment - either for education, health 
services and development of human re¬ 
sources. as loudly promised, financial or for 
augmenting supplies to satisfy essentia] 
consumption needs, investment in energy, 
transport and intermediate good* to 
strengthen and enlarge the material 
infrastructure for growth too has been gross ly 
neglected. It will be misplaced to expect that 
the budget for 1995-96 will reverse these 
trends. It is more likely to be inspired by 
gross political opportunism, especially so 
after theelectora] setback for the ruling party 
and in view of the general elections to the 
ljok Sabha which arc due to take place in 
curly 1996. if they do not have to he advanced 
(<> sometime in 1995 itself. The budget will 
further expose the total poverty of leadership 
of the union government. There will be a 
side-stepping of all meaningful policy 
initiatives. Even those who glibly talk of a 
populist budget to win votes may find 
themselves disappointed. All that may be 
proposed is large disin vestment of (he capital 
of public sector undertakings, while avoiding 
any cut in food and fertiliser subsidies. 

While appropriate corrective measures will 
have to wait till a government enjoying the 
mandate of the people lakes charges after 
the Lok Sabha elections, in the intervening 
period groups of vested interests, domestic 
and foreign, will manipulate policies and 
administrative action in their favour and 
against the needs of the people The 
increasing pressure on the budget makers 
; tor enlarging the scope ol import- 
liberalisation. including for consumption 
articles, will have significant economic and 
Mx-tal implications. There will he a further 
deepening of recessionary conditions for 
domestic industry exposed to foreign 
competition. The inability of the economic 
. iclormcr* to deliver the bonanza for the 
middle classes they promised when they 
embarked on the lMK/Worid Bank structural 
admstmcni programme has become stark in 
die fourth year of it* implementation. This 
presents tricky choices in the making of the 
budget for 1995-96. The economic reforms 
programme, il may be noted, was supposed 
to be completed in a period of three years, 
but it has yet to really take off. In the 
meantime, the government headed by 
Namsimha Kao has lost the political will aa 
well as authority for meaningful policy- 

i iskmg. 

The prime minister who has been thrown 
the position of having to function 
’dually in a caretaker capacity is under 
ootrary pressures from many quarters. The 
“bind expansion which he finally resorted 
’ ba» ms improved hi* position. Even Rao s 


cronies, who for long avidly awaited the 
cabinet reshuffle, have not been able to find 
anything refreshing in it It ha* been merely 
suggested that the cabinet expansion may 
hopefully enhance Rio’* authority within 
the government and the faction-ridden ruling 
party. But this too may turn out to be a vain 
hope. That there wm intense wrangling over 
the allocation of portfolios is a reflection of 
the state of affiars in the Congress party. 
Ministers, old and new, sought more influ¬ 
ential or nununerative portfolios, while 
the prime minister found it necessary to 


continue to retain direct charge of a large 
number of portfolios, among them defence 
and industry which certainly require full 
time attention and care. That Rao has kept 
the industry portfolio under bis charge is 
really intriguing. The fissures in the Congress 
party at ail level* have visibly sharpened 
after the cabinet expansion That the ailing 
Dinesh Singh had to be retained as minister 
without portfolio was a pathetic admission 
of the constraint*, political and personal, 
under which the prime minister is 
functioning. 
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Funding Higher Education in India 

Jandhyala B G Tilak 


While stressing continued subsidising of higher education, a recent 
seminar also favoured fee hike for modest cost recovery and corporate 
financing of educational institutions. 


RECENTLY, the University Grants Com¬ 
mission (UGC) has bn night out a Report of 
•the Committee of Funding of Institutions of 
Higher Hducation. The committee was 
headed by Jusuee K Punnayya The All 
India Council of Technical Hducation 
(AICTK) has also brought out a similar 
Report on Mobilisation of Additional 
Resources for Technical Hducation under 
the chairmanship of I) Swaminadhan. 
Though these two reports came out 
independently of each other, as parallel 
re|x»rts. there are also several common 
arguments and suggestions on wider policy 
issues as well as specific procedural issues 
in these two reports. Though the main focus 
of the UGC repent was on central universities 
and other institutions of higher education, 
its suggestions and recommendations are 
applicable to most higher education 
institutions in the country, including state 
universities. Besides, these two reporis 
provide corrections to several general mis- 
impresstons about, say for example, on the 
levels of subsidisation and cost recovery in 
higher education inothcrcountries. and thus 
contribute to informed policy-making in 
higher education in India The UGC and the 
AICTK are also actively engaged with the 
implementation of the recommendations 
made in these respective reports. Having 
been brought out after the introduction of 
the new economic policies in the country, 
these two reports spell out the need for 
various new strategies vn funding higher 
education, that have serious short, medium 
and long term implications. At this stage, 
it is generally felt that a discussion on these 
tworeports would be very usefui. providing 
valuable inputs intopohey planning ofhighcr 
education in the country, besides raising a 
public debate on several issues raised in 
these reports. These two reports taken 
together, present an integrated approach to 
the problems of financing of higher cdut at ion 
in India. With these in mind, the National 
Institute of Educational Planning and 
Administration has organised a two-day 
seminar on Funding of Higher Hducation in 
India on January 21-24 to discuss problems 
relaUng to financing of higher education in 
India, based on these tworeports. More than 
i M'-re of senior academics and'heads of 
m iitii'ionc (from several universities, and 
moiuioi-nodi-,ichcreducaikmlikctheIndian • 
Institute i -(Technology and Indian Institute • 


of Management), policy planners from the 
Ministry of Human Resources Development, 
University Grants Commission, members of 
the two committees, and others participated 
in the scntinai. During the one-and-a-half 
day seminar, several important issues were 
discussed intensively. The context of the' 
discussions were the two committee reports 
but the discussions were not restricted to the 
reports The issues covered include the role 
of the stale, the role of the market or the 
private sector, principles and practice of 
grants by the UGC, extent and scope of cost 
recovery in higher education, particularly 
the role of fees, scholarships, loans, special 
taxes, etc. and generation of internal resources 
by institutions. The discussions also pon¬ 
dered on specific details. There was much 
consensus on many macro-level and micro¬ 
level issues, and there was alsomuch divided 
opinion on several other major issues and 
specific-procedural details and institutional 

arrangements. 

ScBstmstNc Highw KmrAtTON 

The discussions proceeded on a familiar 
but a questionable premise of limited resource 
base. It was argued ihaltbe government does 
not have adequate funds, fiscal resources are 
restricted; and tax revenues arc relatively 
inelastic, and hence public resources for 
higher education will be limited. As Atul 
Sbarma stated, there is a fiscal crisis in India, 
with the tax system being highly inelastic 
to the needs of the economy. It is an irony 
that on t be one hand, the government claims 
high economic growth during the last one 
or two years, and hopes to reach a higher 
rate of economic grow th in the near future 
as an important outcome of adjustment 
policies, with increased levels of capital 
inflow from multinational companies and 
bilateral and multilateral organisations, 
increased levels of private investment, and 
high probability of availability of more 
resources with the government as a result 
of dis-investment in public sector 
undertakings. Atthe same time on the other 
hand, it is forecasted that the education sector, 
particularly higher education, will continue « 
to be engulfed with the problems of severe 
degree of financial inadequacy. According 
to N C Mathur, even if 6 per cent of gross 
^domestic product (GDP) is allocated to 
education as promised by the prime minister 


intha near future, higbaredaottkttwittfaoe 
increasing financial crisis. Hence the Mad 
for mobilisation of additional non¬ 
governmental resources. 

There was a consensus amongst the 
participants on the need for continuation of 
the dominant role of the state in funding 
higher education. As the two committees 
have strongly recommended, the stste should 
consider it as a main responsibility to 
subsidise higher education, and make a firm 
commitment to fund higher education, 
including technical education. The 
subsidisation of higher education by the 
stale was argued to be necessary on a variety 
of grounds. With globalisation and 
liberalisation of domestic economy, demand 
for skilled manpower will increase 
significantly. Currently only about 5 per 
cent of the relevant age group population 
is enrolled in higher education institutions 
in India, compared to above 70 per cent in 
US and Canada, more than 30 per cent in 
South Korea and several European countries, 
and more than 20 per cent in several 
developing countries such as Philippines 
and countries in l^tin America, viz, Cuba. 
Costa Rica. Panama. Chile. Argentina, 
Bolivia. Peru. Uruguay. Venezuela, etc. With 
inadequate highly educated manpower, 
globalisation will not he meaningful and 
beneficial to the Indian economy. Secondly, 
it was strongly felt that for ensuring equity 
and socialjustice, public investment in higher 
education becomes, very important. As D N 
Rao convincingly argued, higher educ ation 
is the only instrument of social mobility in 
India and hence for upward mobility of the 
weaker sections of the society, itisneccssary 
that stale liberally subsidises higher 
education. Higher education is probably a 
better and more effective instrument of 
ensuring equity and social justice than many 
other direct measures. Besides, two 
theoretical arguments arc also relevant here 
Externalities, including inter generational 
externalities, associated with education arc 
substantial, even if all of them cannot be 
quantified. In case of higher education ami 
technical education that are regarded as 
specialised human capital, the dynamic 
externalities willbc particularly significant 
Higher education adds to the stock ot 
knowledge of the society. State subsidisation 
of education will be necessary to capture 
these externalities. Significant reduction in 
state subtidies will result in below social 
optimum investment in higher education 
W ilh imperfect information flow of the kirn! 
we have, the 'merit' argument also teem' 
to be particularly relevant in India. Mam 
could be ignorant of the multi-faceted benefn- 
of higher education, imperfect knowledge 
necessitates public investment in higher 
education. 

Further, at S N Miahra argued, all toctetiol 
in the past did fund accumulation oil 
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horizotwoflmowk>dg»»nda»*ada* to tte 
stock oflateUecxua] knowledge of It* society, 
which u very important. Besidos, there are 
several important but pot necessarily 
marketable discipline* of atedy (e g, arU, 
humanities, social science*, research, 
fundamental science*, high technology, etc), 
that need to be rather fully financed by the 
state. If state subsidisation does not favour 
such disciplines, there is a danger that these 
disciplines would pefiab, as market forces 
would not be interested in them. For the 
complete development of the individuals 
and societies, these areas of study are as 
important as other tradable areas, if not 
more. C S Jba suggested that many courses 
in higher education can be divided in to three 
categories, viz, fully funded by the state, 
parlially funded by the slate, and self- 
financing course*. Such a classification can 
be attempted on the basis of the critical 
importance of a given area, its marketability, 
and the costs of education. Prom this it 
would be clear that besides arts, humanities 
and social sciences, several other vital areas 
of study need to be fully funded, several 
areas need to be partially but substantially 
funded and very few courses can be totally 
self-fuianced. 

With respect to state financing of higher 
education, the UOC committee has 
recommended few important measures. The 
most important measure suggested refers to 
unit-cost formula based grants mechanism 
to the universities, according to which most 
of the slate grants will be related to 
enrolments. The formula was welcomed by 
many as an important measure of significant 
improvement over the present ad hot' system 
of grants. Such a formula is hoped to be 
equitable and efficient as well. However, it 
was noted that the use of the formula requites 
detailed estimates of several important 
components of tbc costs of higher education 
in each institution. This may require. Amrik 
Singh observed, massive training of staff in 
the UOC. universities and other institutions 
of higher education. Besides, it U feit that 
it is not necessarily an efficiency promoting 
measure, as the enrolments do not indicate 
any level of efficiency of the system. Tap as 
Majumdar cautioned that it may induce the 
institutions to enrol mote and more student*, 
including leas qualified one*, or it may induce 
the irutituuoau to report fictitious inflated 
enrolment number* in their reports. While 
the weaknesses of the formula were well 
noted, it was agreed that this would be an 
important and significant im p rov e tn ciU over 
the preecat system. It is also necessary, 
according to Aa, to develop a act of specific 
parameters for measuring efficiency of tbc 
uni varsities. After att. efficiency in the 
universities is different from efficiency in 
private sector industries Many highlighted 
the need for evolving procedures end 


gtfdnHnw tat overall improvement h> the 
system and these measure*, if found reliable, 
ootdd be linked to grants, to that the whole 
grants mechanism becomes efficiency- 
oriented, In this context, social audit of the 
university systems was alto suggested. 

The need for detailed snd elaborate data 
base ws* strongly felt by many. It was noted 
that the statistical information system in the 
UOC (perhaps as well as in the central and 
state government*) and in the universities 
need large-scale improvement. Tapas 
Majumdar warned that without a strong, 
reliable and updated statistical information 
System, policy-making and planning in 
higher education becomes extremely fragile. 
It is a pity that though the UGC regulations 
link yearly grant* to a university to the 
submission of financial detail* of the 
preceding year, these regulations were never 
strictly adhered to. resulting in a wide gap 
in ihcdata base for several yean in the recent 
past, It should be realised that the costs of 
mis- or inadequate information are high. In 
this context, many itressed the importance 
of making not only the government bodies 
and institutions, but also the students aware 
of the costs of education, the extent iif 
subsidisation, and the present level* of cost 
recovery. The need for transparency at all 
levelsisohvKMis. Transparency will improve 
the efficiency levels timsiderahiy. Detailed 
statistical information system should be able 
to help in accurately estimating the total 
costs of higher education, the components 
therein, the subsidy being provided to each 
student under various beads, etc. Such 
information is crucial in making sound 
policies regarding financing of higher 
education V P Garg noted that this might 
require substantial changes in the format of 
the university budget statements. 

Cosi R&am*v tN Hicks* Fjxxatk<n 

While every one agreed on the need for 
continuation of the critical role of tbc stale 
in funding ofhigbcreducation, there seemed 
lo be some consensu* emerging on the need 
to rai*e more resources ouuide the 
government Important resources m this 
regard include fees and loans. Taps* 
Majumdar argued that support for low fee 
structure in higher education was meagre. 
Fees have ha be raised, essentially be c ause, 
they have not been subject to systematic 
revision. They arc not only not baked to 
inflation, but also they have been left 
unchanged for several decadet in many 
universities- Secondly, it was reported that 
there was willingness to pey for higher 
education among a miqanty of the students, 
Referring to a ttwiy conducted as the Indten 
Intricate of Technology at Madras, V S Rjqu 
observed that aa many as 75 per cent of the 
stsKknte were ready to pay •fecofaaoeethmg 
like Rs 40.000per year for edu ca tion m ITT. 


competed to the pr esent level of less than 
Rs 1,000per student, aad that the remaining 
25 per cent would also be ready to pay the 
same, if loans woe made available. It was 
felt that this willingness on the part of tbc 
students and parents is not tapped enough 
by the educational institutions. Thirdly, it 
was also slated that high fee structure wbukl 
improve internal efficiency of the system, 
by compelling student* to demand high 
quality education, though this need not be 
necessarily true; if it were true, the capi taboo 
fee colleges should be offering very high 
quality education. * 

Further, the fees paid in higher education 
bas no correspondence to the fees paid in 
school education. While student* pay very 
high fees fix- primary education {particularly 
in private schools), there i* no reason why 
they should not be asked to pay reasonably 
high fee* for higher education. Aaink Singh 
suggested that the fee pax) m the school for 
each student should be taken as the minimum 
level of. fees lo be charged for higher 
education Though dicrc seems to be much 
sense in such a proposal, it may be noted 
th at only 5percent of primary school children 
go to fee-charging private school* Even if 
one takes the actual student* and not tbetr 
proportion, there would still be large number 
of students whose education would have to 
be fully subsidised. Another desirable 
suggestion in (binregard refers to some form 
of differential fee system in higher education 
according to the undergraduate, postgraduate 
and research levels of higher education. As 
increase in fees also correct* tbc regressive 
nature of financing of higher education oul 
of general tu revenues, a substantial part 
of which comes in the form of indirect 
taxes paid hy tbc poor A* Atul SHanna 
observed, since higher education is ihB a 
privilege of the rich there »* nojiiafkatsou 
in financing higher education out of general 
tax revenues. 

The UGC committee has suggested that 
all costs of universities and mstituteott-. o' 
higher education should be brakes into tone 
component* academic (teaching and 
research) coats, academic support coast 
(libraries and laboratories), and student 
welfare corn (hostel*, etc).The committee 
opine* that attempts should be made to 
recover near full costs with respect tossudent 
welfare coat*, mbcunoal proportion of 
acadw ru c support ctat tt^a a d na m n Mt or 
m a nmgft tf p rop o rtion of academic coeu 
from the student* Yrt, few have segued fat 
a steep increase in the fees, and a high coo 
recov er y ratio from the und ent*. Both, tec 
AICTF. committee te>d tee UQP tnwmttee 
have pleaded for ratting tee coat recover 
rate to ahotst 20-25 par emit of menrrin 
caste, awl that thu level afaonM ha reachn 
gradually The UOC commtnae mggeati 
that tee coat recovery rate should reach l 
per cent in five year*, and 25 percent a*. 
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span of 10 yc*re. Amrifc Singh found this 
feasible, as quite a few cases have shown 
that increase in fee rates do not attract any 
serious resistance from the students and 
parents. This can be done by hiking fee of 
selected items (c g. examination fee, 
educational development fee?laboratory fee, 
library tee, computer fee. and occasionally 
tuition fees), and of selected groups of 
students!,eg, tbcnrwaxners). Such a modest 
cost recovery ratio (20-25 per cent) is 
desirable compared to 50-100 per cent cost 
recovery from the students, since the former 
does not substantially affect the access of 
the weaker sections to higher education. 
Jandhyala Tilak argued against high cost 
recovery' fates as it would further tilt higher 
education in favour of the rich 
■Strong arguments werealsomade in favour 
ol nnaiesi cost recovery rates based on 
international evidence As the UGC 
committee documented, even in so-called 
market economies, st tide nts bear only a small 
fraction of costs of Svg* - ation: nil in 
Ger.'iany. levs than r - cent in France, less 

thai. ,• pe, , eiu m Japan, an 1 les* tlian 15 
per con: in US (in mid-ldXOs), In fact, as 
Dinesh Mohan pointed out, introduction of 
fees andi aisc in fee inhighereducation were 
not a global trend The-e are confined to a 
very tew countries i like US under president 
Reagan anj Britain under prune minister 
Thatcher) In fact, if the present levels of 
cost recovery in higher education in India 
arc ah,nit 15 percent, as lar.dhyala Tilak and 
a few others claim, the present levels in India 
should be treated as higher than in many 
European and developed countries. But it 
the fee contnbufi, ,is form only negligible 
(I -2 per cent) proportion ■'( costs in'central 
universities, as reported by J L Azad. there 
is a case for increasing lire fees in these 
institutions Furth-r. Tilak commented lhal 
the actual incidence of fees and olher costs 
of higher education in other countries is 
much less than whal the estimates on cost 
recovery indicate, as there exist effective 
student aid mechanisms, supported by the 
state. For example, the incidence of fees on 
home students in the UK is practically nil. 
Dinesh Mohan also referred to the historical 
evidence that couple of decades ago higher 
education was provided free in many 
developed countries , and thi» contributed to 
the economic growth of developed countries. 
Instead of comparing the current Indian 
situation with contemporary situation in other 
countries, valid comparisons should be 
between present conditions in India with 
conditions prevailing 20-50 years ago, if not 
eariier, in developed countries. Ahistorical 
reading of social factors is dii ax trous. Dinesh 
Mohan argued that iflc&soo* are to be drawn 
trom the history of developed countries, it 
simple, provide free highereducation to 
everyone and also provide liberally direct .„ 
subsidies like scholarships and other types i 


of financial satistspcc to cover students’ 
direct and oven opportunity coats, In this 
context the inter-sectoral relationships 
between several layers of education also 
need to be taken into account. It was argued 
that fees in higher education has an ad verse 
effect on the demand for not only higher 
education, hut also on demand for secondary 
and even primary education, as secondary 
and primary education is mainly demanded 
not to secure employment (as school 
education does not offer any employment 
opportunities), but to seek entry into higher 
education later. 

Along with increase in fees, the participants 
also argued for elaborate and well designed 
scholarship and loan schemes. It is indeed 
surprising that the AICTE committee and 
Che UGCcommittee have only recommended 
very limited free and concessional 
studentships for the weaker sections (5-10 
.per cent of the total number of students). 
Majumdaragreed that these proposals might 
require upward revision, based upon actual 
number of students in higher education 
belonging to weaker sections of the society. 
The need tor strengthening the scholarship 
scheme was also stressed. A case of well 
designed scholarships and freeships was 
emphasised, as fee is inherently regressive 
in nature and effect, and to counter this 
effect, a very efficient scholarship system 
is needed. There is no second opinion about 
it. Jandhyala Tilak further observed that 
since fee is at the entry point into higher 
education, and scholarships are received by 
the students during (and sometimes even 
after) studies that Uh, with no certainty, 
the restrictive effect of fees lias to be taken 
into consideration, while designing ihc 
scholarship schemes'. 

Many participants were highly favourable 
to student loan programmes as an effci live 
mechanism of financing higher education 
and of safeguarding the interest of the weaker 
sections. But the over-enthusiastic optimism 
in favour of student loan programmes has 
been questioned by some on the basts of 
international evidence and Indian experience. 
It was noted that loan programmes requires 
inefficient capital market. Besides, it requires 
huge investment in the short and medium 
terms and hence it cannot tie a sbort-to- 
medium term solution to the problem of 
finances (the AJCTF. committee suggested 
a capital base of Rs 3,000 crorc to set up 
Educational Development Bank of Indiafor 
floating soft loans); and even in the long run 
it might not be a strong solution to (he 
problem of funding higherjcducation. as 
loan recovery rates are depresaingty low 
even in industrialised societies. As a recent 
World Bank study on Higher Education 
reported, average loan recovery ratio 
(including default and administrative costs) 
ranges between 2 per cent in Brazil and 67 
percent in .Sweden and B vbatkts. According 
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*> Tilak’* par aft 

the total loan amounts ootild ixtMx&n 
between 1963-64 and 19*748 m bdi 

The principle of seloctive subsidise! 
i c, targeting the subsidies to the wot 
sec lions, esme under attack from econ car 
like D N Rao, who favoured unive 
subsidisation instead, since targetinf 
subsidies has often proved to be pro 
matic and inefficient, contributing to 
accentuation of inequities and injuatic 
the society. Dinesh Mohan argued that 
present system of scholarships for pot 
inherently inequitable: as the poor she 
be meritorious to receive scholarships 
stay in higher education, while no s 
conditions exist for the rich. 

There was also repeated reference to b 
drain and the extent of enormous Ids 
national resources involved therein. The 
includes not only investment loss, but. 
loss of skills. While investment loss cat 
checked through some measures of i 
recovery like lump sum payment at the t 
of emigration, or tax on brain drain, 
other measures, it would be difficul 
recover loss of talent or skill. Dinesh Mo 
regards the bias in enrolment distributio 
favour of the upper income classes as 
principal factor responsible for the wf 
problem of brain drain. 

NoN-GovfiUNMHft Fwancks 

Both the UGC and the AJCTHcommit' 
have recommended several measure* 
augment resources by institutions fi 
corporate sector Important measures incl 
allowing ihc institutions to keep ihc intern 
generated resources with themselves n 
used for ihc development of (he instituti 
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•Mliberet tax coooeeejona to the doom. 
Tbe former proposal ju i to eneonnge *# 
fastitetkaubgencrateoa (MrowntMoanx* 
from ooo-governmental sector, and later one 
to encourage tbe donors to make contri- 
butiorn to higher eduction institutions. Tbe 
committee* have also proposed matching 
grants and other incentives to the institutions 
to match tbe internal generation of resources, 
as an additional incentive. These proposals 
were widely welcomed by tbe participants 
of tbe seminar- However, while some 
expressed much optimism, some were not 
so optimistic. V S Rtju argued that the 
industrial sector was ready .to make huge 
investments in higher education and research 
and development, but the higher education 
sector was not ready far the same. By offering 
tailor-made programmes, the institutions of 
higher education .can generate substantial 
amount of resources from industrial sector. 
N C Malhur also saw an existence of such 
a scope, and suggested that generation of 
resources from industrial sec tor should start 
with Regional Engineering Colleges to 
produce demonstration effect on other 
institutions. On the other hand, some argued 
that given the past experience on the 
interests of the corporate sector in research 
and development activities, despite 
protection accorded to them by the 
government, one should not be highly 
optimistic about these proposals. 
Bashiruddin Ahmed also noted thaf there 
arc several self-financing courses thategn 
be started to generate sizeable resources. 
At the same time, the dangers in relying 
too much on such courses should be taken 
note of. Institutions may end up with 
emphasising self-financing courses, and 
ignore other vital areas. The links between 
profit seeking industrial sector and non¬ 
profit making higbereducation sector need 
to be forged with caution and utmost care. 

There are tome institution* that do 
generate a very high level of resources 
from nongovernmental sector. Am trial 
Kabo mentioned that 70 per cent of the 
rctourcea at the Indian Institute of 
Management, Ahmedabad wore internally 
generated through feet and other 
contributions. It was also noted that this 
was possible by being highly selective and 
elitist While such elite institutions are 
necessary for development and to main¬ 
tain excellence, and that auch elite 
institutions should not be subject to 
common denominators, such levels of 
resource generation might not be possible 
and should not be attempted in higher 
education in general. Dioeah Moban argued 
that while resources can be generated 
from industrial sector by organising skill 
upgradation courses, and requiring 
industries to make a one time contribution 


lump sum payroll tax), it' is necessary to 
note that higher education is not just for 
factory-based employment. It is for the 
development of individuals, for social 
development, social transformation, and it 
is for its own sake. The approach to 
financing of higher education has to take 
this into account Rio cautioned that the 
predominance of management-based 
approach to the problems of financing 
higbereducation wu not desirable. Under 
the present euphoria in favour of markets, 
there is a danger to miss the distinction 
between goods like higher education and 
good* like soaps and cart, and thia will be 
proved costly in tbe long run. P Tbakur 
alto warned that too much reliance on 
market-oriented measures will be counter¬ 
productive as there are chances of 
educational institutions becoming mainly 
money-raising institutions. 

There is a familiar argument that many 
highereducation institutions are inefficient. 
Raja Raman remarked that these institutions 
were providing poor quality education, 
imparting no skills, and serve al best the 
screening and labelling functions for the 
benefit of the labour market, and hence, 
do not deserve more funds. But Dincsh 
Mohan responded that these higher 
education institutions were inefficient at 
the public investments made in these 
institutions arc to inadequate that these 
institutions could not provide anything 
better. Inefficiency is rather the outcome 
of low investments made in educ alien, and 
inefficiency should nol bfc treated as a 
reason for low levels of public investment 
in higher education institution*. C S Jha 
slated that high quality education costs 
high; it requires higher level of investment*, 
and tbe state that stresses on high quality 
and excellence should invest accordingly 
a good amount of resources in education 

The scope for more efficient utilisation 
of resource* in higbereducation institutions 
was also dwelt upon by many. Bashiruddin 
Ahmed and Anand Sirup felt that much of 
the incidence of the financial crunch could 
he avoided by avoiding mismanagement in 
the utilisation of existing resources 
Substantial savings could be effected by 
better management practices in the 
utilisation of the given resources. Tbe UOC 
committee has suggested a normative 
pattern of spending resources on various 
activities: 60-65 per cent on teaching and 
research. 10-12 per cent on academic 
administration, and 20-23 per cent on 
auxiliary services, other department*, etc 
Expenditure on iron-essential activities 
should be reduced substantially. 

There were reveal suggestion* reganting 
augmentation of resources in higher 
education. Some proposals refer to special 
taxes, or earmarked taxes and education 
cess on industries While many favoured 


such taxes, theory of public finance doe* 
not favour earmarked taxes since the theory 
does not link issue* of raising resource* 
with issues of utilising resources Beside*, 
such taxes restrict the degrees of freedom 
of resource planners. 

Many agreed that choices arc indeed 
limited: the government ha* to finance 
higher education substantially , it cannot 
reduce its role. What is needed is tbe need 
for educating the government, politician*, 
policy-makers and planner* A* Raja Raman 
argued. the rationale for state financing of 
higher education need to be made explicitly 
clear, showing bow social benefit* from 
higher education percolate down Informed 
policy choices can he made only by properly- 
educating the policy maker* Butthereare 
also valid compulsions V> atimept at raising 
resource* from non-governmental source* 
Hence the search for an optimum mix of 
government and non-government finance* 
for higher education, and many participants 
strongly felt that this mix should be rather 
severely skewed in favour of government 
finances for obvious reasons. 

To summarise, a few important policy 
suggestions emerged loudly and clearly 
from the seminar They are: (1) The state 
cannot abandon its responsibility of finding 
higher education, and shift it to market 
force*. Tbe state should continue to play 
a dominant role in financing higher 
education in India. (2) There is need to 
improve the mechanism of UGCf 
government grants to universities and 
institutions of higher education Grant* 
mechanism based on unit coat formula is 
a minimum needed reform in this direction. 
Tbi* require* estimation of costs of 
education in great detail. \t> Efforts can 
be made to raise resources fn>m non¬ 
governmental source* to supplement 
governmental resource*, without affecting 
equity and efficiency in education. (4) One 
important measure in ihisreg aid is amoden 
and gradual increase m fees to cover about 
20-25 par cent of tbe recurring co*u of 
higher education, along with introduction 
of a well designed scholarship aod student 
loan programme* (5) Another important 
measure refers to generation of resources 
through voluntary donations, and other 
contributions from corporate sector, 
through tax incentive* on one side, and 
incentives in use of these fund* by the 
institution* on the other tide (6) A bank 
need of the whole system i« a strong, reliable 
and up-to-date statistical reformation 
system in tbe UOC, A1CTE, centre) and 
state gov ernmen t* and higher education 
institution* (7) All aspect# of financing of 
higbereducation - grants.cost*, fees.coat 
recovery, scholarship* other direct and 
redirect subsidies, generation of other , 
internal resources. etc. - should t*-*' 
completely transparent 


dw institution concerned for employing 
P graduate of that institution (similar to 

p^riornic and Political Weekly Mm* 4.1995 


a WJS 



MEXICO 



Rebellion, Repression and Reform 

Card Upadhya 


The army crackdown on the Zapatista rebellion in the Chiapas and its 
subsequent withdrawal in the face of popular opposition underscore the 
instability and weakness of the government of president Zedillo who is 
forced to walk a tightrope, balancing his promises of electoral, party, 
judicial and economic reforms against his obligations to the old guard 
of the PRl who sate him into power. 


ON February 9. president Ernesto Zedillo 
of Mexico, after two months of attempted 
conciliation and apparently frustrated by 
accusations of his government's weakness, 
ordered a crackdown on the rebel Zapatista 
National Liberation Army lEZLN) in the 
southern state of Chiapas. The array was 
ordered to move into (lie region to execute 
arrest warrants for five Zapatista leaders, 
including the charismatic 'Subcomandante 
Marcos’. JThe justification given for this 
move was the discovery of stashes of 
weapons, ammunition and explosives 
during raids, which according to the 
government indicate that the rebels were 
preparing for armed attacks in Chiapas and 
elsewhere. The government also seized 
documents which revealed the identity and 
'bourgeois origins' of the rebel leader, who 
has always used a nom-de-guerre and 
appeared in public wearing a mask. 
(Zedillo's ‘revelation' is nothing new. since 


abandoned, and rebels were seen marching 
in columns into the jungle-covered 
mountains to the north. In response to the 
action, Marcos pledged to wage a long 
drawn-out guerrilla war if the clampdown 
continued. 

The deployment of troops was a very 
unpopular move, as several large demon¬ 
strations in Mexico City showed. Perhaps 
in response to this opposition, on February 
14 the president, calling the operation a 
‘success’, did another about-face by 
cancelling the search for the rebel leaders, 
offering amnesty, and proposing to reopen 
negotiations. In an apparent attempt to 
appease the rebels, the govemorof Chiapas, 
Eduardo Robledo Rincon, who the rebels 
say was elected fraudulently. stepped down. 
In another cone kliatoiy move, the government 
allowed a human rights inspector into 
Chiapas, who confirmed that the army used 
torture on those arrested, seven in all. to 


Marcos himself has said in interviews that 
he comes from an upper-middle class, non- 
Indian background in Mexico City.) The 
government alleged that several other 
leaders were linked to urban terrorist groups 
of the 1970s. and on this basis the president 
claimed that the group's leadership and 
goals are "neither populist (nor) 
indigenous". These accusations were meant 
to strike at the core of the movement, 
which represents the struggle of the 
indigenous Mayan Indians for political, 
economic and cultural rights. 

In the first army action in a year, 
government troops drove deep into rebel 
territory, reaching the guerrillas’ best-known 
jungle stronghold of Quadalupe Tepeyac 
and easily consolidating control over a 
dozen Chiapas villages sod towns because 
they encountered no resistance. But in spile 
of sending in 2,500 troops. 33 aircraft, 30 
tanks and 32 armoured vehicles, the army 
was unable to capture Subcomandante 
Marcos; one of the five rebel leaders was./ 
held and the capture of another was claimed ( 
but not confirmed. The Zapatistas appear^! 

have staged a strategic retreat; the army 1 
fajrod several Chiapas towns all but* 


extract 'confessions'. Besides the resignation 
of the governor, the rebels are demanding 
the withdrawal of troops before talks can 
begin. 

Zedillo's turn-around may have also had 
something to do with the results of the 
elections held on February 13, which went 
against the ruling PRl (the Institutional 
Revolutionary Party). The National Action 
Party (PAN), a centre-right party, won the 
governorship of the state of Jalisco and 
control of the stale legislature and s majority 
of city halls. The vote was hailed by some 
as the fulfilmcn t of Zedillo's promise of fair 
elections and greater democracy in Mexico. 
(These elections followed two day s of rioting 
by protestors in the stale of Tabasco against 
the allegedly fraudulent election thereof the 
PRl governor Madrazo.) The election was 
the first since the devahiatjpn of the peso 
in December tad the subsequent economic 
crisis which forced the coon try to appeal for 
international aid. The vote, according to 
analysts, could be the first is a scries of PAN 
victories; given the disarray in the PRl, the 
party ha* acbance to win control of Mexico's 
lower bouse of Congress in the 1997 federal 
election. Three other • tales, all PAN 


a 




strongholds, have 

this year. 

Mexico is hardly a democracy in practlo 
A strong centralised bureaucracy hat rule 


the country since the revolution, and the P 
has retained its bold on power for 66 yesx 
by using fraud, force and public funds. TL 
Zapatista rebellion, among other thing; 
represents pressure tor democratic refora 
and the rebels have received wide suppot 
from other Mexicans on this count. Th 
feudal attitudes of ruling party bosses i 
states like Chiapas have contributed to th 
discontent. Having treated Mexico as it 
private fief for years, the PRl is beginnin 
to see the results when elections-ar 


conducted fairly. The rebellion in Chiapa 
may actually have achieved one of its aim 
by pushing Mexico towards a mor 
democratic system. 

But the Zapatista rebellion is not onl 


about democratic reform; to some observer, 
it represents the indignation of Mexico' 
poor over free market reforms. Eve 
supporters of reform acknowledge that th 
new economic policies have increased th 
alrcady-huge disparities of wealth. Six tec 
per cenlof Mexico’ x population is official! 
classified as living in ‘extreme poverty'. an 
another 2H per cent as 'poor'; most of th 
poor live in the countryside, and the stat 
of Chiapas is the poorest of all. Econumi 
reforms have not benefited the peasantry 
for one thing, the government phased o« 
agricultural subsidies, including those o 
maize, the staple diet of the peasants. I 
January 1994 at the start of the rcbcllioi 
(which significantly was launched on th 
same day that NAFTA took effect; 


.Comandantc Marcos denounced NAFT, 
as a ‘death sentence' for Mexico’s Indian.* 


The Indians are also opposed to the rccer 
land reforms, aimed at freeing up the marise 
for land, because the original land reform 
to distribute land to the peasants neve 
really look effect there. Many Indians hav 
lost their lands to cattle barons wit 
connections to the PRl. and many remaii 
landless in aregion of large estates. Salinas 
anti-poverty agency. Solidarity, was create 
to channel resources to the poor agrana: 
regions, but the money received has no 
offset low prices for coffee, the state' 
main commercial cropland the withdraws 
of agricultural subsidies. Rather disingc 
nuously, president Zedillo blamed thi 
recent economic ‘meltdown* on th 
Zapatistas, whose activities are suppose; 
to have put pressure on the peso and th 
(tockmarket. But he has yet to recogno 
that the tame economic (and political ’ 
policies that led to the meltdown also hav 
crested the social conditions that spark c 
the movement. 

Even more than apeaasnlrebelbon abrx 
agrarian issues, the movement represent 
a pan-Mayan cultural uprising tb« 
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woemptmt 1be..twt tf Mmtmmic* m 
iwffl ► (heir demand fa for ladiaa political 
mdcuhtati autonomy. Half of the population 
of Qriapaa ii Mayan in language, culture 
and ethnicity, and the Mayan Indiana have 
suffered centuries of oppression and 
discrimination in Mexkoand other countries 
at the hands of the non-Indian population 
and tbestate. The Indians in Ouatetnala have 
been engaged in political struggle for 
indigenous rights; it should come as no 
surprise that the Chiapan Indians are 
beginning to awaken. 

These lecehtevents, on top of the economic 
disaster (which significantly followed the 


PROBLHMs in maintaining agricultural, 
particularly fnodgrain. production and 
neglect of essential investment in 
agricultural infrastructure, along with 
problems of environmental degradation arc 
well known features of present day China. 
With (he dismantling of the communes and 
the introduc tion of household distribution 
of land there arc obvious problems in 
mechanising agriculture. One way out ot 
this situation is through the emergence o| 
a lease market for land. Some households 
would lease out land and hevome effectively 
dispossessed labourers; while there would 
be a centralisation of production on larger 
tarms. This is the classic process whereby 
rich peasants and capbaltst farmers emerge. 
To foster such a development there have 
been changes in the agrarian law to make 
it possible for long term leasing of land 

The dismantling of the communes not 
only broke up the production units in 
agriculture, it also ended the social security 
and Welfare systems, shattering the 'iron nee 
bowl’. Shortfalls in the provision of health 
and education services and their availability 
to (he rural and urban poor have been 
reported 

In the conical of capitalist market 
developments it is necessary to note the 
emergence of alternatives to the above 
processes, alternatives which seem to 
provide a better deal for the producers. 


iaatailarion at a cabinet Bill of foreign- 
educated, market-oriented economists - 
Zedijlo himself has a PhD in economics 
from Yale), underscore the instability and 
weakneaaof the present government- Zedillo 
is forced to walk a tightrope, balancing his 
promises for electoral, party, judicial, and 
economic reforms against his obligations to 
the old guard of the PRJ - the ‘dinosaurs’ - 
who saw him into power. It remains to be 
seen whether, from such a weak position, 
Zedillo can proceed with the promised 
democratization of Mexico and also address 
the legitimate demands of the Zapatistas 
without again resorting to the use of force. 


A study of Weinan Village in Wu County 
of Jiangsu Province (south-east China) 
points out that in order to n-solvc problems 
of mechanisation and modernisation of 
agriculture, a Village AgncultuiaJ Senisr 
Station (VASS) has come into existence 
(This account of Wcinan Village is based 
on Jun ZSou's Ma«ter s thesis. 'The 
Agricultural Service in Small-harming 
Systems. A Study of Wu County. Jiangsu 
Province, PftC, at the Asian Institute of 
Technology. Bangkok ) 

W uh the household responsibility 4 > ''cm 
there emerged an acute problem ot Uhoui 
shortage. Households economised on the 
use of labour by substituting purchased inputs 
for those that had to be collected manually 
In tbephk c of the carl ter practice of dredging 
up nver sludge for fertiliser twhieh used to 
be done overhaU'a year! fanners substituted 
chemical fertilisers As a result the ratio 
between organic and inorganic fertiliser 
decreased dramatically from 1:2 9 in 19S0 
to 1:16.2 in 1992. China's famous stress on 
organic fertilisers was wiped out by the 
household farming system. Herbicides were 
used to reduce labour requirement for 
weeding, 

While women and theeldcrly are the mam 
fanners, roost others arc part-time farmers, 
also working on (he enterprises owned by 
the village. These enterprises arranged 
’agricultural vacation*' loanable the workers 


to work oo their land*, particularly during 
petit agricultural periods. With workers 
losing wage* and factories kiting production, 
this could not be a sustainable solution to 
the problem of meeting the labour 
requirements of agriculture. 

The leasing-out solution emerged in the 
village. As a result the village has four 
specialised agricultural household*, produc ■ 
ing crop* for sale and upending an average 
of 37.2Smueacb But more than Ml pet cent 
of the village land is to be devoted In 
production for village consumption. Thu 
land cannot he leased out for commercial 
fanning. Finally the availability <4 outside 
labour was also limited 
A VASS was set up providing mechanised 
agricultural services to the farmers The 
VASS is itself owned by ibe village 
collective, av arc all the other enterprise* 
(electrical fan. enamel in.uiatrd wire and 
silk thread factories and a fishery unit) in 
the village The VASS wa* set up with 
indivisible equipment acquired from the 
old commune. Initially tbc VASS only 
provided agricultural supciviiton and 
operated equipment that could not be used 
by household (arms But over tune the 
(unctions of the VASS increased to cover 
a wide range of agricultural operations 
These vary ib*n land preparatun water 
management, laim input provision. plant 
protection, fie Id drainage rue nursery and 
fertiliser application to harvesting and 
transplanting Duet, lack >>f adequate and 
reliable machinery. nc< transplanting and 
harvesting have m th remained problem* 
The VASS m vikt to kc«r its full-tune 
worker* tsvtipicd Jun nr the slack agri¬ 
cultural pcn-xls has taken up contract* for 
related construstvsn W'vks Tbc VASS 
earned out they, mstr-ic ac«n and maintenance 
of the irrigation sy-rem and road* At other 
times the V ASS worke- are taken up m the 
village-own* * fact'-Tic* or provide 
transportation services 
With (be uniformity of crop* grown in 
the village tbc VASS in efleet came-»cast 
rmisi of the agricultural work in the village 
There is now no question of a lag m 
extension, os the trained worker* of the 
VASS themselves carry out all the 
operations, supplemented by the iatsoui *4 
women and the elderly 

Land »m which consumption crops ore 
to be grown are distributed to hnuackoht* 
on tbc bans ot the number of its aduh 
members But from the earlier situation of 
family members performing all the labour, 
the growth ,9 VASS (umiian ha* led to 
the village coliec Use itself (in the lone of 
the VASS which it owns) ptvvtduag most 
of the agncultura) labour teqmied The 
village collective, through it* Village 
Agriculture Development Hind (VaDFI 
a* it to. already undertakes all &c investment, 
trt agriculture. Tbc further growth of 
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Emerging Alternatives in China 

DN 


The self-proclaimed collective of Nanjie village and the virtual 
collective of Weinan fall into the category of common property systems. 
They are property’ and so involve the exclusion of non-owners from 
their benefits. They are different from the old communes in that their 
external relations are those of the capitalist markets w ithin which they 
exist, while their economic relation to the state is basically one of 
delivering some amount of grain. 
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industry, by increasing tbs demand for 
labour, would push up the opportunity cost 
of the women who are now left as the sole 
whole-time family farm workers. The 
VASS would then take over all the 
agricultural operations of the village, 
leaving a household system only in name. 

Already agriculture provides just about 1 
per cent of the income of the village. Meant 
basically for subsistence (besides the sales 
to'the state) agriculture is in effect a 
supplement to the income earned from the 
village-owned factories and other enterprises. 
(The situation bears a resemblance at one 
level to what one finds in plantations in 
many parts of the world, where unused lands 
am given to the families of workers to produce 
crops to supplement their wages. Of course, 
there is big difference in that the plantations 
are not owned by the workers, while the 
village enterprises in this case are owned by 
the village collective.) Since land is held on 
the basis of the number of members in a 
family, there is an equity in the distribution 
of foodgrains, at least part of which is not 
related to the income that the workers cam 
from the village enterprises. Further, with 
the basic foodgrains being produced in the 
village and not being subject to distribution 
through the market, the spectre of inflation 
that looms over China is partly kept at bay- 
in Weinan village. 

If Wcinan village has virtually abandoned 
the household system of fanning. Nanjie 
village in Linying County. Henan Province, 
has formally abolished the household 
responsibility system. A report in the Far 
Eastern Economic Review (November 17, 
1994, on which the following is based) 
says that Nanjie abandoned the household 


While it is nocssaary to investigate dm 
relations between the ruling elite (of the 
patty and managers) of the rill age-owned 
enterprises, on the face of it, there la not 
that separation of the workers from the 
means of production characteristic of 
cspitalism. These are not the state 
enterprises that were supposed to be owned 
by the whole people. They are owned by 
a group of people, defined as the (adult) 
residents of a village. The enterprises are 
private property. Not individual property, 
which anyway is not even characteristic of 
capitalism with its joint-stock companies. 
But this is not a simple corporate village 
entity, since there is not a disjunction 
between workers and owners. If (and it is 
a big if) there is not a separation of 
party officials and managers as a stratum 
from the workers, then there would not 
be a stratum or class of non-working 
owners (as the owners of a joint-stock 
company are). 

But there are some non-owning workers. 
This is revealed in the distinction between 
local and 'guest' workers. Certainly, the 
guest workers would have no part in the 
political affairs of the village. Or. in 
determining the use of surpluses for 
accumulation, etc. In economic terms, there 
are differences in the benefits the two 
categories get. At Nanjie. those of the village 
gel superior housing. Free education right 
through to college is unlikely to be availed 
of by guest workers. In Weinan, village 
workers gctaportionofincomcintheform 
of grain from land: while guest workers 
would have to buy allof their requirements 


on market.TW-aviW g gu a st w sa fchw 

an better treated than. say, Pelertjtftm 
guest workerr in the brad! kibbutt, there 
ertstiH important differences in the benefits ■ 
that accrueto writers who areowners.snd 
workers who are not alio owners. (This is 
reminiscent of the situation in Munda 
villages in Jharkhand, where residents who 
are not of the original land-clearing clan, 
do not have the same status as the 
descendants of the original clan of village 
founders. Given that Chinese villages are 
largely clan-based, is this more than amcie 
similarity?) 

The sclf-proclaimedcollectivcof Nanjie 
viflage or the virtual collective of Weinan 
fall into the category of common property 
systems. They are property, and so involved 
the exclusion of non-owners from their 
benefits. They are different from the old 
communes, in that their external relations 
are those of the capitalist markets within 
which they exist, while economic relation 
to the state is basically one of delivering 
some amount of grain (amounting to far 
less than I per centof village income). But 
while operating within a capitalist market 
and thus having to abide by its laws of 
competition, accumulation, etc. can 
ownership of enterprises by its workers 
enable the workers to secure a better posi¬ 
tion in the market, internalise at least 
some externalities and introduce more 
equitable methods in the internal 
distribution of income within the enter¬ 
prise? A deeper study of the newly- 
emerging trends in China would enable 
one to answer these questions. 


responsibility system after working it for 
six years. In this period agricultural 
production fell by SO per cent. After 
reverting to communal production village 
agriculture has reached record levels. But 
in common with Weinan. in Nanjie too 
agriculture accounts for barely 1 per cent 
of village income. The rest comes from 
various village enterprises. The village 
collectively owns 26 enterprises. 

Migrant workers in Nan j ie are three times 
the village's own population. But their 
wage rate* are reported to be even higher 
than those paid to Nanjie's own workers. As 
at Weinan. workers get a portion of their 
income in kind, so that inflation is not a 
problem. 

What Nanjie workers get as direct 
entitlements doe* not depend just on the 
number of members in a family (as it does 
in Weinan where grain entitlement* depend 
on land allotment*). Evaluation* of social 
factors, such ax cleanline**, stodtouene** of 
children, political participation, etc, arc the j 
ha, is forthe distribution of welfare benefita. 

^ Overall, the village has the highest percapits 
.^income (ft Chrna. -j 
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PERSPECTIVES 


Sew TVends in Sociology in France 

M Cooraaert 


Sociology in France is undergoing great changes; the rejection of older 
taradigms has thrown up new problems. Some aspects of this 
transformation and its causes are outlined in this note. 


POR a sociologlat engaged in research for 
nany year*, it i* obvious that sociology in 
France has undergone and is currently 
indergoing great changes. There are many 
signs of this transformation: the use of ne w 
vords. the renewal of concepts (one 
txample among many others: the concept 
>f ‘identity' was practically unheard of 
vben 1 first began as a sociologist). Themes 
lave changed and so has the overall 
Problematic: in urban sociology, for 
nstance. the ‘after 1968’ period was 
'trongly marked by the theme of 
segregation’, which in turn gave birth to 
■ new way of tackling social relation* in 
he city. The emergence of ibis concept 
/as both linked to the objective reality - 
he inflowof foreign workers, immigration. 
-Ic - and to a specific ideological and 
political background, that of 'urban 
itrugglc'. in which many urban sociologist* 
vere engaged. Yet. nowadays, the issue ol 
segregation' is receding t even though s**mc 
»f ux continue to study its effects and 
rharacteristics) while the theme of 
exclusion' is taking over. At the same 
ime. the overall problematic i* being 
lisplaccd from 'city' to '*oc icty' at large, 
he city being the place where exclusion 
< being 'created', generating problems 
-acceding by far the limits of the city - 
incmploymcni. training, education, and so 
m Nowadays, those among us who call 
hum sc Ives urban sociologists arc speaking 
>f the 'dual society’, 'first' and 'second' 
ate economy, and social justice. A» a 
onscqucnce, the very framework of live 
malysi* had to be reconsidered whik 
ociologisf* were compelled torcconsidcr 
he criteria and categories they had been 
tsing in the past. Such change*, directly 
elated to the changes that arc taking place 
n society, put rather squarely the famous 
lucsdon asked by Max Weber about the 
-elation between science and politic* But 
vc shall return to this later on 
There are many other examples of these 
hunge*. If. for Durkbcim, 'anomie' was 
'<>c of the central themes of reflection of 
he past fewyears, a vast quantity of studies 
uid investigations have flourished around 
he issue of the 'social link', an expression 
i^rdly ever used as such in ibe past Judging 
>y (he eatays dedicated to the issue, the 


so-called academic social studies are clearly 
coupled with philosophical interrogation*. 
thus the question. "Why is the social link 
missing in our society?*' (an issue which 
is generally tackled hy the negative) i* 
coupled with another. "How do we recreate 
the social link?", with a clear tendency to 
focus on ihc elements of social, political 
and economic life that may help recreate 
the missing social link. As a consequence, 
whole series of studies have been conducted 
around these ‘solidarity links' in their 
various forms, and how these links arc 
being weaved m: one i* compelled to resort 
to concept* so far unheard of, such a* 

' solidarity economy'. for example, in order 
to study the new services implemented in 
neighbourhoods, new industrial relation* 
between companie* and salaried worker* 
new forms of employrten* and manage 
ment. etc Also, full attention ha* been 
given ioihc*e ’networks' and the link* they 
create between individual*, neighbour- 
hoinK. and different categories ol *01. ia! 
'actor*' Whole *ene*nf investigate>n< arc 
heirtg conducted on these network*, 
exploring lran*port.nii in.communic aiion 
and daily life in j common pcrspectise 
At the same time, in a different area o< 
w*ci«l life the survey* conducted around 
companies and lahour practices and 
organisation have equally developed 
alongside ihe change* affecting the very 
link* that exist between worker* and 
companies In France, the company **** 
traditionally considered by labour 
sociologist* as the place where the 'w.'rkmg 
class' was hemg 'cieatcd' Yet a u-ernt 
survey revealed that employee* no longer 
identify solely with theircotnpany. it i* no 
longer the only place where they c an achieve 
a goal. In fact they tend to seek re'**urs.e* 
elsewhere, in otbet areas c*t social life 
Some sociologists consider this phene? 
mcnon a small revolution Hquatty. and 
due to various factors. labour relations m 
large companies have undergone profound 
changes - hierarchy and authority are n*? 
longer what they used to be. and they 
require new terms and condition* 
Participation, equal relations, shifts m 
responsibilities, and broader iAformatwm 
arc elements that sociologist* must take 
into account and study, element* w hich, m 


turn. sociologists contribute to developing 
through debate and commumcation 
Here again, the bond existing between 
science and society stands at the very heart 
of an extremely vivid and tense debate - 
the standpoint of the scientist >i f-a 1 is his 
field of investigation, hi* nhservee* and 
interviewee* The relation Isetwecn ***. rety 
and sociology is a major is cut “deptnditig 
on the importance gi*ct 1 to '.be topic the 
idea of .sociology a* a science takes -Hi its 
full meaning. Bre adiv speaking il can lx 
said that 'academic socioiogy was ta/rnof 
a need fiir ob|ectivity ;,rd -. crawly which 
required that fbeob.cn cn r ••sK.-nui'.rcrn&iii 
an'outsidet' Infiw.! one atio-ng (he wti 
eminent founding father* of m.xioF yy 
Durkheim. and otbeis wi'h him were 
haunted hy the idea of breaking id! witn 
metaphysics and philosophy and in ths 
particular ux. with social philosophy 
which wa*. in their view, unable 10 meet 
the requirements of Sociology a* a -c ;■--(!* c 
Their i Jcal mode 1 w «* the tiat-t: at setctE e,. 
or, io He more precise, cxpcririietiUi 
science* Thu* the celebrated font, ala taken 
up in tuni by many. al:h' >iigh withe variety 
of interpretations Treat 'octal la*!' as 
ohic*!-" WcaJiokri'w the Jchaleinitiated 
hy such authors a* Ih'thc-y. legaMmg die 
difference between the tiur,.?n > * -cr.vC s ckI 
natural .sciences a'ld the- pad. ojarnedby 
Weber among .the?' leading to 

s • wprehen si* e *< v »o 1 - ^y f jbr r.ec e*-> (T* 

t> take into account 1 V 1 characterisin'- 
pn pert" social phen. menaand all human 
acton in*>'!'*cdintbrS'x;,i!proces- Over 
a long pern«.! o* lone and t .eii during iht 
1960* Frer.vh .w'ci ii-gis!' recardJccs .>{ 
the \jrt>j* trends, const Jtrcd the 
■«*utsi'ler'sst.‘,;i#pL-if.i o dn only goafsnrte 
of tnl* aCicnttlii ss.vk 
Yet.inpt a tn.e. thing* were *v-um? simple, 
eci-tj ic*- 'o when the very condition' of 
ir.M't:g.i'.>-n urged the inn •ticw.n* t> 
break ;hc golden rule Indeed for a grea: 
man* rcao-n*. a large nurnbci ol .T>.*e*tt 
gators, bethey public <thal o gi vem-'ictit 
paid' v?r pnvait were *a.ight up :r 'be 
machinery of c.-ntr .ti resrar. h ’A h-:'c 
French mx let* ws* ex pvitt tv. :ng pfofoi.nd 
changes SiTne g'Oc IfiiTi > tai **.*1)1 • were 
putting up »rr. b<tio;i* .esrir. b :e.*gr«ti<r.i 
(utukr the guflanvc *■: some ithtsin,*.* 
in* cstigMorst thit presided 'be 'inuiid 
mean* necessary to carry - ‘d f'tldw.rlt 
c'tbrrw-iscttTspcvs'tbk AitSxxjgb supposed'* 
tree to carry out the'r survey * as thci 
pleased. investigate*** «rre ofUr- imps-ced 
deadlines. *c well jo ■'th<r m-wr '->brir 
constraint* -owwerror.g thr que tlE*tjriiii'cc 
and tlw theme*pr*»v*cd - which or.ew*y 
or the '4b«. oontrsWted t • saKit.-ltisstc 
*c icmihc in*’estig*t).'n to wh»t jy. i:n\i#cK 
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known u the ‘social requirements’, often 
to the prejudice of regaroua methodology 
end to the benefit of approximate, albeit 
‘interesting’, results. It is my view that 
much of the disarray expressed by French 
sociologists is due to the fact that 
investigations are being conducted in a 
somewhat hectic manner, without any 
capacity for accumulation (which is not the 
case in biology or physics, for instance, 
where investigations are carefully 
conducted over long periods of time), 
without proof and counter-proof pro¬ 
cedures (cross-examination). Under such 
circumstances, even well-conducted 
investigations have suffered from non¬ 
renewal of contracts, non-reproducibility, 
lack of comparative work among different 
studies conducted around the same theme. 
Often when one reads the reports one feels 
the lack of distance (despite the preliminary 
declarations and other preambles of the 
author), and even those who claim to be 
rigorous are not altogether free from 
ideological sideslippings, especially when 
the quarrel, not only between the different 
schools, but also between the various 
political trends - between ‘marxists’ and 
‘American empiricists’, or the ‘conser¬ 
vatives' in the proper meaning of the word 
- was, to say the least, scathing. 

In any case, over the past 10 years it has 
become commonplace to hear that French 
sociology is undergoing acrisis: the absence 
)i a duly established and universal 
taradigm: the need for a general Theory 
;with a capital T), except for some who 
insider their own sociology as the only 
■me (in this respect. Pierre Bourdicu is a 
last master); the lack of universal 
•e Terences. It is true that there are many 
different trends, each with its own set of 
■efcrcnces and own sources but the word 
crisis' seems a bit strong. 

As I have said earlier, sociology has 
undergone profound changes, changes that 
rc directly related to the transformation 
if society itself. Yet it is precisely the very 
ask of sociology to understand what ts 
,oing cm in society. Many sociologists 
were shocked to discover the gap existing 
ictween the conclusions they had reached 
aid social reality at large or in its minutest 
nanifestations. Was it not a sign that their 
ostulates, assumptions, and methods of 
vesligatior had to be revised? And indeed, 
neb discrepancy was often interpreted as 
sign 'that old patterns, concepts and 
(icthoda of investigation were outdated. 

^ rre again I shall give an example, even 
itmay seem incidental.Orooaly speaking, 
ue to tbe fact that many sociologists were ' 
Marxist*. society was considered a 
ompouod of classes, and often s two-class 
ompouod. Yet, even if it is generally ■ 
isstuned that social classes are a compound 
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rather than asimpjeraaiity, it bncante men 
and more difficult to apeak of a ‘working- 
class’, especially when the surveyed 
population was one of white coll era, when 
middle-classes labelled as such teemed to 
be in the making, when new categories 
were emerging, working together as a 
combined and dynamic movement (1 won’t 
use here the word group) endowed with a 
consistent approach and a desire for 
collective action, as was the case of the 
executives which were the subject of a well 
known book. Thus there was a need to 
revise categories and nomenclature, and 
for the two-fold task carried out over the 
past few years - that of definition and 
reflection. The need for reflection has 
brought togcthcrspccialists from different 
areas of the social field - statisticians, 
economists, sociologists. 

It is interesting to note here that, of late, 
collaboration between these different areas 
has been reinforced, and that the encounter 
between such areas as history, philosophy 
and sociology is much more common than 
it used to be, the existing frontiers appearing 
all too rigid and somewhat artificial when 
the surveys compel the surveyors to take 
the multidimensional aspects of social life 
into account. Thus, for example, the whole 
nomenclature of professional categories is 
being currently revised for a better and 
more accurate grasp of the different types 
of population, taking into account criteria 
-job, income, place and type of dwelling 
- far more complex than in tbe past. In the 
first place, the new criteria allow a better 
and more accurate study of the social 
compound of the different units - cities, 
neighbourhoods, companies, etc. They also 
offer a broader explanation of the present 
and the possible future behaviourof actors. 
One is often tempted to speak of ‘social 
recomposition', taking into account tbe 
changes brought about by the organised 
types. 

This work of reflection has led some 
sociologists - namely, those anxious to 
preserve methodological theory - to 
reconsider their modes of classification: 
some of them question bow categories come 
into being and tbe consequences of this le¬ 
thal formalisation; others question about 
alternatives, taxonomy or not. for instance; 
others question the relevance of tbe notion 
of category in sociology by comparing the 
various, mere or less vague, terminologies 
in use. and by dismantling the various 
forces involved in the conAmction of the 
said categories. It could be raid, in other 
words, by quoting Durkbeim once more, 
but from a critical point of view this time: 

If we are to treat social facta as objects, 
we ought tokcep in mind that the categories 
we refer to are compounds. 


Since I rniwnt'-fKa .-.here «• 
account of the various traodsthatoffMl tie 
very idea of a united sociology in Prahce, 

I shall restrict myself to ope issue onl^" 
which, in my view, is a major one: the 
concept of action in relation to the know¬ 
ledge sociologists have of actors, their 
impact, and their practice. This is a major 
issue in my view because it is directly 
related to the idea of society itself - os a 
whole, os a system, or even as a multiple 
compound whole coherence, comple¬ 
mentarity, and also compatibility and 
incompatibility are to be token into account. 
It is a major issue also because it compels 
sociologists to reconsider the bonds 
between macro- and micro-sociology, one 
of the cornerstones of traditional sociology. 
Regarding this issue, today's sociologists 
speak of an epistemological break-up What 
do they mean by that? Why such a break¬ 
up? What are its causes? 

Of course, categories are already being 
reconsidered, alongside an attempt to grasp 
the different social units in the process ot 
daily life (and in France, more and more 
emphasis is put on daily life, with many 
different trends, from Henry Ixfebvro to 
Maffcsoli, as well as all the essays 
concerning the “history of daily life” - a 
certain way of using and weaving history 
into the social canvas, which is a rather 
innovative approach and which, in itself, 
constitutes a break-up.' But mere profoundly, 
it is the very pattern of sociology - either 
new or traditional - that are being put into 
question. In other words, it is critical 
sociology. For many sociologists, working 
individually or in teams, and despite thcii 
differences, the theoretical formulation oi 
these ‘socio-lugical trends' has a common 
postulate (or belief): society forms a whole 
a unit which works according to mechanistic 
in which individuals arc involved in nr. J 
external causality, excluding the subject as 
capable of any creative activity or intention 
Durkhcim, his associates and followers, *a\ | 
it is strictly ‘social’, thus avoiding all 
refereneexof thepast humanism, psyvholisn 
and idealism. By viewing society as a whole 
some sociologists say that wc have create.! 
an ontology, that of ‘holism’. But it ian< >! 
altogether bee from a certain 'voluntarism 
a desire to consolidate a society oo th< 
move, becauae of industrialisation and tin 
new forma of capitalism - which in ilsci 
constitutes a sort of break-up with th« 
ambition of a pure science. On the othr 
hand, this vision of society as a univerii 
mechanism is insufficient, because cvej 
* Durkbeim, when investigating the reaaoi 
for suicide, is tempted to resort 'j 
anthropology in order to identify thj 
contingencies linked to tbe e m e rg en c e i 
such phenomena, and to person! 
experience. 1 


34 


Beano Jc d Political Weekly More 4, V 



' ttw 

1960* and 1970*ofiward* - strongly 
influenced by Marxism- or (fast of Ficrm 
Bourdicu, it proceed* according to a coruin 
ontology, an ontology of the subconscious 
replacing that of tbc ‘great whole’. Thl* 
sociological tread equally considers that 
individuali are overwhelmed by society, 
reduced by it to the role of to simple agents. 

This trend stems from a principle of 
external causality which acts as a driving 
farce for the functioning and development 
of society. The social forces lead social 
beings within a global project, that of 
domination, in order to achieve stability and 
ensure reproduction. Even when Bourdicu 
insists on practice, it is a practice which finds 
its expression in a habitus embodied by 
socialised agents caught in the illusion of 
free-will. For Bourdicu. this illusion of free¬ 
will is, to a certain extent, (be necessary 
mechanism ensuring tbe well-being of 
collective life. Since French sociology is 
still bearing the hallmark of Bourdicu’s work, 
it is only natural thin bis concepts and methods 
should come under attack from more recent 
innovations. If one readily admits the part 
of truth in his work, one also discovers its 
limitations. When, for example, parentx 
organise (be curriculum of ibeir children, 
drawing a carrier plan for them, they rarely 
realise that the choices they make freely are 
in fact pre determined and linked with their 
own history and social position. However, 
today, this kind of assessment can only result 
in a neutralisation of sociology, denying it 
any capacity for explanation But above all. 
it seems to me impossible to consider only 
he who i* endowed with the t ilk of socioksgist 
as capable of revealing the unknown: 
moreover, whencommon agents are deprived 
of the capacity to grasp the processes in 
whkh they arc involved - not to say that 
he denies them the least part of personal 
intention - by what miracle an agent, who 
is not a sociologist could agree with the 
vision presented by the sociologist. We are 
here in the presence of a conjuring trick 
which deserves an epistemological reflexion 
of which no hint has been provided so far 
by Bourdicu, the great decipherer 

Another major trend in France, also crossed 
by sundry currents, is (hat of Cro/icr and 
Boo don. among others, who have always 
rejected the holistic visum of society To 
them, individuals ate. on the contrary. ratkxial 
actors, capable of strategy, of rational choices 
Inspired by Anglo Saxon utilitarianism, the 
file-leaders of this trend, have attempted to 
demonstrate, both through fieldwork and 
through major organisations, howth* ’actors' 
played their own game according to interests 
they were either trying to optimise or maxi - 
raise, or to combine according to specific 
goals * Yet, here tgain, e ven ifooc is referring 
to supposedly rational individuals - a 


soctshred version of tbe homo economic us 
- the critic* have attempted to demonstrste 
that die system as afcrtalising unit outweighs 
the individualistic concept Here again, 
through reflexion and research, one is 
compelled to moderate tbe structures of 
rationality taken as models 

These hasty incursions lead me on to the 
present prepositions, which tend to offset 
(be postulates and certainties of the past. 
These propositions. I believe, can be 
summarised thus: frist, "There is a plurality 
of social worlds” or “There is not one society 
but a variety of societies”. Tbe second point 
which is fell as an urging obligation as well 
as an intimate conviction, is: ’'There aren’t 
only socialised (or mechamned)agenu There 
are subjects, practical and endowed with 
intentions that arc not only tbe expression 
of interest. Society begins where individuals 
cohabit - for good or had. as enemies or 
friends, where actors attempt to co-ordinate 
their lives, their paths alongside other 
individuals Individuals are actors, a» says 
Boikov ski. who do not live in just one sphere, 
but in various worlds ” 

These pr< positions create a whole range 
of new (asks and new possibilities for 
sociologists Among these ncwpoxsihilitics 
one in particular is interesting• by exploring 
action, interaction and connccUivi between 
the vaiiou* actors (partly the heritage of 
Grossman and of American interactivisu i. 
it is. or it would be possible to bridge the 
impossible gap. that exists with traditional 
theories, between micro- and macro- 
sociology. 

By discarding the ides of a single society 
and taking into account tbe plurality <rf 
worlds while returning to the sources of 
tbc logic of action, it becomes possible to 
understand how co-ordination was 
impossible and becomes posstbk Two 
authors. Boltonski and Thevenot. take the 
example of a conflict in a company. In ibis 
case, each one of ihe actors starts acting 
according to his or her own rationale the 
worker who has made a mistake will 
mcnminalc the bad quality of (he material, 
or the lack of proper instructions, the ternnan 
will blame the inefficiency of workers, the 
inspector will blame the organisation and 
tbc working conditions; the employer will 
put forward economic reasons detrimental 
to wotk mg rates. A* c ach one of them pursues 
his or her own rationale, a settlement seems 
more and more out of band whik the whole 
affair is turning into a dialogue of the deaf 
It is the (ask of tbc socilogisl who has failed 
to solve the conflict to discover tbe reasons 
id each one of tbe actors and the rationale 
of the world in which he or she operate* 
And, first and foremost, if the sociologist 
wants to understand, he must consider each 
ooc of the participants as a serious person 
a wart of what be or she is domg and capable 


of e xpre s sing and voicing hk or her demands 
Tbe first and foremost condition, as I said, 
is therefore to get rid of one’s prejudices 
according to which agent* are nut actum 
but objects deprived of conscience, ami to 
accept plurality. 

Abo, one should not merely focus on tbe 
demands of tbe agents, but grasp tbe agents 
in their encounter with objects - bere tbe 
gas lank. But this would lake too long u> 
devekip, even if it seems to me essential to 
point out tbe introduction of object* as 
elements of proof and counter -proof in tbe 
confrontation of actors. 

-In fact, it is a new definition of tbe word 
action which is at stake here In this particular 
case, it isclcar th at French sociologists have 
sought inspiration in the Angk*- Saxon model 
The traditional analysis ha* attempted to 
tackle action in a new manner - step by step, 
sequence by sequence To follow tbe 
procedure in such a manner is not easy, it 
raises a number of methodological problem*, 
but these in turn contribute to the renewal 
of the procedure 

To study society by understanding how 
actor* make decisions, how they move 
along, hesitate, demand. . leads toother 
consequences - to accept that a 'diffuse' 
rationality may exist Some author* work in 
this direction, attempting to describe the 
emotional ektnrnu that summon up the 
actors Inf Bnudon m hts latest studies) 

last. » vital usue is at slake, that erf 
language, with its complex dimensions of 
understanding and communtcalkn. in the 
wake of Max Weber’s ever increasing 
influence, many a sociologist has r et u r n ed 
to Weber's work, sometimes with divergmg 
views, and have contributed m turn develop 
comprehensive *oc»ok>gy in France. A* to 
communk ution. the influence of Hoberne*. 
especially in bis last essay ’Tbc Act erf 
Communication', i* very sensible. Here 
agate, it t* a certain conceptissn of socsotogy 
which i> at sukc 

These trends have rekindled the interest 
m social -practice, a social practice whkh 
has been both neglected in the past wad 
considered as fundamental by some 
young and not so young specialists, that 
of argumentation in order to reach an 
agreement.one must argue, toadvoca*eone‘» 
demands one must argue Thus, seeking 
inspiration in areas twilsulc soaotogy - 
linguistics, philosophy - some sucskptU 
have published essays around the theme of 
action in which they put the emphasis on 
the Afferent aiyccts erf ap gum enU taon Aware 
of tbe critjcittu surr o un d ing then work - 
accused of neglecting their own speciality , 
of not giving enough attreoos to *uc u3 
facts, of concentrating aolrly on thenrebcai A 
proble ms - they argue that without thorough’ 
investigation the everyday work of the 
sociologist wrll inch dm weecssar* tw» 
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In order to follow the process step by step, 
nd to consider acton as allowed a certain 
nargin of action, not »o much in the classical 
ensc of the term freedom, but as the 
xpression of uncertainty, compels one to 
consider the observer-observee relation, 
nstead of* superbly taking the outsider's 
position, the observer is compelled to adopt 
method of investigation which does not 
void the encounter with the observee. 
ouraine had already implemented a 
Participating sociology'. Hvefl if the latter 
as undergone setbacks and sideslippings 
trough a misinterpretation of the two 
itegories of partners, it has nonetheless 
towed the way out of a certain outdated 
id conventional approach - that of 
pjectivity-cxterioriry - linked to the very 
incept of causality in siiciety matters. Once 
tproved. the method allows one to sharpen 
ith the terms of the encounter and the 
:mcnts as wagers of veracity. In this respect, 
a recent essay F Pukct puts forward the¬ 
ca of likelihood in otder to qualify the 
lationship that exists between situation, 
erancc and interpretation. At the same 
ne, he puts the emphasis on the fact that 
t method is (he wager of the theory, and 
at a theory without a method will end up 
the pantheon of pure ideas. And in turn 
method without a theory is meaningless: 
e may proceed Ui a great numberof factual 
atyxes. yet one will end up with 'clouds’. 
:iud< that will never go beyond a certain 
. e! of comprehension if the theory is not 
:rc to underline them, and force the searcher 
put his or her conclusions to the test. 
The link between theory and method has 
vays been a headache, even for the most 
istrious of sociologists. In fact, break -ups 
i sideslippings often interfere with 
npiex reasoning, sophisticated method 
J interpretation usually based cm reliable 
a.Irtthisrespect, Bcrthelothas undertaken 
rry interesting task in order to grasp the 
*w existing between paradigms, theoretical 
extractions and conclusions, bringing 
ward the evidence of how. in order to 
•er up a flaw, such or such author has 
noted a kind of ‘camouflage’, by using 
Kr tools or concepts that are ex tenor to 
issue in question. 

These considerations lead me on to one 
nt which seems to me quite remarkable: 
note and more sociologists reject a holistic 
wof sociology, they become increasingly 
are of the links that exist between macro- 
micro-sociology. of the continuity that 
«U between them, even if the latter is 
inklcd here and there with voids and 
vs. They have come to accept the social 
n no longer as a dummy, but as a human 
ng capable of common sense, reas* ming 
■ feeling These sociologists increasingly 
. the need to turn themselves towards new 
roaches, other than those offered hy 
etiy conventional sociology. In todays 


aociology, omrf cufrontly resort* to 
philosophy,histray, and human sciences in 
general, but also to technical analysis. By 
opening up to novelty, sociologist* have 
* ceased to intellectually confine themselves 
totheirown country. It is amazing to see the 
number of foreign references - American, 
German, English - to which they resort. 
Equally, to tackle the world of labour, justice 
(a theme much in favour nowadays), state, 
and social justice. French sociologists have 
stopped referring to French sociology, to 
turn to sociology in general. 

is there a crisis? Without any doubt if one 
is attached to one general theory on society 
when there isn’t any; and because of the 
absence of universal paradigms. But the task 
is gigantic, multiple, dynamic, because 
changes are constant, and changes arc the 
most difficult thing to tackle, in particular 
for those among sociologists who believe 
(hat (hcrecan be no society without stability. 
A huge task that breaks up with the models 
and habits of thd past by the emergence of 
a reflexion (hat goes beyond the limits in 
which scientist-sociologists would like to 
confine sociology, by implementing new 
approaches so far unheard of. 

At the very heart of society lies action, 
but for sociologists who arc willing to take 
part in the debate about the reasons for 
action and not about its causes, action is not 
the simple result of social mechanisms, nor 
is it deprived of meaning. Action, either 


tndividuslor in itlieiflvsT ■* rtAai.ooa -poitkict 
or the other both «ome into aceord-cannot 
really be explained nor understood if one 
refuses to admit that it convey* a meaning. 
Action leads up to problems that exeed by 
far 'scientific' sociology, on question* of 
justice, ethics, responsibility-concepts that 
have been dug up and reconsidered as 
inherent and essential to society. Society is 
not-a* many searcheixof the new generation 
have become aware - an object, and those 
who envision it as such are sure to fall short 
of their goals, because, in other words, they 
refer to something which is not society. 

Notes 

1 One example of the changes occurring in the 
identification of social units is that of (tie 
family. Naturally. the term keeps iu traditional 
meaning, but nowadays it includes other types 
of organisation and relation. WHh the extension 
of divorce, with (he emergence of single-parent 
families, of relations so far unheard of between 
various members oi split-up families, ii has 
become necessary to revise the pattern of tliese 
units, their behaviour as well as their 
consequences for social organisation as a 
whole, dwelling, work, family income, legal 
problems, etc. 

2 Equally , in a recent debate. Bourdieu admitted 
that each individual is endowed with a margin 
of freedom, albeit narrow, that makes struggle, 
refusal of injustice, etc, possible. 

3 Here the influence ot the theories ot games and 
systems appears clearly. 
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Madras: Not Benighted? 

A R Venkatachmlxpatky 

The Nitloaul Movement in Tamil Nadu, 1905-1914: Agitational Politics and 
State Coercion by N Rajendran; Oxford University Press, Madras, 1994; Rs 275 (hb). 


AT last we have a coherent account of events 
in the swadeahi movement in Tamil Nadu. 
Based largely on relatively untapped colo¬ 
nial documents in tbcTamilNadu Archives. 
Madras, N Rajendran narrates in consider¬ 
able detail the extent and outcome of the 
early nationalist movement in the Tamil- 
speaking areas of Madras presidency. Much 
in the manner of Pbilisx Fillagap and Lucy 
Lacuna (poor BernardCohn's 'Anthropology 
and History: The Stateof Play’). Rajendran 
sets forth to fill in a major territorial gap in 
nationalist historiography This, as we shall 
sec-below, explains both the strengths and 
weaknesses of the book under review. 

The'study is set out in seven short chap¬ 
ters. The first two, on early challenges to 
British rule in Tamil Nadu and economic 
conditions during the period of study, are 
the weakest, especially in terms of analysis 
and drawing interconnections These pre 
fatory chapters lead to the more substantive 
part of the study. Chapters .1 and 4 trace the 
rise of extremism and the spread of (he 
swadexhi movement in Tamil N adu.Tn stress 
his point. Rajendran takes up the vigorous 
nationalist activity in Timncivcli district as 
a case study (chapter 5) In the final two 
chapters, he fixes the responsibility for the 
failure of the xwadeshi movement at colo¬ 
nialism’s door, and attributes the rise of 
revolutionary terrorism to its repression 

The book seems to he consciously set as 
a response to the Cambridge school, espe¬ 
cially David Washbrook’s rather abrasive 
comment that "between 1895 ami 191ft. 
scarcely a tingle and - British slog barked on 
the streets (of MadrasJ". 1 But in his real to 
impute loo much to the * wadethi movement 
in Tamil Nadu. Rajendran overstates hi> 
case and often slips into nationalist 
hagiography. 

Rajendran prefaces his account with iltc 
assertion that he is only reacting to the 
conventional characterisation of Madras as 
being a ‘benighted province’ and then con¬ 
cludes. after 160 pages of minutiae and 
empirical detail, that ‘Tamil Nadu m the 
year* 1905-1914 emerges from our study 
squarely within ihe mainstream of Indian 
nationalist history" (p 160). This may ex¬ 
plain his liberal use of empty nationalist 
rhetoric like “the quest fur political free¬ 
dom" (p 120), '‘courage, integrity and in¬ 
telligence" and “a *cn« of intense patrio 
t«m" (p 85), h i* doubtful if thix is the way 
to pot mind beck into history! In any case 


this- does little to explain or understand 
concrete historical processes. The book is 
written as though Bipan Chandra and Sumit 
Sarkar did not exist, not to speak of the 
subaltern critique of Indian nationalism and 
its historiography. Nor does R ajendran even 
consider (he not insubstantial Tamil scho¬ 
larship on this question 1 

It would appear that the positivist manner 
in which the study has been structured 
precludes the raising of any probing ques¬ 
tions . But for a brief foray intocertain aspects 
of mobilisation (pp 49-57), no questions 
regarding the social base, programme or 
ideology of the movement and its prota¬ 
gonists are posed. Even the shifts within the 
movement, bet ween mt xnents of m< xleratism. 
extremism, and revolutionary terrorism 
(which often tended to overlap with sevet a] 
shades of grey - for instance. G Subramania 
lycr’ s extrem i<m was more ambivalent than 
Rajendran would have u« believe l. have to 
be sought out by the discerning reader. The 
moderates get a raw deal, their rule getting only 
cavalier treatment Surely. K R Curuswarny 
Iyer. M Gopaiakmhna lycr. Mahc shakumar 
Sann a, not to speak of V Krishna*w amy Iyer 
and V S Srinivasa Sasiri. deserved some¬ 
thing better. 

Further. Rajendran seems often to over¬ 
state his fitting-into-tbc nati.>nalis( main¬ 
stream thesis The su adethi msivemeni. at 
least in Tamil Nadu, was certainly not dial 
widespread and tended to c.wcentrau: in a 
few pocket*, especially Tirunclveli district 
and. to a certain extent. Madra* city 
Raiendran seems to conveniently bypass 
this by writing an extended study of the 
movement in TiruiKlvch.calling it a case 
study' (chapter 5l Clearly it w as not just 
acasc. but for all practical purpose*, the very 
movement lUclf. Likewise, the prevalence 
of nationalist songs (pp 53-54) is seen to be 
an indicator of the creative pi <wer and strength 
of the movement, but no more than four 
poets other than the famed Suhraraattta 
Bharati art named. Thu too actually masks 
the fact that A Stunmugam Pillai and 
K and as warn y Kaviray ar wrote no more than 
one swadcsbi song each Similarly. in the 
last chapter, while Rajendran waxes eln 
quent that the “anti-colonial struggle in the 
south became growmgly (sft'j clandestine 
and ounsptratonaL with anring accent placed 
on individual acts of terrorism", all that 
actually happened wa»ooesofitafy instance 
of the murder of a district collestor' As 


Bharati himself was to remark later. The 
terronst movement in the Madras presiden¬ 
cy was oili-boni".'Rajendran valiantly tries 
to piece togetherminutiae from confidential 
colonial records to paint a larger-than-life 
picture of the xwadeshi movement in Tamil 
Nadu. Unfortunately, it did not possess the 
kind of intellectual resources, mobilisation 
and spread as found in Bengal It made only 
a marginal impact on the later course of the 
movement in Tamil Nadu, unlike in Bengal 
where it was to make a deep (and creative) 
impression on subsequent generations. 

This lands Rajendran in a difficult spot, 
having to explain the abiect failure of the 
movement whose magnitude be has inflated 
Colonial repression offer* a convenient 
panacea to all his troubles Intefhgeoce- 
g at be ring mechanism*, strategic* to inocu¬ 
late government employee* and Indian 
sepoy* against the multiplying virus' of 
nationalism; the persecution and exemplary 
chastisement of extremist leader*, action 
against the pres* - all these are supposed 
tocxplain away the ultimate break -up of flat 
movement ip 164) The picture of the colo¬ 
nial slate that Raiendran paint* is 
nothing less than panoptican of the 
Fouc auluan variety’ The "tier-vigilant 
police machinery" <p 1<R| of which 
Ratcndran speaks* .miUshneeded 25year* 
lo take note of a swadcsbi pamphlet and 
proscribe ii 4 Ai bco n contained a few 
sure* of dithering, and not cia*th well 
trained, policemen A* Ii *r ptosec uuons. leu 
than a do/cii extremo's were tried and 
imprisoned for sedition t inly one journalist 
w as imprisoned ami arouher bound over o® 
an undertaking. Only twupcnodicalx were 
banned and less than a Jo/t» .sublis ataxic 
proscribed. If this att. gre colonial harvest 
of Tamil swwi^shi scalps explain the failure 
sif the movement, tt .peril * eloquently for 
the Kiretigth aud magnitude <.4 the move¬ 
ment 

Moreover. Ratcnshan appear- to have taken 
colonial intelligence rep>«s rat bei more 
seriously than even the o4-ir.ial masters He 
would do well lo remember the pithy com¬ 
ment by .me official regarding frequent 
reports from policemen concerning preva¬ 
lent rum.sure and discussions in tram* and 
other public place* about impeivUcg luge- 
scale insurgency “They have to cam their 
keep " But ktich is hi* fascination lot cohv 
ntaJ ‘confidenUar record* that even for b*s 
account of the Surat split he prefers -Sor rel 
Palter Aba Wit to tun temporary observa¬ 
tions by VOChtdambtfam Filial andBbarau 
Similarly, hi* tat 4c on the pa* sen get Wlfa 
carried by the Swadeshi Steam Navigatum 
Company' could base been more ej ah ware 
and dlununaung thy tracing, for instance 
the weekly moveanatt* of stupa) had be 
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cared to (top oat of government archive*. 

No doubt, it »• worthwhile project laying 
bare the fallacies of the Cambridge school. 
But 1 would daresay it would involve more 
of theoretical combat ard less of grubbing 
at the archives. Ultimately, Rajendran’s 
considerable skill and labour in culling data 
from colonial records would have proved 
much more useful if be had desisted from 
unconsciously succumbing to the national¬ 
ist myth of a uniform and homogeneous 
process of a monolithic nation-in-the-mak- 
ing. Mote than any other part of the Indian 
subcontinent, it is Tamil Nadu which has 
exposed the many chinks in the nationalist 
armour, in terms of region, language and 
caste. A study of nationalism in terms of 
these contestations could have yielded new 
insights. But, unfortunately, even when such 
opportunities crop up during the course of 
his narrative. Rajcndran prefers to miss them. 
Therefore he is able to see the emergence 
of the Justice Part}’ as only paving the way 
for "polemics to enter the discussion of 
Tamil Nadu’s nationalist traditions, and 
obscure the past" (,p 1). 

Given this premise. Rajcndran constructs 
a linear narrative that silences ambivalent 
andcontestatory responses. For instance, he 
attributes the aloofness of Nadars (a numer¬ 
ically preponderant upwardly mobile caste, 
previously downtrodden! in the movement 


in stnmciveti to me ccitnci collector* 
attempt to stir up cute antagonism* (p 114), 
while the reality was far from being that 
simple. In fact, whenooeSankgahngaNadar, 
despite having regularly attended swadethi 
lectures, expressed his misgiving, “If yon 
get swaraj, you will ask us to do menial 
things", VO Chidambaram Pillai could only 
mumble an ambivalent answer. 1 (Later in his 
life, VOC was to distance himself from the 
Congress and identify himself with the non- 
brahmin movement.) 

Another line that Rajcndran could have 
pursued is the relative absence of communal 
tension in the swadeshi movement in Tamil 
Nadu. Apart from the material basis fra 1 such 
amity, an analysis of the language employed 
by the swadeshi leaders could also have been 
attempted. The relative absence of Hindu 
religious idiom in the discourse of VOC and 
other non-brahmin leaders are useful leads 
in this regard. Recent studies indicate that 
Tamil Muslims were more comfortable with 
a Tamil identity rather than with a Hindu- 
Indian one. 6 If such issues bad been kept in 
mind, the result would have been a more 
analytical work shedding light on many 
contemporary concerns. 

To conclude. Rajcndran's work is metic¬ 
ulously researched and documented, but 
ultimately, only flatters to deceive. An analyt¬ 
ical history of the early nationalist movement 


a iwawremcaN^irmsumatenae^vtp 
it cannot be gainsaid that ate 
Rajendran's book useful. W 

The book could have done with some * 
more editing and proof-reading. (While the . 
title refers to thcyeari 1905-1914. the narrative 
stops in 1912!) An index would ha vc been usefuL 

Notes 

1 David Waahbrook, Tht Emergence of Provin¬ 
cial Politics: Tht Madras Presidency 1880- 
MO, Delhi, (977, p 233. 

2 Especially the following works: Ragunathan, 

Bha rati: Kalamum Karuthum, Madras, 1982 
and Bharaliyum Puraichi lyakkamum, 
Madras, 1987; A Sivaaubramaaian, Ashe 
Koiaiyum India Puraichi lyakkamum, Madras, 
1986; G Kesavan. Bharaliyum Aravyaium. 
Madias, 1991. 

3 'The Political Evolution in Madras Pnvides- 
cy ’ in R A Padmanabhan(eti), fi/iarar/ Pudhayat 
PtnmOuranu, Madras, 1982, p $59. 

4 See GO No 958-9, Public (General). July 11. 
1932. The book in question. Swadesa Chimin, 
was published in 19(17 hut came to the notice 
of die colonial intelligence machinery only 
in 1932, when it was promptly banned' 

5 GO No 1542, Judicial and Confidential, 
October 3, 1911. See the ht|niry sheet of 
VOC prepared by the C1D. 

6 See Mom’s article 'Tamil Muslims nnd Non 
Brahmin AI heists' in Contributions to Indian 
Sociology, 1992. 
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Laboor, Law, Liberalisatk 

iUdki D’Ssia 


Labour Law, Work and Development: Essays in Hsnoar of P(i Krtsbaaa 

edited by Dcbi S Saini; Westvill Publishing House, New Delhi, -1995; pp 221, 
Rs 295. 


THE sociology of law is a nascent subject 
in this country. When a subject is new, any 
effort to advance the subject is a positive 
contribution. Labour law. work and 
development is a vast subject encompassing 
many disciplines, such as law. sociology, 
economics and management. Since the 
putting into place of the new economic 
policies, labour has once again become a 
subject of acrimonious debate. While the 
proponents of the new economic policies 
would simply like to wish away the fact that 
there was a labour aspect involved in the 
whole process of liberalisation and 
globalisation, the opponents of the policies 
have, focused on the human costs of 
liberalisation forcefully enough to cause 
discomfort to the proponents. Be that as it 
may. labour has once again become a subject 
of debate. The book under review reflects 
this dichotomy and divergence of views. 

It is interesting that (he very structure of 
the book should embody such a divergence. 
Section 1 deals with the socio-legal issues 
related to labour power as such, both 
organised (Saini) and unorganised (Baxi). 
file second section is a more descriptive 
account of how the law and the constitution 
have worked for some of ihc most 
marginal i*ed sections of our society such as 
bonded labour, agricultural labour and 
migrant labour. The two sections, comprising 
of five essays each, hang together as the 
underlying focus in both is the worker as 
a human being - a human being in the vortex 
of a gigantic legal machinery. The focus is 
on the way the legal machinery tramples on 
the individual worker qua human being. 

Any understanding of social issues 
proceeds on certain epistemological 
premises, stated or unstated. Historical 
determinism has been an important tool of 
analysis in social discourse, but this smacks 
of a certain 'inevitability' in the course of 
events. However, historical determinism has 
beep a most effective tool in describing the 
complexities and inter-related nets of 
phenomena Such an analysis deals with 
thingsas they'actually are* rather than things 
as they ought to be. A normative discourse, 
however, is concerned not only with what 
(lungs 'ought to be' but leads invariably to 
prescriptions on policies and actions This 
may team idealistic and. impractical. Law 
more than any other subject can be said to 
poetess a natural afflUation to a normative 
diacoorse and a pull towards prescriptions 
far action and i mp rov em e nt . Baxi't essay 
on unarganired workers pro vides important 


insights into the workings of Uw as an 
instrument of ‘unorgsnising' the workers. 
According to him. law “disorganises'' labour 
due u> the historical need for “primitive 
accumulation through agrestic serfdom, 
carceral exploitation of capital". Having 
understood the sociology of labour law in 
these terms, Baxi shifts the terms of discourse 
when he advocates law as an instrument of 
“production of politics” rather than allowing 
it remain “politics of production", such a 
change according to him must be through 
the active utilisation of Uw as an instrument 
of change. If law is an instrument of the 
dominant class, can it be expected to 
’empower' the 'disempowered'? This is a 
basic contradiction rooted in epistemology. 
If Baxi's essay raises the issue, the issue 
itself requires a more thorough examination. 

Saini puts on a scientific footing wbat 
is already known to all those who are 
familiar with labour adjudication forums 
and how they work for the workers. That 
what iKcommonty known is established by 
proper research methodology is as 
important contribution, as it elevates what 
was hitherto subjective' knowledge to a 
more 'objective' plane Saini confine* 
himsfclf to the lower forums for dispute 
settlement such as the conciliation 
machinery and the labour and industrial 
courts His special focus on termination 
cases - how most of them are espoused by 
the workers individually, how they end up 
in monetary settlements', how this itself i* 
an important means of weakening collective 
bargaining strength, the use of courts to 
dtsempower collective strength - is an 
important contribution in understanding 
how legal processes work at the gras s roots 
Tbc Supreme Court itself has played an 
important role in bringing about this state 
of affairs. For example, in numerous 
termination cases, even after finding that 
the workman deserves to be reinstated, the 
Supreme Court has made exceptions and 
persuaded the workman to accept monetary 
compensation for ‘pragmatic' considera¬ 


tion*. Such 'pragmatism' by the highest 
court sends definite signals to the tower 
judiciary. It may enhance Saint’s work 
greatly to examine the role played by the 
higher judiciary in bringing about the stale 
of affairs described by him in the essay 
under review. 

It is significant that when tbc subject 
changes to globalisation, industrial 
restructuring and industrial relations law in 
’.he third section, the underlying premise in 
secuons 1 and 2 undergoes a change. Now 
the terms of discourse change. It is no longer 
the workers as human beings and theef feet* 
of the new industrial policies on them, but 
the inevitability of the globalisation process, 
m the face of which tbc worker must 
somehow fade away This hiatus between 
sections 1 and 2 and section 1 is significant 
in the present context, for the very subject 
of globalisation teems to carry with it a seme 
of doom for workers The point is whether 
this must be so - ' 

in this section Mamkootam't essay on 
Industrial Restructuring. Technological 
Change and Industrial Relations Law’hegm* 
by describing the impact of technology 
changes on work organisation and industrial 
relations. Having set out the premise, a is 
possible to postulate that given the kind of 
changes heralded by the globalisation 
process, it is inevitable that labour is 
subjugated by tbc non rule of capital, and 
equally inevitable that labour resists such 
subjugation f)r it is possible to prescribe the 
best way> available to labour to adapt and 
survive m the new economic context- The 
essay avoid* both courses and thereby 
evade* ihc issues posed by globalisation. 
Khcr. on the other hand, smacks of typical 
management jargon that one bears day M 
and day oui at any meeting t f personnel 
manager* While pev -nnei manager* may 
have iheirowr. reason* for viewing the courts 
as condoning misconduct as suggested by 
Khcr. it would not be too much to expect 
an academic work in a collection such as die 
present book to show greater insight and 
understanding of how and why dungs are 
what they are 

Had the book pul together essay* om 
the globalisation process, industrial 
restructuring and industrial relations Uw. 
keeping tbc worker and (he impact of drear 
change* on him at the key thread un d ud ymg 
the entays. tbc value of the col l ection might 
have been far greater 
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Dispossession, Degradation and Empowerment of 
Peasantry and tiie Poor in Bengali Fiction 

Tony Beck 
Ttrthftaksr Bom 

While within the mainstream paradigm of peasant studies the peasantry and the poor are represented as apuihethic 
and passive recipients of elite ideology. Bengali fiction reveals a more complex pattern of dispossession, degradation 
and empowerment of the peasantry and the poor. 


FEW social scientist* have turned to the 
literature of the society they are studying for 
insight* into that society. There arc some 
very significant exceptions, for example, the 
historian F. P Thompson's reference to 
Wordsworth and Blake in The Making of the 
English Working Class, or the same author ’ s 
use of Fielding and Defoe in hts analysis of 
early 18th century Britain, Whigs and 
Hunters. It is a pity that there has been so 
tittle use made of literary sources, particularly 
instudies of rural societies, because novels, 
stories, and poems can provide much 
information that is otherwise hidden from 
even the discerning social scientist. 

In an attempt to lap this promising 
methodological resource, we arc going to 
take a cross-disciplinary approach to the 
Bengal peasant and poor, viewing these 
curiously anonymous figures through the 
ojrtics of literature and peasant studies. Such 
an approach is of course fraught with dangers 
and perils - different frames of reference, 
different disciplinary methodologies, and 
different bodies of theory. We have made 
things more difficult for ourselves by 
purporting to deal with representation, a 
subject that has tree i ved extended comment 
over the last JO to 15 years ami particularly 
stnee Said's publication of Orientalism.' 

Beck introduces the article by looking at 
what we already know of the poor and the 
peasantry from rural studies in India as a 
whole, straying outside of Bengal, and then 
writes briefly about the socio-economic 
framework in Bengal from the mid-19th 
century onward*, within which the peasantry 
and the poor had to cany on their everyday 
existence. Thi* set* the scene forBosc tocon- 
tinuc with an historical exposition of changes 
in the representation of the Bengal peasantry 
in fiction from the early 20th century. 

i 

The Obscured Poor «ad PcuMtry 

In the late 20th century the Bengal peasant 
tike hi* or her 19tb century British 
counterpart remain* an obscure and ohecured 
figure. 'Peasant' continue* to remain a term 
of both abuse and affection (affection for 
example in John Berger’s set of stone*. Pig 


Earth). Recently there has been much interest 
in peasant strategies and peasant revolt. w hat 
James Scott has termed "everyday forms ol 
peasant resistance", as well as a rewriting 
of the historiography of rebellion and revolt 
in South Asia from the sub ahem' s perspective 
(Ranaj it Guha 1981-1987). The se revisionist 
accounts have partly illuminated one 
particular aspect of peasant society. But we 
continue k> rely on Marxist terminology, 
and more recently on feminist terminology, 
to describe (he structure of peasant society 
As a result, we know more about modes of 
production, landholding patterns, differential 
mortality patterns and the sex ratio in villages, 
than we do about the w ay in which peasants 
think, feel and act. In addition, definitions 
of peasantry and the poor remain obscure 
One reads of marginal, small, medium and 
large peasants, mostof whom might however 
he considered poor in contrast to the urban 
middle classes. In this article we note the diffi¬ 
culties involved with the use of such lenns. 
hut we do not try to redefine what either of 
the terms ‘peasantry’ or poor mean. 

If the peasant remains half in light, half 
in d&k. the poor are an even more shadowy 
and anonymous set of rural inhabitants Whai 
is meant by 'poor' is increasingly debated 
from several angles and disciplines - for 
example, economics, nutrition, rural 
development, political science hash .me of 
these disciplines dismembers and 
reconstructs the poor according to its own 
principles. From the dominant economic 
perspective (for example, the hundreds of 
articles on the ’poverty line - in India), the 
poor person is the archetypal 'economic 
man', who is transformed from • human 
being to *n income or set of cipher* which 
are insufficient to raise him or her above the 
tantalising poverty line 

Reasons for the obscurity of the poor are 
not hard to find. There i* an urban bias 
against the village and the so-calkd aatmal 
brutality of rural life. If one cm escape this, 
it ia still difficult to contact the peasantry, 
let alone the poor. tdving in village* in India 
for extended periods is not easy for outsiders 
, who are u*td to city life, but who are likely 
to he the mam interpreters of the village 
voice. Once guide ibr village, if is still 


difficult to find and talk to the poor or to 
women Then there is the difficulty of 
interpretation. Can we trust what villagers 
have to say'* Can wc even understand what 
they are saying, because their vocabularies 
and insights arc so different from ours? flow 
d<> wc differentiate between hidden and 
public transcripts, louse Scott's! I990)tmn*. 
between the face the pcn» put on for outside 
consumption and their real feelings'' How 
do wc deal with cultural norms’, such a* 
women internalising patriarchs) norms and 
feeling they have nuire self-respect if they 
comply with 'purdah regulations* The 
concepts of false consciousness and mental 
metncism’ (Sen 1985} begin to rear their 
confusing heads Under this optic. individual 
village studies ..an be disouded from an 
intellectual perspective as hong subjective, 
lacking a general overview, and being too 
far from scientific 'hard' knowledge 

Ri-mvis <*■ C'tiu.t»'i:vv. lov.w*■« 

Is this obscuring <>f the pcjuamry and the 
poor simply neglect.s>r is n a mantfeatanao 
of ihc political framework within which 
most students of village soc*ty op erate * 
This is an important s* jcstioo. One of the 
'meta-debates' concerning development in 
rural south Asia has focused on the 
characteristics of the peasantry and the poo* 
Should ihc peasantry be considered a« moral 
or rational 1 Are the poor hard- working 
entrepreneurs dented opportunity, or ** they 
I ary and apathetic 1 * Debates around these 
issues are often based on hypothesis and 
assumption rather than analysts of existing 
situations, and then distance from reality 
means that they are conducted at the level 
of pre-conceived ideas Thu. is particularly 
a problem when such debates feed drrcxtfy 
into policy-making at the state or natronal 
level, a* they often do Ke example, the state 
will conceive diffcrc m dc vekyment prceecte 
partly depending on the vie* its plaoocr* 
take of the poor To flesh oot these ideas, 
here follows an analysis of the way m which 
mainstream North Astcrem political acimuc 
discourse r e pr ese nts the peasantry, thepoor 
and village relations 

The moat influential North American 
political scientist* writing on India -wei tee 
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laA two decades, in particular Barrington 
Moore (1987), the Rudolphs (1987). and 
Francine Frankel (1971, 1978) have used 
moral economy theory to explain changes 
in peasant society in contemporary India. 
Less influential academic accounts, such as 
Greenough’s work on the 1943 Bengal 
famine or Marvin Davis' work on village 
society in Midnapore, have taken the same 
approach, and the example which follows 
extends to Bengal as well. 

Moral economy theory, as used by many 
writers concerned with changing societies 
in developing countries, was fathered by 
E P Thompson in his essay, ‘The Moral 
Economy of the English Crowd in the 18th 
Century’ (1971). Thompson’s view of the 
moral economy was that the rich and poor 
were bound in a ring of mutual antagonism 
and need, and that the poor in late 18th 
century Britain re-echoed the patriarchal 
ideology of subsistence for all to which the 
rich purportedly held, by making constant 
demands on the rich to uphold their duty to 
the poor. Thompson focused on contestation 
over resources and ideology, and his 
representation of the English peasantry was 
of a radical group who were active in (he 
making of their own societies . 1 One can note 
ia this analysis of demands made on the rich 
by the poor a similarity to rich-poor relations 
a* described in the writings of Mahasweta 
Devi, which are analysed in the second 
section of this article. 

The North American political scientists 
mentioned have developed their own 
bastardised version of moral economy theory. 
They postulate that the penetration of capital 
into subsistence agrarian systems erodes 
patron-client relationships that may have 
been unequal, but provided minimum 
security for all. The disruption of this security. 
and the increasing differentiation caused by 
capitalist development, is then seen to be 
followed by rural instability and peasant 
protest.’ 

In Ranke!’ * work the erosion of traditional 
patron-client ties during economic 
modernisation is a key concept Although 
what constitutes the traditional is never 
clearly defined, ber most common use of the 
term comes in describing a breakdown in 
past agrarian relations, as is apparent from 
the folio wing discussion of the effect* of the 
green revolution in India: 

Occurring as these changes are is s local 
context characterised by an erosion in 
traditional ties, and an incipient polarisation 
oa the basts of class, it would not be 
surprising if efforts by political parties to 
mobilise social discontent for power 
pmposes would lead to increasing instance i 
of class confrontation in rural areas (1971: 
45-46).'' 

Rudolph and Rudolph also comment on the 
traditional nature of pre-capitalist agrarian 
tjas in India: 


Under forms of tndittotui domination, the 
legitimising ideologic! and power asym¬ 
metries of local hierarchies sustained 
interdependence with relatively stable local 
social equilibriums. Legitimising ideologies 
sanctioned rights and obligations as well as 
duties end dependencies by Unking putati- 


■'/ mi;: 

the complete o vert hro w oftbe exis.tlng\ 
property system" (1971: 185).* The A 
Rudolphs si so warn th st the “dissolution of 
traditional interdependence and absence of 


vely nonantagonutic strata in harmonioui 
social order (1987: 384-85). 

Moore(1987:358-59) also invokes the same 
idea of the pre-modem harmony existing in 
‘traditional' Indian rural society. 

The assumption of the existence of a pre¬ 
modem ‘harmonious social order’ rests on 
the view that the lower castes and classes 
passively accepted the ideology of the 
prevailing order. Frankel notes an attack on 
“...the traditional village system under which 
harmony was preserved by the mutual 
acceptance of ascriptive inequalities 
sanctified by the religious myths of caste" 
(1971:116). In Frenkel's work the poor are 
various ly described as 'resigned', 'deferent', 
and “deeply conservative and inert, strongly 
committed to the traditional social hierarchy 
of caste, and largely reconciled to their 
impoverishment” (1971: 10. 107. 177). A 
similar view is also taken by Moore, who 
writes of the "passive acceptance" of their 
situation by the lower castes (1987: 335). 
In her more recent work. Frankel returns to 
a similar refrain. 

Village studies show that... asymmetrical 
obligations among unequals were oriented 
toward ensuring subsistence for all members 
according to their ceremonial and product! ve 
functions. Religious symbolism became 
attached to the notion of a 'hierarchical 
collectivity' in which the use of concentrated 
politico-economic power was «rcumscrihcd 
by moral obligation... As a result, it is 
arguable that commands by the dominant 
castes were perceived as legitimate and 
evokedahigh level of predictable compliance 
for Ihe lower castes toward whom they were 
directed (1989: I).’ 

ixi us return to this passage in i few 
moments. The Rudolphs write in similar 
terms of the modem agricultural labourer. 
“We infer that isolation accompanied by 
normlessness and apathy has replaced 
decaying mutual ties in many other local 
contexts..." The term 'normlessness’ here 
again implies that labourers simply echo* 
elite norms (1987: 3g7). 

As well as being conceptualised as passive 
receivers of elite ideology, the poor arc seen 
as increasingly susceptible to organisation 
by forces other than the 'traditmnsJ'. As 
ftankcl puts ic “...high rates of economic 
development may squally exacerbate social 
tensions, and ultimately undermine the 
foundation of rural political stability" 
(1971:8). This leaves room for communist 
agitation and the possibility test the poor 
will become convinced by "...the Marxist 
political propaganda that fundamental 


a reconstituted morel order’ may lead to 
“undeclared civil wan", the leading 
characteristic of these being “spontaneous, 
leaderless violence against property and 
persona" (1987: 389-90). 

A political scientist ofa newer generation, ■ 
Atul Kohli, in his book on democracy and 
discontent in India, also wheels out the 
same patient for surgery and follows closely 
what has now become the 'traditional' 
construction of Indian social and political 
relations: 

Economic development has generated new 
patterns of division of labour that have 
under-mined traditional caste authority. 
The spread of commerce has similarly 
replaced seemingly reciprocal patients of 
exchange with the impersonal medium of 
money, again undermining the traditional 
bonds of ‘solidarity’ between social 
'superiors’ and ‘inferiors'. Unequal 
economic gains have also generated new 
types of tensions that increasingly resemble 
class conflict (1990. .<85). 

And so on. We are presented here with the 
received idea about the Indian peasantry and 
the poor a group (hat is deeply conservative, 
a group that accepts passively elite ideology, 
that is inert, and a group that is subject to 
irrational violence when aroused by 
communist or other organisation. This picture 
of a sleeping giant ready to awake and 
overturn the foundations of society is one 
that has haunted liberal social scientists for 
decades. From the perspective of the planner 
and politician, many of whom are as out 
of touch with the peasantry as Frankel and 
her colleagues, fhis sleeping giant is a 
Gulliver-like figure that has to be pinned 
down by various methods of social 
control - and this is what is meant by 
representations of the peasantry and (he poor 
feeding into policy-making. Such extreme 
views of social relations cannot help but 
influence how external intervention to deal 
with village problems is determined. 

Closw Vbw op Villa t® lore? 

Let us return to thatquotation from frankel; 
“Village studies show that... asymmetrical 
obligations among unequal* were oriented 
to ward ensuring subsistence for all members 
according to (hair ceremonial and productive 
functions." Frankel unfortunately only 
mentions in passing one of the studies she 
is thinking about; but it is fortunate that there 
are aaelect member of ethnographies front 
South Asia that deal closely with (he life and 
life-styles oftbe poor, and which ebafiestge 
the standard representations of the poor that 
come from the world of political science. It 
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will be Uaaftil to mcotien a few of tbeae and 
then auountruc what k common in their 
finding*. One think* of Bremen'i study of 
changing labour (clarions end migration in 
Dujarat (1979, 1985), which ia the only 
major longitudinal study from India we know 
of that specifically ret* out to examine the 
condition of the poor within local power 
•tracturea. Other excellent case studies are 
Jodba'a work on poor people'a perceptions 
of poverty in village Rajasthan (1989); and 
Mencber's research in Tamil Nadu on 
untouchables' rejection of brahminical 
ideology, a rare analysis of the view of the 
tower structure of the exploited [Menchcr 
1975. 1980]. Labour Pains and Labour 
> ower by the Jefferies and Lyon (1989). a 
study of gender roles, childbearing and 
patriarchal ideology in Uttar Pradesh, is a 
vital account of the complex nature of female 
oppression, much of it in the villagers' own 
words. Details of grass roots organisation 
among untouchables and women can also 
be found in Joshi (1986). Kish war and Vanila 
(1984) and lllina Sen (1990). Oral history 
remains another important method for 
representing the viewpoint of the poor, but 
apart from the book Untouchable by Freeman 
(1979). and studies concerning poor people ’ s 
uprisings [Slrec Sbakii Sanghauna on 
Telengana 1989: Cooper on Tcbhaga 1984] 
no significant work appears to have been 
carried out in this area.’. 

What can one learn from this scattered 
syidcnce concerning poor people' apriorities 
and how they experience poverty 9 First, it 
is clear from this literature that poor people 
Jo not always subscribe to the dominant 
jrahminical or other ideologic* Rather, they 
assert their own identities, identities which 
are usually closely tied to the material 
arcurtmances of deprivation and exploita- 
:km in which they find themselves. Second, 
»or people feel sympathy for. and identify 
with, their fellow pixu. and help other poor 
icoplc. where this is possible.' Of course 
there arc converse findings from village 
studies which show how Untouchables or 
other subordinated groups have internalised 
‘ominant ideologies or do not support each 
other (Bandyopadhyay and von Fschen 
IdKB; Moffat 1979], but these go against 
he (rend of the ethnographic literature that 
tas attempted to interpret the village through 
direct contact with the poor 

Of course all of the studies wc have 
nentiooed are interpretations of village 
society from the outside. Tirthankar Bose 
as reminded me that we rarely hear the 
indigenous voice of the peasantry or the 
wur. except occasionally in aongs. But it 
s clear that the representation of the Indian 
ieas an try and poor in peasant studies is iUelf 
an important areaof contestation, important 
lecauac how we choose torepreaent the poor 
determine* to a large extent our action* 
owards them. The representations of Joan 


Maachar and Jan Braun, who have spent 
time living cloae to the poor and peasantry 
In villages in India, rather than the political 
scientists who come with pre-conceived 
notions and ideological pretensions, seem* 
to be more worthy of trust. These close 
accounts of the poor would contribute to an 
alternative kind of policy-making, one in 
which the poor are seen not as a dangerous 
sleeping giant but as a group that can 
contribute positively to the making of their 
societies. 

Socio-Economic Chant® in Bengal 

The main point to note concerning socio¬ 
economic change in Bengal is that the 
peasantry experienced a secular decline in 
standards of living and quality of life from 
about the middle of the second half of the 
19th century. There were a number of 
interlocking geographical, political, and 
economic reasons for this. During the 19th 
century, the river systems in West Bengal 
continued their move eastwards, turning 
West Bengal into a moribund delta. The 
construction of rail and road embankments 
from the middle of the 19th century, in the 
words of Sugata Boae{ 1986‘44-45). "played 
havoc with the fast deteriorating drainage 
system of the region", leading to decreasing 
soil fertility and stagnating yields. The 
number ot agricultural labourers and 
sharecroppers grew throughout the 19th 
century , reasons for this included the influx 
to the state of large numbers of tribal* who 
worked in plantation* in north Bengal or 
clearing frcintierregions; indehtcdnew. which 
led to landlessness: and the displacement of 
rural artisans from traditional occupations 
Declining yields and increasing population 
growth, particularly in the 1910s. were among 
the causes of the Bengal famine, and this 
secular decline has continued up until the 
1970s at least. By the 1970s. landless 
agricultural labourer* made up about 55 per 
cent of the rural population. anJ wiihinthcsc 
agricultural labourer bouseh.->lds. female- 
headed households and widows, doubly 
oppressed by patriarchy and cla**, could he 
considered a* the poorest The Bengal peasant 
now finds him or herself in the unlortunaie 
position of living in one the poorest regions 
of India. Since 1977 and (he dominance of 
the Left Front there have been improvement* 
in the position of the poor in some areas, 
but this i* the subject for another article 

II 

ThrM^h the Literary 
Lookhkg-C.tux 

Despite the efforts of historians, 
economist* and sociologists, the rural poor 
of India remain a problems tK We do know 
a great deal about the measures of hand 
resource* that spell poverty, the political 


act* (or lack of such acts) that characteris e 
people in such conditions, and the social 
exchanges that bind them aa a class. But the 
quantifiable data give u* the profile, not the 
face of the human beings who live and die 
in India's villages. Who arc the poor , lt may 
be that we will never quite know the truth, 
especially within the confine* of the social 
sciences. For that matter. 1 doubt that the 
resources of imaginative perception will lend 
veracity to any one conception of the poor 
but at least the impersonalities ol 
quantification may yield to portraits that 
claim engagement. a c I urn often of dubious 
virtue, for portraits represent the painter a* 
much as the subject. Art. like science, views 
from the outside 

What is beyond doubt is that the poor 
confront the Bengali writer on every side 
The experience of poverty, panic ulariy rural 
poverty, is so central to the Bengali writer's 
psyche that it can only prove ibe centrality 
of poverty in Bengal's social experience 
From Duiabandbu Mil/a’splay NeelDarpan 
and Bankimchandra's essays on the 
Bengali peasant to the fiction of Samaresb 
Basu and Mahasweta Devi, the pour have 
systematically displaced (he idealised images 
of humanity that modem India inherited 
from it* own classical tradition and from 
British literature I have not counted plot*, 
hut it seem* a safe bet that at least half the 
Bengali stones and novels wnilcn in the last 
hundred years deal with the poor Doe* this 
persistent concern bring u» diner to the 
poor • Or is it an obsession that distort* the 
representation 9 The answer will be 
ideologically loaded and wii) not serve die 
social scientist in the way Tony Beck hope* 
it might. But this at least is certain, that m 
Bengali fiction the poor have bocoanc a 
central site oT imaginative action played out 
by contending social perceptions. This 
demands a sustained study, to which the 
present look at a few representative works 
can at best be a modes! prolegomena 

ll is lair to recognise that the literary 
representation of rural life has not always 
been a painful dirge. A sweeter strain can 
be heard in the pastoral tradition, which is 
of respectable antiquity and upheld by poets 
as well as storyteller* such as Kaitd*' Roy 
Jasimuddm. Rabindranath Safycndranath 
Datta and Narrul Islam < )nc of my favourite 
childhood hooks was Bhambal Sardar a 
picaresque tale of a young hoy's adventures 
ur a Bengal Hush with autumnal plenty In 
more recent times Abdul Jabbat has written 
lyncalty of life in the village * around 
0alcutta But this enrotorung * tsiou exists 
precisely because it see* (he poor only a* 
relatively disadvantaged, hot a* persons 
facifrg or in a stale ot total disjvnvecsioo 
In these works rural I lie isortc o< abundance 
health andinlegntyi invoking memone*ut 
a myttkdog mod golden age ol pie -mihtstna) 
India Not surprising)*. ibe.*c ode* to 
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Bengali joy pipe but faintly against the 
discordant note* of rural crisis in Colonial 
and poet-colonial Bengal. The glory of 
R^isdnoalfa’^Naziul'a and Hbanananda’t 
enchanting Bengal fade* into darfcnea* a* 
they speak of thediapoaaeeaed.'Inotirtmtea 
this passageoftbejkagali writer than delight 
and hope to few and anger, a passage too from 
the romantic to the realistic, it perhaps best 
seen in Bibbutibhusan Bandyopadhyaya’s 
uneasy yoking of life and death in Pother 
Panchali and Askant Sanket. 

Despite the idyllic image of rural life that 
is part of the tradition, the great majority of 
stories of rural Bengal are uncompromising 
in recognising poverty as the overriding 
Condition of rural life. To the social scientist 
'poor' may be a relative term, but there is 
little ambiguity in the conception of the 
poor in Bengali fiction. Poverty means 
dispossession. So powerful and widespread 
in this vision of the poor, so apocalyptic, 
that Bengali narratives become locked into 
an insistent plot pattern: peasant or artisan 
families that are barely scratching out a 
living in a failing economy within an inimical 
social organisation are faced with a crisis in 
the form of debts or sickness or famine, or 
often all of these together. As a result they 
lose what little they poascss. surviving 
physically by selling themselves into 
functional slavery, the men becoming the 
landlord's or moneylender’s creature and 
the women prostitutes. The social event is 
the break-up of the family which is a 
microcosmic representation of the 
breakdown of civ il society. The moral event 
is the brutalisation of human beings. 

Within this general format the poor are 
portrayed as one of three types. The most 
common is the timid, trusting peasant or 
artisan who knows the forces driving him/ 
her to ruin hut feels helpless in their grip. 
A second type is the man <« woman reduced 
by want to a bestial level at which all human 
understanding have been eroded. The third 
type is the polar opposite in being not only 
aware of the nature of the threat but also 
resolved to oppose it. Not surprisingly, these 
constructions derive from separate 
ideologies, although they often merge into 
a complex pattern of shifting attitudes, from 
despair to militancy to hope. 

Tub DtsMBMantm V«xa<» 

This complexity has lent as much variety 
to the conception of the poor as to narrative 
structure*. A case in point is Tarsshaakar 
Baodyopaddhyaya’s Panchagram (Five 
Villages). The novel records through the 
eyes of a village achoohnaater. Debu Ghosh, 
himself of peasant origin, the accelerating 
decay of a vast area of rural western Bengal 
through the 1920s and 1910a. DAo. who 
has last his wife and child to disease, now 
devotes hia life to the wetfaie of his extended 


community of poor Hindus, Muslims and 
outcastes, including individuals of particular 
vulnerability such as Durga, the village 
prostitute, md Padma, the abandoned wife 
of his blacksmith friend. The crisis of the 
community is one compounded by crop 
failures, epidemics and rising taxes. 
Traditional defences fail because the world 
of the Five Villages has changed, and 
landowners such as the parvenu Snhsri Ghosh 
disavow the age-old duty of the rich to feed 
the poor, ignoring Debu' s negotiating powers 
and even the moral authority of the brahmin 
patriarch Nyayarstna. Debu’s people have 
neither the wherewithal nor the will to fight 
theorists, and ibeirdownwardslide into ruin 
becomes irreversible. Debu’s political 
initiatives do not work in the face of this 
inertia. Nyayaratna's communist grandson 
makes even less of an impact. The economic 
decay of tbc community is reflected in its 
moral decay. Social sanctions against Debu 
engineered by Srihari Ghosh readily pass on 
charges of immorality even though the 
villagers continue to trust Debu. Realising 
that the redemption of (be people can come 
only in a new age to be brought about by 
India's independence from British rule. Debu 
join* Gandhi' s freedom snuggle, goes to jail 
and returns to find hut community still more 
weakened. Death has claimed many, 
agriculture barely survives because people 
have migrated to cities in search of work in 
factories, the Srihari Gboshes are in still 
greater control Yet a new generation 
represented by a brother and sister pair, 
Gwrand Swama, who were Debu'» proteges, 
keeps Debu s flag flying. Rediscovering in 
them his vision he resolve* to forge ahead, 
rebuilding his programme as well as his 
personal life by marrying Swama. 

The panorama of misery and failure in the 
novel seem* to make the logic of decline 
unbrcmchable. Given tbc condition* 
Tarashankar so faithfully records (on the 
basis of intimate personal knowledge), what 
redemption can (here be' > Yet the tide cods 
on a mcliorisi note that can be the product 
only of the writer's ideological intervention. 
The narrator begins with a retrospective of 
the prosperity of the region but also leu us 
know diet those days are gone. Then as now 
the land belonged to the landowner, not to 
the tiller who won Id pay rent wi th his produce 
as well as free labour, but on his pan the 
landowner would forgive or at least defer 
revenue collections at tunes of want and 
finance public works. In that golden age 
even calamities proved the strength of 
society’smoral fabric: In limes of warn the 
landowner* and the local rich used to help 
out" (p 193)." Tarashankar’» historical 
assumption here u the same as that of what 
. Tony Beck calk (he "bastardised North 
Amcricm vcruua'’ofRPTbompron'*tTKral 
economy." Now, However, the reciprocity 
. ofpDWwandrenourrerelatioMhasvmubcd 


and the legitimising ideologies have fallen 
into disuse. The owner* no longer allow 
defaults. When they can they foreclose, often 
by shady legal proceedings aided by the 
corrupt police and government officials. The 
.peasants, particularly tbc more spirited lower 
castes and the Muslim tenants, mutter their 
disaffection, but do so ineffectually. Debu 
Ghosh's efforts to achieve reasonable 
compr o mises fail because the system is too 
strong, the landlords are too rich and wily, 
they have the support of the police and 
district official*, and the peasants have no 
fallback savings or prospects to sustain them 
through a contest Note that not only does 
Tarashankar have a clear vie w of the events 
constituting poverty, he also insists on 
demonstrating, even commenting on, their 
causes. At several places in (he narrative he 
builds up the crisis to a point al which the 
militant stand taken by Rah am Sheikh or 
Tiftkari Mandat seems an unavoidable 
response. But al every such critical moment 
Debu's idealistic option of negotiating the 
community back to the golden age takes 
over, leaving his community gripped m its 
downward spiral The iterative force of the 
view of Pancbagram's decline is 
Tarashankar'* own 

Altar dura > a teuitaae dakhal Larva rale 
ISteanhaitakenoverGod'i worid) -Rahaa 
Jamidarkc rajshakd adhikar samarpan 
kanyacche (The slate has surrendered ns 
power In the landlord) - with,* 
Panchagramer manual) uubnswaata Kenya 
giyaiche piali barite hhangaa 
dh any act he (The people of Paachagooi 
have become paupers every household 
is breaking up). - Debu 
Manushguli jeno sab Lemon hwya gtyacche 
| Ho » strange everyoae has become' | . • Debu 
(Bandyopadbvaya 1972. my (ransLatioa 73. 
86. 287. 2*S) 

How docs this realisation lead to Debu’s 
final vision of triumphant ratal prosperity? 
Only an ideology committed to a self 
deluding nostalgia can lam i m agina tiv e 
perception so completely inside mx The 
result is a fractured literary construct » 
which the realistic mode abruptly surrenders 
to the symbolic, images of rusted cottage* 
fade out to make room u> the novel's late 
sentence for the hero holding hands with bts 
new love agamst a frame of "the sun arumg 
out of (he darkness today's dawn marching 
through the moments. the hours, day* and 
otghts towards fcmwrn wr V Caught between 
hard realxy and liberal sensibility. tbc novel 
takes on an ambiguity si regarding toe 
pauperised peasantry that is rich as an 
imaginative product but no less troobbng 
than tbc obscurity of the poor behind toe 
social scientist s statistical smokescreen 

* Is Mas No Mu* Than Ttos 1 ^ 

Owe of tht alternative* to tow mebonte 
view swings to toe htdtml opposite Hie* 
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in ar early a work as Saratchandra 
Cbattopadhyaya’s Srikanto, the poor are 
frequently placed on a subhuman level. In 
Part 3. Chapter 12 of this influential novel, 
Saratchandra describes labourers uprooted 
from their villages and brought to work on 
the railway. Their reality has narrowed to 
filling the belly, copulating and dying All 
human feelings have atrophied xo that their 
only response to suffering - their own and 
that of others - is passive acceptance. The 
author’s comment is“This is what an animal 
is!... Such patience is subhuman." How did 
they sink to this? He explains: "These people 
have been alienated from all natural bonds 
of family and society so that they can 
endlessly toil... because unless human beings 
are turned into animals, animal labour can't 
be drawn out of them" IChuttopadhyaya 
1985: 428-29: my translation!. 

The author's horror and disgust 
underscores a deep rage at what he discovers 
at the root of poverty Merely implicit here, 
that rage comes to a sharper focus in 
Saratchandra's short story 'Mahesh'. named 
after the central character Gafur's beloved 
pet buffalo. Gafur struggles undo a double 
misfortune' he is poor and he is a Muslim 
Instead of enabling him to feed his only child 
and Mahesh. the hardships he silently bears 
force himevertnore into the puniti veclutches 
of the village power structure Finally, 
maddened by want and failure he lashes out 
at Mahesh. killing one of the two beings he 
loves most. Then, as he leaves the village 
for the town jute mill holding his daughter 
by the hand he looks up at the dark night 
sky and cries out "Allah' Punish me as you 
please hut remember, my Mahesh died of 
thirst- Nobody let him graze on the smallest 
plot of land. IX i not forg i ve t hose whode nied 
him the grass of your fields, vour water to 
slake thirst" (Chattopadhyaya IV8S 1733) 

In the grief and anger fuelling this passage 
we see a characteristic feature of Bengali 
fiction. Description here leads to explanation 
and marches on to a call to action, the author 
changes from witness to tudge ()ften, though, 
the weight of experiencing the poor creates 
a black hole from which the author's 
judgmcntcannot exit. Samaresh Basu’s A am 
Mahato' is such a tale In it life is mere!) 
biological survival, in pursuit of which a 
rite-for-wife exchange is an instinctive 
imperative fortheccntral character. Powerful 
body imagery fixes Mahato's dehumanised 
state in the viewer s eye. his near naked body 
barely senses the breeze and the sun: the rag 
he wears is stripped off him by the village 
'Xiliceman looking far hidden sheaves of 
rice. The only thought that stops him from 
bartering his wife for a rupee to the policeman 
is that she might bite and scratch the man 
who might then beat Mahato in revenge 
Eventual!) he does barter her to a rich trader 
whose thr< lat she tears out. and the story ends 
with the Wife led away by the police as 
Mahato gobbles rice, his eyes playing in his 


imagination over the rippling bodies of the 
sleek oxen he had lusted after in exchange 
for his wife’s body. The insistent body 
imagery turns the human into the animal, 
sexuality into bestiality. 

The process to which Saratchandra and 
.Samaresh Basu bear witness is one of the 
loss of material possession, which forces on 
them the loss of all htlman dignity, freedom 
of action, perhaps even belief and eventually 
human identity itself. If there is ideology 
here, it is overwhelmed by experience which 
silences authorial, comment. In these, the 
Weakest narratives of poverty, the poor are 
victims of a world that denies them even the 
minimal dignity' that is implicit in the term 
‘decline’: because it is a process, decline 
implies a past state of relative well-being 
and worth. But in the examples given. [K'vetly 
is not j process but a state The human 
figures arc human only biologically, not 
socially or morally 

Perhaps because imaginative peiception 
can dive no lower into the decay ol humanity, 
a different voice begins to lie heard in Bengali 
fiction since second world war The reduction 
of humanity is- countered by the very 
pauperisation that denudes the human 
Samaresh Basu himself represents this school 
well. His short story 'Pnitirodh’ begins by 
recalling the gie.il Bengal famine of 1942- 
44. The famine is gone but the peasants are 
little better off because half of what they 
produce sharecroppers re taken assay by 
the landowner They demand a two third?, 
share (diehistoric al backdrop t? theTehhag.i 
movement), and although the forces ranged 
against them have beaten them into 
submission tune and again they band 
together and swarm upon the fields to lake 
what is theirs “They will fight they wij| 
give their lives, hutthey willsh iki oil then 
necks (he burden of the ages" The 
landlord s thuu> launch a spree ot minder 
and rape but are driven away by the v 1 1 Inge 
women. Kcsistancetnuinf ills but at ale ruble 
cost in lives Rahun i» killed and Radb.t 
a central figure, dies with her pregnant 
stoinacli 'll! 

KhMSfAvn- ash Rwwtmiv.s 

This situation becomes a common plot 
pattern in Bengali fiction of the I9S(K 
Samaresh Basu is in tact antedated by Mamk 
BarulyopailhyjyH in countless stones ol rural 
life, all telling e*f the poor pushed to the wall 
and realising their only option is to light 
back. They are no he tier led or cqu ipped than 
Taraxhankar's peasants, except that hunger 
and want prove too much for the legiluni sing 
ideology of subservience and fatalism to 
keep them passive The hcroof 'Mcjaj' fhol 
temper) gets into fights with everyone over • 
the slightest provocation, defies authority 
and beats his wife for fancied offences 
Because of his visibility in resisting 
extortionate laws, the ramindar's menntinck 


his hot. tie him up and gang rape hbt wife: 
When they leave he shows no anger, 
fconfounding everyone’s expectation he 
persuades the villagers in the calmest lone 
to keep up the resistance, citing his wife’s 
violation. Then one night as the thugs attack 
another family he pounces upon them and 
shows what ‘niejaj’ really means. 

Yet another iteration of the same theme 
and the same plot pattern occurs in Nani 
Bhowmiek’s story Salimcr Ma\ which 
centres on the Muslim peasant couple Moin 
and his wife, the latter known only as their 
son’s mother. Snlinier Ma. Despite the 
hardships of succcssivectop failures and the 
death of his son. Moin holds on to his sense 
of what he thinks is Muslim family decorum 
and is enraged at the thought ol other men 
seeing his wife unveilc-d. as she would be 
it she were to lake up domestic service 
Maddened by poverty, he joins othei 
sharecroppers to sci/e the crop against the 
threats of the landlease holder. Karum Ali 
When All’s thugs come In lake the crop 
away, Salimei M.i holds the sheaves to hoi 
body Even though they Ivcal her and slop 
her she does nor let go until the villngcis 
come to her re .cue As she weeps al hei 
dishonour, hot fit ue husband c milfoils ha. 
the myth of feiri.de lionoui set aside in the 
light of a refashioned reality 
Tlie construction ol (H'liiical reality that 
imposes this pattern on Be. ng.di fiction is at 
least partl\ propagandist, inviting the poor 
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a mitttmft action. It ia not an accident that 
t wnt about the time that theae stories bedsit 
.0 appear that the Progressife Writers' 
x ague was formed with the express purpose 
if showing life as it was.' J <uid at least for 
he large left-wing contingent It was a 
platform to call the proletariat to arms. The 
cvcrsal of the earlier pattern of passive 
uttering to one of militant sell -determination 
s only ( 00 obviously founded in the doctrine 
if the dispossessed having nothing hut their 
chains to lose. 

To give the dfictrinc social reality the 
vriters focus on human figures that acquire 
1 symbolic status in the process of Lolling 
he talc. The commonest figures are the 
dustim peasant and the female ties ausc they 
urvivc jl the very bottom of (tie social pile 
Hie raped woman in particular Ixrcomo. the 
symbol of the kind o) suffering that is not 
in accident of history but a condition actually 
equired by the power relations of an 
txpropriattve society In the stories noted 
Ikivc, and many others, the agonies these 
igures suffer arc demonstrated IoIicmk rally 
mistrusted rather than a product oj late or 
liiturc or innate (laws ol chai as ter Yet m 
1 sense the militant vision of these writer - 
s sell deieating. I ven a> a desuiption of 
ape arouses rage il invites mourning arid 
encodes the disempowermetit of the 
ipprcsscd. which is utf-ct bv no energising 
esolutKHi thalmiglil huildupm).-s. Radha's 
lushand dissolves into tears. Salunet Mb 
veeps "The bandits shamed nre" /No rc 
ittirnutionot the pi»'r s personhood arises 
in the wreck of sell esteem 

It w«s m the 197U. that an entirely new 
ainstruetum i«t the pi in was achieved 111 
Bengali In. turn liy Mah.c.wetal.lev V. oikuig 
nthe U million o| activism uid hit sharing 
imong the pool. a tradition served hv t*/.lh 
iarjtchandiu and Tim-hankar M.ihasvvvt.i 
hows us not only that being pool is 
axially constructed state and thus open (*> 
ransformation. tiut also that defeat and loss 
nay paradoxically be victory and gam The 
larralivc and rhetoiical strategies site uses 
cad to the perception that poor tv an 
irhitrary term filled With dc.tdw 0 . 4 i from 
luinioded cultural norms, which makes a 
cdefiniuonof the scli m-stx icty a necessary 
md possible piecondrtioa tor the 
■mpowenne.nl of the weak Thisasscntially 
ubaltcm vicwofwxictyism/.h* ally ditlcicnt 
rom the prescriptive imaging ol reality »c 
lave noticed mother vvrtters. which explains 
vhy wc have in her tic lion images that 
icbievc an altogether different texture and 
eaonance even though she uses the same 
igure* of the peasant and the female " 
Ytibably her beat known story m this mode 
* Draupadt’. which narrates the arrest of 
be militant tribal woman Dopdi Mcfhen and 
ter intemigatioo by her c apt ora led by a 
ommandcr, an intelligent, educated man to 
vbom she i* an object of scienlil k. politic a) 
tody He treats her courteously through the 


period he has decided requires civility, that 
is until dinner time, when he leaves 
instructions to make her pliable lna lifetime 
of reading i have not come across a more 
forceful word than the Bengali word 
Mahasweta uses for the commander's 
instruction: ‘‘Okc baniye niye echo”. The 
verb 'baniye' here i* the some word as 
'dressing' a chicken. Word and deed (of 
repeated, bloody rape; thus tom into a 
semiotic cventihal carries an incomparably 
greater load than clinical description The 
dehumanisation of the powerless seems 
even more irreversible here than in the 
narratives wc have discussed Bui in a 
triumphant irony the lowest point ol 
Dopdi - s life becomes the highest After 
waking up from her post-rape coma she 
walks up to (lie commander. 

Ihaupiih ortnc - closer. Hands on hips. >hr 
laughv aii.l -.ays. "Your hunted woman 
Dopdi Mfihcn You told them to make me 
up, so Am'i you want to see how liiey ha-c 
made me up 1 " 

"Her clothe where are her clothes'"’ 

"Clothe ’ Wh.il -' the use of clothes’ You 
can -top me how are you going u> clothe 
me ■ A man an - you " 

Diaupa/h advances on the commander 
pu-hing hun back with her tom breasts and 
ihi- is ihe fust nme the commander teclv 
teal in Ironl i t an un timed target, alemhle 
Ivar |IVvi IW 7 108 , my uansl.inon) 
Holes have been icvciscd. [tower rehxattd 
andh:im.mw. 1111 rcsk.fined Tlie inevitability 
of the plot pattern that is a mark <>f thi» type 
s»f narrative invests the central figure with, 
.1 presence (tut fills the viewer’s eye and 
then, instead .'I remaining a motionless 
emblem of grief and l> -vs that ft gurc acquires 
control • ver tier reaitty. assuming not just 
militancy b u t motal supremacy The very 
object- -I defeat become the utajsim i'l 
victory Note that Mahaewcta is Using the 
same 11 art alive partem as Manik it Samarcsh 
and particularly the name .symbol of 
dehumanisation. Ihe raped woman '* The 
ditlcrvnce is ihat jneciscly ai the moment 
wiicn the reader is asking, is 4human being 
no more ih*n tills, tbc writer iranslorms 
that synifxv! into a trope which elevate- the 
readers perception to 1 redefinition i-f 
humanity by eschewing arbitrary construc¬ 
tions of w.alh into an icon of inalienable 
rights In contrast to Manik amt Samaresh 
whose scry sympathy hi the v totaled poor 
turn them into subjects of patriarchy. 
Maiiasweu schilling disengagement accords 
(he po/sr autonomy at (he same time as n 
bridges the distance between the pcaeiver 
amt the perceived Uncharacteristically for 
Bengali fiction. thr romantic idealisation of 
spirit over body yields to the rrvohitionary 
realisation of the dispossessed reclaiming 
their world 

In this perception of the poor pre seed upon 
flic reader, the poor cease to be the alien and 
mctamorphorc. inio the viewer in an 


imaginative event, the remaking of the 
viewing self. Docs this remaking have a 
social equivalent, a social policy ur/plication 
The temptation to think so is underwritten 
by long traditions of didactic ist litetary 
theory, from neo HDtonisi to Marxist, and 
may well be a necessary position, but we 
must pass'll by in tile interests of pursuing 
the problems *>j representation. Its 
significance here liesrathcr in forcing upon 
literary as well as sociological scholars the 
intensity ol the experience of poverty in 
Bengali fiction, which pulls into its /irbit the 
nartator > sensibility U/ 4 point where the 
narrative teeters between the fundamentally 
separate |v (tent ialitics of representation. < me 
driven by adirect political agenda, the other 
by acathartic recognition.These alternatives 
arc reflected in the texts I tiavc considered 
in this -article, most powerfully in tbc works 
ofMamk Bandyopadhyaya. MahaswetiDcvi 
and Samaresh Ba.su 

Mahaswcta Devi s work includes ibe 
(n/ides and values of traditional Bengali 
fictioncven as it transcends them While all 
these -tone - arc pre -eminently realistic, the 
narratives tend at critical m.vmcriu to be 
caught ui the meshes of authonai intervention 
whereby ideologic ally mediated c. oxiucion* 
arc forced upon them Tbc revolutionary 
sympathies of Manik and Samaresh are no 
lev- controlling •<[ the jv^/r than the 
anif hot au v c r/ -m antic ism / >f Torach ankar or 
thedisguctofSaiaU tundra The p a * become 
U/e author's political creatures, m contrast. 
Mahaswcta shows a way m which the poor 
may be seen a» aut/>tiooious even as Akv 
emerge as the icons wc build out of our own 
-envt of w.cth 

Notes 

1 Thr tiicmurr •» t tnenulssm a esMMrve 
I .lifttwin perspective* «/e laden < I9#6i 
and Kabkat iJUKX; 

2 In his reaurt volume C attorns m Comma* 
iPW! 1 Thompson review). 20 years ol use 
-■f u»4al economy theory and iru**» ifaM the 
theory ha# now come of age 

- Moore 1)9871 takes a diflatM perspective 
from (hr .aher wmere dooiaaed. ta that lie 
viewy a fnrt of prsctmioe <4 capaai into 
nuhswt enof eystnn* a t the resoee tor p ew— 
revoli. because this leave* patron cheat 
refauoM intact a# a vehicle for peasant 
mobduaajoo Ho»eva deaprte ttasdifferenc* 
Moore's rep rea e n urivn <4 the pear—ly u 
very smular tv that of the other anthoo 
discussed 

a breakd rnlentc# the same >*«w eix-Mrerr 
tf97k *. 21. 2b. Xi2. 19*1 n 40 20*1 

x Seas /iy ifugy 214b aiso sugpeat# that the 
mara dswxrunMK of the precapnoknpean— 
1 # tonaess and Baner o n— on "thr 
•odefy prevol— and reaakfy ohaarvdMeb^er 
and inertia <4 the p.points.*: <4 the Indian 
mix eminent. " (J97fr 191 1 

b Hw sin*lor cv/ mmenu ane Hwtal Qd?t sat. 
V It. 5K>1 

7 ft a p re —a sw <4 the g g perte nt * <4 hr poor 
can jdw be found ia Maradv hceortar and 

if' 
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songs [Miller and Kale 1972; Omvedt 1977]. 

8 This does IKK mtmi) that Ihueuenodivuiofu 
among fee poor (fostered by indigenous elites 
or otherwise), or feat lb*ey do not compete 
wife each other, as Breman's studies make 
dear. 

9 Fiwa telling contrast,compare Rabindranath's 
‘He maiah bangs shv am ala aqga jbaliccbe 
amalapravate' with his ‘Dtu bighajarai'. the 
first a paean to the deified Mother Bengal 
resplendent in fee light of dawn, the second 
a tale of a hch rural landowner lobbing his 
poor neighbour of his only property, a mere 
two acres of land, and sending him to jail in 
the bargain. 

10 All lent references are to the editions cited 
in fee References. 

11 A similar view of relauooahqu is taken by 
Bankimchandia in Bangadesher Krishak* 
(Peasants tf Bengal), but note feat he attributes 
the erosion of rectprocality to the Permanent 
Settlement of land by the British 
[Cbattopadhyaya 1970: 305). 

12 Formed on April 10.1936 in Lucknow with 
Munshi Premchand as president, followed by 
the Bengal Progressive Writers' League on 
July ll.Taiashaoku was a member for some 
years. 

13 For a sense of fee categories (hat control 
Mahaawela’s priorities, see Kalpana 
Baidban's note [Banttun 1990: 46. n 24): 
"Mahasweta.. was not sure whether she 
should give priority to speaking on women’s 
condition aver getting fee tubewells [for 
marginal communities I " 

14 I limit my references to these authors as 
(hey are the most distinguished repre¬ 
sentatives of this particular tradition. But 
similar perceptions, perhaps of less gripping 
force, are widely found in contemporary 
Bengali fiction, particularly in fee active 
little tnagaune arena. 
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Improving Sales Tkx Management in India 

Mahedi C Pnrofaft 

Proper management determines the effectiveness of a tkx system. Failure to properly administer the tax de/eats as purpose 
and threatens the canon of equity. It increases evasion of tax and creates a parallel economy. Over the years there is an 
increasing realisation that in practice administration is law. 

fn view of the important role of tax management in achieving the objectives of the given tax policy, this paper analyses 
the features of sales tax management tn India and suggests possible improvements in it. In doing so, it presents the organisation 
for tax administration, analyses the operation of the tax including management information system (MIS) ami suggests 
plausible improvements in both administration and operation of the lax. 

The policy prescriptions for improving sales lax management are particularly relevant in view of the proposed move 
to introduce a system of value added tax to replace sales tax in the states. 


TAX administration play* a crucial role in 
determining the effectiveness of a tax sys¬ 
tem . Improvements in administrative proce- 
dures and organisation arc important to tax 
payers ax well as administrators. As 
Caxanegra and Bird (1992) say, the subject 
of tax administration is extremely important 
both to those concerned with the key role 
increased tax yield cart play in restoring 
macro economic balance and to those con¬ 
cerned with tax policy and its effects on the 
economy in general. 

Failure to properly administer the tax 
defeats its purpose and threatens the canon 
of equity because full payment is then made 
only by those whose elasticity of conscience 
is such that they cannot do otherwise ft )stcr 
1957- 157) It may further increase the 
evasion of tax because (he large amount of 
evasion breaks the morale of the honest tax 
payers. Also, apoorqualily tax management 
may collect large proportions from easy-to- 
tax sectors JCasanegra and B ird 1992J there - 
by further creating intersectoral inequity in 
the incidence of the tax 

In view of the important role of tax 
management in achieving the objectives o( 
the given tax policy, this paper analyses ihe 
features of sales tax management in India 
and suggests possible improvements in it. 
Section I presents the organisation for tax 
administration. Section II analyses the op¬ 
eration of the tax including management 
information system (MIS), In analysing all 
these aspects it takes note of the past trends. 
The final section makes suggestions for 
plausible improvements in both administra¬ 
tion and operation of the tax. 

1 

OrfMiteatfoa for Tax Adataktrattoo 

Sates tax administration in the Indian States 
could be analysed under four heads, viz. 
(i) Headquarters organisation, (ii) Admin 
lucrative organisation; (iti) Enforcement 
nrgwiixatoe; and (iv) Appellate organisation 

Headquarters Organisation: 

Hie organisational leadership of the 
Department is provided by the officers of 


the Indian Administrative Service (IASj 
H owever, in some states, where the tax yield 
is growing but has not made any significant 
mark, this leadership is not really forthcom¬ 
ing from the IAS cadre. The commissioner, 
who is a I AS. heads the department with no 
poor wiarking experience of that organisation, 
lakes time to get to know iu working to be 
able to provide guidance for policy formu 
larion Thus. (he tenure of the commissioner 
is important for efficient functioning of the 
department However, a study of the tenure 
of the commissioners in many of the state* 
reveals that the post is generally a transition 
for the incumbent m the IAS cadre. The 
posting in the sales tax department is tan¬ 
tamount to a xtopgap arrangement. In some 
c ascs. it has-been observed that the commis¬ 
sioner of the state lasts for a few months 
only. Under these cttvumsiances, the depart¬ 
ment functions without any effective lead¬ 
ership This isde tnmcnlal to its pertnrmancc 
and efficiency. It isobvious that this practice 
needs to be changed. either by assigning the 
commissioner a minimum tenure in the 
department or by appointing a commissioner 
from the finance services tn the state 

The administration at the headquarters i* 
under the direct supervision of the commi* 
sinner. The commissioner is designated a> 
commissioner of sales ux m Jammu and 
Kashmir, Gujarat, Maharashtra, and Delhi, 
as excise and taxation commissioner tn 
Punjab. Haryana and Manipur; as commis¬ 
sioner of trade tax in Uttar Pradesh and as 
commissioner of commercial taxes (CCT) 
in other states. Notwithstanding (he varia¬ 
tion in the designation and nomenclature of 
the department, bis functions and purposes 
m all die st alec we identical, except in Punjab. 
Haryana and Manipur where the work re¬ 
lating to state excise is also entrusted to this 
department. 

Whatever the nomenclature of the depart 
meat, usually in the hierarchy, immediately 
below the CCT there are addttioualoammis 
skater* of commercial taxes ( ACCTl or temut 
deputy commissioner* of commercial tax e» 
(DCCTjor joint comm isstsmen of eommer 
cial taxes (JCCT) These officers work 
directly under 4 k s u p eri nt end ence of the 


commissioner and excruse the power* dele - 
gated to them Normally, one of these 
ACCTs works as in charge of legal section, 
the other is given the charge of enforcement 
or vigilance. The additional/joint/deputy 
commissioner is responsible for the work 
related to vigilance and tax evasion; and the 
joint commissioner is inch urge of appellate 
and statistical work 

Next in tine to addl/joim/dcpuiy commis¬ 
sioners is the assistant commissioner (ACj 
Where the organisational structure u strong 
enough, the JCCT looks after the major 
sections of the department ai the headquar¬ 
ters and the DCCT/AC assists the JCCT. In 
such cases AC is looking after the area/ 
range/rone in which the stale is divided for 
administrative purpose* 

Administrative Organisation 

The administrative organisation of the 
department follow* a twn-uer system the 
fust ts the division and the second ts referred 
as circle, which u the ultimate unit fur the 
administration 

The division i* headed by joint commis¬ 
sioner (Adml The du tribune* of adminis¬ 
trative work by division* is mainly on 
territorial ba*w. Normally, (here are 10 ic 
15 divisions in larger slates and toor to five 
divisions m smaller stale* The third-tic; 
known as circle, comprises a district How 
ever, the formation of a circle it mainly or 
the basis of the overall workload If the wort 
in a district is not sufficient to form a circle 
two districts could be, joined together u 
form the jurisdiction of a circle Similarly 
more circlet could he carved out of a distnc 

when the workload justifies*! There main 
cases of formation of subcircles within 
circle. This, of course, depends upon 4 m 
workload in a particular circle 
The circle is generally headed by an AC 
At die rack level the axaessmeot work : 
done by the AC and (he commercial «u 
officer <CTl)) who t* smskd by the ad* 
tonal CTV! as well as the assistant CTC 
Commercial tax inspector <CTT) represent 
the lowest level of die bassc adpuanWraOrv- 
cadre of (he department The CT! assists th 
assessing authorities tn ix'Oductmg marks 


Economic and Political Weekly Mitch 4, 1995 


44 



surveys, verifying the boot fid* of the dealer*, 
sending requisition for registration and 
looking into irregularities. Its role i* crucial 
in administration of the tax at the grass roots 
level. In some of the states this designation 
has been abolished and the lowest level is 
that of ACTO in junior grade called 
ACTO-II. In these states, these ACTOs 
perform the field duties. 

Enforcement Organisation: 

The enforcement work is undertaken at 
the divisional level. In the organisational 
structure of the enforcement wing the AC 
is in overall charge of the enforcement work 
at the field level. However, at the head¬ 
quarters level he has to report to the DCCT 
or to the CCT. The work of the enforcement 
personnel at the field level involves surveys 
and investigation of places of business, 
seizure of books of accounts, and reporting 
on malpractice. In order to perform these 
tasks, this wing collects information from 
various sources such as railway station, 
transport organisation and octroi post. 

Inmost of the states checkposts have been 
established by the department for the en¬ 
forcement of the tax. The rationale for 
establishing checkpost lies in the need for 
monitoring the flow of goods into the state 
through the main arteries of inter-state trade. 
The checkposts record the flow of goods and 
keep the relevant circles informed about the 
import of taxable goods by dealers in their 
jurisdiction. They are located either at the 
borders of the state (termed as border 
checkposts) or in the vicinity of the impor¬ 
tant towns within the states (known as in¬ 
ternal checkposts). The former could be 
termed as border checkposts and the latter 
as internal checkposts. 

Appellate Organisation: 

Because of the possibility of abuse of 
discretionary powers by the assessing au¬ 
thorities and of errors in the interpretation 
of law, the tax administration provides for 
tbc right to appeal, revision and reference. 
In most of the stales there arc three-tiers of 
appellate organisation. Tbc initial appeal is 
made to tbc DCCT (appeal), who works as 
the first appellate authority. The work is 
territorially distributed. The DCCT works 
under the superintendence of the JCCT 
(appeals). A revision petition against the 
order of the DCCT can be filed before the 
JCCT(appeals). The second revision against 
the findings of the JCCT (appeals) is filed 
before the commercial taxes tribunal. In 
many of the irflallcr states this appeal is 
made to the revenue boavl. The tribunal or 
the revenue board consists of members from 
different walks of life. Normally they are 
drawn from the judiciary, accounts and 
taxation services. 

Besides these regular channels of appeals, 
the CCT exercises tuo motu power* of 


revision either on his own or on the basis 
of the petition filed before him. In cases 
involving points of law, reference can be 
made to the high court. The judg ment of the 
commercial taxes tribunal/revenue board is 
final 

n 

Operation of the Tax 

The basic procedure of tax administration 
and enforcement is determined by the struc¬ 
ture of the tax. The existing structure being 
predominantly a tax on the first-sale in the 
state, the first seller (importer or manufac¬ 
turer) pays the tax. All subsequent sales of 
a commodity (known as tax-paid goods) are 
exempt. Hence, enforcement of the tax entails 
two important tasks: (i) ensuring that the 
• first seller pays the tax, and (ii) verifying 
that the following dealers have documentary' 
evidence to prove that the goods are already 
"tax-paid”. In contrast, the last-point levy 
which is in vogue in some of the states, is 
collected at the time of sale by the last 
registered dealer to a non-registered entity, 
that is. the collection of tax is deferred until 
the last stage. Accordingly, the task of 
checking relates to (i) ensuring that the last 
dealer pays the tax, and (ii) verifying that 
the sales have been made to a bona fide 
registered dealer. 

The tax department employs two devices 
to carry out these tasks. First, all manufac¬ 
turers without exception are required to be 
registered. This ensures that goods manu¬ 
factured within the state could be captured 
at the first point. 1 Secondly, a road permit 
is used to import goods into the state. 1 The 
road permit is sent by the importing dealer 
to his counterpart in another state prior to 
the import of goods. The trucks bringing 
goods into the state are expected to cany 
back these permits for scrutiny and verifi¬ 
cation at the checkposts. One copy of the 
road permit is then sent by the checkpost 
to the concerned assessing officer. In prin¬ 
ciple, this system should ensure that all the 
major imports would be accounted for and 
bcncc tax is paid on them.’ 

To ensure that the earlier dealers in the 
last-point tax and the subsequent deakn in 
the first-point tax are not selling commod¬ 
ities which are not “tax-paid", the procedure 
requires issue of declaration forms. In the 
case of the fust-point tax. thoseUing dealer 
issues declaration forms which testify that 
the tax ha* been previously paid on the 
goods sold. Tbote goods in respect of whose 
purchases, declaration forms are produced, 
are deemed to have already suffered tajymd 
the concerned purchasers need not collect 
and pay tax on them. Likewise, in the case 
of the last-point tax, the purchasing dealer 
issues a declaration form stating that he is 
buying the goods for resale. The difference 
between the procedures of the fint-point tax 
and that of the last-point tax is that whereas 


intheformcrcaaethedeclarahCMiforaiuare 
to be checked against purchases, in tbe lattar 
case, the declaratkmsare to be verified against 
sales to a particular dealer. In addition, the 
verification of the road permits against the 
return* of different dealers need* to be done 
meticulously. 

Trends in Registration of Dealers: 

The registered dealer is the cornerstone 
of sales tax administration. The total number 
of such dealers in India is estimated at three 
million. 4 This includes approximately one- 
third of the deakn who are registered under 
the central sales tax. 4 The number of reg¬ 
istered dealers has increased by about one 
million during the last one decade. The 
distribution of these dealers is uneven among 
states. Five states, viz. Andhra Pradesh. 
Gujarat, Maharashtra, Tamil Nadu and Uttar 
Pradesh account for more than half of the 
registered dealers. The other states which 
have about one-third of the dealers include. 
Karnataka. Kerala, Madhya Pradesh. Punjab. 
Rajasthan and West Bengal. The remaining 
13 stales together account for only one-six tb 
of the total registered dealers. The variation 
in number is explained by (i) the level of 
economic development, (ii) variations in the 
composition of trade and industrial structure 
and (iii) divergence in the exemption limit 
prescribed by different states. 

Exemption Limit: 

Different states prescribe varying turn¬ 
over limits for registration of dealers. This 
limit, known as the exemption limit (or the 
taxable quantum), shows that most of the 
stales kept this at a very low kvcl in 70s. 
Gradually, tbc levels were raised according 
to increases in prices and incomes which kd 
to higher turnover*. However, in some of 
the states the exemption limit continues to 
be extremely low. For example. Andhra 
Pradesh has no exemption limit. Manipur 
has an exemption limit of Rs $.000 and 
Assam of R* 20.000 

An overview of the composition of reg¬ 
istered dealers and payment of tax by them 
reveals that a large number of small dealers 
pay a very small proportion of total revenue 
to the government. Most of the revenue is 
collected from a small fraction of total dealers 
falling in the higher turnover groups. Tbc 
estimated average of all-states shows that 
62.27 per cent of the revenue is eolketed 
from the dealers having gross turnover of 
over Rs 5 million. These dealers are just 2.1 
per cent of tbe total registered dealers in the 
country. On tbe contrary, and more impor¬ 
tantly, tbe dealers falling in the grow turn¬ 
over category below Rs 50,000 are very 
large in number (68.4 jkr cent of the total) 
but pay a negligible amount of tax (6.5 per 
cent). Because rtf their riieer number, depart¬ 
mental work is disproportionately large in 
relation to their inconsequential contnbu- 
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Tkai to the exchequer. Thin (anumount to 
frittering away precious manpower in an 
expensive exercise. In the interest of effi¬ 
ciency in administering the tax, it ia there¬ 
fore, important that the present exemption 
limit is raised to a higher level of Rs 1 lakh. 

However, the treatment of the manufac¬ 
turers and importers has to be different. 
Whether the tax be the first or the last-point, 
the transactions can be traced to their origin 
either through the manufacturer or through 
the importer. If the department could verify 
the sales and purchases through these deal¬ 
ers, evasion of tax could be avoided withoul 
any problem. Consequently, most of the 
stales require these categories to be regis 
tered at a very lowexem prion level oi with< iut 
regard to any turnover level. This practice 
needs to be continued irrespective of its 
effect on the number of dealers under the 
tax net. 

Registration Procedures: 

As the number ol registered dealers' is 
crucial to an efficient tux administration, the 
procedure ol registration is critical to the 
efficient tax enforcement The existing pro¬ 
cedure for registration requires the dealers 
to submit an application in a prescribed form 
(containing details alxout the business o! the 
dealer) It' the sales lax officer concerned 
The officer m turn verifies the identity of 
the dealer, his source of a hveliho>>d hefore 
commencement of the business In. finan 
ciul position amt his local anti permanent 
address In other words the officer con¬ 
cerned Is required to establish (he bona tide 
ol the dealer However. U is noticed ihai in 
most slates (he registration cerfiticale is 
issued without pro|>er verification Hence, 
the existing registration proceduie. however 
transparent, isnoteonduc ive to efficient tax 
cntorvcinent Lack of careful vet iftcat tons'! 
the bona fide ol the applicant dealer allows 
fictitious dealers to crop up * 

PiixessirtK of Returns and Vaxmcnt (V Tax. 

Reg interest dcalc is in general are required 
lo submit quarterly returns and pay admitted 
tax on a quarter ly lusis al> mg with the re turns 
Many of the states require that the dcalct 
having a tax liability ol Rs 2.‘'•Ml |>ci month 
or more should pay lax on a monthly basts 
along with a monthly return The pros edurr 
lor payment of lax requires tilling in "t the 
challan-form in quadnipluate When (he 
challut is submitted to the treasury-, the third 
ainl lourth i op icvduly endorsed for payment 
are returned to the dcalct The "original 
copy is sent to the respective assessing 
authority while (he duplicate copy is re 
rained by the treasury The dealci submits 
the copy marked ‘quadruplicate' along with 
the return to tbc assessing authority The 
rotum form at present in most slates runs 
into a few pages, in addition, in many of 
the states the dealers are required to append 


information on transactions of purchases 

and sales. 

Assessments and Number of Authorities: 

Assessment procedure commences alter 
the receipt of all the returns. If the return 
is found correct, (he assessing authority may 
accept it without calling for the dealer but 
if the return filed is not found proper, a 
notice is issued to the dealer to be present 
before the assessing authority tocxpUm the 
disputable aspects. In practice, almost every 
dealer is called by the assessing authority. 
The assessing authority may adopt the best 
judgment assessment' after issuing the re¬ 
quired notice, if the asscssce docs not com 
ply with the requirements. 

The trend in assessments shows that the 
number of assessments has been incieasing 
over tile years While the trend in asses, 
rnents among different slates indicate a 
growth rate in the range of 1T per cent (in 
Karnataka) to 9 01 per cent fin Andhra 
Pradesh), the minority of the states leave 
growth rates varying between three and five 
per cent. 

The number ot assessments is directly 
related to the ntlinbel of registered dealer' 
and, as is evident from Ihe prev ailing (rend 
that (he increase in the nun,her of assess 
ments over the years has not been sou,me n 
surale with the increase in the number ,-l 
registrations Owing to the backlog in as 
sessmenl' there has been an increase m the 
arrears ol assessments over tnc years The 
cumulative died of the pending asses, 
ments has been startling Whereas ihc 
pendency ol assessments »s percentage of 
numlx-r ol legislate! dealer' is as low a. 
' to 6 per cent in Andhra Pradesh it n as 
high a> 90 in yS pci cent tn West Bengal. 
In lad. in most ol ihc stales, ii i. between 
Ml and Sll per tent 

Trends in Appeals 

Tile trend of appeals instituted o\et a 
period of time sin >w ' wide variation, am- me 
the stales Thus, the proportion of nunitx-i 
ol appeals l<> the numlicr of as.-c-smini' 
varies among states Whereas tht. ptopor 
lion ranges betw een I and b net a m in niosi 
ot the sialc.s. in a lew slates tins pro(«ortlon 
shoots uni high |2S U' Ml per centi 

The (tend in the institution ol appeals 
relicc.lson the quality ot asscssnicnt as well 
as on the administrative procedures The 

obvious inference i> that the l.-irget the 
pioportionol appeals instituted Ic'tlie num 
bet ol »sse*smcnts. the worst is (he quality 
ol assessments or the administrative procc 
dure Some of the defects generally found 
arc (atlhc penalties by the asse ssmg author 
itics in many c ases are more than warranted. 
<b> the best-judgment assessment' tn most 
eases rs not acceptable inasmuch as the 
deductions are not allowed for. jet the *' 
sensing authorities at times commit proce¬ 


dural mistakes, and (d) the fee for appeal 
is quite meagre. It is. therefore, important 
to examine the causes ot appeals and their 
remedies 

Arrears in Sales Tar Collet turn 

Arrears, >f sales lax have been n sing steep 
ly over tune in many ,,f the 'ate. The map* 
part ot the arrears relate . to the general salt, 
lax KiST; Antars at the hegw,mng ot the 
ycai, as percenlage >-f the toial salts tax 
collection amounted to approximately S tr 
10 per cent id many of the slates Another 
aspect of the arrears relate - to the period for 
which they have been outstanding It, many 
of lt»e r laic s, one fourth of the arrear s relate 
to die earlier years 

I’ndcr the cxi'ling pnxedure- ale. lax 
arrears arc I-Ik- recovered a- arrear- •! tan! 
revenue However in many -.•flhc .’ale. ’he 
M(ualion has heen rtiodilKd Trie comma 
cial lax departinetiis have been entrusted 
with the w,«k of recovery These <kparl 
ments have consequently appointed .s)e 
tax recovery officer- and U.c cxpc-nau.cc of 
these departn.cr.t- have proved enovirag- 
Ulg 

( us! 'it ( .illfi Hon 

The cost of .ales !ax admm.sUaljon <s 
cnida! to the efficiency • -! the department 
H ow c v tr. t he c sum ate.. -f c - t,, .dice u, in' 
ot sales lax. -m"* rhji m many ■ f tnc states 
the ,ost \ itie. between i add b per d-nt , f 
c»le (axrevcn'it Hi> he: c.o! of collection 
in sortie of (he slate*. !.kc Maharashtra, is 
due !, th. sirc-ngthetiiio' ol the .ti.O-cva-K'n 
m dv itics, me department *u;- tit stales like 
Nagaland it is owing to the administration 
being at the initial stages ol development 

111 

Reform in Saltv Tux Management 

lire aiifliy.i. of ,.r. .loatrevi, and :bc 
operation of >a. ■ tax jux scmert above vug 
gests that broadly speaking the sales fax 
dep irtmi m as jriv other tax ik parlrrcnt. 
[xrtorni' two type* ol a.tonic, wt the 
tutictional and the insiiluiioriai Whiic the 
l>Truer is perb-rmed i>, fulfil the purposes 
■or which the department exos the Utter 
icier to the t\)n . f tnliv itse. the department 
must concern itscl) witi, m "Uvic r to enable 
it lo serve as a department tn tact, (he 
inslltliuonai activities tclitc to the pattCR! 
id internal .Tgiini'jtion that .an Jucvtlx 
ciHilributc to sue eg ss m die exet iiUon ot the 
primary ,t the fur*it<vna! activities ot the 
department A jMopct and effective pert.* 
maitce i-t these activities o therefore, c ixr 
oa! ii' an dlic ic-q working ,>{ the orga 
luxation W ith a vk w io performing both 
these .icto -.ticsctlicK nt!\ ii is important (o 
carry -Hit mtiu reformsmrhf admin.,.! rati vt 
,'eganisaliixti as well as ..jxTjttevn of the- tax 
In this sex ti,m. tbcrrbux wt steal) ptx sent 
such rrtorms 
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Registration of Dealers: 

With a view to checking ifae entrance of 
rogtis dealers, it is essential tbat the depart- 
nent undertake* a proper scrutiny of the 
leal on prior to their registration and only 
genuine dealers are able to procure the 
•egistration certificate. In this regard the 
Procedure followed in the past by West 
engal js worth emulating. In this state, a 
special circle of the enforcement wing was 
nested to cany out verification of the bona 
ideof the applicant dealer. This verification 
va s in addition to the usual check by the 
iff ice of the assessing authority. The reg¬ 
istration certificate was issued to the dealer 
inly when both the agencies, namely, the 
ifficc of the assessing authority and that the 
ipecial circle of the enforcement wing rc- 
;omtneiidcd it. Such arrangements are 
mportont tocheckthe entry of bogus dealers 
nto the stream of registered dealers. 

Another procedural reform in the issue of 
. registration certificate relates to making 
ure that the dealer is certainly a bona fide 
>ne. For this purpose il is useful to ask the 
.pplicant dealer to produce a security bond 
s well as (wo good references. The bond 
■ould be ol an amount of Rs SO.(XM) in die 
:axc of an individual proprietor and Kx 
.(X).(WO in the case of a partnership firm 
»r a company. After the dealer establishes 
lis hona fide to the satisfaction of the 
lepartmcnt, the condition of the bond may 
k waived. 

imooth Processing of Returns ami 
‘ftyment of Tax: 

While recognising the fact (hat (he te 
juirements of monthly/quartcrly advance 
vaymenls arc designed to ensure an even 
low of resources into the treasuries through 
nit the year, il cannot be ignored (hai these 
wovtsions do cause difficulties to the deal 
-.rs. With a view to minimising hardship, the 
('Mowing procedural reforms could be at- 
;mpted: First, the monthly return and pay- 
nent of advance taxes should be required 
or only those dealers whose lax liability- per 
nonth exceeds Rs 5,(X)0 Secondly, the 
ni mthly return should be a si mplc si alcmenl 
ontaimng the registration number «( the 
lealcr. his name and address and the amount 
if tax paid Finally, a combined relum-c um - 
hallan form should be adopted in place ot 
he existing separate quarterly return form 
ml challan m quadruplicate.’ All that the 
cssesscc has to do is to take the combined 
ortn to the treasury, make the payment, and 
vbtain the return and one copy of the challan 
luly endcKxcd.'* He can keep one copy of 
he challan himself and submit the receipted 
etum farm to the assessing authority." 

The procedure outlined above is much 
umpbr than what the asses see is called upon 
o do now in many of the states. To further 
implify matters, the proposed quarterly 


return-cum - chall an should provide for elic¬ 
iting from the dealer information only on 
the value of total purchases, gross turnover, 
exemptions, net turnover and tax paid. 12 

Prompt and Proper Assessment: 

The increasing arrears in assessment over 
the years and normal delays in assessment 
are a function of the number of assessing 
authorities and the involved procedures for 
assessments. As regards the number ol 
assessing authorities, the increase has not 
been commensurate with the growth in the 
number of registered dealers. Accordingly, 
the number of registered dealeis per asses 
sing authority lias Ixxn increasing over the 
years. 

As regards procedure of assessment, there 
arc two important lacunae First, in many 
of the states, there is no legal binding on 
the department to complete the assessment 
of a dealer within a specified period. Thus 
theoretically, an assessment could be post 
poned lor any number of years. Such a slate 
ol .ifI airs requires the dealers to preserve 
accounting records pertaining to several 
years II is. therefore, necessary tiial there 
should he legal binding on the department 
to as-sc.-s dealers vctthin a specified pcrn-l 
Some stales provide lor such a limit ->l four 
to six ycais Thjs is a very iopg period from 
the point ol b< >lh (he dealers and the admin 
istration I ike theexistmg provisions under 
the income lax laws this limit must be 
reduced to two years only Sc*.* unity the 
present practice of assessment |s to call all 
the dealers liable lc» pay tax to die sales tax 
office They arc asked to bring tiicir hook- 
of accounts and all other necc-wry J.su- 
incnts On submission ot at! the l-i*>k* t-l 
acc ounts die assessing authority vcrit ic-»the 
accounts and the other relevant documents 
It i* however, important to recognt-e that 
such verification and checking of the doc 
uments cannot be justifiably done tor every 
dealci II is essential It- adopt different 
im-ccdotcx with regard to small and latte 
dealers In this context, dealers with turn 
over ol Rs 2.00.(XfU may lie lonsidervd as 
small dealers (Government of India ItitiO] 
and a scheme lor self-assessment be [-fa¬ 
nned ill these -asc- ** In fact. some --t the 
states have already g-uic in lor this type ol 
sc heme hut slan-Urdisalionol -uch a -- heme 
would be useful |Chelhxh anJ i\in'hn 
mij •* 

While adopting the scheme of scl I • assess - 
ment. it is unportant h» discourage attempts 
of tbc dealers to indulge in evasion of tax 
Hus could he done by insulting in their 
minds awareness of the possibility of a 
random check by the assessing authorities 
For this purpose, there should be at percent 
sample check of the accounts- of the small 
dealers every year Dealers (ailing m the 
sample category should he called to the 
office of the assessing authority and (hew 


accounts are checked as thoroughly as those 
ol the big dealers It must be stressed that 
to minimise harassment and victimisation, 
samples should be chosen bv the commit 
sinner or Ins representative 

As regards large dealers t he-rr-recount* o> 
sales and purchases have »■> In- checked 
th< iroughly Alldo«.urneiits -uc has pure have 
vouchers, cash memos ileclatation tomis 
and perniit- tr.uct be verified For verifying 
the account* as well j- document - die a- 
sessing authority has to work expeditiously 
However, it is b-und that the work relating 
to verification *>/ document - ■ especially the 
declaration hams claiming cxerrsptnatfn si. 
tax and the document- teccisctl torn trie 
chcckposts* is done only curswilv 

Fx['enc’iicc‘ shows that then art rhlcc 
tactors icspon-iUti t.-j such- mi-■-- r. -heck 
mg First the nurrdicr **! i-eomt 1 ujtljor 
itics assigned to -ompleic the t».k ■ ■ 
small Thi-lvcort'-b. it alcdlro*!. 'be fact that 
in most -.1 ntc* 'tS per cent • ‘ ir.e revenue 
ihcoiicctedfroir*.?Jm*ttesltax 'scv-’ndly the 
assessing auihori'ic- in m- —i -talt- art 
eiltier fn-m (be Finance Viv.c. **r State 
Administration Serv.-e- 1- ■jr-.v -tile- 
there ,sdifc-ctre--ruiireie-i.il. Not- 

w ithsi.itulmg the Jtffercr.' rr u>)~ 

l**wed in the -'ares n>)( ..' the i--.i--.inj: 
authorities are th --cwb, i.a-.cristrjthrotigh 
promt •ti-m Ir-tr. the i tank- Thu- the 
amount ..f training t-i-ct! to these ->!ti-er- 
leave- much t - K- •!-.sire-i And thirdly 
there is ns- h'l-n-ri *-t v-ts >r. relation to 
admini-trati»-r.an ! I'-e-oM.-i'. ti i-lclntoat 
the a--c--me auth- rus- - *u tv-ren-ilK pn 
• siupicd v-:th the jdtn.n.-ttativ- work re 
lat.ng t*- icfistf.st| -n tr atke' -urvery • in 
-I've and j-»u;r.j. ‘i!ccrti!i».ites --r other 
d--sUtV.Ct.i- Hence tfiCV a’- Vf\ let! with 
enough tirric t.-.j* • tusji, ;sti - the .csscc-nKTit 
vs • >:k 

Tlie genual expeltenge t w-ek.r.g •*! 
s.iles t-i\ aiith-aitK- in India suggests that 
the silrs tax tdmtni-lr.it:-*n need- to adopt 
a new - tiatcgs t--r a—es-'.ncnt Apart fi-««r. 
a -ample shctk ot 1 per -ent the small 
ica^r- thcas-c-smcntot vc ryl at ge dealers 
having turnover of Rs ' million and jbnc 
should be entrusted to qualified chartered 
acc.-untanL- This would n*ein hiring ot each 
petw-nne! by the department The** dc-pSrt 
mentally hired accountant,- would not he 
lew qualified thsn th*-se who prep***" tbc 
accounts of the large companies. Hence, 
there would fie greater shame ol proper 
checking of acs*noit> tfian whatcxj-Ls t.sday 

M**rc unpsirtanth. asseesmept *-t all the 
dealers (liable l»> he assessedi must be 
completedcvervyear Asthecv*si.m.-Itav 
u caused due ti- delay tn assessment il i» 
essential (hit the assessment *>< the dealers 
is attempted m the year ol filing the re mm 
This would check the 'bogus dealers gel 
tmg into the system an-t would viowfv throw 
them out *-l the svstern 
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AC<" gurii.tirif; uifvn ririrni 

Tax evasion is indicative of lacunae in the 
admihistration of sales tax in India. It is felt 
that widespread 1 * evasion results in serious 
consequences for the tax system of the 
country. Apart from the fact that the tax yield 
becomes smaller and uncertain, the principle 
of equity in the tax system is also frustrated. 
Serious tax discrimination is introduced 
among enleipriscs taking part in the same 
competitive process. This affects the elas¬ 
ticity of conscience of the honest tax payers 
and ultimately increases tax evasion. Con¬ 
sequently. the effective rate of tax is reduced 
considerably anJ the nominal rales ol tax 
are cslahlishcd at a much higher level. Tins 
further increases the unfairness in luxation, 
to the disadvantage of the tax pavei* who 
are either honest or unable to evade tax and, 
therefore, pay lull tax. 

The most important reform for checking 
evasion ot tax is to strengthen the existing 
cnUMccmeM organisation. An organisational 
problem concerning this wing relates to police 
assistance. This is important in cases of 
search and seizure, attempting prosecution, 
and in the sm.roth working of the roving 
squads. As the existing enforcement wing 
does not have any assistance from the police 
within the department, it has to Jepend upon 
the police personnel who are neither prop¬ 
erly trained in lax matters, nor take the tax 
matters in the same spirit as the stall’of the 
enforcement wing does. In this regard the 
experience ot the West Bengal government 
is worth emulating where the bureau of 
investigation has K-cn provided with a police 
wmg headed by a deputy inspector general 
of police (DIG). The police personnel help 
the bureau officials as and when required 
and conduct the prosecution cases under 
Indian Penal Code (IPC i and/or IPC/CrPC. 
as referred to them by the bureau ol inves¬ 
tigation l " Keeping in view the experience 
of West Bengal, it is important that the 
enforcement wing should be reorganised in 
all the states to have an adjunctive police 
wing. The police wing should be headed by 
a man of the rank of DIG But the work of 
the wmg should be under the control ol the 
CCT All the police personnel deputed to 
the wing and working under the DIG should 
be specially trained to take up tax matters 
before they are sent to the eutorcement wmg 
They should, however, continue to be in the 
police department for the purpose ol their 
service career. This would strengthen the 
enforcement work 

Strengthening of Border Chei *po\ts: 

Another reform in administrative orga¬ 
nisation is related to border checkposts 
Although these checkposts play an impor- 
lant role, the mannerof their working leaves 
much n. be desired Fpst. operational facil¬ 
ities (,uch as weigh bridges, godowns, 
loadmen telephone and even requisite fur¬ 


niture) are conspicuous by their absence *f 
most of the checkposts. Secondly, no faci¬ 
lities are available either for the officers 
working at the checkposts or for their fam¬ 
ilies. And finally, the checkposts are not 
even housed properly; many of them are 
functioning in thatched sheds. 11 Owing to 
such working arrangements the checkposts 
do not perform their jobs efficaciously. In 
fact, in most of the cases, hardly 5 per cent 
of the vehicles are checked and these too 
only cursorily A visit to the checkposts 
presents a thoroughly disgusting scene; the 
vehicles are parked in a haphazard way, 
mostly blocking the vehicular flow and that 
toil far away from the checkposts. The 
documcntsof the goods arc submitted by the 
cleaner or other attendants These docu¬ 
ments are accepted without any verification. 
It would be a Herculean task to check all 
the vehicles, yet the present manner of 
checking is so cursory that it docs not seem 
to serve any useful purpose. 

In practice, it has been found that the 
system docs not work as effectively .is it is 
intended to. For one thing, the documents 
received from the checkposts being very 
large in number, the enforcement wing finds 
it virtually impossible logel even t)icina|orily 
ot thetransactionscross checked..Secondly, 
the documents arc not despatched promptly 
by the checkposts In many cases it is found 
that at any particular time a substantial 
volume of documents is awaiting despatch 
for a long tune for want of postage stamps. 
Such delays tend to defeat the very purpose 
ol collection of information through 
checkposts. 1 ' Finally, it is learnt from 
various states that at the time of assess¬ 
ment the documents received from the 
checkposts are mil used effectively lor cross¬ 
checking the returns because they are too 
voluminous *’ 

In order to eliminate the above deficien¬ 
cies, it is important that the checkposts he 
property stalfed. hash checkpost should he 
in the charge ot an officer of the rank of a 
CTO. Important checkposts should be 
manned by senior officers of the rank of AC 
supported by CTOs and ACTOs. In addi 
lion, eachchec kpo.st should have sufficient 
supporting staff of loadmen, as well as 
policemen Other facilities such as residen 
tial quarters, godowns. weigh bridges and 
public telephone booths are crucial to the 
proper maintenance of the checkposts l ° 
Finally, proper arrangements of the person¬ 
nel should tie done to enable the chcckpost 
officials to send requisite infiintuition to the 
computer centre without any delay ^Hm i* 
crucial to the management information 
system for the tax administration 

Abolition of Internal Checkposts : 

Although the importance of checkposts is 
to monitor the flow of goods into the slate, 
the sales tax department*, in their zeal to 


check eva* km oftax.have created checkport 
not only at the state borders but have sur¬ 
rounded a large number of towns with their 
virtual ring through checkposts. Such posts, 
normally known as internal checkposts. 
cannot he said to serve the purpose of 
monitoring the flow of goods into the state. 
They interfere with the flow of trade and 
traffic within a state and cause harassment 
to a large body of dealers, the majority of 
whom are not liable to pay tax.Thecxistencc 
of such checkposts does not contribute signi¬ 
ficantly to the checking of tax evasion. On 
the contrary, larger the numberof checkposts. 
more is the waste arising from the stoppage 
of traffic. F.ven aconserv alive estimate shows 
that the money value of the toss of time 
suffered by the transporters due to checkposts 
are tremendous |Purohit 19R6b|. However, 
the monetary loss of time suffered by the 
transporters due to the extemul checkposts 
is much less as compared to the loss caused 
by the internal checkposts 

It hardly needs pointing out that the 
operation of a large number of checkposts 
in a fedciation interferes with the tree 
movement ol goods within a country More 
so. the existence of a larger numherof internal 
checkposts within the slate causes harass¬ 
ment to the business community In fact, the 
administrators as well as the policy-makers 
generally agree that the checkposts die a 
source of corruption. Hence, it is a sound 
policy to keep their numlicr clown to the 
minimum And. h> begin wiili. all the inter 
nul checkposts must be abolished 

Ri orfianistnx the Appellate Wing 

The appellate organisation ol the depart¬ 
ment is generally tinder the supervision of 
the CCT. In most of tire states the first appeal 
is beard by the IX'C'T or the ICC'T How¬ 
ever. it has licen found that this person is 
concurrently having jurisdiction over the 
administration as well. In other words, the 
appellate work at this level is in effee I under 
the supervision ol the CCT. This, m prin¬ 
ciple. is objectionable. Any agency which 
is under the direct c< mtrolol ilicCCT should 
not be vested with jurisdiction to hear ap 
peals from the orders of the assessing autho 
nties such as CTO Justice should not only 
be done, but should also appear to be done 
and inspire conlidencc in the persons con 
cemed. Issue of “orders, instructions or 
directions” is not the only form in which 
influence may he brought to bear on the 
judicial mind The public is entitled to assume 
that the appellate authorities feel the pulse, 
am) work according to the wishes of the 
department, and hesitate I re fore taking a 
view which may not be palatable to the 
department [Government of India I960] It 
is, therefore, necessary that the appellate 
authority [ie, the DCCT (appeals) or the 
JCCT (appeals)] should not be kept under 
the superintendence of the CCT. In this 
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«... _...—^_. ^ 4^T*rtl*oa Emptily rtatfctfcka. It is proposed that this person 

could be taken oa deputation from (he 
Directorate at Bnoaaki and Stuiitjcn in 
the date concerned 

Thirdly, it i« important to make tome 
change* in the iy item of documentation Bor 
example, an interaction between the unit 
office where a quarterly return is aubmitted 
and the computer centre where data could 
be called from the return ii necessary. For 
this purpose. a re vised quarterly return should 
be introduced. A c o mprehensive annual 
return should be introduced to enable the 
department to obtain the requisite informa¬ 
tion. 


I l953-34{Qovcnmeoio/ India 
1955) be constituted. The Tribtmel should 
cetuiM of senior persons having judicial, 
accountancy and business experience. These 
changes may ultimately reduce the number 
of revision petitions by inapeihg confidence 
in the minds of the public. 

Also, it is seen that in moat states, there 
is no time limit far the exercise of ,»uomotu 
revision 11 by the commissioner. This re¬ 
quires the dealer to maintain books of ac¬ 
counts for an indefinite period of time. In 
the interest of an efficient administration, a 
time limit of two years must be imposed. 13 


Introducing MIS for Sales Tax: 

Apart from the organisational reforms 
suggested above, it is also important to note 
that the commercial tax department has not 
so far built-up a proper information system 
It has been observed (bat data collection in 
most departments is not properly done. At 
the headquarters organisation there is a 
statistical unit called (he research and sta¬ 
tistical wing but it is not properly manned 


Fourthly, cross veri ficatian of documents 
received at the checkpoaU is of utmost 
importance. Some of the states have already 
started a step further in this direction. For 
example, Karnataka prepares statements of 
documents giving receipts or despatches of 
the dealer. There statements are sent to the 
concerned assessing officer in the district. 
However, ii is important that die computer 
be put to further use of cross- verification of 
all these recc ipls and despatches against the 


or manned by untrained personnel. This 
dries not help (he department to have a 
proper information system. For this pur¬ 
pose. it should have an appropriate infor¬ 
mation base tocovcr all major aspects of Ux 
administration. An information base of such 
a dimension is possible with the help of 
management information system (MIS), a 
recent advancement in computer techno¬ 
logy. The MIS is designed to provide 
management with integrated, all encompas¬ 
sing information on the working of the 
total organisation in order to facilitate the 
decision-making process. The MIS has 
interrelated sub-systems and built-in cap¬ 
ability to transfer data between system* The 
result isan output that provides management 
with meaningful data for effective control¬ 
ling and administering of departmental 
policies. 

Although the stales have made a begin¬ 
ning in having an information system it is 
important to reform the system on the tines 
suggested below JPurohit 19ft6a). 

first, it i* essential for building up of the 
MIS that the data collection system and 
related systems of conducting surveys, etc, 
are brought under the control of an authority 
such m the deputy commissioner, research 
and statistics 

Secondly, it is important to have structural 
changes at the headquarters organisation 
elating to the research and statistics wing, 
rhia wing exists in many states but in most 
;aacs it is either unmanned or manned by 
mtraioed personnel. As the information 
yrtetn is becoming increasingly important, 
research and statistics wing must be pm- 
ided for in each state. It should be manned 
y • senior official from the department, and 


records available from the dealer. 

Fifthly, m addition to collecting statistics 
from the returns and the related documents 
received from the chcckpostx. it is important 
tocoilect some information after the assess¬ 
ments have been completed. Tocoilect such 
information a new proforma should be 
devised This should be sent by the unit 
office to the computer centre giving further 
details about the assessment of a dealer as 
and when the assessment is completed 
This should include information about 
assessed gross turnover, assessed taxable 
turnover, assessed tax, the year in which the 
assessment was made, information about 
reopening of the case and any other rele¬ 
vant information about appeals and appeal 
effects. 

Finally, registration of dealers being the 
very foundation of the sales (ax administra¬ 
tion. it is important to consider the dealer 
as the basic unit for analysing tax data. 
Therefore, a Master File should he prepared 
in the computer for each dealer. 

Training and Recruitment. 

Another reform should he in the area of 
training and recruitment af the departmental 
personnel. The officers of the commercial 
tax department are generally drawn from 
State Finance Services La some of the nates 
even this service » not in existence Where 
the recruitment tsdooe through Ihii service, 
the candidates are taken through direct re¬ 
cruitment a* well as promotion; the prupor 
(ton at the two is roughly equal. When a 
fresh recruit to a State Finance Services 
cornea to the d e par t ment , he is taken at the 
level of mi ACTO. Ou passing a departmen¬ 
tal examination conducted by the Board of 


Revenue or any sock authority, the ACTO 
is promoted to the rank at a CTO. 

At no stage of recruitment or promotions, 
these officers arc sent for training for (he 
work they are required to do for the asses* 
men t of the taxes. In some of the states these 
persons do not belong to the tax department 
at all and the position is really pitiable for 
these persons who can go to any department 
within a period of two to three years. It is, 
therefore, of paramount importance that theue 
who are posted to the commercial tax de¬ 
partment are imparled proper training in the 
beginning of their career The »Ute should 
think of having well-trained personnel of 
taxation services in the states By creation 
of such services it is possible to bring out 
a substantial improvement m the adminis¬ 
tration. It is not to suggest that those who 
are taken to the taxation should not be eligible 
to serve in any other department of the 
government from time to time bat in order 
to b a ve a sc icntificaliy managed modem tax 
system, it is necessary to have a distinct 
cadre which can accumulate experience and 
knowledge thiuugh specialisation m the field 
of taxation. 

The training now given to the officers 
directly recruited in the finance service 
system of tbc state is absolutely inadequate 
The course is for mo short a period and there 
is not much of the economics or the accoun¬ 
tancy in the course contents It is important 
that the new recruits earmarked for the 
Taxation Service* be given intensive train¬ 
ing for a penod of nut lets than six months 
The proposed training programme shook! 
cover economics of taxation, systems of 
accounts, financial rules, tax laws and tax 
administration The training should aim to 
enable tbc officer to understand the istnea- 
cics of assessment procedures laid down, 
and legal problems that have eristic* Stefy 
to arise in relation to tbc ux system. 

Advisory Committees: 

finally, it u important tohsve an advisory 
committee at die stale level for p roper 
administration of the ux. Although in most 
of the states xuch committee* do exist, them 
are hot truly functional copuntaota. The . 
committee comprises political represent*- 
trees, legal experts, business and trade rep¬ 
resentatives and the gov e rnm en t officials. 
The committee it headed by the finance 
minister of tbc state. With this structure, the 
sdi-tsiiry'committee fhiwdd have boot a vary 
useful platform for the ifacwhoa of the 
problems related to bosh the a t r e ctnr e and 
the operation of sales tax in the state The 
effectiveness of (he committee has. howev¬ 
er. bbe* weakeaed by Btelict Si Ihe re- 
cotMModatams of the advisory o-mmitere 
are forwarded to the government wnhewt 
any empirical s up port, kaoc the g o vern- 
mem have rarefy acted on any of dte rs- 
cowwndnkm of the advtenry t nmmitaw 
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under the ap pr eh ension of Joeing revenue, 
tbe importance of the committee has slowly 
come down. With • view to strengthening 
these committees, it is recommended that tbe 
advisory committee should send the recom¬ 
mendations after empirically getting it test¬ 
ed through the research wing of the depart¬ 
ment. 


Conclusion 

The above analysis of the organisation for 
sales tax administration and of the operation 
of tax indicates that due attention has so far 
not been given to the crucial rede played by 
these managerial aspects. OVer the years 
there is an increasing realisation that in 
practice the administration is the law. 
Whatever rationale the structure of the tax 
may be. its real impact would depend upon 
how it is implemented. In view of the given 
sales tax management in the country, a 
thorough reorganisation of the administra¬ 
tive organisation as well as the operations 
for tbe sales tax in the country on the lines 
discussed above would not only help the 
sales tax department to comply with its 
functional activities but will enable it to 
fulfil its institutional functions. I) is high 
time that we strengthen our sales tax man¬ 
agement to enable the adm inis trat ion to pave 
way for the adoption of state-VAT to replace 
sales tax. 


Notes 

(This u a revised version of a paper submitted 
(o the lateraational Conference on Current Issues 
in Tax Administration' held on April 7-8,1994 
at die University of New Castle. Australia.] 

1 fanned of covering all importers and man¬ 
ufacturers. some states, (or the sake of con¬ 
venience. provide for a low exemption level 
Thai is. (tie import err and manufacturers above 
a particular turnover are required to be reg¬ 
istered with the depart menu 

2 Under this rystem the intending importers are 
required, to furnish details of goods to be 
imported and on application by him a permit 
would be issued, copies of which could be 
earned by the truck operators wtio wcuM be 
banging ihe goods. The road permit contains 
information on the nature, quantity and value 
of goods to be imported. 

3 Hus system prevails in many of the states. 
1* some of the suae* the permit is restricted 
to select commodities only. 

4 While comparting Una information some es¬ 
timates have been madeby extrapolating data 
for some of tbe stares. Further, this informa¬ 
tion relates to aO the stale* but includes Union 
Territory of Delhi winch bn* about 4 per cent 
of the total dealers in the country. Tbe ocher 
territories have aa l a c on acqu eut ial number of 
registered dealers For detail* see Purohit 
(1995). 

5 As most of these dealer* are also believed to 
be registered trader the State*' Sales Tax Act, 
the total number of dealer* caaaot be ascer¬ 
tained with exactness. 


- 6 Onecfthamadwriicf ewaeiohqfriB re fc rreri 
to aa Bill Trading or Hewed# ftarttag it 
practieodthroughflcitiou* dnaltn. Thle would 
be avoided by a thorough check of the beta 
fide of tbe dealers. 

7 In some states tike Assam, (he assessment i* 
done twice a year. This causes the number 
of assessments to be much more than tbe 
number of registered dealers in tbe stale. Thn 
practice of two assessments in a year is, 
however, of no use. It increases the workload 
of tbe department without nay specific advan¬ 
tage for the administration. See for details 
(hellish and Purohit (1978). 

8 The available cost estimates are not exact. As 
most of the stales administer a number of 
other commercial taxes, any calculation of 
the accurate cost of administration for sales 
tax alone is arbitrary. 

9 A combined form of this kind has already 
been introduced in Maharashtra. In such a 
form there are two copies of tbe cfaaUan 
divided by a perforated line and a! tbe bottom 
of the return there is place for tbe treasury 
to make an entry regarding payment of tax 
quoting the chailan number. 

10 This procedure could be eliminated for the 
convenience of tbe dealer if the payment is 
allowed to be made through cheques. 

11 On the bases of tbe receipt of this information, 
me assessing authority would be able to help 
the computer centre maintain up-to-date 
records. 

12 Maharashtra has introduced this return but it 
asks for too many details. Such details need 
not be asked for in gm quarterly return. 

13 Ooe of the suggestionHu regard to differen¬ 
tial treatment of small deatep is loptovide 
for compounding of tax Idfchty. In fact in 
many states, there are rules providing for a 
lumpsum tax to be paid by a small dealer until 
he attains apaitkular higher level of turnover 
than the exemption limit. This is, however, 
not the right way to help small dealer*. If a 
dealer collects UK from the consumed, he 
should pay (he amount in fldl to the govern¬ 
ment. But when the provision of compound¬ 
ing is accepted the denier collects the tax but 
pays only aa approximate amount of the 
collection. Thrt is, be peys either more or less 
than what be actually collects [see Purohit 
19751. 

14 The scheme of snail dealer* mould be canted 
on the basis of Forfait scheme, as followed 
by Ftnace. See for details Purohit (1993). 

15 Various studies undertaken to estimate file 
evasion of sales tax suggest that it vane* 
from state to state and from one commodity 
to another. Tbe variation of estimates of 
evasion is from 5 per cat of the potential 
revenue to 85 per cent of the same. See 
Purohii (1993). 

16 Similar help is available to the enforoemem 
wing ia Punjab where tbe commiaaioner 
ad mini steer stale excises aa well The police 
help is available because of the stale excise 
aad not owiag to the administration of gates 
tax. It is, riterefare, Imported fins in most of 
the steles where sure excite department la 
independent cf tales tax, police aairtwni is 
provided to the sains tax department. 

17 In Tamil Nadu, foe ra amp le, 62 par cent o i 
the cbedsposu are boused ia thatched ri»de. 

II Some of die stales, such as Uttar Ptadeah. 


'' v -< 1 tvm 

arilam. Tbe kot — e nti a rep utte wvetapee* 
par districu and mean ally red to tbs divi¬ 
sional and thm distributed to 

the respective dbufcti. Henenthedocumenu 
do reach the officers aad to the file. 

19 It doea not aeerapropertobnidea the enforce¬ 
ment wing With the task of croaa-vsriftcatian 
of the documents received from the 


cbeckpaatt,utbeyhav«4noreiin|>ortaMwo(k 
to do. • 

20 The weigh bridges in states like Gujarat have 
been privatised and are ia very dfident 
working condition. These bridges are ex¬ 
tremely useful in having an estimate of the 
type of goods being carried by the truck* 

21 Suo motu power* refer to the power of the 
commissioner of reopening the aa se ea m e nt 
order which may be prejudicial to lax rev- 


22 Under the IncomeTax Act, the commiaaioiter 
can exercise suo motu powers for two years 
from the date of the orders sought to be 
revised. 
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of Secularism 


In this paper the arguments of three critics of secularism -TN Modern. Ashis Sandy, and M N Srinivas - are examined, 
as well at their implications for India's pluralist society. 


A GROWING number of social scientist* 
in India are joining the debate about Indian 
secularism. 1 Mainstream social science has 
continued to defend secularism especially in 
the face of the threat posed by increasing 
communal politics and religious strife. But 
• small and apparently growing group of 
social scientists have called for a re¬ 
examination of Indian secularism, arguing 
that secularism may be the cause of. rather 
than the solution to. India's crisis. Critic* 
such as AshisNandy and TN Madan reject 
secularism as radically alien to Indian culture 
and tradition and advocate a return u> genuine 
religion and the indigenous tradition* of 
religious tolerance a* the best means to 
preserve and maintain a pluralist and multi- 
relgiou* Indian society. Their ranks have 
recently been joined by the distinguished 
Indian sociologist M N Srinivas. who has 
called for a renewal of faith in god a* saviour 
in order to meet India's cultural crisis The 
objective of this paper is tocritically examine 
the arguments of these writers and to assess 
their validity as well as their implications 
for the maintenance and defence of India's 
pluralist and muki-relgious society. culture 
and polity. 

DrtHNmoNs 

There is considerable confusion resulting 
from the bewildering variety ol meanings 
that have been attached to the concepts of 
secular, secularisation and secularism The 
concept of secularism is now so deeply 
entrenched in Indian academic, political 
and legal-constitutkmal discourse that it is 
necessary to clarify this and other related 
concepts. At least since the time of 
Durkheim. sociologists have recognised a 
universal distinction between the sacred 
and the secular The sacred refers to a realm 
of reality that is mysterious, awe-inspiring. 
forbidden and set apart from the ordinary. 
This is the realm of god and religion. The 
secular or profane, on the other hand, refers 
to tiie realm of the mundane, work-a-day 
world. Mystical and cosmic religions, 
especially m the cast, have sought ultimate 
knowledge and holistic experience that 
would resolve the dichotomy between the 
two domains and reveal the underlying 
unity of (he fine, It is very doubtful that 
such ideas affected the lives ot ordinary 


people greatly since people everywhere 
not only distinguished between the two 
domains, but used different means and 
technologies to desl with and to control the 
two worlds, using, for the most part, 
empirical means for mundane activities 
such u hunting, fishing and agriculture 
needed to satisfy their basic needs of 
subsistence. In any case, modem secular 
society stands at the other end of the 
continuum in separating (he two spheres 
to a large extent banishing the realm of the 
sacred to the ‘private’ sphere. Although 
there is a wide range between the two 
extremes, nowhere do the mystics 
completely ignore the logic or laws of the 
empirical, secular world, and nowhere have 
the secularists succeeded in reducing the 
sacred entirely to the secular realm. It can 
be seen that both the distinction and the 
separation between the religious and the 
secular is universal although the degree of 
the separation varies very widely. 

Secularisation i* a concept used to refer 
to a multi-dimensional historical process 
generally associated with modernity 
Modernity brings in it* wake several 
important processes of change. The most 
important of these are: (1) differentiation at 
the level of institution*, structures and 
functions resulting in the withdrawal of 
religion from such social spheres as education 
and marriage. (2) the development of 
pluralism at the level of social group* 
(including religion! and world-views 
resulting in the pluralisatiun and relauvisauon 
of the vwrtd; (3)ranonalisation a» described 
by Max Weber, which re/m to the emergence 
of a scientific-rational world-view that was 
eventually expected to strip society of its 
myths, mystery, miracle and magic, tints 
making it 'disenchanted': and (4) the 
development of a critical consciousness that 
reveals the ideologies hidden in the 
institutional and belief structures of religion 
Tbc noted American sociologist of religion. 
Peter Berger, defines secularisation as a 
process “in which religion loses its bold on 
the level both of institution* and of human 
consciousness" (1969: 1071 and. in a later 
essay, as The prncea* by which sector* of 
society and culture are removed from the 
domination of religious institutions and 
symbols" (19X024) Srinivas describe* 
secularisation in India in a similar warn and 


delineates some of its dimension 
(1966:119). 

Secularisation is not only a historical fact 
however. It is also used to refer to a theor 
that attempt* to describe the invuruu) 
relation* in this process and to predict it 
direction. From Comte to Max Weber i 
more recent writers such a* Bryan Wilso 
and Peter Berger, theorists of secular* ratio 
ba ve engaged in debates about it 
universality, irreversibility and its pro 
gressive encapsulation of societies. 

M<**is (f Sk'ixmu&m 

Secularism is !*xh a modeled society an 
an ideology and, especially in tbc India 
context, has come to mean all things to a 
people. Broadly we can describe tb 
following conception* or model* as hfe 
types of secularism in India. 

1 The Ofluuil Indian (Sehntvmn / Mod* 

India it hemaliy a secular democrat: 
state. The Indian Constitution spelt out 
several atticles the main provision* regard* 
the secular state even before the lex 
secularism was introduced into m 197 
(Smith 1963} Ftist. it guarantee* freodot 
of religion to individual* as well ax 
religion* (to "every religtcwcdnacMUBatM 
or any section thereof'). Second, it (rural 
tec* equality of citucathip. that k, ; 
discrimination on ground* of rnlifit 
(An IS Inequality ofoppaatunitymptfhl 
employment (Ait 16 1.2). no ducrimuMUk 
in educational institution* (Art 29.2). and a 
communal electorate* (Art 325). all bam 
there ix special provision for reservation 
seat* for scheduled caste* and achuduk 
tnhest Art 3301.1 and 332.1), Third, it pp 
vide* for separatism of state and religio 
that t*. no special text* for promotion ol re 
gkmfArt 27) and tv* religious instruction 
state education a l in*titutinu*( Alt 24 1.2.1 
It is dearth* the retention of hsGaMwu 
i* neither to oppose religion nor topraam 
a rationalisation of culture, tun merely 
maintain the neutrality and tmpartulaiy 
the stare in matter* of rebgtoa 1 

This model, ’ euriamm » premised’ 
at leant a certain degree ot xacuten* ream 
civil society, in the sense of diwxiA 
between religion and society and 
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relegation of religion, if not entirely intofl* 
trivateaphere, atleast into same very limited 
lorn aim of public life. 

Secularism in this sense is also seen as 
. protector of minority rights, it is 
ns tractive that minorities in India, despite 
King intensely religious and sometimes 
ven fundamentalist, are among the most 
indent supporters of secularism, from which 
hey primarily expect the impartiality and 
leutrality of the state. The alternative, as 
hey see it, is Hindu domination of society, 
f not an outright Hindu theocratic state, 
"bus “...if secularism denotes only that a 
scular state should not be partisan in 
natters of religion, it is believed to be in 
ccord with Islamic tradition which gives 
reedom toevery citizen” (Haaqq 1971:47). 

The Traditional Hindu Model 

Many Indian intellectuals and leaders in 
tdia. especially Hindus, see secularism, by 
nd large. in terms of the ancient Hindu ideas 
f religious tolerance and equality of all 
:ligions. The speeches and writings of these 
en abound in pious pronouncements to 
■is effect. For instance, Radhakrishnan wrote 
. 1955: "It may appear somewhat strange 
at our government should be a secular one 
bile our culture is rooted in spiritual values, 
scularism here does not mean irreligion or 
heismoreven stress on material comforts. 

proclaims that it lays stress on the 
liverxality of spiritual values which may 
. attained by a variety of ways... This (the 
lity of spiritual experience despi tcdoc trinal 
ffcrcnccs) is the meaning of a secular 
inception of the state though it is not 
literally understood" (Smith 1963: 147], 
another context he (1940:316) stressed 
at the “...Hindu view is not mouvated by 
y consideration of political expediency. 
'* bound up with its religion." It seems 
at Gandhi's opposition to partition was 
<o based on religious grounds (Smith 
63:149|. “Partition", be said, “means a 
■rtent untruth. My whole soul rebels 
ainst the idea that Hinduism and Islam 
present two antagonistic cultures and 
; trines. To assent to such a doctrine is 
me denial of God. For I believe with 
' whole soul that the God of the Koran 
also the God of the Gita, and that wc 
all. no matter by what name designated, 
ildren of God.” 

t will be readily admitted that this Hindu 
>del has made a generally positive 
ntribution to the evolution of a tolerant 
1 libera] religious culture that informs 
- consciousness of vast numbers of 
>ple. Hindu and non-Hindu, in India, 
e metaphysical basis of this model of 
;uljrism is the transcendent unity of 
imate reality. The One that i* beyond 
night, word and manifestation, and not 


bound by any partioularbook; jtropM.er 
incarnation, ralativisaa all historically '• 
existing religions and paths to god. 
However, it it well known that in Hidnu 
• social thought not equality but hierarchy 
characterises the contingent world of the 
many, the world of historical pluralism. 
Hierarchy governs not only statuses, 
functions, rights snd privileges, but also 
truths, values and spiritual planes, ethical 
ends and spiritual attainments, and even 
disgust and exclusion as exemplified by 
the principle of purity snd pollution. The 
religion of the untouchable or the 
unenlightened with its idol worship and 
animal sacrfice is ‘equal* to that of the 
enlightened sage only in the Ultimate and 
transcendental order. If all this sounds like 
a description of the caste system, that is 
precisely the point, all religions are no 
more equal than all castes are equal. By 
the same logic a person must not change 
the religion into which be is born since that 
is ‘appropriate to his status' and conse¬ 
quently should be sufficient for him. 

It is not surprising that this model of 
pluralism (or secularism) has proven .to be 
inadequate to meet the needs of a modem 
India that is struggl ing to create a democratic 
and egalitarian society. No viable model 
of secularism can be built on terms defined 
by any one religious group, even if it is 
‘the majority community*, especially so 
since its mode of toleration has historically 
included absorption, subjugation and 
marginalisation of religious minorities. 

3 Secularism as Anti-Religious Ideology 

This model of secularism is a doctrinaire 
ideology which secs all religions as an 
anachronism in modern society, an 
epiphenomenon that belongs to the 
superstructure and a survival of the past 
that will wither away with economic 
development and scientific progress. 
Though this type of secularism is in fact 
espoused by a tiny minority in India, this 
is the straw man that most anti-secularists 
fear and try to destroy. The protagonists 
of this view, which includes some orthodox 
Marxists, rationalists and atheists, see 
anything that is religious as anti-intellectual 
obscurantism. They attempt to speed up 
the natural demise of religion (quite 
inconsistent with their own theory, of 
course) through propaganda and even 
outright persecution and suppression of 
religion ax was done under the Bolsheviks 
led by Lenin and Stalin * 

The Akti-Sbciiaiust* 

Today there is widespread concent that 
Indian secularism is facing a serious crisis, 
and that what came to be known as (tie 






reUgion in the sodaiconstruction of ethnic 
and communal identity which is made the 
basis for the articulation of oommoa 


economic interests and poMUcalmobilisation. 
There is alto the construction of an 
unprecedented pan-Indian Hindu con- 
•ciouanetx thatcuts across caste sod regional 
divisions. This has often been described at 


the ‘Hindu backlash’, the Hindu reaction 
against the political mobilisation of other 
religious groups such as the Muslims and 
the Sikhs. There is little doubt that these 
mo vementa are responses to a wider cultural 
crisis associated with 'modernisation' that 


has also brought in its wake social dislocation 
and perhaps s pervasive sense of anomie. 
It is in this context that the attempt to re¬ 
examine Indian secularism is gaining 
prominence. 

As with secularists, so too with anti¬ 
secularists. there are several kinds. 1 shall 
not concern myself with the communalist 
critics of secularism, whether Hindu. Muslim 
or any other variety, nor with the atheist- 
rationalist critics who sec Indian secularism 
as a sell-out that compromises with religious 
obscurantism. There is also the silent 
majority, the millions of genuine religious 
believers who see secularism as a threat to 


their religion. The new critics of secularism 
that I examine here claim to speak on 
behalf of this majority. 1 shall discuss below 
the views of three representatives of this 
group. Ashis Nandy. T N Madan and 
M N Srinivas. 

Ashis Nandy (19R5. 1986) argues that 
secularism in India has exhausted its 


possibilities and is today positively harmful. 
According to him it is secularism and 
modernity that are the sources of the new 
religious violence. A gift of Christianity’ 
and a child of modernity and colonialism, 
secularism is a product of western science 
and rationality and today functions as the 
ideology of the modern state which Nandy 
secs as the source of most contemporary 
problems. Nandy argues that it is the secular 
state and its elite, with its instrumental 
rationality and amoral and manipulative 
technocratic -managerial ethos, that has been 
responsible for the greatest atrocities of this 
century from the third reicb to the gulag to 
Hiroshima to the anti-Sikh riots in Delhi. 
Thus Nandy's rejection of secularism ia 
rooted in a two-fold critique: a critique of 
modern culture and society that approvingly 
and resepctfuUy chaws on the Gandhi <rf 
Hind Swaraj, and a critique of the secular 
slate. Ln a posture of moral outrage. Nandy 
states chat the Indian secular state haa much 
to foam about morality from Hfedufan, Islam 
and Sikhism, while Hinduism. Islam and 
Sikhism have nothing to learn from the 
secular state in thin reaped. Aa an alternative 
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' which, he argues, mostbs fraud tori dw 
imperialism of tbs niKw o«to|ory of 
—oo U rum . The greatest rep m sa t stiw of 

such tolerance waiG*o<aii,butii is also still 

widely practised by the awei of non- 
modern. peripherslited believer* »* 
distinguished from the modem secular 
rationalists end the semi-modern zealot*. 

MucblikeNandy.Mndan(1987:74S) states 
that “...in the prevailing circumstance* 
secularism in south Aaia as a generally- 
shared credo of life is impossible, as a basis 
for state action impracticable, and a* a 
blueprint for the foreseeable future impotent". 
Sooth Asian religions, argues Madan. are 
unique; they are “totalising in character. 


claiming all of the followers’ life so that 
religion is constitutive of society”. While be 
acknowledges that these religion* make the 
distinction between the sacred and die secular. 


he argues that they arrange the two domains 
in a hierarchical order. It follows that these 


religions are incompatible with (be ideology 
of modem secularism. 

M N Srinivas’ critique of Indian secul¬ 
arism appeared in ■ short article in the The 
Time of India in 1993. Unlike Madan and 
Nandy. Srinivas was not directly addressing 
social scientists or intellectuals and therefore 
his arguments are less theoretical and less 
detailed, and presented in bis usually sesuitive 
and eminently readable style. Srinivas finds 
secularism wanting because he believes that 
India needs a new philosophy to solve the 
grave cultural and spiritual crisis facing the 
countiy, and “that philosophy cannot he 
secular humanism. It has to be firmly moled 
in god as creator and protector ” Similarly. 
India and the world cannot afford the 


mindleas consumerism that is being promoted 
by the media. The only realistic option, 
sustainable development, too “needs to be 
underpinned by a proper Weltanschauung 
and thatcannotbe secular humanism" either. 


Srinivas’ call is for a spiritual renewal and 
a renewal of faith in god as saviour. He is 
very much concerned about the corruption, 
materialism and consumerism which, he 
apparently believes, is a product of 
secularism. Underlying his critique there 
appears lobe a nostalgic longing for amoral 
social order that is organic, harmonious and 
holistic in contrast to the individualistic, 
amoral, secular order 


Carnot* 

As we have seen. both secularisation and 
secularism are multi-dimensional and 
complex concepts with multiple referents. 
These authors do not define their concepts 
systematically or clarify if they are rejecting 
ill aspects of secularism or only some, and 
ifthelettnr, which onus. When we examine 


to I ssue , ryri wuu ti r s Oy we find that (beet 
writers may be quits happy with several 
aspe c t s of Indian a pca liiri sm , especially 
those upheld by (he legs!-con* tiintionsl 
system. 

First, 1 think it is fair to ssy that none of 
tfaeaeoritka would be in favour of alhcocratic 
state that would bring the state, bureaucratic 
and legal systems under the domain of 
religion. Nandy and perhaps the others to 
s lesser degree are critics of the modern 
state, but until the state withers away or is 
radically transformed, all of them are very 
likely to be in favour of the three main 
principles laid do wn in the Constitution. viz. 
freedom of religion, equality of c iiuetwhip 
and separation of state and religion. They 
have not expressed their view* on the thorny 
question of personal laws based on religion, 
but their anti-secularism isccrtainly not based 
on religious fundamentalism or sectarian ism 
and so they are likely to be in favour of a 
sensitive and rational arrangement that can 
accommodate both religious pluralism and 
democracy in the country. 

Second, it is equally unlikely that any of 
these critics would object to or be 
uncomfortable with the secular institutions 
of Indian society such as universities, 
hospital*, laboratories and scientific institutes 
in which most members of the Indian 

mtell igcntxia including thcroselve* function. 

Srinivas, for example, is an exemplary model 
of a secular intellectual of India; a few 
comments about hi* role and worit can 
illustrate the point 1 am making. Generally 
regarded as the doyen of Indian sociology 
and anthropology, he has been a tireless 
promoter of these disciplines, a teacher and 
practitioner of a sociology that is the very 
model of a rational, scientific, critical and 
secular' intellectual 'protect'. Perhaps more 
important, he played the leading rote in 
building the eminently ‘secular sociology 
department in Delhi Univerxity which has. 
during the past four decades, attracted some 
of the heal faculty amt students in the c*xiniry 
regardless of caste, religion, tbeolog icaj 
persuasion, region or gender, far ahead of 
his time in this last respect. These women 
and men have engaged in rational debates 
about social issues including religion. When 
be raises questions about Indian secularism 
it is unlikely that he is questioning free and 
secular institution* of this kind. 

Third, there are many social changes that 
have taken place in India generally associated 
with sccularixstion which the intelligentsia 
have regarded as 'progressive' These 
change* have affected some of the moat 
oppressive aspects of traditional religion 
such** widow-burning and uoknschabdity 
la his stott recent ussy. Srinivas describe* 
the erosion of the practice of purity and 
pollut io n and the e nheg e m an t of the caste 
based eadogamou* group* among the middle 


ctaesesoflndU Hecurtaintydaesaotmdirter 
any u n ha ppin es s with these change* It is 
very unlikely (hat. on (he whole, the other 
critics too would object to these changes. 

It is. of course, true that these oppressive 
religion* Institutions sod practice* have been 
criticised and attacked from within by 
religion* reformer* and protest movement*. 
The most celebrated of these in modern 
Indian society include Ram Mohan Roy. 
Vivekanand* and Gandhi. In recent year* 
writers such ax A*bi* Nandy and U R 
Anantbarourtby have popularised the 
concept* of 'critical traditionalism and'Che 
critical insider’ to refer to these critics. 
However, there are two important respect* 
in which these critic* should be regarded as 
associated with secularisation of society 
First, secularisation as a histone*] process 
has brought with it everywhere a new critical 
consciousness providing a certain impetus 
It) the potential reformer* Second, a* I have 
argued above, no society is purely religious 
or purely secular, both the distinction, and 
the separation of the sacred and the secular 
is a matter of degree. Those aspects of social 
and cultural life that fall under the domain 
of the religious are never fixed sod 
immutable While in pre-modern societies 
protest movements have typically drawn on 
religion to unmask and reveal bidden 
ideologic* and wily pnencraft. in the modem 
world they have drawn on secular ideas So 
do the same 

It seem* dear then that the loc us of these 
new cnlics is »hil was described above as 
the thiol model of secularism, viz. ureligiuu* 
humanism and atheistic materialism Maths, 
for example, devotes- a considerable section 
of hi« paper toanacking Nehru aid Nchravistt 
socialism, in effect confusing Nehru’s 
personal raticr.aiisi convictions with Mm 
secular institutions that he helped In create 
for the country While Nehru may have 
hoped for the eventual disappearance of all 
that be regarded as religious obscurantism, 
it is clear that nothing in the Indian in sure 
tion* or policies aim* at restricting religious 
freedom or suppressing religion 1 have 
discussed thiscUeudsert (1991) h> detail and 
will not pursue the discussion hare. 

A critiqucof the (talc underlies the attiring* 
of all the three. Far Nandy the state itself 
is tube rejected with modernity , rationality 
and secularism, but his nefccat critique 
provide* neither an alternative to the state 
oar an alternative model of the state Srmrra* 
does nth engage to a diatribe agaamx the 
state, hot be links the ‘hc c nc c permit raj* 
with the corruption, irrehgton, mascrudttca 
and the culture of constunerisan to have 
destroyed the moral fibre of Indian society. 
His is * cab for a new mrteutxrititmmg. <t 
rather a renewal of faith in the oM tot uunM 
unstiriie tits rational effort as nation- bedd ing 
end development. It i* not clear whether he 
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would have the state promote such a 
Weltanschauung or merely like to see it 
permeated by such a value system and a 
spiritual ethos. Madan too is against the 
secular state, but does not suggest any 
alternative. It must be conceded that 
secularism in India today is too politicised 
and too 'statist'. acting as an ideology of the 
state and an instrument of power. It is 
necessary to find ways to depoliticise 
secularism and to move it further into the 
domain of civil society. Nevertheless, one 
is left to wonder what could possibly replace 
the secular stute. Given the fact that the 
modem state is not about to wither away and 
given the impossibility of resurrecting a 
presumed earlier society in which rights 
were guaranteed by dharma’ rather than 
the state, it is necessary to ensure that the 
state is a democratic and secular one if 
rights and freedoms arc to be guaranteed 
in Che highly pluralistic societies of south 
Asia. In fact, it is difficult to see what the 
alternative to the secular state would be 
other than a theocratic state or a patrimonial 
one. 

Madun's argument about the uniqueness 
of south Asian religions is empirically 
untenable, idealistic and reductionist and 
smacks of orientalist ideology. First. Madan 
bimself is quite ambiguous about this 
dichotomy between western and eastern 
religions. He acknowledges the universal 
distinction between the sacred and the secular, 
but goes on to argue that the south Asian 
religions arrange the two domains in a 
hierarchical order. Bui he also states that 
“the world’s great religious traditions do 
seem to speak on this vital issue with one 
voice”. Where, then, is the radical difference? 
Apparently, only in post-reformation 
Christianity, especially protest an tism. Madan 
argues, following Max Weber, that the 
reformation made a major departure in this 
regard. He quotes Peter Berger's classical 
statement that “prutestantism cut the 
umbilical cord between heaven and earth" 
(1987:7511. Secularism in the west, then, 
emerged from the dialectic of modem science 
and protestantism . Madan will readily admit. 

1 think, that this is also the dialectic of 
modem capitalism, what Max Weber re¬ 
ferred to as the rationalisation and the 
disenchantment of the modem west. Modern 
social science from the time of Marx and 
Weber has stressed the untvcrsalising 
character of this process historic ally, crossing 
borders from protestant Switzerland and 
Kngland tocatholk France and Belgium and 
tlien to the non-Cliristian societies of the 
east The point is that it may not he the 
uniqueness of Christianity that explains 
secularisation in the west, but the high of 
capitalism .m«l industrial society To be 
sure, this log k or this impulse may have 
originally had .■ •.pccial connection with 


" 1 * 4 ..,, 

protwianti*m,but as Weber him aolf poigt- 
ed out. this connection was * historical 
one and the dialectictof capitalism was 
capable of Severing its connection with 
protestant ism. 3 

Second, the dichotomy between the 
totalising character of south Asian relig ions 
and the compartmentalising character of 
western religions, even post-reformation 
ones, is s false one and is another version 
of the orientalist dichotomy between the 
spiritual cast and the materialist west, the 
other-worldly religions of the east and the 
(his-worldly religions of the west. The 
quotation from Gandhi that Madan provides 
to support this view, viz, “For me every, the 
tiniest, activity is governed by what 1 consider 
to be my religion" (1987:75 2) could equally 
have been from St Ignatius of Loyola or 
St Franc is of Assissi. The language of Hindu 
and Muslim saints and mystics must be 
compared with that of Christian saints and 
mystics and not with that of rational, 
utilitarian philosophers and sociologists of 
the west. Monks and mystics in the most 
secularised parts of the west continue to 
strive for a life that is totally in the presence 
of the divine and to perform every single 
act informed by the right ‘intention’ of 
performing God ‘ s will To take one example 
that I know personally a Jesuit is always and 
everywhere expected to strive to perform 
every act “for the greater glory of God", 
represented by the Latin logo, AMDO (Ad 
Majorem Dei Glariam). It may be argued 
furtherthatthc new ecological consciousness 
among religious people in the west calls for 
a return to the hoi istic' pagan’ consciousness 
of the unity and connectedness of all things 
But all this is in the mystical and theological 
realm, as is Mad art's argument. Madan's 
interpretation of the pre-secular Indian 
society as characterised by hierarchies of 
domains in which the economic and the 
political were subordinated in the religious 
and theological is simply idealistic and 
reductionist. Not only does he. like Nandy. 
underestimate theextentof exploitation, strife 
and violence that existed in Indian society, 
but he assumes that theological ideas 
determine and explain the everyday life of 
individuals and the institutions and -rructures 
they create. One does not have to be a 
materialist determintst to see the insight in 
Marx's saying that it is not the consciousness 
of men that determines their social being, 
but that it is their social he ing that determines 
their consciousness. 

Srmivas docs not tell us why the 
welum.whauung needed to meet the Crisis 
in India “cannot be secular humanism", hut 
presumably implies that it is inadequate to 
provide the ethical or spiritual basis for the 
needed renewal. He simply assumes (hat 
morality and spirituality arc necessarily 
religious Keeping aside theoretical ami 


imraoiMup DecwMu iwgpxi 
ottfrootlld point out that (be historical record 
is lass than clear to determine whethe r religton 
baa been an instrument in the creation of a 
more humane and just society. It it well 
knowq that inquisitions, crusades, witch- 
burning, genocides (both physical and 
cultural), widow-bunting sod untoochabOity 
have been practised by wbatmust be regarded 
as highly religious (totalising in the sense 
of Madan) societies. What is worse, these 
practices were justified in the name of 
religion. In our own day wc must presume 
that the ‘hanging judges’ of the Iranian 
revolution who presided over tens of 
thousands of executions of political and 
religious opponents, are religious men, but 
many of us will not necessarily see them as 
moral, spriritual or humane. Srinivas is aware 
of “the basic difficulty in bringing in 
religion..." and that “volumes have been 
written on the harm inflicted by established 
religion”. But his solution to this problem 
is to call for the universal "philosophia 
Pcrennis" a la Leibnitz, the Upanishudic 
seers, bhakti saints. Sufis, and Jewish and 
Christian mystics. Thts is a very attractive 
position, and many intellectuals and seekers 
disillusioned with institutional religion will 
support him on this. The problem, however, 
is that sociologists, including Srinivas (1952. 
1991), have long known that religion is not 
just u belief system but is. above all. a 
community (church) united by a common 
hclief system as well as by a ritual life. The 
sense of community and identity is among 
the most central elements in the lives of the 
vast majority of believers. One may ask 
further if it is possible to have a religion that 
is not institutionalised, that is nothing more 
than a perennial philosophy. To the extent 
it is possible, the religion (hat comes close 
to this model is the privatised religion that 
we see in secular, humanist societies 
It is not surprising that intellectuals like 
Srinivas are deeply concerned about 
secularism, for in India today the debate 
about secularism is far more than an academic 
one. A sociologist who writes in sujipon erf 
or in opposition to the secular character <rf 
the nation, or to the ethos of secular huma¬ 
nism associated with it. bears a grave 
responsibility in view of the implications of 
her/his position. Historically, the struggle 
against caste oppression, patriarchy and 
communaiism was associated with the 
possibility of a critique of religion that 
revealed the bidden ideologies protecting 
vested interests. A sociologist in India who 
rejects secular human ism whhtXil at trie same 
time acknowledging the ideological cfcamctei 
of religion wiH be seen by the secular 
sociologists as lacking a certain authenticity 
Sociology itself is a childof the enlightenment 
snd became passible only when the 
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■ bonep«UedfcuMtire ‘natunl' 
«mI MOMaary Ood-given onJar of things. 
Critical »ocj«l ncknoe beeam* inexiric*bly 
bound with tiw baric 'project' of the 
enlightenment, human liberation premised 
oo»critiqi» of society .The histoiy of social 
science from the enlightenment to Hegel, 
Marx. Weber and Mannheim has goce a 
long way in unmasking religion to reveal 
these ideologic^ But sociologists and 
anthropologists have also discovered critical 
religion, the prophetic and utopian elements 
in religion that have given rise to religious 
reform and protest movement*. At least since 
Weber, radical sociologists have recognised 
both the ideological and utopian elements 
in religion: few scholars today would reduce 
religion to false consciousness. In many 
parts of the world the critique of religion that 
was origin ally grounded in secular humanism 
has now been integrated into critical 
theologies. Liberation theology, feminist 
theology, ecological tltcology and dalit 
theology are good examples of these. This 
is not unique to Christianity either. No one 
will deny that while Gandhi was a critical 
insider par excellence , he absorbed many 
elements of the liberal humanist critique of 
religion into hisown thinking Without this 
influence it isdoubtlu! if he would have been 
able to separate untouchability. inequality, 
and other inequities from the essence of 
religion as he was able to do. Sociologists 
who call for a return to religion uncritically 
are ignoring the fact that India has a long 
way Ur go in liberating its people trom the 
oppression of religion; that caste, patriarchy 
and comuiunalism arc still practised in the 
name of religion, and that demystifying 
society and unmasking myths continue to 
bepartofthe project’ of critical sociology 
If Srintvas t* advocating an ecumenical 
religion that can accommodate alt the 
religions o/India a* well as such oppressed 
classes as the ex -untouchables who harbour 
bitter memories of institutional religion, 
no one will seriously object to this. Intact, 
with all its sins and imperfections, 
secularism in the sense in which it is defined 
in the Indian Constitution appears to provide 
the best conditions under which such 
pluralist and ecumenical religions can 
(lourish in India. 

This brings me to my last point about 
the relationship between democracy and 
secularism. Do Handy, Madan and Srinivas 
seriously believe that democracy would be 
possible in a non-secular India? Nehru 
certainly did not think so. If democracy 
requires a minim tarn consensus about the 
bask values and institutions of society and 
about the fufe* of the political game, could 
mchaeonsensa* be butitonsreligious basis 
in pluralist India, or anywhere else, for that 
matter? Writ this be based on communal 


electorates,* historical alternative that 
Indians remember with a de4> sense of 
tragedy and independent India rejected at 
the very outset? Indeed, it is difficuh to 
imagine the face and shape of a son-secular 
India without deep foreboding is one is hard 
put to find a single empirically existing 
model of genuine democracy that is also 
non-secular. 

Conclusion 

There is no doubt that a vast number of 
people in the world, including those living 
in the so-called modern secularised societies, 
are religious. The experience of what Rodolf 
Otto called the tremendous mystery 
("mysterium tremendum el facsionosum"). 
and a sense of connectedness with an 
immense reality of which we form a liny 
part, create the universal experience uf what 
we call the religious. Anthropologists and 
historians know of no society without 
religion, and few social scientists today would 
see secularisation as an irreversible and 
progressive process. It is also true that the 
crisis of our civilisation - the injustice, 
violence and mindless destruction of the 
earth - is renewing that deep sense of the 
sacred and that universal search I or 
'meaning ’. Some scholars are even speaking 
about the re-enchantment of the world 
[Berman I‘>K IJ Confronted with ihi» 
silualiun. it is difficult not to be in full 
sympathy with those, like Srinivas. who arc 
dissatisfied with a secular humanism that 
has failed even to address this deeply fell 
malaise Nor can one be indiffcrcnl to the 
search for holistic life that can transcend 
the artificial dichoiomisation of the 
religious and the secular. It would be 
difficult to deny that today secularism. and 
especially the priv situation of religion, acts 
as an ideology for institutionalised greed, 
materialism, corruption and the culture ol 
consumption 

( am unable to sec, however, what kind 
of a social and political order can replace 
India’s socularism without causing serious 
rupture to those social arrangements, values 
and ideals in the country that most of us 
deeply cherish These include its historical 
legacy of religious pluralism and its 
celebration of diversity, its ability to maintain 
a working democracy for half a century with 
considerable civic freedom, free inquiry and 
exchange of ideas, and the valiant struggle 
of its people against oppression baaed on 
caste, communalism sod patriarchy in their 
struggle to build an egalitarian and humane 
social order. 1 believe that these difficult but 
enduring struggles have the best chance of 
success in a secular India in the aesae m 
which Ihave described it. At k«st, thrs must 
be so until a better and viable •riernanvr 
becomes available 


(An earlier veoro* of this paper was presented 
at the Wortd Cosgres* of Sociology ta Btclefeid, 
Germany, July 23. 1994. I ms grateful u> the 
participwtU of the ftesnach Ownnenee on the 
Sociology of Kcfagton for (bar comments. I also 
wish to thank M N Srietva* sad U it 
Anaathamurthy tor reading the paper sed 
providing then comment' ) 

1 1 am relemag here especially to sociologist? 
and «Hhropo)ogi5tt It is interesting to note 
that the deb<4e about secularism in India tun 
so far been very much dominated by 
historians, and to a lesser extent also tr 
political scientists 

2 The simuhaneousirrgiiemeeWKje'if these three 
principles has been touod to he praNemnte 
tn all modern societies. A case is pomi in ladu 
u that of different personal laws 1 (Slowed tr, 
different religious curntmunuer Wtalr tbu 
fulfils the principle of freedom of reiigmn « 
can be seen a* violating the principle of equality 
uf dUzemfnp. For example, Hindu and Mu dm 
women do net enjoy the same nghi> to divorce 
inheritance or economic support 

5 I am a ware that a difteresiiMerpreutKW of (tat 
issue has been advanced, notaMy by pruterew 
theologians such as Harvey Cox 11966j 
According to this thesis, the histone* 
movement towards veculanusuon and ft* 
twtaMidimmf of the secular city' i< inhere* 
in hiMitol t.tudeo^'hrisuanj religion .'warn 
support fur this posjiion has Oven found a th 
wni mg s erf W eh-.e and Peter Berger, whodnar 
■>n Weber among alars Jvo 'hows m«S 
-> mpathk for thi - p>' su* Interestingly, mod 
catholic theologian.- {Baum 191515* 
oitifenied that th;' arrumetM * as informed bt 
aspevilKidlypniiesLsui reiahng vdlhesoqnate 
and the tusmiKal evidence Iwesej* an da 
debase has declined tn itsetti veal.- My <**! 
vicvi, of itur** if- ih* butih * ibau d not 
leH-dNt* »H)C 
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DISCUSSION 


Ibtal Factor Productivity Growth in 
Manufacturing Industry 


P Balakrisbnan 
K Pasbpangadan 


IN our article [Balakrishnan and 
Pusbpangadan 1994] we bad argued that 
appropriate measurement of value added at 
constant prices is a prerequisite for the 
estimation of productivity. We bad then 
proceeded to provide a demons tration of th is 
principle by providing estimates of total 
factor productivity growth for Aggregate 
Manufacturing in the Indian economy. We 
observed that the measurement of value added 
has implications for the estimated growth of 
TFP We consider it to be a reflection of the 
fact that our point has been taken seriously 
that our original paper has been replied to. 1 
In this brief note wc reply toour critics. Here 
we report the results of substantial further 
work on TFP growth in manufacturing 
industry. These results strengthen the 
conclusion of our original paper. 

1J Ahluwalia (1994) commences her note 
with a suggestion of alternative titles for our 
article, all to do with the growth of value 
added in the manufacturing sector of the 
Indian economy. We believe that given what 
we had wished to convey, the title that was 
chosen by us is word-perfect If Ahluwalia 
is more concerned with the growth of value 
added sbe needs to first address the arguments 
of Bhatia. 1 

'We are astounded by Ahluwalia's 
suggestion that arcsearcher is excused from 
a serious consideration of the concerned 
problem so long as tbeCSO has not ‘found’ 
reliable data for arriving at double-deflated 
value added At least the CSO has stated the 
matter dearly: “Tbc ideal method for working 
out the constant price estimates is the double 
deflation method.”* No such caveat appears 
In Ahluwalia's work. However. Ahluwalia 
has shown herself not averse to referring to 
the bias in the single-deflation methodology 
when U has suited her. For inatance 
accounting for the slower growth of TFP 
for ‘petroleum and coal products' during 
the 80s Ahlnwalia takes recourse to arguing 
that her methodology “would necessarily 
result in undervaluation of tbc value added 
for this sector” fAhhrwatia 1991:39] where 
the relative price of inputs has risen very 
considerably. In this connection, the author 
has scrupulously suggested that "the 
results need to be interpreted with 
caution” | Ahluwalia 1991:38). The reader 
ought to have been invited to exercise 
similar caution with regard to the results 
across the board, considering that it is 
eminently advisable. 


Ahluwalia is mistaken in suggesting that 
in our exercise we freeze the “material use 
structure” as recorded in the Input-Output 
Transactions Table for 1973-74. To the 
contrary, with the express intention of 
capturing changes in the input-output 
relations, if any, we bad re-worked the entire 
exercise of double deflation using a materials 
(nice index that is constructed with weights 
from the year 1983-84. The econometric 
results re veakd that the absence of a positive 
turnaround in TFP remained unchanged. 
Not only was this issue discussed in the text* 
but also the result was repotted in Table 3. 
Ahluwalia has failed to appreciate the 
implications of the exercise as reported. 

Finally,inourpaperwehadavoided any 
reference at all to the implications that our 
results have for the evaluation of policy. 
But this has not restrained Ahluwalia from 
expressing her view on tbc implications of 
the estimates of the double-deflated value 
added figures reported by us, divining the 
message that “we were ahead of China in 
tbc game of producing economic miracles". 
While we take the view that readers of our 
work are at liberty to read whatever they may 
wish into it, we do believe that comparisons 
with east Asia, though flattering, tend to be 
a little out of place for India, an economy 
where none of the pre-conditions 5 idea lifted 
with tbc spectacular performance in the east 
have ever existed. Moreover, it has hot 
escaped our attention that of the close on 
26 yean starting 19S9 for which she baa 
estimated TFP. productivity peaked in 1961 
itself [Ahluwalia 1991: Appendix 1.Table 1]. 
This has two implications. First, the so- 
called 'turnaround' in productivity growth 
during the 1980s can now be seen in 
perspective. Clearly, the point in time at 
which the sample period is split in order to 
establish a structural break needs to be 
reckoned with. Otherwise, the results are 
riddled with the doubt of having been 
influenced by a ‘low base’. Secondly, carry¬ 
ing on in Ahluwalia' s vein, if the estimates 
, of total factor productivity provided by her 
are to be believed, Indian industry was most 
efficient at the height of (he licence-permit 
raj. This in a tract that emphasis es the import- 
aoceofhbcral policy regimes for TFPgrowth! 

We now tarn to the neponae to oar paper 
fcyBaind and RaviodraDboUkia (henceforth 
'D-D’) which, by contrast with Ahluwalia’s, 
vre find very substantial indeed, red coosidsr 
a constructive intervention. According to 


our reading, D-Dmakcona important point. 

It is that tireweights used in tbaconstruction 
of the index of materials prioemust be drawn 
from the segment of manufacturing thatis 
covered by the Annual Survey of Industries, 
the source of our data on input and output 
values. 

This is well taken. We had used Ihe input- 
output statistics for the entire maaufaco^ng 
sector, while AS1 covers ‘registered’ 
manufacturing atone. D-D proceed to double 
deflation using what are claimed as 
appropriate deflators in that these pertain to 
registered manufacturing sector alone. The 
authors now produce decadewise rates of 
growth of the TFP estimates that follow. 
These figu res p oint to a rise in the rate of 
growth of TFP in the 80s, the celebrated 
'turnaround'. 

We are unable to comment with any 
confidence on the results presented by D- 
D because they have not been explicit on 
the method they have adopted in the 
construction of the weights that they present. 
They stale that they have 'estimated' these 
[Dholakia and Dbolakia 1994], but the 
methodology is not stated. We remain 
sceptical as to what is possible under the 
present situation with regard to data 
availability and, therefore, as to the 
adjustments made by D-D to arrive at input- 
output statistics pertaining to ‘registered' 
manufacturing. However, it did strike us. 
while eye-balling the data, that the weights 
produced by D-D are not very greatly 
different from ours (Table 1 in D-D), and 
that therefore tbc result* ought not to be very 
different if the D-D set of weights were to 
be used in the construction of the materials 
price index. We therefore re-worked the 
exercise using the said weight* while 
retaining the rest of the data as in the original. 
The price scries and the resulting index of 
'1>Farc presented in Tabic 1 and the statistics 
of a teat for a 'turnaround' are preaentedln 
Table 2 (under the column beading *DD'). 
Note that the latter do not suppo rt the claim 
of a higher rate of growth ofTFP aince 1980 
It appear*, therefore, that there need not be 
any particular caufion on the a cceptance of - 
our original estimates of TFP, at least not - 
on the grounds of our having used 
in ap propriate price deflators the first time 
round. D espite the fact that our origins! 
results or TFP survive the introduction of 
a new set of input-price deflators, a crucial 
variable in the exercise, we believe D-D u> 
have raised a valid point. However, it would 
have helped theu* cause greatly if they were 
explicit about fee data and the methodology 
they have adopted , across the board. Aa for 
the data,wewoa)d have Mead toknuw where 
the capital suck and e m p loym en t data i« 
from. The m e t h odo l o g y is not always deal 


etfoer. For instance, we ire not even sue h< 
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w&tKt m* * 

i Vh|i rate Of gwwtff) of t]w rats of 
growth of teal vtlotaddsd{VAPP) implied 
by tits study (repariedtaTti)fe2ofo« study) 

when we fit(mour view, the bmtpcocadure) 
a semi-log trend equation to the data. 


Dmauaunr and Conmqusksx or 
Dotoui Deration 

On thaqotatioa oftfae desirability of double 
deflation we believe that the initial section 
of our original paper bad unambiguously 
catabKitiwd the superiority of double deflation 
J aver single deflation as a procedure for 
obtaining valoe added at constant prices. In 
. any case, the suggestion thatnominsl values 
be deflated by their relevant prices would 
• appear to require no special justification. 
Quite simply, computing real value added 
by single deflation docs not correct for 
changes in the relative price of inputs 
whenever they occur. 

That real value added computed by double 
deflation - being an 'external average', in 
that it involves some negative weights - 
could acquire a minus sign does not worry 
us in the least, and, despite the proclamation 
by D-D, is no discovery. It can arise when 
current quantities are evaluated at fixed- 
base (relative) prices. Viewed from the 
perspective of Economic Theory, it is no 
mystery that differing techniques are not 
equally profitable at a constant set of prices. 
A solution to the measurement problem 
induced by this is provided by a continuous 
shift in the base of the price indices. All this 
has been long recognised.' 1 and has not been 
seen ax a reason for second thoughts on the 
superiority of'double'over single'deflation 
when estimating value added at constant 
prices, as evidenced in the practice’ of 
National Income Accounting in many 
economies. 

Finally, since D-D ha vc based their argu 
ment on the idea of a production (unction, 
we might add that it has also been established 
(Sima 196*1 (hat the 'concept' of double- 
deflated value added requires no more 
stringent assumptions for its justification 
than the concept of‘real value added' itself. 
It w often forgotten that the latter is premised 
on the existence of a production function 
that it additively separable in value added 
and materials. Thus we have the extreme 
view of Sims: The question is not realty 
'It double deflation the right way to deflate 
value added?' but rather ‘Does the notion 
of real valoe added make any tense 7 ' “(Sima 
I96S:471J. 


S mm vrrr Aw*, rets 


However, eve* having assumed the 
•operability of the production taction, at 
hintnd «t above, the double deflation of 
value added at it is practised does introduce 
im e a a urem aot bias. This saeans from tba fact 
of the prints tread being Max numbers with 

ft r a dh am.lnprincqric.ths attrition is simple. 


iavrivteg the oo# of Dtvltta indices (Bruno 
19*4: id, footnote 26 J that can be 
approximated by chain ridicm.Tbe practical 
aapecti of this p roce d ur e , however, are as 
yet insurmountable. Bruno, who as far aa we 
know was the flnt to have raised this point, 
has suggested a teat of the bias by re- working 
real value added "... with alternative choice 
of base year weighing (once using beginning 
of period and on ce using end period weights, 
say).”* In the present context it would have 
tfae effect of tea ring far tfae sensitivity of the 
measure ofTFP derived ftomdouWe-deflated 
value added to the choice of base year for 
the prices. White admittedly only an 
‘informal' test, it is the best that can be 
achieved under the circumstances. This we 
have now dooe by using price indices base 
19*1 -82 *100 (as opposedto 1970-71*100 
in our original paper), the input-price index 
having been combined with weights from 
die Input-Output Transactions Tabic for 
1983-84. Notice that given the considerations 
of the need to match the date of Ibe input 
coefficients with the base year for the price 
indices, the period of the study, and the 
availability of data for the Indian economy 
we consider this the obvious choice of 
elements for a comparison. The resulting 
index of input price is available from us 
upon request. The associated index of TFP 
is included in T able I. The results of the test 
for a turnaround m productivity growth since 
19*0 we presented in Tahfc 2 under column 
beading' BP: 11*. Prom this, note ihatthe co¬ 
efficient on the ‘time dummy', testing for 
an acceleration of TFP growth from 19RO. 
is negative, ax it was in our original paper. 
In this sense, our original belief that the 
alleged improvement in TFP growth may be 
an artefact resulting from inappropriate 
measurement of value added is yet to be 
falsified. 

For those methodologically mclined. we 
might add that we had in our original paper 
moved baif-wiy towards correcting lor the 
measurement bias due to double deflation 
by re-worktagourexercise using input prices 
with 1983-84 weights jBalaknshnan and 
Pushpangadan 1994: Table 3). We did not 
however go the whole way by shifting the 
base of the price indices. This we have now 
dooe here. No doubt, the process must be 
continued as price indices with more recent 
base periods and input-output coefficients 
relating to subsequent dates become 
available. 

Two final observations on oar estimates 
are in order. Fust , it is easy to discern that 
the level of TFP differs according to the 
weighting pattern of (he price indices, <hus 
making it difficult to proffer any one scries 
aa the ' co rrec t ' one. This is a hazard of 
working with indices with discontinuous 
bam yean. Wart price deflators available 
that would make k possible to undertake 
riowbrit rifl ari ou wi th prie s se rie s in m spo ta t 
lag a continuous shift in tfae bam year, we 


would have been left with one eeri 
Secondly, hh as be en pointed out tons 
(he index of TFP based on value ad< 
computed by double deflation varies m> 
(baa a higher standard deviation) than V 
based on value added computed by sin 
deflation,' and that this signals a flaw in 
methodology we prefer. However, this 


TaSU> 1 : Total Facto* Paouumvmr 


Vear 

TFP 

'B-P: U' 

TFP 

DO' 

1970-71 

100.0 

1000 

1971-72 

*2 7 

75* 

1972-73 

81.1 

73 1 

1973-74 

75.2 

*73 

1974-75 

980 

99.4 

1975-76 

97.4 

*6.2 

1976-77 

992 

100.3 

1977-78 

113.6 

10*2 

1978 79 

145.7 

1247 

1979-80 

117.7 

116 6 

1980-81 

91.6 

100.4 

1981-82 

107.7 

117.6 

19*2-8? 

136.2 

135.* 

198? 84 

139 8 

1332 

1984-15 

1326 

132.8 

1985-86 

136 1 

1249 

1986-87 

141 1 

115.0 

1987-8* 

136.7 

119 1 

1988-89 

131 6 

122.0 


Atow 'TFP' is aa ladex base 1970-7le( 
B-P II' uTFPtuuedoa real value a! 
computed ustsf 19*1-82 juices aadl 
oueftiaeaisrai the year1983-84. 'B-“ 
pretested is TaMe 2 ofBririniriiam 
Ptohpaagadaa (1994 1 wathosodoa * 
added computed uxMg 1970-7 tpnceu 
input aoefftacBb far the ytm II0? 
D-D' u TFP bated oa neat vstar at 
computed tumg 197V-71 poce* wai 

iapu-pare detour mptied by the aw* 
pretested by D-D (199*). 


Tam* 2 -Testing k* an AoObo*awcoi 

w TFPt-.iwwre 



BP I 

3P.n 

DJ 

Cbsxlaat 

4.33 

433 

4. 


(61.57) 

164001 

<56 

D, 

0.60 

-1.01 

a: 


a«o, 

(-4J9) 

(IJ 

Treed 

005 

008 

0.1 


(4.78) 

(692) 

0- 

D, 

2)05 

-009 

-o. 


(-317) 

(-5-50) 

(*ti‘ 

R* 

0.80 

0*7 

0. 

D-W 

146 

1-41 

t. 


Note matins ta preaatiatas Aa omasum 
domtMMg pr-avc vatqmtUft. 
eetaut*** are from a atari-tog : 
ajsftioa for TFF^wVh^iomHlj 

factions. Tbt paeos* tioudti ssdad 
• tbs mtoaritiastri vriae added is ca 


TFP under'BP I*.'BPS* sad *13-7 

mtooriawvTMlT.m 

ridft (a the trv* (’eoamnn and: 
oat of growth CtarnTt of trim 
hem 19*0-81 Sm tridfanrimiu 
ftrikpangadm <l 9 Wt) tat fwtim 
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4 ~n» MMttvity cf ibe 
added to tfaa bpjNMfM roefflrtedtt 
as weighs U the oonatmctice of fee Mpuf 
price deflator.... wa» bow uxnAiaad.’ 
a sod l\uhp*agndaa (1994:2032). 


a ei vaioe .■ ~ 

cMu oaed t 

‘ ‘ Attawatia, H (1991): Pnducmy mi Orvdtk 
jnlndbutMmuficturing, Oxford Ualvnaity 
Prere, Delhi. 


baaed on an mcoropieto understanding of the 
methodology of doable deflation. The 
relative variatioD of tbe aeries on real vakie 
added is purely a question of tbe variation 
in the relative price of inputs. The proof of 
this run* in terms of comparing tbe expres¬ 
sions for the variance(s)of teal value added 
under each definition (i e. single deflation 
and double deflation). This was suggested 
to us by Bharat Ramaswami. and we may 
be able to trace the old envelope for anyone 
interested. Counter-intuitive as it might seem, 
in periods when the relative price fluctuates, 
value added computed by double deflation 
will vary more than value added computed 
by single deflation precisely because the 
former incorporates relative price changes. 

CoNOj.twNG Remarks 

Dholakia and Dholakia arc not entirely 
off-the-mark when they say: “The B -P study 
may be considered to raise a methodological 
point about the appropriate measurement of 
the real value added and the empirical 
exercise reported in the paper can only be 
seen as an illustration of the argument” 
[Dholakia and Dholakia 1994). However, 
we also believe that, in the process, we have 
conclusively pointed out dial the question 
of productivity growth in the Indian 
manufacturing sector is far from having been 
settled. First, there is the question of the 
behaviourof productivity itself. Three recent 
studies report conflicting results. 10 Second, 
there is the relationship between productivity 
growth and tlje policy regime. The nature 
of this relationship for Indian manufacturing 
is notdear. We find ourselves in agreement 
with theraanagement guru (!) Michael Porter 
who states: "The productivity in Indian 
industry is very low in terms of international 
standards and one of the reasons for this is 
the fact that till now reforms have 
concentrated on the macro-economy with 
the result that the micro-economic reforms 
have been ignored [Porter and Ghcmawat 
19941- Given that there was so little reform 
in the 80s the claim that there has been an 
improvement in productivity during this 
period needs to he better understood. 

Notes 

(PorieseaichaMstsncewethankMSureshBj4w.) 

1 We are also pleased to observe that the 
implications of the estimates of productivity 
growth reported by us have also begun to 
receive some notice. See Cibose (1994). 

2 See Bhatia (1987. 1990). In retrospect. we 
have outaefves erred in not citing Bhalia’s 
coatnbutioa to the question of estimating 
value added in Indian industry, work that 
precedes ouc. Mao. we have only now become 
aware of the perceptive review of Ahhrwaha 
(1992) by Loctiaa which has argued for the 
need for double deflation in the estimation 
of value added ia Indian industry. See I juchan 
0992). p 113. 

3 VitHttiil Accounts Statistics. Sources and 
Methods'. 050. p 2b. April 1980. 


Incidentally, a move further dowa this 
direction hat been undertaken ia thii pepar. 
Await tbe diacuarioa of the reauits presented 
ia Table 2. 

5 Principally, very high (private) ieveatmeat 
and growth of human capital. See the review 
of the World Bask study, The East Asian 
Miracle by Page (1994). 

6 pot a ducusuoa, see David (1962). 

7 See Bruno (19(4). La fact, Bruno refers to the 
very practice of double deflation a* leading 
to a measurement bias, which we an to below. 

8 Letter to tbe authors dated June 23. 1994, 
Washington, DC. Available oa request, 

9 Set Table 3 of Balakrisbaan aad 
Purhpaagadan (1994) for tbe estimate*. 

10 Moha#ty( 1092 (reports a decelerationinTFP 
growth in the 80s. It is also interesting to note 
that Mobaaty reports declining productivity 
in the presence of improved growth of output 
(value added). There is often a reluctance to 
accept this as a possibility. ICJCI (1994) 
reports negative growth till 1987. alter which 
a major turnaround ia reported. This study is 
however plagued by tbe problem of hairing 
measured (while being aware of h) the labour 
input in value terms rather than in quantities. 
Moreover, its data base is limited to the 
segment of the private corporate sector that 
is financed by the ICICI itself. Finally, there 
is Shrivastavs'i most impressive doctoral 
dissertation from Boston University. However, 
die results reported by him are not conclusive. 
When the growth-accounting method as 
followed by us is adopted TFP growth 
decelerates (and is negative after 1985-86, the 
year seen by Shrivastava as coinciding with 
liberalisation. On the other hand, when a 
production function is fit a higher rare of 
growth of TFP follow* from 1985-86. 
Nevertheless, we are pleased to mention that 
this study is the only other one to proceed 
via double deflation even though not 
consistently, nor is the weighting scheme for 
the input-price index made explicit, which 
must lead DboJakui and Dholakia lo, quite 
legitimately, quibble a bri. See Shrivastava 
(lorthcoming). 
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Is Political Economy Dead? 

Notices of the ‘death of political economy', in line with similar 
pronouncements that 'Marxism is dead’, are false. The relevance of 
classical political economy, and especially its Marxist variant, as a 
means of analysing problems of economic development remains 
undiminished. 507 

Lessons for Economic Reformers 

While eastern Europe has been the hardest hit because a system put in 
place over many years, which had guaranteed the basic needs of the 
citizens, was dismantled in rapid order under the diktat of the IMF and the 
World Bank driven by the western countries, the ensis of living standards 
posed by economic reforms is by no means unique to post-socialist 
Europe. What conclusions do we draw from yet another year of failure 
of market reforms to restore sustainable growth to most of the 
third world? 499 


People's Initiative 

The deadlock between India 
and Pakistan can. be prised open 
only by a non-governmental 
people's initiative. _ 483, 484 

Backseat for Ideology 

The absence of critical assessment 
of ihe developing reality, nationally 
and internationally, in the CPi(M;'s 
drall political resolution for the 
party’s 15th congress next month at 
Chandigarh shows that the party 
does not take seriously its 
professed goal of ideological 
renewal. _ 484 

Painful Readjustment 

Last month's developments in 
the money market show that the 
pangs of readjustment frpm a 
situation ol externally-injected 
excess liquidity to one of liquidity 
shortage, which began about 
three months back, have 
• become acute _ 474 

Archaeology and Deceit 

The World Archaeology Congress 
dispelled the illusion (hat there is a 
difference between the lumpens who 
demolished the Babn masjui and those 
who provide the intellectual input 
for bigotry and xenophobia. 481 

Emerging Southern Africa 

Relations among the states of 
southern Africa in the post-apartheid 
era will evolve according to the 
dictates of the new world order and 
South Africa will continue to be 
the fulcrum of this evolution 414 


Productive Engagement 

The importance of Bombay 
Doordarshan’s Marathi serial 
Paulnkhuna lay in its attempt 
to represent the legacy of social 
reform as the story of women's 
improvement In doing so. « 
forced us to come in terms with 
the way* in which television 
culture engages productively 
wnh the writing of women’s 
history today. S21 

No Model 

Surprisingly, we do not have a model 
for annual plan exercise* and the 
prioritisation to ne followed, though 
the sectoral allocation of resources 
by the planning system amounting 
to mure than a hundred thousand 
CTore rupees annually profoundly 
affects the future of the economy 
and the people _ 514 

Meo Women 

Women of the poor Moo community, 
scattered over a large area south of 
Delhi towards the Thar desert and 
largely composing small and middle 
peasants, are subject to customs 
which keep them economically 
sad socially backward. _ 494 

Conserving Biodiversity 

While there are many laws 
which allow for the conservation 
of biodiversity in India, many 
of the provisions cannot he 
implem en ted because of existing 
socio-ecortbmic and pohtKwl 
c o nstr ain ts 491 




LETTERS TO EDITOR 


‘Breakfast Revolution* 

THfc antics of Kellog one thought was too 
trivial a matter to either ponder over or 
commentupon. But when E/Wflanuary 28) 
devotes two columns of editorial space to a 
correspondent writing about the company 
with such single-minded enthusiasm, one is 
forced to do so. There is no doubt that the 
glowing presence of the food industry, and 
certainly die entry of multinationals, must 
be taken note of and understood. However, 
your correspondent, hydrawing attention to 
what 1 believe are tn vialities. in fact, deflects 
attention from more urgent and relevant 
issues. 

The impact of the the growing food 
industry on patterns of land use lias been 
pointed out hclinc. All these companies have 
created captive growth areas lor procuring 
raw materials. That this change in crop 
patterns, is linked to the consumption patterns 
in the population cannot also he ignored. 
And that the inc teasing consumption is taking 
place, mly in one small section, the "growing 
middle class' is also fairly clear. Again, that 
the increasing number of sunflower oil 
products is related to the "health conscious' 
urban middle and upper classes is obvious. 

But surely Kellog can't be credited with 
either discovering the tempting' "health 
conscious' market, nor even as it may well 
turn out. of making a killing on it? What we 
seem to have missed is that the Indian 
entrepreneurship had already discovered the 
growing middle class market a long time 
back and has been exploiting it. long before 
Kellog. a fairly small time player came into 
the picture. In fuel. Indian industry laid the 
groundwork for the entry of multinationals 
m this field. Not only that, it has also been 
doing its hit in attempting to influence food 
habits. Ready-In-use tomuln puree. orGits' 
kill mix. or MTR "puliogare" powder, or the 
multinational Maggi noodles, may not be as 
nutritious as the real thing, but they have had 
an impact on the "growing middle class'. all 
the' same: they have not replaced the real 
thing either. And that brings us to the second 
.x>int. The new and quick food market which 
will not just experiment hut will he constant 
users is likely to be the small section of 
households with working couplcs/parcnts 
who will use it to supplement other foods. 
They will pick up Kellog ’* cereal, as I 
would, to be used as an occasional replace¬ 
ment for tbc rcgulw breakfast, or to supple¬ 
ment it - let's not slight at the time g ained by 
not cooking a break fast Who else can afford 
to pay Rs 35 for «t250 gm of breakfast 
cereal? And this is htMly the ‘janata* which 
will he hought overhykeUog’s nutrition hype. 

Whether good or ^ad. changing food tastes 
are a part of the chapping life-styles. And 
yjsi, 


certainly the availability of new food products 
contributes to it. But then, the appearance of 
new food products itself is due to the in¬ 
creasing purchasing power of these sections 
which influences changing life-styles. To 
credit Kellog with changing food habits is 
bad enough. But to substantiate that point by 
an illustration from colonial history is 
ridiculous. First, tea is an energy drink; and 
it does kill appetite and therefore the toiling 
masses can continue to work even without 
adequate food. But then the ‘national habit’ 
of pan chewing. not surely introduced by the 
British, also achieves the same result. There 
is absolutely no evidence, even 'common 
knowledge' that the ‘decline in nutritional 
status' has occurred hecuuse ‘chai’ has re¬ 
placed the "traditional glass of milk in the 
morning' '.in any case, that tradition is again, 
probably, only confined to the north. II 
today even children (of working masses, for 
I can't imagine middle clnss children 
escaping the morning routine of milk) drink 
lea. it in because of the non-availahility 
(lack of purchasing power for) of milk. In 
tact tea is used as a weaning food, with the 
inevitable glucose’biscuit, because they are 
both cheap and available. Second, if 
children’s classics in Hnglish are any¬ 
thing to go by, lea was the standard ‘tea- 
time’ dnnk given to children in upper class 
households, in 19th and early 20th century 
Britain. 

It is unfortunate that in making Kellog the 
objcctof ire. the comment has missed out on 
the real issue. The growth of the urban 
middle class has engendered all sorts of 
change, and some of it it least has had an 
adverse impact on sections which are already 
poor. For instance, many years ago it was 
noted that the urban martlet for cheese and 
milk products served to make 'chaas' a 


cheap and nutritious drink, scarce in the 
villager of Punjab. Similarly the nutritional 
impact of the ‘white revolution' ta yet to he 
adequately studied. More importantly, wc 
urgently need to understand aod reckon with 
the impact of the growing food industry on 
the nutritional status of agricultural popu 
lations. Earlier, only commodities like 
groundnuts and sugarcane were considered 
‘cash crops’. Today, a whole range of other 
crop are also' cash crops ’: cereals (for Ke Hog. 
Mohan Meakin. W aheeda Rehman or Tarla 
Dal alh wheal, salt (now iodised), dais (where 
does the growing 'papad* industry get iu 
raw materials?); vegetables (Maharashtra 
suite's MAFCO frozen peas), etc. How i* 
this affecting the fortunes of the poor, 
marginal and subsistence farmers? It is a 
waxte of time and effort to he concerned 
about middle class food tastes and its 
changing nutritional status. It is a elnxs 
which has historically been well able to take 
care of itself. Nor is it possible to halt 
changing food tastes; that is a part of the 
cultural change we are witnessing. And then 
there are enough pm-nuirition movements - 
anti-milk, pro-egg. vegetariunism. etc - to 
eventually haluncc the argument without 
going the way the American middle clas. 
did. The more important issue is to ensure 
that the changes do not further impoverish 
the agricultural poor. For which effort 
unfortunately, the initiative can only he at 
the grass roots and not among those of un 
who may read about the 'breakfast 
revolution" over our "dosas" and "paratha/ 
suhzi' prepared mi doubt by the ideal 
nutrition-conscious, hardworking wife 
mother (and executive ?). or our "bais". 
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A Different Way of Seeing 


E VERY movement tri cm uk out for nock taking not 
only became k b an a n nivers ary; the need to twine 
the peat and determine perhaps a future direction emerge* in 
the ihoct of conlha t * M *. a oaaftnion connecte d with the 
fenMantton of the relevance of the aoveareat, and not its 
dirt i p at ioa The oogoing dehate on the why* and wherefo res 
of the women'movement. underway for sometime now, ire 
indicaiofs of sneb a turbulence. 

In the last couple ofyears, there has came upaceilaia strata 
ot opinion which avers that the wooea's movement has spent 
iiself out or that the issues it has raised have got to integrated 
into the tkamstieant that h ao longer merits a separate agenda. 
Thus, for ms ta ncc . feminism it is p o int ed ont is not a factor 
ihapinganrenfly dominant mnsctinc* of progressive thought 
ib India. Ago. it is no longer relevant in the context of 
progiesainaawwaaents. At another level however, worn en's 
issues ate now considered essential components of all 
'development* programmes. This accommodation is 
tonreiWHly projected as an indication erf me cnsNithtn rot’s 
desirable transformation, making it more sensitive so thereat 
pmhltii of the people. Then; is. then, a compeodinmof 
impressive gains: a stale department entirely devoted to 
women and their welfare; a women-oriented reproductive 
health policy; a slate policy for women, and; processes which 
have made a permanent place tor the stale's interaction with 
women. Hoe, by definition, the women’s movement is 
accorded a progressive pro-people label, ns an agent of 
transformation 

In other words, the movement's success in gaining 
recognition is itself a subject nf criticism, an iatbeator that it 
h as spe nt itself out. For, in order to obtain the acco mm odation 
by the state, it has had to bundle away its ideological 
framework, underemphasise dtcoreticalexercues, paper over 
discord and pull together various tendencies on issue-bared 
campaigns and coalitions. But it is the very fact of state 
recognition which has given it the space a n d the opportunity 
to expand as it has. What has come about is extraordinary. 
While the visible, vocal and largely metropolitan women s 
movement has wrested c o n c es s io n s from the state, at dm 
gnus roots, women have mobilised to make esc of there 
concessions, creme a apace for themselves, and un ba re 
deawaui for more concessions. Th&has happened cro n wh e n 
the state has tailored the concessions to inflict damag e on the 
dynamics of Are very process of creating a m o vem ent in 
opposition to die very founding principles of the stare, its 
class and patriarchal base. As, for instance, has h app e ne d 
with the atate-ppoosored women development prognmmes 
m several stares A stare-fimded and sponsored women's 


movement was and is s cootradictioo in terms, possible only 
if the movement is separated from its ideological bare. And 
yet, the d eli b er ate aod well-planned violence on the 'sat>in'. 
Baawari, in Rajasthan was just one defined example of not 
only the reaction of the power structures col hiding and 
supporting the stale and its institutioos. but of the challenge 
which it is now possible to articulate because of the 
mobilisation of women, which in turn has undoubtedly been 
facilitated by the concessions granted by the stale in response 
to the demands of the movement. While violence on women 
continues to be perpetrated even through newer supposedly 
progressive and democratic structures, the cognisance of this 
violence has been possible because of the movement If. then, 
today there is debate about what the real concerns of the 
movement are. then it is an indication of its diversity mid 
therefore its strength. 

The emergence ot the two somewhat parallel waves has 
made possible the articulation of feminist issues at different 
levels in different institutions Legal challenges have hero 
posed uncovering assumed realities, in a language which 
redetines issues from a standpoint hitherto unrecognised. In 
medicine and health care, the challenge has been to the very 
structure of the knowledge hose of generations of practice. 
The flowering of a distinctively feminist cultural ethos 
cannot be denied, posing a challenge to conventional farms. 
The fact that the advance of knowledge, and therfore of the 
beginnings of a change of practice has come about with the 
blessings often of international aid and movements, does not 
make it less significant. Similarly, the Chipko women 
emphatically underlined what is more or less taken lor 
granted today, the dose association of women with nature 
and of bow deeply changes in the latter affect their lives. It 
may perhaps be too soon to say this, but surely, no other 
progressive movement has been ablr to achieve this shake up 
in ihe knowldcge hare which is already being reflected m 
practice. 

However, there is no doubt that the women's movement m 
at (he crossroads. The absence of tbearetknl underpinnings 
is beginning to show. Whereas, the evolving of a diverse 
movement was madepossibte by perhqpsa tacfcoadeqptaymg 
of theoretical dtscasrions. the future of the movement now 
may itself be in Jeopardy because of this. Tbe movapsmu 
tacks a coherent unde rsta n ding of the hosts of women's 
oppression. There lacking substantive tvhaa work an 

t he oretical its ups width would provide an i nt egr a ti ve bare 
for the movement, a framework which will coalesce the 
different mads and tendencies. This poverty of thought has 
undoubtedly been portly a product of the re lu ct a nce of 
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progressive political movement* to either 
acknowledge the existence of and the need 
for an autonomous women’s movement or 
integrate feminist theory into a broader 
political perspective. Discussions in political 
forums have most often been on issues and 
rarely on concepts. It is ironical therefore, 
that the sharpest criticism about the lack of 
theoretical formulations in the women's 
movementshouki come from the progressive 
political movement. 

Feminism locates a different way of 
' seeing, and this is why it can identify the 
power structures which have been kept well- 
hidden by dominant sections. The question 
wc need to address is whether this different 
way of seeing and understanding, and 
therefore of mounting a challenge, can be 
subsumed into other ideological frame¬ 
works, enriching them. 

INSURANCE 

Misguided Priorities 

WHEN an objective history of the recent 
period is written, it will no doubt show that 
the American banking, financial and 
insurance companies’ desire to get an entry 
into the Indian market was one of the prime 
. motivating factors for forcing India to sign 
the Final Act of the GATT agreement at 
Marrakesh. A pressing issue in these 
deliberations was apparently the opening 
up of the insurance market, because the 
insurance industry has been facing a severe 
recession and pension funds, which are a 
major component of the life insurance 
business in tbc US have been facing stiff 
competition from mutual funds and other 
specialised financial institutions offering 
various financial products. Admittedly, the 
primary goal in naming some of the countries 
like India and Brazil in the hit list under 
Section 301 of the specially-introduced US 
Omnibus Tnide and Competitiveness Act. 
1988 was to bring these countries to the 
discussion table at the GATT negotiations. . 
As early as May 1989. India was targeted 
for attack under Supier 301 for having 
country regulations which were said to be 
discouraging foreign investment in services 
like banking and insurance. With the signing 
of the GATT agreement and a generally 
succumbing American pressure, India has 
its bands tied insofar aa the insurance sector 
is concerned. Un<{er the agreement, the 
market access obligation does not*permit 
India to impose quantitative condi bons s ueb 
as limiting the number of firms allowed m 
the insurance industry; likewise, under the 
national treatment obligation, it cannot, for 
instance, impose on insurance firms the 
requirement that reserves be held locally on 
the ground that this would otherwise worsen 
the conditions of competition for foreign- 
based firms. The reported signing of a 


. protocol ofunderstandisg between the Tatas 
and the American Insurance Group (AID) 
for netting up a joint venture even before the 
Malhotra Committee report on the insurance 
sector was tabled in parliament and before 
die government announced its decision cm 
the Committee’s recommendations seem, 
to say the least, intriguing. 

In the final analysis, the government 
decision will no doubt be entirely glided by 
the GATT agreement and by American 
influence on economic policy-making in 
India in the wake of a series of defence and 
political accords between the two countries. 
But the government is in something of a 
bind. For. if US busmen demands are to be 
satisfied, the government would have to be 
much more liberal than what the Malhotra 
Committee has chosen to recommend. For 
instance, the Malhotra Committee has 
specifically recommended that if and when 
the entry of foreign insurance companies is 
permitted, “it should be done on a selective 
basis"; they are required to float Indian 
companies for tbc purpose, preferably in 
joint venture with Indian partners. The 
report has also specified that the promoters ’ 
holding in a private insurance company 
should not exceed 40 per cent or be less than 
26 per cent of the total paid-up capital. 
Interestingly, a member of the committee 
and a former LiC actuary found it necessary 
to clarify that the report did not bar fully- 
owned foreign ventures. The chairman of 
the International Insurance Council of the 
US and head of the US insurance delegation 
■ which visited India recently, Edward 
Hanaway. has commented that "we cannot 
specify what percentage of equity we would 
want, but 40 percent is not enough”. Reports 
have suggested that the delegation also 
sought the rescinding of (be minimum 
capital requirement of R* lOOcrorefixcdby 
the Malhotra Committee and that US 
companies preferred a majority holding for 
joint ventures. 

Apart from the stiff opposition of trade 
unions and informed public opinion in India, 
the government is also faced apparently 
with a ticklish recommendation of tbc 
Malhotra Committee that the government 
shareholding in the LIC, the wholly slate- 
owned organisation, should be brougbtdown 
to SO per cent. A similar recommendation 
has been made in the case of the QIC and its 
subsidiaries - GiC should hive off the 
subsidiaries, its capital should be increased 
and with half of it to be retained by the 
government bbriouaiy, this contradicts the 
government decision to reduqa its equity 
holdings toS 1 per cent in (he case of selected 
public sector undertaking! generally. It is 
unlikely that the government can go even 
this far where banking and insurance are 
concerned, though Malhotra, the chairman 
of the committee has been singing s more 
aggressive tong, joining the discussions 


with the American ddBgation and hsMng 
the government to taka a quick decision on 
the entry of foreign insuranca firms. Ot> the 
other band, sensing carious opposition to 
the report, the government did not permit 
its officials to meet the US insurance 
delegation. 

Itisaomewbat intriguing that the chairman 
of the committee should be asking for quick 
implementation of only that aspect of his 
repost which seeks foreign entry. There are 
a number of issues raised in the report 
concerning the internal autonomy of the 
public sector institution* in the insurance 
sector which, in fact require more urgent 
attention. Though one may not quarrel with 
many of its recommendations, there is no 
doubt that the very conception ot the 
Malhotra Committee was based on teased 
considerations and hence based on biased 
perspectives. At the outset, the repast argues 
that the committee was appointed in 
furtherance of the initiatives in the areas of 
financial reforms covering the banking 
system and the capital markets, without 
explaining how this could be dovetailed 
into the broader objective accepted by the 
LiC. for instance, "to spread life insurance 
much more widely and In particular to the 
rural areas, and to the socially and 
economically backward classes”. 

While the performance of the LiC and 
the GIC and its subsidiaries has not been 
a model of efficiency, their business 
expansion after nationalisation, the 
diversified portfolio that they have built 
and the extent of special social group* aod 
social security schemes that they have 
covered, have been impressive. Tbc 
Malhotra Committee report does not contain 
a closer analysis of the costs and benefits 
nor of the uncovered g aps in rural insurance 
or insurance for the backward classes suck 
a weavers, rickshaw-pullers, fitbcrfolk 
tailors, beedi workers and ternary milk 
producers by the LIC. or in OfC’s mam 
socio-economic schemes such as cattle and 
livestock insurance, poultry insurance 


Corrigendum 


In the Advertisement for Research 
Positions in . the Vaikunthbhai Me bo 
Research Centre for Decentralised 
Industries, published in the Economic aid 
Political Weekly dated February 17-25 
199S on page 375 in paragraph 2, line 7. 
the sentence beginning with the word>| 
“Wide exposure" should read as under 

“Wide exposure to field conditions mj 
rural development aod rural industries 
enterprise development/managemc»> j 
programmes, and work of voluntary agen 
cies and with good knowledge of one >nd | 
more regional languages prefer r ed *‘ 
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rieuhartf pompaats inrorentin. crop 


tor***, etc, The ooaaaaOee i ff w aHy 
«vea that private and foreign firm* will 
dtberanluuttnaoeaqttallylacntive.lt 


t recommended that thenewentranta into 
- life inforaaee field tboo Id write a 


sciftod proportion of fees' buainc** is 


*1 area* and dud they tbould not avoid 
iting aoall policies. Also, fee geaenl 
urance companies* tbould maintain a 
anced portfolio and «hould not, in 
ticnlar. avoid writing motor insurance 
' coming rural non-tradition al business, 
ic perspective* with which the private or 
eign businca* enter fee financial sector 
vice* including insurance are any guide, 
new institution* will, without fail. 


Kentrate more on lucrative business to 
neglect of fee small customer and the 
al sector. In a society which offer* poor 
dal security facilities and wife a vast 


tamed business sector, the life os well as 
i«r»l insurance sector has to combine 
urance of both niche activities as well as 


>*c serving the vulnerable sections of 
;iety. This in turn implies that there is 
option but to go in for some degree of 
Mis- subsidisation as between different 
?cs of insurance under the same 
Ijvidual organisations. It would be in 
■ fitness of things if the government 
•es quick decisions on those sections of 
i Malhotra report which concern the 
'ilalisationuf existing institution!,, their 
(rational freedom and organisational 
Tonses to customer needs, including 
: appointment of an ombudsman lor the 


urance sector. 


IALI UNITY 

ther Motives 

.THOUGH the main Akali parties. Akali 
1 (Badal) and Akali Dal (Amritsar), have 
;idcd to merge by April 13, the merger 
>y fail to see fee tight of day. Kvcn if the 
rger comes to pass, it may begin to come 
it before long. 

rite kind of unity sought to be cemented 
April 13 has failed several times in fee 
it although it was achieved each time 
Jer the pressure of the head priest of the 
al Takht. When the (action leaders 
.ided to form their own parties, the head 
eat of fee time could do little to stop 
m. The unity this time too has been 
lined under the pressure of the bead 
eat, and the pressure was more on fee 
*U Dal(B). The other party escaped the 
route because it was itself instrumental 
starting the unity moves: although fee 
id priest, Msnjit Singh, was himself 
nested in bringing about unity, Ourcharan 
lb Tohra, president of fee SO PC and 
der of fee Akali DaKAJ, bad been goading 
n to hasten the process. Part of Tohra's 


motivation-wmtortop fe e g row in g influence 
of Akrii DaKB) under fee leadership of his 
main rival in Akali politics. Patkash Singh 
Badal;.pertly, he wanted to Xtmex the 
leadership of the unified Akali party 

Park sab Singh Badal, whose party was 
heading to became the main force in fee 
Punjab politics along wife the Congress, 
and who will not be the undisputed leader 
of the new party, would resent the loss of 
power and prestige fee unification would 
faring him, especially when there would be 
a corresponding increase in the power of 
Tohra. Even at a personal level, Badal 
does not easily cat bumble pie; if be bow* 
to undesirable pressure at one point, be 
finds a rea»oc to rebel to salvage his image 
later. 

More importantly, there is a serious 
disagreement between fee two parties over 
a matter of principle: fee attitude towards 
the ‘Amritsar declaration' which was 
adopted when all* factions barring Akali 
Dal(B) united last year to form Akali Dal( A). 
Although fee joint unity statement makes 
no mention of the declaration, there was s 
furious debate about it during the latest 
negotiations, and Bhai Manjit Singh and 
Sucha Singh Chhotcpur, the leaders 
representing the militant Simranjit Singh 
Mann who is in jail, atone stage walked out 
of the meeting: they were insisting that the 
Amritsar declaration, which takes an 
ambiguous stand for a separate Sikh state, 
could neither be scrapped nor amended. 
Akali DaKB). on the other hand, believes m 
greater autonomy for Punjab, along with 
other slates, and has always opposed the 
controversial declaration. 

Finally, the unity statement allows the 
two parties to retain their independent 
identities (ill April 1 3 and to hold certain 
specifically mentioned rallies in their 
separate capacities Akali D<t)(B> has already 
held one such rally on February 27 during 
which its leaders made no mention ot the 
coming unity but demanded, precisely, 
greater autonomy for Punjab Which may 
be interpreted as a sign of things to mmc so 
far as the unification of the two Akali 
parties is concerned 


INDIA AND RUSSIA 

Zhirinovsky’s Friends 

A RECENT survey shows that Vladimir 
Zhirinovsky, the leader of the Liberal 
Democratic Party (LDP), is. ax of now. the 
candidate most likely to become the next 
president of Ruaaia. The recent visit of 
Zhirinovsky to India and the s t a tem e n t* he 
made bare acquire significance in fee light 
of thi* finding. 

Pbihapa fee moat atartlkg. and Ifi « aaum 
fee moat wor ris o me . revelation tiffee visit 
waa Zhirinovsky's emphasis o feiimuci si 



relationship fee LDP would like to develop 
wife the BIP. The revelation wa* startling 
because moat of the foBowm of the LOP 
believe in the Russian Orthodox Church, 
whereas the BJP. despite fee pseudo-secular 
platform it occasionally attempts to 
appropriate, ts a Hindu fundamentalist outfit. 
The worrisome aspect of the revelation 
comes from the fact that the BJP is a major 
force oa the Indian political scene and. 
despite its currently dispirited state, its 
ascendance to power at the centre in future 
cannot be entirely ruled oui. 

This 'lUicome of the Zhirinovsky visit, 
however, should have been expected For. 
in spite of their different and seemingly 
conflicting religious backgrounds, fee LDP 
and the BJP manifest remarkable 
similarities in their ideology Both play 
upoD (he historical and rcligKi-fultoral 
sentiment* of. and seek to mobilise, a 
single community, which happen* to he 
the largest in number* m the nr respective 
countries. B oth dende and w »ot to suppress 
fee minorities Both are feudal capitalist 
and inward-looking in thtir economic 
outlook. Both share a male heavy and 
patriarchal attitude and arc therefore anti- 
feminist and overlook the interest* of fee 
weaker sections of society Finally, both are 
extremely national)-( and ungoist m their 
external pelicy 

In the context of South Avia, perhaps it 
was not purely coincidental that tins latter 
aspect of tiie shared world-view of fee LDP 
and (lie BJP came out mewl strongly in 
Zhirinovsky's statement*. While spelling 
out the likely strategic linkages between 
Russia and India of his s iston. be exhorted 
the latter to annex Pakistan and Bangla¬ 
desh which were at one time part of India. 
This exhortation had a likeness >o what 
Zhirinovsky would tdcaiiy want Russia to 
do once the LDP was placed in power 
there: expropriate tciritone* trsditiceally. 
dominated or controlled by Ru-sia to bring 
into existence once again, an imperial 
Russia 

Despite the fact that (he notion of an 
imperial Russia and of. what one may call, 
a greater India, sound* anachronisticm fee 
poet-cold war world, it cannot he dismissed 
a* the raving of a politician gone out of his 
mind - given the status of the LDP and fee 
BJP in contemporary Russia and India, 
respectively, and the proximity between fee 
two parties that the ZJurtnovdry's visit has 
brought to light. However what demand* 
greater attention t» feat even fee Congress 
which appumtiy shares very tmik wife fee 
ideology of the LDP. should attempt to 
warm-up to Zhirio o v ak y a* a future leader 
of Ruasia. Thi* befcovaom, which ntau 
primarily from Zhirinovsky'* pro- India 
attitude on Kaahmir. is not hkehr to mod 
India'* smaller neighbour* into throes of 
delight 
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HURRY. 

MONEY SAVED IS MONEY EARNED 
LAST FEW DAYS LEFT. 



SCHEME FEATURES :ft Tax Rabat* of 20% on Invaatmant mad# upto 
Ra.10,000/-. ft Repurchase facility after 3 years. ☆ Provision for 
Annual Income Distribution. ☆ No upper limit for investment. A No 
tax deduction at source, ft Assured allotment. 



Uadltana 0 ir: 
CANARA BANK 






CAMBANK MUTUAL FUND 



SCHEME CLOSES ON 31st MARCH, 1995. 


IV8K FACTORS:* CANPEP *96is only the name of the Scheme and do— not In pny m a n ner I n d to ats 
either the quality of the Scheme, its future pro ep ecte or the relume * Investments of CAM’EP *05 
funds in securities like equity sharee Me. ere prone to market votarittty, and subjec t to Imlted Hquidtty 
of securities market and political and economic considerations and Governmen t PoNcy * As with any 
investment in stocks and sharee the Net Aseet Value (NAV) of unite of CANPEP *96 and income, K 
any, can go up or down * There can be no a s su r an ce mat the objectives of the Schema can be 
achieved * The past pertormance of toe other schemes is no guarantee as to tie p erformanc e of the 
CANPEP *95 scheme * Canara Bank is not responses or Rable for any foes or shortfal reeuMng ftom 
the operations of any scheme of the Mutual Fund, beyond the Initial contrib u tion made by Canara 
Bank an amount of Re. 10 lakhs towards setting up of the fund.* Please read the Oder Doc u ment 
before investing. 



COMPANIES 


ETW Rcwardi FmomMmi 


kalyani steels 

Out of Recession 

KALYANI STEELS has performed satis¬ 
factorily in 1993-94 with net sale* going up 
by 5 per cent (Rs 5.7 crore) and net pmfu 
rising by 6 per cent, though operating 
profit fell by 24 per cent. Other income 
rose by 58 per ccm (Rs 5.14 crore) and nil 
taxation and a 71 per cent fall in intercut 
charge* helped in holding up margins A 
106 per cent (Rx 955 crore) fall in non¬ 
operating surplus and a 15 per cent (Rs 62 
lakh) increane in depreciation were detri¬ 
mental to the company's hottomlinc. A 
dividend of 40 per cent was declared for 
the year. 

Earning per share fluctuated at Rs K in 

1991-92. Rs 9 in 1992-93 and Ks 6 in 
1993-94. Depreciation to gross value added 
fell by 4 percentage points in 1992-93 
and then ruse by 18 percentage points in 
1993-94. Inventories grew by 31 per cent. 
Raw materials consumed to value of 
production has steadily risen from 47 per cent 
in 1991 -92 to 48 per cent in 1992-93 and 54 
percent in 1993-94. Sales to tuial assets fell 
from 59 per cent in 1991 -92 to 28 per cent 
in 1992-93 and 23 percent in 1993-94. while 
sales to gross fixed assets fell from 121 per 
cent to 58 per cent and 36 per ccm in the 
same period. Net value added to value of 
production fluctuated <«■ 25 per cent in 
1991-92. 34 per cent in 1992 93 and 10 
percent in 1993-94. Remuneration to em¬ 
ployees rose by 24 per cent in 1993-94. 
Inventories to sales fluctuated at 24 percent 
in 1991-92. 23 per cent in 1992-93 and 28 
per cent in 1993-94. Sundry creditors to 
current assets fluctuated at 19 per cent in 

1991- 92. 11 per cent in 1992-93 and IK per 
cent in 1993-94. Short-term bank borrowings 
to inventories fell by 28 perventage points 
in 1992-93 and rose by 15 percentage points 
in 1993-94. Debt-equity ratio fluctuated at 
191 per cent in 1991-92. 427 per cent in 

1992- 93 and 136 per cent in 1993-94 

The company has plans to set up Rs 200 

crore steel project using the mutt hla<t 
I'umace route, which will munutacturc 
billets, bars, rounds, etc Bharat Forge, the 
flagship company, will <.ynsurnc a part of 
the output, flic Company invested Rs 11 
lakh on tts research and development 
activities in 1993-94 

F1CHKR MOTORS 

In the Red StUI 

Fisher Motors was incorporated in 19X2 in 
technical and financial collahoraihm with 
Mitsubishi Motors Corporation and 


Mitsubishi Corporation. Japan, for the 
manufacture of light commercial vehiclesof 
6 ton gross vehicle weight. The company 
has been incurring losses for the past two 
years. The loss was lower in 1993-94 com¬ 
pared to the previous year. Net sales were 
up by Ks 21.39 crons (20 per cent) and 
operating profit by Rs 5.21 crore (410 per 
cent). Net prof ,lwa* down by Rs 9.78 crore 
(54 per cent). Depreciation and interest 
charges wen: up by 70 per cent and 5 per 
cent. respectively. Non-operating profit and 
other income fell by 78 per cent and 53 per 
cent, respectively. All these had a negative 
impact on the margins of the company. 
Bxports and imports increased by 162 per 
cent and 29 per cent, respectively. 

Debt-equity ratio fluctuated at 184 per 
cent in 1991-92. 268 per cent in 1992-9.3 
and 147 per cent in 1993-94. Short-term 
hunk borrowings to inventories fluctuated 
at 8 per cent in 1991-92, II per cent in 
1992-93 and I percent in 1993-94. Sundry 
creditors to current assets ratio after being 
steady for two years at 39 per cent increased 
by 2 percentage points in 1993-94 Sales to 
total assets fluctuated at 161 per cent in 
1991-92. 128 percent in 1992-93 ami 13.3 
per cent in 1993-94. while sales to gross 
fixed assets declined from 502 per cent in 
1991 92 to 380 per cent in 1992 93 and 
347 per cent in 1993-94. Inventories to 
sales fell by 2 percentage points in 1992-93 
and by 7 percentage points in 1993-94 Expirt 
to sales has shown steady increase by I 
percentage point in 1992-93 and 5 per¬ 
centage points in 1993-94 Raw materials 
consumed to the value ol production 
marginally fluctuated at 78 per cent in 

1991- 92 . 79 per cent in 1992-93 and 77 
per cent in 1993-94 Net value added to 
value of prcduclion fluctuated at 9 per 
cent in 1991-92, 6 per cent m 1992-93 and 
8 pet cent in 1993-94 Remuneration lo 
employee? ruve by 21 percentage points in 

1992- 93 and tell by 17 perventage points 
ill 1993-94. 

The reason for its loss, according to the 
company, was (he continued appreciation of 
yen. pushing up the cost of imported 
components, recessionary tendencies tit the 
industry, loss of production due to hike in 
customs duty on imports coupled with 
transporters' strike, high dvpvciaiiiui and 
interest charges. The commercial vehicles 
industry givw by 24 per cent m 199.3 94. 
Production was up by 20 per cent lor'the 
year. With a v ie w to finance the company 's 
customers, it has floated an Auto Finance 
Division 

Fochcr Motors invested Ks XI lakh in 
K and D in 1993-94, The major focus was 
on technology absorption, adoption and 
innovation. 


ETERN1T EVEREST 

Low Margins 

Eteroit Everest, of the Brussels-based fetcmit 
Group, manufactures fibre-based asbestos 
cement products. The company enjoys a 
market share of roughly 30 per cent. Net 
sales were up by 9 per cent (R» 9 45 crore >. 
operating profits were down hy 9 per cent 
(Rs I XK crore; and net sales by I per cent 
(Rs 14 lakh; Intense compel item and price- 
cutting have put pressure on margins Rise 
in othei income by 304 per cent (ks I 40 
laldl 1.1 all in interest charges by 25 per cent 
(Rs 16 ljkli). in depreciation by ) per cent 
(Ks 3 l.ikhi and tn taxation by 17 per cent 
(Rs I 60 crore l helped in arresting the fall 
in net profit Exports increased by 650 per 
cent (Rs 39 lakh; ami import shy 14 per cent 
(Rs 3 03 crore) A 30 per cent dividend was 
declared lor the year 

Debt-equity ratio showed aconcislcnt fall 
from K pei cent in 1991-92 lo 4 per cent in 

1992- 93 to 2 per cent in l<«3-94 Sundry 
creditors (o current assets fluctuated at 66 
per cent in 1991 92. n5 pn tent tn 1992-93 
and 72 per cent in 1993-94. Sales to total 
assets fluctuated at I 39pcrm 1991-92 147 
per sent ui 1992-93 and 1 35 per cent in 

1993- 94 Sales to gir> s fixed assets have 
risen steadily m the past three years (root 
311 per cent m 1991 92 Ur 329 per cent in 
1992-93 and 339 per cent in 1993-94- 
lnvcntories to sales, after being steady at 27 
percent during 1991-93. rose hy 4percentage 
points in 1993-94 Growth in inventories 
lWiujicJ.ii 124 percent in 1991-92. |9per 
cent in 1992-93 and 24 per cent in 1993-94 
Raw materials consul".d (o value of 
produt turn was :eady at 49 per cent from 
1991 -93 and then rose to 59 per cent in 
1995 94 Kciurn on investment grew by 4 
percentage punts in 1992-93 and has fallen 
by 6 percentage punts in 1993-94 Earning 
per shale fluctuated at Rs 13 in 1991-92. 
Rs (6 in 1992 93 and Rs K , n 1993 94 
Net value adJed to value of production 
rose by 3 percentage punts m 1992-93 and 
fell by 5 percentage punts in 1993-94. 
Remuneration to employees fluctuated at 
49 per cent in 1991-92. 38 per cent in 
1992-93 and 45 per cent in 1993-94. 

The company has plans to (msicrotsc its 
tee hn»4ogy and focus on marketing of internal 
panelling sad tow cost roofing aimed at the 
rural market The company also plans to 
embark on m expansion-<u«-diversifies***! 
plan. 

A new factory has been set up in Nssfuk 
to manufacture a range of cement-hased 
products for various appWsiKult in the bud¬ 
ding materials industry The plant is expected 
b? he cs until Bsshuted by the end of 1994 -95 
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Financial Indicators 

Kalymal 

_Stafa_ 

Hkfcar 

_Moton_ 

Stand* 

_Extra*_ 

Goodhue 

GodnJ 


March 

1994 

March 

1993 

March 

1994 

March 

1993 

March 

1994 

Match 

1993 

March 

1994 

March 

1993 

March 

1994 

Man 

1* 

Incranc/mpproprUtioas 

1 Net sales 

1105] 

10481 

12794 

10655 

11045 

10100 

20622 

17360 

10750 

817 

2 Value of production 

11221 

10722 

13049 

10232 

11704 

10380 

20334 

17266 

11142 

828 

3 Other Income 

1400 

866 

63 

136 

186 

46 

88 

58 

28 


4 Total income 

12621 

11608 

13112 

10368 

11890 

10426 

20422 

17324 

11170 

832 

5 Raw material s/stoies and spares 

consumed 

7802 

6798 

10073 

8115 

6808 

$424 

12570 

10543 

8147 

535 

6 Other manufacturing expenses 

2508 

2132 

841 

679 

313 

256 

644 

577 

1192 

173 

7 Remuneration to employees 

794 

642 

384 

370 

1410 

1264 

1316 

1226 

291 

29 

8 Other expenses 

-659 

-844 

1166 

1077 

1577 

1512 

3519 

2902 

1028 

6i 

9 Operating profit 

2176 

2880 

648 

127 

1782 

1970 

2373 

2076 

512 

30 

10 Interest 

706 

2489 

753 

716 

48 

64 

630 

575 

258 

27 

11 Gross profit 

1412 

1288 

-96 

-547 

1734 

1905 

1743 

1580 

551 

21 

12 Depreciation 

458 

396 

211 

124 

190 

187 

221 

63 

103 

10 

13 Profit before tax 

951 

889 

-307 

-671 

1544 

1718 

1522 

* 1517 

448 

10 

14 Tax provision 

0 

0 

0 

0 

730 

890 

700 

770 

0 


15 Profit after lax 

951 

* 889 

-307 

-671 

814 

828 

822 

747 

448 

10 

16 Dividends 

548 

455 

0 

0 

296 

148 

250 

215 

0 


17 Retained profit 

403 

0 

-307 

-671 

518 

680 

572 

532 

448 

lb 

Liabilities/aaaet* 

18 Paid-up capital , 

1479 

917 

2000 

1000 

987 

493 

715 

715 

1425 

122 

19 Reserves and surplus 

14881 

4519 

25 

25 

2743 

2' , 45 

3938 

3384 

,« 

4 

20 Long term loans 

22249 

23264 

2990 

2753 

102 

148 

1734 

1110 

1071 

86 

21 Short term loans 

4006 

3937 

979 

1307 

46 

37 

2162 

2195 

1644 

57 

22 Of which hank borrowings 

969 

375 

31 

308 

1 

0 

1694 

1710 

219 

19 

23 Gross fixed assets 

29982 

18069 

3679 

2799 

3256 

3069 

4253 

3190 

2306 

213 

24 Accumulated depreciation 

2803 

2093 

787 

584 

1749 

1564 

1313 

1075 

693 

62 

25 Inventories 

3179 

2422 

2375 

2736 

3519 

2826 

3746 

3785 

1369 

83 

26 Total assets/liabilities 

47066 

36860 

9619 

8281 

8180 

6848 

12876 

11132 

4994 

353 

Mhctfiucen items 

27 Excise duty 

880 

561 

1065 

1014 

62 

441 

5812 

5777 

82 

9 

28 Gross value added 

1650 

4121 

1311 

797 

3090 

3251 

3807 

3536 

1502 

102 

29 Total foreign exchange income 

32 

15 

1029 

402 

45 

6 

854 

525 

0 


30 Total foreign exchange outgo 

4204 

5967 

2019 

1590 

2414 

2116 

2096 

1479 

13 


Key financial and performance ratios 

31 Turnover ratio (sales to total assets) (%) 

2.3.5 

28.4 

133.0 

128.7 

135.0 

147.5 

160.2 

155.9 

215.3 

230. 

32 Sales to total net assets <%l 

25.9 

32.1 

213.4 

209 5 

284.8 

295 1 

241 2 

234.5 

257.1 

300. 

33 Gross value added to gross fixed 

assets (%) 

ft.* 

22 8 

35,6 

28.5 

94 9 

105.9 

89.5 

110.8 

65.1 

47. 

34 Return on investment (gross profit 

to total assets) (‘t-i 

30 

3.5 

-1.0 

-6 6 

21 2 

27.8 

1.3.5 

14.2 

11.0 

6. 

35 Gross profit to sales (gross margin) (%) 

12.8 

12.3 

-0,8 

-5.1 

15.7 

18.9 

8.5 

9.) 

5.1 

2. 

36 Operating profit to sales (%) 

19.7 

27.5 

5.1 

1.2 

16 1 

19 5 

11.5 

12.0 

4 8 

3. 

37 Profit before tax to sales i% I 

8.6 

8.5 

-2.4 

-6..I 

14.0 

170 

74 

8.7 

4.2 

1 

38 Tax provision to profit before tax ( *S ) 

0 0 

U.U 

0.0 

0.0 

47.3 

51.8 

46.0 

50.8 

0.0 

0. 

39 Profit after tax to net worth 

(return on equity) <%) 

5.8 

16.4 

-15.2 

-65 5 

21.8 

25.6 

17.7 

18.2 

30.5 

8. 

40 Dividend (3fc) 

40.00 

50.00 

0.00 

000 

30 00 

30.00 

35.00 

30.00 

0.00 

O.C 

41 Earning per share (Rs) 

6.43 

9.69 

-1.54 

-6.71 

6.25 

16.60 

11.50 

10.45 

3.14 

0.6 

42 Book value per share (Rs) 

110,6 

59.3 

10.1 

10.3 

37.8 

65.7 

65.1 

57.3 

10.3 

10. 

43 P/E ratio (based on latest and 

corresponding last year's price) 

17.1 

14.4 

-37.5 

0.0 

26 7 

12.2 

17.4 

19.1 

. 0.0 

0. 

44 Debt-equity ratio (adjusted for 

revaluation) (%) 

136.0 

428.0 

147.7 

268.6 

2.7 

4.6 

37.3 

27.1 

73.0 

6*. 

45 Short term bank borrowings to 
inventories (%) 

30.5 

15.5 

1.3 

11.3* 

0.0 

0.0 

45,2 

45.2 

16.0 

2.1. 

46 Sundry creditors to sundry debtors (%) 

58.0 

62.1 

129 7 

120.8 

451.4 

522.4 

118.4 

131.9 

51.2 

370. 

47 Total remuneration to employees . 

to gross value added (%j 

48.1 

15.6 

29.3 

46.4 

45.6 

38.9 

34.6 

34.7 

19.4 

29- 

48 Total remuneration to employees t 

to value of production (%) 

7.1 

6.0 

2.9 

M 

12.0 

12.2 

6.5 

7.1 

2.6 

3. 

49 Gross fixed assets formation (%) 

65.9 

124.0 

31.4 

12.J 

6.1 

10.0 

33.3 

29.5 

8.0 

1. 

50 Growth in inventorieft (%> 

-- - 

31.26 

0.58 

-13.19 

-2i.il 

24.52 

19.29 

-1.03 

-4.99 

64.35 

-6.6 
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OOODLASS NEROLAC 

Enlarged Capacity 

Ooodlui Nerolac Paints is a 72-year old 
Bombay-baaed company engaged in (be 
manufacture of paints, enamels, varnishes, 
oils, pigments, colours, alkyds and resins. 
Net sides increased by 18 per cent (Rt 32.62 
ctote) in 1993-94, operating profit by 14 per 
cent (Rs 2.97 crate) and net profit by 10 per 
cent (Rs 75 lakh). Taxation fell by 9 per cent 
(Rs 70 lakh) but depreciation and interest 
charges were up by 2S0 per cent (Rs 158 
crone) and 9 per cent (Rs 55 lakh), respec¬ 
tively. Other income was up by 51 percent 
for the year. But for the rise in depreciation 
and interest charges the margins would 
have been higher. A dividend of 35 per¬ 
cent was declared for the year as against 30 
per cent in the previous year. Exports and 
imports were up by 70 per cent (Rs 3.41 
more) and 40 per cent (Rs 557 crore), 
respectively. 

Sales to total assets increased steadily 
from 151 percent in 1991 -92 to 155 per cent 
in 1992-93 and 160 per cent in 1993-94. 
Saks to gross fixed assets fell from 802 per 
cent in 1991-92 to 544 percent in 1992-93 
and484percent in 1993-94. Sundry creditors 
to current assets rose from 32 per cent in 

1991- 92 to 37 per cent in 1992-93 and 40 
per cent in 1993-94. Return on investment 
fluctuated at 11 percent in 1991-92.14 per 
cent in 1992-93 and 13 per cent in 1993-94. 
Gross saving to groat capital formation fell 
try 45 percentage points. Raw materials 
consumed to value of production fell by 4 
percentage points in 1992-93 and rose 
marginally by 1 percentage point in 1993-94. 
Export to sales grew by 2 percentage 
points for 1992-93 and 1993-94. Earning 
per share rose from Ra 6 in 1991-92 to 
Rs 10 in 1992-93 and Rs 11 in 1993-94. 
Net value added to value of production 
fluctuated at 16 per cent in 1991-92. 20 
percent in 1992-93 and 17 per cent in 
1993-94. Debt-equity ratio rose by 10 
percentage points in 1992-93and 1993-94. 
Short-term bank borrowing* to inventories 
was 54 per cent in 1991-92 and has 
since then been steady at 45 per cent in 

1992- 93 and 1993-94. Remuneration to 
employees stood at 39 per emit in 1991-92 
and has been steady at 34 per cent during 
1992-94. 

The company's new unit at Kanpur with 
a licensed capacity of 15,000 MT for the 
ma nuf actu r e of paints, enamels and var¬ 
nishes commenced commercial prod action 
in August 1993. The two wholly-owned 
subsidiaries, Saureshtra Paints' and GNP, 
fared satisfactorily 


OODREJfOODS 

Rise in Sales 

The Bombay-based Godrej Poods has done 
well for the year. Net sales were op by 3! 
per cent (Rs 23.8 crore), operating profit by 
70 per cent (Rs 2.11 crore) and net profit 
by 318 percent (Rs 3.41 crore). A marginal 
fall in depreciation and interest charges by 
7 per cent, nil taxation, and a 57 per cent 
increase in now-operating profit helped in 
increasing margins.Other iacome fell by 30 
per cent. Imparts were op by Rs 13 lakh. 

Debt-equity ratio increased steadily for 
the past three year* from 43 per cent in 1991- 

92 to 68 per cent in 1992-93 and 73 per cent 
in 1993-94. Sundry creditors to correct aaaeti 
was steady si 34 per cent from 1991-93 but 
fell by 25 percentage points in 1993-94. 
Short-term bank borrowing* to inventories 
declined by 12 percentage points in 1992- 

93 and by 7 percentage points in 1993-94. 
Sales to total assets fluctuated at 201 percent 
in 1991-92,230per cent in 1992-93 and215 
per cent in 1993-94, while sales to grow 
fixed assets steadily increased from 355 per 
cent in 1991-92 to 382 per cent in 1992-93 
and 466 per cent in 1993-94. Inventories to 


sales fluctuated and 11 pereeotm 1991 -92. 
10 per cent in 1992-93 and 12 per cent in 

1993-94, Raw materials consumed to valae 
of prodnetioa fell by 18 percentage points 
in 1982-93 sod increased by 9 percentage 
points in 1993-94. Earning per share 
increased fromRs 0.87 in 1992 : 93 to Rs 3 
in 1993-94. Return on investment showed 
a rise by 6 percentage points. Net value 
added to the value of production registered 
a sharp increase of 10 percentage points in 
1992-93 and then grew marginally by 1 
percentage point in 1993-94. Remuneration 
to employees fell from 150 per cent in 
1991-92 to 29 pet cent m 1992-93 and 19 
per cent in 1993-94. while remuneration to 
employees td value of production remained 
steady al3per cent during 1991 -93and then 
fell tty 1 percentage point in 1993-94. 

The company has agreed to be the Indian 
distributor for the Blue Diamond almond 
growers of California Heinz. Conagra and 
Grand Met are the three food giants who 
have been seeking atie-up with the compmiy. 
Grand Met initially plans to launch its 
Pillsbury range of food products in India. 
The company is also to introduce fresh finit 
juices in tetrapack containers for the domestic 
and export markets 
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OUTSTANDING BOOKS 


WORLD EDUCATIONAL DEVELOPMENT SERIES 

V. K. Rao, R.S. Reddy (Ed.) 

1 to 15 Vote. Set Rs. 4900 
GLOBAL EDUCATION SERIES 

Singh & Sharma (Ed.) 

1 to 10 Vote. Set Rs. 5150 
MODERN LIBRARY SCIENCE SERIES 

l.M. Goswami (Ed.) 

1to5Vots.SetRs.2440 
WORLD ENVIRONMENTAL SCIENCE SERIES 

R.K.Sinha (Ed.) 

1 to 5 Vots Set Rs 1405 
CASTE CULTURE AND SOCIETY SERIES 

Vtrendra Prakash Singh (Ed.) 

1 to & Vots Set Rs. 2400 


i j Serve Inchon Pubfohing—Buy Inchon Books . 


COMMONWEALTH PUBLISHERS 
4376/48, Amort Rood, Moran led Street 
New Delhi-440002 Phone . 3272544 
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CURRENT STATISTICS 


BFW Ritwrtk Foi»il»t|<N|, 


Fowl** direct investment (PDI) appro'vale Had tcucfaed Rs 27,470crate (S *-76 billion) op to the end of 1994, tacMbt 1* 5,230 cure ($ t 4l Mttyon) 
ofGDR proposals in 1994. Actual FDl inflow was Rs 5,783 crore ($ 1 54 baiioa), over 50p« cent of it in 1994. Abortone-fourth of FDl approvals m 
in power and ofl refiaiag, 13 pet cent in electrical and ne e -electrical machinery and 7.5 per cent in transportation induatty. Agro baaed iaduetiaa, 
financial services, hotels and (curiam and miaoeUaneous services have attracted nearly one-third of total FDl Abootdt par cent of FDl approval* hewn 
pone to Maharuhtra, Gujarat and Delhi, with UP (0.6 per cent) and Bihar (0.3 per cent) jetting a!moat nothing. 

Macroeconomic Indicators 


(Mien N mu ben «f Wholesale 
Price* (1981-82=100) 


All Commodanevt 
Primary Article* 

Food Article* 

Non-Food Article* 

Brel, Power, Light and Lubricant* 
Manufactured Products 
Food Product* 

Food Index (computed) 

All CommoditM* (Average Bari*) 
(April-February 18, 1995) 


Coat of Living 


Weight* Feb IS, 
1995 


Over 12 Mocth* Fiscal Yew So Fw 1993-94 1992-93 1991-92 19)0-91 
Later) Previous 1994-95 1993-94 


100.0 

284.3 

1.1 

11.5 

9.3 

10.1 

9.4 

10.8 

7.0 

313 

296.1 

1.2 

15.7 

8.9 

14.3 

10.2 

114 

3.0 

17.4 

320.1 

0.0 

13.6 

17 

14.2 

5.0 

4 A 

5 A 

101 

326.8 

3.5 

210 

20.0 

16.6 

19.3 

24.9 

-1 A 

10.7 

281.4 

0.0 

1.6 

13.1 

1.2 

12.6 

13.1 

15.2 

57.0 

278.2 

1.2 

11.1 

8.7 

9.4 

8.3 

9.9 

7.9 

10.1 

275.2 

0.1 

10.1 

115 

9.2 

11.4 

113 

6.8 

27.5 

303.6 

0.0 

114 

53 

12.4 

7.1 

7.0 

5.8 

100.0 

267.5 

- 

8.6 

8.0 

15 

8.1 

8.3 

10.1 


Latest 



Variation (Pi 

irCeat):P 

tast-to-Point 


Month Over 
Month 


1993-94 1992-93 1991-92 1990-91 


Latest Previous 1994-95 1993-94 


Industrial Workers (1982=100) 

291* 

0.3 


Urban Non-Man Eng> (1984-85=100) 

240 IC 

0.8 

11 

Agri Lab (July 60 to June 61=100) 

1297 ,J 

0.9 

1 



Money and Banking (R* crore) 


Money Supply (M.) 

Currency with Putjlic 
Deposits with Banks 
Net Bank Credit to Govt Sector 
Bank Credit to Comml Sector 
Net Foreign Exchange Assets 
Reserve Money (Feb 10.1995) 

Net RBI Oedic to Centre 
Scheduled Commercial Banks (Feb 17. 
Deposits 
Advances 

Non-Food Advances 
investment* 


Fiscal Yew So Per 1993-94 1992-93 1991-92 

1994-95 1993-94 


502890 

9*008 

399976 

217228 

272210 

70645 

165409 

96712 

1995) 

362981 

196900 

183248 

148356 


7218(1.4) 
1474 (1.5) 
3532 (0.9) 
144 (0.1) 
4796 (1.8) 
849(1.2) 
-1864 (-1.1) 
-564 (-0.6) 


69324(16.0) 
15810(19.2) 
51136(14.7) 
13442(6.6) 
35007(14.8) 
16918(31.5) 
26787(19.3) 
-71 (-0.1) 


56076(15.3) 
12157(17.8) 
43591 (14.7) 
30291 (17.2) 
14102 (6.4) 
14881 (59.6) 
22631 (20.4) 
6632 (6.9) 


2973(0.8) 47849(15.2) 42287(15.7) 
3514(1.8) 32482(19.8) 10026(6.6) 

3629 (2.0) 29737 (19.4) 5599 (3.9) 

299 (0.2) 15833 (11.9) 25079 (23.7) 


66741 (18.2) 
13925 (20.4) 
51601 (17.4) 
27548 (15.6) 
17068(7.8) 
28775 (15.3) 
27*43 (25.1) 
263 (0.3) 

46560(17 3) 
12436(8.2) 
*272(5.7) 
26*67 (25.4) 


49344 (15.5) 
7175 (11.7) 
41741 (16.3) 
17975(11.4) 
32141 (17.1) 
3726 (17.6) 
11274(11.3) 
4257 (4.6) 

37814(16.4) 

26390(21.0) 

24317(20.1) 

15460(17.1) 


51653(19.4) 
*050 (15.2) 
43392 (20.5) 
1*070(12.9) 
16225 (9.4) 
10645 (10(16) 
11726(12.4) 
5904(6.7) 

38216(19.8) 
9291 (1.0) 
9127 (8.2) 
15131 (20.2) 


hifi Nwriiif rf hjbtriil Weights 

Production (1980-81=100) 


General Index 

100.0 

' Mixing and Quarrying 

11.5 

Manufacturing 

77.1 

Electricity 

11.4 


1994-95 


1993-94 1993-94 1992-93 1991-92 1990-91 19*9-90 1918-89 1987-88 


1 232.8 (8.0) 

2156(3.8) 1 

1 219.4 (61) 

2065 (3.0) 1 

) 224.4 (8.3) 

207.2(3 1) 1 

i 301.2 (7.7) 

2*1.5 (1.6) 1 



Capital Market ,995' 


BSE Sensitive Index (1978-79=100) 3528 

(-114) 

National Index (1983-84=100) 1707 

(-10.9) 


Forrign Trade Dec 


Exports: R* crore 
US Seen 
Imports: Rscrcse 
USSmn 

Non-POL US $ mn 
Balance at Trade: Rs crore 

USSmn 


1994-95 So F« 
Trough Peek 


1993-94 

Trough Peak 


1992-93 


Bad of Fiscal Year 
1993-94 1992-93 1991 92 


3779 2281 4285 

(65.7) (-46.8) (266.91 

1830 1021 1968 

(790) (-48.1) 0541) 


1991-92 1990-91 


1994-95 


57503 (16.9) 
1*328(16.9) 
63114 (23.9) 
20339 (23.9) 
16131(33.1) 
-630* 
-2011 


.1993-94 


49182 (31.1) 
156*1 (20.0) 
51477 (1.4) 
16413 (-1.3) 
12121 (-14) 
-2295 
-732 


69547(29.5) 
22173 (194) 
f2*06(M.9) 
23212(6.1) 
17456(106) 
-3259 
-1039 


536*1(214) 44042(35.3) 
1*537(3.1) 17*66 (-1.5) 
63375 (32.4) 47851 (10*) 
21*82(12.7) 19411 (-194) 
15782(113) 14047 (-22.2) 
-9687 -3*09 

-3345 -1545 


32533 (176) 
1*143(91) 
43193 (22-0) 
24073 (13.2) 
1*045 (3.1) 

-10640 , 
-5930 



Rs crore 
USSma 


61650.0 40914.0 47626.0 -234 207364 140244 207184 27450 5385 10823 -1383 

196534 130*24 151764 -1374 65714 44774 
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MONEY MARKET REVIEW 


Pangs of Readjustment 


The rather painful readjustment cf the money market, from a situation 
of externally-injected excess liquidity to one of liquidity shortage, has 
been seen in (a) selling pressure on equities, PSU bonds, UTI units and 
gilt-edged; (b) drying up of die market for such money market . 
instruments as bills and CP; and (c) firming up of interest rates, both 
short- and long-term. 


Macro Backdrop 

THE event* of February in the money market 
seem to show that the pangs of readjustment 
from a situation of externally-injected excess 
liquidity to that of domestic liquidity shortage, 
which began about three months ago, have 
become acute. For about a year and a ha] f since 
Match 1993, the Reserve Bank of India (RBI) 
injected approximately Rs40,000crore of cash 
into the system by purchase of foreign currency 
assets at a uniform rate of Rs 31.37 per US 
dollar so as to ensure a certain level of export 
no Stability. Of this sura, nearly one-half was 
attributable to inflows of portfolio capital which 
■enented a situation of abundance in the money 
market and disproportionate appreciation of 
equity prices in the capital market. Secondly, 
once the foreign institutional investors (Fils) 
began to book profjts and to generally shift 
their attention from the emerging markets to 
markets in the US and other developed 
economies, equity prices have plunged to lower 
levels, as a result of which investments made 
' iy corporate* and Indian financial institutions 
at snick and could not be unwound. This in 
turn hat apparently compelled the corporate 
rodies to dislodge their holdings of US-1964 
units of the Unit Trust of India (UTI). thus 
imposing a heavy repurchase obligation on the 
JTL Though the UTI has denied that it was 
resorting to heavy telling in the share markets 
to pay the corporate sector, it cannot be disputed 
that this whole episode has contributed to the 
drying up of liquidity in both the capital and 
money markets, thus bringing into sharp focus 
he growing integration of these two legs of the 
inandal market with the immense potential for 
Vstahrhsatioc of both the markets which the 
aXh orit ie s, who are assiduously promoting and 
aning such an integration, may not care to 
ecognite. 

finally, much the larger part of the liquidity 
eaeraled orat^of portfolio inflows has been 
next up bylhe government essentially to finance 
is whopping revenue deficits in 1993-94 and 
994-95 (though tfer-iiiuJ outcome this year 
, yet to be known). This became an extremely 
uuveaieat outlet for banks to deploy their 
eposit resources in the form of excess 
nvestment in SLR securities when theirlending 
activities were hamstrung by both supply 
constraints emanating from capita] adequacy 
uid other prudential norms for commercial 
mdmg imposed on them by the RBI and 
onand constraints due to sluggish industrial 
ictivity up to the end of March 1994- 


76 


The above situation has undergone a dramatic 
change in recent months. The authorities' 
measures to restrain capital inflows have 
coincided with a drastic curtailment of portfolio 
investment by the Fils. In turn, the reduced 
■ foreign inflow combined with (a) the re assertion 
of the Indian economy’s highimport propensity 
(non-POL imports rising by 32 per cent in 
1994-95 so far) and (b) sluggish domestic 
saving has suddenly tended to upset the liquidity 
scenario. Simultaneously, there has occurred 
a massive demand for hank credit from the 
commercial sectors. On the one hand, faced 
with serious contractions in budgetary 
allocations, the public sector undertakings 
(PSUs) teem to be drawing upon their credit 
limits with banks, and on the other, the bigger 
private sector companies have alto beenforced 
to rely on larger amounts of bank credit in 
replacement for GDRs, CPs and other forms 
of earlier non-credit borrowings. (Corporates 
generally had a low credit bate as for three 
years their borrowings had been sluggish). The 
government's massive borrowing programme 
of Rs 25.700 crore (including 364-day treasury 
bills) for 1994-95 was predicated on the 
persistence of abundant liquidity . Now, there 
is a backlog uf about Rs 5,000 crore essentially 
due to a large shortfall of Rs 10,637crore under 
364-day treasury bills; there is of course excess 
borrowing of Rs 5,597 crore under conversions 
and zero coupon bonds. Besides, disinvestment 
of the government's equity holdings in PSUs 
has so far fallen short by Rs 1.300 crore of 
the target of Rs 4,000 crore. Also, the strain 
on liquidity has been considerably accentuated 
by over Rs 60,000 crore of primary issues 
during the past two years in the form of public 
and rights issues including private placements 
through bonds of public sector bodies and 
financial institutions. These demands on the 
financial system were in part stimulated by the 
earlier abundance of liquidity which cannot be 
met now in the face of an all round shortage. 


The process of re a tBo e tma a l to the neu 
ritual ion of stringency it mm in (a) tforinc 
and all round telling pressures on corporal: 
equities, PSU bonds, units of UTI and gilt 
edged securities; (b) drying up of the toarke 
for such money market instruments as bills ant 
commercial paper (CP); and (c) substantia 
fuming up of interest rates,both short-term am 
tong-term The authorities have been fotcet 
to formalise the up-trend in market intern* 
rates contrary to their earlier hope of pushing 
down the rates so as to help rcvive economii 
activity; this they have been forced to do alii 
because the inflation rale hal furthe 
accelerated, almost threatening to produce < 
crisis situation. While freeing the leading rate: 
of scheduled commercial banka for credit limit : 
of over Rs 2 lakh in October 1994, thr ;, u 
had justified it on the ground that “perhaps the 
beat period for deregulation of interest me; 
would be a period when inflationary pressure: 
have abated’'. While interest talcs were required 
to be brought down on grounds of economii. 
revival, its deregulation was certainly 
premature. Within a span of about three to foui 
months, the RBI has Men compelled to raise 
the maximum interest rates on term depositi 
of hanks by 1 percentage point to 11 percent 
as of February 10 tbit year precisely on the 
ground of an accentuation of the inflationary 
situation. This has been immediately followed 
by banks and financial institutions stepping up 
their prime lending rates by 1 full percentage 
point to 14.5 per cent, 15 per cent or 15.5 per 
cent, as the case may be. 

The severity of the growing money market 
stringency and the complexity of thr 
readjustment process to the new situation it 
reflected in the RBI having to pump as much 
as Rs 3.000 crore in December/January and 
another Rs 3.100 crore in February into the 
money market for brief periods through thr 
DFHI and STC1. despite hs inflation and 
primary money growth anxieties and despite 
its conviction that “the credit expansion has 
dearly been excessive to what i* warranted 
by the developments in the real sector*" 
(S S Tarapore. deputy governor, RBI. in s 
speech delivered to the Pune chapter of thr 
Indian Banks’ Association in early February!. 
As referred to earlier, this year credit expansion 
may be justified un the ground that it hu 
occurred over a low base as, for the pieeediog 
three years continuously, bank credit expanses’ 
hat been unduly poor and that the expansion 
may also have been in replacement of many ■ 
non-bank credit source* the corporates had 1 


Table 1; Daily Quotations in Call Money Kat*s (Pi* Cent) 
S Mru STATuncALCHAXAcmianrs 




f Daily Top-Bad Quotation* 


Daily Quotation* o< 








IfiriraandLowi. 
Ian 95 


Sept 94 

Oct 94 

Nov 94 

Dec 94 

fan 95* 

Feb 94 

Meal 

25.62 

7.36 

9.61 

11.84 

22,16 

16 Jl 

17.46 13.17 

Standard deviation 
Coefficient of 

25.08 

3.46 

3.16 

9.95 

19.87 

9.68 

15.31 8.64 

^variation 

(percentages) 

97,09 

47.01 

32.M 

84.04 

86.92 

59.72 

88.09 63,07 

•Revised 1 
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arlier. iioch a* the ODR*. commercial 
(CP) and bill* rediscounting. Banka have 
cen disrovtslmg a part of their excess 
inveatmcnt*. 

tote significant fact ia that there i* a 
g asset ■ bahiUl y mu match among at some 
as they are said to have overextended 
;l vea beyond their deposit base and relied 
lively on money market borrowing* - a 
1 refrain now of the Reserve Bank of 
But this it a situation of the authorities' 
eatton;they have considerably increased 
umber of institutional and other 
>ants in tbe overnight money market, 
ilarty in a situation where there is some 
A rale regulation on bank depools The 
toney market ought to have remained 
ially an interbank market, thus forcing 
u n cia l institutions and corporate* with 
a funds to opt for marketable instrument s 
money market like CP and bills 
ousting and even PSU and other bonds, 
7 bills and government securities, all of 
could have received an impetus and 
uently some depth in trading. This ha* 
re verted by the current policy of alio wing 
larsicipants in the overnight money 
This has created another unhealthy 
on in that there is now a free flow of 
between the money and capital markets 
those investment and other financial 
I ions like the UTI, l JCaadGIC permitted 
icipate in the call money market have 
n vest me its in corporate equities. Above 
at lability of their float funds also in the 
oney market undoubtedly entires banks. 


particularly the foreign banks with a limited 
deposit base, to borrow and to extend credit 
even if it is far beyond prudent limits. Having 
thus unbolted the door after the hone hat fled, 
obviously the authorities' bemoaning of asset- 
liability mismatch i* a cry in wilderness. 

Be that as it may. the growing mismatch 
between banks' assets and liabilities is evident 
from the fact that the quarterly incremental 
credit-deposit ratios of scheduled commercial 
banks, which ranged from 11 per cent to 42 
percent during each of the six quarters in April 
1993 to September 1994, jumped to 158 per 
cent in the quarter Odober-Dectmher 1994 
and furtherto a whopping 244 percent between 
end-December and February 17. The non-food 
credit expansion work* out to R* 30,533 wore 
or 20 per cent in the current fiscal year so far 
a* against R* 5.600 crore or 3.9 per cent in 
the corresponding period Iasi year It is true 
that during the recent period banks have retired 
a part of Iheir excess SLR investment which 
fell from Rs 1,51,093 crore towards end- 
Decemhci 1994 to R* 1.48.356 crore as of 
February 17 

Given the shortage of liquidity, there has 
arisen a stiff competition for deposits, with 
some banks offering the maximum me of 11 
per cent (or the earlier 10 per cent) for the 
shortest tenure of 46 days on deposits. Banks 
have also resorted to other ways to generate 
funds, one among them being the costly 
cent fleatea of deposit (CD*). Corporation Bank 
announced an issue of Rs 400 crore in lanuaiy. 
In February it issued an advertisement for 
attracting deposits through tbs route and also 


flat ksetf credit mod front CUSL. OtUrn 
Bank of Indus too has announced an issue of 
Rs 1,000 more worth of CDs. The respons e 
to both the** issues is not known. i 

D 

Market Developments 

Him BsnbwAitK Rate* roe Call Money 

After witnessing turbulence in December 
and January, the call money market opened on 
a quiet note in February but tin* did not hut 
long, as by February 6 it had already touched 
13-14 per cent. Further, unlike in the previous 
months, the benchmark rate prevailing on 
majority days of the month has turned out to 
be as high as 15 per cent (Graph A). Apart from 
tbe growing stringency in the market, hanks' 
anxiety to satisfy the new requirement of 
mainuimng 85 per cent CRR on a daily basis 
for tbe first 13 days of a reporting fortnight 
seems to have played a role. However, the 
expected narrowing of the volatility in call 
money rate* a* a result of tbit measure is yet 
to be achieved (Table 1). Also, interestingly 
tbe intra day rates have begun to show larger 
volatility. Now the daily rues invariably open 
higher than the previous day’s level. firm up 
as the day progresses and get settled at lower 
levels toward* doting hours. This is due to tbe 
fact that tbe deficit banks have to barrow 
doing tbe day to be able lo satisfy tbe 85 per 
cent CRR on a daily basis. The month of 
February has also seen the reinforce mere of 
the Stale Bank of India's monopoly positron 
in the money market a* financial i nni t u ti on* 
like the UTI were abort of liquid funds. In 
general, the money market players do express 
uneasiness about the mooopobsuc data that 
both the SBI and the UTI command. 

In the firxt week ending February 3. Use 
tingle-dig it call rarer led several banks to repay 
the II per cent export refinance to the RBI 
This week saw a contraction of Rs 7.346 crore 
in RBI credit to hanks nod oumaaenid sector. 
Besides, the RBI returned jo subset^bers Ac 
over-subscribed amount on the last zero coupon 
bond auction and *ome 364-day treasury htlis 
matured during tbe period. Due to a decline 
in the call tares, the forward premia for the US 
dollarintbe Indusiinter-hank market remained 
soft though null above 6 percent for six OMtShs. 

TV second week of the moreh began to 
reflect tightness as the me* rose from angle- 
dipt level* in the previous week to 14-15 per 
cent, la tbe eariy part of the week, the Stare 
Bank was not tending in the market; User when 
it started lending. tV me* came down to 
11.75*9.00 per amt by February 10. By then 
most banks had covered then p o a ssn n by 
borrowing under repot through the DFM and 
STC1 to hedge against possible VflhcaB rates 
There was a R* 4,92‘ crore use in RBI credit 


Tuu 2 : Cau Mawt Rates 
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Doles c{ Auctions Period to Maturity ie Ascoadtsg Order 


to banks and commercial lector during the per cent in the tecoad and 15.27 per ceai in the call money Market aad the RBI it repotted 

week ended February 10. The period aboeaw the third week (Tsbk 2). The actual rates ruled to have pumped in Rs 2,000 crorc on February 

aa upward movement in forward preaua for generally between 15-16 pereeatouFebniaty 15 aad again another Its 1,500 Mate the 

the US dollar ris-a-vi* the rupee following the 14, 25-40 per cent on February 13 aad 25-10 fotlowiag day. With there deve l opmen t ! o» 

shortage ofdoOardueMicra/ialo a aharp drop per cent oa February 16. The iadicarioa that the aupply aide aad wkh neat haafca covennj 

in pre-shipment export credit in foreign the SB1 tuned a b or row er aad recocted to their positions by the reporting F rida y <* 

currency at the coal advantage war almost borrowings from DFHJ aided the maritet February 17, the caO rates am that day tipped 

wholly wiped out wkh the cost of forward sentiment. Apparently, the SBI wjp using its to 0.23-2.00 per cent, 

cover working oat to nearly 13 per cent, that mpee reactances to buy foreign eirhsngr largely Again, during the third wtaeh of February Il¬ 
ia, 8 per cent lending me and 6.5 per cent on behalf of oil comp ani es and the defeoce 24. the caD money rales remained Bran la the 

forward premia. _-;y. establishment, which genemBy attempt to tiee range.of 13.00-15.50 per cent - a ekustim 

The February 11-17 weak saw again sudden up their budget for the fiscal year. In fset, stray which continued tiO Urn end of the month, 

finning up of the call kfng rates d e s p i te it csB money g u ot m ioaa were reported to be as reflecting the persistence of sfl rotted shoftagf 

beotg the second lip ofths fortnight; the KBPs high se 30 per cent on February 14 aad 60 per ofBtpadky. Financial Institutions Mb* the UT1 

weighted average of cad Mbs steadily moved cent on the next day. This was the period when could not participate acttalyinlht cal) moaev 

upfront 10.91 per ceat in the first week tol3.23 the SBI aad UTI were generally hbseut from market as they themselves were carh-SUafp«<) 
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tf chinny (hie period that the UT1 was 
rted lu repurchase about R> t .1 SO crate 
l of US-64 until. Though the UT1 dan tied 
hit re pure haw conttituted only about 6 
ent of the US-64 corput of R* 18,000 
, there wa» no gaiMaying that, as referred 
liter, it did create tome stringency in the 
-y market. Besides, it is reported that with 
lax-concession* for inter-corporate 
end* hitherto received on unit* almost 
nated and with interest rate* ruling high 
there a* in the inter corporate deposit 
et (ranging from 14 to 25 per cent 
tding upon the risk profile of a company t. 
irate funds have stopped flowing into the 
The UT1 has slopped selling US-64 units 
nks and corporates directly since July 
and instead it has introduced a separate 
5 scheme principally lor the corporate 
■* with a minimum subscription level ol 
crate. A* a result, corporates have been 
ng out of thar current holding of US 64 
which has tended to depress then prices 
below the repurchase price of R* 17.90. 
totally, as at the end of June 1994, 
irate bodies held 63.14 per cent or 
<50 crore out of a total otaxanding unit 
tl of Ra It,800 crore under the US-64 
nc (including the rights offer of about 
75? crate). 

xmoocm Exchantc Mouch Una 

a mirror image of the short-term dumesttc 
y market, forward premia in the foreign 
nge market has nor only finned up during 
rndt hut also suxainedaxidibiirntamchniaik 
fried premium, of dan* 6.5 per cert for 
-mtanhUSdoBarrupeeswaptransactHio* 
ly. the forward premium was around 6 per 
*hea the call money n*c.« were soft ha 
(her it generally remained around or above 
rcenu to s reXsa gly, desprte marker rumour* 
valuation and such other uncertainties, 
vn aaam to have gone ahead with swap 
tctt of six months, thus generally pushing 


up the long-term premia dunng the period (Graph 
B). while the premia forthecash/spct transactions 
remained moderate almox throughout the month 
except the fag end of the month when the cash/ 
spot purchases of foreign exchange increased 
(Graph C). 

Towards the last 10 day* of the month, there 
occurred considerable unsettling of the foreign 
exchange market essentially due to a scramble 
fur foreign exchange; it was reported that even 
the havala rate for the US dollar had shot up 
to a high of Rs 36 per dollar The scarcity war 
reflected in the rupee-do Uar exchange rale in 
the inter-hank market touching Rs 31.47 thus 
piercing the recent high of Rs 31.45 reached 
in November 1944. Cash/spol purchases of the 
dollar due to the year-end bulk demand for 
foreign exchange by oil companies and defence 
purchases seem to haw already begun to be 
fell in the weakening of the rupee; it u obviously 
serving a* a major factor at the margin for 
liqtadiiy shortages in the money market 

Also, during the lax 10 day* of the month, 
the forward premia for the US dollar was 
nuuiyarncd at a high level of over 6.38 percent 
(*ix months) due to heavy offering of six- 
month forward sale by exporter* even when 
there was large-scale import demand. The 
month end alto saw a scramble fur the dollar 
as a result of which the rupee experienced one 
of the mod volatile days {February 24) and 
rupee-doUar touched Rs 31.3850 

Oh* Majucet OrwunoKs. 

On February 3. the Reserve Bank announced 
the sale price of Rs 98.33 for the 12 per cent 
gov er nme nt paper maturing in 1999 AlaYTM 
of 12.51 percent (be offer was attractive when 
compared with the YTM of 12.39 per cent 
offered by the market on similar paper, that 
is, xera-coupcNi bond 1999. TV offer was in 
contrast to the 6.25 per cent 1996 stock part 
on the sale list towards the end of January by 
the central bank, which evoked ao ret p n n * t 
'as As yield was below market eapecixresva. 


The RBI was able to tell only Rs 25 crate 
worth of 12 percent 1999 security xRs 98.33 
on February 7 a* the market got the belter of 
the deal and improved the yield to 12 53 pet 
cent a* against the RBI's 12.5)37 percent by 
offering a price of Rs 98 28 the next day. 

On February 24, the Reserve Bank revised 
its sale price of 12 per rent 1999 security to 
# R* 98.40 This meant a YTM of hboiX 1253 
per cent. Even after the improved yield, (he 
market did not respond favourably. The 
purchase of zero coupon bond* 2000 at the 
issue price of Rs 54. however, evoked much 
response with the market off loading Rs 265 
crore worth of this security over two days, 
February 23 and 24. back to the Reserve Bank 
At the i**ue price the YTM was 12.8587 pet 
cent on the first day and had improved to 
128661 per vent on (he r oad day. 

Pmmaky Most A\>ctions 

Daleii Snitnlifi 

The month began with the auction of Gve- 
year zero coupon bond* for a notified amount 
of Rs 2.000 crore maturing in the year 2000. 
The Reserve Bank floated the rcsUe on January 
28. As it turning the tide againx the market, 
the auction received more than lull reap nor, 
14 2 hid.* nere received for as aggregate amount 
ofRs 2.393.30 crate. Of these. 1 On huh worth 
the notified amount of Rs 2000 crate at a ox 
off price of Rx 54 were accepted. This w-utted 
ots to a yield of 1271 per tern. The Reserve 
Bank had paid a yield of 1275 per cent fit 
the five-year aero coupon b*nd issued in 1994 

As n turned out fate*, ihe nucha had at* 
expected the g o v er nm e nt so relent to the matter 
denwndoflagher yield bU had pi* ia.be amount 
and expected tcjelltm. To flex xapwe, the 
Reserve Bank upped the yield onwadnsMy and 
acoepred bid* i^ to Rs 23)00 crate. HsWglsa 
caught onawmes. the make* looked for a way 
out and off loaded Rs 265 erase need* af mr> 
coupon bonds 2JOOO >a favour of the Romm 
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Bank as no* at h opened if purchase window 
cm February 7. 

'/-Day Treasury Bills 

There were the usual four weekly auctions 
of 91-day treasury bills during the month and 
two fortnightly auctions of 364-day treasury 
sills. Forevea a notified amount of Rs SO crore, 
the Reserve Bank found it increasingly difficult 
to attract response despite hiking the yield rale 
at each successive auction for the 91-day 
treasury bills. The cut-off yield on this paper 
was raised from 11.10 percent in auctions of 
anuary-end or early February to 11.48 per 
rent towards the month end. This was a clear 
1.25 percentage points more than the cut-off 
ield rates a year ago. Even when the interest 
rates were ruling very high, the highest cut- 
aff yield accepted on this instrument was only 
1.10 per cent in April 1993. Since then it 
Heartily declined for more than a year and a 
talf. until September 1994. What is more, 
fcspite such high return for investors, the 
imount bid at the cut-off price (or higher) was 
puny at Rs 2-4 crore in each of the February 
ructions, whereas last year the RBI obtained 
is much as Rs 400 crore each. The only saving 
race was that one stale government kept on 
ubscribing as a non-competitive bidder for Rs 
0 crore and walked away with a substantial 
mtion each time (ranging from Rs 46 to Rs 48 
rore| to book reasonable profits (Table 3). 

'4-Day Treasury Bills 

Similarly, Ibe response for364-day treasury 
ills too was extremely thin. By the end of the 
sonth. the government paid almost the same 
He of return an 364-day bills as it paid on 
1-day bills. The cut-off yield rales on 364- 
ay bills at the two auctions of February were 
1.23 percent and 10.48 percent respectively; 
e latter rale has been the highest ever offered 
athe 364-day treasury bill since its inception 
i April 28, 1992, the eariicr highest being 
i .42 percent offered during auctions of April- 
me 1992. Last year, the corresponding rales 
ere 10.75 per cent and 10.63 per cent. Total 
noun! collected during February this year 
ainst these auctions was Rs 30 crore as 
ainst Rs 3,028 crore in February 1994 
able 4). 


Repo Auctions 

The only one repo auction undertaken during 
the mooth also came to naught as (he Reoerve 
Bank received only one bid and that too wu 
rejected (Table 5). As the purpose of the 14- 
day repo operation of the central bank wan to 
even out liquidity in the money market, it 
seems to have outlived its utility particularly 
after the prescription of 85 per cent CRR 
maintenance by biutks on a daily basis; the RBI 
has not undertaken the second repo auction of 
the month. 

Implications for limits on Ad Hoc 
Treasury Bills 

The distinctly poor response to 91-day and 
364-day treasury bills even after offering the 
highest ever yield rates has a lesson to offer 


k |kn 'aCBtaiti. 

amw w msn t between the geessnaeai and tha 
RBI oondnd ed an Septesuboc9,i994 to Unit 
the use of ad hoc treuury bills for financing 
the budget deficit to Rs 6,000 crore during 
1994-95 and to phase out the automatic 
monetisation of the budget deficit in the 
subsequent two years; from 1997-91, this 
instrument is to be totally abolished. Under the 
agreement, if net issues of cut hoes exceed 
Rs 9,000 crore for more than 10 consecutive 
working days during the current fiscal year, 
the RBI would automatically reduce the level 
of ad hoes by auctioning treasury bills or by 
selling fresh government of India dated 
securities in the market. The government will 
easily sail through the current year as its 
dependence on the RBI so far has been limited 
but tome similar ceilings, probably somewhat 
lower, for the next two yean, 1995-96 and 


Table 4: Auctions of 364-Day Tkeasiisy Bills 

(Amount in rupees, cron) 


Date of 

_Bit 

iTwvWwl 

—BifeActWMl_ 

Out-olf 

Cut-off 

Audio* 

No 

Face Value 

No 

Face Value 

Price 

Yield Rate 



(Amount) 


(AmouBt) 

(Rupees) 

(Percent) 

1994 







Feb 2 

120 

3840.00 

36 

1713.00 

90.29 

10.75 

Feb 16 

131 

3459.00 

31 

1315.00 

90.39 

10.63 

1995 







Feb I 

11 

27.00 

9 

24.00 

89.90 

11.23 

Feb 15 

9 

11.00 

5 

6.00 

89.70 

11.48 


Table 5: RBI's Reuwchase (REPO) Auctions 







(Amount in rupees, crore) 

Dale of 

Repo Period 

Bids Tendered 

Bids Accented 

Cut-off Repo 

Auction 

in No of 

No 

Face Value 

No 

Face Value 

Yield Rate 


Days 


(Amoral) 


(Amoral) 

(Per Cent) 

1994 







Jan 7 

14 

27 

1148 

17 

902 

6.25 

Jan 21 

14 

6 

166 

T 

35 ' 

6.25 

Feb 4 

14 

39 

2612 

15 

1317 

6.20 

Feb 18 

14 

15 

742 

9 

477 

6.20 

1995 







Jaa 6 

14 

I 

10 

All rejected 


Jae 20 

14 

1 

' 5 

All rejected 


Feb 3 

14 

1 

5 

Ail rejected 

• 


Table 3: Auctions of 91 -Day Tkeasuxy Bills 


(Amount in rupees, crore i 


ate of 
action 

Notified 

Amount 

(Rupees) 

Btds Tendered 

Bids Accented_ 

Subscript! os 
Devolved 
on RBI 
(Amount) 

Cut-off Cut-off 
Price in Yield Rale 
(Rupees) (PerCeat) 

Amount Outsundimc (Rupees)* 

No 

Face Value 
(Amount) 

No 

Face Value 
(Amount) 

Total 

Wafa 

RBI 

Outside 

RBI 

.14 












Feb 4 

400 

41 

536 

32 

400 

0.00 

97.93 

8.46 

355ft 00 

$19.00 

2961.00 

Feb 11 

400 

47 

705 

20 

400 

0.00 

97.95 

8.37 

375a00 

589.00 

3161.00 

Feb IS 

400 

34 

572 

27 

400 

0.00 

97.95 

8.37 

395 a 00 

589.00 

3161.00 

Feb 25 

"'5 

400 

50 

1576 . 

21 . 

400 

0.00 

97.98 

1.25 

415000 

519.00 

3561.00 

Feb 3 

50 

13 

21 

2 

3.5 

0.00 . 

9130 

11.10 

1646.00 

37025 

1275.75 



( 1 ) 

(50) 

( 1 ) 

(46.5) 







mb 10 

50 

9 

9 

4 

4 

0.00 

91X1 

11.23 

1446.00 

37025 

1075 75 


- 

U) 

( 50 ) 

0) 

(46) 



• 




Feb 17 

50 

9 

9 

3 

3 

0.00 

9133 

11.40 

1246.00 

332.25 

913.75 



( 1 ) ■ 

■ -(50) 

(1) 

(47) 







Feb 24 

50 

9 T 

*ypi 9 

2 

2 

0.00 

912\ 

1148 

1046.00 

223.00 

823.00 

_ L. 


(i) A 

^*00) 

(!) 

(41) 








•ma is batten re p re ss * numbed sa d s re c wMi rfioa-coMpellOvcbtds whkb are tot ddeded in tfr total. 
On tstaada g amou n ts roc estreated tor afi waaka at F ris mmy 1995. 
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I39687,w« have serious impMonthw* forthe 
money market rates, u also general me* of 
intercut la ike economy. 

Seeow>M* Mamxt 
NSE end SGL Transaction* 

The secondary market. especially the 
repo* in government paper. witnessed 
considerable activity during the month. Though 
substantial amount* were traded in dated 
securities and 364-day treasury bill* through 
outright tale*, the amount* recorded ia repo 
deal* far outpaced outright tranaaction* 
(Appendix Table). Of the total amount of SGL 
tranaaction* worth R* 8,403 cture in February, 
a* much a* R* 6.083 cture, or 7X4 per cent, 
wa* in the form of repo*. Among the repo 
tranaaction* alio, a nomewhat larger amount 
wax traded ia government aecuritie* than in 
treasury HU*. In fact, on day* done to the 
reporting Friday*, phenomenally high level* 
of ovar K* 1.000-2.000 ctvre were transacted 
in repo* of dated tecuritie*. 

The action of bank* dearly indicated that 
they uaed the repo mode of tranaaction* to 
overcome their problem of short-term liquidity. 
The preference for large amount* of repo* in 
govern meal aecuritie* despite holding of R* 
30.000 cture worth of exce** SLR tecuritie* 
*lso indicated that the return* on thi* paper Mill 
make the holder* keep them rather than tell 
them off. 

Slate government paper al*o was actively 
traded. Though in term* of amount* the deal* 
constituted only a fraction of the total value 
traded in gift-edged paper, in term* of number 
of deal* state government paper was quite 


significant. The securities of Maharashtra. 
Kerala. Andtex Pradesh. Gupral. Tamil Nadu. 
Bihar sad Weta Bengal mere active in the 
secondary market. Thie indicated that the hank* 
and iartiturioes parting with state government 
securities were anxious to minimise their !oi«e», 

if any. 

The National Stock Exchange performance 
continued to be atabte with a large gap bet ween 
the order value and the traded value (Table 6). 
though the size of trading in February has been 
significantly higher than in earlier month*. The 
NSE data also reveal that the setting pressure 
on money market instruments pent Med during 
the month. 

Increasing Inversion of the field Curve 

The phenomena of rising yield* on various 
money market instruments and the yields of 
short-term government paper rising at a faster 
pace than those of long-term securities, thus 
contributing to an inversion of the yield curve, 
began in last December. These phenomena 
have not only persisted in the month* of ianuary 
and February but have got further intensified 
with the spread between yield* on short-term 
and long-term securities getting increasingly 
widened. Generally, in February the yield* to 
maturity for 91 -day treasury HU* worked out 
to over 15 per cent. those for 364-day treasury 
hill* worked out to 1X5-13 percent and those 
for dated government securities 12-12.8 per 
cent. As graphs E. P and G clearly indicate, 
the inversion of the yield curves is getting to 
he very distinct. The literature on yield curve 
based on the experience of wivanced countries' 
money markers tells us that an inverted yield 
curve derived flora secondary market 


transactions generally portends m usaumus 
sign of a slow-down in ectmomtc activity; with 
expe ct a t ion* of weaker real income growth, 
interest rates ia general and short-term rales 
in pa rticular s h oul d decl in e. These cxp e c USi os u 
are also associated with an expected fall in 
inflation rale. In India, the secondly market* 
lack technical depth and are alsocanuuMed by 
a few large operators , they face various other 
structural disabilities. Hence, it is diffiadi to 
read too much i ato their expectauowd abthtics 
The oaly statement that can be made with 
certainty is that the money market in Indus has 
been facing increasing stringency and that the 
operators in it are using various short-term 
iBMfumeoi* to cope with the situation. 

Giber Instruments 

Otheri nMiumenu, such a* commercial paper 
certificate* of deposit and commensal biili 
remained steady during the month. Dunng the 
aecood reporting fortnight of the month, 
however, the rales firmed up by a full one and 
a quarter percentage points imhcatiag the 
overall firmness prevadiag M the short-end of 
the market. 

Commercial paper for 90 days ia the 
secondary market was quoted ia the range 
of 12.25-13.75 per cent , there were no quotes 
for 180-day paper Commensal paper issued 
by BPL. Kouk Matandra Finance. SAIL and 
Volta* were traded in small amounts. 
Interest mgly. the rates on this uulnaneni firmed 
up in the second fortnight of the month aad 
ranged between 13.50-|4 X5 per cent. 

Certificates of deposit remained steady at 
13-15 per cent for one-year paper. There 
were no quote* for 91 -day paper. Typically. 


Tasis 6: Ukiiations or National Stock Exihamos (NSE) dwuno FraauAav 1995 


Descriptor* 


-i±- 


Order 


Actual 

Traded 


Week ending February Amount in Cron of Rupee* 

-12_UL 


Oider 


Actual 

Traded 


Order 


Actual 

Traded 


Order 


Traded 


Buy 

Sell 

Total Amount Buy 

Sell 

Total Amount Buy 

Sell 

Total Amount 

Buy 

Sell Total Amount 

Treasury biB* 
i) 91-day bill j 

.. 

. 








. 




. 

til 364-day HU* 132 75 

149.75 

2*2.50 

102.75 

141.00 

14100 

212.00 

131.00 

75.00 

7000 

145 00 

4500 

25.50 

8550 

IllOO 25.50 

Sub-total: 

Traded value 132.75 

149.75 

282 50 

102.75 

141.00 

141.00 

282.00 

131.00 

75 00 

70.00 

145 00 

45.00 

25.50 

8550 

111.00 2550 

Dated securities 

A GO! securities 
t) Convened 141.17 

116.17 

257.34 

41 17 

10.00 

5000 

60 00 

10.00 

172.001 

172.00 344.00 

102 00 

3590 

50.90 

8680 35.90 

til Regular 

20.00 

20.00 

- 

- 

- 

- 

- 

10.00 

10.00 

2000 

1000 

45 14 

45.14 

90X8 45.14 

nit Zero coupoe 

B State govu 

slocks 5 56 

- 

- 

- 

97.60 

117.60 

215X0 

97 60 

45.00 

90 00 

135.00 

35.00 

13.00 

18.00 

31.00 8.00 

15.56 

21 12 

0.56 

0.16 

X16 

2.32 

0.16 

1.07 

l 07 

2.14 

1.07 

0.11 

0.11 

0 22 0.11 

.Sub-total: 

Traded vahte 146.73 

151.7.1 

298 46 

41.73 

107.76 

169.76 

277.52 

107 76 221.07273.07 

501.14 

148.07 

94 15 

114 15 208.30 89.15 

(■su bonds 

t) Tax free 6 69 

35.69 

42.18 

6.69 

12.00 

75.00 

*7,00 

1200 

1900 

6200 

81.00 

1400 

12.50 

14.50 

6700 1250 

it) Taxable 10 09 

106 18 

116.27 

0.0* 

10.32 

90 32 

100 64 

10 32 

1 46 

41.46 

42 92 

1 46 

1 32 

11 32 

1X64 132 

Subtotal: 

1 faded Yah* 16,7* 

141.87 

15*65 

677 

22.32 

165.32 

1*7.64 

22 32 

20 46103 46 123.92 

1546 

13 82 

65 82 

7964 1382 

t 'isaowtcad ptqssw 

- 

- 

- 

21.00 

21.00 

42.00 

21.00 

- 

- 

- 

- 

2600 

2600 

5X00 2*80 

Debenture* 0.30 

- 

010 

~ 

075 

- 

0.75 

- 

1,15 

0.95 

x*o 

0.95 

2.91 

276 

5.67 2,76 

Hosting ndt bonds 

- 

- 

- 

- 

1000 

1000 

- 

- 

- 

- 

- 

- 

- 

- 

<'ert Skate* of 

deposits 




_ 


_ 






• 



Grand Mai 

(vokwae) 296,56 

441H 

73991 

151.25 

292X3 

50708 

799.91 

28X08 

325.38 447Al 

77286, 

83948 

16238 

294X3 

45661 IS? XI 


-»No trading 
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Anwcoc Table: SacotcAW Tmmmcikim at Gilt-Boobd S bcwuhbi: RBI'» SGL Data 


(Amount in ntpttsert 


Descriptions 


24 

Week ending February 1995: Yield to Maturity on Actual Trading 
17 10 

3 


And 

YTM 

CY 

Amt 

YTM 

CY 

Ana 

YTM 

CY 

Amt 

YTM 

CY 

1 Treasury Bflb 













A 91-day bills 













i> Feb 18.1995 

- 

- 

- 

75.00 

15.02 

• 

- 

- 

- 

- 

- 


ii) Feb 25,1995 

- 

- 

- 

- 

- 

- 

1.00 

15.11 

- 

- 

- 


iii) Mar 4.1995 

- 

- 

- 

- 

- 

• 

4.00 

15.16 

- 

- 

- 


Sub-total (volume) 

- 

- 


75.00 

15.02 

- 

5.00 

15.15 


- 

- 


B 364-day bills 













i) Feb 17.1995 

- 

- 

- 

5757 

14.16 

- 

80.10 

1220 

- 

1Z27 

13.54 


ii) Mar 3.1995 

112.23 

12.56 

- 

89.04 

12.17 

- 

45.70 

12.50 

- 

14.00 

12.29 


iii) Mar 17.1995 

69.77 

12.68 

- 

35.20 

12.74 

- 

14.00 

12.61 

- 

26.00 

12.44 


iv) Apr 3. 1995 


- 

- 

14.00 

13.34 

* 

- 

- 

- 

- 

- 


v) Apr 28, 1995 

305.00 

13.38 

- 

31.50 

1320 

- 

- 

- 


18.01 

12.33 


vi) May 12. 1995 

5.00 

12.97 

- 

10.80 

12.88 

- 

10.00 

12.81 

- 

0.50 

11.97 


vii) Jun 9.1995 

- 

- 

- 

7.00 

12.91 

- 

- 

- 

- 

- 

- 


viii) Aug 18. 1995 

5.00 

13.21 

- 

15.00 

12.72 


10.00 

12.78 

- 

20.00 

1227 


ix) Sept 1,1995 

45.00 

13.28 

- 

30.00 

13.16 

- 

28.00 

13.07 

- 

94.50 

1222 


x) Sept 30, 1995 

* 

• 

- 

- 

- 


6.00 

13.00 

- 

- 

- 


xi) Oct 27,1995 

1.00 

13.06 

- 

- 

- 


- 

- 

- 

- 

- 


Sub-total (volume)* 

543.00 

13.11 

- 

290.11 

12.98 


193.80 

12.55 


185.28 

1224 

. 

2 GOI Dated Securities 













A Converted (Per Cent: Year) 












i) 12.00.1995 

38.00 

12.51 

12.04 

65.00 

11.87 

11.99 

195.00 

11.77 

11.99 

6.29 

11 46 

11.96 

ii) 12.75,1996 

75.00 

13.02 

12.79 

35.00 

12.86 

12.77 

22.06 

11.99 

12.65 

17.90 

12.12 

12.67 

tii) 12.00.1999 

5.00 

12.61 

12.24 

- 

- 

- 

10.00 

1223 

12.21 

5.00 

11.97 

11.99 

iv) 12.50.2004 

- 

- 


- 

- 


4.50 

11.82 

12.05 

- 

► 

- 

Sub total (volume) 

118.00 

12.84 

12.53 

100.00 

12.22 

1226 

231.56 

11.82 

12.06 

29.19 

11.95 

12.40 

B Regular (Per Cent: Year) 












i) 8.25.1995 




10.00 

11.99 

8.44 

10.00 

11.66 

8.43 

35.00 

11.77 

8.44 

ii) 11.75.1996 




- 

- 

- 

- 

- 

- 

3.00 

12.12 

11.67 

iii) 11.25.2005 




- 

- 


- 

- 

- 

51.30 

13.37 

12.75 

iv) 11.50.2010 




- 

- 

- 

0.30 

12.43 

I2Z8 


- 


Sub-total (volume) 




10.00 

11.99 

8.44 

10.30 

11.68 

8.54 

89.30 

12.70 

11.02 

(A+B)* 

118.00 

1Z84 

12-53 

110.00 

12.20 

11.92 

241.86 

11.82 

11.91 

118.49 

1222 

11.36 

C Zero coupon (Pfer Cenl: Year) 












i) 0.00,1999 

81.60 

13.05 

11.27 

16.00 

13.03 

11.33 

35.00 

12 82 

11.22 


- 

- 

D RBI’s open market operations 












i) 1200,1999 

- 

- 

- 

- 


- 

ZVOO 

1221 

12.20 



- 

ii) 0.00,2000 

265.00 

12.86 

12.73 

- 

- 

- 

- 




- 


(A+B+C+D) 

464.60 

12.89 

12.42 

126.00 

12.30 

11.84 

301.86 

11 96 

11.86 

118.49 

12.52 

II 36 

3 REPO® 













i) 91-day T bill 

- 

- 

- 

- 

* 


- 

- 



- 


it) 364-day T biO 

1058.00 



725.00 

- 

- 

213.00 

- 


58.00 



iii) Govt securities (Per Cent: Year) 











1200,1995 

111.00 

- 

- 

119.00 

- 

- 

50.00 

- 

- 

54.95 



12.75,1996 

351.00 


- 

1604.00 


- 

25.00 

- 

- 

5.00 



12.00.1999 

92.00 

- 


282.00 

- 

- 

45.00 




- 


12.50,2004 

477.50 


- 

473.00 

- 

- 

349.50 





- 

Zero coupon 

30.00 



* 









Sub-total (volume) 

2119.50 

- 

- 

3203.00 

- 

- 

682.50 

- 



* 


• Excluding RBI’s 14-day repos 












4 State Govt Securities 













Sub-total (volume) 

6.02 

11.27 

11.32 

9.36 

11.93 

11.99 

272 

11.87 

1Z07 

8.43 

11.3.3 

1122 

Grand total (volume) 

3133.12 



3703.47 



1185.86 



430.15 




Total for the to 
of February 1 
Aim YTM 


75.00 

1.00 

4.00 

80.00 

149.94 

260.97 

144.97 
14.00 

354.51 

26.30 

7.00 

50.00 

197.50 

6.00 

1.00 

1212.19 


304.29 

149.96 

20.00 

4.50 

478.75 

55.00 

3.00 

51.30 

0.30 

109.60 

588.35 


15.02 

15.11 
15.16 
15.03 

13.12 
12.40 
12.64 
13.34 
I3JI 
12.85 
12.91 
12.72 
122 ' 
13.00 
13.06 
12.90 


11.88 

12.72 

12.41 

11.82 

12.16 

11.79 

12.12 

13.37 

12.43 

12.54 

12.23 


132.60 12.99 1 


12.51 

12.86 

12.50 


25.00 

265.00 

1010.95 


2054.00 

334.95 

1985.00 

419.(8) 

1300.00 

61J2.95 


26.53 11 59 
8452.62 


(-) means no trading YTM = Yield to maturity in percentage per annum CY » Current yield in per cent per annum ♦ Yield rale* ol these sub-gro 
of t-bills and dated securities have been used for the graphs. 

Notes: 1) Yields are weighted yields, weighted by the amounts of each transaction. 

2) Current yield has not been wotted otfl for treasury bills. 


in a market where interest rates are high, 
while borrowers prefer to borrow for a short 
period, lenders prefer lo get locked in at a 
higher rate for a long or a medium term. 

The inter-corporate deposit market for 30 
days also firmed up from 14-15 percent in 
the first reporting fortnight to 14.50-16 per 
cent in the second reporting fortnight. 
Similarly, the 90-day deposits which were 
available in the first reporting fortnight at 


15-16 per cent firmed up at 16-Cf per cent 
in the second reporting fortnight orthe month. 
Even 180-day deposits firmed up and 
stabilised at rales ranging from 16-17 per 
cent lo 17-19 per cenl. 

In contrast, the commercial bills market was 
virtually dormant. While 30-day bills fetched 
a rale of 12.50-14 per cent, there were no 
quotes in 60- or 90-day market. Historically, 
big-sire corporate bodies are known to have 


been drawing their cash credit limits wit h ba 
fully in tight money market situation onl' 
lend the money hack in the call money mar 
albeit surreptitiously. Though there ismioffn 
data available on this aspect, it is likely ' 
funds drawn through the cash credit wim 
were deployed in the money market. 

{The statistical tables for this tote have t 
compiled by V P Pnufcaot.| 
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COMMENTARY 


Road to Peace between Pakistan / 
and India 

Nimal Makarji 


The convention organised by the India-Pakistan People's Forum for 
' Peace and Democracy in New Delhi last month, in which around 200 
delegates in roughly equal numbers from the two countries participated, 
was the largest such gathering till now. Its wholly non-governmental 
character and its squarely political agenda clearly distinguished it from 
all previous exercises. 


THE people of Pakistan and India waul 
genuine peace and friendship. Their 
government* do not. For they have engaged 
in (he politic* of confrontation for nearly 
five long decadcx.Thc yield ha* been nothing 
but tension and conflict. The people have 
not benefited in any way. In these wasted 
year* other countries, especially in east Asia, 
have gone far ahead both in material progress 
and in human development These very fruits 
could be ours also if only the governments 
of Pakistan and India were to honour the 
wishes of the people. 

In the absence ot peace and friendship, 
the foreign policies of both governments in 
relation to each other have been heavily 
militarised. In essence these arc no more 
(ban defence policies, formulated on the 
basis of mirrored threat perceptions, each 
government treating the other as its chief 
adversary. The enemy' s military capability 
has had to be constantly matched, preferably 
outmatched. The resultant arms race has 
burdened both countries with massive, 
wholly unaffordable.defence budgets. It has 
also made both governments aspire for 
nuclear weapons status, without a thought 
for the nightmarish consequences for the 
people. The military-nuclear lobbies in the 
two countries have come to dominate 
relations between Pakistan and India. 

Domestic policies too have not remained 
unaffected by militarisation Independent 
India started with just two battalions of 
armed police at the centre: it now has over 
400battalions spread over numcrou s para 
military forces. It has armed itself with 
draconian laws, the most notorious being 
TADA. It uses the army in domestic 
situations with alarming frequency. The 
coercive am of the state that these 
instrumentalities constitute has been freely 
used not only to suppress ethnic and other 
uprisings but against the minorities and 
disadvantaged sections. Punjab. Kashmir 
md the north-east have becone virtual 
police states. Large tracts elsewhere are 
far behind. TV role of law. human 
tights and democracy itself - all arc under 
'cvere threat. 


Pakistan has had the misfortune of 
being ruled by military dictators for 22 
years. Of these 15 were under martial law, 
often extremely oppressive and brutal 
After l9XRdemocracy has resurfaced, hut 
there are harriers still to he overcome. 
Some of the restrictive laws and 
constitutional amendments enacted by Zia 
ul-Haq which violate the Universal 
Declaration of Human Right* have yet to 
be replaced. The tribal and frudal structure 
of Pakistani society provide- fertile 
ground for the exercise of arbitrary power 
outside the pale of law It thus constitutes 
a serious hindrance to establishing a truly 
democratic dispensation accountable only 
to the people. 

In both India and Pakistan much needs to 
be done to protect the lives and honour of 
citizens, especially women, children, the 
poor and other weaker sections. But in both 
countries the assumption has prevailed that 
if only the coercive instruments of the slate 
could he further strengthened the so-called 
law and order situaUon would improve 
Armed with immense power to misrule, ihc 
ruling chics arc now ahklocomhinc business 
with politics and politics w ith business. The 
apparatus of the state, in collusion with 
them, is able to oppress, exploit, perpetrate 
any crime, violate any taw and go unpunished. 
Such are the wages of militarising d* smectic 
politics. 

A militarised, or even semi-militarised, 
polity becomes a breeding ground for 
undemocratic forces. Both Pakistan and 
India have witnessed the rise of religious 
intolerance in recent years: Islamic 
fundamentalism in the one case and 
Hindutvacxtremixm in the other Short of 
outright military dictatorship, militant 
communaltsm is the most lethal for civil 
society. For it generate* social strife and 
increases the persecution of disadvantaged 
sections, especially among the minorities. 
Consequently religious intolerance must 
he curbed*! allcost. Otherwise there could 
he ■ re-enactment of the contemptible 
demolition of the Bahri masjid and the 
unspeakable outrages of Sunt and Bombay. 


as also the mindless destruction of temples 
in Pakistan and Bangladesh and the deadly 
bomb blasts of Bombay. 

Kashmir has had to suffer the militarised 
policies of both India and Pakistan. India 
has suspended democratic governance there 
and imposed rule by the army and 
paramilitary forces. Pakistan has not 
hesitated totrain. arm and infiltrate militants 
for its own ends. Both have acted on the 
premise that Kashmir is merely a territorial 
dispute between the twool them. Neither 
seems able to sec that a pcaccful democratic 
solution involving the peoples of Jammu 
and Kashmir is the only way out. Such a 
solution is essential for promoting peace 
in the subcontinent. 

For peace to be promoted the policies of 
tbc two governments, both foreign and 
domestic, will have to be shorn of 
militarisation Only then will it be possible 
for the democratic voice of tbc people to be 
heard Thus peace requires the strengthening 
of democracy in both countries Not just 
feudal democracy as in Pakistan or elitist 
democracy as in India, both marked by gross 
corruption and abuse of power, but grass 
roots democracy w hich enables the mass of 
tbc people to share power, impact policies 
and enforce accountability Conversely 
democracy needs peace Through the 
elimination of militarism in both countries, 
both external and internal Peace and 
democracy go hand in hand History records 
no instance of two genuine democracies 
having gone to war against each other 

It the two people's cry for peace and dc- 
m>H.racy can lead to a solution of Kashmir 
and the reduction, if not eradication, of 
religious intolerance these would be 
dividends enough. But iftK people'* demand 
were also to reach in an unconditional no¬ 
war pact immediately, without yielding to 
any third party pressure, there would be the 
inestimable dividend of freedom from fear 
of war. And if it were further to compel de¬ 
nuclearisation. the dread of total annihilation 
would go. If it were simply to commence 
a significant outback in deforce expenditures. 

there would he resources enough to meet the 
genuine need* of the people. 

In an atmosphere of peace and friendship 
the border between the two countries could 
be opened. The people* of Pakistan and 
India could then begin to re discover each 
other Trade harriers could be lowered, ir 
better still removed, fetching incalculable 
gain to both sides. There need be no room 
thereafter for the multi-billion dollar 
clandestine trade that is there at present 
Pakistan and India would mount the first 
rung of the ladder to prosperity and well 
being for all their citizen*. Above all the two 
great countries would stand logtflhfcr tadaar 
than be ranged against each othar in world 
forums 
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These broadly were the is me* and concerns 
a convention organised by the Pakistan- 
India People's Forum for Peace and 
Democracy discussed in New Delhi on 
February 24/25. Around 200 delegates in 
roughly equal numbers from the two sides 
participated. Jt was the largest such gathering 
till now. Its wholly non-governmental 
character and its squarely political agenda 
clearly distinguished it from all previous 
exercises. 

The biggest gain of the convention was 
thatilwa*heldatall.Tocveryooc’s surprise 
the Indian authorities gave the necessary 
visas to the visiting delegates and the 
Pakistani authorities did not stop them from 
coining. Both sides opened their hearts and 
minds in an atmosphere of warm friendship. 
What came through was an earnest desire 
to bury the hatchet once and for all. Equally 
impressive was the yearning on both sides 
for truly democratic governance. Some kind 
of chemistry was at work which made the 
delegates feel that perhaps they were m aking 
history. Their were no illusions about the 
difficulties ahead but the occasion was seen 
as the beginning of a turnaround. 

The area of agreement was considerable. 
There was common ground that war offered 
no solution and further that nuclear weaponry 

PAKISTANINDIA RELATIONS 


made no sense. Following this a call was 
made for sir versa! of the arms race be tween 
the two countries as also for the elimination 
of all nuclear weapons from the face of the 
earth. Both sides were categorically opposed 
to religious intolerance. They demanded 
truer democracy, with the accent on 
accountability, decentralisaton and concern 
for, and protection of, all disadvantaged 
sections, especially the minorities, the poor, 
women and children. On Kashmir the 
delegates agreed that the aspirations of the 
people had to be taken account of. They 
called upon heir two governments to take 
positive steps to promote peace and 
tranquillity and establish democratic process 
on both sides of the line of control. 

The convention decided to reassemble in 
Lahore around October 1995. Between 
now and then, the delegates pledged to 
spread the message of peace and democracy 
far and wide in their respective countries. 
Amongst the measures suggested to open 
communications was one sure to gladden 
millions of Indians and Pakistanis, the 
immediate resumption of cricket tours. 

The conclusions of the convention deserve 
the support of all right thinking people in 
both countries. The two governments would 
do well to pay heed to them. 


/ 

Come 


People’s Initiative 
An Idea Whose Time Has 

Gurtaa Navlakha 


Like Hanibal crossing the Alps who, when his elephants ‘ paths were 
blocked would light a fire around rocks and then pour water on them to 
crack them open, the deadlock between India and Pakistan can only be 
prised open by a non-governmental people's initiative. 


WHEN Hanibal crossed the Alps and his 
elephants' psths were blocked, he would 
light a fire around the rock and pour water 
on it so that the rock would crack open. 
Since the ruling circles of India and Pakistan 
define themselves by confrontation with 
each 'other', the resultant deadlock can 
only be prised open by anon-governmental 
people's initiative between people of the 
two countries. 

It is true that the Pakistani government 
uses anti-India rhetoric to deflect attention 
from its own anti-people politics, but the 
Indian govcrnmenlunodiffeTent. Struggles 
of landless and poor peasants, da li Is, tribal*, 
and Naga and Kashmiri people have emerged 
from the soil of the Indian nation-state, but 
the tendency is to present them as acts of 
‘terrorism’ linked to the ubiquitous (SI. For 
the rulers this makes perfect sense since 
fighting poverty has^h^en replaced with 
negotiating cultural idtntitie*. When these 


cannot be co-opted through usual means, 
law and order becomes the norm. This 
introduces the momentum which leads to the 
emergence of 'terrorism'. To justify recourse 
to extraordinary violence, it requires not 
only a demonic enemy but also to represent 
the Indian nation-state in a favourable light 
so that its defence becomes a worthwhile 
enterprise. Therefore Pakistan is presented 
as a monolithic theocratic state, dominated 
by the military and ISI. a base for US 
imperialism or now Islatpic fundamental ism. 
and in possession of nuclear warheads. In 
contrast, India is projected as a secular state 
notwithstanding the persecution of 
minorities; civilian control over the military 
is highlighted but not the militaristic approach 
to dealing with popular movements; the 
Indian ruling classes' self-serving nationa¬ 
lism is translated into anti-imperialism; and 
nuclear ambiguity is accepted at face value. 
Consequently, in the dispute over Kashmir, 


atrocities by Indian security forces at 
equated with the demand for condemnir 
excesses committed by milkunte. Abuse L 
the militants of their responsibility as wiekle 
of guns is condcmnahte, but it has neithi 
caused nor fuelled the alienation of tl 
people. The unwillingness to admit th 
popular rebellion in Jammu and Kashin 
was brought on by New Delhi's corrupt an 
authoritarian ways has meant that r 
interrogation lakes place of the premise whit 
locates the fautt in Pakistan's "continuir 
desire to defme political and territorial idem 
ties on the basis of religion''. The fact is th 
the vivisection of British India created tv 
nation-states, and when tbc wheat i» remove 
from the chaff it becomes clear that tl 
Indian nation-state too defines itself in tern 
of cultural markers of religious cxclusivisr 
The Indian government, by all reckottir 
feeble, is not too enfeebled to handle a B 
Thackeray, yet the Indian government 1. 
Bal Thackeray sabotage a cricket series wii 
Pskistan ami allowedhim to stop the host in 
of the Pakistan Day celebration in Bomba; 
Surely there must be a logic in this indulgent, 
of criminals. The reason is that the jingoisti 
display was said to represent popular reaeUu 
to Pakistan's involvement in ‘terrorism 
Sure enough. Pakistan closed its consular 
My encounter with an official in the ministr 
of external affairs provided furlhi 
corroboration. The appointment lasted nin 
minutes since 1 did not ask any questio 
about Pakistan's role in fomenting 'terrorisn 
in India. The heightened atmosphere c 
tension enables the concentration of powci 
attheexpenseof people's interests and right 
Despi te popular revulsion against the tyrsnn 
of TADA. the black law survives. Such 
stateof affairs results in burgeoning militar 
and police expenditure, which in 1994-4 
exceeded Rs 35,000 crore, nearly a quark 
of the expenditure budget of the OOI • 
1,57.000 crore. Concomitantly. restriction 
are placed on travel and commumcalio 
which jeopardises the rightol tens of million 
of Indians who have relatives and friend 
in Pakistan, not to mention thwartin 
mutually beneficial trade. Two-way traJ' 
stood at Rs 39 crore in 1982-83 and re* 
to Rs 525 crore in 1992-93. Unofficially 1 
ix claimed that Indo-Pak trade turnover > 
at least Rs 1.600 crore and could exccc. 
several thousand crore. Despite SAPT.A 
signed in April 1993, and GATT, Pakim-s 
allows only 575 items to he imported fn<s 
India. One reason could he common item' 
of foreign trade between the two countries 
another reason, the presence of a stroi'J 
lobby against trade with India in Pakixi-‘ a j 
As a result, Pakistan imparts wheat fr'fl 
Australia and tbc US rather than from lmtuj 
(he same is true of coal and cenie tl ] 
Conversely India docs not import natuii 
gas, cotton, sugar, etc, from Pakistan. Wrf 
increasing difficulties encountered L 
acquiring visa*, there remain major botil 
neck* despite a more than 15-fold mere* 
between 1982-83 and 15)92-93. 



.Talks That Lbao Nowhbke 

w prevailing mood among the decision- 
ar*. interrupted by the exigencies of 
mbly election^ i< to hold talk* when 
: i* considerable outside pressure, but 
ffer nothing substantive to resolve 
utes. Some time ago, Pakistan's high 
mixsioncr told an interviewer that the 
in foreign secretary gave an assurance 
?93 to his Pakistani counterpart that 
i mas ready to discuss the Kashmir issue 
Pakistan provided Pakistan withdrew 
solution on human rights at the UNG A. 
othing came of this. He also mentioned 
ssurance given on September .V I9X1 
Jinnah House in Bombay would be 
n to Pakistan as the residence for their 
ty high commissioner; nothing was 
Similar hacktracking can also be 
ed from accounts ot the Iasi round of 
tgn secretary level talks held in 
labad, January 1-3, 1994. 
wax the Pakistani prime minister who 
the initiative in August 1993 lo propose 
tvival of bilateral negotiation in terms 
rlicle 6 of the Simla Agreement, which 
for a "final settlement of Jammu and 
unir". The Indian response lo that was 
negotiations cannot take place under a 
c clause and must be held under the 
ity of the Simla Agreement Staled 
ly. the Indian position is that Zulfikar 
Ihutto had agreed to recognise the Line 
Mtuol (LOC) as the international border 
ad in 1972needcdtimctowindomestic 
urrencc for the same. They point out 
he agreementdehars Ihe iwo sides Irom 
ging the LOC by use of force, and 
se Pakistan ol attempting to do so 
igh (he support of terrorism and 
tsionism in the valley. The Indian 
mment has also insisted that Pakistan's 
ort tor the UN resolution will make 
’ s stand more rigid. The Indian approach 
lo emphasise that Pakistan is tanning 
■oversy on Jammu and Kashmir merely 
use it has an ideological bias against 
tar politics, and lo give the impression 
I is more keen to ease tension. There fore 
irgued that the two countries ought not 
;>k at their relations through the prism 
(ingle issue and should move towards 
vmg other issues like Siachcn. Wullar 
■ge, SirCreck. nuclear non-proliferation. 
With little happening on the decisive 
of Kashmir there is no incentive toend 
minatious over Siachcn and SirCreck. 
if government leaders admit that "there 
wly one problem", i c. Kashmir, between 
vocountries, and it this prohiem could 
dressed property all other issues could 
solved. 

e Pakistani government rviccts Indian 
.s and says that if there was an 
ratanding reached in 1972 then neither 
unKea nor any other records lend weight 
ihidaims-lbey argue that this insistence 
: "totality'' of the agreement is a way 
aintain the status quo and lo restrict 


the bargaining weight of smaller countries. 
They point lo the indigenous roots of 
militancy in Kashmir white stressing that 
Kashmir is a disputed territory recognised 
by the international community. They also 
insist that India agreed to this meeting in 
an attempt to escape inter-national 
opprobrium over atrocities being committed 
in Kashmir. 

Whatever the rationale, the Indian 

government’s insistence on bilateral talks as 
a means to . resolve disputes with its 
neighbours is a lemon from which all juice 
has bccnextrac ted. Twenty-four years of bi¬ 
lateral talks with Bangladesh on sharing of 
river waters, or forty-five years of bilateral 
talks with Nepal on a trade and transit treaty, 
have not brought the two skies any closer 
to a solution. Even in Jammu and Kashmir, 
the OOl has been opposed to third party 
intervention, although it was India that 
took the issue to the UN. In 1948 the UN 
Commiss ion on India and Pakistan negotiated 
the ceasefire leading to the introduction of 
a UN military observer group for India and 
Pakistan. But in 1971 in the negotiation of 
tbc ceasefire they had no role to play, and 
the GO! look a policy-decision not to deal 
with them. Now the foreign ministry has 
accepted the proposal that once in a while 
UNMOGIP be contacted by Indian army 
brass. This is of course a small concession 
to ward off bigger pressure. Lest we forget, 
the UN secretary-general in his 1994report 
mentioned that relations between India and 
Pakistan are "marred" by the dispute over 
Jammu and Kashmir, "one of the oldest 
unresolved conflicts on the UN agenda” 
While noting their resolve to solve their 
problems bilaterally he added. "Nonetheless 
l he level of tension in Jammu and Kashmir 
has increased considerably in recent years". 
Pakistan has formally requested the 
secretary-general to increase its strength 
Irom 35 to 200 and extend its mandate lo 
monitoring the situation in the valley in 
addition to the LOC. 

However. India has rejected Pakistan's 
suggestion that a neutral force monitor the 
LOC to verify that no crossing ol the LOC 
lakes place from their side. But if trans- 
border terrorism is an acute problem then 
international pressure can help in reducing 
infiltration. Instead the Indian government 
implies there is no need for independent 
corroboration that Pakistan is waging a 
"proxy war" against India in Jammu and 
Kashmir. Since fighting even a "proxy 
war" necessitates the fanning of hysteria, 
it has a bearing on domestic politics. 

Such apolitical ambience suits the US and 
HU to extract maximum advantage for 
themselves in 1PR, NPT. entry into 
infrastructure sectors, GATT. etc. Ixi us 
remember that there is a consensus between 
the US, BU. Japan and Russia on giving 
Ihctnsdves through die UN an interventionist 
role on wide-ranging issues. Notsurpnsmgly, 
these countries have turned human rights 
into an enterprise which yield* a commcncal 


harvest . Now that the big powers have linked 
the Indian candidacy for a permanent teat 
in the UN SC to improvement of relations 
with Pakistan as well as ending atrocities in 
Kashmir, there is even greater need for 
substantive measures by OOl. 

Jammu akd Kasim* 

The Indian bourgeoisie, ruling or in 
opposition, insists that Jammu are! Kashmir 
must ttay part of India. Some feel the need 
for negotiations with Kashmiri leaders, but 
most argue that s secession could start the 
stalled engines of disintegration. For good 
measure. mention is made of retaining Jammu 
and Kashmir for the very survival of 
secularism in India: this informs the 
opposition to the right of self-determination 
for Kashmiris. Much it therefore made of 
popular fatigue and the shenanigans of 
militants. The futility of envisioning 
settlement within the Indian union escapes 
perceptive observer* who naturally fail to 
appreciate the cause of attention and the 
justification for demanding self- 
determination- No wonder they remain 
unmindful of the touch-tod-go nature of the 
situation in the valley. 

On the night of December 18 a missile 
was fired towards Pam posh Hotel, on the 
northern shores of river Jbcium. used as a 
temporary barracks by the CRPP The missile 
missed its target and fell in Pratap Nagar 
colony, destroying bouses, shops, cars, and 
boathouses. The unusual thing was that 
damage took place in a six km area and 
created a six foot deep crater The force 
of the impact suggests that the missile 
accidentally bit an ammunition dump of 
the BSF which has barracks in the 
residential colony of Pratap Nagar While 
no human life was lost, what this incident 
brings borne i< how close one is to a 
catastrophic accident in tbc valley. While 
uncertainty hangs over ;ne people, tbc IG 
of jails in J and K has demanded money 
to build new jails to bouse 11.000 T ADA/ 
PSA detenus in tbc state. This is in spite 
of military intelligence confirming that 
detention without trial and third degree 
interrogation have not reduced militancy, 
and that jailed people come out more 
committed to their cause 

Of course it is claimed by the Indian 
government that miliuncy has been curtailed 
and the human rights situation improved. 
But at Inaras Jagir village in Tral. security 
forces torched IK houses, killed a 50-year- 
old man and molested four women. A similar 
incident took place in Anantnag where 17 
houses and four godown» were set ahlarc. 
While the occupation by militants of the 
shrine of Cliarar Shanf highl ights the tenuous 
bold of the Indian fivee*. the dec imtng morale 
of the troops can be had from the dcctxtoo 
of the army to weed out “chocolate eating" 
personnel from the field of operation to 
prevent them from pursuing a potary of "by* 
and let live" But the OCR s upbeat mood 
is subsumed by cold statistics; M 
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five yean 11.522 militant* were arrested, 
6. 147 of diem detained under PSA and the 
rent under TADA. Obviously persecution 
is preferred overprosccution. TTie director- 
general of police M N Sabarwal said 
recently that in the past five years. 9,599 
persons were killed, of which 5.118 were 
militants. 1.446 were security personnel 
and the rest civilians. Toenable the security 
forces to undertake such tasks in defence 
of unity and integrity, Jammu and Kashmir 
spends Rs 1R5 crore annually on ‘security 
related activities', and funds to the extent 
of Rs 400 crorc are diverted from the plan 
to the non-plan side. Little is done to end 
20 hours of power cuts in the valley in 
chilling winter. 

The inefficacy of the military approach 
becomes even more clear from the political 
antics of the GOI. At the intervention of the 
Indian ambassador to the US and the US 
embassy in India. Mirwaiz Moulvi Farooq 
and Moulvi Abbas Ansari were permitted 
to travel to Casablanca for the OIC summit. 
By excluding Abdul Ghani Lone, considered 
too close to the US. and permitting the other 
two leaders from Hurriyct. the Indian 
administration expected some advantage in 
the valley where Indian officials desperately 
search for dialogue partners. The fact that 
Shabir Shah and Yasin Malik rejected 
attempts to be roped in and even the Jamat- 
l-lslamikcpt itself out. shows that those who 
matter remain beyond the reach of New 
Delhi. An alienated people have repeatedly 
shown their desire for a peaceful solution 
They have thrown up leaders who have 
provided a democratic voice to their 
aspirations, refusing to compromise on the 
core matter of self-determination. Despite 
decimation the JKLF survives and Yasin 
Malik has shown a willingness to reach out 
to the Indian public. Recently released. Shabir 
Shah has been travelling in different parts 
of Jammu and Kashmir holding meetings. 
He has called for the merger of all groups 
into one organisation, and a code of conduct 
for all militant outfits “in order that gun 
toting criminals are identified and the sanctity 
of the movement restored". He also advo¬ 
cates a united policy on the issue of Kashmiri 
pandits “so that the problem is speedily 
resolved", and has catled for the “free 
functioning of intellectuals, writers and 
journalists and their associations" He 
castigated Hurriyct for being silent when 
"ourown people are shedding our own blood. 
The pockets of the weak are being cut. Free 
expression is banned and the pen is 
mortgaged." But be reiterated that the only 
solution is to allow the people of entire 
Jammu and Kashmir to exercise tbeir right 
of self-determination. With the return of 
Mohammed Azam Inquilabi. head of 
f)per*t»oo Balakote in Srinagar, battle has 
been joined for political assert i< m with those 
who see the gun alone as the means to win 
freedom. He declared in his very first 


statement that “it is time to shed the gua 
culture and rededicate ourselves to 
democratic struggle", and is convinced that 
“if we demand our right democratically it 
will be heard”. While militants are taking 
the Indian public seriously, the political 
assertion of militancy is read as a victory 
for Indian hardliners. 

Thf. lNrrtATtvE 

It is against this background that the 
need for an initiative by people was felt. 
The crass pragmatism reflected in the Indian 
debates, unable to go beyond the stereotype 
of a war/peace scenario, was incapable of 
bold and courageous ideas in defence of 
the people of Jammu and Kashmir or 
understanding the strategic significance of 
democracy for the two people. There was 
also the urgency to have an informed 
public opinion which con blunt the edge 
of prejudice which masquerades as 
patriotism. F.fforls towards this began two 
years ago and realty got off the ground in 
May 1994 when the first parley took place 
at Lahore. Starting w'ith a few individuals 
and two preparatory meetings - first in 
Lahore in September last followed by the 
other in Delhi last November - the agenda 
was worked out. It was self-consciously 
non-sectoral - trade union, women's rights 
movement, environmentalists, etc. The very 
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name - ‘Pakistan India People's Forum for 
Peace and Democracy’ - stressed the 
difference from earlier efforts. Thi* forum 
felt that peace and democracy are indivisible, 
and therefore the need of the hour is not just 
ending war and warlike preparations but 
ensuring the restoration of people’s rights 
and just and fair governance as behoves 
civilised societies. On the political agenda, 
four subjects were identified: war and war 
hysteria and the need for de-militarisation, 
religious intolerance, minority rights and 
threat to democracy; the Kashmir dispute, 
and the role of governance. 

Those engaged in semi-official/third party 
mediated conferences were consciously 
excluded. If it was to be true to its name, 
then involving people through the aegis ol 
non- governmental movements, struggles and 
groups was essential, and this became the 
basic criterion for the selection of delegates 
With 96 delegates from Pakistan and 115 
from India, this became the first-ever 
people’s conference between the two 
countries, which in itself is significant. The 
free and frank discussions were an 
exhilarating bonus. It was decided to hold 
the next conference in Pakistan sometime 
in autumn: meanwhile the organising 
committees would hold meetings in different 
towns to discuss the recommendation' 
arrived at by the delegates. 


CPI(M): Ideological Renewal 
Given die Go By 

Ajit Roy 


That the CPI(M) does not set much store by the renewal oj its professed 
ideology is proved by the absence oj critical assessment o) the 
developing reality, internationally and nationally, in the draft political 
resolution adopted by the party's central committee for finalisation at 
the 15th congress of the party to be held at Oumdigarh next month. 


WITH the conclusion of the state party 
conferences, the CP1(M) is now fixused on 
its international and national political 
positions. The draft political resolution 
adopted by the central committee for 
finalisation in the 15tb congress to he held 
atChandigarh in early April deserves critical 
attention because of the party's considerable 
role in national politics. 

The present draft marks an improvement 
in the party’s writing style. It i^Jess prolix, 
although the old irresolution in making a 
stylistic choice between a report and a 
resolution still persists. 

The first, and the shorter, part of the two- 
part draft deals with the international 
situation. Although three years have elapsed 
since the previous congress, the party does 
not seem to have made much progress in 


the critical evaluation of the basic cause* 
behind the collapse of the old system in 
the USSR and its east F,uropcan neighbour* 
The ideological document presented at the 
previous congress in January 1992 hail 
__ i ven a somewhat tentative analysis of the 
previous developments, accompanied by 
many self-critical statements about the 
party' s naivety, that it had been uncritically 

influenced by received idea* The documcni 

had stressed the need for more in-depth 
knowledge. The present draft, however, 
docs not indicate that the party has made 
any significant advance in that direction 
For ex ample, whi le correctly nai ling down 
many of the specific sins of Stalim»< 
practice, the previous document atill tried 
to balance the negative with 'the positive 
the present draft docs not broach the subjci i 



ill. It make* no attempt to re-understand 
Jepth either the rich experience of the 
year* of history, dominated a< it was 
the direct and indirect impactof Stalin'* 
idiwork, or to derive guidance for the 
gent and the future on the basis of thi* 
iched understanding, 
hat the CPI(M) doe* not net much store 
the renewal of it« profegged ideology 
>roved by iu mechanical repetition of 
categories and concepts rendered 
legg and irrelevant hy the march of 
lory. For example, it* entire analysis of 
Contemporary world politics is still 
ninated Hy the old concept of four 
ic contradictions, the first and most 
xirtant of which is considered to be the 
itradiction between the imperialist and 
talist tysfr/nt. TothcCPI(M).itappcars, 
collapse of the old system in the USSR 
I its cast European allies does not make 
indamcntai difference, nor docs it notice 
fundamental metamorphoses in China 
: Vietnam, the other two leading 
istituents of the world socialist 
lem - the two changes which between 
n render the so-called socialist system 
lyth. 

1 the very recent postscripts to his 
ssic account of the Vietnam war 
aiomv of a War) Gabriel Kolko. a long 
e admirer of the CP of Vietnam, has 
en exhaustive dclails of its new policy 
stations and their consequences He 
shown how the present policies of the 
ime have been leading to a steady 
xivcrishment of the p>«or and. more 
tificantly, dtscmpowcnncni of the poor 
sants. the party's traditional social hase. 
.•ailing hunger, disease, unemployment, 
lal and regional polarisation, muih 
ravated by vorruption. nepotism, bribe ry 
frauds, reaching up to the lop So much 
hat the World Bank, the new patron saint 
he regime (and the Asian Development 
>k) has from time to time issued mild 
rntngs. The constant mouthing of 
trxist-l^cninisl' phraseology by the p«my 
Jcrship is apparently motivated by its 
cem for its legitimacy in the lace of 
wing disillusionment and even incipient 
:ilton of (he ranks and masses 
"hough no one. to my knowledge, from 
mg confirmed Marxist supporters has 
far studied the present Chinese scene 
h such meticulous care, all available 
lehcc suggests the operation of the same 
ic trends there, obviously with the same 
ills. 

/ith the old communist regimes doing 
r very best In generate grave contrail* 
is with their professed aims and 
ectivcs in their own backyards, any 
iradivtiou with world imperialism is 
erfluou* and cut be only of a nominal 
•nuance, 

Whatever the positive significance of the 
vival of the old regime in tiny Cuba and 
rth Korea, the concept of contradiction 
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between the two global systems it a self- 
deception. 

Another notion, uncritically carried over 
from the past, is ‘nonalignment' in the 
international sphere. As ia well known, thi* 
concept was born in the context of sharp 
confrontation between the twosuperpowers 
in the post-second world war era, Gradually 
diluted in content, due to many historical 
dcvcloments, it ha* lost its meaning 
altogether with the emergence of the so- 
called unipolar world. What is in prospect 
ik the emergence of a global alignment 
against the domination of the OECD bloc 
led by the US. Evocation of the old and 
irrelevant concept does not sharpen the 
focus on the looming task. 

Another important shortcoming of this 
pari of the draft is the failure to draw an 
important conclusion from the phenomenon 
of the world domination of the TNCs which 
it deals with in some detail. Specifically, it 
tails to note the loosening of the TNCV 
national anchorage and greater pronencss to 
shift employment and invest ments abroad in 
quest of higher profits. This fact is leading 
to a radicalisation of the working class and 
segments of the population of the 
metropolitan countries and thus laying a 
firmer basis of international actions hy 
popular forces. 

Coming to the second, national, part, 
while one can agree with and welcome the 
general thrust of the draft in broad term*, 
one cannot help notice the absence of critical 
assessment of the developing reality. 

For instance, while the draft rightly focuses 
on the menace of communalism. it misses 
the new and more menacing element in 
Hindu fundamentalism today. Although it 
passes under a common label. India has 
really witnessed two distinct varielies of 
communalism: u) a sectarian movement 
bargaining within the existing polity in the 
interest of a particular community of the 
people, ami (ii) a bid to go beyond the 
existing polity and impose violently a 
fundamentally different polity on the country, 
as the Pakistan movement did in the 40s 
The present phase of Hindu fundamentalism, 
reprc.sentcdbyihe 'Sanghparivar'. belongs 
to the second variety and. hence is a grave 
threat to the existing democratic order 
whatever its limitations Indeed, this brand 
of communalism has become the rallying 
grvmndof various retrogressive social forces 
for imposing an authoritarian regime, in 
ibis coniext. along with traditional anti- 
communal campaigns based on religious 
tolerance and amity, a comprehensive 
programme of grassroots democratic forces 
has become very important, lit* not enough, 
as the present draft projects, to combine 
economic struggles with struggles against 
communalism. What is needed is a 
pervasive and integrated awareness and 
commitment to ideals of human rights, 
ethnic plurality, social equity and grass 
roots participation ia decision-making 


processes. From thi» standpoint, the present 
official programmes of so-called panchayat 
raj needs a second look. The ongoing 
panchayat programmes have no doubt 
broadened the power base, but up to a 
certain levelonly. They have also relatively 
empowered the middle caste landed 
interests, whose oppressive pressures on 
the landless daliu and adivasi* have not 
weakened much, if at all. 

Before we come to our last major critical 
point, some sundry issues The party ha* not 
freed itself from its ultra sensitivity about 
(military) national defence which it suit a 
holy cow for it! There is not a word about 
the burden of the unconscionably high 
military expenditure, open and hidden. 
Secondly, the party has not given up its 
commitment to the demand for the repeal 
of Article 356 despite the new safeguard 
provided by the recent Supreme Court 
judgment and the observed role oflhcBJP 
state government in Uttar Pradesh in the 
Babri masjid demolition. 

A far more serious analytical shortcoming 
of the draft, however, is in iu understanding 
of the so-called New Economic Policy 
(NF.P) which is supposed to have been 
initialed by Narasimha Rao and Manmohan 
Singh under pressures from the World 
Bank-IMF. it thus ignore* the internal 
secular compulsion generated by the 
accumulated consequences of I be Nehru 
era. ft also fail* to m-x lhai some of the 
mam elements of this policy bad actually- 
been coming into effect without any 
articulated policy frame since the raid-70* 
More importantly, il fail* to note the crucial 
fact that thi* policy has been able to 
consolidate behind the ruling power bloc 
the sup pen of a large segment of the 
popu 1 at ion. variously estimated at 15 to 25 
per cent of the total, by bringing a* it doc* 
rich dividends, at least i jlially. to a broad 
spectrum stretemng from top industrialist* 
through substantial fanner* to* sizeable pan 
of the middle classes. All thi* ha* sermua 
implication* for strategic* and tactics of 
political mobilisation in the present and 
coming periods 

Moil importantly, while the draft 
resolution is highly critical, and rightly so. 
about the NFP and its impact on national 
life, it is absolutely silent about Jyoti 
Basu's crusadtng real about many ot the 
mam element* of this policy in West 
Bengal This cannot be explained in any 
manner except as a piece of blatant 
opportunism. 

Finally, although its West Bengal branch 
is fry far the most impartial part of the party 
and although the entire activity of this state 
branch is principally centred on the Left 
Front government that it lend*, the draft 
resolutely refuses to reflect upon (be party's 
performance in (hi* realm, even though 
there is widespread perception aMMM(p 
mg degeneration of and cnmfMMhfh Ms* 
party that have arisen from ihinar-n 'linn 
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World Archaeology Congress 
UnraveUing Deceit / 

CN 

For those who retain the illusion that there is a difference between the 
lumpens who demolished the Babri masjid and those who provide the 
intellectual input for bigotry and xenophobia, the goings-on at the 
World Archaeological Congress-3 come as an eye-opener. 


THERE are many who still retain the 
illusion that there is a difference between 
the lumpens who demolished the Babri 
masjid and those who provide the 
intellectual input for bigotry and 
xenophobia. The gongs-on at the World 
Archaeological Congiess-3 came as an eye- 
opener. The Indian organiserx of WAC-3 
fought first to ensure that there was no 
discussion of the Ayodhya issue at the 
congress, and when exposed used every 
trick to thwart a general resolution being 
passed condemn mg the demolition of Babri 
masjid and manipulation of evidence by 
archaeologists. In the process, the 
machinations of pseudo patriots besmirched 
the country's honour and earned a bad 
name for India's archaeologists and 
historians. 

Office-bearers of the academic comm ittee 
for WAC-3 chose to use the easiest course 
of action - making the foreigner feel that 
his or her action could trigger of a chain 
of events that could lead to riots and deaths. 
There is scarcely anyone who wants to 
cany the guilt of having caused the deaths 
of innocent people. As a result, on 
December 4. the day delegates were to 
arrive and register, a statement was 
distributed to all participants in WAC-3 
which informed them that the WAC 
executive supported the "views of our 
Indian colleagues that there should be no 
papers or discussion at meetings of the 
executive/council and in plenary session 
on the politically and communally sensi¬ 
tive Ram Janmabhuomi-Babri masjid 
(Ayodhya) issue", adding that the "practical 
consequences of discussing this issue would 
be beyond the executive’s control". This 
statement, signed by the outgoing president 
of WAC Jack Golsou. concluded by saying 
that “this is the only concession that it 
(WAC) is willing to make to limitation of 
the WAC principlca of discussion of the 
historical and social role, and political 
context, of archaeological enquiry and 
interpretation". 

Delegates were predictably furious. 
Soma felt that were WAC-3 to disallow a 
discussKrn and adoption of a resolution 


condemning the destruction of the 16tb 
century Babri masjid and those 
archaeologists who supported or 
participated in vandalism, this would be 
violating tbc very fundamentals of the 
discipline. Others felt disturbed by the fiat 
disallowing discussion. Several Indian 
participants demanded to know what was 
meant by the “practical consequences’* to 
which Golson refers. Noexplanations were 
forthcoming. 

Once the organisers realised that Golson’s 
letter, instead of putting a lid on discussion 
was generating one, t$ey panicked. In a 
move designed to evade responsibility, an 
RSS front. Historians Forum, issued a 
statement blaming the HRD minister for 
curtailing a discussion on Ayodhya. This 
embarrassed the government, especially 
the HRD minister who has gone about 
cultivating his image as a saviour of 
secularism.never mind thathis government 
had facilitated tbc destruction of Babri 
masjid. Obviously, for political tightrope 
walkers, image projection is crucial. The 
president of the academic committee B B 
I.al was summoned to the ministry and 
compelled to issue a statement contradicting 
the Historians Forum and denying that the 
government had anything to do with the 
decision. That they could twist B B Lai’s 
arm raises the question as to why the 
ministry did nothing for two years about 
the composition of the academic committee. 
ButB B Lal’sstatcmentonceagaincaught 
the organisers on the wrong tool. They had 
told J ack Golson that dropping the Ayodhya 
issue from discussion was at the request 
of the government. It was probably this 
that ted Jack Golson to circulate a seven- 
page statement giving the sequence of 
events, which shows the deceitful conduct 
ofthe Indian organisers. f 

On November 30 the secretary-general 
of WAC-3, V N Misra. bead of Deccan 
College of Archaeology, requested 
Golson on behalf of B B Lai, the president 
of WAC-3. that the Ayodhya issue 
could not be jliscusacd a* "an essential part 
of a commitment... made in the presence 
of the minister of Human Resource 


Development". V N Misra, a senior 
scholar, also communicated that failure to 
abide by thia commitment would have 
"incalculable consequences for WAC-3. 
including possible externally inspired 
disruption’’. In private Golson was told 
that were WAC to disagree, the govern¬ 
ment has threatened to withdraw police 
protection. Golson was warned that the 
Indian committee would wash its hands of 
the entire congress. This was pure and 
simple blackmail and Golson succumbed 
to it. However. Golson’s draft announcing 
tlic WAC executive’s capitulation was 
found to be inadequate, and a draft 
prepared by B B Lai was given for Golson 
to sign which committed WAC not to 
discuss or pass a resolution on the 
“politically sensitive" Ayodhya issue. 
Golson says “1 refused to do so until 1 
had consulted the WAC executive”. 
The executive met and complied with 
"Profensor Lai’s imposed deadline of 3 
pm’’ on December 1. It was also decided 
that a statement of this decision would he 
provided to the participants, and a statement 
wax prepared by the executive. But once 
again V N Misra and Makhan Lai 
disapproved of the contents and insisted on 
revising it. "This revised version was later 
distributed” to the participants. 

Significantly. Golson’s statement is also 
an indictment of himself for being weak 
kneed and for failing to see that the 
issue of Babri masjid was not a minor 
issue of local importance, just as the 
persecution of Jews by the Nazis in the 
1930s was not. He points out that some of 
the people he talked to denied that any 
commitment was made in the presence of 
the HRD minister in early November 
Why did he then choose to believe B B Lai’’ 
Why did he not respond even when, after 
the inauguration, the minister told tbc 
press on December 5 that he had never 
opposed a discussion of Ayodhya at W AC- 
37 In fact, why did he not ask the minister 
during the inaugural function why in 
world ’ s largest democracy tbc government 
forbade discussion of the Ayodhya issue ’ 
This docs not mean that the central 
government favoured a discussion cither 
What Golson does not mention hut said in 
private was that be was shown a letter 
purported to have been xigned by tbc 
minister asking for such a commitment 
Was that letter forged or did the minister 
really sign this letter? Only a month 
back tbc minister had persuaded some 
historians to agree to join the academic 
committee of WAC-3. arguing that it wa' 
> matter of national pride that such * 
congress was being held in India. A 
discussion on the demolition would he 
tantamount to washing dirty linen in front 



mhliNrs. T»m vwy ktw wlf- 

vlag patriot!. After alt * Aao help* to 
wt attention Aon tire ywimm wt of 
lU'rcalpability in the erime committed 
3oca® hart, 1992. However, on balance 
anisart bad • lot lure at stake and 
ref ore to lore from a discussion and 
option of a resolution by WAC-3 that 
tdcouwd them compared to the central 
Irenuneat. It ia this that explains their 
of desperation. 

Uminiiceot of the attack by RSS goons 
media peraona on December 6, 1992. 
aecretary-general of WAC Peter Ucko 
. threatened with dire consequence* by 
.- of the Indian organiacra were be to 
ib for a discussion on the Babri maajid 
or. Not coo tent with this and in order 
ake care of contiiigencica. once it became 
jwn that acme delgatea were determined 
iuab for a resolution the orgaqiaem 
need to announce the tigve and venue for 
denary session. Word epread that Indian 
aoiaera were planning lobave the plenary 
the evening of December 11 to cnaure 
. moat foreign participants would be 
y planning their departure. Finally on 
evening before the participants were 
onned that the plenaiy would be at 11.30. 
ten the delegatee reached the place they 
ind a note informing that the plenary has 
!0 postponed till 1.30 pm instead. At the 
nary aeaaion. as soon as R S Sharma got 
to read out the resolution proposed by 
scholars, as if on cue screaming and 
luting started. Then began a free-for-all 
ich was presumably designed to waste 
te and enable B B Lai to announce that 
ole on this resolution is not possible 
cc several non-delcgaica have entered 
hall. Before anyone realised what had 
ipened. be declared the plenary closed, 
the time Jack Golson walked up to 
;sk, be found that one of the Indian 
anisers bad switched off the mike-. While 
Indian organisers managed to subvert ] 
plenary, the disgusted delegates 
in pc I led the new executive council of 
\C to adopt this resolution and thereby 
inagud to aalvage some of the ground 
■t duo to the machinations of Ijte 
aniaera. 

he deceitful actions of the organisers 
ire compounded by the insulting 
atmeat of Indian delegates who were 
a led like cattle, left to fend for 
unselves There was no one to receive 
an at the railway stations, and they were 
up in teats in winter in Delhi with ho 
ilitiea. Unlike other delegates who were 
'ea all the papers, they were asked to 
it out Ra.290 if they wanted the set of 
>ers. So gross was fhd mismanagement 
it aeaakma were changed and re-changed 
1 delegates and people who were to 


present papers were found running back 
and forth to find where various sessions 
were being held. In- fact the organisers 
practised apartheid to the extent that 
Indian and non-Indian tcholars were to 
read papers at separate sessions and not 
according to the themes covered. At the 
last minute the WAC executive insisted 
that this be changed since this defeats the 
very purpose of interaction among fellow 
archaeologists. What is worse, several 
foreign delegates complained that they 
received no acknow-lodgement for the 
advance amount varying from $ 150-200 
that they had sent. In fact in several cases 
delegates were asked to fork out money 
claiming their bank drafts bad not been 
sent. In one case a Spanish delegate who 
had sent the money in July last was told 
that there was no hotel accommodation far 
ber since her money did not arrive, and she 
was left to fend for herself. 

While WAC-3 left a bitter after-taste for 
the organisers, it was self-inflicted. 
However, to the extent public funds were 
provided for WAC-3 the public has a right 
to demand an, explanation from the 
organisers. Those who decided not to 
boycott the congress and in fact were even 
willing to be co-opted into the academic 
committee were banking too much on the 
benevolence of the government for their 
ideological battle. Far too much time was 
spent in complaining to the government 
about misappropriation of funds and 
suggesting that R S Sharnta and Irfan 
Habib he accommodated instead of 
Makhan Lai and SP Gupta Certainly when 
it came to the crunch, it was the stiff 


resistance put up by scholars both inside 
and outside that drove home the point that 
in opposing the organisers one was fighting 
the forces of reaction. The experience of 
WAC-3 makes it clear that one cannot 
waffle when confronting communal- 
fascism. 

Sadly, while allocations for universities 
are being curtailed generous grants were 
made available to a bunch of people whose 
commitment to their discipline was in 
doubt even when their competence as 
manipulators was not. In fact WAC was 
to he the vehicle to gain respectability few 
the act of vandalism in Ayodhya. Once it 
became clear that WAC was inclined 
low Ads adopting a resolution condemn¬ 
ing the demolition of Bahrt maajid. they 
used tactics that would do fascists proud. a 
However there is some benefit thafha* 
come out of ait this. Scholars linked to 
the RSS and their supporters did a good 
job of establishing that they are misfus 
in civilised intellectual circles. It it also 
clear that those who depend oo the 
government to fight their ideological 
battles should think twice now about a 
government which runs with the hare and 
bunts with tbchcNiod.lt is also time to ask 
why allocations for universities decline 
while the size of ihe discretionary funds 
at the disposal of (be government keeps an 
increasing. Finally, to treat RSS fcllowsat 
gentlcmen/womcn who play by the rales is 
to forget lhe diabolical character of their 
ideology The gkws of scholmship. just as 
the mantle of patriotism, is a thin veneer 
which at the slightest provocation exposes 
its heinous side. 
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Meonis of Mewat 


/ 


The Meos are descendants of rajput, maena and gujjar converts to 
Islam and are scattered over a large area south of Delhi towards die 
Thar desert The condition and status of the women in this poor 
community largely made up of small and middle peasants is distressing. 
Not only are they educationally backward, with few opportunities to 
attend schools, but are subject to customs which contribute to keeping 
them economically and socially backward. 


STkETeWttOmnUkmma» h (mtlh»\iamm; 
of Delhi towards the Thar daeart, over large 
parti of (tarpon and Faridabud district* of 
Hafyaaa and Alvar and Bbaraipnr in 
lUfaartwii. «a 
known aa > la vat. Hii 

hdssu. hhaoe aao 
df rajpot, «mu and gu|jar 
con verts to talaan. It ia catimated that there 
an over a million Moot in Mewat aloaa, 
and several hundred thousan d scattered 
elsewhere. Neartysll tbe Maoa of Mawat 
reside in tbe raral areaa, and moat villages 
in the region have overwhelming Mao 
aujontiaa. 

The Mao anmmnnily conaiats almrtht 
entirely of small and middle pees sate who, 
on the whole, an greatly impovariMad. 
Than ia an ahnoat cemptas* abaanaa of 
irrigation facilities fat the region, and this 
ia so even though Iha p s ee a u t minister of 
state for irrigation in Haryana U himself 
a Mao. Aa a mult, moat Mena can rain 
jnat one atop a year, and that oaiy if dm 


by bum and Jam 

major cans# of Mao poverty. Moat of tha 
basis* of Mawat (then an a couple tt 
them in each Mao village and hania 
nqoaitM m meal Mewati 'qaabea’ or 
smril townships) live off the i n tmea t they 
charge on loan* given to the Maw. Mwb 
Mao land baa already paaaad into hania 
hands aa a result of tha inability to repay 
loans. Educationally, too, tbe Meo 


pan goals and sheep, and roam the bare, 
barren slopes of tha Axavaltis ia search 
of file wood. Unlike in many other peasant 
communities, sgri cultural work too it 
largely a woman's domain among the 
Mew. Ia many cases Iha only agricultural 
operation d one by the man is ploughing. 
Offering an explanation for this 
phenomenon, Utmaa Khan, former 
sarpaneh of Aarpndi village ia Ourgaon 
district aays. ‘This ia because our women 
are a very brave race (‘bahut bahadur 
gaum hai’). So strong are they that when 
they deliver children they arc bade to work 
the next day cooking food for their 
familial". Another informant, however, 
attributes lh« overwhelming dependence 
of Mewati agrteuhm* on Maoni physical 
labour lotos general economic and cultural 
backwardness of the coeomunity and to 
Mao ina a uai tivity towards their women. 
"Meohia are doubly exploited", he says. 
"Pint they, along with Mao man. suffer 
•t the hands of the bamm and the officials. 
Then, they are exploited by their men 
Soma are evaa mated aa 
though our religion strictly 
prohibits this " 

j The Maoa are ona of the few Muslim 

? communities in Indie who, in matters of 
mheritaUoa, are governed by than own 
rusanmury law and not by Muslin Personal 
lew. Whale Ac latter provides for a share 
for daughter* ia the p rop er t y of their 
dece a sed tttoers, foe former does not. 
Granting .daughters inheritance rights in 
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increasingly acute. Among tha 
sections of Meo society, men compel 
with one another to pay higher dowrii 
for their daughters in order w> eafaaac 
their social prestige. Despite several Cast 
panchaysU having been held by Me 
‘cfcaudhries’ (leaden), ia which it w« 
unanimously decided to do away wit 
dowry, the practice shows no sign i 
abating. In fact, many of the chaudbrie 
who had vociferously condemned dow 
at these paachayats themselves paid gran 
dowries when it came to the marriage 
their daughters. 

Meo familie* am generally large an 
women begin producing children toon afli 
marriage. Meo* believe that famil 
planning, especially limiting the numb 
of children, is strictly prohibited in Ial w 
Moat maulvit do not deal in their sermon 
with such concrete social problems 
poverty, illiteracy, women's rights, an 
family planning. Instead, they general! 
confine themselves to lecturing about th 
importance gf faith ('iman'). prayer 
(‘namaz’) and fasting (’roza*). If, sa 
Mustaq, a Meoni from Nuh, they were t 
lecture to their congregations about wbi 
role religion could play in solving th 
growing, social problems of the Meo 
they would be more socially productiv 
and relevant than at present. Musbt* 
suggests that bocks on Islam and aocis 
problems should be abridged and translate 
into simple, readily understandable Him 
and Urdu and made available in theqasba 
of Mewat at affordable price* so that th 
Mao* can benefit from them. 

If tbe literacy rate cm be said to be 
measure of development, th* Meoni* seer 
to hav* registered virtually nodevelopmer 
at all. According to reliable estimate*, nc 
mote than 1 per cent of all Meonis ar 
functionally literate. In the entir 
community of over a million, tberu ar 
said to be not more than 20-25 womei 
graduates.In most schools of rural Mews 
there are hardly any girls at all. Maori 
illiteracy does not stem simply frou 
patriarchal prejudices that frown o 
women's education, since over 90 per cen 
of Meo meo themselves are unable to re*« 


community is extremely backward; and 
estimated 10 pair cent of the Mcoe ire 
literate. To add to all their many woes, 
the Meo# complain of government neglect 


wom en folk, is even mare distressing. In 
the sphere of househ old work, the burden 
is almost entirely on the womeu. Forced 
by acute povert y , right from childhood 
young Meo girts must assist their mothers 
hi household chorus and so cannot go to 
arftaol. The y I — d fo t hei r younger s toring*. 


land. Maos contend, would further 
contribute to the . rapidly increasing 
fragmentation of then already unviebte 
landholdings, a problem that has become 
extremely acuta with rapid population 


rights, though it is not an Islamic custom 
allowed by tha ‘shariat’ (Islamic law). 
However, tha two are not equivalent; 
auiikc the property which Muslim women 
inh e rit fr om their fath e rs , over which they 
exercise control, dowry is poid to the 
groom' t family and tha bride has no rights 
over it. Tha dowry pmhiam i* beoosuing 


md write. Given the extrema pbverty an< 
educational backwardness of the comm unit 
as a whole, the low priority given by tb< 
Meos to female education ia hard); 
surprising. 

However, many Meos today seem le* 
disinclined to educating their girls. Th 
Moot and their maul vis are beginning u 
ledapt that Islam does encourage si 
believers, woman included, to aoquin 
education. Tbe general refrain auwaaemi 
to be that they do not sand their girts «■ 
school for various other reasons, and 
because it is something inobuceivabls 
something that their religion proscribes 


and discrimination against than on 
religions g rounds by local officials. growth. Dowry is seen bv the Meos as 
If th* general conditions of th* Meos > taking tbe place of worn*?* inheritance 
is woefal, dial of tha Moouis, th* Mao 
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argumant is Own bay have KmKI to jeopardise girts’education among be be blank school* is oo ike tecaicatsoe 

ofthc patri w ch a lc ust o ms fadvalues Moot forever. Pibiitclul norm* and of moral qualities; girts are also taught 

Mir putative raj put past which customs, which ire actually against be bow to be ‘good* wives and mothers, 

murage female education Another spirit of Islam, says Salma, cats only be Meonii who leans to read at the maktabr 
m they give is that secular education gradually countered. hardly get a chance to practise bear reading 

oo ore to their girls because they ere It would be nsive to see school educa- skills after they pass out and get married, 
ray not going to get government jobs lion, as it presently is, as the panacea for They simply do not get the time to rend ad 

x>l is seen here largely as a means Meooi backwardness. Barely 40 per cent their husbands generally cannot afford to 

quiring employment in a government of the teacher's posts in Mewat re filled, buy litcraturafor them. Thus, may simply 

rtment). A bird argument is that there The teachers here, mostly banias and forget how to read after a few years. Those 

‘char-divan’ (seclusion of women Punjabis ad very few Meos, are notorious who do get to read once in a while lack 

in tbs four walls) and ‘pnrda’ (veil) for taking little interest in the develop- access to suitable reading material. 

.» and the girls would be seen and ment of their students. Moreover, the Enquiries reveal that there are almost no 

it by ‘gbayr* (strange) men. It ia also curriculum, besides providing .basic subscribers even to Islamic women's 

bat girts who study in tbe government literacy and numeracy skills, seems hardly magazines in tbe whole of Mewat In be 

oil are teased by tbe boys. related to tbe concerns and conditions of smallqatbas there are hanfly any boaluhops. 

bos contend that they would be tbe rural Mewati students. The highly and the few that exist deal in textbooks. In 

isisshc about educating their daughter* sanskrfltsed Hindi of the textbooks is tbe larger qasbas such as Tijare, Huh ead 

ere were 'sedans' (all-girls) schools beyond tbe comprehension of most. Tbe Perozepur Jbirka. there ire a couple of 

on|y women teachers. Interestingly, books tend to reinforce traditional mobile bookstalls which deal in Islamic 

tbe absence of zenana schools is seen communal and gender stereotypes, books and tracts. These are tbe only source 

Moot as tbe reason why they should Besides, a common complaint is that the of reading material for most Meos and 

and thah girls to school, tbsy show no textbooks tend to glorify brahminica) Meoou.thoagb tbe shop-owners re veal (hat 

ar hesitation in making their women Hinduism and tbe 'upper' castes and most of their customers are mwJvis and Dot 

in the fields, in open view of 'strange portray tbe Muslim rulers is a bad light, ordinary peasants. There are just a few 

.Further, the 'burqs’ is almost entj rely ignoring (he great contributions of Islam, books available at these stalls that deal 

own in Mewat. 1 and so also is strict In tbe absence of a thorough revision of specifically wib Muslim women. TV most 

wion. for Meooi* must work outside the curriculum, be lack of enthusiasm on popular of these are Bahishti Zevar by 

homes. Argues Mohammadi Begum, be part of tbe Meos to send not just tbeir Mauiana Ashraf All Thanvt and Musalman 

nieoei librarian of be Mewat Model girls but even tbeir boys to school is Bivi by Mauiana Mohammad 1drees 

s>L FerozepurJhirka. ‘If our working understandable Ansari These texts merely reinforce 

: fields the whole day without burqa* Increasingly, be Meos are sending tbeir traditional gender roles and stereotypes, 

septsble to our menfolk, how is it bat girl* to Islamic 'maktabs' (primary Likewise, almost all be other religioas 

fag stschool, learning proper manners schools) attached to most village mosque*, tracts sold at bese stalls are of the 

etiquette, dressed in 'hijab' (modest There they learn to read Urdu and are traditional sort. No p ro gress ive literature. 

), can be said to be against religion T' taught to memorise parts of be Holy Quran, whether Islamic or otherwise, is a nywhe re 

fag the isms sentiment. Pajraddm Pew maktabs actually leach tbeir studeots available in Mewat. 

i,sarpanchofDoha(Ourgaondistrict) bow to write. Though the pedagogical 

founder of tbe Bibi Fatima Oiris techniques employed, and much of the Rmkt Davnuinfatn 

ol, tbe first and only all-girls' Meo- content of the education imparled at be 

modern school, says. "Islam enjoins maktabs leaves much to be desired, for Today there are signs bat the Meos are 
all believers, men and women, to the Meoni* bey are be only affordable waking up to be pressing urgency of 

ire knowledge. Unfortunately, most ^nd culturally acceptable means to acquire educating tbeir girls Three girts' maktabs 

art in the dark about bis. One of reading skills. Most maktabs are co- and schools have been set up in Me wat 

lain reasons why we Meos are getting educational. No fixed fees are charged; so far. Fatuniat-ut-Zobra school in the 

er is bat we do not have educated parents give grain and money to the village of Sakras (Gurgaon district) is<me 

Mrs. Mothers are actually the very Maulvisloteacbbeirchildren,tboughfor of Mewat’* very few *11-girls' Is!amir 
as as of our children. Education will poor families this is not compulsory. Girls maktabs. Fajroddin Bashar, be village's 

our girls aware of what is'halaT are withdrawn from be maktabs as soon young post-graduate sarpanch. and a local 

) and 'haram' (wrong), which is alto as bey attain be age of puberty and are social activist. Nazir Ahmad, were be 

Islam wants them to learn. So bow ben married off, for from bat age onwards inspiration behind it Established in June 

. at all be said bat schools will spoil bey become vulnerable to ghayr men. 1993, it already has nearly 70 students ou 

V According to Salma Begum. 1 a including tbeir male teachers. Tbe its roHs. TV two young lady teachers an 

-graduate Meooi from Delhi's lamia maktabs of Mewat and tVir teacher* are daughter* of Ahmad; they have just 

is Islmnia, now teaching Geography still completely untouched by modem, completed a five-year'slim* course at be 

e Mewat Model School, the Meos progressive Islamic theological develop- Jamiat-us-Salifast. an Islamic girls 

d not have been as hostile to girls’ menu. TV 'dan-i-nizami', prepared way seminary at Malegaon. Maharashtra. TV 

ation had it not been for a few cues back during the reign of A urangzcb, is still school's course consist* ofUrdugrasnmm 

located Meoni* getting married on be 'nitab' (curriculum) for almost all be and two lexis dealing wib religious 

own accord outside tbe Meo madrataa in Mewat, as for be rest of matters. TV textbooks are givee free to 

nunity, albeit to other Muslims. India. Almost no makub or msdrasa the students, though notebooks and 

rase of bis. sV says, many Meos receives new spape r s or journals and very uniforms have b V purchased Tuition 

bat education will 'spoil'tbeir girls, few of them get even ialamtc periodicals, fees are Rs 20 per mouth, but bey are 

ileu the traditions of (he community Thus, leave akmc the girt students, even waived for those who caaoot afford to pey. 

ut, ahe maintains, it is necessary for tbeir ‘uatad* (teachers) an quite in the TV maktab is presently ran in a kaefca 

w educated Meoni* to be particularly dark about tbe fast-cbanging world room which is kept spotlessly clean 

111 about how they behave so as not around them. TV ovarwhefafang stress at Despite some opposition from a faction 
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of the Moot of Sskrsa, who aee the Mtt»| 
up of the maktab as a ploy to win vole*, 
the sarpanch is making arrangements to 
boose it in a more permanent building. 
He hopes to turn it .into a girls’ school 
where both secular and religious subjects 
will be taught It is only by combining 
the two, he says, that the Meos will be 
able to appreciate the value of girls’ 
education. 

The Kulliyal-ot-Tahirat (’School for 
Pine Girls') is the girls’ section of the 
sprawling Meel ka Madrasa at Mod Kbedla 
in Bharatpur. Rajasthan. It was started in 
1993. Its founder and principal is Maulvi 
Qasim, grandson of the well known Meo 
Miyanji Musa, who played a leading role 
in the spread of the Tabligbi Jamaat'. an 
Islamic reformist movement in Mewal. 
Today about 300 girls study here, mostly 
Meoois- The school has attempted to 
introduce some elementary mathematics, 
Hindi and Home Science in its curriculum, 
but Maulvi Rashid, the ‘nazim-e-talimat’ 
(‘director of education*) says that this has 
not been able to proceed very far due to 
their inability to pay the high salaries 
demanded by trained teachers of these 
subjects. They have to rely on madrasa 
products instead to teach secular subjects 
far which they have not received any 
training. Girls are admitted to the school 
at the age of seven and are allowed to 
stody until age 12. for they then approach 
puberty and are nearly all married off. 
They Stay together in one wing of the 
madrasa along with the all-female teaching 
staff. Maulvi Rashid says this is the only 
girls' boarding school in the whole of 
Mewat. for few other maulvi* are willing 
to take the great risks entailed in such a 
venture. Perhaps the most impressive and. 
remarkable of the girls Education project* 
in Mewat is the Bibi Fatima school at 
Duha (Oorgaon). close to the Alwar 
(Rajasthan) border. It is a private school 
of the tarpanch Fajruddio Khan, who is 
so popular that he has been returned to 
the port unopposed since 1983. Khan is 
barely literate himself, yet his enthusiasm 
for education, especially for females, is 
boundless. He says that since 1983 be has 
been spending 60 per cent of the 
paacbayal's entire budget on education 
alone. As a result of his untiring efforts, 
Duha now has a government high school, 
a government girls' school and his own 
Bibi Fatima primary and middle school, 
which started functioning in 1992. This 
school has over 170 girls on its rolls, 
moat of them Meoois but many also from 
local non-Muslim castes as well. Its *11- 
woman staff, too. is mixed in term of 
religions and car te affiliation. The Haryana 
Board syllabus, despite all its limitations 
and cultural tn ap prop ri atencss for rural 
children, is followed by the school. 


Religious education is bnpartod by a 
Meoai teacher to the Meo girls two hours 
every day after class hours. The idea of 
setting up the school, says Fajroddin 
Khan, came to his mind whan be saw the 
cruel exploitation of Meoni labourers in 
the stone quarries that businessmen 
from outside have now begun operating 
in Mewat He realised that the only way 
they could fight against this oppression 
was by becoming educated about their 
rights. 

Khan has a word of advice and caution 
for social reformers in a burry - changing 
fossilised beliefs, customs, values and 
institutions is a long affair, a gradual 
process. Policies and programmes that 
ignore local cultural sensibilities are, more 
often than not doomed to failure from the 
outset. 



IMstcrW far this paper was coMtcted Serial 
three fiald trips to Mewat is November 1992aad 
January aad March 1993. 1 «u» pwUeuUrly 
grataAU la Satan#. Mnhauuusd Swaleh Khaa 
Start, Bast Aroraji, Maulvi Rashid Stash aad 
tumreour Meos too maay to be as act need, for 
Um faformatioa that they treaty taared wkhne.| 

1 Over the past few yean a few Macros, gsaeolly 
is Rm lows*, have btgus doming dm tamp. 
They belong to fata be* that have improved 
their econom ic sttataoe such that they caa 
dispense wMi that* woman's agricultural work. 

2 Saturn plaasto do her PhD oo the worsen or 
Mewat, She had earlier wasted to wort on 
modem education among the Meoois but tar 
changed her mibd on raalisiag that the uaivnrsc 
of her tardy weuM have bee* microscopic. e<* 
note than 0.001 per ceat of the S' .mu 
papulattoa. 


Conserving Biodiversity 

Need for Statutory Support 

AKJlu 

While there are maty laws which allow for the conservation of 
biodiversity in India, many of the provisions cannot he implemented 
because of existing socio-economic and political constraints. 


BIODIVERSITY ie the sum toui of alllifc 
forms. This is perfasps the simplest 
expression for the most complicated 
system on earth. For attempting to 
comprehend biodiversity in its totality 
and understand its various aspects 
scientists have used the concepts of 
ecosystem diversity, species diversity end 
genetic diversity. Port manager, however, 
the individual as well as combined ‘status’ 
of these diversities are the things that 
matter. 

Conscious msuipulalkm as also wanton 
destruction of habitat a* pronounced 
behavioural aspects are rtlatablc to hardly 
any species other than homo sapiens. As 
a consequence the observed decline in 
biodiversity is simply mind-boggling. 
Scientists believe that the total number of 
species in the work 1 is somewhere between 
10 and 80 million out of which about 1.4 
million species have been identified. 
Reports however indicate that about 100 
species of invertebrates arc lost to 
disforesUl ion and habitat destruction each 
day. All species of mammal* as well as 
carnivorous on earth are declining. More 
than two-third* of the world’s 150 species 
of primates (which include monkeys, 
lemurs and humans) are threatened with 
extinction. Three-fourths of the world's 
bird species are declining in population. 
A worldwide decline ia observed in 


amphibians in recent year* and most uf 
the fishes bsvc declined in population 
CConserviingt- Biological Diversity’ hy 
John C Ryan. Stair of she WorU 1992. 
World Watch Institute). In short, max* 
extinctions seem inevitable and with the 
present level of inertia and myopic 
approach towards tackling all including 
environmental problems in most of the 
countries, death of mankind will, in all 
probabilities, be a case of suicide. 

In India the situation is no less alarming 
in any way. About 45.000 species of Hoc* 
and 65.000 species of fauna are found in 
India, population of most of which it 
declining. 1 Over 1.500 species of flora ami 
fauna we in the endangered category. A* 
on today out of the total area of 329 
million ha, 175 million ha of land in India 
is in a degraded condition because of 
erosion, salinity, alkalinity and various 
other factors indicating kata of biodiversity 
Similarly grasslands and pastures, just 
about 3.5 per cent of our geographic are*, 
are under severe degradation due to the 
pressure on account of a 500 million 
domestic animat population. The 7S 
million ha area of forest land in India ha» 
abont 40 per cant area under-stocked and 
under visible stress re salting in loss of 
biodiversity far one reason or the other 
Wetlands and marine ecosystem# rich in 
aquatic and bird-life are also facing 
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Meat* of over-#xploit#Uon and 
riton leading to 1dm of biodiversity, 
here warranta sp e cifi cal ly - orieoted 
ediate action plan for biodiversity 
orvatiooauppwted by an effective legal 
•work not only railed id die present 
3-pot itko-eoonomic situation prevalent 
dia but also duly aligned with the long- 
i atrategiea of development The tank 
oualy it not easy. 

w IUCN (the World Cooacrvation 
»). UNEP nod WWF indicate that 
rtrici should have comprehensive sys- 
i of enviromnctital law to safeguard 
an rights as well as interest of future 
nation. The productivity and diversity 
e earth should also be protected by this 
Itanium through recognition of the Icgiti- 
y of 'local approaches'. 

. present the concern of the go verament 
sdia for biodiversity conservation is 
cssed through various acts and legal 
intents which constitute environmental 
in India. Important amongst them are 
ndian Forest Act. 1927. Wildlife (Pro- 
on) Act, 1972 (amended in 1991); 
inmniental(Protection) Act. 19X6; For- 
Conscrvation) Act. 1980 (amended in 
!): The Water (Prevention and Control 
dilution) Act 1974 (amended in 198X); 
Air (Prevention and Control of Pollu 
I Act. 1981 (amended in 1988) and the 
fication on Coastal Regulation Zone. 

I. The National PYvcst Policy 1988. and 
onal Conservation Strategy and Policy 
uncut on Environment and Develop 
U I992.puhli*hedby government oflndis 
indicate furtherance of the cause of 
ervatton. Interestingly. roost of the cf- 
; to ensure compatibility of conscrva- 
-oriented legal structures with the 
iged socio-economic conditions have 
n shape from l9K6onward*. Apart from 
various judgments passed in cases 
;d to issues pertaining to conservation 
rest and wildlife in particular and to the 
;ts of pollution, etc. on tbc natural re- 
ccs as well as human life in general 
tele that the thinking of judiciary is also 
wning predominantly pro-envuunment. 
has specific implications for tbc con¬ 
ation movement ut our country and 
: to its strength by buttressing the stat- 
i support to the same, 
te Indian Forest Act. 1927 (IFA) con- 
: one of the find lend settlement slrat- 
s in India. It however, also prescribes 
ific acts a Ho svedf prohibited in various 
ones of such land as well as in regard 
;>divcrsity elements in ihr name of ‘forest 
uce’ depending on the statutory status 
ted to the same by the act . Considering 
efiiution of ‘forest produce' one finds 
it isof two specific categories as detailed' 
• Section 2(4) of the IFA. The first 
ory incMca specific ally mentioned 
s in Section 2(4Xs) like timber, char¬ 


coal. ca te e h n . aarima flowers, etc. which 
whether found in or faronght from forest or 
not, are included in the definition of ‘forest 
produce' . Thus, this category of specifical¬ 
ly indicated material gets sub jected to all 
rales and regulations under IFA irrespec¬ 
tive of its place of origin. The other cat¬ 
egory indicated in 2(4Xb) derives its status 
as ‘forest produce' from the place of its 
origin, i e, it is a ‘forest produce' only when 
it is found in forest or is proved to have 
been brought from a forest. This category 
includes general hems like part* or portion 
of plants and trees, wild animals including 
their parts or produce, etc. 

In the case of reserved forest (KF) the 
land as wells* forest produce’ on the same 
automatically receive, by virtue of reserva¬ 
tion notification itself, protection against 
human acts made punishable under the act 
as per specific provisions. Under this act 
tbe rights of the local people in case of RF 
are either allowed to continue by altering 
the proposed boundary or Iren*located onto 
a convenient patch or are commuted by tbc 
forest settlement officer (PSD) as per laid 
down procedure. The FSO concerns himself 
specifically, span from other rights, with 
the right to receive or take ‘forest produce' 
from the forest area and also whether such 
material can be sold or bartered by the right 
holder. In protected forest (PP). however, 
the nature and extent of the rights are simply 
enquired into and recorded. In case it is 
essential to declare an area protected, the 
state government docs have tbe authority 
to declare the area as such but tbc existing 
right* of individuals or communities sre not 
to be effected or abridged. In PF the stale 
government is required to declare certain 
species as reserved or make rules to 
specifically cover ‘forest produce* for 
bringing the same under tbc purview of the 
IFA. It can suspend the rights of private 
persons in some specific portion of PF 
provided the remainder of such forest is 
sufficient for a convenient exercise of the 
rights so suspended. Thus, regulating collec - 
lion, subjection to manufacturing process, 
or removal, etc. of any forest produce from 
PFrequires specific notification* lobe issued 
by the state government Without this the 
biodiversity in PF cannot be effectively 
managed by using IFA. The stale government 
*can notify any land just as 'forest' also and 
prescribe regulation* for the conservation 
of trees and forest thereon under the IFA. 
In some stales, however, governments have 
enacted Private (Forest Acquisition) Acts 
to serve the purpose The action in this 
regard is basically intended to be taken in 
the interest of some public purpose like 
preservation of public health, mai nt ena nce 
of wrier supply, co nse rv at ion of tree* and 
forests, preservation and improvement of 
•oil condi ti on, etc. The IFA also provide* 
an opportunity to the owner of any land to 
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r equest the gw—rat to get Us bad 
managed m reserved or protected forest 
through government agency. 

Biodiversity is found not only m the 
legally declared ‘forests' bet outside also 
and ‘forest produce' can be seen as the 
building blocks of the same. As on today, 
however, majonty of the specie* aad items 
dial constitute biodi vet* ity fall in the second 
category, i c, in Section 2(4)(b) and they 
can be confidently subje c te d to regulations 
of IFA within the notified forest areas only. 
No sooner that such material comes out of 
tbc forest area through one means or another 
the task of regulating its movement*, etc. 
by using provisoes of IFA become* difficult 
and benefit of doubt, mure often than not, 
goes in favour of tbe people dealing m such 
material. Notwithstanding the fact that the 
forest departmenthas concentrated generally 
on the management and exploitation of 
major ‘forest produce’ like Umber and other 
items contained in the first category, the 
control on the exploitation and exit of pfaM 
parts and portions lire medicinal herbs and 
shrubs become* difficult because most of 
these are collected as a consequence of 
exercise of rights/ c oocc ss ions by the tribal 
and local people and die aspect of sale 
or ‘barter’ is neither dearly mentioned in 
the FSO's report nor it is practicable to be 
effectively monitored by the department. 
There are very few forest divisions where 
items of 'forest produce' of Section 2(4Xb) 
are either managed through a proper 
inventory or auctioned. Thus, because of 
lack of organised collection and removal 
at the field level there is hardly any control 
on these elements of biodiversity and mast 
of the material reaches msrkct through 
middle men who purchase the same from 
the local and LrjhaJ people and reach Ibc 
same to the wholesalers for further export 
ur use within Indi a depending on it* potential 
use. At the point of export, in most case* 
the wholesale dealers as well a* retailers 
tend to indicate that the material with them 
has changed number of hands and also that 
the non-wood forest produce existing with 
them l* other cultivated or originated from 
a non-forest-area For want of infrastructure 
as well as due to non-availability of 
verifiable linkages and parameters futility 
of any effort intended to d ete rm i n e b a ck ward 
linkages becomes an obvious condasscw 
and there is always a possibility of export 
of such items without detailed verification 
about legality of their p rocurem ent under 
die pressure of liberalisation' ta to* Run 
policy. The fact, however, reman** dux 
because of the unorganised nature of cade 
at the initial stages the want sufferers are 
both tnhsl* as wall as the r e s o ur ce -base. At 
a master of fact tbe local and tribal poopte 
do not restrict tbc as selves to the areas 
a ss i gn ed by the FSO fcr toe purpose retuta n g 
in lower earnings as well as mdtamminitr 
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removals tad degradation. The forest 
guard, more often than not, is either « 
party *° the whole exercise or is a silent 
observer since be is not oriented to take 
cognisance of such 'petty items’ going out 
through the exercise of a 'right* or 
'concession’. The major chunk of the profit 
is taken by die middle-men who exploit 
the local ‘collectors’. Thus despite the 
fact that the IPA seems to be having 
provision as well as potentiality for 
regulating the exploitation as well as 
transit, etc, of all ’forest produce* 
originating from forests, at tbcttime of 
actual implementation, tbe results are 
extremely difficult to achieve. The non¬ 
specific nature of definition of non-wood 
forest produce as 'Forest Produce’ in the 
Section 2(4Xb) of the act is also partly 
responsible for this-ineffectiveness. Even 
for the items of Section 2(4Xa) that are 
very limited in number, the practicability 
of enforc-cmcnts in areas outside forests 
except for ‘visible’ items like timber, 
charcoal, etc, is also quite often jinxed for 
one reason or the other. 

Wuxjfb Act 

Considering the potentiality of Wildlife 
(Protection) Act 1972 (WLPA), one finds 
that tbe sanctuaries and national parks 
(protected areas) duly declared under this 
act are subjected to specific provisions in 
regard to the notified area of PAs in general 
and ’wildlife’ as tbe targetitem in particular 
whereas tbe provisions regarding regulation 
of transit, trade and commerce in areas 
outyide PAs are limited to specific items 
like 'wild animals’, ’animal articles', 
‘trophies’, ‘spccifiedplants'.etc.asdefined 
in tbe act ‘Wildlife* has an extremely wide 
connotation and an inclusive definition 
contains vertebrates, invertebrates as well 
as vegetation forming part of any habitat 
Thus inside PAs all the building blocks of 
biodiversity get statutory cover by virtue 
.of application of WLPA provisions to 
‘wildlife’ as such. Outside PAs. only six 
species contained in the schedule Vf of the 
WLPA attract the various provisions of the 
act so far as ‘Flora’ is concerned. The faunal 
category also restricts itself to tbe ‘wild 
animals’ specified in schedules I to V in 
non-PAs unless the first part of the 
definition of ’wiki animal’ indicating any 
‘animal’ found wild in nature is 
emphasised strictly and effectively daring 
implementation. The chance of acceptance 
of suefa interpretation having extremely 
wide scope as also the possibility and 
feasibility of discovering definitive 
backward linkage*at implementation levels 
for pinpointing origin of any animal teem 
quite remote in tbe present circumstances. 
Again, tbe practicability of total reliance 
on Section 57 prescribing bureau of proving 
legality of possession as lying on tbe 
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accused, quite oft an, is .liable to be 
questioned especially as a contrast element 
vis-a-vis other criminal acts. Those obvious 
limitations reduce tbe scope and effec¬ 
tiveness of the provisions of WLPA by 
reducing the number of target elements of 
biodiversity to specific items specified in 
tbe schedules of the act. A further reduction 
in the number is caused by tbe definition 
of ’animal' which excludes invertebrates 
and hence all entries of invertebrates in the 
schedules of WLPA can, by this 
interpret*lion, be seen as redundant or 
outside the purview of the act. Such 
definitions tend to reduce the definitiveness 
of applicability of the act and also 
confidence-level of implementors by 
increasing the scope of interpretation that 
could be used against them. Tbe various 
schedules of WLPA contain approximately 
1SS species of mammalia. 2.100 species of 
aves, 320 species of reptilla, 3,100 species 
of artbopoda. six species of amphibians and 
six species of plants. Thus, outside PAs 
only these number tend to confidently attract 
tbe provisions of WLPA while the total 
number of flora and fauna making up our 
biodiversity wealth is approximately 0.11 
million. In short WLPA has limited 
applicability both in terms of area as well 
as target species so far as conservation of 
biodiversity is concerned. 

The Forest (Conservation) Act. 1980 
(FCA) was brought in to primarily regulate 
the diversion of forest areas for ‘non¬ 
forestry’ purposes. Tbe FCA defines ’forest 
area' as any area shown as ‘forest’ in 
government records and accordingly its 
provisions are applicable not only to 
government-owned forests but also to 
private forest areas. The Go* bench of 
Bombay High Court id a recent judgment • 
has further enhanced tbe scope of FCA by 
indicating that even such areas which may 
not be shown as forest' in government 
records but have vegetative cover to make 
it look like a forest attract the provisions 
of tile act. (Sbivanand V Salgaonkar vs 
DCF, Ooa State. Writ Petition 162 of 1987,) 

The FCA has often been criticised as 
being anti-developmental but (he fact 
remains that it has effectively helped in 
checking the mass scale diversions of forest 
areas that went on prior to 1980 and 
accordingly has significantly reduced the 
pace of loss of biodiversity on this count 
in our country. Notwithstanding the fact 
that compensatory afforestation in no way 
can adequately compensate^the Iocs of 
biodivenity on account of change of land 
tula, it can definitely be scan as creating 
ponribilitiex of development of biodiversity 
in such newly afforested areas. Tbe 
regulations regarding monoculture, though 
seemingly stringent against in situ 
conservation of certain desired specie* of 
medicinal plants, have their positive a* peel* 
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also in regardto the oaosarvatianoCnverall 
biological diversity in forest land per st 
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P ao rmrrwo Ewvteowxuwr 

Tbe Environmental (Protection) Act, 1986 
(EPA) came up as a general legislation with 
a resolve to protect and enhance environ 
mental quality. It intends to regulate the 
discharge of environmental pollutants and 
handling of hazardous substances. An im¬ 
portant aspect of EPA is the grant, similar 
to that in the WLPA, of power to private 
individuals to proceod against offenders 
directly in tbe court of law after giving a 
notice to the specified authority for the 
purpose. The EPA can be seen as an impor¬ 
tant tool for preventing depletion of 
biodiversity in the non-forest land* through 
control mechanisms safeguarding environ¬ 
mental concern. The Water (Prevention and 
Control of Pollution) Act. 1974(WPCA)and 
Air (Prevention and Control of Pollution) 
Act. 1981 (APCA) have also been used to 
create conditions conducive to the conser¬ 
vation ofecosy stem s and biodivenity therein, 
though simply as logical and legal conse¬ 
quences. Various courts in India have con¬ 
sidered and decided upon broader environ 
mental issues utilising the above acts in favour 
of conservation. In M C Mehtav* UOl (1987) 

4 -ICC463 the Supreme Court has indicated 
that life, public health and ecology have 
priority over unemployment and loss of 
revenue. The Kerala High Court in 9711 of 
1989 recognised the ill-effects of action), 
imperilling n pen on habitat ax well as flora 
and fauna and gave judgment in favour ol 
conservation of the same. The question of 
pollution and environmental degradation 
have been considered by various courts in 
India on the fundamental premise that the 
right to environment is part of right to life 
and the right to life is more than immunity 
from extinction. 

The Kerala High Court in 3473 and 4f>22 
of 1988 has noted that when degree of 
pollution crosses tolerance limit it invatics 
the rights under Article 21 of the 
Constitution. The judgments passed under 
tbe above acts have a vital impact not only 
on the lives of human beings but also on 
tbe biodiversity in and around polluting 
agencies on a long-term basis as a definite 
corollary. In U»c judgment of Calcutta High 
Court in 2851 of 1992 (People United fis 
Better Living in Calcutta fttblic vs State 
of West Bengal and Others) the question 

of wetland conservaltom has been dealt with 
in deuil wherein the high court has restrained 
the respondents from reclaiming wetland* 
for changing its bod-use and has directed 
to maintain the nature and character of the 
wetland* in the preaent form as well as stop 
all encroachments. This judgment not only 
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mtfh-&*k* im bai+o.h*4ty 
fmk 4e priority gntitedbytheeourtio 
i lawn of bitxfiverrity eoaa cr v et km in 
4 mtm. Theastiooal pro gram me of (be 
nistry of environment mi forats cm 
tiaock, mangrove* aod coral reefs ensures 
financial assistance to the Mate 
veromrott for coo-nervation of such area* 
i relies basically on BP A, FCA, WLPA, 
PCA and APC A foroeatki( (he necessary 
lutory bade up. 

(Environmental degradation and bio- 
•eraity depiction an special types of social 
iblcms. Any society can be eco-logically 
rtainsble only if it conserves biodiversity 
iile simultaneously protect-ing the life 
sport system. This requires, as siniul- 
eous endeavours, prevention of erosion 
cco-frontiers and building up of a viable 
item bio-rcscrves. The development of 
.s network is first step in this regard. 
rsentlyPAs of India cover about 1.3 lakh 
km which is about 4 per cent of the 
(graphic area. The recom-mendations of 
PA Network Report- 1 envisage a total 
a of 1.8 lakh sq km or 5.6 per cent of 
geographic area. Even if this target is 
filled, the major thtust area for bio- 
ersity conservation has to be non PAs. 
The National Forest Policy 1988 
tounccd its basic objective of (be policy 
ly highlighted by (be expression that the 
- vc domestic requirements of the tribal 
I other poor living in or near forest* 
<uld be the first charge on forest produce 
nxidering the present socio-economic 
tdition and aisocondiuon of the resource 
ic in most of the non-PA* a regulatory 
cart with reference to biosphere people 
tpled with incentive-based system of 
leneration of the non PAs through 
(system people’s participation is perhaps 
only option available for any significant 
mtux to conservation efforts and such an 
troach can be sustained only if there 
sts an appropriate statutory support to 
same. Withtbeprecessofimpovensation 
ding to establish the ecosystems people 
agents of the biosphere people in the 
^all degradation matrix the local people 
against their own interest and suffer 
«* malnutrition indicated through bqdy 
ight and mid-upper arm circumference.' 
fhe writ petition in the Bombay High 
uit, Nagpur Bench by Sheet* Barsc in 
3 on the issue of deaths of tribal children 
areas of McJgbat close to township* 
arty indicates that the deaths could be 
Ued to the degradation of land and 
iscqueut non-availability of edible forest 
due* as well as crude drags that were 
istiuwnts of the system of medicine 
rtiaed by the Kerku tribes. The revival 
interdependence of indigenous people 
. biodiversity elements hat no substitute 
the p r ese nt circumstances but now this 
sde a new approach with statutory sup¬ 


port. In the pTeeautdaanocrntic situation not 
much of p osit i v e resp o n se in favour at 
cnamrVrtkst caa.be aneured by ac ti v at ing 
certain penal ptovicknuHk* 4c Section 79 
of the IFAwfcichpreaeribe* action forfeiture 
to assist forest offices* in their efforts to 
protect and pre s erv e forest* that are reser- .- 
voirs of biodiversity. Reid ex p e r ien ce end 
related reebrfs show diet this section as also 
Section 81 of IFA have virtually remained 
nonrimpkmeatable in the p re sent socio¬ 
political scenario. 

International trade is yet mot iff aspect 
influencing biodiversity conservation is¬ 
sues in a substantial manner. The Conven¬ 
tion of International Trade in End anger ed 
Species of Wild Flora and Fauna (CTTES) 
and Export-Import (EX1M) Policy are 
operated by India to regulate its iaternatiem- 
al trade in regard to biodiversity items like 
plants and wild animals and parts and 
products thereof. As signatory to the Con¬ 
vention on Biodiversity held in Rio in 1992, 
India is committed to the fulfilment of its 
various objectives with a determination to 
conserve and sustainably use biodiversity 
for the benefit of the present as well as 
future generations. In this regard the issue 
of coupling the access to ap propriate tech¬ 
nologies with sharing of gpnetic resources 
is of utmost importance since many species 
unknown to the modern world are is iw 
by indigenous people in their traditional 
lifestyles and their sustainability could be 
jeopardised if they get opened to world 
trade without development of complete 
knowledge about them. As erf today a num¬ 
ber of plant portions obtained from various 
countries come into India for making their 
extracti/dcrivative/ and further re-export 
because labour in India is cheaper. Further, 
a number of bio-fertilisers and tno-control 
agents are being developed and exported 
from India. All these (end to go on without 
muchof control in the name of liberalisation 
quite often ignoring the aspects of intellec 
tual property rights and biosafety aspects. 
With globalisation of trade in bio-resourc¬ 
es. the need to protect the rights of farmers 
and plant breeders has also become ex¬ 
tremely important. Thus Fjtim Policy, which 
for the first time in 1994-95 has incorpo¬ 
rated the principles of ecological consid¬ 
erations id its objectives, needs lobe further 
attuned to biodiversity conservation issues 
Simultaneously it is essential to formalise 
and monitor internal trade also with a view 
to know and relate its quantum to specific 
stilus' of specie* in commerce in the 
interest of conservation. 

Any mw legislation giving effect to 
biodiversity conservation has Ui be enacted 
in coaionance with the existing legal 
instr ume nts while not only considering the 
present so ck ) eco nomic condition end 
development hut also anticipating the 
chenge* <*> *long-term tjn% frame. While 



peopl e , provision* safeguarding the bag - 
existing intwdependmt at such people 
and ra aoa rr i burn need to he incor p or a ted 
as om of the basic 4ema* m such in 
instrument. This will elso require s 
mschsnima with smmtcryhsdt up to control 
the trade in biodiversity elements in a way 
ao as to protect the resource as well as bona 
fide producers and users from being 
exploited. A sharper focus on the ioerer 
group of plants aud animal* irre sp ec ti v e of 
their place of origin has to be belt up 
through such a legislation and. as a 
concomitant action, 4edefiai*oaeb WLPA 
aud IFA should be modified 14 include 
imported biodiversity elements and also 
genetically transformed material. The 
statutory bindings on genuine in situ 
conservation efforts with the help of local 
poopb should encourage primary producers 
and intervention* by government should be 
limited to the extent of saving them from 
exploitative forces. The ex-rim conservation 
sod genetic transformation efforts, how e v er. 
should also be a matter of scrutiny from lbs 
paints of view of access to fanatic resources 
in the wild, compatibility and comparability 
of the created resource, transfer of 
technology. intellectual property rights, and 
bio-safety considerations. Ik concept of 
sustainability wiD have to be introduced 
into the planning and developmental efforts 
concerning biodiversity while building up 
simultaneously a system of adequate 
compensation for the ecosystems people in 
cases oflossafbiodivenity due to unewondde 
reasons. (Sec ‘A System of Positive Incen¬ 
tive* to Conserve Biodivenny ’ by Madhav 
Oadgil sod P R Scsbagin Rao. ETW, August 
6,1994)Qr*irt of mccotrvta for conservation 
efforts should also find a place in this 
instrument. A* a specific niece of legislation 
it should also Fridge the gsp* be tw een 4c 
various components of the existing system 
of environmental laws ss specified in 4s 
earlier pans. Considering ail the above 
requirement* and also the lunitatxms of 4e 
existing acts m the changed tiirnnsfons 
it is necessary that an effective statutory 
back up through a new act it pr ov i ded to 
the biodiversity conservation strategies that 
are attempting to shape the future of India. 
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Southern Africa In New 
International Order 


VSSkctli 


The relations between southern African states in the post-apartheid era 
will evolve at the dictates of the emerging world order, and that the 
fulcrum of this evolution will continue to rest with Pretoria. 


HUNDRED yeans afferGandhiji set his foot 
over South African .toi], racial discrimination 
and apartheid have been finally eliminated 
with the installation of a non-racial 
government in South Africa. The termination 
of the apartheid system in South Africa and 
the cod of international cold war will 
decisively change the political dialogue in 
the African continent. The first part of this 
essay traces the growth of interdependence 
and democratisation in the' international 
community as well as in southern Africa. 
The second part discusses the relations 
between southern African stales in the 
emerging international order. My essay 
argues that the relations between southern 
African states in the post-apartheid era will 
evolve at the dictates of the emerging world 
order, and that the fulcrum of this evolution 
will continue to rest with,Pretoria. 

lNTHtt*H5NDBNCh, ObMOCRATISAHON 

and SotmautN Africa 

The world order hada dialectic evolution 
under the growing influence of science and 
technology on the human life. Expansion of 
science and technology have generated forces 
of democratisation and interdependence 
within the international community, which 
have dealt a mortal blow to the supremacy 
of the colonial, imperial and racist forces in 
latter half of the 20th century. 

The southern African region, including 
South Africa, constitutes a single geo-cco 
system, which was partitioned by the 
European powers during the 19th century. 
The arrival of colonisers in the 19th century 
saw the birth of the policy of political and 
economic discrimination on the basis of 
physical features and the skin colour. The 
policy of racial discrimination, and 
subsequently that of apartheid, drew 
inspiration from the principle of white man's 
supremacy The theories of colonialism and 
racism shared a common belief that the 
institutions and values of the white man 
were superior to whatever the African 
possessed and it was doty of the former to 
uplift the latter to a higher standard of 
civilisation. The linkages between colonia¬ 
lism, imperialism and racialism were not 
incidental [Sheth 1991:12-41 j. Though the 
white-dominated South Africa became 
independent in 1910 and expanded its 
territorial hold to south-west Africa at the 
end of first world war. the European colonial 
control in southern Africa gave the South 
African whites moral support in their 


policies during post-second world war 
period ' 

The policy of apartheid in South Africa 
evolved from 1910 to 1960. a period during 
whicly the imperial and colonial forces 
survived two disastrous wars and faced 
increasing ideological and nationalist 
opposition all over the world. The attempts 
tg operationalise the colon teal relationship 
of dominance and dependence through the 
League of Nations failed, and gave way at 
the end of second world war to nationalist 
and democratic forces. The difference in the 
territorial spread of two work! wars fought 
within the time-span of one generation 
revealed the speed with which science and 
technology had made different parts of the 
world interdependent in the time of war. 
The shift in the power centre under bipolar 
conditions and the granting of independence 
to large number of colonies during the 50s 
and the 60s indicate the decline in the 
strength and status of former colonial and 
imperial powers in the face .of growing 
interdependence and democratisation of 
nation-states relations. 

IvratUtiPHNDfcNrt OF SolnHMtN 
African, Static 

In the post- second world war period. South 
Africa was strategically important for the 
survival of western influence over the region, 
and therefore. Pretoria was made the hub of 
regional balance of power. Simons town 
agreement linked the regional balance of 
power to the global balance of power by 
aligning South Africa with western alliance 
system. During the cold war. political, 
economic and social advancement of the 
black majority was considered detrimental 
to the interest of the ruling white minority. 
The white masters of South Africa gave up 
free enterprise thesis of the classical school 
of the 19th century had developed a situation 
akin to the internal colonial exploitation 
based on the principle of complete 
segregation of majority Macks and minority 
white population in all aspects of life. Such 
a soda I system artificially deigned to 
promote interests of a minority group of 
population depended upon ruthless use of 
state force and the support it managed to get 
from the outside power*. The white minority- 
con Willed South African state, with the large 
Mack population lying within and outside 
its border* supplying labour to the white- 
daminated industry and mines. This was 
neo-colonialism wherein the exploitative 


metropotean state, lay tt dm case of South 
Africa within the state having external 
economic sad political linkages with the 
fonat^<xtkmialpcssw»fRamtAaadaid 19M). 

The dependence of the landlocked 
southern African states, namely.Botswana. 
Lesotho, Swaziland, Zimbabwe, Zambia 
on South African economy grew with the 
passage of time. South African economy, 

having well-developed infrastructure of 
transport, telecommunication networks, 
natural ports, advanced agricultural, mining, 
manufacturing and industrial sectors. Urge 
foreign investment end capital accumulation, 
and abundant supply of labour exerted a 
magnetic pull on the neighbouring 
landlocked economies [Clark 1977],The 
dependence of the neighbouring states on 
Sooth Africa expresses itself in more than 
one way. The World Bank estimate of m id- 
80* put the total number of migrants in South 
Africa at around one million, out of which 
only one-third have been legally employed 
workers in mining and agricultural sectors 
of the economy. Of these legally employed 
workers, four frontline landlocked states, 
namely. Botswana. Lesotho. Swaziland and 
Zimbabwe (B1.SZ) provided 1.70.000labour 
force while the remain mg came from Malawi 
and Mozambique (World Bank Annual 
Report 1987]. Migrant labour working in 
South Africa remit a part or whole of their 
salaries to their families across the border 
and this has constituted significant source 
of revenue for some of these states. 

The economic and population growth of 
the frontline slates in the mid-80s compared 
unfavourably with that of South Africa. Poor 
economic growth rate resulted in unfavour - 
able balance of trade and increasing external 
borrowings from these countries. In mid-80s 
Botswana. I^csojho. Swaziland. Zimbabwe 
and Zambia (BLSZZ) had 78.97,90.18 and 
14 per cent of their respective total import 
from South Africa as compared to 7.42.37. 
10 and 6 per cent of their respective total 
export to South Africa f World t>e velopment 
Report 19871. landlocked situation has pul 
severe constraints on BLSZZ states to have 
economic growth without any dependence 
on South Africa. Better infrastructural 
facilities and heavy discount offered by the 
South A frican transport system together with 
the insecurity and inefficiency experienced 
by the goods traffic in transit at the African 
ports have bad the effect of increasing the 
dependence of landlocked frontline state* 
on the South African ports of Durban. East 
London and Cape Town in the post 
independence period [Sheth 1988:1-12). 

InTBRNATKINAX. CoMMONfTY AND Nno- 

Coujniausm-in Soutmsrn Africa 

The South African cttrtomsunioofSACU). 
which ha* South Africa and BLS states a* 
H* mem bent, enabled Sooth Africa tooperetc 
a* a d* facto imperial power at the regional 
level. The imports by the member state* 
from outside the union were subjected to 
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A gfcmtem altariffW&ACU.Amt p ratecth ag 
the Son* African tedhnttioaftesa ogtaid* 
sompetitoiy [SM 19tt;M2] Realising 
Aw critical d ytow of neighbouring 
African nates, IVetoria in 1974 flouted a plan 
of‘cotMeUationof SouAtera African States', 
which if tacoMsM. would have increased 
louth Africa'* economic dominance in the 
Tgioo in term* of transportation, part and 
cioconunuaication infrastructure 
Contradict Ian* within the colonial and 
imperial world, and it* aubacquent 
arcifceoing, have resulted in democratisatioa 
if Aw international system. The new acton 
a the international system have taken 
advantage of tbe conflicting inicrexu of the 
tap er p ow e w to create enough elbow room 
or their survival. United Nations at the 
international level and Organisation of 
African Unity (OAU) at the regional level 
xovided expression to the democratic 
upiratiom of tbe international community. 

u» aub- imperial South African econumic 
utdpolitical systems sustaining on the noo- 
ukmial linkages wax at odds with the 
unerging democratic interdependent inler- 
lattonal system. Pretoria had disdainfully 
;nared the UN appeals in the 40s and the 
Kh to end its policy of racial discrimination. 
Hlowever. when the forces of nationalism 
•ained success on the periphery of southern 
dries with the independence ofTanganyika 
ind Northern Rhodesia in 1960 and 1964 
espectivcly. the whites in southern Rhodesia 
Zimbabwe) were the first to revolt against 
heir British colonial masters and had 
Jnilaterat Declaration of Independence 
UDI). The whites in Rhodesia from 1965 
o 19*0 shared the values and policies of 
’retoria and provided it with valuable safety 
>ch to thwart penetration hf continental and 
mentations! influences prejudicial to white 
nan's supremacy. Similarly, when the 
Portuguese transferred power in mid-70* in 
.ngoia and Mozambique (he threat of black 
lationalixt* to die minority-ruled South 
Sfricin state increased. Pretoria attempted 
o destabilise tbe political regimes of these 
icwty independent states. 

The increase in pressure from the 
ntcmaticuul community on apartheid during 
be 60s, the 70s and the XOm was in direct 
wupnrtion to the growing assertiveness of 
he nationalist and democratic forces all over 
he world. Pan-Africa movement in the late 
<0s and the OAU in the raid-60* called tor 
he severance of diplomat sc relations and 
idoption of economic sanctions against 
teens of apartheid. Tbe fight against forces 
>f colonialism aod racialism was instirutiou- 
dvsed in tbe 60a with the setting up of OAU 
Jheratkm Committee (1963). UN special 
‘remittor again* apartheid(1962). UN trust 
und to help victims of apartheid (1965). and 
rectal unit on apartheid in UN secretariat 

l966).!jMlte manifesto on southern Africa 

1969) by 13 ce n tral and southern African 
‘(•tea awl 'International Conference on 
suctions against South Africa' (19*1) by 
'N-OAU com b ine ware watersheds in the 
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ine iw A MH i Africa. The w hites reje ct e d Are 
demand for eetahUshmcat of aoc-racial 
society through the exercise of the right to 
self-determination raiard by these con¬ 
ferences. and this led to their isolation from 
the mainstieam inter n a tion a l community. 

The public opinion in the developed 
countries changed rapidly wader constant 
pressures emanating from third world 
countries. Revolution inrummtwiiratinm and 
transport enabled man. material and informa¬ 
tion to mewe more swiftly around tbeglobc. 
Tbe information revolution made passible 
by satellite commonicatiaa enabled people 
across tbe continents to behold the brutal 
face of^renfaeid and tbe insidious connection 
it had with tbe western democracies. 

Is order to counter mounting external 
pressures. Pretoria adapted different 
strategics. It unleashed state terror wherein 
mill ions of blacks were uprooted from their 
homes, imprisoned, killed, tortured and 
deprived of their citizenship. Democratic 
rights of expression, movement, residence 
and association were snatched away. African 
Nationalist Confess, too. suffered. Its 
.activists either went unde r ground or operated 
from across the national borders. 

Pretoria's politico-military strategy of 
establishing 'Constellation of Southern 
African States' and its adoption of ‘total 
strategy' to counter increasing presaures was 
accompanied hy attempts to integrate South 
African economy with the weatem capitalist 
economies. It adopted a policy of rapid 
industrialisation which attracted Urge 
overseas investment in South Africa. 
International financial investment from the 
US. Britain. West Germany. IMF and World 
Bank had propelled tbe growth of South 
African mining, manufacturing sector* of 
economy in the 50* and the 60s. Foreign 
investors were attracted to South Africa 
because of the availability of cheap labour, 
expanding markets and hard convertible 
currency. Overseas investment supplied 
developmental capital and latest techno¬ 
logies. besides development of manage¬ 
ment skills The policy of industrialisation 
enabled Pretoria to produce *0 per cent of 
industrial plant* indigenously in tbe 70s 
and the KOs {Biswas nd:72-?6). 

Daxant <* Ngo-Cuuwuusm 

The growing dnmcxtic inequity in 
economically developing South Africa was 
unacceptable to the African nationalists and 
their opposition, with tbe support of 
international community, grew in direct 
-proportion to the integratkmof South African 
econo m y with the world ca pit ali s t economies. 

South Africa in the *0* was a beleaguered 
state as Pretoria waa unable to insulate 
domestic events from external influences. 
ANC raised the baonerof revolt and the coat 
of sustaining apartheid grew in direct 
proportion to Pretoria's ability to generate 
economic wealth for wMtesoaly. As aiesolt 


world public opinion, the flow of foreign 
investment declined in Are AOs and Are fear 
of economic and military sanctions forced 
the white minority government to import 
larger quantities of oil md modem nrmamems 
for budding sufficient r ese rv e* to meet 
unforeseen circumstance* While Sooth 
African exports were falling, tbe imports 
increased alarmingly, resetting in trade 
im bala n ce . The government urgently needed 
to promote domestic consumption of Ak 
goods for uplifting economy from recession 
and resource crunch. The reports of 
governm en t commissions appoin te d in Are 
Mato investigate the problems of conaufling 
Matt labour suggested certain policy dtenge* 
for improving economic conditions of Ak 
labour [Sheth 1992:50-51. &agh 0*127-49] 
Pretoria needed to liberalise tbe political 
system by restoring bask rights of the people 
and-allow the labour tb have better wages 
and greater say in the production of goods. 
Atlbc same time, international community's 
resol vc to make IVetoria sec the light of Ak 
day and change its policies could be seen 
from setting up of ‘Africa Fund’ by NAM 
md the report of the group of eminent persons 
a ppoint e d by Com moo wealth Heatfeaf Stines 
and Government (C HOG AM) The white 
minority government recognising the need 
fur change in the 90s. released ANC leaden, 
lifted emergency and press censorship, 
unbanned ANC and stated political dialogue. 

Cuanoinc bmRNvn»wL Oam and 
Somesu* Amu 

In contemporary world, interdependence 
has been globalised and has dissolved 
ideological aspect* of hegemonic rivalries 
at tbe regional and international levels. The 
collapse of Soviet Union and eastern Europe 
and the end of cold war had a fundamental 
impact on southern Africa insofar as it ha* 
ended regional conflux* m Saute West Africa 
(Namibia) and AagoU and brought the 
apartheid role in Sooth Africa to an peaceful 
end. It ha* made the international relations 
appear unipolar with only one su perp o wer 
remaining on tbe international scene, 
Unipnlarity in Are military field has led to 
Are acceptance of tree market a nd demo cratic 
processes for achieving welfare of Are people. 
However, the dominance of Are US-led 
western alliance ha* been conditioned by the 

emer gen c e of new northern conceit of pow e rs 

(NNCP) consisting of EBC. US and lapse 
[Rant 1994:121-23: Handle 19*4:137-39] 

The third world countries ui the bipolar 
conditions buttressed their c spate btre* hy 
establishing regional organisations and 
a dop ted non-alignment as drear foreign 
policy. While Are new -aligned foreign policy 
ha* lost some of it* old capatelttie* under 
die dunging systemic pressures, regional 
integr at io n processes, best exauaphfiod by 
EBC. have retamod their releraaos asarema- 
to meet Are growing demands of glnh shun 

S nu ti re re Af ric an s tate* tn ItiTVestaMnhad 
a regional orgaonation Snurture African 
Development Co-urdmatiou Contemn er 
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(SADCC) “to alleviate dysfunctional 

traditional operations of the sovereign state 

system on the ordering of relations'' in 
southern Africa(Rana 1990:6]. SADCC has 
achieved modest success under adverse 
circumstances in reducing southern African 
states’ dependence on South Africa and 
helped them to withstand Pretori a ’ s policies 
of destabilisation and economic blackmail 
(Gupta 1990:134-37], Restoration of peace 
and democracy in South Africa will benefit 
the neighbouring states insofar as the 
resources utilised in meeting the damage 
caused by Pretoria would now be diverted to 
the Dm gainful purposes. Eminent Persons 
Group (FPG), appointed by CHCX3AM 
commented in its report that Pretoria's 
policies of destabilising neighbouring states 
bad cost SADCC 10 billion from 1981-42 
to 1985-86 and that this amount was higher 
than the total foreign assistance received by 
SADCC (Ramcbandani 1986:19-21J. Indeed, 
with Pretoria no longer interested in 
destabilising its neighbours. SADCC will 
now be able to devote greater resources to its 
ongoing development project* in the region. 

Southern African region abounds in 
agricultural, forest, mineral and water 
resources, which if tapped properly has the 
potentiality of transforming the region into 
one of the powerful regional groupings in 
the world. All important minerals such as 
gold, diamond, iron-ore. coal, copper, 
plutonium, silver, uranium, manganese, zinc, 
tin, lead, bauxite, limestone, petroleum and 
natural gas are found in the region. Large 
segments of local population arc engaged in 
the subsistence agricultural activities and 
grow cash crops such as coffee, cotton, 
sugarcane, coconuts, cashcwnuts and banana. 
Tbe struggle against apartheid and 
colonialism have kept the states neighbouring 
South Africa steeped in poverty m spite of 
having rich agricultural and mineral 
resources. On the other hand, the whites in 
South Africa have utilised economic 
resources to achieve prosperity for 
themselves, as it is revealed by the figures 
of investment and savings. The gross 
domestic investment in South African 
economy during 1987 was to the nine of 
32,124 million rands constituting 19.5 per 
cent of GDP at the market prices while the 
' domestic saving* of the white South Africans 
in 1987 was to tbe tunc of 32,276 million 
rands which was 23.3 per cent of the GDP. 

During the last one-snd-a-half decade of 
iuexistencc SADCC ha*emphasised sectors! 
co-ordination and primacy of national 
(k*jsK«i-maki«g in undertaking development 
projects. It has concentrated on improving 
transportation, communication and port 
facilities, undertaken research for improv¬ 
ing crop production and food security 
programme. In spite of the opposition by 
South Africa to SADCC’t development 
programmes, several international agencies, 
regional groupings and individual countries 
have given aid to SADCC. The conference 
bad received aid from EEC. Nordic countries. 


Arab Bank of Development Kuwaiti fund, 
and individual countries such as India, 
rsntwhile Soviet Union, West Germany,Italy, 
UK. NorwayrCanada. SADCC's effort in 
mobilising local and international resource 
for implementation ofit* policies at national 
ami inter-state level has been impressive in 
comparison to other African regional 
organisations [Ramcbandani 1986], 

The rate of investment and domestic 
savings in the 80s was not sufficient for 
maintaining the economic prosperity of the 
ruling classes. In order to bring tbe political 
and economic system in harmony with the 
demands of globalisation, Pretoria bad to 
think of ways to dismantle apartheid 
structures. However, the legacies of 
colonialism and apartheid will continue to 
cast dark shadows on South African society 
in the post-apartheid dispensation as Pretoria 
addresses itself to national unity and balance 
of growth with equity. 

Given common geo-eco system, South 
Africa's future is intricately linked with that 
of its neighbours. Any changes in the 
economic and political policies of Pretoria 
will have its effects on the neighbouring 
states who supply labour to South African 
mines and depend on it for import of capital, 
scientific and technical skills for industrial 
and agricultural expansion. SADCC could 
provide useful forum for joint tapping of the 
economic resource base in southern Africa. 
The field of power generation for example 
is of vital importance to the economic health 
of the region, and if hydro-electric potential 
is fully tapped through the co-opcrativc 
effort* of all the states, it could fully meet 
the needs of tbe region and spare the coal 
used in generation of thermal power. With 
the lifting international sanctions and trade 
boycott, recessionary trends in the South 
African economy noticed during the last 
decade will disappear. The flow of foreign 
investments in South Africa will be resumed. 

The changes introduced in the economic 
and political policies of Pretoria will affect 
South African labour market which is spread 
beyond its international borders. While 
presenting 1993-94 stale budget South 
African government advocated setting up of 
market economy, use of labour-intensive 
methods of production, reduction in 
government expenditure, and low inflation 
rate for achieving higher growth rate. Over 
the years segmented development of South 
African society has led to unequal 
development of capital; skills and education 
among various societal segments The levels 
of education and vocational skills of the 
majority community has lobe raised before 
they could command economic ptflver equal 
to that of the whites. The blacks coo Id increase 
their control of economic resources through 
land redistribution and diversifying the 
location of industries, though ANC has given 
up the demands of nationalisation of 
industriea and equitable redistribution of tbe 
land holding*. South Africa needs aprngjnatic 
approach for developing economic infra- 



bnfron akiDi and wealth. Agricultural to* 
rural development, development of labour 
intensive industry and adoption of mix* 
economy are tome of the .meaaam needei 
to bridge tbe chasm between variou 
segments of population. SADCC has 
substantial role lopl ay in mobilising capita 
scientific and technical know-bow from thi 
regional and international sources »n< 
making tbe interdependence operational i 
tbe field of aid and development. 

Unable to meet tbe domestic stress am 
strain created by the modernising proces 
and tbe pressures of interdependence ant 
global isatioa, the nation-Mateisinareasingl 
giving up some of its sovereign attribute; 
through tbe establishment of co-operatio 
with neighbours. These integration!* 
processes in a unipolar international relation! 
having multiple focal points will increasi 
state' s bargaining power and enable to satuf 
tberising ex pcctation*of the people Keepin. 
this in mind, African leaders have agreed tc 
establish African Economic Community b; 
the year2050AD. The political agenda of (ht 
southern African states should take advantage 
of the global changes and pool regional 
resources and skills for mutual advantage 
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Down and Out in Outer Mongolia 

Lessons for Economic Reformers for 1995 

- 

■wnns oswwn 


While eastern Europe has been the hardest hit because a system, put in 
place over many years, which had guaranteed the basic needs of the 
citizens, was dtsrrumtled in rapid order under the diktxt of die IMF and 
World Bank driven by the western countries, the crisis of living 
standards posed by economic reforms is by no means unique to post- 
socialist Europe. As the world moves into 1995, what conclusions do we 
draw from yet another year of failure of market reforms to restore 
sustainable growth to most of the third world? 


RECENTLY onCNN I watched a email item 
oa Mongolia. It showed children abandoned 
by their parents forreaaoaaof poverty, living 
in the newer* of Ulan Bator. Il appear* liul 
in the golden age of the market economy, 
25 percent of the families of Mongolia have 
fallen below the poverty line which stand* 
at a handsome US S 10 per month. A* with 
most such encounters with the market reform 
process children bore the brant of the 
degeneration into poverty of their families. 
There same children now huddling in the 
street* and *cwcn during ■ Mongolian winter 
had in the bad old day* of Communist rale 
in Mongoliacnioycd guaranteed healthcare, 
basic nutrition, primary education and other 
basic ncccuitic* of life, including a roof 
over their head in a warm home, ax a matter 
of right. Their parents had guaranteed jobs. 
a secure and predictable fulimt. They ho we ver 
did not have chops full of imported luxury 
goods or fleet* of luxury care on the streets 
available to those who can buy them in the 
free market. Nor were their hotel* full of the 
much sought after foreign middlemen and 
consultant* who are now ubiquitous in Ulan 
Bator in March of a quick killing ai the 
expenae of Outer Mongolia. 

Are Mongolians bettor off under market 
ccuootuica? Are its ciuien* better fed. housed. 
clothed than they were in the bad old days? 
Obviously UNICEF doe* not think so In a 
recently published report. Central and 
Eastern Europe iu Transition: Public Policy 
and Social Ctmdilums. UNICEF report* on 
thcdndigwmpuMk services in the formerly 
socialist countries of Europe. The report 
presents some horrifying statistics about the 
declining standards of living of the 
beneficiaries'ofinatkBtrefotms. The report 

indicates that in 1992. 53.6 per cent of 
Bulgarian ho aa ch olds lived in poverty. In 
Hungary, poverty levels in 1991 were 21.3 
per lo the pre-reform level 

m 1999 of 10.1 per cent. In the Czech 
Republic, poverty increased from 5.7 par 


cent in 1989 to 18.2 per cent in 1992. In 
Poland poverty increased from 21 .8 per cent 
in 1989 to 41.4 per cent (S7.6 per cent of 
chikhen live in poverty). In Romaniapoverty 
increased from 27,3 per cent in 1989 h>51.1 
per cent in 1992 (70.1 per cent of children 
live in poverty), in Russia households in 
poverty increased from 5 per cent in 1989 
tb 43.8 per cent in 1992. (This assumes a 
poverty line of 75 roubles. If this poverty 
line is raised to 118 roubles the households 
living in poverty rise to 77.1 per cent.) In 
Ukraine poverty was 35.7 per cent in 1992 
(assuming a Rb 118 poverty line). This i» 
a small increase over 1989. In Slovakia 
poverty increased from 8 5 percent in 1989 
to 30.2 per cent in 1992 (41.3 per cent of 
children lived in poverty). Thus as in 
Mongolia all of formerly Socialist Europe 
has faced a rapid and visible increase in 
poverty following the move towards the 
market. 

As a consequence of this deterioration in 
the condition* of life in formerly Socialist 
Europe, UNICEF reports that between 1989 
and 1993 the crude death rate increased by 
17 per cent m Rumania. 12 per cent in 
Bulgaria, and by an incredible 32 per cent 
in Russia where the report stales that yearly 
deaths in 1993 exceeded that of 1989 by 
5.47.000 unit*. To further quote UNICEF 
on the crisis in formerly Socialist Europe, 
‘the spread of poverty, birth contraction, 
escalation of death rates, decline in school 
enrolments and an unstoppable crime wave 
have reached truly alarming proportion*- 
The homeleaa street children seen in Ulan 
Batik are now also common in Moscow and 
many other cities of eastern Europe. Thu i* 
the by-product of rising levels of 
unemployment liberaiisaitkiw of the housin g 
market and the arts in social services tfcac 
to budgetary austerity imposed under the 
IMF's variou s rtahilisalinu programme* 

The cheat of Itving standard* p ore d by 
economic reforms is of course not unique 


to post-socialist Europe. Eastern Europe', 
been the hardest hit because a system, 
in place over many year*, which guano to 
the baric needs of its citizens in the fo 
of full employment, education up 
teooodary level, basic hcahh.mitnUin.chc 
but hardly luxurious bousing, cbe 
transport, was dismantled m rapid on 
under the diktat of the IMF aod World Bm 
who were driven by the compulsion of■ 
dominant western countries to exorcise 

rapidly as possible the spectre of Boitbcvii 

which was seen to have been haunting Euro 
for these many years The exorcists from' 
Bank and Fuad have done a rather good.' 
of it because they have managed to transfo 
some of the fanner Comm uuuxaparatcki 
into dollar millionaires by creatii 
opportunities for them to maximise prof 
as blackmarketeers. currency racketeers, dn 
dealer*, pimps and common or garth 
enminaj*. in the name of promoting mark 
economics. Thi* same class can now live 
luxurious apartments, drive Mercedes. In 
on imported luxuries, holiday in Spain a* 
drive past the huddled masses, sleeping 
the snow-covered pavements of Moscow 
to an evening at a night club where the 
bill would support five Russian famiik 
for a yev. 


Voting on Kaure 

Perhaps the Rush an* or Mongolians 
Hungarians believe that economic sragnatin 
increasing poverty, extremes of incon 
inequality are a fair enough price to pay 
ridding themselves of Communism. I amt 
scholar of eastern Europe to argue aba 
this. However, the currnt new* reports - 
the poliucs of 70*1 -Socialist Europe indica 
that in country after country regim 
sponsoring hardline maricci reform* are be* 
voted out of office to be replaced by reton 
socialist*. Thi* ha* happened in Rum 
Poland. Hungary. Bulgaria. Ukraia 
Uzbekbutan No one would suggest lhatl 
electorates of these countries want (ore 
Stalin to rise from his grave and restore 
version of communism. But what they 
voting for is against an externally hope* 
reform process, pul in place without a sh 
ofsensfority to meat i n h eri te d car rnnin re 
or minimal consult**mu with the ki 
populatkai about the nature of reforms w 
are acceptable to them. When the ctdz 
of me 'reform' c o o rence are cun ret 
through the electoral process, they rept 
the only way possible, by voting OW 
office the regime meat actively prana 
the reform procure. 

Aalhnvn reg ar d mtha pan a ndwtHre 
in a forthcoming pare, 8 ba World R 
IMF sponsored reform process nn* 
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trouble around the world, not leant in 
Bangladesh. Mift andi honey are not flowing 
through our towns and villages in the wake 
of the reform* though they have enabled a 
small dassof people in each of these societies 
to get rich beyond the (beams of avarice. 
Where the common people are consulted on 
this subject, they have voted against the 
reformers. In our neighbourhood, this was 
the message in Sri Lanka, Nepal, in the states 
of Karnataka and Ancfen Pradesh in India. 

This same message of uncertain economic 
gains is emerging from same Latin American 
countries, must recently in one of the great 
success stories of the reform process, Mexico.' 
As is well known. Mexico runs a one-party 
state which ensures its survival by a system 
of electoral fraud far in advance of anything 
we have learnt in Bangladesh. This means 
that the reformers manipulated their victory 
in the recent presidential polls even though 
the reforms have done little to alleviate 
unemployment, poverty, inflation or even 
. restore McxioototberofHKteconomic growth 
it enjoyed in the pre-reform period up to ‘ 
1980. The spectacle of rural insurgency 
manifest in the uprising in Chiapas state, led 
by the Zapatistas, growing urban unrest and 
crime do not suggest that Mexicans feel they 
are on the threshold of becoming North 
Americans. The recent collapse in the 
Mexican stock market, where 'hot’ money 
located in portfolio holdings left Mexico as 
fast as it had entered it. demonstrates the 
fragility of the reform process, and may 
serve as an object lesson to developing 
countries who become overly excited over 
stock market booms which follow in the 
wake of reforms. Mexico has now been 
farced to devalue the peso and raise interest 
rales which may expose its economy to both 
inflationary pressures as well as another 
dose of economic recession. 

Other countries in Latin America have 
been far from successful in ensuring either 
sustainable growth or improved conditions 
for their populations. Venezuela. Bolivia 
and Uruguay have ..11 demonstrated flashes 
of success only to see the economy move 
into decline amt to face a thumbs-down for 
reforms from the voters. Few support- 
constituencies for the reforms have been 
mobilised. Thus the base for the reforms 
remains politically shallow and the process 
remains driven either by the foreign donors 
and creditors or by a few individuals 
supported by a small class of technocrats 
Africa is another are* where reforms have 
hardly mobilised a strong constituency of 
supporters. Africa has been exposed to a 
decade of eeoonmic reforms, yet today it is 
disintegrating before our eyes. It would he 
unfair to assume that the crisis of Africa 
owes exclusively to the reforms which have 
conditioned their economic agendas for the 
Iasi decade But for nearly a decade man) 

^ co u ntri es of Africa have functioned as 
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mandated territories of the World Bank run 
by the offices of the Resident RepteaenUtivca 
of the Bank with foreign consul trots involved 
in drawing up every single detail of the 
reform process. The Bank can today thus 
hardly disassociate itself from the mown ting 
chaos in Africa. The externally-driven 
reforms process has in no small measure 
contributed to stale disintegration in Africa 
by ideologically delegitimising the state, 
subverting its authority through imposition 
of externally mandated reforms. A reform 
process without domestic ownership has 
directly led to a decade of economic 
stagnation, and impacted most severely on 
the poor hy cutting down on xocial 
expenditures in the name of stabilisation, 
whilst the ostentatious living of a class of 
new rich thrown up hy the reform process 
serves as a daily provocation to the victims 
of reform 

Whbw Do Rb**ms W<«k? 

/ 

f 

As the world moves into 1995 we are left 
with success storiesof reform which remain 
few and far between. Weare left to celebrate 
the achievements of the regime of the Chilean 
dictator. General Pinochet, which thrived on 
mass murder and concentration camps, 
deprivation of basic human rights, the 
destruction of tradcunions and created high 
levels of unemployment which persisted for 
over a decade. The suffering and oppression 
imposed on the Chilean people appears (<> 
have paid off as Chile seems to have made 
a breakthrough into sustainable growth and 
improved living standards. We have still to 
understand whether having a homicidal 
maniac as head of state is an essential variable 
for successful reforms or there are other 
contingent elements unique to Chile, which 
need to be identified to understand the basis 
of their success. I have this to specialists on 
Chile to answer. Argentina is held up as a 
promising reformer along with Ghana in 


of these few succeas stories or to c ompute 
their social cost*. Let us not (target that till 
yesterday. Mexico was being touted as the 
second Chile. 

Thus as in all such debate* we are back 
to cast and south-east Asia as demonstrations 
of successful hut more important, durable, 
reform models. But hy now a great deal of 
literature has appoered questioning whether 
any of these Asian economies can be 
legitimately classified as countries which 
fully embraced the Bank-Fund agenda ax 
their model,for reform. What is certain is 
that each of these countries designed their 
own development models, their own pace 
for the reforms and drew upon Bank-Fund 
advice and resources only when it suited 
them. No country has retained control over 
its reform design more closely than the 
Chinese who have used the market drawn 
in foreign investment and technology and 
yet kept intact many elementx of the moralist 
system to the point where the US is still 
arguing for the continued exclusion of China 
from GATT. From this syncretic process, 
China hax emerged as the fastest growing 
economy in the world over the last decade, 
destined to be a superpower in the next two 
decades. 

K«H)«MIN<: THU KlJKSlMN 

What conclusions do we draw from yet 
another year of failure of market reforms to 
restore sustainable growth to most of the 
third world? Do we wait one more year for 
the pay-off? This debate over the reforms 
has been underway from its inception in 
1981/82. From 1985. when reforms were 
supposed to have yielded their rewards in 
restored growth and rising living standards, 
the millennium has been postponed year 
after year, until in 1995 we are still seeking 
mote time for the pay-off from the reforms. 
We are told that reforms started late, that 
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thaytidto time to work. that they an Mot 
Mag implemerrtaid p r o p er ty, that there is 
backsliding, For each country special 
circumstance* are eked. Whet do hoc is 
questioning is the basic validity of the 
reforms, the timing, the flaws in the design, 
the lack of democratic support. 

Tb raise quest ion* of this nature invariably 
invites Ibe standard mindless response that 
the critics of reform want to restore the old 
syalem or want no reforms at alt and continue 
to ignore what happened in the past. Such 
responses are no help in finding answers to 
the present outcome of Bank-Fund reforms, 
nor do they suggest what may be done to 
make such reform* work better. To accept 
such a rethinking on the reform process we 
have to recognise that in moat countries of 
the world the reforms have not worked in 
term* of establi shi n g robust growth in output, 
in vestment and living standard*. Having tegh 
foreign exchange reserves, low inflation and 
balanced budget* is not and never bar been 
the objective of any development process 
but it has beep and remains a means to an 
end. I have written all (bis before, for the 
last five years at least. The fact that I am 
writing it again at the beginning of 1995 and 
making the same proposition suggests that 
five years have gone by sod we are still 
waiting for the goods to be delivered from 
the reform*. The only difference is that in 
these five years (be world has become a 
much more dangerous place to be born with 
the very survival of many states now coming 
into question. 

The principal reasons for the weak 
outcomes of the reform process originate in 
(be flaws in design which excluded issues 
of governance from the cine of the reform 
and placed them aa a post-script to the 
reforms. Since the quality of governance 
Jictates whether the reforms can be 
implemented, this omission proved a fatal 
flaw in the design asdnltbc failure to clearly 
define the end* of the reform in a form which 
relates to the conditions of lifcof the people. 
Measuring performance under reform by 
G1>P growth rales lacks the electricity 
generated by reporting every year on the 
number of people who graduate over the 
poverty line or become I iterate or gain access 
to good health care. However, even more 
important than the design flaws was the tack 
of domestic ownership over the reform 
process which meant that the constituency 
of support behind the reforms was always 
weak. 

Is there any scope to rethink the reform 
agenda?Many would say there is little scope 
for this. In many developing countries even 
the principal opposition parties pledge fealty 
•o the reforms. Many such parties do so not 
'Hit of any genuine conviction bat because 
they fee] that in thia unipolar world the 

pstronage of the pnncip*! donors iscsseotial 

the rsonmtinti to power by any opposition 


party. This genuflection to donor concerns 
sometimes lead* to aome quite pathetic 
specta c les of political parties oocc pledged 
to resisting donor pressure* or even more 
radical agendas eating their wards with ‘ 
unseemly gusto. This sort of mindless 
polkiM opportunism unfortunately provide* 
no guarantee from the donors that these 
parties now in apposition will be put in 
power since, notwithstanding the ostensible 
power of the donors, tbnr capacity to promise 
apolitical outcome of their choice isgrossly 
overestimated, aa Niaun Steven* and his 
diplomatic sponsors in Bangladesh will 
confirm. Indeed such s preference for donor 
opinion over domestic coocems frequently 
alienates opposition parties from their 
potential voters who want political leadership 
to help them to challenge the oopleased 
aspects of the reform process and to give 
the lead ia the search for alternatives to 
provide for adomcstKslIy more sustainable 
set of policy choice*. 

What moat third world potilies need today 
is s more plural poll Deal system where voters 
are presented with clear policy choices 
derived from a robust domestic debate on 
reforms. Such a debate ia likely to be far 
more serviceable to a genuine reform process 
rather than s synthetic consensus fabricated 
by the donors which lacks domestic 
credibility because it remains largely 
incomprehensible to both voters at well as 
the political leadership who support reforms 
not from a felt need but for its talismanic 
power to attract aid. 

To seek a mare creative approach to 
reforms demands (hat in each country debate 
must he joined over what we have gained 
fowl the reforms. Out of this analysis will 
tome an understanding of the appropriate 
redirection for the reform agenda. This dr b as e 
should be earned into (be regional and 
international arena where the hegemony of 
thcBank-Fund design and its outcomes needs 
lobe globally scrutinised since most countries 
ha ve been e x posed to a common programme 
of reforms and are. in consequence, facing 
similar problems. 

IsstRi Bat Pius Dhsatt 

Some of the tsxucs around which debate 
over the reforms may be joined should 
address' 

(a) The impact of the reform process on 
growth of investment, output, structural 
change, living standards, redaction of 
poverty, human development, social 
•lability, national cohesion, democratic 
practices. 

(b) iftMrestdtxm(a)poiMtaadeteriorutaun 
compared to the pre-reform phase or 
faA* short of tot premise andexpectsboos 
then we need to carefiiBy diagnose Bte 
reasons. We have to look for design 
Raw* and important gaps m the design. 


such a* the absence of a critical rote for 
good governance, to ascertain wfwther 
the reforms were poorly implemented 
re were indeed uom ytoncnU falc because 
of the design defects 

(c) In the light of co nclusi o n * at (b>. we can 
begin to put together, through a process 
of national debate and pobdcslosMctMUs 
building, a domestically designed and 
democratically supported agenda which 
realises, within a time-bound frame wutk. 
the following development goals: 

(i) Elimination of poverty; 

(ii) guaranteed health, education, 
security against old age. bask 
housing and clothing to all chums; 

(iii) secure livelihood to all citizens: 

(iv) sustainable and more self-reliant 
economic growth: 

(v) security in (be daily lives of all 
citizens: and 

(vi) guarantees to all ckizenstfaeirrigbt 
toefcct tberr rep resent rei v e* without 
coercion -and protection of their 
human rights. 

These goals may be amplified or modified 
during pubticdcbate.bat toey must hededmed 
as categorical objective* of development 
and politics. Any model of economic and 
political reform must be designed to realise 
these goals. Our development model must 
thus be designed not as an end in itself but 
as a variable instrument to realise the above 
goals. The model should be reviewed, 
modified, te a n sfonue d if. when a ud w hurew 
needed, through an ongoing process of 
national debate There most be no sacred 
cow* in the reform process, to he preserved 
for worship in spite of the evidence of non¬ 
performance under the reforms. 

In mean developing countries bat u no 
readymade answur as to what are the reform 
alternative*. Only fools or knaves can claim 
a monopoly of the truth. WHal we used is 
to reach out amongst o ur s el ve s to sank 
creative answer* both st (he micro and macsu 
level which can help us to reach the deve¬ 
lopment goals we have act out dbowe. My 
cusprcaon will be that different answers will 
emerge for different countries. Not a few of 
these answer* would vindicate elements of 
the reform process pal in place by fcc World 
Bank. But at the end of the day oar asm crea¬ 
tive efforts, sensitive to our socio-political 

political support, would temdtobednptoyad 
to design a Ufainshlr t e fc mn pranas*. 
Neither foreign donor*, however a s n ek they 
wish ns well nor foreign experts k n a uti 
compete nt (of whom many are fas tram 
com petent) will solve Bangladesh's nr 
Tntrmn'tis hhearagus'sea Maagtifca'epro- 
Mems l would ho p e tin* mry he the emhning 
m e ss e gefo r 199$. My fe rns* tint ins memage 
will have to he repented m 199b as to* lore 
Bro ug h o ne more y rwnfn a ganto a. pn t tir al 
instability and aunt d a i n tegr a tion 
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Painful Transition 

Am Barerji 

Tnureftfeu to Market: Studies in Fiscal Ref ora edited by Vito Tanzi; International 
Monetary Fund, Washington, DC, 1993; pp via + 387 with index, $ 30, 



THIS volume i« a welcome addition to the 
contribution which the staff of the IMF has 
been making continually to elucidate a wide 
variety of financial matters pertaining to 
member countries, and releasing data which 
arc often otherwise difficult to come across. 
The present work is part of a two-volume 
project. The first. Fiscal Policies in 
Economies in Transition. 1992, dealt with 
analytical issues in taxation, in public 
spending, in the creation of safety nets, in 
budgeting, etc. The present volume contains 
case studies in fiscal reform in 15 countries. 

In addition to a valuable Introduction by 
VitoTsnn, director, fiscal affairs department, 
IMF, the book is divided into four parts - 
the first two deal with Central and Eastern 
Europe, Qcneral and Specific Issues. Parts 
ID andIVcover Asia and Africa respectively. 
Each of the 19 chapters, has an excellent 
bibUognpfay. 

Tanzi opens his Introduction by referring 
to an essay on ’Issues in the Reform of 
Socialist Economies’ by Fischer and Oelb. 
They estimated that 'institutional' reforms 
■lid large-«cakrestructuring and privatisation 
would require 10 yean and more for 'other 
financial market reforms'. Tanzi draws 
attention to an important aspect of die 
transformation process that deserves 
attention, viz, the complementarity or 
interdependence of institutions and skills in 
a modern economy. 

Again, in a socialist economy, individuals, 
as individuals, have little influence on the 
allocation of re s ources, on the overall rate 
of saving, on the pattern of production, on 
dm level and allocation of investment, on 
the rate of interest, etc. The annual plans 
constitute the key instrument. Even the 
financial markets, including the state beak, 
and public finance have a limited rote. The 
transformation of these economies requires 
that the power lo allocate resources shifts 
largely from the government to the private 
sector.lt would also require the establishment 
of a financial and equity market, a market 
for labour, a market for the exchange of real 
property, amnrfcet for foreign exchange, and 
many othermore specialised markets. In the 
area of pfibiic furnace, Tanzi identifies and 
comments on five major building blocks fer 
reform ^setting op a tax administratioo: 
reform of the tax systnm; setting op budgetary 
- m e h t utir.i ru.refoTm of the public expenditure; 

and reform of the social security system, He 
K condades his essay with stating quite bluntly 


that "to a large extent the success or failure 
of the transformation process will depend 
on how quickly modem fiscal institution* 
can be created". And this is not easy. 

Since the book dcab with no less than 15 
countries in Europe, Asia and Africa, as this 
brief review we limit ourselves to three of 
these - Ved Gandhi's essay on Poland, one 
of the first among centrally planned 
economies to have committed itself, as early 
as mid-1 919, to the adoption of market- 
oriented economic reforms; Mario Btejer's 
study of Chine, our mega neighbour to the 
north; end Dieter Boa on East Oetmany, 
primarily far privatisation. 

As in other centrally planned economies, 
the state bad numerous responsibilities in 
Poland, "each of which bad important 
implications far thacountry's fiscal structure 
prior to 1989". Thus, the state played a 
dominant rote as investor and producer - 
with major implications for the tax system, 
public expenditurepolicies and the working 
of the parastatal en terprise *. The enterprise 
profits tax system became mas* of an ex poet 
profit-sharing system. Second, the stale 
controlled the prices of most inputs and 
outputs, and hcrex bed to constantly monitor, 
and in fact frequently increase or de cre as e 
the turnover lax rale* to clear commodity 
markets, and support unprofitable sectors 
unable to pay the legislated turnover taxes. 
Itabo called formaiaivcoutlayson consumer 
subsidies, and ntbeidies to industrial and 
agricultural inputs. Third, the state played 
an active role in incomes policy, particularly 
in determining wages in the sociaiiaed sector 
and incomes arising in the non-socialised 
sector, with important fiscal implications. 
Finally, the lack of market orientation of the 
economy affected macro-fiscal policy¬ 
making and budgeting. 

A fundamental reform of tbefiical structure 
was, therefore, needed to transform the 
economy lo a market-oriented one, as the 
state was about to abed ite rote as a major 
investor and producer, and as moat existing 
socialised enterprises were to be pgivstiaed, 
the inefficient ones being allowed lo go 
bmkrupt. 

Concluding the study, Oaadbi state* that 
the process af f un d a m e n tal fiscal refonn 
has been somewhat alow and unevsn. This, 
be adds, is not totally unexpected. Drafting 
new tax laws, in the face of a vocal and 

administrative capacity, when trained 


manpower was short, have taken time. 
Shifting expenditure responsibilities on to 
local authorities, including many social 
assistance schemes, was simpte, butcasuring 
their financial viability has taken a lot of 
time and effort. Carrying out fiscal reform 
in economies in transition, and dolwgitright, 
“is simply a laborious and time-consuming 
process" (p 107). 

Starting in 1979. China has carried out 
wide-ranging economic reforms with the 
specific aim of accelerating the rate of ootput 
growth by increasing productivity and 
improving theaflocationof reeourcea.Btejer 
stresses the difference between the nature 
and design of the reforms in China from 
those m eastern Europe - the reforms in 
China were not aimed at fully or partially 
dismantling the socialist system. So the issue,, 
of privatisation of state-owned e n terp rieos , 
as weB aa the more general problem of 
ownership rights, has not played a central 
rote bare. Instead, China introduced special 
arrangamatita in order to pro vide incentives 
similar to those prevailing iu a predominantly 
private system. Secondly, the Chinese 
reforms were largely 'experimental' - 
concentrated in specific areas, beginning 
with ^rteukure. so as not to cause wide 
systemic disruptions. But they sebievsd the 
objective of scceienting growth snd, in this 
manner, tended to overheat rather than 
depre m the economy. Thirdly, the refonn* 
were largely grounded on regional 
decenhalteation which maant that tbepower 
of the central government to manage the 
system at the macro-economic level 
(including the ability to rates revenue) has 
been lost to local sod provincial governments. 
Lastly, unlike claswhere, the Chin see reforms 
were started and proceodedoveraloog period 
in aa environment of (at least apparent) 
macro-economic stability. China provides 
the longest continuous instance of- * re¬ 
forming socialist ecooomy. 

Radical ref arms in agriculture - ending the 
commune system, allowing larger private 
plots, and legalising informal market* for 
farm products in rural area* raised the rate 
of growth in agriculture from an average of 
about 2 per emit a year during 1958-71 to 
about 8 per cent in 1979-84. Higher 
productivity displaced labour from this 
sector, but migration locitie* was prevented 
by eliminating restrictions on non 
agricultural activities iu rural areas, leading 
to many towndup and village enterprises. 
These latter ae co utfled far pearly one-fourth 
of the gross value of industrial output, and 
employed about 17 per cent of tha labour 
fcroc by 19B7 (p 254). 

A significant price reformwas to introduce 
a two-tier price system, first in rural areas 
Producers could sail their output, above a 




mi quota, « fttn tmuket prices Thu and 
thar reform* nuwd igiipti growth to 
inpracMtantod level*. But without wrong 
inantial patfciaa, aggregate d e m a n d rote 
ready, and to did wage and bonuie* to 
emptoyeea wonadog the budgetary acounu 
and macro-economic discipline. The 
evcnudGDP ratio Cell steeply, though this 
was partly intended. The expcndhurc/GDP 
■alio too fell, including, Blejer states, a 
ihaip fall in defence spending. (The GDP/ 
rapenditure ratios are presumably at current 
value*. In a period of inflation, especially 
as its impact will vary from sector to sector, 
the changes in these ratios are not easy to 
ntapreL) One cannot also cay bow far this 
fall hi defence outlay was real, as most 
states hide various defence outlays under a 
variety of civil heads. 

In. sum, the central elements of 
fconomic reform in China have been to 
rant greater decision-making powers to 
enterprise* and to enhance Ate role of 
market forces, "while preserving the basic 
framework of socialist ownership” (p 267). 
Fiscal policies, however, must play an 
important role in hardening the budget 
constraints during the transition from a 
centrally planned system. This calls for a 
compromise to salve the conflict between 
the decentralisation of decision-making and 
ihe maintenance of macro-economic 
control and flexibility. 

It is a little surprising that the one article 
on East Germany is mainly concerned with 


only one issue, privatisation, on dtep io t that 
privatisation of viable firms is an important 
step in the transition of the industrial sector 
from planting to market orientation - a 
central problem feeing Bait Germany after 
German unification (p 202). Debates on this 
issue linn 1991 have raised a number of 
thorny issues, including the capabilities and 
bias revealed in the operations of the special 
body managing this business. On the vital 
matter of restructuring, i c, prepar in g Anns 
for privatisation, the author has argued that 
“under political pressure” that body would 
try to preserve firms that should be 
liquidated, because "restructuring is often 
used ss a label to disguise s ubsid is ation of 
non-viable firms” (p 218). 

Gerd Schwartz’s article on ‘Pri valuation 
in East European Countries’ (chapter 12), 
speaking of preliminary policy lessons, 
’emphasises that for privatisation to be 
successful, financial sector reform is 
crucial, it needs also the rapid creation of a 
legal framework that defines ownership 
rights clearly to facilitate public under¬ 
standing of privatisation, stimulate broad- 
based ownership (to help formulate incomes 
policy), and prevent abuses of power. It is 
not clear to what extent these policy 
desideratg have been met in East Germany. 

To appraise a work ss the one under 
review is difficult- We miss in it the role of 
the IMF-but that is perhaps to be e xpected. 
We are not told, except indirectly, the costs 
and benefiu of the Chinese effort where the 


basic socialist system has still bee* 
maintained largely intact. This too is 
perhaps natural in an official publication 
of the IMF, though in other chapters views 
have crept in on this matter, which are m 
no sense veiled. Nevertheless, it is a., 
valuable, thought-provoking, work, throw¬ 
ing light oe what is happening in the fiscal 
rector in era while socialist economies. 

The serious issues, conceptual and 
administrative, which are arising in these 
countries in their transition to market have 
reminded us of the problems, perhaps no 
less serious, that India is presently faring 
in an all-out effort in liberalising the 
economy. Inevitably, the thought alto 
comes of how many millions of ordinary 
people have suffered, and arc still suffering, 
from the operations of wrong economic 
policies in these countries and in India. 
Investment has fallen behind, powerful 
vested interests have grown, the so-called 
rentiers, who are today blocking change, 
and foreign interests have acquired-large 
influence. The nch have become neber. and 
the poor poorer, with no prospect of the gap. 
domestically and internationally, narrowing 
in the foreseeable future. Unfortunately, die 
words market’, 'globalisation’ and the like 
arc fast degenerating into mantras of a 
creed, much as the earlier 'socialist 
economy’, leaving no room for exception * , 
nuances or grey areas of genuine doubts or 
uncertainties. Reason, once again, risks 
being a casualty. 
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‘Development from Above’ and Its Vkdms 

Carol Upatftyo 

CwtMtf «r Cnttilitjr aad Chaagc The Story if the Bonda Hl|lhiliri 

by Biknun Narayun Nanda; Sage Publication*, New Delhi, 1994; pp 228, Rt 275. 


AROUABLY the central problematic of 
anthropology over the last two decade* (or 
more) baa been the traaaformatioa of pre¬ 
capital ut societies by their incorporation 
into the larger capitalist world-aya tem. Tbia 
is the theme of B N Nanda’s book on the 
Bonda of highland Orissa (Kcrqpot district). 
Hat object is lodelineale precisely the change* 
that have occurred in this 'tribal* society 
consequent upon the intrusion of the state 
and the market He writes that this is not 
intended to be a'monograph'about an Indian 
tribe, but should be read ax a collection of 
essays: yet the diverse chapters read together 
become much more than either, for they 

provide a comprehensive picture of (he Bonda 

today and. more than that a view of the 
larger society from the perspective of the 
highlanders. The hook is based on Nands's 
1982 dissertation plus research carried out 
during later field trips. 

The Bonda highlanders, who according to 
the author still enjoyed a somewhat self- 
sufficient mdcpcndenicxisteiicc in the early 
1970s, are now well on their way to becoming 
an agricultural society baaed on wage labour. 
U is fee increasing dominance of wage labour 
- which has been introduced mainly by the 
state through its agent the Bonda Develop¬ 
ment Agency (BD A)-that Nanda identifies 
as the motor of change in the highlands.. 
signalling the historic shift from production 
for use lo production for exchange. The 
'traditional' subsistence economy - based 
on shifting cultivation.' irrigated rice culti¬ 
vation on terraces, bunting and gathering - 
is described in detail and then analysed in 
terms of Mdllassoux's theoretical frame¬ 
work. According lo Nanda. traditional Bonda 
socio-economic organisation conforms to 
Mcillassoux's 'domestic community’ type. 
A central feature of the Bonds ‘domestic 
community' is a formof co-operative labour 
caBcd'odja’. w hi ch ha s been largely replaced 
by the wage labour form (‘buti’) over the 
last decade or two. 

There it no single mode of production in 
the highland* at present; Nanda employ* 
Terrsy, Bernstein and Godelier to analyse 
the “collage" of production systems and 
t heiri n ter p re u n a ti on. Household subs isten ce 
production persists so that wage labourers 
are not entirely divorced from the mean* of 
product!on, but the very nature of the 
penetration of the wage economy is such that 
it feeds on die subsistence economy. This 
process is mediated by govemment- 
sponsorad development progr amm es which 
encourage producers to switch from 
* subsistence production to production for 
, exchange. Market forces undermine the 


subsistence economy in two ways - by 
withdrawal of labour from subsistence 
production, and by the monetisation of some 
of the elements of reproduction, which for¬ 
ces producers into the wage economy. The 
destruction of the forests and the subsequent 
decline in the productivity of shifting 
agriculture is both a consequence and a 
cause of wage labour. 

One wooden why Nanda privilege* the 
, commodit is a tio n of l a bo u r o ver commoditi- 
sation in general as 4 k transformative factor. 
One reason is that for him, odja (collective 
labour) it “...the heart of eubristencc pro¬ 
duction in a domestic community" (p 84); 
this ‘heart* is being torn out by (he wage 
labour form and with it the domestic com¬ 
munity is being destroyed. Odja is more than 
an economic form; it is a symbol of the 
‘organic unity* of the domestic Community: 
‘Toparticipaie in an ‘otfia’ is ahaHmaricof... 
citizenship in the village... Such reciprocity 
of labour reproduces the -cohesion of the 
group..." (p S3). Odja is a normative system 
that emphasises the solidarity of the com¬ 
munity. while buti “initiates the imperatives 
of an individualistic money economy 
... Penetrated by (he symbolic order of wage 
economy, the domestic community under¬ 
goes a kind of haemorrhage of the spirit of 
traditional solidarity” (p 89). Not only work 
itself, but the perception of work is altered: 
“Such is the ideology of wage that it 
disparages *0 wotk that docs not earn wage 
as mere waste” (p 89). 

This view of the depredations of wage on 
the spirit of the do me stic community is 
carried through in the chapters an the concept 
of time, education and medicine, and the 
development bureaucracy. To explore bow 
the economic shift impinges on the mind, 
Nanda focuses on the concept of time. When 
land b eco m es the object rather than the 
subject of labour, and labour itself an object 
of exchange, there is a qualitative change 
in the sense of time. For the Bonda, time 
is linked to the rhythms of subsistence 
production sod reproduction - if is task- 
oriented andcyclical. and 'work' and leisure' 
are iotemingled. With the emerge n ce of a 
wage economy, tcjfure and work are sepa¬ 
rated. for time becomes valuable; work is 
time-governed and time becomes Bnear. The 
pen istencc of the subs ixSenoe economy with¬ 
in the emerging wage economy mean* that 
there j*accn fl k« b et w een fenr ma o ri ta d con - 
ccptsoftime; to understand tie imxhm ‘myth* 
of develop me nt’ the highlanders must first 
folly internalise the linear notion of time. 

' lire pushing foreran! of tire ‘economic 
frontier’ is accb mpti ahed with the aid of 
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ias thutio us w h eat min In in for th* * ’dm 
com modi risation pro ca m . Hto p foyiag the 
wotk* of Foocank and hnm Back, Nanda 
diaaecta two such institutions - dm school 
and the clinic (nC). In the'ashnsn'schools 
fonde d by dm gov er nment, ajadants rec e i ve 
an ‘education’ that bearsno relation to dm 
rcafityoftheirfive* aad that dearly conveys 
their subordinate position in seemty. la the 
process of be c oming ‘cduc amd '. Bonda boyt 
forget or fall to learn the skill* of the 
rubriatenoc economy. “Under the prsvailin 
pedagogy, the symbolic patrimony which ■ 
Bonda child inherits, perishes. In oednr that 
tbs symbols of the market and its ideological 
repres ent a tion s roe meaningfully lodged over 
the symbols of subsistence, the tribe must 
be declared backward rod primitive (p 175, 
emphasis in original), like the school, the 
modern clinic is 'mystifying' and ‘culturally 
alien' to dm Bonda, and dm discourse of 
disoase offered, like the school syUabos, has 
little rekvroce to tbear live* or need*. Equally 
abroad is the concept of family planning for 
people whoec labour is the only source of 
wealth. Thttse who ‘accept’ sierilisationdo 
so only for the cash incentive, and Nanda 
raise* the important question of whether, in a 
situation of acute poverty, there is any differ¬ 
ence between incentive and compulsion. 

Thus Nanda cover* much ground in this 
slim hook, employing a variety of theories 
along the way. which is perhaps its greatest 
weakness. Curiously juxtaposed lo the rather 
Durkhcimtroaccousil of‘traditional 'Bonds 
society and the simultaneous employment 
of a materialist evolutionary scheme is the 
first chapter on the social history of the 

* highlands. If. a* Nanda shows, there was s 
'steady intermingling' oY tribal and non 
tribal culture* in early Orissa history, and 
'Hindu' kingdoms were greatly influenced 
by the ‘tribes' which formed a large part of 
their populations, does 4 make sense to 
speak of the Banda as an ‘independent', 
'self-sufficient'community?Narnia implies 
that the later history of Orissa led to die 
isolation of the highlands people, (he 
condition in which they were found by 19th 
century (British) ethnographers. He also 
shows that the opening up of the highlands 
under colonialism wax mainly via trade; the 
process of decline of the subststcocc ocunomy 
began early wkh the entry of traders, moocy 
lenders and cash, including wage labour 
The tribal revolts starting in the 1890s 
dem o n str ate the extent to which highlands 
societies bad been affected by colonialism 
Given tins, how are we lo believe that the 
red “demise of the domestic community'' 

‘is of asuch more recent origin, a* be suggests 0 

These cont ra di c tion * stem in part from 
Nanda'sratheruncritical uro ofMeittassou!i’» 
evolutionary schema, which also leads him 
to posit the survival, m diffa runt so c ial 
layers, of nutty cultural forms that could 
allow the racoMtructioa of aarkar stages d 
social organisation and their articulation' 



p 23)Soch evolutionism ignore* the recent 
debate in anthropology, stemming from a 
recognition that eves ‘people* without 
hi*wry‘ have historic*. or whether modem 
hunter-gatherer societies areexamplciof an 
earlier form of nodal organisation (the hand) 
that baa survived, or ate in fact product* of 
a history of interaction with other people* 
that has pushed them into a marginal 
existence. It also contradicts Nends'* own 
plea for a history and sociology of Indian 
tribes that employs both of the central 
components of Marxism - historical 
materialism and critique of political 
economy: "If we ate to take Marx's own 
works as revolutionary and not ss a revelation. 
then we ought to recognise that every 
category of society and history belong* in 
socio-hisiorical conjunctures" (p 21. fn 7). 

These minor objection* do not detract 
from an appreciation of the depth and 
complexity with which Nanda has bandied 
hi* theme, and of the fact that he goes 
beyood anthropology and takes an advocacy 
role. Nanda place* himself squaicly-on the 
side of the highlanders and other 'sub*isience' 
people* whose cultures, societies, and 
livelihood* are being swallowed inexorably 
by tbe incursions of capital and the welfare 
state. He recognise* that hi* critical stance 
on 'development' invite* theeburge of nostal¬ 


gic longing for an illusory idyllic tribal past. 
Yet hi* account leaves little doubt that even 
if tbe highlanders’ life was not easy in tbe 
past, it has been made infinitely harder now. 
not least because of tbe depredations on the 
collective mind'. Tbe discourse of develop¬ 
ment imposed from above not only robs the 
Bond* of their economic independence, but 
subordinates them within society and totally 
devalue* their culture, then world-view, their 
way of life. Moreover, this transition has 
denied to the high! and era tbe possibility of 
understanding objectively their situation: 
“Between their attitude to tbe ir chcumstanccs 
and their material condition* falls the veil 
of diabolical development" (p 208). 

Nanda * scope is much wider than the 
Bonda: in this slim volume he manage* to 
raise and contribute to issue* central to life 
itself at the end of the 20th ceniury. "A* the 
Bonda socio-economic organisation get* 
absorbed by the modem state, one more 
society which could potentially point to an 
alternative future will he lost to us" (p 14). 
Hit masterful evocation of the Bonda 
community and it* collective mode of 
organisation, and it* contrast to the cta**- 
stnuified. patriarchal. con*umcn*t society 
into which it is being integrated, should give 
pause lo the votaries of ‘development’. both 
official and otherwise. He put* the dilemma 


succinctly: ‘Without altering the power of 
the planner over the people. n*> teal progress 
cu come about in the highland* ..Real 
change...ha* to do with a change in our way 
of thinking about ourselves and our 
consumerism, which devastates the ecology 
of the forest people” (p 195). 

This book should be required reading dm 
only for anthropologist* but also for those 
concerned with ‘development’ of all kind*: 
for it i* not just about tbe destruction of 
indigenous people* but the potential 
destruction (if all life by the engine of 
capitalist production His writing.although 
dense at places, is a pleasure to read, for bis 
imagery evoke* the processes of change in 
the highlands in a way that dry ethnography 
cannot. If 1 have used too many quotations 
in this review, it i« because it is often difficult 
to express the thought as well as ha* Nanda. 
This book, which came out ju*t one day after 
Nandi's untimely death, proves that hi* 
demise was truly a tragedy, for H show* that 
he had much more to give to social science 
and to the cause of indigenous people*. It 
is to be hoped that hi* student* will cany 
on his work and contribute to the construc¬ 
tion, a* he advocated, of a "scientific 
discourse that is free from patriarchal-class 
bias which pervade* the paradigms of 
planning" (p 195). 
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SPECIAL ARTICLES 


Political Economy, Agrarian Question and 
Comparative Method 

Tereace J Byre* 

In this paper the case for classical political economy, and especially its Marxist variant, as a means of analysing the 
problems of economic development is argued. Three major characteristics of classical political economy are ulentified: 
accumulation, class and the state. The agrarian question is considered, and the significance of these in its analysis is posited. 
With the agrarian question in mind, the importance of the comparative method is urged. Some problems associated with 
the comparative method are considered, and. in the political economy context, the strength oj the case-onented rather 
than the variable-oriented variant of the comparative approach is stressed. 


I 

Introduction 

IT wa* put to me recently that political 
economy is dead'. But which one? There 
are, of course, two quite distinct and 
fundamentally opposed forms of political 
economy. Let us call them the ‘old poli¬ 
tical economy' and the ‘new political 
economy’. 

The former, broadly construed, is in the 
tradition of classical political economy a 
line running from Adam Smith to Karl 
Marx. There is. I would submit, more than 
enough in common lo justify such a broad 
classical grouping. To that I will return. 
But there is also a dear line of division, 
within the ‘old political economy’, between 
a non-Marxist and a Marxist variant. The 
more recent practitioners of both variants 
include a number of very distinguished 
economists and social and economic 
historians. 1 

The ‘new political economy' is a branch 
of neo-classical economics which “applies 
the basic economic logic of constrained 
choice to circumstances in which private 
transactions fail to maximise welfare" 
ICaporaso and Levine I 992:116). It addresses 
market failure, and. within a property rights 
framework, focuses upon externalities, 
public goods and monopoly.’’ I shall say 
no more about U. It is not my kind of 
political economy 

It was the Marxist brand of the old political 
economy' whose demise was announced, 
although it* non-Marxist variant hax also 
long since hcen declared dead. Concentrating 
on the former, the statement is in line with 
similar pronouncements to the effect that 
Marxism is dead'. Or if not <kad. it is atxiui 
to go: a recent piece in the Guardian, in 
which as interview with fine Hohsbawm 
was twpurtadaadhia most recent book noted, 
described bha as'the last Marxist'. 1 1 was 
slad to read that during the interview 
Hobsbawm wa* "sipping malt whisky"* 
although which particular one was not 
tv vealed). The final days of Marxism in the 


west, il seems, are at least characterised by 
good taste. 

n 

Political Economy 

Let us. howevcrbriefly, consider political 
economy: or at least certain characteristics 
of it germane to my broad concerns as a 
development economist, and lomy interest 
in the agrarian question. There arc three 
aspects that I would draw to the reader's 
attention: accumulation, clas\ and the state. 
In emphasising these three aspects. I am. of 
course, oversimplifying fte present purposes 

As Lewis stressed, at the heart of classical 
political economy lies a preoccupation with 
capital accumulation and its determinants.' 
That is my preoccupation. But why? To 
answer that we must first identify the nature 
of the accumulation. I have mentioned Arthur 
Lewis. If I might quote another great 
economist - * political economist of quite 
remarkable breadth and power - Maurice 
IX»bb. such ‘accumulation’ is not “the mere 
piling upof durable objects of wealth", sue h 
a< “barren pteemus metals and durable 
consumer goods", buL rather, ‘‘the constant 
creation of new means of production”. It 
requires, in both town and country, the 
diversion of wealth,or surplus, on a regular 
basis, away from such forms as its primary 
expression tits disaccumulatkm in those 
forms)and ink) "real capital ami... productive 
investment" (Dobb I967. 27|” TTiat entails 
a dramatic and fundamental change of 
practice among those who appropriate 
surplus, whether in the form of profit or rent 

This, for the classical economists, was a 
central condition for, a defining characteristic 
of. development Again to quote Dobb, for 
Ricardo and Smith, for example, “the 
progress of capital accumulation was the 
constant goal of endeavour and the guarantee 
of material prosperity for the community at 
luge and for all classes" [Dobb 197.V*7|: ; 
or, in another phrase, that of Ronald Meek, 
"the Claaaical economists , regarded.. the 
accumulation of capital as the key to the 


growthyd wealth and abundance" (Meek 
1973:33|.Ithad(o proceed It was Ricardo’s 
fear that, consequent upon downward 
pressure on the rate of profit, "there would 
be nomotiveforaccumulation", and it might 
come to a halt (Ricardo 1951122] For 
Marx, accumulation of capital (or ‘expanded 
reproduction ) is capitalism's historic 
mission, and its central dynamic It is this 
which, once H becomes established, and 
shifts from a constant to an increasing rale, 
transforms a poor economy. Itis the driving- 
force of capitalist transformation. This 
classical stress upon ac .umulation is as valid 
now as it was when nicy wrote We must 
seek lo understand how it comes about and 
what might prevent i! Mypostulatc is that, 
to Jo that, one must seek its agrarian routs 
This ts a crucial dimensiiii of the agrarian 
question. To it 1 will return 
1 have referred to classes'. As Lewis, 
perhaps, dtd not emphasise enough, at its 
most powerful classical political economy 
is an analytical tradition - ithin which social 
class is ccntr.-t thcic is a remarkable 
continuity from Smith’s 'three great orders 
of society' (Marx 1962 862). through 
Ricardo’s 'three classesot the community' 
(Ricardo 195T5], to Marx’* ‘three, big 
classes nfmodemsociety’(Marx I962.R62I 
It was a cardinal precept that the rate of 
accumulation, and. by extension, the speed 
and the nature of chc capiulisi transformation 
of a society, depend up in the social character 
of (hose who accumulate, te.uponthcarclass 
characteristic' In this tradtiom. I would 
postulate that one cannot understand the 
toots, the causes, the dynamic of capital 
accumulation without a treatment >*f class, 
without careful examination of class 
siructuje. class relationships, and class 
conflict It is a part of the classical traJttssn 
that r* all loo easily k*ct. even by economists 
who soc themselves in that tradition h «* 
Integra! to treatment of the agrarian qtaerta* 
in the political economy whash t practise 
analysis of the state figures centrally Ms 

next postulate •« that class analysis must be 
accompanied by-must includr- uvainwi*' 
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of the stale. Class analysis requires (his. 
inasmuch us dominunt classes (or classes, 
emerging hut mu yet dominant) may need 
state intervention ui certain decisive 
moments. Moreover, their dominance, once 
secured, may have to be underpinned by the 
exercise of state power. There is a current 
orthodoxy, to the effect that ‘development’ 
requires that the state must he 'rolled hack’; 
that all that is necessary is 'to get the prices 
right'. This seems unlikely from the 
perspective of political economy, both in the 
context of the agrarian question (I shall 
argue) and more generally * To anticipate, 
political economy suggests that where the 
agrarian question has been resolved it is 
likely that the mediation of the state will* 
have influenced critically the manner of that 
resolution. 

We mUe. then, ourconcern with the nature 
and activity of the state in relation to the 
agrarian question. It is impossible toconsider 
the relevant issues without reference to the 
state. There is. however, a danger to be 
avoided. This is the trap of seeing the state 
as a kind of'black box’: a closed unit which 
can he studied by registering class input and 
reading off predetermined class output. 
Statements about the state may then reduce 
to simple tautologies. I would wish to resist 
a view of the state as a kind of residuary- 
hypothesis. to be resorted to mechanically 
in order to explain particular outcomes. The 
slate, and the perhaps complex class interests 
which it rcfHcscnts. need to be examined 
with the closest scruUny. rather than simply 
reached for routinely, howeverdifficult such 
scrutiny might be. 

Ill 

Agrarian Question 

Let me now uim to the agrarian question." 
What is the agrarian question? Why is the 
agrarian question important? I hope the reader 
will hear with some brief personal history, 
which allows me to answer those questions 
and to identify certain intellectual debts. 

My concern with the agrarian question 
started soon after I came to the Sclnxd of 
Oriental and African Studies (SOAS) in 
1 962. and from the outset it has focused on 
India. Most of what I have published has 
hecn on India; in SOAS 1 am an economist 
specialisingonibclndianeconomy 1 would 
like to express here my delight at having 
been able to work so closely on India tor 
all these years. The intellectual curiosity 
exhibited there, the uncompromising ly high 
intellectual standards encountered, the 
excitement of controversy passionately 
and skilfully pursued, the constant 
intellectual challenge, (he sense of intel¬ 
lectual exhilaration, have been immensely 
stimulating and rewarding. It has. indeed, 
been a great privilege. 1 can think of no other 
country which would have yielded such 


high intellectual rewards (not to mention 
personal friendships). 

It wax an Indian economist, and friend, 
S C Gupta, who in April i 963" firxl engaged 
my interest, when he gave me off-prints of 
two articles on Indian agriculture which be 
had published in !962|Oupta 1962a, 1962b). 
These 1 read carefully. As it turned out. he 
was. in writing those articles, quite clearly 
the most important ‘precursor’of the famous 
mode of production debate in India, that 
erupted some 10 years later." 

1 have been trying ever since 1 read his 
articles, to address the questions raised by 
him. They were, of course, questions raised 
previously by others, but never with such 
a sense of relevance in relation to India. This, 
moreover, was my first real exposure to 

them. 

The issues he addressed related, in essence, 
to the extent to which capitalist fanning was 
developing in India. The agrarian question. 

then, is constituted by the incomplete 
development of capitalist agriculture The 
relationsot production remain ‘backward’; 
a labour force free in the double sense (free 
of the means of production and free to sell 
its labour power) has not yet emerged fully. 
Agriculture, further, continues to be 
tcchnolog ically backward, with consequent, 
continuing low levels of output, productivity, 
and surplus. The agrarian question is resolved 
only when capitalist relations dominate 
agriculture. Its analysis is concerned with 
whether capitalism can develop in the 
countryside, if it can. the extent to which 
capitalism ha> developed; the forms which 
it takes (which may he diverse and 
unexpected): the .social class or classes which 
are the major agents of change: the harriers 
which may impede its development, and the 
strength of those barriers. 

More specifically, the issues addressed by 
S C Gupta were dynamic questions - 
questions of change - inter alia, of land 
concentration and whether it was proceeding: 
of the success or otherwise of action by the 
state to secure land reform and so clear the 
way for capitalist agriculture: of peasant 
differentiation and the possibility of ’peasant 
capitalism ’ ('capitalism from below’); of the 
continuing significance of landlords and the 
possibility of ‘landlord capitalism’ 
('capitalism from above’); of the extent of 
wage labour and whether it was growing: 
of the nature of the productive forces in 
agriculture, and their transformation (and 
whether mechanisation was proceeding - 
and was. indeed, necessary) - a^in an area 
of crucial intervention by the state; of the 
inverse relationship between land size and 
land pnxluctivity - which bod just surfaced 
as an issue, as a result of a remarkable article 
by A K Sen |Sen 1962| - which gave rise 
to the inverse relationship debate ami which 
raised the possibility of a productive 
agriculture based on small holdings and 


family rather than wage labour. They related, 
clearly, within agriculture, to accumulation, 
class, and the state: those issues at the heap 
of classical politicalcoonamy, which I bav 
already noted. Thus started my preoccupatioc 
with the agrarian question in India. And the 
issues I have mentioned remain as relevant 
now as they seemed in 1962. 

My interest in the agrarian question hat 
also hecn more general. To grasp and tc 
understand the agrarian question in India (ot 
anywhere else). I believe, requires a cleat 
historical sense, theoretically- informed, ami 
allied to an awareness of the need to view 
India in relation toother societies andothei 
experience. I subscribe most strongly to the 
methodological principle that one canmx 
possibly understand the agrarian questior 

- or any other important matter of that kind 

- without history, without theory ani; 
without a comparative perspective. My 
activities as editor of the Journal of Peasant 
Studies, which 1 helped start in 1973. huv 
constantly reinforced, and informed, that 
view. I look to the JPS my Indian concerns 
and we have published much excelten 
material on India: and I have gained frotr 
the JPS immeasurable insight into the 
agrarian question in India 

With the passage of the years - in par 
with the benefit and stimulus ol the debate 
which have raged in India and in part with 
the insight gained from editing JPS -thoiv 
questions addressed by S C Gupta have 
seemed to me to he increasingly complex 
and to be possessed ol no easy answers foi 
India or for anywhere else, cither historically 
or now Moreover, as my struggle with then 
continued. 1 was seized of two growing 
convictions, which made their analysis the 
more demanding. 

The first is that we need to reach for a 
wider reading of the agrarian question. Wc 
must seek to capture the tendencies at work 
in the countryside. Thai must remain at the 
heart of consideration of the agrarian 
question. But the implications fot 
accumulation outside of the countryside need 
to be part of our analysis. Such a position 
finds warrant within the classical tradition 
Smith stated the dependence of accumulation 
in industry upon the flow of an agricultural 
surplus, succinctly and with characteristic 
clarity." Smith was obviously aware of the 
possible significance of the terms ot tin 
transfer, but he did not develop this ,i» ■> 
possible rock upon which accumulation in 
manufacturing might founder It was left to 
Ricardo U' analyse that |Kkank> 1951) “A 
general downward pressure on the rate >>i 
profit, he feared, would derive from adeclim 
in the rale of profit for capitalist farmers 
communicated inexorably tomanufacttiring 
so bringing accumulation to a hah. Marx 
in considering primitive accumulation’ . g» vi 
a powerful treatment of how the free wage 
labour necessary for accumulation in both 
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country and (own in created in the 
ujud try tide 

My argument i* that then* processes. and 
other* central to accumulation in 
manufacturing industry, are powerfully 
condi tinned by whet her the agrarian question 
i* resolved and how it in resolved. Clearly, 
such accumulation cannot proceed without 
some appropriate tapping of the relevant 
domestic sources of accumulation. These, to 
a considerable degree, must reside in the 
countryside in the early phases of 
transformation. Foreign sources of 
accumulation may be possible (in the past 
colonial surplus appropriation was 
significant). Bui these cannot dispense wiih 
the need for domestic agriculture as 
something of a 'nutrient base'. Wc need to 
examine 'voluntary' flows of surplus, 
appropriation of surplus by the state via 
taxation, and the inter-sectoral termsof trade 
We must also ex amine, inter alia, agriculture 
as a market and agncullurc and the making 
of an urban working class. Accumulation in 
manufacturing will depend critically upon 
these processes They, in their turn, rind an 
important part of their determination in the 
countryside. Thai needs lo he seen as pari 
ot the agrarian question. 

The second convict Rmcame from growing 
unease about Ihc constricted and analytically 
impoverishing way in whicl) the agrarian 
question in contemporary pisir countries is 
handled within the political economy 
tradlUon. Hus. 1 hasten to add. has hceli as 
true of my own work as .if the generality 
of work in this area It is so m the following 
way. 

The prospects are considered of a limited 
number of possible 'paths' of capitalist 
agrarian transition’ a set of paths which have 
already been traversed successfully in the 
paai. The apparently csscnual features of 
these paths arc identified and made to 
constitute models - hisloncal/analyiical 
models - of agrarian transition These 
models' have been influential in two 
significant senses. Firstly, certain ctoctal 
interventions have been made, both in the 
colonial past and in the post-colonial era. 
in apparent conformity with (hem. while 
some arc at present used prcscnpiivcly 
Secondly, current realities in pi>orc outlines 
may he fudged against them they embody 
criteria by which one may |udgc whcthci. 
ami in what form, a capitalist agtarian 
transition is being negotiated. 

Practice in this respect may he defective 
in two ways. The first i* that the paths in 
question - the 'model*' being token lo 
contemporary reality - ate too few Tlic full 
range of historical instances of successful 
transition is not referred to. Secondly, the 
conception of these paths i» too stereotyped 
and too narrow With these models as 
reference points, the pnnesses at work may 
he seriously misunderstood they may not 


he fully recognised, or they may even go 
wholly unrecognised, because aset of limited 
and rigid criteria arc not met. 

It appeared to me desirable to establish 
thoroughly what was involved in certain 
major paths of agrarian transition, before 
bringing stylised versions (ic. 'models') to 
hear upon contemporary poor countries as 
standards of judgment. If we are to use such 
'models' as embodying criteria by which to 
|udg« whether or not agrarian transition is 
proceeding and to est ahlish t he nal ure of that 
transition, wc incur a responsibility: to 
establish the exact contours of the relevant 
paths and lo consider the processes at work 
in each case. Before committing oneself to 
conclusions about whether or not variants 
of a particular path are being followed, or 
may he followed, we need to be sure that 
we do not pmcced from a caricature. We 
need, t urther. to a void the analytical closure 
involved in assuming that the few 'models' 
wc have in mind exhaust the relevant 
possibilities Such was the impulse which 
led lo the work m comparative political 
economy that I have been pursuing. The 
paths chosen for consideration suggested 
tliiinselves easily enough. Analytical 
influence and possible relevance determined 
choice Here were countries troni whose 
apparent history influential models have been 
abstracted. or whose history seemed rtle vant: 
England. Prussia. France. North America, 
and Japan 

Lei me sum up my view of the agrarian 
question We may say that an unresolved 
agrarian question is a central characteristic 
ot economic backwardness. In iu broadest 
meaning, the agrarian question may be 
defined as the continuing existence in the 
countryside ot poor countries of substan¬ 
tive obstacles to an unleashing of the forces 
capable of generating economic develop¬ 
ment. both inside and outside agriculture 
It represents a failure of accumulation to 
pnveed adequately in the countryside -that 
impinging powerfully upon the town; an 
intimately related failure ol class formation 
m (he countryside, appropriate to that 
accumulation, and a failure of the slate to 
mediate successfully those transition*, which 
wc maycncapsulate as Lhcagrarian transition 
It is that broad meaning that I maintain. My 
ventral argument is that the nature of agrarian 
transition not only has implications for the 
late of the countryside, but has a decisive 
mfluttwc upon the pace. m anner .limits, and 
very possibility of capitalist industrialisation. 
My locus, then, is upon agrarian transition 
and iu central place m overall capitalist 
transformation. 

It is this which I have sought to examine 
historically Let me. in die final part of du* 
paper, turn to some consideration* on the 
comparative method, induced by my 
wrestling with comporaiivc/historical 
political economy, in *o proceeding, f have 


certain setsof interlocking question* m mind 

The first relates l<> class relationships and 
i* two-fold. It is. firstly, locaptun: the precise 
nsuire of the class relationship* which 
emerged in the coumry*idc in certain 
important instances of transition; and the 
second to disentangle tite logic of why 
particular kinds of re solution < if the agj arian 
question, in that sense, proceeded Clearly 
in examining Ihc nature ol any individual 
path of agrarian transition it i, essential to 
identify the particular clas* structure which 
characterise* it. Thndutinguishc* aportieular 
pathol agrarian transition The diversity of 
resolution in ihi* sense is striking. But what 
are the implications - both in the countryside 
and outside - i>f this diversity id resolution'* 

My second concern is u> identify and 
explain the form* taken by the productive 
force* in the countryside - if you like, the 
form of lechnolog teal transformation. A very 
narrow reading ot the agrarian question is 
concerned largely, if not exclusively, with 
class relationships. A fuller reading should 
include the outcome with respect to the form 
taken by the productive fivee* This is 
crucially important. Wc cannot identify a 
particular path without reference to tin* 
outcome. It is an essential characteristic of 
'each distinctive path As with the emerging 
clas* structure, lhediver*ity i* considerable 
Again the nature of mediation by the stale 
must be investigated 

IV 

Comparative Method 

There is an established and constantly 
revitalised corpus of comparative work in 
the social sciences including work by 
political economist*, economists, political 
scientists, sociologist*, and historians It has 
many distinguished practitioners; Man. 
Bloch (certain 1 *- one of the very greatest). 
Barrington Moore. Perry Anderson. Robert 
Brenner. Theda Skocpol. Immanuel 
WaJ lerstein; among oc unomista. Cohn C talk. 
Simon Kuznet*. Hollis Chcnery and Momc* 
Syrquin. and my colleague. Massood 
Karsbcna* (whose hook is about to appear 
| Karsbcna* 1995); not to mention Marx and 
Weber. And there arc mauy other* 
Comparative history ha*, perhaps, been 
especially exciting and fruitful 

Systematic comparative analysis is a 
distinct branch of enquiry, with discernible 
general goals and identifiable, if debatable, 
methodological principles It ba* distinct 
variants, whose procedure* differ markedly 
theur particular espousal depending, m part, 
upon the discipline ami the aims of the 
cotnparatmst Nevertheless itcouds.ltluriL 
a comparative method, given early powerful 
statement by More Bloch at 192# ]BV«ch 
19b?] "It i* that comparative mcthtallHav* 
sought to deploy in my own work Thus 
exists a useful uuopvtiw and aits/ 
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literatim on tbe comparative mctbod."Thst 
I will make no attempt to consider. Rather, 
on the principle of learning by doing. I will 
draw upon my own recent experience in 
trying to apply it. 

The author* of an influential work on 
comparative economic development, two 
economists, Chenery and Syrqurn. make part 
of the case for the practice of the comparative 
method - in economics - as follows: 
Intercountry comparisons play an essential 
part in understanding the processes of 
economic and social development. To 
generalise from the historical experience of 
a single cuuntry. we must compare it in some 
way to that of other countries. Through 
such comparisons, uniform features of 
development can he identified and alternative 
hypotheses as to theircauses tested (Chenery 
and Syrquin 1975:31. 

Barrington Moore, who has written one of 
the classics of the comparative approach, a 
magisterial and powerful work of 
comparative history (Moore 1967]'* also 
argues the value of asy.tcmatic comparative 
approach. 

In the effort to understand the history of a 
specific country a comparative perspective 
can lead to asking very useful and sometimes 
new questions. There are further ad vantages 
Comparisons can serve as a rough negative 
check on accepted historical explanations. 
And a comparative approach can lead to new 
historical explanations (Moore 1967:xiii). 

The arguments made in favour of the 
comparative method are very similar. Yet, 
they are made by exponents of two 
approaches tothe comparative method which 
differ markedly in their analytical procedures. 

We may identify the broad nature of the 
differences. Although there have been many, 
differing ways of pursuing comparison, 
among a variety of authors. I concentrate on 
these two approaches partly because of the 
exigencies of space: but also because one 
might argue that these are the two archetypes: 
of which we can find eilberexamples. variants 
or attempted combinations 
Chenery and Syrquin. with structural 
change as their central concern (in this 
respect, following, avowedly, in the tradition 
of Simon Kuznets (Kuznets 1956-67 and 
1966)), practise a particular, and well 
developed, form of comparative analysis: 
that based upon cross-national data sets, 
using econometric analysis in order to test, 
fora large number of countries (in their case, 
101). vinous hypotheses, and to establish, 
rigorously, certain generalisations (Chenery 
and Syrquin 1975:3].Thishas been identified 
as the variable-oriented approach (Kagin 
1987: ix and passim). It is commonly 
practised in the social sciences: being part 
of "the trend in mainstream social science 
towards the application of ever more 
sophisticated multivariate (statistical] 
techniques to all typesof social data” f Kagin 


1987: viiij. That it can he powerful and 
illuminating is dev. It is especially valuable 
in establishing those ‘uniform features of 
development’ to which Chenery and Syrquin 
draw attention. 

Barrington Moore 'discern*' and seeks to 
explain “three major historical [political] 
routes from the preindustrial to the modern 
world" [Moore 1966:xvj. He proceeds via 
a limited series of carefully conducted case 
studies (in his case six), 1 '* each one taken 
separately, and he then mikes the comparison 
carefully onabasisofthecase studies. This, 
the case-oriented approach [Ragin 1987: ix 
and passim), seeks significant depth of 
treatment. By its very nature, the number of 
case-studies is strictly limited. These must 
be appropriate to the questions being 
addressed. They need to he truly comparable. 
They need, therefore, to he chosen carefully. 
The potential analytical power of such an 
approach, and the immense insight that it 
may bring, are obvious." It is particularly 
suited to qualitative analysis, although it 
does lend itself, also, to rigorous 
quantitativeicconometric treatment (as 
Karshenas’s recent work shows (Kashcnas 
19951). 

Let me now return to the agrarianquestion. 
In considering it. we need to make certain 
analytical judgments. These - as we probe 
accumulation, class and state - fall into 
hruud categories. They concern, firstly, tlic 
nature of performance, and whatennsututes 
satisfactory productive performance. They 
relate, secondly, to the character of change' 
(the point at which performance transforms) 
- crucially, structural change: to lack of 
change: and to what comprises desirable, or 
possible, change. They encompass, thirdly, 
what determines peformance. change, or lack 
of change: they qre about causality. 

Clearly, such |udgments cannot be simply 
empirical (I make a plea for the empirical 
but against empiricism). The need to be 
ordered by. and rooted in. theory: in tbe ideal 
types which theory establishes, and tbe 
hypotheses which theory suggests. That is 
essentiaLTreatmentofthc agrarianquestion 
is impossible without such theoretical 
foundations. But analysis, further, must be 
grounded, as Ben Fine has put it. "in secure 
theoretical foundations that remain sensitive 
both lodiversity and historical contingency” 
|Fine 1993:2], That is crucial. 

Comparison is essential. It is. in pari, via 
comparison that one might make the relevant, 
sensitive judgments about performance (in 
the context of the agrarian questi^i, or more 
generally). How might one judge die 
adequacy of performance without some 
comparative yardstick? Comparison suggests 
what is reasonable, and even, necessary. It 
ix. to a degree, incompantive terms that one 
might conceive of change in a suitably 
nuanced manner. How, otherwise, might 
one understand the nature, the scope, and 
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the likely direction of change? Comparison 
moreover, anay point to tbe possibility of' 
substantive (non-trivial) diveraity c 
outcome. It is in a comparative perspectiv 
that one might reach for possible lines a 
causality. Comparison has the power to widet 
the range of poisible hypotheses 
Comparison, can, suitably pursued, proven 
analytical closure: by keeping one alive u 
the diversity and historical contingency 
insisted upon by Ben Fine. The sensitivity 
to diversity and historical contingency, 
posit, must come, in part, from careful! 
pursued comparison. This is why I cmbaiket 
upon my own work on paths of agrariat 
transition. 

Tbe claims made, by both Chenery ant 
Syrquin and by Barrington Moore, are, 
suggest, perfectly justified. Comparison cat 
clarify and make more secure the analytics 
judgments which we make. It can, further 
be a fertilising influence. It can oper 
analytical perspectives. It can do so, whet 
securely based theoretically, by extending 
our range of criteria independent of i 
particular context, and so allowing theory 
to be more nuanced in what it can reveal 

An absence of sensitivity lodiversity am 
historical contingency meant that analytics 
channels may be blocked. Comparison ha.' 
the power to unblock those channels. Tt 
recapitulate somewhat. 1 have found that thi; 
it may do in four essential ways. Firstly, i 
may reveal significant his lone al regularities 
It may identify 'uniform features o 
development’. That, in itself, can hr 
immensely valuable. Thus, in examining the 
agrarian question the kind of structura. 
change identified by Simon Kuznets is o 
significance. Secondly, within tho* 
historical regularities, a variety of historica 
pattern may be demonstrated. That. too. i: 
of great potential value. The detailec 
examination of differing paths of agrariat 
transition shows that clearly.Thirdly, it may 
lead to the questioning of stereotypes: which 
I hope, my own work does, in examinin 
the real basis of hisiorical/analylical model* 
taken to treatment of the agrarian queatioi 
in contemporary situations. Fourthly, it may 
generate exciting new hypotheses 
Abandoning the F.urocentrism to which 
have fallen victim. I would here stress the 
enrichment of the study of European history 
by hypotheses taken from the rich am 
powerful literature on the agrarian question 
in, say. India (let us say. on sharecropping, 
tbe inter-sectoral terms of trade, or the inverse 
relationship to which I have already drawr 
attention). 

But what of the two archetypal variants 
which I have identified? Are they equally 
valuable in analysing the agrarian question': 
They are not Of the two. the case-onenict 
approach is more useftiLand is the omlhavc 
adopted. It is not. however, without it* 
difficulties 
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1 will m*ke juxt'two point* about the 
variabte-oricnted approach as a possible 
qaajor way of approaching the agiariafl 
question. Each relate* to complexity, but in 
a different way. 

Firstly, by it* very nature, it abstracts from 
complexity and diversity, in its search for 
the general. Its strengths arc many. 1 ’' uiul. 
as I have suggested, it can yield powerful 
insight*. But. if one's aim is to capture 
complexity, historical contingency and 
substantive diversity, then it has clear 
deficiencies. It cuts a swathe through 
complexity, abhors historical contingency 
and discounts diversity. It seeks the general 
at the expense of the particular and (he 
specific. Thu* it could not cope with the 
diversity of outcome characterising the., i.e 
studies that constitute my examination <>l 
paths of agrarian transition' a diversity »t 
class structure, of puitcrn of the produenve 
forces, and of interrelation between the two 
As a major means of investigation, it is not 
lit us. appropriate loan ana lysis of the agr.uian 
question of the kind which I am put smug 

Secondly, (here arc certain kinds .it issue 
which it simply cannot address How could 
. me c aplurc tile intricacies o! class and class 
i elation ships thus 1 The evidence av.nl.iM. 
c aniKU he manipulated 01 interrogated in this 
kind of way Even if one wished to wield 
(k cum ’ s i a/or, one cannot via this approach 
It you like, it i.s increasingly at a loss a< 
causal complexity multiplies TImI o to say 
it would be unahlc to unravel the causes o» 
the Jive rsity of outcome found in the dilleicni 
cases. Ft a example, if we hypothesise th.it 
class conn id is the rriator determinant a 
change, and that the oulmmcot sue i, coni iic< 
is c iuc tal to the n aiure ot ihc pai h. M iiji ic n ion 
tollowed, the variable oriented approach 
would not enable to to lot cithet ol tluoc 
propositions. \S hat is called lot !> ic.itelul 
and sensitive qualitative hc.itnien' ttnK a 
case-oriented strategy can allow that 

The case-oriented comparaltv e appociji 
has its own problems. These-1 cjnnotpu: sue 
in detail But c»ne that I have encountered 
isthcptohlcmoflhc naltueotlbe evidence- 
iisedtrythccotnparatiMst.l elmc-tonc ii'.ialc 

> n that, and on my own expciiviivf. The 

> <iiiparativix( must rely on scvoiuf.irv 
si ’urecs, and must get a salts! ad. ay p it c li.oc 
"ii these. He. or she must get it right m tins 
ic'pect. TIic following problems ,ui'< 

Tile first is that of ensuiing that the same 
questions are asked and the same analytic al 
'Ulcgiirics used consistently, .icioss the 
individual case studies. There i s the pn'blem 
■ *f tlie possibly limited nature of the cvideiu c 
ivailablc. One then runs the Jangci ot 
‘scorning the prisoner ot those who do not 
aslt question* relevant to one s com et ns. 01 
"! being misled by those wluutstcl analytical 
- ategorte* inappropriately. In this instance 
b>i example, one may search in vain lo» 
treatment of the nature and diversity of the 
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landlord da**: or, one which i have found 
especially ttying, the courae of the infer' 
sectoral term* of trade. Or, ‘peasants' rnuy 
be defined idiosy ncratically; or peasant strata 
identified carelessly Great vigilance is called 
for. 

There may. however, secondly, be an 
abundance of evidence and a diversity of 
interpretation on particular issues That, > >, 
is a problem which 1 have met and struggled 
with, it is not surprising, then, that (he 
comparative, plundering as he must the 
work of specialists, encounters the 
reservations and suspicion of those specialists 
nol themselves comparativisis Thus, lor 
example, specialist historians may spend 
then whole life working on a particular 
country, ot region, over a naiTow range of 
irrue perhaps to most excellent effect 
n>or< aighly familiar with their source* and 
with the literature relating to their period, 
they in.iy question. and even recent, efforts 
to make what may seem to them to he 
untustificd. sweeping generalisations 
(although from ill. viewpointo| the variable- 

oncmed approach, tlicy may he far from 
sweeping! A> kne Hohshawm observed in 
l.tsic vteWoi Perry Anderson's two volumes 

I Anderson l l )7ta and l’>74h). professional 
hisroiiar.s .ire 

ittcic i-ingK fi-cc.kJ.-ct by the double tenors 
»f piim.ov t'scarilt and sjuci.di-. I 
know I, dg • f ike animal, outside their own 
H inton . In .ton.m feel neither confident 
aor - cure once they leave ihv - hi fill of 'm\ 
p-ood' IHob'b.iwm |sl7Sh |7?j 
Tlic-'c feelings will, id course tic aroused 
h\ lliccornparativist.aii.lihcy may translate 
into hostility when the comparative historian 
i-et. on to their individual territory even d 
there is recognition ol the possible v due ot 
. '.up.it attv e In. lory outs isle of that territory 
i tecill. in tin IVhfis when Bamngton 
s l.cik was being reviewed. the 
ohson i>ion more than once that it w,t> a 
ten..likable piece ol work displaying 
mu ..to histoii,al/sOviologR.dimagination 
and s. on. except that it got country xwiong 
co.mirv x heme tlie cotmiry on which 'he 
reviewer was i .(Kciaiot But there is a 
eemiuic- pic.'ic mien! !"t the ca-mparativ 1 st 
V. i do have i real problem here The 
ci itip.itaiis 1 st must get it right 
That problem iclatc«. m pul to the kind 
ol e\ idenec used by the comparaliMsi. 
and whether it is reprcsentalivc. how. trom 
a pet haps vast sea of evidence the c om 
paiativist c hivoscs. what the comparativisi 
docs with counter-evidence. Given an 
inev liable need to lie selective, one wonder* 
wild wot king principles exist, oi might be 
vsmWtNhed.ti'f comparativ istis, mthisrcs|'cct 
Pcrfraps fherr arc none-, other than the exercise 
of mature judgment One may menuon an 
outstanding conipat ativc historian. Robert 
Brenner One note* Hctdc WumJer s waspish 
anddtsmtxstvccommenton Brrnnci. and on 
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comparative historians in general- 
h it the Us ot the comparative htetonan to 
have tu refy on textbook* and secondary 
literature. hut unforiunaiety Brenner has 
fallen victim to the Prussian myth 
(Hohen/olltinlegcnde) with all its 
tors rad< ctum - and inc«n si iicnt ie> | Wunder 
IVKV9I). 

I think that thi* is unfair on Bi timer But 
how. then, does the comparative historian 
cope with this problem’’ To which partic ular 
textbooks and secondary literature does he 
or she resort? Above all else. I think, he or 
-he must cxtrci.t the most scrupulous care 
.n treating those secondary source* with 
respect. Tlie liest comparaltvisU - Marc 
Bloch. Barrington Mo >rc Theda Skocpol. 
Perry Anderson Kohert Brenner. arid many 
others - do. and their work is exciting, 
illuminating and often seminal 

It is a problem which demands immense 
vigilance on the part of (he comparativict. 

II also require- certain qualities The 
comparative, having displayed perhaps, 
the necessary foolhardiness’ iru mfnmling 
large themes, and having chosen to do so 
via a case-oriented approach, requires, as 
Hobsbaumhasti ‘ an enormous appetite for 
reading" and a notable capacity for 
syn’hc-i |H.ibshawm i975b P7 and 17RJ. 
The coniparattviftt. dien. may be ihnsbly 
foolhardy ui not only addressing large 
themes bui in risking (udgment according 
to sue h standards Yet. iK-potrnlial analytical 
rewards are great. As.i way of investigating 
the agrarian question, via a comparative, 
historical political cs.-nomv it has much to 
off 

V 

Conclusion 

I ti-ifcd. it ihc beginning tiic premature 
mninuii ement of the .i ath i'f political 
economy Wfici the Amcnutn hcimomrc 
••\ss,K-iation held aCenteivry Appreciation 
ot the put licati.ui of fl.rt K.iptlal. Paul 
Samuels, sn. after a swingeing attack on Marx, 
concluded .is follow* 

Bui lhi' |s a birthday parly and I approach 
ihe boundaries • d go.«dta'lc | cl me < anefude 
by wohing lhai. like Iren Sawyer attending 
ho own funeral. Kart Marx could be present 
■»i ho ciwncen.c nnial When the Moor" rose 
ui speak how »t would xlt pay fist oi*r 
presumpiuivusness 1 (Sanmetcon 
Indeed. Aitd how they w'ould pay ft* false 
notices of the death of political economy 

Notes 

1’lhrs paper compnrer the ’eit with imam 
ameftcl.ntvw.s. ot the Muitaa’- huugund 1 astarv 

.t'f*ngecH» .d IVilitKafKivwtwiy ixthel’wvemgx 

of I oaJo* on t'debar 27. I'bM 1 

1 ft re mvrdanuc not to sax tmwwae. 4o fi>* 
names We mas sac Sown n thatwwaM* 
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like Arthur Lewis and Rosenstein-Rodaa. 
two of the founding fathers of post-second 
world war develop meal economics, are 
dearly in the broad, non-Marxist classical 
tradition. It includes, too, the retuarfcahle 
Piero Sniffs (who did. however, have broad 
Marxist sympathies!. Krishna Bharudwaj 
and a whole school of post-Ricardians 
(including such as Ian Steed man). Among 
the Marxists, one might mention Maurice 
Dobb. Ronald Meek. Paul Darun. Paul 
Sweezy, and more recently Anut Dhudun. 
Utsa Patnuik and Pntbhaf Patnaik: not to 
mention u galaxy ot historians, like Rodney 
Hilton, Christopher Hill, E P Thompson. 
Eric Hohsbuwni. Perry Anderson. Robert 
Brenner. The list is far front being 
exhaustive. 

2 It includes economists like James Buchanan 
and Douglas North. and tn the field ol 
development Anne Krueger. Jugdtsh 
Bhagwuti and T N Snmvasan. For a hnet 
treatment see Csporaso and l.evine (1 <143 
79-99). 

3 Dir Guardian. October 15.1994. The piece 
was by Martin Walker. Hohsbawm’s latest 
book is The Age of Extremes — The Short 
20th Century, 1914-1991 [Hohshawm 
1994). the fraal in a remarkable series on 
the capitalist era from the 18th century to 
the present [Hohsbawni I9f>2,1975a. 19*7]. 

4 We are told that: "The last Marxist sits high 
above New York, an open window bringing 
the honking of cabs from Union Square 11 
floors below. He is sipping malt whisky ...•'. 

5 Those familiar with Lewis's writing will 
recall the opening words of his celebrated 
essay 'Economic Development with 
Unlimited Supplies of labour'. 

This essay is wnllen in the classical 
tradition, making the classical assumption, 
and asking the classical question. The 
classics, from Smith to Man. all assumed 
or argued, that an unlimited supply of 
labour was available al subsistence wages. 
They then enquired bo w production grows 
through time. They found the answer in 
capital accumulation, which they 
explained in terms of their analysis of the 
distribution of income. Classicn! systems 
thus determined simultaneously income 
distribution and economic growth, with 
the relative prices of commodities as a 
minor by-product fl.cwis 19511:400]. 

A more succinct, elegant and diieii 
statement would be difficult to imagine. 

6 This is from (me of the three lectures which 
Dobb delivered at the Institute of Statistics 
of University of Bologna in 1962. These 
lectures were entitled 'Some Problems in 
the History of Capitalism'. and the one Irom 
which I have quoted had the title 'Prelude 
to the Industrial Revolution'. 

7 This ts from Dobb s powerful chapter on 
David Ricardo, which, he tells us (see his 
Nc4e of Acknowledgement at the beginning 
of the book), was heavily influenced by 
Piero Sraffs's work 

X Thtsmay sound enrious as part of a tradition 
that includes Adam Smith. I am not. of 
course, claiming Us authority for policie* 
of conceited state action. That would he 


absurd. It would nil Ul with his consistent 
attack on the Mercantilist stale, his belief 
in the power of the 'invisible hand' and so 
on. But what 1 am suggesting is that Smith 
was acutely aware of the historically specific 
nature of his analysis, in n way in which 
his latter-day disciples are dearly -not. Cf, 
Parker (19*2:25-26) and Bharad waj (1989: 
20-21). 

9 What follows is a most brief treatment ol 
the agrarian question. I deal with il al far 
greater length, and in a more nuanced way. 
in Byres (1986a, 1991. and forthcoming). 

10 He was then spending a year's leave in 
Oxford. Irani the Agricultural Economics 
Research Centre of the University of Delhi, 
where he was. at that lime. Director. 

11 For a most useful survey of the debate up 
to 19X2 see Thomer (1982) and for an 
excellent collection of contributions to the 
debate Irani the Economic and Political 
Weekly. Patnaik (I WO). The dehate did not. 
however, take place exclusively tn the pages 
■of the Economic and Political Weekly. See 
Byres (19921. where [Patnaik !940| is 
reviewed. 

12 In the Wraith of Nations, for example See 
Smith (1976. 141-42, Book I. eh X. 'Of 
Wages and Profit in the Different 
Employments of Labour and Stock': 376- 
77. Book III. eh I. Of the Natural Progress 
of Opulence': and I8X.284). See Meek 
(1962. 353; 1973: 290-91). 

13 Ricardo provides a treatment of what we 
would now call the terms ot trade problem. 

14 As Bloch himself tells us. be had several 
predecessors, including Henri Pirenne 
(whose influence on him was great) and the 
linguist. A Meitiel. He was especially 
interested in. and impressed by. the use ol 
the comparative method tn comparative 
linguistics. Scrutiny of this, he argued, had 
much to offer the historian [Bloch 1967:45, 
67-68. 76). Sec also his biographer [Fink 
1989: 106. 117-19], 

15 See. for example. Bloch (1967). Ragin 
(1987). Sewell (1967) and Skocpol and 
Somers (1980). 

16 While Barrington Moore's hook is clearly 
a classic, and a work of some power, it is 
not without serious blemish. Thus, for 
example, the ignoring of colonialism and 
imperialism, in a work on the early 
industnaltsers in Europe, and. of course on 
Japan, and on an ex-colony and a former 
semi-colony, India and (Tuna, represents a 
sigrtficanf shortcoming. But this, we must 
stress, is not a defect of the comparative 
method per xe. It is. rather, a weakness in 
the manner of its putxuit. 

17 His cases are England. France. America, 
China. Japan and India. 

I* There are now many notable instances of 
the case-oriented approach. One notes, in 
different traditions hut using ihg cane-study - 
approach in broadly similar fashion, for 
example: Enc Wolf s Peasant Wars of the 
Twentieth Century [Wolf I969J (six case- 
studies); Perry Anderson's outstanding 
Uncages of the Absolutist State [Anderson 
1974b] (tea cases); Theda Skocpol'* Si tf*es 
and Social Revolutions (Skocpol 1979] 
(three cases): Clive Trehilcock's The 
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Industrialisation qfthe Continental Powers, 
1780-1III 4 JTreMlcock 1981) (fhrot 
separate cases and three taken together*) 
Colin Mooere's The Making of Bourgaoh 
Europe [Mooers 1991J (three cases). Then 
are seven! variants of the approach. Here 
Kolchia, for example, takes two cases, i: 
his Unfree Labour American Slavery am 
Russian Serfdom [Koldun 1987). He dota 
not follow the Barrington Moore procedure 
of separate case studios. Rather, he laker 
his cases together aed develops tbt 
comparative argument as he proceeds. Ht 
tells us that "at the simplest level thi 
comparative, approach reduces thi 
parochialism iaherent insiagle-casestudiet 
by showing development* to besignificaa 1 
that would otherwise not appear to be so' 
(p ix). Another example of a 'runout, 
comparison' — a straight comparison Iron 
start to finish — is Patrick O’Bnea uk 
C aglar Keyder's. Economic Growth it 
Britain and Fiance, 1780-1914 [O'Bnen 
and Keyder 19781. Two cases are chosen 
and they are compared, as far as possible 
indicator by indicator, before conclusion.’ 
are drawn. The study by Byres and Nolaa 
Inequality: China and India Compared. 
1950-1970 fByres and Nolan 1976) i* « 
further example of such a comparison 
Robed Brenner’s immensely stimulating 
writing on agrarian class structure anti 
economic development in pre-industnal 
Europe is an impoitant illustration of (be 
comparative method [Brenact 1976. 1985) 
This dirrers from the examples of the case 
oriented approach already cued. A pariiculai 
argument is made, and runs through the 
whole presentation. He does not present 
discrete and xeparatecase-studie*. to provide 
the basis for an eventual set of conclusions 
and generalisations. Rather, the argument 
is presented al some length, and then 
illustrated by a rending of the evidence ot 
a limited number of cases, back-to-back, so 
to speak: now England, now France, non 
Germany; or now eastern Europe and ao» 
western Europe; and so on. E L Jones, in 
two works of comparative history that have 
attracted much attention, is different again 
(Jones 1981. 1988). He develops a wide- 
ranging argument, drawing examples from 
a bewildering variety of lime am! place 
now and then focusing on a case-study that 
catches hi* attention. 

19 These strengths arc ideatified and dis 
cussed in Ragin (1987: 53-68), They are 
obvious enough. I will not repeat them here 
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Practical Issues of Methodology and Modelling 

Kalyaa RaJpurtn 


In arriving at the total outlayfor the Five- Year Plans, the sectormse allocations and priorities for the plan-period broadly 
follow a macro-model But we do not have a model for annual plan exercises and the prioritisation to be followed, though 
the sectoral allocation of resources by the planning system amounting to more than a hundred thousand crore rupees 
annually profoundly effects the future of the economy and the people. This paper looks at annual forecasting models outside 
the planning system and seeks to indicate some specifics of research and action required for development of annual plan 


modelling. 

[N reaching the total outlay of the Eighth 
Five-Year Plan (FYP) of R* 8,71,100 crore, 
at 1991-92prices, the scctorwise allocations 
and priorities for the Plan period, 1992-97, 
broadly followed the macro-model, 1 results 
being consistent with the projected overall 
growth rate, the contribution of the various 
sectors ingrowth, and the estimated ICORs 
for the selected sectors. The much more 
detailed sectorwise and centie-statewisc 
public sector allocations were based on 
micro-level projections and negotiations but 
in line with the above results. 

But. for annual Plan exercises, at cutrcnt 
prices we do not have a model and detailed 
exercises, towards prioritisation to be 
followed, once the FYP is finalised, which 
is at base year's prices. There exist at least 
three major annua] forecasting models of 
NCAER. 2 IEG-DSE. 5 and RBI, 4 outside the 
pluming system, aimed primarily to bring 
out the economic outlook on annual basis 
and/or simulate certain policy objectives 
like containing budgetary and fiscal deficit, 
change in administered prices, and export- 
import variations. The CMJK forecasts arc 
quoted by The Economist, London, regularly 
as part of 24 emerging market economies' 
indicators. However, we bavc not come 
across any model on the basis of which 
forecasts are issued, comprehensive data¬ 
base notwithstanding. The issue is whether 
some of these and the FYP models are 
mutually exclusive and amenable to 
interplay. 

fttBSENT System 

Given the consistent distribution of 
resources between the centre and the states, 
according to major heads of development 
and ministrywisc projections, for five years, 
the annua) exercise undertaken by the 
Planning Commission in terms of sectoral 
allocation corresponding to the a ssessed 
availability of financial resources leaves 
much to be desired. The task in ha$&, 
therefore is to optimise (aside from 
consKtencyj results far Annual Plans and 
examine if modelling can help is this, 
covering the private (notably, corporate) 


sector by way of providing guide-posts to 
the market. Guidelines provided on inter¬ 
sectoral distribution fall too short of the 
requirements. 

The plan size which is determined 
according to the own resources of all the 
states, including the states’ share in central 
taxes, estimates of utilisationof external aid, 
i e. cxtemaily-aided projects, (EAPs) and 
central support (within the control totals) 
indeed calls for choices on sectoral details 
which should emerge from a macro-model, 
keeping in view crucial magnitudes and 
'direction of the state FYPs. However, no 
such effort for any state is presently made 
at the centre or by any state due to lack of 
model usage and acceptance in regard to the 
derivation of annual plan, in both financial 
and physical terms, from the corresponding 
Five-Year Plan aggregates.’ 

In determining the sector/ministry wise 
levels of Plan outlays at the centre, which 
include Han investment by central public 
sector enterprises (CPEs) for the Annual 
Hans, the reference point would indeed be 
the Eighth Plan (at 1991 -92 prices) and the 
size that had been built in the Annual Plans 
(at current prices). 

But determination of the annual Plan size 
and the allocations should not be mere 
extrapolations of growth over the past years, 
but should be guided by the resources in 
sight with due regard to the possibility of 
changes affecting soutccs also broadly 
furthering Ran prioritisation. 

Thus, the total central budgetary support 
should be in conformity with the need for 
limiting the fiscal deficit. Given the control 
total, the budgetary support to some of the 
scctors/ministrics may have to be scaled 
down, while in some cases the level may 
have to be protected. The pattern of bud¬ 
getary support thus projected for the various 
scctore/ministrics would have to reflect the 
Ran priorities indicated in the Eighth Plan 
unless significant change is require d based 
on the mid-term review aod/or replanning 
exercises,* 

To determine the investment of the CPEs 
comprising 70-75 per cent of the centre! 
sector Plan outlay, the feasibility of IEBR 


and the possible modes of economically 
rational additional resource mobilisation 
(ARM) need to be systematically looked 
into. The ARM need to be finalised in net 
terms, net of the cost escalations in sight. 
Indeed, mobilisation is also a function of 
policy plans and investment levels, including 
new projects/expansion of the existing 
capacities, as investments depend on growth 
and levels of incomes albeit time-lag. Ideally. 
these may be ondogenised through structural 
relations part of a micro-model, providing 
price adjustments. The model based on 
structural relations need to cover depreciation 
related to capital and retained profits related 
to normative rates of return. ARM 
requirements could then be derived and the 
feasibility of realising the projected ARM 
ascertained. Sectoral capital-coefficient 
matrix may he used in determination of 
investment band replacing unique figures 

The estimates in respect of bonds/ 
debentures of central public sec tor enterprise* 
need to be determined in the light of live 
projected overall market borrowings of the 
centre and the central public enterprises fix 
the Eighth Ran, which may hold good after 
the reduction in the SLR as may be targeted 
on incremental or average basis. Tax-free 
bonds at 9 or 10.5 percent interest rate need 
to be phased out in view of the high final 
or effective interest rate and lack of real 
market for them, originally evolved to up 
rural savings. The levels have been squeezed 
already in view of their dislorliunary effect 
as also difficulties in mobilisation in the 
changed conditions. Considerable increase 
in bonds may be projected for selected cun- 
infrastructure sectors whose outlays will be 
increasing but budgetary support may n«< 
keep pace with them. This should of course 
be subject to prudential limits determine' 1 
by repayment liabilities in regard to bond 
redemption and their impact on !R. 

As for the resources in tanns of ECB* and 

suppliers' credit, according to sector* <* 
ministries, the possibilities need to be 

snalyeodm the Hgbt of emerging intwnsoooal 

envi r o n ment fewubtt levelof inflows judged 
m terms of debt service and perspective of 
international capkei andante. 
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Among the national level plaimiag and 
JoUejr model*, the formal oneMed m to aid 
topwjju ctio nsofftvu-Year Plan targets with 
macro-economic magnitude* and to 
formulation erf the country's long-term (15 
yean! perspective it the one published in 
the context of the Sixth and the Seventh 
Tin.’ The model conaiata of a core model 
and aeven tub-models in respect of (i) 
agriculture, (ii) forestry, (iii) industry, (iv) 
consumption, (v) experts and imports, (vi) 
financial resources, and (vii) demography 
and esnploymentgeoeratioo. The core model 
consists of an interdependent macro- 
economic model (MEM), an input-output 
model (IOM) and an investment model 
(TVM). The MEM involves usual national 
output and expenditure identities, and this 
in co-ordination with IOM of 50 sectors 
(compressed foam 115 sectors), determine* 
investment in the terminal year of a plan 
endogenously. 

Given the target growth rate and base year 
GDP, saving and consumption of the public 
and the private sector and certain other 
exogenous variables, the MEM determines 
allocations for investment inmajer 11 sectors. 

But (he relations mostly being arithmetic, 
are amenable to adjustment of change in 
figures needed doe to iteration or their 
availability at different points of time period 
of running the model. 

The crucial financial sector sub model 
has. (i) the public sector, (ii) the private 
sector separated between the corporate and 
the non corporate, and (iii) the rest of (he 
economy (ROE). The relation between the 
scale and the composition of the household 
sector saving, disposable income and 
inflation is considered. There may be 
elaborate modelling for the public sector 
savings, separated into budgetary savings 
and surplus from public enterprises and 
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may cover ope n ufo e of fo e c apital mariret 
and detailed ffowoffoqd* hr two—financial 
institutions and other sectors* Such wealth 
of information and aetitnstes from tbrnwlrl 
bsve their source in RB! which publishes 
the seven sector flow-of-funds data* on 
much reduced time lag in recant years. Tbc 
model, however, covered flow-of-fundi 
only from m^jor sectors, viz,public, private 
and corporate and boose bold, aside from 
the rest of the world (external) aector. The 
description of the sub-model, in the 
Technical Note (19*6), clearly indicate*, 
short of a real formal financial model, the 
kind of regression equations considered, 
relating to currency, bank deposit!, 
provident funds, private corporate and co¬ 
operative shares, securities of term-lending 
institutions, and different assets. For 
example, bank deposits are regressed to 
GDP and GDP deflator, while shares are 
a function of the factors: 

GDP at market price deflator: 

Shares of non-agricultural income in 
national income; 

Ratio of current year's to the previous 
year's prices: 

Growth pattern of shares and debentures 
(dummy); 

Lagged (by one year) shares: and 
GDP at constant market prices. 

In such an exercise, when practical 
judgment is applied at every point in 
determining the period of analysis, the 
parameters and more importantly whalfinatfy 
determines whal, without annua) phasing 
and as also state-level disaggregation the 
results remain idealiatic/academic parti¬ 
cularly as little attention is given to the 
clearing mechanisms, factor prices, and 
output/input prices. 

Intcrestrate. for example, appears nowhere 
in the financial resources mode! nor the 
fiscal (especially the overall tax rale) and 
monetary policy variables (viz. SLR and 


CftR, minimum/maxim uni lending and 
deposit interest rate, and share of priority 
leading in total). Draft of the govenww* 
and private corporate sector on household 
financial savings by instruments (viz. 
currency, deposits, contractual savings, and 
corporate shares) is projected to the overall 
extent of over 95 per cent, but its effect on 
growth and savinga/inveataent it not 

considered and any change m policies needed 

becomes out of question. 

It is in view of the above operational 
problems of planning and certain 
methodological issues raised by serious 
researchers, published earlier and also 
recently in Economic and Political Weekly 
(Bombay) and elsewhere, that one looks 
for annual forecasting modcla/systeus 
which can take in to account (he latest treods 
and can complement the present annual 
pi aaning system in the context of the Five- 
Year Plan. 


NCAER Moots. 

Among the available annual forecasting 
models, that of tbc NCAER* is well 
formalised, documented, and regularly 
operated for counter-factual analysis and 
forecasting GDP; growth of money and 
prices, external trade and payment*, growth 
of industry, infrastructure, and agriculture; 
and investment* The model is also used for 
policy an alysu in respect of money and price 
variations in tax rate: expenditure switching 
notably in subsidies, and growth of exports 
and imports. 

The economy is represented by eight 
production (goods and services) sector* 
and four agents- government: nou- 
agricultural wage income earners: non- 
agriculiura! profit (non-wage) income 
earners: and agricultural income earners. 
The model is be,It around the consistency 
framework of a Social Accounting Matrix 


Taut I : Sxumaky os NCAER Fosbc*its ami Actuals at MAtna-LavEL Vajuasle*. 1992-95 
(Percentage chaage over the previous year) 


VarUMes 


1992-93 


1993-95 

1994-95 


September 92 

December 92 

Actual July 93 

December 93 

Actual March 94 August 9* 


(F) 

(E) 

<F> 

(B> 

<F> (FI 


tA) Real Economy (at 19*0-81 paces) 

(1) GDP* 

3.2 

3.7 

4.0(QE) 

4.8 

4.5 

. 3.8<A© 

4.8 

44 

(2) Agriculture aud allied 

2.1 

3.4 

5.0 

3.2 

3.0 

2.3 

2.6 

3.2 

(3) Industry 

3.8 

3.8 

2.6 

5.9 

4.3 

3.0 

6.8 

M 

(4) Tertiary 

4.2 

4.3 

4.1 

$.8 

5.7 

3.3 

5.5 

5.3 

(B) Money end Prices 
(1) Money supply 

15 7 

15.0 

15.7 

13.2 

14.2 

18.2 

140 

15 3 

(2) Prices (WP1) (average) 

11.3 

11.7 

8.0 

8.4 

11 

U 

102 

9.6 

IO External Sector 

(1) Export j»w#i (<) 

10.0 

7.0 

3.8 

16.0 

19.0 

19.6 

21 

169** 

(ii) 

— 

- 

• 

— 

— 


- 


(2) laqaan growth (i) 

13.4 

15,0 

12.7 

18.0 

ISO 

3.8 

15.0 

17,0** 

(ii) 

“ 

— 


“■ 


* 




* Factor Cent OlDGCtAS fi Pmmaiil flmmidl ire uwturi jrfan—ton) f ■ t~i— sat r i IWaunul 

** Assume** 35 per US* (a) RBIBOPveerieu QB « 0*0 Bsnmuw (CSOlAE « Mrmcrt E m mm (do i 

fore fod tiun of 5-37 during 1993-94 
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(SAM).The model mwhbm wwwopieity 
in Don-agricultural sector* and, postulate* 
that supply adjusts to demand thus branding 
the model as demand-based. The model ( a' 
la Kaleclci) determines prices in these 
sectors applying variable mark -up rates on 
prime costs. The agricultural output and 
prices are exogenously determined from an 
agricultural sub-modal. 

The 77 equations am operated under nine 
blocks, viz: 

Price-wage block; 

Output block: 

Income block (covering income classes); 
Saving consumption block: . 

' Investment block: 

Government block: 

Balance of payments determination: 
Accounting identities (national accounts); 
and Monetary block. 

The basic equations of tbc output block 
cover the output of intermediate inputs, 
output for private consumption, output for 
government consumption, increase in 
savings, investment, exports and imports. 
Imports are endogenous. The commodity 
balance equations am included in the input- 
output framework. GDP. at current market 
prices, is the sum of all the final demand 
elements less imports. The price-wage 
equations are based on quantity-price 
relations. 

An interesting equation in the price-wage 
block determines prices, and considers 
material inputprices, wages and import cost. 
This Mock shows how these costs can be 
endogenised. 


The merit of the above mddfl lies In its 
structural nature and number of behavioural 
(with clearing mechanisms) equations. The 
parameters are estimated onthe basis of time 
scries or cross -section data using regression 
analysis. The model is solved using the 
system of Gauss-Siedel interaction routine, 
also used for the planning model. Another 
noteworthy feature is the scenario analysis 
developed'on the basis of different 
assumptions regarding the exogenous 
variables. Prices are responsive to the 
specified determining factors. Thus, it has 
direct relevance to the policy processes. 
The model gives an explicit relationship 
between money supply, GDP and prices of 
so much of common intefest to macro¬ 
management experts, media, and public at 
large. 

The difficulties with the above model 
primarily relate, for application in planning, 
to limited sectoral disaggregation and certain 
exogenous variables, viz. government 
investment which is a kind of instrument 
variable insofar as sectoral allocations speak 
volumes for government's current policies 
and a planner would like to see tbc 
implications of the alternatives. In the present 
environment, variables like competitive 
imports also need to be endogenised. 

Table 1 presents a summary of NCAER 
model forecasts, made twice in a year, for 
the three-year period 1992-95. The forecasts 
for 1992-94 are compared with the actuals/ 
official estimates. Statistical analysis of the 
observed deviations is a matterof a separate 
exercise. 






The other short-term modelling sy 
it that of Institute of Economic Or 
(IEG) by K Krishnamurthy «$ aP* and I 
School of Economics (DSB) by V Pap 
The system is an ongoing develc 
macro-modelling project Its rendu (1 
1993) are biannually presented in pr 
Link meetings, and published in poj 
Indian cconomic/financial dailies. 

According to the main authors, the sy 
it q uasi-econometric to the ex tent j lid 
is applied at evety step. A compar 
study of the two models shows that ne 
of the two models was meant, in 
present form, to be a forecasting m< 
they were aimed to study the issues of 
structure, and sources of growth. The 
iUelf is changing and each of them ci 
certain aspects of tbc economy left o 
the other. Thus, these two models are l 
operated in a system as complements 
two models have a number of similar 
though different not only in size an< 
sample period, but in approaches no 
in dealing with price behaviour. 

Both models have agriculture *< 
divided into food and non-food crops 
cultivated area for the two kinds of' 
is visualised to respond to relative pr 
both consider the growth-inflation L 
off implied by the challenge of fu 
mobilisation of resources (FMR). 
both focus on deficit financing of p 
sector investment, and the bu 
constraint. • 


Table 2: Summary of IEG-DSE Forecast's and Actual* of Major Macro-Level Variables. 1992-95 
(Percentage duagr over the previous year) 


VanaMea _ 1992-95 _ _ 1993-94 _ >994-95 


(A) Real Economy (at I9SO-81 prices) 











(1) GDP* 


4.2 

3.9 

2.8 

4.0(QE> 

3.7 

3.3 

4.5 

3.8(AE) 

4.6 

5.; 

(2) Agriculture and allied 


1.3 

4.2 

4.2 

5.0 

1.5 

2.8 

2.3 

2.3 

2.2 

3.5 

(3) Industry 


5.4 

3.3 

1.1 

2.6 ' 

5.9 

3.5 

2.5 

3.0 

6.7 

4.0 

(4) Ternary 


5.5 

4.1 

2.8 

4.1 

3.9 

3.5 

(2.8 INF) 

.5.3 

5.0 

3.; 









9.7 SV 



9.2 









(4.5 PA ] 



4.7 

(B) Money and Pnces 












(1) Money supply 


15,0 

15.0 

12.0 

15.7 

13.5 

12.0 

17.8 

18.2 

12 0 

16.0 

(2) Price* (WPi) (average) 


10.0 

10.0 

9.0 

8.0 

8.3 

8.0 

8.3 

8.3 

7.0 

10.7 

(C) External Sector 












(1) Export growth 

(i) 

6.0 

3.5 

NA 

3.8 

10.0 

NA 

20.4 

19.6 

NA 

N/ 


(it) 

6.0 

4.0 

. 3.5 

NA 

10.0 

12.0 

19.6 

NA 

15.0 22-: 

(2) Import growth 

<«) 

14.8 

21.1 

NA 

12.7 

11.5 

NA 

6.8 

3.8 

NA 

NA 


<ii) 

14.8 

12.1 

12.0 

NA 

11.5 

10.0 

7.1 

NA 

15.0 i 

14.3 

(3) Trade deficit (levd ta i bo)(u) 

-4.7 

-6.4 

-4.6 

-4-1, 

-7.4 

-4.7 

-2.7 

- 1.3 

-5.3 

-1 2 

(4) Current A/C defiert 












(leva! a i N > 

(u) 

-4.2 

-6.9 

-4.1 

-3.6 

-7.1 

-4.* 

-1.7 

- 0.32 

-5,» -0.2 


* Factor Cost 


F-l 

F-2 F-3 

Actual 

F-2 

F-3 F-4 

Actual 

F-3 F-4 


0) DGCWtS 
<ji) RBI-BOP 

<!>* As made m September 1992 

(2) * A* made n March 1993 

(3) * As made m October 1993 

(4) ■ Ax made ia September 1994 


E * Estimated (baaed oa partial mfonutioa), INF»lafrwSructure.FxFoceca*t,SV*Servke«i,P« Provj* 
PA * Public Administration, QE * Quick Estimate (CSO), AE • Advaaced Estimate (CSU). 
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Approaches, however. differ. The fint 
:IBO-KII) explain* change iaagricultural 
aptput vie productivity, white the other 
(DSB-VP) explain* in tame of factor* cuch 
t cultivated ere*, rainfall and irrigation, 
(n reepeot of price bebavioor, the fint 
explain* abaohite price level*, where** the 
equation* relating to price* in the second 
ire specified in term* of tbe annua) rates 
of change in all the relevant variables. The 
,'Kmode) consist* of 7? while VP model 
of 60 equation* and the sample period in 
ihc former relate* to 1950-78. while in the 
latter to 1960-80. 

In KK, output of the tertiary sector is 
demand-determined and the manufacturing 
<edor i* supply-determined by means of 
production functions, aimed to highlight 
lagged effects of capital formation. 

In VP, even though non-agricultural 
.nitput a* a whole is demand determined, 
it i* highly constrained by several 
exogenous and endogenous factors and the 
Tiiiltiplicr mechanism cannot be relied upon 
or raising output. Output of services is 
determined by levels of activity in the 
agricultural and the manufacturing sectors. 

A notable feature of the KK model is the 
cope for analysis of the links between 
Hiblic and private investment decisions 
jid the complementarity and crowding- 
>ut effects of public investment. 

in KK. the volume and allocation of 
n vestment in the public sector is considered 
o affect output through current demand as 
well as potential supply. In VP. revenue 
and expenditure take into account the effect 
if price level variations, and policy 
decisions arc transmitted to the monetary 
variables, as also lo saving, investment, 
md output. Monetary sector is dealt with 
n VP in more detail than in KK. The 
ixtcma] trade is exogenous in KK: while 
n VPnon-food imports, exports and export 
trices are treated endogenously. 

There arc also differences in 
purification* of variables and functional 
drro* of relationships. In their (KK-VP) 
own assessment: 

By virtue of its emphasis on (i)ihc capacity- 
creating effect of investment on potential 
supply, (ii) tbe role assigned to 
infrastructure, (iii) productivity changes 
■n the economy, and (iv) the secular 
relationship between money, prices and 
output. KK is more suitable than VP for 
undying the pattern and tempo of growth 
and other long-run movements in the 
economy. On tbe other hand, ns treatment 
of (i) the saving-investment equilibrium, 
(it) monetary and fiscal policy issues, (iii) 
causes and consequences of inflation, and 
(ivj impulse* arising from the external 
sector in an open economy, render* VP 
™ore appropriate for policy analysis ofthe 
short- and medium-term problems. ,J 
KK Model 1 ’cons bits of equations which 
include deer-cut four sector* of national 


y 


accounting. VP model” consist* of fewer 
equation* and apiculture gem focot, aside 
from macro-economic aspect. 

Tbe notable feature of tbe KK model is 
it* treatment .of the public sector and 
importance of the infrastructure in tbe 
growth process. For example, the following 
model result is directly relevant lo the basic 
object! ve of the preaent paper, i e, to develop 
ability to model for the annual plan 
allocations in public sector 
Public sector investment acts as an engine 
of growth, h augments output in nil the 
sectors. It has a complementarity effect oo 


private invest meet in agriculture and both 
complementarity and crowding out effects ! j 

in industry. Public sector isfrutructuie 
improve* productivity in industry and in 
tertiary sectors.” | 

In VP, private investment is treated in \ 

some details of interest in tbe present * 
context of its increasing share even m tbe - 

infrastructure sector. Investment is } 

disaggregated between household and 
corporate sectors. Saving behaviour of 
household is treated as a function of 
disposable income, lagged inflation and 
ratio of output of agriculture to the non 


Annbxims I: CoaoAxnor. os Select Three Model* 


Healure 

Lou- and Medium-Jeon Short-Term 

t 


PC-PPD(19S6) 

NCAER0993) 

IKG/DSLU9M|KK/VP 


(1) Staled objective 

Projection* erf plan 

Estimates and 

Structural macro- 



magnitudes 

tunulrtioa of macro- 
economic variables* 

economic analyst* 


(2) Type of model 

ContfJteftcy. comp* 
nriive Aahc 

Coasisteacy 

Structural dyamne 


(3) Theoretical base 

Demand-determined 

Demand-determined 

Demand -determined 

- 

(4) Frame woric 

output 

Macro-economic 

output 

Social -accounting 

output with emphasu 
on supply 

Time sene* baudequa- - 

/ 

r 


ktenuties in line with 

matrix (SAM) and 

Hon*, focuaag on 

v 


National (CSO) 

rime senes/crocs- 

tong-term movement* 



accounts statistics 
(NAS) 

sector based regression 
equations 


'? 

(St Equations 

!4n + 2nT+ I9»* 
under 9 blocks 

77 under 9 blocks 

77/60 

9 

(6) Exogenous vansWes 

3n + 2nT 4- )5»» 

37 


\ 

(7 1 Sectors 

II 

8 

4/4 


(8) Income classes 

i) Rural Aiihan 

Four a 

Nil 



ui People helow/sbwve 
poverty line 

- 

- 

if 

i 

(9) Basic data-base 

NASandlOT 

NAS and IOT 

Time sens* for acted 



of CSO 

of CSO 

variables 

'! 

(10) Solution aloganthm Gauss-Siede)**** 

Gnuss-Siedel**** 

Oauss-SmM**** 



Iteration ruuune 

Iteration routine 

Itenthm (qwcutfy 
developed) routine 

e 

fl 

(ll)Time lag 

* years in K)M 

8 years in SAM 

4 veao in NAS. 4 yasss 

for other tune *ene* 

\ 

(12) t’sage in 
go* era mem 

Five-Year Plan 

Ministry of finance 
review of trie economy 

Pan of project link 

i 

'\ 

(13) Relevance lo 

Reduction in govern- 

Increment in trade. 

Reduction ta time <d 

\ 

economic reforms 

meal dissaving* 
considered 

globalisation and ex¬ 
change rale considered 

public sector and Htt 
effects considered 

! 

(14) Price clearing 
mechanism, if 
endogenous 

No 

Yet . 

Y« 

1 

r 

\ 

% 

(IS) Relevance to 
federal policy 

Brenk-ap of magnitude* Nil 
between centre tad 

Nd 

tomes 

suies u tempted at broad 
levels of magnitudes 




Notes: * Project comnusstoned by the Miautry of Hsince (Depanmeat of Economic Alima. 
Economic Division l 


•* When:,« *tand* forsectoss mostly corwapoadrag tolOM.ie. i isfirauf firm 771to W 
sertor*. There are Mtacaaeof refaiuvafy aggregative exeeo* at . via, trvo*twantwo4H;*pt*f 
Mother wotta out to 2.242, under 9 blocks. 


Aid. export*. pnee index of expos* and imports, popubnoa, index of tatafafi. gcmnwnM 
expenditure, and paMc nectar investment. 
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agriculture doctor Corporate saving* are 
taken exogenous and split into its fixed and 
inventory components. Household 
investment is explained by rates of interest 
and inflation. Corporate investment in terms 
of fixed capital formation is explained by 
changes in the level of non-agricultural 
output as a proxy for the expected change 
in demand, the lagged rates of profit, and 
lagged investment. Inventory investment 
is related to the level of output and the re al 
cost of holding stocks. 

The system of KK-VP models has 
constantly been in the process of growth. 
The exact state-of-the-art is not known as* 
consolidated documented version is not 
available in print. The major problem has 
been bow to update parameters of a 
medium-term model when every year the 
system is asked to make forecasts. 

An evaluation reveals (bat both the 
models remain weak in Wealing the issues 
of energy sector, transport modes, and the 
social services. In the context of adjustment, 
the prioritisation of the social sector is 
gaining significance It may. however, 
remain difficult to model this sec tor except 
analysing the effect of increased public 
expenditure on this sector. 

A more directly relevant modelling 
exercise, in the present context, aiming a 
resource mobilisation and allocation, with 
emphasis on supply side, and focus on 
variations in ‘celebrated ratios' of 
economics such as output-capital ratios, 
rates of saving and investment, share of 
public-private sectors, and import intensity, 
is repotted in Krishnamurthy et al. 1 " 

Tabk 2 presents the summary of IEG- 
DSE model/system forecasts made for 
recent period covering 1992-95, compared 
with the actuals/official estimates. 
Variations among the first forecasts and 
actuals, particularly notable in external 
sector, point to the required strengthening 
of information as well as estimation basis. 
A statistical exercise analysing systematic 
error and ‘bias' in the forecasts will be 
reported separately. 

Limitations and Fossiao rras 

No single model can meet the increased 
requirements of policy formulation and 
planning in the changing domestic and 
outside conditions. Computable general 
equilibrium (CEG)models indeed have their 
limitations. Long-and medium-term model* 
cannot be applied for quick short-term 
estimates. Ecooomywidc models can adopt 
regional disaggregation to a limited extent. 
Similarly, macro-econometric models can 
capture sectoral trend* only to an extent in 
terms of number of sector* and in terms of 
capturing human behaviour sad technology. 

What is true is also that some models are 
readily acceptable a* they are baaed on 


judgments, rule* of thumb, ami are noth 
mochsnical in restrite, white some ar* highly 
sophisticated but unacceptable oo account 
of ‘outliers’ they may show, as results, at 
least from the short-term point of view. 

Due to the above difficulties, it is worth 
considering if we can identify a few 
accessible models which show possibilities 
of interplay and help us to maxtmisci 
comparative advantage of these, ie, if they 
may complement and supplement each 
other, in respect not only of parametric 
estimates, but alto of economic approach 
and policy simulations by way of cross¬ 
checking the forceasii of mega variables. 

Such intetplay is greatly facilitated if 
there is consistency in sectoral 
disaggregation and data base (source and 
period) and harmonisation in parametric 
estimation. 

A concrete case is an interplay between 
a pure macro-econometric model with 
models of a few sectors corresponding to 
broad GDP classification of agriculture, 
manufacturing and services, and a model 
which provides in-depth analysis of 
agriculture sector alone with largest share 
of material GDP and more so of 
employment. 

To what extent interplay between Che 
Planning Commission medium-term model 
and one of the short-term models reviewed 
in the present paper is possible would 
depend on the commonality of the objective 
and required research and action discussed 
later. The comparative features of these 
models are brought out in Annexure I. 
Their sectoral disaggregation is shown at 
Annexure II. which aside from data base 
would need to be harmonised as a 
prerequisite of interplay. 

Certain areas of interplay, which wetbink 
could be part of agenda for research, action, 
and development (RAD) include inputting 


agriculture-indrsstry timkages.” priest'- 
foreign trado and different frsaactal flew*, 
technology choices, and exchange tale 
determination, relative rotes of poblic- 
privste sector a n d st ate level disaggregation 
noth withstanding. The final exogeaity can 
be minimised through interplay as presently 
there are e large number of exogenous 
variables in the individual models, end 
their exact feasibility can be discussed 
among the partner modellers. 

ItrmnjtY with a Global Mono. 

To stregtben the external sector 
simulations and bring out the implications 
of the emerging trend* in the world 
economy, as also the developments which 
may be taking place in the domestic 
economy for liberalisation and globali¬ 
sation, networking with select global 
forecasting models would be in order. 

The relatively well known short-term 
global forecasting organisations/cnodcl 
builder* are those of Economic Intelligence 
Unit (EIU), Golden Sachs. Menril Lynch. 

J P Morgan. Morgan Stanley. Nomura. 
Salmon Brothers and the Cambridge 
Economic Policy Group. Tbeir forecasts 
are synthesised regularly by Tht Economist. 
London, covering GNP, prices and current 
account. However, models of Project Link. 
OECD and the multilateral organisations 
may have comparative advantage especially 
of policy interaction* leading to empirically 
more useful forecasts. Our close association 
with the select organisations may enable 
us to get detailed forecasts on prospects of 
the world economy in general and the 
advanced economies in particular. As t 
next step, attention be paid to develop the 
interplay with the forecasting models of 
the select organisations. 

For networking with the short-term global 
modelling systems, one in sight to consider 
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NCAER(I993) 

1EG - 

DSE(19I4) 

(1) Agriculture 

(2) Forestry 

(1) Foodgmias 

(2) Other crop agriculture 

<A*1) 

Agriculture sad allied 

(3) Fistuag 

(3) Livestock, forestry sad 

<2) 

activities 

Infrastructure (alectncxy 

(4) Mining and qnanyisg 

other albert activities 
(4) Consumer goods 


gas sad wsnraupply. trass- 
port, storage, cuennuiaica 

(5) Manufacturing 

imhrtnfi 

(5) laMmediato goods 


Uon* and aniaiag and 

rytanyiag) 


rit dual ties 

0 ) 

Maaufactariag aad 

(6) Coast rudw* 

, (6) Capital goods rsduxries 


rnUnrtir* itdmtiy 

(7) Electricity 

(7) prfnnrxtutt (nstwqrs. 

(4) 

Services. tartuuy 

(t) Railways 

electricity. nsMag, 
qnsnyiag) * 

(1) Services 

Agrtcaftml products 

(9) Other rrsnqinn services 


0 ) 

capita good* 

(10) fmYniygni 


(3) 
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Raw materials —dieter 


Notts -.« Raises to CDP, 

•* Refect to oMcfaMdne tfwte. 



* 







^ -, w , 

rvfeiaf the laetithte of fWdto Policy 

itote. University of Michigan, which 
lasundertaken a collaborative project with 
he NCAER project distasted earlier, to 
inelyeceome of the policy reform* relating 
o trade and other lector* of the Indian 
cooomy in a global framework. 

An Aobnoa k* R&bakch, Action and 
Dbvelombnt (RAD) 

In till* ioction, an opportunity is taken to 
hink aloud, aside from indicating some 
specific* ofresearch and action required for 
tcveiopment of annual Plan modelling. One 
utance is loconsidermany ’as-if scenarios 
before a unique estimate of reeource* and 
dlocation is finalised, to bring out polity 
mpUcatkw* in the contest of Plan priorities, 
'vrexample, thesccnwioa,eg,in allocations 
or energy may include large projects to be 
aken up jointly with the neighbouring 
,'ountrie* (such as Kamali in hydro-power 
ector with ft opal and gas-based with 
Imngladeth). Resource mobilisation may 
Delude a number of innovative schemes to 
sing informal and black economy into die 
esource-nctandacbetnestoinobilisepiojcct- 
pecific NRIs funds and Euro-moncy by (be 
Satea. 

Thinking aloud would also mean that the 
nodelling-systcm includes private sector 
esource mobilisation and allocation 
uialyses. Sectorwisc data-base needs to be 
milt-up, now easy for private organised 
ector after capital market has taken-off in ' 
significant way and several orgwarex and 
ioftwares have been developed outside the 
ovenunent (such as Prime Data Base). 
Considerable quantitative and futuristic 
escarcb on unorganised sector, however, 
iced to be done. 

As for modelling, one bad an unhappy 
hought after review: with so much work 
lone every five years, and then every year, 
iy central aa well as state-level expert* and 
dministmton on resource mobilisation and 
llocation ofprajected resources, why have 
ve not done well on inUa-cenlral 
ovsmmcntal and centrc-atatc planning 
elati on* which are conduci veto appropriate 
Nioritisatkm, faster growth and balanced 
kvelopment of the country. Have we not 
gnored. for tong, each other’s good advice 
*nd worked rather at cross purposes, With 
•XiiPrescarcb being dona and given further 
apabilitka aa also the necessary hardware 
super computer facilities) and software 
wrsoanni such aa die National Informatics 
'entre (NIC), is it not possible and has not 
he time ccgWrtp take slock of (he best 
o'silaUc ar.f^Sfcc to input for the national 
•suae of plaoAKjjgjfior long', medium- and 
‘hoct-teon dev#np 4 teatThc agenda should 
Delude wbaiesat be done now as also location 
*f (be beat Of the lhde-of-tbe art available 
n the field of development and policy 
’Isoniag, 


* t 

Ind ee d , sectoral aBocatlonofresource* by 
the planning system amounting tomoretbsn 
rupees hundred thousand cfotes snap ally is 
one such cause affecting the future of the 
millions of the people. While ministry or 
sectorwisc, public enlerpri«ewt*e and 
state wise specific allocation* of outlays/ y 
investments and corresponding budgetary 
support to be given may still have to he 
worked out by way of discussions and appli¬ 
cation of judgment, the modelling system 
mayprovide broad guideline*, wtacfahelpmsu- 
mise economic returns and social benefits. 

In what follows, specifics of the agenda 
for required research and action are brought 
out: 

< 1) Data-Base: 

- Concurrent updating of basic data-base 
with consistency in concepts, e g, use of 
CSO comparable slatcwiae SDP (pew*/ 
net) data consistent with all India GDP 
estimates. 

- Data build-up and construction of 
surrogate indices to bridge select crucial 
gaps when actuals are likely to be quite 
late by two-three years. 

- Common classification of industry and 
foreign trade on the one hand and customs 
and excise on the other, ail to in ter mesh 
with the input-output table. 

- Technology (present and alternative) 
information and project assessment. 

- Build-up of data base on capital cost and 
financial norms, sector and sutcwisc. 
corresponding to DFIs sanctions and 
disbursements. 

- Transformation of present re venue/capital 
expenditure corresponding to grants/loans 
to be changed accord ing to economic and 
functional c la&s ification not only at central 
but also at the state level. 

( 2 ) Parametric Estimation: 

- Estimation of economywide public and 
private sector production and investment 

coefficients. 

- Behavioural funettuos foresumating price 
response parametres tn respect of 
commodities, factors of production 
(capital and labour), and foreign trade. 

- Input-output and capital coefficient 
matrices towards updating and using (he 
latest sectoral data base. 

- Interaction with RBI ten updating of 
monetary parameters. 

- Undertaking estimation of major states’ 
production, consumption and investment 
parameters. 

(3) Analytical Research: 

- Endogcutsing internal resource 
mobilisation in public sector resource 
allocation and private sector investment 
fu nc tions. 

- Programming model-building for 
allocation optimisation. 

- Interplay of the available abort-tern 
m o dels wWim sdia m hnn models, sad of 
national with global models. 


- State-level forecasting and modeling. 

(4) Action and Development. 

- to-house bmWmg-up of aGroup of macro- 
level and sectoral experts. 

- Networking of national and outside 
resear cher s on specific aspects: and 

- Networking with researcher* working on 
global models to increase capabilities of 
simulating the external trade, services, 
and financial inflows. 

Concluding Rbmakjcs 

The RAD agenda is best concluded in 
toms of the observation made by Klein: 1 * 
From my perspective, India appears to be 
in need of a serious model-budding effort 
drawing on the best econometric talent, 
and designed to function as an ongumf 
effort, over many years, turning out rolling 
forecasts every month or two on the most 
refined time penod possible - probably 
an mull y at the present iqne. Such a project 
should have the form and appearance of 
the best effort ia western industrial 
countries, and I hope that in this academic 
enclave such a research effort will be 
launched. (Emphasis added.) 

The effort was indeed launched reflected 
in IEG-DSE model but as we see. we have 
still ‘miles to go 1 before we compete with 
the best in the world. 
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{The views expressed here are the author's 
personal views.) 
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Televisions, Maharashtrian Social Reform and 

Literary Imag ination 


Bombay Doordarshan’s Paulakhuna 


Annpamn Rm 


History, ‘realist' novels and Doordarshan collude in the claim to representing a particular brand of the real 
Maharashtrian woman in the tele serial Paulakhuna. This reality helps and hinders the feminine subject. If the claims 
of historical change are taken seriously, they could be seen to provide a space for the contestation and struggles of 
women. At the same time, the constraints of form render the serial incapable of ' seeing’ women except through the 
lens of suffering, sacrifice and struggle within the confines of a family narrative. 


THIS article i« about a ‘lelc-event'. The first 
week of September 1993 saw extensive 
coverage in Marathi newspaper* 1 of Bombay 
Doordanban ’ s upcoming broadcast of a 13- 
part Marathi serial. Paulakhuna (i e. 
footprint), based on a aeries of six Marathi 
novels and a abort story published during 
the period 1WO-19SO.* That the publishing 
bouse Popular Prak ash an’ bad underwritten 
the venture, in turn directed by prominent 
stage, screen, and TV personality Amo! 
Palekar. only added to the sense of 'quality 
programming’ heralded by the print media. 
In a press release of September 7. 1993. 
Ramdat Bbatkal (who along with his son 
Harsha Bbatkal co-produced the serial) 
introduced the serial as an attempt to portray 
“...the evolution of Maharashtrian 
womanhood as depicted in the literary 
writing front the 19th through the 20th 
century” (emphasis mine). The novels 
themselves - Hari Narayan Apte s Pan 
Lakshai Kan Ghrtp (But WboTakc* Notice. 
1H93). B V Varerkar‘s Vidhwakuman (The 
Widowed Virgin. 192k). Narayan Hari 
Apte’s No Patnari Goxt (An Unacceptable 
Incident, 1923). Vaman Malhar Joxhi's 
Susheelecha Dev (Susheela's God. 1930). 
Sridhar Venkatesh Kelkar's Brahmankanya 
(An Unmarried Brahmin Oirl. 1930). 
Vibbavari Shirarkar's Shabari (1953), and 
Arvind Gokhale's Manjula (1950)-are 
landmarks in Marathi literary history. They 
arc what 1 would describe as the enactment, 
on the literary topos. of the (problematic) 
desires embedded in social reform as a 
historic nuuuut 

Sudha Kufcarat, who did the research for 
'he serial taflcod shoot the importance of 
dtesc novels thus: “Because of these novels 
* questioning spirit was created in society; 
ihrougb these novels a thoughtful attempt 
»> social reform waa made; and chess novels 
clt »ly reflect foe pngiessive thinking of 
■heir writers. 4 Let us provisionally accept 
*hst social reform era* ovctde te rm ine d by 
pretence of the woman's question 
'hsoning of seli, widowle-marriege, age of 
”McBt.ete)ye« simnlf nsmialy undermined 


by ttt studied dismissal of the voices of'real’ 
women; its inability to get beyond iUpotiboo 
as a conversation between men about 
women. 5 The importance of Paulakhuna lies 
in its attempts to represent the legacy of 
social reform as the story of woman's 
improvement. In doing so. 1 will argue, it 
forces us to come to terms with the ways 
in which television culture engages 
productively with the writing of women’s 
history today; questioning the all too easy 
dismissal of televisual texts by scholars.* It 
also tries to suggest that we look at the 
alternatives that mainstream, dominant 
television culture itself offers - however 
minimal, constrained, orco-opted they may 
be - rather than using television culture as 
a source which is then incorporated into 
academically stylised modes of reading that 
arc not sensitive enough to the specificities 
of television broadcasting. 

At first glance. Paulakhuna does indeed 
teem configured as yet another exemplary 
progress-narrative. It is this to some extent; 

1 will later argue that the serial gives the 
category 'woman' a narrative fullness 
through the delineation of a progressively 
cvolvingfeminine self. Initially, my interest 
in the serial was sparked by what I saw as 
the convergence between the realm of 
tele visual culture and the arena of history 
(as a specialised academic discipline with 
its own discursive modalities) that 
Paulakhuna trtmsd to map; at least as far 
as narratives about women were concerned. 
1 was intrigued by the contemporaneity of 
Paulakhuna with the current historio¬ 
graphical interest in social reform/ How 
was it that the question (drama, really) of 
the brahmin, middle cl ass womm'shnprove- 
mest was enacted (in the serial) with the 
same teleological fervor and ventriloqual 
skill that characterised the debates of (he 
social reformers? Why was the "evolution 
of Maharashtrian womanhood" being 
recreated for es as the story of her 
improvement at the very moment that 
feminist h is torio gra phy was questkwiwg her 
improved status? 


Rtmdas Bhatkal. in an interview, 
described the serial; “The writers we’ve 
chosen were those who wrote literature 
from a progressive perspective. They 
created literatue that was sometimes in 
opposition to {the practices of the) time, 
and sometimes ahead of it."' But we 
need to be careful about translating this 
progressive urge into the site of | perverse 
pleasure for the academic imagination (the 
popular as resistance, the location of 
polyphonous voices, etc). Given its pro¬ 
gressive inclinations. Paulakhuna ended 
up mapping the papular as pedagogy; the 
serial was to be educational a meads of 
familiarising people with Marathi toveh 
of which they were perhaps unaware. 
Because of its unusual format, watching 
the serial involved a degree of preparation 
which would be provided by the weekly 
previews in Marathi newspapers. In 
Paulakhunas role as pedagogical tool, as 
the Doordarsban equivalent'of BBC’s 
Masterpiece Theatre, the reliance on “great 
works" is an attempt to legitimise the 
serial by suggesting that it functions 
simultaneously as history. The translation 
of these Marathi novels into a visual 
narrative is partial, restricting itself to 
elements that emplot a talc of women’s 
improvement through education. We ’tee’ 
here the subservience of the individual 
novels to their grander detigu, and a 
flattening of the possibilities offered by the 
'literary' in telling different stories. 

The effect of television as a medium also 
contribute* to the flattening process Jbetativc 
to the control the reader has m modutanag 
her pace of reading, the televisual na rr at ive 
constricts the interpretive rhythms of We 
viewing subject with it* own inexorable 
pace. Patdakimm it icli-consciously about 
literature,- it recreates the act of reading 
through the act of viewing. la the process, 
the telescoping of reading sad viewing 
renders the activity ofviewing transparent 
For instance. Bhatkal notes. “These 
novelists and thinkers put forward many 
facets of the woman's question, and 
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Dootdanhan is the most effective medium 
to draw attention to them. Book* will have 
their impact slowly. BoU Doordarshan aerial 
can have an effect on the viewer while it in 
being ahowii.”* The simulation of viewing 
u reading render* unproblematic the 
pedagogic impulse underlying the particular 
reading.Theprocessof viewing simulates 
the process of'becoming educated' that is 
fore fronted by Paulakhuna as the cause of 
woman's progress and improvement. 

I 

» 

Paulakhuna began with a 'modern' young 
woman refusing to play the role of a passive, 
subservient wife abused by ber alcoholic 
husband in tbc play Ekaj Pyala written 
by Ram Ganesh Oadkari. She fumes at 
borne about the indignity of playing such 
a role, and questions the aocial toleration of 
such abuse. Thereupon ber grandmother 
introduces ber to ber strong foremothers 
who fought for their independence and self¬ 
hood in a heavily patriarchal system. Her 
grandmother persuades her to understand 
and empathise with tbc struggle waged by 
(brahmin, middle class) women by reading 
about them. What follows is the young 
woman's journey through the literary 
masterpieces that posed various questions 
about women's lives in the late 19tli and 
early20thcentury We sec' whatshercads. 
It might not he out of place to say a little 
about each novel here. The serial seeks to 
make the novel's protagonist singular yet 
representative (of Maharashtrian women 
of the time): presenting an individualised 
version of struggle to stand in for the forging 
of a collective identity based on familial 
oppression. I shall have to do the same for 
constraint of space. 

Yamu in Pan Lakshat Kon Chela is educated 
by ber husband, who unfortunately dies, 
leaving her to suffer a widow's life, 
symbolised in the serial by the-dreaded 
'keshavapan' (shaving of the widow'shead). 
In Vidkwakumari. Mathu is married off 
to an old widower who dies before she 
reaches puberty. Supported by her step¬ 
daughter (who is old enough to be her 
mother), she fights to wear the kumkum 
though a widow, saying that wearing the 
kumkum (as opposed to (he mangaUutra) 
is not specific to married women, but is 
a right she has had since her childhood, 
and continues to have regardless of her 
marital status. 

Neera in Na Pmnari Cost is not a child- 
bride. but is married tiff to a widower by 
ber maternal uncle and aunt after her parents 
die. She fights to retain her independence 
in her matrimonial home and slowly 
convinces ber husband about the injustice 
of marrying someone young enough to he 
his daughter. He wipes the kumkum off her 
forehead, declares her henceforth a widow. 


and tcHs ber she is free to remarry. He goes 
to the extent of arranging a meeting with a 
young man her parents had wanted ber to 
many, suggesting that sbe marry him now. 
Neera decides to remain single, and devote 
herself to the uplift of women. 

Stisheela. in Susheeleeha Dev, is married 
to a childhood friend. SusheeU is initially 
religious, seeing god first in idols, then in 
her husband. After he brings home another 
woman, however, she begins to sec religion 
in social service. After her husband's death 
she enrolls herself in a missionary school, 
and devotes herself to the uplift of the 
downtrodden. She also re-marries another 
childhood friend: in a marriage based on 
respect and equality. 

Brahmanktmya'a Kalindi is the daughter 
of a brahmin man and the grand-daughter 
of a prostitute (on her maternal side). She 
leaves home to live with a Lingayat man. 
and has a child by him before be leaves 
her. Sbe goes to work in Bombay, leaving 
her son with a good friend. There she gets 
involved with a trade-union leader, and 
marries him. 

Shabari gets married to Abhiram. Though 
it is a love marriage, she lives with the 
persistent inequalities inherent in the family 
structure within a patriarchal society. 
Mnniiihi is about a working woman's 
evening in a Bombay chawl. Coming home 
from work, she is confronted with taking 
cart; of the household work, as well as 
sexually satisfying her husband. Her lack 
of interest in sex is woven into a portrayal 
of her dreary, everyday life between the 
office and home. The format of the serial 
is a framing of the novels by a discussion 
in the present about the novels' relevance. 
The discussion between tbc young woman, 
berboy friend, bis younger sister, their well- 
read (male) friend, and the ji-ji who has 
initiated the reading arc efforts toencourage 
us to probe our modernity. The presentation 
of these interactions as purely dialogic is 
meant to erase any scmblanee of gendered 
power in the present. Wc can read this ag 
further indication of the gap that separates 
us from the all loo visceral issues that 
touched our foremothers. In this framework 
of debate, it is the male friend who holds 
forth about the importance of the novelist, 
their social context, the questions they 
posed, etc. Yet again the woman viewer 
is being guided gently through her history. 
it would seem. 

Now I want to ask about this presentation 
of a narrative which presents ustotyrselves 
as ‘ourselves undressed’, to paraphrase 
Michelle ZRo*aido( I9A0). Rosaldo writes 
about the tendency for western feminist 
anthropologists to view their non-western 
sisters as living in a lime lag. when the 
encounter between feminist self and female 
other is often couched in a spatial (made 
temporal) divide which denies the non¬ 




western womanahiatory. I fi»dlterph«4*e 
useful in thia context also, where vie are 
asked (and content) to view ourselves u 
living in an utopian, modern pretent. We 
are asked to see our history aa the traversal 
from victimbood to emancipation. We are 
able to view the woman on the screen 
across the distance afforded us by our 
modernity. Initially Paulakhuna neces¬ 
sarily invokea a doubled, ambivalent 
retponsc: an empathy for the oppressed 
woman and her struggle for self-definition, 
as well aa a refusal to consider the reasons 
for the continuity of these oppressions into 
the present, a studied denial of the claim 
that 'woman' might still be a troubled/ 
troubling category. 

Paulakhuna attempt* lomake the category 
'woman' meaningful rather than trouble 
some, and it does so through the contours 
of a feminine self that emerges as the serial 
progresses. The emergence of this self is 
closely tied to its “educatedncss” since it is 
this which allows for the articulation of its 
singularity.The argument runs thus: brahmin, 
middle class women were being educated. 
This allowed for the articulation of their 
experience, and the formation of an interior 
self-grounded precisely in the over- 
determination of such experience as 
(women’s)history It also led to the formation 
of an oppositional will which would enact 
women’s history as improvement and 
progress. Education, then, was primarily 
about the simultaneous construction and 
knowledge about this feminine self. 

What this educated self articulates, as I 
said earlier, is that realm of women's 


experience which functions as the foundation 
for the history the serial aims to chart Making 
visible woman's experience is equated with 
charting her history. To that extent her 
history is obvious, self-evident; the 
Maharashtrian woman is the sum total of 
her experiences. Experience constitutes the 
grounds for self-reflcxivity and under¬ 
standing. and since 'woman' is the subject 
of this narrative, her experiences occur 
under the sign of 'oppression' . This tend- 
towards representing 'woman' as an 
always-already oppressed category 
Involved here. I would argue, is ihc 
satisfaction of the desire for a particular 
sort of narrative about the turn-of-the 


century Maharashtrian woman. The empathy 
of the male novelist for the woman as victim, 
her narrative of strcnglh-in-suffcring. it' 
closure in an utopian present which is seen 
to have resolved Ihc woman's question to 
a certain extent, need to be interrogated not 
for what they want us to see so much a‘ 
what we ourselves believe, given who wc 
arc today. How much of Paulakhuna i< 
about the contemporary, malc(?)de*iie fur 
a particular kind of history »»f the brahmin 
middle class woman? (>nc that presen 1,1 
her countering the configurations «»f 
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ptnw, and obtainis* education. 
«unopatkm, aadprogrees? 

To wk this question about detire in • 
slightly more tangible' faabion it to uk 
iboot the underbelly of ibe notion of 
dneation at emancipation. S V Joshi's 
nemdi papal repeatedly recreatei the 
jtperience of education at terror. Written 
.1 1962, the novel it bated on private 
ettert between Anandibai iotbi <1865- 



!B87) and her hutband Oopalrao, new*- 
»pcr accounU, and other written material; 
nott importantly Kathibai Kanitkar'* 
liograpby and coltoction of pcrtonal letters 
n Anandibai Joski Yon die Chtirilra Va 
* atrt. written in 1889 but reprinted in an 
bridged form in 1912, published by the 
danuraifjak Orantha Pratarak Mandali." 
kt tbe age of nine Anandi it married to a 
nan about whom “it wax whispered that hix 


inn wife had died because he bullied her 
vith hit eccentric efforts to teach her to 
vrite” (1992: Foreword by SumaChitnix. 
'ii). Oopalrao desperately wants to marry 
i widow, but settles for Anandi instead, 
vith hef father's assurance that he 


Gopalfao) will he allowed to educate hix 
vife. “I am going to educate my wile to 
he highest standards possible... She will 
lave to study all day. I will leuch hem 
•n*l««h"( 1992:25). 

Oopalrao'« desire to educate Anandi is 
Hatched by bcrreluc lance to team, supported 
n turn by the women in the household 
Anandi* * grandmother throws the books 
iopalrao buys for her into the cowshed, for 
nxlancc). Anandi agrees to learn after 
iopalrao threatens to convert to Christianity 
aid “discard" her if she doesn't. ‘You must 


ike it (reading books) because 1 want you 
«" (1992:60). Thi* conversation, her 
nitiation into the world of education, takes 
■lace on the night xhe firxt has sex with 
iopalrao. She is as afraid of the sexual act 
because of Gopalrao's harsh, abrasive 
ichaviour) as she is of the consequences 
>f learning (the violence she will have to 
ace from the women in the household), 
rhat Anandi's subjectivity is shaped hy the 
lolcttce of these encounters, will become 
learcr iiwwhat follows. It forces us to ask 
'bout narratives that would accommodate 
heconlradicfory intermingling of violence, 
■leisure, and desire accompanying 
'■omen's education Countcrposing these 
ditty' categories against the xjuitised 
croons of women's education questions 
he latter’s presentation as a monuinciital 
vent leading to women's progress. 


Why aren't you sleeping then * (tinpalf.*» , | 
■vondered. "You haven't finished with me 
vet. "What, what do you mean.'" "The 
thing you do With me every night "< I992.-6H). 


I would juxtapose this against Anandi‘s 
earning, (kipalrao usks her fodraw the first 
ctler of the alphabet 


Her hand waa 1 hairing, Ths tears wetted up 
inker eyes. Oopalrao'i hand was righi head 
bar bode. If (be west wrong she knew be 
would hit her. She uied very hard fur ten 
mi note i. sweat wa* streaming down her face 
hut the managed somehow (1992:64). 

Anandi is also beaten by her mother for 
going up to her mom during the daytime 
(considered shameful and wanton) to do 
her lessons, atGopilrao’scommand. Thi* 
further positions her at an oblique to the 
women of the traditional brahmin household 
where the education of women was viewed 
as the first sign of a threatening, perverse 
‘modernity'. It also points to the two notions 
of women's education that competed for 
hegemony. One occurred through lived 
experience: it was fuzzy, unrigoroux. and 
need-based. The other wax a different sort 
of an initiation. Systematic, methodical, 
and time-consuming, it was based on the 
notion of learn in g (and teaching) as occurring 
in a specific ideologically charged space. 
The following excerpt plays on the dual 
notion of being taught a lesson (hy Oopalrao 
and her mother); She left fAnandi's] ear 
alone hut she had a burning twig in her hand. 
She hit Anandi with it in such a frenzy, on 
her legs, on her hack. "You must be taught 
a lesson!” she said (1992:74). 

Wc do not need to continue with Anandi ’ s 
raihcr tragic success story in any greater 
detail. Having heen educated hy Copalrao 
and then missionaries in Kolhapur, she goes 
to medical school in the U S and returns after 
three years as Maharashtra's first woman 
doctor. Unfortunate ly she dies soon thereafter 
of tuberculosis. In the process of becoming 
educated. Anandi rewrites much of the story 
l’am trying to tell, and gives u< a textured 
feel for the (subjective) importance of 
education for women. But pausing here draws 
attention to die complications involved in 
a discussion of what becoming educated 
might have meant (and felt like) for women 
themselves. To that extent hopefully, it 
disturbs the tale of the always ready-lo-be- 
modem subject. 

While hiulakhuna certainly merits critical 
attention, it is important to note that in the 
serial, the category of 'experience' allows 
the feminine self to emerge in history with 
a certain amount of agency. Most 
importantly, it is 'experience' which upsets 
the story of progress towards the end of 
I'autakhiino If S V Kctkar s Kalindt in 
Rrahmonktinvii posed the.question of 
woman's economic independence as 
indexing her true freedom, her freedom to 
cIkhmc. Shi ban and Man join compile ate the 
very notion of choice ."Toparapl truce Chit ra 
Palekur. PtwlHkhumi* script-writer. “As we 
approach modernity some problems an 
resolved hot new ones crop up"They map 
out the subtler, more complicated forms of 
oppression located in tbe uikkltcclox*. urban, 
nuclear family, especially when font family's 


ostensible framework is the love marriage. 
The opera* ion of patriarchy in its everyday, 
banal forms, its internalisation by (he female 
subject, and its rote in the construction of 
her subjectivity begin to problematiae and 
complicate Paulakhuna ’< own story, and it 
begins to disintegrate. Tbe interiority of the 
feminine self, which Paulakhtma has al luded 
to all along, demands a voice (coincidentally 
this is inaugurated by the first and only 
woman writer in the series),” and proceeds 
to ask the question: an: wc really so modem? 

Accepting the importance of experience 
as a category of analysis in feminist theory 
and practice. Teresa de Laurel is has written 
about its proccxsual nature as well as the 
need to problematic it. 

Through that process (experience | one 
places oneself in social reality, and m* 
perceives and comprehends as subjective 
(referring to. even originating in. oneself) 
those relations - material, economic and 
interpersonal - which are ia fact social and. 
in a larger perspective, historical (IVM: 159). 

With this in mind. Jet me ask a question 
So far it is the brahmin, middle-class 
woman's posit ion in the family, ber struggle 
for individuality in the context of a violent 
attack on her body and sensibilities, which 
has become representative of woman’s 
experience. Given the need to locate the 
specificities of subject formation through 
the category ol experience, why is she the 
site of. and partial agent to. history-making? 
Why is her history - complex and con¬ 
tradictory though it may he - the history 
of the category "the Maharashtrian 
woman"? 


II 

Though it may seem like a digression. I 
would like to speculate about the cur* ms 
ways in which recent historical writing might 
alto participate in this blindness towards the 
specificity of the brahmin, middle class 
woman's experience as history. (My i merest 
will be focused on tbe elision cit narratives 
of caste.) This is on the one band to listen 
to the echoes between history and the popular 
(here, television culture) Specifically 
through the various ways m which history 
(however, radical and/or exclusive it might 
he) is taught, transmuted, and transformative 
of people's lives: bow « lives in popular 
memory, so to speak On (he other hand I 
want to try to disentangle a pmhlcm trnubbng 
me This has to do with the way* ut which 
anagcndalora Irauuio hw(<nogi aphy nxk* 
suggesting that work on gender (no douhi 
a rather marginalised activity). because it is 
about gender, is somehow excused from 
its caste (mainly) and class-specificity i 
am not talking about the oft repeated 
ui|tHHiton to take caste and class (along 
with gender) into account. Its importance i* 



widely acknowledged, and spring* to some 
extent 1 think, from the sense that the holy 
trinity “cover” all the possible cases of 
oppressive and/or subaltern positions. 
Needless to say this runs the risk of assuming 
that the work done by each category is 
similar; that it mimics what the others do, 
and closes off the possibility of exploring 
the ways in which they complicate, interact, 
and exist alongside each other. Rather I am 
adthessing myself to the (theoretical) framing 
of certain questions which makes the taking 
of caste (especially) difficult, if not near 
impossible. In this symptomatic reading of 
PatthaChatterjee (1989), 1 will stick to those 
points that resonate with Paulakhuna. Hence 
the limits of this exercise will be obvious. 

Chatteijcc situates the (brahmin?) middle 
class woman (especially her body) as the 
silent participant in the construction of an 
Indian nation worthy of countering colonial 
rule. Through a suggestion about the inter¬ 
penetrability of nationalist and social reform 
discourse, and, the eventual sublation of the 
latter by the former. ChatterjeC argues for 
the importance of social reform (especially 
the woman's question) in the nation's 
narrative about itself; in fact that woman's 
question is about the inner, hidden self of 
nationalism. Coincidentally. Paulakhuna 
begins at about the same time that Chatteijec 
locates the disappearance of (he woman’s 
question from "the agenda of public debate " 
(1989:233) and the increasingly political 
character of nationalism. There is a striking 
absence of reference to nationalist politics 
in Paulakhuna - the result of a conscious 
decision justified by the technical problems 
of time-constraint - but the nation and 
nationalism cannot but be an absent presence 
far viewers. 1 * This seems to lend credence 
to tbc idea that nationalism and the 
woman's question cannot occupy the same 
discursive space, that they construct 
themselves as mutually exclusive yet 
constitute of each other. In addition 
Paulakhuna’t novels fall under the purview 
of those personal writings Cbattcrjee 
suggests we look to for the struggles of 
women. Cbattcrjee acknowledges that the 
'stuff of woman's history is located in the 
ulterior through a striking reification of the 
political and the social/cultural spheres. He 
writes:. 

We would be mistaken to look for the 
evidence of such a struggle (by women 
themselves for equality and freedom] in 
the public archives of political affairs, for 
unlike the women's movement in 19th and 
20th century Europe. that is not where the 
battle was waged here in the era of 
nationalism. The domain where the new 
idea of womanhood was sought to be 
actualised was the home, and the real 
history of that change can be constructed 
only out of the evidence left behind in 
atxobiographies. family histones, religious 
tracts, literature, theatre, songs, paintings 


and such other cultural artefacts that depict 

life in middle class home*. (1989:250) 

I agree with much of Chatteijec' i insights 
about nationalism's ‘new woman' and the 
peculiar modernity she was to rep r e se nt His 
provocative thesis offers s powerful heuristic 
map of what has been a hitherto relatively 
uncharted domain. ButChatterjee's language 
of separate spheres runs the risk of reifying 
his binaries and embodying them with a 
weighty reality. 

Working with material/spiritual as the 
organising binary, Cbattcrjee goes on to 
locate it spatially outside/inside, and then 
literalises the entira venture with 'bahir'/ 
‘ghar’. Rather than showing how these have 
come to be associated with a gender 
distinction, he merely asserts that “It (bahir] 
is typically the realm of the male. The 
home in its essence must remain unaffected 
by the profane activities of the material 
world - and woman is its representation” 
(1989:239). This works on the assumption 
of a 'fit' between 'real' social space, ami the 
gendering of these spaces, without 
questioning the slippage.” Rather than 
remaining a useful heuristic device that might 
facilitate our thinking about the 
incompleteness and peculiarity of Indian 
nationalism, it runs the risk of exhibiting 
Chatteijec ’ s own binarism of thought. Take 
for instance his claim that "The content of 
the resolution was neither predetermined 
nor unchanging, but its form bad to be 
consistent with tbc system of dichotomies 
which shaped and contained the nationalist 
project” (1989:244). It is unclear to me 
whether the dichotomy of nationalist thought 
is alluded to. or given a duality that it 
perhaps did not always exhibit. Is this the 
use of tbc binary in a descriptive exercise, 
or is binarism given an intrinsic explanatory 
value much like in the Levi Strauxsian 
model - where nature becomes culture 
through the traffic in woman as sign? 

instead of launching an attempt lo question 
these divisions ax the inheritance of a 
bourgeois historiographical tradition - 
Chatteijec himself suggests this at the end 
of his article when he calls these binaries 
'false exsentialixmx’ (1989:252) - a major 
portion of the article seems to take these 
binaries at face value: as having a reality 
which allows them to be deployed 
effectively. It is silent about the effects of 
recreating the public and private in the 
historical writing about women's lives 
(which is itself a political act yitb real 
consequences for the women who are 
representational subjects of that narrative), 
arid runs the risk of launching a search for 
an Indian private (feminine) seif (whatever 
be its eccentricities) largely as it emerges 
through autobiographical and other 
personal writing. Precisely because we arc 
told that this is the strength of Indian 
nationalism: its construction of an inner, 


feminine self. Inadvertently this self, 
demarcated as feminine and middle clast, 
would be endowed with the historic task of 
writing the nation's autobiography, if 
nationalism writes its history on the middle 
clu« woman’s body, then clearly even 
critics of the nationalist project need look 
to her to point to the contradictory, 
incomplete, dichotomous character On Indian 
nationalism. The middle class (brahmin?) 
woman is marked perhaps at the site of 
negative desire, but desire all the same, 
since her history it the necessary 
complement to the political face of 
nationalism. Can the focus on desire prove 
to be useful in talking about the ways in 
which history writes women into the picture 
as desirable subjects? 

What would happen if we included the 
narratives of cMte, which Chatterjci- 
scrupulously avoids. In his narrative, the 
nationalist self is devoid of the markers of 
caste.Thc hesitation to lookatcasteqracticev 
as forming antagonistic, if not parallel 
narratives to the ones we have before us. 
indicates the unease in acknowledging that 
caste too shapes the nationalist self* In the 
context of Maharashtra, where the non 
brahmin movement and the “Daltf 
5 movement led by Ambcdkar offened 
trenchant critiques of nationalism ax a form 
of neo-brahminism, the interior and exterior 
facets of nationalism might themselves 
achieve their unity at the cost of ignoring 
the ways in which caste structures public and 
private lives. The suggestion here is that wr 
need to ask why. and in what important 
ways, nationalism secures its status as an 
upper caste, middle class phenomenon, so 
that we might more sensitively acknowledge 
its effects on other's lives. Tbc distinctions 
of public and private might serve to occlude, 
father than explain, these processes. For 
instance, where is the lower caste maid 
servant who straddles these sphere* Where 
in this seamless web of middle das* desires 
might we position the lower caste educated 
woman symbolised in Maharashtra at least 
by the figure of Savitrihai Pbule.’* 
Contrary to nationalism (*nd the 
historian]’* discomfort with castla* making 
tbc middle class seif. Paulakhuna 
acknowledges caste ax. quite central to tt» 
narrative; tbc 'interior' thrives on its caste 
specificity. Caste emerge* ax a critical 
component of the feminine ‘self and bet 
experiences in the family. The oft-citcd 
reason for Paulakhuna'* focus on the 
brahmin household followed from (be fset 
that the novels were written by brahmin" 
(and men at that). It was presented this wsy 
in a discussion between the modem* about 
Brabmankanya. V B DeakpSmdepuu it thi< 
wsy: 

The first 70-80 yean of modem Marsibi 
literature «m donuasted by hnhmte*. -But 
we cannot fiad fault with them. If I haven ' 
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•id to a-toepadpnHl, tow tow I* no 
wintte my writing about faUeaxpericnce*. 
fl tonrwTt (ever] Uvad to toeMnhnrwnda 
or Dm Mugwada. toon bow wiij I write 
about it?... "Rntoer than writing fahely, it 
i« better to describe the world of the middle 
clatter in which f have lived”. The writing* 
were written with thi* intention.. The 
reader comet from the tame (social) 
background at the writer If there it a 
Yamu - oraSubhadra -inthe 'zhopadpatti' 
l'U ...mad about her for imeiett. became u 
it *o met long novel, but I won't become one 
with her grief and sorrow 11 
Clearly thia unbroken continuum between 
: text and reading mirror* the intentions 
19th century realism, which sought to 
instruct a reading public along the lines of 
’articular experience of social reality. In 
lulakhuna'a case, the identification with 
; novel runt along the contours of caste 
xaute it thapet the realm of woman's 
verier) ce at well at the writer and die 
ader’t subjectivity. The readability of the 
xt and the potitions for identifying with 
e novel, are rooted in certain experiences 
caste in the home. The outcome is that 
rtain stories can be found in certain places: 
e novel is by nature an exclusive form, at 
asl initially. But as de Lauretis has noted 
another context. “A story loo is a question 
detire", and the question before us is 
hmii the story broadcast television wants 
tellt 1DM: 112).Thc complexity of thought, 
(ion. and feeling that accompanies the 
itMle class woman's development within 
k 1 later outs ide the hrahmui home becomes 
hegemonic narrative Hegemonic not 
'cause a is monolithic, hut because it is 
scred.diffuse, subtle, and complicated, 
one's subjectivity is bound to he The 
.UncHSof thi*category. the Maharashtrian 
cman. is what Denise Riley has referred 
as (he surfeit of identity assigned to 
toman' (or women) <n> a category "Can 
ivone fully inhabit a gender without a 
■grec of honor? How could someone ‘be 
soman ’ through and through, make a final 
'me in that classification without suffering 
auslrophobia?" She asks (19K8:6) 
*rhap* an inattention to the ways in which 
isle frames the middle class women's 
ihjectivily in Paulakhuna allows u» to 
habit a category shot throng h with horror, 
thcr than questioning the horrors we 
itslvex have perpetrated (in the same of 
isle). Paulakhuna allow* us to test content 
«t <>ur history a* women has been about 
tugflc. sacrifice, and suffenng. without 
king into account the fact that the 
umtjvcs of caste might not permit these 
me stone* for other women, that caste 
•ctures the narrative of 'suffering as a 
»man' quite drastically. 

I have poeod a ae ries of question about 
e exclusions and silence* whereby 
wdattun*i succeeds. Again, it succeeds 
A because H frames a totalising narrative, 



but because it waria through cootradtcrions 
that exist at the 'level of individual 
subjectivities, experiences, and desires. 
Does the female subject as viewer have a 
position from which she is able to view her 
history as something other than state- 
sponsored education, compliments of 
DoofDsrehtn? A fruitful way of describing 
the process of viewing could be through 
the notion of accessing a televisual text.’* 
Here, the act id reading the text from a 
socio-politically constituted, gendered 
position is complemented by one' s own life - 
history: meaning is completed by the 
understanding* one brings to the text. This 
rewriting of the hegemonic narrative can 
work ax a disturbance or interruption of 
whai'x 'on TV'. 

Through the serial, we (as women viewers) 
arc given a history of our struggles and 
sorrows; consolidating the sense of a 
community of the oppressed. But bow one 
mightre present the fragmented subjectivity 
of women, and thereby question the reified 
category .‘woman ‘ through a medium that 
has opted for the filter of realism fix 'women's 
issues'. A* feminist critics of the media have 
noted, thccinema of realism has as an implicit 
corollary of its reality effect'. the solidifying 
of patriarchal attitudes towards women. 
This ix because the structure of the vi%ua) 
ga/e is voyeuristic; seeing women thr.vugh 
a male perspective. ” The elision here of the 
crucial component of visual pleasure i< also 
well known via critiques of screen' theory. 
In Paulakhuna. which attempt* to chart a 
hixtory.the 'reality effect must he taken on 
at the level of the vi-ual narrative, as well 
a- at the level of the "novels that function 
ax a historical source orilivumcnt ol ’what 
really happened'towomen History, 'realist' 
novels, and Doordarsban collude in the 
claim to representing a particular brand of 
the real Maharashtrian w Oman. This reality 
helps and hinders the feminine subject. If 
the claims of historical change are taken 
scnously. they could be seen to provide a 
space for the contestations and struggles of 
women. At the same time, the constraint* 
of form render the scri a) incapable of ’seeing' 
women cxceptthrough the lens of suffering, 
sacrifice, and struggle within the confines 
of a family narrative, a narrative that let* 
them dowp anyway, at the end of it all. 1 
think the uneasy tens ion between these two 
pool ion* maintained by Pcmlokhsuta lead* 
to its overturning the normative televisual 
iwreti ve It is thi* possibility that this piece 
has attempted to chart out. 

Notes 

(I would like to thtak Ramda* Bhatkni. V B 
Detogunde, Veeaa Dev, and Chun Palekar for 
gtvug generously of their bote, Anna* 
Rajagopal for hi* incisive cttttcum. uj 
V V Modak for to i a valuable half with 
Mamtoi.) 


1 There was aieo son* covers is English 
a ew ap apea c A* far as the Mansis coverqp 
goes. 1 am familiar with coverage in 
aewqxpeo popular in the Bombay-Puaebek. 
e s peci a ll y Kuan, Lokosatta. Mahamihna 
Times , and Sato/, tesari aod Sakai camel 
weekly preview written by professors of 
Marathi loeralure. Veeaa Dev and V B 
Deshpaade. respectively Mahaiashito Timri 
earned write -ups supplied by Popular. I catutol 
claim to know about mcdi„ coverage ta 
sou them Maharashtra and the MamhwaAa 
aad Vidarbba regrou*. 

2 Paulak hu na began on September 14. 1993 
and ceded December 2 i, 1993. The sen at v» 
broadcast every Tuesday iwith a few 
utermitteat mines) a* 7 4? pm (D by Bombay 
Doordardun. 

3 Popular is famous tie ns publican on ut 
Marathi literature and cmiusm and as 
English social-science and medical texts. In 
19*9 Popular began publishing a sene*. 
Strermuklhu hva Moharashnathil Paula 
khuna (Footprint,' of Women's Liberal ms 
in Maharashtra), which focuses oa anting 
by women encompassing the bhaktln poet*, 
women's writing during the Peshwa times, 
during the 19th century, and interviews 
with present-day women an tec. Seven 
books have been published under this Ulte 
lo dare. 

4 Interview with Shrisli Par id Streejee- 
vaoanihayak Di.'irdarshas Malika: 
Paulakhuna'. lutkasarta. Septembers. 1993 
(mv tranxlaiiun). 

* See Mam <19*9). and Kosamh (1991). 

6 It seem* to roc (ha the itnphcrOy involve* 
looking a) die ddfetcacc- of the tekvuuai 
medium that might nudity or redefine toe 
hicmure on Irnuni.o him theory Tins piece 
doc, not atiempi Uu* 

7 The lateirsi in hiMoncimug women's 

oppression and *nir«a'.> ahempts to break 
out of oppressive simcruie* differentiates 
Paulakhuna from I be other errudr shout 
women lot inv.ance. Punvam nv’niton* 
the dome -Mention of the num-'iou*. 
ostensibly piiigrossive, lent, iu;t) narratives 
about womea Paulakhuna vs 

important precisely because it hutds dear 
the moment of struggle aad change, and 
focuses on a (lutuledl critique of tura-cf- 
the-cenlun family practices. Tta* i* net to 
hold up the serial « examplaiy. but to 
rnaik the moment* that do depart team 
-oqventional televi<ual aartaUte in 
how.xocves a limilod fastyoa 

* Interview in Streejcevanavtshayak 
Door d*i sh-m Malika’. Lutaa a tta. Septetabcr 
5. 199.3 vmv translation), Interestingly 
Bhaikal xpeculnod tha* x was the fan of 
these nov el* being Marathi Utenry classic* 
which contributed to certain ‘radical’ 
statement* being allowed by Bombay 
Doordarriiaa dating the oourae of te serial 
iperaonal uuerv iew December b, 1993) 
Then caaesueni n*ut as groat toeuttm 
put toetc into a differ ewi category and 
d lowed crania scene* wbyipa** toe cannon 
(BHatlai made specific reference to 
hahmanlanva) This v* aa important pmat 
given Doondantosn’s strong interest in 
nu n m at l ung the Imtly n* aa uton tog wat 
WUI par ricrUenre through tefc'iwoe 
hroadeaxuag 
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9 Ibid (my translation). In as interview 
with Chitni PhuVht (November 25. 1093) 
she talked about the power of the remote 
ia the viewer'* hand, and her attempt* to 
make die serial coot empontry and interest ins 
so that people would watch it. Clearly we 
need to be aware of this aspect of the 
production also. 

10 Kaahibai Kanitkar was a novelist hi her own 
'right. She wrote two novels, several short 
stories, essays, and reviews, and maintained 
a long-lasting intellectual friendship with 
Hari Narayan Apte (Thani and Lalita. 1991). 
See Vaalya (1991: 282-83) for a list of 
Kastubai Kanitkar'* publications. 

11 Atlention must bc'Srawn to the complex it ies 
of Brahmankanya's narrative since (he 
serial is unable to recuperate and proceed 
leleoiogically alter Ketkar's novel. It moves 
away from outlining rebellious actions to 
a focus on woman's interior (in Shahan). 
This has a great des't o do with issues posed 
by Kctkar. This is tin* only time caste and 
caste prohibition h -come topics of dis¬ 
cussion in the sens). Kalindi's fattier says 
in Paulakhuna that he mamed lus wife lor 
the cause of samaj sudhama' (improving 
society). He works under the legal non m 
of a wife and childreu as belonging to their 
husband/father's caste. In Kalindi's i.ise 
she lives with a lower-caste man. Since 
caste is carried by men. she has lowered her 
caste status. This is as important as the fart 
that she merely lives with him. threatening 
the sanctity of the patriarchal family. 
There is also a theoretical discussion 
about matriarchal and patriarchal family 
structures in the senal. After this nsscult on 
the I amity structure. Shnbari and “Manjula" 
revert unqueslionmgly to that selfsame 
structure, and talk about the problems within 
them in a different way. This points to the 
mahtlity to imagine an alternative to the 
middle class family as we know it. I would 
argue that the discussion about caste 
(which is inextricable trom discussions ot 
the family) in Brahmankansa serve to 
derail the teleological narrative as much as 
Shinirkar'.s inauguration ot a feminist 
voice which prohlrmalises the ’'modern" 
woman. S V Kctkar is quoted ns saying, 
after reading Shirurkar's short Slones. 
"Men will never he able to understand 
women's nund using iheir own logic. For 
society to understand wumen's minds, 
women must speak" (Thani and I.ali(u 
1991: 425) 

12 Personal interview. November 25, 1993. 

13 1 don't mean toessenualisetfas point, which 
would be difficult anyway given Arvmd 
Ookhalc s sensitive mapping of Manjula's 
subjectivity. At the same lime of course, we 
do need to he sensitive to the positions from 
which women write and read. It seems to 
me that rather than asking the question of 
men's or women's writing, it would make 
im*£ sense to question why and in what 
•rays line development of a modem (middle 
class) subjectivity through the novel form 
is itself associated witti a peculiar sort of 
an inleoor. winch women are seen to possess. 
Thai way one migfit link the specific ht.stiwy 
ot tie rise of ih»' M.it.iiIh novel with the 
cjucaionof who writes (and ot course, who 


doesn't). There in also the queetit* of 
reading: the pnlitknnnd pleasures of rending 
might not always he modulated by the 
knowledge of female authors! op per st (i e, 
they might not locate female subjectivity 
in women's writing exclusively). Rather, 
they might be motivated by the stylistic and 
formal pleasures of genre. Though Women 
Writing in Indio claims V jbhavari Staruricnr 
for their anthology of feminist writers (see 
pp 424-26). Paulakhuna locates her work 
within a very different trajectory, that of 
reformist writing, to put it ctudely. It is 
Shirurkar's mastery over form and content 
that Paulakhuna draws oa; both R Bhatkal 
sad V B Deahpaade spoke of the lack of 
notable women novelists as contributing to 
their focus on male novelists, nearly, these 
two very different positioning* of women's 
texts raise questions about our own politics 
of rending (the desire lo read as feminist 
readers perhaps?) which makes us see a 
woric by a woman writer as essentially 
different. This does not suggest (hat we 
ignore the difficult objective conditions 
under which women wjile. 

14 In talking about the pressure lo fit a novel 
into two episodes of the serial. Clitra Palekar 
was quite clear about the fact that the woman 
was central in Paulakhuna. and making 
reference to nationalist politics would 
only draw attention away from the serial's 
focus. Clearly (here was ao necessary 
connection between the two; so much so 
that we could pretend that nationalism had 
completely passed women by. Doordarshan 
isaset of st me- regulated socio-iedinological 
practices, and undoubtedly it has its 
obdurate constraints. Bui these are finally 
mediated and resolved hi fhe level of social 
practices (what is important, what is not. 
etc). I am prunttag to (his facet here. 

15 I would also point (olheslipbetween 'male' 
and female' - term* of sexual difference - 
and 'man' and 'woman' as socially con¬ 
structed categories in ChaHerjee’* passage. 
Typically, accounts ol the socB>-polilicai 
nature ot women' s oppression have delinked 
tile two to avoid the trap ot biologism It 
is troubling to see them elided licre because 
■I prams to the lilcrality ol Chattcrjec's 
argument (male » man and female * woman) 
Gender seems to he nllached solely to 
women, who then become a special istegoiy 
lo be retrieved from the inner, private 
recesses of the home for history. But 
'woman' as an overdelermined category 
perhaps stands tn for the family (a* a 
hist on tally constituted st nature i rather than 
the home (which retails its connotations of 
a spatial organisation). Her oppression 
becomes a family issue (wile-beating, 
dowery-death, etc) and serves to further 
intenonse the all tt«> political and public 
characteristics of control over jfac fatuity 
(though the jundico-legal apparatus which 
r eg" date* labentaace. succession, etc. iti 
give an obvious example). (Questioning 
ghar/hahir distinctions would leud lo 
examining the discursive connections 
between these discontinuous domains. 
Recently Judith Butler < I990| has argued 
for the diM/srstvcIy const tucked. unnatural 
(poiilicid and performative) character of 
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wnt.-uf swt mntfhsat r tmdy gu nda tnd .l tfewt 
this allows fur a man sophisticated nmse 
of gander (and sex)ns drifting. historically 
const it utod net it io*. 


16 dearly, w* can ubo talk about the tower 
caste, especially dalit, woman an a sitn ot 
desire, and mure importantly, ttw targal of 
iasritutkawhsed uppnr-cawe vtolaaas (through 
rape, sexual hantumwatat work, me). But this 


is part of another argument... 

17 Personal interview wtth V B Drebpnnde. 
November II. 1993 (my treaitatioa). 

18 Hartley, who I borrow thin term from, 
writer: Viewers ‘acceas* television dis¬ 


courses and representations both in ami 
beyond the act of watching television 
(‘'accessing" goes oe after the leievtstoa 


set is switched off). And vice vena: tele¬ 


vision accesses its viewers' (culture's) 
discourses and identifications in the net ot 
production (1992:28). 

19 See Lakrtura (1988). Punwani (1988). and 
Thani (1986)-1am indebted lotheirafgumeni*. 
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Is There Hope for the Indian Economy? 

Rontesli Dhram 


READ with interest the commentary. 
Between Friend* :A Con venation’. 1 Both 
sbok Mitra and K S Kri*hna*wamy have 
een involved with economic policy und 
dew for many decade*. Asbok Mitra wax 
iy teacher, from whom I learnt notnc of the 
ntricacie* of econometric*. 1 have read hi* 
Calcutta Diary’ regularly and found it. 
dwaya, incisive. It requires guu to publish 
houghts written for private use. particularly 
vhen Krishnaswamy writes about his un- 
lappiness “because of the involvement of 
tersons who I have been friends with for 
. long time” and “because I think ihev have 
wen knowingly dishonest a courageous 
cl indeed specially when these friend* arc 
:lill in high office. It is a fascinating reading. 
)ur hats to these two stalwarts uml dunks 
o the editors for publishing it. 

It made me reflect a little. Mamed as I 
un to a US 'upper class* white American 
jniversity professor, it gives me a useful 
/antage point to observe and understand 
tysclf, other Indians and some aspect* of 
'ndia. As I read this piece, I was reminded 
if the scenes in Mahabharai where BhMiam. 
fronacharyaand Vadur regularly talk about 
ihrilrasbtar’s 'moha'. Duryodhan’s 
abankar'. and (he ir ‘ adhanna ‘. Al I (lit ec had 
celings of anguish and yet were unable to 
ict in favour of ‘dharma’ because o| their 
wrccivcd sense of loyalty. Bad things were 
lappcntng, they recognised it but could not 
icip change it for the better. It is at dir end 
<1 his life when Bhisham was suffering his 
kath on the bed of arrows that he realises. 
«s lie explains In Arjun and Yudhistcr. that 
us grand blunder was his inability to di*- 
inguish between two paradigms defined by 
if Raja and (ii) Rajya. He had a loyalty to 
he Rajya of Hastittapur but confused it with 
hat to Dhritraahtar. the Raja. Something 
umilar is happening in (his conversation. 
Two highly placed officials in previous 
fovenuncnU and scholars arc in anguish 
hai country is sliding downward* hut are 
insure if they can do anything useful or 
iclpful. 

Pvt, if not most, of the source of their 
mguish ties in a similar error where (hey. 
ike moat experts, are unable to recognise 
!hc implications and limitations of the ideo¬ 
logical paradigm of the western rationalist 
ihought based on a mechanistk worid-vie w. 
All modem science andexpertise, including 
Marxian, is based on this view This world- 
vicwcame into being in 17th century Europe 
io explain and justify capitalist mode* of 
production and exploitation. The fundimcn- 
ui social and intellectual problem then w 

ihisof order. The image of nature and woman 

,n ibis period-wm one of being chaotic and 

^sorderiy.ao that both had to be controlled. 

dominated and subdued Even today, this 


mechanistic view “taught in most western 
schools is accepted without question as our 
everyday, common sense reality... as a 
conceptual framework, the mechanical 
order had associated with it a framework of 
values based on power, fully compatible 
with tbc direction taken by commercial' 
capitalism". 1 The brilliant achievement of 
mechanism as a world-view wasm its re¬ 
ordering of reality around two fundamental 
constituents of human experience - order 
and power." 4 Accordingly, what is musing 
in (his conversation is s lack of questioning; 
why has the situation in India moved in the 
direction it has? The late V K R V Kao, in 
i>ne of his major papers in 1970*. argued 
persuasively that most of the ‘plan expen¬ 
diture' was not for the benefit of the poor. 
It was instead for infrastructure to help pro¬ 
mote the capitalist and business class. Arun 
Sfoiuric provides concrete examples that the 
current situation is a natural progression of 
Nehru vian policies to create and strengthen 
the business class which would eventually 
take over the government and the country. 4 
These were initiated in early 1950s when 
Nehru, his political followers and their 
handmaiJcn intelligentsia, mesmerised by 
western rationalistic ideas, followed plans, 
policies and practices in the name of (he 
society but for the benefit of the rich and 
powerful. This was. has been and still is. 
development of the tnckle-down. spread-a- 
httle-around. talk-of-plans but fiddle-with- 
ihc-middic variety. In fact these policies 
have been successful. The desired moneyed 
class has matured and as expected has taken 
(he country over, the bride which has been 
readied for so many decades has now been 
married off. Why this lament? 

Aconceptiui framewotk iscoosistent with 
a particular ethical framework. The concep¬ 
tual framework ofinarket ideology requires, 
in an essential way. an ethical framework 
of corruption, lack of integrity and of char¬ 
acter. AM’s concern in his first letter, ibat 
"the most staggering development is the 
obliteration of old scales of values and their 
supplanting by moral - and decency - codes 
transmitted by the satellite television chan¬ 
nel*" 4 misses the relationship between die 
conceptual and value framework. The link 
between market ideology and corrupt ion 
follows logically. Market ideology imparts 
desirability to profits. Profit* follow from 
exploitation based on the use of power. 
Power corrupt* Those who can influence 
relevant legislation or regulation that be^rs 
them use their power make legal profit* 
Mafioso types lacking the legalisation 
capacity u*e then raw power directly Thu* 
eoqxwetkms raise prices by creating a 
monopoly through advertise m en ts exempt 
cd from taxes, pay h inter wages to workers 


by encouraging governments to maintain 
high unemployment, and transferring costs 
to any other groups they can by extenudisiag. 
Getting government officials, political and 
bureaucratic, to follow such policies for a 
small payment is a normal businessexpense 
and practice. The evidence of such corrup¬ 
tion is everywhere; Japan. USA. Italy. 
Mexico. Nigeria How can India be differ¬ 
ent? Without corruption the market system, 
even under the watchful eye of a planning 
commission, wilt not function much less 
survive. Need there be surprise when AM 
in his second letter makes the statement. “I 
still remember tbc ecstatic praise the Fund- 
Bank pundiu would shower on black- 
marketeers throughout (be 50* and 60s."’ 
After all. is not Mackraarkctamarket? What 
if the market u black? What is important 
is that it is market. Its blackness can be 
changed to whiteness by 'reforms'. Non- 
white Asian Indians have been changed to 
behave like whiles; in dre*». language, table 
manners, prejudices, etc.Changing markets 
should be acomparalively easy usk Arc not 
the Bank-Fund consistent in pn ^noting these 
‘economic reforms’? Is not the major ob¬ 
jective of these 'economic reforms' to white¬ 
wash 1 

1 1 is interesting to rcad about the country‘s 
“servility - to government, to custom, to the 
developed 'while' work! to a host of other 
forces considered superior". dBbc again it 
is not a creation of these few years. Has n*4 
the ruling RNI society been promoting such 
servitude all these 50 years?* In fact it lies 
deep in not only colonial ideology and what 
Albert Mcmi calls colonial minds, but in the 
very acceptance of the western rational 
tbvHight whose major objective is to de¬ 
scribe. expiam. and justify exploitation as 
well as rape of nature. ^ -omen and the 
colonised people Sy those in power. It 
condemns and marginalises all thought and 
ideas based on principles of whole, unify, 
organic by denouncing them as inferior to 
scientific idea* that proceed from puts. It 
implies the principle of divide and rule. 
Since Gandhi's death, the power structure 
in India controlled by the RNI has been 
condemning everything Indian, its civilisa¬ 
tion. it* values, its heritage, its dress, its 
food, its ritual*, etc. Tbc westernised Indian, 
proud of his/her rational attitudes, has 
* duply adopted the pr ej udi ces of the colo¬ 
nial white male; exsept when it contradict* 
one'sown ego. This too has been sacceasful 
ut achieving its objective*. Should tl sur¬ 
prise any one that (be natural cowaeqocncc 
of these karma o to damn the very H tod u ni:,o - 
and Indtatmcs*. including the Indian per¬ 
son? Why should my one respect or trust 
an tndiM expert’? Does it not contain the 
adjective Indian which is an auheaaoc de- 
nunctabon? When Krishnaswamy antes in 
hi* second letter, “As you know, what we 
say has little value, unless it is confirmed 
by srasar white mum"' he rnrno the foos-n 
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of Indian colonialism and its continuance 
in the last five decade*. . 

Mast economist* of right or left have 
mistakenly accepted the fallacious idea that 
the ethical framework is independent of the 
conceptual framework. Similarly they have 
- accepted anotberequally fallacious idea that 
economy and society are independent of 
each other. The economics textbooks rarely 
talk about social problems such as poverty, 
arms race, polluted environment, breakdown 
of the family, violence in streets and homes. 

It is fashionable, for example, to fiftd ex¬ 
planations of social problems everywhere 
else but not in economic policy and insti¬ 
tutions. In fact, and in real world, economy 
and society are highly interrelated so that 
most of the social problems emanate from, 
and get aggravated by. the economic struc¬ 
ture. ideas and policies that a country pro¬ 
motes. The economl policies implied in the 
market ideology conceptual framework are 
destructive of all the sustainable functions 
in the society. Because of such inlcr-rclat- 
edness, the current 'economic reforms’ arc 
bound to place still greater stress on 'he 
Indian society to possibly a breaking pent. 
In this sense both AM and Krishnaswamy 
are right in reaching the conclusion that (his 
can lead to a “bloody and anarchic’' change. 

Unfortunately, history does not provide 
many examples, much less an assurance, 
that the ‘collapse of irrationality’ will come 
about by the uprise of the oppressed, how 
ever logi^ and rational it may sound Fven 
if such atmngc takes place, ilcan. art will, 
introduce its own irrationality because this 
whole ‘rationality’ is based on divisivencss. 

A positive change will need a paradigm shift 
of ideas; a different conceptual framework 
with its consistent ethical framework. Its 
underlying principle has to be integrative 
and not divisive. The ethical framework is w 
clear; it i* one where personal integrity, 
quality of personal character and commit¬ 
ment to public good at a high personal cost 
arc not only honourable values in them¬ 
selves but also considered honourable amt 
desirable by the society. It is also clearthat 
these ethical values are not consistent with 
the conceptual framework of planning, 
market ideology and 'economic reforms'. 
The conceptual framework that is needed, 
then, is the one based on organic and holistic 
ideas best articulated by Hux ley’s Perennial 
Philosophy. It is a framework that promotes. 
not destroys, sustainable functions of man. 
woman, family and nature. It is a framework 
that assigns a higher image to humans than 
merely physical beings whoesrt he satisfied 
by material goods so that progress is not 
measured only by the multiplication of 
materia] possessions and increases in phys¬ 
ical comforts." It is a framework that pro¬ 
motes well-being of humans and nature and 
not their exploitation and the exercise of 
p> iwer. Since human welfare is not possible 
without community of which family is the 
basic unit, it is a framework that exalts, 
strengthen* and itabilises the family, 
neighbourhood, mohalla and village. Fam 


ily, not the individual, hat to be at the centre, 
and litmu* test, of all economic and social 
policy. Thus, every activity and institution 
that weaken* the family ha* to be taxed 
heavily. Similarly every activity and insti¬ 
tution that promote* the coheniveaea* of 
family and community has to be subsidised. 
It is such a paradigm shift that tome of the 
avant-garde thinkers are working on. It was 
this paradigm shift that Gapdhiji had artic¬ 
ulated in his immense wisdom. He had even 
developed a part of the framework in the 
concept of ‘swadeshi*. Sadly, and unfortu¬ 
nately. the RNI intelligentsia ignored and 
condemned it; partly because it is a Hindi 
word and has images of the Hindu heritage, 
both anathema to the ‘rationalist’ colonial 
minds. There is a need for AM and 
Krishnaswamy and all other* who care about 
this country and society to rethink about 
their own paradigm and revisit Gandhi an 
ideas; this time with some humility and 
objectivity. From my vantage point, 1 am 
convinced that in this paradigm shift and 
Gandhian paradigm alone lies hope for the 
Indian society, though not for the ‘reform 
led' Indian economy as we understand it 
today. 

a 

Notes 

1 EPW. October 22. 1»4, pp 27*3-86. 

2 Ihid. p 2783. Emphasis added. 

3 Carolyn Merchant. The Death of Nature: 
Women. Ecology and the Scientific Revolu¬ 
tion. Harper and Row, San Fransro. paper 
back edition. 1980. p 193, emphasis added. 

4 Ibid, p 216. “Here. in bold sexual imagery, 
is the key feature of the modem experimental 
method - constraints of nature in the labora¬ 
tory. dissection by hand and mind, and pene¬ 
tration of hidden secrets - language suit used 
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today la praising sewntist’* 'bard ficti 
‘penetrating mind', or rite thrust of Id 
atgutM«*» ( p 174. 

5 A Sbourie, Urs Gandhi's Second Regim 
1988. 

6 EPW. October 22, 1994, p 2784. 

7 ibid, p 2786. 

8 I have developed dieoaucspl of RNt-Rasider 
Non-Indians - and atplniand it In Romes 
Diwaa, 'Minorities. Development and Com 
muaalism'. G andhi liars. Vol 13, Apn 
June, pp 5-23, This generated n henlib 
debate with Rajmofaaa Gandhi in the differ 
eat volume* of Gandhi It art 

9 EPW. October 22. 1994. p 2785 (emphan 
added). It la intereating that the lament i 
against the white man. not a lumen* wt. 

' is also pert of the success story. 

10 “The physical approach to life has becom 
a kind of epidemic in modem industm 
civilisation...Never in the history, to m 
knowledge,hasacivtllsatian reflected alow 
image of the human being: a physical, che 
micaj organism with no motivation than *e' 
interest, no aspiration* that cannot be lUlfillo 
on the physical level...Believing that th 
human being it physical, we have by sum 
dure centime* of concentrated effort devrl 
oped the technology to do what we like i 
die physical world. We have an unprecedeni 
ed capacity to pursue material goals an 
produce material goods to satisfy every 
sire. If the physical image of msn u accurate 
we in the United States must be living to th 
Gulden Age”. EknaUiEaswana. The Bhagva 
Gita for Doth Living. 3 volumes. Petulanu 
CA. Nilgin Press. 1984. pp 10-11. Vo) t 
1 have argued that there are two types i> 
affluences, onedefreed by material goods mk 
d*' other by the care of those for whom w 
care. See Romesh Diwaa. 'Gandhiaa Bin 
noniM-s sad Contemporary Society'. Gondhwt 
Perspectives, Vol 4, No 1, 1991. pp 1-21. 
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Universities as Institutions 


An institution is not simply s social arrangement, but one which has 
a certain meaning for its members such that they acknowledge its moral 
claims on them and are willing to submit to its demands, at least some of 
the lime, even when they find those demands to be contrary to their 
individual interests. By this test can universities in India today he 
called functioning institutions? M3 

Participatory Rural Appraisal 

The popularity of techniques of participatory rural appraisal (PRA) in 
rural research and project planning comes in large part from their ability 
to generate information at the community level directly with members of 
the community. Such information is held to be more reliable, more 
efficiently obtained and more relevant to community interests than that 
generated by conventional social research methods. But while techniques 
of PRA offer new opportunities for the articulation of local knowledge, 
including perspectives of women and other subordinate sections of 
communities, they may also expose projects to new risks by creating 
public contexts and a new idiom in which dominant interests can gain 
legitimacy. The greatest danger, howsoever, is the promotion of PRA as a • 
‘quick' methodology of participation, rather than as a set of techniques 
or tools to be used in the context of project-specific strategies for 
participatory planning. 569 

VAT for India 

A comprehensive value added tax (VAT) with consumption base, tax 
credit method and destination principle to determine VAT on international 
and inter-state trade flows can form an idea) commodity ux system for 
India. In a federal set-up it may be ideal to have state and central VATs 
substituting the current state and central taxes on goods and services. A 
VAT with one or two rates has to be supplemented by special excises and 
subsidies to deal with the problem of equity, environment and social 
preferences. 579 


Dollar in Disarray 

« 

In the wake of the recent panic, 
foreign exchange markets are looking 
for some beacon of hope and stability. 
But none is on the agenda and the 
universe of finance capital will continue 
to be one of chronic instability, fear, 
bankruptcies and massive job 
liquidations. The empire of the dollar 
and the financial galaxy in which 
it orbits are a ticking time-bomb, 554 

In the Dock 

The findings of the review report on 
the Sardar Sarovar project and the 
MPgovernment’s decision to call a 
halt to the construction of the dam 
give credence to the arguments of 
the anti-dam movement, 542 


Research on Research 

An aspect of 'methodology 1 researchers 
rarely report on arc the processes 
and procedures they have to use while 
conducting research and dmemjnatmg 
its results. The many hazards of 
conducting mi unconventional 
but worthwhile research study. 554 

Amusing Times 

While Zhirinovsky's visit was an 
amusing international event, providing 
some relief in the dismal times we 
live m. courtesy our new economic 
policies, amusement in our public life 
is not confined to the doings of a 
Zhirinovsky or a Scshan _541 

ladia and Social Summit 


Commuoaifagp in Kerala 

By alibiing withamsi^dmertammuMt 
parties, the major political parties 
which could have played mi important 
rote in secularising the potkkal process 
have become participants in 
communal preceases in Kerala. 544 


The rione con rimes of the ssossand 
summit on social development hooted 
by the UN in its 50th year went 
alleviation and reduction of poverty, 
genera ti on of productive emptoymem 
and enhancement of social umgiatirni. 
An Indian perspective on ifceee 
aspects of social deve l o pmen t. 549 
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University Syllabi Censored 

I WISH to bring it to the notice of EPW 
readers that, conniving with the communal 
forces, the government of Karnataka has 
recently withdrawn Mahachaitra, a Kannada 
play, from the syllabi of Oulbarga and 
Kuvempu universities. 

Mahachaitra was written by H S Shiva 
Prakash 10 years ago and bad won the state 
and central Sahitva Akademi awards. It was 
widely performed in various places in 
Karnataka over the years. It was prescribed 
is a textbook by Gulbarga and Kuvempu 
universities for first year BA students 
sometime ago. 

The Lingayat seers of religious mutts 
'discovered’ suddenly in last September 
that Mahachaitra contains ‘some 
objectionable portions' and some derogatory 
remarks against Basavanna, a social 
reformer, after 10 years of its circulation. 
Acting upon the request of the then Congress 
government, the Board ot Studies (an 
academic body that decides matters of 
syllabi in universities) discussed the issue 
and decided to continue the textbook till the 
end of the academic year (1994-95). 

Afterafcw months, thecommunal/castcist 
forces woke up again. Recently, the Baxava 
Dala. a Vceraxhaiva organisation, renewed 
iu demand and set March 7 as the deadline 
for the withdrawal of the textbook. The 
issue took both caste and religious 
dimensions (as the religious seers belong to 
the dominant Lingayat caste in the state) 
when several Lingayat seers of religious 
mutts, including one Mathe Mahadevi. 
resorted to an indefinite hunger strike in 
Oulbarga and Bidar demanding immediate 
withdrawal of the textbook from the syllabi. 
The state government appointed a comm ittec 
on March 6 to study the text and present a 
report within 15 days. In a surprise move, 
the state governor, the chancellor of the 
universities in the state, issued an order on 
March 9 asking Oulbarga and Kuvempu 
universities to withdraw the text from syllabi 
immediately just 15 days before the final 
examinations, leaving the students in a 
quandary. 

The 'controversy' illustrates the fact that 
communal forces have gained strength over 
the years to such an extent that they could 
use the play as a pretext to whip up 
conununal/casteist sentiments even after a 
long time of its publication. The Janata Dal 
government, known for its appeasement of 
communal forces - Muslims were forced to 
hopt the national flag at the Hubli-Idgah 
maidan in January this year under pressure 
of the Janata Dal government - has 
withdrawn the textbook not only to please 
the communal/castcisl elements but also to 


bag Lingayat votes in the ziila panebayat 
sod tal uk panchay at elec lions currently under 
way. It has been proved that the appointment 
of the expert committee was only an eye wash 
to buy time and make a pretence of 
democracy. By its unilateral decision, the 
state government has undermined the 
autonomy of academic bodies in framing 
their syllabi and actively connived with 
communal forces in communalisation of 
academic institutions by dividing the 
academic community on caste and religious 
lines. The claim of the communal forties 
that the 12th century social reformer 
portrayed in the play is a mythological 
figure must he understood as part of the 
larger politics of Hindutva that involves the 
historicisation of religious figures and 
mythologisation of historical figures. 
Basavanna was a secular social reformer 
who has fought caste and other kinds of 
oppression. He does not Itclong to any 
community. 

In the context of the growing intolerance 
towards creative writing. I appeal to writers 
and intellectuals in the country to send 
protest lettcrx/telegramx on the withdrawal 
of Mahachaitra from the university syllabi 
to the chief minister of Karnataka and 
demand immediate cancellation of the 
withdrawal of the play. 


K Satyanarayana 

Bangalore 

Gujarat and Development 

OUJARAT is one of the most developed 
slates of India in terms of industrial and 
economic growth, having a very high per 


capita income. In terms of capital 
generated in the manufacturin 
Gujarat now stands first in the cot 
urbanisation rate is much higher thi 
most other state*. It is one of the < 
states where NRIa. after the 
liberalisation and economic refc 
returning to set up industries sod l 
Moreover, Gujarat has evolved ap 
culture, has a multi-ethnic po 
absorbing various traditions. 

Yet. Gujarat lags behind it 
development. Its rate of literacy 
infant mortality is high, suicide rat 
women is one of the highest in Indi 
abound and the chart of econo 
political crimes as also violence s 
upward trend. This clearly signi 
fas tcreconomic growth per tecum 
the state to achieve high social 
Pri vate enterprise und market planr 
work within the framework of Iht 
institutions, ut least, have no 
tendency to bring about balanced 
hence the failure to achieve social 

In the absence of concern on tb 
the politicians and bureaucrats, 
equitable distribution of real inco 
failure to alleviate poverty and un 
menl. such stark economic am 
contrasts are unlikely to disappear 
foreseeable future. 

Thus, while framing Gujarat’s 
sation policy the state and central 
ments and civic authorities need to 
‘responsible’ for uplifting social 
Political will is amust for efficient i 
merit of civic affairs with existing re 

Ankt 

Ahmedabad 


Revised Subscription Rates 

(including Nepal and Bhutan) 


Institutions 

Six roooihs 

One year 
600 

Two years 
1125 

(in m 
Three; 
I6 j 

Individuals 

250 

475 

875 

127 

CnarHsf imal Rates 

Teachers/Researcherx 

. 

325 

_ 

W 

Students 

- 

225 

- 

- 


Concessional rates are available only in India. To avail at concessional tales, certificate 
relevant inslilulioe is essential. 

Remittance by mosey order/bank draff postal order requested. Please add Rs 14 to < 


cheques towards bank collect ion charges. 

Farsi ga 

Air Mail 

Surface 


Institutiaos 

Individuals 

lasthutkats 

Pakistan. Bangladesh & Sri Lanka 

SO 

50 

65 

USA, Canada, UK, Europe. 




Japan, New Zealand, 




Australia A Russia 

150 

100 

90 

AH other oouMrias 

100 

70 

70 

All remittances to Eras amir aad FsMUut Wastdy 




530 


Economic and Political Weekly March I 



ECONCYulU 

AND 

POLITICAL 




Cynical Prescriptions 

D ESPITE the socialist rhetoric ot the years of planning, 
the sharply dualistic character of Indian society reflected 
in varied forms of disparities (rural-urban, inter-regional and 
inter-state and above all inter-personal) not only persisted but 
got steadily accentuated. The accelerated economic growth 
of the 1980s did not make any significant difference and by 
the beginning of the 1990s it was clear that even the capitalist 
path of development dial (he Indian state had espoused 
required vastly greater emphasis on human capita] and social 
infrastructure development. The economic reform measures 
under implementation for the last four years liave been 
oblivious of the needs of social sector development and have 
widened inequalities in ail spheres. The persistence of double¬ 
digit inflation, the sharp increase in die prices of the items of 
common consumption especially, has hurt die poor the 
hardest. The problem is compounded by die sluggish growd) 
ol employment and reduced societal support to improve 
educational and health standards and rural and urban amenities 
lor die poor. Against the Eighth Plan goai of generating 32 to 
lb million jobs in four years, die number of jobs created 
during this period would ikh exceed 21 to 22 million. And 
compared to the social sector expenditure target of 18.2 per 
cent of the Plan outlay, actual expenditure has been 15.5 to 
16 per cent. The claims of higher allocations for 1RDP. 
Juwabar Rozgar Yojona and Nehru Ruzgar Yojana and such 
other special employment programmes notwithstanding, the 
amounts spent, families assisted and mandaysof employ mens 
generated have all remained relatively modest compared to 
what had been achieved in the second half of the 1980s. The 
much-talked-about national renewal fund (NRF) has remained 
a tacade for offering retirement benefits to the middle-level 
employees with the help of funds provided by the World 
Bauk. 

Despite several years of high agricultural growth, the terms 
of trade have been moved in favour of agriculture to benefit 
(lie surplus farmers and against the interests of the labouring 
classes in the rural and urban areas. Hie overt per cent 
growth of industry expected in 1994-93, though it appears 
broadbased, it led by automobiles and consumer durables. 
Some of the large increases, as in commercial vehicles and 
other capital goods, do little more than recover the ground 
,(> st in the first three years of reform marked by ruthless fiscal 
xnprcssion. The stimulus to growth in 1994-95 has e m a n a ted 
primarily from liquidity created by large portfolio investment 
by foreign institutional investors (Fils) and the vast increases 
'» consumption expenditure by the centre reflected in higher 
kvels of revenue and gross fiscal deficits. The high inflation 
md die distorted pattern of industrial development arc 


obviously the result of such liquidity growth and rise in 
consumption expenditure. The rise in public consumption 
expenditure has been reinforced by burgeoning private 
consumption expenditure of the middle and upperclasses, the 
rise in whose personal disposable incomeshas been augmented 
by reductions in direct taxes and, more significantly, in 
customs and excise duties. The increase in consumption 
expenditure is reflected in the persistent drop in the rales of 
domestic saving and capital formation. 

Finance minister Manmohan Singh's budget for 1993-96. 
his fifth in a row, has to be judged against these macro- 
economic distortions brought on by the new economic policies. 
The budget is obviously a cynical attempt to assuage the 
people’s wrath, as reflected in the many electoral reverses 
suffered by the Congress, with long declamations on equity 
and poverty alleviation, ami-poverty programmes and 
schemes for scheduled castes and scheduled tribes, kbadi and 
village industries, the handloom sector and small-scale 
industries, in preparation for the parliamentary elections of 
1996. The whole manoeuvre is hypocritical because the 
perspectives which have guided the stabilisation and structural 
adjustment programmes remain firmly in place 

The finance minuter has just stopped short of removing the 
15 per cent surcharge on corporate taxation titoogh be 
admitted after presenting the budget that be would have so 
much liked to do so as it was part of the government's tax 
reform commitment. The finance minister and other 
.government spokesmen also admit in the same breath .that 
many big companies pay no corporate tax at ail due to the 
various concessions and that the overall incidence of company 
taxation is as low as 18 to 20 per cent against ibenomiaa! rate 
of 40 per cent plus 15 per cent surcharge. For (he insurance 
sector, the government is content with the establishment of 
an independent regulatory authority for the present, but only 
because there is stiff opposition to the opening op of the sector 
to private and foreign capital. A0 the same, the budget speech 
is emphatic that the reform package has to be punned with 
vigour. Bamers to further expansion of agriculture havc to be 
identified and lifted; the public sector has to be revamped, 
industrial relations have to provide for greater flexibility in 
the deployment of labour, capital market refanns have to be 
widened and deepened; and insurance sector reforms have » 
be pursued with the aim of greatly widening access to 
insurance services and promoting competitive and cflkxst 
custom-oriented services. However, action to thesethrectwns 
has to wait until the next year's elections are out of the way. 
Hopefully, this cynical game will not succeed. Inflation, 
which concerns die common people most of aH. is unlikely 
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to be controlled by reducing customs and 
excise duties on commodities of middle 
cites consumption. The anti-poverty 
programmes are too meagre to have any 
significant impact on poverty. The resort to 
the banking system for the government's 
infrastnictund projects will deprive many 
amall-acale borrowers of bank credit. At the 
other end. the reduction in customs and 
excise duties is bound to further stimulate 
the consumption of the middle classes with 
advene consequences for domestic saving 
and investment. Also, with the meagre 
central transfers to the stales proposed in the 
budget, there can be little hope of any worth¬ 
while improvement in social sector outlays. 

The finance minister’s argument that 
following tbc tenth Finance Commission’s 
recommendations the flow of funds to die 
states would increase by 22 per cent from 
Rs 28,832 crate in 1994-95 to Rs 35,035 
crore in 1995-96 is a piece of obfuscation. 
In the first place, among all the Finance 
Commiaaions so far the tenth Commission's 
recommendations (as accepted by the 
government) appear to have been the least 
generous towards tbc states. While it has 
recommended an increase in the states' 
share in the net proceeds of shareable union 
excise duties from 45 per cent to 47.5 per 
cent, it has also recommended a reduction 
in the states' share- of taxes on income 
from 85 per cent to 77.5 per cent. True, non- 
plan grants, as per tbc tenth Finance 
Commuxion'srecammendatioii*. are higher 
by Rs 3.689crore in 1995-96. but the centre 
has simultaneously reduced plan grants to 
states by Rs 2.478 crore. In the first year 
following Che ninth Finance Commission’s 
report, namely. 1990-91. there had been a 
26.1 per cent rise in net resources transferred 
to state governments, whereas in the first 
year of the tenth Commission's dispen¬ 
sation the increase works out to just 5.2 per 
cent. Even if the unexpectedly large small 
saving collections transferred to the states 
in 1994-95 are excluded, the increase in 
resource transfers in 1995-96 does not 
exceed 12 to 13 per cent. The state's 
development expenditures, which were 
rising at tbc rate of 18 per cent per annum 
during 1985-86 to 1990-91, have there¬ 
after risen by 13 per cent per annum during 
1990-91 to 1994-95. If inflation rate dif¬ 
ferences are taken into account, the rate of 
increase in real development expenditure 
may have fallen dramatically from about 10 
percent to 2 percent per annum between the 
two periods. 

A major stratagem of tbc budget for 
1995-96 is to pass on part of the burden of 
development in agriculture, tribal areas, 
kbadi and village industries and hand loom 
and small and tiny units to banks and 
concerned financial institutions. The govern¬ 
ment has proposed the setting up of a new 
rural infrastructural development fund in 
the NABAR0 for providing loans to state 
governments and state-owned corporations 
for completing ongoing prefect* relating 
to medium and minor irrigation, soli 
conservation, watershed management and 


otter fonts of rural Jofraatnienire. The Amd 
would be created ftomoulof the contribution 
of banka to the extent of thoh shortfall in 
achieving priority sector lending target for 
agriculture aubject to a maximum of 1.S per 
cent of a bank’s net credit In the first place, 
this should have been restricted to only 
those banks which do not have the necessary 
infrastructure in the form of rural or semi- 
urban branches to service agricultural loans 
in the initial period of their operations. For 
other banks, which constitute the bulk, 
priority sector lending cannot be substituted 
by finance for infrastructure lending, the 
two should be considered complementary. 
Admittedly there are targe shortfalls in 
priority sector lending by banks - rough 
estimate of the annual shortfall in agricultural 
lending would he Rs 9,000 to Ks 10.000 
crore - hut they should have been prevented 
through rigorous performance criteria for 
the banks. Yet another question would be 
the rate at which the state governments 
would be lent money under the scheme. As 
there is state government guarantee for the 
loans so granted, the rate of interest (not 
revealed as yet) has to be moderate 
commensurate with the project profile of 
infrastructure development in agriculture. 
The proposal* contained in the finance 
minister's budget speech for expanding 
institutional credit for khadi and village 
industries and for small-scale sectors do not 
address the problem of an acute reluctance 
on the part of scheduled commercial hanks 
to lend in favour of the priority sectors, as a 
consequence of the financial sector reforms. 

Yet another much-publicised budgetary 
programme relates to an increase in the 
centre's expenditure earmarked for the 
department of rural development. In the 
first place, the increase is meagre, from 
Rs 7.336,80 crore in 1994-85 (revised 
estimates) to Rs 7,718.06 crore or just by 
5.2 per cent. Secondly targets have been 
slashed in physical terms: from 1,150 million 
mandays of employment to 917.23 million 
mendsys under the Jewabar Rozgar Yojana. 
or from 23.5 lakh to 19.5 lakh of rural 
families below the poverty line to be assisted 
under the integrated rural development 
programme (IRDP). Five years ago in 
1989-90. the target was to assist 29.11 lakh 
poor rural families under the IRDP 

This narrowing of target* could not have 
been otherwise, for the government has 
hardly mobilised any additional resources 
in proportion to tbc growth of GDP during 
the past five years or so. Gross tax revenues 
of the central government as percentage of 
GDP has declined by over a percentage 
point from 11.3 percent in 1989-90to about 
9.90 per cent in 1995-96 (budget estimates). 
The claim that the reduced tax rates have 
brought in better tax compliance and 
additional tax revenues has to be accepted 
with a pinch of sah, for if the gross tax to 
GDP ratio for the central government had 
remained at 11.3 per cent which generally 
obtained in the second half of the 1980*, the 
absolute amount of additional revenue 
accruing to the government would have 

i 


bean a whopping Rs I3,l»nrore crime 
per year. In regard to higher coHactloo* 
under corporation end income taxes during 
1994-95 in particular, the government's 
perception that reduced tax rates havs brought 
about Improved tax compliance can only be 
called a self-imposed deception. Higher 
corporation and income tax collections have 
come about because a large number of 
companies have garnered phenomenal 
amounts of other incomes and non-operaiinc 
profitsduring 1993-94 and 1994-95: salaries 
of high income earners in the financial 
sector and even in manufacturing firms have 
shot up during the past two to three years m 
rates of increases far beyond the increases in 
GDP at current prices. Non-petroleum 
imports have risen by over 30 per cent in 
1994-95 and hence a rise of abent 19.2 per 
cent in customs revenue in the wake of 
reduced rates, cannot be said to be due m 
better tux compliance; like... ms. the 
estimated rise of 16.4 per cent in union 
excise duties when large companies have 
generally been reporting even 25 per cent 
rise in sales turnover. 

As a result of tbc reduced tax mobilisation 
in relation to increases in nominal GDP and 
the failure u> contain non-development 
expenditure growth, the goal of achieving 
fiscal correction has remained a distant 
dream and the quality of fiscal adjustment 
made so far has been poor. Manmoban 
Singh has declared that large revenue deficit 
was a curse of the Indian fiscal system, hut 
in hi* regime it has galloped from Rs 18.562 
crore in 1990-91 to Rs 32.716 crore in 
1993-94 to Rs 34.132 crore in 1994-95 *nd 
now finally to Rs 35,541 crore in 1994-9) 
Even tbc proposed decline in revenue deficit 
to GDP ratio from 3.8 percent in 1994-9) in 
3.4 per cent in 1995-96 after it had attained 
4.2 per cent in 1993-94, may turn out to be 
only wishful thinking. For. the budget b»< 
not taken into account the possible i me run 
relief that the government may have tn 
confer in the wages and salaries of 1 
government employees which may be 
recommended by the fifth Pay Commission, 
(mindboggling expectations have been 
generated in the minds of the government 
employees in this respect) and tbc necom 
mendation* will coincide with the impend¬ 
ing general elections. A 10 per cent re* 
in pay and allowances of central govern 
men! establishments including defence 
personnel implies about Ks 2,300 crore 
additional expenditure ina full year. Bcsuk*. 
the final expenditure figures always |url 
out to be higher than the budgeted amounts 
In 1994-95. such excess nse was of d* 
order of Rs 6,097 crore (excluding ** 
increased small saving transfers), tbc but 
of it being under re venue expenditure Son* 
problems may also arise on the reccip* 
side, particularly in capital receipts such* 
PSU equity disinvestments which * 
supposed to be stepped up from *>** 
Rs 2.800crore in 1994-95 tolU 7000 cne 
in 1995-96. The resource requirement'^ 
public enterprise through bonds 
debentures have also been raised fn* 



R* J54aw» and it* role laaocki-eeooomic development MAHARASHTRA 

in 1995-96. In 1994-99. tfw tfeortfaHi in that U germane to to* possible impact on 
market and other long, Aedfeim and short- economic activity. Domestic mdufUrial NOfl-COflgreSS, 
term borrowing* ana in diainveatmcnt of activity will al*o be affected by indU- w - . 

equity holding* by toe government wu criminate reduction* in import duties on NOH*!V18r8lll2 

compensated for by (be net accrual to the machinery item*, machine tool* and part* 

centre of R* 4,351 crore (agai n*! the and component* to only 25 per cent. There THE eighth aeaemhly election in 

budgeted amount of R« *48 crore) under are genuine fear* amongst Indian Maharashtra witnessed two records being 

small saving*. Tbccostojfborrowing* would indu*triali*t* that opening up of the capital *et in the <tatc’« politic*. First. the election 

also be much higher during 1995-96 than in good* market with *uch low protection *aw the bighe*t percentage of voter turnout 

the previou* year; the internet rate* on rale* may jeopardite their growth in the *ince the formation of the state in 19(0 and. 

government borrowing* have been kept medium-term. second. for the firm timcsCoogrctsguvern- 

down during 1994-95 because the Finally, the government'* hope of ment wa* voted out of power in the state, 
government bus been able to mop up the containing inflation within 7 to 8 per cent In face of the severe beating the party is 
surfeit of liquidityartificially created nut of during 1995-96 appear* *omewh*t f*r- receiving in various stales across the coun- 

tlic portfolio capital inflow from abroad, fetched. The widely publicised aspect of the try. one expected serious introspection from 

The money market has already started budgetary policy is the unduly low import the Maharashtra Congress leadership. In- 

experiencing stringency which i* likely to duties on basic and intermediate good* and stead it has been dishing out platitudinous 

persist during 1995-96. The provision ol to reduce excise duties on items of middle explanation* for its defeat. Shivajirao 

interest payment* ha* been brought down as class consumption like plastics, metal*. Dcshmukh, the MPCC chief, called the ver 

between tlic budget and rcvised cslim.ilcs of glassware, aerated water, glazed tile*. diet a "temporary setback in the Congress. 

1994-95.fromRs46.000crorctoKs44.000 cosmetics, perfumed antiseptic cream, taking false solace in tbc golden past of a 
crore or from 53.4 per cent of the centre * polymer-based paints, audio and video now highly factionalixed and crisis-ridden 

total revenue receipt.* lo49.5 per cent; in the magnetic tapes, dry cell batteries, parts of party. A* tbc results were being declared, 

budget for 1995-96. it ha* been pushed up motor vehicles, etc. Whilepricesofsomeof the Congress prided itself on emerging a* 

again U* R* 52.000 crore or 51.5 percent ol tliese items may come down initially the the single largest party and for some time 

revenue receipt*. Overall, the government policy is unlikely to make a significant even toyed with the idea of making a hid to 

would be hard put to achieve even the impact on the general price level, nor will farm the government. But realising that it 

moderate decline in revenue deficit to GDP the prices of mass consumption goods, which would he too much of an exercise roping in 

ratio or to contain the gross fiscal deficit U> have experienced phenomenal increases in all the victorious party rebels, the leadership 

GDP at 5.5 per cent. In any case, the the recent period, fall. In these goods, the made a show of bowing to the mandate and 

government's resource requirements even role of speculation and hoarding cannot be allowing the BJP-SS combine to form the 

at that level arc sure In put tiemcndous ignored With the sizeable holding power of government. A Marathi newspaper editorial 

pressure on the financial system and push the rich farmers and traders, the decline in even praised the Congress decision when, in 

up the interest rale* to rather dramatically the rate of growth of money supply in the fjct. the issue was one of straightforward 

high level* as the year 1995-96 may nut see aggregate docs not help to contain such admission of defeat 

(he availability of high liquidity from hoarding and speculation unless the state is The reason* for the ‘ ongress defeat are 

external sources. prepared to take administrative actions various: the Bombay nots, tbc Muslim alien- 

The centre's budget for 1995 96tsunlikcly dm-ugh vigorous implementation of the ation due to tbc misuse ofTADA in the wake 

to contribute to any expansion in Essential Commodities Act and such other of the bomb blasts. Khaimar's allegation* 

development activity because the total legal provisions. As it is. in the immediate against Sharad Pa war of corruption and 

development cxpenditurcconsisting of iron- period, monetary expansion cannot be links with tbc underworld, tbc Jalgaon tex 

plan development expenditure and plan arrested: for. the government is likely to scandal and. to top everything, tbc death of 

expenditure would show an absolute pump in as much as Rs K.000crore through 113Gowari*inasiampedcinNagpur.These 

reduction in nominal terms during the year additional primary money creation during incidents dwarfed whalevergains the Sharad 

The total plan expenditure which went up tlie month of March 1995 alone, which will Pawar government could boast of-the claim 

by 13.8 per cent from Rs 42.855 crore have its secondary effects in tbc first half of of promise* of Rs 1,00.000 crore of foreign 

during 199.3-94 In Rs 48,761 crore during 1995-96 Until early March tin: centre’s investment in th< state and a state-initiated 

1994-95 is expected to decline to Rs 48.500 budget has been in surplus to the extent of womens policy. That the Congress aimed 

crore in 1995-96 Non-plan deveh-ptnent about Rs 2.000 crore and now the revised to project economic liberalisation a* toe 

expenditure consisting ofnon plan revenue estimates place the budgetary deficit at main plank of its electoral campaign he- 

cxpcndilure* for social and economic Rs 6,000 cri>ro for the whole of 1994 95. came evident when it invited Manmohaa 
services and non-plan capital expenditure Yet another source of inflation is the Singh to flag off its campaign Pawar. too. 

together would experience a fall from sizeable amount of fiscal deficit which, in during his tours of the state, kept hoping «■ 

R* 8.590crorein 1994-95 to Rs 7.955 crore the final analysis, is unlikely in he lower aggressive industrialisation' a* the toppri- 

iii 1995-96 after experiencing a rise of 5.2 than about 6 percent of GDP. Besides it is ority of his would-be government. But little 

percent from Rs 7.521 crore in 1993-94. the current, unproductive or non-develop- did the party realise that the one-point 

It industrial activity has revived during mental expenditure which is a definitive programme of economic bbcraliutoonholdc 

I '>94 -95. it is partly due to the fact that the source of inflation. While the total little attraction forthc majority of the Mate’s 

centre's total capital expenditure, which expenditure proposed in thccentre * budget population 

experienced an erosion even in nominal for 1995-96 would rise by 6 I per cent from The internal feud* in the Congress over 
terms between 1990 91 (Rs 31.782 crore) Rs 1.62.272 crore to Rs 1,72.151 crore. ticket distribution al«o «ccm*<ohave grave- 
•ukI 1992-93(Rs 29.916 crore) and a modest revenue expenditure would rise by 10,9ncr ly affected the Coo gres* electoral prospect* 

recovery in 1993-94 tRs 33.684 crore), has cent from Rs 1.22,902 crore to R* 1,36.328 In the earlier election there had been Cos- 

shown a sharp rise by 16 9 per cent to crore. but capital expenditure would show gross rebel candidates m a few pockets of 

Kn 39.370 crorc in 1994-95 In 1995-96. it an absolute decline by 9 per cent from Vidarbh* and Marttbawada. On tot* occa- 

tsexnoetedloregixtcranabsolutedcclineto Rs 39.370 crore to K* 35.82.3 crore. In the sian. tbc phenomenon spread to some 200 

Rs 35,823 crore, partly because the meantime, if any interim relief a* per tbc seals all over the stale Significantly, the 

collection* under small savings arc expected Pay CommissKw's recommendation* are rebel* dealt a major blow to toe party in 

lo he lower. Aside from (lie source* of the to be awarded the composition of expen south Maharashtra, norm*By known v* he 

expenditure shortfall, it is the perspective diturc would further deteriorate in favour of the bastion of toe Congress This time <wfy 

that i* brought to bear on public expenditure higher consumption expenditure 36 out of 75 official Congress candidate* m 
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*outb Mahamhtra got elected while 18 out 
of 54 rebel candidates registered victories. 

The disillusionment with the Congress 
lovemment was exploited to the full by the 
BJP-SS combine. It is said that the combine 
won 35 per cent of the votes, a notable 
improvement over its previous tally of 26 
per cent. Manohar Josbi has been made the 
chief minister keeping in mind his business 
son tacts and it is possible that Maharashtra 
may see far the first time a predominantly 
non-Marathi cabinet governing the state, 
tensing the importance of its victory, the 
JJP-SS combine is all set to demonstrate 
that a non-Congrcss government can rule 
he state for the full term of five years. Yet, 
>iven the differing views held by BJP and 
thiv Sena on major issues like statehood for 
Vidarbha and renaming of Marathawada 
Jnivcrsity and also given the uncompro¬ 
mising style of functioning of Shiv Sena 
eader Bal Thackeray, it will be a tightrope 
jvalk for the coalition government 

rHE ECONOMY 

distorted Outlook 

HE government of India's Economic Sur- 
■ey for 1994-95 provides a clear testimony 
hat the finance ministry’s many proposals 
or persisting with economic reform nica- 
ures through the central government bud 
,et for 1995-96 have been shot down by the 
olitical leadership in the context of the 
cries of state-level election reverses for the 
iling party, the intra-party bickerings and 
ic impending general elections in 199ft. If 
K Economic Survey is to he believed, the 
rcent budget ought to have persevered w ith 
ic refonn agenda in all spheres. 

Arguing that there is always the tempta- 
on <5f fiscal laxity for short-term gams, the 
Uirvev warns. "But history tcaclics that the 
osl< of fiscal populism can Itc extra*‘rdinur- 
j high and long-lasting”. According to it. 

' fiscal deficit continues to he high, the 
owth in private investment could he thou - 
ui by rising interest rates; all reforms in 
H fiscal area including reductions in (nor¬ 
mal direct lax rates and the reform of the 
trucUirc of the central excise and customs 
uties, have to he persevered with till com¬ 
pletion. The process of eliminating liccns- 
ig as a method of controlling imports should 
c extended further, "including in the area 
f consumer goods"; the fear that there will 
: an unsustainable upsurge in consumer 
oodx imports is unwarranted, since tariffs 
nd exchange rale management would pro¬ 
mt such an outcome. Willi a view lophas- 
ig out unnecessary legal and bureaucratic 
npediments. the Urban Ceiling Act. the 
ompanics Act and the Sick Industries Act 
red to be reformed so that speedy restruc- 
■ring, acquisitions and mergers take place 
> tools neixied for meeting the challenge of 
smpetiuon. Reform of labour laws is equally 
nportant as is improved regulation of equi- 
■ markets, banks, insurance and debt mar- 
:ls. On the insurance sector, "the viewx of 
~.e government on the recommendal ions of 
w (Malhotra) Committee have been 


crystallised and a decision cm major policy 
changes, including allowing entry of private 
insurance companies into the industry, is at 
in advanced stage of formulation’’. Amongst 
the constraints that exporters face, the labour 
policy for exporters' is more adverse than in 
competitor countries, inhibiting flexibility 
and responsiveness to world markets. Many 
exportable goods arc still subject to small 
industry reservations, which inhibit growth 
and quality exports. India should take ad¬ 
vantage of the vast new opportunities opened 
up in world trade in agriculture as a result of 
the Uruguay Round of multilateral trade 
agreements. For the imptuved availability 
of good quality infrastructure, especially 
power, roads, water amt telecommunica¬ 
tions. the policy of opening up to private 
investment and even private management 
and operation should be given further 
impetus and the user services have to be 
paid for with subsidies drastically reduced. 

While these amt many other aspects of 
individual (toliciesmay have some rationale 
at the micro-level, the Survey is on the 
whole impervious to the adverse repercus¬ 
sions of the new economic policies. The 
previous throe Economic Viincvv talked tul 
ntntxetuitoi economic reforms with a human 
face; there is hardly any mention of it in the 
latest document. Clearly if the mass ol 
people have to benefit from reforms. India 
has to address tire question of the acute 
social backwardness as reflected in poor 
health services, high level of illiteracy par¬ 
ticularly among women and the growing 
inadequacy of rural and urban infrastruc¬ 
ture. Tins is necessary not only for tackling 
the fundamental issue ot poverty but also tor 
two oilier reasons first, the poor cannot 
partake the benefits of development in a 
competitive environment and widely parltc- 
ip.iti'ry economic growth is not possible 
unless their skill levels arc Ircllcr than what 
they are at present; ami secondly, poor healtli 
and literacy standards will as senou' 
constraints on expanding j>mdtxiivity ami 
elfit icncy at the plant level including the 
achievement ol heller quality pioducl.s fot 
exports. It is not that the Econtwiic Sun ev is 
silent on lire social sector issues, but the 
perspective brought to bear on these issues 
is flaw-ed. The question**! social sectors amt 
die poor is Heated as a residua) issue and not 
as a precondition for healthy economic 
growth and an integral part of the develop¬ 
ment strategy. Stray data on improvement 
in real wages of unde tiled agricultural lalsHir 
ami estimates of additional employment do 
not disprove the tact that the vast masses ot 
the p*x*r are not the benefit juries of the 
exotic economic development which lire: 
new economic policy is bringing about. Tlie 
improvement in real agricultural wages dur¬ 
ing 1992-93 ami 1993-94 was cssAttially 
attributable to aquantum jump in foodgrain* 
output and stability in food prices: ax were 
the estimated improvements inemploymcnt. 
The fact is that the persistent decline in 
public investment in agricuif ure has hurl the 
production potential of the economy. The 
Economic. Survey also argues that resources 
for public investment can only bee* xnc avail- 
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a* brigades) mdfbrtffiiwcanheaoaWldrftvn 
The Survey repeatedly points out that the 
country xboukl attain the standards attained 
by our yompeti tor countries in Asia, that the 

with thoae^in other part* of Asia. ISbauhe 
labour policy should be made flexible so 
that it does not become more adverse than in 
competitor countries. In this regard, the 
whole body of research knowledge now 
coming out even from the World Bank and 
other multilateral agencies is illuminating. 
The fotlowingextracU from a World Bank' * 
Operations Evaluation Study (1992) on 
industrialisation in Korea. India and Indo 
ncsia should be an eye-opener: 

Front 1963. it (Korea) switched to a pri¬ 
marily export-oriented strategy, proving 
strong incentives and support for export* 
while pursuing impon-substitution in a range 
of new. increasingly complex, industries. Ire 
drive into these new industries, while large¬ 
ly in the private sector, was strongly direct 
ed by the government. Its policies to thre 
end included high and vanable rales ot 
effective protection, central allocation ol 
credit, a deliberate policy to create large 
conglomerate enterprises, minimal reliance 
on foreign direct investment, and close m 
ordination by the government on the pace 
and ibreclmn ol industrial development It 
is generally agreed thill the government's 
interventions played a central role in gunl 
mg. shaping and proimiting Korea's mdire- 
Inal developineni. 

The dove was -.uppoitcd by ;* rapid huiUt 
lip of skills .ii all level* and by extensive 
development ol the ccre-nce and lechnologv 
infrustmcture. .. Interventions in the tech¬ 
nology markets were- designed in >trcngih,-n 
local absorptive and later innovative capa 
hilitie* Unlike most ’classic’ impoil-cuh 
diluting regime*, however. Korea applied 
protection selectively, encouraged dome* 
tic competition, and Inrcvd early entry into 
export market* Ii maintained a distinction 
Ksweeii a relatively mature, competitive 
sector, which •ipernt«-*l in export markei- 
umk-r near bee trade condition*, and a *ei 
ol new nctiviiic-.* that were more highly 
protected, undergoing ' learning”. an*laimed 
primarily and initially at dome die market* 
Tltc evaluation study further aigucil that 
lire World Bank'* mactu pcrsjicciive jml 
genera) economic stance were badly biased 
in line with liberal views on trade strategy 
and undesirability of government interval 
lions, whereas its project work in Korea 
showed a much clearer appreciatnm of ea 
pahility hutklmg selectivity and institution¬ 
al prom**t ion; the project report* were more 
struc turalist and favourable to intervention* 
"The restrictive framework underlying the 
Bank’* analysis of industrialisation ha* led 
it to underplay and overlook the mien*-level 
process of capability acquisition which 
underpin* industrial success’". Almost allot 
tltc East Asian economic* nhaerved such 
selective intervention* in the form of mild 
repression of interest rates, directed credit, 
selective industrial pmmotiott and techno¬ 
logical adaption, import-sub*titulam. an*l 
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pcflefea A«t ptteW mttflfrctomd 

rI nort*.lti*time Maamobw Singh and Ms 
lc jfri of expert* in the finance mW*Uy take 
a lesson or two from these experience*. 

panchayats 

The Dark Side 

pPCENTRAliSATTON of power through 
nanch*y»t* - with the professed aim of 
democratising «wal society - may quite 
ulien subvert the objective, given the con¬ 
tinuing socio- cultural hegemony of the con - 
servative force* in the panchayats. A recent 
rcport from Rajasthan should he an eye- 
opener. Newly elected sarpauches of 18 
erum panchayats in Bassi block of Jaipur 
district have unanimously passed a rcsolu- 
„„n condemning, and deciding to boycott, 
tin: 'saathins' (women community workers 
'for social change), who in Rajasthan had 
heen working especially to bring about an 
end to the widespread system of child-mar- 
nagt in the slate. 

Incidentally. it was in a village in this 
urnc Bassi block that a saalhin. Bhawari 
IKvi. was gang-raped last year by local 
noons, because she tried to prevent tlic 
man luge of u child in the village Tire guilty 
are still at large and the local administration 
remains an impotent spectator In lad. the 
meeting of the sarpanche* which deculed to 
boycott the saathins was convened by the 
Hock development officer ol Bassi and w is 
also attended by the local Ml.A Thc 
.arpanches blamed the saathins for bringing 
a had name to the village community by 
.pie ailing the story' ofthe gang raj*. l-.vcn- 
u.illy, the will of the democratically! M 
.leelcd surpanchcs prevailed over the ad 
mnistrativc decision to assign a role to 

■ illage women community wotkers in (he 
el'onn programme to stopchild marriages. 

Tlie Bassi panchayat decision is not an 
■olated instance of patriarchal hegemony 
hat prevails in most parts o| the country- 
isle, particularly uithe Hindi spcaktnghcnrt- 
.iml lynching ot young men and women 
or daring to marry outside their caste groups 
imong the caste Hindu and scheduled caste 
'immunities, burning of so-called witches 
niung the litbaU in eastern India, pcrkccu- 
Mn of women on charges i <f adultcty among 
hi>hms are fairly common in our villages 
lies arc all perpetrated with popular sane 
°n. either in the form of the tiaditional 
illsge assembly of arbitrators or that of the 
iislern elected panchayats. The lowest and 
ilest alleys in our metropolises may mu 
useni a more dreadful record of crime 
uninsi women than does the smiting and 
- iceful countryside in India. The newspa 
■'is provide a daily calendar i tf the deeds of 

■ llish curelly and hidden wickedness that 
’ on in the village*, year in. year out. In 
esc circumstances, the 71rd constitutional 
fcndmcnt, and the provision for reserving 
re-third of panchayat teals for women in 
l|cr '<> empower rural women, may turn 
" to he a non-starter at the ground level. 
*wttg a* sarpanche* of the Bassi type 
winue to dominate the panchayats, the 


women mem he n - c o ns titut ing only one- 
third of the sarpsoebe*-■will be bypassed, or 
even harassed, if they dare to oppose the 
nude patriarchs of their villages. 

It is evident that altruistic legislative mea¬ 
sures from above can never empower the 
poor and the disadvantaged group*. The 
need for the growth of critics! awareness 
among the rural poor through political and 
other forms of mass mobilisation had been 
ignored for decades. Barring the frequent 
electoral campaigns, the rural masses in the 
Hindi heartland have hardly a chance to 
exercise their discerning faculties in the 
face of the challenge of changing realities. 
F.ven in such electoral participation - as 
welt as in the only movements that the 
villagers of this area had been involved 
during the last decade or so - they had been 
manipulated by political power-brokers into 
casteist and communal confrontations. This 
had only helped the reinforcement of con¬ 
servative and patriarchal norms in the res¬ 
pective societies of (he various religious and 
carte groups The creation of a basts for the 
much needed social changes in the Hindi 
heap land depends in a large measure on the 
development of a political movement there 
that can displace the conservative, divisive 
and patriarchal norms that prevail in village 
society, and their champ.nn» who rule that 
society, by a new set of egalitarian and demo¬ 
cratic norms and their representatives who 
need to emerge from witinn that society 

PHARMACHJTICAI S 

On the Political Agenda 

RF.GARDl.kSS ol what went before and 
what will come after, the formulation ol a 
rational drug policy by the BJP government 
tn Delhi is to he welcomed That the policy 
goes beyond mere rhetoric is evidenced by 
the lad that tlie government h i- taken steps 
to work out and publish an essential drug list 
comprising 275 generic formulations for 
mandatory use in all government hospitals 
and health centre* in the region. From whal 
is known about the pilicy its mam features 
are ensuring the availability of safe and 
effective drugs at all hospitals anti health 
centres; putting in place a gisxl quality 
control and assurance system, improving 
procurement, storage anti distribution of 
drugs; encouraging rational prescribing of 
medicines; promoting the use of generic 
names instead of brand names; strengthen¬ 
ing the health education programme and 
promoting research on all aspects of drug 
use. The publication of the essential drug 
list is a first step towards achieving these 
goals. Tlie list was constituted by a nine- 
member committee beaded hy a retired union 
health secretary. C R Vaidyanalhan and 
includes Ranjit Roy Chowdhury. emeritus 
professor at the National Institute of Immu¬ 
nology and UNESCO professor of rational 
use of Drugs, Bangkok, who rs credited with 
drafting the list. 'Hie drafting committee is 
now acting as a special purchase committee, 
until an in de p endent one is constituted. 
Going one step further, the government is 


constituting a state drug authority and has 
instituted a base-line survey on drug quality 
and wage in Delhi's public health institu¬ 
tion*. so that the impact of the new drug 
policy may be assessed at a later date. 

interestingly, the B IP has not been among 
the most vocal critiques of the centre'c 
attempts at foisting a pro-industry drug policy 
on the people, nor has it made rational thera¬ 
peutics or a people -oriented drug policy a 
consistent agenda. Why then should it he %o 
keen on promoting a rational drug policy’’ 
Certainly, it is not a populist measure, given 
that the changes underway, if the ptdicy is 
implemented in full, wiU be difficult to 
reverse - an essential drug list and changed 
prescription practices go a long way to¬ 
wards educating doctors (and patients), not¬ 
withstanding the fact there is bound to he 
laxity and corruption all down the ranks. 
Drug consumer activists have found that 
practising doctor* are often ignorant of the 
concept of an essential drug hrt and how to 
use it for ethical prescribing, bven with tiic 
unethical marketing practice* that drug com¬ 
panies will no doubt resort to tlierc is an even 
chance that doctors will find it caster and 
more satisfying fin terms of patient res¬ 
ponse! to prescribe essential genetic drugs, 
even if the polity is shelved later on 
The policy i' meant to he. and is. how¬ 
ever. a visible demonstration of tlie people- 
oriented concerns of tlie new government, 
adds immensely to it* credibility and in its 
implementation, to it* administrative capa¬ 
bility. It is hardly necessary I > re to mention 
that Delhi has ( >ne of the worst administered 
public health systems with an appallingly 
high number ol unhygienic and insanitary 
institutions. high level* of torruptkxi and 
unethical medical practices. It also has a 
Nursing Homes Act which is extremely 
poorly administered with few norm* on 
minimum required conditions. etc. even 
formulated. It should he noted, however, 
that the Delhi drug policy does not tnterfc re 
with the production eivt of pharmaceuticals 
- in any case, drug production is largely 
concentrated in the western region More¬ 
over. from whal is known of the policy, no 
guidelines have been drawn up on items 
such a* strictly implementing the Drug* and 
Cosmetics Act in respect of advertisements, 
promotion and marketing of drugs, etc For 
example, there is considerable scope for 
drug companies to introduce new alter¬ 
native* in the range of drugs which are to be 
bought and prescribed at the discretion of 
the individual hospital authority 
Tbc test of BJP's sincerity about • people- 
oriented drug (and health’’' pidicy would be 
its actions tn Maharasthra. which t* likely to 
have a BJP health minister and in Gujarat 
two states where the pharmaceutical indus¬ 
try is wtll-cntrenched Nevertheless.even if 
the party were to ignore such per ip he r al' 
issues m these two states, the extensive and 
intensive work of die drug consumer move¬ 
ment -which incident ally finds no wcMM 
in the Delhi health minister's official pro¬ 
nouncements - must be giv«o audit far 
putting druge-for-the-peopk on the pabfe 
cal ^enda. 
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CURRENT STATISTICS 


EPW Research Foundation 


Subsequent» dispensing with tbe industrial licensing system, investment proposed as per industrial entrepreneurs' memoranda (DBM) filad wtth the industry 
ministry has aggregated Rs 3.44,930 cmrewithaclaimed employment pot entialof3.22miliioaLlndujiirywise,foodatttri*.cheiiitcalj, textile* and metals account 
for 72 per cent of the aggregate investment proposed. As is the case of FDI flows, inveelmenl under IBM is acutely concentrated inafewMate* with Maharashtra 
andGufant attracting shout 37 per cent of the proposed investment: other states getting sizeable shares are UP (I1.2 per cent), MP (9.9per oont). AP (7.6 per 
cent) aqd Tamil Nadu (5.3 per cent). West Bengal (2.6 per cent). Bihar (1.2 per cent) and Karnataka (4 per cent) get relatively meagre proportions. 

Macroeconomic Indicators 


Index Nasabers of Wholesale 
Prices (1981-82=100) 


All Commodities 
Primary Articles 
Food Articles 
Non-Food Articles 
Fuel, Power, Light and Lubricants 
Manufactured Producis 
Food Products 
Food lodes (computed) 

All Commodities (Average Basis) 
(April-February 25. 1995) 


Cost of Living lathers 


Weights 


Variation 


I55E555E 


nt-to- Point 



1995 

Over 

Month 

Over 12 Months 

Fiscal Year So Far 1993-94 

1992-93 

1991-92 

1990-91 


Latest 

Previous 

1994-95 1993-94 





100.0 

284.5 

0.9 

11.4 

9J 

10.1 

9.6 

10.8 

7.0 

13.6 

12.1 

32.3 

296.4 

1.0 

15.4 

10.0 

14.4 

10.6 

11.5 

3.0 

15.3 

17.1 

17.4 

320.4 

-0.3 

13.5 

4.0 

14.3 

5.2 

4.4 

5.4 

20.9 

18.9 

10.1 

327.2 

3.4 

21.4 

20.6 

16.8 

20.1 

24.9 

-1.4 

8.1 

19.3 

10.7 

281.4 

0.0 

1.6 

12.7 

U 

12.6 

13.1 

15 2 

13.2 

14.4 

57.0 

278.3 

0.9 

11.1 

8.6 

9J 

8.3 

9.9 

7.9 

12.6 

8.9 

10.1 

273.6 

-0.7 

9.1 

11.6 

8.5 

11.7 

12.3 

6.8 

10.2 

1X2 

27.5 

303.2 

-0.1 

12.0 

6.5 

12.3 

7.3 

7.0 

5.8 

17.1 

16.9 

100.0 

273.4 


10.8 

8.0 

10.8 

8.1 

8.3 

10.1 

13.7 

10.1 


Latest _ Variation (PerCent): Point-to-Point _ 

Month Over Over 12 Months Fiscal Year So Fa r 1995-94 1992-93 1991-92 1990-91 
Month Latest Previous 1994-95 1993-94 


Industrial Workers 0982=100) 

mF 1 

0.3 

9.8 

8.6 

9 

Urban Non-Man Emp( 1984-85=100) 

240 10 

0.8 

10.1 

6.3 

8 

Agri Lab (July 60 to June 61=100) 

1297 12 

0.9 

11.2 

9.3 

10 


9.1 

9.9 

6.1 

13.9 

6.3 

- 

6.8 

13.6 

10.7 

11.6 

0.7 

21.9 


Moaey and Banking (Rs crore) 


_ Variation _ 

Fiscal Year So Far 1993-94 

1994-95 199.3-94 


Money Supply (M.) 

Currency whh Public 
Deposits with Banks 
Net Bank Credit to Govt Sector 
Bank Credit to Coniml Sector 
Net Foreign Exchange Assets 
Reserve Money 
Net RBI Credit to Centre 
Scheduled Commercial Banks 
Deposits 
Advances 

Non-Food Advances 
Investments 


Index Numbers of Industrial Weights 
Production (1980-81=100) 


503611 

100040 

400609 

217927 

273345 

70710 

164142 

97502 

362981 

196900 

183248 

148356 


5229(1.0) 
2441 (2.4) 
.3012 (0.8) 
2438(1.1) 
3925(1.4) 
57(0.1) 
5793 (3.5) 
2605 (Z7) 


70045 (16.2) 
17842 (21.7) 
51769(14.8) 
14141 (6.9) 
.36142(15.2) 
16983 (.31.6) 
25520 (18.4) 
719(0.7) 


59139(16.1) 
13115(19.2) 
45743(15.4) 
29157(16.5) 
13831 (6.3) 
184 39 (73.9) 
23506(21.2) 
5608 (5.8) 


2973(0.8) 47849(15.2) 42287(15.7) 

3514(1.8) 32482(19.8) 10026(6.6) 

3629(2.0) 29737(19.4) 5599(3.9) 

299 (0.2) 1583.3 (11.9) 25079 (2.3.7) 


66741 (18.2) 
1.3925 (20.4) 
51601 (17.4) 
27548(15.6) 
17068 (7.8) 
28775 (15.3) 
27843(25.1) 
263 (0.3) 

46560(17.3) 
12436(8.2) 
8272 (5.7) 
26867 (25.4) 


49344(15.5) 
7175(11.7) 
41741 (16.3) 
17975(11.4) 
32141 (17.1) 
3726(17.6) 
11274(11.3) 
4257 (4.6) 

37814(16.4) 
26390 (21.0) 
24317(20.1) 
15460(17.1) 


51653(19.4) 
8050 (15.2) 
43392 (20.5) 
18070(12.9) 
16225(9.4) 
10645 (100.6) 
11726(12.4) 
5904 (6.7) 

38216(19.8) 
9291 (8.0) 
9127 (8.2) 
15131 (20.2) 


<Xt Average lor Fiscal 
1994 1994-95 


Year So Fa 
1993-94 


1993-94 1992-93 1991-92 1990-91 1989-90 1988-89 1987-88 


General Index 

100.0 

238.1 

232.8 (8.0) 

215.6 (3.8) 

3.0 

2.3 

0.5 

8.4 

8.6 

Mining and Quarrying 

11.5 

245.8 

219.4 (6.2) 

206.5 (3.0) 

2.5 

0.5 

0.0 

4.5 

6.3 

Manufacturing 

77.1 

225.0 

224.4 (8.3) 

207.2 (3.1) 

2.2 

2.1 

3.0 

9.1 

8.6 

Electricity 

11.4 

318.3 

301.2 (7.7) 

281.5 (7.6) 

7.3 

5.1 

8.5 

7.8 

10H 



Capital Market 


National Index (1983-84=100) 1704 1708 1845 s * 16 

(-7.6) (73.9) 

• data pertaining lo March 11, 1994 ** data pertaining In March 9. 1994 

Foreign Trade Dec Cumulative for Fiscal Year So) 

1994 1994-95 199.1-94 


Exports: Rs crore 7490 57503(16.9) 49182(31.8) 

US $ mn 2387 18328(16.9) 15681(21 

Imports: Rs ctore 8587 63814 (23.9) 51477 ( 

US $ mn 2736 20339(23.9) 16413 (- 

Non-POL US S mn 22.70 161.78(33.1) 12I21(- 

Balance of Trade. Kt crore -1095 -6308 -2 

US Join -349 -201I 


Mar 10. 
1995 

Month 

Ago 

Year 

Ago 

1994-95 So Fur 
Trough Peak 

1993- 

Trough 

94 

Peak 

-{Mi 

1993-94 

4 Fl»o.a) Y' 
1992-93 

- 

1991 92 

3515 

3522 

3747 s 

3384 

4604 

2037 

4286 

3779 

2281 

4285 

(-6.2) 


(60.8) 





(65.7) 

(-46.8) 

(266.9) 

1704 

1708 

1845 s * 

1641 

2176 

934 

2050 

1830 

1021 

1968 

(-7.6) 


(73.9) 





G9.1) 

(-48.1) 

(234.1) 


18328 (16.9) 
63814(23.9) 
20339 (23.9) 
161.18(33.1) 
-6308 
-20M 


15681 (20.0) 
51477 (8.4) 
16413 (-1.3) 
12121 (-1.4) 
-2295 
-732 


69547 (29.5) 
22173 (19.6) 
22806 (14.9) 
23212(6.1) 
17456(10.6) 
-3259 
-10.19 


53688(21.9) 44042(35.3) 
18537(3.8) 17866 (-1.5) 
63375(32.4) 47851 (10.8) 
21882(12.7) 19411 (-19.4) 
15782(12.3) 14047 (-22.2) 
-9687 -3809 

-3.345 -1545 


32553(17.6) 
18143(9.1) I 
43193(22.0) 
24073(13.2) 
18045 (3.1) 
-10640 
-5930 


Foreign Kiduap Reserve 

(excluding gold) 


Mir 03. Mir 04. Mir 31, _ . 

1995 1994 1994 Month Year 

Ago Ago 


Fiscal Year So Far 
1994-95 1993-94 


1993-94 1992-93 1991-92 1990-91 


Rs crore 

62519.0 43940.8 47626.0 

942.0 

18578.2 

14893.0 23744.0 

27430 

5385 

10223 -1 

USSmn 

19989.0 13997.0 15176D 

337.0 

5992.0 

4813.0 7545.0 

8724 

731 
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retrial Entreptwxwrs Memoranda (IEMs) 


KrjrwtM Break-up 
MiHM 


set Group 


trad foodstuffs 
rages, ^pirtU and vinegar 
coo aad maaaf tobacco 
cal fneia aad petroleum 
ideals aad atlM induatriea 
or, plastic* and Ihcir 

KhlCtl 

M aad leather product* 

] and wood product* 
aad paper product* 
ilea 

metallic mi acral product! 
aad jewellery 
• metals aad articles 
electrical machinery 
rical machinery 
xm equipment 
al. aurgical and 
olographic 

Mfg (watcher, sports) 


lavaat- Per Cant Employ- Per Cent 
meat of Total meat of Total 
fapoeed Potential 

(Rain (Non) 

Billion) 


264.54 10.33 412833 18.62 

52.84 2.06 31436 1.42 

0.27 0.01 1641 0.07 

16.58 065 10132 046 

434.92 16.98 267692 1X08 


Sutowiao Break-op_ 1001 *"| I??* 

aflEMaHled lEMa laveat- Par Cant Employ-Per Cent 
Bled meat of Total mew of Total 
Proponed Poleatial 

(Raia (Not) 

State Billion) 


1.36 35877 

0.84 16199 

1X5 20267 

100.0 2216628 


Aadbra Pradeah 962 

Aaaam 39 

BSur 158 

Oujarat 2446 

Haryaaa 1105 

Himachal Pradeah 169 

Jammu aad Kaahmir 25 
Kara a) aka 610 

Kerala 145 

Madhya Pradeah 1048 

Maharashtra 3409 

Oriaaa 105 

Punjab 965 

Rajaathaa 997 

Tama Nadu 1324 

Uttar Pradeah 1779 

Weal Bengal 576 

Chandigarh 12 

Defci . 370 

Goa 103 

Othera 717 

Total 17064 


263j67 
10.38 

40.57 
597.09 
131.18 
48.36 

1X4 

137.07 

3547 

341.86 

679.78 

30.85 

126.57 
160.84 
184.00 
384.60 

88.73 

1X1 

57.58 

21.70 

106.54 

3449.29 


I89454 
4125 
24413 
449189 
189639 
53208 
6924 
90668 
27751 
269362 
581922 
42804 
276743 
201344 
223508 
3272SS 
121555 
3604 
41581 
12410 
86987 
3224449 


x: Annual Report 1993-94, Ministry of Industry, Govt of India, p.24 

action in Infrastructure Industries 


Source: SIA Newsletter, January 1995. 


ary/ 

tincture 


Icily generation 

del 

erndd 

eluding nuclear) 
e petroleum 
leum products 
hie steel 
ain plants) 
sat 

iron (N) 
lseo(PjO,) 
nue earning goods 
flic on railways 


Nov 
Unit 1994 


Variation over 
Month Year 


Cumulative for 
Focal Year So Pat 
1994-95 1993-94 


1993-94 


Fiscal Years 

1992-93 


1991-92 


Maton 
Mn kwh 
Mnkw 

Mnkw 
000 tons 
000 tons 

OCX) toes 
000 tons 
000 tons 
000 tons 
Matin 


1.81(8.78) 1.58 (7-58) 145.9(2.9) 141.8(4.8) 246-0-4) 238(3.9) 229(83) 

-1242 (-4.21) 2049(7.72) 225928(7.7) 209793(7.5) 323323(7-4) 300989(5.0) 286700(15) 

-1201 (-15.42) 972(17.3) 58308(16.6) 49995(2/4) 70311 (08) 69776 (-3.8) 72559(1.4) 

319(1.47) 1077(5.14) 167620(4.0) 159798(9.2) 253012(9.41 231213 (SjO)214150(11.1) 

-84 (-2.89) 578(25.7) 20971 (18.6) 17689 (-28) 27015(03) 26945 (-1JX) 30340(-«X) 

-158 (-3.18) 306(6.8) 37702(4.9) 35929(0.5) 54344(1.6) 53487 00.6) 48350(-O4) 


46(435) 107(11.1) 8118.9(8.1) 7512(4.8) 

-395 (-7.61) 423(9.7) 39833(7.7) 36999(5.3) 

-21 (-3.03)' 75(128) 5094.3(7-7) 4729.2 (-1.7) 

15 (8.06) 10 (5.1) • 1544.9 (49.9) 10306 (-37.1) 

025(0.8) 2(5.9) 233.4(1.9) 229.1 (1.5) 


11981 (5.7) 
57833 (6.8) 
7274 (-21) 
1810 (-21.0) 
362(341 


11333(126) 10570 (-1.1) 
54140 (-53) 57100(4.0) 


7431 (1-2) 
2292 (-103) 
350(3.4) 


7300(4.4) 
2560(24.9) 
338 (62) 


:e: Monthly Economic Report, January 1995, Dept of Economic Affairs, Govt of India 
% Number* of Industrial Production 


CtmaiUliva for 


Based Classification 
3-81*100) 


: industries 

al goods industries 

mediate goods industries 
« 

tuner foods industries 


r n on durabl e s 


Weights 

Oct 

Month 

Year 

BacalY 

ear So F*r 




I 



1994 

Ago 

Ago 

1994-95 

t993-94 

1993-94 

199293 

1991-92 

1990-91 

1989-90 

394.18 

260.0 

2463 

235.0 

247.0 

236.9 

2424 

2329 

226.9 

213.1 

199.4 



(55) 

(10.6) 

(4.3) 

(7.2) 

(40) 

06) 

. (6-5) 

(6-9) 

(54) 

164X7 

275.2 

335.9 

240.6 

2773 

228.0 

253X 

2663 

266.8 

291.7 

251.4 



M*,D 

(14.4) 

(217) 

(-6.7) 

(-5.0) 

(-0-1) 

(-83) 

(16.0) 

a».7) 

205.07 

204.6 

207.1 

196.1 

207.6 

1983 

203.0 

1826 

173.2 

176.9 

168-8 



(-1X) 

(43) 

(4.6) 

002) 

(112) 

(54) 

(-21) 

(4.8) 

(4X) 

236.48 

204.8 

203.3 

183.7 

199.9 

.186,2 

1973 

194.3 

190.8 

189 JO 

171.0, 



(0.7) 

(11.5) 

(74) 

(3-D 

0-7) 

(3.8) 

(10) 

(6.7) 

(63) 

25.50 

3528 

373.4 

361X 

3723 

3427 

>66.6 

317.8 

320.6 

359.7 

325D 



(•5-5) 

(-15) 

CM) 

(14.1) 

054) 

(-<«> 

(-103) 

(10-7) 

(2-4) 

210,98 

186,9 

1828 

1622 

179.) 

1673 

177.4 

179.4 

I7S.I 

1*4.3 

IS9.1, 

• 


OX) 


(7.1) 

<0.7) 

f-»t> 

(5.1) 

(43) 

(5.7) 

(7-6)1 


Supncript raaml deMtel aaflh to WUefi figure relates, a f, anpe r sc rip t * stands for June. («> Bgnraa in brackets ate 
ovnt tha oossyrabU parsed of the previous y—r ua l n e a u aha t wiaa a pw i fl n d (ist) - mra a a not avai lable 
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MADRAS CEMENT 

; Expansion Projects 

MADRAS CEMENT (MCL). the flagship 
company of the Madras-based Ramco group, 
is the fourth largest cement manufacturer in 
the south. Even though the cemenrfndustry 
facqd a recession in 1992-93 MCL was not 
very badly hit by it The company has showed 
improved performance in 1993-94, with net 
sales going up by 18 per cent (Rs 36.87 
crore), operating profit by 18 per cent 
(Rs 8.44 crore) and net profit by 10 per 
cent (Rs 1.97 crore). Depreciation and 
interest charges were up by 36 per cent 
(Rs 4.61 crore) and 21 per cent (Rs 6.58 
crore), respectively. Non-operating 
profit increased by Rs 35 lakh while other 
income rose by Rs 123 lakh. Imports fell 
by 42 per cent (Rs 1.24 crore) while exports 
were up by 25 per cent (Rs 4.64 crore). 
A dividend of 51 percent was anpounccd 
for the year as against 45 per cent in the 
previous year. 

Debt-equity ratio declined from 120 per 
cent in 1991-92 to 117 per cent in 1992-93 
and 76percent in 1993-94. Short-term bank 
borrowings to inventories increased by 6 
percentage points in 1992-93 and by 11 
percentage points in 1993-94. Sales to total 
assets fluctuated at 120 per cent in 1991-92. 

100 per cent in 1992-93 and 112 per cent 
in 1993-94. Sales to gross fitted assets too 
fluctuated at 113 per cent, 96 per cent and 

101 per cent in the same period. Sundry 
creditors to current assets increased from 
18 per cent in 1991-92 to 26 per cent in 
1992-93 and 32perccntin 1993-94. Exports 
to sales increased from 8 pa- cent in 1992-93 
to 9 per cent in 1993-94. Growth in 
inventories declined sharply in the past three 
years. Return on investment fluctuated at 22 
pa cent in 1991-92, 15 pa cent in 1992-93 
and 17 pa cent in 1993-94. Raw materials 
consumed to value of production alia being 
steady at lOper cent during 1991-93, declined 
to 9 per cent in 1993-94. Earning pa share 
fluctuated at Rs 64 in 1991-92, Rs 27 in 
1992-93 and R* 30 in 1993-94. Remuneration 
to employees fluctuated at 11 per cent in 

991 -92,16 pa cent in 1992-93 and 15 pa 
sent m 1993-94. 

The company has undertaken major 
expansion plans. It already has one unit in 
T amilNadu and anotbain Andhra Pradesh, 
t plans to aet up its third cement unit at 
iYkby in Tamil Nadu, with a capacity of 
j lakh tonnes pa year at a cost of Rs 150- 
!00 crore. Otba plans are a new spinning 
mit to emphasise its presence in the textile 
ector; expansion of the Andhra Pradesh 
xtnent unit by 1 lakh tpa; a 5 lakh tpa 
.rinding unit for the Visakhapatnam steel 
>lant and installation of DO seta at all the 
cement plants to ensure reliable supply of 


power. MCL also {dans to set up a cement 
grinding unit in Sri Lanka with an annual 
capacity of 5,50,000 tonnes. 

Andhra Pradesh has witnessed the 
mushrooming of mini cement plants which 
enjoy sales and excise tax benefits. This 
enables them to sell their output cheaply, but 
the company’s Ramco brand name 
commands a premium in the market The 
company claims that its hi-tech process gives 
it a Iowa power cost pa tonne of cement. 

The company invested Rs 12 lakh on 
Rand D in 1993-94. 

VIKRANT TYRES 

Rise in Costs 

Vikrant Tyres has been in loss for two years 
now. The company incurred a loss of Rs 6.37 
crore in 1992-93. In 1993-94, the company 
has again incurred a loss of Rs 3.6 crore. 
Net sales were up by 11 pa cent (Rs 26.39 
crore) and operating profit by 6 per cent 
(Rs 1.34 crore). Fall in depreciation by 39 
per cent (Rs 3.13 crore) more than 
compensated for the rise in interest charges 
by 9 pa cent (Rs 1.73 crore). Other income 
decreased by 5 per cent (Rs 18 lakh) while 
non-operating surplus increased by Rs 3 
lakh. Gross profit fell by 23 pa cent. Poor 
capacity utilisation of radial plant, where 
. production was suspended for four months, 
reduction in advance licence benefits, 
increase inpowa tariff and other inputcosts 
coupled with higba incentives given to 
dealers due to m arket recession and increase 
in term loan interest burden contributed to 
the net loss. Exports for the year were up 
15 per cent and imports by 59 per cent. The 
company added 14 more countries to its list 
for export destinations, thus taking the total 
to 51. The company exported 30 per cent 
of truck tyres produced during the year. It 
occupies the third position in the industry 
in terns of percentage of truck tyres exported 
to production. The company bis been granted 
export house status. 

Remuneration to employees has been 
steady at 48 pa cent for the past two years. 
Net value added to value of production fell 
by 5 percentage points in 1992-93 and rose 
by 1 percentage point in 1993-94. Return 
on investment fell sharply in the past two 
years. Exports to sales have been steady at 
19 per cent in the past two years. Sundry 
creditors to current assets increased from 
19 pa cent in 1991-92 to 20 pa gent in 
1992-93 and 33 pa cent in 1993-94. Sales 
to totil assets fluctuated at 105 pa cent in 
1991-92, 111 pa cent in 1992-93 and 108 
pa cent in 1993-94. Growth in inventories 
declined by 18 percentage points in the year. 
Inventories to sales fluctuated at 18 pa cent 
in 1991 -92,23 pa cad in 1992-93, and 22 
pa cent in 1993-94. Sales to gross fixed 


assets, after being steady at 155 per a 
during 1991-93, rose by ltSpercentagepaii 
in the yew. Short-term bank borrowings 
inventories declined by 1 percentage po 
' in 1992-93 and then rose by 10 p ar cca t a 
points in 1993-94. Debt-equity ratio a 
steady at 187 pa cent during 1991-93 a 
rose to 221 per cent in 1993-94. 

The company has taken steps to radu 
power consumption. An expenditure 
Rs SO lakh was incurred on R and D ac 
vities. Expansion in the radial truck tyi 
range fat export and designing of m 
patterns for existing sizes of tyres are sot 
of the department’s activities. 

INDO RAMA SYNTHETICS 

Polyester Project 

Belonging to the Indo Rama group. In 
Rama Synthetics has done well in 1993-1 
Net sales were up by 10 pa cent (Rs 12'. 
crore), operating profit by 12 pa cent ( 
3.73 crore) and net profit by 100 pa cc 
(Rs 10.76crore). Adcclinc in interest charj 
and depreciation by 27 per cent (Rs 3. 1 
crore) and 13 per cent (Rs 1.02 cron 
respectively and increase mother income 
49 pa cent (Rs 89 lakh) and non-opaati 
surplus by 380 pa cent (Rs 2.93 cim 
helped in keeping margins high. An enhanc 
dividend of 26 per cent was declared for t 
yew. Exports grew by 9 pa cent (Rs 5. 
crore) whi le imports were up by 703 per cc 
(Rs 86.95 crore). 

’ Debt-equity ratio fluctuated at 183 p 
cent in 1991-92, 137 pa cent in 1992- 1 
and234per centra 1993-94. Sundry creditc 
to current assets was steady at 12 per cei 
Sales to total assets fluctuated at 62 percc 
in 1991-92,83 per cent in 1992-93 and: 
per cent in 1993-94. Sales to gross fix 
assets too fluctuated from 90 pa cent. It 
per cent and 45 per cent in the same perio 
Inventories to sales fell by 21 perccnU; 
points in 1992-93 and then rose by 
percentage points. Raw materials consunv 
to vslue of production increased from 51 p 
cent in 1991-92 to 52 pa cent in 1992-! 
and 55 pa cent in 1993-94. Return < 
investment rose by 1 percentage point 
1992-93 and then fell by 6 percentage poii 
in 1993-94. Earning per share was sir* 
at Rs 4 during 1991 -93 and then rose to R< 
in 1993-94. Net value added to value 
production fell by 3 percentage points 

1992- 93 and baa now risen by as much 

1993- 94. Remuneration to employees w 
steady at 4 pa cent for two years and ro 
by 1 percentage points in 1993-94. 

The blended spun yam plant at Nagp 
began commercial production in Janus 
1994 and achieved l,273MTofproductio 
A major polyester project is coming up 
Nagpur to produce partially oriented ye 
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Financial Indicators 

Madras 

VSkraat 

Tyres 

!i 

Makartr 

.Spinning 

D+*r 

_ (India) 


March 

1994 

• 

March 
' 1993 

March 

1994 

March 

1995 

June 

1994 

June 

1993 

March March 
1994 1993 

March 

1994 

March 

1993 

* 

hww/iffiyfalliw 

1 Net sales 

t 

23793 

20106 

24943 

22304 

13372 

12127 

29269 

26327 

30818 

24760 

2 Value of production 

24032 

20381 

24659 

23315 

15167 

11413 

29815 

26374 

31380 

25118 

3 Other Income 

242 

. 119 

316 

334 

269 

160 

256 

203 

788 

426 

4 Total income 

24274 

20500 

24975 

23649 

15436 

11593 

30071 

26577 

32168 

25544 

5 Raw material •/■to rei and spares 
consumed 

3332 

2859 

15502 

15169 

8695 

6091 

13332 

13057 

9294 

7865 

6 Other manufacturing expense* 

8521 

7201 

2084 

1886 

1541 

1054 

3037 

1874 

10487 

8104 

7 Remuneration to employees 

985 

884 

2096 

1990 

558 

396 

1698 

1444 

1054 

978 

8 Other expenses 

5975 

4939 

3153 

2578 

1383 

1166 

4799 

4663 

7235 

5473 

9 Operating profit 

5461 

4617 ' 

2160 

2026 

3259 

2886 

7205 

5339 

4098 

3124 

10 Interest 

1733 

1512 

2049 

1876 

823 

1131 

1446 

1426 

1482 

1236 

11 Grou profit 

3765 

3107 

116 

152 

2806 

1832 

5886 

3933 

2636 

1912 

12 Depredation 

1721 

1260 

476 

789 

660 

762 

1125 

1036 

569 

430 

13 Profit before lax 

2044 

1847 

-360 

-637 

2145 

1069 

4756 

2895 

2067 

1482 

14 Tax provirion 

0 

0 

0 

0 

0 

0 

1720 

1068 

650 

450 

15 Profit after tax 

2044 

1847 

-360 

-637 

2145 

1069 

3036 

1827 • 

1417 

1032 

16 Dividends 

227 

190 

0 

0 

596 

399 

381 

252 

289 

91 

17 Retained profit 

1817 

1657 

-360 

-637 

1549 

670 

2655 

1575 

1128 

941 

Uabilities/aueU 

18 Raid-up capital 

665 

664 

1663 

1663 

3201 

2203 

861 

681 

2823 

457 

19 Reserves and surplus ' 

8379 

6633 

1747 

2059 

9013 

2468 

12870 

8289 

8963 

5027 

20 Long term loans 

6926 

8550 

7564 

6991 

28628 

6412 

9473 

5265 

5246 

2912 

21 Short term loans 

1451 

832 

4847 

3842 

500 

2206 

5588 

4832 

5702 

3995 

22 Of which bank borrowings 

1143 

771 

4262 

3339 

0 

154 

4620 

4619 

4147 

3425 

23 Gross fixed assets 

23397 

20868 

14560 

14337 

29275 

11086 

15760 

13778 

8721 

6814 

24 Accumulated depredation 

9616 

7906 

8633 

8258 

2391 

1686 

5261 

4211 

3377 

2805 

25 Inventories 

3132 

3040 

5694 

5151 

4350 

1084 

9048 

7124 

. 5722 

4494 

26 Total assets/liabililies 

21196 

19959 

22929 

19974 

43633 

14516 

32358 

27120 

27236 

17230 

MtseeBaneous Items 

27 Excise duty 

0 

0 

7838 

6267 

1082 

770 

895 

» 675 

783 

897 

28 Gross value added 

6562 

5492 

4361 

4080 

4610 

3478 

9049 

6750 

4832 

3955 

29 Total foreign exchange income 

2308 

1789 

4970 

4318 

6931 

6346 

3387 

3036 

2263 

1205 

30 Total foreign exchange outgo 

466 

544 

3378 

2129 

11139 

1541 

1424 

2321 

783 

375 

Key ftnandal and pcrfonnancc ratios 

31 Turnover ratio'(sales to total assets) (%) 

112.3 

100.7 

108.8 

111.7 

30.6 

83.5 

90.5 

97 1 

113.2 

143.7 

32 Sales to total net assets (%) 

136.6 

120.5 

157.5 

153.2 

32.3 

91.3 

101.7 

138.1 

135.6 

199.8 

33 Gloss value added to gross fixed 
assets (%) 

28.0 

26.3 

30.0 

28.5 

15.7 

31.4 

57.4 

49.0 

55.4 

58.0 

34 Return on investment (gross profit 
to total assets) (%) 

17.8 

15.6 

0.5 

0.8 

6.4 

12.6 

18.2 

14.5 

9.7 

1U 

35 Gross profit to sales (gross margin) (%) 

15.8 

15.5 

0.5 

0.7 

21.0 

15.1 

20.1 

14.9 

8.6 

7.7 

36 Operating profit to sales (%) 

23.0 

23.0 

8.7 

9.1 

24.4 

23-8 

24.6 

20.3 

13.3 

1X6 

37 Profit before tax to sales (%) 

8.6 

9.2 

-1.4 

-2.9 

16.0 

8.8 

16.2 

11 0 

67 

6.0 

38 Tax provision to profit before tax (%) 

0.0 

0.0 

0.0 

0.0 

o a 

0.0 

36.2 

36.9 

31.4 

30.4 

39 Profit after tax to net worth 
(return on equity) (“*>) 

22.6 

' 25.3 

-10.6 

-17.1 

17.6 

22.9 

22.1 

20.4 

1X0 

18.8 

40 Dividend (%) 

51.00 

45.00 

0.00 

0.00 

26.00 

22.00 

40.00 

37.00 

20.00 

20.00 

41 Earning per share (Rs) 

30.60 

27.68 

-2.16 

-3.83 

6.70 

4.85 

35.26 

26.83 

5.02 

2X58 

42 Book value per share (Rs) 

136.0 

109.9 

20.5 

22.4 

38.2 

21.2 

159.5 

131.7 

41.7 

105.4 

43 P/E ratio (baaed on latest and 
corresponding last year's price) 

300.6 

0.8 

-15.0 

0.0 

11.6 

11.7 

5.8 

14.2 

58.8 

34.5 

44 Debt-equity ratio (adjusted for 
revaluation) (%) 

76.6 

117.2 

221.8 

187.8 

234.4 

137.3 

69.0 

58.7 

44.5 

60.4 

45 Short totm bank borrowings to 
inventories (%) 

36.5 

25.4 

74.9 

64.8 

0.0 

14.2 

51.1 

64.8 

7X5 

76.2 

46 Sundry creditors lo sundry debtors (%) 

395.7 

338.3 

73.0 

47.9 

79.2 

35.5 

13.2 

78.3 

201 

16.5 

47 Total remuoenrion to employees 
to gross value added (%) 

15.0 

16.1 

48.1 

48.8 

12.1 

11.4 

18.8 

2V-4 

21.8 

24.7 

48 Total remuneration to employees 
to value of production (%) 

4.1 

43 

8.5 

8.5 

3.7 

3.5 

5.7 

5.5 

5.4 

3.9 

49 Gross fixed assets formation (%) 

111 

28.9 

1.6 

2.5 

164.1 ■ 

454 

14.4 

12.8 

65.1 

16.1 

50 Growth in inventories (%) 

3.03 

29.14 

10.54 

28.52 

301.29 

-47.33 

27.01 

28.4* 

27.33 

1771 


5*9 
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(POY), polyester staple fibre (PSF) and draw 
texterised yarn (DTY). Technology for the 
POY and poly condensation unit has been 
acquired from Du Pont of the US and for 
the PSF unit from Toyobo of Japan. The 
plant is equipped to produce 42,000 mtpa 
of POY and 25,000mtpa of PSF. A spinnin g 
unit with a capacity of59,184spindlesbuilt 
alongside has commenced commercial 
production. The completion of the project 
will make the company the second largest 
producer of PSF and POY in the country. 
The PSF will be further processed to make 
spun blended yam'. Indo Rama expects this 
kind of vertical integration to help it achieve 
economies of scale and export targets. The 
proposed expansion plan would cost around 
Rs 10 billion. To part finance this the 
company plans to launch an Euro issue Of 
$ 75 million. 

The company ’ s R & D department installed 
Zweiglc yam hairiness testing instrument 
which is used to determine the number of 
protruding fibres in a particular length of 
yam to improve the quality of spun yam. 
Also an on-line production and quality 
f monitoring system was installed which 
helped in quality improvement of yam. 

MAHAVIR SPINNING 

New Ventures 

Mabavir Spinning Mills, a subsidiary of the 
621 crore Vardhaman group, is a leading 
manufacturer of cotton and blended yams, 
sewing threads and mild steel billets and has 
shown improved performance in 1993-94. 
Net sales were up by 11 per cent, operating 
profit by 34 per cent and net profit by 66 
per cent Other income and non-operating 
profit were up by Rs 53 lakh (26 per cent) 
and Rs 1.07 crore (53 per cent). Taxation 
was up by 61 per cent, depreciation by 8 
per cent and interest charges by 1 per cent. 
But for these hikes, margins would have 
been even higher. A dividend of 40 per cent 
was declared for the year against 37 percent 
in the previous year. Exports were upby 11 • 
per cent, while imports fell by 43 pet cent. 
Export to sales ratio has been steady at 11 , 
per cent in the past two years. The export 
performance was achieved by the com¬ 
pany's 100 per cent EOU. The company 
expects the performance to improve with the 
comm : ssioning of the second unit and 
expansion plan at Malerkotla. 

Earning per share fluctuated at Rs 29 in 
1991-92, Rs 26 in 1992-93 and Rs 35 in 
1993-94, Growth in inventories declined by 
1 percentage point Gross savings to gross 
capita) formation was up by 17 percentage 
points. Net value added to value of production 
dropped by 3 percentage points in 1992-03 
and then increased by 5 percentage points 
in 1993-94. Debt-equity ratio fluctuated at 74 
per cent in 1991-92,58 per cent in 1992-93 
and 68 per cent in 1993-94. Sales to total 
assets fell from 100 per cent in 1991-92 to- 


97 pet cent in 1992-93 and 90 per cent in 
1993-94. Return on investment fell by 5 
percentage points in 1992-93 and then rose 
by 4 percentage points in 1993-94. 
Remuneration to employees to gross value 
added fluctuated at 19 per cent in 1991-92, 
21 per cent in 1992-93 and 18 per cent in 
1993-94. Raw materials consumed to value 
of production fell from 46 per cent in 1941- 
92to45 per cent in 1992-93 and 40 per cent 
in 1993-94. Sundry creditors to current assets 
showed sharp fluctuations. It rose by 6 
percentage points in 1992-93 and fell by 9 
percentage points in 1993-94. Short-term 
bank borrowings to inventories rose by 19 
percentage points in 1992-93. 

The company has major expansion-cum- 
modemis ation plans with focus on high value 
added products, modernisation and 
upgradation of product quality and service, 
material integration, import of technology 
and strategic alliances to enhance capacities 
through joint ventures. The company plans 
to set up a gassed and mercerised yam pro¬ 
ject at Hoshiarpur with an initial installed 
capacity of 3.5 tpd, with an outlay of Rs 50 
crore. For tfaik the company has tied up with 
a Korean firm. The products to be 
manufactured include value added textile 
yams for production of high quality fabrics. 
Another expansion scheme at its existing 
spinning unit at Malerkotla includes addition 
of 34.416 spindles to cater to the yam 
requirements of the gassed and mercerised 
yam project and otherprojects of group com¬ 
panies. The total cost of the project is esti¬ 
mated at Rs65 crore.Tomeettherequirement 
of customers for a complete package of sewing 
thread products, the company has entered 
into a joint venture, Babour Vardhaman 
Threads, with Babour Campbell group of 
Ireland. The company has secured rights to 
market the products in countries like Nepal. 
Bangladesh and Pakistan. 

The company proposes to make a 1:1 
bonus issue. It has been also given permission 
to make Euro issues worth $ 100 million. 

DABUR (INDIA) 

Rise in Sales 

Dabur (India) is an 110-year old group with 
a turnover of approximately Rs 400 crore. 
It has aprofile of450products, 22 of which 
contribute 70 per cent of the company’s 
turnover. The company has six divisions 
handling different product ranges - health 
care products, family products, natural 
gums, exports, pharmaceuticals and the 
veterinary products. * 

■ Net sides wentup by 24percent(Rs 6058 
crore) operating profit by 31 percent (Rs 9.74 
crore) and net profit by 37 percent (Rs 3.85 
crore). Taxation was up by 44 per cent (Rs 2 
crore), depreciation by 32 per cent (Rs 1.39 
crore) and interest charges by 19 per cent 
(Rs 2.46 crore). Non-operating profit fell by 
16 per cent (Rj 4 lakh) while other income 


was down by 84 per oect<!U 3.(Color*). 
A dividend of 20 per cent was declared for 
the year. 

Exports were up by 86 per cent for the 
year. New markets woe established in 
Hungary, Bulgaria, Slovenia, Ukraine, Italy, 
Spain and Malta. The consumer range has 
been extended by well accepted international 
range of luxury soaps and talcum powder. 
The company but plans to introduce a variety 
of new consumer products like herbal soaps, 
talcum powder, sandalwood and lavender 
and vinegar in different flavours. As for its 
overseas plans, the company has applied to 
the Pakistan Investment Board for setting 
up a manufacturing unit, it has received 
approval from the Bgyptian government for 
setting up ajoint venture unit, Dabur Egypt, 
which is under incorporation. It already has 
a subsidiary in Nepal and a wholly owned 
subsidiary has been promoted by the 
company in British Virgin Islands. Exports■ 
to sales ratio increased by 3 percentage* 
points in 1993-94. 

Inventories grew by 10 percentage points 
in 1993-94 and fell by 81 percentage points 
in 1992-93. Return on investment was steady 
for two years at 11 per cent (1991-93) and 
then fell to 9 per cent in 1993-94. Raw 
materials consumed to value of production 
declined from 22 per cent in 1991-92 to 18 
per cent in 1992-93 and 17 per cent in 
1993-94. Earning per share fluctuated at 
Rs 18 in 1991-92, Rs 22 in 1992-93 and 
Rs 5 in 1993-94. Remuneration to employees 
declined from 25 percent in 1991-92 to 24 
per cent in 1992-93 and 21 per cent in 
1993-94, while remuneration toemployccs 
to Value of production was steady at 3 per 
cent for all the three years. Debt-equity ratio 
fell from 61 per cent in 1991-92 to 53 
per cent in 1993-93 and 44 per cent in 

1993- 94. Sundry creditors to current asseti 
has been steady at 5 percent in the past two 
years after falling by 3 percentage points 
in 1992-93. Short-term bank borrowings 
to inventories fell from 85 per cent in 
1991-92 to 76 per cent In 1992-93 and 72 
per cent in 1993-94. 

As a part of its modernisation and 
expansion plans the company’s bulk drags 
and chemicals unit was expanded. Tbt 
company plans to launch new product ranges 
like dental carci soaps and shampoos to 
strengthen its position in the market. Tlx 
company has entered into joint venture 
agreements with Ouldcnhomt B V d 
Netherlands to manufacture and market 
various confectionery products. Another 
joint venture, Carbun India, was incopcrate 
with its works in Himachal Pradesh and 
products are expected to be launched u 

1994- 95. 

The company Invested Rs 90 lakb <* 

R and D. Research was directed towank 
pharmaceuticals, ayurvedic products 
cosmetics, toiletries, food products 
veterinary preparations and developmentd 
classical ayurvedic preparations. 


540 


Economic arid Political Weekly Much il> l^j 


E 





OF LIFE, LETTERS AND POLITICS 


Amusing lii 

G PD 


for Once? 


Zhirinovsky’s three-day visit was one amusing international event to 
have taken place in India after a long time, providing some relief in the 
dismal times we are required to live in, courtesy our new economic 
policies: However, it would be to underestimate this country to suggest 
that amusement in our public life was limited to the doings cf 
Zhirinovsky or T N Seshan. 


INDIA has always been a land of exotica. 
The west has tended to view things Indian 
js a shade mysterious and at times as out¬ 
right chaotic and unfathomable. There is one 
cinema handbook which has no entry on 
Indian cinema. The only entry there is 
Satyajit Ray and some Hindi movies are 
attributed to him. Considering the factual 
emirs that our own film encyclopaedia 
has made, the American handbook can be 
forgiven. But in the case of the American 
handbook it is hardly an error. For the 
westerners all Indian languages must sound 
alike anyway. (Our editors have no such 
excuse.) 

The land of the exotic is unfathomable, 
unreachable. It appeared as if this picture 
chan gedforawhile when Zhirinovsky visited 
India. This ultra-nationalist Russian must 
trace his pedigree to Solzhenytsin if .he has 
read him. It was the Nobel Prize winning 
Russian author who produced the gospel of 
Russian nationalism in his speeches at New 
York which are available in book form. If 
me read that book, one would lend to think 
>f Stalin in rather warm and friendly terms. 
Zhirinovsky has, ot course, gone several 
•teps beyond. In the end he has become 
rxotica of a kind. Russian exotica visiting 
he land of the exotica, in a manner of 
peaking.. 

The Russian found typical modem 
ndian exotica in the new middle class hero. 
T N Seshan. Zhirinovsky would like our 
hief election commissioner to go to Russia 
Jtd conduct elections there. The CF.C 
light agree if some film actresses, whom 
e admires, are also invited as deputy 
ominisaiooeni. Zhirinovsky however was 
ot only looking for exotica. He probably 
nderstood how the media and the middle 
lasses have valorised the man. He hoped 
' gain some mileage by making a special 
oint about him. At any rate, that would 
take his subsequent statements about the 
artition of India sound credible. The mad 
committed to India and its people inchid- 
>g the chief election commissioner. BJP 
ader Vajpayee's unrestrained delight at 
acting tills gentleman from the wild east 


of Europe was indicative of what sort of 
heroes sell in India. T N Seshan is one. 
Zhirinovsky is another. One thinks that there 
was no proper electoral/democratic process 
in India till be came to power. The other 
thinks that there would be no proper 
democratic process in Russia till he comes 
to power and, the Russian orthodox church 
willing, he might actually do so. The 
three days of Zhirinovsky's visit was one 
amusing international event to have 
happened in India after a long time. Some 
relief in the dismal times we arc required 
to live in presently, courtesy our new 
economic policies. 

However, one would be underestimating 
ibis country if amusement in our public life 
was limited to the deeds of Zhirinovsky and 
T N Seshan. Our ministers do not want to 
pale into insignificance in comparison. As 
if the current exercises in semi- fascist humour 
of Zhirinovsky or the moral pretensions of 
T N Seshan were not enough, the minister 
of state for external affairs has offered to 
look after gurdwaras in Pakistan. There is 
nothing political in this offer, he reassured 
the government of Pakistan. The offer was 
of rather old vintage, made some years ago, 
and was entirely religious. Shrines belonging 
to minorities have fallen on bad times in 
Pakistan. This is true of Sikh gurdwaras and 
Hindu temples. The record of the government 
of Pakistan even before fundamentalism had 
become the dominant force that it is today 
was not particularly creditable. All this is 
true. But one would normally expect an 
Indian minister to be a little more modest 


in these matters following the Ayodbya 
‘incident’. The offer came at a time when 
the VHPhad announced iu plans or intentions 
regarding the mosques in Banarn and 
Mathura. The minister was either unaware 
of this fact and had forgotten'lbe story of 
the Babri masjid in Ayodbya or seemed to 
believe that the Pakistanis would not know 
of the new game plan of the VHP and would 
have forgotten about the Babri mosque. 

People seem to be blissfully unaware of 
basic courtesies. The Pope was not courteous 
towards the Buddhists when be was visiting 
Sri Lanka very recently. The Pakistanis are 
cither sorting out their ethnic problems 
through bullets and bombs or are busy 
reaching new heights of fundamentalist 
militancy. Ourministcr seems to be unaware 
that making a 'purely religious' offer of 
safeguarding minority shrines in 
neighbouring states can have dangerous 
implications. Imagine a situation when 
Pakistan offers to protect minority shrines 
in Ayodhy a. Varanasi and Mathura. He might 
well have thought that such an absurd 
situation cannot arise here - because we 
have only 'disputed structures’ and no 
shrines, really speaking. 

You would agree that Indian politics can 
be an amusing game. Zhirinovsky's desire 
that T N Seshan should look after elections 
in Russia will never he fulfilled. R L Bhatia's 
purely religious offer to Pakistan would 
never be accepted. F.ven Shu and Sunni 
shrines are no longer safe in Karachi. The 
next step for our minister would be to suggest 
the protection of these shrines be handed 
over to India. A purely religious offer from 
a friendly neighbouring state can he madc k 
One can only hope that the imagination of 
our folks in the south block docs not run 
that wild. 

But then amusement is amusement. It 
should not be taken seriously in Russia, 
India. Pakistan or anywhere else. For people 
burdened with inflation and poverty and 
globalisation, the only way to survive is 
to look upon such imaginative feats as 
amusing times for a change and to hope 
that nothing disastrous follow.', the 
indulgent amusement 
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(FOY), polyeater staple fi bre (PSF) and draw 
texterucd yam (DTY). Technology for the 
FOY and pcdycoodentation unit has been 
acquired from Du Pont of the US and for 
the PSF unit from Toyobo of Japan. The 
plant is equipped to produce 42,000 mtpa 
of FOY and 25,000 mtpa of PSF. Aspinning 
unit with a capacity of59,184 spindles built 
alongside has commenced commercial 
production. The completion of the project 
will make the company the second largest 
producer of PSF and POY in the country. 
The PSF will be further processed to make 
spun blended yarn! Indo Rama expects this 
kind of vertical integration to help it achieve 
economies of scale and export targets. The 
proposed expansion plan would cost around 
Rs 10 billion. To part finance this the 
company plans to launch an Euro issue of 
$ 75 million. 

The company ’ s R & D department ins tailed 
Zweigle yam hairiness testing instrument 
which is used to determine the number of 
protruding fibres in a particular length of 
yam to improve the quality of spun yam. 
Also an on-line production and quality 
monitoring system was installed which 
helped in quality improvement of yam. 

MAHAV1R SPINNING 

New Ventures 

Mahavir Spinning Mills, a subsidiary of the 
621 crore Vardhaman group, is a leading 
manufacturer of cotton and blended yams, 
sewing threads and mild steel billets and has 
shown improved performance in 1993-94. 
Net sales were up by 11 per cent, operating 
profit by 34 per cent and net profit by 66 
per cent. Otha- income and non-operating 
profit were up by Rs 53 lakh (26 per cent) 
and Rs 1.07 crore (53 per cent). Taxation 
was up by 61 per cent, depreciation by 8 
per cent and interest charges by 1 per cent. 
But for these hikes, margins would have 
been even higher. A dividend of 40 per cent 
was declared for the year against 37 percent 
in the previous year. Exports were up*by 11 ■ 
per cent, while imports fell by 43 pef cent. 
Export to sales ratio has been steady at 11 , 
per cent in the past two years. The export 
performance was achieved by the com¬ 
pany’s 100 per cent EOU. The company 
expects the performance to improve with the 
comm : ssioning of the second unit and 
expansion plan at Malerkotla. 

Earning per share fluctuated at Rs 29 in 
1991-92, Rs 26 in 1992-93 and Rs 35 in 
1993-94. Growth in inventories declined by 
I percentage point. Gross savings to gross 
capital formation was up by 17 percentage 
points. Net value added to value of production 
dropped by 3 percentage points in 19?2-$3 
and then increased by 5 percentage points 
in 1993-94. Debt-equity ratio fluctuated at 74 
per cent in 1991-92, 58 per cent in 1992-93 
and 68 per cent in 1993-94. Sales to total 
assets fell from 100 per cent in 1991-92 to- 


97 per cent in 1992-93 and 90 per cent in 
1993-94. Return on investment fell by 5 
percentage points in 1992-93 and then row 
by 4 percentage points in 1993-94. 
Remuneration to employee* to grot* value 
added fluctuated at 19 per cent in 1991-92, 
21 per cent in 1992-93 and 18 per cent in 
1993-94. Raw materials consumed to value 
of production fell from 46 per cent in 1991- 
92 to 45 per cent in 1992-93 and 40 per cent 
in 1993-94. Sundry creditors to current assets 
showed sharp fluctuations. It rose by 6 
percentage points in 1992-93 and fell by 9 
percentage points in 1993-94. Short-term 
bank borrowings to inventories rose by 19 
percentage points in 1992-93. 

The company has major expansion-cum- 
modemisation plans with focus on high value 
added products, modernisation and 
upgradation of product quality and service, 
material integration, import of technology 
and strategic alliances to enhance capacities 
through joint ventures. The company plans 
to set up a gassed and mercerised yam pro¬ 
ject at Hosbiarpur with an initial installed 
capacity of 3.5 tpd, with an outlay of Rs 50 
crore. For thii the company has tied up with 
a Korean firm. The products to be 
manufactured include value added textile 
yams for production of high quality fabrics. 
Another expansion scheme at its existing 
spinning unit at Malerkotla includes addition 
of 34,416 spindles to cater to the yam 
requirements of the gassed and mercerised 
yam project and other projects of group com¬ 
panies. The total cost of the project is esti¬ 
mated at Rs 65 crore. Tomcet the requirement 
of customers for a complete package of sewing 
thread products, the company has entered 
into a joint venture, Babour Vardhaman 
Threads, with Babour Campbell group of 
Ireland. The company has secured rights to 
market the products in countries like Nepal. 
Bangladesh and Pakistan. 

The company proposes to make a 1:1 
bonus issue. 11 has been also g iven permission 
to make Euro issues worth $ 100 million. 

DABUR (INDIA) 

Rise in Sales 

Dabur (India) is an 110-year old group with 
a turnover of approximately Rs 400 crore. 
It has a profile of450products, 22 of which 
contribute 70 per cent of the company’s 
turnover. The company has six divisions 
handling different product ranges - health 
care products, family products, natural 
gams, exports, pharmaceuticals and the 
veterinary products. a 

■ Net sales wentup by 24 per cent (Rs 60.58 
crore) operating profit by 31 percent (Rs 9.74 
crore) and net profit by 37 per cent (Rs 3.85 
crore). Taxation was up by 44 per cent (R« 2 
crore), depreciation by 32 per cent (Rs 1.39 
crore) and interest charges by 19 per cent 
(Rs 2.46 crore). Non-open ting profit fell by 
16 per cent (ft* 4 lakh) while other income 


. ... . - . ; ; V' 

was down by 84per ttwt (R» 3.62 otw 
A dividend of 20 per cent Was declared t 
the year. 

Exports were up by 86 per cent for t 
year. New markets were established 
Hungary, Bulgaria, Slovenia, Ukraine, Ita 
Spain and Malta. The consumer range t 
been extended by well accepted intern stiot 
range of luxury soaps and talcum powdi 
The company has plans to introduce a vane 
of new consumer products like herbal soa{ 
talcum powder, sandalwood and lavem 
and vinegar in different flavours. As for 
overseas plans, the company has applied 
the Pakistan Investment Board for sett' 
up a manufacturing unit, it has receiv. 
approval from the Egyptian government t 
setting upa joint venture unit, Dabur Egy 
which is under incorporation. It already b 
a subsidiary in Nepal and a wholly own 
subsidiary has been promoted by t 
company in British Virgin Islands. Expo 
to sales ratio increased by 3 percents 
points in 1993-94. 

Inventories grew by 10 percentage poi r 
in 1993-94 and fell by 81 percentage poir 
in 1992-93. Return on investment was stea 
for two years at 11 per cent (1991 -93) a 
then fell to 9 per cent in 1993-94. Rt 
materials consumed to value of products 
declined from 22 per cent in 1991-92 to 
per cent in 1992-93 and 17 per cent 
1993-94. Earning per share fluctuated 
Rs 18 in 1991-92, Rs 22 in 1992-93 a 
Rs Sin 1993-94.Remunerationtoemployi 
declined from 25 percent in 1991-92 to 
per cent in 1992-93 and 21 per cent 
1993-94, while remuneration to employ: 
to value of production was steady at 3 j: 
cent for ail the three years. Debt-equity rat 
fell from 61 per cent in 1991-92 to 
per cent in 1993-93 and 44 per cent 

1993- 94. Sundry creditors to current assc 
has been steady at 5 percent in the past it 
years after falling by 3 percentage poii 
in 1992-93. Short-term bank borrowin 
to inventories fell from 85 per cent 
1991-92 to 76 per cent in 1992-93 and 
per cent in 1993 : 94. 

As a part of its modernisation a 
expansion plans the company’s bulk dm 
and chemicals unit was expanded. T 
company plans to launch new product ran 
like dental care; soaps and shampoos 
strengthen its position in the market. T 
company has entered into joint ventu 
agreements with Guldcnborst B V 
Netherlands to manufacture and mark 
various confectionery products. Anoth 
joint venture, Carbunlndia, was incorporati 
with its works in Himachal Pradesh a 
products are expected to be launched 

1994- 95. 

The company invested Rs 90 lakh > 
R and D. Research was directed towar 
pharmaceuticals, ayurvedic produc 
cosmetics, toiletries, food product 
veterinary preparations and development 
classical ayurvedic preparations. 
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Amusing Tunes for Once? 


GPD 

Zhirinovsky's three-day visit was one amusing international event to 
have taken place in India after a long time, providing some relief in the 
dismal times we are required to live in, courtesy our new economic 
policies: However, it would be to underestimate this country to suggest 
that amusement in our public life was limited to the doings of 
Zhirinovsky orT N Seshan. 


INDIA ban always been a land of exotica. 
The west has tended to view things Indian 
as a shade mysterious and at times as out¬ 
right chaotic and unfathomable. There is one 
cinema handbook which has no entry on 
Indian cinema. The only entry there is 
Satyajit Ray and some Hindi movies are 
attributed to him. Considering the factual 
errors that our own film encyclopaedia 
has made, the American handbook can be 
forgiven. But in the case of the American 
handbook it is hardly an error. For the 
westerners all Indian languages must sound 
alike anyway. (Our editors have no such 
excuse.) 

The land of the exotic is unfathomable, 
unreachable. It appeared as if this picture 
changed for a while when Zhirinovsky visited 
India. This ultra-nationalist Russian must 
trace his pedigree to Sol/hcnytsin ifjtc has 
read him. It was the Nobel Prize winning 
Russian author who pnxiuced the gospel of 
Russian nationalism in his speeches at New 
Yorit which are available in book form. If 
one read that book, one would tend to think 
of Stalin in rather warm and friendly terms. 
Zhirinovsky has. ot course, gone several 
steps beyond. In the end he has become 
exotica of a kind. Russian exotica visiting 
the land of the exotica, in a manner of 
speaking., 

The Russian found typical modern 
Indian exotica in the new middleclass hero, 
T N Seshan. Zhirinovsky would like our 
chief election commissioner to go to Russia 
and conduct elections there. The CEC 
might agree if some film actresses, whom 
lie admires, are also invited as deputy 
commissioners. Zhirinovsky however w&< 
not only looking for exotica. He probably 
understood how the media and the middle 
classes have valorised the man. He hoped 
lo gain some mileage by making a special 
point about him. At any rate, that would 
make his subsequent statements about the 
partition of India sound credible. The man 
is committed lo India and its people includ¬ 
ing the chief election commissioner. BJP 
leader Vajpayee's unrestrained delight at 
meeting this gentleman from the wild east 


of Europe was indicative of what sort of 
heroes sell in India. T N Seshan is one. 
Zhirinovsky is another. One thinks that there 
was no proper electoral/democratic process 
in India till he came to power. The other 
thinks that there would be no proper 
democratic process in Russia till be comes 
to power and, the Russian orthodox church 
willing, he might actually do so. The 
Uiree days of Zhirinovsky's visit was one 
amusing international event to have 
happened in India after a long time. Some 
relief in the dismal times we are required 
to live in presently, courtesy our new 
economic policies. 

However, one would be underestimating 
this country if amusement in our public life 
was limited to the deeds of Zhirinovsky and 
T N Seshan. Our ministers do not want to 
pale into insignificance in comparison. As 
if the current exercises in semi-fascist humour 
of Zhirinovsky or the moral pretensions of 
T N Seshan were not enough, the minister 
of state for external affairs has offered to 
look after gurdwaras in Pakistan. There is 
nothing political in this offer, he reassured 
the government of Pakistan. The offer was 
of rather old vintage, made some years ago. 
and was entirely religious. Shrines belonging 
to minorities have fallen on bad limes in 
Pakistan. This is true of Sikh gurdwaras and 
Hindu temples. The record of the government 
of Pakistan even before fundamentalism had 
become tire dominant force that it is today 
was not particularly creditable. All Ibis is 
true. But one would normally expect an 
Indian minister to be a little more modest 


in these matters following the Ayodhya 
'incident'. The offer came at a time when 
the VHPhad announced its plans or intentions 
regarding the mosques in Banaras and 
Mathura. The minister was either unaware 
of this fact and had forgotten the story of 
the Babri masjid in Ayodhya or seemed lo 
believe that the Pakistanis would not know 
of the new game plan of the VHP and would 
have forgotten about the Babri mosque. 

People seem to be blissfully unaware of 
basic courtesies. The Pape was not courteous 
to wards the Buddhists when be was visiting 
Sri Lanka very recently. The Pakistanis are 
either sorting out their ethnic problems 
through bullets and bombs or are busy 
reaching new heights of fundamentalist 
militancy. Ourminister seems to be unaware 
that making a 'purely religious’ offer of 
safeguarding minority shrines in 
neighbouring stales can have dangerous 
implications. Imagine a situation when 
Pakistan offers to protect minority shrines 
in Ayodhya. Varanasi and Mathura. HemijjJ\ 
well have thought (hat such an 
situation cannot arise here - bccaus r 
have only 'disputed structures' a- 
shrines, really speaking. -ototr* 

You would agree that Indian PVg/J/ 
be an amusing game. Zhirinovskiy 
that T N Seshan should lock aP- h c 
in Russia will never be fulfilled n „ 
purely religious offer ty . 
never be accepted. F.v<.cai, 
shrines are no longer y c j' ^stre 
next step for ourminist j 

the protection of these v**tia* ' 

over to India. A purely , 

a friendly neighbouring stii poi 
One can only hope that thebe . of 

our folks in the south blcM " un 

that wild. \ 

But then amusement is an* t it 
should not be taken seriouslyssia, 
India. Pakistan oranywhcreclsc. Foryeople 
burdened with inflation and poverty and 
globalisation, the only way to survive is 
to look upon such imaginative feats as 
amusing limes for a change and to hope 
that nothing disastrous follows the 
indulgent amusement 
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COMMENTARY 


Re-opening Sardar Sarovar Issue 
Significant Gain of Narmada Struggle 

Saqjay Sangvai 

The findings of the review report of the Sardar Sarovar Project and the 
Madhya Pradesh government’s decision to call a halt to the dam 
construction in face of improper rehabilitation give credence to the 
anti-dam claims of the Narmada Bachao Andolan. 

PosmvB Decision 


ON December 16, 1994, the twenty-five 
day-old indefinite fast by Medha Patkar, 
Seetarambhai and Kamlabchn of Narmada 
Bachao Andolan ended in Bhopal, after the 
declaration by the Madhya Pradesh chief 
minister that his state would call for 
immediate stoppage of the construction 
work on the controversial Sardar Sarovar 
^if the tribals below the dam level of 
metres are not resettled till December 
*'94. He also declared, “since we are 
bound by the stipulations of 
i Water Disputes Tribunal (NWDT) 
NCW i5er *bc order of Supreme Court, 
*.r 13 we would press for further 
Mahavir SiThe chief minister announced 
621 cron***! 41 press for reconsideration on 
manufa«*nd submit a separate affidavit in 
scwin e Court regarding stand of Madhya 
sho'Sh. This is a significant victory of 10-. 
Neold struggle in Narmada valley. At last, 
prnuch awaited review report on die Sardar 
jarovar project has seen the light of tbeday. 
lie Supreme Court had ordered the report 
o be made public, and all the concerned 
date governments and the Narmada Control 
Authority (NCA) to respond to its 
ecotnmendatkms within four weeks. 

While issuing the carder, the Supreme Court 
tad made it clear that “the deliberations in 
he NCA have to be made on all aspects, 
minhibited by any considerations of the 
egal implications thereof which if necessary, 
vould be considered at the hearing of these 
natters by the court”. This significant 
hservation has unshackled the concerned 
states from ‘restraints’ by the stipulations of 
be NWDT award. The award has been used 
y the central and all the concerned state 
tovemments of Madhya Pradesh. Gujarat, 
vtaharashtra and Rajasthan, as well as by 
be pro-dam individuals and organisations, 
stall any questioning of the viability, 
easibility and beneficiality of the dam, and 
ts advene impacts. Even when almost all 
ic basic parameters, including the water 
ivailability in Narmada and the cost, seemed 
o be at variance, the NWDT award wax 
irojected as something sacrosanct with 
ervent orthodoxy. 


It is a positive feature that the Supreme 
Court for the time being, has compelled ihc 
government to think about the basics of the 
project. We are not sure whether the court 
continues with the same attitude, as this 
order came at a time when petitions in the 
court could have become irrelevant Though 
the Narmada Bachao Andolan (NBA) had 
filed the comprehensive petition calling in 
question the dam, its benefits and the xocio- 
environmental destruction way back in May 
1994, urging an immediate step by the court 
to prevent the illegal construction and 
submergence, the hearing has been delayed 
from time to time. On the other hand, the 
work on the dam was proceeding at full 
speed, threatening hundreds of families with 
submergence. But, the legal avenue remained 
defunct, thus de ftteto, allowing more and 
more injustice. Even now, though the court 
has ordered the review to be published, it 
has postponed the hearing of the interim 
petition for the immediate stoppage of the 
dam work, thus allowing the work to proceed 
up to 80.03 metres or even above it, making 
the increased submergence irreversible. The 
court should have avoided commenting on 
the non-violent method of the struggle. The 
court hastenned the satyagraJba and ’coming 
to the streets’ as extra-constitutional. Are 
extra-judicial ways of protest necessarily 
’extra-constitutional’ ? If the courts think so, 
this is a serious matter. Dbamas, more has. 
satyagrahas, picketing, fasts are equally 
constitutional as is the judicial process. In 
fact, it is the failure of the judicial remedy 
which creates the need to sharpen other 
means of protest Nevertheless, the recent 
decision of the Supreme Court b as reopened 
the issue of SSP. 

, Procedural Hassles * 

The Supreme Court has ordered the 
publishing of the review report of the review 
group appointed by die union water resources 
ministry on Augusts, 1993. It was supposed 
to submit the report within three months. 
The review process of the Sardar Sarovar 


hat been one of the moat tedious and 
frustrating experience. It took one year to 
complete and submit the report. At every 
stage theNBA and conscientious citizens of 
the country had to pressurise, confront and 
appeal the government and die members of 
the review group to get there view conducted, 
and the final report prepared. It is learnt that 
while the NBA took the matter seriously, a 
couple of members of the review committee 
treated the issue in utmost casual fashion, 
compelling the review group not to undertake 
the tour of the affected villages in the 
Narmada valley and of the resetdement sites. 
The secretary of water resource ministry, C 
D Thatte. stressed that the basic features of 
the dam are not amenable for any change. 
It was made clear that the group was merely 
to suggest ways and means to implement the 
project more efficiently. Still, all state 
governments, except Maharashtra and the 
NBA boycotted the review process. 

The group seems to have accepted these 
unwarranted limits on its own scope, which 
ran contrary to the mandate it was given 
while it was constituted. The petition to 
challenge the re view by some pro-dam people 
in Gujarat High Court in September 1993 
and the undertaking by the union water 
resource ministry that the report would not 
be made public until the final order, was an 
alibi. There was no bar on completing and 
submitting the report but only on publ ishing 
it. But the court case was made a pretent 
to drag on the completion of the report. 
There were attempts to have a consensus 
report to satisfy the power-holders. The 
chapters regarding benefits, environment and 
resettlement were dil uied to the extreme and 
one member insisted on deleting thechaptcr 
on financial aspect of the dam if be was to 
sign the report. Even after xigping of four 
members, the convenor of the group. Jay ant 
Patil, amemberof the Planning Commission, 
refused to sign and submit the report. At this 
point, two members of the group. L C Jain, 
an economist and a former member of the 
Planning Commission, and Ramaswnmy 
Iyer, a former secretary to the union water 
resource ministry, sent letters to Patil, arguing 
that the delay in submission of the report, 
would amount to a breach of trust. 
Incidentally, this pressure was applied only 
after the NBA appealed to all the five 
member* to submit the report. Ultimately, 
the report was submitted in July 1994. 

The NBA has taken (be matter to the 
Supreme Court Already, a comprehensive 
petition challenging the claim* of the dam 
tnd documenting violation of law* and 
human rights was filed in May 1994 in the 
apex court. A special leave petition (SLP) 
regarding the review report was fried and 
the two matters'were dubbed together. After 
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much delay, the ooari waned foe sealad 
atfreky an November 15,1994, aaking the 
government to respond within four week*. 
Bat, at the hearing oo December 13 the court 
found tbe government re»poo*e ' beautifully 
vague tad non-committal’ and ordered to 
respond tillJaouary 17. The oourt in its oral 
obaervatioo* also expressed concern over 
the irreversible construction work and 
submergence. 

The tedious process of the review would 
show that the powerbolden in India are even 
averts to a small attempt to re-examine the 
issue, lest it may disprove their claim. At 
every stage of the review, the NBA had to 
fight a battle of nerves, bat it did not allow 
the review process to be sabotaged half way. 
Itkept patience and swallowed all privations 
because it was necessary to question the so- 
called ‘public purpose* of SSP. The Sardar 
Ssrovar review is a beginning of an attempt 
to refashion the notion of development 
policy. Despite severe constraints and 
limitations, right from the terms of references 
to the non-cooperation by the concerned 
governments, the review group has pointed 
out many a shortcomings and flaws in the 
project, further confirming the seriousness 
of the issues which the NBA has been raising. 
The review group has mentioned that many 
important studies, action plana regarding the 
proposed benefits, hydrology, environmental 
aspects and about the rehabilitation aspects 
are still incomplete and unimplemented. 

" Questionable Claims 

The report has doubted the government 
estimates of the water »vsil ability in N arm ads 
and asked for a fresh estimate. The project 
authorities claim that the annual water yield 
in Narmada is 28 million acre feet (MAF) 
while number of engineers and the Madhya 
Pradesh government have claimed that the 
same is 23 MAF. The report suggests 
reordering of priori tiea of water allocations 
among different regions. The report 
heavily came down upon the proposed plan 
to grow sugarcane in early reaches of the 
Narmada canal, an issue which the NBA 
has been raising. It noted that the sugar 
factories tie being given licence and it 
would be difficult to deny water for sugar¬ 
cane once the cropping pattern gets 
established and vested interests develop. 

White the report mentions that it has yet 
to scrutinise the command area studies, it 
nc vert haVa a r notes that the much talked about 
conjunctive use of surface water and 
groundwater is not an integral pari of the 
SSP.Th» report makes clear that the irrigation 
coverage proposed for Kutch from SSP is 
very limited, and recommends an increase 
uallocationof water toKutehandSauraehtni. 
5nd, if this is not techno-economically 
easibte, more attention should be paid to 
vatenhed management, tank irrigation and 
alter traditional measures of water 
onsarvatico. But, the actual outlay for tbeae 


in tha Qqjarat budget is very 
limited-Thu them vim group has put forth 
an alternative approach towards water 
management aad distribution, similar to tbe 
one envisaged in the SSP plan. 

Tbe report demands a detailed plan far 
providing drinking water, complete with 
financial scheme. It also asks tbe government 
topublish and disseminate a full list of 8.214 
villages and 135 urban centres which are to 
be provided with drinking water facilities. 

While dealing with the aspect of power 
generation, the review did not consider tbe 
impact of non-completion of the upstream 
Narmada Sagar Project (NSP) and the 
differont estimates ofwateryieid at important 
factors affecting power ganeration. It note* 
that for irrigation purposes tbe dsn would 
require a height of only 436 feet, and an 
additional 19 feet for power generation, if 
this 19 feet of extra height is slashed, the 
adverse impact of SSP gets obviated to a 
Urge extent. Power benefits could be made 
up through alternative sources. 

Tbe report accepts the fact that tbe project 
was marinated and was ongoing, before the 
approval by the Planning Commission in 
19*8. Tbe review feels there is still room 
for further studies sod examination of impacts 
not earlier foreseen. Admitting that the notion 
of comprehensive, inti* Hd planning and 
project formulation, < ( acorporating 
human, social and ens n! concerns 

right from tbe early afe ew idea, 

tbe reportacknowled’^, -npacl 

on downstream area, 'the 

flora fauna has yet to i 
tbe recommendations i 
subgroup of NCA and i 
of the project and NC 
environmental point of ] 
the project continuatic 
submission by 


NWDT may not be fully implamcntahlc. 
There have been slippages in tbe time 
schedule and non-observance of proper 
reha b i l i ta tion in advance of submergence 
needs to be avoided. The review calls for 
a re-examination of the concepU of 
resettlement and rehabilitation in the light 
of actual difficulties, la the end, the repost 
notes tbe demand of the Madhya Pradesh 
government to lower tbe height of thedam 
to minimise the adverse effects. 





the umoh C -J> 


environment and forest (MOEF), the re*Mp\ 
concluded that action plans are stilr 
incomplete. Many of the studies, plans and 
actions are behind schedule, and there beve 
been considerable slippages in project 
construction. The review doubts tbe 
advisability of releasing the forest lands for 
compensatory affores taboo. 

Rehabilitation: From Numbers to 
Master Pun 


r Another New Frosn Ajnntn > 
Complete Dodu nentstio a * 
Analyte on 
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bool Uniform and Prayer CTrana- 
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Open Letter to the World Sikh Conven¬ 
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Letter to lire President • Constitution of 
Khalistan (Translated from Punjabi). 


On the human aspects of the project, tbe 
review observes that efforts must be made 
t^count the human and social costs of (he 
project, and iu remedial measurer It asks 
for • complete census of groups, 
communities, and individuals to be affected 
in any manner wbataocvw, so that the data 
base needed for pi aiming is comprehensive. 
The report questions the sanity of secondary 
displacxmcat caused by the rasatthmenton 
forest land which may further roduc* the 
forest land and create problem in future 
The review aooepts the fact that tbe land- 
based resettlement as per the cadre of the 
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Thu*, it appears that the group has raised 
almost all the basic issues regarding the dam. 
All the major points raised by the NBA have 
been acknowledged. Nevertheless, on many 
points, the report justifies the premises of 
the project and even condones the non- 
observance of rules and laws. Though the 
Gujarat government and the dam-supporters 
like ARCH-Vahini snubbed the group, the 
group went out of its way to take cognisance 
their point of view, The group refrains from 
commenting on the sorry state of 
rehabilitation. Nor does it seriously dwell 
Upon the grave violation of human rights due 
to the continuous police repression in the 
Narmada valley. The review does not make 
any decisive comment about the dam. But 
it does raise significant doubts. It has done 
significant work by at least listing down the 
points which indicate that the project 
mismanaged, confirming the issues raised 
by the NBA. Yet the review has refused to 
pursue its observations to its logical 
conclusion. 

However, the Supreme Court seems to 
have taken the review report seriously and 
has ordered the NCA and the state 
governments to respond till January 13, Jl994. 
According to reliable sources, the Gujarat 
government and the bureaucrats at the centre 
have been stalling the process of 
deliberations. Gujarat is trying to get political 
mileage out of this issue as the assembly 
elections are round the comer. All the 
illegalities are being justified and pushed 
ahead only for gaining electoral benefits. 
The Gujarat government is intimidating the 
central Congress leadership. It is learnt that 
the state chief minister. Chhabildas Mehta, 
has requested the prime minister to increase 
the height of the dam in an Congress working 
committee meeting. Gujarat has made a pact 
with Rajasthan in demanding an increase in 
the height up to 100 metres, despite the 
failure to comply to any norm or plan of 
reset tlementorenvironmentalmanagcment. 
The Gujarat leaders have declared that the 
Supreme Court order holds little relevance 
to them. It seems that as in Ayodhy a contro¬ 
versy, the dam supporters arc out to defy 
the law, the Constitution and the judiciary 
of this land. It is no wonder that the pro¬ 
dam slogan, ‘baandh wahi banega' recalls 
the earlier slogan ‘mandir wahi banega'. 

During the days of indefinite fast by Medha 
Patkar and her colleagues demanding 
stoppageof the work on the SSP, thcMadhya 
Pradesh assembly discussed the issue three 
times. Two limes the assembly was adjourned 
for the day. The assembly decided to send 
an all-party MLAs’ team to assess the status 
of rehabilitation of the Madhya Pradesh 
oustccs in Gujarat. After its tour of 19 
resettlement sites between December 5-12, 
the committee presented an interim report 
in ihe deputy chief minister. The Singhdeo 
Committee concluded that 
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■ Even though only 2 per cent of the 33.014 
families of MP who will be affected by the 
SSP, will be settled in Gujarat, in this short 
time and small amount of work, the NWDT 
award has been violated in several ways. 
The problems...include people who have 
been displaced withorn cultivable land... been 
given unproductive land... forest produce 
and grazing lands are scarce, house plots 
' have not been allotted on time, public 
amenities are scarce...So far 75 per cent of 
the agricultural land given to the displaced 
families is barren and fallow, covered 
with shrubs, disputed, fragmented and 
encumbered. The figure given by the Gujarat ' 
government about the number of 
rehabilitated persons is false. According to 
a preliminary estimate, there are more than 
1,500 displaced persons who ha ve been given 
disputed, barren land. Out of these 800 are 
on the verge of returning to Madhya Pradesh. 
More than 90 per cent of the residential sites 
are far away front the host villages and 
surrounded by anti-social elements...These 
rehabilitation sites get waterlogged ...no 
appropriate educational facilities, no 
permanent arrangement for^providing 
employment... 80 per cent of residential 
sites only have saline water to drink, which 
is not potable... Village community has not 
been resettled as a whole... [has] led to 
breakdown of the unified society... Looking 
at the condition of small percentage of tribal 
and non-tribal rehabilitated persons who 
have been displaced from MP so far. it is> 
absolutely clear that neither Gujarat nor I ^ 


has the De cena ry capability and readiteM 
to undertake huge uuk of rehabilitating 
thousands of displaced families. 

The committee conclude*, 

the ongoing work on SSP is inviting a serious 
crisis of human tights and... this crisis is 
unnecessary... without forgetting that the 
SSP is an inter-state project [and] that the 
final decision cannot be taken by MP alone, 
we again state that the initiative must be 
taken to stop the oagoing work on the dam. 
. On the basis of this report the Madhya 
Pradesh government has declared that it 
would seek for lowering the height of the 
wall below 436 feet, depending on the 
circumstances of rehabilitation, water 
availability, and other factors. The state 
government has also appointed a committee 
of MPs from Madhya Pradesh to review all 
aspects of the SSP. While Madhya Pradesh 
seems to be taking steps, emboldened by the 
Supreme Court directives and the review 
report, the Maharashtra government still toes 
the anti-tribal line in backing the Gujarat 
government for continuing construction of 
the dam.The ex-chief minister SharadPawar 
and his bureaucrats have been brutal in their 
decisions, be it a matter of Gowari killings 
inNugpurortheNarmadatribal*. A statewide 
protest of tribal* against this anti-tribal policy 
is taking shape. Meanwhile, the struggle in 
the Narmada Valley surges towards it* goal 
with renewed vigour. 


Politics of Comjnunalism in Kerala 


i 


John Oommen 


Apart from unique social structure and the geographic composition, 
opportunism of major political parties has intensified communalism 
in Kerala. 


KERALA has always been affected by 
political instability right from it* formation 
in 1956. It ha* seen no less than lOclections 
and 15 ministries between 1956 and 1994. 
Except twice, no ministry could complete 
its normal tenure of five years in power. One 
of the reasons that contributed to political 
instability was communalism. This paper 
examines the growth of conununalism and 
how it was used by the major polilicai part ies 
for furthering their own interests. 

Defining communalism is a difficult task 
because itexpresses itself in different forms 
and manifestations. But as George Mathew 
says, ‘Two subtle distinctionsauf commu- 
nalism can he drawn up: (a) Communalism 
as a political doctrine; and (b) Communalism 
as a behaviour based on community 
sentiments" [Mathew 1989:IIJ. The first 
implies the tendency to use the religio-cultural 
differences to mobilise people for narrow 
political ends. Bipan Chandra defines 
“Communalism as the belief that because a 


group of people follow a particular religion, 
they have as a result, common social, political 
and economic interests" [Chandra 1984:1) 
To Rashceduddin Khan. “Communalism is 
perversion of religion from a moral order 
to temporal arrangement of contemporary 
convenience, from a fuith into a 
constituency, from a strategy of living into 
tactics of politics, from an end into a mean s" 
[Khan 1989:138). Manu Bhaskar define' 
commu-nalism as “Competitive group 
solidarities within the same political system 
based on ethnic, linguistic or religion 
identities” [Bhaskar 1987:245 J. 

The second aspect of communalism entail' 
a certain identity being transferred into a 
sen seof community feeling. Here community 
means any group capable of developing 1 
'we' feeling, e g, racial, caste, linguistic, 
religious, etc. As Louis Dumont puts it 
“Communalism supposes the existence of* 
community, a group of adherents lo the same 
religion, and it gets the edge of the meaning 
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through the parallelism with the other term; 
Hie something likeoationalismin which the 
nation, no to apeak, is replaced by the 
community" (Dumont 1970.891. 

Cammunaliatn as it operates in Kerala is 
ray nearer to the second definition. Kerala 
is noted for its uniqueness in religious 
diversity and communal harmony as 
compared to other states. But with all these 
positive attributes, we find the electorate 
being swayed by communal feelings and 
identities. Ina similar vein, the appointments 
to government posts are influenced by 
communal considerations. Moreover, there 
is the rising phenomenon of various 
communities launching their own political 
parties with a view to strike bargains during 
the elections and share the spoils of powers 
in event their alliance wins the elections. 
Communalism as prevalent in Kerala may 
be defined as a feeling of group solidarity 
among different communities and to assert 
its presence in the day-to-day functioning of 
society. Its style of operation is peaceful co¬ 
existence carried out through milder social 
processes (Thomas 1985:15J. The number of 
political parties that one finds in Kerala are 
nothing but a conglomeration of pressure 
groups and are meant to promote the interests 
of the communities. More employment, more 
business facilities, more forest land for 
cultivation, more schools, more seals in 
professional colleges, more berths in the 
ministry, arc some of the issues around which 
communal parties and groups revolve. The 
communal interest groups bring with them 
the whole weight of tlic communities and are. 
therefore, powerful enough to dictate terms 
to the government. Before going into the 
dynamics of communalism. it is impera-ti ve¬ 
to trace the growth of communalism in the 
state. (Verghese 1987:20]. 

History OF CoMMl'NAUSM IN MaLABAK 

The origin and growth of communalism 
can be traced to the 16th century when the 
Portuguese made their appearance on the 
west coast of Malabar. With the advent of 
the Portuguese, whorcpluccd the Arsbtradcrs. 
a certain amount of social tension arising out 
of their political and religious postures was 
incorporated into the Kerala society 
[Tharakan 1987; Dale 1975(.These tensions 
escalated into full-scale religious conflict 
during the 18th and 19th centuries. But many 
of the religious conflicts had a tinge of 
economic reasoning behind it 

The Muslims who constitute a majority 
in this region were mostly involved in 
agricultural occupations. Their conditions 
of life worsened after Malabar was ceiled 
into the Madras presidency. As part of this 
presidency, the history of Malabar differed 
from that of the princely states of Travancore 
and Cochin. In the first place, its development 
was conditioned by its position as an 
extension of a largely Tamil province. 
Secondly, its people were involved in a 


direct relationship with the British and their 
politick institutiooslike the district coUec tors 
and sub-co Hectors. 

The agrariln * tincture prevalent in the 
Malabar region’ was in favour of the Jenmis 
who owned more than half of the cultivated 
area. The letunis. were the earlier Rajas, 
Nambood iris, important Nayar and Nambiar 
families and in some places the Moplahs, 
though the proportion was comparatively 
smaller (Miller J970:18], These Jenmis never 
cultivated land cm their own but leased them 
to tenant fanners. As Manu Bhaskar pithily 
puts, “The Jenmis were the parasitic rent- 
receiving landlords under whom there were 
three or four intermediaries between them 
and the actual tiller of the soil, all having 
different interests” (Bhaskar 1989:78). The 
peasants and agricultural labourers, mostly 
Muslims, who suffered under the exploitative 
system, began to revolt against the system. 
The peasant uprising, popularly known as 
the ‘Moplab outbreaks', occurred in 1836. 
The most serious of this outbreak happened 
in 1921 which continued for six months and 
covered several villages. Though the 
immediate provocation for the violence was 
the frequent eviction, there were quite 
communal overtures to the movement which 
was essentially conceived of within the 
framework of Islamic religious traditions 
and legacy of struggles by the Moplah 
peasants of Malabar. The Moplah uprising 
changed the political complexion of the 
region. The Indian National Congress which 
had a presence in the area till then withdrew 
due to the increasing militancy of the 
Muslims, and thus, leaving the field open to 


the Muslim League to take over. The 
alienation of the Muslims from the Britiabres 
as well as the Hindus, helped the Muslim 
League to make inroads into the Muslim. 
community. 

The formation of the stale of Kerala in 
1956 gave a boost to the Muslim League in 
terms of its support base. Unlike in the Madras 
presidency, the Muslims became one of the 
four powerful communal groups in Kerala. 
Moreover, they were more cohesive than the 
other groups .Thus, the Muslim League used 
the solid block of Muslim votes as a lever 
to iu advantage. The adage that politics is 
the art of the possible found an eloquent 
expression in the events of Kerala. In other 
words, the so-called secular parties see in the 
Muslim League a powerful ally inevitable 
forelectoral victory, which is why the League, 
despite being a communal party, continues 
to play a decisive role in the politics of the 
state. 

Commi'nal Polarisation in 
Travancohe-Cochin 

Travancore and Cochin, unlike Malabar, 
were retained as princely slate* under the 
British paramountcy. Here the origins of 
communalism can be traced to the a wakening 
of nationalism among the people. At 
J N Gladstone opine*. ‘The growth of 
nationalism furthered the sense of freedom 
which had been stimulating various 
communities for several decades. On the one 
hand, people belonging to different 
communities shared the national feeling 
though their political aims were different 
from those of the people of British India: 
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on the other hand, in Kerala there was an 
attempt by almost every community to 
strengthen and improve its own members 
resulting in the growth of communalism" 
[Gladstone 1985:27). This growth of 
nationalism was not channelised by the 
political parties since they failed to strike 
deep roots oil around 1940s. Their role was 
taken over by leaders of various communities 
who submitted petitions and memorials to 
the government for redressal of grievances 
of their respective communities. 

Till the beginning of the 20th century, the 
top positions in the government were always 
manned by outsiders.more particularly, the 
Tamil brahmins. As a protest against this 
domination by outsiders, various communi¬ 
ties within the state joined together and 
submitted a petition called the ‘Malayali 
Memorial’ to the Maharaja in 1831. Their 
plea was that the Malayalis who had proven 
academic and otherqualificationsbe preferred 
in recruitment to all levels of civil service 
(Tharakan 1988|. 

The opening up of tne administration 
created resentment among various commu¬ 
nities. The Nuirs could take advantage as 
they alone had the necessary educational 
qualifications coupled with the required ritual 
lor purity in apolity which was still governed 
by sucli traditional norms T C Varghesesays 
that the Malayali Memorial and the 
subsequent problems arising from it was a 
significant development in the growth of 
communal consciousness among various 
communities. He observes. "The exclusion 
of three major comm unities from government 
patronage was unfair, unwise and unfortunate. 
Itnot only sowed the seeds of discon tent among 
them butalso induced them to organise them¬ 
selves on communal lines and fight jointly 
against the domination of those communities 
seeking royal patronage. The whole 
atmosphere was surcharged with communal 
hatred which set into motion the eommu- 
nalisation of politics" [Varghese 1970:26). 

One of the manifestations of rising conunu- 
nalism was the formation of communal 
organisations 1 ikerhe Sree N arayana Dh arm a 
Panpaiana Yogam (SNDP) and the Nair 
Service Society (NSS). The rising community 
consciousness kindled hopes and aspirations 
among the communities and they began to 
put forth economic and political demands 
like reservations in recruitment. In 1932-33. 
a number of communal organisations joined 
togcthcrunderthe bannerof the Joint Political 
Congress. In January 1933, the Congress 
initiated a 'Absentation Movement’ deciding 
to abstain from taking part cither in voting 
or in accepting nomination to the legislative 
bodies so long as tilt government did not 
make provision for the election to the 
legislature of representatives of all 
communities in proportion to their strength 
of the population [Gladstone 1985:30). 

The rising communalism among the 
various communities had a significant impact 


on the politics of the state.This was bectuae 
it was difficult to drew a line between the 
leadership of political parties and the 
communal organisations as the same leaders 
manned both these bodies. As TC Varghese 
observes, ‘The first generation of political 
leaders were none other than the leaden of 
their respective communities. They began 
their public life with the backing of tbeir 
communities and services within the 
community was oft;n a passport which 
enabled them to plunge into politics. Tbeir 
first loyalty was always to their communities 
and commitment to the ideology of the party 
was of secondary importance. So the party 
had to lean heavily upon the heads of various 
religious and communal organisations to 
continue inwffice... The continued sway that 
the communal parties had over major parties 
was the reason why ideology-oriented politics 
did not get a foothold in Kerala politics" 
(Varghese 1970:25). 

Communal Politics after Independence 

The merger of different units in 1956 to 
form Kerala in no way lessened the intensity 
of communalism that prevailed in different 
areas. On the contrary, communalism got 
intensified and the different communities 
began to assert themselves with redoubled 
vigour in the politics of the state. For the 
Muslims, the merger helped them to become 
one of the important minority groups in the 
state. Thcother communities also used their 
vote banks to wrest as many concessions as 
possible from the government. 

The major communities in Kerala are the 
Ezhavas. the Nairs. the Muslims and the 
Christians, The sc four communities comprise 
roughly 80 per cent of the state ’ s population 


and various governments have survived or 
fallen doe to the shifting alliances of there 
communities. The demographic composition 
is such that each community is in a position 
to dictate terms to the political parties. One 
significant factor about these communities 
is their geographical concentration. Although 
(bey are scattered throughout tiie state, they 
have certain areas of concentration or what 
may be called ‘pocket boroughs’ [Cbander 
1986:19). Out of the total of 14 district! in 
the state, the Christians and the Muslims 
constitutes significant number in six districts. 
In one district, Malappurem, the Muslims 
constitute more than 60 per cent of the 
population (see Table). This geographical 
concentration helps the communal parties 
like the Kerala Congress and the Muslim 
League to win more seats from theChri** : 'n 
and the Muslim dominated areas respectively. 

Each of these communities has 
organisations running schools, colleges, 
hospitals, etc, and some of them publish 
their own newspapers. An interesting feature 
is that almost all the existing private colleges 
in the state can be associated with one or 
another of these communities. This is 
probably one of the reasons why the 
education portfolio is almost always in the 
hands of a pro-Muslim League fellow as it 
is now. or a pro-Christitjn Kerala Congress 
fellow or with parties such as SRP and the 
Janata Dal, which have more clout within 
the coalition governments than enjoy public 
support in the state. 

Over ihe years, the communal groups have 
created for themselves an important role in 
the coalition politics of the stale due to their 
ability to become instruments forexpressing 
political preferences and mobilising political 
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resource* aod support. Id the resdmof politic*, 
thsy act u preuure group* and guard the 
interact* of their reapeotive comm uni tie*. 
The (harp division of the society coupled 
with the mosaic nature of politic* make* the 
various community interest groups far more 
important. They play a crucial role in the 
making and unmaking of government*. 
Sometime*^ the'social arm*'get converted 
into ‘political arms' so as to project the 
community interests more forcefully. 
Accordingly, the Muslims have the Indian 
Union Muslim League (IUML), the Nairn, 
the National Democratic Party (NDP), the 
Christians, mainly, the Kerala Congress 
(Man!) and the Kerala Congress (Joseph), 
and the Ezhavas have (he Socialist 
Republican Party (SRP). Given the 
individualistic nature of the Malayalis. the 
parties underwent fissions resulting in 
spawning of new parties. This resulted in 
a situation wherein Kerala began to be ruled 
by coalition governments as no single party 
could win majority of seats on its own. As 
the coalition government consisted of 
disparate communal interest groups, interest 
aggregation became adifficultproposition. 

The high level of caste consciousness is 
also one of the contributing factors in the 
shaping of political behaviour. The Hindus 
are divided on caste basis and hence cannot 
lake a united stand in the electoral game. 
This is in contrast to the Muslims and the 
Christians who are more organised and show 
more solidarity in the electoral exercises. 
This solidarity certainly helps them in greater 
bargaining capacity in securing concessions 
from the government. It is the claims and 
counter-claims regarding the bargaining 
capacity that reinforces the communal 
polarisation of the communities giving rise 
to instability of the political system Apart 
from these specific social conditions, 
communalism gets intensified in Keniludue 
to the absence of ideology among political 
parties and dominance of opportunistic 
politics. Alliances arc formed not on the 


TABlt: Dl.srtll«TWIsfc('oNrbffUAIHiS I*. 

Major ('iMMiiNmfcs 

fin Thtiusantis) 


District 

Hindus 

Muslims 

Omslians 

I'athaniumhitta 

610 

53 

445 


(55.06) 

(4.78* 

(40.16) 

Kottayuni 

807 

84 

806 


(47.55) 

(4.95) 

(47.50) 

Idukki 

4X8 

63 

418 


(50.36) 

(6.50) 

(41.14) 

liraakulam 

1173 

340 

1019 


(46.27) 

(13.41) 

(40.20) 

Malappuram 

772 

1574 

57 


(32.13) 

(65,50) 

(2.37) 

Wynad 

280 

136 

136 


(50.54) 

(24.55) 

(24.55) 

■State 

14802 

5413 

5234 


(58.15) 

(21.27) 

(20.56) 


Note: Figure in bracken are percentage*. 
Source: Census of India, l 1 )*!. 


btui* of ideology baton the basis of getting 
maxim urn seat* at the time of elections. The 
small communal parties see the advantage* 
of retaining their identity for bargaining 
with the major parties. The major parties for 
narrow electoral considerations show no 
qualm* in entering into seat adjustment* 
with communal parties. The result of this 
opportunism displayed by major political 
parties is that these small parties begin to 
call the shots in politic*. Any reluctance on 
tbepartof the government to accede to tbcir 
demands results in shifting of their loyalty 
to the opposite front. The net result was 
political instability at the macro level. For 
instance, the Kerala Congress (Mani) quit 
the LDF under the pretext of law and order 
problem in 1982. The Kerala Congress 
(Joseph) threatened to quit the front when 
the government refused to give title deeds 
to those who had encroached on the 
government land. The UDFgo vemmentbad 
to give in to this demand so as to continue 
in the office. 

Both the Communist and the Congress 
parties have played a role in the growth of 
communal politics in Kerala. TheCommuni.st 
party could attain powerin 1957 only because 
of the co-operation and support extended 
to it by some communal powers and the 
tactics of identifying their candidates 
according to the communal ratio | Varghcse 
1970]. The Liberation Movement of 1959 
against the Communist government 
strengthened communal pressure groups and 
the fall of the ministry can be attribuicd to 
the agitation led by these groups. The 
Communist party's alliance with the Muslim 
League in 1967 and the formation ol 
Malappuram district is another instance of a 
party succumbing to pressure politics During 
the 1987 elections, the CPI(M) severed its 
tics with ihc All India Muslim I .caguc t ALML) 
against the background of the Sh.ili Bano 
case. But lately EMS Namhoodiripad who 
hail advocated a strong stand against the 
AIMI. then, is talking of forging alliance 
with the Indian National League lej by 
I brahim Sulaiman Sait. The compelling fa,, (or 
behind this change ol policy is ihc 
forthcoming election in the stale.TheCPI(M) 
knows (hut it is difficult for the Left 
Democratic Front to conic to power on its 
own. The support of spl inter parties is cmci al 
considering ihc wafer-thin majority that 
separates the victor from the loser in Kerala 

The Congress withal] its secularcrcdc minis 
in not aligning with communal parties finally 
lied up with the Muslim league and the 
Kerala Congress to fight the Communists. 
The opportunity it got to rule the state was 
more powerful thanthe ideology it professed 
At one time, almost all communal parties 
were psrt of its front. Sanctioning pensions 
to the U lemma, declaring Friday as holiday 
for school* with a majority of Muslim 
student* and granting title deeds to those 
encroaching on government land are 


instances of appeasement of the communal 
parties by the Congress. Another instance 
is the Congres*(I) vacating iu Rajya Sabba 
seat to the IUML in order to placate the latter 
which suffered a drubbing during the 
Guruvayoor assembly election. 

Thus, communalism constitutes almost an 
essence of politic* of Kerala Apart from the 
unique social structure and the demographic 
composition, communalism got intensified 
due to the opportunism displayed by the 
major parties. By aligning with small splinter 
communal parties, the major political parties 
which could have played an important role 
in secularising the political process became 
a participant to the communal processes 
Consequently, the communal divide in the 
society gets reinforced and the possibilities 
of a consolidated secular base for (he nnluiial 
system* get narrowed. 
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India oath. Eve of Copmhag^&ninut 
Issues in Social Development / 

Rajiv Balalcrishnan V 

/« i'/5 J0//t anniversary year, the UN is hosting an international summit 
on social development with three core themes of alleviation and 
reduction of poverty, generation of productive employment and 
enhancement of social integration. An Indian perspective on these facets 
of social development, reviewing the contributions to a recently 
published volume. 


ITS traditional role of preserving world pe ace 
and mediating conflicts between nations 
muted with the demise of the cold war. the 
United Nations prepares to take on a new 
identity in the closing years of the 20th 
century. Security from territorial aggression, 
the UN's raison d'etre of the past, now 
yieldstoa 'newconcept' of human security, 
■or security from threats to human welfare. 
Fran the inception of the United Nations, 
the two components of security - freedom 
from fear and freedom from want - have 
been recognised. In the past, it is the first 
aspect that has been emphasised. Now, a 
shift from a preoccupation with national 
security to a growing concern with human 
security is on the world’s agenda. 

Human security comes to occupy centre 
stage in the UN and in the international arena 
at a time when human security problems 
within nations are widely perceived to have 
international consequences. This is an 
inevitable adjunct to that overarching 
phenomenonn of our times - globalisation. 
Markets across the world have become 
extensively integrated, so that if economic 
activity in any part of the globe is undermined 
as a consequence of underdevelopment and 
its attendant ‘human security’ problems such 
as poverty and lowproductivity employment, 
this becotqes a matter of international 
concern. Other examples of global 
dimensions to threats to human security’ 
include, as the UNDP’s Human Development 
Report (19941 points out. anomy in the 
advanced societies of the west and its 
fostering of the widespread use of narcotics, 
which in turn sustains dictatorial regimes 
sponsored by drug cartels and drug barons 
in the less developed world; and refugee 
migrations, fuelled by problems of 
underdevelopment. Likewise, when 
economic output suffers as a consequence 
of. for instance, the popu Ur unrest or ethnic 
strife that accompany unemployment and 
toverty, the repercussions, felt beyond 
national frontiers, fuel international concern 
with issues of ‘human security*. Threats to 
human security that are of worldwide 
concern include population growth as an 


inhibitorofdevelopment and environmental 
degradation. 

Along with the growing worldwide concern 
with ‘human security' is the realisation that 
contrary to conventional wisdom, human 
security does not necessarily follow from 
economic growth. (This is strikingly 
demonstrated by the UNDP's ranking of 
nations by GNP per capi ta and separately by 
the Human Development Index.) The 
international preoccupation with issues of 
‘human security' is consequently comple¬ 
mented by the recognition of the need for 
deliberate efforts to promote it via social, 
rather than purely economic, development. 

It is agaiast this backdrop that the UN, 
in its 50th anniversary year, is hosting an 
international summit on social development. 
In Copenhagen, the venue of the summit, 
representati ves of nations g ather this month 
to discuss the state of the world. Their 
deliberations coalesced around three major 
dimensions of hum an security - the summit's 
three ’core themes’ of the alleviation and 
reduction of poverty, ‘the generation of 
productive employment, and the 
enhancement of social integration. This paper 
presents an Indian perspecliveon these facets 
of social development, reviewing the 
contributions of scholars whose writings 
featured in a recent volume [Muchkund 
Dubey (ed). Indian Society Today: 
Challenges of Equality. Integration and 
Empowerment, Har Anand Publishers. New 
Delhi. 1995; sponsored by the Council for 
Social Development. New Delhi]. 

The first paper is by Rajni Kothari. who 
speaks of the need for a ‘trickle up’ 
developmental model; for an 'alternative 
path to development’ geared towards 
distributive justice, wherein the emphasis is 
on employment generation rather than 
growth perse, on raising purchasing power 
in the internal market rather than seeking 
succour from the external one. on rural 
development, and on 'the small and tiny 
sectors'. focusing on the creative capacities 
and traditional skills of artisan communities. 
Such a paradigm of development would 
draw in migrants from rural areas, women. 



and workers in the unorganised aectdr. 
Kothari points oat that it is how reoogniaed 
that development ia far more than merely 
a matter of economic and technological 
striving. These wilf reduce poverty and 
disparity and promote social juatice only if 
the people, particularly the poor and the 
discriminated against, are empowered, by 
being equipped socially, via education, health 
and housing and control over natural 
resources. 

In their contributions, KC Alexander and 
V S Vyas provide evidence of government 
policy in India having bee n informed by the 
'new wisdom. Alexander depicts official 
policy since the 1960s, when it became 
widely felt that the theoretical ‘trickledown’ 
effects of growth did not significantly 
translate into improvements in the living 
conditions of the poor. The thrust of the 
government’s perspective, he points out, 
has been to fight poverty through the pro¬ 
vision of productive assets, with an empha¬ 
sis on helping the poor improve their pro¬ 
ductive capacity; and via the provision of 
employment to those whocannoteffectively 
manage assets. Apart from the ethical 
desirability of this approach, it was felt that 
the potential for economic growth could not 
be fully realised unless the productive 
energies of the poor were harnessed. This, 
Alexander argues, is the context of the 
country's poverty alleviation programmes. 

Pointing to the limitations of these 
programmes. Alexander identifies stumbling 
blocks’ - among them, values inimical to 
development, such as a lack of motivation, 
and population growth. He emphasises the 
importance of education and knowledge, 
which lead to higher productivity, and which 
have been poorly integrated into the country's 
programmes for poverty alleviation. 

In a similar vein. Vyus points out that the 
concern with ‘high quality growth’, or 
‘growth with justice', has been fostered by 
the recognition that economic growth is by 
itself no guarantee of improvements in the 
weH-being of all sections of a country’s 
people. While this awareness hax guided 
government policy in India in the past, we 
are now revisiting that concern in the context 
of the global climate of liberalisation. A 
dominant theme in the current discourse, 
Vyas indicates, is the view thatan acceleration 
of the pace of growth would translate into 
a ‘spread-over effect’, felt by the various 
sections of society. That perception not¬ 
withstanding. there is a worldwide commit¬ 
ment to not just growth, but multi-dimen¬ 
sional development, a commitment that is 
reflected in the three core themes of the 
Copenhagen summit. 'Social integration’, 
or the integration of the marginaliaed poor 
into the socio-economic mainstream, is a 
key element in the picture. Vyas arguea; and 
for the enhancement of the participation of 
marginalised groups in the growth process, 
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three area* of <»n«m are vital - dccea* to 
adequate food, education, end health. India 
has had a tradition of public intervention in 
all three areas. In the vhal sphere of ‘food 
security'. he says, improvements owe much 
to interventions in the public sphere. 
Agricultural price policy, geared to ensuring 
that productivity gains in the foodgrains 
sector were fairly divided between producers 
and consumers, contributed to containing 
increases in the real prices of food grain. 
Considering that the poorspend three-fourths 
of their incomes on food, this was signifcant 
in ensuring ‘food security'. The public 
distribution system, put in place before 
independence and designed to distribute 
foodgrains at controlled prices, has been a 
significant factor as well. Employment and 
other poverty alleviation programmes, 
including famine relief measures, despite all 
their shortcomings, haveplayed an important 
role in promoting ‘food security’. 

The success of economic reform in India, 
Vyas says, is u function of, among other 
tilings, human resource development and 
infrastructure, areas in which a more 
active role for the state is clearly called for”. 
There is all the more need for this in a 
country I ike Indi a where uhighratcof growth 
can occur, at least in the medium term, even 
if only households in the medium and high 
income groups participate in the growth 
process and benefit from it. That pattern of 
growth, non-suslainahle for long in a 
democratic setup, calls for remedial stale 
action. A constant refrain of the New 
Economic Policy - curtailment of govern¬ 
ment expenditure in the social sector-would 
thus have adverse consequences for the poor, 
more so in the light of the elitist bias in 
ex istingex penditure allocations, manifested, 
for instance, in outlays forhigher education 
at the cost of primary education; and in an 
emphasis on the curative health services in 
urban areas at the cost of expenditure on 
more widespread preventive services. While 
biases of this type arc not necessarily integral 
to the New Economic Policy, .these trends 
could get strengthened with the introduction 
of economic reforms if deliberate efforts arc 
not made toensure that the poor have access 
to adequate and nutritious food, elementary 
education, and basic health services". To 
ensure this, mere expenditure outlays are not 
adequate, as the bureaucratic machinery's 
ability to deliver the goods leaves u great 
deal to be desired. On the other hand, 
exclusive dependence on the market 
mechanism to facilitate access to essential 
facilities such as those pertaining to health 
and education, could be inequitable. There 
is however, a third force, that of people’s 
initiative*.The scope for this, well-grounded 
in Indian traditions, has been enhanced with 
the recent invigoration of panchayati raj. 

Kamala Prasad, in his paper, focuses on 
another potential harbinger of a more 


equitable and socially just order, namely, 
land reform. Adopting a historical 
perspective. Prasad tells us that a new elite 
of middle caste agricultural entrepreneurs, 
emerging on the scene with the abolishment 
of zamindari (intermediary) rights in land, 
went on to profit from the green revolution 
and to transform their new-found socio¬ 
economic standing into political clout. This 
new class, seeking to maintain its hegemony, 
works to obstruct access to land for such 
groups as tenants, sharecro p pers and landless 
labourers, as the ultra left movement in 
Bihar has decisively demonstrated. At the 
broader political level, centrist political 
parties, influenced by landed interests, are 
not truly committed toland reform measures. 
The bureaucracy too plays a retrogressive 
toie; a compliant land reform administration, 
guided by the interests of a patronage - 
providing dominant landowning class, has 
obligingly obstructed the implementation of 
land reform measures. Land reform 
legislation as it impinges on tenancy and 
sharecropping is a tricky business, Prasad 
points out. Tenants arc apprehensive of 
eviction and absentee landlords fearful of 
loss of ownership. To subvert fcnancy 
legislation, concealed tenancy has prevailed 
on a massive scale. In such a situation, 
implementation is problematic, but West 
Bengal shows the way. Its Operation Barga. 
aimed at recording ail tenancies and 
sharecropping arrangements and employing 
a strategy of local mobilisation tracked by 
the authority of the government, has yielded 
rich dividends in terms of the realisation of 
the ideal of land to the tiller. Prasad argues 
that political commitment by itself is not 
enough; a tradition of grass roots activism 
is also necessary. Thus, while the success 
of land reform measures in West Bengal and 
Kerala can he attributed in part to political 
will, this by itself is inadequate. The role 
of grass roots traditions of mobilisation can 
be seen if one considers that in West Bengal, 
mobilisation for land reform enjoyed greotei 
success in areas that had a historical ti adition 
of peasant movements. Measures to ensure 
the viability of small holdings, a necessary 
supplement to the socially amcliorati ve aspect 
of land reform, include wage employment 
programmes to make marginal landholders 
more viable; programmes for irrigation 
development; consol idation of holdings with 
provision for improved infrastructure; an5 
poverty alleviation programmes to ensure 
that beneficiaries of land reforms are viable. 
The emphasis should be on egalitarian land 
reforms geared to creating viable farms that 
can participate in market mechanisms and 
bring prosperity to (he rural masses, along 
the lines of the experience of such countries 
as China, Japan and South Korea. 

Sheila Bhalla’s paper, ‘Employment. 
Productivity and Workforce Development 
in India’. studies aspects of the poverty and 


employment situation in the country. B halls 
points out that it is low productivity 
employmentratherthan open unemployment 
which is the main employment problem in 
India. Low productivity employment judged 
in terms of. the proportion of households 
below the poverty line, plagues vast sections 
ol the workforce. Bhalla argues also that in 
recent decades there has been a transfer of 
this human misery from rural to urban areas. 
She suggests that recent developments augur 
ill for the employment situation in the 
country. She presents data to show that 
employmentclasticitie* have declined since 
thecarly 1970s. sothdt‘‘...tbe!ndiancconomy 
has to grow much faster now to generate the 
same amount of fresh employment as it did 
in the 1970s". In many states, employment 
elasticities in agriculture have been nega¬ 
tive. In the case of non-farm activities, 
employment elasticities have been much 
higher in the unorganised sector in the 
urban organised sector employment elaxti 
cities have gone down as. fuelled by com¬ 
pulsions of international compctiuon - cost 
reduction and improvement in the quality 
of products - this sector has become more 
capital-intensive. Unlike in the case of the 
urban organised sect* >r. techno logical change 
cannot be blamed for low employment 
elasticities in agriculture. In the agricultural 
sector, new technology was " . almost ax 
often labour using as laboui saving". Here, 
low unemployment elasticities have their 
sources in the mechanisation of agriculture 
as a strategy of reducing wage bills in the 
face ot wage increases resulting from the 
siphoning ol surplus labour mb' the non- 
farm rural and urban sectors Given that the 
employment potential of the rural non-farm 
sector holds the greatest promise, rural 
diversification programmes would be m 
consonance with ti ends already established. 
Bhalla argues However, while an 
“agricultuie-lcd workforce diversification 
proccvx seems to have taken place in the 
pcrtodprcceding 1961". subsequently, rural 
workforce diversification has been induced 
mostly by "forces originating outside the 
agricultural sector" Yet. agriculture ''remains 
one of the keys to sustained overall industrial 
growth in India" In the agricultural sector. 
Bhalla indicates, employment depends 
critically on tbc expansion of gross cropped 
area, this calls for a strategy of investment 
m rural infrastructure, particular);, irrigation 
Vandana Shiva, using an ecological 
framework, provides yet another pcrspcc tive 
on the country's povertv. Shiva argues that 
the dominant paradigm of market-based 
development has grievous consequences for 
the marginalised poor In making her case, 
she identifies three types of intcrmcshtag 
economic systems. These include, apart from 
the ‘market economy’, the economy c*f 
natural ecological processes' tor ‘nature's 
economy') and the sustenance economy' 
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In a lucid exposition, Shiva efl ac u a aa a tha 
guiding principle* of each and apella out the 
implication* of their intermeahing. The moat 
fundamental of the three it ‘nature’* 
economy’, in which regenerative ecological 
proceaae* ‘produce’ a range of natural 
resource* such a* humu* from forcets, water, 
etc. 'Nature'* economy' foster* the ‘turvival 
economy’, in which large numbers of poor 
in the third world derive livelihood* directly 
from fodder, fuel, and other product* of 
nature’s bounty. The market-baaed 
development paradigm, with it* emphaii* 
on commodity production and capital 
accumulation. Shiva argues, ha* encroached 
upon the preserves of ’nature's economy' 
and the 'sustenance economy', resulting in 
a diversion of life-sustaining resources to 
cash crop and commodity production. 
Historically, this has taken the form of 
capitalist appropriation, or privatisation, of 
the ’commons', or the communally-held 
resource* of the 'sustenance economy', with 
the attend antdispoKsession of those for whom 
the commons is a source of basic needs 
fulfilment. In more recent limes, the 
‘privatisation’ of the commons has given 
way to a more insidious form of capitalist 
appropriation via the privileged use of 
technology. Examples include cases of 
traditional fishermen dispossessed of their 
rights in the commons of the sea or river 
by the technology of mechanised fishing. In 
this scenario, the use of technology and 
financial investments by the privileged few 
are the major agents of a "tacit and hidden 
dispossession", with international aid and 
technology transfer the major culprits 
abetting the transfer of resources from 
nature's economy and the sustenance 
economy to the market economy. The process 
is one in which local resources come to be 
increasingly controlled by international 
agencies like the World Bank, with appalling 
consequences. On the one hand, there is an 
"anarchy of resource use” in which affluent 
enclaves thrive even as the resource base of 
the poor shrink. On the other hand, nature's 
law of returns is eclipsed by the imperatives 
of financial returns to investment, so that 
‘nature's economy', overexploited, suffers 
ecological damage. Having depicted the 
dismal consequences of the market-oriented 
development paradigm, Shiva builds up a 
case for a way out. A more rational and 
equitable strategy of resource use is called 
for, she argues. The key, she suggests, 
"...seems to lie in giving local communities 
control over local resources so that they 
have therigbt and responsibility to rebuild 
nature's economy, and through it. their 
own sustenance”. 

Viewing the market development 
paradigm’s adverse consequences through 
the lenses of an institution that is crucial for 
human welfare - the family - Murii Dcssai 
points out that in the agricultural sector, the 


NBP hat meant aa undermining of 
subeistence in favour of cash crops. Mora 
generally, the NEP has aggravated the 
marginaliiation of families that lack acca«t 
to, and control over, resource*, such a* die 
families of landless and marginal farmer*, 
pavement and alum dwellers, and 
unorganised labour. In the formal sector, 
reductions in the workforce have meant that 
“women are the firet to go aa they arelargely 
in the aided social sectors of health and 
education”. "Aa large number* of men lose 
employment, the load on women to earn 
through the informal sector increasesMore 
generally, Deaai's paper deal* with various 
facet* of the family, including die rel ationship 
between the family and the state. Focusing 
specifically on patriarchy aa it imbue* state 
policy, Desai decries the encroachment of 
patriarchal ideology into the public sphere. 
The phenomenon can be seen, for instance, 
in the realm of family law. Thus, in India, 
matters pertaining to marriage, divorce, 
adoption, maintenance, etc, are not subject 
to a uniform civil code but instead depend 
on religious norm* which ..often perpetuate 
patriarchy in the family, violating the 
princijile of equality and justice". In the case 
of law* that are covered by a uniform civil 
code, such as the Child Marriage Restraint 
Act, the Medical Termination of Pregnancy 
Act. Special Marriage Act, Dowry 
Prohibition Act, and provisions in the 
Criminal Procedure Code and the Indian 
Penal Code, “...inteipretation and imple¬ 
mentation ... leave much to be desired". 

Shiva Kumar’s paper focuses on a 
particularly vulnerable category of the 
family's constituents - children. India’s 
standing with respect to her professed goals 
of providing for the protection and 
development of the country's children. 
Kumar points out, is abysmal by international 
standards. Thus, that measure of child 
welfare, the under-five mortality rate, 124 
per thousand live births in India in 1992. 
indicates that the country stood well above 
the world average of 97, and was far removed 
from Japan’s accomplishment of S per 
thou sand. Data show also that the deprivation 
of girls, a* reflected in child survival, is far 
greater than that of boys. In 1981. in 224 
out of 402 districts, child mortality was 
bigherfor females. This dismal child welfare 
scenario has a bright aide, however; if one 
'looks at the child survival scenario over 
time, statistics show a reduction of the under- 
five mortality rate (USMR) from 236 per 
1,000 in 1960 to 177 in 1980 and 124 in 
1992. The accelerated decline between 
1980 and 1992 is particularly impressive as 
lower rates of decline in this period were 
reported by only 45 out of 145 countries. 

Profiling deprivation in the vital 
educational sphere, Kumar indicates that in 
1991, some 19 to 24 millioa children aged 
6-14 years, over 60 per cent female, were 


ifflterate: Data from s ever al parts at &* 
oourrtry show also that primary school 
anrolmecta are better amoag boys, and drop¬ 
out rate* higher for girls. A* for children not 
in school, they invariably work, Kumar start*, 
"either at borne or outside”. According to 
theceaiu*,tbere were 13.17 million workers 
below the age of 14 in the country in 1981, 
moat of them engaged In agriculture. NSS 
data for 1983 indicate 17.36 million child 
worker* aged 5 to 15, end the Operation* 
Research Oroup pi ace* the figure at 44 million 
in the same year. Many of these child worker* 
are paid exploitative salaries. Other*, far 
instance girt children employed in domestic 
activity, are not paid at all. ProWoms of 
destitute and street children cry oat far 
attention as well, Kumar add*. 

Arguing that the income level i* not an 
acceptable predictor of child welfare. Kumar 
points out that while Punjab’s per capita 
income i* twice Kerala’s and Manipur's, it* 
IMR is two to three time* higher. Orowing 
incomes, to translate into child welfare, must 
therefore be appropriately channelled. The 
country’s experience suggest* significant 
disparities in this respect aa indicated by the 
fact that despite a higher per capita income, 
Haryana's health expenditure is lea* than 
that of Himachal Pradesh. Kumar argue* 
further that physical provisioning is important 
but not adequate. He points out that the 
country's impressive gains in terms of per 
capita food production, public distribution 
and Integrated Child Development Services 
(ICDS) notwithstanding, malnourishment 
afflicts an estimated 63 per cent of the 
population under five, a figure considerably 
higher than iho developing country average 
of 36 per cent, and surpassed only by 
Bangladesh’s figure of 66. According to 
Kumar, what is called for in this context is 
an ‘integrated approach' encompassing 
support for the livelihood strategies of the 
poor, child care, and provision of adequate 
access to health facilities. 

Kumar argues that “...there is more to 
basic education than construction of school 
buildings and recruitment of teachers”, that 
there is instead a need to better understand 
"retention, attendance, the quality of 
education, and the teaching and learning 
environment". Government intervention 
does play a crucial role; the state's role in 
the virtual elimination of famine is well 
known. India's government-sponsored 
immunisation, total literacy, teacher 
empowerment and education improvement 
programmes are other cases in point. But 
child welfare also depend* critically on the 
level of social development. Thu*, in the 
health sphere, women’s involvement in the 
workforce, female autonomy, political 
awareness and political participation arc 
crucial explanatory of child health. On the 
ba*i* of a doctoral study undertaken by him. 
Kumar argue* that these factor* underscore 
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tha phenomena] sue ecu stories of infant 
mortality reduction in Kerala and Manipur. 
His prescriptions include: an active role for 
government in "ensuring socially desirable 
levels of provisioning and resource 
allocations"; the need to generate more 
credible and useful dsta; the strengthening 
of legislative safeguards for children; the 
promotion of greater local community 
involvement in planning, implementing and 
monitoring programmes for children, along 
with concerted action by government and 
non-governmental bodies; anon-ad ven anal 
partnership between government and N OOs; 
and tba necessity to go beyond increased 
budgetary allocations- for children to a 
concern with cost effectiveness, access and 
quality of services. 

Contributor* to the book emphasise the 
need for inputs in critical social sectors, 
without which economic growth by itself 
will not translate into social development. 
The papers deal separately with the crucial 
'social sectors' of health, education, and 
housing. N H Antia. analysing the health 
situation in India, argues that in addition to 
the paucity of funds, a consideration which 
imposes a great burden on the public health 
system, there is an absence of political will 
to equitably share available resources. The 
elite-dominated political system promotes 
private sector monopoly not only of health 
manpower and finance but even of the 
resources of the public sector itself. Thus, 
of the 13,000 doctors trained annually by 
the public sector, three-fourths serve in the 
private sector. Other factors identified as 
salient on the health front in India include: 
reductions in budgetary allocations for health 
including water and sanitation, as 
concomitants of structural adjustment: the 
inability of the bureaucratic machinery to 
effectively deal with water and sanitation in 
rural areas, and the consequent incidence of 
water-borne disease and the "...spectre of 
massive resurgence of disease and death as 
a result of malnutrition ... in an economy 
where the strong dictate to the weak... where 
almost half of the population lives below the 
poverty line ...and where the last two deciles 
have only a tenuous hold over life...". 

Antia cites the cost-effective aspect* of 
western medicine as they operate to control 
communicable disease, and points out that 
with the primitive levels of this technology, 
three great killers - malaria, smallpox and 
cholera - were brought to book in the first 
two decades after independence. He adds 
that “...in the next two decades despite a vail 
increase in medical manpower, infrastructure 
and the availability of far more effective 
technologies, there has been a resurgence of 
malaria and cholera ax well as of diseases 
like tuberculosis, gastroenteritis, pneumonia, 
measles, filaria and kalazar for which far 
better knoi wedge of the disease process and 
technology for their prevention, treatment 


and control are now available". Why did this 
happen? Having raised the question and 
whetted the reader’s appetite, Antia should 
have given us some indication of where the 
answers lie. That notwithstanding, he has 
touched upon an issue that must surely feature 
as a salient one among students of medical 
sociology. 

Antia’s prescriptions include in vestments 
in literacy, particularly female literacy, a 
policy thrust that could be expected to result 
in "...better utilisation of available nutrition, 
improvement in sanitation with decrease in 
water-borne disease, and better demand for 
and utilisation of health services”. He speak* 
of the need for political will that is committed 
to the needs of the majority "rather than the 
exotic demands of the few”, and refers to 
success stories from India, among them, 
cost-effective NOO health projects based oo 
the comprehensive decentralised health care 
mode] recommended by the Bhore 
Committee. Antia calls for a greater role for 
panchayati raj bodies in mobilising com¬ 
munity participation, and pleads for a system 
accountable to the people in place of the 
existing bureaucratic, target-oriented one. 

In his paper on education and social 
development. S C Nuna points out that 
education has a critical role to play in 
development, for instance, by contributing 
to improvements in productivity and the 
utilisation of employment opportunities. It 
isaisoasignificantdeterminantof the quality 
of life, as evidenced by the role of female 
literacy in improving health and nutritional 
levels and containing infan (mortality. This 
broad context, Nuna points out, form* a 
backdrop to the National Policy on 
Education, which envisages the growth of 
education as part of an integrated policy 
package for the removal of social, economic, 
regional and gender disparities. The 
challenges that lie ahead, according to N una. 
include the universalisation of primary 
education and the vocationalisation of 
secondary education, removal of regional, 
gender and social disparities, strengthening 
of link* between education and the labour 
market, and transforming the system from 
one that is teacher-oriented and geared to 
the assimilation of ‘received truth’ to one 
thatempbasisex the creativity of the learner. 

Amilabh Kundu and Archani Ghosh, 
writing on the shelter problem in India, 
indicate that in recentycan the government's 
Approach to the housing shortage has been 
characterised by an emphasis on effective 
demand to the detriment of the affordability 
criterion, with the new approach reflected in 
the National Housing Policy Discussed in 
various fora in the late 80’s and adopted by 
parliament in 1992, the NHP suggests that 
public bousing agencies be made more cost- 
effective and undertake more commercially 
viable projects. The criterion of commercial 
viability, however, seems likely to further 


inhibit the flow of institutional finance into 
unremunerative boosing projects for the poor. 
Kundu and Gboafa argue that given the low 
recovery rate for loans given for housing 
projects in the ‘economically weaker 
sections'and‘low income group’categories, 
public bousing agencies (PH At) have been 
reluctantto seek funds from the major agency 
refinancing these, the Housing and Urban 
DevekipmentCorporiUon (HU DOO). which 
earmarks 10 per cent of its funds for 
remunerative projects but requires that 55 
per cent of its remaining disbursements be 
allocated for EWS and L1G schemes. Given 
the difficulty of disbursing its quotas of EWS 
and LiG funds to PHAs, HUDCO finds itself 
hard put to enforce its conditionality that 
disbursements under the EWS and LJO 
schemes go to recipients whose incomes fall 
below the prescribed level. These schemes * 
would at any rate be beyond the financial 
reach of the bottom 40 per cent among urban 
households ranked by income level, a 
circumstance that promotes a ‘filtering up 
process' whereby better off households avail 
of EWS and LiG funding. Further, problems 
of cost recovery being what they are, HUDCO 
has over the years permitted public bous¬ 
ing agencies to shift from a hire-purchase 
approach, wherein cost recovery is spread 
wt over several years, to (he self-financing 
system, which requires (hat beneficiaries 
pay the full cost at the time of purchase. As 
a consequence, bousing has gone even mere 
beyond the reach of the urban poor. 

On (he theme of 'social integration', or 
the 'integration' of marginalised groups into 
the 'mainstream' of Indian society, the book 
has contributions by Asghar Ali Engineer 
and Yogcndra Singh. Engineer focuses on 
the obstacles, essentially political, to the 
integration' of a religious minority, the 
Muslims. Yogendra Singh's paper focnees 
on the 'integration' of three broad categories 
of marginalised groups-the scheduled 
castes, the scheduled tribes and the backward 
classes. Both Singh and Engine er pre s ent the 
issue of the integration of margin slued 
groups in historical perspective. 

Colonialism, Singb argues, gave rise to a 
'two pronged' movement in India. Among 
the traditional uppercasteclitc. it engendered 
nationalistic sentiments coupled with the 
need for basic social, cultural and economic 
reform of society, of which they were a 
dominant and privileged constituent. Among 
the most exploited groups such as the debts, 
tribal* and peasants, colonialism 
"exemplified exploitation" and stimulated 
protest movements. Both trends were anti- 
British. hut there was a tension between the 
two: while the nationalist movement's 
integrative pulls aimed at incorporating the 
marginalised groups of Hindu society into 
a reformed Hindu nationalism, this was 
resisted by pressures for cultural and social 
autonomy. The tendency towards autonomy. 
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Singh points out, wu forcefully articulated 
by Jyotiba Phute, the 19th century radical 
who en visagcd a front of dalits and *backward 
castes’, united in opposition to the 
exploitativeness of both the brahminical 
order and the colonial state. At ala ter phase, 
Ambedkar too envisaged the unity of the 
‘non-brahmins’ in a struggle against the 
traditional caste-brahminical order. But 
Ambedkar also espoused a historically new 
perspective in which caste and religion were 
rejected as principles of integration in favour 
of the universal and humanistic values of the 
Constitution of India, to which he made a 
leading contribution. The Constitution did 
acknolwedgc caste by singling out the SC*, 
ST* and OBCs for protective discrimination, 
but only as a time-bound policy. 

In assessing the effectiveness of the 
constitutional paradigm of integration, Singh 
argues that while on educational and cultural 
fronts the marginalised groups have made 
considerable progress, they have lagged 
behind in the economic and social spheres. 
For instance, gains on the literacy and 
employment front among the SCs 
notwithstanding, as many as 72 per cent are 
marginal farmers and another 12 per cent 
landless labourers. Further, in 1982-83, as 
many as two-fifths of the SC population in 
urban areas and half the population in rural 
areas were estimated to be below the poverty 
line. The OBCs. while historically aligned 
with tbedalits in the fight against brahminiam 
were socially and economically much better 
placed than the latter. Feasant castes with 
a strong agricultural tradition, many of them 
were substantial landholders. A large section 
continue to be impoverished and in need of 
protective discrimination, but a 'substantial 
minority’ have amassed economic and 
political power. With their rise to political 
dominance and their growing social and 
economic status, the OBCs, far from being 
a marginalised group which hat to be 
integrated into the centre of Indian society. 
“.. .constitute the new centre of Indian society 
in the making”. As for the scheduled tribes, 
tbeir marginalisation and deprivation have 
been extreme, Singh asserts. While pointing 
out that militant demands for political 
autonomy have characterised tribal struggles 
against exploitation. Singh strike* an 
optimistic note, placing his faith in the 
restoration of democratic rights and the 
processes of development that make for 
conatractive links between the tribal* and 
the wider society. Singh concludes by arguing 
that primordiality. whicb has formed the 
grounds for the mobilisation of the 
marginalised group* cannot provide a stable 
basis for their integration into Indian society. 
Whik traditional caste society andthejajmani 
system it encapsulated formed a basis of 
integration in the past, it was a system in 
which inequalities were legitimised; now. 
the old order has been replaced by the republic 


and the nation aa alternative principles of 
integration into “a plural aocietal frame¬ 
work”. Singh argues that it is “association 
of interest groups" and not caste that is the 
new paradigm of-societal integration. 

Singh's paper is followed by Engineer’s 
analysis of the factors which jinx the 'social 
integration’ of the country's Muslim 
community. The thrust of Engineer’s paper 
is that tension* between the country's Hindus 
and Muslims have fed into and been 
exacerbated by the political process. He 
reiterates this view as he traces political 
developments in the country over the decades. 
Citing Indira Gandhi's rise to power on the 
socialist, secular, pro-weaker sections/ 
minorities stand. Engineer maintains that 
political opposition took the form of 
propaganda which was aimed at inciting 
communal tensions. The intention. Engineer 
argues, was to erode that key element in 
Gandhi’s electoral success - her platform of 
secularism. During the e arty 70s, the picture 
changed as, following the Bangladesh 
liberation war, Gandhi’s popularity was at 
its peak and her political position unassailable. 
Simultaneously, there was a drop in the 
communal temperature and a respite from 
communal rioting. Subsequently. during the 
emergency, Gandhi and her son Sanjay 


antagonised Muslim sentiment with the 
government’s coercive family plannlngdriv 
by its forcible demolition of Muslim home* 
near Turkman Gate, an episode which 
involved police firing and deaths of children 
crushed under bulldozers used in the 
operation. With the press muzzled, the 
Turkman G ate episode assumed exaggerated 
proportions through the spread of rumours, 
causing widespread disenchantment. 
Eventually, when elections were held ir 
1977, the Muslims for the First time after 
independence voted for a non-Congress 
party. Though the Muslims subsequent 
voted for her in 1980 in the absence of a 
viable alternative, Q andhi realised she could 
no longer command the Muslim vote at 
massively as she did before. Consequently, 
she began to cast her political net wider, 
seeking to compensate Muslim support v.ith 
middle caste Hindu votes. In the process, the 
began to pedal soft communal ism. Spurred 
by the political challenge of Gandhi’s soft 
communalism and RSS support for it, the 
BJP. a party committed to ‘secularism and 
Gandhian socialism’ began to take a hard 
communal line. These political developments 
overlapped with a softening of Gandhi’s 
stand against the RSS. Until 1979, she had 
stridently blamed the RSS for inciting 
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communal rioting. Aft er ward*, abe * topped 
doing ao, 

Engineer goea on in this vein, using an 
essentially ballot box paradigm to analyse 
the events surrounding such developments 
as the Meenakshipuram conversions, the 
SbahBanocase.andtheRamJanmabhoomi- 
Babri tnasjid conflict. These, he claims, 
revolved essentially around the politics of 
identity. Engineer sees this as integral to a 
theoretical framework wherein, with a 
deepening of the political process, political 
consciousness in a relatively backward deve¬ 
loping country setting gets to be articulated 
in tenns of the economic and political aspira¬ 
tions of ethnic communities, with deprived 
ethnic groups mobilising for redressal and 
entrenched groups seeking to preserve 
hegemony. In such a scenario, ethnicity 
becomes a factor in political equations. 

At one point in bis paper, Eng ineer fleshes 
out this paradigm with an illustration of the 
overlap between deprivation and ethnicity 
among the Muslims of India. He points out 
that following partition and the Pakistan- 
bound emigration of the propertied and the 
professional and educated Muslim middle 
classes of UP and Bihar, the poorer Muslims, 
who then constituted the bulk of the Muslim 
population of the region, found themselves 
bereftof the progressive role that the educated 
Muslim middle classes could have played. 
While Engineer presents us with an 
abhrevi a ted tour of the recent political h is lory 
of Indian communalism. he is silent about 
the circumstances under which the politics 
of identity yields to thepoliticisation of such 
vital issues as health, literacy and potable 
water in rural areas. 

Vina Mazumdar's papersuggests that there 
is grounds for hope on this count, and that 
this stems from the growing strength of the 
women's movement in India. Mazumdar 
argues that the institutionalised oppression 
and subjugation of Indian women via 
' structures of patriarchy 1 , operating through 
the family, community and the state, form 
the backdrop to a grass roots movement for 
women’ s emancipation in the country. While 
the nationalist movement, emphasising 
equality of all before the law. militated against 
the subjugation of women in the inherited 
social order, processes of political and 
economic transformation strengthened and 
reinforced structure* of patriarchy and 
contributed to the economic marginalisation 
of women. Yet despite all the factors working 
against it, the urge for women's emancipation 
would not be suppressed. This is a source 
of optimism, not only because it is a counter 
to the farces operating to perpetuate the 
oppression of women in society, but also 
because it augurs well for a broader tradition 
of popular participation. Mazumdar points 
out that “at various gatherings away from 
the control* exercised on them by the family, 
community and other collectives, women 


demo nitrate their urge and capacity to break 
free of all such boundaries... They do not 
aeek todiaown their obligations or attachment 
to the family, but crave for an additional 
altera atfte or extended iden tity to articulate 
their anguish at thedestnictioo of tbetrnatural 
and social environment, of the threatened 
future of theirchiktren and their own capacity 
to nurture them, and their determination to 
achieve solidarity in the common struggle 
for a better future for all.” 

Complementing Mazumdar's perspective, 
Dinesb Mohan's paper points to another 
front on which the scourge of communalism 
needs to be countered. In presenting the 
backdrop to his perspective on the coounun al 
menace, Mohan argues that in this age of 
instantaneous global audio-visual communi¬ 
cation, accomplishments are judged on an 
international scale and the worth of nations 
aasessed in terms of their achievements in 
science sod technology (SandT). A nation's 
susceptibility to this yardstick of worth is all 
the more if it cannot take pride in accomplish¬ 
ments of a different sort, for instance, in 
innovative development strategies which 
benefit the masses and instil pride and the 
hope of abetter tomorrow. Outclassed by the 
achievements of the west in S and T and 
overwhelmed by a sense of inferiority and 
defeat, peoples and commuaities-then turn 
to their religious identity and to their past 
as sources of moral superiority and pride. 
This fuels fundamentalist revivals, such as 
those of the Islamic movements in Iran. 
Egypt, Pakisan, and Algeria; and of Hindutva 
in India. 

According to Mohan, corrective steps 
should include encouragement of innovative 
need-based technologies as a counter to 
international yardsticks of world class 
technologies. Further, be says. India needs 
to promote indigenous technology in select 
areas where the country has a comparative 
-advantage, so as to enthuse posterity with 
“hope and the desire to innovate''.and counter 
“the sense of inadequacy and a feeling of 
defeat” that the invading global technologies 
of the MNCs bring in their wake. Indigenous 
technology must be disting uisbed from global 
technology. Elaborating upon this theme, 
Mohan argues that during colonial times, 
when technological products from (be west 
were transplanted in its colonies, technology 
was truly global. In recent decades, however, 
there has been a trend towards the degloba¬ 
lisation of technology. Urban buses in tbe 
low income countries (LIGs) for instance, 
based on once global technology, cater to 
far greater peak loads than those in the high 
income countries (HICi). Likewise, the 
capital-intensive, low occupancy highspeed 
trains of the HICs will not be affordable in 
the UCa for years tocome. Diverging social 
needs and the development of indigenous 
capabilities underlie this deglobalisation of 
technology. The process needs to be 


encouraged, with products that are becoming 
Don-global identified and made the focus of 
innovative research and development. 

PV Indireaan give* us a somewhat different 
perspective on the role of technology in 
society. Citing tbe New Economic Policy. 
Indireaan voices tbe concern that “...even if 
the economy fares better, social conditions 
are liable to get worse". Economic welfare 
and social justice require that increasing 
doses of market capitalism are balanced by 
investments in public goods, which, “...by 
definition are available to tbe poor as much 
as to the wealthy”. Indiresan's paper 
concerns itself with how investments in 
one type of public good - transport and 
communication - can accomplish this by 
contributing to the development of rural 
areas and thereby attenuating the disparity 
between tbe village and the city. Rural- 
urban disparity. Indireaan maintains, stems 
from differences in 'connectivity', a term he 
defines as "... the number of people each 
citizen can connect to in a given unilof time". 
Given that tbe variety of service* and high 
productivity jobs that a well-connected city 
supports depends on its level of connectivity, 
the question arises as to whether a rural 
setting with an equal degree of connectivity 
as a well-connected city will replicate the 
city's amenities, services and productive 
employment. On the assumption that it wilL 
Indircssn proposes an efficient rural public 
transportation and telecommunications grid 
that will link India's villages to rural 
populations of the order of 400 to 600 
thousand, approximately the numbers 
inhabitingsuchdtiesas Edinburgh, Frankfort 
and San Francisco. Indireaan argues: “...it 
it not unreasonable to assume that this order 
of connectivity will be sufficient to support 
modern urban amenities in a rural setting; 
and that in such a case, rural area* too can 
develop at well a* cities.” The cost of the 
proposed grid, largely those of tbe trans¬ 
portation network and support services (as 
improvingIbenumberoflinesavailabieto a 
ruriti telephone connection at local rate* in¬ 
volve* chiefly administrative decisions and 
little additional investment), work* out to 
Rt 1.00.000 crore. The investment would 
benefit 10 times as many people as tbe 
number that would benefit if tbe sum were 
used to upgrade metro services. Toc lun i n ate 
the disparity bewceu the village and tbe city. 
it is also required that tele-ineffective ser¬ 
vices. those that should be available within 
walking distance (water, municipal service*, 
etc) be provided in rural areas on par with 
corresponding amenities in urban settings. 

These, then, are the contributions by tbe 
various scholar* of the hook. The perspectives 
they provide are, for tbe most part, varied 
articulation* of a 'nay' to the New Economic 
Policy. Tbe volume hopefully will fulfil its 
missionof stimulating nation - wid e debate 
and discussion on the issues it highlights. 
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Dollar Empire: Logic of Decay 

Frederic Clairaroat 

• 

The punch-drunk dollar is on the ropes and its central role in the 
monetary galaxy raises crucial questions about the very survivability of 
capitalism. Five years after the collapse of the Wall where are the 
protagonists of the New Economic Order chanting the glories of 
unadulterated economic liberalism? The mythology of free trade has 
been tom to shreds. The logic of the dollar’s decay helps us to 
understand why. 

IN the wake of recent panic foreign exchange surprise Co so many in view of the absence 
markets are looking for some beacon of hope of any international monetary discipline, 
and stability. B ut neither hope nor stability signalised by the US sabotage of the Bretton 
is on the agenda. At an accelerating tempo, Woods agreement? It will be recalled that 
the universe of finance capital in 1995 will the liquidation of the dollar gold exchange 
continue to be one of chronic instability, standard gave way to a floating exchange 
fear, bankruptcies, massive job liquidations, rate system. Or no system at all. No less so 
Reverberations of the dollar’s meltdown is than national income aggregates, currency 
farfromover; aproccssthatgocsfarbeyond trajectories over time are fairly accurate 
what the conventional economic wisdom barometers of a nation's economic health. 


waves of current account and budgetary 
deficits wedded to profligate spending; 
national debt (S 5.1 trillion) spiralling into 
the stratosphere; a casino banking and 
credit system that is at once archaic and 
unjust, unable even to meet the minimum 
requirements of morally acceptable standards 
of national development These are bat a 
selection of formal quantifiable elements 
that comprise the dollar's pathology. Their 
lethal evolution will continue to have 
disastrous political reverberations both 
nationally and internationally. Let us peruse 
briefly some of the factors that feed the US 
caste oligarchy’s delusions that it can live 
off other people’s money indefinitely. 

What the Numuks Mean 

US private, corporate and public debtoace 
again hit record levels in 1994. The summit 
is not yet reached. The US requires a 
minimum of $ 225 bo yearly to feed its 
deficits. This pinpoints the extent to which 
it is living off borrowed time and borrowed 


would label 'amniket correction'. The empire 
of the dollar and the financial galaxy in 
which it orbits is a ticking time-bomb. 

The market shakeout and shakedowns in 
recent weeks have destroyed all semblance 
of international financial stability. There is 
nothing that augurs a return to ‘normality'. 
NAFTA is on the ropes, the Canadian 
economy is buried in debt, bedevilled by a 
depreciating dollar. The mass capital exodus 
of billions of dollars from Latin America is 
on the march. Whathas amplified thedollar's 
implosion is that it coincided in time with 
the political and economic eruption in 
Mexico, the ignominious collapse of one of 
the most powerful pillars of the British 
. financial establishment and worldwide 
financial destabilisation. 

While the westefh hemispheric quasi¬ 
colonial currencies have been plunging 
vis-a-vis the dollar, the greenback, the 
world's major reserve currency, has been 
battered by two major imperial currencies. 
The precipitous fall in the world’s leading 
reserve currency is a continuous function 
of the relative global decline of the 
American empire; it highlights the 
dynamics of inter-imperialist antagonisms 
that are ripping apart the already tattered 
fabric of the world economy. The dollar’s 
debacle and the policies which engendered 
its pathology over the past three decades 
is fast approaching aday of reckoning. But 
of course the hapless dollar is not a solitary 
swallow. 


or inversely, as in the US, of its inherent 
fragility. 

What the graph reveals is that the 
greenback's woes vis-a-vis the two major 
imperial currencies were discernible before 
August 1971 - and this was one of the causal 
factors in the US scuttling of Bretton Woods. 
What the universe of Big Capital is 
experiencing is a crucial infection in the 
history of post-war international financial 
relations. The pervasively corrupt and 
wobbly structure of finance capitalism: 
banks, insurance companies, mutual and 
pension funds, foreign exchange markets 
and financial flows are cast adrift, buffeted 
by gigantic speculative tornadoes whose 
ravages are cataclysmically forcsecable-Only 
about 2 per cent of the more than one trillion 
dollars traded daily are destined for 
product! ve purposes. With the doll ar loading 
the pack, banking and finance transactions 
are nothing more than a colossal crap game, 
played by mega financial institutions that 
are totally unaccountable to any national 
entity. 

The dollar's meltdown is not fortuitous; 
in essence, it springs from the criminal 
rejection of every act of fiscal rectitude and 
budgetary prudence by the US money 
managers. At the very moment when the 
dollar’s apoplexy was at its apogee the US 
Congress had the arrogance to reject the 
Balanced Budget Amendment b short, the 
deficits willcontinuetopile upafeompound 
interest rates. 

Among the reasons for a stricken dollar. 


money, i e, the world's savings. Its net 
savings rate measured 2.6 per cent of 
disposable income in 1994. sharply lower 
than the 9.4 per cent average for the 50s and 
60s. Despite a record S 140 bn trade surplus 
the money to plug this deficit will not come 
from Japan. A Soga Shosha trader puts it 
bluntly: “I don’t know what's going to be 
the bottom of the dollar 90, 80, 70 or is 
it 50 yen or perhaps lower?" This query 
epitomises the depth of the empire's 
tragedy. The intoxicating 80s with money 
flowing in are over. In addition to the cost* 
of Kobe's reconstruction, balance sheeb of 
Japanese banks are still loaded with non- 
perfonning loans. This stems from the 
Bubble's burst in 1991, as well as the need 
to prop up a teetering stock market. 
Moreover many Japanese banks have been 
bled by the speculative fallout of Baring* 
But that’s not all. 

Japanese investors have been sizzled by 
the greenback’s depreciation. These losses 
amount to a staggering $430 bn since 1975. 
The same Mitsui trader indignantly asked: 
"Why should wc invest in a currency whose 
money managers have trampled on their 
own currency?’ ’ Certainly J apanese in vestorr 
will be putting their money into the US. but 
increasingly soon a short-term basis. Japan'* 
corporate treasurers have already set then 
targets for other geographical regions. 

By end-1994, the US current account 
deficit hitS 166 bn. According toone treasury 
estimate this is sot (orise to $ 190bninl99^ 
This figure must also b 55-60 bn to bond* 


Douax’s Meltdown 

The magnitude of the dollsr's turn We since 
the onset of 1995 is staggering. But why 
should this momentous event come as a 


the free fall of the peso is not of central 
significance. More pertinent, however, is 
the perilously widening gap between 
savings and investment; differentials in 
interest rates and productivity; rising tidal 


and equity markets in 1994 as well as nc 
foreign debt obligations of $ 600 bn. Fo 
a long time the slippage in overseas weali' 
was ignored. US income flows are no<4 
negative. On the premise that the trad! 
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Boons: Tw DouAt's Decor, 1970-1995 
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1970 7273 74 75 76 77 78 79 8081 82*3 84 85 86 87 88 89 90 91 92 93 94 95 


mrce: Dataitream 

icifit, including transfers,remain at around 
percent of ODP, the outflows would build 
p rapidly. This means (bat the current 
.-count deficit would continue to climb and 
st foreign debt too. Where will the dollars 
wie from to pay these charges? 

A balance sheet has two sides: assets and 
abilities. Interest rate charges and 
:imburscmenU arc already absorbing a 
zeable segment of federal revenues. Have 
le caste oligarchy forgotten the arithmetic 
f compound interest that comprises the 
payment of both interest and principal? 
his ruinous national balance sheet would 
ten be worse if interest rates rose and the 
ade balance further deteriorated. If the 
csent movement continues, net debt is 
:ely to hit 45-50 per cent of GDP by 2000. 
What is so frightening in these appall- 
g numbers is not simply the extent to 
hicb the US is simply living beyond it* 
cans - it has been doing that for a very 
ngtime - but alsohow rapidly the financial 
iterioraiion has occurred. Of course such 
dghtx of indebtedness are by no means 
lique to the US. Italy’s public debt now 
and* at 120 per cent of GDP. Servicing 
is debt is already gobbling up nine-tenths 
' its GDP. Italy, another Mexico in the 
iking, is well on the road to an even more 
ushing financial implosion. 

Wm* CormutT 

The cracking of the dollar must be seen 
ithin the context of global debt and 
ponential debt creation. Corporate, 


household and government debt surpasses 
an estimated S 31 trillion galloping at a 
compound rate of about 9 per cent yearly. 
That's more than three times as fast as world 
GDP and trade. These disparate rates are 
unsustainable. This being so. at what point 
it may be asked, will the world financial 
bubble burst? Exacerbating this critical mats 
is the uninhibited liberalisation and 
concentration of capital that hit $ 336 bn in 
1994, surpassing the 1988 record of $ 335 
billion. Those numbers relate exclusively to 
the US. 

If (his stride continues unabated the value 
of fusions, mergers and acquisitions would 
not be far short of S 12 trillion globally 
by the century’s end. This is the numeric 
face of what 1 have categorised a* the 
Corporate Economic Gulag (CEG). Or to 
put it another way: the sheer magnitude of 
this figure with its horrendous Gulagitc 
implications -political and social - is that 
it represents more than twice the 1993 
US ODP. 


Because of the unsynchronised workings 
of world markets the bubble’s bunting will 
not and cannot transpire at a specific nodal 
point in time. What may be said is that the 
bunting of Japan’s bubble economy, the 
decomposition of Mexico’s financial and 
political structures, the crumpling of the 
dollar, and the velocity of the Barings 
disintegration are merely the hors-d’oeuvre 
to the impending firestorm of an authentic 
Big Bang. 

The dollar’s quandary must also be related 
to burgeoning foreign exchange markets In 
1986, some S 290 bn were transacted daily 
on these markets; by 1990, they topped 
S 700 bn; by end-1994 they scaled S 13 
trillion. This is Skullduggery Inc. as a Wail 
Street accountant facetiously described a. 
The racketeering of the world of finance 
capitalism at this juncture would make the 
mobsters of BCCI, the manipulators of the 
Savings and Loan Associations, the swindles 
of the Milkens and the Keatings look like 
a bunch of amateurs. This free- wheeling big 
time racketeering is happening hourly on 
foreign exchanges, 24hours a day worldwide, 
gambling on the minutest of margins and 
raking in Big Money El Dorados (and losing 
them too) in split seconds with that 
commodity of commodities - money. This 
is happening not only on derivative markets 
botovCTthe entire.spectrum of finance capital. 

Is Sum 

The punch-drunk dollar as a currency is 
on the ropes, but its central role in the 
monetary galaxy raises crucial questions not 
only about tbc future trajectory of unrestricted 
mega corporates and liberalisation, but die 
very nature of the survivability of capitalism 
as it swings into the third millennium. Five 
years after the collapse of the Wall where 
are the protagonists of the New Economic 
Order chanting the glories immutable of 
unadulterated economic liberalism? The 
discredited ideologists of 'free wide’ have 
run for cover. Their once thunderous voices 
have been reduced to an incoherent babhle 
The mythology of free trade - it was always 
a myth - has been tom to shreds. The 
logic of the dollar’s decay helps us to 
understand why. 
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PERSPECTIVES 


Studying Common Property Resources 

Biography of a Research Project 

NSJodha 


An aspect of ‘methodology’ researchers rarely report are the processes 
and procedures they have to use while conducting research and 
disseminating its results. Here the author highlights the many hazards 
of conducting an unconventional hut worthwhile research study. 


I 

Introduction 

THIS paper summaries my presentation 
at a recent meeting on emerging trends in 
conduct of applied social science research. 
This relates to the study of rural common 
property resources (CPRs) in the dry 
regions of India (1982-1986). which proved 
to be my most effective research in terms 
of its operational use by several agencies 
ranging from the grass roots level NOOs 
to national and international development 
agencies. Policy-makers and planners 
dealing with wasteland development, anti- 
poverty programmes, environmental 
problems in fragile resource zones and 
researchers from the areas as far-ranging 
as watershed management to resource 
economics have used the results and data 
of the study in different measures. At least 
six of the articles based on the work have 
been reprinted in the journals and books 
of readings nationally and internationally. 
This also prompted the initiation of a 
number of CPR studies in the country, 
"inally, the CPR research shifted focus of 
my professional work from agricultural 
economics to the larger issues of 
environmental resources, sustainability, 
and participatory development strategics. 
The effectiveness of the CPR study under 
question is due to the fact that it attempted 
to record and project some realities, which 
all of us routinely see and yet do not 
recognise. It provided data, insights, and 
analysis that helped to integrate the 
problemsof rural poverty, resource access 
and environmental instability, which in 
turn form the mandate of several agencies 
grappling with the problem of rural 
development. 

In this paper, I do not reproduce the 
results already reported Nor will the formal 
methodology used for the study get undue 
attention. I will focus mainly on the pro¬ 
cesses and procedures through which 1 had 
to pass while conducting the research and 


disseminating its message. This is one 
aspectof ‘methodology' which researchers 
rarely report in their studies. I hope the 
following narration, besides amusing some, 
will enlighten many about the hazards of an 
unconventional but worthwhile research 
study. 

n 

Genesis of the Study 

As a background to the CPR research the 
following will be useful. During 1979-81. 
I worked in Tanzania for the International 
Institute of Tropical Agriculture (IITA). 
The year 1980 was a severe drought year 
. for East Africa. Newspapers and others 
predicted famine, miseries and some deaths 
in Tanzania. As a part of the work on 
farming systems studies, wc regularly 
visited some of the worst-affected areas in 
the country. The year passed and none 
died. The secret of people's survival was 
the sustenance-support they received from 
the village commons, which was invisible 
to both media and the statistical systems 
designed to cover rural situation. This 
induced me to reflect on the Indian 
experience, where a large majority of the 
poor people survive and multiply, despite 
their being below the official poverty line. 
Here too, despite their invisibility to 
statistical reporting systems, the CPRs play 
a significant role in people's economy and 
survival strategies. 

When I rejoined International Crops 
Research Institute for Semi-Arid Tropics 
(ICRIS AT), Hyderabad, after my Tanzanian 
stint, I proposed a study of CPRs in the dry 
regions of India. In the 'in-house review’ 
meetings, where research proposals are 
debated and approved, every one frgm the 
director-general downwards (except my 
colleagues from economics programme) 
opposed the proposal. Reacon: "being a crops 
research institute", they emphasised, "we 
have little to do with the CPRs(f)”. Based 
on some past, scattered data on the contri¬ 


butions of village pasture*, forests, etc, to 
the village income rod employment, I argued 
that in some areas, die rural poor derive as 
much as 25 per cent of their sustenance from 
CPRs. If the latter degrade and disappear, 
the prospective crop technology from 
ICRISAT will have to produe 25 per cent 
extra for maintaining the existing levels of 
living of such groups. The pleadLig fell on 
deaf ears, until the chairman of the 
governing board of ICRISAT, Bantley, a 
soil scientist by background, sitting in a 
corner as an observer in the in-house 
review, uttered a few words supporting my 
proposal. As a result, I was given one year 
to prove the relevance and utility of CPR 
research for ICRISAT’s work. Incidentally, 
much after the completion of the study and 
widespread use and recognition of its 
findings, around 1989. when ICRISAT 
(like rest of the International Agricultural 
Research Centres dealing with crops) was 
under pressure to also address issues 
relating to environmental resources and 
sustainability, the above CPR study proved 
quite handy for them, to prove their long 
standing!!) concern for these issues. 

Teething Troubles 

1 took the challenge to prove the relevance 
of CPRs forICRISAT. We re-tabulated some 
earlier data on village pastures, community 
forests, village wastelands, watershed 
drainages, etc, which constitute CPRs in dry 
regions of India, but until then were never 
called as such After publicising the 
inferences and concerns,generated by the 
initial work to selected agencies supporting 
rural research, we were overwhelmed by 
the response from agencies such as the 
United Nations Environment Programme 
(UNEP), Com-monwealth Forestry Bureau, 
Canadian Climate Programme and the Ford 
Foundation. Governed by the experience 
of past projects 1 managed, that “more 
project money one has. more time one has 
to spend on managing money rather than 
doing substantive project work", I opted 
for the smallest of the offers. The Ford 
Foundation promised $ 33.000 which 
covered the project cost as well as my 
salary and honorarium to my more than 60 
small and big collaborator*. Beside*, the 
Ford Foundation proved extremely flexible 
in design and revisions of project as 
demanded by our emerging understanding 
of the CPR situation. 

However, despite the above promise of 
support and seriousness on (he part of the 
Ford Foundation, we had several slips 
between cop and lip. As per the ICRISAT- 
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<301 memorandum of understanding, the 
gnat from any foreign agency to ICRIS AT, 
does not have to pus through the process 
of govemmeotof India approval. However, 
by mistake the Ford Foundation submitted 
an approval request to the government 
along with the research proposal. Since the 
CPRa cover components relating to forest, 
water, pasture, watershed, wasteland and 
agricultural land, the proposal was made 
to shuttle between different ministries, as 
each of them finding the mention of subject 
covered by another ministry conveniently 
disowned the responsibility and passed it 
on to others for approval. It wu a typical 
case of ‘commons ownership implying no 
one’s ownership'. Almost after eight 
months, the Ford Foun-dation withdrew 
the request for approval and made a direct 
grant for the study within a week. 

This led to the second category of pro¬ 
cedural hurdles. The study proposed to cover 
all dry tropical regions and wu designed 
to be a collaborative effort. The ICRISAT 
administration insisted that u per the 
ICRISAT-ICAR (Indian Council of Agri¬ 
cultural Research) memorandum of under¬ 
standing. the project collaborators should be 
the ICAR institutes or agricultural univer¬ 
sities only. Besides, the non-availability of 
appropriate co-opcrators, this would have 
required ICAR approval, which as p>er the 
past experience of ICRISAT would have 
taken more than a year. Furthermore, there 
wu strong suggestion for a rigid statistical 
sampling (violating the very spirit of the 
study u conceived) and collection of data 
using the ICRISATs investigators, who 
through a prolonged engagement in collec¬ 
tion of household and plot level data from 
the same farmers and villages for 10 years 
had become rather mechanical - and 
unsuitable for the CPR investigations. Thus 
at one stage the study seemed to be a non¬ 
starter. 

However, a round-about solution wu 
found, by treating the project as a special 
study conducted by the author for the Ford 
Foundation. ICRISAT wu thus relieved of 
observing the aforesaid procedural forma¬ 
lities as well u praying my salary and project 
costs from tbeir budget. I made the fullest 
use of the freedom and flexibility created in 
the process, u reflected in the methodology 
used in both the field work and target group 
focused analysis and reporting of the results. 

m 

Methodology: Mb of 
Unconventional Approaches 

The study coveted over 80 villages in 20 
districts of eight arid/temi-aiid tropical states 
of India. As a first step in the area selection, 
1 identified or located the potential oo- 


operaters for fee study asinginypwt contacts 
«nd association wife the Draught-Prooe Area 
Programme, the Agro-Ecooomic Research 
Centres and the selected departments in 
regional universities. Once an appropriate 
collaborator wu identified the area (around 
his/her residence or place of work) wu 
automatically selected. The only condition 
wu that such areas should fall within the 
broad soil and rainfall zones of dry tropical 
regions of India.This method of investigator- 
centred choice of areu wu essential because 
CPR study required a close feel of the field 
and knowledge of the local oral history and 
curren tsituation of the area. The study covered 
information on several sensitive issues. All 
this would have been difficult with pre¬ 
selection of areu and {Hitting investigators 
u strangers in different areu. The study 
proved to be a joint effort of over 60 co 
operaiore whose age ranged from 16-60yeare. 
literacy level ranged from pre-school to PhD, 
they belonged to the occupational groups 
such as traditional farming, teaching, research, 
community weak (eg, NGOs), and students 
attending schools. Put together, they repre¬ 
sented eight linguistic groups, but half of 
them could communicate in at least two 
languages. 

The collection and verification of 
information involved a mixed use of methods 
employed by anthropologists and economists. 
Depending on the requirement, relevance 
and feasibility. the methods sucb as structured 
survey-, group discussion, case histories and 
physical observations/measurements were 
employed. Much before the now popular 
methodologies of rapid rural appraisal (RRA) 
and participatory rural appraisal (PRA) were 
coined u such and acquired the limelight 
this study employed these methods. It may 
be added that except for the esse nti al common 
and basic information, all villages were not 
uniformly covered for each aspect of the 
inquiry. The choice in this regard was guided 
by the relevance and presence of the focused 
problem in the concerned village/area. In 
some sense, the field investigations were 
process and awareness driven. Accordingly, 
in the process of work (including the sharing 
of prelim in try results) during the first two 
years, as we became aware of the new 
problems and possibilities, the same were 
added to the list of issues to be examined. 
This was steward of tbc flexibility mentioned 
earlier. The primary data thus collected were 
supplemented by secondary data from the 
historical or current records as well as other 
village studies, particularly by ICRISAT and 
Agro-Economic Research Centres. 

Since most of the data formed a mixture 
of qualitative and quantitative information 
on the current and historical situation of 
CPRs at micro-level, they were initially 
gathered using the diary method rather than 


structured questionnaire. Moat of the 
processing too involved each 

information and manually tabulating it for 
spectfKpHuposes. Consequently,inostof the 
data could Dot be prat on computer disks. On 
the insistence of my quantitative-orieoted 
economist colleagues, 1 subjected some of 
them to regression analysis for a paper for 
a FAO meeting on rural institutional 
development in 1987. The discussant of the 
papier, a well known agricultural economist 
commented, The author by using regression 
has ruptured the beauty of insights and 
understanding conveyed by the descriptive 
account of the CPRs in India." This was the 
end of the further desire for any quantitative 
analysis of the data. Hence, the large set of 
data re la ting to CHt units, households, villa¬ 
ges and district/sub-district were analysed by 
simple method involving bi-variate tablet. 
The relative simplicity and transparency 
associated with this method of information 
processing, proved to be one of the main 
reasons for appeal and utility/usability of 
CPR-study for NGOs and different develop>- 
ment agencies. 

Before, we comment on the key findings 
and tbeir use by different agencies, a word 
on unusual difficulties faced during the 
fieldwork. Despite all the arrangements for 
fieldwork, etc. made according loouxchoice, 
the process of work was not obstacle free. 
Intimidation, threats, and physical harm to 
my field-level co-operators - at least in three 
villages, by those who had illegally grabbed 
CPR lands, was one constraint to smooth 
working. Equally problematic was the 
opposition by different village factions, who 
alleged us to be the allies of their respective 
opponents. The periodic logistic failures 
' (as we only rarely used ICRISAT facilities 
unless it was very essential and not influenc¬ 
ing our work style and rapport with die 
. villagers), came up in different forms. 
However, a most significant threat came 
from the government of India. 

In 1985. in the wake of the disclosure that 
foreign espionage agencies bad a deep access 
to the office of the prime minister (Rajiv 
Gandhi), the whole atmosphere was 
surcharged with rumours indicating that CIA 
has its sources of information in several 
major institutions in India. Based on half 
truths and misinterpretation of facts supplied 
by some disgruntled clement in the national 
staff of tiie institute. Press Trust of India 
(PTI) released a story nationwide, about 
ICRISATs supposed participation in CIA 
activities in India. One of the examples in 
(be CIA stoty referred to the information 
gathering on India's common prop Ki ty 
resources’. As a pitrt of the enquiry teams 
from the government of India (which proved 
the PTI story comp l e te ly baseless), a group 
came to interrogate me as the principal 
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y rescarcberof the CPR project. A* apreface 

to their q nestioaing, the enquiry team stated 
the following: “Indit’i common property 
resources ire our beritige and wealth, they 
should be protected, and information about 
them should not be collected and publicised 
in the interest of the country. The foreign 
agencies, not interested in India's 
progress, can damage over common 
property resources." 1 responded to their 
concern broadly in the same words as used 
by the inquiring members, “Yes, common 
property resources are our real assets, and 
they should be protected, but we 
(governments) do not do so: we need 
information on them because we do not 
know about them and hence allow their 
degradation and decline. Information 
collected under the CPR study will help 
rural communities to develop and 
sustainably use them." In response to then- 
next questions I explained that these 
resources include village pasture, 
community forest, village wasteland, etc. 
The committee members-wore shockingly 
embarrassed when confronted their own 
ignorance of CPRs. After a brief murmur 
•bout why CIA should be interested in 
India's community grazing lands, they 


profusely blamed the PTI for a misleading 
story and closed the enquiry. 

IV 

M^jor Ftedtogs and Inferences 

In order to give a feel of the findings of 
the CPR study, the following may be 
summarised: As reported through different 
write-ups (see bibliography), the study 
presented quantified evidence on economic 
and ecological role of CPRs in villages. 
Despite a rapid decline in their area, CPRs 
contribute to the sustenance of the people, 
especially rural poor. In some areas, the 
latter derive as high as 30 per cent of their 
sustenance from CPR*. The CPR-based 
activities in some areas offer more 
employment days in a year than the jobs 
offered by focused rural employment 
programmes. The income inequities tend 
to decline with the inclusion of CPR share 
in the household incomes. The performance 
of crop fanning and adaptation to drought 
-conditions is better in villages with a 
comparatively better CPR situation. CPRs 
represent the communities’ institutional 
response to imperatives of fragile and risky 
environments. However, even when such 
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imperatives of fragile land* «euachauf*d, 
the extent, management and productivity 
of CPRs hat rapidly declined over last 
four decades or so. In some areas, their 
extent has declined by over 60 per cent. 
The factora that have contributed to the 
decline of CPRs include the land policies 
of the 8tales encouraging privatisation of 
CPRs; market forces, technological 
changes, and population growth (which in 
association with the public policies) have 
marginalised the role of group action in 
communities. However, despite general 
decline, depending on the local circum¬ 
stances, such as persistent utility and 
productivity of CPR units, resilience of 
traditional forms of rural co-operation, etc, 
CPRs are still sustainably managed in some 
cases. Such cases offer useful leads for pro¬ 
active CPR policies and programmes. 
Despite the recent changes encouraging 
privatisation, the case for protection, 
sustainable development and use of CPRs 
seems much stronger. This is because of 
the following reasons: marginalityofmost 
of the bio-physical resources in dry areas 
make them more appropriate forCPR status 
(pasture, forest, etc): CPRs can play 
potentially a very important role in anti- 
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poverty programme*; complementarity 
between CPR* and private property 
reaourcee (PPR*) is an unrecognised source 
of high and stable agricultural performance, 
and lessons from success stories of CPR- 
mauagement can be replicated elsewhere. 
Recognition and utilisation of CPRs as a 
component of rural development strategies, 
however, will need reorientation of the 
latter. 

The need for reorientation of rural 
development strategies apart, the message of 
the study did reach some of the promoters 
of CPR-based activities. Depending on the 
nature of their tasks and relevance of specific 
results, nearly a dozen agencies have 
examined and considered the inferences of 
CPR study, including through my personal 
involvement in their deliberations. A few of 
them included: the Indian Planning 
Commission, while deliberating on the 
prospects and strategies for bio-mass fuel 
supplies during the Eighth Five-Year Plan; 
National Wasteland Development Board 
(NWDB). while designing approach for 
micro-watersheds, and also while projecting 
problems and prospects of fodder supply 
during the Eighth Plan; the ministry of 
environment and forests, while assessing the 
processes of resource degradation indifferent 
zones of India; ministry of agriculture, while 
deciding on future approaches to small 
ruminant (sheep and goat) development; 
UNICEF (Delhi), while evolving training 
materia] to strengthen food systems in tribal 
areas; NGOs such as Agha Khan Rural 
Support Programme (AKRSP) Gujurat, 
Society for Promotion of Wasteland 
Development (SPWD), Development 
Alternative, and several grass resits level, 
small NGOs in Rajasthan. Gujarat and Andhra 
Pradexh. in the course of designing the work 
and training programmes. In some of the 
study villages, which I had a chance to visit 
after analysis of data, sharing of inferences 
from (he study, helped in a sort of 
introspection and led to initiation of group 
action to rehabilitate the selected CPRs. To 
(his. we may add the teaching and research 
community. Their interest in the CPR study 
is reflected through requests for and reprinting 
of the nearly half a dozen original articles 
in hooks and journals, national and 
international. Besides, a number of students 
in India and abroad uaed the data and 
inferences (as hypotheses) of the CPR study 
for their research work The examples are 
more than one would have expected as 
impacts'of a single study. 

Since the study covered multiple aspects 
of community resources, it bad a potential 
for use by diverse interest groups. If quoted 
out of context, it could he easily misused for 
supporting contradictoty orientations. I will 
present only two cases to illustrate the point 


where, in one case the study is used for 
supporting the cause of the poor, while in 
another it proves anti-poor. 

While reading in absentia, my paper on 
the role of market forces in eroding CPRs, 
in a saminar in the US, the speaker said, 
“Marxist like Jodhaf!) says so ami so..." 
In another meeting at NWDB, while 
deliberating on the possibility of handing 
over wastelands to private firms for 
development (as in Brazil), the supporters 
of the idea denied the poor people’s stake 
and interest in the wastelands. As a proof 
they quoted evidence from the presentCPR 
study, which reported that most of the poor 
households, dispossessed the CPR land 
distributed as private land to them by the 
government. However, they conveniently 
and purposely blacked out the remaining 
part of the story, namely, the poor 
mortgaged or sold out the land because 
such margins] land witbout complementary 
resource support could not be developed 
and used. 

Perhaps due to the essential time lag 
involved, the study attracted more attention 
from researchers and research supporters 
four or five years after the end of the 
fieldwork. Besides, requests for borrowing 
the data, suggestions for supporting a 
second round of fieldwork in the same 
villagescame from some donors. However. 
1 had left ICR1SAT in early 1987 to work 
at International Centre for Integrated 
Mountain Development (ICLMOD), Nepal, 
with an intention to return soon. Except 
some already tabulated information, all the 
field data files on CPRs were left at 
1CR1SAT to be used on my return. This 
could never happen, as I decided to 
continue at ICIMOD and left 1CRISAT 
for good In 1991. I was exploring the 
possibility of second round of CPR 
study through someone and wanted to 
lend data files to some students. At that 
stage, I learned that the boxes containing 
CPR data could not he located at 
ICRISAT, In their process of periodical 
cleaning of the data store, the boxes 
containing CPR data were perhaps 
consigned to the waslepaper drums for 
recycling. In the process, wc lost not only 
a comprehensive set of data but also a 
benchmark to compare the CPR situation 
in 1990s as against 1980s. 
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REVIEWS 


On the Beaten Path 

AKPat 

Dimensions of Monetary Expansion in India by Amitava Mukhojee; Himalaya 
Publishing House, Bombay, 1994; pp 227, Rs 225. 


AMITAVA MUKHERJEE’s book is per¬ 
haps the latest addition to the evergrowing 
literature on the theme of monetary policy 
and money supply process. This book 
occupies a slot somewhere between a text¬ 
book and a work of original contribution to 
this area of economics. Most of what this 
book has dealt with, has been said, analysed 
and discussed earlier. Its contribution lies 
then in the manner in which all the different 
related issues have been brought together at 
one place. 

The book opens with a chapter devoted 
to a brief overview of the banking structure 
in India. It is believed that an understanding 
of the nature of the banking system is es¬ 
sential indeveloping a framework forcvalu- 
ating the behaviour of proximate determi¬ 
nants of the money stock. In effect this 
portion stands apart from the rest of the 
topics and has not been properly enmeshed. 
Furthermore, the statistics on many of the 
hanking indicators presented here arc dated. 
One could make do without this chapter. 
This is followed by an extensive discussion 
on the theory of money supply and its 
proximate determinants. The chapter while 
discussing the monetary base model takes 
us through a labyrinth of equations and 
contains a restatement, and an uncritical one 
at that, of S B Gupta's analysis of the inter¬ 
relationship of different constituents. Very 
many equations have been developed for 
analysis of proximate determinants of money 
stock, but u few have been used in the 
analysis. 

For a study of currency ratio behaviour 
and characteristics, the reference period, 
1951-52 through 1990-91, has been divided 
into six subperiods. The rationale of this 
subdivision has not been spelt out. It would 
have been useful if the influence of various 
factors on currency movements in different 
subperiods was econometrically quantified 
for conclusive results. At one place (p 91) 
the author states that lower increase both in 
currency and demand deposits in 1985-86 
could be attributed to, among other factors, 
the relative price stability, availability of 
more attractive financial assets, measures to 
check the growth of black money, etc. He 
goes on to add. “this receives further cor¬ 
roborations from the fact that domestic 


savings as percentage of NNP at current 
market prices fell between 1984-85 and 
1985-86 but aggregate net investment as 
percentage of NNP at current market prices 
increased where by indicating a shift in public 
preference in favour of other investments 
such as small saving instrumenU, govern¬ 
ment securities, capital investments bonds 
...as against cash or deposits with banks". 
This statement defies comprehension. Does 
the author mean savings in India comprise 
only cash and deposits? Is the author igno¬ 
rant of the fact thataggregate net investment 
or capital formation is the sum total of savings 
(not as defined by theauthor)and net inflow 
of foreign resources ? When total savings are 
inclusive of an array of financial assets 
mentioned by the author which of course 
finance net investment in the economy, how 
does the difference in the saving and invest¬ 
ment ratios ‘corroborate’ the shift in house¬ 
hold preference away from currency? 
Should we not use other methods to estab¬ 
lish it? The section on contrast with the 
developed countries in the matter of curren¬ 
cy ratios is superficial and pedestrian. Why 
‘income’ and ‘urbanisation’ did not exert 
influence on the currency ratio should have 
been subjected to a detailed examination. 
Further the use of the subtitle ‘contrast’ is 
questionable as no such attempt has been 
made. 

The chapter discussing the behaviour of 
the reserve ratio again divides the reference 
period into six sub-periods of roughly six 
years each, without giving an explanation 
for such a choice. The author seems to have 
worked out reserve ratios, incorporating the 
figure of ‘other deposits' with RBI in (he 
total deposits. This is a faulty method lead¬ 
ing to abnormal results because the RBI does 
not indulge in credit creation like com¬ 
mercial and co-operative banks; it only pro¬ 
vides reserves to the banking system 
through extension of loans and investment 
activities. The author's understanding that 
non-scheduled banks need not bold required 
reserves and that non-sebeduied banks are 
beyond the reach of the Reserve Bank in the 
matter of required reserves is wrong. The 
cash reserve requirement for non-schcduled 
banks is laid down in section 18 of the 
Banking Regulation Act. It is admittedly 


less stringent than what is applicable to the 
scheduled hanks. It it not clear whether the 
author has made a distinction between legal 
reserves and free reserves in the analysis of 
the trends in reserve ratios. The substitution 
effect, advanced to explain the movement 
in reserve ratio (p 94), became invalid way 
back in 1962 when the distinction between 
the demand and time liabilities for tbepurpose 
of reserve requirements was removed and 
tbe reserve ratio was uniformly prescribed. 
And how does change in SLR requirements 
as well as interest payable on CRR affect 
tbe cash reserves held by banks (p 102, 
para 2)? 

The chapter dealing with the behaviour of 
tbe reserve ratio is descriptive of the policy 
measures implemented. The result of die 
exercise to study the relationship of the 
reserve ratio with demand deposits, aggre¬ 
gate deposits and total reserve was that none 
of this bad a perceptible influence on the 
former. Which factor, in fact, exerted influ¬ 
ence on reserve ratio apart from legal re¬ 
quirements? There is no evidence of any 
statistical assessment of the effect of interest 
rates on bank reserves in the relevant chap¬ 
ter, but in the summary and conclusions the 
author has made a summary statement that 
“available evidence cannot corroborate the 
hypothesis of elasticity of reserve ratio with 
respect to rate of interest, set out by Pollock 
and White”. 

The sources of monetary base changes, 
the nature of reserve money and its behaviour 
are discussed in the chapter that follows. 
Changes in monetary base are attributed to 
endogenous and exogenous or autonomous 
factors. The latter are monetary authorities' 
(including government's) transactions with 
the rest of the world and as such the ‘ini¬ 
tiative’ lies with the former. Endogenous 
changes are determined by the public and 
the banks, through their borrowings from 
the Reserve Bank and the foreign exchange 
transactions of the non-bank public. There¬ 
fore in tbe author's opinion the assumption 
that tbe monetary base is autonomous or 
policy determined is incorrect. It is hard to 
accept the author's argument that all bor¬ 
rowings from RBI is at the initial! vcof banks 
and development banks for the reason that 
ability of tbe banks to borrow from tbe RBI 
is by and Urge dependent on the credit 
policy stance prevailing from time to time; 
RBI determines even the extentof avaiUbil- 
ity of refinance from it. Similarly, the author 
is of tbe view that bills of exchange and 
treasury bills rediscounted by tbe RBI from 
tbe commercial banks should be reckoned 
as RBI credit to banka and not to tbe com- 
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mercitl tector or government The reexon 
behind the procedure presently followed by 
the RBI could be that once the bill ix re¬ 
discounted, the RBI becomes ‘holder in due 
course' and in the process of rediscounting 
it has stepped into the shoes of the original 
holder. RBI offers a sort of refinancing 
facility eariierextended by the banks to their 
constituents. As such tbe ‘prior party' to a 
negotiable instrument is liable to the ‘holder 
in due course’. Of net hank credit to the 
government and deficit financing, the 
author’s impression that one rupee coins 
(central government currency) are not con¬ 
sidered in the measurement and computa¬ 
tion of net RBI credit to government is 
incorrect (see p 30 of Report of Money 
Supply Working Group). A portion of go vem- 
ment currency (i e, smal I coins) to the extent 
to which it is held outside RBI, is, however, 
not included in RBI credit as the small coins 
are distributed through small coin depots in 
exchange transactions and their issue to the 
public directly does not constitute ‘deficit 
financing’. In exchange transaction the level 
of currency does not undergo any change 
hut only the composition. The need for 
making a distinction between ‘old’ issues 
and ‘current’ issues of government securi¬ 
ties to arrive at the current year’- deficit 
financing as measured by RBI credit to 
government, as suggested by the author, was 
never in question but perhaps the RBI could 
not give effect to it in tbe monetary statistics 
compiled by it bccauseof difficulty in making 
such a fine distinction at the operational 
level. The findings of the penultimate chap¬ 
ter on interaction of the determinants of 
money slock arc (he same as those thrown 
up by earlier studies, such as a decline in 
the influence of the money multiplier be¬ 
cause of significant rise in reserve require¬ 
ment and concomitant increase in the con¬ 
tribution of reserve money to change in 
money supply, etc. The author concludes the 
book on an optimistic note that the role of 
the multiplier is likely to increase in future 
considerably because the currency ratio 
might fall due to the popularity of alter¬ 
native financial assets. Will his expectation 
materialise, given, on the one hand, the huge 
size of black money, the growth of which 
is relentlessly encouraged by the kirn! of 
social structure and widespread political 
and bureaucratic corruption, and dis¬ 
intermediation on tbe other. The author has 
endeavoured to add value to his hook by 
incorporating 27 appendices containing 
statistical data. The tables have not been 
coherently and thematically presented. Some 
are irrelevant, e g. Tables X and XI. and are 
not referred to in the text The period cov¬ 
erage of statistics on different dimensions 
is not uniform. A few individual years are 
left blank in many tables. The veracity of 


the data presented in Table XXV is suspect¬ 
ed as figures do not tally with those given 
in official publications such as the Report 
on Currency and Finance and the RBI 
Bulletin. In short no attention bax been paid 
to neat and accurate presentation of authen¬ 
tic data. 

As one finishes reading the book one 
cannot help the feeling that the author has 
missed a good opportunity to shed light at 
least on a few new dimensions of monetary 


THIS collection is a pastiche made up of a 
delightful combination of Russian art. film, 
history and politics. Yet it avoidx being an 
‘everything-you-wanted-to-know-about- 
Russia’ volume. What makes it especially 
strilfing are the reproductions of Russian art. 
both traditional and contemporary, the use 
of poetry, and photographs which inter¬ 
sperse the pages. But the lavish use of visual 
techniques does not make this acoffee table 
reader - the text ensures a serious and an¬ 
alytical examination of aspects of Russian 
culture and politics Brought out initially as 
a special issue of the India International 
Centre Quarterly, this volume represents 
India's continuing interest in Russia. 

The question of continuity and change is 
a recurrent theme in this volume. Much has 
changed and much appears to be the same. 
Much that has changed seems to have re¬ 
verted back to the past. But this is deceptive 
because history does not repeat itself. For 
example, the nomenklatura were purported¬ 
ly pushed out of power, after Yeltsin's 
accession to power following the August 
coup. But the results of the post-1993 elec¬ 
tions show the links of the nomenklatura 
with the new mafiosi and their influence on 
the leadership in Russia, and in the other 
regions of the former Soviet Union. Besides, 
the impact of the old system on the political 
parties and other social formations show that 
there have been sharp elements of both 
continuity as well as discontinuity. The 
1917 revolutions (February and October) 
marked sharpdiscontinuitiex with the earlier 
regimes. But there were also continuities. 
The October Revolution slogan of ‘land, 
peace and bread' was designed to incorpo¬ 
rate liberal bourgeois demands. Towards the 
end of his life. Lenin admitted this in his 
writings on the New Economic Policy. 

Pmlat's essay, ‘Russia ax the Alternative 
Universal', analyses the modernisation pro¬ 
cess of Russia since the late 18th century. 


expansion in India because of his proclivity 
to tread tbe beaten path. A senior professor 
of economics once remarked to this reviewer 
that monetary economics was largely 
institution-based. Therefore academics who 
do not interface with policy-planners in the 
central bank and with practitioners of banking 
can never get to know tbe nuances and 
subtleties of the subject and to that extent 
their knowledge would be incomplete. This 
book reminded me of the professor’sremark- 


Moderoixation, he argues, proceeded along 
capitalist lines despite the constrictions of 
a backward agricultural sector and a society 
which continued to he organised in a hier¬ 
archy of estates with a-set of regulations right 
up to 1917. The Soviet regime, in Palat's 
thesis, continued in its drive towards 
modernisation, inheriting the mantle of the 
Russian ethos of leading one camp in the 
divided world. This was the essence of the 
alternate to the European route tnmodernity 
offered by the Russian empire and its intel¬ 
ligentsia. The symbioscsof tbe pas! with tbe 
present made Russia different, and it is the 
continuity that Palat stresses. 

Clearly, there was not just .me stage in 
Russian/Soviet history. This is what Mikhail 
Gcfterstrcsses in his conversation with Dev 
Murarka. Nor was there just one kind o 
politics. Several kinds of politics contended. 
In each phase, one type struggled for and 
came to dominance In - ach stage social 
goals, policies and power structures varied. 
And when one rcgicpc was displaced or 
replaced by another, there wa* a discor.U- 
nuily. The Russian society moved from one 
transition to another. The Russian revolu¬ 
tion was. according to Lenin and Stalin, a 
transition to socialism, which according to 
the latter was achieved in 1936 after the civil 
war and the purges. As various historians 
like E H Carr and Isaac Dectscher have 
shown, even this transition was incomplete 
The Khrushchev interregnum, the aborted 
Kosygin reforms. Gorbachev's attempts at 
change were all unfinished agendas. Under 
these circumstances sweeping generalisa¬ 
tions are misleading, and over-ambitious 
predictions are likely to become outdated. 

In Russia not only theories get outdated. 
Political figures too. as Trotsky said, get 
swept into the dustbin of history. Alexander 
Txipko sees a similar fate awattin 
Zhirinovsky. Evidently, some of the nation¬ 
alist tendencies represented by Zhirinovsky 


Russia: Change with Continuity 

Anuradha M Cbenoy 

Rethinking Russia by Madhavan Palat and Geeti Sen (eds); India International 
Centre and UBSPD Publishers, New Delhi, 1994. 
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with tbe concomitant urge for begemonism 
over a lost and not so distant empire, have 
been appropriated by Yeltsin himself. This 
is shown in Anatoli Lieven’s analysis of 
Russian relations with its ‘near abroad'. 

In his detailed analysis of party formation 
and the Russian political system. Hari 
Vasudevan analyses leadership rhetoric 
(mainly of the Democratic Russia Party) to 
understand politics. Vasudevan feels that 
comparative analysis is inadequate forstudy- 
ing the kind of politics at play. However, 
comparative politics is required to situate 
the problem historically and sociologically. 
What kinds of politics dominate or decline, 
are a product of larger socio-political con¬ 
ditions. Rhetoric may not adequately bring 
out the ideological and real shifts that take 
place. This fact is recognised even by con¬ 
servative, not to speak of liberal political 
theory. Thus, if viewed in comparative 
perspective, certain patterns in political 
processes can be found in Russia and the 
CIS where revolutions have failed (or been 
'betrayed') and socialism has become the 
longest road to capitalism. 

The failure of the revolution remains an 
enigma to many, especially on the left. Dev 
Murarka views (hat the revolution was 
betrayed by the Russian intellectuals. But 
other contributors like Mariam Salganik, A 
Tsipko and others, belie this assumption by 
the strength of their work. If anything, the 
Russian intelligentsia is divided, especially 
after the siege of the parliament of Septem¬ 
ber 1993. The division of the intelligentsia 
parallels what is happening in Russia. So¬ 
ciety, as a consequence of the economic 
reforms. is being divided into rich and poor, 
and regional variations ate on (he increase. 
Mikhail Gefter finds, as a result, most of 
the intellectuals cynical and indifferent. This 
attitude is evident in Dev Murarka' x inter¬ 
view with Mikhail Gtybachcv, an important 
contribution in (his volume. Here, Gorbachev 
has distanced himself from his place in history 
by referring to himself in third person. He 
slates, “As far as the reform goes, the party 
should have been put in its place, to be only 
a party, a public-political organ and not 
interfere with the functioning of the state". 
This reflects his idealism rather than a clear 
understanding of the role of the CPSU 
through history. But this is typical «l 
Gorbachev's speeches, ambiguous, full ol 
generalisations, even about civilisationul 
tasks. And yet Tatyana Tolstaya, a writer 
and the grand-niece of Leo Tolstoy, has 
remarked that intellectuals when they drink, 
toast Gorbachev even today. “They drink to 
Gorbachev the way they drink to lost youth, 
to first love (even if it ended in betrayal)... 
Because life was good then. Because he 
-unclinchcd hi* fi*t and let go of East Europe 
and eased our collective consciousness..." 


(The New Republic, April 11.1994). Yet this 
toast is incomplete, because Gorbachev 
unclinched his fist over the Soviet Union 
itself. Because, as Rousseau and Marx have 
stated, no people who oppress others can 
themselves be free. 

Mariam Salganik’s article on the plight of 
the Russian woman, caught in the paradox 
of ideology, male chauvinism and history 
makes poignant reading. Several profession¬ 
ally competent articles on Russian icons, 
Tarkovsky’s films, Dostoevsky, etc, analyse 
Russia’s search for self-identity. 

Arup Banerji has contributed a well-re¬ 
searched piece on private farms in Russia. 
He outlines the legal changes and their 
impact on private farms. However, even with 
decollectivisation there exists a plurality of 
forms of property in Russia, necessitated by 
the diverse conditions. It would be abnormal 
to have just two or three types of farms in 
Russia. The private farms can he compared 
with other types of farms. Interestingly, laws 
to encourage dccollectivixation in Russia 
havehad contradictory effects. For instance, 
the Decree on Taxation of February %nd 
December 1993, was linked with the sale of 
land. In 1992-1993. the tax on land was 10- 
144 roubles per hectare. The price of land 


Was established at JO times the land tax, 
which did not reflect the market value of 
land. This was done to encourage the re¬ 
sale of farms, which is leading to a 
reconcentration of land ownership. While 
decrees are purportedly designed to facili¬ 
tate the transformation of large farms to 
smaller ones, the reverse is taking place. 
Thus, white Banerji discusses the trauma of 
collectivisation drive of the 1930s, it must 
also be stated that the current phase of 
decollectivisation is by no means less cat¬ 
aclysmic. 

Of course, like any good Indo-Russian 
collaboration, this volume also contains a 
'down memory lane’ conversation with the 
two great stalwarts of the Indo-Soviet days, 
Nikhil Chakravarty and A K Damodaran. 
The links of the early communist move¬ 
ment with the Soviet Union are recon¬ 
structed. and the intricacies of Indo-Soviet 
relations recorded. Joan Robinson had 
once said, “everything you say about 
India is true. And the opposite is also true.” 
This aphorism could also be extended to 
the former Soviet Union. This perhaps re¬ 
mains the basis for the continuation for 
Indo-Russian ties, and volumes such as 
these. 
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Universities as 


SPECIAL ARTICLES 


Institutions 



Andre Bctdfie 


An institution is not just a social arrangement with a certain form and function; to survive it must also have a certain j 
legitimacy and meaning for its members such that they are willing to put its demands above their individual interests, at 
least some of the time. This paper explores the question of whether, by this definition, the University of Delhi, or any university j 

or college in India, can be called a functioning institution. Practically every university has entered the process of stagnation 
and decay, not least because of the total politicisation of academic life and loss of purpose in an institution whose basic 
aim is the pursuit of science and scholarship. 


I WOULD like to ductus Ac university in 
contemporary India as an institution. 
Conducted with proper care and attention, 
such a discussion might open a window onto 
many aspects of Indian society today. An 
institution is a social arrangement that has 
not only a certain form and function but also 
a certain legitimacy and meaning for its 
individual members. lu form and function 
are what we may observe from outside: but 
viewed from within and by its members, 
what count for as much, if not more, are 
questions of meaning and legitimacy. 

I 

The life of a society, if Ac metaphor be 
.permitted, is in a significant sense Ac life 
of its many and diverse institutions. 
Sometimes old institutions decay through 
loasoflegitimacy and meaning even though 
many of Aoir morphological features survive. 
The opposite may also be true: a new social 
arrangement may be given the outward form 
of an institution, but it will not function as 
one if it* members find little or no inner 
meaning in it Let me repeat an observation 
I have made elsewhere fBeteille 1992]. an 
institution is not simply any social 
arrangement, but one which has a certain 
meaning for its member* such Aat they 
acknowledge it* moral claims on Acm and 
are willing to submit to its demands, at least 
some of Ae time, even when Aey find those 
demands to be contrary to Aeir individual 
interests. 

By Ae test I have just proposed, is Ac 
University of Delhi in institution? Is St 
Stephen's College an institution? The 
direction of my enquiry should be clear. St 
Stephen's College - or. for Aat matter, any 
college in Ac University of Delhi - has Ae 
external characteristics of tui institution. 
Those external characteristics are of very 
great importance and have to be carefully 
observed and described. But we have to 
move beyond that to Ac oAcr question: 
what doe* it mean today for a student or a 
teacher to be a member of a college or a 
university department in Delhi? 


It is difficult to answer the questions 1 
have posed without entering into Ae details 
of Ae everyday life of the university, its 
colleges and postgraduate departments. But 
before I attempt to do Aat, I would like to 
place Aose question* in a wider social 
context, A large and complex society such 
as Ae Indian one has a highly differentiated 
institutional system: there are many Afferent 
institutions in it, some securely established, 
others on Aeir way out, and yet others 
struggling to become established. These last 
have become a source of concern to many 
in India today. The present exercise may be 
regarded as an attempt to give expression 
to this widely-felt concern from Ae 
sociological point of view. 

The transform ation of Indian society since 
the middle of Ae 19A century has been 
associated with Ae growA of a large number 
of public and semi-public institutions Aat 
are eiAer new or differ substantially from 
Aose Aat prevailed in Ae past fBeteille 
1991], The new institutions differ from Ae 
old not only in Aeir morphological forms 
but also in the values Aat give them meaning 
and legitimacy. To be sure, India had 
institutions of learning in the past, but a 
modem college such as St Stephen’s - or 
a modem university such as the University 
of Delhi - differs from those both in its 
external characteristics and in Ae norms and 
values by which it* members are requried 
or expected to abide. 

Independent India set itself Ae objective 
of economic development within the 
framework of a democratic political system. 
Whether one stresses Ae plan or the market, 
and whatever combination of the two one 
recommends, there can be no sustained 
economic development in the absence of 
appropriate institutions: and unless there are 
effective institutions to mediate between 
citizens and Ae state, there can be no 
democracy in any meaningful sense. The old 
social arrangements inherited from the past 
can no longer meet all Ac demands of 
economic efficiency, and even less those erf 1 
good citizenship. It is said by one and all 
Aat Ae old hierarchical and paternalistic 


values have become obsolete. But the new 
values Aat are to replace the old ones cannot 
exist, still less act, in a vacuum: they need 
new institutions for Aeir sustenance and r 
expression. ' 

I would like to stress here the variety of 
institutions and the importance of this variety 
for a dynamic economy and, even more, for 
a democratic polity. A democratic polity 
requires not only parties and other political 
institu lions, but different kinds of tbeae Aat 
are to some extent in competition wiA each > 

other. A dynamic economy requires not ooly 
banks and oAer financial institutions, but a 
variety of Aese to offer service* on 
competitive terms. The same argumaotmay 
be extended to educational institutions. 
Schools, colleges. Universities and other 
educational institutians arenotanly different 
from political and financial institution*, but * 

they also differ among themselves Today. ’ 
one of Ae advantages of Ae American ’ 
university system over Ac European is that 
the former accommodates a richer variety 1 
of institutions, ’private' at well a* ’public', 
than the latter. 1 t 

Institutions have in general a longer life 
span Aan individuals. Sometimes Aey decay 
over time and become attenuated cr even 1 
extinct. Or Aey change and adapt Aemsetvea 
to the changes taking place in the wider 
society. For example, the Indian family is 
changing and likely to change further, but 
it still remains recognisahly Ac same kind j 
of institution despite these changes. 1 may 
refer here to Ac universities and colleges in 
Europe. Some of Acsc are medieval 
foundations, going back to the 12 A and 13A 
centuries The universities have changed 
enormously over time hut can still be 
recognised as universities today. The fate of 
Ae colleges has been somewhat different. 
The University of Pari*, on* of the two 
founding universities of Europe, had a 
number of important college* in the past, 
but they all disappeared in course of time 
IRashdall 19)6: Stone 1974]. In Oxford i 
and Cambridge, on the other hand, the 
colleges made a more successful transition 
from medieval to modem rimes, and. (hough 
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vastly different from what they were in the 
past, they remain active as institutions to this 
day. 

The integration of institutions, whether of 
the same kind or of different kinds, is a 
complex and difficult subject into which I 
cannot enter here. It is sufficient to note that 
many different kinds of institutions - old 
and new, trad itional and modem, sacred and 
secular, private and public - have in fact co¬ 
existed in one and the same society atdifferent 
times in different places. To be sure, 
institutions may be mutually incompatible, 
but their incompatibility has to be established 
not so much by applying formal rules as by 
examining the historical record. 

Finally, we have to remember that, 
although every institution demands some 
loyalty from its individual members, the 
same individual is characteristically - and 
not incidentally - a member of several 
institutions. For instance, a permanent 
member of a colie ge is typically. though not 
universally, also a member of a family and 
sometimes a member of a church or some 
otherreligious institution as well as a member 
of aparty orsomeotherpolitical institution. 
Here again, the conflict of demands may 
sometimes be acute as. for instance, when 
the same individual is a member of the 
Catholic Church as well as of a communist 
party, but both individuals and institutions 
are capable of a great deal of accommodation 
in these matters. In the past, in Cambridge 
and Oxford, domestic life was considered 
incompatible with the life of fellowship in 
a college, so fellows were not permitted to 
many. For instance, the economist Alfred 
Marshall had to give up his fellowship of 
St John’s College when he manied f Pigou 
1956]: but the demands of the college on 
• it* fellows eased somewhat over time, and 
it is no kmgerconsidcred necessary for them 
to remain celibate. What is more, St John's 
College now admits women to its fellowship, 
a development that Marshall would have 
deplored. 

n 

I would now like to take up for 
consideration universities (and colleges) 
as institutions characteristic of modem 
India. Their importance in the 
modernisation of Indian society - its 
economic and political transformation - 
hardly require* emphasis. At the same time, 

I would not like to claim any pre-eminence 
for these among other institutions such as 
courts, legislatures, parties. banks, hospitals 
and so on, that are also a part of the modem 
Indian scene. If 1 select a particular kind 
of institution, it is because I believe that 
1 can present my argument best by a close 
examination of a single type, and 1 know 
academic institution* a little better than 
moat other institutions. 


Universities and college* in India are 
modern institutions. Unlike domestic and 
religious institutions, they do not derive 
their sanction from ‘immemorial tradition’. 
Since universities and colleges as academic 
institutions typically pride themselves on 
the antiquity of their traditions, the fact of 
newness is important. Most parts of the 
University of Delhi, including the majority 
of its colleges, have come up in the last two 
or three decades. The university itself came 
into existence in 1922, although its two 
oldest colleges both belong to the end of the 
last century. It is sometimes felt that in 
contemporary India universities and colleges 
have expanded too rapidly and too 
haphazardly under demographic, political 
and other pressures to enable them to create 
secure institutional foundations for 
themselves. 

Delhi University has emerged as a large 
and sprawling institution with many parts 
that do not fit together or appear to fit 
togetherharmoniously. No proper history of 
it exists, and it is difficult to give even an 
adequate description of it in sociological 
terms. Yet the transformations undergone 
by the University of Delhi in thelast 40 years 
might be a subject of great interest to the 
sociologist and the social historian concerned 
with the study of social change in modern 
India. 

The two principal component parts of the 
University of Delhi as an academic institution 
are the colleges and the postgraduate 
departments. There are in addition halls of 
residence, libraries, laboratories, statutory 
bodies such as the executive and the academic 
councils, and separate departments dealing 
with administration, examinations, finance, 
and soon. The different parts of the university 
have grown unevenly, some very rapidly, 
and Delhi University is losing the unity and 
coherence it had in the 1950s. An important 
aspect of the university as an institution is 
that its individual members - whether 
students or teachers - should have some 
sense of it as a whole. Not many persons 
can say confidently or honestly that they 
have such a sense about Delhi University 
today, and in that regard it is now different 
from what it was 40 years ago and what the 
Jawaharlal Nehru University still is today. 

The growing loss of identity in the 
University of Delhi is due in part to its great 
and rapid expansion, but there may be other, 
deeper reasons as well. The individual 
colleges and post graduate departments, 
though perhaps not all of them, retain a 
larger degree of self-identity, and they^are 
in any case the principal seats of teaching 
and research in the university. Today one 
gets a better sense of the life in an academic 
institution by examining a college or a 
postgraduate department than by trying to 
look at the nni veraity as a whole. I must point 
out that there is nothing inconsistent in 


speaking of the University of Delhi as well 
a* any of its colleges as institutions, since 
institution* are often nesting system* m which 
the fundamental features of the whole are 
replicated in the parts and sub-pots. 

In their foundation, the colleges are prior 
to the university, not only in Delhi but also 
in Calcutta, Bombay and Madras where the 
first three modern universities were 
established in India. In Calcutta, throughout 
the 19th century, the centres of academic 
life, where students and teachers, met and 
interacted, were in Hindu College (later 
Presidency College). St Xavier’s College 
and the Scottish Churches College rather 
than in the University of Calcutta [Baneijce 
et al 1957], Lord Curzon noted this lack of 
institutional focus in the University of 
Calcutta, then the premier university in the 
country. He observed, “How different is 
Indial Here the university has no corporate 
existence.. .it is not a collection of buildings, 
it is scarcely even a site. It is a body that 
controls courses of study and sets 
examination papers to pupils of affiliated 
college*” [Govenunentof India 1971:498], 

Attempts were made in the early part of 
the 20th century to make good thedeficiency 
by creating a focus of institutional life in tire 
universities of Dacca, Benares, and later 
Delhi. Lord Curzon's observation on the 
absence of buildings and building sites was 
taken to heart. The idea thatevery university 
must have its own campus has now come 
to be generally accepted. In post¬ 
independence India, the establishment of a 
new university has generally been associated 
with much building activity. But campus 
and buildings may be necessary to give the 
university an institutional focus, they are not 
sufficient. In any case, the new university 
soon outgrows the buildings with which it 
started, and the regularity with which they 
arc allowed to run down is a symptom of 
the university’s inability to find and retain 
its institutional focus. 

The older universities were set up to be 
examining bodies rather than bodies of 
scholars engaged in study and research. 
Attempts to change this began in the early 
part of the present century. The University 
of Calcutta took the lead under the vice- 
chancellorship of Ashutosh Mukheiji by 
creating strong post-graduate departments 
in the arts and sciences (Baneijietal 1957]. 
It became the centre of a vigorous intellectual 
life in the 1920s through 1940s, but lost its 
focus soon after independence. The 
University of Delhi came into its own as an 
institution in the 1950s and 1960s, but ha* 
now entered a pbssv of decline. There are 
many reasons behind this, but bare I will 
only point to the constant threat to the 
institutional focus of the Indian university 
from the pressure* of certification. 
Examinations are no doubt important, but 
when a university subordinate* its other 
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conoetns to fee concern for certification, 
there cannot but be a loa» of institutional 
focus. 

The University of Delhi, like the 
Universities of Calcutta, Bombay and 
Madras, conducts hundreds of examinations 
and awards thousands of degrees, diplomas 
and certificates every year. It is believed, 
though difficult to prove, that large and 
growing numbers of students enrol 
themselves in the University of Delhi mainly 
if not solely in order to secure its degrees. 
Onecannotsay bow widespread this tendency 
is. but where it becomes the general pattern, 
the university will, despite campus and 
buildings, become wfaat tbe University of 
Calcutta was when it started, an examining 
body with little or no corporate existence. 

Ill 

Today it may be easier to find a corporate 
identity in the colleges, or at least in some 
of them, although these may be in aminority 
among the thousands of colleges that now 
exist in the country. I shall turn presently 
to the social side of this corporate identity, 
which is its most important aspect, but before 
that 1 would like to make a few observations 
on its physical locus. 

While going through the history of St 
Stephen's College, 1 was struck by the 
continuous concern of the authorities to 
provide the college with buildings of its own 
[Monk 1935J. The college suited in rented 
premises but sooitmoved to its own buildings 
near Kashmiri Gate in 1891. There was no 
University of Delhi then. Shortly after the 
new university was esublished. the college, 
which became affiliated with it. began 
making plans for buildings on the campus, 
but it took acouple of decades for it to move 
intoits present location. St Stephen's College 
is by common consent one of the few 
physically attractive places remaining in tbe 
University of Delhi, although there were 
several such places only 30 years ago. Pew 
colleges in India have the resources of St 
Stephen's; nevertheless, the others might 
have done i little belter, if they bad cared 
a little more for their institutions, about the 
maintenance and upkeep of their premises. 

Why is tbe physical aspect of a college 
important? Certification and even formal 
instruction in the classroom are only a part, 
and perhaps not the most important part, of 
the life of the college as an institution. A 
college is above all a place for the interchange 
of ideas on every conceivable subject among 
teachers and students, and that interchange 
cannot be effective without long and 
continuous interaction. To be sure, those 
who are driven by the passion for ideas will 
make a place for their expression anywhere. 
But I am talking about institutions and not 
exceptional individuals, and the task of fee 
institution is precisely to provide its ordinary 


members wife a setting that they find both 
physically and socially congenial. A college 
which is physically incongenial will be 
unlikely to keep its ordinary members longer 
then is minimally required by tbe rules of 
attendance. As we know very well, tint 
requirement, for both students and teachers, 
has turned out to be remarkably elastic. 

I now move from the physical to the 
social, and start with Curzon's lament about 
the lack of a corporate existence. We might 
ask in wfaat sense a university or a college 
may be regarded as a corporation. I do not 
wish to enter into technical legal 
questions,but we might consider the 
celebrated dictum of Henry Maine - 

incidentally, oneof the early vice-chancellors 

of the University of Calcutta - that 
“Corporations neverdie ” [Maine 1931:104, 
emphasis in original). 

Of course, Maine knew vety well feat it 
is not literally true feat a corporation cannot 
die; what he wished to convey by the phrase 
was a sense of the enduring identity of the 
corporation, or its capacity to outlive its 
individual members. I can be reasonably 
certain that St Stephen's College - or even 
the University of Delhi - will not cease to 
exist in my own lifetime. But there is more 
to it than that, for one can see the college 
extending into the future and retaining its 
identity even after all its present members 
have been replaced by new ones. 

Every institution must have the capacity 
to maintain its collective identity despite the 
continuous replacement of its old members 
by newones. but thatcapacity is particularly 
manifest in the university and the college. 
In the typical case, the students greatly 
outnumber the teachers. Between a third and 
a quarter of the former leave the college or 
the university every year and are replaced 
by newones. The student body of the college 
today is completely different, or almost 
completely different from tbe body five years 
ago; yet it is the same college. Teachers have 
a lower turnover, and that is wby they have 
an appearance of permanence whereas the 
students appear as transients, although in tbe 
long run, or from tbe viewpoint of the 
institution, everyone is a transient. 

A college or a university derives many of 
its distinctive features as an institution from 
its characteristic age-structure. Itdiffers from 
all the modem institutions to which 1 have 
carl ier referred by v irtue of the predominance 
of the young. The relations between the 
generations is of great significance in every 
society, and especially in one in which 
important changes are taking place. 

Changesare taking place not only in social 
relations and in attitudes and values, but 
probably also in tbe very meanings feat 
people assign to youth and age. I will make 
my point wife a rapid digression. Many 
yean ago. I was taken aback to rend in a 
very popular lexfeook on social stratification 


“that m American society one is generally 
considered better, superior, or mare worthy 
if be is ...Young rather than Old” [Tumin 
1967:27). That did not correspond at all with 
my understanding of my own society, but 
I soon realised that tbe meanings assigned 
to youth and age are neither invariant nor 
unchanging. If those meanings are changing 
today, there is no public domain in which 
the change can be more easily observed than 
in tbe college or the university. 

The same textbook on social stratification 
observed that one is generally considered 
better, superior, or more worthy if be is 
“Malerather than Female” [Tumin 1967:27). 
Here, by changing themselves from within, 
tbe universities and colleges bave played a 
crucial part in introducing changes in attitudes 
and perceptions throughout society. The 
universities were predominantly, if not 
overwhelmingly, male institutions until vety 
recently, not only in India but everywhere. 
Removing tbe restrictions on tbe admission 
and appointment of women and their 
incorporation into tbe institutions of higher 
education bave been among the most 
significant changes of tbe 20th century. 
Towards the end of his life. Edmund Leach, 
known for his radical views as a young 
anthropologist but later criticised for joining 
the establishment, said in an interview that 
it was after all while be was provost of 
King's College that women were first given 
admission into that bastion of male privilege 
[Kuper 1986). He wished to be remembered 
for the part be bad played in that outcome, 
and. 1 believe, with good judgment. 

Young men and women unrelated by ties 
of kinship and community can interact more 
freely in tbe university than perhaps in any 
other domain of society. If it has done nothing 
else, it has at fee very least created a new 
basis for the relationship between men and 
women in contemporary India. In the past, 
whether among Hindus or Muslims, the life 
led by women was cither hard or confined, 
or both, and that is probably true for mewt 
women even today. It is mainly in theoollege 
or the university (bat, as a young adult, a 
woman can enjoy a link freedom to explore 
new social relations and to construct a new 
social identity. In tbe past, in all social 
classes a woman was already burdened by 
tbe cares of domestic life by the time she 
was 17 or 18 today, if she has the luck to 
enter university, a new life might open up 
for her at that age. The university has provided 
a new ideal of womanhood even if only a 
handful are able to give feat ideal»concrete 
shape. 

Success in academic competition creates 
a new sense of confidence in women, 
although we must not exaggerate tbe extent 
of change that this cm bring about in fee 
actual relations between men and women. 
Ours is in many ways a deeply conservative 
society, and conservatism takes its most 
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obdurate form in the attitudes of men 
towards women. Academic and other 
achievements do not automatically bring 
about equality in social relations, and 
women are reminded at every turn of their 
subordinate position in society and its 
institutions. Yet, I believe that it speaks 
well of our colleges that here in Delhi the 
best women uudergraduates prefer mixed 
colleges for their study to colleges only for 
women. 

IV 

1 now turn, though only briefly, to the 
thorny question of institutional hierarchy. 
I have spoken deliberately of the inequality 
between men and women in order to point 
out that, although it is pervasive in Indian 
society, it is neither necess ary nor desirable 
in an academic institution. If the college 
cannot remove or reduce the inequalities 
in the relations between men and women 
that its members bring into it from the 
wider society, it fails as an academic 
institution to that extent. But that does not 
mean that all forms of inequality can or 
should be removed from (he college. Certain 
forms of it are constitutive of an institution 
as a stable arrangement of persons engaged 
in a set of co-ordinated activities. But the 
inequalities constitutive of, say. the family 
are not the same as those constitutive of 
the college; and certainly the inequalities 
inherent in the institution of caste - and 
also those largely accepted in our traditional 
institutions of learning -cun have no place 
in a modern college or university. 

I would like to draw attention, and that 
too. briefly, to only two sources of 
inequality characteristic of the college or 
university as an institution. The first is 
associated with the regulation of activities 
and the maintenance of discipline: and the 
second with competition and its outcome. 
Every institution must take steps to ensure 
that its daily tasks are smoothly performed 
and must therefore invest some of its 
members with more authority - and also 
more responsibility - than others, It is 
difficult to visualise a college in which 
teachers and student* - or even the 
principal, the senior teachers and the junior 
teachers - all enjoy equal authority. It can 
be easily argued from general principles 
that the co-ordination of the wide range of 
differentiated activities that take place in 
a college - and even more in the university 
ax a whole - requires some regulatory 
mechanism which in turn requires some 
inequality in the distribution of authority 
fBetcille 1977J. 

Discipline in any institution is maintained 
largely through internal sanctions without 
the use .or even the threat of punishment. 
Where the use or the threat of punishment 
becomes the usual rather than the 


exception al method of soci al regulation, one 
might hesitate to apeak of it aa an institution. 
No institution can .work without some 
exercise of authority, but (be constant 
exercise of authority leads to a loss of its 
legitimacy, and where authority loses its 
legitimacy, the institution is bound to decline. 

A university or college is a place of 
achievement through success in flee, if not 
always fair, competition [Beteille 1987; 157- 
84; 212-32J Jt is also a place of academic 
distinction; or at least its members are 
expected to stri ve to make it one. This means 
that it must not be apprehensive of inequality 
as such, but he prepared to accept those 
forms of it that follow from the application 
of the criteria that it values. It must take the 
responsibility of sorting the good students 
out from the bad ones. Above all, it must 
not be afraid to distinguish between bright, 
capable and enthusiastic teachers and those 
who are dull, incompetent and lazy. A 
university will fail in its essential 
responsibility to discriminate among students 
according toacodemic standards ifitrefuses 
to apply those standards in discriminating 
among its teachers. 

One cannot speak of the university or 
college as an institution withoutconfronting 
the question of academic standards. There 
cannot be any fixed orinvariant standard of 
academic excellence and. above all, itcannot 
he imposed on the university from outside. 
Universities and collegea differ enormously 
in theirresources, both material and human, 
and one cannot speak of academic standards 
without reference to those resources. A 
college with modest resources cannot 
maintain the same academic standards, in 
absolute terms, as, say, the University of 
Chicago. But the two institutions can both 
maintain the same high standards, in relative 
terms, if they use their respective resources 
with equal care and imagination. 

What matters in the end for the institution 
is not whether it achieves academic 
excellence but whether it values it. Even 
our best may not be as good as the second- 
best in some other institution, but we must 
not for that reason fail to discriminate 
among those that we do have. A college 
thrivcf on the enthusiasm of its students, 
and that enthusiasm is smothered if they 
arc all treated alike, irrespective of quality 
or performance. 

Teachers should be prepared to apply 
academic standards rigorously and 
impartially not only to their students but also 
to themselves. The academic selection 
process is central to the life of an acadftnic 
institution which is threatened whenever 
that process is called into question or loses 
its credibility. It is a fact that there is today 
in the University of Delhi, as in most Indian 
universities, pervasive mistrust of the 
integrity of academic selection committees. 
That mistrust, irrespective of the grounds on 


which it is baaed, strikes at the very heart 
of the meaning and legitimacy of the college 
and the university as academic institutions. 

How attentive it the lack of integrity ot 
academic selection committees in India 
today? Let me say at once that (he facti 
are extremely difficult to eatablish, for, tc 
quote Max Weber's ominous words, "N< 
university teacher likes to be reminded ot 
diacussions of appointments, for they are 
seldom agreeable” [Gertb and Mills 
1946:133). It is true that academic selectior 
committees make mistakes, but it is not 
true that those mistakes are always made 
because they act in bad faith. Although 
they do sometimes act in bad faith, the 
greater fault with academic selection 
committees, in my limited personal 
experience, is not their corruptibility but 
their conservatism. 1 have rarely been able 
to persuade a selection committee tc 
recommend a younger candidate with less 
experience and fewer publications against 
older and more experiencedcandidates with 
more publications, even when we were all 
agreed that the younger candidate had 
greater academic merit than all the others. 

More and more people seem to believ 
that there is something subjective, hence 
arbitrary, if not capricious, about all 
judgments of academic merit It is therefore 
better, they say, to go by ‘objective’ criteria 
such as seniority, class of degree, and 
numberof publications in making academic 
selections. In the end. they tend to settle 
for what is. after ail. the most objective 
criterion, namely, the length of service 
measured in years, months and days, 
irrexpt ctive of the quality of that service. 
The academic selection process is then 
reduced to a routine which has the advantage 
of administrative convenience, but deprives 
it of all meaning from the academic point 
of view. 

The fear of exercising and being subjected 
to academic judgment is rationalised by the 
argument that academic distinctions, like 
all distinctions of rank, are invidious. I 
have heard persons in prominent public 
positions say that such distinction* are a 
legacy of colonialism, or a form of elitism, 
and ought to be abolished. Many a pillar 
of our academic establishment has learned 
to mask intellectual timidity by the use of 
populist rhetoric. Neither (be timidity nor 
the rhetoric augurs well for our universities 
and colleges, for no academic institution 
can be sustained on the ideology of levellers. 

V 

The passage from growth to stagnation 
and decay has been repeated with almost 
unfailing regularity in practically every 
Indian university and in most colleges. 
What is more, the time taken for this passage 
appears to be getting progressively reduced. 
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Wbdo I left Calcutta where I fra! been ■ 
student in the Uaivmfty College of Science 
to join the University of Delhi a* a teacher, 
the ooc trait between the two institution* 
made a great impression on am [Beteille 
1990, 1993]. Calcutta is India's oidcat 
univeraity. Although it wa* founded in 1 *57, 
it,began to function a* a centre of 
poitgraduate itudy and research only in the 
eariyyeanof the preaent century, and Haoon 
acquired amputation throughout the country. 
But by the late 1950a itwaa already in aatate 
of decline. The author! tic* had failed to look 
after the phyaical upkeep of it* building*, 
libraric* and labor*tone*, and proteata. 
demonstration* and strike* were beginning 
to undermine the regularity and routine of 
academic work. 

In the late 1950a. Delhi University wa* 
in the ascendant. It had the advantage of 
having apropercampus which the Univeraity 
oi Calcutta lacked. It appeared both apacioua 
and well-maintained, and teacher* and 
student* were moving into it from all part* 
of the country. But within 20 yeant it had 
outgrown it* capacity to maintain itself, and 
the contrast between Delhi Univeraity today 
and aa it was in 1959 is a* great a* that 
between the universities of Calcutta and 
Delhi at that time. 

Today the predominant impression of the 
typical Indian university or college is one 
of disorder and apathy. The two reinforce 
each other. The disorder is most clearly 
visible when large numbers of person* 
congregate, especially during protest* and 
demonstration*, but it i* aluo *cen in the 
confusion over admission procedures, 
examination schedules, and even teaching 
time-tables. A common response to the 
disorder in an institution is withdrawal by 
it* members, and very few institutions tolerate 
absenteeism to the extent that universities 
and college* do among teachers as well as 
students. There are not only students who 
attend courses fitfully and intermittently, 
but also, and increasingly, many professors 
who are professors only in their spare time. 

Every college and university has an 
administrative staff, and some colleges are 
in fact well administered and maintained. 
Universities are generally larger, and their 
administration and maintenance more 
difficult. Moreover, academics set u high 
value, at least in principle, on ’academic 
autonomy', and the university is organised 
in such a manner that much of the 
responsibility for its administration and 
maintenancereyls, at least formally, with the 
faculty. But increasingly, the members of 
the faculty are unavailable for that kind of 
routine work because of lack of tune, or lack 
of interest or lack of energy. 

Beneath the surface of apathy and disorder 
there is an undercurrent of aggression that 
finda expression in periodic outbursts. A 
factor that contributes to there outbursts of 


aggression la that among all public 
institutions, the uni verahie* are the ones that 
are moat open and exposed. For one thing, 
the university campus is frequently and 
increasingly invaded by what are 
euphemistically called ‘outside elements'. 
Moreover, the university brings together 
socially heteiogeneousoomponents. men snd 
women, and persons of diverse castes and 
communities. As I have observed, for some 
women, the university is pre-eminently a 
place of freedom, snd in our fundamentally 
conservative society, this is deeply resented 
by many men snd also by some women. 
Again, it is not very easy to adjust to the 
redefinition of the social relations among 
persons from diverse strata that the university 
or college necessarily demands, In popular 
writing on the university, all the attention 
is paid to the acute forms of aggression as 
manifested in campus violence, and hardly 
any attention i* paid to its chronic forms. 
Yet these chronic form* of aggression have 
in the long run a debilitating effect on the 
life of the institution that tends to escape the 
notice of even its concerned members. 

Very few colleges in India retain an 
aesthetically pleasing appearance, and I 
cannot think of any university as a whole 
that does so. : Peeling walls, broken window- 
panes. leaking laps, unswept corridors and 
filthy toilets meet the eye everywhere, and 
the sad thing is that teachers and students 
become so easily inured to the dirt and 
decay. The university authorities say that 
they cannot do very much since they are 
hamstrung by financial cut* which become 
more acute every year. There is no doubt 
a problem of financial shortage, hut even 
more acute is the problem of managing and 
husbanding scarce financial resources. 
University authorities appear at one and the 
same time helpless when it come* to 
augmenting income and profligate when it 
comes to spending money. 

The university campus is aesthetically 
unattractive partly through neglect and lack 
of care, hut also on account of deliberate and 
wanton misuse of its spices. Furniture is 
broken and window pane* arc smashed not 
only on occasions of collective outburst*, 
but as a matter of routine by individuals 
letting off steam. < )uter walls and even inner 
ones can never he kept clean, since it is the 
clean ones that are specially targeted for 
political slogans and moral exhortation*. 
Another expression of thiskind of aggression 
is the defacement of hooks and periodicals 
that has become endemic in virtually all 
university and college libraries. 

The chronic aggression finds expression 
in the surly lone habitually adopted by 
students 'karamcharis' and teachers 
whenever disagreement has to be expressed 
in public. I will say little here about students 
butconfutemyobaervatkvu to the employee* 
of the university First, there are the 


specifically political occasions, inch a* 
strikes, rallies and demonstration*, when 
discontent is aired and demand* presented 
in the most violent language, not only by 
karamcharis but also by teachers. No doubt 
the lone of anger is often simulated, but it 
is infectious. Here, a decisive change has 
come about in the culture of university snd 
college tesebers in the last three decades. 
Vice-chancellors and principals are often 
tingled out for the choicest abuse by (he 
leaden of the teachers' movement; I have 
been told that there is nothing personal in 
this, it it just the political culture of the mass 
movement from which the uni versity cannot 
remain isolated. 

Violent and abusive language is not 
confined to strictly political occasion*, as 
when trade-union leaders negotiate with the 
authorities. I can speak from experience 
about the academic council of the University 
of Delhi, and from hearsay about similar 
bodies in other universities. 1 will say nothing 
of the level of academic ability displayed 
in the discussions, hut only about their tone. 
That tone is now marked by a conspicuous, 
even deliberate, lack of civility. At meetings 
of the academic council, those professor* 
who still value civility as a virtue sit silently 
for most of the time, and quietly slip out a* 
soon as they can decently do so. Many 
scholars and scientists have begun to feel 
that it is no longer possible to participate in 
thcdccision-malang bodies of the university 
and maintain their self-esteem. 

The persistent abuse of vice-chancellor*, 
noisy scenes in the academic council, and 
the generally uncivil tone of public 
discussions violates the dignity of the 
university as an institution It is not enough 
to be mindful of the dignity of individuals, 
we must also be mindful of the dignity of 
institutions. In India people look great care 
m the past of tbei traditional institutions, 
particularly their domestic and religious 
institutions. When the first universities and 
other modem institutions came up in the 
19th century, there wa* some sense of their 
dignity, and the need to preserve and nourish 
it. That sense seems to be now evaporating. 
This is only another symptom of the kvt* of 
meaning and legitimacy which 1 set out to 
discus*. 

Successful professionals in India - 
scholars, scientists, doctors, architects, 
accountants, and others - tend to attribute 
the apathy and disorder in the institutions 
in which they work to the malign influence 
of politicians. There is no dearth of 
ex ample* of unscrupulous interference hy 
politicians in appointments, promotion* and 
transfer* in practically every kind of public 
institution, and few will deny that our 
political morality has reached a very low 
ebb. But there are many issues here that 
cannot all be despatched by being self¬ 
consciously virtuous. Politics is not ju*t 
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something ‘out there', the creation and 
instrument of « separate species called 
‘politicians', who act on professional 
pursuits only from outside. It has come to 
lodge itself within our universities, 
laboratories, hospitals, and other public 
institutions. 

If by politics is meant the use of power 
to achieve particular ends in accordance 
with ccituin accepted codes, it is difficult to 
sec how public institutions can be wholly 
insulated from it. Scholars, scientists, doctors 
and others who are qu ick to condemn politics 
in public life often fail to acknowledge their 
own involvement in activities that are also 
a form of politics. 

If the university is to be a self-governing 
institution, it must muke room for some 
form of politics within it. The lofty altitude 
to politics adopted in public by many 
scholars and scientists is misconceived, 
and it is often hypocritical. As institutions, 
universities have always been jealous of 
their autonomy, and their leaders have 
needed political support both within and 
outside to protect their autonomy in the 
face of threats from church, stale and other 
powerful agencies. No one who cares for 
the university can say tliat its autonomy 
does not have to be fought for, or that it 
can be defended and strengthened without 
any regard for politics. What is true of the 
university as a whole is true also of its 
individual parts, for faculties, departments 
and colleges also need to protect their 
autonomy from unwanted and unjust ified 
intrusion by the powers in the university, 
and that ton cannot be done without 
engaging in politics in some sense of the 
term. 

Having said al I this, one must also say that 
the politics of the university need not. perhaps 
should not be organised in the same way 
as the politics of legislatures, parties and 
trade unions. Democratic politics requires 
for its sustenance not only a certain kind of 
political constitution but also a certain kind 
of political culture. In a country with a rich 
intellectual tradition but no democratic 
institutions, it was hoped that the universities 
would play a leading part in the creation of 
that culture. They huve on the whole failed 
to do so. Today, academic politics is not an 
example for (he politics of the wider society, 
it has allowed itself to he swallowed up by 
that wider politics, leaders of teachers’ 
unions have not enhanced their own dignity 
or the dignity of the university by bccom ing 
petty instruments of the Congress(I). the 
CPI(M) and the B JP. And they could hardly 
protect the autonomy of the university by 
surrendering their own autonomy to their 
parties. 

Today, the problem with academic 
politics in India is that it is all politics and 
hardly academic. Few leaders of teachers’ 
unions have any credibility as scholars or 


scientists, and many of them are indeed 
teachers in their spare time. Academic 
politics today is about ‘empowering’ 
teachers for securing better pay, guaranteed 
promotion and easy conditions of work: it 
has lost all connection with the content of 
science and scholarship. Universities ought 
to have representative even elected bodies 
in which some amount of political 
bargaining is to be expected before 
decisions are reached on academic issues. 
Academic issues hardly figure in the 
political bargaining that takes place in 
organs of the university with a large elected 
component. Those issues are now not only 
neglected, they provoke derision from 
activists among leucher politicians. 

Vice-chancellors, deans, principals, and 
occasionally even leaders of teachers' unions 
say that the universities have been undone 
by politics, but by politics they generally 
mean what other people do, not what they 
themselves do. They also say from time to 
time that the government should step in and 
cleanse the universities of politics, but they 
say so without much conviction, for they 
know at bottom thut such intervention is 
more likely to increase than to reduce the 
part played by politics. Embattled vice- 
chancellors turn sooner or later to political 
instruments in order to contain the political 
forces hy which they see themselves 
threatened. They try to befriend ministers 
und officials on the one side and leaders of 
the unions of teachers, karamcharis and 
students on the other, hoping perhaps to use 
the one against the other, but ending 
frequently, and perhaps deservedly, as 
victims of both. 

When an institution becomes politicised 
beyond a point, every problem in it seems 
a political problem, and no problem seems 
solvable except in political terms. The head 
of a university has to spend most of his lime 
and energy in dealing with politicians and 
officials from outside, and leaders and 
rvpresenlalivcsfromwithin. Hecannot.even 
if he wishes ui. spend much time indiscussing 
academic subjects with scholars and 
scientists, and not many vice-chancellors 
appear even to wish to do so. In this way. 
university vice-chancellors come more and 
more to resemble precisely those adepts in 
the art of the possible who appear to he their 
worst adversaries. 

Politics cannot be expelled from the 
university or from any institution that values 
self-governance. At the same time, it cannot 
determine the agenda of an institution whose 
basic aim and purpose is the purjpit of 
science and scholarship. There are some 
who believe that the university can be set 
back on its natural path by a single decisive 
political act that will expunge all corruption 
and all injustice from it. That is a mistake. 
Every li ving insti union has to accommodate 
some corruption and some injustice as a part 


of its ordinary existence. The ml cbtBeegia 
is to remain loyal to the Ideal* of science 
and scholarship in a world that often other 
and more immediate attractions. 

Notea 

[This is a revised version of the second of the 
two Sudhir Kumar Bose Memorial Ledums on 
Institutions delivered at St Stephen's College in 
February 1992. I am grateful to the authorities 
of the college, and in particular Rajinder Gupta 
for the invitation to deliver the lectures and for 
their hospitality during the occasion. I would also 
like to thank Veena Das who chaired the two 
lectures for her observations and suggestions at 
that time and subsequently. In particular, it is due 
to her persuasion (hat 1 revised the second lecture 
for publication here. I 

1 Ibis point came up repeatedly at live round- 
' table discussion on ‘Universities of thcTwen- 

ty-firxt Century' held at the University of 
Chicago on October 4-5,1991 on Iheoccasion 
of its centennial. Sec Minerva. Vol XXX, 
No 2. Summer 1992. 

2 A notable exception us the University of Punjab 
at Ounidigarh. 
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Authority, Gender and Knowledge 

Theoretical Reflections on Participatory Rural Appraisal 

David Mock 

Information for planning is shaped by relations of power and gender and by the investigators themselves, and certain 
kinds oj knowledge are often excluded. Participatorv methods of research such as participatory rural appraisal (PRA) 
are increasingly being used to overcome the limitations of conventional research methods. 


TH E popularity of technique* of panic ip* lory 
rural appraisal (PRA) in rural research and 
project planning comes in large part from 
their ability to generate information at the 
community level directly with members of 
the community. Such information is held to 
be more reliable, more efficiently obtained 
and more relevant to community interests 
than that generated by conventional social 
research methods (Chambers 198.1. 1991], 
Improving both the quality of information 
available to planners, and communication 
between outsiders and community members, 
is central to the rationale for participatory 
approaches, ut least for projects with a more 
‘instrumental’ notion of participation where 
PRA has made major in-roads. Many 
development efforts are set in highly complex 
social and physical environments which place 
a premium on the use of people's knowledge 
and judgments (e g. in assessing new 
technologies). Access to this knowledge pre¬ 
supposes intensive interaction between 
project staff and members of the community. 
Techniques of PRA noi only draw on the 
complexity and sophistication of people’s 
technical and social knowledge and their 
practical expertise in livclihoodmanagcmcni. 
hut also bring out hitherto unrecognised 
abilities of diagrammatic and symbolic 
representation among informants through a 
range of mapping und diagramming 
techniques usable by non-literate peoples 
\RRA Notes 1988-92J. The effectiveness of 
location-specific project strategies based 
upon local knowledge equally depends upon 
the quality of information feedback and 
learning, and for this PRA increasingly finds 
successful application in method* of project 
monitoring und evaluation. 

Given the growing importance of rapid 
research methods in development planning 
of all kinds, there are surprisingly few 
theoretical and criticul reflections on 
methodology, particularly reflections from 
field experience |cf Fairhead 1991: Potrier 
199l;Scoonex and Thompson 1992]. In this 
article 1 draw on my recent field experience 
of PRA arising from work as a consultant 
to a participatory natural resource 
development project in a tribal region of 
weshmt India. This provides the background 
for more general critical comment* on some 
of the assumptions implied in the practice 


of PRA. My focus here is particularly on 
the social context of the use of PRA methods, 
rather than on the individual techniques 
themselves. MIA is undertaken in many 
different social contexts, at different stages 
in a project's life, und by different types of 
development irgunixalions. Tltcse obviously 
shape the fieldwork and bring to light 
different questions. This article focuses on 
the use of PRA at the very curliest stages 
in a project, that is prior to the setting of 
specific project objectives. We consider 
interdisciplinary ‘team PRAs' undertaken in 
an urea which is new to the project 
organisation and al the point at which the 
project is developing its identity and 
relationship with local communities. This 
situation raises particular issues. 

The firsi issue concerns the extent to 
which the use of PRA depends upon 
established links between an agency and 
local communities. Much work on PRA 
methods has been done by NGOs who arc 
able to build upon years of work with a given 
community and have, themselves, an 
established identity and credibility. Is it 
possible for PRA to lie undertaken in 
completely 'new' areas, where an agency is 
unknown? Can PRA itself be a means of 
establishing the mutual trust and rapport 
which is necessary tor any participatory 
development effort? The second issue 
concerns participation in PRA. Al its simplest 
level thequestion is. who does and whodoes 
not participate in organised PRA sessions? 
A more complex question is. arc the 
perspectives and knowledge of alt sections 
of a community equally 'accessible' to the 
methods of PRA. ware there features of the 
PRA methodology which impose a selectivity 
on the type and sources of information? I 
will look at the constraints to participation 
and the way in which PRA may generate 
(or create) information of a rather special 
kind. I suggest a view of local information 
and knowledge itself which differs from that 
commonly held in practice. Information does 
not just exist ‘out there’ waiting to be 
collected' or 'gathered' , but is constructed, 
or created, in specific social contexts for 
particular purposes. Her*,l am concerned 
with PRA technique* organised as public 
events and the ways in which these create 
(and exclude) particular knowledge. 


Specifically, 1 shall look at the implications 
of (I) social dominance and authority. (2) 
gender relations, and (1) the existence of 
project ‘outsiders’, for the shaping and 
recording of public information available 
for planning. In the case of gender, for 
example, thequestion is. what assumptions 
does PRA make about women's ability to 
fully participate? How ‘accessible' U 
women's knowledge and experience to 
existing PRA methods? 

The third issue to be addressed is the 
complicated question of the existence of. 
different kinds of knowledge, and the 
problems this may pose in generating 
information for planning. A related question 
concerns the extent to which PRA remains 
a set of techniques by which outs iders extract 
information rather than a methodology for 
planning in which loco] actors actively 
participate. Is there an assumption, in the 
practiccof PR A. lhai community knowledge 
about livelihoods and knowledge for action 
are the same? Does RRA in practice deal 
with the problem of the limits of local 
knowledge and awareness and the need for 
new skills for community analysis of 
problems and for planning? 

Context 

Hie experience of PKA which informs 
this paper come* from an Overseas Develop¬ 
ment Administration(ODA) funded natural 
resource development project, the Krihbco 
Indo-British Rainfed Fanning Project 
(KRIBP). implemented in India by the 
Krishak Bharali Co-operative (KRIBHCOj. 
A brief sketch of the project is necessary to 
set the background for the later discussion. 
The overall aim of the project is the promotion 
of a participatory and poverty-focused 
approach to fanning systems development. 
The more specific objective* are to increase 
local capabilities in the management of 
natural resources oik! to improve the ability 
of the poorest to gam access to existing 
government programmes in order to bring 
•bout sustainable increase* in farming 
systems production and improved socio¬ 
economic conditions of poor farming 
families ' The project strategy involve* an 
extended process of participatory planting 
in which PRA plays a part in gcaanting 
location-specific natural resource devefop- 
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meat plan*. Thin involve* priori tiling 
problem* to be solved and identifying 
opportunities for innovation. These include 
the use of improved crop varieties, measures 
for soil and water conservation, agro-forestry, 
minor irrigation and pisciculture. The project 
specifically aims to identify women’s 
perspectives on farming systems, to 
strengthen women’s existing roles in natural 
resource management, and open new 
opportunities for women's involvement in 
household and community decision-making 
and resource control. The sustainability of 
the project's initiatives ultimately depends 
upon the continued involvement of the 
community in project implementation, record 
keeping and monitoring. The project aims 
to generate a local capacity for this through 
the training of workers from the community 
and the development of village-based 
organisations. In the long run this aims to 
enable community-based provision of 
services (eg. savings, credit or input supply) 
and management of common property 
resources (grazing, forestry,. fisheries) 
ICentre for Development Studies 1990]. 

The project is located in the Bhil tribal 
districts of western India (Panchmahals in 
Gujarat, Banswara in Rajasthan, and Jhabua 
in Madhya Pradesh). These tribal districts 
are amongst the poorest in India. A rapidly 
growing population - presently around five 
million people - is putting increasing 
pressure on a fragile resource base which 
now faces extensive deforestation, soil 
erosion, water scarcity and declining 
agricultural productivity. Unable to meet 
their subsistence needs. 40-60 per cent of 
the working population now migrate 
seasonally for work in urban or better-off 
rural areas. Six village dusters have been 
identified for work in the first year, and the 
number is to expand subsequently. 

The project is managed by a functionally 
autonomous specially staffed unit of the 
main organisation with its headquarters in 
the centre of the project area. A core of 
technical and social science specialists 
support male and female community 
organisers (COs) based in individual village 
dusters. COs have the responsibility of 
working with community members indeve- 
loping local strategies for natural resource 
and organisation development and of making 
them selves redundant after two or three years 
by transferring skills to local workers. 

In July 1992 COs took up residence in the 
village clusters following anextenxive field- 
based period of training (including training 
in PRA methods, in which several already 
had considerable experience). They began 
by developing a general understanding of 
the locality and identifying suitable points 
of entry into the community. This involved 
village meetings, house-visits, sketch 
mapping.understanding local transport links, 
etc, and regular team meetings to review 
progress over the first two months. By the 


end of two months, several village* had been 
identified as appropriate and ready for 
introductory FRA*. Positive criteria for 
selection of villages were small size, social 
homogeneity, the absence of known faction¬ 
alism, the existence of supportive village 
leadership, and the interest and willingness 
of the village to host structured PRAs. 

The purpose of the first PRAs were: (1) 
to provide further training for the team. (2) 
to contribute to the process of rapport 
building, (3) to develop and adapt PRA 
methodology for work in this area and stage 
of the project, and (4) to begin to meet the 
project’s information needs. The PRAs 
involved teams of 8-1 Opcoplc (headquarters 
staff, COs and supporting consultants, 
including myself) staying in villages for up 
to fourdays and collecting information with 
community participants using s range of 
techniques: village and area mapping; matrix 
ranking (e g, of crops and trees); institutional 
linkage diagramming; kinship mapping 
(genealogies); seasonality diagramming-.etc. 
Arrangemen ts were m ade for our stay in the 
villages, sometimes making use of existing 
public buildings (e g, schools) or hiring a 
canopy, organising food and cooking and 
occasionally lighting. The PRAs followed 
a general pattern. Following introductions 
in a general village meeting in which the 
purpose of the PRA is explained, a group 
settlement mapping is organised. This is 
followed by other group activities such as 
'time-line’ (local history of events or 
significant changes) or ‘kinship mapping’ 
(drawing genealogies). Villagers are then 
organised into three to four groups for the 
area mapping which usually takes place on 
the second day. Each group undertakes a 
'village walk' spreading out in different 
directions from a central place. The group 
conducts interviews with households falling 
within their ‘sector’, The area covered is 
then mapped by the group and presented at 
a plenary village meeting. These maps arc 
used to identify areas of concern which are 
discussed and agreed upon in a village 
meeting. The third day is used for a range 
ofothcr group exercises: tree matrix ranking, 
chapalti diagrams, seasonality diagramming, 
etc. Undoubtedly, there arc many ways of 
organising PRAs. but the above pattern ol' 
public group activities is fairly common. 
When, in what follows, i refer to 'a PKA', 

1 am referring to this pattern of activity. 

The first two PRAs - undertaken in 
villages in Rajasthan and Madhya Pradesh 
- had very different outcomes. In one village 
(Chalra Khuta in Rajasthan) a good Seal of 
agrn-ecological and socio-economic 
information was generated with a good 
degree of community participation. Initial 
anxieties were Overcome, the outsiders were 
welcomed, a context was created in which 
the project and its objectives could he 
explained, and PRA exercises proved 
effective at articulating locally perceived 


problems in relation to soil eroaioji 
deforestation, indebtedness, education, etc 
and indicated likely direction* in which tc 
explore solution*. Watershed mapping, for 
example, was used by firmer* to plot possible 
areas for soil and water conaervatior 
measures, and likely costing in terms oi 
labour inputs for different types of work 
were generated. In the second village 
(Khatama in Madhya Pradesh), by contrast 
the project team was prevented from carry in 
out the PRA by villagers who refused co 
operation. The team was unable to establish 
a basis for communication with the 
community. Initial anxieties about the prqjec 
deepened and the team had to leave the 
village after a day without having seriously 
attempted any information generation. Ir 
the process, significant lessons about thir 
village and the PRA methods were learned. 
The experience of these two villages place 
in sharp relief issues which have l>een 
experienced more widely in the use of PR<» 
at the opening stages of the project. The 
contrast between 'success' and 'failure' is 
more apparent than real in the sense that 
many of the underlying difficulties are in 
fact common to both successful and 
problematic participatory rural appraisal. 1 
The rest of this paper reviews these issues. 

PRA AND RAfPOKT Bl'ILDINCI 

How easy was it to introduce PRA methods 
at the very outset of the project, and did these 
indeed help develop rapport with local 
communities? ‘Rapport’ is itself a very dif¬ 
ficult quality to identify. The term describes 
a relationship between outsiders and the 
community, and implies the trust, agreement 
and co-operation necessary for the pursuit 
of participatory approaches todcvelopmcnt. 
However, this relationship is usually des¬ 
cribed from only one point of view - that of 
the outsider. 'Effective rapport’ in practice 
often represents the set of assumptions that 
outsiders have about the 'accessibility' ot 
villagers and the likelihood of effective 
communication with them. In the case of the 
project, in the absence of agreed criteria and 
indicators, qui te different assumptions were 
made by different people in relation to signs 
of 'good rapport’. Some field-worker' 
emphasised participation in village meetings 
at which the project objectives wen- 
explained. others stressed the strength ol 
links wi th, and co-operation of, local leader', 
others pointed to the extent of household 
visits made. Several early problems in using 
PRA in the project were in fact related to 
mistaken assumptions and misread signs ot 
' rapport’. In practice, communication of the 
project’s identity and gaining acceptance ol 
its intended activities as a basis for 
undertaking PRAs, proved to be a complex 
process. The following paragraphs indicate 
the nature of the problem. 

Several early experience* in the cluster 
villages indicated that tribal villagers 
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responded to project staff, not aa welcomed 
helper*, bt« In tenn*of«hekrecent«perience 
of outsider* and present anxieties. In these 
tribal villages, contacts with new outsiders 
appear generally to be perceived as 
threatening and risky, rather than as offering 
new and welcome opportunities and 
resources. The most common anxiety 
concerned land rights, It was feared that the 
project would undermine land rights by 
constructing dams and flooding valley land, 
by reclaiming encroached government land 
for tree plantation, or by acquiring land for 
industrial development - all part of the 
tribal*' recent negative experience of 
'development'. In (his context, the termi¬ 
nology used to express project intentions 
had to be chosen with care. Phrases such as 
■forestry’ or 'water resource development’ 
conjured a history of experience which 
prejudiced local reactions to project 
initiatives. 

The experience of generations of tribals 
in the area is that outsiders expressing 
concern with their affairs do so in order 
to pursue their own specific interests. These 
interests, moreover, are usually expressed 
in terms of meeting the tribals’ own need 
for ‘development’. In some of the project 
villages, villager scepticism was only 
deepened by statements (by project 
workers) that specific project objectives 
had not yet been set because villagers would 
themselves determine local development 
goals. Paradoxically, participatory rhetoric 
of this sort can he a bar to effective 
communication where seen as a devious 
refusal by outsiders to state their intentions 
plainly. The participatory approach 
contradicts experience and usually prompts 
local inqu iry and conjecture as to the project ’ s 
‘real' motives. The question uppermost in 
villagers' minds, and to which project staff 
have had to offer a satisfactory answer, is. 
who arc you, and what is your interest in 
us?' Communicating an acceptable answer 
to tins question in an appropriate idiom is 
a precondition for other rapport building or 
information gathering activities (c g. PRA) 

But do not the unthrealening situations 
created by PRA activities create an 
appropriate context in which to explain 
project objectives and open dialogue? 
Certainly, the effectiveness of PRA as a 
research method is often considered to rest 
on the ‘rapport’ generated by the creation 
of informal contexts (staying with people, 
sitting at the same level, etc). Experience 
from the project, however, suggests that 
where deeply entrenched suspicion of the 
motivation of outsiders' development 
intentions exists, participatory styles of 
interaction often do not have the effect of 
allaying fears and suspicions The effect 
may in fact he near to the opposite. 

First, it is easy to forget that notions of 
informality are culturally specific, and that 
what is apparently informal and unthreaten¬ 


ing for project staff (e g, sitting on the 
ground with villagers, or entering into casual 
conversation) may be seen as suspicious and 
deviant behaviour by tribala. This suspicion 
is illustrated by the comment of a woman 
in the Madhya Pradeah village, ‘'Today you 
are sitting on the ground, tomorrow you will 
be sitting on our beads". Non-directive and 
consultative approaches are unfamiliar, 
disorienting and treated with suspicion by 
tribals whose interaction with outsiders has 
for years been characterised by prejudice 
and hierarchy. In fact, as I suggest below, 
PR As often involve setting up contexts which 
are in social terms highly formal, and this 
has important implications for the kind of 
information generated. 

Second, certain PRA methods, however 
sensitively employed, may themselves be 
misconstrued and may not help communi¬ 
cation. In some circumstances the para¬ 
phernalia of PRA research - paper, charts, 
coloured papers, etc - may in fact generate 
a greater sense of mystification than 
conventional research methods. Given 
insecure land tenure among many tribals in 
the project area, for example, any emphasis 
un land - andparticulariy techniques of area 
mapping, transects, etc - may only serve to 
confirm existing anxieties about project 
intentions. Moreover, specific techniques 
such as village transects or mapping may 
superficially resemble the actions of other 
professionals - notably land surveyors for 
industrial development - and cause alarm. 
In these circumstances PRA methods have 
to be selected and used carefully. 

Outsiders’ initial sense of rapport’ with 
a community is often derived from their 
interaction with a limited number of 
individuals who serve as the brokers or 
mediators between themselves and the 
community Misperception of the social 
position of these 'community leaders' is 
another source of communication failure 
with implications for future project 
initiatives. In one or two situations in (be 
project, the failure adequately to understand 
local styles and patterns of leadership 
seriously affected efforts to conduct PRAs. 
in the Madhya Pradesh village from which 
the team was excluded, the importance and 
influence of two different types of leader¬ 
ship within the tribal community was 
mispercei ved, Community organisers (COs) 
had developed contacts with individuals 
whose apparent influence rested on their 
well developed connections beyond the 
village. These included the bolder of the 
statutory position of panchayat sarpanch. 
These leaders - who also presented 
themselves as ‘community leaders' to 
outsiders (such as COs) - in fact wielded 
less influence within (be community than a 
second type of the leader, the traditional 
tribal leader or 'patel'. The patel's influence 
and leadership - which in the village in 
question was expressed in idioms and 


conventions not immediately recognised by 
outsiders as ‘leadership' - was significantly 
underestimated. These different types of 
leaden appeared, moreover, to have different 
interests in relation to the project. The 
sarpanch and others with 'outside 
connections ’ may have seen potential for 
furthering their positions in extending 
support to COs. The patel, however, appears 
to have teen the project as a threat rather 
than an asset. In the event, by persistently 
refusing co-operation and effectively 
blocking participation of the whole 
community. he demon strated his control over 
community opinion and action 

Launching an organised PRA exercise 
involving arrangements for the ttay of a 
group of outsiders in a village (lighting, food 
preparation, etc) represents a visible 
commitment on the part of the project to a 
particular community. Where this is not 
based upon the gradual buiid-up of 
commitment on both sides (village and 
project), the PRA may in effect present the 
village with an artificial choice - 'do they 
or do they not want this initiative’, before 
they are aware of the implications of this 
choice. Opting for caution and risk-aversion, 
village leaders may - as Was the case in 
Khatama village - initially reject the 
approach. In such situations organised PRAs 
should occur only after a longer period of 
working informally with individuals or 
neighbourhood group*. In other cases 
concrete actions demonstrating the project's 
commitment to the village are necessary 
before the more formal PRA iuformatioci 
gathering can beg in. Sometimes it is helpful 
to take villagers tc visit participatory 
development initiatives elsewhere or to 
arrange visits by groups with more experience 
of the project from other nearby villages. On 
the other hand, organise** public PRAs 
sometimes do provide the most effective 
way ofwinning supportforproject activities. 

Finally, the experience of the project ba* 
shown that effective communication with 
villagers is not only determined by factors 
within a village community (e g. local 
anxieties about land or leadership patterns). 
but also by the wider networks of which 
individual communities arc a part. Local 
perceptions of the activities of the project 
in Madhya Pradesh and Rajasthan have been 
influenced by current preoccupations 
concerning, for example, the activities of 
miss ionaries, anti-Narmada project activists 
and local mass organisation activists. Given 
that the bureaucracy and political system in 
the area is highly sensitive to work in tribal 
areas, careful development of the project's 
identity and credibility with a range of local 
institutions bas been an important part of 
developing a participatory strategy for the 
project. 

In sum. as an organised public event, 
experience suggests that PRAs should only 
be undertaken in a community after a 
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-QMcxUbly good knowledge of be locality 
,nd appropriate contact* have been 
developed. It i* alio neceasary to have lome 
ntansof assessing the adequacy of thiakhow- 
edge for particular village*, and to identify 
ippropriateindicaton of'goodrapport'. This 
^reparation usually require* considerable 
ime, more than was in fact allowed for in 
he early planning of the project. 

How Participatory Is PRA? 

The objectives of undertaking PRA arc 
ikely to vary with the stage of a project, 
n the early stages of KR1BP there was a 
:lear trade-off between the objectives of 
rapport building’ and ‘information 
gathering'. Maximising opportunities for 
participation was not always compatible with 
jetting the best or most accurate data. Ix>cal 
earns varied in emphasis, but it was widely 
ccepted that early PRAs should give priority 
o the quality of project-community relations 
wer the quantity of information output (not 
east because of the likelihood of bias in this 
nformation. see below). 

However, despite efforts to broaden 
:ontacts. PRAs are unlikely to be equally 
ccessihle or open to all sections of the 
immunity. Initial PRA activities of the 
project have rarely involved a full cross 
eclion of the village community. Gender, 
ige, education and kinship all influence 
participation in PRAs In Chatru Kliuta 
'illagc (Rajasthan), for example, one of the 
wo major descent groups in the community 
nitially took a leading role, and the other, 
ilthough not excluded, was less ccntrully 
nvotved. This highlights the risk that without 
urther work the priorities and action plans 
denUfied tor the village will reflect a narrow 
et of interests. Not only are some sections 
pf a village under-represented, but also some 
participation is discontinuous over the course 
if the PRA. Above all. participation by 
votnen has in all PRAs been both limited 
ind discontinuous (see below). The reasons 
or non-participation arc likely to he as varied 
< those for participation, encompassing both 
practical (eg, time, distance) and social (c g. 
ncial factions and alliances)factors. In some 
;ases strong leaders were able to ‘mobilise - 
vide group participation, in others individual 
actors of interest and curiosity appeared 
oremost. W ithout some means of record ing 
.ml monitoring participation in PRAs. non¬ 
participation and the information distortions 
l causes is often unrecognised. 

Physical presence or absence is. of course, 
inly a crude measure of ‘participation’, and 
here arc many other ways in which 
nvolvcment in PR A activities is uneven and 
iiscriminates against the recording of certain 
perspective* and gives priority to others. A 
ecord of individual involvement would 
dearly demonstrate the uneven nature of 
participation in PRA exercises, but even 
uch micro-oh nerval ions mighi not reveal 
mportant way* in which social relations 


influence information generation in a 
community. 

It is a truism to state that dominant view* 
will tend to dominate. However, the way and 
extent to which recorded information will 
be biased in favour of perspective* which 
are not as general a* they are projected as 
being israrely considered or assessed. Indeed, 

1 want to suggestthatPRA, far from providing 
a neutral vehicle for local knowledge, actually 
creates a context in which the selective 
presentation of opinion is likely to be 
exaggerated, and where minority or deviant 
views are likely to he suppressed. In practical 
terms ‘community priorities' such a school, 
soil and water conservation, social forestry 
or well deepening conceal private interests. 

While from the point of viewof 'outsider' 
dcvelopmeni workers an organised PRA is 
an informal event, in social terms the PRA 
is often highly formal and public: PRAs are 
group or collective activities; they involve 
important and influential outsiders (even 
foreigners); they take place in public spaces 
(schools, temples, etc); they involve the 
community representing itself to outsiders; 
and information is discussed publicly, 
recorded and preserved for use in planning. 
Such activities are far from informal everyday 
life. It seems highly probable that this social 
formality imposes a selectivity on the kind 
of information which is presented and 
recorded in PRAs. At the very least, where 
critical debate m public is not an established 
convention, we should avoid unwarranted 
assumptions about the accountability of 
publicly processed information. 

First, as public and collective events. PRAs 
tend to emphasise the general over the 
particular (individual, event, situation,etc), 
tend towards the normative (’what ought 
to be’ rather than 'what is’) and towards 
a unitary viewof interests which underplays 
difference. In other words it is The 
community's 'official view’ of itself which 
is projected. Communities are often most 
solidary when facing outsiders [ Robertson 
19X4; 144], People may express ihcir 
equality and unity of opinion to outsiders 
through generalised expressions - 'we 
think, we want. etc'. These “rhetorical 
expressions of integrity of the community" 
are not to be mistaken for the absence of 
distinct and perhaps conflicting interests 
(Cohen 1989: 35 ]. The tendency to give 
normative information may be encouraged 
by faulty interviewing techniques (see 
Mitchell and Slim 1991J. but often the very 
structure of the PRA sessions - group 
activities leading to plenary presentations - 
assumes and encourages the expression of 
consensus. Where sensitive subjects arc being 
addressed, there is anyway an understandable 
tendency to move away from the individual 
and the particular to the genera) and abstract, 
or sometimes from the present hi the past; 
i e. matters of present sensitivity (e g. bonded 
labour) are referred to a* if they only 


happened in the past (presenting problems 
indie interpretation of' timeline*’). As project 
staff we perceive a need for consensus 
information for the purposes of developing 
village workplan*, and have yet to develop 
the mean* to handle differing or even 
conflicting views of local reality. There is 
sometimes, therefore, tacit compliance 
between insiders and outsiders in the 
generation of consensus views. More 
generally, the interactive context of PRA 
emphasises mediation between ‘outsiders' 
and ‘insiders’, ‘experts' and ‘locals', but is 
not so good at identifying and handling 
differences of perception within communi¬ 
ties. Indeed, at times writing on PRA appears 
to reinforce weak and sociologically naive 
concepts of the community. 

Second, the perspectives and interests of 
the most powerful sections in a community 
are likely to dominate, not through overt 
competition or confrontation, but through 
this expression of consensus. 1 am referring 
to what Pierre Bourdieu calls ‘officialising 
strategies' whereby the particular interest* 
of key sections of the community become 
identified with the general interest (Bourdieu 
1977: 38-43). The ability to represent the 
personal and particular in universal terms to 
“...transmute 'egoistic', private, particular 
interests into...disinterested, collective, 
publicly avowable. legitimate interests’' 
(1977.-40) is a sign of authority and 
dominance. These “officialising strategies" 
involve possession of the''capita) of authority 
necessary to impose a definition of a situation, 
especially in the moments of crisis when the 
collective judgment falters.." (1977; 40). It 
is perhaps not too far-fetched to consider the 
organised PRA carried out at the outset of 

sprojcct's contact with ^community a* such 
a moment of ‘crisis'. The community is 
called upon tojudge the out .idem’ intentions, 
take the risk i f co-operation, provide 
collective knowledge, and articulate 
collective needs and priorities, in the 
knowledge that whatever is said will in one 
way or another have implications for the 
future of the community. These are, perhaps, 
critical moments at which far more than 
usual is at stake in controlling the flow of 
information; moments, moreover, when 
those in authority “.. are able to mobilise Ibe 
group by solemnising, officialising and thus 
uiuversa! is ing a private incident" (1977 40) 
One might go even further and suggest that 
the PRA actually presents a new means by 
which people in authority can 'officialise' 
private interests, by endorsing and putting 
on record dominant views. 

Where a new project is perceived as likely 
to mobilise considerable re sources for village 
development, the ability to identify petaonal 
interests with gencralenc* and to ensure that 
these fall within the compass of project 
objectives offer* potentially great material 
and political rewards. Sometime* die claim 
of universal validity for individual interest* 
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is quite blatant and detectable-the PRA in 
which the ssrpanch's desire for ■ contract 
for the school building was projected as a 
community need for education, is a case in 
point. But there must be many instances of 
this process which go unnoticed. The school 
was not really a project priority, so the 
aetpanch missed the mark; but today many 
community leaders are well aware of the 
benefits to be gainod not only from projecting 
private interests as public ones, but in doing 
so in such a way that the priorities of projects 
and their funders are met or ‘triggered’. In 
this sense 'environment', 'gender' and 
‘poverty’ (i e, global development priorities) 
are very much part of ‘public’ knowledge 
building in community development 
project*. However, clearly notail community 
needs will reflect disguised private ambitions. 
Indeed in the early stages of a project it 
would beimpossible to judge the extent of 
such domination. Nonetheless, it is important 
to be aware of the possibility, and particularly 
to recognise that a PRA is a social event, 
and like any external intervention in a 
community, will be shaped and influenced 
by social processes which may only be 
detectable in retrospect. Finally, ‘the project' 
is not simply an observer of this process. 
Tbe presence of development workers itself 
alters tbe balance of power. They may be 
called upon to arbitrate between competing 
claims to knowledge, and may sometimes 
enable the expression of subordinate 
definitions of a situation. 

Third, the methodological problems 
identified here are common to all attempts 
in social science to represent and model 
conun unities. Tbe reason why I suggest these 
problems may be amplified in group PRAs 
is because of (1) the short time-frame of 
research. (2) the public nature of the enquiry. 
and (3) the possibility of information being 
used directly to generate material benefits 
for the community. These observations 
suggest the need for certain modifications 
to PRA practice. These would include the 
use of more decentralised or neighbourhood- 
based activities, avoiding or deferring public 
decision-making or problem prioritisation 
(c g, at village meetings) and resisting the 
tendency to develop agreed or consensual 
views on complex problems until project 
workers are far more familiar with different 
parts of the community. Tbe practice of 
organising separate interest-specific, gender 
or social group-based PRAs is now quite 
widespread, and given adequate attention, 
PRAs can be a useful tool in understanding 
and express ingdiffere nee. The identification 
of different or conflicting views, however, 
also requires development of tbe means of 
resolve these conflicts as a project develops 
a consensus for local action. This, I suggest 
below, is another weakness in current PRA 
practice. 

The comilary of the dominance of'official' 
knowledge about the community (or the 
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‘officialising’of the viewa of dominants) ia 
tbe exclusion of lub-dominantperoeptiooa. 
and tbe relative absence of expressions of 
mtereste ami opinions of timesub-dbmiaant 
groups, who lack the ability to make general 
and public their private and particular 
interests. Tbe clearest example of tbit is 
provided by tbe cam of women in relation 
to PRA in tbe project. 

Women and Formal PRAs 

By far tbe most important observation 
from tbe first carried out as part of the 
KRIBP project was tbe minimal 
participation of women. Very few women 
attended these PRAs, their involvement 
was discontinuous, and they did not have 
a role in the round-up and planning sessions 
with which the PRAs often concluded.’ 
This raises both specific questions about 
women's participation in the PRAs in the 
project, and more general issues concerning 
assumptions about women's ‘accessibility’ 
and the representation of women's 
perceptions .This latter is not a new problem, 
nor one restricted to PRA research methods. 
At the end of tbe 1960s Edwin Ardener 
commented on the absence of women's 
perspectives in social anthropologists’ 
ethnographies, which were often a product 
of only talking to men. and about women 
(Ardener, E 1975a:21. What is significant is 
that the omissions were not (except in 
retrospect) striking. While men were 
universally accepted as ‘good informants’, 
able to articulate knowledge and explanations 
(models) which met tbe expectations of 
investigators, and which included 
representation of women's concerns, women 
were considered difficult to reach - “they 
giggle when young, snort when old, reject 
the question, laugh at the topic, and tbe like” 

(1975a: 2). It was possible to conclude that 
outsiders (ethnographers)..."have a bias 
towards the kinds of models that men arc 
ready to provide (or to concur in) rather than 
towards any that women might provide” 
(1975a:2). Yet what is increasingly 
recognised is that dominant male models are 
incomplete; they do not and perhaps cannot 
express important aspects of women’s 
experience and interests. This is not simply 
a question of researcher bias, but is also an 
issue of structural gender relations. 

PRA methods have played their part in 
addressing some of these gender issues in 
field research. In many respects PRAs have 
provided good contexts in which to explore 
the ways in which men and women's 
experience, needs and perspectives differ, 
and innovative ways of representing these 
differences have been employed [e g, 
Welbourn 1991, 1992. Sbcelu and Devaraj 
1992]. Nonetheless, tbe central problem of 
the dominace of male views still pervades 
tbe exercise of rapid appraisal for rural 
cfeveloptiKnlOfcome.insome situation* - 
such as the one discussed here-these 


methodological probianu are more aeuw 
than in others. Indeed the difficulty of 
involving women in PRA* reported here ha* 
a specific context droop PRAs were used 
at tbe outset of a project working in an are* 
unexposed to participatory development 
initiatives. Moreover, tbe project did not 
have its full complement of trained women 
field- workers. It is often exactly at this early 
and formative stage of a development 
intervention that priorities are formulated 
and the shape of the project is set However 
effectively women may be able to participate 
in later stages of a project, this will not 
compensate for their early exclusion. The 
particular problems presented in tbe use of 
PRA at the very point at which a project is 
negotiating its contact with communities 
(when, for example, it is more difficult to 
set up separate woirien-only group 
discussions) are therefore worth analysing. 

For several reasons, organised group PRA 
exercises in the project have not provided 
appropriate contexts for the srticulstion of 
women's perspectives for natural resource 
planning. First, women faced a number of 
practical constraints to participation. Tbe 
PRAs took place during s season when 
women's work (especially weeding) does 
not allow participation (a choice based on 
the need to have PRA* during a season when 
few families migrate). PRAs assumed that 
women would be available collectively at 
central locations (away from the work sites 
of the home and field) for continuous periods 
of time. These requirements of time, location 
and collective presence were incompatible 
with the structure of women's work roles 
[Mehta 1992]. Women are rarely free of 
work responsibilities forsubstantial lengths 
of time, and it is bard to find times when 
women would be available collectively.This 
imposes major constraints on women’s 
participation. Organised PRAs. for example, 
require the allocation of blocks of time away 
from field and house to carry out transects, 
mapping exercises, analysis and presentation 
which women are unable to give. 

Second, women faced social constraints. 
PRAs usually took place in public space* 
(c g. schools) and in the presence of out¬ 
siders. Bbil women are typically (explicitly 
or implicitly) excluded from such public 
spaces and activities. This exclusion of 
women “is so norms) and ‘naturalised’ that 
it is rarely noticed or questioned. In fact, 
the presence of women causes remark while 
their absence goes unnoticed” [Mehta 
1992]. Tbe comments made on the cultural 
specificity of ‘informality’ above have an 
important gender dimension. Notwith¬ 
standing the team’s efforts to create relaxed 
and informal con texts, as mentioned earlier, 
tbe whole PRAexcreise operated at a socially 
formal level. In a society which ascribes to 
women • sphere characterised as private, 
domestic, manual, low statu, informal and 
by implication socially leas visible and 
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*J*d,any event which create* processor 
•Web are perceived and understood u 
oblic and formal tend* to exclude women 
dehta 1992]. 

Caution u needed, of course, in treating 
women’ as a single group. Women* saocess 
• the ‘public’ of the PRA would vary with 
e. marital status, religion and class. There 
re alsosignificantculturaldifferencex within 
te area covered by the project. We are as 
Min adequately informed to generalise about 
lis. There ate also specific forms of adap¬ 
tion to exclusion. The public space available 
> Bhil women is often ‘extended’, for 
sample, by secluding womcn-by some form 
f purdah (cf Shaheed 1990, cited in Ram 
92]. Again, the extent of ‘veiling’ in public 
aries between different categories of women. 
Third, not only the context, but also some 
RA techniques themselves may have 
enerated social exclusions. The repre- 
mtation of knowledge and experience in 
>aps. tables, charts, etc. involved a formality 
hich appeared to mark it out as the province 
' men. Women were typically excluded 
’om the mapping of natural resources, 
loreover. as Alice Welbourn points out 
om a different social context, many aspects 
" social relationships central to women's 
incems cannot be represented spatially, 
'hen asked to draw improvements they 
ould like, a group of Sierra Leone women 
splied. "the changes we need cannot be 
awn”.They were referring to social issues 
ich as overwork, the breakdown of co-wife 
slationships. and violence from husbands 
Vclboum 1991). 

Finally, on several occasions during the 
lriy project PRAs when a few women were 
volved in PRA exercises, there was a 
ffcrcnce in the way they responded to the 
sks. Group discussions with women (and 
omen field-workers) in one village, for 
’.ample, tended not clearly to demarcate 
iblic from personal information, or the 
ibject from the relationship. Women, for 
.ample, were concerned to know about the 
ckground of the interviewer; they asked 
Tsoual questions and related stories, 
'omen felt bored by certain exercises, the 
sks remained incomplete and women gave 
» and began communicating by singing 
stead (observed by Mnnu Mehta). 

We are inadequately informed about many 
peels of gender relations in the project 
ca, and it is too early in the life of the 
ojeetto make generalisations about women 
id PRA beyond the specifics of these 
troduclory PRAs. Nonetheless, I suspect 
at at least some of tbe observations made 
ove (e g, on practical and social constraints 
women’s involvement) will find parallels 
Other PRA coatexts. It may therefore be 
eful. in a preliminary way, to highlight 
•me wider themes which the particular 
lerience points to. 

Women (and to • different degree other 
ihordinate social groups) appear restricted 


in took ability so whculate Shear concerns in 
public and in acceptable mediums . Whereas 
dominant groups are able to generalise tbe 
particular’and make tbe private public, 
women's own knowledge/power is often 
only aftkutated through men, tbeir influence 
is exerted only as long as the appearance of 
male control remains [Bourdieu 1977:41 ]. 
Public knowledge it by social definition 
generated by men and not by women. A 
‘systematic hierarebisation’ condemns 
women’s interventions and knowledge to 
the unofficial, private, domestic (1977:41) - 
an order equally internalised and expressed 
by women themselves. Even where women’s 
practical rotes take them into the public, this 
is understood as privale/domestic. As 
Kalpana Ram points out referring to women 
fish workers in south India, who arc engaged 
in wide fish marketing networks. 

The expansion of women's space which 
occurs- in the course of practice is under¬ 
stood and legitimised in Mukkuvar culture 
only through its imperfect reference to 
women's cultural responsibilities as wives, 
mothers and daughters |Ram 1992 : 206 ], 
In the same way. public expressions of 
women's interests (e g. in the first PRAs) 
almost always revolve around health care, 
child care, nutrition, domestic work and 
acceptable home-based income generating 
'activities | Mehta 1992 ) They articulate a 
socially acceptable profile of women's 
activities. The early experience of PRA in 
the project suggests (hat there are major 
obstacles to women's articulation of interests 
in farming, natural resource management, or 
any other area of concern which falls beyond 
the publicly endorsed definition of women's 
roles. 

Ultimately, however, what the reported 
'inaccessibility' and ‘inarticulateness’ of 
women (in PRA) points to is not a practical 
problem, or even a problem of technique, 
hut a manifestation of structural gender 
relations. These relations, which undoubtedly 
influence many information generating 
exercises, appear amplified in the context 
of the rather special ‘public’ created by 
introductory and rapport building PRAs, 
where, as I suggested earlier, much is at 
-stake in the articu lalion of needs and priorities 
tooutsiders with resources As a more general 
problem, 'inarticulateness' as an aspect of 
gender relations has been theorised by many. 
but particularly aptly in Edwin Ardener’s 
theory of‘muted’ groups [Ardcner.E 1975a, 
1975b). Arelenerproposed that in any society 
there ate dominant modes of expression 
generated by a dominant structure. it is these 
articulations that are heard and listened to, 
for instance by outsiders. Subordinate groups, 
if they wish to communicate, must express 
themselves through tbe same dominant 
modes. However, there is a lack of fit hetween 
tbe ideas and experience of subordinate 
groups and the inodes of public 
communication available which produces a 


ctueracteria tic inarticulaSooeu or ‘muiedneas’ 
among subordinate groups. This is not of 
course to say that women do not speak. 
“They may speak a great deal. The important 
issue is whether they are able to say all that 
they would wish to say. where and when 
they wish to say it. Must they, for example, 
rc-encode their thoughts to make them 
understood in the public domain?" (Ardener. 
S 1978: 21). A number of socio cultural 
examples of 'mutedness ’ among women are 
given in the literature (Ardener. S 1975, 
1978: Okely 1975; Callan 1975). In some 
of these cases women arc constrained in the 
expression of their interests by patriarchal 
definitions of tbeir concerns. Arguably, this 
Ls what is happening in tbe context of a 
public PRAs in the project. 

Perhaps Ardener’* theory can be accused 
of being rather static and of ignoring the 
interplay of power. After all in many projects 
which have an explicit 'empowerment ’ goat 
some of the clearest signs of progress concern 
tbe increased control that women gam over 
communicating tbeir perspectives. In the 
introductory context of preliminary project 
PRAs. tbe influence of power on the 
articulation ol knowledge is particularly 
prominent. In providing a way of thinking 
about the mean* by which these power 
relations influence women' s communication, 
the theory of ‘mutedness does not however, 
deny the importance of women's agency or 
tbe centrality of this in -eneraling change. 

To recap, what I am suggesting is. first, 
that an organised PRA acts up a particular 
conlcxiwfaichgtvcspnvifegcto certain types 
of knowledge and representation and 
suppresses others, and that there is an 
important gender dimension to this. PRAs 
will tend to emphasise formal knowledge 
and activities and reinforce tbe invisibility 
of women’s roles. Moreover, women's 
agreement with project] o, * of community 
or household interr d* will be tacitly assumed, 
and the notion of distinctive perspective* 
will be overlooked. Women do not have the 
power (and at the beginning of this social 
development project have not yet been able 
to develop the skills or competence) 
necessary to represent personal concerns 
publicly, and by default have to conform to 
tbe categories of legitimate concern given 
in advance. Put another way. women have 
to clothe their ideas and encode their desires 
in particular ways to make them beard and 
accepted as legitimate in the public domain 
of the PRA. But often their particular 
coocems do not find a place in the consensus 
which a PRA generates. Where women are 
concerned, much remains unsaid. This silence 
too may only confirm the dominant view 
that women have nothing to say in relation 
to natural resource management, and the 
invisibility of their roles in this area is 
reinforced and communicated to outsiders 

Second, and mswe speculatively, some 
aspects of women’s experience and 
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knowledge may he encoded in way* which 
anyway are not amenable to the kind* of 
formal representation involved in PR A. The 
boredom and digression of women during 
PRA exercises is perhaps an expression of 
their 'mutedness ’ in relation toexistingmedia 
of representation. I return to this issue below. 

These observations highlight the need for 
a significant modification of PRA 
methodology in terms of social context, 
timing and techniques. There is a need to 
modify the organisation of PKAs to increase 
the opportunities for women's participation. 
There is aneed tocreate non-public contexts 
in which women staff spend time with 
women, make mine use of house- or field- 
based sessions (i e. align PRAs with specific 
activities/spaces which mark 'informality'). 
Such PRAs are likely to involve shorter 
periods of time and activities which are 
compatible with continuing work, or to take 
place in small neighbourhood groups. 
Alternative and ftiore informal ways of 
communicating knowledge, such as through 
practical demonstration ortbe use of stories, 
are needed. Also, a wider range of sources 
of information of women’s perspectives 
could be tapped, including the recording of 
songs, proverbs, sayings, etc. Finally, there 
is need for constant aUention to difference 
in the interpretation of information genera¬ 
lised for the community and household. 4 

The quality of information from women 
is likely to increase as women become more 
familiar with PRA techniques and more 
confident about articulating their perspectives 
(as is demonstrated by work with women 
elsewhere in India (Sheclu and Dcvaraj 
1992}). There is an important training role 
for project workers here in demonstrating 
(he possibilities of giving formal 
representation - and by implication visibility 
■ and status - to women’sknowlcdgc. Indeed, 
if the formality and public nature of PRAs 
initially presents obstacles to the articu lation 
of women's perceptions, this problem in the 
methodology of PRA, once recognised, is 
perhaps also a key to identifying the positive 
role of PRA in a strategy for increasing 
women's profile and involvement in rural 
development projects. Project activities take 
place in asocially formal domain, and unless 
woman’s perspectives are able to be 
articulated in 'formal' terms, women will 
remain apart from the planning process. 
PRA provides one means by which women's 
knowledge and activities (socially invisible 
but practically central.) can be given formal 
recognition, support and status, or can be 
transferred from the informal to tile formal 
arena of eommunity and project planning. 

INH.HENCF. OF TIB: ()l TMDFR 

So far. I have only given oblique reference 
to the outsider in (he generation of 
information produced by PRA. Of course, 
Agrees of suspicion or trust frame a PRA 
exercise, and in some measure it is the 
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presence of the outsider which makes the 
PRA formal and public. The outsiders’ 
concern with developing an overall picture 
is part of the in-built bias towards cqpsensus. 
Moreover, ‘local knowledge' is shaped by 
perceptions of project workers and their 
ambitions. There may be a ‘conspiracy of 
courtesy' which conceals aspects of social 
life, or needs may be expressed in terms of 
the things which the project is perceived as 
being able to deliver. It is significant, for 
example, that while KRIBP initially 
generated a wealth of information on crops, 
soils, erosion, agro-inputs, and so forth, the 
PR As failed to generate information on issues 
such asencmuchment. and relations with the 
forest department or police, known to be key 
issues in the area, but perceived as beyond 
the remit of the project. Answers to direct 
questions about problems arc likely to be 
strongly influenced by expectations people 
have of (he project and its particular interest 
in them. 

Not all potential biases in PRA arc 
attrihutablc to the community and the way 
it projects itself; many also come from the 
investigating team itself. The practice of 
PRA tends, for example, to be technique- 
led. Investigators go with a fixed set of 
techniques to try out. Techniques should 
serve an agreed research need, but they often 
become themselves the research framework. ' 
In part this is because the models of PRA 
practice which are established in training 
contexts emphasise the new and unfamiliar 
tcchniques. There arc a number of important 
consequences. Unremarkable methods, such 
as informal interviewing, which do not 
produce visible outputs, arc unde remphasised 
in favour of techniques which generate 
attractive physical outputs such as maps and 
charts (coined by project team members as 
(he ‘aesthetic bias'). Implicitly, the 
production obobscrvable outputs generates 
more status for the field-worker in report 
back sessions than would unorganised notes 
from informal interviews. This bias tends to 
under-recognise the work of women field- 
workers who (working with women) 
typically find it more difficult to produce 
neat charts and maps, or formal information 
more generally |Welbourn 1992J. Individual 
interests or enthusiasm for particular topics 
or techniques may also distort information 
gathering. The field-worker spending hours 
trying to complete a tree matrix ranking, 
only to finally give up in recognition that 
there was neither the interest nor knowledge 
among the group with whom he was 
discussing, is a case in point. But myro 
generally, as a set ol techniques PRA can 
falxeiy circumscribe learning. Carried out as 
a discrete activity, PRA cun give (he wrong 
impression that relevant planning informa¬ 
tion comes in the form of a set of completed 
PRA exercises. This can limit the acquisition 
of competence in more general participant 
observation, narrative reporting and analysis. 


Last, -it m not only in foe gMenttkia of J' 
information that project staff exert their 
influence, there are also dangers of 
misrepresentation in the summarising, 
analysis and reporting of information by the 
team . An example will illustrate the problem. 
Villagers in one project village expressed a 
problem as ‘house collapse’. This referred 
to the tendency of mud walls to collapse 
nowadays given the shortage of wood which 
traditionally is used in their construction. 
This problem was initially summarised by 
the team as ‘kaccahousing’, falsely implying 
a desire for ‘paces' bousing among the tribal*. 

It was also very easy to exclude women’s 
expressed needs (e g. a hospital, flour mill, 
village shop) in 'summing up’ because they 
did not fit neatly into the established 
categories of natural resource development. 

In a sense of PRA, outsiders determine the 
‘ground rules’. Consciously or unconsci¬ 
ously project workers impose ideas of 
‘relevance’ and determine what is accepted 
as knowledge.' But do we adequately 
differentiate the different ways of knowing 
or articulating knowledge which may exist? 

Dhtorni TVrns m- Knowu-.doi? 

I have already indicated how the 
articulation of knowledge is mediated by 
powurrelatioa* both within the community, 
and between it and outside ’developers’. 
But. information and knowledge produced 
in any community is not all of the same type. 
Knowledge, for example, is more or less 
public, ■official’, codified, agreed, recognised 
as such, and accessible tooutsiders. In much 
of the PRA literature, however, there is a 
general assumption that knowledge is 
undifferentiated, and that given the right 
tools, people's knowledge is both 
recognisable and accessible. As Johan Pottier 
puts it. the implicit message in much PRA 
literature is ‘just ask. iliey know, and they 
are your friends’ [Pottier 19911. hi reality, 
of course, knowledge is not so self-evident. 
The information manipulated through PRA* 
is often of very different kinds, involving 
mixed combinations of fact and value, 
consensus and difference, openness and 
sensitivity, the public and the private. F.vcn 
where we are sure of the questions we may 
not adequately be able to interpret the 
answers. As Fatrhcad points out, explanations 
offered by people may be expressed in 
polile/evasive shorthand idioms, in idioms 
signalling distrust, as ethnic norms ('our 
way’ )or as uncertain cxpiorulory hypotheses 
[Fairhead 19911. It requires detailed know¬ 
ledge of local socio-political contexts tiv 
dintinguish between these different types of 
information, to make correct interpretations 
and so to treat information appropriately. 
Much (be same applies to visual information. 
Exercises of participatory diagramming or 
mapping have a natural appeal to outsiders 
with limited local language competence a* 
a way of getting at otherwise inaccessible 


Economic and Political Weekly March 18, 1995 



fees! ondentandings; hut (bey do $0 by 
assuming, as PottierpuU it, that “environ¬ 
ments exist essentially as physical worlds, 
that is spaces, ‘uncontaminated’ by cultural 
and social mcanings"(1991:9). Reality isncx 
so simple. On a transect diagram, for example, 
a tree appears simply as’ a tree, whereas in 
real life the tree (or its removal) may be a 
symbolic statement about gender relations, 
a statement about land tenure, or a sign of 
esistance to agricultural intervention by the 
state (1991:9). Moreover, which of these 
culturally constructed ‘hidden* meanings is 
relevant, will depend upon to whom you talk. 

We need, moreover, to be cautious in 
assuming that all relevant information is 
equally amenable to representation in PKAs. 
The power, authority and gender dimensions 
of this issue have already been discussed, 
but there are further general points. In any 
community, different areas of social and 
economic life are codified, or rule bound to 
different degrees. As Pierre Bourdieu, 
referring to the Kabylia (Algeria), points 
out. different domains of practice 

are differentiated... according to the degree 
of codification of the principles governing 
them. Bel ween the areas (hat are apparently 
‘freest*... (such as the distribution of 
activities and objects within the interna] 
space of the house) and the areas most 
richly regulated by customary norms and 
upheld by social sanctions (such as the 
great agrarian riles), there lies a whole 
field of practices subjected to traditional 
precepts, customary recommendations, ritual 
prescriptions, functioning us a regulatory 
device which orients practice without 
producing it |Buurdieu 1977: 20-211- 
It may not he unreasonable to suppose that 
the knowledge (informing practice) which 
is most accessible to outsiders is that which 
already exists in a codified form. i c. explicit 
'indigenous theories', explanations, rules, 
and agreed understandings. This is also likely 
be anarca where knowledge (or at least its 
public expression) is associated with 
authority. Other practices are not so easily 
explained, and arc not so fully rationalised 
in theory. They involve what Bourdieu refers 
toasa’semi-lcamcdgrammar’ -ie, sayings, 
proverbs, gnomic poems or spontaneous 
theories (Bourdieu 1977:20). Then there are 
practices which involve an expertise which 
is not codified, but exists as unconscious 
schemes which produce practical fluency in 
a task, or akill in making a judgment. 

For long, models of human cognition 
assumed that all knowledge was mediated 
by language and that language was essential 
'or cognitive thought. However, Maurice 
Bloch reviews a body of psychological 
studies which show that much knowledge 
is fundamentally non-linguistic and non 
language-like (Bloch 1991 (. Certain kinds 
of concepts involve networks of meanings 
which are framed independent of language 
through the experience of. and practice in. 


theextpmalworid(i991:186).Cla»*iflcatoty 
concepts, for example, may involve ‘loose 
aadimplkilpractical-cum-tbeoretjcal pattern 
nelworksofknowledge. based on experience 
of physical instances sometimes called ‘best 
exemplars' (1991:18S). In terms of practical 
actions these may he linked to “scripts" and 
“schemata” which "are, in effect, chunked 
networks of loose procedures and under¬ 
standings which enable us to deal with 
standard and recurring situations, forexampie 
‘getting breakfast ready', that are dearly 
culturally created" (1991:185). Indeed. Bloch 
suggests that the performance of certain 
complex practical tasks, or the making of 
complex judgments, requires that the 
knowledge underlying practices is non- 
linguistic (1991: 187). This is because the 
quantity of information and the speed with 
which it is to he processed requires (hat it 
is stored in instantly recognisable and usable 
‘chunks’ rather than in language-like 
sentence strings. He cites the examples of 
motorway driving and the Malagasy farmer 
making a judgment about whether or not a 
particular bit of forest would make good 
swidden. The expertise involved in both 
situations, hut particularly the latter, involves 
the processing of a phenomenal amount of 
information (e g, on soil, vegetation, 
topography, aspect, etc) in an instant. 
Becoming an expert, Bloch suggests, 
involves the development of a dedicated 
mental apparatus for (he packaging, storing 
and processing of specific chunks of 
information for ham!hng l am!liar situations. 
Such learning is through long practice. 

Much agricultural and other practical 
knowledge addressed through PRA. and 
which involves the simultaneous assessment 
of complex factors such as soil, hydrology, 
topography, and crop interrelations, maybe 
of the same kind. The difficulty is that such 
knowledge may not be codified in a way 
which allows it to be directly represented 
apart front practice, at least not through 
language. While the use of visual imagery 
and mapping may offer advantages here 
over conventional interview methods, there 
may well remain large areas of relevant local 
expertise which are. quite literally, missing 
from the picture. The problem is not that is 
outsiders we have no access to practical 
knowledge - clearly under certain circum¬ 
stances non-linguistic knowledge is' pul into 
words’ - but that we have immediate access 
to only a part of it. or rather we have access 
to practical knowledge in a changed form. 
As Bloch putx it, 

...when our informants honestly say ‘this is 
why we dp such things', or 'this is what ibis 
means', or 'this is how we do s&ch things’. 
instead of being pleased we should he 
suspicious and ask what land of peculiar 
knowledge is this which can take such 
explicit, linguistic form (1991: 19.7-94)7 
.Not only should wc treat 'explicit knowledge' 
cautiously in recognition of (he fact that it 
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is likely to be different from that employed 
in everyday practical activities (1991:194), 
but also because what is special about the 
knowledge may also be a question of whose 
knowledge it is. Once again there is a 
possibility that it is the knowledge or 
expertise of poorer workers or of women 
which is under-represented. 

Cornu ’SION’ 

I have tried to show that some of the 
information arising from PRAs (e g, 
statements of community needs and 
priorities) is likely to he problematic because 
it is produced in a social context where the 
influence of power and authority and gender 
inequal ity are like! y to be great. In particular, 
it is the public nature of the PRA which 
makes the production of local knowledge 
subject to the effect* of ‘officialising 
strategies' and ’muting’. Second. I have 
suggested that information or knowledge 
generated in PRAs is, to a great extent, also 
shaped hy the concerns of ‘outsiders’ and 
their interaction with ’insider’ community 
members. Third. I have suggested that 
knowledge of certain kinds, which is 
embedded in practical expertise, may be 
encoded in ways which anyway make it 
inaccessible to PRA techniques. 

These observations are not intended as 
bald statements of the limitations of PRA, 
but as a challenge for further innovation to 
generate methods which will better serve the 
needs of participatoty planning. In relation 
to the problem of practical knowledge, for 
example, methods are needed which will 
proye able to distinguish different types of 
knowledge. Particularly, in addition U> 
drawing on the sayings, proverb*, etc. 
mentioned alxivc. there is a need to further 
develop non-linguistic and practical modes 
of learning. If certain types of knowledge 
are only learned by observation, and acquired 
hy rehearsal, then outsiders themselves may 
also have to learn through sharing in the 
practice of a community. Certain kind* of 
expertise may only he transmitted when 
field-workers are able themselves to 
develop competence in key everyday 
procedures and reflect on them (Bloch 
1991:194-95). This reflection is important. 
In effect, it may mean 'unpacking' non- 
linguistic expertise and ‘putting it into 
words’. Such an exercise is unlikely to add 
to the practical efficiency of a familiar 
operation. In fact quite tbc reverse* 
However, there may be distinct advantages 
to the change in character which practical 
knowledge undergoes when ‘pot into words’. 
For example. Bloch suggests dial linguistic 
explicitness is associated with, am) allows 
for, innovation (1991:193). Indeed, 
participatory approaches to development 
surely require the transformation of local 
knowledge so that it can be applied an new 
ways to problem solving and nor simply it* 
articulation 


577 


■1 

♦ 


5 

t 

4 

i 

4 

J 


1 

4 


i 

I 

i 


i 

) 


i 


1 





Even supporting that existing bias in PRA 
information can be identified and more 
reliable inform ation generated, a project s uch 
as KRIBP will still not have an adequate 
basis for participatory planning. Ifknowledge 
about livelihoods were equivalent to 
knowledge for action then undoubtedly 
villagers would have solved problems 
through self-help long ago. What is missing 
is an assessment of the limits of local 
knowledge and awareness, and the 
' constraints to existing community systems 
of problem solving. Villager involvement in 
the collection and representation of 
information through PRAs is only the first 
stage in a strategy for participatory planning. 
Local skills often need to be developed in, 
for example, communicating information in 
a form which Ls understandable to outsiders 
with access to development resources, in 
analysing problems and identifying workable 
solutions, and in negotiating between 
different interests within the community [ cf. 
Davis-Case 19891 Translating individual, 
often fragmentary, experiences of adiffkulty 
into the collective awareness of a problem 
with a view to change, and from this the 
formulation of a coherent programme of 
action (some involving collective action) 
often requires new skills, knowledge and 
confidence, and in some cases new 
institutional arrangements (usually implying 
some shift in the local distribution of power). 
In broad terms this means matching PRA 
with techniques of animation, awareness 
raising, iron-formal education or community 
problem solving which have been a central 
partof participatory strategies of social action 
organisations for two decades. In other words, 
having identified and built upon existing 
knowledge. PRA should not ignore the need 
to broaden and deepen this knowledge, to 
build on anddevclop local systems of analysis 
and problem solving, and to develop 
confidence and organisational resources 
necessary for action. Having experienced 
the usefulness as well as the limitations of 
PRA techniques, the KRIBP project Is now 
attempting to put into practice a strategy for 
participatory planning which builds in some 
of these elements. The project has thus 
recently tried to formulate a step-by-step 
guide for participatory planning which 
emphasises the need for preparation for PRA 
activities, thecritical review of PRA outputs 
and the development ofa wide range of tools ' 

, for community-based problem analysis and 
planning.* 

The techniques of PRA have contributed 
significantly to the promotion of participatory 
development. But while they offer new 
opportunities for the articulation of local 
knowledge including perspectives of 
women and other subordinate sections of 
communities, they may also cx pose projects 

•- to new risks by creating public context* and 

anew idiom in which dominant interests can 
gain legitimacy. But perhaps, the greatest 
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danger is the promotion of PRA aa a 'quick* 
methodology of participation, rather than u 
a set of techniques or tools which have to 
be used in the context of project-specific 
strategies for participatory planning. PRA 
has proved an acceptable methodology of 
‘participation' in large and bureaucratic 
Organisations involved in rural development 
Yet its advantages here over other tools of 
participatory development - it* speod, the 
visibility of outputs, its amenability to use 
on a large scale - may also turn out to be 
its greatest weaknesses. 

Notes 

[The observations which inform this paper come 
from field-work and project team discussions in 
western India during August-October 1902.1 am 
particularly indebted to Mona Mehta for her 
insights on the gender aspects of PRA and 
particularly the notion of tbe PRA as a 'formal' 
context, tile acknowledgement tiiould also go 
to P S Sodhi - Project Manager, to T G Ekande, 
Supnya Akergar, Utpal Moitru and Amn Joshi. 
core members of the project team. 1 would also 
like to acknowledge the contribution of the 
project's community organisers who skilfully 
and sensitively responded to the challenges 
presented in the early stages of the project, and 
of my colleague from CDS, Steve Jones. The 
paper arises out of consultancy work financed by 
the ODA, and the writing was made passible by 
an ESRC Fellowship, held under the Global 
Environmental Change Programme. Finally, lam 
grateful to Emma Crewe for a stimulating 
conference paper which prompted further thought 
on the nature of knowledge in development. 
Needless to say, while many of the above have 
contributed to the ideas of the paper. 1 am 
responsible for the particular analysis provided. ] 

1 ODA Project Framework. 

2 Since July 1992, the KRIBP project has 
undertaken a systematic review of its PRA 
activities, and has modified techniques and 
approaches building upon the sorts of lessons 
which this paper highlights. 

3 Having recognised this problem, the KRIBP 
project has taken steps to address the particular 
difficulties involved in PRAs with woniea 
The project brought specialist skills into the 
project team and has attempted to develop a 
more comprehensive strategy for building 
women's perspectives into project planning 
[KRIBP Annual Report 1992 (Draft), Dahodj. 

4 The KRIBP project is trying to give practical 
shape to a number of these ideas. 

3 Of course, in agricultural development the 
boundary bet ween acceptaHeaad unacceptable 
knowledge is constantly shifting. One 
significant shift 'created' the whole area known 
as indigenous technical knowledge'; hut we 
have yet to see areas labelled a* 'folklore', 
'myth'. 'ritual' at ’religion’ admitted. These 
may however, he particularly important forms 
of kaowfedge precisely because they do ant- 
isolate 'technical' knowledge bom rts^oatexi 
in social relations. 

6 'Manual on Participatory Planning’ (Draft), 
Kribhcolndo-BritUhRjdafedFarmiag Project, 
Dahod, Gujarat, July 1993. 
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Value Added Tkx in a Federation 

Commodity lkx Reforms in India 


MN Marty 

This paper discusses various types of VAT and their application in a federal country or a country with governments 
at many levels. In particular, it takes up a detailed examination of a comprehensive VAT covering the full chain of 
business activities from manufacturing to retailing. A case for having a comprehensive VAT at central and state levels 
in India is discussed. It finds that such a tax system supplemented by specific excises and subsidies to deal with the 
problems of equity, environment and social needs is ideal for India. 


I 

Types of Value Added Taxes 

THE value added tax (VAT) is' tax on value 
added by any economic activity (be it at the 
manufacturing, wholesale or retail level) to 
the commodities and services it buys from 
other economic activities. A comprehensive 
form of VAT covers value added at all 
three levels of business activities, viz, 
manufacturing, wholesaling and retailing, 
between production and final use of various 
goods and services. Currently, this form of 
VAT is predominant in the fiscal systems 
of many developed and developing countries. 

There are three broad types of VAT 
depending on the extent of coverage of gross 
value added in the tax base. These are 
consumption VAT, net income VAT and 
gross income VAT. 

The consumption VAT is the tax on the 
final sales to consumers by an integrated 
business finn carrying all the three levels 
of economic activities of manufacturing, 
wholesaling and retailing. As an illustration, 
take a firm which starts with the pnxhiction 
of wheat, goes down the line to produce 
(lour and bread and further down the line 
to engage in the wholesaling and retailing 
of bread. In carrying out the above process, 
the firm adds value to goods and services 
at each successive stage of business in 
comparison to the previous stage by using 
its own men and machines. The final price 
which is the price paid by the consumers for 
bread, covers all the value additions at 
successive stage*. Therefore, it appears that 
the sum of value additions at various stages 
is equal to retail or final sales to consumers. 
This is of course true only in a closed and 
static economy. However, in the case of an 
open economy having imports, the retail 
salesof a commodity exceed the value added 
by domestic production to meet the part of 
domestic demand. It is so because the value 
added in producing imports accrued to the 
home country. In the case of export of a part 
of domestic production of commodity, the 

domestic value added exceeds the retail sales 

since the retail sales do not account for the 
value of exports. The treatment of exports 


and imports under VAT will he discussed 
in detail in some of the following sections. 

The income VAT considers income or net 
value added in the conventional sense as 
base. The aggregate base for this tax is 
consumption plus net investment. The gross 
product V AT takes gross value added in the 
conventional sense as base. The aggregate 
base for this tax is consumption plus gross 
investment. 

There are in all three methods for 
computing tax liability under VAT. They 
are known as credit, subtraction and addition 
methods [Shoup 19901. Under the credit 
method, a business firm keeps a record of 
VAT paid on purchases which are given in 
tbe purchase invoices along with the prices 
of goods and services purchased and takes 
credit for it while computing the net VAT 
liability on sales. For a given period, say a 
year, the firm collects all purchase invoices 
and finds the sum of all value added taxes 
shown on them which will be credited against 
its own gross tax to work out the net tax 
payable. The subtraction method prescribes 
the subtraction of total purchases from the 
sales tncnmputc tbe base for V AT of a firm. 
According to this method, it is the value 
added by the firm in the conventional sense 
which acts as the base for VAT. The addition 
method prescribes (he summing up of the 
factorpaymcnts to arrive at a base for VAT. 

Table 1 describes the compulation of the 
comprcbens ive VAT using the credit method. 
As mentioned earlier, a comprehensive VAT 
captures the total value added between the 
manufacturing and the retailing stages of 
supply of a commodity. Let us consider, as 
an illustration, the computation of VAT 
liability in die process of production and 
supply of bread in the economy. As described 
in Table 1. various business enterprises like 
a farm producing wheat, a mill producing 
flour, a bakery baking bread, wholesaling 
activity and retailing activity are involved. 
Start with a farm which purchase* goods and 
services (which are assumed to be zero for 
the sake of convenience in this example) and 
incure a cost worth of R* 100 on it* men 
and machines (value added) to produce 
wheat. The selling price of wheat is Rs 100. 


Assuming a uniform 10 per cent rale of 
VAT, the tax liability of tbe farm is Rs 10. 
Tbe gross and net tax liability of tbe farm 
is the same in this case because the purchases 
by the farm are zero Next tbe purchase price 
ofwhcatby thcmillisRs 100 while the value 
added by the mill or the cost of men and 
machinery employed to produce flour is 
Rs 75. For the mill, tbe selling price of flour 
and gross tax liability areRs 175 andRs 17.5 
respectively. The mill has a purchase invoice 
of wheat as Rs 100 with a VAT payment 
of Rs 10. Therefore, taking the credit for 
VAT paid on purchases, the mill pays the 
net tax equivalent to Rs 7.5. Now the bakery 
has the purchase invoice of flour forRs 175 
with the accumulated tax liability of Rs 17.5. 
Assume that it makes •, value addition of 
Rs 25 while making bread and sells the 
bread for Rs 200. The gross tax liability of 
the bakery is Rs 20. After taking credit for 
the accumulated V AT on purchases, tbe net 
VAT liability of the bakery is Rs 2.5. 
Similarly, the wholcsakrof bread generate* 
incremental value added equivalent to R* 20. 
thus making his selling price of bread and 
gross and net tax liabilities as Rs 220. 22 
and 2 res pectively. Finally. the retailers make 
a value addition cl R» 10 by selling bread, 
thus making the retail price of bread, gross 
and net tax liabilities as Rs 250. 23 and 1 
respectively. It can be noticed in this example 
that tbe retail sales (Rs 230) are equivalent' 
to sum of value added at various stages. 
Similarly the gross tax liability at tbe retail 
stage is equivalent to the sum of net taxes 
paid at various stages. 

Table 2 describes the computation of tax 
liability using tbe subtraction method. At 
each stage of business. V AT is computed 
at a uniform rate of 10 per cent of vblue 
added at that stage. Again in this example, 
tbe retail sale* are equal to the cum of vain* 
added at various stages. Tbe sam of VAT 
collected at various stages Rs 23 is equal 
to tbe gross tax liability at retail stage 
Rs 230 x 0.10. 

Tbe total tax collected under tbe tax credit 
method and tbe subtraction method is the 

same in the simple example described shove 

However, differences between iteee methods 
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with respect to lax revenue collected arise 
when there is either an exemption of an 
intermediary firm from VAT or when there 
are exports and imports in the economy. 
Suppose firm B. the flour mill, is exempted 
from VAT. Under the tax credit method, 
firm B need not file a tax return and therefore 
the chain of tax credit is broken. There is 
no record of tax (Rs 10) collected on the 
sales of the fanner (firm A) to firm B on 
the purchase invoice of the baker (firm c) 
so that C cannot take credit for that. Thus 
the bakery now pays a net tax equal to Rs 
20 instead of Rs 2.5 which it was paying 
when firm B was not exempted from the 
VAT- Therefore, the cumulative VAT will 
be larger than the VAT at the same rate 
applied to aggregate value added or the 
value of retail sales hy an amount equal to 
Rs 17.5 in the above example. In the ease 
of subtraction method, the exempted firm, 
the flour mill, does not pay the tax on its 
value added. The cumulative VAT will be 
smaller than the tax collected ut the same 
rate on aggregate value added hy an amount 
equal to Rs 7.5. 

With the credit method, ihc tax chain is 
not broken if zero rating is done for an 
intermediary firm instead of its exemption 
from paying VAT. With zero rating, the 
particular firm's gross tax is computed at 
zero rale and taxes paid by other firms in 
the earlier stages of tax chain are refunded. 
In the above example, if the flour mill is zero 
rated, the gross tax on its sales will be zero 
and it gets a refund of Rs 10 paid as VAT 
on farmer's sales to the mill, lire total VAT 
will be the sum of (a) the gross tax on sales 
by bakery Co the wholesaler (Rs 20) and (b) 
net taxes paid by wholesalers and retailers 
(R* 3). Thus the cumulative tax collected in 
this case is same as the total tax collected 
at the same rate on the retail sales or total 
value added. 

In an economy with international trade, 
a choice has to he made between destination 
and origin principles to determine the VAT 
liability of imports anyl exports. Under the 
destination principle, exports arc not taxed 
in the home country and imports are taxed 
in the foreign country while under the origin 
principle the converse happens. The tax credit 
method with destination principle requires 
the zero rating of exports and refunding by 
the treasury of VAT paid in ail the prior 
stages of production of exports to the 
exporter. TTiis can be easily accomplished 
because the exporting firm submits a tax 
return and subtracts from its zero gross tax 
tbc sum of taxes shown on its purchase 
invoice*. Incontraxt, the zero ratisgofexports 
is not possible under addition and subtraction 
methods. In the case of the origin principle, 
exports are taxable as domestic sales and as 
a result, the credit, subtraction and addition 
methods are all suitable for computing the 
VAT liability. 


The tax credit method with destination 
principle requires taxing of full vktua of 
imports by the importing country, because 
no tax credit is allowed for a VAT collected 
by the exporting country. The subtraction 
and addition methods also do not have 
any problems for computing the tax liability 
of imports. Under the origin principle, only 
value added after importation has to be 
taxed. 

II 

VAT in a Federation 

In a federa I country, there are governments 
at different levels with constitutionally 
assigned fiscal responsibilities. The fiscal 
responsibilities are normally shared by three 
levels of government, viz, central, slate 
and local governments. Governments at all 
three levels, may levy taxes on commodities 
and services so that a tax reform leading 
to an introduction of VAT by the 
government ut one level can have fiscal 
consequences for the governments at other 
levels also. Tlierefore. a tax reform requiring 
the introduction of a VAT in a federation 
should have the following objectives: 

(a ) the tax reform should he revenue neutral 
between the governments. In other words, 
it should not cause gain in revenue to 
government at one level at the cost of 
governments at other levels. 

(b) the tax base should be uniform across 
the nation. 

(c) the lower level governments like the 
provincial and local authorities should have 
the autonomy to set the tax rales to reflect 


' thair own aoci al and acooomic prioridexah 
fiscal needs. • 

(d) the central and provincial taxes shouk 
be such that the mter-j ariadictional horde 
controls and adjustments are minimum. 

(e) the tax should he neutral to location c 
economic activities. 

(f) the tax should be relatively simple h 
administer and to achieve completi 
compliance. 

(g) taxes on the international flows of good 
should be based on uniform rules across th 
nation. 

(h) inter-governmental tax co-ordination hai 
to be secured such that un-economical o 
inefficient tax competition among differer 
jurisdictions or states is minimised. 
Poddar (1990) also considers some of th< 
shove stated objectives as ideal and provide, 
the following four options for the introductio 
of a VAT in a federal country: 

(1) a nations! VAT with inter-govemmenta 
revenue sharing arrangements. 

(2) origin based VAT 

(3) destination based VAT 

(4) a joint federa] and state VAT 

The national lax with revenue sharim 
arrangements requires that a VAT to b 
imposed at uniform rate across the nation 
and the revenue collected from the tax i. 
shared by governments at different level, 
on the basis of a commonly agreed formula 
The sharing of revenue from this ta: 
depends upon the negotiations betweer 
central and state governments. The revenut 
allocation agreed upon by the states take, 
into account fiscal need and capacity o 
individual states, as well as their share ir 


Tabus I 

: Tax Credo Method 

- An Illustrative Example 

(*s 


Goods and 

VAT ai 

Total Billing 


Services 

10 Per Cent 


(A) Faun 




(a) Purchases 

0 

0 

0 

(b) Value added 

100 



(c) Sales 

100 

10 

no 

(d) Net VAT 


10 


(B) Flour mill 




(a) Purchases 

100 

10 

110 

(b ) Value added 

75 



(c) Sales 

175 

17.5 

192.5 

(d) Net VAT 


7.5 


(C) Bakery 




(a) Purchases 

175 

17.5 

1925 

(b) Value added 

25 



(c) Sales 

200 

20 

220 

(d) Net VAT 
(D) Wholesaler 


2.5 


(a) Purchases 

(b) Value added 

9 

20 

220 

(c) Sales 

220 

22 

242 

(d) Net VAT 


2 


(E) Retailers • 




(a) Purchases 

220 

22 

242 

(b) Value added 

10 



* (c) Sales 

230 

23 

2S3 

' (d) Net VAT 


1 
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national output and consumption. This tax 
is May to administer arvd also simple to 
comply with. Itdoe* not require any apecial 
arrangement* for calculating tax liability 
from inter-state movement of goods. The 
main limitation of this approach is the lack 
of fiscal autonomy to states. 

The origin based VAT requires that a 
given state imposes taxes on sales of busi¬ 
ness firms residing in the state irrespective 
of whether the sales are meant for those 
tenons residing in the state or persons stay¬ 
ing outside the state. A tax credit method 
is used to allow an input tax credit for any 
taxes paid on the purchases by the firms, 
including those collected by exporting states 
on interstate purchases. 

Under destination based taxes, the tax 
revenue from the supply of a product o' 
service is calculated at a rate applicable to 
the state where final consumption occurs. 
With the tax credit method, the tax burden 
on the consumers depends upon the tax rate 
applicable at final retail sales and it docs not 
depend upon the varying rates of taxes 
imposed during intermediate stages of 
business. Therefore, with this method, 
interstate variation in tax rates will not affect 
location of production and interstate pattern 
of trade. 

The joint national-slate VAT has two 
components: a federal tax imposed at a 
uniform rate across the nation and a state 
tax with variable rates across the stales. 
Each business firm is required to compute 
federal and state taxes on each sale. The 
state taxes are those of the stales to which 
the goods are shipped by the firm. The firm 
has to report its output tax payable to the 
federal and state governments separately 
at the end of each VAT payment period. 
In a similar manner, it has to segregate its 
input taxes for each government. The 
firm’s VAT liability for the period would 
he the sum of all output taxes minus the 
sum of all input taxes, which it remits to 
acentral tax collecting authority. Theoutput 
and input taxes reported by the firm would 
he credited and debited to the accounts of 
appropriate governments by the tax 
collecting agency. 

Ill 

Experience of VAT in Some 
Federal Countries 

Countries like Brazil. Canada. Germany 
and Mexico are among some of the 
federations currently having VAT. Gillis et 
al (1990) and Burgess and Stern (1992) 
provide a review of VAT experiences of 
these countries. 

Brazil introduced VAT in the year 1967, 
federal tax replacing wholesale tax and the 
state VAT replacing the state turnover tax. 
The tax base for the federal V AT is industrial 
production. Agriculture, minerals and 


services are excluded from the tax. The tax 
base for state VAT includes all goods with 
the exception of some industrial products, 
imports, agricultural inputs, food products 
and services. State VAT is administered by 
a council of states. 

Mexico has been having a VAT since 
1980. In that year. VAT has replaced 30 
federal excise taxes and 400 municipal and 
state taxes. The tax base covers business 
connected with sale of goods and services, 
the granting of temporary use of property 
and importing of goods and services. Zero 
rating is applied to agricultural products and 
machinery, medicines and exports. The 
exempted goods snd services are bousing 
construction and rentals, passenger transport, 
education, medical services and public 
administration. Mexico has uniform VAT 
rates and bases across the states and it follows 
the destination principle. The tax may be 
regarded as a unified national VAT with 
revenue sharing. 

Germany introduced VAT in 1968. All 
taxable transactions taking place within 
the boundaries of Germany are subjected 
to VAT. The destination principle is used 
to tax inter-state and international flows of 
goods and services. The VAT-exempted 
goods and services are financial and 
insurance activities, real estate transactions 
and services of physicians and dentists. A 
reduced rate of VAT applies to certain 
foodstuffs, raw materials, book* and 
cultural activities. 

Canada has had a relatively little 
experience with VAT since it was intro¬ 
duced only recently. Originally, a national 
VAT with a single base for all the stales 
with each stale having an option of charging 
an additional rale was mooted as a part of 
tax reform. In 1991, only federal VAT was 
introduced which applies to all supplies of 
goods and services unless they are zero 
rated or exempt. Transportation services, 
financial services, certain medical 
categories and agricultural and fishing 
supplies are zero rated. The exempted 
goods and services are health, educational 
and legal aid xervices, financial services, 
real property and transportation tolls. In 
1992, only Quebec state had opted for 
provincial VAT. 

IV 

Pre-Reform Structure of 
Commodity Taxation 

India is a federation with governments 
at different levels: central, state and local 
authorities. The Indian Constitution has 
clearly demarcated the functions of central 
and state governments. The functions of 
governments are classified under three 
groups: centre list, state list and concurrent 
list. The centre list consists of defence, 
national indastries and mines, foreign 


affaire, banking and currency, inter-state 
commerce, national highway*, railways, 
airways, telecommunications and water¬ 
way e. The state list coven health, education, 
agriculture, irrigation, roads, snd law and 
justice. Labour relations, education and ’• 
criminal law fall under concurrent list. 
Accordingly, the Indian Constitution 
makes revenue and expenditure assign- j 
menu to governments at different levels 
to carry on the constitutionally entrusted ' 
functions. | 

The revenue instruments of centre are , 
excises, customs, income tax and taxes on \ 
capital gain*. The sources of revenue for I 
state governments are sales taxes, excite j 
duty on alcohol, tax on profession and I 
trades, taxes on land and buildings, entry j 
tax on goods entering the state, taxes on 
vehicles, taxes on entertainment, 
agricultural income tax and sump duty. i 
Commodity taxes are the main sources of 
income for both centre and state*. They < 
constitute around 80 per cent of tax revenue 
for centre and 95 per cent of tax revenue 
for states. Customs and excise duties 
respectively constitute 47 and 34 per cent 
of tax revenue of the centre while sale* j 
taxes and state excises respectively 
constitute 58 and 15 per cent of state tax 
revenue. There is a mismatch between 
constitutionally assigned revenue collecting 
powers and expenditure responsibilities of 
different levels of government in India. 
While the centre is favourably entrusted 
with more revenue raising powers than ' 
required to meet its expenditure needs, 
stales and local self governments are left j 
with revenue raising power* much short * 


TABiE2:S"er*AmoN Method- 
AnIuusthatioh 


Ob) 


(A) Farm 

(a) Sales 

100 

(b) Purchases 

0 

(c) Value added 

100 

(d) l ax 

10 

(B) Flour toil 

(a) Sales 

175 

(b) Purchases 

100 

(c) Value added 

75 

(d) Tax 

7.5 

(C) Bakery 

(s) Sales 

200 

(h) Purchases 

175 

(c) Value added 

25 

(d) Tax 

15 

(D) Wholesalers 

(a) Sales 

220 

(h) Purchaser 

200 

(c) Value added 

20 

<d> Tax 

2 

(Et Retailors 

(a) Sales 

230 

(b) Purchase* 

220 

(c) Value added 

to 

(d) Tax 
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of their expenditure need*. The above 
observed discrimination between centre 
and lower levels of government may be 
justifiable on certain grounds. It is 
convenient to levy certain types of taxes 
by the centre and redistribute the revenue 
proceeds to states rather than states 
collecting those taxes. There are some less 
developed states with little tax potential so 
that their expenditure needs cannot be met 
by local taxation even with all die instruments 
of taxes at their disposal. Therefore, the 
balanced regional development of the Indian 
economy requires that more developed 
states have to contribute to the development 
of less developed states which can be done 
only if centre has more powers to tax and 
redistribute in favour of backward states. 
The Indian Constitution has taken care of 
this problem by entrusting more revenue¬ 
raising powers to centre and creating an 
institution called Finance Commission to 
facilitate transfer of resources from centre 
to states. 

Introduction of tax reforms in India has 
to take cognisance of its implications for 
centre-state financial relations. In the Indian 
federation, the fiscal system which docs not 
co-oidinate the fiscal decisions of different 
levels of government contributes to many 
inefficiencies some of which are given as 
follows: 

(a) There can be a conflict between the 
fiscal objectives of centre and state 
governments. 

(b) There is an overlap between the tax 
bases of central excise duties and state sales 
taxes which can lead to cascading. Given the 
common tax base, changes in the central 
excise duties may affect the state’s revenue 
and tax rate* vice versa [Murty and Ray 
. 1990J. In other .words, unilateral decisions 
by central and state governments about 
commodity taxes may generate reciprocal 
externalities in terms of effects on the re venue 
of each government. 

(c) Widespread taxation of inputs by both 
centre and states without giving credit to 
taxes levied by centre while fixing taxes by 
the states and vice versa leads to cascading 
and rising commodity prices. 

(d) Autonomy of state governments to fix 
tax rates may provide incentives to their 
strategic behaviour. State governments may 
compote by reducing their relative tax rates 
so that each one of them can attract business 
and investment at the cost of the others. This 
type of strategic behaviour by states which 
is known as fiscal competition, may 
contribute to lowerratcs of provincial taxes 
and revenues and less than optimal provision 
of public services (Mintz and TuDcens 1986 
and Murty 1992a and b). 

i f:- (e) Both central and state taxes are marred 
* v by the complexity of rates and bases which 
*, hi* contributed to significant difficulties in 
administration and to tax evasion. 


(f) In comprehensive tax hjue for the 
taxation of domestic good* and services 
ha* lead to reliance on trade taxes a* an 
important source of revenue to central 
government. 

Take for instance, the reforms of trade 
taxes suggested by Chellaiah Committee 
Report (1991, 1992). The suggested 
reform was to reduce the average rate of 
import tariff to 25 per cent level by the year 
1998-99. If such a reform has to be revenue 
neutral, it has to be accompanied by revenue 
augmenting reforms in domestic taxation. 
In federal India, switching over from trade 
taxes to domestic taxes, though it is 
welcome, can create problems for sharing 
the tax revenue for governments at di fferent 
levels. The centre and state financial 
relations are such that the revenue collected 
by the centre from domestic taxes on 
personal income and excise duties on goods 
and services has to be shared by centre and 
states while the revenue from trade taxes 
entirely accrues to the centre. According 
to the recommendations of Ninth Finance 
Commission. 45 per cent of revenue from 
excite duties and 85 per cent of revenue 
from personal income taxes have to be 
distributed among the states. For instance, 
a fall in revenue by Rs 100 from customs 
duties causes a loss of revenue of the same 
amount to centre while a compensatory 
increase in revenue by Rs 100 through 
either excise duties or income tax will 
bring less than Rs 100gaintocentre(Rs 55 
in the case of excise duties and Rs 15 in 
the case of income taxes). • 

Consider as an illustration, the case of 
additional resource mobilisation in the 
central and railway budgets for the year 
1992-93 in the context of tax reforms 
leading to major reductions in the rates of 
customs duties. The reductions in the rates 
of customs duties contribute a loss of 
Rs 20.230 million to the centre which is 
more than compensated by the increase in 
revenue from domestic taxes. The increase 
in revenue from excise duties, income lax 


and corporate tax are respectively 
R* 22,110, 5,700 and 325 million. 
However, after facilitating the sharing of 
central tax revenue by centre and states as 
per the recommendation* of Ninth Finance 
Commission, centre incurs a loss of revenue 
amounting to Rs 5,270 million while the 
revenue gain to the state* is Rs 15,000million. 
The 1992-93 railway budget aimed at a 
revenue gain of Rs 13,660 million over the 
previous year and after taking into account 
this amount, the net additional resource 
mobilisation for centre amounted to 
Rs 8,490 million. This meagre amount of 
additional resource mobilisation by the 
centre may not be sufficient for its additional 
expenditure needs resulting in a deficit in 
the revenue account The estimated revenue 
account deficit of centre for 1992-93 forma 
2 per cent of GDP. The persistent revenue 
account deficits will make the centre a net 
borrower resulting in the rising fiscal 
deficits over time. 

The Tax Reforms Committee (Interim 
Report 1991 and Final Report 1992) had 
recommended a full-fledged value added 
tax system at the central level covering 
almost all commodities and services with 
the exception of raw produce of agricul¬ 
ture. The Committee recommends the 
following commodity tax reforms to 
facilitate a smooth change to VAT at the 
centre: 

(1) Make tax base comprehensive by 
giving limited exemptions and bringing 
more commodities under the lax net. Most 
of the commodities manufactured by 
decentralised and small-scale sector can 
also be brought under the tax net. Extend 
the taxation to service sector. Moderate 
taxes can be levied on advertising services, 
services of stock brokers, services of 
insurance of automobiles, residential 
property, personal effect and jewellery and 
residential telephone services. 

(2) Replace spcci ftc taxes by ad valorem 
duties. With ad valorem duties, there can 
be an enhanced elasticity of revenue with 


Tabus 3: Adwtionai. Resource Mobiusation intheCentrai aj© Railway Budoets k* 1992-93 

I Rs million) 



Centre’s 

Share 

Stales 

Share 

Total 

(I) Taxes 

-5170 

15000 

9830 

(a) Direct taxes 

3600 

4350 

7950 

6) Corporal ion taxes 

3250 

- 

3250 

(ii) Income lax 

1350 

4350 

5700 

(iii) Expenditure lax 

-1000 

- 

-1000 

(b) Indirect tax 

-8770 

10650 

1880 

(i) Customs duties 

* -20230 

- 

-20230 

(ii) Excise duties 

11460 

10650 

22110 

(II) Past and teieoomm uni cations tariffs, 
railway fares and freight rates 

13660 

_ 

13660 

(a) Railways 

13660 

- 

13660 

(b) Post and tefecommuakatiofu 

0 


0 

(III) Total (I+1I) 

8490 

15000 

23490 


Source: Economic Survey: 1992-93. Government of India. 
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ofrcveoire on account of increase in prices. 

(3) Reduce the multiplicity of riot rate* to 
two or three rate*, 

(4) Give credit to tsxcs on inter-regional 
trade auch as central salea tax and 
consignment tax when provincial taxes auch 
as aales taxes are levied by the importing 
state. Also, credit the revenue collected 
through taxes on inter-regional trade to a 
central pool such that this pool is shared by 
centre and states on the basis of an agreed 
formula. 

In many important earlier studies on 
commodity tax reforms in India, due recog¬ 
nition is not given to the federal structure 
of taxation peculiar to India. In two important 
recent analytical studies, optimal commodity 
taxes are computed with the assumption that 
there exists only one centre of authority or 
unitary form of government (Ahmad and 
Stem 1984; Murty and Ray 1989]. Even in 
thecommodity tax reforms suggested by the 
JhaCommittee Report, 1978 and theCcllaiah 
Committee Report. 1992, reforms in central 
excise duties are suggested without 
considering in a detailed way the required 
accompanying reforms in sales taxes levied 
l>y states. The Jha Committee Report 
recommends a central VAT up to the 
manufacturing stage plus a retail sales tax 
in the stales. The Chellaiah Committee 
recommends V AT up to the wholesale stage 
hut believes in the states levying and retaining 
the revenue from that tax. 

V 

Comprehensive VAT: An Ideal 
Structure of Commodity Taxation 

The ultimate aim of commodity tax reforms 
in India should be a comprehensive VAT 
levering value added by all business 
enterprises from the manufacturing to the 
retailing activities. The tax should have 
consumption base and follow the tax credit 
method to compute the net tax liability of 
.1 business firm. The lax liahilitv of 
international and inter-state flows has to be 
.jlculated using the destination principle. 

Table I describes the operation of a 
•omprehensive VAT with the unitary form 
>f government. However, considering that 
t can be ideal to have a central VAT and 
i state VAT in India, the following two 
ilicmative tax regimes can be considered: 
a) a national VAT and parallel stole VAT 
m the same base and (h) a national VAT 
ip to the manufacturing stage and a state 
/AT at the wholesale and retailing stages. 
In the case of a national VAT and a 
‘mallei state VAT on thr same base , the 
tatc and central V AT rates can be different. 
following Ibe procedure described in 
a Me (.firms would have to calculate their 
ct (axes pay aMe to centre given the central 
■x rate and in a similar fashion they would 


have to calculate the oe( taxes payable to 
the state given the state's tax rate. The tax 
liability of international flows would have 
to be computed using the destination 
principle. Even in the case of inter-state 
flows, destination principle has to be followed 
with zero rating of exports from the given 
state. Full value added by imports arc taxed 
by the importing state at the rate applicable 
to it and the tax collected is credited to the 
exporting state. Alternatively, the exporting 
state could collect the tax from the exporter 
on the value added up to the exporting 
stage at the rate applicable to the importing 
slate. Also, the importing state collects the 
tax from the importer and the retailer on 
thcirrcspcctive incremental value added at 
each stage and credits the tax collected to 
the exporting state. Since each stale can 
both be an exporter and an importer, net 
tax liability to the other state can be 
computed after taking into account all the 
trade flows. Therefore, each state has to 
maintain a tax clearing department for inter¬ 
state trade. With this method, exporting 
state gets credit for taxes paid on the value 
added in the importing state also. 

Alternatively, while considering the inter¬ 
state trade, a method can be adopted in 
which each state can tax value added in its 
territory. In this case, exporting state will 
collect the tax on value added up toexporting 
or manufacturing stage which forms part of 
its revenue. The tax can be collected either 
at the home rate or the rate applicable to the 
importing state. The tax on additional value 
aikled at the stages of importing and retailing 
is collected by the importing state at its own 
rale and kept it as its revenue. In this ease, 
there is no need for tax clearance mechanism 
in each slate. In case, the exporting slate is 
allowed to collect the tax on the value added 
up to the manufacturing or exporting stage 
at the rate fixed by u (as is normally the case 
with the origin principle), there can arise a 
price discrimination between imports and 
the home-produced goods tn the importing 
state. This may lead to inter-state fiscal 
competition with each state reducing its lax 
rate to increase the exports to the olherstatc. 
Alternative, the exporting state can apply 


zero raring for its export* and the importing 
state collect* the tax on the total value added 
up to the retailing stage. However, the 
importing state keeps the tax on incremental 
value added during the importing and 
retailing stages and credits the rest of the 
tax to the exporting state. 

One approach which may be more relevant 
for the Indian case is the sharing of tax base 
by the centre and stales. In this method, 
value added up to the manufacturing stage 
can be the base for the central VAT while 
the value added up to the retail stage or total 
value added is the base for the state VAT. 
In this method, credit can be given to the 
central VAT when the state VAT is Fixed 
at the wholesale or retail stage. In the case 
of the ex ample described inTablel.ifccntre 
and a particular state have 10 and S per cent 
VAT respectively, centre collects R* 20 ax 
tax on the value added of Rs 200 up to the 
manufacturing level. The wholesaler 
purchases goods worth of Rs 200 from the 
manufacturer and makes a value addition of 
Rs 20, thus making his total sales equal to 
Rs 220. He computes the gross lax at the 
rate of 15 per cent (central rate of tax of 10 
per cent plus state's tax rate of 5 per cent) 
which becomes Rs 33. He gets credit for 
Rs 20 paid to the centre as central tax and 
therefore he pays net tax of Ks 13 to the 
state. The retailer makes purchases worth 
of Rs 220 and makes a value addition of 
Rs 10. thus making sales werth of Rs 230. 
His gross tax liability at the rate ofl5 per 
cent of sales or total value added is Rs 34.5. 
Also, the retailer gets credit for the central 
tax of Ks 20 and the state tax of Rs 13 paid 
by the wholesaler. Therefore. bt« net tax 
liability to the state is Rs 1.5. Thus with 
this method, as described in the example 
given in Table 4. the centre collects Rs 20 
as tax while the slate collects tax worth, of 
Rs 14.5 on the retail sales worth of Rs 230. 

The advantage of this method is that only 
taxes at wholesale and retail stages arc 
relevant for the inter-slate trade flows since 
there are no state taxes up to the 
manufacturing stage. With the destination 
principle, there is no need for zero rating 
of exports by the exporting state. If the 


Tasi f 4: Comistation of State VAT Use* > B ase Shasbw Method 

(list 


Activity 

Goods and Services 

VAT 

Total Bill tags 

(1) Manufacturer sales 

200 

20 

200 

(2) Wholesaler 




(a) Purchases 

200 



(h) Value added 

20 



(c) Sales 

220 

33 


(d) Net VAT 


13 


(3) Retailer. 




(a) Purchases 

220 



(b) Value added 

10 



(c) Sales 

230 

>4.5 


(d) Not VAT 


1.3 
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wholesaler is an importer also, taxes 
collected by the importing state from the 
importer and the retailer have to be credited 
to the exporting state. Alternatively, if the 
importing state has the right to retain the 
taxes collected on incremental value 
added to imports in its own territory, it can 
deduct this amount of tax from the gross 
tax collected on imports and credit the 
balance to theexporting state. In the above 
example, out of gross state tax of Rs 14.5 
collected on imports, it can retain Rs 1.5 
(5 per cent of incremental value added by 
the importer and the retailers) and the 
balance of Rs 13 can be credited to the 
exporting state. 

VI 

Problems of Implementing a 
Comprehensive VAT 

Implementation of a comprehensive VAT 
with one or two rates for-centre and states 
in India, though desirable from the practical 
point of view, can have problems from a 
developing country’s perspective. Many 
writers including Musgrave (1987) and 
Deaton (1987) have suggested uniform 
commodity taxation in the developing 
countries. Musgrave (1987) has suggested 
a general consumption tax assessed on a 
broad base and at a uniform rate. In his 
word*: 

In industrialised countries such a tax may 
be imposed as either a retail sales tax on 
consumption or a value added tax of the 
consumption type, that is. a value added tax 
that exempts capital goods from the base. 
Where both the options are available the 
choice between them is a matter of 
administrative convenience. The identical 
base is covered and the burden of distribution 
will he the same. In developing countries, 
however, the retail option is typically not 
available.because retail cstablishmcntstend 
to be small, informal and unstable. Thus 
sales cannot be determined readily, and 
enforcement at the retail level is difficult. 
The trend, therefore, has been towards a 
value added approach. 

Such a tax cannot tackle the problem of 
equity, which is an important problem in 
the developing countries. Murty and Nayak 
(1994a and b) have shown that there are 
significant welfare losses associated with 
uniform commodity taxes in India. 
Musgrave has prescribed the following 
alternative subsidy/tax arrangements to 
supplement a broad-based uniform tax. 

(a) a lower relief from a general consumpr 
tion tax via income credit. 

(b}to com bine abigberraicof consumption 
tax with the exclusion of certain consumption 
items that draw a large share of low income 
budgets, and 

(c) to supplement the broad-based c on- 
tom pt ton tax with asetof advaJoremcteite* 


imposed on items thatweigh heavily on high 
income group*. 

Musgrave's prescription (a) may not be 
suitable to India where a large part of the 
.population is not covered by income tax. In 
India the income tax base is not 
comprehensive and the major part of the 
population does not pay income tax. 
Therefore options (c) and (d) of Musgrave 
are more suitable for India. 

The necessity for having environmental 
pollution taxes on pollution-intensive 
commodities and specific taxes on social 
bads like tobacco and alcohol is another 
limitation in having a uniform value added 
tax. Take for example, taxes on electricity. 
In the case of a uniform VATsystem, a VAT 
levied on electricity say at 10 per cent does 
not distinguish between the hydro and 
thermal power. However, from the point of 
view of environmental protection, different 
rates of taxes have to be levied on thermal 
power and hydro power. If there has to be 
a pollution lax on coal, VAT should be 
higher on coal than on hydro power. 

VII 

Conclusion 

A comprehensive VAT with consumption 
base covering the full chain of business 
activities from manufacturing to retailing is 
identical to a tax on retail sales. Given a 
choice between a VAT and a tax on retail 
sales, a developing country has to opt for 
VAT, because retail sales departments are 
small, unstable and informal in those 
countries. 

A comprehensive VAT with the consump¬ 
tion base, the tax credit method, and the 
destination principle to determine VAT on 
international and inter-state trade flows can 
form an ideal commodity tax structure for 
India. 

In a federal country like India, it may be 
ideal to have state and central VATs 
substituting the current state and central 
taxes on goods and services respectively. 
There can be two types of tax regimes with 
the state and central VATs: (a) the parallel 
state and central VATs on the same base 
covering business from manufacturing to 
retailing stage and (b) the central VAT up 
to the manufacturing stage and the state 
VAT at wholesaling and retailing stages. 
Tax regime (b) may be ideal for India. 

A VAT with one or two rates has to be 
supplemented by the special excises and 
suhsidiex tndeal with the problem of equity, 
environment and social bads life tobacco 
and alcohol. 

(This paper forms part of work for a research 
project oa 'Fiscal I astrumeots for Water PuUutioa 
Abatement ui India’ funded by IDRC. Canada. 

I am grateful to Sushams Murty for carefully 
going through aa earlier draft of this paper and 
providiag some suggestions for itnprovemeat.) 
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DISCUSSION 


Vedic Mathematics 

jMhblud Patel 


THIS 1* Id support of S O Dani’s appeal 
(EPW, July 31,1993): “It is high time that 
the saner element* joined hand* to educate 
people... le*tthe intellectual and education*] 
life in the country get vitiated...” Around 
1976, the book Vedic Mathematics by 
Jagadguru Swami Shri Bharti Kriihna 
Tirthaji Maharaj wa* referred to me. I 
refuted to comment on it at that date 
becauae I did not know then nor know now 
a tingle word of Sanskrit. Even then. I waa 
surprised to read the content*. It con*i*ted 
of the various trick* to do arithmetic simply. 
No doubt, to discover an original or a new 
method in arithmetic or for that matter in 
any other field is a sure sign of a genius 
and the jagadguru wa* perhaps one such 
genius. I do not want to dispute this fact. 
Wbat I felt then was this: to call hi* work 
mathematics, as the word is understood in 
the modern worid. was certainly and highly 
problematic. Further, that the woric was 
contained in the Vedas was beyond 
verification for me because 1 had not read 
them. However. I was fairly familiar with 
the work: History of Hindu Mathematics - 
A Source Book. Part* 1 and II by 
Bibhutibhuaban Datta and Avadhesb 
Narayan Singh (1935. 1938). This is the 
best and the most reliable scholarly work 
on Hindu mathematic*. The first part is 
devoted to Hindu Arithmetic and the second 
part deals with Hindu Algebra and a few 
allied topic*. I did not find in this great 
work any reference to what the jagadguru 
had written about in hi* book. This did 
cast some doubt in my mind but 1 was not 
Bibhutibhushan Datta. a remarkably great 
scholar of Sanskrit and mathematics, 
whose student Dhar (Krishnamurty 
Foundation, Rajghat) said to me in Benaras 
that he became a sanyasi in his later life, 
to dispute the jagadguru'* claims. I am 
happy that Dani ha* exposed the worth of 
the jagadguru'* book in hi* article. 

The most painful question that remains 
unanswered is: why a very learned man 
like the jagadguru stooped so low as to 
practice this deceit of forging a copy of a 
Veda and hoodwink hi* countrymen? 
The Sbankrachary as do play their brand of 
dirty politic* to promote their proteges 
('chela*’) to the temple-thrones (‘gadis’), 
but where was the need to temper with the 
Vedas and tinker with the history of Hindu 
mathematics? 


Was he not aware of the fact that the 
most of Hindu mathematics is not Vedic? 
Thefollowing list of Hindu mathematicians 
proves the fart beyond doubt (1) Aryabhata I 
(499 AD). (2) Varabamihir (505), 
(3) Bbaskara I (522), (4) Siddhascn Oani 
(550). (5) Lalla (598), (6) Brahmagupta 
(628), (7) Sridhara (750), (8) Mabavira 
(850). (9) Prathudakasvami (860), 
(10) Manjula (932). (11) Aryabhata D (950), 
(12) Bhattopala (966), (13) Sripati (1039), 
(14) Bhaskara U (1150), (15) Mallikarjona 
(1175),(16) Amaraja(1250),(17)SimhahTaka 
(1275), (18) Naray ana (1350), (19) Mteki- 
bhata (1377). (20) Oangadhara (1420). 
(21) Parmeshwar (1430), (22) Laxmidas 
(1500), (23) Nilkantha (1500), (24) Jnanraja 
(1503). (25) Suryadts (1538). (26) Oanesa 
(1545). (27) Krsna (1580), (28) Ranganatha 
(1602), (29) Munisvars (1608), (30)Nrsimha 
(1621).(31)Ramkr*na(1648),(32)Kamalakara 
(1658) and (33) Pathumana Somayaji (1733). 
The jagadguru could, have added his name 
to this list with lustre by writing the book 
under bis own name instead of taking a 
totally wrong, devious, unethical, deceitful 
path. 

This list is by no means exhaustive. Some 
mathematicians in the list were originators: 
others were commentators and writers of 
mathematical treatises. The date* in 
parentheses re present either the birth-d steer 
the date of the manuscript. A great deal of 
work needs to be done in all the fields of 
Indology. and. if the present-day Hindus or 
Indians take to the art of forgery of the 
existing or unearthed manuscripts then the 
task of writing the correct history of this 
country would be next to impossible. 

I will now touch upon a few aspects of 
Hindu mathematics. First, some very impor¬ 
tant milestone* of Hindu mathematic*: 

(1) Hindus knew Pythagoras (5697-500? 
BC) theorem in 800 BC. 

(2) Even if the credit for the invention of 
zero and the place value system is given to 
American Red Indian*, even then the 
inventjon of 10 symbol * 0 to 9 and the place 
value system associated with these 10 
symbols are Hindu and are in Bharat. This 
way practically most of arithmetic wa* 
developed in India. And this type of 
arithmetic is in vogue in the world - whatever 
may be the refinement*. 

(3) Most of the elementary algebra or 
high school algebra in the world is of 


Hindu origin. In fact, Indians made 
remarkable contributions to the solution of 
linear, quadratic, indeterminate, equation* 
associated with rational triangle* and 
quadrilateral*, and with multiple equation*. 

(4) Even if the origin of trigonometry i* 
ascribed to Cheeks, the factremain* that the 
words 'sine' and ‘cosine’ are derived from 
the Sanskrit word ’jiva’. The Indian table* 
of sine* and cosines were superior to those 
of Europe right up to the time of Sawsi Jai 
Singh (died 1743) of Jaipur. 

Most of this research is not Vedic. Do 
Hindus want to push them back to the 
Vedas? If not. what sense is there in 
teaching Vedic mathematics. We need to 
preserve these manuscripts honestly and 
truthfully in order to keep the history of 
mathematics in tact. Also. Hindus should 
ask themselves one simple question: why 
they failed to build modem mathematics 
when they were in the lead. The answer 
is. they failed to recognise the imaginary 
roots of the quadratic equation*. That it. 
they could not devise the symbol ‘i’ for 
the imaginary number equal to the square 
root of minus one. For this reason, they 
could not achieve much in the solution rtf 
cubic and biquadratic equations. The 
question of solvability of quintic in the 
manner of quadratic and iu insolvability 
did not arise because these problem* were 
far beyond their reach. The symbol 'i' 
revolutionised trigonometry alto. In short. 
'i‘ sets apart more or let* the European 
mathematic* from the ancient and medieval 
mathematics of Hindus. With modern 
mathematical analysis Europeans built up 
a mathematical edifice as high as a tall 
skyscraper. Obviously, the base of the 
skyscraper i* underground and is invisible 
whereas the higher stories are seen 
everywhere. If Indians are disappointed by 
the invisibility of their achievement*, the 
best course open for them is to build a 
skyscraper taller than tbc European and 
American one* by adding a fewmore stories 
to tbeir*. But this task is not going to be 
easy nor can it be done by going back to 
Veda*. The only hope is in the future course 
of history. Tbc lesson* from history point 
out that what was thought to be impossible 
at ooe time become* possible at same future 
time. And, this realisation should spur os 
to rare devotion and dedication to 
mathematics and not to the Vedas. After 
all, truth, knowledge and virtues are a 
monopoly of no nation or an individual. 
They belong to those who singte-oundedly 
dedicate and devote themselves to noble 
endeavours 
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Ideology as Contagion 

Madhava Fraud 


ARVIND RAJAGOPAL’S clarification 
letter (EPW. August 13, 1994) regarding 
hi* analysis of an advertisement in an earlier 
article (‘Ram Janmabhoomi, Consumer 
Identity and Image-Based Politics', EPW, 
July2,1994: pp 1659-68) only exacerbates 
the methodological problems instead of 
doing anything to rectify them. 

There are many problems with the essay, 
not all of which are germane to what seems 
to me to be the main methodological issue. 
? or instance, the definition of communal ism 
keeps shifting throughout the essay and the 
moat objectionable version equates the rise 
of cotnmunalism with “the expression of 
relatively new. vernacular elites vying for 
power against older, more often English- 
educated elites, although the last few years 
have seen a blurring of this distinction, with 
more and more educated professionals 
espousing communal views” (p 1660). This 
does not tally with an identification of caste, 
elsewhere in the article, as the axis of division 
of the polity. It alsoenshrines as a sociologi¬ 
cal truth an Anglophone-prone prejudice 
according to which the Anglophone Hindu 
is the degree zero of caste identity. Secondly, 
Rajagopal's caution about the functionalist 
temptation* of an ‘economists' approach is 
ritualistic rather than well thought out. His 
appeal for the investigation of desire and 
agency remains a guideline for the future, 
since such a possibility is negated by 
equating/reducing it to the study of 
meanings. Lastly, the article leaves one 
with a sense that its own unity is dependent 
on the existence of the master sginificr 
Hindutv*’, which stitches together a 
wide variety of fragments of analyses, 
impressions, observations, statistics, etc, 
just aa. by his own reading. the same master 
signifier quilts together a wide range of 
images and ideas to constitute a field of 
politics. 

Rajagopal's basic, though unstated, 
premise, which I consider a product of the 
mas* communication*’ approach he adopts, 
can be termed u> epidemiological thesis on 
ideology. According to this, cultural products 
and human minds are merely the carriers of 
ideology, whose transmission they enable. 
A popular strand of North Atlantic sociology 
favoured this body-snatcher model of 
ideological capture. It now seems to have 
acquired new use*. 

Thus the author avers that liberalisation 
and consumerism "created... new spaces into 
which communal discourse inserted itself' 
through “adaptation and encroachment" 
(p 1659). The basic fomul* of the discipline 
of mass communications research establi¬ 
shes a relation between message, medium 


of transmission and destination. In this 
relation, the fust two entities retain their 
original form. The message doe* not undergo 
any change in the course of transmission. 
The medium itself remains aneutral relaying 
mechanism. It is only the point of reception, 
the individual who receives the message, 
that undergoes a transformation, becoming 
infused with the message and becoming the 
agent of its further unfolding. The cause - 
the discourse of cotnmunalism - thus 
produces effects in the social-violence and 
destruction - through a channel of 
communication. 

It is this naive theory of causality that 
leads Kajagopa] to seek out empirical 
evidence in the form of market response to 
back his reading of the Greaves 
advertisement. To question the logic of the 
reading - which ascribes meaning to the 
saffron colour of the suqset - would only be 
to invite a pluralist defence (‘That's just 
your opinion’). Instead let us look at the 
unstated assumptions (or unrecognised 
implications) behind the reading strategy. 
The starting point for the 'suspicion' of 
in fection appears to have been the discovery 
that the company which produced the 
advertisement had also been engaged by the 
BJP for its campaigns. This could either 
mean that the virus, talcing advantage of the 
proximity, transmitted itself to a non-BJP 


advertisement that was being put together 
at a nearby desk, or that the management 
of the ad company was favourably disposed 
towards the BJP ideology and undertook to 
do its mite for its propagation by infusing 
it into its other products, much as a 
shopkeeper, if suitably rewarded, might 
prominently display and encourage the sales 
of a particular brand of commodity. The 
problem with the second thesis is that it 
would require a demonstration that at least ' 
some ofKKSwamy's other advertisement > 
from this period show symptom sofa similar ! 
infection. j 

Further, it is possible that the author is j 
implying a coincidence of sympathies . 
between the BJP, the ad company and the j 
management of Greaves, so that a 
programme of subliminal communication • 
could have been devised with the active 
consent of the industrialist. In which j 
case the industrialist will have to be accused 
of a level of commitment to Hindutva 
ideology that induces him to risk losing the j 
support of non-BJP investors. We cannot, 
of course, rule that out. But that would 
imply that the message is concealed. Which > 

gives rise to a further complication: in the • 
first place, why conceal a message behind 
such an elaborate (one might almost say 
foolproof) alibi ? Wbat are tbechances that 
the meanings intended will communicate 
themselves selectively only to those who 
arc predisposed to receive it? To any J 
reader, two strategies might suggest 
themselves: to abstract from the text the 
concealed messages like ‘ancient f 
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civilisation', ‘symbol* of the pact', etc, and 
then, in a second movement, apply them to 
their own staroundings, thus eliminating the 
material presence and signifying force ofthe 
Egyptian pyramid, making it a transparent 
carrier/bost of a message in transit: this is 
what Rajagopal’s reading assumes; 
secondly, the reader might feel too strongly 
the presenoe of the pyramid itself, and 
depending on his/her inclinations, may 
either receive the'message for what it is 
worth, or be affected by the alienness of 
the symbol, and develop a hostility to this 
Indian company for ignoring the symbols 
available here and going all the way to Egypt 
(a Muslim country at that!). 

Whichever way you look at it, we are 
dealing here with a viral infection, a serial 
process of causality in which amanipulative 
ring of conspiring communalist* releases a 
virus into the social body and reaps a harvest 
of infected minds. 

Not surprisingly. Rajagopal’s essay 
unconsciously echoes the discourse of 
epidemiology so consistently that even the 
general theory of the social that he builds 
to explain the process of communalisation 
is informed by it. Thus he establishes an 
opposition between commitment and 
communication. This equation (ie, absence 
ofoommitmentKcommunicationof diseases) 
became a discursive common place in the 
US in the course of a moral campaign to 
prevent the spread of AIDS. Lack of 
commitment in relationships meant a high 
turnover of sexual partners, indicating moral 
degeneration, breach of communal and 
familial bonds and a resultant erosion of 
moral values. Such developments created 
new spaces where the AIDS virus could 
propagate itself, according to this thoroughly 
ideological explanation. 

Rajagopal'* theory equips itself with a 
similar explanation for the spread of 
communalism. Not only does the media 
serve a* an instrument of dissemination of 
diseases, it is in itself a social affliction. 
He posits a process of erosion of 
commitment and the consequent opening 
up of the social field for the spread of 
communal ideology. “With the growing 
distance between lived experience and 
public culture, however, the commitment 
implied by audiences' consent no longer has 
the guarantees personal presence would 
entail. Commitment then becomes far more 
fluid and mobile, being based more on the 
gratification different images afford than on 
any investment of personal resources" 
(p 1660). This transformation of 'commit¬ 
ment' into a changeable, promiscuous thing 
makes it possible for a “highly disciplined 
, and organised force like the RSS" to 
“exploit this altered form of commitment 
to present its own politics as representing 
dioac of the public at large” (p 1660). 
This ‘explanation’ fails to indicate what 


makes the commitment-free space of 
modern social life more receptive to the 
RSS ideology than lo any other. I suspect 
that the words “highly disciplined and 
organised" arc supposed to provide the 
absent justification. In other words, a 
discourse’s success ia a direct result of the 
strength and resourcefulness of the 
disseminating body. There is again, here, a 
tendency to regard a complex, transformed 
social field as reducible to a three-term 
equation. Disseminating agent -* field of 
communications media —» uncommittod 
subject. (Part of the problem might arise 
from adisciplinuiy wilt to elevate the object 
of mass communications research to a 
position of pre-eminence in the social.) The 
villains of the piece are dis tanciation and im- 
personalisation. ‘'Thus individuals may shift 
from one form of identity to another without 
necessitating a proportional shift in the 
distribution of their resources” (p 1666). 

The last quotation points lo the discursive 
reduction at work in the essay. Having 
abandoned the ’economisin’ of class-based 
explanations. Rajagopal treats Hindutva as 
an ideology whose dissemination can be 
accomplished without loss of social 
position, without a transformation of 


persona) life. This is perhaps true of the 
proponents of E-mail fascism butthe entire 
phenomenon of Hindu nationalism cannot 
be explained (away) by recourse to this one 
idea. For moat of the new adherents of 
Hindutva, no auch security against 
transformation of personal life exists. 
Rajagopal’s assumption that the English- 
speaking segment ofthe population is free 
from communal passions and his 
consequent surprise at what he considers 
a ‘recent’ change in its character may have 
led to the explanatory priority given to a 
purely discursive, ‘gratificatoiy’ relation to 
Hindu nationalism. 

It is doubtful whether the vicarious 
pleasures of nan-committed voters (Advani ’ * 
use ofthis tennis consistent with its meaning 
in political journalism and can only be 
accommodated to Rajagopal’s definition 
by force) can serve as the main support 
base of a party whose politics has involved 
unimaginable levels of violence and 
planned confrontation with a weak 
transitional state. But having swept political 
economy under the carpet and isolated 
discourse and its vicissitudes as the sole 
object, Rajagopal could not have reached 
any other conclusion. 
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With the advent of globalisation, the change* taking place at the bottom 
tiers of nation* have received tittle attention. Yet shift* in power relations, 
allegiances ami consciousness at various levels of civil societies are 
changing the world as modi as, if not more than, the macro changes 
wrought by international capital, technology and the mass media. To what 
extent these new cultural assertions of identity win enable the peoples 
of various regions to face the new capitalist order remains to be seen, 625 

Women’s Rights In Agricultural Land 

Though the Constitution promises no discrimination on the basis of sex as * 
a fundamental right, most inheritance and ceiling provisions relating to 
one of the most important economic resources in the country continue to 
be highly gender discriminatory. And the Ninth Schedule lends itself to 
their perpetuation. These aspects which impinge directly and crucially on 
women's legal and economic status have received surprisingly little 
attention from either researchers or activists. A*39 

The Budget: Long on Rhetoric 

The 1995-96 Budget is a desperate attempt to postpone the day of 
reckoning in the last year of the government's tenure. 601 

The budget proposals fail to advance the objective of moving towards 
a simpler, fairer and less distortionary tax system which the finance 
minister professes to pursue. 609 

The outlook for the Indian economy in 1995-%: forecasts by a 
macro-economic model. 699 
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Agricultural Growth 

Production and productivity growth in 
Indian agriculture in recent yean cannot 
be attributed only to favourable 
weather. The improvements in yield 
and the relatively wide dispersal of 
growth across regions and crops 
point to a technologically dynamic 
growth process. A-2 

''India’s goal of self-reliance in the 
oilseeds and vegetable oils sector 
does not appear beyond reach any 
more in view of the acceleration 
of growth achieved in the past 
few years. A-14 


Environmental Dimension 

Sustainable agriculture involves not 
only the identification and application 
of improved technologies but the 
incorporation of ecological and 
aocioyeconomtc consideration*. 
Inevitably conflicts and 
contradictions arise. A-21 

The state government’s policy of 
having trugor irrigation projects in * 
all the river basins ia Kerala is based 
on neglect of specific agro-dimatic 
and agro-cco to i pc al features 
of humid-t topic Kerala. A-3ft 
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Anti-Theory L -"' 

The postmodernist denigration of theory 
and of disciplinary grids as ’fictjons’, 
of one kind or another, has significantly 
influenced a wide range of scholardup. 
But it is in contemporary feminist 
studies, more than anywhere else, 
that this intellectual attitude has 
been fully realised. 617 


Structural Weakness 

Though Kerala has a relatively high 
proportion of rural non-agricukural 
employ mem. the emerging o ccu pational 
structure is weak, as reflected in its 
inability to take advantage of the 
growth impulses gea c n e e d by 
increases in demand. 454 


Power Play 

Kremlin's decision to pit Russia's entire 
military might against the Chechen 
rebels, supported as it was by the US and 
approved by the Buroperm governments, 
reveals the rough outline* of an 
emerging multi-power wortd. 613 
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civilisation', ‘aymbolsoftbepaat'.etc.and 
then, in a second movement, apply them to 
tbeirown surroundings, thus eliminating the 
material presence and signifying force of the 
Egyptian pyramid, making it a transparent 
camer/bost of a message in transit: this is 
what Rajagopal’s reading assumes: 
secondly, the reader might feel too strongly 
the presence of the pyramid itself, and 
depending on his/her inclinations, may 
either receive the* message for what it is 
worth, or be affected by the alienness of 
the symbol, and develop s hostility to this 
Indian company for ignoring the symbols 
available hoe and going all the way to Egypt 
(a Muslim country at thatlV 

Whichever way you look at it, we are 
dealing here with a viral infection, a serial 
process of causality in which a manipulative 
ring of conspiring communalists releases a 
virus into the social body and reaps a harvest 
of infected minds. 

Not surprisingly. Rajagopal's essay 
unconsciously echoes the discourse of 
epidemiology so consistently that even the 
general theory of the social that he builds 
to explain the process of cotnmunalisation 
is informed by iL Thus he establishes an 
opposition between commitment and 
communication. This cq uatton (ie, absence 
ofoommitmentacommunication of diseases) 
became a discursive common place in the 
US in the course of a moral campaign to 
prevent the spread of AIDS. Lack of 
commitment in relationships meant a high 
turnover of sexual partners, indicating moral 
degeneration, breach of communal and 
familial bonds and a resultant erosion of 
moral values. Such developments created 
new spaces where the AIDS virus could 
propagate itself, according to this thoroughly 
' ideological explanation. 

Rajagopal’s theory equips itself with a 
similar explanation for the spread of 
communalism. Not only does the media 
serve as an instrument of dissemination of 
diseases, it is in itself a social affliction. 
He posits a process of erosion of 
commitment and the consequent opening 
up of the social field for the spread of 
communal ideology. “With the growing 
distance between lived experience and 
public culture, however, the commitment 
implied by audiences' consent no longer has 
the guarantees personal presence would 
entail. Commitment then becomes far more 
fluid and mobile, being based more on the 
gratification different images afford than on 
any investment of personal resources" 
(p 1660). This transformation of ‘commit¬ 
ment’ into a changeable, promiscuous thing 
makes it possible for a "highly disciplined 
, and organised force like the RSS" to 
“exploit this altered form of commitment 
,to present its own politics as representing 
_those of the public at large” (p 1660). 
'i'-;Hie ‘explanation’ fails to indicate what 


makes the commitment-free space of 
modern social life more receptive to the 
RSS ideology than to any other. 1 suspect 
that the words “highly disciplined and 
organised" are supposed to provide the 
absent justification. In other words, a 
discourse’s success is a direct result of the 
strength and resourcefulness of the 
disseminating body. There is again, here, a 
tendency to regard a complex, transformed 
social field as reducible to a threo-term 
equation. Disseminating agent -» field of 
communications media —* uncommitted 
subject. (Part of the problem might arise 
from adisciplinary will to elevate the object 
of mass communications research to a 
position of pre-eminence in the social.) The 
villains of the piece are distanciation and im¬ 
personal isation. ‘Thus individuals may shift 
from one form of identity to another without 
necessitating a proportional shift in the 
distribution of their resources" (p 1666). 

The last quotation points to the discursive 
reduction at work in the essay. Having 
abandoned the ‘economisin' of class-based 
explanations. Rajagopal treats Hindutva as 
an ideology whose dissemination can be 
accomplished without loss of social 
position, without a transformation of 


personal life, This is perhaps irua of the 
proponents of E-mail fascism but the entire 
phenomenon of Hindu nationalism cannot 
be explained (away) by recourse to this one 
idea. Par most of the new adherents «f 
Hindutva. no such security against 
transformation of personal lift sxists. 
Rajagopal’s assumption that the English- 
speaking segment of the population is free 
from communal passions and his 
consequent surprise at what he considers 
a ’recent' change in its character may have 
led to the explanatory priority given to a 
purely discursive, ’gratificatory' relation to 
Hindu nationalism. 

It is doubtful whether the vicarious 
pleasures of non-committed voters(Adv uni's 
use of this tennis consistent with its meaning 
in political journalism and can only be 
accommodated to Rajagopal’s definition 
by force) can serve as the main support 
base of a party whose politics has involved 
unimaginable levels of violence and 
planned confrontation with a weak 
transitional state. Buthaving swept political 
economy under the carpet and isolated 
discourse and its vicissitudes as the sole 
object, Rajagopal could not have reached 
any other conclusion. 
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and Nation-Building 

With rite advent of globalisation, the change* taking place at the bottom 
tiers of nation* have received little attention. Yet shifts in power relations, 
allegiances and consciousness at various levels of civil societies are 
changing the world as much as, if not more than, the macro changes 
wrought by international capital, technology and the mass media. To what 
extent these new cultural assertions of identity will enable the peoples 
of various regions to face the new capitalist order remains to be seen. 425 

Women’s Rights in Agricultural Land 

Though the Constitution promises no discrimination on the basis of sex as 
a fundamental right, most inheritance and ceiling provisions relating to 
one of the most important economic resources in the country continue to 
be highly gender discriminatory. And the Ninth Schedule lends itself to 
their perpetuation. These aspects which impinge directly and crucially on 
women’s legal and economic status have received surprisingly little 
attention from either researchers or activists. A-34 

The Budget: Long on Rhetoric 

The 1995-% Budget is a desperate attempt to postpone the day of 
reckoning in the last year of the government’s tenure. 401 

The budget proposals fail to advance the objective of moving towards 
a simpler, fairer and less distortionary tax system which the finance 
minister professes to pursue. 409 

The outlook for the Indian economy in 1995-96: forecasts by a 
macro-economic model. 430 


Agricultural Growth 

Production and productivity growth in 
Indian agriculture in recent years cannot 
be attributed only to favourable 
weather. The improvements in yield 
and the relatively wide dispersal of 
growth across regions and crops 
point to a technologically dynamic 
wth process. A-2 

India's goal of self-reliance in the 
oilseeds and vegetable oils sector 
does not appear beyond reach any 
more in view of the acceleration 
of growth achieved in the past 
few years, A-14 


Environmental Dimension 

Sustainable agriculture involves not 
only the identification and application 
of improved technologies but the 
incorporation of ecological, and 
socio-economic considerations. 
Inevitably conflict* and 
contradictions arise. A-21 

The stare government’s policy of 
having major irrigation project* in 
all the river bums in Kerala is based 
on neglect of specific agro-dtmatic 
and sgro-ecoiofpcat features 
of humid-tropic Kerala. A-M 
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Anti-Theory * 1 — 

The postmodernist denigration of dieary 
and of disciplinary grids u ‘fictions’, 
of one kind or another, has significantly 
influenced a wide range of scholarship. 
But it is in contemporary femmst 
studies, more than anywhere else, 
that this intellectual attitude has 
been fully realised. 417 


Structural Weakness 

Though Kerala has a relatively high 
proportion of rural non-agricuirural 
employ ment, the emerging occupations! 
structure is weak, as reflected in its 
inability to take advantage of die 
growth impulses g e n era ted by 
increases in demand. 434 


Power Play 

Kremlin's decision to pit Russsa’s entire 
military might against the Chechen 
rebels, supported as it was by the US and 
approved by the European govesnmeMt, 
reveals the rough outlines of an 
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A Strangled Cry 

"WE the Marxist Communist* deserve 
brickbats and not bouquets”. Nripen 
Chakraborty. the octogenarian freedom 
fighter and veteran communist and mem¬ 
ber of tbe politburo of the CPI(M), bitterly 
told the Congrexs(I) delegation who 
came to offer him a floral tribute at his 
hospital bod in Calcutta. Tbe Congress 
men were having the time of their lives. 
Tbe day before, Nripen Chakraborty had 
unburdened bis heart to an interviewer 
from a local Bengali daily: The Marxist 
Communists in West Bengal have 
thoroughly degenerated - morally, politi¬ 
cally and intellectually. The state govern¬ 
ment was pursuing an anti-labour policy. 
The new economic policy of the Left 
Front government wax a gimmick and the 
party’s mouthpiece. Ganashukti , could not 
be read 'without revulsion': there was not 
an iota of Marxism-Leninism in il. 

It was a strangled cry. dcvaxutingly 
accurate. The entire leadership of CPI(M) 
both at tbe state and all-India levels were 
struck dumb. Chakraborty retained (he 
dignity of the idea and could not yet get rid 
of bis hatred and contempt for a different 
way of life of cose, safety, toleration and 
complacency. He could yet sec the 
thoughts, hunger and hope and hatred in 
the eyes of the people. He had not the kind 
of dwarfed dignity which the other vete¬ 
rans were accustomed to - the dignity of 
people afraid of a little pain and yet sitting 
with firmness in their chairs. 

This is not to idealise Nripen 
Chakraborty. One is astonished at his 
innocence. Was he not aware that parti¬ 
cipation in the administration para¬ 
lyses the revolutionary will of the work¬ 
ing class, that so-called relief under the 
present relations of production prolc- 
tarjanises the masses still more'.' It docs 
not offset the imbalance of income bet¬ 
ween workers and capitalists. It only 
redistributes wages among different groups 
of workers. The party’s preoccupation with 
wage restraint since it came to 'power' 
reflects Indian capital’s anxiety about the 
, trend of declining profit rate. Bui. as Marx 
pointed out, this decline does not 
necessarily lead to a decline in the mass 
of surplus yatue. Over-accumulation of 
capital in the hands of tbe owners has 
been an integral past of every capitalist 
crisis and is a prime factor in the waves - 
of speculation that precede and xome- 
jjf* times accompany large-scale declines 
in mas* purchasing power. It is Uric our 
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economists calculated, what a huge 
percentage of the money in circulation 
was in speculative operation and not in 
production. Tbe figure would he fantastic. 
Tbe removal of all controls on cross- 
border capital flows is an indication of 
bow anxious the owners of capital were to 
valorise their holdings in ways that did not 
involve investment in local industry -not 
to speak of West Bengal industry. It is not 
a question of centre-state relations but 
mainly and essentially a question of the 
crisis of capitalism, of class relations. 
’Class’ is now a forgotten or forbidden 
word. Nripen Chakraborty’s cry is the 
belated expression of tbe self-flagellation 
of the honest among the communists. The 
workers the world over, with the temporary 
prosperity of the post-war years, have 
become compromisers and ceased to be 
revolutionaries. The severe chastisement 
by crises is bestirring the mass of them 
again now. 
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Intellectual Property 
Rights 

TNTEU.KCTUA1. Property Rights: An 
Indian Perspective’ (February 4) by D M 
Nochanc merits attention and discussion. 
Whatever one might say. intellectual 
property rights is a powerful weapon for 


condition* of the Nllar, Tbis must ; 
resisted whdofeat* (he established non 
of fair trade practice to ensure protects 
of the buyer. In this context LDCs , 
helpless buyers. It also tends to make 4 
future insecure for LDCs. 

1PR is being forcefully implemented 1 
the name of the inventor and techno lo^ 
Nobody is asking if the inventor has fttedo 
of expression. As we know, technology, i 
spite of its continued refinement, cm* 
prove helpful, unless it is accompanied by 
corresponding behavioural change on tfc 
part of society. Have the promoters o r ;;i 
or tbe scientific community taken this f* 
seriously? 

It must also be appreciated if any lawo 
rule (including the IPR) is made strict <0 
forcibly implemented, it would lead 1 
violation. We have not heard many case 
where infringement of IPR has hcc 
successfully curbed by a judgment of 
court of law. 

More than in LDCs. infringement c 
the IPR is occurring in the develops 
nations. None seems to have been punuk 
cd. It is for such reuxonx that industri. 
security is gaining great importance. Th> 
monopoly product producers and mar, 
multinationals are watching helplc«i, 
and their competitor* are coming 1 , 
fast by infringing IPR and patents. 
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Con land Performance 

F OR th ding party at the centre, the Tenth Finance 
Comn on was very much an in-house affair. The 
chairman a Veteran Congress stalwart whose residual, 
but high, i itions for holding a major political office were 
smothere< developments in Uttar Pradesh. He had to be 
accommo d; be was. Two oilier slots were filled by an 
cconomis i an economic administrator with long official 
links. Am far as the convention of having a distinguished 
judicial p( lality as a member so as to enable the commission 
to decide on financial dispensations with dignity and 
detachtne ras concerned, the Tenlli Finance Commission 
broke alt her new ground. A member of parliament, 
currently ring in (he Lok Sahha, and a practising lawyer 
in the Su le Court and in the Calcutta High Court, was 
picked fo slot. A formal explanation for the extraordinary 
choice w; it lacking either: the gentleman, die nation was 
informed 1, once upon a time, served for some months as 
puisne ju in one of the country's high courts. 

After; a composition, little, very little, could Itavc 
been exp d to emerge from llic deliberations of die Tenth 
Finance < mission. That assessment has not been belied. 
Mereiful « report the commission has submitted is not 
long on v age. What it lias to say it says with an admirable 
economy voids. That apart, what little it has to say is an 
echool tii riitional views ol the union government, mostly 
rellettinj : post-independence stance of the Congress 
Party tor s centre-state relations. The undercurrent of 
impressH ic report of the Tenth Finance Commission 
exudes is t the centre is the ceutre of die universe and the 
states art ear-insufferable nuisance. 

The pn m. however, does not lie with Article 2X0 of the 
Constilui which sets forth die procedure of appointment 
and mix if composition of die quinquennial finance 
cotnmiss . The core of the problem has its nexus with 
Article 7 ider all circumstances the president will have to 
act, it say lending to the advice ol the council of ministers 
adorning union government The finance commission, 
given its tcipal responsibility, to decide the distribution 
of share tax proceeds between the centre and the states 
and gran t-aid from the Consolidated Fund of India to 
the state as to fill in the role of an arbiter. But one 
party in ubitoution, the union government decides the 
commist s composition as well as the terms of reference 
for it In ne of time die ministry of finance has assumed 
that the amission has no other assignment to look 
after ext to do North Block's bidding. The assumption 
has beet y validated by the turn of events as the decades 
have to! 
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Forget for the present die Tenth Commission’s discourses 
on how the country’s fiscal framework ougbttobe restructured 
beyond 2000. Consider its recommendations for the period 
1995-2000. The states, thanks to the awards of the preceding 
commissions, had dll now been enjoying an X5 per cent share 
of the proceeds of income-tax. That share has been brought 
down by the Tenth Commission to 77.5 per cent. U will be 
said on its behalf that, never mind, the share of union excise 
duties given u> the slates has been simultaneously raised 
from 45 per cent to 47.5 per cent. But the fact is that with the 
drastic slashing of rates of excise duties the finance minister 
is bent upon pursuing, die marginally higher allocation to 
the states may be allogedicr of a chimerical quality. What is 
being lost on the swings would then not be compensated on 
the roundabouts. 

Perhaps that denouement would be in conformity with 
intentions. Even more hemusing is the commission's decision 
to abolish the additional excise duties on sugai. textiles and 
tobacco and tobacco products and to merge this tax head with 
hasic excise duties. The commission bus udded the ukase that 
despite what it has proposed, the states would have no right 
to levy sales lax on these categories of commodities. B ut have 
the legal and constitutional implications been fully gone 
into? The commission was not the judiciary: it did not have 
Uuf prerogative to write the law or rewrite the Constitution. 
Hie additional duties of excise on textiles, sugar and tobacco 
and tobacco products were in lieu of the states' taxes. Once, 
as a result of thcTenthConunissjon's verdict this arrangement 
is term inated. the right to levy sales lax on these commodities 
should automatically revert in the states. The commission 
would not like that to happen and has recommended an 
amendment of the Constitution so that its direction becomes 
operational with effect from the fiscal year 1996-97. The 
commission has obviously been either ignorant or obUvioes 
of the country's changing political geography to assume that 
the constitutional amendment sought to be introduced can be 
enacted in the course of the next few months. 

The rest of the recommendations of the Tenth Finance 
Commission, such as with respect to debt relief, gnwMs-in- 
aid, grants in lieu of tax on rail passengers, grams to load 
bodies, mtateoao cc outlays, etc, are run-of-the-mill. The 
suggestion for establishing a calamity relief fond has the anra 
of an innovation, hut the modality of who will open* the 
fund and under what procedures is left timtahsingty vague. 
Finally, it is most unlikely that die comtntssiou's longer 
range proposal to pool ail central taxes together and permit 
the states to partake of 26 per cent of the total would have 
many buyers, ft will he seen asaptay.andapretty transparent 












' one, 16' farther centralise an already 
excessively over-centralised t*x-*h*ring 
amngemeet. The formula by which Ae 
commission decided that not 27 per cent, 
- not 25 per cent either, but exactly 26 per 
cent would be the prerogative of die states 
under the proposed new fiscal lyctem is not 
easily explicable. Given the fast pace at 
which the toon try's political map is getting 
altered, it would be no surprise if sooner or 
later, sooner probably than later, the states 
denund in unison that the yield from all 
taxes levied by the centre should be shared 
with the states on a 50:50 basis. After all. as 
early as in the early 1970s, the CPI(M) 
actually went to town in West Bengal with 
the electoral slogan of a three-fourths 
allocation for the states from the central tax 
kitty. Some chief ministers might in the 
coming years not be averse to suggesting 
that, with the corporation tax and taxes on 
foreign trade, they would not mind a pool¬ 
ing arrangement as per the recommenda¬ 
tions of the Tenth Commission, but what 
the share of the states would be from out 
of this pool was to be a matter for settlement 
in the political arena. 

On the more basic issues afflict¬ 
ing centre-state fiscal relations the Tenth 
Finance Commission has little to say. It was 
conceivably under specific instruction to 
remain taciturn on the role of discretionary 
transfers which the ministry of finance has 
become so addicted to in the past couple 
of decades. The plan transfers, that is. 
transfers according to the recommendations 
of fbe Planning Commission, were never 
of a significant magnitude: with the ruling 
party's discovery of the so-called ‘special 
category states', plan transfers for the 
overwhelming majority of the states were 
reduced to tokenism. But it is the other 
fact, that of statutory transfers under the 
finance commission's dispensation being 
increasingly dwarfed by the ministry of 
finance doling out funds for its favourite 
causes under Article 282 which should be 
the focus of attention on the part of those 
who are interested in the evolution of a non- 
overcentralised, democratic fiscal system. 
The Tenth Finance Commission has chosen 
not to venture into such, to it forbidden, 
territories. Nor has it any comments to offer 
on the increasing tendency of the centre to 
deduct from the statutory dues of indi¬ 
vidual states, as determined by the awards 
of finance commissions, amounts which it 
thinks such states owe to it The funds 
which come to the states on account of 
finance commission a wards are in the nature 
of tract funds: these may at any pointof time 
lie in the Consolidated Fund of India. But 
constitutionally these belong to the states; 
the Union government, as a mere trustee 
presiding over the Consolidated Fund, 
sboqld not bavp the right to interfere with or 
ap propriate from such monies lot its own 
purposes. This is an extremely serious 
issue; not however according to the Tenth 
Finance Commission. 


592 


But the eon anwW a' had to ffr 
command performance. That ofcjoethre 
reality must also have atood in the wty of it 
offering any worthwhile comments ou the 
mysterious affair of ttw tax on ooosjgnfn nets, 
a proposal for introducing which was 
unanimously decided upon at s conference 
of chief ministers more than a decade ago. 
There are, of course, parallel fiscal visions, 
such as of those who cannot wait.to aee 
India emerge as a unified, integrated, single 
homogeneous market over which the value 
added tax would reign supreme and the 
abomination of sales taxation would be a 
relic of the abominable past. Visions, 
however, are theoretical constructs; the 
country may come to nurture altogether 
different, even if rather less tidy, practical 
propositions. 


CONGRESS PARTY 

Growing Rumblings 

THE resignation of UP Congress leader 
N D Tiwari from the Congress Working 
Committee (CWC), which has infused fresh 
blood into the ongoing crisis in the party, is 
significant in several respects, although it is 
premature to say that it would lead the party 
towards a split. 

The resignation has come at a time when 
the Congress had only recently suffered 
humiliating defeat in two major states. 
Maharashtra and Gujarat, which, coupled 
with the rout of the party in Karnataka and 
Andhra Pradesh earlier, has made the 
position of the prime minister and the party 
president P V Narasimha Rao particularly 
vulnerable. This vulnerability of Rao, and 
of the coterie around him. explains the 
cautious and, in fact, appeasing reaction in 
the higher circles in the party to Tiwari's 
resignation. 

Another reason for this mild reaction is 
that apart from his seniority as a party 
leader, Tiwari, unlike Aijun Singb. has a 
reputation for honesty and probity in public 
matters, for which he is respected by the 
party rank and file. However, these traits of 
his political personality, in the wake of his 
resignation, have a much more serious 
implication for the dissidents rather than 
the mainstream of the party: they have 
the potential to establish him as a serious 
challenger to Aijun Singh, whose moral 
suture isnot beyond reproach, for the leader¬ 
ship of the dissident camp. It would not be ' 
entirely surprising, therefore, if this becomes 
a contentious issue for the Congress dissi¬ 
dents in the coming days and anoth*. 

An aspect oftheTiwari resignation which 
has totally escaped attention is its impact on 
the Congress in Punjab aod particularly on 
chief minister Beaat Singh’s leadership of 
the stale party. It should be recalled in this 
context that Tiwari’s resignation bad 
followed remarks by Beant Singh and by 
Bairaa Jakher, another Congress l ea de r 
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What is sig£fie«tt u that ant Singh 
and Jakhar, member and i president, 
respectively, of the party'i isdplinwy 
Actjou Committee (DAC), i tune these 
remarks because Tiwari’* p nee in the 
rally, where Aijun Singh wai o to speak, 
would have strengthened d -tuition of 
Jagmect Singh Brar, dissk Congress 
MP from Punjab and organis f the rally, 
in the state party. Brar, a re ely young 
leader, who has become a th in the side 
at the stele party leadership, t eon trying 
to emerge over the years a serious 
contender for the top party pt i the state. 
This prospect is unpalatab! it only to 
Beant Singh but also to Jakha lose ton is 
a minister in Beant Singh's vemment 
Thus, Beam’s and Jakhar’s n ks which, 
originating in a regional pol J context, 
have bolstered the crisis in ti arty at the 
national level. Nor have tbes to leaders 
succeeded in realising the it behind 
their remarks. On the conti the pro¬ 
minence that the Bhatinda i - which 
was, in the event, largely attem -acquired 
due to the controversy has o served to 
strengthen the position of Ji eet Singh 
Brar. 


TAX BUOYANCY 

Beyond Complian 

A CONSTANT refrain oft finance 
minister and his officials has n that the 
last budget's reduction in mari J tax rate* 
on personal and corporate ii net have 
yielded good results. As the fin e minister 
has emphasised in his latest b*et speech, 
the receipts from personal inch and cor¬ 
poration taxes together are ex :ted to in¬ 
crease by more than 25 per ce 1 1994-95 
and the share of direct taxe i GDP to 
rise from 2.1 per cent in IS 91 to 2.$ 
per cent in 1994-95. The Eca Jc Survey 
for 1994-95 has tried to dri’ KjmcJhjs 
point more vigorously. Aigi. that die 
cumulative effect of the declin marginal 
income tax rates in the past f years has 
not reduced tax revenue as fet by some, 
the Survey states that the ovc effect of 
the reforms has been to raise yancy of 
both personal and corporate revenues 
(with respect to GDP). Person come tax 
buoyancy has averaged abot ,4 during 
1991-92 to 1994-95 (BE) aga 1 during 
the previous four yean, while nratetax 
buoyancy has similarly risen fn 1.8 during 
1987-88 to 1990-91 to araua J during 
1991-92 to 1994-95 (BE). A t revised 
estimates of revenue from tin two taxes 
are higher than Ac budget e tales, die 
b uo yan cy fig u re s forthe latter | adsfaouJd 
be even higher. Even if the iniues in tax 
revenues are related to GDP chafing “» 
the non-farm sector (that tower thss 
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fertile second period JntwRet* of personal 
inceawtaKarri 1.82 and 136, respectively, 
for the wqwm lc B tax- It it al*o true, at 
claimed in the Economic Survey, that the 
there of direct taxes in the centre's 
gross tax revenue has improved from 19.1 
per cent in 1990-91 to 28.4 per cent in 

1994- 95 (RB) and further to 29.2 per cent in 

1995- 96 (BE). 

While all this may be true, bow valid it 
the claim that tbe improved tax buoyancy it 
the retult of reductions in marginal tax 
rates and simplification and ratiomdisation 
of the tax system and administration? Mere 
juxtaposition of aggregative data on tax 
revenues and ODP it not enough. There it, 
in fact, evidence pointing in a somewhat 
different direction. 

Lotus take trends in corporate tax tevenue. 
In the past four yean, the largest rise in it 
from R* 5,335 orore to Rs 7.835 crone or by 
47.20 per cent look place in 1991-92. That 
was the year when the marginal tax rate 
for the corporate sector was raised from 40 
to 45 per cent for widely-held companies 
and from 45 to 50 per cent for closely-held 
companies. Tbe finance minister had 
declared then, “I feel disappointed (hal the 
phenomenal growth in the output, value 
added and profits of the corporate sector, in 
recent yean, has not been appropriately 
reflected in corporate tax collections". In 
the same vein, arguing that tbe rates of 
depreciation prescribed in 1987 on plant 
and machinery wens too generous and 
provided much more than was needed lo 
compensate for wear and (car. the finance 
minister reduced the general rate of 
depreciation far plant and machinery from 
33.33perccntlo25 percent. These increases 
in rates gave tbe above-noted jump in 
corporate tax revenue in 1991-92. The next 
two yean saw only a rise of 13 per cent each 
in corporate tax revenue and buoyancy with 
respect io non-farm ODP remained below 
unity (0.91 to be exact). It is in 1994-95 that 
there ha* again occurred an improvement of 
31.7 per cent, from Rs 10.060 crorc to 
Rs 13.250 crorc (RE), though tax rates on 
companies were slashed to a uniform rate of 
40 per cent for both widely-held and ckwely- 
bcld companies. In the case of companies 
incorporated abroad, the rate was reduced 
from 65 per cent to 55 per cent. Capital 
gains tax on companies was also reduced 
from 40 per cent to 30 per cent. The con¬ 
ventionally estimated revenue loss on these 
count* was estimated at Rs 1,355 crorc, 
whereas the revised estimates now show a 
rise in collections of Rs 3.190 crorc, an 
increas* of 45,2 par cent 

Significantly, similar buoyancy has been 
*ma in parsons! income tax receipts in 
1994-9$ whan them was some redaction in 
inc om a tax an Individuals. The esti mated 
r ma aa e io why20.7peroentftomRs9.115 
in 1993-94 to Rs.11,000 crorc In 
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rednetiool lad bam placed at Rs 1,075 

txcrsciwsffoctiveriselninoctnstaxreveooe. 
work out to 32.5 per can. 

While it may be true that the above 

increases loan exleot do reflect tbe effect of 
improvement in tax administration, it it 
doubtful if voluntary compliance by tax¬ 
payers has improved as a result of 
moderation of tax rates. A review of the 
performance of tbe economy in tbe past two 
years suggests other possible reasons. 

First, studies on corporate finances show 
that a large number of companies garnered 
sizeable pre-tax profits in 1994-95 because 
of three factors: (i) large increases in 
sales turnover of manufacturing firms: 
(it) massive profits made by these in oon- 
manu factoring activities which are reflected 
in a quantum jump in ‘other incomes’ 
consisting of interest and dividends, as also 
in non-operating profits by sale of physical 
and financial assets: and (lit) a substantial 
step-up in profits of public and private 
sector corporate bodies in the financial 
sector. A study of the unaudited financial 
results of 2.017 companies comprising 
1.982private sector companies and 35 listed 
PSUs for tbe first half of 1994-95 shows 
that their combined net sales rose by 25.2 
per cent, their ‘other income' by 46.4 per 
cent and gross profit by 32.6 per cent. As 
interest and depreciation provisions rose 
only by about 5-6 per cent each, profit 
before tax shot up hy 75.5 per cent. As a 
result, these companies’ provision for direct 
taxes is higher by 27 per cent. Companies 
producing commercial vehicles saw their 
gross profit rising by 156 per cent and tax 
provision by 474 percent in the first half of 
1994-95 and those producing passenger cars 
and jeeps by 104 per cent and 1.083 per 
cent, respectively. Such sharp increases in 
profits and in tax provision are seen in a 
nuinberof other manufacturing sectors. Data 
on financial sector companies and hanks for 
1994-95 are not available hut it is known 
that financial sector activities, including 
treasury operations of commercial banks 
and term financing and investment 
institutions, got a boost from the surfeit of 
liquidity emanating from inflow of foreign 
portfolio investment. This must have 
produced massive profits and enhanced tax 
payments by players in the capital and 
money markets. 

Secondly, this has also been a period 
when executive salaries in financial as well 
as non-fin social companies have gone up 
phenomenally. A rise of about one-third in 
income tax collections was m be expected 
even as per conventional behaviour of 
income tax-payers (excluding some 
collection* from presumptive taxation). 

In effect, certain Special factors have 
been responsible far lb* higher profits 
and iaootnos and higher tax payment* in 
1994-95, Toj*»exteet,taxev**io« in capital 
market and fi n an ci al dealings is more 


diffieshtbwin nuuwfacnwmg trading and 
the pestiuMons. If the government Were to 
pot out more disaggregated data on the 
number at as s e sa ee s and their gross in¬ 
comes and tax p ay me nts , including those 
by professionals tike doctors, lawyers, 
architect* and contractors, it might tarn out 
that it is not improved compliance and 
collection that is responsible for higher 
direct tax revenues, but the sudden 
emergence of a large category of high- 
income earners among the upper middle 
classes as a result ofeconomic liberalisation, 
in the financial sector in particular. 


HEALTH BUDGET 

Roller-Coaster Ride 

IT is hardly surprising that the 1995-9) 
Budget placet negligible emphasis on the 
health sector. A budget which has ensures 
further deterioration in the parameters of 
health for a growing number of people 
cannot be expected to strengthen short-term 
technical preventive and curative service*. 
Even apart from the larger socio-economic 
base which determines health status, budget 
allocations for item* such as the integrate) 
child development scheme under social 
welfare barely keep pace with the me o' 
inflation. The allocation for rural water 
supply has gone dp by 37 per cent, but the 
allocation on sanitation remains fee tame. 
Clearly, the funding of social welfare 
programmes is not based on an inlPgnWd 
concept of people's well-being, bat on 
piecemeal hikes.motivated fay considntians 
other than welfare. Even if some of these 
programmes are supplemented by separate 
state programmes, the centre's cuts 
combined with poorer overall transfers to 
the states ensure their gradual attenuation. 

Even tbe rhetoric an the noed to provide 
good health care i* missing today. By 
allocating Rs 1.048 croce to 'medical 
services and public.health', that it. 53 per 
cent more than last year's revised estimates, 
in other words a reduction in real lama, fee 
union government has signalled its 
continuing withdrawal from the health 
sector. In some areas there is a reduction 
even in nominal terms, such as for'medical 
education, training and research', from 
Rs 293.84 crure lo Rs 277.77 crorc. Within 
this an institution like the Indian Council of 
Medical Research, which is meanttoprovide 
directioaTTo and organise medical research 
and has suffered long neglect, ha* this year 
been allocated a minuscule Rs 49 crorc. just 
Rs 0.82 crorc over last year's budget. Not 
surprisingly, tbe direct and indirect 
consequence of this is that progra mm es 
consider'd to be of relatively low priori! 
suffer. The 1C MR. for instance, has worn* 
up aU its research pro gram mes retired to 
the Bhopal gas disaster. He haphaxasr 
manner in which tbe heahb budg et is pet 
together also results in there being an 
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■caacerresserch received IU ,19<80 more Is 
the 1994-95 budget for aetoing up peripheral 
detection centres, etc; however, the revised 
estimate of Rs 4.1.80 crore indie Me* (hat 
lump mm funding was received for parti¬ 
cular projects. In 1995-96 the budget allo¬ 
cation of R* 16.88 crore is even less than the 
original 1994-95 allocation. Inevitably, 
ongoing projects will either have to look to 
other sources for funds or be disbanded. 

Public health allocations continue to trace 
the same roller-coaster curves which has 
been long characteristic of tbe central heal th 
budget. Of the allocation for disease 
programmes, the largest single component 
is theMalariaControl Programme for which 
the states contribute an equal amount. This 
is not surprising given what appears to he a 
rapid spread of the disease, especially in 
more virulent forms, and its debilitating 
effects. Malaria is adisease whose spread is 
directly related to poor development plan¬ 
ning - urban and rural, agricultural and 
industrial. Funding a disease control pro¬ 
gramme without ensuring that the factors 
which make for the spread of the discasc 
arc not eliminated is tike trying to repair a 
leaky bucket with the tap turned on. Within 
(be AIDS control programme tbe older STD 
control programme, which has now been 
merged with it. has consistently suffered 
declines in allocations, getting Rs 0.50crore 
in 1993-94 and Rs 0.18 crore in 1995-96. 
The tuberculosis control programme 
received a new lease of life with the onset of 
AIDS. WHO has now recommended a 
supervised treatment programme using 
more expensive drug regimens. The higher 
allocations will no doubt go towards paying 
for the increased cost. However, detection 
and follow-up of patients requires an 
efficient primary health care set-up which, 
ironically enough, is being systematically 
disbanded by the squeeze on health care 
allocations. A different example of the 
haphazard approach to the health sector is 
the higher allocation for the National 
Institute of Communicable Diseases, no 
doubt tbe result of the institution's in¬ 
adequacies coming into the limelight during 
the plague epidemic. 

At this rate in a few years there may he no 
central health budget to comment on. the 
states taking care of the minimal public 
xtognunmex and the entire curative sector 
being pushed into the private sector with 
a network of private health insurance 
companies. 


THE DOLLAR 

Dther Countries’ Concern 

TRST it was drought that the ycn-doUar 
exchange rate would not be allowed to go 
below 100 yen to the dollar, now that it has 
fallen below 90. tbe question is bow much 

lower it would he allowed to sink. Not that 
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rttetoovgr$0, 
quite sqcoessful.WHitdK USxrade dbfttfc 
reaching a record level, early hope* of 
raising the dollar’s exchange rate seem to 
have given way to a sort of resignation that 
it will he difficult to push it back to 90 yun 
or above. 

Interestingly, practically all attempts to 
jack up the dollar have emanated from 
quarters oustside the US. Monetary 
authorities in the US have virtually turned a 
deaf car to all the concern over the depre¬ 
ciation of the dollar. On the other hand, 
monetary authorities of other countries, 
particularly Japan and Germany, in respect 
of whose currencies the dollar has suffered 
the maximum decline in recent weeks, have 
had to shoulder the hfunt of the action to 
stem the tide of a declining dollar - action 
which has taken the form of intervention in 
the exchange markets and/or interest rale 
reduction. These actions could certainly be 
said to have slowed down, if not stemmed 
altogether, the dollar's decline. 

The question remains, however, whether 
the fundamentals, so-called, arc slated to 
push the dollar further down against the 
other major currencies, if by fundamentals 
one refers to trade and current account 
balancing, the dollar should have been in 
the dumps long, long buck. But the US has 
enjoyed a special position in the world of 
international finance, particularly since the 
second world war. because of the role the 
dollar has assumed as a reserve currency, 
first under the Bretion Woods agreement 
and even later after the Bretion Woods 
arrangement more or less collapsed, at least 
insofar os it was premised on the fixed 
exchange rate system. 

The basic question to ask therefore is 
whether the reserve currency rob performed 
by the dollar is likely to come more and 
more under attack. In (his context, it is well 
to bear in mind that while other countries 
with strong currencies, such as Japan and 
Gcrmuny. have been reluctant to bt (heir 
currencies take on extended reserve currency 
roles - principally, it would appear, for the 
fear that it would oblige (hem to surrender 
their freedom toregulate domestic economic 
policies-these are also the countries which 
along with the US have been the most 
vociferous in their opposition loihc creation 
of an international reserve currency which 
is free from domestic economic com¬ 
pulsions. Germany and Japan have, no doubt, 
over recent years acquiesced in the use of 
their currencies as reserve currencies to a 
limited extent, but the dollar’s dominance 
has stayed put with 60 per cent of the 
currency reserves of the monctar/ autho¬ 
rities (including India's) held in dollar*. 
So long as this remains the position, tbe 
dollar’sexchangc rate is under no danger of 
collapse, certainly not in the maimer of 
Mexico's peso. And m the circumstances 
why should the US not be indifferent to 
what happens to the dollar's external value? 


HARDLY had the threat created by N*0 
Tiwari-Arjun Singh game plan to Mutayam 
Singh's government receded, tbe banned 
VHP. in its new incarnation of Hindu 
Sangam, decided to set astir the political 
waters of Uttar Pradesh. On February 27. 
the day of Mahashivratri. the VHP conducted 
a ‘jalabhisbek* at the Kashi Vishwnnath 
temple in Varanasi as an initiatory step to 
'liberate' the temple from the nearby Gy»n 
Vapi mosque. Though the local Hindus and 
Muslims wisely kept away from the event 
and tight security arrangements prevented 
any untoward incident, the very launching 
of ’Kashi andotan’ disturbingly indicates 
that the Sangh pari var has not budged from 
its divisive designs. 

As was the case with the Ayodhya issue, 
tbe BJP. the political arm of the Sangh. 
has officially dissociated itself from die 
initial stages of the agitation. According to 
the Sangh strategy, which by now is an 
open secret, the various other fronts of the 
Sangh purivaar prepare the groundwork 
for the BJP to ultimately reap the political 
gains. Thus at the moment L K Advani may 
say that Kashi is mil on the BJP agenda but 
by allowing Mahunt Avaidyanath and 
Umn Bharuti. the BJP legislators, to 
participate in their 'individual' capacities 
and indulge in aggressive rhetoric, he has 
left the door open to capitalise upon the 
issue os and when the time is considered 
ripe. Given the noticeable decline in the 
popularity of the BJP since the Ayodhya 
incident. Atal Bihari Vajpayee' s categorical 
statement that all the wrongs of history 
cannot be undone, may guide the party 
policy for some time. Yet the influence of 
the moderates in the Sangh parivar is 
likely to fade in the face of another upsurge 
of extremism. 

By proclaiming its support to the VHP 
stir, the RSS. on the one hand, aims to 
elevate the prospects of the BJP in the 
forthcoming I^ok Sabha elections. On (he 
other hand, by announcing its intention of 
supporting the Congress if the latter 
makes N (3 Tiwari the prime minister, the 
RSS not only desires to stoke the infighting 
within the Congress hut also slyly lend 
credibility to the accusations levelled by 
Mutayam Singh against the Tiwari-Aijuo 
Singh faction. The crisis in the Congress 
has certainly helped Mutayam Singh to 
strike a working relation with Narasioiha 
Rao who recently approved a 20 per cent 
hike in the plan outlay for Uttar Pradesh. 
Mutayam Singh has also utilised the Kashi 
stir to further tarnish tbe Tiwari-Aijun 
Singh axis. Yet if Mutayam Singh plana 
to go for mid-term polls, it would he 
judicious for him tocurtailhispresent pole¬ 
mics against Atjun Singh and coooent- 
rate hi* energies on squarely tackUng the 
Sangh threat. 
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IDfcl MUTUAL FUNDS is promoted by 
IDS! which ha* oyer three decades of 
experience incorporate tending rad invest¬ 
ment-IDSI MatuaJ Food be* announced its 
maiden rebeme 1-nit *95 specially designed 
for (mail tnveaiore. It u a growth (theme 
with afive-ycarmaturity llofftsr* two plane 
Dividend 1-ntt* to offer dividend income 
through distribution of profit* at the end of 
year and growing 1-nit* to offer long¬ 
term capital appreciation through rcinvest- 
nwotof profile realised. The scheme offer* 
periodic encashment facility under which 
in vector* can encanh their i-nit* at NAV. 
Encashment facilities would beofferedonce 
every nix month* in the first year and once 
every three month* (hereafter. A unique 
banking convenience i* also offered to 
inventor* through a cash *cn>*x (he counter 
facility. For (hi* the IDBI Mutual Fund ha* 
lied up with seven commercial bank*. IDBI 
a* the *pon*or and lead manager ha* offered 
a safety net for the firm time in a mutual 
fund scheme under which IDBI would 
purchase I-nit* at face value for a period 
of one year from the date of allotment 
from original allottee* subscribing up to 
5,000 1-nit*. The i**ue is to open loan 
March 27 to May 6. 

Monalisa Multiplast 

Incorporated in 1994 and belonging to the 
Azam Plastic Group. Monalisa Multiplast i* 
engaged in the manufacture of high fashion 
injection moulded plastic furniture like chairs 
and tables and also crates, storage bin*, 
tank*, drams, etc. Marketed to household* 
and industrial units the product* ore 100 per 
cent termite resistant. The company i* 
entering the capital market with maklen 
public issue* of 21.90,000 equity share* of 
R* 10 each at par aggregating R* 219 lakh. 
The fund* would be used to set up 
manufacturing facilities at Daman for 
manufacturing3,600ml of injection mou Wed 
plastic furniture. The project being located 
in a centrally notified backward area, the 
company i* entitled for 100 per cent income 
tax exemption for the first five years and 
thereafter 30 per cent exempt ion for the next 
five yean along with sales tax exemption 
for the first five yean. Since commercial 
production is to commence in April the 
project ha* almost no gestation period. The 
project has been appraised by SBI Capital 
Marin* and the cost is estimated to be at 
Rs 1.700 lakh. SB] is financing the project 
to tha taneof Rs 500 lakh and State Bank 
.V Mysore U providta* R* 300 lakh . The 
>*ue. dated toopan on April A, is being lead 


managed by Time* Guaranty Financial* and 
Prudential Capital Market*. 

Kadvani Securities 

Kadvani Securities managed by K L Kadvani 
and A L Kadvani is operating in financial 
services and finance-related areas. In order 
to broad base its activities, the company is 
embarking on expansion of its activities in 
the field of share* and securities, leasing, 
corporate advisory services and project and 
mangement consultancy services. The 
company is already into trading in shares 
and securities and plans to enter leasing of 
industrial equipment and plant and 
machinery. Under corporate advisory 
services it plans to undertake arranging hill 
discounting, intercorporate deposits and 
fund placements for its clients. Project 
management and consultancy include* 
identification of profitable project oppor¬ 
tunities. preparation of project reports, 
appraisal of project reports and credit 
syndication from bank* and financial 
institutions for term loans, debentures and 
working capital finance. For this expansion 
die company need* to augment it* long-term 


working capital. The company is entering 
the capital market oo March 2K with a public 
issue of 18 lakh equity shares of Rs lOeach 
at par aggregating RslkOlskh. Lead manager 
to the issue is Prudential Capital Markets. 

Suprapti Plastics 

Suprapti Plastics, a 100 per cent export- 
oriented unit manufacturing bags, stretch 
film* and garbage bag* ha* an installed capa¬ 
city of 1,330 mips. The company ha* been 
promoted by Pnshant Tatum and his a**o- 
ciatc*. The company is entering the capital 
market on April 4 with a public issue of 37 
lakh equity shares of Rs 10 each at par aggre¬ 
gating Rs 370 lakh of which Rs 56.3R lakh 
is to be firmly allotted u> NRls/OCBs and 
R* 20 lakh to Mutual Fund*. The project is 
to expand capacity to 1440 mtpa. The cost 
of the project ix estimated to be at Rs 453.89 
lakh. The gestation period is very low since 
commercial production from the expanded 
capacity ix to begin in April. The company 
ha* signedanMOU with Lightway*, London, 
for supply of it* entire production for five 
year*. Ligbtways also has an equity stake 
in SP1, to the extent of Rs 4R.62 lakh- 
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The General Agreement on Tariffs and Trade, GATT <1948) is8ie 
betes tor a global rule b at e d trading system . GATT member * 
agree to trade w*h one anotfwr on equitable baste, irrespective of 
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reduce barriers to i rat* 

This Important book places the impact of GATT Agreement in 
proper perspective and offers proosedinQs and ptpem presented 
during a seminar organised by the IncKan Institute of Foreign 
Trade, New DeM. for fits benefit of twee interested in GATT 
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CURRENT STATISTICS _ ' " - - .. J L . 

Price* of primary article* and food have receded somewhat ever Ibe pul year. kanerva mosey growth baa (ticked op u MtftMmadft to jtetMMb*! 
ha* iiaited ruing. The BSE tcuei hu registered a Ml at about 27 per seat ever (be year'* peek, taring 1.236 paints. there hU been a frit (nibs: 
abate tit petroleum products and some rise In that nf i ajrilal|nm1i ami nxiali laiinineta liiiiijeultflii ■liMeenfihiaiiiielinrelirrni^iidtiiibjlrill* 
textile*, including readymade garment*, have «hoWB a rt*e. Capital good* export* have remained a little over 10 per cent. Foreign currency abaetr 
have again crossed $ 20 billion. 

Macroeconomic Indicators 


ladex Naaab tn cf Whnlrealt 
Prices (1981-82=100) 


All Commodrtie* 

Primary Article* 

Pood Articles 
Non-Food Article* 

HkI, Power, Light and Lubricant* 
Manufactured Product* 

Food Products 
Food Index (computed) 

All Commodities (Average Barit) 
(AprtlMarch 4, 1995) 


CeriafUvfcf ladka* 


Industrial Worker* (1982=100) 

Urban Non-Man Bmp (1984-85=100) 
Agri Lab (July 60 lo June 61=100) 


Matey aaad Banking (Rs crore) 


Weight* Mar 4, 





1995 

9CZI3P 

Over 12 Months 

Fitcal Year So Far 1993-94 

1992-93 

1991-92 

1990-91 



.Month 

Latest 

Previous 

1994-95 1993-94 





100.0 

283.9 

0.3 

10.5 

sen 

9.9 

10.3 

10.8 

70 

13.6 

1X1 

32.3 

-294.0 

-0.2 

14.1 

10.4 

13 J 

11,0 

115 

30 

15.3 

17.1 

17.4 

316.5 

-1.6 

12J 

3.9 

12.9 

5.0 

4.4 

5.4 

20.9 

, tso 

10.1 

326.2 

2.3 

19.6 

22.1 

16.4 

21.6 

24.9 

-1.4 

8.1 

19.3 

10.7 

281.4 

0.0 

1.2 

13.1 

1.2 

13.1 

13.1 

15.2 

13a 

144 

57.0 

278.7 

0.6 

10.3 

9.6 

9.6 

9.3 

9.9 

7.9 

12.6 

8.9 

10.1 

273.0 

-0.9 

9a 

11.9 

8.3 

11.4 

12.3 

6.8 

10.2 

13X 

27.5 

300.5 

-1.4 

11.2 

6.4 

11.3 

7.1 

7.0 

5.8 

17.1 

16.9 

100.0 

273.7 

— 

10.8 

8.1 

10.8 

*8.1 

8.3 

10.1 

13.7 

10.3 


Latest _ 

Month Over 
Month 


Feb 17. 
1995 


_ Variation (Per Cent): Point-to-point 

Over 12 Months Fiscal Year So Fa r 1993-94 1992-95 1991-92 1990-91 
Latest Previous 1994-95 1993-94 


1991-92 


0.3 

9.8 

8.6 

9.0 

9.1 

9.9 

6.1 

0.8 

10.1 

6.3 

8.1 

6.3 

- 

6.8 

0.4 

10.8 

9.4 

10.0 

10.7 

11.6 

0.7 


__ Variation _ 

Fucal Year So Far 199.3-94 

1994-95 1993-94 


Money Supply (MJ 503611 

Currency with Public 100040 

Depoait* with Banks 400609 

Net Bank Credit to Govt Sector 217927 

Bank Credit to Consul Sector 273345 

Net Foreign Exchange Assets 70710 

Reserve Money (Feb 24.1995) 167729 

Net RBI Credit to Caere 96185 

Scheduled Commercial Banks (Mar 3. 1995) 
Deposit* 364723 

Advance* 199266 

Noe-Food Advances 185987 

Investment* 148226 


btim Numbers rf Industrial 

Weight* 

Prudtttsa (1980-81=100) 

: 

General Index 

100.0 2 

Mining and Quarrying 

11.5 2 

Manufacturing 

77.1 2 

Electricity 

11.4 3 


5229 (f.0) 
2441 (24) 
3012 (0.8) 
2438(1.1) 
3925(1.4) 
57(0.1) 
1588 (0.9) 
972(10) 

2331 (0.6) 
3358(1.7) 
3597(1.9) 
-1308 (-0.9) 


Nvetatte for fi 
1994-95 


70045(16.2) 
17842 (21 7) 
51769(14.8) 
14141 (6.9) 
36142(15.2) 
16983 (31.6) 
29107(21.0) 
-598 (-0.6) 

49591(15.7) 
34848(17.5) 
32476 (2K2) 
15703(11.8) 


seal Year So Fa 
1993-94 


59139(16.1) 
13115(19.2) 
45743 (15.4) 
29157(16.5) 
13831 (6.3) 
18439 (73.9) 
23916 (21.6) 
5088 (5.3) 

43768 (16.3) 
10531 (6.9) 
6028 (4.2) 
28093 (26.6) 


66741 (18.2) 
13925 (20.4) 
51601 (17.4) 
27548(15.6) 
17068(7.8) 
28775(15.3) 
27843(25.1) 
263 (0.3) 

46560 0 7.3) 
124^6 (8.2) 
8272 (5.7) 
26867 (25.4) 


49344(15.5) 
7175(11.7) 
41741 (16.3) 
17975(11.4) 
32141 07.1) 
3726 0 7.6) 
11274 01.3) 
4257 (4.6) 

37814 (16.4) 
26390 (21.0) 
24317(20.1) 
1546007.1) 


51653 0 9.4) 
8050 (15.2) 
43392 (20.5) 
18070(1X9) 
16225 (9.4) 
10645 (100,6) 
11726(12.4) 
5904(6.7) 

38216 09.8) 
9291 (8.0) 
9127(8.2) 
15131 (20.2) 


i _ t a wnm im v pnu. naai i cm rivet nap* _ 

1993-94 1992-93 1991-92 1990-91 1989-90 1988-89 1987-88 


236.5 (8.7) 

2170 (4.1) 

3.0 

2.3 

0.5 

8.4 

8.6 

223.8 (6.71 

209.7 (3,1) 

2.5 

0,5 

0.9 

4.5 

6.3 

228.4 (9.2) 

209a (3.6) 

2.2 

2.1 

3.0 

9.1 

8.6 

304.1 (7.8) 

282.1 (7.5) 

7.3 

5.1 

8.5 

7.8 

10.8 



Capital Market 


Mar 16. 
1995 


1993-! 

Trough 


BSE Sensitive Index (1978-79=100) 3368 

(- 11 - 2 ) 

National Index (1983-84=100) 1641 

M0.2) 


1993-94 1992-93 1991-92- 


3779 2281 4285 ■ 

(65.7) (-46.8) (266.9) 

1830 1021 1968 I 

(79.2) (-48.1) (2M. 1) , 




1992-93 1991-92 


Experts: Rs crore 
US $ ran 
Imports: Rs crore 

USSmn 

No-POL US $ ma 
Balance of Trade: R* crore 
US Smn 


57503 0 6.9) 49182(31.8) 69547(29.5) 53688(21.9) 44012(35.3) 32553(17,6) 

18328 (16.9) 15681 (20.0) 22173(19.6) 18537(3.8) 17866 (-1.5) 18143(9.1) 

63814(23.9) 51477(8.4) 72806(14.9) 63375 (32.4) 47851 (108) 43193 (2X0) 

20339(23.9) 16413 (-1.3) 43212(6.1) 21882(1X7) 19411 (-19.4) 24073(13.2) 

16138(33.1) 12121 (-1.4) 17456(106) 15782 (1X3) 14047 (-220) 18045(3,1) 


(endadag gold) 


MarlO. Marl], M«r31, 
gr Reserves 1995 1994 1994 


Ago Age 1994-95 1993-9* 


1993-94 1992-93 1991-92 1990-91 


t* crate 

63139.0 

44251.0 

47626 X) 

1509.0 

I888X) 

15513.0 

240550 

27430 

5385 

10222 

m 


20438X1 

14124X1 

15176.0 

799.0 

63 MX) 

526X0 

767X0 

m i/IjBl 

HU 

■EEI* 

R1 
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CinaauidMy CuapuMyt d 
Import* and Expert* 1 


_Acr.-Dts.l921 

- _159194_ 

_1992-93 

1991-92 

K*Cr 

US S ma 

KxCr 

1JS S ma 

RaCr 

US Snu 

RaCr 

US Sim 

R* Cr US Sow 

Import* 

Food and live animal* 

chiefly for food 

3405(3.5) 

(114 

1080(2.1) 

344 

155 tat) 

494 

1911(3.0) 

660 

804(1.7) 

326 

Pulxex 

435(0.7) 

139 

177(0.7) 

120 

567(0.8) 

181 

334(0.5) 

115 

255(0.5) 

104 

Caxhewmu taw 

522(0.8) 

166 

222(0.4) 

71 

48J(0.7) 

154 

376(0.6) 

130 

267(0.6) 

10* 

.Sugar 

2231(1.5! 

711 

neg 

Mg 

neg 

neg 

“f 

neg 

neg 

neg 

Crude iwIctmIx. inedible ihI.« 1 

except fuel* 

4676(7.3) 

1490 

3115(6.1) 

993 

4199(5.8) 

1399 

4777(7.5) 

1649 

3268(6 8) 

1326 

Fertiliser crude 

310(0.5) 

102 

296(0.6) 

94 

390(0.5) 

124 

459(0.7) 

158 

4550.0) 

185 

Motallter* ore* and metal scrap 1 5 16(2.4 > 

483 

994(1.9) 

317 

1299(1.8) 

414 

19220.0) 

664 

1175(2.5) 

477 

Mineral fuel*, hihncant* and I 

related material* 

15208(23.*) 

4847 

14721(28.6) 

4694 

19514(26.8) 

6222 

1*525(29.2) 

6396 

14160)29.6) 

5744 I 

Petroleum, crude and | 

product* 

13604(21.3) 

4336 

13646(26.5) 

4351 

18055(24.8) 

5756 

17142(27.0) 

5919 

1312)127.4) 

5323 I 

Animal and vegetable 01 K 1 

fait and waxe* 

44(K0.7) 

140 

124(0.2) 

40 

166(0.2) 

53 

168(0.3) 

58 

249/0 5) 

101 

Chemicals and related product* 

9467(14 8) 

3017 

6723(13.1) 

2144 

92*6(12.*) 

2961 

891304.1) 

3077 

75260 5.7) 

3053 

Organic chemical* 

322'»(5.l) 

1027 

1983(3.9) 

632 

2**2(4.0) 

919 

1171(3.0) 

646 

1361(2.8) 

552 

Fertiliser manufactured 

1646(2 6) 

525 

1544(3.0) 

492 

1988(2.7) 

634 

2023(3.2) 

699 

1591(3.3/ 

645 

Manufactuted gtanl s cl*5*llied 1 

chiefly lay material* 

10262(16.1) 

3271 

10562(20.5) 

336* 

14715(20.2) 

4691 

124550 9 7) 

43(8) 

9193(19 2) 

3729 1 

Pearls. precKHia/.Hcnu- | 

pfCCKW SlOOCS 

1659(4 9) 

1166 

6107(11.9) 

1947 

82*4(11.4) 

2641 

7072(11.2) 

2442 

4825(10 1) 

1957 

Iron and *teel 

24*1(3.0) 

791 

1563(3.0) 

498 

2452(3.4) 

782 

2060(3 3) 

711 

1741(3.6) 

706 

Non-lcrrous metal* 

1 *1*82.8) 

574 

1113(2.2) 

355 

1490(2.0) 

475 

11440.8) 

395 

839(1 8/ 

340 

Capital goods 

13XK(82I 8) 

4424 

10400(20.2) 

3316 

18944(26.01 

6040 

131233 20.7) 

4531 

10432(21 8) 

4232 

Machinery except electrical I 

and electronic 

55X8(8 8) 

1781 

40X1(7.9) 

1301 

6*71(9.4) 

2191 

47860 6) 

165) 

3593(7.5) 

1458 

Transport equipment 

2*12(4.4) 

896 

2073(4.0) 

661 

3<>7.3(5.5) 

1267 

i.33iai) 

462 

9)50.9) 

371 

Project good* 

4119(6.5) 

1313 

3067(6 0) 

97* 

4394(6.0) 

1401 

3701(5.8) 

1278 

3625(7.6) 

1471 

Other* 

6386(10.0) 


4753(i) 2) 

1515 

4430(6.1) 

1412 

3503(5.5) 

1210 

2220(4 6) 

900 

Total 

61814(100.0) 

20330 51475(1(81.0) 

16412 72806(1(81.0) 

23212 

63X75(1(81.0) 

21822 

47851(100 0) 

19411 

Export* I 

IhkxI and live animal* chiefly 

f 










lor Itaal 

8522(14.8) 

2716 

7633(15.5) 

2434 

10770(15.5) 

3434 

80840 5.1) 

2791 

686105.6) 

2783 

Ca*hew kernel* 

953(1.9) 

304 

766(1.6) 

244 

10*2(1.5) 

332 

745M.4) 

257 

67211.5) 

272 

Oil meal* 

1238(2.2) 

394 

1525(3.1) 

486 

2309(3.3) 

736 

1545(2.9) 

534 

921(2.1) 

374 

Marine product* 

2557(4.4) 

815 

1713(3.5) 

546 

2537(3.6) 

809 

1743(3.2) 

602 

1443(3 3) 

585 

Beverage*, tobacco and 1 

tobacco manufacture* 

83(0 |) 

26 

106(0.2) 

34 

136(0.2) 

43 

160(0.3) 

55 

102(0 2) 

42 

(xude materials, inedible I 

oils except lucl* 

1374(5.9) 

107* 

3471(7.1) 

1107 

4048(5.8) 

129! 

2798(5.2) 

966 

.3022(6 9) 

1226 

Iron ore 

904(1.6) 

288 

079(2.0) 

312 

1357(2.0) 

433 

1104(2 1) 

381 

1435C3.3) 

582 

Mineral lucL«. lubricants and 1 

related material* 

1036(1.8) 

330 

982(2.0) 

313 

1248(1.8) 

398 

1379(2.6) 

476 

1022(2. J) 

415 

Animal ami vegetable oils. I 

waxe* and lalx 

319(0.6) 

ll <2 

245(0.5) 

78 

344(0.5) 

110 

162(0.3) 

‘6 

169(0 4) 

69 

Chemical* and chemical product* 55 1 2(9.6) 

1758 

4151(8.4) 

1324 

5973(8.6) 

1904 

41980 8) 

1449 

4146(9.4) 

1682 1 

Drugs. pharmaceutical* | 

and fine chcnucal* 

1767(3 1) 

563 

1409(2.9) 

449 

2014(2 9) 

642 

1333(2.9) 

529 

1 550)3 5, 

62*> 1 

Dye*/iitermeduft(e*Ax»ttl lar I 

chemical* 

1058(1 8) 

337 

826(1.7) 

263 

11500.7) 

367 

958(1.1) 

331 

7610.8) 

317 1 

Ptaxtic and linoleum product* 

968(1.7) 

309 

666(1.4) 

212 

1013(1.5) 

323 

433(0.8) 

150 

276(0.6) 

"2 

Manutaclured products cla**i- 1 

fled chiefly by material* 

31775(55.3) 

10127 

26139(54.6) 

8557 

38851(55.91 

123*6 

30752(57.3) 

10618 

23540(53 4) 

9549 

Leather manufacture* 

1497(2.6) 

477 

1361(2.8) 

434 

2634(3.8) 

840 

2512(4.7) 

*67 

19*4(4.5) 

*05 

Footwear, leather 

1073(1.9) 

.342 

983(2.0) 

313 

1505(2.2) 

480 

1181(2.2) 

410 

1143(2.61 

464 

Clem* and jewellery 

Cotton yarn, fabric*. 

9668(16.8) 

3081 

8743(17.8) 

2781 

12528(18.0) 

3994 

• 

889706.6) 

3072 

675006.1) 

273* 

madeupx, etc 

5005(8.7) 

1595 

3466(7.1) 

1105 

48.37(7.0) 

1542 

19110.3) 

1350 

3203(7.3) 

1299 

Manmade yam. fabric*. 1 

madcup*. etc 

1345(2.3) 

429 

1001 R.0) 

319 

1324(1.9) 

422 

1079(2.0) 

373 

12109) 

.333 

RMO count ind acce**one* 

5180(9.0) 

1651 

4036(8.2) 

1287 

6166(8.9) 

1966 

5156(9.6) 

17*0 

3754(8.5) 

1513 

Capital good* 

5136(1.9) 

1637 

4388(8.9) 

1399 

6232(9.0) 

19*7 

4964(9.2) 

1714 

4054(9.2) 

1645 

Metal manufacture* 

1655(2.9) 

527 

1487(3.0) 

474 

2174(3.1) 

693 

1622(3.0) 

560 

iwi:. 1 ) 

484 

Machinery and instrument* 

1605(2.8) 

H2 

1470(3.0) 

469 

1996(2.9) 

636 

1569(2.9) 

542 

1433(3 3) 

5*2 

Transport equipment 

1670(2-9) 

532 

1272(2.6) 

406 

1*40(2.6) 

587 

1546(2.9) 

5.34 

1224(2.8) 

496 

Other* 

1746(3.0) 

556 

1341(2.7) 

428 

1957a*) 

620 

1192(2.2) 

412 

1125(2.6) 

457 

Electronic good* 

*77(1.5) 

280* 

677(1.4) 

216 

978(1.4) 

312 

615(1.1) 

212 

6540.5) 

265 

Total ■ 57503(100.0) 

fFigure* in hrackot* are perctalagei to total) 

11328 49157(100 0) 

15673 69547(100.0) 

22173 

53688(100.0) 

l*5'7 

44042(100 0) 

1786* 


ota: (i) Supencrip) numeral denote* month to which figure relate*, c g. xwperacript ’ *lan4* for March (til Figure* in bracken are peetrwagc 
variation* over the period specified or over the comparable period of the prevwue year. 
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COMPANIES 


FERRO ALLOYS CORPORATION 

Exports Looking Up 

INDIA’S largest manufacturer of ferroalloys 
and producer of quality steel. Ferro Alloys 
Corporation (FACOR) has l>een in the red 
for the past four years. Rising cost of pro¬ 
duction and stagnant or falling prices in the 
world market, coupled with severe compe¬ 
tition both in Lhe international and domestic 
markets, and lower realisation and heavy 
burden of interest charges amounting to. 
Rs 26.83 crore contributed to the adverse 
situation. The ferro alloys industry suffered 
a blow with the break-up of USSR. Also 
China’s emergence as a l'erro alloy exporter 
further increased competition anddampened 
prices. Mushrooming growth of small units 
has resulted in over-supply and sharp pnee 
cutting. Net sales rose marginally by 0.44 
per cent (Rs 1.33 crore) but operating pro- 
lit fell by 74 pci cent (Rs 20.83 crore) and 
net profit by 106 per cent iRs 10.21 crore). 
Depreciation was lowci by Rs 2.01 crore, 
while interest charges rose by Rs 2.54 cmre. 
Other income was down by Rs 5.71 crore. 
while non-operating surplus rose by Rs 1.18 
crore. Exports and imports fell by 20 percent 
and 22 per cent, respectively. 

Debt-equity ralio fluctuated at 410 per 
cent in 1091 92. 745 per cent in 1002-93 
and 341 percent in 1003-94 Sundry creditors 
to current assets rose by 4 percentage points 
in 1992-93 and then fell by 12 percentage 
points in 1993-94. Growth in inventories was 
down by 17 percentage puints in 1993-94. 
ReUtm on investment" .up by 3 percentage 
points in 10y. vo and then fell by the same 
extent in 1993-94. Net value added to value 
of production rose steadily by 3 percentage 
points in 1992-93 and by 2 percentage points 
in 1993-94. Short-term bank borrowings to 
inventories fell by 11 per cent in 1992-93 
and was 34 per cent for 1993-94. 

Exports are looking up with structural 
changes in CIS countries and economic- 
recovery in Europe and Japan coupled with 
the increasing level of stainless steel 
production which is also irfdicative of likely 
improvement in prices and volumes of trade 
in chrome products in future. Power cut, 
non-availability of suitable raw materials, 
lack of demand for certain products, 
transformer trouble, etc, all resulted in shut 
down of furnaces in 1993-94. During the 
year the captive power plant at Garividi 
generafSd 141.09 million KWH units. The 
production of charge chrome was lower by 
8.8 per cent due to load restriction* and 
trippings by the Orissa State Electricity 
Board and lower power generation by 
company's captive power plant. 

Overall production was higher in the steel 
division. It successfully developed, the use 


of bottom blown converter for making 
stainless steels with dolomite refractories. 
The company expects the cost of production 
to go down with the stabilisation of the 
process, 

Development of process for production of 
medium carbon ferro chrome by blending of 
liquid high carbon ferro chrome and liquid 
ferro chrome, production of manganese 
bearing silico chrome, high carbon ferro 
chrome using 60-70 per cent fine ore, silico 
chrome using briquettes of coke and use of 
limestone briquettes made from rejects in 
ferro manganese operations and use of casta¬ 
ble line ladles in low carbon, ferro chrome 
production were some of the areas in which 
R and D was carried out by the company 

FINOLF.X CABLES 

Growth of Production 

Pune-based Finolex Cables, which is en¬ 
gaged in the manufacture of cables for 
telecommunications, has registered nn 
increase in net profit by Rs 1.52 crore (5 pgr 
cent) and declared a dividend of 5.6 per cent 
for 1993-94. Net sales were up by Rs 5.60 
crore (1 per cent) and operating profit by 
Rs 5.51 crore(10percent). There wasarisc 
in taxation by 8 per cent (Rs 1.10 crore) and 
in interest charges by 55 per cent (Rs 4.40 
crore). though depreciation was down by 17 
per cent (Rs 93 lakh). Other income rose by 
Sperccnt (Rs 1 11 cmre)and non-operating 
income was up by Rs 3 lakh. Exports have 
shown a steady rise in the past three years. 
They rose by 22 per cent in 1993-94. 

Inventories fell by 2.79 per cent. Earning 
per share has shown a steady rise in the past 
three years from Rs 39 in 1991-92 to Rs 44 
in 1992-93 and Rs 46 in 1993--94. Raw 
materials consumed to value of production 
fell by 1 percentage point in the past three 
years. Return on investment rose by 2 
percentage points in 1992-93 and fell by 5 
percentage points in 1993-94. Net value added 
to value of production rose from 20 percent 
in 1991-92 to 25 per cent in 1992-93 and 
29 percent in 1993-94. Sales to total assets 
and sales to gross fixed assets have fallen 
in the past three years. Sundry creditors to 
current assets fell by 20 percentage points 
in 1992-93 and then rose by 1 percentage 
point in 1993-94. Short-term borrowings to 
inventories rose by 9 percentage points in 

1992- 93 and fell by the sameaextent in 

1993- 94. Gross saving to gross capital for¬ 
mation rose by 33 percentage points. Debt-. 
equity ratio rose by 22.perccntage points in 

1992-93 and then fell by 2 percentage points 
in 1993-94. 

Production of jelly filled telephone cables 
went up by over 28 percent and that of light 
dory cable* and power c able* increased about 


EPW Rese arch FotBxhittoa 


18 per cent in kflotqetres and tonnage. During 
the year the company introduced rubber 
insulated cables for welding equipment. The 
increase in output was not reflected fuHy 
in turnover due to lower price realisation 
consequent upon the bearish trend in copper 
prices during the year since normally the 
company’s prices of cables are linked to 
copper price levels. To attain better eco¬ 
nomics, the company shifted its jelly filled 
telephone cable manufacturing equipment 
from its Pimpri works to its Urse works. With 
this the capacity at Urse has been increased 
to 40 lckm though there will he some gap 
before the entire capacity becomes fully 
operational. With the shifting of the jelly 
filled telephone cable manufacturing equip¬ 
ment to Urse, the modernisation plans 
at Pimpri are now to he implemented. 
Negotiations arc also in progress for joint 
ventures for the manufacture of PVC and 
polycarhonalc rigid thermoplastic sheets 
and PVC calendared products. 

Finolex Cahlcs increased its share capital 
to Rs 18.05 crore from Rs 6.48 crore in 
1993-94 by allotting bonus shares and equity 
shares against GDRs and warrant-. 

Research and development on light duly 
and power cables is on to idoi-niy new 
products, impmvc'qualily and redu- e nut, 

SRF 

Capacity Expansion 

SRFhasdone well in 199.3-94 with net sales 
increasing by 11 percent and operating profits 
by 8 per cent Taxation fell by Rs 5.50 crore. 
whi le depreciation and interest charges were 
up by Rs 5.01 crore and Rs 1.34 crore. res¬ 
pectively. Other income was up by Rs 2.31 
cmre and non-operating profit by Rs 2.58 
cmre. A dividend of 30 percent was declared 
for the year against 25 per cent in the previous 
year Exports were higher by Rs 32.88 crore. 

Raw materials consumed to value of 
production showed a steady decline from 
52 per cent in 1991-92 to 50 per cent in 

1992- 93 and 47 per cent in 1993-94. In¬ 
ventories grew by 59perccntagc points. Sales, 
to total asxcLs declined by 31 percentage 
points in 1992-93 and 9 points in 1993-94. 
Earning per share fluctuated at Rs 15 in 

1991- 92, Rs 7 in 1992-93 anL-R* 11 in 

1993- 94Jpvcntorics to sales fell frotit 17 per 
cent in 1191-92 to 16 per cent in 1992-93 
and rose to 23 per cent in 1993-94. Net value 
added to value of production fluctuated 
at 22 per cent in 1991-92, 26 per cent in 

1992- 93 and 25 per cent in 1993-94. Debt 
equity ratio fell by 42 percentage points 
for 1992-93 and rose by 23 percentage 
points in 1993-94. Short-term bank borrow¬ 
ings to inventories fluctuated at 79 per ceni 
in 1991-92,102 per cent in 1992-93 and 92 
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Week’a Cotnpanlea 


(Rs lakh ) 


naociaj Indicators 

Ferro ABaya 
Corporation 

Finales 

Cables 

SRF 

Liadtsd 

Jaipratuufc 

Industries 

Raymond 
Woollen Milts 


March 

1994 

March 

1993 

March 

1994 

March 

1993 

March 

1994 

March 

1993 

March 

1994 

March 

1993 

March 

1994 

March 

199? 

nc/approprintioas 
et Mien 

30593 

30460 

19858 

19298 

23007 

20550 

56971 

50299 

57050 

50107 

alue of production 

30150 

31271 

20024 

19589 

23325 

20547 

56926 

49596 

56872 

52434 

ther Income 

470 

1041 

1397 

1286 

401 

170 

4735 

7045 

872 

662 

ytal income 

30620 

32312 

21421 

20875 

23726 

20717 

61661 

56641 

57744 

53096 

r»w malerials/stures and sparer 
msutncd 

14482 

14358 

12435 

12414 

12342 

11236 

10953 

9547 

18412 

18846 

ther manufacturing expenses 

8704 

8234 

889 

950 

1658 

1383 

13661 

13397 

11645 

10413 

.■numeration to employees 

2465 

2317 

532 

449 

1670 

1382 

2019 

1613 

6315 

5515 

ther expenses 

4261 

4610 

1537 

1585 

2994 

2052 

11531 

9760 

8372 


aerating profit 

708 

2793 

6028 

5477 

5062 

4664 

23497 

22324 

13000 

R7U 

(crest 

2683 

2429 

1226 

786 

2154 

2020 

9966 

9521 

2911 

3201 

rots profit 

-837 

384 

4805 

4637 

3195 

2673 

13361 

12747 

10520 

8710 

epreciation 

1145 

1346 

433 

526 

1376 

875 

3987 

3465 

3744 

3064 

■oft before tax 

-1983 

-962 

4372 

4111 

. 1819 

1798 

9374 

9282 

6760 

5640 

ax provision 

0 

0 

1335 

1225 

50 

600 

3 

0 

2200 

1720 

■opt after tax 

-1983 

-962 

3037 

2886 

1769 

1198 

9371 

9282 

4560 

3920 

'videods 

0 

0 

356 

356 

470 

392 

2905 

1851 

1334 

1026 

gained profit 

-1983 

-962 

2681 

2530 

1299 

806 

6466 

7431 

3226 

2894 

11 ties/assets 
lid-up capital 

1135 

873 

648 

648 

1568 

I56R 

15760 

9416 

3408 

3558 

•serves and surplus 

1875 

706 

10347 

i667 

18527 

15860 

50395 

25949 

20299 

19655 

jng term loans 

10268 

11779 

5240 

4079 

11081 

5660 

42846 

64990 

21251 

16089 

ton term loans 

7858 

4787 

2238 

1775 

6101 

4559 

41979 

8803 

3407 

6076 

f which hank borrowings 

2631 

2726 

514 

630 

5048 

3459 

40439 

5678 

2707 

3576 

mss fixed assets 

2'406 

25075 

9332 

7697 

30823 

25539 

87891 

72729 

46009 

39620 

tcumulated depreciation 

7577 

9.398 

3233 

2814 

7390 

7118 

21050 

17108 

20805 

17239 

ventories 

766! 

7881 

3789 

2845 

5478 

3370 

13412 

9650 

11943 

11210 

atal assels/liabilities 

30946 

28393 

22222 

17305 

43650 

33504 

179832 

132091 

74047 

66403 

silaneon* Ham 

xcisc duty 

494 

'44 

4916 

5071 

3878 

4073 

7540 

6603 

1093 

1076 

ross value added 

5617 

5347 

6307 

5514 

7422 

6244 

21832 

22443 

20434 

17611 

(Hal foreign exchange income 

6743 

8433 

102 

83 

4740 

1452 

1270 

3416 

7357 

4857 

otal fdreign exchange outgo 

2531 

3246 

9919 

5732 

6150 

4374 

1170 

1260 

6754 

4630 

sssdsl and performance ratios 

jmover ratio (sales to total assets) (%) 

98.9 

107.3 

89.4 

111.5 

52.7 

61.3 

31.7 

38.1 

77.0 

75.5 

les to total net assets (%) 

144.7 

167.9 

107.' 

136.2 

61.7 

74.3 

37.7 

46.1 

18.0 

110.4 

ross value added to gross fixed 
isets (%) 

22.1 

21.3 

67.6 

71.6 

24.1 

24.4 

24.8 

30.9 

44 4 

44.4 

:turn on investment (gross profit 
total assets) (%) 

-2.7 

1.4 

21.6 

26.8 

7.3 

W 

74 

9.7 

14.2 

13.1 

oss profit to sales (gross margin) (%) 

-2.7 

1.3 

24.: 

24.0 

13.9 

13.0 

23.5 

25.3 

18 4 

17 4 

peraling profit to sales (%) 

2.3 

9.2 

30.4 

28.4 

22.0 

22.7 

41.2 

44.4 

22.8 

23.4 

ofit before tax to sales (%) 

-6.5 

-.3.2 

22.0 

21.3 

7.9 

8.7 

16.5 

18 5 

11.8 

11.3 

ix provision to profit before tax (%) 

0.0 

0.0 

30.5 

29.8 

2.7 

33.4 

0.0 

0.0 

32.5 

30.5 

ofit aftertax to net worth 
:tum onequity) (%) 

-65.9 

-60.9 

27.6 

.34.7 

8.8 

6.9 

14.2 

26.2 

19.2 

16.9 

vidend (%.) 

0.00 

0.00 

55.00 

55.00 

30.00 

25.00 

20.00 

20.00 

40.00 

30.00 

sming per share (Rs) 

-17.78 

-11 28 

46.87 

44.54 

11.28 

7.64 

5.9' 

486 

133 48 

109 22 

ook value per share (Rs) 

26.8 

18.3 

169.7 

128.3 

128.2 

till 

42.0 

37.6 

695.6 

652.4 

E ratio (based on latest and 
ineaponding last year’s price) 

-2.9 

0.0 

8.9 

0.0 

11.5 

00 

11.6 

109 

1.8 

0.0 

ebt-equity ratio (adjusted for a 

valuation) (%) 

341.1 

*746.0 

47.* 

49.1 

.'.55.1 

32.5 

64.8 

183,8 

89.6 

69.3 

soil term bank borrowings to 
jentories (%) 

34.3 

34.6 

13.6 

22.1 

'92.2 

102.6 

301.5 

58.8 

22.7 

31.9 

indry creditors to sundry debtors (%) 

208.2 

265.5 

52.6 

49.7 

47.7 

40.3 

19.7 

144 

66.8 

57.2 

stal remuneration to employees 
groat value added (%} 

43.9 

43.3 

8.4 

8.1 

22.5 

211 

9.2 

7.2 

30.4 

31.3 

Jtal remuneration to employees 
value of production (%) 

8.2 

7.4 

'.7 

2.3 

7.2 

6.7 

3.5 

3 t 

111 

10.5 

toss fixed assets formation (%) 

1.3 

9.9 

21.2 

52.5 

20.7 

75.2 

20.8 

11 ^ 

16.1 

10.7 

towth in inventories {%) 

-2.79 

15.32 

33.18 

51.01 

6155 

3.95 

38.48 

18.90 

6.54 

24 '4 
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per cent in 1993-14. Sundry creditors to 
current assets fell by 12 percentage points 
in 1992-93 and rose by 1 percentage point 
for 1993-94. Exports to sales rose from 2 per 
cent in 1991-92 to 7 per cent in 1992-93 to 
20 per cent in 1993-94. 

Production at the fluorochcmicals division 
recorded a 57 per cent growth while die 
industrial synthetics and industrial fabrics 
division operated at 100 per cent of the 
capacity despite surplus production by the 
industry. Revenues from nylon lyre cord 
sales in the domestic market formed only 42 
per cent ot total sales, thus demonstrating 
that the company ’ s revenues and profi lability 
were not dependent on any particular seg- 
menton business. The expansion ofcapacities 
at the Madras and Trichy plants have bcco 
completed and so has the construction of 
ophthalmic Iwsjscs and cli loro methane plants. 
A plant tor processing synthetic industrial 
yarn into lyicvoixl tabncs is I icing set up ai 
an invesimenl of S 25 million at UAH. The 
project is to he implemented by the com¬ 
pany's wholly-owned subsidiary, li is to go 
into production by ihe third quarter of 1995. 
The plant is to cater to the demand for 
lyrecord fabric in west Asia. Africa and 
Europe. SR Hntcruational became a wholly- 
owned subsidiary of the company in April 
1994 willi an investment of S 50.000 to 
promote international trade. Trading 
companies are being set up in Dubai. 
Mauritius amt South Africa 

t.AlPRAKASH INDUSTRIES 

Lower Margins 

The Delhi-based construction and cement 
giant, Jaiprakash Industries, has registered 
mixed performance in 1993-94. Though net 
sales showed improvement by 13 per cent 
(Rs 66.72 crore). operating profit wax up by 
5 per cent (Rs 11.73 crore). and net profit 
marginally by 0.96 per cent (Rs 89 lakh). 
Taxation was up by Rs 3 lakh, depreciation 
by Rs 5 22 lakh (15 per cent) and interest 
charges by Rs 4.45 crore (4 percent). Other 
income was down by 32 per cent (Rs 23.10 
crore) and non-operating by Rs 1.14 crore. 
AUthishadadampcningcffectonthcmargins 
of the company. A dividend of 20 per cent 
was declared for the year. 

Debt-equity ratio showed a sharp decline 
in the past three years from 261 percent in 

1991-92 to 183 per cent in 1992-93 and 64 
per cent in 1993-94. Short-term hank 
borrowings to inventories rose by 2 
percentage points jn 1992:93 and then by 
243 percentage points in J993-94. Sundry 
creditors to current Assets fluctuated at 11 
per cent in 1991 -92. 8 per cent in 1992-93 
and 9 per cent in 1993-94. Sales to lotalaxsctx 
fluctuated at 35 per cent in 1991 -92,' 38 per 
"cent in 1992-93 and 31 percent in 1993-94. 
Sales to gross fixed assets rose by 8 percentage 


points in 1992-93 and then fell by 5 percen¬ 
tage points in 1993-94. Raw materials 
consumed to value of production was steady 
at 3 per cent for the past three years. Return 
on invextmentaficr being steady at 9 per cent 
during 1991-9.3 fell by 2 percentage points 
in 1993-94. Earning per share has been 
fulling from Rs 11 in 1991-92 to Rs 9 in 

1992- 93 and Rs 5 in 199.3-94. 

The company completed its construction 
work at Chamera dam in Himachal Pradesh 
and the ruising of l.akliyu earth dam for the 
Kudremukh Iron Ore Company in Kamutakii. 
The works at other projects, vi/„ Sardar 
Sarovar (Narmada Project) inGujarat, Indira 
Sugar dam and power house in Madhya 
Pradesh. Nathpa-Jhakri power house in 
Himachal Pradesh are progressing as per 
schedule. The work at the Iraqi Basrah 
xe weragescheme, in its thirxlxtage. remained 
suspended due to the pending of .settlement 
>1 outstanding issues. The cement division 
did well with capacity utilisation increasing 
by 13.53 per cent. The company, to ensure 
uninterrupted power supply, has added a 
2x6 MW 1X5 sets thus increasing captive 
power generation to 41.4 M W. J uiprakash's 
SupcrplusJaypccCement continues lobe the 
market leader in UP and MP. and has now 
an increased share in Bihar. The Jay pee 
Bela cement unit with an annual capacity 
of 1.5 million tonne is under progress. The 
hotel division's deluxe holiday resort, the 
Residency Manor, situated in Musxnorie. is 
nearly complete and a decision on the sale/ 
least- of it is yet to lit- taken. The international 
convention ccntre-cum-holel at Agra under 
arrangement with Jaypce Hotels is expected 
to become operational in early 1996. The 
implementation of the 300 MW Baspu-II 
hydro electric power project is in progress. 
The company has also bagged die contract 
for the implcmcntationof die400 MW V ishnu 
Prayug hydro-electric power project and the 
900 MW Kunvhan Wangtoo hydro-electric 
power Project. With the objective of con¬ 
centrating on its hydro-electric projects, the 
company decided to scrap its plans to set up 
a 1 million tonne steel project. 

RAYMOND WOOLLEN MILLS 

New Textile Unit 

Raymond, the flagship company of the 
Vijaypat Singhania group, has done well in 

1993- 94 after a lean performance in the 
previous year. The textile divirion did well, 
maintaining its market leadership. This 
division accounts for two-thirds of sales. 
Demand for Lbc product was high in the 
market. The Engineers Steel Files Division 
continued to be the leader in its range of hand 
tools, in both domestic and export markets. 
The division's efforts to diversify export 
markets proved effective. The Thane and 
Ratnagiri plants of the Files Division earned 


the distinction of being die First Indian files 
manufacturing plant (oobtain the I SO-9002. 
The cemcntdi vision suffered from xhig-gixh 
market conditions and also its operations 
were disrupted during the third quarter by 
industrial relations problems. These were 
coupled with frequent power failures and 
non-availability of wagons. 

Net sales were up by 13 percent {Rs 69.43 
crore), operating profits by 11 per cent 
(Rs 2.99 crore) and net sales by 1'6 per cent 
(Rs 6.40 crore). Taxation was up by 27 per 
cent (Rs 480 crore), other provisions by Rs 
10 lukh. depreciation by 22 percent (Rs 6.80 
crore), while interest charges fell by 9 per 
cent (Rs 2.90 crore). Other income was up 
by 31 per cent (Rs 2.10 crore), and non- 
operuting profit by 105 per cent (Rs 2.21 
crore). Exports were up by 51 per cent for 
ihe year: export- to >j|c* ratio has shown 
a steady ri* tom 6 percent in 1991-92 U« 
9 per in. in 1992-93 and 12 per cent in 
199.3-94. Debt-equity ratio fluctuated from 
79 per cent in 1991-92 to 69 per cent in 

1992- 93 ami89percent in 1993-94. Short 
term bank Nirvowingx to inventories rose by 
14 percentage point* in 1992-93 and fell hy 
9 percentage points in 1993-94. Sundry 
creditors locurronl assets fell by 2(icrcenlagc 
points in 1992-93 and rose by .is much n\ 

1993- 94. Earning per share fluctuated at 
Rs 107 in 1991-92. Rs 109 in 1992 93 and 
Rs 1.33 in 1993 -94. Net value added lr value 
of production fell by 3 percentage point* in 
1992-93 and rose by 2 (lercentage points for 
199.3-94. Growth in inventories fell by 23 
percentage pofnlx. The company undertook 
doubling of capacity of the Chhindwara 
textile unit. A new textile unit incorporating 
state-of-the-art equipment is being esta¬ 
blished at a green field site to manufacture 
initially 5 million metres of high quality 
worsted suitings. This is to gointooperation 
in 1996. The cost of the project is estimated 
at Rs 260 crore. Work commenced on llte 
plant to manufacture cokl rolled steel slips/ 
sheets and silicon steel sliccts with an in¬ 
stalled capacity of 1.50.000 MTA at 
Wadivarhc near Naxhik. The company ha* 
finalised technology transfer agreement with 
Allegheny Ludlum Corporation. Pittsburgh. 
USA. the world leadens in manufacturing 
high quality alloy steel. The plant entailing 
a capital outlay of Rs 183 crore is expected 
to be commissioned in the later part of 1995. 

R and D work was undertaken in area* 
relating to the use of exotic fibres, fibre 
blends and development of new yarns ami 
new fabric finishes. The textile division* 
incurred an expenditure of Rs 171 lakh Tor 
its K and D activities. The files division' 
devc kiped new products for its ex ports matin 
and the cement division has installed ‘Lett/ 
(Vdurixed Optical m&oxcopc to study clinker 
morphology and gram structure, which lis* 
helped the division achieve better clinkcri 
xatkw and also improved clinker grindabilit) 
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NEW DELHI 

Selling Shoddy Goods 

BM 


Manmohan Singli’x budget speech this year was indeed an advertiser’s 
copy - long on rhetoric and short on substance - for shoddy goods 
wrapped in attractive populist proimsals. 


THE budget for 1995-96 is a desperate 
attempt to postpone the day of reckoning in 
the lost year of the tenure of the government 
headed by Narasimha Kuo. Populist-elector¬ 
al considers Urns and short- term expediency 
have been its guiding principles rather than 
even its own jxilicy commitments. It is not 
without gixxl reason that even the commit¬ 
ted present-day economic ‘reformers' are 
disillusioned with their chosen leader 
Manmohan Singh, (he union finance mini¬ 
ster. on whom (hey had placed gteal con¬ 
fidence to push ahead with their so-called 
reform agenda m spile of the grave political 
set hack lor the ruling party in the wake of 
the resounding electoral reverses A sect ion 
of the media has. Itowever. commended Singh 
for opting for ‘wiser marketing tcchuit|ucs' 
In sell his fifth budget in (he Indian mutket 
and turning into.i ‘dreammerchant' instead 
ol being a 'technocrat' rclyinc on ‘pinsaic 
facts ami outlays’ to make a reasoned c .oe 
for his reform policy and piogr.iinincs 

Singh’s Ixidget speech this ycarw as indeed 
an advertiser's copy, long on rheloiic and 
short on substance, for the sale ol shixldy 
goods wrapped in attractive populist 
proposals He waxed eloquent on the 
achievements of Ins budgets lor the last lout 
years and I elated them to criteria in Icons 
merely ol iveovery Irom the economy m 
crisis in 1991. The tael is that the economy 
is sitII on slippery ground and the danger 
ol a relapse into crisis even bigger Ilian that 
in 1991 cannot Ik ruled out. He has Indued 
budget figures in the past also; this, however, 
has bceome glaring and widely noted in the 
budget for 1995-96. 

hcomunic growth may have recovered to 
5 1 per cent in 1994-95 Irom less than I per 
cenl in 1991-92. But this has come about 
from already established production 
capacities in the economic strucluic. Since 
investment has admittedly remained sulxlued 
during the last four years, the economy has 
not returned to the growth path on a steady 
and suxtainablc basis as was pi nmised would 
Ik achieved in a pctitxl of 11 tree years after 
the so-called structural adjustment pro¬ 
gramme. Worse still, fiscal correction has 
eluded Singh and stvial services lor the 
mass of the people have visibly deteriorated. 
Reduction in fiscal deficit was given the 


highest priority in the official reform agenda 
inmid-1991 when the Ruo government was 
formed and embarked on the IMF/World 
Bank adjustment strategy. There has, 
however, been sharp slide hack in regard to 
drastic cuts in fiscal and revenue deficits ot 
the government as originally planned and 
attempted in the first two years of the 
implementation ot the structural adjustment 
programme This had its own deflationary 
consequences lor the economy resulting in 
rising levels ol unemployment, poverty and 
deterioration in social services. Sub¬ 
sequently. Iiscal dcticit was allowed lo go 
up in 199.1-94 as high as 7.1 percent of C DR 
as against the target of 4.5 per cent. It has 
exceeded the target of 6 per cent set for 
1994-95 .util has. according to tiro estimate 
ol the finance minister risen to 6 7 percent 
but lias Ixren ac lually 7 .1 percent. Thensing 
levels of fiscal deficit have been accepted 
on the ground that this would give the Rao 
government some i«xmi for manoeuvre in 
the midst ol the turbulent political and soi ia) 
conditions m India that had ansen in 1991 
Bin. side bv side, the government had to go 
quite tar oil cuts in a wide variety of rales 
ol taxation, duvet aiul indirect, especially 
customs duties to comlorl the middle and 
uppet classes and lacililate the entry ot 
foreign capital, gvxxls and services on 
preferential icuns into the Indian market a> 
partol its globalisation commitments The 
assumption, which has toilified hv the 
campaign of the votaries ol the economic 
iclorms. both inside the country and from 
abioad. (hat investment in private domestic 
sector and direct foreign investment could 
he relied upon as the necessary safety net' 
lor llw economy to (unction and grow is. 
however, turning out lo he phoney. Totallv 
lacile. indeed deceptive, has lurned out to 
Ik the claim that Once responsibility lor the 
development ol industry and material 
infrastructure has been passed Irom 
’inefficient’ investment in the public sector 
lo the more ’efficient’ private business 
enterprise. Indian and foreign, economic 
growth will pick up and financial resources 
of the government would be released lot 
si via I welfare such as education, health, 
agriculture and poverty alleviation. It is no 
longer possible to hide the fact that while- 


public investment has been drasUcally cut 
private business, domestic and foreign has 
not stepped it up. foreign investors, except 
in a few selected areas where very large 
investment was not needed, entered into a 
large number ol menu -randu • >f under* landing 
on long gestating projects involving nub 
sumtidl investment lo bargain lor lucrative 
terms rather than make investment The result 
has been that large lags in mtra.tnieluial 
facilities have appeared and impulses for 
economic, especially industrial, growth have 
been crippled Side by side. social services 
have suffered gravely. It is not lortuitous. 
therefore, that inflationary pressures have- 
reasserted and the growth objective has 
receded. 

It the official policy has .settled tor a fisc al 
deficit at around 7 per cent CiDP lor a 
long span of time, ihc moic worrying point 
ts the rising levels of revenue deiii.il. which 
has doubled over the pcrnxl <•! lour years 
of the Rao government It vveru up Irom 
Rs 11.6X4 etine in 199* 94 Ks Vg.VK) 
crore in 1994-95 revise! estimates which 
exceed llie budget estimate lor the year by 
as much Rs 6.492 crore. The midget exmnatc 
of revenue delicti ol Rs 1.5.X21 crore is 
clearly a gross underestimate md is likely 
toexccedby u laigc margin .Singh has again 
re sort cd toihc que si louahlcvv ay o| not taking 
into account losses oi account ol his give¬ 
away s and has hliihciy i" , .inic,l dial k >s»cs 
ol revenue Would be 1 ox civil by lielte! 
compliance I >s I..X pavers ai.d contiol ol 
expcl'.dlluie TliesC arc loluliv umealislic 
assumptions. The tact i' that Sing It has been 
unable as well as unwdung to adivpl policies 
and take me asures which nld up to a credible 
fiscal consolidation strati-gy. Tl.e revenue 
itclie it has sicaihly gri »' •! and i- lar ir.otv 
sin idled that was it! 199! 92 

TIk finance minister has been c.wnpii- 
minted m sonic qual'crs lot tliL success ot 
the policy ■>! mixlerate talcs • ! taxation to 
raise moic ivvenue lot tin jow'iimcnt. 
especially in ie<|X.ci ot dues! laxt-s which 
have shown impie»stve huexancx in 
1994-95 Tliis is lo he attributed :o the. high 
pi ofits earned by the corporate sector during 
this year and the one time ptekmgson account 
ot profits Irom whai is called the scam 
money’ Whether buosanev m dues) tax 
revenue is a trend ami will be sustainable 
is yet tohe seen. But the piomiscof widening 
the social base of direct taxes is still to be 
tealised The IanJcd gentry \ 1 hum for liU.il 
exemption ftom any direct tax liability 11 
still in fotxx:. The pr<ilcssionak atcdemanding 
further raising of the duvet lax exemption 
limits iti their pays and perk' which haw 
gone updramatieally Tlic scheme for taxing 
pivsumed income* of small traders and those 
engaged in services and duvitlx -in those 
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with access to a variety of aerv ices has really 
not taken off. The demand for the dilution 
of the principle of progression in direct taxes 
by steeply lowering the marginal rate for 
high income and wealth brackets has. 
however, become overwhelming with the 
Chclliah Committee giving it the veneer of 
economic wisdom. This applies as much to 
indirect taxes on commodities and services 
as well so that resources that the government 
can raise by taxation is tending to be 
circumscribed and its ability to meet 
expenditure claims has become severely 
limited resulting in large revenue and fiscal 
deficits. The talk by some commentators of 
a major, even ‘historic’, shift away from 
indirect taxes and in favour of direct taxes 
in the total revenue of the government is 
indeed premature and an exaggerated view. 
In spite of the rise of ifevenue from direct 
taxes on incomes and wealth in 1994-95 to 
40 per cent of total tax revenue, it is not 
possible yet to assert that this proportion will 
. hold over time or that a trend in this direction 
has been established. The direct tax net still 
ioversavery small segment of the population 
and yields only a small part of the national 
income. Though there is loud talk of the 
need to reduce high rates of direct taxes to 
improve tax compliance and widen the social 
base of taxation, progress in either direction 
so far is slow and fitful. The seemingly high 
rates of direct taxes do not take into account 
the plethora of exemptions for tax payers so 
that there is wide scope for evasion and 
avoidance of tax-liability making the 
effective rates qui tc low. Addi tional exemp¬ 
tions have been announced for direct tax 
payers in the budget for 1995-96. 

Tlic budget for 1995-96 is supposed to 
have as its central thrust reduction in thc 
inflation rate and push forward economic 
growth with the industrial sector play ing the 
leading role. The cuts in customs duties are 
supposed to provide cheaper inputs for 
industrial production and in excise to bring 
down the prices of industrial goods and 
boost their sale in themarket. These measures 
are proposed to be combined with releases 
of ftxxlstocks in the open market and the use 
of exchange reserves directly to import 
articles of essential mass coasumption wh ich 
may be in short supply in the market. 

These mcasuresmay appear to be plausible 
for attaining pnee stability as well as promote 
growth. But doubts are cast on theirefficacy, 
considering the overall macro-economic 
context in which they have been initiated. 
Jheyawning fiscal deficit, the large revenue 
deficit left uncovered and the relentless 
expansion in money supply are bound to 
have a severe inflationary impact. The pro¬ 
duction facilities have remained static for 
want of investment, especially investment 
(n the public sector over ax long as five year*, 
and this will be ma|or constraint cm the 
Supply side of the economy. It is a facile idea • 


that the foodxtocks and exchange reserves 
provide enough cushion to contain the 
inflationary pressures and case the supply 
constraints in selected areas and facilitate 
the realisation of stability as well as growth 
objectives. 

If agricultural production has not sharply 
declined in recentyears, it is because of good 
monsoons for seven years in a row. But to 
let hope overwhelm prudence is not a sound 
or sensible approach. The endogenous 
growth potential of the agricultural sector 
has actually suffered because of declining 
public and private investment. The situation 
in this regard has further deteriorated ns a 
result of so-called financial sector reform. 
The resultant lower availability of insti¬ 
tutional credit to agriculture, if combined 
with drastic cut in subsidies on farm inputs, 
is bound lo affect agricultural growth. The 
consequences can he disastrous in the event 
of a bad monsoon year and measures must 
be initiated to guard against ibis. The finance 
minister in making the budget for 1995-96 
blissfully ignores this obligation. This only 
compounds defaults on the part of the union 
minister of agriculture. 

There ismuch drum-beating about revival 
of industrial production in 1994-95. The 
majorcontri button to the growth of industrial 
production hax. however, come from the 
automobile sector and consumer durables. 

- That output of consumer durables has grown 
is of interest to the upper and middle classes 
but the production of consumernon-durablcx 
and essential items of mass consumption - 
among them, cotton textiles - is still 
extremely inadequate. Capital goods have 
shown impressive growth, which is welcome. 
But this too has come from commercial 
vehicles, with output of medium and lieavy 
vehicles growing steeply. The sustainability 
of industrial growth will, however, depend 
on how broad-based it is and how wide¬ 
spread is the effective demand for industrial 
products. 

The biggest default on the part of the 
government and a policy direction directly 
linked to the IMF/World Bank structural 
adjustment programme is the sharp decline 
in the government’s capital expenditure. It 
is now proposed to be hardly 21 per cent 
in 1995-96 of the total government expen¬ 
diture as against 37 per cent in 1985-90 and 
33 per cent in 1992-93. The government 
has given up its role in industrial develop¬ 
ment. The idea that this task will be carried 
out by private enterprise, especially 
transnational corporations, has been found 
to he misplaced so far and is likely, in the 
eventof it persistence, to becomedangerous 
not only for the economy but also the polity 
of India. 

The prime minister has been very 
vociferousinlhe past otrfinancial allocations 
of the government for rural development, 
employment schemes and anti-poverty 


programmes as part of has middle path’ 
strategy. The finance minister has tried 
faithfully to go by the prime minister's 
direction in the making of tbc'budget for 
1995-96, the election years. However, be 
thought it prudent to caution that “we cannot 
simply spend our way into prosperity”. 
Narasimha Rao. in his first statement after 
the presen tatibn of the budget loudly claimed 
that ‘benefits’ had been spread all around 
which is what populism in economics and 
politics is ail about. The fact, however, is 
that the government’s financial allocations 
have been increased from a very low base 
in 1992-93 and have been made in the context 
of the overall decline in the rate of increase 
of development expenditure of the 
government. They have barely compensated 
for inflation so that the allocations in real 
terms have remained stagnant. Though 
competition in population is gaining ground 
in all political parties over whatever reform 
commitments they may flaunt, the entrenched 
vested interest and the bureaucracy still will 
not let any radical departure from the 
established structures and norms for the flow 
of financial resources that are ostensibly 
earmarked for poverty alleviation, rural 
development or social services. 

Human resource development, employ¬ 
ment and poverty alleviation have hardly 
received meaningful attention in the budget. 
While there may be pompous declarations 
by tlieprime minister or the finance minister 
about promoting education and health or 
poverty alleviation, any significant increase 
in their share as a proportion of total public 
expenditure has again been side-stepped. 
All that has been attempted is a rearrangement 
in the allocation of always scarce and lately 
gravely stretched budgetary resources for 
social services. As for going back to com¬ 
mercial hanks for financing anti -poverty and 
welfare, programmes there is something 
phoney about the government policy of 
eliminating whut is called ’directed’ credit 
as a basic requirement lo its tlnancial sector 
reforms. It may not be misplaced for the 
votaries of reforms lo fear that this would 
mean more bad loans, more non-performing 
assets and more budgetary support through 
intermediation of financial institutions or to 
suspect that this is all window dressing for 
the coming elections lo the Lok Sabha and 
ways would be found for tbc bureaucratic 
'processing' of the budget proposals in the 
time-honoured leisurely fashion so as to 
ensure that none of these proposals are really 
implemented except to arrange benefits 
selectively for a few till the elections arc 
over. After all. the selling up of the National 
Minorities' Development and Financing 
Corporation was announced by the prime 
minister on independence day. 1993 and 
Manmoban Singh has in budget speech for 
1995-96 declared that it would enjoy from 
next year exemption from uicome tax. 
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the budget 

Tax Reform on Hold? 


The 1995-96 budget proposals fail to advance the objective of moving 
towards a simpler, fairer and less distortionary tax system that the 
finance minister professes to pursue. _ 


DESPITE all the brave talk of better 
compliance making up for the likely revenue 
cost of tax concessions and distrust of 
conventional methods of calculating the 
revenue impact of budget changes, the 
finance minister has, very wisely, not gone 
along with I aifferites who would like loha ve 
the maximum rates of income lax. both 
personal and corporate, brought down to 30 
per cent if not lower. The fact of the matter 
is that, after slashing the customs and excise 
tariffs on a wide front, the finance minister 
simply could not afford to take further risk 
with his revenue. But there arc sops to keep 
the taxpayer happy Eirst. the rise in the 
exemption limit for personal incornelax and 
1 the relief under section SOI,, and then the 
specification of laudable charities and 
investments that will earn ItM) per cent 
deduction from taxable income Not that the 
list is very long nor are they unknown to 
Indian income tax. Only, they sound 
somewhat discordant against the philosophy 
that was put forward as the cornerstone ot 
the reforms on the lax front which were 
initiated three years ago 
A basic tenet that has guided our tax 
relorms. as those of many other countiics 
in recent years, has been 'widen the base, 
teduce the rates'. The aims ot equity, 
efficiency and simplicity ate served best, u 
is argued, when the base ot the tax is 
comprehensive. Ik it income or consump¬ 
tion. Eor that levels the playing held and 
makes for simplicity by avoiding the pitfalls 
and consequent complexities ot the law 
that invariably accompany preferential 
dispensation for selected sources or uses of 
income or. when the base happens to be 
consumption, f< >r part iculurcom rmxli t ics and 
services in the consumption basket A wide 
base also lends buoyancy to revenues at rates 
that go down belter with the public. The 
conceptual framework underlying the 
rccommcnduiionsofthcChclIiuhCommilicc 
was also anchored avowedly in the ck xtl ine 
of 'wider base and lower rates’ 

Unlike in countries where similar reform 
hiLS taken place, however, base widening has 
not been pursued by our government with 
the same conviction as cutting the rates. 
While some of the hefty ones among the 
incentive provisions in the Income Tax Act 
have been done away with, a good many stil I 
remain on the statute book and quite a few 
new ones have streamed in even after the 


proclamation of the reform*. Witness, for 
instance, sections 35AC, 35CC. 35CCB. 
801). 80G, 80GGA, KOHHB. 80HHC, 
80HHK, 80JJ. SOL. 800, SOP, 80Q, 80QQA, 
80R. 80RR. 80RRA and 88, not to mention 
the odd package wrapped in section 10 with 
some 30 subsections. A few of these, no 
doubt, serve to refine the measure of taxable 
income by allowing for the costs of earning 
but many go well beyond what income 
accounting perse would call for. As is well 
known, lax incentives arc a wasteful and 
inefficient instrument for promoting social 
or economic goals and once in they arc 
difficult to expurgate That is why expert 
opinion disapproves of the use of the tax 
law s for lion-tax purposes. Tills vcur's budget 
proposals in the area of direct luxes do not 
quite advance the aim of moving towards 
a simpler, fairer and less distortionary tax 
syslcm that the finance minister professes 
lo pursue 

True, many ot ihe refoim measures were 
taken in the initial years and there is a 
notable slep in this year's hmlgel to help 
better enforcement. v»/. the proposal to 
extend the requirement ot TILS to several 
new income" payments. (One hopes the 
finance minister will no! succumb lo the 
powcrful pressure lo withdraw the proposal. I 
Vet. quite a few ot the significant recom¬ 
mendations nt theCliclliah Committee still 
remain ignored and llu-spini undcrly mg the 
reforms seems missing in this budget For 
instance, the budget pioposcs lo exclude any 
bul die small industries Irom the benefit ol 
lax holiday lor open ling Irom backward 
areas bul Ihe impact ol ibis abridgement of 
(lie lax holiday, which in any case lias no 
place in the new philosophy, gels undermined 
w hen in the same bicaih Ihe finance minister 

proposesilscxlcnsionloncw sectors While 
mfrasliuclurc is unquestionably a priority 
aica. is lax remission a cost effective way 
to ailr.u .1 private investment in roads and 
polls ' 1 Insofar as they are meant to attiacl 
foreign investors, the benefit would go 
probably to (Ire exchequer in their home 
countries. Besides, once the tax system is 
allowed lo be uxed to favour a particular 
sector, pressures invariably build up from 
others for similar treatment. That lesson 
does not seem to have been taken seriously 
by our policy-makers, It would have been 
more consistent with the scheme of reforms 
and perhaps liked more by the business if 


tbetax rates were reduced while going further 
along towards a truly comprehensive base 
by removing the existing incentives and 
bringing under taxation ati ingredient* of 
economic power like fringe benefits of 
employees in all sectors, public and pri¬ 
vate. as recommended by the Cheliiah 
Committee. If savings arc to be promoted, 
the right course would have been to follow 
the Cheliiah Committee’s prescription to 
link tax benefit to net saving made in a 
year, rather than to the amount* pul in ihe 
eligible instiuments. irrespective of 
withdrawals 

Base widening in icrms ot gelling a larger 
proportion of the population m the tax net 
also suffers when ihe threshold lor personal 
income tax is raised from Rs 35.000 to 
Rs 40.000 Perhaps a million taxpayers 
would go oul of the net simply because of 
this. If allowance is made for the price rise 
(hat has taken place ui the Iasi one year the 
revision of the exemption limn does not 
seem to he unreasonable, although it can 
he readily seen that the rise goes beyond 
whal is required for indexation Besides, 
as the finance minister him sell noted in his 
budget speech, together with the other 
deductions available ihe level at which 
incomes truly become taxable is as high 
as Rs 68.000. This is more than seven 
limes ihe cslimalcd per capita income in 
India for the coming year, an unusually 
high threshold even hs poor country 
standards Whetlier belter administrata wean 
make up forthe concessions and Ihe mc-omt 
taxes i an maintain ttveir present revenue 
buoyancy despite these dents will no Joubt 
he the ultimate test of bow sound the strategy 
ha< bcen. 

In mdire-s t taxes rctorms seem to be going 
ahead. It must be acknowledged dial the 
customs undexcise structure look very much 
sitnplerandrationalthanbeh'rc Buimove* 
toward a wider, rational tax structure still 
(alter The promise ol lowering Ihe cuMisms 
tariff has been faithfully fulfilled and 
some of the irritants in the application >4 
M<)I)V,AT hjve been removed Bui rate 
culling has not been matched by base 
widening to the same extent Sc i s ice* by and 
large remain outside ihe lax net The finance 
minister lias chosen to ign.«ic' the likely 
revenue loss of alx nil Rs 1.5(hi V iore. again 
bv casting dixrbt on die soundness of tbc 
soiivcntinnalc.ilculatiiinsinthisiegard (»ne 
biipes he proves righl Even it he docs, ihe 
revenue would need log row ai a much faster 
rate than postulated in the budget it the 
ground Kwi inthe first threeyeaisot reform 
is lo he retrieved 

Granting that lowering ot customs lanlt 
is an Integra} part ot siructtit.d adiustmcnl 
programmes seeking liberalisation, the 
standard prescription lor the exchequer to 
make up l*v (lie tall in revenue that results 
is to turn more to taxes on d.*mcsiK income 
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and consumption. Since taxation of income* 
cannotpossibty be that productiveof revenue 
in a developing country attention baa focused 
more on de viaing a system of tax ing domestic 
trade that fetches the required revenues 
without being needlessly distortionary. It is 
in this context that the value added tax has 
figured so prominently in the reform agenda 
of all countries going through structural 
adjustment of their economies. 

It is pertinent to point out that even with 
the surge in direct taxes the ratio of the 
centre's gross tax revenue to ODP remains 
at about 9.8 per cent, down by nearly 1.5 
percentage points compared with the pre- 
Tcfonn level. The decline that came with the 
(drop in revenue from indirect taxes is yet 
Vo be made up. Direct taxes have helped to 
recover the lost ground only by 0.6 percentage 
points. There is no way this can be made 

TRIPURA 


SINCE the beginning of the 1980s and 
particularly since 1991 India has embarked 
on a policy of liberalisation of itx external 
economy giving incentives to boost exports 
and removing restrictions on exports, 
reducing tariff rates and eliminating 
quantitative restrictions on imports opting 
for full convertibility of the rupee on the 
trading account and encouraging foreign 
investment and technology transfers. 

What has been the impact of external 
liberalisation on a small backward state in 
the north-cast Tripura? Quite a lot has l>ccn 
written on the impact of external liberalism ion 
on the Indian economy as a whole hut to 
the best of any knowledge, studies relating 
to the impact of external liberalisation on 
the economy of individual states especially 
of slates situated in north-east India are 
conspicuous by their absence. 

Tnpura is a small land-locked slate in 
north-east India which has a 839 km long 
border with Bangladesh. Roughly two-thirds 
of the total area of the state is hilly so that 
there is a shortage of land suitable for 
growing foodcrops like plainland rice. 39 
per cent of the total land mass of the slate 
has heendeciared as 'reserved forests’ and 
cannot therefore he used for other 
de ve lopmcntaJ purposes. The demograph ic 
picture of the autc reflects the uninterrupted 
influx from across the border that has 
radically aliened the demographic balance. 


.up without an all-embracing lax on 
consumption comprising both goods and 
services like the VAT. 

Recognition of the urgent need to move 
towards a system of value added tax was 
reflected in the previous budgets. Actxnmitlcc 
of state finance ministers was formed last 
year to work out an acceptable model of V AT 
at the state level. While action to this end 
lies primarily with the states, ilie centre loo 
has an important role to play, especially in 
overseeing that the reforms in this important 
area get moving and in the right direction. 
Surprisingly, the budget makes no reference 
to what is happening on that fmnt. Like the 
unfinished tasks on the direct taxes side, one 
wonders if the moves towards a truly rational 
regime of domestic trade taxes have also 
been put on hold. Or have the reforms ihi 
further to go? 


The state tribals who now form a minority 
of the population of the state still practise 
jheeming' or shifting cultivation to a large 
extent and arc more hackward than the 
non-lribal segmentol population The vast 
majority of the workers of Tripura con¬ 
tinue to he employed in the primary sector 
and the unorganised sector absorbs most 
of its labour lorce. Low-productivity agri¬ 
culture. mainly of the rainfed type, lor the 
productionof paddy on small and marginal 
holdings isthemain source of employment 
in the economy although attempts arc being 


made to diversify the production pattern 
and grow a variety of plantation and 
horticultural crops in Tripura mainly on 
hillslopes which are unsuitable for the 
production of plainland rice. Thera is only 
one medium-size industry in the stale, i e, 
the Tripura Jute Mills (TJML) and there 
are about 1.400 permanently registered 
small-scale industrial units. Cottage 
industries and traditional home-based 
production provide additional employment 
and income to large sections of the rural 
population of the state. The government is 
thehiggest employer in the organised sector 
but most of the employment generated hy 
the government is in the tertiary sector and 
is of an unproductive kind. The state suffers 
from a lack of infrastructural facilities. Its 
road, air and railway links with the rest of 
the Indian subcontinent as well us hanking 
and insurance facilities are badly in need * 
of expansion and arc extremely poorly 
developed. Despite reserves of natural gas 
in the stule Tripura is a net importer ot 
electricity and suffers from a chronic power 
shortage. It is dcpcnJent on die rest ol 
India for the supply of basic inputs, finished 
products and food and does not send many 
products outside the slate, its main exports 
to the rest of India being primary products 
like limber, bamboo, etc. The slate has a 
low level ol per capita net SI)P and a high 
incidence of poverty and unemployment 
Though compared to the all-India figures, 
the stale has a reasonably high literacy rule, 
trained and skilled manpower is in short- 
supply inTripura. Healthcare facilities are 
not adequately developed and basic needs 
of the people like safe drinking water arc 
not adequately met. Tublcs I lluough 7 
give some quantitative data regarding the 
state to illustrate the points that have been 
made in this section 
The state needs to create employment 
opportunity lor its people without 
compromising productivity tor improving 
the standard of living of the vast majority 


Taei k I : I jiM) Dm- PAiitkN in Tkiivka am>Imha 

( in Ihtiiiutiul hectares t 



Tripura 

India 
(1986-87) 

(1) Not available fur eultivaiiim 



(a) Kmaas 

606.168 (57.7X1 

67.094 (22) 

(h) Area under aoo-agncutiural use 

132.100(12.61) 

41.476(13.61 


738.468 (70.39) 

108.470 (34.31 

(2) Other uncultivated land excluding fallow laad 



(a) Pastures and other grazing land 

0(0.0) 

11.894 (3.91 

(hi Other misceHaaeou* nee cjpps not included 



ia net sown area 

38.0X4(3.63) 

3.345(1.1) 


3*0*4(3.63) 

15.249(5.0) 

(3) Cultivable waste laad 

0.770(0.07) 

15.249 (.4.0) 

(4) Current fallow 

13,047(1.24) 

15749(5.0) 

(Si Fallow other than currant fallow 

0.800(0.0*) 

10.064(3.3) 

(6) Net sown area 

2.48,00(24-49) 

1.40-590(46.1) 

Total 

1049.169(100) 

3,04.971 (100) 


Hote: Figures within bracket* indicate percentage of tool area. 


Illusory Gains of Liberalisation 

Malabika Das Gupta 


What lias been the impact of external sector libendisation on the small 
backward state of Tripura ? The hope that the stale would be able to 
increase its exports of primary products has not materialised. 
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Joople. What an Ac prospect* of 
.v^cfabadnntdrtalvUke’nipui'a 
context of extents] liberalisation and 


idvantages can it hope to reap from 
acts**? 

’Asian Tigers' have achieved a 
cular growth based on the export of 
-intensive manufactured goods. In 
a their example is quoted often to 
wbat rich benefit can be rca|ted on 
II schlc from the policy of external 
lisation without bothering to examine 
xinditions are the same. South Korea 
aiwan crated a mass-based economy 
i they went in for liberalisation. These 
ics received a significant amount 
-eign aid for their development, 
export indusiries got considerable 
nice from the government and three 
■ics of this group at one stage or the 
tiad depended on import-substitulin:' 
rialisation for their development ami 
otccted their industries from foreign 
itition. 

reralisatkm of the internal sector is to 


<c the flow of f(.reign direct investment 
:hnology into Tripura and also boost 
»rt* to the rest of the world the 
ructural facilities of the slate will have 
improved and investment made in 
ving the quality of resources avail abl »■ 
ntre will have to play an effective role 
icilitator and revue the bottlenecks 
ind in the way of effeetive external 
isation. It will also have to reduce the 
costs associated with external 
isation. Again, for the growth o! 
s and inflow of investiblc funds from 
I international liberalisation will he 
sd. Even if we make the heroic 
ption that all the conditions will 
tow be met, external liberalisation is 
ing to provide an answer toTripura’s 
ms. 

lings stand at present Tripura is very 
ly to get investiblc funds from abroad 
;ign technology as a result of the 
tal liberalisation policies being 
cd in India. With the large incidence 
erty and unemployment in the state, 
irke t in Tripura for luxury items likely 
reduced wi ih foreign direct in vesbnent 
Dint ventures is going to be limited. 
;ain the lack of power infrastructural 
ics like transport and banking, 
tent quantities and assured supplies 
d quality raw materials, the difficulty 
tting skilled manpower and other 
xHtleoeck* are unlikely to make 
a foreign investor’s haven. The lack 
upon and communication facilities 
te rest of India would make goods 
red in Tripura with foreign direct 
meat, foreign collaboration or by 
difficult to sell at competitive rates 
re«t of India and difficult to export 
sign countries other than probably 


Bangladesh. Unfortunately, the geopolitical 
realities of the region will notnt ike itpoasible 
for foreign firms producing in Tripura to 
have access totbeBangladeab markets. Some 



Indian companies reported to be negotiating 
with the Bangladesh government to produce 
gopds there for sale in the eastern region and 
also in Tripura, taking advantage of the low 


Taw a 2 : Decennial Pohjuatkw Oacwm Rate, 19 ( 1-91 

(Per Cent) 


India 

Tripura Manipur 

Meghalaya 

Nagaland Mizoram 

Aiuaachal 

Pradesh 

23.50 

34.30 29.29 

32.86 

56.08 39.70 

36.83 

Tabu: 3: PsacEKrAOt or Maw Wotuceas or Tmed-ha k Dimkevr 

OmiTATtoNS, 1981 and 1991 

Sectors 


Percentage of Main Workers in Different Occumuoas 




1981 

1991 


I Agriculture, aaimaJ husbandry, forestry, 
fishery, hunting, plantation, orchards and 


allied activities 

70.01 

63.79 

2 Mining and quarrying 

0.18 

0.29 

3 Manufacturing 

5.46 

4.94 

4 (’oust motion, electricity, gas, water 

1.95 

1.47 

c Trade and commerce 

6.21 

7.68 

6 Transport, storage and comnumicalion 

2.16 

2.77 

7 < kher services 

14.03 

19 06 

8 All sectors 

100 00 

100 OO 


Tabu-. 4 - Pm Cahta Net State Domestic Paoour at l'okstamt ( 1980 - 81 ) Paras 


Slate 1989-90 Annual Growth 

(Quick Estimates • over the Period 1980-90 (Pet Cent) 


inpurn 


I63(* 

a 2.36 


Arunaclial Piadtvh 

2199 

4.09 


A'sam 


1630 

3.75 


Manipur 


1702 

1.90 


Meghalaya 


1515 

1.13 


Vital uij 


Nil av.uiahlu 

Not av silahle 

,01 lii'ii t 


21 

3.35 



1 abi.e 5- Sei tokwjse Distkimtion (a Ne t State Domestic PmiK'i.< 




atFactoi. id-: (:n 1980-81 Pbkia) 


{Per Ortf) 

Sector 


Tripura 

India 



19NO-8] 


1980-*i 

1985-86 

Piiiuuv 

511.16 

63.20 

39.6 

36.3 

Secondary 

6.76 

5.33 

24.4 

25.9 

Tcrtisrv 

3608 

41 47 

36.0 

37 J* 

total 

1U0 

100 

100 

100 


Tabu 6 : E-, .iates of Pk»centmie -r Pont.*":' .• Living 
bm ow the PovEart Line in TiuM-Bu ’ 

1 9 13-74 ~ 1917 -78 j 983-84 1987-88 

R V C ~ R t C R IT (. R V C 

52.61 37.1b 51 (13 ~ vfsi *7 41 « Oh ~6 3S ~*ip79 39A5 17 34 36.84 

01' O) (10) 19* 

Notts: R = Rural; Del 'rr>an; C= Goinprvile 

Ftgu'es m brackets indicate sH- India rank in terms of the extent of poverty. 

r ) 

Tabu. 1 'O-iectbdIhiscatoisoe BAaoBAAtscsk orTaus a’. 

_ X a.. — i 

(a) Number of commercial bark branches; 90: C D ratio: 4*, 86. 

(b) Percentage of suit aoed roads to told roads: 36.00. 

(c) Number ot habitations with no dunking water sources: 3,469. 

(d) literacy status -all-India rank: 1 6 th. 

It) Popdahoa rervvd by cash ptitnan health centre' 54 ,iaVi. 

Snurvt: AH figures is Tdbte 1 tplart firm the Animal PiaK. (VW-95 Votow 1, (i* 7 (spurn* 
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labour cost in the neighbouring country, are not complementary. Many of the 'goods tune lime, Ifaeiiafebw had ia'fjty a beefy 

Even if foreign investment doce take place of Indian origin which find their way into price for export UberaliMtioo in India. Tbe 

in Tripur* despite those heavy odd*, it is Bangladesh market from Tripura are not price of many goods of coautwo consumption 

unlikely to be invested in high-priority produced in Tripura but in other part* of the in Tripura has gone up because in order to 

infrastructural sector like transport and country. meet the foreign demand for these products 

communication or in the production of goods Exports from Tripura of products domestic supplies have been curtailed, 

and services needed to most (he basic needs produced in the state are hamstrung by a Technology transfer has raised tbe price of 

of the majority oftbc people of the mute wbo variety of problems. These arc problems many other goods produced in India which 

live below the poverty line. Foreign relating to (he lack of transport and ansbroughtbyconsumersin Tripura,pricing 

investment is not likely to lead to local raw infrastructural facilities, procurement of them out of the reach ofmany poor consumers 

material-based industi ialisation with well- plant and machinery for export production in the state. 

developed forward and backward linkages problems of entrepreneurship, lack of skilled The only way in which liberalisation has 

withotherproductivesectorsinthecconomy manpower and knowledge about the new seemed to help Tripura ix that the state ha* 

because of inadequate returns from such export procedures, incentives offered to been sanctioned Rs 3.500 lakh out of the 

investments from their point of view. Gas- exporters under the government's policy of World Bank loan. The loan has been 

based industrialisation is another area where liberalisation, credit facilities, packaging, sanctioned to Tripura to finance externally 

foreign capital may not be forthcoming in market research, quality control and so on. - aided projcctx fund during the year. 

Tripura in view of the problem of extremism There is no foreign trade office in Agartala Departments like agriculture, horticulture, 

in (he state and uncertainties anddelays in making the marketing of products difficult powerand public work have been requested 

the supply of gas. Foreign investment in the in theexport market. The Tripura Handicrafts by the planning and co-ordinuliondcpartinent 

agricultural and forestry sector including and Handloom Development Corporation of the slate to prepare tietailed project ex- 

plantations if it does take place, will pay (THH DC) is recognised by the government ports for onward transmission to the World 

scant heed to the nutritional needs of the of India's Export Promotion Council hut it Bank. However, presumably because ex- 

people o* tbe ecology of the slate as it will has not tried to bag any export orders because peruse is lacking for the pi eparatinn of pro¬ 
be guided by the profit motive and not hy of such constraints. True some Bangladesh jeets costing more than ucroreofrupccs and 

any social considerations. entrepreneurs have expressed an interest in because loans will have to be repaid and 

However. Tiipura in going to bear the importing fruit juice, air-conditining serviced and the mega projects managed 

brunt of whatever foreign investment takes equipment and after machinery from efficicnUy.depurtmentshavcbecnrchjclant 

place in India as a result of liberalisation distributors of these products located in to submit proposals. All tilings said and 

savings will be reduced due to the Agartala are provided by well known Indian done, the gains from external sector liberali- 

consumption of ostentatious.and expensive firms but the problems cited above have nation can be said to be illusu'V in Tripura 

goods produced by foreign investors for preventedthemfrompiacingorderxforagro- will not succeed in mulling the state pn>s- 
upper class consumers in Tripura who have based products produced in Tripura. Even perous and free from the cutsc ol p..ncity 

access to these goods produced by multi- hetore liberalisation, the markets for these and unemployment. Kcslructui mg the Indian 

nationals and joint venture firms in the rest products in the rest of the world was very economy so that it achieves growth with 

of India. Products produced with foreign uncertain as in the case of pinapplc equity and balanced regional development 

capital or foreign collaboration like soft concentrate produced in Tripura which was will be required if Tripura is to gain, 

drinks, potato chips, etc, are already flooding marketed in the erstwhile USSR by an export 

the consumption goods market in Tripura agency based in Calcutta. At present then, 

sounding a death knell for the small-scale liberalisation of exports has not done 

producers of these products in the slate and anything to boost Tripura export of 

aggravating its acute unemployment manufactured products and is not likely to 

problem. Bank branches in Tripura which work wonders in the near future either, 

were unprofitable arc being closed down as Agricultural products like rice, truits and 
a part of the national policy of phasing out Tripura’s timber wealth find their way into 
nationalised bankson the plea of improving the Bangladesh market through smuggling 

the efficiency of the service sector while the but this trade is not becoming legal as a result 

actual jnotivc seems to be to allow foreign of liberalisation probably because smuggling 

banks to gain a foothold in the country. The isakTw-risk,high-returnopcrationinTripiaa. 
vacuum created by the winding up at bank The export of raw materials is in any case 
branches will not be filled up by foreign not to be encouraged because adding to the 
bank branches in Tripura because business value of the product through further 
will not be large enough to make their processing a! home is desirable as it leads 
operations profitable. to the development of the economy through 

Though theoretically. Tripura should be forward and backward linkages. Besides, 
able to increase her exports of primary export promotion it the cost of depriving 
products like timber, agro-based products, the poor people or accelerating environmental 

handlooms and handicrafts or at least increase deterioration is not to he encouraged. Even 
the volume of exports taking place legally if export-based manufacturing units could 
because of concessions given toexporters, be established inTripura using agrofiroducts, 

tiu* has hardly been the case in actual practice, these would in ail probability be homc- 

A variety of factors are responsible for Ibis based units depending on the putting out 

including trade barriers improved by system, which would exploit the labourers 

Bangladesh on the entry of Indian products employed and not do much to improve their 

into the country. Liberalised exports from levels of living. 

ndia will not boost exports from Tripura That TVjpura has not gained much from 
to Bangladesh because the two economies export liberalisation is evident but at the 
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Bhie Revolution in a Great Belt 


M Negeatliea 

KJotUShrapuuMB 
C Rt|*>dru 


The fisberfolk and peasants of coastal Tamil Nadu are organising 
themselves against the encroachment of prawn farming which is 
adversely effecting the environment and their life chances. _ 


NAGAlQuaid-E-Milleth District (NQM). a 
district recently bifurcated from Thanjavur, 
the to-called ‘granary’ of Tamil Nadu, and 
Karaikal, belonging to the union territory of 
Pondicherry, are now witneating the 
mushroom growth of prawn (afarimp) fanning 
in the name of ’Blue Revolution'. The 
phenomenon ia causing severe damage to 
the eco-ay stem of the region, km* of fertile 
paddy fielda, unemployment of farm 
labourer* (mostly the dalits). and alienation 
of fisberfolk from their common resource 
bate. The resultant people's movement 
organised by environmentalists, peasants and 
fisberfolk ia getting intensified and by all 
probability they will not settle down far 
anything less than a clear-cut government 
policy on aquaculture in which the prevention 
of environmental degradation and the rights 
of peasants and fisberfolk to survive in their 
region are assured. People of this region, 
especially peasants and fisberfolk. have 
demonstrated thattheir collective will-power 
and continuous agitation, could be effectively 
used to establish their rights to survival and 
prevent the environmental degradation 
inflicted by the reform-guided, export- 
oriented, foreign-exchange mongers. 

During the initial period of the reform, the 
corporate giants like ITC. SPIC and MAC 
industries found Chidambaranar district 
suitable to promote white shrimps (penaeus 
indicus) which fetch a lucrative price in the 
international market Chidambaranar was 
selected because of the availability of 
bnckiah water with high salinity which is 
conducive for the growth of white shrimps. 
However, later a dramatic shift took place 
in the calculations of the corporate giants. 

Another prawn species that has been found 
suitable in Tamil Nadu is tiger shrimp 
(penaeus mooodon). This variety prefers 
water with low salinity, and mostly, the 
estuaries where the entry of the fresh river 
water reducea the saline level of the sea 
water meat this condition . The coastal areas 
of NQM district perfectly satisfy this 
condition since the. main tributaries of 
Cauvery and bar inn ume rable irrigation 
canals pass through this legion. Moreover, 
the availability of fresh water resource* can 
he toed to maintain saline level exactly at 
» prescribed level. The tiger shrimp is the 


largest smong the marine prawns with a 
growth of about 32 caas. It ia a fast growing 
variety which grows about 10 cm in three 
months and 22 czn in an year, with anaverage 
weight of 93 gms. Above all, the changed 
taste of foreign consumers in favour of this 
variety prompted our corporate giant* to 
accumulate quick foreign exchange. 
Thousands of acre* of rich fertile paddy 
field* were acquired by paying tempting 
prices. 1 Land ceding regulations were 
discarded. False promise* like employment 
opportunities and provision of various 
infrastructural facilities were offered. The 
Delhi-based. Mani Shankar lyer, an MP of 
Mayiladuthurai constituency, suddenly 
surfaced to promise that the region will be 
converted into another 'Dubai' through this 
‘ blue revolution ’. Thus, the patronage of the 
union and state governments. MPEDA, 1 the 
political leaders and their bettamtes have 
laid the foundation for the blue revolution. 

Out of the 1.000 km coastline of Tamil 
Nadu. NQM and Karaikal cover a length of 
110 km. This area is rich in alluvial deposits 
of Cauvery. The rich groundwater sources 
in addition to the canal irrigation facilities 
and the catchment area farmed by the 
estuaries, are the other resource bases. It is 
needless to say that fanning and fishing are 
the main occupations of this area. However, 
when 15.000 acres of Cultivable lands have 
been acquired and encroached upon for 
shrimp fanning by 10 major companies and 
about 150 medium and small one*, alienation 
of fertile land* from the peasant* and loss 
of access and control over the existing 
common resources like sea. canals, 
groundwater, common lands, eti, ha* 
resulted. 

Let u* take the specific case of 
Pudukkuppam. a fishermen hamlet on 
Cauvery. The village ha* 175 household*, 
mostly engaged in fishing. During the off¬ 
season, the Neythavaasal canal from 
Cauvery, adjacent to their village, is the only 
source of survival. Shriram Marine Harvest 
Limited has initiated its ‘intensive shrimp 
firming” in 300 acre* near the village and 
has harvested two yield* of shrimp* The 
company later extended its area to eswther 
700 acres, and in tha process, more than 25 
acres of porsmboks lands heveheeneotnaeed 


up and300trees have been uprooted. Ponds 
were constructed and apnmping station was 
installed with two giant motoys to pump the 
sea water into the ponds. Three canals were 
also constructed to drain the sewage, ooe of 
which mixes with the Neythavaasal irrigation 
canal. Two more firm*. Prawnex Sea Pood 
and Krishna Farm; have also started the 
same exercise in 460 acres of land around 
the same village. 

Coining to the social, economic and 
ecological implications, the large pipeline 
noth powerful motors has damaged the 
fishing nets of Kattamarans. In the first three 
months, the Katlamaran owners incurred a 
loss of Rs 13.500. Death of eight persons 
of different age groups due to various 
unknown dise ase* have bee n re posted within 
a period of two months. Around 100 persons 
have reported to have eye irritation since 
the operations of the firm. Shcnbagam, a 
local fisherman, had a narrow escape from 
being sucked by the water pump when he 
tried to save bis net from getting damaged 
by the suction pumps. Women of this area 
report that the groundwater has become 
saline and now they have to walk a distance 
of 1.5 kms to fetch good drinking water. 
The fish vendor s/he ad-loaders (mostly 
fiaherwomcn) have been restricted from 
using the traditional pathway along the 
coastal line and now they have to walk an 
extra seven km* to reach toe market. There 
are also reports about women being harassed 
by men working in the prawn farm. Some 
of the families are earning their livelihood 
by collecting the float* in the coast The 
firms are suspicious on these pickers and 
recently, one of the villagers was beaten 
up and threatened oot to use the coastal Une 
for similar purpose* False com plaint* have 
been lodged against the villages* under 
various crime*.* There are also frequent 
incidences where women bead-loader* slip 
into the sewage canal while crossing them 
and incur, betide* physical injuries, material 
toss. There arc other problems too. The 
villagers are losing their access to fuel and 
fodder and drying yards for drying fish 
nets. There is also a loss of fish catch due 
to influx of untreated toxic chemical 
effluent* into the sea. 

The problem* of the peasant villages are 
slightly different. N cam ally, ponds are 
constructed in 25 acres of land with six 
feet depth. They are filled with two feet of 
brackish sand and later by aea water. About 
25-30 per cent of the seawater ia to be 
replaced daily. Depending on the ammonia 

may go up to 10 per cent. M oreove r, along 
with the application of organic chemical*, 
oxygen » dissolved into the ponds using 
aerators. Adding oxygen to the existing 
hyfrogen salphtdc results ia sulphuric acid. 
Thu blacken* the soil, making it infertile 
Amber, the seepage of the br a c kish water 


frxwffc aadfroKtical Weakly Mmfc 25.1995 


607 




with chetnicaleffluenUiiito the neighbouring 
land* makes them totally unfit for cultivation. 
The dumping of unhygienic waste in the 
open results in pollution of air and water 
bodies and series of chronic health problems 
arise. Loss of grazing field for the cattle is 
another irritant for the already unemployed 
farm labourers.’ 

The first full-fledged people’s protest 
against the shrimp farming was a huge 
procession at May iladuih urai on January 28. 
1994. Later on. Uzhaikkum Vivasayigal 
lyyakkant (Working Peasants Movement) 
convened a meeting at Ozhugaimangalam 
to discuss the future course of action. The 
meeting was attended by the village 
representatives, men and women of 140 
villages of Thanjavur and Nagapatlinam 
districts. In the next few days a study, team 
of Tamil Nadu Environmental Council 
visited the village at the request of Social 
Need, Education and Human Awareness 
(SNKHA) and brought media attention. This 
forced the prawn companies to form their 
own association to resist the struggle. They 
also subtni tied a memorandum to J ay akumar, 
the minister for fisheries, to allot poramboke 
lands for the extension of their farmings and 
to grant clearance for their ongoing projects 
from the Pollution Control Board. Regarding 
the people’s agitation, they argued that it is 
possible to recycle the waste with proper 
management. Brackish water seepage into 
the paddy field and discharge ol untreated 
effluent into the water bodies would also 
be taken care of. Moreover, die aquaculture 
industry will promote several ancillary 
industries and provide mote employment 
potential for the rural population. They 
also, argued that only fallow lands were 
being used and not cultivable lands for 
aquaculture. However, the villagers are not 
prepared to buy these fabulous stories. 
Since the government turned a deaf ear to 
their grievances, they have initiated direct 
action. . 

On April 5, when the bulldozers of 
Magna Fpods and Protein started remov¬ 
ing all the huts in the settlement area of 
Nayakkarkuppam, the proposed site for 
prawn fanning, local people gathered in 
large numbers and opposed them. The 
consequent visit of the district collector and 
the commissioner of fisheries stopped the 
operation to diffuse tension. After this, on 
July 24,1994 people from Keczbamonariurai 
stopped the functioning of a Coimbatore- 
based company. On the next day, fisherfolk 
and peasants of Pudukkuppam prevented 
the Shriram Marine Harvest from digging 
the fourth sewage canal. On August 4, men 
and women from Cbinnoorpettai and 
Mandaputboor prevented the DCM and 
Shriram Aqua Foods from destroying trees 
and sent beck five lorries loaded with sand. 
Now their demand is that both, the ongoing 
and future coewtroctioo of aquaculture f’arms, 


should be stopped immediately. If the 
government remains indifferent to their 
demands, the entire community will launch 
a continuous struggle to secure their 
fundamental rights. 

When the struggle got intensified, violence 
erupted cm August 10, at Tbennampattinam 
in Sirkali taluks. Fourteen houses were 
demolished and 34 huts set ablazed. Many 
incurred severe injuries. The police denied 
us permission to visit the village. According 
to PUCL fact-finding team's report (they 
have also been denied permission). ‘‘34 
housesof dalit families active in the agitation 
against prawn farms have been burnt down 
by the goondas hired by the company with 
the open supportof the police... this attack 
on this village is pre-planned to suppress the 
movement and agitation against the prawn 
farms”. The version of the local police is that 
the agitation became violent and that the 
agitationists themselves set fixe to their own 
houses, attacked the supporters of prawn 
farms and police. 

Though theTamil Nadu government, even 
the union government for that matter, has 
no clear-cut policy on aquaculture, it 
responded at last. Jay akumar. the minister 
of fisheries, announced that the government 
has taken into consideration the effects of 
prawn farms. An expert committee will he 
constituted and necessary enactments will 
be made to prevent the damages, be added 
Not satisfied with the govetpment responses, 
(he PUCL met the chairman of the National 
Human Rights Commission at Madras and 
briefed the problems. The latter asked Sudha 
Ramalingam. the general secretary of 
PUCL, Tamil Nadu, to submit a detailed 
report in (his connection on August 23 in ' 
New Delhi. Accordingly, a delegation 
comprised of Jcsu Rethinam of PUCL. P 
Christy of Nagai-Karai District Fisher 
People's Forum, Antonysamy. convenor 
of the Tamil Nadu environmental council, 
Cbandramoban of the Working Peasants 
Movement and John of the Delhi Forum 
met the chairman. Theyhave alto submitted 
a memorandum to the ministry of 
environment, urging the appointment of a 
committee to make an environment impact 
assessment of shrimp farms. Till then all 


the activities afeculd be 

unit* be allowed to cbm* up, the PUCL 

demanded. 

Notes 

(The report is based on our peooaal visit'and 
information provided by Jesu Rathinam. Christy 
tad K Shanmugham). 

1 The companies acquired the lands through 
treacherous and insidious methods. When 
we asked, having understood nil these 
problems why did you sold your lands?, a 
villager replied that "they have offered so 
many promises - construction of temple, 
school, roads, hospital, employment oppor¬ 
tunities in prawn farms, etc. The pricer 
offered were also more attractive. At that 
time we had not realised that we are going 
to Iojc agricultural work for ever." 
Gunasekaran. an organiser CPJ(W ■ 
added,' “When we realised, we stepped 
selling our lands. But the big landlords, 
mostly the brahmins, profited from this scarce 
situation by selling at a large scale 
unintaginary prices." 

2 The Marine Products Export Development 
Authority (MPEDA) within the ministry ol 
commerce has taken the lead in the promotion 
of intensive monoculture in this region and 
it has also opened its brand! in Thanjavur 
to extend all financial assistance, research 
and training facilities to the •roly cause ol 
earning foreign exchange. 

3 The traditional rice-xhrtinp minimi' 
polyculture has proven to be .» tamable 
because Hus low-input extent) .v system 
avoids using processed seeds, chemicals and 
antibiotics. Now the traditional system has 
been replaced by more Intensive methods of 
monoculture which could produce thousand* 
of kilograms of shrimp per crop. In the case 
of the former it is only 100-240 kg. 

4 The erstwhile Indian People's Front (IFF) 
functionary, Gunasekaran. is the first 
victim on whom the police tiled a case on 
charges of possessing explosives and bomb 
to use against Sriram Company. The IP! 
initiated the snuggle against the company 
two yean ago. 

5 During the initial stages like coaatructiaf 
ponds, etc, the villagers agreed that they gid 
employment almost daily. When such work 
got completed, they realised that tbey bavcj 
lost their employment in paddy fields futj 
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iyl&oflJP’s Economy 


Shulur 


declining investment and profligate non-developmental 
diture, Uttar Pradesh’s economy is in the doldrums. 


the 14 major states of the Indian 
UP has the lowest human dcvelop- 
dex (HDI) of 0.07 of as against 0 .11 
ar, 0.14 forMP, 0.19 for Rajasthan 
11 for Orissa, the national average 
)31. Although Bihar and MP have 
per capita stale domestic product, 
rid above UP because of higher life 
acy and literary percentage being 
in MP. Orissa has almost the same 
ita domestic pioduct as UP, but stands 
n life expectancy os well as literacy 
id consequently has a higher HDI 
. Similarly because of higher life 
mey, Rajasthan stands above UP 
a lower literacy rate (Annual Plan 
94-95. Vol 1. p 59). UP has the 
infant mortality rale in the country 
' the largest concentration of people 
below the poverty line which is 
ing in absolute terms despite adcclinc 
sntage terms. According to the state 
plan 1994-95 the absolute number 
tie below the poverty line increased 
06 lakh in 1977-78 to 530.6 lakh 
-84 and further to 599.63 lakh in 
8 (pp 71-72). Households in the rural 
ith an annual income of less than 
’.7 and Rs 9.164 in urban areas were 
.o be living below the poverty line 
'-88 in UP. The cost of living index 
:for agricultural labourers increased 
j 0 in 1987-88 (base 1960-61 = 100) 
> in December 1994or it has doubled 
ten while agricultural production has 
cd and per capita annual foodgrains 
tion in the stale has declined fiom 
in 1988-89 to 261 kg in 1990 91 
ng toofficialestimatcs. In subsequent 
has further declined. All this must 
tgravated the problem of poverty, 
deceleration in growth rale of 
.ural production in the state is the 
scon cert in g factor as it is the mainstay 
conomy and supports three-fourths 
opulation. Foodgrains production in 
e has been hovering round 355 lakh 
arthe lastfcwycarx while population 
ica to rise at an annual rate of 2.5 per 
wld per hectare of various agricultural 
i now stagnating which in the past 
:n principally responsible for rise in 
ion. 

istic stepping up of both public and 
investment in the agricultural sector 
red if a breakthrough is to be made, 
lector investment has induced private 
lent in the past and therefore, the 


beginning has to be made with public 
investment although the question of raising 
the efficiency of investment hitherto made 
in this sector particularly in irrigation and 
power is no less important. Yield of 
foodgrains per hectare in UP is 18 quintals 
as against 35 quintals in Punjab. The soil 
rating of UP is higher than that of Punjab 
and rainfall is also almost twice. Whereas 
Punjab has made better use of its water 
resources. UP has failed in this respect. 
More than 92 percent of the cultivated area 
in Punjab is irrigated as against 57 per cent 
in UP. The annual loss on state irrigation 
works in UP is more than Rs 700 crore which 
is rising every year while the area irrigated 
by state irrigation works is stagnating. Per 
hectare consumption of fertilisers in Punjab 
at 156 kg is significantly higher than that 
of UP at 86 kg but per hectare credit from 
co-operative credit societies is also twice in 
Punjab. 

In the industiial sector UP'sbackwaidness 
is equally pronounced . Industrial investment 
per person in UP at Rs 1.082 is lowcstamong 
all the major-states excepting Bihar. In 
Guiarat, Maharashtra and Punjab it is three 
times that of U P. The average daily number 
of workers in registered working factories 
per lakh of population in UP at 454 is the 
lowest except in Bihar and MP. In 
Maharashtra it is four limes that of UP. Per 
capita production of electricity in UP is also 
only 40 per cent of the national average. All 
(his is reflected in the per capita income 
which is lowest in UP excepting Bihar. 
Excepting Bihar, other BIMAKU stales 
appear lobe moving faster than UP. Rajasthan 
which used to have a lowerper capita income 
has now left UP behind and MP has already 


a higher per capita income. The gap between 
the per capita national income and that of 
UPia widening with every passing year. The 
Litter at Ks 4.012 in 1991-92 is now leas than 
three-fourths of the former at Rs 5,529. 

The main reason for the poor perfor¬ 
mance of UP has been the (i) inability of the 
state to generate enough resources to step 
up investments; <ii) inability to u*c 
productively the resources hy checking, as 
far as possible, non-developmental ex¬ 
penditure; (iii) inability to'make efficient 
use of the in vestment made; and (ivjreliance 
on borrowings to finance the expenditure. 
We will briefly dwell on these isxues. 

Per capita.state tax revenue in UPia lowest 
among all the major stales excepting Bihar. 
A poor state like Orissa has higher percapita 
tax revenue The same in MP and Rajasthan 
was Rs 343 and Rs 377 respecuvely in 
1992-93 as against Rs256in UP. Tbenatkmal 
average was nearly twice at Rs 460. The 
picture for some of the stales is shown in 
Tabic 1. 

Apart from tax revenue, as regards non¬ 
tax revenue also UP lags behind the major 
states excepting Tamil N adu and Kerala. But 
UP is not so unfavourably placed as regards 
share in central taxes as UP*s share at 
Rs 205 is only marginally lower than the 
national average at Rs 213. 

Central Assistance 

Much has been made about the lower 
central assistance to UP as a factor in UP'* 
backwardness !.>ut it will be seen that central 
assistance on per capiia basis wan Rs 172 
in Punjab. Rs 138 in Haryana. R* 111 and 
Rs 116 in Maharashtra and Tamil Nadu 
respectively as against Rs 152 mUP. Kerala 
which has the highest quality of life index 
had an assistonceof Rs 166 in that year, only 
marginally higher than that of Ul'. 

It has been argued that as UP is poor h* 
percapita lax revenue is also lower. But the 
fact should rust be lost sight of that other 
backward states along with developed state* 
arc making greater efforts in this connection 


Tabi s I. Per Cahta Revenue Rechits in 1992-93 


(inks) 


Slate 

Sales Tax 
Revenue 

State Noo-Tax 
Revenue - 

Share in 
Central 
Taxes 

Central 

Assistance 

Total 

Revenue 

Bihar 

175 

123 

230 

138 

665 

MP 

343 

213 

195 

183 

934 

Rajasthan 

377 

187 

205 

240 

loot 

Orissa 

274 

100 

265 

301 

940 

UP 

256 

89 

205 

152 

702 

Punjab 

763 

145 

151 

172 

1232 

Haryana 

883 

311 

131 

138 

1469 

Kerala 

586 

80 

■ 191 

166 

1023 

Tamil Nadu 

721 

74 

225 

116 

1136 

Mahanrfxre 

770 

237 

162 

111 

1280 

All ladia 

460 

146 

213 

200 

1019 


Sourte: Uttar Pradtsh Aye Vyak kiRooprr k fw, pp 73-74. 
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which will be clear if we compare the per 
capita tax revenue a* a percentage of per 
capita income in the various atates. Id 1991 
the per capita tax revenue aa a percentage 
of per capita income waa lowest in UP except 
Bihar and Aaeam(tbe latter ia passing through 
disturbed conditions). The same was 6f66 
per cent in UP as compared to 12 per cent 
in Tamil Nadu ( 11 per cent in Kerala and 
Karnataka each. 10 per cent in Gujarat, 9 
percent in Maharashtra, Haryana and Andhra 
Pradesh each and 7 per cent in MP, Orissa 
and Rajasthan each (Uttar Pradesh AyaVyak 
ki Rooprekha 1994-95, p 37). 

Per capita plan outlay consequently has 
been lowest in UP throughout the planning 
period with the solitary exception of Bihar- 
Bid the most disturbing aspect is the abnormal 
growth in non-developmental expenditure. 
Declining percentage share of developmental 
expenditure on revenue account is shown in 
Table 2. 

The percentage share of developmental 
expenditure has declined from 67 per cent 
in 1990-91 to 53 per cent in 1994-95. 
Developmental expenditure is budgeted to 
increase by Rs 141 crore over the previous 
year but non-develop mental expenditure is 
to increase by Rs 971 crorc. The fastest 
growth has been in interest payment which 
increased from Rs 1,1X1 crore in 1989-90 
to Rs 3,271 crore in 1994-95 (BE), i e. a 
near three-fold rise in a span of five yean. 
The state government now specialises in 
creating more tehsiis and districts out of the 
existing ones which has inordinately 
increased the administrative expenses. 
Expenditure on legislatures, governor, 
cabinet, secretariat and dutrict administration 
increased from Rs 179 crore in 1993-94 
(RE) to Rs 712 crore in 1994-95 (BE), i e. 
a four-fold increase in a single year (ibid. 
P 16). 

Unable to generate resources the state has 
resorted to the easy option of borrowings. 
The total indebtedness of the state 
government now stands at Rs 31.107 crore 
and is rising annually by roughly Ks 5.000 
crore. Borrowings account for 28 per cent 
of the total receipts of the state as per 1994- 
95 budget and annual interest payment 
accounts for 17 per cent of the total 
expenditure which is the largestcompooent 
of expenditure on any head. Repayment of 
debts accounts for 11 per cent of the total 
expenditure. Table 3 shows the total 
expenditure of the government on various 
beads as per 1994-95 budget on both revenue 
and capital accounts. 

It would be seen that agriculture and allied 
activities which directly support nearly three- 
fourths of the population accounts for less 
than 4 per cent of the total budgeted 
expenditure. Even after including rural 
development rad irrigation and power the 
percentage rises to only 17 per cent 
Significantly expenditure ou administrative 


nrvkra if man dub what is bring ipest 
ou agriculture rad rural drrelopauat put 
together. This is also twice the expenditure 
on health and family welfare. If we add 
general services and pension to the 
expenditure on administrative services the 
combined expenditure is only marginally 
lower than the expenditure on all the 
economic service*. The Expenditure on all 
the economic services like agriculture, 
irrigation, power, rural development, 
industries, etc. does not add to even 20 per 
cent of the total spending. This only reflects 
the colonial legacy of admiaiatratica under 
a new garb. No wonder that the state ranks 
lowest in human development index. 

It is also worth noting that tbe expenditure 
on development heads is not so much 
oriented towards improving the productive 
base and the quality of services as in providing 
berth to the bureaucratic set up. In tbe name 
of development what has really developed 
is a large functionless bureaucracy on whose 
upkeep a large part of the outlay is utilised 
leaving little for productive investment. 

Take the case of community development 
There are 897 blocks in the state with a large 
army of officers in every block. The lowest 
functionary used to be called gram scyak. 
i e. servant of the village. They resented the 
word ‘sevak’ and now they are officially 
designated as village development officer. 
-The only service now they perform is to 
make money in selecting the beneficiaries 
under Integrated Rural Development 




WlOpw cehtintbalorarareedtothia 
The total allocattarvmder community 
development in 1994-95 budget la Rs 294 
crorc. Out of it Rs 5 crore 1* to be sprat on 
gober gat plants, Rs 2 crore on smoke tea it 
chulha, Ra 8 crore on drinking water, Ra 1 
crore on nutrition, Ra 44 crore on bousing 
schemes for the poor. But the expenses on 
salary,TA, DA. staff car and itsmaintenrace. 
etc. is Rs 123 crore (UP Budget / 994-95 , 
Sec5,Part D.pp 117-21). Tbe total assistance 
under IRDP is Rs 76 crore and ra additional 
Rs 10 crore is to be (pent on establishment 
expenses to execute it If we take the entire 
budget under rural development it will be 
seen that outofatotal allocation of Rs 1,170 
crore on revenue account in 1994-95, 
establishment expenses account for 16 per 
cent. Significantly capital expenditure on 
rural development is only Rs 17 crore which 
consists of a capita] expenditure of Rs 35 
lakh on minor irrigation and another Rs 
16.65 crore on community development. 
Similarly the revenue budget provision for 
crop husbandry, soil and water conservation 
and agricultural education and research is 
ofthe order ofRs 345 crore but establishment 
charges account fur Rs 155 crore or in other 
words 45 per cent of the total expenditure. 
Fior purchaser vehicles, maintenance and 
petrol Rs 473 lakh has been provided. 
Revenue expenditure on agriculture and 
allied activities in 1994-95has teen estimated 
at Rs 699 crore which is Rs 44 crore less 


TaSU 2: DEV® OTMENTAl A» N<lH-D6VlH nrMfcKrAI. l-jcHUNOmiKE 


(Rs crore) 


Year 

Developmental 

Expenditure 

Non -Devdapmenlal 
Expenditure 

Total 

Col 2 as 

Per Cent of Col 5 

1990-91 

6355.92 

2947.03 

9421.05 

67.47 

1991.92 

6152.52 

4070.90 

10399.20 

59.16 

1992-93 

7458.83 

4989.23 

12690.73 

58.77 

1993-94 

7715.72 

5812.51 

13743.12 

56.14 

1994.95 

7856.75 

6782.94 

14863.21 

52.86 


Note: Compensation to local bodies tad panchayuti raj ranging from Ks 37.82 crore in 1989-90 
to Rs 223.52 crore in 1994-95 has been included in the loin] expenditure. 

Tabu3: Budget Estimates <* EmNDcnnut, 1994-95 


Item 

Amount 
(Rs Crore) 

Percentage 

I 

2 

3 

Geaerai services, pension 

1.458.90 

7.45 

latere*! payment 

3271.10 

16-70 

Administrative service* 

1.920.06- 

9.80 

Education, sports, cuhure 

2.852.40 

14.56 

Health aad family welfare 

842.96 

4.30 

Welfare of SC ST, backward and social welfare 

547.59 

' 2.80 

Agriculture aad allied activities ■» 

711.21 

3.63 

Rural development 

1163.97 

5.94 

Irrigation, flood control rad power 

1409.35 

7.19 

Industry wises aad treagprit 

602.40 

3.07 

Repayment of debts 

2251.30 

11.49 

1 naai and Advances 

141U1 

7.24 

Otbare 

114136 

543 

Total 

195.92.31 

100.00 
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thandwreiriroi artimat** of 1993-94. B« 
all the name, the salary BUI i* hlf her by 
Rs 81 crore. 


The total salary bill of all the department* 
excluding TA and expenditure on work 
charged employees in 1994-95 is budgeted 
at Rs 4,100 crore which cats away almost 
the whole of state's own tax revenue. The 
salary bill rose by about Rs 500 crore in 
1994-95 while tax revenue rose by less than 
Rs 400 crore. The total non-developmental 
expenditure (administrative services, pension 
And interest payment, etc) rose by Rs 970 
crore in 1994-95 over the previous year 
while revenue receipts increased by Rs 415 
crore. The government has been forced to 
cut down capital expenditure which declined 
from Rs 1,159 crore in 1993-94 (RE) to 
Rs 1,059 crore in 1994-95 (BE). The share 
of capital expenditure in the total expenditure 
has been constantly declining. The same has 
declined from 11 per cent in 1984-85 to 8 
percent in 1990-91 and further to 5 per cent 
in 1994-95. Net capital formation from 
budgetary resources also declined from 


t>»1?- *; 1 '' . ft * 


A*3,909 crore ta 1*92-93toRs 3,617 crore 
in 1993-94. 

The stale also appears to have entered an 
internal debt trap. The total borrowing is 
slated at Rs 5,109 crore in the 1994-95 
budget while repayment of loans is slated 
at Rs 2,251 crore. Interest payment is slated 
at Rs 2.930crore. The last two add to Rs 5.181 
crore' which is slightly more than the total 
borrowings. Thus the state borrows for 
meeting debt obligations and not formnking 
in vestments. Further UP’s total indebtedness 
to the centre is Rs 17,056 crons. During 
1994-95 the slate's borrowing from the 
central government was to the extent of 
Rs 2.715 crore. The state paid an interest of 
Rs 1.656 crore alongwith repayment of 
principal at Rs 642 crore to the centre. In 
other words the net amount of loan received 
from the centre after paying interest and 
principal amounted to Rs 417 crore only. 

All this points to a grim situation. With 
declining investment, profligate non- 
devclopinenta! expenditure the state may 
witness prolonged stagnation. 


Transplantation of Human Organs Bill 
Curate’s Egg 

J Amalorpavanathan 

The landmark legislation aimed ai regidaling organ transplantation will 
only have a limited impact on the unethical practices associated with it. 


IN May last a landmark bill was passed in 
the parliament, which, among other things, 
seeks to ban the illegal organs trade that is 
so prevalent in this country. Tins bill was 
widely welcomed by the press and a large 
section of doctors who were disgusted by 
the way the organs smuggling, especially 
kidney smuggling, was taking place in this 
country. 

Before subjecting the bill to critical 
analysis, a short introduction to the 
transplantation of organs Medical scientists 
have devised surgical procedures by which 
certain organs like heart, lungs, liver and 
kidneys when they are irre vcrxibly damaged 
by diseases can be replaced by healthy ones. 
The organs for replacement can either be 
taken from a healthy person who is willing 
todonate ime of his paired organs like kidneys 
or from a dead body, cadaver. But if the body 
is dead for long, the organs also become 
dead and hence unfit for transplantation. 
Hence, the organs must be harvested when 
they are functioning while the donor’s brain 
is irreversibly destroyed either due to injuries 
or due to disease*. This is the concept of 
‘twain death'. The brain dead patients will 
be totally and irreversibly unconscious 
while their heart would still be pumping 
blood to those vita) organs of the body. The 
bill under discussion enables doctors to 


certify brain death as clinical death and 
thereby enables removal of vital organs for 
transplantations. The transplantation of 
organs from such brain dead patients is 
‘cadaver transplantation - . Because of the 
lack oflcgislation a cadaver transplantation 
could not lake off in India, although it has 
already become a routine surgery in many 
developed countries. But kidney 
transplantations was done here because one 
kidney can be taken from a healthy living 
person without harm. 

Before the 80s only transplants between 
closely related donor and recipient could be 
undertaken, because transplantation from an 
unrelated person would lead to immediate 
rejection of the transplanted organ. That 
year marked a watershed in the history ot 
transplantation surgery becasuc a wonder- 
drug cyclosporine was synthesised. This 
drug would drastically reduce the rejection 
reaction therefore even unrelated donor 
transplantation could be undertaken under 
the cover of cyclosporine. That indeed was 
a great medical breakthrough. However, the 
sociological effects of thk wonder-drug was 
entirely different. Cyclosporine was a classic 
example of thatftuaoua aphorism that nothing 
is ‘das*-neutral' in this world. In many 
advanced countriea the syntbeais of 
cyclosporine led to the development of 


cadaver transplantation programme. The 
donor, brain dead person is essentially a 
‘non-relative’ to the* recipient and hence 
without cyclosporine this programme could 
not take off at all. 

On the other hand in India, where the 
poorest of the poor would sell his or her own 
blood for survival - and this is very common 
in alt the major cities m India - the 
introduction of cyclosporine did not lead to 
cadaver transplant programme. It. on the 
other hand, led to the poor man selling his 
kidney to combat poverty. And thus was 
born the most nefarious kidney trade in 
India, a muliimillion dollar business Very 
soon India came to be known internationally 
as the ‘kidney bazaar’ and Bombay and 
Madras became notorious in this connection. 
One locality in Madras. Villivakkam. came 
to be known as ‘ Kidneywakk am ‘ because 
the majority of residents of (his area were 
forced to eke out their living by selling one 
of iheirkidneys. The typical scenario would 
he this: A rich Arab with renal failure would 
land in one of the dubious nursing homes 
in Bombay A pour migrant labourer from 
Dharavi would be encouraged to ‘donate’ 
one of his kidneys and of course, a measly 
sum of about Rs 25.000 would be given to 
him. Around Rs 6 to Rs 10 lakh would 
change hands in this entire deal. Some 
hospitals were doing 30 to 40 such operations 
a month and one can imagine the amount 
of money involved. V. hilc many urologists 
and nephrologists are involved in this racket 
Some doctors not only began to oppose this 
organ smuggling hui also worked hard to 
get this criminal trade banned. Thus was 
born the present bill 

The bill has several salient features. 
First, it allows doctors to certify brain 
death, thus enabling the starting of cadaver 
transplantation. (Within a few months of 
enacting this bill, a heart transplant took 
place in All-India Institute of Medical 
Sciences. Delhi.The donor was a brain dead 
individual). Once cadaver transplant starts, 
the future of this particular field of medical 
science is immense. At present, it involve* 
high technology and is quite costly but in 
due course, it can be made cheaper and in 
government hospitals it can definitely he 
done free of cost - at least in the case of poor 
patients. This is one of the welcome feature* 
of This bill. 

Secondly, apart from cadaver tnuMptant*. 
this bill also enables ‘near relatives' todonate 
kidneys. In the definition of ‘nearrelative' 
m the bill, (he spouse is also included. Spouse 
maybe* ‘near relative* from the sociological 
point of view, but from the medical point 
of vie w. the spouse cannot be considered a* 
such because husband and wife are not blood 
relatives. A spouse can. therefore, be only 
considered a* a non relative' from the 
medical point of view. In a male-dominated 
country Idee India, this wilt pot aka of moral 
pressure on (be wife to donate her ktdney 

611 


Booboouc and Political Weekly March 25.1995 



to tbCfbusband if he needs one. M K Maui, 
a specialist, calls this a ‘new fonn of 
dowry’. Muthusethupathy, another nephro¬ 
logist in Madras feel* thal women ^organi¬ 
sations must lake this up for further study 
and action. 

It is common knowledge that in India, the 
majority of kidney donors are females and 
the majority of recipients arc males. Renal 
failure has no special sexual predilection 
and both men and women are affected 
equally. While men get transplants, wonien 
are probably left to die. A study done at 
Government General Hospital is revealing 
This hospital undertakes only live-related 
donor transplants and the spouse is 
specifically excluded from kidney donation. 
Table 1 shows the proportion of male and 
female donors and recipients.* 

Tabus I 


No of transplants 

283 

(Since July 1987) 


Recipients 


(MaletFemale) 

223t60 (4:1) 

Ponors 


(MaletFemale) 

110:173(2:3) 

Of first degree relatives. 

i e. patents. 

siblings and children, women form 60 per 

cent of the total donors (Table 2). 

Table 2 


Fust degree relative donors 

248 

(MaletFemale = 98tl50) 


Parents 

136 

Mother* 

103 

Father* 

33 

Siblings 

100 

Brothers 

55 

Sister* 

45 

Children 

12 

Sons 

10 

Daughters 

• 2 


In such usituation. where already females 
are the commonest organ donors, if the spouse 
is treated as a ‘near-relative’ if would, no 
doubt, put great pressure on the wives. Apart 
from not being medically acceptable, if 
anything untoward happens to the wife during 
surgery (in trained hands the dealh rate during 
this surgery should be less than 1 per cent 
but correct dataarc not available), the plight 
of the family with the dead mother and a 
permanently-ill father can well be imagined. 
•Therefore, it is neither medically nor 
sociologically acceptable to include spouse 
jn the list of 'near relative’. On the other 
hand uncles, aunts, cousins.nephews, nieces 
can be included in the list since they share 
some sort of sanguinous relationship with 
the patient. That would enlarge the number 
of donors available to the patient and one 
can choose tbe best matching kidney. 

The most serious objection to the 
provisions in the legislation offered by 
many committed doctors is related to the 
setting up of an 'authorisation committee’, 



which will authorise • totally unrelated 
person to ‘donate’ (read ‘sell’) his organ 
to a recipient “by reason of affection or 
attachment or any other special reason’'. 
This is the classical way our rulers 
operate - banning the organ trade in the 
main text and allowing it stealthily through 
a sub-clause. While this clause would make 
(he kidney brokers and organ smugglers 
happy, many committed doctors feel bitter 
about it. 

All of us know how these ‘authorisation 
committees’ would work in practice As 
usual the rich Arab would fly down to 
Bombay. The poor migrant labourer from 
Dharavi would ‘donate’ his kidney to the 
rich Arab “by reason of affection or 
attachment”. The authorisation committee 
would of course be only too ready to oblige 
the mega rich. The kidney pluckers - 
urologists and nephrologists - would also 
be ready to do their ’professional’ jobs. 
And the petrodollars would ‘take care' of 
all of them. And so the trade would go on 
with the blessings of the authorisation 
committee. These are the types of 
committees that would allow the dangerous 
nuclear power plants, ecologically dis- 


aarowmeg»pn w » rp ro jt c t* ,^ r - 

in tbe market and so orr. The sub-clause 
in effect only adds mofe middle men in the 
racket. 

There are other fringe benefits in this bill 
like regulations of hospitals which porform 
transplantations, laying down criteria for 
'brain death’, etc. But they are all mere 
sops to the crusudcrs of the cadaver 
transplant programme. Therefore, when the 
welcome music and applause heralding a 
ne wera in transplantation dies slowly what 
would remain in place is only the dubious 
‘authorisation committee’. Ultimately what 
this bill does is tolcgalise unethical kidney 
trade. It legitimises the exploitation of the 
poor by the rich in one more way and will 
result also in perpetuating the gender 
bias. Muthuscthupnthy's apt comment 
describing this bill as ‘Curate’s Egg-good 
in parts but rotten as a whole’ is therefore 
a correct assessment. 

Note 

* Yet to be published daia provided by M A 

Muthusethupathy, Nephrologist, Government 

General Hospital, Madras, 
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Grozny and Returfi to Big Powerism? 


Kremlin's decision to pit Russia’s entire military might against the 
Chechen rebels, supported as it was by the US and approved by the 
European governments, reveals the rough edges of an emerging multi- 
power world with America, Europe (not yet united), Russia, China and 
perhaps Japan contending for power. 


h seems to me that the tendency of the time 
is to throw all power into the hands of the 
greater empires, and the minor kingdoms .- 
those which are non-progressive - seem to 
fall Into a secondary and subordinate 
place... 

- Joseph Chamberlain, Britiib minuter for 
the colonic*, in 1897. 

OROZNY, the Chechen capital, ha* been 
reduced to duct. So alto our hope* about 
building a brave - or even a timid - New 
World. What we *ee taking place instead 
is a revival of the Big Power system of the 
late 19th century. The ayatem proved 
brutish, dangerous and short-lived. There 
is no substantial reason to believe that its 
second version would be less hazardous in 
any respect But first Grozny... 

Kremlin's mishandling of the Chechens’ 
claim for self-determination is a subject wc 
leave to more competent hands to analyse 
and record. What concerns u* immediately 
is the short- and long-term impact of the 
Chechen war on post-communist Russia 
and world politics. The decision to pit 
Russia's entire military might against a 
ragtag band of rebels in the Caucasus, it 
now appears, was taken by a small cotcry 
of presklentBoris Yeltsin's advisers known 
as the ‘party Of war’. The decision did not 
go down well with ordinary citizens. A 
majority of the member* of the Duma. 
lower house of the Russian parliament, 
criticised the decision. Many of Yeltsin's 
pro-reform ministers felt unhappy and 
resigned in disgust. The moat influentis) 
among them and once the president’s chief 
economic adviser, Yegor Gaidar, warned 
about the possibility "of a military- 
authoritarian regime being established in 
Russia”. His view found powerful support 
from Leonid Petrovsky, a communist 
deputy. 

Opposing the war. a number of human 
rights organisations publicised gruesome 
details of violence committed by Russian 
soldier* against Chechen civilians. Their 
loud protest provoked a worldwide 
response, which at one point did appear to 
have unnerved Yeltsin as he reportedly 
ordered a temporary cease-fire in Grozny. 


But. quite contrary to such reported 
‘gestures ’, the Russian army advanced and 
pounded the centre of Grozny with 
withering rocket and artillery fire as 
waves of air attack on Chechen-held 
parts of the city reached unprecedented 
ferocity. Did Yeltsin lose control over bis 
generals? N ot exactly: for a couple of days 
later (January 18). we find him making a 
fine point of emphasising that he was 
personally in control of the day-to-day 
tunning of the war, which he promised 
would be over “in the coining days”. 

What intervened in-between to rejuvenate 
president Yeltsin and his advisors? Not 
presumably the war, for it was not progres¬ 
sing well. On the contrary, Russian generals 
weir quarrelling and blaming each other 
and in Grozny. Chechen rebels were 
outmanoeuvring and destroying Russian 
tanks. The war-front, in a word, was 
becoming a mess. Yet. Yeltsin’s spirit 
soared ax the voice of his opponents 
subsided. Why? Because relief came 
'unexpectedly' from western quarters: 
deploring the violence in Chechnya, the 
US president, Bill Clinton, reiterated 
nevertheless his unqualified support for 
Yeltsin. “Chechnys", he told a conference 
of US investors in central and eastern 
Europe (January 13), “is part of the Russian 
Federation and wc support the territorial 
integrity of Russia". His secretary of state, 
Warren Christopher, went one step ahead 
to predict that the $ 90 million aid-package 
for Russia would be approved despite fierce 
opposition in the US Congress. In New 
Delhi, around the same time, the USdcfencc 
secretary, William Perry, gratiytously 
conceded that Russia had the right to defend 
its federation (January IS). 

Most European governments approved 
this stand. In Frankfurt, (be German 
Chancellor, Helmut Kohl, pledged full 
support to the Russian president despite 
the Chechen crisis: “in (he interest of 
stability, democracy and economic 
liberalism". And, of course, in the interest 
of huge German capital sunk in the effort 
for Russia's economic recovery. 

When did the opponents of the ’war 
patty' go wrong? In holding the illusion 


that America and the west would vindicate 
their stand oo Chechnya and force Kremlin 
to draw back iu troops from Grozny. They 
erroted in their judgment in as much as 
the early BoUfceviks bad inex pec ting that 
the European working class would rise in 
support of the October Revolution. In 
1918-20, the politically advanced workers 
of France and Germany deserted the cause 
of proletarian solidarity. Seventy-five yean 
later, the so-called Crusaders of human 
freedom turned down any call far help 
from Russian liberalsagainstarevancfaist, 
neo-nationalist war-party. In their view, a 
strong and stable Russia, even if fronted 
and back by soldiers, was preferable to 
defending obscure rights of ethnic 
minorities in the Caucasus. Besides, a strong 
Russia constituted the only barrier to an 
irredentist upsurge of the ‘savage* Tartar 
and Mongolian horde*. Hence, if Chechnya 
broke away, others might try to follow. 
Conversely, if Moscow triumphed, it 
could send a message to other non-Russian 
ethnic groups .including those of the newly 
independent states, that “it will not hesitate 
louse violence in the face of recalcitrance”. 
In the process, if the w gf party was 
emboldened to re-establish Russia's 
clsim as. if not a superpower, *l least« great 
power, it could cause no harm. In the relation 
among nations - nations which matter - a 
show of force becomes inevitable. Hence, 
Chechnya could be allowed to be seen as 
Russia's Haiti! 

Thus, despite (he noises the western 
medi a raised over the sack of Grozny, the 
war party was given a green signal to go 
ahead and crush the Chechens. In particular, 
the Clinton administration was keen to tee 
a quick end to the war one. because it was 
no longer sure how a Republican packed 
Congress would view iu dose relations 
with the current bunch of dictators in 
Kremlin. Two. a prolongation of the 
conflict in Chechnya could raise an outcry 
over the violation of human rights which 
Washington could mu possibly ignore. For. 
in its new role as the world's Supercop, 
America bad used tbc issue of human rights 
to interfere at will into the affairs of other 
nations and societies. True, it had made 
several compromises (as in the cause of 
China); but it could noi give up the issue 
altogether without damaging it* own image 
as a do-gooder. 

Surprisingly, this attitude suited China, 
an established big power in the east, and 
India, an aspiring power to the south of 
central Asia. Both have a common cauac 
to defend: Chins's sovereignty on Tibet 
and India's on Kashmir. Both, therefore, 
have unleashed state-violence by degree* 
to keep ethnic unrest under control. Hence, 
they had reason to be cxtra-grttefttl to the 
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Russian foreign minister, Andrie Kozyrev, 
when he brazenly claimed that the 
Chechen crisis was strictly Russia's 
internal affair. Said Kozyrev. “1 recently 
held negotiations in Geneva and Bern with 
US secretary of state. Warren Christopher, 
and German foreign minister, Klaus Kinkel, 
who unequivocally confirmed their 
understanding of our stance. The same 
understanding was displayed by oureastem 
partners. China and India. Russia’s 
partnership with the leading countries of 
the world passed the durability test that 
although there is a very strong opposition 
in many of them. Islamic countries too are 
not going to the extreme and are showing 
restraint.” 

Yet. at the height of the conflict. Moscow 
did not hesitate to officially spread the 
rumour that Islamic militants were backing 
the Chechen unrest and planning to ignite 
a ‘jihad’ throughout the Caucasus. The 
very idea frightens western Europe. Is it 
not across the “fault-lines between Christian 
and Islamic civilisation” that Huntington 
draws his picture of the coming 
"Apocalypse? “In the coming years", he 
writes, “the local conflicts most likely to 
escalate into major wars will be those, as 
in Bosnia and the Caucasus, along the 
fault lines between civilisations. The next 
world war, if there is one. will be a war 
between civilisations” ( Foreign Affairs. 
Summer 1993)'. 

Emerging Pattern 

Thus, we see the rough edges of a multi- 
power world emerging. The chief 
contenders for power will be America, 
Europe (though not aa yet united). Russia, 
China and perhaps Japan. Th'c unwritten 
code to bind them together will be that 
none should abruptly collapse and thereby 
cause a seismic upheaval in their power 
equations. This means that Big Powers 
should support one another in times of 
crisis - though not always as allies but as 
amiable rivals. A measure of competition 
among them will help secure and strengthen 
a global security system which will 
discourage “secondary and subordinate” 
states from over-spending on their weapons 
and armies. 

This explains why the US-as self- 
appointed chief of the Big Power Club 
(BPC) - is so anxious to impose a blanket 
ban on the production and proliferation of 
weapons of mass destruction by non-nuclear 
nations. “Our global and regional strategies 
fqr 1995", asserts the US secretary of state, 
“comprise the most ambitious .non¬ 
proliferation effort in history, beginning 
with seeking the definite and unconditional 
extension of the NPT’. 


It is obvious that as KPT regime, when 
established, will role out any further 
addition to the BPC, even if some other 
nations happen to acquire nuclear capa¬ 
bility. At the most, they can be co-opted 
into an alliance system which will give 
them full protection from possible external 
attack. At worst, they will be branded as 
“hostile states”. Besides, attempts will be 
made to point out that someBPC members 
have on their own surrendered their option 
to go nuclear. Japan, for instance, adheres 
to its fixed national line of Three Non¬ 
nuclear Principles, viz, non-possession, 
non-production and non-introduction of 
any nuclear weapons. Although, the third 
principle raises some criticism inasmuch 
as the preservation of Japan's security 
depends on a US-extended nuclear 
umbrella, (he policy has nevertheless helped 
Japan to restrict its defence-related expen¬ 
diture to the minimum as well as create a 
climate for friendly commercial and 
diplomatic relations with other countries 
of Asia. Similarly. Germany - where the 
anti-nuclear sentiment still runs strong - 
relies on credible deterrence extended by 
America. 

Two arguments follow from the above: 
First. since some Big Power Chib members 
remain non-nuclear, there is no convincing 
reason why others outside the Club should 
not emulate their examples. Inother words, 
possession of nuclear capability and big 
power status are not one and the same 
thing. Second, in addition to strengthening 
its own defence, the US takes on the burden 
of guaranteeing nuclear protection to its 
existing and potential allies in Europe, 
Eurasia and Far East. In this sense, its 
national security policy cannot be anything 
but global. Thi* involve* that the US 
should always try to keep ahead in 
advancing and deploying its missile 
technology system wherever a threat 
emerges: “to hedge against unexpected 
developments which may be a reversal of 
Russian reforms, or transfer of technology 
from one of the fonneT Soviet Union 
countries to Iraq or Iran.” Or, any apache 
ghost the American nightmare can conjure 
up! 

These arguments offer a vision of the 
coming world order which is pulpably 
discriminatory and, therefore, unacceptable 
to many of those who aspire to be counted 
as, if not big, influential actors in the 
international arena. Surprisingly, these 
nations make their claim Dot because they 
have sufficiently strong or sustainable 
economies (some would collapse without 
external dole); but because (bey have gained 
sufficient military/technological capacity 
to produce destructive weapons. Some 
suffer from megalomania; therefore. 


r / rs? lf ; a 

incapable to thiek anything ias* than % 
(Iraq and Libya). Some are willing enough 
to offer their services to the US. at a global 
policeman, provided they can keep their 
nuclear options free (Egypt and India). 
Others appear to act tough in order to 
snatch any kind of advantage from the BPC 
(Israel and North Korea). 

We should reserVb further discussion of 
these 'hostile' or 'transitional' states to a 
future occasion; but some features common 
to ail of them may be noted: (a) whatever 
be their moral stance, the foreign policies 
of these states are guided by singularly 
opportunist and mercenary motives: 
(b) their preoccupation with defence 
matters (expansion, modernisation and 
training of the armed forces) tends to 
militarist politics to the extent of denying 
a larger section of population its basic 
human needs (BHN); (c) in advancing a 
power-status in world affairs, they 
progressively desert the ranks of poorer, 
non-aligned, nations, and (d) their concern 
for third world solidarity sounds as hollow 
as America’s for the preservation of human 
rights. 

A world system based on power hierarchy 
cannot be very safe because it stresses the 
primacy of the military over other aspects 
of international relations. If anything, it 
can only stretch the ‘fault-lines' across and 
beyond the nuclear-haves and haves-not. 

Imbalances Within 

Besides, a complex interplay of mutual 
trust and suspicion among the Big Fowere 
cannot bq sustained for long. Nor, perhaps; 
even in the short run. Thus, for instance: 

A great power such as Baris Yeltsin’s 
Russia lacks the economic resources to 
match its military strength. Nor does it 
appear to have the political will to rise 
above its level of extreme dependency on 
external financial assistance. Being 
economically disadvantaged, Russia may 
like to flex its muscle on issues which 
impinge on western security such as 
NATO’s eastward expansion, or Serbian 
attack on Bosnia, or any US-inspired 
nuclear missile-regime. The great debate 
between the pro-and anti-war groups over 
the sack of Grozny may also unleash a 
wave of anti-western sentiment in Russia 
of the late 19th century vintage. The 
question of whether Russia is a part of the 
west or leader of sdistinct Slavic-Orthodox 
civilisation may resurface to throw a 
spanner into the American-inspired scheme 
of ranking states according to power. For, 
to paraphrase Huntington, “If, as the 
Russians stop bebavinglike Marxists, they 
reject liberal democracy and begin behaving 
tike Russians but not tike westerners 
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(Hence) file relation* between Russia ami 
the wed could again become distent sod 
conflictual.” 

Second, the design oft united European 
security remain* f* yet incomplete. As 
sovereign states, the signatories of the 
Maastricht Treaty are in no mood to give 
up their own individual perceptions of 
security. France and Britain oppose any 
immediate move toinclude east Europeans 
into NATO’s alliance system. Germany, 
though favouring a collective security 
policy, cautions that any expansion of the 
alliance should be accompanied by 
“intensive partnership with Russia and 
Ukraine”. Waiving such objections, the 
US is reportedly trying to make a direct 
deal with Russia 

Europeans also complain that if the US 
cannot be relied upon to support one alliance 
policy (such as towards Bosnia), what is 
to guarantee that it wil 1 support others ? The 
latter, in turn, blames the Europeans for not 
sharing a part of its defence burden and 
such out-Of-area tasks as UN peacekeeping 

In the east China as a great industrial 
and military power-house, remains as 
inscrutable as- ever. Although, it has 
gradually opened its market to outsiders, 
it remains as determined as ever to resist 
any interference in its domestic and 
economic affairs. Beijing, moreover, is 
unwilling to accept Washington as supreme 
arbiter of a multi-power world. Twice it 
has successfully rebuffed US threats of 
economic sanctions: first, on account of 
human rights and. second, on intellectual- 
property protection. As a general rule, 
unilateral sanctions arc a mistake: but 
having got used to arm-twisting Japan over 
the years, Washington thought it could as 
well bend the octagenarian rulers of Beijing 
to its will. It has been proved wrong: for. 
whereas China can absorb business losses, 
its threat to meet US penalty for penalty 
has sapped the enthusiasm of American 
businessmen for the administration's line 
on intellectual property rights. Noted the 
influential US-Cbina Business Council. 
“There is an element of feeling that this 
is more a fight for Hollywood and Silicon 
Valley and that we are putting in jeopardy 
the broader commercial relationship for 
what is important but (till narrow and 
limited segment of US business in China." 

Ambmca and BBC 

This leaves ua with America which has 
taken upon itself the responsibility to 
establish entente cordiale among nations. 
Why? Because A alone has the capability 
and the seal - Calvinistic or otherwise - to 
wage wars on many fronts: whether it be 
preservation of human rights, security of 


maikat-based demoemtirs. balancing trade 
kisses by slapping tariff on the goods of 
others, or bailing out American investors 
by advancing billion* of do!L ot to new- 
bankrupt Mexico. Obviously, America's 
economic often* ive reflects an acute crisis 
in the production and management of the 
nation's own wealth. 

At the same time, as a global policeman, 
the US has to keep its fighting capacity at 
all-time high- Thus, defending a $ 262.2 
billion budget proposal for defence, 
president Clinton urged that US military 
forces must be able to simultaneously fight 
two wars of the size of the Gulf operation. 
Hence, “three tactical US defensive 
programmes - the army’s advanced Patriot 
missile, the navy's Standard/Aegi* 
programme, and the high altitude air 
defence programme - will enter full-scale 
development in 1996-97*. The budget also 
proposes SI.9 billion for the stockpile 
stewardship programme and another $1.6 
billion for ensuring the safety and reliability 
of nuclear weapons, lire intelligence budget 
too needs to be kept at the 1995 level to 
support this effort. 

But, even a policeman needs to go about 
doing his beat with a ‘human face'. He must 
be seen to be forcefully engaged in fighting 
the forces of violence and oppression. Hence, 
while asking for a S 21 billion foreign-aid 
budget, Warren Christopher /tated that it 
contains provisions to intensify the Campaign 
against global terrorism and narcotics 
trafficking. The budget would help strengthen 
open global and regional trade “that i*.*o 
vital to American exports and good 
American jobs". Besides, US peacekeeping 
operations, explained the US ambassador 
to the UN, Made In nc. “allows to influence 
events at a cost and risk far less than if we 
intervened alone”. 

America would like to believe that it 
gives top priority to humanitarian causes 
in its foreign policy concerns. So that the 
more it careens towards upholding a shaky 
big power system, the more emphasis it 
gives to such causes. But this may ndt last 
long - already the administration’s initial 
enthusiasm for human rights has taken a 
dip, particularly in vie w of the Republican 
demand for cutting down the size erfforeign 
aid and peace-keeping. Warren Christopher 
agreed with hii Republican critics that 
America does not look to the UN “to be 
effective where swift and decisive 
application of military force is required to 
defend our vital interests". Nevertheless, 
under the circumstances, be maintained 
"peace-keeping can support efforts to 
mediate dispute. demobiliae belligerents, 
monitor cease fires, provide humanitarian 
relief, and create conditions in which new 
democracies can succeed". 


Trim slated into simple words: the US can 
lead the UN to places where it decides to 
intervene (Somalia and Haiti), and leave 
it then to complete rest of the operation. 
In the bargain, it gets a good name as well 
as the credit of having bolstered the world 
organisation. And the cost? Ever so 
charmingly low Albright revealed in a brief 
that direct US participation in.peace¬ 
keeping over the last two years has been 
very modest: “The US ranks 26th among 
nations in the number of troops participating 
and US cost for peace-keeping is lest than 
one half of 1 per cent of what we spend 
for national security.” 

And the return? Demanded Albright as 
she added, “Should we discount entirely 
the benefits to American interests and ideals 
of successful missions in such diverse places 
as Namibia, Cambodia. El Salvador and 
Mozambique - where longstanding conflicts 
were ended and transition* to democracy 
begun T' 

The point is not that America is playing 
a gigantic hoax. Jnit that it has been caught 
up in the meslf of its own success in 
outwitting - arid out-lasting - a formidable 
rival. The end of the cold war saw the rise 
of an evangelising America bent upon 
reordering the world. As the sole surviving 
superpower, it had the power to strike 
down its enemies, the will to lead hs friends, 
and the mission to promote market-based 
democracies. In a word, the American * 
Epoch had arrived. 

Yet. this globalisation of American 
concerns has taken a heavy toll on its vast 
but limited resources. Partly moved by 
conviction and partly by circumstances, 
America has gone on taking too many rales 
to perform all at the tame time. Keeping 
world peace, maintaining big power 
system and western security, meeting the 
economic burdens of uncertain allies, and 
serving the principle* of free market nod 
human freedom as well as refuelling its 
own declining economy - all these taken 
together can dwarf the Twelve Labours of 
Herarles.Xo the process, gloomily predicts 
Paul Kennedy. 

The United Stales now runs the risk, so 
familiar to historians of the rise and fall 
of previous Great Power*, of what might 
roughly be called “imperial overstretch” 
that is to say. decision-maker* in 
Washington must face the awkward and 
enduring fad that the sum-loud of the 
United States global interests and 
obligation* is nowadays far huger thaa the 
country's power (o defend them all 
simultaneously (The Rise end Felt of Great 
Powers, p 515). 

The warning - alas - may have come a 
decade too Istr' 
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CENTRE FOR MANAGEMENT IN AGRICULTURE 

INDIAN INSTITUTE OF MANAGEMENT, AHMEDABAD 

Announces 


A Summer School for college teachers on Management of Common Property 
Resources to be held during June 1 -10,1995. An inter-disciplinary course with 
special emphasis on Ecological Economics perspective is organized to equip 
:the young teachers in theory and practice of Common Property Resources.' 

The Course will also deal with special sectoral areas such as forestry, fishery, 
grazing lands, water, etc., apart from conceptual issues in transactional costs, 
political theory of institutions, organizational theory, etc. 

« 

WHO CAN APPLY: 

College teachers with background in economics, sociology, political science, 
anthropology, agriculture, ecology and related disciplines having strong interest 
in teaching and research in common properties with post-graduate degree and 
some evidence of independent work. Preference will be given to teachers from 
the colleges located in ecologically disadvantaged regions such as hill areas, 
drought prone areas, flood prone areas, forest regions, social exchange 
processes, network, etc. 

COST: 

The selected candidates will be reimbursed second class train fare and will be 
provided hospitality besides a set of teaching material. There is no other fee. 
Candidates may apply with a one page note on their plans to pursue research 
and teaching in this area along with their copy of bio-data and list of publication 
to the Programme Officer, Centre for Manpgement in Agriculture, Indian 
Institute of Management, Vastrapur, Ahmedabad 380 015, Gujarat, latest by 
April 30, 1995. 
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Agricultural Growth across Crops and Regions 

Emerging Tbends and Patterns 

S D Sawant ' 

C VAchnthan ’ 

There has been a significant upsurge in the production and productivity growth in Indian agriculture in recem 
years and it cannot be attributed merely to a favourable weather. On the contrary, it appears that a shift io highe 
growth path is underway. A far more important role played by yield improvement in inducing higher growth in outpw 
demonstrates that the process of growth has been technologically more dynamic too. Another welcome feature of growl! 
has been its wider dispersal across crops and regions, making it more broad-based in the 1980s. 


SUSTAINED growth in agricultural 
production and productivity is essential for 
overall stability of the Indian economy. B ut 
that is not enough. The aggregate growth 
rate in agriculture has remained fairly stable 
and unchanged in the first two decades of 
the post-green revolution period. What is 
really required at the present stage of 
development of Indian agriculture is to step 
up agricultural growth over and above the 
rate already achieved in the past. An 
accelerated growth in agricultural production 
would not only contain widening rural-urban 
income disparity but also help in achieving 
a higher reduction in rural poverty. The 
question therefore is whether it would be 
possible to improve output growth in the 
agricultural sector in the years to come. Do 
peat trends in agriculture justify any optimism 
in this respect? 

Grots domestic capital formation in 
agriculture at constant prices showed a 
significant decline between 1980-81 and 
1987-88, after registering a steep rise in 
the 1970a. 1 The decline observed in the rate 
of growth of fixed capital formation was 
even steeper. Obviously, there was an 
apprehension that this adverse trend was 
responsible for nearstagnancy in agricultural 
production between 1983-84 and 1987-88. 
However, contrary to this pessimistic 
assessment Rao (1994) 1 found that there had 
been some improvement in agricultural 
growth in 1978-89as compared to 1967-78. 
He attributes it to a better utilisation of the 
existing infrastructure in addition to growing 
importance and a wider spread of yield- 
raising technology in the recent period. Yet, 
there is a widely shared reservation in this 
context that a period of successively good 
monsoons may be mainly responsible for the 
recent steadiness or improvement in 
agricultural growth. 1 That is to «ay, the 
observed improvement in growth may just 
be a weather-induced temporary phase. 
Therefore, to have a more realistic 
understanding of the future prospects of 
agricultural growth, it is necessary to update 
the assessment of growth by extending the 
database beyond 1988-89 as also to make 
it more rigorous through the meticulous 


statistical analysis. Additionally, we also need 
to look into the trends at the disaggregate 
level, that is, to examine which crops, in 
which regkxw/st&te* indicate relatively higher 
growth potential and which are showing 
signs of stagnation. It is equally necessary 
to identify the sources of output growth of 
different crops so as to verify whether it is 
the increase in area or increase in yield or 
both which contributed to growth. This would 
help us in identifying the regional patterns 
of growth which lie behind the m aero trends. 

Of late, there has also been a frequent 
reference in the agricultural policy discus¬ 
sions to a need to diversify crop prod ucti on, 
particularly in the relatively well developed 
agricultural regions of India. The objective 
is to accelerate agricultural income growth 
and simultaneously make it sustainable too. 
by promoting cultivation ofhigh value non- 
foodgrain crops. Are there indications of 
such drversification taking place in the recent 
years? If so, in favour of which crops and 
in which regions? Is diversification based 
mainly on inter-crop area shrifts or docs it 
represent a technologically more dynamic 
situation involving accelerated increases in 
productivity of more favoured crops? What 
are its implications for agricultural income 
growth? These issues too need to be probed 
through scrutiny of the latest crop data at 
the national and the state level, in order to 
provide right orientation to the policy 
initiatives required to enhance agricultural 
growth as also to sustain it in future. 

Keeping in view the above-mentioned 
broad objectives we analyse in this papertbe 
crop output growth and the sources of growth, 
at the national and the state level using the 
moat recent data. 

The paper is divided in two parts. Part A 
includes four sections and focuses mainly 
on the aggregate level analyais.^iection I 
describes the coverage and nature of 
analysis. Section II examines growth 
performance of three crop groups, namely, 
food grains, non-food grains and ail crops 
combined at the all-India level, and 
investigates whether there has been 
acceleration on deceleration in their growth 
in recentye an. Section ID mafyses aggregate 


performance of agricultural sector across' 
states while Section IV presents a scrutii 
of crop wise growth in Indian agricultur 
Part B dikeusses at length the results 
the state level analysis of output growth 
foodgrains and the major nen-foodgra 
crops in Sections V to VHJ and at the w 
presents the conclusions of the study 
Section IX. 

Part A 

I 

Coverage and Nature of Analysis 

Evaluation of agricultural growth pc 
formancc attempted in this paper is limiti 
to the post-green revolution period only, tfa 
is to the years from 1967-68 to 1992-93.1 
main focus is on the comparison betwet 
the two sub-periods, namely, the period 
i e, the early phase of the green revolutii 
period covering the years up to 1981 -82 &i 
the period II. i e, the latter phase wbii 
includes post-1981-82 years. We refer 
these periods also as the 1970s and the 19' 
respectively. The study uses the official cn 
statistics drawn mostly from varioi 
publications of the government of India. 4 
includes IS major states which Cogetb 
account for nearly 97 per cent of India 
foodgrain production and NDP generated 
agricultural sector. The states are classify 
in five major regional groups in order 
organise and facilitate the discussion of tl 
state level results as al so to trace the region 
patterns, if any, emerging in the period unt 
study. The organisation of five regions is 
follows: 

Southern Region : Andhra Pradesh, Kamatal 
Kerala and Tamil Nadu 
Western Region : Gujarat and Mahamabtn 
North-western Region: Haryana and Puaji 
Central Region: Madhya Pradedi,Raj«*hi 
and Uttar Pradesh 

Eastern Region: Assam. Bihar, Orissa ai 
Weat Bengal. 

Performance is evaluated on the basis' 
estimates of compound annual growth rat 
in area, crop production and yield per bocta 
of principal crop* at the all-India and tl 
state level. Additionally, the growth rat 
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an (l«o worked out by win* <i) the eerie* 
of afl-toduiadexmanbira at sroe, prodoctkxi 
end yield per hectare of foodgnios, non- 
foodgrtin* and allcrop*, and (ii)(he national 
and the state level series of net domestic 
product generated in agriculturespcciolly to 
infer about aggregate performance of 
agriculture. 

Compound annual growth rates 
(henceforth CAGRs) have been estimated 
| by fitting a simple trend function ( 1 ) to the 
time series of three-year avenges of area, 
production or yield per hectare, 
log Y * a +■ bt... trend function ( 1 ) 
where Y's arc the triennial averages of Y, 
the original observation* on area, protection, 
etc, and t is the time variable. 

CAORs are separately computed for two 
sub-periods for all the data sets and 
additionally for the entire period in respect 
of all-India crop aggregates. The periods as 
mentioned in ail the statistical tables are 

(1) : 1968-69 to 1981-82 and (U) 1981-82 to 
1991 -92, where the year refers to the central 
year of the biennium. All the statistically 
non-significant CAORs are treated as zero 
growth rates. 

The use of three-year moving average 
series of area, production or yield per hectare, 
instead of the original scries is expected to 
reduce considerably the influence of extreme 
variations in climatic factor* on the associated 
estimates of CAORs. However, the 
alternative weather adjusted estimates of 
CAGRs too are worked out for comparison 
at the all-India level by fitting a trend function 

( 2 ) in which index of rainfall is explicitly 
included as an independent variable. 

log Y * a + bt + CR ... trend function (2) 
where R is the all-India annual rainfall index 
constructed by the Indian meteorological 
department and Y's are original observations 
on area. etc. 

Additionally, for verification of exi stcnce 
of statistically significant acceleration or 
deceleration in output growth we estimate 
a quadratic in time variable by fitting a 
function (.1), i e. log Y ■ a +■ bt + ct* to the 
time series of triennial averages of the all 
India index numbers of area, production and 
yield per hectare for foodgrains, nun- 
food grain* and all crops. The same exercise 
has been, repeated for the state level 
toodgrains production series to ascertain 
emergence of acceleration or deceleration in 
their output growth. 

II 

Performance of Foodgrains, 
Noa-Foodfrabu aad AH Crop* 

Table 1 provide* CAORs based on trend 
function ( 1 ) and the time series of triennial 
average* of all-India index numbers of area, 
production aad yield per hectare separately 
furfoodgnina, noo-foodgrain* and all crop* 
for the two sub-period* and the entire post- 
green revolution period. In addition, it also 


reproduces alternative estimate* of growth 
rate* of output computed by fitting the trend 
function ( 2 ) to the original series of index 
numbers of production, for comparison with 
the former. 

It is pertinent to note in this context that 
estimation of trend functions (I) and ( 2 ) 
yielded statistically significant values of'b' 
and ‘c’ for all the three crop group* and the 
periods with all the corr esp onding values of 
R ! exceeding 0.95. In other words, the 
alternative procedure based on explicit 
inclusion of rainfall index in tbc trend 
function did not offer any improvement over 
the estimation based on trend function ( 1 ) 
and thus proved that the estimate* of CAGRs 
based on trend function ( 1 ) and the lime 
series of triennial averages of the variable, 
were almost free from the effect of rainfall 
variations, which appear to be essentially 
random in nature. 'Hie subsequent analysis 
of agricultural growth at the all-India and 
the state level was therefore restricted only 
to estimation of CAORs obtained by fitting 
trend function ( 1 ) to the time series of three- 
year averages of area, production, etc. 

Further, the comparison between the two 
sets of estimates of CAGRs listed in Table 1 
for output of foodgrains (column 3), non- 
foodgrains (column 6 ) and all crops 
(column 9) also demonstrates that the 
difference between them is very negligible 
for ail the crops group* and each of the three 
periods. For example, two alternative 
estimates of CAGRs for foodgrains output 
arc 2.21 per cent and 2.17 per cent for 
period 1,2.92 per cent and 2 .80 per cent for 
period 1! and 2.65 percent and 2.67 per cent 
for the entire post-green revolution period. 
The corresponding two set* of estimates of 
CAORs for non-foodgrains output are 2.41 
per cent and 2.44 per cent (period I). 4.30 
per cent and 4.06 per cent (period IT) and 
3.02 per cent and 3.07 per cent for the entire 
period. Similarly, alternative estimates of 
growth rates for output of ail crops arc 2.29 
per cent and 2.28 per cent (period I). 3.43 * 
per cent and 3.26 per cent (period U) and 
finally 2.7 per cent and 2.82 per cent for the 
entire period. 


The most striking feature of India's 
agricultural growth in the recent period ax 
revealed by Table 1 is that of decisively 
superior performance of non-foodgrains 
vis-a-vis foodgrains. Indeed, CAGR of non¬ 
food grains output realised during 1981-92. 
i e, 4.3 per cent exceeded significantly that 
of foodgrains, namely. 2.92 per cent during 
the same period. The reason was. non- 
foodgrains as a group benefited from 
significant expansion in both the components 
of production, i e. at the rate of 1.71 percent 
in area under them and of 2.55 per cent in 
their yield per hectare in period U In 
contrast, area under foodgrains actually 
declined in the 1980s (CAGR = -0.26 per 
cent). Yet. it is important to recognise that 
foodgrains output continued to grow at the 
rate of 2.92 percent as the growth in yield 
per hectare of foodgrains exceeded 3 per 
cent(CAGR = 3.19pcrcent)outpacing the 
negative growth rate in area to a far greater 
extent. 

An emergence of significant negative trend 
in growth of area under foodgrains (-0 26 
per cent) vis-a-vis relatively high positive 
growth in area under non-foodgrains (1.71 
per cent) at the aggregate level, mentioned 
above. implies that in recent years there must 
have been an increasing shift of land from 
foodgrains tonon-foodgrains. Whether, this 
phenomenon was almost universal across 
the states or was restricted to only a few 
slates/regions of the coi.ntiy woold be an 
interesting issue for investigation. But wc 
would examine it in part B while analysing 
agricultural growth at the slate level. 

The preceding discussion makes it clear 
that the non-foodgrains acquired a distinct 
lead over foodgrains in India's agricultural 
growth during the J 980s. i c. the Uacrptaase 
of the green revolution. Furtbct.hclwecntbe 
two sources of output grow th dominance of 
yield over the area component was dearly 
established in respect ofboth. the foodgrains 
and non-foodgrains. Naturally, at the 
aggregate level too. a far greater contribution 
to growth in production of all crops which 
was at the rate of 3.43 per cent came from 
the yield component (CAGR * 2.93 per 


Table 1: Comkxjnu Anw >ai Rates of Growth (CAGRs) in Index Nitvsexs of Area. 
Production and Yield Pfr Hectare 

(Arreeaf) 





Food crams 


Nob -food cram* 


All Quo* 



Period 

Area 

Produc- 

Yield 

Arm 

Pfbduc- 

Yield 

Are* 

Produc- 

Yield 




uon 



iron 



Don 



(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(*> 

09. 

(10) 

1 

1968-69 lo 

0.37 

2.21 

1.85 

1.06 

2.41 

1.34 

0 54 

229 

1.74 


1911-82 


(2.17) 



(244) 



(22*1 


u 

1981-8210 

-026 

2.92 

3.19 

1.71 

4.30 

2.55 

0.49 

*.43 

2.93 


1991-92 


(280) 



(4.06) 



t32M 


ID 

1968-6910 

an 

2 65 

2.51 

1.17 

3.02 

1.83 

048 

279 

2.30 


1991-92 


(2-67) 



(3 07) 



a.K> 



Nates: (1) All the growth rate* are statistically significant as 5 per cent level. 

(2) Value* i* parentheses are CAGRs obtained by ftttiag a tread fuaettos (2). 
i e. log Y ■ at bt ♦ cRl whor e Y's are original index number* aad Rt'< are Wx- 
al)-India rainfall Index lumbers constructed by Indian Meteorological Depannxwi 
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cent) than from the area component, the 
corresponding CAOR being 0.49 per cent 
only. This is not surprising in view of the 
fact that area has long ceaaed to be an 
important source* of growth in Indian 
agriculture. 

Again changes which have occurred in the 
pace and sources of growth in agriculture 
between period I and period II may provide 
some indication about the future course of 
growth. It would, therefore, be interesting 
to look into the changes in behaviour of area 
and yield components over the two phases 
of the post-green re volution period and their 
impact on the pace of output growth. 

CAOR for food grains output moved up 
significantly from 2.21 per cent in period 
I to 2.92 per cent in period II. Acceleration 
in output growth rate of non-foodgrains in 
the 1980s was evert more rapid as their 
growth rate increased steeply fitmi 2.41 per 
cent in period I to 4.3 per cent in period II. 
Consequently, growth in output of all crops 
too accelerated in the 1980a reaching the 
level of 3.43 per cent from its earlier level 
of 2.29percentrealised in the 1970s. Again, 
the statistical evidence presented in the 
beginning of this section demonstrates that 
the output growth rates are free from any 
systematic variations in rainfall. Thus, 
recent upsurge in growth appears to be 
more enduring rather than just a short-lived 
weather-induced phase. 

Changes in relative contribution of area 
and yield components to food grains output 
growth were also noteworthy. In the 1970s 
area under foodgrains expanded gradually 
at the rate of 0.37 per cent but this positive 
Jfcod was replaced by anegative growth rate 
/of -0.26 per cent in the 1980s. However, 
much faster acceleration in the growth rate 
of yield per hectare, i e, from 1.85 per cent 
in period I to 3.19 per cent in period II. more 
than compensated for declining trend in 
area and pushed up output growth above 
the level achieved in the 1970s. In contrast, 
non-foojgrains experienced accelerated 
expansion both in area, i e. from 1.06 per 
cent to 1.71 per cent and yield per hectare, 
i e, from 1.34 per cent to 2.55 per cent 
between the two sub-periods. Indeed, it is 
remarkable that the pact of growth in yield 
perhectareofnan-foodgrmins nearly doubled 
from the 1970s to the 1980s. Obviously, 
growth rate of yield per hectare of all crops 
combined, too moved up from 1.74 per cent 
in period I to 2.93 per cent in period □. It 
was this rapid momentum in yield growth 
across the crops which was responsible, for 
Unproved performance of Indian agriculture 
in the 1980s. 

Three conclusions clearly emerge from 
the preceding analysis. One. attbe aggregate 
level there has been a marked upward 
movement in the pace of growth. Secondly, 
the major driving force behind it it the 
atpam ion in productivity. Thirdly, and more 
importantly, the emergence of acceleration , 


t ‘ 

is unlikely to be merely a weather induced 
phenomenon and appemtobe more enduring 
one.In order to reinforce onrihird conclusion 
we investigated farther statistical significance 
of the process of acceleration. 

Toexamine the hypothesis of acceleration 
in growth over the entire post-green 
revolution period we fitted the trend 
function (3), i e, log y^a + bt-fet’tothe 
triennial averages of index numbers of area, 
production and yield per hectare, separately 
for foodgrains, non-foodgrains and all 
crops. The results of this second exercise 
are listed in Table 2. * 

In all the regressions for production and 
yield per hectare, the coefficients of t and 
t 1 , i e, ‘b’ and ‘c’ both, were found to be 
positive and statiaticaily significant, 
establishing significant acceleration in 
production and productivity growth at the 
all-India level (columns 3 and 4). But in 
regression for area, the coefficient ‘c’ turns 
out to be negative and significant for 
foodgrains and positive and significant for 
non-foodgrains. This implies deceleration 
in ares growth for food grains and acceleration 
for non-foodgrains in the recent period. 
Aggregate area under all crops naturally 
shows absence of either deceleration or 
acceleration in the rate of its expansion ('c' 
being statistically non-significant and hence 
zero). That is tosay. inter-cropshi fix favoured 
' non-food grain crop* at the cost of foodgrains 
particularly in the latter part of the green 
revolution while very stow expansion in 
aggregate cropped area continued (*b' 
positive and significant) without any 
perceptible change in its growth rate.’ 

Thus, our analysis supported an emergence 
of significant acceleration in aggregate 
product ion and productivity growth inlndian 
agriculture in the recent years. Our next task 
is to analyse growth trends at the disaggregate, 
i e, at the state level to investigate whether 
all the stales or only a few participated in 
this process by pushing up aggregate growth 
rates in agriculture in the 1980s. 


-<y-vT«s-^ j.’ j- ‘K'% 
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Agrtcwkas-e at State Level 

Toexamlpe aggregate growth performance 
of the statu in crop production rector we 
required the state level time series of index 
numbers of area, production, and yield per 
boctare of all crops com binod. In the absence 
of a vail ability of these data for all the states, 
we preferred to analyte aggregate growth 
performance of agriculture across the states 
on tbe basis of data on state domestic product 
originating in agriculture, though the two 
sets of data are not strictly comparable.* 
CAORs computed for this purpose on the 

Tails 3: Compound Annual Growth Rates 
(CAORs) or Stats Domsstic Product 
Gbnerated in Aorjculturs 
‘(Based ob the Time Series of Triennial 
Averages) 


Region/ 

1968-69 to 

1981-8210 

Stales 

1981-82 

1990-91 

Southern 





Andhra Pmdesb 

2.48* 

( 0 . 88 ) 

1.81* 

(0.38) 

Karnataka 

2.47* 

(0.93) 

3.21* 

(0.96) 

Kerala 

0.17 

(0.24) 

2.75* 

(0.85) 

Tamil Nadu 

0.27 

( 0 . 02 ) 

3.66* 

(0.85) 

Western 





Gujarat 

3.23* 

(0.60) 

1.49 

(0.05) 

Maharashtra 

4.48* 

(0.83) 

2.24* 

(0.43) 

North Western 





Haryana 

2.93* 

( 0 . 86 ) 

4.77* 

(0.90) 

Punjab 

3.47* 

(0.97) 

4.79* 

(0.99) 

Central 





Madhya Pradesh 

0.67 

(0.25) 

251* 

(0.89) 

Rajasthan 

3.11* 

(0.72) 

4.91* 

(0.63) 

Uttar Pradesh 

2.14* 

(0.84) 

3.34* 

(0.96) 

Eastern 





Assam 

1.72* 

(0.84) 

2 . 00 * 

(0.97) 

Bihar 

1.39* 

(0.70) 

2.34* 

(0.69) 

Orissa 

2-57* 

(0.8T) 

3.40* 

(0.90) 

West Bengal 

2.46* 

( 0 . 88 ) 

6 . 88 * 

(0.97) 

All India (NDP) 

2.15* 

(0.94) 

3.34* 

(0.94) 

All India (GDP) 

2.16* 

(0.96) 

328* 

(0.951 

Noler. Figures in parentheses are the coma- 


ponding R J values 
* Statistically significant a! 5 per cent 
level. 


Table 2: Estimates of Quadratic in Time Variable Fitted to Triennial Averages or Area. 
Production ah> Yield: Ail India 
(Period: 1968-69 - 1901-92) 


Specification of 


j 

Regression Coefficients of 

■ 

Independent Variable 

Constant 1 . 

1 

• ,i 

~TT 

(D 

( 2 ) 

(3) 

(4) 

(5) 

Foodgrains: 





Area 

1.9758 

0.0032* 

- 0 . 0001 * 

072 

Production 

1.8901 

0.0078* 

0 . 0001 * 

0.98 

YieM 

1.9142 

0.0043* 

0 . 0002 * 

0.9* 

Non-foodgrains 

> 




Aren 

1.9519 

0.0018 

0 . 0001 * 

0.94 

Production 

1.1880 

0.0049* 

0.0003* 

0.98 

Yield 

1.9361 

0.0031* 

04002* 

0.9> 

All crops 




0.89 

Area 

1.9727 , 

00021 * 

04000* 

Production 

1.1893 

04067* 

0 . 0002 * 

0.91 

Yield 

1.9166 

00046* 

& 00 Q 2 * 

0.99 


* Significant at 5 par cam level • Negligible value, 
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' bast* oNbe aerie* of triennial. mown^s* of, 
thu SDP se pa ra tel y for the two sub-periods 
are reproduced in TshJc 3. For comparison, 
as also to confirm aueeierndan in growth of 
aggregate GDP end NDP originated in 
agriculture, all-India level growth rates are 
also provided in the some table. 

At the all-India level GDP and NDP 


generated in agricultural sector increased at 
the rates of 2.16 per cent and 2.13 per cent 
in period I and 3.28 per cent und 3.34 per 
cent lor the period f I. As the data on the all- 
Indiu level were available for the entire 
post-green revolution period at constant 
(i c. at HQ-Hl) prices a Chow test for 
structural break was curried out. This too 
supported the hypothesis of significant 
structural break at the aggregate level 
between 196K-81 and IVRI-<ri.reinforcing 
our earlier conclusions. 

Two immediate conclusions emerge from 
the scrutiny of the stalewisc results of the 
agricultural SDP analysis presented in 
Table 3. One. for majority of the states 
CAGR values for the periods | and II are 
statistically significant and the associated R ; 
values are fairly high. Secondly, for all but 
three stales (namely. Andlira Pradesh. Guiarat 
and Maharashtra)CAGR values in period II 
are higher than the corresponding estimates 
in period I. In other words, maiority ot the 
stales contributed to acceleration in agri¬ 
cultural growth, tfaiugh at differential rates. 

Southern Region: There was a lar grealei 
improvement in the frowth perlormance of 
Kerala and Tamil Nadu where zero growth 
rales in period I were replaced by 2 75 per 
cent und 3.66 per cent respectively in 
period 11. Improvement in Karnataka was 
marginal (from 2.47 per cent to 3 21 |>er 
cent) while Andhra Pradesh showed dec line 
in growth rate front 2.4X per cent to I .XI 
|*cr cent with much steeper tall in the 
associated R’ value. 


Western Region: Deterioration in the 
l>erlormuncc of the western region was 
serious with a far greater decline between 
the two sub-periods in the growth rates of 
SDPlronragrkulturc. i c. from 3.23 percent 
to 0 per cent for Gujarat and Irom 4.4X per 
cent to 2.24 percent for Maharashtra. Again 
very low values of R : for Gujarat (0.05) and 
Maharashtra (0.43)obtaincd for period II as 
compared to period 1. i e. 0.60 and 0.83 
respectively, demonstrate relatively higlter 
degree of weatlicr-mduced instability in 
agriculture in the region, particularly during 
the 1980s. 

North-Western. Central and Eastern 
RegUms: In alt the stales from the remaining 
three regions SDP growth rites moved up 
i rom the early to the latter phase of the green 
’revolution. Improvement wasenceptionally 
high in West Bengal (from 2.66 per cent to 
6^88 percent) rolktwcd bf Haryanu, Punjab. 
Kajasthan and Madby a Pradesh In the former 
threl agricultural SDP expanded at the rale 
• if about 4dt per cent "while in tbe latter. 


I e, Madhya Praria >h, p nn^ . e »a «t the n ote 

of 23j per cant only in period H. 

In sum, if we leave asi d e dam n oration far 
agricultural growth in the wa st ern region 
and in Andhra Pradesh from the southern 
reg km tbe process of acceleration was almost 
universal acroas tbe states in the 1980s. Ail 
the states whether growing mainly foodgroins 
or non-food graini or both unproved their 
performance. Naturally, the inter-crop 
dispersal of growth must have been wider 
in the 1980* than before. k order to reinforce 
this conclusion we would now shift the 
focus of our analysis font to crop wise growth 
performance at the all-India level and then 
at the stale level in the sections that follow. 

IV 

Production Growth new Crops 

T able 4 provides CAGfU for ngar crops 
or crop groups separately far 1964-11 wd 
1981 -91. In the second period non occupied 
a leading position among all tbe cereals with 
highest growth in output at (he rate (XT 3.87 
percent. Wheat and maize followed it with 
the CAGRs in output of 3.33 per cent and 
2.62 per cent respectively. Performance of 
the two inferior cereals, namely, jowar and 
bajra was very poor with"Ann-significant 


growth indicating stagnation is their output. 
Pbully, at the aggregate level production of 
cereals recorded growth at the rate of 2.97 
per cent in the 1980s. 

The remarkable feature of tbe growth in 
output of cereals in tbe recent decade was 
that increases in yield were almost solely 
responsible for it. Contribution of area was 
cither non-significant (as in case of maize 
and wheat) or significant but negative 
(e g. jowar and bajra). The single most 
exception to this was of rice crop which 
benefited marginally from area expansion 
(CAGR * 0.65 percent) in addition to growth 
in productivity at the rate of 3.23 per cent. 
In the aggregate, however, cereals lost area 
at iie rate of-0.32 percent between 1981-91. 

Pulses as a group registered low but 
statistically significant growth in output at 
the rale of 1.26 per cent in the 1980s. Almost 
total, contribution to this growth was from 
pulses other than gram and tur. Output of 
the latter two major pulses grown in India 
remained stagnant throughout the second 
period due to opposite trends in area and 
yield growth for both of them. Gram 
experienced decline in area (CAGR = -1 .4 
par cent) but small positive growth in yield 
per hectare (CAGR = 0.7 per cent), while 
tur gained in area rapidly at the rate of 2.28 


TasiI: 4: Comissinu Annual Gsovth Ratos (CAGRs) ton Asea. PkotwcrnoN and 
Yield or Caors: All India 


(Per cen f> 


CAGfcfQfJ?M^»J»iai-« CAGfrfonHl-Btt IWI-92 


t'ropsA'iupt'iroup* 

U) 

Area 

<2t 

Producuoa 

(3) 

Yield 

(4) 

Area 

(5) 

Production 

(6l 

Yield 

(7) 

Rice 

0.69* 

2.16* 

145* 

0.62* 

3.87* 

325* 

Jowai 

-0.84* 

2.61* 

3.50* 

-1.9ft* 

-0J0 

1.8.1* 

Buj.ua 

-1.03* 

0.78 

0.33 

-0.90* 

1.49 

2.33 

Mai A* 

0.10 

0.59* 

0.49 

0.1! 

2.62* 

2.4ft* 

Wheat 

2.60* 

52)* 

2.55* 

0 28 

3.3.1* 

3.06* 

Total cereals 

0.36* 

2.61* 

225* 

-0.32* 

-97* 

3.30* 

(ir.un 

-0.17 

-0.73 

-0.35 

-1.40 

-0.72 

0.67* 

Tur 

0.86* 

0.85* 

-o.oi 

228* 

1.19 

-107 

Other pulses 

0.90* 

-0.004 

-0.90* 

0.38* 

3.12* 

2.74* 

Total pulse* 

0.47* 

-0.17 

-0.65 

O.tt) 

1.26* 

1.13* 

Kliuni fundgram* 

0.15* 

1 71* 

1.55* 

-0.39* 

2.52* 

291* 

Kabt tood graie.c 

0.81* 

3.30* 

2 47* 

-0.01 

123* 

326* 

Total Its id gnu as 

0.18* 

2.33* 

1.94* 

-0.24* 

2 83* 

3.08* 

(Imtmdmii 

-0.12 

0.96* 

1.07* 

1.94* 

3 3ft* 

13** 

Scsatnuin 

0.08 

0.40 

0.33 

0.63 

4.00* 

335* 

Kapcseeds aad mustard 

1.61* 

1.88* 

0.21 

4.59 

9.32* 

435* 

( 'tKMBUI* 

0.43* 

-0.26 

-0.69* 

3.65* 

5.83* 

2.10* 

Soyabean 

38.56* 

38.96* 

0.28 

16.48* 

19.25* 

23** 

Sunflower 

1.02 

-II* 

-2.il* 

18.42* 

17.59* 

-0.70 

Total rase 

1.15* 

1.91* 

0.75* 

3.46* 

* ft.30* 

2-76* 

('ottos 

0.27 

2.78* 

2-51* 

-0.57 

3.7.3* 

429* 

Jute 

1.45* 

2.13* 

0.81* 

-0.75 

1 It 

2.94* 

Sugarcane 

1-57* 

2.65* 

107* 

1.61* 

3.48* 

1*0* 

Potatoes 

3.90* 

7.77* 

3.72* 

2.93* 

4-71* 

1.74* 

Tobacco . 

0.08 

2.72* 

2.64* 

-2.22* 

-0.1.3 

1.*** 

Tea 

0.65* 

3.02* 

2.39* 

0.90* 

2.75* 

1*5* 

< "off 00 

257* 

4.3** 

1.97* 

1.60* 

38ft* 

219* 

NMUral Rubber 

3.14* 

5.66* 

231* 

1.49* 

*90* 

7.06* 


Rater, (a) For soysbeae and sunflower lbs ponod is from 1971-72 u> tMl-*2. 

<b) Fur Msataum. coconut, soyabean and sunflower Use period is from 19X1-82 id 1990-91. 
(cl Fat snsaaonm and cocoas* period in 1464-Wtu 1990-41 
For soybean snd s un flo wer period is. 1971-72 to 1990-91 
* Sunuuadly significant si $ per cent level. 
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per cent but it* productivity remained 
uiutabie and showed negative but non¬ 
significant trend. In contrast, rise in yield 
per hectare of ‘other pulses’ at the rate of 
2.74 ]Msr cent wax mainly responsible for 
satisfactory growth in theiroutputat the rate 
3.12 per cent. It appear* that cultivation of 
tur has picked up in the states with relatively 
lower levels of yield but higher degree of 
weather-induced fluctuations. 

Thus, performance of pluxex wax uneven 
and unsatifactory compared to that of major 
cereals xuch as rice and wheat during the 
1980s. Nevertheless, it was certainly an 
improvement over the chronic state of 
stagnation in their output and yield per 
hectare which prevailed during the early 
decade of the green revolution. . 

The above mentioned differential 
performance of major cereals and pulses 
notwithstanding, output of all foodgrainx 
expanded at the rate of 2.83 per cent solely 
due to rise in their productivity at the C AGR 
of 3.08 per cent. Between the kharif and rata 
foodgrain* the latlerregistcred a much higher 
rate of growth in output, viz, 3.23 per cent 
with no losx of area to other crops. Whereas 
output of kharif foodgrainx increased at the 
moderate rate of 2.52 per cent despite loss 
of area at the rate of -0.39 per cent. Decline 
in area under kharif foodgrains must be a 
reflection of significant decline in area under 
coarse cereals such as jowar and bajra while 
significant yield growth (i e, 2.91 percent) 
mustbclheconsequenceofimpressivc gain 
in product! vity of rice and maize mainly the 
kharif crops. 

Again, a comparison of performance of 
uodgrainx between the two periods clearly 
shows that for rice, maize ami pulses hut 
Mirtkulariy for the former two. growth rales 
moved up significantly in the second period. 
In contrast, growth in output of wheat 
decelerated remarkably from 5.21 per cent 
in period I to 3.33 per cent in the second 
period and that of jowar from 2.61 per cent 
to 0 per cent. The only encouraging aspect 
of this otherwise pessimistic phenomenon 
has been that the fall in growth rate of wheat 
production was the result of greatly reduced 
expansion in area (i c. from 2.6 pur cent in 
1970a to 0 per cent in 1980s) and not due 
io decline in the pace of growth in yield per 
hectare of wheat which, in fact, improved 
marginally frorm2.55 per cent in period I to 
3.06 in period D. It is but natural that the 
overwhelming advantage of area expansion 
which wheat enjoyed in the early phase of 
the green revolution, due to its decisive lead 
in technological progress, is unlikely to 
continue at the same pace as the other crops 
begin to benefit increasingly from the 
technological advances and its wider 
ditfuxion. A jump in productivity growth of 
rice from 1.45 per cent in period I to 3.25 
pdrccnl in period JI and of maize 0 percent 
ln^.46 per cent is a reflection of thia 
Aenomcnon 



Inferior Ce reels, however, displayed 
retardation in giowdt over the period with 
a transition from positive to zero growth in 
jowar output and continued stagnation in 
output of bajra. Among the pulses only the 
’other pulses' improved their growth 
performance attaining the growth level of 
3.12 per cent in period II from 0 growth in 
output in the early period. But there has not 
been any perceptible change in the. state of 
stagnation in the output of gram and tur that 
prevailed throughout the post-green revo 
lution period. At the aggregate level, there¬ 
fore. pubes as a group registered much less 
impressive improvement, i e, from 0 growth 
in 1970s to just 1.26 per cent in 1980s. 

Varying performanceof major cereals and 
pubes apart, growth rate of their aggregute 
output moved up from 2.33 per cent to 2.83 
percent between the two periods. It was the 
result of upturn in their yield growth, i e. 
from 1.94 per cent to 3.08 per cent. More 
importantly, between the kharif and the rabi 
foodgrains. acceleration in output and yield 
growth in the 1980s was much sharper for 


- . : \ 

-&« kharif foodgraiaa w«&*Tn totmbd 
tbelatterodtput growth rWecoatimiedtiUOMt 
unchanged at the pro-1981 level. Thu*, near 
doubling of growth rate in yield per bectare 
of kharif foodgrains fie. from 1.55 percent 
to 2.91 per cent) helped in reducing 
considerably the large disparity in output 
growth between the kharif and rabi crops 
that emerged in (he early phase of the green 
revolution. In other words, the period of the 
1980s represent an important departure 
from the early phase of the green revolution, 
in terms of greater pace of diffusion of 
technology to the kharif foodgrainx. 

Oilseeds: All the edibleoilseedsregistered 
a high growth in production in the 1980* 
with CAGRs in their output ranginr “ <in 
3.36 per cent for groundnut to 19.25 per cent 
for soyabean. Expansion in both area and 
yield per hectare contributed to growth. But 
yield growth played more or almost equally 
important role in respect of traditional 
oilseeds such as xexamum (3.3 percent) and 
rapexeeds and mustard (4.55 percent)while 
area expansion contributedoverwlielmingly 


Tabie5:StatewishComi-oiindAnnuai (ikowrii Race*h>r Fooixisain* 


(Per cent) 


Regioa/Siale 

(1) 

CAGRs for 

1968-69 to 1981-82 . 

f’AGR* for 

1981-82 to 1991-92 

Percentage 
Share in 
Foodgrains 
Production 
tor 1987-88 
to 1991-92 
(8) 

Area 

(2) 

Production 

(3) 

Yield 

(4) 

Area 1 

(5) 

Production 

(6) 

Yield 

(7) 

Southern Region 








Andhra Pradesh 

-0.26 

3.44* 

3.57* 

-1.76* 

1.32* 

3.13* 

7.2 

Karnataka 

0.15 

1.99* 

2.14* 

-0.54 

0.79 

1.34* 

4.7 

Kerala 

-0.86* 

0.03 

0.89* 

-3.79* 

-2.29* 

1.56* 

0.7 

Tamil Nadu 

-0.80* 

0.54 

1.24* 

-0.81* 

3.26* 

4.11* 

4.6 

Western Region 








Gujarat 

-0.69* 

2.92* 

3.63* 

-1.13 

-1.18* 

-0.06 

2.0 

Maharashtra 

o.w* 

5.66* 

4.63* 

-0.01 

2.10* 

2.11* 

5.0 

North-Western Region 







Haryana 

0.69* 

3.60* 

2.90* 

-0.55 

4.52* 

5.10* 

5.4 

Punjab 

2.34* 

5.74* 

3.33* 

1.23* 

3.80* 

2.54* 

11.8 

Central Region 








Madhya Pradesh 

0.57* 

0.88* 

0.31 

-0.58* 

2.37* 

2.96* 

9.1 

Rajasthan 

0.21 

1.59* 

1.38* 

-0.82 

1.95 

2.94* 

4.8 

Uttar Pradesh 

0.26* 

2.53* 

2.26* 

-0.01 

3.37* 

3.37* 

21.1 

Eastern Region 








Assam 

1.01* 

1.30* 

0.29 

0.60* 

2.26* 

1.65* 

2.0 

Bihar 

-0.13 

0.55 

0.68 

-0.04 

3.10* 

3.14* 

6.1 

On va 

1.43* 

0.49 

-0.92* 

0.73* 

3.43* 

2.68* 

5.0 

Went Beagal 

0.05 

0.48 

0.43 

0.99* 

6.10* 

5.05* 

7.6 

All ladia 

0.38* 

2.33* 

1.94* 

-0.24* 

2.83* 

3.08* 

(97.1)4!’ 

Notes-. 4* Aggregate percentage share of 15 states ’ 

* Statistically significant at 5 per cent level. 


Tasle A: RaoKWWi.se Chanties m Irwoatkw 





* 1 

Net Irrigated Area 




Rdtioe 

PerCent Change between 

Par Cent Share in All ladia fgcwaje between 


1970-71 

1980-1) 

1970-71 

1980-81 

aad 1980-81 

and 1990-91 

and 1980-81 

and 1990-91 

S out bent 

2.1 

19.5 


2.2 


16.0 

Western 

49.1 

)5.2 


18.3 



6.4 

North-weal era 

24.1 

18.0 


15.5 


10.7 

Cant ml 

36.7 

27.0 


$6.1 


42.9 

Eastern 

3.0 

40.4 


2.2 


24.0 

AJJ-Iadfa 

23.0 

24.9 


100.0 


100.0 
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'io&miSfapt odtto<^of«y«bc«a<CAOR 
frrareal6.4Rp*rceflt)andiMioflower(CAOR 
for km 1*.42 percent). In the aggregate, 
the re f ore . prod action of ell nine edibje 
oUaeeds expended «t the rete of 6.3 per cent 
in the 19110k. Indeed, thin represent* a 
remarkable improvement over the low 
growth in their output (at the rate of 1.91 
per cent) realUed in the early period of the 
green revolution. The tuuociated CAGR* for 
area and yield per hectare were at the low 
level* of 1.15 per cent and 0.75 per cent 
teapeclivcly in the 1970* a* against they 
being 3.46 per cent and 2.76 per cent in the 
1980*. Thi* transition from low to very high 
growth in the oilseed* sector demonstrate* 
the success of special effort* made in term* 
of development of technology and provision 
of assured and higher market support to the 
oilseeds, since the late 1970* and underscores 
the need to continue this strategy in future too. 

Fibre Crops: Production of cotton, the 
major fibre crop, registered relatively high 
growth (CAGR * 3.73 per cent) in 1980s 
vis-a-vis moderate rate of 2.78 per cent in 
the 1970s. Impressive gain in its productivity 
growth, i e. from 2.51 per cent in period 1 
to 4.29 per cent in period II was solely 
responsible for its belter performance in 
recent years. 

Performance of jute wan unsatisfactory in 
the 1980s, despite remarkable improvement 
in its yield growth from 0.81 per cent in the 
1970s to nearly 3 per cent in the 1980s. 
Statistically non-*ignificanl«rowih in jute 
production in period II appears to be the 
result of greatly fluctuating yet gradually 
declining area under jute. 

Sugarcane. Potato and Tobacco: Sugar¬ 
cane is yet another major commercial crop 
like cotton which has improved its 
performance consistently throughout the 
green revolution penod. with the CAGR of 
its production moving from 2.65 per cent 
in period 1 to 3.48 per cent in period II. 
Growth in area under sugarcane continued 
at the rate of 1.6 per cent through the entire 
period while yield growth accelerated 
between the two sub-period* from 1 percent 
to 1.8 per cent. 

Production of potato expanded rapidly at 
the rate of 4.71 per cent in the 1980* both 
due to expansion in areaand yield per hectare 
hut much more so because of the former. 
Yet, it represent* deterioration in its 
impressive growth record in the early phase 
of the green revolution when output increased 
at the rate of 7.77 per cent to which again 
area and yield growth contributed equally. 

Growth performance of tobacco wax worst 
in period II with absence of any rixe in it* 
output. Among all the noo-foodgrains, 
tobacco is theonly crop which suffered from 
significant loss of area at the rale of -2.22 
per cent which neutralised completely 
positive growth (at the rate of 1.88 per tent) 
m ila yield per hectare. It is possible that with 
restrictions impOned on area under tobacco, 


t - --JL_ _aJ- 

from oaMvntkm by t ebne r a g rode p a r* . In 
consrqarnoe, the stela of moderate output 
growth in the 1970* was replaced by that 
of stagnation in output in the 1980a. 

PUmtmon Crop*: Tea. dm major plantation 
crop in India revealed con ri ato n lly stable 
though moderate growth at about 3 per cent 

all through the post-green revotetion period. 
Both area and yield oontrihuted to production 

increase thoughriacinyieid was the dominant 
source of growth. Marginal decline in growth 
rate in 1980* over the 1970*. i e, from 302 
per cent to 2.75 per cent was mainly due to 
deceleration in it* yield growth from 2.39 
percent to 1.85 percent. Tea being the major 
exportable crop of India, it is very 
disappointing that growth in its productivity 
could not be accelerated in the 1980a. 

Coffee production expa n de d at the high 
rate of 3.86 per cent in 8re 1980a. Both area 
and yield comp on e nt* contributed almost 
equally to output growth. Yet, Hre p r ese nted 
decline in output growth from the pre-1981 
level of 4.38 per cent. mainly due to slowing 
down of expansion m area and not in yield 
per hectare. 

In contrast to moderate and marginally 
decelerated performance of tea and coffee, 
natural robber registered greatly accelerated 
and high growth in it* output at the rate of 
8.9 per cent in the 1980* and that too due 
to unprecedented improvement in ita yield 
growth from 2-51 per cant in period I to 7.06 
per cent in period fl- 

Four important conclusion* emerge from 
the preceding analytical review of cropwixe 
trends in output and yield growth. One. all 
the major crops excluding coarse cereals, 
gram. uur. jute and tobacco experienced high 
growth rate* (i e about 3 per cent or more) 
in their output in recent years. Secondly, for 


nu^ocityaftlMmnteoolypeceofpcvxiuctioc 
growth enhanced between the two sub- 
periods bat there was across die board 
acc e ler a tion in the 1980a in productivity 
growth rates too. Indeed, from among the 
22 principal crops, absence of improvement 
m yield growth vu observed only inrespect 
of jowar. tur. tobacco and teg. Thirdly, there 
was dramatic transition from low to very 
high growth accompanied by improvement 
in productivity growth, in the oilseeds sector. 
Fourthly, sharp upturn in yield growth for 
kharif food grain* was also a noteworthy 
feature of the cropwise growth in the 1980*. 
Our conclusions, therefore, provide an 
evidence in support of a wider., greater 
diffusion of technology in recent year* to 
large number of crops not benefited m the 
early phase of the green revolution period. 

PartB 

v 

Performance of Foodgrntai at State/ 
Regional Level 

At the all-India level CAGR of foodgrain* 
output moved up from 2.33 per cent in 
period I to 2.83 per cent in period II. The 
upturn in output growth occurred mainly 
dire to significant acceleration in productivky 
growth, i e, from 1.94 per cent before 
1981-82 to 3.08 per cent in the period 
subsequent to 1981-82. It neutralised 
completely the negative effect of reversal of 
trend in area growth for food grains from 
0.38 per cent in period I to 0.24 per cent 
in the latter period. 

It is possible that the pattern of changes 
in growth rate* of area, production and yield 
per hectare of food grains between the periods, 
obtained at the aggregate level is the result 
of similar change* in all the stales or it may 


Table 7 : StatewjssEstimates or (Juadhatk in Time Vaiuasi^FittettoTbknwai Avra oes 
or Foodobas* Pbodwtkin (Pehioo 1968-69 to 1991 - 92 ) 


States 



Recresstoa Coeflioeeu of 


0) 

Cnanaat 

(2) 

. t 
(3) 

t» 

(4) 

R J 

.(5) 

Southern Region 

Andhra Pradadi 

3.8194 

0.0175* 

-0.0003* 

0.89 

Karnataka 

3.7222 

0.0117* 

-0.0003* 

0.69 

Kerala 

3.1056 

0.0054* 

-0.0004* 

0.81 

Tamil Nadu 

3.8297 

-0.0037 

0.0003 

0.34 

Western Region 

Gujarat 

3.4799 

0,0168+ 

-0.0005 

021 

Maharashtra 

3.7089 

0.0283* 

-0.0006+ 

0.68 

North-Western Region 

Haryaaa 

3.5747 

0X1115* 

0.0003+ 

095 

Punjab 

Central Region 

3.7585 

0.02*7* 

-O.00Q2* 

»* 

0.99 

Madhya Pradesh 

4.0062 

0.0011 

0.0004* 

0.91 

Rajasthan 

3.7579 

0.0066 

0.0001 

0.66 

Uttar Pradesh 

42076 

0.0080* 

OXW03* 

aos 

Eastern Region 

Assam 

3.3228 

0.0019 

0.0003* 

0.95 

Bihar 

3.9242 

-00008 

* 0-0003* 

0.7* 

Orissa 

3.6975 

-0.0056* 

0.0006* 

0.94 

Wet Baigil 

3.8830 

-0.0078* 

0.0007* 

0*5 


Not**. * Significant at-5 per cm* level + stgaifienal at 10 par cent taraL 
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alto be the net effect of contracting pattern* 
across the states. What is. therefore, necessary 
is to examine (fends in foodgrains output 
growth and the relative importance of sources 
of growth at the disaggregated level. For this 
purpose, we analyse the state-level CAGRs 
for foodgrains in the 15 major states of India 
(Table 5). 

Southern Region: In the 1980s (column 6. 
Table 5) foodgrains output expanded at the 
low rate of 1.32 percent in Andhra Pradesh, 
remained stagnant with non-significant 
growth in Karnataka, declined significantly 
at the rate of -2 29 per cent in Kerala, and 
increased at a relatively high rale of 3.26per 
cent in Tamil Nadu. However, by and large, 
growth in yield per hectare was not 
unsatisfactory during this period in all the 
states with the growth rates ranging from 
1.56 per cent in Kerala to 4.11 per cent in 
Tamil Nadu.' In contrast, growth in area 
under foodgrains received a severe setback 
with the negative trend emerging in all the 
states. The rate of decline in area was highest 
in Kerala (- 3.79 per cent) followed by Andlira 
Pradesh (-1.76 percent). Tamil Nadu (-0.81 
per cent) and Karnataka (negative but non¬ 
significant trend). Thus, during the latter 
phase of the g men revolution, southemregion 
experienced significant absolute decline in 
area under foodgrains leading to depressed 
or negative growth m output of foodgrains. 

Again.comparison of growth performance 
between the two sub-periods clearly reveals 
deterioration in the foodgrain economy of 
the southern region. (futput growth declined 
steeply from 3.44 per cent in the 1970s to 
1.32 percent in the 1980s in Andhra Pradesh, 
the leading foodgrain producing slate of the 
region. In Karnataka positive growth rate of 
1.99 per cent in period I was replaced by 
rero growth rate in period II while in Kerala 
too deterioration was more than evident with 
a transition from stagnation in the early 
phase to significant negative growth in output 
in the latter. Contrary to this, growth 
performance improved in Tamil Nadu 
remarkably with a shift from stagnation in 
production in period I to growth at the rate 
3.6 per cent in period II. 

AsTamil Nadu represented an exceptional 
situation of dramatic revival of growth in 
the foodgrains sector we examined llie scatter 
diagram of the state's foodgrain output, (t 
revealed that high growth rate obtained for 
the 1980s was a statistical illusion. Successive 
troughs in the state's foodgrain output in the 
early 1980s were followed by the process 
of slowrecovery whichcontinOfcd throughout 
the 1980*, with restoration lopre-198) level 
of output pruning only at die end of die 
1980*. A«f£uch. dicic is no indication of a 
decisive bfe^k in growlh environment away 
trom the mtfc'of stagnation. A few more 
observation* from tbc I990 iP would be 
inquired to ascertain existence of significant 
rnvfy^I if any. in Tamil Nadu's foodgrain 
eeommy. 
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Nevertheless, persistence-of a negative 
trend in area under foodgrains in the region 
as a whole, significant fall in output growth 
rates in three states and an abiencc of 
sustained positive growth in the fourth one 
(i e. Tamil Nadu) hints at accelerated 
deterioration in the foodgrain economy of 
the southern region in the years to come. 

Western Region: Performance of food- 
grains in the western region too was 
characterised by worsening of growth 
environment from the 1970s to the 1980s. 


CAGRs of foodgrain uutpSl declined fibiti 
5.66 percent to 2.1 percent in Maharashtra 
and man 2.92 per cent to -1.18 percent in 
Gujarat. Associated fall inyieki growth was 
equally steeper. 

Very high growth close to 6 per cent 
realised in the 1970s in Maharashtra was 
partly a reflection of recovery to normal 
level after severe depression in output 
between 1970-71 and 1973-74, the succes¬ 
sive years of acme drought. Yet. the recovery 
was quick and was followed by rapid and 


Taslb 8: Statewisb Compound Annuai Growth Rats'; (CAGRs) h>r Major Non-Fooixirains 


CAGRs for CAGRs lor Percent 

1968-69 to 1981-82 1981-82 to 1991-92 Share in 

--Allt 


Crop-VStates 

(1) 

Area 

(2) 

Production 

(3) 

Yield 

(4) 

Area 

(5) 

Production 

(6) 

Yield 

(7) 

Production 
(1987-88 
10 1991-92) 
<*> 

liioundnats 








Andhra Pradesh 

-0.63 

-0.DS 

0.59 

5.82* 

6 97* 

1.11 

27.9 

Gujarat 

1.65* 

4.5.3* 

2.83 

-1.90 

-1.82 

0.08 

16.9 

Tamil Nadu 

-0.66 

0.04 

0.71* 

1.52* 

5.18* 

3.59* 

16.4 

Karnataka 

0.06 

-0.09 

-0.15 

5.54* 

5.52* 

-0.02 

12.6 

Maharashtra 

-0.87 

0.83 

1.71* 

0.69 

.3.41 

2.69* 

10.8 

Onssa 

8.68* 

7.85* 

-0.75 

5.70* 

5.18* 

-0.49 

6 8 

Raptsteds and Mustard 







Rajasthan 

5.8R* 

7.28* 

1.32 

14.22* 

16.64* 

2.12* 

33 8 

Uttar Pradesh 

0.04 

-0.47 

-0.51 

-5.16* 

1.10 

6.60* 

20.5 

Maryana 

2.68* 

.3.63* 

0.92 

10 76* 

17 01* 

5.72* 

11.0 

Madhya Pradesh 

2.21* 

4.5‘>» 

2.31 

R.tJX* 

12.99* 

4 57’ 

9 0 

Gujarat 

14.58* 

16.38* 

1.56 

9 64* 

11.67* 

1.89 

7.6 

West Bengal 

1.01 

5.91* 

4.85* 

10.64* 

15.85* 

4.70* 

72 

Coconuts 





• 



Kerala 

0.63* 

-2.40* 

-1.78* 

2.93* 

4.54* 

1.56* 

47.2 

Tanul Nadu 

1.83* 

2.56* 

<172* 

7.62* 

6.59* 

-0.96 

23.4 

Karnataka 

3.02* 

.3.86* 

0.82* 

3.04* 

2.91* 

-0.12* 

13.2 

Andhra Pradesh 

1.27* 

-0.3 3 

1.58* 

3.08* 

IK 44* 

14.91* 

6.8 

Colton 








Punjab 

4.33* 

.1.25* 

-1.0) 

1 12 

9.14* 

7.9.3* 

23.1 

.Maharashtra 

-0.42 

2.45* 

2.89* 

-II 15 

2.71* 

2 89* 

17.' 

(Hijarai 

-0.21 

1.12 

1.33* 

-4.32* 

-3.03 

1 39 

13.0 

Haryana 

.3.71* 

5.10* 

1.35* 

4.23* 

6 89* 

0.56* 

11 3 

Andhra Pradesh 

2.58* 

15.21* 

12.29* 

4.61* 

3.12 

-1.41 

9.6 

Karnataka 

0.17 

4.12* 

4.34* 

-5.20 

3 94* 

9.63* 

8 5 

Rajasthan 

4.15* 

7 12* 

104* 

1.51 

7.08* 

5 46* 

7.7 

Jute 








West Bengal 

2.69* 

3.54* 

0.82* 

-0.73 

2.66* 

3.42* 

68.9 

Bihar 

1.18* 

2.2<* 

1.05* 

-4.1.20 

2.43’ 

2.65* 

14.1 

Assam 

-1.57* 

-0.17* 

1.42* 

-1.84* 

-1.07 

0.83* 

11.5 

Tobacco 








Andhra Pradesh 

-1.20 

1.35 

2.59* 

-2.20 

-0 04 

2 18* 

36.7 

Gujarat 

2.19* 

5 64* 

3.38* 

-1.39* 

1.51 

-0.15 

11 5 

Karnataka 

1.99* 

5.58* 

3.51* 

0.07 

2 23* 

2.16* 

7.2 

Chillies 








Andhra Pradesh 

1.87* 

3.15* 

5.12* 

3.60* 

7.43* 

3.71* 

46.6 

Onssa 

9.05* 

9.85* 

0.74 

3.43* 

3.46* 

0.02 

10.6 

Maharashtra 

-0.27 

-0.97* 

-0.70* 

-1.60* 

-1.24* 

0.43 

9.9 

Rajasthan 

3.25* 

0.12 

-.3.03* 

0.84 

9il* 

8.31* 

6.1 

Karnataka 

3.99* 

^08* 

0.10 

-1.19* 

-4.84 

-3.68 

• 5.6 

Sugacane 








Uttar Pradesh 

1.77* 

2 23* 

0.45 

1.52* 

1.86* 

2.3 f* 

44.0 

Maharashtra 

.3.15* 

6.59* 

3.33* 

4.00* 

2.49 

-1.45* 

14.3 

Tamil Nadu 

2.01* 

4.27* 

2.21* 

1.51* 

4.57* 

1.(0* 

10.3 

Karnataka 

5.07* 

3*1* 

-1 21* 

5.42* 

5.78* 

0.33 

9.0 

Potato 








Uttar Pradesh 

4.43* 

10.08* 

5.41* 

2.54* 

3.95* 

1.37* 

42.2 , 

Wet Bengal 

5.40* 

10.37* 

4.71* 

6.22* 

8.29' 

1.95* 

29.0 

Bihar 

2.98* 

2)1* 

-0.84* 

2.30* 

2.53* 

0.22 

I0.U 


* Statistically significance at 5 per com level 


Economic and Political Weekly March 25,2995 



-#732 j-v ^Vi? -,r -i!' • ■ ’ 

iust fl i t l cxpi a rirm in ogtftwt thereafter. In 
die TWO*, however, there wu absence of 
s imtlarmamen tumin the foodgrain* output 
growth in Maharashtra. 

In Gujarat. moderate growth in the early 
period(2.92 percetvOwa*replaced by along 
phase of high fluctuations in output in the 
1980a. Indeed, after reaching a peak level 
of output in 1983-84 the foodgrainx output 
in Gujarat remained greatly depressed and 
below its 1983-84 level right up to 1992-93. 
I ,ack of momentum in growth in the western 
region can partly be explained with reference 
to negligible expansion in irrigation in the 
1980s accompanied by increased frequency 
and severity of monxoon failures.* 

North-Western Region: In contrast to (lie 
discouraging performance of the southern 
and the western regions, the noth-western 
region which spearheaded India’s green 
revolution continued’to he the high growth 
region even in the latter phase of the green 
revolution. But between the two stales, it 
was Haryana which established a clear lead 
over Punjab thnnigh rapid acceleration in 
toodgrains production and productivity 
growth rates, thereby lekgaling Puniah to 
the second position. 

Poodgrains output increased at a high rate 
of'4.52 percent m period If in Haryana while 
growth rate in Punjab was relatively lowet 
at 3.K0 percent only. Haryana s impressive 
giowth in output even in total absence o| 
supporting expansion in nre.i under 
I'oodgrains was due to very high growth in 
yield per hectare at the rate of VI per cent, 
double the level achieved in Puniab. i c. 2 54 
per cent. No oilier stale except West Bengal 
could exceed growth rale of S per cent in 
toodgrains yield per hectare like Haryana m 
period If. 

Comparative performance ol Puniah and 
Haryana between the (wosub-periods reveals 
opposite changes in momentum ot growth 
t Hjtput gtowthdeveleratvd ui Punjab steeply 
Irom 5.74 percent in the early phase to 3 80 
per cent in the latter phase of the green 
revolution. Haryana surpassed Puniab in the 
latter phase by accelerating output giowth 
rale to 4.52 per cent from its earlier level 
of .Vfi per cent. The noticeable and most 
encouraging aspect of this transformation in 
the mirth-western region has hcen that the 
contribution to accelerated output growth in 
Haryana was - entirely from me reuses m yield 
while dcccVeratKminiiutputgriiwthinPunjab 
was mainly due to decrease in area growth 
rate (i e. from 2.34 per cent in periixl I to 
1.23 per cent in period II). Nevertheless, it 
is necessary to take note of the fact that 
growth in foodgrainx productivity 
decelerated in Punjab, though marginally, 
from 3.33percent to2.54 percent, between 
the two sub-periods. 

Central anti turtle m Region: Uttar Prailcxh 
and Madhya Pradesh from the central region 
are the two ma jor states growing foodg rains. 
They togctlicr claim more than 30 per cent 


share m atl-Iodia foodg r ai ns production. 
Fm a amorig the four eastern sutes. West 
Bengal, Bihar aod Orissa are the important 
producer* of foodgrainx, accounting for a 
combined share of.I8.7per cent in all-India 
production with their individual shares being 
7.6 per cent, 6.1 per cent and 5 per cent 
(column 8, Table 5). 

in the 1980s West Bengal surpassed all 
the other states of India in foodgriinxoutput 
growth with the CAGR of 6.1 percent. Uttar 
Pradesh. Orissa and Bihar followed it with 
CAGR values exceeding 3 percent whereas 
in Madhya Pradesh and Assam Toodgrains 
output expanded at the moderate rate of 
about 2.3 per cent. Rajgxthan alone was an 
exception with almost stagnant and highly 
unstable t'oodgrain output in the second 
period. 

The most remarkahle feature of (he 
output growth in these parte of India was 
overwhelmingly dominant contribution of 
yield increases in expanding output and the 


4 . 

negligible role of expansion in area under 
foodgrains. 

In fact, in the central region trend in area 
under food grams was negative < -0.6ft per 
cent) in Madhya Pradesh and non-stgntftcant 
in the other two states. In the eastern reghm 
though trend in area was positive, if remained 
below I per cent in the three states and non 
significant in the fourth one. i e. Bihar. In 
contrast, growth in yield per hectare of 
foodgrains was either close to 3 per cent or 
exceeded it in all the states excepting Assam, 
it being as hijjh as 5 05 per cent in West 
Bengal. 

Comparison of the growth performance 
between the early and latter phases of the 
post-green revolution period reveals a 
universal trend of acceleration in growth in 
all the central and eastern states excepting 
Rajasthan. In Madhya Pradesh, output gn >wth 
rate moved up steeply from 0.88 per cent 
in period I to 2.37 per cent in period II 
despite a significant reversal in the trend in 


Tabi Annvai Growth Rates of SDPHtmi Agmcvi iuke. O'Ti-’.t ue 

FoUtXMAtNS AND MaJOK NoN-FoOOOKAJM FOR Sh H TUI Si ITt.' 

I Per rent ) 


st.iic-'t 'lup¬ 
in 

CAGRs ol Output for 
196X-69 19*1X2 

to III 

1981-82 1991 92 

(2) Pi 

Percentage 
Share in 
Stale’s f nipped 
Area 19<X1-91 

(4) 

Percentage 

Share IB 
All-India 

Production 19X7-91 

.5- 

Kerala 

SIM* Imm agriculture 

0.17 

2 75* 


2 9 

|-'o< Migrants 

0.0? 

-2.29* 

24 10 

n.7 

Coconuts 

-2.4* 

4.s4* 

16 42 

47 2 

.Natural rubber 

5.69 » 

J0!4« 

14.52 

97.4 

Pepper 

(1.97 

9.07* 

' 29 

97.4 

.\iulhu Prvitrsh 

SUP from agriculture 

2 4X* 

1 XI* 

. 

■* l t 

Foodgnuns 

1.44* 

1.32* 

ISO 47 

■* 2 

((mundnuts 

-tltlS 

6T* 

19 7*1 

27.9 

Chillies 

t |** 

7.45* 

1 .X 

46.6 

('iH-onuts 

-0.lt 

IX.44* 

U.M 

M 

Cotton 

|S 21* 

3.12 

5 K9 

') 0 

robaccu 

t ts* 

-0.04 

1 4K 

16 7 

UVw Bengal 

SlIP Irom agriiutiun' 

:.46* 

6 KK* 

_ 

7.6 

loud grains 

0.4X* 

Ml) 

*0.54 

7 6 

Jute 

’.54* 

2 66* 1 

6.'6 

NX .9 

Raposccds 

X.91 * 

|t.X5* 

4 96 

■> 2 

I'm aio 

It) t7* 

>i.2*>* 

2 70 

2'in 

Rajasthan 

SDP Imm agriculture 

t II* 

4 91* 

_ 

6.5 

Foodgrains 

1.59* 

1 9X* 

6K Pt 

4 K 

Ruposeeds 

7.2X* 

I66J* 

12 56 

tl K 

All ntae oil.seeds 

2.99ts 

U 62* 

IK.XI 

P.-22 

Cotton 

7 t2« 

■'OK* 

2 M 1 

f “* 7 

Chillies 

0.12 

9 21* 

0.2^ 

6.1 

llanana 

Slip from agriculture 

2.9 1 * 

J7” 

- . 

44 

Foodgraias 

3.60* 

4 *2* 

72 11 

x 4 

Rape seeds 

tftt* 

Pol* 

(0 44 

11.(1 

Cotton 

5.10* 

6X9* 

loot 

II. » 

Sugarcane 

-1.35 

5.90* 

2.76 

1 6 

Punjab 

SUP (torn agncuUure 

3 47* 

4.77* 

. 

66 

Food grams 

5.94* 

5*0* 

K4.54 

It X 

t'ottoe 

3.25* 

9.14* 

10.19 

2' i 


Notes: • Statistically ngaificaat at J per eval level, ¥• Based on incaaisl averages otrtwiermoisJ 


yeas* ot the period. 
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area growth from 0.57 percent to -0J1 per 
cent Rise in output growth rate h ow ever 
was marginal in Uttar Pradesh, i e, from 
23$ per cent to 3.37 per cent Yet this 
improvement is crucial because the share of 
Uttar Pradesh in the all-India foodgrains 
production is not only maximum (21.1 per 
cent) but exceeds the combined share of 
Haryana and Punjab, i e, 17.2 per cent. 
Moreover, unlike Punjab contribution of 
area component to expansion in foodgrains 
output remained negligible throughout the 
post-green revolution period in Uttar Pradesh. 

Change in the growth performance of the 
eastern region between the two periods was 
not only much faster but more dramatic loo. 
Absolute stagnation in production and 
productivity of foodgrains in theeariy period 
was replaced by growth rates close to or 
higher than 3 per cent in all the three important 
foodgrains producing states of the region, 
namely. West Bengal, Bihar and Orissa. In 
Assam growth continued without break with 
marginal acceleration between the two 
periods, i e, from 1.3 per cent to 2.26 per 
cent. Thus, it is evident that all the major 
states growing foodgrains from the central 
and eastern parts of India experienced rapid 
momentum in foodgrains output growth. 

How does one explain this sbvptransition 
in growth environment in the eastern region 
and upturn in growth in the central region 
of India? Certainly many factors associated 
with the wider adoption of new technology 
such as expansion in irrigation and extension 
services, development of infrastructure 
required for distribution of seeds, fertilisers, 
credit, etc. must have contributed to bring 
about significant change in the growth 
environment in these sreas. 10 Tbeir elaborate 
and uptodate analysis is out of the scope of 
the present paper. However, we prefer to 
make a brief reference to irrigation 
development in this context (Table 6). 

Expansion in net irrigated area in the 
eastern region wax just 3 per cent between 
1970-81 as against 40 per cent in 1980-91. 
Share of the region in all-India increase in 
irrigation therefore jumped from 2 per cent 
in the 1970s to 24 per cent in the recent 
decade. This significant gain in irrigation 
benefits of the region certainly must have 
played a crucial role in improving growth 
environment in addition to increased spread 
of new technology. 

In the central region, net irrigated area 
expanded significantly through the 1970s 
(by 37 per cent) and the 1980s (by 27 per 
cent). Though the pace of expansion reduced 
in the latter decade, the region am tinned 
to have aignificant share in the all-India 
increase to irrigation which was 36 per emit 
to 1970-81 and 43 per cent to 1980-91 as 
against its share to aggregate net sown area 
being only 36 J percent. More importantly, 
the intra-regkmai dispersal of irrigation 
benefits was much better in 1980-91. as 
'Compared to 1970-81. In the former period, 


Uttar ftt d ash was the mrjar beoefldey 
with 60 par cm* sham' to expnaston of 
imgatkfcwhfrtotte 190fe Madhya Prwfeab 
alone accounted for 30 per cent of the total 
irrigation expansion to the region and the 
share of Uttar Pradesh was reduced to 27 
per cent. This explains rapid acceleration in 
growth in period D to Madhya Pradesh end 
significant growth to the early period 
followed by further improvement in growth 
in period Q in Uttar Pradesh. 

Finally, it is evident from the preceding 
discussion that behind the relatively less 
impressive im p rove m ent in foodgrains output 
growth at the all-India level (i e. from 2.33 
per cent to 2.83 per cent) between the two 
phases of the post-green revolution period, 
lies a diverse pattern of trends in growth 
across the regions. At the one end there was 
significant deterioration in the food grain 
sectors of the southern aad western regions 
while the eastern region underwent 
remarkable transition from stagnation to high 
positive growth. Simultaneously, momentum 
of growth accelerated in the central region 
and high growth continued in the north¬ 
western region. 

• 

VI 

P attern tf Aorahrattna to Foedgrein 
Ontpntt Staton and Rtgiou 

We have concluded in the preceding 
discussion that the regional pattern of 
foodgrains output growth has undergone a 
significant change in the latter phase of the 
green revolution period. In order to strengthen 
our inferences farther regarding accelerating 
or deceleration in output growth at the stale- 
level wc repeated the statistical exercise of 
fitting ■ quadratic in time variable, i e. log 
y ■ a + bt ♦ hi* to the time series of trienniul 
average of foodgrains output for all the 
states for the entire post-green revolution 
period. The results obtained are reproduced 
in Table 7. 

Statistically significant positive values of 
'h' but negative values of 'c' confirm 
significant deceleration in output growth in 
Andhra Pradesh, Karnataka and Kerala. Low 
value of R : (i a. 0.34) along with non- 
signifieaneu of both, the regression 
coefficients establishes existence of high 
degree of instability and absence of sustained 
increase or decline to growth to the entire 
period for Tamil Nadu and support our 
reservations cxpreaatd earlier regarding the 
possibility of significant revival in its 
foodgrain sector. 

Significant an^Mgh positive valo^if b’ 
but significant and negative 'c’ establish 
deceleration tootoput growth to Maharashtra 
from high positive growth rate in (he early 
period. In Gujarat, positive hut relatively 
moderate grottth to theeariy phase appears 
to have been r ep l a c ed by high fluctuations 
to output to the second period. Indeed a very 
poor fit of quadratic and the lower value of 


R'.iR* » 

high vulnerability of its h p i to fltu t to to 
vagaries of monsoon. Sfenilariy, a relatively 
lower value of R’ (I e. 0.68) ahowa that 
agriculture in Maharashtra too must have 
suffered, though to a lesser extent, from the 
weatber-toducod instability in the 1900s. 

The estimates of quadratic function 
obtained for Punjab and Haryana are very 
instructive. Highest value of V (ie. 0.02*7) 
among all the states and negative value of 
V for Punjab confirm its leading position 
in the early phase of the green revolution 
and su baequent slowing down of foodgrain 
output growth in the latter period. In contrast, 
foodgrains sector in Haryana improved its 
performance in the latter phase (positive and 
significant estimate of *c’) over and above 
the moderate growth (b a 0.0115) achieved 
in the early period. Again, highest value of 
R 1 obtained for Punjab (i c. R 1 * 0.99) not 
only indicates extremely good fit of the 
quadratic function hut more importantly 
displays high stability of Pun jab's tm gated 
ugriculture. 

The results obtained for the central and 
the custom regions too reinforce our 
inferences based on the states’ comparative 
performance in foodgrains output growth 
between the two sub-periods. With un 
exception of Rajasthan coefficient of I s . i c. 
‘c’ turned outlo be positive and statistically 
significant for all the central and eastern 
suites establishing emergence of acceleration 
in output growth. Highest magnitude of ’c’ 
(i e. 0.0007) demonstrates a far greater 
improvement in foodgrains output growth 
to West Bengul than in any other stale. Again 
estimates of ‘h’ arc either statistically non¬ 
significant (us in case of Madhya Pradesh. 
Assam and B ihar)or significant but negative 
(as for West Bengal and Orissa). They imply 
stagnation with fluctuations in output in 
period I in the former three stales and 
fluctuations accompanied by significant 
depression or negative trend in output to the 
latter two. i e. West Bcngsl and Orisss- 

Lustly. non-significance of both 'b' and 
‘c’ together with relatively lower value of 
R 1 (i e. 0.66) for Rajasthan implies absence 
of sustained positive growth in foodgrains 
output in the entire period along with a high 
degree of weather-induced instability in the 
foodgrains sector of Rajasthan. 

VII 

State Level Performance 
of Noa-Foodxrabu 
• 

It is not enough to examine performance 
of foodgrains alone. Growth in output of 
non-fond grams took crucial to determiataj 
aggregate performance of agriculture, 
depending upon their relative share to crop 
pattern. Furthermore, to the extent that the 
demand far non-food grams is more to eoms 
elastic sod they enjoy relatively higher price 
advantage over the foodgrains ibetr relative 
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performance of foodgrain* in any re (ion by 
itself need notbeacauao for oostcern so long 
as accelerated growth in production nf non¬ 
food (rain* neutraliser the depress in ( effect 
of (be former and leads to non-decelerited 
or even accelerated growth in aggregate 
index of production. Likewise, accelerated 
growth perfonnanceoffoodgrains if achieved 
at the coat of considerable setback to growth 
in output of non-foodgrain* may lead to 
deterioration in the overall performance of 
crop production sector. Therefore, we need 
to analyse more carefully the performance 
of non-foodgrains at the state level. 

Large number of non-foodgrain crops 
such as oilseeds, fibre crops, condiments, 
and spices, vegetables and fruits, plantation 
crops, etc. are grown in different pans of 
thecountry depending upon their adaptability 
to local agro-climatic conditions and their 
relative profitability vis-a-vis food grains. 
Types of crops grown and their relative 
weigh luge in the crop pattern vary 
considerably over the states. Hence, it would 
liavehcen ideal ifwehad state level aggregate 
index numbers of area, production and 
productivity of all non-foodgrains combined 
forjudging the relative performance of states 
in respect of non-foodgrain crops. But such 
comprehensive statistics for all the years and 
the states are not available. Therefore, we 
have tried toevaluate performance of states 
with the help of two type* of analytical 
exercises. 

The first one involves scrutiny of the 
CAGK« of area, production and yield per 
lieclare for the major non-foodgrain crops 
in all the major states growing them. It is 
supplemented by the second exercise which 
is restricted to a few selected states, where 
we compare growth in SI)P generated in 
agriculture with that in the state's foodgrain 
output and output of its major non- 
foodgrains. 

To keep the present paper within the 
manageable limit in the discussion that 
follows we present initially the broad 
overview of the state-level performance of 
the major non-foodgrains based on the 
stalewise and cropwisc CAGRs listed in 
Table H. Tills is followed hy our final assess¬ 
ment regarding relative performance of 
states in increasing the output of non-Mod - 
g rains with the help of the second illustrative 
exercise. Incidentally, it also demonstrates 
the role played by non-foodgrain* in the 
selected states in improving overall 
agricul turai performance in (herecent years. 

Production of majority of Oon-fbodgrain 
crops expanded at moderate to high rates 
of growth in many states in period 11 
(Table 8). Noticeable deviations from this 
trend ware only of jute in t h e e astern region 
and tobacco in tha southern region. Again, 


important feature of growth was Chat in all 
the region* other than the southern. unlike 
the part, growth relied dominantly ou yield 
increase, though in sfew in s tance* snp stwtto 
in srea too complemented it. leading to very 
high growth rates. 

In the southern region, which experienced 
pronounced shift in area from food grains to 
non-foodgrains. performance of almost all 
the non-foodgrains in all the four states in 
period II was satisfactory and far better than 
that of foodgrain* a* a whole, aa also better 
than their own performance in period 1. 
Exception* were only of cotton and tobacco 
in Andhra Pradesh and groundnut in 
Karnataka in which case output growth was 
non-significant in the 1960*. Area expansion 
contributed heavily to growth in output of 
all the major non-foodgrains in this region, 
the remarkable exception being of cotton in 
Karnataka. Yield par hectare of cotton in 
Karnataka increased at the rate of 9.63 per 
cent in period II, a rate higher than that 
realised even in a progressive stale like Punjab 
(7.93 per cent). Thus, there is s reason to 
believe that by and large superior 
performance of non-foodgrain* must have 
compensated more than adequately poor 
growth performance of foodgrain* in the 
southern region. Among the four states, 
however. Andhra Pradesh seems to be the 
only *t*tc where unsatisfactory performance 
of cotton and tobacco might have 
overshadowed impreasive growth in output 
of groundnut (CAGR * 6.97 per cent) and 
chillies (CAGR «* 7.43 per cent) thereby 
depressing overall performance of non- 
foodgrains in the 1980*. 

In contrast to satisfactory performance of 
non-foodgrains in the southern region, their 
output growth more or less remained 
depressed in the western reg ton. Exceptions 
were of cotton in Maharashtra and rapaseed* 
in Gujarat. Output of cotton, the major non¬ 
food grim crop of Maharashtra (accounting 
for nearly 13 per cam share of total cropped 
area) expanded at the moderate rate of 2.5 
percent throughout tee post-green revohitson 
period. But the product Km of three other 
crops, namely, groundnut, sugarcane and 
chillies did not register significant growth 
in the 1980s. This repr es en te d a contrast to 
a far higher rate of growth in the sugarcane 
production of Maharashtra (i e. 6.S9 per 
cent) registered in period 1. On the whole 
therefore, the performance of the non- 
foodgrain sector in Maharashtra was less 
satisfactory in the 1980*. as compared to the 
early period of dm green revolution. 

Among ah the states. Gujarat with nearly 
50 per cent of its crapped area under non- 
foodgrain* performed wraa* with regard to 
grovflh in their outiret in the I960* with the 


erf berth groundnut and cotton, Gujarat's two 
major noe-foodgrain crop* was disastrous 
during this period. It may be a reflection of 
the recurrence of bad-weather years in 
succession since the mid-1980s in the state 
and thus underscores the need for a rigorous 
specification of weather variable toevaluate 
ha performance, more accurately. 

By and large all the state* from the north¬ 
western, central and the eastern regions of 
India, the regions which performed 
exceedingly well in respect of growth in 
foodgrain* output did equally well with 
regard to their major non-foodgrains too, 
particularly the oilseeds, cotton and 
sugarcane. In these states growth in output 
was moderate to high in respect of many 
non-foodgrains. From among them the 
performance of West Bengal, Punjab, 
Haryana and Rajasthan was much more 
impressive than that of others. 

VIII 

Non-Foodgratas to Agrkrftasnl 
Economy of States 

In order to reinforce conclusions reached 
in the last section as also to demonstrate the 
crucial influence of non-foodgrains over the 
state’s aggregate performance in agriculture, 
we compare growth in SDPfrom agriculture 
with the state’s growth rates of foodgrain*. 
and non-foodgrains output for the two sub- 
periods (columns 2 and 3 in Tabic 9). Relative 
importance of foodgrain* and non-foodgrains 
in the state’s agricultural economy and in 
the aggregate national production is aly> 
indicated by their Niarcs i n the state * setupped 
srea and in the all-India production under 
columns 4 and 5 respectively, in the same 
table. This illustrative exercise was restricted 
to only six state*, two from the southern 
region and theotherfour fron the remaining 
regions. 

Our choice of (he states was guided by 
the special feature* of the non-foodgrains 
output growth displayed by these states in 
the 1980*. The two southern states, namely, 
Kerala and Andhra Pradesh topped in 
diversion of area from foodgrain* to non- 
foodgrains. Area underfoodgrains declined 
in these states at the CAGR of -3.79 per cent 
(Kerala) and-1.76 per cent (Andhra Pradesh) 
in the 1980s. The other four, namely. West 
Bengal Rajasthan. Haryana and Pun>ah 
showed exceptionally good performance in 
increasing the non-foodgrains output 
without significant diver* wo of area away 
from foodgrain*. to fad. two of them, i e. 
Punjab and West Bengal represent th*other 
extreme. They have surpassed every other 
state in expanding the area under foodgrain* 
is the recent years at the rate or 1.23 per 
oentand0.99 p arcent res pectively (column 5. 
Table 5). 

No n - fo odgrain* d omin a te the agricultural 
economy of Kerala. Their share in due state's 
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cropped area bss reached Lb* ievcl of 76 p*r 
cent in the recent year* with the dure at 
foodgraina dropping to just 24 per cent. 
Kerala enjoy* monopoly in production of 
robber and pepper while iu share in the 
country** coconut production i* nearly 50 
per cent. It* agricultural p erf or m ance in 
period I wa* very poor with * tag nation in 
SDP generated in agriculture to which poor 
performance of both the food grain* and mm- 
foodgrairw mu*t have contributed equally. 
But there wax marked revival in SDP growth 
from agriculture (CAGR * 2.75 per cent) in 
period 0, despite significant absolute decline 
in the foodgrain* output at the rate of >2.29 
per cent during the game period. It wa* the 
result of rapid expansion in output of it* 
major commercial crop* with their rate* of 
growth ranging from 5 percent (robber) to 
9 per cent (pepper) in the 1980k (column 3. 
Table 9). 

In Andhra Pradesh, mainly a foodgrain* 
growing state, even in the 1980*. performance 
of agriculture in period I was relatively 
satisfactory with the CAGR of SDP from 
agriculture being 2.48 percent. It reflected 
a much better performance of foodgrain* 
(CAGR a 3.44 per cent) in addition to very 
high growth (15.21 per cent) in the cotton 
output, but poor performance of groundnut, 
it* major non-foodgrain crop, a* also of the 
other minor non-foodgrain crop*. In the 
1980*, however, growth in agricultural SDP 
decelerated to 1.81 per cent due to much 
xtccperreduction in foodgrain* output growth 
(ie. from 3.44 per cent to 1.32 per cent) and 
stagnation in output of cotton and tobacco. 
High growth in production of groundnut and 
chillies (at about7 perccnt)cou Id not improve 
the state's overall growth performance. 

In sum, significant revival in the non- 
foodgrains sector in the 1980s had crucial 
impact on agriclture* s aggregate performance 
in Kerala but mixed performance of major 
non-food grains was not adequate enough to 
compensate for significant deceleration in 
the foodgrain* economy of Andhra Pradcxh. 

Foodgrain* dominate the agricultural 
economy of the other four selected state* 
with theirxharcin gross cropped arearanging 
from 68 percent in Rajasthan to 85 per cent 
in Punjab (column 4 in Table 9). Among 
them West Bengal revealed exemplary 
performance in increasing iu foodgrain* and 
non-foodgrain* output (particularly of 
rapeseeds and potato) in the 1980*. Naturally, 
it was reflected in it* very high growth in 
SDP from agriculture (CAOK = 6.88 per 
cent) between 1981-91. higher than any other 
slates. Rajasthan. Haryana and Punjab 
followod West Bengal with rise in their SDP 
from agriculture at the rate of 4.91 percent. 
4.77 percent and4.77 percent respectively. 

Rajasthan registered secood highest growth 
rate in respect of SDP from agriculture in 
period II. stagnation in its foodgrain* 
notwithstanding, it was the result of 


naprinHtnWl high growth \a the state's 
ontpMtof ahnoeUU the non-food^rains such 
as oilseadi. cotton, chillias.cortander.onions, 
. guarseed* etc. Their output growth rates 
ranged from 7.08 per cent to 16.64 per cent. 
Mete importantly, growth depended, to a 
targe ex tent, en improvement in productivity 
and not on diversion of area away from 
foodgrain*. Indeed, in the gbsence of 
significant groMh in foodgrain* output and 
with only 32 per cent share of non-foodgrains 
in the state's cropped area (in 1990-93) the 
rise in agricultural SDP at the rate of nearly 
5 percent is the most creditable achievement 
for the state like Rajasthan. 

Similar to what happened in West Bengal, 
in Haryana too production of both foodgrainx 
and non-foodgrains expanded rapidly in 
period II. Output of rapeseeds and cotton, 
the two major non-foodgrains, which claims 
more than 20 per cent share in Haryana's 
crop pattern, increased at unprecedented rates 
of 17 per cent and 6.89 per cent respectively. 
Indeed, there was across the board 
acceleration in growthrates between the two 
sub-periods for all the major crops in 
Haryana. But it was much sleeper for non- 
foodgrains as compared to foodgrain*. This 
explains rise in SDP growth rate for Haryana 
from 2.93 per cent in period 1 to 4.77 per 
cent in period U. 

With 85psrcentxhare in the state's cropped 
area, food grains dominate overwhelmingly 
the agricultural economy of Punjab. The 
only non-foodgrain crop, worth the name, 
grown in the state is cotton. It occupies 10 
per cent of the state’s cropped area and 
claims 23 percent share, the highest among 
all the state* in the all-indiacot Inn production. 
Though foodgrain* output growth decele¬ 
rated in Punjab from about 6 per cent in 
period 1 to 4 per cent in period It. there was 
steep rise is output growth rate for cotton 
from 3.25 per cent to 9.14 per cent and in 
its yield per hectare from 0 percent to nearly 
8 per cent. As a consequence growth in 
agricultural SDP moved up in Punjab from 
3.47 percent in the early phase of the green 
revolution lo4.77 percent in iu latter phase. 

Thu*, it is important to recognise that both 
in Punjab and Haryana accelerated growth 
in productivity of non-foodgrains played a 
very crucial role in pushing the growth of 
agriculture’a SDP close to 5 percent in the 
latter phase of the green revolution. 

Punjab being mainly responsible for 
India’* success in the early phase of the 
green revolution, it* subsequent growth 
record i serve ini for understanding the future 
course of output growth in Haryarti as also 
the other states of India where foodgrain* 
dominate the crop pattern. Hence, a few 
additional comments on the nature of its 
performance would he helpful. 

There has been apprehension that it would 
be difficufc to accelerate further productivity 
growth in Punjab md therefore ashifl of area 


crops with an accent on tbeir processmg is 
neceasaiy to sustain growth in agricultural 
incomes. But the analysis of crop statistics 
presented in this paper clearly show* that 
as yet there is no distinct indication of an 
emergence of such shift in Punjab. On the 
contrary, positive expansion in area under 
foodgrain* (i e rice and wheat) continues 
though naturally at a rate fairly lower than 
that in the 1970s. By now, all the other 
traditional cereals and crops like gram and 
groundnut have been almost totally wiped 
out from the state thereby exposing 
agriculture to hazards of intensive irrigation 
combined with monoculture thereby 
threatening its long-term sustainability. 
Certainly, the uhscncc of decisively superior 
technology and price incentives us also of 
the assured market support to crops other 
than rice and wheat must he responsible for 
this phenomenon. 

Nevertheless, it is evident that the farmers 
in Punjabhuve utilised tuamaximum extent 
the opportunities provided by the receni 
technological advances in production of 
cotton to push up growth in agricultural 
incomes. The lesson is. far greater improve¬ 
ment in technological, infrastructural and 
pnee support would be needed in persuading 
the fanners to shift from foodgrainx to non- 
foodgrninx especially in the regions where 
traditionally loodgrains dominate the crop 
pattern. 

IX 

Concluding Remarks 

Ouranalysisof India's agricultural growth 
across crops and regions in the post-green 
revolution period unfolds interesting 
dimensions of the new trends and patterns 
emerged in the 1980s {>nc thing is clear that 
there must be an upsurge, a significant one. 
m the growth of aggregate production and 
productivity in Indian agriculture and it 
cannot be attributed merely to a favourable 
weather. The fact thut the role played by 
yield improvement in inducing highcroutpui 
growth has been far more important than that 
of expansion in area indicates that the process 
of growth has been technologically more 
dynamic too. 

While acceleration in yield growth in receni 
years has been significant lorcrops like rice, 
maize, other pulses, rapeseeds. scasamum. 
soyabean, rubber and cotton, for many other 
crops yields continued to expand at the rales 
close to their pre-1981 levels. Again, unlike 
the past, enhancement in yield growth bad 
been more impressive for non-foodgrains *< 
compared to foodgrain* and among the 
foodgrain* for kharif foodgrain* vis-a-vis 
the rahi fifodgrains. This is an indication of 
a much wider diffusamof technology across 
the crop* than in the past. 
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output growth picked up in many less 
developed areas from the central and the 
eastern regions where growth had been 
sluggish in the early phase of the green 
revolution. Moreover, with fairly rapid 
expansion in productivity of non-foodgrains, 
growth in agricultural incomes too 
accelerated in majority of the states in the 
1980s. In Sum. with the wider dispersal of 
growth across crops and regions, agricultural 
growth has become more broad-based in 
recent years. 

What do the regional trends and patterns 
tell us about future course of agricultural 
growth in different regions of India? The 
performance of the western region has been 
most unsatisfactory in the 1980s among all 
the regions of India, as also compared to its 
own performance in the 1970s. This may be 
interpreted as an indication of increasing 
preference to iron-agricultural sectors 
involving a shift of resources away from 
agriculture in this predominantly dry farming 
region.” Nevertheless, the role played by 
adverse weather conditions and the greatly 
reduced pace of expansion in irrigation in 
depressing production growth in (he 1980s 
in this region cannot be ignored. Hence, we 
believe that for ascertaining direction of 
future change in agriculture in the western 
region it is necessary to undertake a more 
careful evaluation of the growth perfi irmancc 
by including rigorous specification of 
weather variable in the trend function and 
covering a few more years, from the 1990s. 

From among the remaining four regions, 
the southern region shows a distinct downturn 
in the foodgrains output growth. The trend 
is mainly caused by a shift of area away from 
foodgrains and is accompanied by a more 
than compensatory growth in the output of 
non-foodgrains. This new trend towards non- 
foodgrains is unlikely to get reversed in 
future. On the contrary, it may get further 
consolidated with the increasingly promising 
opportunities for the agricultural and agro- 
hased exports emerging due to li bcral ination 
of the Indian ecooomy. Is the southern region 
then expected to move toward* specialisation 
in non-foodgrains? This would very much 
depend upon the pace of development of the 
agro-processing industry and infrastructure 
for farm export* a* also the ex tent of efficient 
mobilisation of foodgrain surpluses from 
the other regions to the southern region. 

in the north-western region, though high 
growth in foodgrains output at the rate of 
about4 percent continued in the 1980s. the 
growth experience of Punjab demonstrates 
that sustenance of high growth in agricul ture 
within current techno-economic environment 

'*ouid be increasingty difficult in future.” 
Crop diversification, howsoever desirable 


Keeping iu view the likely deterioration 
of the foodgrain economy in the western and 
southern parts of India and the declining 
prospects ofhigh growth in foodgrains output. 
and yield in the north-western states, it 
appears inevitable that the central and the 
eastern regions have to share increasingly 
the burden of India's food security in the 
years to come. Fortunately, not only the 
potential to achieve this goal has been 
promising in these two regions, butlhey also 
have demonstrated the ability to do so by 
responding positively to the special policy 
initiati ves provided in the 1980* and moving 
away from the early scenario of sluggish 
growth. A greater thrust on these policies 
and acumm itmentof adequate resources for 
their implementation would therefore be 
needed to step up further the tempo of growth 
in this region. 

Thu* in our judgment, pasttrends justify 
the hope for a better future. What is required 
for its realisation is to strengthen the 
policies and programme* for broadening 
further the base of agricultural growth and 
making it more sustainable. In this context, 
the role of increased public investment in 
technological and infrastructural develop¬ 
ment for agriculture hardly needs to be 
underscored. A real task lie* in achieving 
increasingly higher inter crop and inter¬ 
regional dispersal of investment and its 
improved utilisation. 
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Oilseeds Development and Policy r 

A Review 

KN Ninan 

This article attempts to re view the past performance of the Indian oilseeds sector and assesses the emerging scenario 
and various policy options for the sustained growth of this sector. 


INDIA’): oilseeds sector has witnessed a 
dramatic turnaround in its fortunes recently. 
Owing to the changed policy environment, 
various incentives and institutional support 
given for the development of the oilseeds 
sector, following the constitution of the 
technology mission on oilseeds (TMO), 
India’soil seeds output has crossed 21 million 
tduring 1992-93. which surpasses the target 
of 18 million t fixed for being attained by 
the end of the Seventh Five-Year Plan. This 
implies that our oilseeds output has been 
increasing at over 6 per cent per annum, or 
even more in the last five years or so. This 
seems to have largely come about through 
a rapid rise in the production of rabi oilseeds 
like rapeseed-mustard, rabi groundnut and 
non-traditional oilseeds like soyabean, 
sunflower, etc. If this momentum is 
maintained it should not be difficult for 
India to attain, and even surpass the target 
of 26 million t of oilseeds production set 
by our planners for being realised by the 
year 2CND0. 

An attempt is made here to review the past 
performance of the Indian oilseeds sector 
and assess the cmerg ing scenario and various 
policy options for the sustained growth of 
this important sector of the Indian economy. 
Owing to rising incomes, population, 
urbanisation, industrialisation and other 
factors, the demand for vegetable oils and 
fats has been rising rapidly, at over 4 per 
cent per annum. Demand projections made 
by the National Com mission on Agriculture, 
1976 (NCA) and others indicate that the 
demand for vegetable oils by the year 2000 
will range between 8 to 10 million tor even 
more \vide. Ninan 1989]. Projections made 
by the Planning Commission too envisage 
the demand for vegetable oils to increase to 
about 8 million t by the year 2000. which 
is cquivalenttoabout 26milliun tof oilseeds. 
Supply projections made by the NCA indicate 
that if the required investment takes place, 
if the average yields of oilseeds were to 
increase to over one tonne per ha as against 
the present level of about 0.7 tonne per ha 
(now nearing or around 0.8 tonne per ha or 
so), and if the area under irrigated oilseeds 
were to increase to over 5 million ha as 
against the present level of 2 to 3 million 
ha. then supply of vegetable oi Is may go up 
to about9.7million t by the year2000. (Tiber 
studies indicate that not only is the projected 


supply likely to be at a lower level, but also 
the deficit would be of the order of 2.8 to 
4.5 million t by the year 2000 [Meenakshi 
el at 1986]. When these gloomy forecasts 
were made. India’s oilseeds production was 
stagnating at the level of 11 to 13 million 
tduring the early 1980s. It was also not res¬ 
ponding to the various price and other in¬ 
centives due to economic, institutional and 
technical constraints. Imports of edible oils 
averaged about R* 1,000 crore per annum 
during (be early 1980s which ranked the 
highest in our import bill after petroleum 
and fertilisers. This scenario no longer cx ists 
with imports dwindling to a negligible 
amount. In fact from a net importer of oilseed 
products, India has become u net exporter. 

In reviewing the past performance of the 
oilseeds sector in India, one cannot ignore 
(he fact that area has continued to be (he 
major source of output growth of oilseeds. 
Land being a limiting factor in Indian 
agriculture, the prospects for increasing 
oilseeds production furthcror for that matter 
of any other crop, through expansion of area 
is diminishing fast. With environmental 
concerns and movements picking up in the 
recent years, the possibilities of converting 
forest lands to crop production are also 
extremely limited, if not impossible. Here, 
however, we may note that there are several 
tree crops of forest origin such as mahuu, 
sal, karanja. kusutn. neem. etc. which if 
properly exploited could meet u significant 
part of our vegetable oil requirements. 
However, some experts have warned that 
this could accelerate the denudation of our 
forests. This apart, the only alternative to 
increase area under oilseeds is to displace 
other crops or utilise fallow lands. There are. 
in fact, evidences to show (hat some of the 
expansion in oilseeds area in (he recent past 
has been at the cost of area under coarse 
cereals and pulses [ Achary a 1993]. Whether 
this is desirable or not is open to debate. 
Coarse cereals and pulses being (be main 
source of calorics and proteins for the low 
income groups, or vegetarian diets in India. 

I be rationale behind increasing oilseeds area 
as observed after the advent of the TMO. 
at the expense of coarse cereals and pulses 
area could be questioned. However, by 
improving productivity of coarse cereals 
for which viable technology exists, it is 
possible to reduce the area under low value 



crops like coarse cereals and use the area 
so xayed far cultivation of more remunerative 
and high value crops like oilseeds, superior 
cereals, horticultural crops, etc. So also 
scope exists for diverting some unirrigated 
wheat or rminfed rice area to grow oil***rds 
and more remunerative crops in a uumber 
of states. This will help in rational and 
optimum use of a scarce resource like lund. 
The strategy of increasing oilseeds production 
should constitute an integral component of 
the country's overall strategy to promote 
sustained und balanced growth of the 
agricultural sector so as to meet the demand 
fordivetxc agricultural commodities. There 
is also scope for increasing oilseeds 
production through inter-cropping, relay 
cropping and interposing oilseeds in crop 
sequences or farming systems. 

While, ax mentioned above, expansion in 
area has provided the major impetus In 
oilseeds growth in India, increases in yields j 
too huve been playing an important role in 
output growth of oilseeds in several districts 
and in respect of specific oilseeds in recent 
years. A recent study reveals that out of 8? 
districts from the live major groundnut- 
producing states of Indiusludicd. 35districts 
(i e. over40|>crcent of Uicdistricts) recorded 
a significant increase in aggregate groundnut 
yields |Niiian 1993|. However, this also 
includcsxcvcral minorgroundnut-pnidtici/i; 
districts. This study noted that in Tamil 
Nadu tin nigh the rule of increase in groundnut 
production has been slow in recent years, 
yields have registered an increase (and 
statistically significant too in most cases) in 
all districts. So alsoquile a numberofdistricts 
in Gujarat. Karnataka and Andhra Pradesh 
have reported modest to significant increases 
in groundnut yields in the recent past Though 
(he long-term growth rate* for groundnut fur 
the period 1949-50 to 1990-91 indicate 
groundnut area to have increased foster 
than groundnut yields (the compound 
growth rates being 1.16 and 0.69 per cent 
per annum respectively), the trends for die 
last decade from 1980-81 fat 1990-91 indicate 
that the rate of increase in groundnut yields 
(l.X2per cent per aiwum)has been marginally 
higher than in area (1.75 per cent per annum t 
The role of yields has been more prominent 
in the growth of other oilseeds like repeated 
mustard, safflower, etc (Ninan 1989]. Tin 
wide differences in oilaeed yield rates acres' 
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district* aodrtatesiafee country indicate* 
tcope for further increasing their yield 
levvl*. Improved/hybrid varieties of various 
oilseed* have been developed, which, if 
popularised. could give 20 to 50 per cent 
ur wore yield* a* compared to present 
strain*. Available information indicate that 
200 varictieii/hybrids of various oilseeds 
suitable fordi verse agroclimatk; situations 
and environments have been developed, 50 
of them in the hurt ft ve years alone by various 
research and scientific labs which have a 
genetic yield potential of two to four times 
more than the national and state averages. 
1CR1S AThas developed groundnut varieties 
which can yield three to five tonnes per ha, 
i e. six times the national average yield 
|Shenoi 1993). However, due to various 
production and market risks farmers appear 
to be reluctant orslow to adopt the improved 
technology because of the high investment 
requirements in term* of fertilisers, pesticides, 
other inputs, and more so because oilseeds 
cultivation is concentrated in high risk 
regions where returns on investment ore 
uncertain f Ninon !9K9|. Shortage of certified 
quality seeds due to constraints in large- 
scale multiplication, high cost of oil seeds 
duetohighonverheuds. and the low priority 
given to oilseeds research and development 
in the country until (he advent of the TMO 
in May 1986, are some of the reasons for 
the low adoption rates of improved 
technology (Ninon l989|.lthas.lor instance, 
been noted that the a vailahi lily of certi Tied 
seeds is not commensurate with the breeder 
and foundation seeds produced which indi¬ 
cates weaknesses in the seed production 
chain. The production of hybrid seeds is 
also not able to meet even 10 per cent of 
our requirements. .Many of the varieties 
currently grown have become obsolete and 
in need of being replaced by hybrids if our 
oilseeds output is It* keep pace with the 
growth in domestic demand. Alsothc slow 
transmission of improvcd/hyhrid oilseed 
varieties from the lab to the farm indicates 
weaknesses in our extension system. 
However, as noted earlier, after the 
constitution of the TMO and a more 
favourable policy environment oilseed 
yields have been looking up and recorded 
modest to significant improvements in 
diverse agm-climatic situations and regions. 

Though irrigation is known for it* yield- 
enhancing effect, coverage of irrigation for 
oilseed* in general and kharif oilseeds in 
particular is low as compared to other crops 
like wheat, rice, sugarcane where return s are. 
more and risks low. Yields of oilseeds under 
irrigated conditions i* substantially higher 
(about two to three times higher) as compared 
to yields secured under rainfed conditions. 
Further, oilseeds require less water than other 
crops like rice. In fact water required to 
inigatc one awe of area under paddy is 
sufficient to irri gate about four acres of area 


growth of irrigation for bhnih has ban 
slow. Moreover, svidaune iwhrati that if 
tirigation is available fonnarspnfar to switch 
over to other crop s ifltc whe at r i ce , sug arcana, 
etc (Ninan 19*9). Though large-scale 
diversion of Irrigation for oilseeds is not 
possible nr even desirable front the view 
point of promoting balanced agricultural 
growth and other consideration*, the policy 
of irrigation water being expropriated by 
one or two crops to the neglect of other crop* 
is liable to be questioned, among others on 
equity and sustainability considerations. 
There ha*, for instance, been a live debate 
in Maharashtra regarding the available 
imgation water being exclusively used for 
sugarcane cultivation and large bolding*, 
neglecting other crop* which are concentra¬ 
ted among small farms and in the semi-arid 
tracts. Proper irrigation planning and water 
budgeting can help in better and optimum 
utilisation of a scarce input tike water. There 
is a need for special incentives and measures 
to increase the coverage of irrigation for 
oilseeds. Apart from including it in the 
recommended crop pattern for command 
ureas and also shifting some of the imgaied 
area in favour of oilseeds, charging cess for 
irrigation watcron a volumetric basis (since 
oilseeds consume less water), protective 
irrigation and water harvesting in dry region* 
are some of the measures suggested in an 
earlier study. and which are ax relevant today 
INinan 19K9|. 

Risks in production and marketing of 
oilseeds and oilseeds products are relatively 
high as compared toother commodities and 
have acted as a constraint for rapid expansion 
of oilseeds production in India. Cultivation 
of oilseeds in India, as noted earlier, is 
concentrated in high risk regions where 
re turn* on investment are low and uncertain. 
Only around 20 per cent of oilseeds urea 
receives irrigation support, the remaining 
area being concentrated in regions with low 
or uncertain rainfall and marginal lands. 
Consequently weather-related production 
risks are quite high in respect of oiiaeed* 
cultivation, particularly kharif oilseeds 
where unlike for rabi oilseeds, coverage of 
irrigation is very low. Timely arrival of the 
monsoons as also good distribution of th« 
available rainfall are crucial for the healthy 
growthof groundnut andotheroilseeds. A* 
the study cited earlier indicates, rainfall is 
a major factor behind variability of 
groundnut yield* in allthe major groundnut- 
producing state* of the countryfNman 1993). 
However, as noted earlier, it is not the sola 
factor causing variations in groundnut yields 
end there are other socio-economic, 
agronomic and institutional factors too 
which may account for the variability of 
groundnut yields An analysis of the nature 
of ass o ci at ion between monthly rainfall and 
kharif groundnut yield variations indicated 


feat excess or shortfall in September rainfall 
emerged aa a significant factor in explaining 
variability of kharif groundnut yields in 
Mveral districts (Ninan 1993]. In other wank, 
it is the excess or shortfall of rainfall in the 
last lap of the south-west monsoons which 
is pulling up or down the kharif groundnut 
yiekb levels. Apeculiar thing about ground- 
aut is that unlike for most other crop*, for 
groundnut the product (i e, the groundnut 
pod) develops below the soil and hence, if 
the grotmdnat pods are to be harvested 
without damage, requires adequate moisture 
or irrigation to loosen the soil at fee time 
of harvest. This indicates the need for pro¬ 
tective imgation in this critical stage. In 
respect of imgation. though its yield-stabi¬ 
lising role is well recognised, if it it not used 
efficiently it could aggravate crop yield 
instability. An analysis of fee variability of 
rabi groundnut yields across districts revealed 
feat though districts wife assured sources of 
irrigation such as canals, tube-well* rep orted 
lower level of instability in rabi groundnut 
yields as compared to other districts, there 
were also districts wife assured sources of 
irrigation reporting high instability in rabi 
groundnut yields (Ninan 1993). In other 
words, the efficiency wife which imgation 
water is used is also a factor to be reckoned 
wife in explaining variability in rabi 
groundnut yields. The occurrence of good 
or had year* for groundnut in India does 
not follow any cyclical pattern and is random 
in nature (Ninan 1993). A redeeming feature 
is feat a good or bad harvest of groundnut 
i* mutually compensating across stales and 
districts, which will help in risk management 
and coping wife a bad harvest in one region 
or district through reaping a good harvest 
in another region or district. Crop, varietal 
and spatial diversification are time-tested 
risk management strategics and hence fee 
trend towards diversifying India's oilseeds 
economy by encouraging cultivation of 
diverse oilseeds and also in traditional and 
non-traditional areas will help in managing 
risks and stabilising our oilseeds sector. 
Oilseed varieties have also been evolved 
which are drought-tolerant and capable of 
with* landing other stresses including various 
pe*u and diseases suitable for diverse agro- 
climatic regions and environments, which 
if popularised could help in reducing 
fluctuations in yields of oikeeds. Market- 
related riaks are tdao quite high for odspads 
in India Dominance of private traders and 
intensiv e speculative activities in trading 
ofo il aeed s isacnsts p icnon* feature of India's 
oiiaeed* economy and fee oiiaeed growers 
have always been at fee receiving end- 
Though there ha* hem a secular rise in 
oilaeodfotl prices they are also subject to 
wide seasonal fluctuation*. The benefit of 
a price rise ha* gone more to fee trader than 
fea grower (Ranadc 19*2, vide Ninan 1989) 
On account of cafe and other prenring 


A-J5. 


Buooamic and Political Weekly March 25,1995 



lequhements, oilseed growers gederally 
prefer to sell off tfaeir crop immediately after 
harvest which leads to a drop in oilseed 
prices in the poet-harvest season. However, 
becauscof intensive speculative and trading 
activities, dominated by a few players, oilseed 
prices used to be artificially depressed soon 
after the harvest to the detriment of the 
oilseed growers. It is estimated that the spread 
between the post-harvest and lean season 
prices was as much as 75 to 100 per cent 
for groundnut in India as against a 
reasonable 40 per ceot [Shenoi 1993}. As 
a result, the oilseed grower received only 
50 to 60 per cent of the consumer rupee 
[Shenoi 1993]. These factors arc a 
disincentive to oilseed growers. Through 
administrative interventions, establishment 
of co-operatives and regulated markets, the 
rofeof the middlemen and other exploitative 
elements in the oilseeds trade is being 
reduced, if not eliminated, so as to give a 
fair deal to the oilseeds growers and 
consumers. 

• The role of price and technology in 
stimulating agricultural growth is well 
established. In the case ot dtlseeds, both 
price and technology have Ireen observed to 
be important variables influencing their 
supply response [Ninan 1989). However, 
while acknowledging the role of price in 
stimulating production, and in enabling a 
fanner to offset a decline in his income from 
oilseeds cultivation on account of declining 
or stagnant relative yields through an 
increase in price, in a dynamic setting it 
is technology which is a more important 
factor [Ninan 1989]. This*is because 
(Kvelopment of cost-cffccti vc or high yield 
low cost technology can itself change the 
scenario for oilseeds. An earlier study noted 
that while price of oilseeds vis-a-vis prices 
of its competing crops had registered a 
significant increase during the period 
1954-84, yields of oilseeds had either 
declined or remained stagnant in relation to 
that of its competing crops during the same 
period [Ninan 1989).Technology, therefore, 
seems to be tbemaj or constraint to increasing ' 
oilseeds production. 

India’s strategy for increasing oilseed* 
production lays emphasis on both ensuring 
remunerative prices to the oilseeds growers 
as also developing and popularising viable 
technologies that will increase productivity 
at low cost The price support operations for 
the oilseeds sector in India are attwo levels - 
one is a farm price support scheme 
administered by the National Agricultural 
Co-operative Marketing Federation 
(NA1%D) which provides floor price for six 
major oilseeds, viz. groundnut, sunflower, 
soyabean, rapceecd-mustard, safflower and 
ton*. However, the need for NAFED's 
intervention in the oilseeds market has not 
risen or been negligible in the past since 
(trines of groundnut and other oilseeds have 


always renuunod well above the sapport 
price. Tbe other price support operation is 
by tbe National Daily Development Bosrd 
(NDDB) which was assigned tbe task of 
intervening in tbe wholesale market through 
tbe market intervention operation (MIO) by 
. the government of India in April 1989, to 
maintain tbe wholesale price of groundnut 
andmustand oil wi&in a price band specified 
by the Empowered Committee on Oilseeds 
Policy, constituted by the government of 
India. During tbe oil year 1988-89, for 
instance, tbe wholesale price band for 
’ groundnut oil was fixed at a minimum of 
Rr 20,000 per metric t and a maximum of 
Rs 25,000permetric L Similarly for mustard 
oil these price bands were Rs 17,000 and 
R*23,000respectively. This spread of around 
35 per cent between tbe two levels was 
considered adequate to cover tbe cost of 
storage, processing and a fair return on 
investment [Shenoi 1993). During 1990-91 
and 1991-92, no price bands were declared 
due to a variety of reasons such as shortfall 
in domestic production, uncertainty in 
imports, etc. However, tbe NDDB was able 
to contain the intra-year price spread of 
groundnut oil within the reasonable limit 
of 30 per cent, and 45 per cent in tbe case 
of mustard oil. Prior to tbe MIO the intra¬ 
year price spreads of major edible oils 
despite huge edible oils imports had been 
as high as 80 to 100 per cent, whereas after 
the MIO, this spread had reduced to 30 to 
50 per cent. 

However, there is a body of opinion that 
argue that lack of remunerative prices, at 
least until the advent of the TMO, was the 
main constraint to increasing oilseeds 
production [Cf Kurien 1986, vide Ninan 
1989). Supporters of this viewpoint were 
also critical of tbe policy of importing edible 
oils which unduly depressed domestic prices 
and turned out to be a disincentive to 
increasing oilseeds production. But Indian 
oilseed and edible oil prices have ruled higher 
than world prices for several years in the 
recent past. A study by Professor Dantwala 
also noted that the wholesale (nice index for 
oilseeds being 347.7 in 1986-87 was 
distinctly higher than for cereals and cotton, 
being 276.3 and 184.7 respectively 
[Dantwals 1987). Further, tbe annual rate of 
increase in oilseed prices from 1950-51 to 
1986-87 has also been higher than that for 
other agricultural commodities. Tbe rate of 
increase was relatively much higher for the 
period beginning from 1970-71. Further, tbe 
study observed that during tbe last dtcade 
price parky measured by tbe wholes ale price 
index had moved distinctly in favour of 
oilseeds. Tbe percentage increase in 
prociuement/support prices for different 
crop* between 1975-76/1977-78 and 1985- 
86 indicated that tbe increases in support 
prices for different varieties of oilseeds had 
been more generous compared to increases 
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hi the support price* of other acrkobunT 
commoditie s. In fact, as mend oood earlier, 
market prices of oilseeds ha veal ways ruled 
higher than tbe support prices, and the need 
for NAFBD's intorventkn in the oilseeds 
maiket never arose or atmoet been negligible 
in tbe past The ministry of finance’s index 
of edible oil prices (with 1970-71 as base) 
stood at423points during 1988-89as against 
408for all food commodities. In most recent 
years the edible oil price index has stood at 
a higher level than for aU food items. In 
1986-87 and 1987-88 it also ruled above the 
general price index for all commodities. 
From this it is clear that price has not been 
tbe major constraint to expanding oilseeds 
production and that other factors like V 
of a viableer acceptable technology, greater 
risks associated with production and 
marketing of oilseeds, priority to increasing 
foodgrains production may explain better 
this constraint. The TMO and other agencies 
ha vc been addressing to some of these issues 
by developing and popularising better and 
viable technologies as also giving incentives 
to cover the various risks associated with 
oilseeds cultivation. Its efforts seem to have 
borne fruit as evinced by the rapid rise in 
tbe growth rate of oilseeds from the secular 
growth rate of 2 per cent per annum or below 
during the last three or four decades to over 
6 to 8 per cent per annum during the last 
five years from 1988 to 1992. A strategy 
which relics on the price mechanism has also 
limitations and important implications. Since 
coarse cereals, the main staples of the low 
income groups arc the main competitors of 
oilseeds, any price policy favouring oilseeds, 
will be at the cost of coarse cereals by 
creating disincentives for producing coarse 
cereals. In fact, the surge in oilseeds output 
during the last five years bas partly come 
through diverting coarse cereals area to 
oilseeds cultivation, as noted earlier. The 
profitability of a crop is not determined by 
price alone, but also by other factors like 
yields, cost of inputs, risks. etc. and hence 
a strategy which relies on the price 
mechanism to boost oilseeds output has its 
inherent limitations. It is also well known 
that the aggregate supply response of 
agriculture is low. Moreover, the Indian 
experience shows that it was only when 
there was a technological breakthrough 
that production of wheat and rice recorded 
a spectacular rise. This can be true for 
oilseeds also. 

The mounting deficits in our domestic 
oilseeds production and rising import bill 
prompted tbe government of India to give 
a special thrust to boosting our oilseeds 
production by providing suitable incentive* 
and institutional support This resulted in the 
constitution of a technology mission on 
oilseeds by the gov ern me n t of India in May 
1986, as mentioned earlier. The mission* 
»im« are to harness tbe best of production. 
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jxppcntatiBgiiad nutu^trowattecbnolofiia 
to realise self-retlsaoe la the oiUeedi and 
regsUMei^Soctor thr ough the following: 
(i)impravemeot of oilseed crop technology 
by developing improved/hybrid crop 
varieties that give high yields, reduced 
crop duration, tolerant of droughts, other 
stresses, and with better resistance to pest* 
and diseases, with other desirable attributes 
and also varieties suitable for cultivation in 
diverse agro-climatic situations and 
environments; (b) improvement of post¬ 
harvest and processing technology by 
developing modem integrated processing 
technology, stepping up oil extraction 
from oilcake* and also improving traditional 
oil-ghania; (c) transfer of technology and 
farmer support systems like distribution of 
quality seeds, fertilisers, pesticides, credit, 
implements, etc. (As part of this programme 
a R* 170-crore National Oilseeds Develop¬ 
ment Project (NODP) covering 180 districts 
in 17 states was taken up for implementation. 
Another project known as the Oilseeds 
Production Thrust Project (OPTP) with a 
budget of Rs 125 cron: covering246oilseed - 
growing districts of the country was also 
taken up for implementation from 1987 
onwards. The NODP and OPTP were 
emerged into a single programme during 
1990-91 called the oilseeds production 
programme (OPP). The OPP cover* 282 
oilseed-growing districts spread over 18 
states. Total costs of the programme are to 
be shared between the centre and states on 
a 75:25 basis. The total planned outlay for 
theOPPduring 1990-91 was Rs 69 97 crorc 
The programme covers all the major nine 
oilseeds cultivated in India), and (d) finally, 
the TMO also seeks to guarantee support 
prices to farmers and support to industry in 
(he co-operative and private sector for 
processing, storage and marketing. The 
impact of the TMO and other programmes 
on,the Indian oilseeda sector has been 
spectacular, as mentioned earlier with 
production of oilseeds which was stagnating 
ai around 11 to 13 million t during the mid- 
1980s rising to over 21 million t during 
1992-93-within the short span of five years 
or so. This means that the growth rate in 
oilseeds production has accelerated (o over 
6 per cent per annum during the last few 
years which represents a clear break from 
the secular growth rate of 2 per cent per 
annum or below recorded by oilseeds 
production in the previous three decades or 
so, as noted earlier. How far this growth 
momentum can be maintained needs to be 
seen. 

Along with tbeTMO, tbcNDDB ha* been 
assigned an important role in restructuring 
India’s oilseeds and vegetable oils sector 
from 1989 on Wards with a view to eliminate 
the role of middlemen in oilseeds trade and 
also help the oilseeds grower to realise a 
higher share in the consumer rupee. Under 
this programme, the NDDB has been 


bringing together under ftaand- 

type co-operative federations. These co¬ 
operative* procure oilseeds directly from 
its members, i e, the oilseeds gro wer s , 
provide technical input and extension 
services for production enhancement 
programmes and also look after all activities 
right from procurement, processing and 
marketing to final sale of product (Mukunda 
Das 1987). In the process not only are 
farmers paid a fair price baaed on 
standardised quality assessment but also 
the consumers are given a quality product 
at a fair prioe. By June 1992, NDDB had 
helped set up 5,017 Anand-type oilseeds co¬ 
operative societies affiliated to nine state 
federations with a membership of over 8.2 
lakh oilseed growers cultivating an area of 
nearly 20 lakh ha fSbenoi 1993; Men 1993]. 
These nine state federations have also 
developed significant storing and processing 
facilities, with storage capacity for 1.7 lakh 
t of oilseeds and 2.77 lakh t of oil. oilseed 
crushing capacity of 3,3101 of seed per day. 
sol vent extraction capacity of 1,980tperday 
as well as refining capacity of 7331 per day 
have also been established [Sbcnoi 1993; 
Men 1993], These federations have forged 
strong links with the extension wings of the 
ICAR and state agriculture departments to 
provide tbe fanner members of tbe co¬ 
operative societies the best available 
technology and inputs. Recent studies 
indicate that farmers participating in such 
co operatives have benefited by earning an 
additional income of Rs 30 to 50 per quintal 
of oilseeds sold {Shah and Modak 1986). 
The NDDB has also been trying to stabilise 
supplies and prices through its market 
intervention operations (MIO), as mentioned 
earlier. This is sought to be done by building 
up an adequate buffer stock of edible oils 
from both imports and domestic sources so 
as to enable the NDDB to intervene in the 
wholesale oilseeds/oil market by releasing 
stocks or engage in procurement operations 
when the prices of groundnut and mustard 
oil wenloutside tbeir prescribed price band.* 
A market intervention fund of Rs 30 crore 
was to he raised by the NDDB to meet 
possible losses from MIO. As soon as the 
fund, including interest reached this target, 
any surpluses generated by the NDDB from 
its MIO would accrue to (he government. 
Losses which cannot he met from the MIF 
are to be reimbursed by the government. To 
enable the NDDB to fulfil its tasks under 
the MIO, a special line of credit has been 
provided to it, from tbe RBI and NAB ARD 
for stocking of oilseeds and oils for the MIO, 
similar to tbe line of credit provided to (he 
Food Corporation of India to procme and 
stock foodgrains. The NDDB has, however, 
met with only limited success in its MIO. 
Though it had been able tooontain the intra¬ 
year variations of groundnut and mustard 
oil, the two most important edible oik 
consumed in India, within the prescribed 
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price band* in the initial two or three years, 
during 1992-93 prices of edible oik soared 
to dizzy heights. NDDB'i inability to build 
up an adequate buffer stock of edible oik, 
pertly doe to tbe drastic cut in imports of 
edible oils, apart from bullish sentiments in 
tbe market and restrictions imposed on free 
movement of edible oils to other states by 
the Gujarat government, constrained its 
efforts to intervene hi the wholesale market 
of oilseeds/ediblc oils. According to apreas 
report, in thynitial two or three years when 
tbeNDDB ’« MIO was in operation,despite 
monsoon failures and other factors, tbe 
NDDB was able to contain the price 
fluctuations since the trade was not aware 
of the stoclu held by the NDDB available 
for use in their intervention operations. 
However, during 1993 the stocks held by 
tbe NDDB. and constraint* imposed on the 
NDDB by the govermnentof Indiaregarding 
quantum and timing of iu purchase* under 
MIO were all leaked out by a leading 
economic daily. This enabled speculative 
traders to operate freely and with full 
knowledge of tbe activities of NDDB, which 
made the task of controlling prices difficult. 
The same news report also suggested that 
the NDDB and government incurred a loss 
of over Rs 250 crore or so as a result of the 
MIO (Deccan Herald Supplement, 
Bangalore. Scptember21.1993. p 1), Without 
an adequate buffer stock of edible oils and 
storage capacity it will he difficult for NDDB 
to make an effective presence in tbe market 
The NDDB has already set up oil storage 
capacity for 1 lakh t at Delhi and souther 
40 thousand t at Kamils Tbe government 
has also reaffirmed its commitment toenabfed 
tbe NDDB to build up a buffer stock of 1 5 
lakh t of edible oils as envisaged when the 
MlOwasprcposed.Notwi i h s la nd ingtfae above, 
according to another report, the NDDB's 
MIO enabled groundnut and mustard 
farmer- to realise an additional income of 
Rs 2,300crore in 1990-91 (Men 1993). The 
NDDB has also been trying to influence the 
consumer market for edible oils by nufotag 
edible oils under the brand name *Dham'. 
Within the short span of four yean the Dhara 
oil has made iu strong presence in (heretail 
market and is most sought afrer by consumers. 
Sales of Dhara oil rose from a modest L U7 * 
during 1988-89 to over 1.13 lakh t during 
1991-92. Dhara oils* consistent quality, 
attractive price*, innovative packaging and 
good distribution network account for Kf 
growing popularity. The NDDB has ako 
been (tying to develop a single market for 
vegetable oik in lodta. by blending moat 
p refe rre d oils with refined oils and the wide 
consumer acceptability of its product * 
attests to the success of tin* programme 
In assessing the impact of the NDDB on 
tbe oilseeds and vegetable oil* market in 
India, one must not kwe sight of flw fact 
that tbe NDDB ha* been operating ui a 
hostile environment with the trade, mdasoy 
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and import lobbies who wen used to 
making huge profit* in the pant, colluding 
to make the NDDB’s effort* to stabilise 
supplies ind control price* a failure. 

Another area which ha* been receiving 
*pecial attention and emphaxi* i* the 
modernisation of the ptocesting sector. This 
i* one of the thrust areas and mini-mission* 
of the TMO a* also that of the NDDB. The 
Indian oilseed* processing industryis widely 
scattered and segmented. They differ widely 
in respect of the level* of technology, capital 
and labour employed, size of operations and 
capacity, level* of efficiency, etc. From the 
traditional village ‘ghanis’ which are 
operatedmanually. animal or power-driven, 
to the expeller units of varying sizes and 
technology, and solvent extraction plants, to 
the modern large-scale refining and vanaspati 
factories, the Indian processing industry 
displays great diversity and feature* which 
are perhaps unique to India. Processing 
involve* both primary and secondary stages 
to derive the final products which ate oil. 
oilcake, oilmeal. etc. which find wide use 
and applications in the household and 
manufacturing sectors. While edible oils arc 
used ax a cooking medium and a* an input 
in food-based industries, inedible oil* are 
used to produce technical grade oils for use 
inthemanufacuucof soups, paints, varnishes, 
etc, whereas oilcakes and meals are used as 
cattlefccd or an ingredient in cattle or animal 
feeds and also as a manure. The traditional 
village ghanis account for a relatively high 
proportion of the Indian oilseed processing 
industry. There were more than 25.000 
village ghanis all over India during 1988-89 
that were working and financed by the Khadi 
and Village Industries Commission (KVIC). 
government of India. A* per the Livestock 
Census 1977. there were about94.000ghanis 
in the country. The ghanis seem to he 
relatively more inefficient as compared In 
the power mills or modem expeller unit* in 
that the oil yield obtained from seed* when 
crushed in ghanis is relatively lower as 
compared to that obtained from seeds crushed 
in power mills or modem expeller units and 
also the oilcake has a relatively higher oil 
content. However, both the ghani-produced 
oil with its distinct flavour and taste and 
oilcake with high oil content used as a 
cattle feed or manure commands a premium 
in the retail market. There are. therefore. 


apparent trade-offs between efficiency and 
consumer acceptability which favour the 
traditional village ghanis. Moreover, in the 
context of promoting balanced regional or 
local-level development, generation of 
employment opportunities in rural area*, 
promotion of village industries, etc. ghanis 
need to he encouraged. According to a 
■j KVIC document oil ghanis under the KVIC 
A fold produced oil worth R* 242 crore during 
M9B6-H7 (KVIC 1990}. lu sales rose from 
8,7 crore in 1955-56 to R* 25S ernre 



during 1986-17. The KVIC oil jhani uwu 
provided Ml time aw p loy m e n i to over 40 
thousand woken and another 36 thousand 
woken on a pot-tune basis during 1986-87. 
Efforts are on to develop improved ghanis 
that are more efficient and cost-effective. 
The KVIC has improved upon the Wanlha 
ghani and developed improved ghanis such 
as the improved Kiilupati, Warangal and 
Nutan ghanis which incorporate technical 
improvemcnl»overearlierghanis.The KVIC 
document further notes ghat the overhead 
power-driven improved ghanis takes more 
capacity per charge. 12 to 15 kg as against 
only 6 to 10 kg in the case of the improved 
bullock-driven ghani. It also requires less 
crushing tune per charge, 60 minute* for 
gmundnut. sesamum. and 90 minutes for 
mustard a* against 90 and 150 minutes 
respectively in the case of the hulhick-dri ven 
improved ghanis. The cost on motive power 
for crushing sesamum (til) is Rs 5.5 per 
quintal in the esse of overheud power-driven 
improved ghani as against Rs 12.50 lor 
improved bullock-driven ghani*. The floor 
space requirement ix also 80 sq ft for the 
improved power-driven ghanis as against 
400 sq ft for the bullock-drivcn ghani. 
Research by the CS1R and other agencies 
are also in progress to develop improved 
ghanis and expeilerx. An improved small 
expcllcrdesigned and fabricated at Mcrado. 
Ludhiana improves over the technical 
constraints of traditional expeller* and also 
extracts more oil. In the case of large 
expeller units an improvement in operation 
by switching over to a two-step expelling 
operation will reduce energy consumption 
per ton of seed crushed and yield more oil 
(i c, about 34 kg of additional oil per Ion 
of xecd with 40 per cent oil). In the case 
of the village ghanis emphasis in research 
ought to focus on developing energy- 
efficient and cost-effective ghanis rather 
than increasing the oil yield from seed 
and oilcakes in view of the consumer 
preference and premium for ghani-produced 
oils and oilcake. In the case of expeller and 
other large units in addition to energy- 
efficient and cost-effective technologies 
research should also focus on improving 
the oil yield from oilseed, oilcake, etc. 
Inefficiencies in the Indian oilseeds 
processing industry are estimated to result 
in a loss of 5 lakh t of oil annually. This 
needs to be reduced by developing and 
popularising improved oilseeds processing 
units. In addition to the NDDB. the National 
Co-operative Development Corporation 
(NCDC) is also involved in dcvclopinjfand 
modernising India's oilseeds processing 
sector. As of 1988-89. the NCDC has 
sanctioned assistance to the tunc of Rs 
330.22 crore for setting up 132 oilseed 
processing units in the co-operative sector. 
The Indian oils e e d * processing industiy 
has eases* capacity to the tune of 40 to 


jSOper cent. While 

need for any additional capacity to co 
with the envisaged increase in dottiest 
production of oilseeds, there is dearly 
need for modernising the processing sect 
to eliminate wastages and make u me 
competitive, 

Apart from the constraint* mentHxv 
above, there is another factor which m; 
come in the way of harmonious dcvclopme 
of the oilseeds and vegetable oils seen 
This is that several agencies are involv 
and concerned with the oilseeds ai 
vegetable oils sector. Oilseeds producth 
programme is under the aegisof the minis! 
of agriculture, government of India and t. 
state agricultural departments; rescan 
under the Indian Council of Agricultur 
Research; price and market suppo 
interventions by the NAKED and NDD. 
public distribution by the department 
civil supplies: processing technology I 
the CSIR; and imports are handled hv t| 
Slate Trading Corporation. Often thi 
would work without co-ordination or 
cross purposes. The TMO has. in a wa 
been trying to play the role of an overt 
co-ordinator though there is much mo 
that needs to be done in this area. 

India’s quest tor self-sufficiency in edit 
oils, however, has attracted criticism 
certain quarters. Since Indian oilseed ai 
edible oil prices have ruled higher than wor 
prices for several years in the recent past ai 
also since the Indian oilseeds sector 
observed to be net subsidised as per ll 
findings of one study it is argued that i 
grounds of economic efficiency at 
comparative advantage it would I 
advantageous for India to concentrate t 
production of commodities such as ric 
cotton in which it is international 
competitive, export them and use the foreif 
exchange soeamed to import edible oils |C 
Gulali 19901. Gulal i - s study tried locstimu 
the degree of protection enjoyed by ll 
Indian oilseeds sector and used flir 
incentive indicators or types of protects 
coefficients: (i) nominal protectii 
coefficient (NPC) - ic. ratio of domestic 
world reference price of the commodi 
under consideration. (i if effect ive protectf 
coefficientfKPC) - ic. rutioof value add 
at domestic prices to value added at wor 
reference prices. and(iii)cffeclivc xuhxit 
coefficient (ESC) - le.ralioof value addi 
at domestic prices inclusive of net suhxidii 
on tradable inputs to value added at wor 
reference prices. Using these three typ 
of protection indicators. Guhiti’x study non 
that in theeaxe of all the oilseeds and stall 
under review, i e. groundnut in Giyari 
rapeseed-mustard in Uttar Prades 
soyabean in Madhya Pradesh, ar 
sunflower seed in Maharashtra, during if 
period 1980-81 to 1986-87. the NPC 
BPC* and ESC* were all above unity. T 
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ESC* for groundnut and rop B M in d -muatard - 
which ware 139 and 1 .61 over the period 
1980-8J to 1986-87 were much higher than 


the reme for other commodities like when 
(0.93). rice (O KS) and cotton (0.75) [Oulati 
1990J. This comparison of Indian domestic 
oilseed prices inducting subsidies with work! 
reference prices, lo adjudge the degree of 
protection enjoyed by the Indian oilseed* 
sector is not without flaws. For instance, 
it is wdl known that fanners, including 
oilseed growers in the US and Europe receive 
luige direct and indirect subsidies. Any 
comparison of the degree of protection 
enjoyed by Indian oilseeds growers vis-a-vis 
the test of the world would he incomplete 
and give a distorted picture if it takes note 
of the subsidies enjoyed by the Indian 
oilseeds growers but ignores to take into 
account the huge subsidies enjoyed by (he 
US and European oilseeds growers in its 
analysis. The world reference price, 
therefore, appears to be an inappropriate 
yardstick for comparison, unless it is 
adjusted to account for the large subsidies 
given to the US and European oilseed 
growers (USA and the European Economic 
Community (EEC), it may he noted, are- 
ma|or players in the international trade ot 
oilseeds/vegetable oils). It has been noted 
that (he support prices paid lo the Indian 
groundnut and mustard growers are less 
Ilian the support prices paid to the 
gtoundnut and mustard growers in the US 
and Europe |Sliem>i I993|. Aggregative or 
macro-level studies often tend lohide several 
micro-level or ground realities. In Gujarat, 
lor instance, (lie crops that mainly compete 
lor area with groundnut arc hajra. jowar 
and cotton. During the period IV54-SS to 
I UK I -82. the ratio of groundnut yield to that 
.it jowar and cotton yields were greater than 
unity |Ninun I9K9|. In relation to hajra it 
was slightly less than unity during 1979- 


KO to 19KI-K2. However, for the 27-vear 


period reviewed, except in 9 years, tlie rat io 
»l groundnut yield to hajra yield hud been 
greater than unity. Groundnut, therefore, 
continues to hol'd anedgeover itscom|>eiing 
crops in terms of yields in Gujarat. Tlie 
|>rices of groundnut relative to those of 
haira. jowar and cotton t«s< had increased 


ignifKtmilydunng this pern H.I|Nman I9K9|. 
The ratio ot gross income (i c. yield valued 
at lartn harvest price) Irani groundnut lo 
hajra is around 2. and over 3 in relation io 
both jowar and eotton (Ninan I9K9|. 
Another study notes that groundnut yielded 
slightly less profits over paid out costs 
l i e. Rs 1.844 per ha) as compared lo bujru 
IK* 1.927 per ha) inOujarat|Gulaii 1990|. 
The same study also notes (hat the rate of 
profitability (i c. rate of profit over paid 
«utc<MU)wMU]«highesl( i 19.84 per vent) 
lor jowar, followed by bajra (105.43 per 
fent). groundnut (70.58 per cent) and 
lowest in cotton (68.83 per cent). Both 


hajra tmd jowar apt tew value mftaUtcaoc 
crops with a limited market and cvendaspHe 
their relatively higher rate of profitability 
compared to groundnut and cotton in Oujaret, 
farmers may still prefer to grow groundnut 
which i* a cash crop with an assured and 
growing market. Cotton, the alternate cash 
crop, as the above analysis reveals is less 
profitable than groundnut in Gujarat. Thus 
groundnutenjoys ■ comparative advantage 
over its competing crops on various 
considerations in Gujarat. In Andhra 
Pradesh which has displaced Gujarat to 
emerge ax the largest groundnut-producing 
state in the country, groundnut yielded more 
profits over paid out costs (i e. R* 1.239 
per ha) as compared to its competing crops, 
jowar (R* 426 per ha), moong (R* 745 per 
ha) and urad (Rs 1.187 per ha) during the 
l9X0s|Gulali 1990). In Orissa too where 
groundnut area and production have been 
appreciating fast, groundnut yielded the 
maximum profits over paid costs (Rs 3.620 
per ha) as compared to moong (Rs 1.096 
per lia) and paddy (Rs 2.025 per ha), its 
competing crops (Gulati 1990). Take also 
the case of rapesced-mustard which is the 
next most important oilseed grown in India 
after groundnut. In Rajasthan where 
increase in rapeseed-mustard area and 
production lias been the most as compared 
to other states, the main competing crops 
for area are wheal, barley, gram and other 
rahi pulses. During the period 1954-55 to 
1981-82. particularly the post-green 
revolution perk*U. movements in relative 
prices, yields and gross incomes have, by 
and large, been favourable to rapeseed - 
mustard in Rajasthan fNinan 1989). Profits 
over paid out cost during 1983-84 for 
rapeseed-mustard ranged between Rs 2.0(81 
and VOOtlperhn in Rajasthan. Uttar Pradesh 
and Assam |Shcnni I9X9|. Thus, ii is clear 
that groundnut and rapeseed-mustard. our 
two most important oilseeds have an edge 
overlheir competing crops indifferent stales. 
However, the limitutionsofaslratcgy which 
relies on tlie price mechanism for boosting 
oi Isccds output and tlie need for a technology- 
induccd growth in the long run have been 
emphasised earlier. There arc other 
considerations also to justify India's quest 
lor realising scll-sulTiciency in its 
requirements of oilseeds and vegetable oils. 
Given the had experience with food aid (with 
strings altaclied) it is necessary lor India lo 
be self-reliant in an essential commodity like 
edible oils. Htc hulling of food shipments 
to India during the Vietnam war and of 
wheat exports to the erstwhile .Soviet Unkm 
by the US government are events that sbi mid 
not he overlooked. When agriculture even 
in the developed countries such as in the 
US. Europe and Japan are being heavily 
protected it i« difficult to understand why 
Indian agriculture is being singled out tor 
criticism on account of the various 


incentives and subsidies extended for iu 
growth and development. 

The target of 26 million t of oilseeds 
production set by our planners for being 
attained by the year2000is not beyond reach 
if the present tempo of growth in oilseeds 
production at over 6 per cent per annum 
realised during the last five years or soft e. 
1988 to 1992) is maintained. The strategy 
tor boosting India's oilseeds output should, 
among others, lay emphasis on a regional 
approach to increasing oilseeds production 
keeping in view the regional diversities in 
the trends and patterns ot growthofdiffercnt 
oilseeds, on both technological and price 
factors and also through diversification of 
India’s oilseed Economy by encouraging 
production of different oilseeds and varieties 
including traditional and nun-traditional 
oilseed s/oil-bearingcrops as also ex tending 
its cultivation in non-traditional areas. This 
will also help in stabilising our domestic 
supply of oilseeds and also cope with 
unforeseen eventualities. Apart from the 
major oilseeds, there arc several crop by¬ 
products such as lhal of rice ind cotton as 
also several oleaginous spec ics of tree/forest 
origin which if properly exploited could 
meet a considerable part of our requirements 
of oilseeds and vegetable oils. If India fully 
exploits the potential of ricc-bran and 
cottonseed it would be possible to generate 
an additional I million I of ->il fRao 1987. 
vide Ninan I9K9|. However. Juc to technical 
and economic constraints it has not been 
able to fully exploit llie jxuenlial of these 
sources of vegetable oil supply. The oil* in 
the rice hran tend to gel decomposed by 
active enzymes in the bran if tlie latter are 
not destroyed through the process known as 
stabilisation. This process of stabilisation 
needs to be undertaken immediately after 
processing rice in rice mills. The Indian rice 
mill industry, however, needs to be 
modernised to facilitate this process of 
stabilisation it rice bran is to emerge as a 
major source of our vegetable oils supply. 
In the case of cottonseed, apart from the 
technical problems in extras ling the oil from 
(be seed, it is preferred as a eattkfeed and 
unless suitable alternatives for cattle teed are 
found, it would be difficult to expect 
cottonseed to contribute U* a major shore of 
our requirements of vegetable oils The 
potential oil from seeds ot tree (forest origin 
is placed at about I million t |National 
Commission of Agriculture. 1976 ride. 
Ninan 1989). However. the TMO and the 
Indian Council of Agricultural Research has 
pul this potential at a higher figure, i c. at 
about 2 million tot oil. Pnxhictionof uofireo* 
extracted oil could also he stepped up to 
0.35 mdlton t (tidr Ninon 1989). Coconut 
is another important source of edible nil* hi 
India. However, productivity of coconut 
has been declining due to root-will disease 
The annual km* in coconut production due 


A W 


Economic and Political Weekly March 25.1995 



to root-wilt disease is estimated at 1,000 
million nut*. Almost a fifth of Kerala’s 
coconut palms are repealed to be affected 
by root-wilt disease. Replantation of 
diseased coconut trees needs to be given 
priority in the drive for self-sufficiency in 
edible oils. By exploiting the potential of 
maize germ and other crop by-products, it 
should be possible to produce a few more 
lakbs of vegetable oils. Qil-palm, if 
popularised, could be another important 
source of edible oil, as suggested in an 
earlier study [Ninan 1989]. Its per ha oil 
yield is the highest (over 5,000 kg) as 
compared to other crops like coconut (615 
kg), sunflower (275 kg), groundnut (201 
kg) rapeseed-mustaid (161 kg), soyabean 
(120 kg) and sesamum 82 kg [Meenakshi 
1986 vide, Ninan 1989]. It is a capital- 
intensive crop and suited only for large- 
scale production under corporate or co¬ 
operative management. An advantage is 
that it is not a seasonal crop but is produced 
all-round the year and is also singularly free 
from pests and diseases. It gives a steady 
stream of income spanning over 30 years 
after an initial gestation period of five to 
seven years. Areas to the extent of 7.96 lakh 
ha have been identified in Kerala, the 
Andaman-Nicobar Islands. Karnataka, 
Andhra Pradesh and other states suitable for 
growing oil-palm. Under the Eighth Five- 
Year Plan, 80,000 ha was proposed to be 
brought under oil palm cultivation. If oil 
palm cultivation hopefully catches up, India 
could be self-reliant in the oilseeds sector 
as also be in apositkm to stabilise its domestic 
supply of vegetable oils. 

In the context of the changing global and 
. domestic policy environment and the process 
of economic reforms initiated in India since 
1990 with its emphasis on market 
liberalisation and globalisation as also a 
reduction in the role of the state and public 
expenditures it would not be out of place 
to mention a word or two regarding the 
possible implications of these policy changes 
on India's agricultural economy in genera] 
and on the oilseeds sector in particular. 
Though areductionin government budgetary 
deficits and public expenditures is one of 
the avowed objectives of the structural 
reforms in India, evidences suggest that if 
agricultural growth in India is to be 
accelerated and sustained, if private 
in vestment in agriculture is also to be stepped 
up, then public investment in agriculture 
itself needs to be stepped up [Nitfan 1994]. 
Itough the O ATT agreement on the Dunkel 
3raft envisages an increase in global trade 
through a redaction in tariff and non-tariff 
mriert and also a reduction in subsidies, 
recording to the government of India, this 
will not affect the present level df subsidies 
for Indian agriculture since it is well within 
theprescribed limit as imposed by the GATT 
agreement on the Dunkel Draft It is also 


reported that once the GATT agreement 
ccmm into effect p ro enron entof agricultural * 
commodities will have to bemade at market 
prices. However, we have already noted that 
in the case of oilseeds, market prices have 
ruled higher than support prices. To that 
extent the various incentives and institutional 
support extended to the oilseed sector may 
be unaffected or have only minimal impact. 
In fact if subsidies to agriculture which are 
very high in the developed countries are 
to be reduced in consonance with the limits 
stipulated by the Dunkel Draft international 
oibtecd/oil prices may go up. If India were 
to meet its requirements of oilseeds/ 
vegetable oils through substantial imports 
rather than through increased domestic 
supplies, it may have to pay more hereafter. 
Thiswill aggravate furtherourBOPposition. 
Even if India were to concentrate on 
production of crops like rice and cotton for 
export purposes in which India is stated to 
have a comparative advantage, there is no 
guarantee that our export earnings will go 
up considerably. The experience of many 
African countries, which concentrated cm 
export crops in the process of structural 
adjustment, found to their consternation 
that despite their comparative advantage 
and increase in production of export crops, 
export earnings actually fell, due to a 
recession in the global market [Ninan 1994 ]. 
For instance, Ghana raised production of 
cocoa considerably but due to a glut in the 
world market Ghanaian export cam in gs from 
cocoa declined. If global trade opens up 
India could of course take advantage of this 
by-encouraging exports of agricultural and 
other commodities in which it has a 
comparative advantage. There are also 
possibilities of stepping up further exports 
of HPS groundnut, and of oilcake and meal 
in which we have a comparative advantage 
and for which there is a ready and growing 
market. In the context of a greater role being 
assigned to the private sector in the economic 
development of the coun'ry it would be 
interesting to note that big corporate bodies 
such as the Indian Tobacco Company (ITC) 
and the Hindusthan Lever Company have 
been quite active recently in the Indian 
oilseeds processing sector. It is reported that 
due to the special support given by the ITC 
group of companies to farmers growing 
sunflower in Andhra Pradesh and Karnataka, 
sunflower output has increased by about 
200 per cent in the last seven years ending 
1992-93 [Shenoi 1993], Other implications 
of the Dunkel Draft on Indian agriculture 
and the oilseeds sector in particular, 
especially Trade-Related intellectual 
Pro p er t y Rights (TRIPS) and patent rights 
need to be looked into. The expansion of 
production of non-traditional oilseeds and 
oil-yielding crops Idle sunflower, oil palm 
relies on use of imported varieties for research 
and development and the implications of the 



India which has aisoemerged as ons of the 
world’s largest prodocars of milk and milk 
products can also tap this sector for its 
requirements of oils and fats. In conclusion, 
India's quest far self-reliance in the oilseeds 
and vegetable oils sector is not beyond reach 
particularly in view of the strides and 
acceleration in growth achieved in the last 
few years primarily due to the efforts of the 
TMO, NDDB and other agencies concerned 
with the oilseeds sector. 

(This paper Is part of a larger study on 'Factors 
Causing Fluctuation* in Groundnut Output in 
India’, prepared by the author. The audior wishes 
to thank P V Shenoi and other participants of a 
seminar at ISEC, Bangalore and alao to V 
Raj ag opal an and G N Kao for their helpful 
comments on the larger study.) 
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Development 


Conflicts and Contradictions 


VRitu Reddy 

Sustainable agriculture involves not only the identification and application of improved technologies but the incorporation 
of ecological and socio-economic considerations. Inevitably conflicts and contradictions arise. This article focuses on die 
inherent conflicts and contradictions which come in the way of operationalising the concept of sustainable development 
in the context of Indian agriculture. 


1 

Introduction 

THE concept of sustainable development 
came into prominence in 1980 and evolved 
itaelf aaotteof the mainstream developmental 
paradigm* by late 1980s. In the process it 
has undergone numerous changes in its 
definition and objectives. However, the most 
popular definition so far has been the one 
adopted by the World Commission on 
Environment and Development |WCKD|. 
According to this definition "Sustainable 
development is development that meets the 
needs of present without compromising the 
ability of future generations to meet their 
own needs" [WCED 1987]. 

In the overall debate on sustainable 
development agricultural sector is often at 
the centre of discussions due to the obvious 
environmental problems associated with 
fanning activities apart from being the 
dominant sector in the developing countries 
which are in the centre of controversies related 
to environment. It is now recognised that 
sustainable agricultural production not only 
involves identification and application of 
improved technologies hut also ecological 
and socio-economic concerns (Pookpakdi 
19931- According to Food and Agricultural 
Organisation [FAOj sustainable agriculture 
has been defined as: 'The management and 
conservation of the resource base and the 
orientation of technological andinstitutional 
changes in such a manner as to ensure the 
attainment and continued satisfaction of 
human needs for present and future 
generations. Such sustainable development 
i* environmentally non-degrading, 
technically appropriate, economically viable 
and socially acceptable" (FAO 1991). 

The definitional objectives Of sustainable 
agricultural development appear to he of a 
■all order. Broadly, these objectives can be 
grouped under four properties of sgro-eco¬ 
systems • productivity (measured in terms 
of yield or net income or food valve, etc), 

stability (measured a* coefficient of variation 

of yield or net income), sustainability 
(difficult to measure in quantity terms) and 
cquitabdityfinkmM of income distribution) 
(Conway at al 1987], However, these 
Properties canaot be maintained at unequal 


scale and a trade off does take place between 
these in order to achieve the objectives. One 
has to forego productivity or/ and stability 
in order to achieve sustainability and 
equitability and vice versa. In the wake of 
population explosion and food security the 
green revolution technologies appeared to be 
the answer hut they are associated with low 
sustainability and low/medium equitability 
(Red Clift 1992|. Conway argues that the 
ideal solution lies in improving equitability 
at the cost of sacrificing some of the 
productivity assuci a ted with green revolution 
technologies [Conway 1985 as quoted by 
Red Clift 1992]. But, this solution fails to 
tackle the short run food requirement in the 
developing world. Even if food requirements 
are taken care of (externally through imports) 
sacrificing productivity does not come easily 
without interventions in social dynamics. 
For instance, though the grass roots level 
adoptability of the low-input sustainable- 
agricultural technologies largely depends on 
the economics of technology, all the objec¬ 
tives of sustainability cannot be achieved 
simultaneously as arule and hence trade-offs 
are inescapable (Tisdell 1988). 

In (his regard, perceptions and attitudes of 
the people towards environment and 
sustainability play a vital role. It may be 
noted here that the increases in agricultural 
production in the green revolution regions 
have occurred through a nine-fold increase 
in fertiliser consumption, with reducing 
marginal gains, and at the cojg of sig nificanl 
soil salinization and pollution. Never¬ 
theless, it is being recommended that 
“many countries should increase yield* by 
greater use of chemical fertilisers and 
pesticides, (although) countries can also 
improve yields by helping farmers use 
organic nutrients more efficiently'* 
(WCED 1987. a* quoted in Lele 1991}. 

These contradictions and conflicts arise 
mainly due to the fact that the debate on 
environment and sustainabk development 
hitherto ha* been breed on either dominant 
ritoiai paradigm or a deep ecology pnredigm 
Often development and ecological concerns 
are viewed a* conflicting goats. The attempts 
to integrate there two view* have not been 
very successful a* tboy failed to incorporate 
thesocio-ecxjtftgkriaapooteinrotheetMcepr 


of sustain ability (see for example Chambers 
1987; Jain 1988; Jodha 1991J. Beside* 
social dynamics, agrarian structure, 
technologies, etc. are not given dee 
consideration in the debate oo sustainable 
agricultural development though the rale ef. 
markets is well recognised, especially by 
economists. The issues that need further 
discussion, in this context, include 
(i) awareness and attitudes of the people at 
the grass roots level towards environment - 
and sustainability specifically with regaidto 
inter-generational equity, (ii) sustainability 
within agriculturally developed (green 
revolution) regions vis-a-vis fragile reso urc e 
regions, and (iii) role of technology and ite 
relevance in working towards env ironmen tal 
protection and sustain abb. agriculture. 

This paper attempts to tiring to the lore 
some of the inherent conflicts »nd ' 
contradict ions that come in the way of 
operationalising the concept of sustainable 
development in the context of India* 
agriculture. Further, it tries to focus on sane 
of the vital aspects or links that are mining , 
in the whole debate and are iuqwttatM to “> 
achieve the objective of sustainability. This l 
paper is organised on the line* of four 
properties of sustainable agro-mo syste ms - 
suggested by Conway. Accordingly. dm paper ^ 
isdividcd in lo five sections-the three 
that follow deal with the aspect* o f'% 
productivity and stability, sustaioabrUty and 
equitability respectively, while *<W <-/?. 
concluding remarks are made in the final 
section. 

D 

Productivity aad StsMfcy 

Though environmental protectress/ 
surtamabbty of agriculture and econotrie ^ 
develo pm ent are compatible an a tbearecinri 
plain, m practice a trade-off exists barman ", 
them. This is mote so in the context of ‘ 
developing countries which are pr edate! 
neatly agricultural economies and mu. % 
p res en t e r striving to achieve high grow th 
rule* in order to attain baric w a nd red s of 
living, tn the bale I9ffl* end a a rt y HWh 
when he food security wo* under threat 
India hatched the HYV chemical fawheer 
centred technology in a big way (high 
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to ensure rapid acx*ptaoc*ofthatecta»iogy. 

Though this high input-intensive technology 
has helped in achieving the goal of enhanced impossible burden on the eco-aphcre. Ob the considerable lag in development of the poor 

food production, it has led to numerous other hand, withomsigmfkint reduction in nations, puts them in a great dilemma as to 

environmental problems which became poverty there is no way of controlling the whether to continue with their present route 

conspicuous by the early 1980s. Further, the depleting natural resources [Roumasset todevek^pmeot andfulfQtbeprccmaeddreamt 

complementary nature of these inputs with 1990}. Given the wide variations across the of their people or to hastily change the 

water has led to the concentration of this countries in terms of standards of living it definition of development as per the present- 

technology in well watered regions like is neither appropriate nor adequate to day notions of the people in rich countries 

Punjab. Haryana and other irrigated regions recommend a lower rate of growth. According [Reddy and Chiranjcevi 1993]. 

of the country. The major environmental to Sukhatmoy Chakravarty (1991), "... a However, the overriding conflict between 

problems of such an intensive agriculture recommendation to slow down the rate of poverty and environment appears to be 
include: degradation of soils due to GNP growth, despite all the limitations that somewhat over emphasised. Fbr, the level 
inappropriate use of chemical fertilisers and - attach to the concept, would go against the of environmental degradation appears lobe 
mono-culture, degradation of groundwater very spirit of sustainable development" universal irrespective of the level of poverty 
quality, increase in use of pesticides leading [p71]. and economic development. The only 

to health hazards, deforestation and neglect Though the growth strategies pursued difference is the nature of cm uunmcntal 
of common property resources (CPRs) which presently are proving to be environmentally degradation-in some regions (industrialised 

further aggravated the problem of degraded costly, the costs seem to he less important west) it is conspicuous in terms of industry 

soils, problems of pests and plant diseases when compared to the immediate concerns and life style induced degradation in others 

which have remained uncontrollable 1 (see of meeting the basic needs given the socio- (developing world) it is more in terms of 
Table 1). Besides, (he soils which are not political conditions in the developing natural resource depletion. These variations 

suitable for flood irrigation are having the countries. Themyoptc attitude of the policy- can be observed even within a country like 

problems of water logging and salinity. As makers arises from the difficulty they face India between fragile resource regions and 
aresult. most of the green revolution regions in taking the perspective beyond’The time- well endowed regions. It is no denying fact 
have reached a plateau in productivity, and borizonoftheirtenureinofficcaml intaking that the environmental degradation is equally 
profitability of farming has started falling, anationaiorinternationalperxpectivc beyond bad in the green revolution regions where 
though these regions still continue to be immediate concerns of their constituents the levels of poverty and unemployment are 
highlyproductivecomparedtootherregions [Miller 1990]. The politicians in the substantially lower. Similarly, the 
and hold the key for meeting future food developing countries find it more prudent, environmental problems are more serious in 
demands [ Vyas and Reddy 1993]. Moreover, given thepolitical instability inmewtof these the case of erstwhile USSR and eastern Europe 
the high productivities achieved in green countries, to follow populist programmes, where state ensured at least the bask needs, 
revolution regions arc observed to be unstable with visible short-term benefits, than in However, thcdeveloped countries (with high 
and fluctuating [for instance see Mahciufradcv adopting sustainable and productivity- living standards and low level of poverty and 
1987; Mitra 1990]. oriented programmes, whose benefits are unemployment) are capable of taking 

With the emphasis on pushing the new less spectacular and future oriented. In other preventive measures for safeguarding their 
technology in the well endowed regions, words, as long as employment and income environment in terms of mitigating 
which account for only one-third of the generation problems rule higher on the technologies and also by promoting low 
cropped area, the rainfed regions have political agenda, environmental concerns get productive agricultural technologies (k»w 
remained largely neglected. This has resulted only back seat in the developing countries input intensive). On the other hand, 
in aggravating regional inequalities in the [Reddy and Chiranjcevi 1993]. developing countries cannot afford to go for 

country. Population explosion in these regions The nature of political system also doc* these technologies as their priorities lie in 

has further increased the pressure on natural not seem to have any influence on this myopic meeting the basic requirements of their 
resources like forests, mangroves, other nature of the policy-makers. For. the people. But, neither of the worlds is willing 
CPRs. etc. Besides, the failure to realise the environmental degradation does not seem to to change its life styles (the underlying 
link between poverty and environmental be restricted toanyparticularpoliticalsyslem, assumption of the deep ecology paradigm) 
sustenance has further aggravated the i e, democratic, centrally planned, etc. As as the basic human psychology is the same 
problem. In fact, it is argued that properly evident from the status of environment in everywhere. 

cooceived poverty alleviation programmes eastern Europe and the erstwhile USSR and As far as agricultural sustainability is 
could be a step in the direction of China (the centrally planned economies) concerned, climatk factors also play an 
environmentally safe world [Vyas 1991J. All cannot guarantee environmental protection important role. The threat to agricultural 
these factors snowballed into major [see for instance Stokke 1991 andPearceand sustainability is more conspicuous in the 
environmental problem* likcdcclincinforest Warford 1993]. Similarly, the objectives of countries (Asian and African) which arc- 
cover. increased soil erosion, silting of economic growth and employment are located in tropical regions where rainfall is 
resenroirsand lakes.dec line in bio-diversity, pursued with equal vigour, it the coat of capricious. Adding to this the population 
etc [Vyas and Reddy 1993}. This, in turn ecology, in the democratic west with popular pressure is leading to extensive dependence 
reauhsindecliningproductivityandsUbility. support [Stokke 1991). on CPRs and the resulting land degradation. 

Mcwt of these problems arise mainly due The increasing concent forenviwnmental On (he other hand, despite the fact that forests 

to thepobtico-econoraic conditions existing proble m s at the policy-making level in the have virtually vanished in Europe the 
in theae countries which mostly result from we it lira mainly due to the increased awareness problems of degraded s o i ls , na tura l vegetation 
the increasing demographic pressures. The among its citizens which is a result of high and in ri/M moisture are on a lower scale due 
development strategies pursued in these level of socio-economic development On to the humid conditions and high rainfall 

- countries sre-a consequence rather than a the other hand, in the LDCs the present In these conchtk sis tbc rejuvenation of natural 
cause of tbe population pressure snd poverty, concern forglobal environment and ecology resources is also caster. In other words. 

yi^The link between development and poverty is largely a result of the initiation and dcpktkstofrenewtbkiesouruesMiesnperatt' 

'•&^db*iation (even decline in fertility rates) aggressrwjnemotkw by the indosfriaitfed antes is likely to have less advent impact 

- peeteods the development dilemma. For. it western pfljeiljiis and some NGO* rather c» human we tfare when oesnparad to tropics! 


productiviiy)Jjnput«bt)^ 
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economic w^dty lapow* teq«tre4 Tty 

poverty eradication) mav impose an in «rcaB0tiut rlob*i envfconmnnt. 



ro^OW & developing countries due u> lade 
of altBroafivefiveilbci^(«on-fami income, 
etc) and consequent interaction (over) with 
the ear-system . 2 


Tbe rote of technology in the process of 
xuxuinablc agricultural development (in 
term* afenhanced productivity and stability) 
in often been sidelined in the entire debate. 


The contribution of Jodha (1991), in this 
context. stands unique though it mainly 
addrcxxcx the fragile resource regions. He 
tried to incorporate inter- and intra- 
generation al aspect* (population pressure) 
while defining the sustainability: “It is the 
ability of tbe system to maintain a certain 
well defined level of performance over time, 
and if required to enhance the .tame through 
linkages with other systems without damaging 
the ecological integrity of the system” (stress 
added, p A-15). Deviating from the naive 
arguments that traditional technologies are 
more suatainable. he argues that they 
(traditional methods) are conducive for 
sustainable resource management under low 
pressure of demand in relatively isolated or 
inaccessible situations, but they are becoming 
increasingly unfeasible and ineffective in the 
context of rising pressure on fragile land 
resources (p A-22|. Further, he points out 
that "the indigenous systems, though oriented 
to resource use with conservation, do nut 
posses* high productivity technological 
component* to ensure high use intensity and 
resource conservation simultaneously. The 
new science and technology-based 
interventions have capacity to raise use 
intensity and productivity of land but they 
arc generally indifferent to conservation 
considerations. The above facts form the 
basic ground for blending the positive features 
of the two" (Jodha 1991 p A-22). 

The need for appropriate technologies for 
sustainable agricultural development ought 
to be analysed from two angles. One is that 
the feasibility of the technologies, currently 
termed as sustainable, at the operational level 
and the other is regarding the relevance of 
high productive technologic* (biotechnology. 
etc), now available or being developed, for 
sustainable agriculture. At present the 
technologies that are most talked about for 
agricultural sustainability are ‘k>w input 
intensive agriculture'. organic farming' or 
natural fanning', etc. Research elsewhere 
suggest* that the low input sustainable 
agriculture is leas productive and less 
profitable compared to conventional 
technologies (i e. high chemical fertiliser 
intensive) (see for instance Kikuchi 1993: 
Hsiao 1993; Dobbs 1993|. These practices 
arc lea* profitable despite the fact that 
organically produced products get premium 
Prices in the markets (Dobbs et ai 1991 as 
quoted in Dobbs 1993J. Moreover, low input 
sustainable systems can he more risky for 
ftetnetsth act conventional system*, especially 
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weedmmtroi (Dobb.1993). SteaUarty.it is 
observed in tie caae of unite* (a low input) 
technology in Philippines, constraint* such 
as vulnerability to avtect-pest and high labour 
requirements could easily undermine the 
sustainability of the technology (Kikuchi 
1993]. In the Indian contex t also high labour 
costs coupled with long gestation periods are 
attributed to the non-adoption of organic 
fanning practices [Down to Earth 1993J. 
Therefore, the feasibility of these fanning 
practices depends on profitability at tbe 
farmers level. Unless economic incentives 
are provided, significant adoption will not 
be possible (Hsiao 1993], This may be tbe 
reason why in a vast country like India we 
have only a handful of farmers to boast about 
m organic fanning [ the case of Shri Narayan 
Reddy near Bangalore seems to tbe only case 
that is being quoted often in the past several 
years, see Nadkarni 1988; Business India, 
June22-July5,1992; Down to Earth 1993J. 

In the prevailing conditions in developing 
countries, organic or low input intensive 
farming systems are not only unadaptable at 
the farmer level due to low profitability but 
also at (he policy level consequent to the tong 
gestation periods required for these systems 
to be as productive as the conventional 
systems. Moreover, this conflicts with other 
environmental aspects like afforestation. 
While ecological concerns require the 
conservation of forest lands, the low input 
sustainable acncultural technologies demand 
extensive cultivation practices (i e. 
encroaching forests) in the Ugh! of mcreasing 
population pressure and the resulting ftxtd 
demands. This in turn gives rise to another 
conflict between trihals and environment. 
Given the goals of meeting food requirements 
and self-reliance in the developing world it 
is mostunlikcly that politicians would support 
the promotion of these systems in the near 
future. Moreover, recent research also raises 
doubts on the ecological sustainability of 
some of these systems. The ongoing 
experimental research on ‘Paddy Cultivation, 
and Global Warming' at the International 
Rice Research Institute, Philippines indicate 
that the increase in temperature (global 
warming) through paddy cultivation is 
substantially hig her when organic manure is 
used compared to chemical fertilisers . 4 Similar 
doubts are raised with regard to the health 
hazards (in terms of nitrates concentration 
in ground water) due to the use of chemical 
fertilisers vis-a- vis organic manure (Conway 
1989. as quoted in Vidyasagar 1993|. 

On the other extreme, we have Ibc 
technologies that are being used by Israeli 
farmers for the past 25 years. These 
technologies which use saline water and 
mostly operate under full Human control are 
more productive and even sustainable 
(continuously increasing productivity levels 
during tbe past 25 years) when compared to 
the highly acknowledged conventional 
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t e ch n o lo gi e s Daring the past decade yield 
rates have gone up by neatly 20 tunes for 
tomato, water melon and other fruit and 
vegetable crop* and, most importantly, they 
are competing in tbe international markets 
without much of government support (Moli 
Harare 1993}.’ Similarly, bio-technology, 
when developed to its full extent, may be 
of vital importance hr sustains Me agriculture 
in terms of productivity, stability, and 
sustainability of the agro-systems as defined 
by Conway (for differing views and various 
aspects of biotechnology sec Swam uuthan 
1992 and Ahmed 1992). But the equity 
aspects, which are equally important for 
attaining agricultural sustainability may be 
left out by these technologies. Therefore, the 
potential for these technologies can be 
enhanced if the equity aspects are taken care 
of externally. 

Tbeprecedmgdisc us* ion brmgsout clearly 
that the conflicts and contradiction* associated 
with productivity and stability aspects need 
to be addressed at the policy as well as 
technology levels. At present environ mental 
concerns do not find place in policy phuminf 
due to the myopic attitude of the policy¬ 
makers towards solving the problems of 
poverty and unemployment. It is important 
to realise that poverty and employment arc 
not solely responsible for the current 
environmental problems and long run 
solutions can he sought by following 
environmentally sustainable path. 
Incorporation of ecological aspects into policy 
planning would largely depend on the 
awareness and attitudes of the people towards 
environment. As far as technologies are 
concerned, development of economically 
viable and environmentally friendly 
technologies would go a long way in 
achieving the objcctivesof productivity and 
stability. 

U1 

Sustain ability 

Sustainable agriculture or sustainability 
has been defined and interpreted in ajnnaber 
of ways in tbe recent literature (see, for 
instance. Chapman and Barker 1991; Dixon 
and Reyes 1990; Pbokpakdi 1993; MaUtand 
Facth 1993; LeJe 1991; Ray 1993. Chopra 
1993],But. they fail to compreh e nd with the 
overall objectives of inter- and intra- 
generational equity. Even aithe conceptual 
level it is difficult toenvumvent theooafhct* 
b et we en the present and future generations' 
interests. While needs arc conceived 
differently from one on vironateMasul culture 
to another in tbe same generation, bow future 
generations wtU conceive of then-needs may 
well be beyond our imagination, although 
calculation* may he based on some fixed 
standards involving what at present are 
conceived of basic human needs (Sbdtke 
19911. The equivocal nature of the concept 
is believed to have hampered the direction 
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of policies of international agencies (Leie 
1991], 

A* far m the sustainability aspect is 
concerned the debate on sustainable 
agricultural devekiptnent has often sidelined 
the two important aspects, namely, (i) the 
long-run (inter-generational) vij-a-Wrshort- 
run (intra-gene rational) imp *clof sustainable 
agricultural development, and (ii) the inter¬ 
regional variations in the level and process 
of sustainability and thus missing on socin- 
ecological interactions. Though the writings 
ofChambers(1987)andJodha(1991)clarify 
the first aspect to some extent, they fail to 
address the second issue as they restrict 
themsel ves to the problems of frag ile resource 
regions. 

Chambers (1987) argues that sustainable 
development can be achieved by securing 
livelihoods for the critical group of the very 
poor which would result in stabilising 
environment, enhancing productivity and 
establishing a dynamic equilibrium of 
populations and resources. According to 
him: “A solution ix sought not through 
unproductive conservation but through 
development with a positive impact on 
livelihoods which, in turn, later become 
sustainable. Short-term improvements in 
living thus create conditions for later 
livelihood- intensive and sustainable human 
useof environment” [Chambers 1988. p 16]. 
These solutions hold good for the resource 
pixx region* where majority of the population 
live? below the sustainable livelihood [SL[ 
line. But. what happens once the critical 
populations cross the SL line? Do they still 
continue to safeguard the long run 
sustainability of the system because they 
know very well that their survival depends 
on the sustenance of the agro-system ? Or do 
they act in the fashion akin to their 
counterparts in the endowed regions, c g. 
over-exploitation and misuse of natural 
resources which is prevalent in the developed 
regions (green revolution belt). The ex¬ 
perience indicates that they would go more 
in the way of their counterparts. In other 
words, (mce livelihoods are stabilised in 
terms of soil rejuvenation, groundwater 
replenishment, etc: people tend to over¬ 
exploit the natural system in order to reap 
the benefits in short run. A case in point is 
the experience of 'pani panchayal’ in 
Maharashtra. Despite the dedicated involve¬ 
ment of a committed NGO some of the user 
groups of lift irrigation schemes are breaking 
away in pursuance of short run gains. These 
groups of users who came together to fight 
the drought and severe adverse environmen¬ 
tal conditions could not only come out of 
the poverty trap but also achieve fairly good 
living standards [for details see Dcshpandc 
and Reddy 1990], This was possible through 
watershed programmes, following low water 
; intensive crapping patterns, judicious water 
BMttagcmonL etc. However, within a short 
xpm of five years individual farmers started 
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Fragile Resource Regions 


Physical Bn vtreuMMnt 


(a) Harsh climatic conditions (a) Favourable cH malic condltioBS 

(b) Degraded soil* aad desertification (b) High-Intensive or noft-organie input use 

(c) Depleting natural resources tike forests, (c) High irrigation or cropping inlens ilia* 

grouadwBter and other common property (d) Increasing waterlogging and salinity 
resources due to population pressure. (e) Dedining soil fertility 

(d) Lack of vegetation and in site-moixuirc (f) Increasing health hazards 

(e) Low input intensity in agriculture (g) Depletion of natural resources like forests 

production and limited protective and other f PRs due to commercialisation of 

irrigation facilities agriculture. 


Economic Environment 


(a) Subsistence agriculture (largely) (a) 

and low value crops 

(b) low and stagnant or modrrale growth (b) 

rates in production (c) 

(c) High level of un/under-employ meat (it) 

(d) High dependence of non-market sources 

of iacome like forests and f'PRs (e) 


(c) Low resource huse of the rural community 

(f) Product and factor market imperfections (f) 

(g) Low marketable surplus and low profits 
(b) Larger eflorts and expenditure in acquiring 

basic needs like drinking water, 
fuel-wixxl, etc 

(i) I »w levels of living stamlarils 


Commercial and hi git value mono-crop 
agriculture 

High but slitgBHnt/naak'rjiegrowthinpnKluilimt 
Multiple choices ol income 
Improved product and factor inurkets with larger 
marketable surpluses 

Easier access to busk- needs like drinking water, 
literacy, health, etc. 

Fairly high levels of living standards 


Social Environment 


(a) Low level of social consumption (a) 

(literacy, health, sanitation, drinking 

water, etc.) (h) 

(b) Strong cultural values which are often 

linked to environmentnl factors (c) 

(c) General altitude is towards resource 
conservation mainly due to 

scarce conditions (d) 

(d) Low level of political awareness 

(e) Priority for survival m the short tun. 


Better political awareness and access to social 
consumption items 

< irv.der dependence on technology and hence 
lesser concern for environment 
I lighiy commerciul-mindedness and abuse of 
natural resources anil often compete among 
themselves in exploiting the natural resources 
Priority for accumulation in the short tun 


Policy Envtrtmment 


(a) Neglected and half headed attempts 
of development 

(b) Lopsided development policies with 
inappropriate technologies, blanket 
policies, etc 

(c) Neglect of natural resource base'and 
alienation of local institutions like 
participatory process, community 
management, etc. aad local knowledge. 

(d) Altitudes among policy-makers are not 
conducive to the evolution of strategies 
based on conservative-onented technology, 
use of local and often, degraded resources 
and mobilisation of the people 

(e) However, of late, there is a realisation among 
policy-makers that development ol these 
regions is crucial for sustained overall growth. 


(a) Pampered hy the policy-makers so fiu 

(b) Policies are not conducive for natural resources 
conservation 

They are pnxiucfivity-hased rather than being 
sustainable 

(c) Policy-makers fail to utilise the commercial 
latitude of the people for promoting sustainable 
policies due to political pressures and rent 
seeking nature 


LevW aad Process at .Suatataabtlity 


(a) Some of the regions are at (be bottom of (a) 
the sustainability curve 

(b) Some on the upward sloping portion of 

theSC (b) 

. (c) A* the potential for dry land technology, 
and market environment is quite high in 
these regions: (here is a possibility 
of sustained growth 
(d) Appropriate policies ia terms rf 

technologies and institutions are needed 
is order to sustain the upward climb of the SC 
curve along with generating a w arene s s through 
formal education 

- -jtr — . ." ■ 
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These regions are located at all the 3 points, a. l> 
and c on the sustaiaahilHy curve. The downward 
tread has become conspicuous in the 19SQt 
The vital iBgredients for sustainability ia these 
regions are. guaeral i ng awareness through formal 
education fostered with policies bused on 
market vabiatioe of natural resources. Aggressor 
market-ooented policies can be jmnued willx* 
much adverse impact 
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Level of Development 


breaking away despite strict rules in terms 
of water rights and starte4 growing water 
intensive high value crops with the help of 
private wells - which arc now possible because 
of improved groundwater levels in the region 
and income levels ol' the farmers. 

Similarly, the environmental impact and 
sustainability question in the developed 
regions goes beyond attaining sustainable 
livelihoods. These regions are also facing 
severe environmental problems despite the 
fact that they have achieved higher and 
stabilised livelihoods. Also higher income 
levels arc positively associated with 
environmental degradation even in ptxw 
countries like India |Rao 1994). Therefore, 
the question arises whether the improved 
livelihood patterns are sustainable in the 
long run once people cross the SI. line'.’ This 
is a contradiction in the hrouder context ol 
inter-generational equity of the sustatnuhlc 
developmcnt paradigm. 

The status of various environments - 
physical, economic, social and policy - 
prevalent in the two broad regions, i e.fragile 
resource and well and owed regions, along 
with their level and process of sustainability 
is presented in the table. The mapr differences 
between these two regions, apart from 
resource endowments, include cultural 
values." dependence on natural eco-syslctn 
However, the environmental problems arc 
more conspicuous in the fragile resource 
regions due to the harsh climatic conditions 
coupled with lack of protective irrigation. 
Tlte rising population pressure has led to 
their increasing dependence on CPKs 
resulting in degraded lands, denuded forests 
and depicted groundwater tables. When the 
individual survi val mechanisms are stretched 
to their limits people in a community try to 
come together in their struggle for existence 
m order to rejuvenate the agro-eco system 
IDcxhpande and Reddy 1990|. One finds in 
fragile resource regions people's attitudes 
towards natural resources to he benign mainly 
arise out of their high dependency on them. 
For. lack of irrigation and farm technologies 
makes them more vulnerable with very less 
control on die agro-eco system, at least in 
the short run. However, once these regions, 
which have great potential for conservation 
oriented technology and harnessing local 


roaotiMe* judiciously (Rat* 1991), are 
equippedwithappropriatetae fanokogm sand 
gain control over year to year climatic 
variations with protective irrigation, it is 
unlikely that they would strive for long ran 
(inter-generatjonai) sustainability. Therefore, 
the vital link between livelihood paUemi and 
development on one hand and environment 
and sustainability on the other is the aware¬ 
ness and attitudes of die people. In fact these 
two conditions are necessary even for making 
Conways' solution for sustainable develop¬ 
ment a feasible one. However, these two fac¬ 
tors cannot be achieved easily and auto¬ 
matically should he fostered with other econo¬ 
mic (markets and prices) and institutional 
factors (agrarian structure, etc) in order to 
make the policies towards sustainable 
development effective. 

It appears, following the experience of 
well endowed regions and fragile resource 
regions, sustainability follows a cyclical 
pattern. There is a possibility of coexistence 
of two diftcrcnt situations, broadly, repre¬ 
sented by fragile and endowed regions, where 
some regions (fragile resources regions in 
India presently) arc on the rising portion (at 
point 'a') on the sustainability curve fSCj 
and others on (he plateau portion (point 'b' 
in the figure or on the downward sloping 
portion (point V ) of the ‘SC’. The ‘SC’ 
curve in the figure shows the relationship 
between level of development and level of 
sustainability. Sustainability of the system 
rises along with economic development (in 
terms of infrastructure, irrigation, etc) and 
then starts falling consequent to excessive 
extraction from (Ik natural system, For 
instance, excess use of fertiliser andpesticiJcs 
coupled with inefficient use of irrigation 
water is believed to have resulted in 
environmental degradation in some of tlte 
green revolution regions. This, in lum. has 
led to declining sustainability in terms of 
falling and unstable yields. On the other 
hand, the fragile resource regions, which are 
at the trough of the sustainability curve, are 
likely to move towards revival through state 
intervention (in terms of specific drought 
area and watershed programmes, etc). 
Besides, the extreme conditions in these re¬ 
gions also bring people together in their fight 
for survival apart from attracting NGOs. to 
rejuvenate the natural system and improve 
the status of sustainability. The next cycle 
will take off in a similar fashion irrespective 
of (he type of the region, i c. well endowed 
or fragile resources. The effort* towards 
Improving canal system* by *tatc and people 
in some of the canal commands where 
sustainability of canal irrigation i* being 
threatened, is in indicator in this direction. 

The figure also indicate* that agricultural 
sustainability move* cyclically between the 
houndmytinesof'b'ind'd' - 'b' represent* 
the high** level of agrn system's sustaina¬ 
bility while’d' rep resent * trie lowest level 
Keeping the other things ooostant (tn term* 


of intsrvcations f or en vironmant ai p rotection) 
the cyclical pattern takes place due to the 
(lopsided) policies of the state which are 
biased towards well endowed regions in the 
beginning and later shifting towards fragile 
resource region* (this is the case with Indian 
agriculture). However, the course of the cycle 
can be altered if appropriate intervention* are 
made either by state or NGOs (SC, in the 
figure). 

People are often myopic about their 
environment especially when they are above 
line of sustainable livelihoods. Their attitude 
towards environment is not veiy dissimilar 
to that of their behaviour during (uric* of 
inflation. However, awareness among the 
people with regard to environment may slow 
down this process to some extent. It is also 
important to recognise that the awareness 
generated through external forces like NGOs 
may not he sustainable and have limited 
influence given the gigantic nature of the 
problem. Therefore, there is a need for 
stressing the importance of formal literacy 
programmes and there are no short cuts for 
this. In this context, it may be quoted: "While 
non-formal education is helpful in creating 
the ambience for literacy, it is no substitute 
for formal elementary education. Tbe focus 
has to he on structural reorganisation and 
functional remodelling of the formal system 
of elementary education and linking it with 
developmcntprogrammcs’‘f Acharya 1994). 
Further, environmental aspects should be 
made an integral part of this formal education. 
In fact, it was noted that environmental 
concerns are not given due attention even at 
higher education level in India presently |for 
details see Vyas and Reddy 1993). 

In ordertohave effective impact the literacy 
programmes should be fostered with state 
policies with regard lomaricct as wcllasnan- 
market interventions, T he market 
interventions include pricing policies, policies 
on subsidies, etc. Unless pricing policies 
reflect the environmental concents, it is 
difficult to change people ’ s att itude towards 
environment. These policies can no longer 
wait, as wv continue to adopt environmentally 
costly growth pattern just because some of 
the costs cannot be quantified precisely at 
present [Nadkarai 1993). At tbe institutional 
level, the interventions arc equally important 
in removing the distortions in land, labour 
and capital markets. For. agrarian structure 
and factor nyuket distortion* are observed 
to he the root causes of unsustainable 
development JVyas 1991 and 1993a). 

IV 

EqrtabMty 

The equity issue* are often found 
conflicting with the development strategies 
and never been in bulk with the policies or 
technologies in India, he it gr e en revolution 
technologic* or new economic policies This 
is more so because of tbe existing sgranan 
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smicGxctb anted* twhaotogics. Tbefalhae 
of development strategies to take cate of 
equity issue* reflect the insularity of our 
development planning. In order to take care 
of the equity issues one has to tackle the 
distortions in agrarian structure first. The 
link between land, labour and capi Lai market 
distort!ons-on one hand and the equity issues 
imbedded in the concept of sustainable 
agriculture makes it unavoidable toattain the 
goals of sustainable development without 
collecting these distortions. This is tmeeven 
in the'case of low input sustainable 
agricultural technologies and watershed based 
technologies. For, the fairly long gestational 
periods (7-10 years) these technologies 
require puts the small and marginal fanners 
at a disadvantageous position as their capacity 
to wait is substantially lower when compared 
to large farmers. Therefore, given the present 
agrarian structure these technologies also 
require external interventions in order to 
achieve theequitability objective. However, 
little attention is paid to the issue of agrarian 
structure in the overall context of sustainable 
agricultural development (see Vyas 1991 
and 1993J. 'In the light of new economic 
policies it is apprehended that small farmers 
may become inviablc as the market-centred 
system may not be affective in addressing 
their needs. The state should provide safety 
nets for these sections in the initial stages 
of liberalisation process and try to integrate 
them with (be market in the long run [Vyas 
1993|. In this context it may be noted that 
market-oriented agricultural production 
systems are effective in utilising scientific 
research for enhancing economic perfor¬ 
mance and curb environmental dam age [ Par 
1992J. 

Even in the light of new economic policies 
small farm systems may prove economically 
viable and ecologically sustainable provided 
the existing distortions in the agrarian 
structure are removed. Unless production 
systems serve the needs of small farmers and 
land less they would not he sustainable even 
in the short ran. Moreover, the equity aspects 
perceived in this fashion (agrarian structure 
changes) would go a long way in addressing 
the broader issues of unemployment and 
poverty. Thus, the role of agrarian structure 
remains paramount in addressing the equity 
aspect* of sustainable development 

V 

Conclusions 

Though the paradigm of sustainable 
development is riddled with contradictions 
and conflicts at the conceptual ax welt as 
operational level the much propagated 
conflict between economic development and 
environmental concerns seems to be less 
import ant in the light of socio-eco logical 
attribute), like awareness and attitudes.These 
jjfejdhwctcfistics are more crucial in the context 
1 etfagricul tarsi sustainability in India which 
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it known foriixinter- and arira-ragfottalaatf 
- cultural variations. Lack of aoompre lwiw ive 
or integrated understanding 6f these aajiwcta 
both at the conceptual and operat iocud levels 
makes the question of agricultural 
sustainabilty ambiguous. 

This paper argues that the models of 
sustainable development (e g, agricultural) 
which focus on the people as their primary 
concern, should not stop at providing them 
with livelihoods alone. The problems of 
environment and sustainable agriculture 
are not limited to fragile resource regions 
or poor regions though the nature and 
degree of problems may vary between 
agriculturally developed and backward 
regions. U nless people’s awareness, attitudes 
and perceptions towards environment are 
changed, sustainable agricultural practices 
as conceived in the present form, appear to 
be a distant dream. 

The conservationist approach, which is 
being propagated presently, does not seem 
to appeal much at the operational level 
irrespective of the level of development. 
Similarly, focusing on the path of economic- 
development is not of much help in addres¬ 
sing the environmental concerns. Though 
this seems to he the case with the now 
industrialised world, the developmental path 
may not be sustainable (economically as well 
as environmentally due to the linkages) any 
longer even at tile present rale of natural 
resource depiction. 

The main factors that may be instrumental 
in changing the perceptions of the people 
towards environment and achieving the 
objectives of sustainable agricultural 
development are (a) literacy . (b) market 
forces, (c) technologies, and (d) institutional 
changes in terms of agrarian reforms. 
Achieving full literacy would go a long way 
in bringing awareness with regard to 
environment and other aspects which urc 
linked with it. Needless to say, conscious and 
concerted efforts should he made to 
incorporate environmental concents into 
formal education. This in turn helps in 
influencing the perceptions of political leaders 
and policy-makers. Unless initiatives come 
from within the system, environmental 
programmes promoted by donor agencies 
and some NGO groups may not be sustainable 
and remain superfluous. Therefore, human 
resource development should lake the centre 
stage in the development planning with 
concentration on primary education, health, 
etc. Integrating environmental concerns with 
market forces would help to bring in the 
required altitudinal change among the 
populace towards environment. Unless 
resources are valued/priced according to their 
real scarcity value, it would he unrealistic 
to think that individual rationality would go 
beyond households, let alone societies and 
nations. In this context, we need torc-cxamine 
our economic policies and follow relevant 
procedure* so that pricing policies take the 
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of natta^reaesocek (tectaMrdfest^ahtaling 
future coats and benefits more thoroughly, 
investment criteria incorporating the .toes 
due to the depletion of national capital, etc 
[Postal 1992). 

Another potential area that needs more 
concentration is the development of 
environment friendly and economically 
viable technologies. The available 
technologies at present teem to be missing 
On either productivity aspects (organic 
forming, etc), or equity aspects (bio¬ 
technology). While the former are 
unacceptable in the developing countries 
where meeting basic needs is on top of the 
agenda, the latcri* against the basic aspiration* 
of the sustainability concept itself. However, 
the later technologies can be altered and 
operationalised with the help of the required 
institutional changes. For. the inequities in 
the distribution of gains arc attributed mainly 
to the existing agrarian structure, imperfect 
labour and capital markets. Unless these 
distortions arc corrected equity cannot he 
addressed effectively under any circum¬ 
stances He it new technologies or strategics. 
Besides, the equity issues are directly related 
with people's awareness (education) which 
would bring the equity considerations into 
fore indcvelopment planning. Therefore, to 
recapitulate, human resource development 
should occupy the centre stage in the overall 
developmental planning in order to achieve 
the objectives of sustainable agricultural 
development. And this should be fostered by 
stale policies like integrating environmental 
concerns with markets, promoting efforts 
towards developing appropriate techno¬ 
logies which arc sustainable economically 
as well as environmentally and removing 
imperfections in the agrarian structure - i e. 
land, labour and capita) markets. 

Notes 

« 

I This is a revised version ot the paper pnsealed 
at seminar on Environment and Economics 
organised hy Centre for Science and Environ¬ 
ment. New Delhi. January 26-28. 1094. Thanks 
are due to VS Vyas,M VNadkarai. Iqbal Nanun. 
M S Rathore and TChiranjeevi for their valuaNc 
comment* on the earlier drafts of the paper. 
However, the usual disci aimers apply.) 

1 However, our discussions with the farmers is 
oae of the liigh pesticide-intensive regions of 
the country, Ouattirifotrict of Andhra Pradesh, 
revealed that the uncoMroHahiUty of pans 
ia recent year* is more due to the deefisiag 
quality of the pesticides rather than due to 
pests growing immune to pesticide* (which 
the farmer* rnhtclsnlly accept), 

2 Far, the environmental pro bl e m* of die humid 
mountain track* of India are equally strident 
which may be due to die high depe n dence 
of ttw loeal people on (be earn nd system (aee 
for details Jodha •( si 1992k 

3 Akoila is an aquatic foot that ha* an idtilHyol 
fixing taohmlar art rogre widt ^atbfoticMUi" , 
green aigit It is being uaad ** green mtautt 
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s radfc is t n M draa rt w> %»paddy Odd.. 
■Mtet'^MM'aky'Hyw, or with 
I phosphorous fortitiaef for P tkfi- 
ctont paddy tott. Hu ability to fix N it as high 
as some N fixing legumno;l-4 kg/ha/day aad 
banco N-fertiliaer oppMcn ti oa can be reduced 
yignificaatly. or wen ho zero [for details see 
Kikuchi 19931. 

4 Booed o« our discussions with the sacotists 
otthe experimental form on ‘Poddy Cultivation 
and Global Worming’ at the International Rice 
Research Institute. Loo Boom. Philippines, 
July 1993. 

5 These lechnoiogiee range from fully cnmputer- 
cootroUed drip and sprinkler irrigation sys¬ 
tems using salt water to growing horticultural 
crops with tittle or no soil support. Though 
these technologies ore limited to some fruit, 
vegetable and horticultural crops till recently, 
now other crops like cotton, wheat, etc. are 
also grown with these technologies. liven in 
Rajasthan in some regions wheat is grown with 
bntcldah water twith flood irrigation method) 
(bough at lower yield levels (about 1/2) 
compared to sweet water irrigation. Presently 
efforts are on to bring in some of ihe Israeli 
technologies to Rajasthan. 

A Cultural practices of the indigenous people 
also seem to have stronger inllucnce on the 
conservation of natural systems. For instance, 
in parts of arid and desert regions ol Rajasthan 
one sees plenty of trees in the areas pre¬ 
dominantly of Bishnoi community which is 
traditionally anaiure friendly community. This 
community forbids culling trees and eating 
non-vegetanan. In fact, they worslupihe kbejdi 
tree. Though fucwood is a major prublem in 
these areas one sees people picking dry stems 
in the open field. However, these cultural 
practices seem to he somewhat ineffective 
during extreme faminecundilions when people 
resort to cutting trees and selling the firewood 
in the nenr-by towns. 
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Prevention, they toy, is better than cure. And when H comes to industrial fires, 
pre vention is ci the mere import an t . Since there it hardy any cure m dw aftermath. 
Industrial fires cause major losses, even death. They could even wipe out the 
entire business, and destroy the livelihood of thousands of workers. 
Prevention is therefore the best remedy. 

Train your personnel in fire 
prevention and fire fighting. Keep 
them fit with regular drills and ( 
refres h er courses. And 
make fire safely a 
way of their life. 
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organisation promoting safety and loss control through education, 
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potential risks and suggest remedies. 
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Planning Kerala’s Irrigati 
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Technological Prejudice and Politics of Hope 


V Saathakiuaar 
R Rajagopalan 
S Ambirajan 


The political objective of achieving self-sufficiency in rice production in Kerala supported the planning of major 
irrigation projects in all the river basins of Kerala. The irrigation engineers who planned these projects showed a 
technological prejudice as they rarely sought alternative methods and scales of irrigation in each of these basins. This 
prejudice is of serious concern in a high rainfall area like Kerala, where the dam and canal-based system is 'naturally' 
costly ami where there is a possibility of meeting the relatively small requirement of additional water through less expensive 
means. The objective of achieving self-sufficiency in rice and the polity of having major irrigation projects in all the basins 
seem to he based on the negleti of the specific agro-climatological and agro-ecological features of humid-tropic Kerala 


I 

Introduction 


WATER and rainfall were considered ns 
divine blearing* in tbe traditional agrarian 
societies of south India. 1 Local mechanisms 
and institutions existed even during the Iasi 
millennium for controlling and harnessing 
water resources in these societies. Whether 
the need to control water and provide 
irrigation led to the emergence of political 
control in these societies is debatable/One 
, can say, however, that the control of water 
definitely became an important means of 
social control for these political structures. 1 
Even during the medieval period, much of 
the initiative and responsibility for 
developing and maintaining irrigation 
systemx rested with the local collective 
groups.* But British rule brought in 
considerable level of concentration in the 
decision-making and management of 
irrigation. The emergence of macro-level 
planning, the concern for economic returns 
for tbe state and the evolution of a techno- 
bureaucratic organisation for the 
development and management of irrigation 
projects were the essential features of the 
British period. The post-independentperiod 
witnessed massive investments and increased 
political patronage for irrigation projects, 
the accelerated growth of the technocratic 
organisation and the sharpening conflicts 
between the different groups for sharing 
water resources. Irrigation in Indiacontinuc* 
to exhibit the effects of all these historical 
processes. The conflicts between different 
interest groups, the view of irrigation as a 
mean* of obtaining political mileage, thiy 
decision* of the technologists influenced by 
their disciplinary biases, self-interests and 
organisational needs.etc, P°*c various poli¬ 
tical, technological and resource-use pro¬ 
blems in irrigation and water management. 
This paper is a study of the irrigation deve- 
aent in a high-rainfall region of south 
. Kendo, and attempt* to explore 
j questions: To what extent have 
Ifc* techno logy policies in irrigation been 



appropriate to the ecological (and climato¬ 
logical ) feature* of the region? What are the 
socio-political factors that lead to the selec¬ 
tion of a technological syxtem in irrigation? 

The extent to which the geography (and 
the climate) determines the direction of 
inigation development in a region is amaltcr 
debated hy the scholars.' However, no one 
denies tbe need to consider this factor in the 
decision-making on the nature and the 
method of irrigation. This is more crucial 
in high-nunfall areas than in semi-arid and 
arid regions. The widely acknowledged 
'unsatisfactory status' of major irrigation 
projects in Kerala necessitates an evaluation 
of the policies m the context of the specific 
'natural’ features of that region. This paper 
is an attempt in that direction. We have also 
tried to review the process of technological 
planning in irrigation and the political 
framework that supported major irrigation 
project* in this slate. The approach of the 
irrigation engineers is studied through the 
analysis of the proposed Vamanapuram 
irrigation project (VIP) currently being 
implemented in the district of Trivandrum. 

Three major sections follow this 
introduction. Section 11 consists of a brief 
description of the historical developments 
in irrigation in Kerala. This section also 
includes a summary of different studies on 
irrigation in the stale. The planning approach 
of the irrigation engineers as seen from the 
proposal of the Vamanapuram project is 
analysed in Section III. A discussion of this 
approach in tbe context of some of the 
climatological and ecological features of 
Kerala is given in Section IV. Some 
concluding remark* on the technological 
choice and the political frameworiefre made 
in (he last section. 


II 

Irrigutioa la Kerala 

Traditionally cultivation in Kerala depen¬ 
ded solety on the monsoon*. Fainter* had 
a detailed empirical knowledge of die 
meteorological events that influenced 


agriculture. Using this knowledge, they could 
predict (with reasonable accuracy) the com¬ 
mencement of the monsoon, the intensity of 
rain during different periods, the availability 
of sunlight, etc.* This helped the farmers 
considerably in making their cultivation 
practices and qther activities fit into the 
rhythm of the monsoon. 

The provision of supplementary irrigation 
during the dry spells within the monsoon 
periods was also practised in Kerala. This 
was done through the construction of 
temporary structures in the small streams by 
the individual farmers or by small groups. 
This rarely required either large-scale 
collective work or stute-intervention (unlike 
in the other parts of south India). 7 Thus the 
intervention of the stale in irrigation started 
only in the 20th century in the geographical 
areas which became parts of Kerala. 

The construction of dams and canals for 
providing irrigation started m Kerala only 
in this century. During tbe early decades of 
thiscentuiy Kerala was not thought torequire 
major irrigation projects because of the 
abundant rainfall. For example, Nagam Aiya. 
the author of the Travancore Stale Manual 
of 1906. observed that most of the lands in 
Kerala cannot he irrigated artificially’.*Hc 
continued, “Even where they can be 
(irrigated), such irrigation is rendered 
unnecessary hy tlie almost regular fall of 
rains throughout more than half the year". 
The assertkmof Namhoothiripad. the mantixt 
leader, as late as in 1952 that ' cultivation 
in Kerala in a normal year does not require 
artificial irrigation" also indicated this,’' 

One reason for a change in this attitude 
was the shortage of foodgrains faced by this 
region during the second world war with the 
fait of Burma and the consequent restrictions 
on the movement of rice. This region had 
been importing rice from the late 19th 
centuty.'* , niis ted mil only to the efforts to 
increase rice production hut also to die 
emergence of a slogan of achieving Self- 
sufficiency is foodgrains in Kerala. 

The pferiAdnpeiukftt governments of 
Kerala adopted various strategies for 
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The Trev sneers 
mi Cochin flwiwBte'ats allowed U»e 
cdUV«r»ioo of large sttetehe* of forest arena 
for the cuftivatkm of food crop* like paddy 
and tapioca." The engineers of the Madras 
government started (dinning a few medium 
and small irrigation projects in Paiakkad 
and nearby areas during the late 1940s.. In 
Travancore. the governmental organisation 
responsible for the maintenance of irrigation 
project* in Nanchilnadu (which later 
became part of Tamil Nadu) started plan¬ 
ning projects in other areas. Thus the 
construction of three major and medium 
projectscommenccd during the late 1940s. 11 
Before the formation of the first elected 
government in the state in 1957. work on 
10 major and medium projects had started." 

These strategies were useful in increasing 
agricultural production to some extent. The 
target of self-sufficiency however was based 
on some estimates of achievable levels of 
rice production in Kerala. A report on the 
'Water Resources of Kerala', prepared in 
1957 as "die first comprehensive attempt to 
formulate policies and projects for the 
development of Water resources in the 
stale”, 14 gave one such estimate. Based on 
the statistics of 1951. it was estimated that 
1.2 million acres of land could be converted 
into fields yielding an average of 2.5 crops 
of paddy per year through the construction 
of major irrigation projects. This was 
expected to produce 2.1 to 2.7 million tonnes 
of rice per year satisfying the needs of 13.6 
million of people (population ax per 1951 
Census) and of a modestly increased 
population in future.” The net atea of 
cultivation at that time was 1.325 million 
acre* and the report did not expect any ma jor 
increase in this figure. The increase in 
production was to be achieved mainly 
through the increase in cropping intensity. 
In essence, the realisation of the target of 
self-sufficiency hinged on the 
implements! ion of major irrigation projcctx 
covering 85 per cent of the land sustaining 
paddy cultivation. 

This approach of "self-sufficiency in 
foodgrains through irrigation’ received the 
support of the political leadership in Kerala 
All the elected governments allocated a 
considerable share of plan resources to the 
irrigation sector - about 15 per cent of the 
total expenditure in each of the Five Year 
Plans. Considering the fact that the crops 
other than paddy were considered for 
inigatkmonly during the 1980*. one can see 
that almost the whole invest mem was meant 
fur poddy. Out of the total investment in 
iirigatiou till 1990-91 (Rs 9.645.7 million). 
R» 7.916.1 million (82 per cent) wax spent 
for major and nsodium irrigation protect*.” 

The 10 projects started before 1957 (and 
commissioned by 1975) involved a total 
expenditure of only R* 235.4 miltion.” Seven 
of these were in Paiakkad district and one 


‘wps tpAe.south at Trivafidhttn-a region 
neighbourr*f Nanchilnadu and geo¬ 
graphically similar to it Thu*, these early 
projects were limited primarily to the semi- 
arid mg tons in Kerala (barring one diversion 
weir in Cbaiakkudy andad am-based lysietn 
in Trichur designed to support the summer 
cultivation of the koie lands). However, the 
objective of achieving self-sufficiency led 
to the planning and implementation of dams 
and canals in other regions very different 
from Nanchilnadu ami Paiakkad. None of 
these projects, started after 1957 have been 
commissioned folly until now. Eightof them, 
started by the early 1960s and costing together 

Rs 8.282.3 million, provided irrigation to 
only 60 per cent of the targeted area even 
by 1991-92.'* On anotherlOprojectsslarted 
after 1975 Rs 1.127.9 million have been 
spend yielding no benefit so far. Because 
of the delay in commissioning the projects, 
the actual cost increased several times that 
of tlie original estimate (the highest figure 
being 33 times!). 1 ’ The estimated cost of 
irrigation for the projects was also high, 
varying from Rs 30.000 to Rs 1,10.000 per 
hectare.® 

The inordinate delay in commissioning 
the projects, the escalation of project costs, 
the high cost of irrigation and the realisat ion 
of henefits far less than the estimated ones 
made even the planners and the administ¬ 
rators unhappy over the performance of the 
irrigation sector. All the economic surveys 
published by die Stale Planning Board after 
the late 1980s noted that the performance 
of the sector had not been encouraging. 1 ' If 
this showed (he unsatisfactory status of the 
functioning of the irrigation sector as per the 
government records, the status of the actual 
use of irrigat ion projects in Kerala, as shown 
by a few studies, was even more depressing. 

The first note of caution against ihc policy 
of stressing heavily on paddy through 
massive investments in dam-baxed major 
irrigation in Kerala came from the techno- 
economic survey conducted by the National 
Council for Applied Economic Research 
(NCAFR) in 1962. After considering the 

non-availability of "vast areas of cultivable 
land" that could he opened up by the 
construction of the project, the study observed 
"that a greater emphasis should he placed 
on minor rather than on major irrigation 
projects".- Moreover, the study advocated 
the cullivationofcommetcialerops in Kerala 
using the relative geographical advantages. 

Analysing the developments in irrigation 
in Kerala until 70s. George and Nair have 
noted that the “benefit of these projects 
(major irrigation) consists more in (he 
stability it has imparted hi crop yields than 
the increase in productivity"." They also 
showed dial thecontrihution of these projects 
bad been “mainly to help the stabilisation 
of crops through supplementing the exerting 
source of watsr". through the analysis of 


lahllrirue data, Narayaaa and Narayanan 
Nair have shown that die contribution of 
irrigation projects to the subHisation of crops 
was by and large limited to the autumn 
crop.* 4 The (improper) working of the 
organisation respotwiMefor the conservation 
and allocation of the water resources, 
improper planning and practices such 
inflating tbc size of the command area to 
attract financial resources from the central 
government were cited as possible reasons 
for not achieving the estimated benefit*. 
Through Ibc analysis of yield rate and the 
influence of irrigation. Kannan and 
Pushpangadsn also observed that irrigation 
in Kerala had not made any impact on the 
yield rate of paddy . a They found noevidenoe 
to suggest that irrigation had cither stabilised 
thecrops or increased the cropping intensity 
even in Paiakkad district where the public 
investment in irrigation had been the highest 
However some scholars have questioned the 
usability of macro-level cropping data for 
analysing (he impact of irrigation. 14 
Considering the similarity of observations 
of these studies and the absence of any study 
that showing a higher level impact one can 
derive the fallowing modest conclusion from 
these studies: Irrigation in KcraJaconlritmtod 
neither lo a significant increase in the yield 
rale nor to an increase in the cropping 
intensity: its limited contribution w»* towards 
the stabilisation of 'he ongoing cultivation 
and Ihe corresponding yield. 

The minor irrigation project* also could 
not yield the benefits to the estimated level. 

Tasi 11 : Basic Statistics or mt Vamanatumu 
Iukiatkm Pwvect 
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' In an evaluation study conducted by die 
? State Planning Board in 1975. it was seen 
*: that inflating the size of command area to 
■ meet the ’unrealistic' criterion adopted for 
{ sanctioning the scheme led to the non- 
' tchjevemcntof theestimated targets. 17 These 
projects were successful neither in bringing 
additional area under cultivation nor in 
increasing the cropping intensity. Incsscncc, 
the contribution of minor projects was also 
limited to the stabilisation of the ongoing 
cropping of paddy. 

However, the allocation for major 
irrigation projects continues to be high 
even today. The allocation for the Fifth Plan 
(1974-79) was 16,22 per cent of the total 
plan outlay. The total investment in this 
sector till the end of 1991-92 came to 
Rs 10.490.2 million. Out of this, the invest¬ 
ment during the last 10 years amounted to 
. Rs 7.600 million. 1 * The annual investment 
in this sector during the early 1990s was 
about Rs K50million.lt should he noted that 
this policy was followed in a geographical 
area where the importance of paddy 
cultivation had been tlccl ining considerably 
due to several reasons. The share of paddy 
cultivation in Kerala's agriculture declined 
ln»ra 38 per cent in 1952-53 to 31 per cent 
in 1975-74.^ A study which analysed the 
agricultural situation in Kerala during (he 
period between 1962-63 and 1985-86 found 
that both the area of cultivation and the total 
output of paddy declined after 1974-75 in 
spite of a marginal increase in productivity. w 
'Decline in profitability' was considered as 
the major reason for this situation. 

Considering the fact that both minor and 
major projects contributed only to the 
- stabilisation, ailemalivc mclhralx of irrigation 
need special consideration in Kerala. Thus 
the central issue in Kerala’s irrigation policy 
is not the level of impact of a particular type 
of technology hut the question whether the 
irrigation planners consider alternative 
technologies and different scales of opera- 
■ tioo before deciding on a project for a given 
river basin. 

It is thus necessary to study the techno¬ 
logical planning done by the irrigation 
department of Kerala. The methodology 
of planning, the explicit and implicit 
assumptions of the planners and the overall 
policy framework liuve to he understood if 
we want to explain the functioning of ma jor 
irrigation projects. We have taken up (he 
Vanuuiapunun project for a detailed study 
of the planning process. 


j Prepwed Vaatanapunim Irrigation 
% Project (VIP) 

S^Sjfhe idea of building a dam in Vamana- 
jMhP w ** an old one mentioned even in 
on the water resources of Kerala 
^;wfcidh. m mentioned calicr. prescribed the 


broad policies for the uttbaarion rif water in 
the state. However,the project in its present 
form was formulated in the early 1970s by 
the irrigation wing of the Public Works 
Department (PWD) and submitted for 
approval in 1973 to the Central Water 
Commission (CWC). In 1980 the CWC 
observed that the cost per ha of the gross 
irrigated area was high for the project when 
compared to other regions.*' In order to 
satisfy the CWC. the PW D resubmitted the 
proposal in 1980 aftermaking a fcwchanges 
in the cropping pattern to be adopted in the 
command area. Since the irrigation 
department of Kerala found “no scope for 
any substantial reduction in the cost of the 
scheme", it modified the cropping pattern 
to be adopted in the command area. 1 -’ The 
basic statistics of the proposal is given in 
Tahlc I and the details of the existing and 
proposed cropping patterns are given in 
Tabic 2. 

A casual reading of the proposals gives 
the impression that it consisted ont) die 
details of tire dam. canal system and an 
esti mate of the benefits that could he derived 
Irom the project, it was as if the engineers 
merely proposed one technological o[>tion 
and left the decision-making (regarding the 
necessity of the project, choice of the scale 
and technology) to the political and 
administrative machinery. However, a closer 
study of the proposal shows that it was not 
all that neutral and it ruled out other methods 
of irrigation and olheroptions for developing 
the region. Tlie original proposal started 
with the reaffirmation that every river basin 
should have a major irrigation project. "Tlie 
central part of the section which dealt with 
the 'necessity’ of the project had self- 
sufficiency as lire theme.“ Aficr staling the 
fact that the total production of rice would 
be just sufficient to meet 50 per cent of the 
total requirements, (he proposal concluded 
that (he increased production of rice with 
better irrigation facilities had become 
impend ivc." Stating that the main occupation 
of the majority of the population was bound 
to be agriculture for a long time to crane, 
it suggested the construction ol an irrigation 
project "to raise three crops in most parts 
of tlie command urea' and "to increase the 
employmentopportunitiesiif tlie agricultural 
labour at least IWo-fold”. 1 * 

These justifications have several problems. 
First of all. it isclcarthat the engineers were 
not ready to leave the decision-making to 
others widiout arguing their case..Secondly, 
the consideration of this proposal as a 
technological one raised an expectation of 
'rationality’ in the minds of the people and 
their representatives. However, one can see 
different levels of rationality in this 
document. At the elementary level, the 
proposal carried quantitative data of water 
resources, scientific calculations and the 
design formulations of a particular 




d» benefits of the choice were prajectedbn 
the basis of many un.ni bstandated positions. 
At the third level, the necessity of the project 
was grounded on an 'ideological' and 'value- 
based' attitude. However, these unsubstan¬ 
tiated positions and the value-honed attitude 
have heen covered by the ‘rationality’ of the 
elementary level. Such a cover-up did not 
allow a free debate of tlie non-scientific 
positions taken by the technological 
organisation. The political and the administ¬ 
rative set up also failed to separate the rational 
element from the other factors. 

‘Ctosnu Rationality’ 

The proposal contained the scientifically 
collected data on water resources that could 
lie made available through the construction 
of the dam. However, the data on the 
availability of the water resources at the 
proposed command area was neither 
collected nor estimated realistically.-” The 
fact Ihut the command area of the proposed 
project received 200 to 300 cm of rainfall 
made this omission u critical one. The data 
collection system which included tOrainfall 
stations and six stream gauges at the main 
river was not adequate for realistically 
measuring the locally available water in the 
micro-watersheds of the command ureu. It 
should be noted that only the main river was 
gauged and all the small streams reaching 
the river were left unmeasured. That meant 
(hut any developmental measure designed 
on the basis of this data would eventually 
become a river-based rate. The luck of data 
on the actual water availability u( die 
command area led to l w<> problems. First of 
all. arcalislic assess incut of the actual demand 
for wuter to be provided through irrigation 
was not available. Secondly, the planners 
could not think of methods of managing 
water available locally and at the small 
streams. Thus the possibility of meeting the 
requirement of irrigation with locally 
available water wasclosed without a proper 
examination. 

The cost estimates in the proposal lack the 
'scientific rigour' visible in the design data 
of tite dam and canal network. Tlie proposal 
did not have the details of tlie whole canal 
network. The exact location and the detailing 
of lf»e smaller canals were left undecided. 
There was only a nominal provision (an 
amount of Rs 4.75 million for an area of 
9,400hectares) for the construction of water 
courses to distribute the wuter to the fiields .* 
A field study of the topography of the 
proposed command area found that nearly 
32 per cent of the garden land*, which were 
also included for the provision of irrigation, 
were situated at levels higher than that of 
the canal system. 1 * The cost of pumping to 
irrigate these lands was neither estimated 
nor incorporated in theeo*(-benefitanalysis. 




i »cea that the 
'rationality 1 at ihaa-level of scientific 
deatgtu was a. ’ctenatP one in the sense that 
this exercise closed, without examination, 
many, technological options and led to the 
selection of a particular one. In other 
words, theoxercisehad the limited objective 
of supporting a particular technological 
option selected on the basis of some pre- 
judgments. 

UNsitntyrAwriATtu) Bimehts 

The benefits of the project as estimated 
in the original and revised proposals have 
been listed earlier. The figures of the existing 
cropping pattern given in liic revised proposal 
showed the inaccuracy of (lie assumption in 
the original proposal that the major part of 
the command area was sustaining paddy 
cultivation.'"' This inaccuracy was not 
incidental hut came out of the hasic approach 
of irrigation planning followed in Kerala 
until the late 1970s. Hirst, the approach was 
not concerned with the real status of the 
land-use pattern since its sole ohjccii ve was 
to convert the major part (if not the whole) 
of tltc command area into treble-cropped 
paddy fields. Thus the planners were 
unconcerned with the wclland/dryland 
classification. (A reference to any geo¬ 
graphical record would have shown that 
paddy was cultivated mainly lit the wetland 
whereas the dryland (or I he garden land) was 
used for growing trees and other crops.) 
Motivated by the -urge to attain self 
sufficiency ill rice production, the irrigation 
planners envisaged the conversion ot the 
whole command a tv a into paddy fields 
irrespective of its topographical position.- 
natural moisture and prevailing crop cover. 
They appear to have been unconcerned with 
the profits generated l>> different crops m 
(i-vi.r paddy or with the cost ol irrigating 
paddy vix-a-vix other crops. 

However, the CWC’s suggestion that the 
proposal be revised to increase the' benefit- 

cost rutin forced the planners to rethink their 
cropping strategy. The criticism that the 
irrigation planners neglected the olhercrops 
and llie overall shift in the land-use patient 
in Kerala towards non-paddy crops also 
motivated them to include these ti i»ps under 
irrigation. This time the technical committee 
constituted by the irrigation department 
collected the latest land-use pattern ot the 
command area.' 1 In the cropping pattern 
conceived by this committee, there was a 
considerable de-emphasis on paddy 
cultivation. 

A study of the new cropping pattern would 
show that the bask aim of the revision was 
to heve a patient that could generate more 
profits through the consumption of the water 
to be provided by the project. Phrase* such 
as “since water i* available" were frequently 


of water-hungry crop* la the place of ctops 
needing; less water " 

If (he need to achieve self-sufficiency is 
taken away, then the hasic objective of 
adopting any cropping pattern would be to 
maximise the economierctum. In that case, 
different cropping patterns would have to 
be conceived with their respective costs 
(including cost of irrigation) and benefits. 
In (lie absence of any non-economk bias 
in favour of a particular crop, the cropping 
pattern which would yield the maximum 
economic return should have been 
considered. 

In the process of revision, such an 
optimisation of the cropping patterns was 
not attempted. The crops requiring less 
water and possibly yielding profits equivalent 
to others were either excluded or given low 
priority in terms of area. A partiality for food 
crops did not influence this selection. 
Inclusion of pepper and banana and the 
neglect of tapioca and ruhher showed tli.it 
(he only criterion for inclusion was the 
consumption of more wa'cr (Table 2). (A 
field study of the proposed command area 
conducted in 1992 showed that tile urea 
under ruhher was rapidly increasing. This 
seemed to be the optimisation strategy 
adopted bv the farmers.*') 


Thus the cropping pattern suggested lot 

the project turned out to bcamere justification 
fix’ the construction of the project. The 
construction of the project, justified earlier 
fix increasing paddy production, was later 
sltown beneficial through the adoption of a 
water-hungry cropping pattern with less 
emphasis on paddy. The earlier estimate was 
based on a dream or the 'political goal' of 
self-sufficiency for which the details of the 
field realities were ofliltic significance. The 
revised proposal dictated a particular 
ernppi ng pattern, devoid of any nationalistk 
objectives fix the construction of the dam 
and canals. In both the situations, there was 
no rational framework fix talcing decision* 
other than the one influenced by the need 
to construct the project. 

SnoAV Cuatino: The Theme 
is- Sh>-Sih*-ie>m-v 

If the elementary calculations of the 
proposal were based on a 'closed rationality' 
(without exploring all the possibilities for 
providing irrigation» and if the projected 
benefits were based on unsubstantiated 
claims, (hen the' outer tovcr’of the proposal. . 
was made on the Ihcmc of ‘self-sufficiency’. 
Though one should not seek any rationality ’ 
in such value-based premises, the use of 


Tabi 1 2: <’koii-nw. I'ati has 


A Onginal Proposal 
filial area 

Cropping pallem alter imgulion 


B Revised Proposal 
Tout) area 


8(KXI ha 

■4000 ha treble crop padd> 
2400 ha double emp paddy 
IftOO ha double crop paddy 


6978 let gardes land 
2M0 ha wet land 



Existing Pattern (hat 
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(iarden laud 
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such a thvtne for the justification of « 
r technological proposal warranted carchil 
, examination. At tbc lime when this proposal 
wax originally formulated (in the early 
1 1970*}. the excess of demand over the 
production of paddy wax beyond the 
estimate* of the water resource* report which 
linked the theme of self-sufficiency to major 
irrigation project*. In spite of tliix. the 
proposal used the aelf-sufficncy argument 
aa justification. 

The original proposal envisaged the 
conversion of the whole command area into 
paddy fields, unmindful of the fact (as 
revealed in 19X0) that only 2.333 ha out of 
9,518 ha was sustaining paddy (Table 2). 
The economic and social viability of such 
a Conversion was not considered in. the 
proposal. The fact that the cultivation of 
oops other than paddy was more profitable 
(as shown by the calculations of returns in 
the revised propoxal) was either neglected 
or considered unimportant. The economic 
studies of the Kerali Agricultural University 
conducted even in Palakkad district which 
has the maximum number of irrigation 
projects, advocated the “replacement of 
aecood crop of paddy also by other better 
paying and water-use efficient crops”. 4 *The 
experience of the implemented projects 
which failed to induce the conversion of 
dryland into paddy fields was also 
overlooked. Moreover the proposal did not 
attempt to analyse the impact of ignoring the 
.comparative advantages of the region in 
toms of growing other crops. 

Thus the premise that Kerala should 
achieve self-sufficiency m rice production 
was a value-based standpoint. This position 
would have been harmless if separated 
completely from the technological package 
and debated widely. Butthis standpoint was 
used to give credibility to tbc technological 
proposal of the irrigation project. The other 
elements of the proposal would mil have 
been considered rational if they had not been 
need ax means of achieving self-sufficiency. 
In essence the need of ihc irrigation project 
Itself was grounded on the objective of 
achieving self-sufficiency in rice production. 

. However, the revision to a different 
cropping pattern for increasing the henefit- 
cost ratio of the proposal (to meet the 
requirements of CWC) showed that the 
inrigalioa department itself did not attach 
much importance to the self-sufficiency 
objective except for the purpose of 
'testification. When the need to justify the 
inject was over, the department was quick 
lo abandon the slogan. When confronted 
with the question of profitability, the answer 
.was sought in a non-paddy cropping pattern 
Jntiicb could generate more profit. Thus the 
m* -based standpoints were proven to be 
eg attachments to strengthen the case of 
Kilogical positions which would 
l questioned otherwise. 
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Tbe proMaana dktetNued btev dMnor 
pertain, to the VamanputnBi project atone." 
Because of the revision, thift p r oj e ct wga 
a somewhat refined one in terms of the 
calculation of the benefits. The nveresti- 
mation seen in the original Vamanptnam 
proposal was the standard pattern seen in 
all the other projects under implementation. 
A perusal of a number of these projects 
shows the similarity of approach. Except the 
use of different data, the algorithm of 
planning used in these pro-poxals is quite 
simitar and goes as follows: 

- suggesting the site of the dam: 

- calculating the possible storage: 

- designing a dam and other beadworka; 

- proposing a canal network on tbc basis 
of topography: 

- designing canals and related structures; 

- calculating the cost of dams anti canals: 

- assuming the conversion of the total 
command area into treble-crop paddy 
fields: 

- calculating the water requirement nearly 
neglecting the locally available water: 

- calculating the benefits on the basis of the 
earlier assumption: 

- projecting a cost-benefit ratio. 

Thus the selection of the project, the 
method of irrigation, technology, etc. were 
based on some pre-judgments. The 
highlighting of aparticularoption as the best 
one was completely based on a polemical 
exercise. 

From the experience of the implemented 
projects, it alsobccameciearthal the objective 
of achieving self-sufficiency through the 
implementation of major irrigation protects 
in all theriverbasins was formulated ignoring 
the specific agro-climalological and agro- 
ccological features of humid-tropic Kerala. 

IV 

Agro-Climatology and 
Agro-Ecology of Kerala 

The following specific topographical, 
climatological and ecological factors of 
Kerala need special attention: 

(1) The paddy cultivation in Kerala is 
limited to those areas which are naturally 
suitable for (hat purpose. These areas are: 
the narrow valleys in the midland and the 
highlands: the wider valley portions situated 
near the coast: water-logged areas of the 
backwater and coastal regions and the larger 
stretches of land in the semi-arid Palakkad 
district. Except in Palakkad. the conversion 
of dry land (or tbc garden land) for pdtidy 
cultivation is naturally and economically 
infeasible. This ixnalur ally infeasible because 
of factor* such as the soil type (more 
pervious). slope, etc. It is also economically 
infeasible because of the fact that the 
opportunity cost of conversion is very high. 
These dry loads are not unused patches of 
lands as in other parts of India. Instead these 



cm grtideei a.'variety-«fi . 

Because of htgk rainfidl thews heidscan aiao 
support a variety of trees and plants which 
are more profitable tbaopeddy. That I* why 
the implemented projects could not increase 
the net area under paddy cultivation. 

(2) Except in a few zones like Palakkad. 
paddy cultivation is done in areas having 
annua) rainfall ranging from 200 to 300cm. 
Table 3 shows the water situation in a 
representative small watershed in midland 
Kerala. (Though this watershed is not under 
the proposed command area of VIP, it has 
been included in another proposed project.) 
During the first crop period, (between May 
and August) direct rainfall alone is sufficient 
to meet the crop-water requirement. In fact 
the main problem during this period is the 
excess water and the absence of proper 
drainage. Apart from the direct rainfall, the 
paddy fields, by virtue of their position in 
the valleys, receive a considerable part of 
Ihc rain falling over the surrounding (high 
altitude) garden lands. In general, garden 
lands account for about two-thirds of the 
total area and the valley comes to one-third. 
For example, in the command area of the 
Vamanapuram project, 6.978 ha of garden 
land surrounds 2.450 ha of the paddy fields. 
Water from the dryland reaches the paddy 
fields as surfucc as well as sub-surface 
drainage, which means that the contribution 
from the surrounding land docs not slop 
immediately after the withdrawal of the 
monsoon. The direct rainfall as well as the 
drainage from the surrounding area keep the 
field sufficiently wet for most of the days 
during the first and second crops. Though 
there are variations from place to place, the 
actual number of days requiring 
supplementary water is very small for the 
majority of the fields. Even if the paddy 
fields bccomcdry, the stream draining runoff 
from the nearby land would have water for 
some more days (until the middle of 
December) which can be used for cultivation 
through small diverting structures. (Table 3 
shows runoff during December as '000’. 
This was because of the blocking of the 
stream at several points by the farmers to 
provide supplementary irrigation.**) Thus 
the actual numberoi days requiring irrigation 
from an external source is further reduced. 
This intum reduces the real additional benefit 
that can be provided by an irrigation project. 

The field level studies on water 
management conducted by the Kerala 
AgricuituralUniverxityalftoxhowedthe fact 
that the actual requirement of xurphix 
irrigation in Kerala was much less then the 
previous estimates. A study conducted in a 
farmer's field in Palakkad district concluded 
that the provision of irrigation water can be 
delayed up to five day* after the 
disappearance of the ponded water.** This 
according to the study lead* to the saving 
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... compared to dip 

mtowyo W a* envisaged in»be 
irrigstkm project*. Is another study 
coadacted tithe Regional Research Station 
at Pattambi for » period of four years from 
J982, showed that the yield rate* of paddy 
were on par in field* with continuou* 
submergence, with irrigation two u> three 
day* after di(appearance of ponded water 
and with irrigation once in six day*. 47 This 
showed that the irrigation requirement is 
much less than fifty per cent of the estimate 
made on the assumption of the need for 
continuous submergence. The relatively 
shallow level of the ground water table and 
the consequent higher level of natural 
moisture in the soil arc considered as the 
factor* leading this situation. 

The studies conducted at the Agronomy 
Research Station in Chalakkudy during the 
1980* also "revealed that the irrigation for 
second crop can be withheld even up to five 
day* after the disappearance of the ponded 
water with only slight reduction in yield but 
considerable saving of irrigation water"." 
Thi* study showed that the water requirement 
is 83 cm less than the estimated one for 
continuous submergence. (However lire 
continuous submergence was used as a means 
of controlling weeds. In this case, one lias 
to consider the cost of continuous 
submergence through irrigation vir-sr-m 
other means of weed control 1 Tins study 
also concluded that llic moderate rainfall 
during second crop and the shallow ground 
water table conditions resulted in-reduced 
requirement of irrigation. Continuous 
submergence was proved unnecessary in ilie 
earlier studies also. 4 '* In another study 
conducted at Chalakkudy it was found that 
the yield rale would not be reduced 
significantly even if only 25 percent of the 
water required for continuous submergence 
was used.** Thus the actual requirement »f 
irrigation water for stabilising the second 
crop is much less than the estimates ol the 
irrigation projects. 

In the original proposal of the 
Vamanapuram project, the planners hail the 
problem of showing the use of large supplies 
of water that would be provided by the 
irrigation project. That is why they nearly 
neglected the locally available water and 
showed the necessity of 'importing' water. 
However in the revised proposal, the 
engineer* *howcd a more realistic 
understanding on the hydrology of the 
command amt and conceded theavailability 
water a* direct rainfall and drainage to the 
paddy Held*.* 1 These local resources have 
been included u> some extent in the 
calculation of the water requirement I n thi* 
ca*c, they have conceived a water-hungry 
cropping patient which could consume both 
the local and the imported water. Thus the 
assessment of the local level hydrology b«* 


pattern for thus* area*. 

(3) Summer cultivation of paddy in those 
places where natural moisture is insufficient 
requires very large amounts of additional 
water to meet the high evapo-lransptrs- 
tion requirements and to sustain itself in the 
high temperatures of these months. From 
Table 3. it can be seen that the maximum 
temperature and the evaporation 
requirements from December to May are 
significantly high and the rainfall during 
these months extremely meagre. While 
looking at the other tropical slates in India, 
one can see that irrigated agriculture is 
practiscdduringthenofl-reiny. non-summer 
months. Irrigated paddy cultivation during 
summer months in tmpicalclimate seems an 
infeasible option. For Kerala, themm-rainy, 
non-summer period U extremely short. The 
e vapt nation from the reservoir are] the canals, 
tire seepage from the canals, high cvapiv- 
transpiration at the field, etc. make the 
summer cultivation (based mainly on 
irrigation) in Kerala a non-realistble dream 
That is why. even in those districts having 
completed irrigation projects, summer 
cultivation of paddy is still limited to those 
areas where natural moisture level is high. 
Only those areas such as some portions of 
the narrow valleys where the residual 
moisture is high (in Vamanapuram project, 
such area comes to 2K6 ha)' : and the water¬ 
logged areas near the coastal and hack water 
region can sustain paddy cultivation during 
summer in Kerala. 

t4) If irrigation planners move away Irom 
their previous stand of aiming at sell- 
sufficicncy in rice production anil attempt 
to provide irrigation to otltcrciops also, then 
they should consider the agro-ecological 
situation of Kerala which sustains a wide 
variety of crops having different level* of 
demand for additional water. Since many 
profitable crops needing less water can he 
grown in tire region, the attempt to establish 
a irrigation dependent cropping pattern 


vdthontaMsysrint slteraalive* may have 
social, economical and environmental 
implications on a long-term bests. The ease 
study ofVamaapunun project sbnwx that the 
irrigation department followed this path 
merely for the sake of constructing an 
irrigation project. 

We do not argue that irrigation projects 
are not at all necessary for Kerala. However, 
considering the marginal requirement of 
additional water, considerable amount 
loeally-available water, the possibility of 
growing other profitable crops in drylands 
sod dry seasons and the limited impact of 
the implemented projects, it can be said that 
seeking alternative, less expensive methods 
of providing supplementary irrigation is very 
important. 

By and large technologist* neglected these 
facts and pursued more or less a singular 
path in planning irrigation projects. The fact 
that neither the technologists nor the policy 
makers gave due consideration to (he specific 
features of Kerala necessitates further dis¬ 
cussion of the functioning of these groups 


Technological Prejudice 
sad Polltks of Hope 

Why did the planners and the politicians 
adopt and continue a technological policy 
which was clearly inappropriate to the 
specific ecological characteristics of the 
region? ThtsqucslKm take* us to the implicit - 
assumptions that both the technological and 
the political leadership have on science, 
technology and ecology, lnanothcrway.the 
question also brings out the muuuliy- 
dependent relations between the techaocral* - 
and the political leadership, which ckarty 
serve their sclf-inleresu. 

At die outset, the belief that science and ' 
icchiiology arco mipotenl loolsformaWng , 
beneficial change* tonaturc have prevailed 
in the minds of policy-maker*, lechnnlog isu 

and even people at large. The wools of 
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Month 

Rain fall 

in cm 

Rum4T 

in cm 

PiScetial 
Kvspn-Tn 
ta era 

Change** 
OnunlwM 
Stonge ta tab 

January 

0 

0.54 

16.09 

-1.65 

February 

0 

0.00 

16.50 

-U1 

Much 

0 

0.00 

11.89 

-1.15 

Apnl 

9.67 

0.00 

17.12 

-104 

May 

7.14 

0,00 

16.09 

-O.W 

luce 

6914 

1*59 

10.17 

+7.42 

July 

80.01 

51.94 

10.91 

+1.81 

August 

45.37 

3624 

11.93 

-143 

September 

14.79 

14.92 

1142 

-141 

October 

US* 

9.20 

902 

-0j0* 

Srvenrier 

I7J* 

6,58 

12.96 

-tU2 

December 

0.00 

0.00 

19.93 

-O.I9 


Smret: Project Report of the Micro-Watershed Manageawar: Project *»the lategnsed 
Trihaotagy Ccaire. Pabkfcad. 
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^ V.R Krishna Iyer. wbowroktite foreword 
,[ lathe Water fcxamres Rtport ax the then 
■'"' irrigation minister summarised thU belief: 

, ' "*fn a Superxlitioux age. mighty force* of 
>V/' nature were defied und offered prayers. In 
" an age of Science the powers of nature ore 
f.’i impfisoned for the service of man"." As 
philosophers have observed, this belief on 
- 'rational science' was seldom based on 
rational grounds." 

’ • * The political leadership in Kerala, which 
consisted of people from u wide spectrum 
. , of ideological positions from Nehnivian 
socialism to different varieties of Marxism - 
Leninism, had a common altitude to S und 
T and encouraged similar developmental 
projects. As noted by scholars, their 
J difference in perception was mainly on the 
*' pattern of sharing the benefits of 
. development." It was not incidental that, in 
the debates on ecology and development, 
the major political parties in Kerala have 
'■ taken the identical position considering all 
the efforts of environmental protection a* 

1 obstructions on the path of development. v 
~ The aim of achieving self-sufficiency in 
a region also pointed to an ideological 
' position in terms of development. Here the 
/ theme of self-sufficiency has been extended 
' to the level of individual states within the 
nation. This idea of self-reliance visible in 
' tike agricultural policy of Kerala needs a 
' . little more elaboration. Atone level. Ihc pro- 
ponenlsof self-sufficiency have overlooked 
i , the characteristics of the traditional 
agricultural system of Kerala. For example. 
;/ rice alone was not the staple food even in 
traditional Kerala. Instead, many tubers and 
' r ■■ frait* were used as the semi-staple food. The 
fpolicy of self-reliance did not sh<»w much 
' : , interest in building on the naturally adopted 
food-production system in Kerala. Thus die 
policy proposed to achieve self-reliance 
i through the neglect of internal systems (and 
through the use of imported systems and 
,.'y technological paradigms!). The economic 
criticism that a policy of self-reliance might 
■ lead to the neglect (and the eventual 
: ; destruction) of the comparative advantages 
i. : of the region is also valid in this context. 
‘■,1 Another assumption is that of the universal 
fi'i validity of science and technology. This 
; assumption led to the use of similar 
Mi technologies in all the regions irrespective 
..tnf their social, economic and ecological 
features. Tbc assumption isconsidcred valid 
■?' even for technologies like agriculture which 
‘depend heavily on geographical features. 

; IMi led Id a 'blind import’ of technology 
' C from western developed countries to the 
third world and from some regions of the 
I*, developing country to others. Thus the 
%«mc irrigation technology that was 
Successful in other parts of India, was 
‘■tektied also in Kerala. The difference in 
and ecology of Kerala was either 
^MgMpkod or considered insignificant. 







dteseif-lmenstsoftiwdiffot^tnoapK^ 
played an important tote. The engineers did 
not seek all the possible solutions for solving 
the water problem and they used their 
scientific-expertise only forthedesignofone 
particular type of technological project They 
showed a technological prejudice that the 
best method of providing irrigation was to 
have dams and canals irrespective of the 
region’s social, economic and ecological 
^rculitics. Such a prejudice could he seen in 
their knowledge system also us shown hy 
u study of the irrigation research conducted 
in independent India." The emergence of 
civil engineers as Ihc sole technologists and 
managers of the state-sponsored irrigation 
systems inthe 19thcentury because of some 
historical reasons, has continued to make its 
impact on irrigation development and 
management.'* Their technological prejudice 
is manifested inthe neglect of the traditional 
systems of irrigation ami their management 
mechanisms. The same disciplinary bias 
could he seen in the neglect of geography 
and ecology in the planning of irrigation 
projects in Kerala. 

As noted hy the engineers themselves, 
thcirtcndency was to neglect all other ihings 
except the construction of structures."Those 
who work in hydrological data collection or 
design offices considered themselves as 
‘unlucky’ tv as undergoing punishment. The 
corrupt practices, all-pervasive in the 
construction of public works, have also 
influenced the choice of the projects for 
litigation. Similarly the 'growth needs’ of 
the irrig a lion department necessitated more 
projects, that toomajor projects which could 
provide a number of jobs at different levels. 
Thus when the department completed one 
major project there would be ’seven: 
pressure’ to start another major project to 
engage the team of officials.Thus the 
continuous growthof Ihc department during 
the last decades forced it to look for more 
projects. The growth of the technological 
organisation, the increase in the investment 
in irrigation seemed to follow the 
’concentration process’ of the public 
expenditure observed by Peacock and 
Wiseman.* 1 < htec investment starts in a sector, 
then the level of the investment never 
decreases. More< ivercertain exigencies cause 
investment decisions (which are tuned more 
to tbc needs of the respective organisation). 
Thus if agricultural development stagnates, 
then the strategy would be to appoint 
agricultural officers in all the villages."Once 
this higher investment is made. Ihen it would 
be almost impossible to bring it down and 
a ’natural’ growth in investment is allowed. 

The political leadership also was ’not-so- 
innoccnt’ in using technology for furthering 
their interests. At the stale level, the poirtiegi 
leadership did not completely abandon the 
slog an of self-sufficiency inrice production. 
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would eventually lewd to the achievement 
of this target was used for keeping up the 
hope of self-sufficiency during the last three 
decades, while neglecting tbc signals of non- 
tenability of such a policy. The proposals 
of the technological departments could easily 
attract the uncritical support of the political 
■ machinery (if these were packed in the 
attractive cover of slogans and promises). 
The political leadership rarely attempted to 
develop a critical appraisal of the 
technological projects. 

The elected representatives of the 
Vamanapuram project area, regardless of 
their party affiliations, demanded the 
immediate implementation of the project." 
However they showed little concern for the 
economic viability of the project and 
considered the isxuc of alternatives as a 
matter to be decided hy the engineers and 
officials. However there was an implicit 
preference for a larger project, bigger 
structures und higher investment. Each 
representative showed an urge to uttach his 
name to the project and wanted at least the 
commencement of the project during his 
tenure. (As noted by Bates, these politicians 
encouraged the people to fight over the 
’material spoils of politics’ such as the level 
of government expenditure, thequuntity and 
the location of the public projects.)" Since 
the cost of the project would he borne entirely 
by the government, the poo pie and their 
representatives showed little concern for the 
cost of (he project and demanded its 
construction at any cost. (The price of 
irrigation wutcr collected from the bene¬ 
ficiaries in similar completed projects was 
so meagre that the returns on that account 
was not sufficient even for covering the 
maintenance charges.) Since the benefi¬ 
ciaries would derive benefits from 
insignificant costs, there was no motivation 
for demanding an alternative project which 
might be equally beneficial at less cost. 

The issues discussed here, such as the non- 
criticnl acceptance of the notion of universal 
validity of the technological systems, the 
technological decision-making influenced 
by the disciplinary bias, self-interests and 
the organisational needs, lack of concern for 
the opportunity cost of the resources and the 
political environment that encourages tbc 
seeking of ’catchy slogans’ without a real 
concern for the short-term and long-term 
viability of the policies are relevantin many 
other sectors of policy-making in developing 
countries. 

Innaamv <*> Sew#* as a Souks or farm 

The study on Kerala’s irrigation shows 
that science (and technology) serves os a 
source of power for both scientists and the 
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' v JNabticsal tondnrehip. Tbe belief structure 
MiOciated Witt modern science end 
technology rxmvincra the acientixts,planners 
and politiciani that what they are doing is 
right The ideology aboeonvincm the people 
that what is done for them is right. This twin 
process of convincing strengthens the 
privilege*'and power enjoyed by the scientist* 
as well as the political leadership. Thus 
science can also be -added to the long list 
of ideological discourses which legitimise 
thepower structure existing within societies. 

Since the British days, public work* 
department* have expanded on the basis of 
a self-serving ideology. These departments 
were in constant conflict with the 
administrators of the colonial rule because 
the department always believed in spending 
resources supposedly for the benefit of 
masses while the administrators were 
concerned about the return on the 
investments. The rigid belief in balanced 
budgets and a reluctance to impose heavy 
direct taxes for fear pf political consequences 
made the members of the civil service take 
a very critical look at all expenditure 
proposals except of course on police and (he 
military. However the co&lit ion between the 
political set-up and (he technocratic systems 
which has emerged during tbe post- 
independent period, functions in a manner 
in which both the partners could pursue the ir 
interests without any conflicts. The public 
perception of the abilities and potentialities 
of modem science and technology, which 
is periodically strengthened by the 
pronouncements of the scientific and political 
leaders, helps this coalition. Thus one can 
see clearly how powerful interests use 
rhetoric of a certain kind to perpetuate 
themselves under the cover of tlic alleged 
‘neutrality' of scjence of technology 

Notes 

1 The ancient literary works in Tamil gave 
much importance to water, rains and clouds. 
Thiruvalluvar devoted one of the four 
invocatory chapters to praise rains. 
According to him. water "is the etixir of 
life". Silappadiluiram starts with a song of 
benediction ia which rainheving clouds are 
given prime place. See, A inhuman,S (1992), 
'Economic Wisdom in Ancient Tamil 
Society' in Lowry, S T (ed). Perspectives 
an the History oj Economic Thought. Vot 
VII, Edward Elgar. Aldershot. England. 

2 A discussioa.uf the debate can he seen in 
Boyce. ) K (19*111. Technological and 
Institutional Alternatives in Asian Rice 
Irrigation. Economic and Political Weekly. 
Vol XXIU. No 13. pp A-15-A-I7. 

3 Historical changes in tbe management 
aid development of irrigation in South 
India are covered in Ludden, David 
(1979), ‘Patronage and Irrigation in 
Tamil Nadu: A Long-Term View'. Indian 
Economic and Social History Review, 
Vol 16, No 3, pp 347-65. 


'4 Tbs diacuaaioa on local mechanism* for 
managing water ia givaa ia Seagttpu. 

Ninnal (1985), ‘Irrigation: Traditional vs 
Modem', Economic and Political Weekly, 
Vol XX, Nos 45-47, pp 1931-34. 

5 See. Boyce, J K (19*1), op-cit, p A-12 

6 OnecancitemsoyprtwertwIikeTTu'riniuriya 
madia peyyum Thinvathira Njattuvela 
which signifies both the intensity and the 
timing of rain. 

7 For a discussion of the traditional 
mechanisms of managing aad developing 
irrigation in other parts of South India see, 
Sengupta, Nirmal. op cit. The slate 
iatervention in South Indian irrigation is 
discussed in Ludden, David (1979), op at. 

* Nagsm Aiya. V (1906). Travancore State 
Manual, Vol HI, Travancore Government 
Press, Trivandrum, p 7. 

9 Nambouthiripad, E M S (1952), The 
National Question of Kerala. People's 
Publishing House. New Delhi, referred in 
Vargheese, T C (1970). Agrarian Changes 
and Economic Consequences, Allied 
Publishers. New Delhi, p vii. 

10 This shortage led to the ‘Grow More 
Campaign' during the eariy 40s and the 
governments resorted to different means of 
increasing food product km. See Government 
of Cochin (1944), Administrative Report of 
the Agricultural Department (1942-43), 
Government Press. KmaJculam. p 3. 

11 Ibid: alsoseeGovetnmenl of Cochin (1945), 
Administrative Report of the Agricultural 
Department (1943-44).: Government Pres.-. 
Ernakulam. p 2. 

1 2 The three projects which started in late 40s 
are: Chalakkudy (1949). Peechi (1947), 
Mal&mpuzhu (1949). 

13 The other projects which started before 
1957 are the following: Neyyar(1951), 
Pochundy (1957).Gayathry (1956). Walayar 
(1953). Vazhani (1951). Mangalam (19 51). 
Cheerakuzhy (1957) 

14 Government of Kerala (195*), Water 
Resources ot Kerala. Trivandrum: Public 
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" Gender and Legal Rights in Agricultural 

Land in India 

Biaa Agarwal 

Although the Constitution promises no discrimination on the basis of sex as a fundamental right, most inheritance and 
ceiling provisions relating to one of tlte most important economic resources in the country continue to he highly gender 
discriminator)'; and the Ninth Schedule lends itself to their petjtelualion. Surprisingly, these aspects, which impinge directly 
and crucially on women's legal aiul economic status, have received little attention so farfrom either researchers or at:livisis. 
This paper attempts to Jill some of this gap. 

Section l oj the paper briefly outlines the process of fomudation of Hindu inheritance laws todav anti their broad features. 
Section II identifies the major gentler inequalities which renutin, focusing especially on Hindu women's right in agricultural 
land. It also highlights the gentler discriminatory aspects of ceiling laws. Section III outlines the laws governing Christians 
and Parsis. including recent changes resulting Jrom Christian women in Kerala challenging gender inetputliiiex in their 
laws. Section IV t rates aspects of contemporaiy Islamic law. the process oj its Jormulalioiu and the persisting inequalities 
especially in women's rights in agricultural land. Sumnuiry conuncnts are provided in the concluding Section V. 


Thousand* of sensitive Hindu women lor 
the firm lime in their live* left the precious 
sanctuary of their sheltering homes |during 
India's freedom struggle). They came In the 
battlefield and stood beside their brothers 
and faced jail and lathi charges and often 
enough, humiliation worse than death. If 
today... |lhey] who fought lor the indepen¬ 
dence of India ate to be denied (heir ju.sl 
rights, then our hard-earned freedom is no 
more than h handful of dust 

- Padmaja Naidu (congress legislator), 
parliamentary debates over the Hindu 
Code Bill in I9.M 1 

Mat liod >.ive us Iniiu ... having'an aimy 
A| unmarried women. 

- M A Ayyungar (Cnngtess legislator) 
predicting the result ol daughters gelling 
properly. Parliamentary debates on ihe 
Hindu Code Bill in |9t|- 

HFFKCTf Vfc rights in property, especially 
land, arcv»l critical importance for women's 
economic and socialempuwcnncnl in India 
The path to achieving those rights, however, 
is strewn with obstacles: legal, stwial. 
administrative and ideological | as e lab ’rated 
in Agorwal 19941. This paper focuscson the 
legal aspects. 

In paiticulur. it spells out the gender 
inequalities which persist in laws governing 
the inheritance and liokting of arable land - 
the most valuable form of property in rural 
India. ()n lire one hand I he ptogros made 
toward gender equality in inheritance laws 
during thisccntuiy has been seriously limited 
l*y the mm-applicability of most of these 
law*, in many states of India, to large parts 
of agricultural land - the dcvolutkut ol 
which continues to be sublet to gender 
discriminatory state-level tcnunal legislation 
and/or custom. Land reform enactments 
governing the fixation of ceilings are 
similarly guilder unequal in many stales. On 
the other hand, the inclusion of most tenancy 
and other land reform laws in the Ninth 
-Schedule of the Indian G institution (wl tetchy 


they cannot he challenged for violating 
fundamental rights). 1 although presumably 
to protect them against interference from 
entrenched class interests, also effectively 
protects them from being constitutionally 
challenged on grounds of gender discri¬ 
mination. In other words, although tlte 
Constitution promisesnodiscriminationon 
the basis of sex as a fundamental right, most 
inheritance and ceiling provisions relating 
to one of the most important economic 
iusouiccs in tlje country continue lohehighly 
gender discriminatory: and the Ninth 
Schedule lends itself to their perpetuation. 

Surprisingly, these aspects, which impinge 
directly and crucially on women's legal and 
economic status, have received little attention 
so far from either researchers or activists, 
hormslance.wliile gentler inequalities arising 
troin lire coolinued recognition i>f joint family 
property in (lie Hindu Succession Act of 
1956 have been much discussed, the effect 
ot exempting tenancy lights in agricultural 
land from the purview of the Act has largely 
liccn neglected. Tlte gentler implications of 
exempting all agricultural land Irom the 
purview of ihe 19.17 Shariat Ad have 
similarly been ignored. The same is true of 
land ceiling laws which, like other land 
relitrn) laws in intlia. vary from state to state, 
most embodying substantial gentler 
inequalities This paper attempts to fill some 
of litese gaps. 

In the discussion below. Section I briefly 
outlines ihe proccssof formulation of Hindu 
inheritance laws unlay and their hroatl 
features. Scclionll identities the map xr gentler 
inequalities which remain, focusing 
especially >xt Hindu w omen * rights in 
ugncuttural land. It also highlights the gender 
discriminatory aspects of ceiling laws. 
Section Ul outlines the laws governing 
Christians and Farsi*, including recent 
changes resulting from Christian women in 
Kerala challenging gender inequities in 
their laws. Section IV trace* aspects ol 


contemporary Islamic law, (be process of it* 
formulation, and the persisting inequalities 
especially in women's rights in agricultural 
land. The concluding Section V provides 
summary comments. 

I 

Hindu Inheritance Laws 

(I) HlsTIStlCAl BACKtSKX'- MllAKSIlAJtA 
ANI) D.wabiiaoa 

Traditional Hindu law.«rlining inheritance 
practices con Ire traced to the ancient texts 
-the Dhamutshoarir - and the many com¬ 
mentaries on (hem. of winch some took the 
form of digests and legal treatises. In 
particular, the Mitakshara and Dayahhaga 
legal doctrines, dated around the 12th centuiy 
Al>. sigmlicanlfy influenced legal practice 
in tire British jrenod and the formulation 
of ci aitcmporuiy H indu lav. * Wilhoutgoing 
into all their c< iplcx details. Ihe main 
lealurcs of the two systems that are of 
relevance here were as follows.’ 

The Miitikstuna system distinguished 
Irelwccn two type* of properly: joint family 
property* and separate property. The former 
consisted principally of ancestral prop ert y 
tthat is. property inherited loan the lather, 
paternal grandfather or paternal great¬ 
grandfather). plus any property that was 
jointly acquired or was acquired separately 
but merged into the joint property. A 
community of interests and rights was 
recognised in tlte joint family property, held 
jointly by (a maximum depth of) f**ur 
generations ot male members - a man, hts 
sons.sons' sons, aiulsons *ons sous-who 
treeame coparvciters on birth. Women could 
not he coparceners Devolution was by 
survivorship: the living coparcener* had an 
interest in the property of deceased erne*, and 
the individual shams cook! be determined 
only on partition: these share* decreased «i 
case vd'hirth* and incivascd mca*cot death* 
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among the members of the coparcenary. 
There were severe restrictions on the 
alienation of coparcenary property, especially 
immovable property. However, each 
coparcener had the righttodemand partition 
unilaterally at any time, while the remaining 
coparceners could stay undivided. 

Over hi* separate property, by contrast, 
a man had absolute rights of ownership and 
disposal. This included property which was 
self-acquired (if acquired without detriment 
to the ancestral estate) and any property 
inherited from persons other than his father, 
paternal grandfather or paternal great¬ 
grandfather. In addition, if he had no sons, 
sons’ sons, or sons’ sons' sons, his share of 
the ancestral property obtained on partition 
was also counted as his separate property. 
In the presence of these male lineal 
descendants, however, the partitioned share 
was still ancestral property, as far as he and 
any of these descendants were concerned, 
ami his rights of disposal over it stood 
curtailed [Kane 1946:576, 639-40). 

Women’s rights in tbc joint family property 
under Milakshara included only the right of 
maintenance as incoming wives (including 
as widows) and ns unmarried daughters: 
when she married, a daughter was also 
entitled to marriage expenses and associated 
gifts. In aman’s separate property, however, 
his widow could inherit a limited estate, hut 
only in the absence of sons, agnatic 
grandsons, and agnatic great-grandsons.' 1 and 
only if she remained chaste. A limited estate 
(also termed a limited interest) meant that 
the woman could en joy the property for her 
lifetime, but she could not normally alienate 
it (such as by gift, sale, or mortgage), except 
in a period of severe necessity (later termed 
’legal necessity'), and (within reasonable 
limits) for performing pious and religious 
acts, especially those seen as conferring 
spiritual benefit on the deceased.* There 
appears to be no clear agreement among 
scholars on the extent to which women's 
alienation of property for these purposes 
needed the permission of the reversioners,’ 
but there does appear to be consensus that 
greater freedom was granted to women in 
relation to expenditures for religious and 
spiritual purposes than for worldly 
purposes.'* A daughter (an unmarried one 
got preference) came even after the widow, 
and a daughter’s son after the daughter." 
That is, for a daughter to inherit her father'g 
estate required the absence both of the noted 
male be its and of the widowed mother. And 
when she did inherit, a daughter, like the 
widow, could receive only a limited estate, 
except under the Bombay (Mayukha) sub- 
school of Mitaksham which allowed the 
daughter an absolute estate. 12 

In the early shastric texts, however; for 
aonkss families the practice of‘putrikaputr*’ 
or '’appointed daughter’ was recognised. 

either as “the daughter appointed 


as a son 

[Kane 1946], Ineitbercwe.tbe idea' 
the daughter would raise a son for her aoaless 
father. She and her husband were expected 
to reside with her parental family, her ton 
inheriting her father's estate and taking bis 
name and so continuing the latter’s line," 
But this system became obsolete over time, 
as | according to Kane 1946:714) the ordinary 
daughter came to be recognised by analogy 
(after the widow) as heir of a sonless man. 

Under the Dayabhaga system, 14 a man 
was deemed absolute owner of all his 
property (nodistinction being made between 
ancestral and self-acquired property) and 
could dispose of it (that is sell, mortgage, 
or gift it)" as he wished. The son did not 
acquire an automatic interest by birth in the 
father’s ancestral property, nor was there 
any rule of survivorship: each heir took a 
definite and nonfluctuating share. Division 
of property among heirs could take place 
only at the man’s death, and the property 
went in the first instance equally tohis sons. 
The share of a predeceased son would devolve 
on the son’s sons, orfailing this on the son's 
sons' sons. As under Milakshara, a chaste 
widow could inherit in the absence of these 
male heirs, but only as a limited interest, 
with the right to manage but not alienate the 
property. Daughters came only after the 
widow, again unmarried daughters getting 
first preference and inheriting only a limited 
interest. However, in contrast to Milakshara 
law, Dayabhaga recognised the widow and 
(after her) daughters ax heirs even when the 
man's share in the joint family estate had 
not been separated before his death. 14 Hence, 
unlike under Milakshara, women inherited 
an interest in all property, irrespective of 
whether it was ancestral or separate. This 
also meant that the probability of a widow 
or daughter inheriting some property was 
somewhat greater under Dayabhaga than 
Milakshara. 

Under both systems, there was also some 
recognition of female property rights in the 
concept of ‘stridhan’ (literally meaning u 
woman’s property), although there were 
varied and changing interpretations of what 
stridhan could include, how much control 
a woman could be allowed over it, and how 
it would devolve on the woman's death. The 
discussions around this are too complex and 
contentious to detail here." Broadly, it 
appears that in the very early shastric texts, 
stridhan could conxist only of movables, 
given to a woman by her parents, brothers, 
or relatives before or at the tirfle of her 
marriage, and by her husband after marriage; 
over these she was allowed absolute control. 
In some later texts, especially from the 7th 
century AD onwards, there was a tendency 
to enlarge the scope of stridhan in terms of 
the content and source of the gifts. This also 
kd to controversy among the commentators 
on whether landed property should be 


should be allowed over it. 9eV. 
commentators persuasively argue,howe 
that under Mitaksham law, any lan 
property included in a woman’s stric 
which was acquired by inheritance 
partition was not intended to invest her. 
the absolute rightof disposal [ Agarwal 11 
for details]. The Bombay sub-school a 
appears to have been an exception: it 1 
th at property which a woman inherited fi 
a male of the family in which she was b 
(e g, as a daughter succeeding her faih 
or inherited from a female, became 
stridhan and her absolute estate [K 
1946:783). In contrast to Milakshara, uu 
Dayabhaga, stridhan. by definition, was 
over which women had full rights of dispc 
but as discussed in Agarwal (19 k 
effectively (if not explicitly), stridl 
property allowed under Dayabhaga ' 
limited to movables. 

According to both Milakshara 
Dayabhaga, therefore. Hindu women cc 
inherit immovable property such as 1 
only under highly restrictive circumstan 
and (barring a few exceptions linked to 
Bombay sub-school), at best, could en 
a limited interest in it. In contrast, r 
enjoyed a primary right to inherit and con 
immovable property; and although ur 
Milakshara they too faced certain rest 
lions in" their power of disposal over j< 
fami ly property, these restrictions relate 
their rights as individuals (as against gre 
rights), but not to their rights ax a gent 
Women were restricted by virtue of tl 
gender. 

Actual practice and shastric prescript 
appear to have converged in some ct 
muni ties and regions and diverged in otl 
[as discussed in Agarwal 1994). 
prescriptions of the shastras are likely 
have been followed mast closely by 
higher castes, less by the lower castes, 
not at all by the tribal communities [Lin 
1973). Regionally, tension between 
shastras and local custom on mania 
divorce, and inheritance practices 
argued to have been most in the south t 
west, and least in the north and : 
[Dcrreu 1968; Agarwal 1994], In the so 
and west, tbc evidence surveyed in Agar 
(1994) (especially from medieval tern 
inscriptions), of women’s customary ri 
in land among patrilineal Hindus in f 
colonial India suggests that a number 
women of affluent (including non-roy 
backgrounds did possess landed propel 
However, there is little to indicate that 
average Hindu woman was comma 
endowed with immovable property. A! 
the position even of the elite women * 
were so endowed appears to have been 
from one of equality with men, either in t 
inheritance rights or in their freedom to ■ 
the property as they wished. For instan 
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tampl«dopstliw,otteofthc stronger ploccs 
tf evidence that wanes from non-royal 
M*dqpound* couldpossesa and alienaicltnd, 
'all into a special category of religious and 
licnis acta which enjoyed social and legal 
sanction: from this we cannot infer with any 
confidence that the women who made these 
donations were as a rule equally free to 
dispose of their wealth in other ways, even 
f an occasional one among them was able 
to do so. 

Among the patrilineal tribal communi ties 
in eastern and northeastern India, again, 
women as daughters, wives, and widows 
typically enjoyed only usufruct rights in 
land; where this land was inherited, it was 
essentially in terms of a limited interest. 
There were, however, some significant 
although locally confined pockets of 
matrilincal and bilateral inheritance in 
southwest India (especially Kerala) and 
rortheaxtlndiafespeciully Meghalaya) where 
women's property rights were not the 
exception but the rule. In the southwest, this 
included matrilincal communities custo¬ 
marily governed by the Marumakluuayam 
and Aliyasantana systems which received 
special consideration in the formulation of 
the Hindu Succession Act of 1956discussed 
further below. 

(2) Thb Formih.aiion o» 
Contemporary Laws 

Today, laws governing the inheritance of 
landed property form a collage across the 
legal map of India, varying by religion and 
region. In part these variations originate in 
the colonial state's characterisation of 
inheritance and marriage laws as personal 
laws’ applicable to members of particular 
communities - a characterisation that has 
endured in post-independence coJ if ications 
that have attempted to accommodate 
differences in religious and local cultural 
traditions, while also seeking to establish a 
degree of uniformity And partly the 
variations stem from enactments in relation 
to the inheritance of agricultural landed 
property, by provincial (state) legislature*. 
[After the 1935 Government of India Act 
(detailed later), agricultural property came 
under the jurisdiction of the provincial 
legislatures] 

The formulation of contemporary 
inheritance laws on property, especially 
landed property, involved a complex and 
:ontootkxi» process of interaction between 
the (colonial and post-colonial) state and 
different segments of the population, the 
interplay of varying ideologic* and interests, 
utd the conflicting pulls of scriptural rules 
•nd local custom. Around the early part of 
this century, these interaction* increasingly 
took the form of explicit contestation, 
specially over women's property right*, 
wealed most prominently (but not only) in 


the pro- and post-lod^retxfence debates 
surrounding the Hindu Code Bill in India. 
Large numbers oflndisn women participated 
in an organised campaign to expand women’s 
legal rights, including property rights. Many 
Inflianmen supported the cause; them ferity 
adamantly opposed it The question of 
women inheriting immovable property, 
especially arable land, however (as will be 
seen from the discussion further below), was 
constantly side-stepped. 

The early decades of the 20lh century saw 
an intensification of pressure for changes in 
women's legal status from * number of 
quarters,especially women'sorganisatkms 
and progressive male reformers. 1 * By 1930 
several women's organisations had been 
founded, most notably the Women’s Indian 
Association (W1A) in 1917, the All India 
Woraen’sConfercnce(ArWC)in 1927,and 
the National Council of Women in India 
(NCW1) in 1925 1 ’ These organisations 
worked for social reform legislation, 
especially on women'sright* todivorcc and 
to inherit and control property. 2 * Forbes 
(1981:71) notes: 

Throughout the 1930s Ihe women's 
organisations formed committees on legal 
status, undertook studies of the laws, talked 
with lawyers, published pamphlets on 
women's position and encouraged various 
pieces of legislation to enhance women's 
status. Al lirsllhesedemands were presented 
as pan of ihe organisations’ general efforts 
to uplift women, but by 1934. the ATWC 
passed a resolution demanding a Hindu Code 
that would remove women's disabilities in 
marriage and inheritance 

■ Also, among the Indian lawyers elected 
to the government's Central Legislative 
Assembly after its establishment as a 
legislative body in 1935 was a group of 
liberals concerned with .social and legal 
reform. Attempts by the reformers, however, 
to introduce a number of bills, including 
those supporting Hindu women's right to 
divorce and Hindu widows' right to a share 
in their husbands' property, encountered 
strong opposition from the orthodox Indian 
members of (he assembly. And the Hindu 
Women’s Rights to Property Act of 1937, 
when finally passed, was a compromise. 51 
Ugavc the Hindu widow, wbohad previously 
been excluded from inheritance by the son, 
agnatic grandson and agnatic great-grandson 
of her husband, a right to intestate succession 
equal to a son's share in separate property 
among those governed by Mitabskara, and 
in all property among those governed by 
OoynMqga.Ualsogave her the same interest 
as her deceased husband in the undivided 
htitakshara coparcenary, with the same right 
to claim partition as a male coparcener, bjit 
she coaid hold this share only as a limited 
interest. Three categories of widows were 
recognised: the intestate' i widow, the widow 
of a pred ece ased *oo, and the widow of a 


predeceased ton of a predeceased son. 
However, the widow’* (hare (as noted) was 
only a limited estate which she could enjoy 
during her lifetime, after which it went to 
her deceased husband's heir*; it was subject 
to forfeiture on remarriage; and, most 
importantly, it explicitly excluded agri¬ 
cultural land on the ground that after the 
1935 Act agricultural property came under 
provincialjurisdiction. 15 Also daughters were 
excluded from the purview of the act 

In 1941 the government set up the Rau 
(Hindu Law) Committee to suggest how the 
Hindu Women’s Rights to Property Act of 
1937 should be amended, especially todarify 
the nature of rights conferred by it upon the 
widow and to remove any injustice done by 
it to the daughter. Noting the Act’s many 
technical defects and ambiguities which 
could lead’ to varying interpretations of 
women's rights, the committee felt that any 
attempt at piecemeal amendment would 
raise “all the controversies latent in the 
Act" [GOl 1941:23]. Instead it strongly 
recommended that a complete code ofHindu 
law be prepared, beginning with the law of 
inheritance and followed by the law of 
marriage and other aspects of Hindu law. 
The code, as envisaged by tbc committee, 
would be one "which... recogniscfd] that 
men and women are equal in status with 
appropriate obligations as well as rights’ 
[GOI 1941:24], 

In January 1944 the government 
reconstituted the Rau Committee, this time 
for preparing a Hindu Code. ATWC carried 
out a countrywide campaign in favouf of 
codification and submitted a draft 
memorandum to the Committee. In August 
of the same year, the committee came oat 
with a Draft Code. Its main provisions were 
(GOI 1947): abolition of the Mitakshara 
right by birth and princip'' of survivorship; 
equal property si .res for the sons and widow 
•>f the deceased, and half the sons’ share* 
fi>r the daughters in all intestate inheritance; 
an absolute estate for tbc widow (asopposed 
to a limited interest); introduction of 
monogamy as a rule; and legalisation of 
divorce under certain circumstance*. Once 
again, however, women's succession to 
agricultural land w*s excluded fromthe scope 
of tbc Draft Code on the familiar sound that 
this issue fell within the purview of the 
province*. 

There were ‘Mack flag’ demonstration* 
opposing the Code in five cities Reactions 
from women were mixed; the AIWC 
supported the Draft Code, while advocating 
equal inheritance for sons and daughter*. 
Tbc NCW1, several other women's group*, 
especially from Bombay and Calcutta, m 
well as many individual women (including 
a number of advocates) also supported tbc 
Code. But women in orthodox associations 



such as the All India Hindu Women’s 
Conference opposed it. Among men. 
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although some supported the Code, the 
majority (including prominent lawyers and 
pandits) argued against it on grounds such 
as: abolishing the Mitaksharu would 
adversely affect commercial enterprise; the 
divorce provisions would undermine the 
family: women were incapable of managing 
property and were likely to be duped by male 
relatives if given an absolute estate: married 
daughters already received a shore us dowry 
and unmarried daughters only needed 
maintenance and provision tbrtheirmamage 
expenses: and soon. Only a small percentage 
of those whose views were recorded by the 
Second Kau Committee were women or 
women's organisations, but the gender 
divergence in those views was marked. As 
seen from Table 1.71 per cent of the women 
(or women's organisations) and only 35 per 
cent of the men (or organisations other than 
women's trrganisulinns') supported the Bill. 
Support did not mean agreement with all the 
provisions in the Draft Code, and on specific 
clauses the gender gap was equally glaring. 

Despite the strong ttpposilion. the Kau 
committee submitted a revised draft of the 
Hindu Code Bill (HCB) which was 
introduced in the legislative assembly in 
April 1947. fourmonthx before India became 
independent. In April 194K. a further revised 
Hindu Code Bill was introduced in the new 
parliament and was again the subject of 
intense debate. While the AIWC continued 
to campaign actively for the Bill, its 
constituency was drawn largely from the 
literate, urban population, as It had been 
before independence. This I eft the Bill 
vulnerable to the opposition labelling it as 
an elite demand. One Congress legislator 
from West Bengl. who was especially 
vociferous in his opposition, characterised 
those supporting the Bill as "a few ultra¬ 
modern persons who are vocal, hut have no 
real support in (he country'*, and implied that 
only women of "the lavender, lipstick and 
vanity hag variety" were interested in the 
Bill. 15 He argued: "III the daughter inherit*| 
ultimately the family will break up’ and 
queried "Are you going to enact a code 
which will facilitate the breaking up of our 
households?" (GOl 1949:10111. In 
September 1951. of the legislators who spoke 
on the Bill 10 supported it and 19 opposed 
it {Everett 1979:1721. Most lop Congress 
leaders of independent India were against 
the BUI. including (he home minister. 
Vallabhhhai Patel, and president Rajendra 
Prasad. 

As is now well known, in the face of such 
opposition prime minister Jawaharial Nehru, 
although committed to the bill, shelved it 
. in 1951. B K Amhcdkar, law minister and 
fc framer of India's Constitution, resigned in 
T. protest. However, after 1951. riding on the 
tj, strength of a Congress electoral victory. 

< $Mwi finally won passage for (Iw important 
Mfm&iof Ibe Hindu Code Bill in four separate 


Acts.** Of these, the Hindu Succession Act 
of 1956 forms the basis of Hindu succession 
laws today. 

Everett (1979:166-67) provides some 
interesting insights into the contrasting 
images of the ideal Hindu woman that Ute 
supporters and opponents oftheBill appeared 
to hold: 

I’roin the 11940s and 195t)s| debates {on 
the Hindu Code Bill) two different images 
of ideal Hindu women emerged. The 
opponents' image resembled the view of 
women presented in the Manusmriii: she 
needed the protection of men during all the 
periods of her life (thus never capable of 
independently looking after property), and 
in this position of dependence she was 
worshipped as a goddess. The proponents' 
uiiagr of the ideal Hindu woman wus a 
competent, autonomous human being 
interacting with others on the basis of 
equal rights and individual freedom. This 
image stemmed from western liberal 
thought, however imperfectly it had been 
achieved in practice in the west. 

The HCB opponents believed thul the 
interests of men and women were heller 
served when women occupied u dependent 
position and men and women played different 
social rules. The HCB supporters believed 
that everyone's interests were heller served 
when men and women were independent 
and enjoyed equal rights... The HCB 
supporters operated within Ihc equal rights 
perspective which had emerged as the 
dominant women's movement ideology 
since the 1930s. 

Women's organisations also mobilised to 
win constitutional guarantees in the area of 
personal law. In 1945 while the Kau 
committee’s draft Hindu Cixlc was being 
discussed around the country, a new 
Constitution was being drafted by the 
constituent assembly. Hansa Mehta, in her 
presidential address to the AIWC in 
December 1945, formulated a 'Charter of 
Indian Women’s Rights' advocating that 
equality between the sexes should l>c the 
basis of citizenship in India JMehta I9KI) 
This issue again was intensely contested, 
since there could be possible contradictions 
between the proposed constitutional clause 


. V -, 

promising frtrickmofreUgloaspnartlucands 
propagation (which could be read to Include 
religiously sanctioned ioegahtarian property 
and marriage laws), and the aim of social 
reform towards gender (and caste) equality. 
The matter was finally resolved by un explicit 
government statement thal freedom of 
religion did not preclude social reform.*’In 
practice, this issue remains u contentious 
one. 

Indeed, in the 1950s the struggle for gender 
equality in property laws wus by no means 
over, and that for ensuring women’s defacto 
property rights had not even hegun. 

(3) Hindu Du whoy Laws Toiiay 

Today the property rights of Hindus are 
governed by the Hindu Succession Act of 
1956 (applicable to all states other than 
Jummu and Kashmir 1 * and covering about 
Kb per cent of the Indian population I.* 5 In 
the Act 'Hindus' are defined as including 
Sikhs. Jains and Buddhists. However, the 
Act has special provisions for Hindu 
matriiineal communities customarily 
governed by the Manwuikkaiayton and 
Aliva.umhma systems, as well as for the 
Nambudiri brahmins. (Tribal communities 
of the northeastern states of Arunachal 
Pradesh. Manipur. Meghalaya. Mi/onun and 
Nagaland arc not covered by the Act. and 
continue to he ruled by local customs which 
are still, in large part, uncudificd.) 3 * The 
Act suught hi unify the Mitaksluira and the 
liaynbhaf’a systems, and purported to lay 
down a la w of succession whereby sons and 
daughters would enjoy equal inheritance 
rights, as would brothers and sisters. In fact, 
significant gender inequalities remain. 

Under the Act. in the case of a Hindu male 
dying intestate, all his separate or self- 
acquired property, in the first instance, 
devolves equally upon his sons, daughters, 
widow, and mother. In addition (and 
simultaneously with the mentioned four 
categories of heirs), if there is a predeceased 
son. his children and widow get the share 
he would huve received if alive; the children 
of u predeceased daughter get her share 
likewise: and the children and widow of a 


Tasie I: Summaky or Okai ano WarrrbN Opinions on the Draft Coon Rm:bivu> 
av the Seomii Rau Committee. 1945 




Draft Hindu 
Code 

. Absolute fistale 
for Widows 

Monogamy 

Divorce 1 

No 

Percent 

No 

PerCeat 

No 

Percent 

No Percent 

Total 

Kw 

224 

57 n 

49 

31 

75 

43 

108 36 


Against 

(75 

63 

107 

69 

99 

57 

195 64 

Women' 

he 

32 

71 

10 

59 

21 

68 



Against 

13 

29 

7 

41 

10 

32 


Men' 

for 

192 

35 

39 

28 

54 

38 



Against 

362 

65 

100 

72 

*9 

62 



Nnter. 1 Oa this douse the data (rum most regioas were aot disaggregated by sex 

2 Includes both individual women and women's organisations. 

3 Indudes both individual men and organisations other than women's organisations. 
Source: Compiled from the Report of the Hindu Lew Committee |fX)l. 1947J2-II11. 
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fWp&CMMtd m* of a predeco tutu d mo 
similarly inherit a share a* represcnl'alives 
of the deceased in question. All these ore 
the primary or Class i heirs under the Act. 2 ' 
In the absence of Class I heirs, the property 
devolveson Class 0 heirs und intheir absence 
first on agnate* and then on cognates. For 
joint family property, if the deceased male 
was earlier governed by the Davtihhuga 
system the same rules of succession as relate 
to other types of property apply to this as 
well. 

However, for those previously governed 
by Milaksharii law. the concept of 
MilaMiam coparcenary pftiperty devolving 
by survivorship continues to be recognised 
with some qualifications: in the case of a 
male who has an interest m Milak.thnra 
coparcenary at the timeofhis death and who 
leaves behind Class I female heirs, or male 
rclativcs specified in Class I as claiming 
through Class I female heirs, his interest 
devolves not according to live Miuiksltwa 
principle ot survivorship but according to 
the 1956 Act: and his share in the joint 
property and hence the shares of his heirs 
an; ascertained under live assumption of a 
'notional* partition (that is. as if (he part it ion 
had taken place just prior to his death). If 
the deceased does not leave behind Class I 
female heirs or male heirs claiming through 
such female heirs, the de volution is uccordmg 
to the Miltlkxhor<ini\v*. Rilhcr way this doe* 
not affect the di trtl interest in the coparcenary 
held by male members by virtue of birth: 
it affects only the interest they may hold in 
the share of live deceased. 

In the case of a Hindu woman dying 
intestate, if she has children or grandchildren 
from predeceased children, all her properly 
in the first instance devolves equally upon 
her sons, daughters, children of predeceased 
children, and husband. If she has no living 
children and no grandchildren from 
predeceased children, the property 
devolution differs according to the source 
of acquisition: thut inherited from her parents 
goes to Iter father* s heirs; that inherited from 
her husband or father-in-law (as a widow 
of a predeceased son) goes to the husband's 
heirs: and that acquired in ways other than 
these passes to her husband, ami failing him 
to his heirs. 

Under the Act. oil female heirs huve 
absolute ownership and full tcxianienury 
rights over all property, mu just a limited 
interest in it. The Act also gives unrestricted 
testamentary rights to males in their separate 
or sell-acquired property, as well os in their 
share of the joint family properly; but in 
relation to ancestral agricultural land there 
are restrictions on the testamentary right* of 
males in some states, by virtue of custom, 
as m Punjab.** 

For Hindus customarily governed by the 
MnrHHutkkaltayiim and Aliyoxaniantt 
systems, under the special provisions of the 


Art the devolution of property )**<»mewh*i 
different, especially in relation to the intestate 
inheritance of women's property (Agurwal 
1994. for details]. 

Since live passing of the H indu Succession 
Act. some stales have enacted laws affect ing 
joint family property. For instance, the Kerala 
Joint Hindu Family System (Abolition) Act 
of 1976 deemed all family members with 
an interest in the Hindu undivided family 
estate as holding tltcir shares separately as 
full owners from then onwards. This Act 
struck a Final blow to the remnants of 
matri lineal joint estates, but alsocliminaled 
any advantages that sons enjoyed over 
daughters in joint family property among 
patrilineal Hindus in Kerala. Subsequently. 
Andhra Pradesh in I9K6. Tamil Nadu in 
19K9. ami Maharashtra in 1994. amended 
the Hindu Succession Act to recognise 
unmarried daughters (that is. daughters who 
were unmarried when these amendments 
came into force) as coparceners by birth m 
(heir own right, giving them claims equal 
to those of sons in joint family property, 
including (he right to a share by 
survivorship." However, tlu.se amendments 
(in Andhra Pradesh. Tamil Nadu and 
Maharashtra) do not reduce discrimination 
in relation to daughters married prior to thc 
eommenecmenl of tile amendment Acts. 

Also, in slates other than these, the 1956 
Hindu Succession Act. as originally enacted, 
continues to he in force, having reduced twit 
not eliminated pre-existing gender 
inequalities among customarily patrilineal 
Hindus, as discussed below. 

II 

Persisting (render Inequalities 
and Anomalies: Hindu Inheritance 

Uws and Land Kefurm Laws 

(I) PpRSlSTINt. CinNOW INMJl 1 ALmF.S 

Several major sources of gender inequality 
remain in the Hindu Succession Act of 1956: 
(i) Since the concept ot the Miialuhara joint 
family succession continues lobe re cognised 
(except in Kerala), some of the basic gender 
inequalities inherent in relation to 
coparcenary properly persist in most states. 
Thcxc inequalities (as applicable to stales 
other than AndhraPradesh. Tamil Nadu and 
Muharaslnra).‘ : relate especially to the 
following: 

- Since only males cun be coparceners in 
the joint family property, sons have an 
indefeasible right in such properly, hut 
daughters don* I. In addition, sons have a 
right to succeed to the deceased father's 
share of the coparcenary if the father dies 
intestate. Daughters have only the latter 
right, that is (he right to succeed to the 
father's share of the coparcenary. 

- A coparcener can renounce his ngltts in 
the coparcenary property. In such cases 


his sons would continue to maintain their : 
independent rights to the coparcenary. but 
daughters and other Class I female heirs 
would lose the possibility of benefiting 
from such property. Similarly, after 
partition, the father can moke a gift of his 
share in the coparcenary property u> his 
si ais. thereby defeating tlierighisoffcmale 
heirs. 

- A man cun convert his separate or self- 
acquired property to coparcenary pruperty. 
in which case his daughter*, widow and 
mother, who would otherwise have 
enjoyed equal shares with his sons in such 
separate and seif-acquired property, lose 
out. 

- Unlike sons, married daughters (even if 
facipg marital harassment) have no 
residence rights in (lie ancestral home. 
And while daughters who are unmarried, 
separated, divorced, deserted, or widowed 
do have residence rights, they cannot 
demand partition if themalesdo not choose 
to partition. 

(it) The children of a predeceased daughter 
of a predeceased daughter do not figure 
among the Class I heirs, while the children 
of u predeceased son of a predeceased son 
do 

(ii) The right to will away property is not 
restricted: a moo has full testamentary power 
over all his property, including his interest 
in the coparcenary. In principle the provision 
is gender-neutral. hu> in practice it can he 
and often is used to disinherit female*. 

(iv) Although the Act covers owned 
agricultural land, certain oilier types of 
interests in agricultural land, such asthost 
stemming from 'tenancy rights*, are 
exempted. Section 4(2) of the Act provide* 
that: 

...nothing contained in this Act shall he 
deemed to affect the pr eistonx vf any law 
for the lime h ing in force providing for the 
prevention ot fragmentation of agricultural 
holdings or for the fixation ot ceilings or 
forthe devolution of tcnancy nghtsinrcxpecl 
of such holdings. 

The gender implication* of this exemption 
are crucial to the present discussion, as 
elaborated below. 


(2) Anomaijs Rtsuvnur; hum Exrsrmn 

1.AND l-OCttLATKiN 

Two factors in particular have led to * 
disjunction betweenwomen's legal righto in 
property in general, and their rights in ' 
agricultural land. First, legislative pow er* - 
are divided between the union and prrmnciai 
(now termed state) legislatures under 4 k 
principle of Federalism: and un enactment* • 
relating to agricultural land the state 
government* continue »o hsvc conridenMcr' 
legislative power*. Thut legisiat ion affecting , 
women's rights in certain categories «/ 
agricultural land vane* by state, reflecting ^ 

regional differences in social attiutdes and - * 
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'if in legal approaches and historic*. Second, 
■'Is land reform policies (land to the tiller, fixation 
P of ceilings, prevention offragmentatioo, etc) 
\J$ have been based both on the principle of 
redistributive justice and on arguments 
regarding efficiency; but on neither count 

f are gender inequalities taken into account. 

The Government of India Act 1935 
‘ ■ vested all legislative powers in relation to 
f) agricultural land exclusively in the provincial 
,7 (state) legislatures. Thenceforth women's 
'7 inheritance rights in agricultural land 
depended on the land-related laws prevailing 
g in the province in which the land was located, 

■; whatever being the laws governing other 
forms of property. Hence, for instance, the 
Hindu Women’s Right to Property Act 1937 
i (as noted) did not apply to agricultural land. 
And although a few provinces (mentioned 
earlier) subsequently extended the Act to 
A cover agricultural land, the extension left 
• unaffected any rule of succession that related 
s to a tenant's rights in agricultural land by 
any special law then in force. 

V Since independence, state legislatures have 

7 ; continued to enjoy the power to enact land 
| laws, butsubjeettosome restrictions. Under 
jjj the Constitution of India adopted in 
7 November 1949. if the state leg islaturc wants 

7 to modify any laws on topics which have 
' been included in the “concurrent list" of the 

Constitution, and which have already been 
| enacted by parliament, the modifications 
j needthcasscntofthcprcsidentoflndia.The 
j. HinduSuccessionAct(HSA)of 1956 is one 
\ such piece of legislation. Hence if states 
f want to pass laws modifying the Hindu 
$ succession rules for owned agricultural land. 

* this will need the presidentconsent. However. 

state legislatures cancontinucloenacl laws 
I relating to tenancy rights, ceiling laws, etc 
I (which, as noted, were excluded from the 
purview of the HSA), without needing such 
S assent. What this has meant is that women’s 

[ legal rights in agricultural land still show a 
vastdisparity by region, especially in relation 
to (a) devolution rales for land deemed to 
be under'tenancy 1 ; and (b) rules regarding 
the fixation of ceilings and the forfeiture of 
surplus land above the ceiling limit, as 
discussed below. 


(a) Devolution or Aoucw.tural Land 
unobr Tenancy’ 


Tenancy rights in agricultural land, as 
noted, were specifically exempted from the 
Hindu Succession Act of 1956. As a result, 
there is today amajordisjunction in several 
stales between state land enactments affecting 
, the devolution of certain categories of 
( agricultural land and the personal laws 
affecting the devolution of all other property. 
■* least two counts. First, in a number 
*' '-wf atates the succession rules relating to 
»||d bald under tenancy have a different 
crinrafdevolutj on than the personal laws 


specify. For example (a* seen from Table 
2), in the tenurial laws of Haryana, Hiaachal 
Pradesh, Janunuand Kashmir, Pbqjab, Delhi 
and Uttar Pradesh (all located in northwest 
India), the specified rule* of devolution show 
a strong preference for agnatic succession, 
with apriority for agnatic males. In all these 
states the tenancy devolves in the first instance 
on male lineal descendants in the male line 
of descent. The widow inherits only in the 
absence of these male heirs. 33 In addition, 
in the first four states mentioned. daughters 
and sisters are totally excluded as heirs. In 
Delhi and Uttar Pradesh, daughters and sisters 
are recognised but come very low in the 
order of heirs. Moreover, in all these six 
states, a woman (in any capacity) can hold 
only a limited interest in the land, in that 
after her death the holding goes not to ber 
heirs but to the heirs of the last male 
landowner. She also loses the land if she 
remarries or abandons the land (that is. fails 
to cultivate it for a specified period, usually 
a year or two). 

States where the tenurial laws explicitly 
mention that the devolution of tenancy land 
will be according to personal law are very 
few. and include Rajasthan and Madhya 


*: "V'-'-V =■ vr”v's 

Pradeah vtfeare file peraonal law %Boef«r 
«U communities (Table 2). 'Abo to the 
Telangana region of Andhra Pradesh, the 
commentary following Section 40 of the 
relevant Act clarifies that for Hindu tenants 
the Hindu Succession Act will apply. 34 In 
practice, however, even in Rajaithan 
daughters have been recognised as heirs 
only in tome judgments, while in others 
male heirs alone have received recognition.” 
In addition, as seen from Table 2, there are 
states which do not specify the order of 
devolution in theirlawsdealing with tenancy 
land, such m Gujarat, the Bombay region 
of Maharashtra, 34 West Bengal, Karnataka, 
Kerala, the Andhra region of Andhra fradeth, 
and Tamil Nadu. In these states we can 
presume that the personal laws automatic ally 
apply. Then there are state* such as Bihar 
and Orissa for which the tenancy acts specify 
that occupancy right* shall devolve in the 
same manner as other immovable property, 
“subject to any custom to the contrary’’.” 
This leaves open the possibility of admitting 
gendcr-inegalitarian customs if established, 
especially for the tribal communities in these 
regions, although the Supreme Court order 
in the cate of ‘Madhu Kishwar and others 


Table 2: Devolution of Aokicultukal Tenancies m Law) Enactments, by State 


Stale 

Agricultural Tenancies: 

Pint Order Heirs 

Relevant Act 

Northwest India 



Delhi 1 

Male lineal descendants in the 
male line of descent 

The Delhi I.and Reforms Act, 1954 
(Ad No 8 of 1954J 

Haryana 

Male lineal descendants in the 
male line of descent 

The Punjab Tenancy Ad 1887 (Ad No 16 
of 1887), amended up to 1969: and the 
Pepsu Tenancy and Agricultural land Ad 
1955 (Pepsu Ad 13 of 1955) 

Himachal Pradesh 

Male lineal descendants in the 
male line of descent 

The Himachal Pradesh Tenancy and Land 
Reform Ad 1972 (Ad No 8 of 1974) 

hinunu and Kashmir 

Male lineal descendants in the 
male line of descent 

The Jammu and Ka*mir Tenancy Ad 1980 
(Ad No 2 of 1980) 

Punjab 

Mak lineal descendants in the 
male line of descent 

The Punjab Tenancy Ad 1887tAdNol6 
of 1887), amended up to 1969; and the 
Pepsu Tenancy and Agricultural Land 
Ad 1955 (Pepsu Ad 13 of 1955) 

Rajasthan 

Personal law applies 

The Rajasthan Tenancy Act 1955 
(Ad No 3 of 1955) 

Ullar Pradesh 1 Male lineal descendants m the 

male line of desscent 

East, west and central India 

The Uttar Pradesh Zamindan Abolition 
and Land Reforms Ad, 1950 (UP Ad No 1 
of 1951), amended up to 1987 

Bihar 

No specification of the order 
of devolution; but the tenancy 
laws stale that the devolution 

The BihafTenancy Ad 1885 (Ad No 8 of 
1885) amesded up to 1987; and The Chou 
Nagpur Tenancy Ad 1908 (Bengal Act 


of occupancy rights shall be 
ia the .tame manner as other 
immovable property, uBless 
custom to the contrary is 
established 

No 6 of 1908) 

Gujarat 

No specification of the order 
of devohjtkw; cm be presumed 
that the personal law optics 

The Bombay Tenancy and Agricultural 
Lands Act. 1948 (Ad No 67 of 1948) 

Madhya Pradesh 

Personal law applies 3 

The Madhya Pradesh Land Revenue 
Code. 1959 (Ad No 20 of 1959), as 
amended in 1961 
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. Agricultural Tmiutck!*: RefevaatAct 

PiM Outer Hein 


Mahanurtxra 
- VMarhha 
regioa 


- Bombay 
regioa 

- MarMhwada 
refjoo 
(earlier in 
former 
Hyderabad 
Mate) 

OfiMa 


West Bengal 


fan be presumed that the 
personal law applies; see 
explanatory note 1 

✓ 

No specification of the order 
of devolution; tan he presumed 
that the personal law applies 
fan be presumed that the 
personal law applies: see 
explanatory rase' 


The Bombay Testacy aad Agricultural 
Lands (Vidnrbbn region) Act. 105# 
(Bombay Act No 09 of 1058), as amended 
up to 1981 

The Bombay Tenancy and Agricultural 
Lands Act. 1948 (Act No 67 of 1048) 

The Hyderabad Tenancy and Agricultural 
Ijtads (Amendment) Act. 1957 (Bombay 
Act No 32 of 1951) 


No specification of llieorder Orissa Tenancy Act 1913 (B.tndO Act 

of devolulion: hut the tenancy No 2 of 1913) 

laws specify Cluit devolution of 

occupancy nghls shall be in the 

same manner as other immovable 

property. unless custom to (lie 

contrary is established 

No specification ol the order The Bengal Tenancy Act 1885 (Act No 8 
"I devolution: can tv presumed ol 18X5): and West Bengal lauul Reforms 
that the personal law applies Act 1955 (Ad No 10 of 1956) 


South India 
Andhra Pradesh 


Karnataka 


Kerala 


Tamil Nadu 


Andhra area: no specification 
of tlie order of devolution; can 
he presumed that the personal 
lawnppliC' 

l elangan.i. I oi Hindus 

ilic USA .ipplies 1 

No specification ot tin- oidei 
ol devolution: tan Iv presumed 
dial Ilk- personal law applies 
No specification ol tile order 
ol devolution; can he 
ptesutned that the personal 
law applies 

No specification ol the order 
of devolution: c;in Iv picsuined 
that the personal law applies 


The Andhra Pradesh (Andtua area) 
Tenancy Ad !956(Ad No 18 of 1936) 


The Andlira Pradesh (Telangana urea l 
Tenancy and Agricultural laiads 
Act 1950 (Ad No 21 of 1950) 

The Karnataka Land Reforms An )%l 
(Ad No 10 ol 1962). amended tiplo 
March 1980 

Kerala lamd Relorms Act 1963 
(Ad No 1 ot 1964) 


The Tamil NaduTenanis and Ryots Ptotec- 
lion Act 1949 (Ad No 24 ol 1949); Ilk' 
Tumtl Nadu Cultivating Tenants 
(PrutcdHin) Act 1955 


Soles: I The definition of land under lenunsy in these stales i> very broad and elledively covers 
alt agricultural land (see discussion in text) 

2 When initially passed, the Madhya Pradesh land Revenue Code ol 1959 specified an 
order of devolution wherein the Class I heirs (lor both owned and tenancy land I were as 
follows: son; widow (or widower t; predeceased son’s son and widow; son and widow ol 
predeceased son's predeceased son. and widow ol predeceased son’s predeceased son’s 
predeceased son. Since the 1961 amendment. however, devolution is according to 
personal law lor the lands of both tenure holder* aad occupancy tenants 

3 Section 54 of llto Bombay Tenancy and Agricultural Lunds (Vid;uhh.i region) Act. 1958. 
specifics that it the det eased tenant w.is a member ot an undivided I lindu family. ilw 
tenancy would devolve to ths- surv iving members of (hat faintly , otherwise it would pass 
to "his heirs - '. In the case ol an occupimcy tenant the holding would he inherited in 
accordance with his personal law. 

Since the HS A Ivvd already been passed in 1956. that is prior to tht* Tenancy Act 1 am 
taking the view that ev en lor Hindu tenants who are nut occupancy tenants, the ll' : A 
would apply twitli the relevant provisions with respecl w survivorship applying ri the 
* tenant was a member of an undivided Hindu lamilyt. 

Similarly undent* Hyderabad Tenancy and agricultural latnds Act 1950. as antended by 
the Hyderabad Tenancy amt Agricultural Lured* (Amendment) Art 1057. Section 40 
s peci fies that if Die deceased tenant was a member of an undivided Hindu family, 
the t enan cy would devolve on the surviving nremher* of that family: otherwise it would 
puss to "hi* heir* -- . This 1957 Act doe* not contain a separate specification for an 
occupancy tenant Out here also, since the HS A had already been passed. 1 am taking the 
view that if the tenant was a member of a* undivided Hindu family, (hr relevant 
provision* in the USA with respect to survivorship would apply 

4 See note 34 tn the text. 


v« the State of Bihar and other* - (SCC IB2, 
Part 1.1992) suggest* that the legal validity 
of such discriminatory custom* is now open 
to question.’* 

Second, although most state* in their land 
reform In w* dealing with owned land do not 
mention the order of devolution at alt.” 
some state* define 'tenants - in very broad 
term* so that the category effectively includes 
interests arising i Hit of all agricultural land, 
as is the case in Uttar Pradesh and Delhi. 
For instance, under the Uuar Pradesh 
Zamindari Abolition and Land Reform* Act 
1950. the devolution rule* mentioned above, 
which favour male lineal descendant*, 
apply to various categories of cultivators: 
Hhumidhar* , 'sirdars' and asamis .**Over 
time, according tnilie Statement of Object* 
and Reasons in the Act. "it is expected that 
the vast majority ofculti valors will become 
bhumidhars Bhuinidharx. however, are 
persons lihalc to pay land revenue to the 
government and not rent Counting them as 
tenants and exempting them from the 
provisions of the Hindu Succession Act 
means that most agricultural land in Uttar 
Pradesh, a state which contains one-sixth of 
the country’s population, is legally 
inh'-riiahlc principally by male*. In the 
l>clhi Land Reforms Act 1954 (Act No 8 
of 1954). likewise the specified order of 
devolution (’which, as noted, favours male 
agnates) applies to both hhumidars and 
as am is. 

(b) Fixation ■> Cm isos and Asst-ssuerr 
is- Si an.i’s Land 

Gender inequalities alsoarisc from land 
reform enactments relating to the fixation 
of ceilings. (This pact of the discussion is 
equally relevant tor non-Hindu ccMYtmuaitie* 
inlndia.)Thcenucimcr' are characterised 
by certain gen-.ml features as follow*. A 
ceiling is fixed in relation to a family unit 
consisting of upto l ive members. Additional 
land is. however, allowed to families of over 
five members, subject to a specified 
maximum. In addition, in most state* adult 
si mis get special consideration (as elaborated 
shortly). Also, usually where the husband 
counts as a unit the wife cannot count as an 
independent unit even where she owns land 
in her own right. In those enactment*, gentler 
inequalities and anomalies arise on at least 
three c» »unt«: imjc. in the definition of ’(amity - , 
two. in the additional allotment* for adult 
sons hut m* adult daughters, and three, m 
not allowing the wile to he counted a* «• 
independent umt where the husband* w 
counted as one 

The definition of ‘family - varies widely 
acmes states. P'or instance (as seen from 
Table ,3), in Delhi. Haryana. Punjab 
Rajasthan. Uttar Pradesh, and Andhra 
Pradesh, the I unity is defined «* constituted 
by the cultivator and his/hct spouse, minor 
son*, and unmameJ minor daughters," In 
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Jj Bihar, Himachal Pradesh. and Madhya 
1 Pradesh it includes the cultivator, higher 
1 spouse and minor children; in Tamil Nadu 
*i it inciudcK the cult i vator and his/her spouse, 
,J minor sons, unmarried daughters, and 
jJ orphaned minor grandsons and orphaned 
h unmarried granddaughters in the male line 
^ of descent. In Kerala it includes the cultivutor. 
f bis/herspouscandunmumedminorciiiklren. 

‘ Moreover, in virtually all the states, adult'' 

| sons (a< iwlcd) receive special cons klcral ion. 

For instance, in Delhi. Haryana. Punjab, and 
s Uttar Pradesh, the parental household can 
hold additional land on account of each adult 
son. subject to a specified maximum. 42 In 
several other slates such as H imachal Pradesh. 
Rajasthan. Bihar. Gu jarat. Madhya Pradesh. 
Maharashtra. Andhra Pradesh, and Tamil 
Nadu, each adult son counts as a separate 
unit and is cm itled to hold a specified extent 
of land in his own right. Only in Kerala do 
both tile unmarried adult son and the un¬ 
married adult duughtcr count us separate units. 

In these enactments, therefore, with the 
exception of a few states such as Jammu and 
Kashmir. West Bengal. Karnataka. Kerala 
andTamilNadu. unmarried adult daughters 
receive no recognition at all; they do not 
count either as part of the family unit or as 
separate units; and m a numhcrol states such 
as Delhi. Haryana. Punjab. Rajasthan. Uttar 
Pradesh, and Andhra Pradesh, married minor 
daughters also receive no recognition. 

Underlying the ceiling specifications is 
clearly the assumption that tlmse who arc 
recognised either as pan of the family unit 
or separately (as with adult sons) will he 
maintained by the land allowed within the 
ceiling regulations Under these enactments 
we thus have an extraordinary-situation where 
most states did not give ;iny consideration, 
when fixing ceilings, for the maintenance 
needs of unmarried adult daughters and 
married minor daughters, while giving 
consideration to all sons, whatever their age 
or marital status. And. as noted, in most 
stales adult sons'receive special recognition 
in that their parents, or they themselves, arc 
entitled to additional land, while adult 
daughters receive no such recognition. 

Although in a state such as Uttar Pradesh, 
it is the tenure holder who is allowed 
additional land on account of adult sons 
rather than the sons themselves, given the 
land devolution rules prevailing there, any 
such land will ultimately pass to the sons. 
Even if we were to assume that married 
daughters would be taken into account in 
their marital homes, the land ceiling rules 
along with the devolution rules in the mate 
leave the unmarried adult daughter out in 
the cold, as llicy do daughters whose 
, marriages break down. The situation in Delhi. 

* Haryana. Himachal Pradesh, and Punjab is 
- Y analogous, 4 ' 

In 1971. following the 1970 Conference 
erf-Chief Ministers on Land Reforms, a 


Central Land Reforms Committee was 
constituted under the chairmanship of the 
union agriculturalminis ter. Itrocommended, 
among other things, that the definition of the 
family should be made uniform across the 
states and include a man and his wife ami 
minor children, with additional land being 
allowed for extra members in excess of five, 
up to a maximum of twice the ceiling limit 
for the family of five members. A high- 
powered committee set up to review these 
recommendations disagreed with them and 
suggested (hat the ceiling should be applied 
to a family of five, consisting of u man and 
his wife and three children (majororminor), 
including any major sons. However, the 
Chief Ministers’ Conference on Ceiling on 
Agricultural Holdings, held in July 1972. 
drawing its guidelines from the 
recommendations of both the above 
committees, laiddown (among other things) 
that a family should he defined as including 
a man, his wife, and minor children, and 
additional land should be granted for 
memhcrsincxccssoffivc.uploamaximum 
of twice the ceiling limit set for a family of 
five members. Further, each major xon 
should he treated as a separate unit. In other 
words, the guidelines incorporated gendcr- 
mcquitablc rules;' 4 And the situation, as it 
stands today, continues to be one where 
there is no uniformity across states on these 
counts and most states continue to have 
gendcr-diseriminatory ceiling laws. 

Over the years, some ofthese ceiling Acts 
have hcen challenged (unsuccessfully) in 
court, one of the grounds for challenging 
tlie/n being that they discriminated against 
women and were therefore unconstitutional. 4 ' 
However, the First Amendment to the 
Constitution of India, enacted in 1951, had 
introduced a device to protect the validity 
of land reform legislation. Under Article 31 b 
it provided that none of the Acts mentioned 
in the Ninth Schedule of the Constitution 
flisted in GOI 1990] could be deemed to 
lx; void on the ground that they infringed 
on the fundamental rights grunted by the 
Constitution of India. V irtuuliy all the noted 
ceiling laws are included in the Ninth 
Schedule, This provision provides a basis 
for dismissing pleas challenging the ceiling 
laws on various grounds, including grounds .’ 
of gender discrimination.** The Andhra 
Pradexh Land Reforms (Ceiling on 
Agricultural Holdings) Act 1972. in fact, 
explicitly mentions in its Explanation to 
Section 4(3); "The constitutionality of 
discriminating against unmarried JmujorJ 
daughters cannot be questioned as the Act 
is now included in the Ninth Schedule to 
the Constitution”. 

The judgment that was delivered when 
The Uttar Pradesh Zamindari Abolition and 
I-and Reforms Act 1950 was challenged in 
the Supreme Court in 1980 is also noteworthy 
for its comments on the gender aspects of 


Hw.Aet* Among the 
challenge were that it duorimmgted againai 
major unmarried daughter* by not providing 
extra land to their father as it did for tidult 
sons; andthatitdiscriminatedagainst wives 
in the fixation of ceilings, by regarding the 
husband as the tenure holder even when the 
wife was the owner. Justice Krishna Iyer 
(although reputed to be an advocate of 
women’s rights) rejected (be pleas in hi. 
judgment. Ho stated; "no submission to 
destroy this measure can be permitted using 
sex discrimination us a means to sabotage 
what is socially desirable" (p 729). While 
admitting that the advantage granted tomujor 
sons and not todaughlerx was discriminatory, 
he nevertheless justified the rule on the 
ground that in effective terms the entire land 
goes to the father as the tenure holder (und 
not to the son) “for feeding this extra mouth" 
(p 729). Presumably adult daughters don’t 
need lo be fed! 

Moreover, the Act’s exclusion of women 
as tenure holders where their husbands are 
also tenure holders was explained away in 
the judgment as "a legislative device for 
simplifying procedural dealings", and the 
judgment stated that: “When all is said and 
done, married women in our villages do 
need their husbands' services and speak 
through them in public places" [SCC 
1980:730], Underlying these justifications 
was .clearly a prioritising of class interests 
at the cost of gender interests; "large land 
holders [cannot | be allowed (ooutwil socially 
imperative land distribution by putting lemale 
discrimination as a mask”|.SCC I980:730| 
Ironically, the land reform programme of the 
government was not successful even in 
significantly redistributing land between ’ 
household*. 4 " 

Another source of gender inequality relates 
to the assessment of ceiling surplus land. 
The holdings of both spouses (if the wife 
loo hax land in her name) are typically 
aggregated in assessing ’family land’. Some 
guidelines on how the amount to he forfeited 
by both spouse* was to be calculated, were 
laid down at the eorlter-mcnlioned Chief 
Ministers’ 1972 Conference on Ceilings on 
Agricultural Holdings. The guidelines 
specified that "where kith the busbund ami 
wife hold lands in their own numes. tl>c two 
will have rights in the properties within the 
ceiling in proportion to the value of die land 
held by each before the application ol |ihcl 
ceiling” (GOJ 1976:41 ]. Also, in the ceiling 
legislation of some south Indian states, land 
in the names of female family member* 
receives some protection, and inTumilNadu 
it is given special und favourable treatment. 4 ' 

In practice, however, there has been 
considerable arbitrariness in deciding how 
much of whose land would he declured 
surplus and forfeited. Often the httshand 
atone has been consulted in this matter. This 
ha* been known 4) lead to the wife’s land 
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Ta»u 3: Ovmtuw or Family ami Twatmwt dr A mat Sommh Lam> Cbuno Law* 
DdlaWoo of Family Trawmeittaf Adult Sous Relevant Act 


fnrthwext India 
Mlu 

Jaryaaa 


iunnchui Pmdcsh 


ammu and Kashmir 


Ujasthan 


Jtlnr Pradesh 


CukivMer. qmure. minor mu 
unmarried minor daughter* 
Cukivtaor, nxntse. minor son*, 
unwarned minor daughter* 

Cultivator. spouse. minor 
children 

Cultivator, spuuse, minor ««*, 
unmarried daughters, some 
mtyor sons' 

CuHivulor. spouse, nuiKir .soils, 
unmarried minor daughters 
Cuktvatoc. sjxnwc. minor sons, 
unmarried minor daughters 

Cultivator. spouse, minor sons, 
unmanned minor daughters 


Kail, west and central Mia 
Dihat (Cultivator, spouse, nunoi 

children 


Cultivator, spouse, tumor Mins, 
unmarried minor daughters; 
widow ut predeceased son. 
orphanod minor graiulson and 
unmarried granddaughter in 
the male line 
(Cultivator, spouse, minor 
children 

(1) Cultivator, spouse, minor 
sons, unmanned uunor 
daughters: or 

(21 Hindu undivided lamtly 


Madhya Pradesh 
Maharashtra 


West Bengal 


.Ynttfii India 
Andhra Pradesh 

Karnataka 


Tamil Nadu 


Family gets additional land 

Family gets additional land if son is 
living with parents; son counts as 
separate unit if living separately 
Separate unit (if sun is dead, his 
widow and children receive the same 
consideration) 


Family gels additional land 

Separate unit (if son ts doud his 
wuiow and children receive the same 
consideration I 

Fanuly given addifional land; and i! 
live son is dead his minor sons or 
unmarried minor daughters (who are 
me tenure holders themselves or who 
hold <2 ha imgaled land) receive the 
.same consideration 

Separate unit 


Separate unit 


Separate unit 
Separaie unit 


HI Testate: each person wla> is 
entitled to a share on partition is 
taken a« holding land separately 
as il llie estate is divided 


('ullivalor. spouse, eluldren. 
except major married stHL- 
separated he!ore Septum- 
her 26, I‘>70. In relation to 
mother, ianuiy include* 
married daughters 
Cukivatm spouse. minor .sons, 
unmamed daughters, and 
some adult sons and their 
families' 

('ullivalor. spouse, minor sons, 
unmamed minor daughters 
('ullivalor. spouse. mi»or 
sons, unmarried dautfaer* 
Cultivator. spouse, unmamed 
minor duldnra 
Cuhivaior. spouse, nunor 
.sons, unmarried daughters; 
and orphaned minor grandsons 
and orphaned unmarried 
granddaughters ta the nude line 


Separate unit 


Unmamed adult sons, and unmamed 


The Dega Land HoidiBgs (Ceiling) Act 1%0 
(Act No 24 ofl960) 

Haryana Ceiling on Holdings Act 197211 taryana Act 
No 26 of 1972). as amended up to 1976 

Himachal Pradesh Ceding on land Holdings Act 1972 
(Act No 19 of 1973) 

Jammu and Kashmir Agrarian Reforms Act 1976 
(Ad No 17 of 1976) 

The Punjab Land Relorms Act 1972 (Punjab Act 
No 10 of 1973) 

Rajasthan Imposition of Ceiling on Agncultural 
Holdings Act 1973 (Rajasthan Act No 11 of 1973) 

The I itlar Pradesh (Imposition of Ceiling on land 
Holdings) Ad 1960 (Uttar Pradesh Act No) rd 1961). 
a* amended up to 1976 


Bihar Umd Reform* (Fixation of Ceilings and 
Acquisition of Surplus Ijmd) Act 1961 t Bihar Act 12 
of 1962) 

The(iuprul Agncultural lands Cerhug An I960 
(Ciujar:" Act No 27 of 1961). a* amended up to 1974 


Madhya Pradesh Ceiling on Agncullurul Holdings 
Act. 1960 (Act No 20 ot 19601, ;i> amended upto 1976 
The Maharashtra Agncuhund land* (Ceding on 
Holdings) Act 1961 (Ad No 27 o) 1961) as amended 
up to 1975 


'llict >n.v«.i Laud Kelor ms Act 1960 ((Java Act No 16 
of I960* 


11a; West Bengal I .amt Reforms Ad 1955 (West Bengal 
Act No 10 of 1956). a« amended up to 1986 


Andhra Pradesh 1 and Reform (Ceding on Agncufcuni 
Holdings) Act 1973 (Act No 1 of 1973; 

Karnataka I .and Reforms Act 1961 (Act No HI id 
1962 L ns amended up to I9K0 
Kerala lewd Reforms Ad 1963 


adult daughters counted as separate unit* (Act No I ot 1964) 


Separate unit 


The Tamil Nadu latnd Reforms (Fixation id Ceik* 
on Land Holding*) Ad 1971 (Act No 5* id 19611 


Notex: I ft excludes major sons separated from the father on or before September i. 1971 and holding land sepandeiy in their own name*. 

2 In Weal Bengal, the family unit is defined as including the following categories «d nduh son* and their tanulies; (I I unmamed «Mr non 
who does mil hold land as aratyal; (2) mumed adult son where neither lie aor his wife nr minor *•* or uanuuned daughter bold Uad ns mtyats: 
(3) the widow of h non where neither thewidow nor her nunor son nr unmarried dm)ghtefhuW land as imyai*; and (4 1 minor son or unmamed 
daughter of a deceased son and hit deceased wife, where the parents did me hold land as raiyatx and the children too do not hold (and .« 
myau. Also an adult unmamed man or wuaun who hat hoot tlmxuod aad has aot renamed counts ax a sepanec unit. provided such a 
pernon is the guardian id a minor son or an unmamed daughter, or both. 
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being forfeited without her having a nay in 
the matter, causing her to lose her primary 
or only source of economic independence. 
Oivcn that no few women in any case have 
land in their own names, this practice has 
compounded existing gender inequalities in 
land rights. In Kerala, for instance, when 
ceiling surplus land was being assessed under 
the land reforms programme in the late 1950s. 
many women asked that llicy be allowed to 
retain their property where their husbands 
hod independent regular sources of income. 
But the demand went unheeded [Saradatnoni 
19X31. 

Cases in which the wife has been able to 
establish her claim are rare. One such was 
a 1986 court case in Orissa, in which (he 
government revenue officer, in assessing 
ceiling surplus land, aggregated the land of 
both spouses as ‘family land', including 
land separately registered in (he wife's name 
and inherited from her father Bui he gave 
notice only lo (he husband as the ‘person 
interested'. The two men settled the matter 
between them, and the wife's land was 
declared surplus. The wife appealed to the 
high court asking that her .separate land be 
excluded from the ceiling surplus, on the 
ground thal since (he land concerned was 
her separate properly she was the ‘person 
. interested' In whom prior notice should have 
been given. This, she argued, would have 
given her a chance lo ask ihe revenue officer 
to let her retain her land and instead declare 
part of her husband's land as surplus. Her 
appeal was accepted hy the court under the 
constitutional principle of ‘natural |usticc' 
Over (he years there have also been explicit 
attempts by some stales In amend the Hindu 
Succession Act of 1956 in such a way as 
to legally exclude daughters from inheriting 
agricultural land. For instance, in 1969. in 
a hill which came before the Punjab 
legislative assembly, it was argued (hat 
daughters should not have a legal share in 
agricultural land (as allowed under the Hindu 
Succession Act) because it would cause 
fragmentation and because they got a dowry 
anyway. This was strongly opposed by 
women in the stale. Tara Ali Baig. then 
president of AIWC. pointed out thal 
fragmentation took place even when sons 
inherited, and that dowry had Ireen legally 
prohibited since 1961 [Mies 1980|. The bill 
was not passed. Othcrf unsuccessful) attempts 
in this direction have been made 
subsequently. For instance. around I979lhe 
Haryana legislature sought to ainc-nd Ihe 
Hindu Succession Act so as lo deprive 
daughters of rights in agricultural property, 
but the president of India refused his assent 
to the amendment." 

Moreover the spccialconsidcration given 
to major sons in fixing land ceilings under 
the land ret < am enactment* is being replicated 
inland resettlement schemes. Forinstance. 
ftO^arat. farming fumtlies displaced by the 


Narmada Valley dam project have been 
promised (at the resettlement site) two 
hectares for each adult son. in addition to 
the two hectares for the family unit as a 
whole, but nothing for adulldaughterx.Thix 
is not only gender-discriminatory but also 
implicitly biased against families with no 
adult sons. As some of the displaced tribars 
at the dam site asked me in 1992: “What 
about those of us who have only adult 
daughters? Don’t we have It' feed them?” 
This project, the largest river valley project 
in south Asia, has been a focus of national 
and intemationafeontroversy and agitation, 
especially around the issue of resettlement. 
The terms of resettlement established here 
are likely to set a precedent for future projects 
involving displacement, making itevenmore 
imperative to correct the gender bias in this 
scheme.^ 

In general, there is a strong case for re¬ 
examining and amending the existing land- 
related laws across the country to ensure 
uniformity and gender equality in rights to 
this critical economic resource Fora start 
this would mean eliminating ex isting gender 
inequalities on al least two counts: (a) in the 
land ceiling laws, and (b) in the devolution 
rules relating to all agricultural land (whether 
under tenancy oi otherwise). 

Ill 

Ijiws Governing Christians and 
Parsis Today 

The 195b H indu Succession Act (as noted) 
covered Sikhs. Buddhists, and Jains under 
the definition of 'Hindu' but excluded Indian 
Christians. Parsis. and other minority 


communities. Tl>e iawti pertaining W 
ChmtiatM and Farsi* in India an briefly 
outlined below, and some of these alsohfvc 
been challenged on ground* of gender 
inequity. 

(l)THBCj«6>-rtANt> 

The laws for Christians (who constituted 
2.4 per cent of Indiu’s population in 1981) 
vary according to domicile for till movable 
property and by location of property in the 
case of immovables. For instance. Christians 
from Goa are governed by the Portuguese 
Civil Code; those from Cochin and 
Travancorc (Kerala) until recently by the 
Cochin Christian Succession Act of 1921. 
and the Travancorc Christian Succession 
Act of 1916. respectively: those in Punjab. 
Haryana and Himachal Pradesh by the 
customary laws of Punjab:' 1 the Christian 
tribal populations ofnortheasl India also by 
their customary laws; and the rest by the 
Indian Succession Act (ISA) of 1925. 
discussed further on. 

Both die Cochin and the Travancorc Acts 
contained significant gender inequalities. 
Under Ihe Travancorc Act. for example, a 
widow ormi'tlier inherited only a litc interest 
in land and other immovable property, whic It 
list had ti> be forfeited on remarriage: and 
a daughter received ‘stridlian’ which was 
fixed at one-fourth the vuluc of Ihe son’s 
inheritance share of Ks 5.(KK). whichever 
was less. Under die ISA of 1925 (Section 
33). however, if a man dies intestate leaving 
lineal descendants, his widow gets one-third 
of his estate, while «oii' and daughters get 
equal shares in the rest. If there are no lineal 


‘I a»i 14: St Msuk'r Tabi r* 

(Agnmltunil land over which male lineal descendants in the nude line of descent liave prettily 
under presently applicable rule.' of devolution' hy stale and teligious groupi 


Stale 

Hindus 

Muslims 

hirsts 

Oinshans 

North trrtl India 
IX'thi 

lilfeettvely 

all agricultural land 

All agricultural land* 

Pt. 

PI. 

Haryana 

Tenancy land 

All agricultural land" 

It 

All agncullural land 1 

HimadiaJ Pradesh 
Jammu and 

Tenancy land 

All agricultural land" 

PI. 

All agncullural land 1 

Kashnur 

Tenuincy land 

renancy land’ 

15. 

15." 

Punjab 

Tenancy lund 

All agncullural land* 

15. 

All ago cultural land 1 

Rajasthan 

15 . 

15 ,*" 

15. 

PI. 

1 Itlar I’radesli 

Klleclively 

all agricultural land 

All agricultural land* 

PI. 

PI. 

hast, n ext end central India 




Bihar 

PL* 

PI." 

PI. 

PI. 

Gujarat 

PI.- 

PI. 11 

PI. 

PI. 

Madhya Pradesh 

Pt. , 

PI. 

PL 

PI. 

Mnhar.islnra 

Pl.‘ 

PL" 

ft 

PI. 

Onssa 

15.' 

PI." 

15. 

15. 

West Bengal 

15/ 

I’L" 

It 

PI, 

South India 

Andhra Pradesh 

PI/ 

PL'* 

11 . 

PI. 

Kant at aka 

PI/ 

PI. ,J 

11 . 

PL 

Kerala 

It* 

It** 

PI. 

PL 

Tamil Nadu 

It’ 

PI.** 

PI, 

PI. 


iCon'd 1 
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Tabu! 4: (Cmttf) 

if:* Ttai*l*M*!We4*lo be read in conjunction with Table 2 nod the diacussioa in the text of 

ihri paper. 

PL In theaestale*. devolution is legislatively Muted to be, ot can ho infeiredlohe. according 
to perxonn) law for all agneultural land [viz, the USA for Hindus, the 5banal for 
Muslims, and the relevant legislation fur Phisis and Christians (as detailed tn the text 
of this paper)]. Also see the televant notes in cadi instance. 

1 No specification of ibe order ot devolution in the tenancy laws, hut the laws state that 
devolution o) occupancy rights sliall lie in Ihe same manner as other immovable 
property, unless custom to the contrary is established. However. Ihe Supreme Court 
ruling in the case of 'Madhu Kishwar and others vs the Slate of Bihar and others' (SSC 
102. Part I, 1992). suggests that (he legal validity of gender discriminatory customs is 
now open In question (lor details .see text and note 3* of this paper) 

2 No specification of devolution rules in tenancy or other land reform legislation; hence 
it can he inferred that devolution is according lo ilie 11SA lor all agricultural land. 

3 For Ihe Bombay region, there is no specification ol devolution rules in tenancy or other 
land reform legislation; lor other regions tenancy legislation suggests that tlkr I ISA will 
apply (see explanatory note No 3 in Table 2 1 . 

4 No specification ot devolution rules in tenancy or other land reform legislation; hence 
ii can be interned ilixi devolution is act urdmg to Ihe USA for all agricultural land. 

9 HSA applies to owned land in the whole ol Andhra Pradesh, as well as to tenancy land 
in the Iclangana area; there is no specification ot devolution niles for tenancy land in 
tenancy legislation lor ihe Andhra area. Hence ii can be interred that devolution is 
according to the USA lor all agricultural land in ihe whole ol Andhra Pradesh. 

6 No specification ol devolution rule* in tenancy or other land reform legislation lienee 
it can he inferred that devolution is according lo ihe HSA. wilh the Act's special 
provisions being appln able lo live patiiliueal Vuuhudin Brahmins and the matnlincat 
conmiuaities ol the state. 

7 No specification ot devolution in tenancy or other land refonn legislation; hence il can 
he interred Ihni devolution is according iu the HSA lor all agricultural land 

Ii Custom favouring male lineal descendants h.cs always been strong in these stale.*; also 
(as noted in Table 2 1 devolution rule* lavounng male lineal heirs are cleaily spec ified 
ill the (enurtal laws ol these stales. I 'nil ke the USA. however. which exempts essentially 
'tenancy rights' from (lie purview ol ihe Act the 1937 Shariat Act exempts ail 
agricultural land from its purview 

‘) For tenancy land tenancy legislation specifics devolniion rules lavouirng male lineal 
descendants. Tor owned land, person.il i,.w .ipplto.'. unless custom to the contrary is 
established (see Section 4 ol Hie Sri I’l.itap I iiuiiiu and Kashmir l-aws ConsolidaliiMi 
Ael 1977 I Act No 4 ol 19 77 |] 

10 Personal law applies to len.uuv land Ala. ihere i. no specilicalion ol ihe order ol 
devoluliun in oilier l.md relorm legidalion I lem e it can tv inferred lhai devolution is 
.VcordingloShan.it law loi ..II agricultural land 

11 No specification ol llie order ol devolution in tenancy or other land refonn legislation, 
but. us noted in fable 2 the tenant v legislation dates licit the devolution nt occupancy 
ugh is shall Iv in ihe sank’ manner a* oilier uiiim.vable property, unless t u-lom to ihe 
contrary esl.ihti.tlwd. Howcwei. Ihe Supreme Court ruling hi Ihe t.ov ol 'M.uthu 
Kishwar and othet* v*the >ial. ol iiili.it and ..thels (SSC IU2 Pari I I9')2|. suggests 
lhai riw legal validity ot eenjei disciinmi..t.<iy cuvioms t* now open i*> question (lor 
detail* see lexi and note tk ol tin * paper) ALo hi liiharllteie wa* uo presumption in 
favour ><( custom even before the passing ot ihe I'H" Shar.ai Act (Mulla I'WH - 7-‘t| 
Hence n can be mteired rival devolution i* according lo the Shanai for all agneulmral 
land. 

12 No.*pec'iliCali.Ki ol devolution rules in tenancy «>i ollvr land relorm legislaiion; also 
theue was no presumption in favour of cu*lom even belote the passing ol .he I'>37 
Sharrni Act [Mulla. IWl);?-')] Hence it can he inferred rival devolution is according to 
thr Shanai lot till agricultural land. 

14 lorilie Bombay region, ilk’re i* no specification of devolution rules in tenancy ot other 
land relorm legislation. I'or the other regions, tenancy Ic-gislanon indvaies ih.ti for 
Muslims, personal law applies. also there was no presumption in favourol custom w en 
before the passing of Ihe |937 Shanai Act |Mulla I'W' * 9| Hence il call be inferred 
that devolution is .a.cording lo Shanai law lor all agneulmral land in the state. 

14 Inthe Andhra region ol Andhra Pradesh, the Muslim Personal I .uw (Shanai) Appliealion 
Act ol |*>37 was amended to include agticultutal land. In ihe pans ot Andhra Pradesh 
which were earlier in former Hyderabad state, custom at variance with Mohammedan 
law was not admrited even before the l’>37 Shariat Act was passed [Mulla 1 *>*»):U [ 

15 In the parts ol Karnalaka which were earlier in former Madras Pnivince. lire Muslim 
Perxosnal I jiw (Shanai) Appliealion Ad ot l')37 *»< amended to include agnvollmal 
land, la the parts ol Karnataka which were earlier in lortuei Hyderabad .siaie. custom of 
variance with Mohammedan law wa* not adinilicjl even before the 1937 Shan* Ad was 
passed [Mulla l<)9U 111. 

ib Muslim Personal l aw (Shaiiatv Application Act «l 1937 was amended to include 
agricullund land 

17 See Sivaramavyu c 1*>7R>. also see 'IVem Singh v LilavatT in AIR (I'l'Ai. Himachal 

Pradesh; 17 

II Personal law implies, unless custom lo the contrary is established [Section 4 ot The 
Sn Pralap Jnmmu and Kashmir Uws t oMoIrdation Act 1977 (Act No4ol I977l| 


descendant*. huf them other Kindred wh > 
arc cligihle (o inherit, the widow get* half 
the estate; and in the absence of hah lineal 
descendants and kindred, she geU the whole 
property 44 There are no restrictions .vn 
testation. 

In 1949 the feirmer princely states of 
Trav aneore and Cochin merged t < i form what 
is termed as the Part-B state of Travancore- 
Cochin within the Indian Union: amt in 1951 
certain Acts prevailing in (lie rest of India 
became applicable to Part-B states. For 
Travancore-Cochin this meant that the ISA 
shoulcTthenccforth have applied. However, 
a court judgment in i 95 A upheld the authority 
of the pre existing Travancore-Cochin 
succession laws lor Christians (viz. the 
OvchmActof 1921 and the Travancore Act 
of 191 A)" It was only in 19X3. more than 
(wound halfdecades lal'cr. that the Travancore 
Act of 191A was challenged m the Supreme 
Court by Mary Roy. a Syri an Christian from 
Travancore andduughlcrof wealthy parents, 
on the ground that it violated the 





constitutional guarantee of equal rights for 
both sexes.** As a result of this petition, in 
19XA the Supreme Court (although it did not 
address the specific issue of gender 
inequality ) held that after Ihe inclusion of 
T ravancorc and Cnclunin flic Indian Union, 
the relevant law governing Christians in 
those regions was the ISA of 1925. By this 
judgment, therefore the Travancore 
Christian Succession Ac) of I9IA (as also 
the Cochin Act of 1921) stand superseded 
by rive ISA of 1925. with retrospective effect 
for 1951 

()ne result i >f this judgment has been that 
daughters and sons can now share equally 
in their lather's property, ihe ludgment mef 
with immediate protest from the Kerala 
Christian community on a number of 
grounds, some long-fanimar lor instance, 
it was argued ihu, inheritance by daughters 
would cause land fragmentation and would 
"open upalloodgatc of litigation and destroy 
ihe ir.idiliona. harmony and goodwill that 
exist in Christian families".'’ (n addition, 
ihere was concern that allowing the Act to 
apply in tetr* vspecttvc effect would invalidate 
bona fide land and money transactions, 
nullify theland ceiling Act under which land 
had been distributed lo the landless, and 
encourage thousandsof Kerala nun* to claim 
their shurcs of ancestral pnvpcrty. Most of 
these fears appear to be unfounded: id any 
case, only intestate ptoporty will be affected. 
After Mary Roy. a fewodaer SynartChristian 
women have filed vases.'* Meanwhile the 
pnMc-st against the Suprefne Court rating has 
liccn supported by the Synod of Christian 
Churches, which conducted a 'pulpit 
campaign’ and arranged legal osnvcl to 
help drafi wills to disinherit female heirs 
[Gandhi and Shah 199!-2471/ ” Attempts to 
overturn the l9JfASupre*ncC\>urt tudgmew. 
in particular that relating to its validity I trim 
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'retrospective effect', continue [Indian 
Express I994). 

(2) The Pars is 

Unlike most communities in Indie, the 
Parsis. governed by the twice-emended 
provisions of the Indian Succession Act 
(ISA) of 1925. have gender egalitarian rules 
of succession today. Before 1991. the ISA. 
as amended specifically for Pursis in 1939, 
was applicable, under which the property of 
male and female intestates devolved 
according to separate rules (Paruck 1977). 
In the deceased man’s property (other than 
agricultural land), the widow and each son 
got double the share of each daughter. If the 
man left behind parents in addition to a 
widow and children, his father received a 
share equal to half that of his son. and his 
mother half that of hts daughter. In 
agricultural land. Ilie devolution was in 
accordance with the Farsi rules of succession 
applicable priorto die I939enactment. Here 
the widow and daughter respectively got 
one-half add one-fourth of what the son got. 
and the parents of the dcccuscd got no land. 
Inadeceased woman's property. the husband, 
son. and daughter got equal shares. Hence 
daughters shared equally, with sons in the 
mother's property hut unequally in the 
father’sproperty. There were no restrictions 
on testation cither by die manor the woman. 

With the passing of the Indian Succession 
(Amendment) Act 1991 (ActNo51 of 19914 
the difference in the succession of male and 
female property among Parsis has been 
removed. Now devolution of intestate 
property of a Parsi male or female is as 
follows, if (he intestate leaves behind a 
widow/widower and children, these heirs 
get equal shares. Where there are no lineal 
descendants and no widow/widower of lineal 
descendants, the widow/widower of the 
deceased gets half the property. And if there 
are no lineal descendants, but there is a 
widow/widower of a lineal descendant, the 
latter gets one-third and the widow/widower 
of tbie deceased gets one-third, the remainder 
going to other relatives. All Indians (except 
in the context mentioned below) can opt out 
of their personal succession laws if they 
have a civil marriage under the Special 
Marriage Act of 1954, or have been married 
under the Special Marriage Act of 1872. or 
if their marriage is registered under the 
Special Marriage Act of 1954, even if it was 
contracted in another way. For such persons, 
the Indian Succession Act ofl 925 applies.* 
under which (as noted) (he widow of an 
intestate male with lineal descendants gels 
a fixed share of one-third in his property and 
his children of both sexes inherit equally in 
the rest.* 1 The exception is that after an 
enactment in 1976. two Hindus (or two 
Buddhist),. Sikhs, or Jains) marrying under 
hjhe Special Marriage Act of 1954 will be 
'%ri*med by the Hindu Succession Act of 


1956. and not by the Indian Succexkon 
Act.* In practice, very few persona opt for 
a civil marriage which would bring them 
under the purview of the ISA (GOI 
1974:114J. 

IV 

Laws Governing Muatfms . 

(1) Soikss-s of Law and Textual Rubs 

The Shariat or Muslim religious law is 
derived from the Koran, the 'surma' (practice 
oCthe Prophet), ‘ijma’ (consensus of opinion 
among the learned of the community) and 
'qiyas' (analogical deduction) [Tyahji 
1968:11. There are two principal schools of 
Islamic law prevalent in India: the Hanafi 
school governing Sunni Muslims and the 
Ithna Ashuri Shiite school governing Shia 
Muslims. Differences in the rules specified 
by these schools stem, in particular, from 
divergence in the acceptance or rejection of 
particular aspects of the sunnu.“ 

Today a vast majority of Muslims in India 
(constituting 11.4percentof the population 
in 1981) as well as those in Pakistan and 
Bangladesh belong to the Sunni sect, and 
are governed by the Hanafi School, while 
a small percentage are Shiites governed 
mostly by the Ithna Ashari School. The 
inheritance rules under both systems arc 
complex, and Since they have been 
excellently spelt out in legal texts they will 
not be detailed here.* 4 The broad aspects of 
the Hanafi School und some differences with 
Shia law are described below. 

Broadly, under Hanafi law. heirs are 
divided into (lute majorcategorics: agnatic 
heirs who are almost all male. Koranic heirs 
who arc mostly Icmalc. and 'distant kindred' 
which includes the blood relations who are 
neither agnatic heirs nor Koranic heirs. The 
'distant kindred' lend to he either women 
or connected to the deceased through a female 
link: e g daughter's children, son’s daughter's 
children, daughters of male agnatic 
collaterals, children of female agnatic 
collaterals, paternal and maternal aunts and 
their children, maternal uncles and their 
children, and so on. These relatives are 
'distant' not necessarily in terms of their 
blood relationship with the deceased, but in 
terms of likelihood of theirever coming into 
a share of the inheritance. The three categories 
of heirs - agnatic heirs. Koranic heirs, and 
distant kindred - tog el her comprise Ihe blood 
relations of the deceased and one relation 
by marriage (namely, the husband or the 
wife). In terms of shares allotted, the implicit 
rule is: "Keep the 'bulk' of the property for 
the (male | Agnatic Heirs... the persons whose 
rights were always reeognised by tribal | pre- 
IslamicJ law. and respect tire Koranic 
provisions by giving specific shuns to the 
persons mentioned in the Koran" |Fyzce 
!974:399|. 


In specific terms, )!* shares of p«?d*ad*r 
bw irndorthe Hanafi schoolsre as follows: 
a daughter who is an only child receives a 
half share of the deceased parent's estate as 
a Koranic portion and is excluded by no 
other heir. If there are two or more daughters 
and no sons, they jointly get a two-thirds 
share which is divided equally among them. 
The presence of ix son who is an agnatic heir, 
however, converts a daughter's right from 
thatof a Koranic heir to an agnatic co-sharer, 
which means she gets half of what the son 
gets. Sons and daughters arc excluded by 
■mother heirs. Similarly a husband and wife, 
as Koranic heirs, are excluded by none: the 
husband receives a one-fourth share of his 
deceased wife’s property if there is a child 
or a son's descendant*, and a half share if 
there are no such heirs. A widow likewise 
receives either one-eighth or one-fourth of 
the husband's estate, depending on whether 
or not there is a child or son's descendants. 
If there is more than one widow, their 
cttl lective shure is one-eighth (or one-fourth, 
as the case may he), xhured equally among 
them. Full sisters and consanguine sisters 
also share as Koranic heirs hut can get 
excluded by male agnatic descendants and 
ascendants, ax can uterine sisters under 
specific circumstances.*' The mother gets a 
basic Koranic share of one-sixth, as does the 
lather. 

The Shia law of succession is noted to 
differ from the Sunni law, especially in the 
following respect:** no relative of the 
deceased malcixexc hided merely on grounds 
on his/her sex or because s/he is related to 
the deceased through a female link. Cognates 
and agnates are placed on an equal footing. 
Hence males and females who are linked to 
the deceased in equal blood ordcgrec inherit 
together, although female shares continue to 
be half those of males. For instance, if thc 
dcccased leaves a son’s son’s son and a 
daughter's daughter, under the Hanafi school 
the former as a male agnatic heir excludes 
the Utter Under the Sbia system the 
daughter’s daughter has precedence, being 
deemed a higher ‘class' of descendant (thai 
is. closer by blood to the deceased), "tyabji 
(1968:897) clarifies the underlying 
differences between the two systems ss 
follows: 

|T]he Hanafi* lake the Quranic alterations 
of the Pre-lslamic customs the rally, and the 
Shiites take them as illustrations of 
underlying principles. The former let the 
substratum of the customary law stand 
unaltered except to the extent to which ii 
is definitely altered by theexptvM provision* 
of Ihe Quran. The .Shiites take each instance 
mentioned in the Quran as speaking not only 
for itself but as indicating Ihe possible 
principle*. 

The Shia system thus has more positive 
implications for women's inheritance. 
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iMfMrtrat. «U rehool* of Islamic 

wiW|flkoMo*}i»wom8n’x inheritance 
ht* in immovable property, although 
(equal to thoaa of men. Thexe right* also 
ve Home degree of protection from 
station. Among the Haoafi Sunni*, for 
suncc, an estate (in full or in part) cannot 
- willed to a heir without the consent of 
l the heirs, but a maximum of a third of 
eestate can he willed to a stranger without 
e consent of the heirs, Under Shia law. 
squeal to heirs or non-heirs of up to a third 
' the property is permitted without the 
mxent of other heir*. 

(2) Custom and thf. Shariat 

In practice, there has been considerable 
storical divergence between the scriptural 
:xt* and local custom* in Muslim women ’ * 
ibcritancc rights, a divergence which has 
;ritical bearing on their rights in agricultural 
nd c veil today. Customs deviated from die 
xtual rules especially in two ways. Inpurts 
f southwest India, a lew Muslim 
immunities (principally the Mappilas of 
erala and the Lakshadweep Hands) 
actiscd matrilineal inhentance filial is 
•operty. including land, passed through (he 
:male line). In the rest ot the sulrcontincnt. 
any Muslims appear to have followed 
jstrunary practices ofiiiheiTtunec sirnilarto 
lose prevalent among die patrilineal Hindus 

i their regitm of residence.' ’ among whom. 

; noted, women s customary rights were 
ighly restricted. This meant eonsidel.iblc 
ivergence from the Shariat, especially in 
rge parts of northwest India, where under 
revailing customs typically (a) a daughter 
’as either intally excluded from (he 
ihertUnce ot any landed property, or came 
;ry low in die ordei ol hens: a widow 
kc wise came low in die order ot fieirs: and 
V) both widow and daughter it they inherited 
xik only a limited interest. rather than an 
hsolutc interest us would have been then 
ue under Islamic law. There wereot course 
tuxlim communities among whom affluent 
undies sometimes gave daughters a share 
f the patrimony urn ter the SliHnat. or 
ccasionally (especially it sonlcss) created 
n endowment ('waqf) (or them, both of 
'hich resulted in *omc Muslim women tnim 
uch families controlling property, including 
jnd IKozlowski |98*4|. But there is little to 
uggext that this was a widespread practice, 
ven among the affluent. 

Attempt* at legal reform during this century 
avc essentially been in die direction of 
verniting custom in favour .if the Shariat, 
n the 1*420* and 1910s Muslim reformers 
'HTcasingly sought to establish the Shariat 
* the ha* i* of Muslim personallaw. Although 
x'tihc at consider at ions largely underlay such. 

ii tempt* at reform, in which women ‘ s k gal 
‘taiu* was ia large part "fly °f symbolic 
mportaure. thi* bad the potential for a 


positive fall-out for women, given the 
recognition accorded to female inlieritance 
nghts in the Shariat.** There wa* a major 
move in this direction when a Muslim 
member of lire Punjab legislature bad a bill 
introduced in the Federal Legislative 
Assembly of Indiacalling for the supersession 
of custom by the Shariat as the basis of 
personal law for all Muslims in undivided 
India[Parashar l992J. w The bill, which wa* 
taken up for comckleration in 1937, generated 
substantial controversy In particular, there 
wvas strong opposition from the landowning 
classes of the Punjab on the ground that the 
hill would ruin agriculturists. 

However, unlike the Hindu Code Bill, 
whose clauses went directly against orthodox 
Hindu opinion, a bill to enforce the Shariat 
- the holy law of Islam - could not be 
opposed openly by the orthodoxy. Indeed 
such a hill could he used as a symbolic 
means of politically affirming Muslim 
identity and solidarity. A number of scholars 
suggest that it was such considerations, rather 
than gender equality, which principally 
motivated the Muslim Ixague to get the 
Muslim Personal Law (Shariat) Application 
Act. I*437.passed.' 1 UnderthcAct.prevailing 
customs or usage were abrogated in favour 
of Muslim personal law (the Shariat), but 
the Act rxplit itlx e.\c faded iixrirullurnl bind 
from its purview, the devolution of which 
would continue to he governed by local 
c Usli im.s. The Act was valid for all Muslims 
of undivided India, except those in Jammu 
and Kashmir While ostensibly meant to 
extend women's property rights, effectively 
the Ad hardly served dial purpose, since 
agricultural land, which constituted the most 
significant form of property held by the 
community, was excluded The Act. 
therefore, served the political purpose of 
affirming Muslim identity, without 
antagonising the powerful Puntabi landlords 

The passage of the 1*437 Shariat Act 
differed from that of the Hindu Code Bill 
(HCB) in at least (wo important respects: 
-one. the shift here was toward and not away 
(torn the scriptures, and therefore the Act 
cnc, wittered less widespread opposition than 
did the HCB. Two, altlioughthe re hurt was 
supported by urban-educated Muslim women 
and some Muslim women's groups. 71 at that 
lime they do not appear to have played the 
kind ot active mobilising and lobbying role 
that was played by the AIWC and other 
predominantly Hindu wutnen' s organisations 
for the codification of Hindu law.” The 
situation changed somewhat after Pakistan 
was formed, with Pakistani women's 
organisations playing a more active role in 
campaigning for women's rights, including 
the reform of Muslim personal law. 

Legal reform affecting Muslim women in 
the subcontinent took different regional 
directkinaafterlndia'smlepcndencein 1947. 
and the country's partition and form at ion of 


Pakistan . An eariyxteptskeo by the Pakistani 
state was the passing of the West Punjab 
Muslim Personal Law (Shariat) Application 
Act of 1948. which included agricultural 
land in it* purview. This Act (like the 1937 
Act) encountered considerable resistance 
from the landlord-dominated West Punjab * 
Provincial Assembly, whose delaying tactic* 
caused several hundred urban-educated 
women to demonstrate outside the assembly 
chambers (Jalal 1991). Two year* later, in 
1950. the province of Sind also amended the 
1937 Shariat Act to include agricultural land. 
But it look another twelve years before the 
West Pakistan Muslim Personal Law 
(Shariat) Application Act of 1*462 Attended 
the Shariat as the basis of personal law to 
the whole of Wc*t Pakistan, except the "Tribal 
Areas’ in the NWFP.” This Act abrogated 
custom as the hasisef law and legally entitled 
Muslim women to inherit agricultural 
property as full owners (and not just as a 
life interest), as prescribed by the Shariat: 
Women leaders and women’s organisation*, 
especially the All Pakistan Women's 
Association, played a significant role in 
pushing for these changes by agitating for 
refotm in family law and against the gender 
inequalities of customary laws.'* For Muslim 
women in Pakistan the 1%2 Shariat Act 
removed one of the main gender disabilities 
embodied in the 1937 Shariat Act. (The 
basic gender incqual ties embedded in 
Islamic inheritance laws (c g. a daughter’s 
share being half lhat of a son) could not, if 
course, be touched ns long as the Shariat wa* 
tile basis of law.) 

These changes did not affect the Muslims 
of Fast Pakistan (now Bangladesh), who 
coni mued to be governed by the 1937 Sbarial 
Act But h*r wor .cn have not been legally 
disadvantaged by the absence of subsequent 
amendments, since even prior to thi* 
enactment custom- at variance with Islamic 
law were not required to be enforced in 
(undivided tBeng al: here the Shariat therefore 
applied also to agricultural land* 

In India loo, the 1937 Shariat Act ho* 
continued to be applicable even after 
independence. Although this is not a 
disability for Muslim women in some state*, 
it is in others (Tabic 4). For instance, in 
1949. Uje Act was amended to include 
agricultural land in Tamil Nadu, ports of 
Kamutaka which fell in former Madras 
Province, and (he Andhra area of Aftdhn 
Pradesh” Kerala followed sub »19*3.’* U 
Maharashtra and Gu|*r*l. a* m the care of 
Bengal (noted above), there wa* no siioag 
presumption i n fa vow of custom oven before 
the Act wa* passed: hence here the Shariat 
rule* could he applied a* agricultural load 
as well.” The same i* true of the pan* of 
Andhra Pradesh and Karnataka which were 
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earlier pari of the former Hyderabad state, 
and where custom at variance with 
Mohammedan law wo* not admitted even 
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pnorlothc I937Sh*riatAcl [Mull# 1990:] 1). 
But in the stoic* of northwest Indio, the Act 
bos not been amended I*»include agricultural 
land, and in most oT these states, such as 
Delhi. Haryana, Himachal Pradesh, Punjab, 
and UttarPVadesh. strong customs governing 
the devolution of agricultural land prevailed 
prior to the Act: and these still govern the 
succession of such land. Under I licsc customs. 
male lineal descendants in the male line of 
descent are typically the first order heirs in 
the inheritance of agricultural land. In these 
states, therefore, severe gender inequalities 
(over and above those already embedded in 
the Shariat) continue to characterise 
succession among Muslims in relation to the 
most important form of property m die 
countryside. And unlike among Hindus. these 
inequalities relate to all agricultural land and 
not only to land under tenancy. 

While the primacy given to custom in 
northwest India has worked to the detriment 
of Muslim women there, so that a shift to 
the Shariat would be a positive step, such 
a shift has had the contrury effect for Indian 
Muslim women belonging to mairilincal 
communities, namely, the Mappilasot north 
Kerala and the Lakshadweep Islands. The 
shift has been gradual. British enactments 
in the early part of lire 20th century tally 
hrought somc categories of Mappila property 
under Islamic law. leaving other categories 
untouched. For instance, in relation to 
undivided joint family estates, the Mappilas 
continued to he governed by the 
Manmutkkalayam laws (similar to those 
governing the Nayars and other mairilincal 
communities of southwest India), which gave 
women primary inheritance rights in ancestral 
property, including land But for property 
that was individual in nalurdh they were- 
subject to the Shariat. Subsequent enactments 
in the 1960s, however, extended the 
jurisdiction of the Shariat to all property 
held hy the Mappilas Tile Mappilla 
Marumakkatbayam (Amendment) Act, 
Kerala Act 32 of 1963, substituted the word 
'Muslim' for Mappila [Dcrrctt I96K; 52H. 
525-30). Under this Act, the share of any 
member of the Mappilajointpropcrty holding 
unit would devolve according to the Shariat 
rather than the matrilincal law. These 
amendments subordinated Mappila women’s 
rights, even in ancestral properly, to those 
of men. 

V 

Summary Comments on 

Women’s lycgal Rights in 
Agricultural Land 

Prior to the 1950s, women of most 
, ■ communities in India had few and restricted 
kSfcgal rights in landed property. Noteworthy 
j ljfl impt ionx were communities (tribal and. 
Wil|Hribal) practising matrilincal or bilateral 
mMnuutce. Today, women have signi¬ 



ficantly greater property rights. %ut some 
critical gender inequalities persist, (heir extent 
varying by region and community. . 

In relation to succession these inequalities 
are of three kinds. First, among several 
religious groups women aw entitled to 
smaller shurex than men. For instance, under 
fslamic law. and under the laws governing 
some categories of Christians, daughters 
inherit only a portion of what the sons do. 
Also under Hindu law in India, the vestiges 
of (he Miutkshara system in many states 
give sons but not daughters rights in certain 
categories ot property. Second, tribal 
communities of the northeastern states 
continue to he governed hy unendified 
customary law under which, among 
patrilineal tribes, women's rights in land are 
severely circumscribed and typically limited 
to usufruct. Third, and most importantly, 
there are specific gender biases pertaining 
to the devolution of agricultural land. For 
example, for Hindus in several stales of 
northwest Indio, the rules of devolution 
specified in various tenancy and other land 
reform enactments give priority to male 
agnatic heirs, and supersede the rules of 
devolution spell out inthe H indu Succession 
Act of 19.56. Similarly for Muslims, again 
in most northwestern states, customary 
practices (and land reform laws) which are 
more gender-unequal than Islamic law 
supersede the latter in relation to the 
inheritance of agricultural land. 

Apart from the inheritance rules, land 
reform enactments contain oilier gender 
inequalities. For instance, m laws pertaining 
to the fixation ot ceilings, many states allow 
additional land to a cultivator on account of 
adult sons, or allow adult sons to directly 
hold such additional land in their own right, 
but adult daughters are given no such 
consideration: and in several stales, 
unmarried adult daughters do not figure 
either as pan of the family unit, or as 
iadependeni units. Again it is (lie slates of 
northwest India which are the worst (although 
in>t the only) offenders on this count. Alsu 
m the assessment (and state appropriation) 
of ceiling surplus land, (lie land of hoih 
spouses is typically aggregated, leaving the 
wife vulnerable in practice to 
disproportionately losing her land.especially 
in the northern states. These ceiling laws 
affect all religious communities 
To bring about gender equality in laws 
pertaining In property, and especially those 
pertaining to agricultural land, these 
inequalities and anomalies will clearly need 
to be addressed. Theirciwnimrutiim violates 
birth the letter and (he principle of gender 
equality that is promised as a fundamental 
right under the Indian Constitution. In 
addition, certain aspects of the laws which 
are not technically gender-discriminatory 
hut become so in practice, need amendment 
For instance, the power of unrestricted 



'•{rib** 

affect non* and daughters equally, but given 
the social bias in favour of endowing males 
it works to women’s disadvantage. There is 
thus a case here for limiting testamentary 
power to protect female heirs. Doing so 
would not be without precedent: a number 
of legal systems in Europe, for instance, also 
restrain testamentary freedom |Sivaramayyu 
1973:64). as does Islamic law. Again, there 
is no concept of community of property after 
marriage under Hindu law. Hence, on 
divorce, a woman gets mi property benefit 
from any direct or indirect economic 
contribution she makes during her marriage 
toward increasing her husband's wealth. 
There is a case here for establishing equal 
rights for both spouses in the ownership and 
control of property acquired by either spouse 
after marriage, and for an equal division of 
such property on divorce. 

Removing the noted legul inequalities is 
likely to involve a continuing process of 
conlestalion and druggie. In this con text, on 


the one hand there have been some significant 
cases, such as those filed hy Mary Roy and 
Madliu Kishwar. By drawing upon 
constitutional guarantees of sex equality w> 
challenge persisting gender inequalities in 
enactments concerning inheritance, these 
cases have opened up yet another chapter 
in the contestation * »ver women' s legal rights 
in land that began almost a century ago. 
[This is important even though (as noted) 
the judgment in Mary Roy' s case evaded the 
issue, and a judgment ill the case filed hy 
Madhu Kish war is still pending.] On the 
other hand, tlie placing of most land reform 
laws beyond challenge on constitutional 
grounds, through (heir inclusion in the Ninth 
Schedule, has taken away a major means of 
changing the gender-unequal land-related 
legislation still prevailing in many states. 

If women uxlay arc to play a significant 
role as law makers and not just us law takers, 
llicii struggle will need to be increasingly 
conducted not only from outside the stale 
apparatus, hut also from within it. Greater 
representation by gender-progressive women 
in tlie legislatures, the judiciary, uml the 
many tiers of the legal machinery, would be 
a necessary part of (hat process, as would 
be the creation of a favourable ideological 
climate, the absence of which Can lead to 
retrogressive shifts, as illustrated especially 
by women's experience under regimes 
dominated by religious fundamentalist forces 
in the subcontinent. 

Moreover, legal restrictions arc only one 
part of the story. Tfic other part (detailed m' 
Agkrwal 1994]relatcstothcmanyf«nnidablc 
obstoclcs that constrain women' from • 
cxenu sing even the legs) rights they currently 
have. FrcVn that perspective, although legal 
transformation is a critical step forward, it 
is only ooe of many steps that must be taken • 
for women's empowerment. 
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[TV* paper drmwi upo* ud extends the 
diaouMoa presented la my book: A Field of 
One's Own: Gender and Land Rights in South 
Asia (1994). 1 owe u immense debt to B 
Slvaramayya, Professor of Law (retd), Delhi 
Uahreoby, for dm time and care be has taken 
hi commenting on several drails of thin paper, 
clarify lag obscure legal points, and directing 
my mtantlOaU> material which! would otherwise 
have missed. However, he bears no 
responsibility'for any erron or omissions that 
may remain. ToLotika Sarfcar ! ungrateful for 
earlier discussions on some aspects. And I than k 
the staff of the Supreme Court judges' library 
(legislation section) for their considerable 
assistance in locating slate-level local acts.) 

1 Parliamentary Debates, September 20.1951 
(see GO] 19S1b:29301. 

2 Parliamentary Debates. February 7. 1951 
[see GOI 1951a:2530]. 

3 The only ground on which the Ninth 
Schedule can be challenged is if it violates 
the "basic structure of the Constitution" 
(GOI 1990:39]. However, there have as yet 
been no dear pronouncement (other than 
on the concept of secularism) on what 
constitutes (he Constitut ion‘s basic smtclure. 

4 The Dayabhaga system, based on a digest 
composed by Jimutavabaua (a Bengali 
brnhmia), held swny mainly in Bengal and 
Assam, and the Mitakshara system, based 
on a commentary on the Yajnavalkya im riti 
by Vijnaneshvara (from south India), held 
sway in the rest of the country. Between the 
13th nnd 16th centuries, the Mtlakshara 

' school branched into four sub-schools which 
came to be known as the Milhila. Bombay. 
Madras, and Benaras schools. These suh- 
schools differed in particulars while being 
hounded by the general principles ot the 
pnrenf doctrines. For discussions on 
women's inheritance rights in property as 
enunciated in shastric lexis prior lo the 
Mitakshara and Dayabhaga lexis, see 
especially Kane (1946), Vishuoi (19*7), 
and Altekar (1956). As the discussions by 
these authors iadicatc. although there were 
some notable differences in ihc approaches 
of different mriti wniers and suhseijuent 
commentators, the inheritance rights granted 
to women in the earlier texts were not more 
than (and typically were less ihani those 
recognised under Mitaksliaia and 
Dayabhaga. The Yagnavallya smnti on 
wWchtheJUifoWuirtfwashased. was amitng 
the more liberal of the smntis. 

5 For these features 1 draw primarily on Kane 
(1946), supplemented by Mayne (1900, 
1953). Altekar (1956). Carroll (1991). and 
MuUa (19(2). 

6 The joint family here is h legal concept aid 
need not coincide wilh joini residence or 
any other aspect of a common household 
economy that may be implied in a 
sociological use of the lerm. 

7 Agnatea an individuals of either sex who 
have descended through the male line and 
trace descent fromacommon male ancestor, 
la other word*, they are so related to the 
deeeaMd that there is no intervening female 
Unit. For instance, a daughter is aa agnate 


but a daughter's cfcHd is not. wttila a aoa'i 
we and son’s daughter an both agnates. A 
cognate, ia the legal lit endure, is defined 
asspenon related to the deceased "through 
one or more female links" [Pyiee 1974:403, 
i n the context of Islamic law] or "not wboOy 
through males" as in The Hindu Succession 
Act [Muila 19(2:913], Heece a daughter’s 
son or daughter's daughter are cognacs. In 
other words, in the legal literature, agaide* 
and cognates are treated as mutually 
exclusive. Ia the anthropological literature, 
however, the category cognates includes 
agnates [see, e g. Fox 1967:49; and Fortes 
1969:267]. la the context of this discussion, 
the legal definition is applicable. 

( The term 'limited estate' (or 'limited 
interest’) is legally used only ia reireion to 
Hindu women. An analogous term, derived 
from English law. is 'life estate' (or ‘life 
interest'). Both terms (viz. limited estate 
and life estate) mean Hut the woman can 
enjoy the properly oaly for life, but there 
are differences in the restrictions on 
transfers. A Hindu woman's limited estate 
did not allow her lo alienate the property, 
except in the .specific restricted contexts 
mentioned above. A life estate meant that 
the worn an could freely Iran sferlbe property, 
viz. lease out, mortgage or sell it, although 
such transactions were only valid for the 
duration of her life [Personal 
communication. B Sivaiumayya 1992|. 

9 Those io whom the property ultimately 
reverted if the present heir died or 
relinquished her/his rights to it. 

10 See discussions in Kane (1946). Mayne 
(1953), and Allckar (1956). 

11 The daughter’s son. unlike the daughter, 
received the property as an absolule estate. 
In the absence of the daughter's son. the 
property went to the deceased man' s parents 
and then lo his brothers and their sons. 

12 See. e g. Baaeriee (1984: 355). firsl 
published in the 1890s. Also see Mayne 
(1953). Kane (1946). nnd Roy (1911). 

1 3 Hence the "daughter appointed as a son" 
appears not to have meant that she inherited 
the estate like a son. hut that her son was 
equivalent to what a son’s son would have 
been. 

14 See especially Kane (1946) and Mavne 
(1953). 

15 Later, under the British, testamentary 
disposition was also expressly recognised. 

16 The undivided estate being referred lo here 
is an estate that may he held jointly, say 
by a man and his brothers. Under 
Dayabhaga. the father and sons were not 
coparceners in a joint estate (as they were 
under Mitakshara), but sons who inherited 
on the father's death could hold their 
inherited property jointly ns coparceners, 
each holding a dearly defined store. Each 
such coparcener had full rights of duposni 
over fata store, and his interest in which, 
while still undivided, could pus on hts 
death to his own heiix, male or female. 

17 F6r details see especially Kaae (1946). 
Baaerjee (19(4). Mayne (1953), Altekar 
<195*) and Taabiafa (1973), all of whom 
•aamine the diversity of views oe these 
aspects and the shifts in these views over 
time. 


1( For more details on the rake played by 

reformers in putting forward Mgai reform ?. 
for tha benefit of women daring this period, | . 
see Agarwal (1994). 

19 Of these the ATWC was the meat psomiaant 

during this period. By the aid-1930a, the 
AfWC and WIA jointly had over 10.000 • 

members [Forbes 190:54). 

20 Apart from national women'sorgMitmlnm. r 
such as the AIWC and the NCWI. local ones 


also emerged during this period, often 
despite considerable male opposition. For 
instance, in the first two decades of the 
twentieth century, u demand far social 
reform grew in Kerala (discussed ia relation 
to the Nayars in Agarwal. 1994). reuse 
Namhudiri Brahmin women formed 
organisations demanding the right of every 
woman-within the community to marry, to 
inherit a store of the property, and to 
education [Alumina 1992]. 

21 For details of the Act see Kaae (1946). 

22 A few slots subsequently (some prior to, 
others soon after i ndependence) passed laws 
extending the Hindu Women's Right to 
Property Act 1937 to include ^ricultunj 
land These included Bihar. Hyderabad. 
Orissa, the United Provinces, and Bombay. 
However, the efficacy of this extension was 
weakened by a clause that such legislation 
would got affect any rule of succession 
prescribed for tenants' tights in agricuhutal 
land by say special law then in force. 

23 See statements by Pandit Lakshmi Koala 
Maitra in the Constituent Assembly of India 
(legislative) Debate., on the Hindu Code, 
March 1. 1949 [GOi. 1949:996-7], 

24 These were The Hindu Marriage Act 1955, 
The Hindu Succession Act 1956. The Hindi 
Minority and Guardianship Act 1956. and 
The Hindu Adoptions and Maintenance Act 
1956. 

25 The Constitution's guarantee of ao 
discrimination on the basis of sex has, ia 
fact, been used lo challenge continued 
gender-related inequalities in property Isms: 
cases in point ate tlxv. tiled by Maty Roy 
and by Madl„< Kishwar. dis c u s s e d taler. 

26 In this state, the lam mu and Kashmir Hindu 
Succession Act. 1956 (Aa No 31 of 1956) 
applies, which (with some modifications) 
contains most of the provisions of the HireAi 
Succession Aa of 1956. 

27 For details of the Act see especially Mafia 
119821. 

2( SeeGOI (19(3). The PlanningCommutMn 
Working Group, set up to examine the legal 
systems of the' northeast, rernmmaadsd 
even in 19(3 that on family, inbentaacn, 
and land laws "there should he as Httie 
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iaterfereace... as possible* [GOI, 19(333]. 
A It hough das tx an advantage Cor w o a rea 
among (be town lineal com ran art i*a off 
Meghalaya and Assam, among prenh a r al 
tribes of the region the customary taws read 
io be gender-inegabtatiare. 

29 Class I heirs rev thane who have the first 
right to the property of the deceased, fat tha 
absence of data I beta other ' d a m n s ' of 
beta follow. 

30 la Paajab. the customary law has ben* 
igihetd. B a rter which a male caaaot wdl 
away his dure of aaceauai a gricuba ral land 
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[Knur Siagh Gtqjaa Singh v Jaggdr Singh 
KeturSingh’, AIR. 1961. Punjab489]. Abo 
Me (be dedsioa on Jogiader Singh v Rebar 
Siagh. AIR (1965), Punjab 407. 

51 For Andhra Pradesh, see Sivaramayya 
(1988); and for Tamil Nadu see The Hindu 
Succession (Tamil Nadu Amendment) Act 
1989 (Act No 1 of 1989). For Maharashtra, 
see the Legislative Assembly Bill No 29 of 
1994 (which, since its enactment, has 
received the assent of the president of 1 odia). 

32 Even in Andhra Pradesh. Tamil Nadu, and 
Maharashtra, some points listed below are 
still applicable. For instance, rights of female 
Class 1 heirs other than daughters, such as 
the widow, can he prejudicially affected if 
the male coparcener renounces his lights in 
the coparcenary property dr converts his 
separate or self-acquired property to 
coparcenary property (as will become clear 
from the discussion that follows). 

33 In UP. although the deceased man's widow 
comes only after all male lineal descendants 
in (he male line, the sonless widow of a male 
lineal descendant counts among the first 
order heirs and inherits her deceased 
husband’s share provided she has not 
remained. 

34 Section 40 of The Andhra Pradesh 
(Telaagana Area) Tenancy and Agricultural 
Lands Act, |950(Acl 21 of |950)saysthu( 
(be tenancy of the proteciixf tenant (ihul is 
the person holding lands as a tenant at the 
commencement of (he Act) will devolve on 
"(a) bis legitimate lineal descendants by 
Mood or adoption; (b) in the absence of any 
such descendants, his widow for so long as 
she does not remarry.” The commentary in 
(his section clarifies that in case of a conflict 
with the Hindu Succession Act of 1956. the 
succession of the separate property of the 
Hindu tenant will be according to (he HS A 
(see The Andhra Pradesh Loral Acts: IH02- 
1991. Vol 16. Asia Law House. Hyderabad, 
pp 101-2 

35 See the cases cited in the commentary to 
Section 40 in the Rajasthan Tenancy Act 
1955 (Act No 3 of 1955); Rajasthan Local 
Acts (1949-701. Vol 16. India Publishing 
House. Jodhpur. 1976. 

36 Forolherregionsof Maharashtra also, there 
is bo clear specification of the order of 
devolution (see note 3 in Table 2). 

37 For Bihar, see the Bibar Tenancy Act 1885 
(Act No 8 of 1885) and the Chula Nagpur 
Tenancy Act 190ft (Bengal Act No 6 of 
1908 r. and for Orissa, see the Onssa Ten ancy 
Act 1913 (B and O Act No 2 of 1913). 

38 In the ahovemeniioned Case, the petitioners 
(Madbu Kishwnr. and women of the I lo and 
Oraon tribes), challenged, under Article 32 
of the CoosOttHiua. the provisions of the 
Chnta Nagpur Tenancy Act of 1901. which 
confines succession to the properl y of certain 
types of occupancy tenants to males in the 
nude line of descent. The petitioners 
contended that tjie provision is 
disenmitunory against women. On us pvt. 
the stale of Bihar pleaded that scheduled 
tribe women in the state could not inherit 
since “by custom prevalent among the 
scheduled tribes a female heir is excluded 
from succession and in cue the law was 
otherwise interpreted or changed and 


property armj allowed to go into the hinds 
of female heirs, thou would be gnat 
agitation and unrest in the Men among the 
scheduled tribe people who have custom- 
based living.* 

However, the judge in the case brought 
in the concept of Hindu law and stated that 
“[women's] exclusion from inheritance 
would not be appropriate*, and asked the 
state of Bihar to re-examine “the feasibility 
of permitting inheritance and simultaneously 
regulating such inheritance for the purpose 
of ensuring that the property does not go 
out of the family by way of transfer or 
otherwise”. II this is done, it would mean 
the overruling of custom to uphold a 
woman’s right of inheritance, although it 
would fall short of upholdiug her full rights 
of transfer over the property, as she would 
have bod under the Hindu Succession Act. 
However, since this 1992 court order, the. 
matter is still pending and judgment has yet 
to be pronounced, even though the case was 
to he disposed of in three months, as per 
the court's ruling in 1992. [It may also be 
noted that the t'hota Nagpur Tenancy Act 
ot 1908 is not included in the Ninth Schedule 
of the Constitution.] 

39 This includes: The Andhra Pradesh Land 
Reforms (Ceilingon Agricultural Holdings) 
Act 1973 (Act No 1 of 1973); The Bihar 
1-and Reforms (Fixation of Ceiling Area 
and Acquisition of Surplus Land) Act 1961 
(Bihar Act No 12 of 1962); The Bihar Land 
Reforms Act 1950 (Bihar Act No 30 of 
1950); The Karnataka Land Reform# Ad 
1961 (Ad No 10 of 1962); The Madhya 
Pradesh Ceiling on Agricultural Holdings 
Act 1960 (No 20of I960); The Maharashtra 
Agricultural l.and* (Ceiling on Holdings) 
Ad 1961 (Ad No 27 of 1961); The Orissa 
I-and Reforms Ad i960 (Onssa Ad No 16 
of 1960); The Punjab Land Reforms Ad 
1972 (Punjab Ad No 10 of 1973); The 
Saurashtra I .and Reforms Ad 1951; The 
Tamil Nadu Land Reforms (Fixadob of 
Ceiling on laiod) Ad 1961 (Ad No 58 of 
1961); The Uttar Pradesh (Imposition of 
Ceilingon 1-and Holdings) Ad I960 (Uttar 
PraJesh Ad No I of 1961); The West Bengal 
Land Reforms Ad 1955 (West Bengal Act 
No I Oof 1956). The Madhya Pradesh Land 
Revenue Code 1959, however, appears to 
he an exception: a# noted, it explicitly 
mentions tire order o< devolution which, 
after the 1961 amendment, is according to 
personal law for hath owned land and land 
under tenancy (also see note 3 in Table 2). 

40 Neither the Uttar Pradesh Zamindari 
Abolition and I-and Reforms Act 1950 
(termed below as UP (ZA L R) Ad) nor earlier 
ads such as the Uttar Pradesh Revenue Ad 
1901 and the Uttar Pradesh Tenancy Ad 

' 1939 give a clear defiailioa of bhumidhar. 
What is indicated, however, is that the 
bhunindhar is a tenure holder w full 
proprietor with permanent heritable and fin 
most cases) transferable rights lo the land, 
and who is liable to payment ofland revenue 
to the government. This last point is dearly 
staled (see S 242 of the UP (ZALRj Act) 
and ibis is what is of most relevance to (be 
present discussion. Sirdv is n landlord or 
under-proprietor or n permanent tenure 


holder who ponMondt air m& .' : wb» 'tan 

bereditsMe right* to the land. Sir U a Mine 

given to village lands cultivated by 
hereditary proprietors or village samiadars 
themselves. An aaaiai is a tenant, eed 
includes non-o ccu pan cy tenants of lead with 
»o stable rights (UP(ZALR) Act). Forfurther 
detail* and definition* me the original Acts; 
also see Srivastava (1976), Sivaramayya 
(1973) and GOl (1976). 

41 I am using the term ’cultivator' here in n 
genera] sense. The actual term used differs 
by state: for instance, in Uttar Pradesh the 
term used is 'tenure holder’. 

42 la Haryana, the allotment for the adult son 
. is made to the parents if the son i* living 

with the parents, but he counts as a separate 
unit if living separately, 

43 A point to note, though, is that in Haryana, 
Himachal Pradesh and Punjab, the 
devolution roles specified in the land reform 
enactment exclude the daughter essentially 
in land under tenancy, while in UP nnd 
Delhi, as noted, they exclude them 
effectively in all agricultural land, because 
of the very broad definition adopted by 
these two stales ou who const Hut e* a' ten not'. 

44 For details of the recommendations made 
by the two committees mentioned and the 
guidelines specified subsequently, see UOl 
(1976:37-39). 

45 Article 14 of the Constitution of India 
promises equality before the law, and Article 
15 prohibits discrimination on the basis of 
sex. etc. Bothconstitutepart of fundamental 
rights [HOI 1990|. 

46 For citations ot some cases challenging the 
Ceiling Acts see: The Haryana Ceiling on 
Land Holdings Act 1972; The Punjab Land 
Reforms Act 1972; The Andhra Pradesh 
Land Reforms (Ceiling on Agricultural 
Holdings) Act 1972: and GOl (1976). 

47 Sec ’Ambika Prasad Mishra v the State of 
UP and Others' in Supreme Court Cases 
(SCC) (19X0): 719). 

48 The literature on this issue is vast, hut see 
especially Fraakel (1978), Joshi (1974), and 
Dasgupla (1977). 

49 For instance, the Andhra Pradesh 1-and 
Reforms (Ceiling on Agricultural Holdings 
Act) 1973, specifics that the extent of land 
surrendered by a female family member 
cannot exceed the proportion of her land to 
the total land held by all members of the 
family unit. Similarly, the Karnataka Land 
Reforms Ad 1961 (Act No 10 of 1962), 
specifies that "the extent of stridhan land 
to he surrendered shall in no case be more 

than the proportion which [nuch] land bears 
to the extent of othar land held by the 
family*. And the Tamil Nadu Land Reforms 
(Fixation of Ceiling on Land) Act 1961 (Act 
No 58 of 1961) gives stridhan land special 
consideration, and allow* female family 
members to bold additional land, over and 
above (be ceiling specified for a family unit 
(subject to a maximum). 

In these acts, stridhan land is basically 
defined as land held by any female family 
member in her own name. 

50 See’KirajWaUPunrfntvTrfMddar.Sambafpor 
and Others', AOt (1986a). Orisan US. 

51 Peraotul Kxanaajcntloi&wnSivaramnyya. 
1992. 
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$2 Tim oHwnrtM (MigHM ‘Mom Report' 
[Moan and Berger (992], hi iu review of 
flm project, aim faUnd U> take (hi* into 
Megan. 

53 See Prem Singh v Utavali* (AIR 1956), 
Himachal Prnrianfa 17. AlsoeeeSivaramayya 
(1971). 

54 !a 1936 Section 33-A wax added to the Act 
giving a widow additional rights if the 

- deceased mm. dying intestate, left no lineal 
descendant*. However, thia section does 
not apply to Iadiaa Christians and several 
other categories ot persons otherwise 
governed by the ISA. 

55 See 'Kurtan Augusty v Devaasy Aley' m 
AIR (1957), Tfavnncore-Coctun l: also see, 
Sivanmayya (1978). 

56 For details or thia case see ‘Mrs Mary Roy 
v the Stale of Kerala and Others’ in AIR 
(1986b), SCX: 1011. 

57 P J Kurien. cited in (iitndbi and Shah 
(1991:247). 

58 Fbr instance, Aley Chacko. an 84-year-old 
Syrian Chriatiaa woman was turned out of 
her ancestral home by her son. who seized 
the 70 cents of land she had been given as 
dowry by her parents. Like Mary Roy, Aley 
Chacko and her five daughters have 
petitioned the Supreme Court of India 
[Manushi 19871. 

59 In Some cases, wills have also been forged 
retrospectively. Arundhatti Roy. Mary Roy's 
daughter, recounted the following example 
to me. Aleykutty Thom men filed a case lor 
her share in her family's property after her 
brother refused to part with it. He forged 
a will which was rejected by the court. In 
1991 she fenced off a put of her brother's 
rubber estate, built a shelter there, and 
daimed she was tapping the rubber, which 
(I was told) protects her from eviction under 
the occupancy laws of ihe stale. She is no.w 
said to be making a significant profit from 
the land. 

6(1 A Hindu male marrying under the Special 
Marriage Act is automatically severed I rum 
the joint family estate. 

61 As noted. Section 33-A of the Act. inserted 
in 1926. gives aome additional advaniagcs 
to widows, but it does not apply to several 
categories of persons, including Indian 
Christians as well as Hindus. Buddhists and 
Inins, whose property would he governed 
by the ISA. 

62 SeeMamagaljiws( Amendment) Ad l')76 
(Act No 68 of 1976). 

63 See the discussion in Fyzee (1974) and 
Sivanmayya (1973). 

64 See, e g, fyroe (1974), Mulla (1990). and 
Tyabji (1968). For * clour exposition, 
accessible lo a genera) reader, also see 
Carmll (1983. 1985). 

65 Foil sinters are daughters from the same set 
of parents. Consanguine re I atumship* result 
when n man has children from two or more 
wives; uterine relationship* result when a 
woman has children from two or more 
husbands [Cwroil 198): 6721 

66 See Tyabji (1968) and Carroll (1985). 

67 FnrinMaacn. the Khojas of northwest India, 
the Cue chi Memons. the Sunni Bohras of 
Gujarat, ihe Moiesiam Girasias of Breach, 
the HaW Maroons M Potbander (Gujarat), 

and mail Mnsliin communities ia the Punjab. 


•re said to have followed load ousts nu of 
inheritance similar lo thoaa foflowad by the 
Hindus, whiohwere at conridenMe variance 
with the Shariat [see Agarwal 1994, for 
details], * 

68 Only slew Punjabi reformers were explicitly 
concerned with women's rights: Gilmartia 
(1981:168)nMntKinstwoby name, including 
a woman - Baji Rashida Lauf. 

69 Just prior to this, the North West frontier 
Province (NWFP) had enacted the North 
West Frontier Province Muslim Personal 
Law (Shariat) Application Act. 1935, 
establishing Ihe Shariat as the basis of 
inheritance roles (among other things) and 
superseding customs prevailing in the 
province. 

70 For a flavour of the debate in the assembly, 
see Jatar el al (eds), (1977:chapter 6). 

71 See.eg,Giimartin (1981). Jala! (1991 land 
Uleef (1990). 

72 For instance, the Anjuman-e-Khawaiin-e- 
Islam (the All-India Muslim Ladies' 
Conference) included women's riglu* lo 
property as one of Us demands and its Punj:ih 
wing supported the Shanat Bill in 1937 
fJalal 1991; Minault 1981], The issue of 
women's (including Muslim women’s) 
property rights had also come up indirectly 
in Ihe 1920* during women's struggle for 
eat ranch) sement. As both Hindu and Muslim 
women pointed out, linking Ihe franchise 
with property and income qualifications 
made for a significant gender gap in electoral 
representation, since few women owned 
property in their own names fEverwi 1979). 

71 The concerns of Muslim women's groups 
dunng the early part of fhis century centred 
primarily on women's education [Minault 
1981; Mumtaz and Sbabeed 1987; I Jleef 
I990J. 

74 The NWFP of Pakistan is administratively 
divided into 'Tribal Areas' and ‘Settled 
Areas' | Atoned 19H0:9-10J. In the Tnbal 
Areas: (a) no criminal or civil procedure 
codes ot Pakistan apply: (h) they- are not 
sul’iecl to taxes or rents of any ki nd;(c) they 
arc federally administered hut arc attached 
to the l*nrvincial Government of the NWFP 
for administrative purposes because of 
geographic and historical reasons; and (d) 
no political parties are allowed, and the 
voting right is reserved for selected groups. 

75 See,cg.Palel(!979),MupKazandShaheed 
(1987), and Rashid (1987). 

76 In Bengal. Agra and Assam, the 1887 
Bengal, Agra and Assam Civil Court* Act 
XII of 1887, along with the Bengal and 
Assam Laws Act. 1905. established that 
Islamic law would prevail on all questions 
relating to succession, inheritance, marriage, 
and any religious usage or institutions, 
except insofar as such law had been altered 
or abolished through legislative enactment 
[Mulla 1990:7J. Also see Tyabji (1968:18) 
sad Paid (1979:5). Personal commaatcatoa* 
from several Bangladeshi legal experts on 
laws affecting women, including Salma 
Sobhaa and Rahta Buyiaa, confirm Bus 
rending. 

77 Sew The Muslim Personal I -aw (Shariat) 
Application (Madras Amendment) Ad 1949 
(Madras Act II cf 1949) Much applies lo 
both Tamil Nadu and pans of Karnataka 
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wader former Madras Prcviace; and (be 
Mnsli in Personal Law (Shariat) App) icatiua 
(Andhra Pradesh) (Andhra Area) 
A mead mem Act. 1949 (Act 18 of 1949). 

78 See the Muslim Personal Law (Shariat) 
Application (Kerala Amendment) Act )963 
(Act 42 of 1963). 

79 See Tyabji (1968:! 8) for Bengal, and Mulla 
(1990:8-9) for Maharashtra and Gujarat 
(earlier in Bombay slate). 
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ifkation of Theory 


Mpaakar Gvpte 

he feminjficatum of theory draws attention to the fact that die 
postmodern insistence on reading everything as text finds its fullest 
efflorescence in the domain of feminist studies. Regardless of gender, 
the postmodern credo encourages a partisanship towards contemporary 
feminist scholarship and a concomitant downgrading of both theory and 
conceptual and disciplinary rigour. 


THE postmodernist denigration of theory 
and of disciplinary grid* as ‘fictions' ,of one 
kind or another, baa significantly influenced 
a wide range of scholarship. But it is in 
contemporary feminist studies, more than 
anywhere else, thit thin intellectual attitude 
has been fully realised True to the post¬ 
modernist credo, feminism today advocates 
‘writing the body ‘ (Vecriturefemmine )where 
depth, metaphor, metonymic play, open 
ended interpretive discourse, poetics, and 
subjectivity displace notions of theory and 
disciplinary boundaries. Without wishing to 
exaggerate, it may well be said that feminist 
scholarship today serve as exemplars of the 
postmodern intellectual condition. 

The impactof postmodernism is somewhat 
akin to what the New Left attempted in the 
1960a. for then too a premium was placed 
on how vociferously one could blame one's 
discipline for past errors. But this similarity 
is a little superficial as the New Left were 
deeply committed to Marxism as a foun¬ 
dational paradigm, even if they did not quite 
respect the disciplinary pretenses of history, 
economics, sociology and so forth. This, 
iowever, was osily a New Left tendency and 
.'eitainly did not embrace in its sweep those 
vho remained, for whatever reason. members 
if the 'old' left In India, old leftists included 
iukhamoy Chakra vaity. KNRaj, Boudhayan 
rhattopadhyaya, D D Kosambi. Susobhan 
iarkar, and a boat of others, against whom 
t would be unfair to allege that their 
ommitment to Marxism blinded them to 
lisciplioary specifics (see BcteiUe 1994). If 
anything, all of them found in Marxism the 

K<^s«jy inspiration to advance the ftvsitters 
if their respective disciplines. 

It is relevant to make this argument for 
mly then can tire impacts postmodernism 
>n con temporary scholarship t>e fully 
inderstood. While both Marxism and 
>°*(modernism attained coltish status at 
lifferam points of time, the groupies and 
•ter acolytes that gathered around these 
livergeat tsmr were act fired by the same 
ntcUecwal m oti va tion. Whtkt Marxists of 
'll hues Mich far essential underlying 
nTncipiaa. thspostroodarnuts believe in the 


dispersal and deferral of meaning, advocat¬ 
ing a play on words to bring out possible 
sub texts, and so forth. This implies that any 
intellectualquest far certitude was tantamount 
to a submission to the falsehoods of meta- 
theory. 

What also needs to be clarified without 
further delay is that gender consciousness 
and feminism, in the generic sense, were not 
absent in Marxism, and indeed found their 
edge with in the con textofits huger theoretical 
problematic. This is evident in as early as 
Marx's German Ideology, as well as in the 
works of .Simone de Beauvoir. Feminism as 
ancntirely alternative conspectus is of much 
later vintage, beginning first with Kate Millet 
and other assorted 'male bashers'. But this 
variant lacked intellectual prestige though it 
served to get things out in the open like never 
before. Bras were burnt, nude marches were 
staged, and dirty words (once the preserve 
of males) began to flow unabashedly from 
the mouths of women. 

All this forced many men to take a bard 
look at themselves, their masculine myths, 
and the role models they bad all along 
enthusiastically emulated. Even so this brand 
of feminism was an intellectual cripple, 
attracting, in the main, mute chain and bangle 
bands. After males were castrated what were 
the women to do: become men themsel vo# 
This was the only viable activist option which 
led women to smoke, drink, frequent male 
strip clubs, and. in some cases, shun men 
altogether. The potentiality of this line of 
action was severely limited for it did notgive 
women what they were in their own right. 
It only made them more like men. and not 
like the best of them either. 

n 

Postmodernism changed all this. While 
feminist activists of the earlier kind had a 
reputation on the streets, the contemporary 
feminists are respected m em bers of the 
academia adorning hood rooms, and pre¬ 
siding over destinies of others - both men 
and women. Their efforts, ambitions, and 
projects sre now eagerly funded by govern 
mem aod private agencies. InaaaoyinMances 
even jobe are specifically designated fur 
W o o ten. Tha Kate Mitietvwiastt of feminism 
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would not have come within a tinted hair's 
breadth of this kind of exalted reputation. 
Women could now go back to being women 
again, but not like the domestic cow of the 
pre-Kate Millet period. This new woman is 
assertive, ambitious, and comfortable coough 
to leave lipstick stains on cigarette filters. 

How was all this consolidated by 
pottmode mism?Itis not as if tbehigh priests 
of postmodernism had feminism in mind 
when they first formulated their views. In 
fact some postmodernists, like Marcus and 
Fischer, are criticised by feminists for their 
patriarchal bias (see Mascia-Lecs. Sharpe 
and Cohen 1969:9-13). The main target of 
the postmodernists is theory, anything 
fpundational, and that is why Marxism is 
their most preferred whipping boy (sec I.actin' 
and Mouffe 1990 ], In fact many early 
postmodernists like Lyotard began their 
intellectual career as Marxists. 
Postmodernism first influenced literary 
studies primarily because its founder. Jacques 
Derrida, dealt primarily in this field. 
Beginning with acritiqueofthosewho looked 
for the real meaning in texts (remember the 
work. What Marx Really Meant). Derrida 
argues that a text docs not belong to the 
original author, or to the firxt reader, but that 
its intended authorial meaning is stolen 
(souffle) the moment the sentence is uttered. 
The Derrick *n negation of the quest for a 
focalised meaning, allows multivocal 
(actually cquivocal)readingsof texts, where 
all meanings, no matter bow capricious, 
whether potential or realised, have the same 
validity. 

Ill 

Different disciplines took to this 
postmodernist postulate in different ways. 
For some converted political scientists this 
meant that all activist options were equally 
legitimate. Some like Richard Rorty believe 
that this is what makes poatmodernim 
intrinsically democratic in character. Aa all 
views are now of equal status, there is no 
Archimedean point from which an ideology 
can be either positively or negatively 
evaluated. Yet. in actual fact, the poat- 
tnodenust antipathy towards Marxist potitks 
u more trenchantly expressed than what tin- 
original starting point should have strictly 
permitted them to- That many of them, tike 
Lyotard and Laclau. were earlier committed 
Marxists, may have been one of the major 
ooctpuUioo* for such Aanmtired distancing. 

Nevertheless, political science offered 
some resist an ce to p ostmode rn ism beca us e 
the real world of power seekers, which i* the 
terrain of political science, is extremely 
focalisod. Enemies, friends, and policies ere 
categorically visua l i s ed, withouttheemflest 
deferral of meaning. The texts of politics 
are. th er efo re, not of the kind where sii 
mtsqwtcntiansareeqoaByfaod.orvabd.No 
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politician can ever riak that, and political 
scientists too muni be sensitive to this 
limitation. 

Some historian)! influenced by the notion 
of the deferral of meaning and the fluidity 
of texts argue that identities in the past were 
not fixed and stable entities. This U supposed 
to be in contrast to contemporary times when 
identities ate much more permanent and 
enduring than what they used lobe. Historians 
have bad an easier lime with postmodernist 
views, for it is quite convenient to sec 
historical documents as texts, and also because 
there are no living people from those times 
who are around to contradict them. Even so. 
the very fact that historians are compelled, 
by the nature of their discipline, to make their 
documents public, goes against the grain of 
postmodernism. As public document* there 
must be a minimum consensus on what it 
is that validates them as relevant data. But. 
as Habermas argues, considerations of 
consensus, no matter how minimal, 
necessarily bring in issues of context and 
inter subjectivity. These in him undermine 
the postmodernist insistence on a fragmented 
epistemological order which, ironically 
enough, has all the markings of a prior ism 
about it In any case, this can at best leave 
the historians as only partial postmodernists. 
But as any postmodernist knows, one cannot 

be • little bit pregnant. 

In anthropology, however, postmodernism 
found a most generous host. The conditions 
in which anthropologists practice their 
discipline is often in isolation from their 
peers. The anthropologist is in some remote 
village, or in some dank and dreary rain 
forest making contact with the •other’. As 
it is entirely up to the anthropologist in the 
field to make sense of this other, and as this 
other is not the routine self of the anthro¬ 
pologist or of the peer group of certified 
anthropologists, there is a lot of scope for 
metaphor, poetry, and literary trope [sec 
Clifford and Marcus 1986: sec also Rabinow 
1977). If the world that the other inhabits 
in distant from our own. and if. with some 
hick, collcgucs from home can be dissuaded 
from visiting the tame place, then that 
particular field becomes the anthropologist's 
private Xanadu. It isup to the anthropologist 
toeboose the method of representation. This 
is why anthropologist* get possessive about 
‘ray village', or ‘my busbmen’. It is said that 
Raymond Firth’s attachment to his field in 
Tikopia was so intense that his department 
earned the sobriquet: ‘We.theTikapiansand 
others’. 

The number of postmodern works in 
anthropology is largely encouraged by this 
inherent character of the discipline, and the 
manner in which it is reproduced. The most 
important feature seems to be able to make 
the subject of analysis as subjective as 
||.-po**ib)e. Neithcrbistory, nor pnflticat science 
|£«au go as far as anthropology in this regard, 
serffeonomic* has so far not even entertained 
fabe idea. So of all the social sciences, it ix 


man thropology that the postmodern tendency 
is the strongest. It is therefore not at all 
surprising that feminists should borrow freely 
from this discipline, either from within or 
from without. 

IV 

Interestingly it is also in anthropology, or 
social anthropology (as taught in most 
sociology departments in India), where the 
‘blame yourown discipline' syndrome seems 
to be the strongest today. As mentioned 
earlier, to a great extent this is an outcome 
of the fact that the field often (ones its 
objectivity in anthropological investigations. 
As nobody else is likely to ever go to the 
same kxak.iT as nobody from the department 
can question the veracity of the findings, the 
field really becomes a personal possession, 
above questioning. This is also why it is 
possible to argue. as some indeed have done, 
that there is no such thing called 'society', 
for all concepts of this order, pace 
postmodernism, are creations of the mind, 
and hence, 'fictions'. 

But this immediately leads to objections. 
Society is not a word that only those who 
go to Bongo Bongo employ with respect to 
the local residents. It is also a term that urban 
and industrial sociologists use; it is also used 
by economists and demographers: it is 
employed in addition by lay persons, 
politicians, members of thccivil society, and 
so forth. The term society cannot therefore 
become one's individual preserve the way 
Tikopia or Samoa can he. To make matters 
more difficult there are now enough people 
in ‘Bongo Bongo’ who are writing about 
themselves and can also read what other 
people have written about them. There is 
unprecedented scope now for tbc subject* to 
talk back. In this way the anthropologists' 
capricious monopoly of the field docs not 
always go unchallenged. 

It is for this reason that sociology (and 
social anthropology), contrary to the general 
impression, is a very difficult subject to 
practice. Unhke economics, or history, or 
political science whose field can be 
objectified, in sociology it is up to the scholar 
concerned to come up with arese arch agenda 
which is above the level of interesting gossip 
or privatised obsessioo/vision. For, in the 
ultimate analysis, a discipline can perpetuate 
itself a* one only if its practitioners can rise 
above pure subjectivity. It is only then that 
the minimum conditions of arriving at 
consensus are present, whether or not the 
consensus is actually arrived at. In this sense 
then a tendency that privatises the ob^ct of 
analysis can only do so on pain of under¬ 
mining disciplinary spccifics.Nomatfcr bow 
attractive it might appear to knock down 
disciplines, the truth is that objective con¬ 
sensus cannot be arrived at without disci¬ 
plinary grids. 

In my view this is why theories are 
important too. Theories force the subjective 
to come out in the open and communicate 


with others in a situation of sfcnolatad 
objectivity. Simulated boeaosa nothing is 
objective in the absolute sense of the tent, 
but it isstiB possible to agree oo the legitimacy 
of certain kinds of facts which are above the 
strictly personal and can thus be obtained 
without recourse to poetry, metaphor, or 
trope. This is also why theories aet out in 
advance their areas of competence, as also 
the order of facts necessary for their 
demonstration. But no theory liwa in its own 
worid, but has to contest with other theories. 
If this contest is held in terms of 
incommensurable qualities then no advance, 
no communication, and no consensus can 
ever be conceived. A theory is a theory 
because it is open to other theories, and, dc 
jure, willing to retreat if the agreed upon 
order of facts are openly hostile to it. 

While it is true that one brand of 
anthropology openly flouts theory in favour 
of poetics, the concept of society. as discussed 
earlier, cannot be dismissed quite that easily 
ss 'fiction'. Thus while most branches of 
social sciences were influenced by 
postmodernism, it was difficult in all cases 
to yield completely to postmodernist 
directives. Except feminist studies! 

V . 

Feminist studies today are clones! to 
postmodernism in spirit than probably what 
moat feminist might be consciously aware 
of [ see Heckman 1990]. Spi vak, for example, 
points out that her reading of Lacan is the 
same as that of Jacqueline Rose, though tbc 
former is an out and out Dcrridcan. and tbc 
latter is perhaps a structuralist [Spivak 
1989:208). Ax is commonly acknowledged, 
it was thedisenchanment with Marxism, and 
the failure of so-called Marxist regimes, that 
gave postmodernism its appeal. Feminism 
too was struggling for recognition around 
the same time, for Marxism was till then its 
principal theoretical support. When the 
credibility of Marxism collapsed, feminism 
was left with no post to lean against. In the 
meanwhile, however, with the process of 
secularisation women were making great 
strides in different walks of life, without,. 
however, being aide to challenge the drfacur 
domination of patriarchal ideologies. That 
men had begun to be pushed back in a variety 
of field* was obvious, and Bctcjlie has recently 
remarked on this trend with respect to the 
academia (Bctcilk 1994). Bui it is not only 
in universities, but elsewhere too. though 
perhaps less noticeably, that women aw 
beginning to come into their own. Yet 
everywhere they encountered a troublesome 
resistance from the pervasiveness of • 
patriarchal mind-set which seamed so 
anacfaroniaitc. 

Neither could Kate Millet, or her official 
think-alikes, be dusted out of the cupboard, 
for that too would be a trifle machronist*- 
At this point postmodernism showed the 
way, and fetpiiaktt stadias res ponde d to all 
its cues with alacrity, When the post- 



nvM^RmUuid tot ari aa ce mw basically 

mrtatheiXypcxzqwuidycharniflgt^ 
the feminist; matched It by arguing that the 
theoretical articulation a, a* nay thorn of 
Freud JWhitford 19*9] or of Lacan [Spivalt 
19&9], or Descartes (Bonk) 1986) were 
haaically phaUologocentric in character. The 
fit between contemporary feminiam and post¬ 
modernism ia beat expressed in the pages of 
Signs, the moat prestigious journal today on 
the subject of gender studies. 

The theories that the feminists took up for 
scrutiny were, in their eyes, not just fictions, 
but male fantasies. As Sandra Harding says 
without mincing words: "...theorising itself 
is suspiciously patriarchal, for it assumes 
separations between the knewer and tbe 
known, subject and object ..."(Harding 
1986:647]. Social theories thus faced the 
possibility of being doubly damned in tbe 
hands of feminists. The more opprobrium 
one could heap on a hated object, the more 
definite one could be lhalit would die writhing 
in disrepute. 

The next step was u> make the feminine 
body analogous to the Detridcan text Unlike 
the feminists of the past who wanted to 1* 
like men, their contemporary countctparts 
realised that somehow that missed the point 
The male model was not as liberating as they 
thought it would be. Then: was something 
about being a woman which was not just 
mascot inity den ted Sc Icnce too wa s pumping 
away with information along these lines, 
demonstrating that the differences in gender 
is not always an outcome of socialisation. 
When women frequent male strip joints they 
loudly laugh and cheer during the show This 
is quite in contrast to the hushed silence 
among men when a female stripper is belting 
u>r unbelting) ber stuff. The men look at (he 
show in numbed silence. They cheer only 
after tbe show ia over, but never without it 
significant pause when they are collecting 
themselves. That women art not a mirror 
unageof mcn'iscleariy demonstrated through 
this one illustration. Tbe dissatisfaction with 
the male model was being increasingly felt 
by contemporary women, and that is why the 
Derridean notion of a text was so quickly 
seized by tbcm to substantiate their singularity 
and difference. 


VI 

Luce Irigaray, a leading feminist scholar, 
reflect* upon this situation in tbe following 
way. After demonstrating the pballocentric 
hmitationsofmafc views of female sexuality 
where tbe woman ia passive, something to 
tic enjoyed by others but never enjoying 
herself, aba goes on to demonstrate how the 

sexual dutribution of erogenous zones makes 

for the different ways in which men and 

W'xneotbudk.Fcr men etx is foetdtsed around 

4 pre-eminent organ whose satisfaction is 
Primary. A wumanon the other hand “hat rex 
organs mon er Ust everywhere" (Irigaray 
1983:21; acapbaait in original). She goes on 
to say: "Even If we refrain from Invoking 
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the hystoricisation of her entire body, tbe 
geography of her pleasure is far more 
diversified, more complex, more subtle, than 
is commonly imagined..."(ibid). 

But this distribution of erogenous rones 
is not just relevant in terms of female sexual 
pleasure, but also accouhtsfor the way women 
think, talk, and generally present themselves 
As they lack a foealised competence in sex, 
and as their sexual topography is distributed, 
women also appear tomen to be "whimsical, 
incomprehensible, agitated, capricious...not 
to mention her language, in which 'she* sets 
off ui all directions leaving 'him’ unable to 
discern the coherence of any meanmg. Hers 
are contradictory words, somewhat mad from 
the standpoint of reason, inaudible for 
whoever listens to them with ready-made 
grids, with a fully elaborated code in hand” 
(ibid:28-29). Little wonder then why men 
continue to misunderstand women. Men 
function with a localised ‘grid’, much the 
same way as they have foealised sex. whereas 
women say a word he re. stray away eLse where, 
return again hut never in an identical fashion, 
but just ‘touches upon’ (ibid:29). and then 
breaks off and starts again “at ‘zero': her 
body sex” (ihid:29). 

This may sound very much like a rehash 
ot ‘anatomy is destiny’, but the express 
purpose is of a very different order. The 
woman's body i* quite explicitly like a 
Derridcan text in more ways than one. 
There is no privileged single point of 
pleasure, but that there are several points 
and they are dispersed all over. No one zone 
is erogcnously superior to the other, and all 
of them have roughly the same status. This 
is analogous to the Derridean view that texts 
can have different meanings and that no one 
meuning can enjoy pre-eminence over tbe 
others. And like Derrida who argue* that 
writing, as in all texts, leaves behind an 
arrhr. or a trace of past inscriptions, so also 
docs Irigaray contend, that when women say 
something it is not identical with anything 
they might have said before, except just to 
‘touch upon ’ earlier ground. These qualities 
in a woman arc peculiar to her and are of 
a piece with her sexual topography. 

VII 

This brings us to the next characteristic 
feature of contemporary feminist studies. 
This has to do with the tendency to make 
women so distinctly unique that general 
methods of intersubjective enquiry are 
rendered meaningless. As feminist studies 
clearly privilege tbe female 'voice', 
inleraubjcctivity is methodologically and 
purposively curtailed. But tmenubjactivity 

aataifed bin essence in teou4cctivity denied. 

which is why feminists have succeeded so 
wen in c onvert in g tbe woman and ber acx 
into a D er ride an text (see Mot 1983: also 
Berg 1991:33]. 

Contrast (hi* with the mixed reception that 
poetmodete acahropoiogirti received in tbeir 



attempts to privatise die field and insulate 
itfrom in tenm bjectivity. As may be recalled, 
this was largely because the concept of society 
could not be unequivocally made into » 
Derridean text In postmodern understanding, 
a text is open to equivocality and. therefore, 
(here is no question of getting to the ‘truth'. 
Feminists, likewise, reject the possibility of 
‘truth’, and believe that a normal science 
paradigm which demands inter subjectivity 
is no better than a patriarchal delusion 
(Harding 1986:649]. According to Harding, 
feminist categories should necessarily be 
‘unstable’ (ibid), xo that epistemological 
problems can be "resi lived by appeals to the 
authority oj the body" (Hawkesworth 
1989:547; emphasis mine]: the female body, 
no doubt. Therefore, it is no lunger possible 
in comment on this text from the outside, 
tor how does anyone but a woman know 
what it is to have a dispersed sexual 
topograpby?This is why women should write 
about themselves - / ecriture feminine 
[Mascta-Lees. Sharpe and Cohen: 1989:13] 

- for it is the uniqueness of their experi¬ 
ence which is most critical (Hawkcs- 
worth 1989:544J. It is only through the 
“...knowledge that we ourselves produce" 
(Nash 1994:69]. that the “heterosexual 
matrix' (Butler 1990:145] can be dismantled. 

vm 

Thus apart from Irigaray'. ralbcrextrcme, 
but nevertheless singularly influential 
vulvomorphism’ (Berg 1991:56], tbe 
subjective Icxtualising of the female body is 
widely subscribed to by several mainline 
feminists. In textualisings of this sort there 
is no scope toreach consensus, or even begin 
a discussion with those who are of a different 
sex. As methodological relativism too is 
suspiciously 'androcentric' (Harding 
1987:10] in nature, there are n. grounds for 
upholding separate v .hies cither-one male, 
anothcrfemalc. There is therefore unlimited 
metonymy of feminine expression and 
experience, but all of these are well outside 
the reach of inlet-subjectivity. This situation 
resembles Lacan’s notion of jouissance 
(Lacan 1977) When a dyadic face off (in this 
case between the sexes) continues cwUeady 
without any resolution. Of coarse. Lacan 
saw this as a pathological phenomenon, bat 
for tbe feminists this it a desired state of 
affairs. Even Dorothy Smith, who is a 
somewhat unusual feminist because she has 



not yet abandoned objectivity entirely. 5 

nevertheless also rextuaiises the hody lnher $ 

view it is the ‘insider’s knowledge’ of a 
woman that can done successfully expose vf 
the power play in traditional social practice* | 

which invariably, without exception, echo : 

the male voice (Smith 1990], Togo back to ? 

irigaray. there is a significant Inti: in the ,« 
female imaginary, which is why she argue* 
that tbe mother-daughter r el ationsh ip has t 

renMm dansymboliaed [irigaray 1985:114). £ 

In ber view this is in atari: contrast to tie £ 
mmcuimsdo tiiatc wbe wrym bohx re tslatbly C 
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j't developed. It (eeow quite justified then to. 
1: condemn ell varieties of established social 

f« practice* ** representing the male voice. Tbe 

; female voice, to go back to Irigaray. lies 
scattered in 'scraps' and ‘uncollecteddebris’ 
(ibid). 

When Simone de Beauvoir wrote about 
women in The Second Sex, it is true that she 
pointed out, among other things, to the 
biological differences between men and 
women. But her intention was not to smdsh 
the ‘heterosexual matrix’ as it was to bring 
about a more meaningful communication 
between tbe sexes. The fact that a woman’s 
body is burdened by reproductive organs, 
while men travel comparatively light, isdwelt 
upon by dc Beauvoir to demonstrate the 
specific problems of womanhood, but not in 
a fashion that separates feminine 
comprehension from those of men. The 
contemporary high feminist mode of 
argument is however inherently different If 
women's bodies are like texts then not only 
does it imply that women cannot be 
apprehended by theory, but also that it is 
important to be a woman to know a woman, 
who in turn is never fully knowablc. 

IX 

Where does this leave men? It is not as 
if feminists today are made up of women 
alone. There are a large number of men who 
are feminists and the number is increasing. 

It may seem surprising that this is so. but 
male partisanship with feminist studies 
actually stems from their postmodern 
inclinations. And as postmodernism has found 
its fullest expression in feminist scholarship 
these men naturally gravitate in thatdirection. 
Yet amancannot be a woman with a woman’s 
sensitivities. It is not surprising then that the 
men who want to be feminists wear such 
pained and anguished looks, which they 
attempt to pass off as concern. This is hardly 
convincing especially since the women are 
so upbeat, especially after having converted 
their own bodies to texts which is 
unpenetrable by theory. 

Thus being left on the outside by the very 
nature of tbe ‘text’, makes these concerned 
men passive and unable to link with neither 
women nor with other men. Tbeae men have 
also given up theory, or feminified it 
sufficiently to justify that texts can only be 
deconstructed. As their own bodies, arc 
notoriously focalised they can only 
vicariously, and thus incompletely, parbapatc 
in something that the women do fully, even 
joyously! Men respond under this pressure 
by suspending judgment. So that if a man's 
wife, or girt friend, or mother, calls him a 
chauvinist, be would slink into his hole and 
lick his wounds in shameful solitude. As 
- Robert Bly says, if such a nun “were a 
bullfighter, he would remain where be was 
. when the bull charges, wootd not even wave 
/ Bjhdfeiftor turn hia body, and the born would 
go directly in. After each fight friends have 


lo carry him oe their dtoaldera to the bocpitaT 
(Bly 1992:63], 

As the subject of feminist, or gender studies, 
has now been transformed hfto a text, the 
inclination quite naturally is to study women 
in only highly stylised situations. This is 
what makes it even more painful for the men 
in this group. Feminist scholarship will 
typically ignore those areas where women 
interface with men. Feminists are not 
interested in investigating women 
entrepreneurs, nor do they want to study 
models and the fashion industry, nor the 
world of prostitutes and of tbe boudoir. 
Perhaps because in all these sreaa men are 
present in very significant, and even in 
complementary ways. As men are intrinsically 
a pail of such scenarios it undermines the 
femininisu’ freedom to textualisc the body. 

Feminist studies are, therefore, largely 
about bow women give life, about bow they 
know about life, about childbirth, about 
menstruation, about suffering without 
adequate symbols, or even about the joys of 
lesbianism. In none of these can men make 
any contribution, for these themes when not 
biologically tied to women, ate made 
analogous to the body. Giving life is after 
all a wondrous process, as open ended as the 
female sexual topography. When men enter 
the picture in such women's studies they do 
so as objects of hate. They are wife beaten, 
wife burners, cruel fathers, and untrustworthy 
companions. That is why e very tn an who ha* 
first sold himself to postmodernism in a fit 
of anti-Marxist euphoria, and then by the 
principle of elective affinity sides with 
contemporary feminism, can never be too 
sure when that slightest slip will show him 
up a* a chauvinist. Such a person is peren¬ 
nially afraid, hut there is no out here! As 
feminist studies have been the most success¬ 
ful carriers of the 'textual' revolution, men 
must wear that pained look and carry it off 
like martyrs. 

Those other women, who arc neither 
postmodernists in the complete sense of the 
term, nor feminists, and whoexamine women 
in fields other than life, birth, wife battering, 
etc, find themselves outside this charmed 
feminist notoriety, in spite of their correct 
- gender. These women function in a world 
of theory and of intersubjectivity, where 
comprehension of the subject matter does 
not have to depend upon privileged access 
made available by birth and biology. This 
is why this paper is called the feminification 
of Ihcmy. and not the fcmininisalkmof tbeoiy. 
This is to signal the fact that there are lots 
of anguished men in feminist circle^ and a 
lot of confidenl women outside it. The 
feminification of theory draws attention to 
the fact that the postmodern insistence of 
leading everything as text finds its fullest 
efflorescence in the domain of feminist 
studies. Regardless of gender.thepoatmodant 
credo encourages a partisanship towards 
contemporary feminist scholarship, and a 
concomitant downgrading of both theory 




tendency can beextnapfiMfrom the nridags 
of someone (flee Julia Kristeva. $be began 
her career aa a structuralist, but was also a 
bit feminist on the tide. Her snbeeqneot 
trsnaitknlo postmodernism give her feminist 
inclinations frill wing. This is why she can 
now calmly proclaim that the category 
‘woman* is a fiction [Kristeva 1966], without 
ever consulting the men about h. 
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bis book What Is History'! pul’.-d.cd m 
A , E H Carr had remarked ihm "the more 
liologicalhistory becomes, a:«J the more 
orical sociology, the better it is for both". 

'C years later, an Indonesian scholar more 
irply focused on the relationship between 
two disciplines, writing that "the one 
iject matter which certainly does exhibit 
actual or potential interdependence of 
tory and sociology is the social move¬ 
nt". This was Sartono Kartodirdjo. in the 
•.face to his great work.. The Peasants' 
volt of Banten in lHHfl. Sartono’s book, 
ich anticipated by a decade and a half the 
thodological concerns and research 
:nda of the subaltern studies movement, 
s to provide stunning proof of the 
:cntial interdependence of history and 
iology 

do not know whether Sartono had read 
3 Can. or whether 1) N Dhanagare has 
d Sartono. But Dhanagarc s book. Peas- 
Movements in India which appeared in 
13, likewise used the social movement to 
ectivcly bring together two disciplines 
t, in the Indian context, previously had 
Ic to do with each other Dhanagare is, 
course, a sociologist, In the same year. 

J .3, was published Ranaiit Guh.i s fclr- 
nlarv Aspects of Peas,in: Insurgent v in 
ha, which represented the first sustained 
smpt by a historian of India to use the 
icepts and findings of sociology and social 
hropology. The simultaneous puhlica- 
n of these two books then seemed a hope I u I 
jury for the future Yclatioivs between 
tory and sociology (an ispiimism that, in 
inspect, seems to have been misplaced). 
Jhanagarc’s new fsxik brings together 
■ays written between I9R0 and 19U0. 
though disparate in style, length, and 
iject matter, all dc al. t n one way or another, 
th the practice of sociology ill India, 
lanagare defines himself as an ‘outsider 
thin'. that is. a sociologist who was trained 
i in the major centres of Delhi, Lucknow 
J Bombay but in the backwater that is 
spur. It struck me that both S C Dube 
i Ashis Nandy. who have likewise made 
potianlc«mlribution* to Indian sociology, 
re also trained in Nagpur - a connection 
lanagare might have commented upon, 
rhaps there is a case to be made that the 
y which is closest to the geographical 
itre of India should henceforth be win¬ 
tered » fourth centre' of sociological 
eaieb. 


But Dhanagare is an outsider within 
Indian sociology in anuthcr sense too. His 
chosen topics of research, social movements 
and social conflict, have been more than 
marginal to the discipline. As he notes wryly, 
"however eminent an Indian sociologist 
might he 'the sociology establishment' in 
India rarely considered him literate enough 
lobe invited to seminars if he had not studied 
cither kinship structure', ‘caste' or at least 
a 'village' ”, 

The essays in this book fall neatly into two 
groups. One sel of shorter essays offer 
general, and more or less unmediated reflec¬ 
tions on the author's discipline; a second set 
of longer and (to this reader) more satisfying 
ones use specific individuals and spheres of 
research to comment on the state of socio¬ 
logy. In the first group fall Chapter 2. a sort 
of manifesto, first published in Seminar. 
which asks sociologists to hecome more 
committed, to study social transformation 
from the perspective of the masses rather 
than the elite; Chapter 4. which uses anal¬ 
ogies from the natural sciences to point to 
the possibilities of interdisciplinary work; 
and Chapter R. on the relevance of socio¬ 
logy. which begins with a plea for methodo¬ 
logical pluralism and ends by noting the 
ci mfradictory influence of the state and action 
gt« /go on research agendas. 

Chapter 3. the first of the longer essays, 
provides a historical survey of the develop¬ 
ment of sociology and social anthropology 
in India. The account is thorough and rea¬ 
sonably complete, ami (as an admirer of the 
man) I was especially pleased by the 
acknowledgement that Kadhakamal 
Mukherjce "was the pioneer of a 
transdisciplinary approach in Indian social 
science". This narrative follows previous 
surveys in tracing the development of a 
discipline through the founding of univer¬ 
sity departments of sociology and the Me 
played by influential teachers within them. 
That is its strength and perhaps also its 
weakness. Thus Dhanagare, like his prcde- 
ecsssors. pays little attention toscholars who 
were, in terms of their institutional location, 
‘outsiders within' or even ’outsiders out¬ 
side', and yet made significant scholarly 
contributions. I think especially of N K 
Bose, who gets one fleeting mention here, 
and VetrierElwin and Patrick Oeddes, who 
are not mentioned at all (the latter despite 
having been, briefly, the first Profe ss or of 
Sociology in India). 


Chapter S. first published in the Socio¬ 
logical Bulletin, introduces the ideas and 
work of the latcDDKosambi to an audience 
of sociologists. This is a clear presentation 
of Kosambi as a creative historian wboused 
a Marxist approach without mechanically 
following the master - thus his abrupt, and 
justified, dismissal of Marx's notion of 
the Asiatic Mode of Production. Dhana¬ 
garc identifies the source of Kosambi's 
creativity in bis conviction that “neither 
Indian scriptures nor Marxism are sacro¬ 
sanct". He also points, perceptively, to the 
contrast between the historian's brilliant 
analysis of ancient and medieval India 
and his unoriginal comments on the 
‘bourgeois' epoch of Indian history - un¬ 
original because they appear to be derived 
from the work of R P I)utl, a vastly inferior 
thinker. 

Chapter f> provides an extended assess¬ 
ment of Ranajit Guha's work on peasant 
insurgency. “In the din over the polemical 
aspects of the concept of 'subaltcrnity' 
writes Dhanagare, "the deeper insights and 
distinct analytical approach Cuba's own 
study has offered have been lost sight of'. 
For. the value ofGuha’s paradigmatic forms 
of insurgency - negation, ambiguity, mo¬ 
dality. solidarity, transmit ..ion, and territo¬ 
riality - "remain* undimimshcd regardless 
of whether wc accept or eliminate the 'sub¬ 
altern’ concept from his framework". This 
is unexceptionable; 'subaltern’ is a polem¬ 
ical category, with little explanatory value, 
whereas Guha's ‘elementary aspects’ pro¬ 
vide a suggestive way of reading violent 
rebellion. However Dhanagarc seems to 
have m isunderstood Ranajit Guha's rema r ks 
on spontaneity - these do no’, as he mistak¬ 
enly suggests, "cmpnasisc the role of pure 
spontaneity of the action of subaltern masses 
in history”. On the contrary, following 
Gramsct. Guha argues that there is no room 
for pure spontaneity in history: even alleg¬ 
edly ‘pre-political’ action* are informed by 
a distinct ideology and worldview - they are 
emphatically closer to culture than to nature. 

This assessment of Ranajit Guha's work 
ends by noting its limited usefulness in in¬ 
terpreting social protest in the post-colonial 
period. Since 1947. collective action, by 
farmers, workers and other social groupings, 
has been widespread, yet violent insurrec¬ 
tions have been infrequent These move¬ 
ments, in a democratic but grossly inequi¬ 
table nation, might he understood in terns 
of a ‘revolution of rising expectations' , and 
thus amenable to analysis through the teas 
of ’populism’ rather than 'subahsrmty' or 
‘insurgency’. This disensainatioa comes 
from a distinctive strength of Dhanagare's 
work - ttschaUeage lotbe Lafcshman RcUu 
of August 15.1947. aline which supposedly 
divides colonialism from inde p endence. «■ 
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political terms, and hixtory from sociology, Indian soeiologUu ekber tmcntrmUy m act or res*-the fairs 
in terms of scholarly practice. western concepts or are too mired in the Thin book te » ooUoetkm of five piper 

! The following chapter also ha* the author micru reality of one village orooc caste. “not prepared under a research programnn 

moving back and forth across this divide, rising above it in order lo enter the realm undertaken by the International Centre fo 

Here be provide* a valuable historical per- of theorisation and conceptualisation.-". Bthnic Studies in Colombo in order to stud' 

spec live to the theory of non-party political While this might be a fair assessment with the newly established provincial council 

formations, put forward by Rajni Kothari, respect to the bulk of Indian sociologists, I tystem of Sri Lanka. The experiment in th 

D L Sbeth, Harsh Sethi, and others. He believe that Dhanagarc has insufficiently north-cast, the focusof ethnic conflict, prove* 

remarks on the diversity of action groups in acknowledged the theoretical and concep- short-lived. Established in November 

the colonial period - Gundhian swaraj tual contributions of two scholar*, in parti- December 1989. in somewhat dubiou: 

ashrams, groups for women's uplift, left cuter: M N Srinivaa, whose ideas of the vote circumstances, it was dissolved by tbecenim 

wing organisation among lower castes and bank, dominant caste, and Sanskritisation a II government in March 1990. FJsewbere tin 

tribals - pointing out that these formed an provide penetrating andoriginal insights into councils function, 

integral part of the party political process. the dynamics of Indian society: and Andre The research project undertook studie 

By contrast, the leadershipof action groups Bcteille, who has made major contributions under three categories: (a) An exercise u 

in the present most often comes not from to comparative sociology, notably through monitoring the actualproccssof implement 

party workers, of left, centre or right, but his work on power and inequality. ing the devolution scheme under the pro 

from alienated middle class intellectuals These disagreements might remain, but vincial councils system: (b) a study of thi 

who, in a previous age. would have gravi- there is one comment that Dhanagarc might historical background against which tin 

tated more easily lo the Congress or the wish to disown, or at least clarify, in a future process of centralisation of the state as wel 

communists. edition of his book. He remarked, in 1980, as processes towards devolution haveoccur 

The diversity of essays notwithstanding. “We (sociologists) have overdone ’caste' red in Sri thanks: and (c) studies on ccrtaii 

the book is underpinned by three arguments so far; let us explore the ‘class’ under- specific aspects of the devolution ary proves- 

about, or more accurately, three charges pinnings ol what are seemingly ‘castc-rela- in the present context, 

against his fellow sociologists: the lions.castc-conllicLsandcaste-atrocities' ", As in India and Pakistan, the men wh> 

^theoretical or even anti-theoretical nature This was written as the Mandai report was wielded power in Sri Lanka after it becamt 

ofthcirresearch. the relative lack ofattention being tabled - in a post-Mandal world, the independent identified nationalism will 

paid by them to social conflicts and social Marxists were first in the rush to abandon strong central authority. The intensity <>| 

movements, and their continuing neglect of ‘class' for ‘caste . We knew that sociology the conflicts that followed in the thrci 

history. The second and third charges are is not a science, insofar as it cannot countries varies, of course. But in each 

cogently put forward and arc. on the whole, predict the future: it might now be acknow- indifference to autonomy of the regions 

persuasive, but 1 am not m entire agreement lodged that sociology cannot even predict and lominority rightseventually impaired 

with the first. A recurring plaint here is that its men future. the centre. A researcher at the Centre foi 

Ethnic Studies. Jani de Silva's paper 

Challenge of Power-Sharing in Sri Lanka SSSSE^ W2E 


A (1 Noorani 

Devolution and Development in Sri Lanka edited by .Sunil Baslian; International 
Centre lor Ethnic Studies. Colombo. Sri Lanka, in association with Konark 
Publishers, New Delhi, 1995. 

INDIAN constitutional lawyer* and political imperative (Articles 82 and 8.1). Devolution 
scientists should watch Sri Lanka as it con- of power is the key to the solution of the 
fronts two major challenges today. One is ethnic problem as also to constitutional 
constitutional renewal, the drafting of a renewal. 

Constitution which restores the parliamcn- In recent months two significant shifts of 

tary system without reducing the president opinion have taken place. The LTTE has 
to a stooge of the prune minister The other hinted that it is prepared to give up Eelam 
is a solution lo the Sinhate-Tamil question, if a satisfactory system of devolution is 
Tbe two arc closely interlinked. The Bandars- evolved. Very many among the Sinhalese 
naike constitution made the president re- have come loacccpt devolution. Fit all their 
movable at the whim of the prime minister, limitations and inadequacies, the provincial 
The Jayawardene constitution established a councils have come lo stay. Not long ago 


process of centralisation contributed lo the 
rise of authoritarianism, a phenomenon that 
did not spare India and Pakistan cithci. 
Centralisation militates against power- 
sharing and without power-sharing no plural 
society can function democratically for long. 

The historical background to the present 
experiment in devolution is described in a 
paper by Jayadcva Uyangoda, senior 
lecturer, bepartmentofHistoryandPolnical 
Science. University of Colombo. It high¬ 
lights the conflicting Sinhala-Tamil 
perceptions of devolution over the years 
The Bandaranaike-Chelvanayalum Pact .it 
1957 and the Senanayake-Chdvanayakani 
Pact of 1965 collapsed because in each cj.c 
S inhala reaction forced the prime minioer 
of the day to repudiate the pact The author 
points out. 


presidential system, supposedly based on the they were viewed with suspicion by Sinlia- , . Sinhalese ideolmrical making *>l the 

French model, shorn of important check* on lese as a first step to secession. Sri Lankan stale, there teapowerfJMe* «l 

power. Each was tailored to suit (he figure The Thirteenth Amendment to the Sri laaka being our land' - of* rata. Thr 
of the leader of Ihercgimcoftheday. Neither Constitution, enacted in November 1987 territorial possession* idiomte ilw Sint* 

was based on a national consensus. pursuant tothelndo-Sri I .ankan Accord, and | ew political discourse impHes a condition 

Any solution to the ethnic problem, if it the legislation (hat followed in its train, the ,,f facial appropriation of the mate which i< 

is to test, must enjoy support from both Provincial Council* Act. 1987 ami the mediated by ideology, 

communities and must be entrenched in the Provincial Councils (Consequential The 'ourne**' of the Male - a iteep scitcr <>' 

new constitution. It is a daunting task but Provisions) Act of 1989, imposed crippling the possession of the land and «* puhticsl 

^ not an impossible one. It i* certainly a noble limitationson the autonomy of the provinces. order - can be see* w> having profound in>- 

one to undertake. The constitutional require- But they opened an iveauc. Discussion now plications for the political detune ceoct-misi 

»jt. naent of a two-thirds vote of the national centres on how best to improve them so as the institutional nature of the modem Sn 

wnratbly and a referendum make consensus to satisfy the aspiritioes of the Tamils and Lankan state. 
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J federalism it 

no different, except fai conflict* between 
BIP-ruled state* aad the centre. In each caw 
the etendard question raised is “How can 
‘oar’ state power be shared with an ethnic 
‘other’ T This was the mind-set behind 

Russian domination of the Soviet Union and 
Serb domination of Yugoslavia. 

Amita Shastri, associate professor. 
Department of Political Science, San 
Francisco State University, poses (he 
question whether the present provincial 
council system can provide a solution to 
the ethnic problem. In tbeir existing form, 
obviously not. Butthoirpotentialities must 
not be underestimated. However, as the 
paper shows, alot depends on the inclination 
of the president. J R Jayawardene was keen 
on devolution while Rsnasinghc Prcmadasa 
was hostile to it. It is a reflection on the 
fragility of the system if its working depends 
on the will of the centre. Autonomy, to be 
true to its name, must he independent of 
the centre and derive its sanction from the 
Constitution. 

This is not to suggest that constitutional 
provisions are all. Autonomy is a product 
of a mix of the law and politics. In the late 
1980s, Rajiv Oandhi tried to by pass non- 
Congress(I) governments to reach out to 
local bodies. Collectors were summoned to 
conferences without much as iniimution 
to the slate governments. In Sri Lanka the 
same tactic was employed by Prcmadasa. as 
the paper notes: “The Gramodaya 
Mandalayas at the village level and the elected 
Pradeshiya Sabhas at the sub-district level 
in rural areaa were created at his behest in 
the early 1980s to unde rg nd the ne wly created 
District Development Councils." * 

The editor of the volume, a researcher at 
the Centre for Ethnic Studies, lias contri¬ 
buted a paper on ‘Liberalised Policies and 
Regional Autonomy' as well as an Inlnxlue- 
lion which knits the papers together. He 
demonstrates how. contrary to impressions 
formed by some, "implementation of the 
liberalised package also means » high degree 
of central control of major economic deci¬ 
sions. In order to carry out controversial 
economic decisions, there has been a high 
degree of centralisation" 

Radhika Coomaras wamy. a director of i he 
centre and author of the famous book. Sri 
Ismka: The Crists of the Anglo-American 
Constitutional Traditions in a Developing 
Society, has written an incisive analysis - of 
the role of the judiciary, entitled ‘Devolu¬ 
tion. the Law and Judicial Construction 
which Indian constitutional lawyers ought 
to read in particular. She ha* contrasted the 
ludiciary’a response to the Sixth Amend¬ 
ment of 1913, which outlawed the cry for 
• separate stale and proscribed even mod¬ 
erate* like the TULF, and the Thirteenth 
Amendment of 19*7 which established 

provincial councils, 

The paper sets out the background and 
the latum raised by the inadequacies of 
the existing council*; not least concerning 


their powers over land, internal security 
and. indeed, their sources of finance. 

The Supreme Court of Sri Lankareadily 
upheld the Sixth Amendment enacted in 
the wake of the upheavals of 1983. Its 
response to the Thirteenth Amendment was 
divided; 

One school of argument is, of course, that 
the Thirteenth Amendment, passed in 1987, 
was a fundamental structural change and 
therefore more offensive to the Constitution 
than the 1983 Amendment. In addition, the 
Indian factor made the court acutely aware 
that the executive decision may not have 
been 'free' and ‘democratic*. 

The other line of argument is that the courts 
are made up of judges and that they share 
the opinions of fellow citizens, the judicial 
notice of those opinions and prejudices is 
inbuilt and open comes to the fore in times 
of emergency. In the context of ethnic war. 
those opinions must inevitably represent the 
will of the majority community, even more 
than deference to the executive. 

Students of the Supreme Courts of India 
and Pakistan will find parallels nearer home. 
One is reminded of Cardozo’s famous 
apportsm in his classic The Nature of the 
Judicial Process: "The great tides and cur¬ 
rents which engulf the rest of men do not 
turn aside in tbeir course and pass the 
judges by" (p 168). Coomaraswamy writes: 
"It has always been argued that the Supreme 
Court is the real safety valve for minority 
grievances. This line of reasoning has to 
some extent succeeded in India, the UK and 
the US with the judiciary taking the lead in 
cases involving ethnic minorities. But in Sri 
Lanka, (he nature of the crisis has been far 
too acute for detached judicial decision 
making." 

Indta'sexperienoe has not heen particularly 
different. Juxtice V R Krishna Iyer once 
anguly remarked “The judiciary will be 
described as the villain of the piece", on the 
Ayodhya issue. In his view it lacked the 
guts to face the issue (The Timex of India. 
November 11.1989). Tbc Supreme Court’s 
rulings on the Aligarh Muslim University 
and the Ayodhya reference are none loo 
inspiring. The belated conviction for 
contempt of court of Kalyan Singh by chid 
justice M N Venkatachaiiah in October 
1994. two years after the offence was 
committed, does little credit to the Court 
(vide this writer’s critiques of these rulings 
in The Statesman. Novembcr7-8.1994 and 
January 18-20. 1995). 

Three judges of the Supreme Court of Sri 
Lanka, including the chief justice, accepted 
the Thirteenth Amendment as valid and not 
contradicting the unitary provisions of the 
Constitution and. therefore, not requiring a 
referendum.'They held feat parliament could 
override provincial legislation. Tbedkaent- 
ing judges regarded the amendment as a 
devious stratagem to introduce federalism 
by the back-door (Watuatmdere and 
Sencvintte JJ). RadKkaCoomaraswuny i« 
critical of the reasoning of both the majority 


aa well a* the minority, albeit more of the 
latter and deservedly to. She recalls: 

Both Wanaaundera and Senevframe pointed 
to the fact that Buddhist relics is the North 
and EtiSt would not be protected and 
Wanasnaderaaiso argued against Tumi] being 
made so official language. 'It is * matter 
which I cannot avoid dealing with... the 
joinder of the Nonhem and Eastern provinc¬ 
es and the official recognition of the tradi¬ 
tional homelands of the Tamils will toll the 
death-knell of the Sinhala people in those 
provinces. There is an undertone »f this fear 
in all the petitions opposing the Bills. Even 
the most naive of people could not expect 
a single Sinhalese to go back to the North 
and/or East if the maintenance of law and 
order within those areas becomes the exclu¬ 
sive preserve of the political leader* and 
patrons of the very terrorists who chased 
them out.’ 

The judgment of the distent was by no 
means 'ethnic blind'. for the judge added: 
Sinhala as the official language in the coun¬ 
try (with the reasonable use of Tamil in 
Northern and Eastern Provinces and by 
Tamils) has been the major plank in the 
manifcMox of the leading Sinhala political 
parties throughout the last four decade*. It 
has heen submitted that such a fundamental 
change cannot he effected without consult¬ 
ing the people. 

There is hope, however. Once devolution 
is accepted and entrenched in a new con¬ 
stitution. the judiciary -sill respond to the 
changed climate. Finley Peter Dunne’( bon 
mot is as true of (he supreme courts of south 
Asia as it is to that of the US: “No matter 
whether the Constitution follows the flag or 
not. the Supreme Court follows the illiction 
return*’’. 
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UHoor, Thiruvnnanthapuram 60S Oil, KERALA. 

Tal: 448881 Fax: 447137 Tlx: 43S-227 CDS IN 


M.Phil Programme in Applied Economics, 1995-96 


Applications are invited for admission to the Centre’s M.Phil Programme in Applied Economics, 1095-96, 

affiliated to the Jawahariai Nehru University. New Delhi, commencing on July 14, 1995. 

• This fuHy residential programme is designed to provide a broad based understanding of economic theory 
and Indian economic problems, as well as, adequate analytical skills for research in applied economics. 

• The programme has an inter-disciplinary approach (prior formal training in economics is not considered 
essential) and the minimum qualification for admission is a Masters Degree or equivalent In any discipline 
with a minimum of 50% marks. Those who are awaiting the results of their qualifying examinations can 
also apply. The selection is made on an all-India basis. A maximum of 15 persons are selected each year. 

• Selection of the candidates will be based on their academic record, quality of the research proposal submitted 
along with application and a personal interview. 

• Fellowships with a monthly stipend of Rs. 800 and a lumpsum contingency grant of Rs. 1500 will be available 
to all the selected candidates. One Fellowship, Instituted by JET, Bangalore, is available for working 
journalists. 

The Prospectus and Application Form can be obtained from the Registrar, CDS. Completed applications should 

reach the CDS, latest by May 22, 1995. 
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SPECIAL ARTICLES 

Globalisation and Revival of Tradition 

Dual Attack on Model of Democratic Nation Building 

Rajnl Kothari 

With the advent of globalisation, the changes taking place at the bottom tiers of nations have received little attention. 

Yet shifts in power relations, allegiances and consciousness at various levels of civil societies are changing the world as 
much, If not more, than the macro changes wrought by international capital, technology and the mass media. To what extern 
will these new cultural assertions oj identity enable the peoples of various regions to face the new capitalist order, remains . 
to be seen. 



WITH the advent of globalisation, its impact 
on the mam media and other catalysts of what 
s called informed opinion a* well a* the wide 
acceptance of it* logic by national elites 
round die world, the no less momentous 
changes taking place at the honom tiers of 
nations and civil societies have received very 
little attention. Yet one is witness to quite 
far-reaching shifts in power and allegiances 
within diverse regions, nations and peoples 
bringing in their wake new responses, newly 
perceived interests nnd new modes of inter¬ 
action between hitherto dormant culture, 
and nations and still dominant centres of 
power and control over resources There are 
soundings of a new consciousness a< differ¬ 
ent thresholds of civil societies and newly 
emergiag political formations that are pro¬ 
ducing new power equations at various lev¬ 
els of existing states, engendering new social 
mobilities and cultural assertions both within 
and outside existing institutional spaces, 
together positing a new and hitherto unan¬ 
ticipated unfolding of the human enterprise. 
The world we arc living in is being changed 
as much, if not more. by_ the deeper stirrings 
in the structure of civil societies as by the 
'macro' changes wrought by international 
capital, trade, technology and the ma vs media 

Ironically, these stirrings of both con¬ 
sciousness and politics at the mass level arc 
taking place ^countries and regions whose 
ruling elites are displaying increasingly 
nervous, trepid and inferiority-ridden atti¬ 
tudes. Internally reflected in a decline in 
democratic commitment and growth in re¬ 
pression -state shorn of vision and confi¬ 
dence must turn oppressive - alongside turn¬ 
ing chauvinistic vij-a-virnattonal peripher¬ 
ies and weak neighbours while externally 
becoming vulnerable to a variety of pres¬ 
sures and conditionalities. 

Meanwhile the global structures of dom¬ 
ination and control therasefres are shifting 
from being located in powerful nation states 
to being techno-economic consolidations of 
resources, both natural and minageriit. With 
this the nature of the international order is 
found to be shifting gears t-the relationships 
of do min ati on and depefltknce arc moving 
from being mainly geopolitical to being 


mainly technocratic; national and regional 
diplomacy is being asked to handle com¬ 
pletely newissues like trade, patent regimes 
and global property rights for which it is 
hardly prepared and for which it has to 
borrow skills and expertise from the same 
dominant centres with which it is trying to 
come to grips. Far more resources and 
national and international infrastructures are 
at (he command of transnationals than of 
nation states. 1 A hegemonies! and hegemo¬ 
ny-seeking US may want pliancy on the 
nuclear front or in respect of peace settle¬ 
ments in various regions under its overall 
auspices, but these are hardly matters of 
great relevance to the emerging configura¬ 
tion of transnational power (the giant cor¬ 
porations on the one hand and the Bretton 
Woods institutions on the other), that hap¬ 
pen to be less and less political and tend to 
render the political actors - from the 
hegemonic US to the newly liberated South 
Africa and the Palestinian homelands - to 
run to them for succour. 

It is this new nexus of finance, trade and 
technology that is likely to both directly and 
indirectly affect the coming generation of 
leaders and peoples in all regions ax they 
seek out new futures in the next millennium. 
These latter are likely to face not just a 
drastically altered structure of relations 
between states but also a considerably 
changed nature of the capitalist older in 
which they will be willy-nilly asked to find 
a place for themselves. To what extent they 
will he able to draw upon the new cultural 
and ethnic assertions of identity awakening 
around them as they face such a future 
remains to be seen. Wbat stances and atti¬ 
tudes the purveyors of power in the new 
corporate capitalist order adopt towards the 
new assertions at and fronj'the grata roots 
is not yet clear. Their strategies of integrat¬ 
ing the whole world into their model of 
world governance are still taking shape; 
their 'data base' is not yet clear, they have 
a wide variety of advisors ranging from 
bard-nosed technocrats to both tactical and 
believing democrats. Will the theoreticians 
of a ‘democratic world order’ be able to 
enable the farces from below to make tboir 
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voices feh or will they instead prefer to 
'educate’ them to make them amenable for 
getting integrated into a global 'free marker'? 

Much will depend on the new genera¬ 
tion's ability tohandle both the new thinking 
from the globalised structure of trade and 
technology (and its local representatives in 
business and government), and the demands 
and pressures emanating from a variety of 
rebounds from the past that are on the 
upswing as a result of fundamentalist reac¬ 
tions to new vacuums in the power dimen¬ 



sion ot the world. Wbat kind of a new model 
of secularism’ will they be able to fashion 
for dealing with these twin challenges also 
remains to be seen. In India the attempt lo 
build a distinctively Ind.an model of secu¬ 
larism based on plural identities on the one 
band, and the claims of deprived and dis 
possessed minorities - both religious and 
social - and their anchorage in diverse com¬ 
munity cultures and lifestyles on the other, 
seems lo have suffered a setback, largely as 
a result of the failure ol the state to safeguard 
such a model of eculsrism. The current 
confusion arising from secular leaden 
masquerading as religious kieings and reli¬ 
gious leaders hobnobbing with secular 
politics has pushed Indian pluralism into 
aggressive channels. Meanwhile die new 
consciousness of globalisation in which we 
rind ourselves engulfed is one in 
cultural self-confidence is on the < 
while false conscious ness based on chauvin¬ 
ist 'nationalist' drives seems to be oo the 
ascendancy. While time me undoubtedly 
new and reassuring assertions of the human 
spirit (»s was powerfully shown duri ng tin 
literary and artistic response to December 
6,1992 in Delhi snd elsewhere) even while 
national elite* art ata lost to understand and 
grasp the meaning of these assertions, team 
is no clear agenda of culnnl revival and 
political restructuring that one as ahiv to 
perceive, much less predict. 

Bm op Chaws *ut Dm AmhvmjMka 

A number of other indicators of tins 
ambivalent state of aTTag* can ba i den ti fied 
particularly te the local and national enrattu 
of the emerging human condition. 





(1) Their is taking place an increasingly 
lota and less open and tolerant attitude to 
force* of dissent and non-conformism indi¬ 
cating a real shift in elite perception* and 
attitude* a* against those found among the 
'illiterate masses'. 

(2) Among the oppositional forces, the 
intelligentsia tud 'gramroot*' activist*,then 
is a growing decline in confidence, 
organisational capacity and motivation for 
challenging the status quo, a decline in 
ideological elan for taking on the system or 
even the ruling establishment, and an in¬ 
creasingly defensive orientation, of late 
becoming reactive and adopting negalivist 
and nervous (noisy) stances rather than 
asserting new visions and strategies. 

(3) One is witness to a growing fragility 
and uncertainty in the overall intellectual 
and political response to the happenings of 
the day, to the twists and turns of history 
both in the world at large and within the 
terrains of the state and civil society. 

(4) Socially, there is a growing alienation 
and fragmentation and sharpening 
polarisation between classes and communi¬ 
ties a* the social base' of the polity has 
narrowed instead of being progressively 
widened, and os the fight against poverty has 
moved from being perceived as an economic 
task to be carried out by government and 
planning bodies Ur Ning seen as a struggle 
against local atrocities and vulnerabilities. 
Poverty and unemployment are seen as a 
consequence not so much of misfortune and 
relative deprivation as of the withdrawal of 
rights by the system, of legal and institu¬ 
tional entitlements. 

(5) Also, much more than before, the social 
condition ha* become dependent on access 
to. or exclusion from, natural resources, land 
entitlements and the relationship with village 
commons. At the same time, accentuating 
class conflicts and growing pauperisation 
caused by alienation from land, water re¬ 
sources and ancestral rights over forests, dnd 
growing pressure for sheer survival, arc 
producing hostility from the very classes that 
had for so long felt drawn towards nature 
and the 'environment' (especially the tribal 
populations* and the rural poor) 

(6) Axclass/casteconflicts and alienation 


from land and natural resources have been 
reinforced by declining economic returns 
from productive force* for large sections of 
the agrarian social structure, both segrega¬ 
tion and stigmatisation of dalitx and other 
lower classes have grown. Side by side with 
this the push towards urban conglomerates 
on the part of die land-denuded OBCx and 
dalitx ha* raiacd the pressure for government 
job* and the demand for a new genre of 
. 'rights’ - especially the right to work - and 
|as part thereof spcciahrights for the hitherto 
fjpscrimin m I against social strata through 
i^psarvatlionx and the like. To all of this the 
.Superclass buresucracy and thcmkkile class 
.par ent* of the new generation of students in 

t . 
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the universities, already uncomfortable with 
things like Mandal and the upward mobility 
of various minorities including the dal it* and 
the political challenge posed by them, are 
reacting violently, (Hence the growing anger 
with men like V P Singh.) This growing 
incapacity to accommodate economic griev¬ 
ances and political aspiration* ha* in turn 
produced a backlash not from the oppre **ed 
social strata but from the economically ieft- 
behind sections of the twice bom. The result 
has been the Mandal-Mandir explosion 
(which ix still not over), joined on the one 
hand by the Hindutva brigade (extending 
from Hindu communal parties to university 
academics) and on the other hand by the 
stirred consciousness of the dalitx and the 
minorities. 

Deep convulsion* lie in store for civil 
society as it proves unable to open up the 
machinery of the state for providing new 
avenues of opportunities and power for 
diverse segments of the poor from all caste* 
and communities. It is because of this clo¬ 
sure to the new aspiring entrants that a whole 
variety of forms of ethnicity (autonomy- 
seeking. separatist, based on claims of self- 
determination ^recognitionas 'indigenous 
peoples', or simple inclusion of ever new 
claimants in the reserved category for jobs 
and opportunities )*has been an the ups wing. 
The emergent class-ethnic-caste mix has 
been, for long now. waiting for a response 
from the elite classes. Yet the only response 
aiming from (he latter hax been to so 
modernise society that axelect 'middle class’ 
gets created, the licence-permit raj is opened 
up to global corporate enterprises, and the 
stale itself, not just the private sector, gets 
integrated into the world market. 

(7) Meanwhile, traditional avenue* of 
mobility towards and into the modem sec¬ 
tor. through raising thresholds of personal 
worth, quality and dignity within a complex 
social terrain arc getting short shrift. The 
package of education, health, shelter, san¬ 
itary conditions and various social minima 
in terms of guaranteed prices of necessities 
like food and clothing - together producing 
rising degrees of social empowerment 
through which alone, it is now clear, stales 
of poverty, unemployment and disparity 
could be reduced - is being systematically 
downplayed and downgraded. There has 
taken place a whittling down of social policy, 
ipso facto producing gaps between the 
privileged and the oppressed, so much so 
that any design to merely raise the aggregate 
growth rate of the GNP, even if thi**be 
combined with distributive packages and 
plan scheme) and even if the demands 
for self-determination and autonomy at 
local levels be conceded, is not likely to 
reduce or even contain the growing social 
divide. With this, the whole economic 
model and indeed the enterprise of the 
slate is likely to get delegitimised and lose 
credibility. 


(8) Loottingcwtskdktb* country formes- 
odic* is the surest way of putting a freest 
cm a turbulent social order, which trill not 
stay put in a frozen state for long but only 
ignite forth into a boiling conundrum which 
a state on horseback will find impossible to 
hold. If we have been able to bold so far, 
somehow, it ha* only been through a grow¬ 
ing dispensation of coercion, brutal control 
over the social order, and a combination of 
cleverness, chicanery, cunning, craftiness 
and cynicism in relation to the people. We 
have encouraged high degrees of demeaning 
corruption, criminalization, and deliberately 
encouraged communal sentiments among 
large cross-sections of individuals and 
professionals, who have each and all been 
isolated, rendered impotent and made sub¬ 
servient to a com petit i vc social ethic that we 
are being asked to imbibe for integrating 
with a style and structure of governance 
called the ‘new world order’. But how long 
can such a cynically contrived structure of 
governance itself survive the gathering thrust 
of social and political pressure from all 
sides in so many states, even if the latter 
arc willing to sacrifice their legitimacy and 
’sovereignty’? 

(9) The model of marginalisation, exclu¬ 
sion and dispensability of the weak and the 
poor that ha* emerged out of such a ethic 
of the survival of the fittest that seems to be 
taking charge of the minds of national elites 
(here and elsewhere 4 ) is not simply an ex¬ 
pression of upper class sadism vis-a-vis the 
lower classes. Nor is it just (as is often 
argued) a result of the incapacity of the state 
to carry the ‘burden' of a growing population 
and growing hordes of the poor and the 
'irrational’ social strata who will not some¬ 
how get easily modernised. It is rather at 
bottom a reflection of the failure of the 
politico-constitutional system, its veiy stabi¬ 
lity and effectiveness, it* capacity to make 
economic development an engine of social 
transformation. (For long the assumption 
was that economic logic was autonomous of 
social and political constraint*, an assump¬ 
tion that bus cost ilic uHimry dearly.’) It is 
also a reflection of increasing erosion of 
confidence in the elite'* own ideological 
construct in which it had once put so much 
faith. The result i* that the ‘dispensability’ 
that finally emerged was not just of millions 
that could not be accommodated in the 
industrial and economic superstructure, but 
also a dispensability of institution* through 
which alone the economic, the social, the 
political and the ideological dimensions 
could have been held together and enabled 
to hold the country together. Once the in¬ 
stitutions became dispensable, the elite was 
forced to operate in a vacuum producing in 
H* wake the growing appeal* of oomonma- 
lism, sectarianism of vwrioas type*, religious 
and cultural fundamentalism sad, capping it 
aU. s Hew vire* of nati on a l ch a u vinism Qoose- 
ty integrated into the 'new world order'). 
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is ihi* interface between a globalising 
xfate ecooomy and ’world order’ en- 
tng major region* and states. and further 
situation of national chauvinism within 
between the same - seemingly contra - 
ory but in fact converging - (hat pra¬ 
ts the new netting of the ’nation mate’, 
latter is at once under liege and trying 
ide tbi* fact by a hravado of anti-western 
inly anti-American) reactions, while at 
tame time permitting multiple back! ash- 
ind counter-thrusts, a globally homu- 
ising culture, communications and con- 
icrism on the one hand, and regionalist, 
-nationalist, ethnic and 'communal' 
trtionx of identity - often employing 
ruments of violence which in turn invite 
easing thresholds of unli-insurgency 
rr mounted by military and intelligence 
tuts - on the other. The nation state is 
ghl in between this pincer of dcvclop- 
,ts. all of them dc-nationalising and dc- 
ltutionalising, producing deep vacuums 
>vcr the place and the rise of uprooted 
adventurist ‘leaders' and their crinuna- 
d and corrupt agents, 
ogethcr. it is all highly destahilising. 
pile and perhaps because of the integra¬ 
ls! claims of globalisation, tree trade and 
removal of barriers to a free flow of 
ds ,ii> d services across nations. The reality 
.ourse is that agreements like the one 
ted at Marrakesh hide a great deal of 
|uity between nations and peoples, both 
to (he sheer size of operations of the 
Cs and theiT capacity to control the flow 
cchnology and information, and due to 
eral mechanisms like transfer pricing 
ilting in a drainage of wealth and rc- 
rces from the south to the mirth.’' It has 
i resulted from insistence on the host 
ntries lowering tax rales, hiking puces, 
riving the working class of employment 
the farmers of their rightful share m the 
ducc of nature by dictating inlemation- 
fixed (bices and terms of trade 
i great deal of globalisation is in fact - 

• ’national integration' espoused by 
traliscd regimes vi.t-a-v/.i diverse cul¬ 
ts and peripheries - based on continuous 
(mentation and erosion of existing siruc- 

* and identities. And yet. on the other 
; of the new interface, there are loud 
ecs being raised by political leaders. the 
Jia and the intellectuals against imerfer- 
c from abroad when in comes to the 
lection of basic human rights, of the 
gaining capacity of the working class and 
aggressive destruction of natural re- 
rces in the wake of globally inspired 
elopotent schemes and technologies, In 
lity. of course, it is not the regimes in the 
th that are of their own accord turning 
insl international norms of a humanitar- 
kind, and branding them as interference 
n the north, for in fact the actual wiclders 


of power end influence in and from the 
north, namely, the TNCs, prompt precisely 
what these undemocratic regimes are doing 
- violations of human rights, holding wages 
down and depriving the traditional social 
strata of their access to natural resources by 
hijacking the latter for export-oriented 
industrialisation.’ 

Ins rmrnoNAL Casts 

Returning to the issueof erosion and short- 
circuiting (leading in the end to ‘dispens¬ 
ability’) of institutions. I would like to move 
to the next step in the argument, namely. the 
most serious snapping of structural linkages 
in the whole national enterprise, that bet¬ 
ween the state and civil society. There has 
been a great deal of writing on the erosion 
of institutions in India following the rise of 
authoritarianism and personalised politics 
by people like Atul Kohii and Lloyd and 
Susanne Rudolph, who have dwelt at length 
on the concept of "dcinstitutionalisalion” * 
To an extent I go along with their analysis, 
lor there is no doubt that lullutiing Indiu 
O indhi's populist politics (and. I would add. 
Rajiv' s attempt to substitute politics by tech¬ 
nology) the real strength of the Indian 
political system, namely, its wide-ranging 
span of institutional functioning within which 
individuals and groups played their roles at 
so many levels, has been deeply eroded. 

And yet I feel that "dcinstitutionalixation” 
does not explain the reasonx for such ero¬ 
sion: it only describes it. To my mind it has 
to do with the rapidly changing social base 
ol the political process leading to a radically 
changed set of demands and conflict situ¬ 
ations which the Indian state has been in¬ 
creasingly unable, and the Indian elite clas¬ 
ses have been increasingly unwilling, to 
handle. Mere emphasis on decline of ‘gov¬ 
ernance' and ‘governability’ only limits us 
to an analysis of a dysfunctioning elite 
system. It does not go sleep enough into the 
tact that such dysfunctioning is a result of 
a growing lack of fit between governing 
institutions and social demands. I have 
argued elsewhere at some length that a polity 
based on a well thought out social policy, 
a polity that is socially representative or 
even sensitive, would be in a better position 
to ‘govern’, allow increasing levels of in¬ 
teraction and communication between the 
state and civil society, and lead to rising 
levels of people's participation and their 
own" involvement at different levels m the 
running of the state. Having long held that 
perhaps the ctux of the Indian crisis over 
the last more than 15 years has been insti¬ 
tutional," let me also say that institutions 
are not ends in themselves but are mecha¬ 
nisms to keep both a system and a political 
culture ticking along, in the process satisfy 
a latger and larger aet of constituents and 
publics, and at the aaqte time respond to 
changing demands, agendas and perspec¬ 
tives. Institutions are a means to an end, to 


a Sense of the whole, to an idea of the 
direction to which a system is moving, to 
a vision. If the latter are forgotten, the value 
and legitimacy and indeed the relevance of 
institutions are bound to decline. 

Of course, no political system can func¬ 
tion effectively without pulsating institu¬ 
tions. particularly in the modern age. with 
the growing diffusion of ideas, aspirations 
and desires. A merely decentralised and 
multi centred structure cannot hold without 
being woven together through institutional 
channels. We need not be as obsessed with 
the issue of governance and governability 
as are the Americans but we must always 
continue to come hack, to the challenge of 
institutionalising a democratic polity. The 
basic challenge - it arose after the 'garibi 
hatao' call by the new Congress leadership 
under Indira Gandhi ill the early 1970s and 
again following V P Singh’s call for 
Mandalisation and social justice - lies in 
responding to the upsurge of consciousness 
at the grass roots through a new and relevant 
structure of institutions, which do not hang 
loose over the landscape of peoples and 
communities hut become instruments of their 
hopes and aspirations. It is a challenge that 
wilt not becasy to handle but without which, 

I have no doubt, this turbulent polity and 
civil society will not be able to hold. 

Paradoxic <»■ Governance 

Let me try and bring together the import 
of the analysis presented so far in the form 
of three paradoxes facing India at the present 
juncture. First, we have a ruling class that 
seems to he at odds with the very institutions 
it had (or its forebears had) once created. 

It is a ruling class that seems pitched against 
not only larger and larger segments in civil 
society hut also against elements in the very 
constitution ol the Indian stale — the judi¬ 
ciary. parts of the parliament and patty 
system, sections of the bureaucracy itself, 
and of course the emergent leaden and 
organised interests from the grass roots. 
Second, though facing multiple changes and 
challenges, there is an increasing obsession 
with stability and survival, with somehow 
carrying on. holding to the chair as an end 
in itself, for this purpose manipulating the 
med ia and the intelligentsia through varioos 
exercises in public relations, continuously 
stepping back from the transformative thru* 
of contemporary history, at best taming the 
latter into populist jargon, in the process 
equating personal survival with the survival 
of the nation. 

Countering such an ohscaaioa With stabi¬ 
lity and survival is only powribfc through 
people's organisation* and a horizontal and 
vertical structuring of the same by indrrid- 
uals and groups outside the parliamentary 
and party frainewotks who enjoy credibility 
and me seen nr somehow represe n tin g the 
voices feat are emerging, seen as oonacienc c - 
keepers of the country. Over time the num- 
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ber of such individuals and variety of such 
group* have been on the doclinc. The basic 
paradox U that the very agent* of change - 
from the state to the 'movements’ (increas¬ 
ingly dominated by NGOs) - arc fighting 
their own respective battles of survival." 

Third, there is (be whole centralisation- 
decentralisation issue, one of the most dif¬ 
ficult in a modem liberal democracy. For, 
mere devolution of power and privileges 
to new sets of individuals and groups at 
local levels but still within the confines of 
the liberal democratic state will not em¬ 
power either the people or the organisations 
and communities and regions to which 
they belong, not to speak of the communal 
and casteist tendencies to which they may 
be subjected by the local mafias. The 
challenge is how to create a mass society 
that is organised along a truly federal and 
democratic (decentralised) structure and 
docs not degenerate into a disembodied, 
diffuse and faceless crowd. Let this not be 
the fate of the proposed ‘gaon sahhas' in 
the ‘panchayati raj' set-up that is on the 
anvil. Serious questions as to the relative 
merits of representative versus direct de¬ 
mocracy continue to beseech us. They arc 
ancient questions being posed in the con¬ 
text of new mass societies. 13 

Revival of Traditionalism 

Beyond the crisis of institutions and other 
indicators of erosion and uncertainty, and 
in many ways reinforcing the basic 
paradoxes of governance, are new 
confrontations arising from the bottom 
gnu* roots of civ il society of both a negative 
and a positive kind. There is on the one 
hand the confrontations arising out of the 
use of religion as a basis for politics - 
which at one level appears as a battle for 
ascendancy between the secular and anti¬ 
secular political parties, but which at 
another level unravels the more basic 
conflict between modem and traditional, 
outward-looking and natiyist, trends in, 
current politics. There is on the other hand 
the social confrontations arising out of 
Mandalisation. the growing upsurge of the 
dalits, and the emerging consciousness 
among the minorities, all of them 
challenging the power of new-brand 
traditionalists who seem to have turned 
their back* on the rich diversity of Indian 
society. Unfortunately, the appeal of, and 
often indirect support for. traditionalist and 
nativist thinking have come from sources 
that go beyond the typical arena of 
communal politics, many of them 
seemingly innovative and in parts seeking 
alternatives to the existing order (both 
national and global), and for this purpose 
drawing on multiple sources of experience, 
knowledge and wisdom, including of 
course indigenous tradition* and theories 
.about them (in opposition to the modernist 
stream of thinking and values). 


To th es e newer expressions oftradition- 
aliim we shall presently come. Right now 
we note an overall atmosphere of drift and 
confusion, bom out of uncertainty about 
the future and declining concern about the 
same, deep ambivalence arising out of too 
many changes leading to no real change. 
Conceptually too there is a great deal of 
< ambivalence spurred by a new model of 
double-speak. ‘Liberalisation’ is not to be 
a goal to be achieved but a game to be 
played out to permanently subjugate both 
the autonomy of the state and the auton¬ 
omy of civil society. Religion is not to be 
an exercise in further cementing a unique 
spiritual' inheritance of plural identities 
and social spaces but a sec-saw between 
two contending right wing parties. Mean¬ 
while unemployment on the one hand and 
communal violence on the other are under¬ 
mining the survival capabilities of diverse 
communities and cultures. For the latter the 
scenario of uncertainty becomes a scenario 
of exclusion and dispensability. 

Alongside this combined impact of insti¬ 
tutional erosion, the philosophy of libera¬ 
lisation and the communal hlacklash. are 
taking place still deeper erosions that arc 
affecting national confidence and creating 
new doubts in the national psyche. Among 
these are: 

(1) Side-stepping a wide array of social 
reform movements, the emergence of new 
nationalist intellcctualism and anti-west 
rhetoric, often reflecting a deeply ingrained 
sense of inferiority vis-a-vis the west, vis- 
a-vis the modern sector and vis-a-vis the 
neo-western Nchruvian model of nation¬ 
building. in the process drawing on a whole 
repertoire of historic memories and nativist 
yearnings and rejecting almost the whole of 
the post-independence effort at creating a 
modem, secular, polity. 

(2) Weakening of the liberal tradition for 
defending civil rights of diverse collec¬ 
tivities, buckling under when faced by ag¬ 
gressive drives of a monolithic collective. 
a la Hindutva, a la globalisation. 

(3) Weakening of the composite nation- 
building model that had appeared at one time 
to be unique to India within the third world. 

(4) Erosion of genuine pluralism that bad 
cut across both tradition and modernity and 
provided a bridge between Indian culture 
and modem democratic politics. Slow and 
aubtle but clear hijacking of other major 
streams too - Oandhian, Swadeshi, Bharat 
versus India, certain brands of indigenous 
creativity of both intellectual and pathetic 
varieties (patriotic science, etc), paradoxi¬ 
cally even strains of culture and arts and 
music and tire performing aria that were 
supposed to be composite but have over trine 
been patroowed by insecure bureaucrats and 
politicians. Many of the anti-Congreasite 
Strain* have taken form* that have unwit¬ 
tingly played into the bands of such nativist 
reaction to the modem secular perspective. 



a straggle against foe colonial st*n fo< 
bureaucracy and the globalist varkm o 
imperialism is absolutely necessary If we ar 
to realise our own character and worth am 
authenticity. And yet, lacking a truly historii 
and philosophical perspective relevant tt 
the new Indian striving (in step with simila 
strivings elsewhere in the third world), thi 
very struggle can prove so negativistic 
ahisturical and uncritical towards India, 
tradition, and the inequities and injustice 
inherent in it. that the result can turn out h 
be atavist and fundamentalist and land uj 
in the Hindutva camp. On the other hand 
the Nehniite vision, lacking as it did a radica 
restructuring of civil society, ended u| 
making us servile vis-a-vis external on 
slaughts. the net result of which is to be sect 
in the riseof Manmohan Singh on the India) 
political scene and all that this represent 1 , 
leading to an erosion of one’s pride in berm 
Indian, erosion of self-reliance and of In 
dia’srole in creating a composite third work 
identity, of the Jong-felt urge for providing 
an alternative to western lifestyles, teebnoe 
racy and consumerism. We need to remem 
ber that every discourse on tradition - bt 
it the one rooted in an uncritical recapturing 
of the. past or the one seeking to take us tt 
an abstracted future - becomes repressive 
Our aim has to be social emancipation 
distilling it from a struggle against botf 
traditionalism and modernity. 

Nkhrovian Model on Dbvnsive 

We have ran into deep waters following 
the combat-sty lc confrontation between tht 
Nchruites and nativists. The problem is ai 
one level philosophical. The much touted 
controversy between the uni versalistic faith 
of the 'scientific temper’ school, for whom 
there is no difference between the knowl 
edge system of the west and of India as both 
arc to be based on a common paradigm ol 
science and technology, and the alternative 
science* school for whom there is scone thi ng 
unique - and almost superior - in “indig¬ 
enous’ science, seems to have run into a 
sterile and rather repetitive rhetoric, both 
sides having failed to produce a creative 
civilisational discourse. The possibility ol 
a fruitful dialogue between the two ha. 
receded further with mutual imageries gel 
ting reinforced, with the former falling into 
a trap of servility vis-a-vis global corporate 
capitalism (including of the ‘radicals’ and 
'nationalists' among them), while the latter 

getting mure of a sympathetic response from 

western critics of their own materialism and 
technocracy and consumerism'(together 
called 'maldevelopmcnl') than from their 
own peoples.” Here perhaps Ues the great 
difference between foe latter and Gandhi 
who they tirelessly keep projecting ss their 
model. Oandhi was ■ iconoclast par r\< d- 
fe/icraiid was attempting to simultaneundy 
cleanse tradition of its both innate and 


628 


Economic and Political Weekly March 25,19^ 



jciimulutodoppwdkvw and xtniggk against 
le servility inherent in any blind adoption 
f modernity - and both ax port of u political 
ovement I'or social Iransformatitm. To- 
ay's exponents of indigenous alternatives 
re at once apolitical and unprepared to 
'age struggle ugainst the evils inherited 
urn the past. 1 ' 

Both the statixt-modemisl elite and the 
tdigenous strands opposed to u -.hare, 
aradoxical though this may sound, a na- 
onalixt, anli-wextcm and at bottom reactive 
ante. Both lend to reinforce conservative 
reams in antecedent social - structures and 
Hires - in some Ways the indigenous, ira- 
itiollalisl strands more than the stale 
ngoisi. national-chauvinistic ones, thongli 
I bottom the latter pose a gieater danger 
f emerging with auofllcial doctrine ot an 
utliorilurian. fascist mould, utilising all the 
therewithal of stale power til their drive. 
’Itile the indigenous strands do this only by 
loviding u lease of life lobolhdorinaill and 
.-ceding spaces in a dcfealctl culture Ai 
mie points the two Loukl well convci ge •' 
My own preference is for anal once tobusl 
ml scll-etmtidcnl and demoeratieally sen- 
ilive intHlel of nation building' in tvlueli 
it inslilulions of secuiai democracy arc 
aiweived as I and where - they slip and iKcotnc 
ppressive, transformed to Iwcmnel insiiu- 
icnisof lilreralion from both die .iiiocitics 
I traditional structures and the opptcssions 
f the mtHlem slate and polity. The mhcitnl 
tpicxsioii of live stale as a cocicivc appa- 
itus has to be fought against, but the his - 
.ncul-cuin-phili tsopluc at conceplionoi the 
ration slate as a catalyst ->| national >< - ll- 
allsalion amliesuigeiicc. .mdloi coiiiam- 
ig Iroth the intrusion •>! exogenous lorecs 
I hegemony and conltol and the ikti.xIic 
nsluughls of local sirucluiesol oppiesMon, 
ughl never to Ik - lost sight «»l A democialic 
thtJs sustained ami salcguaidetl llnougli the 
ulonoinyot the slate which is able to keep 
oth these intrusions and onslaughts al bar 
• what is involved in tlm conception ol 
afion-hmlding. Asot now perhaps ilinm 'si 

ruciat test that It laces is willr respect lo 
le growth ot religious amlculluial nalion 
lism of the ma|oritai inn variety. gi own. nil 
I a hurl sense ol pride ami a feeling that 
ic modem slate and seeiilali'in have lei I 
le Hindus oul on a limb. Picking up I torn 
le defensive asxcilivenc's ol tevivalisi 
ir.inds in the l^h and the early 2fhlii en¬ 
tries, (hit partic'iilul brand ol nalionalism 
1 finding a series of new coiisliiueiuies 
inong academics, aetivisls and |ournal 
■Is. several antl-weslei n ami "anil- imslern 
Ircams found in the so-ealk new social 
lovements (paradoxically most vividly 
fonounced in internal tonal seininais and 
onfcrcnces). jnd llie newnativistic move- 
rents of traditional pntiiolic science, 
wadeshi ami other .slogans, most ot them 
expired by the 'India vs Bharat call ol 
.harad Joshi and others 


I would rather that while we can and must 
fight the imperial drive tif modernity we 
must beware falling prey to the pulls of all 
kindx of traditionalists (most of them, like 
Sharad Joshi. uppcrcastc, anti-stale and pro- 
liberalisalion)or some false romanticism of 
already last receding pasts. TItere is need 
instead for a confident rebuilding of one's 
own nation, slate and civilisation and im¬ 
bibing them all with a distinctive model of 
humanism that is based on the (icrsisting 
Indian penchant for pluralism in the social 
terrain, com passion for the poor and the long 
suffering social strata, and the drawing 
together of diverse minorities into one 
composite though not monolithic culture. In 
consonance with that composite perspec¬ 
tive. there will also be need for identity and 
a sense ol common striving with worldwide 
sliuggles lot equity and a humane world 
order 

Many oilier well-motivated ami highly 
commuted but al bottom ahislorical and 
apolitical 'movements’ tail lo contribute to 
such a process ol re-building and transform¬ 
ing llie nalion slate - A/adi BachaoAndolan'. 
a variety ol nco Gandhian 'vikalpu' cunvcn- 
i urns, many new versions of Hind Swaraj 
hui lacking Gandhi's political momentum, 
■uul some lliough not all offshoots of the 
anii-Congress legacy of t.olua. Similarly, 
the idea of a 'Second Independence Snug¬ 
gle ('l)usri A/adi'f sounds to me loo ro¬ 
mantic and single-stroke an idea, riven with 
anund set dial is al holloni ahislorical. Instead 
ol taking the Indian enterprise further, it i« 
simple ic'ic-ctmg Hand wanting lo »lart anew 
li involves a polarisation of nine alongsidc 
polaiisation ol ideology, as il all 47 years 
since imlepcmlcllcehaveIteenwasted While 
diere may Ik a lot of intellectual bravado 
n. u il is highly iricsponsible. ignoring as 
il d. s s llie snuggles and yearnings and hopes 
ol millions ol people acioss so many gen- 
ei al lolls, ol those who toiled to give us an 
India lo liclong In and on that basis .-I 
belonging. u> transform it 

Tins is not to support or uphold the 
Nelli u He legacy II was loo much ol ucuilxm 
copy ol the west lo succeed (despite some 
ctloris by Nehru lumsclf to 'synthesise' 
India s cultural hcnlage and mixlcrn iivxli- 
(iiiioiis and usages)." - l-vcn at that it tailed 
to sustain llie considerable tramework of 
oveiall vision, inslilulions. idcokigica! per- 
s(K - c - nve and political cnltutv that had once 
Ik-cd held out with a view lo transforming 
Indian reality foi carrying foilh Ihe social 
icvoluiion lor which it was in a wav intend 
c.l II was this promise of the new Indian 
enterprise which led (he people lo lend it 
their support for so long, make (Item willing 
to undergo sacrifices and put up with injus¬ 
tices ami exploitation, and for which they 
liad even tolerated (lie leadership’s lame 
excuses and hollow explanations and 
hraiklishmvnls (ala Naraximha Kao). It was 
its failure tocarry through the social rvvolu- 
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lion (however modestly conceived it w a , i 
-remove poverty, reduce injusliccs.expand 

(lie spaces for diverse peoples ami commu 
nities - that has ted to so much discontent 
and lias produced an institutional vacuum 
which has played into the hands of obscu¬ 
rantist and neo-laxcixt forces oil llie one- 
hand. amt Ihe globalising thrust towards 
undermining national autonomy amt inde¬ 
pendence < in the oilier. Meanwhile there lias 
taken place u widespread impression ol » 
stale that has gone asttay and a society that 
lias lost ilKinoormgs. while Die system' that 
was supposed to have delivered live goods 
is losing its capacity I. > In >nesl|v lay oul whai 
is lo ciime next and prepare llie people for 
Ihe same, producing a veritable no man's 
land, giving in lo eilher despair or sheer 
cy nicism (though some may still Ice! exciled 
lliut everything is at Iasi changing). 

And ye I this was one syxlem lhal was a 
stable and going concern, with some basic 
commitments and allegiance to values, even 
if a little inchoate and ambivalent. Ihe ideo¬ 
logical stance dial was adopted being not 
sharp enough; perhaps in that lay Ihe strength 
of die model, provided of course the key 
leadership knew how (o steer die ship of 
slate. That the stability that it promised 
generated complacency and a degree of 
inertia was also to he expected; all function¬ 
ing systems lend to siagnJte. But Ihlsnfitxell 
may mil have mallcrcd l.* - much so long as 
the basic institutional framework was inlacl 
and working, and iftul a minimum of ac- 
cilunlabilily and tolerance ol dixseni and its 
legitimacy r 

The basic lailuicot course vvjs not to have 
indigenised the Nehru model f-ven this 
would have happened not through some 
dogmatic or fundamentalist rejection ivf all 
external influences - modern (Cchm higy. 
western ideas ol either lib.-: :1 or socialist 
vintage. Ihe Hnglisl ' uiguage-as by simply 
carrying llnougli the agenda of social trans- 
I. small, xi. nuking it (he essence ol the secular 
drive against parochial interests n| both tra¬ 
ditional ami modem kinds, thus moving 
closer to the people and enabling them lo 
come into their own. in that way almost 
automatically indigenising tin- model It •« 
now clear (bat vested interests in both urban- 
industrial and rural agricultural sec lots 
succeeded in defeat mg the social agenda that 
had emerged oul of the composite Gamlhi- 
Nehru' legacy and creating grow ing dts- 
conlcnl al the level of people's responses 
ami attitudes (alter die}’ h.kl given the model 
a long ny) and ay awning vacuum at the level 
ol institutions and llie value system. (The 
Nehruvinn model ol die state faded lo build 
effective defences against these interests 1“ 

It is the attempt of Hind urea to mohduoc 
this discontent and till this vacuum by an 
aft km I based ort sectarian and ckigmatk l«v-s 
It cannot succeed because |l Usi lacks a 
social agenda. I have mufoubt that the future 
lies in the Mamlalite du'ects si (I use the term 
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symbolically rather than descriptively) 
through a coalition of ground level forces 
drawing upon major sections of the dulils. 
the Muslims and olhei minorities and the 
lower rungs of the backwards and the land¬ 
less and rcsourccs-depleied peasantry (cut¬ 
ting across caste identities). That this is a 
direction that strikes terror and insecurity 
among the prolcssional middle classes, the 
intelligentsia ami (he mass media is. of course, 
true. But fortunately the values and commit¬ 
ments of democracy arc still vibrant, liber 
alism is nol all dead and (here is a genuine 
IcarofHiixiulva. Which way ilu.s polarisation 
between top-down resurgence of nativism 
and the bottom-up resurgence - not so much 
of nativism hutofdiverse representations of 
indigenous reality - will get resolved, is not 
yet clear. Perhaps it will all remain polarised 
for a long time until a new structure of 
leadership and social cadres emerges from 
the failures and ruins of the present one, 
stirred mil of the very tension and violence 
that is on the upswing, some of it reflecting 
a new determination among sections of the 
masses to (end lor themselves and. through 
theirown strivings, find a path, a perspective 
and an intellectual vision suited lo their 
aspirations '* 

E.MiumtNn CiiAij.i-v.i : Ni w lorn <k;v? 

Perhaps the greatest challenge that the 
political process of pnxluung such a vision, 
and the institutions ami policies based on it. 
willjacc will he with respect to the global 
threat of the only prevailing ideology of 
social change and 'reform" that seems to he 
gaining ground among so many, namely 
liberaliution based on dclcgilimisation of the 
state, privatisation of the means of produc¬ 
tion. and globalisation of finance, trade and 
technology through the enormous concen¬ 
tration of economic power and the global 
reach ol the TNCs. the philosophy of ’mar¬ 
ket" being the vine t/iiti nun of it all. It is an 
ideology (if it can be called that) that exudes 
great confidence and expcels to conquer the 
world by making full use of the global frame¬ 
work of institutions that were originally 
established to deal with disparities between 
stales (carrying forward the Keynesian ideas 
of public policy), but have since become the 
exponent 1 ! of die ideology of the market. 1 " 
Together, the TNCs ami the Brctlon WikxIs 
institutions have Ixxn at work to disem- 
power both the nation state and the diverse 
cultural and civilixational thrusts of non- 
western civil societies, as well as the cultural 
and class (and caste) expressions of the newly 
mobile and aspiring masses 
Fortunately, there is an inherent instabil¬ 
ity in this ncwcnterprise of globalisation as 
literally billion* of people and thousands of 
communities and cultures are left out of its 
* purview. It is also at bottom highly de¬ 
humanising ami brutalising. Can liberalisa¬ 
tion liberate the top soil litters andtlcmcan- 
mglifcmyleolthe "bhangf .'Does Man mohan 
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Singh or Narusimha Ran fur that matter, or 
the many minions working for them, know 
anything about the basic condition in which 
millions in India live? What kind of 'reform 
package’ is this ‘liberalisation' if it not just 
fails to 'liberate' the poor and the destitute 
but in fact wraps them around in circles and 
chains of permanent bondage? 

Liberalisation is being advocated both us 
an alternative to die earlier model of devel¬ 
opment and as one to which in fact "there 
is no alternative" tthe well-known TINA 
hypothesis). Civilisationally. Indians find 
such ultra-confidence shown on behalf of 
any new idea or ideology difficult to swal¬ 
low. They are by now tired ami somewhat 
exhausted with each new display of ‘alter¬ 
native' programme and parly and paradigm. 
They were lei down by the Nehruite promise 
and have since lieen let down by many 
others But as one has to somehow keep 
going, one comes out with either a ton of 
bricks oi a kilo of flowers and a lol of 
clapping, usually the latter. It is stiU (despite 
glowing disbelief) a civilisation in which 
word mailers more than deed, so much belief 
that once a thing is said, it will be done, so 
I lit Ic demand for real and decisive action.; 1 
Tilts may well turn out to be the case with 
liberalisation on which there is a lol of 
criticism hut no real dissent. On the whole 
the rhetoric seems to have stuck, above all 
on those m charge of the inass media. The 
pity is that so many people seem to have 
pinned (licii hopes on the rhetoric, laying 
oul llicir hard-earned savings - and beliefs 
- at the altar ol these announcements, the 
urbanites more than the rural people, some 
of whom even write lengthy articles anti 
btxiks expressing ciiher excitement or their 
sense of lct-di >wn as has happened following 
the compiomises ami concessions made by 
the liberalisers. In the meanwhile, though, 
tn the name of liberalisation’ the liberties 
of so many millions have gol enxled and 
brutalised. Also, in the meanwhile, the state 
lias been rendered impotent ami made in¬ 
capable ol icspouding to the demands and 
urges of the people 

The challenge' be I ore ilic new emerging 
coalition of grass roots leaders will be to lay 
bare the dcce it anddoublc-spcakunderlying 
the whole new mtxlel. This will not lie e jsy 
as. lacking a well worked oul altcrnutivc 
ideological perspective following the grow¬ 
ing irre levance < if the current mi xkls (liberal 
democratic. Marxist. Gundhian and that 
underlying the new.social movements)." the 
new promise licftl oul by (Jie ‘idcolog^’ of 
liberalisation is likely to take in sections of 
(lie newly resurgent peoples and communi¬ 
ties (e g. the tlalils. the backwards, tlie mi¬ 
norities. above all the supposedly resurgent 
women) who all seek enhancement in status 
and a greater share in the power structure 
of (he state and civil society but who. given 
that motivation, may feel tempted by the 
new promise, die way it is being presented 


The daliu. for instance, are fur more con* 
cemed with seekthg justice at home (in term* 
of a more egalitarian social order and po¬ 
sitions and power in governing structures) 
than in fighting world imperialism. They 
have also been for too long humiliated and 
exploited by a highly arrogant and corrupt 
administration. More or less the same ap¬ 
plies to die Muslims, the buckwards, the 
tribals and the women aspiring for gender 
justice. Their I Kittles are to be waged here 
and now, in terms that are at bottom social, 
curried out in settings that are local (as 
against the NGOs and the intellectuals and 
activists of this or that "new social move¬ 
ment' who gel drawn into the seductive 
international vortex of conferences and 
rhetoric). 1 ’ 

Their battles are global only by inference 
ami as a result of the negative consequences 
of policies pursued by the national elites 
under the influence of transnational actors 
that affect their economic prospects (both 
jobs and livelihtxxl in general). For this (as 
well as against so many ill effects of con¬ 
sumerism spurred by the TNCs) they need 
to join forces with global movements of 
protest and resistance, of course with their 
own agenda in mind, namely, a social strug¬ 
gle on behalf of ihc poor and the oppressed 
and the socially stigmatised everywhere 
But all this i> dittereni from die usual di- 
choloiny between global ising modernity and 
local and regional tradition: the latter is fast 
losing relevance for them. It is also losing 
relevance for large sections of the youth - 
women as well as men - and not |Ust the 
"yuppie" generation of middle class youth 
hut even among the lower middle uml die 
poorer strata. 

BhVo.Ni> Tkaihiion and Moix-xmi v 

It is nol that traditions are nol relevant any 
more, d anything they have grown more 
relevant in lighlof the lailuie of tlx; Nchruvian 
model of secular change when it comes to 
the needs of the socially oppressed. There 
is also so much ancient wisdom, knowledge 
and even lime-tested technologies to pre 
serve or build upon Nor is n dim elements 
within modernity have become any less 
important: again, if anything, some of them 
(especially the institutions ot the indoern 
state) have grown in importance, especially 
tor the ileprived and marginalised sections 
who want to gel liberated from the hold ol 
traditional institutions and Ihc social 
system. Rather, what wc have is a discovery 
that some traditions arc proving weak and 
fragmented, loo dispersed and ritualised 
lienee making (hose who at one lime suh 
scribed to (Item turn to new and more de¬ 
fined structures, towards institutions and 
mindsets that modernity provides. At the 
same lime much of the promise of modernity 
is wearing oul too. 

Where docs one turn? Rediscovery j*f the 
vitality of traditions ami drawing upon Ibcir 
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me wisdom and numhouKcii of knowl- 
c and idea* can only lake place if there 
hilt from freezing of the status quo ante 
ransforming diverge traditions through 
recturing them, redefining goals and 
tenting lost creativity. Only thus can the 
' waves of disbelief and growing lack of 
i in the institutions of the modern stale 
mndled through a new interface of what 
J to at one lime work hut have lallcn in 
tse. the new structures that were brought 
ul have failed to realise the tr < •l>ii-chvcs. 
the yet new futures that have lobe huilt 
n the vacuum created by txitli these 
ires. 

here seems to be a growing sense of 
ayal and deep ambivalence among the 
ressed with respect to modern institn- 
s. which has often led to a tailing back 
heir own reserves, but without iteccs 
ly turning to old and already disc iedited 
cturcs and loyalties. In turn, however, 
ve have already seen, the sense ol he¬ 
al has been used by obscurantist forces 
their own ends. Tins simultaneous loss 
ailh in both the new model ot develop 
at and social change and old. tradition- 
md. beliefs and values and the giowth ol 
euraiitie and neo-lascist forces in place 
>o(h have generated new oscillations and 
sc of dissonance. This has hap|>cncd not 
in respect of prevailing political ar¬ 
guments and the responses emanating 
n t tvil society, which is under stress and 
:n with deep conflicts, hut also m the 
dlcciual grasp ol it all 

SlIJ'llftSM AUtS'l AsO SII’l h'S\ 

4any other sloubts are sin the rise Take 
assumption of equality of nations, cue h 
creign. each like the other at least in legal 
Us. Tins is last giving pi as clo a realisation 
I what we have is a lliei^tchy ol si,ties. 
a|stiily of litem hound in dtveise nnsli-s 
dependence. with many lot want Kisk 
d< 'developed-developing' idklioiomies. 

ply laid slisp.irilies and dispossessions 

ci tunc somany <»t them unotc and more 
licnti are denied ad css lo global iired- 
i*ns. legal li.mrewoiks ami erstwhile 
ecinenls and conventions, m the mean 
lie being pushed iui>> new dial) agree 
nisitiATT. cn. Ho which soniaitv n.iiions 
ul classes- are lie lit g made hostage Tlire 
produced IhiIIi a glowing senst <>l 
veilessncss ami a new traditionalist re 
ion llierelo in Ihe form ol a new upsiitge 
Mlmieiiics. nationalisms new-sell «leti 
oils of identities, all ot which are- both 
•siioning undchallviiging ihcoMassump- 
i of a wt >fi<| based i >n equal ait-1 sovereign 
ton stales. The UN llsell. which was 
finally proclaimed as consisting ol «'' ■ 
•gn and equal stales tail was in lad an 
Wale camouflage of a basically highly 
quid and disparate world, diawing away 
m rather than contributing to a common 
tversal’ eotv. is at last being more openly 


and bluntly turned into an instrument of 
unequal power relations. There arcatill some 
idealists who would like to make the UN 
a genuine instrument of the struggling 
peoples of the world and a set of values and 
objectives held dear to their hearts. 14 But it 
is a long struggle ahead. The point is: should 
one even strive to create an ‘equal’ world 
ol ’sovereign" powers? Is it not a chimera? 
And is il desirable any way? Can a 'world 
civilisation' be based on mechanistic and 
linear not ions like these? Was this not in fact 
the main flaw in Ihe institutional protect 
launched by mixlcrnity? 

(>r again take the growing doubts and new 
questions about basic concepts tike equality 
and/versus pisiiee: what is to he preferred, 
a notion of luslice leased oil meehanical 
equality and the competitive ethos inherent 
m it. or a more organic conception of justice 
arising out ol an admission of the inherent 
plurality of the human situation? f)r justice 
ww/rrehuman rights which conception of 
human rights, legalistic and confined to.some 
luiulamenl.il political rights, ora notion of 
human rights that goes into basic social and 
cultural relationships among humans and 
lutnmunities ’Orukc ‘democracy’: is it to 
he representative from botlom-to lop. which 
in tael becomes a lop to bottom process, or 
is ii lo be based on a fundamentally federal 
and pluralistic view of democracy? Same 
with tlu-ciauc-ptol decentralisation of power: 
re i! lo he decentralisation of slate power 
Irom ilu centre downwards or is it lo be 
hared op a widening ride and scope ol civil 
society and people \ organisations and a 
correspondingly reduced role for both the 
slate and the market? Not having dealt with 
these relatively simple questions of a def¬ 
initional kind has led to a situation where 
the pimciplc ol social |Uslice has been 
gradually replaced by that ot structural 
.idiDstmcnt. while Ihe ule.iol social puiposc 
t,' Ik- pursued in diverse national settings is 
lieing given up ill tavour of global demands 
ol j (echnologu.il and financial kind Over¬ 
all, the entire model of democratic nation- 
building I' being Iasi replaced by that of 
technological progress, underplaying the 
rights and demands ol die people. 

(hi globalism loo. Ihe humanist vision ot 
the global' and planetary kind is being 
replaced by the technocratic discourse ot 
globalisation which lias pennealed the think- 
mg on human alTaiis in one society alter 
another. These societies had already commit¬ 
ted themselves lo the model of ‘inoclemisu- 
lion ol traditional society' through things 
like high i ales ol growth of the economy, 
pursuit ol industrialisation and other objec¬ 
tives of st, iio-direclcd development. This loo 
had its flaws and shortcomings ami lacked 
a vision suited to plural societies like ours 
Bill Ihe modcniisalion that the discourse of 
globalisation has in mind is based on loial 
capitulation lo u homogeneous model that 
is globally conceived and seeks to put an 


end tothe plurality of diverse modernisations 
that were under way. many of whom had 
in-hui)t ideas and values of a humanistic 
kind and often included (icrceptions and 
thinking drawn liotn indigenous reality. Il 
is necessary to noi put draw distinctions 
between modernity and tradition but also 
hclween types of modernity and modes ot 
tradition, the loial picture being tine of a 
large diversity ol vaiious mixes of under¬ 
standing and thinking. The model of 
modernisation based on a globalised market 
and a globalised ethic of consumerism will 
take us to a sysiem in which every detail 
ot choice and desire is processed - or so ai 
lend is the design - by a large single machine, 
society itself being conceived as hum" 
auii liiiw There is hardly any Irccdom in 
this 'free market'. 

Jusl as we need to distinguish between 
types of mixlcrnisjlion and ithhIcIs of de¬ 
velopment. there is also need to not Ihink 
of concepts like pm city and exploitation in 
homogeneous terms. There are diverse 
forms of exploitation ami many type- of 
poverty: distinctive- historical contexts of 
exploitation giving rise !o distinctive types 
of poverty. Wt need lodislmguish between 
fi) economic exploitation associated with 
the growth of urbanised industrialisation as 
was found in l-ngland ami western Hurope. 
following Ihe enclosure movement and Ule 
highly unplanned urban-industrial growth 
based on large influxes of migrant labour 
from the countryside: (li)cicalionol surplus 
value through primitive exploitation in 
agriculture as was undertaken in large parts 
of Hurope and laici in ihe Soviet Union: and 
(ill) both these processes combined with a 
nexus between feudalism and commerce as 
found later in ihe- developing countries 
including the NIC s But all these need to be 
distinguished front f jv • exp)--, .tion under 
wav m India and oth countries in south 
Asia tnol all ot which was economic and 
iixik diverse forms): or (v) the later north- 
soulli exploitation through trailc ami tech¬ 
nology and. of course, (vil Ihe latest neo- 
colonial phase of exploitation through trailc 
regtlfleson (he one luud ami finance capital 
and debt on the other 

All ihcse and oilier similar distinctions ot 
a definitional and conceptual kind have 
lieeome necessary given ihe present drift 
into a highly uncertain and ambivalent future 
at a time when, for other reassure nvv the 
human agemla has got jdded t«i it a whole 
-el ol new- issues such as gender equity, 
environmental justice, eihnk/cuhural up¬ 
surges. new-style movements lot ledcra- 
lisni. decentralisation ami self Jelcrmma- 
tion. ami above all. the slow but undoubted 
resurgence of the denii vrai te lermcnt m civil 
siviely asan ahemalive loboth tile state and 
lire market while at the same timecotmlering 
the rise id phoney religiosity ami Ihe com¬ 
munal virus, logcilicr producing completely 
new demands , xrthc polilK al pn^ciw, J have 
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not mentioned the growing strngglexof tribal* 
itml the skiw but definite awakening among 
the indigenous peoples, castigating the 
mainstream with the charge of liquidating 
their distinctive heritages, theologies and 
worldviews, all of this taking place precisely 
at a time when the salesmen of globalisation 
appear to be running amuck with its design 
of 'reforming' the world as j whole after 
a single image. The earlier p>tints made on 
the rise of the dalils and the new kind of 
radical challenges it poxes, in counter-dis¬ 
tinction to both old and new social move¬ 
ments, can also he added to this lisi of issues 
and concerns that goes into the making of 
the new human agenda 

Ri-'tiriNKiw; IM1J t i-iii'Ai./PiH.iiii'Ai 
Aoi-mia 

Much of the above discussion is meant to 
begin a process of rethinking, for moving 
beyond the crisis ol ideology anil institu¬ 
tions in which we presently find ourselves, 
also with a view to assist in the eurTenl search 
among the leaders of the oppressed strata 
of society fora relevant frame woik lor their 
praxis. A few more issues may be added to 
what has already been said, f irst (something 
(hat is already implied in (lie foregoing 
analysis), we need to uccoid primacy to the 
social question. At the time ot independence 
the elite was provided with two streams of 
thinking on the emergent historical process. 
There was the national-bourgeois stream 
based on (he nation stale as a unit ol 
organisation ot tlie world and economic 
development as the principal agenda facing 
it. There was. secondly, the socialist .diet- 
native based on a different model ol stages 
of growth, namely. I mm feudalism to cap¬ 
italism to socialism, all of which also was 
to be achieved thriHigh the instrumentality 
of the nation state and a world composed 
of nation states. In I mill of them the sivinl 
question was left out. Since then, and par¬ 
ticularly of late. ihc s< vial question that has 
emeigcd %m the I lori/on is based on an 
‘upsurge of identity -u various levels. It is 
still lacking in building a new definition ol 
either development or progress or 
modemis.iliim or iusi change. Thi> lask 
remains to lv earned out. : ' Similarly, with 
respect toidcusot denux racy.pluralism and 
the stale we have so far limited them by 
It vuxing on a nu xlel of g< ivemance ■ >r at Ivsi 
a model of representation Messing in tfvc. ru 
all has heen an appropriate model ol unity 
and integration .is well as a critique of the 
kindofinlcgralionlhal has taken place-winch 
.is we have seen, has led to ilie phenomena 
ol exclusion and dispensability. It has to be 
a model that goes beyond the so often re¬ 
peated max mini ' unity-tn-dhei city, which 
is ol course ti.i-.ic but needs specific elab¬ 
orations lion. the -laiKl|Hnnlol the poor and 
the diverse sir.ii.i ol ihc oppressed.-' 

Also missing has Iven a model ol ihc 
relationship Ivlween die stale and civil 


society. A consequence of these missing 
links in Ihe overall conceptual framework 
of development and democracy, and partic¬ 
ularly as a result of the decline in interest 
in civil society over lime, hux been a rising 
spurt of revolt ami restlessness, which has 
led to the belief that democratic pruxis 
consists in struggle instead of ‘building 
gradually' which was the basic assumption 
of Ihe Nchruvian model of nation-building. 
In short, demivnicy becomes a ‘demund 
side' of development as opposed to Ihe 
'supply side’ that is involved in the Kcaganitc 
and posi-Kcaganitc concept urns ofdcvelop- 
ineiil inow officially ncc'c|Hcd in India as 
part of ihe liheralisation drive). In turn, the 
rise of the 'demand side' has jiroduccd a 
different kind of response from Ihe system, 
namely, law-and-onlcrism.lnshort. we have 
Iwimppiisilcinoilclsof integration. one based 
on supply side economics and law and 
.inlerism. and Ihc oilier bused on democratic 
theory and praxis ax conceived by Ihe people 
and people's oigamsutions Intermediate 
Ivlween Ihe two are regional assertions, 
demands for autonomy ami xcll'-dciciiinna- 
tion. and Ihe efforts to translate the auton¬ 
omy ol die nation stale into autonomy of 
people's organisations, of socio-political, 
cultural and artistic groups, of voluntary 
organisations undciti/cn bodies, ofthc media 
and of the wlmlc information sector. 

< >11 Ihc laslol these there is need lortnaior 
initiatives There is gradually taking place 
a realisation that by their very nature mass 
media, particularly television, is immensely 
homogenising and undermining ol diversi¬ 
ties and autonomies, that tile very cultiva¬ 
tion ol the habit ol turning the idiot Ixix on 
makes one a victim ol monolithic and 
monopolistic tendencies When one adds to 
this the increasing power ol other types of 
contiol mechanisms under Ihc auspices ol 

the coiporalc sector, such as the powei jiuI 
reach ol ad agencies, the growing spectre 
of olliei.il secrecy (more and more being 
utilised by the so-called live cntcrpi isc TNCs) 
and new forms ol manipulation of the pi ess 
inl1ueiili.ilacademics andolhci prolcssion 
als logetiiel ptixluemg a corrosive tlllorm.i 
lion order, one can get a more complete 
picluic ol the foices that he Ivliind the 
growing exclusion of millions troin ihe 
cenlresol power and mlluence. giving use 
lo a rather shatp hardening of Ihe mlcicsl 
slruclurc ot society. It is m tills overall 
context that tlv whole striving lor nub tii nny 
ol ihe media - currently taking .1 li.vk seal 
- needs to lv perceived. alHl. hasc^oii the 
success ol that striving, to relate the twin 
dimensions ol tlv challenge ot history, the 
expansion of trccdom on the .me haml ami 
the mobilisation for change on tlv other. 

Much oflhis isol course part ot reassert 
mg tlv fundamental axioms of ik-niocracy 
ami socialism Somehow tlv msiiiuiions to 
which the latter gave rise slipped away In mi 
realising the original objectives. There is 


need to pick up the threads ottee again at u 
join them to thu new resurgence at (he gran 
rtx>u and the multiple stirrings of the humai 
conscience that are ulreudy under way, am 
produce a new agentlu for the human enter 
prise. 

Notes 

1 III whrrt follows I have dealt W1U1 a nuinhe 
of emerging trend.* — glohahsatHm. upsurge', 
ot consciousness and si niggle frtmi the gnes 
nxss. tlv deep ambivalence ol nrling elite, 
in respect especially ol the mle of the state 
the erosion of institutions m tlv wake of holt 
aiithorilunan tendencies and rmsinting item 
ivialic pressures, tlv overlap of all tins will 
ilk- raging conflict lietween modern seeula 
and Iniditionnlkxi lories. amt tlv growth, 
dolensivoncss of itv Ni'luui tan vision am 
perspective agamsi llvse sets ol uttivles. Ii 
developing tlv pajvr I liave extensively m 
my earlier wnlmgs for wlneli I plead guilty 

2 Kira detiulcil I real meal, see Ilk- special ikaibl. 
issue ot Ijiktixan fhillt ltn Volume ID (, 
M.uvii-Juik- PPM. 

\ On Uv whole dehale osei reservations .e. 
my Cnsis o| Kepiesentali.in' file tliiuln 
August 1 |. PPM. 

4 t )n tlv dispensability Ilk',sis. wv ilk' ehatSe 
on tint luiiiaaef nisei nance' m.Va/iugoim 
l)eiiwtij<\ . A|anla. tosx On ilie emergm. 
cihicol "sun i\ at ol ihetilts'st", sccilvclutpicr 
<ni tlv Political System and tlv Poor' am 
Ilk -1 Emerging (’lass (ilk" in mv (Irrnrtm 
Amnesia: An /cmn nn/’ranfi tnulllu 4 llimnn 
OniM-iiHisiifw. Viking (Penguin). I'WV 
s In ihe eariy decades taller indc'iviideniv Mis 
nuiliial autonomy ol llv economic and III. 
political realms may liave been lunchounl .1 
I liad oiu'e my sell argued Siv mv Poliln.i 
1 1.immiy ol Doic'lupinciH' K K Kale Me 
iikinal Iaxiure. I‘> 71 Willi ihi' qiiiekenim. 
ol llv polilkal piiues.s .iliei ilk- I likigeiki 
howei er. lo lias e |Vi sLsle.l with llv .ipolim .1 
assumption ol econoiiiu |ilanning proved 1. 
be wh tally di.'icaiiMis 

h l-or a perieplne analysis ol Innc ill. 
tiaiisnalionalsliave iiitned llv Ii.viloni ol it.. 
Ii«v nsirkei into captive munopolk'x. e. 
Auiobiiklot Uxise.'Transler lining by MNt 
Sini'ler Silence ol Thud World Kcgiin.- 
/.<ittmmtt AV111 am/tick 1. Volume I.No il 
May l-P PPM 

7 l-'oi eX|msure ol both llv use- m ule ol ilu 
human nglu.> ivav In Ixsli avdcni. e.«|k. i.i! 
ly I' S. diplomacy against Kind woil.l re 
eiiiv.s. ami the c.pi.illy opportunism letuni n 
ol iln.s by llvse leguik-s win. s.mlinu, v 

s iol.rie llv Imiicin itelllsol ihcir people' 
my Iliiin.inKielM'Olleli'iie Damage I'nit 
by t'N Support', the Inilrs m tiuha Apnl 
'). PPM. liv some .qiplie» lo ilk' s'quai'.<l <S 
labour slaml.iul.' by Weslem icgiiiv- wlmli 
■ni.ilu-s betls'i wages amt living eombli.m- 
.uni restraint-' .m slave I.J'hh amt icrt.111 1 
I units ol eiuM l.ttuau ;ls pul o| the new eI. 
nails' regime, and tlk' Imtd mitciy ol Imii-m 
.Hid Other golem Ilk-Mis ol l|v south M 1111J 
tfk' vHiv ch-Kliunc il a< m'w pnaeilkna-' 
reslnilkin* on ir.uti- amt miming Im am 1 
i Wert creme ill l.iKxir wages and uelib ,J 
llv wu lung iUss.imlieLa.il ‘six inf aciu.' 

I Ins i nine up hothdunag llv l "nigM.o 
ol negotiation* at M.innkvsh and fcnei ,nl,K 
11 .() at tfk' XI u II t >i imfen-ikvIvM m < »'«•’ ■ 

X Alul Kohli. Ih wiu rarv amt /bi. <""< 
huU« \ (i/oViMg < /fin of tlmriiiiil’il' 1 ' 

< ‘anlhndget 'niver*iiy Press. Si-w York 
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nod Uuyd 1 nod .Stuaant H Rudolph In 
Pursuit of Labdtmi: IT* Political Economy 
of the Indian Stale, (Jricnl t xmgman, Bombay. 
19X7. 

the linn somewhat del iu led treatnwni o| ihis 
wns laid out in Ihe chapter on social policy 
for Ihe eighthplan when! was in the planning 
commission. Thecommisxioil changed hands 
in 1991 after the fall of llie National Final 
government and the final documcni ol ihe 
eighth plan did not include it. I liav,. a . 
published it in my book Grrneinx Amnesia 
tip ril. I am tlumldul to Shekhar Singh, then 
advisei, planning eommissiou lor closely 
working with me in this effort. Since llien I 
have written several articles on issues ol 
social policy and tlicir hearing on Ilk- whole 
quenlioii ol (lie relationship between die slate 
and civil society. Ilk- most teeenl of llvse 
was 'Flawed licmociacies' A t'nlii|ue ol 
Indian .uid f’S Moil els'. The lime \ ol liuti/i. 
Aptil it), l‘W4 See also my 'Overview' 
diaptcrin Muefikund Dubey teili. I he 'vital 
Situation in huha. pivpured lor die social 
sunuiiH umlerem e to lv held m t o|ienhageii 
in 199 V 

I lutd laid (ail Ihconginal inslrtulioii.il model 
•V well .ls llw beginnings ,4 iis erosion m my 
Politics in liulht (Oncui l .ongiii.iii and I .Mile 
Brown, 197(11 ilsell. Although the bsik wa- 
wnllen helore llw hovenru*t Imid- dv.il let 
to llie Fjiicigcncy. die sign- wen* ileai 
Subsequently. in a senes ol artieles published 
in Seminal (1971 In I'bJt) I h.«l gone min 
indiluliimnl erosion as die mam ic.i-nii lot 
decline in iIciiioci.Hii hmcliomiig, not pisl o| 
lli< normal iii'lilulioiis ol puilinmeiilnp 
demon ,iv .niiilhi'p.iiv. s\-.ts*ntI miI tl».*wloi|.* 
(inKiel o| .uisl ml. deienliahsed and iiiiual 
isiu- siruetuie ol both llw stale and ils iel,i- 
liouslupin die smul sy.siem. Many ol lliesi 
lurve been icpuhlidwd in my two volumes ol 
Piditii i and the /Vo/t/et A|ant.i. |Wl| I alel 

I mined in die insiilulion.il eliall.'nees ol 
grass nuns mn\fiik‘iit* while in limit letcin 
years | tuvebecn com irned willt the siimngs 
ol civil stkiiiy and llwil unplHalioits lot llie 
institutions ol llw stale For sonic Imw now 

I I lave Iveld llw view llut Ilk* I.Hlet .ire l<t«uitl 
to decay tl llwv .simply tiv in ImlJ on ami 
not respond lo eliaiigine tleiii.ilitl» and |>re« 
Miles I loin tvlow See cspcClallv Mali 
axainst Iremm iocs ip ill 

Tile Whole issue til llie n>li .>1 non-part V 
|k> ltltea) groups and movements I'OIIIC ol 
dwtli known .vs Ntith m uvenl ve.iist lu' 
hvn a m.ttlerol ginwine debate amt mnlio 
viTty. Ftir tut early appiesiation and tlwoict 
leal UirmulalH>n ansing I tom a I okay an 
CNKISI) wortedkipon non partypoliin s|wld 
in 19X1. see the Ihico articles bv llw ptesciil 
nuthor. I) l. Seth, and llaisli Sethi in h<>- 
nrnmc and Pohinal llirlll. Volume Id (5- 
February 4. 11 ami IX. 19X4. llaisli Sethi 
and Smitu Kotlian lists). tile Si ll Pails 
Political Process' I'nirilain ,4 he! niifteit. 
lavkuyan/l’NKISI). |9XV.isliung critique by 
IV.ikash Hand at tlw vmy K-.einning ol tlw 
discussion. Action (iroiips/Voiuiilaiv 
Organisations. A l-.uior in Impciiali-i Sli.it 
t>gy'. Marxist Nt> 2. April June l''X4. 
anmtwr mator enlit|Ue. cspeciallv «*t tlw 
l.okav.incllotlbv (tall I>I1IV t ill. fhinsvnlnif 
hctiilnlmn: Sett Social Movement' ami llie 
'smialist Tiathlirm in Imtia. MI Sharpe. Sew 
York, 1991. Fur mwM critique* and iveon- 
skJenaniox, *ce my 'Cnloni.’aiiiHi.BnK ounlei 
t'ullure' mi inkers an Bulletin. Volume '>( 11 
Jamiiuy Fi+rtUary 19)2 ami ilk* edilotial to 
llw must rev-cm issue ol ttw Policin' Volume 


11(11. entitled 'Between Idealism usd Prag¬ 
matism: Non-Pmty Format tons and Mitioil 
Parties'. See also Smitu K oil tan's detailed 
licatincnl ol the issue in the overall content 
ol llw role ol' social movements in a dem¬ 
ocratic polity. 'Siwtal Movements and the 
Kedeltnition ol Democracy* in Phillip 
Oldenherg (ed), huha Riiejniy. West view 
Boulder (f'olorado), 199V. For an earlier and 
somewliiii coinprclicnxivc overview ol llw 
issues involved in live debate Iuhii llw e.iily 
voluniaiy agencies' approach lo ilk* NCiO 
phcminvnon. set* my 'Voluntary dream *a- 
tions m a Plural Society'. leiture deliveied 
as oni* ol llw l)r Motuin Smha Mehta \1c- 
iuoii.il I.eeliiies in Jaipur in 1985. It has 
miii e hvn pul'll*heil a< part ol PS Suiulanim 
fed). 7 he Stale in Crisis. Somatya, Bomhav 
1912 

12 kcl.iifdliiihf stalcotihcilchatfonparty and 
non p.trtv p ilules is llw evolving dcb-ilc on 
deieiilr.di.viliun. ils mam llirnst (as part of 
re -mieiiiniig llw .state or tvconceiving dw 
relationship between dw slate and civil so- 
t lily .’I Vanous gov enmieiils. Innu llw e.uly 
llimkiiieuiuhTNehni liilloviingllwUalwanlr.il 
Mehta lomiiitn.v re|«iri lo dw more ntvm 
leei'lalioiis |«opo,ed under Kajiv (i.imllu 
V I’ Smell's and \nr.c*imlin Kao's govern 
iii. nl*. ending in the 72ml and 7’rd amend- 
lu. ills lo llw ('oi|.stituhon All tills lt.L- lug* 
pencil aliHig'ide ilk* comniilmctil ol all these 
coveiiiiiwnlslii eloh.ilis.iiion' Siliolarii and 
■kiivi-l deb.ile lelleils holh optimist ami 
sceptic ilsinuuts Myowntlunkiiighnsnioved 
I ruin ilk highly posiiive'Dcivnlijli'.ilion A 
1 li sit tin Ntn'S'ilv * ill Seim mil. I uue I97X 
to tin* mote reeoni "A Perspective on 
I K*i cm lallsil inn'. ton mat o/ Hut at Deceit yi 
incni Vol ItliSi. Septemlver 19)1. in winch 
I have moved avv.iy I rum a lonieption ol 
deienliahsalionasileviilulionol power w ill) 
in the structure o! goveriianee lo 
itei tiilr.ihsalion .is a slull Innn die centrality 
ol die stale ideeeniiali.sed and all Hull lo llw 
resiiieeiiee ol civil Mtctety. 

I' I ui .mills d assessment ol llw '.iliciiiaiivv*' 
iniellci lu.ds melutling rethinking ol my own 
earlier[hi'ilionsmi sllernalivedevclopiiwnt'. 
we iiiv llw Yawning Vacuum: A Wmld 
stiiiitnu Mleriialives'. I.t otnnnti am! Polit¬ 
ical Weekly. Volunw 27(221. Mav 29. 199' 
ami Alianatices. Volunw IX. 199'. 

14 llntl anil tlx* earlier article on r oloni.ih-m 
.mil r'ountei-t'ullure open Also llw Nr it Is 
die Slate and World Capitalism l.ikasan 
ftiillcliit. Volume 4(5). October !9Xb. .ime 21 
puhlNwiIin.Vtrtt;oeirttii//)et»i« iai v.Ataiu.i 
I9XS 

15 For an early analysis ol this eonveigeiiee in 
dw inmext ol llw simultaneous growth ol 
lunilmwitfulisni and tfw ndvocniv ol libera- 
iisalion. see iiiv '( lass and ( imimunalixni in 
India'. Eeonoinu Jilt! Pohinal Weckls. 
Volunw 2'(491. December .'. I'JXX. For a 
nHirci-ouipiehensivedovelopineM ol thesanw 
tlwnie. see my recent hook. <>r«h*ing Amne¬ 
sia. An l-.ssas on poseits am! the Ihminn 
Consciousness. Viking (Penguin). 19)'. 

lb On llw turn 1 tonal relevance ol antecedent 
etilture amt nitkli*ru institutions, see my 
'Why lias India Been Denuveratu and Why 
Not' papei prepared lor tlw senunar trti 
foinpai alive Political Tlicory organised by 
Kail Deulsehin(iermany in |9X4. m winch 
I w.isaskedlodeal withthclaclol wvstenkfs 
(especially llw oimpalative theory and 
polities ol devHoptng ureas' types) K ing 
intrigued at how tlw country Itad. tk'spite 
Kang so sieepv*d in tradition, so predion 


inanity rural, poor and 'backward' and all 
that, somehow managed to survive as a 
'deiikwmcy'. The pwte was rvpuWudwd in 
State aitoinst Demoeiart '. op ol. For a lui- 
tlwr development ol llie theme, also taking 
on llwenncism licit India had tailed lo evolve 
into a lend slate and an analysis of Neitru as 
an institution-builder, see my I tanging by a 
fragile Ifvread '/r/egra/di. Spueal Anntvet- 
-arv Supjvlement. July 14. 1994. 

17 Onwlial tlwNthruniiKlelpitiiiiisikl.indwin 
I think it provided a ilislim live model *1 
nation-building, ami mi tlw pre ent a-.jiill mi 
it. set* 'l.nd ol Vlim Minlel'*' flontn.siun 
Tones. SeptemK-r 27. 19)1 t in llw linkage' 
Klwccn the disavowal ol llw model and llw 
alteinpled inlegralioiiinlothevoikleeoiunnv. 
see Find ol llw Vlmi Model', the Smulat 
Tones of huha Pet u *u Dei. niK'i 29. 19)1 
For an t*arly .i|piais,d m Ntluu as an nun- 
lllliui) Nllltier skui alter lu- tle.illi. »v III.* 
Meaningol JawalvirlalNeiini . Ihrhonwmt 
H ceils. Special Nundvi Vt.| |4 i29-'li 
June I9h4 

IX In a way Cuuidhi it«* did mil -unveil m 
eaitying Ihroueh hi- double mission men 
tioik-d earlier. He Ml K*hind a fRitiwwotk of 
dunking tlkil has led n• a growing p><lans.ition 
ol views tor and ae.ini.i Inm. especially in 
recent ye.ir- loHuning tlw glowing awaki*n- 
ine among tliedalils. and Kill) dw auti-( iaiuUu 
diatribe Irum various follower* and 
sy ntpaihi -ersol Ambtslkar ami llw glow mg 
del uisiv eness ol tK- (iainflii.iiis on vanous 
isstti-s. e-peeially in respect ol dw condition 
ol llwdalitsund the Mudmis. | ur a irUtipw 
and Ilk* rti'id lor a new ideological artwula¬ 
tum by IK* .lain movemenl IK-vond huh 
(iandln .uni Amlvtlkari -av my 'Dalits ol 
Todayrfiandhi Amhulk.ii NoiKetevanl. The 
limes o) Imho, May lb. 19)4 

19 | m possibilities on llw-e lines a- well as die 
nleologie.il etKillengi* involved in the same 
around both llw igii'.slion ol ulenliiv. within 
Civil stvilly and llw question H rd.illonship 
with the siale. w Ki-e ol dw Dalits and Ilk* 
Kenewetl IVh.4t* on ('axle' hj-oiunmr ami 
Political Weeils. June 25. 19)4. 

2(1 I liave discussed tins Keagamie- licai.lwnie 
swing ol lK* Wmld Bank. IMF aBd ilATT 
in 'Tlw Yawning Vacuum . ,peii and (oote- 
«i,g Amnesia, op u Bui on the lull impk- 
ealions ol llw ) |K-tali sail ott globalisation 
iikkl'4. set* Walden Bell's Pi air New Third 
World.’ SI tnlr etc' ha So renal m the Global 
hoHmiis 

For dw clever and cynical manner in which 
tlw 'system' -uid iIki*c pn-siding tner il use 
such a euliumt -y ndiumc. sec* my analysis 
tlw Nancsimha Kao phenonwo* and people's 
ie.s|<onsc' lo Ilk* same. Slamlmg Mill'. .Vcm- 
fwfr. Annual NuiiiKt. January 1994. 

22 For a discussum id tins ideological impasse. 
p.irticulaily a< lai-ed hy llw grass rums 
movenk'Ms m IK* tmv oi the upsurge* ol the 
broad streani ol tlw snculty oppressed maul 
strata, av Rise ol U*e Dalits', ipcil. 

2' IKtl. 'Yawning Vacuum', tp etl 

24 Ian a eomfndwosive treatnwm ot the t 'tiled 
Nat ions bused on huh a critique ami a design 
lor icnewal Innu vanous thresholds ol pot- 
uics.devehipmow. envinnttneni. human nghts 
and pcuple's security, see Frslune (Inkleru 
and Brian f rqutian Kenexemg the Vmttrd 
Natrons System. I )ag I Unuiurskydd Ftwnh- 
non. fippsota. I*W4. 

25 Soi* the rdorvuevs in U«Mm4e Ml musocval 
pohey and ihe rrlakd dtsmssnm in (tv u*w 
ol lK* piper. 

2b Siv my '( tva- >4 KigHescnunton’-. op crt. 
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Rural Non-Agricultural Employment in Kerala 

Inter-District Variations 

Mridul Eapen 

This paper focuses on changes between 1971 anti 1991 in inter-district variations in rural nan-agricultural 
employment in Kerala. The determinants of non-agricultural employment are examined through correlation analysis. 


IN an earlier pjpcr we had examined the 
nature and determinants of rural non- 
agricultural employment in Kerala, a state 
in which the process of diversification was 
initiated much earlier and is in some ways 
unique (Hapcn 1994J. The analysis was based 
on National Sample Survey (NSS) data for 
the state as a whole since the early 1970s. 
a period which marks a turning point in 
Kerala's economy. First, the process of 
eommereialisation was intensified since the 
mid-1970s with an acceleiatcd shift in area 
towards major cash crops such as coconut 
and rubber on account of sharp changes in 
relative prices vis-a-vis paddy. Second, there 
was an unprecedented outflow of workers, 
•fromrural areas also, primarily to west Asia 
(the 'Gulf hoom’) resulting in a large inflow 
of remittances. That the net result of these 
changes (despite a decline in paddy prices) 
appears to have been some improvement ir. 
rural well-being even among the lowest 
deciles of the rural population is reflected 
intheconsumptiondata. We argued that Uje 
’big push' for growth in non-agricultural 
activities since the 1970s appears to be 
consumer demand-hased largely tin the 
remittances. However, in the absence of a 
production structure geared to meet the 
emerging pattern of demand, despite a 
potential increase in productive capacity by 
way of savings generated largely from the 
remittances, most of the gains from such an 
accretion of incomes leaked out to other 
states. Kerala gained primarily from the 
increase ui demand for services and a 
diversified food demand whose linkages, 
however, arc few. Hence, though Kerala 
ha* a relatively much higher proportion of 
rural non-agricultural employment 
compared to all-India, the emerging 
occupational structure is weak, reflected in 
it* inability to take ad vantage of the impetus 
for growth generated by the rapid increases 
in demand. " 

In this paper we focus on inter-district 
variations in non-agricultural employment 
in the state, relying entirely on census data. 
Wc discern some shift in the processes 
underlying rural diversification in the 1970* 
vis-a-vis the 1980*. The paper is broadly 
organised in two sections. In the first xeclion 
we review ihc evidence. while in the second 
section we analyse the determinant* of rural 

k 

r 

<34 


non-agricultural employment through a 
correlation analysis. 

- FMHRKAL F.VIDEJSCIi 

Since a number of new districts were 
formed between the early 1970s and 1990* 
in Kerala. 1 adjusting for which would mean 
combining or jettisoning large tracts, we 
present the evidence for the three census 
years 1971.19X1 and 1991 for the districts 
as they cxjsicd in each of the years. This 
precludes an mtcr-temporaJ comparison of 
the districts whose boundaries liuvc changed: 
however, since it is the patternofempioyment 
in terms of ratios that we are primarily 
interested in. broad comparisons are not 
vitiated. 

Table l provides data on the significance 
of non-agricultural employment across 
districts which have been arranged 
geographically: broadly. Cannanorc. 
Wyanad. Kozhikode. Malappuram and 
Palghat constitute the northern region of the 
state; Trichur and Emakulam fall in central 
Kerala and the rest in the southern region. 
As mentioned earlier, the census data arc 
used for the inter-districl analysis according 
to which the shift towards non-agricultural 
employment in the 1980s is not as sharp for 
males, as revealed by the NSS. hut is sharper 


for females. While male non-agriculture 
employment increased from about 39 pc 
cent in 1971 to 43 per cent in 1981, in thi 
following decade it recorded a margins 
increase to 44 per cent. In 1991 almost (hi 
same proportion of male and female worker: 
wercengaged in non-agricultural activities - 
44 percent. It may be noted that the estimate 
relate to main workers alone (mori 
comparable to the usual principal statu 
[UPS] estimates of the NSS) since th' 
industrial classification of marginal worker, 
for 1991 is still not available. 

The state average docs conceal some inter 
district variations: the share of non 
agriculture in rural employment varies frou 
23 per cent in ldukki in 1991 to 37 per ecu 
in Kozhikode and 36 percent in Trichtir(fo 
males). Other districts where it ixsubstantialh 
higher than the state average for males an 
Fj-nakulam (52 per cent). Allcppey (49 pc 
cent) and Malappuram (46 percent). Wyan* 
and ldukki. primarily hilly areas (with 
large tribal population in the former) bav 
significantly lower shares of rural non 
agricultural employment. As at the stati 
level, the share of non-agricultura 
employment for males increased betweci 
1971 and 1991 foralmostalldislrictxcxccp 
Cannanorc and Trivandrum. Durui) 
1981-91 when the increase in male non 
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44.0 
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38.8 
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35.4 
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36.3 

42.9 
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20.5 
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26.5 
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17.1 
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Kozhikode 
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61.6 
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54.7 
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5 

27.4 

Malappuram 

46.5 
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37.3 

43.6 

6 

28.8 

36.5 

6 

22.2 

Palghat 

43.7 

6 

16.7 

41.5 

8 

16.0 

35.1 

9 

12.9 

Trichur 

56.4 

2 
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1 

37.1 

Erunkulam 
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54.1 

42.3 

4 

4.3.3 

(Anion 
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35.2 
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11 
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35.7 
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Note: CV-Oocfltciem of Variation. 

Source: Census of India, Kent)a. Geaend Economic Tables far 1971,191) and 1991. 
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agricultural employment was marginal, 
districts like Tricljur, Wyanad, Quilon and 
Mallappuramrcgixfcred significant increases, 
Almost the same dUtrifct* continue to occupy 
the top ranks in terms of the share of rural 
non-agricultural employment. in the case of 
Cannsnore, while the share for males 
declined, in respect of females the share of 
lion-agricultural employment in rural areas 
rose hy over II per cent between 19X1 and 
1991. Female non-agricultural employment 
is much above the slate average in Kozhikode. 
Kottay am, Alleppcy. Quilon andTrivandrum 
while Palghat reveals a low and near constunt 
share. However, since marginal workers form 
an important proportion of total female 
workers - 20 per cent in 1991 and 24 per 
cent in 19X1 - and are largely concentrated 
in agriculture and related activities, iheir 
exclusion biases the estimates of non- 
agricultural employment upwards Hence 
these nutnlters should be taken only as broad 
indicators of relative differences lx:tween 
districts. 


Industrial Composition of 
Rural Wc*kh*ce 

Table 2 gives the industrial distribution 
of the rural workforce. It is interesting to 
note that although the share ol agriculture 
in rural employment declined for males in 
almost all districts, it was primarily on 
account ol the cultivator category; the 
proportion of agricultural labour has 
remained almost constant as also of 
agriculture-related activities (disaggregated 
figures not given here). Howcvei. m 
Cannanorc and Trivandrum there was an 
increase in the share of agricultural 
employment for males on account of 
agriculture related activities in the former 
and agricultural labour m the latter. 

I sxiking at the industrial composition of 
the rutal non-agricultural workforce by 
districts, wc lind that tor the stale as a whole 
the lerliaty sector accounts for almost 30 per 
cent of the rural male workforce while the 
share of the secondary sector is about 15 per 


cent. This bolds true for ail districts, viz. a 
higher share for the tertiary sector. Bet ween 
1971-9! while the share of the secondary 
sector declined marginally for the state, major 
manufacturing centres such as Fmakulam 
and Trichur maintained their shares white 
in Kozhikode it recorded a significant 
increase. Alleppcy and Quilon. the centres 
of major traditional industries of Kerala, viz. 
coir and cashew, also witnessed some 
increase in the share of die secondary sector 
It is interesting to note that cross-classifying, 
districts with high, medium and low levels 
of non-agricultural employment with high, 
medium and low shares in secondary and 
tertiary sectors | Busunt el al 1994] we find 
a close correspondence with both, even 
closer for the secondary sectoi (Table 3). 
None of the districts with a high share of 
non-agricultural employment had a low 
share of either the secondary or tertiary 
sector. This is an nnpoilant I Hiding. At the 
slate level wc found that most of the growth 
in non-agriculiural employment was in the 


1 Amt 2 l*i ki i mm. i DiMkiie nos •» Rokai Mai i Wokki xs by Inimmriai ('lassihcaods - 1971. 198! a.v> 1991 


_ ___ District __ 

Category CNN WYM) K/l) ML. PM PI/.T THR IX M ll)K' KTM Al.l’Y i'lA QLN TV.W Kerala CV 


1 - 111. Agriculture, 

and Related 

Achviln 

PCI 

<7.1 


1.0 

P>M 

<4 4 

"»; j 

77 2 

1991 

It 

7 (.5 1 

4 .3 t 

IV- Miuing aud (Juatrying 


1971 

1 0 


0 9 

1981 

2 7 

0.3 

2.6 

1991 

3 1 

0< 

3.2 

Va: Household Industry 


1971 

3.1) 


2.6 

19X1 

1.7 

1 1 

22 

1991 

0 f> 

0.4 

1 1 

Vb Non 

Household Industry 


1971 

M.6 


6.9 

19X1 

12.1 

3 9 

ion 

1991 

6.4 

24 

7.6 

VI Constniction 



1971 

1 X 


1 •> 

19X1 

3 4 

1.1 

4 < 

1991 

4 0 

2 0 

3s 

IV - VI: 

Secondary 

’ Sccioi 


1971 

19.4 


122 

19X1 

19.X 

0 4 

19.X 

1991 

14.1 

6 3 

17 3 

V||; Trade and Coinincico 


1971 

10.8 


II 7 

19X1 

13.2 

X 2 

17 4 

PWI 

13 4 

X 9 

I7.< 

VII1: Transport and 

1 ('oinmunic 

alums 

1971 

2.7 


4.3 

19X1 

3.X 

2 1 

7.3 

1991 

4.7 

3.1 

7.9 

IX Services 



1971 

10.11 


I0.X 

19X1 

8.8 

6.0 

10.3 

1991 

11.3 

82 

14.0 

VII - IX 

Tertiary Sector 

26.X 

1971 

23.5 


19X1 

25.* 

16.4 

35.0 

1991 

29.4 

20.2 

39.4 


Ci 3 S 

64 9 

<1 7 

<3.6 

4< 2 

<6.4 

<X.< 

47.7 

53.5 

56 3 

43 6 

48.1 

0.-7 

0.4 

O.X 

1.0 

1 < 

0.9 

11 

1.2 

1.5 

0 9 

0 9 

1.4 

2.3 

4.6 

4.2 

3 2 

2 6 

t S 

3.0 

2.7 

1 < 

2 6 

2 4 

1 4 

7.1 

X.9 

14.0 

13.< 

X (1 

10.9 

13.3 

14.2 

3 1 

9.5 

13 4 

12.4 

1 6 

l.X 

2.1 

4.5 

2.7 

2.5 

4.0 

5.9 

44 

3 0 

4.8 

6.X 

12 1 

15 7 

21.0 

22.2 

14.8 

17.x 

21.4 

24 0 

14 5 

15 9 

21.6 

22.0 

9.9 

X.2 

12.2 

9.1 

12.7 

10.7 

14.5 

10.6 

13 X 

12.0 

15.7 

12.2 

3.6 

2.6 

4.5 

5.1 

4.6 

4.2 

5.9 

6.1 

6.1 

5.7 

7.9 

7.4 

10.9 

X.5 

10.6 

10 0 

11.6 

8.7 

10.5 

10.1 

12.1 

10.0 

11.1 

10.3 

24.4 

19.3 

27.3 

24.2 

28.9 

23.6 

30.9 

26.9 

32.0 

27.8 

34.8 

29.9 



71 1 

<7.7 


49.1 

79.4 

58.0 

51.9 

76 7 

57.4 

50.9 

64.1 


0.4 

0.3 


0.1 

0.6 

0.6 


0.3 

0.7 

0.6 

0.6 


1.8 

3.5 


0.9 

2 1 

3 5 


0.6 

1.5 

2.6 

1.2 


66 

9.4 


4.2 

8.5 

10.4 


3.6 

76 

9.1 

5.X 


1.7 

1.8 


1.5 

3.1 

3.2 


2.0 

3 9 

4.1 

3.6 


10.5 

15.0 


67 

14.3 

17.7 


6.5 

13.6 

163 

11.3 


6.9 

10.2 


6.5 

11.2 

12.7 


7.4 

12.1 

12.8 

9.6 


2.4 

4.1 


1-9 

4.8 

5.7 


2.X 

5.6 

5.5 

4.8 


9.0 

12.9 


5.5 

11.7 

12.0 


6.7 

11.3 

14.5 

10.2 


18.4 

27.2 


13.9 

27.7 

30.4 


16.9 

29.0 

32.8 

24.6 


64.X 

64.3 

61 1 

64.2 

61.3 

61.4 

57.0 

45.0 

57.4 

62> 

56.0 

17.1 

0.5 

0.4 

0.6 

79.2 

0.7 

0.4 

1.1 

91.8 

07 

0.5 

1 2 

79.9 

2.< 

4.1 

3.2 

67.2 

20 

2.9 

24 

62.4 

1.2 

1.7 

1.5 

48.6 

8.4 

7.6 

9.6 

71.3 

9.3 

7.X 

9.9 

60.5 

9.2 

5.7 

8.1 

37 0 

1.5 

1.7 

2.0 

69.7 

2.3 

3.3 

3.2 

59.2 

3.5 

4.2 

4.1 

31.6 

12.9 

13.8 

15.5 

69.7 

14.4 

14.3 

16.7 

54.0 

14.6 

12.2 

14.9 

23.7 

8.1 

6.5 

9.3 

67.4 

9.6 

7.9 

114 

49.5 

11.2 

8.0 

12.1 

28.0 

3.1 

2.8 

3.5 

69.9 

3.9 

4.7 

4.7 

54.1 

4.9 

4.8 

5.7 

18.4 

11.1 

12.6 

10.6 

64.9 

10.8 

11.7 

10.2 

46.8 

11.9 

* 12.4 

11.3 

20 0 

22.3 

21.9 

23.4 

65.0 

24 4 

24.3 

26.3 

47.3 

28.0 

25.2 

29 1 

19.3 


Sourer: .Same m TaMe 1. 


6 « 


EwoooBiic and Political Weekly March 25. 1995 



tertiary iccctot’. However, ut tbc district level 
it is observed that high levels of non- 
agriculturul employment are associated with 
high levels of both the tertiary and secondary 
sectors. 

Manufacturing, household and non- 
household. accounts for (he larger share in 
the secondary sector. However, growth has 
by and large been significant in the 
construction sector, the share of which has 
risen for all the districts The decline in the 
■ share of manufacturing was primarily on 
account of household manufacturing, while 
non-household manufacturing lias main¬ 
tained its share in relatively industrialised 
districts such as Triehur {13-1 per cent). 
Kmakulam (12.4 per cent). Quilon and 
Allcppey (9.2 percent) and raised its share 
in some growing industrial areas such as 
Palghat and Kozhikode. In some districts 
the share has declined as in Trivandrum 
andCannanorc. Construction accounts for 
an uhovestale average share in Kmakulam. 
Triehur. Kozhikode and Malappuram. 

Within the tertiary sector, employment 
has grown in all the sub-sectors but it was 
the highest in trade ami commerce, followed 
by transport and communication, the former 
now accounting for the highest share in rural 
non-agricultural employment except for 
Trivandrum, where the share of social, 
community and personal services is higher. 
The share of trade and commerce was the 
highest in Kozhikode. 17.5 percent, followed 
by Triehur. 15.7 per cent. The share of 
social, community and personal services, 
which includes government service, 
education, health and personal services, does 
not vary much between districts, ranging 
between 10-12 per cent except for some of 
the newly formed districts. 

Summing up from the above we observe 
that there are variations indistrict level shares 
of non-ugricullural employment; however 
the coefficient of variation ts low and has 
tended to decline overtime. Even in respect 
of females for whom it was rather high in 
1971. there was a decline. Almost all districts 
have recorded an increase in the share (to 
the extent that wc can broadly compare 
distrigtwi.se figures overtime) and the ranks 
of districts have not undergone substantial 
change. While the growth in the tertiary 
sector occurred across the districts and in 
each sub-sector, the share of the non- 
agricultural employment tends to vary 
positively with the shares of both the 
secondary and tertiary sectors. In the next 
section wc locus on' some of the major 
determinants of nob-agricultural employ¬ 
ment in the Kerala context. 

ITkttxminants <a Rt hai Non- 
Ar;»K H.itRAi EMFtoYMitvr 

In the slate-level analysis wc had broadly 
>«xtabli*hcd that a high degree of commcrci - 


alixation. ckwc rural-urban linkages, rapidly 
declining land-man rarios. increase in the 
proportion of marginal holdings, and 
growing Icvelsofliteracy.have historically 
played an important role in generating a 
high levelof non-agricultural employment 
in rural Kerala. While these must have 
continued to impact on the rural 
employment situation, we had attempted 
to explutn (he changes observed in the 
1970s and l9X0s primarily in terms of the 
increase in rural prosperity, reflected in an 
increase in consumer demand for goodx 
and services ami investment demand for 
housing. Tlte role of all these factors has 
been widely discussed in the literature: 
however, we emphasise the major 
contribution of the emergence of a fairly 
broad-based rural prosperity in generating 
a high level of non-agriculturul employ- 
mentjn rural Kerala. This was based not 
on high levels of agricultural production/ 
productivity but. as noted earlier, on a 
broad-hased flow of remittances into rural 
areas and increases tit agricultural incomes 
on account of relative price movements 
between food (primarily paddy) and non- 
(i-kkI( primarily coconut and nihher)crops 
INarayuna I990|. 

It is interesting to note that earlier studies 
which attempted to capture the impuct of 
rural well-being through per capita 
expenditure levels in an inter-state analysis 
did not come up with significant results 
|Sankarnarayanan 19X0; Unni 19X9). 
However, our analysis showed thut there 
is a relationship between the increasing 



and diversifying levels of per capita 
consumption in Kerala,even for the bottom 
deciles of the rural population, and the 
growth of nan-agricultural employment in 
Kerala, particularly services. This could 
he. perhaps, due to the quantitative and 
qualitative difference which occurred in 
consumption levels since the late 1970s 
with the inflow of remittances, the sharp 
increase in relative prices of certain cash 
crops, and the growth in rural wuge rules, 
particularly in non-agriculture which 
broadened the consumption base and its 
pattern jKapen |994|. 

To u large extent, then, the major 
hypotheses thrown up by studies on 
rural non-agricuhurul employment 
(RNFEM) appear to hold gixnl at the state 
level for Kcralu. Wc have not discussed 
these ut length since a number of earliei 
studies have done so | Vaidyanathan 19X6. 
Unni I9R9: Shukla 19911 In this section 
we examine the role of these factors at the 
distriel level, focusing on the importance 
of rural well-being reflected in the 
demand for goods and services, us a 
major determinant. Wc shall also attempt 
to capture the changing relative impor¬ 
tance of the underlying processes over 
time. 

Tltc exercise at best shall he an imperfect 
one since data at the district level in terms 
of rural prosperity is difficult to estimate 
Percapitacxpcnditure is not available, nor 
the remittances districtwise. We have 
attempted to capture rural well-being in 
terms of: (I) per capita state domestk 


Tabi f. 3 : I)i\tki<ts ('boss ('i asmhi.o by Sham, or- Non-Aram ot t<’bai Wobki ks (Mai ks| 
am> S iiaxi-.s or S H oNiiABr/lV.at way Sh i i his - 1 4 WI 


Share ol Secondaiy/ _Shaft- -AlMVUllUf- i tl_ 

Tertuuy Sectors High(4i Medium (') l,ow(l4) 


Secotufars sector 

High 
(Top 4) 


Medium 
(Middle 5) 


Iajw 

(Bottom 4) 


Kozhikode 

Tnchur 

lirtuikulam 

Alleppev 

PhI glial 

MalapfXiRim 

Quilon 

(’anaamac 

Kotlayum 


Tertian sector 
High 
<Top4> 

Medium 
(Middle 5 1 

low 

(Bottom 4) 


Koztukodc 
Trichur > 
Alksppey 
limakulam 


MaJappurun 
C'an rumor e 

Halghm 

Qmloa 

Konayam 


Source. Cctuus of India. Kerala. < lencral feonorwc Tables fot 1991. 


Idukki 

WytunJ 

Trivandrum 

I’Xllwnatntluiu 


Idukki 

Wyaad 

Trrvaadnim 

PKhaaamihma 


-1- 


‘4 


| 1 »'‘l l 1 I * ■ 
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^P«P>rt«ofnM(n^|BBta^ 
(tMtoportioa of (be level of literacy from Ac middle level 


Mpamrnrvtmimm 'Worteto. of (he level of literacy from (to middle level 
»jftogtoral labourers onward* (EDM). fitls i* sbo a•puB’ factor 
We h,v * *“« «xJw«tioB umHm a Sift from 
notdeflatodlheSDr primaryy because we agriculture to non-agriculture. The 


agricultural income* due to relative price 
movement* bet ween crops, that is. the terms 
of trade effect, very pertinent in the Kerala 
context. However it covers only a section 
of the rural population since the non- 
agri culture related population in Kerala is 
relatively high; (2) per capita bank deposits 
in rural areas districtwise (B KDEP); and (3) 
the incidence of migration in terms of the 
ratio of outmigrants to the total workforce, 
districtwise (MIG), both of which would 
broadly indicate the relative importance of 
remittances. Commcrci al isatinn is measured 
in the simplest way. viz. proportion of non¬ 
food crops to total gross cropped area 
(COMM). 

Given the unique nature of rural-urban 
linkages in Kerala, wc have attempted to 
capture it through {1) (lie proportion of 
medium towns to total towns (MT). and the 
proportion of smalt and medium towns to 
total towns (MST). and (2) the proportion 
of population in large villages (above 5.000 
persons) to total rural population (PLV). 
While the process of urbanisation had been 
rather muted in Kerala, the decade 1981-01 
witnessed a sharp increase in the proportion 
of urban population to 32 per cent which 
is now above the all-India average. Hence 
the degree of urbanisation is also included 
as a variable (UKB). 

Some of the 'push’ factors out of 
agriculture have been approximated through 
(1) the rapidly declining land-man ratio 
defined as gross cropped area per agricul lural 
worker, viz, cultivators and agricultural 
laboufers(LMk); (2)proportnai of marginal 
to total holdings (MHDl ami the proportion 
of agricultural labourers in (he rural 
woritforce (ALF). since the proportion of 
non-agricultural employment is high among 
themarginal holders ami the landless. LMK 
and MHD arc of course interrelated, since 


to decline in average size ofhokling through 
partitioning has played an important role 
which was brought out very significantly in 
a field survey we had undertaken. Howe vex, 
in the absence of secondary data to 
substantiate this phenomenon we are unable 
to capture Us impact. 

Tables4 and 5 provide correlation matrices 
formate rural non-agricultural employment, 
at the district level for the years 1981 and 
1991. It may be noted that data on some 
variables was not available for all yean - 
for instance, proportion of migrants to total 
workforce in 1991. educated from middle 
level for 1991. and proportion of population 
in large villages for 1991. 

It is interesting In note that in 1981 the 
incidence of migration (MTG) had a 
significant impact on rural non-agricultural 
employment; the role of bank deposits 
(BKI)EP), though not significant at I per 
cent, is significant at the 5 per cent level. 
However there was no significant rclation- 
sltip between male non-agricultural 
employment and agricultural SDPpcr capita 
(SDP) or commercialisation (COMM), 
white urbanisation was significantly 
related. 


» vln 1 ?! -v. «■' >, -V? 

A m c ngi w'puiA T aeaa n . l iu d nutt ratio rt 

(MHD) were significant However the i, 
relationship with the proportion of agri- w, 
cultural labour force (ALF) was significant r 
but inverse. The proportion of rural i' 


(EDM), for which we have data only for 
1981, did not show any relationship to the 
share of non-agricultural employ meat. 

However by 1991 the situation 1 y* 4; 

substantially. Run] next-agricultural empfey- C|: 
ment appeared to be related significantly to \ 
urbanisation (external to the rural sector). 1 
land-man ratio and proport i on of marginal 
holdings, both reflecting a ‘push* out of j p 
agriculture. The proportion of bank depoahs ' h 
was not related. . i 

Broadly, then, whitein 1981 hothdoMUMf ! 
and distress induced factors played important 
roles in determining rural non-agrkaultnoil si 
employment, by 1991. besides urbanisation, j 
the negative factors appeared to be name , j 
dominant. Nor. it may be recollected, was 
the increase in male non-agricultural ’ \ 
employment in 1991 significant. ' 

Summing up from the above Ha ppears 
that the economy did receive a boost' 5 
with growth in demand since the 1970s; 7»f 
however, it was unable to take advantage 
of the impetus for growth on a mntainrd -"/tf 
basis. The continuing growth in the leitiaty '§■ 
sector, then, in particular trade and T 
commerce. docs reflect its role as a- % 
'residual' sector, absorbing labour in the- , 


Tabie 5: Dienucr Levei Correia-itoh Mattox: 1991 


Variables 

sm> 

BKDEP 

COMM 

MST 

MT 

t'RB 

[MR 

MHI) 

AIP 

KNITiM 


COMM 

MST 

MT 

URB 

LMR 

MHD 

ALF RMS* 

.32 

.63 

20 

.38 

•65* 

-.34 

-43 

.02 .V, 

.19 

-.56 

-. M * 

.14 

<7 

.30 

-.52 

tt A 

1.00 

-OS 

.15 

.12 

-.13 

.09 

-.46 

g Wap" f 7* 


1.00 

.63 

.10 

.69* 

-. >! 

M 




1.00 

-.11 

45 

-.26 

S\ 





1.00 

-.07 

1.00 

.54 

-.13** 

-.15 

.11 







1.00 

-.04 

' 'flEr'i 







1J00 



No <4 cases: 13 Stgnificaal al: #- 10 * - I aad *• -0.1 per ceal level 


Variables 


TABtb4: Distsxt Levei Corsei atkim Matrix: 1911 


SDP BK.DEP MIG COMM MST MT PLV URB LMR 
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«Umw of «n ndcqtralu growth in *o»- 
t|ite«Haril employment opportoniUe*. 


Hmce the emerging empktymem struc¬ 
ture with • top heavy tertiary sector is 
weak. 
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Notes 

(Ibis paper is based oa a project loaded by 
the I ado Dutch Programme oa Altcnuttivc- 
ta Development (IDPAD) ia collaboration 
with the Indian Council of Social Science 
Research (ICSSRj and the Institute for Social 
Science Research tn Developing Couuirie* 
(1MWOO), The Hague. IDPAD however due* 
act lake responsibility for the facts stated 
and conclusions readied id this paper. I am 
grateful to A Jayukumur lor his statistical 
assistance] 

I The district of Idukki was formed on January 
26.1972 with three taluks from Kottuyum 
Deviculare. Peertnadc. UdumhundiolM -amt 
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Todttpuzba taluk from Ernakulam district. 
Wynad was formed oa November I. 1980 
comprising North Wyaud taluk of Cannunuic 
and South Wynad taluk of Kozhikode 
districts. PathunamthiUa was formed on 
November 1. 1982. largely from Quilon 
district with some villages Irom iahik.% in 
ABcppey dirtrief. The I4(h district of the 
stare. Kasargod. came into being on May 24. 
19M. formed out ot the two noilherniiHuU 


taluks. Hnsdurgand Kasargod. inr 'annaatvc 
district (KeralaSlate Gazelle ei. Vul 1.19X61. 
We have included Kasargod with Can nunotv 
is our analysis. 
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Ibis **** presents forecasts for the Indian economy hosed on a macro-economic model jor India being constructed by 
the Institute of Economic Growth and Delhi School of Economics Research Teton on Macro-modelling for India. 

With the long-awaited signs of industrial revival, the year that is about to close has given rise to new expectations. If 
these prove to be right and the tempo of industrial growth is sustained, the economy would have entered a new phase of 
development. Thepersisting problems, at least for awhile, would be continued price rise and adverse current account haUmce, 
for which erstwhile solutions are unlikely to be effective. While some problems may get partly resolved and partly reconciled 
to, the retd problems affecting the mass of the people will accentuate at the macro-economic level. 


1 

Overview 

THE fiscal year which closes on March 31. 
1995 has been full of precariously balanced 
hope and despair. While assessing odds in 
favour of the former, our Iasi report (The 
Economic Tunes. September 26.I994)cleaiiy 
highlighted this see-saw phenomenon 
between the bright and the bleak. It may be 
recalled that the report concluded with the 
statement, “...if the economy fails to revive 
now, then hone has nomeuning. But for now. 
we do hope. It is now a matter of satisfac¬ 
tion that the 'hope' has prevailed and our 
perceptions have in many ways proved right. 
Real GDP growth is poised to exceed 5 per 
cent, and in particular, the index of industrial 
production is likely to s!h>w an increase of 
over X per cent. Also, real investment is 
poised for a substantial recovery us a result 
of a major pick-up in its private component. 
Our guarded assessment that 1994-9.5 will 
prove to be u turning point lor the economy 
seems to have been home out during the 
second half of the year. The present tempo 
of icalGDPgrowth is likely tohe maintained 
over the next two years. Again, as we had 
forecast, the price trend continues to Ik a 
cause for worry as the rale of inflation is 
predicted to exceed 10 percent this year amt. 
most likely, during the next year also. There 
has been s»Hne deceleration in oxp< >rt growth 
compared to the last year's actual growth as 
well as compared to our Septum her It rrccast. 
Kor IW4-95 exports in US dollar terms arc 
forecast to rise by about 14 percent. On the 
other hand, revival of industrial activity in 
its wake has also accelerated growth of 
imports from about fi per cent to nearly 25 
per cent. Consequent ly, the trade gap for the 
war 11994-95) will exceed S 3 billion. 
Howe vcr.sincc the csMtntry’KfitrcigncurtxiKy 

assets stand now at a comfortably high level 
ot about $ 20 biUtrm. the large current account 
deficit noses no immediate problem. 

For the next couple of years, the current 
tend* uk likely to continue or possibly 
decelerate. Real GDP growth will again be 
‘•round 5.5 per cent in 1995-% and over 6 
'ier cent in 1996-97. Inflation rate, which 
dowed down to *.3 per cent in 1993-94. is 
.'P again in the current year. Tltc year will 
•lose with an average inflation rate of about 
0 5 per cent, in the next two years il will 
,h«w « marginal reduction but for both the 
'car* remain dose to JOpereent. The growth 
in apart* in dollar terms is expected 
1 he ahniR 12 per cent for both the year* 
995-96 and 4496-97. a bit slower than in 


the current year, 1994-95. This is in line with terms will grow by 10 per cent and second 
the anticipated slow-down in world trade in that agriculture wdi receive about X per cent 
nominal term* in 1994-95 and 1995-9(5. of this total. Given price trends, it is clear 
Import growth in dollar terms will be over that in real terms public investment remains 
20 percent in )995-%and somewhat lower stagnant. In this context, it is worth noting 
in 199(5-97. Despite this, simple calculations that total real capital formation in agriculture 
show that the trade deficit will widen and witnessed near-stagnation consequent to a 
be sizeable in the next lwoyearx. In the event, decline in public investment in the recent 
current account deficit will also be substantial past Public inve*tmentatcon*tantpricM.in 
and largcrthan that anticipated for 1994-95. fact, declined to below R* l2bi)lionin 1991- 
The projected (rends imply near doubling of 92 from about Rs 16 billion per year during 
trade and current account deficits in IW5- the years 1985-Kfi through 19X7418. 

% and even more in 199b-97. Thus, it appears Monroon continues to determine the extent 

that while real GDP growth will keep up or of fluctuations around thctrendinbntfayield 

even accelerate, the annual rate of inflation, and acreage. The last monsoon was better 

measured in terms of the average ol the than normal in terms of not only the total 

wholesale price index for 52 weeks, staying precipitation but alsoinitsdistributioaacnMs 

close to 10 percent and widening trade and time and space. This is expected to result in 

current account deficits will he cause lor agricultural GDP growth rate of ahout 3.3 

serious concern. per cent in real terms. Fur the year 1995-96. 

The logic and assumptions underlying this we assume the weather condition* to be just 

prognosis for 1994-95 and 1995-% arc normal. This will lead to real GDP growth 

presented hchnv as we analyse in more detail in agriculture to he- of the order of 1.3 per 

output, prices and trade and balance of cent, a lower rate due to normal Weather 

payments. In the discussion that follows, we compared to better Ilian normal in 1994-95. 

highlight our prognosis for the two years. Agricultural growth in the near future will 

1994-95 and 1995-96. We also briefly move closer to the trend rate of 2.5 per cent 

comment on the likely trends beyond this as witnessed during the past two decade* if 

two-year span. at least normal weather conditions prevail 

Our estimates for key macro-economic and investment picks up. Faster growth of 
variables for 1993-94and forecasts fir 1994- private capital formation and therefore oilt- 

95 and 15195-96 are based on ongoing work put cannot he ruled out as a result of the 
on a macro-econometric model Cor India, possible shift in intersectoral terms of trade 
They are presented in the accompanying in favour of agriculture, 
tables. To facilitate comparison. the tables As noted cnrtiei performance of the 
also contain prcliminary/quick/advance manufacturing sccior give* reason to believe 

official estimates available fir some indica- that the economy has crossed the tin* seg- 

tors for 1993-94 and 15194-95 Growth rules menl of the J curve associated with macro¬ 
in the tahlcs refer to estimates based on our economic stabilisation and structural 
forecasts. Table l provides product ion, capital adjustment policies. In 1993-9*. the index, 
formation, money ami prices while Table 2 of manufacturing production grew only at 
presents trade and balance of puymentx. 2.3 per cent. For this year (1994-951 the 

annual rate of growth is expected hi exceed 
li X per cent. This translates into a growth rate 

Output °l 7.2 per cent for real value added in 

manufactur-ing as against just about 3 per 
I ad us first consider agriculture and allied cent during 1993-94. 
activities which, with its contribution of about An essential precondition to a steady and 

30 per cent to total GDP. has an overhearing satisfactory performance of the atanu- 

impact on the level of economic activity in factoring scctorisrcltabk and strong support 

the entire economy on the supply side as well from the infrastructural sector (power, 

as on the demand side. The long run trends transport, construction and minerals). In 
in the output in this sector are determined 1993-94, output (GDP) growth in dusmeur 

by capital formation, yield and acreage, was 4.1 per cent. In 1994-95 (his is likely 
Private capital formation in this soctur and to he a hit higher at 4.7 per cunt and a pp ua n t 

the allocation of acreage to tood and non- to he heading for in accelerated growth. The 

food crops within the sector are guided by rate is estimated to he 7.1 percent in 1996- 
thc re lev am relative prices and yickls. As far % which islike^ tohe more tries* s ust ain ed 

as public investment w concerned, wc a«utne m 15W6-97. This explains partly why 

fust that total public investment in nomimi manufacturing sector may grow faster m 








around 8 per coil in 1995-96 tad 1996-97. 

It inein that real capital ftxraatioe ia 

manufacturing during the current as well u 
the next two year* will have to ctxac largely 
from tbeprivatcscctor.Real fixed inverimeot 
of the public sector is likely to stay almost 
constant because a 10 per cent increase in 
public sector’s outlay on capital formation 
in nominal term* is going to be neutralised 
by an equal rate of inflation. Accordingly, 
it is only in 1997-98 when there is an 
abatement in inflation that public sector's 
capital formation wit! begin to increase in 
real terms. This is more or less true for ail 
sectors as tbe pattern of nominal public 
investment observed in recent years is 
assumed to prevail during tbe yean to come. 
Infrastructure has tbe largest share in tbe 
public investment (about 53 per cent), 
followed by manufacturing (16 per cent), 
public administration and defence (13 per 
cent) and services (11 per cent). 

Private sector's real fixed investment in 
tbe manufacturing sec tor will, on tbe average, 
continue to grow between 10 and 12percent. 
This corrobor a tes tbe prospects of accc[crated 
growth of output in this sector. That private 
real fixed capital formation in infrastructure 
is unlikely to grow more than 6 per cent may 
constrain faster industrial expansion. 
However, in making projections we have 
assumed better management and higher 
capacity utilisation in this sector so that out¬ 
put in this sector as well as in the manu¬ 
facturing sector will accelerate despite slow 
growth of real capital formation. 

Perhaps, not surprisingly, it is the services 
sector which seems to attract a large and 
fastest growing quantum of private 
investment. In fact, privatecapital formation 
in this sector will level with that in 
manufacturing in 1995-96 and outpace it in 
the subsequent years. Output in this sector 
too exhibits a similar trend. Real value added 
in services is'cxtimaled to have risen by 7 
percent in 1993-94. It is forecast to increase 
by 7.8 per cent in 1994-95 and by the same 
percentage in 1995-96. In the subsequent 
yoarX1996-97). growth rate would be pi wsi- 
My higher. In contrast growth of real GDP 
in public administration and defence is 
estimated to have remained steady at around 
4.5 per cent during 1993-94 to 1995-96 as 
wall as in 1996-97. 

All this added up, implies real total GDP 
growth rates of 5.7 percent in 1994-95 and 
1995-96 and 6.4 per cent in 1996-97. For 

1993- 94the rate ofGDP growth is estimated 
to have been 4.4 per cent 

Aggregate real investment (added up by 
industry of use) which declined in 1993-94 
is poised to grow by 7 to 8 percent persofrum 
daring 1994-95,1995-96 sod 1996-97. Real 
fixed investment which, according to our 
estimates rose by 42 per cent in 1993-94, 
is forecast to increase at a rate of about 
6J per cent per annum during tbe years 

1994- 95 to 1996-97 

Before we conclude this section, it is 
necessaiy to note that growth rates projected 
fay us differ from the pruvisjonal/quick/ 
advance estimates of the Central Statistical 
Or ganis a ti on though they move ia dte same 
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dt f f erenoe in the baeoyasr levels far 1993- 
94 may lead to the no ti ceable differences ia 
rate*. 

m 

me* iraras 

As noted in tbe introduction, inflation 
around 10 per cent is likely to persist for 
another year or even more. This is not at all 
surprising insofar as it is a common 
consequence of all structural adjustment 
programmes. In fact, it is gratifying that the 
rate of price rise has not been as large as in 
most other countries undertaking economic 
reforms. It may be noted bere that China is 
currently experiencing inflation of an order 
exceeding 20perc«L All the same, penis tent 
double digit inflation is a matter of serious 
concern in India for three reasons. First, 
since India has. by and lane, had no history 
of high and sustained inf) ah on so far. an 
episode of about 10 per cent per annum 
increase in tbe general price level lasting five 
to six years like tbe praent one. despite six 
favourable monsoons in a row. raises alarm. 
Under India's democratic set up this has 
serious implications at the political level 
with a feedback effect on the economy. 
Second, a persistent escalation in the cost of 
living, which is generally higher for the 
bottom rung of the society, on top of a 
severely skewed income distribution and large 
mass of absolute poverty, is indeed painful. 



fedhklhfe&jdbM 
sector are atijact towage i at bgtarin a.nven 
thoughpwtial sod laggetCdwpsrittos between 
workers in tbe organised and those in the 
auKfmtod melon tend to increase with i 
potential for social unrest In other words, 
tbe burden of structural adjustment which 
presently include inflation as a major item, 
is failing mare on those who cannot and 
should not be made to bear it. 

We feet, however, that the current rate of 
inflation is not at all unmanageable and thu 
its edversccop se qu e n ces can he considerably 
neutralised if the government baa the will to 
do so. That there has been much talk of i 
safety net but little action is disappointing. 
With good crops, food stocks exceeding 30 
million tonnes and very comfortable foreign 
exchange reserves, tbe government has the 
wherewithal far alleviating tbe distress of 
those who are severely affected by the new 
policy programmes. Any further delay in 
undertaking determined action on this front 
can only lead to a situation in which the 
continuation of the new policies itself it 
jeopardised 

As noted in the introduction, the rate of 
inflation measured in term* of the wholesale 
price index, averaged over 52 weeks of the 
year, is likely to be 10.7 per cent in 1994- 
95. Next year (1995-96) it is forecast to come 
down slightly to 10 per cent and. in 1996- 
97 a further decline to leu than 10 per cent 
appears to be plausible. 


Tablb 1 : Panoocnon, Cahtai Fmuiatwh am> Puces 
(Financial Year April 1 -March 31) 
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Items 

1993-94 

£ 

1994-95 

£ 

1995-96 

£ 

Production (factor cast) el 1990-MI prices 






Agriculture and allied activities 

688.5 

(694.1) 

22 

711.4 

(710.7) 

3.3 

720.5 

1.3 

Manufacturing 

457.0 

(4642) 

3.0 

490.0 

(504.6) 

72 

530.9 

8.3 

Infrastructure 

338.4 

(3413) 

4.1 

354.3 

4.7 

379.4 

7.1 

Services 

702.5 

(703.9) 

7.0 

757.5 

7.8 

8169 

7.J ! 

PtriHic administration and defence 

124.6 

(126.9) 

4.5 

130.6 

4.8 

1364 

45 

Total GDP 2311.0 4.2. 

(2330.4) 

Capital formation (total of industry of use) at 1980-ftl prices 

2443.8 

(24S3.I) 

5.7 

2584. t 

5.1 

Fixed 

497.0 

42 

528.9 

6.4 

563.5 

63 

Total 

5512 

(479.4) 

-1.6 

594.4 

7.8 

6368 

7.1 

Mretey dock (Mj 

(Wholesale price radices: 1981-82- 100) 

4335.7 

112 

5050.9 

165 

5859.0 

160 

Agricultural products 

270.5 

0713) 

5.0 

3066 

13.4 

337.3 

10.0 

Manufactures f 

2424 

(2432) 

8.3 

2665 

10.0 

2932 

10.0 

1 

AD entnmndirics 

247.6 

(247.8) 

S3 

274,1 

lft.7 

301.5 

10.0 


•r, if) f vunmiKiipauia. 

(a) figares w parent hues under Production aad Capital formation areCSO’t p«m**o*“ 
carinate for 1993-94 awl adraaced tenure far 1994-95; Seams: (fittek fiWeatJ 
National Income, fjewsaptias. Expenditure, Sewing sad CapMalFommtan, 1995-9* •jff 
Admmred Estmetn ef Norman/ Income, 1994-95, GovenaaeM of bdfc Mnasy 
(Hi) figure* in prewribeses under Wbofaenle Mm bribes far 1993-94 me eOctat fif** 
Source; Mat rvt Bank ef India M iWn, October 1994, 


gaammir 1,95 




-V.- - V 1 ? 


'firmiy oneofthe facton, 
. aoai important one, that 
cicunnineatborareafinnsrioo. Price tread* 
in the economy are governed by a variety 
of factor* on tbe demand and apply aide*. 
There include money apply expiation 
relative tonal GDP growth, output trends 
in sericulture, industrial demand for raw 
materials, import coda and costs associated 
with inputs a* well as final products whose 
prices arvdbectly or mdincuy administered. 
In agriculture these include procurement and 
issue prices for major items like rice, wheat 
and sugar and support prices for several 
agricultural commodities, Administered 
prices in the industrial sector, viz, energy- 
mineral related, include chiefly power, 
petroleum andcoaL Lithe 1990s, agricultural 
pfocurement/support prices rose, on the 
average, by about 15 percent while energy- 
mineral related prices increased by 12 per 
cent per annum. We assume for the forecast 
period a modest annual increase of 8 and 10 
percent for tbe two groups respectively. In 
1994-95, the rateof increase in the wholesale 
price of agricultural products was 
significantly higher than that of manufacture*. 
In 1995-96 the two are likely to be more or 
less equal at iOpercent. But, in the subsequent 
year again, the escalation in the prices of 
agriculture-baaed product* will outpace that 
for manufactures. 

It may be noted that money stock (wider 
definition) rose by 18.2 per cent in 1993- 
94. In the first half of 1994-95. monetary 
expansion has been larger than anticipated. 
Several policy measures were initiated by the 
Reserve Bank of India (RBI) in October 
1994 while unveiling the busy season credit 
policy to restrain monetary growth. Foreign 
exchange inflows on account of foreign 
institutional investors are expected to slow 
down due to tbe narrowing of interest rate 
differentials between domestic and develop¬ 
ed countries. The authorities are following 
cautious policies with regard to raising of 
funds abroad by Indian companies both short- 
end long-term, and their deployment. It is 
also expected that RBI credit to the central 
government will not exceed Rs 60 biltion by 
the end of the year 1994-95, as agreed upon 
between the RBI and government of India. 
On account of these factors. RBI expect* that 
money growth will be about 16 per cent for 
the year as against the earlier assessment of 
14 to 15 per cent. We expeclthat monetary 
expansion will range 16 to 17 percent and 
slow down subsequently. Consequently, 
money supply is assumed to increase by 16.5 
»nd 16 per cent in 1994-95 and 1995-96 


ktoelw)jetoeffe*te*K4ua^aM*» 
to iaghfro tewo dmu t wy ( erres s m ma ny ). 
Third, excessively tight fiscal-monetary 
policies could hurt both production and 
mveat m entand thus be sub-optimal from the 
long-term view. Finally, under tbe new 
policy regime which prom m s a dy include* 
globalisation, die influence of world prices 
added on to tbe need for depreciation of the 
rupee is going to increase. U m*y, however, 
be noted that since the value of tbe rupee 
remained stable over two years, 1993-94 and 
1994-95, and world inflation rate is at a low 
level, this factor has contributed very little 
to the inflation that lndii is now experiencing. 

It is necessary now to pursue vigorously 
supply management policies to control the 
double digit inflationary situation as there 
are strong enabling factors, viz, large food 
stocks and foreign exchange reserves, to 
sustain such policies. Effective use of 
food grain stocks and, timely and adequate 
import of commodities critical to inflation 
control, particularly those which we important 
in the common man’s consumer basket are 
needed. Such import policies, if used 
judiciously, have favourable supply and 
demand effects - increase in supply and 
reduction in money growth which is 
increasing fast due to large Reserve Bank 
acquisition of foreign exchange inflows. 

While demand management policies 
through reduction in gross fiscal deficit- 
GDP ratio have had a favourable impact on 
prices in the crisis years of early 1990s these 
have also had some adverse effects on the 
level of economic activity. For. whatever, 
success has been achieved is largely at the 
cost of public investment, particularly in 
infrastructure and agriculture, both of which 
are critical to growth. Current expenditures, 
all of which are not necessarily productive. 


not he controlled in an adequate 
mea su re . Given the political realities, it 
toottld not be surprising that reduction* in 
the fiscal defiett-GDP ratio could not be 
sustained. The scope of effort* on thia front 
is now further limited under the present 
circumstances. This is evident from the so- 
called populiat policies of several political 
parries which benefited handsomely at the 
recently held state level elections and may 
win in tbe states which just went to or are 
going to tbe poll* in tbe near future. This 
obviously casta its shadow on central 
government policies. 

IV 

Trade and Balance of Payaaeats 

Tbe country's prospects and actual 
performance in the external sector is much 
more contingent upon a variety of exogenous 
factors which are difficult to predict In 
paiticular. tbe tempo of worldwide economic 
activity, fluctuations and trends in world 
prices are not only of critical importance bat 
also hard to foresee. Correspondingly, 
forecasting is subject to greater hazards. All 
the tame, one may make ax good a prognosis 
as one can with the available information and 
judgment 

Let us take up exports first Here it is 
import sot to note that the recent recession 
in the industrialised world has been mare 
prolonged with hesitant recovery than any 
in the recent times. While the US and some 
European economies have more or less been 
looking up for the past one year, several 
others are still struggling hard. In fact, it is 
worth noting thateven Japan has been levered 
affected by the current recession. Former 
Soviet Union which provided a market far 
Indian exports still continues to be in turmoil. 


Tsai f 2: Tsah am> Balance or Payments 
(Fituacial Yean April 1-March 31) 


iUSShWomt 


Unlike in the past, when inflation was 
largely due to supply shock* arising from 
poor h waste or world oil price* or due to 
abnormalities like warn, etc. the prerent 
episode of toll at ton i* harder to grapple with. 
In ths first lust mm .controlling money supply 
growth is no guarantee that the inflation rate 
will return to a tow rate, wry, 5 per cent. 
Second, even If that were the care, money 
mpplyiteslf ianoteaadycontrollabte because 


Item* 

1993-94 

E 

1994-95 

E 

1995-96 g 

Trad* (DGCI and S) 

Total merchaadise exports (f o b) 

22.31 

02.17) 

182 

25.39 

13.1 

2827 112 

Total merchandise imports (c i A 

23.19 

(23.21) 

5.6 

28.83 

24J 

3525 223 

Trade balance 

-0.U 

(-1.04) 


-3.44 


-6.98 

Balance ef Payments 

Merchaadise exports (f o b) 

22.84 


25.93 


2*37 


(22.70) 




• 

Merchandise imports (c i A 

23.97 

(23.99) 


29 J4 


36.48 

Trade halaace 

-1.13 

(-129) 


-3.91 


-761 

lnvuaistes (net) 

0.99 


1.02 


2.39 


(0-97) 





Currcat A/C balance 

-Q.14 

(-032) 


-2.89 


-522 

3330 52 

Exchange rare (Rs per US dollar) 

3137 

9.0 

3137 

0.0 


Notts: (i) g: Growth rate it per cent 

(k) Figure* is pareMbmes wader DOC] ant S settee are 
Bank eft*** BuUrtbt. October 1*94. 

Oh) Reams ia fviriain tor 1993-94 under Batons* of Paymren are qaick « 
■So r e * . Axu—f Rsyrf, /P9J-X. R aaa rva Bnak af India, Au g ust 1994. 

Qvl Tbematk-up of BOP repost* and imports ewer DOCI and 3 ara assumed to be 
sreaa order a* ia tbe source cried in (itU. 
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With this variation aero** countries, say 
goes* in hazardous. AH the mum, we take 
aphmgc and assume that in 1994 total world 
real GDP growth would recover to 2.1 per 
cent from the very low rate of leu* than 1 
percent in 1992. Further recovery is foreseen 
during the period 1995 to 1997 with growth 
rate* expected to be 2.7 percent in 1995 and 
32 per cent in 1996 and 1.997. We alxo 
■Mtime that world price* would go up by 
about 2 to 3 per cent over the throe yean. 
1995.1996 and 1997. It it: of interest to note 
m this context that world prices of SITC 
categoric* 0-1. 2-4, and 5-9 except fuel* 
(SITC 3) registered decline* but recovered 
in 1994. It xhould be underlined that due to 
prolonged recession, inflation ha* so far 
remained negligible in most industrialised 
economic*. Even oil price* have shown no 
upward movement though there have been 
considerable abort-term fluctuation*. 

On the domestic policy side we assume 
that export subsidies, wherever continuing, 
would slay at the 1994-95 rales. But we do 
at the same lime assume greuterprivale sector 
effort and investment in market research, 
quality improvement, etc. which will steadily 
improve export maiket penetration. This has 
been done by imposing from 1994-95 
onwards a smooth upward (rend in exports 
on top of what would have been the normal 
outcome. It wus argued in our September 
forecast that in the years to follow the existing 
exchange rate of R* 31.37 per US dollurwill 
not he maintainable if export growth has to 
be sustained. This has been confirmed once 
again by our present analysis. We have, 
therefore, assumed that the exchange rate 
(rupees to dollar) would go up to Rs 33 in 
1996and R* 34 in 1997. This docs not appear 
to be far-fetched in view of the reports that 
the premium on short-range forward 
transactions is cunentlyranging 4-6 per cent. 

H may be noted in this context that RBI has 
recently banned roll over of forward con¬ 
tracts at historical rates. However, it appears 
that the exchange rate adjustment assumed 
by us may fall short of the required measure 
of devaluation to maintain export growth in 
dollar terms exceeding 15 per cent per 
annum. There are distinct signals of slow 
down of export growth from the high 
rate of 20 per cent registered in the year 
1993-94 which witnessed a substantial 
depreciation of the currency. 

Ourfotccast is that, in dollar terms, ex ports 
will increase by about 14 per cent in 1994- 
95,by U.3pcrccntin 1995-% and at a high¬ 
er rate. 13 per cent, in the two subsequent 
yean. Export growth forecast for 1994-95. 
it must be notedt is on the lower side of trend* 
in the first 1 Omoothsof1994-95. Preliminary 
figures point to nearly 17 per cent increase. 
The projected rates imply exports in dollar 
term* to he of the order of 25.4. 28.3 and 
31.9 billion in the years 1994-95. 1995-96 
and 1996-97 respectively. Export* were 
$ 22.3 billion in 1993-94. These estimate* 
correspond to trade figure* i»f the Directorate . 
General of Com m e r c i al Intelligence and 
Statistics (DQCMkS) which differ from the 
balance of payment* statistics (RBI). 

. Manufacture* (SITC 5-9) has the bulk 
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followed by agro b aa ud : 
raw materials (STfC 2-4) wd lastly POL 
product* (SITC 3). The share* of the latter 
three groups in the total are of the order of 
13.4 and 2 per cent respectively. Export* 
of manufacture* in dollar terms are expected 
to grow at a faster rate compared to the 
others. Manufactu red exports ore forecast to 
grow stove* 15 percent in 1994-95 followed 
by a slow down (12.6 per cent) in 1995-96 
and a recovery (13-14 per cent) in Ihc 
■subsequent twoyearx. The minuscule exports 
of crude remain stationary whereas exports 
of other SITC groups (0-1. 2-4) will on 
average grow at about 7 per cent Revival 
of the Soviet and other former centrally 
planned economics could also odd to India's 
export growth. 

As mentioned earlier, growth of imports . 
has been spectacular during the first lOmonth* 
of 1994-95. recording nearly 24 per cent 
increase. This is largely the tvsultof industrial 
revival and partly due to reduction in import 
tariffs. We expect this trend to continue so 
(hat for the year as a whole, imports in dollar 
terms wouldhc higher by about24.3pcr cent 
compared to the preceding year. With 
continued uptrend in industrial activity, 
private capital formation, and further 
reductions and rationalisation of tariff rates 
as anticipated, the forecast of the growth of 
import* during 1995-96 is a bit lower at 
about 22.3 per cent followed by a further 
slowing down in 1996-97, Since imports in 
dollar terms in 1993*94 were at 23.2 billion 
the projected rales imply value of imports 
to be 28.X. 35.3 and possibly ahout41 bill ion 
dollar* in 1994-95. 1995-96 and 1996-97 
respectively. 

In making the above forecasts, we assume 
that domestic output of crude oil will be of 
the order of 33 million tones in 1994-95 
compared to less than 30 million tones in 

1993- 94. Domestic crude production is 
expected to increase, on the average, by 10 
per cent yearly during 1995-96 and 1996- 
97. With this, perhaps an optimistic 
assumption, the import bill on account of 
POL and related products, which constitute 
nearly 30 per cent of total imports, will 
increase by 15 and 18 per cent (in dollars) 
in 1995-96 and 1996-97. Thereafter, it is 
expected to slow down. Imports of 
manufactures including capital goods (SITC 
5-9) share nearly two-thirds of the total 
.import* bill and are slated to grow at a high 
rate. The growth rate in 1994-95 is expected 
to be a* high as 28 per cent compared to about 
8 per cent in 1993-94. However, in 1995-96 
it would decelerate to 24 per cent and the 
trend is anticipated to continue in the next 
year (1996-97). Imports of SITC 0-1 cate- * 
gury. which includes food and bcAragc* and 
SITC 2-4. which comprise of raw materials 
and vegetable oil* among others, share about 
3 and/ percent of total imports respectively 
and are expected to maintain their *h*rc* 
implying their growth more or less at the 
same rates as that of total imports. 

If the foregoing assumptions and the 
implied forecast* are valid, tbc node gap fi* 

1994- 95 trill turn out to be about S 3.4 



he even wgw. However, me wtm flwicit 
will be wider oo balance of pay Wrtrbasin 
a* we allow far 2 and 2.5 per oeat tank-tip 
an DGC3&5 value* of exports and import* 
respectively. These m«k-up rale* are in tint 
with the preliminary balance of payment 
estimates of the Reserve Bank oflndiafRB [) 
for 1992-93 and 1993-94. 

The current account deficit, given tbc track 
deficit, depends on net invisible*. RBI in in 
jnrcli min sty estimates ofbalance of payueni* . 
for 1993-94 placed net invisible* at nearly 
SI billion.ItisaMumedthaltheywillrHnun 
at about the same level in 1994-95 and then 
increase to $ 2.4 bHlioa in 1995-96. For 
1996-97, they could be larger. Consequent¬ 
ly the current account deficit is placed at 
$ 2.9 billion in 1994-95 and at $ 5.2 billion 
in 1995-96. A* the trade deficit is expected 
to be much higher in 1996-97, the current 
account deficit would be larger than in 
1995-96. 

The ratio of trade deficit to GDP at market 
prices on the shove reckoning will increase 
from less than half a per cent in 1993-94 to 
1.3 and 2.3 per cent in 1994-95 and 1995- 
96 respectively while the current deficit will 
rise from a very low rate of one-tenth of I 
per cent in <903-94 to nearly 1 per cent in 
1994-95 are! to 1.5 percent in 1995-96. It is 
expected to he near 2 per cent by 1996-97. 


Summing (Jp 

With the long awaited signs of industrial 
revival the year that is about to close ha> 
given rise tonewexpectation*. If these prove 
to he right and the tempo of industrial growth 
isxustaincd. (he economy wouldhavc entered 
a new phase of development. Thi * inevitably 
brings with it new problems and new 
challenges for all important economic agent*, 
but in particular for Ihc pol tey-makers. They 
would have to deal with more complex 
phenomena over most of which they would 
not have direct control as they have had in 
Use past, at least apparently. New trade-off* 
would have emerged in different sphere* of 
the macro-economy. Movement from a k>w 
level macro-economic equilibrium toone at 
a higher level is hound to cause problems. 
The persisting problems, at least fora while, 
would be continued price rise and adverse 
c urrent account balance. Eretwhik solution* 
are unlikely to be effective under tbc new 
scenario. While some problems may get partly 
resolved ami partly reconciled to. the real 
problems affecting the mass of the people 
will accentuate at the macro-economic level 
Unless these are attended to property and in 
time, gains at the macro-level may not he 
sustainable. This is because the country h® 
inherited a targe measure of absolute 
deprivation and inequity winch act as * 
deadweight for tite economy. 

(Note prepared by Institute of Booaorafc Growth 
OBO) aatUhsW School of Ecoamatcs (DSFi 
Research Than oa Maoo-oxxtattajcflhsisd*** 
Economy for Spring Meetfatg of PregKt LINK. 
UN, Now York, Marc* 15-U. tWS.) 
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Medical Conamunlty’s Civil War 
Plague in Retrospect 


Tainal Madan 


MOHAN RAO (EPW. October 15. 1944) 
examined the latent outbreak of plague in 
India from an economic and historical 
perspective. We can look at it from another 
angle. The epidemic provoked a virtual civil 
war among India's medical community, 
which assumed furious dimension* a couple 
of day* after September 23. the day news¬ 
paper* carried terrifying headlines of 
pnettnomic plague having xtruck Surat. 
Rumbling*had. however, been heard earlier, 
in the beginning of September when the 
Haffkinc Institute. Bombay questioned die 
technical acumen of the central govern¬ 
ment'*. National Instituteof Communicable 
Disease, in diagnosing bubonic plague in 
Beed district of Mnharushtra. Haffkinc did 
not sustain its campaign presumably for 
want of sufficient moral strength. Hven 
Shared Pawar. apprehensive that the diag¬ 
nosis of a known or an unknown disease as 
plague might send foreign investors scam¬ 
pering back home or even ruin the existing 
economic structure of the state, could not 
carry conviction with the centre, which, in 
retrospect, it appears was hell bent on 
declaring the epidemic as plague. In (he end 
the Maharashtra government had to order 
their health services all over the stale to look 
forallsuspiciouscharucters. simulating any 
of the plague symptoms door to door, and 
ofTerlhemanlibiiXicsorcvcnhospitalisalion. 
if they chose. For the poor in Maharashtra, 
generally scorned and exploited by the 
medical profession, it meant an unsolicited 
medical check-up. 

Autonomous institutions, like the Indian 
Council of Medical Research and All India 
Institute of Medical Sciences proved more 
intractable perhaps because of their prestige, 
and the clout they enjoy with the powers that 
he. An ex-Ulrecu>r of an ICMR called the 
Surat disease viral pneumonia. The AilMS 
did not offer diagnostic wisdom, but took 
upon itself the role of propaganda warfare. 
It* missile* were calculated to cause 
demoralisation and disaffection in the 
enemy camp. In a unique two-in-otic inter¬ 
view carried by 7hr 77wr « of Min on 
September 2K the AIIMS microbiologist was 
pi lied against the NICf) director. The AilMS 

questioned the laboratory procedures 
followed by the NICD, hinted at the latter’s 
ignuronce uflatcsiprocethires. and of et wise 
on its oh*ca*kifl with tetracycline. NICD’* 


half-hearted arguments revolved round 
expediency, amply justified, so their expert 
said, by an cpidctn ic of such a serious nature. 
The deadliest missiles however emanated 
from the private sector, first from fottrSural 
doctors, who produced radiological, 
epidemiological and clinical evidence that 
it was a melioidosis and not plague: and later 
from an itinerant epidemiologist based in 
Chandigarh who call edit dengue or malaria. 
The missiles fired by the private sector had 
a devastating effect on the enemy, since they 
were aimed ut the weakest chinks in its 
defences, ic. absence of any data, even such 
elementary data, as the clinical course of the 
disease and the age groups affected, 
ftoordarshan. inadvertently helped the rchel 
forces, in one of its question-answer ses¬ 
sions, where two aggressive women made 
.the NICI) expert look like a toddler in need 
of elementary medical education. A con¬ 
viction now gained ground that what had 
been diugnosed as plague was not plague 
after all. At.thc Science Writers Conference, 
on September 30. a wail went up. from one 
amongst the audience, like a scream from 
a plague ward that NICD had perpetrated 
the greatest Iraud in medical history. 

Behind all behavioural manifestations, 
individual or collective lurk economic 
motives: a dictum accepted not only by the 
discredited mnrxists hut by political thinkers 
of all hues. Highlighting a public health 
problem of potentially shattering physical 
and social consequences cannot fail to attract 
investments from responsible quarters in the 
government for tackling it. Higher budgetary 
allocation* mean more posts for expanding 
these institutions headed by satraps with 
little accountability. More money means 
more construction activity for spatial 
ex panskxu if these empires. Higher budgetary 
allocutions also mean more money fur buying 
costly chemicals, reagent* and equipment 
which in turn mean more commission*. 
Indeed the satrap* can demand heftier 
commissions in the present situation since 
they can tell the suppliers and agents that 
but fur their ingenuity in inventing plague 
they would not have had this bonanza come 
(heir way. That is insofar as the legitimate 
budget the parliament approved budget is 
concerned. Then there is the government- 
approved black money which comes m the 
form of flnanctaf assistance frisa inter¬ 


national agencies and a myriad bilateral 
agencies. That loo would be enhanced and 
would constitute a greater bonanza since 
such financial assistance can be gobbled up 
without the necessity of submitting an audited 
statement of accounts. No international 
agency can audit government accounts since 
that would amount to interference in our inter¬ 
nal affairs. But consideration* of sovereignly 
are kept in abeyance when prospect* of 
foreign travel become visible on the horizon. 

A most vrviddemonstrat ion of our weakness 
in such matters was provided by two health 
ministry officials, a technocrat and a bureau¬ 
crat. who stepped out on plague-related 
foreign travel to goto ftankfun. Copenhagen, 
London. Cairo, to finally land in Bahrain to 
explain to the WHO’scastern Mediterranean 
region the plague situation in India. 

For once a scam had been generated in 
India, in which the politician, the 
businessman and the bureaucrat had nopal 
to play. It was entirely the making of the 
technocracy, that too of a particular kind 
whichcnjoys die same order of respectability 
in the medical profession as the army officers 
deputed to work in the NCC enjoy in the 
army. Some businessmen were in fact rained, 
and politicians, at least a few lost face. Take 
for example Delhi’s Mad an Lai Khurana. 
when he ordered the closure of schools 
goaded only by the simple desire of making 
a bit of political capital out of the available 
situation. He only managed to estrange 
Delhi's children and their angry parents. 
Children do not vote, but their parents do. 
Khurana must ccti oiaty have lost some votes, 
which means that he will have to do 
some thing dramatic m future. PI ague did not 
spare even the WHO chief. Nakajima who - 
risked bis life to brave the plague winds of .* 
Surat to help a brother nation in peril. Antan 
with an impcccaMc aristocratic hearing Mid 
occupying the throneofUN’smosl effective 
and respected specialised agency. Nakapma’s 
rather delicate sensibilities received a bit of 
a shaking up at his press conference cm 
September 30. when a reporter pm this 
hues >Ik: quest ion tobim. "Did yswcumahme 
all the way to give adeanchittothelQCOT*, 

The WHO thus found, itself eanght hi a- 
tricky situation. More than their technical 
skill now their dipkanaik skill was called 
into question. They however managed to 
manoeuvre themselves into safe posi ti o n, 
FUguc txadnease of arildrodont, canned 
by a ba cterium called Yenim* jwutiU. 
maintained among them by wingkaa hameta 
called fleas which live at dose a ssoc iaW o a 
with them. A WHO team, in areandanca with 
the promise made by their chief Hatwhc 
Nakajima. descended in the middl e <* 
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Ofctober «xl wnt to vtrios* pUc**, «&d 
conctadied their vitk on October 25. Af (be 
of fee vuit the New Delhi WHO office 
ttsoed a press release which cannot fail to 
impress one as an diplomatic masterpiece. 
Pint, nowhere in the two-page document, 
irthcname frrnnfopejtiruaed.ThatMtufies 
the Sceptics who from the very beginning 
were not sure about the real nature of the 
disease. Then the press release proceeds to 
foot the gullible by saying that the diagnosis 
of the disease in Surat “is compatible with 
pneumonic plague'. The real masterstroke 
ia struck when it says “...The outbreak 
occu r red in the midst of outbreaks of several 
other diseases, tike malaria, dengue, enteric 
fever, etc”. That satisfies all the combatants 
ip the civil war irrespective of caste, creed 
orsex or institutional affiliations, those who 
called it meliediosi* or those who called it 
dengue or malaria or even those who were 
for viral pneumonia. The press release 
oonjures up mouth-watering prospects of 
foreign travel, when ithints at "strengthening 
of epidemiological capacities”. 

The United Nations' most prestigious 
specialised agency cannot avoid embar¬ 
rassment when trying to defend the 
indefensible. While it categorically says that 
there was no evidence of plague transmission 
in Bombay, Calcutta. Madras and Delhi, it 
las no explanation for 69 persons found 
serologically positive in Delhi. Of course the 
WHO cannot use such language as saying 
the NICD’s laboratory personnel had 
committed mime pardonable blunder in 
Comforting their tests. Hence the emphasis 
ia the press release about need for isolating 
the plague bacillus, unmistakably 
characterised as such. 

To be fair, it must be said but for prompt 
issuance of the international travel guidelines 
y the WHO. there is no knowing how 
terrible the damage to India's foreign trade 
would have been. In 1983, an outbreak of 
disease which to all appearances was 
membonk plague occurred in a remote area 
)f Himachal Pradesh. Twenty-two persons 
sortramed the disease, and 17 succumbed 
e it The outbreak occurred in a perfect 
Mting of contact with a wild plague focus; 
’» symptomatology and the epidemiology 
met unmistakable. Shimla Medical College 
me isolated Yersinia pest is. In keeping 
rirh its part practices a team was sent by 
he. union health ministry to snatch away 
redh for this investigation from the local 
pfoesMet. IndiraOaadhi. who was the prime 
tinkler of Indin at that time somehow got 
rind of til* goings-on. After making her 
mm assessment, she let slip a message to 
be concerned people that the results of the 
■ vs nligations in Himachal Pradesh should 
f published only after obtaining clearance 
Ijjhaheroflioe. Those familiar with her style 
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of ftmedonis|«oald «m 
this fcsnajeiily worded message 
threats of dire consequences. As coaid be 
expected, from a team operating in a remote 
inhospitable area, no incriminating evidence 
of the involvement of rodents or their flea, 
parasites could be found. As a result no one 
talked of plague. The local WHO office was 
not even informed let alone asking their 
chief to come down on a rescue mission. 



a tremendous service toHjmacMftnrilrthV 
e c onomy, although in .a negative sort of 
way by not letting half-baked scientists 
diagnose the state's ailments. Now. how¬ 
ever, times have changed. With times the 
standards of behaviour. One may say even 
the concept of scientific method has 
undergone ■ change. 
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Economy, Ecology and Equity 

Economic growth in Indin has been accompanied by growing 
environmental degradation which, in turn, is restricting options in both 
production and living conditions. Economic scale, technological 
and organisational choices and social equity arc all implicated in the 
economy-environment linkages. 677 

PDS and Food Security for the Poor 

The stagnant levels of cereal consumption, particularly of the poorest 
decile groups, coupled with growing inter regional disparities in 
food grain production and the fact that inter-regional variations in 
cereal and caloric intake have more to do with fnodgrain availability 
than income point to the need for a larger role for the public 
distribution system to ensure food security for the poor. 687 

Market Failure 

The black and white view of state vs market is clearly exaggerated. 

Recent development debate has over-romanticised the successful 

role of the market and the private sector in promoting growth 

and reducing inefficiency. This is driven home by the collapse 

of the Barings Bank. 658 
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.ihnn;il development m colonial 
India has been viewed to he the work 
t British rulers who introduecd a 
ysicm of education with ihc hidden 
genda of initiating a process ot 
socialisation. In fact the native elites 
not only actively participated in the 
process hut also played a significant 
role in tnlluenctng colonial policy on 
education. Thus educational 
development in 19th century Bengal, 
which is the precursor of the present 
system ol' Indian education, was a 
rather complex process involving 
many contradictory lorccs. 670 


People’s Struggle 

The pcrrple's struggle against the 
DuPont synthetic nylon plant in Goa 
has been remarkable for its grass 
roots nature combined with its 
extensive information base on the 
chemicals which are to be 
manufactured and used at 
the plant. _ 6A3 

Unfree Labour 

While increased market opportunities 
might indeed be present in the Indian 
countryside, not only in the form of 
1RDP loans but also in that of 
employment on local construction sites, 
it lines not follow that agricultural 
labour will he permitted to avail itself 
of them; rather the opposite, since 
this ia precisely the Mutation in which 
resort to the ddbt mechanism as a 
method of labour dfsdphna'contml 
hi Mtonsifad. 6*7 


The structure of the world economy 
has undergone dramatic ch'nges in 
the last three decades. Data on 
widening inequality among groups of 
nations, tlie changing composition 
ot GDP. relative trade shares and 
movement of capital in the 
Special Siatislics series. _ 701 

Not Planned 

White the destruction ol the Buhn 
masjid has made a qualitative 
diltercncc to the communal situation 
in the north, and in L'P in particular, 
the communal violence in Aligarh m 
February, unlike earlier communal 
riots in the area, was a spontaneous 
outburst and not the result ol a 
propaganda offensive or 
planning by Hindutva forces. 665 

New Rulers 

U is not aggressive Hinduism which 
worked in the assembly elections m 
Maharashtra, but (he coalition of 
casies which the Shiv Scna-BJP 
alliance was able to muster. 

Hindutva merely provided the 
o verarching slogan. » 657 

Fight for Survival 

The latest Turkish offensive in 
northern Iraq, across Turkey's 
bonier directed at the KunJbttn 
Workers Party marks a critical 
turn m the Kunfish people's 
straggle for survival with 
dignity and wdepeadsocc 
in a homeland of the* mm 66* 






real GDP in 1992-93 against only 0.9 per 
cent in the previous year am) urine of 4.8 
per cent rise in agricultural GDP against a 
decline of 2 per cent in the previous year, 
the improvement in household saving in 
the following year was niggardly. While 
household saving in the form of financial 
assets rose from 7.2 per cent of GDP in 

1992- 93 to 10.3 percent in 1993-94 and 
from 9 8 per cent to 12.8 per cent of 
personal disposable income, household 
saving in physical assets fell from 7.7 per 
cent to 5.6 per cent of GDP. This was 
because a significant proporl ion of physical 
asset formation in the household sector is 
f inanccd by institutional etetlil and monetary 
data show that hank credit lo the commercial 
sector increased by only Rs 16,591 crore in 

1993- 94 against Rs 30.187 crore in 1992- 
93. As per RBI estimates, which arc also the 
source for ihc CSO. household financial 
liabilities were only Rs 12.451 crore in 
1993-94 against Rs 17.256 crore in the 
previous year. There were thus significant 
offsetting movements iu household saving 
in the lomi ot financial assets and that in ihc 
form of physical assets in 1993-94. 

The increase in the ratio of household 
saving in finam ial assets to GDP in 199.3- 
94 appear to have occurred almost entirely 
in the form of currency and hank deposits 
against purchases of foreign exchange by 
the RBI. Currency with the public expanded 
by Rs 14.067 crore in 1993-94 against 
expansion in the range of Ks 6.500crore lo 
Rs 8.000 crore the previous live years. 
Likewise, aggregate deposits rose by 
Rs 57.186 crore in 1993-94 compared lo 
the range of Rs 30.0(81 crore to Rs 43.000 
crore in the preceding quinquennium. 
Much the larger part of the exceptional rise 
in currency and bank deposits in 1993-94 
took place because there was an accrual of 
as much as Rs 28.775 crore in Ihc net 
foreign exchange assets of the RBI. The 
latter in turn was attributable to the inflow 
of foreign portfolio investment of S 3.493 
billion or about Rs 10.950 crore and was 
thus unrelated to real economic activity in 
the economy When equity share.' are sold 
by a domestic holder tor by a company in 
the primary market) to a domestic 
purchaser, it docs not create additional 
currency or deposits, whereas whcA the 
transaction ix with a foreign purchaser 
domestic liquidity is augmented in the 
form of instruments which partake of the j 
character of saving. As per RBI data (CSO 
figures arc not available yet), gross saving 
of the household sector in financial usacts 
went up from 10.3 per cent of GDP in 
1992-93 to 11.9 per cent in 1993-94 - a 
rise ot I 6 percentage points which was 
entirely attributable to larger saving in the 
form ol currency (1.7 per cent «>f GDP 
compared to 0.9 percent! and bank deposits 
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(4.4 per cent compared to 3.6 pv cent); 

What these figures underline is that the 
model of development initialed by the 
present government in July 1991 is heavily 
dependent on household consumption 
(apart from exports) as the propeller of 
growth. This process cannot, unfortu¬ 
nately. be sustained in the medium term 
because of (a) lack of invextibic resources 
for capital accumulation and expansion 
of the social infrastructure, and (b) exter¬ 
nal sector imbalances arising out of 
insufficient domestic saving. 


BIHAR 

A Brand of Politics 

TH H results of the Bihar assembly elect ions 
have indeed come as a much-needed shot 
in the arm for the Janata I)a| after its 
defeat in Orissa. But although this has 
revived the .prospects of a Janata Dul-Lcft 
alliance at (he national level, the Left 
should he cautious about such an 
immediate tie-up. 

For one thing. I.aloo Prasad Yodav’.s 
governance in Bihar is noi quite a model 
for the Left lo follow, despile its ability lo 
garner votes from the poorer classes and 
the Muslim minority community. Apart 
from the overtly custeisi ideology of his 
politics (which in a large measure has 
liclpedhim to attract voters from Ihc OBCs 
and the scheduled castes). La loo Prasad 
has reinforced the system of corruption 
and mafia gangsterism that has marked 
the polity in Bihar. His populism may 
allow him to gain dividends in the short 
run (as evident from the recent election 
res-ults) from voters who are prepared to 
ignore these warts in his governance and 
give him another chance. But unless he 
puts an end to the cnminalisation of 
politics and corruption among his own 
men. Ihc same voters of-Bihjr who have- 
returned him to power will turn against the 
ruling party - a backlash against corruption 
and ineptitude as in Muharushlru and 
()rissa. 

I .aloo Prasad is a typical representative 
of fhc new breed of politicians - whether 
from the Congress or the opposition - who 
have learnt the rules of the game the hard 
way. He uses the same tactics of judiciously 
mixing altruism with muscle-power and 
building up a support base of followers by 
distributing largesse among them and 
buying their loyalty, aiyl physically 
eliminating any rival or dissenter. These 
tactics are shared in common by politi¬ 
cians of the Congress, the Shtv Sena, the 
Samajvadi Dal, the BJP and even the 
CPf(M) in West Bengal. Bereft of any 
firm ideological moorings and long-term 


programme, these politician* aerve^W 
immediate interests by building up (feet 
individual image* through populit 
slogans. Compared to others, the out 
saving grace that marks I .aloo Pros* 
and Mu lay am Singh Yudav is thei 
commitment to protect the Muslir 
minorities and the ’dulits' against the Hind 
upper caste offensive. But given the' 
purely individualist style of functionin 
and unscrupulous politics of sbifin 
alliances, one never knows whethe 
tomorrow with a change in the correlatio 
of forces they will not change their tack. 
If (he Congress comes bock to power i 
Bihar or, Uttar Pradcxh. it may not h 
surprising In find I .a loo Prasad or Mul ay or 
Singh ganging up with the BJP to oust th 
ruling Congress. Both, it may be recalled 
had their training in Rammanohar Lohia' 
Socialist Parly, which in i Is policy of bl^ 
anti-Congressism had no scruples ahiv 
lorging alliances with (he Hindu commum 
outfit. Jana Sungh. the ancestor of today* 
BJP 

With this record of Janaia Dal politician 
(ranging from a discredited e>. 
Congressman like Bi.ju Putnaik to 
socialist pa lion of mafia dons like l.alo 
Prasad, his recent electoral xucccs 
notwithstanding). Left leaders who ma 
still subscribe to norms of clean* politic- 
may find it rather embarrassing to b 
closely lied up with the Janata Dal. Th 
CPI( M) leader Jyot i Basu' s c-uul ious ad vie 
lo the Janata Dal leaders lo pul their hous 
in order is one indication ol the trend o 
thinking among this generation o 
communist leaders, although Basu* 
younger followers in the party in Wet 
Bengal and elsewhere do not seem tn huv 
any such scruples whatsoever and may b 
quite eager lo jump on lo the bandwagoi 
of a Janata Dai-Left alliance for the 199. 
general elections. 

Tlie prom isc of the ultcriiaii ve of a ‘Ihirt 
force* - lo both the Janata Dal and th 
Congress - in Bihar in the shape of 
rather tenuous alliance between ill- 
Siimata Party of George Fernandes and lh« 
CPf(M-L) of Vinod Mishra, has come ; 
cropper. The Bihar election results shouh 
prompt the Marxist-I^sninists of both lh> 
parliamentary and (he non-parliament or; 
varieties lo ponder over their bithcrU 
practised policies. While the CPl(M-L)’? 
decision to enter parliamentary politics oi 
its own platform for the Oral time (unlike 
in ihc post when its candidate* contcstcc 
election* in the name of the Indian People' 
Front) has not yielded it any heller results 
the anti-parliamentary Maoist Communis 
Centre (MCC) cannot either claim any 
success Jor it* call for boycott of the 
elections - a call which it tried to enforce 
by methods of armed coercion. Both the 
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f*o$ks : * War Orwupdtt,-Andhra l*rade«b 
and the MCC in Bihar, which have tried - 
and failed - to force people away from the 
polling booth*, should realise that their 
inability to create a convincing alternative 
revolutionary option for the masses all 
'ht— years has left the people with no 
alternative but to continue to vote for the 
existing breed of politicians. 

DEFICIT CUTTING 

At States* Expense 

THE government's fiscal deficit can he 
brought down by either raising addilional 
revenue receipts or reducing government 
expenditures. And the way the central 
government has chosen to define the fiscal 
deficit, it also includes on the receipts side 
certain ‘non-debt'-creating capital receipts ‘ 
such as recoveries of loans and advances 
and proceeds of disinvestment of shares of 
public sector enterprises. So fiscal deficit 
reduction cun also be achieved by 
mobilising additional non-dchPcreating 
capital receipts. 

According to the budget estimates for 
1995-96. the fiscal deficit is projected to 
he brought down from 6.7 percent of GDP 
in 1994-95 io5,5 percent It is ex peeled to 
be lower in absolute terms as well, at 
Rs 57,565 cron: sompured to Rs 61.505 
crorc. In 1991-92. when the fiscal deficit 
was brought down from the previous y ear's 
level of K.4 percent of CiDP lo5.9 percent, 
the corresponding absolute figures were 
Rs 44.652 crorc amt Rs 56.525 crorc 
respectively. 

The reduction m the fiscal delicti in 
1991 92 had been achieved principally, to 
the extent »>l 6X per cent, by cutting 
government expenditures hut the icceipts 
side had also played a role. While la* 
icceipts .is a proportion ol GDP retained 
their level, non-lax revenue receipts and 
non-debt-creating capital receipts tread 
disinvestment proceeds) registered 
increases. It is noteworthy that the 
reduction in expenditure was almost 
entirely on capital account, by 1.5 ihtcciii 
out of a total reduction ol 1.7 (ter cent 

When we compare the above \s tilt the 
sources of fiscal delieit tctlucliou telied 
ttp>»n in the budget for 19*15 96 some 
dtlfcrenvcK cannot gounnolucd first, the 
leduction in the fiscal delicti sought to be 
achieved between 1994-95 and 1995-96 is 
of a smaller order. 1.2 percentage points 
of GDP against 2.5 percentage |>oitits 
between 1990-91 and 1991 92 Second; 
the contribution of the receipts side to 
deficit reduction is negative in the sense 
that instead of increasing as a proportion 
“I GDP they are to decline, albeit 
marginally. Third, expenditures do go 


down but, again, principally on the capital 
account. It needs to he added that white 
Ux revenues arc expected to more or less 
retain their level in relation to GDP between 

1994- 95 and 1995-96. when one compares 
the current level with that in 1991-92. 
the decline is quite marked, from R.l per 
cent of GDP in 1991-92'to 7.1 percent in 

1995- 96. 

On the expenditure side also, it is 
noteworthy that the decline in capital 
expenditure is almost entirely on non- 
dcfence-rclatcd items and (he principal 
sufferer is plan and non-plan loans and 
advances to state and union territory 
governments which, as a proportion of 
GDP. are xlatcd to decline from 2.15 per 
cent to 1.65 jierccnl between J 994-95 and 
1995-96. In other words, the centre has 
sought to reduce its fixcai deficit not by 
raising additional revenues - if anything, 
they have been allowed to slide down 
lurthcr. particularly tax revenues - but by 
slashing ihe government's capital spending 
under non-dcfencc-reiated heads, 
especially loans and advances to the stales. 

DRINKING WATER 

Nobody's Baby # 

THf provision ol drinking water, one 
would imagine, would find a place among 
the minimum objectives of a slate which 
claims to have the welfare of the citizens 
.is its goal. Yet the I I III report ol the 
standing committee on urhjn and rurjl 
development on the subject of rural wjter 
supply and sanitation has lound that "the 
government has not liven able to give due 
.iltenlion anti the problem has not been 
taken care ol in its right perspective", 

The report brings out not only 
shortcomings in the implementation of 
various schemes, but problems in llieir 

design and planning as well For instance. 

it is pointed out on the basis of replies 
icccivcd by various nodal agencies tliai 
there is no comprehensive list of villages 
m Icmis ol their drinking water needs. 
While sutvevs were conducted in I9H9 
and 1*791. the results are apparently not 
reliable and need to he verified Eurthci. 
(he concerned ministry docs not maintain 
detailed scheme-wise records and cannot, 
lor instunce. provide information <*n the 
nunihcrol villages which have piped water. 
The ministry ‘estimates' that about 20-25 
per cent of the villages have been provided 
with piped water. 

The report is also concerned about the 
non-utilisation of available groumlwatcr 
and the lack of attention toitsconscrvation. 
Moreover, in trying to provide water to 
villages which have no water source, those 
which do have been neglected. The result 


is that a large proportion of the villages 
which have access to water sources (on 
paper) arc forced to make do with conta 
min a led water supply. The report stresses 
the urgent need to frame fresh guidelines 
on the national water policy Among the 
particular items it mentions as needing 
revision is the* specified norm of distance 
from water source of 1.6 km. The report 
rightly points out that if the aesumed per 
capita per day requitemenl of 40 litres is to 
he met for a family ol four, women who 
invariably carry the water will have to 
walk an enormous distance to meet their 
families’ daily walernceds. Unfortunately, 
however, even the- norm oft 6 km has not 
been met. 

Provision of drink ing water had received 
little attention until recently, despite the 
cmphasiKon development of water sources 
for agriculture The avadabiliry of drink¬ 
ing water has been assumed to be a 
concomitant benefit ol the spread of 
irrigation. Similarly, water conservation, 
preservation ol drinking water sources 
and prevention ol water contamination 
have never figured as components of 
development programmes The report's 
reference to the number of villages which 
have lost sources of <» viable water because 
ol pollulion >r overuse . -crious 
commen < i >n the pi aiming ol d, \ elopment 
programmes The committee also points 
out that in a reported 7,00ft villages across 
the country water sources are contaminated 
by lluondcs Such contamination causes 
|>erniancnt disability and must be tackled 
on a priority basts. But there is no evidence 
ol such action 

It is hardly surprising that expenditures 
on the accelerated drinking water scheme 
regularly tall short of budget allocations. 

()f the Ft shth Plan target of 5.97) villages, 
onlv 69 per cent were expected to have 
I well covered by 19SM-95 As «»l 1995 
only 76 per cent of the rural population 
had access to dunking water teven >mi 
paper). Tile 1995 96 budget all,nation ,4 
R> l.lll crorc ts claimed to represent a 57 
per cent increase ovci Iasi year s revised 
figure, but very' Itkclv »t will not Sc fully 
spent, that being the general trend tn past 
years. 

The situation with regard to rural 
samtatnut o worse. According to the 
ministry's annual report , only 2 5 pet cent 
of the rural pstpuiati-w has been provided 
with sanitary lamncv Among the reasons 

quoted tor this state ot at fails an "lack of 
felt need of the people” and “lack of 
peak's patitctpaiiim ' Tht* reflects not 
so much lack of hygiene consciousness o« 
the part of the people as the unimaginative 
schemeshemg pushed by the g.wcntmcrt 
Mittecwr. sanitary latrines aiv famtiy 
likely to be a success without «kvjo*i< 
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"water, which is unobtainable. The achieve¬ 
ment of physical targets for 1992-93 was 
less than 11 percent, though 55 percent of 
the budgeted allocation is shown to have 
been utilised. The standing committee’s 
recommendation that the old concepts of 
sanitation the programme is burdened with 
should be critically reviewed is well taken. 

What comes out clearly is that rural 
drinking water supply and sanitation is 
nobody's baby. As the report points out, 
new schemes arc periodically taken up. no 
doubt with much publicity and fanfare, 
without regard to the progress of existing 
schemes, which then fall out of favour and 
are discarded. The result is that little 
development actually takes place. 

WF.ST BENGAL 

Not Comparable 

Ajil Roy writes' 

F M S NAMBOODIRIPADs spirited 
defence (People sDemocracy. February 2b) 
of West Bengal chief minister Jyoti Basu’s 
aping of the union government’s new 
economic policy may lie faulted on more 
grounds than one. First, lie draws a parallel 
between Jyoti Bnsu's initiative and his own 
after he had become the first communist 
chief ininisterof an Indian state in 1957. He 
says that he selected for implementation 
"some aspects of the centre s policy which 
by themselves are good tin the pc«»plc as. 
for instance, land reforms, educational 
policy, decentralisation of administration, 
etc." In a like manner, he says, Jyoti Basu is 
taking advantage of "certain of the centre's 
economic policies" which "have generated 
an environment in which industries can 
grow in West Bengal". 

F.MS overlooks in this parallel a very 
fundamental difference between the 
sonlexf of his initiative anti that of Basu 'x. 
In his case, the historical context was 
constituted by the Nchru-Malulanohts 
plan-frame of building up an independent 
and sell-reliant economy, accompanied 
by land reforms and elements ol social 
welfare within the ambience of global 
non-alignment. The context of Jyoti Basu’s 
initiative, by contrast, is the Kao-Singh 
NHP based on the explicit repudiation of 
the Nehru-Mahalanobis policy-frame. 
“The centre's policies". KMS himself 
correctly notes, "of globalisation, liberali¬ 
sation and privatisation help deve^pipcni 
ot industries in the private scjttpep^both 
indigenous and foreign at the dwl) of the 
public sector". EMS cannot be unaware of 
the fact that Ihc essence of the centre s 
policy represents a sort of open door 
for the TNCs with all its negative 
connotations. 


Moreover, the present West BengalppKcy. 
as repeatedly emphasised by B usu himself, 
has another vital and regressive dimension 
of discouragement of vihrant trade union 
movements, demanding a certain docility 
on the part of the working class. 

Moris fundamentally, in contrast to 
t Nehru’s overall non-alignment scheme, 
the Rao-Singh NHP. as eorTectly implied 
by EMS himself, is predicated upon an 
overall subservience to the lmperi’isl 
global scheme, economic and political.' 
This entails for India, in addition to 
economic domination and drainage, a 
regime of cultural and ideological 
subservience as welt. 

In this overall context, if in some 
clearly defined situation, the Lefl Front 
govcrnmenl decides to “take advantage" 
of some specific openings, it has to preserve 
and strengthen its independence for 
opposing and fighting back the over¬ 
whelmingly negative dimensions of NF 1 ' 
This discrimination and militancy is absent 
in Basu s approach and this fact is 
overlooked hy KMS. 

Finally. EMS's evocation of the Chinese 
example in defence of Jyoti Basu’s position 
is misconceived as it is premalure. First, 
the policy formulation and implementation 
in China arc in the hand of communist 
party governments at the centre and in the 
provinces, whereas in Jyoti Basu’s case, 
he is admittedly bound by the overall 
policy and implementation devices in tin 
hand ot the subservient Narasimha Kao 
government. Second, even in China’s case 
the final results ol the opening up policy 
remain to he seen in terms of objective 
developments, as there arc already various 
indications of this policy’s negative and 
regressive impact on the socio-economic 
reality of flic country. 


ORISSA 

More of the Same 

CONTRARY to all expectations and pre- 
poll predictions, the Congress has 
outshined the Janata Dal (JD) in the 
elections to the Orissa assembly. The rout 
of the Congress in neighbouring Andhra 
Pradesh had cast a gloom over the Congress 
camp while it had buoyed the prospects of 
BijuPatnaik. Under Biju Patnaik thestale’s 
per capita income had touched Ihc lowest 
in history and. in spite of his promts- - to 
curb joblessness, uncryloymcnl id 
doubled during the Dal regime. But taking 
a cue from the success of N T Kama Rao’s 
populist measures. Biju Palnaik hud 
announced a manifesto offering sop* to' 
the backward castes, women and 
unemployed youth. The Congress loo had 
released a similar manifesto. Ultimately. 


*• V ■' \ 73, 

what aeon* to have gone vrong for tire 
state Janata D«J wore certain strategic 
mistakes which Biju Patnaik committed 
during the campaign period. 

First, Biju Patnaik’s over-confidence 
that he alone would be able to deliver the 
goods alienated the taft parties who were 
JD’s allies in the previous election. Biju’s 
contemptuous dism issal of the Left parties 
as ‘political non-entities’ in the state drove 
the latter to the camp of Kabi Ray. A 
united show by the JD, the Left and the 
socialist parties would hitvc secured at 
least 16 more scats at the hustings. Second, 
the developmental schemes Biju Patnaik 
announced for the backward regions of 
western and southern Orissa remained 
either unimplcmented or got derailed due 
to corruption. His decision on election- 
eve to ban country liquor so as to win over 
die votes of tribal women misfired since it 
adversely affected the economy of the 
tribal region. Lastly, the pet (heme of 
centre-bushing from a non-Congress chief 
minister also fuiled toclick with the masses 
as the Congress leadership at the centre 
produced data substantiating (he extent of 
underutilisation of the funds by the state 
government. 

Congressmen, partly helped by the 
rescheduling of the polls from February to 
March, seemed to have been able to regroup 
ihemselves. The discontent with J B 
Putnaik’s leadership of the state Congress 
unit was contained in two ways. First. J B 
Patnaik did not contest the election and. 
second. P V Narasimha Rao assured the 
stale unit that the leadership issue would 
be resolved after the elections in accor¬ 
dance with the wishes of local leaders. 
The surprise victory of the Congress has 
come as u morale booster to the party at 
the national level. Bui (he nomination of 
two deputy chief ministers in the state 
cabinet und the threat ot one of them to 
resign ,iii being allotted 'unimportant' 
portfolios speaks of the intensity of the 
tussle for power in the state party. Given 
the record of J B Patnaik's governance in 
the decade of 19X0. it is difficult toexpecl 
that C )rissu is on lire threshold of any major 
transformation. 


Correction 

Tire last line of the opening paragraph of 
"’Our Time': History. Sovereignty and 
Polities" by Vivck Dhareshwar (EPW. 
•February II, p 317} which reads “But as 
‘critical historians' we cannot make that 
judgment" should read "But as 'critical 
historians’ we cannot not make that 
judgment". The error is regretted. 

Ed. 
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M CAPITAL MARKET 


/ipul Dyc-Chem 

/1PUL OYE-CHEM vu originally 
incorporated with the objective of 
manufacturing, marketing and trading in 
Jyc intermediate* and chemical*, hut in 
11984-85, thie company shifted it* marketing 
itrotegy and started concentrating on 
:xport*. The company i* now a government 
■ecognised export house It export* dye 
intermediate* to Switzerland, Hong Kong, 
3crmany, the US and Italy. The company 
plan* to expand it* manufacturing faci¬ 
lities. A major part of the manufactured 
intermediate dye* are to be exported to the 
US and Europe. The project is to be 
implemented to two phases. In the first 
phase the existing capacity of blue base is 
:o be expanded from 24 mtpa to 120 mtpa. 
The project being located a notified 
backward area, the company is eligible for 
various benefits like a cash subsidy of Ks 
IS lakh, and sales tax incentive up to 100 
ter cent of capital investment for a period 
if seven years. The project has been 
tppraised by Enarai Finance and the total 
;ost has been estimated at Rs 371.5 lakh. 
To fund the project the company is entering 
lie capital market with an issue of 14.2 
akh equity shares aggregating Ks 311.5 
ukh including public issue of K.7 lakh 
equity sharesofKs 1 (leach at a premium of 
{* 10 per share aggregating Rs 174 lakh 
.nd firm allotment to NRls/OCBs. Indian 
lutual Funds of 5.5 lakh equity shurcs of 
2s lOcach at a premium ofRs 15 per share 
aggregating Rs 137.5 lakh. The promoters 
sill subscribe to Rs 60 lakh constituting 
17.44 pur cent ot the present issue at the 
amc price as offered to the public. Their 
adding will be 57.58 per cent ot the 
enhanced equity capital out of which 69 
ter cent is from bonus issue. The issue is 
dated to open on April 10 and is being 
ointly managed by Enarai Finance and 
/ijaya Bunk. 

Balmer Lawrie Freight 
Containers 

ncorporalcd in 1994, the company is co- 
trommed hy Balmer Lawrie Company, 
'ectran* Technology Transfer* and F.ngg 
3mbH and Okura and Co. It is setting up 
' 100 per cent export-oriented unit in the 
dttdrax Export Processing Zone. The 
rmject i* to manufacture marine freight 
container* for which the company has 
intend into a technical collaboration 


agreement with HabatecConuinarsGntbH. 
According to tbc agreement, Habatec will 
provide engineering of the whole operating 
system, general drawings for the layout 
and foundation, all drawings for jig* and 
fixture*, including specifications for 
equipment to be directly purchased, 
supervision for installation, erection, fabri¬ 
cation and test run on the operating system, 
technical assistance in direct purchase of 
plant and equipment, training of staff at 
plant site and if necessary at the modem 
plants in operations overseas, product 
design* and testing schedules for other 
types of related container* and assistance 
in accreditation under ISO-9000 series. The 
company has to pay a fees of $ 600,000 
lor providing the technical know-how. To 
part fund the project the company is entering 
the capital market on April 10. with a 
public issue of 14.24.100 equity shares of 
Rs 10 each at a premium aggregating 
Rs 7.69,01.000, including 2.84.800 
equity shares at a premium of Rs 60 per 
share reserved for firm allotment. The 
project has been appraised by the EXIM 
Bank which is also participating in the 
project by sanctioning a loan of Rs 100 
lakh. The project has no gestation 
period since commercial production is 
expected to commence this month. The 
issue is heing lead managed by AN7. 
Gnndlays Bank andCredilcapital Finance 
Corporation. 


Rose Zinc 

Originally incorporated as Rose Metal*, the 
company’s name was xubsequendy changed 
to Rose Zinc. The company is presently 
engaged in the manufacture of electrolytic 
zinc, sgith an installed capacity of 5 lOmtpa. 
Rose Zinc is now setting up a project to 
expand the existing installed capacity of 
electrolytic zinc from 510 mtpa to 2.550 
mtpa and to manufacture Good Ordinary 
Brand (GOB) zinc metal with installed 
capacity of 2.S50 mtpa and zinc sulphate 
with an installed capacity of 750 mtpa. The 
company proposes to use the hydro 
metallurgy and electro winning technology 
for the manufacture of zinc metal from 
secondary sources. The company has also 
entered into an agreement with Industrial 
Technocrafts and consultants. Udaipur, for 
detailed engineering and supervision of 
erection and commissioning of plant and 
machinery. The project has been appraised 
by State Bank of Hyderabad and the cost 
is estimated at Rs 1.070.57 iakb. To part 
finance (he project the company is entering 
the capital market on April 10 with a public 
issue of 50 lakh equity shares of Rs 10 each 
at par aggregating Rs 500 Iakb including 
firm allotment of 10 lakh share* at par 
aggregating Rs I <H) lakh to NRIs. The joint 
managers of tbc issue arc Libord Finance 
and Raj as than State Industri al Development 
and Investment Corporation. 


Readings in 

REVOLUTION AND ORGANIZATION: 
ROSA LUXEMBURG AND HER CRITICS 

Lenin/LuxemburgfT rotsky/Stalin/Lukacs 

Saiacfad and Introduced by: 

Sobhanlal Datta Gupta 


Demy 8vo 


Pp 320 


Prica Ra 180.00 


Pawl Publisher* 206 Bidhan Snram 

Calcutta 700 006 Ptwm 241 0176 
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CURRENT STATISTICS 


IffW IU»p*rcVF<Mu>d*tton 


Some moderation of the inflation rate accompanied by a reduct ijut i* I He price* of primary article* ia the part month, deceleration of the growth 
of money supply and reserve money, year-end selling pressure on equity price*, acceleration of the rate of growth of manufacturing output, that 
of capital good* in particular, a 17 per cent annual growth ot export* and over one-third rise ra non-POI. import* have characlerisad the recent 
economic scenario. However, a* a result of lower domestic saving, disintermediation and the tying up of fund* in the secondary equity market, 
a severe liquidity shortage ha* surfaced in the financial system leading to further hardening of interest rate*. 

Macroeconomic Indicators 


lades Number* of Wholesale . 
Prices (IWtl-82=1001 


All Commodities 
Primary Articles 
Food Article* 

Non-Food Articles 
Fuel. Power. Light and Lubricants 
Manufactured Product* 

Raid Products 
Food Index (computed) 

All Commodities (Average. Basis) 
(April-March 4. 1995) 


Cost rf living Indices 


Industrial Workers (1982= 1001 
I Irhau Non-Man Erop i 1984-85=100) 
Agri I .ah (July Ml to June 61=100) 


Money and Banking (Rs cnee) 


Money Supply (M,) 

Currency with Public 
Ikpivstts with Banks 
Net Bank Credit to (ion Sector 
Bank t "redit to Cuinml Sector 
Net Foreign Exchange Asset* 
Reserve Money 
Net RBI CredH lo Centre 
Scheduled Commercial Banks 
Deposits 
Advances 

Non-Food Advances 
investments 


index Nnmhcrs of Industrial Weights 
Prodnctitm f 19X0-81 = 11 * 1 ) 


Weights 


Mar II. 
1995 


Variation 


l ugangagsssgq 


100.0 275.9 


Over 

Over 12 Month* 

Fiscal Year So Far 1993-94 

1992-93 

1991-92 

1990-91 

Month 

1 attest 

Previou* 

1994-9.4 1993-94 





0.1 

10.3 

10.4 

9.9 

10.4 

tax 

7.0 

13.6 

12.1 

-0.1 

14.1 

10.3 

13-4 

10.9 

11-5 

.7.0 

15.7 

17.1 

-1.4 

12.7 

3.5 

12.9 

4.6 

4.4 

5.4 

20.9 

18.9 

1.2 

18.4 

22.9 

16.2 

22.5 

24.9 

-1.4 

K.l 

19.3 

0.0 

1.2 

13.1 

1.2 

13.1 

13.1 

15.2 

13.2 

14.4 

0.3 

10.0 

9.9 

9.6 

9.6 

9.9 

7.*7 

12.6 

8.9 

-1.2 

8.5 

12.5 

8.0 

11.9 

12.3 

6.8 

ItU 

13.2 

- 1.1 

11.3 

6.4 

11.2 

7.0 

7.0 

5.8 

17.1 

16.9 

- 

J0.8_ 

8.2 

10.8 

8.2 

8.3 

10.1 

13.7 

IU.7 


I .atesl _ 

Month Over 
Month 


Variation (Per Cent): Point-lo-Poim 

(Her 12 Months Fiscal Yew So Fa r 1993-94 1992-93 1991-92 1990-91 
I attest Previous 19*24-95 l'J93-*)4 


*>.<> 

9.1 

8.2 

8.2 

9.9 

6.1 

17.9 

10.1 

mSm 

8.1 

6.3 

- 

6.8 

1.1.6 

tO.K 

WtM 

10.0 

10.7 

11.6 

0.7 

21.9 


Vartatnat _ 

Fiscal Year St. l ar 1997-94 

1994-95 1997-94 


505272 

1(8)581 

402311 

218620 

275889 

71727 

164961 

9X237 


2382 (0.5) 
2577 (2.6) 
2335 (0.6) 
1192(0.6) 
7679(1.7) 
1082(1.5) 
6294 (3.8) 
2605 (2.7) 


71706 06.5) 
1838.3(22.4) 
53471 (15.1) 
14874 (7.7) 
18686(16.7) 
18000(715) 
26719(19.0) 
1454 0,5) 


63467 07.3) 
14249(20.9) 
47280(15.9) 
10395 0 7 2) 
14722 16.5) 
24105(96.6) 
25514(23.0) 
3001 (3.1) 


2731 (0.6 ) 49591 05.7 ) 4776X 0 6 3) 

) 1.58 ( | 7) 14848 0 7.5, |()51|(69) 

1597(1.9) 12476(21.2) M)28<4.2> 

-17081-0.9) 15701(11.8) 2X093(26.6) 


66741 (18.2) 
17925(20.4) 
51601 (17.4) 
2754X 05.6) 
17068 (7.8) 
28775,15.7) 
27843(25.1) 
263 (0.7) 

46560(17.7) 
12416(8.2) 
X272 (5.7) 
26867 (25.4) 


49344 0 5.5) 
7175 01.7) 
41741 06.7) 
17975 01.4) 
12141 07.1) 
7726 0 7.6) 
11274(11.3) 
4257 (4.6) 

17814 06.4) 
261 * 81 ( 21.01 
247)7(20.1) 
1546007.1) 


51651(19.4) 

8050 (15.2) 
43192 (20.51 
18070 02.9) 
16225 (9.4) 
10645 (J(X),6) 
11726 0 2.4) 
5*8)4 (6.7i 

38216 0 9.8) 
92*) I (8.0) 
9127 (8.2) 
15131 ( 20 . 2 ) 


Ntiv Average fee liscal Year So Fa r_ Variation (Per Cent): Fiscal Year Average* 

1*794 1*794-95 l<8>7-<74 1991-94 IW2-97 1*7*71-92 19*81-91 |9K9-'8I 1988-89 1987-88 



Capital Market 

Mar 24. 
1*8,5 

Month 

A co 

Year 

Ago 

1994-95 So Far 
Trough IVak 

B.SF.Scfitiliw Index fl‘)7K-7 

128(1 

1-10.9) 

1171 

1687 

(54.7)* 

1280 

4604 

\alino<»l Index (l!MP*K4 = l(XJ) 

1606 

(-9.9) 

1618 

1782 

(67.0)* 

1606 

2176 


* variation over 27-1-91 

Foreign Trade 

I 


lixports: R.< crore 7 

I'S S nut 2 

Imports: Rs crore 8 

t '.S $ inn 2 

Non-Pt H. t S S mn 2 

Balance of Trade: Ks crore -I 

I'S S nut 


Mar 17. 

Foreign Exchange Resen t* I‘7*75 - 

(excluding gold) 


Rs CTree 63132.0 

I'NS pm 20550.0 


Cumulative fie l ; i*cal Year So I 
1*874-95 1991-94 


1997-94 

IVreigh Peak 


176 914 205(1 


l*W1-«J4 1*872-97 


1*8)7-94 1992-91 1991-92 


1779 2281 4285 

(65.7) (-46.8) (266.9) 

1830 1021 1968 

(79.2) (-48.1) (234.1) 


74*8) 57507(16.9) 49182(71.81 6*7547 (2>5) 


7X7 1X128 (16.9> 

5K7 61814 <27.91 

7(6 20179(27.9) 

2K> 16118(17.1) 

875 -6708 

14*7 -2011 


Mar 18. Mar 11. 
1*874 1994 


15681(20.0, 22171 09.6) 

51477(8.4 ) 72806 04.9) 

16417 (-1.7) 21212(6.1) 

12121 (-1.4) - 1745600.6) 

-2295 * .725*7 

-7.12 -lOlV 


57688(21.9) 44042(35.7) 32553 0 7.6) 

18517(1.8) I 7866 (-1.4) 18147 (9.1) 

61175 (314) 47851 O0.X) 41193(22.0) 

21882 0 2.7) I'Ml I (-19.4) 24077(17.2) 

15782 02.1) 14047 (-22.2) MtMJtU) 
-9687 -180*7 -10640 

-1745 -1545 -4*7.70 


l iscal Year No Fat 1*877 -94 

19*74-9.4 I99J-94 


63132.0 44178.0 47626.0 I698JJ 17*754.(1 15506.0 24982.0 

205.40.0 14192.0 15176.0 776.0 6158.0 43744) 7*740,0 


1*792-97 1*791-92 
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' (Are cent per wSni) 



Man* 1995 




February 1995 



January 1995 


h*o2«ar^~7~ - - 31(KF) 

24 17(U*)« 

10 

3<RF> 

24 

17(RF) 

10 

XRF) 

27 

20(RF) 

13 

E3 

Call money rala (westdy 














weighted average) 

OA 

■a 

IMS 

14.49 

10.60 

14.13 

16.49 

1326 

10.93 

14J6 

1063- 

1469 

2027 

Call moaey raU 

1.00- 

16 J0- 

17.00- 

13.50- 

1150- 

12.25- 

225- 

10.50- 

16.00- 

17.00- 

13.SO- 

27.00- 

1.00- 

(Range: weekly) 

13.00 

18.00 

1.00 

17.50 

LOO 

15250 

602)0 

16.75 

025 

13 JO 

025 

112)0 

602)0 

Treasury bills:- 














91-Day (Oa up or ad hoc) 

4.60 

4.60 

4.60 

4.60 

' 460 

460 

4.60 

4.60 

460 

460 

4.60 

4.60 

4.60 

91-Day (RBI auction): 














Primary 

11.99 

11.90 

11.82 

11.73 

11.61 

1141 

11.40 

11.23 

11.10 

11.10 

10.93 

1065 

10.51 

| Secondary: DFHI (mid-point 
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of bid aad offer) 

11.65 

11.78 

11.70 

11.63 

11.50 

1125 

11.25 

11.37 

11.25 

10.88 

1068 

10J1 

10.15 

All SQL trading 














(weighted YTM) 

13 A3 

12.03 

.a. 

12.31 

... 

... 

15.02 

15.15 






364-Day (RBI auction) 














| Primary 

11.94 

* 

11.84 

* 

11.73 

• 

IMS 

• 

1123 

• 

10.16 

• 

10J6 

Secondary: DFHI (mid-point) 

10.85 

11.65 

11.08 

10.50 

1068 

10.75 

10.75 

10.75 

1063 

10.25 

1025 

102)0 

9.75 

All SOL trading 














1 (weighted YTM) 

13.75 

13.01 

13.06 

13.18 

13.66 

13.11 

12.98 

1255 

1254 

12.86 

1214 

12.77 

12.06 

RBI Repo auctknw(On| securities) 

* 

* 

» 

m 

• 

• 

9 

* 

S$ 

9 

» 

• 

» 

■ Slate govt Ioann (Coupon rater) 

- 

- 

- 

- 

' - 

- 

- 

- 

- 

- 

- 

- 

- 

1 All SOL trading 














(weighted YTM) 

12.45 

12.30 

11.86 

11.80 

122)5 

11227 

11.93 

11.87 

11.33 

11.31 

1U1 

11.31 

11.31 

OOI Securities Primary Auction* 

* 

• 

• 

• 

m 

« 

* 

• 

1271 

* 

* 

9 

9 









(5 years) 





Secondary: All SOL trading 














(weighted YTM) 

12.55 

12.72 

12.80 

13.08 

12.87 

12.84 

12.20 

1162 

1252 

11.80 

1162 

11.92 

11.79 

PStl Bond* yield:- 














Tax bee: NSE (traded, weighted) 

11.35 

11.21 

11.45 

11.73 

11.22 

10.06 

10.93 

102)7 

9.59 

963 

963 

9.48 

9.45 

| NSE (Rangeiweekly) 

11.23- 

10.53- 

11.45- 

11.73- 

11.12- 

9.54- 

1067- 

9.76- 

9.53- 

9.63 

962- 

9.13- 

923- 


13.46 

12.62 

11.45 

11.73 

11.51 

11.16 

11.01 

10.18 

969 


963 

9.52 

961 

Taxable: NSE (traded, weighted) 15.24 

15.44 

14.87 

13.89 

15.59 

13.21 

14.97 

13.39 

13.05 

1212 

13.47 

1261 

1366 

NSE (Range: weekly) 

15.24 

12.50- 

12.98- 

12.55- 

13.44- 

13.13- 

12.82- 

1299- 

11.96- 

1201- 

1246- 

1268- 

13-3t- 



15.62 

15.24 

15.13 

13.59 

13.45 

15.04 

13.99 

13.48 

14.02 

13J2 

1348 

15215 

Commercial billsDFHI 


- 












(rediscount rate) 

15.10 

14-15.5 

14.00 

14.00 

142)0 

14.00 

14.00 

14.00 

13J-14 

13JO 

13 JO 

13 JO 

13.50 

Other secondary 

na 

na 

na 

na 

na 

125- 

125- 

125- 

125- 

125- 

125- 

120 - 

7 JO- 

(30*0/90 days) 






14.04 

14.04 

14.04 

14.04 

14.04 

14.04 

13234 

102) 

CP: Primary market (90 days) 

14.5- 

14.5- 

14.5- 

14.5- 

13.50- 

13.50- 

13.50- 

13.00- 

13.00- 

13.00- 

13.00 

14.00- 

1200- 


15.5 

15.5 

15 J 

I5J 

14.25 

14223 

1425 

152)0 

15.00 

13.75 

13.75 

16.00 

13.00 

Secondary: DFHI 














(Discount rale) 

16.00 

16.00 

16.00 

16.00 

162X) 

162)0 

16.00 

162)0 

15.5-16 

15.50 

15 JO 

15JO 

15J0 

Secondary: market/NSF. 


13.50 

1.3.10 

14.00 

15 JO 

12.00- 

12.00- 

1200- 

1200- 

13.45 

14.00 

1425 

14.50- 







13.00 

13.00 

13.00 

14.00 




18.00 

CDs Primary market (one year) 

13.00- 

13.00- 

13.00- 

13.00- 

1.1.00- 

13.00- 

13.00- 

13.00- 

13.00- 

13.00- 

13.00- 

1200- 

11.25- 


14.50 

14.00 

14.00 

14.00 

14.00 

14.00 

15.00 

15.00 

15.00 

15.00 

152)0 

152)0 

1IJ0 

Secondary: DFHI 














(Discount rate) 

15.00 

14.00 

14.00 

14.00 

14.0 

14.00 

14.00 

14.00 

13J-14 

13.50 

13JO 

13 JO 

13 JO 

later-corporate deposits 

14.5- 

14.5- 

14.5- 

14.5- 

IAS- 

14.5- 

14.5- 

14.5- 

14.00- 

14.00- 

14.00- 

14.00- 

14.00- 

(30190(1 SO days) 

19.5 

19.5 

19.5 

19.5 

192)0 

19.00 

17 JO 

17JO 

17.00 

172)0 

17.00 

172)0 

172)0 

UTI-1964 Unit* (Week-end 














secondary market prior in nyees) 

17.69 

17.69 

17.65 

17.63 

17.63 

1763 

17.73 

1763 

1763 

1763 

1763 

17.73 

17.77 

Hundi Rale 

24.00 

24.00 

24.00 

24.00 

24.00 

24.00 

24.00 

242)0 

24.00 

24.00 

24210 

24.00 

24210 

Memorandum Items: 














(i) Forward premia on the 














US dollar in the domestic 














inter-hank market (annua- 














Used in per cent per 














aaaaim) (Weekly average) 
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SpotfCash 

12.30 

12.38 

8.13 

4.49 

7.71 

5.09 

4.95 

5.82 

466 

1363 

364 

1019 

14.93 

One-month 

9.22 

8.71 

7.07 

6.11 

7.19 

6.62 

6.46 

5.47 

5.45 

5.98 

5J3 

6.10 

4 34 

Three-month 

7.94 

7.14 

6.32 

6.14 

6.79 

6.43 

6J7 

669 

6.34 

562 

5.43 

5.34 

466 

Six-month 

7.89 

7233 

6.14 

6.31 

661 

6.40 

662 

6-51 

6.30 

5.34 

5.32 

524 

4.49 

00 Havula Rate (Rs/USS) 

35.00 

35,00 

35-30 

35.30 

35.50 

JA00 

362)0 

35.50 

35 JO 

34 JO 

34 JO 

34 JO 

34.50 


... ao Iredia* * no auction aa no) inlltMo (-) no floatation YTM * ytatd to metonty $$ AB Mi wear re je ct e d i aaiy far X) day* 

* 17th being Malay the weak ending oyao 16* RFmanmrspamagftiday far fortm^toywpcrnag ofccndtttons ofbaatoag hw ina ss mdtocfortotght 
arw mUm rename maintenance period. 
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COMPANIES 





MRL 

New Projects 

MADRAS REFINERIES, one of the largest 
integrated refineries in Indie, which 
produce* * wide range of product* tike 
cooking gas, petrol. dieael. kerosene. naptha 
lube base stock and petrochemical feed 
stock, has done well in 1993-94. Net talcs 
were up by 7 per cent and net profit by 
11 per cent. Operating profits fell by 3 
per cent. Depreciation fell by 32 per cent 
which wax ot'fxci by rise in interest charges 
by 38 per cent. Gross profit fell by 17 per 
cent. Fall in other income by 13 per cent 
and ntMi-opcniling profit by 30b per cent 
kept margin* down. A dividend of 25 per 
cent was declared for the year. 

Remuneration to employees fluctuated 
at II per cent in 1991-92. K per cent in 

1992- 93, 10 per cent in 1993-94. Earning 
per share rose by Ks 3 in 1992-93 and fell 
by Rs 1 in 1993-94. Return on investment 
fell by I percentage point in 1992-93 and 
by 2 percentage points in 1993-94. Growth 
in inventories fell by 188 per cent for the 
year. InvenUsies to sales fluctuated at 20 per 
cent in 1991-92.52 percent in 1992-93 and 
35 percent in 1993-94. Sales to total assets 
and Saks to gross fixed assets have fallen 
in the past three year*. Debt-equity ratio 
flu ct u at e d at 123 per cent in 1991-92. 162 
per cent in 1992-93 and 134 per cent in 

1993- 94. 

The Cauvcry Basin refinery went into 
commercial production in November 1993. 
The company completed its lube expansion 
from 1,40.000 tpa to 2.70.000 (pa at a cost 
of Rs 238.71 cron;. Another project to 
increase pre-heat temperature for better 
recovery by the installation of additional 
exchange* and replacement of four existing 
exchanges with larger beat transfer capacity 
and associated piping has been com (deled. 
Additional power generation facilities, 
increasing the capacity of the wax-deoiling 
plant, installation of wax-hydrofinishing 
unit in place of the existing clay contact 
and revamping of (he thermal cracker* unit 
are under implementation 
MRL commissioned a 0.5 million tpa 
refinery at Phnangudi near Nagapattinam at 
an estimated cost of Rs IW.h crorc. The 
project isexpected to break even at a capacity 
ufifisatioo of 68.63 per cent. 

The company catered the capital market 
to raise funds to part finance its projects. 
The government diluted it* stake in the 
company to 51.8 per cent from 67.7 per 
cent. The co-promoters National Iranian 
Oil Corporation (NIOC) picked up fresh 
equity to maintain its holding of 15.31 
per cent 


Indian Additives, which was established 
as a joint venture between the company and 
Chevron Ch e m i c al Company of the US, 
completed its lube additive manufacturing 
plant ilMaitali. AROCHHM is another joint 
venture of the company with Southern 
Petrochemical Industries Corporation 
(SPfC). 

Tim company incurred an expenditure of 
Rs 231 lakh ft* its R and D activities for 
the year. K and D included evaluation, 
catalyst evaluation, hydrofinishing and Mae 
wax and environmental studies. The company 
has entered into collaboration with HfLand 
UP to absorb tube extraction technology. 

USHA MARTIN INDUSTRIES 

Backward Integration 

Usha Martin Industries (UMIL). the flagship 
company of Usha Martin group, is a leading 
player in the wire and wire rope industry 
with nearly 80 per cent of the 60.000 tonnes 
domestic market. The company declared a 
dividend of 27 per cent for 1993-94. The 
overall performance of the company was 
good with net sales increasing by Rs 16.87 
enure. The iron and min rope division at 
Ranchiproduced44.694 ml. The steel plant 
of Usha Alloys and Steel at Jamshedpur 
produced 78.285 mt of steel billets and 
80,735 mtof iron rods during the year. The 
roiling mill division at Agra produced 
23,368 mt of rolled products. Exports of 
the company were up by .35 per cent 
fRs 12.38 crorc). The company had a *lcudy 
market of 5.800 to 6,000 tomes to the 
etxtwhik Soviet Union. With its collapse the 
company had to seek market* in other 
countries. It thus pushed its product* in of her 
market*, viz. US. Europe and West Asia. To 
improve its competitiveness in the world 
market, it embarked on an expansion-cum- 
modemixatiofl plan at a coat of R* 230crorc 
at its Jamshedpur and Ranchi works. The 
capacity of the Ranchi plant has been 
increased to 50.000 tomes from 33.000 
tonne*. Exports arc expected to boom with 
the Ranchi unit and the Jamshedpur mm rod 
unit securing ISO 9001 and 9002 
certification. 

A mini Mast furnace to produce trott and 
modification in the existing electric arc 
furnace ate being undertaken for backward 
integration. The scheme also envisages 
increased production of steel billet* from 
1 |akh mt to 1.5 lakh nfl per annum as well 
as an increase in die rolling capacity from 
94.200 mtpa to 1.92.000mipa. Work on the 
scheme is p ro gre ssi ng. 

The company introduced paging system 
in Rajkot, Emakulam. Indore. Coimbatore, 
Madurai and V j s h a k apatnam and t* also 


654 


making headway in the telecom s 
will he operating cellular phonea. 
outlay for the projects will he ovi 
crorc. The company baa alao cot 
computer software area through tin 
division of Usha Bcltrno, a suhsidii 
an investment of Ks 15 crorc. The t 
has secured software devolopmer 
from Malaysia, France, and Bang 

Debt-equity ratio fluctuated at 
cent in 1991-92.92 per cent in 19G 
118 per cent in 1993-94. Rd 
investment rose by I percentage 
1993-94 and fell by the same in-1 
Earning per share rose steadily by 

1991- 92 to Rs 7 in 1992-93 and I 
1993-94. 

Net value added to value of pn 
rose by 5 percentage points in 199 
by I percentage point m 1993-94. 
creditors to current assets flucluat 
per cent in 1991-92. 19 per cent i 
93 and 22 percent in 199.1-94. Sh 
hank borrowing* to inventories fli 
at 58 per cent in 1991-92. 67 pci 

1992- 93 and 42 per cent in I 
Remuneration to employees fe 
percentage points in 1992-93 and 
I percentage point in 1993-94. 

K and D effort* towards total 
management is being supplemented 
Scientific Research Institute (the eta 
in-house K and I) centre) t 
development of new pn iccKscsfpnKi 
technology to improve quality. 

RKG TELECOM 

Expansion Prognunm 

RKG Telecom isengaged in the man 
(4 jelly filkd cables. The company t 
well in the year ended September I* 
sales were up by Ks 6.13 crorc. n| 
pwfil* by K« 5.31 croie and net f 
Rs6.4Kcn>re. Taxation fell by Rs 3. 
and interest charges by Rs 1.21 
Depreciation was up by Ks 3.13 ciu 
operating surplus fell by Rs 4 lakl 
other income was up by Ks 3.71« 
dividend of 40 percent was declare) 
year. Capacity utilisation was at 94 \ 
Debt-equity ratio tell by 84 per 
points in 1992-93 and by $9 pet 
points tn 1993-94. The company 
nghta issue durmg the year. Skut-te 
borrowings to inventories rose frot 
cent in 1991-92 to 82 per cunt it 
93 and 118 per cent in 1993-94.! 
total asset* fell by 64 percentage^ 
1992-93 and by (03 percentage p 
199.1-94. while sale* to gross fixe 
fell by 26 percentage points a 
percentage points, respectively.Or 
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Pteudil lnHcrtflfff 

Mat 

Match 

1994 

March 

1993 

IMaa 

Match Match 
1994 1993 

RPC 

Sept 

1994 

Sept 

1993 

Procter 

iune hate 

1994 1993 

Cadfray 

1994 1993 


171941 

160535 

24679 

22992 

8732 

8119 

24451 

18234 

26215 

24533 

2 Value of production 

169942 

160172 

23860 

23612 

8791 

>112 

24159 

18409 

26265 

2)619 

3 Other Income 

1082 

1247 

259 

257 

381 

10 

2469 

547 

338 

253 

4 Total iototm 

5 Raw matetiaWatorex aad (pare* 

171024 

161419 

24119 

13869 

9172 

8122 

26628 

18956 

26603 

25872 

cooma^d 

146205 

137329 

11642 

11262 

5132 

5038 

8262 

7583 

9809 

10125 

6 Other manufacturing expenaea 

1277 

1247 

3096 

2613 

450 

358 

7125 

4394 

5009 

5614 

7 Remuneration k> employee* 

1819 

1624 

2326 

2291 

189 

153 

1606 

1542 

1314 

1169 

8 Other expenaea 

4647 

3466 

4310 

4496 

7*7 

490 

7189 

6681 

7309 

5666 

9 Oprroliiig profit 

17076 

17753 

2745 

3207 

2614 

2083 

2446 

-1244 

3162 

3298 

10 Infeteat 

5554 

3998 

1044 

1626 

291 

420 

464 

516 

727 

1072 

11 Gross profit 

11278 

13695 

2588 

1301 

2331 

1675 

1979 

-1729 

2640 

2406 

12 Depredation 

3065 

4533 

631 

915 

611 * 

298 

421 

367 

194 

185 

13 Profit btforr tax 

7939 

9162 

1957 

1386 

1720 

1377 

1552 

-2099 

3446 

2221 

14 Tax proviaiofl 

0 

2068 

0 

275 

105 

410 

0 

0 

1191 

1120 

15 Profit aftertax 

7939 

7094 

1957 

lilt 

1615 

967 

1552 

-2099 

1255 

1101 

16 Dividcnda 

2853 

2853 

467 

331 

299 

200 

288 

0 

391 

315 

17 Retained profit 

UahRMadnaeata 

5086 

4241 

1490 

780 

1316 

767 

1264 

-2099 

164 

786 

18 Phid-up capital 

13575 

11413 

1949 

1469 

1135 

400 

1443 

1443 

1040 

1070 

19 Reaervea awl aurptua 

42355 

21542 

9495 

6649 

9952 

1375 

9484 

8205 

4310 

.3445 

20 Long lam k>ana 

75214 

53489 

13602 

7533 

895 

1202 

1357 

2671 

591 

524 

21 Short tern loaaa 

9898 

16463 

2134 

444.3 

2034 

729 

378 

867 

2726 

4760 

22 Of which hank hmrowinga 

2762 

8750 

2234 

4437 

1534 

729 

133 

695 

1140 

4673 

23 Groaa fixed aaaeta 

126145 

98819 

19526 

13205 

10099 

3215 

7626 

7689 

3148 

3431 

24 Accumulated depreciation 

33681 

30356 

5420 

4789 

2195 

1423 

2033 

1627 

1638 

l.«09 

25 Invenkirie* 

61771 

84633 

5268 

6556 

1290 

810 

2234 

2740 

7395 

8190 

26 Total aaaeta/Uabililaea 

320978 

240526 

33521 

27309 

16687 

5212 

20138 

19094 

137*5 

15450 

27 Exdae duly 

2364 

2213 

2281 

2237 

2210 

2124 

2861 

2405 

40898 

44894 

28 Groaa value added 

16750 

18303 

6871 

7036 

2867 

2287 

4192 

619 

51*2 

4943 

29 Total foreign exchange income 

22 

25 

4794 

3557 

0 

0 

1476 

2151 

1996 

2)91 

30 Total foreign exchange outgo 

Key financial and parfutnaanre ratine 

90739 

178178 

2129 

2479 

2437 

718 

1146 

1070 

397 

418 

31 Turnover ratio (aalea to total aaaeta) (%) 

53.6 

66.7 

73.6 

84.2 

513 

155.8 

121.4 

95.5 

190.2 

1581 

32 Safe* to total net aaaeta (%) 

33 Grow value added to grow fixed 

121.9 

156.0 

90.5 

114.4 

613 

219.1 

179.0 

138.3 

3016 

250.4 

aaaeta (%) 

34 Return on invert roc nl (grow profit 

13.3 

18.5 

35.2 

53.3 

28.4 

71.1 

55.0 

11 

1S9.5 

144.1 

to total aaaeta) (%) 

3.5 

5.7 

7.7 

8.4 

14.0 

311 

9.8 

-9.1 

191 

15.6 

35 Groan profit to idea (grow ntargia) (%) 

6.6 

8.5 

10.5 

10.0 

26.7 

201 

8.1 

-9.5 

10.1 

9J 

36 Operating profit to aalca (%) 

9.9 

III 

III 

13.9 

29.9 

25.7 

10.0 

-18 

111 

13.4 

37 Profit before tax to aalea (%) 

4.6 

5.7 

7.9 

6.0 

19.7 

17.0 

13 

-11.5 

93 

9.1 

38 Tax pioviaiori to profit before tax (8) 

39 Profit aftertax to net worth 

0.0 

216 

0.0 

19.8 

6.1 

29.8 

0.0 

0.0 

48.7 

50 A 

(return on ujuily) (%) 

14.2 

21.5 

17.1 

13.7 

14.6 

54.5 

14.2 

-21.8 

23-5 

24.4 

40 Dividend (5b) 

25.00 

25.00 

27.00 

25.00 

40.00 

50.00 

10.00 

0.00 

37.50 

30.00 

41 Earning per abate (Ra) 

5.85 

0.00 

10.04 

7.56 

14.23 

24.18 

10.76 

-14.55 

1106 

1*56 

42 Book value per abate (Ra) 

43 PIE ratio (baaed on latent and 

41.2 

0.0 

58.7 

55.3 

74.2 

44.4 

75.7 

66.9 

4S.7 

37.4 

corrcapoading laat year'a price) 

44 Debt-ctjuity ratio (adjuued for 

IS.7 


8.2 

0.0 

11.2 

7.4 

47.4 

-418 

20.8 

10.4 

revatualioa) (%) 

45 Short lena beak borrowing* to 

134.5 

1613 

118.9 

918 

10.6 

67.7 

211 

27.7 

114 

IS.4 

inveatoriea (%) 

4.5 

10.3 

414 

67.7 

1119 

818 

10 

25.4 

15.4 

57.1 

46 Sundry creditor* to aiodry debtor* (%) 

47 Total temunenaion to entployeaa 

60311 

6316.8 

814 

67.8 

213 

2S.S 

3816 

357.1 

5874 

2056 

to groaa value added (R) 

48 Total lemuneralion to employee* 

10.9 

8.9 

33.9 

316 

16 

17 

38.3 

2491. 

15.4 

23.6 

to value of productsw (%) 

1.1 

13) 

9.7 

9.7 

11 

1.9 

6.6 

14 

SO 

4j6 

49 Groat fixed aaaett formation (1) 

27.7 

37.4 

47.9 

10.4 

1.371 

5.8 

41.8 

416 

-53 

wrote 

50 Growth in inveatoriea (9 > 

-27.01 

161.34 

-19.65 

24J6 

46.59 

9.86 

-18.47 

-6.64 

-*.71 
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.inventories fluctuated at 102 per cent in 

1991- 92. 9 per cent in 1992-93 and 46 
per cent in 1993-94. Sundry creditors to 
current assets rose by 3 percentage points 
in 1992-93 and fell by 4 percentage points 
in 1993-94. Raw materials consumed to 
value of production fell by 9 percentage 
points in 1992-93 and by 3 percentage 
points in 1993-94. Earning per share 
fluctuated at Rs 8 in 1991-92, Rs 24 in 

1992- 93 and Rs 14 in 1993-94. Net value 
added to value of production rose by 10 
percentage points in 1992-93 and by 1 
percentage point in 1993-94. 

The company is to take up manu¬ 
facture of optical fibre cable at its Mysore 
plant. For this it has signed a collaboration 
agreement withBICL. UK. The agreement 
is for producing optical telecommuni¬ 
cation cables for the Indian market. RPG 
Telecom is to set up a40,000 fkm capacity 
unit with B1CL providing the plant and 
machinery and full technical and training 
support. The plant is expected to go into 
production in the second quarter of 1995 
and is estimated to cost Rs 20 crore. With 
its entry in the optical fibre cable business 
RPG Telecom’s position would further 
strengthen in the telecommunication cable 
market 

The company plans to invest Rs 35 crore 
in the next fiscal year on its expansion 
programme. Of this Rs 15 crore would be 
deployed for increasing the capacity of its 
cable line in Mysore. It also plans to 
undertake new telecom services like pag ing. 
E-mail, cellular phones and telecom 
software under a 50:50 joint venture 
between RPG Telecom and Sprint Mail of 
the US, the joint venture being christened 
Sprint RPG India. The company also plans 
to raise the capacity of its JFTL unit to 10 
lakh cable km. This would follow the 
completion of the current expansion from 
18 km to 24 km. Recent changes in telecom 
policy now allows Indian organisations to 
take up basic services without a foreign 
collaboration and the company plans to bid 
for the same 

P AND G (INDIA) 

Out of the Red 

P and G (India), the giant consumer 
conglomerate, has come out of the red after 
two years. Net sales went up by 34 per cent 
(Ra 62.17 crore). Operating profit by 296 
per cent (Ra 36.90 crore) and net profit by 
173 per cent (Rs 36.51 crore). Depreciation 
was higher by 100 per cent (Rs 3 lakh), 
interest charges fell by 10 per cent (Rs 52 
lakb). non-operating profits fell by 109 per 
cent (Rs 34 lakb) and other income rose by 
351 per cent (Rs 19,22 crore). Short-term 
loans fell by 56 per cent A dividend of 10 


per cent was declared far the year. The 
company earlier shifted its tom-making 
detergent business to the wholly-owned 
subsidiary of P and G USA, P and G Home 
products. Though P and G India’s Aerial has 
made market share gains, the company has 
been incurring heavy expenditure on its brand 
building. The shift of the marketing costs to 
Pand G Home Products allowed the US giant 
to fund its loss by capital contributions from 
the US parent. The company successfully 
implemented a voluntary retirement scheme 
at the company’s Kalwa Plant Exports of 
the company were down by 25 per cent and 
imports by 20 percent The disruption in the 
economies of the ex-Soviet block countries 
and the prevailing recessionary trends in 
most parts of Europe were responsible for 
fall in exports. During the year the com¬ 
pany purchased ‘Old Spice’men's toiletries 
business. 

Debt-equity ratio of the company has 
declined in the past three years from 266per 
cent in 1991-92 to 27 per cent in 1992-93 
and 21 percent in 1993-94. Short-term bank 
borrowings to inventories fell by 3percentage 
points in 1992-93 and by 20 percentage 
points in 1993-94. Inventories to sales fell 
by 7 percentage points in 1992-93 and 6 
percentage points in 1993-94. Return on 
investment rose by 18 percentage points for 
the year. Earning per share rose to Rs 10. 
Net value added to value of production 
fluctuated atSpercentin 1991-92.1 percent 
in 1992-93 and lSperccniin 1993-94.Sales 
to total assets fluctuated at 113 per cent in 
1991-92,95 percent in 1992-93 and 121 per 
cent in 1993-94. Sales to gross fixed assets 
too fluctuated at 249 per cent, 237 per cent 
and 320 per cent in the same period. 

Though production activity ceased at the 
Kalwa plant at Thane, the research and 
development department continues to operate 
from the plant. 

GODFREY PHILLIPS 

Declining Industry 

Godfrey Phillips, a market leader in tobacco 
business, has done well for 1993-94. Net 
sales were up by 6 per cent and net profits 
by 13 per cent. Operating profit was down 
4 per cent. Other income rose by 33 per cent 
and non-operating profit by 13 per cent. 
Interest charge* fell by 32 per cent, while 
depreciation and taxation went up by 4 per 
cent and 6 percent, respectively. Exports and 
imports were down by 25 per cent and 23 
percent, respectively. Slyat-term loan* fell 
by 42 per cent for the yen 1 . Short-term bank j 
borrowings to inventories fell from 57 per 
cent in 1992-93 to 15 per cent in 1993-94. 

A dividend of 37-5 percent was declared for I 
theyear as against 30per cent in theprevious 
year. 
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Sundry crethtorc to current assets W 
by 1 percentage point for the year. Salt 
total assets rose by 32 percentage point 

1993-94. Sales to gross fixed assets ros 
92 percentage points. Inventories to« 
fell from 33 per cent in 1992-93 to 21 
cent in 1993-94. Return on investn 
increased from IS percent in 1992-1 
19 per cent in 1993-94. Earning per si 
rose by 2 percentage points. ‘ 

Sharp increases in excise duty couj 
with inflation in costs of input led to 
declining trend in the cigarette industry 
order to lake advantage of the conccsi 
in excise duty on non-filler brands up 
length of 60 mm, and also to regain its 
volume, the company launched a news; 
cigarette. 

The tea division of the company did t 
with better sales. The company dispose 
a commercial plot of land at New Bom 
and residential portion of the com par 
Pare! property comprising 24 resider 
apartments in its project called ‘Marcopi 
to a nationalised bank. 

The modernisation and improvenr 
programme undertaken in the Bom 
factory by the Japanese experts has b 
completed. The Research and Develops 
activities included development of t 
blends of tobacco for export, speeding 
of the cigarette maker to enabU 
manufacture 3.000 cigarettes per mir 
(cpm) as compared to 2.500cpm previoi 
and development of an alternative wrap 
and better self-adhesive tapes. 


New From Manohar 

Solid Waste 
Management 

(Modes, Assessments, 
Appraisals and Linkages 
in Bangalore) 


edited by 

Isa Baud and Hans Schenk 


1994,168p. Rs. 200 


Manohar Publishers k Distributor 

2/8, Anuri Road, Dvyagan), 

New DeW-110 002 
Tel.: 326 2796,327 5162 



i« OF LIFE, LETTERS AND POLITICS 
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is not aggressive Hinduism which worked in the assembly elections in 
iharashtra, but the coalition of castes; Hindutva merely provided 
• overarching slogan. 


3 interesting thing about the Maharashtra 
jrion* is that the Sena-BJPcombinc failed 
nike itto absolute mqority. As the results 
early trends staled pouring in. it looked 
f the 'Yuti* (combine), as the alliance 
opularly known in Marathi, would sweep 
.polls. This is particularly noteworthy 
smuch as the 'Yuli* faced its exact 
write. The Congress was not a unified 
x. The ID. the left, the Bahujan Shramik 
niti and all such formations were divided 
tins! themselves. In these circumstances 
ckcray and his men should have done 
:r. They have not Four hundred thousand 
pie at the Shivaj i Park is not all that there 
> the electoral process in ourcountry. ()f 
•sc. BPCC bos* Murli Dcora is right 
:n be says that those who think (hat the 
’-SS alliance (and by implication its 
ernment) would not survive long arc 
ulging in pipe-dreams. Yet it remains 
; that this is no great, thumping victory 
the BJP-SS combine. Much less is it a 
mph forthe aggressive Hindutva doctrine 
ircacbed and practised by the SS men. 
rad Pawar has discovered that hX per 
t of the voters have voted for secular 
:c*\ They may or may not have. What 
ds to be understood even more clearly 
tat even the 32 per cent who have voted 
this combine have not necessarily voted 
the Hindutva ideology. 

. sizeable section of the Maharashtrian 
i has gone to SS mainly because the SS 
ill seen as essentially a party which cares 
Maharashtrians and Marathi- Why this 
ige persists might be intriguing, but ihat 
docs cannot he denied. The urban 
harashtrianhas. overthe last two decades, 
icasiogly felt alienated from the so-called 
tropolitan culture of Bomhay. One has 
ay so-called metropolitan because it is 
icult to see much mctropolttanism in an 
;htially scmi-fcudal society The 
Topolitan contempt for Indian languages 
a typical neo-colonial phenomenon, 
ncthing about which even a post- 
demist like Lyotard felt compelled to 
ak in his famous writings on Algeria. 
Kkeray merely used this fact to his 
aoUge. Wanting to name Bombay airport 
r Shivaji come* from that. All other 
arts (Calcutta and Madras, in part icular) 
e been named after local leaders. Only 
nbay must put up with either Nehru or 
daughter. Opposing (his move was no 
at shakes. We all know that naming 


international airports or anything else after 
anyone does not make the slightest differ¬ 
ence to anyone anywhere. But a no surge 
was this assertion of identities through 
naming this or that after someone or the 
other described as what it is in real life - 
a futile exercise. It merely produces the 
opposite results. Thackeray seems to have 
understood this. He went ahead and proved 
it. Pawar and his men did not get any mileage 
out of renaming of the Marathwada 
University. SS. on the other band, announced 
its intention of getting Sahar airport named 
after Shivaji after they have won power. 
Now it is for Delhi to decide. It can turn the 
SS into a martyr if it refuses. It will turn it 
into a hero if it accedes. This problem would 
not have been there if Congressmen had not 
been so crazy about naming everything they 
fmd after Nehru, his daughter or her two sons. 

Maharashtra Congress (this cannot be said 
of (he Bomhay Congress though) had been 
a unified force, which bad organised some 
vital interest groups. It was this Congress 
(of all the provincial Congresses) which has 
effected the transition from caste to class in 
a smooth and systematic manner. In a peculiar 
way. Maharashtra Congress had made 
politics here essentially coalition politics of 
castes and clashes. Even the SS played the 
same game. The Bahujan Shramik Samiti or 
the Janata Dal. whose leaders look to UP 
and Bihar for ideas on social development, 
failed to comprehend the full implications 
of Congress policies and what they have 
meant for political culture in the land of the 
Ms rath as They have ended up paying the 
price of steady decline over the years. The 
ncwherocsof UP. KanshiKamandMuluyam 
Singh Yadav. did not see beyond their noses. 
For them the Indian world is defined by UP 
and Bihar. Nobody would deny that caste 
plays a political role. But t he important thing 
was to see that successful caste-coalitions 
have been based, since Y B Chavan’x time. 

< <n some principle outside caste or which has 
an appeal over and above caste. Peasants' 
co-operatives and consolidation of the 
Kunhis or. to use fori ha Phule's language, 
of the Sudras and the Ati Sodras. in terms 
going beyond their Kunbi identity have been 
the major strategic device employed by the 
Congress over the years. 

The SS instinctively saw this. A 
sociological account of the SS candidates 
and. of count, their supporters would 
demonstrate what we have been arguing. 


Just think of the SC/ST reserved 
constituencies which has gone to theSS. An 
overarching slogan was necessary. Y B 
Chi van's Congress gave ft one*. Now the 
Hindutvadoctrine has tried to take its place. 
The limited success of tbc ‘Yuti’ is to be 
attributed to the strategic device current in 
Maharashtra''s politics since the 17thcentury. 
If the SS had been less notorious than it 
actually is it would have done better. But 
the point to be noted is that it is not aggressive 
Hinduism perse which has worked. It is the 
coalition of castes which has; Hindutva has 
merely provided the overarching slogan. If 
Congressmen would have been united and 
not been caught up in their internal squabbles, 
they would have still been in power in 
Bombay. In a sense, therefore, mure efficient 
and united coalitional politics has yielded 
successful results. The changing socialprofile 
of the Shiv Sena over the last two decades 
has gone mostly unnoticed and uncommented 
upon. Add to that tbc equally unnoticed 
alienation of the urban Maharashtrians. All 
this has given a victory of sorts to Thackeray’s 
men. 

In a very cunous way all the noise about 
Shared Pawar's alleged corruption has 
benefited the SS more than anybody else. 
There is that famous story of a Marathi book 
on the Sharad Pawar regime and its corrupt 
practices written by no fnend of the BJP- 
SS "Yuti". If any thing, the author is a swum 
enemy of the combine. Now it so happen* 
that in a number of meetings of the Yuli’ 
tbc book was or sale. It did good business, 
or so we hear. <)ur moralising liberals think 
Ihat corruption' itself is a political issue and 
not a symptom of a larger political malady. 
When that happens, the most callous semi- 
fascists reap all the advantage. It is some 
tribute to tbc Sudras and Au Sodras of 
Jotiha Phulc that they did not let them run 
away with the trophy. 

It is important-to see this because some 
of ourenthusiastic .astc-analysu h ad s ta te d 
to see Yuguiic intellectual*' inKansMRam. 
Mayavati and the tike. Running movements 
and recognising ‘organic intellectuals' is no* 
a matter of simple arithmetic Those who 
took, the political and electoral game to be 
one of additions and subtraction* were 
beaten. Tbc Congress did not do badly if 
you include the rebels who have won in the 
Congress tally . Their doing worse than this 
would have resulted in an ahsohric majority 
for die 'Yuti'. The people of Maharashtra 
have demonstrated that they did not want it. 
Now it is for the others to leans some lessons 
from this. The first lesson is that anti-caste 
politics does not mean consolidation of caste - 
antagonisms. Maharashtra politic*ba* always 
demonstrated that . Tbc recent election* hair 
proved this once again. The interest* of 
peasant p r o pri e tors and now Hindutva bare 

been the platform*. The third fine did not 
emerge because there wax no third platform 
Perh aps t h at is tbc moral of the " Yuti* victory. 
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Collapse of Barings Bank 
Case of Market Failure 

ASMwib 


The blade and white view of the state vs markets is ciearty exaggerated. 
Recent development debate has over-romanticised the successftd role of 
the market aid the private sector in promoting growth and reducing 
inefficiency. The collapse of Barings Bank is proof of this. 


IN the 1950* and 1960*.economic policies, 
government interventions and controls were 
seen is measures loovercomeinaricet failure* 
or imperfection. There was rarely any 
mentionof government failures. In today's 
world, the opposite view prevails. AU 
economic ills are ascribed to government 
failures and faulty macro-economic and 
sectoral policies. Market forces, free from 
government action, are now deemed the 
necessary means to promote economic 
growth and efficiency in resource allocation 
and utilisation. Public sector and state 
enterprises are disappearing and privatisation 
is on the agenda of most, if not all. countries. 
Protagonists of the market approach 
recognise that market failures do occur but 
argue that they are less frequent than 
government failures. We argue that the 
pendulum has swung to the other extreme 
The Mack and white view of the stale vs 
markets is clearly exaggerated. The recent 
development debate has over-romanticised 
the successful role of the market and the 
private sector in promoting growth and 
reducing inefficiency. The recent collapse 
of Barings Bank would seem to support our 
argument. Poor management and control, 
lack of accountability, the absence ot clear 
goals and a strategy, loss-making - all the 
factors which are invariably associated with 
public sector activities - seem to have led 
to tbe downfall of aprivatc hanking operation. 

The fall of socialist governments m the 
fanner Soviet bloc has encouraged some to 
believe that history has given a clear verdict 
in favour of capitalism and free enterprise. 
If state and bureaucracy have failed, does 
it follow that market mechanisms involving 
laistrz faire are necessarily superior? In the 
atxailed market economies, both the power 
and limitations of the market have become 
clear. The collapse of Barings Bank is yet 
another proof of the limits of the market 
especially when it is allowed to function 
without any guidance or rules of the game. 
Thus, a widespread belief, under the new 
political economy fram e week, that the market 
system and private sector arc more efficient 
than the non-market system remains open 
to question. 


Mario rr vs Non-Market Far. truss 

The collapse of Barings Bank (the oldest 
merchant hank in the UK) is a concrete 
example of market failure which is our 
concern here. We wish to explore whether 
this failure was a case of poor management 
and lack of control ami supervision, factors 
which are invariably attributed to public 
sector enterprises. There is also the possibility 
that management received inadequate (or 
false) information sit that it did not act to 
avert disaster in time. A major cause of the 
hank's collapse seems to have been the lack 
of accountability and excessive risk taking 
on the pan of its young derivatives trader. 
Ixcson. based at the Singapore office of the 
bank. He was given a five hand to act on 
his own without any approval by his superiors 
and presumably in violation of banking 
practices. 

In presenting a theory of non-market (or 
government) failures. Wolf (1940) lists 
several reasons forsucWaihirvs:(i)difficulty 
in measuring non-market outputs 
independently of inputs, (ii) problems in 
determtmug the quality of this output, and 
(iii) an absence of suitable mechanisms 
(similar to a market test) for terminating 
unsuccessful non-market activity. He argues 
that unlike the market case there are no 
pressures freenst-cutting Non-market failure 
may occur due to a rise in costs and 
overstaffing of bureaucracy, as in the case 
of state or public enterprises. Competition 
and the profit motive, the two factors which 
explain cost-culling in the market case, are 
missing in non-market activity. In the absence 
of market or consumer rexpi mse. there is no 
incentive to devise standards and pursue 
goals which would achieve the public good 
at low cost.’ 

Market failure, oo the other hand, is 
generally known to o#cur when resource 
allocation is not optimal and a change would 
improve the welfare of all consumers without 
making anyone worse off Market distortions 
resulting from monopolistic and oligopolis¬ 
tic situatkuu and ex tern ahties may account 
for such sub-optimality Government 
intervention is sometimes defended to 


overcome the negative consequences of 
market failures by eliminating price 
distortions, promoting competition by 
breaking down monopolies, and developing 
and fostering institutions which strengthen 
the functioning of facttxr md product markets. 

In this paper, we attempt to show that the 
collapse of Barings Bank is a case of market 
failure occurring in the same way as docs 
non-market failure. The factors contributing 
to the hank's collapse were precisely tbe 
absence of appropriate mechanisms of 
control and supervision, poor quality 
management and a failure to terminate an 
unsuccessful activity despite frequent 
warnings (equivalent to consumer response 
<r fa Wolf)-factors commonly attributed to 
non-market failures. Banking operations, as 
distinct from manufacturing, are similar in 
those of non-market activities in that output 
and pmducti vity cannot he easily determined 
independently of input and problems are 
encountered in determining the quality of I 
the output. In addition, the Barings case, in 
particular, highlights the risks involved in j 
the lack of accountability in futures trading ! 
which breeds recklessness in the absence of : 
adequate controls. Wc show that competition 
and incentives, the two factors that ore known 
to contribute to efficiency and growth in fact 
led to the collapse of Barings. Competition 
between the Osaka Slock Exchange (OSE) 
and the Singapore Stock Exchange (SIMEX) 
deterred them from co-operating and sharing 
information whereas hig incentives to the 
trader in the form of exorbitant bonuses led 
to reckless risk taking andcventual downfall 
of Barings Bank- 

Can governments and global institutions 
afford the risk of free markets gone amok' 
The answer is no if one consider! that had 
a similar disaster struck a much larger hank, 
iheconsequcncvscouldhavehcencalamitow 
for financial markets throughout the world 
Thus in the light of the Barings experience 
addressing market failures seems pnniculsrt) 
relevant. It begs the question whether tighter 
regulations and controls and timely 
interventions c< slid hare averted die disaster 
While the job of governments may n<*t fa 
to prevent risk inking in the market place, 
it must still guard against such risks having 
adverse global repercussions which might 
affect the wider public interest. 

Bajunrx Bank: A Bum- Hkpby 

Barings Bank was established in lawk* 
in 17*2 by Francis Baring. The hank'■ 
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lodfe rapid growth of ItMfMinui trade. 
IVnugh two centuries the bank financed the 
do velapmeat of die British empire hi Asia 
and the Far Bast, llprovided cash that helped 
British companies u> pmrootc trade with 
India and other parts of camera Asia. 

The hank elao financed British military 
upentiuiix 0 venea*,e g. the waruf American 
independence and war* with France, and 
provided kwax in the Portuguese to pay off 
their war debto. In 1803. it helped to finance 
the purchaac of Louisiana Teiritory by the 
US. In 1X08. the Duke of Wellington 
cancelled part of aFrcnchkiwt.ln this context. 
Due de Kiehclien is known to have xaid: 
“There ate aix treat power* in Europe: 
England. France. Prussia. Austria. Ruxxia 
and Baring Brothers**. 

During the 19th century. mostofBanng* 
hoxincxK wax in l^ilin America, particularly 
•n Argentinaand Uruguay. In 1890. Baringx 
ktomilhonsof pounds sterling in Argentinian 
laanx. The hank hadfinanccdxcveral schemes 
in Argentina, notably, the Buenos Aires 
Water Supply and Drainage Company. But 
a combination of “financial maladminixl- 
wratkm and political revolution left Baringx 
dreadfully exposed.. .*' By November 1890. 
Baringx Bank wax about £ 9 million short, 
an amount that wax three times the sin; of 
the bank's eopital. This shortage is estimated 
at about £ 230 million in present-day values. 
At that time, the Bank of England supervised 
a consortium which rescued Barings. 

Barings recovered form this crisis and 
gradually restored its influence in the City 
»XT jondon. It continued to he run by members 
of the Barings family and wax owned by a 
charitable foundation - the Barings 
Foundation. 

In the 1980s the hank built upaxuhxiantial 
securities business in the emerging markets 
of the Far East ahead of most other hanks. 
Baring Securities was known to he a leading 
equity broker in Asia and I .atin America. 
Another arm of the bank was the fund 
management operation. Baring Asset 
Management with over £ 30 billion in funds 
under management, moved heavily into 
eastern Europe. For the former Soviet Union 
alone it raised $ 1X0 million worth of 
investments. The third major operation of 
Barings Bank was in mergers and 
acquisitions. After S G Warburg. Barings 
handled the largest amount of acquisitions 
in Europe in 1994. with 29 transactions 
accounting for a value of S 8.7 billion 
according to Securities Data.' 

Barings was reputed fir corporate finance, 
asset management and trading for clients in 
emerging markets, it dkl not have much 
experience in making money by trading on 
Hspwn account (or proprietary trading). But 
it is precisaly this proprietary trading by 
Issoson that led to Barings* collapse. 

At the end of February 1995. Swings 
Bank suffered losses to the tune of £ HAD 
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nuHfou(S I 4 billion). Barvtgs' management 
hoped that the Bankof En gland would come 
ta< its rescue as it had in 1890. but this time 
it did mu. arguing that tax payers' money 
should not he used to cover die fsi feres of 
a few speculators. Instead, the market was 
a flowed hi take its own course Barings was 
imaMe to raise private money from other 
hanks to recapitalise it mainly because the 
tin of Barings' positions in the Japanese 
derivatives contracts det er red hanks. They 
were unwilling to take on these contracts 
without a fee or a guarantee from the Bank 
of England (hat it would cover Anther 
kisses. Adminisfraturs were appointed as 
caretakers of the hank which was eventually 
bought over by INC. a Dutch financial group. 
Howe vcr.INO tfid not buy Bwing** holding 
company which may he Uqokfemd. Thus 
ended infaanousty the233years of Barings* 
history. 

Snwv OF TMtOUMW 

The eoflapac (/tarings Bank is amnetatad 
with the name of a su^k employee, Nicholas 
Leewet. In 1992.1 reason was ap p oin t ed head 
of m ri fe m e m in Barings Singapore where 


his ommanding success fed tohtsaddntorwl 
appointment as head of trading. At most 
other banks, the imoftmcthms are xe p a ra md. 
Combining them allnwxaauderiniielife his 
own deals and. as happened with Lemon. 
enables him to hide the risks he is fe lt i n g 
and any (.wse* incurred. Lecsoe oper at ad on 
the Singapore International Mo net a ry 
Exchange (SIMFX ) and on the Tokyo and 
Osaka stock exchanges. Hisdubesmclndad 
kicking after the growing deriva t i v es mwtot. 

Derivatives are financial instrument* film 
futures and options whose value it d wwu d 
from an asm* such as a conus* slay ( c g, 
cocoa), hoods, shares or currencies. The 
price of these assets fluctuate* * grew deal. 
Derivatives cover all trading out > ate fee spot 
(cashjmarfcct*.mrhnkngfnenv andnpmms 
nutkets. swaps, and stock index upturns * 
F u tu res and options are die xampfest of 
d eriva ti ve s u bi r h specify an sg r v sm rwl to 
buy tuned a particular asset at a certain price 
on a defined ftnure date. The mure cs m ptrx 
forms of deri va t i ve s am haned on compfex 
mathematical formulae which enable 

between ewtfeys and pofeorial re w a rd s . 
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Derivative* were initially designed “to 
educe an investor's risk in fast-moving 
•lobal markets". Derivatives are easier and 
(tncker investments than bonds and property 
vfaicb explain* why their use ha* grown so 
asti While they can be used to assume a lot 
>f risk quickly, they have the advantage of 
soviding the kind of liquidity that enables 
je risk to be laid off equally fast. However, 
wy can become complicated and sometimes 
teacberoos financial investments. 1 
MostofLeeson’s losses came from trading 
(dinary derivative instruments based on the 
span’s Nilckei-225 stock market average. 
*- was also trading contracts on Japanese 
odds and interest rates. His strategy was 
i make money through ‘arbitraging’ - 
iking advantage of differences in the prices 
f Nikkei-225 futures contract* listed on the 
isaka Securities Exchange (OSE) and the 
ingapore Monetary Exchange (SIMF.X). 
e bought futures contracts in OSE. betting 
n their rise here (‘going long’) and 
unultaneously sold them on the SIMEX 
citing on their fall (‘going short’) there. A 
imilar gamble on the Nikkei-225 futures in 
tptember 1994 paid off when Leeson 
legedly earned Barings $ 150 million by 
e end of 1994. Only this time the Nikkei 
.11 and with it Leeson’* strategy which had 
ambled on its rising (see the figure). For 
to pay off. the Nikkei had to stay in the 
’,500-19,500 range. But on January 23. 
55 following the Kobe earthquake, the 
okyo stock market plunged 1.000 points 
under 17,800. In an apparent bid to push 
; market up, Lccson went on a massive 
tying spree in the hope that it would push 
i the Nikkei futuresmarket. but to no avail, 
eeson’s huge losses seem to have arisen 
arcsultaf hi* failure to hedge his positions, 
stead, gambling on a rise in the Nikkci- 
-5 stock market average, he continued to 
y and his unhedged positions escalated to 
: point that by February 23. when the 
itore and scale of his operations became 
town, he had incurred a loss of nearly S 1 
lion, which exceeded the bank’s capital, 
lie chairman of Barings Bank believed 
a conspiracy theory in which Lee son 
Mild have colluded with a partner to 
nkrupt the bank. This theory assumes that 
«*on built up a long position at Barings 
buying which was so great that the bank 
uld not remain solvent. The partner 
sanwhile would build up a short position 
licbwhen the bank failed, would give the 
rtner profit which could be shared by 
sm. There is no clear evidence in support 
such a conspiracy thesis. It may well be 
it the chairman of Barings presented the 
*is to divert attention away from the 
magement’s incompetence. 

Causes of M^gjor, Failure 

/to t conclusions can oriedrawabout the 
■scs of the above banking failure in the 
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case of a cautious family-owned bsnk with 
long history and tradition?Whatdunageha* 
the collapse of the bank created lathe UK 
financial market and in the world financial 
market? It is claimed that there has been little 
if any loss of confidence in these markets. 
Perhaps it is true because Barings was a 
reltti vely small bank, and one single incident 
would not have shaken the world financial 
markets. But imagine if a bigger bank was 
involved and a few such market failures 
occurred simultaneously. Thit-would 
probably send ripple* throughout the world. 

(1) Management Failure 

Gross: incompetence on the part of the 
bank’f jhandg^nent at its headquarters in 
London seem* to be one of the principal 
explanations ofthe market failure. There are 
several examples ofthis management lapse. 
First, Barings’ top management ignored 
warnings from Lreson's supervisor at its 
Singapore office. In March 1992, James 
Bax, directorof Barings Singapore, warned 
headquarters in London about a possible 
disaster. He wrote: “My concern is that once 
again we are in danger of setting ups structure 
which will subsequently prove disastrous 
and with which we will succeed in losing 
either a lot of money, or client goodwill, or 
both." 

Secondly, in August 1994 an internal audit 
at Barings Bank warned the management 
against “the excessive concentration of 
power" in Leeson’s hands, particularly 
allowing him to control both trading and 
settlements, which could lead to “error and 
fraud". This warning was ignored: so was 
a recommendation tores truclure the futures 
business of the bunk. The head of the 
derivatives business at Barings’ London 
headquarters (who was Lccson’s boss) 
convinced the board of directors (hat there 
was nothing to worry about despite warn ings 
from their own colleague in Singapore and 
warnings of others in the banking business. 

Thirdly, Barings' managers apparently 
failed to spot or did not react to die huge 
amount ofcash that Barings Futures paid out 
to both SIMEX and OSE to support its 
futures positions. In fact, the hank’s 
headquarters in London continued to transfer 
funds to Lceson to cover bis margin calls 
to keephis position open even when be was 
clearly making big los se*. It is reported that 
in six weeks from mid-January till (he end 
of February, the mamagement in Loudon 
authorised a transfer of £ 569 million to 
Singapore to pay for ithe margin calls and 
original transactions, apparently without 
raising any questions. A possible explanation 
is that management tsslievod the money 
transfer* were on behalf of a client or clients. 
This amount is well abov c the equity capital 
that European Union rule* allow in any ooe 
investment without (be approval of the Bsnk 
of England. Large sums were borrowed by.. 
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Baring* from other banks to effB& these 
transfers. An vtdttbrchanthttiknoted^Ven 
Colombian drug barons don't throw thit sort 
of money around without afeW signatures.”* 

‘ Even when negotiations were being held 
with tfyeBank of England to rescue Barings, 
its deputy chairman did not feel the need for 
replacing a management which had proved 
so utterly incompetent. 

(2) Information Failure 
The theory of non-market failure attaches 
alot of importance to inadequate information 
a* one of the causes of such failure. In 
contrast, markets and prices are applauded 
for ensuring adequate flows of information 
on supply and demand. Milton and Rose 
Friedman noted: 

prices perform three functions in organising 
economic activity: first, they transmit 
information; second, they provide an 
incentive to adopt those methods of 
production that are least costly...; third, they 
determine who gels bow much of the 
product... One of the beanies of the free 
price system is that the prices that bring the 
information also provide both an incentive 
to react to the information and the means 
to do so. 7 

Of course, in actual practice markets do 
not function perfectly as ix assumed by the 
above citation. Actual prices do not always 
reflect scarcities of factors and products, 
consumers and producers do not enjoy equal 
access to information about products and 
markets. In explaining non-marketfailurcs. 
Wolf cites information acquisition and 
control becoming an end in itself, leading 
to influence andpower. While he recognises 
the role of information in imperfectly 
competitive market* he concludes that price 
competition keeps cost inflation in check. 
Stiglitz notes (hat much of the production 
in most advanced economies is not mediated 
through markets; instead in occurs “within 
large corporations each of which is the size 
of at least the smaller of the LDCs’V* 

The Barings case shows that information 
failure accounted forlackof timely decisions 
and subsequent collapse of the bank. Did 
Leeson. tbc ‘rogue trader' withhold 
information from the management toexercisc 
authority, power and autonomy? The 
management of Barings Bank in London 
claimed that he did although, as we noted 
above, Leeson’s superior in Singapore bad 
already warned the headquarters in writing 
about Leeson's activities and the dangers 
involved. The news of Barings’ massive 
purchase of derivatives contracts was the 
subject of intense discussions in New York. 
Tokyo and other financial markets for several 
weeks before the bank's collapse. It is 
therefore incoocoivahicthat the management 
did not have any information. Furthe r more, 
as we noted above, the Barings’headquarter* 
in London advanced cash to Singapore to 
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oover LwnonY margin «•&. From such 
mufti*. thcbank’sm ana gc mcn tmujtbave 
realised the sac of Lemon’s position. So 
wh»t went wrong? 

It appear* that the management had at le art 
partial information about Lemon'i activities 
but they ignored the risks involved. A senior 
investment banker at SDotberftrm in London 
claimed that “there was no doubt that the 
management koewabout this trade" and that 
"the individuals he knew were also aware 
of it". The lack of intervention, despite 
available information and concern, seems to 
be due to sheer greed for making money to 
pay the bonuses following the black Sunday. 
Apparently, Barings' management told the 
Bank of England that they needed £ 100 
million for the bonus payments. 

By the ond of 1994. Leeson had earned 
Barings $ 150 million, for which he was 
rewarded with a handsome bonus. Thus, the 
management's blue-eyed hoy seemed to 
enjoy their full confidence. Thecautious and 
conaervative Barings seems to have thrown 
caution to the wind in the hope of reaping 
big dividends. 

What the Barings management probably 
did not know is that the trading was not 
being done on behalf of a client, but instead 
involved the bank's own capital. Further¬ 
more, it may not have known that the bank' s 
positions were not hedged or balanced by con¬ 
tracts on sell orders in the futures market to 
limit the eventual losses from tbc buy positions 

Leeson may have held back information 
from (hemanagemem forfearthat the transfer 
of funds that he requested from London 
might be stopped. Although it seems unlikely 
that he acted alone, if he actually did. he gave 
the impression that his influential clients 
were behind him. He may have spread mis¬ 
information that he was acting on behalf of 
big clients in order to create credibility for 
an unusually risky action uncxpccicJ of a 
small and conservative bank. 

Why did the Tokyo or Osaka Stock 
Exchanges not offer information when they 
were concerned? It appears that the Osaka 
Stock Exchange knew that the Barings' 
position was bigger than the rest of the 
market put together. This was unusual for 
a small bank. As the Osaka exchange is a 
competitor of SIMF.X in Singapore, it was 
reluctant to express its concern. Here is a 
clear case of information failure in an 
imperfectly functioning competitive market. 

(3) iMck of Accountability. Supervision ond 
Control 

Barings Bank and Leeson are noted to 
have ignored the internal risk-management 
procedures which the Bank of England had 
exhorted tbc banks to tighten." In October 
1993, the chairman of B aririgs. Peter Baring, 
noted (at the launching of the bank's joint 
venture in derivatives with the Abbey 
National of the UK) that "derivatives need 


to be well controlled and understood, but we 
believe that we do that hern’?* 

Disaster struck Barings because it seems 
that it had no clear corporate strategy to 
provide risk management and control in the 
rather new venture of derivative*. It is well 
known that derivative* are a risky business. 
Anumber of guidelines already exist bn how 
derivatives risks should be managed. The 
most recent set of recommend ation# on this 
issue made by a think-tank. The Group of 
Thirty, appeared in 1993. Many of these 
recommendations were ignored by Barings. 

The chairman of Barings pleaded that 
controls were difficult To quote him: 

It is a cliche in our industry to say we are 
all vulnerable to frauds, h is very difficult 
to impose control systems that are so 
draconian that people who should have the 
responsibility to act in a trustworthy fashion 
should nonetheless have people looking over 
tl)eir shoulders on a minute by minute basis, 
to make sure they don'1 conceal the evidence 
of their transactions." 

Inexperienced traders like Leeson are 
generally granted considerable freedom and 
autonomy to take quick decisions. To some 
extent, this is justified by the nature of 
futures trading. But it appears that in Leeson’s 
case, lack of accountability and control was 
linked directly to the cavalier attitude of the 
bank's management As noted above, 
management ignored the warnings of the 
auditors against the dangers of Ixeson's 
speculative activities which did not follow 
banking practices. The bank is said to have 
broken the most elementary rule by allowing 
Leeson’s actions to remain unsupervised or 
monitored. 

Apparently, there was no control 
mechanism: the hank lacked an independent 
risk-management unit to provide a check on 
Leeson's activities. 

There was a further organisational factor 
that allowed Leeson autonomy and freedom 
of action. As noted earlier, despite his 
inexperience. Ixcson controlled both trading 
and settlement in the Barings Futures unit 
in Singapore which few reputable financial 
institutions would permit. 

The lack of regulation and control is 
noticeable at three levels: (a) at the level of 
Barings, (b) at the level of the national stock 
exchanges (in Uvidon. Tokyo. Osaka and 
Singapore), and (c)at the international level. 

It appears that Barings were planning to 
replace Lcesnn's dual role in trading qpd 
settlement hy a new derivatives department. 
The bank is known to have hired a risk 
manager from the US to advise it. 15 

It is reported that in the wake of the 
Barings collapse. SIMEX proposes to 
"require member firms to ensure that the 
head of the dealing section docs not take 
charge of the settlement section and that 
proprietary traders should not handle 
customer business."" 


There seems to have been little cn 
operation between the Singapore. Tokyo 
and Osaka exchange*, or between national 
regulators such as the Bank of England and 
the monetary authority of Singapore. Yet the 
increasing globalisation of the financial 
markets points to the need for such 
international co-operation. One can expect 
rival exchanges Hot to share information. 
But government financial regulator* should 
in principle be more open to exchange 
information. 

But increasing globalisation and the 'end- 
of-geography’ challenge makes regulation 
of derivatives markets problematic This is 
because a financial product (e g. futures 
contract) can be traded in several location* 
which make* demarcation of regulatory 
responsibility difficult. O'Brien (1992) raises 
the question whether “afutures product based 
on a market index is a slock product (to be 
regulated by the stock market regulator) or 
a futures product (to be regulated by a futures 
regulator)" (p24).'*Whik they are both, the 
problems of rivalry between the stock market 
regulators and futures regulators make 
identification and location of responsibility 
very difficult. 

Apart from efficiency, non economic 
mechanisms need also to be put m place to 
ensure checks and balances. The Barings 
story clearly indicates that such balances are 
not automatic in imperfectly functioning 
markets. Two suen non-economic 
mechanisms or criteria of evaluation noted 
by Wolf (19901 are: (a) participation and (b) 
accountability. Participation is defined as 
"the degree to which people who are 
affected... by agiven choice between markets 
and governments, participate in tbc planning 
and implementation of the choice" whereas 
accountability is defined in terms of "the 
degree to which the outcome of a market 
or non-market choice is subject to a rigorous 
process of evaluation and postaudit 
concerning its effectiveness and 
acceptability" (p 12K1. In the market case, 
consumer choice, purchasing power, 
marketing and advertising, etc. determine 
participation and accountability. whereas m 
the non-market context, it is the people's 
' voice and votes’ that influence tbe.se criteria. 

Docs this analysis apply to the case of 
hanking represented by Barings? In this 
case, the consumers, the clients and 
depositors, had even less information about 
Leeson's trading activities than the 
managcmeof ol flmugs Thu* their 
regulatory infmet m* minimal in tbc 
absence of MMbuatcJpf<'>nnation It is 
questionable whether4tc voice and vole** 
of a targe number of clients and depositors 
can ensure accountability In the Barings 
case, the board of directors who acted on 
behalf of the depositors failed to impose the 
accountability criterion. Yet in other 
situation*, consumer* arc in a position to 
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exercise checks and balance*. Wolf cite* the 
esse of Coca Cola Company to show the 
relevance of ‘voice and votes’ process to the 
market cue. In 1985, the company introduced 
a sweeter beverage to which an important 
segment of customer* reacted negatively. 
The company'* top management had to 
backtrack and.change it* strategy. 

(4) Big Incentives for Risk Taking 

Public sector enterprises areoften criticised 
for lack of adequate incentives and rewards 
system which lead* to inefficiency and losses. 
Market enterprises arc said to perform 
efficiently because of a better incentives 
structure. Thecollapscof Barings Bank seems 
to suggest that unduly big incentives may 
also cany a very high price. 

Very big incentives to traders in the form 
of lavish bonuses encourages them to rake 
greater and greater risks to make more and 
more money. The salary system is also such 
that it offers incentives to gamble wildly 
with other people's money. The salary and 
bonus system breeds a vicious circle in which 
incentives encourage greed which in turn 
leads to reckless risk taking. 

Clearly the big incentives are meant to 
compensate for high risk taking and for 
scarce expertise of the risk taker. The question 
is not whether these incentives are bad but 
in many cases, whether they arc excessive. 
The dilemma lies in where to draws the line. 
Regulations, implementation of banking 
practices and control of traders and stock 
exchanges are the means to ensure that the 
extraordinary incentive system does not lead 
to recklessness and chaos. 

Some rules of the game are clearly needed 
to prevent gambling from getting out of 
band and in turn to prevent financial 
markets, both national and global, from 
being destabilised. 

Lessons h* Fitihe 

One clcar-Cut lesson to be learnt from the 
Barings debacle is that proper rules of the 
game and checks and balances arc needed 
to regulate and oversee risky ventures in 
financial markets. This is essential because 
a failure of a large financial institution 
(especially when it is large) could trigger a 
chain reaction. Although this did not 
happen aftertbe collapse of Barings, itoould 
have occurred if a much bigger bank had 
been involved. Repercussions from a chain 
reaction are no longer likely to be confined 
to national boundaries . Thus, while internal 
rules and procedure* are necessary, they 
are not sufficient. With the increasing 
globalisation of financial markets, inter¬ 
national regulators are also essentia). 

One important lesson to be learnt from the 
Barings collapse is thatjntcrnal rules and 
regulation* need to be better enforced. These 
roles need to apply not only to the internal 
functioning of the banks, but also to the 


stock exchanges. Over time, the hanking 
industry ha* evolved from narrow banking 
of lending money in traditional areas to 
securities, derivatives and other non-spot 
markets. 

A second lesson to be drawn is that moral 
hazards are growing in the domain of the 
financial markets. The collapse of Barings 
is only one of a number of similar cases 
during the past few years (e g, the collapse 
of the Bank of Credit and Commerce 
International (BCC1)), the failure of the 
German bank Bankhaus Hertstatt, the stock 
market crashes of 1987 and 1989 and the 
current crisis with the Credit Lyonnais of 
France). What explains these collapses? Is 
it that consumer behaviour a la Wol f im pose* 
less and less of a check on hanking practices? 
Depositors’ risks are covered by deposit 
insurance which perhaps reduces their 
incentive to monitor banks. 

A third lesson is that greater international 
co-operation is necessary between different 
regulators in the financial system. In the case 
of the Barings' collapse, the regulators in 
Japan, Singapore and the UK seem to have 
been ineffective and non-co-opcrative. The 
exchanges in Singapore and Osaka' also did 
not exchange information because they were 
competitive. Some minimum international 
rules of the game arc needed for these 
regulators. Can the Bank of International 
Settlements (BIS) provide such rules? The 
B IS has already set capital adequacy targets 
which have been accepted by the Group of 
Ten countries. Cansimilarrulcsof the game 
be developed forregulating the stock markets 
and the derivatives business? 

The Barings story suggests that the fault 
lies not so much with the fins ncial 
instruments such as derivatives as with the 
lack of' internal as well as international 


supervision «»deo*RroL Atlbenstionanevei, 
governments end regulatory financial 
institutions need to ensure a check on toe 
fragility of the financial markets. 
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People’s Struggle against DuPont in Goa 

Gary Cohen 
Sidutt Saraagi 

The people’s struggle against the DuPont Nylon 6,6 plant in Goa, so 
far successful, is remarkable for many reasons, not the least being its 
grass roots nature combined with its extensive information base on 
DuPont aid die chemicals which are to be manufactured and used at 
the plant. 


FOR seven years, DuPont has tried to build 
a synthetic nylon 6,6 factory in Goa. India's 
smallest state, to capture the boomingmarket 
in automobile tyres. To overcome India's 
longstanding prohibition against foreign 
companies being majority owners in Indian 
businesses, DuPont took on Thapar, a 
prominent industrial company, as its Indian 
partner. In 1985. the new partnership. Thapar- 
DuPont (TDL), identified the village ofKcri 
30 miles from the state capital of Panjim, as 
the site for its future nylon factory. The state 
economic development corporation agreed 
to use its authority under the national Land 
Acquisition Act to take the land from the 
local co-operative, then lease it back to TDL 
I'oranominalrate inexchange fora minority 
share (11 percent) in the project. The stale's 
participation also guaranteed the company 
discount rates for water and electricity 
hookups. 

Over the next several years TDL managed 
to build a road to a bulldozed plateau, where 
they constructed several administrative 
buildings, dug bore wells for water and put 
up a huge billboard at the front gate that 
greeted the occasional visitor: ‘Thapar - 
DuPont: We Bring Good Thing to Life’. For 
many years local opposition to the factory 
was muted, principally because TDL cl aimed 
its production process was pollution free. 
TDL spokesperson Rita Heckrottc went so 
far as to say that “making nylon 6.6 is like 
halting a cake. Here is the flour and there 
arc the eggs”. To bolster its claims. DuPont 
took out a full page ad in a Goan newspaper 
in which TDL president Eugene Kreuzherger 
reiterated the company's environmental 
policy, "we will not handle, use. selL transport, 
or dispose of a product, unless we can do 
in an environmentally sound manner ". 

Local activists, organised under the Anit- 
Nyloo 6,6 Citizen’s Committee, remained 
sceptical of DuPont's claims. With 
information collected from US-based 
environmental groups, the community pieced 
together a very different pi ctureof the DuPont 
company. According to a Friends of the 
Earth report entitled ‘Hold the Applause’, 
DuPont was the most polluting company in 
the US in 1989. While DuPont was the ninth 
largest US corporation, it produced marc 
pollution than Fortune magazine's other top 


ten. Additionally, information from the 
National Tox ics Campaign documented how 
DuPont continued to produce chloro¬ 
fluorocarbon*, which destroy the ozone layer, 
and leaded gasoline, which causes brain 
damage in children, long after research 
showed the destructive effects of those 
chemicals. 

Die final straw came at a public meeting 
in October 1994 attended by company 
officials and elected members of the five 
local panchayats (village councils) from 
villages surrounding the factory. Under 
intense questioning by Anil Desai. a local 
born cancer specialist living in Lodon. TDL 
for the first time admitted that its factory 
would cause pollution. Local opponents 
presented documents that showed that adipic 
acid and hexamethylene diamine (HMDA), 
the primary chemicals used in the nylon 6.6 
process, were classified as hazardous 
substances by the US government. The 
panchayats also raised the objection (hat the 
2.50.000 litFes of water required daily to run 
the factory would drastically lower the water 
table and make local agriculture impossible. 

Shortly after this meeting, all five 
panchayats voted to reject the proposed 
factory. Popular opposition also intensified. 
Villagers complained to the panchayats that 
they could not honour their ancestors since 
TDL controlled the land where the local 
cremation ground had been located for 
generations. After issuing an ultimatum to 
the government to tear down an illegal boun¬ 
dary wall that TDL had constructed, local 
people took matters into their own hands. On 
Dusschra eve. hundreds of viilagcrsmarcbcd 
to the site, bearing sticks and torches. Within 
two hours, they completely dcmo-lishcd the 
boundary wall, torched the guard shed and 
ripped up the tarmac road leading to (he 
factory. Excavators, bulldozers and other 
coolfeuction equipment were also disabled. 

The government response was swift and 
severe. The police jailed the entire leadership 
of the anti-Nylon 6,6 movement under the 
Terrorist and Disruptive Activities Act 
(TADA). The court disallowed this use of 
TADA, which is meant to imprison people 
threatening the security of the Indian state. 
But by now the battle lines were clearly 
town. 


By November 1994 the atmosphere in the 
sleepy jungle highland area had taken on a 
cold war-like tension. Police vans parked 
along the narrow roads leading into ICsri and 
Savoi-Verem villages. TDL hired more than 
75 security guards to camp out at the factory 
site. Meanwhile, local village men guarded 
the entrance roads to the site and monitored 
any outsiders coming to the area. Villagers 
also instituted a total boycoU of the project. 
Shops refused to sell any food or supplies 
to anyone working at the factory When one 
of the locals took a job with TDL as a public 
relations officer, bis family was completely 
shunned by the villagers. His wife soon 
forced him to resign. 

The opposition movement was also aided 
by several key allies. The Goa Foundation, 
an environmental organisation led by Claude 
Alvares, filed a writ in the Goan High Court, 
challenging TDL for violation of several 
national and state laws. Punt, the writ alleged, 
the government violated the Land Acquisition 
Act because land purchased under this law 
can only be used for public purposes and 
cannot be “abused to acquire land for a 
company". Once illegally purchased, TDL 
failed to gel necessary legal clearances under 
various environmental and industrial siting 
laws. Additionally, the writ argues, TDL 
withheld vital information regarding the 
impacts of two hazardous chemicals to be 
used at the site. 

Finally, the Goa Foundation obtained an 
electronic mail message from DuPont to 
Goan project manager Sam Singh, in which 
DuPont acknowledged (hat Ac company had 
not considered and taken appropriate 
measures regarding four critical areas of 
pollution control: groundwater protection, 
waste water treatment, solid waste recycling 
and air pollution control The E-mail memo, 
dated October 13. 1994 (a full nine years 
after the project application) also raised tbe 
question as to who would pay the S 1.00.000 
consulting fee needed to design these 
pollution control systems. Despite the strong 
merits ot the case (which has yet to be beard). 
Alvares warned the villagers that reliance on 
a legal strategy could demobilise thepopulw 
movement 

On January 18. protesters held a500person 
rally in ffontof the Goan legislative assembly 
and demanded that the project be scrapped. 
At the rally, they accused both prime minister 
Narasimha Rao and Goa chief minister 
PraUpsing Rane of being public relation! 
agents for American multinationals like 
DuPont Two days later, three leaden at the 
Anti-Nylon 6,6 Committee, including it*co¬ 
ordinator Datlarani Desai. were arrested by 
Goan superintendent of police S K Gautam. 
According to Desai. the three were taken to 
the Pnnda police station, where they were 
stripped, handcuffed and beaten Addi¬ 
tionally. they were forced to fill in trenches 
that had been dug in tbe road by local factory 
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opponents. When newt of (be arrests 
circulated through the surrounding villages, 
1,200people coo verged on the police station 
and forced the police to release the activists. 
No charges were brought against them. 

The arrests served mainly to further ignite 
the already tense situation. Two days later 
500 protesters disrupted a health camp 
presided over by Goa chief minister Rane 
and union ministerof state for chemicals and 
fertiliser! Eduardo Faletro. The activists 
forced a meeting with the officials, where 
they demanded punitive action against the 
offending police and immediatecanccllation 
of the nylon project. Activists demanded a 
response within three days. The stage was 
set for a decisive confrontation, which came 
48 hours later. 

On the morning of January 23. a busload 
of American experts from DuPont 
accompanied by three police jeeps, were met 
by 70 protesters, mostly women and children 
sitting on the road leading to the factory. 
When the women refused to let the bus pass, 
police advised the Americans to return to the 
state capital. Backin Panjim, DuPontofficialx 
met with chief minister Rane and demanded 
that more aggressive action be taken against 
the activists. By 4.30 pm. two busloads of 
police returned to the scene. According to 
eyewitnesses, the police opened fire without 
issuing a warning to disperse. Nilesb Naik. 
aged 25 was shot in the chest while others 
received minor injuries. The villagers 
retaliated by burning one police bus and 
three jeeps. Naik died soon after admission 
into a nearby hospital. 

In response to the police action, the 
oppositionmovement called a complete strike 
in the nearby city of Ponda. The next day 
an angry crowd gathered outside the TDL 
office there. Forcing their way inside, they 
emptied the office contents on the pavement 
Hundreds offites.cotnputcrs, fax machines, 
three pistols and a suitcase stuffed with over 
Rs 2,00,000 were set on fire. The protesters 
also burned a TDL jeep and a fire engine 
that arrived to put out the fire. Following the 
police filing, the government issued an order 
under Section 144 of the criminal code 
banning the assembly of more than four 
citizens for any reason. The protesters, 
however, informed the police that only the 
police would be prevented from gathering 
in public places. The police were advised to 
kick their station gates and spend the rest of 
the day inside, which they did. From mid¬ 
morning onward, the city of Ponda. as well 
as the main roads leading to the southern city 
of Margao. were controlled by the anti-nylon 
protesters. There were no reports of personal 
violence nor any vandalism of shops. 

On the following morning, the body of 
Nilcsh Naik was brought to tire Ponda bus 
station where a crowd of400pcopl c gathered 
to escort his body to his village, Savoi Venem, 
and then onto the factory rite, where the body 


wss to be cremated. The body was displayed 
in an open van and garlanded with flowers. 
For two hours the funeral snaked along the 
coconut shaded roads, passing school 
children and villagers who lined up roads to 
pay their final respects to the fallen activist. 
By 1 ate afternoon the procession bad swelled 
to over 4,000 people, who converged on the 
deserted factory site, known locally as 
Bhootkambfthe plaoe of spirits). Leaders of 
tbe Anti-Nylon 6,6Committee had negotiated 
the previous night with TDL's security force 
to vacate the factory premises. They were 
wanted that their presence would provoke 
violence after the funeral. So by late night 
movement leaders safety escorted the security 
force from the site. Many prominent Goans 
spoke at the funeral service, standing on a 
platform made from the dismantled factory 
signboard. Naik was praised as the first m artyr 
of the Goan environmental movement. The 
plateau was renamed in his honour. Before 
Naik's pyre was lit, a large explosion went 
off at the factory rite and a huge pillow of 
smoke was seen coming from the TDL 
administrative complex. 

Company officals were stunned by the 
sudden turn ofevent*. After several meetings 
with both Thapar and DuPont officials, the 
government remained largely silent on the 
fate of the nylon plant. Goa chief minister 
Rane, who had cleared many administrative 
hurdles for the company, complained that 
opponents of the factoiy "were against the 
development of Goa". 

Symbolic Value 

The proposed chemical plant has assumed 
strong symbolic value now that the Indian 
market has opened up to foreign investment 
under GATT and new liberalisation laws. 
India, one of the most protected Axian markets 
over the last 50 years, has seen an explosion 
in foreign investment recently, from $ 67 
million in 1990 to $ 1.2 billion in 1993. 
Power plants, petrochemical refineries and 
food processing factories, all of them massi¬ 
vely polluting, account for more than half 
of this investment. A rejection of this chemical 
project the larges t single investment in Goa's 
history, could signal a more fundamental 
rejection of the corporate-dominated, export- 
oriented industrialisation being promoted by 
the ruling Congress party in Delhi. 

This symbolism has not £ecn lost on the 
largely illiterate and barefoot army of the 
anti-nylon opposition. On December 19, the 
anniversary of Goan independence from the 
Portuguese in 1961, the anti-nylon activists 
hoisted the Indian flag in front of the factoiy 
entrance gate. They repdhted the exercise on 
Republic Day, the day after Naik's funeral. 
The committee's coordinator, Desai, said 
that the struggle against DuPont should be 
seen in (he Ivger context of the independence 
struggle against the recolooisatipn of India 
by mukinatkxval corporations. 


Thapar DuPont officials have repeatedly 
said their project will be beneficial -to the 
Goan economy They point to the 650 fuO 
time jobs their factoiy will create. After the 
January uprising, they promised that 10 per 
cent of these jobs wciiM he reserved for 
Goans. But even on ocooomic grounds, the 
opposition movement has raised strong 
objections. Kalanand Manj, director of the 
Peaceful Society, aOoan rural development 
organisation, argues that with an investment 
of Rs 650 crore, each job will be created at 
a cost of $ 3,33,000. The Peaceful Society 
has helped the project-hit area develop an 
alternative economic plan that will enhance 
the horticultural and grazing activities already 
going on while potentially creating 4,500 
jobs at a fraction of the investment costs. 

In acountry where party politics can capture 
almost any issue, the anti-nylon movement 
has been remarkably non-partisan. Ita 
membership includes people from every 
political party as well asCatholicsandHindus. 
the two principal religious groups in the 
state. Since the killing of N aik, however, the 
major power players in Goa have gravitated 
toward the struggle. The Catholic Church 
came out against the factoiy, while the 
Bharatiya Janata Party (BJP). the main 
opposition party to the luting Congress party 
in India, has thrown its full support into the 
anti-nylon campaign. In February, the BJP 
organised a 15-day awareness programme 
throughoutGoathat included village meetings 
and seminars to educate people about the 
environment and win party converts. 

Another important context to thix struggle • 
is the spectre of the Bhopal disaster, whose 
10th anniversary was recently commemorated 
with massive rallies and demonstrations in 
Bhopal, as well as extensive press coverage 
throughout India. Even after lOycars. there 
arc hundreds of thousandsof death and injury 
claims still pending in the compensation 
courts while a non-bailable arrest warrant 
bangs over the head of former Union 
Carbide CEO Warren Anderson. Both sides 
in this struggle have taken important lessons 
to heart from Bhopal. DuPont is keen u> 
avoid the bad publicity and liability problems 
that UmonCarbidc faced. Therefore. DuPont 
has written into its contract with TDL a 
limi tation of liability clause (bat cxem pis the 
US-based parent company in the event of a 
chemical accident or pollution problem. For 
the anti-nylon movement, they know that 
their leverage and power will last as long 
they prevent the factory from being built 

By February 1995 TDL had begun 
negotiations with the Indian State of 
Karnataka to shift its nylon 6.6 factory out 
of Goa. The Karnataka government is eager 
not to repeal the recent traumatic events tbsi 
shook its northern neighbour. Recently 
industries minister R V Deshpande said ir 
an interview, “we will not tolerate aGoa-typ 
agitation against TDL in Karnataka" 




Economic and Political Weekly April l, FW 



Aligarh Riots: Unplanned Outburst 

Asghar A8 Engheeer 


Unlike earlier communal riots in Aligarh, the February violence was a 
spontaneous outburst It was neither a propaganda offensive nor was it 
planned by Hindutva forces. 


AFTER the comparative loll on the 
communal front a series of riots broke oat 
recently. Moradabad in February witnessed 
a communal outburst claiming more than 
five lives. It was followed by Aligarh where 
eight people died in police firing and 
stabbing*. Agra witnessed a riot even as 
Aligarh calmed down. In Hubli the Holi 
procession was stoned and violence erupted 
resulting in a few casualties. 

There is no doubt that after demolition of 
Babri masjid there has been a qualitative 
change in commtmal situation. The 
demolition will no doubtbe treated, by future 
historians, as- a watershed, as far as the 
communalsituation is considered for various 
reasons. Firstly, the B JP lost the symbol of 
hatred which was (Jut to effective use by it 
for a couple of yean to increase its electoral 
appeal and widen its narrow political base 
from urban petty bourgeoisie to rural 
peasantry. Secondly, the demolition had 
much more adverse impact on Indian 
population than anticipated by the BJP 
bigwigs. Such a dastardly act did not meet 
with the approval of die general Indian 
populace except some fanatics. Thirdly, it 
lost power in the three states in the cow-belt 
and above all in UP in the 1993 elections. 
It was a great set-back to it* mandir policy. 
Fourthly, the propaganda orientation of 
electoral campaigns changed after Scshan, 
the chief election commissioner, began to 
rigorously enforce the provisions of The 
People's Representation Act. Thus in the 
elections in Andhra Pradesh, Karnataka and 
later in Maharashtra, Gujarat, Orissa and 
Bihar, political parties were made to follow 
a strict code of conduct and a* required by 
the People’s Representation Act no political 
party could use communal or casteist 
propaganda. Except in Gujarat where the 
banned VHP was employed under other 
names to use Hindutva hype, nowhere else, 
not even in Maharashtra, although the Shiv 
Scna,a militant Hindu organisation was pan 
of the BJP-Shiv Sena alliance, was such 
, propaganda retorted to. Only secular issues 
f were raised in all these election campaigns. 
I It is also worth noting that wherever a secular 
r alternative was available, tbe people i gnored 
it the BJP. For example in AP. Kamataks and 
t. Orissa'theBiP was ignored by the electorate, 
n However, inGujmai and Maharashtra, there 
k bring no secular alternative tbe voters had 
no choke but tovote for BJPand Shiv Sena. 
It is not a victory of these forces bin lack 


of unity among various secular parties. It 
is for these parties, sped ally in Maharashtra, 
to do serious introspection in tbe matter and 
avoid splitting secular vote in future. 

Thus the series of riots in tbe last two 
months is certainly not a result of either 
propaganda offensive or planning by tbe 
Hindutva forces. But they are rather a result 
of tbe spontaneous outburst of violence on 
tbe part of people of these towns. As far as 
Aligarh is concerned one can surmise, in the 
absence of field data, that these riots too 
were by and large, unplanned. Tbe unplanned 
nature of these riots can be explained in the 
light of the fact that tbe sustained communal 
propaganda at very high pitch for close to 
a decade, has created a deep chasm between 
the majority and minority communities and 
any trivial incident can also lead to serious 
communal incidents. Tbe suspicion between 
the two communities (Hindus and Muslims) 
is very deep indeed as die Held investigation 
in Aligarh also shows. 

Aligarh, a university town in UP and a 
centre of lock manufacturing, is on tbe map 
of communally hyper-sensitive area. A aeries 
of major communal riots have taken place 
in this town before and after independence. 
In the post-independence period major 
communal riots occurred in March 1950, 
September 1956, September 1961, 1971, 
October 197*. May 1979, May-June 1980 
and December 1990. There are mainly two 
factor* which have made Aligarh so 
communally hyper-sensitive: (1) presence 
of Aligarh Muslim University and (2) lock 
industry. In fact Aligarh is divided by a 
railway line into two parts. On one side is 
the Civil Line area and tbe AMU and on tbe 
other, the town as such. Unfortunately the 
physical division has also become a mental 
division between Hindus and Muslims. A 
section of Hindus looks upon tbe AMU as 
tbe centre of Muslim communalism and 
entertains all sorts of suspicions against it. 
These fears and suspicions are more 
imaginary than real but nevertheless they 
exist The Aligarh Muslim University has 
been set up under the central act and is a 
residential university. It is also thought to 
be symbolising the. Muslim ethos and 
identity. The Hindna of Ahgsrh town resent 
this and want tbe local colleges like Dharm* 
Samaj College and Yarshncy College to be 
affiliated to the university which Mu sl ima 
think srill destroy its residential and Muslim 
character Thm there t hi ng s baveex a cer b ated 


communal tensions in Aligarh. Secondly, 
there is always a keen competition between 
tbe two communities and between tbe small 
lock manufacturers and bigger ones. 
Occasionally lend disputes loo, in view of 
soaring prices, become a substantive cense. 
Tbe face of tbe lock industry is changing 
fast in view of technology. Tbe new pin and 
cylinder technology has dealt a great blow 
to tbe conventional lever type of locks. Tbe 
small manufacturers, mainly tbe Muslims, 
have greatly suffered on account of tbit 
changing technology and tbe volume of Ibear 
business bat drastically declined over the 
last decade. 

Aligarh is another example of chaotic and 
unplanned urban growth in India. Though 
Aligarh has acquired world fame it is an 
ill-kept and unplanned town with meandering 
narrow lanes and bye-lanes. Tbe population 
is increasing and civic services breaking 
down. Also, increased communal 
polarisation in the last decade has also 
intensified tbe tendency for gbettoisation. 
More and more Muslims and Hindus want 
to migrate to their respective localities. 
Wherever, members of one or the other 
community are left m the sea of members 
of other community, riots help to throw them 
out and force them to migrate to their‘own 
area'. Similar complaints were beard during 
investigation of this riot also. 

Aligarh is a district town. The population 
of Aligarh district is 32,96,758 and of 
Aligarh town 4.79.916 (according to 1991 
census figures) resides in an area of 
50.19 sq km. Tbe town spreads over 3430 
sq km. The sex ratio in tbe district is 844 
while within town it is more favourable, i 
c, 865. The literacy rate in Ibc town is48.74; 
and a work force of 25 per cent Muslims 
constitutes 35 percent of the population of 
the town and 14 per cent that of tbe district. 
It has been observed elsewhere that if the 
Muslim population is higher, tbe chances of 
communal tension aiso increases as it 
found in tbe nearby districts of Meant. 
Moradabad and Kanpur 

It will be interesting to hriefly look althc 
causes of some of tbe earlier riots as rt helps 

The riot of 1950in tbe town area started with 
tbe throwing of colour by Hindus on some 
Muslims during (he Holi cckbratkms and 
tbe day happened to be a Friday. While hi 
1956 the riot brake out over dm publication 
of a book by the Bbartiya Vidya Bbavan 
allegedly containing a few d is r esp ec t ful 
remarks agate tbe Prophet. The Muslims 
protected against We book and tbe Hindus 
retaliated rewriting in tbe riou The riot of 
September 1961 wee provoked by wild 
t um o u r* that followed an alleged attack on 
a Hindu student in one of Hu university 
borteh, while die riou in 1971 were the 
conwqiwrr nf in t|iw>0i dmamfinglhH 
the university be declared a Muslim 
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university. This agitation started a violent 
reaction in the town culminating in communal 
violence. The 1978 rio'.s started with the 
fight between two wrestlers one Hindu and 
the other Muslim. The riots broke out when 
the funeral procession of Bbora Pehalwan 
was stoned by anti-social elements. This was 
also a major riot 

In May 1979 communal tension reupted 
when Aligarh Muslim University students 
organised a rally at the Boat Club in Delhi 
todemandiestoFatioaof theMuslim character 
of the university at Aligarh and some of the 
RSS elements attacked some students at 
Dadri station who were going by train to 
Delhi for taking part in the rally. The 
repercussions of this attack were seen in the 
Civil Line area. Interestingly in these riots 
the traditional centre of communal violence, 
i e, the town area remained peaceful while 
the AMU and the area around it saw four 
killings accompanied by looting and burn ing 
of shops. The 1990 riots were of course the 
result.of high pitched Hindutva propaganda 
forRantjanambboamimandir and the firing 
at Ayodhya to protect Bahri masj id in which 
a few Hindus were killed. The immediate 
cause was a clash between the PAC and 
some Muslims coming out of the mosque 
on Friday. 

While most of the carl ier riots were planned 
the present riot which began on March 10. 
1995 seemed to be unplanned and was the 
result of a scuffle between a Hindu and a 
Muslim trader in the Malar Gate area which 
happens to be near the Sultan Sarai locality. 
This locality is near the Aligarh-Agra road 
which is very busy and commercially an 
important one. This is predominantly a Hindu 
area with a few (about 40-50) Muslim 
families. There are some wool merchants in 
this area belonging to the minority 
community. Muslims from Sultan Sarai 
area told this investigator that as land is very 
expensive in this area and few Muslims have 
been living here, communal riots are 
engineered to force them to sell their 
properties and go away. A Muslim 
businessman even said that he receives letters 
to this effect. 

It was initially rumoured that the riot 
began as some miscreants teased a woman 
in the Sarai Sultan area. However, an 
intensive investigation and interviews with 
numerous people in the area who were likely 
witnesses to the incident did not yield much 
information. No eyewitness was found to 
this incident but unfortunately, (his was the 
common rumour. Some Muslims pointed 
out to us that the dispute was not related to 
eve-teasing but toatrivialiocidentafquarrel 
between some young Muslim boys drinking 
tea at the Mahendra tea stall and a wool 
merchant on whose wool a tack they rested 
their hand. The Mahendra toq stall owner is 
a witness to this quarrel but subsequent 
inamry with the owner did not bear this out 


either. Mahendra told us that be was not 
witness to sny such quarrel as be bad gone 
to a nearby bank to supply tea. When he 
came back he saw a crowd pelting stones 
and after a few minutes the firing started. 

Mahcshwari who runs a dispensary - the 
spot where the trouble began - also said that 
he had not seen any one teasing a woman 
But that it is likely that a woman patient 
going out of his dispensary might have been 
so teased. Also no woman complained to' 
him about it. Mabeahwari’a car parked 
outside was also badly damaged. 

There was yet another version which seems 
to be more likely. It is said that some women 
came to buy wool and they were proceeding 
towards a Muslim shop but a Hindu 
shopkeeper Pavan tried to woo the women 
customers and an argument started between 
him and the Muslim shopkeeper and this 
perhaps led to the outburst of communal 
violence. As women customers were 
involved it was rumoured that it was a case 
of eve-teasing. What is surprising is that 
such a trivial incident led to such a major 
outburst of communal violence. It clearly 
shows that the chasm between Hindus and 
Muslims has widened a great deal due to 
intense communal nation in last more than 
a decade. 

It is said that as soon as the trouble began 
between the Hindu shopkeeper and some 
Muslims soon a big crowd from both the 


aidregathcirelaaditMrtMtottat ref htowI ^ ^ 
And, what is more shocking it that it did 
not stop with stone throwing. Private fire¬ 
arms were used from both the sides aa well 
indicating that illegal arms are ttAckcd by 
Hindus aaweUasMualims. Also,in growing 
urban areas anti-social elements intensify 
their activities and stockpile illegal aims. 
Two policemen were also injured in this 
melee and it is said that police also fired. 
Two Hindu youth were killed in these 
incidents butit is very difficult toaay whether 
they were killed in police firing or to private 
firing. Tbereis no douht that the police force 
was quite inadequate and it could not control 
the situation. 

It was also alleged that the police 
deliberately remained inactive and allowed 
the trouble to spread. It was also maintained 
by almost all to whom we spoke that this 
riot was not planned nor was it provoked 
by the BJP. The trading community was also 
wary for fear of losing business worth several 
lakhs of rupees on the eve of Holi and thus 
did not co-opcratc with communal elements. 
It seems true that the police did not act 
firmly, at the beginning of the trouble but 
that was more probably due to inadequate 
police force. We were also informed that 
station officer Surest) Pa war tried to control 
the rioting sincerely but could not and was 
suspended. It was also alleged by some 
interviewees that though there are four police 
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iaoUtonlift near Malar Oate took 
place (found 12-45 noon and aoou near 
D S College a foul fell ofMusiim ‘baratis’ 
(marriage party) proceeding toward* 
Lucknow was attacked by Home youth who 
werecasyingboo rods and chain* and whose 
identity wa* not established till the time of 
investigation. Some aaidrtbey were anti- 
eocial element* and their real intention wa* 
to loot the marriage party. But other* 
maintained that they happened to be student* 
of 0 S College and their motive wa* 
communal. The new DM (the old one wa* 
transferred immediately after outburst of 
communal violence)Kunwar Fateh Bahadur 
Singh thought they were likely to have been 
student* of D S College. Four of the attacker* 
were arrested at the time of inquiry and the 
police wa* interrogating them. 

If the attackers of the marriage party had 
succeeded in their design it would have been 
a grim tragedy. But Mithilesh Yadav, wife 
of advocate Surendra Yadav showed 
exemplary courage and saved their lives. 
She was returning from the market and some 
distance away from her home she heard the 
cries of women from the bux. She ruxhed 
towards it and repelled the attacker* single- 
handedly. The bus wax considerably damaged 
in the fury of attack. But for the alertness 
of Yadav and her son the bus would have 
been set ablaze. She took all the baratis 
safely to her home and kept them with her 
for the day and one night until the police 
made arrangements to transport the marriage 
party to Lucknow. But unfortunately when 
Yadav was busy saving the marriage party, 
the bridegroom's brother Mobommad Z.uhur 
tried to escape to safety from the attackers 
but was hit with a rod on his head and died 
later. When I met Mithilesh Yadav the 
bridegroom Abdul Majid was silling with 
her. He had come to thank her from Lucknow. 
He himself narrated the whole incident along 
withMithilcsh.Then began various stabbing 
incidents in which about five more persons 
were killed including one Muslim couple 
who wa* stabbed on March 11 One Dinesh 
Kumar was stabbed by a Muslim called 
Khurram who was under arrest. 

Most of the victim* were dragged away 
and stabbed. Those stabbed included both 
Hindu* a* well a* Muslims. Most of them 
were innocent victim* and had nothing to 
do with any dispute or quarrel. According 
to the district magistrate Kunwar Fateh 
Bahadur Singh the total death* were eight 
until March 24, In all 30k people were 
arrested of which 219 were Hindus and H9 
Muslims. Of the 19injurcd. 17wcre Hindus 
and two Muslims. The next of kin of the 
deceased was given R* one lakh and the 
injured R* 15.000. 

TheUPgovemtnant led by Mulayam Singh 
has decided to transfer the DM and the SSP 
if they fail to control the riot* in tbeir 


SSP of AhgaihQmgadie Yadav andBijeodra 
Singh, reapectiveiy. were instantly 
transferred under this policy of the Yadav 
government. However, every one I talked 
to maintained that they were certainly not 
communal, both were secular in outlook but 
could not control the situation and paid for 
it Some people were really sorry for them. 
It is true that both the DM and the SSP were 
secular but lack of efficiency also has to be 
punished. After the West Bengal and Bihar 
governments. Mulayam Singh Yadav's 
government has implemented the long¬ 
standing demand that the DM and SSP should 
be transferred or suspended if they fail to 
control the riots within 24 hours of their 
breaking out. I think the government should 
firmly stick to this policy. It will send a stem 
message to the district administration. The 
new DM. Kunwar Fateh Bahadur Singh, 
was also reported to be secular in outlook. 
No incidents were reported after he took 
over along with the new SSP. When I asked 
why the police did not act in time to control 
the situation (he DM said (hat if (he police 
uses force then also it is criticised and when 
itdoes not. even then it is criticised. However, 
it was a fact that though the police did not 
swing into action in time Ur control the 


from committing excestea on innocent 
citizens. A number of innocent people like 
a 15 year-old boy Abdus S altar and noted 
social workers Dr Haziq and Hanif Barber 
were anested and also beaten up. One W arris 
aged 18-20 who was loading a tempo was 
very badly beaten up and arrested under 
Section 302. He was reportedly totally 
innocent and had nothing to do with the 
disturbances. 

The important lesson to be drawn from 
the recent riots at Aligarh, Moradabad and 
Agra is that communal propaganda has a 
long term fall-out. Ail these riots seem to 
be unplanned and unprovoked by any 
political party and both in Moradabad and 
Aligarh petty disputes about business or 
property ted to serious outbreak of communal 
violence. It is. therefore, necessary to 
intensify secular propaganda and efforts to 
spread communal harmony in order to avoid 
the pos* ibility of such skirmishes taking the 
serious form of communal violence. 

(This invest!g*iun was earned out on behalf of 
Centre for Study of Society and Secularism. I am 
grateful lo Singh of D S College and Dildar Khan 
for accompanying me and providing useful 
information about the nor.) 
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Kurds in TUrkey 
Fighting for Survival 

Meeaa Moon 

Such is the extent of repression and human rights violation on die 
Kurds by the Turkish state that the Kurds’ struggle for national 
liberation today is also a desperate struggle for survival 


IN Much 1985, Turkey has launched a fresh 
offensive against the bases of the Kurdistan 
Workers Party (PKK) which is leading an 
armed straggle for a Kurdish homeland in 
the mountains of southeast TUrkey. This 
time 35,000 (according to official figures, 
actually it is probably more) Turkish troops 
entered Iraqi territory in order to make the 
biggest offensive yet against the Kurds. The 
US has openly supported the action, saying 
it had an assurance from prime minister 
Ciller that the offensive would be limited and 
there would be nocivilian casualties, actaim 
disputed by Kurdish sources. 

Kurdistan is an area comprising south-east 
Turkey where they number 20 million and 
constitute 26.4 per cent of the total population. 
Iran - seven million constituting 12.7 per 
cent of the total population. Iraq - four 
million, i e, 21.8 per cent of the total 
population and Syria -1.5 million which is 
12.7 per cent of the total Syrian population. 
Kurdistan is rich in oil: about 10 per cent 
of the total oil resources of the Middle East 
is here. They are mostly Sunni Muslims but 
a large minority are Alawis. a liberal Islamic 
sect, and smaller number of Zorastarians. 
Kurdistan is the beginning of the Middle 
East, a bridge between Asia and the Caucasus 
The Kurds claim a distinct identity and 
language and a history of 3,000 years. They 
trace their origins to the Medcs who defeated 
the Assyrians in 612 BC and founded an 
empire; was in turn defeated by the Persians 
in350BC. Saladin who fought the Crusaders 
was a Kurd and the latter are often referred 
to as Saladin's children. Kurdistan enjoyed 
relative autonomy within the powerful 
Ottoman empire. Ottoman interference in 
Kurdish affairs caused people's uprisings 
aimed at independence from the empire. 
With the rise of the ‘Young Turks’, the 
representatives of the rising Turkish 
bourgeoisie, culminating in the rule of the 
famous Mustafa Kemal Attalurk, a new era 
began for Turkey. Mustafa Kemal stood for 
a militant and aggressive pan-Turkism, a 
concept of ‘one market one people*. The 
Kemaiiat believed in atuperior Turkish race 
in very much the way Hitler believed in the 
Aryan. Iq fact the latter even professed an 
admiration for Kemal. Although history, 
especially its westerrfuitcrprctatiou, endows 
Kemal with a liberal westernised democratic 
image, what the Kemaiiat did to the Kurdish 
and other minorities in the region tike the 
Laz. Circasians, Armenians, etc, was 


according to the Kurds, nothing but a form 
of cultural genocide. A policy of aggressive 
assimilation was indeed adopted. 

The use of the Kurdish language, of the 
word Kurdistan observance of the Newroaoe 
festival were forbidden. Kurds were Tories 
first and foremost and any other identity was 
traitorous. The Kurds revolted against this 
aod ruthless massacres followed; also burning 
of vil lages and executions of the leaden. The 
Kurds assert that Mustafa Kemal cannot be 
considered anti-imperialist, anti-colonial 
when he was himself responsible for this 
colonisation of Kurdistan. 

After the first world war when the Ottoman 
fought on the side of Germany the empire 
started to break up, Kurdistan was occupied 
by different allied forces, the oil rich south 
by the British. some areas by the French. The 
treaty of Sevres in 1920provided for aseparate 
state of Kurdistan but Kemal refused to ratify 
iL The Lausanne Treaty 1923 carved 
Kurdistan into four separate parts - eastern 
Kurdistan went to Iran, southern to Iraq, 
south-west to Syria and middle and north 
west, the largest part comprising 2.50.000 
sq km to Turkey. The Kurds deeply resented 
the arbitrary division of their homeland and 
the forced Turanianism. There were 27 revolts 
between 1920 and 1940. The Turkish stale 
employed what they call tactics of special 
warfare against the Kurds - burnings of 
villages, ruthless massacres, deportation, 
dividing the tribal clans to fight each other. 
Kurdistan was occupied and colonised. 

Towards National Liberation 

It was with the rise of the PKK. whichcalls 
itself a 'modern national liberation 
organisation’, that the Kurdish struggle look 
a new organised form and renewed itself. 
They analysed the reasons for the failure of 
the earlier uprisings as due to its localised 
nature and the backwardness and inadequacy 
of the leadership. The PKK was founded in 
1978 by its present general secretary, the 
charismatic 47-year old Abdullah Ocalan 
(pronounced Ojalan). Son of a poor peasant 
he studied political science at Ankara 
University, and became a Mftist. Along with 
a group of Tuikiah students he founded a 
group which was later to become the PKK. 
The programme of the PKK calls for 
‘independence, democracy and unification 
of Kurdistan', ft says The revolution will 
be two-fold - i e. national and democratic. 


TbenatkaudievohRkmwillerRabtlahpoBlin] 
and military power, the second phase will 
bethedemocraticnrvolutkm.Thcdr u nocra tk : 
revolution will strive to eliminate the social 
contradiction* stemming from the feudal 
times. These contradictions are feudal 
exploitation, tribalism, religious sectarianiam 
and alave-like dependency of women. Paced 
with the violent methods employed by the 
Turkish state, the PKK felt they had no 
alternative but to take op aims. Starting with 
armed propaganda units which developed 
into a guerrilla army, the PKK formally 
launched an mned struggle for the liberation 
ofKurdistan on August 15,1984. The aimed 
wing of the PKK now called the ARGK or 
the Peoples Liberation Army of Kurdistan 
is complemented by a popular mass front 
called the ERNK or the National Liberation 
Front of Kurdistan, which was established 
in 1985 and now has hnneheseven in Europe. 

The PKK's organised militancy, its 
growing popularity and effective ness created 
panic in the Turkish military junta which had 
been ruling since the coup d'etat in 1980. 
At the time of the coup d'etat the PKK had 
not formally launched its armed struggle: 
they were still in the beginning stages so they 
had to go into a tactical retreat The coup 
was followed by a massive wave of repression 
against the Kurds. Tens of thousands were 
arrested, thousands tortured and executed: 
31 PKK cadres were killed in prison, including 
two of the leading people. Turkey still ranks 
fifth in the world in human rights violations. 
In 1982 the PKK began to recall its cadre 
to Kurdistan, uprisings began and spread: 
Newroze, the Kurdish festival which was 
banned, was observed mass participation. In 
1992. elections were held and a coalition 
government of the right wing DYP and the 
Social Democratic the SHP came to (lower 
in Turkey. The mask of democracy did not 
stay kmg.The same year during the Newroze 
festival demonstration, a 100 Kurds were 
massacred. Kurdish villages were bombed. 
All this lead toa stupendous growth in number 
of the ARKG gucnillas and the ranks of the 
PKK. There were now 10.000 guerrillas 
including many women. Today the PKK 
claim a force of 50.000 guerrillas, including 
5.000 women. They are active in northern 
Iraq as well and have the support of the 
Syrian Kurds. In Iraq the PKK works unitedly 
with the local Kurdish organisation the PKK 
led by Talabani. the other party the KDP led 
by Barzani being right wing and inimical to 
the (eft-oriented PKK. They bad established 
relations with the Palestinians. 

The PKK is now waging a war against the 
Turkish state. At the same time they 
continuously demand a political rather than 
a military solution to the problem. They 
called a unilateral ceasefire in March 1993. 
even saying that separation from Turkey 
need not be on the agenda, but demanding 
at least a readiness to accept their Kurdish 
identity. The general secretary called on the 
Turkish government and the international 
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commuiuty to icttfc for the peaceful lolutioc, 
saying, ‘let oa give up thu war’. Although 
the ceaaefire was extended, by Ocalan, the 
Turkuh state refused to respond. Io fact the 
prime minister Turgot Cheat who talked of 
a peaceful solution, was assassinated during 
die ceasefire, killed, claim PKK sources by 
ibe Turkish ‘special forces' or ‘contra 
guerrilla', heavily infiltrated by extreme 
right wing elements. The PKK called off the 
ceasefire and fighting was resumed. The 
guerrilla force then numbering 20 to 25 
thousand, doubled ip the next three years, 
Many areas - called red areas are entirely 
controlled by the PKK, taxes are levied a 
judicial system has been set up - besides the 
military court, there are the people's courts 
and the independence courts. 

The PKK believe that they are not fighting 
for political power as an end in itself. They 
went to charge Kurdish society. They talk 
of the new human being, of women who are 
free, of religious tolerance, modem scientific 
thinking. They consider themselves Marx ist 
Innuufftsbutrejcctarigiddogmatic appnwcfc 
The PKK claim dial the traditional divide 
between the majority Sunnis and the Alawis 
in Kurdistan hax disappeared in (he course 
of the liberation struggle. Women actively 
participate in the struggle and there are women 
who are commandos and in leading pos ilions 
in the party. The PKK talks of a free and 
equal relationship between men and women 
where both men and women have to change 
their attitudes, and are changing with their 
participation in the movement. There is Free 
Womens Movement, an organisation of 
Kurdish women active in Kurdistan and in 
Europe. Their attitude to Islam is different 
from that of traditional leftists in the Middle 
Hast, the PKK takes a practical stand - they 
<ay that one of the major mistakes of the other 
socialistparties in Islamic countries has hcen 
that of tippoxing Islam. They claim to 
'channelise' religion not interfere oroppose. 
By positively educating people they help 
them to change themselves. Many religious 
people and group* are part of the struggle, 
many have become non-religioux in the course 
of it. Socialism as an ideology, they say is 
superior to and stronger than that of religion, 
it has to prove itself lo he so. 

Undisputed leuderof the PKK. Ocalun's 
writings and speeches are devoid of jargon. 
He advocates a simple human practical 
approach in his strategy and tactics. The 
PKK has agreed lo abide by the Geneva 
Convention, and claim to wage a humane 
war. At a pres* conference in September 
1995, Ocalan sakl “The struggle in kunlistan 
has reached a stage where it cannot now be 
crushed. If we continue at this rate, we will 
put great strain on the balance of power in 
the region. We are almost at that stage now. 
Future development* will have alastingeffcct 
on the religious, social, political and economic 
make up of the region. They will also have 
asignificant effect on democratisation in the 
Middle East ... What is happening in 


Kurdistan is not just shoot die PKK. It is 
•hoot the liquidation of an entire people. If 
the resistance is broken, they will have 
succeeded in accomplishing the final 
genocide." About war during the ceasefire 
“Although we are opposed to conflict we 
have definitely been coerced into it. Let me 
repeal, if we were asked who is the work) 
recoiled most from war. 1 would say it was 
me.... However, if you say -you don’texist, 
come and surrender, (heal will feet the need 
to defend myself... We will continue to defend 
ourselves against this policy of denial of our 
existence. We do not mean to annihilate the 
Turkish state and nation. On the contrary we 
want the right, if only a restricted one, to 
defend and develop our national existence". 
If the ceasefire and attempts for peace failed, 
he made it clear what the PKK was ready 
to do‘'Uprising* will spread in Kurdistan and 
Turkey. The guerrilla war will be intensified 
in Turkey. But let me repeat, (his is not our 
preference..." 

Reacting to the latestTurkish offensive in 
northern Iraq across Turkey's borders against 
the PKK, the French government advised 
the Turkish prime minister Tansu Ciller to 
find a political rather than military solution 
to the Kurdish question. So have several 
European governments and human rights 
organisations around the would. However, 
this is one solution the Turkish state has 
never attempted. Instead, Turkey spends 20 
per cent of the national budget on defence, 
which is an official estimate. Half of the 
extremely well equipped Turkish army 
(totalling 8,50,000)isslationed in and around 
Kurdistan. Tlterc is the ‘Special Force' or 
contra-guerrilla which is a law into itself. 
It is heavily infiltrated by the extreme right 
which is one of the partners in the coalition 
government and which is advocating even 
tougher and more aggressive policies towards 
the Kurds. Turkey’s attempts to join'thc 
F.uropean Union ora customs union with the 
European Community has failed not only 
due to its massive internal and external debt 
ami its inflation rate (over 150 per cent) but 
also because of its human rights record, 
mainly against the Kurds an«1 also against 
political opposition About 2.500 Turkish 
ami Kurdistan intellectuals have been killed, 
since the coup d'etat, over 2.000 villages 
have been destroyed, daily newspapers 
closed. Poison gas has been used against 
the Kurdish guerrilla. Barbaric forms of 
torture are used in the prisons, arrests and 
illegal detentions are commonplace. 

There are several reasons why Turkey can 
and docs take such an attitude towards the 
Kurdish question. Kurdistan consists of the 
agriculture region in Turkey. Most of 
Turkey’s food is produced here The area is 
rich in oils and minerals, two major rivers, 
the Tigris and Euphrates, pass through the 
region. It is also strategically important 
Turkey '* relationship wnh it* aiiie* especially 
the US makes it possible for them to carry 
on with their military policy. The US always 


considered Turkey strategically important 
because of its border with the Soviet Unton. 
Also because of the proximity of Iraq and 
Syria, neither of whom were on friendly 
terms with the US. American policy in west 
Asia is therefore an important mainstay for 
the Turkish government. On the other hand. 
Greece and Syria are critical of Turkey. The 
Europeans, especially Germany and France 
having a bigger stake in Middle Eastern oil 
than America, are on friendly terms with Iraq 
rather than Turkey. Germany'» stand on the 
issue is ambivalent especially towards 
Kurdish solidarity with the PKKin their own 
country. Although Germany’s federal 
government had banned deputation toTurkey 
because of the latter's human rights record, 
a Kurdish protester. Dogan Tulip was 
departed toistanbul last year. The Americans 
setup ‘safe havens’ in northern Iraq ostensibly 
for the protection of Iraqi Kurds, hoping to 
set up a model for the rest of the Kurds. When 
the Kurdish guerrillas started to use these 
havens for their bases, America realised that 
(be PKK represented a more popular model 
and this is possibly the reason that the latest 
Turkish offensive in Iraq is being backed 
by the US. and Ciller goes ahead with the 
offensive in spite of European criticism. 

At the same time as the Turkish offensive 
started, the formation of a preparatory 
commission for a ‘Kurdistan Parhament-in- 
Fxile' was announced in Europe, consisting 
of 25 people. It includes Kurdish MPs 
belonging to the Democratic party, six of 
whom are in exile in Europe. Six others are 
languishing in Turkish jails, with sentences 
ranging up to 15 ye: > s. The Kurds numbering 
one and a half million in Europe especially 
Germany are actively supporting the 
liberation struggle in their homeland and 
turn out in thousands in response to calls 
given by the F.RNK and other Kurdish 
icganisation. 

1 f this is an era of globalisation, surely the 
Kurdish question is of glohal importance. 
The question of travesty of human rights 
knows no national houmlarics. In India, little 
about the Kurds known or discussed. A 
representative of the KRNK Sahtn Engizck 
who was in India recently coukl get no 
definite responses from the Congress 
government. India, with its intransigent 
attitude to Kashmir and therefore. the question 
of the right ol self determination will naturally 
fight shy of supporting the Kurds on thi* 
principle What is surprising, however, is 
that there is no statement even with regard 
to (he blatant violation of human rights and 
international law by Turkey (Ironically. 
Turkey as an ally of Pakistan, supports the 
latter on the issue of Kashmir.) A small 
beginning has been made during Fngutek’s 
visit with the formation of an Indo- Kurdish 
Solidarity Committee in Hyderabad. It is 
hoped that other democratic organisations 
and individuals wilt also take up the cause 
of the cultural genocide of the Kurds in 
Turkey 
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PERSPECTIVES 


Bengali ‘Bhadralok’ and Educational 
Development in 19th Centuiy Bengal 

Poromcsb Ackarya 

Educational development in colonial India generally has been viewed as 
the work of the British rulers wltose hidden agenda was to initiate a 
process of socialisation. In this paper it is argued that native elites not 
only participated actively in the process but also played a significant role 
in influencing colonial policy on education. 


EDUCATIONAL developmet in India dur¬ 
ing (he colpniai period generally has been 
viewed by educational historians to be (he 
work of British rulers who introduced a 
system of education with the hidden agenda 
of initiating a process of socialisation. The 
problems with such a simple formulation are 
two-fold. Such a formulation cannot prop¬ 
erly assess the role native elites played in 
moulding colonial policy on education and 
as such, it also does not offer any lead to 
evaluate the role of Indian elites in shaping 
education policy since independence. There 
Is a general impression that the participation 
of native elites in the process was rather 
passive. My contention in this paper is that 
native elites not only participated actively 
in the process but also played a significant 
role in influencing colonial policy on edu¬ 
cation. Educational development in 19th 
century Bengal, which is the precursor of 
the present system of Indian education, was 
a rather complex process involving many 
contradictory forces. 

Charles Grant. Macaulay and Trevelyn 
might have propounded the ideology of 
colonial education in the early years of 
colonial rule. But interestingly it was the 
Bengali ‘bhadralok' who were themselves 
the product of the early period of colonial 
education, and who claimed to have pio¬ 
neered the so-called Bengal renaissance, who 
persuaded the colonial rulers to pursue the 
otherwise discarded policy of downward 
filtration of Macaulay and English as the 
mode of educational communication as 
envisaged by Charles Grant. After the 
Despatch of 1854. there was a noticeable 
change in the attitudes of British rulers in 
India regarding the education policy to be 
pursued. In fact, there ensued a debate 
regarding the validity of filtration theory, 
and a large number of British administrators 
favoured a shift in government policy. They 
considered it prudent to spend the limited 
funds at their disposal for the education of 
the lower classes who were unable to bear 
the cost of education of their children, 
instead of subsidising English education for 
the bhardralok. The Bengali bhadralok 


fought tooth and nail against such a move 
and were able to stall any shift in the policy 
[Acharya 198RJ. 

It may be unfashionable now to view the 
problems of education from a class point of 
view. However, educational development in 
Bengal during the second half of 19th cen¬ 
tury cannot be studied properly without 
considering the class issues, in fact, educa¬ 
tion developed during the period through 
multivariate relations. 

The Despatch of 1854 brought two very 
important issues to the forefront. One was 
the role of government in fostering mass 
education, and the other was the relative 
importance of English and the vemacularin 
the process of education. The Despatch 
envisaged English in the higher department 
for the few and vernacular education for 
many. There was a positive swing towards 
vernacular mass education. In practice, 
however. English eudeation grew and ver¬ 
nacular education remained neglected as 
before. J Johnstone in a notice wrote, "...it 
is regretted that the rules have been so little 
applied to the general education of the poor, 
for which this Despatch was specially de¬ 
signed" [Despatch 1854J. 

In ‘A Return to an Order of the House of 
Commons' the educational scene in India 
was described thus: 

It is (his class of institute (Higher; that the 
attention of government has hitherto been 
practically directed. They absorb the greater 
pan oflhe public funds which are now applied 
to education purpose... Our attention should 
now be directed to a consideration, if pos¬ 
sible. still more important, and one which 
has hitherto, we are bound to admit, too much 
neglected... 

Regarding the situation in Bengal it ob¬ 
served. 

In Bengal, education through the medium of 
the English languages hdk arrived at a higher 
point than any other pari of India. We are 
glad to receive constant evidence of an 
increasing demand for such an education, 
and of the readiness of the natives of dif¬ 
ferent districts to exert themselves for the 
sake of obtaining it. Very little has, however. 


been hitherto done in Bengal for the educa¬ 
tion of the mau of the people, especially for 
their instruction through the medium of the 
vernacular languages. A few vernacular 
schools were founded by government in 1844. 
of which only 33 now remain with 1,400 
pupils and, upon their transfer, in April 1852, 
from the charge of the Board of Revenue to 
that of Council of Education, it appeared 
that ‘they were in a languishing state and 
had not fulfilled the expectation formed on 
tbeir establishment'. 

It stated further that 

But the attentionofthe government of Bengal 
should be seriously directed to the consid¬ 
eration of some plan for encouragement of 
indigenous schools, and for the education of 
the lower classes, which like that of 
Mr Thomason in the NWP may bring the 
benefit of education practically before them, 
and assist and direct their efforts. 
However, despite the Despatch of 1854 
and the shift in the attitudes of British 
administration, there was little change in the 
course of educational development till the 
institution of the first education commission 
in the year 1882. In fact, the failure of the 
administrators to change the course of de¬ 
velopment prompted the constitution of the 
commission. It was 20 years after the 
Despatch that the British administration took 
note of the default. The second half of 19th 
century is remarkable for the vocal resis¬ 
tance put forward by the Bengali bhadralok 
against changing the course of educational 
development paved hy their guru Macaulay 
It may be noted that the three gurus of 
Bengali bhadralok. according to Shibnath 
Sbastri. were Rammohan Roy. Dcrozioand 
Macaulay [Shastri 1909]. 

Stalwarts ofBengali bhadralok likelshwar 
Chandra Vidyasagar and Bhudev 
Mukhopadhaya were most effective in stall¬ 
ing any move to change the course of 
educational development. It was after the 
great upsurge of 1857 that Ibc government 
of Bengal gave any serious thought to the 
stipulations made in the Despatch of 1854 
In fact, initially the Bengal government did 
not find any reason for thinking about any 
change as the Despatch was interpreted as 
a guideline for systematising the existing 
course of education. At least the Bengali 
bhadralok did not find anything in the 
Despatch to be worried about in the begin¬ 
ning. The grant-in-aid system proposed in - 
the Despatch became a boon for the Anglo 
vernacular schools initiated by Vidyasagar 
The novelty of Vidyasagar’s scheme wo> 
that it gave the vernacular a space in other¬ 
wise English schools. On the other hand. i> 
legitimised the pride of place for English 
The origin, however, may be traced to the 
early experiments of Hindu School and 
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David Hans’ i schools. This encouragement 
of the vernacular in tbe school system wu 
considered by many to be encouraging 
mass education. Thia misconception rather 
misled many scholars who studied the his¬ 
tory of colonial education in Bengal. 
Vidyaaagar, however, did not have any 
illusion about thia. It may he noted that the 
earlier Hardinge school* were also not for 
the lower classes of people though they were 
vernacular schools. It may also be noted 
that Bengali was only a minor subject in 
the school founded by Vidyaaagar in his 
native village Biningha. English and San¬ 
skrit were given the pride of place in the 
curriculum of that school [Bandopadhysy 
1948: 62-63]. 

It is inferesting to note th at both Vidy as agar 
and J Long were candidates for the post of 
assistant inspector of schools, South Ben¬ 
gal. Both of them presented three schemes 
tor vernacular education. At that time J Long 
had much more practical experience in 
running vernacular schools as be was exper¬ 
imenting with about 100 vernacular schools 
which he had founded at Tbakurpukur On 
theotherhand Vidy asagar till then hadhardly 
any practical experience with vernacular 
education. He was the principal of Sanskrit 
College. Calcutta and had published a few 
textbooks in Bengali. The scheme proposed 
by Long was more in line with W Adam’s 
report while Vidyasagar’s scheme was more 
suitable for Bengali bhadralok. 

However. Vidyaaagar was appointed to 
the post of inspector as the lieutenant 
governor wanted him to be appointed. In 
fact, tbe selection committee were divided 
in their opinions. Vidyaaagar initialed the 
establishment of a number of schools in rural 
Bengal These were practically Anglo-ver¬ 
nacular schools more suited for the middle 
class than the labouring classes. Vidy asagar. 
even after be left the job, was quite friendly 
with a number of lieutenant governors of 
Bengal. In fact, till George Campbell took 
over he acted as a non-official adviser to 
successive lieutenant governors in matters 
of education, despite his difference* with the 
director erf public instruction. Gordon Young, 
regarding the procedure to be followed in 
appointing teachers and prices of textbooks 
published from his Sanskrit Press and 
Depository (Acharya 1986], 

By 1959, the Bengal government was 
rather forced to give some thought to the role 
of government in fostering mass education. 
Tbe government of Bengal was faced with 
(hequestionof the advisability of withdraw¬ 
ing grant-in-aid to English schools and 
spending the limited funds at its disposal 
to facilitate primary education for tbe lower 
claasea of the people. It may be noted that 
the Bengali bhadralok did not agree to the 
imposition of an education cess for the 
purpose of funding primary education far 
tbe masses. They argued that the permanent 
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settlement forbade foe government to levy 
any such cess. The lieutenant governor J P 
Orirnt sought the opinions of experienced 
people in 1859 about foe best weyto resolve 
the problems of education of tbe lower classes 
of people. It was no wonder that Vidyaaagar 
in response to this question stated. 

An impression appears to have gainedground 
both here and in England, that enough has 
been done for the education of the higher 
classes and that attention should now be 
directed lowerds the education of the 
masses... An enquiry into tbe matter will 
ho we ver show a ve ry different elate of things. 
As the best, if oot the only practicable means 
of promoting education in Bengal, the gov¬ 
ernment should, in my humble opinion, 
confine to the education of the higher classes 
on a comprehend ve scale... (Ghosh 1973:443]. 

No doubt, most of the Bengali elite* of the 
time held similar views. 

There were however, two notable excep¬ 
tions 1 could come across: Laibebari Dey 
and the novelist Bankiat Chandra Chttto- 
padhaya. Before we discuss their views let 
us have a look at the debate that was going 
on among the British administrators on this 
issue. It was governor general Mayo wbo, 
to be precise, for the first time attempted a 
real change in tbe education policy enun¬ 
ciated by Macaulay and Company. Mayo in 
a letter to a friend wrote, 

I dislike this filtration theory. In Bengal we 
are educating in English a few hundred Babus 
at great expense to the state. Many of them 
are well able to pay for themselves, and have 
no other object in learning than to qualify 
for government employ. In the meanwhile 
we have done nothing towards extending 
knowledge to the million. The Babus will 
never do it. The more education you give 
them, tbe mOrc they will keep to themselves, 
and make (heir increased knowledge a means 
of tyranny, if you wait till the had English, 
which the 400 Babus leant in Calcutta, filters 
down into the40,000.000 of Bengal, you will 
be ultimately a Silurian rock instead of a 
retired judge. Let the Babus leant English 
by all means. But let us also try to do some¬ 
thing towards leaching the three R's to ‘Rural 
Bengal' [Hunter 1892:179-80]. 

Lieutenant governor George Campbell, 
whoalsobcld similar views, initiated a reform 
which in fact marked a new era in colonial 
policy on education, particularly in the 
province of Bengal. He introduced ‘E’ type 
'pathsalas' ax the ‘three R’s' schools for the 
lower classes of people. Tbe scheme was 
based on the principle of maximum educa¬ 
tion at minimum coat, and it yielded per¬ 
ceptible results in tbe growth of enrolment 
of children in rural Bengal. However, soon 
in the year1872Mayowaa killed in Andaman 
while on official tour and tbe career of 
George Campbell was cut abort as a result 
of tbe storm created by Bengali bhadralok 
against his education policy. 


Mayo was basically a liberal reformist and 

might have wanted mass education at a pan 

of his programme of reforming tbe colonial 
a dmi nistration. He. of course, bad his Irish 
experience in mind. But the responses of 
Bengali bhadralok smack of their narrow 
class interest. They failed miserably to re¬ 
spond as nationalists and accept this chal¬ 
lenge implicit in the move. In fact, even the 
Indian National Congress hardly paid any 
heed to the issue till Gokhale moved his 
historic bill “to make better provision for the 
extension of elementary education” in the 
imperial legislative council in tbe year 1911. 

It is interesting to note that George 
Campbell entrusted tbe district administra¬ 
tion instead of the education department 
with the task of establishing new pathsalas 
of his scheme. The reason may be that foe 
education department was not in favour of 
his scheme and foe ‘E’ type pathsalas. The 
department was rather strongly inclined 
towards the scheme of more expensive and 
improved D' type pathsalas planned by 
Bhudev Mukhopadhyay. an inspector of 
schools. It may be noted that the courses 
offered in ‘D’ type pathsalas were consid¬ 
ered to be heavier and higher in standard 
than even foe courses ordinarily followed in 
the primary schools of England of foe time. 
It was no wonder that Campbell's policy 
yielded within four years, from 1870 to 
1874. a sharp growth in enrolment The 
enrolment of children grew during these 
years from 163,854 to 400.721 while foe 
cost went up only to £ 228.151 from 
£ 186.598 [Hunter 1892]. 

There was an interesting debate on a note 
prepared by W S Atkinson, director of 
public instruction, at the request of Richard 
Temple, on foe history and condition of foe 
new primary pathsalas. Tbe note was pre¬ 
pared in tbe year 1874when the stonn against 
the policy of Mayo and Campbell waa al¬ 
ready ovet. Atkinson with the help of foe 
reports by C B Clarke and Bhudev 
Mukhopadhaya. “the two most experienced 
inspectors", prepared tbe note. Tbe main 
contention of the note was to justify the 
establishment of D' type pathsalas of 
Bhudev instead of E' type pathsalas of 
Campbell. According to foe note. 

Sir George Campbell's scheme was avow¬ 
edly launched without aay definite 
organisation No rules were fixed for the 
qualifications of teachers, no suing mi mi 
were made for the inspections of schools, ao 
orders regulated foe coeditioa under which 
the subsidies were to be assigned, and ao 
pravisioa was made for the payment of the 
gurus. All details were left ia the hands of 
the magi (tiates. who were told that they were 
to show their foil complement of schools as 
the cad of tbe year and spend foe money 
assigned to them (Atkinson 1874:1). 

It may be noted that Campbell wanted to 
make use of tbe decentralised pathsala rys- 
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tem with minimum government control but 
on the principle of public initiative and 
government help. Obviously, the role of the 
education department got marginalised 
while the district administration was entrust¬ 
ed with tbemajor responsibility of initiating 
the process. It was no wonder that people 
associated with the education department 
by and large disapproved of Campbell's 
scheme and considered ‘E’ type paths alas 
as of no worth. On the other hand, the 
administration preferred them over the ‘D’ 
type pathsalas of Bhudev. The department 
considered that quality was sacrificed for the 
sake of quantity while the administration 
argued that in the name of quality the cause 
of universal education should not be injured 
- the dilemma from which we are still 
suffering. 

It is interesting to note that while Clarke 
in his memorandum held that “I am not 
satisfied with the position of the'E’ pathsalas 
in several respects", Harrison argued in 
favour of them. Harrison observed that 

A true primary school is a school (o which 
the lower classes send their children without 
the expectation that they will thereby rise 
into the middle classes unless they develop 
exceptional ability. Any school which at¬ 
tracts the lower classes with the prosped that 
by going through its courses they will there¬ 
by mount into the classes, ceases to be 
properly a primary school. Judged by this 
standard, no 'O' pathsala... is primary in 
Bengal at the present day. It is frequented 
solely by boys of the middle classes, or boys 
who seek to rise through its agency to the 
middle classes, i e, to become at least 
. gomastas, mohuris, head constables, orgurus 
themselves. 

He further observed that 

1 contend energetically that Sir George 
Campbell was absolutely right in condemn¬ 
ing this system ofcomparati vely high-trained 
gurus and S rupee pathsalas as an undue 
expenditure of public money on secondary 
under the garb of primary education; and 
secondly, in his insisting on the indigenous 
schools of the country receiving recognition 
instead of being crushed out [Harrison 
1874:31. 

Harrison considered (hat “the quality of the 
education is not fixed, but a fluctuating 
standard", and “primary education in India 
must be based on that which is indigenous 
and adapted to the means of the people" 
(1874:2, 4). 

C C Stevens made a significant observa¬ 
tion on the note of Atkinson. He states. 

Twenty years ago the attention of both the 
government of India and the government of 
Bengal, was earnestly directed in the famous 
education despatch to the difficult question 
of providing primary education for the lower 
classes; ‘very little’ said the Court of Direc¬ 
tors. 'has hitherto been done in Bengal for 
the education of the masses of the people'. 
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h was therefore ordered that a scheme should 
be prepared by the government of Bengal for 
‘the encouragement of indigenous schools 
and for the education of the \pwer classes’. 
Much delay occurred in complying with these 
orders; the Bengal government under a 
misapprehension of the meaning of the in¬ 
structions of the Supreme Government, as 
well as of the despatch seems to have sup¬ 
posed that the work was to be done under 
the rules for grant-in-aid... all that had been 
done was tc propose relaxation of the grant- 
in-aid rules in favour of vernacular schools. 
The government of India, however, perceiv¬ 
ing that these vernacular schools were not 
schools fort he masses but schools of a higher 
order declined to modify the rules.... [Steven 
1874:11]. 

It was in this context J P Orant collected 
opinions as stated earlier. During the tenure 
of Cecil Beadon. Bhudev Mukbopadhaya 
was appointed as an additional inspector and 
worked out an experimental scheme of 
improved pathsala with trained gurus. These 
new pathsalas, which were originally meant 
forthe lower classes, were “taken possession 
of and monopolised... by classes who stand 
higher in social scale”. In the year 1865 in 
a report. Sarat Candra Banaijee, deputy 
inspector of the Burdwan circle observed 
“that facilities should be offered for English 
education through the pathsala”. He further 
observed that 

most of the hoys in these pathsalas belong 
to the higher and middle classes and a very 
few only to the lower, no apprehension need 
be entertained as to their not being able to 
avail themselves of any concession made to 
them by government for their subsequent 
education in an English school [Steven 
1874.13J. 

Itis apparent that 'D' pathsalas did not serve 
the cause of mass education. 

Ste vena made a very interesting observa¬ 
tion in this regard. According to him. 

These new Gurus, with an ambition which 
it is difficult to Maine, at once changed their 
‘pathsalas' to 'schools', they adopted school 
hours instead of pathsala hours, required 
books and slates, and refused (be payment 
in kind which hnd always till then formed 
a large part of the remuneration of the great 
majority of the old 'hedge school masters' 
(1874:15). 

He even thought that the normal schools 
established for the training of gurus, "though 
no doubt they were efficient as teaching 
institutes, have done harm". Stevens further 
observed, ‘Tbelieve, the ’Bhudev’pathsalas 
failed in their objects... the fund sanctioned 
for the lower classes had ^adualty been 
diverted to the benefit of those who had 
previously monopolised the government 
grants,..." (1874:15). In fact, C C Steven's 
observation makes a good study of the 
problem of education of the lower classes 
in Bengal. One may recall in this connection 


another observation made by H AStaA in 

1916. He observed that 

various plans hod been devised and tried for 
bringing school instruction to hew upon the 
lower grades of the people, but the result had 
almost uniformly been that the schools which 
had been organised or improved for their 
benefit had been taken possession of and 
monopolised by classes who stood higher in 
the social scale'(1916:88). 

It is interesting to note the observation made 
by the secretary of the Bengal government 
in this regard. According to him, "There is 
not a single pathsala of ‘D’ olass which has 
a Moh anted an master... the masses of east¬ 
ern Bengal will never he educated in schools 
conducted exclusively by Hindu masters’'. 
He further observed, “there are many parts 
of the country in which the substitution of 
pathsalas of the ’D’ class for 'E' would be 
an educational calamity. 

Among the prominent Bengali bhadralok 
of Calcutta, Lalbehari Dey perhaps was the 
only person who demanded universal and 
compulsory primary education. In a lecture 
at the Beadon Society in 1869. he supported 
the shift in government policy and refuted 
the arguments that the best means of edu¬ 
cating the masses wax by educating the higher 
classes, as was suggested by stalwarts of the 
Bengali bhadralok including Vidyasagar. It 
is interesting to note that in the previous yew 
anothersUlwart, KissoriChandMitra. speak¬ 
ing at a meeting of the British Indian As¬ 
sociation said. 

The lower strata of the social fabric must be 
permeated through higher strata. That the 
downward filtration has commenced is abun¬ 
dantly evidenced by the immense number of 
schools and pathsalas already established 
since the Despatch of the Court of Directors 
came into operation. Educate the upper and 
middle classes, and the lower classes will be 
instructed and elevated. 

Lalbehari Dey retorted. 

This theory of the downward filtration of 
education however flattering to the pride of 
the higherdasscs, orratherthe highest classes, 
the brahmins, were an educated class a 
thousand years before the Christian era, and 
yet during the last hundred generations, not 
a drop of knowledge has descended to the 
thirty millions... [Stark 1916:88). 

Lalbehari Dey approved of the policy of 
spending government funds for the educa¬ 
tion of the lower classes. He even recom¬ 
mended levying an education cess for this 
purpose. Dey was the first Indian to demand 
universal and compulsory primary educa¬ 
tion. 

Interestingly, it was perhaps for the first 
time that Bengali bhadralok almost in uni¬ 
son confronted a government policy’on 
education. In fact the agitation waa not 
confined to Calcutta but spread all over 
Bengal. Public meetings were held in 
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Calcutta, Dacca and other mofassil towns 
to register protaat against the education 
policy of Mayo and Campbell [Acharya 
19*8:1126J. Rajendralal Mitra, a renowned 
scholar of the time, voiced the true sen time n t 
of the bhadralok in this regard in his address 
at the meeting to protest against the policy 
held at the town hall of Calcutta on July 
2. 1870. He said, 

No Hindu in Bengal would for a moment 
wish to see our preacnl government changed. 
On the whole India never had a government 
so good in the whole course of her history: 
and if the government is to last the necessity 
for learning English will always continue, 
even after the Bengali is rendered as perfect. 
as the English. 

According to him to give up English is to 
commit ‘intellectual suicide’. No doubt. 
Macaulay would have been delighted to hear 
this [Acharya 198*]. 

Surendranath Baneijec, the fire-brand 
politician of the late 19th century, also 
condemned the education policy of Mayo 
and Campbell in the same vein. He described 
Mayo’s policy as 'retrograde' and 
Campbell's action as a “regular raid against 
colleges of Bengal” in a lecture delivered 
at tbc 35th Hare anniversary in 1878. He 
expressed his happiness that Campbell’s 
career was cut short, which he thought was 
because of the protest movement by the 
bhadralolc against his policy. Macaulay had 
his best defence among the renaissance 
Bengali bhadralok. 

Bankim Chandra Chattopadhaya joined 
the issue after three years during which the 
controversy continued, but with a different 
note. He had the courage to differ and made 
an objective and dispassionate assessment 
of the works of Campbell. He made an 
attempt to evaluate two successive lieuten¬ 
ant governors. William Grey and George 
Campbell, in an article published in his 
journal Bangadarshan in the year 1874. 
With wit and sarcasm the piece was written 
in a style which only Bankim could do. He 
started the piece with a story: . 

Once a Calcutta girl was mamed to a person 
from East Bengal. The bride was beautiful, 
intelligent, educated, hardworking and well- 
behaved. Her father was quite rich and 
adorned her with precious ornaments made 
of gold and jewels while sending her to the 
in-laws’ house in East Bengal. He was sure 
that no one in the in.-Uw*’ house would find 
any fault with her. However, it was revealed, 
when the person accompanying the bride to 
the in-laws' house returned, that there was 
much criticism for one thing. The father 
asked, ‘What was that?' The person replied 
that the bride did not have 'ulki' on her 
forehead. 

Now, ulki is n sort of decoration made on 
the skin with the help of > needle. This is 
s practice mainly in vogue among the rural 
folk. Bankim remarks. 


For last three yean the most vital and pal¬ 
atable topic thet Bengali journals re¬ 
lished, was to reproach George Campbell, i 
fear, since Bangadarshan dM not fall in line 
we might become the tatget of scorn for not 
having the ulki. We, therefore, do the pen¬ 
ance by writing something about George 
Campbell! (Bagsi 1390:889-93, Voi II]. 

However, Bankim, different from others 
as be was, did not toe the usual line. But 
these words of Bankim reveal bow intense 
was the feelingof Bengali bhadralok against 
the education policy of Campbell. 

Bankim made a comparison between 
William Grey and George Campbell and 
stated that Grey was popular because be 
adhered to the conventional way and would 
not take any decision independently. In fact, 
he never took any decision but always 
approved of dccisibns taken by the bureau¬ 
crats. Campbell was different. He used to 
take decisions independently and, if neces¬ 
sary, violating all established procedures. 
Bengali babus admired Orey because he 
patronised higher education but the babus 
did not know that it was Atkinson's deci¬ 
sion. Grey would not say or do anything 
which might make him unpopular among 
the vocal babus, while Campbell could care 
little for popularity and call a spade a spade. 
He often appeared rather arrogant. Accord¬ 
ing to Bankim. Campbell was basically 
egalitarian and a friend of the peasantry. 
Bankim did not find any fault with 
Campbell ’ s policy of diverting government 
funds from higher education to popular 
education. In fact, he argued in favour of 
this policy from the standpoint of natural 
justice though he did not approve of 
Campbell’s hostile altitude towards higher 
education. He concluded the piece with the 
remark that possibly the words of this essay 
would annoy many people but he would not 
retract his words for fear of them. In a 
bantering tone he added. 

In this country a blind guides another blind; 
a misguided person guides another. This 
journal and its editor are not scaled of any 
adverse criticism and will not give up the 
principle of telling the truth however un¬ 
popular that might he (1390:893). 

It is evident from the above discourse that 
the Bengali bhadralok played a very im¬ 
port ant and active role in determining tbc 
course of educational development during 
the second half of the 19thcentury.lt is also 
evident that the class issue was very much 
there. In fact, the multiple contradictions 
noticed revolved round ibis issue of class. 
One may identify the contradictions thus: 
British rulers v* Bengali bhadralok; Bengali 
bhadralok vs Bengali labouring classes: 
British rulers vs Bengali bhadralok. Also 
Acre were contradictions between English 
and Bengali, higher education and mass 
education, administration and education 
department. It is rather difficult to see edu¬ 


cational development dotty the colonial 
period as the outcome of a simple imperialist 
and nationalist conflict. Even the so-called 
imperialist design, which many nationalist 
scholars tried to discern, may not really 
explain properly the educational develop¬ 
ment of the period. It may be true that there 
was a design to create a class of people who 
would be Indian by blood and colour but 
socialised through English education to 
serve the canse of perpetuating the British 
interest in India. But we «re to explain the 
shift in the policy as was attempted during 
the second half. This shift cannot be 
wished away as only an eyewash or an at¬ 
tempt to deny higher education so as not to 
allow a nationalist upsurge. More important 
is to explain why the British rulers wanted 
to encourage and support mass education, 
and why enlightened personalities such as 
Vidyssagsr and others opposed any shift 
from the course of development laid down 
by the propounders of the imperialist 
ideology ofeducahon. An in-depth and com¬ 
prehensive study of educational develop¬ 
ment during the second half of the 19th 
century may give us many insights even 
into the problems we ate facing now. In 
fact, most of the issues discussed above 
are still relevant for understanding the 
dynamics of present day educational devel¬ 
opment. 

{This is a revised version of a paper presented 
at tbe National Seminar on Educate*. Develop¬ 
ment and Under-development held m August 
1994. organised by UPDHE at the University of 

Delhi.] 
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Politics, Missions, Conversions 

Gerald Staddert-Keanedy 

'The Attitudes of British Protestant Missionaries towards Nationalfenala India: 
With Special Reference to Madras Presidency, 1919-1927 by Elizabeth Susan 
Alexander; Konark Press, Delhi, 1994; pp 123, Rs 143. 

Discoveries, Missionary Expansion and Asian Cultures edited by Teotonio R 
de Souza; Concept, Delhi, 1994; pp 215. Rs 300. 


THESE brief and unpretentious volumes are 
representative of a development in the 
literature on Christian missions in India away 
from a rather narrowly conceived ‘church 
history’ and towards a more detached and 
critical appraisal of institutions and projects 
of the churches in widerpoiitical perspective. 
Ureflccts a more self-conscious response to 
fundamental changes in the institutional and 
ideological structures of Christianity that 
have radically transformed its significance 
in the later 20th century, both as world 
religion and within south Asia specifically. 

In this period powerful hierarchical 
structures of the colonial era lost their former 
hold an their remoter constituents. For the 
Roman Catholicism which is the main focus 
of de Souza's somewhat uneven collection, 
this is notoriously true of south and ccotral 
America, where a long-entrenched and 
reactionary clerical hierarchy has been 
effectively challenged by grass roots activism 
fuelled by pressing economic and political 
resentments. But patterns of institutional 
dissolution have varied considerably. Several 
of de Souza’s contributors, in a volume 
sponsored by the Goa-Pune Jesuit Province 
which is its primary area of concern, expose 
the harsh realities of the early imposition of 
an authoritarian and culturally destructive 
Catholicism by the Portuguese in the Goa 
enclave. Butthis was unrepresentative of the 
Jesuit missions to India, and when Msgr 
Aguiar, editor of The Examiner, turns to 
much more recent times to describe the 
arrival in India, “with a bang” in the early 
1970s, of the theology of liberation which 
has flourished in central and south America, 
he has to locate it as an impulse of limited 
impact, in a stagnant context in which 
persistent divisions between rival groups, 
with different rites and traditions, contribu tc 
to a general erosion there of the Roman 
Catholic confession as a focus of cultural 
identity (Ch 11. ‘Decolonising the Church '). 

The Protestant churches identified 
themselves with what was seen as the 
historical roleof British imperial ism in India, 
tbeugh reciprocal government endoresement 
of the missionary enterprise was frequently 
qualified and ambiguous. But the corporate 
organisation both of the Anglican ‘state’ 
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church and its non-conformist offshoots 
shrivelled rapidly in England itself after the 
second world war into a fragmentary, 
defensively ‘ecumenical’ body of Christian 
minority groups and tendencies, a decline 
certainly not anticipated by the patrician 
archbishop of Canterbury, Cosmo Gordon 
• Lang, at the time of his authoritative and 
impressive presentation before the House of 
Lords of the white paper proposals for the 
Government of India Act of 193S. It is 
impossible to imagine an issue of equivalent 
political importance bcipg presented to the 
upper house at Westminster by ant of his 
post-war successors as archbishops. Lang' s 
buoyant and well-intentioned ‘Christian 
imperialism' was widely shared in the broad 
‘liberal'consensus behind the 1935 Act, but 
it is only quite recently that its distinctive 
contribution to the accelerating process of 
the demission of political power by the raj 
has been critically examined. 

Susan Alexander's six brief but carefully 
documented and well balanced chapters trace 
the earlier development of the Protestant 
missionary project, primarily in Madras 
presidency, in relation to the evolution of 
the nationalist movement from Jallianwala 
Bagh through to Gandhi's subtle and 
ambiguous confrontation with the 
missionaries in the late 1920s. This 
development prepared the way for an 
extensive and successful iodigenisation of 
the Protestant churches in south India 
following independence. They have 
contributed to the subcontinent's complex 
cultural pluralism, as has, in the long run 
but in a different way, the Catholicism of 
the Ooa enclave. 

It is of course easy to interpret a politically 
more critical trend in the literature on 
Christianity in south Asia as an expedient 
and chastened adaptation to the demolition 
of western Christian triumphalism in the 
post-colonial world. Thig is the position 
polemically taken in Arun Shourie's 
Missionaries in Mia: Continuities. 
Changes, Dilemmas (1994), a book with 
which neither of those reviewed here stands 
any chance of competing in terms of attention 
and circulation. TV point is true almost by 
definition, but such 'apologetic' treatments 


of the intersections of religion and politics 
are not the less valid for that reason. For one 
thing, much of this work, as is demonstrated 
by both de Souza and Alexander, it being 
produced by the heirs to an indigenous 
resistance to metropolitan assumptions of 
superiority, and this bad begun to emerge 
within Christian bodies well before 
independence and alongside the nationalist 
movement For another, its understanding 
of the nature of organisations of 'believers’, 
in whatever transcending cause or vision, is 
demonstrably more'realistic than that of 
some of its critics. 

Of the two hooks, de Souza's is the more 
explicitly severe, in part because it takes off 
from the exported horrors of 17th century 
European ‘religious' fanaticism. Alexa*'-.* s 
argument is implicit in an exposition that 
accurately reflects its empirical sources, of 
a history that never remotely matched early 
Jesuit militancy in Goa. But both recognise 
that organised Christianity of whatever 
tendency, in common with any other kind 
of organisation concerned with the 
dcstributionof material and symbolic rewards 
for identification with a code of beliefs, 
necessarily depends on material endowment 
and structures of authority and therefore 
responds to, and also creates, centres of I 
power that mobilise the whole gamut of 
social drives and preoccupations. Every 
institutionalised religion is political in that 
sense: each attempt to embody shared 
conceptions of the sacred and their 
implications is caught up in multiple 
contradictions that are only intelligible in 
historical context, and in relation to other 
configurations of power, other institutions. 

So we can only understand the political 
significances of religious commitment as 
the expression of comprehensive con¬ 
figurations of forces, in specific settings 
It is the universal problem for saints and 
‘true believers 1 ' of every theological 
persuasion that the insights of belief and 
conviction arc suspended in a medium ol 
institutional practice, group interest and 
collective habit. These authors are sensitive 
to the diversities, contradictions and 
ambiguities this entails. 

Shourie's rhetoric, by contrast, seems i<> 
hypottatise something called The Church', 
a tenacious entity that makes tactical retreats 
to be recouped by tactical advances 
(measured in quantitative terms by 
conversion rates), with something of the 
cool flexibility of Mao’s revolutionary 
peasant army, and with no less authoritatively 
defined gains in view. He quotes exhaustively 
from C ETrevelyan’s tract OntheEducation 
of the People of Mia ( 193S) and the addre** 
to the Baptist Missionary Society in London 
(1SS3) by Sir Richard Temple, ff-governof 
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of Beat*], in order to retrieve them for the 
record as component* of s surreptitiously 
overtookod charter for ul imperial church 
with a simple mission to expand through 
‘conversion'. These documents be correctly 
describes as revealing and representative, 
but wbat they represent is an ‘imperial 
Cbriatianity' that is unintelligible except as 
a component of an imperial order that no 
longer exists. 

Furthermore, they represent only one kind 
of position in that defunct order. For there 
are other documents with as sound an imperial 
pedigree which represent more diffident 
cross-currents within it. The Christian 
imperialism articulated by Lang was 
unquestionably historicist, in general 
confident that itknc w the direction in which 
a divine providence was steering history 
and the empire, but the complacent 
confidence of Trevelyan and Temple wax 
significantly qualified. A thorough, if 
gradual, indigenisalion of the Indian 
Christian churches, for instance, was 
forcefully advocated by Arthur Hirtrel. the 
powerful secretary of stale at the India 
Office from 1917 till 1930. Politically 
conservative, a devout churchman and 
supporterof (he missions, he was nevertheless 
scathing about the missionary tendency to 
replicate familiar western practices, and the 
failure to encourage an Indian Christianity 
n sited in Indian cultural idioms. As aclassical 
scholar, he knew about the decay of empires, 
and he hung rather anxiously onto (he 
prospectof ahettcr world that would at least 
he informed by the xpirit, as he interpreted 
it, of Christ, even if it did not everywhere 
acknowledge Christ' s divinity as a dogmatic 
truth. He was aware, as were the bishops in 
India, that mass conversion was a very mixed 
blessing for the churches as communities of 
believers, the product, as mass conversion 
by and large was and is. of attempts by 
communities to relocate themselves in local 
socio-political contexts and totakcadvantagc 
of perceived, hitherto unavailable material 
opportunities. It was in fact widely believed 
m the political coalition for which l-ang 
spoke that ‘Christ' could and didenlcr Indian 
society through developments within 
'Hinduism' and Islam: indeed in the 1920s 
and 1930s this became an orthodoxy among 
missionaries working in the Christian 
colleges in India, where conversion in the 
conventional sense was actively discouraged. 

It is hard not to see this theological shift 
as a pragmatic accommodation, before the 
fact of the failure of the subcontinent to 
emerge from the oriental datkness in which 
earlier British evangelicals, in particular, 
saw it drowning. But. as Alexander points 
out. it waa also Gandhi s challenge on the 
question of convention that “stimulated the 
missionary debate on the missionaries 
understanding of the principle* and methods 
°f their primary mission in India" and that 


this “resulted in a broadening of the 
connotation of the word ‘conversion', and 
missionary restatement and rethinking of 
their primary aim in India" (p 86). 

Today, as is well known, there are localities 
where specific denominations crusade with 
something corresponding to the old 
evangelical zeal. Their successes have to be 
understood partly, to be sure, in terms of the 
external resources available to them, but 
also in terms of the local political contexts, 
the deprivations and expectations, in which 
they operate. That elementary insight, 
however, may invite an even broader 
understanding of ‘conversion' in lessobvious 
areas, to include a continuous and universal 
social process taking place with very little 


THE book under review has no pretensions 
for being anything more than its title suggests: 
it is a well documented study of traditional, 
sustainable agriculture in India. However, 
it simultaneously has a political resonance 
which demands a more multi-layered reading. 
It can be viewed at least at two levels. One, 
related to its theoretical assumptions (not 
necessarily articulated)and the other, amore 
straightforward reading of the text. That 
these |cvcN are related is evident in David 
Hardiman's critique (Subaltern Studies VIII. 
OUP. Delhi. 1994)ofPereira’scarlierwork, 
Asking the Earth: Farms. Forestry and 
Survival in India (with lercmy Seabrook. 
London. 1990). Since some of the arguments 
in the critique are relevant to the book being 
reviewed here it would be a good idea to 
take a look at it first. 

Hardiman complains that writers like 
Pereira (among others, Vandana Shiva, for 
example), in ihcircnthusiasm fora political 
agendaof thcenvironmental movement make 
sweeping statements about ‘forest societies’. 

' the westetc. They ex aggeratc the moment 
of colonialism as being the major disrupt ion 
for the forest societies, by inaugurating a 
violent and anti-ccological modernity. 
Hardiman states that their writing*construct 
the image of forest societies in accordance 
with their desire for an ecological utopia and 
downplay the inequalities around gender, 
class and kinship which these societies have 
known to possess. In his own study on the 
Bhiisof (he Dangs (1820-1940). Hardiman 
tries to show how the Bhils did not 
spontaneously reflect an ecological 
coo sc Iousikss and that a number orhistorical 
factors moulded their choice regarding the 
use of resource* . Thus. Hardiman distances 
himself from any esscntialrang of history 


encouragement from the institutions of 
religion, and at an incremental, individual 
level, in the form of shifts and adjustments 
of behaviour, dress, and appearance, for 
instance the shaving of beards here or die 
disappearance of headgear there.Thesemay 
signify very little in terms of social ideality 
and religious belief, liuic more in themselves 
than strategies of accommodation to locally 
perceived equations of power. But they too 
may have cumulative consequences for the 
erosion and the constitution of social 
identities, as part of a process of ‘conversion' 
raising the same questions about the 
configurations and uses of power and 
influence that lie behind these perceptions 
and accommodations. 


into a particular cultural trait which be finds 
Pereira and Seabrook indulging in the book 
referred above. 

There are stark similarities between 
Hardiman's critique of Pereira and the kind 
of critique levelled against the subaltern 
studies project. Can we sec Pereira and bis 
ilk representing an “extreme" subaltern 
position, creating their own semi-fictions? 
Or can we conxtn.c some of the defences 
provided by the scholars of subaltern studies 
into a defence of W min Pereira?Considering 
the political concerns behind fVrcira’s efforts, 
one can use the latter suggestion and give 
his book a more empatbctic reading. From 
this point of view, the book under review 
comes across as a fairly interesting piece of 
work with a well thought-out political 
agenda. 

This book continues the tradition of making 
sweeping statements about the west and the 
cast but they can be best -etnas euphemisms. 
There are other assumptions which make 
one more uncomfortable. For example, in 
the chapter, "Traditional Culture and 
Development', which describes the hMoricat 
movement of populations in India in relation 
to the natural environment, the author states. 
“As populations rose. Indians could have 
overran r»e i gbhouring countries, but though 
they were often invaded by their neighbours, 
they resisted doing so themselves. Increased 
output of food and other essential product 
bad to come from the space to which they 
restricted themselves, farcing them iMo self- 
reliance (p 16). From here the narrative 
enters into a detailed analyst* of the self- 
reliant village economy of traditional India. 
The perception of India’s past as being a 
political entity with its own 'neighbours' it 
obviously ahistoncal and miles away from 


Political Economy of Food and Farms 

Rahul Srivastava 

Tending the Earth: Traditional, Sustain able Agriculture in India by Winin 

Pereira; Earth Care Books, Bombay, 1993, pp 315 (including index), Rs 150. 



the assumptions of the subaltern studies. 
Alongside, there it a contradictory vision of 
the self-sufficient village economy without 
any attention paid to its linkages with 
feudalism or larger kingdoms in a classic 
old-fashioned image of traditional non¬ 
western society on which colonial 
anthropology has thrived. It is with regard 
to inch interpretations that Hardiman's 
critique comes as a useful caution. However, 
it would be unfair to perceive all the concerns 
of the work reflected in these interpretations. 

The major arguments of the author centre 
around the political economy of food 
production and consumption and its 
relationship to agricultural practice. Food, 
both in its economic and cultural sense, has 
been a topic of interest to many scholars. 
Sidney Mints' s major work. Sweetness and 
Power — The Place of Sugar in Modem 
History (Viking 1985), shows how the 
aesthetics of sugar consumption was linked 
to the changing processes of its production, 
linking economies from different parts of 
the world during colonialism. The increasing 
availability of sugar, and the technological 
changes which enabled it to be used in a 
variety of ways, went hand-in-hand with its 
changing cultural perceptions. Similarly, 
Pereira analyses how specific ecological 
demands gave rise to enormous variety in 
rice and cotton production. He links up bio¬ 
diversity to traditional practices and the 
cultural framework in which it was produced 
and consumed. The major break came with 
the advent of western production systems 
which homogenised not only forms of 
production but also the types of specie* 
grown, and consequently, the consumption 
patterns of the people. Pereira discusses the 
important issue of consumption in ‘The 
Diversion of Food’, and reveals the 
differences in the meaning of diversity in 
the two broad systems of agriculture. While 
in traditional forms diversity existed in the 
intrinsic quality of the produce, where a 
hundred different varieties of rice with 
varying tastes and flavours flourished, in the 
modern system diversity becomes a fetish 
in the marketplace, where one or two standard 
varieties are packaged or processed in a 
hundred different ways. (Is there a useful 
analogy here with pre- and post-modern 
visions of cultural plurality and difference?) 

The relevance of Pereira’s idealisation of 
traditional agricultural practices can only be 
measured if one understands the political 
and economic consequences of modern 
agricultural practices in the context of 
inequalities between and within nations and 
its negative impact on the environment. The 
author argues that affluent western nations 
have agricultural practices linked to food 
processing and packaging industries, in 
whom certain myths around foo^ are well 
entrenched For example, the impression 
that unprocessed or untreated food can be 


harmful to health leads the way to huge 
multi-million dollar industries which are 
concerned with packaging the food into more 
'acceptable' forms.In the words of the author, 
"synthetic dyes are used to render them more 
attractive" and in some cases "packaged 
peas h ave a virulent green colour that "runs” 
when the peas are cooked" (p 52). Yet these 
interventions in the processing of food are 
now being considered to be more harmful 
as compared to 'untreated' food, but the 
industrial backing which these myths enjoy 
are difficult to resist. That is why attempts 
discussing alternative forms of agricultural 
production are often ridiculed a past-time of 
some eccentric romantics. 

Pereira opposes the entry of multinational 
food processing firms in India and warns 
against their impact on local production 
systems. These industries, especially in the 
field of ‘fast-foods', compete with local 
hawkers and usually claim that their own 
products are cleaner and safer. Any scientific 
inquiry into the actual nutritional level of 
a Macdonald burger will level it with the 
average ‘wada pao' of a local hawker. Efut 
these industries sec to it that their image is 
well-cultivated and such critiques quickly 
aborted. Consumer awareness organisations 
even in countries like the US and the UK 
Find it difficult to make any dents in such 
perceptions, so one can imagine the odds 
such a critique in India has to face. 

The abundance of food in the supermarket 
often acts as an eyewash to the fact that 
hunger still remains a huge problem for the 
world. Yet few relate this contradiction to 
the actual production practices of the 
concerned economies. The author is of the 
opinion that the increased quantity of food 
production is short-circuited in the market 
due to the artificial semblance of variety 
which tbc processing and packaging 
industries create. Thus while some people 
get more and more kinds of food a vast 
majority are victims of hunger. Like other 
excesses of the market, food prices are kept 
propped up through artificial means leading 
to huge quantities of waste and inaccessibility 
tothe deprived sections. Pereira is particularly 
concerned about the influence of the GATT 
treaty in this regard and its consequences on 
the Indian market. In his words, “The 
acceptance of the new 0 ATT proposals will 
lead to increased corporate concentration in 
the processing sector with their own ‘ factory 
farms' to cater to demands. Efforts to 
‘harmonise’ regulations to eliminate ‘trade 
barriers’ are likely to be simply means to 
dilute strict contamination laws” (p 51). 

Critiques of large-scale Agriculture with 
its emphasis on monocuitivation.highyields, 
genetic manipulation and its use of synthetic 
fertilisers and insecticides along with die 
chemical intervention by the packaging and 
processing food industries, are now popular 
in western countries. The organic food 


iadastty. aa organised body of producers, 
retailers and consumers of food free from 
any synthetic intervention, is afa« growing 
movement in many western countries. The 
author feel* that in spite of some limitations, 
the organic food movement is s step in the 
right direction. However, hi* whole-hearted 
support is for the innumerable traditional 
agricultural practices existing in India which 
coincide with the noblest of modem 
environmental and health concerns. These 
are sketched out in minute derail with the 
careful observing eye of the diligent 
ethnographer and will no doubt be useful 
to those interested in the technicalities of 
sustainable agriculture. 

Since the book has a well cbalkod-out 
political agenda (firmly entrenched in the 
environmental movements) it manages to 
sustain an interest for the reader. However, 
as Hardiman has pointed out, this it 
countered by a language which often fails 
to do justice to its complex subject matter 
and often distracts the reader with broad 
generalisations. One major grievance which 
Pereira shares with many others within the 
environmental movement* is that the west 
objectified nature and then proceeded to 
ravage it. However, the deification of nature, 
which one often comes across in his writings 
(usually projected onto the myths of tribal*), 
is still part of the same objectification. One 
wonders if it is possible to articulate his 
concerns in a language which is not so 
dismissive of one half of humankind and 
then looks for areas of innocence in other. 
Surely, the forces of injustice and oppression 
are not so easily classified? 
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SPECIAL ARTICLES 


Whither India’s Environment? 

J Mohan Rao 

Orthodox economics has traditionally focused on the efficiency of resource allocation and avoided discomfiting questions 
concerning both the social equity of economic outcomes and their ecological entailments. This paper elaborates the nexus 
among economy, ecology and equity, using India as a case study. Key areas of the environment are surveyed and lines 
of causality between various economic factors and environmental degradation are analysed. In a companion paper, to 
appear later, alternative economic policies, directed at the fulfilment of basic needs and environmental protection, are 
explored. 


I 

Economy, Ecology and Eqntty 

ORTHODOX economic* bas traditionally 
focused' on the efficiency of resource 
allocation and avoided discomforting 
questions concerning both the social equity 
of economic outcomes and their ecological 
entailments. Distributive issues are held at 
hay by assuming the feasibility of unrestricted 
lump sum transfers - the separation postu¬ 
late. Environmental concerns are elided with 
the twin assumptions of free disposal and 
superabundant natural resources. These 
assumptions allow full play to the market- 
based price calculus to assure economic 
efficiency. Buttressed by faith in clastic 
technical substitution between produced and 
natural resources, that calculus may he 
suitably elaborated to account for exhausti¬ 
ble resources. Where the source and sink 
functions of renewable resources cannot be 
privately appropriated, a benign state is 
invoked to guide the invisible hand with 
optimal price corrections that serve to 
internalise the cxtcmalilicx - the inter¬ 
nalisation postulate. 1 

To argue that observed ecological 
degradation poses a serious threat to business 
as usual is to argue one (or both) of two 
things. First, ecologically destructive 
economic activities arc inefficient not merely 
because of the resulting resource mis- 
al location but also because of the (excessive) 
scale of activity levels-excessive in relation 
to the limited availability of natural capital 
when the latter is complementary to hum an- 
made capital |Foy and Daly 1989] , Second, 
even if resources are efficiently allocated 
and activity levels within the hounds defined 
by natural resources, “a skewed distribution 
of resources may still be an underlying cause 
of environmental degradation" [Metros 
1991. p 39). The second argument directly 
denies the realism of the separation postu late. 
In doing so. itjoms along line of alternatives 
to orthodox economics. Both arguments can 
also be used, especially for tbccircumxtances 
of poor countries, to question the substantive 
scope for internalisation using traditional 
tooia of policy ■ Note however that scale and 
distribution ve scarcely independent of each 


other, e g, population growth may be related 
to the incidence of absolute poverty just as 
the treadmill of consumerism may be driven 
by relative incomes. 

Whereas unresolved environmental 
problems typically manifest themselves as 
co-ordination failures, appearances are apt 
to be deceptive. Successful co-ordination 
hinges on the political configuration of 
interests in the activities that degrade the 
environment and on the policy instruments 
available. But the feasible set of policy 
instruments is itself constrained by the 
institutional structure of the economy. It is 
therefore difficult if not impossible in practice 
to separate co-ordination failures from a 
skewed distribution of wealth and power. 
The fact that state policies are endogenous 
to the economic system (and hence, at least 
in pan. a function of the forces determining 
scale and distribution) implies that the con¬ 
trollability of natural resources is as much, 
if not more, a problem of designing sensible 
institutional solutions that command 
acceptance as of getting Pigouvian taxes 
right. Especially in poor countries, price 
instruments appear to be as insufficient to 
the laskof internalisation of externalities as 
they demonstrably are in assuring the 
fulfilment of basic needs of large numbers 
of people. 1 

This paper elaborates the nuanced but by 
no means neat nexus among economy, 
ecology and equity outlined above using 
India as a case study. It is arranged in two 
parts. The objective in part one is to inquire 
into the causal inter-connections between 
economic growth and major areas of concern 
relating to India's environment that have 
emerged over the pas t dec ade or two. To thi s 
end. section two survey* the state of key 
area* of the environment - land and forest*, 
water for irrigation and elements of the I iving 
environment including the quality and 
quantity of water, the disposal of wastes and 
energy use. In section three, we analyse 
several inter-connected line* of causality 
between dm scale of population and income, 
absolute poverty, technological choices and 
inequalities of income, wealth and power on 
the one hand, and cnvircxtmcatal degradation 
on the other. Feedbacks from environmental 


losses to the economy are addressed in this 
section. 

Though selective and exploratory, the 
analysis h sufficiently macroscopic to serve 
ax the groundwork for examining alternative 
economic strategies. This task is pursued in 
a companion paper to be published later. The 
next paper will briefly consider the changes 
in economic policy initiated under the 
structural adjustment programme (SAP) and 
tbeir portents for India’s ecology, and 
construct a case for an alternative to SAP 
- needs-oriented economic and ecological 
development or NEED - which directs 
economic reforms explicitly to the fulfitment 
of basic needs, employment expansion and 
to a measure of environmental restoration 
and protection. Priorities under NEED will 
be specified at least in broad terms and de¬ 
fended. central issues connected with imple¬ 
menting the strategy are raised, and an appnv 
priate division of labour between states, 
markets and local communities defined. 
With a focus on investment allocation* 
suitable to NEED, the paper concludes with 
aprcliminary sketch ofthcmacro-ccanomk 
requirements and implications of NEED. 

11 

Development and Degradation 

Until a century ago. India's natural 
resources-cultivable lands, forests, grazing 
lands and minerals not to mention clean air 
and clean water - were far more abundant 
than they presently are. Population was but 
a quarter of what it is today and 
Conventionally reckoned per capita income 
was probably about half its current level. 
The accessibility of some of this abundance 
permitted the bulk of the population to meet 
its basic requirements of fuel and housing 
materials, as also inputs such as fodder, 
animal dung and artisanal materials, by 
expending labour alone [Singh l986.Gadgil 
and Guha 1992). Although the control of 
much cultivable 1 and. credit and state office* 
was indeed concentrated, a sizeable pari of 
the population met even its food needs by 
an assortment of activities including fishing, 
gathering, hunting, cattle grazing sodduftiag 
cultivation. 
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From 186S onward, the colonial regime 
enacted a aerie* of laws converting a great 
deal of common lands, all water source* and 
much of the forested area into state property. 3 
This served to raise die revenues that fin¬ 
anced the empire and fuelled the ongoing 
industrialisation of Britain with raw 
materials. The regime continued with little 
modification after independence but its 
benefits have been very unequally 
distributed. Resources that were not simply 
usurped by those with the private or public 
clout passed formally into state ownership. 
However, state property and monopoly have 
provided a convenient cover for priv ate and 
privileged appropriation. To be sure, the 
independent state also ushered in an era of 
planned development from 1951 with 
massive investments in infrastructure. As a 
result, real GDP grew 360 per cent between 
1951 and 1993. With population growing 
by 144 per cent, per capita GDP rose by 87 
percent over the same period. 4 This entailed 
an enormous extension and intensification 
of natural resource extraction, resource 
degradation and pollution. 

This section documents salient aspects of 
natural resource use and its impact on ecology 
treating underlying .causes in general 
economic terms. The following section takes 
up specific issues of causality linking growth, 
distribution and ecology paying particular 
attention to the institutional environment. 

Land 

Two-thirds of the workforce continue to 
derive their livelihood and many of their 
basic requirements from the primary sector. 
The slow growth of non-agricultural 
employment has not relieved population 
pressure on the land; the land frontier itself 
has long since run out As a result vast areas 
of semi-arid and fragile soils have been 
brought under the plough and close to 60 
per cent of agricultural land is degraded to 
varying degrees {Government of India 
1992b). 

Quite apart from the natural action of 
water and wind, land degradation is the 
result of intense biotic pressure on forests, 
waterlogging and salinisation traceable to 
deforestation and improper management of 
irrigation, and soil erosion caused by 
inadequate investment in soil and water 
xmservation activities. At 16.35 tonnes per 
hectare a yew. India ban an alarmingly high 
rate of soil erosion [Goel and Prasad 1993), 
Satellite imagery showed only 64 million 
hectares (19 5 per cent of total area) to be 
under forest cover during 1987-89compared 
to a government target of 33 per cent Of 
this, only 7.36 million hectares are fogest* 
with adequate crown cover. Between 1987 
and 1989. squarter million hectare* of fore* L* 

woe lost (SPWD 1991).* 

According to the National Commission 
or Agriculture, some 6 million hectares of 
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agricultural land suffer from waterlogging 
and another 7 million hectares from soil 
salinity and alkalinity. These account for a 
quarter of irrigated lands (or one-eleventh 
of cultivated lands). Areas prone to floods 
arc estimated to be 18 per cent of the total 
and to have grown at over 4 per cent per 
annum since the late 1960s, perhaps reflect¬ 
ing the combined effects of land exten¬ 
sion. intensification and deforestation [CSE 
1987). 

Despite rising water and input intensity, 
land-use patterns and techniques account for 
the very low agricultural yields. Similarly, 
two-thirds of land classified as non- 
agricullunl consists of denuded forests and 
land with very low useful yield Indian forests 
too suffer from productivity levels that are 
only a third of the world average fSPWD 
1991). The growing pressure on land and 
forest resources described above produces 
increasing burdens on rural people, 
particularly the poor. In the more threatened 
ecosystems, this may be legitimately 
described as a subsistence crisis, an important 
manifestation of which is the rapid decline 
in common property resources (CPRs). 
including grazing and forest lands and water 
courses. CPRs are especially important in 
supporting subsistence fanning via the 
sustenance provided to farm animals. Yet. 
over the past four decades CPR area declined 
between 30 per cent and 50 per cent even 
as tbeiryields were strained by the doubling 
of population." 

Apart from such locaieffects.deforestation 
and overgrazing also impose serious off-site 
losses. Silt load* in rivers and the rate of 
siltation of artificial reservoirs are much 
above expectations [Buch 1992).The above- 
noted expansion in estimated flood-prone 
area is a related outcome. There is also 
evidence for micro-climatic effects flowing 
from deforestation (CSE 1987). 

While no one doubts that economic and 
population growth are responsible for land 
and forest degradation, the apportionment 
of blame along .the rural-urban axis has 
attracted controversy. On the rural side, the 
chief villain is the severe competition for 
land to meet food, fodder, fertiliser and 
fuelwood requirements. The growth of the 
cattle population has remained highly 
complementary to the growth of crop 
cultivation (arid of human population). 
Animal* provide dung-fertiliser and draft 
power forcuitivat km, dung-fuel for cooking 
and dairy and meat products for direct 
consumption. With only one-fortietb of the 
world's land, India support* more than half 
the world '* buffaloes and o^cr a seventh of 
the world'scattle and goat populations (CSE 
I987J. 

Growth can alleviate (his conflict - as crop 
residue* increase with higher agricultural 
yields, cattle can be fed better and larger 
quantities ofdung caa be produced. Whether 


it will actually do »©, however, depends on 
asset distribution as well. Within regfcuw, 
peasants hang on to their tiny botdiags and 
stocks fra warn of any other form of economic 
security. Together with the breakdown of 
the social regulation of commons, (hit 
explains tbe excessive rate of stocking from 
the social standpoint {Moore 1974]. The 
situation is compounded by a hiatus, both 
within and across agro-climatic zones, 
between the distribution of gains in crop 
residues and tbe distributkmof animal owner¬ 
ship. Though crop residues account for 60 
per cent of fodder consumed on avenge 
{Goldemberg et at 1988), pastures are 
probably far more important for tbe worse 
off cattle-holders and regions. 

The food-fodder conflict hat also led to 
encroachment of adjacent forest areas by 
cultivation and grazing. In many areas, the 
decline of CPRs hat increased the weight 
of forest produce as a sourceofsupplementaiy 
income for poor and marginal cultivator* 
and labourers. Fuelwood supplies 46 per 
cent of household energy. 70 per cent and 
50 percent respectively for rural and urban 
households {Government of India 1992a). 
According to one estimate, fuelwood 
consumption is 162 million tonnes but a 
large portion may be unaccounted for{Warld 
Bank 1993]. A consolidation of village 
samplesurveys suggests that rural fuelwood 
consumption may be as high as 252million 
tonnes a year [TERI1993). Notwithstanding 
these wide differences in estimated rural 
consumption, estimates of non-fuclwood 
demand rarely exceed 10 per cent of total 
wood demand. This has prompted the 
contention that deforestation in India today 
is chiefly a consequence of demographic 
growth |Buch 1992:112). 

This view is far from being unconlestcd. 
While rural consumption of firewood is tbe 
major share, much of it is in the form of twigs 
and leaves rather than logs - the actual felling 
of trees for rural use is not acommon practice 
(Rao and Srivastava 1992). True 
deforestation is blamed on other causes such 
as agricultural encroachment, overgrazing, 
development project* and commercial 
logging beyond regeneration rales, not all 
of which are driven by population growth. 

It is also contended that tbe pernicious 
influence of the non-subsistence wish) 
economy may not be captured by its apparent 
weight in total consumption. The commercial 
sector includes indiattrial demands for timber 
and pulp and f ue! wood (or urban consumers. 

These arc thought to dominate the entire 
system of forest management The resulting 

“alienation ofiocal users results in destnietksi 

of forests in a variety of way*" [Bajaj 
1992:239). The collusion of forest officials 
(90 per cent of all forest areas it state 
owned) and commercial interests is known 
to support much pilferage which remains 
unaccounted far. Though local rather than 
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industrial users have * stronger stake in 
nutetaiaing fbreat yields, sucbpilfcragc also 
provokes subsistence users to lose their 
interest in regeneration. In shod, the growing 
commercial demand baa a corrosive effect 
on attitudes and institutions in ibesabKistenoe 
economy. 

Government has promoted a variety of 
afforestation and regeneration programmes. 
Whereas government strategy until the 1970s 
focused on quick growing species and 
maximising timber outturn to meet heavily 
subsidised industrial demands, the new 
forestry strategy of 1988 aims to supply 
industrial demands from farm forestry and 
subsistence needs from social forestry. The 
rapid growth of farm forestry beginning in 
the 1980s. though heralded as a resounding 
success, turned out to be otherwise. The 
planting of trees, particularly of eucalyptus, 
was adopted mostly by better-off farmers in 
Gujarat and in the north-western states, as 
an escape from declining agricultural returns 
due to falling prices, rising labour costs or 
labour management problems [Saxcna 19921- 
But when prices fell by 80 to 90 per cent 
in 1987, many decided to cut tbeir losses 
by returning to farming. 

Apart from the hog-cycle characterof this 
episode, there may also be long-term factors 
that do not augur well for farm forestry. The 
dominance of bead-loaders and own-account 
gatherers (itself a reflection of the 
aforementioned crisis of subsistence) in 
woodfucl production means that farm forestry 
for fuclwood markets is not viable: what is 
more, fanners who have the wherewithal to 
go in for farm forestry arc in ureas far re moved 
from the major region* of woodfucl shortage 
or even of the non-fuel wood consuming 
centres in the south fSaxcna 1992). 

Government efforts in the past to conserve 
soil appear to have been even less successful 
than its efforts at forest conservation - f aimers 
have in many cases failed to adopt 
recommended practices or not maintained 
investments installed by the government 
fVaidyanathan 19911. While it may he 
understandable that farmers ignore off-sitc 
losses due to soil erosion, their reluctance 
to undertake investments to control on-sitc 
losses should he a cause for surprise. 
However, individual farmers are often held 
back from the latter investments by tcnunal 
insecurity, insufficient knowledge, credit 
constraints and low risk-hearing capacity 
[Kerr and Sanghi 1992). Another important 
consideration arises from (he fact thaterwkw 
control measures are often subject to scale 
economies and require co-ordinated action 
on the part of many cultivators sharing a 
watershed. Dryland cultivators arc 
particularly sensitive about the existing 
demarcation of property lines hy bund* and. 
where they are heterogeneous, strongly 
reluctant to co-operate. Therefore, 
govemmenteffoiu to persuade them to accept 


contour bunding. Which distributes benefits 
and costs unequally among the pre-existing 
ownership parcels, have largely failed. 

WaTBR 

Tapping water resources critical to 
production and consumption alike is 
increasingly faced with physical, economic 
and social constraints. The average annual 
availability of water per capita has declined 
from 5.236 cubic metres in 1951 to only 
2,227 metre* in 1991. Should even an opti¬ 
mistic population projection (Government 
of India 1992a) be realised, this will decline 
further to only 1,555 cubic metres by the 
year 2.013 metres [Chitale 1992). Even if 
this level of^water supply should prove 
sufficient in the aggregate, the enormous 
regional variations in water availability will 
pose serious problems of water distribution 
or population location index acerbate already 
prevalent socio-political conflict. 1 

Despite much faster expected growth in 
water demand for energy and industry 
through the year2025 compared to irrigation, 
the latter will still account for 73 per cent 
of water usccompared to 83 percent presently 
(Chilalc 1992). Present u.se represents about 
40 per cent of the total water utilisahle for 
irrigation (45 percent of surface water has 
been utilised and 33per cent of groundwater) 
The irrigable land area (gross) potential 
created by investments to date is about 80 
million hectares (mh). growing at the 
compound rate of 3.3 per cent from 1950. 
A careful recasting of previous projection 
exercises shows that (he ultimate irrigable 
potential is 101 mh which is 89 per cent of 
theofficial estimate IChopra and Sen 1992]. 
With a reasonable a liowance of 2600calories 
per capita daily, the stationary population 
(of 1.7 billion) would need 474 million 
tonnes (ml) of Itxxlgrains. With the irrigation 
potential fully utilised, current actual average 
yields will produce only 258 mt. Should 
yields rise tocurrently prevalent best practice 
levels, potential output rises to a level that 
will meet demands at today's levels of 
foodgrain availability per capita. With anse 
in yields in the best values achieved currently 
on irrigated experimental farms (and a 
proportionate rise in rainfed land yields), 
production will rise to 631 mt which is well 
above the requirement of474mt noted above. 

However, these projections of product ion 
potential are based on irrigable area and 
make no allowance for additional water 
demands that rising yields will imply. Chopra 
and Sen show that, given current water-use 
practices, water will be the effective 
constraint, not land. The calculated water 
deficit in the various yield scenarios ranges 
from 21 per cent to 63 per cent. Apart from 
the stringent requirements for on-farm and 
off-farm improvements in water use 
efficiency to meet future food needs.* rising 


investment coats and growing off-sit 
environmental problems are also of cnormoc 
concern. In major irrigation, the scope f< 
run-of-thc-rivcr projects has been virtual! 
exhausted so storage dams will continue 
be important: inter basin transfers also appe 
to be inevitable. Decreasing returns due 
ground water overexploitation have require 
progressive deepening ofwells with attend* 
increases in costs. Off-sitc losses due 
deforestation, soil erosion as also increasi 
rates of sitlation of reservoirs and growin 
cost* of rehabilitating displaced persons hat 
led some critics to comprehend velycoodeo 
irrigation development in the country 
essentially uneconomic and environmental 
unsound |Amte 1990). 

Habitat 

The system of production alxo affects th 
living environment/babitat of pcop 
directly - the water they drink, the air the 
breathe and the physical amenities(cookin 
fuel, housing, sanitation, energy and tnnspo 
forms) they use to live and work. There si 
consequent effects on people's health an 
survival chances, which then feed back c 
the production system. These effects may 1 
cxpectcd to he particularly severe given tl 
widespread poverty m India and the kr 
level of fulfilment of such basic needs r 
food, water, sanitation, health services an 
housing. Poverty simply put* prival 
solutions to environmental problem* oot< 
the reach of most people. The low rale * 
literacy also implies that many people at 
unaware of the ways in which environment] 
conditions affect thcirlivc* and of the socii 
means by which they might seek rodresi 

Over two-thirds of all drinking water 
obtained from surface sources such as river 
lakes, pond* and open wells. About 80 pi 
cent of the population does nol have actc 
to safe drinking water. Some 1.75.00 
village* still are wv.houipeiabfe water(YC 
1993). “The urban poor too suffer from 
particular lack of access to drinking waft 
with only a third or so having safe acce 
[Sivaramakrishnan 1993. volume 1). 
consequence, the poor must take resort 
polluted surface sources. In most of urbi 
India, intermittent supply is a pentiste 
problem. Over a quarter of water reman 
unaccounted form many fewvn*. Water tarifl 
including for industrial uses, well belo 
costs mean that conservation and recycth 
incentives are weak. 

Apart from availability iUe 
overexploitation of groundwater » 
pollution <>t surface source* are the k 
p ro b lem s. Seventy per cent of surface wa 
is senously polluted |YCP 1993) primar 
because industrial eftiuenu andsewage wa 
remain largely untreated before He* 
discharged into waterways The rising ski 
of industrial water demands m urban are 
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does not portend woli far waiter source*. In 
runi areas, the growth of groundwater 
irrigation is posing an increasing threat to 
them [Ramachandnn 1990).* 

Over a third of India’s urban population 
live in slums. Land values areextraordinarily 
high and living conditions accordingly worse 
in the million-plus cities whose number has 
grown from just one in 1901 to 23 in 1991. 
Even as housing for the poor is squeezed 
by rising land values, congestion and 
transport externalities increase apace. 
Legislative action, in the form of the 1973 
Urban Land Ceilings Act, seeks to prevent 
land concentration and price escalation. But 
the slow appeal process has tendered the 
physical takeover of land (by 1987)only 2.3 
per cent of a total of 1,66.000 hectares 
declared to be in excess of ceilings [ESCAP 
1993]. About three-quarters of urban 
households are without adequate sanitation. 
Only 15 percent of them have private toilets 
and 60 per cent resort to open defecation. 
Less than half of waste water is collected 
of which less than half is treated at ail. 
Although garbage generated is relatively 
low (between 350 gtns and 500 gins per 
capita), garbage collection varies between 
20 per cent and 96 per cent. The occasional 
sanitary landfills apart, open dumping in 
low-lying areas is the norm. Problems of 
rural pollution of air. soil and water have 
not reached the scales attained in urban 
India. Garbage tends to be recycled as 
compost and effluents are absorbed by the 
soil. Leaching of chemical fertilisers, 
pollution by industrial effluents or pesticides 
have not (yet) reached insuperable levels. 

Water and sanitation related illnesses such 
as cholera, dysentery and gastroenteritis 
accounted fra* about 60 percent of all urban 
deaths (Sivaramakrishnan 1993. volume 2] 
and. presumably, a similarly high proportion 
of total morbidity. Conversely, studies have 
shown that improved access to clean water 
and improved sanitary hahits contribute 
substantially to a reduction in the incidence 
of various diseases among children. 

Air pollution in the bigger cities is a 
growing hazard to health and comfort. 
Increasing rates of respiratory illnesses 
especially among children have been 
recorded forcities such ax Delhi. In the four 
metropolitan cities, suspended particulate 
mattcr(SPM) is 360mg/cm compared to the 
WHO standard of 150. Apart from SPM. the 
xdlution toad due to industrial emissions 
and vehicular exhaust is also growing. 
Aftboughcffluent stand aids for 23 industries 
and emiaaion standards for 21 industries 
have been set as part of the MIN AS (minimum 
national standards) programme, enforcemcn t 
has proved difficult, dilatory and litigious 
and relocation of non-compliant firms often 
impassible [Stvaramakrishnan 1993, volume 
}. Due to then more dated technologies, the 
existence of scale economies in pollution 


control and the greater difficulties of 
regulatory monitoring and enforcement, 
small firms probably generate mare pollution 
per unit of output than do large firm*. 1 * 

For the vast majority of Indians, 
particularly the poor, indoor air pollution 
due to smoke and fumes from the burning 
of biomass (wood, agricultural residues and 
dung) chiefly for cooking is the premier 
hazard. Women and children ore most 
exposed to it What is more, women and 
children in rural areas are compelled to spend 
many hours in collecting biomass which 
provides 87 per cent of all cooking fuels 
(Government of India 1992b]. The growing 
shortage of biomass is raising the effective 
cost of using it but it is less unaffordable 
than the alternatives. Althougiyriomaxs fuels 
provide nearly 34 per cent of prim ary energy 
and 70-90 per cent of household energy, 
these are lowefficiency fuels [IGIDR1992], 
The poor cannot afford the initial investment 
costs of LPG and other alternatives. As a 
result, the effective energy cost to the poor 
can be twice as high that for the rich. 

m 

Poverty, Population and 
Political Economy 

Enough has been said in the preceding 
section to suggest that economic growth has 
been accompanied by growing environ¬ 
mental degradation which, in turn, is 
restricting options in both production and 
ijving conditions. Economic scale, techno¬ 
logical and organisational choices and social 
equity are all implicated in economy- 
environment linkages. The task of this section 
is to examine analytically the causal 
influences of scale, substitution and 
distribution on the environment. 

Scale 

Tile uncertain future costs of unrestrained 
global expansion (particularly from GHOs 
and CFCx) ha ve prompted many concerned 
observers to call for slowing the pace of 
economic growth. While the south points its 
finger at the north ’ s profligate per capita use 
of natural resources and sinks, the north 
readily blames continuing rapid growth of 
population in the south. Oiff present concern, 
however, is whether and if so, bow. the 
deteriorating environment in India is related 
to the scale of economic activity defined by 
the product of two factors: population and 
income per capita (as conventionally 
measured). 

Three successive censuses (the latest in 
1991) have frustrated the Slopes and 
expectations oflodia’xplat>ncrx(aadcli(cx). 
The rate of population growth has reached 
a plateau at about 2.1 per cent over the post 
three decades, (t fell but marginally from 
2.22 per cent in the 1970s to 2.11 per cent 
in the 1980s. There are also large inter-state 


variation* in growth tttm with tire a aut fcg u 
states (especially Kerala) making brisk 
progress along the path of demographic 
transition and many northern states moving 
sluggishly. A question mark therefore hangs 
over the government’s optimistic forecast of 
1.62 per cent compound Shnual growth rate 
of population through2007 (Governmentof 
India 1992a). 

Nor is this situation due to a want of 
trying, after a fashion, on the government’s 
part Population planning has been dominated 
by the 'supply-side* view with its focus on 
reproductive biology control, supplies of 
contraceptive technology and a 
bureaucratised top-down method of 
dissemination and target-setting with little 
attempt to grapple with the socio-economic 
determinants of demand for the same (Antis 
1992]. 

The projected growth rale of food grain 
requirement (between 1997-2007) is 3.13 
per cent due. about evenly, to population 
growth and per capita income gains 
[Government of India 1992a:3l|. With 
business conducted more or less as usual, 
the supply of land, watcr.fr iomass and forex tx 
per capita will be cut by more tliiun a fifth 
by 2007 even at the officially projected 
growth rate of population. A strained supply 
and rising prices of food are known to have 
adversely affected economic growth, for 
example in the period 1965-1979. On the 
other bund, over the long haul, a high rate 
of population growth due to a high fertility 
rale is not associated with low economic 
growth (in India's case, the correlation is 
actually negative over the past century). 
Although there are thus arguments going 
both ways linking population and growth, 
and even if the rosy expectations of 
population and/or technology enthusiasts 
(such as Julian Simon) were to be realised 
eventually, the accumulated backfog of 
unmet human needs anti of unrepaired 
environmental damage is simply too large 
for a neutral observer to share in this 
optimism, at least for the foreseeable future. 

It is the poor, moreover, who bear the 
brunt of this (at least temporarily) imbalance 
between resources and numbers. There is 
overwhelming evidence for India as for other 
countries that the poor suffer 
disproportionately from pollution - eg, 
indoor and outdoor air pollution, incidence 
of water-borne illnesses and mortality 
[Anderson 1992)-and from the rising scarcity 
of fodder, f uel wood, water and other natural 
resources crucial to their livelihoods and 
living. Productivity losses are incurred not 
only on account of iU-hcallb but also due 
to the time aod energy lost in securing water, 
fuel and fodder and tn the erosion of fisheries 
and soils. 

Poverty and environmental degradation 
appear to be closely associated (through the 
imperatives of food, fuel and fodder 
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production) and (0 are poverty and 
population gwwth (doe to fajlin| labour 
toooroc* or i a c r catcd risks of destitution) , 11 
Poverty.asm^povertyU the worstpotiutanT, 
ii blamed fat both. To the lew charitably 
inclined, the reproductive and productive 
proclivities of the poor border on the 
unpatriotic, If not pathological. Yet, other* 
see poor people a* labouring (and inventing) 
under high rate* of pure time preference 

(FTP). 

To infer high ralea of PTP from 
environmental degradation linked to the 
production or consumption activity of poor 
people with negligible prospects of 
consumption growth i* to suppose that 
preferences arc freely revealed by action*. 
But with scarce employment opportunities, 
the discountrate apparently revealed by the 
poor is not independent of environmental 
degradation - their actions are forced, not 
free [Markandaya and Pearce 1988; 
Kanhenas 1992). With respect to family 
size, the now-conventional wisdom holds 
that the poor have more children because 
children bring in income from an early age 
(or help in labourious subsistence activities 
such as fetching water or fueiwood). But it 
is probable that children are a net drain on 
the family pot at least till age five or six; 
with plausible discount rates (particularly 
the high rates the poor allegedly have), 
children must lower, not raise, expected 
incomes. It is not because children can he 
used as workers that they are produced. It 
is because they are produced that children 
are used ax workers. For the poor, insofar 
as material motives matter, children help 
reduce the risk of destitution. 11 It is (he 
middle class that has a ‘standard of living' 
to protect by adopting a small family sire. 
It is only when incomes rise enough to 
reduce the burden of insecurity that the 
standard of living becomes thejclevant object 
of choice. 

Turning to the income dimens ion of scale, 
the view may be advanced that the present 
state of the environment is the result not of 
excessive but insufficient economic growth. 
First, cross-national regressions suggest an 
inverted U-shaped relationship between per 
capita income and the dimensions of 
degradation that are presently the most 
worrisome in India - drinking water, 
sanitation, indoor pollution, and even water 
and air pollution fShafik andBandyupadhyay 
1992). Second, on other dimensions too. 
such as eroding soils, vanishing forest* or 
depleting water resources, there is s 
seemingly vast potential for increasing soil, 
forest and water yields. It is economic 
backwardness and low incomes that limit 
capital accumulation that can absorb the 
rokvamtechoologiea.Thinl.even population 
growth will decelerate with rising incomes. 

Moat people would gladly ignore or at 
least post p one dealing with elements of 


environmental quality that are discordant 
with the goal of raising incomes simply 
because the latter has other, far more 
compelling reasons on its side, e g, meeting 
basic needs such as nutrition or health. 11 
While it makes sense to consider income 
stabilisation options in the rich countries, 
this is hardly possible in (be poor nations. 
In India, even the pcrcapita daily availability 
of calories is only 2,100 compared to the 
required 2.300 (and China’s 2700): the 
bottom 20 per cent consume only 1.500 
calories which is not much above the ‘body- 
and-soul’ minimum level. It is unsurprising 
that many in India today, including 
government officials that this author met 
(barring those in the ministry of environment 
and forests), regard the environmental lobby 
as a child of northern conspiracy and northern 
funding. 

Though the above arguments for pcrcapita 
income growth are compelling, they are 
insufficient guides for choices that must be 
made.'Nor do they capture the whole of the 
economy-ecology link. Firxt. there is 
accumulating evidence to suggest that the 
growth of per capita income has been 
accompanied by marginal isaiion of a sizable 
part of the population and of particular 
regions which is not merely inequitable hut 
threatens to frustrate the realisation of the 
growth potential. Second, a focus on per 
capita income diverts attention from the 
possibilities of raising net welfare by 
repairing the environment.Third, no account 
is taken of the deleterious feedback effects 
of a deteriorating stock of natural capital on 
income growth itself (this is considered 
below) 

Poverty cannot be separated from equity, 
nor is population growth, as already argued, 
independent of poverty. 14 While unpriced or 
inadequately priced natural resources may 
well account for a larger fraction of Ihe 
consumption of the poor, it is far from obvious 
that the absolute value of such resources 
consumed is greater among the poor than 
among the rich. As much as the poor directly 
dependent on natural capital for production 
may. under distress, undermine that capital 
in short order, conversely, when their basic 
security is assured, they can contribute 
measurably to its maintenance both by 
reduced numbers and enhanced possibilities 
for its refurbishment. Poverty, therefore, 
may not be (he worat pollutant: but 
development (not growth per se) is surely 
the best contraceptive. 

SiunTtmow 

For any given scale, there are patterns of 
resource use (hat are less damaging to the 
environment than others. Such patients will 
involve a complex of determinants and 
choice* including technology, production 
organisation, monitoring and management 
institutioDS, and valuations whether through 


maritets or otherwise. Wenow examine si xne 
important instances of choices that have 
been taken in India, in irrigation, energy and 
forestry, and their unpacton the environment. 

A significant issue in the controversy over 
(large) dams are die externalities generated 
in water management ranging from 
deforestation through submergence of forest* 
(this accounts for5 per cent of the total forest 
cover lost since independence) to the 
problems of rehabilitating those ousted from 
the dam site. Conversely, it has been argued 
that minor irrigation has decisive advantages; 
in.tenn* of raising land productivity, water 
utilisation, speed of installation, flexibility 
through local participation and lower 
leakages of funds, in addition to reduced 
environmental threats and investment costs 
per hectare that are believed to be less than 
a quarter of those for surface works. 

But it appears all but infeasible that minor 
irrigation alone can cany the load of India's 
glowing food requirements. We have seen 
that water, more than land, is the constraint 
on agricultural potential, but $4 percent of 
the unexploited irrig ation potential is in the 
surface option. Large storages and transfers 
arc also necessary for the 35 per cent of the 
land area that is drought prone, for mega 
cities such as Delhi and Madras and for 
water-intensive industries such as thermal 
and nuclear power plants. Only a fifth of the 
total hydro-electric potential remains in run- 
of-the-river and small hydro projects |Goel 
1993). 

Besides, there are significant 
complementer]. xs between the two types of 
iirigation both within and across different 
regions. The conjunctive use of surface and 
groundwater together w ith drainage has cut 
the waterlogged area in the Punjab from 
1.057 mb to0.2 mh |Coel and lYasad I993|. 
Externalities, including those arising from 
the unequal distribution of benefits, obtain 
regardless of whether local or centralised 
schemes are under consideration. Small 
storages may end up submerging a larger 
area and displacing more people per unit of 
irrigation (this being one of many 
controversial claims made in favour of large 
dams); they are more vulnerable to droughts 
and to losses by evaporation. 

Planners must hear a major pat of the 
biame for the growing campaign to ban large 
dams and reservoirs as in the disputes ovtr 
the Narmada project* | Dbawsn 1989) Not 
only has there been an unwillingness to 
engage in open dialogue and an aversion to 
sharing information from feasibility and 
hcncfrt/cost studies, but u would also appear 
that there has been a systematic tendency to 
under- fund the nun-engineering el ements of 
the projects. Marc important, technocrat* 
arc wedded to traditional approaches to 
iirigation and have resisted proposals for a 
radical rethinking of the hastes of irrigation 
plans, e g. a proposal to consider a highly 
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decentralised design or a conjunctive use of 
centralised and decentralised designs in the 
Narmada project. This inertia appears already 
to have forced larger economic and 
environmental costs than necessary. 

In the energy sphere, business as usual has 
largely remainedasupply-oriented approach. 
At present, kerosene is subsidised and 
rationed among the urban and rural poor, 
who use it for lighting and cooking. This 
has had to he coupled with a subsidy on 
diesel which is mostly used in transport and 
for which kerosene is a close (but even more 
polluting) substitute. The consequence is 
that the freight mix has shifted rapidly 
towards road transport which is substantially 
less fuel-efficient than rail. According to 
Goldcmberg ct al (1988), a major shift of 
freight traffic to rail will produce a saving 
of60-70percent in total diesel consumption 
in the year 2000: and of short-distance 
passenger traffic to buses (from rail) will 
produce a further *> percent saving. Kerosene 
for lighting can be wholly displaced by 
electrifying all homes, thus permitting the 
de-coupling of diesel and kerosene prices. 
Raising the price of diese 1 wou Id then induce 
the shifts that are so obviously desirable. 
Unfortunately, electric lighting in rural 
households has progressed far more slowly 
than has village electrification. 

The government has taken some steps in 
the direction of exploiting biomass energy 
resources in a renewable manner through its 
programmes for technological upgradation 
of end-use devices. Besides releasing primary 
energy sources for other uses, these are 
expected to hring improvements in the quality 
oflife. In the case of biogas plants, successful 
substitution depends on community co¬ 
operation in providing community sheds for 
cattle, common access and benefits. But 
success also demands adequate cattle stock, 
fodder and water. Areas deficient in water 
and fodder supplies also suffer fuelwood 
scarcity and forest degradation. Where 
adequate water and fishier are available, 
fuelwood is usually not a problem. In the 
latter ateax. biogas serves to increase the 
returns to dungbut does little to save forests: 
in the former, biogas conversion is not 
particularly feasible. Hence, both the 
possibilities of substitution in this sphere 
and. where feasible, the benefits therefrom 
are limited. Technologies such as biogas 
plants, improved chulhax. etc. “can never 
play a major role in increasing cooking 
energy supply... The only major way to meet 
cooking energy shortages is to plant trees 
on a massive scale" [Agarwai and Narain 
1989: v). But it should be noted that the issue 
cannot be separated from the production 
potential of each ecosystem: the varied 
patterns of agrkuhural/biomasx productivity 
now prevalent ought not to be assumed 
immutable in any overall strategy of rural 
and agricultural development. 


Apart from substitution at the end-use 
level, major issues of choice are confronted 
in the management of biomass sources. One 
option is simply to call a halt to additional 
provisioning of timber demand from 
domestic sources. The recently implemented 
policy of liberalised imports, it is claimed, 
will help conserve forests and check prices 
in the timhermarket [ Ashbindu Singh 1992]. 
It is not evident, however, that conservation 
and increased forest yields are in conflict, 
particularly given the potential for raising 
India’s forest yields. 15 Here again, as with 
biogas technologies, short-run options do 
not adequately reflect long-run choices. 

Should people, particularly in arid regions 
and regions exposed to the fuelwood crisis, 
be encouraged to migrate outward (to urban 
areas) to match population with 'carrying 
capacity’? Or should social forestry and 
other measures be undertaken to shore up 
the subsistence economy? If the first, then 
what happens to the urban environment? 
The recent growth rate of smaller towns has 
either been negative or low while the 
proclaimed policy of the government is in 
favour of “a well-co-ordinated strategy for 
promoting development of the small and 
medium towns..." [Government of India 
1992a:IS]. Such a push, it is recognised, 
“implies vastly dispersed infrastructure, 
reach! ng out even to smaller urban and rural 
areas” (p 27). The rural/urban as also the 
intra-urhan distribution of population 
undoubtedly has important implications for 
ecosystems. Whatever the merits of current 
policies, they have not been successfully 
implemented. 

Dkthibition 

In discussing the links between scale and 
the environment, we have already suggested 
that the causal factors underlying 
environmental degeneration may have more 
tod« with the (e)qualily ofthe growth process 
than with growth per xe. Here we wish to 
substantiate that claim directly with respect 
to the distribution of income and wealth. 
Whereas intcr-gencrationa! equity is at the 
core of definitions of 'sustainability'. intra- 
generational inequity in India anchors the 
causes driving ecological degradation. 

Reverse Enclosures'* 

Faced with externalities (whether 
environmental or economic) that fail to be 
co-opcralivcly internalised, the rich often 
resort to roundabout private solutions that 
ultimately make even more demands on the 
environment: the poor, on the other hand, 
are obliged to place more direct demands 
(again private) on the environment. 
Inequality thus worsens environmental 
degradation, both from above and below, 
when co-ordination fails. 1 ’ 

The failure to create efficient public 
transport systems in large cities has met with 


two sort* of response. Those wbocan afl 
it invest in private transportation such a* 
and motorised two-wheelers. The h 
which have grown at the rate of 16 per* 
over the past decade and a half, arc the w 
mode of transport in terms of safety, 
quality and road space efficiency 
passenger-kilometre. Congestion has i 
increased and further increased the rela 
advantage of the private solution creatii 
vicious cycle. Far from countering this tit 
public policy has only reinforced it. Tho 
public transport causes far less pollution 
congestion per unit of service, the 
incidence on bus transport is reported U 
24, 11 and-9 times that on private car 
Bombay. Madras and Delhi, respectr 
(Sivaramakrishnan 1993, volume 1:19].’ 
poor, for their part, have tried to sol ve t 
transportation problem with the only pri 
solution they have, i e. encroaching 
squatting on whatever land there is near t 
places of work. The consequent prolifers 
of slums is a growing source of w 
pollution and of breeding grounds 
parasitic diseases. 

F.videncc was ci ted earlier for the dram, 
depletion (between 30 and 50 per cent 
cornmon property resources (CPRs) over 
paxt four decades What is noteworthy is 
traditional CPK management had collap 
in over 90 per cent of the villages surve 1 
[Jodha 19911. Even in their present at 
CPRs provide the poor a significant si 
of their incomes while wealthier househr 
depend on CPRs for only a minute tract 
of their incomes. At least a part of 
explanation lies in the resort of the riel 
private substitutes for CPR resources - a: 
of‘reversccnclosurc’that paradoxically 
the same pauperising impact on the poo 
did the original enclosures of commr 
F.xamplvs include the substitution 
commercial energy sources for fuelwt 
and stall-feeding of cattle loreplacc graz 
on the commons. 

A particularly vivid case is that of ti 
irrigation. The fall intodcsuctudc ofthe v 
large number of communally construe 
and communally cared for tanks in the Dec 
is directly due to their takeover by mi 
irrigation bureaucracies (which ha vc neit 
the stake nor the wherewithal for tl. 
upkeep) and has been substantially facilita 
by the growth of private sources of irrigat 
and other inputs that sapped the interest >. 
incentive of the hetter-off classes 
landowners in their preservation (Gw 
and Guha 1993:83]. As we shall see be It 
these private solutions add to negat 
externalities. 

Mixed Access Enclosures 

The chief implication of the Coasetheor 
is that the designation of property rights 
a natural resource such as land or a w. 
body serves to internalise externalities wt 


an 
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•l*o ensuring optimal return* to 
complementary private input*. Privatisation 
is thus seen as an efficient solution to many 
sort* of ecological problem*, happily 
resolving the tragedies associated with open 
access. Apart from the fact that property 
rights cannot be assigned in such resources 
as air, there are key instances in nature where 
resources are jointly but not co-extensively 
supplied. If one of these is privatised, it will 
lead to externalities (including resource 
degradation) and sub-optimal returns to the 
privatised inputs. Typically, concentrated 
ownership in the privatised resource will 
worsen these problems. 

Take the case of groundwater which exist,, 
jointly with land. Although land may he 
parcelled out for private access, the 
groundwater remains in open access. In such 
cases, landowners who happen to exploit (he 
water first impose the costs on latecomers. 
Competitive depletion and degradation of 
water also occurs if there is no co-ordination. 
Inequality of landowncnhipmattcrx fortwo 
reasons. First, it typically leads to localised 
water monopolies owing to the impossibility 
of moving the land or the prohibitively high 
cost of moving the water. Second, the first 
mover advantage is typically appropriated 
by the rich who then have no interest in 
ensuring the success of water regulations. 

The massive growth of groundwater 
irrigation, largely under private auspices 
using lubcwcll*. dates from the late 1960s. 
Extraction costs have been rising in many 
areas and so has environmental damage 
|Menon l990;Shah 19931. Whereas spacing 
regulations on tubewells have permitted 
groundwater access to the first entrants 
(seldom tbc poor), depth regulations have 
been routinely evaded. 1 * The combined 
regulations have not only hurt equity hut 
also failed to prevent inefficient over¬ 
exploitation, groundwater depletion and local 
monopoly. In coastal areas, the quality of 
water has also been affected due to saline 
ingress. 

The development of private tubewells has 
paid neither for the positive externalities it 
derives from surface works (from conjunctive 
use) nor for the negative externalities it 
imposes on dugwells and late entrants. It is 
paradoxical that groundwater has been 
undercxploited in the commands of major 
irrigation project*, thus leading to 
waterlogging and salinisalion (Saksena 
1992J. Conjunctive use has been difficult to 
promote in these commands because of the 
extremely low irrigation rates for surface 
water. Interestingly .just as landconccntration 
has permitted inequitable and inefficient 
private access to the common resource via 
private tubewells, the ability to bribe state 
official* bat aimilarly allowed private 
appropriation pf the benefits of public 
tubewells by influencing both their location 
and water rotation schedule*. It is more or 


less a situation of “beads the rich win. tail* 
the poor lo*e”. 

A second key case pertains mainly to 
urban land. Land used, whether fur 
production or habitation, generally involves 
the provision of social overhead capital even 
if the use itself is in private hands. Land 
'development*, therefore, must be viewed** 
a joint product of private inputs and public 
goods. 'Capitalisation* of benefits in the 
form of rising land values is almost always 
duetoovcrheadinvestmcnts|Stanvtt 1992]. 
Rising land values are also often correlated 
with rising bidden externalities (mainly 
transport and congestion costs). If private 
developers are not charged for social 
overheads or taxed for hidden externalities, 
the relevant natural resource will be overused. 
This is a prime cause why neutral, market- 
friendly policies often lead to over- 
concentration in a few urban centres. Free 
market proponents invariably justify such 
concentration on grounds of agglomeration 
economics. But while it is true that the 
private land market will capture these 
economies and capitaliseon them, the related 
externalities will not be so internalised nor 
will all of tbc capital appreciation be 
attributable to the privately produced benefits 
alone. Once again, the concentration of 
private ownershipcieatcs a powerful vested 
interest against successful urban land taxation 
and leads to public squalor. 

Indian planners have, avowedly in the 
interest of social equity, sought to prevent 
landconccntration and the ‘excessive* growth 
of the top rung of the pyramid of cities. 
These regulations may be seen, in light of 
the above conclusions, as instruments 
(howeverblunt) both forcapturing tents due 
to public overhead investments and for 
limiting environmental externalities. Their 
rcgrcttably-poor record doubtless attests to 
the collusion between real estate interests 
and political parties in power. 1 ” 

These illustrations of mixed access 
enclosure pointto a phenomenon of greater 
generality and potency, concentrated private 
property together with the privileged acces* 
to state power that it provides is itself an 
example, probably the most important 
example, of mixed access. The common’ 
resource in question is the coercive apparatus 
of the state itself. Such mixed access leads 
to enclosures for private benefit and to 
(environmental) externalities either by 
undermining state power or by its private 
appropriation* 

CPRs illustrate this point quite well. State 
policy has actually worsened the erosion of 
CPRs: privatisation of commons has 
reinforced rather than reduced land 
inequality; programmes to raise (heir 
productivity have not succeeded because of 
their technocratic and top-down orientatioo. 
and all too frequently, have served a* excuses 
to expropriate the CPRs or tbc benefits of 


thciryield* in collusion with private interest* 
fJodha 19911. At the same time, villages 
with less unsuccessful CPR trajectories were 
(1) lest riven with social factionalism and 
economic differentiation: (2) lets exposed 
to markets; and (3) less exposed to the 
machinations and greed of the bureaucratic 
state machinery. Thus, state, market and 
unequal property are all implicated in the 
decline of CPRs. 

Both sorts of enclosure discussed above 
have been rampant in India* * rural economy 
owing to the pervasiveness of externalities 
in direct production processes, in input 
provision for production and in the supply 
of inputs mto household production - he it 
the supply of irrigation water (from ground 
sources, tanks or field distribution from 
surface sources) or of grazing commons for 
animals: the construction and maintenance 
of soil and water conservation structures: the 
collection of fuel wood and other products 
from adjacent forest lands; the provision of 
drinking water and sanitation services; or of 
roads, schools and health centres. White the 
state is hardly in a position to ensure the 
internalisation of externalities through 
legislative provisions or regulation*.* 1 
effective democratic decision-making of the 
public domain of villages is very far from 
being realised Scale economics are lost due 
to fragmentation of land and tbc propensity 
to self-provisioning rather than sharing of 
ail manner of capital. Public goods are under- 
provided for on account of weak co¬ 
operation. Open access resources are 
undermined. Ti c existence of nominally' 

cnc lotted resources nevertheless leads to their 
mining. 

Some of these failures, to be sure, have 
been attributed to the marked proclivity 
towards ‘individualism* of Indian villagers 
which causes attempted co-bpcratiott (c g. 
sharing overheads such as cattle} to produce 
various sorts of opportunistic behavior. The 
resulting conflicts itncof serious consequence 
"in comfuinities where individuals are 
strongly interdependent'* [Moore 1974:18]. 
Conflict avoidance behaviour thus points Vo 
the power of enforcement and negotiation 
costs. But it should he noted that co-operative 
acts of omission, not only of commission, 
can lead to such conflicts, and it is not dear 
that avoiding co-operation necessarily leads 
to less conflict. More to the point, 
factionalism centred around caste and 
propertied leaden is endemic to Indian 
villages; theorising village* in terms either 
of individualistic Hobbcxian jungles or of 
co-operative village republic* (Wade 1988} 
doer link justice to this ground reality. 

Energy, Equity and fint ra m mi 

Energy supply per capita >c not. in itself, 
a constraint on income growth. The (aim 
from shift* to modem energy sources and 
energy -etfic tent technology more than offset* 
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the increase* in unable energy that is required 
to sustain higher incomes and associated 
lifestyles [Goldemberg et al 1987). How¬ 
ever. within the less-developed countries, 
per capita direct energy consumption rises 
with per capita income at first ‘linearly’ and 
then flattens out. Although, rural direct 
energy consumption tends to be higher than 
the urban at any income level, the indirect 
input of energy tends to be much higher in 
urban areas and tends to rise more rapidly 
with income than does direct energy. partly 
because of the greater infrastructural needs 
of urban areas and partly due to the lifestyle- 
associated consumption bundle differences. 
Energy demands arc thus inequitably 
distributed in LDCs: urbanisation and the 
infrastructural build-up make energy demand 
income-elastic even as. in the relevant per 
capita income range, efficient technology 
remains income-inelastic. And. of course, a 
large partof air and waterpoilution and land 
degradation is attributable to energy 
production and use. 

Inequality and Subsidies 

State involvement in the economy affects 
ecology not only through its sanctions for 
private property rights hut also through its 
interventions in the price system. The most 
important mode of such interventions has 
been subsidies of various sorts. Tbc most 
contentious issue in this connection is how 
inequality has been affected as arexult and, 
in turn, how inequality has driven market 
interventions. What concerns us here is 
how these linkages impinge on the 
environment. 

While some subsidies are highly visible 
in the government budget (whether in the 
form of publicly-provided services whose 
costs are not recouped through adequate 
user charges, e g. water, or in the form of 
subsidies to marketed goods.eg, fertilisers), 
others may be entirely hidden (as when 
private polluters are not obliged to 
compensate their victims). Gadgil and Guha 
(1993)have, with considerable force, argued 
that India's rural and urban elites were 
subsidised by the state apparatus which took 
on the tasks of channelising ever increasin g 
amounts of resources at prices below costs. 
Such intensification not only benefited the 
rich but also forced large external costs upon 
the poor. The following examples cited by 
them are among the most important: (1) 
Massive subsidies far water, power, fertilisers 
and pesticides have mostly benefited richer 
landowners; in particular, large dams and 
hydei projects have improved resource access 
to some while depriving others of their 
traditional access to land, forests and water 
(1993:42).“ (2) Subsidies to mechanised 
trawlers have caused over-fishing and 
deprived traditional fishcrfolk of their 
customary catch and livelihoods (1993:35). 
(3) Elite consumption of forest products 


arises from their demands for laying down 
railway lines, urban housing and furniture, 
. paper, polyfiberysm, plywood, etc the mass 
of Indians need forests for fuelwood, small 
timber, thatch, basket making, tool making, 
livestock grazing. When bamboo was sold 
to industry at Rs 130 per tonne, its market 
price was Rs 3.000 per tonne; after much 
political pressure, it is now at Rs 600 when 
the market price has soared to Rs 12,000 
(1993:45-46). (4) The state has done little 
to check the growthofsgrcxhemica Is leading 
to deprivation of drinking water to people 
and cattle or to ensure investment in treating 
industrialeffluents or city sewage (1993:44). 

it is beyond question that resource- 
intensive goods are underpriced in the current 
policy regime. But it is not obvious, without 
a general equilibrium analysis of their 
impacts, that the benefits (relative to income 
levels) from subsidies accrue mainly to the 
better off segments of society or that their 
costs (again in relative terms), including 
environmental externalities, are bomemainly 
by the poor. 

Consider input subsidies in food 
production. These have permitted growth 
along the intensive frontier of the developed 
irrigated regions whereas investments have 
been lacking for the vast rainfed regions. 
The degradation of land has proceeded much 
further in the rainfed and semi-arid regions 
of the country in consequence. Soadefinite 
case can be made for the regional inequity 
of the subsidy pattern as far as producers 
are concerned. However, this pattern has 


sustained food supply increases which hav 
also benefited (via reduced prices 
consumers, including those in the rainfei 
regions.'The subsidies to food consumer 
via the public distribution system (PDS 
would have been difficult to sustain had' 
not been for the increased production ccunin 
from input subsidies. Recent experieno 
shows that with a cut in the PDS subsid 
the poor have been forced to cut back tbei 
consumption. We have also seen bow tb 
linked kmoseoeAUesel subsidy is responsibli 
for the subsidisation of fuel-inefficient loot 
haul road transport causing increase 
dependence on oil imports and a higher loai 
of emissions. 

Conner 

Any physical limits to economic activih 
posed by ecological degradation will ex pres 
themselves socially or politically. Oiven th 
state oflndia'scnvironmentand itsunequa 
socio-political context, it is unsurprising tha 
ecosystem distress and the hardships of th 
people affected arc increasingly bein 
expressed in the form of open social conflict 
There are, however, difficulties in causal! 
relating such conflicts to cconomi 
inequality. Struggles and conflicts may b 
directed at the state atone (rather than againx 
inequality in civil society as well). Evei 
those that are explicitly against incqualif 
may not be articulated around the ccologici 
content of their demands. Struggles agtins 
inequality may hare an ‘everyday’ charactc 
to them rather than be out in the open 
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finally, conflict* arising from inequality 
and related ecological distress may get 
diaplaced on to aome other axis such as 
raate, ethnicity; regionalism and so on. 

Nevertheless, there ha* been an impressive 
growth of open social sktnnisbe* in India 
whose axes may be clearly identified with 
ecology and inequality. Oadgil and Ouha 
(1992,1993) provide a thorough survey of 
many aucb local, national and even 
international struggles over a variety of 
specific issues in India today. In their view, 
although tbeac various struggles lack 
consensus on plausible alternatives to the 
present model of development, their shared 
critique of thatmodcl is centred on theclaim 
that “the intensification of natural resources 
conflict is a direct consequence of the 
rcsourcc-intensi ve. capital-intensive pattern 
of economic development modelled on the 
western experience, followed since 
independence" (Gadgil and Guha 1993:200]. 
This interpretation may well fit the Indian 
environmental movement. But the arguments 
and the evidence presented in this paper 
support a different critique, or at least one 
that differs in emphasis. The flaw of (he 
development model adopted in India arises 
less from its lack of originality than from 
its failure to harness the forces of economic 
growth suited to fulfilling the needs of the 
vast majority of Indians. The reckless 
resource-intensity of growth and (he social 
conflicts ithasengendered arc alsouhimatety 
related to this failure. 
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1 Even us externalities are thus assumed to be 
internalised, equity is externalised. 

2 The key constraint on the market is not that 
it cannot he made to reflect social costs of 
resource use. In many cases, this can he 
effected with ease. Rather, the difficulty lies 
in canning the equity of resultant outcomes. 

3 For aa account of this developmeoi, see Gad gil 

and Guha (1992). 

4 These correspond to annual compound 
growth rales of 3.7. 2.1? and I.? per cent, 
respectively. 

5 ft»oriol9IO, deforestation averaged I million 
hectares a year (World Bank'1993]. 

6 Bared on dwa from seven states ta the dry 
tropic* aone. Jodha (1986.1991) concluded 
that poor households secured between 14 


and 23 per rent of their Income, 71 to 84 
per reat of iheir fliei anppBea, 69 to 84 per 
cent of their animal grazing Med* and 128 
to 196 days of employment from CPR*. 
Wealihierhuurehoida. by coostrant. secured 
only a fraction of these benefits. 

7 Availability ranges from 18,417 cubic 
metres in Ibe Brahmaputra valley to a mere 
411 ill the non-Cau very basins south of the 
Peonar [CbilaJe 1992: 131-32]. Mean 
differences in urbaa:ntral household water 
availability are presently of the order of 2:1. 
and these conceal much greater differences 
within the respective populations (Chopra 
and Sen 1992], 

8 It u noteworthy that thegains from irrigation 
in India have been significantly lower than 
in many other countries. Among the reasons, 
mention should be made of transmission 
losses, reservoir sedimentation and less 
water captured than planned. 

9 Going by the evidence from established 
monitoring points, waterpottuhon levels in 
terms of BOD and coliform counts fell over 
the 1980s (Mehl a, Mundle and Saakar 19931. 
However, this may reflect the steep rise in 
the number of monitoring points during the 
period Inini a low initial level with htgh- 
pollution points probably being monitored 
first, 

10 See. for example. Bowonder. Arviod and 
Ran ( 1990) for a study of the paperindustry. 

11 Lee and Miller (1991) estimate that the 
externalities to child-bearing amounted to 
between plus 2 and minus 50 times GDP 
per capita lor India in 1981. The larger 
portion of this was due to reductions in per 
capita collective wealth, including ualural 
resources. 

12 This is not to say that the solace that children 
bring in a harsh world or the compulsions 
lor huving male offspring are not relevant. 
The point ».« that for people who have no 
vehicles lor insurance or access to credit 
the conventional economic calculus cannot 
make sense. 

13 See Pankh (1989) for a discussion of the 
desirability of postponing environmental 
restoration within a framework of 
'sustainable development'. 

14 Demographic inequity reflects inequality 
in society at large. Inlant mortality and poor 
survival dunces more generally arc directly 
Mated to income inequality: so are birth 
tales and unwanted births (Mertens nd]. 

1? iaiwerprice*, by undervaluing forests, may 
also militate against both conservation and 
yield management. 

16 What we here call reverse enclosure, though 
sitoated in the context of a poor society, is 
akin to the private affluence but public 
squalor' which Galbraith identified as a 
hallmark of the affluent .society. 

17 The patterns ot demand generated by (be 
better off in society also matter for ecology 
in another, perhaps more important, sense: 
arguably, they are the driving force behind 
the treadmill of consumerism, i e. unequal 
distribution enlarges scale to ecologically 
undesirable levels. 

18 Less than 10 per cent of tuhewdl* were 
sunk by farmers with less than 10 acres of 
land though they owned over half the land. 

19 An alternative mode of taxing land 
appreciation t> the mk Asian solution of 


‘land readjustment'; pooling land ui 
existing owners by eminent domain and 
returning smaller parcels to them which, 
through infrastructure and other public 
investments, has a net higher market value 
than (he original lot. The land so acquired 
by the state can be used not only for ameaiUes 
such as roads and partes bur also for low- 
cost housing for the poor (ESCAP 19931. 

20 The enclosures ol commons ib England 
were accomplished f irst through die pn vale 
exercise of 'stale' power at a lime wbea 
economic concentration was fused with 
parcelised sovereignty and later by acts of 
parliament. 

.21 This is not to say lhal planners are unaware 
of the possibilities. Witness the following 
statement: “Land reforms, whether by grviag 
right to the tenants or by coasolidrtoe of 
holdings or some structural measures like 
land leveJling/shaping. are often the best 
means for tackling the conflicts arising from 
irrigation water use' (Government of India 
1992a. Volume 2:67). 

22 Charges for surface wwer do not evea raue 
^sufficient funds to cover operation outs. 
Even with groundwater, rales reflect only 
I /6 of thei r economic value. In theory, higher 
water prices will help in promoting water 
efficiency and also raising iivertmear funds. 
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PDS Reform and Scope for 
Commodity-Based Targeting 


M H Suryanarayana 


The suggestions for PDS reform based on commodity orientation stem largely from the general impression that (i) the 
commodity basket of the PDS is weighted in favour of commodities which figure prominently in the budgets of the middle 
and richer income groups, and (ii) coarse cereals are consumed largely by the poor and hence an approach to ensure 
targeting would be to change the commodity composition of the PDS in favour of coarse foodgrains. 

This article examines the empirical bases for the suggestions for reform by reorienting the PDS commodity composition. 

Bhagwau and Srimva&an (1993)also opine , 


I 

Introduction 

ONE question that often cropped up in the 
• context of the economic reform;; for macro¬ 
economic stability and structural adjustment 
is bow to reduce the size of the public 
distribution system (PDS). hence food 
subsidy (and government budget deficit) 
without any compromise on the food security 
of the poor. The suggestions for PDS reform 
range from retargeting to the poor by 
excluding the non-poor or by commodity- 
based targeting to dismantling and replacing 
the PDS by food stamps. Much of the debate 
in this context has taken place with inappro¬ 
priate application of economic concepts, 
inadequate understanding of database, policy 
regime and rural institutions and without 
any regard for norm*. 1 For instance, according 
to the World Bank Country Economic 
Memorandum for India (1993) by “retar¬ 
geting to the poor...it would be possible to 
increase programme benefits significantly 
while still lowering per unit costs" |World 
Bank 1993; p 91]. But. it has been shown 
(Geclha and Suryanarayana 1993| thai 
retargeting per se would not make any 
material difference to the living standards 
of the poor in states like Bihar. Orissa. 
Madhya Pradesh. Rajasthan and Uttar 
Pradesh who constitute about two-thirds of 
the Indian poor. Retargeting is not just 
exclusion of non-needy but also inclusion 
of the needy poor, not covered by the PDS Ny 
in many state*. Retargeting meeting some 
nutritional norms would involve additional 
amount of foodgrains ranging from 20 to52 
million tonnes and corresponding food 
subsidy, twice or thrice the current amount. 

A similar foature seems tocharactcrise the 
suggestions for PDS reform based on 
commodity-based targeting. The suggestions 
for PDS reform based on commodity 
reorientation stem largely from the general 
impression (i) about the PDS that its 
commodity basket is weighted in favour of 
commodities which figure prominently in 
the budget* of the middle and richer income 
groups; and (ii) that coarse cereals are 
consumed largely by the poor and hence, 
one approach to ensure targeting would be 
to change the commodity composition of the 


PDS in favour of coarse foodgrains like 
sorghum, millet, barley and maize. In exer¬ 
cising this option, the PDS would involve 
some degree of self-targeting. This paper 
aims to examine the empirical bases for the 
suggestions for reform by reorienting the 
PDS commodity composition. The paper is 
organised along the following lines. 
Section Ii examines different suggestions 
for PDS reform. Section HI examines the 
commodity composition of the PDS 
purchases and relative dependence on PDS 
of commoditywise market dependent 
population for rural and urban sectors at the 
all-India level. Section IV deals with the 
changing size of the cereal consumption 
basket of the poorer decile groups al the 
all-India level for rural and urban sectors and 
implications for PDS dismantling. Next 
section is devoted to changing consumer 
preferences and their implications for PDS 
reform. The last section concludes the paper. 

II 

PDS Reform: Alternative Options 

The World Bank in its country economic 
memorandum says: 

There i.'an urgent shofl-lerm need to restrain 
the food subsidy and improve the impact of 
food distribution programmes. Poverty 
considerations will compel India lo sustain 
publicly sponsored foodgratn procurement, 
storage and distribution efforts. These 
programmes are even more important in a 
period ot economic downturn and 
adjustment, lo ensure an adequate social 
safety net. The worsening fiscal crisis has 
already led lo cuts in food subsidies, h is 
thus vital that efforts to restrain growth in 
food subsidies focus on redirecting benefit* 
toihe truly poor and restricting access, while 
improving efficiency, in terms of both cost 
and nutritional impact. This will involve 
largetinguf the PDS to the poor in both rural 
and urban areas, eliminating access of the 
non-needy (which account for over one- 
third of foodgrain offtake and even mure far 
sugar), encouraging self-targeting through 
increased distribution of coarse grains and 
elimination of sugar, and redirecting some 
flow* uf commodities from urban to rural 
areas IWurid Bank 1991; p 90) 


that the system requires immediate reform . 
because it is not effectively targeted to the , 
poor. There are considerable leakage* and { 
thus large-scale governmental revenue* are } 
soaked up accentuating the problem of budget | 
deficilwhilcproducinglimitedresults."Tbe | 
macro-economic necessity to rein in subtkhe* | 

and to protect the poor effectively during | 
the necessary macro-economic adjustment * 
doubly requires therefore that the reform of 1 
the PDS be undertaken a* an urgent task" j 
(Bhagwati and Srinivasan 1993. p59]. How j 
do we go about the task? According to ® 
Bhagwati and Srinivasan. the inefficiencies ■ 
of the PDS are two-fold: operational and ^ 
delivery. The inefficiencies of the Food i 
Corporation of India (FC1) in procurement, i 
storag e and transport operations account for • 
an increasing amount of food subsidy. On s 
the delivery side, inefficiencies are due to | 
poor targeting They suggest several possible | 
alternatives on both fronts. On the delivery ' 
side, there should be better targeting of the j 
poor (i) through a means test, (ii) through 'i 
entrusting the task to local bodies and social 
action groups al the block or village level. 
and(ni) through commodity -based targeting * 
by confining the PDS to coarse cereals and : 
excluding sugar and vegetable oil from the , 
PDS. Another set of options would be to 1 
reform the d«-gn per se. They are; (») 
dismantle the FC3 and PDS. and move to > 
a system of well-targeted food stamp* 
whereby the beneficiaries pay for part of 
their purchase* from the market in term* of i 

these stamps. Such a strategy ha* the 
advantages of higher food consumption ^ 
effects and lower administrative and 
budgetary costs of operation. There can be • 
two alternative strategics, (a)The Sri Lankan . 
experience suggests that the government can s 

get away with the problem of mounting ! 
suhsidy by ifting for focal stamp* of fixed ] 
nominal value. During mpenod of inflation, j 
this would mean declining real sufeaidy. 

(h) Ahern at rvely^sne can consider the option ! 

of indexing the value of food stamp* by *e 
prices of foodgrains consumed largely by 
the poor, Bhagwati and Srmivnsancnnudnr } 
thi* lo he an attractive optron. (n) B id* ‘ This * 
option involve* dismantling the PC I and 
handing over the task of delivery of 

ft* 7 j 
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jodgnun* at apeeified location and time by 
ilHag for biib. 

Other* (Roy 1991] b*ve also suggested 
ngetutg by »elf-*e lection through change* 
i commodity compoaitioa from superior 
ereal* like lice and wheat to coarse cereal*. 
thluwalia (1993) and Pursell (1993) 
scommend such reorientation of PDS 
vouring coarse cereal* and phasing out 
diUe oil* and sugar. At a time when so 
tuch emphasis is laid onhuman development 
nd improvement in quality of 1 ife. Ahluwalia 
1993)*ugge*t* distributing inferior-varieties 
f rice and wheat as a better medium-term 
elf-selecting option and PDS restructuring 
volving food stamps as a long-term option. 
While building up the case for PDS reform. 
le need for government budget deficit and 
ence. food subsidy reduction with least 
oat to the poor seems to have been 
veremphasised overlooking other 
leoretical arguments favouring such 
;forms. One such case fitting well into the 
ructural adjustment programme which lays 
mphasis on efficient resource use is that the 
jcial returns on programmes like the PDS 
iffer across income groups and an optimal 
olicy would be one that distributes PDS 
enefits in such a way as to equate gains 
nd costs at the margin. Since the social 
Turns on PDS benef ting the poor arc likely 
> be higher than that for any other group, 
*11 targeted PDS will definitely be an 
ptimal policy aligning well with the ongoing 
anomic reforms. However, the suggestions 
*■ reform like those for PDS dismantling 
r those for changing the commodity 
imposition need a careful scrutiny. 

Prcsu of PDS 

The PDS is a scheme under which the 
overnment supplies some essential items of 
aily use to the public at controlled prices 


Table I : A Profile or Purchases prom 
PDS. Ai i Iniha 




All India 



Per cent age Percentage 
Share in Share in 
Total Total 

Rural PDS Urban PDS 
Purchase* Purchases 

Percentage 
Share in 
Total 
(Rural* 
l : than) PDS 
Purdiase* 

ice 

26.63 

26.88 

26.70 

'heat 

7.89 

15.08 

10.08 

■jra 

0.11 

0.03 

0.09 

war 

(her 

0.34 

0.12 

0.27 

areals 

0.54 

0.21 

0.44 

iilses 

0.18 

0,23 

0.20 

diMeiiti* 

7.37 

11.23 

8.54 

jgar 

40.35 

22.26 

34.84 

oal 

0,09 

0 81 

0.31 

«o*eac 

«adi*d 

11.79 

20.97 

14.58 

doth 

4.71 

2.18 

3.94 

Mai 

100.00 

100.00 

100.00 


through outlets like ration shops and fair 
price shop*. The aim it to ensure stability 
in the general living standard* of the 
population, particularly the poor, and to 
insulate them against rising prices. The items 
sold through the PDS outlets are wheat, rice, 
levy sugar, edible oil, soft coke, kerosene oil 
and controlled cloth. Of these, rice, wheat, 
sugar and kerosene are the most important 
accounting for 86 per cent of the total PDS 
sales. Sugar alone accounts for about 35 per 
cenlof the PDS purchases; rice (27per cent), 
wheat (10 per cent) and kerosene (15 per 
cent). Bajra, jo war and other coarse grains, 
items supposed to be consumed largely by 
the poor, virtually do not figure in the PDS. 
Their sales amount to less than 1 per cent 
of the total PDS sales. Pulses, which constitute 
an important source of protein for the poor, 
have a share less than 0.2 per cent in total 
PDS sales (Table I). A breakup forrural and 


utban sector separately shows that sugar, rice 
and kerosene are relatively more important 
items sold through the PDS in the rural sector 
while rice, sugar, kerosene, wheat and edible 
oils in the urban. Thus there is some basis 
for the general impression that the PDS 
commodity composition is weighted in 
favour of items supposed to be consumed 
largely by the relatively richer sections of 
the society. 

A similar picture is revealed by the 
composition of commodity wise market 
dependent population (Table 2). The 
proportion of commodilywisc market 
dependent population purchasing only from 
the PDS is more than 25 percent for wheat, 
sugar and kerosene in both rural and urban 
sectors. And the proportion depending cither 
only on the PDS or both PDS and other 
sources or both is about 40 per cent for rice, 
30 per cent for wheat. 67 per cent for sugar 


Table 2: Composttion of Commocxtywise Market Dependent Population: All India 



All India Rural 



All India Urban 

Commodity 

Percentage Percentage 

Percentage 

Percentage 

Percentage 

Percentage 


Market Market 

Market 

Market 

Market 

Market 


Dependents Dependents 

Dependents 

Dependents Dependent! 

: Dependents 


using Only using PDS 

using Only 

using Only 

using PDS 

using Only 


PDS and Other 

Other 

PDS 

and Other 

Other 


Sources 

Sources 



Sources 

Sources 

Rice 

14.18 25.56 

60.26 

11. 

14 

27.97 

60.K9 

Wheal 

26.40 4.81 

68.70 

29.48 

721 

63.31 

Bajra 

1.07 0.41 

98.53 

1.05 

0.00 

98.95 

Jowar 

4.39 4.40 

01-21 

0.89 

1.13 

97.98 

Other cereals 2.97 3.03 

94.00 

3.44 

1 .32 

95.24 

Pulses 

0.03 0.04 

99.93 

11.32 

11.77 

76.92 

l-idiNc oils 

4.57 12.11 

83.32 

5.74 

20.89 

73J7 

Sugar 

36.08 31,86 

32.06 

29.19 

46.44 

24.37 

Coal 

6.39 1.69 

91.92 

10.85 

0.57 

8X58 

Kerosene 

44.09 6.91 

49.00 

56.20 

8.24 

355 5 

Tabi e 3: 

Monthi y PerCaptta Tutai Cereai Consumption (Kr.) by Se: Ect Deciie CitotTv 


All 

India Ri-rai 




NSS Round 

NSS Survey Pent«d 

0-10 

10-20 

20-30 

.30-40 40-50 0-100 

4 

Apni-Septcmher 1952 

8.71 

12-51 

13.68 

1558 

16.75 1727 

5 

December 1952-March 1953 

9.72 

12.28 

14.3" 

17.05 

18.31 18.06 

4 and 5 

Apnl 1952 March 1953 

9.28 

12.3“ 

14.14 

1625 

17.85 17.64 

7 

October 1953-March 1954 

11.10 

1.3.84 

14.06 

14.74 

16.07 16.88 

8 

July 1954-Mardt 1955 

10.37 

12.79 

14 25 

I7_2I 

16.80 16.81 

‘> 

May-Nov ember 1955 

11.37 

13.19 

15.64 

17.40 

16.95 17.78 

8 and 9 

July 1954-Novcmber 1955 

10„50 

12.80 

15.21 

16.72 

16.97 17.15 

12 

Match-August 1957 

8.42 

11-50 

12.76 

1444 

1557 lh.15 

13 

September 1957-May 1958 

9.25 

12.61 

14.29 

14.67 

15.73 16.65 

14 

July 1958-lune 1959 

9.08 

12.58 

13.77 

15.39 

16.94 17.33 

1« 

July 1959-Junc 1960 

10.18 

12.62 

14.2* 

1522 

16.89 17.3* 

16 

July 1960-August 1961 

1022 

12.91 

15.01 

16.74 

1713 1751 

17 

September 1961-July 1962 

11.42 

13.31 

14.88 

15.64 

15.83 1755 

18 

February 1963-January 1964 

11.18 

14.13 

13.83 

1625 

165? 17.54 

19 

July 1964-June 1965 

9.54 

12.15 

14.09 

15 07 

16.33 16.66 

27 

October 1972-Septcmher 1973 

9.08 

12.03 

13-32 

14.35 

I51< J3 46 

28 

tktober 197.3-Juae 1974 

9.50 

12.22 

13.30 

14 08 

15319 1521 

32 

July 1977-June 1978 

9.72 

12.46 

13.68 

1427 

1520 15.40 

38 

January-December 198.3 

10.35 

12.45 

13.38 

1394 

14 7* 14.90 

42 

July 1986-Juae 1987 

9.96 

12.08 

12.90 

1368 

14.16 14.40 

43 

July 1987-June 1988 

10.78 

12-453 

1346 

1.3 9< 

14 41 14.54 

44 

July 1988-Juac 1989 

10.97 

12.70 

13.46 

13 98 

14.41 14.62 

45 

July 1989-Juae 1990 

10,95 

12.35 

13.28 

13.30 

13 91 14.05 


Sourer: Estimates up untie I Jth mund sad for the I Mi mu nd are from Bhwadtaryac* at (19011 and 
tor the remaining round* are made t>v the null** 
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and 50 per cent for kerosene in the rural areas 
white it is about the name for rice. 37 per 
cent for wheat, 76 per cent for sugar and 64 
per cent for kerosene in the urban areas. In 
the urban sector. PDS appears to be an 
important market for pulse.-; also, with about 
23 per cent of market dependent population 
relying partly or wholly on the PDS. 

m 

Changing Cereal Consumption 
and Implications 

The role of the PDS in ensuring food 
security can be appreciated by the fact that 
the cereal consumption levels have not 
improved at all during the last 40 years. 
Changes in the size of the cereal consumption 
basket arc examined here because the poverty 
line used by the Planning Commission and 
all the major Indian studies is based on the 
calorie norm and. on an average, cereals 
account for more than 85 per cent of the 
calorie intake of the poorer households 
particularly in the rural sector (National 
Sample Suney Report, No 238. Vols 1 and 
0 and Bhattachary a ct a] 1991. p 5 31. Further, 
cereals constitute about 60 per cent of total 
consumption expenditure for these groups. 
Hence cereals consumption is an important 
indicator of food security. 

The estimates of average quantity of cereals 
consumed per person per 30 days separately 
for the poorest five decile groups and the 
population as a whole for rural and urban 
sectors are presented in Tables 3 and 5 
respectively. As per the results from most 
of the National Sample Survey (NSS) rounds 
the cereal consumption was ahout eight to 
11 kg for the poorest decile group and 14 
to 18 kg for the population as whole in rural 
India. During the planning period as whole, 
from 1952 to 1989/90. the level of per capita 
cereal consumption in quantity terms did not 
show any perceptible trend for any decile 
group except for the poorest one. For this 
group consumption registered an increase 
from about nine kg to 11 kg but still it is 
below the subsistence requirement level - 
the 1CMR norm for minimum cereal 
consumption is 11.58 kg per month and far 
below the cereal bundle (15,46 kg permonth) 
corresponding to the class interval enclosing 
the poverty line; for others, cereal 
consumption has really been sagging below 
the poverty line cereal bundle since the mid- 
1950s. As regards the urban sector, available 
data show that the per capita consumption 
of cereals fluctuated between four to 10 kg 
for the poorest decile group and bet ween six 
and 11 kg for the population as a whole. 
Cereal consumption for all urban sections 
increased between 1957/58 and 1961/62 and 
virtually stagnated thereafter at levels below 
even the 1CMR norm. The general picture, 
therefore, is one of stagnation in cereal 
consumption in both the rural and urban 


sectors even after mid-1970s when poverty 
is supposed to have declined in the oounlry. 

In comparison with the changes in 
consumption basket as a whole, per capita 
cereal consumption in the 1980s did not 
increase at all in spite of some improvement 
in total expenditure and decline in relative 
prices of cereals [Radhakrishna 1991 and 
Suryanarayana 1994c], Consumption 
patterns, defined in terms of shares, of the 
poor have tended to shift away from cereals 
involving marginal increases in non-cereal 
consumption [Suryanarayana 1995]. 
Behrman and Deolalikar (1987 and 1989) 
and many other studies show income 
elasticities of demand for calories are 
substantially smaller than those for food 
expenditure implying that marginal food 
demand choices of relatively poorer 
households due to income increases are 
concerned more with commodity attributes 
than their calorie content. 2 Thus, if the 
government policy is to reduce 


mahuwriabmem. which is important k 
improvement fat labour productivity an 
economic growth, 5 it cannot be achieved h 
growth per se\ instead instruments like tt 
PDS which would influence coosumptio 
composition in favour of the nutritious item 
should be resorted to. 

The PDS has also an important role to pla 
in ensuring price stability and henc 
minimising the transaction costs associate 
with budget reallocation in response • 
relative price changes. Such costs are likel 
to be higher for the poorer groups than fc 
the rich. This is becaqse the price response 
of the poor are larger than those oftheric 
[Timmer 1981] since the former are unde 
pressure to minimise cost subject ■ 
nutritional constraint by approprietel 
responding to relative price cbangei 
Estimates of uncompensated price clasticitk 
for different income groups by rural an 
urban sectors [Radhakrishna and Murty 19t 
and Radhakrishna and Ravi 1992] confln 


Tabu 4; Composition of Tubal Conjiwitoin Basket sy Sei sct Dbciie G tours: 
At l India Ruilai 
(Per cent share in total quantities) 


Decile Group 
NSS Round 


OrlO 



10-20 



20-30 


Rice 

Wheat 

Coarse 

Cereals 

Rice 

Whew 

Coarse 

Cereals 

Rice 

Whew 

Cow 

Cetea 

8 

25.00 

2.00 

73.00 

32.30 

3.80 

64.00 

41.40 

2.50 

56.11 

9 

23.30 

3.80 

72.90 

26.97 

6.90 

66.20 

32.40 

6.30 

61.31 

13 

32.90 

4.10 

63.00 

34.30 

6.30 

59.40 

39.60 

7.80 

52.454 

14 

40.97 

3.87 

55.16 

38.35 

7.42 

54.23 

40.54 

7.50 

5l.9t 

15 

40.88 

5.42 

53-71 

43.38 

5.32 

43.31 

41.35 

1124 

452* 

16 

40.57 

6.73 

52.70 

43.10 

6.59 

50.31 

43.23 

9.69 

47.01 

17 

41.43 

7.32 

5125 

4424 

9.40 

46.36 

49.76 

10.13 

40.1 

18 

37.00 

7.90 

5520 

38.80 

10.30 

51.00 

41.30 

12.70 

45.91 

19 

45.34 

9.67 

44.99 

4927 

10.41 

40.22 

4823 

11.99 

39.6' 

27 

41.67 

15.63 

42.70 

42.08 

I8.6R 

39.24 

43.12 

19.43 

37.4; 

28 

43.32 

11.75 

44.93 

43.94 

15.79 

40.27 

44.44 

18.42 

37.1- 

32 

38.27 

16.10 

45.64 

43.77 

19.46 

36.77 

45.88 

21.76 

322' 

38 

31.22 

27.41 

41.37 

36.77 

28.83 

34.39 

41.61 

28.50 

29.91 

42 

43.09 

28.64 

2826 

46.46 

30.90 

22.65 

4829 

30.73 

20.81 

43 

42.47 

29.04 

28.49 

47.18 

30.40 

22.42 

49.64 

30.80 

192( 

44 

45.14 

23.66 

31.20 

46.57 

26.00 

27.43 

48.66 

26.62 

24.7 

45 

48.10 

29.21 

22.69 

52.13 

29.74 

21.13 

5321 

3126 

152. 

Decile Group 


30-40 



40-50 



0-100 


NSS Round 

Rice 

Wheal 

Coarse 

Rice 

Wheat 

Course 

Rice 

Wheal 

Coais 




Cereals 



Cereals 



Cereal 

8 

44,80 

5.40 

49.80 

41.60 

4.90 

50.40 

48.70 

8.40 

42.9< 

9 

42.10 

11.60 

46.30 

42.50 

12.10 

45.40 

42.10 

14.50 

47.41 

13 

42.20 

9.30 

48.50 

43.10 

1220 

44.40 

42.60 

13.70 

43.71 

14 

41.78 

8.46 

49.76 

46.33 

9.62 

44.05 

4427 

13.73 

4I.*‘ 

15 

43.07 

10.45 

44.48 

4926 

1028 

41.89 

43.73 

14.44 

53.11 

16 

43.35 

13.89 

42.75 

4722 

15.20 

37.58 

45.46 

1729 

36.9.‘ 

17 

52.84 

11.02 

36.14 

53.71 

11.32 

34.96 

50.03 

15.05 

34.9' 

18 

43.20 

13.20 

43.60 

47.50 

15.00 

37.60 

46.10 

16.60 

3721 

19 

50.64 

12.81 

36.55 

52.04 

13.25 

34.70 

48.80 

16.45 

34.7? 

27 

44.11 

21.11 

34.77 

45.04 

22.50 

32.45 

42.63 

25.10 

3221 

28 

44.89 

20.95 

34.16 

45.83 

21.45 

32.72 

4526 

23.14 

31.4'. 

32 

47.86 

2226 

29.57 

48.91 

2327 

2722 

46X3 

2620 

27.4: 

38 

44.26 

2*JH 

27.69 

47.73 

27.68 

2429 

4420 

29.93 

25 5: 

42 

51.00 

29.88 

19.12 

52.33 

30.30 

17.37 

4928 

53.12 

17.5< 

43 

51.01 

31.02 

17.97 

51.14 

31.62 

17.24 

48.42 

33.98 

17.61 

44 

49.52 

29.82 

20.66 

51.03 

32.46 

1621 

4*26 

3225 

192' 

45 

49.89 

35.40 

14.71 

5420 

30.46 

IJ.34 

4922 

33.45 

17 . 2 : 


Source: Estimates for 8.9.13 sad lith round are from Bhwtscharyawal (1991 landfur the lamainis; 


rounds are by the author. 
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this hypothecs for India too. As can be seen 
from own prioo elas tici ty estim ate« preseo ted 
in Table 7, (be absolute values of price 
elasticities for rice and wheat for the very 
poor (expenditure groups below 75 percent 
of poverty line) exceed one. indicating that 
their quantity demanded is proportionately 
very responsive to price changes and 
expenditure on these cereals would decline 
if tbeir price increase. By and large, 
elasticities decrease with increased 
expenditure. This again emphasises that 
poor's marginal food choices would be more 
responsive to food subsidy policies like the 
PDS 4 than any other policy. 

The increasing landlessness and 
casualisation of rural labour, who constitute 
the bulk of the poor, since the mid-1960s 
JVahJyanathan 19*6 and ILO-ARTEF 1995] 
would imply larger market dependence of 
(he poorer sections. This market dependence 
is further reinforced by their changing 
consumption pattern (sec next section) 
involving substitution of coarse cereals by 
superior cereals since the coarse cereals are 
largely grown in the rain-fed and diy-land 
areas by subsistence fanners for self- 
consumption. Further, even though tbc all- 
India per capita availability of cereals has 
been practically stagnant since the 1950s. 
inter-regional disparities in production has 
increased as shown by the increase in 
coefficient of variation in per capita cereal 
production from 0.54 in 1970- 71 to 0.84 in 
1988-89 [Krishnan 1992). Available 
evidences [Centre for Development Studies 
1975 and Krishnan 1992) show that a major 
factor accounting for inter-state variation in 
cereal consumption and caloric intake, 
particularly in the rural sector, is per capita 
state foodgrain output and not per capita 
state domestic product. Tbc findings ot these 
studies emphasise that poverty reduction, 
measured osing food intake norms, is not 
simply a matter of economic access hut both 
economic and physical access to food. 
Poverty alleviation programmes like public 
works programmes oreven food stamps will 
of course raise income levels. But thccventual 
increase in rural demand, unless accompanied 
by a corresponding increase in supply which 
seems unlikely as shown hy these studies, 
will lead to foodgrain price rise and hence 
stagnation or even erosion of real incomes, 
in terms of foodgrain quantities, of landless 
labourers and other poorer sections. 

This is also confirmed by the field 
experience of officials involved in the 
implementation of different poverty 
alleviation programmes; As regards poverty 
alleviation programmes like National Rural 
Employment Programme (NREP) and Rursl 
Landless Employment Guarantee 
Programme (RLBGP). ‘'...three problems 
true; one u that the segment of the poor 
for which self-emptoymentappottunitics are 
sought to be created through subsidy-cum- 


loan-financed asset-baaed programmes is 
unable to operate these schemes because of 
that very chron ic hunger which tbc schemes 
seek to abolish; the second is that, apart from 
being inadequate in terms of outlays, wage 
employment programmes for the rural poor 
lack an efficient delivery system; the third 
is that the continuing rite in prices of 
foodgrainx and other essential commodities 
leads to erosion in such additional incomes 
as are generated by anti-poverty measures 
and by the general growth process... A public 


distribution system has obvious and intimate 
relevance to all three anti-poverty issues 
mentioned above, because only such * system 
can have the infrastructure todeliver essential 
commodities to meet the minimum food 
requirements of hungry households, to 
control prices in the open market and to 
deliver the foodgrains required at the village 
level on a day-to-day basis to those parti¬ 
cipants in the rural employment generation 
programmes who are dependent on daily 
wages” (Venugopal 1992; pp 121-22). 


Table 5; Monthly Per Cawta Total Cereal Consusuttok (Ko) sy Select Decile Groups, 

All India Urban 


NSS Round 

Survey Period 


0-10 

10-20 

20-30 

30-40 

40-50 

0-100 

14 

July 1958-June 1959 


9.84 

11.40 

12.16 

12.45 

13.30 

12.65 

15 

July 1959-June 1960 


9.30 

10.88 

11.19 

11.69 

12.58 

1227 

16 

July 1960-AuguA 1961 

9.77 

10.70 

1135 

11.93 

12.84 

1253 

17 

September 1061 -July 1962 

9.12 

1127 

11.69 

12.3* 

12.85 

12.49 

19 

July 1964-June 1965 


8.42 

10.51 

11.13 

1193 

12.19 

11.78 

27 

October 1972-Septerober 1973 

8.75 

10.52 

11.23 

11.46 

11.84 

11.32 

28 

October 1973-Juae 1974 

8.87 

10.53 

10.93 

1142 

11.68 

11.37 

32 

July 1977-June 1978 


8.86 

10.86 

11.40 

11.81 

11.07 

11.72 

38 

January-December 1983 

9.19 

10.46 

10.98 

11.34 

11.49 

11-38 

42 

July 1986-June 1987 


9.15 

10.48 

10.74 

1013 

11.4* 

11.04 

43 

July 1987-June 1988 


9.75 

10.87 

11.15 

11.37 

11.46 

1125 

44 

July 1988-June 1989 


9.67 

10.62 

11.04 

1126 

11.43 

1127 

45 

July 1989-June 1990 


10.03 

10.79 

11.13 

1154 

1143 

114)9 

Source: Author's estimates hated on various NSS reports. 





Tabi e 6: Composition of Cereai Consumption Basket »y Sei ett Decile Grotps, 





All India Urban 







(Per cent share to total quantities) 




Decile Group 

0-10 



10-20 



20-30 



Rice 

Wheat Coarse 

Rice 

Wheat 

Coarse 

Rice 

Wte* 

Coarse 

Ye<« r '\^ 


Cereals 


Cereals 


Cereal* 

1958-59 

27.65 

20.44 

51.91 

34 07 

.30.75 

35.1* 

41.67 

25.09 

3324 

1959-60 

33.23 

29.08 

37.69 

37.87 

27.36 

34.77 

39.04 

27.73 

3322 

1960-61 

34.35 

25.16 

40.50 

40-59 

29.30 

30.10 

4*0* 

2*-91 

23.01 

1961-62 

40.26 

25.91 

33.83 

41.11 

32.13 

26.76 

46.30 

29.69 

24.01 

1964-65 

39.34 

34.42 

26.25 

49.00 

30-56 

20.44 

46.45 

3326 

2029 

1972-73 

39.74 

.36.28 

23.98 

42.47 

37.36 

20.17 

43.64 

39.02 

1725 

1973-74 

41.77 

28.87 

29.36 

45-51 

3259 

21.90 

47.09 

34.03 

18.87 

1977-7X 

42.54 

31.32 

26.15 

44.62 

37.6* 

17.70 • 

46.17 

3959 

1424 

1983 

37.87 

39.93 

22.21 

4524 

40.14 

14.62 

46.72 

39.62 

1346 

1986-87 

45.29 

38.76 

15.95 

49.76 

40.50 

9.74 

49-54 

4154 

1.92 

1987-88 

45.34 

38.38 

16.28 

47,64 

41.06 

11.30 

4*51 

42.0* 

9.41 

1988-K9 

43.65 

40.91 

1544 

45.76 

39.95 

1429 

49.37 

40.67 

9.96 

1989-90 

46.80 

38.74 

14.46 

50.03 

39.44 

1052 

49.9* 

41.65 

«$7 



JO-40 



40-50 



(MOO 



Rice 

Wheat Coarse 

Rice 

Wheat 

Couse 

Rice 

Wh at 

Coarse 



Cereals 



Cereals 



Cereals 

1958-59 

43.04 

24.11 

32.84 

43.82 

24.17 

32.00 

43 J7 

3028 

25J85 

1959-60 

40.94 

27.40 

31.66 

46.44 

28.93 

24,63 

45.48 

32.19 

22-33 

1960-61 

46.21 

31.31 

22.47 

48.95 

31.85 

1920 

47.49 

33.92 

18.60 

1961-62 

47.71 

30.00 

2222 

49.87 

30.91 

1922 

4929 

3286 

17X5 

1964-65 

47.44 

33.99 

18.57 

47.66 

36.42 

15.91 

47 62 

37 61 

1477 

1972-73 

43.80 

39.79 

16.40 

4358 

42.30 

14.12 

43.64 

4258 

13.7* 

1973-74 

48.95 

36.78 

14.27 

4823 

37 J8 

14.39 

47-32 

37.99 

1449 

1977-78 

47.51 

39.98 

12.52 

48.05 

40.55 

11.39 

46.76 

4155 

1149 

1913 

47.43 

40.73 

11.84 

47.73 

40.98 

1129 

4675 

*2.36 

1090 

1986-87 

49.32 

42.31 

8.37 

48.69 

43.55 

7.75 

4828 

*3.75 

797 

1987-81 

48.29 

42-51 

9.20 

48.67 

42.36 

1.97 

4756 

4427 

818 

198849 

48-56 

42.45 

8.99 

50.39 

4094 

8.67 

47.47 

42-68 

9.85 

1989-90 

51.98 

41-56 

6.47 

51.73 

41.89 

6-39 

49.14 

4364 

721 


Source: Author's estimates 
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Ensuring foodgrain availability through 
growth in production can only be a long¬ 
term policy option; therefore, targeted PDS 
seems to be the short-term option to ensure 
foodgrain availability and hence food sectffity 
for the rural poor. Thus, given the increasing 
market dependence of the poor and the 
prospect of rising cereal prices with the 
integration of the Indian economy with the 
world economy, food security and 
nourishment of the poor can only be ensured 
by instruments like the PDS. 

IV 

Scope for Commodity-Based 
Targeting 

What is to be noted about the cereal 
consumption basket is (he change in its 
composition in favour of superior cereals 
like rice and wheal (Tables 4 and 6). For 
instance, (he average per capita consump¬ 
tion of rice per perron per 30 days increased 
from 2.59 to 5.27 kg between 1954-55 and 
1989-90for the poorest decile group. Similar 
increases, though not of the some magni¬ 
tude. occurred for (he other two. second 
poorest and third poorest decile groups also. 
Accordingly, their shares of rice in the cereal 
basket increased from 25 to 48.34 to 52 and 
41 to 53 percent respectively. Much more 
striking are the increases in tbc shares for 
wheat and decreases for those of coarse 
cereals. For the poorest decile group, the 
share in cereal consumption of wheat 
increased from 2 to 29 per cent while that 
of coarse cereals decreased from 73 to 23 
percent. Similar changes occurredfor other 
decile groups too. The urban sector too 
experienced similar changes in tbc cereal 
consumption basket; but the pattern and 


magnitude of changes are not as striking as 
that for the rural sector. Both in the rural 
and urban sectors, the share of wheat in the 
cereal basket increased and that of coarse 
cereals decreased. Thus, the very 
consumption pattern of the poor has changed 
over the years in favour of superior cereals, 
partly due to relative price increases for the 
inferiorfoodgrains and partly due tochanges 
in preferences. As regards the poor fanners 
such changes are also due to the fact that 
prices of superior cereals like rice and wheat 
are lower than the cost of production of 
coarse cereals [Bhaiia 1988; p 43). 

The changes in consumption patterns can 
also he verified by examining the Engel 
elasticities for different consumption items. 
For this purpose, data from the household 
consumption survey of the National Sample 
SurveyOrganisatkm conducted during 1961- 
62 (17th round) and during 1989-90 (45th 
round) aremade use of. Of course, thechanges 
in consumption patterns would also depend 
on relative price movements and systematic 
factors like race, occupation, age and level 
of education of the head of household: a 
detailed study incorporating all such factors 
is being carried out separately. 

The Engel relation y = f(x) between per 
capita expenditure on a specific commodity 
(y) and per capita monthly total consumer 
expenditure (x) and hence Engel elasticities 
can he estimated using different methods. 
Given that the published NSS data are 
available only in the form of grouped 
arithmetic means in unequal sire classes of 
total expenditure, the assumptions of the 
conventional method of least squares about 
the error terms may not hold. Therefore. 
Engel elasticities are estimated using live 
method based on the concentration curve 


approach (Iyengar 1960,1964], In addition 
to the advantage that the method makes less 
restrictive assumptions, is suitable for the 
available data sets and provides consistent 
results, it has been found [Saha 1980} to be 
the beat method', among four different 
alternatives including the least squares 
approach, in terms of sampling variance for 
each method and sign test based on sampling 
variance. 

This approach is based on the following 
assumptions; 

(i) The variable per capita total consumer 
expenditure (x) has a log-logistic distribution 
which is characterised by the equation 

. F(x) 

log-* a + b log x (1) 

1 - F (x) 

(ii) The Engel curve is linear in double 
logarithmic scale and is given by 

<t» (x) * E (y/x) a Ax" (2) 

where y and x denote the household 
expenditure on the specific commodity and 
total expenditure respectively. 

Now. the Engel elasticity is given by 

q * -K- (3) 

* 

where q stands for which can he estimated 
from the Lorenz ratio L of the size distri¬ 
bution of x and the specific concent-ration 
coefficient L t for the commodity under 
consideration. 

The Engel elasticity estimates and other 
related consumer behaviour parameters are 
presented in Tables 8 and V respectively for 
the rural and urban sectors at the all-India 
level. The commodities considered, due to 
data availability constraint, are: (i)ricc, (ii) 
wheat. (Hi) course cereals consisting ofjowar, 
bajru. maize, barley, small millets and ragi, 
(iv) edible oil and (v) sugar. 


Tabi 1 7: Own Price El ASTirmes by Commotiity Groups. Ai i Inis a Rckai and Urban 


Commodity Group 



Rural India 





Urban India 



Very Poor 

Moderately 

Poor 

Nivn-Poor 

laiwer 

Non-Poor Ail Groups 
Higher 

Very Poor 

Moderately Non-Poor 
Poor lower 

Non-Poor 

Higher 

All Groups 

Rice 

(-11.9904 

(-10.8340 

0.3073 

0..3364 

t-8J.55.34 

(-11.0197 

(-81.4022 

(-81.302 

(-81052 

(-10.2759 

Wheal 

(->2.3212 

(-10.2847 

(-10.3567 

(-10.1891 

(-81.6.475 

(->1.2088 

(-81.10*0 

(-30-514 

(-8)389 

5 

12912 

(-10.4627 

Other cereal 

(-11.5543 

(-11.2771 

(-10.8228 

0.4043 

(-J0 8212 

(-81.9036 

(-10.5872 

(-81315 

0.1041 

Milk and milk products 

(-11.2237 

(-11.1184 

(-10.9334 

(-81.5563 

(-10.7854 

(-10.7671 

(-81-8314 

(-81816 

(-8)578 

3 

(-8)316 

(-81.6600 

Edible oils 

(-10.8167 

(-10.5519 

(->0.4781 

(-81.4845 

(-10.5388 

(-81-4352 

(-10.5026- 

(-8)462 

(-8)3879 

Meal, fish and eggs 

(-10.9676 

(-10.7573 

(-W.6433 

(-81.5130 

(-8)6403 

(-10.5728 

(-10.5496 

M0559 

(-8)334 

(-)0344l 

Sugar and gur 

(-10.9712 

(-10.6949 

(-10.6563 

(-10.4421 

(-10.5985 

(-81.5647 

(-8)4537 

(-10.404 

1 

(-10.629 

<-*>.263 

5 

(-81.3457 

Pulse 

(-11.3253 

(-11.2633 

(-11.1329 

(-11.4780 

(-11.3034 

(-81.6800 

(-10.8012 

(-10.417 

1 

(-8)368 

1 

(-81.840 

1 

(-)1.033 

5 

(-8)3371 

Fruits and vegetables 

(-10.9718 

(-10.8060 

(-10.7629 

(-10.7288 

(-81.7853 

(-10.8524 

(-81.73.13 

(-81.617 

5 

(-10.814 

(-81.6125 

Other food 

(-10.8122 

(-10.9617 

(-10.8764 

(-10.9957 

(-10.9340 

(-10.5316 

(-10.7271 

(-10.1011 

Noa-food 

(-10.8580 

(-10.8589 

(-10.9498 

(-11.1316 

(->1.0167 

(-81.6849 

(-10.7879 

(-11.033 

5 

(-10.9845 


Notr. EjRBttcvtie* are evaluated at group mesas of 1987-88. 
Source; Radbakrtriwa and Ravi (1992). 
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A* per tbe Engel law, with an iocreate in 
toul expenditure (i) u increase in Engel 
ratio irxlkaScs that tl» comm cxbty concerned 
i* a relative luxury with an expenditure 
elasticity greater than unity: and(ii)adccreare 
chows that the item is a necessity with 
expenditure elasticity less than or equal to 
unity. The estimates presented in the tables 
show a decline in Engel ratios for all 
food grains both in the rural and urban sectors. 
The Engel ratios increased both for edible 
oil and sugar in rural India and only for 
edible oil in the urbansector. Between 1961- 
62 and ] 989-90. there was an increase in per 
capita total consumption at constant prices 
in both rural and urban India (Suryanarayana 
1995]. But only sugar in the rural sector has 
an Engel elasticity estimate of greater than 
one. Between the two periods, Engel elasticity 
declined for all commodities except hajra 
and maize in the rural, and wheat and bajra 
in the urban sector. Part of the inconsistencies 
between changes in Engel elasticities and 
ratios could be due to changes in relative 
prices. Changes in relative pices during 
1970s and 1980c have been such thatexUmates 
of Engel ratio* based on current prices po vide 
an exaggerated and sometimes even distorted 
picture about the underlying real changes 
[Suryanarayana 1995). For the present 
analysis what matters most is the low value 
of Engel elasticities and their decline by 
1989-90. Going by the elasticities, one might 
be temped to conclude that these items arc 
important from the punt of view of PUS 
targeting since Engel elasticity if: (i)ncgative 
implies that the poor would gain more subsidy 
in absolute terms, (ii) a positive fraction 
implies that the poor benefit more relative 
to theirtolal expenditure: and (iii) more than 
one implies that the richer groups benefit 
both in absolute terms and relative to total 
expenditure. In fact, what the declining F.ngcl 
elasticities imply. <'eirrix purihu.s. are (i) 
improving consumption profile of poorer 
group with respect to these items, and (ii) 
considering the population as a whole, 
declining response of ioodgr&iu consumption 
to expenditure and hence income growth. 


The improving consumption profile 
hypothesis can be carried further examining 
the inequalities in consumption distribution 
in terms of shares of the bottom 50 per cent 
and inequality measures like concentration 
ratios. The consumption share of the bottom 
50 per cent of the population increased for 
all commodities except bajra and maize in 
both rural and urban sectors. This is further 
confirmed by estimates of specific 
concentration ratios for consumption 


distribution in quantities for 1961-62 and 
1989-90. Specific concentration ratio 
declined from 0.145 u>0.029 for rice. 0 346 
to 0.130 for wheat. but increased from 0.020 
to 0.035 for coarse cereals as a whole for 
rural India: they declined from 0.105 to 
0.049 for rice. 0.115 to 0.205 for wheat and 
from (-JO. 178 to f-)0.184 for coarse cereals 
for urban India. As reg ardx consumption (in 
value terms) distribution of edible oils and 
sugar, the specific concentration ratios 


Table 8: Estimates of Enoei. &Asrumhs and Other Consume* Behaviors Paxametexs 
to* Select Commodities, An India Rubai 
0961/62 and 1989/90) 


Commodity 

Engel Elasticity 

Cotisumpuos Share (Iter Cent) 
oS the Bottom 50 iW Cent 

Engel Ratio 
(Per Cent) 

1961/62 

15*5790 

r%)762 

1989/90 

1961/62 

19*9/96 

Rice 

0319 

0.196 

38.20 

45.68 

2329 

16.30 

Wheal 

1.099 

0.442 

26.41 

41.74 

5.66 

7.19 

Clause cereals 

0.126 

0.063 

47.42 

49.66 

9.70 

321 

(i) Jowar 

0.067 

(-W297 

49.84 

55.35 

3.36 

1.34 

(ii) Bajra 

0.662 

0.948 

33.86 

29.99 

1.56 

0.76 

(iii) Maize 

0.007 

0.155 

50.70 

4633 

132 

0.55 

(iv) Barley 

(-10.056 

(-11303 

5332 

73.18 

1.47 

0.06 

(v) Small irullels 

(-10234 

(-11.423 

55.16 

78.48 

0.46 

0.08 

(vi) Ragi 

0.109 

(-)0JSO2 

44.07 

69.78 

1.33 

0.42 

Edible ml 

0,944 

0.807 

3023 

34.38 

308 

4.87 

Sugar 

1.320 

1.089 

22.76 

28.55 

2.95 

3.04 

Total consumption 

1.000 

1.000 

29.08 

31.01 

1.00 

1.00 


Taei e 9: Estimates of Enoei B astktties and Oihes Consume* Behaviouk Paxameteks 
fox Sei eit Commodities. At i India ixban 
(1961/62 and 19*9/90) 


Commodity 

Engel Elasticity 

Cmuumphon Share (Per Cent) 
ot the Bottom 50 Per tint 

Engel Ratio 
(Per Cent i 

1961/62 

1989/90 1961/62 

lOX'.'X) 

1961/62 

1989/90 

Rice 

0.370 

0.140 

40.33 

47.29 

13.38 

8.47 

Wheal 

0.416 

0.584 

J9.14 

42.44 

6.80 

5.04 

Coarse cereals 

(-10.461 

(-8)323 

62.76 

61.61 

2.72 

0.70 

(i) Jowar 

(-J0.509 

(-8)379 

65.30 

65.14 

1.65 

0.42 

(it) Bajra 

0.094 

0.49*) 

49.07 

45.11 

0.52 

0.16 

(iii) Maize 

(-*1.855 

(-81.471 

72.62 

61 ~n 

0.10 

0.04 

(iv i Barley 

(->1.(M26 

0.000 

73.85 

- 

0.16 

0.00 

(vi Small rutllcls 

(-2204 

0.000 

81.16 

- 

0 03 

0.00 

(vi 1 Ragi 

(-8)359 

(-81.653 

61.00 

64.39 

l .26 

0.08 

Edible ml 

0.754 

0.684 

30.35 

32.85 

2.95 

4.90 

Suga-- 

0.795 

0.617 

2*).70 

34.X2 

3.76 

2.61 

Total consumption 

1.000 

1.0(81 

2625 

26.93 

MX) 

1.00 


( 


Tabi e 10: OHTiFOaotnwtsECoNst'MrTiiiN Dim-kisition fo* Sei err Commodities An India Ri'Sai (1989/90) 


Decile 

Group 

Rice 

Wlaial 

Coarse Cereals 

Sugar 

Edible Oil 

Decile 
Group wise 
Share in 
Consump¬ 
tion (Per Cent I 

Per Capita 
Consumpt¬ 
ion (Kg Per 
Month) 

Decile Per Capita 

Groupwi.se Consump- 
Shfue in Uon (Kg Per 
('onsump- Month) 

lion (IVrCent) 

Decile 
Group wise 
Share in 
Conxump- 
lion 

Per Capita 
Consump¬ 
tion (Kg Per 
MomK) 

Decile 
Group wise 

Share tn 
Consump¬ 
tion 

Per Capua 
Consump¬ 
tion (Rs Per 
Month) 

Decile 
Groupwisr 
Share us 
Cotuump- 
tion 

PerCtpua 

Connanp- 

uon (Rs Per 
Month) 

0-10 

HHRTTHH 

527 

6.81 

320 

10.41 

2.61 

3.11 

1.97 

4-58 

4.17 

10-20 

929 

6.44 

7.02 

3.30 

10.95 

2.75 

5.06 

3.2) 

6-37 

5.79 

20-30 

1022 


8.86 

4.16 

8.50 

2,13 

5.92 

3.75 

7.00 

637 

30-40 

9.58 

664 

10.02 

4.71 

8.15 

2.05 

6.71 

425 

7.71 

7.01 

40-50 

10.94 

738 


426 

8.88 

2.23 

7.74 

491 

8.73 

7.94 

50-60 

11.91 

825 

8.33 

3.91 

8.25 

2.07 

8.79 

5.57 


1.44 

60-70 

10.39 

7.20 


5.17 



10.87 

6.89 

11.01 

10.02 

7040 

10.39 



5.22 


3.34 

13.88 

1.80 

1230 

11.38 

80-90 

9.84 

6.82 

12-48 

5.87 

13.38 

3.36 

1621 


13.67 

1244 

90-100 

9.85 

6.83 

15.32 



235 

21.71 

1376 

19.14 

17.42 

AO 


6.93 


4.70 

100.00 

2-37 


634 


9.1(1 
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registered adecilnc in both rural and urban 
India. Rural specific concentration ratio 
declined from 0.298 to 0.224 for edible oil 
and from 0.416 to 0.303 for sugar while 
urban specific concentration ratio declined 
from 0.271 to 0.240 for edible oil and from 
0.285 to 0.216 for sugar. Given the fact that 
Engel elasticities for majority of these items 
are less than unity and have declined in 
value, what these reductions in concentration 
ratios suggest is an improvement in the 
consumption profile of the poorer income 
groups. This is further confirmed by the 
decile groupwise consumption shares of 
different commodities for rural and urban 
sectors in Tables 9 and 10. The general 
impression that the coarse cereals arc 
consumed only by the poor does not seem 
to be valid any longer. At the all-India level, 
particularly in the rural sector, almost all the 
decile groups of population seem to be 
enjoying equi-proportionate shares in coarse 
cereal consumption with thedifferent decile- 
wise per capita coarse cereal consumption 
being more or less the some (Table 9). In 
urban India, even though the poorest three 
decile groups enjoy disproportionately more 
consumption shares, absolute quantities 
consumed of coarse cereals are quite small. 
In contrast, edible oils and sugar are 
consumed, both in absolute and relative terms, 
substantially largely by the richer decile 
groups in rural and urban India. As regards 
the suggestion for targeting by distributing 
infericrvanetiesof rice and wheat [Ahluwalia 
1993J, it should be noted that one reason why 
people, even poorer sections, approach the 
PDS only when the open market price rises 
substantially relative to PDS price is due to 
the poor quality of the grains. It may be seen 
from Table 2 that in rural India only 14 per 
cent of the market dependent population for 
rice and 26 per cent for wheat depended 
entirely on the PDS for their purchases: the 
corresponding percentages for urban India 
being 11 and 30. Rest depended partly or not 
at all on the PDS. one major reason being 
‘quality not satisfactory’. The percentages 


reporting unsatisfactory quahty os the reason 
are five for rice and two for wheat in rural 
India and 20 for rice and 16 for wheat in 
urban India. 

Thus the scope for PDS reform by 
commodity-based targeting seems to be 
limited. Further, there are constraints which 
have to be taken serious note of .With coarse 
foodgrains, the output has been stagnant and 
marketed surplus Is less. Their self-life is 
limited. Complete resort to self-targeting by 
restricting the commodity coverage only to 
coarse cereals is not desirable since these 
crops, being grown largely in dry areas, are 
subject to high instability in output. In 
general, it appears desirable to restrict the 
PDS only to basic foodgrains by excluding 
items like sugar and edible oil since these 
are the items for which even the richer 
sections' relative dependence is quite high 
and hence scope for considerable leakages. 

What would be the implications of such 
an option'.* As already pointed out in the 
introduction. PDS reform ensuring cereal 
supplies providing for normative calorie 
intake for the poor would require additional 
cereal amounts ranging from 20 to52 million 
tonnes and additional food subsidy, from 
Rs 3.600 to 9.300 crore. How far is this 
option feasible? Its feasibility would be 
governed by the following major 
considerations: To begin with, there is the 
resource constraint of the government. At 
a time when PDS reform is necessitated by 
the need for curtailing government budget 
deficit, enlarging PDS on such a scale may 
not be possible. Secondly, its implementation 
will run counter to the very reform 
programme. This is because currently cereals 
production is about 140 million tonnes. 
Assuming that the marketed output of cereals 
is about 40 per cent (i e about 60 million 
tonnes), revamping on a scale hypothesised 
would imply mopping up the entire 
marketable surplus and abolishing private 
trade altogether, a prospect diametrically 
against the liberalisation programme. 
Thirdly, the most important limitation is its 


implicit assumption tint all the poor will 
have adequate purchasing power to avail 
themselves of the available PDS supplies. 

This would call for a search foe cost 
effective means of ensuring food security to 
the population by a flexible combination of 
policies which would be sensitive to the 
causes of food in security in different regions. 
This is important given the inter-regional 
disparities in foodgrain production and self- 
sufficiency and the differences in causes of 
poverty and hence food insecurity. One 
option seems to be integrating the different 
poverty alleviation programmes and food 
distribution, the wetghtages accorded to each 
component varying depending upon the local 
causes of food insecurity so that both physical 
and economic access to food are ensured. 
Such a strategy possibly will also minimise 
the various costs highlighted by Sen (1992) 
associated with targeted poverty alleviation 
programmes. These are (i) costs of 
administering such programmes efficiently, 
(ii) costs due to poor maintenance of these 
programmes meant for groups which are 
politically weak, (iii) stigma attached to the 
beneficiaries of such programmes which act 
as disincentives louse them, (iv) social costs 
of denying benefits to the genuinely needy 
due to information distortion, (v) loss of 
social output and activity due to ‘incentive 
distortion' where potential beneficiaries are 
tempted to reduce their work so as to be 
eligible for support, and (vi) the political 
costs of constant monitoring in order to 
ensure that the beneficiaries' case for support 
is genuine. 

V 

Conclusion 

The need for containing government 
budget deficit and food subsidy and hence 
pruningthcsizcofthepublicdistribution sys¬ 
tem with least cost to the poor has necessitated 
PDS reform. The suggestions for reform 
cover a spectrum of possibilities like means 
test or commodity-based retargeting. 


Table II: DsntEGRouEWisEOoNsiiMKnow Distribution oe Stt ect Items, All India Urban (1989-90) 



Rice 

Wheat 

Coarse Cereals 

Sugar 

Edible Oil 

Decile 

Group 

Decile Per Capita 

Groupwise Coosumpt- 

Decile Per Capita 

Groupwise Consump- 

Decile 

Groupwise 

Per Capita 
Coosump-' 

Decile Per Capita 

Groupwise Consump- 

Decile 

Groupwise 

Per Capita 
Consump- 


Share in ion (Kg Per Share ia lion (Kg Per Share id lion (Kg Per Share in tion (Rs Per Share id tion(RsPw 

Consump Month) Consump- Month) Conaunp- Month) Coosump Month) Consump- Month) 
Don tion tion bon lion 


0-10 

8.61 

4.69 

8.03 

3.88 

19.14 

1.44 

4.38 

3.41 

411 

6.00 

10-20 

9.90 

5.40 

8.79 

4.25 

14.73 

1.10 

6.14 

4.77 

‘ 5.74 

8.37 

20-30 

10.21 

5.56 

9.58 

4.64 

11.95 

0.90 

7.33 

5.70 

6.86 

10.01 

30-40 

11.01 

6.00 

9.91 

4.80 

9.34 

* 0.70 

7.98 

6.21 

7.56 

11.04 

40-50 

10.85 

5.91 

9.89 

4.79 

9.01 

0.68 

8.99 

7.00 

8.61 

12.57 

50-60 

10.10 

5.50 

9.91 

4.80 

8.77 

0.66 

1021 

7.94 

10.05 

14.67 

60-70 

10.33 

5.63 

10.13 

4.90 

8.23 

0.62 

10.80 

8.40 

11.09 

16.19 

70-80 

9.98 

5.44 

11.22 

5.43 

7.38 

0.55 

12.11 

9.42 

12.67 

18.50 

1040 

9.67 

5.27 

1126 

5.45 

6.67 

0.50 

13.83 

10.76 

13.96 

2029 

90-100 

9.34 

5.09 

11.29 

5.46 

4.77 

0.36 

18.24 

14.19 

19.35 

2826 

AB 

100.00 

5.45 

100.00 

4.84 

100.00 

0.75 

100.00 

7.78 

100.00 

14.60 
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auntie Hie PCS wd call for bids for 
idgniii delivery, tod replace the PDS by 
xl stamp*. This paper examine* the 
xrical base* for some of the suggestion* 

' PDS reform and is particular how far the 
anises underlying the commodity-based 
srgeting are empirically valid. 

[he stagnant levels of cereal consumption, 
rticularly of the poorest decile groups, 
upled with growing inter-regional 
untie* in foodgrain production and the 
i that inter-regional variations in cereal 
1 calorie intake have mote to (fa) with 
idgrain availability than income imply a 
;er role for the PDS in ensuring food 
runty of the poor. This is all the more so 
'cn the finding that the poorer groups' 
irginal food choices are governed more by 
ramodity characteristics than theirealorie 
stent and are likely to respond to relative 
x changes through food subsidies and 
nee. schemes like the PDS. 
t is found that (he PDS, as i t operates now, 
; a commodity basket consisting largely 
superior cereals like rice and wheat, sugar 
i kerosene; inferior cereals virtually do 
figure at all. But it is no longer valid that 
irse cereals constitute a major consumption 
n of the poor and are consumed largely 
/ by them. The consumption patterns of 
poorest decile groups, in rural and urban 
ia. have undergone a change against coarse 
cals and in favour of superior cereals in 
.~xin*g to both relative price and taste 
nges. Now coarse cerealx arc equi- 
>portionately consumed by all decile 
tups in rural India but disproportionately 
re by the poorest three decile groups in 
>an India. Thus the scope for commtxlily 
«d PDS targeting and limiting leakages 
reorienting it in favour of coarse cereals 
ms to be very limited particularly in rural 
ia. A* regards urban India, even though 
rsc foodgrain* are consumed 
Toportionatcly largely by the poorer decile 
ups. scope for PDS del i vering t hexc grains 
ms to he limited since their absolute 
sumption itself is limited. 

JS reform per .^ensuring cereal supplies 
viding for normative caloric intake for 
,xxjt would not be a feasible option gi ven 
resource constraint of the government, 
prospect of abolition of private trade in 
Ignunxand the need forensuring adequate 
chasing power u> the poor. Therefore 
xibililie* forensuring food security to the 
*r by a flexible combination of policies 
ch would he sensitive to the cause* of 
d insecurity in different region* should 
nplorcd. Further, if the problem is to be 
ited and solved with the beneficiaries a* 
veagents' and not a* ’passive recipients’ 
<n (1992) suggest* and also to minimise 
economic and social cost* associated 
targeted programmes, then one option 
akt be to integrate the poverty alleviation 
igramme* with food distribution 
ticularty in food deficit regions where 


physical acce*s to food matter* a* much a* 
economic access. 

Notes 

(The author would like to thaak Krishna? for 
comneau oa the previous draft. Ttssstudy is pari 
of the research project oa Issues ia Food Target¬ 
ing and the Role of Foods! amps being carried out 
for Che UNDP Research Project on Strategies 
and Financing for Human Development.) 

1 See for detail* Suryaaarayaaa (1994a. b). 

2 A neat and interesting theoretical rationale for 
suchabehaviouronlhe part of poor households 
can be found in Beherman. Deolablcar and 
Wolfe (1981). Shah (1983) argues that the 
demand for food isajoiat demand for van ou* 
attributes of food, the two moat important of 
them being nutrition and taste. He find* that 
even at low level* of i acome households attach 
considerable importance to attributes like taste 
vu-e-vrs nutniion ta their marginal food 
demand choices. 

3 See Dcolalikar (1988) mad Beherman, 
Deolalikar and Wolfe (1988) for empirical 
findings on nutntion-productivity-gniwth 
nexus and wage efficiency hypothesis in India. 

4 That the PDS has also been instrumental in 
changing commodity composition of the 
consumption basket is borne out by the study 
for Andhra Pradesh [Olsen 19891: "Apart from 
the differential in (Ire value of (he subsidy in 
opportunity cost terms, the ration rice is also 
causing substitution away from coarse 
grams on the pan of the rural poor. In western 
Quiloor district songah (cooked ncc and ragi 
halls) is now made in a proportion of one ragi 
to four ncc measures, whereas historically and 
even in ibe recent past it was made with one 
part ragi to one part nee. Poor workers may 
as well take up the ration as buy the cheap, 
nutritious coarse grains, so that rice now lakes 
up a larger proportion of their cereal 
consumption" [Olsen 19*9; p I MU | 
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DISCUSSION 


Unfree Labour and Agrarian Change 

A Different View 

Ton Brass 


IN a recent article in the EPWabout attached 
labour and agrarian change in Haryana, 
S S Jodhaka (1994) attempts to refute an 
earlier argument made by me [Brass 1990] - 
that agricultural workers arc being 
deproletarianiacd -by claiming that workers 
reject attachment which has itself changed 
and is now on the decline. Not the least of 
the many difficulties 1 have with his case 
is the extremely misleading way in which 
the differences between us are presented: 
many of the processes and changes occurring 
in Haryana referred to by him are also referred 
to by me, impressions to the contrary 
notwithstanding. 1 In fact, with thccxceplion 
of the theoretical framework and conclusions, 
much of what Jodhaka says about Haryana 
to a large degree coincides with the situation 
as I described it. 2 The difference in inter¬ 
pretation which exists is in my view due to 
bis confusion about the nature of unfrcc 
labour, as a consequence of which Jodhaka 
underestimates both its role in the class 
snuggle and more generally (he importance 
of the latter for the structure of agrarian 
transformation. 2 This emerges particularly 
with regard to the wav in which he 
characteriscs labour attachment, and the 
connection between on the one hand (he 
clement of conflict that clearly pervades the 
villages be studied, and on the oilier phtno- 
mcna such, as workforce recomposition, 
restructuring and deprolctarianisation. 

On the question of deprolctarianisation. 
and the way in which rural labour is con¬ 
stituted rclationally as free or unfrcc in the 
course of the agrarian class struggle. Jodhaka 
holds what I would regard as an optimistic 
land premature) view about the decline of 
unfrcc relations between farmers and 
agricultural labourers. Ironically, much of 
the evidence which Jodhaka himself 
provides about the process and structure of 
agrarian transformation undermines the 
claims he makes about the non-existence of 
deprolctarianisation. To begin with, it is 
evident that for Jodhaka the concept 
'attached labour' refers only to permanent 
workers, whereas in Haryana unfreedom 
encompasses permanent, casual and migrant 
labourers. So not only is the incidence of 
attachment <■ unfreedom) per xe actually 
much more wide sjTead than Jodhaka implies, 
hut the shift from permanent tocasual and/ 
or migrant labour also corresponds to a 
process of workforce recomposition 
amounting to depmletarianisalinn. 


Initially dismissive of characterising 
(permanently) attached labour as coercive 
or unfree (and by implication a form of 
deprolctarianisation). in his thesis Jodhaka 
(1990: 268) maintains that to categorise 
attachment as a form of debt bondage is too 
‘simplistic’. Although in the EPW article 
Jodhaka provide* no definition of what 
precisely in his view constitutes unfreedom, 
in his thesis he categorises the tin as bonded 
due to intergenerationai inheritance of debt 
(1990:69), and identifies the receipt of cash 
wages by contemporary attached labourers 
together with their ability both to ‘change 
masters' annually f1990:272) and to assert 
Uiemsclvcs (1990:520.524) as evidence that 
they are not bonded. This suggests that for 
Jodhaka unfree relations are signalled by. 
among other things, the presence of inherited 
debt and the absence of self-assertiveness, 
cash wages and an ability to ‘change 
masters'.* 

Seemingly in agreement with my view 
that attachment does not correspond to a 
form of subsistence guarantee. Jodhaka 
(1994: A-105) then claims that it is much 
rather a labour mortgage system the object 
of which is to secure interest free credit. This 
is a curious and contradictory argument, lor 
two reasons. First, it could he argued that 
conceptualising debt bondage as a system 
of mortgaging labour (or offering labour- 
power to lenders of last resort in exchange 
for a loan) is to depict it as a form of 
subsistence guarantee, which suggests that 
his view on this issue is no different, which 
suggests that his view on this issue is no 
different from those 1 criticised! And second, 
it transpires lhat 'interest-free credit’ refers 
to the annual wage, which is not what worker 
borrows but t!>e payment to which he is 
entitled, as Jodhaka 11990:265-66) himself 
indicates, for anything in excess oi the annual 
wage un attached lubt Hirer has to pay interest. 

A form of class composit^m/reeiimposi¬ 
tion which accompanies the straggle between 
capital and labour, tie proletarianisation refers 
to a process of workforce restructuring that 
involves introducing or reintroducing unfree 
relations, cither hy replacing tree workers 
with unfree cquivalcntsorby converting the 
former into the latter. The assertion by 
Jodhaka to the contrary notwithstanding, it 
•* clear that at least two forms of workforce 
recomposition currently being undertaken 
hy agrarian capitalists in Haryana, whereby 
migrants are employed instead of locals and 


casuals instead of permanent workers, both 
correspond to deproletarianisalion. In his 
thesis hutnot in his article, therefore. Jodhaka 
(1990: 112. 131) informs os not only that 
large landholders employed migrant weaker* 
from (Jttar Pradesh and Bihar, and that such 
migrants amounted to some 25 per cent of 
the workforce, but also that local workers 
were hostile towards migrants whom they 
accused of undermining their bargaining 
power, all of which suggests lhat a process 
of workforce recomposition based on dopro- 
letarianisation was indeed taking place. 

Much the same is true of the extension 
of unfreedom from permanent to casual 
labour, which corresponds to a shift in the 
immobilising function of debt from a 
continuous and intergenerationai basis to a 
more period- and context-specific basis. The 
operationalisation of debt bondage is as a 
result confined to the months of peak demand , 

in the agricultural cycle, when sellers of i 
labour-power would otherwise command 
high prices for their commodity. Whereas - 
the 'traditional 1 form of bonded labour, or 
permanent attachment may be unprofitable ! 
from the viewpoint of employers in that it 
requires payment f ur time when labour-power 
is not engaged in productive activity, the 
modern form o| (seasonal) attachment of 
casual workers is not. : 

The decline of attached labour and the 1 
corresponding non-existence of depro- ; 
lelarianisation in Haryana agriculture is 
attributed hy Jodhaka to a number of 
interrelated causes.' First workers them¬ 
selves dislike attachment which they avoid 
or escape, as evidenced by their growing 
self-assertiveness.'' Second, the authority 
traditionally exercised by landholders over 
labourers has been eroded by changes in the 
local/regional power structure. And third, as 
a result of capital: i development the rural 
landless now have the possibility of 
alternative employment opportunities outside 
the village. Lei us examine each of these 
claims in tum. 

Regarding the dislike of attachment on the 
part of rural labour, here too. it is the case 
that instances of this are extensively 
ikwumcnicd hy me (Brass 1990: 37.45fT). 
However, the conclusion 1 draw from there 
examples is once again very different from 
that arrived at hy Jodhaka. lor whom the 
dislike of attachment constitutes evidence 
of worker empowerment (or 'xclf-asser- 
ttvcncus'), to which is attributed in turn a 
decline in the effectiveness and incidence 
of attachment itself K* aw. by contrast, 
dislike of unfree relations doe* not of itself 
mean that labourers arc able to walk out of 
these situations, much rather the opposite. 

In part the problem faced by Jodhaka is 
that, despite claiming mitiaUy that labourers 
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were not subject to physical coercion 
(1990:261 Thi* thesis - anti the article ha*c«l 
tat this - contains much evidence to the 
contrary: that i*. of physical attack* by 
employers on their (permanently) attached 
workers (JoJhaka 1990.270-71. 320: 
1994: A-1 05 j- Although Jodhaka ha* clearly 
had to change hi* mind on the issue. insofar 
a* he now accept* that attached labour i* 
indeed unfrac and coercive, the latter i« 
linked not in the reproduction of attachment 
hut much ratheritxdi**ohition. Accordingly, 
for Jotfliaka coercion generate* not only 
(and uncontr»ver*ially) a dislike of 
attachment and a dc*irc to escape from this 
but also - and more controversially - a 
capacity hi effect thi*. In support of the latter 
claim he point* to the ability of workers io 
'change masters’ and to the presence of 
urban employment. 

The claim that *clf-a*sertivcnc*x per xe 
constitutes evidence for the exercise of 
freedom ofchoice on the part of the labouring 
subject, ami is thus an indicator of a decline 
in workcrdepcndency. is problematic. Smcv 
according to Jodhaka (199(1: 70) then: was 
in Haryana conflict between unfrcc 
agricultural labour and creditor-employers 
over the 'hegar system even in the colonial 
penod. the current ability iif workers to 
engage in straggle cannot by itself he 
regarded a* evidence lor the trend toward* 
free labour and the consequent undermining 
of bondage. If anything, such sclf- 
assertivenes* can trigger an intensification 
in the rule of the debt mechanism ax a form 
of control, in that creditor-employers may 
threaten to vail in outstanding debts/ 

Oh the issue of 'changing masters’ as an 
indicator of the free or unfrcc nature of 
agrarian relations. Jodhaka presents us with 
contradictory views.* In eases where 
relations between Employer and labourer 
give rise to conflict, he observes (A-1 (IS), 
permanent workers are able to change 
employers. This he regatdx as one of the 
'counter tendencies’ |Jodhuka 1994:A-I05|. 
or a positive sign (hat the incidence of 
unfreedom is declining.’' In the same 
article, however, he accepts that 'changing 
masters' transfers but does not eliminate 
attachment: in other word*, what we have 
here t* yet more evidence for the existence 
of deproktarianisalion. 

The ability to escape attachment i* 
attributed by Jodhaka to the presence of 
alternative employment opportunities 
generated hy capitalist development. The 
argument about capitalist development 
reselling in alternative employment 
opportunities i* also one considered hy me, 
and indeed I point out that brick kiln* 
constituted one such source of non- 
agricullural work. However, it is imponattl 
to distinguish the arnilahilitv «>f mar-farm 
jobs from a capacity on the part of indebted 
waken to take these up. and it i* on thi* 


point that Jodhaka and I disagree. 
Accordingly, any and all vlaima about 
freudian of choice and freedum of movement 
must be tpialifkd hy the fact that during the 
period of peak seasonal demand a worker 
who owe* money to a fanner would not be 
permitted toscll his labour-powerelsc where 
unless it was no longer required by the 
ereditor-employertwhatThmurrefetmlm 
as a 'heek-and-ealT relationship). 

Although farmers in Haryana might 
accept - anduvenencourage - their labour¬ 
er* seeking alternative employment during 
the off-peak season (when there is no work 
for them) as a cost-cutting exercise, they 
nevertheless stnatgly resist attempts toextend 
this freedom into the peak agricultural season 
itself (Brass 1990:49|. Hence, while increased 
market opportunities might indeed he present. 
not only in the form of IRIM* loans hut also 
in the form of employment on local 
construction sitex. it does not follow that 
agricultural labour will he permitted toa vail 
itself of them: much rather the opposite, 
since - as with the case of assertiveness - 
this is precisely the situation in which resort 
to the debt mechanism as a method of labour 
disciplinc/contml is intensified. 

Notes 

1 The extern ol this overlap is evident, for 
example. hum the fact that even Ilk' suhtaaiiag 
used by Jodhaka (I994:A- IttJ t lor Section III 
of his article (‘Attached labour w Maryana: 
Historical Context') reproduce* verivnim a 
subheading ('Attached Ijrhoor la Haryaas: 
The Historical Context') m the earlier text hv 
me |Bnss 1990:421. 

2 Forexample. Jodhaka (I994:A-I05. A-106) 
indicate* lias the witness system operating in 
Haryana during ihe 1970s. as described by 
Bhalla( 1976). had by the late 19X0* undergone 
a fundamental change: from one is which 
witnesses were persons > S power aad authority 
in one ur wtheh they cans-1 rum the same easie 
a* the Mwsirer. a HMsfunuatioa that according 
to Jodhaka "reflected an erosion in the 
authority id tradHusaJly dummant sections’". 
What he omits to mention, however, is not 
onty that the very same stall is noted hy me 
|Dross 1990:14. 65 solo 60), hut also that I 
drew a very diflereM ronchisioB shout as 
significance: rather thus a form of worker 
empowerment, which is what Jodhaka 
perceive* it m« being, Imtetpreiihisasuchangr 
in the structure of authority and not as the 
etumnaiM* of authority per se. In order to 
Mam tbetrucressHi fodder tewwreoiam retted 
hy taadhofdvrs. tberolore. workers who 
po s s es sed hvc*ock exercised on hehnlf id 
emphiyers an mdireti (hut more effective) 
method of debt enloreement over non- 
livestock-owning workers, a form iif power 
ipcTahouabscd from « dhm the baitap/bvUc 
domain. -Simrlarty, au disagreement exists 
regarding the occurrence of change* i* the 
nature uf atiadmcm. since this is precisely 
what I myself originally argued. In his 
conclusion, however. Jodhaka (I994:A-IM| 
tdtxetvesdnn The mdeNcdaots and consequent 
compuhunn m cuntnmc working a* «nached 


• f. ,4k. — —* - -- ifn . n th .[in r. - «- , aft 4 t- j .-.I 

wWim Pw ■Mpif Vv vMBMtf 

mlulonsltm 

wujn. mHWCy «R WIIIUIUWII me 

Thm. how wit. xtkwMmx Isndiolhctxmrtu*** 
thnl n o th ing hm changed ax far as ds p endoney 
rotations are concerned." Again. Ihr inference 
here is thatthe latter positron is one held hy 
me. nhereas the opposite is Hire. At no pm* 
have I bum mm nett that no rhuago has occurred 
in dependency relations: much rather the 
contrary, since I argue that in Haryana the 
structure of deht and bondage has shifted from 
petmu ne nl to casual workers. 

3 This underestimation of chtss struggle is 
evident, for example, from the way in which 
the Mtrodoctkni into Haryana agriculture of 
(ireoa RevohMma technology is Mterpretod. 
Siace mcdiaaixaiioa enabled large farmers to 
resume land for direct cultivation instead uf 
leasing d isn u> small tenants. Jodhaka argues 
that the nriaiintt* of production were changed 
hy tractoriMion (1990:1*211; 1994: A-10J). 
As he argues that U was tb.' uvatlahtlity id 
choap credit Hum the honks that permuted 
tracturisMioa. the chain id determination then 
hecumcs: credit =* iractofisataia *» fanner/ 
tenant conflict =» displacement id Ihe '.ughi' 
hy the '.naukar'. This is ptohlcm.SK . since d 
(dtocMes causal pnmucy stugdy totructortsaliiia 
ur credit provision, instead id asking whM led 
in this ia the find pi ace: in shun, dctetmmwiioa 
is ailrihuied lo the forces ol prodiHlHta 
(imcioriMdHHi. creddi rather lhaa to the social 
rWutKM* id production. A ns we nMistailon 
way uf theurisiag tius (roastormaiKin wmdd 
he to place die ael uf tractonsuikia itself in 
the ongoing an d much wider context uf class 
straggle between it md labour thereby 
snooting Uw element id iU< umnaliiin once 
agtaa at the level ol social ict.amn*. 

4 A number uf uh>crv:ditdis can K’made ahtwi 
two of these piaats. First, although Jodhaka 
identifies tatergeaemlioaal lahentaace of 
debt as a dwraclenstk of bondage and then 
denies (1994: A-10.1) it* current applicability 
in atlacheil labour, he provides no information 
■a support of his cuMCMuta that unpaid debt 
plus accompany mg labour-service is no kmger 
passed I nun lather to surviving kmshdfc on Da 
death. physical rotpwrroeni. of old age id the 
tonuer. pact Jodhaka. the inhentancvdiansler 
of debt iddigalions is indeed a phenomenon 
currently encismtcred m Haryana. And second. 
iui the question uf wages it due.- md tot ton 
that if payment is tn cash this m.ikes M any 
mure- easy to dear debts. The latter process 
is determined md hy the wage form pet te 
hut usher by its purchasing power, id real 
wage levels, la this connection. Jodhaka 
<l'J9tt;26l) maintains that haws by lamer* 
in labourers did not result m lower wage rales, 
ingdy mg that indebtedness did ms necessanl) 
lead to increased cxpiortaHon and <urphi> 
extract ion. Yet. efoewtare he informs us das 
attached labourers not outy regarded creditor 
emphiyers as exploiter*' (1990:270: I9*J4. 
A-105) hut also worked harder, fur hwgcf 
hum*. and on a yearly basis earned le n s mo ney 
than Ihe less indebted casual workers (1990 
269.273 1 . aHufwJucti suggest* that a Nghn 
incidence of surplus exttaretiou premised •« 
a more ndensc work schedule was indeed 
linked m debt. In snch cjncmmennivs. it is m* 
necessary fur a farmer to pay lower wage* 
urdy m ensure that Ins attached Wnwrevs wort 
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tetanhaa iWnr iMrenrtw of laKiar receiving 
tm — m m wa g >n a ta.ra is g 4te4thlaMrVe|ira 
IP M QH f oonp^MCH 

l A* it tV cat* at iatmgaaarmiaati debt 
tnmrttn. Jodtaka p oww w an ptnof dial 
(penaaaaady) attatbad labour la actually 
dadiniag: w tea ows aorta <1994:A-i()6>. 
Iljbntfb to ijuiaMitaiivt) evideaco could he 
fa there d |mhwm| the dediae nf attached 
hdxiur(. Ihai tapr mii n laudopuuoaaexpteaaed 
hyfanueoi a K tlahouw rfeaptMKtetaooafKnied 
it". What predady wapnadea ta coafirmed. 
aad why. reman* a matter fur aejewure, h 
baa loaf hero rrcogauod that optimistic 
progaure* by ialeretted parties (pail >cu tarty 
employers) *u«M always he treated with 
extreme caution. not to say scepticism. 
Certatafy ins the care that. Inflowing (hu 1976 
Bonded Labour (Aholittoal Act. farmers ta 
ladia have hecoaae mote aware at the debate 
about the legaUty at attaduneui through debt, 
aad ate ooasagueatly wary at aay enquiry 
about this mm. Owing my owa research ta 
Punjab aad Haryana. fanner* who employed 
attached labourers were quick to pot at out - 
unprompted hv me-that such relations, 
which they described ia idealised terms, were 
aot boaded labour. 

' It should be anted that Jodtwka presents 
cnatnalictoty statements about Ibc desirability 
of the attached labour relation Irom the 
viewpoMM of it* subject. Having noted winkers' 
dislike of attachment. he also stales that 
[lodhaka I*»4:A-103|: 1n)ow most of them 
jibe wutfcers) preferred working as nuuknis’ 
ja attached labour]". 

iodbaka himself provides amfinnalioa of this 
very process: during paaehavat elections, 
larfc landholders compelled indebted 
casual aad attached workers to vole fur 
candidate* favoured by their employe** 
prccvel v by means ol threats to demand debt 
repayment (1990:1 OX, 294. 324 1 . This 
example, referred lo hy lodhaka ia his thesis 
but not in the article, sits rather awkwanM) 
with clmn* about the uapmNcaialreally sell - 
assertive character of rural labour in Haryana 
and a corrcspoadiap orusn* ta the power of 
laadhofdets. 

That lodhaka is unclear about the extent to 
which a capacity to change masters' is 
mdicaiive of unfreedom emerge* irom his 
thetas, wh e re we arc informed (1990:50) ihm 
taUic>Mu^nleniaaiaiLrhiedslavoploUBhmua 
was iMc easily 'tochappc nusorhy homiwiag 
from a new master ia order to liquid:ac lus 
tbtigaUoa to the old', lienee the ability lo 
change master* v<« aa anau.d fcens. wltnh ta 
onehistoncal period is repatdesl as compaiiNe 
wtttt the pi esceic id tint ree labour. t* i n am niter 
cited a* evidence lor lire me-existcacc ol 
bondage! With repaid lo ilw staph- enteram 
of changing musters' a* an imln-.aur ot the 
IreeAmlrcc iksiiactma Iheretore. eillat both 
the Muphal indebted slate ptmiphman ,md the 
coulcmportiy attached labourer must he 
categorised as free workers or (as 1 would 
argue) htah are uafree. 

This of course is ta kccpiap with the view 
that chan pi ap masters' i* really a limn ol 
free labour. Ilona* the observation IJodhaku 
1990:273) Hut: "IV lact that the Ijdwatret* 
couM easily shill loan one farmer to another 
after vntupMton of the year aad they actually 
did so. makes all the tWfctwm*. The choree 


at IV fainter lay with the labourer... TV 
fi x ad an a oa l cash wapes made it am eh ta si r r 
for IV mmimI wages to be inmsVod into 
monthly wages and the ac mu at could be 
dewed. Such an enrunnment created a 
market type srtuattoa where the labourer 
could exert some ‘degree ui choice." 

Rrfrmcm 
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The INTERNATIONAL DEVELOPMENT ETHICS ASSOCIATION (IDEA) is a cross-cultural network of philosophers, 
academics in other disciplines and development policy-makers and practitioners who apply ethical reflection to global, 
national and local development goals and strategies and to the relations between rich and poor countries. 

CONFERENCE THEME: Within the general framework of ethics in relation to development, this conference wlH 
focus on the tensions between current patterns of globalisation, aspirations with respect to national, intermediate 
and local self-determination and social justice. Social justice refers not merely to material goods, but also to the 
resources of nature, to community supports, to participation in decision-making and to a sense of identity. The specific 
sub-themes are: 

1. Globalization and National Self-determination: Types of globalisation; the distributive, environmental, cultural, 
political consequences of economic globalisation (with particular attention to India’s liberalisation) and their ethical 
evaluation; the moral significance of state sovereignty; the moral significance of environmental management, 
human rights, and humanitarian intervention. 

2. Concepts of Development: Globally hegemonic, culturally rooted and universalisable conceptions and their 
philosophical foundations (Gandhian and Green perspectives are particularly invited). 

3. Globalisation. Environmental Sustainability and Justice: The implications of international trade, debt and capital 
movements for environmentally sustainable resource use and for local livelihoods. 

4. Communal Identities. Social Justice and Democracy: The effects of economic globalisation and socio-economic 
development strategies on religious, ethnic and status identities; the ethics of communal self-assertion and of 
tolerance; collectivities of gender, class, caste, religion, and ethnicity (incl. indigenous people or adivasi) and 
social justice; state policies in relation to structural injustices; communal and national self-determination and 
universal human rights; the empowerment of disadvantaged groups andthe role of Non-Government Organisations. 

5. Development Obligations of the Global North: International justice regarding aid, trade, capital movements, 
migration, restraints on resource use and pollution etc: the ethics of various kinds of aid conditionality such as 
economic efficiency, environmental sustainability, or human rights. 

6. The Role of Development Ethics in Power Politics: The significance of development ethics in international relations 
and in national political economy, given that both are shaped by the exercise of power; the responsiveness of 
political processes to ethical considerations or ethically motivated pressures. 

7. Development Experiences: With respect to the above themes as well as to development successes and failures, 
particularly in South Asia. 
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No. 1, First Street, Haddows Road 
Madras - 600 006, INDIA 
Fax No: 0091-44-8274557 

Please send copies of the abstracts to: 

Prof. Peter Peru, * 

Faculty of Environmental Studies, 

York University, 4700 Keele Street, 

North York, Ontario, M3J 1P3 
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SPECIAL STATISTICS-9 


Structure of World Economy 


I 

Introduction 

THE purpose of this note is a rather limited 
one which is to present a broad picture of 
the world economic structure and bring out 
the important changes that have occurred 
therein in the past three decades or so. A 
few years ago, a comprehensive study by 
K N Raj (1987) analysed the structural 
changes that had swept the world economy 
for about three decades after the second 
world war and also examined the causes 
and consequences of (hose changes, 
including their policy implications for the 
world economic development. The major 
themes advanced by Raj were: the 
emergence of the US as a leading world 
industrial powerduring the inter-war years, 
with the erosion in the competitive power 
afBritish manufactures in (he world market 
which bad already set in before the lirst 
workl war and the war devastations and 
debts faced by the European countries 
serving as proximate contra indications: 
the subsequent increase since 1950through 
1980 in the relative share of Europe in 
the total output of developed market 
economies; the ejoser integration of the 
market economics of Europe and the 
phenomenal expansion in trade within 
Europe which was obviously at the expense 
of trade with both developed and develop¬ 
ing countries outside Europe; and the 
emergence of a general trend for the 
developed economies to trade amongst 
themselves. This note seeks to study the 
trends in these respects with the latest data 
up to the early 1990s. 

Data Sources: 

Because of the significant divergences 
in country groupings and classifications, 
as also in coverage of data, by different 
international and multilateral organisations. 
it is extremely difficult to present a 
consistent set of statistics on all important 
characteristics for meaningful inter-counuy 
and inter-group comparisons. While the 
World Bank classifies the countries broadly 
as low-income, lower-middle income, 
upper-middle audbigh-incume economies, 
die International Monetary Rind (IMF) 
does so into three broad categories, namely, 
industrial countries, developing countries 
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and countries in transition, the last set 
representing tbeerstwhile centrally-planned 
economics in Europe and successor states 
of (he former Soviet Union and Mongolia. 
The classification adopted by the Statistical 
Office of the United Nations divides the 
countries into four regions; developed 
market economy countries (27 in number); 
countries ineastem Europe (nownumbering 
eight which include the former USSR as 
one); foursocialist countries of Asia (China, 
North Korea. Mongolia and Vietnam); 
and !58devek>pingcountriesandterritories 
(i c. all olhers not specified above). Though 
a substantial portion of the statistical set* 
presented in this note pertains to the UN 
Statistical Office sources and hence adopts 
the classification contained in them, data 
have also been culled from other sources 
such as World Bank. IMF. and ADB 
publications, as also the Human Develop¬ 
ment Reports of the UNDP. A minor change 
in classification effected in this note relates 
to placing the socialist countries of Asia 
under the broad group of developing 
countries and territories with, however, 
separate data provided lor them as a sub¬ 
group under this broad group. 

Aggregative classifications of the type 
indicated above arc by themselves 
insufficient to provide an insight into the 
structural changes taking place in the world 
economy and hence a number of sub- 
classifications and even disaggregations 
by countries have been adopted (e g. the 
EEC or Japan amongst the developed 
market economics, or the east and south¬ 
east Asian countries amongst the 
dcveJopingcountrics). Secondly, the shares 
of countries and country groupings in 
different characteristics may have been 
considerably affected by cyclical 
phenomena (like recessions of the 1980s 
or years of recovery and prosperity) 
without suggesting any definitive trend. 
These have been taken cognisance of to the 
extent necessary and possible. Thirdly, this 
paper reviews the evolving world economic 
structure as represented by the changes in 
major macro-economic indicators such ax 
groxs domestic product (GDP) and its 
composition, energy production and 
consumption, direction of trade, capital 
flows and flows through cross-border 
transactions of international bankin g While 
detailed data covering long periods have 


been restricted to these characteristics, 
some sporadic information available in 
respect of other phenomena which are 
relevant for the (hemes presented in the 
paper have also been culled from the 
relevant literature and presented here. 
Though some of the caveats necessary for 
the use of data have been highlighted in 
appropriate places, it is advisable to refer 
to the original sources for details. 

(I 

The Results 

Data in Table I are intended to present 
the current status of the world economic 
structure as at the end of 1991-92 in very 
broad terms based on a consistent data 
source. To characterise the picture with a 
broad brush, 27 developed market 
economies, which occupied 24.3 per cent 
of the world land area and accounted for 
15.4 per cent of the world population in 
1991. produced, absorbed or appropriated 
(basedon one' * own perspectives) 76.7 per 
cent of the world gross domestic product 
(GDP) in 1991, and 72.4 per cent of world 
exports in 1992. both measured in current 
US dollars. At t)ic other end. 162 developing 
countries and territories <including China 
and other socialistcountries of Asia)occupy 
58 2 per cent of the world area and 
accommodate 77 per cent of the world 
population but account for only 19 percent 
of the global GDP and 25.1 per cent of 
world exports. Sar.-'wiched between these 
two categories arc (he countries in eastern 
Europe (including the entire part of the 
former USSR), which account for 17.5 per 
cent of the land area and only 7.6 per cent 
of the total population, enjoy 4.3 per cent 
of the world GDP and 2.5 percent of world 
exports. 

Inequality among Nations: 

The world economic structure as 
represented here by the broad macro data 
depict* a picture of gross inequality in the 
disu^butiouof economic power as between 
major economic groupings. Apart from the 
inequality among them, there ii xigniftcnM 
disparity within the country groupings. In 
this respect however, of the three major 
groupings, the developed market economic* 
as well as the cast European cram tries enpry 
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Export* 

Total 

41091 ) 

Million 

Annual 

Avenge 

Growth 

Rate 

Percent 

(1970-91) 

Total 
Thuuaaad 
St) km 

Total 

US S Billina 
(1980) 

Per 

Capita 

(19*0) 

USS 

Total 

USS BiUww 
(1991) 

per 

Capita 

(1991) 

USS 

Total Value 
USS Britton 
(1980) 

Total Value 
l IS $ Britton 
11992) 

Work) 

3383.0(100 JO) 

1.8 133906.7(100.0) 11790.2(1004)) 

2692 22390.9(1000) 

416019982(1000) 3662.4(1900) 

Devdcped market economy 









count nc* 

830.2(15.4) 

0.8 

324333(243) 

76723(65.1) 

9790 

17180.6(76.7) 

20694 1251.6(626) 

2651.9(724) 

America 

279.5 (52) 

1.0 

19348.7(14.4) 

28524(242) 

11584 

6194.5 (27.7) 

22161 

283.3(142) 

559.7(153) 

Canada 

27.0(0-4) 

l.l 

9976.1(73) 

253 . 4 a 1 ) 

10527 

583.7 a6) 

21623 

65.1 (33) 

1342(3.7) 

UailedSw et 

252.5(4.7) 

1.0 

9372.6(74)) 

2599.0(220) 

11699 

56108(25.1) 

22219 

2208(113)) 

4482(122) 

Europe 

362 . 2 ( 6 . 7 ) 

04 

36008 (27) 

35100(29.8) 

9484 

7133.1 (31.9) 

19695 

795.6(39.8) 

1669.5 (45.6) 

EEC 

329.5(6.1) 

0.4 

2259 . 2 ( 1 . 7 ) 

2803.8(25.8)8 

10411 

6264.6(283)) 

19014 

680.1(34.1) 

14427(39.4) 

France 

57.0(U) 

0.5 

551.5(0.4) 

651.9(5.5) 

121 % 

1195.1(5.3) 

20992 

111.1(5.6) 

231.9(63) 

Germany 

64.1(1.2) 

0.3 

248.6(02) 

819.0(6.9) 

13447 

1574.3(7.0) 

24553 

192.9(9.7) 

430.3(11.7) 

Italy 

57.7(1.1) 

0.3 

301.3(0.2) 

394.0(33) 

6916 

1149.9(5.1) 

19919 

77.7(3.9) 

1783(4.9) 

United 










Kingdom 

57.6(1.1) 

0.2 

244.9(0.2) 

5232(4.4) 

9362 

1001.4(4-5) 

17519 

110.1(53) 

1903(52) 

EFTA 

32.6(0.6) 

0.3 

13401(1.0) 

437.3 (3.7) 

10646 

8613(3.9) 

26611 

111.7(5.6) 

226.4(62) 

Asia 

128.9(2.4) 

0.9 

398.6(0.3) 

10572(9.0) 

8717 

34053(152) 

26422 

133.8(6.7) 

3483(93) 

Japan 

124.0(2.3) 

0.8 

377.1(0.3) 

10362(8.8) 

8904 

3346.4(14.9) 

26983 

129.8(63) 

3403(93) 

Oceania 

20,8(0.4) 

1.4 

7984.3 (6.0) 

172.8(13) 

9730 

339.7(13) 

16355 

26.4(13) 

522(1.4) 

Australia 

17.3(0.3) 

1.6 

7713.4(5.81 

149.3 (I J) 

10303 

297.4(1.3) 

17147 

22.0(1.1) 

44.6(12) 

New Zealand 

3.4(0.1) 

0.9 

271.0 (02) 

23.5(02) 

7189 

422(02) 

12338 

5.4(03) 

9.8(03) 
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in Axial 

2903-3(53.9) 

2.4 

663512(49.6) 

2113.9(17.9) 

944 

31402(172) 

1323 

573.5(28.7) 

8302(227) 

America 

449.3(8.3) 

2.2 

20876.3(153) 

841.3(7.1) 

2282 

1145.1(5.1) 

2549 

109.9(53) 

131.5(3.6) 

Africa 

620601-5) 

29 

29072.0(21.7) 

335.2(2.8) 

762 

364.2(1.6) 

587 

94.7(4.7) 

69.0(1.9) 

Aria 

1802.8(33-4) 

23 

15595.6(11.61 

928.9(7.9) 

651 

23172(103) 

1285 

355.6(17.8) 

618.6(16.9) 

Wen Aria 

190.0(3.5) 

3.2 

6163.0(4.6) 

411.8(33) 

3122 

1043.8(4.7) 

5494 

210.9(106) 

124.9(3.4) 

SuHthandanuti 










cad Ana 

1612.8(30.0) 

22 

94326(70) 

517.1 (4.4) 

400 

1273.4(5.7) 

790 

144.7 (72) 

493.6(133) 

ASEAN 

328.3(6.1) 

2.2 

3053.8(23) 

1732(13) 

650 

345.6(13) 

1053 

73.1(3.7) 

1825 (SB) 

Indnaeria 

187.7(3-4) 

21 

1904.6(1.4) 

6^.8 ( 0 . 6 ) 

460 

115.9(03) 

617 

24.0(12) 

34.0(0.9) 

Malayria 

18.3(0.3) 

25 

329.8 (02) 

233(02) 

1724 

47.1(02) 

2561 

129(0.6) 

407(1.1) 

Philippine* 

63.8 (12) 

26 

300.0(02) 

353 (03) 

696 

45.3(02) 

7)0 

5.8(03) 

9.8(03) 

Singapore 

2.7(0.11 

1.3 

0.6 ( 0 . 0 ) 

11 . 0 ( 0 . 1 ) 

4525 

40.2(0.2) 

14678 

19.4(1.0) 

63.5(1.7) 

Thailand 

55.40.0) 

2.1 

513.1 (0.4) 

333 (03) 

702 

93.3 (0.4) 

1685 

6.5 (03) 

322(0.9) 

Other xuurii and moth- 










ad Ana- 

239.8 (4.5) 

24 

2545.8(1.9) 


.. 

3424(13) 

1428 

43.9(22) 

2104.6(5.7) 

Korea. Rep of 

43.8(041) 

1.5 

99,0(01) 

03(00) 

134 

283.9(1.3) 

6483 

17.5(0.9) 

76.3(21) 

Hoag Kong 

5.8(0.11 

1.8 

1 . 0 ( 0 . 0 | 

21 . 6 ( 02 ) 

4503 

813(0.4) 

14157 

19.7(1.0) 

119.5(33) 

Taiwan Province of China 20.5 (a4> 

1.6 
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„ 
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520(04) 

2336 

28.9(0.1) 

1240 

112(06) 

4.4(01) 

USSR (limner| 

290.84 (5e*| 

0.9 

22403.0(16,7) 

1212.0(10.3) 

4545 

770.6(3.4) 

2650 

76.4(3.8) 

43.8(12) 


• Dench* GNP; # Include* Spate and Portugal which were non-member* m 1910. Figure* in bracket* indicate percentage of world total. 

Hoc pfovtMK md n ri Yrif. plcftr mc the nonce. 

Saarre: ItHCTAl) H**dbook oflnltmatnmtl Trade md Dnvtopneaf Statute, 1983 mi 1993, TaNn 1.1.1.2.6.1. 
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componant country economies. But intra¬ 
group disparity is distinctly mints acute to 
the caw nf developing countries and 
tend tort**. At the continental aggregation, 
developing coontrien of Africa have the 
lowest avenge per capita income in 1991 
($ 5X7) and fhoac of west Aain the higheat 
(S5.45M) with thecount ricsof the Amcricait 
and Asian continents falling mid-way. 
Again, within the continent* there arc vast 
disparities. 

While any detailed probing into the 
cause* of Ibis disparity amongst nation* is 
beyond the acopc oi this note, n i* 
nevertheless necessary to point out that 
economic inequality at once serves ax the 
cause ax well ax the effect of disparities 
in xocial development - a theme 
comprcbcnxivcly brought out by the 
UNW'x Htuntm DevrUtpmrttt Report*, four 
so far from 1991 through 1994. The 
importance of xocial xector development in 
economic progrvxx attained hv the eaxl 
Asian and south-east Asian countries, 
including the People » Republic of China 


and Japan, hax become a domi na n t axpeet 
of the recent literature on dev elo pm en t 
economics somuchsothat theeadogcaoua 
growth models have assigned a major mfc 

for bumart capital based on dmrexpenenees 

(see Jordi Caballe 1995. and for some 
important indicators of social sector 
development, see EPW. May 14 and 21. 
1994). An exception to this is the west 
Asian countries which have on an average 
high per capita incomes but relatively poor 
xocial indicators. There is otherwise a fairly 
strong causation running from social sector 
development leading to a moderation in 
population growth and in turn et attributing 
io an improvement in per capita incomes. 

The world population growth ot I.X per 
cent per annum during the past two decades 
comprises of annual growth of 0.N percent 
amongst the developed market economic*. 
0.7 percent amongst tbc erstwhile socialist 
countries in eastern Kurope and 2.2 per 
cent in developing countries and territories. 
The developing countries of west Asia and 
Africa huve the highest annual population 
growth ot 3.2 per cent and 2.9 per cent. 

Tsai fc2:0k>M» Mai«<*<<»•<mm IxtWAtom 


respectively; while the former have 
relatively poor social indicators, the latter 
generally face more intense xocial and 
■ economic deprivation. Ax brought out by 
the Hanna Drxe lo pa tent Reports. for many 
countries in west Asia and a few countries 
in Africa their income rank ix far ahead of 
their HDI rank, "showing that they still 
have considerable potential for translating 
their income into improved well-being fir 
ihcirpcopklUNDR 1994:95). The striking 
cascsof rapid human development leading j 

to a cumulative process of social and ; 
economic development are those of the 
countries of cast Asia and south-east Asia. 

Despite the hype regarding the higher 
average annual economic growth of ; 
developing countries vis-a-vis that of the j 
devdopedmaritctcconomics. the share of j 

the developed market economies in w<vid j 
GDP measured in current US dollar* ha* | 
shown a rise from 65.1 per cent in 19X0 j 
to 76.7 per ccjit m 1991. These data as 
obtained from the UNCTAD'* Handbook j 

of International Trade and Development ' 

Statistics |UN I V94| have a drawback in 
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(X World 

1992 

Kkt(tSf 

tiWt«y 

19X2 

1992 
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0.7 1 

1552 

72.6 

15316 

74.4 

145X3 

Taxed Stales 

232 

5.1 

255 

4.7 

1.0 

1.0 

1905 

24.5 

5112 

24.X 

16X25 

20034 

Eunipcaa < imuuuaXy# 

IV. 

7.4 

.146 

6.4 

0.4 

0.1 

4093 

25.7 

5244 

25.5 

12175 

15146 

Japan 

119 

2.6 

124 

2.3 

to 

tl.< 

2272 

14.1 

1.150 

I6J 

19161 

26913 

Ijl naomie* in transoms 

356 

7 * 

1X1 

7.1 

0.X 

0.7 

1X1K 

11-4 

1606 

7.X 

5101 

4210 

1 lasted! I lungs - 

94 

2.1 

97 

1.X 

0.7 

0.3 

552 

3.5 

422 

2 1 

5XV3 

4357 

For iter Soviet 1 'ana 

261 

5.X 

2X5 

5.3 

0.9 

OS 

1266 

x.n 

11X4 

5 * 

4SIX 

4160 

DcveiupiHg countries 

3391 

74.7 

4170 

77.1 

2.2 

2.1 

254X 

16.0 

3659 

17.1 

751 

177 

1 ana America 

370 

XI 

451 

X.4 

2.4 

2.0 

761 

4.S 

919 

4.5 

2064 

2037 

Africa 

450 

9.9 

607 

11.2 

2.9 

3.0 

277 

1.7 

342 

1 7 

6|6 

5(4 

West Asm 

97 

2.1 

|1X 

2.6 

1.7 

3.6 

471 

3.0 

4X2 

2.3 

4XX3 

34X7 

South and Hast Asia 

1.1X2 

.10.4 

1703 

31.5 

2.3 

2.1 

679 
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that GDP figure* are in current dollar* and 
at current price*. Instead, the United 
Nation*’ World Economic Survey for 1993 
ba* published comparable GDP figures for 
all country groupings in real terms, that is. 
based on 1988 prices and at 1988 exchange 
rates, which are reproduced in Table 2 
here. As per these data for real GDP in 
1988 dollars, the share of developed market 
economics rose from 72.6 per cent in 1982 
to 74.4 per cent in 1992. There was a 
similar rise in the share of developing 
countries as a group from 16 per cent to 
17.8 per cent during the period. Two 
significant features of these changes in the 
distribution of world GDP are: first, 
increases in the shares of both thedevelopcd 

Table 4: Comparison of Exchanoe-Rate-Baseo 
Wemihis and PPP-Based WHours* 

(la per cent of world GDP) 

Exchuage- PPP-Based 
Rate- Weights 

Based (For 

Weights 1900) 

(Moving 
Average 
for 1987-89) 


World 

100.00 

100.00 

Industrial countries 

73-21 

54.44 

Major industrial 

counuia; 

63.06 

46.86 

United Stales 

26.07 

22.47 

Japan 

14.61 

7.63 

Germany* 

6.23 

4.26 

France 

4.99 

3.50 

Italy 

4.38 

3.39 

United Kingdom 

4.19 

3.45 

Canada 

2.58 

2.16 

Other industrial 

countries 

10.15 

7.58 

Memorandum 

European Community 

24.81 

18.51 

Developing countries 

17.71 

34.48 

By region 

Africa 

1.72 

4.05 

Asia 

7.29 

17.67 

Middle East and Europe 4.28 

4.46 

Western hemisphere 

4.42 

8.21 

Memorandum 

Four newly industrialising 

Asian economies <NIEs)2.00 

2.39 

By analytical group 

Fuel exporters 

5.26 

8.04 

Non-fuel exporters 

12.45 

26.35 

Net creditors 

3.33 

2.39 

Net debtors 

14.38 

31.99 

Countries in transition 

9.07 

11.18 

Former Soviet Union* 

7.53 

8.31 

Central Europe 

1.53 

2.85 


Notes: * Ex change-rate-based weights are for 
West Germany only; PPP-based 
weights are for unified Germany; 
# Exchange rate-based weights are 
derived Iron) estimates of approxi¬ 
mate PPP exchange rases. 

Source: IMF. World Economic Outlook, May 
1993. p 117. 


as well as developing -countries have 
occurred at the coat of economies in 
transition whose share in GDPhas dwindled 
from 11.4 per cent in 1982 to 7.8 per cent 
in 1992; both the sets of economies in 
transition, namely, eastern Europe and 
former Soviet Union, faavesuffered absolute 
declines in output: and secondly, amongst 
the developing country groupings, the only 
group of countries to show a rise in its share 
in world GDP has been south and east Asia 
including China. Significantly; the 1.8 
percentage points rise in the share of 
developing countries is accompanied by 
1.6 percentage points expansion in the shore 
of south and east Asia (excluding China) 
and a 1.3 percentage points rise in the share 
of China (though to an extent it is due to 
the use of the net material product system 
until 1988). 

Amongst the developed market 
economies, the 1980s saw relative 
stagnation in the shares of the US (a little 
less than 23 per cent) and the European 


Communjjy(alitlIamo(e«hatv2Jpurpa«t) 
in the world’s real (SDP; It ia the shjire of 
Japan jin world GDP that has experienced 
a further rife from 14.3 per cent in 1982 
to 16.3 percent in 1992. Theaeproportions, 
as presen/ted in Table 2, are in terms of 
constant 1988 dollars and at 1988 price*. ‘ 
On the other band, if we consider the data 
in current dollars and current prices as 
shown in Table 1. EEC had a share of 28 
per cent in world GDP (S 6,264.6 billion) 
in 1991 as against the US’s 23.1 per cent 
(or S 3.610.8 billion). Also, the EEC’s 
share in world GDP in current dollar terms 
shows a remarkable recovery from 23.8 per 
cent in 1980 to 28 per cent in 1991. 
Including other European countries, the 
continent’s share went up from 29.8 per 
cent to 31.9 per cent. 

Comparing the shares of individual 
countries in world GDP in current dollars 
(Table 1), it is found that the distances in 
relative positions as between the top three 
countries of the world are indeed size- 


Table 5: GNP Per Cakta in Current US Dollar and Real GDP Per Capita in PPP Doi lars 

1987 1990 1991 PerCem Variation 

(1987-91) 

Economic Grouping/ GNP Real GDP GNP Real GDP GNP Real GDP GNP Real GDP 


Country 

Per 

Capita 

(USS) 

(1) 

Per 

Capita 

(PPPS) 

(2) 

Pfer 

Capita 

(USS) 

(3) 

Per 

Capita 

(PPPS) 

(4) 

Her 

Capita 

(USS) 

(5) 

Her 

Capita 

(PPPS) 

(6) 

Per 

Capua 

(USS) 

(5/1) 

Per 

Capita 

(PPPS) 

(6/2) 

World 

3100 

4110 

4010 

4890 

4160 

5490 

34.2 

33.6 

Industrial countries 

10760 

14260 

14580 

14440 

14920 

14860 

38.7 

4.2 

Canada 

15160 

16380 

20380 

19232 

20510 

19320 

35 3 

17.9 

United Slates 

18530 

17620 

21810 

21449 

22340 

22130 

20.6 

25.6 

EEC 

France 

12790 

13960 

17220 

19590 

15710 

17405 

17650 

20460 

16760 

18430 

60.0 

32.0 

Germany 

14400 

14730 

22360 

18213 

20510 

19770 

42.4 

34.2 

Italy 

10350 

10680 

16880 

15890 

18580 

17040 

79.5 

59.6 

United Kingdom 

10420 

12270 

16080 

15804 

16600 

16340 

59.3 

33.2 

Asia 

Japan 

15760 

13140 

25840 

17616 

26840 

19390 

70.3 

47.6 

Oceania 

Australia 

moo 

11780 

I656P 

16051 

17120 

16680 

54.2 

41.6 

New Zealand 

7750 

10540 

12570 

1.3481 

12.360 

13970 

59.5 

32.5 

Developing countries 
and territories 

1 

650 

1970 

810 

2170 

880 

2730 

35.4 

38.6 

ASEAN 

Indonesia 

450 

1660 

560 

2181 

610 

2730 

35.6 

64.5 

Malaysia 

1810 

3850 

2330 

6140 

2520 

7400 

39.2 

92.2 

Philippines 

590 

1880 

730 

2303 

740 

2440 

25.4 

29.8 

Singapore 

7940 

12790 

11200 

15880 

14140 

14734 

78.1 

15.2 

Thailand 

850 

2580 

1420 

3986 

1650 

5270 

94.1 

104.3 

Other south and S E Asia 
Korea, Rep of 2690 

4830 

5450 

6733 

6350 

8320 

136.1 

72.3 

Hong Kong 

8070 

13910 

11700 

15595 

13580 

18520 

68.3 

33.1 

Sn lanlu 

400 

2050 

470 

2405 

500 

2650 

25.0 

29.3 

Bangladesh 

160 

880 

210 

872 

220 

1160 

37.5 

31.8 

India 

300 

* 1050 

360 

1072 

330 

1150 

to.o 

9.5 

Pakistan 

350 

1590 

400 

1862 

400 

1970 

14.3 

23.9 

Socialist countries of Asia 
Ouaa 290 

2120 

370 

1990 

370 

2946 

27.6 

39.0 

Countries ia 

eastern Europe 


•• 

2670 

6100 

2520 

5670 




Source: Human Development Report. 1990.1993 and 1994 
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able: the US 25.1 percent. Japan 14.9 per 
cent fend Germany 7 per vent. The next 
three arc arc close h> each other France 
5.3 per vent. Italy 5.1 per cent and the U K 
4.5 per cent. 

Kaj'x study had brought out how the¬ 
irs nsformai ion of market economics of 
Kuropc with the continent overtaking the 


US wan a distinct aspect of the post-war 
development: likewise the rapid growth id 
lapantxeeTattle 3). Inthe l9K(ls.however, 
n is Japan that usurped the dominant 
position in acquiring incremental GDP 
produced in (he developed market 
economics: its share in total work! GDP 
went up from 13.5 percent in 1940to |5 I 


per cent in 19X5 and further n> 19 5 jur 
cent in 1991 wniic the shares ot all other 
major economic powers, namely, the Lmtcn 
Stales. Kuropc tmarkel economicsj anu 
mlier smaller developed market economics, 
have sullered a decline over the 19X0*. As 
a result. Japan's jier capita income al S 
’0.9X3 in 1991 u urrcnl dollars) has turned 
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> nut »o be the highcxt amongst major 
economic power* and ha* surpassed that 
of the US by over 20 per cent or the 
European average by 37 percent in 1991 
(Table 1). 

VrttenabUity of PPP Comparisons: 

' Incidentally, the International Com¬ 
parison Project (ICP). which is co-ordinated 
by the UN and supported and supplemented 
by the World Bank and tiie IMF stall' 


estimates for the countries nftt covered by 
the ICP. attempts to convert the countries' 
GDP values from the current US dollar 
estimation based on official or market 
exchange rates to purchasing power parity 
(PPP) values, and on this basis, the shares 
ofworldGDPohtainedby the industrialised 
countries have been slashed from 73.21 per 
cent to54.44 per cent and. correspondingly, 
those of the developing countries have 
been ncurly doubled from 17.71 per cent 
to .34.38 per cent (see Table 4). The PPP 


method (ends to push up the per capki 
incomes of developing countries rathe 
phenomenally from an average of $ 88 
as per the exchange-rate based GOP to tba 
of $ 2.730 as per PPP for 1991. China'; 
percapita income improvesfrom S 370 n 
S 2.946 and that of India from $ 330 u 
S 1.150 (Table 5). 

Multilateral agencies claim considerabk 
superiority for the PPP-based GDP ovei 
that based on exchange rates for indi vidua 
countries on the ground that the forme 


Tabi h7; Gross Domestic Pbooi a t by T yi* of lixTsswruRb ani> by Kind of Economic Activity 


Expenditure on tiDP _ _ GDP hv Kind (4 Economic Activity 


Economic Grouping. 

GDI* 

CilVt 

ftivac 

Gnats Exports 

less Agricul- 

Industrial Activity 

t'onstr- Service. 

Region. Country 

Year Total 

ITnal 

ITnal 

Dnnpstic 

Imports lure 

TiSal MuduThc- 

uction 

or Aren 


Con.su- 

Consu- 

Invest- - 


luring 






ntpoon Ex¬ 
penditure 

mptiun Ex- 
penditurc 

meat 

of goods and services 


.P 



Developed market 

i960 

100.0 

14.5 

64 6 

20.6 

12.1 

11.9 

10.4 

.4.4.7 

2X.4 

5.5 

50.4 

economy examines 

1965 

100.0 

14.7 

63.0 

22.1 

12.2 

11.9 

9.1 

.44.8 

2X.7 

6.1 

50.9 
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16.0 

61.0 

22.8 

14.0 

I3.X 

6.6 

30.8 

25.9 

6.1 

56.5 
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l(X).d 
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22.0 

IX.7 

17.9 
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30.1 
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6.5 
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16.6 

60.1 

23.1 

21.9 

21.6 

5.5 

30.7 

22.1 

6.6 

57.2 
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100.0 

16.5 

61.2 

21.8 

20.3 

20.4 

3.9 

26.3 

21.7 

6.3 

6.4.4 

United Stoics 
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100.0 

17.2 

63.4 

18.7 

5.0 

4.3 

4.0 

34.1 

29.0 

4.7 

57.2 


1970 

100.0 

19.(1 

63.0 

18.0 

6.0 

5.(1 

3.0 

29.0 

25.0 

5.0 

62.0 
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IX.O 

64.0 
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10.0 

11.0 

3.0 
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22.0 

5.0 
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HXJ.ll 

13.9 

62.7 

22.7 

I9.X 

19.» 
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6.9 
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5X.6 
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5.0 
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6.2 
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26.0 
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7.0 

56.0 


1991 

100.0 

20.0 

57.0 

23.0 

.44.0 
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23.0 

22.0 

2.0 

33.0 
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6.0 
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nai.o 

21.0 

60.(1 
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2X.0 

25.0 

2.0 

33.0 

29 0 

6.0 
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21.0 

64.0 

16.0 

24.0 
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2.0 
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29.2 
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32.4 
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30.5 
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9.4 
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I960 

too 0 

10.5 
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28.4 

2.4.3 
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43 « 
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12.0 

69.1 

20.6 

20.9 

22.6 

27.9 

24.4 

14.6 

5.2 

42.5 


1975 

100.0 

12.5 

60.2 

24.1 

40.1 

26.9 

22.1 

41.6 

14.5 

4.7 

40.6 


19X0 

Haiti 

13.0 

56.9 

24.5 

34.X 

29.2 

17.5 

45.8 

14.6 

6.6 
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South and south 
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15.9 

59.X 

26.9 

.42.3 

44.9 

17.0 

27.5 

18.3 

7.4 

48.1 

east Asia 

I960 

loo.o 

9.4 

79.0 

15.1 

12.7 

16.2 

44.(1 

15.8 

13.7 

3.9 

36.2 


1970 

100.0 

9.2 

74.7 

18.1 

12.0 

14.0 

37.0 

17.6 

15.0 

4.3 

41.1 


19X0 

100.0 

10.2 

66.9 

25.fr 

24.4 

27.1 

25.9 

25.3 

18.5 

5.6 

43.2 


1991 

100.0 

10.6 

59.9 

31.3 

.44.3 

.46.2 

18.2 

26.9 

22.0 

8.3 

46.6 

India 

1970 

100.0 

9.0 

75.0 

17.0 

4.0 

4.0 

42.0 

16.0 

14.0 

5.0 

38.0 


19*0 

100.0 

10.0 

72.0 

23.0 

7.0 

10.0 

.44.0 

19.0 

16.0 

5,0 

42.0 


1991 

100.0 

12.0 

65.0 

24.0 

9.0 

9.0 

32.0 ' 

22.0 

tx.o 

6.0 

40.0 

Korea. Rep <4 

1970 

100.0 

10.0 

75.0 

25.0 

y4.o 

24.0 

26.0 

24.0 

21.0 

5.0 

45.0 


19X0 

100.0 

U.CJ 

65.0 

31.0 

34.0 

41.0 

15.0 

33.0 

30.0 

8.0 ' 

44.0 

Sorialtsi countries of 

1991 

Asia 

100.0 

11.0 

54.0 

.49.0 

29.0 

32.0 

X.O 

30.0 

27.0 

15.0 

47.0 

China 

1970 

100.0 

7.0 

59.0 

32.0 

4.0 

3.0 

40.0 

37.0 

.. 

4.0 

10.0 


1980 

100.0 

8.0 

60.0 

32.0 

7.0 

8.0 

36.0 

44.0 

** i 

5.0 

15.0 


|9*M’ 

H»t.O 

9.0 

56.0 

.34.0 

17.0 

15.0 

28.0 

44.0 

J 

5.0 

23.0 


Source: UNCTAD llaiulbonk of International Trade ami Dewtopment Statistic*. 1993. Table 6.4. 





more accurately measure the (rue 
distribution of real world income, in part 
because h incorporate* a more realistic 
valuation of non-traded output, while the 
latter impliea tremendous inequality in the 
Jiftiribution of world income [ IMF 1<#93 |. 
One of the argument* advanced i* that the 
exchange rate* for the US dollar vis-a-vis 
currencies of individual countrie* otuld be 
fluctuating sharply and quite exicnxive 
argument* are advanced by the IMF (1993 ) 
in thi* ruapcct. with comparison); of the 
Chinese and the US shares in world GDP 
based on exchange rates and those based 
on PPP-based weights. Surprisingly, the 


IMF has not thought it useful to convert 
the world and country GDP into a composite 
currency like the special drawing rights 
(SDKs) which certainly obviate* the need 
to depend tin a single currency, namely, 
the US dollar, as the numeraire. The IMF 
has of course recognised the fact that “the 
various approaches can produce 
substantially different estimates of PPP- 
adjusietl GDP' fWugner !995|. 

In the PPP system, the implied 
expenditure quantities tn every country are 
valued by the corresponding US prices. 
The very methodology of the PPP procedure 
wherein quantities are not directly used but 


estimated through a proxy of the item 
(estimated expendilurcdi vided by its price), 
normalisation of the quantities by the use 
of international price* in US dollars, 
difficulties in taking account of quality 
differences in material products and more 
so in what are called comparisofi'resi«tam 
service* and the problem of selection of 
product specifications a* well as price 
- quotations. have all been raised in literature 
(Ghosh I9K3] but the World Bank as well 
as the IMF have gone ahead with the task 
of popularising the PPP result*. The whole 
PPPcxcrcise has tended to bypass the basic 
question as to why the relative (trices are 
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requited to be expressed in term* of 4 
particular country (the United State*, in 
lhi« inatunce)rather than a more symmetrical 
treatment of relative prices expressed 
prohubly in terms of the world us a whole. 
The argument that such an attempt "runs 
counter to the customary practice ol using 
rhe US as the country ot reference" 

|Summers and Heston 199J:334| indeed 
hegs the question.This is as much applicable 
to the use of a single country’s exchange 
rate, the US dollar, for 01)1* conversion, 
us it is to the claim in the PPP litcrulurc 
dial "US priced quantities for any category 
are directly comparable across countries" 

11 bid:.1311. Finally, the authors of (he PPP 
system full to realise that a dollar of G|)P 
produced in a poor country like India in 
PPP terms will have behind it considerably 
lower social and economic infrastructures 
and thus considerably less social welfare' 
than behind those in (he equivalent dollar 
ol'CiDPproduccd in industrialised countries. 

An example of the ultovc phciiomcnon 
is to lie seen in the dispautics in the 
consumption of commercial energy per 
inhabitants as between the developed market 
economies and developing countries and 
lemiones tTablc b). Developed market 
economies consume more than ID times the 
per capita consumption of commercial 
energy in developing countries The US's 
per capita consumption constitutes 15 times 
that ol Asia. As the Human Development 
Keportslwve repeatedly pointed out. "it the 
ecosphere weic lull)' priced, not Iree. >mli 
consumption patterns could not continue" 

\ Human Development Report 1994 1X|. 

Composition oj 

Sienilicanl strueiinai dilleicnces in the 
composition o| GDP as between the 
developed market economics and 
developing economies are biought out 111 
Table 7. First, the role of the government 
in the developed market economies has 
remained high which is icllectcd in a fairly 
high and growing share ol government 
final consumption expctnliluie in Cil)P in 
those countries In the case of dc\ eloping 
countries also this proportion has registered 
a quantum jump in the 19X0s The second 
revelation is thaj developing countries, 
particularly countries in cast jnd south-east 

Asia, as also Japan amongst the developed 
market economics, have set aside a 
significant proportion ol GDI’ for gross 
ik imesttc investment. With initial conditions 
"I relatively low capital assets, these 
countries have hccu forced to accelerate 
their investment level*. By contrast, the 
-•dvanced countries in America and Fur ope 
make do with considerably lower 


investment ratio*. Their domestic saving 
ratios ore also relatively low {United 
Nations 1993}. 

A third major revelation relates to the 
role of the external sector. Two of the top 
advanced countries, namely, the US and 
Japan, have considerably lower share of 
UI)P(abou( It)to 12pcrccntcacli)dcvuicd 
(ocx polls. In die case of Japan, to an extent 
the pricing policies adopted by the 
corporate* which favour export* and 
di scum male against domestic consumers 
may lx: responsible for this phenomenon. 

Data in Table 7 also bring out how the 
shares of manufacturing have in the recent 
period dwindled and those of services 
considerably expanded in almost all 
developed market economies. The average 
of GDP originating in manulacluring m 
these economies was 2X.4 percent in I960 
and it steadily fell lt> 21.7 percent in 1991. 
in the US it fell from 25 per cent to IX 
per cent, whereas in Huropc it dwindled 
from 40.9 per cent to 27.5 per cent. In the 
1950* ami 1960*. Japan attracted a 
relative!) higher proportion of 
inaiiul.icluniig activity hut in tile I9XIJ* tile 
sh.uc of in.mul.it luring in GDP !el) from 
lb percent in 1970 to 29.2 per cent tn 19X0 
and lurthcr 27 b per cent in 1991. In the 
19X0*. it was the turn ol the developing 
countries io expand their manufacturing 
base and tin* situation seems to continue 
in (he 1990s except in the ease of some 
newly industrialising countries like South 
Korea, which have attained .1 high level 
ol mamil'jcluiing activity. In this respect 
also, ihcic is significant heterogeneity 
amongst the developing countries, as may 
tie seen 111 Table 7. It. in I9K1. ihc 


developing countries a* a group had only 
1l.bpcrceniof their total GDP originating 
ill manulacluring. South Korea had Viper 
cent, die south and south-east Asia group 
had IX.5 per cent and India lb per cent: 
all of these country grouping*** individual 
countries have experienced a rise in this 
proportion, except South Korea To an 
extent, ihc manufacturing share of 
developing countries was influenced by 
the quantum jump in the primary secloi 
income obtained by the petroleum 
prtxlucing countries. 

Relative Trade Slnae\ 

A major j*pcct of world development 
particularly during the I97<lsandthe (9X9*. 
has been the rapid eroivtb of merchandise 
trade which served .is an engine ol economic 
growth. F.ven so world exports a* a 
proportion o| world GDP which constituted 
about 11.2 percent m 197(1 and which rose 
to 17 percent in 19X0. receded to 15.4 per 
cent by |99|. From the beginning of Ihc 
19X(ls and thereafter, it is trade in services 
dial ha* acquired grvjtct focus, particularly 
from die developed market economics, A* 
per (he UN data j United Nation* l*W4:74t. 
trade in non-taelor service* was the 
equivalent ol 20 per cent of the total 
merchandise exports of developed and 
developing economies taken together in 
19X0. they rose to 25 percent by 1990or 
to probably about 2b pel ceni by 1992 In 
particular, in the case ol the US. while the 
deficil on mcichandi*c Haile rose (nan S 
25 5 billion in l9X(llo an estimated 5 I5I.X 
billion in 1992 the surplus on non-factm 
services rose Iront X b 1 billion 10 $ 55 1 
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billion during the same period |OECD 
1995:16*). 

Whut is more striking than the rise in 
world trade to GDP ratio has been the 
expansion in trade amongst the developed 
market eeonomies themselves, in particular 
amongst the European market economy 
countries. The latter in fact overshadows 
the emergence of the east and south-east 
Asian countries on the world trading scene 
with intensive export-orientation of their 
economics. As shown in Table X. the EEC 
countries had about 50 per cent of their 
exports amongst themselves towards the 
end of the 1960s: this proportion rose lo 
as much as 61.1 per cent by the early pari 
of the 1990s. This is obviously the result 
of the intensive efforts made to integrate 
thceconomicsofthc European Community. 
Even the European Free Trade Association 
(F.FTA) countries have not been able lo 
achieve this level of integration in trade, 
which is evident from the fact that of (he 
total exports from HFTA countries, (he 
proportion of exports amongst themselves 
fell from IK.) percent during 1969-71 to 
12.7 per cent during 1990-92: in fact these 
countries have senl a larger proportion of 
thcircxportsioihc EEC countries: 4K.Sper 
cent in the first pcriixl ami 59.2 per cent 
in the second period, whereas the pioportion 
of EEC exports to FETA countries have 
dwindled from 12.2 percent to9.8 percent 
during the same period. 

Overall, about 76 lo 77 per cent of the 
export* of developed market economies go 
to their own economics. EEC countries 
export K2 to 83 per cent ol their exports 
to developed market economies. EFTA 
countries 84 per cent, the US 62 per cent. 
Japan 5K to 6(1 per cent and ot her developed 
market economies KI to X2 per cent. 
Interestingly, while the developing 


Tabu-. 10: Oaittai Inn o*s in i hi-. Imh'miuai 
AND Dl-VH OH No ('ot'VrKtks# 
fin billions of IIS iMIai.t. animal avc-iayes) 


1975-79 

1980-84 

19X5-89 

ladusrud countries 

99.1 

175.7 

463.3 

Public sector 

2U) 

40.1 

63.8 

Private sector* 

78.1 

135.6 

399.5 

Developing countries 

52.1 

105.5 

110.0 

Public sector 

'2.1 

66.7 

74.3 

Private sector* 

19.9 

IK.8 

.35.8 


Notts-. $ Sum ot gross inflows, excluding re¬ 
serve movements 


* Direct and portfolio investment (in¬ 
cluding government bonds j phis long- 
term bank flows. .Short-term bank 
(lows are excluded. 

Smart: Turner. Mulipf l'»l >. 'Capital Mows in 
the 1980s: A Survey ol Major Trends'. 
illlS fsomnmr Paper*. No Vj. April 
199! t 


countries as a group depend to the extent 
of 60 to 62 per cent of Ihtrfr exports on the 
developed market economics, the socialist 
countries of Asia so depend only to the 
extent of 34 to 36 per cent. 

In regard to what has been broadly 
described as the south-south trade, there 
has occurred some noticeable improvement; 
developing countries (other than OPEC 
and Asian socialist countries) accounted 
for 18.7 per cent of thexe countries' total 
exptirls during 1969-71 which rose to 26 
per cent during 1990-92. 

I .(Hiking ui it differently, the share of the 
developed market economies in world 
exports hus risen from 63 .4 per cent during 
19XI-K3 to 73.6 per cent during 1990-92. 
while there is almost a corresponding 
decline in the share of developing countries 
Irom 26.5 per cent to 22.2 per cent (Table 
9). Tlte latter loss in export share has been 
essentially because of the drastic fall in the 
share of the OPEC countries. Earlier, the 
OPEC countries had attained a dramatic 
gain in world exports from 6 per cent 
during 1969-71 to 13.6 per cent during 
1978-80 or to 12.4 percent during 1981- 
1983. as a result of which the share of 
developed market economies fell from 71.7 
per cent to 65 per cent or to 63.4 per cent 
during the respective periods. Once the 
OPEC countries were squeezed of their 
clout on petroleum prices, the developed 
market economies improved their share in 
world exports, as staled above. A 10 
percentage points rise in the share ol 
developed market economies during (he 
period 1981-83 to 1990-92 was 
accompanied by about 4 percentage points 
rise in the share of non-OPEC developing 
countries (including socialist countries of 
Asia) during the same period. These 
occurred at the cost of. apart from the 
OPEC countries, countries in eastern 
Europe. the share of which dwindled from 
8.8-8.9 per cent during 1981-1986 to 3.4 
percent of world exports during 1990-92. 
Besides, while the rise in the share of non- 
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OPEC developing countries Ottwotag 
socialist countriesof Asia) in world exports 
*wxk about 4 percentage point*, the 
corresponding rise in the share of south end 
south-east Asi* in world exports was much 
more, thatis. by about 6 percentage points, 
from 7.1 to 13.4 percentage points which 
implies, again, that other developing 
countries as u group suffered a loss in their 
share. Furthermore, amongst the developing 
south and south-east Asia, it is the group 
of eight newly-industrialising countries of 
Asia, namely. Korea, Taiwan. Singapore. 
Hong Kong. Indonesia, Malaysia. Thailand 
and China, which have shown (lie largest 
rise. In particular.^he rise in their share has 
been the fastest in the early years of the 
1990s; their share in total exports rose from 
6.9 per cent in 19X0 to .6 per cent in 
IVKXbutremuinedat 11.8 percent in 1990; 
thereafter it jumped to 14.5 per cent by 
1992. 

Capital Movements'. 

More than trade flows, it is (lie movement 
of capital amongst developed countries 
themselves that hus been a dominating 
aspect of the world economy now for over 
a century. Until about the first world war. 
cupital was attracted lo resource-rich 
countries, essentially from Great Britain 
Hut also to an extent from France and 
Germany, beeuuse such in vestments yielded 
higher returns thun were available in their 
domestic economies. Bulk of their 
investments went to the present-day 
developed countries: the US. Canada 
Australia and Scandinavian. In the inter- 
war year*, the US emerged as a major 
supplier of investment capital in the form 
ot subscript ion to bond issues, as alsodircci 
investment mainly in Canada and Latin 
America. After the second world war. the 
United Slates' Marshall Plan helped Europe 
to make a dramatic recovery. It was in the 
1950s and 1960s that the United Stales and 
other industrial countries, along with 


Taxi v IEGiorai NKri’AlirAl Im-iow* 

tin billion\ oft’S iloiian annual ai-riart' 1 


I'ouatiy group 

1976 W) 

1981-85 

19X6-90 

1991 

1992 

1993* 

Eniled Slates 

-9.3 

55.9 

99.7 

-1.3.5 

24.4 

41 > 

Japan 

-0.3 

-2.3.0 

-6.3.9 

-90.0 

-118.9 

-Ifiltd 

Western Eurupc 

27.1 

2.6 

153 

75.0 

55.7 

-20.6 

Developing ctamine* 

15.8 

40.9 

.37.4 

126.4 

143.0 

159 < 

oj Much: 







Asian Nils V 

4.1 

3.5 

-6.0 

3.5 

5.0 

7 K 

Other Asia 
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48.1 

*00 

(jain America 

226 

12.5 

8.8 

34.2 

57.5 

67 4 
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Source: BIS. frith Annual Report. PPM 
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itittltmMcid; maftck*. randcred official 
foreif Oawdtrtqnc* to developing countries 
huOhai wan also a period when the capital 
markets in Rerope end the US got integrated, 
wtth large volume* of private capital 
flowing between indualrial countric* The 
moat striking feature of the expansutn in 
foreign finance available to the developing 
countries during the 1970* wa* (he surge 
in lending by commercial bank*. Since the 
beginning of (he 1980*. the volume of 
eapitai flow* in favour of developing 
countric* began dwindling a* a result ol" 
reduced official assistance and growing 
outflow* following large debt service 
requirement*. There emerged a distinct, 
preference of developed market economic* 
to make equity investments abroad, both 
direct and portfolio, during the 19K0*. K ven 
so. again, the hulk of such flows have 
occurred amongst the developed market 
economic* themselves. It i* only since the 
beginning of the 1990* (hat the share of 
developing countries in foreign direct 
investment as well as in portfolio 
investment* has shown a distinct rise. parti¬ 
cularly in favour of newly-industrialising 
countries of Asia. 

A recent study by the Bank lor 
International Scttlcmeni*|Tumer 1991 (has 
identified five distinct features of eapitai 
flows during the 1980s all of which reaffirm 
the phenomenon of further integration of 
the developed murkel economics. First, the 


decade has seen capital movement* 
increasingly taking place amongst industrial 
countries themselves, "with developing 
countries left largely on the sidelines" 
(Turner 1991:21). Secondly, capital- 
importing countries amongst (he developed 
market economies have substituted eapitai 
inflows for their declining domestic 
savings, instead of providing for increased 
domestic investment. A third feature is the 
mindboggting expansion in cross-border 
eapitai movements reflecting the 
diversification of international assets and 
their liquidity. The lourth characteristic 
has been the rapid growth in foreign direct 
investment, though again, this has been 
essentially amongst industrial countries 
themselves. Finally, with the securitisation 
of capital flows, there has been to an extent 
the phenomenon of commercial bank 
lendings being replaced by bond*. 

As depicted in Tahles 10 and 11. capital 
inflow* into developing countries have 
remained virtually stagnant during the 
19K0* e ven in nominal dollar terms During 
that decade, (he net movement ol funds 
was essentially between the industrial 
countries, with Japan being the mam capital 
exporter and the US the principal importer 
IBIS 1994:149|. What is more, the 
developing countries suffered a massive 
reversal of hank flows during the 1980s . 
Total net borrowing of developing countries 

Irom reporting hanks, as per the BIS 


statistics, had been rutming at an annual 
rate of some S 28 billion <«vcr the period 
I979-K2. fell to minus S 19 million over 
the period 1983-90 • a swing >d some S 
47 billion: almost all of this had occurred 
in n<m-( )PRC developing countries |Turner 
1991:23|. 

Direct investment flows have grown 
rather rapidly during the 1980s hut the hulk 
of them, that is. over 80 per cent have 
generally gone in favour of the developed 
economies. The share ol developing 
countries ha* in /act fallen from 18.9 per 
cent during the period 1976-KQto I4.8pcr 
cent during 19X6-90 though the Asia- 
Pacific countries have experienced a 
significant rise during the period (Table 
12). the latter s shaic in worldwide Fl)l 
inflows rose from 5 6 per cent to 9.4 per 
cent during the above period Amongst the 
developing Asian and Pacific countries, 
the NIF's have attracted the lion's share of 
inwanl flows with their share m the regional 
total rising I n >m 38 - 39per cent to an average 
of 50 per cent during the same period. 

Surge in Ctipiinl Flows to Developing 
Ct/immet. 

There has occurred a dramatic change in 
capital flows from the beginning of the 
1990s in terms of both a phenomenal surge 
ol outflows from the industrialised 
countries and si/cable inflows in favour of 


Ta»i i I2:Imh<smii>.\o C.oti.o Flows 

tin billions ol I M tiollais. annual uveragtsl 


foreign Duvet Irtvcsnmur jjwn __ l*onlolio t 'jc*ai Hum 
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173.1 
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23.7 
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|3.7 
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1414 
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Asia 
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52 6 

147.6 
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.3592 
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101.5 

.31.0 

77.8 

184.6 

154.9 

374.6 

uni* 


of whirh: 

United States 
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ihc developing countries. No doulu the 
surge m eapi lal outflows from the developed 
economies had l>egun in the second half 
of the 1980* liut industrialised countries 
themselves acquired die hulk of them during 
(hat period. The annual average of outflows 
from industrialised countries only in two 
forms, namely, foreign direct investment 
(FIJI) and portfolio outflows togethei had 
averaged S 104.2 billion per annum during 
1981-85 and it rose to S 350.9 billion 
during the next quinquennium. I VKfS-SX). 
During llic*c two live- year periods, 
industrial countries had inflows aggregating 
$ 112.7 billion and .$ 307.2 billion, 
respectively, which constituted pre¬ 
ponderant parts of their own outlloWs 
Inflows in favour of developing countries 
were relatively meagre: S 21.3 billion during 
1981-85 and $ 31.7 billion during 19X6- 
90: of these, the bulk was in the form of 
KOI - S 17.7 billion and S 23.5 billion, 
respectively. 

The strong growth ot KOI Hows as well 
a> portfolio investments since ihc second 
halt of the 19X0s is allrihuiahlc to a number 
of cyclical and institutional factors. KOI 
flows appear to he strongly pro-cyclical, 
varying more than proportionately with 
economic activity. Recession in (he first 
half of the 1980s had depressed KOI and 
recovery in the second half gave a l»>ost 
to it. Secondly. KOI flows also got an 
impetus from a wave of cross-horder 
mergers and acquisitions during the second 
hail of tin: 1980s. Thirdly, substantial 
changes in real exchange rates in the mid- 
1980s prompted a nunthcr ol enterprises 
to re locate production l» areas where labour 
costs were lower. Likewise, the fear of 
protectionism encouraged exporting 
enterprises tocstablishproductionunits in 
export markets. About one-half of foreign 
direct investment went to the US during 
the seeoml hall of the 19K0s. Japan provided 
more Ilian 50 |>cr ccnl of FIJI outflows of 
indusirialcounlriesduring ihc second halt. 
The portfolio investment flows owed much 
to the pr> iccss of hanking disintermvdiat ion 
and the emergence of non-bank financial 
institutions - insurance companies, pension 
funds and unit trusts - along with some 
liberalisation of financial markets |BIS 
1992 ami 1994|. 

Since the beginning of the 1990s, while 
the overall size has registered a further 
quantum jump, the nature of capital flows 
has seen significant qualitative changes. 
First, there has occurred a xligbl arresting 
«if Ihc tempo ol FIJI outflows Irom the 
industrial countries, which is attributable 
to funds constraints faced by the Kumpeun 
countries following persistent recession and 
reportedly poor rate of return earned »n 


curlier investmenls made by the Jupuncxc 
companies. BIS (1994) has reported that 
in recent years the Japanese earned 
investment income of only $ 8 billion per 
year on a cumulative FIJI stock of S 250 
billion. Total FIJI outflow from industrial 
countries steadily fell from $ 203.5 billion 
in 1990 to S 152.5 billion in 1993 (Table 
12). On the other hand, the portfoliooutflow 
Irom industrial countries lias continued to 
gallop fromS 152.8 billion in 1990 to over 
•S 438 billion in 19*73. 

The second mu|or ilcvclopmcnt of the 
I 990 k has hcvn the hotHii in capital inflows 
in favourot the develbping countries. Such 
'gross inflows in the form of FIJI und 
portfolio investment in Ihc I.IJCs have 
jumped from about S 41) billion in 1990 
to.S I Aft. 1 billion in 1993. The developing 
countries' FIJI inflow of 1990 had 
constituted almut 17 percent of the total 
world FIJI inflow hut this proportion rose 
lo42 per cent by 1993. Several factors have 
heen idcnlilicd as explaining this 
phenomenon. The increased puriicipatioit 
ot Asian countries in international trade 
lius been adequately documented ill 
literature. The Asian FIJI inflows 
constituted about 5K percent of the total 
developing countries' FIJI inflows in the 
second half of the J 9K0x and they rein aincil 
al above 60 pcrccni during ihc J990s. In 
absolute amount, such Asian FIJI inflows 
amounted lo S 47.5 billion in 1993. that 
is, more than double the S 20.2 billion in 
1992 Within Asia. China is reported to 
have attracted FIJI of.5 11 billion in 1992 
nndS 25 billion m 1993. though the figures 
arc known lo have been inflated to an 
extent hy ’round-tripping' of the Chinese 
capital through Hong Kong for taking 
advantage ot fiscal and other benefit* 
extended to foreign investors |BIS 
1994:94). FIJI in Malaysia and Indonesia 
slackened alter years of large inflows, while 
Soul!) Korea. Taiwan and Hong Kong have 
become net supplier* ol FIJI capital in tloir 
own right. 

The second ma|or factor in the flow of 
foreign capital relates lo the resumption ot 
investor interest in f jttin Amcriea. Regional 
trade agivcmcnts such a* IheNAFTA played 
a role in this respect. While capital inflows 
inkt Asia during the 1990* have been mainly 
in the lormof FI Jl. those into I .at in America 
have been dominated by portfolio 
investment IBIS 1994:150) (Table 12). 

Tliis brings us to life final aspect of 
capital flow which is that the resurgence 
of mvc*nir inteasi in Ihc dc ve loping world 
has been, to a great extent, explained by 
incrcuscd portfolio investment in the 
emerging equity markets, which is in turn 
attributable to both putt and push factors. 


- • ■ ■ x_j 

's *• f ’ *ri K l ‘ 

though •primarily 'the' push faVi’or*. til 
institutional investors tn deVelriped 
countriescomingimopossessiofiofmassivt 
liquidity far beyond what they eundtpioy 
in their own economies. As shown ip Table 
12, outflows as portfolio investment (bum 
the <JS rose from $ 28.8 billion in liWti 
to $ 125.4 billion in 1993 and that from 
western Kurope from S 76.4 billion to 
S 260.6 billion during the same period. 
During this period, portfolio inflows into 
developing countries shot up from $9.3 
billion to $ 91. t billion. But this boom mac 
he shortlived, and with the recovery in 
industrial countries and the rise in inicrexi 
rates, particularly in llie US. tile share price* 
in the cmerg ing markets have already taken 
a beating since the early 1994 and then- 
ore signs of receding capitul inflows into 
the developing economies. 

|l*ammitn IJehnaih actively pnrticipaicd in ilk- 
prefuration <>l this note.) 
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Dravidian Movement and Upper Castes 

Hie Dravidian movement used earlier to be judged vis-a-vis the 
nationalist movement and condemned for its,‘regionalism’ and 
‘separatism’ and its alleged collaboration with the colonial rulers. In the 
present context, when ‘nation’ is coming under increasing attack, and 
caste, especially the dalit question, is gaining prominence, attempts are 
being made to identify the Dravidian movement with upper castes which 
arc portrayed as the real perpetrators of caste oppression. In fact, while 
the non-brahmin movement did have its ideological genesis in the 
intellectual output of the saivite elite, the self-respect movement did not 
draw its roots solely from this and, even when it did, it gave an entirely 
different and radical interpretation which terrified the saivites. 7*1 

Groundwater Depletion 

According to the Planning Commission’s statistics, exploitation of 
groundwater resources hai reached disturbing levels in many states, 
notably UP, Gujarat, Punjab and Tamil Nadu. But less known volumetric 
statistics compiled at the behest of the Central Groundwater Board 
present a more reassuring picture, suggesting that barring a dozen 
districts of the west Indo-Gangetic plains, groundwater exploitation 
has not reached the danger mark anywhere. Between these extremes, 
what is the actual situation? 7*9 

Radical Histories 

Subaltern Studies, the Gramsci-inspired series on Indian history that 
became influential in the 1980s. has recently come in for hostile criticism 
on (he ground that the marxist critique of capitalism that informed the 
earlier volumes in the series has now been replaced - under the baleful 
influence allegedly of deconstnictive, poststructuralist and postmodernist 
philosophy - by a critique of the rationalism that marked the European 
Enlightenment. Is that not dangerous, it is asked, in a situa'ion in India 
where the rise of a ‘religious' and aggressive Hindu right demands, if 
anything, an ever more vigilant attention to the secular goals 
of class struggle, democracy and socialism? 751 
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Political Realignment 

Docs the outcome of the assembly 
elections in Maharashtra represent a 
vote against the Maratha hegemony 
That was mediated through (he 
Congress and its ideology of 
secularism and liberalism? 733 


Not Saving Enough 

Just when the need was for rates of 
interest on government debt and 
commercial sector borrowing to be 
moderated, there is taking place a 
stiffening of rates. Reflecting the 
shortage of domestic saving, this will 
have its impact on both the level of 
economic activity and the external 
balance, besides worsening the 
government's debt burden. 735 


‘Reform’ in lYouble 
The rout in the Karnataka and Andhra 
Pradesh elections had brought the 
large cracks in the Congress to the 
surface. After the defeats in Gujarat. 

MnhweRdlMiaA sum* mm 

m«aftrts 0 uv mm 0 hmt mey ire 
widening and becoming irr ep arable. 
M ean white, the ec ono mic ‘reform* 
prog ra mme is failing apart. 733 


Moving the Masses 

Purposefully evoking various meanings 
surrounding salt, yatra and Dandi. 
Gandhi crediNy communicated the 
message of swaraj to audiences in 
India and abroad. 743 


Without Credit 

Improving access to credit facilities 
by itself means very little to the mass 
of the niral poor. The opportunity to 
use these facilities will come only 
when investment in agriculture 
is stepped up. 737 


Violated 

The ferocity and frequency of human 
rights violations by the army in 
the Naga MBs have been on the 
increme recently. 73t 


Sentinels of Death 

Where there h fighting, one expects 
that people arid be killed. However, 
in many parts of the world where 
fig ht i n g once took place and has 
since ceased, people contin ue to 
be kilted by the discarded 
weapons of war 739 








LETTERS TO EDITOR 


Darjeeling, after 10 Years 

A RECENT revisit to Datjeeling. alter a 
little over adecade, wax a pleasant surprise. 
On the last occasion, the dour, often 
positively rude, behaviour of the local people 
towards visitors of Bengali birth had robbed 
the trip of all charm, the majestic 
Kanchenjangha notwithstanding. This time 
it was smile, smile all the way - the locals 
invariably going outof the way to be helpful 
and welcoming. 

The welcome was expressed in some 
other ways too. The last lime we were 
repelled by the bad condition of the town 
roads, potholed and full of excreta, human 
and animal. This time we found the roads 
better maintained and very much cleaner, 
the main roads being swept more than once 
during the day. It was also a very pleasant 
experience to find well-dressed children 
and young boys and girls on their way to 
schools and colleges almost throughout the 
day. happily chatting and laughing all the 
time. 

All this can be basically attributed to the 
very partial change of regime through the 
installation of the Gorkha Hill Council, 
whatever may be the truth in reports about 
misuse and misappropriation of funds by 
the local bigwigs. 

These changes for the better, however, do 
not go beyond the upper reaches of the local 
society. The poor remain where they were, 
if they have not been pushed further down. 
They continue to be the beasts of burden, 
literally and metaphorically, engaged in 
backbreaking toil from dawn to dusk. 

A Reader 

Calcutta. 

Being Indian 

HUMANSCAPE is a magazine published 
monthly from Bombay by the Foundation 
For Humanisation, a public trust. It wax 
launched in November 1993, and now bax 
subscribers in over 160 Indian cities. It i* 
also regularly mailed to NGOs, libraries 
and other publications. Eminent journalists 
and specialists in various fields have written 
for the magazine. On its editorial board arc 
Nissim Ezekiel, Govind Shahani. Meher 
Pejtonji, Bittu Sabgal, Manu Kothari, Rusi 
Engineer and Lincsh Sbcth. 

Tbe magazine hopes to infonn individuals, 
institutions and society in general of 
humanist proposals, leaving them to decide 
whether it is possible to share them. For 
this, Humemscapeopcafy diffuses ideas and 
facts, encouraging discussion of them. One 
of these issues - one that we feel is vitally 
important in contemporary India - is the 
idea of being Indian. This raises questions: 


* ' 'StS' | »' 


What does it mean to be Indian today? Why 
be Indian above all? 

When the British ruled India, these 
questions were easily answered. To be Indian 
meant a fierce desire to be independent, in 
control of our own future. It wax profoundly 
Indian to want to get rid of the foreigner. 
But what about after August 15, 1947? 
What about today, half a century later? 
What is it that makes us all Indian? There! s 
a special relevance and urgency to this 
question today. For, never in our independent 
history have we seen a redefinition of 
loyalties on the scale that we see today. Our 
politics is increasingly dominated by 
identity. It commands loyalty on the basis 
of language, religion, caste and various 
other affiliations. As a result we are drawing 
lines that will mark us apart in every way. 
So many years after independence we are 
arguing over who or what represents a 
national identity, speaks for it? 

With all these divisions, what is it that 
makes us Indians first, above all? What is it 
that unites us all as Indians? What is the 
rationale for a united India? Humanxcape 
believes that wc must begin addressing 
questions like these. To this end we intend 
to devote the July 1995 issue to a debate on 
these lines. As an important part of this 
debate, we want opinions from a widccross- 
xcction of Indians. We would like readersof 
EPWloeontribute to this effort. Please find 
tbe lime to write about 300 words on the 
issue, perhaps as triggered by these two 
questions: What docs it mean to be Indian 
today? Why be Indian above all? 

Wc would appreciate a response within 
15 days. Kindly also furnish your full name, 
address, age, occupation and interests. 
Please use cither English or Hindi if you 
can. But if you are unable to do so, use any 


language you choose. Please mail to 
Hummucape, P O Box 26922, Santactuz 
West Bombay 400 054. 

JayikhShah | 

Publisher, 

Hummscapt, 

Bombay. 

Masters and Servants 

LA KSHMI Srinivax ’ article ‘Master-Servant j 
Relationship in a Cross-Cultural Pen 
peclive' (February 1994) is an excellent 
exposition of the diverse dimensions of the 
dreadful and disgraceful discriminations 
and domination detrimental to the relation¬ 
ship of master and servant. It is surprising 
that the writer is not conversant with the 
service of voluntary agencies, interested in 
tbe problems and yearnings, aspirations 
and dreams of tbe domestic servants. Their 
units function with the motive of liberating 
young girls who come from villages to be 
employed in towns and cities from ignorance 
and inhibition, inertia and impotence. Their 
earnest efforts have been to empower the 
least hlcsxcd by making provision for them 
to learn the rudiments of arithmetic to cany 
on monetary transactions, the essentials of 
child psychology to take care of babies 
entrusted to their care, the norms of the 
• inter-personal relationship and tbe elements 
of labour laws to claim their right* to life, 
security of appointment and payment of 
just wages and to protect themselves against 
unjust, dismissal and exploitation by 
employers and their agency. 


T M Gnanatragasam 


Madurai 
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Whistling in the Dark 

D RAWING attention to the economy's apparently 
impressive performance on the external front, govern¬ 
ment spokesmen have sought to emphasise that the deficit on 
current account, which was over 3 per cent of GDP in 1990- 
91, is likely to dip below 0.5 per cent in 1994-95. Commerce 
minister P Chidambaram, announcing the revised export- 
import policy for the five-year period 1992-97, has projected 
the trade deficit in 1995-96 at around $2 billion, with exports 
touching $29 to 30 billion and imports $31 to 32 billion. 
Quoting assessments by the Reserve Bank and the finance 
ministry, Chidambaram argued that the country could easily 
absorb a trade gap of that order. Confident pronouncements 
such as these fail, however, to put the external sector 
situation in the right perspective. They focus exclusively on 
short-term achievements without reference to fundamental 
issues which are germane to any effective use of international 
trade to raise the country ’ s economic growth rate and streng¬ 
then the domestic economy. It seems to be assumed that 
pursuit of globalisation and rapid integration of the Indian 
economy with world markets will solve most problems. 

In all official assessments of the prospects on the external 
front, the focus is invariably on exports without much attention 
being paid to the changes thatare taking place in die economy's 
import propensities. Data for April-February 1994-95 show 
that exports grew by 17.3 per cent from $19,825 million to 
$23,248 million even as non-POL imports shot up by 31.7 per 
centfrom$15,150millionto$19,954million and total imports 
by 23.3 per cent from $20,355 million to $25,063 million. 
While the overall trade deficit may well be contained at $2 to 
2.5 billion in 1994-95, its projection at about the same level in 
1993-96aswell is dearly optimistic, to say die least. Assuming 
15 per cent growth in exports and 25 per cent growth in 
imports, as seems justified on the basis of the trends in world 
trade and in the domestic economy, the trade deficit in 
1995-96 may turn out instead to be in die region of $6 billion. 
So what is claimed to be a BOP strategy aimed ata low current 
account deficit may not be sustainable for long. There are 
many macro-economic imponderables, including the slow 
growth of domestic saving, the rapidly rising revenue deficit 
and the persistence of double-digit inflation which must be 
expected to contribute to a widening of the deficit on the 
external cunem account For the trade deficit to be covered by 
net inflow of invisibles, the sine of private transfers will have 
to rise well above the 1993-94and 1994-95 level of $4bBboa. 
Besides, on die invisibles side, despite die RBI’s s ubsta n tial 
accumulation of income-earning reserves, (he net outgo of 
investment income touched $4 billion in 1993-94 and will 
probably turn out to be higher in 1995-96, widi the outflow oe 
fti* account mounting timidly in later years. 


On the capital account, leaving aside ‘other capital flows’, 
representing essentially current account related transactions, 
which may have touched $4 billion in 1994-95 against $2.3 
billion m 1990-91 and$2.2 billion in 1993-94, the contribution 
of net capital inflows of about $7 billion each in 1993-94 and 
1994-95 to the build-up of $20 billion of foreign exchange 
reserves should be considered as something of a peak. On the 
other hand, total debt service obligations are likely to mount 
in the coming years. In both 1995-96 and 1996-97 substantial 
bulk repayments are due. According to die Economic Survey, 
debt-service payments are Ucely to touch $13 bilfion in 1995-96 
compared to $8.3 billion in 1993-94. Incidentally, roughly 
$2.6 billion will have to be disbursed as capitalrcdemptioo and 
interest outgo on account of die India Development Bonds (IDBs) 
atone in 1996-97. In other words, even export growth of 15 to 16 
per cent per amnan in dollar terms may not bety the country to 
escape serious halanre ofpayments probiemsm die medwm term. 

These medium- and long-term misgivings are reinforced 
by the fact that the government's present policies soon 
unlikely to give a strong enough push to exports, either 6f the 
low-wage, labour-intensive variety identified with Taiwan 
and China or of the hi-tech type such as South Korea has built 
up. Two basic requirements of such enduring export growth 
need to be kepi in mind. First, extreme social backwardness, 
arising out of lack of elementary and basic education and 
primary health infrastructure, comes in (he way of the 
economy achieving labour-using, export-oriented expansion 
of production on any significant scale. Such expansion calls 
for strict quality control and ability to produce to precise 
specifications, for which a literate labour force able to read 
and write is a sine qua non. 

Second, the industrialisation experience of Asian countries 
such as Sooth Korea, Indonesia, Malaysia. Thailand and 
Taiwan shows how diversified and knowledge- and capital- 
intensive export growth requires the underpinning.of dynamic 
import substitution together with dear priorities a indu stria l 
development advanced through state incentives and 
disincentives. Ills not just a happenstance that all the above 
successful south-east Asian countries embraced domestic 
economic liberalisation far inadvanoeof egtetnaltiberaliutiaa. 
not hesitating to practise effective prfv ^ for selected 
industries for protracted pora^TIryf^^ 
as we seem to be dooffitiMbjecy , v onws export 
p romo ti on with global! ^"^^-^pwegrationofilteir 
economies with wrajdifew ■ t ‘Jbflmraii, mom own case, 
the pteacmecxmora1cd4gnskkw is Botsfdc for its outspoken 
eschews! of aB Mattisl prioritisation, tadacrimiaafc import 
ctf capital goods® the name erf technology upgradation is,« 
aresultltarearemiig to undermine domesttomdustries nurtured 
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in the firit decade and a half of planning. 
Hie extension, in the latest export-import 
policy, of'deemed export' status to supplies 
made to projects in the power and oil and gas 
sectors and to holders of export promotion 
capital goods (EPCG) licences does not 
touch even the fringes of the problem. Agro- 
based industries and chemicals and 
petrochemicals, where India possesses no 
particular advantage, cannot be expected to 
provide a sustainable base for export growth. 
South Korea, by contrast, had, brushing 
aside World Bank urging*. systematically 
pursued a strategy of ‘heavy and chcmicil ’ 
industrialisation, targeting six industries - 
steel, metals, machine-building, ship¬ 
building. electronics and chemicals - for 
government support. 

MAHARASHTRA 

Remote Control 

ON the eve of the BJP-SS victory in the 
assembly election. Bal Thackeray boasted 
that he would appoint a chief minister for 
the state who would get up when he said get 
up and sit down when he said sit down. 
Though the statement is representative of 
Thackeray's rhetoric, it madehtiany ponder 
whether the electorate (including Muslims) 
which was then rejoicing at having sent a 
corrupt and arrogant Congress government 
packing, would come to witness democracy 
itself being hijacked. Thackeray’s talk of 
‘remote-controlling’ the government raised 
a spectre of shadow dictatorship while his 
threat to set the whole of Maharashtra aflame 
if Shared Pawar attempted to revive the 
pending case against Manohar Joxhi in the 
Supreme Court, smacked of a disdain for 
the opposition. Given Thackeray’s penchant 
for histrionics, it was clear from the vety 
beginning that his presence was going to 
dwarf the doings of the Joshi-Munde cabinet. 

Hopes were expressed that being in power 
would make the SS party chief more 
circumspect in his pronouncements. But his 
statement during the swearing-in of the 
state chief minister, about ‘kicking out' 
Bangladeshi Muslims, and his reiteration of 
his authority to say this, arc fairly indicative 
of the extent of accumulation of power in 
his person. It is true that this is nothing new 
in the Shiv Sena's history and its 
fonctiori&g. But what gives a sinister twist 
to Thackeray's public statements now is his 
control over the state machinery to enforce 
of Bombay, and 
had an indelible 
inglhe 
ran 
.. unify 
a tekpboOe 



his ’fat' 
especial, 
foretaste 
last riots. Not 
down the spine 
when, on allegedly 


threat to his life, Thackeray retaliated wiB! 
an ‘order’ to exterminate the community to 
which his Wbuid-be assassins belonged. 
What is immediately ominous is the Sena 


chiefs command to his ‘boys’ to flush nut 
Bangladeshi and Pakistani anti-nationals 
from their 'dens’, and to the police and local 
Muslims to help them in the ‘national task*. 
It implies that all other institutionalised 
power centres of a democratic polity should 
be subservient to his army. Further, by 
treating ail immigrants as ‘infiltrators’ 
Thackeray blurs the wider socio-economic 
compulsions behind migration and reaps 
the emotional backing of the populace by 
placing the issue within the national/anti- 
national dichotomy. 

The Bharatiya Janata Party, SS’s coalition 
partner, has projected itself as being un¬ 
ruffled by Tbadceray'* utterance*. In principle, 

the BJP should not have any objection to 
Thackeray's drive against Bangladeshi 
Muslims sinceMadanlal Khurana, the chief 
minister of Delhi, also had once declared 
similar intentions and the party had put the 
issue on its agenda in the recent election 
campaign for the Bihar assembly. The issue 
can prove to be counter-productive to the 
party only if it hinders its ambition to 
capture power at the centre. At present such 
a development seems remote. What may 
happen is that the newly-formed government 
in Maharashtra may get entrapped in issues 
centred on Bombay enhancing its parochial 
metropolitan countenance. • . 

RURAL INFRASTRUCTURE 

Empty Boxes 

OF Ac several new schemes the finance 
minister has announced in the budget for 
1995-96 is one for the establishment of a 
Rural Infrastructural Development Fund 
within NAB ARD from April this year. The 
fund will provide loans to state governments 
and state level government corporations 
"for completing ongoing projects relating 
to medium and minor irrigation, soil 
conservation, watershed management and 
other forms of rural infrastructure". The 
rationale offered for the creation of the new 
fund is that many rural infrastructure projects 
“have been started but are lying incomplete 
for wantof resources". To encourage quicker 
completion of such projects, the new fund 
will extend loans "on a project-specific 
basis with repeyment and interest guaranteed 
by the concerned state government”, with 
priority to be “assigned to projects which 
can be completed within the least time 
period”. 

The rationale offered for the creation of 
the new fund cannot be fanlted, especially 
since, as the budget spgpch puts it, 
“inadequacy of public investment in 
agriculture is today-a matter of general 
concern'* and aH evidence potato to an overall 
decline in total investment in agriculture. 
Any coocretc measure to step up investment 

in agriculture has to be welcomed in the 
circumstances. Questions do arise, however. 


as to the manner in which rea6j*pee amftfpa- 
mobilised for creating the cotpus of 1lie 
proposed fond, estimated at Rs2j000am. 
Resources for tbe food are to come not from 
the budget-in fact moetoftbenewacbemes 
announced in the budget speech are so 
crafted that ti»eir immediate budgetary 
impact is nil or minimal-but from 
"commercial banks which will be required 
by RBI to contribute an amount equivalent 
toa bank’s shortfall in achieving tbepriority 
sector target for agricultural lending, subject 
to • maximum of U per cent of the bank’s 
net credit”. 

Tbe first question that arises is with regard 
to “the priority sector target for agricultural 
lending”. Do the authorities still subscribe 
to the target of 18 per cent or is the RBI 
going to set a new and lower target every 
year? The latest available figures of 
commercial banks’ credit show that 
agricultural lending by the banks has already 
touched a low of 13.9 per cent. This 
incidentally shows that the brunt of the 
decline in priority sector lending by 
commercial banks has been borne by none 
other than the agricultural sector. Although 
the government has yetto publicly announce 
its decision on the recommendation of the 
Narasimham Committee for a three-year 
phasing out of priority sector lending, the 
fact is that a slow and steady phasing out is 
already under way. 

Closely connected to this is the question 
of what' further shortfall in agricultural 
lending by commercial banks can really be 
allowed, given the existing situation. The 
manner in which the banks’ contribution to j 
(he proposed fond is to be tied totheshortfall 
in agricultural lending is significant. Tbe | 
finance minister spoke of a ceiling on such 
contribution, namely, “a maximum of 1 .5 
per cent of the bank's net credit”. Does it 
mean that regardless of the extent of the 
shortfall in lending to agriculture by a bank, 
tbe maximum contribution it will be required 
to make to the new fond will be equal to just 
1.5 per cent of its net credit? That should 
hasten the demise of agricultural lending by 
commercial banks, no matter how noble 
sounding tbe objective of the proposed fund. 

Further, bow will the fund distribute iu 
lending among the states? Will tbe states 
with the maximum of unfinished rural 
infrastructure projects qualify for (lx 
maximum of loans as against other* with a 
better record of project planning and 
implementation? It is well known that the 
inter-state distribution of funds by the 
financial institutions, including NAB ARD. 
is regressive in tbe sense that the relatively 
better off statea tend togel away with* 
well in excess of their population aodi 
stales have been led to complain about ( 
unfairness and inequity involved. Stity 
another question is with regard! to 
obligation of foreign banka. Are they to I 
Completely absolved, since in their c» 
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they db Dot have to fuHil «ny agricultural 
lending target? A jot more need* to be 
known about the proposed Amt but what 
little information baa been made available 
is cause for serious concern on several 
counts. I 

BIHAR 

A New MLA 

SUMMONED to the dais by Laloo Prasad 
Yadav, during his brief swearing in 
ceremony as Bihar's chief minister for a 
second term,Mohan Ram, one of the newly- 
elected Janata Dal legislators, introduced 
himself as a member of the ‘holokhor’ 
community, who personally bad nothing 
else to boast of except a long tail of university 
degrees and the possession of a jhonpri' fa 
wretched hovel). His community, the lowest 
in the dalit ladder, is engaged in cleaning 
toilets and is often found to be carrying 
nightsoi) as headbads even about half a 
century after independence, notwithstanding 
Jawahiuial Nehru’s strident strictures on 
this degrading practice. 

Mohan Ram is a ‘double MA’. with BEd. 
LLB. and a doctorate, perhaps unique for a 
member of his community. He got the Janata 
Dalnomination for con testing a rural scat in 
the Darbhanga district in north Bihar after 
he had managed to meet Lalooji at some 
airport on the cvc of the elections. 

Ibis interlude in the Patna ceremony 
serves to shed light on some unrevcalcd 
comers and crevices of the political reality 
of the day. It may also help in seeing the 
developing reality inhistorical perspective. 
First, for instance, is the fact that even if 
Nchni may not have succeeded in abolishing 
the abominable practice of canying ni ghtsoil 
as headbads, be had initiated a process 
which has in course (d time enabled an 
individual member of this bwly community 
to reach the height of the academic ladder. 
(If this evokes the parallel of Babasahcb 
Ambedkar. it should he remembered that 
bis mabar community was socially on a 
much higher level and his family on a much 
higher economic footing.) But this has not 
enabled Mohan tobreak out of ht* jhonpri in 
a ghetto. 

Second, it also brings out Laloo Prasad's 
earthy simplicity: a representative of Mohan 
Ram's stratum was able to meet him almost 
casually, that is, without a previous 
appointment and without passing through a 
screen of personal staff, to be rewarded with 
a nomination Thirdly, and most importantly, 
this lucky turn in an individual's fortunes 
only serves to highlight the depth of misery 
which continues to be the bt of Mohan 
Ram's soda) compeers. Indeed. Laloo 
Prasad and Mob am Ram wlO be judged by 
their rob m the struggle for lifting and 
liberating these historically condemned 
masses. 


TRANSFERS TO STATES 

Reverse Flow 

HOW misleadingly statistics can be 
presented is eminently demonstrated by the 
manner in which references are made to 
budgetary transfers to the states in the 
finance minister's budget speech. In regard 
to transfers under the sward of the Finance 
Commission, it is claimed that ‘the flow of 
funds based on Finance Commission 
devolution and transfers will increase by 
about 22 per cent from Rs 28.832 crure in 
1994-95 to Rs 35.055 cion: in 1995-96" 
The fact that the increase in the provision 
for central Plan assistance is marginal, from 
Rs 19,304 crore in the budget estimates for 
1994-95 to Rs 19.506crore in 1995-96 has. 
according to the finance minister, "to be 
viewed in the background of substantial 
increase in transfers to the states as a result 
of the recommendations of (heTcnth Finance 
Commission". 

I>etus see how 'substantial' is the increase 
in budgetary transfers as a result of the 
recommendations of the Tenth Finance 
Commission. A simple calculation wiUshow 
that given the estimated gross revenue 
collection from the sharable taxes, i c. income 
tax and excise duties, even if the award of 
the Ninth Finance Commission were to 
continue to he in effect, the -tales share 
would have worked out to Rs 30.400 crore 
in 1995-96. compared Ur which the budget's 
provision of Rs 29.400 crore actually shows 
a decline of 4.4 per cent. No doubt, there is. 
at least on the surface, a more than marg inal 
increase in the provision for mat -Plan gr anus, 
from Rs 2.544 crore in 1994-95 (RF) to 
Rs 6.169 crore in 1995-% <BF.). However, 
as the budget speech itself concedes at the 
same time. Plan grants have been done away 
with altogether and these amounted to 
Rs 2.680 crore in 1994-95 

Taking the proceeds I nun shares! uses 
and grants as recommended by the two 
Finance Commissions, the transfers in 
consequence of the recommendations of the 
Tenth Finance Commission would still work 
out to less than the transfers on these accounts 
under the previous commission's award by 
I. I percent. If Plan grants arc not taken into 
account, the transfers in 1995-96 would be 
higher no doubt, but only by 6 95 per cent. 
This is nowhere near the enhancement in 
transfers lor which credit is sought to be 
given in the budget speech to the award of 
the Tenth Finance Commission. 

Coming to transfers by way of central 
Plan assistance to the states, the budget 
speech chooses to make a sort of tongue -in- 
check comparison of the provisions in 
respect of 1995-96 and 1994-95 by deli¬ 
berately understating the figure for last year 
on the ground that it included a provision 
for Rs 2,680 crore as Plan assistance based 
on the Ninth Finance Commission’s award. 


The finance minister does, however, speak 
of providing Rs 19.506 crore as central Plan 
assistance to states and union territories in 
1995-96 compared to Rs 19,304 crore in the 
budget estimates for 1994-95. But then be 
chooses not to mention that the budget 
provision he is now making fails short of the 
revised estimate for 1994-95 of Rs 20.827 
crore by as much as 6.4 per cent. This is the 
case even after taking into account the 
extraordinary enhancement of over 100 per 
cent in the provision for the Rural 
Electrifl catkin Corporation and for the north¬ 
eastern union territories. Otherwise the 
shortfall works out to 11.1 per cent, i e. 
almost twice as much. No less significant is 
the fact that there is a sharper drop in the 
grants component of central Plan assistance 
- from Rs 11.027 crore to Rs 8.059 crore or 
by 22.5 per cent. In addition, the centre 
makes Plan transfers to the states by way of 
assistance for central and centrally- 
sponsored schemes. The budgetary 
provision on this account of Rs 7.280 crore 
falls short of last year 's Rs 7,601 crore. but 
is marginally higher than last year's 
revived estimate of Rs 7.123 crore. 

An overall assessment of the budgetary 
provisions for transfers from the centre to 
the states on Plan or non-PIan account 
reveals that while on Plan account there will 
be a decline, which is substantia! particularly 
in the grants component, on non-Plan 
account the enhancement is very marginal 
over what the states would have been con tied 
to under the dispensation of the Ninth 
Finance Commission. The only head under 
which the states have made any substantial 
gain in recent years is that of small savings 
which registered a rentaikiMe growth in 
1994-95. But even here the budget provision 
for 1995-96 suggests a sharp decline. 

The budget documents present a 
comparable set of figures of transfers to the 
states' net of loan recoveries. Interestingly. 
however, the transfers ^re not netted for 
interest recoveries which are very sizeable. 
In 1995-96 tmerest rccovcncs from the states 
are estimated to he Rs 13.350crore, compared 
with loan recoveries of only Rs 4.454 crore. 
ie. almost 2.9 times a* large. Ifonctoci* note 
of interest rc-iovcrtcs along with loan 
recoveries from the states, it turns out that 
there will he a net reverse transfer id R> 
1,821 crore in 1995-96. 

Can it he maintained sull that the finance 
minister has been particularly generous 
in effecting fiscal transfers to the states, 
as be has sought to claim in the budget 
speech ’ Isn't the actual situation somewhat 
different? 

IN 1>LA-PAKISTAN RELATIONS 

Jaundiced View 

NO less than the Indian government and 
politicians, the Indian press also » often 
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responsible in • Urge measure for creat¬ 
ing among Indians a lopsided image of 
Pakistani public opinion, and thereby 
fuelling hostilities. 

A recent example is the manner of using 
Pakistani news reporting by the Indian 
mainstream press in connection with the 
Indo-Pak peopk-to-people dialogue held in 
Delhi in February - the first of its kind 
involving representatives from non-official 
organisations, trade unions, women's 
groups, academics and artistes of both the 
countries. On the eve of the Pakistani 
delegates’ departure for Delhi to attend the 
conference, a virtual tirade was unleashed 
against them in Pakistan by the Pakistan 
Foreign Office, the Jamaat-e-lslami 
politicians and even the Newspaper Editors' 
Council (which urged thejoumalist members 
of the delegation tp desist from visiting 
Delhi). A section of the Pakistani press 
highlighted and editorialised on fears which 
ranged from the ridiculous allegation that 
the Indian sponsors of the Delhi meet and 
the Pakistani delegates intending to attend it 
were RAW agents (the Pak version of the 
Indian government’s tendency to denounce 
any Indian urging better Indo-Pak relations as 
an ISI agent!) to apprehensions that such a 
visit would demoralise the Kashmiri militants. 

Indian newspapers picked up these 
negative reports and comments by Pakistani 
officials and politicians and the Indian 
readership was given the impression that 
the entire public opinion in Pakistan was 
ranged against the Indian people and the 
Delhi talks. Yet, even in the midst of this 
spurt of Pak official and media indignation 
against the Delhi conference, sane voices 
asserted themselves in the Pakistani media. 
One paper, the News, for instance, on 
February 23 (a day before the Delhi meet 
started), dismissed its government's 
apprehensions as ‘exaggerated' and 
described the Pakistan delegation’s journey 
to Delhi as “actuated by the noble desire to 
see peace prevail in the subcontinent”. It 
then added: “For the hardened politicians, 
bureaucrats and the soldiers on both sides of 
the border, this may be an idle hope, a lost 
cause, and a failure foretold. But for the 
teeming millions in the two countries whose 
future has gone to the dogs of war, this 
represents a worthy attempt to change their 
lives for the better.” Curiously enough, such 
dissident voices Were ignored by the Indian 
press. More such instances of blacking out 
similar voices were to occur in the days that 
followed. 

From February 27 onwards (i e, after the 
end of the Delhi conference), one could / 
observe adistinctshi ft in the tone of reporting 
and editorials in the Pakistani press. 
Newspapers like the Frontier Post, Pakistan 
Times and even Dawn (which had earlier 
expressed hostility towards the Delhi 
meeting) carried reports, editorials and 
commentaries which generally welcomed 
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the efforts made by the non-official groups 
in both the countries for a dialogue. As a 
commentator in Dawn said: “...the 
participants could claim, with a sense of 
satisfaction that they took a crucial first atop 
and succeeded in opening up an avenue of 
bilateral dialogue which had been left 
unexplored”. A more forthright observation 
was made by a Pakistani commentator in 
the pages of the News of February 28, where 
nailing both his government and its Indian 
counterpart for being trapped by “the 
hypnotic effect of their own rhetoric, by 
forces of revivalism in both the countries”, 
he concluded: “...the road to peace between 
the twocountries is not through the capitals... 
that is the political and state machinery, but 
through thepeopk-to-peopledialogue which 
the two states understandably do not want to 
encourage but fortunately are unable to 
control". 

None of the major Indian newspapers till 
today has cared to publish excerpts from' 
these positive editorials and commentaries 
that have been carried by the Pakistani 
newspapers. By failing to take account of 
the changing attitude in the Pakistani media, 
the Indian press continues to allow itsreaders 
to remain stuck with the earlier impression 
that it created by highlighting only those 
Pakistani press reports which quoted the 
belligerent reactions of the foreign ministry 
and Jamaat-e-lslami. 

USA 

New Role for CIA 

US PRESIDENT Clinton has finally come 
up with a nominee to head the CIA. after his 
first choice withdrew - the deputy defence 
secretary. John Deutch. He will replace 
James Woolsey who resigned in December 
following the Aldrich Ames spy scandal. 
Not a highly coveted job in view of the 
demoralisation in the Cl A at present. Clinton 
has dangled a carrot by announcing that, if 
Dcutcb is confirmed, the post would be 
elevated to cabinet level for the first time. 

In is a classic case of bureaucratic self- 
preservation. the CIA after the end of the 
cold war has had to look for a new raison 
d'etre. Zero-based budgeting not being the 
order of the day in Washington, it needs to 
justify the continuance of its (conservatively 
estimated) $ 28 billion allocation. Already 
a laughing stock for its failure to predict the 
break-up of the USSR and several other 
momentous political developments of the 
day. for the Ames affair, and for its juvenile 
clock-and-dagger approach to cagying out 
the simplest task, and threatened by 
suggestions from some Congress tons! 
quarters that it be closed down entirely, the 
CIA Last year was forced to undertake an 
internal re view to rethink its purpose in life. 
(It is also undergoing an external review by 
a presidential commission.) It came up 


with a Bat of subjects on which it thought 
it could profitably gather intelligence, 
which included drug trafficking, terrorism 
and. ironically, industrial espionage. 

Ironically, because now it has been 
revealed that the CIA has bees engaging in 
industrial espionage itself. (Since h hat 
already exercised its skills in tbe other two 
fields mentioned - drug trafficking to fond 
its proxy war in Afghanistan, for instance, 
and terrorism during its numerous covert 
operations to subvert third world 
governments - it should not come as a 
surprise that the CIA should engage in the 
very illegal activities which it is supposed 
to investigate.) France has accused five 
Americans, including the formerCLA station 
chief in Paris and his deputy, of political 
and economic espionage, and asked them to 
leave. They were charged with ttying to 
bribe high-ranking French officials to 
disclose France’s negotiating position in 
recent global trade talks and secrets about 
domestic politics and telecommunications. 
In fact, commercial, industrial and political 
spying in friendly countries is nothing new, 
but according to tacit agreement, such an 
incident normally would not have been 
made public but would have been resolved 
confidentially between the two countries. 
The US state dcpartmeniobjectcd mainly to 
the ‘handling of the affair’ by France and 
did not actually deny the allegations. 
Apparently the scandal was leaked by 
someone in the French government for 
political reasons, to deflect public aUention 
from the wire-tapping scandal. 

Whatever the details of the case, the 
continuation of spying activities by the CIA 
for commercial ends is noteworthy. Since 
the ‘new world order’ is above all an 
economic order with the US at its epicentre, 
it makes sense for the US to utilise its 
intelligence-gathering agencies to further 
its commercial goals. CIA officials already 
have acknowledged that the agency is 
beginning to shift the focus of its activities 
from security and defence concerns to 
collecting economic intelligence. In view 
of the Clinton administration’s aggressive 
international trade policies, which are aimed 
at promoting exports to reduce the huge US 
trade deficit, and its view UiBt the ‘big 
emerging markets'. including India, will be 
the 'battlefields' of (he new competition 
among tbe OECDfcountrie*. the potential 
use of this instrument of economic ’war’ 
should not be taken lightly. Jeffrey Garten, 
US under-secretary of commerce, has been 
quoted ax saying, “itpromises to be a bloody 
fight. The contracts are big, the process of 
awarding them highly intertwined with local 
and international politica.” This view, 
coupled with the CIA’s ent hu sias m to 
produce some concrete intelligence with 
which to impress its masters, does not augur 
well for the creation of tbe much taflted- 
about ‘level playing field’ for world trade. 


Economic and Political Weekly April 8.1995 



COMPANIES 


EPW Research Found*toa 


SIEMENS (India) 

Opportunities in Power 

SIEMENS (INDIA), with its core com¬ 
petency in the infrastructure sector of power, 
telecom end transportation, has declared a 
dividend of 45 per cent in 1993-94 against 
35 per cent in the previous year. The 
govemment'sdecisiontothrowopen power 
to the private sector has been welcomed by 
Siemens. The company came out with a 
rights issue, enhancing its capital base. Net 
sales were up by 32 per cent, while profit 
after tax moved up by 27 per cent. The 
company bagged export orders from 
Malaysia. Indonesia and Egypt. Siemens 
AO and the company together have secured 
the contract from theGujarat Torrent Energy 
Corporation for the execution of a 655 MW 
Jual fuel combined cycle power plant to be¬ 
set up at Gandhar near Bharuch in Gujarat. 
Siemens also has the largest share of the 
xiwer equipment market in India, with 50 
->er cent of the country's installed power 
generation capacity being Siemens 
cchnology. 

The company is diversifying into the 
optical fibre industry and is setting up an 
optical fibre plant at Aurangabad at an 
investment of Rs 30 croru The plant is to 
tart operation in the current year. Another 
Rs 50crorc project has also been undertaken 
io set up a state-of-the-art transmission 
:quipment plant in Calcutta Siemens 
Telematics of Calcutta is being merged with 
siemens (India). The company has been 
^structured and the number of divisions has 
gone up from six to 10. Exports arc being 

handled by aseparatcdivLsion.Eaclidivision. 
.■arlier headed by a director, will now be 
andcr the charge of an executive vice- 
^resident. 

The company is engaged in modernising 
the signalling system of Indian railway \ and 
is introducing safety systems using optical 
it-vices. These are to he tested in the suburban 
networks in Bombay. The company recently 
executed a signalling model nisation contract 
in Bangladesh worth $1 million. 

The R and D department has developed 
new products like induction generators for 
250 KW wind mills, inverter systems for AC 
naxsenger coaches for railways. KPABX 
■quipment up to2.000lines and a new starter 
for the agricultural market. The company 
invested Rs 321 lakh on Rand Din the year. 

M.UE STAR 

New Projects 

Blue Star, the diversified engineering 
company with focus on air-conditioning and 


refrigeration, has declared a dividend of 25 
per cent for 1993-94 against 13 per cent in 
the previous year. Net sales rose by 13 per 
cent, operating profit by 96 per cent and net 
profit by 46 per cent. The improved 
performance is being attributed to factors 
such as concentration on are as of competitive 
advantage like air-conditioning projects and 
marketing and servicing of sophisticated 
imported equipment. Unremunerativc 
activities including EPABX and allied 
products have been phased out. Declining 
interest rates and lower borrowing and strict 
control of operating cost helped in raising 
profits. 

The company signed an MOD with 
Comprimo BV of Netherlands to bid lor 
turnkey projects in the petrochemicals and 
refineries sector-CnmpnmoBVhax expertise 
in areas including onshore/offshore oil 
production, oil refinery, natural gas 
processing and transmission, gas treatment 
und sulphur recovery, petrochemicals, 
chemicals and polymers, energy and 
utility systems and oil and gas pipelines. 
The company has also entered the 
software export business. Blue Star is the 
market leader in central air-conditioning 
plants and has a technical tic-up with 
York of the US. The company launched 
cordless remote-control window air- 
conditioners in last December. The 
company's commercial equipment has a 
range of alliances. For its dry-cleaning 
machines it has a tie-up with Dontni 
International of Italy, with Ejnan Jensen 
of Denmark for feeder, folder and stickers 
and with Electrolux of Sweden for kitchen 


and laundry equipment. The medical 
equipment division sells Hitachi CT 
scanners and has maintained its leadership 
in the market. 

The company recently bagged the 
contract to erect an ammonium sulphate 
unit ai the Durgapur steel plant This 
contract, in association with Projects and 
Development India (PD1L), is to be 
implefnentcd on turnkey basis and SAIL 
is to fund iL The plant is scheduled to be 
commissioned by 1996 While Blue Star 
would look after fabrication and erection 
and planning and project management. 
PDIL would take care of detailed 
engineering work, design and supervision 
ol erection 

Blue Star i- also planning to set up a 
new greenfield plant for manufacture of 
window and spin air-conditioners at an 
estimated cost of Rs 30 crore. The 
company plans to impon technology for 
this and the plant is to be a highly auto¬ 
mated one that would manufacture 'top 
of ihe line' air-conditioners of I to 2.5 
tonne* capacity Die company currently 
produces 7.560 windows ACs and 
5.000 split ACs. For the new plant the 
company envisages a capacity of 25.000 
window ACs and 25.000 split ACs in 
the initial stage. Production at the new 
plam will commence from 1996 end. 
Some of the production is to be exported 
lo west Asia. 

An expenditure of Rs 4A lakh was 
incuircd by the company on its research 
anil development activities New product 
development, extension of the existing 
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Financial Indicators 

Ska 

KM 

BoaStar 

««-«- 

IIOMflK 

Jagatik 

Industries 

ITCClasric 

Finance 


March 

March 

March March 

March March 

March March 

March March 

t 

1994 

1993 

1994 1993 

1994 1993 

1994 1993 

•1994 1993 


hwrf^ Hte lte 


1 Net sales 

66174 

50113 

23701 

20924 

32874 

26747 

22938 

19770 

10391 

5154 

2 Value of production 

66174 

51161 

23676 

20898 

34976 

27182 

23163 

19970 

10391 

5154 

3 Other Income 

2400 

3760 

958 

887 

684 

453 

354 

390 

20 

464 

4 Total income 

68574 

54921 

24634 

21785 

35660 

27635 

23517 

20360 

10411 

5618 

5 Raw mate rial i/ilores and spares • 
consumed 

41954 

12463 

18080 

16424 

19973 

16686 

9331 

7736 

0 

0 

6 Other manufacturing expenses 

684 

19114 

133 

103 

957 

769 

4902 

4473 

0 

0 

7 Remuneration to employees 

8757 

8440 

2470 

2237 

4699 

.3335 

1271 

1159 

285 

161 

8 Other expenses 

8505 

7012 

2268 

2164 

5706 

3952 

4849 

4436 

2062 

748 

9 Operating profit 

8674 

7892 

1683 

857 

4325 

289.3 

3164 

2556 

8064 

4709 

10 Interest 

1504 

1969 

577 

614 

1556 

1622 

785 

808 

4680 

2561 

11 Gross profit 

6986 

5786 

1200 

708 

3171 

1.345 

2361 

1758 

3761 

2167 

12 Depreciation 

1743 

1200 

271 

256 

886 

814 

543 

433 

2032 

1413 

13 Profit before tax 

5243 

4586 

928 

451 

2279 

527 

1818 

1325 

1729 

754 

14 Tax provision 

2480 

2412 

324 

39 

1334 

228 

865 

680 

0 

0 

15 Profit after tax 

2763 

2174 

604 

412 

945 

299 

953 

645 

1729 

754 

16 Dividends 

1163 

727 

249 

164 

247 

192 

424 

234 

553 

260 

17 Retained profit 

1600 

1447 

355 

248 

698 

107 

529 

411 

1176 

494 

liabilities/assets 

18 Paid-up capita) 

2840 

2077 

995 

720 

1152 

958 

12)2 

1212 

1407 

1407 

19 Reserves and surplus 

21422 

10286 

3947 

2961 

12522 

10769 

I4.7H) 

3247 

18224 

4329 

20 Long term loans 

4399 

855 

1497 

1175 

5817 

5693 

.3263 

2429 

25817 

10308 

21 Short term loans 

6595 

12323 

246 

1912 

2186 

3191 

2216 

2648 

10910 

4255 

22 Of which bank borrowings 

6595 

9700 

46 

1189 

1938 

2959 

1833 

2332 

6891 

1937 

23 Gross fixed assets 

22257 

17418 

4106 

3911 

20960 

19006 

20640 

8404 

21129 

10008 

24 Accumulated depreciation 

11618 

10036 

1710 

1466 

5878 

4712 

4688 

3534 

5353 

3436 

25 Inventories 

18109 

16024 

3184 

3738 

7025 

4859 

3706 

.3500 

24706 

5645 

26 Total assets/liabilities 

65898 

50187 

14248 

14800 

27622 

24410 

25806 

13685 

94912 

22256 


27 Excise duty 

0 

0 

0 

0 

2236 

1844 

3695 

3947 

0 

0 

28 Gross value added 

16847 

15901 

4251 

4125 

9774 

6317 

4420 

.7781 

9166 

4534 

29 Total foreign exchange income 

9530 

6700 

1792 

1546 

3101 

1207 

1288 

649 

93 

4 

30 Total foreign exchange outgo 

8191 

3628 

2104 

1740 

3*548 

2569 

246 

164 

43' 

33 

Key financial and performance ratio* 

31 Ttirnover ratio (sales to total assets) (%) 

100.4 

99.9 

166.3 

141.4 

119.0 

109.6 

88.9 

144.5 

10.2 

23.2 

32 Saks to total net assets (%) 

187.7 

196.2 

354.5 

309.2 

151.7 

129.8 

109.2 

207.3 

18.4 

25.4 

33 Gross value added to gross fixed 
assets (%) 

75.7 

91.3 

103.5 

105.5 

46.6 

73.2 

21.4 

45.0 

43.4 

45.3 

34 Return on investment (gross profit 

to total assets) (%) 

10.6 

11.5 

8.4 

4.8 

11.5 

5.5 

9.1 

12.8 

3.7 

9.7 

35 Gross profit to sales (gross margin) (%) 

10.6 

11.5 

5.1 

3.4 

9.6 

5.0 

10.3 

8.9 

36.2 

42.0 

36 Operating profit to sales (%) 

13.1 • 

15.7 

7.1 

4.) 

13.2 

10.8 

13.8 

12.9 

77.6 

91.4 

37 Profit before tax to sales (%) 

7.9 

9.2 

. 3.9 

2.2 

6.9 

2.0 

7.9 

6.7 

16.6 

14.6 

38 Tax provision to profit before lax (%) 

47.3 

52.6 

34.9 

8.6 

58.5 

• 43.3 

47.6 

51.3 

0.0 

0.0 

39 Profit after tax to net worth 

(return on equity) (%) 

11.4 

17.6 

12.2 

11.2 

6.9 

2.5 

6.1 

14.5 

8.8 

13.1 

0 Dividend (It) 

45.00 

35.00 

25.00 

23.00 

25 00 

19.00 

35.00 

35.00 

4.7.00 

36.00 

1 Earning per share (Rs) 

9.73 

10.47 

6.07 

5.67 

8.20 

.7.12 

7.86 

5.32 

13.89 

5.94 

42 Book value per share (Rs) 

85.4 

59.5 

39.9 

38.0 

80.3 

74.6 

125.1 

33.8 

158.5 

45.3 

3 P/E ratio (based on latest and 

corresponding last year's price) 

52.4 

63.5 

25.5 

10.1 

39.0 

64 1 

7.9 

21.6 

15.1 

39.6 

44 Debt-equity ratio (adjusted for 

revaluation) (%) 

18.1 

6.9 

37.7 

43.3 

6Z9 

79.6 

21.5 

59.4 

131.5 

179.7 

45 Short term bank borrowings to 

inventories (%) 

36.4 

60.5 

1.4 

11.8 

27.6 

60.9 

49.5 

66.6 

27.9 

34.3 

"6 Sundry creditors to tawdry debtors (%) 

93.6 

89.8 

42.5 

fc.O 

113.4 

91.6 

61.6 

55.0 

24.2 

21.1 

J7 Total remuneration to employees 

to gross value added (%> 

52.0 

53.1 

58.1 

54.2 

48.1 

52.8 

28.8 

30.7 

3.) 

3.6 

48 Total remuneration to employees 

to value of production (%) 

13.2 

16.5 

10.4 

10.7 

13.4 

12.3 

5.5 

5.8 

2.7 

3.1 

9 Gross fixed assets formation (%) 

27.8 

15.4 

-4.7 

5.9 

14.2 


21.2 

- 

111.1 

50,4 

K) Growth in inventories (%) 

13.01 

12.77 

-14.82 

-6.74 

44.58 


5,89 

- 

337.66 

40.49 
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naj^sif product*. value ^ugbeering and 
product modification* wen Mine of (he 
activities undertaken in 1993-94. 

HOBCHST 

ExportAward 

Hoechst Indie, the German pharmaceuticals 
and chemical* multi national, ho* done well 
in 1993-94. Net sale* were up by 22 per cent 
(Re A1.27 crate), operating profit by 49 per 
cent (Rx 14.32 crate) and net profit by 216 
percent (R* 6.46 crore). Taxation wax higher 
by 485 per cent (Rs 11.06 crate) and 
depreciation by R per cent (R* 72 lakh), 
though interest charge* were marginally 
down by 4 per cent. Other income wax up 
by 50 per cent (R* 2.31 crate) and non¬ 
operating profit by-443 percent (Rx 3.28 
crore). A dividend of 25 per cent hax been 
declared. Export* were up by 158 per cent 
(Rx 19.02 crore). 

Consumption of raw materials to value 
of production declined by 4 percentage 
points in the year. Return on investment 
was up by 6 percentage points . Earning 
per share rose from Rs 3 in 1992-92 to 
Rs 8 in 1993-94. Short-term bank 
borrowing to inventories fell by 33 
percentage points. Export* to sales rose by 
5 percentage points. 

The domestic pharmaceutical business 
performed well. Among new products. 
Kabipur did exceedingly well, while 
KoUne did well in the anti-peptic ulcer 
market. Towards the end of the year the 
company launched Cardace. which it 
hopes will do well along with Renedil in 
the anti-hypertensive market. Aggressive 
marketing and improved availability of 
new materials increased sales of Hostathion. 
Arckm re-established itself ax the largest 
selling soprotuon brand. Hcxit, a house¬ 
hold insecticide, wax launched during 
the year and is said to be doing well. 
Sales of animal health products also did 
well in the year. The company received 
industrial licence* for manufacture of 
loxercin tablets, ibuprofen tablets, 
ramiprit substance and other pharma¬ 
ceutical products. The company incurred 
an expenditure of Rs 16.7 crore on 
expansion so as to double the capacity 
of it* agrochemicals plant in Ankleshwar 
for triazoplou* production. The company 
won. the Indo-Ocrman Chamber of 
Commerce award for outstanding export 
performance by an Indo-Gcrman joint 
venture in 1993. 

Hoechat invested R* 796 lakh on it* 
R and D activities in the 1993-94. The 
company has its research centre in Bombay 
when work an new leads in treatment 
cardiovascular, rheumatoid and metabolic 
disemes is going on. 


MOATjrriNDumffis 

Fresh Investment 

Incorporated is Jagstyit Distillery sod Allied 
Industrie* in 1944. the company' * name wax 
changed to Jagatjit Industries in 1967 and 
it has diversified into manufacture of glass 
and PET containers and snack food*, though 
distillery products and matted milk food 
account for about 80 per cent of its total 
turnover. The company ha* invested Rs 75 
crore in food and liquor, including on the 
setting up a Rs 20 crore gram-based alcohol 
plant in UP, with an annual capacity of 
10.000H L. The capacity of the existing unit 
at Hamira is also being doubled from 40.000 
H L per annum to80.000HL The company's 
products are predominantly grain-based with 
less dependence on molasses. In 1993 the 
government-decontrolled prices of molasses, 
following which prices skyrocketed from 
Rs 240 per mt to Rx 2,400 per mt. crippling 
the alcohol-based industry. The state 
governments also banned inter-state move¬ 
ment of molasses, which further worsened 
the situation. Moreover, the govemmenthas 
allowed the entry of international Scotch 
majors such as United Distillers. Seagrams 
and Grand Metropolitan in joint ventures 
with Indian companies. The company plans 
to export its beverages. It has entered into 
a 50:50joint venture, Hiram Walker (India), 
with Hiram Walker of UK and launched a 
brand of Scotch whisky in India. 

Sales went up by 16 per cent (R* 31.68 
crore). operating profit by 23 per cent 
(Rs 6.08 crore) and profit after lax by 47 
per cent (Rs 3.08 crore). Fall in other 
income and non-operating profit and 
increase in taxation and depreciation held 
margins down. Exports were up by 98 per 
ccnt(Kx 6.38 crore). Sales to exports ratio 
was up by 2 percentage points. Short-term 
loans were down by 16 per cent and bank 
borrowing by 21 per cent. A dividend of 
35 per cent was declared for the year. 
Return on investment fell by 3 percentage 
points. EPS rose to Rs 7 in 1993-94 from 
Rs 5 crore in 1992-93. 

rrc classic finance 

New Ventures 

Originally Classic Finance. ITC Classic 
Finance is* premier non-hanking financial 
institution. It has offices in Bombay. 
Bangalore, Calcutta. Delhi, Hyderabad, 
^Madras and Dubai. The company has done 
well in 1993-94. Turnover was up by 101 
per cent (Rs 52.37 crore), operating profit 
by 71 per cent (Rs 33.55 crore) and net 
profit by 129 per cent (Rs 9.75 crore). Fat) 
in other income by Rs 4.44 crore was offset 


byinat-irora^^iptmrtmgpexAbyR* 3.58 
crore. Dcprecisuon was higher by 43 per 
centand interest charges by 82 per cent The 
co mpan y declared a dividend of43 per cent 
for 1993-94 against 36 per cent in the 
previous year. Debt-equity ratio has fallen 
in the pest three yean. Earning per shaee rose 
from Rs 5 in 1992-93 to Rs 13 m 1993-94. 
Net value added increased from 53 per cent 
in 1991 -92 to 60 per cent in 1992-93 and 
68 per cent in 1993-94. Return on investment 
fell from 11 per cent in 1991-92 to 9 per 
cent in 1992-93 and 3 per ceot in 1993-94. 
ITC Classic Finance and Thread Needle 
Asset Management, tbc investment arm of 
BAT Industries, launched a joint venture to 
introduce a series of asset management 
products. A new company is to be act up 
for financing bousing and real estate 
development. With its high net worth, the 
company is able to undertake profitable 
underwriting business and is also enhancing 
its borrowing capacity and financial 
flexibility. As fur corporate finance.it intend* 
to coot i nue doing domestic placementsThe 
company expects to strengthen its capital 
market operations by entering share and 
slock broking. It has received sanction from 
SEBI for launching amutna) fond. Its Dubai 
branch continued to provide value added 
investment advisory services along with 
specialised consultancy services to both 
locals and NR! s in Dubai. Its also continues 
to extend comprehensive facilities tolndian 
companies to market their equity issues to 
NRIs. The company has two subsidiaries, 
Claxsic Credit and CWsic Stare and Stock 
Broking Services. 
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CURRENT STATISTICS 


W*M««rcfc fm& 


The general Index at Industrial production (1910-91=100) raw by 1.7 par ceM during Aptil-Novearber 1994, Vstth nsMOfacturiaj showing the 
highew rtaa of 9.2 par cent Within tnnaufactinia*, dw iharpew growth ha* ufcM place ia capital good* (24.7 pec ceat), followed by Mannar 
durable* (10.4 per coat). Among (be major group*, electrical macfaiaery and appliance* race by 31.4 per ceat aad traaiport cquipawat aad part* 
by 13.5 par ceat Aaoag iafnutnicture industries, crada petrol e um rcee by 19.# per ceat, electricity by 1.9 per ceat. foitiHaer* by 10 to 47 per ceat 
aad cement by 1.4 per ceat. 

Macroeconomic Indicators 


ladaxNaaabow af Wfcalaeala 
Pricer (19*1-82=100) 


All Commodities 
Primary Article* ' 

Food Article* 

Non-Food Article* 

FW, Power, Light aad Lubricaat* 
Manufactured Product* 

Food Product* 

Food Index (computed) 

All Coramoditie* (Average Batd*) 
(April-March IS. 1995) 


Code*Using lattices 


Industrial Worker* (1982=100) 

Urban Non-Man En*> (1984-85=100) 
Agn Lab (July 60 to June 61=100) 


Maaay aad B a aM a g (K* crate) 


Weight* Mar 18, 
1995 






1993-94 1992-93 1991-92 1990-91 


Latett Previous 1994-95 1993-94 


100.0 


-01 

10.0 


9.9 

10.7 

10.8 

72) 

135 

12.1 

32.3 

2935 

35 

134 

114 

135 

115 

11.5 

3.0 

15.3 

17.1 

17 4 

316.5 

-1.1 

12.9 

4.3 

12.9 

44 

4.4 

54 

20.9 

18.9 

10.1 

323.9 

-0.9 

15.8 

24.7 

15.6 

24.7 

24.9 

-14 

8.1 

195 

10.7 

2814 

0.0 

15 

13.1 

15 

13.1 

13.1 

155 

135 

144 

57.0 

279.0 

0.3 

9.9 

9.9 

9.8 

9.8 

9.9 

7.9 

12.6 

8.9 

10.1 

27U 

-1.5 

7.7 

12.3 

7.6 

125 

125 

6.8 

105 

135 

27.5 

299.9 

-15 

HI 

6.9 

11.1 

7.0 

72) 

5.X 

17.1 

16.9 

100.0 

2745 


10.8 

85 

10.8 

85 

8.3 

10.1 

13.7 

105 


Latest _ 

Month Over 
Month 


289' 0.3 

240 11 0.0 

1292' -0.4 


Mar 3. _ 

1995 Over _ 
Month 


1993-94 1992-93 1991-92 1990-91 


Latest Prevtoua 1994-95 1993-94 


9.9 

9.1 

8.2 

85 

9.9 

6.1 

13.9 

13.6 

8.6 

7.8 

8.1 

7.8 

- 

6.8 

13.6 

13.4 

10.8 

9.4 

10.0 

10.7 

11.6 

0.7 

21.9 

16.6 


Fiscal Year So Far 
1994-95 1991-94 


Money Supply CM.) 505272 

Cunvncy with nihlic 100581 

Deposits with Bank* 402311 

Nei Baak Credit to flow Sector 218620 

Bank Oedd Hi Comnvl Sector 275889 

Net Foreign Exchange Assets 71727 

Reserve Money (March 10. 1995) 173761 

Net RBI Ctedilio Centre 99740 

Scheduled Commercial Banks (March 17. 1995) 
Depoail* 365969 

Advances 201696 

Non-Food Advance* 188542 

Investment* 147899 


Mr* Number* af Indaatrinl Weight* Nov 

Pm dw rl lea (1980-81=100) 1994 


2382 (0.5) 
2573 (2.6) 
2335 (0.6) 
1392(0.6) 
3679 <1.3) 
1082(1.5) 
8352 (4.8) 
3028 (3.0) 


71706(16.5) 
18383(22.4) 
53471 (15.3) 
14834 (7.3) 
38686(16.3) 
18000(33.5) 
35139(25.3) 
2957(3.1) 


63467 (17.3) 
14249 (20.9) 
47280(15.9) 
30395(17.2) 
14322 (65) 
24105(96.6) 
26024 (23.5) 
4053 (4.2) 


2988 (0.8) 50837(16.1) 45935(17.1) 

4796(2.4) 37278(22.7) 11212(7.4) 

5294(2.8) 35031(22.8) 6668(4.6) 

-457 (-a3) 15376 (J 1.6) 25955 (24.6) 


66741 ( 
13925 
51601 (17.4) 
27548(15.6) 
17068 (7.8) 
2*775 (15.3) 
27843 (25.1) 
263 (0.3) 

46560 (17.3) 
12436 (8.2) 
8272 (5.7) 
26867 (25.4) 


49344(15.5) 
7175(11.7) 
41741 (16.3) 
17975(11.4) 
32141 (17.1) 
3726(17.6) 
11274(11.3) 
4257 (4.6) 


51653 09.4) 
8050 (15.2) 
43392 (20.5) 
18070 02.9) 
16225 (9.4) 
10645 (100.6) 
11726 024) 
5904 (6.7) 


37814(16.4) 38216(19.8) 

26390(21.0) 9291 (8.0) 

24317(201) 9127(8.2) 

15460 0 7.1) 15131 (20.2) 



General Index 
Mining aad Quarrying 
Manufacturing 
Electricity 


BSE Sensitive Index (1978-79=100) 

3472 

(-9.5) 

3498 

3136 

(59.2) 

3261 

4604 

2037 

4286 

3779 

(65.7) 

2281 

(-46.8) 

4215 

(266.9) 

National Index (1983-84=100) 

1691 

(-95) 

1700 

1868 

(744) 

1606 

2176 

934 

2050 

1830 

(79.2) 

1021 

(-41.1) 

1968 

(234.1) 

Feretgw Trade 

Jaa 

1995 

Ctamtaliva | 

1994-95 


iLLacSoEi 

1993-94 

L 1993-94 


1992-93 

1991-92 ’ 

1990-91 


Exports: R* crore 
US Sum 
Imports; R* crore 
USSmn 

Non-POL US Sam 
Balnea of Trade: R* craw 
US Sam 


7979 654S2 0 7.3) 55825(33.2) 69547(29.5) 

2543 20*71 07.3) 17790(214) 22173(19.6) 

7434 71248(23.6) 57649 004) 72806 04.9) 

2369 22708(23.6) 18380(07) 23212(6.1) 

1896 1*034(31.9) 13671 0.9) 17456 006) 

545 -5764 -1*24 * -3259 

174 ’ -1837 -590 -1039 


53688(21.9) 44042(35.3) 
18537(3.8) 17866 f-l.S) 
63375(314) 47851008) 
21882 02.7) 19411 (-194) 
15782 02.3) 14047 (-212) 
-9617 -3809 

-3345 -1543 


32553 0 7.6) 
18143(9.1) 
43193 (22.0) 
24073 (13.2) 
18045(3.1) 
-10640 
-5930 


(excluding gold) 


R* crere 

U 


M*r24, Mar25. Mar31. ___ j(*rtHtoiOTtf . , —... , --- 

1995 1994 1994 Mouth Year Karat Yew So ftr 1993-94 1992-93 1991-92 1990-91 

Ago Ago 1994-95 1993-94 


6315443 472762) 47626.0 1504* 158780 1552*21 270800 27430 5385 10223 -1383 
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flStohHUMAwr^ 

d—hktohw Weight* 

owaiuioo) 

Nov 

1994 

Nov Apr-Nov Apr-Nov 
1993 1994-95 1993-94 

1993-94 1992-93 

1991-92 

8 

i 

mm 

i 

** 

Baric iadurirtor 394.11 


266.3 

239.1 

2494 

239.3 

2424 

232.9 

226.9 

213.1 

1994 



(»M) 

CM) 

(41) 

(74) 

(44) 

04) 

(6 S) 

(6.9) 

04) 

Capital food* Industrie* 164.27 


309.2 

250.7 

281.3 

2311 

2531 

2685 

2664 

291.7 

2514 



(23.3) 

(-34) 

04.7) 

(-7.8) 

(-54) 

(-0.1) 

(-85) 

(164) 

(217) 

latemadiau good* industries 203.07 


210.7 

199.0 

209.0 

198.7 

203.0 

1824 

1731 

1764 

1664 



(3.9) 

(6.2) 

(51) 

(9.7) 

(111) 

(54) 

(-81) 

(44) 

(4D 

Consumer good* industries 236.4* 


222.6 

197.4 

203.1 

1884 

1974 

194.3 

1904 

169.0 

1774 



(12-8) 

(89) 

(74) 

(3.5) 

(1.7) 

(14) 

(1.0) 

(6.7) 

(6-5) 

Costumer durable* 23 JO 


396.0 

344.1 

3784 

342.9 

3664 

3174 

3204 

359.7 

3254 



(15.1) 

(4.0) 

(104) 

(12.7) 

(154) 

(-0.9) 

(-10.9) 

(10.7) 

04) 

Ccaamariot-hnMw 210.9* 


201.6 

179.7 

181.9 

169.7 

1774 

1794 

175.1 

166.1 

159.1 



(18?) 

(86) 

(71) 

(1.5) 

(-1.1) 

(5.1) 

(44) 

(3.7) 

(74) 

Oraagato Into Nwtm 











nfMtoiMTinM»f 











20-21 Pood product* 3.33 


207.8 

169.4 

129.7 

121.7 

1584 

175.0 

176.5 

1694 

150.9 



(2-7) 

(8.9) 

(64) i 

-11.0) 

(-9.4) 

(-04) 

(3.9) 

(185) 

(14) 

22 Beverage*, tobacco and 1J7 


114.3 

107.2 

1294 

1244 

137.9 

113.7 

1071 

1044 

1034 

tobacco product* 


(6.6) 

(5.4) 

(4.5) 

(124) 

01-3) 

(6 xn 

0-4) 

(17) 

(116) 

23 Cnttoe textile* 12.31 


153.3 

151.4 

154.7 

153.3 

154.4 

150.1 

139.0 

1264 

1183 



(M) 

(1.7) 

(0.9) 

(44) 

0-9) 

(64) 

(96) 

(187) 

(4D 

23 lute, hemp aad menu textile* 2.00 


110.3 

107.5 

85.8 

102.1 

101.1 

87 j0 

904 

1014 

974 



06) 

O0.4) 

-180) 

00.3) 

(I6D 

(-41) 

(-ia6) 

(4.3) 

(-44) 

26 Textile product* (Incl wearing 0.82 


70.8 

79.0 

78.2 

704 

734 

754 

971 

1031 

151.7 

apparel other than footwear) 


-10.4) 

(1.7) 

(10.8) 

(-9.8) 

(-2.9) 

(-22.0) 

(-5.6) 

(-380) 

(134) 

27 Wood and wood product*. 0.43 


194.9 

201.7 

193.4 

173.0 

1904 

190.3 

1851 

1971 

1764 

Aniture aad fixture* 


(-3.4) 

(16,9) 

(II.S) 

(4.9) 

(0.3) 

04) 

(-6.1) 

(180) 

(83) 

28 Paper and paper product* aad 











printing, publishing and 3.24 


257.2 

227.8 

242.8 

218.5 

2244 

210.9 

203.0 

19*4 

1115 

allied Industrie* 


(12.9) 

(10.5) 

(III) 

(3.8) 

(64) 

(3.9) 

05) 

(9.1) 

(80) 

29 Leather, leather and fur 0.49 


185.9 

187.4 

2094 

200.5 

1991 

187.7 

181.3 

194.3 

1683 

product* (except repair) 


(-04) 

(-3.3) 

(44) 

(11.1) 

(6.1) 

(3.5) 

(-6.7) 

OD 

(6D 

30 Rubber. plastic, petroleum and 4.U0 


178.6 

161.0 

1934 

175.9 

177.2 

1754 

172.1 

1744 

173.5 

coal product* 


110.9) 

(-9.0) 

(10.2) 

(11) 

(0.9) 

O0) 

(-11) 

(0.3) 

an 

31 Chemical* and chemical 











product* except petroleum 12.31 


339.4 

302.4 

320.2 

291.5 

297.4 

276.9 

2611 

254.1 

2474 

and coal product* 


(12.2) 

(6.0) 

(94) 

(73) 

04) 

(6.0) 

06) 

(24) 

(44) 

32 Non-metallic mioeral product* 3.00 


223.4 

197.3 

223-3 

2095 

215.1 

2094 

2051 

193.1 

1694 



(13.2) 

(-0.1) 

(64) 

(14.2) 

0.9) 

(1.9) 

(6.3) 

(1-7) 

09) 

33 Haste mewl rod alloy Industrie* 9.80 


190.3 

173.3 

113.5 

1734 

1774 

1684 

167.9 

1564 

143.7 

* 


(9.8) 

(0.2) 

(5.7) 

(82) 

(5-3) 

(0.3) 

(5.7) 

(105) 

(-04) 

34 Metal product* aad part* 











except machinery aad 2.29 


150.1 

125.1 

1386 

1254 

I27J 

125.1 

133.1 

143.1 

1424 

tnniptto equipmenl 


(20.0) 

(0.6) 

(10.2) 

(-an 

(1.9) 

(-6.0) 

(-7.0) 

(0.4) 

(64) 

33 Machinery, machine tool* 





% 






and pari* except electrical 6.24 


177.9 

191.3 

180.1 

180.3 

186.7 

160.9 

163J 

1689 

171.9 

machinery 


(-7.0) 

(1.3) 

(-0.1) 

(3J) 

(31) 

(-1-3) 

M-f) 

(87) 

487) 

36 Electrical machinery, apparent* 3.78 


613.3 

438.6 

532.1 

405.0 

4501 

4821 

493.7 

5634 

4998 

and appliance* 


(39.8) 

(-4.8) 

(314) 

-11.4) 

(-6.8) 

(-2.1) 

(-184) 

(87) 

01.9) 

37 Tranrport equipment and part* 6.39 


229.4 

210.2 

221.9 

195.5 

2124 

2004 

191.1 

1985 

161.1 



(9.1) 

(0.2) 

(13.5) 

(4.0) 

(4.0) 

(50) 

(-0.7) 

(83) 

(54) 

38 Other manufacturing induatrie* 0.90 


283.1 

234.4 

252.2 

2616 

262-9 

2*0.7 

269.9 

3214 

3382 



(20.8) 

(-14.5) 

(-6.1) 

(-id 

(-4-3) 

(44) 

(-181) 

(-3-4) 

(94) 

Total manufacturing 77.11 


242.3 

213.0 

2281 

2091 

205.5 

2104 

2082 

2074 

1907 



(134) 

0-5) 

(91) 

(34) 

05) 

OD 

(-04) 

(941) 

(64) 

Carr Industrie* 




Cu—latiutfor 






Unit January 

Variation Over 

Bacal Year So Par 





1993 

Mouth Ywu 

1994-95 

1993-94 

1993-94 

1992-93 

1991-92 

1 Coal MaTa 

23.6 

a 5(2.0) 0X18) 

196.6(3.0) 

190.9(4.3) 

246(3.4) 

236(3.9) 

22X83) 

Elactricilyjeneraliau Ma Kwh 31203 

-569(-l.8) 2454(8.5) 289073(89) 

266120(7.0) 323323(74) 

300169(3.0) 2*6700(83) 

Crude patroieum 000 ton* 

28.3 

-04(-1.4) 5.2(22.3) 

267.209.6) 

223.X-1.6) 

27013(0.3) 

2694J(-11D 3W4X-6D 

Petroleum product* 000 ion* 

45.6 

-l.7(-3.6) -87(-5.6) 

469.1(34) 

452.4(04) 

54344(1.6) 

53467(10.6) 46330(-04) 

Salaahla riael (main plant*) (XX) lou* 

427 

289(23.4) 111(84) 

1293X78) 

1I999(-8S) 

11961(3-7) 

1133X186) 10S76(-t.I) 

C#MNrt IaUmoak 

544 

-ft 21-04) 84(13 J) 

5083(84) 

4689(82) 

3763X86) 

54M0(-i5) 

57160(86| 

FotUherefN) OOOtou* 

734 

2(0-3) 81(12.4) 

658*(K».4) 

S966(-X8) 

TOM-OX) 

7431(11) 

7300(4-4) 

FertHtaer* (PO) OOOtou* 

204 

KTX4) -X-3.3) 

2065(464) 

1407(-28Z) 18)0(-21.m 

229X-105) 

2360(289) 


Mmm: 0) Syn c ri pl wtnl teotet raoarh to whk* flgwn w hi n . • g, mpa^ripi 1 am* far M). (U) Fi gure * to knetoto mepmemtoga awfcltov 
over Kwpmiodapacified or ov«r tot ooaparabia parted eftoapravwuayaar. (to) —.—an* — aetohMi 
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MONEY MARKET REVIEW 


BTW 




Saving Shortage: Ominous Portent 

Just when there was need for rates of interest on government debt and 
commercial sector borrowing to he moderated, there is taking place 
a stiffening of rates. Reflecting the shortage of domestic saving, this will 
have Us impact on both the level of economic activity and the external 
balance, besides worsening the government’s debt burden 


Policy Events 

MARCH wn marked by several significant 
announcements - the central budget and the 
government’s borrowing programme, 
guidelines for the enlistment of primary 
dealers in government securities, the 
introduction by RBI of the auction system 
as an additional tool in its armoury of open 
market operations and one-time relaxation 
of the requirement of maintaining the daily 
average CRR for the first 13 days of the 
reporting fortnight from 85 per cent to 50 
per cent for the fortnight beginning April 1. 
While the steadfast pursuit by the aulhorit ies 
of institution and instrument development in 
the money market is beginning tohuve some 
impact on narrowing the amplitude of 
fluctuations in money market rales, the 
process of unwinding from (he distortions 
of earlier policies, including the forced pace 
of financial sector changes, remains 
incomplete. The externally-infected liquidity 
through portfolio inflows created a situat ton 
of liquidity ahundancc. giving an artificial 
impressionoflargedoinestic financial savings 
when in fact financial savings as well as 
overall domestic saving ratios have tended 
to decline. Secondly, there are some signs 
of disintermediation giving rise to a relatively 
more severe shortage of resources with hanks. 
Thirdly, ol the financial resources diverted 
in favour of the non-hank intermediates, a 
relatively higher proportion has heen 
absorbed in secondary capital markets, thus 
accentuating the shortage of short-term as 
well as long-term primary capital required 
for productive sectors. As it is. die cranmcrcutl 
hanks as well as the UTI are stuck with their 
asset portfolios which lliey cannot unwind 
because of their falling asset prices. Finally, 
as a result of these factors, just the time when 
the rates of interest on government debt as 
well as commercial sector borrowings are 
required to he moderated, there has arisen 
a situation «>f stiffening of the rales. Apan 
from furtherdeterioretion in the government'' 
debt burden, the impending shortage of 
domuuc savings and the increase in rates 
of interest may impinge on both the process 
of economic recovery and the external 
balance. 

Budget mi Bomrwwxs 

As per the revised estimates for 1994-95. 
total borrowings of the central government. 


consisting of (a) regular market borrowings, 
(b) ‘other medium- and long-term loans' 
which mean zero coupon bonds, partially 
paid stock and conversion of treasury bills, 
and (c) 364-day treasury bills as short-term 
borrowings areestimated at Rs 24.040crore, 
thus falling short of the target of Rs 26,700 
crone by Rs 2,660 crore. As a result of the 
stiffening of the short-term rates of interest, 
short-term borrowings effected through 364- 
day treasury bills aggregated only Rs 3,340 
crore against the target of Rs 12.000 crore. 
Therefore, undcrlhe short-term category, the 
budget for 1995-96 {daces a target of only 
Rs 4.387 crore but it is perforce made to 
budget for a borrowing of Rs 19.000 crore 
under other medium and long-term loans’ 
as there are over Rs 12.000 crore 364-day 
treasury bills which would mature. 

Apart from the government's own 
borrowing requirements, the budget has 
placed a target of Rs 8.354crore to be raised 
by the public sector undertakings (PSUs) 
during 1995-96 as against (he revised 
estimates of Rs 7.234 crore and reported 
actual borrowing of only about Rs 3.000 
crore (gross) during 1994-95. Furthermore, 
besides the disinvestment target of Rs 7.000 
crore for (Ik government holdings of PSU 
equities against the actual achievement of 
only about Rs3.200crore in 1994-95. a large 
nuinbcrof banks, public financial institution* 
and iron-financial companies have lined up 
for raising fresh capital from the market in 
1995-96. All of these are likely to impose 
a tremendous pressure on the money and 
capital matkcis in the ensuing months. Tbe 
strain on the Centre's budgetary resources 
will be all the more severe because mkcepmg 
with the agreement with the central bank, the 
government has reduced tbe conventional 
budget deficit from Rs 6,000 crore in 1994- 


Primary Dealert 

Tbe announcement by tbe RBI on March 
29 of guidelines for the conferment of the 
status of primary dealers in the governm en t 
securities market is a tandmwk in the process 
of institution development in the Indian 
money market. Patterned on the system of 
primary dealers in the US. the guidelines 
specify that institutions eligible to apply 
would be subsidiaries of banks and financial 
institutions aa well as companies registered 
under the Companies Act dedicated 
predominantly to the securities business and, 
in particular, to tbe government securities 
market. In the US. of 38 designated primary 
dealers. 14 operate as departments of 
commercial banks and tbe remaining 24 are 
non-bank institutions. Apart from the net 
owned fund* of Rs 50 crore each and 
prescribed minimum capital standards on 
risk-weighted asset*, the primary dealers 
should have standing commitment* with the 
RBI on minimum bids and success ratios in 
bids as well as on underwriting in government 
paper auctions, on firm two-way quotes and 
on certain annual turnover. Some issues may 
■rise in implementing the guidelines such as 
whether the two-way quotes could be for 
new securities only or whether they should 
cover all outstanding securities. 

Open Market Operations 

Tbe liquidity crunch at the shod end has 
been rendering thoopcu market operations 
of the Reserve Bank in recent months an 
unsuccessful exercise as the market refused 
to buy government paper despite the fairly 
sttracti ve rates of return offered by (hcccmni 
hank. Perhaps with nearly Rs 29.000 ante 
worth of securities that backs currently hold 
in excess of SLR and with the fear of 
depreciation of their portfolio looming large 
following the steady firming upetf (be interest 
rates, the banks in particciarhaue refined to 
add to their in vcw meat portfolio Banks have 
generally not been replacing the ae cu rilie s 
they bad redeemed. Between the cad of 
December and March 17. the government 
security holdings of beaks have fallen from 
Rs 1.19.723 crore to Rs 1.16.290 crons, a 
reduction of Rs 3.423 crore. On the other 
hand, banks’ credit portfolio ha* galloped 
during the period. 


95 to R* 5.000 crore for 1995-96. 


Tame 1: DaU v Uiotatwks <» Hxtm *» L<ws m P%m Carr P* Asmw 
Si un s Statictkai Chasa c t hims* 


All five 

Weeks 

March 1995 Week Ended 

All Hve 
Weeks rd 

February 1995 Week Ended 

of March 3l(RF) 

24 l7(RFf 

10 

3<RF) February 

24 

!7(Rf3 

10 

wi 

Mean 1341 

Standard 

13.75 

16.35 

12.68 

15.10 

10.45 13.17 

1423 

17.44 

13.75 

S.54 

Deviation 4.17 
CosfficMMof 

4.94 

1.49 

4.83 

Mi 

2.80 8.64 

1.10 

1513 

1.97 

2.04 

(per cent) 3020 

53.93 

9.11 

3809 

9.34 

26.79 63.07 

7.73 

867$ 

1445 

3773 


* For weak ended March 16 as March 17 was a Itattdqr in Bombay. 
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Okath A: Daily Quotation* on Htotu and Lows os Cali. Money Rate*. 
Fibruaey 1995 and March 1995 



Woridm Day* 


The first attempt by Ibe central bank during 
the month to absorb liquidity wss on March 
11 when it offered the 12 per cent 1999 
security for sale at a price of Rs98.46(YTM 
12.49 per cent). The market response to the 
offer wan lukewarm with lexis than R* 6 crorc 
worth of sale effected in three transaction* 
spread over maw weeks of the month. 
Whereupon, the RBI offered for the first time 
to conduct its open market operation on an 
auction basis, with the first such auction 
being bold in the same 12 per cent 1999stock 
for R*200acre on March 27, but the Reserve 
Bank rejected all the 29 bids received under 
it for a total of Rs 98 crurc. Reportedly the 
market had quoted in therangcof 13-14/14.5 
per cent as effective yield in the auction. 

Tbe higher rates would have caused further 
siaeabfe depreciation in (he existing portfolio 
of banks, sod with the financial year coming 
to an end. banks would not have been able 
to bear the losses, flb an extent the RBI and 
the government are caught in a dilemma of 
their own making; tbey cannot take tbekown 
dociarod policy objective to its logical end 
by pursuing aggressive open market 
operations even in the face of high inflation. 
Instead of curbing inflation as inflation has 
stung struc tu ra li st character, such a policy 
will hurt mote the growth process as well 
as the budgetary calculations. 

Devaluation Fears in Foreign 
Exchange Market 

Pre-budget fears and speculation of 
possible rupee devaluation, shortage of 


foreign currency liquidity due to year-end 
demand and some supply bottlenecks, 
sizeable depreciation of the rupee, and wide 
buy-sell spread for the US dollar, have 
characterised the foreign exchange 
operations duting March. The continuous 
heavy dollar bids since February 22. 
particularly by SB1 on behalf of IOC and 
diamond trade, virtually drained the market 
of dollars: this coupled with reduced 
remittances from (be Gulf due to Id holiday 
resulted in the depreciation of the rupee to 
Rs 31.52 on March 2. The pre-budget 
speculation that the rupee would be 
devalued lo correct for the differential 
inflation rates and its appreciation in real 
effective terms, made importers jittery and 
scramble for dollars, while exporters were 


, reluctant to part with their dollar earning* 
{or the lima being. Ifae market was tho 
expecting the implementation of the 
Sodbaai Committee report which is reported 
to have recommended inter alia that, 
exporters be allowed to retain 100 per cent 
of their export realisation* in foreign 
exchange. Besides, Fils sought to repatriate 
their sale proceeds. Though there was an 
official denial of the devaluation rumour, 
a day prior to the budget on March 14, the 
hectic buying of dollar by corporates and 
importers pushed the inter-bank dollar rate 
to Rs 32.15 in the initial hours of trading, 
though subsequently exporters quickly 
sought to sell dollars and book profits and 
the rupec-dollar rate closed the day at Rs 
31.81/84. For a while, the market was 
destabilised and highly volatile which was 
reflected for a while in the buy-sell spread 
for spot dollar shooting up to 20 paisc as 
against the normal 2 to 3 paisu. The market 
also saw some other unhealthy practices 
like the banks, taking advantage of the 
RBI’s permission for overnight exposure 
limit of S 5 million (Rs l5crore), preferring 
heavy dollar position during the early part 
of a day. thereby creating an artificial 
shortage and then selling dollars to book 
profit*. Apparently the RB 1 has carried out 
spot audit of some foreign banks to find 
out if such transactions were genuinely 
trade-related. It has also been reported that 
the banks arc charging the corporates extra 
margin on extension of forward contracts 
on the pretext that the new RBI guidelines 
forbid such extension (though the RBI has 
only banned the roll-over of forward 
contracts at historical rules for more than 
six months). 

Hie unsettled conditions in the forex 
market were corrected soon after the budget, 
particularly as a result of the market 
realisation that the authorities were anxious 
to provide an imugc of stability for the 


Tabu 3: RBI's RjyuttoiAM- (REPO) Auctions 


(Amount in rupees, note) 


Dale of 
Auction 

Repo Period 
taNouf 

Days 

_ggs 

No 

Tendered 

Face Value 
(Amouat) 

_lid 

No 

is Accepted 

Face Value 
(Amount) 

I'ui-olT Repo 
Yield Rate 
(Per Cent! 

1994 

Feh4 

14 

39 

2612 

15 

1317 

620 

Feb 1* 

14 

15 

742 

9 

477 

6.20 

Mar 4 

14 

47 

2169 

II 

822 

5.75 

Mar IS 

14 

16 

906 

9 

*15 

5.75 

Mar 31 

12 

13 

1166 

6 

96(1 

5.90 

1995 

Feb 3 

Mar 

14 

No repos 

I 

5 


All refueled 



TAaLe2:CAi i Money Rj#w 


(Pet rent per annum) 


Weekly range 13.00-1.00 1650-1LOO 

Wsefceed (Friday) 13.00-1.00 1&00-11.00 

Weekly wmftned average aa 15 JO 

DfHl iradiag rates (raage) aa 1350-17.00 


17.00-1.00 1350-17.50 1350-1.00 1125-15.50 225-40.00 1050-16.75 023-16.00 

1.00-16.00 16JO-I7.50 9.00-1.00 1225 025-1.00 1050-11.50 025-3.00 

1141 I4J9 I0M 14.11 16.49 1326 10.93 

16.00-9.00 1650-14.00 1350-7.00 1350-15.25 31.00-13.75 15.75-105 15.25-3,00 
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Oral* B: AhAumomd Daily Cash/Sot Pumu m fmmnuxm* 
pm th* US Dollar * rm OoMpmc firrtR-B anr Marmt 


OrawC: Ammaumid Daily 6-Mouth Forward Puma mBmomtaob* 
wtiR US Dollar m ths Oouamc ImtRr-Bamk Marut 
u 


January 1995 


February 1995 


Working Day* 

Gram D: Cirr-Ow Yields or 91-Day and 364-Day Treasury Bit i s 
(Primary Aurnota). Ann I993 toMar«ii 1995 


364-Day Treasury Bills 


Workiag Days 

( ikahi H: Yiat n Curve* k* 364-Day T seas'tty Bills and GOI 
Swnamt'- Wehihth> Averaoerw Marth 1995 


364-Day Bills 
(Last maturity oa Oa 95) 


91-Day Treasury Bills 





Dales of Auctions 

exchange rale and thus dispel any similarity 
with the Mexican situation. The second 
half of the month did not see any usual 
month “end and year-end skirmishc s. Do! I or 
supplies also improved following fresh 
export proceeds, in ward remittances from 
the Gulf and some inflow of portfolio 
investment hy the Fils. Thus, the earlier 
fall of the rupee were essentially due io 
technical factors rather than due to any 
fundamental changes in the scenario. This 
was reflected in two basic facts: first, the 
rupee-dollar rate sallied down to around R* 
31.45/SO a dollar towards the month end: 
and the six-month annualised premia for 
the forward dollar had not gone beyond A 
to 7 per cent even during the most unsettled 


Period to Mammy is Ascending Order 


period of the mid-March. During the last 
10 days of the month, of course, with an 
import friendly budget and enhanced 
demand from importers, the six-month 
annualised forward premia for the dollar 
stiffened to a range of 7.40 per cent to 8 .20 
per cent. For a day or two when the inter- 
hank call money rates reached 17 to 18 per 
cent durtag the last week, swap deals of 
financial institutions pushed up the six- 
month forward premia to the hipest level 
of • JO per cent (Graphs A and B). Urn 
RBI's reference rate, based on the noon 
rate of a few select hanks in Bombay, 
which touched the peak of Rs 31.96 per 
US doUaron March 7. steaddy fell thereafter 
to reach Ra 31.50 oa March 31. 


11 

Cal Money BrtravW 

By the standards of the Indian money 
m a ri oc t. Mrtvhsa woatsidcrahlyhi m v n ha il i iy 
in the inter-bunk overnight money market, 
though the rates as such gcocraly rated 
above a threshold level of I2p tr c ent (Table 
I andGr^hCVOmirary toteewsuaiaeweriag 
for CRR by hanks pnor to the reporting 
Friday. March 3 expc r tencndc aBrmacpantng 
higher at 9 per cent dec to last attonte 
borrowi n g. The rate, however, softened to 
chiae at *3 per cent. A* dm next repotting 
fortnight ending March 17 was ihate by 
two day*, the flirt day of the reporting 
fortnight (March 4) and the reporting Rhfoy 


xonnmfc and Pbiitical Weekly April 8.1995 







Guam F: YiiU) Cuavs* po» 364-Day TuasoxyB iu* and GtAMtO: Yield Ciatvw rot Dated GO l Saciamis 

Datio Sacmmes - Weighted Avbxaob ro« the a»*> State Oovt S»OJ»mM-WBOHTi» AvjduoI 
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itself (March 17) being holidays, the call 
money marlret experienced increased pressure 
with stiffening of tbe rate* ranging from 13.5 
per cent to 18 per cent. The hardening of call 
late* during March 8-13. was due to the 
absence of UTI ax a major lender which 
together with SBI ’s borrowing from the call 
market created a psychological panic among 
the banker* who rushed together to borrow. 
Des pite s ubstantial repo facilities of DFHI 
and STC1. call money rate opened at a higher 
rate of 17 per cent on March 11 mainly 
because of the absence of FIs due to their 
holiday on Saturday: there was also a major 
outgo of about Rs 5,000crore ax advance tax 
obligation on Match 15. The call money 
rales, however, started easing from March 14 
as almoxt^Ll banks had covered their CRR 
positions. However, on March 16, call 
money rate experienced high volatility and 
large intra-day spread, ranging from 16 per 
cent to I per cent. The next day being a 
holiday due to Holi in northern India and 
Bombay, banks in these centres entered 
into deals with south-based banks to reverse 
the next day (Friday) their borrowings done 
on this day (Thursday) so as to reduce their 
base DTL for the next fortnight's CRR 
purposes. 

The last reporting fortnight of the month 
whose reporting Friday coincided with the 
last day of the financial year (March 31) 
witneasod a persistence of the high call ratea 
due to tax payments drying up liquidity, 
intervening holidays, the high call ratea 
charged by needy set-up private banks who 
mobilised year-end deposits and turned 
lender*, sharp declines in the prices of 
gov e rnm en t securities pr e venting sale, and 
hankers’ expectation* of anotfier round of 
treasury bilks conversion a* the last Rs 2.000 
crore con v ersion* exercise had evoked poor 
response. On fee closing day (March 31), the 
call rates, ope ning at 13 per cent, plunged 
to one per cent at the end (Table 2). 


RBI Injection of Funds 

In recent months, the RBI has been showing 
greater sensitivity to any excessive heating 
up of the money market and injecting 
incremental liquidity on occasions through 
rcpoorrcfinancc arrangements with the DFHI 
and STC1 who in turn offer repo facilities 
to hanks. Thus, total funds lent by STCI 
against government securities during Mutch 
were worth Rs 1.500crore. Similar facilities 
were offered by DFHI against treasury bills. 

RBI's Repo Auctions 

No repo auctions have been held since the 
middle of February. The Reserve Bank has 
been holding fortnightly auctions of 
government securities from itx own portfolio 
as a tool to even out liquidity in the money 
market since early 1993. Given the pressure 
on the short-term liquidity and with the 
introduction of 85 percent CRR maintenance 
by banks, the abandoning of 14-day repos 
by the Reserve Bank seemed the right 
response. In fact the repos had been attracting 
thin response since January last with one hid 
received on an average and the RBI rejecting 
even that each time (Table 3). 

in 

KM’* Auctions 

91-Day Treasury Bills 

In five auctions of 91 -day treasury bills, 
the government raised Rs 250 crore during 
Match. Of Rs 44-50 crore receded through 
the bids from the market in all the five 
auctions, only Rs 19 crore were acc epte d: 
the rest of Rs 231 cnee were subscribed by 
two txm-competitive bidders, presumably 
state governm en ts (Table 4). The cut-off 
price fell and thereby tbe yields on this paper 
rose steadily in each auction, from Rs 97.18 
or 11.61 per cent m the fust auction to Rs 


97.09 or 11.99 per cent in the auction 
conducted on March 31. Despite good 
responseof the non-competitive bidders who 
bid fora total Rx430crorc. the Reserve Bank 
kept tbe amount of the auctions notified 
constant at Rs 50 crore each. 

364-Day Treasury Bills 

In the three auctions conducted for 364- 
day treasury bills also. Rs 19crore only were 
raised against tbe bid amount ol Rs 42.50 
crore. The yield hud to be steadily improved 
trom 11.73 per cent in the beginning of the 
month to 11 .‘M per cent towards the end ol 
tlie month (Graph D). In contrast, during the 
same period last year, the government was 
able to raise Rs 3.000 crore through these 
instruments (Table 5). 

IV 

Market Innovations in 
Primary Issues 

The liquidity strain in the money market 
is producing interesting innovations in raising 
capital by the corporates, financial institutions 
and PSUs. including the poorly rated stale 
electricity hoards (SEBs). The inicr-corptvatc 
deposit (ICD) market, which is unregulated 
anil generally unsecured, has become active 
and two of the issuers have gut their ICD* 
rated from credit rating agencies: it is hoped 
that once the stamp duty and other legal 
hurdles are resolved, the ICD* may become 
tradable. Secondly, with the delinking of CP 
from (be cash credit system and with the 
authorities disapproving of standby and 
underwriting or revolving underwriting 
facilities (RUFs) for CP. a company b** 
discovered a new instrument called auction 
rate note (ARN) to raise medium-term 
resources without disturbing its cash credit 
arrangement with banks. Thirdly, the financial 
insti tutioM (FIs) and PSUs. whichhavo been 
raising funds through private plaecmani* of 
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bond* and which cun Dot issue bond* at a 
discount. have been disguising such issues 
with adequate incentive offers in the form 
of up-front commitment fees. Fourthly, 
organisations, which ollterwise suffer from 
low credit rating such os the state electricity 
board* (SF.B*), have thought of accessing the 
money market thniugh structured obligations 
t SOs t: they have approached (hecredil rating 
agencies to help the former structure their 
caslt flows and repayment mechanism which 
are most secure and thus earn a lop grade 
rating. Finally, it is lound that scheduled 
commercial hunks have begun to get their 
certificatest if deposit (CDs) rated from credit 
rating agencies so as to access funds from 
PSUs which have been instructed to park 
their excess funds only in instruments with 
the highest ruling. 

Inter-Corporate Deposit (ICDl Market 

Recent credit rationing by banks combined 
with poor performance and cancellation of 
public issues, deferment of F.uro issues and 
res (mints on external commercial horn nvings 
(KCBs) hus provided an impetus to die inter¬ 
corporate deposits (ICDs) market where 
interest rales have also shot up from 13-18 
per cent to 19-26 per cent Reports suggest 
that with virtually no lenders, some of the 
companies like Vidcocon have found it 
difficult to borrow even at 40 per cent. 

In an interesting innovative development, 
government-owned IBF decided to tap the 
ICDmurkct (othc extent of RsXOcrorc with 
a credit rating This was followed by the 
ICICI Securities and Finance (1-Sec) with a 
planned mega flotation of Rs 1.000 crore to 


ounpany has now defaulted. The default wilt 
certainly affect the hanks concerned. 

Auction Rated Not* 

A private company (Bharat Forge) has 
devised a structured obligation with 
'AA'rnting for Rs 20 crore. Tne 36-month 
ARN has. unlike the CP. no roll-over option 
at the end of every 90 days nor has it any 
underwriting facility. The ARN is auctioned 
at the end of the 90-day period at a spread 
of 400 basis points over the benchmark, 
namely, the 91-day treasury bill as quoted 
in the weekly auctions: if the yield is not 
attractive the investor could exit from the 
instrument or in turn hid for higher yields 
depending on the market perception. 

Commercial Paper (CPI 

After delinking CP from the cash credit 
limit, liie level of outstanding CP fell 
significantly Irom Rs 3.264 crore as at (he 
end ol March 1994 and Rs 4.311.05 crore 
at the end of August 1994. to Rs 1.393.25 
crore a* on February 15. 1995. 

PSU Bonds 

As a lall-oul of the tight money market 
regime, the PSUs and financial institutions 
had to raise the yields offered on theirhonds. 
The IFCI approached the market again in a 
matter ot about a month with an issue of 


Rs 250crore which offered a rate of 14.5 per 
cent with a front-end incentive of 20 basis 
points for subscriptions of over Rs I crore. 
The earlier issue which was privately placed 
in February offered a rate of 12.75 per cent 
with an implicit yield of 13 per cent. 

Structured Obligations 

An interestingly novel instrument that has 
surfaced in the money market is a structured 
obligation (SO) floated in the form of a 
privately placed non-convertible bond by the 
Rajasthan State hlectricity Board for Rs 250 
crore at an attractive 14.5 per cent rate of 
interest. In the .SO mechanism, rating isdecid- 
ed in advance and the credit rating agency 
chooses the specific cash flowof (be borrower, 
ensures that such cash flows are deposited 
in a separate account, which then are used 
to service the obligations of interest and prin¬ 
cipal repayment. SF.B* are apparently evin¬ 
cing interest ai this instrument as it helps them 
command ahighcr credit rating even though 
their own credit rating is generally poor. 

Certificates of Deposit (CD) 

There have been some interesting 
developments in the CDs market in the recent 
period. First, several hanks have raised funds 
at 14 per cent through CDs which implies 
on effective cost of 16 per cent or so after 
taking into account CRR requirements 


Tabi fc 5' Ais-rioss of JM Dav 'I ittssi *y Bn I s 


t Amount m tupees. rrorrt 


I>alc ol 
Auction 


No 


BkL< Xcafenl. 


Face Value 
<Amount I 


Bids Accented 


No 


Face Value 
(Amount) 


Cin-oii Cut-off 
Pm— Yield Kale 

(Rupees) (PerCem) 


ICDs have been rated P1 + by CRISIL. 

Incidentally, the controversy over the M 

S Slmes public issue has not overtly affected 
the money market as yet. However, the 
company had horrowed as much as Rs 90 
ciore in the ICD market and hud also availed 
of Rs 200 crore worth of bridge loans from 
the bunking system. On hoth counts the 

1994 

Mar 2 
Mar ire 
Mar AO 

1995 

Mar 3 
Mar 15 
Mar 29 

162 

139 

49 

II 

16 

8 

4668.05 

5147.00 

1114.00 

13.00 

21.00 

8.85 

47 

14 

16 

5 

6 

3 

1163.05 90-55 

1100.00 90.93 

717.(8) 90.9A 

7.00 89.50 

8.00 89.41 

4 00 89.3 3 

10.44 

9.97 

9.97 

11.73 

1IJt4 

11 94 

Tabi i 4- 

Aii 'toss•»9| -DayTsf-am *y Bills 


r Amount m nepers rr<»r« 

Daicol 

Auction 

Notified 

Bats Tendered 

Bids Accented 

Subscription 
Devolved 
on RBI 
(Amount) 

Cut-off On-off 
Pnce in Yield Rale 
(Rupees) (Pertenli 

Amount < hrtsundime i Rupees )<* 

Amount 

(Rupees) 

No 

Face Value No 

(Amount) 

Face Value 
(Amount) 

Tola) 

With 

RBI 

Ouuidr 

RBI 

1994 












Mar 4 

400 

53 

IM7 

7 

400 

0.00 

98.08 

7.83 

4350.00 

589 no 

3761.18) 

II 

500 

53 

1930 

1 

500 

0.00 

98.17 

7.46 

4650.00 

589.00 

4061.00 

Mar 18 

700 

49 

2169 

17 

700 

0.(8) 

9826 

7.08 

5i5aon 

589.181 

4561(8) 

Mar 25 

900 

24 

913 

17 

884 

16.00 

98.20 

7.33 

5X50.00 

604 00 

524500 

Mar 31 

500 

12 

595 

II 

518) 

0.(8) 

98.17 

7.46 

6050.00 

605.00 

5445.00 

1995 












Mar A 

50 

to 

17 

5 

8 

(MX) 

97.18 

11.62 

94600 

147.25 

798.75 



(2) 

(100) 

(2) 

(42) 







Mar 10 

50 

10 

15 

5 

h 

o.no 

97.15 

11.73 

89600 

107.50 

7*8.50 



(21 

(130) 

(21 

(441 







Mar (6 

50 

X 

65 

X 

2 

0.00 

97.(A 

11.82 

846.00 

67 *0 

77850 



(2) 

(IOO» 

(2) 

<48! 







Mar 24 

so 

8 

6 

2 

1 

0.00 

97.11 

II 90 

79600 

67.50 

728 50 



(2) 

(100) 

(2) 

(49) 







Mar 31 

50 

6 

5 

l 

1 

0.(8) 

97.09 

11.99 

746 on 

6750 

678 50 



ID 

(50) 

ID 

(49) 








figures in brackets represent numbers and amount* of non-competitive bids stash are not metuded tn the renal 
“ Outstanding area orris are estimated for all weeks of March 1995. 
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Armitxx Tabis: Sktinoary Monsy Maxjcet OreiATK**: RBI's SGI. Data 

. (A m o un t innpt**, crnft) 


Pescnptiofi* 


31 

Week ending March 1995: Yield to Mamrity on Actual Trading 

24 17 10 



Total for the month 
ot 


Amt 

YTM 

CY 

An* 

YTM 

Amt 

YTM 

Amt 

YTM Amt 

YTM 

CY 

Amt 

YTM 

CY 

1 Treasury BHb 

A 91-day bills 

50.00 

13.41 


10.00 

12.03 



15.00 

1231 



75.00 

13.01 


i) Feb 25.1995 

- 

- 


10.00 

12.03 

- 

- 

15.00 

1231 

- 


25.00 

12.20 


ii) Apr03,1995 

- 

- 


- 

- 

- 

* 

- 

- 

- 


- 

• 


lit) Apr 22,1995 

50.00 

13.41 


- 

- 

- 

- 

- 

- 

- 


50.00 

13.41 


B 364-Day Bilb * 

150.10 

13.75 


274.44 

13.02 

147.60 

13.06 217.H0 

1330 176.64 

13.66 


966.58 

1339 


i) Mar 03.1995 

- 



- 

- 

* 


- 

- 15.12 

23.54 


15.12 

23.54 


ii) Mar 17,1995 

- 

- 


- 

- 

28J0 

12.11 

30.30 

12.75 89.51 

12.13 


148.31 

12.25 


iii) Apr 03,1995 

33JO 

16.76 


40.00 

13J2 

- 

- 

- 

• 

- 


73 JO 

15.00 


iv) Apr 14.1995 

22.10 

11.91 


55.00 

12.39 

0.70 

15.07 

- 

- 

- 


77.80 

12.28 


v) Apr 28.1995 

24.00 

13.06 


93.00 

12.93 

92.50 

13.24 

131.50 

1335 62.00 

13.49 


403.00 

1330 


vi) May 12,1995 

10.85 

12.97 


25.25 

13.44 

- 

- 

- 

- 10.00 

13.46 


46.10 

1333 


vii) May 26.1995 

10.00 

13.46 


- 

- 

- 

- 

- 

- 

- 


10.00 

13.46 


viii) Jun 06.1995 

. 

- 


. 

- 

- 

- 

10.00 

13.09 

- 


10.00 

13.09 


ix) Aug 04.1995 

- 

* 


- 

- 

- 

- 

5.00 

13.44 

- 


5.00 

13.44 


X) Aug 18.1995 

- 

- 


35.00 

13.08 

0.50 

12.72 

20.00 

1329 

- 


55.50 

13.15 


XihSept 01,1995 

14.70 

12.23 


26.19 

13.37 

25.40 

13.42 

21.00 

13.43 0.01 

1.6* 


87.30 

1331 


xii)Oct 13.1995 

20.00 

13.38 


- 



- 

- 

. 

- 


20.00 

13.38 


Xiii) Oa 27.1995 

14.95 

13.55 


. 

- 

- 

- 

- 

• 

- 


14.95 

13.55 


2 GOI Dated Securities 
A Cooveited 
(PerCent: Year) 

280.04 

12.07 

12.05 

60.49 

12.36 

50.00 

12.32 

49.19 

12.93 151.00 

12.86 

12.32 

590.72 

12.40 

12.19 

i) 12.00.1995 

255.04 

12.00 

12.01 

35.00 

12.04 

40.00 

12.18 

14.00 

12.65 95.00 

12.73 

12.06 

439.04 

1230 

12.02 

ii) 12.75,1996 

10.00 

12.63 

12.74 

19.04 

12.75 

10.00 

12.88 

25.19 

13.03 50.00 

13.11 

12.80 

114.23 

12.97 

12.78 

iii) 12.00.1999 

5.00 

12J0 

12-19 

. 

. 

- 

. 

10.00 

13.09 


- 

15.00 

12.89 

12.34 

iv) 11.75.2001 

10.00 

13.04 

12.43 

6.45 

12.99 

. 

- 

. 

- 6.00 

12.95 

12.39 

22.45 

13.00 

12.41 

B Regular 
(PerCeat: Year) 

200.03 

13.22 

12.81 

38.00 

1338 

47.00 

13.30 

10.00 

13.78 



295.03 

13.26 

1232 

i) 10.50.1996 

a 

. 

- 

25.00 

13.66 

30.00 

13.73 

10.00 

13.78 



65.00 

13.71 

10.87 

ii) 6.00.1998 

0.01 

6.00 

6.00 

- 


* 

- 





0.01 

6.00 

6.00 

iii) 6.50.2000 

0.00 

6.50 

6.50 

- 

. 

. 

. 





0.00 

6.50 

6.50 

iv) 11.64,2000 

. 

. 

. 

5.00 

12.76 

7.00 

12.76 





12.00 

12.76 

12.16 

v) 6 JO. 2002 

0.01 

6.50 

650 

. 

a 

. 

. 

- 




0.01 

6.50 

6.50 

vi) 11.55.2002IN1 

- 

- 

- 

2.00 

12.71 

2.50 

12.70 





4.50 

12.70 

1233 

vii) 11.55.2002IN2 

- 

- 

- 

2.00 

12JI 

2.50 

12.49 





4.50 

12.50 

1233 

viii) 11.55.2002IN3 

- 

- 

- 

2.00 

12.30 

2.50 

12.29 





4.50 

1239 

1233 

ix) 11.55,2002IN4 

- 

- 

- 

2.00 

12.11 

2.50 

12.10 





4.50 

12.10 

12.23 

x) 5.75.2003 

0.01 

5.75 

5.75 

- 

- 

- 

- 





0.01 

5.75 

5.75 

xi) 11.30,2004 

100.00 

13.01 

12.45 

. 

. 

. 

- 





100.00 

13.01 

12.45 

xii) 6JO. 2005 

0.00 

6.50 

6.50 

. 

. 

a 

. 





0.00 

6.50 

6.50 

xiii) 11.50,2011 

100.00 

13.43 

13.17 

- 

- 

- 

- 





100.00 

13.43 

13.17 

(A+B)* 

480.07 

12.55 

12.37 

98.49 

12.72 

97.00 

12.80 

59.19 

13.08 151.00 

12.86 

12.32 

885.75 

12.68 

1233 

C Zero coupon (Per Cent: Year) 
i) 0.00, 1999 5.00 

13.76 

11.41 






- 35.00 

13.32 

11.34 

40.00 

13.38 

1135 

D RBI's Open Market Operations (Per Cent: Year) 
i) 12.00. 1999 0.80 12.49 12.19 0.06 

12.49 







0.86 

12.49 

12.19 

ii) 11.50.2006 

10.00 

13.01 

12.61 

. 


. 

- 

- 

- 



10.00 

13.01 

12.61 

iii) Zero coupon 2000 

5.00 

13.12 

12.73 

- 


- 

- 

50.00 

12.99 



55.00 

13.00 

12.73 

(A+B+C+D) 

500.87 

12.57 

12.37 

9*J5 

12.72 

97.00 

12.80 

109.19 

13.04 186.00 

12.95 

12.13 

991.61 

12.73 

1233 

3BEPO# 

1422.00 

- 

- 

2495.06 


314.06 

-3169.00 

-1009.70 



8409.82 



i) 364-day T bill 

523.00 

- 

. 

1016.00 


*5.00 

-1530.50 

- 247.50 



3402.00 



iii) Govt securities (Per Cent: Year) 

12.00.1995 5.00 


254.00 




254.00 

- 170.00 



683.00 



12.75.1996 

384.00 

- 

- 

625.06 


79.06 


869.00 

- 422.20 



2379.32 



1100.1999 

* 

- 

- 

163.00 


150.00 


224.00 

- 



537.00 



12.50,2004 

450.00 

- 

- 

407.00 




261.50 

- 50.00 



1168.50 



Zero coupon 1999 

- 

- 

• 






- 120.00 



120.00 



Zero coupon'2000 

60.00 

- 

- 

30.00 


. 


30.00 

- 



120.00 



9 Excluding RBI’s 14-day repos 

4 State G*vt Securities 2139 

12.35 

1239 

13.76 

12.30 

4.30 

11.86 

11.07 

11.80 7.20 

12.05 

12.16 

57.62 

12.16 

12.13 

5 Grand total (vehane) 

2144.27 


2*91.81 


562.96 

3522.06 

_1 - — 

1379.54 


10500.63 




(-) means so trading YTM * Yield (o maturity m per ceM per annum CY a Current yield in per cent per annum 
* Yield rates of theae sub-group* of TBS and dated securities have been used for (he graph*. 

Mu#*; (1) Yield* dr wngtoed yield*, weighted by the amount* of each traoiectkw. 

(2) Current yield ha* W beea worked out for I ternary Mb. 

<3| Graphs E, FaodG exclude 5 fraction*! deal* of about Rs 3 lakh out of R* *13.75 awe ii law yielding Ceattal Govt Srcurrtie* became of 
theu quirk yield me*. , 
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Taw h 6: tin mnowtor NaIiouai Stock ):iirHANoe(NSB)niMN>i Makth 1995 


4 


iescripwr* 


31 


Week ending March: Amount in Crore of Rupees 

24 _17_ 

10 



3_ 



Order 

Actual Order 

Actual 

Traded 

Amount 

Order Actual 

Order 

Actual 

Tended 

Amount 

Order Actual 


Buy 

Sell 

inaea - 

Amount Buy 

Sell 

Buy 

Sell Amnual 

Buy 

Sell , 

Buy 

Sell Amount 

i Treasury bill* 
i) 91-day bills 

20.00 

20.00 

20.00 






_ 

. 


— 



24.00 

ii) 164-day hills 

45.27 

55.27 

35.27 

101.00 

151.00 

91.(X) 

74.00 

64.00 

49.00 

70.00 

161.00 

70.00 

29.00 

34.00 

Sub-total: Traded value 

65.27 

75.27 

55.27 

101.00 

151.00 

91.00 

74.00 

64.00 

49.00 

70.00 

161.00 

70.00 

29.00 

34.00 

24-00 

! Med securities 

A GO! securities 
i) Converted 

230.06 

360.00 

1*5.00 

94.00 

164.00 

39.00 

95.00 

130.00 

60.00 

49.00 

99.00 

39.00 

131.00 

121.00 

91.00 

ii) Regular 

- 

- 

- 

0.20 

5520 

0.20 

22.00 

32.00 

22.00 

- 

504)0 

- 

- 

- 

~ 

iii) Zero coupon 

- 

- 

- 

25.00 

5.00 

5.00 

- 

- 

- 

- 


* 

10.00 

10.00 

10.00 

B State govts stocks 

6.24 

11.24 

6.24 

7.34 

*.34 

7.34 

0.60 

0.60 

0.50 

- 

1.50 

- 

4.92 

12.42 

4.92 

Sub-total: Traded value 

216.30 

371.24 

191.24 

126.54 

232.54 

51.54 

117.60 

162.60 

*2.50 

49.00 

150.50 

39.00 

145.92 

143.42 

105.92 

l PSU bonds 
i) Tax free 

5.08 

101.0* 

4.27 

5.62 

15.62 

5.62 

3.00 

3.00 

3.00 

4.00 

1.14 

1.14 

11.00 

15.00 

9.50 

li) Taxable 

5.13 

5.13 

s.n 

1*65 

*6.45 

*45 

I9.S9 

94.89 

14.89 

11.10 

120.10 

5.10 

9.01 

104.01 

5.01 

Sub-total: Traded value 

10.21 

106.21 

9.40 

2427 

102.07 

14.07 

22.89 

97.89 

17.89 

15.10 

121.24 

6.24 

20.01 

119.01 

1461 

l Commercial papa? 

- 

- 

- 

20.00 

20.00 

20.00 

1.00 

1.00 

1.00 

5.00 

5.00 

5.00 

3.00 

3.00 

3.00 

t Debenture* 

- 

- 

- 

- 

- 

- 

- 

- 

- 

1.43 

f.43 

1.43 

- 

- 

- 

i Certificates of deposit 

- 

- 

- 

- 

30.(X) 

_ 

20.00 

30.00 

20.00 

37.00 

77.00 

37.00 

6.00 

6.00 

6.00 

7 ID=IB (institutional bonds) 

- 

- 

14.04 

19.04 

14.04 

5.25 

2525 

5.25 

0.25 

0.25 

0.25 

2.00 

2.00 

2.00 

Grand total (volume) 

311.7* 

552.72 

255.91 

2*5 .*< 

554.65 

190.65 

240.74 

3*0.74 17564 

177.7* 

516.42 

158.92 

205.93 

307.43 

155/43 


-I No trading 


Therefore, it is reported that the RBI has 
advised hanks to reduce their dependence on 
CDs. As per the official data, outstandings 
of CDs. which were at Rs 9.801 crore as on 
March 19. 199.1 and which fell to Rs 5.57) 
ciore as on March 18. 1994. have stood at 
Rs 5.185 crore (by 44 hanks at 7.5 to 12.5 
percent interest ratcias on January 8.1995. 
Secondly, in the meantime, banks have 
approached credit rating agencicsto get their 
CDs rated, though unlike a CP. rating is not 
mandatory forCDs. This has hecnesscnlially 
necessitated by the requirement that cash 
rich PSUs coukl park their funds only in 
instruments with the highest rating by one 
ot the recognised rating agencies. Thirdly, 
a noticeable development has been the 
issuance of a mega CD of Rs 2.500 crore 
by the IDBI for a long -term maturity of three 
years: the issue has been kept on tap. 

V 

Secondary Market Developments 

Government Paper: Outrixhl Sales 

A signifileant number of transactions were 
recorded throughout the month in SGI. 
accounts of banks, the data for which is now 
released by the Reserve Bank on a daily basts 
i Appendix Table). Largely all the scrips - 
government dated securities, state 
government loans and treasury bills - were 
active in the secondary market. Amongst 
each category, however, there were some 
favourites which accounted for a majority of 
transactions in the category. In the 
government dated securities, for instance, 
the moat active scrips were the 12 per cent 
1995 stock. 12.75 percent 1996 stock, zero 
coupon bonds 1999 and 2000.11.75 percent 
2001. 11.55 per cent partly-paid security 
maturing in 2002, and an occasional 11.30 
2004 and 11.50 2001 were active, The last 


two. however, were sold for a huge sum of 
Rs HR) crore each at yield of 13.0412 and 
11.4291. respectively. Sale of zero coupon 
honds represented at par selling to RBI. 

The metami vphosis faced with acute selling 
pressure on the above securities is reflected 
in the losses experienced by them in their 
market prices during the past few months: 
12.75 per cent 1996 from Rs 101 18 in 
October 1994 to Rs 99.97 in March 1995: 

12 per cent 1999 from Rs 10.1.90 to Rs96.60; 
and zero coupon bond from Rs 63.8.1 to 
Rs 60.50. All these are newly-issued secu¬ 
rities and have serious implications for the 
balance sheet of hanks. 

The favourite treasury bills for outright 
sales were .164 day bills with a maturity range 
of March to.September. There was nooutright 
.>aleorrepoinarketlor91 day paper although 
it was occasionally sold outright for small 
amounts (Rs 20-30 crore) This feature trend 
was also noticed in primary auctions 
conducted by the RBI. The unpopularity of 
the 91 -day paper discs not augur well for the 
government as this short term self-1 iquidating 
instrument would come very handy to the 
government in filling up short-term resource 
gaps, particularly in the context of phasing 
out ad hoc treasury bills. Significantly, the 
yields on .164 day hills and 91-day bills 
converged in the range of 12.5 to 13.5 per 
cent in the secondary market ax it has been 
roughly so in the primary market (see 
Graph D). 

Repo Deals 

A significantly large number of repurchase 
transactions in permitted securities were 
recorded (Appendix Table). Notably, large 
amount* were transacted through repo deals 
in both, the government dated securities and 
364-day treasury bills - on the day prior to 
each reporting Friday and the day after the 
reporting Friday It could he sunnined from 


this that banks preferred to buy 14-day 
liquidity by selling their gilt-edged paper 
with a repurchase option prior to reporting 
Fridays, inter-bank borrowing*on reporting 
Fridays being liable toxtatutety pre-emptions. 
Another reason for such large-scale repos 
could also represent the operations of DFHJ 
and STCI which act as channels far the 
central hank to inject liquidity in the market 
to cool it and which have helped to ward off 
selling pressures on bunks' government 
security holdings. Both the kinds of treasury 
hills and the fourconvetted securities totalling 
over Rs 40.000 crore constitute the repo 
market in government security. 

Yield Curve 

With the emergence of repo facilities for 
a sizeable amount of treasury bills and 
converted securities, any distress sale of the 
gilt-edged paper was unbK»vnduring March. 
As a result, the yicM curve, which was getting 
inverted in the previous month*, became 
somewhat flattened during (he month 
(Graphs E. F and G). 

NSE Operations 

Data on NSE operations for Fcbtuay and 
Match indicate that the selling pressures on 
dated government securities, as reflected tn 
the excess of buy orders over sell orders, 
began receding in the last week of February 
and continued till the fact week of March. 
By then the actual trading volume on the 
NSE has also fallen. The telling pr essu r es 
persisted in the subsequent three weeks of 
March hut the trading volume in government 
paper did not i mp r o ve. Trading ia other 
mstnuneots like PSU bond*. CP and CD ha* 
always constituted less than 10 per cent of 
the total volume cf trading imNSE(Tabic 6), 

(The statosicai uNes for das note hare bsaa 
compiled by V P Pnumthl 


bconomic and Political Weekly April 8.1995 


0 


7*1 




COMMENTARY 


NEW DELHI 


to honour. It in a matter of satisfaction 
Indian democracy has not allowed so-ct 


Economic 4 Reform ’amidst Political Ihrmoil undertaken by the Government without 


undertaken by the government without 
sanction of parliament, loprevailovernatii 


The rout in the Karnataka and Andhra Pradesh elections had brought 
to the surface the large cracks in the Congress. AJter the defeats in 
Gujarat, Maharashtra and Bihar they are now widening and Irecanting 
irreparable. Meanwhile, the so-called economic reform programme is 
falling apart. _ . _ 

THERE was an uncanny silence in the Meanwhile, the so-called economic reform 

political arena for a brief while after the programme is falling opart. The government’* 
results of the second round of assembly failure to obtain tile approval of the Kajya 
elections, in Maharashtra and Gujaratamong Sahha for (he patents act amendment bill has 

other states, were announced. The Bihar important implications. How far the prime 
elections were kept apart from this round by minister will be able to retain the confidence 

chief election commissioner Sesban. of foreign investors and still make a hid In 
allegedly in connivance with the prime win the coming parliamentary elections has 
minister. However, the Congress party and becomeIhctmpoiluntqucstionfortheruling 
the prime minister did not find much party. He may actually find himself ditched 
consolation in (his round even after the hy both the foreign investors and the Indian 
unexpected victory in Orissa. The party was electorate. Nurasimha Kao had. after Conning 

stunned by the defeat in Maharashtra. The his government in mid-1991. embarked on 
BJP has reason to rejoice, but it kept its cool a course which marked a break with die 

and has since embarked on preparations for erstwhile national consensus on economic 
the Lok .Sabha elections and j serious bid policies, hut he failed to promote a new 
for power at the centre The Janata Dal was consensus behind his policies. The admirers 
subdued after the setback in Orissa, hut its of the so-called market-oriented economic 
subsequent triumph in Bihar has restored to reforms arc now clamouring for 'heller 
it a firm place in the political-electoral set- packaging' of the reforms. The big business 
up. The political 'troika' now taking shape interests and their professional hangers-on. 
for the Lok Sabha elections consists ot the who have profited in a big way from the 
Congress, the BJP and the JD-Lcft alliance. privatisalionand globalisation policies, have 
though the Congress which has ruled at the a large stake in the preservation and 
centre continuously for nearly five decades. enlargement of their gains. They may not lie 
except for two brief interruptions, is visibly loo keen any longer to underwrite Narasimha 

fading as a potent political force. Rat) as prime minister because he is clearly 

Between now and the elections to Lok unable to deliver the political goods. Rao’s 
Sabha. the political hattlc-lincs arc likely to populist gestures in the budget for 1995-9b 
be drawn and redrawn in many ways. After have not won (he expected kudos, 
a brief respite turmoil has revived in the When it hurried to ratify the GATT treaty 

Congress party in the wake of die second andcommittcd itself to the WTO discipline, 

round of assembly elections. The rout in the government enterlnined the fond hope 
Karnataka and Andhra had brought to the thatdlis would reinforce its oft-repeated claim 
surface the first big cracks in the Congress, of the irreversibility of the new economic 
After the defeat in Gujarat Maharashtra and policies. It moved with notable energy to 
Bihar tlicy are widening and becoming amend the relevant Indian laws, regulations 
irreparable. While Narasknha Kao and the andadministrativeprocedurestobringlhem 
faction he leads have become vulnerable, the in conform ity with the obligations under the 
rival factions have yet to acquire any GATTlrcalyandWTOrules.Spccinlpriority 
significant political identity and credibility, was given to the amendment of the patents 
The key question before their leaders is law. The government actually promulgated 
whether they should opt for a split in the an ordinance for the purpose, not bothering 
party rightaway or make a bid for a take over that its political position was weakening so 
of the party at the appropriate time. It is fast that it would not be able to secure (lie 
significant that N 0 Ti wan has resigned from approval of parliament for replacement ot 
the Congress Working Committee, but A K the ordinance by a regular act of parliament. 
Antony has become die chief minister of The government has landed ils*lf madifficult 
Kerala replacing Karunakaran. Those who situation. Whilcthcreislamcnlingovcmmenl 
have questioned the leadershipof Narasimha circles and in xeetions of (he media that the 
Rao continue to assert their credentials as leftist parties and the BJP have allegedly 
Congressmen even after die party president joined hands over this issue and refuted to 
has expelled liiem. Hit his part Narasimha honour the so-called 'international ohligu- 
Kao has found it expedient to become (ions' of the government, the fact is that the 
circumspect and not be too aggressive in government undertook commitments which, 
dealing with the dissidents. it sJmukJ have known, it would not he able 


The cou|ition of developed countries 
by Hie US. has worked in concert to imf 
an onerous regime on the develof 
countries. What are called Irade-rch 
intellectual property rights and investn 
measures together with trade in servi 
without any provision for labour mobi 
uim at the penetration of the domestic mar 
of third world countries by inanufacti 
goods, capital ami services from thedevck 
countries by placing invidious restrict! 
on scientific and business enterprise: 
third world countries und strangulating 
domestic efforts of these countries to ochi 
optimal utilisation of their resources 
skill endowments for development, 
status of equality’ with domestic busii 
for transnational corporations has 
reaching implications. 

Tltcre is now a desperate attempt 
Narasimha Rao and his clique to push i 
issues ill socio-economic development 
the background. This is being done in 
name of insulating the so-called econo 
reform programme from polit 
uncertainties. It is argued that even the 
parties should be exercised over the lb 
to secular democracy posed by the B IF 
allied forces and should not carry t 
opposition to the economic reforms i 
point where they in effect help the bid ol 
BJP and its allies for power at the eer 

This line of reasoning is likely to j 
strength if the left parties still show any t 
in the so-called secular credentials of 
Congress. Then they may he. once ag 
lured into bailing out the Congress in a a 
and playing second fiddle to it in a m 
fight against anti-secular forces. 

Political stability cannot now retun 
India except on an altogether new hi 
Popular sentiment as well as public inle 
require a total rejection of politic* wl 
have undermined social cohesion. *clf-rel 
economic development and max* well 
The question of offering a credible 
forward-looking alternative tothcCong 
government has assumed great urgei 
Those who have so tar dreaded ano 
general election and attempted to hold f 
as far as possible the democratic impera 
of renewal of the popular mandate for 
government have actually undermined t 
own position in the polity ami marginal 
themselves. The glib talk about the pe< 
being tired of elections was clearly wn 
The people luive shown their cagcnte* 
intervene in the political process by vo 
in strength in the assembly elections." 
it is the BJP. oml not the left parties, wl 
has raised the demand for elections to 
la* Sahha without waiting livtiKcomple 
of the present parliament’s full term *h 
the lack of political initiative and energ; 
the part of the leaderships ol the left par 
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Assembly Elections in Maharashtra 

Realignment of Forces 

('.opal Guru 

The BJP-Shiv Sena victory was brought about by a small increase in 
the proportion of voles polled, showing that there was a complex 
realignment <f forces across the regions. 


THE results of the recent assembly ejections 
in Maharashtra have revealed a complex 
political reality which makes a coherent 
understanding of Maharashtra politics 
difficult, if not impossible. In Ibenceleclions. 
the voters have not given u clear mandate 
to uny single party, instead, they seem to 
have voted selectively. This rather discrete 
looking voting makes it necessary to go into 
certain issues. Was the vote a vote agumst 
the Maratha hegemony (hat was mediated 
through the Congress und its ideology of 
secularism and liberalism’’ If one buys this 
kind of argument, as some arc. then one will 
have to logically accept the thesis that the 
Hindutva ideology put the BJP-Shtv Sena 
combine into power. It also pre-supposes 
(hat the combine look its ideological agenda 
seriously for the mobilisation of 
Maharashtra's electorate. To unravel these 
issues one will have to examine both, the 
ideological intentions of these two inu|or 
forces and their elceloral politics. We arc 
interested in raising these questions only to 
delineate the nature of Maharashtra politics 
Ar. attempt is made lo deal with the 
idcnlogica! claims ot ilu- let) dennvr.ilic 
parties, particularly (Ik Balmian Maliasangh. 
riwi-m their electoral politics m* >o u> 
understand the plteitomenou in a I tetter w ay. 

In llte recent elections, the Congress lias 
losi iU political base both in terms ot loiul 
number of seals and the voting pctecnlagc. 
Out of 34 seats in Bombay. iIk- Coiigicss 
lias secured |us| one seal losing eight seals 
Irom last elections Its voting percentage in 
BohiImv sltded down liom MX 3 per cent 
in I WO lo 29.X2 per cent in I995. a decrease 
ot 4 per cent The combine has remarkably 
unproved ils performance in the metropolis. 
It has won 30 scats, with its voting percentage 
t limbing )r«»m 41 49 per cent lo 49.13 per 
cent, a gain of K per cent Tito combine was 
'lie major beneficiary of the 7.2b per cent 
incivased voting The Satnajwadi Parly of 
Mulayam Singh $Im> made inioads in 
Bombay for the tirst time by coriwi mg two 
seats. 

In the Konkan region, the Congicss 
sftength was reduced lo .mlv time seats, 
with the rcmuimup 2X scats going (•' the 
somhioc. In western Malui.ishtra, although 
■lie combine captured eight oddity mat seats, 
in terms of wiling percentage, however, the 
BJP has only marginally improved its 
position from 5.43 per cent tn 1990 is* h per 


cent in 1995. The Sena bagged 12.41 per 
cent votes compared to 10.85 per cent in 
previous elections. Thus, there is only a 2 
per cent increase in the voting for the 
combine. 

The Congress lost IK scats to the rebel 
candidates, thus capturing only 37 seats out 
of the total 75 seats from the western 
Maharashtra. The voting percentage of the 
Congress slidod down from 48,X3 per cent 
in 1990 to 39.93 per cent in 1995. In northern 
Maharashtra, loo. the voting percentage for 
the Congress has gone down from 42.62 per 
cent in 1990 to 29.09 per cent in 1995. a 
drop ot 12 per cent In terms of seals, the 
Congress has declined from 24 seats in 1990 
lo 10 seats in 1995. The comhinc. instead, 
has bounced from eight in 1990 to 15 scats 
in 1995. Amusingly, the voting percentage 
ol the ci imhinc has decreased from 29.39per 
cent in 1990 to 27 09 per cent in 1995 
However, imho region, the Congicss rebels 
got elected from six constituencies and polled 
12 percent of the votes, mostly culling into 
the C ongress base 

In Maralhwada. like the other regions, the 
Congress lias incurred losshoih in icrms of 
voting percentage as well asnumbcrol seals 
i >ui of j loial of 4b seats, it has been able 
to wm only 11 seals. Iis voting percentage 
has climbed down from 3fi bb pci cent in 
|99 (Iio 27 (it pci cent in 1995. Tile combine 
has once agjin improved ils strength Irom 
Ibseatsin I990ui24scjtsin 1995.However, 
its voting peitenlage registered a slight 
ascendancy Irom 2X 72 per cent ill 1990 r> 
2X X2 percent in 1995. In M.trjlhwada. loo. 
the Congress icbels cut into the Congress 
base h\ grabbing three seats Irom the 
Congress 

finally, in Yidarhha. almost the same 
pattern emerged as in the rest of Maharashtra. 
Out of a total of bb scats, the combine has 
increased its score from 22 seats in 1990 to 
33 in 1995. But its vising percentage declined 
from 34.94 per cent in 1990 to 25 90 per 
cent m 1995.,Similarly. tlwCongrvss showed 
a downward trend from 3b.bb per cent in 
1990 to 23.03 per cent in 1995 While the 
official Congress candidates coukl get 17 
seats, the Congress rebels were the major 
beneficiaries, winning as many as 14 scats, 
mostly defeating the official Congress 
candid ales. Among the left-democratic 
parties, the Janata Dal managed to get 11 
scats. PWP six seats. CPM two scats, and 


Mulayam Singh’s Santa)wadi Party three 
seats, Bahujan Mahasangh of Prakasb 
Ambcdkar failed to open its account. 
Respectable voting for B abujan Mahasangh 
in Aknla and Amravatidistricts of Vidarbha 
is iu only solace. 

Prom the above figures one thing becomes 
cletu-that the voting percentage for the BIP- 
Sena combine, with the exception of Bombay 
and Konkan. has cither remained static or 
improved insignificantly. Avcragewisc. the 
voting for the combine has gone up by only 
2 per cent. In such a situation, ideology and 
programme do not help in understanding the 
electoral performance of a particular party. 
Therefore, the remaining article attempts lo 
explain bow the combine managed to capture 
13K scats without significantly expanding 
its social base. And which are those social 
constituencies where it increased its hold, 
and why did these constituencies support the 
combine and not other political parties? 

Downplaying Himx tva 

In (he recent elections, the BJP-Scna 
com bine did not m ake Hindu! v* a prominent 
issue of its election campaign. Instead, it 
relied on electoral calculations and 
manipulations with the sole ambition of 
hecoming a winning coalition That the 
combine sought to give cold shoulder hi ils 
militant hindutva appeal was evident when 
the BJP candidates avoided Sadhvi 
Kithamhara and lima Bharati while those 
who could not do so. had to request these 
leaders(orvfrain from making fiery speeches. 
Tlie BJP underplayed the hindutva card 
basically for three reasons One. keeping in 
view the past legal record ol the combine 
candidates, the combine which w as already 
scared of the legal consequences of the 
hindutva propaganda, did not want to annoy 
Scshan and land up into legal complications. 
Secondly.the combine, particularly theBJP. 
feels that it has established its hindutva 
identity among a sectionor. .tier-, and hence, 
sees no need lo invoke it. Finally, and more 
im|vvrtanily. the combine, particularly the 
BJP. purposely restrained itself Irom 
invoking the militant hindutva so as to avoid 
antagonising the Muslims and thus prevent 
the consolidation of the Muslim, daiil and 
t )BC vines, a mator concern of Rajcndra 
Singh, the chic! of RSS. OtJtcrwue. a feat 
similar to UP results could have occurred. 
This move ol the combine also reduced the 
chances of Muslims voting for Congress as 
a necessary evil. The BJP' selection strategy 
seems to have worked as the Muslim voles 
got divided amongst independent Muslim 
candidates, the Samaj wadi Party. JD. Muslim 
Congress candidates, the Congress rebels, 
and tn some cases, even among BJP and 
Sena candidates lit exceptional cases. 
Muslims are also reported to ha vc voted for 
the CPM candidates, as in Kaiatnnun from 
Marathwada Few Muslim votes also went 
lo Bahujan Mahasangh The division of 
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Muslim vote* helped the combine candidates 
to get a clear advantage over their rivals in 
at least 15 constituencies. Nevertheless, it 
will be unfair to blame the Muslims for 
failing to reproduce the UP performance in 
Maharashtra. Also, the Muslims do not 
always vote enbloc, subordinating their 
authentic choices to something that does not 
address their local but basic problems. For 
instance, the Muslims of Sangamncr in 
Ahmednagar district made their 
marginalisation from the benefits of the co- 
• operatives amajorreason to vote against the 

sugar-baron-cum-official Congress 
candidate. 

The BJP in order to avoid the Muslim. 
OBC and dalit combination, and also to 
create a counter-hcgemonic centre which 
would constitute mainly of the brahmins and 
the backwards, applied another strategy for 
enlisting the support of the OBCs. the 
matangs. the chambhars. and the tribuls. The 
BJP instead of relying purely on the 
ideological appeal co-opted the backwards 
into its opportunity structures by bestowing 
material gains. Notably, almost half of BJP's 
elected MLAs belong to the OBC castes. 
Even in the coalition ministry, tire BJP. 
unlike its partner, gave three important 
cabinet posts to the OBCs. OBCs also 
occupy the higher echelons within the party 
structure at the state level. The OBCs. who 
find the Congress too exhausted and the 
Bahujan Mahasangh too fragile to satisfy 
their growing aspirations, arc getting attracted 
to the BJP. Thus, to realise the brahmin- 
backward counter-hegemony to the 
Marathas. the BJP is willing to don the 
mantle of the advocate of Mandal. 

In its attempt to make the dalits another 
important components of its hegemonic 
combination, the B JPin this election allotted 
candidature to the reserved seats exclusively 
to the matangs and the chambharx. Out of 
the 1* reserved scats for the SCs, the combine 
won 11 seats, seven going to the BJP and 
the remaining four to the Sena. All the Sena 
candidates are chambhars while three BJP 
candidates belong to that community. Two 
matangs and one each from sweeper and 
mahar comm un ity form the remaining four. 
Till few years ago the matangs and the 
chambhars formed the support base of the 
Congress. Only recently have they shifted 
their allegiance to the BJP, and to some 
extent to the Sena. However, it is not the 
BJP opportunity structure that is entirely 
responsible for thawing the matangs and the 
chambhars over to the combine. In fact, the 
inability of the Congress tocatcr to the rising 
political ambitions of the matangs, pushed 
the latter towards the combine. Moreover, 
structurally built-in preoccupation of both 
these castes with Hindu consciousness makes 
the task of the BJP to enlist their support 
a little easy. As it is clew from its intentions. 
the BJP. unlike (be Sena, is keen to win over 
the Mahar-Nco-Buddhixt segment of the 


dalits to its side. Therefore, its calculated 
support to the reservation policy, its drive 
for hinduisation of Ambedkar, annual 
celebration of Mahad satyagraba by the 
ABVP. and its support to the renaming of 
Marathwada university after Amhedkar. All 
these attempts need to be underxHxxl us a 
part of BJP's hegemonic appropriation. In 
order to facilitate this process, the BJP is 
making repeated attempts to create its so- 
called progressive image among the dalits. 

Thus, in (he recent elections of 
Maharashtra, the combine, particularly the 
BJP. engaged iu the game of numbers for 
its electoral success. Except in Bombay and 
a few urban centres where its issue-based 
electoral mobilisation seems to have worked, 
the BJP victory otherwise is negatively 
derived from tlte electoral miscalculations 
and errors of the state Congress leadership. 
Even, the electoral understanding of the BJP 
with the Shiv Sena is influenced less by 
ideological convictions than by the pragmatic 
compulsions to capture power both at the 
state level and at the centre. In this context, 
it is interesting to note the dislike for such 
positivist politics of the BJP getting reflected 
in the letters written by the party sympathisers 
in local newspapers. The social groups that 
seem to have contributed to the 2 per cent 
increase in the combine's voting strength 
were influenced not so much by the 
considerations of hindutva as by pragmatic 
gains. Nevertheless, none of the 11 matung 
MLAs of the combine has got a ministerial 
berth far. Thus, this lowcastc pragmatism 
basically represents the same 'Uncle Tom' 
image that came to be associated with the 
mahars in the Congress. 

AjcnruLATtNc. Rrt.ional Grievances 

The Marathas. particularly from 
Marathwada, and the OBC kunbis from 
Vidarbha voted for the combine neither out 
of pragmatic reason of getting access to 
resources and political visibility nor out of 
a support for hindutva. In fact, theirs was 
a vote against the established Muratha 
domination of the Congress and a vote for 
the restoration of Maratha domination in a 
different political garb. This kind of political 
need for the Mara thaxofMarathawadaxcems 
lohavc resulted from two sets of conditions 
Firstly, the Marathas roughly form 35 per 
cent of the total population of Marathwadu. 

A vast section of Marathas feels that despite 
their participation m the agitations for 
regional development in the early 70s, they 
have been deliberately denied access to the 
resources of co-operatives, political 
institutionsandeducitionalejitablishments. •; 
controlled by a few elite Maratha families 
from the region. The feeling of deprivation 
is not the only grievance that the Marathas 
suffer. They feel exploited and cheated by 
the Shikshan Samvts of the region, who 
solicited their support for the educational 
development of the region but now 


discriminate against the common Marathas 
while seeking admission to ftrofexrioaal 
courses. The feeling of deprivation and 
exploitation among the Marathas is further 
aggravated when they are denied access to 
cultural capital by the elites of their 
community who behave suhhumanly and 
arrogantly with them. The present elections 
revealed this feeling of disgust for the rich 
Maratha arrogance in some constituencies 
of Jalna. Oxmanabud and Latur. One 
prominent Maratha Congress leader from 
C)xman»baddistricLafterxenxmg this mood, 1 
discouraged his arrogant supporters from 
canvassing, only to save a few more votes. 
But these very subaltern Marathas behaved 
arrogantly towards the dalits and indulged 
in vandalism in the ant i -dal it riots that broke 
loose after the renaming of Moralhawada 
univerxity. In fact, the Congress move to 
rename the university was not the major 
issue that made tlte subaltern Marathas to 
vote agamstthe Congress.The real complaint 
of these Marathas against the Congress was 
that despite being their 'own government’ 
the Congress rule made them face legal 
harassment and police enquiry under anti 
atrocities act. While the BJP maintained its 
coolness about the renaming issue. Un¬ 
feeling of betrayal, as sensed by the Marathas. 
was successfully exploited by the Sena, 
whose candidates got elected with large 
margins from Osmanahud. Bccd. Jalna and 
Parbhani districts, the worst affected areas 
during the anti-dalit riots of 1992. In this 
regard, it is interesting to note (hut die 
plebeian Marathas voted lor the Congress 
rebel candidate from Gungapurconstituent) 
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(Kbci^H^MtMtbeM^-rawii^tgiUtfiaii 
in Mirathwada. Thu*. in Msrathwada. the 
BJP-Sena and BJP success has iu base in 
tbe vote against the upper Mamba* and the 
Mahar-neo-Buddhist community. In such a 
situation, where tbe daiiu are preceded by 
tbe interested parties as caste enemies of the 
Maratha*. Prakaah Ambedkar. adaiiL cannot 
become a rallying point for these misled 
Maratbas who refuse to acknowledge 
Ambedkar’* contribution to tbe anti-upper 
Maratha mobilisation. 

In Vidaibba. particularly in Akola and 
Amravati districts, the combine registered 
remarkable electoral success. B ut this i s not 
because of its programme but because it 
could consolidate the Kunhi and the OBC 
votes whofclttwice alienated, firstly, by the 
Congress and secondly, by the Bahujan 
Mahasangh. In these two districts, majority 
of Kunbi vote* went to the combine because 
the Kunbis still share the Maratha 
consciousness, envious of the rise of ()BCs 
who till yesterday were dependent on their 
patronage. Moreover, the Kunbis did not 
support Prakash Ambedkar. partly because 
he is a dalit. and partly because his party 
leads a struggle for 'gairan' which directly 
counters the interests of (he Kunhis. 

In western Maharashtra, particularly in 
rural constituencies of Pune. Dhulc and 
Nashik districts the combine has made 
inroad* into the landed Maratha* and OBC 
communities. This i* entirely because of the 
investment of national and multi-national 
capital ui horticulture that seems to be 
displacing the peasantry in these regions. 
The peasantry was found expressing its anger 
against Shared Pawar whom they consider 
a* a son of peasantry but who was ready to 
sell their interest* to urban capitalists and 
foreign investors interested in monopolising 
the grape industry in Nashik district and the 
flowcr production in Pune district. 

CaJLUHTOCSS. CtUMINAl.lSATlnN AND 

Cowhvtion 

in die Bombay region in Konkan. some 
important combine leaders and sympathiser* 
described (heir victory as a vote against 
Shared Pawar. These forces would like to 
believe that their victory was v ictory against 
corruption, callousness and criminalisation 
dui wax embodied by Pawar. Thus, according 
to this logic. Shared Pawar was singularly 
responsible for the combine's victory. 
However, one will have to go beyond this 
singular attribution and k>catc the three 'C ’s 
into the logic of the process. Apart from this, 
it is also necessary tit address two more 
issues while making sense of Maharashtra 
politics after election*. One. why it was not 
posaible for the third force to offer a 
progressive and democratic alternative 
similar to the one in Bihar. UP. Andhra, and 
Karnataka? Secondly, what are the factor* 
that create contradiction* between subaltern 
politic* and its emancipatory intentions? 


In the fecent elections, the opposition, 
particularly the BJP-Sena combine made 
callousness, criminalisation. and more 
particularly, corruption, the major issue* of 
their campaign against tbe Congress. Tbe 
question that arixes here is why coiruptinn 
was tn ade more pn>m inert than before? Does 
it mean that there was no corruption earlier? 
If no, then, why did the urban-based middle 
class get unusually influenced by the 
combine's propaganda against corruption, 
which they associated with Shared Pawar? 
Itisquite true that (hemiddle cl assofBombay 
and Pune and other towns in the state voted 
for BJP since they perceived Congress as 
promoting corruption. But it is not that the 
middle class had a moral concern. In fact, 
they noticed the numerically insignificant 
new middle class becoming, suddenly 
enormously rich through kick-bocks from 
multinationals and bank scams. This middle 
class which is numerically larger, feels 
relatively deprived and completely left out 
fmm the l.isi channels of kick-hack* and 
security-M-jmi.. The feeling of deprivation 
is further perpetuated among the middle 
class because the routine channels of 
corruption appeared choked because of the 
lackadaisical response of the state to (he 
glaring privatisation of economy which has 
lifted restrictions on certain export -import 
commodities. Thus, on the one band, this 
middle class feels left out from the highways 
of corruption, and on the other, due to the 
growing grip of the unscrupulous builders, 
and even the national and multi-national 
capital in the real estate, speculation prices 
are reigning the flat market of Bombay, and 
now. even in Pune. The big industrialists, 
and even (he multi-nationals, with builders 
of all varieties flourished freely in Bombay 
during the Congress rule. These 
developments in the construction industry 
have Certainly restricted the residential 
mobility. This feeling of middle class 
saturation (Shiv Sena's promise of giving 
houses to lakhs of people can be linked to 
ihe feeling of middle class saturation), found 
mostly in small tenements, and even in tbe 
slums, is also compounded with the sense 
of loss of identity in the melting-pot of 
Bombay, and was systematically exploited 
by the BJP-Sena combine in recent times to 
tiie latter's electoral advantage. In such 
situations either corruption or the criminal 
nexus between the politicians and (he builders 
or promoters becomes a superficial 
expression of the deep-rooted pcocesx of the 
appropriation of resources by a few and the 
sense of alienation among the middle and 
the lower middle classes, of notbeing able 
to generate enough resources, as to make 
people toicnntahoui high-level corruption. 

Callousness towards the tribal* and the 
Muslims in Maharashtra was another crucial 
factor that went against (he Congress in the 
recent election*. But it helped the combine 
only marginally. The Gowari tragedy tn 


which more than 123 Gowaris were killed 
in a stampede in Nagpur in November 1994 
had impact only in some pocket* of Bhandara 
district of Vidarhha. In this district the 
Gowaris are in significant numbers and the 
BJP succeeded because it booked the Gowari 
leaders right from the Gowari tragedy. The 
Gowari tribal*, who contested from the seven 
seat* in Vidarbba, could gel only the Chunur 
seat where their front-line leader. Gajbhe got 
elected. The anti-Congress feeling among 
the Gowaris was so strong that they 
condemned those Gowari leaders whom the 
Congress tried to woo. The callousness of 
the Congress government which led to the 
starv a tion-death* of more than 200children 
in 199 i in Melghat constituency in Amravati 
district of V idarbha wax ooce again exploited 
by the BJP xucccssfully as it* candidate 
scored a victory over die BSPcandidate and 
the Congrex* candidate came a poor third 
in this constituency. 

However, neither the starvation deaths of 
tribal* in Melghat. nor the Gowari tragedy 
had any impact on the tribal* from northern 
Maharashtra. Because the tribal* from 
northern Maharashtra had opposed the 
Gowari demand for tribal reservation, the 
message of human consideration that tbe 
Gowari tragedy demanded was not 
adequately earned to the tribal quarters in 
northern Maharashtra And if at all it was 
carried, it could not become a major agenda 
for those tribal* who in some cases were 
required to tackle the higb-caste-class 
opposition. This tribal truggle against (he 
upper caste opposition was the major issue 
in the recent election in Akola. a tribal 
constituency in Ahmednagar district. Tbe 
ex-Congres* minister. Madhukar Pichad. 
who had to resign over the Gowari issue, 
was expected to lose the election in this 
constituency. But Pichad was facing rough 
weather more due to (he lough opposition 
of the sugar haronx who did not appreciate 
Pichad sharing waters of lYavara river The 
river water wa* considered monopoly of 
high-caste sugar barons before the 
establishment of Agasti Sugar Co-opcralivc 
that was initiated by Dadasaheh Rupavate. 
a dalit. but subsequently, taken over by 
Madhukar Pichad. a tribal This was the 
toughest fight in the recent assembly 
election*. But thanks to the tribal*, and he 
developmental work that Pichad did in his 
constituency, be could foil all the attempts 
of his opponents and return victorious with 
a comfortable margin of 20.000 votes. 

However, in Melghat Chamur and KinwaL 
the callousocss of tbe state government was 
responsible fonts debacle. But tins attitude 
of (be government was the result of the 
failure of genuine liberahsm. and aft er w ar ds, 
the mock liberalism towards women. tnbaU 
and dalit*. However, a* the recent election* 
showed, it was the fake liberalism which 
cost most dearty to the Congress Parry in 
the state. The demolition of the Bahri masjid. 
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farm sources will it pur demand for good* and 
service* from the informal and the formal 
sector leading to enterprise development 

Wcarc working in an underdeveloped area 
for the last six yean. Our experience has been 
that access to credit definitely helps some 
families. But a large percentage of families 
simply do not access credit in order to make 
significant improvement in income levels. 
This is so even when we arc not scheme- 
oriented and support any reasonable income- 
generating opportunity. Also we offer 
interest-free credit and any related support 
that the family may require. We believe that 
there is an economic rationale at work in the 
rejection of credit even at such attractive 
terms. 

Traditionally purpose wise, credit has been 
classified as credit for consumption as against 
credit for production. We propose a different 
nomenclature maintenance credit which 
maintains family, its income and assets and 
growth credit that facilitates the growth of 
family income and assets. SHGs which are 
seen to be the panacea for credit needs of 
the poor, can substitute for credit needs met 
by moneylendei/ielatives. That is, they can 
give credit for immediate consumption or 
credit as a traders’ advance or as working 
capital for an existing enterprise, and arc 
thus good sources of maintenance credit 
However, they cannot provide the growth 
credit, given its high cost. 

This is so because any credit whose yearly 
rate of repayment plus rate of interest is 
higher than the annual return rcccivod from 
the investment will reduce present income* 
or result in liquidation of assets. Since most 
ftoor have low incomes, and no assets, such 
a situation for them will mean reduction in 
even the existing already low consumption 
levels, which can lead to an impact quite 
contrary to what is being envisaged. This is 
the situation even when fee rate of return on 
investment has been assumed to be as high 
as 30 per cent and in actual practice it will 
be much lower. Thus, high cost of credit, 
even when tbe latter is easily available through 
SHGs, will not allow growth of a/j enterprise. 

Are tbe NGOs and the banks not aware 
of this reality? It is difficult to answer this 
question. But it is not difficult to see why 
involving of NGOs and SHGs as financial 
intermediary is being paraded as the panacea 
(bribe poor. Itmay be interesting to tec what 
the batiks get out of it - an assured return 
of8 to 12per cent on tbe capital as the NQO/ 
SHGstaods guarantee, as assured repayment 
of the capital lent to the NOO/SHG through 
NQO and *11 this at a very small cost for its 
recovery - maximum coct being 4 per cent 
- the difference between the leading rates 
to NGOs and to SHGs . Thus, the banks want¬ 
ing to get out of the coop of high costs 
a ss o ci at ed with rural credit have found* bail. 

Out of this enlightenedsclf-bitcreatspringi 
the discovery of self-reliance and self help 
of the poor, his a* though, the denar agencies. 


the governments and the fending banks are 
banking upon the poor fur the commercial 
soundness of tbe banks' credit operations. 
All this is not tosay that SHGs have no place 
in the strategy for self-reliant development 
of the poor. That they have great potential 
for providing an empowering forum 
particularly for women, is beyond debate. 
Also, they form a source of assessing 


ON Match 5 the quiet and slumber of a 
Sunday afternoon in Kohima was shattered 
when soldiers of the 16 Rashtriya Rifles 
Force opened fore at the civilian pedestrians 
busy with everyday activities. The 
indiscriminate firing for almost two hours 
using grenades and lethal two-inch mortars 
inevitably left behind a chaos - 10 dead 
including two children - one infant, and 20 
wounded. The explanation given by the 
Rashtriya Rifles is (hat their convoy which 
was travelling from Imphal to Dim spur was 
ambushed by suspected NSCN insurgents 
when the bus reached Kohima. However, 
top police sources insisted that there was no 
evidence of any attack and the soldier* fired 
in panic when they beard the sound of a tyre- 
burst Reports confirm (hat tbe explanation 
of the Rashtriya Rifles is absolutely baseless 
and it even refused to listen to a brigadier 
of tbe Assam Rifles who tried tocxpostulale 
with them. As a matter of routine tbe chief 
minister of Nagaland has ordered a high- 
level enquiry and ex-gratia payment of Rs 
10.000 and Rs 5.000 to tbe next of kin of 
those killed and injured. Another routine 
affair was the prompt visit of Rajetb Pilot, 
tbe minister of state for internal security. 
This the third such incident in less than three 
months when tbe Indian army men went 
berserk and opened fire in civilian area. On 
December 27 last, retaliating to tbe death of 
a lieutenant colonel and a jawan killed by 
the NSCN, tbe army of the 16<h Marathi 
Light Infantry opened Are in tbe civilian area 
of tbe Mokokcbong town of Nagaland. The 
two-hour mayhem left 10 civilians dead, 89 
shops and 48 house* gutted and over 20 
vehicles charred. Even as the National Hainan 
Rights Commission was investigating tbe 
incident another person was lulled and two 
minors injured in an army firing at Akuhito, 
a small township. 

Tbe total disregard for human right* by 
tbe army in the insurgency affected regions 
of India and the murder of civilians, not to 


immediate credit with dignity. 

Whatwfc need to questknlatbeprepttu 
of international development agencies 
their partners in the country to usnr 
wittingly or rarely though, unwittmgly-f 
people ideas and programmes and turn th 
into mere economic instruments w 
blatantly self-serving objectives, oatensi 
in the interests of the poor. 


talk of fake encounters, torture of innoc 
young men. custodial deaths are noth 
new. But going by the developments 
Nagaland in the past months, the ferocity i 
frequency of such human rights violatii 
has shot up to gigantic proportions. Cau 
between the underground who virtually i 
a parallel government and the army men, 
battered populace of the north-east seemi 
have no respite. The heavy presence of 
army and the intensification of insur 
activities in Nagaland. Manipur and N< 
Cachar Hills in recent limes has Item 
dousiy affected the noimallifc of the pcoj 
‘Fear' has become their constant compani 
As far as the Indian army is concerns 
is not.really known for ‘restraint’ but w 
is dangerous is the psychology of 'reven 
which they seems to have developed reccn 
The underground militants attack symb 
and representatives of the Indian state, 
such the Indian army is their prime tar( 
But avenging the death of a colleague 
killing civilians and destroying civil 
habitats seem to be their new tactic. 1 
Indian state cannot absolve itself of 
responsibility in such development. It I 
sent the army into the area activating a '\ 
psychology’ not as protectors. Like m 
Indians, the people of the north-east - m 
of whom arc Indo-Mongoloids speak 
Tibeto-Bunnen language, tbe army men a 
view them « non-Indian* who are to 
taught a lesson for harbourin gseccssiot 
ideas. Hence they consider the entire a 
of operation as enemy-country and e 
ordinary Naga orMeithei villages as host 
Such t mentality is at tbe root of-tb 
frequent 'panic' and murder of innoc 
civiliana without any sense of guilt. I 
obvious that Indian state is not umw 
that by such acta it is further alienating 
people of the region. But it docs notapp 
to be unduly perturbed. Tbe point, it sect 
is to make these alienated people "belli 
themselves", 


Human Rights Violation in Naga Hills 

Sajal Nag 
Tejimala Nag 

While the Indian army’s operation in insurgency-affected areas has 
never been known for its restraint in recent times the ferocity and 
frequency of the army’s human rights violations is on the increase. 
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Little Merchants of War 
Land Mines as Sentinels of Death 

Vinay Lai 


Where there is fighting, one expeas that people will be killed; however, 
In many parts of the world where fighting once took place and has since 
ceased people continue to be killed by discarded weapons of war. 


IF (he cold war has ended, humankind has 
nonetheleaa not been rid of the scourge of 
war. In Che five yean since the fall of the 
Berlin Wall, and the shorter time since the 
demise of the USSR, the traffic in arms and 
ammunition has shown no signs of 
diminishing; if anything, the aftermath of 
ifaeOulf war provided American companies 
with new defence contracts worth billion* 
of dollars, and military expenditure in the 
entire west Asia saw a spectacular increase. 
Even as George Bush announced a new 
initiative for bringing peace to west Asia and 
placing limits on the proliferation of weapon* 
of mass destruction, the US. which today 
commands 57 per cent of the world’s arms 
market, had already negotiated massive new 
contracts for arms transfers. 1 Far from 
abating, regional conflicts show signs of 
having escalated, and new conflicts have 
arisen in other areas, such as Georgia. 
Azerbaijan, and many parts of the former 
Soviet Union. The withdrawal of the Soviet 
Union from Afghanistan did nothing to bring 
an end to the conflict in that region, while 
the ambivalence of western powers has 
allowed Bosnia to become the world’s most 
unforgiving battlefield. All these conflicts, 
however, retain a visibility even when they 
do not command the attention of the world, 
and even the bitter civil war over Kabul, for 
which western powers seek to take no 
responsibility, has not entirely vanished from 
the horizon of our conscience. 

In the byways and.alleyways of warfare, 
by contrast, death takes place slowly, 
tortuously, and - most significantly - with 
little fanfare and even 1cm visibility. Where 
there is fighting, one expects that people' will 
be killed; however, in many parts of the 
world where fighting once took place and 
ha* since ceased.people continue to be killed 
by weapons of war. Imagine a fanner who, 
having gone to sow his land, gets blown to 
pieces, or a group of children on their way 
to school who trigger an explosion that takes 
the life of one of them and removes the leg* 
of another. After the weapons have been 
surrendered, and the soldiers have taken 
their leave of the land, the sentinel of death 
still keeps watch. This ever-watchful guard, 
merchant of destruction, is the puny and 
seemingly insignificant land mine, once 
charact e ri se d by a Khmer Rouge general aa 
"the perfect soldier-ever courageous, never 
‘leepa, and never mines". 1 In t recently 


published work, entitled Landmines: A 
Deadly Legacy, a formidable enterprise of 
the Anns Project of Human Rights Watch. 
Kenneth Anderson describes land mines as 
a “weapon of mass destruction in slow 
motion". As he puts it dramatically, 
landmines “recognise no ceasefire”, andoften 
they “maim or kill the children and 
grandchildren of the soldiers who laid 
them".’Mines were once tactical, primarily 
defensive, weapons; today, argues 
Anderson, they are an “offensive, strategic 
weapon often aimed deliberately at civilians 
in order to empty territory, destroy food 
sources, create refugee flows, or simply 
spread terror". 4 

Thus, while the world has remained 
indifferent, these (often long-forgotten) 
mines have been pe r for m ing their appointed 
task, insistently suggesting to ns that it is 
not only Stealth Fighters and other flashy 
items in the srsenal of powerful nations 
(hat cause mayhem ui the lives of ordinary 
people, and seizing as a poignant reminder 
of the fact that it is the little things in life 
that will come to haunt us. To gauge the 
enormity of the problem, and the extent of 
the complicity of ‘civilised’ nations in 
contributing to the manufacture, sale, and 
uxe of these insidious weapons, we have 
only to turn to the pages of Landmines , 
which must remain for sometime the moat 
exhaustive and definitive source of 
information on this subject. It is estimated 
that at least 85 million unexploded mines, 
and possibly more than 100 million, lie 
scattered in 62 countries. The report describes 
Cambodia, Laos, Vietnam, Afghanistan, 
Ethiopia. Somalia, Sudan, Mozambique, 
Angola, Bosnia-Herzegovina, Croatia. 
Kuwait, and Iraq (especially Iraqi Kurdistan) 
as ’landmine disasters', while in numerous 
other areas, such as the border between Iran 
and Iraq, the coastal areas of Nicaragua, and 
parts of El Salvador, the problem is of acute 
proportions. In Cambodia and Afghanistan, 
nearly 25 per cent of the total land area is 
heavily mined; in African countries, while 
the proportion of land that is mined is tower, 
ia absolute acreage the total area that is 
affected b frighteningly large. The countries 
that arc moat affected are in tb* third world, 
where agriculture still predominates, but 
where much of the arable land is mined; on 
the other hand, since these countries are 


lack the re sou rces required to tackle the 

-a.« 

pvvOtftn, 

At the compilers of Landmines and 
numerous other writer* have estimated, 
landmines result in nearly >00 fatalities and 
450 injuries every month; another 
organisation has given the figure of 30,000 
casualties yearly, 90 per cent of the victims 
being civilians. Where the explosion does 
not lead to death, the amputation of one or 
both legs is the moat common effect. In the 
US, the ratio of amputees to the general 
population is 1 to 22,000: in Cambodia, 
described in a recent US state department 
report as ‘‘a textbook case of a country 
crippled by uncleared landmines”.’ one in 
e very236people is an amputee * jn a country 
with a population of 8.5 million, there are 
over 35.000am up tee i . “In do country of the 
world”, continue* the state department 
report, “have uncleared landmines haid such 
an enormous adverse impact as in 
Cambodia. 7 Unlike the mines in Southern 
Vietnam, for which American troops must 
bear responsibility, the mine* in Cambodia 
were laid by Vietnamese military forces, 
which launched an in vision of Cambodia in 
December 1978. In the protracted conflict 
waged during 1979-91 between the 
government of Cambodia and numerous 
resistance groups, mines became - at they 
have in other developing countries - (he 
weapon of choice. An anti-personnel mine 
costs as little as S 3; the heavier anti-tank 
mine can be obtained for less than $ 100. 
Despite the UN Convention governing the 
use of landmines, entitled" Prohibition* or 
Restrictions on the Use of Certain 
Conventional Weapons Which May Be 
Deemed to Be Excessively Injurious or to 
Have Discriminate Effect*’, to which the 
US incidentally is not a signatory, the force* 
involved in the Cambodian conflict (fid not 
lay mines in the. as it were, 'prescribed 
manner’. A* described in Landmines, “one 
particularly deadly imprv -1 taboo used by 
all factions was the multiple stacking of 
mines" . An anti-tank mine requires greater 
pressure to explode than an anti-personnel 
mine; to obviate this problem. anti-tank 
mines were placed below anli-personacl 
mines, and a mere 0.23 kg of pressure 
could detonate the stack: “thus, even a cfadd 
ocadd easily initiate (be rombiaetaon". 1 When 
the field is laid not by the rules, the removal 
of mine* ia rendered painfully difficult. 
The Iraqis, in die recent war. observed UN 
and other international protocols while 
mining Kuwait, although a recent report 
indicates that (bey aim “buried anti¬ 
personnel mine* two- and three-deep, 
hoping that whoever dear* the field will, 
in a moment of slack concentration, atop 
forward without recheckmg where the last 
mine came from”.’ 

The os* of mine* in warfare has. as is 
now conceded, vastly prolifarttod since <h> 
second world war. In the Italian campaign 
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of 1944, tbe proport ion of military caxualtie* 
attributable to mine* wa* 4.4 per cent in the 
Vietnam war, ttai* figure went up to 33 per 
cent while in the civil war fought in 
El Salvador in the 1980s. a* many a* 90 per 
cent of tbe casualties are said to have been 
caused by mines." In the Balkan war that 
has been waging over the last few yean, 
three million mines were laid, while during 
the two-decade old Angolan civil war nearly 
20 million mines were utilised. The cheap 
cost of these mines accounts for their 
popularity, particularly among insurgent 
groups conducting guerrilla wars on tight 
budgets, as does the difficulty of detecting 
them, and tbe even greater hazards and cost 
of removing them. The cost of clearing a 
$ 3 mine can run to as much as $ 1,000; 
clearing all the mines would entail a 
commitment of between $200 billion and 
$ 300 billion Mine-clearing tools are 
ineffective against mines that require two 
compressions instead of one: once one has 
stepped on a mine and nothing has happened, 
the person behind him assumes it safe: and 
when he steps on it, the explosion takes > 
place. Mine detectors, moreover, work only 
when the metal content of the mine is high ; 
enough to allow detection, and manufactures 
of mines have in consequence markedly 
increased the plastic content of new mines. 
As the Stockholm International Peace 
Research Institute has stated in its report. 
‘Explosive Remnants of War Mitigating 
the Environmental Effects’, “It is important 
to reiterate that so far. no technical means 
is known by which the systematic clearance 
of an ana can be accomplished in a rapid, 
safe, and simple way”. 11 

Little has been known so far about the 
manufacture and sale of landmines, but ibis 
deficiency has been more than adequately 
redressed in Landmines. The largest 
manufacturers are Italy. China, and tbe former 
Soviet Union, and several dozen other 
countries are involved in this business as 
well. The US was, in the heyday of the 
Vietnam war, a large producer and exporter 
of mines, but ceased to be a major player 
by the late 1970s, although copies of some 
American models have been flourishing. By 
American government estimates. 15 per cent 
of tbe mines buried in the earth today are, 
nonetheless, of American provenance. 11 hi ; 
the wordwide aims trade, Ae $200 million 
spent on all mines represents a pittance, a 
minuscule fraction of the annual worldwide 
expenditure on defence. Tbe American 
'withdrawal' from die trade in anti-personnel 
mines nuy owe as much to considerations 
of profit, and the political economy of ' 
warfare, as it does to the conscience of j 
America. In 1992, largely as a result of the 
efforts of Senator Patrick Leahy, the US 
Congress passed a one-year moratorium, 
subsequently extended for three years, on 
the export of anti-personnel mines. In , 
defending this iegisLuion, Senator Leahy 


pointed to one of the more insidious arpeotx 
of mine warfare; “What do chemical and 
biological weapons have in common with 
landmines: They do not discriminate. A 
landmine will blow the leg or the arms off 
of whoever steps on it It does not make any 
difference whether it is a combatant a 
civilian, older person, or a child"." In 
northern Somalia, according totbe London- 
based Mines Advisory Group and African 
Rights. 75 per cent of the victims of mine 
explosions are children." 

The ban does not however, extend to the 
production and use of antj-personnel mines; 
nor, despite the intentions of tbe supporters 
of the moratorium, does it cover anti-tank 
mines, because army officers consider such 
mines to be 'indispensable to national 
defence." Alliant Techsystems, one of the 
principal American manufacturers of mines. 


y'“ 

even lobbied for the exemption of ka anti¬ 
personnel mines oh the ground “that they 
incorporate sclf-destructmechanisms”. tbe 
•elf-destnict mechanisms, critic* contend, 
are not reliable; more significantly, a* 
Kenneth Anderson has pointed out, on 
exemption for such mines would confer an 
advantage upon those American corporation* 
that are manufacturing these mines. A 
worldwide moratorium allowing an 
exemption for mines with self-destruct 
mechanisms would be perceived by third 
world countries, which do not have the 
technology or productive capacity to 
manufacture such mines, as a move designed 
to compel them to remain reliant upon 
American technology, and aimed at giving 
tbe Americans a monopoly in this business. “ 
On the other hand, a self-imposed American 


moratorium on anti-personnel mines allows 
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meric* to project itself a* the upholder of 
eraljty, «ad the gifanHtui of the world’* 
mscieoce, wfaea in fact it* self-abncgalion 
itail* an altogether insignificant Ion* of 
■ofit; moreover, a* mine* are - in the *hort 
in, at lca*t - an inexpensive way to wage 
guerrilla campaign again*! large anti well- 
rganiaed armieK, a point established beyond 
oubt by the Vietnam war. a ban on mine* 
ou Id certainly benefit American soldiers.” 
As America’s share in the world market 
*■ mines began to recede, other countries 
tepped in to fill the gap. Italian companies 
ave bcenpioneere in the production of anti- 
electable mines: they have also been the 
radon in the market for ’deaigner’ and 
imart' mines, producing mines in "custom 
olours to blend into all terrains”, and mine* 
ooby-trapped with anti-tamperingdevicc*." 
lie Misar SB-33 has all these features. 
«sides being blast-resistant and constructed 
ilmost entirely of plastic: it can be sown m 
he ground or scattered from the air: thus 
t is, in the words of an American army report, 
effective against all countermeasure*". 1 ' 
Another country noted for its aggressive and 
;ynical marketing strategies is Pakistan, 
vheie the state-owned Pakistan ordnance 
actory produces aplastic mine, used widely 
n Somalia and Afghanistan and carrying a 
slice lag of S 6.75. that has been “carefully 
;alibrated to permanently disable soldiers 
without killing them". 11 ' The brochure 
produced by this state enterprise call* 
attention to the tael that "operating research 
has shown that il is heller lo disable die 
enemy than to kill him". A wounded man. 
(.ontinucs the hrocliure. require* medical 
attention, and creates "disturbances in (lie- 
traffic lines of the eomb.it area", besides 
having a "detrimental psychological cl'lcci 
on bis fellow soldiers" V Tlie cool, matter- 
of-fact altitude with which tilt' business is 
pursued is m>whci c more clearly in c v kJcik e 
Ilian in the marketing ol the American 
Claymore MIK mine, more I rcqucntlv u'pied 
lhan any < * her mine Wi irldwide. which heat * 
the useful inscriplnm: "Front Toward 
Kncmy".- 

The very companies that niamifactme 
mines also provide, nol unexpectedly, 
expertise and tools for their removal 
Conventional Munitions System (CMS). an 
American-based commercial company 
specialising in mine clearance, i* owned by 
IVutcbc Aerospace, which in turn is a 
subsidiary of the Daimlcr-Bcn/: another 
subsidiary of Deutche Aerospace, however, 
is MesKcrscbmiit-Bolkow-Blohm. which 
manutaemrex stale-of-lbc-atl scattcrable land 
mines. Such "cradlc-lo-gravc hattlefield 
services" are not offered by Unimlcr-Benz 
alone: the Koyal Ordnance, a subsidiary of 
British Aerospace.manufacture* land mines 
besides offering clearance services. Their 
mines were sown in Kuwait: it was also in 
Kuwait that the company won a $90 million 
oKitract in 1991 to help remove those and 


otherminm. a TV busmens in mine repiicutn* 
the general pattern of aid that western 
countries have been fallowing in their 
relations with ‘underdeveloped’ or 
‘developing* nations: large amount* of 
weaponry are sold to poor nations, and when 
these arms have been used to create havoc 
and destruction, the western nation* step in 
to offer aid, a package that include* a 
generous amount of new weapoory. to help 
repair the economies of these countries. The 
hand that feeds is also the hand that kills. 

The clearance of mines, as noted earlier, 
is an exorbitantly expensive buxines*, and 
economics dictates that only a few countries 
can avail of mine-clearing equipment or the 
skills of experts. Oil-rich and tyrannical 
Kuwait has hired clearance experts and 
numerous squad* of lower-paid mine 
•weepers, among whom number some 
Gurkhas, mercenaries too often reduced to 
servicing the unholy aspiration* and designs 
of others; meanwhile, in impoverished 
Angola, where there are 20 million mines, 
or two for each person, even the location 
of fewer than 10 per cent of the mines is 
known. The political economy of mine* has 
its bizarre, even post-modern, features. In 
Angola, mines are being traded lor food, 21 
reminding u* yet again sometimes human 
beings consume only to devour, and that the 
sanctity that all pre-tmxlem sociclies attached 
to food is a thing ot tile past. Though.the 
sacred and protective verses from Pali 
scriptures tattooed on the chest ol Vom. a 
young man living in Bong Ampil in 
Cambodia, did nol save him from having Ills 
stomach ripped opco and his intestines spill 
< iiiii i tlic ground when he accident ally stepfsjd 
on (o j nunc, the mine clearance specialists 
from Conventional Munition* System -ee 
themselves as modern-djy magicians, 
"artt'is with supernatural powers of 
sun ival", risk-laker* who walk the tlun line 
between life ami death -* Sacred lexis can 
no longer save, and u i* not the healing 
power of the shaman, hut the agility of the 
ailiielc. to tt-hteh the anthropologist must 
pay alt e in ton. Post -m. tdemisl * and acu de m ic s 
will assuredly find a subject, fust as death 
will continue its macabre dance. In the long 
run. the test of whether wc can constitute 
ourselves as a civilised race of people may 
he determined less by the large peace treaties 
that our appointed leaders sign, grandiose 
affair.' of the state, than by our active 
recognition that to neglect the little things 
is to abandon our deep ecological 
responsibility to this world. 
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PERSPECTIVES 


What Moves Masses 

Dandi March as Communication Strategy 

tucUtra 

Purposefully evoking various meanings surrounding salt, yatra and Dandi, 
jandhi credibly communicated the message of swaraj to audiences in 
India and abroad. 


MAUD, a hit Hindi film of the 80*, has a 
icene where the heroine chains the hero, 
Dogs him and rubs salt into his wounds. The 
lieru does not even flinch but proclaims; 
“For this saltourMahatma led a revolution. 
That day the blood of thousands of matyrx 
flowed into this salt. Today, by rubbing it 
into my wounds, you are mingling my blood 
with theirs. This salt may burn the wounds 
of traitors butnotoftheloyal/’That the Salt 
Satyagraha should find a mention in apopular 
film, half acentury after it took place. shows 
the deep impact this event has had on the 
Indian imagination. To the common mind, 
salt has become a symbol of patriotism, 
rebellion and sacrifice. The imagery of U|c 
event is echoed not only in popular 
entertainment media but also in intellectual 
expression. A few days after the demolition 
of the Babri masjid, Gopal Gandhi wrote. 
"You lifted one fistful of salt/ And an emp¬ 
ire was shamed/ Lift/ One fistful of rubble 
now/ And pour it on our shameful heads" 
| Mainstream. December 19.1992|.Salthas 
thus come to symbolise India's triumph over 
her coloniser and the fact that this was done 
non-violently in the face of repression has 
madcthceventa symbol of moral superiority. 

Just as salt has become a symbol, (he 
’march’ too has become a symbolic means 
of expressing support for any progressive 
cause. Similarly, Dandi too is chosen as a 
symbolic destination of such endcuvours. 
The Salt March to Dandi itself was restaged 
some years ago by Rajiv Gandhi, and more 
recently, a few days before the Ayodhya 
events, by a group of young people. It is 
almost as if any time an individual or group 
needs to establish their bona Tides as being 
pro-nation, pro-people and especially pro¬ 
poor. reference to the salt march enhances 
the credibility of their own particular cause. 

If salt, march and Dandi still evoke patrio¬ 
tic associations today, in 1930 they had an 
even more powerful effect. The campaign 
achieved the single largest mobilisation of 
Indian* andover 90,000 went to Jail.Thkt mass 
participation shook (he British. The satyagraha 
had an impact on world opinion loo, so mu h 
so that after theevent Gandhi was nominated 
7imemagazine's ‘Manofthe Year’,and was 
no the oover of the first issue of 1931. 

For a professional communicator it is of 
enormous interest to understand how such 


a mass response was evoked. But nowhere 
can one find an account of the communication 
strategy which Gandhi used to achieve this 
response. School history books give the 
impression that Gandhi plucked out of thin 
air the idea of breaking the salt laws, picked 
up his staff and walked off to Dandi while 
the entire nation rallied around him as if he 
was the Pied Piper of Porbandar. 

Surely, it could not have been so simple. 
This study examines the Salt Satyagraha to 
see how the communication strategy behind 
it was conceived and organised, whkhmedia 
were used to reach the target audiences and 
how the masses were persuaded to join the 
movement. It tries to examine what a 
professional involvementin communication 
for social causes can learn from an event of 
the past, and how and whether techniques 
successful in the past can be used again in 
present-day situations. 

The study concentrates on Gujarat, and 
apart from looking at secondary materials 
in English and Gujarati, i was able to meet 
a person who actually marched to Dandi 
with Gandh i .others who were present during 
the raid on the Dharaxana Salt Depot and 
Mill others who were involved in mtdia- 
rclatcd activities at that time. These 
conversations yielded valuable insights into 
the way communication networks function 
and the reactions of people at the receiving 
end of communication strategics. 

Conceiving Strategy 

The Salt Satyagraha was a carefully 
constructed event and to understand its 
dynamics one has lo examine how Gandhi 
visualised the event, why he chose salt, why 
he decided to march and why be selected 
Dandi as destination. 

In December 1929, when the Congress 
declared ‘puma swaraj' as its goal, several 
ideas were suggested on what form civil 
disobedience should take. Nehru and Bose 
suggested the formation of a parallel 
government while Patel proposed a march 
to Delhi, or alternatively, a countrywide 
breaking of laad laws. Gandhi discarded 
these suggestion* because "... be bad the 
perspective of a long drawn out movement 
in which the mass of the people had lo be 
mobiliaed... the British would pounce cm 
things like a march onto Delhi and parallel 
government immediately" (interview with 


Dinakar Mehta). So tbeac ideas were obviously 
not the stuff mass movements were made of. 

Gandhi’s approach to the problem was 
different. For him independence was more 
than mere political emancipation. So civil 
disobedience meant a movement which 
would press for autonomy as welt as raise 
mass consciousness leading to social, 
economic and moral regeneration. And 
before he decided bow this was to be done 
be analysed his target audience. Indian 
society, his main audience, was a fractured 
society made up of disparate groups. The 
other important target was public opinion 
in Britain and abroad which was usually 
unsympathetic iolndianaspintionf. Pressure 
could be brought upon the British raj only 
if India's antagonistic groups could be united 
in action and if liberal British and world 
opinion would support the Congress demands. 

Gandhi could not right away think of a 
strategy that would fulfil these criteria. 
Instead he focused on making the concept 
ot swaraj less abstract for the masses. He 
began by drafting a declaration which was 
read out at the first independence day 
celebration* on January26.1930. Itpreseaied 
a brief critique of British rule in which the 
injustice of the salt tax made its first 
appearance. Next came his letter to viceroy 
Irwin which spelt out his vision of swaraj 
in the form of eleven demands. The fourth 
of these demands, which ranged from total 
prohibition to protective tariff on foreign 
doth, was the call for the abolition of the 
salt tax. It was only in mid-February that 
he singled out the salt tax and decided that 
civil disobedience should take the form of 
a nationwide breaking of the salt laws. 

And yet. the unjustness of the salt laws 
as a political issue was not a new one. The 
first riots in protest against this tax happened 
in 1844 in Surat district, where, almost 
hundred years later, tbe Sail satyagraha took 
place. The (ax was criticised at the inaugural 
session of the Congress in 1885. and over 
the years was severely condemned by 
Dadabhoy Naoroji and Gokhalc. Even die 
idea of using salt in a mass mobilisation 
campaign had been explored earlier. During 
the Swadeshi movement. Surcodranath 
Baneijee had toured the villages urging the 
boycott of Manchester doth and Liverpool 
salt Actually, even Gandhi bad written 
against tbe tax before. 

It is important to acknowledge drat 
focusing on salt was not an 'original' idea. 
Wbat was novel was tbe way Gandhi was 
able lo transform it imo a powerful tool for 
communicating with tbe Indian masses, the 
British government and the internatio nal 
audience. It was not tbe originality of dw 
idea that was responsible for hit success bat 
(be way he handled k. 

Cnoosasa Salt, Yatra amp Damn 

By choosing salt, Gantfin, in one stroke 
fulfilled ail the criteria he had set lumeetf. 


Economic and Political Weekly April 8,1995 


743 




A* a tubrtancc of common tue, salt cut 
across religious, caste and elm* differences. 
It offered Hindus and Muslims a platform 
for a joint struggle on an economic issue; 
for tbc poor it was a symbol of exploitation, 
for the rich a struggle against the salt laws 
gave an opportunity for symbolic 
identification with mass suffering. 

Being a substance on which human 
existence depended, salt could make a 
tremendous emotional appeal. The campaign 
could go beyond the political plane to take 
onethical and moral dimensions which could 
attract sympathy from world public opinion. 
Another supporting factor was that in the 
west too there was a long tradition of 
opposition to the salt tax. going back to the 
days of the French Revolution. 

But it was the cultural appeal of salt which 
was Gandhi's trump card. In both Indian and 
western tradition, salt is the symbol of all 
that is vital to human life and exalted in 
human relationship, as seen in the myriad 
idioms associated with it. Because of this, 
the theme of salt lends itself to linguistic and 
metaphoric use - a quality which professional 
communicators know is invaluable in a mass 
campaign. This quality was used to great 
effect by Gandhi and this aspect has been 
explored later. 

Though Gandhi had decided on salt after 
much deliberation, he realised that people 
would not automatically rally around him. 
He needed to make a dramatic appeal. So 
he decided to go on a march. A march would 
give him the opportunity to rouse the people 
in the countryside through which he passed. 
It would be a live drama generating press 
publicity in India and the world. If on the 
other hand, he were to simply take a train 
to some place on the coast, arriving there 
the nex t day, the event would be too fleeting 
and have no propaganda value. 

Like salt, die march too has a place in 
Indian tradition. Pilgrimages to holy places 
were made on foot and viewed as penance 
and such pilgrims were revered. In western 
and Indian mythology, marches are 

asso ci at ed with determination.righteousness 
and sacrifice for acausc. The Bible describes 
Moses leading his people to the promised 
land. Jesus leading his followers to Jerusalem, 
Rama leaving home to honour his father's 
pledge and Gautama renouncing his home 
in the quest for enlightenment. Gandhi used 
these associations to great effect. 

The decision to make Dandi in Surat district 
the destination of the march was taken after 
considering many alternatives closer to 
AhmedsbaiL The idea was not Gandhi ’ s own 
but was suggested by his colleague Kalyanji 
Mehta who had a keen understanding of the 
publicity value of the event He felt that if 
Gandhi broke the law at Dandi. the increased 
length of the march would give an 
opportunity to rally the public in the whole 
of Gujarat and give extra time for the impact 
to spread to die rest of the country. He 
selected the spot in such t way that Gandhi 
would teach there and break the law on 
April 6. This was symbolic because that 


day marked tin beginning of "national 
week" which commemorated the Rowlatt 
Satyagraha and the JalUanwala Bagh 
killings and was being observed by freedom 
tighten since 1921. Gandhi appreciated this 
suggestion and Dandi. an unknown coastal 
village in Gujarat, found a place on the 
historical map of India. 

But good ideas and symbols alone do not 
automatically ensure the success of a 
campaign. To be effective, it has to be 
tactically and practically sound. The lawyer 
in Gandhi had noted that the penal sections 
of the law were not so severe so larger 
numbers could he persuaded to participate 
without fear of harxh punishment. The law 
could he broken in a variety of ways - 
manufacturing salt, possessing illegally 
manufactured salt, selling it. buying it and 
exhorting to buy and sell such salt-all were 
breaches of the law. This gave ample scope 
for participating according to one’s potential. 

As long as the march was conducted 
peacefully then: was no provision in the law 
which prohibited it. Like breaking the salt 
law. marching needed no special skills or 
exceptional courage which wouldensurethe 
participation of ordinary people. It was also 
a medium which could be and was effectively 
replicated in other parts of the country. 

Dandi, too. was strategically ideal because 
Surat district had the strongest network of 
Congress workers, the importance of which is 
discussed next. 

Rawort with Mrwa aNI> Masses 

The salt satyagraha was planned in less 
than a month's time - conceived in mid- 
February and conducted in mid-March. The 
mobilisation which (he event achieved was 
possible not only because of Ihe issues it 
addressed hut also due to the support of a 
network of trained workers. This network 
did not develop overnight hut over years of 
grass roots constructive work. Now when 
the rhomeui of crisis had come, it was the 
students and teachers of the national schtxds 
and colleges who researched the salt laws, 
the khadi workers and Gandhian ashram 
inmates who wrote articles explaining the 
issues and practical instructions on salt 
manufacture and the village workers who 
explained the nature of the struggle to tbc 
rural masses and lalcrcouragcously produced 
underground newspapers. 

Along with political training, these 
workers, many of whom were women, were 
trained lode veiopthcircommunication skills. 
They were taught to use prayer meetings for 
the politicisation of ihc masses. After 
devotional activities, articles from Yount 
India and Navajivan were read out and 
explained in prepare Ihc audience for the 
coming struggle. They were taujfht bhajans 
and songs which would be useful tor 
consciousness raising. 

The print medium too was well-developed 
before the march. Gandhi had taken over 
Yount Mia and Navajivan after he came 
hack from South Africa and (hey reached 
every village through the net work of workers 


be-was developing sanultaoeouxty. When 
the time for satyagraha came, these weeklies 
with their established readership ware ready 
to cany the message of sah. Gandhi also 
consciously maintained contact with the 
world press. In the days before the march, 
despite hectic preparations he made time for 
foreign journalists. They were the only 
channel through which the struggle could 
be publicised abroad. He wax very conscious 
of the power of the press and was particular 
about being quoted accurately. "...He used 
to insist os a pre-condition Ihut his messages 
and statements should he published in full 
without the slightest alteration..." [Watson 
and Brown 1959: 59). He realised dial 
“...Ignorant reporters harm me and the 
struggle” (Desai 1972:123). 

Salt and Swakaj 

The three elements of the satyagraha - 
salt, (he march and Dandi - with their histo¬ 
ric. symbolic, metaphoric and linguistic 
associations were used (o great effect by 
Gandhi to propagate his vision of swaraj 
among his Indian audience and to gain die 
sympathy of his audience abroad.-This can 
be seen in the symbolic gestures he made 
and the speeches he gave on the way to Dandi. 

Gandhi used Ihe structure of the march 
itself to communicate the united India that 
he envisaged. The group of 79 which 
accompanied him represented all the 
provinces of India and included Muslims. 
Christians and high and low caste Hindus. 
By selecting Abbas Tyuhji and Sarojmi 
Naidu to replace him as leader in Ihe event 
of his arrest he symbolically conveyed hi» 
regard for Muslims and women thus probably 
hoping for their support and confidence 
Kven his decision to slay at a Muslim's home 
in Dandi was such a gesture. Similarly, hy 
sending the viceroy the letter describing his 
intention of breaking (he salt laws through 
an Englishman he symbolically demonstrated 
that it was (he British rule he was fighting 
and not the British. This made an impact 
on the western mind and Reginald Reynolds, 
the man who took the letter, later recalled. 
“I realised that Gandhi's use of me was 
symbolic - it was to show that this was not 
a matter of Indians versus British hut of 
principles" | Watson and Brown 1959:5K|. 

Speeches were theonly direct audio-visual 
medium available to Gandhi. Over the 25 
daysof the march, he visited40 villages and 
at each village he gave a speech, reaching 
ancstimalcd 5 lakh pe> >ple. In these speeches 
he presented salt as the epitome of British 
exploitation and tried to exhort people to 
break the law. He did this differently lor 
different sections of society - to Hindus he 
used imagery from mythology and invoked 
the Hinduconcept of dhanna. righteousness 
When appealing to the Muslims he quoted 
Islamic parables and the Koran. And to 
persuade both groups to act. he used the 
religious concepts of sin and duly: “Nowhere 
in the world is there a law like the salt law. 
If (here is such a law. then it is a demonic 
law. a sat ante law.Tobe loyal to a governm en t 
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which implement* such alaw U not dbaftna 
but adharma'' (Desai 1972:39). AI*o. 
"Therefore ilia your religious duty to break 
tbe salt law...Ood is sure to hp pie used with 
your actions and you will attain salvation" 
[Government of Maharashtra 1969:43). 

Often he would use this idiom related to 
salt. “In this struggle do not be ’untrue to 
salt'. This tax can be removed only if you 
aw Cue to salt" (Desai 1972:K11. He then 
related the struggle against the salt laws to 
the importunes of constructive activities in 
the attainment of swaraj: “Do not think that 
swaraj exists in a mountain of sail and not 
in a bundle of thread. And pmh ihition is also 
one of the prerequisites of swaraj” |Mehta 
ami Desai 1973:30], 

Gandhi personified swaraj as a goddess, 
ami therefore. Dandi us a holy s|h>i and the 
mareh us a pilgrimage and connected these 
li« the construct ive activities: "The immedi ate 
destination of our pilgrimage is Dandi but 
the real destination is the Goddess of 
Independence" |Desai 1972:411. Dandi. he 
said, was Handwar and to enter such a pure 
plucc one had to become eligible. And that 
cmild only be achieved using khadi and 
giving up liquor. It is interesting to note that 
in all his attempts to appeal to the Muslim 
imagination. Gandhi never once used the 
imagery of the ‘liaj’. In fact. Dandi itself 
wus a Muslim pilgrimage spot. Gandhi was 
so sensitive to the potential for publicity in 
any situation that it is difficult to believe that 
lie had missed this aspect 

Gandhi used the speeches as,in occasion 
to attract women to I|k movement ( >1 course. 
Ik used familiar examples from mythology 
referring u> the courage ol'Sila and Draupadi 
und even claiming that Sit a wore only khadi. 
But more powerful than this was his appeal 
to women's self-esteem hy publicly ufipaviating 
tlieir contribution to the cause. ”... in (Ik mm 
violent struggle for swara|. when's share is 
larger and in the future our children will say 
that in this struggle, my motiicr. my sister nude 
a bigger contritwitkm" |De>ai 1972:411. 

After the mareh. during ho negotiations 
with (Ik viceroy. Gandhi took out a hag ol 
contraband salt and dropped a pinch into Ins 
cup of tea. saying. ''To remind us ol the 
famous Boston Tea Party” |William Shirei 
1981:99). He was referring to the incident 
which marked the beginning of the end of 
British imperialism in America. By 
symbolically equating the salt satyagrahalo 
Boston lea party. Gandhi signalled the end 
of the British rule in India. 

This symbolic imagery reluted to salt, 
march and Dandi was infectious. It was 
echoed in the writings of foreign journalists 
who compared Gandhi to Moses and Jesus 
and in the ankles hy Muhadev Desai who 
drew parallels between the Dandi march ami 
Buddha'smuAoMiim/rfruwrn Visual puns 
relating to salt were made hy Indian and 
foreign cartoonists. 

Songs were another way of stirring people 
and Dandabcn. a tribal woman form Vedochi. 
recalls how singing songs contrilwted in 


creating an environment of protest That 
was the environment in those day* • We were 
ready to dk. We used to sing a lot of songs. 
If you have to break laws, you have to sing 
a lot” (personal communication). Apart from 
general patriotic songs, there were verses 
specially composed for the event exploiting 
the symbolic associations with soft through 
lively word play. One song exhorted people 
to join the ‘holy war 1 and not be 'loon 
harom’ (untrue to salt). Another called on 
die Hindus and the Muslims to unite and 
show their salt, demonstrate their loyalty 
and patriotism'. Punning on Dandi and Raas 
(where Vallahhhai Patel was arrested a few 
days before the march started) with Dandi a 
Kaus (a popular Gujarati folk dance), one 
composition encouraged people to dance 
the Dandia Raas of Gandhi and Patel and 
destroy the government [Desai 1972). 

The importance of these media can be seen 
from iIk fact that the British tried to counter 
the suiyagraha hy systematically choking 
the means of communication. Realising the 
impact of the Gandhian newspapers, first 
came the ordinances which shin down the 
presses. Seeing the impact of the speeches, the 
British arrested Gandhi, the Gingress leaders 
und village level workers, letters and telegrams 
were of courseccasorcd hut the British police 
relentlessly pursued the editors of the 
underground newspapers which replaced the 
outlawed nationalist press. They even bunted 
down die composers of the Mings, and Makanji 
Sola, oneoflhe most accomplished ctrnpnscrx. 
recalls tlic many disguises he had uxedtocscapc 
fom (Ik clutches of the police (pcnamal 
communication). 

Cm until nv Kni* 

Today, we glihly use the imagery of 'salt', 
’mareh' and 'Dandi' hut the potential of 
none ol these was recognised at that time. 
Congress leaders were far Irom enthusiastic 
to Gandhi's pioposal. Nor did the British 
Ihiilk lh.it a campaign against the salt law 
w, mid pose a lineal to their power T1 k only 
ones who realised the value of lire idea wvre 
Gandfu's junior colleagues in ihe district 
network as shown earlier. Ironically, the 
other group which appreciated the laclical 
shrewdness of the plan was the British police. 

But did the issue appeal to the masses as 
Gandhi thought it would'.’We have seen that 
Ihe imagery of ihe event was reflected in 
popular writing, cartoon* and song*. But 
ordinary people also responded, as can be 
seen from conversations with people who 
participated in the event. Damiahen. a tribal 
woman whose brother went to Dharasana. 
recalls, "From our own country the 
government was not allowing us intake sail 
...people fell the burden... *o wlKnGandhiji 
started a struggle on this issue, people touted 
it" (personal communication). 

Understanding the issue and finding it 
relevant was one reason why people 
participated. The other reason went beyond 
mere comprehension of issues and 
itlentificaiion with them. Dasrihcn. another 


tribal participant, acknowledges: To tell 
you the truth. Gandhtji wax the main 
attraction" (personal ctynmtmkatiun).Many 
of those interviewed reported that common 
folk were impressed by Gandhi's simple 
life-rtyk, hi* lack of wealth ami possessions 
The fact that he did manual labour was 
highly influential. Tbe Gandhian constructive 
programme appealed because it addressed 
their problems, and proposed solutions not 
in terms of ideology but practice* ”... Banks 
and Brahmins used to exploit us ... so the 
idea that we could card, spin and weave 
cotton into clothes for ourselves was very 
attractive... we could do without the bank” 
(personal communication). 

The importance of credibility in the 
creation of successful communication has to 
he stressed because it is an element which 
the medium-message model of 
communkatino does not lake into account. 
Issues and information may he relevant 
and well-designed. But communication 
efforts, especially for social causes can 
accomplish changes in behaviour patterns 
only if the source of the message ha* 
credibility with the audience. A message 
however sound or true, has no appeal for 
common people if its advocates fail in 
conduct. T<x> often credibility is confused 
with charisma. Charisma is no doubt useful 
when it comes to influencing audiences and 
it is a quality a communicator is either bom 
with or does not have at all. But credibility 
is a quality whkh a communicator can 
develop. Gandhi was aware of this, and 
though changes in life-style wax part of his 
spiritual quest, he k.cw thear significance 
when it came to bis inniicnce over the maxscs: 
”... and if my life doesn't carry that message 
to you. ihe word of my mouth will never 
succeed..." [Watson and Bn'wn 1959:17). 
He also knew that credibility has to be 
consistently maintained: "If the people fed 
the sli glilcst distrust of us. they willcondcmn 
the whole movement” IWeher nd: 22K|. 

Often, when the reason behind Gandhi's 
appeal is examined, w-'icr* tend to ascribe 
it to his use «-f religious symbols. Bui if it 
was just the u>c of religious symbols then 
anybody could use them and he successful. 
People are not so gullible as to swallow 
anything that is given to them with the sugar 
coaling of religion. Perhaps it was not *o 
much the religious character of the symbols 
as much as tbeir familiarity that made them 
effective ax a means of communication. 
Characters from mythology are familiar and 
admired, and in his speeches. Gandhi tried 
to attribute certain qualities to well known 
heroic figures iropmg that there too would 
he admired and emulated 

Religious imagery helped people to 
understand the message. The suggestion Itnl 
it was religious sent iment whkh motrvaaed 
them to implement it ts debatable Far 
exampk. not oik ol the women interviewed 
said that they began to wear khadi because 
.Sitswore it And in spueofGandhi'sit p m ie d 
declarations that the mareh *i> a religious 
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pilgrimage, Lalji Parmar, one of the 79 
marcher* when asked why Gandhi decided 
on the march, responded: "So that it could 
be used as publicity round the world" 
(personal communication). And Dasrihen. 
when asked if she felt that the march was 
a part of religious tradition, said: "No. it was 
a new concept. Gandhiji did it for publicity. 
Walking all the way resulted in song much 
publicity. So the match was a medium for 
publicity” (personal communication). Using 
religious vocabulaty was part of Gandhi's 
natural verbal expression. Besides, it Was the 
acceptable idiom in the early years of this 
century. Gandhi’s use of religious imagery 
has to be viewed against this background 
and not in the sense of propagating relig ious 
doctrine. 

The salt strategy also had its limitations 
in its appeal to Gandhi's audience. Despite 
all efforts at picking an economic, non- 
religious issue, publicising it in terms that 
people would identify with and using his 
credibility, Gandhi was not able to mobilise 
asignificant numberof Muslims. Thequotes 
from the Koran failed to appeal and the 
nationalist Muslims did not have any 
credibility with the masscsof their community. 
Thus. Mohammed Ali’s call to boycott the 
salt satyagraha because it was aimed at 
creating a Hindu raj was success-ful in 
ensuring that Muslim participation was 
meagre. 

Can Dakdi Be Repeated? 

On March 11.1931. Gandhi left for Dandi 
again to ensure that his pact with Irwin was 
honoured. He left on the same day as the 
historic march, by the same route. But this 
time he went by car and reached there in two 
days. There were no symbols, no persuasive 
speeches and mi religious imagery. Salt, 
match and Dandi had been picked to fulfil 
a particular set of circumstances and once 
the situation had changed they no longer had 
any relevance, they had outlived their 
usefulness. That is why. when the movement 
was re-started in 1932, again protesting 
against the salt laws, the response was very 
poor. Nariman noted the lack of enthusiasm: 
“1 the renewed call for action] appeared very 
stale... and failed to appeal, particularly to 
the youthful imagination of the country. The 
purely spectacular and demonstrative items 
such as flag hoisting and salt manufacture 
that had created great enthusiasm a few 
years ago, failed to evoke the sameenthusi- 
asm now. not because the spirit of nationa¬ 
lism had changed or weakened, but because 
these oft-repeated functions had loxt their 
novelty and glamour” [Kumar 1986:273], 
The point here is that the approach has 
far be a problem solving rate and not a media- 
centred one. It is the media centred approach 
that results in the formulaic use of 
communication material s/media, instead of 
analysing what the demands of the situation 
are. Going on a march to focus on a problem 
might get it publicity but it will certainly 
not solve it. Repeatedly going on marches 


merely devalues the march as a 
communication medium and creates public 
apathy towards the problem. This does not 
mean that each time a novel idea hax to be 
produced. Obviously, what is needed is an 
appropriate idea which only a problem- 
solving approach can throw up. 

Lessons in Communication 

Six main themes emerge from this study 
ofGandhi'scnmmunicationmethnds. First, 
a communication strategy can besuccessful 
only if it is visualised from the point of view 
of the audience which is at the receiving end 
of the messages. Only if they feel that the 
message is relevant to them will they identify 
with it and only if they identify wilh it will 
they consider the behaviour change and 
action that the message is expecting of them. 

Second, communicators will he able to 
think from the peoples' point of view only 
if they have a deep understanding of them 
in the first place. This means knowing their 
life-style, priorities, loyalties ami aspirations 
in order to mesh the message with their lives 
and draw from them their willing 
participation. Such an understanding can 
happen only after first hand exposure through 
extensive travel and study. People and groups 
are constantly responding to changing 
pressure, which means that communicators 
must constantly keep in touch wilh their 
audiences and update their understanding 
and devise their strategies accordingly. 

Third, communicators working for social 
causes have to explain to people a variety 
of abstract concepts - hygiene, nutrition, 
secularism, social justice, etc. People can 
understand and identify with these goals 
only if they are concretised in some form 
and made to relate directly with their lives. 
This means that the unfamiliar hax to he 
explained through something familiar. 
Symbols, being a part of peoples’ past, can 
be reinterpreted to become effective media 
for communicating modem and abstract 
concepts. 

Fourth, even if acorrununicationcampaign 
is well thought out. conceived with a people- 
centred attitude and mediated through 
familiar symbols, it docs not mean that the 
people will automatically accept it. It also 
depends on who is giving the message. If 
the source of the message does not inspire 
confidence then it may not be acted upon. 
And credible sources are different for 
different messages and different audiences. 
Creating credibility is a continuous process 
and it is something a communicator has to 
work on to maintain. 

Filth, good ideas and credible communicators 
alone cannot ensure a change in peoples’ 
behaviour patterns. They need the jpppori 
of a reliable infrastructure of human and 
material resources to cany out the campaign 
and deliver the goods. Like the credibility of 
the communicator this baa to be painstakingly 
built up. It cannot materialise overnight. 

And lastly, while it is true that a good idea 
need not necessarily be a nerve lone, it should 


is a successful one it can be repeated in the 
same form again and again and be succeaaftil. 
Situation* change, peoples' priorities change 
and symbols etui become ineffective through 
overuse. Each problem baa to be analysed 
afresh and appropriate solutions have to be 
worked out anew. Otherwise, communication 
strategies will be reduced to formulae and 
time, energy and resources will be wasted 
in repeating these formulae to an 
unresponsive audience. 

The study of the salt satyagraha open* up 
new areas for research and brings to mind 
mobilisation efforts from the more recent 
past which could he similarly analysed. Both 
the B JP and Baba Amte (in his Bharat Jodo 
campaign) have attempted to use cultural 
symbols to rally people with varying degrees 
of success. At a more literal level, George 
Fernandes' campaign against Cargill's salt 
plant at Kandla tried to take on the image 
of an 'action replay’ of the salt satyagraha. 
There are press reports of Swami Agnivcsh 
planning a ‘march’ to mobilise women in 
Haryana against the sale of liquor. It would 
he instructive to sec if the six themes thrown 
up by this study repeat themselves in these 
and other attempts to mobilise people. If 
they do, then in what form do they manifest 
themselves? And if they do not. which are 
(lie other variables that go to make up this 
complex phenomenon called communication. 

(This article is pari of a longer study which was 
made possible by generous support from SETU, 
Centre for Social Knowledge and Action. 
Ahntedahad. Special thanks to Achyut Yugmk 
and Vmial Balasubrahmanyan for their encour¬ 
agement and support which made this study 
possible. I have also benefited from the com¬ 
ments of Varsha Bhagal. S Balaram. Hurah Sethi 
and Tndip Suhrid. I am deeply grateful in Axhnk 
Uiaudhary and his family who made it possible 
for me to interview people who had participated 
in the salt satyagraha. It is to these people, who 
shared their memories with me, to whom I am 
indebted - VaJjihaha. Makanjt Sola, Oandahen, 
Dasrihen. Bannben, Kanjihhai. Bhavsithbhai. 
Nanonhhai. Prahhubhai Patel, Sombltai Patel, 
Goxarnhhai Patel and Lrdjihhar Parmar Without 
them ihixsludy would have remained an academ¬ 
ic exercise. | 
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Indian Industrialisation: Wide-Angle View 

Kauai Nayan Kabra 

The Political Economy of Industrialisation from Seif-Reliance to Globalisation 

by Dalip S Swamy, Sage Publications, New Delhi, 1994; pp 292, Rs 275. 


THERE aronotmany detailed studies which 
explore the political economy of India's 
drive for industrialisation. Hence the present 
study with such an agenda deserves careful 
attention. As departures from narrow 
economictic approaches promise to provide 
some critical insight*, they become capable 
of contributing meaningfully to the emerging 
policy debates. Hence, to begin with we 
present a detailed overview of what we 
consider to be the main theme of the study, 
followed in the next section by a critical 
examination of some select issues. 

I 

Despite the colonial legacy of inadequate 
and lopsided industrial growth, during 1950- 
1990 India has been able to increase its 
industrial output 12 times, and with a far 
more balanced structure of output. Moreover, 
among the emerging organisational forms, 
the public sector occupies a pride of place 
(pp 192-93). Noting these achievements, the 
author shows how in an international 
comparative perspective, these achievements 
do not remain equally impressive. The author 
also notes that. “Industrial growth should 
ordinarily ha ve tempered inflation, enlarged 
jab opportunities and created tax buoyancy, 
thereby narrowing fiscal, deficit. Bui |ust the 
opposite transpired" (p 14). Recognising 
that this is “not a minor systemic disorder 
but a crisis of a structural kind" (idem), 
the author sels out in the style of “radical 
social critiques" (p 13) to “trace the path of 
industrialisation from independence to 199(1 
and to analyse tbe reasons for the failure ot the 
growth model adopted by India's planners". 

Characterising the situation as one of the 
structural crisis, which “dety conventional 
logic", the author shows that the main 
elements of the crisis emerged during the 
very first phase of industrialisation, which 
bccalU(thc)phaxe self-reliance. 1950-1965. 
Baaed ua a broad consensus among major 
contending schools on the question of 
industrialisation including the public sector 
and small scale industries (p 45) and ab 
initio controversies over the question of 
controls, Indian planners adopted the 
'Mahalanobis strategy' of heavy and basic 
capital goods based, import-substituting 
industrialisation under slieltered market 
conditions and mixed economy, with help 
from the Soviet and Socialist and the US 
capitals - the two axes of foreign influence" - 
as Swamy puts it. 

While tbe savings gap was sought to be 
ruled by foreign ‘aid’ the foodgrain* 
requirement* were hoped to be met by an 


agrarian re-organisation, failing which it 
was believed that “a judicious combination 
of price controls, state trading, and buffer 
stocks of foodgrain* could prevent 
undesirable distort ions ...“(p 64). This factor, 
along with the side-tracking of the landed 
elites in this model, led these interests “in 
alliance with the World Bank” to resist the 
central government policies. Tbe foreign 
exchange crisi s of 1958, consequent ex temal 
pressures and internal opposition caused 
sizeable shortfalls in the Second Plan targets." 
This is a practical indictmcntof the strategy 
of industrialisation” (p 71) and brought the 
Planning Commission under attack. "By 
1964. (he central planning approach was 
indeed in jeopardy” (p 71), particularly as 
"Shastri lacked commitment ax well as 
political support" (p 74). 

With the rulers increasingly turning to 
the US for hailing themselves out. India 
quieUy bade farewell to the Mahalanobis 
strategy and opted for the green revolution 
package with its massive foreign exchange 
requirements of Rs 1.754 crore over 
1966-71. Capping this with the devaluation 
of the rupee and the US reneging on ‘aid' 
promise, the first round of import 
liberalisation was inauguarated. Aftera three- 
year plan-holiday, the Fourth Plan, was 
launched with about I wo-thirds of its original 
size. External liberalisation, louse a recent 
phrase, was accompanied by relaxation of 
licensing for 41 industries and removal of 
most of the price controls (p S7). As "the 
public sector ‘the engine of industrial 
growth' -lost its steam, industries across the 
board stagnated for about a decade" (p K9). 

Wilh this began what the author calls (llie) 
phase of systemic crisis. Part two of Ihe 
book is devoted to an examination of the 
industrial slow-down (a subject of a 
celebrated debate). 1 which led to what 
Swamycalls crisis of mixed economy' and 
independent India's first brush with open 
and naked authoritarianism. 

Industrial slow-down was accompanied 
by continued growth of big business, their 
entry intoschedulc A industries, exhaustion 
of the scope of import-substitution, 
stagnation of the share of the secondary 
sector in ODP, excess capacity, "striking 
employment content", inflation, dilution of 
planning and regulation, ‘permanent’ 
increase in capital-output ratio, and shift of 
emphasis to import-led exports or export- 
led growth.” The author conclude* that 
“despite attempt* to salvage the framework 
of mixed oconooiym 1969. themwket forces 
increasingly governed industrial growth from 


1973 onward” (p 109). It is not clear what 
were the force*, prior to 1973 which, 
according to the author, determined this 
process. However, it has been maintained 
that under the impactof the foreign exchange 
crisi* of 195X and the green revolution 
package”, “the western foreign capital . 
dominated the country's big business and 
controlled tbe apex of India's industrial 
structure in tbe mid-1960s" (p 114). 

On tbe strength of this analysis, the author 
comes up with what may be considered his 
major political economy formulation. He 
says, “a major aspect of Indian reality up 
to 1965 was the development of state 
monopoly capitalism"/ leading to 
cqmpradorisation of India’s industrial class 
and the Indian state's “loss of relative 
independence (apparently enjoyed in 1948) 
from (sic)donor conuntrics” (p 115). State 
monopoly capitalism according to Swamy. 
created a new capitalist component consisting 
of various small capitalists, merchants, 
transporters who under state patronage 
prospered during tbe period 1950-65 and 
also included bureaucrats and politicians 
who dervied “rental (sic) income" in the 
course of implementing the regulatory 
policies and expanding the public sector 
(pp 115-16). According to him. the new 
capitalists were 'parasitic', who defended 
'statecapitalism' as against the 'progressive’ 
capitalists who were against stale capitalism. 
He criticises Bardhan for mixing up these 
“progressive and parasitic elements within 
the business class" (p 119). He asserts that 
“the incipient but growing contradictions 
between erstwhile ruling classes" sharpened 
over the decade 1965-75 “as the structure 
of state capitalism come into conflict with 
the newly unleashed forces of production is 
the industrial sector and later in tbe 
agricultural sector as weH" (p 120). Now. 
how does the stale monopoly capitalism’ 
of 1965 gets transformed into “ structure of 
state capitalism” during 1965-75 has not 
been explained, unless u«e author treats tbe 
two to be the same. 1 The question arises: 
have monopolies faded out. probably as a 
result ol what the author calls the growth 
of new bourgeoisie. But. then the author also 
says. “By design or default, tbe large 
industrial houses benefited more than did 
the small industrialists" from the working of 
industrial licensing (p 112).* Interes ti n gl y, 
the author consider* there contradictions to 
be 'horizontal' which remained within toe 
ambit of tbe ruling danse*" (p 12Q.rfbarin 
added), implying their absence vu-a-ws toe 
other social classes, who came fc> suffer and 
engendered a crisis of legitimacy fortoc so*. 

Since toe author has discussed toe "swiag 
to the left' after 1969. seen >c various policy 
measures, and deceleration in the rate at 
growth of assets controlled by top 20 
iodustrialbouiea^l20)ande«toanoed|ml>in- 
ettabort of licensing (p 129) whkh made toe 
bureaucratic apparatus formidable (p 126). 
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one wonders if these factors are related to 
a change over from ‘state monopoly 
capitalism' to.‘state capitalism' that is, if 
that kind of a change were possible. 

Coming to the question of indus tri al slow¬ 
down. one finds, a somewhat confused 
statement of the problem insofar as he 
describes industrial growth rate during 1951 - 
66 to be 'reasonably good’ (p 93) also con¬ 
siders it to be “losing momentum in the 
1960s” (p 94). It is well known that compar¬ 
ed to 7.2 per cent growth during 1955-60, 
the rate was 9 per cent during 1960-65 and 
declined to 3.7 percent in 1965-70 (p 108). 

Explanation of the slow-down engages 
the author attention. He asserts that 
“domestic deficiency of foodgrains” “was 
not by itself a drag on industrial growth” 
(p 95). In fact, he says, it is “not adequate 
to explain the slow-down" (p 118). But 
elsewhere one reads that food shortages 
"had become an almost absolute constraint 
on industrial growth " (p 120. emphasis 
added) and discusses two ways in which 
poor agricultural growth impinged on 
industrial growth (p 96). 

Leaving the above aside, the author relates 
the slow-down to “inability to maintain the 
tempo of investment in the public sector" 
as this factor "decisively acccntustated the 
latent (sic) effect of the growth-inhibiting 
factors" (p91) among which he counts limited 
home market. This factor being so palpable, 
and real and operative, in what sense could 
it be termed latent' is not clear. 

Public investment slow-down despite 
rising savings ratio during 1966-75; very 
appropriately been taken as an indicator of 
the fiscal crisis, and has been explained in 
terms of "rising defence expenditure and 
lack of buoyancy of government revenue 
after 1962" (p 107). Another exogenous 
factor contributing to inadequate public 
investment mentioned by the author is 
‘double-year drought' (p 118) in the mid- 
60s. Obviously, the stress on exogenous 
factors is at the cost of the factors based in 
the political economy. One such factor, 
however, has been hinted at. It is opined that 
tax evasion became rampant owing to 
“administrative laxity and high tax rates" 
and that the industries were spared 
“disaggreeable taxation". Evidently, if high 
tax rates induce tax evasion, the indusii ics 
could not have been spared "disagreeable 
taxation”: The effort to “delve into the 
political economy" of the slow-down has 
left the question of fiscal crisis largely 
unattended. 

However, the authorexaminex the js ipular 
hypothesis advanced by Bardym in terms 
of the inability of the state “to reconcile the 
conflicting objectives of tbe propertied 
classes” (p 118). He does not find this to 
be the main cause of stagnation and sticks 
tohis two exogenous variables, interestingly, 
be approvingly quotes a study which finds 
fault with Bardhan for ignoring 'labour 
aristocracy’ (perhaps a non-existent entity 
4 in India), small industrialists and middle 
farmers as pressure groups who contributed 
to the political economy of stagnation. 



The position of the author on the role qf 
bureaucracy seems ambivalent. He accuses 
Bardhan of overestimating “the autonomy 
of the bureaucracy” (p 118) after having 
himself posited that “with the extension of 
state power and growing contradiction 
between industrialists and landlord, the 
bureaucracy increasingly functioned ax 
an autonomous entity” (p 116. emphasis 
ours). While, discussing regulatory und 
developmental bureaucracies lie has 
maintained that they “forced tbe business 
community to work closely with them in 
order to obtain contracts and licences” 
(p 116). But when the authordixeussingthe 
dependence of the industrial class on the 
state calls their “parasitic dependence on the 
state” “Its bureaucratic character” (p 112). 
one is left with a doubt about what is being 
spoken of. v 

After delving into tbe political economy, 
the discussion on the course of industrial 
growth is resumed in terms of two phases 
of industrial revival during the latter half of 
the 1970s and the public expenditure, service- 
sector and imports based high rate of growth 
ofindustries during tbe 1980s. The emphasis 
in this account is on the tightening foreign 
exchange constraint added by two oil shocks 
and the thrust towards liberalisation and 
opening up, i e. globalisation and India's 
growing integration with the economics of 
the north. How this period was doited with 
inflationary spirals, worsening employment 
scenario, social unrest, political turmoils, 
increasing recouree to external borrowing, 
particularly from the IMF. Work! Bank and 
commercial lenders on increasingly onerous 
conditionalities, etc. have been described. 
The author hnngx out the story ot three 
instances exceptional borrowings from the 
I ME beginning in 1974. About the first IMF 
b< mowing the author’s assessment seems to 
be positive. He says. "It proved to he an 
opportune moment for taking the IMF lj>an 
which became the catalyst for resolving the 
prolonged economic crisis" (p 145). 

Among the developments of this period 
like centralisation of political authority, 
growth of black economy, increasingly 
favourable space to foreign capital, the author 
picks upeorruption us an especially alarming 
proportions. He says, "corruption assumed 
(lie form of an avocutioa. constituting an 
integral part of earnings like bona fide pro¬ 
fits. Itonus. dearness allowance, etc. (p 140). 
How dearness allowance can haveanclemcnt 
of corruption has not been explained. In any 
ease, elsewhere, he counts corruption as a 
'non-solution'. 

An interesting result of the emergency 
highlighted by the authtir is its favourable 
impact on industrial growth, combined with 
growing concentration and squArze on 
agricultural incomes. A novel formulation 
in the context of different approaches to 
agriculture and industry has been ad v anccd. 
“The differential market structure und 
stagnant demand forftsxlgrains by industrial 
workers frustrated the working of the ‘invi¬ 
sible hand' and instead enabled the 'illvisi¬ 
ble industrial foot', to operate” (p INI. 


emphasis ours). In any case, based on the 
sequence of industrial revival decisive role 
has been assigned to infrastructure supply 
in comparison to demand pull which is traded 
sx unimportant Recent policy changes and 
their background right up tol990constiditin 
wbatthe author call*(thc)"phs*eofindustrial 
globalisation", has been discussed in detail, 
particularly the BOP and the fiscal crisis of 
(he 1980s - the lost decade. Compared to 
the emphasis on the contradictions between 
the new and the established capitalists during 
the second phase, towards the end of the 
third phase the author finds the emergence 
of a new power balance. As the regional 
bourgeoisie grew slowly, the new power 
consists of “the growing domination of the 
class of big industrialists” in coalition with 
international bourgeoisie'’. 

The last few chapters are devoted to 
relatively recent changes in the policy regime 
towards ‘globalisation’ under the influence 
of the Brettnnwoods institutions as India 
enters what the author calls “the cycle of 
external debt structural adjustment pro¬ 
gramme (SAP) debt" which he visualises 
would continue until 1995. He highlights 
and adverse employment and social effects 
of the SAP. His own projections show (hat 
by 1994 the exchange rate of the rupee 
would depreciate to Rx 40 per US dollar! 

The btxdt concluded with an exposition of 
the author's perspective of ii new economic 
order away (ruin dependent industrialisation 
and towards a “people-oriented model of 
development”. Wiilutulsuch a reorientation, 
factors likeiheprevalenceol'llie 'systematic 
hostility of the west, the dominance of 
international capital, "the puMlIaniniity of 
the industrial class", middle clave obsession 
with wcxicm culture and intense consume¬ 
rism, etc. are likely to lead tocom|>r,k)onejluHi 
of the upper layers of the society, paving the 
way lor structural crisis serious enough to 
chart "a way lor collective suicide" (p 279). 

II 

At the riskof oversimplification, one may- 
say that the broad overview of live study 
suggests that the aulhoi relates the long¬ 
standing structural crisis of India to two 
ma|or inter connected developments with 
their numerous sectoral, socio-political and 
policy linkages: public investment slackening 
based industrial slow-down of the mhl-60s 
and the BOP, external debt and fiscal crisis 
bred capitulation lo the international capital, 
paraded as globalisation. As a result of the 
Mahalanobis strategy and the mixed cc< momy 
model, wbh.li activated liodile lorces from 
the word go. many new sti.ituof capitalists 
(the new bourgeoisie) and the bureaucracy 
came into conflict with the established 
monopoly capital paving the way t«ir socially 
non-functional and internationally 
unimpressive industrial growth, which 
transformed the goal perspective from self- 
reliance to globalisation making the external 
constraints the chief fetter on people-oriented 
development (p 272). 

In this study the bash contradiction* of 
the system .ire considered hori/onl.tl. 
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within tbe upper layen though be al«o 
says, The bottom end middle rung* of 
tociety fight one another...” (p 17). 
Numerous characterisation* such a* 'state 
monopoly capitalism’, ‘state capitalism’ 
dependent industrialisation, dependent 
bureaucratic capitalism exhibiting semi- 
feudal relations, dominance of comprador 
industrial classes rigid (oligopolistic) 
commercial and (feudal social relations), 
etc. can be found strewn across the study. 
All of them are not necessarily mutually 
consistent One finds it difficult to zero in 
on any clear formulation as depicting the 
author's position. We have also seen above 
how a dear understanding of the author’s 
position is hampered by language, style and 
logic deployed by the author. 

The issues discussed are so complex, large 
and fundamental that a review can hardly 
attempt dealing with them. However, given 
a large number of assertions, scant evidence 
and documentation, it is difficult to appreciate 
the basis and reasoning leading to many of 
the propositions, this difficulty is enhanced 
by neologisms. For instance, many intra- 
capitalist contradictions are presumed to play 
a crucial role in industrial policy and 
development. But neither any u priori 
reasoning nor any evidence for it have been 
provided. The concept and role of 
bureaucracy, as seen above, have been 
variously interpreted, particularly the 
question of its autonomy. This factor atone 
is sufficient to flaw his understanding of 
India's state processes, capacity and strength. 
This trail is perhaps a reflection of the 
ambiguity concerning the aim of the study. 
"The central aim of this study is to trace the 
path of Indian industrialisation." But it is 
expanded when it is staled, "The hook is 
about the Indian economy and focuses on 
its major problems and policies" (p 11 ).This 
isclaborafcd with ‘Tbe book traces the hiskay 
of this structural crisis and of economic 
policies since independence to show how the 
progress towards self-reliance was arrested, 
external constraint* were intensified" (p 14). 
Then, the book attempts to outline "a vision 
of a new economic order" (p 17). 

Tbe author considers "the ascendance of 
corporate prion ties" and "the ascendancy of 
central power and authority over regional 
affairs to be "the root cause” of "the 
perplexingeconotnicchaos"(p 14,emphasis 
added). Then, we read. “Fundamental 
reasons for this unimpressive economic 
performance relate to India's regional and 
social diversity and the lack of a unified 
political wilt' (p 30. emphasis added). One 
is not sure why and bow the author would 
like to tackle this ‘diversity’ as apart of bis 
vision of a ‘new economic aider’, and 
whether it it at all feasible or/and desirable. 
In any case the ‘root cause' and'fundamental 
reasons’aeem to be poles apart. In any case, 
it is difficult to see bow the’root cause’and 
'fundamental reasons' relate to the external 
factors as the 'chief fetters’ on "people- 
oriented development" (p 272). 

To take up another issue: we find that the 
period of industrial slow-down 1964-74was 


both preceded and followed by fairly 
comfortable rates of growth of industrial 
output A large tuaa ber of undcsirshie effect* 
associated with industrialisation have been 
pointedly brought out, which are capable of 
raising doubts about tbe desirability and 
efficacy of tbe concept and content of 
industrialisation Indian dirigism spawned. 
One tends to wonder would we have been 
better off if the industrial deceleration did 
not occur, or alternatively, do higher rates 
of industrial growth necessarily make us 
better off. A political economy approach 
would certainly raise quite a few questions 
about the nature and content of late-late 
fourth or fifth generation mimetic, catching 
up industrialisation. This would be so 
particularly in the light of recent questions, 
conventional industrialisation has pro¬ 
voked. 1 In our case, the global context, 
marked by various tacit and open strategies 
of decolonisation, designed to maintain tbe 
hegemony of late imperi alism and cold war. 
our size, demographic and resource- 
endowment constrains, the nature of 
prevalent technology and process of 
technology transfer, post-colonial social 
structure and newly introduced political 
institutions, etc. arequite likely, particularly 
with the advantage of hindsight, to lead to 
a serious questioning of both the desirability 
and feasibility of tbe prevalent concept and 
strategy of industrialisation. More so if one 
is a votary of people-centred development. 
Absence of such questions blurs the 
distinction between the peasant and other 
conventional studies. 

The process of identifying various social 
classes and strata resulting from large-scale 
industrial change requires a good deal of 
empirical study. This is so particularly in our 
case owing to sharp differences observcdln 
our industrial structure regarding the 
organisational forms, technological levels, 
product-mix. and varieties of labour: 
commodity and financial markets. The 
author has made use of some concept* and 
categories like the new bourgeoisie, regional 
bourgeoisie, business classes, industrial 
classes, industrial comprador class, labour 
aristocracy, middle classes, etc. Except for 
a leap of faith, it ia difficult to figure out 
their empirical, concrete counterparts. 
Similarly, tbe relationship* among these 
classes and strata, along with their 
differentiation cannot be taken axtamaticaUy. 
Their a priori or historical empirical basis 
has to be shown. 

Some pretty serious propositions made by 
the author give rite to misgivings in the 
ahsence of substantiation. Some instances 
are worth noting, (a) "Nehru rejected tbe 
worn out distinction between capitalism and 
socialism and led the way toward a new 
mixed economy" (p 16). (b)Tbcducwcion 
on the economy isfocused on non-sofcatkms: 
corruption, subsidies..." (j> 16). (c) The 
Congress under Oaadht’s leadership 
carefully orchestrated the political 
mo bi lisati on, always ensuring dm safety of 
the colonial enterprises." (p4l). (d) Tbe 
setting up of new enterprises by tbe 


government obviated the nationalisation of 
existing private enterprises" (p56)*(e)They 
(the landed elites) were under pressure to 
implement land reforms for increasing 
agricultural productions" (p 65). "We are. 
below tbe 100th rank in the world hierarchy 
of industrial nations" (p 21, quoting S Patel. 
1985). On page 23. L K ihaf 1986) is quoted, 
to say “India's ranking as an industrialised 
nation had slipped from the 10th to the 26th 
position in the world". Tbe basic point is drat 
for want of either source or substantiation, 
or on account of lack of consistency, the 
reader is unlikely to be certain about tbe 
author's position on a number of issues. A 
political economy study require* a far more 
careful!, systematic and rigorous approach 
than tbe conventional economic studies, as 
the former asks relatively btoaderquestiotu. 

Notes 

1 See. Nayyar. D (ed) (1994), Industrial GrovAh 
and Stagnation: The Debate m India, Bombay. 
Sameeksha Trust, OL'P. Nayyar, D has 
recognised that the poor performance “was 
aettheran ahemsum. aoc atetnporaty devotion 
from tbe trend but the beginning at a long¬ 
term structural problem" (p 219* 

2 Tbe author has a footnote al ttns point which 
says. This term was used by Anu Bose 
(1990)". Its implication is nut clew. 

3 Stale monopoly capitalism is takes as tbe 
combination of "tbe strength at raptatin 
monopolies with that of the sloe into a Jangle 

mechanism", while of the definitive fiemruts 
at stale capitalism us "Mate capitalist property" 
which emerges underpre-rnooupoly captialum 
ns a result of the budding of newesteiposes..." 
Voikov. MI (19X1). A Dictionary of Po&icut 
Economy, Moscow. Progress Pubbcatioas, 
pp 340 and 337. 

4 On industrial licensing, the anchor quotes tbe 
Report of the Industrial Licensing Policy 
Inquiry Committee, 1969. However, if* 
chairman has wrongly been named as R C 
Dull. His name was S Dutt. (p 2X3). 

5 Forinstaace.Coma. OscarMnaoz(1994) "The 
Process of Industrialisation: Theories, 
pjtpeneoces, ad Policies' in Suakal. O (edk 
Development from Within: Towards A 
Ntostructuralist Appro, for Laim America, 
Boulder, and London. Lvnae Reenact 
publishers. raaretmaiag that iadas toahs moa 
has to* much at its appeal’ argues a case To 
review the conceptual and practical 
foundations on which past udustnahaatioa 
strategics have been based" (p 2S7). la the 
context of the author's proposition rtgsefiag 
the trmsitioa from ttett-rrlimcc to dependent 
wdumtahsmton. Coma's cowdwwoa in hi 
reflects a stmctual t e ndency whereat ia he 
very process of cstchug-np uidnsumiinUan. 
This mduetrielMatioa model ted to a tear 
growth of import* bus so a Bower growth of 
exports, thereby intro du ci ng a Mcmd 
tendency so ran a deficit m he bates* tf 
pay men ts " (p273k Even a htniatowfy nasty 

structural imbalances are create by 
Mteaateema. *tkmaaJ970 and Ntt. 

mnctTm ' IQ* pi"ceuT to HMM 

an names". Schwab. K mi Sawfin. Claude. 

The New Bconomc Order’. Hardware! 
harness Renew, r ep ro du c ed in The Ttmei ,tf 
Aw fa, January *1. 1994. 


749 


Economic mi Political Weekly April 8.1995 



Of Nations and Violence 

MSSPmkUu 

Kachchativu and the Problems of Indian Fishermen in the Palk Bay Region 


by V Suryanarayan; T R Publications, 

THE Palk Bay, known for its rich-marine 
wealth, has become a death trap for the 
fishermen from Ramanathapunun district of 
Tamil Nadu. According to statistics published 
by Fort St George, 

Since 1983 til] end of August 1991, there 
have been 236 incidents of attack by the Sri 
Lankan Navy on Tamil Nadu fishermen. 
Three hundred and three boats have been 
attacked and 486 fishermen have been 
affected. Fifty-one boats have been 
destroyed. One hundred and thirty-five 
fishermen have been attacked and injured. 
Over fifty fishermen have been killed. Fifty- 
seven fishermen have been injured in firing 
incidents. The Sri Lankan Navy have seized 
63 motor boats and arrested 205 fishermen. 

The, situation is no different today and 
such violence continues unabated, drawing 
vocal protests from Tamil Nadu and half¬ 
hearted responses from South Block. The 
book under review traces in meticulous detail 
the history of this conflict. 

According to the author of the book, what 
is at tbe centre of this conflict is Kachchativu, 
i small island of 283 acres. The island, 
which was not long ago an indisputable part 
jf the Ramnad zamindari. had been for 
xnturies used by the local fishermen as a 
staging post to dry their nets and the catch, 
[be island also houses a Catholic church 
ledicated to St Anthony, much revered by 
uhermen. It was in 1921 that Ceylon (now 
iri Lanka) for the first time staked its claim 
>ver the island. A conference between the 
epresctltatives of Colombo and Madras 
greed that while zamindari rights of the 
laja of Ramnad would continue, the island 
ekmged to Ceylon. However, this agree¬ 
ment was not ratified by the colonial 
ffice and the question of ownership of , 
[achchativu was left unresolved. The local 
isbermcn carried on their vocation un- 
onstrained by national boundaries. 

The issue cropped up time and again in 
te post-1947India, especially after the 1967 
lection which brought a “vocal contingent 
f DMK members to the parliament". The 
•MK, supported by Praja Socialist Party, 
amyuktha Socialist Party and Jana Sangh, 
agaged in acrimonious debates in the 
sriiament and demanded that the island 
look) not be ceded to Sri Lanka as it would 
(feet the interests of the fishermen ofTamil 
i adu. As the book rightly argues “throughout 
tis period. New Delhi seemed to have 
Jopied a policy of calculated indifference." 
Kachchativu was finally ceded toSri Lanka 
1 1974. deqtite vehement protests in the 
■rUamcnt, particularly by members from 


Madras, 1994; pp 74, Rs 100. 

Tamil Nadu. Era Sezhian. then a DMK 
member of the parliament, described the 
1974 Agreement as an "unholy and 
disgraceful act of statesmanship, unworthy 
of any government”. The insensitivity of 
New Delhi towards the problems of Tamil 
Nadu fishermen is more than evident from 
tbe fact that “...the principle of equidistance 
was not insisted upon by New Delhi while 
delimiting the boundary near Kachchativu. 
In that process, the interests of Tamil Nadu 
were sacrificed" (pp 24-25). After all. for 
Indira Gandhi, Kachchativu was “a sheer 
rock with no strategic importance". 

Significantly, the book details how the 
provisions in the 1974 Agreement, which 
safeguarded the interests of the fishermen, 
were unceremoniously surrendered by New 
Delhi within two years. Referring to the 
1974 Agreement, the book notes. “Although 
the island was ceded to Sri Lanka, the 
agreement safeguarded the rights of Indian 
fishermen and pilgrims to visit the island in 
the same manner as they had been doing 
before... The agreement also provided that 
the vessels of both countries would enjoy 
in each other's waters such rights as they 
had traditionally enjoyed" (p 23). This was 
ensured by Article 5 of the Agreement as 
well as by Swaran Singh's statement ill the 
parliament. The 1974 Agreement was 
superseded by the Exchange of Letters 
between the two countries in 1976. which 
among other things, demarcated the 
boundaries in the Gulf of Mannar. According 
to Paragraph 1 of Exchange of Letters, “The 
fishing vessels and fishermen of India shall 
not engage in fishing in the historic waters, 
the territorial sea and the exclusive econom ic 
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zone of Sri Lanka...” This sealed tbe faje of 
the fishermen of Ramaoathapuram. 
Unfortunately, the Agreement of 1976 did 
not evoke any protest. It was of course tbe 
period of Emergency, when protest was a 
dirty word. 

Based on elaborate documentation, the 
book sums up the problem of Palk Bay thus: 
“Thc root cause of the present tension is a 
conflict of interests. On the one side are the 
governments of New Delhi and Colombo, 
who, in tbe name of good neighbourly 
relations, concluded the maritime agreements 
of 1974 and 1976, which ceded tbe island 
of Kachchativu to Sri Lanka. On tbe opposite 
side are the Indian fishermen, who will not 
easily give up a means of livelihood they 
have enjoyed for several centuries" (p 4). 
In other words, as the book effectively 
demonstrates, it is a clash between conflicting 
notions of territoriality - one based on 
territorial nationalism and the other, on right 
to livelihood. Ax the book puts it, “The 
fishermen of the region are no respecters of 
the international boundary, which they view 
as a post-independence phenomenon. They 
move to any area where fish arc available 
in plenty... No wonder then, the Indian 
fishermen consider the whole of Palk Straits 
their natural habitat. It is interesting to note 
that the Sri Lankan fishermen poach in the 
Arabian sea; some of them move furfccr west, 
enter Maldivian waters to catch tuna” (p 4). 

In concluding the book, the author suggests 
that the government of India should “get 
Kachchativu and adjacent seas on ’lease in 
perpetuity' solely for fishing, drying of nets 
and pilgrimage.” Thus, “Sri Lanka's 
sovereignty over Kachchativu could be 
upheld; at the same time, 'lease in perpetuity’ 
would enable the Tamil Nadu fishermen to 
carry on their vocation as they have done 
for several centuries" (p 39). He cites Tin 
Bigha as a precedence. This is indeed a 
pragmatic solution. Then, it is a pragmatism 
which endorses territorial nationalism rather 
than based on a critique of it. 
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" _ . SPECIAL ARTICLES 

Radical Histories and Question of 
Enlightenment Rationalism 

Some Recent Critiques of Subaltern Studies 

Dtpesh dukrabnrty 

Maintaining a critical position with respect to the legacies of the European Enlightenment does not entail a wholesale 
rejection of the tradition of rational argumentation. The author seeks to demonstrate, in the first part of this note, how 
a certain form of hyper-rationalism characteristic of colonial modernity has impaired Indian marxists' capacity to engage 
with ‘religion ’ (something without which India cannot he imagined). The second pan of the note argues how colonial histories 
are panicularly helpful in making visible what is sometimes called 'the unreasonable origins of reason’. And the final 
section endeavours to show - without attempting a generaI defence of post-structuralism - why post-structuralist and 
deconstructionisi philosophies are useful in developing approaches suited to studying subaltern histories under conditions 


of colonial modernities. 

Yes. I know all that. I should he modem. 
Marry again. See strippers at the Tease. 
Touch Africa. Go to the movies. 

Impale a ux-inch spider 
under a lens. Join the Test- 
ban, or become The Outsider. 

Or pay to shake my fist 

(orwhalever-you-call-it ) at a psychoanalyst. 

And when I hunt 

I should smile, dry-eyed. 

and nurse martinis like the Marginal Man 

But. surry. I cannot unlearn 

conventions of despair. 

They have their pride. 

1 must seek and will find 
my particular hell only in my hindu mind: 
must translate and turn 
till I blister and roast... 

-A K Ramanujan, 'Conventions of 
Despair' in Selected Poems, Delhi, 1976. 

SUBALTERN STUDIES, the Gramsct- 
inspircd series on Indian history that became 
influential in the 1980s. has recently come 
in for a substantial amount of hostile criticism. 
particularly in India, on the ground that it 
has gone reactionary.' Why? Because, comes 
the answer, the mantis t critique of capitalism 
that informed the earlier volumes in the 
series has now been replaced - under the 
baleful influence of dcconstructivc, post- 
structuralist and postmodernist philosophy, 
it it said - by a critique of the rationalism 
that marked the European Enlightenment. 
Since marxism is inconceivable except as a 
legatee of this rationalist tradition, a critique 
of this nature must be. at least implicitly, a 
critique of marxism as well. And is not that 
dangerous, it is asked, in a situation in India 
where the rise of a ‘religious' and aggressive 
Hindu right demands, if anything, an ever¬ 
more vigilant attention to the secular goals 
of class-struggle, democracy and socialism? 


In a recent essay on (he ‘fascist' nature 
of the Hindu right, the eminent Indian left- 
wing historian. Sumit Sarkar. spells out why 
a critique of Enlightenment rationalism is 
dangerous in India today. His propositions 
could be arranged as follows: (I) ‘Fascist 
ideology in Europe ...owed something to a 
generaltum of-the-century move away from 
what were fell to he the sterile rigidities of 
Enlightenment rationalism': (2) '[N|ot 
dissimilar ideas have become current 
intellectual coin in the west, and by extension 
they have started to influence Indian 
academic life’. (3) That these 'current 
academic fashions' (Sarkar mentions 
‘postmodernism’) ‘can reduce the resistance 
of intellectuals to the ideas of Hindutva 
(Hindu-ness) has already become evident'. 
Examples: ‘The “critique of colonial 
discourse" ...has stimulated forms of 
iiHligcnis/n not easy to distinguish front the 
standard Sangh parivar argument...that 
Hindutva is superior to Islam and Christia¬ 
nity (and by extension to the creations of 
the modern west like science, democracy or 
marxism) because of its allegedly unique 
roots'. Sarkar warns that 'jajn uncritical cult 
of the 'popular' or 'subaltern', particularly 
when combined with the rejection of 
Enlightenment rationalism... can lead even 
radical historians down strange paths' that, 
for Sarkar. bear 'ominous' resemblance to 
Mussolini's condemnation of the 
'teleological' idea of progress and toHttkr’s 
exaltation of the German volk over "treir 
splitting intelligence” [Sarkar 1993:164-65). 
Oautam Bhadra and myself, identified by 
Sarkar as two 'members of the Subaltern 
.vWiereditorial team'. are Satkv't example* 
oThistorians who have been )od down’strmgc 
paths' by their ‘uncritical’ adulation of the 
subaltern and by their 'rejection of 
Enlightenment rationalism’ (Sarkar 
1992:167). Sarkar stop* short of calling us 


‘fascist’ - we still qualify for the label 
'radical' - but one can sec that things may 
change.' 

Tom Brass, in a review article on Gy an 
Prakash (Prakash has since joined the 
Subaltern Studies collective) work, and the 
respected civil liberties acti vist K Baiagopal. 
in an essay on the dangers of neo-Hinduism, 
express similar misgivings. The charge 
appears in a summary form in Brass's piece: 
The real importance of postmodernism lies 
m its theoretical impact on political practice: 
it forbids socialism, encourages bourgeois 
democracy and allows fascism' (Brass 
1993:1165). Misquoting Gramsci (and 
thereby Romain Rolland). Brass accuses 
postmodernism (and hi* other phobias) of 
having distorted Gramsci • 
postmodernism, popular culture and 
rest stance theory have all confbiiied to invert/ 
subvert the ftmous dictum of Gramsci {here 
Brass manages to gel the quote wrong in 
spile of referring to .** right pages in the 
Prison Notebooks] about the nature of 
political action: instead of pessimism of Ac 
spirit and optimism of the will, they now 
license optimism of the spurt and pessimism 
of the will’.(Brass 1993: 1165). 

K Baiagopal's blames 'postmodernists' 
and ‘subaheraist*’ alleged rejection of Mm 
possibility of ‘objective’ analysis for Am 
inadequacies of Left resistance to the fascubc 
Hindutva push: 

Having noted in more than sufficient detail 
(hewritcs)lhe situ commit tod by tcuriarirtx, 
it is time now to took at matters o bj e c tivel y, 
however, dufoou* that task may seem to das 
subaltern theorists and the portmoderaMs 
whose current preponde ra nce amo n g the 
progressive intelligentsia ir one reason ..Joe 
the latter’s hop e lessly iandwpmie resp ons e 
to the buUdonag of Hindutva. [ BnUgopri 
1993:790). 

The agenda, according to him. is Ant of 
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fighting for 'equality and justice at all levels’ 
and ‘to create a real unity of alt oppressed 
people’. This is what he sees thwarted by 
both 'seemingly down-to-earth and 
untheoretical Gaiidbians’ as well as the 
‘incomprehensible post-modernists’ whose 
resulting attitude of ‘theoretical and political 
flippancy is doing alot of damage’ [Balagopal 
1993:793}. 

The accusations are not unique to the 
Indian situation. Readers may be reminded 
of Christopher Norris’ The Truth of Post¬ 
modernism, which argues that postmoder¬ 
nist critiques of ‘universalisnT and 
‘Enlightenment rationalism’ preach ineffect 
a form cultural relativism which is at least 
politically irresponsible when it is not 
downwright dangerous |Noms 1993). Our 
critics are seldom as well-read in post¬ 
structuralist philosophy as Norris, but the 
sentiment they express is the same. For a 
historian, (he advantage in discussing the 
Indian or South Asianist critics is that their 
accusation is levelled against historians, 
thus allowing me an opportunity to discuss 
why maintaining a critical relationship to 
Enlightenment rationalism may he of 
value in developing a third world historio¬ 
graphy. So in the rest of this essay. 1 will 
engage these critics and their criticisms, 
focusing in particular on Sarkar. not only 
because his is the most elaborate of the 
three statements at hand but also because 
bis criticisms repudiate his own earlier 
involvement with the project of Subaltern 
Studies. Sarkar, in other words, belongs to 
the same tradition of historiography 
from which Subaltern Studiesha* e vol ved, 
the tradition of marxist history-writing in 
the subcontinent. This conversation, in 
many ways, is with that tradition. But it 
also concerns a larger criticism now being 
made of post-structuralism generally. 

As this essay itself will, I hope, make 
clear, maintaining a critical position with 
respect to the legacies of the European 
Enlightenment, does not entail a wholesale 
rejection of the tradition of rational 
argumentation. My procedure here will be 
grounded in that tradition while being critical 
of it. My argument will be presented in three 
parts. In the first segment, I will seek to 
demonstrate bow a certain form byper- 
rationalism characteristic of colonial 
modernity has impaired Indian marxists’ 
capacity to engage with ‘religion’ 
(something without which India cannot be 
imagined). The second section will argue 
how colonial histories are particularly 
useful in making visible what is sometimes 
called’the unreasonable origins of reason’. 
And the final section will endeavour to 
show - without in any way attempting a 
general defence of post-struct miism-why 
post-structuralist and deconstroctionist 
philosophies are useful in developing 
approaches suited to studying subaltern 


histories under conditions of colonial 
modernities. 

1 

Hyper-Ration atom of Colonial 
Modern 

My argument here is simple and 1 will 
basically use some material from Bengali 
history and historiography - traditions I 
share with Sarkar - to make my points. My 
contention is that scientific rationalism or 
the spirit of scientific enquiry, was introduced 
into colonial India from the very beginning 
as an antidote to(lndian)religion. particularly 
Hinduism, which was seen, both by 
missionaries as well as by administrators - 
and in spite of the Orientalists - as a bundle 
of ‘superstition’ and ‘magic’. Hinduism, 
wrote the Scottish missionary Alexander 
Duff in 1839, is ‘a stupendous system of 
error’ {l-ainl 1972:207). Indeed, the paradox 
of early European-founded schools in Bengal 
being more ‘liberal’ and ‘secular’ in their 
curricula than their counterparts in England 
is resolved hy the fact that the missionaries 
did not perceive much con trad iction between 
'rationalism' andtheprecvptsofChristianiiy 
and assumed that an awakening to reason, 
rather than the more provocative strategy of 
direct conversion, would itself lead to the 
undermining of the superstitions that made 
up Hinduism. As Michael Laird writes of 
the period: 

Apart from a genuine desire to advance 
learning for its own sake, the missionaries 
also believed that western science would 
undermine belief in the Hindu scriptures; 
the new geography, lor example, could hardly 
be reconciled with the Puranas. ...[They] 
thus acted as instigators of an intellectual 
awakening, or even revolution ...(and their) 
schools were obvious agents of such a 
Christian Enlightenment. There is 
incidentally an instructive contrast with 
contemporary England, where the wide 
curriculum that was beginning to appear in 
Bengal was still very unusual in elementary 
schools (Laird 1992:86-87). 

Even the very act of mastering English, 
wrote Alexander Duff, must make ‘the 
student ..Jen-foldless thcchildaf Pantheism, 
idolatry and superstition than before’| Laird 
1992:207-081. ‘ 

It is this simultaneous coding of (western) 
‘knowledge’ itself as rational and Hinduism 
as something that was both a ’religion’ as 
well as a bundle of superstitions, that 
launched the career of a certain kind of 
colonial hyper-rationalism among Indian 
intellectuals who self-consciously feme to 
regard themselves as ‘modern’. Of coarse, 
there have been important Indian intrilcchfls 
both before the British rule and after - the 
19th century reformers like Rammoban Roy 
and Swami Dayanand Saraswati or even the 
nationalist scientist J C Base would fail in 


this category - who strove, not unlike mt 
intellectuals In European history, to devel 
dialogues between the scientifioratroni 
and the ‘religious-spiritual’ .* But we are; 
to work out bow these heritages hr 
influenced the nature of modem academ 
knowledge-formations in India, tn its se 
image, modem Indian secular scbolarxhi 
particularly the strands that flowed in 
marxist social history-writing, not on 
partakes of the social sciences' view of t 1 
world as ‘disenchanted’, it even displa' 
antipathy to anything that smacks of d 
'religious’. A certain kind of intellectu 
bankruptcy, a paralysis of imagination, at 
a certain spell of reductionism have oftc 
attended attempts by Indian marxist scbola 
to understand religious practices. The blig 
that this has produced in the intellectu 
landscape of a country whose people ha' 
never shown any sense of embarrassme 
about being able to imagine the 'supematura 
in a variety of forms, is only matched ! 
the marginalisation of the marx ist left in tl 
struggles that constitute everyday lives i 
India. 

To be sure, these developments in lnd 
shared something of the spirit of the 1 Si 
century Enlightenment in Europe totheextei 
that the Enlightenment, for all its intern, 
diversity, ‘meant repudiation of the irration 
and the superstitious’|Behrens 1985:26). (. 
as a historian of the Enlightenment has pi 
it: 

Insular as it was concerned with social an 
political questions, the 18th cenlur 
Enlightenment ...produced a great varicl 
of mutually incompatible ideas. ...For a 
this, nevertheless, there were pointsonwhk 
people with any claim to being eniiglenc 
were agreed in every country. Particular! 
Enlightenment meant the repudiation of If 
irrational and the superstitious. ... To t 
superstitious was to believe in th 
supernatural (Behrens 1985:26). 

Thus, while it is true that historians tods 
are more sensitised to the diversity withi 
the Enlightenment, what propagated iue 
among modem Indian intellectuals w 
something like - to take Preserved Smith' 
expression somewhat out of context - ‘th 
propaganda of Reason’ which equated. ‘ 
indeed did Smith in his own book on : 
Enlightenment, ‘modernity* with th 
possession of ‘scientific outlook’ an 
‘ignorance’ with superstition' (Smit 
1966:117], The resulting predicament ft 
the Hindu modem was two-fold: (a) * 
intellectual possessing a self-definc 
‘scientific rationality' never made a dir 
tinction - unlike, say, practicing India 
scientists who have often, without an 
apparent difficulty, separated their ow 
beliefs from the philosophical assumpbot 
of their professional knowledge-systems, 
that it is possible for even a theoretic) 
physicist to aaakatas gam some miracle 
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ring' holy man - between 'science a* 
ode' lad 'science as a collection of *o 
• efficacious technique*’, while (b) at 
lime time it proved impossible, in spite 
tune notable attempt*, to align Hindu 
:ticca, the mainstream pantheon of god* 
goddesses, with Christian Enligblen- 
»l. J It. therefore, always remained 
ibk, given the nature of the Hindu deities 
x them a* so many manifestations of 
if in the magical. 

'hy this came to be so is a long, involved, 
on the whole an un re searched story. But 
analytical frameworks derived from the 
cies of the European modernity create 
iculiar split in our self-recognition or 
-representation, can be easily shown, 
.e. for instance, the model of the 
xtomous. individual subject without 
;h the idea of individual rights cannot 
bought. The idea and the language of 
its - have been of undoubted utility in 
ultitude of struggles in India - so much 
iat it would be silly to regard them as 
ny sense foreign. Yet. what is their 
tionship to the ideals of (lie extended 
ily or kinship wliicli also mould us as 
eels in India? (To avoid unnecessary 
imentation. however. I should make it 
r that I am not reproducing here an 
ended vs nuclear family - argument, t )n 
(round, many extended families aie as 
tble as many nuclear families. Noi am 
ggesting any exsenliulislit easl/wcst 
notion*, for quite a lew ol my 'western' 
ids live in or practice vcrsionsol extended 
drip.) The question usually goes 
.swered in Indian history when ii is not 
i through sonic version of the sterile 
dition/modernily dichotomy An 
anceofthc historiographical silencc-lli.il 
frameworks produce could lie the 
xwienon of friendship. We have as yet 
(searched historic* of modern friendships 
dia. but surely it would not be surprising 
turned out that kinship derived models 
lersiHlIiood and sociality have been 
cincly influential in live formation of the 
li vc bonds we nowdevehip ui Hut of ieaii- 
ved public spaces and institution* such 
le scltooi. university and the office (not 
teak rtl file political pally). * 

similar point can be made uboul the so¬ 
ld religious as u cotncs into our lives 
shapes the structures of our perception 
lition and affect. A large range ol our 
isures. desires, emotions and 
irsiaiulmg of what constitutes the social 
luding the family) have ihc religious 
t into llicin at least as collectively 
liscd ritual*. HowelsecoulJ J - and hei e 
llbcrately speak autobiographically, as 
ilc. Bengali. (Hindu)»«<MIrr-Ii«f marxist 
aime kind!) - have emotional access to 
mmun and other relations conjured up 
niddlc class versions of) the Raunhonti 
(hchMialrfuirtilii. in ‘medievar Bengali 


literature about minor gods and goddesses, 
in Vai*ha*va stories and song* about Kadha 
and Krishna, in the puranic legend* about 
Durga and Kali, in the mystical songs of 
'hauls* and 'fakirs'? What makes it possible 
for me (and many others) still to he moved 
by nationalist song* of Mukundada*. Tagore, 
D L Roy, Atulprasad Sen. Nu/rul Islam that 
directly drawon dharma’/kirulup to provide 
a sense of the nalion/communily? It is 
obviously because tile process of becoming 
'modem' in the Bengali context never left 
these things out so that my desires, emotions, 
aestlietics and even my sense of what it 
means to be a person were never trained 
simply in the light of world-view dial was 
|u*l liberal or 'secular' (in ihc sense of 
'godlcssncss' in which (his word is used in 
India). 

The pnihlcm is not the so-called alienation 
of the secular intellectual in India from its 
’religious' elements. The Hindu right often 
makes this criticism of the people on the left 
and Sarkar is quite right to reject it [Sarkar 
19931. Tlie problem is rather that we do not 
have analytical categories in academic 
discourse (hat dojusticc to the real, everyday 
and multiple 'connections' we have lo what 
we. in becoming modem, have come to see 
as 'non-iaiional' Tradilion/modcmity 
’ralional/non-rational' 'intcllectual/cmotion' 
these untenable and problematic binaries 
have haunted our self-representations in 
social science language since the !9th 
century. Andrew Sarlori'* work on (he i 9th 
century Bengali orientalist and Indologist 
Kaiendralal Miira lias recently drawn our 
addition lotlus pioblcni. As Sarlori shows. 
Ilie spill between the analytic and die affective 
is somcllung ilsell produced by the colonial 
discourse and marks lor ever the speech of 
the colonial intellectual. Sarlori has given 
Us a telling example ol this phenomenon 
from the Iasi century He qut■les Kaiendralal 
Mitia writing, in the early 1K70*. on die 
custom ol hliss.1 sacrifice ui .mcieiil India, 
a practice die (fnenlalisi in linn would have 
lio doubt seen as barbaric and uncivilised. 
However, tills JIKICMI practice wjs in no 
sense antiquated ill Miira's own limes As 
ihc- billowing quotation shows. Mura had 
had some personal exposure to it. Yet notice 
how hccalcgoriscs Ins own. lived connect ion 
to the ritual as pail of Ills 'affective rather 
Ilian the 'rational' or reasoning self. At the 
end of his essay disc ussing the custom. Miira 
writes in a memorable passage 

llv ottering ol one's hlwsl to the goddess 
|Knli| is a medieval and modem rue . I he 
Inst tune I saw the eeivtuony was ox years 
ago |when.’|. when tuy late reveled parent, 
tottering with age. made the ollenng lot my 
recovery Irorn a dangerous and long- 
protracted attackolpleunsy Whatevertnay 
be thought of it by per*** brought up under 
a creed dillerent I root that of the Indo- 
Arvans. I cannot recall to memory the tact 


without feeling the deepest emotion Jot the 
boundless affection which prompted it 
(emphasis added) 4 . 

This strong, opposition between the 
rational and the affective, or between reason 
and emotion, characteristic of our colonial 
hyper-rationalism, ha* generally afflicted 
Indian marxist historians' attempt to 
understand the place of (tie 'religious' in 
Indian public and political life. Since my 
polemic at this point is especially directed 
lo Sarkar’* critique of Subaltern Studies. I 
will begin with him. with his own study 
of tlie Swadeshi |Swadeshi a one's own 
land) movement that broke out in Bengal 
around (he year 1905 when the British, in 
an imperious and high-handed manner, 
decided to split Bengal into two halves and 
thus endanger the modem (Hindu) Bengali 
identity. Sarkar’* book. The Swadeshi 
Movement in Bengal, a study of the nationalist 
resistance against this piece of British 
imperial ism. is undoubtedly one of the most 
important monographs of modem Indian 
history. Erudite and enormously well- 
documented as it i*. this 'marxist' piece of 
Indian history scrupulously steers clear of 
any formulaic approach. Yet there is a 
remarkable failure of the intellect in this 
hookcvcryliinc it isaquestionof interpreting 
isr explaining the role 'religion' played in 
(Jus political movement which did more than 
any other phase in modem Bengali history 
to bring to life and imm>>rtalise. for both 
Muslim* and Hindus, the image ol' Bengal 
as a mother-goddess demanding love and 
sacrifice from her cl' .ldren. 

Tilts was a movement, as Sarkar himself 
so caiL-lutly documents, absolutely full of 
Hindu-religious M-nUmcnU and imagination. 
But notice liow Sarkar. while he i* willing 
lo grant that a modem political movement 
may have lo use 'religion' as a means to a 
political end (and |iarttcularly *o in a peasant 
society), disapproves ol moments when, for 
the historic al actors mvotved. religion looked 
like becoming 'an end in itself. He write*: 

...what seems indisputable is that the other- 
worldli pull of religion tended to assert 
itself particularly al moments of strain and 
frustration. Religion cultivated at firm as a 
means to the end of mass contact mud 
stimulation n/ morale, could ail loo easily 
hex i our on end in it'df The process of 
inversion i< reflected dearly m Aurobiado's 
[a nationalist leader) famous Unarpara 
speech... "I spoke once before with flu* 
force to me and 1 said then that flu* movement 
i* not a political movement and that 
nationalism is not politics but a religion. a 
creed, a faith. I say it again today, tun I pM 
if ta another way. I say no loafer that 
nationalism is a creed, a rckgtoa. a faak. 
I say that ft is the Sa ii a tan Ohanua which 
for us is wdtonaiism I Sarkar 1977.316; 
emphasis added | 

So rc-ligreui a* a 'means' is acceptable, but 
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religion as ‘an end in itself is not. For Sarkar. 
the marxist historian, (he question never 
arises as to whether a 'religious sensibility 
could also use a political structure and 
vocabulary as a means to a (religious) end 
(forthat indeed is the burden of Aumbindo's 
speech from which Sarkarseems to have his 
ear turned away). 

Why docs this happen? Why docs one of 
our most capable and knowledgeable 
historians fail to give us any insight into 
moments in the history of our political and 
public life when religious sentiments 
presented themselves as their own end and 
not as means to some end defined by a 
European political philosophy, however, 
much some Indians may have made this 
philosophy their own? It is because history 
for Sarkar is a perpetual struggle between 
the forces of ‘reason’ and 'humanism' on 
the one side and those ot ‘emotion and faith' 
on Ihc other, and we are left in no doubt as 
to which side Sarkar himself is on. Of the 
Swadeshi movement he writes in a manner 
that also disclose* to us his view of this 
‘ideological battleground' on which he 
positions himself: 

[Anj ...important ...theme [of the Swadeshi 
movement! is the ideological conflict 
between modernism and traditionalism - 
between an altitude which broadly speaking 
demands social reforms, tnes to evaluate 
things and ideas by the criteria of reason and 
present-day utility, and bases itselt on a 
humanism seeking to transcend limits ot 
caste and religion; and a logically opposite 
trend which defends and justifies existing 
social mores in the name of immemorial 
tradition and the glorious past, and which 
tends to substitute emotion and faith for 
reason (Sarkar 1*177:241. 

What else is this but an unreflexive 
(restatement of the struggle of the 
Enlightenment with Superstition"? ‘Reason 
and truth' on the side of democracy and 
humanism, and ‘faith’ - a ‘tissue of 
superstitions, prejudices and errors', a* a 
famous philosopher of the Enlightenment 
pul it - on the side of tyranny (Hegel 
1977:330], This conflict, for Sarkar. 
structures the whole narrative of Bengali 
modernity. He traces it “right through the 
19th century from the days of the Aimiya 
Sabha and the Dharma Sabha 11820s|” and 
secs it “continufing) at the heart of the 
Swadeshi movement just as in the (Bengal j 
‘renaissance’ which bad preceded and 
prepared the way ftir it”. 

Insofar as (he s wade* hi age saw a determined 
(hough not entirely successful effort to give 
the national movement a solid mass basis, 
the period can be regarded as a sort of test 
fur the relevance of these oppoaedideoiogj cal 
trends in the wort of national awakening 
(Sarkar 1977:34-35], 

This is Enlightenment rationalism indeed, 
but now (rcjvtxitiftg the history of the 
colonised as a modernist dogma and 1 wreaking 


intellectual havoc in its trail, barker's failure 
to give us any insights into the 'religious' 
(hut constantly erupts into the political in 
Indian modernity is not a personal failure. 
It is failure of hyper-rattonalixm. a failure 
that marks die intellect of the colonial 
modem, ft occurs within a paradigm that 
secs ‘science’ and ‘religion’ as ultimately, 
and irrevocably, opposed to each other. 

This dogmatism is an old and even 
respectable part of the history of Bengali 
‘secularism'. I will provide two examples 
to give the reader some idea of the intellectual 
tradition that Sarkar and I have both inherited 
and against which, in part, we have to 
struggle. In 1949. some leading Bengali 
academic-intellectuals of left-liherni 
persuasion organised a series of lectures in 
Calcutta to discuss the question of Indian 
modernity. The lectures were published in 
1950 by the Left Book Club as a book. 
Modem Axe tind India. The essays collected 
in Modem A ge and India reflected an impli¬ 
cit consensus among the contributors as 
to what ‘modernity’ was. They agreed. (1) 
modernity, apart from the differences 
imposed by dilTerent national histories, was 
universally the same all over the world (a 
view most powerfully expressed by Nirmul 
Bhattachatya pp 242-43); (2) that ’the 

Modem Age all over the world undcniably 
stemfmed] from modem European history’ 
(Tripurari Chakravarti. p 13): (3) that *|t|hc 
most glorious characteristic of the spirit of 
the modem age | was] its emancipation from 
dogmas. ..(which) ha(d] marked the ceaseless 
pursuit of scientific knowledge in modern 
times' (these arc the very opening sentences 
of the book written by Nurcsh Chandra 
Sen Gupta, p 1); (4) that science itself was 
value-neutral. 'cxempli(ic(d) how man 
ha|d( tamed the forces of nature', and 
science ’(was) obliged to oppose religion 
uncompromisingly’ whenever religion 
‘|spoke| about things of this earth’ 
(Sutyundranuth Bose, pp 144 and I4X): and 
(5) that a central meaning of modernity lay 
in the theme of cmanciputkm/freedom (a 
topic discussed in most chapters of this 
book). To be fair, the celebration of science 
in this btxik was not totally devoid of any 
critical spirit. Writing in the shadows of the 
first atom bomb, .several of our authors 
warned about the evil consequences that 
could follow from (be unlimited nature' of 
the power that "science’ could offer 
humankind (see in particular the contri¬ 
butions by Satycndranath Bose and 
Nareshchandra Sen Gupta). They also made 
some pertinent criticisms of contemporary 
political leadership in India. But the faith 
in the capacity of ‘scientific spirit' to deli ver 
Ihc humankind from their problems, runs 
intact through these essays. M N Roy. (he 
cnmmunist-tumcd-radical-humanist. who 
also contributed to this volume, even argued 
that the tenets of ’modernity' were hut 
theoretical expressions of what were ‘natural 


instincts' in human beings anyway. Roy 
even extended part of the argument to 
animals!* 

Modem Age and India was the voice of 
a generation now mostly gone - optimistic, 
in love with the vision of a modernised, 
democratic Indio, and sure in its belief that 
what was opposed to scientific rationality 
could only be characterised as ‘dogma’. 
Certain things had changed by the 1960s and 
the 1970s when Sarkar wrote The Swadeshi 
Movement. Fra- Sarkar and his colleagues 
who were our intellectual mentors in a shared 
Calcutta, the optimism of the 1950s had 
been extinguished. Indian capitalism itself 
had put an end to that. But the colonial 
hyper-rationalism which opposed ‘reason’ 
to ‘faith’ remained. The 1970s marxist 
critique of colonial India argued, ax one 
respected historian put it. ‘|a|lien rule and 
modernity are never compatible’, and 
deduced therefore that what India had 
received as a legacy of Uic colonial period 
could only be characterised as ‘enclaves’ of 
modernity: 

there were indeed variance* in western 
European early modem developments ...on 
a comparative scale. Yet each particular 
pattern in western Europe was clearer and 
more spontaneous, and where foreign 
interference could he resisted, more secular 
and rutional than condition? in the previous 
period... What is normally described as 
modernity represents the superstructure of 
a given culture, whose economic base is the 
emergence of capitalism. It is unrealistic to 
define a superstructure without its base, to 
expect the fruits of modernity without the 
uneven development and hard-headed 
exploitative practices of a European 
modernity which often (in places like India] 
came to terms with feudal remnants... and 
which took to colonialism fur maintaining 
progress in its capitalist development 
[lie 1976:123-24; emphasis added]. 

This reference to base and superstructure 
was representative of what would have passed 
for ‘common sense' in Indian marxist 
historiography of the 1970s. For the purpose 
of this discussion, however. I wish to 
highlight what this statement, admittedly 
shorn of the optimism of the 1950s. shares 
with the latter: a common understanding of 
what it meant to be modem. True, modernity 
horn in Europe had been productive of 
colonialism in India, hut it still had a 
discernible ‘progressive content ’ which was 
‘diluted’ in the colony because of under¬ 
development (remember that this wax (lie 
period also of dependency theory'). Thi* 
'pmgressi ve content’ had in part to do with 
‘rational outlook'.the 'spirit of science‘and 
’free enquiry’, etc. ‘(!]l is possible’, wrote 
Banin De in concluding bis piece, ‘that some 
future historians ...might put the 19th and 
early 20th centuries at the end of a medieval 
period of nitwit ahuy.imteadof the beginning 
of the modem period, which still awaits u* 
in the third world’ (De 1976:121-1251 



Modernity still await* u*\ thin in tin? 
refrain of the hyper-rational colonial modem. 
Why would modernity still await u* in India, 
more than 200year* after it won introduced 
by European imperialism? How long does 
it lake for an Indian to become modem'.' A 
■full-fledged modernity ’. as the idea is used 
in these texts, is by definition something 
good. It embodies the fullness of everything 
-of prosperity, of rationalism. It cannot ever 
be what we have got is all we have got. What 
we have is only a bad version of what is tn- 
ilself good. We have not yel arrived. We 
look faulty though it is nol our fault. The 
blame lies with coloniulism. Colonialism 
stopped us from being fully modem. Scholars 
will repeat Barun De’s lament: we are 
incompletely modem. Sumit Sarkar wil I open 
his book Modem India, published a decade 
after Barun's De’s essay, on this elegiac 
note: India’s is a story of a 'bourgeois 
modernity' that is 'grievously incomplete'. 
The mourning will speak through Susie Thant 
and K Lalitha’s impressive and sensitively- 
edited collection Women Writing in India: 
600 BC to the Early 20th Century: 
Scholars who have questioned ...a linear or 
progressive understanding of history claim 
that the liberal ideals of reformers |of 
women's conditions! could not have been 
realised under the economic and political 
conditions of colonial mle.and warn against 
applying such simple, linear narratives ol 
progress lo the study of nineteenth century 
India. What appears as retrogressive in 
nationalism was not aconservalivc backlash, 
hut the logical limits of letonnisl programmes 
in a colonial situation lhat would never, as 
Sumil Sarkar writes, allow more than a "weak 
and distorted" caricature ol "lull blooded" 
bourgeois modernity, either lot women or 
for men [Thara and l-alilhu 199|:IX4|* 

Docs it now become clear as u> why it 
might he useful for us. intellectuals ol a 
colonial formation lomiintam a critical watch 
on the history of (European) reason" Why 
it might be helpful to see that the 
Enlightenment's story of the struggle ol 
'science-rationalism' versus 'faith-religion' 
can he repeated in Indiu only as an example 
of bad translation? For both the sides of the 
equation are violated in translating them 
across toour past and present practices. The 
history of «»ur hyper-rationalism is not the 
same as that of Enlightenment rationalism, 
and the practices that we gather under the 
name 'religion' do not repeat the history of 
that European category of thought. I accept 
that in today’s world such translations are 
unavoidable and often needed. But we need 
to recognise them for what are: they are 
mistranslations, no matter how much we 
need them in pursuing our multifarious 
conflicts of mtereatx It may precisely be an 
irony of our modernity that wc are constantly 
called upon to believe in what only requires 
•o be performed, to treat a bad translation 
a*though it was a perfectly adequate one. 


that k to say. to be what we also are not. 
This is not a question of having lo dissemble 
or simulate, h is rather a question of having 
to Jive poorly, in and us bad translations. 

To move from the register of lament to 
that of irony: that is tbc shift produced by 
an attitude of incredulity towards the 
metanarrstives of the European Enlighten¬ 
ment. But that is only the first step though 
it prepares us for opening up our histories 
to oilier possibilities, some of which I will 
consider in the final section of this essay. 

II 

Unreasonable Orijdas of Reason 

Salman Rushdie's Midnight's Child ten 
contains a sub-plot which illustrates how the 
problem ol ‘force’ or 'coercion’ may arise 
in the conversation between the so-called 
'modern' and the 'non-modem'. ami indeed 
how strategies of domination emerge as a 
necessary move to bring to a close an 
argument lhat cannot not he settled through 
purely rational procedures. It is significant 
that the subaltern of this partial lar narrative 
of modernity should he a woman. 

Adam A/i/_ the Kurope-retumed medical 
doctor who is also the grandfather of the 
narrator Saleem Sinai, inaugurates a 
nationalist project in his domestic life when 
lie marries Nasecm Ghani. Azi/ as a mini cm 
person, known that women in Islam/tradition 
have heen conftned/unlree. Ho instructs his 
wife 'to come out of purdah’ and. as a 
demonstration ol his will, burns her veils, 
saying: 'Forget about being a good Kashmiri 
girl. Start thinking about being a mtxicm 
Indian woman' (Kushdic 19X4:341 Nascem. 
later (lie Reverend Mother of Saleem Sinai's 
description, (he daugh(er of a Muslim 
landlord, is Imm (he beginning portrayed as 
tradition herscll. Readers ol (he novel will 
recall that wlien Adam A/is first encountered 
her as a pattern in a eonservative/lradittonal 

Muslim lamtly. she could only hcexamincd 
through i seven-inch hole in a bcdshcct held 
over her body with only the relevant part 
of her txxly made visihle. The ikvlot tell 
in love with (his fragmented body and 
discovered only after their wedding the 
formidably 'traditional' heart that beat inside 
it Their mutual incomprehension starts with 
their love-making wlien. on their second 
night. A/17 asks her 'to move a little’: 

'Move where .’’ she asked. 'Move how?' He 
became awnkward and cod. ’Only move. I 
mean, like a woman.. 'Sheshnekedinhonoc. 
'My God what have I married? I know you 
European-returned men. You find terrible 
women and then you try to make us girts 
he like them! I astrn Doctor Sahib, husband 
or no husband. 1 am not ...any bad word 
woman' fKushdie |9M:34|. . 

The baflle continues thnxighout their 
marriage, A tit conducting it from the 
posit ion of tbe knowing, willing and fudging 
subject of modernity. His modernising 


political will sometimes expresses itself in 
the form of physical force. He physically 
throws out of the house the Muslim mauivi 
the Reverend Mother had appointed for their 
children's religious education, the only 
element inthc children’s education that was 
of her choice. The reason lie gives to his wife 
in defence of his action will probably warm 
the heart of every 'secular-rationalist’ Indian: 
He was teaching them |thc children) tohate. 
wife. He tells them to hate Hindus and 
Buddhists and lams and Sikhs and who 
knows what other vegetarians.' 

' Tlie Reverend Motlier is in the position 
of tlte classic suliallcra. The reasonableness 
of I l>e doctor's position is never self-evident 
to her. And so the battle goes on in the lives 
of the Reverend Motlier and licr husband, 
a battle organised around mutual 
incomprehension [Rushdie 19X4:42 43) . 
This mutual incomprehension is what, one 
could argue in A/i/’s defence, tlrive both 
the good doctor and their wile lo their 
respective desperate measures. 

If I were to read this part of the novel as 
an allegory of the history of modernity, 
historians would object. It would be said that 
this allegory, powerful because it ran such 
astnmg black-and-white binary of tradition/ 
modernity right through the storyline, was 
mu true to the complexities of 'real' history 
I'.'Inch historians are torn! of picturing in 
ihc colour grey). The narrative could have 
gone differently (as indeed we know from 
women'.sand subaltern histones) and might 
nol have been structured by such a slong 
opposition between the moderniser and the 
ycl-U>-be-modemised. In such possible 
alternative accounts the Reverend Mother 
might have in rail needed A/i/'s alliance 
against other patriarchal authorities, her 
lather, ora possible mother-in-law. and could 
have been more amenable to his suggestions. 
Similarly, the peasant held down by tyrants 
might seek out the help ot the- modem in 
theirown struggles .An I what if ihc subaltern 
through thei. own agency discovered for 
themselves the pleasures ol the modern; of 
the autonomous-self, of inferiority, of 
science, of technology.*'! ptwi-coligtenmenl 
rationalism itself? The coining of 
enlightenment rationalism, in such historical 
recall, would not he a story of ikwtimliMt 
Have mu tbc critics of the modem stale bad 
it said lo them that the people actually want 
the state, tir the critics of mortcntracdtctac. 
that Ihc people, once introduced to modern 
medicine, want it? 

Granted, hut then what is the rcbUooship 
between Rushdie's story and the history rtf 
modernity? Rushdie's is an allegory of tbc 
origins ot modernity. It tells us Awl the 
beg innings of the historical process through 
which women in the Am family became 
modem’. This poxes* was a»* benignaad 
that is not an onfamiliar uk u* historians 
of m< identity even m the kttncM of the 
Enlightenment, western Europe The d,x* 
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by which one enters citizeuship or a nationu- 
iity always has a durwun’ (gatekeeper) - 
himself usually only partially admitted to 
the rites ol equality - posted outside: his job 
is to be mean, to abuse, bully, insult and 
exclude or to humiliate even whim he lets you 
in. This is recognised by European histo¬ 
rians and intellectuals. The violence of the 
discourse of public health in Wth century 
England directed itself against the poor and 
the working classes |Stallybrass and White 
19K6|. The process by which rural Krance 
is modernised in the 19tli century is described 
by Eugen Weber as something akin to "inter- 
nnlcokmialism' (Weber 1976). Derrkladiscus- 
ses the same problem from within the expert- 
cnccofbcing French. 'Axvou know'.he writes. 

in many countries, in the past and in the 
present, one founding violence ot the law 
or of the imposition of suae law has consisted 
m imposing a language on national or ethnic 
minorities regrouped by the state. This was 
thr ease in France on at least two occasions, 
first, when the Villers-Colterel decree 
consoldiated the unity of the monarchic stale 
by imposing French as ihe juridico- 
adntinistrati ve language and by forbidding... 
Latin... . The second major moment ot 
imposition was that of the French Revolution, 
when linguistic unification took the most 
repressive pedagogical lurn... (Derrida 
1992:211. 

Derrida distinguishes between ‘two kinds of 
violence in luw. in relation to law... : the 
founding violence, the one that institutes 
and positions law .... and the violence that 
conserves, the one that maintains, confirms, 
insures the permanence and enforceability 
of law...' |l)errida 1992:3! |. 

These arc known (acts and probably are 
fcaiuffcs of the history ol modernity 
anywhere. The question is. what is our 
relationship to these two kinds of violence 
in Indian modernity? It is easy to see that 
our attitude to the first kind of violence - 
the founding one - is determined largely by 
our relationship to the second. For Eugen 
Weber, for instance, the fact that something 
like an 'internal colonialism’ wasneeded to 
make peasants into Frenchmen, arouses no 
ire for the end-result has been good for 
everybody: 'the past was a lime of misery 
and barbarism, the present j time of 
unexampled comfort and security, ol 
machines and schooling and services, ot all 
the wonders that are translated as civil isal ion’ 
(Weber 1976:47111. Beginnings, however 
ugfy. do not matter for Weber - they cannot 
act as a site from where lodcvclopa critique 
of the present las Foucault teaches us to do 
with his genealogical method) - for he tells, 
and believes in. a story of progress. His 
teleology saveshim from having to be critical. 
The pain of the 19th century French peasant 
is no longer his own. it is a wound over 
which time has formed a scab, it does not 
bleed any more. 


Where can we. historians of a third world 
country like India where the distinction 
between the founding ami the preservative 
modes of violence in the functioning of the 
luw is hard to sustain, anchor such facile 
optimixmT'Thc processofmaking 'peasants' 
or individuals into indiunx' takes place 
everyday before our eyes. It is not a process 
with a single or simple characteristic, nor 
is it without uny material benefits to the 
people involved. But were we to convert 
particular benefits, which often do create 
problems in (heir turn, into some kind of a 
grand narrative of progress, it would leave 
us with a few important and nagging 
problems. If a certain kind of colonising 
drive is inherent totheeivilising-modeniising 
protect, and if one Were, in one's point of 
view, to side uncritically with this project, 
how would one erect u critique of 
imperialism? Wcber'x solution to this- 
problem does not solve anything: he .says, 
in cflcct. maybe it's all right to practise 
colonialism on one's people. But that is 
gelling the story baek-to-lronl. for the 
assumed purpose of this colonialism, in 
Weber's schema, was to make real the 
category "one x own people ! One cannot 
assume into existence at Ihe beginning of 
a proses* whai the process is meant to 
produce as iis own outcome. If Welter x 
sentiment has any political validity in 
France today, it only means that the 
colonising process succeeded in achieving 
this end. popularising the story of progress 
(though that would lie taking a rather 
Whiggtsh view ol that history). I.cl me 
repeat my point once more: If it is true thal 
Enlightenment rationalism requires as Us 
vehicle lire modern stale ami its 
accompany mg institutions-i he instruments 
ot govcmmcntaliiy. in Foucault's terms- 
and if Ihiscnlails a certain kindol colonising 
violence anvwav (however lustiliable ihe 
violence imghi K- Irom a retrospective 
point of view;, then one cannot both 
uncritically welcome this violence and yet 
maintain aerilique of Europe an imperialism 
in Indiaexeeplon some kindofesscntialistic 
and indigenist ground (e g. only Indians 
have a right to colonise themselves in the 
interest of modernity). In the 1970s. marx id 
historians in India and elsewhere - seeing 
themselves as inheritors ol the European 
Enlightenment and yet wanting to distance 
themselves Irom the laet ol European 
colonialism - tried out another solution. By 
fusing marxism with dependency theory, 
they sought lo fcli.xhisc colonialism into a 
distinct socio-economic lormution. 
inherently productiveol undenlevefipmeni. 
The demise of dependency theory has robbed 
us ol that ground. Frankly, if Enlightenment 
rationalism is the only way human societies 
can humanise themselves, then wc ought to 
he gratelul (hat the Europeans set out to 
dominate the world and spread its message. 


WiU our self-proclaimed rationalist’ an 
'secularist’ historians say that? 

m 

History on Democratic Dialogue 
with Subaltern 

I now come to whut to me is the hordes 
pari of my argument, not least because 
myself have not practised what I tun obou 
to preach. I am trying to think my wa> 
towards a subaltern historiography tha 
actually tries to learn from the subaltern. I 
is- also an attempt lo transcend the positiot 
that early Siihtiltem Siudie.t look as its poin 
ol departure. 

Ixt me go back to one of the fund amenta 
premises of this essay. 1 do not deny thi 
immense practical utility of left-libera 
political philosophies. One cannot perfonr 
effectively in the context of modert 
bureaucracies - and therefore one canno 
access (he benefits these institutions art 
capable of delivering - if one is not able It 
mobilise own's own identity, personal o 
col Icclivc. through the languages, skills ant 
practices these philosophies make possible 
The very idea of distributive tustiee require 
thal these languages and competencies - o 
citizenship, ol democracy, ol welfare - bt 
matte available to all classes, particular!) 
(hose subordinated and oppressed. It mean: 
that wlicncverwc, members of the privilcgct 
classes, write subaltern histories - whclhc 
we write them a* citizens (i e. on behalf o 
(he ideaof democratic rights)or as.socialist.- 
(desiring radical social change) - a cerlaii 
pedagogic drive comes into play in ou 
writing. We write, ultimately, as part of: 
collective cflori to he Ip leach Ihe oppresses 
of today how lo be the democratic subjec 
ot tomorrow. 

■Since |>cdugogy is a dialogue, even it i 
•i» only the teacher's voice that is lieaid - 
as Barthes once said, 'when the leachei 
speaks lo his audience, the Other is alway- 
there, punctiirinx his discourse' - subalteri 
history produced in this manner, is dialogic a 
|Barthes 1979:931. But Ihe dialogue, by u- 
very structure, is not democratic (which i- 
w//to say that it is not of use to the subaltern t, 
To be open-ended. I would argue, a dialogue 
has lohcgenuinclynon-tcleologieal.lv, one 
must not presume, on any npriori basis, that 
whatever poxilion our political ideology 
suggests as correct will he necessarily 
vindicated ns a result ol this dialogue. Eoi 
udialougc can he genuinely open only undet 
one condition: that no party puts itself in . 
position where it can unilaterally dccielc the 
final outcomes ol the conversation. Thi- 
never happens between tile ’nioelcm' and the 
non-modem'. Because, however, mm- 
eocrcive ihe conversation between the 
Kantian subject ti e. the transcendent 
ueuetcmie observer, (lie knowing, judgin/ 
ami willing subject id modernity) and the 
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subaltern whotmtert buoahistoricai dialogue 
with the former from a non-F.nligblcnment 
position. & 1 * diagkiguc lakes place within 
afield of possibilities that is u bendy structured 
from the very beginning m favour of ccnain 
outcomes. To put this in terms of Cyan 
Prakash’s book on kamiauti' (bonded, in 
bad translation) labour in the Indiun district 
of Bihar, if the peasant has until now 
understood the world of power in tennx of 
ghoslx and spirit-cults, surely the intended 
result of this communication between the 
position of the modem subject and that of 
the peasant would be entirely predictable: 
that tlie peasant would learn to see his world 
structured by the (removable) inequalities.'! 
class, gender and ethnicity | Prakasli 199<)|. 
The reverse, that the peasant might convince 
modem, political •commentator' of ihc 
existence of gliosis and spirits, would he an 
unimaginable (therefore disallowed) 
consequence of (his process of communi¬ 
cation. (In the limiting case ol the problem, 
all peasants would be educated out of their 
peasantness.) 

In pedagogic-histories, it is llte subaltern’s 
relationship 10 the world that ultimately 
calls for improvement. Subaltern Studies. 
Ihc scries, was founded within this gesture. 
Gulta's insurgent peasants, for instance, 
fall short in their understanding of what 
is required lora 'comprehensive reversal 
of the relations of power in an exploitative 
society |Guha 19X3). Ami this was exactly 
position of the man who gave us the 
category 'subaltern . P»« AntonioGramsct. 
readers will recall, the subaltern named a 
political position that, hy itselt. was 
incapable of thinking the state; this was 
a thought to be hroughl to that position tu 
ihc revolutionary intellectual Once tlu 
subaltern could imaginc/think the state, he 
transcended, theoretically speaking, thc 
condition of subaltermty While u is true 
that Gramsci developed a dialogic- 
marxism whicliwasincant intake settously 
what went on inside the heads of the 
oppressed, he was clear on what the 
subaltern lacked and his Words would liear 
repetition. 

IV subaltern classes, bv definition, aie not 
united ami cannot unite until they .ire able 
tohecomen 'Stale'. Thehi«i«iryolsubaltern 
.octal groups is necessarily fragmented and 
cptsixiic. There undoubtedly does exisl a 
lendeney lo ltd least provisional stages of) 
unification in the hisloncal activity ol these 
group*, but ibis tendency i' conlimially 
inlemipled hy the activity ol the oiling 
group* . In icalily. even when they appear 
triumphant. Ihe subaltern groups aie meiely 
anxious lo defend themselves... |(iranisci 
1971.51M-55J. 

A* I have already indicated, histories written 
in this pedagogic-dialogic uuxle are m o only 
welcome, this inode i< in tact inescapable 
Wc live in societies siruclured by the stale 
and Ihe oppressed need knowledge-forms 


that are tied to that reality. Indeed, this must 
remain one entirely legitimate mode of 
producing subaltern histories. 

Yel the problem of undemocracy remains 
in the structure of this dialogue. Can we 
imagine aixuhermomentol subalternhistory. 
where we slay - permanently, not simply as 
a matter of political tactics - with what is 
fragmentary andepisixlic. precisely because 
that which is fragmentary and episodic does 
not. cannot, dream of the whole called Ihe 
slate and therefore must he suggestive of 
knowledge-forms dial are mil tied lo the will 
that produces live state'.' This is where we. 
tlie middle classes, children ot the state, go 
to the suhaltcm in order to learn. learn lo 
imagine whal knowledge might look like if 
it were lo serve histories that were 
Iragmenlaryandepisi slit. Wlialwi si Id Indian 
history he like if ii were imagined as 
tragincntary.’Nnt 'fragmentary' inthesense 
of fragments that refer to an implicit whole 
but I ragmen!* (hat challenge not only the 
idea of wholeness but the very idea ol the 
'fragment* itxell (lor if there were not lobe 
any wlstles. what would be ‘tragmcnls’ he 
'fragments of)? (Pandcy 1992:27-55: 
Chatteriee I99?j. 

I raise (hi s quest a ni bee au scb'uie it seems 
to be connected to the question ol Ihe limits 
lo academic forms of knowledge of society. 

I am not. a* I have said, sceptical of the 
practical utility of the language of left-liberal 
politic al philosophy, particularly inenahling 
Ihe subaltern classes to cn|oy tlie beneliw 
that (lie institutions ol imxlcrniiy offer. But 
I am deeply sceptical of an intellectual 
assumption that run* through the writings 
<•1 si vial scientists who think only ihrougli 
Hus language. Tills is ihe assumption dial 
Ihc diversity of cultures, the divergent ways 
ot being human that culture is all about, 
could he rendered hillv transparent to the 
ga/e ol any one particular political philo¬ 
sophy. no ni. liter how different the circum¬ 
stances within which the philosophy origi¬ 
nated might Ik Iromihcculturcunderstudy. 

A certain kind ol monomania ollcn speaks 
ihrougli statements by liberal scholars, the 
idea, for instance, tlut it is intellectually 
possible to envision a g»»xl society for 
everybody on this earth even ii we are 
ignorant ol ihe circumstances and cultures 
ol others. In this, all pedagogic histories, 
whether liberal or socialist, are one. There 
is always the assumption that while tlie world 
is plural, it could never be so plural as to 
be impossible of description in any one 
system of representation. For example, this 
passage oecur* in an otherwise interesting 
h.xtk on Heidegger by jn American 
philosopher, jiguing against Heidegger's 
iiilachinen 1 lo the ideal ot 'cmoolcdtH-ss': 

The i c si ill. ‘X on.' possible result, ol ihi* 
detnvthnlogistng |i»l HcKleggcil is a wmfd 
lh.«. . Heidegger - the man - wixitd abb.ii 
ll is a tmillHingual. muhiculluml. imwvge- 
nated. polymorphic. ftmdist world without 


turt tonal-ethnic unity, without the unity <>l 
a single language or a deep monohngianth. 
tradition. It is a world of gay ngha> and 
leminist*. of radically dcmocraiic. anti 
hierarchical, anil-elitist structures, with a 
pragmatic view of truth and principles and 
in which children would he educated not in 
a Classical Gymnasium but in free public 
institution* with school* in which Andy 
Warhol would gel a* tug a hearing a* 
Sophocles and Aeschylus, -chrail* filled with 
computers and Ihe latest technological 
advances, schools ihal make a particular 
effort lo reach the disadvantaged. 
Heidegger would rather he dead ICaputo 
1993:97). Not only would a Heidegger die 
in such a world, the absence ol a deep 
monolinguistic tradition’ wouIdkillaTagore 
loo! Our philosopher docs even recognise 
ihc profoundly parochial nature of his own 
favourite brand of North American campus 
radicalism Ihal he prescribes foreverybody 
To go lo ihe subaltern in order to learn 
toheradically fragmentary' and ’episodic' 
is to move away from the monomania of the 
imagination that operates within ihe gesture 
that (he knowing, judging, willing subject 
always already knows whal is good tor 
everybody, aheado| any investigation. The 
investigation, in lum. must he possessed *»f 
an openness so radical Ihal I can only express 
it in Heidcggerian terms: thetapacily tohear 
ihal which does not already understand.* In 
other words, to allow the subaltern position 
to challenge our own conceptions of whal 
is universal, to be open to the possibility of 
a particular thought-world, however, 
concerned it might he with the task grasping 
a totality, being rendered finite by the 
presence of the Gthcr such are the utopic 
hon/ons lo which this .alter moment .if 
Subaltern Studies calls us Knowledge- 
forms pnxluced at this end will not he tied 
loihe state or goveiTOiR-nlaluy for they will 
not reflect a will to rule The suhaltcm here 
is ihe kle al I igureoflic who survives actively, 
even joyously, on ihe -sumpty>n ihal the 
effective instt jinents ol domination will 
always belong to somcb.xly else and never 
aspires ii' them 

Whal will history pr.xluccd in this mode 
look like'* I cannot sav. for one cannot write 
this history m a pure lorm The languages 
ot the siaic. of citizenship, of wlytic- and 
localities, the legacy of Knlighlcnmcjtt 
rationalism < that to say. the bad translation* 
pnxhKlive of hyper-tatKxnalism) will always 
cut across u At Ihc same time this other 
history will present itself a* that which 
disru pts tlie sc language*. To.ipcn.xrrselve* 
to these hisuirics would mean to listen 
carelully to the radical polysemy ol our 
languages and ptacliccs. to admit to oof 
c.msciousness the many possible worlds wc 
inhabit, to -crtixisly allow tor the p>y.stbdit> 
that these world- may be itKx»mmens«»bk 
with respect locacb <*her. and hence to grant 
ourstwi.il life a c<xi-tant Uckot transparency 
with regard to any one particular way of 
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thinking about it. This is no ground for 
rejection of Enlightenment rationalism; it 
is, on tbc other hand, the ground on which 
1. an intellectual produced by a colonial 
formation, accept Enlightenment rationa¬ 
lism. secure in the knowledge that 
investigative procedure embodying this 
rationality only give us a partial hold on our 
lives, and that too through necessary, much 
needed and yet inevitably poor translations. 

Which means our lives are no longer 
adequately representable through the unitary 
language of a particular |x>litical philosophy, 
that is. through some kind of a Hegelian 
synthesis that can contain and subsume all 
our differences with others ami those between 
ourselvex. This is why we need to go to a 
Derrida. or a Lyotard or a Levinas, not 
because they have become 'fashions in the 
west’ (that’s raising the question at its most 
superficial level) but because they arc the 
philosophers of ’difference’ and 'non- 
commensurability’ for our times. 

Sarkar's fear that a critical understanding 
of our intellectual inheritances from the 
European Enlightenment would only help 
the ’fascistic’ Hindus is based on some 
spurious assumptions. Granted that European 
fascism drew on certain spirit of 
disenchantment with ’post-Enlightcnmenl 
rationalism’. but from this the reverse does 
not follow. One cannot argue on this basis 
that every critique of this posi- 
Enlightenment rationalism' must end up 
being faxcist. Or else, we would have count 
some strange candidates among our list of 
'reactionaries', and among them would he 
such different people as Gandhi and Weber 
and. forourtimes. mil only Michel Foucault 
but Jurgen Habermas as well. They remind 
us that to critique post-Enlightenmeni 
rationalism, or even modernity, is not to fall 
into some kind of ’irrationalism’. As Lydia 
Liu has recently remarked in her discussion 
of Chinese history, ‘thecrilique of modernity 
has always been part of tbc Enlightenment 
legacy from the Romantics. Nietzsche. Marx, 
and Heidegger to Horkhcimer. Adorno. 
Foucault. Derrida and even Habermas’ fl .iu 
1993:191 ]. It is also true that tbc experience 
of fascism has left a certain trauma in leftist 
intellectuals in the west. They have ceded 
to the fascists all moments of poetry, 
mys'ticism. and the religious and the 
mysterious in tbc construction of political 
sentiments and communities (however 
transienlor inoperative). Romanticism now 
only reminds them of the Nazis. Ours are 
cultures rich in these elements. Gandhi. 
Tagore and a host other nationalists have 
shown by their examples what tremendous 
ereativc energies these elements could 
unleash in us when mobilised for the purpose 
of fabricating new forms of life. It would 
be sad if we ceded this entire heritage to the 
Hindu extremists out of a fear that our 
romanticism must be the same as whatever 
tbc Europeans produced under that name in 
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bokbittotkK. and (bat ear present h] undent, 
whatever these are. mart be the tune u 
heir* in (he put. Whet, indeed, could be 
■ greeter instence of aubmixsion to e 
Eurocentric imagination than (hal fear? 

Note* 

1 am grateful to audience* at the Uaiverxity of 
rtetbourae and at the University of Califontia 
lampuses at Berkeley, Irviae and Riverside who 
wanl and commented oe an earlier version of 
his paper. Con venue ions with David I Joyd. I iso 
s>we, N'aoki Sakai. Fiona Nicoll, Simon During, 
Christopher Uealy. Rohm Jeffrey, June Jacob*. 
.sselaGandhi. Lawrence Cohen. Gautam Bhadm. 
iaajay Seth. Rnjyashree Golchale. Ranajit Guha 
ind Gayudi Sptvak have been extremely helpful.) 
The intensity of the hostility of these criticisms 
may be gauged from some ol tactics employed 
in this debate. A historian ot Sarkur’s 
distinction, for instance, finds il necessary lo 
suppress or ignore or omit tacts pertinent to 
a discussion of the disagreements he has aired. 
In ctilicismg Bhadru. for example, he does not 
mention the debate he and others have already 
had wilhGautam Bhadru in the pages ot Naiva 
(the Bengali journal he mentions) where 
Bhadra's interview was first published and 
where Bhadra has subsequently defended his 
position. I am equally surprised by his distorted 
leading of what I said. My Bengali essay docs 
not. contrary to Sarkar’s claim, equate 
Macaulay with Marx; in fact it does not. even 
mention Marx. Nor docs it. being concerned 
with discussing a cookbook written by a woman 
of an elite, zamindat family, have much lo do 
with subalterns, uncritically or otherwise. And 
finally, it does not reject Enlightenment 
rationalism though it includes a critique ol Ilk' 
Kanttaa and Hegelian ideas of ‘universal 
histoiy' - my position being, both in that essay 
and elsewhere, that academic critiques of 
Enlightenment rationalism can only he 
produced through a performative conirdict ion. 
i e. by staying strictly within the procedures 
of such a rationalist tradition rtsell. Here us. 
in translation, what I wrote: 

The early vehicles for the spread of modern it y 
throughout the world were European 
imperialisms and their various violent 
procedures. This has lodged a permanent 
contradiction at the very centre of the history 
of modernity. Martin Heidegger once said 
that, in any attempt to understand society, it 
was almost impossiMetoresisl the temptations 
of European categories today since Nth 'man' 
and'world'had become'Europeanised' One 
has lo accept one's position within mode mity 
- whatever this word means: scientific 
rationalism, the autonomous individual, 
economic development, (he hungry society 
of consumerism, technical, governmental and 
bureaucratic ralioanlity, civic/democratic 
lights, public health (and one has lo add lo 
ltd*, population increase lexplosion). mass 
poverty and large-scale ethnic conllid or 
racism) - and write history [from dial position). 
What Gandhi once cal led' English rate without 
the Englishmen’hassona- kind of tiuili today 
Il i* no longer possible thetetore to build 
individual or collective live* ignoring the 
demand* of the thoughts already entailed in 
(concepts] suchas democracy', individual 
freedom and autonomy', the 'natton-siate'. 
'nationality', etc. These are the contributions 
that Europea n dviliamion has made to out 
society and many desirable change* have 


beep achieved with their help. /'Aitwder 
hunt* o his tinmen voice' (Our H'wtury and 
Hi* Mister's Vmce)' Barrmas. p 72], 

2 It is a wdl-worn point of Europeae histoiy that 
the idea of an irrevocable opposition between 
'scicnce/rationalism* and ’religion' goes 
against nil available evidence, hr a recent 
collection of careful discussion*, see David C 
I jadberg and Ronald I. Numbers (eds). («*/ 
and Nature: Historical Essay* on the Enrotmter 
between Christianity and Science (Berkeley, 
19X6). 

3 See <he interesting discussion in A K 
Ramanujan. 'Is There an Indian Way of 
Thinking? An Informal Rssay' in McKim 
Marriott (ed). India through Hindu Categories 
(New Delta. 1 WOj. pp 41 -58. Ramanuian 
discusses (he case of his own scientist father 
who was both an astronomer and 'an expert 
astrologer'. Ramanujan writes. “I had just been 
convened by Russel to the 'scientific 
attitude'...! looked for consistency tn him. a 
consistency he dul not seem lo care about or 
even dunk about" (pp 42-43). 

4 KajcndraJal Milru bxdo-Aryans. Vol'2. pp III- 
12. cited in Andrew Saitnti'x master's thesis 
(Melbourne University. 1993). p 60. The 
thoughts expressed here owe much to.Sarfon's 
analysis ol tins passage. 

5 Sec M N Roy. Cultural Requisilesul Freedom' 
in A N Bose (ed). Modem Age amt India. 
plXf "Mankind has pursued the ideal ol 
Irecdom Irom time immemorial Because Ilk- 
struggle lor Ireetlom.... i e. lo experience the 
untnldment ol human potentialities, is a 
biological urge in every human being". And 
on p 1X1: “It is one thing lo teel the urge for 
Ireodoni. as all ammalsdo"(Koy then proceeds 
to distinguish humans I rum animals). 

6 TV relcrem e is lo Sunni .tartar's A Critique 
ol Colonial India, pp 1-17. 71-76. 

7 See the Amnesty Intemational's report on India 
in 1992 where lla' majority ol illegal totture 
are documented to have been inflicted by the 
law-enforcing arm ol tV stale machinery, dm 
police. 

X Heidegger speaks ahoul ridding ’ourselves of 
fhe habit vil always hearing only what we 
already underslam)'. See Martin Heidegger. 
'The Nature of l-unguagc’ tn hrs thi the ll’rri 
to language. p 58. Should Heidegger’s name 
raise politically correct lew kies because of tas 
Nazi past, let us remember that the Nazis 
sometimes mounted the same objection against 
tas thoughts us those raised by the Old I el I 
against post-structuralism: 'in his lust rector's 
speech (said a Nazi evaluation of Heideggerl 
philosophy tends in praciKV to ...divwfvc into 
an aporelic ot endless questioning. ...In any 
case, one ought not to he silent about ceitatn 
themes of the philosophy ot "care" |V«*rl 
which, like anguish, could lead to truly 
paralysing' died**. Victor F:m;ts. Heidegger 
and Nazism. p 165. 

9 My debt lo Levinas and Dcrnda and tlteir 
numerous comment nlors will be obvious at 
this point. 
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Dravidian Movement and Saivites: 1927-1944 

A R Veakstachalapattiy 

s. 

The recent attempts portraying the dravidian movement as a brain-child of saiva vellalar intellectuals aim to discredit 
the movement by identifying it with the upper castes. By juxtaposing the sectarian interpretatim of anti-brahmimsm 
of the saivites with the broad anti-religious and anti-patriarchal content of the self-respect agenda, this article draws 
attention to the wider sources of the dravidian movement. 


*Whtf.Sirl Your wonfc fint appear to nipport 
our view, then they leero lo drift it.” 

- A saivite in a fictional conversation with 
a self-re specter. Sivanetan 2(6), September 
1928. 

“1 participate in both Saiva Siddhanta 
meetings and Self-respect meetings. Some- 
might say that I've no ideology and that l‘ am 
a chameleon. It is not so. I have my 
ideological disagreements with Periyar... 
•eriyar was bom to oppose the selfish gang 
which has enslaved the Tamil language and 
the Tamil people. If Periyar had not come 
on the scene, we'd have been in the most 
derogatory stale, calling ourselves “shudrus" 
without any shame.” 

A Varadananjayya Pillai. 

Periyar Ramaxamy. Pondicherry. 1040 

4 the existing literature on the dravidian 
ivement. the relationship of the saiva 
illalarclite with the movement constitutes 
central problemaliquc Both, conlcin- 
irancously and in later xcholarly and 
tlitical literature, the movement lias largely 
ten identified with the machinations of a 
inch of saiva vellalar intellectuals who 
tempted to redefine their identity m-rr-vi.r 
e brahmins, and also to secure a larger 
tare of the fixhes and loaves of office, 
lgene lrxchick. in his work on the non- 
ahmin movement and Tamil separatism, 
night the intellectual roots of the movement 
the writings of the educated non-Hraltm ins/ 
diala's who formulated die concept of a 
e-aryan dravidian civilisaiioti |lrschick 
>69: 2R2-295|. R Srimvasan. tracing the 
cological genesis, of the dravidian 
ovemcni. come to a similar conclusion, 
wing the question. 'A Vellala movement'.’'. 
saw the dravidian ideology as 'basically 
; work of a tiny group of highly educated 
dcapnhlc Vel Wars’ | Sr mivasan 1987; 17). 
rguing that the movement ruled out the 
west orders ofTamil society, he bolds that 
: 25 per cent of the middle and uppcrclass 
iliilars not only created the ideology hut 
ere also fervid supporters ofii[Srinivasan 
17:4]. Such an argument has its political 
tat and has o ft en hee n employed to discredit 
« dravidian movement. A striking 
uatralkioof this could be the recent debate 
: the dravidian movement, in the literary 
tpkxncnl of the Tamil daily Dinamtmi. 
wnizhavaa. albeit using post-modernist 
trasooiogy.rcitcra led the same point, seeing 
t dravidian movement as nothing hut the 


collapse of ‘a historical alliance’ between 
brahmins and vellalar* to dominate Tamil 
society [Thamizhavan 1992). While this 
argument shares the premises and 
conclusions of the earlier historiography, 
there is an interesting shift. Earlier on. the 
dravidian movement was often judged vis- 
a-vis the brahmins and the nationalist 
movement. Roundly condemned for its 
regionalism, separatism andchauvinixm and 
its so-called collaboration with the colonial 
rulers, the dravidian movement was seen as 
undermining the nationalistcause. Butin the 
present context where ’nation' is coming in 
lor increasing attack, and caste, especially 
(be da lit question, gaining increasing 
prominence, (tic dravidian movement isheing 
judged in relation lutliis. Attempts arc being 
made to identify it with uppci castes, who 
are portrayed as the real perpetrators of caste 
oppression. The political mileage drawn from 
such approaches is considerable (Surexh 
1992: Washbrook I989|. 

In this context, tlie present paper attempts 
a fresh look at (he relationship between the 
dravidian movement and the sai vitc‘ elite in 
its complexity and ambivalence. The time¬ 
frame of the paper is roughly that of the 
Suyiaiiiiriyaihiii or the self-respect phase of 
the dravidian movement, between 1927 and 
1944. when it Was at its radical hes't. 

I 

Rationalist Critique of SaivLstn 

In November 1925. Periyar KV K.unusamy 
(henceforth Periyar) walked out of tlie Tamil 
Nadu Congress provutcial conference at 
Kanitpuram. unable to see through his 
resolution on proportionate communal 
representation (caste-based reservations). 
This event was to constitute a watershed in 
the modern history ofTamil Nadu. Following 
this. Periyar launched a strident and 
uninhibited campaign tor social justice 
through communal reprexcniatUm. and a 
vehement attack on brahmimsm which 
stalled its attainment. Kudi Aruxu. the 
weekly started by him some months before 
his walk Hint, wax the primary vehicle of 
his ideas. By mid-1927 there was a gradual 
shift in the content of Periyar's campaign 
which wax reflected in the pages of Kudi 
Arran. The attack on brahmimsm and the 
championing of reservations quickly grew 
into a radical critique mf caste and religion 


Tlie itihasamxnnd puramunx were critiqued 
from a rationalist viewpoint and condemned 
as irrational and inimical to morals and 
social justice. The Ramayanam turned out 
to be one of (be first targets of this cam¬ 
paign. E M Subramania Pillai. a saivitc 
scholar, writing under the pseudonym of 
Chandrasekorii Pavalar. began a serial on 
the ‘Obscenities of the Ramayanam' in 
Kudi Arusu. Gradually, this attack on 
religion began encompassing saivistn also. 
Saivitc lexis like Periya Puranam and 
Tlurmilaivadal Puramun. and the saivitc 
saints like Thirugnana Sambandar. were 
brought under rationalist.scrutiny In a serial 
on tlie venerated ‘Periya Puranam'. one 
Mcikandar proclaimed. “Periya Puranam 
creates caste conflicts: Periya Puranam 
advi icatescaste diflerenccs; Periya Puranam 
portrays many acts mimical to one's self- 
respect as devotion toGod: Periya Puranam 
justifies murderous deeds as service lo 
saivixm" [Kudi Arusu August 26. 1928]. 

This attack»n saivistn and its apostles by 
tile scif-respeci movement was initially 
encountered with shock, disbelief and dismay 
by the saivites. This was because the self- 
respect movement was generally perceived 
by tlie saivites. as a movement started “lo 
counter the harm done by tlie brahmins to 
the Tamil people" [Stvanc.san 6(2), 
September 1932). The saivites had for long 
seen the non-hndimin movement as an 
organisation to ehampi a their cause and 
protect (heir inlet eslx. if not actually launched 
and run by themselves. In the initial stages 
of the conflict, tins was emphasised again 
and again, and a compromise was sought on 
this ground. As llavalaganar. a student o t 
Maraimalai Adtgal.- wrote: 

Saivism i< ms one mu diftoeal from the 
primary atm ot the self-respect movement. 
IV siit-rcspcu movement anise to dupe! 
the ilhisnm ot hraharinism from the Tamd 
people nod raluse sell-res poet into them. 
Saivtsm also does tV same TW self-respect 
movement detests the aryaa brahmins. 
Saivtsm too doesn't tike the aryan bra h m in * 
one bn... The self-respect move mem wishes 
to uphft the depressed classes Tbs* is ah* 
the basic idea of saivism... IV «eM-re*pect 
movement is agamtf caste differences mmmg 
the Tamil people. Saivism l<*> emp h arise s 
the same pout*.'... whea there are so many 
common puims. why sbouM saivism and 
saivile apostles tv- deprecated and conde¬ 
mned? [Senlumil Mvi. July-August J B 2*) 

7a.’ 
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It wax also argued that the non-brahmin 
movement drew much from the xaivite 
intellectuals. Maraimalai Adigal actually 
claimed that the self-respect movement came 
into being by adopting hix viewx and 
principle* (SeiUamilSelvi, May-June 1931]. 
The editor of Siddhantam , M Balasubramania 
Mudaltar. went one step further when he 
said. "The best parts of the self-respect 
movement are nothing but alms thrown by 
Maraimalai Adigal. the spiritual father. If 
they who got these alms and campaigned 
based on it are thankless to the spiritual 
father, all their efforts will go waste..." 
[Siddhanmm. June 1929], The most strident 
anti-self-respect views were expressed in 
Sivanrum. a saivite journal published from 
Chcltinadu. which published a series of 
articles right from early 192X condemning 
both reforms and radical change expounded 
by the self-respect movement. 

Though there wax much in common in the 
saivites' reactions, they did not speak in one 
voice. There was much divergent opinion. 
In the beginning, these voices were a big 
chorus and individual strands could not be 
distinguished easily. But with the relentless 
campaign of the self-respect movement and 
the opposition it evoked, the different 
ideological streams became distinct, 
highlighting the ambivalent relationship 
between the two. Let us now turn to these 
conflicts among the saivites. 

II 

Maraimalai AdJgsd 
and Self-Respect Movement 

It is hardly surprising that Maraimalai 
Adigal should he the first to respond to the 
challenge posed by the self-respect 
movement. Born as S Vcdachalam in 
Nagapattinam. he had hix early education in 
Tamil and saiva siddhantam. and was known 
for his erudition. Somasundara Nayagar. 
well known for his tirades against 
vaixhnavixm and vedantam. furthered uca ted 
him in saiva siddhantam. Adigal launched 
the Annual Saiva Siddhanta Conferences in 
1906 and occupied an eminent place in the 
saivite intellectual world. Well known for 
his Pure Tamil movement and his literary 
and philosophical treatises, he was highly 
respected fThirunavukkara.su 1959). 

From Adigal'* diaries of this period, it in 
dear that the xelf-iexpectinovcmenttxx-up icd 
his mind predominantly He seems to have 
discussed the crilicixm bunched against 
saivixm with anybody who visited him in 
hix house at Pallavaram. then a little village 
outside Madras. 1 He thought of ways and 
moans tocountcr the ' destructivemovement" 
and the "atheistic vomitings” of Pcriyar. 
He asked Uiaganatha Mudatiar. the brother 
of Thiru Vi Kaiiyanasundara Mudatiar. 
another eminent saivite scholar, to arrange 
for a presidency wide lecture tow to counter 


the propaganda of the self-respect 
movement. Here it is interesting to note 
why. in Adigal’s view, the self-respect 
movement singled out xaivixtn for attack. 
He considered the movement to be the 
“mischief of vaishnavites"! “The leader of 
the self-respect movement is a vaixhnavite; 
his brother too. we come to understand, is 
a vaixhnavite who has converted many 
gullible saivites to vaishnavixm. Their 
accomplices loo are vaishnavites. Some of 
the Justice party leaders too arc vaishnavites. 
Moreover, not only are they vaishnavites, 
they arc alsoTelugu-speakerx" | Sivanexan. 
Junc-July 1928| Thus. Maraimalai Adigal 
could not. at least initially, comprehend the 
far-reaching objectives and the significance 
of the self-respect movement, and was only 
ahle to come to terms with it from a very 
sectarian perspective. But not all saivites 
were like him. Prohuhly. this was why Thiru 
Vi Kaiiyanasundara refused to publish 
Adigal’sessay Saivamum .Suyamariyathai 
lyakkamum' (saivixm and the scif-iespcct 
movement), which expressed these views.in 
his Navaxttkti (MAD. July 5.1928). Adigal 
had to resort to the orthodox Srvrmcxtm to get 
through his views (MAD. Auguxt 10.1928). 

Matters cumc to a head on July 22.1928. 
Maraimalai Adigal presided over the 
annual celebrations of the Balasubramania 
Baktha Janasabhai at Royapcttai. Madras, 
a leading saivite association which boasted 
of Thiru Vi Kaiiyanasundara. his brother 
and M Balasubramania Mudatiar. the editor 
of Siddhantam. as active members among 
olliers. In this meeting. Adigal ‘condemned 
vehemently the atheistic doctrines of 
Mr Kamasamy Naickcr (Pcriyar| and the 
mixchiefof his Suyamariyathai [sclf-respcct| 
movement' (MAD. July 22.19281..During 
the course of his lecture. N Dandapani Pillai. 
a self-respect activist and J S Kannappar.* 
of the editorial board of Drnvidiim. the 
Justicite Tamil daily, raised quest ions about 
the persecution of Jains by the seventh- 
century saivite saint Thirugnanasamhandar. 
Consequently, pandemonium broke loose, 
and the meeting ended in confusion. 

Tlierc were conflicting reports on what 
actually transpired in the meeting-hall. 
Maraimabi Adigal wrote in his diary that 
he ".... answered | Dandapani Pillai's] 
questions tellingly and showed that tlierc 
wax ikH • I a particle of evidence io prove the 
Jains were persecuted by St Jmmasambanda. 
My answers satisfied Dandapani Pillai and 
the audience and Mr Pillai. ai the end of the 
speech, thanked me heartily and left the 
place" |MAI). July 23.192K|. Thjf version 
was reiterated in the pamphlet issued by his 
supporters and disciples. 'Dmruhmm Poimai 
NaodafthaVannam Urattbal'(A true account 
of Dmvtdan'tUbicixK*}}. But the self-respect 
papers gave an entirely different version of 
the events. Kudi Amxn alleged that 
Maraimalai Adigal instigated the audience 


to murder Periyaraad that, wheaDttndapani 
Pillai and Kaafiapparraiaedqocsitkms, Adigal 
broke into tears, unable to refute them [XWi 
Amtu July 20, 1928], 

A virtual print-war hrokedut between the 
two sides and serious charges were traded. 
The BalasuhramanU Baktha Janasabhai 
isxuod a series of pamphlets in defence of 
Adigal and refuted "the calumnies heaped 
by the self-respecters on the saivite religion 
and its apostles." In Kudi Arrtsu loo. then 
were editorials and articles attacking 
Maraimalai Adigal. Kaivalyun Swamiyar 
wrote a particularly bard-bitting piece, 
alleging that Adigal, while propagating 
suivism. actually ate meat on the sly. He 
further added, “Swami Vcdachalam 
jMarairaabi Adigal) is no apostle born to 
establish religion. Nor is he a prophet. He 
is hut a tutor who teaches for a mere wage” 
[Kudi Arasu. August 12. 1928]. 

Maraimalai Adigal was so intimated that 
he met K Subrumania Pillai. a very eminent 
xaivite scholar, at his residence in Egmore 
in Madras, and “warned him of the Justice 
party: told him plainly that he must not put 
faith in the support of that and asked him 
to practise as a vakil...” (MAD, July 24. 
1928], He was so incensed about “the brute 
followers of Suyamariyathai movement 
[who] Continuously criticise me with rancour 
and indiscrimination”, that he actually 
contemplated xending a letter to the police 
authorities about their mischief. 

Finally, in order to defuse the situation. 
Thiru Vi Kaiiyanasundara and K A P 
V txwaiutham. a xaivite and an acti v* member 
of the Justice party, met Maraimalai Adigal 
at Pallavaram and attempted a reconciliation. 
They requested him to write "a letter in a 
friendly tone", to which Adigal readily 
complied. The letter ran ax follows: 

Dear Sir. - I am fine. Let me know of your 
well-being. I understand Irorn (K A P| 
Viswanalhii Pillai of Tituchi that there is a 
note about me in Kudi Araxu. I am given 
to understand that it wax written based on 
the reports ol Dravidun and Tainilnadu on 
the annual celebrations at Chennai 
('■uhananda Nilayam. I've never wished nor 
even uttered a word that either you or the 
fnendx of your movement may come to 
harm. Don't mistake me and hear anygtudge. 
However. I am tax in agreement with yuw 
views regarding (iod and I he apoxtlex. Pleaxe 
do not gel offended by some of the reports 
in the press. May visit attempts lor the 
uplillinca! id the Tamil people succeed I Kudi 
Aram. September 2. I928|. 

But the matter did n»t end there. As the 
letter was 'wrongly distributed' by K A P 
Viswanatham. the Drmidtin published it as 
an apology rendered by Maraimalai Adigal 
Ur Pcriyar Following this. fttriyar wrote .i 
long editorial in his Kudi Am w. Thcedhreiitl 
is «>f interest, not only for the magnanimity 
of ftrriyar, but also for the light it throws 
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on (behtod* of (fe* original Tocnnctlieiion. 
Axiyir, ia bis write-up. emphaiUcd that he 
tad de m a nd e d an apology only for putting 
uendtolfae wbotocxmtroverxy. Henotooiy 
accepted full responsibility for DravUan' * 
unwarranted diacoune of the teller but aico 
offered an unconditional apology to Adigal. 
3nty then did be publish Adigal’* letter, 
owever, he stood steadfast in hi* principled 
and eaid, "Bui regarding the difference of 
opinion. bowmucbcver(Marunudaj Adigal] 
a willing to compromiae. we will not budge 
an inch from our view* and principles, either 
“or the aake of hia or anybody else'* 
friendship." Then why did Periyar accept a 
econciiiation'.’ The anawer ia to be found 
in the name editorial itaclf. "Right from the 
umc wc came to know of (Maraimalai 
Adigal]. a sort of inexplicable attachment 
tew. Whenever we discussed about him 
with our friend*. it emerged that he wax a 
;loae confidante and a aourcc of atrength to 
ull our aapirationn and principles" \Kudi 
An awn, September 2. 1928|. Thus, it was 
only on a broad non-brahmin platform that 
a reconciliation was struck. Nothing else 
was yielded, as both stuck to their guns. As 
asignofthcteconciliation.Maramalai Adigal 
began a serial on the Kamay anam in the self- 
respect English weekly, the Revoll. 

Ill 

Tirtmelvdl Saivite Conference 

The teconciliation between Periyar and 
. daraimalai Adigal was more at the personal 
level and hardly involved the ideological 
issues that were at the bottom of the 
rontroversy. A* reiterated by Periyar. even 
in the 'unconditional apology' to Adigal. (he 
sclf-rexpecl movement continued its tirade 
against saivism. And when the saivites sought 
to counter, in their view, the blasphemous 
.ampaign. the Kudi A ra.rn hit below the hell 
by exposing them in the following tenns: 

... When the self-respect movement 
condemned brahmins and hrahniimsm. 
vaishnavistn and vaixhnaviles. these 
saivites jumped in joy and sang paeans on 
the sclf-rcsped movement 
Moreover, they even helped us when wc 
attacked Sankarachariar and brahmin 
domination, later, when we started 
exposing the vatshnuvite puranatns they 
helped us. Further, when we argued that 
there was no such thing as the Hindu 
religion and that what goes by the name 
of Hinduism is nothing but hrahminism. 
they even ndlicdcvidcncc to prove it | K»dt 
Aram. Octuhcr 7. |92H|. 

As wc noted earlier, the saivite scltolar. 
K M Suhramonia Pillar actually wnrtc a 
series of articles on the ‘obscenities of the 
Kamay an am' in Kadi Atm*. 

The continued attack on saivism by the 
self-r es pect e rs impelled the saivites to adopt 
immediate firefighting tractKs. In an 


‘appeal to the saivite people, saivite mutt* 
and saivite associations, the then India 
Saiva Siddhanut Sang am of Tirunelveti 
(run by V Thiruvarangam Pittai and his 
brother. V Subbiah Ptdai. the founders of 
the Saiva Siddhanta Works Publishing 
Society) called for urgent action. It called 
for extended lecture lours of saivite 
propagandist*, the publication of pamphlets, 
the establishment of saivite schools and more 
importantly the organising of a saivite 
conference. Out of this was horn the 
‘Sal vapperiyarTbaniickootam ’ (The Special 
Conference of Saivite Scholars) which piayed 
a crucial mlc in the struggle between the 
saivites and the sell-respect movement, 
throwing into sharp relief the complexities 
of the subject of our present exercise. 

S.Sachidan undam Pillai.areKpcctedsaivite 
scholar, was the first to respond to this 
appeal. In a lengthy persona I communication 
to V Thiruvarangam Pillai. he discussed 
mailers at length. He conceded. “KudiAraxu 
and Dravidim were first launched with the 
lofty ideal of improving the lot of (he Tamil 
people inlhc political, public and social life. 
With the confused idea of freeing the Tamils 
from the conspiracy ot brahmins as their 
objective'', they had now rejected religion 
as a whole. Blaming the scif-rcspect leaders 
of ignorance in religious mutters, he also'. 
added that there was indeed some decudencc 
in the state of religion. “In this context", he 
wrote. “It is my view that before condemning 
the unwarranted trespasses of Kudi Araxu 
and Dravidim. we must call a meeting of 
scholars of saivite and vaishnavjtc Tamil 
people.' who arc well-versed in the arts, 
religious lexis, worldly matters, and ancient 
religion and culture. The meeting should 
not be a big conference which tails into the 
vile net of the press, but held separately. The 
resolutions arrived at inay alone he made 
public. Only then should we consider con¬ 
demning the above journals. I am of the view 
that wc should guide them along the right 
path and not try to finish them off. It is 
expedient to invite the editor of Kudi A nixu 
to llic meeting ami arrange fix a dialogue." 

.Sachidanandam Pillai's views were the 
rcsult of much serious thought and 
contemplation. Resolutions were passed in 
ibe Saiva Siddhunia Mahasamajam in 
December 192b and the India Saiva 
Siddhanta Sungum ut January 1929 calling 
fix the special conference of saivite scholars. 
The moderation and sobriety of 
Sachidanandam Pillai were evident ia the 
planning of the conference. But the self- 
respect conference be kl on February 17-IK. 
1929 at Kanjipuram. came as the last straw, 
and any hopes of dialogue of compromise 
were dashed. In this histone conference, 
radical speeehe s and resolutions were made 
[Kudi Arm*. February 24. 1929{. Two of 
the resolutions that evoked hysterical 
reactions among the saivites were the ones 


regarding (be dropping of casta surnames, 
and the condemnation of sporting religious 
marks on the forehead.' 

These resolutions gave a scosc of 
urgency to the saivites and the arrange¬ 
ments for the special conference were 
hastened. Sachidanandam Pillai set the 
lone of the conference with a questionnaire 
titled “Saivappcriyar Tbanikkoottathin 
Avasiyamum Velaiyum' (The need for the 
special conference ofsaivite scholars and it* 
functions). This was carried in all the 
important saivite journals, with an appeal for 
the considered response of all concerned 
saivites. The statement began with the 
preamble: “Confusion now looms large in 
the society andreligiiHislifeotTamil Nadu. 
As the social formation and religion appear 
to be inextricably tied to one another, social 
reformers argue that religion is the cause of 
all social hardships, and arc going about 
condemning religion and working hard 
against it." Then it proceeded to ask the 
following questions:! I )lsreligioncsscniial 
for culture and morality? (2l If yes. what 
is the nature of religious life?, (it) What 
sort of rcligum is required in this century? 

(4) Can saivism be that rcligum? and 

(5) Wbal arc the cardinal principles and 
practices of saivism? The list extended to 
about 25 quest urns. Clearly, the scll-rcxpcci 
challenge had rattled the saivites: they were 
now being forced In introspect and raise very 
basic questions. The scif-rcspcclere 
responded to this with counter-questions, 
reiterating their posiuc.i. 

Consequently, the special conference 
evoked great interest and the outcome was 
eagerly awaited. It also brought to the fore 
die various strands within the saivites and 
much debate went on aboul them. Three 
predominant divisions could be discerned 
among ihc saivites. The first was the orthnduK 
group, consisting of scholars like P Muthiah 
Pillai and Swaminalha Pandilhar. who were 
fix lumlamctiiaJx. and opposed all change- 
Sivanexim was their monihpiccc. The 
dominant strand was that of the moderates 
which included Maraimalai Adigal, Tfuru 
ViKaliy anasundara. Sachida n a n dam Pillai 
M Balasuhramanta Mudaliar and others 
Their aim was lo accept some amount of 
reforms and overhaul saivism to the needs 
of changing times, and silence criticism 
from other*, especially the self-respect 
movement. They wielded considerable 
influence over the saivite fold and ran major 
journals like Nmnstdai. Xnmam i f Sehi end 
Siddk oninHL la« came the retunmsts. a 
motley crowd coostsang of S Muntgappn. 
V Q Chidambaram Pittai. P Chid a m b ar a m 
Pillai. P Thirukooda-xUftdaram Pillai. 
K M Balasubramamam and other*' 

The special conference was held on Match 
29-51. l929alTmmcfve(i < Hvr 90scholar* 
representing over 55 saivite organisation* 
mm presen t The conference was hugged 
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down in controversy right from the 
beginning. There was widespread accusation 
that the organiser* had sent invitations and 
entry forms only tntheirtmsted men. In fact 
P Thirukoodasundarom Piliai was at first 
even denied entry into the conference hall. 
He further complained that the conference 
resolutions were ail passed only in the 
subjects committee and not debated in the 
general meeting | Swadexamitran. May 20. 
1929|. 

The strength of the moderates was only 
too evident us all the resolutions reflected 
their preponderance. It was resolved that 
religion was indispensable for morality and 
righteous living, and that saivism was a 
rational religion suited to all times and all 
social formations. But it cannot be denied 
that (he propaganda of the self-respecters loo 
had its impact. Some forward-looking 
resolutions like tho abolition of dedication 
ofdevadaxis tosaivitc temples, the elimination 
of obscene images from temples and the 
nominal equality of all devotees within the 
precincts of the temple, were carried out.* 

The oilier sections of the »ai vitc fold could 
not push forward their views. The orthodox 
saivites were totally sidelined and the 
conference “was tactful enough to steer clear 
of the shoals and shallows of orthodox 
saivism" {Revolt. April 10.1929|.PMuthiah 
Piliai opposed the resolutions regarding the 
equality of all inside the temple. He argued 
that 'the base classes' who indulge in drink 
and such other vices had no business inside 
the temples. He further elaborated his views 
in a particularly obscurantist article titled 
'PoruthamatraThecrmanangal' (Irrelevant 
Resolutions). 

On the other hand, the reformists 
fared even worse, and as the Revolt 
observed, a three months' tuss had ended 
only in a lot of snu>kc Scholars like 
K M Balaxubramaniam. S Murugappa and 
P Chidambaram Piliai did not even turn up 
at the conference, for whatever reason. The 
reformists pul up a weak presence in the 
form of V O Chidambaram Piliai and P 
Thinikoodasundaram Piliai. and it is not 
even clear what they actually did. Kmmran 
reported that "V O Chidambaram Piliai 
elaborated on some of the ways to reform 
saivism. As most of the delegates did not 
agree to his views. Mr Piliai walked out of 
the Subjects Committee" [Kumttrtm. April 
1929). Kudi Aram, probably exaggerating, 
wrote, "It appears (hat V O Chidambaram 
Piliai and PThirukoodasundaram Piliai were 
not permitted to attend the Special 
Committoe. Then V () Chidambaram Piliai 
walked out saying that, instead of even 
outsiders getting drawn towards saivism. the 
outcome of the conference was that some 
actually bad to move »xn of saivism. | Kudi 
Ants*. April 7. 1929], 

Though the saivitc journals maintained 
silence over tbi* affair in the beginning, later 


they came out with their version. 
M Balasubramania Mudaliar said that 
V O Chidambaram Pillaj was present during 
the entire course of the Subjects Committee 
and that he signed the minutes and poaed 
for the photograph in the end; further be had 
even argued that sporting sacred ash was not 
an indispensable saivitc practice. In keeping 
with his view, the Subjects Committee had 
defined the practice (onuuanam) as a "general 
practice" [Suldhantam . May 1929]. 

Thinikoodasundaram Piliai criticised the 
formal passing of resolutions at the general 
meeting without any debate. He was a 
Oandhian nationalist and had noconnection 
with the self-respect movement as such. But. 
as he had a zeal for reform, he participated 
in the conference. As the self-respectjournals 
wrote in praise of hi* activities, he was put 
in a delicate situation and was forced to 
explain his stance vis-a-vis the self-respect 
movement through a public statement. He 
explained that he favoured the reforms pro¬ 
posed by the self-respect movement hut not 
at the expense of the freedom of the nation. 

On tile whole, the Tirunclveli Special 
Conference ended with the moderates 
asserting themselves. Both the conservatives 
and the reformists were sidelined in the 
battle at Tirunclveli. But the war was not 
/ yet over. A further bout had to be fought 
at (be Thiruppatirippuliyur conference, to 
which wc shall now turn. 

IV 

Thiruppathirippuliyur Saivitc 
Conference 

The Tirunelvelt conference had closed 
with the decision that the resolul ions passed 
had to be ratified in a further conference to 
be held at Thiruppalhirippuliyur. in the light 
of further discussions. 

I .earning from the Tirunclveli experience, 
rearguard action was taken to barricade the 
conference from self-respecters' infiltration. 
Ina statement, the secretary ofthe conference. 
M Balasubramania Mudaliar. announced that 
only delegates sent by saivite associations 
would have a vote: all amendments were to 
he submitted in writing beforehand, and 
finally, all those who wanted to address the 
conference wouldhavc tosubmit the written 
text \Nnvsakti. May K. 1929|. 

The target id these restrictions and their 
objectives was clear. They were meant to 
ward off any threat to (he hold of the 
moderate saivites from the self-respect 
front. P Thirukoodasundaram Prliai 
condemned the mi >ve* of the orggpisers and 
laid hare their motives. Kudi Araxu 
condemned these moves: "Isn't it clear from 
the fact that Messers V O Chidambaram 
Piliai. P Thuukoodasundamn Piliai and 
Pi* rvaJor Sclvoganapatby were not permuted 
to attend the Sarvits Conference at Tirunclveli 
and ThiruppathnippuJiyur. that whatever we 


had said about the Saivite scholar* and dwir 
motives is organising the Conference is 
truer [KudiArmu] June 29, 192»]. 

The Thiruppathirippuliyur conference 
was held es scheduled end went far six 
days from May I A, 1929. The conference 
was held with much fanfare in the Onaniyar 
Mutt under the prexidon tshipof Maraimalai 
Adigat. In this conference, orthodoxy 
raised its head once again and attempted 
a comeback. Sivtmesan expressed its 
apprehension that the presidentship of 
Maraimalai Adigal. instead of Qnaniyar 
Adigal a* contemplated earlier, would give 
concession to further reforms. It called for 
resolutions that would reflect, in its view, 
the hue aspirations of the entire saivite 
community [Sivaneran. Aprii-May 1929). 
Rm S Chokkalinga Ayya of Chidambaram 
argued against the equality of all in the 
precincts of the temple. P Muthiah Piliai 
further continued his conservative attack by 
criticising at length the presidential address 
of Maraimalai Adigal. 

The conference finally concluded that 
religious reforms should be effected without 
prejudice to "indispensable ancient 
principles", and granted quite a few 
concessions to the orthodox. The sporting 
of sacred ash which was changed to "general 
practice" from "indispensable practice" in 
the Tirunclveli conference was again 
reversed. Moreover, the clause that only 
those who agreed to the resolutions would 
get franchise was incorporated into the 
constitution of the Saiva Siddhunta 
Mahasamajam. the apex body of all saivite 
associations [Siddhanlum. June 1929]. 

The saivites thus met the challenge posed 
by the self-respect movcmcnt.The moderates 
more or less asserted themselves by granting 
token concessions to the conservatives and 
fully wardered off the reformist challenge. 
As the entire reformist stream was given no 
quarter in the conference, a rival conference 
was called by it. The self-respect saivites’ 
conference was hcldonMayZA. 1929. where 
S Murugappa and N Dandupani Piliai spoke. 
They argued that saivism had become a 
puranic religion and external features were 
given priority over the suhstanuve essence. 
Tlie Tirunclveli and Tuupputhinppuliyur 
conferences were roundly condemned, and 
their resolutions, they maintained, "would 
not in any way bind the true saivites". It was 
also resoRvd to bold the next conference st 
Tlruchi. and Mani Thirunavukkaraxu 
Mudaliar. V () Chidambaram Piliai. 
P Thinikoodasundaram Piliai. K A P 
Vicwarutham.GuruswamlSamiChidamlwam 
and S Murugappa were elected to the 
reception committee. We have no further 
news on this conference, which in all 
likelihood, fizzled out Bat another 'True 
Saivite* Conference* was held on July 21. 
1929at Tirunclvali, where P Chidambaram 
PiUtT of Nagercoil delivered a lecture no 
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'‘arKnapnct mi aMm'r attscfciag the 
d * gti n rrrti oo wfaich ha d itetliito sarvism due 
to tbe compting Influence of amartha 
brahminUm. In a despomte bid to win over 
tbe sarvftes, be spake of tbe saiva-vellalar 
origin* of the self-respect movement He 
alto tried to rally sober scholar* like 
Sachidanandam Pillai by attempting to 
make common cause. But hi* strong 
oooderanation of caate superiority and the 
atyan element in aaiviam, along with the 
advocatkmof liberty.equality and fraternity 
were only bound to further alienate the 
aaivitea. K M Balaaubramaniam wrote on 
more or leaa similar lines, presenting the 
self-renpectsaivite view in hi* article* in the 
Revolt. 

Tbe reformist self-respect saivitc* were 
clearly marginal to the saivite fold Apart 
from their numerical minority, they also 
lacked ideological clarity, which further 
weakened them. Thi* is also borne out by 
their future career, which requires a separate 
study. Tbe majority of the saivite elite had 
met the challenge posed by the self-respect 
movement on its own terms and also 
redefined their self-identity. The relationship 
with the non-brahmin movement was more 
or less clearly delineated, and from then on 
it was mainly a question of strategic alliance 
at times of mutual crises and common threats. 
Such alliances were struck in the 1930s. only 
to break down after the storm had blown over. 

V 

Saivite and Self-Respect 
CoBa ho ration 

The 1930s did not witness the sort of high- 
strung and heated conflicts between the 
saivites and the self-respect movement that 
marked the final years of the prcviousdecadc. 
The non-brahmin movement, which was 
expanding its social base and mobilising a 
far wider section of the populace than ever 
before, bad more or less made clear what 
its position was vu-o-vi.r the saivites. The 
link between these two aspects deserves a 
more thorough study, which we shall not 
undertake here. Ideologically too. the self- 
respect movement had clearly defined its 
stance regarding aaiviam: the saivitc texts, 
apnatlea and elites were to be treated on a 
par with other religions, whether ary an or 
non-wyan. Religion, of whatever origin, was 
to he targeted from a ratonalist perspective. 

Gradually the critique of saivism lost 
much of its sting, though it continued to 
he made in (he pages and platforms of the 

self-respect journals and conferences The 

saivite reaction too wa* not as vociferous, 
and resolutions condemning self-respect 
propaganda Were proposed more as a 
routine, and paaaod without much hype. 
For instance, in tbe saivite conference at 
Thiravennainallur in early 1930*. a 
resolution waa passed celling for the 


defence of *aivi«u against tbe ‘present 
danger 1 by appointing propagandist*, 
publishing and distributing pamphlets and 

Ixwkkt*. and the like.Similarly, in theannusl 

conference of tbe Ssiva Siddbsnia 
Mihasamajam held at Thkuvirkotam in 
January 1933, the questions of no touch- 
ability, Caste distinctions and temple-entry 
were discussed, in which tbe impact of the 
encounter with the self-respect movement 
could be fell [Siddhanlam. January 1933). 

Direct encounters between the two. which 
were now becoming stray, continued to be 
marked by heated exchanges. The Madras 
Provincial Tamil Conference held in June 
1934 was one such instance. In the Subjects 
Committee of the conference presided 
over by T V Umamaheswaran Pillai. 
C D Nayagam, closely identified with the 
self-respect movement, raised the question 
of the agenda right at the start. Cbavadi 
Kootha Nayanar wanted Ui bring a resnlut ion 
calling for the abolition of caste, which was 
disallowed. Virudhai Sivagnana Yogigal 
posed a challenge to the self-respecter!, by 
saying that ali Tamil works affirmed the 
existence of god. Someone from the crowd 
said that there should be scope to discuss 
atheism too. T V Umamaheswaran Pillai had 
to intervene and put an end to ail such 
discussion. Later, as Maraimalai Adigal 
began his inaugural lecture. C D Nayagam 
raised a point of ordersaying, "a conference 
meant to discuss Tamil should not he begun 
with jn invocation to god. ' When Adigal 
queried if Thevanmi could be sung. Nayagam 
replied that it could be sung as music 
\Kunutran. June 21. 1934). 

Another turning point in the relationship 
between the two sides occurred in 1935. In 
that year. Maraimalai Adigafs hook of 
essays. Arivural Kolhu. was prescribed as 
a textbook for intermediate cxammatinnsnl' 
the university of Madras. Nationalist journals 
like Hindu. Dintunani. Swadexnmitran anil 
Ooliyan raised a cry that one particularcssay 
titled. 'Tamils and Westerners', was an 
affront to nationalist sentiment as it spoke 
highly ot the west at the expense of Tamils. 
Ooliyan declared."... No true son of Mother 
Tamil will bear to read the passages which 
indulgeinunjustifi able prai sc of westerners 
and dende Tamils in the most repulsive 
terms... That such acts should be done in the 
name of non-brahmin struggle is a shame 
to those whocsl I themselves non -brahmins" 
\Ooliyan. August 9,1935). Tbe nalioauHst 
press. Jem aaded the withdrawal of the hook 
from the university syllabus. 

Tbe scif-rcspect-movement, burying the 
hatchet and sinking its earlier difference*, 
hastened to the defence of Maraimalai Adigal. 
Kudi Aram. Pakutharivu and Justice 
published editorials and article* justifying 
Adigal’* position and his constructive 
critique of the Tamils. Ncdavathi. writing 
in the Kmdi Anon, rallied evidence from 


Snbnunania Bharati. the T mil poet, who 
had made similar observations Kaivaly «n 
writing in the same journal exposed the 
motivation* behind the moves of the 
nationalist press and alleged that it was all 
nothing but a conspiracy of the brahmins. 
Pakutharivu compared Maraimalai Adigal 
favourably to U V Swaminatha Iyer, and 
drew attention to the disproportionate share 
of respect, fame and name that the latter had 
made. The crux of the self-respect response 
was that Adigal was being made the target 
of attack for being an erudite non-brahmin 
scholar, which fact the brahmins could niu 
stomach. Earlier differences and had blood 
were forgotten. In fact, when Maraimalai 
Adigal remitted some money to Periyar for 
the bisiks thalhad been sent. Pfcnyarreturned 
the money saying that the books were a gift. 

These acts of personal goodwill was 
followed by a broader alliance hetween the 
self-respect movement and the saivites during 
tbe anti-Hindi agitation in 1937-39) Arouran 
1980). In 1937. shortly after accepting office 
under the government of India Act of 1935. 

C Rajagopalacban introduced compulsory 
Hindi in schools. This was seen as a brazen 
act of imposition ot a foreign language, to 
the detriment ofTamil language and culture. 
The self-respect movement picked up the 
gauntlet and launched an agitation calling 
for the repeal of H indi. The saivitc elite too. 
who for long had championed the Tamil 
cause and even proclaimed themselves as 
the guardians of Tamil, jumped into the fray. 
Both sides opposed Hindi and saw its 
imposition as part o. a larger brahmin 
conspiracy. 

The saivites conducted a number of meet¬ 
ings and processions lo condemn Rajhi’s 
move. Inaugurating the Tiruchi Tamil 
conference. K Suhramania Pillai emphasised 
that the entry of Hindi would spell doom 
to Tamil and even called tor the creation of 
a separate Tami' province In the Annual 
Saiva Siddhanla Mahasamajam conference 
at Vellore held in December 1937. similar 
views were expressed and resolutions passed. 
One resolution condemned the imposition 
of Hindi, which was not even part of Ac 
Congress manifesto. T V Umamabc*varan 
Pillai organised condemnatory meetings 
under the aegis of tbe Karantbai Tamil 
Sang am in Thanjavur. The Titlai Tamil 
Sangam at Chidambaram, in its first 
anniversary meeting condem n ed c o m p ulaory 
Hindi. Prumincrtt saivitc Tamil scholars like 
N Kaadaswamy Piltai. PiadiAmtai 
Kathiresan Chet tsar and S Sammndm 
Bharati particip ated in this conference. At 
Thtruvaiyan. A V cn ka t a ch alan Pillai land 
a rally of stock* is of the Sent an! College 
on August 31. 1937. He aJao organised « 
meeting m November 1937. in which 
S S Bharati, T V Umamaheswaran PaUat 
and K A P Viswanatham spoke. The 
saivite elite in then traditional stronghold 
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of Tirunelveli. organised an association 
called Tamil Pathukappu Kazhagam 
(Tamil Protection Association) for fighting 
Hindi. Doyens: of the xaivite world M V 
Nellaiyappa PillaL M S Pumalingam Pillai. 
PunnaivnnanathuMudaliar, K Appadurai and 
V Thiruvarangam Pillai were active in this 
association. The association also published 
a number of pamphlets. V Thiruvarangam 
Pillai. who was the moving spirit behind it. 
also published a number of anti-Hindi 
writings in SentamilSeM. the Tamil research 
journal run by him. Scholars like Maraimal ai 
Adigal. Sivananda Adigat. M V Nellaiyappa 
Pillai. Anil Thangayya. Devaneya Pavanar 
and Ilavalaganar contributed to the above 
journal [Seniamil Selvi 1936-38). 

It was in the context of anti-Hindi campaign 
that the self-respect movement sought to 
forge an open alliance with the saivites. Its 
call to the saivitc world were murked by 
statements meant to provoke them into an 
active alliance, which also shed light on the 
actual nature of relationship then existing 
between the two. Kudi AmxH. exhorted the 
heads of the powerful saivitc mutts. "We 
will forget all that you have done before. 
Bravely come forward now: apart from 
providing pecuniary help, you should also 
send your devotees to our side..." )Kudi 
Arasu. May 8 1938). Again, in another 
editorial. Kudi Arasu. calling for the unity 
of all Tamils, duhhed the imposition of 
Hindi as an insult loxaivjsm. It went on to 
elaborate. “It can he generally said that if 
the Tamil people have tumbled into the 
Aryan-trap and arc unHhlc to extricate 
themselves, it is because the saivites are 
assisting the Aryans ... It was because ol 
this that Aryunx achieved dominance tnTam i I 
society through religion... To this day. it is 
the Saivites who act as Hanumans in 
maintaining this dominance. We ask them, 
should they not expiate for their past acts. 
There is no doubt that the ruthless rule of 
Acbariar [Rajaji) will come to an end the 
very day that true Saivites attain at least an 
iota of self-respect and fight against their 
‘.Satxudrn status. And if Achanar is able to 
indulge in ruthless and foolhardy acts it is 
because he is certain that .Saivites will not 
attain such consciousness very easily" (Kudi 
Arasu. May 29. 1938J. We notice here a 
shrewd mix of incitement and encouragement 
to both provoke and exhort saivites to join 
hands with the self-respect movement to 
oppose Hindi. The hasisou which the alliance 
was sought was anti-hrahaiinixm and a threat 
to the Tamil larifeuage. 

An article in Kudi Arasu reminded the 
saivites of the hue and cry they had raised 
■gainst the self-respect movement in the late 
1920s. and asked sarcastically what they 
weir going to do when the brahmins were 
attacking Tamil which had been begotten by 
Lord Siva himself. M R Mithiran of Dindigul 
wrote an epistle in verse form loMaraimalai 


Adigal requesting him to jump into the fray 
and join hands with S S Bharat! in the fight 
against Hindi. 

The call of the self-respectera did not go 
unheeded. On the occasion of the annual 
celebrations at the Thiruppathirippultyur 
mutt in June 1938. Gaaniyar Adigal. when 
asked about the introduction of Hindi, said: 

... A thousand years ago. Sanskrit came to 
Tamilnadu. We welcomed it... A few 
centuries ago. English came. We said, 
'Welcome* and showed warm hospitality. 
What did we gain? Slowly these two 
languages devoured our Tamil language. 
Now Hindi lot) is coming. Moreover It is 
going to he mandatory, let it come and stay. 
Let Tamil be done away with: destroyed. Let 
Tamil lovers be abettors to this! INavasakti 
June 17. 1938; emphasis original). 

Such moving words uttered by a venerated 
scholar - saint could not he easily ignored. 
KvcnThiru Vi K.iliyanasundan who opposed 
the anti-Hindi agitation as it undermined the 
nationalist cause, was forced to publish this 
speech in his Navasakti. 

An alliance between saivites and the self- 
respect movement was marked by a series 
of joint meetings and conferences. At die 
third self-respect conference in Thuraiyar 
in August 1937. Pcriyar. Ponnamhalanar. 
K M Balasuhramaniam. C N Annadurui 
and K A P Viswunutham spoke. In Madras. 
S S Bliarati. Annadurai and K M 
Balasuhrnmaniam spoke at an anti-Hindi 
meeting. K M Balasuhramaniam. K A P 
Viswanatham and C N Annadurai addressed 
the third Salem District Sell-respect 
Conference in October 1937. S S Bhurati 
went on an extended lecture-tour of Tamil 
Nadu calling ti>r the repeal of compulsory 
Hindi. At Tirunelveli. Annadurai spoke on 
the platlorm of the Tamil Pathukappu 
K:i7Jiagam in October 1937. with M S 
Puranaligam Pillai on the chair. S S Bhurati 
as a co-spcakcr and M V Nellaiyappa Pillai 
proposing a voteof thanks. The third Madras 
Provincial Conference at Tiruchi in 
December 1937 contained a fair proportion 
of self-respect lenders like FVriyar. C N 
Annadurai. Gurusumi and Kunchitham. So 
was the Ramanuthapuram District Tamil 
Conference held in December 1938. 

The saivaitc journals were open to the 
self-respecters and vice versa. J”he 
proceedingsofthe anti-Hindi agitation were 
reported at length, especially of the saivitc 
meetings, by self-respect journals. Ezhathu 
Sivananda Adigal. on behalf of the self- 
respect movement, printed and distributed 
free 15.000 copies of Maraimalai Adigal’* 
book. 'Why Hindi should not be made the 
lingua franca of India’ {MAD. ifovcmber 3. 
1937). The agitation against compulsory 
Hindi brought forth views both, the self- 
respect movement and the saivites, shared. 
A classic instance is (he inaugural lecture 
T V Umamoheswanm Pillai delivered at (he 


Ttruchl Tamil C a nfcren ceinDooeinbtir.' 
Harking backto the great antiquityofTaa 
be ascribed their fill to wyan oonapir 
The brazen actions of the CongreMtalai 
and the vanity of Rajaji were identified 
brahmin ism and roundly condemned. 

But the consensus that had been fo 
had its limits. The self-respect tnoveme 
objectives were far-reaching, and the allit 
with the saivites was arrived only on an, 
brahmin platform to defend a comm* 
perceived threat to Tamil. The limits . 
clear even during the honeymoon at 
Tiruchi conference. Penyar htougl 
resolution saying that the conference 
lost confidence in the governor as he 
signed the Congress hill on Hindi, h 
developed cold feet and Pcriyar’s resolu 
had to be dropped (Kudi Arasu. January 
1938). A deputation to meet the govei 
was then proposed. Pcriyar declined l- 
pan of this deputation as he felt that 
governor would not intervene in this mi 
ax the British hud nothing to lose 
mandatory Hindi. 

This incident dramatically highlights 
ambit of the consensus. The self-res| 
movement had far-reaching goals, am' 
unti-Hindi agitation was only one ixsu 
its programme, and was not an end in ii 
as it was for the saivites. Moreover, gi 
its political experience, it was not avers 
using coercive ugitationul tactics to achi 
its programme. Thcsuivile elite couklni 
think beyond safe, constitutional methi 
It was only a sense of crisis and the th 
of a common danger that had led to l! 
alliance. With the Congress relim|utsl 
office after the outbreak ol second w< 
war and the repeal of compulsory Hindi, 
stage was once again set for conflict betw 
the two. 

The first of such conflicts in (he imrned 
aftermath of (ho anti-Hindi agitation was 
Tamil Marriage Conference. As part o. 
larger programme for a socially just 
cgalitanun society, the marriage-system; 
came under the self-respect movemc 
attack. The prevailing system ol marria 
Was condemned as patriarchal, aryan. devi 
to serve the needs of brahmin priest*. To 
system, the self-respect movcm 
coun terposed a new form of marriage wt 
emphasised the contractual nature of 
relationship and the equality of man 
women mil. This new system did away v 
brahmin officiation. rituals and even 
*thali\ the wedding chain which the bt 
was expected to wear around her neck 
through her life f Anandhi 1991; Pane 
dal 1991). 

While (be anti-brahmin nature of s 
respect marriage won welcome tothe sat vi 
its other aspects, especially the anti-religi 
and anti-patriarchal content were anatbei 
In July 1939. a Tamil Marriage Confore 
was conducted in Madras. Presided o 
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fit j<<l itaitrh ' H» 'Maker* 
tachfded K Subramaftii PHlni, S S Bharati 
afldT V Paw mbowe r — Pillii. the very 
saivite* who wen lot be vanguard of the 
anti-Hindi agitation. In the conference it 
was emphasised thatpre sent-day marriages 
were full of embellishment* introduced 
by tryaa brahmin* after their infiltration 
into Tamil aociety. 1 * The ancient Tamil 
practice of marriage, baaed on love wan to 
be emulated. Brahmin offleiation and 
Sanakrit incantation* were tobeaholiahed. 
Simple marriage*, in the pretence of elder*, 
by the tying of the thali waa to be the baaia 
of tbeTamil ayalem of marriagefKiotkiran 
July 27. 1939]. 

In 1940. the aaivitc* organised the Tam i lar 
Samaya Matudu (Conference of Tamil 
Religion). Here too. Moraimalai Adigat. S 
S Bharati and K Subramonia Pillai gave 
ah ape to the saivitc response. The aelf-reapect 
movement interpreted the pre-aryan Tamil 
society tn secular term*. A golden age ot a 
haretonioua aociety. devoid of religion and 
caatc. waa portrayed a* the ideal that wa* 
to be recreated. The aai vitc conception went 
only half-way. Pre-aryan Tamil society in 
their view waa a vellalar civilisation. Saivixm 
waa ila religion. Caste distinctions based on 
birth, ritual* and priesthood were aryan 
accretion*. Some of (he heat elements of 
atyan-brahmini*m were actually the product 
otTamil genius which had been appropriated 
from xaiviam [Adigal 1927: Pillai 1940]. 
These views were put forward in the 
conference and colonial Hindu law* were 
condemned for their aryan bias. During the 
course of the conference some self-respect 
activists stormed in and tried to debate the 
resolutions, causing chaos. The self-respect 
movement also responded in writing to the 
saivitc view expressed in the conference. 

The incidents of *elf-re*pecicrs gate¬ 
crashing into saivite meetings were more or 
less tegular affair*, and were seen more as 
a nuisance than as teal challenges to the 
saivite view. For instance, at the Salem 
Scnratnil Conference, presided over by 
Maraimalai Adigal in October 1944. Era. 
Neduncheliyan "spoke insultingly of saiva 
religion and temple worship and offended 
the audience which rose against him. He and 
hi* sc If-respecters caused great commot ion" 
{MAD October 22. I944|. In 1943. when 
(be self-respect movement launched a 
campaign to hum publicly, the Kamba 
Ramayanam and the Pcriyspurmnam. the 
saivite reaction wa* a muted echo of the I ate 
1920*. Pandtlhamani Kathircsan Chettiar 
released • statement condemning the move 
in strong terns. And when an open debate 
hetween the self-respect leader* and saivite 
scholar* was organised in early 1943. C N 
Annedurai and Ezhathu Adigal confronted 
SSomamndara Bharati and RPScthu Pillai. 
While the hrunt of the attack wa* against 
Kamba Ramayanam. the saivitc classic 


ftsiyapuratMQreceivudrMriy token reantkio. 

Moreover. S $ Bharati and Sethi PtUai 
defended the classics not m rcligiflfts/satvitc 
terms but more or less purely on literary and 
aesthetic grounds. Annacarricd the day with 
his youthful exuberance and novel style of 
elocution. Clearly the saivite question had 
ceased to he an issue. Yet the fact remains: 
the stalwarts of the anti-Hindi agitation, who 
once shared a common platform now crossed 
swords. 

VI 

Conclusion 

The discussion of the xelf-respect 
movement and the saivite elite suggests 
that a one-to-one matching of the saivitc* 
and the dravidian movement is untenable 
and does not even deserve the description 
of being reductionist. With the launching 
of the self-respect movement in the mkl- 
1920s. the gulf hetween the saivite elite 
and the non-hrahmin movement widened 
enormously. The difference* between the 
two were predominantly ideological, which 
rattled the saivitc* into rethinking their 
religion, philosophy and politics. The 
discussions within the saivite fold 
crystallised and came to the fore under the 
impact of the self-respect movement. While 
the non-hrahmin movement did have its 
ideological genesis in the intellectual output 
of the saivite elite, the root* of the self- 
respect movement did not draw solely froin 
this, and even when it did. it gave an 
entirely different radical interpretation 
which terrified the saivite*. 

Even when both shared Vn anti- 
brahminism. there was wide divergence over 
what it meant. The saivite* gave a very 
sectarian interpretation to anti-brahminism. 
harking back to a pre-aryan Tamil society, 
where the vcllalars occupied a pre-eminent 
position. In this conception of ancient Tamil 
society. saivilesrcplaced brahmins, and their 
scriptures replaced the vedas. Even caste 
remained, though it was only occupation- 
based and no stigma was attached to it. 

In comparison to this, the self-respect 
version was revolutionary. In iu view ancient 
Tamil society was egalitarian and democratic. 
There was neither religion nor caste. Perfect 
equality prevailed. The disintegration of this 
ideal society was seen to be the result of the 
brahmin incursion into Tamil country and 
all the ills of a caste-ridden and religious 
society were ascribed to this. In many ways 
titis reminds us of the notion of 'Norman 
Yoke' which wax held by the radicals during 
the English revolution: the fall of merry 
England wax seen to he the result of the 
Normas invasion. This notion po ssesse d 
immense radical potential during the 17th 
century and impelled the English to 
insurgency [Hall I9W>|. Further, when the 
Tamil classical canon was constructed in a 


comter-hegemonic move in the 1940*. the 
dravhluui movement wa* able to exclude 
religious texts, which m die Tamil context lj 
mostly consisted of saivitc works. 

The late 1940* and 1950* saw a further 
widening of the social base of the dravidian 
movement, with the Dravida Munnctra 
Kazhagam (DMK) joining electoral politics. 
Consequently, it has, in post-independence 
Tamil Nadu, created an ambience to coolest 
the still-powerful brahmin hegemony and 
ha* alxo delivered a share of political power \ 

to backward castes." Thus, the saivitc 
question in the dravidian movement would 
now seem to heof little more than academic , 

interest, if not for the fact that recent 
researches have once ag ain raised the bogey 
of vellalar dominance. 

Notes 

|This paper form* a pan of the ongoing joint 
work on ihe history of the dravirtiaB movement 
by MS S Pnndian.S Anaadhi. and myself. Aa 
earlier version was published la the Tamil 
research quarterly Araich (acw senes). No 35. 

April 1990. Its editor, aad P Athiyamaa pro¬ 
vided elaborate comments. K N Pawkkar 
criticised the linat draft. Aa expanded version 
is lotthcommg a* a hook in Tamil.] 

1 The definition of saivitc* is no douht 
difficult, underlining the complexity at the 
whole issue in question. As POudumharem 
Pillai. ht*h a saivite and a self-respecter, 
said in 1929. “Who IS a xmvrfe and what 
is saivixm are difficult todefme. Sometimes 
ii denote* a caste or sub-caste: at other 
tunes It denotes a religion: at a (bird H > 
denotes a system of philosophy If may he 

all three at the same time. It may inthcme 
a Vellala or not: it nuy indicate a vegetarian 
or non-vegetanan". ( Su\amartyolhtiyum 
Soivamum. Hrodc 1935). For purposes of t 
the issue* raised in this paper saivite refers s 
to the educated due belonging to the upper ■ 
castes of saiva vellalar.*. modatiae*. 
dietliars. etc. who swore by the saivite 
religion and saiva siddhama philosophy and 
identified themselves a* smvthw. 

2 Maminialai Adigal (1X76-1950) was aa 
eminent scholar in Tamil aad saivixm. He 
was a prccoclou* youth and wa* smoSef 
w-Hh P Suadamm Pillar xml Somwafn 
Sayapar in his youth. Acdarmedasthc hhtt 
of (he Pure Tamil nwvemeM. wfatch nought 
to eiuphasme the independence aad mtt- 
retiaaceoithe Tamil language, his books dm 
provided one trf the buses lor die to runddinn 
of the drnvidiua ideology. Axwedadlsnein 
the course of this paper he played a kudtag 
part ui the coulhcu between the xarnres and 
die self-respect movement. 

3 SeeiheeatriesdaiedMty27.t92t.hme 5. 
192*. June 16.192X. June 26.1921 aad Jane 
29. 1921 (henceforth MA BY Mrriisuh) 
Adigd nssmtaraed tax dunox «a Eagttdi 
from 1X9* till fax death re <950. Sue 
A R Vnakasacfanhpafby (dt Rr t s iad a 
Adtgufnr M mtar i ppagaf . M ad r as. MU I 
am thankful to R MurtMtcnmasaxamy, . 
M an a g in g Director. Sarva&rddhaataWaAx 
Pubhxhiig Soosty for Ore n p pn dua w y to 
edit thane di an as. T lwhy pa dre s irp uit u r wa rt 
i* that paper was Rnt fnm nd at o i during 
the course of rdariag Ore daareas . 
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4 J S Kaaxapptr, u adi dravidu by birth, was 
niiut » Kudest of Manrauitw Ad)g«l. 

5 Sadiidanandam PWJai emphasised this. The 
pous beiag made is that htahmias arc aot 
pad of the Tamil people. 

6 Saivite* wok thinowem or sacred ash on 
their forehead which constitutes a very 
important mark of their religion. 

7 This three-fold classification is drawn from 
theiasigbiftdnbservaliogsof Kumaran (March 
28. 1028) and Siddhantam (May 1029). the 
latter actually used the very terms 
conservatives', 'moderates' and 'radicals' in 
parenthesis. 

8 For the full text of the proceedings and 
resolutionsutthe Tironelveli ('(inference. see 
Siddhantam. Apnl 102'); Nagasaki i. April 3. 
1929; Shancsan. 2 ('4). 2ft I’angum. Vihhava 
(March-Apnl 1929). 

9 POuctunbnrani Pillui's uddtess to the meet. 
SuyamamathaivumSailaimim. Erode. 1933, 
was published only many years later. Bui an 
English version of it was serialised in Rei-oh 
every week, from August 18 to September 22. 
1929. The articles were signed 'FTP'. 

10 In 1933, there was u dehate between 
M Rugluivaiyangur and S S Bharat i over a 
stanza in Tolkappiyam. the ancient Tamil 
book of grammar, eoncermng the institution 
of marriage. The debate generated mud) 
heal. The self-respect movement sided 
with S S Bhurali's refutation of Rughav- 
aiyangnr's pro-brahmin inter-pretuiion. 

11 Inddetfally. iheSaiva Vdlalarsarenot imhc 
list of backward castes deserving reservations. 
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Magnitude of Groundwater Exploitation 

BDDhawn 

Official statistics indicate a rather confusing picture of groundwater exploitation in India. As per the irrigated 
area figures of the Planning Commission, development of groundwater irrigation has reached disturbing levels in 
many states, notably VP. Gujarat. Punjab and Tamil Nadu. But the less known volumetric statistics in respect of 
groundwater Irrigation compiled at the behest of the Central Groundwater Board are rather reassuring. Barring a 
dozen districts of the West Indo-Gangetic plains, no state as a whole appears to have reached the danger mark of 
groundwater over-exploitation. The reality is somewhere between these extremes, more likely nearer to the Board’s 
than the Commission's assessment. 


Introduction 

THE objective of this article is to examine 
available empirical evidence with regard to 
over-exploitation of groundwater resources 
of the country. There is much misgiving on 
this account, and several measures ha ve been 
suggested to prevent and rectify over¬ 
exploitation of groundwater. The focus here 
is simply on assessing the extent of over- 
exploitation of groundwater. 

Water can be conveniently measured by 
volume. But no volumetric estimates of our 
groi/hdwater reserves are yel available, 
(hough groundwater is a mineral resource. 
Thus over-cxpioiiatiou of groundwater 
cannot he ascertained in tennsof a reduction 
in volume of groundwater reserves. Thus 
over-exploitation has to he studied perforce 
with the aid of other data sources. While 
doing so. wc must hear in mind two things. 
First, in such indirect probes no concrete 
idcu about the rate of reduction in 
groundwater reserves can he formed. Ai 
best, we can get to measuring the excess of 
groundwater withdrawals overgroundwater 
inflow into a given groundwater reservoir 
called aquifer in hydrological parlance. 
Second, the evidence could he merely 
symptomatic of groundwutcr over¬ 
exploitation 

There are many measures dial point lo 
groundwater re source being under pressure. 
Prominent ones among these are. 

(1) reduction in irrigated area per well: 

(2) reduction in discharge of water from 
pumps and bore holes; 

(3) increase in well-deepening by tanners; 
and 

(4) premature drying upol shallow wells. 
All that we need to ensure is ihc elimination 
of factors other than groundwater depletion 
that might be giving rise to the above 
symptoms. For example, reduction in 
irrigated area per well could he also due to 
following contributory taciors: 

(i) increasing shortage o| electricity for 
pumpset operation: 

Hi) wellownerx shifting away from lightly 
to heavily irrigated crops like paddy 
and sugarcane; and 


(iii) newer wells being installed increasingly 
on smaller land holdings having lesser 
irrigable urea. 

Tikfcii ALTOtNATivu; 

Groundwater over-exploitation can he 
examined using three sets of statistics, 
namely, irrigated area statistics, volumetric 
data on gmundwatcrusc. and data on decline 
ill water table. The area statistics according 
to groundwater and surface water irrigation 
are separately prepared hy the Planning 
Commission. These pertain to (I) ultimate 
irrigation potential. (Tf created irrigation 
potential and (3) utilised imgal ion potential. 
It the crealcd/utiliscd irrigation potential 
from groundwater sources comes to exceed 
the ultimate irrigation potential from 
groundwater resources, one can say that 
groundwater has possibly i cached a stage of 
overexploitation. 

Volumetric data on groundwater are 
compiled hy (he CciilralGround water B< >aid. 
It docs (his compilation in close collaboration 
with ground walci investigation organisations 
ol various state governments. Essentially, it 
offers two estimates- (1) volume of annual 
groundwalcrrechargeorieplciiisbmcmand 
(2) volume ol annual groundwater draft or 
withdrawals. (iver-exploitatton arises when 
groundwater draft tends in be in excess of 
groundwater recharge, in accounting terms, 
this excess withdrawal of groundwater 
comes from a like decrement m the stock 
of groundwater reserves. 

Depth to water table is measured through 
selected observation wells (also called 
‘hydrograph stations'!. The Central 
Groundwater Board, as also the stale 
groundwater investigation organisations, 
keep such ohservat K>n wells so as to measure 
rise in wafer table due to monsoon rains, a 
key parameter in the assessment of 
groundwater recharge. This rise is the 
difference between the pre-moasoonsnd the 
post-monsoon water levels in « well. The 
case of ovcr-cxploilation arises when die 
pre-monxoon/post-monsoon depth to water 
table in a well increases permanently. In 
otlter words, cyclical decline in water table 
ill a (bought year is to he ignored because 


such decline gets reversed in subsequent jj 
above normal rainfall years of a rainfall | 
cycle. j. 

As far as ready availability of data is x 
concerned, the irrigated area approach to 
groundwater over-exploitation is the most 
couvenientoncofthethrecapproachex.Next { 

in convenience is the volumetric approach. ? 

which is also conceptually superior to the ! 
irrigated area approach The least convenient ? 

is the water table approach. For one, long¬ 
term data on changes in water table are 
lacking. Gathering of such data on a 
systematic basis commenced in the early 
seventies. For another, even these data are 
nol readily available in published form. 
Thirdly, there is the problem of changing 
coverage in terms ol number of observation ■■ 
wells. For example, the number of such 
wells under the aegis of the Central jj 

Groundwater Board n cc from about 5.500 ; 

at the end of die Sixth Flan lo nearly 12,500 l 

by the end of Seventh Flan, on to 13,674 j 
in 1991 and 15.023 in 1992. Such increase | 
in the density of observation wells is also 
occurring in the case of state groundwater ’ 
investigation bodies. In view of these 
difficulties the analysis of groundwater 
over-exploitation in this article is basedon 
statistics of irrigated area and of volumetric 
data on groundwater, n (withstanding the 
potentiality of exploring groundwater over¬ 
exploitation through water table route. 

In the volumetric approach, statistics of 
gi ound water recharge and groundw alcrdrtft 
or utilisation are compared wuh each other. 
Groundwater depletion is signified by an 
established trend in groundwater use for 
irrigation purpose exceeding groundwater 
recharge earmarked for irrigation purpose 
hy the groundwncrptanncrcThe essential* 
of the direct area approach are similar k> 
those of the volumetric approach, the 
difference he mg use of ultimate gro u ndwater 
irrigation potential instead of groundwater 
recharge and recourse lo creeled groundwater 
irrigation potential in lieu of groundwater 
draft. 

Conceptually, these two approaches me 
quite related with cash other. This hah age 
is via irrigation delta sir depth of watering 
for crops. In practice, the results from the 
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two approaches can diverge considerably, 
depending upon inter alio divergence in 
estimates of irrigation delta underpinning 
the basic statistics used in the two approaches. 
(Such divergence is also observed i n the case 
of utilisation of created irrigation potential 
from major irrigation woricx. with the 
difference that the area approach exaggerates 
the phenomenon of underutilisation of 
irrigation potential because fanners tend to 
deviate from the designed or presumed crop 
pattern - they opt much more for heavily 
irrigated crops like paddy and sugarcane.) 
In the following text, results based on 
volumetric data are dealt with first and then 
brief results based on area statistics are given. 

11 

Volumetric Data 

The Central Groundwater Board (CCiWB). 
an apex body for assessment of groundwater 
resources in India, brings out periodically 
adocumcnt entitled GnmndwaterStatistics. 
The latest edition of this document was 
prepared in 1993. It gives data, among other 
things, in respect of groundwater recharge 
and its utilisation for irrigation for 1992 (or 
thereabouts) for various states, by districts 
and bymajorriver basins of the country. The 
same statistics at sub-district level, say. at 
block level, are available in the reports 
prepared by the slate-level groundwater 
investigation bodies. 

The CGWB document reveals a highly 
varied picture of groundwater utilisation in 
thccountry. At the highly aggregative level, 
namely, the national level, groundwater 
resource is still far from depletion or over¬ 
exploitation. as only 30 per cent of the 
groundwater resource of the order of 385 
billion cubic metres (3K.5 million hectare- 
metres) was exploited for irrigation purpose 
by 1992. But at a less aggregative level, 
namely, the state level, the withdrawals for 
irrigation purpose in Punjab |ust about 
equalled the annual recharge. All otherstates 
appear to be well below the 100 per cent 
exploitation mark. The phenomenon of 
depletion in groundwater has surely set in 
the small union territory of Chandigarh, for 
which withdrawals exceeded recharge by 
over two-thirds margin. This is suggestive 
of the possibility of groundwater depletion 
occurring within pockets or small tracts of 
an otherwise under-exploited state, with local 
demand for groundwater irrigation out¬ 
stripping local availability of groundwater. 

The state wise picture of groundwater 
recharge and its level ofexploitation is shown 
in Table 1. The similar picture for 18 river 
basins of the country is shown in Table 2. 
There is wide disparity in the rate of 
groundwater exploitation across states and 
across the river basins. The high level of 
exploitation in Punjab and Haryana is in 
conformity with the general impression in 


this regard. What4s not in conformity is the 
level reported for southern and western states 
from which emanate stories of alarming fall 
in water tables and drying up of wells (these 
stories are reputed in the media as well as 
in foralike conferences and workshops). For 
the western state of Gujarat, the level of 
groundwater use is hardly 40 per cent of the 
recharge. The same percentage for southern 
Tamil Nadu is about 60. Only the low levels 
of groundwater exploitation in the eastern 
states - 4 |>er cent in Axsam, 7 per cent in 
Orissa, 19 per cent in Bihar and 22 per cent 
inWcstBengal - arc in harmony with general 
impression in this regard. 

If the general impression is formed on the 
basis of pockets within states experiencing 
groundwater depletion, this would not be 
sustained by aggregative data for die state 
as a whole. Likewise, sharp recession in 
water table due to a severe drought is usually 
taken as a sign of groundwater over- 
exploitation, without reckoning with the 
harsh fact of natural decline in water tabic 
due to lack of groundwater recharge in a 
drought year, especially in low rainfall 
regions of the county. Indian hydro- 
geologists tend to underplay the recession 
in water table during drought years as a 
purely transitojy phenomenon (that is to say. 
they expect the water table to bounce back 
in above-normal rainfall years). Here, one 


is reminded of Indian canal engineers who 
in the pre-Independence days were prone to 
ascribe rise in water table within canal 
commands to good rains. Also, one cannot 
outright rule out the possibility of the 
estimates of groundwater recharge bein 
deliberately inflated by some state level 
groundwater investigation bodies. The 
motivation here is to enable the NAB ARD 
and other financial institutions to continue 
credit support for programmes of develop¬ 
ment of well irrigation without inhibition. 

The highest rate of groundwater 
exploitation is found in the Indus basin, 
where about 81 per cent of its groundwater 
recharge earmarked for irrigation purpose 
(also labelled os 'utilixabie groundwater 
resource’ for irrigation purpose) is already 
tapped. Of the total annual groundwater 
recharge. 13 per cent is now earmarked for 
non-irrigation uses, including subterranean 
‘losses’. Thus the rate of exploitation 
(labelled as ’stage of groundwater 
development’ in the CGWB document and 
in NABARD parlance) is being measured 
in a partial manner, by simply contrasting 
net groundwater use for irrigation with 
groundwater recharge earmarked for 
irrigation activity. Evidently, a more 
appropriate measure of the rate of 
groundwater exploitation would be to 
compare total groundwater withdrawals for 


Ta Bit I : STATSwixb lisriMATSS Of (i*oi'\owATE* PorhwriAi and Utilisation in 
Voniamic Units. 1990-1992. 


State 

(1) 

Total 

Annua) 

Recharge 

(Million 

m't 

(2) 

Recharge 
Earmarked 
for Irrigation 
(Million 
m'» 

(3) 

Recharge 
Used for 
Irrigation 
(Million 
m't 

14) 

Rale erf 
Gmundwater 
Exploitation 
(C.’ol 4 as Per 
tent of Col 3) 
(5) 

1 Andhra Pradesh 

4.3365 

36861 

8780 

23.80 

2 Arun achat Pradesh 

1438 

1222 

0 

0.00 

3 Assam 

21670 

18420 

797 

4.33 

4 Bihar 

33521 

28432 

5467 

19.23 

5 Gujarat 

22551 

19169 

7170 

37.40 

6 Goa 

605 

453 

35 

7.71 

7 Haryana 

8523 

7248 

5814 

80.21 

ft Himachal Pradesh 

356 

285 

67 

23.55 

9 Jammu and Kashmir 

4425 

3737 

46 

1.24 

10 Karnataka 

16186 

13759 

3695 

26.15 

11 Kerala 

7900 

6586 

1006 

1528 

12 Madhya Pradesh 

59718 

50760 

7331 

14.44 

13 Maharashtra 

38X35 

32098 

7739 

24.11 

14 Manipur 

3154 

2681 

0 

0.00 

15 Meghalaya 

1226 

1041 

0 

0.00 

16 Mizoram 


Not Assessed 



17 Nagaland 

724 

615 

0 

0.00 

18 Orissa 

23279 

19787 

1411 

7.13 

19 Punjab 

17832 

16048 

15762 

98.21 

20 Rajasthan 

12707 

10801 

5820 

53.89 

21 Sikkim 

263% 1 

Not Assessed 



22 Tamil Nadu 

22432 

13557 

60.44 

23 Tripura 

2512 

2135 

97 

4.54 

24 Uttar Pradetfi 

83815 

71248 

26708 

37.49 

25 West Bengal 

22050 

18742 

4103 

21.90 

26 All states 

452791 

384567 

115410 

30X11 

27 AO union territories 

626 

532 

395 

7425 

28 All India 

453417 

385099 

115805 

30X17 
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allpurponc* wkhtooigrocmdwater recharge, 
'to each ■ ftjfler e—OM nent, twre netting out 
job* bavetobc earned oulJ%i«. groundwater 
withdrawal* most be ueeiwed net of ground- 
water percolating back to water table from 
the irrigated field*. Second, some provision 
need* to be made for the non-recoverahlc 
portion of the groundwater recharge and for 
the unavoidable outflow to streams. 

The principal state* of the Indus basin are 
Puqjab and Haryana, though parts of these 
state* lie outside the the basin. Their 
comparative level of groundwater 
development during 1991-92 was as follows; 



Ground- 

Ground- 

Pert'eni 


water 

water 

Expluila- 


Potential 

Exploits- 

lion 


(or 

tion (or 



Irrigation 

Irrigation 



(Millk* m*) (Million m’l 

Punjab 

16,04m 

15.762 

08 

llaiyana 

7.248 

5.814 

80 

Indus basin 

21.534 

17.341 

81 


OvBt-ExHjOfTHO DlVIWCfS 


Hie disaggregated picture at district level 
in the two stales of the Indus basin shows 
elcarsignsof groundwater depletion in nine 
districts. The names of these districts, from 
which field observers have also time and 
again reported recession in water table during 
the last one decade, arc listed in Tabic 3 
The si* dislricUof Punjab wlicre groundwater 
depletion has set in are Kapurthala. Jalandhar, 
Sangrur. Patiala. Ludhiana and Amritsar 
Wherea*the combined groundwater potential 
of these six districts is of the order of 7 
billion cubic metres, the utilisation works 
out loover 10 billion cubic metres, indicating 
40 per cent over-exploitation. Likewise, in 
the three over-exploited districts of Haryana 
stale, namely. Kurukshctra. Kama! and 
Mohtndergarh. theovcr-cxploitation works 
out to be ahout 47 per cent in excess of the 
combined potential of 2 billion cubic niches 
of these districts 

There is ncod ti i add a rider here. Ncglcchng 
(or the moment the fact that estimates of 
groundwater use arc essentially based on 
some normative values (c g. cropwtse 
imgationrcipiiremcnUaspcrfannsctcnlisls' 
experimental studies, or volume or 
groundwater withdrawn per year by a well 
of given characteristics), the over-drawalof 
groundwater in a region could be partly Irian 
groundwater stock or reserve* and partly 
from adjacent aquifers of a neighbouring 
distrkt/diairicU experiencing less than full 
gn HtndwUer exploitation. Evidently, a* water 
•able in an over-exploited district recedes 
below the level prevailing in neighbouring 
<hstrictfdhiirictx,the groundwater from the 
latter begin* moving toward* the aquifers of 
the former a* per the maxim of ’water finds 
•t< own level’, In alluvial formations, aquifers 


are well ‘connected’ with each other, 
horizontally a* well a* vertically, though not 
that well connected in hard rock area*. 

According to the OQWB document, two 
districts of Rajasthan, namely, Jalorc and 
Aiwar, are also in the category of over¬ 
exploited to the extent of 46 and 7 per cent, 
respectively. Leaving aaide parts of the union 
territory of Delhi (Najafgarh and Mehrauli), 
no other district from any other state has yet 
reached the level of groundwater over- 
exploitation. For all these 11 districts, their 
combined groundwater potential adds up to 
just ahout 10 billion cubic metres (out of 
a national total of 385 billion cubic metres). 
Thus, the bulk of our groundwater resources 
would thus appear to he yet free from the 


it* utilisation for litigation a* are given in 
the OWB document. Otherwise, the 
conclusion would, in all probability, remain 
tenable even if we goby blockwise instead 
of district wisedataon the rate of groundwater 
exploitation. But. then, we still have to 
contend with the issucof veracity of our data 
base. Let me concretise my point. According 
to the CGWB document, the level of 
groundwater exploitation for Mehsana 
district in Gujarat, which has acquired a 
notoriety of sorts for well deepening and for 
huge decline in water tables, stood at 72.67 
per cent only. But this does not square with 
what KC B Kaju, an erstwhile director of 
CGWB with field postings in Gujarat, 
reports in his invited theme paper at the 


pressure ol over-exploitation. workshop on groundwater in New Delhi 

The correctness of this conclusion, (January 11-12. 1944). He writes: 
however, is constrained by the veracity of The range of over-exploitation vanes from 

the estimates of groundwator potential and 1 I7toM0pcrcentufiheutihsahle resources; 

TaU! 1 2: RasINWISE EsTIMATS". Of- GnoUMIWATtK PfJTKNTIAI AND I ;-m ISATKJK is 

Vot oMkTaicl'Nrrs. 1990-1992. 

Rjvuf Basin 

Tirtal 

Recharge 

Recharge 

Rate of 


Annual 

Earmarked 

l 'sed for 

Groundwater 


Recharge 

tor Imgatkm 

Irrigation 

Exploitation 


(Millit* 

(Millit* 

(Million 

(Col 4 as Per 


in’) 

m'i 

m*l 

Cent of Col 3t 

tit 

(2) 

(3) 

(4) 

(5) 

1 Brahniarii with Baitanti 

5070 

4206 

307 

7.06 

2 Brahmaputra 

2503* 

22046 

783 

3.55 

3 Cambay composite 

7*34 

6650 

2500 

37 55 

4 Cauvcrv 

12204 

10450 

5712 

54.66 

5 Ganga 

174109 

14887* 

48635 

32.67 

6 Godavari 

46761 

.30418 

686? 

17.42 

7 Indus 

25403 

21534 

1734i 

80.53 

8 Krishna 

26644 

22302 

6502 

29.20 

9 Kuich and Sauraslitra lomposiic 1247* 

10604 

5000 

47.24 

HI Madras and South Tamil Nadu 184h4 

15689 

9001 

57.37 

11 Mahanadi 

21283 

18091 

1067 

5.00 

12 Mcghana 

0320 

7031 

106 

2.48 

1 1 Narmada 

1 1**0 

10097 

2026 

20.07 

14 Ninth east composite 

22788 

19360 

2890 

14.92 * 

15 Pennar 

5047 

4290 

1625 

37 90 

16 Sulvimreklia 

1815 

1543 

134 

8.72 

17 Tapi 

8172 

6751 

1061 

2° 05 

1* Western Ghat composite 

181183 

15104 


21.45 

Total 

453410" 

385094 

115805 

30.07 

Tabi 1 3; Districts Exi-erieiwinu Groundwater Ovut-ExH otT atkin in Punjab and 


Haryana States. 1901 -02. 



District 

Stale 

Ctilisable Groundwater Per C eat Exploitation af 



Recharge 

Groundwater 



(Mill** tub 


Recharge 

1 Kapurthala 

Punjab 

307.5 


250 

2 Jalandhar 

** 

801.8 


178 

3 Sangrur 

*’ 

1388.1 


150 

4 Patiala 

“ 

13442 


13* 

5 laidhinna 

M 

1680.0 


123 

6 Amritsar 

** 

16402 


107 

7 Sub-total (1 to 6) 

“ 

7252.7 


140 

8 Kuruksbetra 

Haryana 

658.0 


17* 

9 Kanui 

** 

1080.6 


132 

10 Mahendntgaifa 

** 

260.2 


130 

11 SuMaul (8 to 10) 


2007.7 


147 

12 Great! total(7phis it) 


9260.4 


142 


i 

< 

* 

i 

i 
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m a remit the entire district of Metaana i* 
over-exploited and the oveniixfl per year i« 
440.81 mill too m J .»» pet the rtatemeot No 1, 
page 66 of the Report of Committee for 
Estimation of Groundwater Resource and 
Irrigation Potential in Gujarat State 1991. 
insuod by the Narmada Water Resource* 
Department. Government of Gujarat, 
September 1992. 

OvBR-Exn.ofTE& Blocks 

Within a district one again finds marked 
variations in the level of groundwater 
exploitation. For most states this level has 
been assessed at block level. However, the 
biockwise data in respect of groundwater 
resources and its utilisation are not reported 
in the aforesaid document of the CGWB. 
Such data are reported in state level 
documents prepared by individual states. 
The author has access to one state report for 
Tamil Nadu and he would later report some 
results from the some. 

Three sets of summary information at 
block level are reported in the CGWB 
documenL A block is characterised as 'dark', 
‘grey’ or 'white', depending upon the level 
of grnundwatercxploitation it has witnessed. 
A ‘white’ block is one where the rate of 
groundwater exploitation is still below 65 
percent. Likewise, a block is characterised 
as ‘grey' if die rate of exploitation lies in 
the range of 65 to 85 per cent. Finally, a 
‘dark’ block is the one where groundwater 
use is above 85 per cent of its utilisablc 
groundwater recharge. Bank finance for 
construction ol wells or installation of 
pumpsets is not made available for a 'dark' 
block, which is now described as a critical 
block in official parlance of the CGWB. 
Grey block is likewise being labelled as 
semi-critical block. This three-way. colour- 
based scheme of categorisation was first 
suggested by the World Bank, a major donor 
to NAB ARD for agricultural loans. While 
a ‘white' block was considered as a safe 
block (or farm loans for well irrigation, a 
'dark' block was considered ‘unsafe’ - 
exceptions were made for loan disbursement 
under a variety of circumstances (e g. 
replacement of a diesel pompxcf by an electric 
pumpset. construction of field channels and 
installation of water economising drip and 
sprinkler systems, etc). 

Distribution of blocks reveals that 86 per 
cent of 4.568 blocks m the country are still 
in the 'white' category. Another 8 per cent 
of these are in the ’grey’ category, thus 
leaving only 6 per cent block* (numbering 
257) in the 'dark' category. In addition, 10 
per cent of the tahikas m Gujarat and 2 per 
cent of the watersheds in Maharashtra fall 
in the dark category (in both these state*, 
block is not the lowest level unit of 
groundwater assessment) 

The problem of groundwater depletion is 
primarily confined to‘dark’bit cksln earlier 


estimate* of groundwater irrigation potential 
only 70 per cent of the total groundwater 
recharge, and not 85 per cent as at present, 
was earmarked for irrigation purpose.,The 
remaining 30 per cent was meant for 

(1) maintaining off-season ‘base' flow in 
rivers. (2) utilisation by forests, shrubs and 
other natural vegetation, and (3) non- 
irrigation uses like drinking water and 
industrial purposes. The reduction in the 
share of non-irrigation requirements in total 
groundwater recharge is unwarranted. Going 
by the earlier share of 30 per cent, 
ground water could he deemed over-exploited 
if it* utilisation for irrigation purpose 
exceeded 70 per cent of total recharge. By 
this yardstick, all blocks categorised as 'dark' 
today could be deemed as over-exploited. 
This is because the groundwater use m such 
blocks exceeds 72 per cent mark (85 per cent 
of 85 per cent amounts to 72.25 per cent of 
groundwater recharge). 

Even then, the problem ol groundwater 
over-exploitation does not appear to he all 
that serious, confined as it is to hardly one- 
sixteenth of the total blocks. At the state 
level (vide Table 4) the problem states are 
Punjab(58 percent blocks in 'dark' category), 
Rajasthan (27 per cent 'dark ’) and Haryana 
(25 per cent ‘dark'). In contrast, the incidence 
of ‘dark' blocks turns out to he much less 
in hard rock states of M P, Maharashtra. 
Karnataka. Tamil Nadu and Gujarat. This 
data pertains to 1992. and its source is shown 
to be NABARD in the CGWB document. 
For 199.3. thcNABARDeslimate of number 
ol 'dark' (as wcllas grey'lblockshas risen 
considerably (vide Tabic 5). 

Thus the latest position of 'dark' blocks 
for states showing perceptible change over 
1992 is as follows: 

(1) Uttar Pradesh 63 (7 per cunt) 

(2) Rajasthan 70 (37 per cent) 

(3) Haryana 71 (20 per cent) 

The secondary summary information in 
the CGWB document ts a listing by names 
of 'dark' and ’grey' blocks for each district 
of a state. The interesting fact emerging from 
this information is that when a district as a 
whole is in the dark’ category, all the blocks 
(or talukas/waturshcds) in that district need 
not be in the- 'dark' category Likewise, 
some blocks in an otherwise 'grey'/'while' 
disinct might fall in the dark' category Let 
us concretise this with relevant examples. 

Coimbatore district is widely mentioned 
as experiencing considerable groundwater 
depletion. According to the CGWB 
document. 87 per cent of the groundwater 
potential of this district has been exploited 
so far. Still, four Mocks of this district, 
namely. Karumdai. Pcrianaickampalayam. 
Sulur and Udamalpct. are in the 'grey' 
category. Likewise, in the 'while'district of 
Chird»*pur in Punjab, four blocks, namely, 
Hals. Derr Baba Nanak. Katanaur and Sfcri 


Hargovindpur. are actually io tbe ‘datk’ 
category and Dhadwa], Fate garb durian, 
Gurdaapur and Dmanager are in the ‘grey’ 
category. 

In some ‘dark’ and ‘grey’ blocks, special 
groundwater investigations have been 
conducted to assess groundwater position in 
different parts of the block, so as to identify 
areas for which embargo on institutional 
lending for well irrigation could be lifted. 
Such disaggregative assessment within * 
block has been done mainly in the states of 
Tamil Nadu and Rajasthan. Thus, in several 
'dark’ blocks, grey’ and ‘white’ portions 
have been delineated. 

Changing Disikwotion of Blocks 

The third summary information in the 
CGWB document pertains to statcwise 
changes in the distribution of blocks by 
category of development over the recent 
years. The composition of ‘dark’, 'grey’ ami 
‘white’ block* in a state changes perceptibly 
from one year to the next Here, year-to-year 
variations in rainfall conditions can he a 
major factor in changing the composition 


Ta*ee 4: Block s Sumnum mow Gars tin* a ru 


Ovw-ExftortAtiw. 1992 

S No State 

No of 
Over- 
fix plotted 
Blocks 

Remark* • 

1 Andhra Pradesh 

2*(*)i 


2 Gujarat 

18(10) 

Pertains id 
(»)ukiu 

3 Haryana 

24 <2M 


4 Karnataka 

')(•>) 


5 Madhva Pradesh 

3(1) 


6 Maliaraslnra 

’4 (2| 

Pertains n. 
watershed' 

7 Puopih 

6') (5*t 


ft RyjxJhaii 

6ft (271 


Tamil N;«fu 

4ft(ll) 


It) litnr Pradesh 

17(2) 


11 West Bengal 

1 (0.3) 


12 Other states 

ml (0) 


13 Al India 

2*1 (6) 

Pertains tu 
hhs.'ks only 


Sole: Figure* in parentheses indicate percent 
ages to U«sf btocksAiilukas/walershed' 
in respective sluice 


Tsai y 5. Change ik 1>aak - ani> 'User 
Tsai 'is uetwm s 1992 and 199 7 



Vi<4 Dart' 
Tracts 

NimW ‘lifrt 
Tract* 

Jan 

1992 

laM 

1993 

JttR 

mi 

Ijo 

iw 

1 Blocks 

257 

324 

361 

47) 

2 Guyana 





tahikas 

Ik 

II 

14 

14 

7 Maharashtra 





watersheds 

34 

35 

57 

61 


Sate: TV NABARD dam for tW are ^ 
form P K Chauwire’s pw*r pttscatcd * 
the receal New Detiil workshop ■* 
fftMMdwrfer. 
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wood, exoppt for fekjastluw. one cannot 
Tinn that tbe phenomenon of groundwater 
ipletioo. u signified % the incidence of 
ock* falling in the 'dark' category, fa ax 
mo on the rne during the last one decade 
so, which witne**od*ub*t*«ti»l expansion 
groundwater development. ForRajaathan, 
e changing composition ofblock* is shown 
Table 6. 

A drought can significantly affect the 
Attribution of blocks in three categories. 
k severe drought of 1987-88 led to sharp 
se in the number of 'dark’ blocks when the 
txessment was carried out in July 1988 Ra¬ 
te stale. The relevance of drought in affecting 
ic composition of Mocks in a state is again 
-ought home by tbe unstable picture from 
amil Nadu which witnessed droughts in the 
arly eighties (vide Table 7). 

For Gujarat, the CGWB document 
lentionschanges in taluka composition for 
to period 1980-87. From this data no increase 
i the number of dark’ talukas indiscernible 
1 dark talukas of 1980 become 28 in 1981. 

I in 1982. 12 in 1984 and IK in 1986 as 
/ell as 1987. While the updated NABAKD 
ala cited in P K Chatterjec's paper also 
uinlain* the number of dark talukas at IX 
ir 1993. K C B Raju in his paper portrays 
different picture altogether about this state. 
.ccording to him. there were in this state 
'dark' blocks (and 13 'grey' blocks) in 
984. rising to 26 'dark' blocks (and 10 
>rey’ block*) in 1991. More importantly. 

1 24 out of these 26 ‘dark’ blocks the rale 
f groundwater exploitation exceeded 100 
er cent level. 

PKChallerjce in his theme paper bemoans 
tc change in the status of a block, say. from 
dark' to 'grey*, by state level groundwater- 
rganixalions on the pica of fresh 
ivestigstions into groundwater recharge and 
-< draft. He writes as follows while 
numerating problems of financial 
istitutkmx for financing in critical ami sc mi 
ritical block*. 

There have been frequent changes in the 
calegoosatkxi of blocks due to reassessment 
of groundwater by the Stale (irmmdwnicr 
Department* (SOD*) in 'dark' and 'grey' 
areas. Annexure lit (named us Tabic 8 here) 
indicates change* in the number of dark' 
block* from 1984 onwards It will be 


observed them hns been decrease in the 
number of ‘dark* Mock* from the previous 
year* in a few of (be states. It implies 
institutional finance* were (made) available 
in a fsw erstwhile ‘dark' Mock* due to 
re categorisation of blocks. Such changes, 
however, affect flow of scheme* h* many 
bank* feel shy to formulate schemes in blocks 
once they were declared as 'dark' though 
xuh-scquently they would be made ‘grey' or 
'while'. 

Withthe increase in the *t age of ground water 
development (‘dark* and 'grey' Mocks) most 
of the SGD* are submitting reassessment of 
groundwater data with increase in 
groundwater recharge and decrease in the 
groundwater draft. In some cases (he 
deviations are considerable, resulting indelay 
in reconciliation and consequent clearance 
for financing. 

Even if there is no material change in the 
composition of blocks within a state, it is 
not inconceivable that the level of over¬ 
exploitation of groundwater ha* been rising 
in the ‘dark’ blocks. Without information on 
level of utilisation of groundwater resource 
over time, it is. howe ver, not possible to test 
the veracity of this proposition. 

iMMiKATIVK <*• REASSESSMENT 

The current volumetric estimates of 
groundwater recharge, utilisable ground- 
water recharge and groundwater utilisation 
wore prepared in pursuance of the 
recommendations of the Groundwater 
Estimation Committee (GEC) which 
submitted its report in 19R4.Thiscommittee 
considerably modified the earlier basis for 
working out the estimates of groundwater 
resources. This eliminated substantially ad 
hoc elements in the earlier procedures being 
adopted by the state groundwater bodies, 
and laid down uniform methodology for 
groundwater assessment. 

But the striking outcome was that the 
estimates ol groundwater resources 
underwent sharp upward revision. For 
example, the estimate of utilisable 
groundwater recharge shot up from 26 to 38 
million hectare metres, and the estimate of 
ultimate irrigation potential from this volume 
of ground water rose from theeariicr estimate 
of 40 to 80 million hectares of crop area. 
That these estimates did need some upward 


revision is beyond doubt, though in the 
process of revision some over-estimation 
crept in (far specific details on these points, 
see tbe author's paper. ‘How Reliable Are 
Our Oroundwatcr Estimate*?’ Economic 
and Political Weekly. May 19. 1990). 

The committee also recommended 
reassessment of groundwater re source softer 
a five-year period, taking advantage of more 
refined methods and freshly gathered data. 
This reassessment work is now in progress. * 
Tbe groundwater estimate* presented so far 
are primarily those which were prepared in 
the latter half of the eighties following the 
publication of the GEC report with the 
notable exception of Tamil Nadu for which 
a reassessment was carried out in 1993. As 
a result of this second round of reassessment 
the state groundwater investigation body 
revised downwards its first round estimates 
of groundwater recharge by aboutone-liftfa. 

(A downward revision of the same order, 
namely, one-fifth, is reported to have 
occurred in the case of Maharashtra.) These 
second-round reassessments lend credence 
to the apprehension that the first-round 


Table 6: Chaw*', in Comkjsitkw or Blocks 
in Rajasthan between 1982 aM> 1991 


Period 

Dark 

Grey 

White 

Treat* 

1982 

36 

29 

163 

236 

1985 

25 

23 

180 

236 

1986 

53 

21 

158 

236 

1988 

81 

30 

125 

236 

1991 

63 

29 

144 

236 


* Includes some Mocks (e g. * in !982) which 
were not assessed forsome reason, say. due 
in gmuadwater being saline. 


Table 7: Chawiimi CoMKJsmoH os Blocks 
in Tamil Nadu 


Period 

Daft 

Grey 

White 

II 

1980 

72 

103 

142 

377 

1981 

133 

59 

125 

377 

1982 

127 

68 

122 

377 

1983 

65 

124 

188 

377 

(984 

62 

134 

181 

377 

1985 

39 

155 

185 

377 

1987 

41 

86 

251 

378 

1988 

43 

76 

259 

378 


TabieS: Yeakwise Vmuatkin inthe List os ‘Dam’ Block* 



990 199 


Andhra Pradesh 

309 

4 

aa 

2 

M 

aa 

aa 

aa 

aa 

aa 

IS 

28 

aa 

2> 

Gurus 

184 

41 

28 

21 

na 

12 

aa 

IS 

18 

aa 

aa 

aa 

aa 

aa 

- Haryana 

118 

(108) 

76 

76 

82 

62 

60 

aa 

(32) 

aa 

(24) 

74 

(24) 

aa 

aa 

68 

aa 

Oil 

Puaudi 

118 

76 

76 

82 

62 

60 

aa 

aa 

74 

aa 

aa 

69 

aa 

aa 

Rajasthan 

239 

aa 

ns 

.16 

u 

aa 

25 

53 

aa 

SI 

aa 

96 

aa 

aa 

> Tamil Nadu 

384 

72 

133 

127 

65 

62 

♦ W 

•a 

41 

43 

aa 

aa 

aa 

97 

Uttar fade* 

895 

aa 

aa 

aa 

M 

aa 

53 

26 

19 

aa 

aa 

17 

aa 

f) 


w a.«^ inMPKChaneoee'Jtwonr.daiarorHaryanaandPWMabateahhe. ForHanranacorrectd ^fre mthsOOWB 

dooeaBM* are reported within brack**. 
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DISCUSSION 



Utilisation of Health Services 

P Satya Sekbar 


BRUESH C PUROHIT andTaxlecm A Siddiqui 
(henceforth P and S) ‘Utilisation of Health 
Services in India'. EPW. April 30, 1994) 
analysed the information on NSSO (1986-87) 
and NCAER (1990) surveys on the relative 
lex-els of utilisation of health facilities, both 
all-India and achoss stales. 1 would begin by 
pointing out that the methodological anomaly 
of comparing the NSSO survey and NCAER 
study which are non-comparable. The NSSO 
study provides data only on the incidence of 
morbidity whereas the NCAER study covers 
prevalence of moibidity. and it is well docu¬ 
mented in literature that the prevalence rates 
are significantly higherthan the incidence rates. 
Further, the NCAER study was a one-time 
study (two weeks prior to the date of interview 
during May-Junc 1990) and unlike the NSSO 
study, it did not consider the possibility of any 
seasonal variations in the reporting of moibidit y 
levels. Hence the P and S findings of (a) higher 
preference for indigenous medicine (speci¬ 
fically homoeopathy system) tn the NCAER 
study as compared to a low percentage (below 
2 per cent) of the NSSO survey and (b) the 
low average cost oflreatment portliness episode 
in the NCAER study (which remained around 
one-fourth of comparable figure from that of 
NSSO survey) are questionable. 

I also have some reservations about the 
classification of states into low. medium and 
high expenditure states, based on all-India per 
capita expenditure on health (1990-91 data) as 
a reference point. The Hates with per capita 
health expenditure less than the all-India 
avenge Rs 116.52 (namely. Andhra Pradesh, 
Assam. Bihar. Karnataka. Madhya Pradesh. 
Maharashtra. Orissa, Punjab. Rajastan. Uttar 
Pradesh and West Bengal) constitute the low 
expenditure group. States with a per capita 
health expenditure equal to or more than all- 
India average but less than Rs 200 per capita 
form* the mednim expenditure stales (Haryana. 
Kerala and Tamil Nadu). Thirdly, the high 
expenditure stales, each with health expenditure 
more than Rs 200 per capita forms the third 
group. The states included are Jammu and 
Ka s hm ir and Himachal Pradesh. 

To quote P and S, 

in ostler to look into stale level differentials 
we presumed that the state level expenditure 
on health care will be a prominent factor ia 
determining the availability of these facilities. 
Bearing this fact in mind we classified Indian 
states acconUng to their per capita state 
expenditure on health (p 1073). 

The comparison of the ‘special category’ states 
in the high expenditure group along with the 

Tantx: Incecmcb or In-Patokr m Medium 
E xuitcmm States 

(Per cent) 

Medium Expenditure ~ Rural Utben Total 

States 

Tama Nadu 249 M5 2J9 

Haryana 2.73 1.83 2.51 

Kanin _ 7.23 2.34 5.95 

Source: SarveiuAana (1992). 


rcmainif$4woexpenditure classes ia questiona¬ 
ble. since public expenditure in there slates in 
based largely on transfers from the centra) 
government. 

Reddy and Sclvnntju (1994) cautioned that 
though the relationship between per capita 
health expenditure and per capita income was 
positive.it varied across slates during the period 
1974-75 to 1990-91. They observed that 
developed states like Maharashtra and Gujarat 
displayed a weak relationship while relatively 
less developed states (Uttar Pradesh. Madhya 
Pradesh and Assam) showed a strong positive 
relationship. On the other hand, both Punjab 
and Haryana which are highly developed states 
showed a high positive relationship. In the 
light of these conclusions, classifying the slates 
by per capita health expenditure is inappro¬ 
priate. The authors could have classified the 
states more appropriately based on some 
development indicators such as per capita slate 
income [Saxtry and Reddy 1988 and Guptaand 
Sankar 1994J or physical quality of life index 
(PQI.I) or human development index {EPW 
Research Foundation 1994], 

In the paper P and S have analysed the 
utilisation aspectsof in-patient and ambulatory 
care across the three expenditure groups of 
slates. The utilisation of in-patient cases as 
reported by P and S are higher in medium 
expenditure states as compared to other two 
categories. A statewise comparison of the 
incidence of in-patients hospitalised in these 
three stales are presented in the table. The 
prevalence of high morbidity in Kerala has 
been well-documented in literature and 
explained as being due to the slate’s wide health 
care network, litis higher percentage of Kerala 
state statistics has pulled up the average of the 
medium expenditure group. Howevcr.lheother 
two statesin fact show low levels of utilisation. 

P and S have compared the three categories 
of slates by the utilisation of in-patient and out¬ 
patient care, by type of hospital. There are wide 
irtter-stale variations in health infrastiudura) 
facilities, such as accessibility of roads to the 
health centre from the place of residence, etc. 
A mere comparison of per-centage utilisation 
by type of hospital without standardisation by 
population for grouping of the stales would 
give misleading results. 

P and S reported in case of in-patient care 
that: 

the util ixrt ion of PHCs (both ia rural urban 
areas) is observed to be the highest among Use 
high expenditure group of stales (p 1075). 
Among the major states of India, the iriiBsation 
of PHC for in-patient care was below 10 per 
cent and they hardly have any hospital beds 
for in-pHietti care. What then is the relevance 
ofsucb a compari son? (Chart HI df the original 
report of P and S. p 23). 

P and S have also observed that (p 1077): 
la ntra) as treil ax orbna areas, average deration 
of (teased sickness ia private sactar is lem Am 
A ar of rise average duration A governance! 

group, probably Aortar du rat i o n is one of the 
factors which aider)tea lower tnefmeut 


expenditure in private sector, Stmubmerau 
longer duration of treated sickness in sob 
hospitals could be oonridcred Indicative 
over-use of government facilities. 

The avenge duration of treated si due 
either in ptibtie or private sector depends - 
the type uf ailment. This observation ignor 
the fact that the types of diseases treated 
govern-ment and private hospitals may be qui 
different. For instance, the CESS study (199 
on the utilisation of in-patient care in Andh 
Pradesh repotted that the ailments treated 
public/go vern ment hospitals are leprosy, pob 
cancer and tuberculosis for which treat me 
has to continue for several weeks. On the oil 
hand, the ailments treated in private seek 
(include private doctors and private hospital 
inat i-tutions are cardiac, accidents, waler-bon 
diseases and complications of pregnancy at 
childbirth. 

In some of the Tables (6. 8 and 9(a)) tl 
figures given for the three stale groups ■ 
P and S do not match the all-India figures ; 
given inthe Sarvehthana(l992)oa ‘Motbidi 
and Utilisation of Medical Services Repoi 
(Number364; henceforth MUMS). For exam pi 

(a) In the MUMS study (Statement 5. p 1: 
the original figure for no-puymenl category 
rural areas is 23.16 percent. Hnweverin Tab 
6 of the paper, in all the three categories i 
states, the respective figures are above the al 
India average (in low expenditure group (23. J 
per cent), in medium expenditure group (245 
per cent) and in high expenditure group (32. ) 
per cent) respectively. 

(b) The original figure of average numb 
of days stayed in urban hospitals (in MUM 
study. Statement 9. p 24) 15.2 days and tl 
avenge total expenditure for hospital trealmc 
as Rs 1.182.95. Toour surprise. P and S reportc 
(in Table 8 of p 1076) that all the Ibn 
expenditure groups have lower magnitudes i 
compared to all-India figures. 

(c) The figures given for the urban areas t 
Table 9(a) show grossoversightbythe author 
The all-India averages are higher than tl 
figures given in the three expenditure ciassc 
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Protection and Exports 

Protected home markets. it is customary to suggest, reduce incentives 
for exports. A theoretical examination of the proposition, however, 
shows that if tariff is the protectionist device then exactly the opposite 
will he true. Conventional wisdom holds only for quantitative 
restrictions. 809 

Employment Puzzles 

The labour market in Andhra Pradesh has some unique characteristics 
which make a study of employment and unemployment in the state 
especially significant, in particular (i) the association of casual 
labour and of rural poverty with unemployment, (ii) the changes in 
elasticity of employment in relation to output, and (iii) the puzzle 
of rising usual status' unemployment and declining unemployed 
person days. 811 


The Exception 

Bihar continues in be an enigma to 
the rest ol the country While ruling 
parlies in all Ihe other major stales 
which went to ihe polls recently 
suffered defeat, in Bihar the 
Janata Dal and its allies scored 
a stunning victory. Why? _7*9 

Celluloid Utopia 

It is sad (hat we should be celebrating 
the century of cinema in India with 
the spectacular commercial success 
of an altogether vacuous Hindi 
film grounded in ihe sigas of a 
homogenised, upper class, upper j 

caste Hindu constituency and j 

devoid of any illusion worthy 
of the condition of the millions 
of people who are at once the 
primary puirons and victims of 
its vision. _ SOI 

i 

Panchayats and Disasters ! 

Supporters of panchayali raj expect 
that devolution ol power will 
produce a flexible and committed 
response to natural calamities. 

How valid is this presumption? 

The case ol the 1993 floods 
in Jalpaiguri in West Bengal. 828 

Unhealthy 

Public sector investment in health 
cnic has been grossly inadequate 
to meet (he people's needs and the 
situation is deteriorating. There 
are. besides, the sharp inter-state 
dod urban-rural disparities. 

Special statistics <w health 
expenditure. 834 t 


Killing Fields 

Dozens of youth are being killed by 
the army in Assam in fake encounters 
and the people have lost all faith in 
the eyewash enquiries into these 
killings conducted by the state 
administration. 793 

Enough Is Enough 

The dalits of the tiny village of 
Badanvalu near Mysore in 
Karnataka have, by their determined 
retaliation against tin recent 
upper caste attack on them, 
served notice that they 
will no longer put up passively 
with the Itngayats' oppressive 
hegemony and the state's 
callous indiflercncc. 797 


Security for Widows 

State interventions addressed 
specifically lo the needs ol widows 
have been few, which makes 
Tamil Nadu's pension scheme 
for destitute widows worthy 
of study. 794 

Evading History 

By forcing the Smithsonian 
Institution in Washington ui 
cancel its atomic bomb exhibit, 
conservative veterans groups 
and politicians m the f?S have 
made sure that many Americans 
will he denied access to the kind 
of information which will nuke 
possible a hirinoc.il and 
ethical judgment on the atomic 
bombing ol Htnishinu and 
Nagasaki in 1945 799 
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DISCUSSION 


Utilisation of Health Services 

PSatya Sekhar 


-■——r —t 

axpeodUtuB Is priv ate sector. SiMu tuM WM y 


BRUESH C PUROHIT and Taslecm A Siddiqui 
(henceforth P «nd S) ’Utilisation of Health 
Service* in India’. EPW, April 30, 1994) 
analysed the information on NSSO (1986-87) 
and NCAfiR (1990) surveys on the relative 
level* of utilisation of health facilities, both 
all-India and echos* Mate*. I would begin by 
pointing out that the methodological anomaly 
of comparing the NSSO survey and NCAGft 
study which are non-comparable. The NSSO 
study provides data only on the incidence of 
morbidity whereas the NCAER study cover* 
prevalence of morbidity, and it is well docu¬ 
mented in literature that the prevalence rate* 
are significantly higher than the incidence rate*. 
Further, the NCAER study was a one-time 
study (two weeks prior to the date of interview 
during May-June 1990) and unlike the NSSO 
Mudy, it did not consider the possibility of any 
seasonal variation* in the reporting of morbidity 
levels. Hence the P and S finding* of (a) higher 
preference for indigenous medicine (speci¬ 
fically homoeopathy system) tn the NCAER 
study as compared to a low percentage (below 
2 per cent) of the NSSO survey and (b) the 
lowaveragecoKl of treatment per illness episode 
in the NCAER study (which remained around 
one-fourth of comparable figure from that of 
NSSO survey) are questionable. 

I also have some reservations about the 
classification of states into low. medium and 
high expenditure Mates, based on all-India per 
capita expenditure on health (1990-91 data) as 
a reference point. The states with per capita 
health expenditure less than the all-India 
average Rs 116.52 (namely, Andhra Pradesh. 
Assam. Bihar. Karnataka. Madhya Pradesh. 
Maharashtra. Orissa. Punjab. Rajastan, Uttar 
Pradesh and West Bengal) constitute the low 
expenditure group. Stales with a per capita 
health expenditure equal to or more than all- 
India avenge but less than Rs 200 per capita 
forms the medium expenditure stales (Haryana. 
Kerala and Tamil Nadu). Thirdly, the high 
expenditure states, each with health expenditure 
more than Rs 200 per capita forms the third 
The states included are Jammu and 
r and Himachal Pradesh. 

To quote P and S, 

it order to look into state level differential! 
wb presumed that the state level expenditure 
an health care will be a promiaeot factor in 
determining the availability of these facilities. 
Bearing this fact in triad we classified Indian 
states nccordiag to their per capita stale 
expenditure on health (p 1073). 

TV comparison of the ‘special category’ states 
ill the high expenditure group along with the 


Tatu; Inommcx ce In-Patowts « Maxtor 
ExrBjrorruu Status 

(Per cent) 


Medium Expenditure 
Stares 

Rural 

Urbaa 

Total 

Tamil Nadu 

2*9 

1.43 

239 

Hsryaan 

273 

1.(3 

251 

Kerala 

7.23 

234 

5.95 


Sourer. Sarvekeltana (1992). 
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rcmainingJ wo expenditure classes is quest tuna¬ 
ble. since public expenditure in there Mates in 
based largely on transfers from the centre] 
government. 

Reddy and Selvnraju (1994) cautioned that 
though the relationship between per capita 
health expenditure and per capita income was 
positive, it vaned across stales during the period 
1974-75 to 1990-91. They observed that 
developed states like Maharashtra and Gujarat 
displayed a weak relationship while relatively 
less developed stales (Uttar Pradesh, Madhya 
Pradesh and Assam) showed a strong positive 
relationship. On the other hand, both Punjab 
and Haryana which are highly developed states 
showed a high positive relationship. In the 
light nfthese conclusions,classifying the states 
by per capita health expenditure is inappro¬ 
priate. The authors could have classified the 
Males more appropriately based on some 
development indicators such as percapita slate 
income [SaMry and Reddy 1988 and Gupta and 
Sankar 1994) or physical quality of life index 
(PQLI) or human development index [EPW 
Research Foundation 1994]. 

In the paper P and S have analysed the 
utilisation aspeclsofin-patientandambulatory 
care across the three expenditure groups of 
slates. The utilisation of in-patient cases as 
repotted hy P and S are higher in medium 
expenditure slates as compared to other two 
categories. A Malewise comparison of the 
incidence of in-patients hospitalised in these 
three states are presented in the table. The 
prevalence of high morbidity in Kerala has 
been well-documented in literature and 
explained as hang due to the state’s wide health 
care network. This higher percentage of Kerala 
state Matistics has pulled up the average of the 
medium expenditure group. However, the other 
two states in fact show low levels of utilisation. 

P and S have compared the three categories 
of Mates by the utilisation of in-patient and out¬ 
patient care, by type of hospital. There are wide 
ihler-statc variations in health infrastructural 
facilities, such as accessibility of roads to the 
health centre from the place of residence, etc. 
A mere comparison of per-cent age utilisation 
by type of hospital without standardisation by 
population for grouping of the stales would 
give misleading results. 

P and S reported in ease of in-patient care 
that: 

the utilisation of PHCj (both is rural urban 
areas) is observed to be the highest amoag the 
high expenditure group of states (p 1075). 
Among the nuqor stale* of India, the utilisation 
of PHC for in-patient care was below 10 per 
cent and they hardly have any hospital beds 
for in-pmient care. What then is the relevant* 
ofsuchacomparisoa?(Chari HIoraeoriginal 
report of P and S, p 23). 

P and S have also observed that (p 1077); 
la rent as well as urban anas, avenge duration 
of netted jfckaes* ia private sector Is less ten 
Amt cf fee events dnrsttoe ia goveratntat 
sector. With exception of nurture arpnraUnn* 
group, p robab ly ifeorter dnnSino is one of fee 


longer duratioa of treated sicksess ia public 
hospital* could be considered inch cam* o> 
over-use of goverament faculties. 

The average duration of treated ttaknosi 
either in public or private sector depends oi 
the type nf ailment. This observation ignore* 
the fact that the types of diseases treated it 
govern-ment and private hospitals may be quite 
different. For instance, the CESS Mudy (1994, 
on the utilisation of in-patient care in Andhm 
Pradesh reported that the ailments treated i^ 
public/govemmeiN hospitals are leprosy, polic, 
cancer and tuberculosis for which (restmen! 
has to continue for several weeks. On the uihei 
hand, the ailments treated In private sector 
(include private doctors and private hospitals) 
insti-tutions are cardiac, accidents, water-borne 
diseases and complications of pregnancy and 
childbirth. 

In some of the Tables (6, 8 and 9(a)) the 
figures given for the three stale groups hy 
P and S do not match the all-India figures as 
given inthe Sarvekehona(1992)on ‘Morbidity 
and Utilisation of Medical Services Report' 
(Number 364; henceforth MUMS). For example. 

(a) In the MUMS Mudy (StMement .1. p 15) 
the original figure for no-payment category in 
rural areas is 23.16 per cent. However in Table 
6 of the paper, in all the three categories of 
Mates, the respective figures are above the all- 
India average (in low expenditure group (23.35 
percent), in medium expenditure group (24.98 
per cent) and in high expenditure group (32.75 
per oent) respectively. 

(b) The original figure of avenge number 
of days stayed in urban hospitals (in MUMS 
Mudy. Statement 9. p 24) 15.2 days and the 
average total expenditure forhospild treatment 
as Rs 1.182.95. To our surprise, P and S reported 
(in Table 8 of p 1076) that all the three 
expenditure groups have lower magnitudes as 
compared to all-India figures. 

(c) The figures given for thrtuhan areas of 
Table 9(a) show gross ovendgktbVThe authors. 
The all-India averages are higher than the 
figures given in the three expenditure classes. 
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Protection and Exports 

Protected home markets, it is vustomary to suggest, reduce incentives 
for exports. A theoretical examination of the proposition, however, 
shows (hat if tariff is the protectionist device then exactly the opposite 
will he true. Conventional wisdom holds only for quantitative 
restrictions. 809 

Employment Puzzles 

The labour market in Andhra Pradesh has some unique characteristics 
which make a study of employment and unemployment in the state 
especially significant, in particular (i) (he association of casual 
labour and of rural poverty with unemployment, (ii) the changes in 
elasticity of employment in relation to output, and (iii) the puzzle 
of rising usual status' unemployment and declining unemployed 
person days. 811 


The Exception 

Bihar continues to be an enigma to 
the rest of the country. While ruling 
panics in all the other major states 
which went to the polls recently 
suffered defeat, in Bihar the 
Janata Dal and its allies scored 
a stunning victory. Why? _ 789 

Celluloid Utopia 

It ts sad that we should be celebrating 
the century of cinema in India with 
the spectacular commercial success 
of an altogether vacuous Hindi 
film grounded in the signs of a 
homogenised, upper class, upper 
caste Hindu constituency and 
devoid of any illusion worthy j 

of the condition of the millions j 

of people who arc at once the 
primary patrons and victims of 
its vision. ' 801 

\ 

Panchayats and Disasters ! 

Supporters of panchayatt raj expect 
that devolution of power will 
produce a flexible and commuted 
response to natural calamities 

How valid is this presumpdlflff 
The case of the 1993 floods 
in Jalpaiguri in West Hfcnfl. 828 

Unhealthy •’ & 

Public sector invest mem ra health j 

care lus been grossly inadequate ' 

to meet the people'* needs Mdihc 
situation is deicnoruting. There * 
arc. besides, the sharp inler-stmc 
Jod urban-rural disparities. 

Special statistics on health 
expenditure. 834 i 


Killing Fields 

Dozens of youth are heing killed by 
the army in Assam in fake encounters 
and the people have lost all faith in 
the eyewash enquiries into these 
killings conducted by the state 
administration. _ 793 

Enough Is Enough 

The daliLs of the liny village of 
Badanvalu near Mysore in 
Karnataka have, by their determined 
retaliation against the recent 
upper caste attack on them, 
served notice that they 
will no longer put up passively 
with ihc Ungayais' oppressive 
hegemony ami the state s 
callous indjflerencc. 797 

Security for Widows 

State interventions addressed 
specifically to the needs ol w idows 
have been lew. which makes 

Tamil Nadu's pension scheme 

tor destitute yriidows worthy 
of study. _794 

Evading History 

By lorcingt^^mnhsonian 

made sure that many Americans 
will he dented access to ihc Lind 
ol information which wilt make 
fstssihlc a histonc.il and 
ethical judgment on the atomic 
bombing ol Hunshima and 
Nagasaki in I‘U5 799 
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LETTERS TO EDITOR 


Fishermen against Joint 
^features 

THOMAS Kocheny, the national convenor 
of National Fisheries Action Committee 
against John Venture* (NFACJN) will go 
on an indefinite fast in Porbunder, Gujarat, 
the birth place of Mahatma Gandhi, from 
May 2, Simultaneously, SO fishermen from 
all coastal states in India will stage an 
indefinite satyagraha in Jan tar Man tar in 
Delhi and fisberpeopie in the 10 coastal 
atatea will begin indefinite agitations. There 
is only one demand: Cancel all the licence* 
issued for joint ventures. 

Tarun Gogoi. the minister for food 
processing industries appointed a committee 
under the chairmanship of P Murari to 
review the deep sea fishing policy. We 
strongly protest the non-inclusion of anyone 
from the NFACJN. though he had 
acknowledged in parliament that the 
committee was appointed in response to the 
all India fisheries strike by the fisberpeopie. 
We are also concerned about the repeated 
statements by the minister and his secretary 
Bsju. defending the existing policy. We 
fear that this overt partisan attitude of the 
minister and his secretary may hamper the 
impartiality of the proposed committee. 
We alto strongly protest the deliberate 
distortion of facta by the minister by partially 
quoting Thomas Kocheny as saying that 
thereal problem was between the traditional 
fisberpeopie and the small mechanised 
boats. We affirm the unity we have 
established among all sectors of fisheries to 
fight the deep sea fishing policy, because it 
is a real threiu to the entire fisheries sector 
in India. It is surprising that minister never 
refers to the FAO committee (appointed by 
government bf India) report which has 
unambiguously recommended that there is 
no scope for joint ventures for deep sea 
dishing. The minister is duty bound to 
explain on what scientific authority his 
ministry has issued joint venture licences 
for 100-metre long vessel*. How will the 
technology that depleted fish resources in 
the temperate waters be beneficial to us in 
the tropical waters? What infrastructural 
guarantee can the gdiftnunent offer to 
prevent unaccounted tdBiafer of fish in the 
deep sea by vessels operated by joint venture 
complies? 

« Thomas Kocnmr 
New Delhi , . gft *£- 

' V.V ' 

HazardourPtaot Import 

INDIA is importing a used and hazardous 
chlor-alkali plant from Norsks Skog, 
Norway's largest pulp and paper company 
a cc ording to a detailed ktv r . rti g a tio n carried 
out by Kenny Bruno and Ock Wang* 
Andaman of Greenpeace. 


Far ovtsTOye are (1981-92). NorskoSkog 
operated a membrane cell chlor-atkali 
facility with a capacity of20,000tonnes per 
year of chlorine. After three years of intense 
pressure from environmental groups against 
chlorine bleaching, this plant was shot down. 
On February 21, 1994, the company 
informed the Norwegian State Pollution 
Authority of the sale of the plant through 
Perry Process Equipment With United 
Phosphorus, the company signed the contract 
and shipped the plant in 1994. United 
Phosphorus will use the chlorine produced 
by the plant for manufacture of several 
hazardous pesticides, including eodosufan 
and dkhlorous, phosphamidon, eoduaulfan, 
paraquat. This plant to manufacture 
organochlorine and chlorinated organo- 
pbospborus pesticides will be located in the 
industrial estate of Vapi in Gujarat and is 
due to become operational in 199S. The 
Vapi estate is already highly polluted with 
its 3,000 chemical plants which do not 
comply with any mandatory environmental 
and health regulations. 

This project has the full becking of the 
Norwegian government This project was 
given clearance by the Norwegian ministry 
of foreign affaire in May 1994 although it is 
totally contrary to the Norwegian 
government’s stand on environmental 
issues. The project reveals that through 
technology transfer, the most successful 
environmental protection efforts in Norway 
can result in negative consequence* for 
India. The export is taking place even when 
Norway has an expressed policy against 
transferring dirty technology. Despite the 
'green' language used at the international 
forums and meetings by both theNorwegiaa 
and Indian governments this project has 
been cleared by both the governments. We 
demand an immediate comprehensive 
review of the advene envinxuncatal and 


health impaot* of this p roj ect by the 
government of Jodis. TIB mb review tak« 
place, no produetkm plant should be Aowtd 
to operate. 

Ksvaunr Smqh 

New Delhi 

Kashmir and India 

THE repnmkm that the Indian security 
forces are carrying on in Kashmir u 
inhuman. That Kashmiris have a asperate 
identity is clear from the aloofness w, 
Indiana maintain so far as this atrocity that 
is devastating Kashmiri society is concerned 
Indian people reacted overwhelmingly to 
the US aggMsion in Vietnam, tbouaand* of 
miles afar, yet when the Kashmiris w 
bleeding, in our own backyard, no 
reverberations arefeltanywhcre-eapeciaily 
not in the boardrooms of the par!iamentay 
left parties, who are too eager to follow the 
ruling class line, whether in the field of 
human rights, economic policy or taboo 
policy. This sufficiently proves tha 
Kashmiris have a separata identity and their 
independence is the logical solution to ihc 
crisis. Indian security foroea by thekrothlen 
repression in Kashmir are creating 
monster - a mirror image of itself. If today 
Indiabas'any right to intervene in the intend 
matters of Kashmir, then tomorrow the 
security forces can also intervene in India 
affairs to promote their own interests. Tbit 
is exactly what happened with the LTTE 
This small guerrilla organisation could 
intervene in the internal matters of a big sue 
Eke India in a big way by - if tha officii! 
version is to be believed - as i aa th ta t ii 
Rajiv Gandhi It ia high time that Indit left 
Kashmir lock, stock, aad barrel. 
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Wishful Thinking on Employment 


THE government* t Economic Survey as well as the finance 
1 minister in his budget ipcech have placed the creation of 
dditkxttl employment opportunities at 6.4 million in 1992-93 
aid 5.6 million in 1993-94 compared to 3 million in 1991-92 
indan annual avenge of 5 million daring the six-year period 
[985*86 to 1991*92. The finance minister did not hesitate to 
nb it in: “the'drawing-room Cassandras, who predicted 
missive unemploymem as a consequence of ^be reforms, 
iave been conclusively proved wrong”. Really? 

It is well known that reliable employment statistics in our 
xwntry become available with a considerable time-lag. This 
is understandable because, in the first place, the bulk of 
smployment generation takes place in agriculture and the 
non-farm informal sector and, second, there are complex 
problems of measuring irregular employment which is the lot 
sf the overwhelming majority of those consti tutin g the labour 
force. The nationwide surveys undertaken by the National 
SampicSurvey Organisation (NSSO), using three alternative 
concepts of usual, weekly and daily status employment and 
unemployment, are the sole source of comprehensive 
information on the employment situation, but the last survey 
results of which are available relates to 1987-88 and the 
results of the next one for 1992-93 are Mill awaited. So it 
would be interesting to know the basis of the government's 
aggressive claws of acceleration of employment growth in 
1993-94 and the preceding year. 

The earlier, widely-shared, misgivings about employment 
growth in the 1980s were based on NSSO data and it was 
conceded m the Eighth Plan that the declining trend in the 
employment elasticity of GDP growth had rendered the task 
of accelerating employment creation difficult. The annual 
rate of growth of employment, based on the usual status 
criterion, hid declined steadily from 2.82 par cent per annum 
dining 1972-73/1977-78 to 2.22 per cent per annum during 
1977-78/1983 and farther to 1.55 per cent per annum during 
1983/1987-88. This happened despite the acceleration in the 
rate of growth of GDP to about 5.6 per cent in the 1980s. in 
the meantime, fie growth of the labour force had accelerated 
to 2.5 per ceot per annum, leading to a mounting backlog of 
unemployment The Eighth Plan had envisaged an avenge 
annual employment growth of about 2.6 to 2.8 per cent or 
8 to 9 miflkm employment opportunities. This 

was based on the assrnnpbon of an employment elasticity 

close to OJ with respect W GDP growth. 

>( is possible that the government's claims of employment 
leuentka based on the sectoral elasticities assumed in 
the Eighth Han. The plan bad pushed up employment 
riasttey from 0.38 achieved during 1983-88 to a target of 


0.46 on the Consideration that 1987-88 had not been a good 
year. On that ground the elasticity for the agricultural sector 
was raised from 0.36 to 050 and that for manufacturing was 
doubled from 0.26 to 0.50. As a result, the growth of 
employment for the targeted GDP growth was to be 1.5 per 
cent per annum for agriculture against the actually achieved 
rates of 0.91 p a cent during 1977-78/1983 and 0.94 per cent 
dtning 1983/1987-88. For manufacturing the rate of growth 
of employment was to be 3.65 per cent per annum against the 
rates of3.76percentand2.18per cent, respectively, achieved 
in the above two periods. The overall employment growth 
was expected to accelerate from 2.10 per cent and 1.77 per 
cent during these two periods to 2.6 per cent 

The economic situation in the 1990s after the initiation of 
the economic reforms should not encourage expectations of 
accelerated growth of employment either in agriculture or in 
the other sectors. This is so even after taking into account the 
review of the results of the various rounds of the NSSO by 
experts suggesting that probably the Eighth Plan’s impression 
of a deceleration in the growth of employment, in the earlier 
period had been misplaced. The prognoses about more rapid ' 
growth in the number of days worked than in the number of 
workers and the growing diversification of rural employment 
with marked growth of non-agriculturai employment in non- 
factory and non-household manufacturing do not necessarily 
go against the likelihood of sluggish overall employment 
growth in the recent period. 

Fust, among the mayor sectors, it is true that agriculture 
has shown an impressive growth of 5 3 per cent in 1992-93 
and 3 per cent in 1993-94, but then it is generally accepted 
that agriculture has been characterised by a decline in 
employment elasticity. Also, a precondition for larger labour 
absorption in agriculture is better spatial diffusion of 
agricultural growth, but this seems to be taking place at a 
niggardly pace. The agro-dimaticregional planning project, 
initiated in 1988, is still at tbe pOot study stage and has now 
been put off to the Ninth Plan for wider adoption On die 
other hand, manufacturing GDP rose by only 3.1 per cent and 
3.6 per cent, respectively, in 1992-93 and 1993-94 against 
(he Eighth Plan target of 7.3 per cent per annum. Clearly, 
additions to employment arising out of the sectoral growth 
rates in the first two years of the Eighth Plan cannot but have 
tjccfl modest. 

Second, much tbe larger part of employment growth in die 
organised sectors in fie peat was linked to public sector 
activities which have been reined in as a matter of policy m 
thepoat-reform period. Em plo yme nt in the public sector rose 
by6.2mitlionar3.3per cent during fie four-year period from 
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1990 to 1993 in contrast to *n expansion of 
•haul 11 mill ion or 6.2 per cent during the 
preceding four-year period. In the private 
organised sector,’ the corresponding 
increases were 2.49 million (3.3 per cent) 
and 2.08 million (2.8 percent). Interestingly, 
the rise in employment was higher in 1991- 
92 in both the public (1.53 million) and 
private (1.86 mill too) sectors than in the 
following year when the respective figures 
were 1.77 million and minus 0.15 million. 
In the public sector, the budget documents 
show that the strength of the central 
government establishment which had risen 
horn 40.82 lakh as on March 1. 1991 to 
41.39 lakh on March 1. 1992 has since 
then steadily declined to 39.74 lakh on 
March 1. 1993 and further to 38.42 lakh 
on March 1.1994. 

Third, employment exchange data, for 
what they are worth, show a decline in the 
number of vacancies notified and of 
placements effected. The number of 
vacancies notified fell from a peak of 5.81 
lakh in 1989-90 to4.04 lakh in 1992-93 and 
further to 3.84 lakh in 1993-94. Likewise, 
placements fell from 2.94 lakh to 2.29 lakh 
and 2.22 lakh in the respective years. 
Placements as a percentage of registrations 
declined from 8.5 per cent to 7.9 per cent 
and 6.7 per cent. 

Fourth, gross investment and gross fixed 
investment ratios for the economy showed 
an unmistakable drop between 1990-91 and 
1993-94. Public sect or invcslmentcs pet tally 
suffered during this period. Grosx domestic 
capital formation as a proportion of GDP at 
market prices (both at 1980-81 prices) 
sboWcd a sharp fall from 24.6 per cent in 
1990-91 to 20.6 per cent in 1992-93 and 
further to 19.4 per cent in 1993-94 and the 
ratio of gross fixed capital formation 
slipped from 21.1 per cent to 19.7 percent 
and 19.8 per cent. 

finally, this has also been a period when 
the flow of institutional credit to agriculture 
and to the non-farm informal sector has got 
choked for a variety of reasons. Scheduled 
commercial banks ’ advances to these sectors 
as a proportion of their total credit which 
were above 40 per cent a few years ago had 
dwindled to 38.7 per cent hy March 1992. 
35.3perccnt by Match 1994 and 35 per cent 
by July 1994. 

FAMILY PANNING 

Missing the Point 

PERHAPS the best known fact about our 
family planning programme is that India is 
among the first countries to have made the 
programme a part of its planned national 
development effort, giving it considerable 
weightage inthe planning process, especially 
since the Fourth Plan. No other programme 
has perhaps been invested with as much 
importance. The 1980k. however, brought a 
realisation that the programme iu all it* 
various garbs had not achieved the expected 
result*. And then rethinking began at 
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several levels. In this the Public Account* 
CommiStoe reports hadplayod an Important 
tote lit focusing not onfy on the lacunae hi 
the programme, hut on departmental in¬ 
consistencies and failure to implement 
many oftbecommittee’asuggestions.Nuw. 
however, there appears to be a disturbing 
note of‘nonchalance in the committee's 
reports. 

The 73rd report of the PAC of the Tenth 
Lok Sabha deals with the action taken on 
the recommendations of the 139th report 
of the PAC of the Eighth l*ok Sabha. As 
usual it is more an account of actum not 
taken. What is remarkable about the report 
is that quite clearly there is little com¬ 
prehension among the elected repre¬ 
sentatives of the real nature of the recom¬ 
mendation* the PAC makes or of the 
problems of implementing them. At one 
extreme the committee castigates the de¬ 
partments for non-performance in regard 
to what appear to be some naive and 
impossihle-to-impiemenl recommenda¬ 
tions of the 139th report. At another level 
it accepts without comment facile and 
evasive explanations regarding pointed 
and concrete suggestions of the earlier 
report. 

For instance, the 73rd report points out 
that the earlier report had stressed the need 
for inter-sectoral co-onlinatkm of various 
socio-economic development programmes 
having a bearing on family planning “to 
attack the multi-dimensional population 
problem", (t is troubled that the ministry is 
"completely silent about the actual 
achievement in the development of a 
mechanism for the integration of the 
programmes". It therefore reiterates its 
earlier recommendation after castigating 
the ministry for its inaction. While a 
comprehensive evaluation of the why* may 
he beyond the scope of the PAC. there is no 
indication that the PAC is even sensitive to 
the reasons for the failure to act upon its 
earlier recommendation. A little under¬ 
standing of the manner in which the family 
welfare programme has been constituted 
and function* would show that most other 
departments, including health, regard the 
programme as something of m pampered 
intruder. And it i* a faq that the inclusion of 
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motivate couples ftHnily 

planting. This reply from the etlritut ha*. 
ap p aren t l y satisfied the committee, for it 
doe* not wish to lake any further action m 
the matter. There are other similar instance*, 
where the action taken by the ministry deal* 
with the committee's suggestion only 
tangentially, and yet the committee appear* 
satisfied with the 'progress' made. 

Similarly, the 139th report's comment 
that the "committee arc at a loss i„ 


understand as to how and why the birth rate 
ha* remained stationary at 33 since 1977 
despite the fact that couple protection rate 
has gone up considerably from 22.5 per cent 
in 1977 to 34.9 per cent by March 19Kfi" 
elicits a convoluted explanation about the 
discrepancies in estimates of birth rate 
between SRS and the Census with the 


soothing assurance that a working group 
bast .bees constituted by the Planning 
Commission for reviewing the family; 
planning programme and that this group 
has made several recommendations. Again, 
the 139th report point* out Ihat53.3 percent 

of die sample cases of acceptors in ■ 
particular year could not he traced due to. 
wrong addresses and suggested that vigorous 
monitoring and evaluation processes he 
instituted. The ministry has responded to 
this by staling that 'field evaluations' show 
that only 10 to 11 per cent ofthecaaes could 
not be traced due to wrong addresses, 
brushing qgide the recommendation of the 
139th report. But the troubling thought i* 
that in both the above cases the PAC appear* 
to have been supplied inadequate or wt«h{ 
information in the first place. The 
committee's report, however, makes no 
comment on all this. 


In a sense, there seems to be a consensu.* 


now that the mimstty's handling of tls 
family planning programme is the best that 
could poxsibly be and thc need of the day i* 
to support it. More generally, the family 
planning/family welfare programme ha* 
never become a political issue worthy ol 
parliamentary debate, although evert 
political party has made proauunccmcnf*» 
on it. cither critical or complimentary ■ 
depending on the need of the hour- 


family planning concern* in other areas, 
such as health programmes, has bad a 
disastrous effect - the family planning 
programme has drained away fund*, 
bumanpower and other resources. If inter¬ 
sectoral linkages are to be developed, the 
family planning programme has to he re¬ 
evaluated and in departmental and 
administrative terms devalued. 

Another recommendation relates to the 
age of acceptors. The 139th report had 
suggested that younger uttuples needed to 
he better covered by family planning 
services. The ministry in its reply points out 
that while it is (rue that younger couples 
need to be covered through popularisation 
of spacing method*, older couphsscannot 
be ignored. It stresses instead the need to 


PUNJAB 


Aka(i Unity 


THE decision of the two main Aka' 1 
factions. Akali Dal (Badal) and Akali Dal 
(Amritsar), to form the united Shiroman 1 
Akali Dal' marks a triumph of the moder a* 
forces among the Akali*. This iriumpl'" 
underlined by two factor*. Firstly ito 
unity has been based on the Anandr* 
Sahib resolution of 1978 - which isanw* 
down version *>f the allegedly scecusi'” 1 ' 11 
resolution of the same name of the w* 
1V73 - und not on the ci»ntr»»»'cr>(* 
’Amritsar declaration' as was detnu^ 
hy the extremists in the Akali D.'l ,Al 
Secondly. Pmkash Singh Badal. <>i 
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minister^* retying UpaW for to 7Jy>erc8ptofwh»cb«repiiaedooioihc 
os feetahdwwf'fea MhM pmfi .'*■. - projected revonoe estimate* *re those stake*". Hoe wm when ijsmet minister* 

This a*eaudaMeoftheaUtderatcaamong likely u accrue from “ simplification. need to provide special incentives for 

the AJ»H*. in tum.bas * f wo-fold rationalisation sail improved tax people to contribute to the government'* 


now. <a the defeat of tke militant and 
«uueaidnnial force* is Sikh and larger 
Punjab poUtio*. Second, it shows that the 
political element in the Sikh tradition has 
not given Up il*«vruggleag ainsi the religio- 
temporal force*. While the defeat of the 
militant* would open the way for the 
ushering in of electoral politic* in the state 
in its full force, the continuing struggle of 
the political element in the Sikh tradition 
to emerge a* an independent force - 
unencumbered by the religious side of the 
tradition represented by the priests who 
evoke the traditional dominance of the 
religion* over the political in order to 
assert their authority - ba« longer term 
consequences for state politics. For. truly 
democratic politic*, in its current modem 
sense, cannot take root in the state till the 
Sikh priestly class ha* been shown its 
place which is to conduct the religious 
affairs of the Sikhs without interfering in 
(heir politic*. The struggle against the 
priestly class has. in the recent past, been 
carried out by the moderate Akali l)al(B) 
which refused to forge unity with the 
other factions on the terms put lorward 
by the head priest ot the Akal Takht. It is 
a good augury that this faction has been 
able to impose its own conditions on the 
head priest as is shown by the unity 
declaration. 

What bodes ill for the current unity, 
however, is that this very assertion by the 
moderate Akalis has already alienated a 
section of the militants led by Simranjil 
Singh Mann who have accused the 
mediator* of cementing the unity in 
haste and have 6ncc again evoked the 
Amritsar declaration and (he Anandpur 
resolution of 1973 While in the ahsence 
of support both among the Sikh populace 
and a majority of the Akali leadership (his 
protest by the militants cannot be accorded 
much significance, it shows that the 
clement of extremism is likely to remain a 
permanent feature of Sikh and Punjab 
politics. 

TAX REFORM 

Lost Revenue 

ALTHOUGH the net loss from his revenue 
proposal* in (he 1995-96budgel worked out 
w more than R«4.000 crore “on the basis of 
conventional estimates'', the finance minister 
claimed in hi* budget speech that “(he gains 
firm the (tax] inform will ensure that there 
wilFbc no revenue km*" and that therefore 
he Wat not "assuming any lot* from |ihc| 
budget proposal*" Thus, the centre's grots 
tax ra v en da i» projected to increase from R* 
*7.mcn»* (BE) *od RsXV.fi.il cruro(KE) 
in 1*94-95 to fe J03.762 crore in 1995-96. 

The gain* from hi* tax reform that the 




1994-95 alio be had adopted :a similar 
stance, in that the assumption made was 
that the net revenue loss from the proposed 
tax reductions as conventionally estimated, 
of R« 3.600 crore. would be made up by 
improved collection*. The f nance minister 
cited in support fiscal expert*, without 
naming anyone, who supposedly were 
“near unanimous that there is considerable 
evasion of taxes in our system and that it 
is possible to reduce tax rates and yet 
mobilise additional revenue by improving 
tax administration and compliance**. Of 
course, he did not rely altogether on the 
opinion of the fiscal expert*’ and thought 
it also necessary to urge “lax-payers who 
have long argued for moderation in the 
rates of taxes" to live up to “the assurance* 
that this (moderation of tax rates) would 
improve compliance". 

The clear impression the finance minister 
has been trying to convey right from his 
first budget speech is that whatever the 
reductions lie was introducing in lax rates 
and whatever the changes he was making in 
the rules ami procedures for lax enforcement, 
they would not result in revenue losses but, 
on the contrary, would lead to enhanced 
collections. If this had realty turned out to 
be gorrect. one would have expected the 
celitre's lax collections to show an upward 
mo vement as a proportion of gross domestic 
product. This is the only yardstick available 
to lust whether or not tax collections are 
actually showing some improvement. 

Howdocs the government’s performance 
stand the lest'.' Between 1990-91 and 1995- 
9fi (BE) the centre’s tax collections as a 
proportion of gross domestic product show 
not an increase but a decline from 10.9 per 
cent lo9.9 percent. Translated into absolute 
figures, tax collections in 1995-96 should 
have been projected as Rs 1.14.450 crore 
instead ot Rs 1.03.462 crore. i e. they 
should have been higher by over R* 10.000 
crore. if improved tax compliance and 
administration hast in fact ensured at least 
the same ratio ot tax collections to gross 
domestic product. Evidently, the finance 
minister's exhortations to lax-payers have 
fallen on deaf ears. At the same time, tax 
administration has little to show by way of 
improved performance. All the same, year 
after year claims are made which are 
altogether unsubsiantiuble. 

SMAIJ. SAVING 

An Embarrassment? 

IN his budget speech, fina nce minister 
Mantnoban Singh explain* the increase is 
the fiscal deficit in 1994-95 to 6.7 per cent 
from 6 per cent projected in fee budget 
estimate* for fee year is tens* of "fee 
extraordinary rise is small saving coB e ctkms . 
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mobilisation of addittooalcollections. Today 
small saving schemes aeon to hove become 
an embarrassment and feat too at a time 
when fee overall saving rate at the economy 
is on the decline. Why? Just because three 
quarters of the collections from the small 
saving schemes have to be passed on to the 
states as loans? 

Interestingly, in fee budget estimates for 
1995-96. fee projection is feat small saving 
collections will come down boa Rs 14.000 
crore in 1994-95 (RE)ioRsfi.OOO crore No 
explanation is offered in the budget 
document* about why the collections are 
expected to decline by more than 40 per 
cent in a single year. The suspicion arises, 
however, that fee finance minuter has not 
quite revealed his hand in this regard and 
feat there may he some measures he has in 
mind to slow down accretions under fee 
small saving schemes. 

Although the finance minister chooses 
not to be explicit about fee reason why be 
expect* small saving collections to decline 
so sharply after 'fee extraordinary rise' 
registered in 1994-95. the projected 
downward slide is must likely related to 
the little publicised decision to bar 
institutional investors from access to small 
saving schemes with effect from April this 
year. It is believed that the recent *purt in 
investment in small saving scheme* was 
on account of institutional investors who 
have been attracted to 'here schemes by 
fee substantial commission* offered by 
several slate governments. Whether or Dot 
this belief can stand scrutiny, fee blanket 
ban on institutional investment is bound to 
have a severely adverse impact on small 
saving collections. At (be same time, fee 
question remains as to why several state 
governments have been driven to offer 
substantial concussion* on small saving 
collections. 

The present finance mii»ster has. through 
his budgets, tried to restnci fee incentive 
benefits small saving contributions had 
enjoyed earlier. If the collection* have still 
gone up. fee credit for that should go largely 
to fee state governments for their increased 
efforts to mobilise these savings, even 
though they have to share the fonts of fectr 
efforts with fee centre. If now fee centre 
attempts somehow to slow down the 
accretion under the small saving sch eme* , 
it will not he surprising if fee notes start 
losing interest in there schemes. But will 
(hat he in fee interests of fee economy a* a 
whole when fee need w to promote overaR 
savings so feat fee recent trend of Aetr 
decline can be reversed? 

If fee centre's major concern over small 
saving coUoctsoo* arise* because of fee 
current during arrangement*, would it nor 
be appropriate to revive the idea, mooted by 
Manmohan Singh's immediate predecessor. 
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of establishing a separate small saving* 
bank? Then these coBoctkns will not have 
to pass through the central budget and show 
up in die centre's fiscal deficit. This will be 
no different from asking central public sector 
enterprises to raise funds directly from the 
market rather than through the budget. The 
states will continue to show the fiscal deficits 
that they would otherwise, because, under 
the Constitution, they can borrow only what 
they are permitted to by the centre, but the 
centre will be spared the embarrassment 
small saving collections now seem tncause. 
At the same time, the need to restrict people’s 
choices with regard to the forms of saving 
would not arise. 

POLITICS 

Uneasy Stock-Taking 

• 

THE ups and downs in the political fortunes 
of major parties in the recently concluded 
assembly elections set the tone for the 
national level conferences of the Congress, 
the BJP and the CP1(M). While the results 
of Bihar elections raised the spirits of the 
communist party, they doused the BiP's 
dream of an unhindered 'march to Delhi' 
and spurred further dissident activity in 
the Congress. Nonetheless, the formation 
of BJP governments in four states and the 
emergence of the party as the main 
opposition in five other states has triggered 
off debates in all parties regarding the 
ultimate regrouping of forces for the Lok 
Sabha elections next year. 

Though the success of tbc BJP in the 
assembly elections owes less to its 
communal propaganda and more to the 
downward graph of credibility of the 
Congress among the masses, the long¬ 
term debilitating consequences of 
Hindutva demagoguery for the secular 
polity of the country should not be 
underestimated. Though the chief election 
commissioner proscribed incitement of 
communal passions through campaigning, 
the Hindotva onslaught has effectively 
damaged the backward-minority base in 
the major states. Though corruption, 
criminalisation and inefficiency were the 
main charges against the incumbent 
governments in Gujarat and Maharashtra, 
the riots in the 1980s in Gujarat and the 
post-Ayodhya Bombgy riots in 
Maharashtra fractured the base of the 
Congress in these states. The riots on the 
one hand marooned the Muslims and on 
the other exposed the callous indifference 
of the Congress* governments to the plight 
of the minority community. The com- 
munalisation of the political atmosphere 
in Karnataka around the telecasting of an 
Urdu news bulletin and flag-hoisting on 
Idgah maidan in Hubli definitely 
contributed to the BIP performance in tbc 
state. Even in UP the SP-BSP government 
sits on a precarious alliance of backwards 
and minorities and Malayan Singh has 
yet to show convincing evidence of his 


strengthened grip °w the mS a aes . his-in . 
this context that Lako Prasad's victory 
assumes added significance. A revival of 
the third force is imperative so as topre vent 
the fort booming Lok Ssbb selections from 
being just a race between two parties, in 
which case BJP may further improve its 
tally in parliament * 

Nevertheless, chalking out a strategy 
for NF-LF alliance it not going to be easy. 
The rampant diasideace within the 
Congress projects the party as a weakened 
force and in turn makes the presence of the 
BJP all the more threshing. Given the 
party structure of the JD, the margins] 
presence of the left in the Hindi belt and 
the BSP's animus towards the communists, 
it is open to question whether the NF-LP 
alliance can project itself as a formidable 
national alternative. Yet, it will also be' 
simplistic to make a straightforward 
reading of the assembly election results 
and conclude the eclipse of the Congress. 
In 1971, for the first time, Indira Gandhi 
broke the cycle of simultaneously 
conducting elections to the Lok Sabha and 
the state assemblies and relatively insulated 
the parliamentary elections from the impact 
of the results of assembly elections. Thus 
the political calculations for the two types 
of elections were also rendered different. 
After 1971, many non-Congress govern¬ 
ments have come up in the states but that 
did not automatically rule out the Congress 
from the centre. Still it is true that earlier 
the Congress defeats in the states were 
cither in the north or in the south while this 
time it has been all pervasive. Hence, it 
will be of interest to see whether Indira 
Gandhi’s strategy to sustain Congress rule 
at the centre will weather this major 
transition in Indian politics. 

SECURITY FORCES 

Trigger Happy 

THE killing spree indulged in by the Indian 
army’s latest creation, the Rasbtriya Rifles, 
in Kohima on March S once again under¬ 
scores the need for appropriate training of, 
and better supervision over, members of 
such paramilitary forces to prevent them 
from degenerating into gangs of trigger- 
happy mercenaries without any account¬ 
ability. 

The sequence of events in Kohima on that 
fateful day - more or less ignored by the 
mainstream natiooal pros-suggestson the 
ooe band the farcical state of reflates among 
the army personnel, and on the other tbc 
tragic consequence* of such reflex actions 
for innocent citizens. According to reports, 
aeonvoy of the 16lh Rasbtriya Rifles reached 
Kohima from Manipur (Where it was 
deployed for election doty) in the afternoon 
of March 5. As soon as it entered the town’s 
most thickly populated area on National 
H igbway 39. it opened fire on (be inhabitants 
killing and injuring bystanders. Almost 
immediately, jswans of the Assam Rifles, 



per s on a s! posted nearby, started ftrint 
indiscriminately.' This was frilowod by , 
combing operation launched by the Assam 
Rifles for ovar two hears covering > 
residential ares of four square kilometre* 
In the course of the entire operation, at lout 
seven people were killed, 22 injured by 
bullets and 26 arrested and tortured by the 
armed forces. Among the dead ware two 
small gills aged threo-aad-e-half and eight 
yean. 

As it transpired later, the whole 
paramilitary operation was the result of 
sheer panic among the jawaas of the 
Rasbtriya Rifles and Assam Rifles 
According to the director-general of police 
of Nagaland, Chaman Lai. “it waa an out 
and out panic firing’’. There had been no 
sign of amt attack on the Rasbtriya Rifles' 
convoy. That there are no takers for the 
army version, that the jawaas had opened 
fire because their convoy was attacked by 
Naga insurgents, was evident soon after 
when the centre had to intervene by 
despatching the union minialer of state for - 
home, Rsjesh Pilot, to Kohima. who assured 
the Nagaland state government that 
“appropr i ate action" would be taken against 
all the jawaas who were found guilty. Some 
400 personnel of the 16th Rasbtriya Rifles 
responaible for sparking off {he March 5 
mayhem in Kohima arc understood to hive 
beau detained. 

While tbc guilty jawans do deserve 
punishment for killing innocent people, 
one cannot lose sight of the ludicrous 
depths to which our security apparatus has 
sunk. On-the-spot inquiries and eyewitness 
accounts reveal that the Rasbtriya Rifles 
convoy went berserk after the sound of a 
Mast - which eventually turned out to 
have been a tyre-bunt in one of tbc 
vehicles of the convoy. In an even more 
ridiculous chain-reaction, the Assam 
Rifles j swans, posted nearby, hearing the 
sound of (king by their Rasbtriya Rifle* 
colleagues apparently assiunod that tbc 
insurgents were about to attack them, and 
responded by resorting to indiscriminate ; 
firing. i 

If the government is seriously concerned 
shout combating terrorism - for which 
purpose the Rashtriya Rifles has been 
ostensibly raised - it is elementary for it 
first to make arrangements for proper 
training of its anti-terrorist inleUigeacc 
outfit red military personnel in identifying 
terrorists. Till today, the Indian para¬ 
military forces have failed miserably in 
both identifying and apprehending 
terrorists, as evident from die escalation 
of terrorism all over the country as well 
as the persecution by the paramilitary 
forces of thousands of innocent citizen* 
who are branded ‘terrorists'. Instead of 
bring able to put an end to terrorism, these 
forces have emerged a* tools of state 
terrorism directed against the people. 
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IN THft CAfmL MARKET 


Motttane 

FORMERLY known u Bombay Tyre* 
International, Modiston* U currently 
engaged in tbemanufncture of awide range 
of tyre* ranging from small scooter tyre* 
to the large tyre* for earth moving. The 
export turnover of the company has 
increased by Rs4.4t cron in the put four 
years, the company was awarded the 
certificate of merit for its export 
performance for throe consecutive years, 
viz. 1989-90, 1990-91 and 1991-92, by 
Chemical and Allied Product* Export 
Promotion Council (CAPEXIL). In the 
previous year the performance wax affected 
by a two and a half month lock-out in the 
plant which was preceded by a three month 
go-alow fay worker*. The management 
signed an industrial accord with workers 
to settle the dispute. The company also 
faced a shortage of funds due to which it 
could not undertake normal capital 
expenditures for replacement of certain 
essential item* such u moulds, jack*, skids, 
trolley motors, etc. This led to serious 
disruption in production. To (dug this 
shortage of fund* the company plant, to 
make a rights issue of 4$ lakh zero coupon 
unsecured folly convertible debentures of 
Rs 80 each at par aggregating to Rx 3.600 
lakh to the members of the company. The 
PCD would be converted into four equity 
(hares on allotment. The issue is being 
jointly managed by DSP Financial 
Consultants and State Bank of Jaipur and 
Bikaner. The issue is slated to close on 
April 28. 

International Housing 
Finance Corporation 

Interutkmal Housing Finance Corporation 
(IHFC) was incorporated in 1990 and 
since then was dormant and bad not carried 
out any business activity till September 
1994. The company which is provisionally 
classified by the National Housing Bank 
as a housing finance company is to 
provide finance to builders, developers, 
co-operative societies, associations' of 
persons and individuals lor carrying out 
construction or acquiring residential unit* 
The project has teen appraised by Bank 
of Baroda’s project finance division and 
the total dost has been estimated to be at 
Ra 17 J cram. To pert finance the project 
the company i* entering the capital market 
ou April 27 with a public issue of 10* lakh 
equity sham of Rx 10 each at par 


aggregating to Rs 1,010 lakh. The balance 
of Ra 670 lakh k to be financed by the 
promoters, their friends and relativea. Tbe 
issue is being jointly managed by Bank of 
Baroda, Bank of Mahareahtn and Vijaya 
Baltic. 

Pioneer Investcorp 

Pioneer Investcorp la engaged in the 
business of leasing, hire purchase and bill 
discounting activities and lease and loan 
syndication. Tbe company also provides 
services like corporate counseling, Issue 
management, investment banking, capital 
market operations and underwriting and 
investment advisory services. Its investment 
banking activities include both primary 
and secondaiy market operations. Merchant 
banking activities include corporate 
advisory services on capital structuring 
and tbe entire gamut of issue management 
'which includes pre-issue and post-issue 
management and private placement of 
securities and underwriting. The company 
has established itself in tbe syndication 
business and has been regularly doing 
business of more than Rs 100 crore in the 
past. The company is now entering the 
capital market with a public issue of 20 
■lakh equity shares of Rs 10 each at a 
premium of Rs SO per equity share 
aggregating Rs 1.200 lakh including 
2,50.000 equity shares of Rx 10 each at a 
premium ofRs 50 aggregating Rs ISO lakh 
reserved for NRIs. The issue, slated to 
open on April 24. is being jointly managed 
by ITCClassic Finance. Indbank Merchant 
Banking Services and Sterling Holiday 
Financial Services. 

ANG Exports 

ANG Exports is setting up an expansion 
project for export of aulo-componcntx of 
air brake systems for medium and heavy 
trucks and trailers. The company is 
already exporting auto-components of 
air brake systems of trucks and trailers 
and hot forged bolts to US-bascd 
companies. It has export orders in hand 
worth Rs 530 lakh for brake rollers and 
pins and hot forged bolts and hitch halts. 
Tofundtbeprojectlhecompany is entering 
the capital marketun April 24 with apuhlk 
issue of 15.60.000 equity shares of Rs 10 
each at par aggregating Rs 156 lakh. In 
addition, shares worth Rs 64 lakh are 
being offered on firm allotment basis to 
NRIs/OCBs, Rs 20 lakh to financial 


BFW RutcI r—fatten 


fa st it ntions tod Rs 35 lakh to Indian mutual 
funds. The issue is being jointly managed 
by Imperial Corporate Finance and 
Services. Uttar Pradesh Financial 
Corporation and State Bank of Hyderabad. 

Rajesh Malleables 

Rajesh Malleable*, engaged in manu¬ 
facturing malleable cast iron pipes, 
proposes to modernise its malleable 
casting division with technical assistance 
from Production Technik GmbH of 
Gam any. Tbe modernisation will enhance 
productivity and increase capacity by 
1,000 tpa. The company has also 
commenced manufacture of rolomoulded 
plastic items like automobile parts, barrels, 
drums and toys besides undertaking 
custom moulding jobs. This is in technical 
collaboration with Bowdenc Garden and 
Leisure Products with which the company 
has a buyback arrangement. The total 
cost of the project has been estimated at 
Ks 28.97 crore. The company has export 
orders worth Rs 10 34 crore in hand. To 
part finance the project the company is 
making a public issue of 14 lakh equity 
shares of Rs 10 each at a premium of 
Rs 53 per share aggregating Rs 882 lakh. 
The issue, slated to open on April 27. is 
being lead managed by Bank of Barodaand 
Market Creators. 
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CURRENT STATISTICS _ EPW Kw^Pwrittoi 

The inflation we in 1994-95 hex turned out to be 10per cent (pfov«H»*t> cucupured to 10 * pet cent (final) in the previous year. Bated un the 52-wwtc average 
index. the lufUliun rate wuriu out to 11 per cent against 8,2 per cent in the preceding year. Year-end foreign exchange aaaett ibowed aria* of $ 12? mifttoo 
over the lwtt month and-of $ 5.640 millica over the year, partly due lu the deptecuuioa of the dollar vfJ-n-vis the yen and the DM. Trade Weig h t e d , the rupee 
staadx depreciated by about 35 per coat in nominal term*. n« only by IS per cent terra) terra* over the level ia March 1991. Officially pertained fcnpefta have 
given a fillip to gold and silver inflow*, their value cruuung 84 billion in 1994 at Indian pncca. At a reault, the Itavala' rate for the dollar hat p e ra ial c d at Ra 35 
or no over (be part nix month* With non-POL import) galloping by about .12 percent and export* risiog by about 17 percent, the trade deficit it widening. 

Macroeconomic Indicators 


Index Nibcnt nf Wbnlrnalr Weight* Mar 25. _ Variation (Per Cent): Poiat-to-Polat 


Price* (19*1-82=1(101 


1905 Over 

1994-95 1993-94 1992-93 1991-92 1990-91 

1989-90 1988-89 

1987-88 


Monlh 







All Commodities 

100.0 

284.2 -0.1 

10.0 

10.8 7.0 

13.6 121 

9.1 

5.7 


Primary Article* 

32.3 

293.2 -LI 

132 

11.5 3.0 

15.3 17.1 

64 

02) 

1M 

Haul Article* 

17.4 

317.1 -1.0 

13.1 

4.4 5.4 

20.9 18.9 

21 

3.6 

K.7 

Non-Food Article* 

10.1 

321.9 -1.6 

14.9 

24.9 -1.4 

8.1 19.3 

13.4 

-6.6 

21.0 

Fuel. Power. Light and Lubricant' 

10.7 

281.4 0.0 

12 

13.1 15.2 

132 14.4 

6.3 

4.7 


Manufactured Product* 

57.0 

279.6 0.5 

10.0 

9.9 7.9 

12.6 8.9 

11.1 

9.0 

*9.1 

(%K)d ftoduciJ 

10.1 

272.8 -0.3 

82 

12.3 6.8 

102 132 

12.9 

4.9 

92 

Fiatd Index (computed) 

All ('ommoditie* (Average Barn.*) 

27.5 

300.8 -0.8 

11.4 

7.0 5.8 

17.1 16.9 

5.7 

4.0 

14.1 

(April-March 25.1995) 

100.0 

274.4 

10.9 

82 10.1 

13.7 10.3 

7.4 

7.5 

8.2 



Lalcxt 


_Variation (Per Cent); Point-to-point_ 



Cant nf Living In dice* 

Month Over 

Over 12 Monlh* Fiscal Year So Far 1993 -94 

1992-93 1991-92 

1990-91 


Month 

Latest Previous 1994-95 1993-94 




industrial Worker* (1982=100) 


289 1 0.3 

9.9 

9.1 82 

8.2 9.9 

6.1 

13.9 

13.6 

Urban Non-Man Erap (19*4-85=100) 

240 11 0.0 

8.6 

7.8 8.1 

7.8 

6.8 

13.6 

13.4 

Agri Lab (July 60 to June 61=100) 


1301 1 0.7 

11.6 

102 t0.7 

10.7 11.6 


21.9 

16.6 


Mar 17. 



_Variation_ 




MnaMy and Banking (R» crore) 

1995 

Over 

Fiscal Year So Far 

1993-94 

1992-93 


1991-92 



Month 

1994-95 

1993-94 





Money Supply (M,) 

511031 

7420(1.5) 

77465(17.9) 

68080(18.6) 

66741 08.2) 

49344(15.5) 

51653(19.4) 

Currency with Public 

102857 

2817 an 

20659(25.1) 

15294 (224) 

13924 (20.4) 

7175(11.7) 

8050 (15.2) 

Deposit* with Bank* 

405100 

4491 (1.1) 

56260(16.1) 

52237(17.6) 

51601 (17.4) 

41741 (16.3) 

43392 (20.5) 

Mel Bank Credit to Govt Sector 

220515 

2588(1.2) 

16729 (8.2) 

27437(17.6) 

27548 05.6) 

1797.4(11.4) 

18070(129) 

Bank Credit to Comml Sector 

279561 

6216 (2.2) 

42358(17.9) 

16990(7.7) 

17068(7.8) 

32141 (17.1) 

16225(9.4) 

Net Foreign Exchange A*«t* 

72291 

1581 (2.2) 

18564(34.6) 

25342 001.6) 

28775 0 5.3) 

3726(17.6) 

10645 0 00.6) 

Reserve Money 

168457 

4315(2.6) 

29835 (21.5) 

26626 (24.0) 

27843(25.1) 

11274(11.3) 

11726(12.4) 

Net RBI Creda to Centre 

100497 

2995 (3.0) 

3714(3.8) 

1.334(1.4) 

26? (0.3) 

4247 (4.6) 

5904 (6,7) 

Scheduled Commercial Bank* 









Deposit* 

365969 

2988 (0.8) 

50837(16.1) 

459.35(17.1) 

46560 07.3) 

37814(16.4) 

38216(19.8) 

Advance* 

201696 

4796 (2.4) 

37278 (22.7) 

11212(7.4) 

12436(8.2) 

26390(21.0) 

9291 (8.0) 

Non-Food Advance* 

188542 

5294 (2.8) 

35031 (22.8) 

6668 (4.6) 

8272 (5.7) 

24317(20.1) 

9127(8.2) 

Investment* 

147899 

-457 (-0.3) 

15376(11.6) 

25955 (24.6) 

26867 (25.4) 

15460(17.1) 

15131 (20.2) 

Index Nanabera rf Industrial Weight* Nov A venue far Fiscal Year So Far _Vanatioo (Per Cent): Fiscal Year Average* 

Production (1980-81=100) 

1994 

1994-95 

1993-94 

1993-94 1992-93 1991-92 1990-91 1989-90 1988-89 1987-8* 

General Index 100.0 251.6 

236.5 (8.7) 

217.6(4.1) 

3.0 2.3 

0.5 8.4 8.6 

8.7 

7.3 

Mining and Quarrying 

11.5 256.0 

223.8 (6.7) 

209.7 (3.1) 

2,5 0.5 

0.9 4.5 6.3 

7.9 

3.8 

Manufacturing 

77.1 242.3 

228.4 (9.2) 

2092 (3.6) 

22 2.1 

3.0 9.1 8.6 

8.7 

7.9 

Electricity 

11.4 310.5 

304.1 (7.8) 

282.1 a .5) 

7.3 5.1 

8.5 7.8 I0.H 

9.5 

7.7 


Apr 10, Month Year 

1995-96 So Far 1994-95 

End of Fiscal Year 

Capital Market 

1995* 

Ago Ago 

Trough 

Peak Trough Peak 

1994-9.4 1991-94 

1992-93 

BSF Sensitive Index (1978-79=100) 3465 

3410 3945 3316 

3484 3233 4604 

3261 

3779 

2281 


(-12.2) 

(77.1) 



(-13.7) (65.7) 

(-46.8) 

National Index 0983-84=100) 

1688 

1633 1901 

1618 

1691 1572 2176 

1606 

1830 

1021 


(-11.5) 

(902) 



(-12.2) (79.2) 

(-48.1) 

* market* were dared from 11 to 14 April 








Foreign Trade 

Fch Cumulative for Fiscal Year So Far 1993-94 

1992-93 

1991-92 

1990-91 


1995 

1994-95 

1993-94 







Exports: R* cm* 

7240 

72929 0 7.3) 

62181 (31.0) 

69547 (29.5) 

53688 (2J.9) 

44042 (3.4.3) 

3255.3 (17.6) 

US S nut 

2306 

23248 07.3) 

19825 (20.6) 

22173 09.6) 

18537(3.8) 

17866 f-1.5) 

18143(9.1) 

Imports: K* crore 

6999 

78620(23.3) 

637*0(11.3) 

72806 04.9) 

63375 (324) 

47851 (10.8) 

43193(220) 

US S mi 

2231 

25062 (23.3) 

20335 (20) 

m 23212(6.1) 

21882 027) 19411 (-19.4) 

24073(13.2) 

Non-POL US 5 mn 

1919 

19953(31.7) 

15150 (4.5) 

*174.46(10.6) 

15782 0 23) 14047 (-222) 

1*045 (3.1) 

Balance of Trade: Rs crore 

241 

-5691 

-1599 

-3249 

-9687 

-3809 

-10640 

US San 

75 

-1814 

-510 

-1039 

-3345 

-1545 

-5930 


Mar 31. Mar 31, _Vdfalha <.*YgL 


Foretgn Exchange Rceervea 

(excluding gold) 

1995 

1994 

Month 

Ago 

1994-95 

1993-94 

1992-93 

1991-92 

1990-91 

1989-90 

1988-89 

1987-8* 

R* crore 

66028 

47626 

3510 

18402 

27430 

53*5 

10223 

-1383 

-795 

-647 

-464 

US Sam 

20816 

15176 

827 

5640 

8724 

731 

3313 

_dl> 7 
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1994 1993 


36-CMNy TWBR 09*5-100): 

(Based at FEDA1 Bates writhe brackets) 
NoouuU 

! rmi 


OfflsMMUM Berimes Rates/Rs par US * 
Mtftt/FBDA! RsieaffU per US $ 


(43.19) (44.11) (44.99) (44.94) (43J7) 49.89 64.04 75.52 7343 7942 42.19 92j01 

(64.15) (6143) (63 35) (39.15) (5643)6444 7449 74.70 7742 4446 44.73 92.13 


MoriUyAverage Anul Average K«h 

Apr 14, Marik Year Mar 31, Mu 31, 1995 1994 1994-95 1993-94 1992-93 1991-92 


25.97 2447 

30.65 


Apr 14, 
1995 

Marik 

Ago 

Year Mar 3), Mar 31, 
Ago 1995 1994 

1995 

1994 

31.37 

31.37 

31.37 

31.37 

31.37 3147 31.37 

3147 3147 3147 

3147 

3147 

3147 

31.37 



Numbers 


1134 1476 1520 950 666 1062 7*5 692 2*9 194 


1994 1993 

(up to Dec) 


R/c Orare 
US S utHtioe 

i 


Foreign AM (lb < 


1994-95 1993-94 


Actual Plow oT PDI 


1990 1994 1993 1992 1991 

(up to Dec) 


1994-9$ 1993-94 1992-93 1991-92 1990-91 19*9 90 1944-49 19*7-44 

(Actuals) 


Net Aid Recctpu 

1053 « 

Net Aid Inflow 

-1314 -1< 


923 

4279 

6175 

6159 

53 

m 

695 

118 

2124 

2188*" 

IS 

£ 


5421 

3181 

2595 

2460 

2717 

1347 

1101 

1218 


Tourist Arrivals (000) 

Farsiga Exchange Earnings: (Rs crore) 

'. (US 3 million) 


Bullion 


1993-94 1992-93 1991-92 1990-91 1949-90 1984-49 1947-84 19*6-47 


(10.4) (-4.6) 

3314 2444 

(35.4) (2.4) 

1356 1362 

(-0.4) (-5.0) 


1765.0 1619.3 15135 

(9.0) (7.0) (M) 

2386 2054 1856 

(16.2) (10.7) (15.5) 

1433 1418 1431 

(1-1) (-0-9) (9.3) 


Bari— Prices 

Apr 15. 
1995 

Month 

Ago 

Year 

Ago 

March 

1995 

March 

1994 

Much 

1993 

March 

1992 

Match 

1991 

Match 

1990 

March 

1989 

u u-■ 

MMta 

1944 

Bombay OoM (Ks/lOgm) 

4835 

4670 

4629 

4680 

4611 

4042 

4443 

3440 

3140 

3140 

3140 

Load— OoM (VO») 

389.00 

383.00 

377.90 

386.70 

38745 

330.34 

344.64 

363.39 

393.66 

390.27 

443.49 

Spread over Loudoa (Per Ceat) 

23.1 

20.9 

214 

20.0 

18.0 

21.9 

36.1 

53.4 

44.4 

61.3 

696 

Bombay Silver (Rs/Kg) 

6842 

6231 

7100 

6335 

7159 

5492 

4050 

6663 

6464 

6755 

6136 

Lnadoa Silver (SA>z) 

5.25 

4.63 

5.29 

5.18 

5.64 

3.63 

4.50 

3.97 

ixn 

?.79 

661 

Spread over Loudoa (Per CeaU 

29.8 

33.6 

33.1 

214 

25.9 

49.1 

44.9 

171.4 

1313 

133.9 

129.4 


1994 

1993 

1993 

1993 

1993 

1993 

1992 

1991 

1990 

1989 

1988 

(Official/ Cl—dost me: Toeaes) 

(Prov) 

Total 

Q. 

u, 

y, 

Q, 






OoM 

276 

221 

50 

34 

44 

85 

260 

150 

170 

173 

135 

Silver 

2802 

3575 

1052 

442 

875 

406 

1750 

1360 

1300 

650 

250 


Trade balance 
UvWMaa (ast) 
lavearawat tnooc 

PVtMMte 
Cub— i easterns 

Csprial inrouuttora 
OriMrO—w• 
Reserve nee (mhsus 


1993-94 

1992-93 

1991-92 

1990-91 

19*9-90 

1944-49 

1947-48 

1946-47 

1945-46 

22700 

14469 

>4266 

14477 

16955 

14257 

10420 

12646 

9463 

23985 

23237 

21064 

2791S 

24411 

23611 

19416 

17740 

17291 

-1245 

-4364 

-2794 

-9437 

-7456 

-9361 

-7170 

-7330 

-7*35 

970 

842 

1620 

-242 

616 

1364 

2317 

275* 

2967 

-4002 

-3423 

-3130 

-3752 

-292* 

-1711 

-1337 

-974 

-776 

* 3425 

2774 

3743 

2069 

22*1 

2653 

2694 

2329 

2105 

-315 

-3526 

-1174 

-96*0 

-6*41 

-7997 

-4453 

-4563 

-4*4$ 

9113 

4254 

4754 

4402 

6100 

*997 

4116 

3990 

42*7 

2144 

-243 

271 

2314 

93* 

’ 1442 

-731 

-101 

474 

-4464 

-72* 

-3576 

127* 

740 

1001 

734 

573 

577 


—ttarron aadourisrioua. Par As year 1992-93,4 also kuctude* com a»4 
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COMPANIES 


Capacity Expansion 

KANPUR-bwcd Lohia Machine* (LML). 
manufacturer of the Vespa brand of 
scooters, has come out of the red. For the 
past two years the company was in loss, 
resulting from the recession in the economy. 
In 1993-94, sales rose by Rs 62.72 crore, 
operating profit by Rs 27.95 crore and net 
profit by Rs 32.47 crore. Depreciation and 
interest charges were up by Rs 23 lakh and 
Rs 3.43 crore. This was offset by increase 
in other income and non-operating profit. 
Imports were up by 55 per cent, while 
exports fell by 3 per cent. 

The company is a joint venture between 
the Singhanias and the Italian auto giant, 
Piaggio. The company has major expan¬ 
sion plans whereby the capacity of its 
current single product, the Vespa 150 cc 
scooter, would be increased 'in two 
stages to 2,40,000 from 1.70,000 by 1995 
and then to 3,60,000 by the end of 1996, 
The company plans to tap the export 
market through the dealership network of 
its collaborator, Piaggio, which implies 
that LML would not take up direct 
marketing and Piaggio would buy back the 
product for the export market and 
market it. In the domestic market, the 
company’s market share rose from 7 per 
cent to 21 per cent. The company is to 
increase its range of vehicles with 10 new 


rose by 14 percentage points. Earning per 
share rose by Rs 7 in the year. 

PRAKASH INDUSTRIES 

Export Awards 

Prakash Industries, with units in Uttar 
Aadesb, Madhya Pradesh, Punjab and Orissa, 
is in the PVC pipes, picture tubes, video 
magnetic tapes and sponge iron industries. 
It declared a dividend of 27 per cent for the 
year. Sales were up by Rs 94.5 crore, 
operating profit by Rs 17.86 crore and PAT 
by Rs 10.19 crore. Depreciation was up by 
Rs 30 lakh, and interest charges by Rs 8.80 
crore. Though other income fell by Rs 1 
lakh, non-operating surplus was up by Rs 1.93 
crore. Both exports and imports were lower. 
Imported raw materials accounted for 37 per 
cent of total raw materials used. 

Quality control, better product mix and 
marketing efforts helped the company's 
picture tube division achieve impressive 
growth. The division's turnover grew by 29 
per centovcr the previous year. To capitalise 
on the upward trend in the TV picture tube 
market, the division commissioned its TV 
picture tube plant at Pithampura. Thedivision 
was awarded ISO9002for excellence of the 
quality of its picture tube. This has given 
the product acompctitive edge in the market 
The PVC pipe division maintained its 
position as the largest manufacturer of PVC 
pipes in northern India. It executed deemed 


Tamil Nadu. The total generation capacity 
is to be increased to 40 MW. The oompany 
is alio planning to undertake a forward 
integration project for manufacture of 
atainieaa (tool and act up hot rolling facilities 

SHAW WALLACE 

Diversification Plans 

Shaw Wallace and Company, the Rs 600 
crore liquor giant, has declared a dividend 
of 45 per cent for 1993-94. Net sales 
were up by 40 per cent (Rs 160.26 crore). 
operating profits by 76 per cent (Rs 28.26 
crore) and net profit by 280 per cent 
(Rs 40.03 crore). A rise of 160 per cent 
(Ra 28.17 crore) in other income and 
Ra 6.03 crore in non-operating surplus 
coupled with nil taxation and a decline of 
83 per cent in interest charges helped in 
keeping the margins high.lExpoftK increased 
by 73 per cent * 

The agricultural inputs division recorded 
the highest profit in the year. The basic 
manufacturing capacity at the Haldii 
factory waa fully utilised. Demand for the 
insecticide Acephate has been high and to 
meet this the company plans to expand its 
capacity at Haldia. Partial decontrol of 
superphosphate fertiliser proved favourable 
and contributed substantial Jy to the 
company's margins. Modernisation of the 


models to be introduced in the next three 
years. 

Piaggio is to transfer the technology for 
the new product line. The company 
proposes to introduce robotics and 
computer- aided manufacturing in the new 
plant for the expanded capacity of6,00.000 
scooters. The company has decided to 
concentrate on the scooter market and has 
dropped its plans to take up three-wheelers 
and other products. 

The two collaborators, who hold around 
25 percent each of the equity, have decided 
to raise their stakes. And with a view to 
part-finance the expansion project, the 
company plans to make aright-cum-public 
issue. 

The debt-equity ratio fluctuated at* 1,500 
per cent in 1991-92, 8.T95 per cent in 
1992-93 and 90 percent in 1993-94. Short¬ 
term bank borrowing declined to 35 per 
cent in 1993-94 from 54 per cent in 
1992-93. Turnover ratios have increased 
in the past three years. While raw material* 
consumed to value of production declined 
in the same period, return on investment 


export orders for the West Bengal and Bihar I 
governments. Its turnover was higher by 40 ( 
per cent. The video tape division baa been * 
concentrating on exports and is exporting ' 
to UK. US and east Asia. The division was' 
awarded the ELC IN A certificate of merit for 
its export performance in 1992-93. A shield i 
has also been awarded for export performance ! 
by the Export Promotion Council. The ; 
division is also catering to the demand of [ 
video tapes in the domestic market. The 
1,50,000tpa sponge iron project at Champa, ! 
in Madhya Pradesh, was commissioned and ; 
operations have commenced. The plant, 1 
based on SL/RN technology of Lurgi of 
Germany, has achieved 92 per cent . 
metallisation and is operating at over 100 ; 
per cent capacity utilisation. The power t 
generation plant is doing well. Mining and 
iron ore crushing were also ^periling at 
optimum capacity. The company has 
commissioned a steel melting funuK* during 
the year. 

The company plans tocnier the wind power 
sector. It has installed 40 wind miBs 
each of 250 KW capacity at Mappeodal in 
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LML Prate* Stew United tedataten 

Financial Indicator* _ _ _ ladoririas 1 WaBnct Wgmteroaa atetei 

March March March HansE March March March March June June 

1994 1993 1994 1993 1994 1993 1994 1993 1994 1993 


lacame/a p p r epr la fiona 

1 Net sales 

2 Value of production 

3 Other Income 

4 Total income 

5 Raw meteriala/slore* and spare * 
consumed 

6 Other manufacturing expenses 

7 Remuneration to employees 

8 Other expenses 

9 Operating profit 

10 Interest 

11 Grom profit 

12 Depreciation 

13 Profit before tax 

14 Tax prevision 
13 Profit after tax 

16 Dividends 

17 Retained profit 
LiabUWeafaaaeto 

18 Paid-up capital 

19 Reserves and surplus 

20 Long term loans 

21 Shoil tern loans 

22 Of which hank borrowings 
13 Gross fixed assets 

24 Accumulated depreciation 

23 Inventories 

26 Total asaets/liabiliues 
NUsccUjumous items 

27 Excise duty 

28 Gross value added 

29 Total foreign exchange income 

30 Total foreign exchange outgo 

Key financial and performance ratios 

31 Turnover ratio (sales to total assets) [%) 

32 Sales to total net assets (%) 

33 Gross value added to gross fixed 
assets (%) 

34 Return on investment (gross profit 
to total assets) (9b) 

3$ Gross profit to sales (gross margin) (%> 

36 Operating profit to sales (%) 

37 Profit before lax to sales (%) 

38 Tax provision to profit before tax (%) 

39 Profit after tax to net worth 
(return on equity) (9t) 

40 Dividend («) 

41 Earning per share (Rs) 

42 Book value per share (Rs) 

| 43 P/E ratio (baaed on latest and 
corresponding last year's price) 

44 Debt-equity ratio (adjusted for 
revaluation) (%) 

43 Shott torn bank borrowings to 
inventories {%) 

46 Sundry creditors to arodry debtors {%) 

47 Total remuneration to employees 
to gross valor added (%) 

: 4* Total rema a er a ti on to employees 
to value of production (4b) 

49 Gross fixed assets formation (%) 

30 Growth in invnaioriet(%) 


27672 

20800 

22047 

12597 

56049 

28290 

20463 

22479 

12098 

56454 

992 

859 

54 

55 

4572 

29282 

21322 

22533 

12153 

61026 

17753 

13489 

12137 

7513 

39975 

926 

743 

4532 

1278 

304 

1892 

1477 

467 

317 

2351 

3248 

2945 

1470 

854 

11874 

5463 

2668 

3927 

2191 

6522 

2075 

1732 

1870 

990 

153 

3706 

436 

2250 

1200 

6911 

1066 

1043 

274 

244 

1480 

2640 

-607 

1975 

956 

5431 

0 

0 

0 

0 

0 

2640 

-607 

1975 

956 

5431 

0 

0 

652 

380 

1073 

2640 

-607 

1323 

576 

4358 

4135 

3842 

2627 

1817 

2386 

1448 

-3720 

7048 

4217 

14646 

5027 

9998 

18336 

12923 

2455 

5491 

5438 

3292 

7136 

11725 

2087 

2308 

2986 

2632 

5005 

14606 

13979 

28333 

21939 

12511 

8504 

7441 

2233 

1985 

3358 

5843 

4262 

3627 

3038 

3539 

24179 

22663 

36106 

29195 

46387 

6967 

5146 

1214 

396 

3328 

7724 

3065 

5118 

2617 

9685 

941 

973 

1063 

1233 

1474 

3124 

2325 

4155 

4807 

1055 

114.4 

91.8 

61.1 

43.1 

120.8 

171.9 

133.7 

70.4 

48.3 

179.6 

52.9 

21.9 

18.1 

11.9 

77.4 

15.3 

1.9 

6.2 

4.1 

14.9 

13.4 

2.1 

10.2 

9.5 

113 

19.7 

12.8 

17.8 

17.4 

11.6 

9.5 

-2.9 

9.0 

7.6 

9.7 

0.0 

0.0 

0.0 

0.0 

0.0 

47.3 

-497.5 

20.4 

15.8 

31.9 

0.00 

0.00 

27.00 

25.00 

45.00 

6.38 

-1.58 

7.52 

5.26 

2176 

13.5 

<H3 

36.8 

33.2 

44.0 

21.3 

-53.8 

24.9 

8.4 

4.8 

90.0 

8195.1 

189.5 

214.2 

23.4 

35.7 

54 2 

82-3 

86.6 

141.4 

275.7 

201.7 

133.* 

65.1 

126.9 

24.5 

412 

9.1 

111 

24.3 

6.7 

7.2 

2.1 

16 

4.2 

4.S 

1.6 

29.1 

113.7 

-38.9 

37.10 

7.37 

19.39 

-1.87 

30.64 


40023 

21460 

16083 

15694 

14592 

40588 

24617 

17034 

15381 

14910 

1755 

412 

311 

355 

372 

42343 

25029 

17345 

15736 

15282 

28816 

12166 

7416 

7408 

7931 

297 

3854 

2976 

1259 

1111 

2153 

923 

631 

839 

678 

7381 

3198 

2254 

3339 

3066 

3696 

4888 

4068 

2891 

2496 

909 

1378 

805 

923 

911 

2726 

3597 

3425 

1962 

1575 

263 

524 

307 

957 

800 

2463 

3073 

3118 

1005 

775 

1035 

51 

500 

60 

225 

1428 

3022 

2618 

945 

550 

835 

474 

355 

115 

102 

593 

2548 

2263 

830 

448 

2386 

1225 

710 

462 

460 

10432 

27123 

4060 

4639 

3803 

2922 

6468 

2867 

6258 

4871 

3097 

3126 

5376 

2123 

2174 

2728 

1575 

3689 

504 

1971 

10032 

13440 

7555 

13653 

10814 

1806 

1559 

1034 

4587 

3687 

2709 

7291 

3584 

2784 

3133 

29486 

42156 

17075 

15769 

13144 

2762 

0 

0 

0 

0 

5815 

5940 

5054 

3736 

3163 

1006 

5086 

3959 

3547 

3052 

99 

4183 

1658 

9)2 

914 

135.7 

50.9 

94.2 

99.5 

111.0 

212.5 

56.6 

123.6 

116.4 

129.0 

58.0 

44.2 

66.9 

27.4 

29.2 

9.2 

8.5 

-’0.1 

114 

110 

6.8 

16.8 

21.3 

115 

10.8 

9.2 

218 

25.3 

18.4 

17.1 

6.2 

14.3 

19.4 

6.4 

5.3 

42.0 

1.7 

16.0 

6.0 

29.0 

11.1 

10.7 

54.9 

18.5 

119 

45.00 

50.00 

50.00 

25.00 

25.00 

5.98 

24.67 

36.87 

20.45 

11.96 

53.7 

230.4 

65.5 

107.6 

89.5 

0.0 

33.2 

34.7 

18.1 

33.5 

218 

219 

61.7 

125.9 

1183 

100.7 

21.6 

1019 

18.1 

619 

123.1 

55.1 

68.5 

53.2 

48.4 

37.0 

15.5 

115 

215 

214 

5.3 

3.7 

3.7 

$.5 

4.5 

- 

79J 

118.9 

27.3 

60.2 

- 

103.43 

69.46 

-11.14 

5.03 
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a^utrx^prcxhjcUdivttion also beIpcd . Both 
soap and detergent categories achieved 
significant growth. 

The liquor business did very well for (he 
year. The company is the largest exporter 
of Indian-made foreign liquor in the country. 
Despite decontrol of molasses, production 
at the company’s units remained satisfactory. 
Toexpand the production base in liquor, the 
company acquired a controlling interest in 
Pampas ar Distillery in Karnataka during the 
year. A separate L and C division has been 
formed to boost the growth of the wines and 
spirits business. Beer being a growth area, 
the company made investments to increase 
production capacity of the division. The 
company acquired a controlling interest in 
Central Distilleries and Breweries in Uttar 
Pradesh and East Coast Breweries and 
Distilleries in Orissa. 

Andaman Plantations and Development 
Corporation, Detergents India, Maharashtra 
Distilleries, Shaw Wallace Gelatine*. Shaw 
Wallace and Hedges Group in Sri Lanka are 
the company’s subsidiaries which have 
registered good results, while Sbaw W allace 
and Company, Indian East Company. Sica 
Breweries, SKOL Breweries and Cruick- 
ebank and Company did not do well because 
of stiff competition, sluggish market and 
recessionary conditions. The Calcutta 
Chemical Company is being revived with 
the plant being modernised and with 
capacities being expanded. 

The company’s diversification plan 
include entering into areas of travel and 
tourism, real estate, consumer electronics 
and financial services. 

UNITED PHOSPHOROUS 

New Projects 

United Phosphorous t* the only manufacturer 
ofeomptexorganaphosphate pesticides from 
rock phosphate in the world. White 
phosphorous and phosphorous compounds 
are primarily used in the manufacture of 
pesticides. The company is a major supplier . 
toother firms in the pesticides market half I 
of the Indian pesticides market being j 
phosphorous based, the company has cost 
advantages over its competitors since it is j 
an integrated producer. j 

Net sales were up by 33 per cent, operating 
profits by 20 per cent and net profit by 15 
per cent A 32 per cent rise in other income 
and an 89 per cent fall in taxation was offset 
by a rise in depreciation by 70 per cent, 7! 
per cent in interest charges and a46per cent 
fsB in non-operating surplus. Debt-equity 
ratio fluctuated at 49 per cent in 1991-92, 
60 per cent in 1992-93 and 22 per cent in 
1993-94. Short-term bank bo r ro w i ngs feu 
drastically by 12 perce nt age points in the 


year. Return on investment fell by 3 
percentage points in 1992-93and by a tether 
12 percentage points in 1993-94. Earning 
per sharefell from Rs 39 in 1991-92 to Rs 
36 in 1992-93 and Rs 24 in 1993-94. 

The company made a rights issue of 17 
per cent PCD* of Rs 200 each in the ratio 
of 1:2.1t also mfde a S 55 million euro issue 
ofGDRs. Consequently the share capital has 
increased to Rs 1,225lakh. At the Ankteshwar 
unit, a plant was installed for the manu¬ 
facture of pbosphamidoo and DDVP with 
a capacity of 14X10 tpa. These were added 
to the existing range of pe st icides. A new 
pesticide plant for manufacture of various 
agrochemicals was set up at Ankleshwar. 
nans to set up more plants for manufacture 
of various chemical intermediates and 
pesticides are being considered. At the Vapi 
unit the company successfully completed a 
plant for metapbenaxy benztkiehyde. This 
intermediate it used by the company for 
manufacture of fen ve Irate and this is a 
backward integration project. The company 
has also undertaken a project for the 
manufacture of anew pesticide and herbicide 
which has a high export potential. 

An expenditure of Rs 85 lakh was incurred 
by the company in 1993-94 on R and D 
activities. In-house development of 
technology and new intermediates were the 
key areas of activity. 

SUDARSHAN CHEMICALS 

Bright Prospects 

Sudarshan Chemicals isaMaharashtra-baaed 
company manufactures inorganic pigments, 
organic pigments, dyestuffs, intermediate* 
and pesticides. The company has two 
manufacturing units at Pune and Roha. In 
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1993-94'net sales sMareupby 
operating profit Iq'15 parcantandnat profit 
by 71 per cent Fall in other income md non¬ 
operating profit and in crease in interact 
charges and depredation were offeat by a 
substantial fall in taxation. Exports were 
higher by 16 per oenLwbife imports iucreaecd 
only by 5 per cent A dividend of 25 per 
cent was declared for foe year.' 

Earning per share was up flam Rs 11 in 
1992-93 to Rs 20 in 1993-94. Return on 
investment fell by 8 percentage points in 

1992- 93 and rose by } percentage point in 

1993- 94. Consumption of raw materials was 
lower by 6 percentage points. Short-term 
bank borrowings fluctuated at 54 per cent 
in 1991-92,6 percent in 1992-93 and 18 
percent in 1993-94. Sales to total assets and 
tales to gross fixed assets have fallen in the 
past three yean. Inventories to sales also fell 
during this period. 

The company’s project at Mahad was 
completed and commercial production of 
organic pigments commenced. A major 
portion erf the production i* to be exported 

The pigment husincss picked up well in 
the domestic market Sales of pesticides 
stagnated due to defcient and erratic rainfall 
in the southern parts of the country. With 
foe increasing demand for the company’s 
pigments and with pesticides demand also 
increasing, the company expects to do well. 

An expenditure of Rs 13.17 millioo was 
incurred on research and development 
activities in 1993-94. Improvement in the 
quality of existing pigment* and development 
of new pigments, modifications in the 
existing pigments for meeting customers' 
requirement, development of newer grades 
of Pearl Pigments pod process improvisations 
were some ofthc activities undertaken m the 
year. 
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BIHAR 

Elections with a Difference 

niakD Gqpta 


What decisively tilted the balance in favour of the Janata Dal and Us 
allies in the assembly elections in Bihar was the overwhelming support 
of the rural poor. This support is not easy to explain considering that 
the Lcdoo Prasad government had done little in its five-year term to 
ameliorate the condition of the poor in the Bihar countryside. At the 
same time, while die vast majority of the poor Biharis who backed the 
Dal belong to the subordinated castes among the Hindus and Muslims, 
polarisation along economic lines is taking place among the electorate. 


BIHAR continues to be an enigma to the 
test of India. While governing parties in all 
other major states that went to polls in the 
recent months tested defeat, in Bihar the 
ruling Janata Dal and its left electoral allies 
scored a stunning victory over its rivals. 

The extent of the Dal's success in Bihar 
has indeed exceeded even the expectations 
of most of its leaders except chief minister 
Laioo Prasad Yadav. All along during the 
poll campaign. Yadav was insisting that his 
patty and its poll partners would get a two- 
thirds majority. Eventually, the telly of the 
Dal and its allies fell only just a little short 
of the chief minister's projection. 

The major opposition party in the last 
assembly, the Congress, has been decimated. 
The party, which had 71 members in the 
previous legislature, now has only 2K 
representatives in the new assembly. Mine 
pertinently, it now has a notable presence 
in the Jharkhand region alone. This region 
has sent half of the Congress ML As to the 
j new house. The BJP. the other major 

I contender for power in the stale, fared only 
(shadebetter. While the party was victorious 
in 39 constituencies in the 1990 elections, 
h won one scat more this time. It is. however, 
noteworthy that, following the Karnataka 
| example, the BJPhax replaced the Congress 
• as the main opposition party in the Bihar 
legislature. 

A closer perusal of the election results 
reveals that the BJP has done well in two 
specific regions. One. it ha* been able to 
retain its position in the Jharkhand region 
from where more than half of the 40 Ml As 
°fthe party havebecn elected. Secondly .the 
Hindutva forces have scored important 
victories in the north-east ex treme of Bihar 
bordering Wait Bengal and Bangladesh. 
Evidently, playing up the Bangladeshi 
wfihratori issue baa yielded electoral 

divideasli for the party. Besides, the BJPbas 


also captured most of the major urban 
constituencies in the state including all the 
three Patna seals at stake. 

As for the countryside of mainland Bihar, 
the BJP suffered a number of setbacks in 
central Bihar as well as in the north Bihar 
plains. Nevertheless, it would be imprudent 
to belittle the limited success achieved by 
BJP. Even in rural constituencies where the 
party Inst to the Dal and its allies, usually 
by big margins, it has in many instances 
overtaken the Congress to emerge as the 
mam challenger. 

The announcement of the results of the 
elections in Qujarat and Maharashtra even 
as the elect ions in B ibar were going on might 
have helped to improve ibeBJP’s prospects, 
particularly in some urban area*. But more 
fundamentally, the collapse of the oldest 
national party across the country has created 
sufficient space for the paity at the right end 
of the political spectrum. In regions bordering 
Bangladesh and m the urban constituencies 
with a record of communal clashes, the BJP 
has received a favourable response for its 
saffron politics. Bui in rest of Bihar, the 
party seem* to have made an initial 
breakthrough '^articulating the worries and 
anger of the upper caste rural propertied 
classes striving desperately to defend the old 
and weakening semi-feudal order. 

The new-bom Sam ate Party, the brainchild 
of George Fernandes, had boen hailed, at the 
start of the poll campaign by a section of 
the media as the most potent challenger to 
the ruling Janata Dal. But the paity turned 
out to be a complete flop. Essentially 
conceived as another backward-minority 
coalition minus the Yadavas and led by a 
section of Kurtni and Koiri neo-rich, the 
Sam ata Party hoped to rope in a substantial 
section of upper caste voters by projecting 
a moderate kind of backward politics. In the 
final count, the party stood ne ith er here nor 
there. The backward castes, including even 
a section of Kurais and Koines, became 


suspicions of the party’s hobnobbing with 
the upper caste rural gentry. The forward 
castes, on the other hand, did not trust this 
new backward coalition and chose to bwdc 
the traditional upper caste-domina l ed parties 
like the Congress and the BJP. 

As the major left party in the stele, the 
CPI, and its junior partner in Bihar, the 
CP1(M), allied with the Janata Dal, the left- 
wing challenge to the ruling party came from 
the CPI(M-L) group led by Vinod Mithra. 
The CPI(M-L)’s alliance with the Samau 
Party, a more rightwing formation in terms 
of its social base compared to the Bihar 
Janata Dal, however, failed to click. The 
party, while losing all but one of the seats 
it bold in the last assembly, won in five 
new constituencies to keep its scorecard 
intact Significantly, for the first rime the 
CPI(M-L) group bugged two seats in the 
north Bihar plains in the face of apro-Laloo 
Prasad wave to indicate the growing spread 
of the agrarian movement beyond die 
traditional Naxalhe strongholds of smith 
and central Bihar. 

The CPI(M-L) group has reason to be 
satisfied with its electoral show, though its 
performance fell far below its somewhat 
ex aggerated expectations. Among allpartiei. 
the CPl(M-L) had to face the maximum 
hostility from an administration organically 
connected with the big landowners. 
Additionally it had to face a situation where 
a substantial section of the toiling rural 
masses, who have been mobilised by die 
party in agrarian straggles, opted for the 
Janata Dal at election time. Further, the 
CPI(M-L) fought the elections solely oo its 
own strength, compared toCPI and CPI(M) 
Given these circumstances, it may be said 
(hat the party did fairly weD in a rather 
difficult situation. 

Having said thr it needs to be pointed 
out that iu unprincipled attempts to forge 
an alliance with a patently right-wing 
formation, though with socialist pretensions, 
articulating the aspirations of non-Yadav 
landed interests, smacks of a kind political 
opportunism so commonly witnessed m the 
Indian communist movement in die past. 
Besides, in its anxiety to defame aa>d doth r om 
the Janata DaL the CPt(M-L) group along 
with other opposition parties became to an 
extent tacit supporters of, if not willing 
collaborators in, the arbitrary and biased acts 
of tte chief election commissioner in Biter. 

n 

What could be the reasons for the 
convincing victory of the Dal and its life* 
in spite of the poor record of governance of 
the Latoo Prasad regime The opposition has 
predictably alleged that m asri repofl rigging 
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by the ruling party in connivance with the 
officials lies behind Yadav's poll success. 
Unfortunately for the adversaries of tbeBibar 
chief minister, this line of thinking has few 
buyers even within the national leaderships 
of these vanquished parties. It is. of course, 
aquite legitimate opposition tactic to attempt 
to gain maximum political mileage by 
focusing on the real or imaginary poll 
malpractices of the ruling party. But it may 
make the opposition even more vulnerable 
if these parties fail to grasp the true meaning 
of the people’s mandate in Bihar and start 
believing in their own propaganda. 

An apparently more rational explanations 
would attribute the Dal's landslide victory 
to the Muslim-Yadav (M-Y) card played to 
perfection by the chief minister. Though the 
bulk of Muslims and Yadavs did vote for 
the Janata Dal, this too cannot fully explain 
Dal's victory, if only because these two 
categories taken together constitute less 
than 25 per cent of the state’s population. 
Moreover, it had became evident in the last 
one year that the Muslim vote bank was 
becoming less willing to honour all the 
cheques issued by Laloo Prasad Yadav. 
The fact that five Da) ministers lost the 
elections in the Pumea- Kishangunj region 
having the highest Muslim concentration 
in the state confirms this. As for Yadav's 
easternen. they were also not that united 
behind the Janata Dal as during the 1990 
polls. In this connection, it is instructive 
to note that a significant number of Yadav 
candidates, cashing in on their caste 
brethren’s support, have won the recent 
polls also as BJP, Congress and independent 
nominees. 

.What seems to have decisively tilted the 
balance in favour of Dal and itx allies is 
the overwhelming support of the rural poor 
extended to them. It is indeed difficult to 
explain this support considering that the 
Laloo Prasad regime has done precious 
little during the last five years to even 
partially ameliorate the sufferings of the 
underdogs in Bihar countryside. The land 
reform measures crucial for the upliftment 
of propcrtyless classes were neither 
attempted to be carried out earlier nor were 
they promised in the Dal's manifesto for 
the recent poll. The'slips hod and corrupt 
state administration also ensured that the 
bulk of poverty alleviation funds continue 
to be pocketed by various vested interests. 

The answer to this riddle may be found 
partly in Laloo Prasad Yadav’s projection 
of himself as a man rising from humble 
origins who could he identified by the 
common masses as one among themselves. 
An able communicator with some mastery 
over folk language, the Bihar chief minister 
has in fact relentlessly sought to establish 
his pro-poor c re den tia ls in hundreds of mass 
meetings across the state in the hat few 
years. And the people, oppressed by a 


suffocating semi-feudal otderdaminated by 
and large by men of superior pedigree, have 
for the moment come to trust this man who 
spit venom against the upper caste landed 
gentry, though without implementing any 
land redistribution programme. 

That this ‘garib’ rhetoric of Laloo Prasad 
Yadav is mostly an eyewash and that be 
essentially remains a shrewd representative 
of the neo-rich among the backward castes 
are besides the point. What was electorally 
significant is that the toiling masses in the 
Bihar villages for the time being accepted 
this man as a messiab of the poor and voted 
for him. Hven more revealing was the 
animosity of the upper caste rural gentry 
towards the chief minister, who was accused 
of destroying the social peace that had 
presumably prevailed in Bihari society. 

Nevertheless, it would be preposterous 
to suggest that clever propaganda alone 
could win over the rural masses to the Dai's 
side. Admittedly, no tangible economic 
gain has accrued to the rural poor under 
the Janata Dal dispensation. But change 
has come about during the last five years 
in a large number of Bihar villages in the 
shape of increased human dignity for the 
rural underclass. Unnerved by the garib 
rhetoric of the chief minister, the landed' 
gentry has been farced to give up practising 
some of the more naked forms of semi- 
feudal oppression. And the resultant sense 
of acquired ‘ijjat* felt by the poor inspired 
them to throw their weight behind the chief 
minister. 

It may well be argued that the grossest 
manifestations of the semi-fcudal abuses 
were, in any case, already on (he wane because 
of the slow but sure growth of capitalist 
relations in agriculture even in backward 
Bihar. One can legitimately also point out 
that the agrarian movements led by the far 
left in particular have gone a long way u> 
render some prestige to the dispossessed 
classes. Yet it remains a fact that beyond the 
pockets of left influence in the state, popular 
perception has given Laloo Prasad Yadav 
the credit for giving voice to the long- 
suppressed silent majority. 

Looking back, it can be noted that faced 
with a fracture in the backward castes 
coalition and diminished returns from the 
Mandat card, Laloo Prasad and his Dal 
changed gears quite some time back to 
prop up the rural poor plank. The desertion 
of the Kurmi-Koiri elite from the Janata 
Dal camp and the formation of the Samata 
Party revealed a split in the backward 
alliance. And with the vinyl embargo on 
fresh government employment in a bankrupt 
state like Bihar, the reservation issue was 
obvious-lylosingitsshine. No wonder, the 
spectacular Patna rally organised by the 
Pal in last October wu christened the garib 
rally to send the appropriate signal* across 
the state. 


iWthevastzn^orityofpooi'Blhariawho 

have backed the Dal and its partners also 
belong to the subordinated castes among 
Hindus and Muslima in, of course, a fact. 
But that does not take away from the 
polarisation along economic tinea that is 
increasingly taking place among the 
electorate. Significantly. Bihari Muslims of 
superior pedigree - the Sheika, Saids and 
Path ant-are showing growing disinclination 
to back the Janata Dal. The landed gentry 
among them are annoyed with the chief 
minister for the government’a allegedly soft 
attitude towards the agrarian movements 
being waged in the state. Besides, these 
sections as well as the backward elite arc 
also feeling somewhat shaken by the garib 
rhetoric let loose by their very own political 
representative, Laloo Prasad Yadav. On the 
other hand, the poorer sections of the 
Muslims - the weavers, butchers and other 
artisan groups - as well as those of the 
backward and scheduled castes are with the 
Dal at this point of time. 

The support of the rural poor to the Dal. 
ironically, jias also eroded the support base 
of its left allies, the CPI and the CPl(Ml. 
though the CPI, the bigger among the two 
established left parties, has increased its 
tally of scats, benefiting from the pro- Laloo 
Prasad current The CPI(M), however, could 
not iqtprove itx position in the new assembly, 
in spite of the favourable situation. And that 
should be acauxeof concern for the CPI(M)'x 
national leadership striving unsuccessfully 
to make inroads into tbe Hindi belt since th: 
Salkig Plenum of 1978. What should in 
particular be worrisome for both the CPI and 
CP1(M) in Bihar is that their proletarian 
organisations are becoming more and more 
dependent on a bourgeois party with every 
passing election. 

Rural poor support to the Dal apart, the i 
opposition parties' strategy of concentrating 
their fire against the chief minister ideally 
suited the game plan of a man who ranks 
high in image-building and low in 1 
performance. The targeting of an individual 
as the principal enemy was in a way also 
a grudging recognition on their pari of (Ik 
pre-eminent role of Laloo Prasad Yadav in 
Bihar politics. 

A number of consequences followed from 
such a strategy. For one, the voters looked 
around to sec whether a more cbari*m«ts 
leader than Laloo Prasad Yadav was on the 
horizon. They found none. Secondly, d 
robbed tbe opposition parties of their distinct 
colour and all of them got clubbed together 
in the public jnind as just ‘ anti-Laloo fortf* 
And above all, it allowed tbe chief minion 
to distract the voter’s attention from crua* 1 
issues and turn the election inlosrefereiHlum 
far judging his personal popularity. In * n 7 
case, it was interesting to note bow tbe nil** 
of the Indian electoral game have change* 

wi th the continue us dec line of tb* Congre** 
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as a national patty. Noawre does one bean 
any ulk of nan-Coagrcaetam. Instead, the 
electoral tactic* in vogue these days is to 
^solidate anti-BJP vote* in one state and 
a nti-JinaU Dal vote* in another. 

in 

It was not that the anti-establishment mood 
of the electorate, witnessed in the other 
states going to polls, was not visible in 
Bibar. But three qua]fkalions require to be 
made to bring out the peculiar nature of the 
anti-establishment trend among the Bihari 
voters. First, this trend assumed an anti- 
sitting MLA undercurrent, cutting across 
party barriers. Secondly, the trend was more 
conspicuous among the comparatively vocal 
and well-off sections of the electorate. 
Thirdly, the resentment against ministers 
and sitting MLAs was mainly related to their 
fai lute to bring development projects to their 
respective constituencies. 

Before wc probe a little deeper into the 
anti-sitting MLA (rend, it may he useful 
to record that theelection results did confirm 
the prevalence of such a (rend in Bihar. A 
rough calculation shows that in the 307 
seats for which results have heen declared 
so far around 170 sitting MLAs have been 
defeated. All (he major contesting parties 
were affected by this trenJ. to a lesser or 
greater degree. 

So far as the Dal and its allies arc 
concerned, the pro-l^iioo Prasad current 
ami mg the poorer sections to a great extent 
neutralised the anti-establishment trend. 
Nonetheless, the Dal and its partners could 
not altogether escape its impact. Thus. 14 
ministers of Prasad’s previous cabinet 
lost the elections. The CPI. while winning 
a number of new seat*, also failed to retain 
many of its strongholds and the former 
leader of its legislature wing was apumg 
those defeated. 

In the case of opposition parties against 
whom the pro-Laloo Prasad current and the 
anti-establishment trend got combined, the 
results were devastating for their incumbent 
legislators. The Congress was the greatest 
loser. Among 71 Congress Ml-As in the Iasi 
bHise, no more than 10 could retain tiieir 
seats As for the BJP. half its silting MLAs 
who got renomination lost the battle. And 
as wc have mentioned earlier, all hut one 
of the former MLAs of tin: CH(M-L). who 
had won the last election under the IPL 
banner, suffered defeat. 

Various explanations have been offered 
for the anti-establishment mood among the 
voter* in the recent stale assembly clecUons 
The Congress leadership insists that the 
election results rcfkct the voters' verdict on 
the performance of the stale governments 
and nothing mm needs to be read into them. 
The Left parlies, on the other hand, claim 
that the results indicate a rejection of the 


centre’s anti-people economic policies. 
The BJP has interpreted the anti-establish¬ 
ment mood as a sign ctf the urge among the 
electorate to band over (be rein* of power 
to the party. 

In Bihar’s case, it appears that the anti- 
establishment mood had a good deal to do 
with economics. The vocal sections of the 
electorate were angry with minister* and 
MLAs for their inability to keep the umpteen 
promises they bad made. If in one case it 
was their failure to open a sick state sector 
sugar mill or build promised roads, bridges 
and power and irrigation projects dial caused 
voter resentment, in another it was their 
failure to provide employment to local 
people, ensure power supply or bring funds 
to rejuvenate local cottage and small 
industries. 

It would he simplistic, however, to inter¬ 
pret the voters' wrath against ministers and 
MLAs as a rejection of the current policies 
of ‘liberalisation and globalisation’. On the 
contrary, at the present level of voter 
awareness in Bihar, it would be proper to 
recognise that the electorate was, by and 
large, opposing the immediate effecUof the 
new economic policies rather than the 
underlying causes. The electorate seemed 
hardly aware that the declining capacity of 
their elected representatives to bring 
government funds for agriculture, industry 
or infrastructural sectors had something to 
do with the policy changes effected at the 
highest levels. 

Thus we were witness to a spectacle where 
the ministers and MLAs were being held 
responsible by the voters lor non-dcvelop- 
incnt of their constituencies. Little did they 
know that large government investment in 
power or irrigation projects as well in 
agriculture and industry had become a thing 
of the past under a new economic order 
guided by WorldBank-IML wisdom. To put 
it briefly, if the Bihar experience is any 
indication, it was in a sense the play of the 
pre-liberalisation aspirations of the electo¬ 
rate in (he post -liberalisation era that wreaked 
havoc on the electoral fortunes of many 
ministers and MtAs 

(Jne is not sure why this anti-establishment 
mood was less observed among the poorest 
sections of the Bihari population, worst 
affected though they are by the steep nse 
in prices of all essential commodities. 
Possibly their emotional satisfaction in 
achieving a modicum of hum an dignity under 
the Dal dispensation offset to a great extent 
the hardships experienced by them in their 
daily lives. It m*y also be that for mahy 
among them, struggling for survival at a 
bclow-suhsistcnce level, development 
issues are not yet on the agenda. But these 
are mere conjectures and a rigorous study 
is called for. 

If the Bihar experience has any wider 
validity, it may reveal bow the cconnmic 


policy changes are disrupting the old 
patronage link* that sustained the 
conventional India) political system through 
djrtribctionof ‘development’ funds. It would 
then alto lay bare the fact that with the 
shrinkage and eventual withdrawal of state 
investment in key economic sector*, the 
elected representatives of the people who 
used to nurse their constituencies through 
patronage distribution face the threat of 
marginalisation. Whether that would open 
new vistas for another kind of people's 
representatives with a different orientation, 
of people's struggles and movements, 
remains an open question. 

IV 

Given the media treatment ofTN Sedun’s 
acts in Bihar and the depiction of the stale 
as the ’wild west of the cast’, it is useful 
to examine briefly bow free and fair were 
the Bihar polls. 

Once we agree that free and fair elec (tons' 
are at best an idealised bourgeois notion 
never realised in practice and, at wand, one 
type of ruling class deception to legitimise 
their bold over state power, the question can 
he addressed in more practical terns. In the 
context of the Indian parliamentary system, 
this issue can be tackled from various angles. 
The fairness of this election may be com pa red 
to that of earlier assembly elections in the 
state. A comparison might also be nude with 
the totally rigged election in West Bengal 
in the early 1970s. in Assam in the 19*0* 
and the even more fare ral one in Punjab 
in the 1990s. Further, the authenticity of the 
people’s verdict in Bihar may he checked 
in re! .ition to that in other elates in the recent 
past. 

On the first two counts, it can he said with 
certainty that the results of this election in 
Bihar approximate the political preferences 
of the people of the state far better than in 
the other cases referred to The incidence of 
hi'Otb-capturin,. whether violent or 
otherwise, by powerful class-caste combine*, 
was distinctly less this time. Bogus voting, 
with or without the connivance of poll 
officials, too was much less evident in the 
just-concluded Bihar polls. 

As a matter of fact, the print media in 
B ihar have declared in chorus that (he Match 
elections were unparalleled in (he state’s 
electoral history as the rural poor-specially 
the dalits and most backward castes and the 
women among them - were able for the first 
time to cast their votes in large numbers. 
Liven spokespersons of different political 
parties had initially agreed that the poll 
process had been less vitiated this (tree 
compared to the past. But as the results 
stated trickling in to indicate a thumping 
victory for the Janata Dal and its allart. 4» 
same persons changed tbek tune to accuse 
the ruling party of poll-rigging. 
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Even those who admit that the Match 
elections were relatively free and fair, 
however, jive the credit for this to the maxsive 
deployment of paramilitary force* at the 
election booth*. Leaving apart the ominous 
implication* of conducting adult suffrage at 
gun-point, such views are also not consistent 
with the Bibar reality. True, the mobilisation 
of paramilitary forces from other states for 
election duty in Bihar did help- But it is 
equally true that without the new a wakening 
and confidence among the toiling masses 
seen during the polls, no amount of policing 
would have been really effective. 

In retrospect, it may be said that the 
continuous exhortations of the Bihar chief 
ministerurging the Bihari have-nots to assert 
themselves and exercise their democratic 
rightsdidcreatea new consciousness among 
the masses. In areas of agrarian struggles, 
the new-found confidence of the rural poor 
also sprang from their actual experiences of 
struggle. Besides, the setting up of thousands 
of new palling booths by the state government 
in hamlets inhabited by the weaker sections 
further facilitated the comparatively free 
polling. The paramilitary forces, who looked 
more like an occupation army on a civilising 
mission because of their high-handedness, 
were partially successful in preventing poll 
malpractices only under these objective 
conditions. 

This is not to suggest that the Laloo Prasad 
regime did not indblgc in the usual dirty 
tricks to manipulate the poll results in favour 
of tbc ruling party. Like his predecessors, 
the Bibar chief minister also strove to depute 
loyal bureaucrats as key election officials in 
the different districts. There arc also reports 
that in some constituencies the number of 
ballots cast exceeded the total votpr strength, 
indicating poll-rigging very likely engineered 
by pro-Dal officials. There is also liulc doubt 
that the powerful among the backward castes, 
like their upper caste counterparts, organised 
bogus voting in their areas of domination 
in the ruling party's favour. 

It is beyond odr competence to judge 
whether such happenings are peculiar to 
Bibar or are an integral part of the Indian 
election system. But they have been regular 
features of Bihar elections to a far greater 
extent than was witnessed in the March 
election*. What was unique this time was 
the unusual attention paid to these aspects 
by a section of the media as well as by the 
chief election commissioner. While the 
prejudice* of the Bihar press can be partly 
explained in terms of it* caste-class 
complexion. TN Seshan's actions in Bibar 
are of too serious a Hfcture and call for a 
separate study. It may b* noted in the passing 
that Seshaa did his best to stand between 
victory and the Janata Dal in Bibar. That in 
the end be could only delay the hour of 
triumph of Laloo Prasad Yadav is another 
matter. 
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Army KBftigs in Assam 

U day o n Mlera 


Doans of youth have been killed by the army in fake encounters in 
Assam and the people have lost all faith in the eyewash enquiries 
conducted by the state administration into these killings. 


THEOuwshstl High Court has ordered the 
director-general of the Central Bureau of 
Investigation to conduct an inquiry into the 
deaths of five young men in an alleged 
encounter with the security forces in the 
Doom Dooms region of upper Assam in 
February last year. The court acting on a 
writ petition filed by an AASU leader, also 
directed that the inquiry be conducted by an 
official not below the rank of SP and that 
the report be submitted within three months 
This is the first time that the high court has 
ordered a CBI inquiry into killing* by the 
security forces in Assam. The high court 
order comes at a time when the army's 
profile in the north-east has hit a new low 
particularly after the recent shoot-out by the 
Raahtriya Rifles at Kohima which left eight 
people, including two school children, dead 
and over 20 injured. 

On February 15.1994. Rameshwar Singh, 
general manager of the Assam Frontier Tea 
Company was gunned down in his office at 
the Talap Tea Estate by suspected Ulfa 
extremists. Singh was apparently on good 
terms with the Ulfa ‘beys' and had not 
received any threats. Some, however, tried 
to link the murder with the arrest some days 
earlier of an Ulfa activist from Singh's office- 
chamber while some discussion was going 
on. Following the gunning down of the tea 
official, the security forces started rounding 
up several young men in and around the 
surrounding villages of Talap. Between 
February 17 and February 19. nine youths 
were picked up by the personnel of the 18 
Punjab Regiment. Most of them were petty 
contractors and garden suppliers and had 
come into contact with Rameshwar Singh 
at some stage or the other. Among those 
picked up was Prahin Sonowal. advisor to 
AASU’* Tinsokia unit. The others were 
Akhil Sonowal. Dehajit Biswas, Bhupcn 
Moran. Pradip Dima. Prakash Sarmah. 
Manoranjan Das. Motcswar Moran and 
Ounia Hazarika. Unable to locate the 
whereabouts of the arrested youth in the 
army camps at Dhola. Hathighuli and 
Tintukia. Pradip Dutta’* father moved a 
habeas corpus petition in the Guwahati 
High Court. The court ordered «o Fehruiry 
22 that the arrested youths he immediately 
produced before a magistrate. But. within 
24 bourn of the court order, the army 
authorities handed over the bodies of 
Prahin. Akhil. Dehajit Bhupcn and Pradip 


to the Tuuukia police, while the other four 
were let off. 

The army's version of the incident was 
that the five persona were kilted in an 
encounter which took place in the Dibru- 
Saikhowa reserve forest on the night of 
February 21 -22. It stated that a large cache 
of ammunition was recovered, but no 
weapons. Later, unable to explain the 24- 
hour delay in handing over the bodies to the 
police, an officer stated that the encounter 
occurred on the night of February 22-23. 
The police, however, had a different story. 
At first it said that the encounter took place 
at Kailia village, and later on placed it at 
Rangdoi in the Dibru-SaikbdWa reserve 
forest. Then; were few taken for the army's 
version of the encounter because of tbe tell¬ 
tale marks of torture on the bodies of tbe 
victims. The photographs carried by the 
press revealed that the five persons bad bepn 
subjected to sustained torture. 

Interestingly, the government of Assam 
declared that it had no information about 
those killed having any links with the Ulfa 
and tried to pass off the incident as just 
another army operation. Dispur ordered a 
magisterial-level inquiry into tbe incident 
and tned todistance itself from it. particularly 
in vie w of the public outrage and the blanket 
condemnation by all opposition political 
groups and organisations. The mass 
cremation of the five youths was attended 
hy thousands of people and the 36-hour 
Assam bamlh called by the All Assam 
Studentx' Union to protest against tbe killings 
evoked an unprecedented response 
throughout the state. The Sentinel, in itx 
editorial of Fchruary 25. 1994. entitled 'It 
Was Murder in Cold Blood', declared: "In 
a poignantly ironic translation of the Latin 
expression habeas corpus , only tbe dead 
hcdics were handed to the police! The one 
and the only conclusion that can he drawn 
out of this shocking episode is that the Army 
had kitted the innocent youths in cold Mood 
after subject ing them to third-degree torture'*. 
Organisations like the Manab Adhikar 
Suraksa Samili and the AASU consistently 
tried to draw the attention of national and 
international organ is at ions as well ax (hat of 
the centre bribe incident But the imwmcrehte 
incidents of violence which i>ccurrcd in the 
state in the succeeding mouths seemed to 
deflect public attention from the Uangari 
killings. 


Oiteyearleter.interectiatbetncKkmhu 
been revived both by the Guwahati High 
Conrt order and the revelation* made by an 
arretted Ulfa activist in mid-March. 
Phuleswar Mahanta alia* Birec Devi told 
the police of his involvement in the murder 
ef tea-gaideu manager Rameshwar Singh, 
thereby giving a new twist to tbe deaths in 
army custody of tbe five youths. Meanwhile, 
the chief minister declared in the state 
assembly that his government has not 
accepted tbe inquiry report submitted by the 
additional deputy commissioner. P K 
Ooswami, on tbe killings in Daagari last 
year because the findings were “not dear”. 
This report is said to have discounted (he 
army's version of the incident. Obviously, 
the chief minister did not wish to state the 
facts of tbe esse before the assembly at a 
time when he was facing ever-increasing 
criticism for the violation of human rights 
in tbe state. Tbe chief minister admitted in 
the assembly recently that there have been 
as many as 76 autodial deaths in the state, 
since tbe promulgation of TADA and that 
between January 1994 and February 1995 
21 persons had died in police custody. Tbe 
Opposition would, however, put the figure 
much higher, arvd iU leader in the assembly 
pointed out that during Hkcswar Saikia's 
tenure 11 persons had died in army custody 
and 81 (including seven policemen and an 
army jawan) had been killed m encounters. 
Anyone marginally acquainted with the 
present Assam scene knows that dozens of 
youth have been killed in fake encounters 
and that the people have lost all faith in the 
eyewash enquiries conducted by tbe state 
administration. 

Against this background, tbe high court 
ruling on the Dangari killings comes as a 
welcome relief. Tbe Guwahati High Court, 
in another order passed on tbe same date, 
held the army authorities responsible for die 
death of Manik Gogoi. an employee of Otl 
India. Duiiajan. Gogoi had been pickled up 
by the army in Guwahati on March 2.1993. 
Acting on a habeas corpus petition, the court 
ordered on April 2.1993 that Manik Gogoi 
he produced. But on April S.t993the paper* 
reported (hat Gogoi had been killed near 
Lekhapani. When the attention of the high 
court was drawn lo this, it ordered an tnqmry 
by a sessions judge. This enquiry refused 
to accept the array’* version that Gogoi had 
been kilted while trying to escape from a 
vehicle which was taking ham to Dutuqea 
from Lekhapani- Acting on the basis of tee 
enquiry report, the high court has ordered 
the defence ministry to pay Rupees two md 
a half lakh as compensation to the family 
of Manik Gogoi and aiwo >o in i ti a te me a ame a 
to punish tboee responsible for the crime 
These are indeed small mercies for aU those 
who are today at the receiving end ef an 
increasingly hostile and repre ssi ve state 
machiner y 
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Social Security for Destitute Widows 
in Ikmil Nadu 

KVEswnn Prasad 

State interventions directly addressed to the needs of widows hpve 
been very few. This article examines one such intervention, the 
pension scheme for destitute widows in Tamil Nadu. 

CONCERN about the petition of widows Gujarat and Orissa have pension schemes 
in India has neither been adequate nor for destitute widows and the physically 
satisfactory. State interventions directly handicapped: (iii) While Maharashtra has 
addressed to the needs of widows have been introduced an employment guarantee 
far too few. The impact of these has not been scheme, other states like Tamil Nadu, 
adequately analysed. This article examines Kerala. Gujarat have unemployment relief 
one such intervention aimed at extending schemes; (iv) Maternity benefits for tand- 
social security benefits, namely, the pension less agricultural labour have been intro- 
scheme for destitute widows. Our limited duced in Gujarat, Karnataka and Kerala to 
purpose is both to understand how far the compensate loss of wage due to absence 
scheme is accessible to needy destitute at work - allowances however are payable 
widows and examine some of the distortions for the first and second issues only: 
that have arisen in its implementation. (v) Health care as a part of social security 
Recent years have witnessed growing does not seem to exist in any stale: and 
interest about the condition of labour in the (vi) Gujarat, Tamil Nadu andMabarashtra 
unorganised sector in general and women have certain welfare schemes'exclusively 
in particular. The fact that social security fur women and children while a number 
measures are yet to reach them have figured of other stales offer welfare benefits for 
in national debates prominently. Several various categories of population below the 
major problems for rural unorganised poverty line. 

labour remain unmitigated: first, a vast Evidence and the reach of the schemes 
number of people, at least 40 per cent of available for selected states (Table 1 ) show 
India’s population live below poverty line the following: first, old age pension schemes 
having no income security; secondly and covcrlargermimberofbencficiariesinmost 
more importantly, many arc under constant of the slates. The exception to thisare Kerala 
threat of falling further into a state of acute and to some extent Tamil Nadu which have 
deprivation. Finally, the increasing a considerable number of beneficiaries in 
caaualisation of labour force seems to be other schemes also, 
taking place along with once again lack of Secondly, the year to year variation 
both job security and social security ben- (1989-90 to 1991-92) in the numberof bene- 

efits. Added to these are a host of social ficiaries docs not seem large in Gujarat, 

problems arising out of their low social Kerala and Maharashtra reflecting a 

status. For women in particular gender stagnation both in the expenditure on social 

iniquities remain in almost every walk of security and in the coverage. The exception 
life. to this are Tamil Nadu and Orissa which 

As a response to this, several state have shown impressive increases in the 

governments have attempted to provide coverage of the schemes in recent years, 

direct measures for social security targeted In Orissa in 1990-91 and 1991-92 the 

at labour in the unorganised sector. These number of beneficiaries under old age 

have been designed to ensure minimum pension scheme increased by almost 50 per 

relief to workers to face contingencies due cent while the number covered under the 

to old age. sickness, employment injury, scheme assistance for widows by a 

maternity, invalidity and death. staggering206perccnt.SimilariyinTamil 

A quick review of the variety of social Nadu for the three-year period 1989-90 to 
security schemes and programmes earned 1991-92 old age pension beneficiaries 
out by various states in India (see K V increased by 36 per cent while destitute 
Eswara Prasad (1993): ’Social Security for widows receiving assistance increased by 
Unorganised Labour. A Review’, mirnco) 48 percent. Although these are impressive 
reveal the following: (i) Almost all states increases what percentage of the total 
and union territories have old age pension eligible population they cover are not 
schemes. A few stales such as Andhra particularly clear from these data sets. 
Pradesh. Gujarat, Kerala and Tamil Nadu Thirdly, within each of these states, there 
also have special pension schemes for were inter-district variation in the number 
agricultural labour, (ii)Tamil Nadu, Kerala, of beneficiaries for any scheme. In a given 


(trie, «c«» 

that others o» sgv^wwn-anMiiv 
in Gujarat, agricultural workers pension 
scheme in Kerala, etc): yet a few Other 
dittrics show sharper increases in the year 
to year variation in the number of benefi 
ciariea while others a drop. In sum. 
districtwise data, where available; point 
towards an unevenness in the impact of 
social security programmes in any atatc. 
Finally with the exception of the schemes 
for widows no data are available regarding 
the coverage of women in other achemes in 
most of these states. 

These findings are not unrelated to the 
larger issue of how far the schemes are 
accessible to rural poor in general and 
women in particular. This paper is an 
exploration of this theme. We have drawn 
from a recent field work in Dindigui 
district of Tamil Nadu to focus on the 
working of the widow pension scheme m 
the village level. 

Tamo. Nadu Case 

Although Tamil Nadu introduced a 
pension scheme as a measure of providing 
social security for aged pensions in 1962. 
it was 13 years later in 1975 that the scheme 
was extended to destitute widows. The age 
limit initially prescribed for widows to In¬ 
eligible for pension was 45 years and thi-. 
was reduced to 40 years in 1978. At the 
inception the amount payable was Rs 20 
per month. It has recently been increased 
to Rs 75 per month. In addition twnsarecs 
every year and free meals or free ration up 
to 10 kg of rice are also provided to the 
widows. 

A widow is considered destitute if she is 
without any regular income or source of 
income and ifshc has no relationsof 20years 
of age particularly a son. or grandson or 
spouse. Widows without any relative and 
who do not own land or a house worth 
Rs 1,000, who do not wear jewels worth 
Ks 500. who do not have any form of regular 
employment or who do not have helpful 
relations are also treated as destitutes. 

A destitute widow needing assistance is 
required to apply on a prescribed form to 
the ’uhsildar’ of the taluk in which she 
resides. Enquiries are conduc ted by (he 
revenue staff in the village in the presence 
of the pensioners, village officers and 
other elderly persons. After sanction by 
the revenue divisional officer, the pension 
amounts are despatched by poxtal money 
order. Payments are made generally not 
later tban the second week of every month 

Table 2 presents some details on the 
working of the widow pension scheme in 
Dindigui districtfor a four-year period. The 
data presented clearly show that: (1) whilr 
the numbcrofbenefclaries under the scheme 
more than doubled in (he whole stale of 
Tamil Nadu, Dindigui district presents a 
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picturt of decreas in g coverage despite an 
incmaae inthe actual number of bencficia- 
•ics. Ia IMS-89 the district accounted for 
6 per cent of all the widow pensioner* in 
(be a late and (hie baa aiocc reduced to 2.5 
per cent in 1991-92; and (ii) the operative 
strength a* a percentage of sanctioned 
.xisitton* in both 1988-89 and 1990-91 
[waked to about 97 percent after which there 
have been dramatic dropx in succeeding 
year*. In 1991 -92 the operative strength wax- 
83 per cent showing a large number of 
vacancies. 

A further breakdown of the district data 
showed that Dindigul and Palani taluk* 
accounted for slightly more than 50 percent 
of the beneficiaries, clearly showing an 
unevenne** in the coverage nl (he scheme 
within the dixtrict. These uwo taluks are 
somewhat more developed than others such 
as Vedaxandur. Kodai Kanal. etc. which are 
backward regions located far away from the 
district headquarters. The relative 
development of a taluk seems therefore a 
contributory factor to the unevenness in the 
implementation of xocial security schemes 
in general. The unevenness in the coverage 
is perhaps due to the poor implementation 
of the scheme at the village level. 

How far do the pension rules get 
operationalised at the village level '.’The rules 
for instance mention that application |«rms 
may be obtained from taluk offices, office 
of the panchayat unions and panchayat. 
village officers, etc. In most of the villages 
wc visited in different blocks in the district, 
it was found that application forms arc not 


available sad had to be purchased from 
vendors for a price. Forms were rarely 
available with the village administrative 
officers or the panchayat*. Some of the village 
admini xtrativc officers wbcnmWvicweddkl 
not consider it their responsibility to keep 
these forms or see the relevance of informing 
a needy widow where to obtain them. For 
widows, obtaining an application form to 
seek state assistance in itself was a major 
block. 

The application form before submission 
demands (i) proof of age: if birth certificates 
arc not available, an authorised doctor’s 
certification is compulsory: and (ii) 
authentication from cither a member of the 
I »k Sabha. Kujya Subha. legislative assembly 
or a panchayat president, or the Mayor of 
apoorhouse ora gazetted government servant 
ot the state or central government are also 
essential. These are not easy tasks for an 
average destitute widow in rural Tamil 
Nadu. They are in fact ex tremcly demanding 
in terms of time, (ravel and expenses. 


Completed applications with necessary 
endostrca/cuthenticationsmay be submitted 
only at the taluk office. For widows living 
in distant places, this implies travelling 
and therefore, umyecessary expenditure. No 
acknowledgement for the receipt of 
applications are given to any applicant. 
Follow-up therefore, means visiting the 
tabxildar's office in person, and waiting to 
enquire the status of the application. 

Alternatively, applications on plain paper 
or completed forms can be handed over to 
thedistrict collector on the public grievance 
day held once-a-weck. This means more 
travel for an applicant living indislant villages 
and extremely long hours of waiting While 
villagers in Dindigul taluk were aware of the 
public grievance day. as we moved further 
away from the district headquarters fewer 
widows knew about this. Once the application 
form is submitted a verification process 
begins initiated .by the tabsildar. Enquiries 
are usually conducted by the revenue 
staff- the revenue inspectorand (be village 


Tam f 2: DhMtntB Wioows Pension in Dinov.w District in 1988-89t<< 1991-92 


Dislnrt/Stare 

1988-89 

1989-90 

1990-91 

1991-92 

Dindigul disinct 

4.414 

4,613 

5.315 

4.870 

Tamil Nadu 

73.579 

128.820 

160.997 

190.140 

Dindigul as per 
coni ol Tamil Nadu 

<5 

3.6 

3.3 

2.5 

Operative sirenglh a-, 
percent sanctioned 
strength 

96 

80 

97 

83 


Source-. Daia supplied by government of Tamil Nadu. 


Tabi k I • Blnesk'Iariks >N) Uxv&Nnn tnth ‘ K* Varm’s Social Sei-vjkity Schemes 


Years/Slarr 

Old Age Pension 

Assisi anc 

e to Widows 

Assistants 

■ to Disabled 

Pension lo Agricultural Workers 

(Jnemployroeai Relief 

and Scheme 

(OAP1 










Beneti- 

Expendi- 

Beneti- 

Expendi- 

Benefi- 

Expends- 

Benefi- 

Expendi- 

Beneti- 

Expendi- 


ciane? 

lure 

aam*> 

cure 

Claries 

lure 

ciaries 

lure 

curies 

lure 

1 

2 

3 

4 

f 

6 

7 

8 

9 

10 

11 

Oujarai 











1989-1990 

56.470 

5.63 

1.813 

20.96 

865 

6.35 

— 




1490-1491 

58.622 

9.05 

2.437 

33 33 

1.445 

1.09 

— 




1991-1992 

63.658 

9.04 

2.883 

66.24 

1.088 

1.31 





Kerala 











1988-1989 

57.321 

13.47 

t.20.244 


66,764 

69.84 

30.06.347 


215.456 

23.54 

1989 1990 

58.115 

11.79 

1.24.355 


72.835 

69.86 

3.02.312 


246.040 

19.96 

1990-1991 

27.795 

12.77 

1.33.401 


77,372 

87.52 

3.23.781 


264.314 

19.35 

Maharaahlnf 











1989-1990 3.21.576* 

41 «7 







14.183 

4.96 

1990-1991 

3.40.557 

41.46 



0 




12.206 

529 

1991-1992 

3.28.392 

50.17 







12.140 

5.51 

Onsaa* 











1919-1990 

1 ,00.000 

7.57 

40.000 

3.03 

20.000 

113 





1990-1991 

89.847 

9.07 

62.9*14 

6 36 

20,000 

202 





1991-1992 

1.30,422 

16.45 

1.93.026 

24.34 

30.000 

292 

76.707 

9.67 



Tama Nadu 











1989-1990 

171,972 

103.1 

128,820 

90.9(e) 







1990-1991 

213213 

1223 

160,997 

105.3(e) 







1991-1992 

232,121 

133.7 

191.(40 

205.9(e) 








(•> 


HKUHUcS IOUWB nr tup*" ■■' 11 • —*■ ■ ■■ 1 

AO^KUlfdMOM for this, (d) Scheme for Agricultural labour iaoodaced during 1991-92. 
itontirarre and daatitufe labour. "f 

Swire**,- Dwa tqgM by sude goveremeai of Gtgaot, Kerala. Maharashtra. Odm and Tanui Nadu. 


(e) 


to phyacaUy haadicappad 
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administrative officer in the presence of tbe 
pensioners. village officers and other elderly 
persons. Where the age of an applicant is in 
doubt tbe pension rules specify that the 
uhsildar seek assistance from a medical 
officer in the nearest taluk headquarters. In 
practice however, this has been replaced by 
an unwritten norm: any destitute widow 
wanting to apply for a pension and not having 
a birth certificate must necessarily obtain a 
doctor’s certificate to pro ve her age. As most 
applicants do not have birth certificates and 
as government medical officers are not easily 
available to them, most widows arc compelled 
to pay private doctors practising in the near¬ 
by areas money to obtain an age certificate. 

Some Distortions 

A widow has to prove to the satisfaction 
of the sanctioning authority that she is a 
destitute. Therefore, where destitution is to 
be verified attempts aiemade to ascertain tbe 
age of relatives (of (he applicant) who are 
less than 20years and all otherdetai Is deemed 
necessary to understand the extent of 
destitution. In practice this is one stage where 
a large amount of arbitration prevails. For 
instance, if a widow has a son or grandson 
her application is summarily rejected. It is 
possible that a son or a grandson may not 
be supportive to the applicant: may be living 
in distant places, have no regular contact 
with the applicant and may not be of any help 
to her. Yet the applicant will be rejected and 
found ineligible for a pension. 

Consider the housing criteria for 
destitution: the house in which a destitute 
widow resides has to he worth less than 
R* 1.000if her application w to be considered 
favourably: from our discussion with asiew 
village administrative officers, revenue 
inspectors and tahsildars in Dindigu I district 
it was not clear if any measurable criteria 
have been evolved to estimate the true value 
of the houtc/dwclling of an applicant. 
Therefore, despite some clarifications given 
in some government orders, the imputed 
value of the dwelling of the applicant is often 
arbitrarily determined by tbe enquiry officer 
much to the disadvantage of the applicant. 
In fact wc saw a number of rejected pens ion 
petitions where the only remark after enquiry 
has been that the applicant owns a house 
valued Rs 1.000 or more. 

In other cases there was a contradiction: 
widows who own and live in dwellings 
granted to them under the weaker section 
bousing scheme were found ineligible for a 
pension. The matket value of some of these 
dwellings were over Rs 5.000. Therefore, 
although (hey are eligible in other respects, 
being a recipient of a subsidy from the 
gove r nment under another scheme, goes 
against their interest and makes them 
ineligible for a pension. 

Owning land or a similar asset is a 
disadvantage for a widow applicant. In 
considering such an asset base, factors such 


as the nature of the land (irrigated or 
un irrigated), its location, etc. is never closely 
scrutinised. The likelihood of a widow 
possessing a very small piece of land and 
yet be adesdtute is never imagined or accepted 
as legitimate or possible by the sanctioning 
authority. Essentially, tbe criteria used by tbe 
social security administration to consider a 
woman as destitute are such that they make 
tbe rejection of an application easy. In actual 
practice, a widow to fall in tbe eligible range 
for a pension in the understanding of some 
tahsildars are that: "she must be single: have 
nochildren; earn less thanRs 100 per month; 
be physically unfit to wotk; should not beg; 
pbould not own a bouse, etc". However, she 
must be capable of applying fur a pension: 
willing to visit the taluk office several times 
and put up with apathy of the officials: she 
must he extremely patient and wait for king 
periods till enquiries arc completed at each 
stage: must be capable and willing to spend 
money out of a pocket; and so on! 

This then is howdestitution among widows 
is perceived and understood by the social 
security system. In this process thatdcstiiuiion 
among women can arise due to other 
contingencies are not given any importance. 
Consider the following example: a pmwman 
legally married to a woman may have children 
out of wedlock. The legal widow having no 
children or any asset is however treated as 
having children and therefore denied pension. 
Such examples can be multiplied. Finally, 
rejected applications are kept as they are. The 
applicants are never informed on the status 
of their application. Once found ineligible, 
it is most unlikely that they would be 
considered as eligible again. That is how 
rigid the system is. 

Once a verification on the applicant is 
completed by t^e revenue staff, a report is 
forwarded to the tahsildar with a recom¬ 
mendation on the eligibility of a widow for 
pension. By and large the recommendation 
of a village administrative officer (VAO) 
bolds. But this is not always tbe case. As a 
VAO put it candidly "a few of us really want 
to help tbe needy, if we want to genuinely 
help a destitute, it is possible to do so by 
recommending tbe case well. Ultimately it 
is one’s attitude that counts largely.” Not all 
tahsildars accept favourably the recommen¬ 
dation of the VAO and may therefore opt 
for verification on their own. If after all the 
scrutiny, a widow is found eligible, pension 
orders are approved by tbe uhsildar and sent 
to the widow through (be VAO. Tbe whole 
process may lake aeveral months, sometimes 
a year or more. 

Receipt of the pension order HJ' the widow 
does not mean that they will immediately 
sun receiving payments. There could be a 
long wait sometimes up to three months for 
cash disbursement. Wading may also be 
necessary for a vacancy (due to death) to 
arise. At other times waiting may be made 
compulsory, to suit tbe convenience of the 


public cooUct progrsmmea conducted by Qjc 
collector. Widows are made to wait for shefc 
programmes to be held in the nearby villages 
and they sre compelled to be there to receive 
the pension order/fmtl pension amount. 

DtMpite the emphasis on publicity we found 
that application for pension from village*, 
located near taluk headquarters were mure 
compared to interior villages situated at 
distances. The number of applications from 
the latter were lesser and verifications took 
unusually longer time. Aged in general and 
widows in particular felt discouraged to seek 
state assistance, as the opportunity cost to 
do so was exceedingly high. 

Tbe quantum of assistance provided both 
in cash arid kind works to less than 10 per 
cent of tbe poverty line income. Therefore, 
a numberof widow beneficiaries talked about 
the compulsions to obtain some form of work 
round the year to cam additional income 
This was most necessary to take care of essen¬ 
tia) consumption needs, to tide over health 
problems associated with age and so on 

There was also the need to continuously 
prove to the social security administration 
that they are alive, residing in tbe same 
village and so on. Many of them are or¬ 
dered to visit the taluk office at least twice 
a year: more recently, they have been 
ordered topmduce their photographs to be 
kept in the pension register. If these orders 
are not obeyed, they stand to lose their 
pension. 

At another level, if a postman fails to 
locale the widows to deliver tbe money 
order, the money is returned to the tahsildar s 
office. The widow has to go to the taluk 
office, plead with the staff there, explain 
how she missed the postman, seek <pirdon 
and so on. If they are to travel to another 
village on emergency to visit any one they 
must inform the tahsildar at once. These ait 
to be strictly followed to be found eligible 
continuously for a pension. 

We found a number of widow pensioners 
who having Ireen admitted for long periods 
in hospitals were losing their pensions for 
months. In such cases they are expected to 
produce medical certificates from doctors, as 
proof of having been admitted to hospital 
and so on. If for some reasons the pensions 
are stopped it is indeed an uphill task to 
revive this particularly if one is a widow. 
Therefore once a destitute widow i* a warded 
a pension, it is a new kind of struggle for 
her - to survive, work harder to retain her 
status as a beneficiary. 

|1 would like to thank a large aumber of dealrfutr 

widows (beneficiaries, rejected applicants »sd 
others) for willingly sparing their time to talk u< 
us. Geeths, StvsJmgam, Sriraagam, Bhanomathy 
sad NaUanuthu accompanied me during visas to 
selected villages os various occasions sad f am 
ex tre me l y grateful lo all of them. Faulty. <*V 
thanks are due to Marty Chat and B S Nagarat** 

for at their help and esuemety u seful d iacc .u nsi.'- 

Tbe usual disclaimers however agxpky t 
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KARNATAKA 

badanvalu: Emerging Dalit Paradi 


u ii 


^uibrM* Pinto 


rhe atrocities on dalits of Badanvalu have evoked a retaliation from 
hem. indicating that the dalits in Karnataka are in no mood to bow to 
he state's callous indifference and Ungayat’s oppressive hegemony. 


BADANVALU in a small village in 
Vonjangud Taluk, an bour n journey from 
Mysore. Sixteen harijanx returning on cycles 
accompanied by their school headmaster 
from Aniyamhalli village after playing a 
local cricket match, ironically called Cricket 
for Peace’, were attacked by a group of 40 
strong lingayats armed withchopperx. slicks, 
knives and sickles on March 26. 1093. In 
the attack, middle-aged B RNarayanaswanty. 
tbe headmaster of the Badanvalu school, his 
IS year-old son. Madhukar. an engineering 
student, and N atraj. the cashier of the school, 
were hacked to death in the broad daylight. 
Six other dalits were seriously injured. 

As a retaliation in (he last week of January 
1995. (he dalits of the village killed Mahcsh. 
one of the accused in the 1993 killings. The 
Central Bureau of Investigation (CBI) which 
investigated into the 1993 killings had not 
yet filed the chargcshect even after two 
year*. Only after a week of the recent murder, 
the CBI amidst pressure and charges of 
inaction filed chargeshcct. In the given 
circumstances the dalits decided to handle 
the case through the use of their own 
resources. 

Origin <*■ Discord 

The origin of the Badanvalu discord goes 
hack five years when the village decided to 
renovate the temple of Lord Siddeswar at 
the outskittsof the village. There were: already 
three temples in the harijan locality and five 
in the lingayat's. On a promise given by the 
lingayat leadership that the dalits would be 
allowed to worship at the temple. tbe harij ans 
contributed R* 30,000 and provided free 
labour for three years. Under the Aradhana 
scheme, the state government provided part 
of the sum to repair the temple while the 
lingayats contributed a part. At (he 
inauguration on January 30,1993, the dalits 
'"ere not perm it tod entry. 

There were several dignitaries present lor 
the inauguration, chief among them were 
several lingayat swamix. and the local 
Congrats MLA. Mahadcv, a lingayat leader 
| When the dalita made their claim to the 
' 'empleentry, they were threatened, intimi- 
dated and attacked In the prevailing tension, 
the police booked cases on 31 lingiyaUand 
^dalits under Section 107 for abetting and 
instigation, leading to public disorder. 


The immediate response of the administ¬ 
ration to the conflict was the constitution of 
the peace committee. The committee included 
the circle inspector, the deputy superintendent 
of police. the tabsildar and equal number of 
representatives from both theci immunities. 
Since (be issue of temple entry affected the 
entire dalit population in the surrounding 
villagesnf the area, the lingayats demanded 
a dura tion of 24 days for consultation with 
(he neighbouring temples and swamis at the 
peace committee meet. But the super¬ 
intendent of police. Kishore Chandra, was 
not willing to give in to such an abominable 
demand On the very next day the dalits 
gained entry into (he temple through police 
intervention. The angered lingayats decided 
to teach a lesson to the assertive dalits. The 
dalits had planned for a big puja on March 
25. On the very day. they were invited for 
a ‘Cricket for Peace ‘ march organised by 
the local lingayats. Tbe Badanvalu dalit 
cricket team while returning after their 
victory against Anyyambatli village was 
attacked by choppers, sickles and knives. 
It was a planned attack The victims were 
well targeted. The headmaster of the local 
middle-school, Narayanaswamy. was a 
representative of an assertive Dalil Voice. 
The lingayat children of the village studied 
under his care in the school. In fact some 
of those who murdered him were his own 
past students. Madhukar. his son, an 
engineering student, was a symbol of 
emerging dalil strength. With no engineers 
and doctors among the lingayats of the 
village, the caste group perceived him with 
envy Naiaraj, the cashier in the school, had 
an important place in the community. 
According to the Ambedkar Yuvaka Singh, 
the lingayats had also targeted a lawyer and 
another two youngsters in public service 
with a view to suppress and subordinate tbe 
dalit challenge to their hegemony. 

Chau jiNnr, to Pervasive Hbobmony 

The village had no history of caste conflicts 
till 1993. Both the communities were living 
under an illusory peace. Since (he dalits hod 
accepted the inferior position in the caste 
hierarchy sod bad not challenged titc ling aya| 
social position, tbe circumstance* posed no 
challenge to the existing social order. But 
with education, the dalits of Badanvalu have 


cot* torcaKse their legitniuderighta.Though 
the village population is equally divided 
between the lingayats and the dalits, the 
lingayat community can boast of only two 
graduates. There are a lot of drop-outs and 
hardly anyone pursuing high school and 
' college studies. In sharp contrast, dtedalits 
have over 50 graduates, two dozen post¬ 
graduates, and practically, everyone has 
completed school studies. At (Ik village 
school, the dalit enrolment is much higher 
and the drop-out rate minuscule. With new 
awarenesscoming out of education, thcdaiiu 
of B adanvalu cannot be expected to take on 
to their traditional inferior status. What is 
more encouraging is that many of the dalits 
from the area are employed as teachers in 
neighbouring schools. There are government 
employees, workers in private companies, 
lecturers, and even, a member of tbe Indian 
Foreign Service among them. The dispersion 
has provided them a new awakening. They 
have come to challenge the age-old caste 
hegemony. * 

The lingayats are a dominant caste in 
Karnataka, politically strong and econo¬ 
mically powerful They can be easily termed 
as the 'neo-brahmins' in the state. They are 
likely to lose socio economically if they 
accept the dalit rights. For instance, much 
of the land in Badanvalu is in the hands of 
the lingayats. The dalits work in those fields. 
The daily wage is Rs % for women and 
Rs I for men Thu is tar below the minimum 
wage prescribed by the Karnataka govern¬ 
ment. Some dalits wb go for daily 
employment to Nanjungud. a town four 
kilometres away, arc paid Rs 25 per day. A 
change in social order is bound to lead to 
the implementation of the government's 
minimum wage act. The prosperity of the 
dalits will marginalise the lingayats. 

After the peace committee meeting and 
the intervention of 'he police in breaking 
open the temple for the dalits for the pooja. 
the district authorities though, the issue was 
solved once for all. rhey claimed that they 
had brought ahoutarapprochcmembetween 
the feuding factions. Once the patch up was 
affected the authorities believed it to be the 
end of all hostilities. What they failed to 
perceive was the lingayat anger at tiie audacity 
of dalit* in challenging their hegemony. For 
ovcr4,000years tbcdalits had accepted their 
fate. They bad never questioned the words 
and deeds of the upper cartes. All ofasudden 
their demand for temple entry and the right 
to worship was perceived as a threat In fact 
entry to the temple was a symbol of a larger 
demand for the right to equality. Fully 
understanding its implications when tbe 
demand for entry to the temple was made 
as the sole point in the pe ace committee. the 
lingayat leadership asked for 24 more day* 
^tn consult the other temple priests of the 
• area. What disturbed the local lingayat* was 
the likely repercussion of allowing dalit* to 
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enter the temple on the otherlingayat temple* 
in tbc whole of My tore. Once the d*liu gain 
acceptance to one temple, the lingayat 
hegemony would be challenged all over the 
taluk and the district. All these yean it is 
the temples and the mutts that had legitimised 
the authority and power of die lingayat*. 

Status Quotsrr Response 

The lingayat leadership, both political and 
religious, played a key role in preserving the 
selfish and vested interests of the community. 
There were demands for the'arrest of 
Mahadev, the local Congress MLA, who 
bailed from the lingayat community. He was 
present at the inaugural function of die 
renovated temple and was a witness to the 
conflict but did not ask his community to 
accommodate the dalits. Instead, it is alleged 
thatheeven instigated his people to violence. 
The local religious establishment was also 
responsible. The secretary of the Ambedkar 
Yuvaka Sangh made the allegation that the 
mutt in collision with the lingayat political 
leadership had kept away the dalits from (he 
temple. In fact when the police opened the 
temple by farce for the pooja. the Archaka 
disappeared horn the scene. Hcrefused pooja 
for the dalits on the inaugural day and later. 
MDNanjundasamy. tbc leaderof tbc Raitha 
Sangha of the state, a prominent lingayat 
leader, went to the extent of saying that 
he was against the harijans fighting for 
issues like entry into temples or appoint¬ 
ment of Archakas. When (he chief minister 
announced the CBI inquiry into the whole 
episode, the AU-India Vecrashyva Maha- 
sabha demanded that the local MLA and the 
swamiji of Devanur mutt be absolved from 
the inquiry. Later, the association had 
condemned a section of the press for 
highlighting the atrocities on harijans and 
ignoring the atrocities on caste Hindus. 

With a view to defend themselves, the 
local MLA and the Dcvanur swamiji were 
able to organise a mammoth procession of 
more than 23,000 people against tbc doubts 
expressed by the people of B adanvalu about 
their involvement in tbc episode. People 
were brought in tonics, tractors and private 
buses. The effigy of the dalit MP. Srinivas 
Prasad, a symbol of dalit pride,'was burnt 
at the end. During the public address, the 
local lingayat MLA demanded a ban on the 
DalitSangarsfama Samithi (DSS), a powerful 
organisation for dalit rights. Terming the 
DSS as a ‘bunch of goondas’, he called the 
RSS and the Islamic Seva Sangha as 
organisation* with a dharmic base. Srinivas 
Prasad, the dalit MP of the area, demanded 
the arrest of his party MLA under tbeNstional 
Security Act for bis stand on the militant 
organisations that were banned by the 
government (hen. Every action of the 
lingayaU right from the murder of the three 
important dalits to the public procession 


were meant tocoverup their heinous crimes 
and to preserve their interests. At no point, 
did tbe lingsyat leadership express tbeinegret 
over the incident. 

In the midst of such resistance coming 
from religious heads, local political leaders 
and social organisations, the response of 
the state was most intriguing. The circle 
inspector. Hudkeri, alingsyat,was suspended 
for his casteist handling of the situation. The 
DIO, ShankarBidri, was transferred. Kishore 
Chandra. SP, and Basavaraju, ASP, were 
blamed for the incident The chief minister 
ordered a CBI enquiry and announced on 
the floor of the assembly that the kin of the 
three killed would be g iven a compensation 
of Rs 1,00,000 each. The government even 
threatened to take over management of 
public place* of worship run by private 
managements which prevented SC* from 
worshipping there. Athi* visittoBadanvalu. 
the chief minister even agreed to install a 
statue of Narayanaswamy, the village 
headmaster, who was brutally killed. Thirty- 
seven dalit legislators threatened to resign 
from the assembly'. Suggestions were made 
in the legislature that all religious jatras and 
functions where the dalits were prevented 
from participating he banned. .Soon after the 
incident, the CM promised to set up three 
more special courts lodeal with the atrocities 
on harijans at Bijapur. Gulbargu and Mysore. 
At present the whole state of Karnataka has 
only two special courts, one in Kolar district 
and the other in Raichur district. Other than 
paying a compensation of Rs 30.000. half 
of what was promised. no other promise has 
been fulfilled. Knowing the past experiences, 
in spite of a CBI enquiry the dalits were 
aware that the guilty were not likely to be 
punished. The nexus between caste and 
politics in Karnataka is stronger than the 
claims of justjee and humanity. After all 
over 30 per cent of the legislator! in Kamatuka 
have been lingayats though they constitute 
16 per cent of the population. Tbc state 
government in the initial stage makes all 
kinds of promises. It will not implement any. 
once the incident becomes old. Take, for 
example, the Bangarappa government's 
announcement of making (he deputy com¬ 
missioners and superintendents of police 
responsible for atrocities on the dalits. The 
legislation to this effect is still to see the light 
of the day. 

Caste- Pruitts Nexus 

In a society where csste laws are more 
powerful than constitutional laws, what is 
the option the dalits are left with? They had 
to depend primarily on their own re sourcea. 
A day after the brutal killings the police 
arrested 26 dalits after they damaged some 
baasccbeioagmg to die lingayat community. 
It is no doubt an act of retaliation. But it 
is also an exhibition of dalit prowess, In (he 


absence of such exhibition there la bound 
to be greater etrocitioa on than. Exactly, 
mo nt h a ft er theBngtyatproccsaiooCf 23,Pop 
people, in response to the call given by 
various dalit organisations, thousands of 
people marched in procession in Nanjangud 
to denounce (he mordera in Badanvato. Two 
were killed. A section of the crowd attacked 
the bouse of the Congress® MLA. Mahadev. 
Harijans coming to Nanjungud from tl* 
village of Kollegal taluk set fire to about 3® 
bouses belonging to lingayats at Unmathit 
village as a retaliation for throwing atoms 
at them. The Dalit San garahana Samithi while 
owning moral responsibility to the event 
even condemned atrocities on caste Hindu* 
The latest is the killing of Mahesh. And y : ; 
without such retaliation will those who infliu 
atrocities on dalits ever come to know the 
strength of dalit power? 

All through the conflict in B adanvalu the 
state machinery professed itself to beon'L 
aide of the dalits but favoured the ling ay in 
Though the chief minuter had denied ini tilth 
the allegation that the Badanvalu incident 
was due to squabble* between the lingiya 
MLA and the dalit MP, later, he bad a 
retract his statement. On the floor of tfc 
assembly tbc chief minister had to admit dm 
the group clashes were due to political u! 
personal rivalry within Congress A). The two 
leaders were politicising caste to scale 
personal score*. What is unintelligible to ik 
dalit* of Badanvalu i* how can an MLA 
continue to be a people ’ s representative wtiq 
he had been a silent spectator, approving tk 
lingayat misdeed* and later even demandu| 
a ban on DSS and requesting the lifting 4 
ban on RSS and ISS. Instead of trying ha 
and hi* associate* under tbc auti- 
un touchabili ty act. he was permitted to funk 
the selfish interests of hi* community. Whr 
the archaka refused the pooja for the dalft! 
Siddalingaiha. the noted dalit poet in fefl 
assembly, demanded the removal ofl 
irreligious archaka*. None of those mcaaiiafl 
will ever be in itiated because of tbc poliucA 
power the lingayats possess. I 

The Hindutva movement is prinunA 
responsible for the construction of temptafl 
In the last five yean Karnataka has wkneuA 
the construction of over 2,000 tetnpMH 
Temples have provided legitimacy to 
atrocities in the name of God. Politicians m 
Karnataka freely pander to religion *§jj 

retigious bead* today much mere than hcfcA 

The immediate effect is. while encounq A 
the upper caste hegemony, temples l“A 
given rise to batted and encour*« 
discrimination. Political leaden have fua« 
caste differences.'That DSS ahooldbelMtA 
and RSS and ISS shooid be encourtgejfl 
a philosophy of caste politicians. Whti A 
really desire is that a section of kkA 
should be kept eternally in bondage *jj 
used for th§ interests of css** people ThJ 
is s nexus between the political leader* A 
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-etificm* bead*. Otherwise what is the 
,hijo*opl»y MM pfwkUaf money to 
^novkte teoopkiTlf the state respects all 
religion* then religious places of the 
pvtim nnldes should be provided state 
nuhaidy. Beside* construction or renovation 
0 f temples Is not the work of the state. In 
„ state when there is high level of illiteracy, 
money can be productively used for 
buikfiog schools, health and literacy centres. 
In the name of God while promoting the 
interests of caste groups, the state ha* 
encouraged atrocities on dalits. 

Atrocities did not begin in Badanvalu. 
They will not end there either. The dominant 
caste, the landlords, the politicians, and 
Others arc all exploiting the dalits. Past 
atrocities on the dalits have been on accou nt 
of their inability to protest. For centuries 
they were tutored to accept the leadership 
of upper castes. They had no say in the 
decision-making process. They never 
challenged (he ruling class paradigm (hat 
they are socially inferior. Today the 
paradigm i* challenged. The spurt in (be 
atrocities on dalits is an indicator of their 
assertion for equality. The dalits art 
beginning to protest and dissent. In the face 
of terrible and persistent onslaught to their 
dignity, they have ignited a chain ot violent 
reactions. Their dissent is met with a 
disproportionate reaction. DSS bus been 
singled out for attack with a demand to han 
the organisation. 

EMBRniNn Daut Powi* 

The DSS strategy has been creditable. It 
ix defining its identity today outside the 
Hindu fold. Dalits considered themselves 
as Hindus. The progressive and radical 
elements within the dalit fold have come 
toforge dalit unity outside the Hindu caste 
system today. In keeping with their 
philosophy, they keep away from temples, 
rituals and Hindu way of life itself. In 
Badanvalu during the Ayodhya incident 
the harijans had joined the lingnyaLs in 
'Shilanyas' by carrying the hold bricks. 
After the 1993 incident, they have kept 
away from temples and they hold that (hey 
are no more Hindus, joining the DSS tn 
mtust. Defining their caste identity outside 
the Hindu fold has sent shivers down the 
spine of the dominant caste grou|>s who 
have thrived for the last many centuries on 
dalit exploitation. 

When the dalits were killed there was 
hardly any future but plenty of rhetoric. 
But (lie latest killing of the lingayat has 
garnered a lot of interest from the public, 
press and politicians. That the CBI inspite 
of two years of lime could not file the 
charge-sheet is an indicator that the state 
i* afraid to book cutpriis from the dominant 
proup. The announcement of a CBI inquiry 
was merely to appease the dalits. 


In a situation where (be state does pot 
protect dalit interests, where the inquiries 
are meant to hoodwink the dalits, where 
the politicians and religious beads use them 
and atrocities oo them continue unabated, 
what alternatives dalits can exercise? The 
only option the dalits have is the option 
they exercised in Badanvalu. Justice 
delayed is justice denied. If even after two 
year* the culprits could not be brought to 
trial and were going about triumphantly in 
the village meant (hat the legal method* 
of governance are not for the dalits. 

What happened in Badanvalu is perhaps 
a foretaste of things to come. The dalits 
may not be able to rely on constitutional 
methods . With increasing atrocities on them 
and the police and the public unable to hear 
their cries, they will have to work out their 


own strategies to empower themselves. 
Such strategies and methods may be 
unconstitutional, violent and retaliatory but 
those are the only ways through which they 
would be able to protect themselves. The 
lingayat youth of Badanvalu attribute the 
emerging power of the dalits to the 
reservation system through which they have 
been pampered. This is again an argument 
to keep the dalits in their age-old slavery 
and oppression. The culprit however is the 
state that has constantly stood by the 
interests of the stronger and refused to 
provide security to the weaker sections of 
society. With the declining trust in the 
machinery of the stale, the dalits will have 
to trust more and more in their 
organisational strength to provide 
themselves security and power. 


UNITED STATES 

Facing Our Histories 

Peter J Kuznick 
Dday Mohan 
Akihiko Kimijima 


By forcing the Smithsonian Institution in Washington to cancel its 
atomic bomb exhibit, conservative veterans groups and politicians have 
made certain that many Americans will be denied access to the kind of 
information that would nutke a historical and ethical judgment on the 
atomic bombing of Hiroshima and Nagasaki in 1945 passible. 


IN 1983 the American Catholic Bishops 
issued a pastoral letter on nuclear weapons 
that staled. “After the passage of nearly four 
decodes... we must shape the climate of 
opinion which will make it possible for our 
country toexpress profound sorrow over the 
atomic bombing in 1945. Without that 
sorrow, there is no possibility of finding a 
way to repudiate future use of nuclear 
weapons.” On January 30. by forcing tbe 
Smithsonian Institution in Washington. DC 
to cancel its atomic bomb exhibit, 
conservative veteran* groups and politicians 
made certain that many Americans would 
be denied access to the kind of information 
that would make such a historical and ethical 
judgment possible. 

Critics of tbe exhibit particularly objected 
to three salient features - the wartime and 
subsequent debate about the decision lodrop 
the bomb, the sensitive rendering of the 
Japanese victims of the bombing, and 
references to the post-war nuclear arms race. 
The approximately year-long controversy 
initially involved real problems with some 
of the script's language and its inadequate 
historical context. But all along tbe public 


controversy largely m» >ved bet ween and often 
mixed two very different concerns- bow the 
experience of American veteran* of second 
world war should be remembered and how 
to understand the historical issues related to 
the decision todrop the homb.The insistence 
on uncritically linking the i two concern* 
and tbe heat of tin debate demonstrated the 
unwillingness of many Americans to re¬ 
examine their past, especially when that 
reconsideration became embroiled in the 
deepening conflict over who define* 
American political and cultural values. Also 
largely forgotten as the controversy 
developed was the early and limited concern 
about Japanese sensibilities regarding tbe 
exhibit 

A wide gap has now existed for at least 
two decades between the opinion of many 
experts and puhtic understanding of why the 
bomb was dropped. In a recent review of 
the expert literature on Truman’s decision. 
J Samuel Walker, tbe chief historian of the 
US Nuclear Regulatory Commission, 
concluded that. "The concensus among 
scholars is that (be bomb was not needed 
to avoid an invasion of Japan and to end dre 
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war within a relatively abort time. It ia clear 
that alternatives to the bomb existed and that 
Truman and his advisers knew it... It is 
certain that the hoary claim that the bomb 
prevented one-balf million American 
combat deaths is (insupportable." 

Many of America's top military leaders 
antedated historians in questioning 
Truman's decision, including General 
Eisenhower, General Curtis LeMay, 
GeneralMacArthur,General 'Hap' Arnold, 
Admiral Chester Nimitz, and Admiral 
William Leahy. These military leaders 
understood that Japan had been militarily 
defeated before the bomb was dropped. In 
addition, the US had intercepted Japanese 
diplomatic cables that indicated that the 
emperor and many Japanese leaders were 
seeking a way out of the war. The 
intercepted cables also affirmed that the 
US call for unconditional surrender was an 
obstacle to Japanese capitulation because 
it left uncertain the post-war fate of the 
Japanese emperor. 

Duing the Smithsonian controversy the 
gap between scholarly and popular 
understanding remained wide as the 
historical debate was minimised or 
dismissed in favour of the veterans’ memory 
of their war experience and the prevailing 
view that Truman used the bomb to avoid 
an invasion of Japan, lit a striking display 
of the cognitive boundaries between old 
and new ways of looking at the past, many 
people appeared unable to come to grips 
with the historical issue at stake: that given 
recent historical findings. Truman's 
decision to use the bombs no longer seemed 
defensible. 

Late last September the Smithsonian 
made its first big concession to lobbying 
pressure and thus turned its back on its 
original objective to hold an exhibit that 
“is nuanccd and causes the public to 
debate the shopping of the bomb, especially 
in light of recent scholarship". Veterans 
group* - in concert with Congressional 
pressure, ranging from two'Oozen House 
members calling the exhibit ’anti- 
American’ and ‘biased’ to the introduction 
of a Senate resolution demanding revi¬ 
sion of the script-succeeded in pressuring 
the Smithsonian to eliminate much of the 
evidence historians bad uncovered 
questioning Truman's decision. The 
Smithsonian Would not budge in response 
to letters from the executive committees of 
the Organisation of American Historians 
and the American Historical Association 
expressing concern over political 
interference, or to a letter signed by scores 
of historians that stated. "It is most 
unfortunate that the Smithsonian is be¬ 
coming associated with a transparent 
attempt at historical cleansing. That archi¬ 
val documents and artefacts have been 
removed from the planned exhibit under 


political pressure is an intellectual 
corruption". 

The Smithsonian’s capitulation-coupled 
with its earlier public diffidence in making 
the exhibit an issue about historical 
evidence rather than generational concerns, 
and a laic and relatively restrained entry 
into the public controversy by historians 
- left it open to further pressure, which the 
veterans applied. Despite being given line- 
by-line veto power over the text, the 
veterans were not satisfied and used the 
Smithsonian's rejection of their inflated 
casualty estimates (for an invasion of 
Japan that appeared to war planners to be 
only a remote possibility in the summer of 
1945) to call for the cancellation of the 
exhibit. 

With 70 per cent of its budget coming 
from federal funds, perhaps the Smithsonian 
could have done little else at this point 
except truncate the exhibit. It is facing 
budget hearings before a newly elected 
Congress apparently out to gut the 
infrastructure of a federally funded pub¬ 
lic culture that it sees as oppositional. 
More than SO Congresspeople were cal¬ 
ling for the resignation of Martin Harwil. 
the director of the National Air and 
Space Museum, the site of the proposed 
exhibit. 

Tlic Smithsonian controversy demonst¬ 
rates once again how slow and painful a 
process it is for a nation to come to grips 
with its past, and how the shift to a new 
understanding inevitably gets caught up 
with the interests of those who hold political 
power. This is an issue for Japan as well, 
as commentators in the US never fail to 


note aad as shown by thefatooftba hi 
school textbook on Japanese history writ* 
by Sahara lyenaga. a wcllknowrt bistori; 
in Japan. The Japanese ministry , 
education refused to approve his book f, 
use in schools principally because it wi 
critical of Japanese behaviour during secot 
world war. lyenaga filed a lawsuit to h.-n 
the ministry’s decision repealed, but t| 
casebas largely languished fortwndecadr 
as has the historical understanding Iycna ( 
hoped to place before the Japanese publj. 
Moreover, restricted access to Japano 
archival material continues to thw a 
historians' efforts to fully assess the procc: 
of war termination. 

In the US, historians have made som 
headway in re-examining the decision i 
drop the bomb. Courses on nuclear cuhut 
and diplomacy that grapple with the isxu< 
the Smithsonian exhibit was intended t 
assexs consistently generate student interc* 
These perennial efforts will h 
supplemented this spring and summer h 
the many events planned in the US to hel 
reassess the American use of the alonii 
bombs against Hiroshima and Nagaxak 
The American University is holding 
summer institutcon nuclear history, whic 
will involve courses as welt as a study tot 
in August to Japan where American student 
will meet Japanese counterparts as well • 
atomic bomb survivors and experts in th 
field. The students will also participate t 
several Japanese commemorative events 

It is to be hoped that the upcoming 50t 
anniversary of the end of second world w, 
will provide an opportunity for both side 
to come to terms with their past in Ibc wat 


— 
A recent VANI publication 

State Panchayat Acts: A Critical Review 

A Critical Review of 16 major State Panchayat Acts 
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Price; Rs. 60*00 (paperback); Rs. 150*00 (hardbound); Rs. 50*00 
(paperback) tor students, activists and non-fundad organisations. 

Those ordering more then 10 copies wilt get a special discount of 20%. 
Phase place your orders to: 
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VANI - Voluntary Action Natworfc India 
H-17/t, MaMya Nagar. New Delhi 110 017 
Phona: 011/6426369, 6220674; Fax: 0091-11-6220674 
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PERSPECTIVES 


Utopia in Bollywood 

‘Hum Aapke Hain Koun...!’ 


Raton Bluuncbi 


It is sad that we should he celebrating the century of cinema in India 
with a superhit so vacuous as *Hum Aapke Hain Koun...!’, a film devoid 
of any illusion worthy of the condition of the millions of people who are 
at once the primary patrons and victims of its vision. This is a film that 
is obviously in tune with the 'liberalisation ’ of our times, while being 
thoroughly grounded in the signs of a homogenised, upper class, upper 
caste Hindu constituency. 


AT a time when the master narratives of 
Hindi cinema are facing an inner collapse, 
or repeating themselves adnauseam. a new 
superhit seems to have hroken all box -offices 
records in the history of Bollywood. Defying 
all norms of 'success', it has attracted 
audiences throughout the country, cutting 
across differences in class, caste, community, 
gender, age.religion, and political affiliation. 
Whatmose could one ask forintbesedivisive 
times? The perfect unifier, the entertainment 
for every Indian: ‘Hum Aapke Hain Koun...!’ 

What is the secret of Sooraj Batjatya’s 
phenomenal success? Docshis film introduce 
a long-awaited superstar? Is it politically 
provocative in playing with the immediacies 
of the realpolitik - 'terrorists’ in Kashmir 
and bomb blasts in Bombay ’ Docs it feature 
a bandit queen? Has it advertised a new 
titillating dance number oo the tines of 'choli 
ke peeche kya bai’? Does it explore some 
new-wave cinematography? The answer to 
all these questions is an incredulous no'. 

Hum Aapke Hai Koun' (HAHK) must be 
one of the most banal superhils in the h istory 
of Indian citicma. Its audacity lies in tbc fact 
that it totally dispenses with a plot and all 
the ‘masala* asso c iated with sex and violence. 
It is an emphatically clean film, a family 
entertainment par excellence, celebrating * »nc 
supremely human event - 'sbaadi'. with all 
the convention*, rituals, and merriment 
surrounding it. With the exception of one 
break in the narrative, resulting from a death 
in the family, which ironically contributes 
to the insistently celebratory drive of the 
film - we shall examine its implications later 
in the essay - HAHK could be described 
accurately (and not just with tbc hype of 
advertising) as a non-stop roller-coaster of 
laughter, food, songs and games, functioning 
within the perfunctory framework of 
romance. 

I *ay 'perfunctory* because romance is 
almost the pretext for sustaining the 
dominance of Bui in the film.' So fervent 
i* Batjatya'acoinmitmcnt to providing 'pure' 


entertainment that his narrative annihilates 
whatever one has come to internalise and 
appreciate as 'variety' in entertainment In 
the context of Hindi film blockbusters, this 
would include melodrama, rousing 
climaxes, shifts in perspective, histrionic 
revelations, showdowns, suspense, subplots, 
and a range of songs - not just ‘happy’ 
party numbers which dominate Ram- 
Laxman's monochromatic, predictably 
rhythmic score. What makes Baijatya's 
intervention in popular cinema significant 
is the nithiessncss with which he reduces the 
levels in (he narrative, providing us with 
almost no breathing space, no time to switch 
off. nodivcrsionof interest. Claustrophobic 
in effect, the projection of happiness in the 
film is jabanjasti'. forced on us, whether 
we like it or not, a manifestation of aggressive 
hospitality rather than generosity of spirit. 

ft is the purpose of this essay to question 
the construction of happiness in Baijatya's 
film, which almost assumes a utopic 
dimension. Keeping in mind thst "arealised 
utopiacan be another name for terror" fNandy 
19X7:1 j, I am alerted to the specific 
difficulties in analysing utopia’ within the 
framework of what would seem like a totally 
innocuous, harmless entertainment. 'Why 
take it soscriously?' is a question that almost 
any analysis of HAHK would seem to be 
up against from the very start It is almost 
as if the film is immune to being read against 
tbc grain of (he expectations, stuck reactions, 
publicity and hype storounding iL Indeed. 

I am only loo aware that my emphasis on 
certain details in the film can easily be 
dismissed on grounds of overstatement or 
nit-picking. Nonetheless, at the risk of 
appearing elitist in countering cultural 
populism, or more specifically, a populism 
that does not queetiao its own premises, I 
would claim that while entertainment can be 
enjoyed as entertainment, this does not mean 
that its apparent 'autonomy' and aura of 
'innocence' are entirely free from the 
exigencies of history and captial that it 


appear* to transcend. If this were so. 
entertainment could be reduced to an 
essentialiscd, a historical set of categories, 
conventions and formulae that could be 
perpetuated through skill alone. But this is 
not the case, since the world of entertainmcni 
had different significances at different 
points in time. There are different kinds of 
entertainment, different ‘treatments’ of the 
same rhetoric, different waysof envisioning 
utopia. These differnece*. 1 would argue, are 
not arbitrary, but intricately dependent on 
a range of strategics, guesses, and gambles, 
by which directors like Sooraj Barjatya 
appear to ‘give people what they want’ while 
vetting the agenda for their desires and 
dreams. 

In one of the most illuminating reflections 
on 'Entertainment andUtopia’. Richard Dyer 
has problematised this paradoxical terrain 
by which tbc world of entertainment 
responds to ‘needs' that are ‘real*, while 
“defining and delimiting what constitutes 
the legitimate needs of people in society” 
[Dyer 1993:272-83]. Soon the one hand the 
avatars of entertainment can posit 'utopian 
solutions'(‘abundance’, 'energy', uuensjty', 
'transparency',and 'community'')inrapance 
to the very real tensions of everyday life 
('scarcity', ‘exhaustion’, 'dreariness', 
'manipulation’ and ‘regimematioo'). but in 
the process, these manufacturers of a ‘better 
life' can exclude many vital needs for the 
transformation of sock .y. for example, the 
need to respect women outside patriarchal 
norms, or the need for oppressed communities 
to develop alliances across differences 
without the 'enlightened' patronage of die 
ruling class. The only ‘needs' addressed in 
the world of entertainment arc those which 
capitalism acknowledges and promises to 
meet, so that in the final analysis, 
“entertainment provides alternatives to 
capitalism which will oc provided by 
capitalism." 

Dyer attempts to counter ibis ooe- 
dimeosional situation' by emphasising Ac 
“contradictory nature of entertainment 
forms”, which arc to be found in Uk 
disjunction between narrative and musical 
numbers, representational and nun- 
representational signs (colour, texture, 
movement, rhythm). Tomy mind, what Dyer 
assumes as 'contradkanry'. which he never 
defines, is more often than not a form of 
elaboration or substitution by which a 
dominant set of signs in a particular 
representation gets reiterated in seemingly 
different ways. The contradiction*’, if any. 
are cosmcUctmd. What appears to he a 
subversion i« actually s mean* ofrcaffinnmg 
the underlying norm* of a narrative. If 
HoRywnod musicals (which ate Ac focus 
ofDyer's hwcstigatkai)occiun iuctv ial Hindu 
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film* could contradict the premise* of their 
production throughoppositional signs, which 
could radically interrogate the content of the 
verall construction. then we could begin to 
<peak of their representations of ‘utopia’ in 
a more liberatory context. Unfortunately, 
what exists in the form of 'utopia' is far less 
reflexive, and indeed, as I hope to elaborate 
in my discussion of HAHK. almost 
‘righteningty hermetic in construction. 

Fbitshisbd Representation 

In its categorical rejection of a conventional 
itory-line. HAHK would seem toexemplify 
what has been described in film studies as 
fetishised representation’, which permits 
mly an 'attenuated narrative' to repeat 
xaseless 'scenarios of desire* [Ellis 
992:160-61]. Abolishing the distance 
tetween the spectator and the image, the 
fetishised representation’ focuses, indeed, 
ingers and luxuriates, on the materiality of 
ibjects. which are substitutes for desire, 
lore often than not concentrated in the 
odies and faces of the performers 
l cm selves. At their mast extreme, such 
^presentations exploit the erotics of 
srfortnance. explicitly posed for (he viewer 
lometimes invol v ing the performer looking 
irectly at the audience)’. 

This is precisely what happens in the 
petting shots of HAHK as thecredits unfold 
> reveal the charismatic faces of Salman 
Jun and Madhuri Dixit, gigantic close-ups 
i alternate frames which almost fill an entire 
llf of the screen. The stars appear to be 
nging to each other even as they look out 
nectly at us in the audience, almost inviting 
: to enter the seduction of their world 
chehra mera pad lo kahhi’. as Madhuri 
ixii invites us to read her face). The very 
petition of the words, 'hcchain hai meri 
izar/hai pyar ka kaisa asar’.-./hum aapke 
linkoun'. lulls us into accepting the inanity 
' non sequilurx, lines that go nowhere and 
:ntre coyly around themselves. This 
rcuitous rhetoric is amplified in the- 
petition of the shots, slow, langorous. and 
idly momentous, which provide a visual 
ue as to what lies in store for us in the film. 

the story is sidelined for an endless 
aboration of desire. 

The 'repetitive’ motif of HAHK is 
apetuated in the idiom of romance that it 
wits and postpones. In (his regard, tbc very 
le 'Hum Aapkc Hain Koun’ could be 
anted as a tease. While appearing lo be 
question, it is implicitly rhetorical, 
utralised of inflection and gender. No 
wider then that it is merely echoed by the 
>ung lovers when they voi«.c the line, never 
sweied. When it makes 1 1 * final appearance 
the dosing shot of the film, it is in the 
rm of a bold caption followed by an 
clamation mark We are expected to be 
•led by it. not to question (he inanity of 
inscription, as it brings the film to a 


decisive end. almost flaunting its success 
like a signature. 1 One technical innovation 
that has contributed vi see rally to the projec¬ 
tion ofBarjatya’ s success is the unprecedented 
use in cinema halls of sparkling lights rotating 
around the screen during the hit songs and 
the ‘happy end’. These lights, reminiscent of 
the decorative borders surrounding film 
hoardings, further intensify the two- 
dimensional frame of Barjatya’x spectacle, 
enhacingthematerialityofitsimages, which 
almost hit us in the face with the calculated 
immediacy of their impact 

Among the objects fetishised in the film, 
it is food that is most alluringly foregrounded, 
textualised. and texturalised with a power 
(hat I have not witnessed in any form of 
advertising. Indeed. Barjatya’s film is 
gastronomic ally lavish and loaded with signs. 
On the one hand, there is the 'shaadi ka 
khana’. topped with generous supplies of 
mithai. kulfi. cold drinks and paan. But it 
isthceverday 'gharka khana' that is almost 
overwhelming in its omnipresence, ranging 
from kachori. samosa. halwa. namkeen. 
achar. to a seemingly limitless supply of 
vegetables and fruits, primarily shining red 
apples, which are only too visible on the 
dining tables and in the interiors of kitchens, 
the primary sites of numerous scenes. Most 
conspicuous of all details are the rounds of 
chai which arc served throughout the Him 
at (he oddest moments, constituting a 
leitmotif in the narrative. 

A lot of humour in the film is specifically 
food-centred, involving the amuteurculinary 
skills of the bride's father! Anupam Kher); 
the substitution of sail for sugar in the making 
of halwa: the concealment of papad under 
a sheet as part of wedding humour Even 
Tuffy the dog (surely the major attraction 
of the film) drinks an entire Thums Up with 
a straw. At a more playful level, chocolates 
play a vital role in the romancing of the 
younger couple. Prem (Salman Khan) and 
Nisha (Madhuri Dixit), who arc the younger 
siblings of the married couple. Kajesh 
(Mohnixh Bchl) and Pooja (Kcnuku 
Shahanc). Counterpointing the formalities 
of marriage, the younger couple tease and 
flirt with each other throughout the film, 
finally coming together over a home-made 
meal, the nutrition contributing to the 
ritualixation of their romance. 

In short, food becomes the most literal, 
yet rcasonanl sign in Barjatya’s world of 
wealth and health, family and tradition. It 
is there to be consumed, its surfaces 
xcemingly touched up with vivid colours as 
in the icons offood advertisements. At times, 
the brand names of particulft articles are 
barely concealed, so that we can dwell on 
a Cadbury 5-Star bar or a bottle of Pepsi. 
In the process, Batjatya naturalises the 
iconicity of food Hems, which (in reality) 
could scarcely be afforded by the millions 
of people watching bis film. And yet one 


is given the illusion thattbene curamoditie* 
arc eminently available, such Is their 
abundance. 

Wbm.TR and Fahiy 

Wealth is a ’given' in a pre-ordained 
condition which exists without a faint of 
struggle, despite fleeting references to the 
humble beginnings of the hoys’ surrogate 
father. Kakaji (Alok Nath) and Anupam 
Kher's relatively modest profession as a 
professor. These references are totally 
marginalised in favour of a portraiture of a 
rich and happy family. Here all the relatives 
are nice, the brothers and sisters love each 
other, with Prem going to the extent of 
having a sign ‘I love my family’ painted on 
his jeep. There are no illegitimate or 
dishonoured or discarded siblings from 
another generation hovering in the shadows. 
All is legitimate, 'seedha-xaadha'. And 
therefore the only option available is to 
aspire to the seeming bliss of ibis supremely 
happy family, or should we say. anextended 
Hindu family whoso members are frequently 
identified not by name but by tbc generic 
categories ofmumaji.kakaji. bhatija.jcthani. 
devar. xali. jijaji. Direct blood-tics are far 
less important than cultural bonds and 
affinities, so that a kakaji or chachi can 
become a surrogate father and mother 
respectively. In this affirmatively harmonious 
world, there is no possibility of a vicarious 
protest through the presence of a malcontent 
or a party-pooper or some self-righteous 
soul questioning the origins of this wealth 
There is no dissent whaisocverbecause there 
is no need for it. 'Don’t worry, be happy’ 
would almost he a radical slogan in tho 
world where happiness is the essentiaiised 
condition of life 

Other signs of wealth in the film arc 
displayed through the extravagant supply of 
expensive toys that emerge miraculously 
once the birth of Pooja’s child is imminent 
Baijatya packs his frames with an almost 
obscene variety of cartoons, cutouts, plastic 
animals, train sets, and balloons, around 
which tbc adults celebrate their ‘second 
childhood’. More signs of familial wealth 
are casually, evident in homely games ot 
billiards, swimming pools, and at least two 
displays of fireworks, (he kind that nth 
families vie with each other in. in order to 
prove their social status. And finally, there 
are exchangesof ‘real’ money as part of the 
gifts and jests in (be wedding, including the 
mandatory,offering of money to the hijrus 
who demand their due from the child's father 
(on his return from abroad, where he ha* 
successfully finalised a deal on a car factory 
with foreign collaboration). 

Economically, this is a film that >' 
obviously in tune with the liberalisation >’t 
our times, while being thoroughly grounded 
m the signs of a homogenised, upper-cts*' 
upper-caste Hindu constituency. For all die 
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display of wealth, there i* no overt flash ine*s 
in i nou veao-ficbeor blatantly ‘westernised’ 
nKjde.’TbocghuralccslwremdnindigeoouR: 
no boot», no non-veg, no cigarette* (only 
Madhuri Dixit mime* smoking a cigarette 
with a pencil, revealing her much-valorised 
and deceptive aura of ‘liberation'). 

If the Hindu inscription* of wealth in the 
film are naturali*ed within the framework 
of the wedding, they are more self¬ 
consciously inaerted in the preceding scene 
where Rajcch and Pooja meet in the en v irons 
of a hindu dharamabala adjoining the Ram 
Tengri temple, flhiaaitc. incidentally, is one 
of the very few locations that is specifically 
named in the entire film, which oscillates 
between two households whose geographical 
specificities are left completely nebulous. 
North Indian' would be the most 
approximate definition of the cultural 
geography in the film.) In the tradition of 
utopic representations, which posit a 
’temporal and spatial elsewhere', the Ram 
Tcngn temple is represented in a totally 
synthetic space, with no trace of the 
surtounding landscape, neighbourhood, or 
community. Whatever exists is within the 
framework of the temple, which becomes 
the mediating sign by which Pooja reveals 
her grace and devotion to Kajesh through 
her painting of the temple itself.' Hindu 
icons, emblems, and colours arc visible in 
almost every frame of this hermetic space, 
which is charged with sanctity, Even (be 
diyas’ that float in the waters around (lie 
temple merge simultaneously for one split- 
second to form a swastika. Such arc (he 
subliminal signs of hindu religiosity which 
become increasingly emphatic as the film 

| proceeds, not least when Pooja is presented 
with a copy of the Rmtutwna, over which 
her brother-in-law solemnly takes an oath 
swearing allegiance to his hluibhi. 

Potrrtcs ut- 1 Ni'Ll 'sion 

‘ All of these signs can be defended on 
grounds of verisimilitude. The contexts of 
a temple and a 'shaadi'. after all. have to 
he hindu. But whut needs to be emphasised 
is not just the predominance and incremental 
power of the hindu signs, but more subtly, 
the way in which they have been conflated 
with the construction of an 'Indian' identity. 
Almost mamlatorily. the ‘othercommunity ’ 
is inscribed in this construction through the 
most blatant use of comic tokenism in the 
form of a fat muxlim doctor who, of course, 
has to recite 'shairi' almost as soon as he 
makes his entrance. At one level, the flair 
in the performance ia highly enjoyable, but 
one should not forget that it is grounded in 
the stereotype* of representing minorities, 
svliere the muslkn becomes a nice person 
specially when be reaffirms the fundamental 
3nodneM of hi* hiodn brethren. Hi* cultural 
difference is merely *uperficial, an object of 
tumour, but fundamentally, he is part of a 


larger beneficent structure is winch be is 
accommodated ho*pitaMy, 4 

A more problematic construction of the 
‘other’ is concealed in the characterisation 
of Lalloo. the genial servant, who i* almost 
a member of the family. Indeed, so close is 
the camaraderie between Lalloo and Prem 
that their class signs are almost entirety 
eradicated. The servant and hi* young master 
dance and play cricket together, apart from 
plotting all kinds of romantic intrigue* against 
Nisha. Atno point in the film are we presented 
with any signs of Lalloo’s background in 
the village, his sick bbouji. for instance, 
remains an absence. Nor do we witness any 
representative of the ‘working class’ or the 
’destitute’, who have almost always been 
inscribed in the master narratives of Hindi 
cinema, even if their modes of representation 
have been contrived, melodramatic and 
exploitative. In thisregard. we are compelled 
to recall the evocations of the ‘common 
man' and the ‘toiling masses’ in the 
masterworks of Mehhoob. Raj Kapoor and 
Manmohun Desai. In contrast, Sooraj 
Barjatya solves the problem of subaltern 
representation by simply excluding the poor 
from the canvas of his film. 

All who exist and are worth addressing 
arc subsumed in the world of ‘rich Indians'. 
the kind whom Manmohan Singh would 
love to believe as representative of the Indian 
population at large. Lalloo is merely an 
extension of the rich', upwardly mobile, 
learning-to-speak-English. compering 
cricket m a tclies. At one point he even recites 
a few lines extolling the virtues of Pandit 
Nehru. The parody of bis representation is 
not entirely innocent, as can be glimpsed 
from the seemingly gratuitous, yet telling, 
frontal idiot of I allooholdingabook entitled 
USSR upside down. The joke is as much 
on a defunct and redundant socialist system 
as on Lalloo himself, whois merely a satellite 
of the capitalist ideology that is assumed as 
an unquestioned norm of progress and 
benevolence in the film. 

And yet. (here is a seeming twist in the 
representation of Lalloo when the crass and 
execrable BtnJu (who is the only quasi- 
villainoux figure in (he family) refers to him 
categorically as a "nauk»'. This is in response 
to the telegram that has arrived from La)toil’s 
home announcing hix bbouji’s illness, and 
the subsequent generosity of Pooja in giving 
him some money. Bindu interprets the 
telegram as a bahana’. a hoax which pains 
Lalloo greatly.' The moment is undeniably 
affecting because it is the first sign of a 
‘human emotion’ that interrupt* the heady 
momentum of joy in the film. But 
significantly, it shift* the attention away 
from Lalloo to Pooja. who inspire* him to 
receive the blessing* of good. In her 'vishvas' 
that all will he well, she embodies an mm 
of humanity that epitomise* the essential 
goodness of god-fearing capitalists. 


The second interruption in the film 
following Lalloo’* telegram is more tolling 
insofar as it results in a break in the narrati vc - 
Pooja inexplicably fall* down the stair*, and 
shortly after, dies in hospital. For me. this 
death (which lasts barely three minutes, 
following two-and-a-half hours c>f almost 
unmitigated fun) comes a* a great source of 
‘tragic relief because it ha* the potential to 
dismantle the construction of happiness in 
the film. But barely ten minutes after Pooja 
falls, another round of teaemerges. initiating 
a new cycle of reassurance. Following the 
tea and doctorxahib'x recommendation that 
the pining Rajcsh should many again (it is 
only natural), the old Hindi film formulae 
surf ace with younger brother Prem sacrificing 
his love for Nisha. who imagines t^at she 
is marrying Prem only to confront - horror 
of horrors, while 'nichndi' is being put on 
her hands - that the invitation card mentions 
another bridegroom. Through some process 
of divine intervention in which Tuffy the 
dog plays a vital role, the film draws to an 
inevitable denouement as the true lovers 
come together, precipitating yet another 
'shaadi .with everybody whirling in circles, 
hand in hand, bringing the roundof merriment 
fullcirolc. Death, therefore, merely reinforces 
the utopia of another wedding in the total 
closure of a 'happy end’. 

CONSIlMTTtON AS SttrrAfLE’ 

It is a daunting fact to realise that millions 
of people in India are watching this end' 
with a profound suspension of disbelief, or 
so it would seem from the rapt attention and 
ardour with which the film is being seen. 

In the absence of audience survey*, one may 
not be able to gauge definitively what exactly 
is heing absorbed and retained, but if the 
box-office remains the ultimate criterion of 
assessing not just the popularity but the 
power of commercial cinema, then the world 
represented in HAHK would appear to be 
eminently desirabV The ingredients of it* 
success need to be taken seriously and not 
just dismissed as some kind of freak or 
manipulated phenomenon. Rather, we should 
try to understand its mass appeal through 
what Han Magnus Enzensbcrger ha* 
identified as "the elemental power of deep 
social needs" (Dyer 1993:277J. Though we 
may not necessarily agree that these ‘needs' 
have “physiological routs which can no 
laager be suppressed". Enzensbcrger is 
deeply intuitive. I believe, in locating these 
'needs' within the context of "consumption 
a* spectacle", which contains "the promise 
that want will disappear", even wfeca there 
can be no question of a real fulfilment of 
this promise”. While acknowtodgmg the 
deception, brutality and obscenity of the 
media. Enzensbcrger mmetheteax qualifies 
(hat. "consumption as spectacle t*. ia 
parody form, the anticipation of a utopian 
situation". 
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What make* the utopian representation of 
H AHKdisturbing is the intensity with which 
the spectacle is offered to he consumed, 
without the mediation of asustained parody. 

If the protagonists of the film could have 
been allowed by their director to parody 
their desirex, there would have been greater 
possibilities of questioning the premises of 
the film. But what appears to be 'parody' 
invariably borders on 'burlesque' - most 
significantly, the dramatisation of the hit 
song 'didi tera devar deewana'. where a 
woman cross-dresses as a man, Salman 
Khan's double, a surrogate brother-in-law. 
while wooing a 'pregnant' Madhuri Dixit. 

It is significant that while appearing to.subvert 
the norms of heterosexual romantic love, the 
song ultimately vindicates patriarchal control 
in dtScrmining gender and desire, with 
Salman Khan chasing away his surrogate, 
while appearing in the final moments of the 
song dressed in a skimpy, silken slip as a 
pregnant male'. Now (his can be dismissed 
as a trivial sign, but what it illuminates 
through its triviality is the reaffirmation of 
codes and cultural norms that only appear 
to be parodied. 

Tellingly, there is nosuch playful treatment 
in exposing the economy that supports the 
representation of wealth and happiness in 
the film. The representation of capital is 
extravagant and loaded with fun. hut at no 
point in the film is its 'illusion' called into 
question. The economic foundations of 
Baijatya's utopia in Bollywood remain intact. 

If the film has surpassed all box-office records 
in the history of Indian cinema, it is 
substantially related to the narrative in which 
contemporary capitalism has heen inscribed 
without any significant inflection or 
contradiction whatsoever. The presiding 
deity of the film (to whom even Lord Krishna 
and Sri Kama would seem to be agents rather 
than rivals) is wealth. In this context, the 
deepest 'social need' that is at once targeted 
and fetixhised in the film is what money can 
huy - this includes a‘happy family, romance 
food, and an endless round of fun and games 
It would seem to me that the surrender to 
Baijatya's utopia cannot he separated from 
the infiltration of capital in our cultural 
space, which provides the overwhelming 
majority of millions of people with very 
little scope for negotiation, thereby ensuring 
their total exclusion from the benefits of* 
capitalism while subjecting them withjjf : 
renewed intensities to its consumerist lure. V 
Though Baijatya does not narrativi.se the 
global dimensions of this scenario (beyond 
the nebulous foreign connections ut an 
unnamed country which enable Rajexb and 
Prem to build their factory), he succeeds in 
domesticating (and thereby, rhapsodising) 
the 'good life' provided by unquestioned 
resources of money. 

But this is not all. Apart from tuning very 
ingeniously into the infantalisation of desire 


that seems to be pervading our society 
through a craze for novelties and 
commodi ties. Sooraj Baijatya is also drawing 
on vety reul needs for ‘security* and 
'community', which are being eroded 
systematically by the stale. In this regard, 
the must problematic component in his 
projection of utopia is on effervescent 
construction of 'the community ’ as providing 
a model as it were for a well-ordered, 
wholesome, civilised Indian life. It would 
he an exaggeration, perhaps, to claim that 
HAHK is about the Hindu Right, but it is 
definitely a film that would not have been 
possible without a deep internalisation of the 
Hindu Right in popular and mass culture. 
What can he seen against the grain of the 
film, through the seeming idiocy of its 
narrative, is the ease with which the market 
has been embraced within a matrix of upper- 
class. 'traditional', hindu cultural values, 
with an appropriate dose of religiosity to 
keep ‘the family’ happy, and very discreetly - 
without making an issue of it - to keep the 
others out. Of course, if they wish to enter 
this matrix, they will always be welcomed 
with a cup of tea and absorbed. 

Claustrophobic’, 'homogenised', 
‘monoculture!’, 'totalising' aresomcof the 
signs of a new narrative that seems to he 
emerging through the negation of curlier 
film nuirati ves. which for all tlieirmoralislic 
hypocrisies and affiliations to earlier modes 
of capital, were moreexpansive. variegated, 
histrionic, and diverse in tlietr modes of 
representation. All HAH K can do is to invoke 
the master narratives of Mughal-H-Azam. 
Sholay and Bobby through a game, where 
the inner circle of ’the family' sits around 
and passes a cushion to hursts of old Hindi 
film songs. Nostalgia is fetishised through 
quotations, hut the lessons of the past are 
not re-invented. Instead, they are submitted 
to the horseplay of self-exhibition and then 
glibly passed over for the cultivated 
superficialities of che present. 

* It ii, indeed, a sad sign of our times that 
we should be celebrating the century of ^ 
cinema in India with a superhit so vacuous 
ax ‘Hum Aapke Ham Koun...!' - a film 
devoid of any illusion worthy of tbemassi ve 
suffering and poverty of millions of poople, 
who are at oocc the primary patrons and 
victims of its vision. The ‘innocuous’, ’ 
however, is what appears to be the idiom 
meet deeply related to the ‘banality of evil' 
in our times. • 

Notes 

(1 would bta to IhaakGsgsa Makar (or hucriti¬ 
cal attributions to rite reseerat of this essay.) 
t Id this respect, HAHK is significantly different 
from SourijBarjstya’s earlier superhit ‘Maiae 
Pyar Kiya’, where mnaairr is 
and built into the structure of toe film, 
concentrating oa two young lovers divided 
*r ni, lfi dm» md ptfoanlMi jtrictwBi, who 
evetanBy come together wirii apignon aarving 
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as a go-between. It HAHK, nttaace to 
elaborate motif supporting a much mo 
smphatlc cetohratk* of capital and comma*)! 
hut the ‘love Kory’ is subsumed (m discuss 
in my essay) within a huger pr o paga ti on 
‘utopia*. 

2 At me risk of stressing the insignificant, 
should he pointed out that toe word ’Kou 
in the tide is flashed and tone erased, so tl 
thermal title in the fast imageof the flint m 
‘Hum Aupfce Haia...!’ This would seem to 
even more of a dedarntkw than toe title of t 
film. 

3 Renuka Shahane could he the first lelevisii 
personality to he featured promt neatly in 
Hindi film superhit. By casting her as Pooj 
Barjatya is obviously playing on the perto 
for which she is hest known thmughout Indi 
as the anchorwoman. thesecund-iti-commat 
on SkUhsrt h Kak's grossly overrated 'Surebh 
In the role ttf Pooja. Shahane merely exten 
hcr.second-in-commund status aslheehamiii 
wife of Rajesh. combining a modem, lev, 
headed cheerful outlook on life (punctual 
withsenii-aulotnaiicgrinslalong wilhudulif 
subservience as the 'hahu' in a Hint 
houselaild. In a different register. Pooja 
bantering tone in her playful exchanges wit 
Prenl. is startlingly similar to the rehears 
repartee that Renuka .Shahane has adopted i 
her exchanges with Siddharih Kak. In tt 
combination ot 'tradition' and ’modeniily 
seeming 'inlonnality' and 'professionalism 
mu to mention the consumerism that Surahh 
propagates through its cultural quiz, there u 
some very tantalising, yet idling signs ot tt 
growing nexus between 'television' and 'filn 
cultures in India. This wilt definitely be 
suhject worth analysing at a Inter stage. 

4 Hypothetically, tor the sake ot argument, 
would be almust impossible to imagine tlAlIl 
contextualised in a predominantly musln 
si a ia) background. Nor is it entirely plausihl 
that the lovers could he divided' in the classi 
Indian fonnula though warring families < 
distinct communities. This is not to ass uni 
that these options would he free of their oa 
politics, but llie point is that HAHKoMiteruh 
the possibility of such options through th 
strong. Itindu majoriiunan thrust of its narrativ. 

5 in a later scene, following Pnoja's deatl 
) mlloo is indirectly pitted against Hindu, wts- 
she brazenly suggests that Rajesh should marr 
her niece. Sweety, on condition that POnjs' 
child can be brought up by an ayah. As til 
men in the family echo lj*I loo's deep sew 
of shock. Bindu flies into a rage which i 
terminated only when her seemingly mil 
husband. ‘Mnmaji'. daps her for her flagm 
insensitivity to a mother’s love fma ! 
nianila ). In the process, Bindu's aberrsr 
behaviour reinforces the essentially ctvilm.' 
codes of family life upheld in the film. As 
significantly, when Bindu makes her fin? 
appearance as n reformed, pregnant wile, hr 
vamp-like heturvtour is oNiteruied througha 
apparent change ol consciousness. Sc 
ultimately, even Bindu is part of Soon 
Darjaiya’s 'happy end*. 
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Children’s Work 

T V Sathyamurty 

Cfclldfwrt IMtmorUki Gender, Welfare and Labew to the Developing World 
by Olga Nieuwenhuys; Routlcdgc, London and New York, 1994; pp xviii + 228. 


price not mentioned. 

SOCIAL SCIENCE literature on child 
labour, not diuimilar to that, until recent 
time*, on 'woman work', has focused 
attention almost exclusively on the 
exploitation of children in wage labour in 
the urban industrial sector of third world 
economies. This has been a direct result of 
imitating the social and economic concerns 
attendant upon the specific cond it ions under 
which early industrialisation took place in 
the 18th and 19th centuries in advanced 
capitalialcountrica. Even journalists in India 
have seldom considered the role ployed by 
children in the sphere of work at a broader 
level, encompassing the contribution that 
they arc required to make in a large variety 
of tasks-some directly and others indirectly 
linked to production - universally faced by 
rural and peri-urban families in their struggle 
for survival and in their attempts to keep 
their collective head just above the level of 
poverty. 

Children's contribution to the resilience 
of primary producers belonging to the tuin- 
farmal sector is not only indispensable hut 
also invaluable. However, their role is often 
ignored (as in the thinking behind those who 
favour the theory of dual economy, 
hermetically scaling the modem from the 
traditional and the factory from the family 
sphere of production) or explained away us 
socialisation experience. 

Olga Nieuwenhuyx’ study embodies u 
complex range of comparative interrelated 
work, embracing children in two different 
familial and social contexts of the local 
economy (linked to the wider regional and 
global ecooomy). It has been carried out 
w ithin the framework of the formal discipline 
of social anthropology, and fleshed out with 
insights and conclusions derived from a 
detailed reading of the sociological and 
economic historical literature on the coir and 
fishing industries in Kerala. It is a -h illiant 
and greatly satisfying achievement. It is 
unlikely to be surpassed in the foreseeable 
future and should serve as a model of field 
study weaving together comprehensive 
qualitative and quantitative empirical find¬ 
ing* with theoretical interpretation, argument 
andanalyaKltrepresentsamethodo logical 

achievement of the highest order. 

llix difficult to do justice in a brief review 
to the enormous range of empirical quarry, 
drawn ftam a rich seam, that Nieuwenhuyx 


lays before the reader. A brief outline of 
what the book is about is all that can be 
provided here. This work is about the 
'tifeworlds' of the chiklrenof (he rural poor 
in two contrasting settings, both located in 
a village with the nemdeplume of Pootnkara. 
not far from Haripad (Alleppcy district) in 
Kerala. 

Of the two economic activities in Pnomkara 
which Nieuwenhuyx' comparative field study 
embraces, fishing has undergone 
considerable modernisation, unlike the coir 
industry which has barely survived industrial 
ohsolexcence against heavy odds. In the 
fishing industry, male children perform low 
level tasks for which their remuneration 
varies from minuscule to nearly negligible 
levels, whilst being socially exempted from 
tasks regarded as pure drudgery. In the coir 
industry, female children are expected to 
carry out a wide variety of domestic tasks, 
as well as work related to the preparation 
of raw material (mostly through a system 
of pulling out) for (he higher stages of 
production for practically no remuneration. 

Seniority in age and gender differences 
exercise a determining influence on (he 
relative position of child workers. Muslim 
lemalc children (coir), ezhava female children 
(coir). Muslim male children and ezhava 
male children are differentially affected by 
such winds of social change as blow across 
a predominantly pre-capitalist society 
adapting itself to a constricted economic 
role in a world rapidly penetrated by global 
markets and global capitalism. The female 
children of the rural poor are thus thrice 
damned - damned by hierarchy .damned by 
gender and damned by the resilience of pre¬ 
capitalist social modes of production which 
persist in an environment in which the 
economy of the state is lop-sliced to conform 
to (he requirements of the international 
maikct 

Mainstream sociological literature tends 
to subsume the entire life experience of 
children under such circumstances - 
circumstances which render their varied 
involvement, under coercion, in largely 
uiuemuncrtled domestic as well as directly 
productive work of all kinds, an essent ial 
requirement for the bare survival of the rural 
poor in general and the family in particular 
- under such euphemistic rubrics as 
'socialisation', and ‘unfree. unproductive 


because of being unwaged labour'. It 
dismisses them altogether as constituting a 
'non-subject' by invoking the purely 
economixlic theoretical device of 'dual 
economy'. Thus, a veil has been thrown over 
an aspect of exploitation of children which 
is at least as important as that relating to 
wage work involved in factory production. 

Nieuwenhuyx' study has successfully 
attempted "todisclose what is invisible" and 
to depict "keeping the huge difference in 
power, freedom and wealth (not only] 
between classes, but also between adults and 
children in mind, how the working children 
theinselue .race their own lives"(p 7. emphasis 
supplied). Taking as her slatting point an 
impressionistic picture (based on close and 
careful observation)of‘'children' s subject i vc 
views of the world around them". 
Nieuwenhuyx relates it "to the picture 
obtained from quantitative and qualitative 
data provided by adult informants”. 

In the last three chapters of the book, (he 
author has sought to raise the analysis of her 
findings to amore general and comprehensive 
level by examining the literature that has 
accumulated on Kerala in the fields ofhixlory. 
economics and other social sciences. The 
rexu!' has been a theoretically rich, 
methodologically multi-faceted and 
empirically brilliant and original, in short 
a truly formidable interpretation of “ibc role 
of children in social movements and in the 
processes of transformation undergone by 
Kerala society". 

The actual study is presented in the form 
of seven substantive chapters. In the first 
chapter. Nieuwenhuyx layx bare, in a lucid 
and direct manner, her standpoint. Rejecting 
as preposterous the notion that children's 
work is morally neutral in the context of the 
peasant famt ly. the authordc -constructs and 
re-constructs children's work. exposing to 
fuliviewtbecKf-oV me to which the orthodox 
and limited view of 'child labour’ has led 
much of social science work on the subject 

The section on 'Methods’ fills in the picture 
of the larger group' project of which 
Nieuwenhuyx’ research is a part, and of the 
scope of the fieldwork. Its main aim consists 
of two parts: (1 )toprovidc an understanding 
of the rural society in which children grow 
up; and (2) to fill in hitherto uncharted 
territory by means of detailed observation* 
of children at alt boors of the day - far 
beyond the confines of the work floor, “in 
front of shops, new marketplace*, near ponds 
and wells, along tracks, in grazing grounds, 
on the beach, in kitchens, classroom*. 
Koranic schools, the nursery school, etc" 
(p 33). The in-depth interviews of children, 
which forms the crucial plank of the study, 
took place tfitr gaining an understanding 
of bow children’s time was organised and 
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Included in thin collection in al*o the 
excellent and chilling report of the joint 
delegation og women and communal 
violence that visited Ahmedabad. Bhopal, 
and Surat. While repenting on the terrible 
atrocities committed on women in these 
areas, of which sexual assaults on minority 
women were by far more severe, the team 
discovered a definite link between the 
deteriorating relations between Muslims and 
dalit working class people and the "relocation 
of population on communal or caste lines". 
At the root of such relocation were the 
housing societies which in Ahmedabad and 
Surat were identified by tlic woman as the 
cause for isolation, suspicion and hate 
between communities. Together with other 
aspects of the riots their deliberate planned 
nature, the indifference of the police, and 
the terrible fear of those who had saved 
Muslims from sure death or rape to even 
admit of these acts - the report points to 
cleavages that have been deepened and 
festered at a variety of levels, not the least 
of which is economic, since the most 
vulnerable on both sides were the poor. But 
there was evidence, though not 
overwhelming, of mutual help between the 
communities, which can only be explained 
by the solidarities of gender. Yet were women 
in these areas only "victims of tragedy" or 
"humane neighbours"'.’ The role of women 
as agents of communal ideology is u 
surprising absence, especially since it has 
been elsewhere demonstrated that women 
often play an active role in inciting and even 
participating in riot. Flavia Agnes’ 
contribution in the volume suggests as much. 

Importantly, both Alam and the women’s 
report point to the relative ineffcctivity of 
other forms of mobilisation in neutralising 
the power of communal ideology. Neither 
tbe communis! influence in Hyderabad nor 
the women's groups in Ahmedabad were 
able to provide clear secular alternatives. 
This remains an unexplored aspect in (he 
book, which does not assess the effects, 
whether strong or weak, of an impressive 
array of democratic movements on the 
increased communalisation of the public 
social realm. On the other hand, there arc 
two articles which trace the ideological 
manufacture of the Muslim as an object of 
hate, and the way in which consent for 
communal violence is built in the Hindu 
community. In other words, attention is here 
paid to the ways in which Hindutva organ iscs 
its shock troops, successfully putting in place 
certain stereotypes that hear no relation to 
reality yet acquire amatcriality of theirown. 
Pradip Datta and Sumil Surkar demonstrate 
tbe ideological construction of the Indian 
Muslim as inherently dangerous, unpatriotic 
ami prone to excessive violence. Once in 
place, the archetypal violence of the Muslim 
in its very alterity is not just feared but 
desired (p 891 and the analysis of the 


Nizamuddin and Kbuija riots reveal* that 
tbe riot becomes a way of achieving this (p 
91). (Jma Chakravarthy’s article similarly 
looks at the manner in which consent is 
manufactured for the violent politics of 
Hindutva. In her analysis of Bhagulpur. 
Khurja and Ayodhyn between 1989 and 
1992. she demonstrates that a combination 
of rumour mongering, pamphleteering and 
astrategic uxeoflhe media makes communal 
violence part of the middle class Hindu's 
common sense. In her brief introduction she 
also makes a puzzling assertion that the 
grounds for the blatant repudiation of the 
rule of law by the Sangh parivar were laid 
during the lawlessness that was set in place 
by the Emergency, and continued through 
the 1980s. particularly during the anti-Sikh 
riots of 1984. These acts of the stale, she 
says, “led to a breakdown of the original 
post-independence con sensual values of tbe 
polity and a thorough destruction of the 
institutions whose sanctity was an ideological 
principle commonly agreed upon". If the 
upper classes/castcs were indeed dismayed 
at the erosion of liberal values and the rule 
of law. it docs not adequately explain why 
the lawlessncssof the Sanghparivarhecotncs 
easily acceptable. Instead the attract ions of 
the ideology of Hindutva I'orthe uppcrcuslc/ 
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eltuw Hindu may have stemmed froth' 
multiple form* of oolf-taacrtidn by dab 
women, etc; which equally mark Sw peril 
In this sense, the continuities between 
anti-Mandal agitation and the upsurge 
Hindutva cannot he overlooked. Yet I 
whole hook, and not just Chakravarth; 
piece, remains silent on these aspects 
communalism. 

The book has^its share of pio 
sentiments, shared, not without passion, 
such people us Pran Chopra. Kcshav 
Jadhav and P Sainuth. Picas to build a m< 
robust seculur movement (p 82), recover I 
traditional activism of the press for secu 
purposes (p 149) or remain non-violi 
ip 205) arc variously made, reminding 
that these were probably necessary a 
effective assertions to make at the tin 
There are also articles by KN Panikkar « 
Oyan Pundcy that rehearse the int 
pretations of history that have h 
deployed in the communaltst’s struggle 
gain credence among large sections of I 
Indian people. Yet. ull in all. it is not v< 
clear for whom the whole hook is intejul 
since it is too general, even repetitive, 
he of interest to the specialist, and at I 
same time maybe too broadly spread to 
useful to political activists. 
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Protection and Exports: A Theoretical Note 

Sogate Miijit 
Ahbirup Sarlcar 

Protected horn market reduces incentives for exports. We theoretically examine such an assertion and argue that 
if tariff is the protectionary device, exactly the opposite should be true. The conventional wisdom holds for quantitative 
restrictions. Our discussion criticallv clarifies the hypothesis that Indian exports are residual. 


I 

Introduction 

IN recent year* a number of underdeveloped 
economics have been going through a 
process of economic liberalisation and 
structural change. The agenda includes, 
among other things, trade liberalisation us 
well. Apart from classical arguments for 
gains from free trade, it is pointed out that 
trade liberalisation increases the volume of 
exports in two different ways | Bose t W11. 
Hirxl. through trade liberalisation, imported 
inputs going into the production of exports 
become cheaper which naturally stimulates 
exports. Secondly and perhaps more 
importantly, trade liberalisation creates 
more competition in the domestic market 
thereby destroying local monopolies. 
Therefore, a domestic producer enjoying 
virtual monopoly power in the domestic 
market through artificial harriers to 
international trade, would rind selling in 
the domexlic market much less attractive 
after trade liheralisalion. Tins would induce 
her to export to the world market The 
present paper is concerned with this second 
aspect of trade liberalisation. More 
specifically, it is concerned with the effect 
of relaxing import restrictions (like ijritls 
and quotas) on the volume of exports 
A re luted issue refers to the view that with 
large and protected domestic markets, 
exporting is. for the most part, a residual 
■ictivity. Domestic markets, by virtue o| being 
large and protected, are intrinsically more 
profitable than international maikcis. 
Domestic producers, therefore, lirst meet 
domestic demand ami then sell to the 
international market if any output is Iclt 
over. If this view is correct, (hen domestic 
demand should have a powerful (negative) 
influence onexpoflsKicilel Hall and Ora we 
(19X4) show that empirically this i» indeed 
the ease with Indian export perloi manes in 
the 1970s. Smularpomthasalsohccnraised 
m Nayyurl 197b) and Wolt( I9K2). Naturally. 
the policy prescription thai emetges iron* 
such analyses points towards liberalisation 
j <o that the incentive to cater to the sheltered 
j domestic market diminishes. Such assertion 
seems to he Hawks* heeause it relatesoulput 


allocations according to relative profitability 
of domestic and international markets. 

However, one is disturbed by tbe argument 
that lower tariffs would increase the 
exportable surplus since lower tariffs by 
reducing the internal price should actually 
increase domestic demand for the product. 
Although it is true that declining tariff rale 
reduces the gap between the domestic and 
foreign marginal revenue, the effect on 
domexlic sates should reduce the exports. 
This point is missing in Bose (1993). We 
were al a loss in analytically supporting the 
commonly held view. This is the motivation 
behind this theoretical note. In this paper, 
wc give a theoretical explanation as to why 
exports may he residual ly determined in the 
presence of barriers on imports. Wc show 
that relaxing inqiort restrictions does not 
necessarily increase exports. We show, in 
particular, dial if import restrictions arc in 
the form of i.inffs. then a nse in the tariff 
rale actually increases exports. If. >in the 
other hand, restrictions arc in the form ol 
quotas, a relaxation of such restrictions (i e. 
increasing (he quota) leads to an expansion 
in exports. Thus, in our model, tariffs and 
quotas or more precisely a change in their 
latex have op|<o.sile effects on the volume 
of exports. 

An interesting implication of our analysis 
is lhal a country can increase its exports l i e. 
dump its goods i hi the world market) by 
increasing its tariff on imports. An increase 
til lartfl increases the domestic price and 
therefore reduces »k xneslicdemand. If cx[*>rts 
arc residual, as is indeed the ease in our 
model, this reduction in domestic demand 
increases c\p< His. Thus import tariffs can act 
as a dumping device for exports. In case of 
quantitative restrictions exactly opposite is 
trtie supporting the conventional wisdom. 
Hie next section c-attain* a diagrammatic 
proof of our conjecture We provide some 
concluding remarks in die last section. 

If 

Dfawrimtauttag Monopotfat 
trad Exports 

Consider a case where there is amvxHipoltxt 
which face* F, as the world price of its 


product, l)[) as the domestic demand. mK 
as the domestic marginal revenue and 
mC as the marginal cost of production. 
Suppose that the monopolist can practise 
price-discrimination and the home 
market is protected by a tariff. Figure I 
suggests that the profit maximising 
domestic price will be given by P at 
which (>A amount would be sold in the 
domestic market and AB amount would be 
exported. The existing tariff rate t is such 
(hat P w + t > p r It is evident that AB. the 
amount of exports, is determined a> a 
residual. Now, suppose I is reduced lo I', 
so that P_tt'sP,< P . This must increase 
domestic sales up loOA' and reduce exports 
to A'B. It is clear that lower tariff has 
reduced export*. 

Figure 2 describes a scenario where there 
is a quota on imports. Hence. DDLs presented 
as a quota-adjusted demand curve such that 
the true demand curve is oarullcl lo DD and 
lies lo its right. The in.dal equilibrium is 
again characterised by AB amount of exports. 
Suppose die amount of quota is increased 
which is similar to a policy of trade- 
liberalisation through tariff reduction. This 
would imply a downward parallel shift in 
DD iiw reusing export* to A’B. Hence.trade 
liheralisalion in the form of relaxing 
quantitative restrictiim should promote 
exports. Tins also sugg. * that tariff and 
quoin arc non-c< ( .rivaknt in terms of their 
effects on exports 

The intuition behind this result is fairly 
clear. A lower tariff increases the effective 
si/e of tlie dinncstie market. With product too 
hcldltxcd.ic. being determined byP^* mC. 
exports must t all. With increasing quota, the 
whole demand curve shift lothe Iclt. domestic 
sales (all and exports move up. In our 
ex ample with I be tariff ihc equilibrium level 
of imports is zero. However this is not 
necessary for the result to bold. One can 
build up a framework following Manil and 
Kabiraj (1992) to argue that with uneven 
distribution of income and an established 
foreign substitute, a decline in tariff may 
increase imports and the <ue of (he local 
industry simultaneously This would 
definitely reduce the exports of the d> unestk 
brand. 
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Fkrjm 1: Tamv 



Note that CD is the discootimious stretch in the domestic mR curve. 

Fkiijkb 2: Quota 
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Ctmcladtag Remarks 

The purpose of this note hat; been to 
analytically re-examine the hypothesis that 
the exports arc residual . The casual remark 


of protection at export-deterrent u verified 
in terms of a simple theoretical framework. 
We have shown why such observation! 
need carpful analysis. As a theoretical 
exercise it is interesting because normally 
we tend to associate tariffs and quotas with 



imports. They can vary weirbc straingiw 
to promote exports. An inter**ting example 
is the Japanese case where home-made 
automobiles cost much less in a foreign 
country aay in the l) Sthan in Japan. Greater 
production may actually restrict the size o' 
the domestic market enabling Japan to 
export. 

However, one should remember that 
our analysis or for that matter any 
analysis dealing with the particular issue 
does not claim that across the board 
export-promotion is always the first-best 
strategy. We do not discuss the normative 
aspects here because our purpose has 
been to focus on the positive point of the 
problem. 

It should be noted that a liberal trade 
policy by lowering profits from a 
particular protected venture can make 
other hitherto uncxploitcd export projects 
relates relatively profitable. In that case 
new products or line of comparative- 
advantage might emerge. Moreover, 
imported inputs can be made cheaper U> 
promote import-intensive exports. We 
are aware of such a role of liberal 
commercial policy. But the basic point 
that a lower tariff will not benefit existing 
exports of the same product remains 
valid. 

Finally a word of caution against the 
empirical method often used to prove the- 
residual nature of exports. As in Riedel. 
Hall andGra we (19X4). export-output ratio 
is usually regressed on domestic-demand 
output ratio to prove the negative 
relationship between the two. It is obvious 
that whenever domestic demand will 
increase exports will fall and vice versa 
given the level of production. This is an 
accounting relationship. For a valid 
econometric treatment one needs to test for 
the underlying market-structure and the 
decision-making process which treats 
exports as residual. 

[We ate indebted to Amttava Bose and Mihir 
Rakahit for helpful discussions.) 
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Employment and Unemployment 
in Andhra Pradesh 
Trends and Dimensions 

Cl Parthwaratby 

assisted by 

Jayahra Anand 

This paper discusses trends in unemployment in Andhra Pradeshjocusing on (i) the association between the proportion 
ofcasual labour and unemploytnent and between unemployment and rural poverty; (ii) changes in lltc elasticity of employment 
to output; (Hi) the puzzle of usual .status unemployment showing a rise even as there is a decline in unemployed person 
days; and (iv) employment generation under public works programmes in relation to the extent of unemployment. 


eg- 

! i£ 

'.'ii 


LABOUR market in Andhra Pradesh has 
some unique characteristics. Next toTamil 
Nadu, it records (he highest proportion o!' 
agricultural labour households. Among 
such households, casual labour forms n 
large majority and has been growing 
Female work participation talcs are high, 
the highest among the major states When 
usual principal status workers alone are 
considered, it is also one of the major states 
recording high rales ol usual status 
unemployment among both males and 
females. Unemployment among rural 
educated is high and is growing, resulting 
in the rise of a class of frustrated youth 
attracted to naxalism. Such unique 
characteristics make the study of licnds 
and dimensions of unemployment in 
Andhra Pradesh necessary. 

In considering the trends, we examine 
some propositions relating to the labour 
market observed in literature These are. (11 
assoc uUon between casual lahourptoportions 
and unemployment: (2) unemployment and 
rural poverty: (3) decline in elasticity ol 
unemployment to output: and (4) puzzle ot 
growing usual stalus unemployment 
associated with declining unemployed person 
days. Besides, we also examine the 
dimensions of puhlic works progi amnics in 
relation to the challenges of unemployment 

I 

Trends in Unemployment 

Daily St a tvs Unf.mploymfni 

The moat comprehensive measure of 
unemployment among all the measures 
applying time criteria is daily status 
unemployment. It captures chronic 
unemployment, seasonal unemployment 
and intermittent unemployment in one 
■ingle measure. By this measure .rural rates 
of unemployment, which were high in the 
1970s both for males and females, showed 
a significant decline in the 1980*. Rural 
rate of unemployment for males showed 
» decline from §.07 per cent in 1972-73 
<*>4.90 per cent in 1987-88 and rural female 


rate of unemployment declined from 16.35 
per cent to 9.40 per cent, They continued 
to he around double fixe corresponding 
rates for males. F.ven urban rates of 
unemployment continued to decline, though 
not so sharply, .md were lower in early 80s 
as compared to 70s. Yet. it needs to Ik-, 
recognised that female rates of 
unemployment, even in urban areas, 
cxccdcd the corresponding male rates. It 
should further he recognised that 19X7-88 
was marked by a reversal of the decline 
in unemployment m urban areas, both tor 
males and females (Table I). The sharp 
dec line seen in rural unemployment as in 
19X7-K8, despite it being a hud whether 
year, could partly he attributed to the 
outflow of rural unemployed labour lourhan 
areas and partly due to employment 
programmes. It needs to he noted that even 
while llie rale ot unemployment shows a 
deline, the absolute numbersofunemployed 
have been rising even hv this measure. 

Uxt'AI. Si ATI'S UNhMFLl lYMl’VI 

The usual stalus unemployment late by 
principal occupation measures chronic 
unemployment. As is to be expected, 
chronic rural unemployment, in the context 
of widespread poverty, is low. As in i983. 
it was only I 44 |Kr cent for males and 0 9 
per cent for females in rural areas. F.ven 
in 19X9-90. it was only 3.05 per cent for 
males and 1.38 per cent tor females. After 
all. poor people cannot be expected to he 
unemployed for long periods. Since they 
have to survive, they have to do something 
or the other, however meagre IhcircamingN. 

The trends in chronic unemployment as 
seen for the three lime points. 19*3. 1987-R8. 

1 989- 90 for whicn dale are presented, show 
a rise for rural males. This is in contrast to 
the daily status unemployment which shows 
a falling trend. The lower figure shown for 

1990- 91, 'a thin sample’, needs to be' 
confirmed by the final tables. 

The rural female chronic unemployment 
rate, however. shJfws sharp fluatuations. 


i e. a sharp rise between 1983 and 19X7 XX. 
and a sharp tall between 1987-88 and 
1990-91. It apiicars that til is is partly related 
to the rise in the rates of work participation 
of females during had weather years to 
supplement lannly incomes and their 
withdrawal Irotn the labour market when 
tile clops are good (Table 2) 

Unemployment hy usual principal 
status in urban areas is at a much higher 
rate as compared to rural areas, nearly 
four times fo; males and around five limes 
for females in 19X3. These rales suggest 
a spilloter of rural unemployed to urban 
areas, Even in the urban areas, female 
rates Jo not show a consistent trend but 
show sharp fluctuations - a sharp rise in 
years with low per capita incomes and a 
sharp fall in yc-ais v th high per capita 
income. 

WlTKI.Y St ’.TVs list MIT .'YMF.N1 

Weekly status unemployment measures 
the seasonality m unemployment since 
those unemployed for the whole week 
alone are considered unemployed by this 
measure. The weekly sinus for male and 
female unemployment, as is to he expected, 
shows a sharp rise between 1983 and 
1987-88, as in Uic case of usual status 
unemployment. BuL unlike usual status 
unemployment which continued to rise 
through 19X9-90. weekly statu* 
unemployment shows a falling trend 
responding to good weather condition* in 
19X9-90. Urban unemployment rate* also 
show a similar trend. It should be noted 
that since weekly statu* unemployment 
rates categorise even those who work for 
an hour a day within a week, it 
underestimates the level* of unemployment 
and is a less useful measure as a basis for 
employment policy. 

It is tempting to infer from the data that 
there has been a falling trend in the rates 
of unemploytnent. except unemployment 
by usual status and daily status for 1987-88 
(a bad agricultural year). But such a 
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conclusion id no) warranted from three 
time point* tor the 19X0*. What could he 
dak) with confidence is that during good 
agricultural year*. such a* 1983 and 19X8-89, 
unemployment rate fall* and during a had 
agricultural year. such a* 1987-88. 
unemployment rate rise*. However. 19X3 
and 1989-90 arc comparatively good 
years. In per capita terms. 19X9-90 was not 
a better agricultural year than 19X3. Yet. 
weekly status unemployment and daily 
status unemployment showed a deeline 
even in a had agricultural year such as 
I9X7-8X. It appear 1 "therefore, that public 
intervention in tlie employment market has 
been yielding some results in terms of 
declining trends. 

Andiira Compared to Am.-India 

Two measures are used to compare (he 
unemployment rates of AP with that of all 
India: (i) changes in the ratio of AP 
unemployment rates to corresponding all- 
India rates, and (ii) (he rank of AP hy 
unemployment rates among the major 17 
states and the changes therein. 

Chronic unemployment a> measured hy 
usual status shows thai the AP position is 
consistently lower than the all-India 
position at all lime points both in I970.< 
and in 19X0*. But ratios arc rising over 
time, suggesting chrnnic unemployment in 
AP is increasing at a faster rate for rural 
males as compared to all-India. 

The picture for females is however 
different. Firstly, it shows sharp fluctuation 
from year to year. Secondly, chronic 
unemployment for females exceeds that 
of all-India in a bad agricultural year amt 
tails below all-India in a good agricultural 
year. If an inference is to he drawn on the 
trend, the rale of chronic unemployment 
could be said to increase at a faster rale 
in Andhra Pradesh as compared to all- 
India. The urban picture however is 
different. In the 1970s. chronic unemploy¬ 
ment rale was higher in AP a* compared 
to all-India. But in the l9X0s chrome 
unemployment was lower in AP as 
compared to all-India. The trend appeared 
to he one of reallivc decline hut the position 
got reversed in 19X9-90. 

As in the ease of rural females, unemploy¬ 
ment rate among urban female * shows large 
fluctuations from one lime period to 
another. 

The daily status unemployment rate for 
males is consistently higher than the 
corresponding all-India rate. The ratio 
exceeds one in all the rounds. But what also 
needs to be noted is (hat the ratio is falling, 
indicating that the rate of daily status 
unemployment is falling at a faster rate 
compared to all-India. 

Even in the case of females, the rate of 
daily status unemployment is consistently 


higher than the corresponding rate for att- 
India. 

Three conclusions can hroudly be drawn 
from the data. Firstly, both the daily status 
und weekly status unemployment rates are 
consistently higher than for all-India. 
Secondly, over a period. the AP rates, 
however, appear to decline faster than the 
alltlndia rate. Thirdly, usual status 
unemployment rate in AP is consistently 
lower than all-India. But it has been rising 
at a faster rate (Table 4). 

Rankinc or AP 

Usual status unemployment rule in the 
rural areas lor males in AP was in the 
middle position in the 70s. The middle 
position continued even in the KOs. if the 
first half of the year 19X3 alone is 
considered. If the entire year is considered 
for the 3Kth Round, the rank of rural 
unemployment rate in AP rises to live in 
the case of males and to six in the ease of 
females. In the urban areas, however, 
there is a fall in the unemployment rate in 
the early XfK as compared to the 70s 
tTahle 5 1 


ChungtBK Maumhumof 
Employment and Unemployment 

The changing dimensions of employ m 
and unemployment studied in this sect 
eover the following aspects: 

(i) urban and rural 

(ii) agricultural und non-ngriculturul 

(iii) male and female 

(iv) social groups. SC. ST and others 

(v) poor und mm-poor 

(vi) developed und lesx developed regk 
within AP. and 

(vii) dimensions of employment program!) 

RiraiAJkban Scenario 

The dimension of employment a 
unemployment for rural and urban an 
for three rounds of AP are presented 
Table 6. The total population in APbctwt 
I9X3and 19X9-90 has grown at a eompou 
rate of 1.85 percent p a. the rurul populati 
at 1.31 per cent and (he urban populal' 
at 3.56 per cent. In the same period, 
labour forte has grown hy 1.84 per ct 
for total und 0.X5 per cent in rural und 4. 


Taui k I: Tri-nix. in Daii y Status I 'm,.siii oymi-.vi in Al* 

l os o /»-r rent «/ labour for 


Round 


Rural 

I'lban 

Rural 

Urban 

Rural i 


M 

I- 

VI 

F 

(M and Ft 

(M and Ft 

Urts 

27«l«( 1972 73» 

8.1)7 

16.35 

11.48 

17.47 

11.2' 

13.03 

It 

32nd (1977-7X1 

8.20 

14.30 

10.70 

15.2' 

10.47 

11.81 

n 

38th t I983i 

7.87 

10.54 

9.4' 

12.09 

10.03 

8.31 

9.7 

43rd (198?-XX) 

43)11 

9.40 

io.io 

13.20 

6 re) 

10.93 

8.3 

4'lh 119X9-901 

na 

na 

»; i 

IM 

na 

n» 

II 

46th i I99ti-9|1 

IU1 

ua 

n:i 

fi;i 

mi 

m» 

n 

Soon f\ Dal.ilor 27lh. '2nd Rounds drawn 1 mm Mmhasamt Ma|Umdat (1987 1 . Data tor 3Xlh; 

43rd Rounds trout Sar\-ek\hana. April 1988. pp 61-62 amt September 1990, p 1 

le.-pcciivcly 

For 45lh Round, daily status unemployment is not reported. 


Taw I-.2:TkkMx in 1 'm-mii oymi-nt in Al’. by t 

m'ai I’kisaii-Ai Si Airs 


Round 


Rural 

1 'ihan 

Rur.d 

('than 

Rural ; 


M 

F 

M 

i 

(M and Ft 

(M amt F) 

1 'tb-j 

'Xlh()9Xf| 

1.44 

0.9| 

<.'9 

510 

1.20 

554 

1.9 

43rd 1 19X7-88) 

2.5t) 

4.50 

6.40 

9.18) 

3.29 

6.»)8 

4.0 

45th (1989-901 

3.05 

1.38 

5.(81 

1.57 

2." 

4 04 

II 

46th (1990-')! *• 

0 5' 

0.88 

6.06 

5.42 

0.5' 

5 84 

n 

Soon r\: principal usual status pp 62-6' loi 43rd Round, pp 2'-26 lot *Sil> Kouml. Figures Iri 


pp ‘iti-92. 45th KiHimt. 

• < 'isinesy of Director. Bureau of Fvobouiics amt Statistics. Ilk' -.uuple i« thin ami ihr it 
si*slid tv viewed with scepticism. 


Taw i-TukSfx in I'\i mii oviikvr«s Al*m t’raasvi Wi-hoy Siaon 


Round 

Rund 

M , 1 

t'fhan 

M 

I- 

Rural 

(MnndFl 

Utbn 
(M am' 

'8th (198 'i 

3.52 

4.79 

6.47 

6.6' 

4.18) 

6.8. 

43td (1987-88) 

4.00 

5.30 

6.80 

9.(81 

4.4*) 

7.X 

45th (I989-90| 

2.72 

2-21 

6.26 

3.37 

2.41 

5 . 5 ; 

46th (1990-91! 

2.71 

3.41 

6.82 

7.22 

3411 

6.61 


Sources-. Data lor filth. 43rd and 45th Rounds, pp 27-28.116.93-95. SonckxhaHa. September I9< 


respectively. 
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per cuoiinutbim area*. The rate of growth 
ofMOMity amployodby principal auto* an 
well a* rate of growth of principal unci 
subsidiary aiatua have been considerably 
lea* than the growth of labour force in rural 
and urban area*. In rural area*, the disparity 
between the rate of growth of labour 
foroeandemploymentover the seven-year 
period waa much larger. The rate of 
growth of rural employment by principal 
status or by principal and subsidiary 
status was lean than one-half the rule of 
growth of the labour force. As a result, 
rural usual status unemployment has grown 
at a high rate of 21.4 per cent, one and a 
half times the rale of growth of total 
unemployment during the period. Total 
unemployed by usual principal status rose 
from 0.50 million in I9K3 to 1,2K million 
in 19*9-90. 

Thera has been considerable migration 
from rural to urban areas during the period, 
the urban rate of growth of population 
showing nearly three times the rate of growth 
of rural population. In usual status 
employment, the urban share increased from 
16.37 per cent in 19*3 to 20.32 per cent in 
19*9-90. 

Weekly status unemployment, which was 
higher than usual status unemployment 
both in I9H3 and 19*9-90. showed a 
considerable fall in rural areas. The rale of 
growth of unemployment during the seven- 
year period declined by 11.50 per cent per 
annum in rural areas. This decline cannot 
be treated as a trend but could he attributed 
to the rise in agricultural production 
(see Tables 7 and 7A). 

The urban rate of unemployment also 
showed a fall during 19K3 in 19X9-90. It 
may be noted that the per capita tie) 
state domestic product (NSI)P) of 
agriculture as well os total are higher in 
19*9-90 as compared to 19*3 by a 
considerable percentage. Yet the absolute 
numbers of usual stutus unemployed as 
well as the current daily status unemployed 
rose both in rural and urban areas Tills 
is because of the fact that ill intervening 
period there was an addition of 3.6 million 
u< the total labour lorcc in AP and 
elasticity of employment to output 
declined, as wc shall see in a subsequent 


section. NSI)P. during the period, has 
been the highest. Yet. the Hulk of un¬ 
employment continues hi be concentrated 
in rural areas, though there has been an 


increase in the share of urban areas am.mg 
the unemployed In recent years as a 
consequence of growing migration from 
rural to urban areas. 


Tsai s 5: Ranonii dp AP in Max* Statbs av Rats <*> liman ovotwr 
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Usual 
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Current Daily Status 

Current Weekly Status 

Rural 
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M 1 
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M 

F 

M 

F 

M 

F 

M 
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( 

6 

3 

2 

4 

1 

2 

2 

3 

1 

2 

1 

32nd round (Jao-Juae) 

9 

4 

4 

6 

5 

2 

* 

4 

4 

1 

2 

5 

38th round (Jim-June) 

9 

4 

11 

II 

5 

2 

X 

7 

5 

.3 

12 

12 

3Sth naiad (full year) 

>0 

6 

10 

10 

5 

6 

4 

6 

X 

X 

7 

9 

43nl naiad (tall year) 

to 

7 

7 

10 

6 

5 

4 

h 

10 

ft 

9 

( 

45th naind <fuU year) 

5 

5 

4 

X 

K1 

na 

Bit 

m» 

6 

1 

5 
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Sowce.x: Data (or 27th. 32ad. 38lh Rounds from SanrlstwHd. Vot IX. No 4. April 10*6. 
Fur .Will Round, pp 121.61. April I MX. Table 25. 
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Stanm: ** Stinrkxliaiw. 43nl Round. January 1992. Special Issue. M* 

* Isiimutcd troni 1991 Census population. 

♦ I slimmed using llie proputltun ol 43rd KiHind. 

•** llie figures shown under 45rii R lor daily sialu- uncmplcivmcai are cellmates. Tbr 
estimation is done on assumption Dial r.Sio id d.iilv dams lo weekly sialus uneiupkw 
meal ol 19X3 Ih >)d> go.*! tor 19X9-90. The figures are derived by applying esuauoed 
population ol 19X9-90 excluding children below fne years a> shown in age group 
dislnbulion of 4.3rd K I1987-881. 


Tawi-4: Rathhs- AI'Ummu ovue.ni to Ah -India Unemh oYMtvi 


Ruund 


l Muil Status 



Daily Status 




Wcvklv Status 




Rural 

Utbun 

Kura) 

Uibaa 

Rural 


Uibu* 

Rand 

M+F 

Uabaa 

M+F 

M 

V 

M 

1 

M 

I- 

M 

F 

M 

1 

M 

F 

27th (1972-731 

0.61 

0.V 

1.43 

1.21 

1.45 

2.3* 

1.44 

1.61 

- 

- 

- 

- 

- 

- 

32nd(l977-7*| 

0.83 

1.0* 

1.06 

O.XX 

1.27 

I.X2 

1.26 

1.32 

“ 

- 





3Kihtl9X3) 

0.72 

0.38 

0.92 

0.79 

1.16 

1X6 

0.9(1 

1.04 

1.03 

1.75 

0.97 

1.07 

AM 

AA 

43id(|9K7-XX» 

O.K< 

1.29 

0.94 

0.70 

1.06 

1.40 

1.14 

M0 

0.95 

1.20 

1.0* 

0 98 

AM 

AM 

45th (1989*90) 

1.32 

1.01 

1.17 

0.51 

AM 

AM 

AM 

AH 

1.1.3 

129 

1.37 

0.85 

1.85 

M* 

4Nh(l<W-9l) 

0.32 

l.ll 

1.34 

0.79 

Ml 

A» 

an 

AM 

1.23 

1.60 

1.34 

1.35 

t.« 



1 .knurr**: Data for 27th, 32nd to" 1 3*th Rounds is drawn from .Vnnfktkmw. Vni fX. No 4. April f 9*6. For 43rd Round .VaneAvkawa. September 1990. 

I p 114. For 43th Round Sanrtriiana. July-Septemher 1992. Vot XVI. No I. p*A. 
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A«UrH.TU*t£ VS NoN-Ar*tCU.7VRB 

The elasticity of employment both in 
agriculture and non-agricultural sector in 
AP sliows a considerable decline (Table 8. 
9 and Appendix). Between tbe two. 
agricultural sector shows much poorer 
elasticity. A number of factors which have 
been operating within the agricultural sector 
contribute to the declining elasticity. The 
maintenance of plough cattle has declined 
over a period and tractorisation has 
increased at a rapid puce Secondly, area 
under high yielding varieties (HYV) has 
come to a saturation point. Thirdly, the rate 
of growth of irrigation has declined. 
Fourthly, there has been a shift away from 
labour intensive crops like rice to social 
forestry and pisciculture. As a result labour 
jse per hectare in net sown hectare has 


Tabi fc7: Net State Domestic Frowst 
at F.mtor (Tost 
(Constant Prices. 1 * 11 ( 0 - 81 ) 

(RsCrore) 


fear 

Agri¬ 

culture 
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Capita 
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11453 

1826 

990-91 

4422 


11815 


* The 

denominator, in this case. 

is rural 

population. 




i 

i 

< 

< 

t^ 

U) 

5 

is Growth 

ears 


NSDP 

NSDP 



Agriculture 

Total 

82-83 to 1987-88 

-1.00 

2.15 

.87-88 to 1989-90 

9.97 

9.84 

982-83 to 1989-90 

2.01 


4.29 


ourre :Statistical Abstract , 1088. 1090 and 
1991. Government of Andhra Pradesh 
Table 13.1 


declined from 42ft in 1977-7R to 379 in 
1987-88. 

For rural males (main and marginal 
group), there is u decline in the share of 
agriculture from 77.13 per cent in 1983 to 
74 per cent in 1987-88. For females also, 
there is a decline in the share. Within non- 
agriculture categories, in rural areas, for 
males, there is a continuous increase in 
mining and quarrying manufacturing, 
construction, trade and services. For 
females also, similar increase in every 
component in non-agricultural sector is to 
be seen. The biggest addition in per cent 
share is in construction, followed by trade 
and services. Similarly, for females, the 
biggest addition is to he seen in construction 
activity followed by manufacturing. In 
urban areas also, construction activity 
figures prominently. 

A scrutiny of the data presented in Table 8 
shows that the rate of growth of non- 
agriculture which wus high between 1983 
and 19S7-8K slowed down when 1983and 
I9K9-90 are considered both for AP and 
all-India. The rate ofdectine ismuch greater 
wlien rural areas alone are considered. This 
is partly attributed to the poor backward 
and fnrwurd linkages of agriculture with 
manufacturing. Backward linkages in terms 
of modem inputs in agriculture do not 
yield much employment since modem 
inputs of agriculture like pesticides and 
fertilisers, etc. arc capital-intensive and 
tend to be located in urban areus. Forward 
linkages are said to be better in terms of 
employment prospect* in rural areas. But 
even these are capital-intensive and modern 
agro-processing displaces traditional 
processing industries. There needs to be 
high rates of agricultural growth with 


■ i £ 

equity to compensate for ttte decline » 
elasticity ofempkiymetrtin agriculture. High 
rate* of agricultural growth with equity are 
feasible if there is a shift in itrvestthanU in 
backward areas in which current yields are 
low and underemployment rates are high. 

ft needs to be recognised that tbe more 
substantial contribution to employment 
through agricultural growth is not via 
backward and forward linkages but via 
contribution to growth in per capita income 
for the mass of people in rural area* and 
consequently through change* in 
consumption pattern which increase the share 
of non-agricultural goods and services. 
Among non-agricultural products, trade, 
transport and service sector are likely to 
increase at a faster rate in rural areas as 
location of manufacturing industry depends 
on infrastructural development and 
economics of agglomeration. 

The NSS data on the slowing down of 
non-agricultural employment is further 
confirmed by the Census data of 1991. The 
percentage of main and marginal non- 


Tabi h 10: NoN-AiiRK.in.Ti'kAi Workers. AP. 
1981-91 

(million i 



1981 

19*11 


Census 

Census 

Household industry 

1.064 

0.955 

Other workers 

5.832 

7.974 

Marginal workers 

1.872 

1.518 

Total workers 

8.773 

10.447 

Mata and marginal workers 
Non-agricultural workers 

24.5IK 

29.963 

as per rent of total workers 

35.80 

34.87 


Source:Statistical Ab\trart of AP. 1983 and 
1990-91. 


Tabi e 9: Kates of Growth of Gross Domestic Prouih.t ami Emh oymfnt in AP 


Year 

GDP 

(Increase in Ks) 

Rale of Growth 

Rate of Growth 
of Ernolovmoni 

Elasticity of Emp¬ 
loyment to GDP 

A 

NAG 

A 

NAG 

A 

NAG 

A 

NAC. 

1983-84 

4196 

5739 

- 

- 

- 

- 

- 

- 

1987-88 

3892 

6916 

-1.9 

4.77 

0.4 

6.4 

- 

1.34 

1989-90 

4675 

8203 

1.6* 

6.13* 

n.l* 

4.8* 

0.06 

0.78 

1990-91 

4631 

*660 

1.4 

6.05 

lift 

M 

oa 

ft* 


Note- A Agriculture, NAG Non-agriculture; NA not available; * Rale of growth between 1982-83 
and 19(9-90 


Tabi e 8: Rate of Growth of Emm oyment by Industry in AP and At.t -India 


(Usual principal and subsidiary status) 

( million) 


ad or 


Rural+Urban Emnkjvment 



_Rstcof Growth_ 




AP 



All-India 


AP 



All-India 

1983 

1987-88 

1989-90 

1983 

1987-88 

1989-90 

19^/1987-88 

1983/1989-90 

1983/1987-88 

1983/19*9-90 

ricuttund 

19.07 

19.50 

19.30 

196.71 

196.71 

206.87 

0.4 

0.1 

ail 


2.56 

on-AgrKuUund 

7.39 

10.10 

10.26 

90.66 

125.50 

117.51 

6.4 

4.8 

5.89 


3.78 

and 

27.46 

29.60 

29.56 

287,37 

322.20 

324.38 

t-51 

1.51 

2.31 


0.18 


06.91) 

(34.12) 

(34.71) 

(31.55) 

(38.95) 

0622) 







Me. Figures in brackets are percentage stare of non-agricultund workers 
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agricultural woriccrttibowed a decline 
between I9R1 aad 1991 from 34.KSm to 
34m (Table 10). There is aUo an absolute 
decline in those employed in Irouxchold 
induatry. 

In brief, the declining elasticity of 
employment within agriculture and non- 
agriculture (see Appendix) coupled with 
slowing down of the growth of non- 
agriculture, worsened the employment 
position in the late 1980 k and early 1990s 

Getsirot Aspect 

The gender issue has figured prominently 
in discussion on employment and 
unemployment. It is suggested that modem 
growth process marginalise,-, female workers 
It mokes them more dependent on male 
heads. It is further suggested that this 
development has adverse implications for 
women'sdcvckjpmcnt and consequently for 
total development, since women's 
development holds the key to total 
development via the effects on literacy. health 
and nutrition. Evidence is also produced to 
show that incomes of the women arc spent 
on household and children much more than 
the incomes of the males. 

Against this background, wc examine the 
evidence on trends in work participation 
rates and also wage rale s of male* and fem a le - 
a* seen from NSS data. In all the rounds, 
by all measures. AP female rates exceed the 
ail-lndta rates 

Evidence available Irom NSS for the 
1970s does not show a decline in the lemale 
participation rates. Comparable evidence 
lor the 1980s-38th. 43rd. and 45th 
Rounds - however showed a different 
picture (Table 11). For this period, there 
was a decline. The decline in female work 
participation rate should not be viewed 
with concern because lemale rates art 
among the highest observed lor the states 
Further, a high rate of tcmaic work 
participation is not necessarily an index ot 
progress. Among poor households, women 
are compelled to work at the costed looking 
after their chili|pcn. 

Another issue raised m icgaid to tender 
is the work participation of females in non- 
agricultural activities. It is suggested that the 
growth process brings about a decline in the 
shareof agriculture -related aeli vn ie< in which 
the per capita incomes are low and shifts 
activity to non-agriculture in which the 
incomes are high. But the growth process 
does- mU benefit the females as much as 
males, since market forces do not enahic 
them to shift tohigherpaid non-agricultural 
activities. Weex amine the evidence available 
on this issue. 

The evidence on the share ol non- 
agricultural activity shows that in the 32nd 
, and 38th Rounds, for both male* and Icmales. 

i 'here has been a decline in the share of 
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Ta*1& 11; PsxasxTMt* or Wo«mj! A*o5+Atco«r»*«;ToUsUAi Puubwai Si ads 
CuRWDrrWsKLV awCuxxsktDmi y Status - AP and Au -India, Rijxai 
(Maia ami Marginal Workers) 


Status/Round 




Round 




27th 

32nd'' 

38(h 

38th- 

43rd 

45lli 



Males 




Usual vaiia adjusted 

AH 

72.36 

71.15 

70.82 

70.12 

68.89 

70 60** 

All-India 

63 84 

64.06 

63.23 

63 45 

62 25 

MHO 

Current weekly status 

AH 

67.72 

66.54 

64.69 

64.88 

03.91 

66 57 

All-India 

61.42 

59.94 

58.98 

59.29 

5821 

61.47 

Current dai!\ status 

AP 

63.34 

61,82 

60.38 

60.52 

63.10 

65.72“ 

All-India 

57.99 

56.12 55.43 

Fete ales 

55.86 

SI ftfs 

61.1(1** 

f 'sual status adjusted 

AP 

52.53 

51.71 

53.41 

54.37 

54.42 

5323** 

Ait-ludia 

Current weekly \Uitus 

37.51 

38.48 

38 74 

39.30 

37.12 • 

76.31 

AP 

36.98 

38.95 

37.88 

40.76 

41.10 

46.52 

All-India 

30.52 

25.92 

25.02 

2627 

25.28 

26.10 

(.utrent (tails status 

AH 

29.81 

35.47 

33.00 

35 13 

37 79 

n;* 

All-huha 

2522 

21.63 

21.76 

22.90 

23 79 

n«t 


Sources-. I Sars-ekshana. April 1986 for Januaiy-June data. 

2 San-rkshana. July-Scplember 1990 for .38lh Round. 
* Sarvekshana. July-Sepcemhei 1992 for 45lli Round. 
” Lslmuiled figures. 


I'Mil k 12 SrMBI k <*• PkKVISs I'sllAI I V UnF.MI1 OVF.Ii IFk 1 .000 PkAsONS IIT StX AND Kt.slUfeSCl- 
StaP’s h* Laiii Horswinur Gtuirr Au -India (1987 88) 


HoMSctatM 

Round 

Male 

Female 


H S 

US PS 

(excluding subsidiary statu-) 

US 

Rmal 







ST 

43 (1987-88' 

8 

4 

* 

6 



38(1983i 

4 

3 

l 

1 



32 (1977-78) 1 

4 

- 

10 

- 


S( 

43 (1987-88) •' 

13 

9 

14 

n 



18(1983) 

10 


4 




32(1977-78) 1 

11 

- 

22 

- 


< Xliers 

43(1987-881 

|7 

11 

8 

7 

« 


38(1983)* 

13 

9 

4 

3 

* 


32 (1977-78) 1 

14 

- 

13 

- 


1 Irhan 







■S3 

43(1987-88) 

24 

22 

0 

5 



38(1983) 

26 

24 

4 

4 



32 (1977-78i • 

22 

- 

17 

- 

\ 

s r 

43(1987-88)* 

35 

29 

- * 

8 

4 


78(1983) 

72 

26 

8 

6 



32 (1977-78 ’ 

34 

- 

34 

- 


(hirers 

43(1987-88| 

32 

28 

12 

10 



38(1983)- 

71 

28 

9 

8 



32 (1977-78) 1 

33 

- 

26 

- 



Sotuce: Sotvekslianu, issue No 49. Octiiber-Deccmher 1991. p6* 

P S = |>nnrip:d status; t ’ S = usual status 

J = t : S excluding as rates were not generated by social group for ,32nd Round. 
2 includes neo-buddhisLs 


Isr.i k 1.3. Npvsi-k Pt-kvwis t'siAii * t 'st.mii own. 1987-88, AH and Au Tniaa 
1.(881IVrsoos, Rural t 



ST 

SC 


(*«b«s 


• 

M 

F 

M 

T 

M 

F 

Audit! a Pradesh 

Principal mams and subsidiary status 

4 

13 

|5 

37 

16 

15 

Lxciudme subsidiary status 

4 

13 

4 

26 

W 

13 

All-India 

l*n nopal status and subsahary status 

8 8 

13 

14 

17 

> 

Lxciudreg subsidiary Mat us 

4 


9 

M 

1J 

7 


Source: JanrUuM, Octtber-Decemher 1991. 


1995 


*15 



agriculture ami increase in the share of non- 
agriculture. During 19X3 and I9X7-XX. the 
rate of increase formaies(6.06 per ecnOhax 
been much greater than lor females. But. 
within (he non-ugricultural sector, (he rate 
of rise in manufacturing for females 
between the two time points is mil much 
different from the corresponding rates 
observed lot males. Tliis may iKiwevernot 
convey much, since manufacturing 
comprises heterogenous elements with 
varying levels of remuneration. It is quite 
possible that within manufacturing, females 
may be pushed down to low wage 
.occupation, while males occupy high wage 
occupations. Therefore, we examine (he 
trends in wage rales formates and females. 

Females get much less than males in AP 
in all comparable categories. In the ease 
of construction, while male illiterates got 
Rs 9.52. female illiterates got Rs 5.64. In 
tirade, the average wage for males was 
Rs 16.07. while for females it was Rs 10.KX 
per day. In service category, difference is 
much more - females Rs 6.22 and males 
Rs 31.13. Wc may look at the all-India 
picture for comparison of trends in wage 
rates. 

The comparison of money wage rate at 
all-India level for males and females for 
regular salaried employees as well as for 
casual labour suggests the rate of growth for 
females in both agricultural and non- 
agncultural has been less than for males. 


Tsais 14: Poverty Line (Rs) Pes Cawta 
Pe« Month 


Year 

All-India 

Rural Urban 

AP 

Rural Urban 

1973-74 

49.63 

56.96 

41.71 

55.lt 

1977-7* 

56*4 

72.50 

50.** 

71.56 

19*3 

*9.45 

117.64 

72.66 

111.84 

19*7-** 

115.43 

165.5* 

91.94 

159.50 


Sourer: Report of the expert group «b estima¬ 
tion of proportion aad number of poor, 
perspective Planning Division. Plan- 
BingComnusxioa.GOl.July 1993, p 36. 
Table 4.1. 


Table 15: Unemitoyment by Pbb>on Days 
(00) - Poo* anti Non-Poo* (Rihai Totai ), 
19X7-**. AP 


Category 

Unemp¬ 

loyed 

Person 

Day* 

Employed 

Person 

Days 

PerCent 

ofUaemp- 

toyed 

Person 

Days 

Poor 

26136 

292*47 

*92 

Noe-poor 

71570 

10*3547 

6.61 

Total 

97706 

1376394 

7.09 


Afore: As per the expert committee, the rural 
poverty Mac in AP is R* 96. For the 
purpose uf this table. Rs 95 is lake* as 
poverty Mae. 

Source: Sarvelithuria. 43rdK. State data, 
TaMe 47 of AP. 


This suggests the continuing bias against 
females in (he labour market. 

The fate of growth of employment 
between 19X3 and 19X9-90 hus been lower 
for females than for mates. Possibly, in a 
period of good weather, females withdraw 
from the labour force end this accounts for 
a lower rate of unemployment for ruul 
lemales in the 45th round. 

Reference has been made earlier to 
unemployment of males and females. As 
compared to males, female rates of un¬ 
employment in rural ureas, by usual principal 
status, was lower in 19X9-90. The rate of 
rise also was less. However, trends in daily 
status unemployment continue to exceed 
male rates of unemployment in all the time 
points, and over time the. share of females 
in total unemployed person days has been 
rising. 

S<s iai. Grists: ST am*SC Wi*ki»s 

The most under-privileged among (he 
social groups are the SCs and STs. In AP 
in 1991 they formed 15.93 per cent and 
6.31 per cent of the population, respectively. 
Their percentages have continuously been 
increasing since 1961. It should be of 
interest to learn to what extent public 
intervention programmes have contributed 
to the removal of disparities with respect to 
unemployment. 

If is known that female headed 
households are among the poorest in 
society. The percentage of female beaded 
bouscholdsis 16.07 foe SCs in AP. whereas 
the corresponding figure for others is 
13.2 per cent. 

At dll-lndu level, the rural labour 
percentages are 63.1 per cent for SCs and 
31.1 per cent for others, when households 
are considered. Even in urban areas, casual 
labour population for SCs (26 per cent) is 
more than twice that for other* (10.03 per 
cent) (Table 12). In AP. rural agricultural 
labour households of SCs form a much higher 
proportion. 65.40 per cent ax against 33.3 
percent for others. Even in urban agricultural 
households, casual labour households form 
a much higW proportion in SCs as compared 
to others. The proportions are higher (turn 
for all-India also. 


EorAPrural. axial 9X7-XX.225 perbeni 
of the SCs and 44.9 per cunt of STs are 
below the Rs 95 group (state specific), 
while for others it is only 19.7 per cent. 
For all-India, between 3Kth and 43rd 
Rounds, in ail social groups, we find a 
reduction in the per cent of usually 
employed. But the rote of reduction of 
usually employed for SC males and SC 
females is much more than for others, 
suggesting that in a had year, socially worse 
off cate gories arc more affected than others. 

The highest rale of unemployment in AP 
is among scheduled caste females in rural 
ureas (Table 13). The rate of unemployment 
among them is more than double the rate 
recorded for others and nearly triple the rate 
recorded for scheduled tribes. Rural 
scheduled caste males have similar rate of 
unemployment ax other*, only slightly less, 
and a much higher rate of unemployment 
than scheduled tribes. In the urban area* 
also, scheduled caste females are the worst 
affected among all female groups with 
reference to unemployment. Sc heduledcaxtc 
mules do heller than others. Though urban 
rates of unemployment are high among all 
groups, scheduled tribes show the highest 
rate of unemployment umong urban males. 
In brief, there is no clear evidence that public 
intervention programmes reduce the 
disparities between others and SCs with 
respect to employment and unemployment. 

Unemployment and Poverty 

The earlier studies based on 19X3 Round 
NSS data show a strong relation between 
unemployment and poverty (Parthaxarathy 
19911. However, for 19X7-XX data, when per 
capita expenditure is related to rural 
unemployment rates by daily status, the 
correlation coefficient is found to be weak 
and insignificant. 

According to the expat group, the poverty 
line for AP for 19X7-88 was Rs 91.94 for 
rural areas and Rs 159.34 for urban areas 
(Table 14). We took Rs 95 as the poverty 
line for rural areas. Wc further distributed 
the total person days |>y daily status 
unemployment into those of the poor and 
the non-poor by per capita expenditure 
category. 


Ta»ib 16: Casoai Lakxmwas Pb* Cent t» Totai Uji'ai t.v EmitoybdBy 
Punch-ai ami Sobsksasy Status 


Round 


_AP_ 



._AJfclad|a_ 


Rural 

Urban 

_Rood 

_IM*#_ 

Male 

Female 

Male 

Female 

Male 

Female 

Male 

Female 

27thR (1972-73) 

2705 

4li6 

11.47 

30.65 

22.00 

11.4 

10.1 

23.7 

32»dK (1977-74) 

32.74 

50.67 

13.96 

30.17 

26.6 

35.1 

132 

25.6 

3*thK (19*3) 

3429 

50.39 

14.33 

31.73 

292 

35.3 

15.4 

28.4 

43rdR(l9*7-**t 

3*10 

49.70 

21.0 

3720 

31.4(1 

35JO 

I4A0 

25.40 

45diK (19X9-90) 

3X.73 

50.X4 

17.12 

27.61 

30.40 

36.30 

16.40 

2220 

46«bR(1990-91) 

40.97 

56.7* 

19.43 

32.77 

31 JO 

37.70 

154)0 

25.17 


Source: For 27th aad 32»4R. Mtahas aad Majoradar (19*7). 
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One thing that comcx out prominently is 
that the rate of unemployment of poor as a 
category is higher us compared to the rate 
of unemployment of non-poor though the 
functional relationship between per capita 
expenditure and unemployment rate is found 
to lie weak. The second fact that could be 
seen from the table is that the unemployment 
days of non-poor outnumber the 
unemployment days of the poor by around 
throe times (Table 15). This should be 
understood within the context of increasing 
share of dry regions in poverty. In these 
regions, time criterion does not adequately 
measure employment. This points to tlic 
inadequacies of using lime criterion lor 
measuring unemployment. 

Tile earlier studies have shown a high 
degree of relation between casualisation of 
labourandraleof unemployment. Visaria's 
study based on the provisional data of 27th 
Round. 1972-73. has shown that the 
correlation coefficient between the 
proportion of casual labour and the 
incidence of uncmployincni in terms of 
percentage in rural areas ol the 17 stales 
are 0.82. 0 90 and 0.85 lor males, females 
and total respectively, all statistically 
signilicant jI 1 percent level In tile urban 
areas. thcct<efficientis sigiiilic.ml.it I per 
cent level for males but not even at I pei 
cent for females and the two groups 
together Minhas and Majumdar (19X71 
extended the analysis of Vienna by using 
the evidence thrown up by 32nd (1977-78 1 
and 38th (1983) Rounds. The results of 
correlation by Minhas and Majumdar show 
the correlations to he high and significant 
for 1972-7.3 (final data) both m urban and 
rural areas. But. for 1977-78. correlation 
coefficients were lower. 

The authors conducted another exercise 
by pooling the results for three years 
These proved to be statistically significant. 
The elasticity of incidence of daily 
unemployment with respect to the casual 
labour was found to be 0 30 and 0.28 
respectively for rur.il males and total 
persons. The pooled estimates of the 
relevant elasticity worked obi to 0.72 and 
0.54 respectively for urban males and total 
persons. Minhas and Ma jumdar concluded 
that the sustained rise in (lie proportion of 
casual labour has been adisiurbing feature 
in rural India. 

In AP. the proportion of casual labour in 
total employed among all categories of 
labour rural males and females ami urban 
males and females has been rising and also 
is bigiier th the corresponding all-India 
figures tor all rounds iTable lb). As the 
proportions have heenr ising over the period. 
chic would expect a rise in the daily status 
unemployment in AP from Uic preceding 
analysis. But. in fact, even a* the casual 
labour j>r< >p- slums are rising, the daily status 
unempliiymcnt in AP show' a falling trend 


for both males and females in rural areas and 
in urban areas (27th to 38th Round). This 
might be due to a rise in public expenditure 
on employment programmes and growing 
absorption of casual labour in these 
programmes. 

Kiokjnai. DMansions 

The study tin unemployment rates by the 
Centre for Pconomic and Social Studies, 
Hyderabad, based on daily status for dry 
and irrigated /ones shows that irrigated 
/ones record a higher rate of unemployment 
luitli in poor and non-poor categories. 
This appears to be perplexing at first 
sight since irrigated areas have higher 
intensity of cropping, record higher wage 
rates amt also record migrants into these 
areas in peak seasons. But what needs to 
be recognised is that irrigated zones have 
higher proportion of agricultural labour 
and among agricultural labour, the time 
rate of unemployment is mueli higher As 
against these, in the dry zones, self- 
employed proportion is higher and among 
iliesc time rates of unemployment are 
low. though by productivity criterion, dry 
/ones record much higher rates of 
unemployment. Ill these the wage rates are 
also lowei. 


The CES S data further show that between 
1983 and 1987-88. both In the dry and 
irrigated zones, the rates of unemployment 
for (be poor have risen. 

It is only for the non-poor in the irrigated 
zones that the rates of unemployment are 
found to be tower. This scenario, as we saw 
earlier, is understandable for 1987-88, which 
was a had year as compared to 1983. 

Wage Rates by R bo kins 

We examined the wage rates as seen in 
1987-88 district wise, since level of wage 
rates provides insights into the level of 
demand for labour and employment of 
labour. The wage rates vary for males from 
Rs 7.79 in Rayalaxeema district to Rs 20 
in Krishna district of south coastal Andhra. 
In general. Rayalaseema. north coastal 
Andhra and Tclaugana are low wage 
pockets. Within north coastal Andhra. 
Visakliupa’tnam district shows the lowest 
wage rale despite heavy investment in 
Visukhapalnam city. It appears that 
investment in Visakhapatnam city did not 
have jny influence on wage rates in rural 
areas. In south coastal Andhra. Prakasam 
district is again a low wage district. All 
Rayalaseema districts record low wage 
rates. Within Rayalaseemadistrict. Kumool 


Tabi i: 18: Ai rt-.KNA i ivt : Km rM.vThs ns Kmitoyment Rnqi nut mknd.. 
AP ANl> All -IMS.* (1989-90). 



Available 
tor Additional 
l-juptoymcni 
(Million Personsf 

Person 

Days on 
Assumption 
of 100 days fo» 
Employment 

Expenditure Expenditure 

ai (he Rale ol Required on ihe 

R- |6 Per 1 )a\ Total Programme 

(Rs C'rore) (Assuming60 PerCenl 

as tjihourCost) 

Estimate l 





AP 

6.70 

670 

10050 

16750 

All-lndm 

69.00 

6900 

loiso 

172 6(1 

lisfirm i/t* II (unrtfiplo\r<lperson days in millions) 



AP 


1200 

18(8) 

.1(8X1 

All-India 


15050 

22 <75 

17625 

Estimate III tronsidering unempltneil pour pel-sons - poor as l/<nl <;/ the total) 

AP 


400 

6 (X> 

1 (8X1 

All -India 


5016 

7625 

12541 


Adt-NDOC : Sktooai Hmii oYMt.vr Fjasthtiik-' with Rt-Mt-.it r<> 
ShtokaI Gkoxs Ooutsiir PkixmiT 


Sector 

Period 1 

1972-73 to 1977-78 

IVnod 11 
1977-78 In 1981 

Pcnod ill 
1983 to 19*7-88 

1 Agriculture 

0.54 

0 49 

0.36 

2 Mining 

0.95 

0.67 

0.85 

3 Manufactunng 

1.05 

0.6* 

0.26 

4 ('onstrueiioa 

0.15 

1.00 

1.0(1 

5 Electricity. gas and water 

6 Transport, storage aad 

# 1*7 

0.74 

0.4* 

commuoi calioas 

0,76 

0.92 

0 15 

7 Services 

O.KO 

0,99 

0.42 

8 All vetoes 

0.61 

0.55 

0.3* 


Saurrr. Plaaatag CnountMtua. 1991 .Drop Eighth Five Year Plan, VoJ 11. N«w Delhi. Computed 
I rum MSS employ me at data na the Meat principal plus subridiaiy Mate* bams mi CSO 
National AccmmM* Statistics, quoted ta S MmHu (1993). 
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and Chittoor abow lower wage rate* lhan 
Cuddapah and Anampur. Rangareddy 
among Telangatia district* records the 
lowest wage rate. It appears paradoxical 
that rural areas adjacent to the metropolitan 
cities should record low wages. This may 
be due to the fact that in these areas, there 
is a draw of coital along with labour from 
rural areas into the metropolitan centres, 
and low growth rates, of agricultural 
productivity result in tow employment and 
low wages rates. 

InTelangana. Kangarcddi. Mabboobnagar 
and Khammam record lower wage rates 
than others. We attempted a regression 
analysis with wage rates as dependent 
variable and intensity of cropping and 
irrigation as independent variables. The 
regression result in logarithmic form for 
males is as follows: 

LogYl «* Log A ♦ 1.3871 LogXI (3 7196) 
+ 0.36561 LogX2 (0.173) 
where LogYl * male wage rate. LogXI 
is cropping intensity and LogX2 is 
percentage area under irrigation. The 
figures in brockets indicate l values. The 
value of R : is 0.5339. Cropping intensity 
is statistically significant suggesting that 
a 1 percent increase in this variable results 
in 1.39 per cent rise in male wage rules. 
The regression results for female wage- 
rates arc not found to be significant. 

It is also noticed that districts with low- 
wages are those with relatively low net 
sown area as a percentage of net cultivable 
area. For instance, in Kayalasecma. ncl sown 
area is 71.11 percent of the net cultivable 
area and in Tciangana. the net sown urea is 
62 percent. In these regions, heavy invstmcnl 
in land is needed. There is a possibility of 
using waste land, tallow and cultivable waste 
tor raising horticultural crops. But. in view 
of long gesiaiion period and the poverty ot 
the peasantry, such crops arc grown only on 
a limited scale 

III 

I'uzzle 

< >urpreceding analysis shows stagnantui 
in rate of employment growth combined 
with a falling trend in unemployment rate 
in terms of person days of unemployment. 
Tlic analysis further shows that the rale of 
growth of employment has been lagging 
behind the rate of growth of labour lorec. 
Ir. fact, the rate of growth of employment 
by usual status (principal and subsidiary! 
is around one-half of the raicol gtowth of 
labour force Yet unemployment rate by 
daily and weekly status is showing a 
tailing (rend. This puzzle needs to be 
lesitlvcd.WeetuunincWhedier employment 
'n terms of per»on day* per per m <n cm ployed 
lk n«mg. 

The rate of growth of person day 
employment by current daily status was 


negative between 1983 and 1987-88. So 
the puzzle cannot be explained in terms of 
rate of growth of person days of 
employment. 

The other alternative is to examine 
whether there are disparities in capturing 
the workers by various meaxures. Fur all 
rounds, it is seen that the percentage of 
workers captured by current daily status is 
less. Figures relating to the percentage of 
workers fall below the usual status workers, 
both for AP and all-India. This may possibly 
explain why according to current daily 
status unemployment is declining while by 
usual status, unemployment rates tend to 
show an increase over lime. The other 
possible explanation is that overtime, there 
has been a concentration of unemployment 
in dry areas and in these time measure 
criteria of unemployment do not capture 
the unemployed person days. 

Kmh.ovmi:nt PiwatAMMt* 

Unemployment in the 198f)x by usua I status 
lor three time points, i c. 1983.1987-8Kand 
I9K9-90. is shown in absolute numbers in 
Table 6. For AP. 1989-90 figures are 
estimated by us from the available data on 
rates of unemployment and estimated total 
and tural population for this year based on 
1991 Census. The total (rural and urban) 
unemployment by usual principal status 
shows a rise in A P from 0.50 million in 
1983 to 1.28 million in 1989-90. At all-India 
level, the corresponding unemployment in 
India was 7.40 million in 1983 and 6.61 
million m 1989-90 Of all-India, AP s 
proportion was 6.75 per cent in 1983 and 
19.3* per cent in 1989-90. 

Thus it appears that (he chronic 
unemployment rate tn AP has increased 
relative to jil-lndia. 

As regardscurrenl daily status unemploy¬ 
ment. Sarvrl \luinii docs not provide details 
for daily status unemployment for 45th 
round (1989 -90). Our estimate for APIor 
this year suggests a rise in unemployed 
person day s due to addition to labour force 
between 1983and 1989. But weekly status 
unemployment rates, which are available 
forNSS45ib round, arc higher for APboth 
in rural and urban areas as compared to all- 
India. It there is any relation between 
weekly status unemployment and daily 
status unemployment, we should expect 
the share of daily status unemployment of 
AP in all-India to rise in 1989-90. 

There could be alternative estimates of 
the dimensions of the employment 
programmes required, depending on the 
assumption of availability for public 
works programmes or for additional work. 
All those who rep<m unemployment may 
not be available for additional work. 
They may be available only in specifie 
loeations. tor specific fobs and at specific 
wage rates. 


In 38thK as welt as 43rdR details were 
elicited on the availability of person, for 
additional/allemati ve employment. Among 
the total worker* in all-india. amounting 
to 256 million in 1983, around 60 million 
reported themxclvc* available for 
additional/allemativc work.They form 23 
percent of the total population at all-India 
level. In AP. out of 26 million in 1983, 
around 6 million reported thcm*clves for 
additional/allemati ve work. In 1987-88, in 
AP a slightly higher percentage, i e. 24.4 
per cent or 7 million worker*, compared 
to 24 per cent or 69 million in all-India 
reported themselves for additional work 
These are worker* whoregard their incomes 
or work as inadequate and seek alternative 
additional work. Not all of them are. 
however, available again for 365 days, 
since these are people who have some 
occupation or other. One-half of the 
workers who reported themselves 'not ; 
fully engaged* were without work for less ; 
than 19 weeks per annum. Among these. j 
one-fourth reported 'without work or « 
work for less lhan 11 weeks’. Considering ‘ 
this situation, if we estimate the availability : 

per worker as 100 days (Table 18) for 
19X9-90. for AP 670 million person days 
per annum of employment is to be 
gc iterated. For al I - Ind i a. the corre spudding 
figure will be 6.900 million person days 
per annum 

It should he noted that among those t 
reporting available, the substantial part are 
casual agricultural laborers. An alternative ’ 
estimate is to consider the unemployed 
person days recorded as per the NSS data. 

They amounted to 1.200 million pci «.>nd:t\> 
palorAPand 15, OSD million person days 
per annum for all-India a, in 1989-90. 

Since all the days recorded under daily 
status unemployed days may not be 
available for work at all locations and at 
alt wage rates, and for all jobs, a third 
estimate is to consider . ie unemployed 5 
days of the poo- only -ir.je ;iicsc could - 
he expected to be available more readily 
than other.,. It was seen that in AP in rural 
areas, unemployed persondays of the poor, 
as in 1987-88. accounted for only 27 per 
cent of the total unemployed person day*. 

If we roughly take it is one-third, the poor 
have to be provided employment for 400 
million persondays in APand 5.01bmillton 
person days in all- india as in 1989-90. Fvea 
this minimum programme of employment 
will cost Rs 600 crorc p a at a wage rale 
of Rs 15 per day in A|*on labour abate and 
around Rs 1.000 crorc. pa on the total 
programme and Rs 7.525 crore p a in all- 
Indta on lahixjr and Rs 1 2.541 inn p a on 
nuai programme on the assumption that 
labour costs form 60 per cent of the total 
cost per annum The fora! resoutees utilised 
under lawahar Rozgar Yojan* tn 19*9-90 
were of the order of Ks 1X4 crore for AP 


HI* l 
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INDIAN STATISTICAL INSTITUTE 

SUMMER SCHOOL ON ADVANCED ECONOMETRIC TECHNIQUES 
AND THEIR APPLICATIONS 

Indian Statistical institute win organise a three-week Summer School on Advanced Econometric Techniques 
and Their Applications at its Calcutta campus from June 19 to July 7, 1995. The objective of the School 
is to familiarize its participants with the theory and methods of applications of latest econometric techniques 
like Specification tests for nested and non-nested hypotheses': Regression models with qualitative and limited 
dependent variable; Regression diagnostics; ARCH models, Vector autoregression; Tests of unit root; 
Cointegration; Nonparametric regression etc. 

The School Is meant for research fellows and young teachers/researchers working in colleges, universities, 
institutions, Government departments who are currently engaged in research on applied econometric problems. 
Applicants must have consistently good academic records with at least a Master’s degree in Economics from 
a recognised University/ Institution. They must also have a strong background in Statistics and/or Econometrics. 

There is no fee for the School. Participants will be provided free board and lodging in the Institute campus 
in Calcutta. To and tro second class railway fare by the shortest route would also be given. Applications 
are invited on plain paper stating (i) name, (il) mailing address, OH) sex, (iv) date of birth, (v) academic 
qualifications (mentioning the name(s) of Board/UniversIty/institution, year of passing, class/division and 
subjects), (vi) level of formal training in Statistics and/or Econometrics, (vH) whether board and lodging are 
needed and (vlii) present position. Each application must be accompanied by a short write-up of a research 
problem (which the applicant may be currently working on or intends to work on) and a recommendation 
letter from the head of the department/lnstitution/empfoyer. Applications must reach Dr. Nityananda Sarkar, 
Economic Research Unit. Indian Statistical Institute. 203, B.T. Road, Calcutta • 700 035, (e-mail 
tanyaOisical.emet.in) latest by 15 May 1995. 


SAGE PUBLICATIONS 


MARXIST THEORY 

AND NATIONALIST POLITICS 

The Case of Colonial India 
SANJAY SETH 

Esaenttelya history of Marxisttheory, the dwtinguishing features of 

this wort arethe questions it asks o#X» material, and Its mathodclojpcal 


Ttue wort ex amines how those committed to the social** project, 
conceived and imagmsd through Marxist categories, came to cast 
their gaze beyond Europe, hew. as they did so, they came to regard 
nationalism as the essential feature of the non-Westem world; the 
ways m which the relation between their own project and the 
naliana&st one came to be conceived in the context of colonial India; 
and the profound consequences of this encounter for Marxist 
theory, and for communist movements In Indte and eteeutfiere in the 
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FINANCES IN THE EARLY RAJ 

Investments and the External Sector 
ARUN BANERJI 

The end of the nineteenth century waa a period whan mHonal 
economies throughout the world exhibited a deflnte growth trend 

The Indian economy was abort the only one that stagnated during 

the period—a phenomenon which hae continued to baffle economic 
historians Adopting a new methodology, ArunBanaijidamonabstas 
fax ly conclusively that the reason* for India's economic stagnate* 
He m the fiscal policies of the colonial government, which has ter 
reaching w*d adverse exacts on the country Focusing on three 

major etemento of ItecalpoHcy—government llnancs: state kweatmert 

n pubic worts inducing raitwsys and irrigation, and the sxlamal 
account—Or Benei)i shows how the poHdaa adapted by Vie cotanW 
government directly effected resource ettocabon. national Income, 
emdoyment, the infrastructure, end social sectors euoh as health 
and education 
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(p 79of AtWurn/JTrpflrt 1990-QI of ministry 
of rare) development). 

ToUd employment jeneruted at all-India 
level in 19X9-90 wu *64 million person 
day* per annum (NIKI). Rural Development 
Report 1994,p 112) and formed only around 
17 per cent of our lowed estimates. 

At AP level, the average employment 
generated during the period 19*9-90 under 
Jawahar Rozgar Yojana was 73 million 
person day*. This forms 1X per cent of the 
lowest estimate of employment required. 
Thu*, the employment programme fell 
considerably short of the requirements even 
at the lowest estimates. There doe* not 
appear to he much change in this situation 
subsequent to 19X9-90. 

It is to be inferred that the dimension of 
employment programmes currently in 
operation in AP fall short of the 
requirements of even the minimum 
estimates. In view of the possible worsening 
of the position of unemployment due to 
lower elasticity of employment within 
agriculture and slowing down of the rate 
of growth of non-agriculture in (he early 
1990s. there is an imperative need for 
stepping up employment under public 
programmes and for stepping up public 
intervention in agriculture to compensate 
for the decline in employment generation 
by market forces and to raise capital 
formation in agriculture. The falling real 
wages in 1990s provide warning signals. 
The prospects for worsening private 
employment under New Economic Policy 
in the medium term and the compelling 
need for safely nets are added reasons for 
increased attention to (he issue. 

IV 

Conclusion 

(1) The trends in unemployment by usual 
status are rising but by daily status and 
current weekly status they appear to fall, 
possibly because the time criteria measure 
does not capture under-employ ment in the 
dry areas. 

(2) We should expect rates of unemploy¬ 
ment to rise by all measures with nsc in 
the proportion of casual labour. But ihis 
is not seen in recent data. This is again 
due lo tbc fact that as unemployment 
gets concentrated in dty regions, under¬ 
employment. hy criteria of productivity, 
becomes more significant than unemploy¬ 
ment hy time criteria. 

(3) Tbc relation between poverty and 
unemployment, seen in earlier studies, was 
also not observed in the data. This is due 
to three factors. Firstly, as poverty gets 
concentrated in dry areas, unemployment 
by time criterion becomes »n inadequate 
measure. Secondly, with rise in educated 
unemployed, a large number from non¬ 
poor record unemployment. Thirdly, a* 


public intervention programmes provide 
employment to poor, at least in part, relation 
between poverty and unemployment gets 
broken. 

(4)Tbc declining elasticity of employment 
in AP observed in tlte study is in contrast 
to curlier studies which noted AP as among 
the stales with high elasticity of 
employment in agriculture. A number of 
factors have contributed to this decline in 
elasticity: (a) rapid decline in maintenance 
of plough cattle, particularly in coastal 
Andhra Pradesh and decline in the 
numbers of attached agricultural labour: 
(b) Iraclorisaliofl and displacement of labour 
in specific occupations like threshing and 
ploughing which is no longer compensated 
by employment in the second and third crop 
as rate of growth of irrigation began to 
decline: (c) the slowing down of Green 
Revolution; and (d) changes in cropping 
pattern from labour- intensive crops to value- 
added but capital-intensive crops. 

(3) The puzzle of growing unemployment 
hy usual status associated with declining 
daily status unemployment is due to the 
fact that current daily status does not capture 
all the labour captured in usual status 
unemployment. 

Ouresf imutesof rural rates of unemployment 
by principal usual status for males and 
females together show a near doubling 
between 1983 and 19X9-90. F-stimale of 
current weekly status, howcvei. showed a 
fall between 19X3 and 1989-90 from 4 per 
cent to 2 41 percent. But the current weekly 
status unemployment measure isnotausclul 
one for policy formulation, xince it docs not 
capture the partially unemployed within a 
week. The current daily status measure is 
a better measure, but 19X9-90 NSS (45R) 
does not provide details of this figure. We 
made an estimate m the absence of data on 
daily status unemployment in NSS (4SK). 
This is lower than the figure lor 1983mainly 
because of good weather conditions as seen 
hy per capita agricultural output. Despite 
this fall, the absolute numherof unemployed 
person days has risen from 3X0 million in 
19X3 to 1.200 million in 19X9-90. It may 
be noted that, during tbc intervening period, 
(here is an addition to labour force hy 3.6 
million. Thus the job market is unable to 
absorb the growing unemployed. 

(6) The female work participation rate* are 
the highest in AP among the major slates. 
This is not an index of progress, but reflects 
the level of poverty, which compel* them 
to work; coupled with Ibis problem are the 
low wage rates offered lo female labour in 
all categories of work. Thus, a continuing 
bias against female* in the labour market 
persists. Among females. SC female* in 
rural and urban arax arc found to face tbc 
highest levels of unemptoyment. 

(7) In AP. the rate of growth of usually 
employed, by principal a* well as by principal 


and suhsidiaty statu*, has been considerably 

less than the rate of growth of labour force 
in rural and urban areas. In rural areas, this 
disparity was much larger over the seven- 
year period under observation (1981 to 
19X9-90). The rale of rural unemployment \ 
is lower than the corresponding urban rale 
mainly because of highratcof rural migration 
to urban areas. 

(X) Even in a good weather year, a* in ; 
19X9-90. the unutlised manpower is large. ■* 

Public intervention programmes arc found 1 
to meet only about one-fifth of the lowest 4 
estimated requirement* of employment. ] 
There is immense scope for using the -t 
unutilised manpower productively, in a | 
decentralised frame of local administration ‘i 
to build up the resource base of agriculture: ,V 
renovation of tanks, particularly in north { 
coastal Andhra: waste land development » 
forexpamling area under horticultural crop* 
in Rayalxecma andTelangana: ecosystem 
development in all part* through social 3 
forestry; and development of the physical jj 

environment of the habitat of the rural 
poor.. Such socio-economic challenge* £1 
could be met only by a political leadership ,’j 

with a vision. We can only hope that the 
political leadership in AP will have the 
wisdom to see where the future of AP lies. 

(9) The sources of data used in this paper 
on employment and unemployment are NSS 
27. 32. 38. 43. 45. and 46 Rounds. It will 
not be out of place to mention here that 
the NSS data arc not presented in a uniform 
manner in all rounds. This makes 
comparison of data di* ftcul t and ambiguity 
enters into the results obtained. A valid ‘ 
policy measure cannot he suggested from 
such data. The database must be improved £ 
by standardisation of data tables presented 
in NSS Rounds lo facilitate comparison 
and comprehension of the situation r 
prevailing. This would help researchers 
and analysts to arrive at marc reliable £ 
conclusions on the employment and 
unemployment situation. t 

(Revised version of a paper submilled at the | 
seminar on • Fniplov meat Siluiaioa and Tread* ,f 
in AP* organised by Finance aad Hanning 

Department of government of AP and Centre 
lor economic and Social Studies. Hyderabad, 
August 18. The author* express (heir 

appreciation ot I Ac comment* offered by the 
participants at the seminar, particularly 
R Radhanshua aad S R Saakana. The aatbon 
also thank R Kalyaai for effksem comparer 
assistance. | 

R ef er ere c t 

Parthaxarathy. G (19911: 'Agricultural 
labourers aad Rural Wages: Na t renal 
Policy lug Agricultural I-a bout *. M.tS 
Qnttlrrh. Vol IX. No I. 

Mtaitax. B S aad Grace Majnaadre (19X7): 
'Unemployment and rusual Labour re 
India'. Indite Jomrntl <*/ huhuantl 
Reborns, January. 
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©DBS BANK 

' ' *.'■*. i 

i , 

Development Bank of Singapore Ltd. 

BOMBAY BRANCH 

BALANCE SHEET AS AT MARCH 31.1995 

PROFIT AND LOSS ACCOUNT FOR THE PERIOD 
ENDED MARCH 31,1995 

(Rs. in thousands) 

(Rs. in thousand*) 



As at 


Period Ended 

Schedule 


31.03.1995 

Schedule 



FORM A 

CAPITAL AND LIABILITIES 
Capital 

Receives and surplus 

Deposits 

Borrowings 

Other liabilities and provisions 
TOTAL 


1 

2 

3 

4 

5 


ASSETS 

Cash and balances with 


FORM B 
I 


313.371 

724 

5299 

NIL 

539 

319.933 


13 

14 


15 

16 


Reserve Bank of India 

Balances with banks and money 

6 

; 3.317 

at call and short notice 

7 

6.119 

Investments 

8 

176420 

Advances 

9 

NIL 

Fixed Assets 

10 

15,137 

Other Assets 

11 

119.140 

TOTAL 


319933 

Contingent Liabilities 

12 

2920 

Bills for collection 


85 

Notes on Accounts ^ 

17 



INCOME 
Interest earned 
Other income 

TOTAL 


II EXPENDITURE 
Interest expended 
Operating expenses 
Provisions and contingencies 

TOTAL 


III PROFTT/LOSS 

Net loss for the period (-) 


IV APPROPRIATIONS 
Transfer to statutory 
Transfer to other reserves 
Balance carried over to 
balance sheet (-) 

TOTAL s (-) 


5,250 

NIL 


5,250 


17 

6,892 

NIL 


6.909 


1,659 


NIL 

NIL 

1,659 


1,659 


As per our attached report of even date 


For RAJBSH RAJEEV St ASSOCIATES 
Chartered Accountant* 

Sdf- 

Qsandr asfackfaar 


Bombay: April 12,1995 


Par DEVELOPMENT BANK OP SINGAPORE LTD. 


Sdl; 

F.Fulho 

Head-Finance 


SOI- 

Uffl YlnKint 
Oeaval Manager 
A Chief Bxecativ# Officer 

Bombay. Afrit tZ 1995 


Booaemk and Foiisfoal Wedriy Afrit 15,1995 
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SCHEDULES TO THE FINANCIAL STATEMENTS AS AT MARCH 31.1995 



(Rs. in thousands) 


As at 

31.03.1995 


Schedule 1—Capital 
Capital 

Start-up capital as prescribed by 
Reserve Bank of Iodia. (includes a 
sum of Rs. 20.00.000/- kept with the 
RBI under Section 11(2) of the 
Banking Regulation Act 1949.) 

TOTAL 


Schedule 2—Bcacrr ta and Surplus 

I Statutory Reserves 

II Capital Reserves 
Opening Balance 

Add: Additions during the period 
(Note 6 (b)l 

Less: Deductions during the period 

III Share premium 

IV Revenue and Other Reserves 

V Balance in Profit and Loss Account 

TOTAL: (1. II. IB. IV. V) 


Schedule 3—Deposits 
A) I Demand Deposits 

i) From banks 

ii) Promothers 

TOTAL (1) 

2 Savings Bank Deposits 

TOTAL (2) 

3 Term Deposits 
i) Prom bank* 
it) from others 

TOTAL (3) 

TOTAL (1.2 A 3) 


i) Deposits of branches in India 

ii) Deposit* of branches outside India 

TOTAL (i A ii) 


313,371 




(Rs. in thousands) 


31 03*1995 






Schedule 4—Borrowing* 

1 Borrowings in India 

i) Reserve Bank of India 

ii) Other banks 

iii) Other institutions and agencies 

TOTAL (i. ii A iii) 

2 Borrowings from outside India 

i) From banks 

ii) from others 

TOTAL (i A ii) 

Secured borrowings included ir. 1 and 2 above 

Schedule 5—Other Liabilities and Provisions 
I Bills psyable 
D Inter-office adjustments (net) 

HI Interest accrued 

IV Others (including provisions) 

TOTAL 

Schedule f—Cash and Balances 
with Reserve Bank of India 

I Cash in band 

(including foreign currency notes) 

II Balances with Reserve Bank of India 

i) In Current Account 

ii) In Other Accounts 

TOTAL (i A ii) 

TOTAL (IA D) 

Schedule 7—Balances with Banks and 
Money at Cal and Short Notice 
I In India 

i) Balance with banks 

a) In Current Accounts 

b) In other Deposit Accounts 

ii) Money at vail and short notice 

a) With banks 

b) With other institution* 

TOTAL (»Aii) 

D Outside India 

i) In Current Accounts 

ii) In other Deposit Account* 

iii) Money at call and short notice 

TOTAL 

GRAND TOTAL (1AII) 
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SCHEDULES TO THE FINANCIAL STATEMENTS AS AT MARCH 31,1995 


(Ri. in thousands) 

(Rs. in thousands) 


As at 


As at 


31.03.1995 


31.03.1995 

lehedule »—Investment* 


Schedule 1ft—Fixed Assets 


Investments in India in 


I Fixed Assets (other than premises. 




including fvuniture and fixtures) 


i) Government securities 

NIL 



is) Other approved securities 

NIL 

Additions during the period 

8.777 

iii) Shares 

NIL 

Depreciation to date 

269 

iv) Debentures and bonds 

NIL 


v) Subsidiaries and/or joint ventures 

NIL 

TOTAL; I 

8,508 

vi) TVeasury bills 

176,220 


□ Capital work in progress 

TOTAL 

176020 

6,629 

Additions during the period 

Investments outside India in 





TOTAL: n 

6,629 

i) Government securities 




(including local authorities) 

ii) Subsidiaries and/or joint ventures 

iii) Other investments (to be specified) 

TOTAL 

NIL 

NIL 

NIL 

NIL 

ORAND TOTAL (1+II) 

s 

15,137 

Schedule 11—Other Assets 

I Interest accrued 

1.100 

GRAND TOTAL fl&II) 

176,220 



□ Deposits in respect of leased premises 

108300 

cheduie 9 —Advances 


III Others 

7.881 


IV Debit Balance in Profit and Loss Account 

1.659 

t) i) Bills purchased and 
discounted 

NIL 

TOTAL 

119,140 

ii) Cash credits, overdrafts and 




loans repayable on demand 

NIL 



iii) Term loans 

NIL 



TOTAL 

NIL 

Schedule 12—Contingent 

Lia bOtties 




I Claims against the bank not acknowledged 


i i) Secured by tangible assets 


as debts 

NIL 

NIL 

II Liability for partly paid investments 

NIL 

ii) Covered by Bank/Govemmen t 

NIL 

D! Liability on account of outstanding 


guarantees 

forward exchange contracts 

NIL 

iii) Unsecured 

NIL 

IV Guarantees given on behalf of 
constituents 

NIL 

TOTAL 

NIL 

V Acceptances, endorsements 

NIL 

• 


and other obligations 

VI Other ifnu for which the bank 


l I Advances in India 

NIL 

is contingently liable 

2,920 

TOTAL 

2,920 

D Advances outside India 

NIL 
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» V 

SCHEDULES TO THE FINANCIAL STATEMENTS AS AT MARCH 31.1995 

(Rs. in thousands) 

- - - -* - . 

(Rs. in. thoo sands) 


Period 

Ended 

31.03.1995 

a 

Period 

Ended 

31.03.1995 

Schedule U—Interest Earned 


Schedule 16—Operating Expenses 


I Interest/discount on advances/bills 

■Q Income on in vestments 

15 

1,530 

I Payments to and provisions for 

employees 

979 

ID Interest on balances with Reserve Bank 
of India and other inter-bank funds 

3,705 

II Rent, taxes and lighting 

3313 

total a n. ni) 

5,250 





III Printing and stationery 

203 

Schedule 14—Other Income 




1 Commission, exchange and brokerage 

NIL 

IV Advertisement rod publicity 

144 

□ Net profit on safe of investments 

NIL 



III Net profit on (evaluation of investments 

NIL 

V Depreciation on bank's property 

270 

IV Net profit on a ale of land, buildings and 
other assets 

V Net profit on exchange transactions 

NIL 

NIL 

VI Law charges 

259 

VI Income earned by way of dividends etc. 
from subsidiarics/companies and/or 
joint ventures abroad/in India 

NIL 

VII Postages, Telegrams, Telephones, -tc. 

257 

VII Miscellaneous income 

NIL 

vm Repairs and maintenance 

72 

TOTAL 

NIL 

IX Insurance 

155 

Schedule 15 —Interest Expended 

I Interest on deposits 

f 

17 

X Other expenditure 

1340 

II hUerest oe Reserve Bank of 
hath Winter-bank borrowings 

NIL 



TOTAL (I AD) 

17 

TOTAL 

<J92 
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Schedule 17 —Notes on the Financial Accounts for the period ended 313.95 

I Principal Accounting Policies 

(1) General: 

The accompanying financial statements of the Bombay branch of Development Bank of Singapore Ltd. whic 
* commenced Banking Operations on March 15. 1995 have been prepared on the historical cost basis and confo 

the statutory provisions and practices prevailing in the country. 

(2) Transactions Involving Foreign Exchange: 

a) Monetary assets and liabilities have been translated at the exchange rates prevailing at the close of the year, 
monetary assets have been carried in the books at the historical cost 

b) Income and expenditure items in respect of the Bank have been translated at the exchange rates ruling on the d 
the transaction. 

c) As the Branch did not have any pending forward contracts, the Profit/Loss on outstanding Forward Contrac 
the pciiod ended 31.3.95 is Nil. 

(3) Investments: 

The Bank has investments in Treasury Bills as at the year end. These investments have been valued based upon guid< 

provided by the Reserve Bank of India vide their Circular No. BPBC 59/21.4.043/94 dated May 17.1994. 

(4) Fixed Assets: 

a) Fixed assets have been accounted for at their historical cost. The estimated commitments on unfinished con 
of a Capital nature have been included in Contingent Liabilities in accordance with the guidelines provided t 
Institute of Chartered Accountants of India. 

b) Depreciation has been provided with effect from the date of capitalisation on the straight line method. The rati 
this purpose are as follows. 

Asset Type Depreciation Rate 

Plant and Machinery 1041. - 20% 

Furniture and Fixtures 20% 

Motor Vehicles 2.5% 

(5) Staff Benefits: 

a) The Bank is in process of forming a separate Gratuity Fund under the Group Gratuity Curb Life Asssurance Sd 
of the Life Insurance Corporation of India. Pending formation of such Fund, the Bank has made a provision ft 
Gratuity Liability, in respect of the period ended 31.3.95 on an estimated basis. 

b) The staff housing loan policy is in process of being approved by the Head Office. Pending such approval the ban 
been recovering interest on such loans from the staff. Repayments of the principal component of the loan 
commence after the approval is accorded to the scheme. 

(6) General 

a) As the Bank has commenced operations in India during the current year, previous years' figures have not been prov 

b) The Capital Reserves disclosed in Schedule 2 consists of Fixed Assets and Bank Balance transferred by the ersti 
Indian Representative Office of the Bank to the Indian Branch on closure of the Representative Office. 

c) Other Assets disclosed in Schedule U include unamortised portion of payments made in connection with acquit 
of Leased premises. Such payments are amortised over the primary lease period in accordance with Head Office F 

Sd/. 

F Fie'.ho Lim Yin 

Head-Finance * Oencral Manager & Cbipf Executive C 


Bombay : April 12.1995 
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„ Auditors’ Report 

1. Wc have audited die attached Balance Sheet of the Bombay Branch of Development Bank of Singapore Ltd. a» at 
31 it March. 1995 and also the annexed Profit and Los* Account for the period ended on that date. 

2. In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949, read together with the provisions 
of sub-sections (1), (2) and (5) of Section 211 and sub-section (5) of Section 227 of the Companies Act, 1956. the 
Balance Sheet and Profit and Loss Account are not required to be and are not drawn up in accordance with 
Schedule VI to the Companies Act. 1956.-The Accounts are therefore drawn up to conform with Forms A and B of 
the Third Schedule to the Banking Regulation Act, 1949. Subject to the foregoing observations, we report that in 
accordance with sub-section (3) of Section 30 of the Banking Regulation Act, 1949; 


a) We have obtained all the information and explanations which to the best of our knowledge and belief were 
necessary for the purpose of our audit and have found them to be satisfactory; 

b) The transactions of the Bombay Branch which have come to our notice have beer within the powers of the Bombay 
Branch of the Bank; 

c) In our opinion, proper hooks of account, as required by law, have been kept by the Bombay Branch of the Bank 
so fir is appears from our examination of those hooks; 

d) The Balance Sbfet and the Profit-and Loss Account dealt with by this report are in agreement with books of 
account; 

e) In our opinion, and to the best of our information and according to the explanations given to us fee said Accounts 
give the information required by the Companies Act, 1956 in the manner so required, for banking companies and 
read together with the notes, give a true and fair view: 

(i) In the case of the Balance Sheet of the state of affairs of the Bombay Branch of the Bank as * 31st March. 

1995, and . , s J , . 

(ii) In the case of the Profit and Loss Account, of the loss for the period ended on that date. 



ForRAJBSH RAJEKV A ASSOCIATES. 

Chartered Accountants 
StV- 


Bcsnbay: April 12.1995 


Partner 
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Panchayats in Dealing with Natural Disastm ' 

1993 Floods in Jaipaiguri 

GKLMn 

Prabbat Datta 

Supporters of panchayati raj expect that the devolution of power will produce a flexible and committed response 
to natural calamity. This presumption is tested in the case of the 1993floods in Jaipaiguri, West Bengal Field research 
among flood victims shows that the panchayats were indeed prompt and efficient in their response to the crisis and 
fair tn their distribution of relief and compensation. 


ONE of the benefit* accruing from a 
devolution of power and responsibilities, at 
lea* t in the credo of the votaries of panch ayati 
raj, i* the expected flexible and committed 
response at the grass roots level in the case 
of natural calamities. Newspaper reports bad 
suggested that even in the optimally 
functioning panchayat system in West 
Bengal, the panchayat leaders had become 
bureaucratised and had failed to respond to 
the dramatic floods of July 1993. In the line 
of disaster six: iology. a survey was conducted 
in some of the worst affected villages. The 
findings indicate that the panchayats appear 
to have been galvanised into action and have 
mitigated the suffering of the flood victims. 

Although natural disasters arc probably 
fairly' evenly spread over the globe, 
countries in the third world seem to he dis¬ 
proportionately disaster-prone. The expla¬ 
nation for the disproportionate suffering 
from natural disasters by populations in the 
third world has to be located in economic 
, and political structures. This has been 
argued in a seminal contribution by 
Amartya Sen (1981) on the difference 
between 'endowment' and ‘entitlement’. It 
has been furtherelaborated to explain drought 
and flood-related famines in Dreze and Sen 
(1989) - although technology, logistic 
resources and financial reserves are 
important, the social texture and its political 
organisation play a pivotal role in preparing 
against disasters and reducing the ill-effects 
of disasters. 

James Manor (1993) has made the point 
that one such political institution, the 
panchayats, “if they are strong", can be 
effective instruments: “Panchayati raj 
institutions are not only a foolproof source 
of early warnings about potential calamities, 
but also an effective means of ensuring that 
such warnings do not go unheeded” (1993: 
1019). The judgment is based on abroadfrush 
assessment of the panchayats in Karnataka 
between 1987 and 1991 when a reasonably 
effective panchayat system was in place. 

Whereas Manor has used the example of 
Karnataka, we shall test the argument on the 
basis of evidence from West Bengal, 
particularly from the north-eastern Jaipaiguri 
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district. In West Bengal, the juvenile yet 
strong and enthusiastic panchayats in 1978 
were credited,by friend and foe for their 
sublime role in responding to the severe 
floods which inundated many areas m the 
delta. In the ensuing years, the foes and some 
of the friends indicted the panchayats for 
having slid into bureaucratic inertia. 

Rbportino On Floods 

Floods have fairly regularly played havoc 
with the land and its people in Jaipaiguri. 
In the 1993 rainy season, the river water 
wen t on a rampage once again. The onslaught 
of the monsoon, the excessive filiation of 
the river beds at the foothills of (lie Himalayas, 
and the water rushing from the catchment 
areas downward again led to flash floods and 
devastation. In the three days following July 
18. 1993. against a yearly normal rainfall 
of around 3,353 mm, the downpour as 
measured at Hasimara, north of Falakata. 
was 1,378 mm (District Magistrate 1993:21- 
The impact of the floods was devastating, 
particularly in Alipurduar subdivision on 
the border with Assam (Alipurduar, Kalchini, 
Madarihat and Falakata blocks). 

The flash floods on the night of July 19 
resulted in widespread loss of live, crops and 
property. Around 200 people were reported 
dead or missing, and more than 1,00,000 
cows and buffaloes were drowned. The road 
and railway system was breached at several 
points; bridges and culverts were washed 
away, and accesx to the area was initially 
cut off altogether, hampering the relief 
operations. According to the official report, 
80,000 bouses were destroyed and a further 
95,000 were damaged. Around 8,00,000 
people were marooned for one or more days. 

Newspapers reports excelled in depicting 
the extent of the agony suffered by the 
people . The reports suggested and confirmed 
that the political structures failed to respond. 
Uday Baau {The Statesman. July 31.1993) 
was one of the re po rte r s with gri pping stories 
to tell: “Village after village in the districts 
look like the kilting fields, devastated by 
borabanhnetK and savage plunder by some 
enemy unknown" Bunt had earlier set the 


tone for most of the reports. Referring to 
Madbyaranjlibagna in Madarihat, be 
reported: “While state government relief is 
virtually non-existent here, the villagers may 
be forced to loot whatever they can lay their 
hands on" {The Statesman. July 26,1993}. 
Reporters were greatly concerned about the 
fact that the administration, particularly the 
panchayats, failed to rise to tin occasion 
“Indeed, at the critical moment, stale 
government employees were more, busy 
saving themselves than going to the rescue 
of the people. While the administration 
remained inert for five consecutive days, 
townspeople and clubs and voluntary 
agencies in the neighbouring Cooch Behar 
district reached the ravaged areas long before 
the state government made its token presence 
there” [Uday Basu in The Statesman, July 
27.1993}. This report referred to one of the 
wont affected areas in Alipurduar block, but 
the situation in other Modes was staled to 
be similar. As a consequence, “the starving 
homeless people here directed their wrath ’ 
against the Left Front government", so much 
so that one Amalcndra Roy in Sisbuban 
village in Madarihat told the reporter about 
his sense of betrayal: “Four bridges in this 
block were blown away and we were 
marooned far four days. We looked for our 
Left Front panchayat members, but they 
were nowhere to be seen". A local RSP 
leader in Sishubari is quoted as saying that 
“the politicians failed to activate the 
government to rise to the occasion". |7V 
Statesman, July 29. 1993]. 

The reports and suggestions carried by 
The Statesman are a specimen of wbat 
appeared in The Telegraph, Uttar Ban%a 
Sambad, and Amanda Bator Patrika They 
all conveyed the measage that the 
administration, particularly thd^paochsyst 

leaden, bad become bureaucratised, apathetx 

and impervious to the misery of the people 

They traded to confirm the recent asscssrbcnt 

by D Bandyopadhyay (Bandyopadbysv 
1993; Mukarji and Bandyopadhyay 19931 
The gist of Bandynpadbyay's argument t> 
that the panchayats have become “lifeless 
and sterile” bodies, and that the CP1(M) 
cadre are the "new rich" who drive anxxiJ 
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Noa* 

43 par cent 


Bank 

19 per coni 


Interest-free support 
5 per cent 


Food 

23 



a 7 percent 
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Atote: 7heiaformationisba0edoa25l families in the flood-affected areas of Faiakata luMfMaduribal. 
Interest-free support, usually for food and calamities, in four cases was received from the 
employer. Commercial lending refers to production- and business-oriented borrowing 
from moneylenders. 


in “cars with sirens and red lights". It would 
thus seem to be a far cry from the early 
beginnings when, in 1978. massive floods 
swept over much of Bengal, and when the 
fledgling panchayats were galvanised into 
action. 

' OmcuL Account or Floods 

Faiakata, with its two lakh population 
taking the brunt of the raging Torsa and 
Muznai rivers, was one of (be most affected 
blocks. Thefirsl flooding started late on July 
18. The next night disaster struck. While the 
night was pilch dark, and (he torrential rain 
battered the land, a huge wall of water 
breached the banks at the confluence of two 
rivers (Teeti and Bagri) in Madarihat block 
just north of Dcogram. Many lotf-lying areas 
were under 12 feet of water and the entire 
block was cut off due to numerous breaches 
in the road system. According to the official 
report*. 40 people and around 16.000 cows 
and buffakics were swept away. About 4.000 
houses were completely damaged. 

The task was formidable. With torrential 
rain* and raging water swirling over toads 
and fields, the rescue uperat ions would have 
I teen difficult even if the houses were in 
nucleated villages. Given the scattered 
c lusters of ‘tans ’ (usually a couple of houses 
only), the ta*k of reaching the marooned 
people was even more daunting In the 
absence of any support from the divisional 
headquarters during the first couple of days 
(all toad connection* were cut). all resources 
and initiatives had to be developed at the 
local level. 

The official account dismisses the 
allegation, aa reported above, that the 
administration and the panchayat system 
failed toreapood to the calamity. Discussion* 
with the BIX), the sabhapati and their 

subordinate* suggest that (bey were in formed 

of the flw floods in the night of July 18 and 


rushed to a local ity in Deogram village where 
some people had been marooned. Since they 
"were smelling the floods", on July 19 at 
5.30 am, a crisis meeting was called. The 
administrative staff and the political leaders 
of the three major partiex there and then look 
the fust decisions toct with the impending 
disaster. The crisis team took the central 
decisions and then decentralised the 
execution to the local teams around the 
panchayat offices. 

Theofficial account suggests that the crisis 
management was organised logically and 
efficiently: the block leaders co-ordinated 
and took the major decisions, the local leaders 
acted as links with (he local committees set 
up in the villages, and the NGO (besarkari) 
support which started coming in after a 
couple of days, was directed by the block 
committee to one of the 64 points were relief 
work was organised. Fven the traders co¬ 
operated in the sense that they provided 
around 2.000 quintal of rice and wheat “on 
credit” to the relief efforts. The local transport 
association offered their lorries and vans for 
the distribution of the relief materials. 
Polythene sheets and dry food started coming 
in from the district headquarters after two 
days and were distributed immediately 
Private doctors and government doctors co¬ 
ordinated their work in three shifts. 

CoNSTVIHTTNC A S AMH.fi 

• 

Two weeks later when we first visited the 
area, the water bad receded from the fields 
and life seemingly bad returned to normal. 
Boulders and layers of silt in the fields were 
the apparent signs of the recent floods. 
Bridges on the panchayat toads had been 
repaired, bouses had been (partially) 
reco ns tructed, and the first new bandloom* 
had been brought m gnd started working. 
The ongoing relief efforts had been taken 
over by NGO* such as the Ramakrishna 


Mission, and the worst suffering seemed to 
be over. 

In the official account of the flood relief 
operations, it was claimed that the relief 
effort was a cross-party affair, with the BJP 
excelling by its absence. It was alsoclaimcd 
that the rescue.and relief operations were 
performed zealously and efficiently. The 
official report was obviously at variance 
with the newspaper reporting which had hit 
the headlines and which had suggested that 
the administration had broken down, and 
that the panchayat leaders bad not lived up 
to their task. ^ 

In order to decide on the validity of both 
representations, we decided to sample, 
during three months starting in October 
1993, 200 households in three villages 
each in two of tlic most affected panchayats 
(Deogram and Guabarnagar) in Faiakata, 
and a further 50 households in two severely 
affected villages in MadariJiat block just to 
the north of Faiakata. namely, Sishubari and 
Madhyaranjlibagna. Both villages figured 
prominently in two newspaper reports 
referred to earlier. 

Whereas Madarihat has a slender RSP 
majority in the panchayats. in Falakataeight 
out of I be 10 panchayats are controlled by 
thcCPI(M). In Deogram. it*ecured53.2 per 
cent of tlie votes, up from 44.7 per cent in 
the 1988 elections mainly because of the 
collapse of the RSP support. In Guabarnagar. 
because of (he same reason, electoral support 
of the CP1(M) expanded from 46.0 in 1983 
to 51.5 in 1988. and then dwindled to 48.0 
per cent in 1993. As a consequence of the 
emergence of the BJP. the opposition votes 
got split, and the panchayairemaincd safely 
in the hands of the CPI(M). The electoral 
support since the emergence of the Left 
From government has remained fairly stable 
and has remained divided between the two 
major formations, the CPI(M)-RSP and 
Congress-B JP. each with around half of the 
votes. . 

The random sample of 10 per cent of the 
households in the selected villages, 
concentrating on the low-lying areas,coveted 
an unbiased segment of the local population, 
except for gender. Women accounted for 
only one-third of the respondents. In terms 
of othu characteristics, the sample mote or 
less reflected the structure of population. In 
terms of education, more than half of the 
sample were illiterate On the basis of the 
census reports, a slightly higher percentage 
could he expected, especially since among 
women illiteracy is still depressingly high. 
Male literacy in Faiakata in 1991 bad gone 
up to 49.7 per cent (up from 26.4 in 1970, 
and female literacy to 27.0percent (up from 
9.25). in the eight villages a* per the 1991 
Census data, mate red female illiteracy stood 
at 45.9 and 72.t per cent respectively. 

In terms of caste, brahmins we cootpscuot* 
by their virtual absence, and slightly more 
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(hiin half of (be sample (51.5 per cent) are 
SC, mainly rajbansi. This is a fair reflection 
of (be caste structure in an area where the 
mainstream caste system has only been 
introduced in fairly recent history [Census 
19.11; Das Crupta 1992: 11-26] and where 
the rajbansi, although formally SC, have had 
multi-caste functions and aspirations. 
FalaJcata’s population in 1991 included 41 
per cent SC and 20 per cent ST. In the eight 
selected villages, the proportion of SC and 
ST in the population is respectively as high 
as 59.5 per cent and as low as 3.9 per cent. 
Of the latter group, which resides mainly in 
(be higher lying lea estates, only a fewpersons 
were covered by the sample. 

The economic poxition of the respondents 
reflects the structure of a small peasant 
society. As many as 52 per cent of the 
respondents had no land or less than 0.5 
acres of land, and 26 per cent had between 
0.5 and 2.5 acres; on the other hand, only 
4 per cent had more than seven acres'. The 
households arc generally poor, prohably just 
beyond the threshold of starvation but with 
no means to bargain in the face of disaster. 
As many as 48 per cent of the households 
did not have any durables (such as cycle, 
watch, radio, etc). 

Most families thus obviously belong to 
that group of people to which the prediction 
of Robert Chambers is expected to apply. 
Chambers 11983:108 ff). while describing 
the 'deprivation trap', isolates five 
interlocking clusters of disadvantage - 
poverty, physical weakness, isolation, 
powcrlesxness and vulnerability. Vulner¬ 
ability (in the face of natural disasters for 
example) hits the pixtrcr people dispro¬ 
portionately hard: for them it is "a poverty 
ratchet" which swallows their last buffers 
against contingencies and leaves them 
exposed to usury and the sale of their very 
last assets in the slrugglefor survival. Floods 
of the magnitude of those experienced in 
Falakata should ha ve a devastating effect on 
these poverty ratchet-prone families. 

Another variable is a factor which may 
influence the assessment of relief efforts, 
namely, party affiliation. Here again, the 
sample fairly proportionately reflects the 
electoral position. In the just concluded 
panchayat elections, the division of the vote 
had been as follows: CPI(M) 47.8 per cent. 
RSP 14.7 per cent Congress 19.1 per cent. 
BJP 10 per cent, and no party 8.4 per cent. 
Political loyalties had hardly been shifting. 
Apart from the gains of the BJP (5.9 per cent 
from Congress and 3.1 percent ffomCPIM). 
there had hardly been any vote switching as 
compared to the previous elections. 

Kvewianhwj and Qt *:k Rnsmis.sK 

Coming to the more substantive issues, it 
appears that the panchayati raj structure was 
equal to the daunting challenge. From the 


respondents in tbe sample, the position Which 
emerges is clear- the prmdhang and member* 
of thepanchayats. assisted by scores of other 
volunteers, hectically moved around their 
wards to assess the situation and to render 
aid. If they had not yet gone by themselves, 
people were taken to the panchayat office, 
school buildings or other buildings where 
they could stay safe from the water. During 
the first couple of days, food was provided 
with consignments 'borrowed' from the 
traders, and later with supplies coming in 
from Jaipaiguri. When it was possible to 
return, the uprooted families were sent home 
each with a small supply of rice, flour and 
chira. The amounts were small - five to 20 
kg - and bore no relation to the loss of 
foodgrains suffered. Ijtrgc families got more, 
small families got less. 

Nocompensation was paid forcattle, fowl, 
agricultural tools and utensils. The damage 
to houses, on the other hand, in all cases was 
looked after. Most of the houses are simple 
constructions of bamboo mats between 
bamboo poles supporting a corrugated iron 
n<of. Many of these houses had been torn 
apart or swept away. In each ease, within 
a couple of days tarpaulin sheets were 
provided, and two months later Rs 1,000 
was paid uscompensahon. Furthermore, alter 
three months the three families in the sample 
which had suffered deaths (one each) were 
paid Rs 60.000. Two families which had 
suffered more than one casualty had not yet 
received the grief money, but they expected 
it sixw. 

The conclusion which can be drawn from 
the information provided by the respondents 
is two-fold. First. iix;ul government personnel 
(elected leaders, staff and volunteers 
organised by them) emerged on the scene 


of the disaster right at |he beginning Md 
organ! sed rescue and reliefwork throughout. 
Second, relief materials appear to have been 
distributed evenly, without cuts oi 
discretionary benefits or deprivals. 

This is the conclusion (bathes been drawn 
by tbe villagers themselves. We asked the 
251 respondents Jo assess the involvement 
of their own panchayat member in the 
aftermath of the floods. Tbe aggregate verdict 
is as follows: 8.8 per cent were very satisfied; 
76.1 percent were reasonably satisfied; 13.5 
percent were not satisfied; only 1.6 per cent 


assessed the involvement of the member as 
worthless. 

One must remember that close to half ot 
the sample in each ward is supporting an 
opposition party, and therefore are posxibly 
not too eager to shower praise on the 
panchayat member. This was particularly 
the case for people with a (recent) BJP 
allegiance - they signed for almost half of 
the dissatisfied people. Since they were not 
discriminated against in the relief efforts, 
their grudge may stem from.political vendetta 
rather than from dereliction of duty by the 
panchayat member. Disproportionately more- 
dissatisfied respondents were found in 
Bhutnirgat North which happens to ha vi¬ 
deo ted a BJP member. 


The population wax generally appreciative 
of the involvement of the local admirn- 
xtration and its leadcrx. They were also 
appreciative of NGOs (besarkari). Where 
government finances fell short, the supply 
and distribution of food by NGt )s ''saved 
us from starvation”, as many fiixxi victim, 
staled. The Rotary Club, the Kamakrixhna 
Mission, Ananda Marg. Bharat Seva Shunn. 
various youth clubs, trailers' association, 
etc. came forward at the relief stage and 


Tabu I AssfcssMf-.KTciiiiie 1-ioxoMh-PosinoNot- FtooO Wmss 



Frequency 

Big 

Increase 

Small 

Increase 

No Change 

Small 

Decline 

Big 

Decline 

(Nearly) landless 

' PI 

4 

50 

42 

l'» 

ft 

Small peasant 

6ft 

2 

V) 

IX 

4 


Middle peasant 

45 

ft 

27 

7 

5 

- 

Rich peasant 

') 

2 

6 

1 

- 


Total percentage 

100 

5,5 

48.6 

31.1 

11.2 

3.6 


Tabj t2. Ohnjon., on Tin-. Pai* iiavat Couniii i on* in thk Fi ixjo-A t+HTbi> Akea 


I’anchayat Member* 

1 

2 

.3 

4 

5 

Seine 

They have become bureaucrats 

36 

1.30 

50 

3 

32 

-0 41 

TJiey are corrupt 

7.3 

104 

58 

15 

1 

-0,*7 

They help only their own people 

104 

7.3 

55 

13 

6 

-1 H2 

Tliey don 't oblige poor people 

184 

66 

- 

1 


-1 7* 

Nolr: The 251 respondent* had fgre options: 1 = vehemently disagree: 2 

* disagree: 3 

rs lh» 


opinion; 4 = agree; 5 = definitely agree. In order to calculate the aggregate (core. the OM 
lwova]ucswetepostcdits(-2)and (-1), and the last two value* a* (+1) and (+2). The scon" 
were then totalled and div ided by the number of respondent* in order to get the average score 
on ibe Likert scale Whereas any negative value, up to (-2I if all respondeat* would sprak 
m unison, reflects a refection of the negative attribute* ascribed lu tte members, aay 
positive value indicate* broad agreement with the negative statements on the panchayat 
members. 
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helped, apparent}? without partiality or 
propaganda. 

Tie block administration, or should we 
saythe panchayat sarniti administration (the 
administrative grid and the political grid 
have become intertwined), directed them so 
that all wards remained attended. This 
intervention by the pancfaayat institutions 
was yet another feature which sets the 
-palakata model’ apart from other disaster 
management models where aid organisations 
fly in and start working in an unco-ordinated 
manner, often even at cross-purposes 

Vkws on the FuKills 

The newspaper reports had suggested that 
the impact of the devastating floods could 
have been allayed if the government had 
taken timely action when it was informed 
by the Bhutan government that it had opened 
the sluice gates of the Chukha Hyde! 
Reservoir. As tine report suggested: "Entire 
North Bengal has been rife with the rumour 
that the devastation was the result of an 
extremely callous and negligent admini¬ 
stration (hat did not pay beed to the warning 
of the Bhutan government" | The Statesman, 
luly 31. 1993], 

How did the local population explain loj 
the floods? The story about the floodgates 
in Bhutan hardly has any takers. A lew 
persons do blame the government for having 
neglected the area, and for not having applied 
enough resources to flood control measures. 
Relatively more people assign the cause of 
the floods to a different institution - Ciod. 
The floods arc seen by around 10 per cent 
of the sample as a punishment given hv God 
for sins committed, or as the unpredictable 
wish of God ('bhajtwaner Hsa'. ishwancr 
tl.su'). Most of these are elderly people, 
particularly Muslims. The vaslmaiorily. also 
among the elderly and Muslims, however, 
lake a germane attitude They argue that 
given the climatological specificities and 
given the relief of the area, floods could 
possibly not be avoided What can lie 
mimmalixcd is the disastrous and unsettling 
after-effects of the floods. 

Am*-K iwis 

In order to determine the extent ol 
disastrous and unsettling effects of the 
calamity, wc have looked at two variables: 
self-perception regarding economic fortunes 
ami the degree of indebtedness. 

Indebtedness usually follows in the wake 
of natural disasters. The vulnerabilityV>f 
jxxir households in put to a severe test when 
utensils and food supplies have been 
destroyed and supply constraints force prices 
upwards. Survival strategy then necessitates 
recourse to the infamous moneylender A 
couple of months after the floods, as one 
element in the survey in order to assess 


wbefter this process had been st work, the 
financial position of the population was 
tested. The results are summarised in the 
figure. 

In interpreting the results presented in the 
graph, reference should he made to the high 
number of landless and neurly-landlexx ($2 
percent of the sample), and to the fact that 
most of the respondents had been affected 
by the floods, some of them severely. 
Nevertheless, it turned out that 43 per cent 
of the families are free of any debt obligation 
and that 36 per cent have borrowed money 
for productive purposes (from hanks, co¬ 
operatives or moneylenders). In 5 per cent 
of the cases, the fam ilics had been supported 
by friends and relatives, and 16 per cent had 
to contract non-productive loans from a 
moneylender. 

The cases of indebtedness were not 
necessarily related to the aftermath of the 
floods: progress in agricultural productivity 
and employment in ialpaiguri is trailing 
behind the southern disirictsof the state, and 
poverty, on a limited scale, still forces some 
households to take recourse to survival loans. 
Around 9 per cent ol the respondents bad 
to approach the moneylender for food 
consumption loans. These loans arc taken 
hy I ami)ics which already under normal 
conditions find itdifficult to scrape through, 
and occasionally have toboirow money for 
the hare necessities of life 

In the second exercise testing the .iltcr- 
elVeets. the respondents were asked to assess 
then own economic condition in terms' 
ranging from considerable progress to 
considerable deterioration It is a suhjccliv e 
statement which may he coloured by various 
extraneous considerations (tor example, in 
ordci to express satisfaction or dis- 
satislaetion about the political party in 
power) The aggregate results, however, 
indicate thatsuchextraneous factors did not 
seem to interfere much. For ex ample, CPKM) 
and Congress suppliers produced similar 
results 

A' Table 1 indicates, only 14.X per cent 
of the respondents complained about a 
worsening in their economic position. A 
significant majority of the small and middle 
peasants in the sample claims to have 
experienced an improvement in their material 
conditions. 

Among the landless and nearly-landless 
respondents, the picture is more ambiguous: 
only 41.2 per cent indicate an improvement 
in their fortunes, and 19.1 per cent have 
experienced a worsening scenario. The 
findings are incongruous with the findings 
in Birbhum, Bard (Human and Medimpur 
[l.ieten 1992, 1993. 1994J, but, givqn die 
devastation which had struck the area, they 
are hardly surprising. 

In fact, one could have expected a much 
higher percentage of households with 
deteriorating circumstances The study was 


conducted acoupfc of months after the ll<* xi» 
which bad hit the landless fanuhe, 
disproportionately hard - not only do they 
have less reserves to fall back upon, hut by 
and large, and more importantly, they often 
live in settlements in marginal and low-lying 
areas. It is these areas which took the brunt 
of the flood waters. Indeed, among the six 
cases which experienced a stark decline in 
their economic position, we find one family 
which lost two lives, and one family which 
lost five lives: two children, (he parents and 
the mother-in-law of the respondent, who, 
despite her immense grief, nevertheless 
declares to be satisfied with the way she was 
looked after by the panchayat. The loss bad 
happened, and could not be repaired, but the 
sense of belonging mitigated the pain and 
the confusion. 

Avkkaoe Panchayats 

Earlier we have established lhauhe survey 
was representative of the population. Wc 
have not established that the panchayats g 
under study were not extremely good 
exceptions to many other also-run 
panchayats. but wc assume that they were 
not. As we shall explain, we assume that 
throughout West Bengal, the local reaction 
to adisastei -like situation by and large would 
not have been different 

The panchayats m ialpaiguri have been 
subjected to political processes similar to 
those observed in die rest of West Bengal, 
namely, a comhinaUo’' of growing con¬ 
sciousness and intense party political 
competition for the coveted seats of local 
dispensive power. The full enfranchisement 
of the rural population in West Bengal 
through the revitalised panchayat system 
entails the loss of crucial electoral support 
whenever the sitting panchayat leadership 
forsakes its duties or engages in corrupt 
practices. Consequently. the various political 
parties, including the CP! 'M), in m my gram 
panchayats ha-, suffered setback* on 
hustings day in the sense that in many 
locations the silting council has been 
disavowed bv the electorate.This disavowal 
explains the cycles in popular support which 
have been observed in the four consecutive 
elections from 197* onwards, m Ialpaiguri 
as well as else where. Fluctuations have been 
- noticed incach panchayat, and the combined 
overall support of the Left Front in the Woe | 

has steadily declined from 53.4 per ceotio J 
5i.3 per cent, exclusively because of RSP * 
decline. The decline, however small, j 
indicates a certain degree of dissatisfaction 
with the performance of (he panchayats. 

The extent of dissatisfaction can he 
quantified The respondents were pre sente d 
with a number of statements and were 
asked to express their stand, ranging from 
strong approval to strong disapproval. The 1 

answers were entered on a scale ranging 
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Economic and Political Weekly April 1$, 1995 





from i to 5. in which the middle point 3 
indicate* no commitment either way and a 
icore hovering abound 2 would indicate a 
positive opinion, but not in an absolute 
sense. The aggregate picture given in 
Table 2 indicates that people in the 
panchayat* under review are reasonably 
satisfied with the functioning of the 
panchayats. They are generally satisfied 
with the changes in the power relations as 
a consequence of which the poor people 
are listened to and in the sense that they 
- can approach the administration for help. 
With only one exception, all respondents 
backed the statement that poor people 
these days have a greater say in village 
affairs, and they generally agreed that the 
panchayat members can be approached for 
. help. They do reject the proposition that 
the panchayat members are corrupt, 
although Congress supporters are less 
convinced: their overall score (-0.70; see 
note toTable 2 for an explanation) contrasts 
with the aggregate score of CP1(M) 
supporters (-1.18) which indicates that 
practically all supporters of the latter party 
are convinced that panchayat members by 
and large are not corrupt. 

On the other hand, there is some uncase 
that panchayat members have become 
bureaucrats in the sense that they spend 
more time in running the administration 
rather than in contacting and organising the 
people. This view is slightly more 
pronounced among BJP and Congress 
supporters, often in areas where the councillor 
belongs to their party, than among the 
supporters of the Left Front parties. The 
overall *coie(-0.53) is slanted by arelativcly 
large number of respondents (32) who have 
wished to express categorically their dis¬ 
satisfaction with the burcaucratisation in 
outspoken terms. They insist that the 
panchayat leadership is not corrupt, and is 
available for help and advice, but that it 
spends too much time running the admini¬ 
stration. and by doing so, fails to take a 
more active part in mobilising Ibe villager*. 

The data on relative satisfaction and dis¬ 
satisfaction with the panchayat members 
suggest that the panchayat leadership in 
the villages which were hit by the floods 
in July 1993 is not an exceptionally good 
oife. and can therefore he construed as a 
fair reflection oft he panchayat leadership 
in West Bengal in general. The inference 
then is that in the rest of the state, cala¬ 
mities would have been handled in a similar 
way. 


Concuss in 



Prom the representative survey, the 
conclusion to be drawn is clearly that the 
panchayats in Falakata and Madarihat did 
not fail the flood-stricken people. The 
newspaper reports at the time of the floods 


can hardly be considered reliable. As a 
consequence of crisis management by the 
panchayat-oentrod institutions, the entitle¬ 
ment* of the people(a> conceived by Amartya 
Sen) were not impaired and the natural 
disaster was not followed by asocial disaster. 
The ’poverty ratchet* did not gobble up the 
poor families. 

On the contrary, people were reasonably 
satisfied with the rescue and relief efforts 
in which the panchayats, both the political 
leadership and the officials, played an 
important role. In the end, the argument 
that the panchayats have become bureau¬ 
cratic institutions and therefore have lost 
much of the zeal which helped them to deal 
with the floods in 1978, an argument 
advanced by many of the detractors, does 
not bold. 

The panchayats in West Bengal fit the 
expectations about panchayats as the 
lowest and best positioned institution of 
local democracy which is answerable to 
the people. In times of calamities, as is 
shown by the example of Jalpaiguri in 
1993. it continues to stand up to the 
occasion. Given the close electoral contests, 
political parties are continuously pressed 
to deliver the goods. This environment 
helps in times of normalcy as well as in 
times of calamity. 

[The assistance of Pnutip Kumar Barman and 
Prooesh Chundra Roy in the collection of field 
data has been highly evaluated. The district 
magistrate, (he local BOO and the panchayat 
functionaries have been very helpful with 
logistic support. 1 
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Globalisation of Indian Agriculture 

ACMkwdu 


C H HANUMANTHA Ran and Atitok Gulrti 
('bdi*o Agriculture: Emerging Perspectives 
and Policylaaues’, EPW, December 31,1994) 
have strongly advocated integration of Indian 
agriculture with the wodd market, on the plea 
that such a process would improve term* of 
uade of agriculture, the baoefilsof which would 
also percolate to the poor. Towards that end 
in view the author* have suggested a strategy 
for agricultural development, including broad 
policy change* in supply aide factor* and a 
drift nom foodgninproduction to new acti vitiea 
with favourable domestic and export demand, 
inch aa dairying and other animal product*, 
horticulture and floriculture in order to boot! 
agro-procesatag. Their view is baaed on the 
premise that growth rate in domeatic demand 
for foodgndn* ha* been declining and may not 
exceed (he long-term foodgnin output growth 
rate of 2.6 per cent per annum due basically 
io the availability of a wide range of non- 
foodgraina and urban consumption goods in 
rural arena and, therefore, agricultural growth 
need not any longer he limited by the goal of 
self-sufficiency but may benefit from trade so 
as to raise the overall rate of growth. This vie w 
may be questioned oa the ground that the 
consumption basket of the minority of 
population might have undergone a change in 
favour of aon-foodgrains and urban 
consumption good* but certainly not the 
consumption basket of the van majority of 
rural population which contains mainly cereals 
and the contents of which are shrinking due 
to rapid eroaion of purchasing power, ’ 
consequent upon rise in the pnee* of baaic 
consumption goods. The declining demand for 
foodgratns may be partly due to lack of 
purchasing power in the hands of majority uf 
population. Nearly two-thirds of rural 
population consist of small and marginal 
farmer* and landless labourers. Their demand 
for food is not fully, met and they are net 
purchasers in the market. This vast segment 
of rural population cannot participate in the 
process of gfobatisarioa of agriculture. Since 
‘surplus' of foodgratas may not be real, food 
sdf-aufficiency will continue to remain one of 
the goals of agricultural policy in the face of 
rising population and increasing demand of the 
poor. 

No one would dispute the vie w of the aUhors 
regarding the need for diversification of 
agriculture and for accelerating growth in that 
sector bat the view that goal of aeTf-sufficiency 
he replaced by goal of globalisation of 
agriculture, may not be palatable to many. 
Withthe neglect of agricubun: under economic 
reforms, with declining investment in 
agriculture and withahigb degree of instability 
«agiiwtiuntf production, it may not he possible 
to maintain the mad growth me of 2.6 per 
cent in respect of foodgraia-> We have already 
witnessed alongperlodtof growth not trickling 
down to the KMr, in the port-green revolution 
period. Now can webeBavc in the trickle-down 
effects of international trade on the poor‘s 

The strategy of agricultural development 


suggested by the suthori may benefit large 
fanners and the muhinatiooal corporal ions who 
may enter into partnership with local firms 
for exploiting our natural resources. Their plea 
for modernisation and diversification of 
agriculture for achieving the goal of 
globalisation is unsus t ai n a b le in-view of the 
nature of cvragricuiture and the socio-economic 
characteristics of rival population. 

In his recent article ‘Structural Adjustment; 
Lessons from East Asian Experience', (The 
Tunes of India, February 10) Hamimantha Rao 
has maintained that the poor who are Hi- 
equipped and under-nourished having neither 
assets nor skills, cannot respond to market 
signals. The experience of east Asian countries 
oners a classic example of bow structural 
changes directed at improving the socio¬ 
economic position of the weaker sections by 
turmng market in their favour, contributed to 
a significant reduction in poverty and 
inequalities while simultaneoudy raising the 
growth rates to a very high level. The author 
rightly observes: "That measures for structural 
change, i e, those designed to influence the 
market in favour of poor have to he given high 
priority if economic reforms involving 
‘structural adjustment' are not to result in further 
marginalisation of the economically and 
socially disadvantagedgroups”. The authoron 
the other hand, in his article in the EPW has 
advocated a strategy of agricultural 
development which would certainly lead to 
further marginalisation of the poor. 

Indian agriculture is suffering from some 
structural deficiencies that render it totally 
incapable of drawing any benefit from the 
process of liberalisation of the economy. Nearly 
76 per cent of agricultural holdings are less 
than two hectares each and two-thirds of these 
are less than one hectare each. These holding* 
are fast becoming unoperational and 
uneconomical, with the average size being 
0.39hec1ares. More than two-thirds of fanners 
are net purchasers uf agricultural commodities 
and even of foudgrain*. Higher price* in the 
competitive market would go agaiust their 
interests. This fact is admitted by the authors 
when they observe that “Since opening up 
trade in fnodgrains is likely to raise the domestic 
prices, it is of utmost importance to build an 
adequate safety net forthe poof by strengthening 
implementation of the existing poverty 
alleviation programme* and public distribution 
of foodgnin* and other essential commodities 
by targeting them strictly to those who are 
genuinely needy”. We are already -familiar 
with the government policy of introducing 
frequent hikes in issue prices of foodgrains, 
thereby narrowing down the price dfffcrentia) 
between the open market and issue prices of 
foodgnin*, resulting in cootidenMe decline 
in offtake of foodgraia* from government stock. 
We have no policy for gainful utitUotioa of 
dock of foodg rein* and slock of foreign 
exchange. 

The consequences of integrating Indian 
agriculture with the world market may not in 


_j_ DISCUSSION 

reality be in the directions visualised by the 
authors. 

The wider and far-re aching implication* of 
such an integration have not bees considered 
by the authors, not because they do not know 
but because they wanted to present the seemlier 
aide of the picture, being advocates of 
globalisation of Indian agriculture. The far- 
reaching and wide-ranging implication* of such 
*n integration have been elaborately discussed 
by Meera Naoda in her recent article. 

‘ Transnationalination ofTIurd World State and 
Undoing of Green Revolution' (EPW, January 
28). The paper discusses in depth the impact - 
of the current phase of international!satioa of 
agribusiness on the ability of third world states 
to formulate self-sustaining and pro-poor 
agricultural policies, since compared to the 
earlier policy of agricultural modernisation - 
the so-called green revolution, the current phase 
will not allow agricultural policies to be guided 
by nationally determined priorities. The author 
has lightly observed: "The new agriculture 
serves to articulate local production relations 
in the 'new agricultural countries' to the world 
economy more dose! y than cohmtai agriculture 
ever could 'and thus cause* even deeper 
disarticulation of agriculture from the needs 
and lives oflocai populations”. The new GATT 
regime further buttresses this trend by 
interfering in the domestic policies of member 
countries through determination of ceiling on 
domestic support to agriculture, free market 
access to agricultural imports and recognition 
of intellectual property rights in seeds, fertiliser 
and insecticides. The author presents the empi¬ 
rical evidence of many developing countries 
ceding the crucial policy areas of national 
development to internationalised sgri -i nduatry 
through contract farming also heavily promoted 
by multilateral financial bodies including 
USAID and British Commonwealth Develop¬ 
ment Corporations. The latter in conjunction 
with the World Bank has pioneered palm ait, 
cocoa and rubber contracting across Asa. Africa 
and Latin America One such instance of contract 
fanning is that of the Pepsi company in Punjab. 

Meets Nanda has drawn our attention to the 
adverse effects of such contract farming it a 
number of developing countries. In our own 
country, the government is encouraging prawn 
farming on a large scale. The Hiaduflan Lcver 
was already involved in prawn fanning and 
other companies are alto setting up high 
technology processing plants, some with 
technical collaboration and Wodd Bank aid. 
The so-called blue revolution will deprive the 
fritvaToikofemploymcm, and policies of export 
orientation may aggravate the problem of 
ecological degradation and nargiuali ration of 
local fishermen. 

The strategy ot integration proposed by Rao 
and Gulati would jeopardise the interests of 
Indian agriculture, partktdariy of the vail 
majority of rural popedatioa which i* 81- 
equipped to partietpide in the ialegtalaon 
process. In contrast to the green revolution 
period, the rtntegy of latcnuai o nal rrara oa uf 
agri-business would impede the abibty of our 
country to formulate aeU-susuiaaag and pro¬ 
poor pobcic*. The author* have pnr*e*te4 erne 
side of the picture which i* based on tacurreq 
prenuae*. The other side of the picture hosed 
on realities is presented by Meera Nanda. 
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Health Expenditure across States - Part I 

Ravi Duggal 
Sunil Nandraj 
Asha Vadair 


HEALTH CARE, like education, housing, 
old age security and othcrsocial provisions, 
has nowhere in the world been able to make 
* an effective contribution without the active 
participation of the state. Even in the most 
advanced countries the role of the state has 
been extremely critical in assuring that health 
. care becomes universally and more or less 
equitably available. Investment in health 
care is a necessary social investment without 
which the large mass of working classes 
cannot realise good health and contribute to 
the economy. 

In India, though the state has a large stake 
in Che health sector, investment has not been 
effectively utilised. Part of the reason is a 
maldistribution of investment and part, other 
factors such as the growth of the private 
sector which makes for ail unhealthy 
competition for manpower resources, etc. 
The unchecked growth of private health care 
and in absolutely unregulated functioning 
in India, unlike in most other countries where 
a large private sector exists, has made 
profiting from human misery a big business. 
The consequence of this is underdeveloped 
health services, public and private, and the 
poor health of the people in the country. 

Documentation on the health sector, like 
other social sectors is quite unsatisfactory. 
Thanks to state institutions there is some 
basic accumulation of information on the hcaith 
sector, though mostly on the public health 
sector. Whereas some information on private 
health institutions and humanpower arc availa¬ 
ble due to a system of registration, even 
though incomplete and inadequate, infor¬ 
mation on investment and financing of the 
private bcahh sec tor is virtually non-existent, 
except for few small field research studies. 

The main clearing bouse for most 
information, including on the health sector 
is the Central Statistical Organistion (CSO) 
which is supported by the state statistical 
bureaus in collating and compiling 
information. Information is gathered from 
the various departments, ministries and other 
public bodies of the central and state 
governments. A time lag of two to three 
years is considered normal. Of course, some 
departments and some states are more 
efficient and hence in such cases their own 
data compendia are more up-to-date. Apart 
from tins data is also generated through 
large-scale surveys, etc, by the National 


Sample Survey Organisation (NSSO) and 
the RegisIrarGeneral's Office (RGO). While 
the formercovers a very wide range of social 
and economic facts the latter is largely 
concerned with demographic and related 
parameters including the census operations. 
Both the NSSO and RGO have made 
invaluable contributions to the information 
system in the country and the quality of their 
data is definitely much he tier than the returns 
which public agencies file for the CSO to 
compile. However, even these agencies have 
not been able to overcome the time lag. 

For the health sector the clearing house 
at the national level is the Central Bureau 
of Healthlntelligencc (CBHI) which loo has 
state level health bureaus compiling and 
processing health information. The CBHI. 
for various reasons, is a very poor clone of 
the CSO. It brings out an annua] publication 
called Health Information of India (earlier 
called Health Statistics of India) which is 
the main compendium on health scctnrdata 
for the country. Despite computerisation, 
the quality of data has deteriorated over the 
years and the agencies which supply the data 
have become indifferent to the quality of 
information gathered. 

Stale health departments, health pro¬ 
gramme desks, state medical and other 
counci Is, medical colleges, hospitals, district 
health offices, etc. private bodies like 
registered practitioners, nursing homes and 
hospitals, laboratories and diagnostic centres 
and pharmaceutical companies do not 
comply even with the rudimentary 
requirements of filing the minimum returns. 
Gi ven the above scenario the health services 
data are at best proximate indicators. 
However, the data pertaining to public sector 
health expenditures are very reliable and all 
thj* is available in a single document, the 
Combined Finance and Revenue Accounts 
published by the Comptroller and Auditor 
General of India. Aa yet data are available 
only upto 1985-86 in published form. For 
the yean after this we have relied on state 
budget documents. 

Public expenditures on health gate and 
selected health programmes/activities 
constitute the main focus of the present 
compilation*. However, one cannot look at 
expenditures in iaoiation of the services being 
provided and hence wc have also put together 
selected health infrastructure data. 


* :c. 


Sjxucturb of Health Caws Servksi 

The structure and pattern of health c 
delivery baa been a continuum from 
colonial period. After independence 
attempt bas been made to radically rc struct 
health care services in spite of 
recommendations of the Bhore Commit 
Report (Government oflndia 1994],On 
contrary, aspects contributing to inequa 
were strengthened, for instance, product 
of doctors for the private sector, conceotrat 
of medical services disproportionately in 
urban areas. Financial subsidies by the st 
for setting up private practice and priv 
hospitals, allowing a huge number of doct 
and nurses trained at the cost of pul 
exchequer to migrate abroad. 

Though in India we have a significat 
large public health sector, the larger priv 
health sector, mostly for curative c« 
completely dwarfs the former’s piesen 
The private sector has witnessed rapid grm 
since the mid-70s. and its presence 
overwhelming in the area of general precti 
N umerous studies show that over 80 per c 
• of such care is provided by theprivalc sect 
With regard to hospital care available d 
shows a 50-50sharc between the twoscctc 
DaU culled out from various sources t 
presented in Tables A and B provide 
necessary evidence in this respect. 

Apart from the public-private dichoux 
which restricts access of the poor to bca 
care services, there is an even mow sev 
inequality that of rural-urban distributior 
healthcare services. Rural areas are neglec 
both by the public sector and the allopal 
private health sector. For instance, in ID 
of all hospitals and beds in the country <s 
32 per cent, and 20 per cent respective 
were in the rural areaa. i e. 0.57 bospit 
and 20-3 beds per 1,00.000 population 
rural areas as compared to 333 hospitals i 
238 beds per 1,00.000 population in urt 
*eas. 

To improve the access of the nt 
population, the state has been setting 
primary health centre# (PHCs)in rural are 
During the Sixth and Seventh Plan peri 
there waa a massive expansion of the P 
Infrastructure toicach the target ofoneP 
per30,000rural population Except for soi 
states, this target has been realised bot t 
bas not bad the expected impact of maki 
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avuflbbto.Studier dor* evert timing the Utter 
yean ot (be Sevteb Plata and also more 
recently show* tbet PHC* are grossly 
undent ttliaed primarily became they are 
inadequately provided (staff. medicine, 
equipment, transport. etc) and because the 
entire focus of the health programme through 
PHCi is in completing family planning targets 
[1CMR 1991; OupU JP et al 1992; Ghosh 
B 1991J. 

So what does the rural population do to 
meet its medical care requirements? They 
either crowd the taluka or district hospitals 
or even private practitioners and private 
hospitals in the cities when the situation 
demands, or more often they use locally 
available private practitioners who are mostly 
qualified in nan-allopathic systems or persons 
running apraetke without any qualification. 
The 1981 census, for instance, showed that 
is many aa 59 per cent of qualified non- 
allopathic doctors worked in the rural areas, 
while only 27 per cent of allopathic doctors 
were working in villages and that loo mostly 
in government service. For the non-qualitied 
practitioners, there is no national level data 
available. A study in UP by SKMMRB 
gives an estimate of about 1.87.000 rural 
private practitioners (in 1990) for die- slate, 
with only half of these having formal 
qualifications in any system of medicine 
[Rhode J E. Viswanathan H 1994). 

India is a large country with very marked 
inter-regional differences - linguistic.ethnic, 
historical, geographical, economic and 
political. All these differences in tandem 
contribute to the development or 
undetvlcvelopmcnt of the health sector. It is 
evident from the tables (2 to 6) thut there 
cx ists a done rel atkmship between thoi ivcral I 
development of the state and its health 
infrastructure development. States with the 
better health infrastructure availability are 
also the economically bet ter de velof sxl ones 
The exception of Kerala is well known and 
docs not need furthcrdiscussion. Then north 
eastern states, other hill states, and smaller 
states show a better achievement in 
availability of health services because of the 
low population density in these states. 
Perhaps Goa is the only state amongst these 
that may be regarded as having a good level 
of health cate development. 

Further, within the tutc* the rural-urban 
gaps hold for all state*. However, some 
stales which have had a consistently high 
investment in the health sector, esffccially 
in rural anas have been able to reducf this 
gap. Par instance, whew bod:population 
ratios are concerned, the least urban-rural 
gap is in Kerala (twice). Punjab (thrice) 
among maj or states and Goa (four times), 
Manipur (twice) and Mizoram (five times) 
among the smaller states. The largest gap 
i* in Bihar (76 times) J and K (73 times). 
Haryana (40 tees), Rajasthan (37 times). 
Hi ma c ha l (55 tune s) and Meghalaya (113 


agaiastastatcbealthexpeeditBreof R*0J6 
per capita. Similar studies in various states - 

by S C Seal in the 50s showed private health 
expenditure to be between83aod 88 per cent 
of total health expenditure. In studies done 
in 60s and 70s also an average share of the 
private health soclor was above 80 per cent 
IDuggalR 1991). Recent studies also show y 
a similar pattern. This clcarty indicates that 
the financial burden borne by households is 
substantial and given the overall poor 
purchasing capacity such a heavy private 
burden hecomesquestionable. Because when 
illness strikes it necessarily cals into food 
consumption and other necessities, and worse 
sti U. the capacity to cam if the patient happens 
to be an earner. ^ 

As stated at the outset the main focus of ; ; 

the present compilation is public health 
expenditures in the country and the states. 1 > 

Public health care service, in India even ! 
though grossly inadequate are large in 
numbers and are involved in providing a 
wide array of services, unlike the private ^ 

fi 

Tabi * A: Russn ed UmisATKm ua Heauu Cake Facilities in SEiacTEDlMKScTAKrS'nnsv "J 

( Percentages ,> ,'J 


Study Source of Care 

Area IHthlic PH(7 Private Practi- Drug 

Hospital Public Hospital tinner .Store 

Lb up 

Tradi¬ 

tional 

Self Other 
Care 

Total 

•? 

NSS-1986-87 








(All lndiat 








(OPI) casesi Rural 17.7 

7.9 16.2 


53.0 - 

- 

5.2 

100 


Urban 22.6 

46 18.1 


51.8 

- 

19 

100 


(Inpatients) Rural 55.4 

4.3 38.6 


- 

- 

1.7 

100 


l 'iban 59.5 

0 8 38.5 


- 

- 

1.2 

100 

* 

NCAER-1'WO 







; 

(All India) Rural 28.0 

9.9 

(44.4) 

10.8 

- 

6.9 

too 


Urban 51.2 

7.9 

(44.8) 

13.6 


2.5 

100 


KSSP-1987 






* 

i 

(Kendal Rural (25.0) 


(53.0) 

- 

- 

12.0 12.0 

100 

.< 

FROM - 1984 







- 

(Maharashtra 







*' 

4 distnets) Rural (53.1) 


(58.4) 

- 

1.6 

6.9 

100 


FRCIi - 1987 







i 

(Jalgaon District) 







5i 

Rural (11.1) 


(84.6) 

- 

.7 

2.6 

100 

f, 

Urban (16.9) 


(77.5) 

- 

3.7 

1.9 

100 

V 

FRCH-1990 







* 

(Madhya Pradesh 2 dist) 








Rural 2.8 

14.8 

(73.9) 

1.3 

1.0 

6.2 . - 

100 


Urban 14.8 

0.3 

(71.9) 

3.2 

0.8 

9.4 

100 


Sources: 1 NSSO. 1989; 2 NCAER, 1992; 

3 Kate. Thaakappaa e« al 1991; 4 Duggti R 


S Amin, 1989; 5 George A et al. 1993. 






Figures is parentheses are combined percentages of the tnhuMM on niter side. 



Table B: Prowl* t* Pusuc Aim Private Sacroas (PmcteflAoe DtrnuetmetO 



Hospital* 

Diqxaraoes 

Hasp Beds 

ABnpete 


Pub Pvt 

Pub 

Pvt 

Pub 

Pvt 

Pub 

Pvt 


1964 * 

• 

• 

• 

• 

39.6 

60.4 


1974 81.4 18.6 

• 

• 

78.J 

214 

• 

* 


1981 56.2 43.1 

862 

I3.S 

71.6 

28.4 

29.4 

70.6 


1986 54.7 45.3 

• 

» 

73.9 

26.) 

26.6 

73.4 


1988 44.1 55.9 

50.6 

49.4 

70.1 

299 

• 

• 


1991 4 ZJ6 37.4 , 

40.4 

59.6 

67.8 

324 

♦ 

• 



MX*: * Not Available. 

Somrct: fMth It f smmion of India, naspecuve yasa. 


times). Also it is therefore no coincidence 
that in the former group of states the final 
population enjoy a better status than in the 
latter group. 

Health Care ExreNumitEs 

The presence of the private health sector 
is overwhelming. Therefore, it is natural that 
it accounts for a larger part of health care 
expenditure also. Unfortunately, at the macro 
level there is virtually no information on 
private health expenditures. In the recent 
years micro studies have provided a good 
deal of information on the private health 
sector, including expenditures. 

Various micro studies right from 1944 
onwards to the most recent show that the 
share of the private sector in health care 
expenditures has always been around 80 per 
cent of total health expenditure. The 1944 
study by k B l.al quoted by the Bbnre 
Committee report showed private health 
expenditure to be Rs 2.50 per capita as 
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sector which provides only curative and 
diagnostic service*. 

The ministries ofhcalth and related bodies 
provide curative services (mostly, in urban 
areas), health insurance programmes for 
specified organised sector employees and 
government employees, run national control 
and eradication programmes for diseases 
like leprosy, tuberculosis. AIDS, malaria, 
blindness, guincawortn. goiter, etc. run 
institutions to provide education for doctors, 
nurses and paramedics and for the conduct 
of medical and related research, run a primary 
health care programme in rural areas and a 
massive family planning programme right 
across the length and breadth of the country. 
For running this there is a large bureaucracy 
and a huge army of line workers. For instance, 
as of March 1991 in the rural areas the state 
wax employing 3.11.455 line workers 
(doctors, nurses, pharmacists, paramedics) 
and2.93.400support staff (clerks, waixlboys. 
drivers, surveyor*, etc). It may be noted that 
these were 39 per cent less than the stated 
requirement for the existing health 
infrastructure in place. The bureaucracy loo 
is huge. The Central Ministry of Health 
employs over 30.000 persons. The figure.* 
for the states is not available but it must be 
a whopping amount considering the fact that 
health services are a state-subject. To finance 
this apparently masxivc infrastructure the 
centra] and state governments arc today 
spending Rs 7.867 crorc of which the share 
of state* is 91 per cent (including central 
grants). This amount works out to Rs 85 per 
capita and is only 2.63 of total government 
expenditure and barely 1 percent of GDP. 

For the purpose of analysis, health 
expenditure refers mainly to expenditure 
incurred by the ministries of health and 
family welfare. Hence, it excludes water 
supply and sanitation (which falls under the 
purview of rural and urban development 
ministry) though classically it has always 
been clubbed under health. Health includes 
curative care or medical care (hospital* and 
dispensaries), preventive and promotive 
programmes, medical education, family 
planning. Employee State insurance Scheme 
(ESIS), Central Government Health Services 
(COHS), etc. The data provided with regard - 
to hospitals refers to both public and private 
sector, and expenditure on hospital* and 
dispensaries refers toonly the public sector. 

In India hospitals gets defined as any 
institution that provides indoor care. The 
peoplewbo compile data do not have a clear- 
cut definition, e g, two-bedded inatitutions 
can either be a dispensary or a hospital A 
lame number of dispensaries also provide 
indoor care, eg, giving a drip when needed. ! 
Demarcation bet wee n the two is not very 
dear. A smaller restitution with 10 to 15 
beds is defined as s nursing home, especially ( 
in the private sector. We have reasons to 
believe that the number of private hospitals 
is much larger fNandraj S 1994). Public 


hospital* mainly oonsist of rural hospitals, 
cottagp hospitals, dvil hospitals, teaching 
hospitals, non-teaching hospitals, special 
hospitals (maternity, mental, TB, leprosy. 
With regard to diseases control, national 
programmes were setup.These are preventive 
and ptvtnotive in nature designed to tackle 



around 15 national d ia easa s programme 
functioning in tha country. These are fa 
riisnasna and i Ones ana likeTB,malaria.fllarU 
leprosy, diarrhoea, blindness. STD, menu 
health, AIDS, cancer, etc. 


Tails C: Rukal-Uman Dutaiuttb* m Hsalth Cau Shkdmo amp pAOurus 


Urban Health 

Rural Health 

Urban/ 

Uibea/ 

Urban/ 

Service*® 

Services 

Rural 

Rural 

Rond 

Rupees Per Cent 

Rupees PerCeot 

Disparity 

Disparity 

Disparity 

Per Capita of Total 

Per Capita of Total 

(limes) in 

(TinM*)in 

Cnmaa)ii 

Health 

Health 

Spending 

I 

1 

¥ 




of Beds 

of Doctor 





1990* 


Punjab 


1990-91 

124 

50 

38 

36 

3 

3 

3 

1991-92 

147 

50 , 

47 

38 

3 



1992-93 

Kerala 

149 

52 

44 

36 

3 



1990-91 

171 

70 

16 

20 

11 

2 

3 

1991-92 

169 

68 

20 

22 

8 



1992-93 

Tamil Nadu 

195 

68 

23 

22 

8 



1990-91 

109 

65 

14 

17 

7 

20 

11 

1991-92 

120 

66 

15 

16 

8 



1992-93 

West Bengal 

128 

66 

15 

15 

8 



1990-91 

142 

68 

13 

17 

11 

15 

6 

1991-92 

133 

67 

13 

18 

10 



1992-93 

Maharashtra 

142 

67 

14 

17 

10 



1990-91 

76 

55 

19 

22 

4 

15 

5 

1991-92 

77 

53 

23 

25 

3 



1992-93 

Gujarat 

75 

52 

26 

28 

3 



1990-91 

84 

59 

15 

21 

6 

16 

6 

1991-92 

91 

60 

16 

19 

6 



1992-93 

Andhra Pradesh 

96 

60 

16 

19 

6 



1990-91 

92 

59 

9 

16 

10 

23 

11 

1991-92 

96 

60 

9 

16 

11 



1992-93 

Madhya Pradesh 

106 

59 

10 

15 

11 



1990-91 

68 

51 

12 

31 

6 

36 

18 

1991-92 

75 

53 

12 

27 

6 



1992-93 

79 

S3 

13 

28 

6 




NoUt. * EuimaSed os tbe basis of Cesunw of India 1981: Economic Table*. 

• includes Medical Education and Employees Sue Insurance Scheme (ESIS) 
Souretr.fi) Detailed Demand far Grant* 1992-93. respective stares: 1990-91 Actual*. 1991-92 
Revised Estimate, 1992-93 Budget Estimate*. 

(2) Htalth Information of India. CBH1. GOI, 1991. 


Tasu D: Raw*.* ( 1 W 2 - 93 ) and Means 

(1990-93) cr> Extendctuu* on S alasw aw Mathiau am> Sunut* or Saunw PkoatAMM* 

w 8 Stats* (Pkcsmtaoci) 




Salaries 


Matarialsand Anvbe* 

Rang* 


fcgagr Mms 

1 Malaria 


(MP) 65-95 (KE) 

79 

(KE) 0.5-30 (MP) 

14 

2 Leprosy 

£ 

(MH) 76-89 (TN) 

83 

(TN)4-10(KE) 

6 

3 Tuberculosis 


<MH) 25-94 (MP) 

55 

(MP) 0.7-73 (KB) 

40 

4 Urban Hospitals 


(GJ) 63-77 (AF) 

66 

(AP) 19-31 (TN) 

24 

5 Teaching Hospitals 


(TN)48-66(AP)' 

SI 

(AP) 13-30 (TN) 

25 

6 Rural Hospitals and Dispensaries 

(KB) 64-88 (PJ) 

73 

HOI) 2-34 (KE) 

15 

7 PHCs 


(AP) 74-89 (KE) 

83 

<WB)6-T7(AP) 

to 


Nou Tin sbbwwMSioa* in pnsuatfae* ra n* ssnras of stares wtifa the tnririnwa asri niuriniaii 

values. 

Srertet Same as Ttdda C 
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Thci Afrapwa^ptedi* fortbc rtate* a* they 
exist today. The union territories have been 
combined u>tether and shown under union 
government, i e. the tatter includeii 
expenditure* by the unioo territories and the 
central government. It i* well known that 
the state* that ex iat today are different from 
thoae in the 50a and 60a. Aa far aa possible 
wc have tried to merge territories that belong 
to the present-day state*. 2 

A* in evident from the health expenditure 
table* (7 and 8) the inveatment by the public 
sector for health care ha* been inadequate 
to meet Ihedemandsof the people. The state 
has, over the year*, committed not more than 
3.5 per cent of ita resources to the health 
sector. In fact, during the 70s iikcII a 
declining trend is perceptible and this has 
become mitre marked during the 90s. The 
budgeted expenditure for 1994-95 at 2.63 
per cent of total government expenditure 
is the lowest ever. Thu*, the tables clearly 
reveal that the investment by the state in 
the health sector i* very small both in (he 
overall economy a* well a* within the public 
domain. 

The most persistent declining trend has 
been on expenditure for hospitals and 
dispensaries, especially since the 80s. This 
decline may be seen in the context of the 
massive expansion of private hospitals since 
the late 70s. The expenditures on disease 
programme* and medical education have 
been less affected. Family planning 
expenditure ha* grown rupklly up to 1991-92 
anil since then slowed down. Similarly (he 
maternal andcliild health (MCH (programme 
reached a peak during 1991-94 while the 
mission approach was active to meet targets 
for immunisation, but the eutTcnt year's 
budget has drastically cut funds lor this 
programme 

F'urther. when we calculate per capita 
growth rates of health expenditure, we find 
dial except for a lew earlier years Ihe total 
government expenditure has been 
significantly more than on health, and 
especially so in the 90s. Thus, health care 
expenditure has not kept pace with increase 
in government expenditure. With regard to 
publichealth expenditure's share in national 
income it peaked in the mid-80s to I ..3 per 
cent of per capita NNP and since then has 
declined to 0.95 per cent. Under structural 
adtustment there has been further 
compression in government spending in an 
effort to hring down the fiscal deficit to the 
desired level. This compression ha* an 
adverse impact on the social sector*, more 
specifically the central health sector. Analysis 
rtf data by National Institute of Public Finance 
and Policy give* evidence lor this 
compression which has u<cn place over the 
last decade, it show* the stale's share in 
health spending has increased from 71.6 
per cent in 1974-82 to 85 7 per cent in 

1992-93 «ad that ofthe grant* from centre 


declined drastically from 19.9 per cent in 
1974-82 to 3.3 per cent in 1992-93. Further, 
the breakdown of central assistance Instate* 
reveals that centre! programme* or centrully 
sponsored programmes are the most severely 
affected. Tile share of central grant* for 
public health declined from 27.92 per cent 
in l984-85io 17.17 percent in 1992-9.3 and 
fordiseaxcKprogrtunme from 41.47 percent 
in 19X4-85 to 18.50 per cent in 1992-9.3 
INJPFV I993J. 

Further, as seen in the preceding section 
the rural-urhun gap is wide. While the 
infrastructure availability in rural and urban 
areas should suffice to tell the story ulsrnt 
where the stale’s investment in the health 
sector goes, it is worthwhile looking 
separately at the expenditure lahelled as 
rural and urban in the public expenditure 
data. 

Culling rural-urban expenditure data 
separately is a project in itself hut we have 
dime this exercise for the most recent years 
hut only for a few states in the tables C and 
f) The expenditure data in the above tahles 
refer lohospitals and dispensaries, including 
medical education and insurance in urban 
areas and rural hospitals, dispensaries and 
FHC* m rural areas {it may be noted that 
these expenditures are between 74 percent 
<uul 90 jh.t cent ol all health expenditure in 
these stales). 

Table C shows lhal the volume of 
spending on health services tit the rural 
areas has a direct relationship with 
availability oihcalth care facilities. While 
Punjab is the ported representation of this 
relationship. Kerala appears to contradict 
it. However. Kerala's high disparity in 
spending between urban and rural areas is 
w ith relatively high spending in both urban 
ami rural areas. 

Annthcrdimcnsionotrural-urbandisparily 

in investment is the additional investment 
in health care in urban areas by municipal 
bodies. Mosl municipal bodies spend 
between one-fourth and onc-third of their 

budget on health programmes whereas rural 
local bodies do not spend anything significant 
on this account (NIUA 1983. 19891. 

Wc have already seen that medical care 
(hospitals and dispensaries) constitute the 
sing le largest cate gory ofhcaith care spending 
(mostly in urban areas) by the slate and as 
a programme it is a down trend. Family 
planning i* (he next large category of 
expenditure which is mostly spent in the 
rural areas. Tile other two large categories 
of spending are national disease control 
programmes and medical education. While 
Ihe former investment has helped in assuring 
that provision of selective preventive health 
cure stays on the national agenda, the latter 
has mostly helped hi prv >viding Ihe necessary 
human power for the private health sector 
and hence has been more of a drain on the 
public exchequer. 


Finally, what happens to the fund* at the 
disposal of the public health sector in terms 
of input compositions, ic. saiariesof staff 
commodity purchase*, etc. Again, since 
compilation of this wa* not possible for all 
state* on a time scries basis we did tins 
exercise for the same eight stale* a* in the 
earlier table. The results are given in 
Table I). 

From this tabic we find that general salaries 
take away an exceptionally large proportion 
of cx|>eiKliturc on all activities and the inter¬ 
state variations fur salaries at least is veiy 
small. PHCs and disease programmes 
especially have very high proportion* for 
salaries hence these pn igramme- are hound 
to have little effect since tlie other necessary 
provisions arc grossly inadequate. Hence 
allocative efficiency becomes a major 
question of concern. 

Notes' 

(We thank S I. Shelly, and Padmu Prxfcash lor 
their i-ncisiiagumenl. guidance and -uppurt in 
preparation ol this paper and ha giving u- an 
opportunity for working with them. Wearealw 
grateful lo Ihe Division of KisoU Analysis. 
Department ol Eeiwomie Analysts and Policy. 
Reserve Bank of India. Bombay for giving us 
access lo their library.) 

1 Dais up lo 19X1 in this paper are derived 
from an earlier published analytic 
compendium tilled Stair Serial Health 
Lxi>eiulituir\: A Database: All India and Ihe 
States (Duggal R. N ami raj S. Shelly S 1992) 
on siatehealthexpendiimeupio 19X5 through 
Ihe Foundation for Rexeorrh in Ommtmdy 
Health. Bombay. Data for the later year* 
have heen compiled by the authors as part 
ol (be ongoing wore at the ('enlre for Enquiry 
into Health and Allied Themes (t'EHATl. 
Bomhay. 

2 Union Government: 195? to 1956 data for 
Delhi has been merged. Andhra Pradesh: 
Accounts showa scpanSety tioni 1954.1956 
dot a for Hyderabad has been merged. Gujans: 
Between 1951-1960 dam was given far the 
then existing 'lombav <• ate. Wg hnvc 
included llns dal a under Mahanstra. lienee, 
this period da(H includes Ihe present-day 
Gujarat. Haryana: Aireoum<4*iw» separably 
from 1967. Jammu and Kashmir. Account* 
shown sepanselv from I960. Karnataka: t951 
and 1956 data for Ooorg has been merged. 
Up lo 1972 it was named Mysore. Kerala 
1952 to 1956 data u for Stale of Tr»vnature 
and Cochin. Madhya Pradesh Vindhya 
Pradesh, Madhya Bharat. Bhopal have heat 
merged. Maharashtra: 1951 to 1956 datars 
for Bomhay state winch includes Gujann. 
Punjab: 1951 lo 1956 PEPSI' has hen 
merged. Rajashlhaa: 1952 lo 1956 Ajmrt 
has been merged. Tamil N’adu: 1 pfo I96K 
it was named Madras. Arow»-hal Pradcanu 
Accounts shown separately tium 1976 (tea. 
Daman and Dm: Accounts shown separasefrr 
Hum 1964. Mizoram: Account' shown 
separately fttm 1973- P iud uhert y: A c e m tete 
shown separately from 1964. tbmacM 
Pradesh: Between 195k and 196' M was 


* / • 
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ojMtor tuuo* govemraast adiwtalM ratio*. 
Muipar Account* ibowa t wp wm ly front 
1964. Meghalaya: Accouats ahowa 
separately from 1971. Nagalaad: Account* 
ahowa separately from 1964. Sikkim : 
Accouats shows separately from 1976. 
Tripura: Accouats shows separately from 

•• 1964. 
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Table 3: Red*: All India 
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Number per 1,00,000 population 


Ymt 

1961 

_1966 _1971 1976 1911 _1996__19M_ 

1991 


PHC* SC* 

PHCa 

SCI PHCa 

sc* me* 

SC* PHC* 

SC* PHC* 

SC* PHC* 

SC* 

PHC* SC* 

Major States 











Andhra Pradesh 

.65 

1.20 

1.19 

3.55 1.09 

8.14 1.02 

10.40 223 

1525 Z77 

174)5 

Z64 

1626 

Assam 

.63 

.15 

.78 

2.86 .94 

3.01 .82 

4.47 1.73 

13.92 2.27 

18.94 

Z23 

25.7* 

Bibar 

.84 

1.26 

1.16 

6.95 1.05 

7.64 .96 

9.49 1.76 

14.09 220 

14.75 

323 

19.74 

Gujarat 

.97 

1.63 

1.31 

8.07 1.18 

9.00 1.07 

10.65 1.70 

23.79 Z57 

2423 

3.24 

26.41 

Haryana 

* 

* 

1.08 

8.02 .97 

8.09 .88 

10.30 2.22 

17.77 Z62 

18.81 

3.22 

18.73 

Jammn and Kashmir 

1.11 

1.58 

2.00 

6.70 1.89 

6.55 1.82 

8.02 2.58 

1020 4.57 

25.57 

4.71 

2687 

Karnataka 

,96 

2.17 

1.19 

8.89 1.10 

9.6) 1.14 

1220 1.75 

18.00 Z13 

1921 

3.66 

25.17 

Kerala 

.58 

1.00 

.91 

8.93 .85 

9.27 .80 

175 2.08 

15.72 Z77 

1821 

4.27 

2385 

Madhya Prado* 

.74 

1.27 

1.28 

6.88 1.20 

7.99 1.14 

12.81 ZOO 

15.90 Z15 

182* 

223 

23.45 

Maharashtra 

.78 

1.36 

1.12 

8.01 1.04 

160 1.06 

9.98 3.02 

20.02 3.34 

20.08 

3.41 

19.41 

Orissa 

.68 

1.38 

1.56 

7.71 1.45 

9.40 1.35 

8.76 Z62 

17.12 3.03 

2029 

3.75 

19.89 

Punjab 

1.76 

2.50 

1.23 

7.07 1.14 

7.70 1.06 

17.34 1 13.57 

2023 13.67 

20.28 

1425 

20.! 1 

Rajasthan 

.85 

1.21 

1.09 

4.78 .96 

6.73 .86 

6.89 1.93 

15.74 1.85 

15.07 

3.91 

23.92 

Tamil Nadu 

.49 

.96 

1.74 

13.90 1.41 

10.63 1.18 

10.47 2.15 

20.85 Z37 

23.19 

1.17 

23.71 

Uttar Pradesh 

.80 

1.25 

1.07 

4.50 1.05 

8.39 1.01 

9.09 1.91 

1625 Z35 

19.15 

3.27 

18.09 

Weal Bengal 

.6? 

.72 

.71 

3.99 .86 

4.34 .86 

6.95 2.83 

17.13 3.03 

16.90 

3.13 

15.93 

Other States 




• 





• 


Anmadni Pradesh 

• 

* 

16.66 

* 15.18 

* 7.62 

1Z53 *97 

9.82 Z98 

19.87 

4.25 

22.96 

Goa. Daman and Diu 

0 

3.20 

2.38 

. 8.08 2.20 

8.79 2.04 

1320 1.97 

2428 X70 

22.05 

3.48 

21.04 

Miauram 

« 

m 

0 

• 1.20 

.90 3.76 

35.49 13.49 

50.19 8.65 

53.78 

9.48 

59.59 

Pondicherry 

.71 

4.34 

4.02 

10.97 4.27 

11.75 4.16 

1526 14.17 

2524 6.22 

25.21 

8.27 

26.20 

Himachal Pradesh 

1.21 

1.40 

2.33 

8.11 2.15 

8.53 1.95 

16.46 3.90 

2Z43 29 

25.33 

421 

32.19 

Manipur 

.84 

1.46 

1.50 

4.72 1.01 

5.46 2.77 

13.87 3.80 

28.99 4.12 

3228 

5.15 

31.80 

Meghalaya 

« 

* 

1.04 

2.89 1.43 

6.53 2.10 

186 4.12 

23.75 4.21 

22.77 

5.52 

23.89 

Nagaland 

.29 

0 

1.94 

5.38 * 1.96 

7.68 2.60 

10.39 6.38 

23.61 3.00 

2223 

3.21 

19.99 

Sikkim 

* 

• 

* 

* 2.20 

9.66 5.65 

1121 6.31 

2925 5.92 

3723 

5.97 

37.11 

Tripura 

.96 

1.81 

1.65 

2.15 1.68 

4.84 1.53 

7.33 3.85 

12.95 2.ZS 

16.77 

2.11 

2128 

All India 

.75 

1.27 

1.17 

6.36 1.11 

7.87 1.06 

9.74 Z45 

17.18 2.81 

18.77 

3.55 

20.90 

Note: Only rural population taken. 










* Not available sub-coot 1061, 1966 not applicable. 








Sourrer. Health Information of India. CBHI. MOHFW. GOl. respective years. 










Table 6: 

Doctors and Norses: AO India 








Nuinher per 1,00.000 population 






Year 


1961 

1971 

1981 


1991 



Doctor* 

Nurses 

Doctor* 

Nunes 

Doctors 

Nuiw 

Doctors 

Niuxe* 

Major Stoles 


• 









Aadbta Pradesh 



8.97 

22.18 

16.66 

43.05 

2022 

49.67 


23 34 

Arran 



8.97 

32.05 

11.04 

36.35 

13.00 

47 08 


10.11 

Bihar 



Z83 

18.54 

6.52 

2622 

1109 

3025 

• 

1029 

Gujml 



• 

26.23 

9.54 

42.99 

14.45 

52.98 


59.00 

Haryana 



* 

• 

• 

0 

13.97 

• 


20.73 

Jammu and Kashsrar 



• 

16.22 

* 

44.53 

0 

55.80 


« 

Kanatafca 



• 

26.43 

6.29 

51.05 

13.94 

98.5* 


5221 

Koala 



.33 

27.09 

19.43 

45.95 

37.48 

56.72 


78.41 

Madhya Pradesh 



5.54 

11.53 

9.55 

107 

1550 

16.92 


88.00 

Mafasrahtm 



23.02 

45.28 

39.10 

65.43 

54.03 

6Z72 


48.64 

Oatan 



2.87 

19.70 

7.49 

30.67 

1126 

35.19 


5023 

Punjab 



28.42 

9120 

64.67 

127.88 

9426 

134.51 

116.25 

Pnj---*-Titi 



• 

12.95 

11.01 

25.43 

15.33 

32.01 


22.3* 

Taaul Nadu 



23.43 

45.46 

34.34 

65.69 

51.75 

81.94 


60.49 

Uttar Pradesh 



3.66 

14.59 

3.86 

21.54 

6.78 

Z3.91 


924 

West Bengal 



13.89 

58.02 

11.38 

60.15 

1623 

61.38 


Z5.I6 

Other State* 











a -» ■ am — a » 

Aimacnai itmou 



• 

0 

• 

• 

• 

• 


* 

Goa. Daraae and Diu 



• 

0 

• 

* 

0 

0 


* 

Mrasan 



• 

0 

0 

0 

0 

0 


• 

•*---**- -*- - 

nMony 



♦ 

0 


0 

0 

0 



.*- 1 ta- J a 

fimuH 1 !■ Wl 

da 


0 


0 

0 

4.44 

0 


29.82 

Msupw 

*, 


• 

0 

» • 

0 

0 

• 



Meghalaya 



• 

0 

0 

0 

0 

0 



aSST 1 



• 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 


• 

Tripura 



0 

• 

0 

0 

0 

0 



AB&Mfta 



8.10 

Z1S1 

14.71 

3922 

21.95 

47.19 


3681 


Near. Only wol pnp e lMio a tatan- 
. NntamdHde_ 

Sm na: HtM Inform at ion tfln0n, CBHTMOHFW GO^Mpucfiva yarn. 
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T*H* 7: Expcnriitarv m HmMu AX Intfta 


Ye* 

195W1 

1955-56 

1960-61 

1965-66 

1970-71 

1975-76 

19*0411 

19*5-86 

1991-92 

1992-93 

1993-94 1994-95 
RE BE 

{teveeua mpaadhara 
besftfc 

21155 

509.83 

1076.82 

A: Annum la Rupnes Mrthre 

16*5.90 3351.18 61(1.66 11*88.12 

27153.91 

52010.57 

62039.06 

71825.18 71666.34 

Diaratsepeograeaene 

Uotptukmd 

23.73 

19.49 

2*0.51 

263.40 

456.86 

824.95 

1540.33 

3174.14 

5505.76 

6722.49 

7479.62 7477.53 

dlataaaariw 

96.15 

193.17 

427.92 

654.07 

1249.59 

276122 

5147.53 

10270.37 

13926.80 

17161.34 

19724.31 20255.54 

uaiaiaf ranendl 

10.91 

1273 

60J1 

126.19 

239.60 

534.05 

1077.90 

2353.92 

5299.40 

681185 

7845.13 6046.26 

Fanuly welfare* 
Maternal aad child 
health tervkat* 




— 

— 

787.71) 

1419.47 

4871.S3 

10085.36 

10264.17 

12122.46 13586.78 

— 

— 

a— 


___ 

23456 

60.38 

136.14 

1056.21 

1117.25 

1397.52 

599.35 

HesKh adeaiaistration 

30.62 

51.78 

119.65 

266.14 

67)5X1 

330.19 

583.99 

1285.00 

2335.95 

2771.20 

3228.89 3307.04 

CAP revenue 
expenditure health* 

— 

wm 

—a 

_ 


673.23 

969.00 

2507.22 

4385.05 

2604.59 

335105 3507.89 

jam govtiiiMM rovcftoe 
expesdtaue *136.0) 

11703.81 

21001.18 

51385 76 

8736*1.73 

174933.0 

361277.7 

*25301.3 

1670133 

2287180 

2652342 2987083 

Revenue expenditure 
health 

100.00 

100.00 

100.00 

B: Percentage Dfadrihutluu 

100.00 1181.00 100.00 100.00 

100.00 

100.00 

100.00 

100.00 

100.00 

Disease programme 

10.16 

17.55 

2605 

15.62 

13.63 

13.50 

12.96 

11.69 

10-59 

10.84 

10.41 

9.51 

Hospitals aad 
dispensaries 

43.99 

3803 

39.74 

38.80 

3729 

452*1 

43.30 

37.82 

26.78 

27.66 

27.46 

25.75 

Medical education 
usiaiag research 

4.99 

250 

5.60 

7.49 

7.15 

8.74 

9.07 

8.67 

10.19 

10.99 

10.92 

7.69 

Fsmily welfare* 

— 

— 

— 

— 

— 

12.89 

11.94 

17.94 

19.39 

I6.S4 

16.8* 

17.27 

Mstemal aad child 
heritto sendees* 

_ 

. 

__ 

_ 


0.39 

0.51 

0.50 

2.03 

1.80 

1.95 

0.76 

Health administration 

14.01 

10.16 

11.11 

15.79 

20.05 

5.40 

4.91 

4.73 

4.49 

4.47 

4.50 

4.20 

Revenue expenditure 
health 

2.69 

4.36 

5.13 

3.28 

3.84 

3.49 

.3.29 

3.29 

3.11 

2.71 

2.71 

2.63 

Disease piograaunf 

0.07 

0.22 

0.64 

C: Expend Its re Per Capita In Ruprix 

0.5.3 0.85 M4 2.25 

4 15 

6.37 

7.60 

8.27 

8.09 

Hospitals aad 
dispensaries 

0.27 

0.4* 

0.97 

1.32 

2.2* 

4 4*> 

7.5) 

1.3.43 

16.10 

19.41 

21.82 

21.91 

Revenue expenditure 
health 

0.61 

1.27 

2.45 

3.41 

6.11 

9.91 

17.35 

35552 

60.13 

70.15 

79.44 

85.10 


Noter. RE • Revised Estimate; BE * Budget Estimate; CAP = Capital. For the year 1994-95. disease pro gramm e, hospitals and dispensaries. medical 
education aud research, family welfare. MOH. health administration excludes central government expenditure as it was aol available. 

* (i) Family welfare and MOH f tom 19SO-51 to 1970-71 laduded in medical and public health account heads, (li) Cap revenue expenditure health 
ate Rkmm separately only from the 70s prior to which it was under the ministry of works. 

Source: Up to 19*5-16 it combined finance and revenue accounts Comptroller and Auditor General of India, respective years. Other years -demand for 
gnat*. respective states. 


Table S: Revenue Expenditure oa Health: Union Government and States 


Year 1950-51 

1955-56 

1960-61 

1965-66 

1970-71 

1975-76 

1980-81 

1983-86 

1991-92 

1992-93 

**•93-94 

RE 

1994-95 

BE 





A: Arnett la Rupees MMaa 






U»o» Government 

19.97 

70.33 

267.80 

151.87 

284.35 

529.27 

102218 

2561.51 

3*3114 

559030 

6931*0 

739010 

| ^ ■ » 


39.13 

75.57 

124.99 

259.39 

391.02 

*7622 

1137.60 

375255 

4221.63 

464196 

504153 

Aanrn 

6.29 

15.29 

30.42 

58.57 

74.93 

127.58 

23260 

647.08 

1123.45 

1364.43 

143241 

188192 

Bihar 

16.47 

56.61 

6527 

8130 

162.53 

250.08 

$44.11 

1235.89 

2713JI 

385638 

457634 

557654 

Gujmi 



31.81 

14.41 

213.87 

341.69 

641.99 

1480.69 

2*37.20 

297632 

334367 

3393.73 

Haryma 

- 


— 

— 

75JI 

127.82 

23117 

597.82 

95241 

108423 

1271.6* 

t396» 



— 

10.40 

20.05 

4629 

71.77 

19674 

42023 

969.72 

1223.60 

1363.10 

1323.40 


0.46 

1621 

46.36 

71.40 

159.53 

377.85 

603.49 

1385.49 

2953.10 

36020$ 

4237.73 

5077.72 

Kanin 


16.67 

44.49 

85.11 

150.11 

337.75 

570.92 

113347 

222661 

2301.31 

SIS! .60 

3TS9.T7 

MadbyaPradnb 

7.01 

49-56 

55.62 

108.94 

197.04 

309.91 

687.15 

1500.99 

2745.41 

3371.80 

4165.00 

4609.97 

44.59 

67 JO 

9061 

157.41 

385.33 

637.36 

125205 

2694.69 

5273.7$ 

615117 

6rn.*i 

6803.92 

Qriare 

6.97 

UJ1 

25.90 

6926 

107.59 

196.97 

40174 

739.01 

1565.99 

1715-06 

22424* 

220112 

Pt^jrii 

7.83 

21.36 

42.11 

83.07 

9131 

195.65 

J387.ll 

84218 

1811.89 

1979.53 

2201.98 

251275 



2116 

44.98 

92.80 

'21221 

296.14 

569.01 

I22SJ2 

279112 

3319.08 

3715.71 

<55696 

TanH Nada 

41.89 

43.79 

13.12 

139.48 

27130 

511.54 

88232 

1*45.52 

3790.05 

489422 

558260 

398237 

Uttar Pnriasfa 

30.C2 

42.32 

7401 

156.18 

211.12 

54121 

111618 

371227 

624231 

737180 

752923 


WaaBaagai 

37.17 

52.03 

lilt 

U"J* 

266.91 

593.02 

10*608 

201523 

3*94.12 

427169 

5033 53 

5337.64 

Arias 

4 ~iuiiri r—iiimti 


MW 

-we 

man* 


1141 

4207 

8291 

169.07 

21666 

2260 

27107 

o««, »— mi ■mlTVn 

t 

aaa* 

— 

1123 

19J1 

37.12 

53.58. 

11187 

27638 

30100 

344.41 

350.86 

IlftSOHBft 

— 

— 

— 

MW 

•ww 

186$ 

37.90 

89 JO 

16715 

190.19 

215.59 

19963 


KJ 
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Table 8: Revenue Expenditure on Health: Unioa OovemiMnt and Stetea (CcmfrttWrf^ 


Pondicherry 

Himachal Pradesh 

Manipur 

Meghalnya 

Nagaland 

Sikkim 

Tripura 

All India 


1065-66 

1070-71 

1975-76 

1980-81 

198546 

1991-02 

1992-03 

5.40 

10.95 

24.01 

35.02 

83.61 

181.87 

215.65 

13.21 

.39.88 

64.67 

154.63 

324.40 

707.22 

*85.55 

4.2.3 

10.89 

20.12 

53,63 

95.90 

216.53 

239.17 

— 

10.65 

18.71 

66.56 

124,93 

232.56 

275.90 

5.73 

17.82 

28.73 

55.92 

158.73 

203.80 

* 

— 

— 

4.56 

12.79 

37.47 

95.72 

122.31 

7.38 

13.79 

23.15 

44.19 

122.30 

275.1.3 

269.3.3 

1685.90 

3.351.18 

6111.66 

11888.12 

27153.91 

52010.57 

62039.06 


1076.82 1685.90 3351.18 6111.66 11888.12 27153.01 ! 

8: Aa l‘» r ctnt ag e uf Total < ieve mm ent Rrnww Erpmlltiri 


199.3-94 

RE 

254.02 

1084.00 

220.45 

361.06 

366.5* 

122.02 

325.54 

71825.1* 


TOWojr 

be; 

SSifi' 

1274.81 
1«1.4<L- 
367.31 : 

310.12, 

155 80 : 
368.25 5 
7*666.34 


Union Government 

0.47 

1.30 

2.53 

0.49 

0.58 

0.51 

0.48 

0.52 

0.45 

0.42 

0.45 

0.42 

Andhra Pradesh 

— 

1.3.74 

8.89 

7.8.3 

8.74 

7.88 

7.55 

6.61 

5.82 

5.87 

5.75 

5.63 

Assam 

6.74 

6.25 

7.51 

7.26 

6.20 

7.11 

6.51 

6.75 

5.23 

5.57 

5.14 

6.00 

Bihar 

6.32 

10.40 

9.02 

7.05 

6.53 

6.33 

5.72 

5.68 

5.66 

5.87 

6.24 

6.8') 

Gujarat 

— 

— 

6.22 

7.44 

9.74 

8.96 

7.11 

7.51 

5.42 

4.79 

5.09 

5.21 

Harvana 

— 

— 

— 


8.0*) 

6.84 

5.94 

7.00 

4.19 

4.56 

3.60 

2.'10 

’ Jammu und Kashmir 

— 

— 

8.58 

6.18 

6.68 

5.0.3 

7.35 

7.61 

6.37 

6.87 

7.71 

6.20 

Karnataka 

0.35 

6.06 

.4.83 

5.69 

6.32 

8.82 

6.74 

6.60 

5.96 

6.44 

6.56 

6 3'/ 

Kerala 

— 

8.48 

*>.6" f 

10.41 

9.16 

9.51 

8.55 

7.85 

6.92 

6.29 

7.1.3 

744 

Madhva Pradesh 

2.4s 

15.30 

8.42 

X.6l 

9.66 

7.24 

6.77 

6.69 

5.78 

5.48 

5.65 


Maharashtra 

6.22 

7.13 

7.60 

6.45 

8.38 

6.95 

6.5.3 

5.97 

5.25 

5.33 

5.34 

4.67 

Orissa 

5.80 

4.88 

7.29 

7.49 

7.69 

7.13 

7.47 

7.38 

5.94 

5.63 

6.00 

5.00 

Punjab 

3.80 

4.57 

7.12 

6.6.4 

7.22 

7.03 

7.04 

7.24 

4.32 

5.78 

5.32 

5.0 

Rajasthan 

— 

11.17 

9.89 

9.24 

9.M. 

8.52 

8.28 

8.11 

6.8' 

6.64 

6.34 

f>')7 

Tamil Nadu 

7.04 

8.03 

9.12 

7 72 

8.66 

9.17 

7.66 

7.70 

6.72 

5.73 

6.64 


Uttar Pradesh 

5.70 

4.02 

5.13 

6.01 

6.79 

6.77 

6.50 

9.75 ' 

6.00 

5.81 

5.48 

5.38 

West Bengal 

Other Slates 

9.89 

8.52 

9.4X 

8.80 

8.80 

10.94 

9.83 

X.92 

7.31 

7.55 

7.15 

6.58 

Arunaclial Pradesh 


— 

— 

— 

— 

9.25 

6.86 

5.85 

6.28 

6.37 

5.64 

6 Vi 

Goa. Daman and Diu 

— 


— 

15.23 

14.01 

12.67 

10.29 

8.22 

8.33 

8.10 

7.87 

7 5’ 

MiAvani 

— 

— 

— 

*■ - 

— 

4.82 

7.0.3 

h.80 

5.21 

5.10 

4.97 

4.9*) 

Pondicherry 

— 

— 

— 

15.12 

13.96 

14.56 

10.60 

9.11 

8.91 

7.9.3 

807 

X 03 

Himachal Ptadesh 

— 

10.85 

— 

-.3.3 

6.39 

7.46 

8.24 

7.89 

7.24 

7.73 

8.08 

X. 19 

Manipur 

— 

— 

— 

561 

7.17 

7.39 

768 

6.15 

5.74 

6.01 

5.24 

4.54 

Meghalaya 

— 

— 

— 

— 

11.04 

6.83 

11.12 

9.20 

6.73 

7.19 

7.51 

7.3' 

Nagaland 

— 

— 

— 

5.8* 

7.24 

6.74 

6.11 

6.96 

4.17 

• 

5.39 

4.1* 

Sikkim 

— 

— 

— 

— 

— 

4.98 

4.17 

4.83 

6.01 

6.81 

6.10 

6 7* 

Tripura 

— 

— 

- 

7.71 

7.9! 

7.01 

5.07 

6.53 

5.54 

4.90 

5.16 

510 

All India 

Major Slates 

2.69 

4.36 

5.13 3.28 

C: Expenditure 

3.84 3.49 3.29 3.29 

on Health Per Capita In Rnprna 

3.11 

2.71 

2.71 

2.6' 

Andhra Pradesh 


0.60 

2.10 

3.15 

5.96 

8.20 

16.36 

30.66 

55.00 

60-51 

65.06 

. 68.71 

Assam 

0.76 

1.58 

2.74 

4.55 

5.12 

7-39 

11.69 

30.67 

49-51 

59.37 

61.56 

79 93 

Bihar 

0 42 

1.3.3 

1.41 

1.72 

2.88 

3.96 

7.78 

15.82 

30.69 * 

42.62 

49.35 

58.* 1 

Gujarat 

— 

— 

1.55 

3.47 

8.01 

11.24 

18.8.3 

.39.35 

67.25 

69.0*1 

76.01 

801*1 

Haryana 

— 

— 

— 

— 

7.51 

II. 1.3 

18.43 

40.89 

56.39 

62.49 

71.32 

7622 

Jammu and Karftmit 

— 

— 

2.92 

4.90 

10.02 

13.44 

32.84 

61.35 

122.13 

149.77 

162.08 

152.7" 

Karnataka 

0.02 

0.75 

1.97 

2.70 

5.44 

11.37 

16.28 

33.81 

64.30 

76.80 

88.49 

103.84 

Kerala 

— 

1.09 

2.6.3 

4.45 

7.03 

14 43 

22 43 

41.64 

74.43 

76.86 

103.77 

I22.tr 

Madhya Pradesh 

0.27 

1.56 

1.72 

2.04 

4.73 

6.61 

13.18 

25 37 

40.40 

48.33 

58.14 

62.6' 

Maharashtra 

— 

— 

2.29 

3.50 

7.64 

11.26 

19.94 

38.09 

65.13 

74.15 

80.74 

77.87 

Orissa 

0.48 

0.70 

1.48 

3.51 

4.90 

8.15 

15.50 

25.54 

48.48 

52.05 

66.72 

64.40 

Punj* 

0.85 

2.10 

3.78 

6.7.3 

7.26 

12.90 

23.06 

45-55 

87.53 

93.68 

102.0*1 

105 0' 

RajaMhan 

— 

1.56 

2.23 

4.04 

8.23 

9.87 

16.61 

31.36 

61.76 

71.30 

77.62 

92.56 

Tamil Nadu 

— 

— 

2.47 

3.73 

6.76 

11.42 

18.23 

36.25 

66.82 

84.98 

95.46 

118)7' 

Uttar Pradesh 

0.47 

0.62 

1.00 

1.93 

3.18 • 

5.50 

10.07 

29.74 

43.76 

50.44 

50.18 

52.02 

West Bengal 

Other Stmts 

1.41 

1.70 

2.52 

3.72 

6.02 

12.0.3 

20.08 

32.8*1 

55.82 

59.85 

68.71 

71 W 

Anauchal Pradesh 

— 

— 

— 

— 

— 

.37.47 

66.78 

110.55 

189.97 

235.50 

235.81 

283 74 

Goa. Daman and Diu 

— 

— 

— 

14.18 

22.6*1 

38.27 

49.16 

100.74 

232.25 

254.55 

280.01 

280 6" 

Mranram 

— 

— 

— 

— 

—- 

45.49 

77.35 

151.36 

232.15 

254.52 

276.40 

245 22 

Pondicherry 

— 

— 

— 

12.86 

2.3.30 

44.46 

58.37 

119.44 

219.12 

250.76 

286.43 

2*5'6 

Himachal Pradesh 

— 

1.33 

— 

4.21 

11.53 

16.71 

36.13 

69,02 

133.94 

164.29 

1*17.09 

22? 24 

Manipur 

— 

— 

— 

4.55 

10.18 

16.10 

.37.77 

5*1.20 

114.57 

122.65 

109.6* 

9246 

Meghalaya 

— 

— 

— 

— 

10.54 

15.9*4 

44.20 

49.67 

*0.60 

127.08 

145.9* 

185.16 

1*2-3 

Nagaland 

— 

— 

— 

13.02 

34.27 

T2M 

158.73 

15*1.22 

« 

256.35 

205*4 

Sikkim 

— 

— 

— 

— 

— 

17.54 

39.97 

104.08 

227.90 

284.44 

277.32 

324.00 

Tripura 

— 

— 

— 

5.47 

8.84 

12.86 

21.46 

27.80 

96.54 

91.30 

106.73 

116.71 

AN India 

0.61 

1.27 

2.45 

3.41 

611 

9.91 

17.34 

35.52 

60.13 

70.15 

7*1.44 

*5 111 


Nates: — s Nm applicable: * = Nut available. 

KP. ■ Revised Ijainuue: HI' * Budget Estimate. ’ 

Snare: I pin I■»*?.*«. ttxnbmrU Imam* and icveane «o«M' < omptiulier ami AmlHor ( rcacral <4 India, rcspniitt- ycaia UdM year*, deniaud 
. for Jf*m« ffaprvtrvr state* 
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Federal Finances in Kaiiyuga 

In keeping with the punuiic tradition according to which the tenth 
incarnation of god takes place in the eta of depravity (‘kaiiyuga’), the 
Tenth Finance Commission has had to undertake it* labours in an 
unprecedentedly grim fiscal scenario at the centre and in the states. 

Against this background, the commission's report it among the 
outstanding ones in the sequence of finance commission reports. The 
adaption of an identical formula, predominantly based on population and 
the distance criterion, is a reform that is sound and progressive in its 
economic logic. The grants to local bodies, the establishment of a National 
Fund for Calamity Relief and the chapter on defence expenditure are 
noteworthy initiatives. The ‘alternative scheme' suggested by the 
commission, though flawed and inadequate in its present form, may prove 
to he an important contribution if it stimulates thought and action on a 
rational restructuring of federal fiscal transfers. 877 

Enron Caper 

The contours of Enron’s, power project at Dhabol in Maharashtra arc 
becoming clearer. The government of Maharashtra and the union 
government arc to underwrite all the risks of the project, provide an 
average return of over 40 per cent, guarantee a 90 per cent offtake by 
shutting down much cheaper generation and provide various other 
facilities under threat of penalties. Enron will bring in Rs 30 crore, own 
the plant and have minimal liabilities. The Dhabol project is going 
to be an albatross round the neck of the people of Maharashtra. 857 


Language under 
Globalisation 

Globalisation processes produce 
pressure fur the homogenisation of 
language in the interest of efficiency. 

In multi-lingual India, market forces, 
the mass media and the state are 
supporting the creation and spread 
of a lew common languages at the 
expense of the majority of 
regio nal languages and dialects. 887 

Tribal Education 

If the development dilemma 
that confronts our tribals is to be 
effectively addressed, tribal 
integration will require their 
mobilisation not just to preserve their 
cultural autonomy, hut to redress 
iheir minority status as well In this 
education will have a necessary 
and crucial role to play. _ 891 

Women and the Courts 

The meagre benefits of progressive . 
legislation to protect women’s rights 
get neutralised by the prejudices 
which women encounter in the 
law court*. _ MS 

NGOs and Politics 

The voluntary sector need* to play a 
more overt political role If it is to 
make a long-lasting dent on social 
transformation. 879 


Chronic Disease 

After iu belated recognition of the 
importance of the Indut-Pakistaa 
peop!c-to-people dialogue in Delhi, 
with fairly extensive coverage and 
sympathetic editorials, the Indian 
press is relapsing into iu 
conventional attitude of ignoring 
alternative voices of sanity in 
India-Pakistan relations. _ 899 

Stock Market Boom 

The view that secunty market booms 
in developing countries following their 
adoption of financial liberalisation are 
the result of increased foreign exchange 
influx is neither empirically supportable 
nor necessary for a critique of 
financial liberalisation. _ 81 

Police and the Poor 

The killing by the police of a youth in 
Delhi recently and the further deaths 
and injuries in the police firing <m 
protested agrinst the kitting brought 
out once again how every protest by 
the urban poor is turned into a 
question of law aad onto. _M2 

P reride a tfad M—Mtfcy 

What is important about this 
preridemiai election in France i* 
that it has triggered oouMervailiaf 
social and political force* that 
were manifest onlyai the tune of 
the Popular Front in 1936. • 


LETTERS TO EDITOR 


TViple Iblaq 

PLEASE refer to Gautam Navlakha’s 
article TripleTalaq: Posturing at Women'* 
Expense’. While I appreciate Navlakha's 
line of argument, be has failed to make a 
distinction between the basis for possible 
reform in Muslim personal law as distinct 
from the Hindu personal code. This is a 
point which is often not fully appreciated by 
our liberal and progressive friends. A 
Muslim, by definition, accepts the 
mandatory provisions of the Holy Quran, 
particularly insofar as they are explicit and 
do not call for any Explanation or 
interpretation. A Muslim cannot pick and 
choose in the Quran. All over the world, 
with the exception of Turkey, social reform 
in Muslim society has been' based on a 
reaffirmation of the Shariat because in many 
cases the de facto position in Muslim 
society constitutes a deviation from the 
Quranic mandates. Any other point of 
reference - humanitarian or liberal or 
progressive - cannot be acceptable to 
Muslims. 

As far as the Triple Talaq is concerned, 
the Tilhari judgment, whatever be its 
motivation, has re-opened a long-standing 
debate on the validity of Triple Talaq. For 
this, we should be thankful to the judge. An 
opinion is emerging that the customary 
Triple Talaq as exercised in Muslim 
community in India is a deviation from the 
Quranic norm which calls for two (alaqs at 
an interval, to be followed by yet another 
interval before it becomes valid and 
irrevocable. The Quranic mandate alsocalls 
for setting up a reconciliation machinery 
and. thus, indirectly making tile process 
justiciable Hy a competent authority. I have 
myself submitted a private member's hill in 


Lok Sabha on this question to empower 
Kazis under the Kazi Act to bear the parties 
and to pronounce on the validity of the talaq 
in accordance with the Quranic injunction. 

However, even if Triple Talaq is 
abolished, husbands who have made up 
theirmind to desert their wives have only to 
wait for a certain period. It is, therefore, 
essential for the Muslim community to take 
up, at the same time, a campaign against 
divorce perse unless it becomes impossible 
for the couple to liye together, basing itself 
on the writ of the Holy Prophet that “of all 
things permitted by Allah, the most 
obnoxious in His eyes is divorce’’. 

Sybd Shahabuuwn 

New Delhi 

Twisted Perceptions 

THE controversy around the film Bombay 
is an excellent example of the role of 
fundamentalist forces in our society 
today. While the Hindu fundamentalists 
represented by Shiv Sena ensured that 
they were fully satisfied with the version 
being presented in the film. Muslim 
fundamentalists arc trying to see that the 
film will conform to their obscurantisms as 
well. Katnam after having bowed to the 
little ’fuhrer’ should have little problem in 
facing the wrath of Muslim bigots since 
Sena-BJP government is in power. The 
Hindutva combine can congratulate itself 
for the version of communal riots that has 
been accepted by the 'social common senxc \ 
as the film also projects the same version. 
As per this, the Sena started its Muslim 
pogrom in retaliation to the killings of 
’muthadis’ and burning of the Bane family. 
As per the facts which have come out in the 


inquiries conducted by justice Daur 
Suresh, Lokahahi Hakkm Sangbathan 
CPDR and the EKTA Samlti the system 
killings of Muslims had begun much ea 
These incidents were used by the : 
merely to derive legitimisation for it* 
planned and mercilessly executed > 
killings of Muslima. 

PR 

Bombay 

Kurds in Tbrkey 

THIS refers to the article ‘Kurd* in Turi 
by Meena Mcnon (April 1). Conside 
that responding toeach and every allcga 
of the writer will take up much space. 1 
confine myself to a few points jus. 
demonstrate how one-sided and prejudi 
the article was. 

Meena Mcnon cites an unheurd of cl 
by the PKK that the former presides 
Turkey. Turgut Oral, because of his penn 
approach, was assassinated by Turi 
'Special Forces’, while the whole worl 
aware that he died of a heait attack with 
family beside him. 

Meena Mcnon's claim that “PKK 
agreed to abide hy the Qencva Convent 
to wage humane war" reflects the naivci; 
tile-writer. Incidentally, it will not he uu 
place to draw the attention of your read 
to the fact (hat. according to the Bom! 
press, the writer participated w 
demonstration in front of the Turi 
consulate in Bombay, reflecting Iter dir 
involvement in the issue. 

Meena Mcnon has failerl to conceptual 
the causes of PKK's terrorism hecaiK 
lacks a complete understanding ot I 
situation in Turkey. While claimi 
persecution of Kurds, the PKK tai 
advantage of the frustrations stemming In 
the relatively under-developed economy 
south-east Anatolia, which the Turin 
government is trying to rectify ihnm 
major economic projects Otherwise, t 
vast majority of Kurds living in Turk 
support the Turkish government in its efit 
to eradicate terrorism. 

The Turkish people have no prohla 
with the people of Kurdish cib* 
background, living in and outside Turtc 
Our Kurdish citizens living in Turkey it* 
to the highest levels of the society 
addition, die Turkish government has Is* 
rendering assistance financially ** 
otherwise for the survival of the Kur* 
groups living now in the northern at** 
of Iraq. 

KihwtW* 

Turkish Embassy. 

New Delhi. 
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Stuck in a Groove 

r HE Reserve Bank's monetary policy continues to be 
guided by a narrow stabilisation perspective when the 
eed is for a vigorous developmental thrust. Some of the 
measures forming part of this week's credit policy 
Announcement, such as the restriction of the cash credit 
lomponcnt of permissible hank finance for large borrowers 
p 75 per cent, extension of the ban on bridge loans against 
public issues and borrowing from the market to ail companies, 
kjuction of overall bank borrowing limits of non-banking 
Inancial companies (NBFCs) and narrowing of (Jic export 
jredii refinance facility for banks by about Rs 2,000 crore are 
jparently intended to enforce discipline in the deployment 
bank credit. But some other steps such as raising hanks' 
laximum fixed deposit rate from 11 per cent to 12 per cent 
nd restricting rediscounting by banks of commercial hills 
od derivative usance promissory notes to a minimum period 
f 15 daysmay in the end prove counterproductive. Likewise. 
k permission granted to private sector mutual funds to 
peraie in the call money market will go against the RBI’s 
bjective of correcting maturity mismatches in hanks’ assets 
nd liabilities. More important, it will hamper the transmission 
f credit policy imputes to die real economy. It is also a pity 
tat the RBI’s initiatives on what may he described as the 
evelopment finance front are restricted to (he announcements 
ontained in the finance minister's budget speed): banks' 
nntribulion to the new rural inlraMruciural development 
jnd to be established in NAB ARD. provision ol credit by a 
onsonium of banks to the Khadi and Village Industries 
Commission and extension of NAB ARD refinance tor loans 
j primary weavers’ co-operative societies, hitherto restricted 
> co-operatives, to commercial banks. 

The lack of dynamism in the latest credit policy 
nnouncement can be sensed in the RBI's coni used perception 
,f the monetary situation in 1994-95. Tlie RBI is distraught 
er the skewing of the M3 and deposit growth picture on 
xount of (be fact that the data tor reporting fortnights for 
994-95 relate to 27 fortnights whereas those for 1993-94 had 
overed only 26 fortnights. But is not the solution quite 
imply to compare figures for the two financial years (April 1 
) March 31)? When this is done. M3 expansion in 1994-95 
'orks out to Rs 75. 133 crore (16.6 percent) against Rs 72,467 
rore (19.1 per cent) in the previous year, The source of 
istortion is found to be nothing more satanic than the usual 
car-end bulge in banks’ deposits and credit which is partly 
e result of the banks window-dressing their accounts, a 
-gular annual ritual after all. 

This is not just a matter of numbers, however. Tire 
°mparisao of based on reporting fortnights is used to 


subtly justify monetarist policies involving reliance on interest 
rates, open market operations and other money market instru¬ 
ments. The RBI seeks to make a case that “monetary expan¬ 
sion in 1994-95 was well beyond what was considered desir¬ 
able after taking into account the expected increase in real 
output”. It is also suggested that the incremental money 
multiplier in 1994-95 had turned out to.be higher than expec¬ 
ted. But as seen above, a comparison of financial year figures 
shows monetary growth in 1994-95 to have been no higher 
than 16lo 17 per cent, not all that wide of the mark from the 
RBI’s own projection for the year at 16 percent in its credit 
policy review in East October. As for the money multiplier, it 
is the ex post outcome of increases in M3 and reserve money 
based on independent financial and real factors and cannot 
undergo dramatic changes in the short term. Second, the 
incremental money multiplier of about 2.48 in 1994-95 was 
not only lower than that in the previous year but was the lowest 
for a whole decade. This was to be expected, for the overall 
growth in domestic credit in 1994-95 (to government plus the 
commercial sector) was quite moderate at 12.9 per cent, just 
as it had been in the previous year when it was 11.4 per cent. 

Will) revival of economic activity after three years of 
stagnation, the real economic situation in 1994-95 actually 
called for larger increases in domestic credit The RBI 
chooses instead to focus on tbe rise of 22.8 per cent in non- 
ftxxl credit in 1994-95. labelling it as being in excess of what 
was necessary to support the growth in the real sectors. 
Besides, it argues, banks bad also made funds available to (be 
commercial sector through investment id public sector bonds 
and in corporate bonds and shares. In fact the monetary 
situation in 1993-94and 1994-95 was ratber'morc complicated. 
In 1993-94, growth of non-food credit had been notably 
subdued at Rs 7,477 crore (5.1 per cent), largely because 
corporate borrowers had access to other sources of funds on 
a sizeable scale: the capital market, global depository receipts 
(GDRs) and commercial borrowings from abroad, besides 
commercial paper. In 1994-95, on the other band, these non- 
hank sources dried up to a great extern. Restrictions were 
placed on the raising and use of foreign funds, the domestic 
capital market turned markedly less hospitable and the 
severance of the link between commercial paper (CP) and 
cash credit limits resulted in reduced recourse to CP, 
particularly in the second half of the year. 

With such a range of sources of corporate funds, focusing 
on just bank credit expansion and trying to assess whether it 
was too much in relation to the growth in real income is 
obviously misplaced. Moreover, in (he present recovery 
phase, the RBI needs to pay greateraitentioo to the dtordwtion 
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of institutianal credit, extending punitive 
encouragement to hank* to lend to 
agriculture. small-scale industry and other 
small borrower*, whose share in total bank 
credit has regrettably dwindled in tecent 
years - a development which has received 
no attention in the RBI's review of recent 
credit trends. Besides, there has been 
considerable diversification within the 
financial system and of sources of finance 
for the larger corporate units: foreign 
borrowings and (iunt-equities (GDRs). local 
share capital and commercial paper, apart 
from bridge loans and other loans from 
ITT!. LIC and the mutual funds. Instead of 
continuing to be satisfied with broad 
generalisations about money supply and 
reserve money growth and money multiplier 
trends, it is time the RBI gathered more 
systematic information on total credit Hows 
into the manufacturing and non-fmancial 
sectors and their sector-wise distribution. 

The supposedly excess monetary growth, 
the higher than expected money multiplier 
and the excessive non-food credit ex pension 
are red herrings to justify raising the interest 
cost on the economy. The RBI bemoans that 
due to the persistence of targe fiscal deficits 
and government recourse to market 
borrowing, the monetary authorities are 
unable to undertake open market operations 
on the desired scale without unduly raising 
interest rates. Now. general interest rates, 
open market operations and other indirect 
instruments of monetary control are blunt 
Usds which aggravate distortions at (lie 
slightest mismatch between demand lor 
and supply of loanahk funds. In any case, 
the enlargement of the fiscal deficit is largely 
attributable to the RBI’s own policy ol 
subjecting risk-free sovereign debt to 
market-related (or even higher) rates of 
interest. In the post-reform period the interest 
burden on the centra! budget has shot up 
from Rs 21.498 crate (39.1 per cent ol 
revenue receipts) in 1990-91 to Rs ‘>2.0(8) 
crore (5 I .6 per cent of revenue receipts I in 
1993-96. This mote than 140per centrist in 
interest payments, when the gross fiscal 
deficit is claimed to have declined from X.2 
percent to5.5 per cent of GDP. is attributable 
almost entirely to the RBI's interest rate 
policy. The maturity pattern of government 
debt too has been considerably shortened, 
rendering a near-debt-trap situation a dis¬ 
tinct medium-term prospect. Already in the 
1995 % budget almost the entire revenue 
receipts of the central government are 
absorbed by interest payments and re¬ 
payment of debt. 

The same-fixation with market-related 
rate* of interest is undermining the growth 
of tmaH and medium industries, with banks 
charging them interest rates ranging from 
17 to 22 per cent. After the RBI pushed up 
the maximum deposit rate to 12 per cent, 
many banks have increased their prime 


lending rales to 15 to 15.5 percent with the 
term-financing institutions following suit. 
A clear distinction between short-term and 
long-term deposits would have helped to 
reduce hanks’ cost of fundx. the benefits of 
which could have been pusxcd on to 
borrowers, particularly the Small and 
medium ones. 

Finally, the permission granted loa variety 
of public financial institutions (und even 
non-borrowing corporate bodies) to lend in 
thcovcmighlcall money market has already 
contributed to distorting the financial system. 
This misconceived |H>licy has now been 
lurtherreintorced hy allowing privutc sector 
mutual funds to lend in the call/not icc money 
market. The implications of this whole 
policy deserve closer study. F'irsl. the RBI 
itself has been concerned about some of the 
banks depending excessively on Utc short¬ 
term money market, thus giving rise to 
chronic asset-liability maturity mismatches 
and over-extended lending. At Die same 
time, the RBI has been expanding the list of 
non-hank financial institutions allowed to 
lend in the money market, thus tempting the 
hanks, particularly the foreign hanks, to 
take growing recourse to this market. 
Second, if UTI and other mutual funds and 
public financial institutions as also cash- 
rich private corporate units need avenues to 
park tlwir short-term funds, tlic answer 
should be found in short-tcim marketable 
instruments such as CD. CP and bills 
rediscounting. This would create greater 
depth in the market for these instruments, as 
is happemng in many ol Die major money 
market centres of the world. And. Irom this 
standpoint, why insist on a minimum period 
of 15 days for bills rediscounting? 

HHALTH 

Regulating Private Care 

IN most countries where the provision of 
health care in the private sector is a com¬ 
ponent ol the development model, there 
have evolved mechanisms and a body of 
legislation which have ensured strict 
monitoring ol the quality of care across 
sectors even while allowing the cost of 
such care to be determined by the mat kel. 
In India and other third world countries 
which ostensibly located public health 
care primarily in the domain of stale 
service, (he need to maintain the illusion 
of ,i welfare slate has led to a deliberate 
policy of ignoring the very existence ol 
lhi» private sector and its grieving prexenec. 
A* a result, while legislation und 
monitoring mechanisms and codes have 
been constructed for public institution*, 
private health care ha* grown without any 
norm* for quality of care. Nor has the 
medical profession, lacking a coherent 
identity in ex -colonial countries, attempted 


to regulate,, monitor or even lay!*do> 
norms for its own practice. ,, 
The result today lx the mass in priv 
health cure which periodically comes i r 
focus when caxex of malpractice, j 
competence und gross negligence on t 
pari of doctors and private institutions ci* 
to tight. The extent of neglect in this area 
unbelievable. For example, vpry few siai 
have passed separate legislation f 
monitoring private hospitals F.von wh c 
such legislation has been passed und 
ccntraldirective. no rules have been frame 
making its enforcement impossible. M.ih 
ruxhtrn is among the exceptions: it not ,„| 
bus a Nursing Homes Act. hut has w, 
attempted to implement it. But even here.; 
one study has shown, the approprhi 
monitoring authority is absent. And tt* 
again, the issue id enforcing norm* an« 
only when such norms have been evolve, 
A recent inquiry’ has found that in mu¬ 
cuses such norms have never Ixren evolm 
For instance, what should he the minimuj 
equipment that should be mandatory m a 
operating theatre? What degree ol hygicm 
in terms ol water quality, utc. should h 
considered absolutely necessary? Shiatk 
die opening of nursing homes housed e 
residential buildingx. not specially u# 
strutted with adequate plumbing , in , 
drainage facilities, lie disallowed? NevJs 
hospital not accepting emergency case* si 
have emergency equipment? What iu.io, 
and measure* must he used tokeeph<"|>iij|> 
free from cross infection? It is not its 


hospitals do not have any set of m>iw. 
guidelines and rules However, there u 
clearly no standardised set of norms. eval.eJ 
on the hasisof hospital studies whichaiiiU 
serve as a baseline for monitoring the qn .bty 
of care. 


Then again there is the tear tlu: !j 
minimum staudalds are imposed lire* 
philanthropic institution* and indivklualt 
attempting to deliver quality care (in it* 
context of no care at nil) in remote areas* 
poorer localities even wilh< >ut the mmimun 
equipment and facilities will lind :l 
impossible to carry on their un>l*'ot'teslh 
invaluable work. The situation licotw 
even more complex when the is»us >'* 
commercial consequence. For instant r ik 
Bombay Municipal Corporation has tcp>*- 
tcilly made it mamlalory that clijigt'l* 
specific surgic.il procedure* and -.crvice* 
sluHild be displayed. Complying with tc 
directive apparently poses nuUK*"** 
protdems for tlte institutions, not the kt 
being that it complicates the maintcnank 
of black and white accounts wluvh 
commercial establishments. imlmhV 
hospitals, maintain. As a result- "** 
institutions display only (be minimum 
while most patients pay much high* 
charges There 1* also the quest ion ‘'I 
tbese standards are to be derived Sir >"•“ 


teas 
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based on the Abilities of the doctor, the 
jhisticotioo of die equipment used and 
. capital cost, the decree of comfort 
( ,rdcd in the hospital or the socio- 
,mimic profile of the loc-aiity where the 
dilution is located? 

fjotwithslanding all tliese problems there 

gainsaying that reguhiiUwi ot the private 
alili sector is urgently needed. Whether 
t .|i regulation will come from withm (he 
.slieul profession ami its associations or 
1(l , ihe slute is to be seen. The stale’s 
j_.nl attempts Co bring medical practice 
derihe intn'iewofUie consumer pn>tectioii 
w has come up against determined 
.position from the profession, which has 
hut derailed it. A more recent recom- 
.■mlation for putting limits on lees charged 
medical professionals has also roused 
.lignation among iloctors At the same 
lie. neither Ihe Medical Council nor any 
the medical associations is equipped to 
cn attempt sell-regulation. Such u 
nation is tailor-made lortorcign medicare 
sur.incc agencies to slop in wiili quality of 
re norms ami monitoring mechanisms 
id accreditation structures and. in 
inscqucnce.scnd the cost ol pi ivale health 
■it spiralling. 

ahakashtra 

i Hardy Ritual 

has hecorne a regular lealure in 
i.iliarashlra that in the summer months 
ports ol drought start pounng tn front the 
ate ’ > dillcTcni regions It t< being said that 
id n not been forlhe stale .essenihly elec lions 
ul ihe deferred declaration of their results. 
:u s of drought would have hit the headlines 
.1 earlier this time. Tlie strict imple- 
enlatlon of llte electoral cixlc ot conduct 
evented candidates from giving assurances 
i this issue during the election campaign 
iJ also made severe demands on the 
ivernmcni machinery dissuading it Irom 
Jilrtssing developmental work. 

Becd. Nandcd, Osmanahad. Latur and 
arhhani are the five districts in Maratli wada 
inch are considered to he prone to watci 
ii’rtage. Districts of northern Maharashtra 
nd Vidaihha also report w-alcr scarcity In 
ie laitertvgions it is the excessive depletion 
I eioundwaterundcr lift irrigation schemes 
mi has led to the drought situation 
iai.iihwada.sm the other hand, icccivcd hi 
cr cent less than average ramlall Iasi ycai 
ilrcady five lakh people have mtgiaicd 
'"*•» Beed district. In these ctrcunisum c>. 
“’tv than immediate sanctioning ot tankers. 
h>ag-ierm. comprehensive -.-tutum is 
tpvcted fnmi the Shiv Scfia Blf govern- 
hiii whichhas pledged tosolve the di inking 
'■dvr problem in the state. 

The performance of the earlier 
"' vtnmerits t*i this front has hern disin.il 


Every crisis has seen the appointment of a 
state-level committee to explore Ihe causes 
of Hie drought situation. The committee in 
due course comes up with recommendations 
to avoid the recurrence of the drought. But 
on the ground little has lx-cn achieved. 
Instead, every successive committee has 
mentioned an increased number of drought- 
|>ronc talukas. It has been reportal that as at 
the end ol November 1 993 more than 25.000 
works under (he KGS remained unfinished 
and funds amounting to ks 1 ,K21 crore for 
the KGS had been diverted to other 
departments. Besides improving the imple¬ 
mentation ol welfare schemes, the govern¬ 
ment will also have to lake a firm decision 
regarding the indiscriminate sanctioning of 
sugar laclorics in the state. Already more 
than KM) sugar factories are functioning in 
the slate while 37 inure have been sanctioned 
Jinl applications for another 225 factories 
are pending. Given the amount of water the 
sugarcane crop absorbs, such development 
will surely he disastrous. 

The government will also have to review 
emphasis on laige anti medium irrigation 
propels. Not only have tire big projects 
pn »ved to lx-1 inane tal ly and en v iron mental ly 
costly, they have also failed to increase the 
area under irrigation significantly. On tht 
event the formation of Maharashtra. 5.8 per 
cent of the land was irrigated anti now. after 
<5 years, only 13 per tent is irrigated, a 
meagre tnctcjscof 7 percentage points. The 
Burvc Committee instituted in 1962 had 
come to the conclusion that a maximum 30 
per cent ol land in Maharashtra could be 
irrigated The government will have to give 
a major [tush to alternative mclhtxls of 
water conservation if it desires a lasting 
solution tothc watcrpmblem. In this regard, 
it should encourage non-governmental 
initiatives which provide more space for 
people’s participation tn harnessing the 
water resources of a lixahty. 

HUMAN RIGHTS 

Not Opportune! 

WH ILK lx we min isterChavaii and hi < |un iot 
colleague Kujcsh Pilot continue tosquabhic 
over the luture of TADA and Kashmir, both 
appear lo lx- thick -skinned enough to remain 
unmoved by the flak that their ministry 
draws year alter year from the UN 
Commission on Human Rights for mis¬ 
leading it ahotii New Delhi's annual per- 
lomtaiHc in the field of protection of the 
liind.iiiiciiial rights id Indian citi/ens. 

Tlie latest report prepared by ibe UN 
Special Kapporteut on hxtrajudxial. 
Summary or Arhilrary Kxecutions in 
dittcrenl parts of the work I says things 
about India which shoukl make any self- 
respecting government hong its head m 
shame. It hauls up New Delhi for it< 


continuing unconcern about kifluig* in 
police custody and so-called 'encounters 
and failure, to investigate and bring such 
things to a halt. The Special Rapporteur. 
Bacre Wily Ndiaye. lay* atrere on the need 
for punishing the guilty when he points out 
in his report: “...while in*most cases 
investigations arc said to be initiated (by the 
Indian government)... such proceedings 
virtually never appear tn conclude with a 
judgment convicting tlx- security forces 
personnel involved". He then adds “The 
length ol the investigative procedures is 
also worrying: inunumberofcases, inquiries 
opened more than two years ago are still 
said to be in progress". 

If the Special Rapporteur added to this 
dilatory pace ol tlx* Indian 'investigative 
pnxedures'. the equally slow gait of the 
next stage, the judicial pnxedures. for which 
our courts arc notorious, he would have 
found tlx- explanation for the mystery why 
investigations never conclude with judg 
ments convicting the guilty. The guilty 
security forces - who are far more powerful 
than their victim' - are provided with ample 
time and opportunity, thanks to the length 
of hoth the investigative and judicial 
proceedings, to tamper with or even destroy 
the evidence that would implicate them. 

What is worse, the Indian government is 
not an impartial observer incascsof violation 
of human rights like extrajudicial killings 
by its police (in custody) or hv its security 
forces (in places like Kashmir). Al inter¬ 
national forums, official spokesmen of New 
Delhi lend lo gloss over such killings, and 
even lend todefend the misdeeds of security 
forces by providing tlx excuse tha. they 
opc rate underpressurcscreatal by Pakistan- 
aiilcd terrorists. As a result, responses by 
thc Indian government toquenes by tlx UN 
Human Rights Commission donotcut much 
icc with impartial international observers 
who demand j more rigorous '••aixlaid ’or 
the preparation of re. lies by the member 
stales of the UNO. under their mandate 
pursuant to tlx commission’s resolution of 
March 9 . 1994 entitled 'Kxtraiudicial. 
Summary or Arbitrary Kxccuttons' 

Tliat the Indian government has mise rably 
failed in this obligation to comply with 
international standards is evident (tom the 
S|x-cial Rapporteur’s iibscrvatiotu ahout 
New Delhi's responses to his queries 
regarding allegations transmitted lo the 
Indian authorities as far back as 1992 and 
199 I. He found an "apparent cturirinticlum'' 
between tlx information received from the 
Indian government and that provided by 
other source* regarduig these atkgainws 
Since he found that d was “virtually im¬ 
possible for him to determine which of the 
contradicting versions- correspond* m 
reality", he roque sted the Indian government 
to allow him to visit 1 ml i.i - m Nov-cmher 
1993 and again in K-bruary )994-wo»dn> 
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to “be in a position to asses* the situation on 
the basis of first hand information". The 
Indian government has however refused 
him so far permission to visit India. 

The same stonewall of official refusal has 
greeted another UN Special Rapporteur. 
Nigel S Rod Icy, who. unhappy with the 
responses of the Indian government to 
allegations about torture and cruel treatment 
of prisoners, wanted to visit India and verify 
things for himself. He has been told that 
such a visit “would not be opportune". So 
much for the much ballyhoocd claim of 
'transparency' by our borne ministry. 

ENVIRONMENT 

Brazil’s Lead 

EARLY this month thousands of tribals in 
two districts of Orissa, Rayagada and 
Kalahandi. launched a large-scale protest 
against the two proposed alumina projects, 
one by Indal in association with Tata Sons 
and Hydro of Norway and the other hy 
Larsen and Toubio. The villagers have set 
up regional 'suraksha samiti' and have put 
up road-blocks near the project sites. The 
two projects are estimated to displace about 
60,000 people from about R7 villages and 
will mean the denudation of extensive forest 
acreage. According to reports, there has 
been no survey of the extent of environmental 
damage (be two projects will cause. Clearly, 
here is yet another case where the interests 
of large corporations have overriden the few 
mandatory requirements specified in the 
country's laws. 

It is in this context that the report compiled 
by the UNCTAD secretariat on Brazil's 
largely tuccessful efforts in controlling 
environmental pollution as a result of 
bauxite, alumina and aluminium production 
is of particular interest. Brazil is the world’s 
third largest producer of bauxite with almost 
10 per cent of world production and the 
world’s fifth aluminium producer. What is 
clear from the report is that bauxite and 
alumina projects do extensive damage to 
the environment. Bauxite mining and 
bencficiation can pollute rivers with toxic 
effluents whichcan kill and denude acquatic 
life, alter life cycles and so on. Refining of 
bauxite also results in the discharge of red 
mud with high levels of iron' and titanium 
oxides. Moreover, the process of producing 
primary aluminium releases as waste, among 
other chemicals, fluorides, the effect of 
which on humans and on vegetation has 
been extensively documented 
In Brazil there are three ma|ur foreign 
companies in the Jppsincsx. Interestingly 
enough, the UNCTAD study finds that the 
Brazilian government had taken measures 
to monitor pollution and lay down 
mandatory norms as far back as 1973. In a 
sense it was around that time (hat Brazil's 


aluminium began to he exploited by modern 
means. With the growth of the industry, 
foreign companies which came in found it 
prudent to lay down theirown environmental 
policies. One of them. MRN, for instance, 
has invested S 91 million in environmental 
protection since it began in 1974. Brazilian 
environmental legislation has a com¬ 
paratively long history, dating back to 1970. 
Today not only are there stringent environ¬ 
mental laws but even mining legislation 
incorporates features which constitute a 
degree of protection. For instance, the 
Mining Code of 1967 details regulations 
about environmental issues. ]i requires that 
the miner shall indemnify the landowner or 
squatterfor irreversible damages tothe land 
(if the land cannot be used for crops or 
pasture). Curiously, the report does not 
enquire into whether there have been any 
defaulters, and whether compensation has 
ever been paid to any landowner. Without 
this information, one has only to take the 
word of the authors of the report that the 
Brazilian aluminium companies have been 
environmentally conscientious. Another 
curious omission is that there is no reference 
to displacemenl of population which must 
have occurred because of the large projects. 
How did the government and the cor¬ 
porations deal with that issue? While one 
may not consider this an environmental 
issue, surely, the destruction of a wuy of life 
is as much a matter of environmental concern 
as is the destruction of acquatic i>r wild life? 

SRI LANKA 

No End in Sight 

I .ATE this week the LTTE issued a stalmcnt 
assuring the world community that it had 
not closed Jltc door on “an eventual durable 
peace". Itran attempt to ’explain’ its decision 
to break tlie agreement on cessation ol 
hostilities, the statement issued hy the 
LTTE's international secretariat in London 
accused the Sri lankan government of 
persisting with its hidden agendaof a military 
option and not "creating the necessary space 
for peace". 

There is no doubt that the government in 
Colombo has in the past been guilty of this 
and more. Its early repression of Tamils, 
attempts to settle Sinhala populations in an 
effort lodilutcTamil majorities, its obdurate 
attitudes to the Tamil demands as well as its 
duplicity with regard to the accord with 
India cannot he condoned. But (here can be 
no doubt that the fight for a Tamil ealam 
which has gained intemaMbnal support has 
forced the Sri Lankan suite to accommodate 
certain demands without acceding lo 
secession. Whether the refusal of a sovereign 
state to accede to secession of a part should 
be regarded as an acceptable action within 
tbc norms of democratic practice or not is a 


larger question. At the monad, however, 
one can only comment on tie actiofuibfrhe 
Chandrika government again*! the backdrop 
of the conduct of past governments in 
Colombo oo the question of the Tamil 
demands. 

Viewed this way it is hard to understand 
the LTTE's decision to abandon the 
agreement on cessation of hostilities. From 
the beginning, the Chandrika government's 
approach to the LTTE and the Tamil issue 
has been refreshingly different, whatever 
the political compulsions driving it. The 
fact that the government went ahead with its 
attempts to begin a dialogue with the LTTE 
in spile of the violence around the time of 
the presidential elections and later without, 
however, condoning it. speaks of a resolve 
to end the conflict. The government’s un¬ 
ilateral lifting of the economic embargo on 
everyday items such as salt is an indication 
of concern, even if political!y motivated, 
for the suffering of ordinary people. Its 
moves to make the passage to the peninsula 
easier are again a notable departure from 
earlier attitudes - it accepted the people's 
need for movement. This was a psycho¬ 
logical boost to a population which had long 
been in a way kept in confinement. The 
relaxation of fishing restrictions were 
similarly a confidence-raising gesture. 

These measures clearly had an imapet on 
the Tamil population, ax no doubt they were 
meant to. And this the L ITE recognised. Its 
note charged the government with trying to 
woo the Tamil population "over the heads of 
the liberation movement”. And this perhaps 
was the real reason why the LTTE has 
withdrawn from the peace talks and resumed 
hostilities. For, in concrete terms, there was 
no major issue that was insurmountable. 
Perhaps recognising this, the LTTE ensured 
that the international team constituted to 
oversee (he agreement on cessation of 
hostilities could not he put in place. 

Up to the end of March the sticking point 
was the removal of the military camp at 
Ptxmeryn. When tensions began to rise the 
Sri Lankan government reimposed 
restrictions on fishing and took various 
other measures to ensure that it retained the 
military gains it had obtained in a long war 
The I .TTF.’ s suggestion that these measures 
indicate that (he government has not given 
up its military option, is far-fetched - in » 
long war it would he difficult to imagine an 
easy laying down of arms on cither side. 

With the outbreak of hostilities again the 
prospects of a peace have grown dim For. 
given that within the government and the 
military there are many section* which 
have opposed Chandrika'* mcondtiation 
measures, the Sri Lankan responae is likely 
to he harsh. Already hundreds of Tamils 
have been detained in Colombo and both 
the military and the police will not doubt 
deal with suspects with Buie sympathy 
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IN THE CAPITAL MARKET 


Vera Laboratories 

vera laboratories in setting up a 

plant for the manufacture of bulk drugs. 
The company would be in a position to 
change the product mix by changing the 
combination and composition of chemicals 
in case the manufacture of a new bulk 
drug becomes unfeasible. This would be 
possible because the basic infrastructure 
required for the manufacture of a new 
bulk drug being the same, the company 
would not have to make additional 
outlays. The company has entered into 
technical collaboration with Chementechno 
of Italy for the manufacture of vitamin 
K3 and Tiapiofenic Acid. The company 
is also entering into a technical agreement 
with Divi’s Research Centre for the 
manufacture of the other bulk drugs and 
intermediates as also for the provision of 
engineering plans for the plant. The 
company is making an Offer of Sale and 
the funds realised on the allotment of 
equity shares is to he utilised to finance 
its projects. The net Offcrof Sale is of 40.7 
lakb equity shares of Rs 10 each at a price 
of Rs 60 per share aggregating Rs 2.442 
laldl by the constituted attorney. India 
Securities. The offer is to'open on May 2 
and the market managers arc India 
Securities and Jamnadas Morarjcc and 
Company. 

Magnus Plastics 

Magnus Plastics is setting up a project tor 
the manufacture of speciality plastic 
compounds and master batches. For this 
the company has purchased land at Vasna- 
Chacharvadi, 20 kilometres from 
Ahmcdabad. For this project the company 
has entered into technical collaboration 
with Magnus Rubber Industries The 
necessary raw materials are locally available 
and a small proportion of the required raw 
materialsandchemicals arc to he imported 
directly. Commercial production is to 
commence in September. The company is 
entering the capital market for part- 
financing the project with a public issue 
<'f 38.3 lakh equity shares of Rs 10 each 
at par aggregating Rs 385 lakh, inclusive 
of firm allotment* of Rs 92 lakh to NRi«/ 
HlsiOCBs and Rs 323 lakh to 20th Century 
Mutual Flux), 80t Mutual Fund and Taurus 
Mutual Fund. The project has been 
appraised by Bank of India and the project 
cost has been estimated at Rs 673 lakh. 


Bank of India has sanctioned a term loan 
of Rs 100 lakh. The issue slated to open 
on May 3 is being lead managed fay BOI 
Finance. 

TCI Finance 

TCI Finance, belonging to the TCl-Bboruka 
Group, is engaged in the business of leasing, 
hire purchase, corporate finance, bills 
discounting, merchant hanking, investment 
banking and corporate advisory services. 
The company provides finance under hire 
purchase schemes to acquire cars, trucks, 
LCVs. plant and machinery and office 
equipment. The company invests funds in 
securities so as to diversify its risks. Its 
corporate finance activity includes 
financing large and small companies by 
way of intcr-corporate deposits and 
discounting of trade bills. The company 
has been categorised as a Calegory-I 
merchant banker. It also advises on project 
planning and appraisal, capital structuring, 
loan syndication, and planning of capital 
issues. To meet its growing financial 
requirements the company plans to tap the 
capital market with a public issue of 60 
lakh equity shares of Rs 10 each at a 
premium of Rs 20 per share aggregating 
Rs 1.800 lakh out of which 12 lakh equity 
shares of Rs 10 each ala premium of Rs 20 
per share aggregating Rs 420 lakh are 
reserved for preferential allotment to 
variouscalcgories including Indian mutual 
lumls. financial institutions and employees 
of the company. The unsubscribed portion 
of the reserved shares would be added lo 
the net public offer of 46 lakh equity shares 
The issue, to t'pen on May 3. is being lead 
managed by l.loyds Finance and Alpic 
Finance. 


Daikafil Chemicals 

The company is engaged in the manu¬ 
facture of di-nitro uilbcnc and now 
proposes to expand the capacity of the 
same from 120 tpa to 480 (>a. and also 
forward integrate to be manufacture di¬ 
amino stilbebe si-sulpbonic acid and 
optical brightening agents. The equipment 
required for the project are to be sourced 
indigenously and Daika of Japan is lo 
provide technical assistance. The basic 
raw materials arc to be imported from 
South Korea. To part finance the project 
the company is entering the capital market 
on May 8 with a public issue of 20 lakh 
equity shares of Rs 10 each at par 
aggregating Rs 200 lakh, with firm 
allotments of2.77.950equity shares at par 
aggregating Rs 27.95 lakh toNRls/OCBs 
and4 lakh equity shaies-at par aggregating 
Rs 40 lakh lo ICICI The issue is to be lead 
managed by Fiduciary Capita) and Financial 
Services. 

Jaidka Foods 

Jaidka Group is an integrated and 
diversified group with interest in food 
processing, hosiery manufacturing and 
trading and export. Jaidka Foods, the 
group" s flagship company, is diversifying 
its activities and setting up a 100 per cent 
EOU comprising spinning and hosiery 
knitwear units at Ludhiana for manufacture 
of woollen yarn, garments, blankets, etc. 
The project bas already begun and is said 
to he progressing well The unit has 
locational advaniar-sduc lo its proximity 
to the highway. The entire ponhicUon is 
lo be exported to west Asia, the US and 
European countries. 


For the Attention of Authors 

The compulsion to limit the size of issues on account ot s te eply 
rising newsprint and other costs and a sizeable backlog ot matenai 
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publication be not over 10,000 words, including tables and notes 
and references. 
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CURRENT STATISTICS _ gJ»W *«we»rg* 


The buoyancy la the capital market. promoted by fateigasaviag inflow rather to» spurt tadomestic saving, ha* taperedoff. Equity prices are continuing 
to fall, *h»e market turnover baa dwindled, act portfolio invent meal by III* ban (Maned to a trickle and fresh capital iffua» is 1994-95 no far have beta 
about 40 per cent lower than ia the previous year. The multiple of priuMo-eeraia* (P/BI re faded hvdte BSE sensitive Max ban faOea fromahout 52 la 
September 1994 to a more realistic 30 1 » no. Money nupply and reserve money growth in 1994-95 Wan moderate due to reduced net hank credit to 
goveranwM. Foreign currency assets have touched S 20.9 hilltoa. 

Macroeconomic Indicators 


Index Nam ben af WR-*—*- Weightn Apr 01. 

Prlcea (1981-82=1001 

AU Commodities TotM» 284A 02 04 HI (U 0?7 ioO io» To BiT 

ftimary Articles 32.3 294.2 0.1 11.7 12.7 0.3 1.7 13.2 11.5 3.0 15.3 

Food Article* 17.4 .318.5 06 11.4 5-2 04 1.9 13.1 4.4 5.4 20.9 

Non-Food Articles KU 322-7 -1.1 13.1 27.2 0.2 1.8 14.9 24.9 -1.4 8.1 

Riel. Power. Light and Lubricant* 10.7 281.4 0.0 1.2 13.0 0.0 0.0 1.2 13.1 1..2 J..2 

Ntaaulactured (Voduct* 57.0 279.7 0.4 9.7 1H2 0.0 0.3 10.0 9.9 7.9 2.6 

Food Product* 10.1 273.9 0.3 8.6 11.7 0.4 0.0 8.2 12.3 6.8 0.2 

Food Index (computed) 27.5 702.1 0.5 10.5 7.3 0.4 1.3 11.4 7.0 5.8 17.1 

All Commodities (Average Basis) ,,, 

(April 01. 1995) 100.0 2*4.6 - *0.8 8.3 9.4 11.3 10.9 8.2 |0.l 13.7 


Variation (Per Cent): l*oinl-t»-Potnl 

1994-95 1993-94 1992-93 1991-92 
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Coat of Living Indices 
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Month Over 
Month 
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l.utcnt Previou* 1994-95 199.3-94 


Industrial Worker* (1982=100) 

Urban Non-Man Fjnp(l984-K5=l(X)) 
Agn I.ab (iuly 60 to Jum- 61=100) 

29|- 

24(> ,; 

1301-' 

0.3 

0.0 

0.7 

9.8 

8.6 

11.6 

9.J. 

7.f; 

ia:: 

9.0 

8.1 

10.7 

9 1 1 

7.8 

10.7 1 


Mar 17. 
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Money and Ranking (Ks mrcl 

1995 

Over _ 

Month 

Fiscal Year S o 
1994-95 

Far 

1993-94 

1993-94 


Money Supply (M,) 511031 

CuiTency with Public 102857 

Deposit* with Bank* 405100 

Net Bank Credit to Govt Sector 220515 

Bank Credit to Comml Sector 279561 

Net Foreign Exchange A*neln 72291 

Re*erve Money (March 24. 1995) 171473 

Net RBrCred* to Centre- ‘>8968 

Scheduled Commercial Bank* (March 31. 19995) 
Depo*iL< 382500 

Advance* 209706 

NonF<*>d Advance' 197431 

investment* 149254 


7420(1.5) 
2817 (2.7) 
4491 (1.1) 
2588 (1.2) 
6216(2.2) 
1581 (2.2) 
3744 (2.2) 
278.3 (2.8) 


77465(17.91 
20659 (25.11 
56260(16.1) 
16729 (8.2) 
42358(17.9) 
18564 (34.6) 
32851 (23.7) 
2185 (13) 


6M >80(18.6) 
IS! 194 122.4) 
5Z 237(17.6) 
27- 437(17.6) 
1.5990(7.7) 
253- 42 (101.6) 
26 626 (24.0) 
1334(1.4) 


18640(4.9) 67368(21.4) 64 657(24.1) 

10773(5.1) 45288(27.5) )8 940(12.5) 

12009(S.I) 43920(28.6) If ,249(11.2) 
166(0.1) 16731 (116) -i 182 (-2.2) 


66741 (18.2) 
13925 (20.4) 
51601 (17.4) 
27548(15.6) 
17068(7.8) 
28775(15.3) 
27843(25.1) 
263 (0.3) 

46560(17.3) 
12436(8.2) 
8272 (5.7) 
26867 (25.4) 


49344(15.5) 
7175(11.7) 
41741 (16.3) 
17975(11.4) 
32141 (17.1) 
3726(17.6) 
11274(11.3) 
4257 (4.6) 


51653(19.4) 
8050 (15.2) 
43392 (20.5) 
1*070(119) 
16225 (9.4) 
10645 (100.6) 
11726(114) 
5904 (6.7) 


37814(16.4) 38216(19.8) 

26390(21.0) 9291 (8.0) 

24317 (20.1) 9)27 (8.2) 

15460(17.1) 15131(20.2) 


Index N umb e r * «f Indnslrtat Weight* 
Prndwctiau (1980-81=100) 


Nov Averaee fry Fi*c*l Year So Far 


iwnmtv-. 'itJ ,i .j 111 mi tj 


General Index 
Mining and Quarrying 
Manufacturing 
Electricity 

Duawstfc Savings and Iwr in tmi nt 

Grew* domestic saving* 

Oro** fixed capital formation 

Grow domestic capital formation 
(ad) fra error* and orm.**h«i*l 


Fnr elg n Trade 

Exports: Rs owe 
US Stan 
Import*: Ks crurc 

USSpn 

Non-IK R, 1 * S mn 
Balance of Trade: JO crore 
USSma 


1994 

1994-95 

1993-94 

If 193-94 1992-93 1991-92 1990-91 

251.6 

236.5 (8.7) 

217.6(4.1) 

3.0 

2.3 

0.5 

8.4 

256.0 

223.8 (6.7) 

209.7(3.1) 

2.5 

0.5 

0.9 

4.5 

242.3 

228.4 (9.2) 

209.2 (3.6) 

22 

2.1 

3.0 

9.1 

310.5 

304.1 (7.8) 

2*2.1 (7-5) 

7.3 

5.1 

8.5 

7.8 


l993-94t» 1992-93 1991-92 1989-9 (I 1988-89 1987-88 19*6-87 1985-86 1984-15 1980-81 


158493 140635 

< 20.21 ( 200 ) 
16437*) J5II78 
(20.9) (213) 

160642 154451 

(20.4) (22.0) 

QuK-ke*timatc* 


142029 126793 I0f97 

(23.1) (23.7) (22.: 

135225 121114 10277 

(21.91 (22.6) (22.: 

145406 14498*; 11424 

(23.6i (27.1) (25.1 

Amount in rupee* crore i 


Cumulative lot 
1994-95 

72929 (17.3) 
23248(17.3) 
78620 (23.3) 
25062(23.3) 
19953(31.7) 
-5691 
-1814 


lac* I Year So hi 
1993-94 . 

62181 (31.0) 
19825 (20.6) 
63780(11,3) 
20335 (2.0) 
15150(43) 
-1599 
-510 


(l 85275 69631 54801 51933 42178 28786 

t) (213) (20.9) (18.7) (19.8) (18.2) (21.2) 

5 85669 72194 62052 54255 45568 26276 

5) (21.6) (21.7) (21.2) (207) (19.7) (19.3) 

9 97579 76456 611565 38167 45470 30*80 

I) (24.7) (22.9) (20.9) (22-2) (19.7) (22.7) 

ind ligure* in hrackgt* are per cent of GPP at unroot market pnee* 

1991.94 1992-93 19*71-92 19*81-91 


69547(29.5) 
22173(19-6) 
72806 04.9) 
23212(6.1) 
17456 (ia6) 
-3259 
-J039 


53688 (21.9) 44(M2 (.35.3) 
18537(3.8) 17866 (-1.5) 
63375(32.4 ) 47851 00,8) 
218*2 02.7) 19411 (-19.4) 
15782 0 2.3) 14047 (-22.2) 
-9687 -IIP; 

-3345 -1545 


32553 07.6) 
1*143(9.1) 
43193 (22.0) 
24073 0 3.2) 
18045(3.1) 
-10640 
-5930 



Apr 07. 

Apr 08. 

Mar 31 



Foreign Exchange lUaen e* 

1995 

I'M 

19*75 

Month 

Year 

(excluding gold)" 




Ax** 

Ago 

Rs crore 

64792.9 

4X108 7 

66U28.4 

2653.7 

17684.2 

USSma 

208X6.0 

15271.0 

20816.1) 

4482) 

4613.0 


Varjat tu n Ove r_ 

Fiscal Yey So Far 1994-95 
1995-96 1994-95 


1993-94 1992-9' 1991-92 


IR4u-*W -fat* ‘ »il 7' W95 
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nuUw lades (197S-79-100) 
oaat lades (19*3-84-100) 

-200 (19*9-90 »100) 
ex (19*9-90- 100) 


Eatte ( M itt Average) 


seeetUve lades 


(R* crate) 


rifled dm 84 

-Specified aherea 116 

; 270 

rap* dally luraover 14 

wcattap day* V 


U rapHehmll-n 

; wcrktag day) (R* cron) 


Bated txMnpdaie* 

Natloaal iades-haaed scrip* 


Ago 1994 


3294 3779 

am 

1614 1*37 

(•5.9) 


Trough Peak Troe*h Peak 1994-95 1993-94 1992-93 1991-92 


3317 3464 3233 4631 3261 3779 22*2 42*5 

(-13.7) (65.7). (-46.1) (266,9) 

161* 169! 1572 2176 1606 1*30 1021 196* 


Feb 95 Mar 94 


_ PaU Racgi Year 

Mar 94 ~I9949S 1993-94 1992-93 1991-92 1990-91 


3233 

4631 

3261 

3779 

22*2 

42*5 



(-13.7) 

(65.7) » 

(-46*) 

(26*9) 

1572 

2176 

1606 

1*30 

1021 

196* 



(-12.Z) 

(79.2) 

(-4*1) 

(2J4.1) 

360 

497 

36* 

450 

234 

5*5 



(-1*2) 

(92.3) 

( 600) 

(267.9) 

191 

2*0 

195 

239 

125 

376 



(-1*4) 

(91.2) 

(-66.*) 

117*5) 

Has 


Ead of Hacal Year 


June 94 

Mar 95 

Mar 94 

Mar 93 

Mm 92 

Mm 91 

46.* 

30.4 

46* 

29.3 

44.3 

19.7 

46.9 

34.7 

46.9 

27.1 

41.9 

19.1 


15412 62213 

51477 22324 

66**9 *4537 

291 3*1 


Feb 95 Mar 94 Dec 94 


25212 17357 


36012 293*6 20563 

119 135 97 

191 21* . >.'ill 




'*** 

94 Auk 

94 

Mm 


Ead of Fiscal Year 


Mar 


400000* 

(31.1) 

141263 

(-3.4) 


401692# 305000$ 400000 416966 39*044 - 344462 1*9405 3059*7 

(53.8) (31.1) (4.*) (15.6) (81.9) (-3*1) <*-> 

145351 146176 160019 169646 158586 141263 146176 73075 112041 

(100.0) (-5.7) (70) (85) (-3.4) (100.0) (-34.8) (19*3) 


Sa pertaia* k> December 94 # Data pertain* In November 94 S Data pertain* in December 93 
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laveaton (Flla) la S a rn a d e r y ead Primary Mutrii (for each moelb) 


No of Repd Flla --LHSSI Sfttsx_ 

(Cumulative) R>Cr US $ ma RaCr USSma 


CuaaalauveNal 

levmaal# 

USSma 


40 Jm 1994 


■O' 

136 

1288.6 

415.7 

54.0 

17.4 

1234* 

398.3 

MO 

145 

904.6 

291.8 

144.0 

46.5 

760.7 

243.4 

* 

15* 

762.4 

145.9 

2035 

65.6 

55*9 

180.3 

■ 

166 

705.4 

2275 

198* 

64.1 

S06.6 

163.4 


191 

962.5 

310.5 

160.4 

51.7 

802.1 

25*7 


199 

1029.1 

332.0 

274.2 

88.5 

754.9 

2435 


217 

423.4 

136.6 

170.5 

55.0 . 

252.9 

81* 

Ml 

222 

539.5 

174.0 

17*1 

57.5 

361.4 

116* 

msbar 

229 

647.4 

208* 

201* 

65.1 

445.6 

143.7 

hat 

241 

610* 

194.7 

265.8 

84.7 

345X1 

1115 

md« 

259 

308.1 

98.2 

274* 

87.4 

33.9 

10.9 

maker 

259 

363.7 

115.9 

316* 

100* 

47.5 

15.3 

«r 

259 

465.0 

153.5 

32S.0 

1055 

140.0 

44* 

nary 

259 

402* 

128.3 

201.7 

64.3 

200.7 

64J0 

* 

259 

394* 

127* 

223.5 

72.0 

171* 

55* 


■ctaatve of late repretiap vrtnth w ac* iacurpocated ia the mnaahty flown * RM Ha* placed it at* *29 


:(1) l apa a c i l p i aumeral d»a nn a mnadi to which flpur* table*,« g. aapmagfr 
dm period ipeofkd or over dm comparable parted of Mepaav i mm yaw. 
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COMPANIES 


rrc 

All-Round Performance 

ITC, the largest cigarette manufacturer in 
the country, enjoys a market share in volume 
of 60 per cent. The company has five 
businesses, viz, tobacco and cigarettes, 
oilseeds, and edible oils, hotels, paper and 
packaging and international trading. The 
company has registered a PAT of Rs 206.32 
cruse for 1993-94 which is 32 percent higher 
than in the previous year. Net sales went up 
by 23 per cent and operating profit by 19 
per cent. But for an increase in taxation by 
35 per cent, depreciation by 22 per cent and 
a Adi in other income by 5 percent, margins 
would have been even higher. Exports were 
up by 41 per cent while foreign exchange 
earnings rose by 69 per cent Short-term 
loans were down by 4 per cent while bank 
borrowings increased by 6 per cent for the 
year. The dividend declared at 85 per cent 
is 20 per cent higher than that for the previous 
year. Earning per share rose from Rs 9 in 
1991-92 to Rs 13 in. 1992-93 and Rs 17 in 
1993-94. Return on investment increased 
marginally by 1 per cent for 1992-93 and 
1993-94. Sundry creditors to current assets 
fluctuated at 29 per cent in 1991-92. 31 per 
cent in 1992-93 and 27 per cent in 1993-94. 
Short-term hank borrowings to inventories 
increased from 58 per cent to 80 per cent 
and 88 per cent in the same period. Inven¬ 
tories to sales declined by 5 percentage points 
in 1992-93 and by 6 percentage points in 
1993-94. 

The company continued to invest in brand 
equity and has gained market shares, lu 
brands continued to be the market leaders 
in each segment. The company's agri¬ 
business continued to do well with its edible 
oil brands recording a growth of over 50 per 
cent in the branded consumer pack segment. 
The hybrid seeds business is being 
repositioned in the newly formed fTC- 
Zeneca, a joint venture participation with 
Zeneca p4c of UK who are the world leaders 
in hybrid seed technology and research. The 
Wclcomgroup chain achieved a turnover of 
Rs 170.77 crorc. Sheraton Towers was 
commissioned at Windsor Manor Sherat uo, 
Bangalore and Park Sheraton, Madras was 
operational with good facilities, but Scarock 
Sheraton remained substantially non- 
aperational due to the bomb blast in 1993. 
In the paper division, the modernisation, 
technology upgradation and expansion of 
Tribeni Mill was completed. The packag mg 
and printing unit commenced operation in 
February 1994 after a packaged strike. 
Modernisation and technology upgradation 


programmes were snccessftiUy implemented 
in the coo version and coating facilities. The 
focus of tbe international business division 
continues to be on agri-products and aqua- 
exports . The company emeiged as the largest 
exporter of ex traction and shrimps with ah ares 
of 14 per cent and 12 per cent, respectively, 
and the second largest coffee exporter with 
an 18 per cent share oflndis's coffee exports. 

ITC Global Holding*. ITC Hotels, ITC 
Bhadracbalam Paperboards, SuryaTobacco 
Company and ITC Infotcch are the 
company’s subsidiaries and all are reported 
to have performed well. 

FORBES GOKAK 

Modernisation 

Programme 

Forbes Ookak has had decreasing margins 
for the past two years. For 1993-94, the 
company has shown mixed perf ortn ancc with 
net sales rising by Rs 21.31 crorc (11 per 
cent). Operating profits were down by 
Rs 3.96 crore (9 per cent) and net sales by 
Rs 43 lakh (3 per cent). A 45 per cent 
dividend was declared for the year. Debt- 
equity ratio showed a steady decline in the 
past three years. IlfelJbybpcrcentagepoims 
in 1992-93 and by 10 percentage points in 
1993-94. Earning per share declined from 
Rs 15 in 1991-92 to Rs 14 in 1992-93 and 
Rs 9 in 199.3-94. Inventories grew by 16 
percentage points for 1993-94. Exports have 
shown a declining trend in the past two 
years. Short-term loans were down by 37 
per cent while bank loans fell by 11 percent. 
The continuation of the modernisation pro¬ 
gramme with an outlay of Rs 14.48 crorc 
for the year ted to a higher depreciation 
provision. Bad debts during the year were 
to the tune of Rs 216 lakh. 

The technological upgradation of the 
textile division led to tbh better performance 
of the division. Sevens shortage of domestic 
raw cotton led to high cotton prices. Cotton 
availability was poor internationally also. 
Alteration in excise duty on cotton yarn 
from specific to ad valorem almost doubled 
the levy in value terms. Tbe duty has further 
increased due to hike in yam prices to 
cover the higher cotton costs, To cover the 
increased cost of production methods like 
setting up of new plant* to enhance yam 
dyeing capacity to 10 tpd from tbe present 
2 tpd were resorted to. Also a high value 
terry towel project with four computerised 
jacquard looms showed encouraging results 
and the company has plans to further inr tease 
capacity. 


EIW R — writ Fo-dariaai 

The PatvoBc division with its activities in 
ship broking, tramp vessels and crew 
recruitment has shown satisfactory growth. 
The division has 26 office* in its all-India 
network, 12 in port towns and 14 in key 
inland locations. 

The Forbes division has four units. The 
shipping agencies division acts as agents 
for foreign shipping lines. To improve its 
business prospects, the company tied up 
with a European freight forwarding company. 
Tbe engineering unit’s satisfactory perfor¬ 
mance did not compensate for its previously 
sustained losses. The communication 
equipment agencies division’s activity was 
stagnant due to deferment of several telecom 
projects during 1993-94. The division is 
also marketing the products of two new joint 
venture companies, viz, Wandel and 
Goltermann and Forbes and Forbes Troxely. 
Tbe optics division is reported to be not 
doing well. 

The company invested Rs 42 lakh on 
Rand D activities in 1993-94. Various 
activities for improvement of products were 
undertaken during the year. 

WOCKHARDT 

Capacity Expansion 

Wockhardt is engaged in the business of 
health care, including manufacturing and 
marketing of pharmaceuticals, bulk drugs, 
dielic foods, bio-agro products, diagnostic 
and therapeutic medical services and bio¬ 
medical products. The company, originally 
known as Worh Chemical, went public in 
1993. Net sales were up by 6 per cent, 
operating profit by 19 per cent and nci 
profits by 28 percent. Last year the company 
had experienced a fall in net profit. An 18 
per cent increase in depreciation was more 
than compensated by an 88 per cent fall in 
interest charges. Similarly, the fall in non¬ 
operating xuipjus was offset by rise in other 
income. A dividend of 30 per cent was 
declared for the year. Exports, which 
constitute an important part of the company's 
growth strategy, were down by 38 per cent 
for the year. Having discovered a potential 
market for baby foods in Africa ami 
Bangladesh, the company has now shifted 
its emphasis in exports from bulk drugs to¬ 
other products. 

The company installed additional plant 
and machinery at its two bulk drug plants 
at Anktcsbwar. It is now setting up a third 
bulk drug and pesticides plan at die same 
venue. Thu unit would have a bulk drug 
capacity of 60 tpd and facilities tor 
formulations of pesticides and technical grok 
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TEST Uarok 


1 Netcaie* 

2 Vahie of production 

3 Other Income 

4 Total income 

5 Raw materialafitore* and ipare* 
cDnwnwd 

6 Other m—tifartnrim expenae* 

7 Remuneration to employee* 

8 Other expenae* 

9 Operating profit 

10 lateral 

11 Grou profit 

12 Depredation 

13 Profit before tax 

14 Tnx pro virion 

15 Profit after tax 

16 Dividend* 

17 Retained profit 
1 t*trflillilfa~rTlT 

18 Paid-up capital 

19 Reaerve* and wiphi* 

20 Long tern loan* 

21 Short term loan* 

22 Of which bank borrowing* 

23 Groa* fixed a*(d* 

24 Acctunulaled depredation 

25 Inweotorie* 

26 Total aaaeti/liabilitie* 


27 Exdae duty 

28 Orna* value added 

29 Total foreign exchange income 

30 Total foteign exchange outgo 

Key financial and performance ratiu* 

31 Turnover ratio (**ie* to total axKU)(%) 

32 Sale* to total net aaaeta <%) 

33 Grot* value added to gmn fixed 
aneti {%) 

34 Return on invert mem (groar profit 
to total axaeu) (%) 

35 Oroxx profit to xalox (grow margin) (%) 

36 Operating profit to *ak« (*) 

37 Profit before tax to taler (%) 

38 Tax provixion to profit before tax (%) 

39 Profit alter tax to net worth 
(return on equity) (%) 

40 Dividend (%) 

41 Earning per there (R») 

42 Book value per abate (Rr) 

43 PfE ratio (baaed on laleat and 
cortcapondutg laat year’* price) 

44 Debt-equity ratio (ad^uated for 
revaluation) (%) 

45 Short tenn bonk borrowing* to 
in uant o t te* (%) 

46 Sundry andiron to randry debtor* (%) 

47 Total raaunention to employee* 
to grot* value added {%) 

48 Total wmwntion to anployeei 
to vain* of production (%) 

49 Oroa* fined aaaat* focroatioo (%) 

50 Growth » inveatutiei (%) 


1994 

1993 

1994 

1993 

1994 

1993 

1994 

1993 

1994 

1993 

235217 

187084 

21337 

19206 

14549 

13601 

19889 

18635 

20893 

16133 

230576 

187430 

20689 

19597 

14901 

14134 

19390 

19202 

20893 

16133 

6859 

7275 

WO 

4907 

3140 

473 

329 

211 

1237 

1266 

237435 

194705 

24385 

24504 

18041 

14607 

19719 

19413 

22130 

17399 

84408 

65309 

11213 

10745 

8207 

6778 

11076 

11311 

2333 

1948 

56073 

48078 

1843 

1616 

1004 

1035 

886 

655 

2742 

2219 

11919 

10064 

3473 

3253 

970 

742 

1956 

1663 

4072 

3429 

36407 

30591 

4281 

4919 

3628 

2498 

2692 

2414 

4900 

4372 

48628 

40663 

.3575 

3971 

4232 

35)4 

3109 

3370 

8083 

5431 

13119 

13905 

1008 

1394 

68 

586 

1085 

1115 

2373 

2339 

37636 

28288 

3056 

3016 

3851 

3009 

1908 

2464 

5704 

3064 

2632 

2140 

1146 

973 

345 

290 

304 

282 

904 

784 

35004 

26148 

1905 

2041 

3506 

2719 

1600 

2179 

4568 

2091 

14372 

10617 

760 

853 

0 

0 

807 

1059 

407 

208 

20632 

15531 

1145 

1188 

3506 

2719 

793 

1120 

4161 

1813 

10094 

7588 

513 

370 

472 

382 

661 

661 

1025 

640 

10538 

7943 

632 

818 

3034 

2337 

132 

4)9 

3136 

1243 

12123 

11673 

1245 

822 

1753 

1453 

2065 

2065 

3094 

2907 

59955 

29664 

12198 

8604 

38564 

11021 

8894 

8869 

39560 

35913 

21433 

13823 

3943 

3684 

551 

1718 

2418 

3341 

13031 

11162 

47154 

49120 

4059 

6462 

65 

151 

4352 

2486 

405 

4999 

43154 

40419 

2254 

2548 

6! 

148 

1711 

2486 

376 

1602 

71190 

56228 

16298 

13834 

8922 

6533 

10651 

10374 

58781 

57463 

18183 

15907 

6290 

5252 

1692 

1351 

4083 

3673 

6863 

5689 

48666 

50141 

7046 

5998 

3808 

3440 

5552 

6623 

1551 

1594 

186445 

145246 

26410 

23728 

43773 

16445 

21583 

20567 

62900 

60831 

185874 

187002 

112 

23 

590 

761 

6026 

5620 

0 

• 0 

62656 

52164 

7752 

7872 

2470 

4444 

4737 

5493 

12205 

8962 

100538 

59153 

8716 

9102 

860 

1331 

765 

80? 

14591 

10805 

14498 

11742 

1142 

2461 

1974 

1090 

1605 

2050 

98) 

1061 

126.2 

128.K 

80.8 

80.9 

33.2 

82.7 

92.2 

906 

33.2 

26.5 

167.2 

179.4 

99.5 

98.1 

35.5 

94.8 

112.2 

111.2 

372 

29.3 

88.0 

92.8 

47.6 

56.9 

27.7 

68.0 

44 4 

52.9 

20.8 

15.6 

20.2 

19.5 

11.6 

12.7 

88 

18.3 

8.8 

1X0 

9.1 

SjO 

16.0 

15.1 

14.3 

15.7 

26.5 

22.1 

9.6 
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542 

1X78 
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53.2 
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83.8 
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31.8 

46.1 
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44.6 
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14.5 

41.7 
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41.2 
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1.4 
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43 

X4 
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12 

10.1 

87 
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17.8 
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X7 

X4 

16 

7.4 

-2.94 

11.83 

17.47 

US 

10.70 

1928 

-16.17 

1542 

-270 

17.64 





chemicals. The IV fluid capacity is to be 
increased to 100 million ututsfiom the cunent 
30 million units. The company also has 
plans to expand its diclic and infant food 
product* line. The company launched the 
first enteral nutritional product branded 
Rocupex. Since the entire range of IV 
products fall outside the DPCO the com¬ 
pany has been increasing the focus on the 
same. 

The company recently commissioned the 
first phase of its multi-disciplinary R and D 
Centre at Aurangabad. Wockhardt’ * R ami D 
facilities rank amongst the finest in the 
country, undertaking research in pharma¬ 
ceuticals. bulk drugs, medical nutrition, 
ayurveda products and biotechnology 
products. The department is manned by 125 
scientists. The second phase of the centre to 
be commissioned later will involve research 
on basic drug discovery and will have world 
class infrastructure for medicinal chemistry, 
toxicology, pharmacology, biochemistry and 
biotechnology. The company has the 
distinction of being the first Indian company 
to have successfully commercialised 
indigenous biotechnology research. 

Debt-equity ratio of the company fell 
drastically in the past three year* from 41 per 
cent in 1991-92 to 13 per cent in 1992-93 
and 1 per cent in 1993-94. Short term bank 
borrowings to inventories fell by 46 
percentage points in 1992-93 and by 3 
percentage points in 1993-94. Earning per 
share fluctuated at Rs 25 in 1991 -92. Ks 18 
in 1992-93 and Rs 20 in 1993-94. Raw 
materials consumed to value of production 
rose by 2 percentage points in 1992-93 and 
by 7 percentage points in 1993-94. 

The company has incorporated a wholly- 
owned subsidiary in Ireland. Wockhardt 
(Europe), to explore avenues for importing 
goods from India and selling them in the 
European and American markets. Wockhardt 
International is another wholly-owned 
subsidiary of the company. 

CHLORIDE INDUSTRIES 

Market Share Maintained 


for the year. Short-term borrowings rose by 
75 per cent, while bank borrowings fell by 
31 percent. Exports and imports were down 
by 4 per cent and 14 per cent, respectively. 
The company has maintained its large 
market share of 66 per cent in the original 
equipment market and, in the replacement 
market, sales increased by 16 percent in the 
automotive sector. 

The company has plans to increase its 
capacity by 75 per cent in the next three 
years involving an investment of Rs 60 
crore. All the three units of the company at 
Haldia, Shyamnagar and Chinchwad are to 
have their capacity expanded. On the com¬ 
pletion of the expansion programme, capacity 
would be doubled to 3 million batteries 
annually as against 1.5 million batteries per 
annum currently. At the Shyamnagar unit, 
the company launched a voluntary retirement 
scheme for reduction of workers from the 
present 1,300 to around 1,000. 

Emphasis is to be laid on special auto¬ 
motive batteries for cars like Rover, Pucgeot 
and Mercedes entering India. The company 
has signed a buyback arrangement with Lunic 
of Netherlands who are to take 86.000 
motorcycle batteries in the first year. It is 
also to set up two more battery units, one 
at Hosur near Bangalore and another near 
Haryana. A col laboration agreement has been 
signed with Shin-Kobe Electric Machinery 
Company of Japan for production of seal 
lead acid. This type of battery would be 
produced in the country for the first time. 
The Rs 30 crore plant being set up at Hosur 
is to serve the telecom and power sectors. 

The company suffered a setback with the 
disintegration of the Soviet Union since a 
major part of its exports were marked for 
the Soviet Union. 

Research and development expenditure 
was Rs 87 lakh for 1993-94. New product 
development, technology upgradalion. 
process improvement, import substitution 
and development and evaluation of 
alternative raw materials were important 
activities during the year. 

EAST INDIA HOTELS 


The Isrg^St storage battery manufacturers 


in 


the country. Chloride Industries, has shown 
mixed performance for 1993-94. Net sales 
increased by 6 per cent (Rs 12.54 crore) 
while operating profit was down by 7 per 
cent (Rs 2.61 crore), gross profit by 22 per 
cent and net profit by 29 per cent. The fall 
in margins was arrested by a 23 percent fall 
in taxation. 55 percent rise in other income 
and a marginal faff of 2 per cent in interest 
charges. The fall in (be profit has been at¬ 
tributed toincrease* in input costs. viz, lend, 
fuel and electricity. Also it bad to make 
“prior period adjortment*” of Rs 202.18 
lakh/A dividend of 17 per cent was declared 


Hospital Project 

Promoters of the Oberoi Gtoupof Hotels in 
India and abroad, East India Hotels have 
registered good performance for 1993-94. 
Net sales were at Rs 208.93 crore as against 
Rs 161.83 crore. Operating profit stood at 
Rs 80.83 crore (R* 54.31 crore) and net 
profit at Rs 41.61 crore (Rs 18.83 crore). 
Margins would have been higher but for an 
increase in taxation by 95 per cent, other 
provision* by 22 pm 1 cent, depreciation by 
15 per cent, and interest charge* fay 1 per. 
cent. Abo there was a fall in other income . 
and non-operating surplus by 2 per cent and . 


71 per oent respectively, Anahhant*4#*^ 
dend of 35 per cent was announced a* agahtet 
22 per cent in the previous year. Export* 
rose for the year while imports were low. 

Debt-equity ratio fluctuated at K>1 per 
cent in 1991-92,28 percent in 1992-93 and 
30 per cent in 1993-94. Short-term bank 
borrowings were up by 6 percentage points 
in 1992-93 but fell drastically by 76 
percentage pointa in 1993-94. Return on 
in vestment rose by 4 percentage points from 
5 per cent in 1992-93. Earning per share 
stood at Rs 13 for 1993-94, while it was 
Rs 6 in 1992-93 and Rs 7 in 1991-92. Net 
value added to value of production showed 
a rise of 4 percentage points ax against 50 
per cent in the previous year. 

The company has plans to launch a hospital 
project in New Delhi in collaboration with 
Health Solutions, an Australian company 
which also would have an equity stake in 
the joint venture. East India Hotels is also 
building a new hotel in Kathmandu with 100 
per cent equity participation. To cater to the 
growing demand of business travellers, 
the company has been. working actively 
on the opening of 20 medium-size hotels, 
called Novalels, in collaboration with 
Accor of France. The Novalels, introduced 
in 1993, are three-star deluxe hotels. They 
have been said to be wcll-recieved. The 
company also plans to set up a beach hotel 
at Goa with an investment of Rs 30 crore. 
For this it plans to lap the euro markets with 
an issue of ODRs amounting to US S 40 
million. 


rvvw rrOVTl MMVlOVMr 

Speaking for Ourselves 

Women and Distance 
Eductaion in India 


edited by 
Asha S. Kanwar 
Neha Jaqannathan 


1995,247p. Rs. 350 


ManoiMr MMwn a otefetbutofs 

,wrwi AIWi rvQBQ) UVyVQOTI, 

NSW MM-11000* 

T*. :3M 7794,327 91K 




COMMENTARY 




The Enron Caper 

Phrkiyutim 


The contours of Enron's Dhabol power project are becoming clearer. The 
government of Maharashtra and the union government are to underwrite 
alt the risks Of the project, provide an average return of over 40 per cent, 
guarantee a 90 per cent offtake by shutting down much cheaper 
generation and provide various other facilities under threat of penalties. 
Enron will bring in Rs 30 crore, own the plant and have minimal 
liabilities. The Dluibol project is going to be an albatross round the neck 
of the people of Maharashtra. 


THE Enron Paper* consisting of the Power 
Purchase Agreement, the guarantee* and 
counter guarantee* provided by the 
Maharashtra and the central government* 
respectively, are now in the public domain, 
thank* Ur Bitsinexstinr/Frontline. Thin has 
helped to lift the veil on a deal that should 
never have hecn kept secret. If the 
Maharashtra government is entering into a 
commercial arrangement to buy electricity 
on behalf of the people of the state, the 
people have a right to know at what cost such 
purchases are being made. The publication 
of the Enron papers now moke* clear why 
the government wanted *o desperately to 
hide this deal. A cursory examination of the 
paper* shows that the major argument* 
against the Enron deal arc all substantiated 
hy the document* now made puhtic 
I-el u* take what has been the most hotly 
debated issue - the costs of the project. The 
Enron papers show that the cost of the main 


Tabu* I: B«£ak-Ui-«*-Cakiai fmn 

tR\ rime] 


Head 

Rupee 

Cost 

Rupee 
FquivaJent 
ot Dollar 
( 

Total 

laod 

78.40 


78.4 

Turnkey 

construct i<wt 

397 

1305.8 

I70V77 

Duties 

168.23 


168.2) 

Addilioiud 

(axes 

48.00 


4800 

Tecfaaical 

Consul uncy 


35.20 

15.20 

Misc Fixed 

As*** 

6.4 

44.80 

5U0 

Prebnunary 

expMuw 

62.40 

62.40 

62.72 

Plr-uperalive 

expats* 

181.56 

V.5.70 

M7 26 

Coaongeacy 


160 

160 

Working 

capital 


87.82 

87.82 

Total 

880.8 

2061.72 

2942 


Snmrt: IDW TaNe reproduced ta FrtmlUm 
modified hy deleting IXwefoping fee* 
of Rs 16.40 crore. 


plant equipment is R* 610 crore while the 
project costs arc ft ve times this amount. The 
cost of Ks 610 crore for the main plant 
equipment is comparable to indigenous 
power equipment costs - the significant 
difference being that in Indian plant*, main 
equipment costs are roughly 60 per cent of 
the total protect costs. Even if wc lake inU> 
account additional financial costs in going 
the private sector rinitc. other costs should 
have been at most equal to tlte main plant 
equipment costs The h dal cost of the project 


Tabi h 2 - 16 avt ( aI'Attty Diiaw* First Si sr.r 
(AMBitvr Katub.) 


l : x|Uipmenl 

Baseload 

(MW) 

Peakload 

(MWi 

Two Irame 9FA gas 



turbine generator 

4215 

422.1 

One xlcant tuibino 

2317 

290 

One frame 6B gas turbine 

- 

15.4 

Total plant capacity 

655.2 

747.9 

Capacity considered lor 



commercial purposes 

62* 


Margins 

10 2 



IDBIV Detailed Appraisal Sole. 
Anncxure XXIV, 


Fixed O and M ($) 

0.159 

Capital recovery 

aTov 

Total fixed cost* 

1.012 

Variable (1 and M (Rst 

0.004 

Variable t > and M (Si 

«27l 

Annual management tee 

0.016 


baaed on Rs 610 crore for main equipment 
should not have exceeded Rs 1.20(71.300 
crore - this is what the critics have held all 
along. 

Why do Enron cost* go up from Rs 010 
crore to a mammoth Rs 3.000 crore? The 
major chunk of the increase is in tfce contract 
Enron has reached with OE and Bechtel for 
the turnkey construction of the poster station. 
The total contract value for the construction 
of the project is R* 1.872 crore. three times 
the value of the main plant equipment! A 
classic case of what the World Bank calls 
a 'sweetheartdeal'. Expressing Ks coooern 
with the government’s policy of a fixed 16 
per cent rale on capital. The World 
Development Report. 1994 had given the 
example of the Indian railway system built 
under the British wberemassive co« padding 
had occurred due to such incentives. OE and 
Bechtel are co-promoter* of the Dhabol 
Power Project. This explain* the ’sweetheart' 
deal with GE and Bechtel fur the turnkey 
construction contract. It i* also advantageous 
for Enron to have higher project costs as the 
fixed guaranteed return on capital would 
translate to even higher profit*. Only the 
consumers would lose a* they would have 
to pay for all thi* cost padding with higher 
power tariffs. 

The rest of the costs - from K* 1.872 to 
Rs 3.000 crore - 1- : 1 k- cost of Enron financ¬ 
ing the project. A number of dubious items 
ol cost have already been highlighted in the 
press, the most infamous being the 
developers tec* hy which Enron was to take 
out Rs K6 crore in the beginning of the 
protect. The developer's fees included cost* 
incurred by Enron toward* projects dial never 
took oil the ground In other word* if Enron 
develop* a basket of project-, the costs of 
these comi not out of the profit* of (be 
successful f*\>tect* but out of the costs of 
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Tabu ' 1;m '• vsr> Vaxiac■ i Costs 
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the successful ones. Enron also wanted the 
interest charges of it* loan equity to be 
included as a part of the project coat*. The 
IDBI Finally managed tonlaxh socnc of these 
coats though they seemed to have escaped 
the notice of the Maharasthra and central 
governments. 

The issue here is not only the undoubtedly 
high pre-operative costs, development costs 
and various fees levied by Enron on the 
project. The issue is also bow Enron is 
leveraging its equity while putting in a measly 
amount-it is bringing in only 1.5 percent 
of the total project cost as equity while it 
will own 80 per cent of the total equity. The 
documents show that Enron will bring in Rs 
30 crone in cash while the rest will be brought 
in through loans. This loan equity will be 
substituted by real equity during the 
construction phase. Even a cursory 
examination of the financing costs and fees 
paid to Enron during construction makes 
clear that the rest 28 J per cent equity will 
be generated from the recycled projc ct funds 
itself. This also explains the high pre¬ 
operative costs and the various fees it is 
claiming from the project And if this is not 
enough, Enron is also allowed to sell off 30 
per cent of its equity before the project is 
commissioned. As the rate of return starting 
in 1997 is 15 percent and goes up to 57.83 
per cent by 2016 (an average rate of return 
of over 40 per cent) and is also guaranteed 
against foreign exchange fluctuations by a 
sovereign government. there is every 
likelihood of a high premium - another 
windfall for Enron. The Enron will make a 
killing before even one MW of electricity 
has been generated. 

The return on equity for the project is 
shown to be 15 percent in the first year rising 
to mi astounding 57.83 per cent by 2016 - 
an average of more than 40 per ccnL The 
government policy has fixed a return on 
equity of!6pcr cent As the capital recovery 
charge is fixed for the entire duration of the 
Power Purchase Agreement the 16 per cent 

Tabu 5: Lorn to MSEB due to Power 

Pukchase mem Emkm (1994 as Base) 

hem Cost per Cos for 

Uait(Rs) C ommitted 
Amount 
(Rs Crate) 


Eaton power ac bus bar 
(97-91 price) 

2.40 

11*2.7 

Enron power m bus bar 
(94-95 price) 

205 

U0S.I 

T aad D Lome* 

0.40 

197.1 

Wheeling and 

distribution 

051 

251.3 

Cost at consume cad 

3.16 

1320 

Cutrem tariff (9w95) 

1.74 

727.1 

Lam to MSEB £ 

1.42 

592.9 


AfcSr; 4928 minimi nails am assumed to he taken 
off by MSEB - 90 per cem of 625 MW 
hasr toad. The losses will he mm higher if 
peaking load eoms are also iadudad. 


rate of return should be computed as an 
avenge rate bf nm for the entire period 
and not a rate of return of 16 per cent for 
the first year alone. The government should 
explain why such a violation of policy has 
been accepted for this project. Or is it tbe 
government's contention that tbe rale of 
return on equity is only to be computed for 
tbe first year of project commissioning? 

The other important fact that has been now 
revealed is the government hype about a 


super efficient Enron sad He ccmmlh—tR 
for a 90 per cent PLF. Various critip* had 
pointed out that a 90 per cent offtake is 
r ’ highly advantageous to Enron as the load 
factor in Maharashtra is only about 61 per 
cent. It now appears that while MSEB is 
guaranteeing 90 per cent offtake, Enron’s 
commitments are far less stringent The 90 
per cent guarantee is computed on the 625 
MW base load portion of the plant As Boron 
is also installing an additional peaking 


Table 4: Cost to MSEB, 1997-2016 (1997 as Base) 
(Ra/Kwh) 


Yem 

Fixed Cost 

Energy Cost 

Total Cost 

Cost to MSEB 

1997 

1.11 

1.37 

2.48 

3.37 

199* 

1.17 

1.43 

160 

3.54 

1999 

1.23 

1.48 

2.72 

3.71 

2000 

130 

1.54 

2.84 

3.89 

2001 

1.37 

1.61 

2.9* 

4.08 

2002 

1.44 

1.67 

3.12 

4.2* 

2003 

1.53 

1.74 

3.26 

4.50 
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1.61 

1.81 

3.42 

4.72 

2005 

1.70 

1.88 

339 

4.96 

2006 

1.80 

1.96 

3.76 

5.21 

2007 

1.91 

104 

3.95 

5.47 

KOI 

102 

112 

4.14 

5.76 

2009 

2.15 

121 

4.35 

6.05 

2010 

12* 

130 

4.57 

6.37 

2011 

142 

2.39 

4.81 

6.71 

2012 

237 

2.49 

5.06 

7.06 

2013 

2.73 

2.59 

5.32 

7.44 

2014 

2.91 

2.69 

5.60 

7.14 

2015 

3.10 

2.80 

5.90 

*.27 

2016 

3 JO 

2.91 

6.22 

8.72 


Nett: Cost to MSEB includes 


(slTomsmumoa and dimibutioa cost at 031 p*jse pirunit mewming annually by 6 per cent. 

(b) Tran* m ission and diatributioH losses at 1*5 1 per cent. 

(c) Indian aad US inflation rates as per Table 3. 

(d) Riel cost lacreaae of 4 per cent per aneu ra. 

(e) Foceiga Exchange variation not conside red. 


Tabu 6: Gross Outeujws mm Fuel Costs am> Dividend 

(Rscwrt) 


Yem 

Fuel 

Outflow 

OaadM 

Outflow 

Dividend 

Outflow 

Dividend 

PerCent 

Total 

Outflow 
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42 
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15 
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44 
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51 
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43 
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53 

376 

41 

1154 
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55 
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37 

1152 

2005 

892 

58 

334 

36 

1184 

2006 

928 

60 

381 

41 

1369 

2007 

965 

62 

394 

43 

1.421 

2008 

1.004 

65 

407 

44 

1.476 

2009 

1.044 

67 

421 

45 

1333 

2010 

1,086 

70 
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47 

1391 

2011 

1,129 

9 73 

450 

49 

1.652 
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76 

466 
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2013 
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79 
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2014 
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82 
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■321 

15 
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56 

1321 
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Total 
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ityof70MW, any shortfall on the base 
tfentcanbeemffymadegoodby running 
Mill on*] gu turbine kept for peaking 
>ee*. The operating coat for the peaking 
will be iliitie higher than the operating 
of the base load plant but still well 
v the Rx 2.40 per unit that MSEB ha* 
y. Ax there ia alxo a built in cushion 
ter cent margin on plant capacity, the 
intecd 90 per cent PLF on Enron‘span 
latex into an actual commitment of only 
:r cent PLF - a figure that ix on par 
(he availability of Indian coal-based 
t. And it ix well known that coal-haxed 
s have much lower availability than 
axed plants. It may alxo he noted that 
iditional margin available (7 per cent) 
slant beyond what hax been conxidered 
uunerciai purposes makes it possible 
nron to claim bonus even beyond 100 
cm plant availability. 

; one-sided guarantees being ex tended 
ron are another source of w<irry in the 
act. While there are clear obligation* 
SEB and Maharashtra government with 
idant penalties, there are no 
(ponding obligations for Enron. Enron, 
nd Bechtel arc all operating through 
lited liability shell companies located 
luritiu*. The term unlimited liability 
means (hat in case Enron defaults, the 
ccnurse the government and the lenders 
ave will be from the assetsof the power 
While the foreign lenders have hcen 
guarantees by the government. Indian 
rx such ax IDBI have nosuch guarantees 
jax alxo extended guarantees to EXIM 
of US for the credit that EXIM Bank 
ending to Enron. All the financial and 
ant risks are being taken by MSEB. 
rashtra government and the Indian 
rial institutions white the ownership 
with Enron. Thixdcspitc Enron bringing 
tually peanut* for the project - a 
!ous Rs 30 cron:. 

recent Budget has exempted foreign 
.orowned projects trom customs duty, 
from penalising further ihc Indian 
.1 goods sector, it is not clear whether 
;nefit would he passed on to MSEB 
ms of reduced power tariff. The 
nents arc rattier ambiguous on this 
as they show that not all die duty and 
emptionx will he passed on to MSEB. 
PPA terms do not lend to a passing 
this amount through reduced tariffs, 
ment should not accept this proposal 
Budget as it will lead to a further gain 
sxihly Rs 200 crore to Enron. And 
j will have to pa^ an average return 
per cent on the equity portion of this 
J crore also. 

contours of Enron’s l)halx>l proicet 
coming dearer. The government of 
rashtra and the union government are 
derwrite all the risks of the project. 
Jc an average return of over 40 per 


com, fsarantse a 90 par cent offtake by 
shutting down theirmudb cheaper generation 
and provide various ofher facilities under 
threat of penalties. Enron will bring in Rx 30 
crore, own the plant and have very little 
liabilities. If it reneges, the axxetx that may 
be available at that time is ail Enron is 
accountable for. For this dubious privilege, 
MSEB will have to shell out about Rx l ,200 
crore in the first yew of its operation, this 
cost rising every yew by 4 per cent on capital 
servicing account, inflation, foreign ex¬ 
change rate variation and increased fuel costs. 

Hie Dhabol project is going to be an 
albatross round the neck of the people of 
Maharashtra. There is no way that such a 
contract can he operated without bankrupting 
the state. The amount that MSEB will have 
to pay Enron in the first ye w of its operations 
is about Rs 1.200 crore. If we take the 
average price that MSEB realises from the 
customer and deduct (be tnnsmisiuan losses, 
distribution costs and wheeling charges. 
MSEB will suffer a loss of about Rs 600 
crore in the first year of operations akmc. 
And a* the tariff is hack loaded, the losses 
will continue to mount over time unless the 


consumers’ tariff* are raised dramatically. 
There are some indications that MSEB ia 
already working towards this and sharp 
increases in tariffs are in the ofTmg even after 
the steep riae that has already been effected 
last yew. Clearly, if the second phase of 
Enron also goes through, the people of 
Maharashtra will pay a very heavy price 
indeed for their power. 

Wc do not believe that this deal struck 
behind the hack of Ibc people in Maharashtra 
can be salvaged without a heavy drain on 
the resources of Mahwaxhtn and the nation. 
The only solution lies in terminating this 
deal and taking over the existing assets of 
Dbabol Power Corporation. Whatever 
tcrminstxxt charges are involved, they would 

be much smaller than the losses that MSEB 
will incur even in the first year of iu 
operations. The second phase should he 
scrapped immediately. With the take over 
of Dhabol Power Corporation, the project 
can be restructured to be a peaking duty 
station rather dun a base load one. If imported 
diesel ix to be the feed slock, it ix preferable 
to use it for peaking duty rather than for 
base load purposes. 
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Pakistan-India Relations 
Changing Perceptions 

Sumanbi Bunnerji 


The press coverage in India and Pakistan of Indo-Pak Peoples ’ 
Conference reveals biased yel changing perceptions of the opinion-makers 
of the countries. 


NEWSPAPERS in both Pakistan and India 
followed distinctive patterns in iheir 
respective rcspi wue x to the I ndo- Pak ftoplcs ’ 
Conference in Delhi. A survey of the news 
reports, editorials, commentaries a\ ail.ihle 
till now - covering a period spanning the 
on-thc-cve preparations, the conference ttsell. 
and its later impact - indicates certain 
interesting trends in the functioning of the 
press in the two countries. 

Inisas Pw-.ss 

Alter ignoring for months the press 
hriefmgs and pres.- haml-outs released 
regularly by die Press and 1 jaisnrt CoihniilKc 
|of the Pakisian-lndu People’s Forum for 
Peace and Democracy (Forum hereinafter) 
which organised the Delhi conference) on 
the prcparulhats tor the conference, the Indian 
press finally woke up to the event only alter 
the foreign media began to cover it It may 
be recalled that in November last year vriten 
following a meeting in Delhi. Mubashir 
Hasan representing the Pakistan non-official 
side, and Nirtnal Mukciji representing his 


Indian counterpart, released a copy of fee 
Delhi Declaration (an important document 
which together with the I -shore Declaration 
of September 1994 formed (he major basis 
of the February 1995 Delhi Conference) at 
a press conference, few among the 
newspapers who altended ft. cared to carer 
ihc event in their newspapers 
This initial indifference followed the same 
pattern which we have observed in the past 
in its response to reports by non-official 
Indian human rights groups exposing 
atrocities by security forces m Kashmir. 
After ignoring such reports - or even taking 
a hostile stance towards these group*-Indian. 
newspapers later tumped on to the 
international media bandwagon only after 
foreign! vganisaljonscxposed such atrocities 
hroughi them to world attention In the reveal 
cascot the Pakistan-htdtapeople-uvpeoplc 
meet also, the initial tendency of the Indian 
journalists to underestimate fee efforts of 
non -official group* omx again indicates their 
failure to recognise the new* value of anon- 
govcmmcntal attempt to influence official 




policies in both India and Pakistan toward* 
■ aolutico of major problem* that effect 
Pakistan-India relation*. One hope* that the 
owner* of the Indian newspaper* and their 
editor* (who are expected to a**ert their 
independent judgment in the coverage of 
new*) take ieaaoox from their recent lap res 
and leant to decipher future poiaibilitie* in 

effcartxHke the painstaking preparations made 

by both Indian and Pakistani group* of 
concerned citizen* since their first meet in 
Lahore in September 1994, followed by the 
Delhi meet in November that year, and 
culminating in the biggeat-ever conference 
of non-official Indian and Pakistani group* 
and individual* in Delhi on February 24 and 
25. 1995. 

It should however be acknowledged that 
the Indian pteaa made amend* by extensive 
coverage of our conference during the two 
days - by reporting the debate* in the open 
sessions, interviewing delegates from 
Pakistan, carrying editorials, and special 
article on Indo-Pak relations in the context 
of the conference. Among those interviewed 
from the Pakstaniddcgahonj were, Muhashir 
Hasan (Pioneer. March 1.1995). IA Rchman 
(The Times of India, February 25. 1995). 
Justice Dorab Patel (National Herald, 
February 25,1995) and Abid Hasan Minto 
(The Times cf India. February 25. 1995). 

Theeditorials by and large strike a positive 
note. The Tunes cf India of February 28, 
1995carried an editorial entitled ‘On Talking 
Terms', which welcomed the outcome of the 
conference by stating. “In a situation where 
interaction at the diplomatic level has all but 
broken down, exercises like the recently 
concluded India-Pakistan pcople-to-pcoplc 
dialogue will serve in some small measure 
to keep channels of communication open". 
It added: ‘'While it is too early to expect any 
concrete results from the dialogues, hopes 
that the governments of both countries will 
beed some of the suggestions made would 
not be misplaced”. The Pioneer editorial of 
February 27, felt: “...for whatever they are 
worth, the conclusions of the New Delhi 
session can be safely deemed to he the 
mandate of the peoples of the two countries”. 
The Mainstream editorial of March 4. 
referring to “enthusiasm generated by the 
two-day Indian-Pakisan People's 
Convention”, said: “...one may venture to 
say that while at the official level the 
governments of the twocountries have been 
drifting to an eychal)-to-cycha!l acrimony, 
the popular mood is veering round towards 
a relationship of friendly neighbourhood”. 

Incidentally, when the conference was on. 
a section of die Indian pres* projected it as 
being held under the “blessings from South 
block" (The Hindu, February 25,1995). and 
quoted the foreign secretary K Srinivasan 
claiming the conference to be “track two 
diplomacy". This was a malicious attempt 
made by the gov e rnment to hijack the success 


of the conference. Stare such an official 
claim could have had placed dekg ate* frpm 
Pakistan in a difficult position (they were 
already being denoonced as 'Lndiaq agents' 
by sections of the Pak media and political 
circles), the Forum immediately issued a 
press statement dismissing tbeofficial claim 
as “misleading and false”. Needless to say, 
the Indian national pre as ignored the rebuttal 

The Indian newspaper* also highlighted 
what bad appeared in the Pakistan press 
before and during the De&i conference. 
Under a four cdumn beading Pakistan media 
assails dialogue*. The Times of India of 
February 27 quoted Pakistan newspaper* 
UkeNation, and The News, which feared that 
such a dialogue would hurt their country’s 
foreign interests and warned the Pakistan 
delegate* against attending the conference. 

Pakistani Pass 

If we turn to the reactions o f the Pakistan 
press, one observes a distinct change in the 
tone of the newspapers from the pre¬ 
conference days. Erudier. on the eve of the 
Pakistani delegates' depaituiu for Delhi to 
attend the conference, a virtual tirade was 
unleashed against them and their hosts in 
Delhi by the Foreign Office, the Jamaat-e- 
Ixlami politicians and even tlbe Newspaper 
Editors' Council (whichurgedthejournalist 
members of tbe delegation not to go to India 
(TheNews, February 22,1995). The Pakistan 
newspapers highlighted these views and fears 
which ranged from denounci ng the Pakistan 
delegates as agents of RA’W (alleged by 
prominent Kashmiri leaders of Pakistan 
(Pakistan Times. February V.2. 1995) to tbe 
apprehension that such a viral would be ill- 
timely and send the wrong s ignals (Foreign 
Office statement - The New s, February 22. 
1995). The common argument voiced by 


aft the critics was that the pailioipiitiee Cf 
thaPakltand okgato* inftcD sl h i con fe rence 
would go to the advantageofladia because 
it helped to detract international attention 
from -happenings in Kashmir. The Muslim 
of February 22, in an editorial entitled. The 
pitfalls of Track-2 1 , expressed this mood 
when it referred to the presence of many 
inexperienced “totally green’’ members in 
tbe Pakistan delegation, and said: “It can be 
quite damaging. ...Whatever our unofficial 
diplomats- the hardened one* as well as the 
greens - say in India will immediately be 
in public eyes. They may have thus taken 
on something they cannot handle.” It then 
added: “If irk* any way compromise* Pakis¬ 
tan’* stand on Kashmir, itmay bequits harm¬ 
ful." Two days later, the Pakistan Foreign 
Office cameout with the suiomcnt repeating 
the same sentiment: ”.. .die timing of the meet¬ 
ing was not proper as it was being held when 
Kashmiris were being brutalised in India 
held Kashmir. This will be used by the host 
country for its image-building and pro¬ 
paganda.” (The News. February 24. 1995). 

But even in the midst of this spurt of media 
and official indignation on the eve of the 
conference. The News came out with an 
editorial entitled ‘Let the 0-100 be’ on 
February 23. where it described the 
apprehensions as “exaggerated" since tbe 
members of the delegation were famous 
intellectuals, former bureaucrats and 
responsible people and it would be “absurd 
to think that they would go to Indiu to do 
something so irresponsible that it would bun 
the interests of the Kashmiris or damage 
national interest." It concluded with the 
words: "An even bigger reason why the 
group should be spared unfair criticism is 
that its journey is actuated by tbe noble 
desire to sec peace prevail in the subcontinent. 
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For the hardened potitieian*. bureaucrata 
and (be soldiers on both side* of the border, 
this may be an idle hope, a lost cause, and 
a failure foretold. But for lbe teeming rail lioox 
in the two countries whose future has gone 
to the dog* of war, this represents a worthy 
attempt to change their lives for the better.' 1 

From February 27 onwards (i e, after the 
end of the Delhi conference) the Pakistan 
press displayed a change towards a more 
positive note. In an editorial entitled, A 
S arte. Message', The Frontier Post (February 
27, 1995) felt that the Foreign Office 
apprehensions “seem to have been without 
cause”, and dismissed reservations expressed 
by others as "factually incorrect”. Itpointed 
out in this connection that it was not the 
Indian government - as held by some critics 
- that had hosted the convention and paid 
ihe air fare of Pakistani participants, but the 
non-official Pakistan-India Peoples' Forum 
for Peace and Democracy, which sponsored 
the convention in Delhi and that the Pakistani 
participants paid their own air fare. It added: 
"...dialogue and interaction between the 
peoples of the two countries should not be 
seen as a hindrance. It can only help”. The 
Dawn, which had earlier highlighted anti- 
convention views carried an article by 
Askari (who attended th<; Delhi meet) in its 
March 1 issue, which gave u st>beranalysis 
it would be presumptuous for the parti¬ 
cipants of the convention to belie vethat they 
were able to accomplish a great deal. 
However, the participantscouidtiaim. with 
a sense of satisfaction that (hey took a 
crucial first step and succeeded in opening 
up an avenue of bilateral dialogue which 
had been left unexplored.” 

On February 27. Pakistan Times carried 
in interesting news quoting the JKLF 
.hairman. Amanullah Khan, who welcomed 
ho convention and supported almost all the 
5 recommendations adopted by the 
(invention. Another intcrestingsidelighton 
’akistani thinking was provided by adelcgatc 
ingadier (retd) A R Siddiqi. who sent a 
fcspatch from Delhi to The Nation describing 
iis reactions to Sbyam Senegal's film 
foanmo which waa shown at the inauguration 
f the conference. The Nation published it 
n March 2. 1995. While describing the 
inference aa a “worthwhile exercise”, be 
owever took exception to the filmmaker's 
"ernpt to ‘over-capitalisc on theme of 
xiigenous roots in terms of the incident of 
irth’. which he felt struck at the “very 
ncept and reality of partition'', in the present 
niext of Indo-Pak relations. Referring to 
ic pre-partition India-horn Mehmood 
cgum's nostalgia for her home country, as 
ejected in the film, he fehthatit "reflected 
'flatteringly on Pakistanis seeking refuge 
ith their relative* in India". He concluded 
* article with the following advice far his 
*lian hosts: “The one important thing for 
» Indian friends to bear in mind and 


scrupulously observe is tocscbcw their strong 
unfortunate urge to achieve too much too 
soon. The physical divide between the two 
countries is inviolable and permanent. Our 
borders are as sactosont (sic) as those between 
any other two independent and sovereign 
countries", and added the warning, "Much 
as one would like to support anlndia-Pakistan 
peace process, it is difficult to subscribe to 
the Indian impatience in pushing it too bard 
before even getting it under way. This, 
combined with Pakistan hypersensitivity 
in regard to India’s pernicious mindset about 
Pakistan's ‘raison d'etre', more often than 
not. tends to devalue, if not completely 
undermine any such exercise”. 

Clearly. in the post -conference period, the 
Pakistani media and cotrunetUalots appeared 
to move from the calicr suspicious attitude 
bordering on hostility, towards a variety of 
views that ranged from cautious optimism 
and friendly warnings to sympathetic report¬ 
ing of the two-day conference and editorials 
and commentaries on s positive note. 

Most of the newspapers gave faithful 
reports of the daily proceedings of the 
conference, highlighting in particular the 
viewsexpressed on the Kashmir issue. While 
The News (February 25. 1995) carried its 
report under the three-column headline. 
'Delegates at Delhi convention seek peaccf ul 
Kashmir solution'. The Pakistan Observer 
of the same date entitled its report as ‘Indo- 
Pak peace makers rap HR violations in 
Valley’. Covering the concluding session. 
The News report (February 26„1995) chose. 
the headline. Delhi convention for people 
based Kashmir solution’. Obviously, the 
Kashmir issue was the top-most in the 
perception of the Pakistan journalists who 
covered the conference. 

But. sonic of (he Pakistani commentators 
went beyond (he specificities of the Kashm ir 
issue ami discovered a new turning-point in 
the Delhi conference in attempts at 
normalising relations between India and 
Pakistan. In The News of February 28 for 
instance, inayatullah made several important 
observations which are worth quoting at 
length. Explaining the reasons for welcoming 
the Delhi convention, be said. “Given the 
rigidity and inflexibility in ritualistic 
negotiations between the two governments, 
which so far have not yielded any peace 
dividend, the dialogue may open up new 
channels of communications leading to 
peaceful co-existence between the two 
countries, and contribute to the reduction of 
seme of insecurity of 12 crore Muslims of 
India whom Pakistanis owe a special debt 
of gratitude for suffering the consequences 
of the creation of Pakistan.'' He then 
explained the relevance of the conference 
fee hitown countrymen: “ ..Pakistani dtiaet* 
have greater need to participate in such 
dialogues than their Indian counterparts. 
Indo-Pak conflicts are disproportionately 


more costly to them and their co-religionists 
in India”. Turning to die Indian Muslims 
again, he added. “The partition of India and 
the creation ot Pakistan did not end the 
conflict between the Hindus sod Muslims 
as the founder of Pakistan had hoped. W ithin 
India, Hindu-Muslim communal conflict 
persisted. Partition tilted Use htlance of power 
in favour of the Hindu*, who became 
numerically kill) larger and controlled the 
Indian state. It weakened the economically 
more impoverished Muslims who became 
numerically smaller and lacked access to 
state...". And. then he nailed both bis 
government and the Indian counterpart: 
“...both Indian and Pakistani rulers and vested 
interests that dominate the two slates arc 
incapable of adopting a critical perspective 
on vital issues and exploring new solutions 
and adopting new approaches. Tbcirfreedom 
is also limited, even if they wish to pursue 
alternative routines, by the hypnotic effect 
of theirown rhetoric, by forcesof revivalism 
in both the countries . “. Inayatullah * 
concluding remarks reflect succinctly the 
same hopes and concerns that the member* 
of the Forum,share: ”... the road to peace 
between the two countries is not through the 
capitals of (he two countries, that is the 
political and state machinery, but through 
the people-to-peopk dialogue which the two 
slates understandably do not want to 
encourage but fortunately are unable to 
control” 

I -Cl us add a footnote to this account of 
press reactions to the Delhi conference in 
hoth India and Pakistan. While the Indian 
mainstream press highlighted the hostile 
Pakistani official and political opinions that 
were displayed in the Pakistan press on the 
c ve of the Delhi conference, curiously enough 
none of (he major Indian newspapers till 
today has cared to quote ‘rom the positive 
editorials and ct mmenUiies that have bees 
carried by Pakistani newspapers at the end 
of the Delhi conference. 

By failing to take account of the ebangmg 
attitude towards the Delhi conference among 
the Pakistani public, as reflected in tbeir 
newspapers, the Indian press continues to 
allow its readers to remain stuck with the 
earlier impression of an anti-Indian Pakistan 
stereotype that it created by highlighting 
only those Pakistani press reports which 
quoted the bcUigcrenucactieos of the Fcretgn 
Ministry and ismsat-c-1*latm. While 
welcoming Ihe Indian media's belated 
recognition of the importance of the two- 
day Pakistan-Iadia people-to-people 
dialogue in Delhi, we fear that the Indian 
press alter its fairly extensive coverage of 
the conference and sympathetic editorials - 
is again relapsing into its conventional rok 
of ignoring the alternative voters of sanity. 
reason and friendly aspirations that appear 
to have gained support tn Pakistan fottowmg 
the Delhi conference 



Custodial Death and Police Firing 
A Tkle of TVvo Cities 

A death of a youngster in a police assault in Delhi brings to fore the 
prejudiced approach of the law-enforcing agencies towards the urban 
underprivileged. _ 


EIGHTEEN-year-old Dilip had come to 
Delhi from Allahabad to see the republic day 
celebratioiu in January thin year. He wax 
staying with some relatives in .Shaheed 
Sukhdev Nagar. a jhuggi-jhompri (JJ) cluster 
adjoining 'D' block of Ashok Vihar in north- 
west Delhi. On the morning of January 30. 
Dilip was beaten, lucked and forced to run 
around and squat by constables of Delhi 
police. Dilip collapsed and died on the spot. 
At around 9.30 a m, the police returned with 
heavy reinforcements and attempted to 
remove the body. Angry residents of the 
baxti refused to let the body be removed until 
a political leader or senior official arrived. 
By the time the ACP (north-west) arrived, 
the atmosphere was tense. As the police 
continued trying to remove die body, the 
residents began pelting stones. The police 
opened fire. Three people died in the firing. 
Anotherperson died later because ol injuries 
sustained in the firing. Among the injured 
was a woman w|ri had given birth to a child 
a month ago. A bullet hit her inside her 
home. The police dragged out people and 
broke down doors. A total of 123 people 
were arrested and taken to the Ashok Vihar 
police xtatiion. Many of them had just 
returned from their shift duties at the nearby 
Wazirpurindustria! area. Seventeen injured 
residents were admitted to Hindu Kao 
hospital. Seven were discharged on the same 
day. One perxon died on February 2. Ten 
day* later seven people were still in hospital. 
The injured policemen, on the other hand, 
were admitted to a private hospital in Ashok 
Vihar. 

Alibi k* Crime 

A case of causing death due to rash and 
negligent action (emphasis added} under 
Section 304(a) IPC was lodged against the 
constable involved in the killing of Dilip. 
The 123 people arrested have been released 
on bail. The government announced an 
interim relief of Rs 20X100 to Dilip's family. 
A sum of Rs 10.000 ha* been granted to the 
families of each of the other three persons 
killed in the firing, and Rs 2,000 to each of 
the seven persons who were grievously 
injured in thfe Bring. An SDM inquiry has 
been ordered into the death of Dilip. An 
inquiry baa also been ordered into the entire 
incident. The special executive magistrate. 


S P Aggarwal. is due to submit the report 
of this inquiry to the lieutenant governor. 
Despite protest and public demand, a judicial 
Inquiry was not ordered. 

The additional commissioner of police 
(northern range) P S Brar in an interview 
to the prexx reiterated the position taken by 
senior police officials we spoke to at the 
Ashok Viharpolicestation. He defended the 
firing as an “inevitable" and necessary 
intervention in a conflict between the 
"haves"(thcrcsidcntsof Ashok Vihar) and 
the ‘have-nots" (the jhuggi-dwcllers). 
“Sooner or later this clash had to happen'', 
said he). According tohim the police fired 
to prevent the jhuggi-dwellers from 
attacking and looting the residents of 
Ashok Vihar 

This argument rests on die fact Hint there 
was tension between the residents ol Ashok 
Vihar and Shaheed Sukhdev Nagar. which 
crystallised around the use of the park 
separating the two colonies. The park had 
hecn developed by the Delhi Development 
Authorities (DDA) for the residents of 
Ashok Vihar. The latter resented not only 
thut the JJ dwellers used this park for 
purposes of defecation, but also that they 
used it for easy access into Ashok Vihar. 
The residents welfare association of Ashok 
Vihar filed a petition in the Delhi High 
Court, and the court then ordered the park 
to be walled and guarded against use by 
the JJ dwellers. 

Tension over the use of the park still does 
not explain, however, why a boy had to be 
beaten to death for venturing into the park. 
Further, residents of Ashok Vihar themselves 
admitted that the JJ dwellers werq not intent 
on looting Ashok Vihar. While some 
windows may have heen broken in the 
stoning, there was ne verany attempt to loot. 
The humiliating torture andmunferof Dilip, 
and the indiscriminate firing by the police 
on the morning of January 30 in which four 
others died, were not inevitable. These events 
demonstrate the arbitrary and ruthless power 
of the police to bumble those who question 
this very power. > 

The police story attempts to shift the focus 
from die custodial death to tension between 
two groups of people. Their argument is 
roughly as follows: Slums have grown.in 
Delhi; it is not possible to provide amenities 
to slum dwellers: therefore, tension* are 


inevitable; and the police who eta q&f 
responsible for atttth a situation are forced 
to intervene to preserve law and ante. This 
it an untenable position: the stoning was 
directed not at Asbok Vihar but at the police, 
in anger and protest against Dilip's death 
and the police’s subsequent handling of the 
situation. The emphasis of the police on 
social tension i* only a strategy to deflect 
attention from the custodial death for which 
they are responsible. 

Lacunar m PI-annino 

Government agencies frequently explain 
social tension in the city as a result of the 
growth of the city, and therefore, contests 
over access to limited civic amenities. It is 
true that the city has grown enormously. 
According to the IV91 Census, the population 
of Delhi was 94.21 lakh. The density of 
population is 6.352 persons per square 
kilometre, which is the highest in the country. 
About half of this population lives in 
substandard living areas: in notified slum 
areas. IJ clusters. JJ rcscttlemcfu colonies, 
and slum rehabilitation colonies. Such 
conditions arc indicative of (he inequitable 
distribution of resources, because the 
overwhelming hulk ofcivic infrastructure is 
now available for the other half of the city's 
populuiion.Thedcccnnialpopulation growth 
rate between 1980-81 and 1990-91 was 51.45 
per ccnL This growth has taken place both 
in jhuggi clusters (Table 1) and in other 
colonies. The growth rate injhuggix however 
is about eight times the overall growth rate 
of the city. 

Given these statistics, it is obvious that 
the slum segment of Delhi’s population is 
growing the most. The growth of jhuggis 
from 1977 to 1986 is indicative of the large 
influx of construction labour into the city 
during the construction boom around 
Asiad '82am}after.In 1987.asurvey which 
covered literacy levels, occupation patterns 
and monthly income levels (Table 2) revealed 
that only 1.18 per cent of household* bad 
any savings. Another estimate of income 
levels can be derived from the minimum 
wages determined by the Delhi government. 
The current minimum wages per month for 
skilled worker* is Rs 1.919 and for unskilled 
workers Rs 1,495. It i* obvious (hat the cost 
of housing and accommodation is external 
to the calculation of these wages. Further, 
the government agencies themselves admit 
their poweriessnes* to enforce even these 
minimum wages. Many factories and small 
scale production units operating in Delhi 
work entirely outside the gamut of the law 
and the minimal safeguards h provide*. Ii 
is not the simple fact of migration then, but 
income levels which decide where it 
newcomer to the city is to live (emphaxi* 
added). 



Tabu* 1: JmmcBS at Dame 1951-94 



Source: Slum Wing. Delhi Administration. 

The Wazirpur industrial area belongs to 
(he category of light in<Ju>«tiial estates 
under (he Delhi master plan, in whit.li 
only group I industries are permitted, 
ie (a) cotton, wool, silk and synthetic 
fibres, textile products, and (hi tuinituic. 
fixtures, other wood and paper ptoduets 
It is estimated (hat over 80 per cent of the 
factoricsopcruiingintlicaicadonoi belong 
to the permitted category, and .ire 
unauthorised -mostly units inanulacturing 
steel utensils, and some electronic* 
components. 

The nature of industrial growth has beer, 
such that plots allocated for a certain iiuuiIki 
of factories have Ikcii rebuilt many limes 
oyer and house far more than the permitted 
number of industrial units, which means 
that the number of workers in the industrial 
area is much higher than envisaged in the 
master plan. The infrastructure ol the 
industrial area - electricity, water supply and 
drainage - is stretched to the limit. Sewers 
from the factories which are normally meant 
to open out at Arad pur. are perpetually 
choked. Wastes arc sometimes disgorged on 
the land nearby. This is the place where most 
of the labour working in the Wazirpur 
industrial area lives. Chandrashckhar Azad 
colony. Udham Singh park, and Shahecd 
Sukhdev nagar (where the firing took place) 
are three jhuggi dusters which provide labour 
for Wazirpur. 

Not only are the residents’ wages 
inadequate to get them accommodation 
anywhere else, there is no living area 
envisioned at alt for workers in Delhi's 
industries even in the master plsn. Thus, the 
residents of Shahecd Sukhdev nagar are 
trapped in a situation where more than a 


right to bjsic amenities the question is 
where they arc expected to live. The 
problem is therefore not one of population 
growth and ihc inability of the govemmeut 
to cope. The lack ot accommodation in the 
planning process for Delhi's industrial 
iahour res cals certain fundamental ps.hlicai 
biases because the development piocess 
itself favours certain sections ol society 
over others 

So. whether they work as labour in 
I K iln's industries, orclsewhcre. the section 
‘>t llie population living ncjr. al or below 
die minimum wage level, ends up in II 
clusters on public Ijnd owned by various 
government agencies. And both the rising 
cosi ot transport within the city, and long 
working houi< lorcethc labour to live right 
next to their lactones. In the Wazirpur 
industtial area, tor instance. Shahecd 
Sukhdev nagar and Chandrashckhar A/ad 
colony havecome upon land which he Kings 
to the rail ways, which makes die JJ dwellers 
encroachers on public land. So breaking 
the law becomes a pre-condition tor their 
.survival in the city. 


Law* if Civk* Amp mvs 

It is in this context that JJ clusters kept 
growing in the city, mainly around 
industrial areas and construction sites Up 
to 1976. government policy on squatter 
settlements emphasised the relocation of 
these families by giving them grants of 
land. The size ot tire majority of plots was 
21 square metrys. Between 1961 and 1976. 
2 4 lakh families were given plots <utJ 
resettled in 46 iJ resettlement colonies 
all around the borders of the city 
- iahangirpuri. Mongotpuri. DuWshmpun 
and Sccmapuri. and soon. By 197”. only 
ab<rut 20,000 families were left in JJclusters 
m Delhi. Resistance to fi iruble resettlement 
during the Kmergency (again because of 
tlie cost of transport and long working 
hours) brought about a change in the 
government's policy, Between 1980 and 
1985. the emphasis shifted to improving 
and upgrading existing squatter scttlcme r ( U 
by providing basic c ivic amenities to them, 
with the consent of die landowning agency 
Around 1987. the F.IU scheme (environ¬ 
mental improvement of it clusters) wax 
introduced. The scheme was meant fc* 
those area* Where the landowning agency 
wa< not prepared to give up its claims to 
the land. The unfavourable attitude of (he 
landowning agency means that even 
fewer amenities car. be provided to these 
clusters.’ 

Shahecd Suki lev nagar is one such 
colony Here the railway ministry is averse 
to any permanent construction coming up 
on it- land InlTzsiniuorc inside the Wti 
is therefore minimal There art primary 
schools in the Wazirpur inJes-tnal are*, 
and a government school in Asbok Vihar. 
which the chilJrcn la® the basti attend. 
The ncarcsi d|spen»a: ics an I hospitals are 
in Azadpur and As^-'k Vih.r A fair price 
shop is in Ashok Viha: Cramped living 
conditions .nsidc the bash are not only 
unhvcirnic. l>ul also unsafe Fires are 
frequent On February 14. this vent, for 
instance. 12 rhuggis were gutted and one 
voung gtri died 

As unau'hotiscJ settlers on government 
land. however. .IJ dwellers have Hide control 
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over the facilities given to them. It is up to 
the Squatter Upgradatkm and Resentment 
(SUR)department to decide which of its 
schemes will apply to a given cluster. The 
provision of infrastructure by the Slum Wing 
is decided by both the availability of funds 
and the attitude of the landowning agency. 
Meanwhile, since the emphasis of 
government policy has now shifted, to 
"environmenial improvement” rather than 
relocation, the JJ dwellers of-a cluster are 
caught in a cleft-stick, where neither the 
provisionof adequate facilities nor relocation 
is possible. 

The slum wing provides one tap for every 
100 jhuggis, and one toilet seat for every 
25 jhuggis. It admits that one toilet scat 
ought to be provided for every 7 jhuggis. 
However, inShahced Sukhdev Nagar there 
are no toilets for 5.000 families. The slum 
wing cites a combination of lack of space 
and the reluctance of the railways as the 
cause. The nearest latrine complex is in the 
JJ cluster near the Tool Room Training 
Centre in Wazirpur. which has 60 toilet 
scats. A tion-govcrnmental organisation. 
Sulabh. provides three complexes for the 
entire area, and also charges bast i-dwe llers 
for the use of its facilities. The jhuggi- 
dwellers are thus not only economically 
underprivileged, they are also provided the 
barest minimum of civic amenities, and 
that too. not as a right. Their living 
conditions constantly declare and reinforce 
their underprivileged status. This is ihe 
real failure on the part of the state - failure 
to provide the basic living wage, 
compounded by failure to provide 
infrastructure. 

Since the facilities available inside the 
basti arc thus utterly inadequate, the jhuggi- 
dwellers simply found it more convenient 
to use the nearby park for defecation. And 
since ration shop, schools and hospital are 
in Ashok Vihar. they also use the park as 
thoroughfare for easy access into Ashok 
Vihar. rather than go around the park, a 
route longer by about two km. Therefore 
they resisted any attempt by the residents 
of Ashok Vihar to have a boundary wall 
put up around the park, which would bar 
them from an entry into Asbok Vihar. 


Jaundiced Inquiry 


Ashok Vihar and Sbahced Sukhdev«agar 
are separated by a park (more than a 
kilometre long, roughly 100 yards wide), 
running along a railway line. On one side 
of the park, lies *D' Block of Ashok Vihar. 
and on the other aide of the railway line, 
the JJ cluster The park was developed 
more than eight years ago by the DDA for 
the residents of Asbok Vihar. As Shahcec) 
Sukhdev nagar grew,, the minimjU 
' i , infrastructure proved so totally inadequate 
sf* that the residents of the basti began using 
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the park for defecation.'In 1990, the 
residents welfare association of Asbok 
Vihar filed a writ petition in the Delhi High 
Court (CW 531 190) relating to the upkeep 
and development of the park. They stated 
that they were prepared to look after and 
construct a boundary wall around the park 
to pie vent it from becoming “an open public 
toilet”. What the court was also denying 
was the right of the jhuggi-dwcllcrs to go 
through the park into the colony, to schools, 
ration shop and hospital. When the DDA 
stated that it was facing opposition from 
the residents of the basti, the court directed 
the SHO of the local police station to render 
all possible assistance to the DDA and its 
contractor ii mphasis added). 

The police were thus directed to ensure 
not only that the DDA was not prevented 
from raising a six-foot wall ("with adequate 
protection on top like emlicddcd broken 
glass pieces to prevent unauthorised entry 
into the park"), but also that “unauthorised 
persons" did not use “the said part of the 
park as public lavatory" At the same lime, 
the court directed that some lavatories be 
constructed for the use of the JJ-dwellers.. 
Reasons cited earlier obviously mude 
execution of this order impossible. 

The wall was breached in Junuury 1092, 
months after it had been constructed, and 
again in November 1V92 after the DDA 
had repaired the breaches. By August 1 993 
however the court noticed a "marked 
improvement” in the upkeep of the park 
and by August 1994. since the residents 
of Ashok Vihar had been granted Ihe "relief" 
they desired, it disposed of the matter The 
residents welfare association also admitted 
that the jhuggi-dwcllcrs no longer used the 
park for defecation. They were howcvci 
resentful that the jhuggi-dwellers still used 
the park for access into the colony. 

Through the high court the residents nt 
Ashok Vihar and through breaching the 
wall the residents of Shahccd Sukhdev 
nagar were fighting for an improvement in 
the quality of their lives. All similarities 
end there. At stake for the residents of 
Ashok Vihar was the park. For tltc residents 
of Shaheed Sukhdev nagar. it was a 
question of basic living space. But as 
unauthorised settlers on public land, they 
have no right even to this. The residents 
welfare association could file a writ petition 
in the high court to safeguard tbeir rights. 
The residents of JJ clusterx have to rely 
on the intervention of local politicians and 
the benevolence of the government for 
whatever minimal facilities are provided. 

When the high court intervened in this 
process, it simply emphasised that JJ- 
dwellcrs cannot be guaranteed basic 
amenities. Hie JJ-dwellers were seen as 
•’lawbreakers, unauthorised occupants of 
public land”. The court expressed the view 
that the provision of adequate infrastructure 



signals, and will be an invitation to more 
persons to migrate to Delhi, occupy hm< 
unauthorisedly and then be rewarded with 
land at state expense”. When the DDA 
submitted a scheme for the development ok 
■ this ares, complete with thecost of relocating 
the JJ-dwellers, the <#>urt went on to observe, 
“there seems lo he little justification for tax 
payers' money being spent in favour ol 
lawbreakers...and even less justification for 
transferring the title of 1X square metres of 
land lo each one of the families". This logic 
forgets dial direct taxes constitute barely u 
tenth ot the total taxes and the rest is borne 
by every resident of this country, where the 
poor in fact pay a larger proportion of their 
earnings. Therefore, the argument that those 
who pay direct tax have the sole right on 
the outcome of public expenditure, and hence, 
to civic amenities is untenable. The court’s 
distinction lictween legal and illegal is also 
purely a juridical distinction that only 
reinforces the real disparities between the 
residents of these two colonies, and 
rationalises die discrimination against the 
residents of the JJ cluster. 

An overwhelming proportion of the 
migiaiits to the city work as manual labour 
tir unski 1 led workers. The s ialutory minnnum 
wage that is guaranteed to them by law does 
not include the cost lor thciraccommodation. 
The non-payment of this minimum wage 
and the indifference of the labour 
departments in ensuring its payment ensure 
that workers are unable to travel long 
distances to theii place of work. The 
planners do not contemplate a residence 
tor workers in the master plan of an 
industrial area Thus, vacant lands are used 
by the residents to erect their dwellings. 
The sire of such settlements is determined 
by the requirements of the industrial area. 
The proliferation of unauthorised industrial 
units, with tile implicit approval of the 
government agencies, compounds this 
problem Thus, the jhuggi-dwellers are 
integral to the.production and profits thal 
emerge in the factories, tltc profits that 
sustain the colonies of the like of Ashok 
Vihar 

But once a jhuggi cluster comes up. its 
residents become illegal settlers, lawbreakers. 
Whereas Ashok Vihar residents resort to 
illegal measures to ensure uninterrupted 
power supply, jhuggi-dwellers are dependent 
on the charity and benevolence of the 
government. And when the government faces 
a resource crisis, it is these benevolent 
acts - the welfare mcusurcs - that are mosl 
immediately affected. Such is the genesis of 
the social tension. The court then gives tacit 
sanction and explicit orders to the police to 
uphold the law by controlling the 
lawbreakers. This tension is then assumed 
to be “normal”, as was seen in various 
newspaper articles on the firing incident. 
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and the role of the police is assumed to be 
thatof a “n«utr»r’ enforcer of the law except 
the fact that in enforcing the law the police 
beat to death a boy who happened to be 
ignorant of any court order. Such is the value 
of a ‘lawbreaker’ *" life. 

The guilty policemen are now to be 
punished, not for beating a man to death, 
but for causing it due to " negligence The 
post-mortem report shows a large number 
of external injuries caused by blows to (he 

body. Despite such clear evidence, the inquiry 
into the death has not come out with its 
findings. 

The secretary (general administration) and 
special executive magistrate, S P Aggurwal 
is conducting a magisterial inquiry into ‘'the 
incident of violence, pelting of stones, 
damage to public properly, etc”, in Wazirpur 
industrial urea. Neither the custodial death 
nor the subsequent firing by the police arc 
directly mentioned in the public notice 
inviting testimony. Instead, the notice States 
euphemistically that the Delhi police "had 
to use force". When the emphasis is on the 
violence and pelting of stones, it is reasonable 
to expect that the police firing will lie justified 
as a necessary response. Purtlvcr. the public 
notice mentions injuries sustained hy "many 
others (including policemen)" but i* 
sceptical about the death of three persons 
in the firing. Language such as this clearly 
points to the nature of the inquirv It is 


not very difficult then to guess at the 
conclusions the inquiry will reach on both 
the firing and the custodial death. 

Note* 

('(he article is based o» the fact-finding report 
of People's Union for Democratic Rights.) 

I The total amouat of civic infrastructure 
provided in a jbuggi duster is determined 
on the basis of the existing policy of the 
government, and the number of jhuggis in 
the cluster. Since the number oi jhuggis is 
not constant, periodic assessment is required 
through surveys. One such survey was 
conducted in 1987 when the EIJJ scheme 
was to he implemented, in 1990. the food 
and supplies department conducted another 
survey lor the issue of permanent ration 
cards. More than 900 jbuggi clusters were 
identified and surveyed. By 1994, ihcnumher 
of jhuggis in existing clusters have also 
increased considerably. However, no new 
survey has been conducted. 
n»c slum wing explains the absence of 
survey on the .specious grounds that every 
•survey in tlie pas) has provided some additional 
bi-net its lur thejuggi-dwellers. Another survey 
would raise such hopes. Thus, till such policy 
is evolved w1iu.ii provides new bcnefiis. a 
survey cannot be conducted. Bui tire 
govemmeni lia< no new policy tor jhuggi 
dwellers, and hence no new survey is in the 
•■fling In this manner what is acha-ved is ihu 
iatu.d reduction in the per capita avatlabtlilv 
of .micmtic.- in ihuggi clusters 


Protective Legislations: Myth of Misuse 

Flavia A){nes 

While the women's movement hits been snciesstitl in prompting 
legislative reform, it Inis done little to mtmtlnr violations of women's 
tights in both civil ami criminal court proceedings The meagre benefits 
of progressive legislations often gel neutralised l>\ prejudices women 
encounter in the low courts. 


GHNDKKhiiixol thciudiciary isnoi unusual 
m the Indian context, l aw journals contain 
glaring instances ol sexist comments. But 
occasionally they become a point of public 
debate ax in the case o| Mathura or Sunian 
Rani. In fact, the judicial bias has period¬ 
ically provided the women's movemeni with 
major rallying point*. But in response the 
movement has focused more on legislative 
reform than on maniloring court proceed¬ 
ing*. Hence the meagre benefits from pro¬ 
gressive legislation* gel neutralised hy the 
prejut I ices and hostility encountered hy 
women in court moms. The protest hy 
women's organisations in Bombay to the 
comment*by Justice MLFcndse. thexenior- 
most judge of the Bombay High Court that 
women routinely misuse laws have to he 
viewed in this context ('Women May Misuse 


Ixgal Lixtphoics: PcnJsc'. 77ir- '////»»• s of 
India. April 11 

While addressing the postgraduate law 
students of Bombay University last month. 
Justice Pcndsc questioned the si»cial 
relevance ol Ijws designed to protest 
women. He has mged the law graduates to 
be cautious as women routinely misuse 
laws which results in injustice to husband* 
and their family member*. Their decreased 
level of tolerance has resulted in an increase 
in the suicide rale of women, he is quoted 
to have stated. To emphasise the point, he 
ha* narrated the instance of a 19-year -old 
gtrl. who committed suicide when she w as 
asked by her husband to prepare lea when 
there was no milk in the house. He also 
expressed concern over the fact that (be 
courts were now permitted to accept (hr 


uncorroborated evidence of a woman who 
is raped in police custody. 

This is not the first instance of a senior 
stale functionary questioning the validity of 
S498(A). a beneficial provision which was 
enacted in 1983 to protect married women 
front cruelty and harassment from husband 
and his relatives. In 1992. the then additional 
commissioner of police (crimes) R D Tyagi 
had issued a directive to subordinate police 
stations in the city, that unless women 
approach the police station with bleeding 
injuries, cases of harassment and cruelty 
should not be registered. ('Tyagi Slams Dour 
on Battered Women’. by MeenaMcnon. The 
Times of India. October 28.-1992). 

The directive amounted to an 
administrative irregularity since the police 
commissioner could not override a legislative 
provision expressly suting that cruelty to 
women under S 498(A) includes mental 
cruelly. It is only after representatives of 
women s organisations met Tyagi that be 
was compel led to withdraw the directi ve and 
issue guidelines for registering case* of 
mental cruelty to women. (' Pact on Dcfini tan 
Arrived - Mental Torture of Women’ The 
Times of India. November 6.1992). During 
the meeting he explained that the directive 
was not meant to question the credibility of 
women but merely tocurb corruption within 
the ptdicc lore*. But since this time, it ha* 
been extremely dtificull for women to register 
cases under S 49K(A) in Bombay. 

It is a matter of concern that no *uch 
directives arc issued regarding corruption 
and abuse i T power by the police when they 
violate civil and political rights. Only legal 
provisions empowering women *ccm to be 
under constant scrutiny of the alleged misune. 
m spite of the fact that there is no systematic 
data hi substantiate ihcallcgabun. Perhaps 
deep seated bw.se- .tlicr than lope , reasotltng 
or hard facts arc at work when these 
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allegations are hurled at women. It appear* 
no ,’tlier legal provision is being misused 
by people except the one benefiting women. 

Correspondingly, there also seem* to be 
a conspiracy of silence regarding the 
violations ot women's rights both in civil 
and ..nmtiul court proceeding*. ponraiaitoe. 
non-compliance of maintenance order* in 
matrimonial proceedings is a routine 
phenomenon. Yet there seems to he a lack 
ol iudictal concern in cr this iouc Grew* 
abuse of the provision of monogamy among 
Hindu* where both women are held a* a 
ransom by the husband a)wo seem* to go 
unnoticed by the judiciary. Convtcfiom for 
bigamy can tv* he sustained because the 
% courts invKt on the proof of saptapadr- a 
ritual performed only among high c*s*e 
Hindus, a* proof of second marriage. At the 
same time the second wife’s claim for 
maintenance ot inheritance cannot succeed 
since she i* not deemed hi be the legally 
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wedded wife. Hence, through judicial 
benevolence, the errant Hindu husband* are 
absolved of both thecriminal consequences 
as well as financial obligations of their 
polygam«>us relationships, a blessing which 
is not bestowed upon Muslim husbands who 
are under a legal obligation to maintain all 
their wives. 

Since noofficial data is available regarding 
the misuse by women, it has become 
imperative to rely upon the experiences of 
non-governmental forums which offer help 
to women in distress. The Special Cell to 
Help Women in Distress, a project of the 
Tata Institute of Social Sciences, where a 
large number of women in Bombay seek 
help, has so far succeeded in getting only 
one conviction under S 498(A) during the 
10 years of its existence. 

Out of the 250 cases filed during (he last 
two years in matrimonial courts by 
Mashwara. a legal advocacy forum. 90 per 
cent of the cases are filed on grounds of 
either physical or mental cruelty by husbands. 
But only six women have filed cases under 
S 498(A). Perhaps it would be relevant to 
examine the situation under which the cases 
were filed 

In one ease the worn an who had approached 
the legal centre for help in her matrimonial 
conflict committed suicide. Her live-year- 
old daughter was a witness to the ghastly 
incident. A case of abetment to suicide 
(S 30o IPC) and harassment <S 498A) was 
filed subsequent to the death. The second 
case concerned not tust severe battering of 
the wife but also incest of minor daughters. 
And finally an eviction order had to be 
obtained from a civil court restraining the 
husband's entry into the matrimonial home. 
It is through the intervention of the legal 
forum that a case under S 49H|Ai could 
finally be registered. In the remaining tour 
cases’there was not only cruelty and harass¬ 
ment but the women had been dispossessed 
from the matrimonial home without their 
personal belongings or valuables. Piling a 
case under S 498(A) helped to hring the 
husband to the negotiating tabic so (hat at 
least a meagre settlement for the woman 
could be obtained in the divorce proceedings. 

The records of the legal forum also indicate 
that there are eight criminal cases filed by 
the husbands against tlic wives, their relatives 
and even social workers Three cases were 
on the ground of kidnapping and abduction 
of wives/children. In one case the husband 
from Bombay had succeeded in taking a 
police force all the way to Merc«ra. Osirg 
district of Karnataka and arresting the 
woman's relatives w1h» were brought to 
Bombay and were locked up for three days 
without the knowledge of any rcl at ives e ithcr 
inCoorgorinBombay. The woman's mother 
who was bedridden was also implicated on 
•he ground of kidnapping and ahducting her 
43-year-old daughter. 


In another case the husband filed a caae 
of abetment to theft and adultery against 
bis wife to prevent her from approaching 
the matrimonial court for reliefs and also 
filed a case against her advocate with the 
Bar Council of Maharashtra and Qoa for 
professional misconduct. Even the social 
workers are constantly threatened with 
criminal consequences by husbands for 
helping their wives to obtain custody of 
children or even access to them. Injunctions 
restraining the woman's entry into the 
matrimonial home arc on the increase, 
where the in-laws approach the courts for 
eviction of the woman. In one case, the 
court has evicted the woman from her 
matrimonial home on the ground (hat-a 
case under S 498(A) is pending against 
them. The high court has upheld the eviction 
order of the trial court. It appears that the 
husbands and in-laws can first harass the 
woman and if she dares to file a complaint, 
they can use it as a ground either for divoi ce 
or eviction. 

The reality of women's lives are far 
removed from the citadels from where the 
nigh priest of justice pronounce their 
verdicts. How else can one explain that 
even where there are convictions by the 
trial courts, the higher judiciary routinely 
reverses the orders of the trial court resulting 
in the acquittals ol the offenders? The 
following are a random samplings of sexist 
comments by various high courts in recent 
years, while reversing theconvictionsof the 
trial courts: 

In 1992. the Calcutta High Court while 
acquitting the husband of the charge ><f 
abetting the suicide of his wife said, "fin 
deceased woman was hot-tempered and 
outspoken. She was a high strong sensitive 
girl who could not adjust herself to her 
husband’s family" (Tapan Pal ami t Miter* v* 
State of West Bengal, 1992. Cri I. .1 Mil 7 
(Cal)). 

In 1993. the Orissa High Court while 
acquitting the accused in a rupccasc regnrdme 
the injuries on a woman’s b.*ly said. "The 
injuries could have been self-inflicted, so 
benefit of doubt must go to the accused” 
(Sanyasi Challan Seth vs Slate of Orissa. 
1993. Cri L J 27H4). 

In 1993, comments by the Madhya 
Pradesh High Court regarding the torn 
clothing of the woman in a rape trial: 
“Broken bungles and uprooting of buttons 
of the hlousc are too worn out and 
hackneyed circumstances They cannot 
prove rape, (('anything, these circumstances 
indicate the intensity of pus’Don with which 
the two partners indulged in the sexual act" 
(Kamcharan vs Stale of Madhya Pradesh. 
1993 Cri I. J 1825). 

In 1991. the Madhya Pratlcsh High Court 
while acquitting the man win* had raped an 
illiterate village woman: "The victim ha* not 
expressly staled that there wax penetration. 


She has onty stated that the aecuted ha* 
taken her 'izzat'. So there la no offence" 
(Badursingh vs State of Madhya Pradesh 
1991. Cri L J 753). 

In 1991. the Supreme Court while 
acquitting the husband of the offence of 
bigamy': "There is no proof that saptapodi 
was performed during the solemnisation of 
second marriage. Oral evidence and letter 
indicating that the husband and second wife 
were living as husband and wife is not 
sufficient toconvict the husband for bigamy" 
(Shnnti Deb Butman vs Kanch Prava Devi, 
AIR 1991 SC 816). 

Rven more disturbing are the comments 
of the judges while denying women their 
property rights. In 1994. the Supreme Court 
while deciding tile right of a widow to her 
husband’s property held that since essential 
ceremonies were mu performed the marriage 
is illegal. The woman was a widow hefore 
her marriage and it was argued on hcrhchalf 
that for ihe remarriage of widow no ceremony 
was required. The court held that this was 
true only in ease of marrying the husband' s 
brother. While denying the widow the right 
to inherit her husbands property the court 
held: ‘The woman is in the habit nfehanging 
husbands frequently. Hence there is no 
ground to hold that she was legally 
married" (Surjit Singh vs Garja Singh 
(1990) 1 SCC 407|. 

It almost appears to be a no win situation 
forwiaiiciiuslarusthciudiciary is concerned 
lx>lli withintlic court nxunsoroutsidc. Just jee 
Pciulse's comments in a public forum are 
adding insuh to an injury which is being 
caused d.iv after day in our courts. 
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Beyond the Ejections 

Bbwamoy Pali 

The assembly elections should induce some rethinking and realignment 
among social and political forces in Orissa to which the election results 
in Bihar and the general elections due in 1996 will contribute. The 
Janata Dal has to decide whether to continue to reinforce the 
brahminical order or be associated with the forces <jf progress and 
change. _ 


POLITICAL 'pundits', researchers and 
scholars have been again proved wrong by 
the Orissa electorate. And. os is often the 
cose, the common people did have (be last 
laugh. In Orissa democracy has coexisted 
with underdevelopment, and given this, it 
is virtual ly impossible to think of the former 
autonomously of the latter. Similarly, it is 
not possible to separate the phenomenon of 
underdevelopment from the electoral process. 
Orissa's 'backwardness ‘ as a theme has been 
the single-most important issue since the 
1952 elections. However, various political 
parties who have come to power have done 
precious little about it and. if one may say 
so. have sought to perpetuate it. The theme 
of poverty and hunger have been exploited, 
imaginations fired and identities invented 
endlessly. Ironically, tilings have m x changed 
much. Around 63 percent of Orissa's popu¬ 
lation lives below the poverty line tixlay. It 
indeed is very difficult to imagine the level 
of poverty even in coastal Orissa, where 
basic human necessities - viz. drink ing water, 
dispensaries, power for agriculture and 
primary schools- are nnn-cJfistcnl in village 
after village. Of course, the western tracts 
ore epitomised by the Kalahandis. Koraputs 
and the Phulhanis. 

Slogans meant to change the status quo 
or inject dynamism have n>»i made any dent 
'One Thousand Industries in ()nc Thousand 
Days', 'ChalilaGadi Damanjodi' (meant to 
illustrate the dynamism of Damanjodi in 
Koroput. rich in its bauxite reserves), the 
theme of the second steel plant, power to 
the local bodies (ostensibly meant to develop 
the localities), the 'support' lor the Mond.il 
Commission recommendations ami the tribal 
'mclus' huve remained abstractions for the 
bulk of the people. 

Women - victims of patriarchy and 
consumerism - epitomise a mcUiptw'r lor 
this underdeve lopment. Here again both the 
ruling class and the dominant political parties 
recognise their importance. After alL the 
gender-related violence is real, with Orissa 
leading in most of the crimes ag wnst women 
in the country - dowry-related harassment/ 
murder, rape. etc. Innumerable speeches, 
commissions, reports am) the appointment 
of tribal women advisors have not yielded 
any results forOrwsa's womenfolk. Power 


to Women' and the Mahila Commission 
coexist harmoniously with the oppressor, 
associated with the Chahi Kanis and the 
Basanli Bcras. Tire fact that acts of molesting 
women by ministers can be justified as acts 
of 'manliness' reflect on the Oriya ruling 
class's comm itment to the worn an question. 

In spite of the apparent differences bet¬ 
ween the Janata Dal ami the Congress, their 
positions in Orissa have remained uniquely 
similar It is here that one has to grasp the 
dynamics of (he brahminical order which 
has been a great leveller. This has been the 
greatest impediment for the forces of 
democracy and I and reform*. ()per at ionally 
both the lanaia Dal ami the Congress(I) seek 
to maintain upper caste hegemony (viz. of 
brahmins, karanas and the khandavats) as 
their most important political task. Trans¬ 
gression* anil contestations of the weak and 
the oppressed have hecn handled with relative- 
ease. Over tire recent years one has seen a 
polarisation of these two dominant parties. 
Given this, the deleal/victory of the Janata 
Dal/Congrcssi 11 represents, simultaneously, 
the triumph ol the hrahmonicul order. 

A feature that is normally missed rs the 
paradox that the victory of the Congress! D 
in Onssj i* also a rejection of the pattern 
of development envisaged by the Narasimha 


Kuo government at the centre. In fact, by 
rejecting the Janata Dal in Orion, the 
electorate ha* also demonstrated its 
disapproval of the strategy of development 
of the Congress (I) at the centre. After all. 
Biju Patnaik and (be centre's economic 
strategy share similar foundation* and 
trajectories. The Congress!!) leadership in 
Orissa seems to have responded to it with 
promises of rice in its election manifesto, 
the J B Painaik's post-election declaration 
of distributing free nee to about a crane of 
poor people in the state reinforces this thrust 

Democracy is indeed a great leveller. There 
will perhaps be a lot of rc-tJunkmg and re¬ 
alignment o| the social and the political 
forces. The election results tn Bihar and the 
general elect tons in 1996 will act as catalysts 
in this process. It is very possible that once 
out of power the Janata Dal will do some 
re thinking about the IK promises it had 
made, together with the communist parties, 
in 1990. whKh had been omsganlty dismissed 

by its leader Biju Patnaik after bring swept 
to power. Moreover, if one goe* by the post- 
election rhetoric, pure survival instincts 
should contribute significantly towards 
democratising the Jonau Dal in Orissa. It 
has lodecide whether to continue *i reinforce 
the brahminical order or be associated with 
the forces of progress and change. The 1* 
promises of 1990 can he a starting point io 
case it seeks to search for an alternative path. 

The struggle* of the outcome*, tribal*, 
women and the p« or will however determine 
the depth of this process as well as Ac 
functioning of the Congrcss(l). Given this 
scenario, the force s of social change. drastic 
land reforms and industnalisatkm with a 
human (ace have a tremendou* responsibility 

in the future More so when the common 
people are already showing sign* of matu¬ 
rity and are not prepared to give their 
representatives more than fiycycar* to prove 
that they mean what they say. 
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Presidential Monarchy and Qass 
Struggles in France 

Frederic F Cfadrmont 

What is important about this presidential election in France is that it 
has triggered countervailing social and political forces that were 
manifest only at the time of the Popular Front in 1936. Their appointed 
hour has not struck, bta what is relevant is that they have been 
unleashed. 


IN a recent opinion poll in France more 
than 90 per cent of respondents replied that 
they considered the nation to be a highly 
polarised class society A verdict 
confirmatory of a well entrenched historical 
fact. Over the last two decades class 
struggles in France - at times muted - ha ve 
exploded with rare violence. France is the 
most bourgeois of nations, the most class¬ 
conscious of nations, possessing an 
experienced, incrusted and rapacious 
bourgeoisie that has never lost its insatiable 
hunger for power and profits, nationally 
and internationally. Class and money power 
arc the single most conspicuous elements 
in its vastly corrupt political spectrum. 

The big French bourgeoisie, thanks to 
Himalayan tax-payer subsidies spread over 
decades, have ballooned to enormous 
dimensions. Despite its ruthlessncss. 
rapacity and the mass deployment of every 
species of exploitative stratagems against 
the world of labour the bourgeoisie and it 
hatebetmen of the three paramount political 
formations (the twoGauliistparties and the 
‘socialist’) still continue to bellow their 
baloney about 'democraticprinciples' with 
all the massive media money at their 
command. Effective democracy in France 
is eviscerated save at the very formal level. 
The social and class convulsions now 
rocking the Hexagon can no longer be 
concealed by a subservient, boot-licking 
and timorous media with such rare 
exceptions as Le Canard Enchaine and Le 
Monde Diplomatique. 

The presidential election, which has 
acquired all the frills of a mega US political 
road show, takes place every seven years. 

It is a major political event at this juncture 
of French capitalism when social tensions 
are on the boil, when international financial 
and monetary upheavals arc throwing the 
present government into a state of apoplexy. 
Accentuating the social and political 
turbulence is that the two main bourgeois 
political formations bossed by Balladur 
and Chirac are now openly bleeding each 
outer. The political Praetorian Guard of the 
bourgeoisie incarnated in these two split 


Gaullist parties is quivering in a stale of 
demoralisation and disarray. 

Stemming from the bitterness in their 
scramble for power with no holds barred 
it is highly unlikely that there can be any 
such thing as a rapprochement in the 
aftermath of this presidential election. But 
of counfe there should be no illusions as 
to the power of 'the left’ to exploit these 
differences to their advantage. The drama 
of France is that there is no effective and 
genuine alternative mass left-wing 
movement. The belief that there is a ‘left’ 
in France is toxic folklore. The tidal wave 
of anti-communism that preceded the 
dissolution of the Soviet Union has 
caused havoc among progressives. The 
intellectuals in the universities for the most 
part have been reduced to a hunch of 
compr adores marching to the tune of official 
power with the big and little suck-offs that 
go with such political correctness. The 
socialist party has long been an orthodox 
bourgeois party wedded to the status quo 
and Big Capital, It is no coincidence that 
Rocard die ‘socialist’ prime minister had 
the decency at least to state that the word 
’socialism' is an anachronism that should 
be wiped off the slate. 

A fact that the current rantings of a 
Jospin, the ’socialist’ presidential contender 
that has thrown his bat into the ring, will 
not alter. A honky-tonk politico in the best 
of times scrambling up the greasy pole 
shouting his vacuous promises, on a par 
with Chirac. He has thrown millions of 
francs into the American style campaign 
but it would not be nice to ask where that 
money came trom. The first round is on 
Sunday, April 23. Any candidate winning 
more than 50 per cent of the vote gets the 
prize. This has never happened. So the two 
front runners after April 23 will move on 
to the decisive May 7*run-off. The 
bourgeoisie can rest assured that the 
outcome is a foregone conclusion in that 
one of their three political domestics will 
win. but the problems posed by a capita¬ 
lism in the throes of delirium tremens of 
such severity and duration will not go 
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away. And that u the raaaon why <«he 
French bourgeoisie is monitoring these 
electoral gyration# with the greatest of 
apprehensions. 

Balladur (prime minister) and Chirac : 
(mayor of Paris) are connected to Big 
Capital via the big private banks, notably 
the Rothschilds. They became close friends 
while serving as young advisers to Gaullist 
leader George Pompidou, the princeling of 
Charles dc Gaulle. Also they belong to 
another bulldog ruling caste institution. 
They urc both Enarques, that is graduates, 
of the Ecole Nationale d’Administration, 
the elite postgraduate school: one of the 
intellectual troughs from which the French 
ruling class picks the brightest and the best 
of its public servants. 

Politics is never wholly explained in 
terms of objective economic realities. 
Personalities and personal ambition can be 
of central importance. And so it is in France 
between these bourgeois gladiators. Both 
candidates realise that this is their last flint: 
at the presidency. Now or never. Obviously, 
as all political hustlers, they are peddling 
the same refrain that they, and they alone, 
arc the saviours of France. A France that 
has grown angry, indifferent and frustrated 
by the pyramids of unkept promises and 
the machined mendacity of the political 
nomenklatura. 

Chirac, the extreme right-wing politico 
is peddling a populist ’mantra’ and left- 
wing rhetoric that had never been seen on 
a television screen. He is defending the 
poor against the rich, he says. That may 
be so. but how did that situation arise hi 
the first place? You know the answer. The 
French patronat knows the rules of the 
political power game. They made them 
They have given their man Chirac a long ! 
leash. And as with all capitalists, they are j 
expecting huge returns on their investment 
When Chirac pulls oil' the coup they will , 
be ecstatic 

The French Grand Patronat. that is the ' 
organised financial, industrial bourgeoisie 
have publicly thrown in their enortnou' 
weight lichind Chirac. They recognise that 
a Balladur us a corrupt, dyed in the wool 
conservative has become an embarrassment 
to Big Capital nationally. They have 
dumped him. Whether their wish will be 
consummated at the voting booth is anotliei 
matter, given the volatility of the huge 
floating vote. Balladur grabbed legislative 
power in an overwhelming victory over the 
social democrats because of theireconomn 
mismanagement. 

True enough. But over the past three 
years corruption within the Balladur cabal 
and political racketeering within hi* own 
cabinet (l-onquet, Carignon and Rousstn 
ail arc now in prison) and in every niche 
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of tha fli* Money machine in France have 
reached intolerable height*. When will thin 
mountain of Bxlladurian excrement be 
bulldoted ia a common refrain that one 
encounter* In alt of France. “Let ux not 
talk” declared aOauUiatftinction ary, "about 
corruption in other countries. We can teach 
them everything they want to know about 
big time crook* and swindle* and kick 
back* of all kind*. In the buxine** of 
skullduggery We are among the biggest of 
banana republic*.'' 

The presidency in France i* one of the 
world’* moxl powerful political office*, 
incomparably more *o than Ute US 
prenidcncy. The scope that it offer* for 
kickback* i* prodigious. The new political 
race for the top job end* the Mitterrand era. 
Mitterrand wa* par excellence the 
monarchical president. In 19X1 he rode the 
wave* of power with the dhmi demagogic 
vow*. It wa* summarised in two words: le 
rhangemeru. A dying man. he now stand* 
naked a* a self-confessed bankrupt polit ical 
handler. Hi* promises are strewn in the 
gutter. The legacy o| 14 years of 
Mitterrand!*! misrule i* one of pillage, 
private and public scandal* on a magnitude 
that is mind-boggling: one that surpasses 
in vilencs* and filth of the sordid-ridden 
i year* of the Third Republic. 

[ The dubious suicide of Mitterrand's 
! socialist' prune minister, a shady character 
j with deep connections to the criminal and 
i financial over world and underwsWd. wa* 
j simply one macabre incident in hi* 14 -ycar 
| tenure of office. Mitterrand'* proud boast 
that he demolished the French c ommunist 
party wa* partially true, hut the arrogance 
of the boast itself was a measure of the 
blinkered vision, hi* sheer pettiness and 
vindictiveness. He remains the smallest of 
men propelled intothc biggest of joh*. And 
France will not forget, as the archives 
revealed in 1994, that lie was a militant 
PciamisL a Vichyitc until he switched his 
allegiance to the cause ut the Resistance 
in 1943: the year of Stalingrand and FJ 
Alamcin Mitterrand has always been a 
switcher, a consummate opportunist until 
the end. 

Chirac is no political innocent It wa* 
Chirac who during hi* prime minis'ter*hip 
pursued relentlessly policies of 
hberalinatioa and privatisation. It wa* he 
who chose hi* finance minister. Hdouard 
Balladur. His economic policies were 
itrhon copies of Thatcherism and 
kcagani*m. And the effect* were 
immediate. Inequalities detonated in 
uninterrupted sequences over the last 14 
want. Accompanied by one of the highest 
level* of economic concentration that 
Furope ha* ever awn. A non-stop spiral of 
inequity. A carnal visitor to France is made 


aware bf the brutalising impact of these 
policies. The beggar*, as in New York 
City, are omnipresent and the marginalised 
arc to be found in all the major and minor 
citlc* of France. Tile mark of deprivation 
i* hideously omnipresent. 

Officially, unemployment i* 13 per cent. 
In reality this t* an officially manipulated 
number since many of the unemployed, 
again a* in the US. have ceased to be 
counted, notably among the young French 
citizen* of Arah. African and Caribbean 
origin. No less primordial is that fairly well 
paid job* in manufacturing are rapidly 
eroding, and the unemployed in this sector 
are drifting en masse into precarious part- 
time employment in the low wage service 
sector*. Many female* in the laour force 
have simply dropped out. What this mean* 
i* that the actual unemployment count t* 
closer to 21 per cent. Short-time working 
with no social benefit* i* burgeoning. 

The word exclusion was always French, 
hut its use today has acquired a sharp and 
biting connotation It refer* not simply to 
the unemployed hut to the homeless and 
the destitute whose numbers have 
multiplied in all Urge French elite* to tens 
of thousand*. That does not include the 
hundreds of thousands' of worker* and 
middle eta** people with grossly inade¬ 
quate home* and apartments 

Hxciusion also relate* to the massive 
number* ot young people that have neve: 
been able to limi a |ob and who gravitate 
to petty |ob< - the infamous pruts hulolv 
- in many cases ultimately to crime and 
drug-taking.male and female prostitution 
Fxelusion refers also to those whose 
unemployment benefit' have fizzled out. 
s<t those wh\i arc doing extended training 
programmes with little possibility ol ever 
finding a job after they have completed 
their training F.xclu*ion relates also to 
those people who are living olf the resources 
of their lamtiic*. or those who have no 
resources at all. 

The bourgeoisie knows that thl< is a 
potentially mighty dctonativc force in all 
the inner cities since many, bv no means 
all. of the excluded consist* of immigrants 
coloured peoples that have been robbed of 
all economic right*. What's the point ot 
talking ot the triumph of Human Right* to 
the working people of France, the ultimate 
creator* of bourgeois wealth? Property is 
thefl declared Joseph PToudhon. the 
anarvl*>-*yndtcali*t philosopher in the 19th 
century Nowhere t* tbt* truer than in France 
today. It is not meicly all kind* of property, 
of course, hut specifically the property 
enshrined in France's mega corporation*, 
hank * and t insurance com pate* that arc daily 
making the most horrvndou* ol rip-ofl* in 
conjunction with their political ir>uiie* 


Ecooornic IibcraHsalion. the magic word' 
that were supposed to have unlocked the 
door of riche* to all. is Che sweetest of 
promises turned Hour. Liberalisation and 
privatisation - that is. the plundering of the 
nation'* public patrimony - has been 
pursued to the benefit of an exiguous 
number of big-time politicos, high rise 
speculators and quick money men. Backed 
by the slate apparatus, their numbers have 
mushroomed. The revenue* of c apital and 
dividend* gre w by X per cent yearly between 
1987 and 1994. that of labour by 0 2 pet 
cent. I* it surprising under this new national 
economic order that class and income 
inequalities have continued to widen 
alarmingly over the last two decade*? 
Inequalities are not historical abert jtion*: 
they are it* systemic outgrowths. 

The three top presidential prize fighter* 
have not even begun ft> addres* themselves 
to the mis-working* of lire system How- 
can they .'They are iu political agent* ami 
custodians. They have skirted it and rightly 
*o And why not''Because they know that 
tti* precisely their policies of unrestricted 
liberalisation that include tbc frontal 
attacks against the ba*tton*of the working 
class that has engendered *uch unabated 
impoverishment. The Welfare State i< 
systematically demolished m the name '4 
restoring laboui flexibility Tbc joh is n*4 
yet done. 

Certainly the candidates in what i* called 
the extreme left. ie thcTrntskyiu: Arlette 
I .aguiiler and the CP presidential s andidatc 
Robert Hue. have hotb underscored the 
necessity of a tar-reaching * bailee tn non- 
Jogirulic term* They willih>tt>e victorious, 
to be *urc. The repressive Ion c* of a class- 
dominated society will encore that the 
commanding licigh'* ■' the *laic apparatus 
rem.mis well *»cyonJ their gi ,i*p 

What i* imp*>r.ant is ih at thi* presidential 
election has triggered sssuntervaihtig -vial 
and political tone* that were irsamtvslonly 
ai the lime of the Popular Front m 19 K* 
Their appointed bout ha* not vet struck 
More relevant, however, t* it that these 
torses arc unleashed They are on the 
warpath. They will no longer settle forth* 
cxcrcul nvHiilnngs ot the last 20 ye-cr* 
That unvIoubteJIy will be .me of the 
o\er*prll* o! this presidential war 
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PERSPECTIVES 


Voluntary Action in India 

Role, TVends and Challenges 

Anil Bhatt 

The voluntary sector needs to play a more overt political role if it is to 
make any long-lasting dent on social transformation. 


THE last two decades have seen an 
unprecedented growth of voluntary or non¬ 
governmental organisations (NGOs)in India. 
While voluntarism has been an age-old 
phenomenon, it is only in the last couple of 
decades that so much is being talked, written, 
debated and done about it. There is a good 
reason for this. Modern voluntarism is 
signicantly different from the conventional 
voluntarism in form, content, intent and 
impact. Conventional voluntarism was 
primarily aimed at charity and relief or at 
best, social welfare and social reform. It 
sprang out of religiosity, generosity and 
altruism. It was inspired by idealism rather 
than ideology [Baxi 1986], Modern 
voluntarism, while incorporating some of 
the elements of conventional voluntarism, 
is based on ideology rather than mere 
idealism. It aims at achieving development 
and social justice ratherthan relief and welfare. 
Therefore, the tools, techniques, approaches 
and objectives of modem voluntarism differ 
from that of the conventional. Modem 
voluntarism strives to change the social, 
economic and political position of the poor, 
the deprived, the oppressed and the weak. 
In the final analysis, therefore, it aims at 
redistribution of power, status and wealth. 

Within this broad mission though, 
activities, approaches, ideologies, methods, 
forms of organisations, techniques and 
strategies differ widely. Same NGOs are 
large, others are small: some work directly 
with people at the grass roots level, others 
perform support functions of research, 
documentation and framing. Some implement 
concrete development programmes, others 
mobilise people to demand their rights and 
justice. Some like to replicate and expand, 
others prefer toexperiment and demonstrate. 
Some prefer to collaborate with government 
and industry, others scrupulously avoid doing 
so. The variety is so wide and overlapping 
that it defies any neat classification in terms 
of activities, functions, approaches and roles 
(Pandey 1984], But underlying all this variety 
and divergence is the mission of social 
transformation. 

There was a growing realisation by the 
end of the 60s that the state and its political 
apd public insthutioasbad failed todo much 
about poverty, inequality and injustice. On 
tbe contrary, the political processes and 
developmental policies had often led to tbe 
strengthening of fire powerful and the rich 


and increased the stranglehold of the 
dominant groups over the deprived. It was 
this realisation and deep pessimism about 
politics and government that led middle 
class, highly educated, sensitised youth to 
go to villages and urban slums and start 
voluntary action separate and independent 
of existing political and governmental 
establishments. More than two decades of 
work by these voluntary groups has now 
raised the question of what role they have 
played, with what results, and whai 
challenges await the voluntary sector in (he 
90s 

There are several ways of looking at the 
role of modem voluntary organisations (VOs) 
depending upon one's framework of analysis. 
One can simply prepare a long list of roles 
that voluntary groups perform, based on 
their activities and functions, a common 
format used in classifying VOs. Bui viewed 
in toms of impact, modern voluntarism can 
' be considered as performing basically three 
roles. They can be broadly labelled as 
developmental, mobilisatkmal. and political 
roles. These roles make impact on three 
different sectors. The developmental role 
aims to affect the design and deli very systems 
of governments or those organisations, like 
national andintemational funding agencies, 
which concern themselves with programmes 
aimed at raising the physical quality of life. 
This may be done by influencing theexisting 
development programmes and their deli very 
systems^ or by direcliy demonstrating 
alternative designs for development. The 
mobilisation role attempts to mobilise the 
intended beneficiaries of development so 
that they can influence the government's 
delivery system or look after their own 
development. In the political role, tbe 
approach is to influence the political system: 
either its policies, laws, and legislations or 
its processes and performance. 

Neither these roles nor their impact are 
mutually exclusive. In the mobiUsaliona! 
role, for instance, the expectation is that 
if people are well mobiliAd then they in 
turn, will make political and developmental 
impact. In one sense all roles can be 
considered political or developmental, 
insofar as its intended impact is to bring 
about social transformation. In fact, some 
observers have viewed the entire 
phenomenon of modem voluntarism as a 
political process. 


Developmental Role 

Developmental role as defined hem aims 
to improve physical quality of life. This is 
one type of role that voluntary organisation), 
have undertaken to tbe maximum extent It 
is this role which has generally received 
legitimacyandsupportforvoluntarism from 
governments and international donor 
agencies. 

In this role. VOs usually take on one oi 
more concrete developmental activities in- 
selected areas or with selected groups and 
hope to improve the physical quality of life 
of this group through health, education, 
agriculture, trades, housing, etc. VO* 
performing this type of work are also known 
as service organisations. Since voluntary 
organisations have to work with limited 
funds, manpower and physical resource . 
and because development of the poor and 
the weak was an uncharted field till recently, 
conventional knowledge was found to be 
inadequate. VOs, therefore, had to 
experiment and innovate extensively. Their 
small size, limited resources, their open 
mindedness, their flexibility of thought and 
action, their pro- people orientation, all helped 
them toexperiment and try out innovation, 
tor development. 

The VOs. therefore, have come up with 
amazingly creative and innovative ways ol 
doing development. Many of the innovation, 
in development such as community health 
approaches and its various components 
indigenous medicines. tcchniqucKof delivery 
of services to the poor in remote, forest and 
hilly areas, cheap, culturally acceptable 
technologies of development, use ol 
indigenous resources have been developed 
by the voluntary sector. The VOs have 
developed creative educational and 
communication materials and methods to 
enable the poor to develop their own skill, 
and techniques for development activitie. 
They have also developed innovative social 
techniques to generate participation of the 
poor and illiterate to overcome social and 
political barriers lo development and mpe 
with resistance and opposition from vented 
interests Innovations done by VOs an 
numerous and cover all aspect) ol 
development - technical, managerial anil 
social. In fact, it is because of their 
innovations in development that the VO. 
have acquired a special place of their own 

It is evident that the VOs in their limned 
areas of operat ion have been quite effective 
Their achievement, particularly in thou 
aspects of development which an considered 
soft and complex, and where large legali-tu 
and bureaucratic organisations have not been 
able to nuke any breakthrough, has been 
particularly noteworthy, Oeneratinf 
participation of tbe people, education and 
training, use of indigenous resource, and 
skill, mobilisation and organisation «f (he 
poor, overcoming behavioural aod cultural 


•70 


Economic tmd Potitienl Weekly ApriUZ. 





resistance of communitiM, reaching the 
poorest of the poor, are tome of the 
dimension* of development where the VO*' 
contribution hw been remarkable. It is 
bocauto they are effective at the gras* root* 
level that government* are not increasingly 
coming forth to support them and collaborate 
with them on scheme* and projects of 
development. 

In spite of these achievements, some 
fundamental questions are being raised by 
the VOs themselves about their develop¬ 
mental role. Though the number of VOs has 
increased tremendously in the 80s. their 
overall contribution in terms of improving 
the physical quality of life of the people is 
marginal. This is primarily due to the fact 
that in spite of their rapid growth, their 
number and the size of operations are still 
too small to make any significant impact. 
Macro systems and their processes, too, tend 
to undo the limited achievements of VOs. 

In relation to the developmental role of 
VOs, questions of replication and 
sustainability are raised. It is not merely a 
question of a particular VO replicating iUelf 
in different areas or helping other VOs to 
replicate. The question is. can their work be 
replicated by government* on a national 
scale? There are example* of governments 
having adopted VOs’ designs, approaches 
and techniques hut such an adoption has 
got bureaucratised and almost always 
proved ineffective. The question is bow long 
should the VOs continue to play the role of 
tmpiemeniareofdeveinpinent?Govemnients. 
wherever they have been supportive of 
voluntary action, have always wanted VO* 
to play the role of implementor*. There has 
oat been any support and encouragement to 
the VOs to play political role where they 
attempt to question, criticise or redefine 
development paradigms, government 
policies, politics and administration. 
International donor agencies, because they 
are international and foreign, are naturally 
circumspect in supporting such activities. 
Some international voluntary agencies do 
support the mobil National and political work 
of voluntary agencies hut only surreptitiously. 

Mowusatunal Rote 

Mobilisations! role is a distinct role which 
the conventional VOs do not play. The 
mobihsationalrok is also referred u capacity 
building, self-reliance, participation and 
etiq>c* ma menLTtehaai c {afi i i cipte bclMnd this 
approach is that unless and until people 
themselves became capable and active. 
develapmetacanoMurire place . The approach 
doea notperoerve people as passive recipients 
of benefits and service* but as active parti¬ 
cipants demanding rights from the system. 

The mobO i setio n sl approach has three 
variations on tbs basis of different, and at 
times, opposed ideological underpinnings 
The time variations are as follows: 

(l) Developm en t can take place quiclfor and 
cheaply tfpcoptioomc fo rwsrt to participate 
in their own dev el opment This is newer to 
the official and conventional view of 


community participation. In concrete terms, 
people are mobilised to contribute in terms 
of cash, kind of their time sad labour. In 
other wonts, people should be mobilised to 
share the burden of their own development; 

(2) Closely related to the above but more 
in tune with the VOs. thinking is mobilisation 
for self-reliance. People should be helped 
to become capable for their own development 
after which the outside intervenors should 
withdraw. In fact, ooe of the common theme* 
of debates and discussioo during the early 
80s. and one of the criterion of evaluation 
of the impact of the VOs, was the level of 
self-reliance of the communities and the 
stage of the withdrawal of the outside 
intervenors. The main elements of 
mobilisation ire essentially knowledge and 
skills. People should be imputed technical, 
managerial and social skills so that they 
eventually become self-reliant and become 
capable of managing their awn development. 

(3) A third variation and distinctly different, 
if not opposed to the above two variations, 
is the mobtlixai tonal role thst the VOs perform 
so that the people are conscjcnticiscd, 
mobilised and organised to fight against 
corruption, oppression and injustice. This 
view i* radical, not sharing the conventional 
view of community participation. Itexpiiciily 
or implicitly challenges the notion that the 
VOs' role in development h to be a substitute 
to the government 1 * delivery system, and 
provide services. Many VOs working with 
this ideology prefer tocali themselves social 
action groups, struggle organisations or 
movements rather than NGOs or VOs and 
describe the ir leaders as activists rather than 
voluntary or social workers. 

In the mobilisations! role of above three 
varieties, the major activities sic providing 
information, education and training, 
developing awareness and con scicn ties lion, 
imparting various ski lls and forming formal 
or informal organisations of people. In the 
third variation, direct action methods like 
prutecsts, petitions and processions, rallies 
and meetings, sit-ins. are resorted to. 

As regards the first two variations of the 
tno bilisational role, namely, that of eliciting 
the participation of the poor and developing 
skills, the VOs have shown remarkable 
success. Everything about VOs. their 
otganisatiotul culture, (heirorientations and 
their methods of doing work is conducive 
to mobilisation. Even governments concede 
that the VOs are more effective in 
mobilisation and participation. At times, 
when local deve lopment bureaucracies have 
not succeeded in eliciting responre from the 
people in meeting their largess for family 
planning, the immunisation or adult 
education, they have a p proa ch ed tire VOs 

Because three has been more political 
space in India for the VOs than in aomeodter 
developing countries, organisations of 
tribati. landless and w om e n have been 
formed Such organisations have success¬ 
fully fought for more wages ftota landlord* 
and government, be tter ra tes for the produce, 
and a g a ins t bended labour. Be ca m e of their 


conscientisation, mobilisations! and 
organisational activities, forest dwellers, 
fisher-folks, tribal* and women have come 
out of tbeir shells, interacted and organised 
with similar people from distant areas, 
acquired exposure and awareness and 
developed tremendous self-confidence and 
self-esteem. 

Yet in spite of such spectacular and 
dramatic achievements, the impact of 
mobilise! iooai role in overall term s is limited 
mainly because most of these efforts are 
localised. Such mobilisation is confined to 
specific local communities and specific local 
issues. And no matter how many local issues 
are taken up in different places and different 
times, they rarely gel aggregated In make 
any significant, lasting impact on the existing 
systems. In case of mobilixationaJ struggle 
too.it is localised and based on local eveaUs 
and issues. One bas to go on straggling 
against money lender after moneylender, 
landlord after landlord and bureaucrat after 
bureaucrat. Experience bas shown that people 
may get mobilised and activised for a well- 
defined sfaan-tera objective bm it u difficult 
to keep people in a perpetual state of 
participation, mobilisation and action. 
Experience has also shown that if the overall 
ethos of the established systems are that of 
exploitation. oppression and corruption, then 
poor people particularly their leaders, once 
they become capable and powerful. often get 
co-opted and themselves become corrupt 
and exploitative. 

PoutkalRou 

As mentioned in the beginning, modem 
voluntarism, in the final analysts, aims at 
some kind of social transformation and in 
that sense, ilcan be considered as pefonmog 
a political role, however indirect or long 
term. In fact, some observers of the 
phenomenon of modern votuofreum have 
viewed it primarily a* • political process 
though non-party, non-electoral, non- 
parliamentary |Kotbari 1984: Sethi 1983). 
They sec this small, voluntary gras* root* 
action as providing non-party political 
alternatives. In face of Itie failure of the 
governments' bur'eaucracse* and the macro 
political institutions such as legislature*, 
partie* and theirmass fronts tike trade muons, 
young women car farmers' wmgt, voluntary 
action is seen as providing alternative 
political spaccx Tbe VOs are seen as "deep 
stirrings of ocmsciousuea* dwtcanUbeamed 
into catalyst of o pp o rtunity .. « amid be 
seen as an anempttoopen alternative poStical 
spaces outside tfat usual a re n as of party aatd 
government" (Korhari 1984). There grass 
roots activities are seen as an attempt ro 
redefine politics as sooeoCbmg that goes 
beyond legislatures, parties and elections 
They attempt ro widen the scope of politics 
tty p»ditkxsmgd evelo p rn cw tal sub je cts » *a ch 
as health, edneebon. scie n ce s od tec hn o l o gy, 
environment, forest, common property and 
natural resources 

(hradoucally teoegb the VOs scrap* 
toualy keep out of politics and also hhe to 



identify themselves as non-political. In fact, 
disgusted with politics and public 
administration, some “good” politicians and 
some "good” administrators have given up 
politics and administration to enter into 
voluntary work. Governments have been 
jittery about VO*' political role. They smell 
in their activities, elements of insurgency 
and attempts towards destabilising political 
and governmental authority. 

Exactly opposite to this is a view held by 
leftist and radical political groups who see 
the VO s us strengthening the status quo, 
counter-revolutionary and aiding the 
conspiracy of the western world to halt social 
revolution in thcircounrriex. There has been 
a heated debate between progressive 
intellectuals and the communist party 
theorists (Karat 1984; Sethi 1985J. The 
communist party theorists have attacked such 
intellectuals as well as the VOs as falling 
prey to the imperialist strategy with their 
"eclectic and pseudo-radical postures... for 
howelsecanoncexplain the strange spectacle 
of imperialist agencies and governments 
funding organisations to organise (he rural 
and urban poor to light for their rights and 
against exploitation” (Karat 1984|. 

As to the direct political role of captunng 
political power, influencing political 
processes and performance of political and 
public institutions, the VOs have played 
practically no role. Barring stray cases of 
some VO leaders trying to enter into local 
government institutions through contesting 
elections or helping a party candidate hchind 
the scene, the VOs have neither participated 
into the mainstream politics nor have they 
tried to influence it from outside. This is 
understandable because t( was their 
disenchantment with politics and public 
administration that led them to voluntary 
action in the first place. They arc also worried 
about losing their credibility if they get 
involved tn formal politics. And they are 
worried that they would get caught in the 
whirlpool of power.struggle and dirty politics 
which they have been scrupulously keeping 
away from (Bhatt 1989]. There is thus 
considerable ambivalence in relation to the 
VOs’ political role. ()n the one hand whatever 
the VOxdo is supposed to be political insofar 
as all developments may be considered as 
having some political bearing. On the other 
hand the VOs get criticised and their 
credibility is questioned if they directly deal 
with any political issues or political 
personnel. 

Ttasos 

Towards the end of the 80s. several trends 
have surfaced and now that voluntarism has 
hccome both extensive and estabished and 
come to be recognised as a distinct sector 
in the country these trends need to be 
examined carefully. Most important are die 
ones that concern voluntary organisations 
themselves. It primarily deals with how they 
Conduct themselves. This cannot be ignored 
any more because voluntary work no more 
inspires the awe and respect that it used to 


in the 70s and the early 80s. 

With the proliferationof voluntary groups, 
there has also ensued competition, conflicts, 
rivalty and factionalism among voluntary 
groups. The trend of competing and 
contending groups maligning and 
undercut!] ng each other vis-a-vis government 
bureaucracy and funding agencies, has 
become clearly visible. Towards the end of 
80s, dissensions and conflicts between the 
activists and their organisations based on 
territorial imperatives, struggle for positions, 
fame and funds, had begun to surface. The 
fraternity and solidarity among VOs which 
is advocated so strongly has on the whole 
been weak except at the time of crisis and 
more as interest group (e g. when FCRA 
implementation is tightened). 

Internal management ofthe VOs is another 
problem. Most organisations are one-man 
organisations. The i nitiator-founder. as B axi 
puts it. is Swervambhu (Baxi 1986). He is 
neither appointed norelccted. Is he also self- 
perpetuating? The directors, managing 
trustees, co-ordinators have no fixed terms. 
They seem to be there for ever. With all the 
clamour about participatory and democratic 
processes few voluntary organisations have 
been able to sustain or cope with such 
practices within their organisations leading 
to dissatisfaction among members, splits 
and disintegration. Irregularity and even 
corruption in management of funds, juggling 
of accounts, diversion of funds in the name 
of flexibility, use of organisation's funds, 
facilities and infrastructure for personal 
purposes (something for which bureaucrats 
and politicians have been constantly and 
severely criticised by the VO leaders) arc 
becoming common practices. 

In the early 80s. one of the drawbacks of 
voluntarism frequently lamented was that 
they were not adopting professional 
approaches in their management. Profes¬ 
sionalism was recommended for increasing 
the effectiveness. Considerable profes¬ 
sionalism has now come into voluntary 
organisations. However, with professiona- 
lisalion. voluntarism is also tending to 
acquire the concomitant characteristics of a 
profession. In some areas they have become 
opportunities for employment or as one 
document rather harshly puts it "sliops fin- 
commerce”(PR1A l991:W].Scveraloutfits 
whoaredoing little more than consultancies, 
training and workshops on contract basts are 
set up with the legal and organisational 
forms of voluntary agencies This enubles 
them to receive foreign funds rather than 
survive in a market-place ax private 
consultancy firms have to do. 

Professionalism tends lo lead to a rather 
distorted pragmatism. This has become more 
evident sincetlie late 80s in the VOs' dealings 
with (be governmental systems. Instead of 
open and formal interaction or opposition 
arid confrontation (which is what is expected 
in (he value system and ethos of voluntarism) 
their modus operandi in dealing with the 
government is to use personal contacts and 
influence, favouritism and nepotism. all the 



traits (hat the activists have othfcntine so i 
severely criticised among thcpublicsjWems. 
With reference to the use of law by the | 
activists Upendra Baxi observes that instead i 

of turning around the institutions of law and j 

justice they use the decadence of the legal 
system as resource. Baxi warns against this | 
‘introjection’. a process by which one 
produces ail the pathologies and deformities 
of the system which one tries to change 
(Baxi 1986], 

The leadership also tends to acquire the 
characteristic of a professional; sophisticated 
and smooth but smug and manipulating. 
Both organisations and leaders are tending 
to become ostentatious. Austerity, simplicity 
and economy, which were once the hallmark 
of voluntarism and on which often voluntary 
leaders used lo browheat others, ore- being 
increasingly discarded. 

These trends do not augur well for the 
voluntary movement. It undermines their 
credibility not only with politicians and 
bureaucrats who continuously seek every 
opportunity to denigrate them but even with 
independent citizens in other sectors who 
have respected and supported voluntary 
action because it has been different and 
ethically better. There is also a growing 
disenchantment even within the honest 
elements among voluntary organisations 
about voluntarism itself.* 

Often, in defence, it is argued that there 
are other sectors and professions like this - 
the doctor*, the lawyers, the politicians, the 
bureaucrats, even the academics not to talk 
of the businessmen. Sometimes it is also said 
that what is happening to voluntarism is a 
part of broader societal trends and the VOx 
are no exception 1PRJA 1991:93]. But the 
VOs are an exception or should be. They 
came into being to counter certain societal 
and political trends and to set new ones 
Otherwise, there is no justification for them 
todemand all the funds, freedom and support. 

It cannot be ignored that the very basis of 
voluntarism is moral and ethical, and 
therefore, the defence thal what they arc- 
doing is whut everybody else is doing anti 
they jre only a reflection of what is going 
on in (he society is not sustainable. 

ACI'MIA H« I III: 90s 

Towards the end of the 80s many 
weaknesses, limitations, and what some have 
called “worrisome trends", hud begun lo 
surface. Having achieved so much M the 
grass roots level, the basic question of whai 
next has begun to nag the VOs. Then 
contributions in specific development sector-, 
in spite of all the success stories, have been 
limited because of the micro nature of then 
effort*. The basic conditions ol people huu- 
not improved in any significant way. Alto 
all. a* far as development sectors are 
concerned, the VOscuimnt replace the govern 
mcm 's delivery system alt over (he country 

Their attempts ut mobilisation of people 
for asserting ibeir rights and getting social 
justice have remained localised and limited 
to specific issue*. Moreover, people retc-i 
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ID *t«y in perpetual rtate of participation, 
mobtlitation andorganisation and to goon 
fighting on i**uc after in*ue. Experience 
anggeata that bi obi lination and participation 
are not necessarily incremental and 
aggregative processes. Peopk once mobilised 
and made active may also get depressed and 
inactive. The faith so strongly held m the 
early 80 * that these small grass root* 
achievements would "blossom into a macro- 
movement for alternative development" 
[Sheth 1984] seems to he shaking now 
Within thcNGO scene itself, there are sign* 
of aging. There seems to he an underlying 
current of exhaustion, stagnation, and 
perhaps, detection. 

About three years ago I attended a gathering 
of the VOs in Rajasthan. The mood wa* one 
of dejection. Most experiences related there 
suggested that the ptior and the deprived 
people with whom they had worked 
continuously for many years and incd to 
conscientise on isucs of equality, tuslicc. 
exploitation and oppression, did not care 
much for things other than tangible benefits 
Lust year 1 attended a similar gathering in 
Gujaral. Speaker after speaker mentioned 
the limitations of the micro-efforts and the 
frustration emanating from the fact that their 
ability to light the forces of corruption, 
oppression and injustice was very limited. 
While nobody explicitly mentioned, their 
faith in the people they were working for 
seemed to be shaken. 

In last couple of year*, whenever I have 
talked to activists and asked (he question 
what they think is the n>k of voluntnry 
aclion and what direction it would take in 
the 90s, there i» considerable uneasiness. 
Though some doggedly continue to Jo mine 
of the same, the more reflect ivc and sensitive 
among the VO leaders are beginning to feel 
restless. This perhaps suggests that among 
those who view voluntarism with a larger 
mission of social transformation ratherthan 
achievement on specific development 
activities in a specific geographical area 
have u feeling of stagnation. There are even 
odd cases of drop-outs. It may he very 
revealing to carefully examine the drop-out 
phenomenon. The drop-outs from the 
voluntary sector may in fact be highly 
sensitive, reflective and genuinely concerned 
people. They may have dropped out because 
they may see voluntarism as stagnating in 
spite of increased numbers, better 
infrastructure, and availability of funds in 
huge amounts unheard of only five years 
ago. They also sec voluntarism as not only 
decaying but alto losing its larger missions 
of social transformation. 

In spite of the many battles that the VO* 
have won in fighting against corrupt and 
oppressive state machinery, it has become 
clear that their micro struggles cannot make 
any dent on the nature of politics and public 
administration even tn their local area*. Whik 
in the last two decade* voluntarism has 
increased and become extensive so have 
corruption, social violence, lumpcnisaiton 
and brutalisation of politic* and a 
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comprehensive decay of public instil utions. 
The sc two oppttstic developments have taken 
place side by side. 

The question for the 90s is. bow far can 
(be VOs ignore what is happening in 
mainstream politics and government? In the 
face of decaying politics and public 
institutions, can social transformation be 
brought about without directly dealing with 
(lie question of changing and improving 
politics ami government? Activists have 
talked about alternative development but do 
not seem to have given any thought to 
alternative public systems that would bring 
about the alternative development. While 
everybody including the government wants 
voluntary groups to contribute to 
development, everybody, including the 
voluntary organisations themselves.expect 
voluntarism to remain apolitical. Even highly 
reflective and hroad-hased voluntary groups 
have, nothing to say about the existing 
political processes, selection of incompetent 
and corrupt people with criminal records on 
positions of power and significance, 
legislative and political behaviour, open 
violations of law* and rules by eketed 
representatives of pcopk and evenchanging 
them retrospectively if found inconvenient. 
Can social transformation, equality, social 
tusticc. dignity and self esteem for the poor 
and (he weak and a minimum basic physical 
quality ol llle-bc brought about when these 
kinds of political processes continue unahated 
and unchalknged? 

The challenge for the VOs if they want 
to bring about social transformation i« to he 
able to transcend their micro and apolitical 
approaches, self-absorption with their own 
organisations and act! vide* and lake up more 
macro jnd directly political agenda, the 
agenda.>f reforming ourpolilieal institutions 
and political processes. They will have to 
concern themselves with not only empow er¬ 
ing the people but also disempowering the 
politician* It i* not a matter of influencing 
a policy here or a legislation there. It is also 
not a mailer of talking vaguely about 
dcccntra lisat ion. plural ism. or secu I an sm (as 
developed countries and international 
institutions wanting to improve governance 
in developing countries do). It is a matter 
of bringing about concrete and specific 
improvement* in the institutions and 
processes of governance - legislative 
institutions and legislative behaviour, 
elections, political parties, political behaviour 
and political conduct of kaders. public 
administration and judiciary. This is a 
reformist agenda hut then modem vnlumanstn 
in spite of all its radical and progressive 
stances is essentially reformist (Baxi 1986). 

If the VOa do mu lake up the agenda of 
improving governance, and particularly, 
political reform*, there is an imminent danger 
that like Gandhian voluntarism, modem 
voluntarism too would decay and get 
fos* ilked. But if they decide to deal directly 
and explicitly with improving the 
governance, then they will have to do the 
following: (a) Clean their own house. They 
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will have in bring hack what might «ecm old 
fashioned virtue* of honesty, personal 
integrity, self-effacement and dedication 
Both their accounts and accountability will 
have to he clean and open. They will have 
to gather moral courage to weed out the 
charlatan* among them. If they do not Idee 
the government administered code of ctmduci 
they will have lode vise tbeir own mechanism 
of self-discipline and regtdation. They cannot 
ignore the fact that the foundation of 
voluntarism no matter of which variety, is 
moral. As B axi writes, "by definition activism 
can have no territoriality, no hegemony, no 
competition for power, no lusting for 
eminence in the media market, no questing 
forrecognilion or reward*" (Baxi 1986|;(b) 
The VOs wii I have to he concrete and specific 
in working out the improvement* in our 
public institutions and political processes. 
It would involve devising a whole set of 
policies, law*, rule*, regulation*, criteria, 
even constitutional change* where needed 
and implementing system*, (c) This would 
meancomingoutofthe self-absorption with 
one' s own organisational activities and forge 
alliances not only with fellow VOs hut 
concerned people from other sector*, id.) 
They may have to reduce their dependence 
on foreign funding, fc) The VOs will have 
to build on their grass root* strength and 
develop public advocacy, not by personal 
contacts and personal influence with 
individual bureaucrats and politicians but 
through open. f ormal and collective 
orientation. They should launch national 
movement for political reform*, and to 
directly and explicitly link micro action with 
the macro movement as was done so 
effectively during the independence 
movement hy the freedom lighters. And all 
this the VOs will have to do without losing 
their non-partisan and people-centred 
character. This i s indeed an onerous task but 
so is the mission of social transformation 
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Does Development Bid Help? 

A V Aran Kumar 

Development Aid Today edited by Abhijit Dasgupta and Georg Lechncr, Mosaic 
Books. New Delhi, 1995; pp vi-142; Rs 250. 


BRIGITTE ERLER in her book 1 severely 
criticised development aid for its lopsided 
peiccptionofdcvelopmentprogramme*. She 
based her argument on an evaluation of 
development projects in Bangladesh 
sponsored by different development aid 
agencies. Erierfound that instead of bridging 
the gap between the rich and the poor, the 
programmes were doing the opposite; some 
strengthened intermediaries, some led to the 
environmental problems, and more than that, 
this development aid was branded locally as 
the mechanism of suppressing popular 
protests. Therefore it is important to ask: 
docs development aid help the poor in 
developing countries? 

The answer to this question largely depends 
on the concept of development held by the 
aid agencies. Has the concept undergone 
substantial changes over the last several 
years? If it has changed, how has it influenced 
the donor perceptions of development aid? 
What are the new threats that development 
aid has to face in a markctiscd/globaliscd 
environment? The book under review, tries 
toopenupinteresting debates on these issues, 
taking as its basis. Fatal Aid. It attempts to 
address these issues from the donor point 
of view, from the receiver point of view and 
on the basis of an evaluation of the 
development aided projects in developing 
countries. 

International aid constitutes a substantial 
portion of resources at least in some 
developing countries. The World 
Development Report of 1990 observed that 
“a substantial increase in the resources for 
fighting poverty in the poorest countries 
appears entirely affordable. It is a matter of 
political commitment and the reassessment 
of donor’s priorities". However, the Overseas 
Development Assistance (ODA) from the 
OECD countries to the developing countries 
in fact had declined. 2 The country aid 
performance in recent years shows that except 
for a few countries all Development 
Assistance Committee (DAC) countries of 
OECD fell short of their commitment of 0.7 
percent of each coun try 'sGNP/Atthe same 
time available figures indicate that 
development aid has not increased according 
to the needs of time. In the 1970s it (target) 
was l per cent that has been brought down 
thereafter. Not only that, this limited aid 
disbursement will often be done connected 
togco-pohtical and ecooomtc considerations 


rather than the needs of the poorest among 
the developing countries. Thus, it is clear, 
there has been fall in the actual aid, and the 
principle, according to which sanctioning 
countries are selected. 

There is a prevailing tendency to identify 
the progress of nations with their economic 
growth rate. Recently, this perception has 
been questioned with the introduction of the 
Human Development Index (HDI). which 
serves as a better indicator to justify the 
assistance than mere economic criteria. 
Certain NGOs may try to achieve economic 
growth, whilecertain others invest in social 
sectors. One can also see the priorities of 
the aid agencies are different from one 
another. We have multilateral NGOs. 
bilateral NGOs and the 'common' NGOs. 
This book largely concentrated on the first 
two international aid agencies. Some of the 
case studies on development aid in India and 
Bangladesh give a confusing picture about 
the nature of assistance by these aid agencies. 
The examples are the construction of dams 
and power projects after environmental 
denudation; the adoption of labour saving 
technologies in the pretext of employment 
generation/ project formulation without 
studying the long run consequences etc. may 
throw doubt on development aid. In such a 
situation, one can question the criterion used 
for NGO intervention. Are there any other 
considerations that influence decision¬ 
making for development aid? This is a 
question that has been addressed in this 
book. This does not mean that all 
development aid programmes are oriented 
towards the short-term considerations and 
not helpful to the poor. One can only say 
that there are situations in which development 
aid is not directed properly. 

In this context, one also has take into 
account the priorities placed by the different 
multilateral and bilateral aid agencies in the 
provision of development aid in a changing 
world economic order. Most developing 
countries cut budgets in the social sectors 
under the new liberalised economic policies. 5 
Indiscriminate privatisation h* deprived 
millions of the poor from enjoying basic 
amenities which had been provided earlier 
by the government/ This has been largely 
on the grounds that the government cannot 
be efficient in most of developmental 
activities/ Thus, they have to leave them to 
market forces. The developed countries now 


subscribing to these liberalised view* have 
forgotten the fact that they attained their 
economic development in a protected 
environment The market forco* are merciless 
to the poor. Then responsibility for their 
development has to be taken up and must 
be shared by all others who have genuine 
concern over them/ Here development aid 
assumes importance. This does not mean 
that NGO intervention as such is the only 
alternative to government developmental 
programmes. Of course, the scale of 
government activities is incomparably 
different and huge in countries like India. 
Therefore, it may not be an interesting 
exercise to compare the scale of activities 
and efficiency in implementation of NGOs 
and the government. But. what will be 
interesting in a liberalised environment is, 
how the international development aiddonon 
fix up the priorities. 

Heinrich Debn in his articlq on 'German 
Development Co-operation Today: Some 
Lessons Learnt in India', and Sudarshan in 
his article '.*vomc Reflections tat International 
Development Aid' have tried to pose some 
questions on the philosophy of aid 
programmes, and feels that, the donor 
perception as well as the receiver perception 
has changed over time. Some of the articles 
in the book with the help of a few case 
studies confirm the prevalence of confusion 
andillmotivationinsumcof the development 
projects in countries like Bangladesh and 
India. Within the aid programme, aid has 
been provided in the form of grants and 
loans. When the economy face with the 
balance of payment deficits, the assistance 
in the form of loan* are provided only on 
a conditional basis. The donors use such 
situations to accept their demands which 
consist of intervention in the crucial areas 
of economic activities of the receiver 
countries. Experience shows that these kind 
of intervention hurt the long run interests 
of the majority of population in the 
developing countries. In fact, these 
limitations arc being used as one of the 
strong weapons against development aid of 
the multilateral and bilateral agencies. The 
people who criticise such intervention can 
say that after a few years of intervention in 
the rural areas, the present ability to stand 
independently within their limited means 
will completely give way to increased 
dependency on the external resources. This 
is considered as one of the doubts expressed 
against the intervention of the non¬ 
governmental development organisations. 

Within the receiver countries, die donor 
NGO* depend on the other field level 
organisations to implement their pro¬ 
grammes. Ann-Li she t Am hi her article 
‘How Do We Translate Development 
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Ideology into Action’ ban tried to explain 
some of the caxe* in which the programme 
can damage the rural *« up if the donor 
perceptions as wet) as the implementation 
gets wrong. The author argues against 
ideological culture-neutral applications of 
developmentobjectivcx. which look beautiful 
on paper and in policy declaration but which 
are difficult to obtain. Different NGOs have 
different perceptions on development and 
the way they implement programmes also 
varies from one to the other. Thus, it is clear 
that till now. no uniformity exists regarding 
the organisational behaviour of the 
management of these implementing agencies. 
The literature in this direction is also limited. 
This is the case of all the types of NGOs. 
Certain NGOs spend most of their time in 
introducing advanced evaluation systems, 
which often might be undertaken by those 
who are not at all familiar with the area in 
which the programme is carried out. This 
is evident in some of the ease studies 
presented by Hossanin Zillur Rahman in his 
paper 'Aid and Development in Bangladesh'. 

The book brings out the lessons from the 
international development aid with many 
examples to show how (he priorities in 
developing countries are formulated and how 
they ate implemented in a non-dcmocratic 
way This is clearly brought out by the article 
on ‘Technology Transfer: Some Aspects of 
the Bangladesh Experience' and on 
'Development Aid: The Experience of the 
Narmada Project’. In the case of the Sardar 
Sarovar Project, the World Bank has 
consistently claimed that it has had no say 
in determining the course of events. The 
article argues that it is not true. The influence 
began at the time the decision to go ahead 
with the project was itself being debated in 
India. One of the reasons for not giving the 
clearance at that lime wa« substantial negative 
impacts of the projects. But surprisingly, 
even before these bodies had cleared the 
project, the World Bank approved funding 
in 1985. Thus, the established project 
assessment procedures were by passed here. 
This finally changed minds of those who 
resisted the project on reasonable grounds. 
Now the project has been going through 
violations of all kinds, which arc the 
inevitable outcome of aid given under 
conditions stipulated by the development 
tgettcics. Similarly, a number of other 
examples of interventions in crucial areas 
ire discussed 

The book clearly explains the confusion 
regarding the philosophy ot development, 
the political economy of development aid 
and the short run. ill motivated interests in 
fixing; priorities and the rote of NGOs in 
•levelopiitg countries. Of course, develop¬ 
ment aid in desirable, It is desirable, if it is 
helpful in the endklion of poverty without 
< ausingjnng run unfavourable counequencm. 
if the larger interests of the p»mr and the 


majority of the population are protected, and 
if h hi followed in a democratic way. This 
requires a far more rigorous public scrutiny, 
with regard toils ecological, social, cultural 
and other impacts. Otherwise, it may not be 
desirable and in that situation, it is better to 
say no to it The book under review has not 
taken a stem stand on this issue, but the 
articles seemingly confirming it. The book 
would have been much more impressive if 
some of the field based unilateral NGO 
experiences had found a place in it. 

Note* 

1 Tndtrhe Hilfe (Fatal Aid) by Eller Brigitte. 
Drcisam Vedag Freiburgi. Br. 1985. 

2 The* official development assistance of OECD 
countries coast itutes about one third ot the 
total loicrnaJKinaJ assistance to developing 
countries See UpeadnuuSb C 'International 
Aid to Basic Needs and Education for Ail - 
The Indian Case'. Actio a Aid. unpublished. 

3 ‘The- Reality of Aid 1994: Aa Independent 
Reviewof International Aid'.ActionAid. 1994. 
Bangalore. 

4 Fora detailed discussion oa the technological 
change and its impact on employment 
generation sec. Vmod Vyasulu. 'Research 


Priorities in (he Non Farm Sector - , Ml Unit. 
ISHC, 1992, unpublished. 

5 Fur details see Veeraaekhanpp*. Impact of 
Structural Adjustment oa Working CW. The 
Indian Journal of Labour Economics, Vol 35. 
No 4. 1992. 

6 Foradetaiieddiscursioa on these (dated issues, 
see Vmod Vyasulu. Rajasekhar. ladira and 
Fooja Kaustnk. Towards a political economy 
ot the Economic Policy Changer'. Economic 
and Political Weekly. Vol 2ft. No 3*. 
■September. 1991. 

7 SceSKaghuram. HSieversaad Viaod Vyasulu 
(eds (.1995. Structural Adjustment: Economy. 
Emsronnmt, Social Concern. Macmillan. New 
Delhi. The development related issues is 
context of the structural adjustment pro¬ 
grammes in developing countries are discussed 
■a the introductory chapter of this hook 

X lathis direction. sustatnableiiKoinegeivenaiag 
activities have to he taken care ot and to be 
studied, wherein. Die pour can find employ¬ 
ment. A number of papers in this connection 
were prepared to kink into the employment 
potentials of the rural non farm sector in India. 
For example see Vmod Vyasulu. B P Vasuaad 
A V Arua Kumar. Kbadi aad Village 
Induxne*. A Study r4 Employment. Production 
and Disbursement'. RBI Unit. ISHC. 1994, 
unpublished. 


Designing Participatory Training 

Mmu N Kullutrni 

Visualisation in Participatory Programmes (VIPP): A Manual for facilitators 
and Trainers Involved in Participatory Group Events. UNICEF. Dhaka. 1993. 
Another Point of View: A Manual on Gender Analysis Training for Graasroots 
Workers by A Rant Parker; United Nations Development Fund lor Women. New 


York. 1993 

PARTICIPATORY training programme*, 
participatory rapid appraisals (PRAs) 
participatory planning, a-scarch. evaluation 
and monitoring have now been recognised 
as necessary tools for development planning 
and training. Participatory techniques have 
alxo become esoteric and romantic in which 
grass roots workers are holding their 
monopoly in practising this esoteric social 
science and trying to mystify these 
participatory techniques. Suddenly 
development planners have discovered 
"people" and "participation” as (heir 
prescriptions and those who do not prescribe 
these arc treated as development heretics 
The hi-tech computer-oriented programme 
planners cannot provide, unfortunately, any 
guidelines to development planners on the 
techniques of peoples' participation. These 
two publications therefore provide wane 
interesting ideas on how to plan tic vekipment 
training in a participatory manner. 

VIPP was originally tried by a group of 
trainers at the German Foundation for 
International Development headed hy Carl 
Kohlbach who introduced Metaplan 
Visualisation techniques in agricultural 


extension training for German Technical 
Co-operation (.UTZj.Thc cssenna I spirit was 
todcxign training in whi -h decision-makers 
and those affcccd by the irOctas ions visualise 
thcirprobkms. needs and solutions together 
resulting in common action The main feature 
of VIPP Is through role ol a moderator or 
facilitator, help a small training group of 
15 -20 to evolve collective ideas for action 
These ideas arc visualised on cards and 
paper of different sires, shapes and colours 
and placed on pm boards throughout the 
group process to get to know the several 
ideas of those participating w VIPP session* 
The VIPP technique is effective xibreaking 
down hierarchical relationship* and getting 
the' trank" view* otthcrrammg-pariKapanu. 

The humanistic and democratic aspects of 
VIPP ate considered valuable training 
strategics. But one is not clear J*v» these 
"agreed upon" eonclustoft* or view* are 
im p le ment ed The prohkm withparocapawry 
technique* is that they only remain 
participatory without being operational. 
What happen* after the VIPP' Whether At 
consensus has been earned forward ’ In any 
hierarchical organisation the opinion* of the 



“lower" (.mick are frowned upon by the 
"higher” ones. The author has narrated 
examples cifKcveral applications of VIPP in 
Bangladesh. “In a three day retreat the VIPP 
facilitator brought together officials of the 
Public Health Engineering Department. 
NGOs national and international to plan a 
programme for social mobilisation for 
sanitation encouraging to work with NGOs 
and to give up the idea of monopolising 
latrine production and sales thereby 
stimulating the private sector. They«-were 
further refined through further workshops 
which involved even a greater number of 
allies such as religious leaders and service 
cluhs" (p 143). But we do not know the 
outcome of these VIPP sessions: did the 
public health engineering department in 
Bangladesh got influenced by VIPP to 
change their style and strategy and whether 
the private sector got involved? 

Similarly. VIPP was used for ‘Mobilising 
forMothcr'sMilk' through acoalition which 
identified major strategies and tasks to he 
achieved. "After 20 months of operation the 
coalition came together for another three 
day VIPP." After that we do not know what 
were the outcomes. Whether the coalition 
has popularised the hreast-leeding practices 
among the mothers of Bangladesh'' What 
has hecn achieved as a result of VIPP? 

However. Rani Parker's Ixxik deals more 
with operational aspect of training. The 
distinction between sex and gender needs to 
be clarified. Sex has to do with how wc are 
created whereas genderhas todo with social 
requirements about who should be. Sex 
cannot Ik changed (only women can give 
birth, only men can supply sperm). Gender 
is changeable (women can do traditionally 
male jobs, men can take as good care of 
children as women). A complete Gender 
Analysis Matrix (GAM) helps indetermining 
different impacts of development 
interventions on women and men. The matrix 
has four le vels of analysis, viz. women, men. 
households and the community and four 
catcgoriesof analysis, viz. potential changes 
in labour, time, resources and soeio-cultural 
factors foreach jevelot analysis. This is fine 
as far as it goes But the biggest problem 
in gender orientation training is how to 
convert the gender-blind planner intogender 
conscious one. Gender-blind planner docs 
not recognise that gender is an essential 
determinant of the life choices available to 
us in a society. Most ol our bun.aucral- 
tumed-planners never o insider gender as an 
issue ill sector development exercises %.-ctors 
like agriculture, horticulture, sm.ilf.scule 
irrigation, fisheries, and tourism are highly 
gender sensitive In the wake of structural 
adjustment programme these sectors art- 
exposed to structural disequilibrium and 
women arc likely to be .dlccted m large- 
number. Rani Parker has not used in her 
GAM technology as a factor lot gendci 

» 
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analysis. Technologies have also to be 
assessed not only in terms of economics of 
scale but also in terms of their gender 
sensitivity. With modernisation and 
technological upgrade lion the traditional 
roles of women in industries is fast changing. 

In Goa, earlier, women used to carry out 
small-scale tourism activities like laundering, 
cleaning and other service activities, but 
with the upgradation of tourist hotels as star 
hotels and with mechanisation of laundry 
operations, women have been thrown out of 


their assured .jobs. Tfoswait not antic ipated 
by tourism promotion diehards and they 
never attempted gender analysis in the 
tourism sector before they launched the 
modernisation. Similarly, in fisheriesacctor 
with ungbaled mechanisation of fisheries, 
traditional fisberf wo)menhave been thrown 
out of fishing operations (Fish, Curry and 
Rice-A Citizen's Report on the Goan 
En vinmment. EcofomnvGoa, 1993). In such 
sectors gender analysis at all stagesof project 
cycle would have helped the working women. 
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SPECIAL ARTICLE' 


Report of Itenth Finance Commission 

S Gttbut 

In the sequence of Finance Commission Reports, the Tenth Finance Commission ’.«is amom i» the outstanding ones. 
The commission has had to carry out its remit in a particularly difficult fiscal situation. Its projections oj resources 
and requirements may not turn out to be realistic, but they set fair and reasonable goals. The commission has been 
stingy in respect of vertical shares and debt relief but in the current fiscal context this is not unforgivable. The adoption 
of an identical formula, predominantly based on population and the distance criterion, is a reform that is sound and 
progressive in its economic logic. The grants to local bodies, the establishment of a National Fund for Calanutv Relief 
and the chapter on defence expenditure are noteworthy initiatives. The 'Alternative Scheme’ suggested h\ the 
commission, though flawed and inadequate in its present form, may prove to be an important contribution if it stimulates 
thought and action on a rational restructuring of federal fiscal transfers. 

This paper evaluates the recommendations of the Tenth Finance Commission and outlines a scheme offederal fiscal 
transfers which, the author argues, is an improvement in several respects over the ‘Alternative Scheme" proposed by 
the commission. 


I 

The Fiscal Scenario 

IN keeping wilh (he puranic tradition 
according to which (he 10th incarnation of 
god ( dasavatar ) takes place in the era of 
depravity ( kuliyuga ). the Tenth Finance 
Commission (TFC) has had to undertake its 
labours under an unprecedentedly grim fiscal 
scenario at the centre and in (he stales. The 
trends and dimensional magnitudes o! fiscal 
imbalances in Tables 1 to 6 portray the 
scenario. Table I will show that during the 
award period of the Sixth Finance 
Commission 11974-79) the ie venue accounts 
at both levels were in surplus. 1 Consequent 
on a sizable increase in tax transfers to states 
made by the Seventh Commission, the 
centre's revenue account went into a small 
deficit and that of the states into a surplus 
in the subsequent quinquennium (1979-84I. 
In the next five years (19X4-89). the states 
as a whole registered a marginal deficit 
while, on an average, revenue deficits at the 
centre rose to more than live limes their 
absolute level in the previous period. In 
1989-90. there was a sharp escalation in 
revenue deficits at both levels, particularly 
in the slates. There has been a sertous 
worsening since then all through 1990-95. 

()f particular concern is ihc fact dial the 
incidence of large revenue deficits lias not 
ahalvdduriilg 1991-%. a period of so-called 
fiscal consolidation' under the new 
economic policy initiated in 1991. Table 2 
shows dial the gross fiscal deficit in the 
central budget did gel reduced according to 
target in 1991-92 ami 1992-93. but went 
seriously offtrack in 1993-94. and is expected 
t«. be brought hack to die level of h.6 to 5.5 
per cent nl GDF in 1994-93 tkc vised 
Estimates land 1 095 . 9*1 Budget Fjitimuk:*). 
The revenue deficit has proved to he more 
intractable than die fiscal deltcit In 


1993-94, when the fiscal deficit went out 
of hand, it was 7.5 per cent of GDP (still 
below 8.3 per cent in 1990-91) while the 
revenue deficit at 4.1 per cent went even 
above the pre-reform 3.5 per cent level in 
1990-91. As a proportion of the centre's 
fiscal deficit, its revenue deficit has steadily 
increased from 41.6 per cent in 1990-91 to 
as high as 61.7 per cent in 1995-96 (BF.) 
The implications of this are clear. First, 
revenue deficits have remained not only a 
persistent but an increasingly important 
contributory cause to fiscal deficits. Second, 
the pnrposcd reduction of the fiscal deficit 
to 5.5 per cent of GDP in 199S-96 from 8.3 
percent in die pre-reform year of 1990-91. 
with no reduction in die revenue deficit 
between these two points of lime, implies 
that Ihc only option that the central 
government ha> found feasible is to curtail 
capital expenditures' it has been unable «,* 
unwilling to reduce the current ac count deficit. 

Central transfers in die revenue account 
include shares in taxes and statutory grants 
recommended by the Finance Commissions 
as also plan grants (for state plans and 
centrally assistedor sponsored schemes) and 
non-plan giants (such as for the relief of 
natural calamities 1. Tltc purposeol Tables 3 
and 4 is to bring out (lie sigmifieanc e at Kith 
levels of centre-slate revenue transfers and 
the role ot the Finance Commission in 
mediating them. Table 3 shows that gross 
central revenue transfers during 1990-95 
•mounted to about 40 per cent of the centre's 
gross revenue receipts (lax and non lax land 
to a similar proportion of states aggregate 
re venue receipt*. Table 4 shows that transfers 
under the aegis of the Finance Commission 
have constituted about 60 pet cent of such 
central transfers. 

Tables 5 and 6 bnng out the impact ol 
Finance Commission transfers on the non 
plan revenue accounts at the two levels. 


After effecting these transfers, the centre’ 
account was tn deficit in four out of ftv< 
years during 1990-95 (Table 5). As far a 
die states were concerned, their non-pbi 
revenue account registered deficits in all fivi 
years (Table 6). The predominant part o 
Finance Commission transfers are the share 
available to all states in personal income u: 
anJ in basic union duties of excise. The* 
have rcmainc. 1 respectively at 85 per cett 
and 40 per cent or a Itttlc less since 1975 
What Tabic 5 'hows o that the centre : 
unable to meet its ■'bligations for slalutor 
transfers even at this constrained level. C 
the other hand, as Table 6 shows, the lev* 
ol translcrs is clearly less than adequate f>> 
covering the non -plan revenue deficit* of tb 
states, tn others words because of. an 
despite, stagnani orofwrtr >nsot'tax sharin' 
ajx-rsisi -ntdtsnmcuonbascmcrgedbdwee 
the needs of ihc state* and the ability of th 
centre to meet them. 

This is the bleak background in whtc 
the TFC has had to Iramc it* scheme fi 
central transfers for the award period «. 
1995-2000 The core ot its scheme cooshe 

ol tat protections, on a hroad normaliv 
basis, ot revenues and expenditures at t. 
two levels so as to bridge the gap bet we* 
the centre’s capacity and the stales' nccc 
(h) the hast* for vertical sharing 4 .' 
shareable taxes bet weed Ihc two level*, a" 
(c) die formulae (or horizontal sharing of tl 
devolved amount between the states an 
cotvsequent toil, the determtnatinnspeed 
revenue gap grants to the state* which wwi 
remain still in deficit Other issue* dealt wi 
by the commission include distribution 
addit ion*I excise duties m licuof sale* tax < 
grant* in lieu ol tbv repealed tax 00 ratfw 
passenger I are* graul* !.* upgradation 
certain service* m the- state*, grants f 
1 aitunttv rebel. giant* fit local Ksdte* m 
* **heme lordcN ivltel Most interesting^ 
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Che commission has also presented an 
’Alternative Scheme of Devolution' which 
has the potential for initiating long-term 
reforms in centre-state fiscal transfers. 

In the subsequent sections, we shall 
evaluate how (beconunissionhux approached 
these difficult andwide-ranging tasks. Before 
entering the substantive discussion, it is 
necessary to comment on an administrative 
aspect relating to the TFC. In his note of 
dissent to the Report of the Ninth Finance 
Commission. Justice A S Qureshi regretted 
’the extreme casualness on the part of the 
imion government’ towards thai commission 
citing in this connection delays in the initial 
appointment of its member-secretary, his 
replacement at an advanced stage of the 
commission's work, and leaving a member’s 
vacancy unfilled for 10 months. Similar 
problems have been encountered by (he Tenth 
Commission. Once again, the vacancy 
created by the resignation of one of its 
members was kept unfilled for nearly 10 
months; the member-secretary was 
transfenred. lOmonlhs prior tothc completion 
of the report: and a now Hconomic Adviser 
to the commission loined lust five months 
before the end. So inuch for (he way in which 
the ministry of finance has dealt with a high 
constitutional authority. 

11 

Core of the Report 

Scon-. u-1 ur Risk mi 

The terms of reference forthc commission, 
issued by ihe central government, were 
sufficiently confused to give rise to doubts 
about the scopeoftlie commission's exercise, 
namely. whetlicrits recommendations ought 
to cover the entire revenue account of the 
states (plan and non-plan) or only the non¬ 
plan component. On one hand, the 
commission was asked (o lake account of 
states’ requirements for meeting non-plan 
revenue expenditures and the committed 
liability on plan schemes completed by 
March 31. 1995. While these terms of 
reference implied that the commission was 
in focus on the non-plan revenue account, 
some othfcr guidelines, by requesting the 
commission to keep III view the potential for 
raising additional taxes (which is a resource 
for meeting plan outlays) and the need fi? 
generating surpluses forcapital investment, 
mplicd that ihe TFC could ingress into plan 
mancing. The TFC has taken the view that 
n theory ’’there i> a clear rationale lor the 
-inanccComftiission lodcal with die ic-vcnuc 
iccountas a whole, and not merely the non 
ilan revenue expenditure" However. itha» 
dso noted the ambiguity in its terms of 
cference and the practical difficulty- 
vaulting from the fact that its award period 
1995-2000) in pan overlap* with, and in 
Wtt extends beyond, the F.ighth Wan period 
,1992-97 j. In view of ihe latter, the 


commission has confined the scope of its 
exercise to the non-plan revenue account. 

While the commission’s eventual decision 
on this issue is sound and sensible, its stand 
that Finance Commissions have a ‘clear 
rationale’ for dealing as well with the plan 
revenue account requires to be challenged 
in some detail. This assertion, unsupported 
by any reasoning, ignores not only history 
and practice but alsothe logic of the planning 
process and the role of the Planning 
Commission in implementing it. By way of 
historical background, it may he pointed 
out that while the Constitution specified 
shareable tuxes (under Articles 270 and 
272) and grants-in-aid (under Article 275) 
as the xourret for the FinanccCnmmission's 
transfers, it did not delimit the nature of the 
nerds - revenue and/orcapitui, plan and/or 
non-plan - to which they couldhe addressed. 
This was so because the planning process 
had not been initiated when the Constitution 
was adopted in 1949. The First Finance 
Commission (1952-57) made nodislinctirm 
hetween plan and non-plan revenue 
expenditures. Tltc Second Commission 
(1957-621 was specifically required tocovcr 
plan requirements as well. So was the Third 
Commission (1962-66). However, in 
deciding on its report thecentr.il government 
accepted its recommendations <mly in respect 
of the non-plan account agreeing in this 
respect with the dissenting minute of its 
member-secretary. The FouithCommissinn 
1 l966-69)wcnt into this question on its own 
and chose not to enter the plan account for 
rhe following reasons. 

When the provisions regarding union-stale 
financial relations were incorporated into 
the Constitution, it was not possible for 
anyone In anticipate tin- importance and 
magnitude ol our successive live-ye.ir plans.., 


it is. however, necessary to note (hat the 
importance of planned economic develop¬ 
ment is so great and Its implementation so 
essential that there should not be any division 
of responsibility in regard to any element 
of plan expenditure. The Planning 
Commission has been specially constituted 
for advising the government of India and the 
state governments in this regard, h would not 
be appropriate for the Finance Commission 
to take upon itself the task of dealing with 
the stales* new plan expenditure. 2 

The position arrived at by the Fourth 
Commission was formalised in the terms 
of reference to the Fifth (1969-74). Sixth 
(1974-79). Seventh (1979-H4) and Eighth 
(19R4-R9) Commissions by requiring them 
to confine their recommendations to the 
non-plan revenue account. A consistent 
practice was thus maintained over two 
decades. Unfortunately, the Ninth Finance 
Commission (1979-RO, 19R0-R5) was asked 
lo go into the plan account as well. The 
unwisdom of this decision was only to he 
confirmed by the procedures adopted by (hat 
commission. Without any consultation with 
the Planning Commission, the Ninth 
Commission arrived at its own estimates for 
so-called ‘minimum plan revenue 
expenditures’. the post-devolution non-plan 
surplus or deficits in individual states for 
meeting Ihem and ’plan deficit’ grants 
required to fill the gap. The arbitrary 
procedures followed by that commission 
resulted in a variety of distortions and 
inequities which I Jwvediseussedelscwhcrc. 1 
It is. therefore, welcome that the terms of 
rclcrencc for the Tenth Commission have 
reverted back - albeit not as explicitly as 
one would have wished - to earlier practice 
and that the commission has accepted this 
position - albeitonly on pragmatic grounds 
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There i*. in fact, a'ckar ration ale' fortbc 
Finance Coauntuko not dealing with the 
plan revenue account. Planning in a 
continuous proceax entailing annual 
adjuatmenU to plan allocation*. They are 
beat adminiatered by a at ending body which 
i* continUoualy involved in. and 
knowledgeable about, the plan aa a whole 
at the centre and among the state*. The 
Finance Commiaaionappe an anddi* appears 
once in five yean; and. such a body ha* 
neither the continuity nor the competence 
to get involved in plan resource aHocation*. 

Having taid thia. H ia important tounderline 
the need far the two commiaaion* to function 
in tandem in coordinating resource transfer* 
to atalea. The precondition for this is that 
award period* and plan perioda mu*t he co- 
tcrmintia no that it will be possible to take 
a view of resources and requirement*, non¬ 
plan and plan, at both levels of the federation 
in an integrated manner. This had been 
recognised in earlier period* a* Table 7 will 
show. The di*junction between the span* of 
the two commission* was corrected in the 
Third and Fourth Finance Commissions with 
consistency being maintained in the Fifth 
and Sixth Commission*. However, the 
discrepancy reappeared again in the Seventh 
Commission and was carried over into the 
Eighth. The problems created by the de- 
synchronisation of theuward andplanpcriods 
were commented on at some length hy the 
Eighth Commission and it recommended 
that they should be synchronised in 
constituting future Finance Gunmissnin*. 4 
This advice was followed in Ihc case of Ihc 
Ninth Commission. The two periods were 
sought to he made congruent again by 
requiring that commission to submit I wo 
report*, the first for l9H9-yt>(ilic final vcai 
of the Seventh Plan) and Ihc second for 
1990-95 (the originally scheduled period ol 
the Eighth Plan). Since, however, the Eighth 
Plan actually commenced only in 1992 the 
TFC’s award period (1995-2(100) and the 
plan perilid( 1992-97) have once more fallen 
oul of line. 

The TFC has drawn pointed attention to 
this issue in the following observation* 

We were conskfc rarity handicapped in our 
work by the fact that the penod ol our report 
dues not coincide with the period ot the 
plan... We believe it is important to 
synchronise the period of recommendation* 
of a Finance Commission with ihat ot a Ixve- 
Year Plan. In the past, due recognition was 
given to this factor and up to the .Seventh 
Commission the penod* were synchronised. 
The issue i* urgent and should fa- de-alt with 
wNWdtlerwiningthef«rv'<ifisihe next plan.' 

In effect, then, the options now availahlc 
lor re-synchronisation arc to have a three 
year plan for 1997 -200U or to terminate the 
award of the TFC at the end of 1996-97 and 
wxistttWB the Eleventh Finance Commission 

for 1997-2W3 to coincide with the Ninth 
Plan period, The latter of the two options 


could go along with the Alternative Scheme' 
for devolution which the TFC has proposed, 
aa issue which we sfatll discus* at the end 
of this paper. Unlcna one or the other of these 
options are taken, the disjunction between 
thetwoperiod* will get perpetuated and will 
seriously jeopardise fiscal co-ordination 
between the two levels and. horizontally, 
between the plan and non-plan accounts. 
Such co-ordination, it should be realised, 
will he particularly important during the 
process of fiscal consolidation that India has 
to put through, sooner than later, in the 
coming years. 

Ran imatkjn up Risouiim 

AND KfXg'IRLMEVt S 

As a preliminary toils scheme of transfers, 
the TFC .like its predecessors, has come out 
with protections of revenue and expenditures 
in the non-plan account at both levels. The 
projections arc based in part on (optimistic) 
expectations and in part on (pious) 
exhortations, in the process marking up 
revenues and scaling down expenditures vri- 
it-vi.\ those forecast by the centre and the 
slates. In general, the commission's 
assumptions relating to real growth in the 
economy. inflation, tax buoyancies, the 
impact of inflation on expenditures and Ihc 
norm* it has proposed in respect ol interest 


receipts, return* from irrigation, power, 
road transport undertakings and public 
sector enterprises (at both levels) would 
appear to be realistic if they arc 
understood - as they are meant to be - as 
reasonable targets to be achieved through 
greater fiscal discipline on the part of the 
centre and the states. While defence 
estimates have been kept at the GDP 
percentages forecast by the centre, the 
Chapter on 'Natipnal Security' contains a 
number of concrete suggestions to help 
evolve “an integrated. co*i-effective system 
of national security". The commission has 
specifically recommended that a high power 
committee should be set up “to review the 
entire security scenario - internal and 
external - and determine the role, orgaiusa- 
lii m. equipment and funding requirements 
ol various agencies. " (Let u* hope that if 
and when such a high power committee is 
set up. it will also lie chaired by tbc chairman 
of the TFC with liis rich cxpci iencc as a 
tormcr union minister of defence) 

In two respects, however, the TFC s 
assumptions would appear to he printajacie 
unrealistic One is that it has not provided 
for t he additional expenditure requirements 
tbai will he entailed by the Fifth Pay 
Commission (now in sex<ion)for the centre 
ot pay revisions (hat are likely to follow suit 
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in the states. The second is the assumption 
that aggregate subsidies ut the centre will he 
kcptattheirnominal 1994-95 levels andthut 
food subsidies in the stoics will gctcomplotely 
phased out by 1999-2000.'' Another point to 
be underlined is that the interest outgoes 
projected by the commission will bercalislic 
only if fiscal adjustment takes place up front 
in 1995-2000 for otherwise higher levels of 
borrowings in earlier years will escalate the 
overall interest estimates. 

It is a matter formuch disappointment that 
the TFC. while reviewing the centre’s 
forecasts, has not referred to the need for 
better enforcement in the collection of the 
shareable taxes. High levels of tax evasion 
in personal income taxes and in excise dut ies 
have seriouslyjeopardised the revenues that 
the states could expect to get from these two 
sources. The Tax Reform Committee, under 
the chairmanship of Raja Chcliiah. had 
pointed out that not more than 30 to 35 per 
cent of legally taxable incomes in India are 
being disclosed for personal income taxation. 
It has estimated that ifahOpcrcentdisclosure 
is enforced and the average effective tax rate 
is improved from the current 16 per cent to 
20 per cent, the yield from income tax would 
goup to 2.5 times its present level.' Similarly, 
there is clearly much scope for improving 
excise yields through tackling lax evasion. 
Given this background, the commission's 
silence on the importance olVurbing evasion 
in improving receipts at both levels and the 
centre' x responsibility in the matter is indeed 
a serious lapse. 

The NFC itself has not been unaware that 
its forecasts may amount to 'whist ling in the 
dark' Ur a greater or lesser degree. Vide the 
following observation: 


Our projections of revenue and expenditure 
for the period l99<:-96 to 1999-2000 set oul 
the direction in which policies lo restore 
liscal balances have lo move and provide 
a picture ot what should happen in the five- 
year period il these are undertaken... If in 
actual practice the picture iura< oul lo be 
worse than what is being projected, even our 
conservative assessment ol whai can 
realistically be stone would have been proved 
wrong. It is a perpetual battle between hope 
and experience." 



While.sharing the commission's sentiment 
that in the perpetual ball Ic hope will triumph 
over experience, it is necessary to point out 
that it |x experience that has consistently 
belied the projections of Finance 
Commissions in the past. Tabic X shows die 
track record of the Seventh. Highth and 
Ninth Commissions Tables 9 (centre) and 
(0 (stalest compare ill one view the Ninth 
Commission's protections tor 1990-95 and 
the TEC's estimates lor 1993-2000. They 
showt a)how awry thcNinth Commission's 
estimates have gone: and (hi how a very 
significant improvement needs to take place 
if the Tenth Commission's ex|M.viations are 
lo be realised. The discrepancy between 

«f«> 


actuals arid projection* basin effect resulted 
in lower plan outlays and/or a much larger 
proportion of plan /utlayx getting financed 
through borrowings at both levels and deficit 
financing at the centre. Within non-plan 
outlays, il hus resulted in the crowding out 
of maintenance and non-salary expenditures 
given growing liabilities on salaries. 

DEVOUT ION UP SltARbABIJi TaXRS 

We can now turn to the nub of the report 
which relates to the vertical sharing between 
the centre and the states (os a whole) of 
income tax anil basic duties of union excise 
and the horizontal distribution of such tax 
sharing inter xe among the slates. 

Vertical Shares 

Table 11 compares vertical shares 
recommended by previous commissions with 
that recommended by the TFC. During the 
Eighth and Ninth Commissions, the income 
tax share for the states was 85 per cent and 
the excise share was 45 per cent. Of the 
latter, the Eighth Commission earmarked 5 
percent for the deficit states while the Ninth 
Commission increased the earmarking to 
7.425 per cent. The TF'C has reduced the 
income tax share to 77.5 per cent and has 
offset the reduction by increasing the excise 
share to47.5 percent. In the net. taking the 
two taxes together, there is no increase in 
Utc states' share. Of the excise share. 7.5 per 
cent has been earmarked for deficit states 
The commission has based its 
recommendation to reduce (he income tax 
share from 85 lo 77.5 per cent with a 
countervailing 2.5 percent point increase in 
the excise share li e. from 45 in the Ninth 
Commission to 47.5) on the consideration 
that the centre, being the authority which 
levies and administers the income lux. 
"should have a significant and tangible 



interest in its yield.” The implicit! 
the centre has lorn interest in the le 
or collection of income taxes becau 
a high proportion of it has to be shar 
the states is a sad comment on cento 
co-operation. Nevertheless, a lessen 
the states could be hoped to be a i 
on continual concessions in inconn 
as evidenced in the central bud; 
1993-94. 1994-95 and 1995-96- 
induccmcnt for stricter enforcemei 
collection. In the final analysis, hi 
income tax yields will improve onl 
the centre comes to believe that vt 
lo be its own reward. 

The states have every reason 
disappointed that the entitlement av 
to ail states (i c. leaving out the resc 
for deficit states) has actually dcclin 
reference to the Seventh Commission' 
for as far back as 1979-84. Compare 


Tabif 7: Pian Ptwoiis ani> F'inan 
Commission Awash Pmioik: 1951 



Plan 

Fin 

Comr 

1951-52 

Rest 

. 

l')52-56 

first 

fi: 

1956-57 

Second 

R 

1957-61 

Second 

Se 

1961-62 

Third 

Se 

1962-66 

Third 

Tf 

1966-69 

Annual plans 

Fc 

1969-74 

Fixirth 

Ri 

1974-78 

fifth 

Si- 

1978-79 

Rolling plan 

Si: 

197')-8ll 

Rolling plan 

Sc 

19X11X4 

Sixih 

Se 

I984-X5 

Sixth 

Fj 

I9XS.X9 

Severn h 

Hi 

19X9-9(1 

Seventh 

Ni 

1900-92 

Annual plans 

Ni 

1992-95 

Liglah 

Ni 

1995-97 

Eighth 

le 

1997-2000 

PlKl-eighth 

Tc 


Tabi i- 5 : CbVTSF.’s RrvfcMfc Aicorvr Al l fr Siatitohv Tsavsff.rs. 1990 95 

<R> 


item 

1990 91 
Actuals 

1991-92 

Actuals 

1992*93 

Actuals 

199.3-94 1 

Actuals 

111 Pri'-itevoliHum revenue surplus 

10995 

1X123 

23798 

15930 ; 

(2) lax sJiarts i4> Malo 

14535 

17197 

20522 

22242 : 

|3| Finance Commission grants 
(4) Revenue surplus alter 

2402 

2114 

2073 

1786 

statutory transient (1-2-3) 

-5942 

-IIXX 

+ 1203 

-8092 

Soun e ( ekitnd Bud gel documents. 

T.vbi f.6: SiaTf'n RhVFM i. Allis’S! aftfr SiAnnonv Thansffrs: 1900-95 

(R 


1990-91 

1991-92 

1992-93 

1993-94 i 


Actuals 

Actuals 

Actuals 

RF 

ill Pre-devolution revenue sutplus 

-17X13 

-217*31 

-25349 

-28699 

(2) lax shares 

14242 

16848 

20580 

22422 

(3i Finance Coninusston grants 
(4) Revenue surpfu* alter statutory 

2168 

2120 

2117 

1941 

i masters (1+2+3) 

-1403 

-2823 

-2652 

-4336 


Note: Figures m rows 2 and 3 will slightly differ irotn those in Table 5 tveause of the dtffei 


sources. 

Source: RBI Surreys of Stale Finances (annual issues). 


(■iiinivnir Mint tardtlcj**! Wimt r tv ApihI 7' 




p m cent 19 income Ux and 40 per cent in 
exqiac in tbe Seventh, and Eighth 
Commission*. the percentages became 85 
and 37.575 respectively in the Ninth. The 
TFC has. in net effect, maintained them at 
level* equivalent to 85 and 37.5. The 
stagnancy in vertical sharing clearly 
disregards the growth in the needs of the 
states over two decades. Although, in the 
current all-India Fiscal scenario, the TFC 
might not have been able to significantly 
improve vertical sharing itcould have at the 
very leastmaintained the shares available to 
all states during the Seventh und Eight!) 
Commissions. Allowing for the reduction in 
the income lax share and tlie earmarking 
proposed for deficit stales, that would have 
meant 77.5 per cent in income tax and 50 
per cent in excise. 

The earmarking of a portion of the excise 
share for post-devolution deficit states is a 
'bad practice’ begun by the Eighth 
Commission and continued by tlie Ninth. It 
gives amislcadingimpressionof the universal 
entitlement for all states in excise shares and 
conceptually confuses (he tolcs of Articles 
270 and 272 of the Constitution with that 
of Article 275. It is unfortunate that the TEC 
should have persisted with these affronts to 
transparency and logic. 

Two other issues need comment before 
taking leave of the aspect of vertical sharing 
One is the question ol non-slt.ircable 
surcharges on income lax (Article 271 1 which 
have been levied by the centre for long years 
although they arc meant to meet limited 
emergencies. The surcharge was lev ted. m 
one form or another, continuously lot 34 
years up to 1984-85. It was retmposed in 
I9R7-KK and removed only m 1944-95 The 
Seventh C<»mmi.ssion ohsei'ed that "a 
surcharge continued indefinitely could well 
be called an additional income lax shaieable 
with the rest ol the proceeds ol the income 
lax”.’The Eighth Commission went luiliter 
in suggesting lhai “with the commencement 
of the financial year 1485-Kb. (he sure barge 
be wtlhdtawn and the basic tales ol income- 
tax suitably adjusted Tile Satkatia 
Commission on centre stale relations w as 
“firmly of the view that the surch.uge on 
income tax should not be levied by the union 
government except for a specified purpose 
and for a siricllv limited pcriixl only The 
TFC has also emphasised that "the surch.uge 
on income tax should not lx- levied except 
to meet emergent requirements f.n limited 
period*”. 11 The commission could have 
provided some teeth to this exhortation it 
it had recommended that the imposition and 
extension ol surcharges should have tlx 
approval of the National l>evelopineni 
Council or the Inter-State Council il fiscal 
federaltxm i» to Ik meaningful. AiH'tlx-r 
issue cm which tlx* slates have expressed 
eonocmrelateslorcc-eipt' bom pre-emptive 
purchases of immovable pri»perties under 
the Income Tax Act. Thetr conicniion has 


been that such receipts ere in the nature of 
capital gains and should, accordingly, form 
pail of the shareable income tax pool. Here, 
the TFC has been content withagrecing with 
(lie narrow legalistic stand of (be union 
ministry of finance that these proceeds do 
not form part of shareable income tax. The 
point is that in a substantive sense they 
should qualify for sharing and if. legally, 
they do not. due amends need to be made 
by providing grants equivalent to such 
proceeds. 

Horizontal shines 

Table I2(h>rincome(ax)and I3(lbrbasic 
excise duties) compare the criteria tor 
horizontal sharing in the TFC’s report with 
those recommended hy its predecessors. The 
TFC has- 

(i) Adopted the came criteria for income- 
tax and excise. In the process, it has 
eliminated collections as a factor in 
income tax sharing. 

(ill The common criterion is based on 20 
per cent lor population. 60 per cent 
based on the adjusted distance criterion 
based on per capita incomes ol stales. ’' 
10 per cent related to tax effort and 5 
per cent each for considerations relating 
to area and infrastructure designed to 
help stales with dispersed populations 
and poor infrastructure. 

In the evolution of Finance Commission 
awards, the TFC has taken a significant step 
lorward in icrms of logic, simplicity and 
equity in adopting identical criteria lor the 
iwo shareable laxes.lt is worth recalling dial 
llic case lor sharing the two taxeson tlx same 
prim, iple and forclimmating the eontnbuuon 
criterion in income tax sharing was 


persuasively argued by Raj Krishna as lar 
back as 1978 in his dissenting note to the¬ 
re port of the Seventh Commission. Rat 
Krishna pointed out: “From the economic 
point of view the stales are mtcrested in more 
’vertical justice in the form of greater 
devolution from the centre. And they should 
be interested in greater ‘horizontal justice' 
in the inter-state allocation of the total 
transfer. Whether the total transfer comes 
out of income lax revenue or out of excise 
revenue is a matter of secondary importance 
The important need is only that the total 
transfer out of both kinds ol revenue i» 
adequate ami the inter-state distribution of 
the whole transter is progressive.” On the 
contribution criterion in income tax he 
pointed out that "any weight given to 
collection i« regressive because a larger 
collection is invariably associated with a 
higher level of the State Domestic Product” 
ami that “it would be pointless to give 
incentives tor income-tax collections to an 
agency |thc state government) which has 
little control over the prixcsses which 
generate these collections”." While two 
cheers jrc due to the TFC for implementing 
this enlightened rationale, it would have 
deserved a third if it had shown a decent 
respect for history by referring to. and 
acknowledging, the seminal contribution of 
Ra| Krishna to the debate an this issue. 

We can now turn to the components of 
the commission . criterion. Justice P V 
Kaiamannar. the distinguished chairman of 
the Fourth Commission, described the 
tendency ol successive F'manccO'mmtssiflnx 
to choose varying criteria lor horizontal 
disirilxiiion as "a gamble on (he personal 
\x-wsot I ive pel soil'.oramatonty ol'them"." 
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Table* 12 and 13 will show (hut while tbe 
gamble ha* continued there hu* also been 
a discernible convergence over time. If the 
weight* for contribution in income tax and 
the earmarking Ibrdeficit states inexcise are 
left out of consideration, (he same criteria 
have been followed in the Highth ami Ninth 
Commissions in respect id' both shareable 
taxes. Within them, preponderant emphasis 
has hcen given to the distance and inverse 
criteria both of whicn are related topereapitu 
incomes in the states. Between these t wo. the 
distance criterion has been given more 
importance. From the Eighth Commission 
onwards, the weightage for population has 
also been drastically reduced in both taxes. 

The TFC has conformed to this general 
■ trend. In the matter of the per capita income 
related weights, it has preferred the distance 
criterion to (he inverse income formula since 
(lie former results in a better graduated and 
more equitable distribution. How it does that 
is explained in an interesting technical 
appendix (No 41 to the report. While- 
population (20 per cent) and (he distance 
criterion (60 per cent) together account for 
HO per cent in horizontal sharing. three more- 
criteria have been added as lail-pic-ccs to fill 
up the balance of 20 percent. These arc the 
criteria related to tax effort (10 per cent), 
area (5 per cent) and infrastructure <5 per 
cent). The first of these amounts to a reward 
for tax effort in the past rather than an 
incentive for future performance since stales 
have no assurance that successoi 
commissions will continue with ihiscruenon 
and the reservation is mn significantcnough 
for enthusing them: the carrot is simply loo 
small and uncertain to be ot interest to the 
donkey. The area and inlrasiructurc criteria 
amount to specific indicators of 
backwardness. The relevant appendix to the 
report (No 5) docs not give any clear or 
precise information on how die infrastructure 
index has been computed The inclusion of 
criteria based on specific indicators of 
backwardness by the TFC is also a 
retrogression toa practice that was abandoned 
by the Sixth and Seventh Commissions on 
good and sufficient grounds. The Sixth 
Commission pointed out m regard to such 
specific indicators (hat (a) because of a high 
degree of correlation among them, the use 
of specific indicators compounds the effect, 
(b) tbe use of indicators related to 
backwardness will prejudice suites which, 
despite a poor resource base, have achieved 
relatively high levels of attainment in certain 
sector*, and (c) the aggregation of weights 
given to individual indicators ot 
backwardness was 'an intractable issue' '* 
Their reasoning was folly endorsed by the 
Seventh Commission.'' The Eighth 
Commission also did not adopt any xpecifk 
indicator* of backwardness in its allocation 
criteria. Given this background, it would 
have been better if the TFC had resisted the 
t temptation to be original and inventive in 


adding on three incompatible sauces to an 
otherwise satisfying main dish based on 
population and income. 

In horizontal sharing progrexsivity is a 
centra! consideration, ic, relatively higher 
shares to states with relatively lower per 
capita incomes vis-a-vis corresponding 
shares in population. Table 14 compares 
progrexsivity under tbe TFC's scheme for 
horizontal sharing under the two shareable 
taxes with that under earlier commissions. 
For convenience, the slates have been 
grouped under hroad income categories. 
Hori/ivital sharing became progressive only 
from the Seventh Commission onwards 
because of a large increase in excise shares 
which weresubject to stronger redistributive 
criteria in comparison to income taxes. Table 
14 will show that compared toils predecessors 
the Eighth Commission redistributed away 
from the high income slates to the low income 
states leaving llie share of the middle income 
states about the same. The Ninth 
Commission's formula was slightly less 
progressive than that of the Eighth. 
Progrexsivity in the Tenth is better than in 
(he Ninth Compared to ihc previous 
commissions, special category slates have 
been distinctly benefited in the TFC. 

Hie (rends brought out in Table 14 also 
indicate that given stagnant vertical shares 
horizontal progrexsivity fluctuates within a 
narrow hand. This is to he expected since, 
without periodical increases to vertical 
shares, the scope for redistributive transfers 
among stales in different income groups is 
hound to get constrained in a context ot 
competitive federalism. 

11 is also interesting to separately exam inc 
the progrexsivity in each of the components 
in the TFC’s formula for horizontal sharing. 
Table 15 gives the decomposition. With 
reference to bench mark population shares, 
the distance criterion favours low income 
states viwi-v/.r the high income ones without 
hurting the middle income slates too much. 
The tax effort criterion help* the middle 
income stales the most. The area criterion 
helps tbe special category states the most 
while the low income states are the particular 
beneficiaries under Ihc infrastructure 
criterion. Thus the dominant influence on 
progrexsivity of the distance criterion has 
been tempered by the weight for population 
and modified in different-directions by the 


other three component*. One wooden 
whether all thi* fine turning if really 
worthwhile: the 'memo' column in Table 15 
will show that the TFC could have arrived 
at more or less tbe same final result if it had 
opted for a simple and robust cocktail of 40 
per cent for population and 60 per cent for 
tbe distance criterion. 

Oaf FaxiNo 

To the extent that the devolution of die 
shareable taxes leaves revenue deficits in the 
non-plan accounts of certain states, the TFC 
has recommended grants under Art 275 to 
fill the residual gap. Tables 16 and 17 will 
he of interest in this connection. Table 16 
shows the relative financial status of the 
major states over the time span of four 
Finance Commissions. Gujarat. Haryana, 
Karnataka and Maharashtra have consistently 
maintained their position as pre-devolution 
surplus states while Punjab has slipped from 
this category in the Ninth and Tenth 


Tabi alt: Sharks to States in tiib 
ShakbabuTaxes 

(Pet cent) 


Finance 

Com mission* 

Income Tax 

Bask Excise 
Duties 

Fust (1952-57) 

5? 

40' 

Second (1957-62) 

60 

25 J 

Third (1962-66) 

66.67 

20* 

l-i With (1966-69) 

75 

20* 

Fifth (1969-74) 

75 

20* 

Sixth (1974-79) 

80 

20* 

Seventh (1979-841 

85 

40* 

Eighth (1984-89) 

85 

45*' 

Ninth I (1989-90) 

85 

45** 

Ninth 11 (1990-95) 

85 

45** 

Tenth (1995-2000) 

ns 

47.5' 


Soles: (1) Restricted to excise duties oa 
tobacco, matches and vegetable 
products. 

(2) Restricted to excise duties oa 
tobacco, matches, vegetable 
products, sugar, coflee. tea. paper 
and vegetable non-esxeniial oils. 

(3) All commodities yielding Rs 50 
lakh of excise revenue per year 
except motor spirits. 

(4) All excisable commodities. 

(5i 5 per cent earmarked far deficit 
stales 

(6) 7.425 percept (16.5 perceatof45) 
earmarked for deficit slate*. 

(7) 7.5 per ceai earmarked lor deficit 
states 

Source: Reports of Finance Commissions, 


Tabi b 10: States - A<tuaiv and Pboimtions 1990-95 and PkoiBcnoN* 199S-jt000 

(Rserore) 


* 

19904)5 

Actuals' 

Ninth 

Conmunon 

Projection* 

1990-95 

Tenth 

Ccnumwon 

ftopcww 

1993-2000 

(1) Pre-devolution non-plan revenue surplus 

-124376 

-35166 

-122323 

(2) Tax dure* 

9*621 

17*82 

206343 

(.3) Finance rnmmwsian grants 

10237 

9134 

20300 

(4; Revenue suiptus after statutory transfers (14-2*3) 

-13511 

♦41170 

♦104311 


Note:] RF. for 1993-94 dnd BE for 1994-95 • ' 

Source: Reports of Ninth and Tenth Commissions aad RMI Survey* of state Finances (mmnti rimes) 
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Commi**ioo». Al tin* Other end of the 
opectrutn.nx might he ex peeled in i scenario 
ofiitngnnnl tax Mures. more and more Mo tea 
have regreased into the post-devolution 
defidtcatogory. They include the low income 
states of Orissa and Rajasthan in the earlier 
commissions and Uttar Pradesh and Bihar 
in the later ones. Two middle income states. 
Weat Bengal in the Eighth Commission and 
Andhra Pradesh in the Tenth Commission, 
have also had this dubious distinction. 
Apparently, the case of Andhra Pradesh is 
to he explained by the combination of partial 
prohibition and large food subsidies. 
Tabic 17 shows the break up between tax 
sharing and deficit financing ( via curmurkcd 
lax shares and Art 275 grants) under the 
different Commissions. Compared to the 
Seventh, tax shares have played a lesser role 
vis-a-vjsdeltcit financing in the Eighth, and 
especially in the Ninth Commissions. The 
pattern in the TEC restores tlic practice in 

the Eighth. 

There is noreason why deficit slate* should 
not he called upon to cover an appropriate 
part of their deficits through resource 
mobilisation and expenditure reduction. 
However, the TEC has not departed I rom the 
gap tilling approach of its predecessor* 
Despite being required under one of its terms 
of reference tit lake into account the potential 
tor raising additional taxes in the slate*, the 
TEC ha* not attempted to spcviliv ally 
estimulc this potential, instead il has 'vecil 
subsumed under the tax bui lyancy estimates. 
The result is that a middle income state like 
Andhra Pradesh with a per capita income 
60 per cent higher than and a pel capita own 
tax revenue 3 4 times dial ol Bihar gets a 
per capita deficit grant <>| R* 157 X which 
is 2.7 times that of Bihar s entitlement ol 
Ks 59 I ."In odier words, the TEC has I ailed 
to sort out the fiscally imprudent (Aiulhia 
Pradesh) troni the fiscally disadvantaged 
(Bihar) by filling alike the iesidu.il revenue 
account gaps tor trothol them Intheprucess. 
it has missed the opportunity io,i(>ci aiu •nalisi 
its own cxhorlations lot gicalei fiscal 
discipline 

111 

Other Issues 

We now turn to the issue* which are 
ancillary or supplementary to the TEC's 
main scheme (or die Handler of rcsouiccs 

Upgradauntt (Iranis 

One of the terms >*f reterence loi tlie TEC 
is that il should provide Ire "the requirement* 
of states tot modernism n m ot admmistrai am. 
e g. computerisation nt I ami records and 
providing fas ter channels ot communication 
up to and above district k-vcL and for up¬ 
grading the standards in non-developmental 
sector* and services ". The commission has 
interpreted this mandate rather widely 
(wildly?) to propose upgradat am gram* (for 


states other than those with pre-devolution 
surpluses) not only for nun-dcvekipmcnial 
aectors (such as police, fire services, jails, 
treasuries and record rooms) hut also for 
developmental needs (such as primary 
schools, upper primary schools and girls' 
education). Furthermore, it ha* taken it upon 
itself lopropose grants forso-calied'special 
problems'. It has assiduously looked foronc 
'special problem* or another in all the suites 
(including those with pre-devolution 
surpluses) and has succeeded m finding a 
bewildering variety of them. 'Special 
problems' include flood control and 
irrigation, land improvement, drinking water 
supply, urban development, stum clearance, 
medical facilities. (Ik devckip-mcnt of 
backward areas, forests and fishermen, the 
building ot airports, tourist facilities, sports 
stadia, secretariats and legislative 
assemblies, training, tax collection and even 
t he conservation of plant genetic resources. 
Be that as it may. the totality of such grants 
for upgradation and special problems (Rs 
2.bOX.5 crore) accounts for only 1.15 per 
cent of the TEC’s aggregate transfers. In 
its role as Santa Claus, the commission has 
thus given away not ‘largesse' hut only 
baksheesh' - which is to be expected from 


satisfied tourist* to (hose who have taken 
good care of them. 

Grants for fjoral BoJier 

Although not required to do so under tu 
specific terms of reference, the TEC has 
proposed Rs 5.380.93 crore 12 4 per cent ot 
overall transfers) as grants to local bodies 
This is in the background of the amendment 
to Article 280 (V). a* part ol the 73rd and 
74th amendment * to the Constituti. tn. which 
call upon Finance Commission* to 
recommend measure;* to supplement the 
resources of panchayats/municipadities in 
live states. Pending the recommendation* of 
Slate Finance Commissions for local bodies, 
the provision for this purpose ha* hod to be 
an ml htn- one Nevertheless, the TEC i* to 
be congratulated lor going beyond its strict 
terms ol reterence in taking this initiative 

Calamity Relief 

Based on experience during 1983-93. the 
commission has updated theCalMnity Relief 
Fund to a t«*tal size of Rs 6.304.27 crate in 
1995-2000. Of ihi* the central contribution 
of 75 per cent (Rs 4.728.19crore) has been 
provided a* grants to the states while the 
stales' shale (R* 1,576.08 crore) has been 
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included in their expenditure estimates. In 
addition the commission has proposed a 
National Calamity Relief Fund (NCRF) for 
dealing with calamities of “rare severity''. 
The size of the NCRF' during 1995-2000 is 
Rs 700 crore to be built up on the basis of 
75:25 contributions from tiie centre and the 
states. As a token of national solidarity and 
inter-state a'-operation, the NCRF represents 
an excellent initiative. 

One feature of the commission's scheme 
for the main Calamity Relief Fund (CKF) 
requires comment. This is that the unutilised 
balances in the fund will bg available to the 
respective states at the end of the fifth year 
or thereafter. The CRF being in the nature 
of an insurance fund, it would have been 
logical to adjust lulure contributions in the 
light of past accumulations instead of 
returning the latter to the contributors. A part 
of such balances could also have been made- 
available for the NCRF 

Distribution oj Additional Excise Duties: 

The devolution under this hejd is in the 
nature of a tax rental arrangement whereby 
the states are compensated for (he sales taxes 
replaceJ by- additional excise duties on sugar, 
tobacco, and fabrics (cotton, woollen anil 
man-made). Chapter VI in the TFC \ report 
provides a concise account ol the problems 
faced in this arrangement and o| the 
approaches of earlier commissions to the 
sharing ot the proceeds. In the absence of 
reliable staiewisc consumption figures, the 
Eighth and Ninth Commissions had given 
equal weightage to population and state 
domestic product (SI)Pi in the sharing 
formula. The TFC has slightly modified it 
as 50:40:10 for population. SI)F and state 
sales tax collections. 

Grants in l.ieu of the Repealed Tax on 
Raihvav Passenger Fares: 

The amount has been upgraded front 
Rs 150 ernre in the Ninth Commission to 
Rs 3R0 crorv for 1995-2000 related to the 
same basts viz. 10.7 per cent of the non- 
suburban railway passenger earnings. 

Oebt Relief 

The nature, growth, magnitudes and 
"amiftcauons of the stale's debt position is 
i large and complex subject. It is not possible, 
•iven the scope of tins paper, tocontextualisc 
bc TFCx recommendations on this topic 
vithin that overall framework. As the 
:ommtssion itself has admitted, the debt 
diet it has sought to provide is limited and 
s largely confined to states uuder 'high 
Heal stress’ for one reason or anoiher. 
fhexe include (a) all special calcgi >ry stales, 
b) Onxsa. Bihar and Uttar Pradesh being 
lie states in which the average rates of 
merest payments to revenue expenditures 
acceded 17 per cent during I9N9-90 to 
993-y4. and (c) Puniab in respect of one- 
bird of principal repayments due during 


1995-2000on special term loans for fighting 
militancy. These specific reliefs add up to 
Rs 701.14crore compared to debt relief of 
Rs 975-62 crore provided by the Ninth and 
Rs 2.2X5 crore provided by the Eighth 
Commission. The quantum of debt relief is 
no more than about 6 per cent of aggregate 
repayments due on central loans from the 
states during 1995-2000 and 15.5 percent 
of repayments due from the states to which 
relief has been extended. 

The stringency of the TFC in the matter 
of debt relief has been supplemented by a 
touch of sophistication. The commission has 
evolved a scheme for linking debt relief to 
improvements in the ratioof revenue receipts 
to revenue expenditures in the states and 
anotherwh'ich links debt relief todchts retired 
through the disinvestment of equity in state 
public enterprises. These are interesting 
innovations whose actual impact time alone 
can (ell. Meanwhile, the new schemes amount 
to an invocation to the virtues of self-help 
on (he part of (he stales. After all, even gtxl 
helps only those who help themselves! 

rv 

Alternative Scheme for Devolution 

Conceptually, the most interesting part of 
the report is its chapter XHI entitled 


Income ( 'aiegonos' 

Sixih Seventh N'inlh 

Com- and and 

Hussain IjglSh lentil 

Com- Coni- 



, ■ * 

'Devolution: An Alternative Scheme’.The ’’ 
essence of the alternative H that the haxe for 
the devolution of taxes from the centre to 
the states need not beoonfined, as at present 
to income taxes and excise duties but could 
include the gross proceeds from all taxes that 
are. or may he, levied and/or collected by 
the centre. The rationale rests on several 
strong grounds: 

(i) If burden-sharing is spread across all 
its taxes the centre will not have to part 
with too high a proportion in a limited 
number of shareable taxes. This, 
particularly in income taxes, is proving 
to be a disincentive. A smaller ratio of 
sharing on the entire tax base can be 
expected to provide greater incentives 
to the centre in the levy and/orcollection 
of all its tuxes. 

(iil The states will benefit from buoyancy 
across-the-board instead of only in the 
shareable ones. 

(iii) The level of devolution can be more 
'assured and predictable. 

(iv) The states themselves have been 
pressing for the inclusion of the 
corporation tax in the divisible pool. 

(v) The centre will have an incentive to 
exploit the potential for additional taxes 
under Articles 26X and 269 if these too 
are included in the base. 


Wcigltfed Shares in IT and Ban> Excise. 
Excluding Earmarked Shares tor Deficii Stales 
Sixth Seventh fjghili Ninth Tenth 

I'utn- Com- Com- Com- Com¬ 
mission mission mission mission mission 


missions missions 


(1) High Incontt" 

IX.604 

IX.396 

18542 

1X52 

15.600 

13.109 

13.816 

12.871 

(2l Middle Income’ 

33.192 

33.179 

33.0*2 

3.3.19 

32.623 

32.24X 

32.751 

31.7*7 

(3) Iaiw Income' 

43.242 

43.225 

43.09X 

43 40 

46X24 

49 455 

4X.335 

49.00* 

(4) Special category' 

4.962 

5.000 

5.27* 

4.X9 

4.953 

5.I8X 

5.0*18 

6.334 


100.000 

100.000 

100.000 

100.000 

IOO.(XK) 

100.000 

100.000 

100.000 


Sates. I follows ihe classification in the first report of the Ninth Finance Commission (19X8) 

2 Gujarat. Haryana. MaJianishtru. Punjab, 
x Andhra Pradesh. Karnataka, Kerala. Tamil Nadu. West Bengal 

4 Bihar. Madhya Pradesh. Onssa. Rajasthan. I'liar Pradesh. 

5 Assam. Himachal I’radesh. J ami K."Manipur. Meglialaya. Nagaland,. Tripura in Sixth, 
Sikkim in addition in Seventh and Eighth and Arunacha] Pradesh. Goa and Mizoram it 
addition in Ihe Ninth and Tenth Commissions. 

Sow ce: Rcpoils of Finance Commissions. 


Tabi i: IS: Temm Commission - DwuMixwrrion of Inmvwhai Criteria k>r Howzontai Sharinu 


Income Category' 

Pnpula- 

tlOII 

Fhsiance 
t nlenon 

X 

Tax l-flon 
Cnierion 

Area 

Cnierion 

Infra- 
si recline 
Criterion 

AU 

Me'mo 

40 Per Cam 
Population 
and 

60 PerCeat 
DaUaacr 

lligli income 

18.542 

9.9*5 

15.900 

17.300 

14.320 

12.871 

13.409 

Middle iniixuc 

33.0*2 

31.53* 

3K.920 

20.010 

27.020 

31.7*7 

.32.157 

laiw income 

43.09X 

52.972 

41.910 

.36,460 

M.S40 

49 00* 

49.021 

Special category 

5.27X 

5.505 

3.270 

26.160 

6*20 

6334 

5.413 


ino.ooo 

100.000 

loo.orxi 

100.000 

109.000 

1(10000 

mono 


Sole: 1 As in 'lable 14 

Source: < \ imputed Iroro the Report of the Tenth Fnuuu'e C o m missi on. 


Tabie 14: Horizon! ai Siiakiw. in Sixth ioTenth Commissions 

(/¥r rents 

1971 Population Shares 
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'Re cotamjwkm tea nbo drawn rapport 
for in proposal from two tource*. The first 
ia * recommendation in the Interim Report 
of the Tax Reform* Committee (1991) that 
“with the content and co-operation of the 
atatea the relevant Guatitutional provisions 
could he amended to the effect that 25 per 
cent of the aggregate tux revenues shall be 
shared with the states" considering that ai 
present tax devolution constitutes around 
24 per cent of the centre's total groxs 
revenues."’ The other is 'a suggestion made 
to the TFC by the union ministry of fnunce 
that the commission may wish to examine 
the desirability of tax sharing from the entire 
tax revenues of the centre (except union 
surcharges) with the proviso that the 
percentage of such sharing "may he pitched 
at 22 to 23 percent and should remain fixed 
for20years" Thccommission's 'Alternative 
Scheme' would thus seem to be a trial halli xm 
(he floating of which has had the informal 
encouragement of (he union ministry of 
finance. 

The commission’s specific proposal is that 
29 percent of aggregate central lax revenues 
should he made shareable with the states m 
terms of a constitutional amendment and 
that this proportion should hcrcvicwcd once 
in 15 years The figure of 29 per cent has 
been arrived at as follows: (a) Shares m 
income taxes, basic excise Allies and tin- 
grant in lieu of tlic tax on railway passenger 
fares have together amounted lo ahoui 24 
per cent ol aggregate central tax receipts 
during 1979-1995: (h) including the potential 
from taxes envisaged in Articles 26X and 
269. it wiU be reasonable to mark up this 
proportion to 26 per cent: ami fc) additional 
excise duties have amounted to about 3 per 
cent of aggregate central taxes during 
1979-95. This can lie added lo the 26 per 
cent: Ac tax rental arrangement terminated 
and additional excise duties merged with 
basic excise duties The commission has 
recommended Aaiiu Alternative Scheme- 
may he brought into force. atlerllw: necessary 
constitutional amendments, with ci ted from 
1996-97 leaving intact forthe halance of its 
award period the wifrr.ir shares tothc slates 
and the grants recommended by the TFC 

The commission has tun spelled >>ui the 
exact constitutional amendments which will 
be required tocffcctuale its proposals It has 
also been silent on the n >lc of future Finance 
Commissions. Presumably, they will still he 
required to advise on h*in/ont.tl sharing of 
the divisiblepool, deficit grunts, grants-tn- 
aid (brotherpurposes, grants for kx'al bodies 
and other matter* that may he referred to 
(hem ’in (he interests of sound linancc' 
(Ankles 275 and 2X0). the Gvtstttuhon. as 
it at an At, assures the states that both vert teal 
and horizontal sharing and supplemental 
granU-in-aid will he determined by a high 
level constitutional authority once in five 
years, Five years arc also tltc span of 
development plana with which such n 


determination wiU have to be co-ordinated. 
If ibta regimen is to continue, it is not clear 
why vertical sharing should he entrenched 
for 15 years as recommended by the TFC 
or for 20 years as desired by (he ministry 
of finance or for all time as proposed by Ac 
Tax Reforms Committee. Any proposal for 
such an extended entrenchment is 
objectionable on three grounds: (a) it 
abrogates theconstitutiooaJrighl of U»c stales 
for quinquennial shark g.fb)dc-kynchnxii*cs 
vertical from horizontal sharing ignoring the 
fact that transfers lo the stales have >o be 
a product of the two. and (c) severs the link 
between statutory transfers and the planning 
process. It is. therefore, unfortunate that the 
commission should have flawed its 
'Alternative Scheme' by proposing that 


vertical shares should he reviewydonly every 
15 years. 

Having said this, it is useful to recog¬ 
nise that Ae commission'* 'Alternative 
.Scheme’ has made a significant contri¬ 
bution in indicating Ae direction in which 
ccntrc-statc fiscal transfer* can he 
restructured ami in opening up a debate on 
tins issue 


Conclusion: An Alternative 
to the Alternative 

As acimitibutiontofurihcring Ais debate. 
I shall conclude wtlhoof lining an alternative 
that is an improvement in several respects 
over the one proposed by the commission. 
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This is the following: 

(1) The entire gnisx lax revenues of the 
centre will constitute the divisible pool. 

(2) Devolution will cover not only the tax 
shares, the railway grunt and additional 
excise duties but will also be related to 
revenue gap and upgradation grants and 
centra] grants which are part of its mama) 
assistance for state plans. Proceeds from 
Articles 268 and 269 tuxes will also be 
part of the divisible p*x>l. 

(3) Table IK shows that the transfers 
proposed in (2) above for devolution 
have amounted to about 41 per cent of 
the centre's gross tux revenues during 
1990-95 and to about 43 [>er cent in 
1995-96. It will, accordingly, be 
reasonable to provide through a 
constitutional amendment that: 

(i) not/rCT//irm44) percent of the centre's 
aggregate gmss lax revenues will 
be shared with the stales: and 

(ii) that this ratio wi II he reviewed once 
in five years. 

(4) Consequentially. 

(i) additional excise duties can be 
merged with basic duties terminat¬ 
ing the tux rental arrangements: 

(ii) There need be no separate piun 
grunts tor state plans, 

(iii) grants tor calamity relief and for 
IocjI bodies will he separately 
determined ill relation to needs 
assessed Irom lime to time; and 

(iv) grants for central and centrally- 
sponsored schemes will also lie 
separately provided. 

(5) Horizontal sharing criteria will Ik- 
reviewed once in five years along with 
modifications to the stipulated vertical 
sharing proportion. The domain ot 
vertical and hori/oillal sharing will'cover 
the non-plan and (stale) plan revenue 
accounts. 

16 ) Horizontal sharing criteria will he bn >atl 
based on population, per capita mcon tes. 
the poverty ratio and other such factors. 
The criteria will be approved by ll'ie 
National Development Council. Tliefc 
will he no gap-filling grants or ml hor 
grants for upgradation and spec lat 
problems. 

<7) Normal plan assistance to states can. 
thereafter, he confined to loans ami to 
the c apital account. This will enable a nd 
encourage the financing o| investments 
in the power, irrigation, infrasiructu re 
and urban development sectors to I.Tc 
shifledtoall-IndiadcvelopmvntleiKliing 
institutions. They will Ik- in a belter 
position to link financing to policy 
reforms in the stales and in the entities 
operating in these sectors. 

This version is more logical, compre¬ 
hensive and equitable than the commission s 
scheme. It provides tor the states to Is -■ 
constitutionally assured of a minimum shar >: 
in the aggregate tax revenues ol the cento 


while retaining the possibility of this share 
being upgraded in the lightsif needs and 
circumstances prevailing in e«ch plan 
quinquennium at both levels. Likewise, 
horizontal sharing will be flexible. It is 
also designed to (a) integrate plan and non¬ 
plan financing in the revenue account, (b) 
. distinguish between autonomous state plans 
and central support for outlays in sectors of 
national importance, (c) delink central loan 
assistance for investments from grunts for 
current outlays. (d}enforee fiscal discipline 
by eliminating revenue gap grants, and (e) 
effect horizontal sharing on the basis of 
transparent and robust redistributive criteria 
to he approved by the National Development 
Council 

As part of such a restructuring, it will be 
logical to give the PlanningCommission the 
constitutional status and mandate lode (ermine 
hoth vertical and horizontal sharing for each 
plan period. Unlike Finance Commissions, 
which are discrete occurrences, the Planning 
Commission is a standing body with a per¬ 
manent secretariat and continuously conver¬ 
sant with finances at hoth levels through the 
fivc-year ami annual planning prtK-cs.sc*. 
Linked as it is to the National Development 
Council, the Planning Commission will be 
in a position to develop a long-term federal 
consensus on the extent and pattern of 
transfers Irom the centre to the states and 
between the states. If that happens, settled 
policy can replace thequinquennial "gamble 
on the personal views of five members". 
Provided with a constitutional status - which 
is desirable tor oilier reasons us well - the 
Planning Commission is likely to lie no less 
'independent than Finance Commissions: 
(lie laiter loo are appointed by the central 
government: guidclincd by s|K-cific terms of 
reference: and submit reports which are only 
recommendations. 

To conclude, in the sequence of Finance- 
Commission Reports, the Tenth Commission 
is among the outstanding ones. The 
commission has had to carry out its remit 
in a particularly difficult fiscal situation. Its 
projections of resources and requirements 
may not. alas, turn out to he realistic. 
However, they set fair and reasonable goals 
Tire commission has hcen slingy in re-spec I 
ol vertical shares and debt relic! but m the 
current fisc jI o micxi tlux is not unforgivable. 
Hie adoption of an identical formula, 
predominantly bused on population and the 
distance criterion, is a rclortn that is sound 
and progressive in its economic logic. The 
grants to local btxlics, the establishment ol 
,i National Fund I'orCalamity Relief, and the 
chapter on defence expenditures arc- 
noteworthy initiatives. The 'Alternative 
Scheme' - although flawed and inadequate- 
ill its present form - may prove to be a 
historic contribution if it stimulate* litought 
and action on a rational restructuring ot 
federal fiscal transfers. If the restructuring 
is put through, on the line* argued in this 


—-r’-^r-'-r-r "ip—V 



paper, with effect from 1V97-9K,« 
with the commencement of the Ninth Han, 
the Tenth Commission will also hive the 


distinction of being the last in the series. 
Should it he f ell that the st ates will he deprived 
of fiscal advice from Finance Commissions 


in the future, remember that even the biblical 
Commandments did not exceed ten. 
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Market Forces and Language in Global India 

( # 

Peggy Mohan 

In the interest of efficiency, globalisation processes produce pressure for the homogenisation of language. In 
multilingual India, market forces, the mass media and the state are supporting the creation and spread of a few common 
languages at the expense of the majority of regional languages and dialects. 


...but the shaduw face 
swayed by the ochre ripples seemed 
homesick 

for the history uhead. as if its proper place 
lay in uaxettlement. 

— Derek Walcott. Otnemx: 140, 

'A Hundred Fiowers’ 

THERE was once a time, not so very long 
ago. when matters in India could he addressed 
through political debate. 

In the domainof language, large minorities 
outside the Hindi heurtland could protest 
against perceived hegemonial thrusts from 
the centre, and successfully fence in Hindi 
ax a regional and not a national language 
Likewise, tribal communities could agitate 
for their right to ethnic self-expression and 
edueption in- their own languages. In the 
government and corporate sectors, and in 
academia, many supported English as the 
best candidate for the job of nutioual link 
language with its automatic ‘uplink' to the 
global System. This group was. in turn, cut 
off at the pass by socialistic spirits who 
deplored die way English united India' s elite 
classes by alienating them Irom the 
vernacular life of their own home regions, 
consigning India's indigenous languages ami 
thcirccosyslems to stultification. In this vast 
self-regulating chorus the plea for a single 
mdigenoux national language - Hindi - was 
just another voice easily dismissed as yet 
another self-serving interest group at work 
It was. as they say. a ‘tree lot all' 
Language groups could hold oil the hig 
asbvamedhas' noi because early post- 
colonial India hud any deep respect lor 
fundamental rights, but because p*»wvr vested 
in the Indian state which in turn h.id to 
appease the vote hanks to retain power In 
those days the word 'numbers' still ivlcrred 
to masses of human beings 
It worked. The general atmosphere of 
stalemate bought precious time lor India's 
languages to grow in their own image and 
for new ideas compatible with the sheer size 
of our landmans U« emerge. Indians learned, 
in the Hindi heartland, to imagine a 
permanently heterogeneous India, and to 
treat the hig literate minority languages with 
respect. 

Indians began to cast about for model* that 
would find strength in decentralisation. The 
examples of Japan. China and the Asian 
tiger*' -suggested that English-medium 
education might not be the only route to 
English proficiency and international 


success. And the emergence of a European 
Union of developed economics, in a terrain 
approximately as diverse as India, designing 
around its own heterogeneity, gave a boost 
of reassurance to the Indian experiment. 

It was almost becoming exciting to be the 
only major Asian country whose destiny had 
not yet heen fixed and locked. But what no 
one fully understood was that this season of 
a hundred flowers could only be ail 
interregnum. India was not the only 
protagonist m India's future: there was a big 
world waiting outside, wailing for the 
inevitable day when all the dingy, slothful 
disorder would irritate the Indian middle 
class just a shade tixi much. A government 
would change, and the time of openness and 
experiment would come to an end 

Pll\U -.TllRt--sHiX.il 

It is often the case that when we dream 
impossible dreams, and a ill they all come 
true, the end of our work! is near Wlien 
Eaust sold Ills soul to (he devil, he thought 
he was only in lor a few add-ons: a little 
more power in an otherwise unchanged life 
Little did he know that he hail crossed lire 
frontier mto.i different scale of reality where 
his wishes were no longer the ones that 
counted. Tlie name lor this kind of transition 
is phase change 

What phase change does is bring ordinary 
human beings into regional systems, or a 
gloKtlmcgusy stem, whose lite is governed 
by ioiiskIci.iIioiis alien to human beings. 
Simply put the objective ol this kind ol 
system is to keep order by suppressing or 
eliminating 'fluctuations' whileiuumesout 
Its own work. Since these systems un¬ 
essentially quantitative beast*, they arc- 
uncomfortable with qualitative siki.iI 
diversity unlinked to the clean lines ol an 
economic hierarchy. Oftentimes the 
ohfcctivcs of the mcgasyslcm strike a 
harmonious chord with a general human 
yearning for smoothness inday-i**-day affairs. 
But the point to note is that the megasystem ’« 
reasons lor insisting on smoothness, 
clfieiency. homogeneity and I ace bareness an¬ 
nul like those of human beings. 

This is the reason, beyond implkational 
coincidence, why regional systems and the 
global megasystem are obsessed with 
linguistic homogeneity A megasystem ts 
intrinsically 'totalitarian', in that it 
'reconciles' conflict m4 by compromise «xr 
consensus, hut by choosing and hacking the 
strongest idthcexistatgoptamsaiidseeking 


to absorb or eliminate the others It is not 
into nurturing new and imaginative options 
or designer-solutions. At human-felt reality 
such an event would lie interpreted as a new 
large gfoup acquiring an unequivocal 
linguistic identity The point hete is that 
there is no sign of compromise in the 
formation of the new group code: the process 
is the megasystem's 'totalitarian’ mode ot 
choice-and-elimination. Winner-take-all 
The struggle, alter all. is not about any 
communication impasse which might call 
for ad hot adiustrncnts to facilitate 
comprehension outside one’s small group, 
or lor any w m < ifcven-handed compromise. 

It is a simple social streamlining process and 
knocking out ot superficial' variation, 
inaiulcstc-d in a choice of onc-and-only-one 
civic that w ill he- the 'persona' of the new 
group There might be rixun for sentiment 
in the choice of a standard code, because 
sentiment is often linked to status and the 
pageantry of trad'lional power. But the way 
tlie final choice ol code is made eliminates 
any chance ol partic ipation ir«>m the interest 
groups that arc sksi to be the losers, and 
conler.s an aura of i ighlness’. 'naturalness 
and determinism upon the decision-making 
ann of the mcg.isvstcn market forces. 

It is not as though market force* have not 
been playing a crucial role all along in the 
evolution of India's languages While we 
like to think ot trif < languages and village 
dialects a* i manalmg Irom something more: 
comprehensive than a cocro-cconomic 
context, it is clear that India's standard 
regional languages, and Indian and 
multinational English, took shape around 
maior centres ol commerce Literature 
merely followed and eon*oiulaled this 
ciwmercially-diivcn power 
The need for a exit- that would encompass 
a vastly largcrtclTame-otncidcd with a surge 
in tire economy ami a iimxitkm to a new 
tmxle and scale .4 pnxloction: in short, a 
phase change And the procure tom that 
m arket-ccom any -oxtefcxik would he denvod 
from the oxic used in the vouuncrtx*i 
centre .4 that region Some h u m wo went 
favoured in the process, and from wnhitithis 
new dominant culture- there arose a myth 
about the inf allihiUty .4 the market that had 
hr Wight them to a positron of power After 
a)L the market had no personal bta*. 

India’s favsent shape *< as a l>xir-Uc»cd 
structure. with tnbsl languages on the bottom, 
repre seining the primeval hunting-and- 
gathering economy sharpty dn*»mtaMna* 



in linguistic form from each other, and from 
the rent of the configuration. The next-to- 
bottom tier consist)! of a vast village dialect 
continuum, representing the subsistence 
economy, with each village having its own 
dialect-identity, but with formal resemblance 
and mutual intelligibility spread over a much 
larger areaofconomie interaction The next- 
highest tier, at 'sea-level', consists of the 
separate standard regional languages, each 
representing the economic epicentre of a 
large region, and formally reluted to the 
dialect continuum of that region. And on 
the top of the pile is Knglish. representing 
national state powei. coiporutc power, the 
social elite and India's interlace with the 
global system, as sharply discontinuous in 
form from the rest of the configuration as 
tribal languages at the bottom had been 
Only in the 'tribal’ north-east is die route 
to power less agonisingly long. There (he 
transition from 'tribal' language 10 Knglish 
is more or less direct, as it is in much «l 
south-east Asia, a telling comment on the 
distinctness of their pattern of development 
When standard regional languages first 
came into prominence in (lie medieval era 
with the beginnings of iradc and a literals 
city culture, they were not linked to a pr» vess 
of industrialisation (hat required permanent 
mass-scale disruption in the life of a labour 
force. Commerce, in that era did not have 
die power to totalise' lhal it has today In 
fact, knowledge of these new languages 
often entailed no permanent change ol 
identity even lor the new eiiy dwellers: most 
people maintained links with their dialect 
roots and treated the regional identity as a 
part-time add-on. So the imputation bulge 
remained at the dialect/subsistcncc plane 
and tilts 'centre of gravity' added its own 
inertia. In those days, the dialcct/sulHislerice 
plateau was above 'sea level . 

The literate city-culture ot the reeiona) 
phase posed no threat to the hinterland until 
it got linked, in this century, to a serious 
process of industrialisation, and feudal harter 
relationships were replaced by clean' market 
transactions. Continuity in (he outward form 
of the regional standard did not mean that 
the socio-economic environment was 
unchanged. It only meant that a 'suitable 
older variety had been 'selected’ for luture 
dominance by the new system. But once the 
context turned industrial and the market 
began to operate, it was a whole new ball 
game. This is the actual regional plateau 
imagined in the four-tiered model The game 
has only just begun! 

The forces now are concentrated on the " 
top two tiers of the model The centre ol 
gravity' althc dialcct/subsistencc plane lias 
begun to lean its weight towards the next 
higberplane: the regional/industrial/market 
plateau. And the global system has begun 
to exert pressure upon the topmost tier: the 
Uny-but-powerful English-speaking layer. 
This has taken the form of political 


movements strong enough to demand 
regional autonomy and an elite class which 
is in the process of'opening up' the economy 
as per die demands of multinational capital. 
Both sets of forces have the weight of 
'numbers' on their sides: ‘regionulism’ is 
backed l>y masses of human beings, and 
globalisation' of the Indian economy is 
backed by outside money power. 

The story of how these two seemingly 
disparate forces got reconciled is the story 
of India's phase change from the world of 
:i hundred (lowers, where every language 
and dialect hud a chance, to the dark and 
totalitarian world ot modernity and 
homogeneity. 

Tkiaoi- 

Thvre was no denying the tact that sonic 
ot India s indigenous standard languages 
were crucially important even to the 'opened 
up market economy When Stephen 
Spielberg had his blockbuster Jiimwir Turk 
dubbed into Hindi his aim was simply to 
reach (Hit to the awesomely large viewership 
of the H inch belt and turn in the biggest prol it 
a foreign film had ever made in india. When 
Rupert Murdoch bought STAR TV. the 
Hong Kong based satellite channel, one of 
his first plans was to develop all sorts ol 
programme material in Hindi, as this alone 
would access tlie n-til Indian viewership: the 
Hindi-spcuking viewers STAR TV had 
excited the English-speaking urban viewer, 
yes. but it had little to offer the mass- 
viewership. and it was losing heavily in the 
ratings game. A viewer-rating below 5 per 
went even in the high-consuming yuppie 
sector was not good enough to attract the 
advertising thai would ultimately have to 
finance the.venture So Hindi it was. There 
was no nxim lor argument. This lime it \\ as 
big-name foreigners settling a money matter. 

Outside capital had begun to intervene 
in the process ot India's transition I mm an 
overwhelmingly dialcc (/subsistence identity 
to an indigenous standard language loyally. 
The result was a triage scenario, where smaller 
literate languages, with less than 50 million 
speakers, began to gel eclipsed and subsumed 
under the loyalty-shadow of larger, more 
viable neighbiHJrs. Bengali and Tamil were 
now the two. besides Hindi, which seemed 
to stand a lighting chance they had the 
requisite numbers, within India, ami they 
both had sizeable overseus populations. The 
global tail’ had begun to wag the Indian 
dog' 

The sub-national backlashes^!' anger (ft an 
(lie well-established language groups that 
were to be ‘phased out’ were nothing more 
than 'fluctuations' within (he new emerging 
order. ’Growing pains'. Unless they could 
affect (he commercial sector, they would he 
completely off track. 

it is interesting to think of ‘Hindutva’ as 
a child of the new economic order. It is a 
movement that seeks to impose a 


homogeneous character on the diverse local 
strands of Hinduism that have grown out of 
a variety of Indian ecosystems. It espouses 
the megasyslem’s 'totalitarian' selection 
procedure of' w i nnur-utke-ali ’. which confers 
ail powers upon the dominant culture; and 
it is 'magnanimous' entiugh to want to accept 
the minority groups it disempowers as 
'Hindu' by dint of their being horn on this 
lundiitiiss. It is intolerant of diversity both 
within the Hindu fold and within the larger 
society it dominates. 

Hindutva. also, is not primarily a 
brahminicul movement. The bulk of its 
leudcrshipcomes from the trader/commcreial 
castes Also, the bulk of its committed 
following is w>! the god-fearing rural masses, 
but educated people from towns and cities 
questing about for a coherent modem Indian 
identity. And. in harmony withits commercial 
roots. Hindutva is extremely reluctant to 
attack the megnsystem. which is the true 
source of all the crisis in Hindu self 
confidence and the cultural devastation of 
westernisation. Instead it redirects its anger 
at a 'fluctuation’ williw Us sphere ol 
operation, the huge Indian Muslim 
community. and uses Unsconflict to stabilise 
itself. It has acquired thu ability to save 
anger and deploy it elsewhere in the mannci 
that capital can be (rued from its production 
base and invested elsewhere. 

The point is that Hindutva is very modern 
lord- lhal has achieved the level ol 
'abstractness' reached by the quantitative 
world outside To be 'Hindu' now mean, 
(hat one will have more rights to property 
in Ayodhvn than any other sort of Indian 
whose roots in Ay<xlhya soil might well be 
traced into prehistory, li doesn’t matter it 
that 'Hindu' lias originated far away on Uu 
landmass ol Pakistan ui even it he should 
rightly Ih* classed.is a(ium N.makioraJain 
Tile key wold in ibis argument is piopeii) 
And the deciding I ,ic u <r is no longer any thine 
pre-literate like actual resilience. Entitlement 
is now a matter ol something abstract like 
a communal identity 

So it is not at all surprising to find a nexu- 
hetweena 'totalising' ideology like Hindutvi, 
ami U)e market demand for a single linguistic 
solution' thill could 'totalise' the Indian 
landmass. The point of juncture is then 
common commercial underpinning, which 
demands simplicity'. It is in die form of Hit' 
'simplicity' that we find the long .shadow 
of the megasy.stem. Because this'simplicity 
is not a simple stripping down of detail and 
uno ivcring of a common cultural core. Tho 
simplicity' is highly ‘marked’, highly biased 
ft is simple’ according to the sort of logic 
that expects die disempowered to migrate 
to a totally new worklvicw and language 
loyalty. The point aiquestion here is whellici 
it is human interests that are being served 
or whether we are obliged to delude ourselves 
that this 'simplicity' and smoothness' wa- 
something wc set out to achieve. 





Onb-WatIwr 

A low energy* r u h riitcn oe-lrvel phaae of 
•octal development emafla loyalty to a pre- 
literature dialect, age dntUpendeat chuter 
relatioaihip«...aj>d ootnmnaication inter¬ 
active and face-to-face. The seal plateau i« 
a ’Uglier energy’ ‘ regional' phaae, when 
pre-Ktenae dialect loyalty give* way to 
litetate language loyalty, a ruhaatence 
economy to a market economy, age- 
independent aodal relationhipa to ‘batch 
brotherhood*’, variety to homogeneity, and 
face-to-face communication to the matt 
media... The tc ale of thin ft it now too large 
for one-to-one lime-bound interaction. 
Control meant that information hat to be 
ditteminated, one-way. tomanydeitinalioni, 
and encoded for atonge and later acceaa 
[Mohan 1993(a): 1798. emphaaia added). 

Thu ia a aimpk aceuario of what ooc can 
expect when the direction of force ia only 
.‘upward’, a shift forward in centre of gravity 
from a dominantly aubaiatence economy to 
a dominantly market economy. The rue to 
prominence of mate media ia an automatic 
feature of the phaae change. According to 
thin mode] maaa media would automatically 
assume greater importance in ail the run- 
dard language regions of India. 

Now imagine a more complex scenario, 
where force is also exerted downward Imm 
ihe global economy, creating triage 
.undilions by favouring only one local 
language. Instantly the role and the power 
>if muss media liccomc inflated. 

The one way-tic ss of mass media is not 
.in incidental feature inserted by a 
megalomaniac who actually had the option 
■a creating interactive media for the .>jine 
pt’ce. Despite the existence in tiny niches 
id interactive media such as E-mail and a 
Jicapefficicnl telephone system, mass media 
will have to have a centralising quality to 
hem because they involve a level of 
xpcndKure that cannot he borne by private 
individuals. The enure enterprise of 
'rganising governmental/commcreial 
I'liruorship. sourcing news material, setting 
i|>.< supply network for dips, co-ordinating 
i production involving a large crew and 
xpensive equipment, and negotiating and 
wing of satellite telecast in itself demands 
lie streamlining' touch of the spec ialist 
did the larger the scale of production, the 
rwtr the ‘specialists' that can be in the 
usiites*. So. the stronger the appeal ot a 
loss media product to the mass audience. 
ie rarer the creature with the wherewithal 
■ inuke such a product. 

Effectively, then, this creates a firm 
Taratioo between those who originate tlic 
nolia messages' and those who merely 
ceive them. We are now on a one-way 
■xet. Communication, and ultimately the 
:r y form of language that gets projected, 
m now be controlled, • 

This obsessive control, of course, is 
xcuaty: the phase changes from the low 


energy' dialect world of the subsistence 
economy k> the 'energised' standard language 
regional plane and to English have also been 
moves away from equilibrium. India has 
become a ‘living' system, far-from- 
cquilibrjum. sustained by the vast amounts 
of energy and information flowing through 
her. And ‘temporally’. India achieves a 
potential balance by borrowing against the 
future, by discounting consequence. We are 
now a country that owes heavy debts to 
international capital markets, laical acts are 
also increasingly divorced in lime and place 
from their consequences, We are now part 
ol a high-energy megalith that must seal 
itself off from the forces ol entropy emanating 
from the' simple, unambitious, balanced 
worlds we have left hchind. There is a 
constant danger of backxliding. That is the. 
system’-s|ogit inorehestratinganaimosphcre 
ol control 

But who controls? There is no simplc 
answer to lhi.-> question, as we have now 
entered the realm where mysterious forces 
like ‘siTange attractors' come into play 
Strange attractor' ts a term taken from 
lamequilihriuin thermodynamics which tries 
to explain the tendency for spontaneously 
evolving structures, high-energy structures, 
to take pre-determined torms It is an 
unnerving realm, cal! it ‘hyper-reality’, at 
wlucli we discover how little a role human 
will can play in determining outcomes, ft is 
that realm where humans accept dial we 
cannot design any experiment in which the 
speed of light will emerge as anything Inn 
constant. It is human beings who are now 
the variables. 

When ihe directives about choice of 
language come we can see the remnants of 
a power struggle Slate--owned broadcasting 
agencies, such as Dirordarshan. when 
commissioning programme material, still 
offer advice on how programmes could he 
dubbed into oil the regional languages oj 
India Butc-venlhcyrcgretfully concede that 
though the hardware facilities may exist, the 
‘software component' - the people skilled 
in fast idiomatic translation front one Indian 
language to another - docs not. 

Tlie Indian state still recognises its 
commitment to the full spectrum of the Indian 
|xq>ulation. but even the government sector 
is not unaffected by the Jemands of the 
centralising technology it has opted for. For 
political reasons the Indian state ha* also 
gone in for a single national communication 
satellite which bandies the prime- time chunk 
of slots. It has master-planned a system that 
relics heavily on 'centralised’ production, 
that is, production primarily in the major 
cities of Bombay and Delhi, whose film and 
television industries operate in Hindi. 
Language heterogeneity in prime-time 
piognmmung will be attempted mainly by 
dubbing. We arc already half-way towards 
homogeneity even before we leave the 
government sector, it ia crystal-clear that 


even the Indian state has found India's 
linguistic plurality awkward and inefficient 
But the Indian stale wus answerable to the 
Indian voters. The commercial sector is run 

The commercial sector operate* through 
the marketing division* of sponsor- 
industries. who m turn operate through the 
advertising agencies which handle their 
accounts. It is these advertising agencies 
who ultimately advise Ihe big corporation* 
as to how to deploy their sponsorship support 
to programmes so a* to ensure maximum 
vie wcrsli ip of their pn xluct advertisement*. 
Though these advertising agencies advise 
more impressionistically than they would 
admit, this generally presents no problem, 
as they are m any case ideologically com; 
patiblc with their corporate clients. How¬ 
ever. the demand for ‘proof has spawned 
d somewhat dubious rating system-dubious 
in (hat its total sample is drawn from adults 
in Ihe main metropolitan cities with 
telephones m their liomcs. and who are 
wil ling to ma inta in a daily vie win g register. 
But even this Hawed system ha* brought in 
findings that a viewership level of 20 per 
cent, or 20 television rating points (TRPa). 
is generally achievable only by an inter¬ 
national cricket or football final or a pro¬ 
gramme in Hindi "Hindi hai right choice”! 

And there- are all the refinements A 
working-class accent in Hindi on the 
soundtrack Will mean a ‘ iown-markef media 
product.So Ihe same Unaliurian' law* apply: 
with so little advcrtismg In go around, and 
so many programmes m the line-up. sponsor* 
perch nervously ujx>n a few ‘guaranteed' 
programmes and refuse supp>mtolheo#>cfs 
These, -in turn, starved of the sponsorship 
f unds needed to pay for broadcast time and 
to repay the loans taken to fund production, 
cither discontinue production altogether, or 
reduce their pnxluclion *st* sharply and 
become genuinei > down market'products, 
with low sponsorship earnings, cheap sk*u 
tar away trom pnme-Umc. and a low 
viewership. (b they simply re-dub the voice# 
with the correct' accent* An advertising 
agency whim has hccomc a directive to 
pnxluccrs to find and promote an upper 
middle class Hindi based on the Hindi spoken 
by fluent Hindi speakers who normally 
operate their lives in English. 

Scripting-for-*ponsof*hip i* now a 
designer job Into Hindi spoken with a puhlk 
school accent is added a ludicKM* and 
naturalistic mix of tavgtiah aod an aesthetic 
choice of the technical Hindi used in Hidli 
new spapers. with a bare -Ime of filmi’ L’ndto- 
based Hindustan i, which ia itacif a designer- 
language dreamed into life by an eariarc 
jnass medium 

And English programmes are there, doqpmr 
their poor showing in the rating* game- 
because international dompn.g hn awwd 
that there will be a ready supply of tape* 
of oM American programme* which it would 
be cheap to rerun because they involve bo 





new production cokIs. And Indian-made 
programme* in English miut he there too. 
because it is inconceivable to the corporate 
sector that English should not he there. Once 
again, megasystem 'simplicity' involves a 
heavy bias. 

Regional language variety too has 
survived, to some extent, hut as something 
purely decorative: local colour. And (his too 
is now designer-language. Dialogue in 
languages like Bhojpuri or Punjabi, or in 
dialects within the Hindi fold, is specially 
written so us to be fully comprehensible to 
an urban Hindi-speaking audience, while 
retaining superficial stereotype forms, even 
inappropriately used, that connote these 
varieties to (he city dweller. 

Regional variety is now indeed a mere 
'fluctuation' within a homogeneous social 
order! It is when we realise that television, 
in developing societies, functions as a 
■preview' of the world we are heading 
towards.of what weean become il'wc really 
try hard, that we understand the extent of 
the change in our world. 

Bm mu: Taking the Plungf. 

There was once a time, not so very long 
ago. when India needed the disorder of its 
linguistic plurality, and (he social 
exclusiveness of its English, to keep at hay 
the teeming masses who had their eyes on 
the tiny pie of privilege the elites were intent 
on keeping. There was once a time, not so 
very long ago. wlicn the elected Indian 
govemmentcouldnot be seen lobe favouring 
one hig Indian language at (lie expense of 
the others. And there was once a time, not 
so very king ago. when the corporate sector 
was afraid to intervene posit ively in shaping 
and nurturing the imaginative, long-term 
solutions this society needs. India's elites, 
the government, and the corporate sector 
acted independently, fatalistically, and in 
ourownshort-term self-interests - and often 
at cross-purposes. 

The result is that big decisions have now 
essentially been taken for us. We missed the 
moment when wc could decentralise and 
build up capacity from a more democratic 
process of industrialisation within our 
regions. We missed (he chance to evolve 
products which were unique, internationally 
needed, and where wc would automatically 
have an advantage. We never educatcskall 
our children, such that they could develop 
the country in their own image. And we 
stultified the languages the truly creative 
and innovative people in India worked in, 
making them and their work marginal. 

Wc actually thwarted the country's own 
attempts to develop itself. 

It now seems, in hindsight, inevitable that 
India's languages could not have come to 
some agreement and organised a more 
bloodless triage, because, as we now see. the 
context in which that c«iuki have been done 
was not political, hut industrial. There was 


no material incentive offered to India's 
smaller language groups to transform (heir 
lifestyle by 'migrating' to a new language 
competence - except in theeasu of the literal 
migrants, whose increasing presence in our 
cities actually alarmed us. 

But now the forces are set in motion, and 
it will take nothing short of independent 
industrialisation in ail the smaller language 
regions, or u return to underdevelopment, 
to counter the momentum towards a far 
more homogeneous India by the time the 
present generation of children is in power. 
Because the forces (hat are at wurk to achieve 
this wdloperute well below the radar-screen 
ot the political process. 

The future that is on the cards for .us is 
indeed 'simpler'. The four-tiered structure 
looks rcu<ly to morph into a ne w configuration 
with a far more accessible English at the top, 
far less exclusively linked to an elite class, 
far more needed 'to get the job done'.Then, 
just below English, we see a few Indian 
languages of commerce, technology and 
mass-media, most probably Hindi. Tamil 
and Bengali, with Hindi as a sort of 'first 
among equals’, familiar to most educated 
Indians. Below (he ‘hig three' we see unothcr 
layer with all (he other regional languages, 
now juniorpartners in adigkissie relationship 
with one of the hig three’. The spread of 
television, and of primary education, as India 
begins to he concerned about its child 
population, will complete (lie homogenising 
process by knocking out the pre-litcrale 
dialects as languages of refuge for the new 
generation |see Mohan and /odor 1986. 
Mohan 1993a |. 

And yet. it seems as if one hus seen this 
all hefore: phase change accomplished within 
a single generation, and the sudden demise 
of hcalthy-looking languages and dialects 
which had lost their socio-economic raison 
d'elre in anewcconomiccnvironmcnt.Once 
again we see language kiss as the other face 
of ’migration' and 'urbanisation’, when the 
ground changes hclow our unmoving feel 
and becomes an alien landscape. It is not as 
if this was unexpected. It is just (hat too 
many of us thought it couldn't happen unless 
wc moved to do it. Or that it would happen 
'later', when we were ready. 

We never really understood, as a society, 
that the mind-boggling richness of our lin¬ 
guistic diversity was actually a manifestation 
of inequality and underdevelopment. Wc 
never recognised that there was only one 
'direction of flow': poor people learned the 
languages of belter-off pcoplcymd not the 
otlicr way around. And wc never noticed that 
the demands to he left akmc came either from 
sentimental outsiders fixated on the last of (be 
’noble savages'. or as part of a larger demand 
for virtual secession from Uk Indian nation. 

The struggling poorwere more pragmatic: 
tbetr dialects and languages bad ‘let them 
dowh’. had been part of their marginal 
identity. Sentimental they were, hut they 
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moved on, A language coaid easilyhe givetK 

up if it was associated with poverty,, 
powcrlessness and overwork. The Indian 
poor knew more about the sacrifices involved 
in development thun the sentimental rich, 
because they were actually doing it. 

It is just possible that all these languages 
did not need to he marked ftir death, that 
the preservation at least of literate diversity 
might have been important. But that would 
have entailed a graceful letting go. allowing 
all our regions the autonomy to grow and 
develop in their own way. ‘operating’ their 
own ‘linguistic currency’ and resolving (heir 
social inequalities. 

Wc got enough hints that this option might 
be acceptable. But we didn't do it. And now 
market forces huve merely set out to ‘solve’ 
the problem placed hefore them: of a 
plurilingual landmass of 900 million-odd 
people looking for a way to ‘develop' and 
face the global system. So India was handled 
as if it were just your average tiny nation 
stale looking to industrialise. But in exchange 
for the sacrifice of its still living past it was 
offered a new life built on die ruins of the okl. 

... strong ms self-healing coral, a quiet culture 
is branching trom the white, ribs of each 
ancestor. 

deeper than U seems on the surface, slowly 
hut sure. 

i| will change us u-iih Ihe fluent sculpture 
of Time. 

From that coral ansi crystalline origin, a 
simply decent 

race broke from its various pasts, trom 
howling sand 

to a track in a forest, lorn trom the farthest 
places 

of Ihcit nameless world. 

...hut where coral died 
it feeds on death, the hones branch into more 
coral. 

and coni indicium begins. Il lies in the schism 
of the starfish reversing heaven; ihe minor 
ol History 

has melted and. beneath il, a patient hybrid 
organism 

grows in his cruciform shadow. 

—Derek Walcott. Omerox: 296-97. 
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Tkibal Education for Development 

Need for a Liberative Pedagogy for Social Transformation 

Radotf C Heredia 

If the developmental dilemma that confronts our tribals is to Ire successfully addressed, trihal integration will require 
their mobilisation not just to preserve their cultural autonomy, but to redress their minority status as well, so that 
they can participate in their own development. In this tribal education will have a necessary and crucial role to plav 


A DEVELOPING nociety. insofar as ii is 
developing, must necessarily be in a state 
of change. The changes may be responsibly 
planned or randomly accidental, cautiously 
evolutionary or precipitously revolulionaiy. 
evenly progressive or periodically 
reactionary, but eventually the diffused 
impact of change touches the most traditional 
aspects and the most remote groups of that 
society. Parsons and Platt held that the 
"development of modem society included 
three processes of revolutionary structural 
change: the Industrial Revolution, the 
Democratic Revolution, and the Educational 
Revolution.'* 1 Today we would add the 
cybernetic revolution in electronic 
communications and automation The first 
revolution brought the promise of economic 
wealth, (he second the demand for political 
freedom, (he third presaged the triumph over 
human ignorance, the fourth lias precipitated 
the global village But today in our post¬ 
modern. underdeveloped world, the promise 
is unfulfilled for most people, the demand 
unsatisfied in many areas, the triumph 
unrealised by the masses, and the global 
village is now being 'ethnically cleansed' 

TIubai. Devtu/iPMtxt 

In this country development has not been 
an unmitigated boon for all our people. The 
very ituxlMl of developmental change 
adopted is being severely questioned, and 
even rejected in some quarters. But as yet 
no viable alternative has emerged to replace 
it effectively on the national scene We 
seem unable to cope with the sc vere stresses 
and strains precipitated by our so-called 
planned development' within a democratic 
framework, or in keeping with the norms of 
•civil aociety.OurecoiKxny is bcinghijackcd 
by the class bias of a new economic policy: 
our polity is increasingly corrupt and 
criminalised and now yielding to fascist 
forces; our civil society, so fragile and 
fissured, is growing ever more obscurantist 
«nd fundamentalist... There seems to he no 
end to our woe*. 

Moreover, these changes have been 
extremely uneven, for not all group* or 
regions are affected equally or in the same 
way. Dominant ones, more actively in 
control of their circumstances, are more 


likely tocomeoff advantageously, whereas 
subordinate ones, more passively responding 
to the changes affecting tlrcm. are often 
further disadvantaged. In fact, (here seems 
to he. both internationally and intra- 
nalionally. a correlation between the 
'development' of a few and the ‘development 
of underdevelopment’ in many others. In 
quote Andre Gunder Hrank. : What 
development in this country seems to have 
done is to accentuate the dominance- 
dependence relationships and reinlorce the 
unequal exchange between super- and sub¬ 
ordinate groups 

Of the many poor, marginalised and 
oppressed groups in this country, the 
scheduled trihes are clearly among the most 
vulnerable to this kind of change. Their 
tribal identity isnegated. their human dignity 
violated They have been marginalised from 
the benefits of development and relegated 
to the bottom of the social hierarchy, where 
they arc assimilated in a ’forced division of 
labour’. to use tlus phrase in the Durkhcimian 
sense, as amenic and alienated people. Efforts 
to reverse this trend have not been very 
cffectivc. even though well-meaning. 

The development process, then, has 
presented our trihals with an acute dilemma 
On the one hand, regressing into isolation 
if this were possible any more, would only 
leave them "practically condemned to total 
extinction". 1 On lire other hand, develop¬ 
mental change seems to be compromising 
their very identity By far the largest 
proportion of tribals would he "ready to 
change their tribal ways of life and go along 
with the national mainstream”.* if only this 
could be done without sacrificing their tribal 
identity. Since Nehru’* 'panelwheel' on the 
national policy for tribal development.* tltis 
has meant 'integration', not 'assimilation* 
of the tribals into the national mainstream. 
But this doesnot resolve the tribaldilemma. 
rather it accentuates it. 

Two things ore of crucial importance in 
this dilemma: Uac kind of development we 
strive for. and our understanding o! ethnic 
identity. With regard to the first, the goal 
of our development must be characterised 
by three features: 

...an equity, that opposes all expfcitiahott 

and inequality; a sustainability, that i* 

ecologically sensitive to, and respectful of. 


the environment; and a participation of 
people in both, making the decision* that 
affect their live* and implementing them as 
well. Indeed, it is the people's participation 
at all levels that will be able to make the 
developmental process, equitable and 
sustainable as well 

Moreover, sue h an understanding of.develop¬ 
ment mokes possible the 'cultural autonomy'. 
which wdl make all (be difference between 
integration and assimilation tor our tribal*.* 

With regard in the second, a static 
understanding of tribal identity cannot 
assimilate or integrate change. It will resist 
ot breakdown. But “tribal society, like any 
other society, is not static, ft has its own 
dynamism, it has its own history." 1 In this 
historical perspective, “tribes as changing 
aggregates is an important departure from 
the orthodox beliefs in tribal research.*** 
Moreover, in an i -.oiulionary process the 
tribes are at different stages and changing 
at varied pates Only if the cultural 
autonomy o' tnhals embraces such a 
dynamic understanding ot their identity 
can they he democrat redly integrated into 
a society striving for social equity, 
ecological sustainability anti people'* 
pariii. ipatii.-.. 

Moreover, inthi-.es wintry,tr-ha l ethnicity 
inevitably involves minority status. For. 
their group identitc is socio-culluralty 
subservient and theit class status is eco- 
politically subordinate In other words, they 
arc subject to .1 set of attitudes - a aelf- 
dclininon Irotn within andpretudicc from 
without - ami a set of behaviour* - *clf- 
segrvg at ion lit tin within and discrimination 
and exclusion Irom without.' 

If the developmental dilemma tb*l 
confronts our tribal* is to he successfully 
addressed, then their ethnic identity m u st 
mu. he lost nor must they be marginalised. 
Rather, tribal integration will require tbetr 
mobilisation r*M just to preserve drew 
cultural autonomy, but to redress tire# 
mimwtty status a* well. *0 that they can 
participate in their own development in a« 
equitable, just and sustainable society Tbt* 
isour alternative understanding of ‘another 
development'm term s of human Idie rre k m . 
In such an under >-tan rag «»f tribal 
development, tribal education will tub a 
necessary anJ m<»st crucial rede #0 play. 
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Education k* LmntATtON 

The role of education in society is complex, 
id its relationship to development 
ohlematic. Early optimism yielded to 
issimism later: 

It was uncritically assumed that education 
could cum all kinds of social problems and. 
particularly that it could bring about more 
equality among men. As the sociology of 
education developed, this was progressively 
reversed and a new philosophy, a pessimistic 
one, emerged more and more convincingly, 
l may be summarised in (he statement that 
schooling is unable lu reduce to any 
considerable extent the inequalities among 
individuals which result from social 
background. 10 

* 

n this country we have come a long way 
im the .confidence of the Education 
ommission Report (1964-1966) on 
location and National Development, in 
lich it solemnly proclaimed that the 
estiny of India is now being shaped in her 
ssxrootns"." However, we have not as yet 
Lien into the extreme pessimism of some 
^Marxists, like Althusser and Gramsci. 

’o see education merely as an ideological 
strum cni of class domination aqd control. 15 
tee we concede a certain reciprocity 
tween thesubsystemsofaxoeiety. we can 
idly deny a role to education, though there 
' bedisagreement about itxcffective impact 
society. However, “when we have clear 
idcnce of the role of education in creating 
nditkxis of change, it is usually from the 
rd world rather than the west". 1 ' It is in 
s context, then, that we perceive a crucial 
e for tribal education in tribal development. 
However, our focus here is not on the 
tire education system, nor any particular 
ititution within it. but only on the pedagogy 
work there. Our concern, then, is not with 
anisationa! models, whether traditional 
modem, tribal or mainstream, but rather 
we fundamentally, our search is for an 
emativc pedagogic model to radically rc- 
ent our education. For. it is in the classroom 
‘, the moat basic and decisive change is 
led for. if education is to be a liberating 
cc for our oppressed people. For. while 
classroom may not he at the cut t ing edge 
ndia's destiny, it isccrtninly the ultimate 
us where educational reform must be 
ective. if the system is to be relevant in 
way to the changes being proposed here.' 
Tiere is of course a means-end relationship 
ween a pedagogic model and the 
responding educational goals. And if the 
Mscof education is to be a liberative one. 
n this demands a pedagogy adequate to 
task. Moreover, while means and ends 
st not be confused, neither can they be 
npletely separated. For, means cannot be 
rclyocotral in terms of the goal* they are 
acted far. If they are ineffectively oriented 
heir ends, then they will be just so much 


dead weight. As means are to he optimised 
in terms of ends, so too must our pedagogic 
model be in terms of our educational policies 
and purposes. However, sometimes the 
choice of available means may be 
extrinsically limited. More often, though, it 
is the neglect of the intrinsic dynamics of 
the selected means, and the context in which 
they operate, that displaces or subverts the 
goal. The medium becomes a mismatch for 
the message, and contradicts implicitly what 
is explicitly intended. Nowhere is this truer 
than in the field of pedagogy, and for us this 
is a crucial consideration for any review of 
our educational policies and practices today. 

In India educational policy seems to be 
more articulate and eloquent about goals but 
grossly lacking in tin: political will and the 
administrative ability (oesublish appropriate 
means to achieve these objectives. Now in 
proposing human liberation, rather than 
. the earlier understanding of national 
development, as the goal for education, we 
arc going beyond some of the earlier 
understandings of development, to an 
alternative one. to ‘another development’, 
which wc have, briefly sketched above. 
Towards this end. we sketch a liberative 
pedagogy for social transformation, as a 
radical alternative to the dominant 
pedagogies adopted in this country. We 
believe that such a pedagogy is particularly 
pertinent for marginalised peoples, 
struggling to preserve their human dignity 
in an oppressive society and to save their 
distinctive identity from being engulfed in 
a homogenising world. 

Pedaoot.k' Pha(TK>. and Dbcwksfc 

Education must have two basic functions 
in a society, especially in a developing one. 
On the one band, it must conserve and 
transmit the cultural heritage of the older 
order to the younger generation, and at the 
same time critique this heritage so as to 
creatc.a more adequate response for the new 
society emerging. Obviously, education for 
theconservativc-transmission function will 
be ratherdifferent from that for the critical- 
creative one. But in either case, or in 
whatever mix they occur, the pedagogic 
process involved remains a means-in the 
service of certain ends, implicitly if not 
explicitly, with a 'hidden'. if not an 'open' 
agenda as well, 

Our concern, then, is with education in the 
wider Durkhcimian sense of the word.' 4 
Hence, distinctions between formal add non- 
form a L, adult and child education, while 
important in other contexts, ore not really 
pertinent to our considerations here, since 
the pedagogic relationship* we are discussing 
cut across these distinctions and obtain 
wherever there is in fact a learning content. 
Indeed, while there are differences between 
formal and non-formal education, 


in their sponsorship and inaHtutional 
arrangements and often in their educational 
objectives and the groups they serve... there 
is no sharp dividing Him between them. 
Moreover, their difference* occasionally 
merge in ‘hybrid’ programme* combining 
the significant feature* of both.'* 

All pedagogic practice can only be 
adequately understood within a frame of 
reference, or in other words in the contcxtof 
the pedagogic discourse in which it is 
developed and legitimised. Otherwise we 
cannot probe the underlying presumptions 
or deconstruct the process that give* rise to 
it in the first place, let alone comprehend 
the dynamics of its relationship to the 
Cultural values and social structures to 
which it is oriented. As Freire would insist, 
"methodological failings cun always be 
traced to ideological errors". 14 especially if 
ideology "is defuted in the hroader productive 
sense as a mobilisation of meaning, ... an 
actively constructed and fundamentally lived 
farm oj experience...”''' 

With this in mind.lo situate our discussion 
more intelligibly, we will make a brief review 
of some pedagogies to cany forward their 
contribution in our search for a critical 
pedagogy for our education today. Some of 
the questions orienting this search can be 
articulated here: “In what way can wc 
repos ilion ourselves as educators against the 
dominant culture in order to reconstitute our 
own identities and experiences and those of 
our students? How can educators construct 
a )>cdagogic project that legitimises acrilical 
form of intellectual practice? What diversity 
do we silence in the name of a liberative 
pedagogy?.There are no immediate or 
final answers to such questions. Rather they 
are intended to inspire an ongoing pedagogic 
process as the basis of an education for 
human liberation and social transformation 
today. 

Classical TuAurnoN 

In the western classical tradition “liberal 
education, viewed in itself, is simply the 
cultivation of the intellect, as such, and its 
object is nothing more or less than intellectual 
excellence”. IV The primacy of the intellect 
was not negated in Newman's ideal of the 
Christian gentleman’, nor in the rational 
humanism of the scholastic tradition, which, 
was epitomised in the Ratio Studiorum at 
(he Jesuits, who came to be known as 'the 
school masters of Europe’, The assumption 
here was that putting a young person in 
touch with the 'greats' of the past-men, 
ideas, events, etc,-was invaluably 
formative. The approach was to teach logic 
and facta to produce a student who would 
think clearly and have amastery over a body 
of knowledge. 1 * 

In ancient India a pedagogy modeled on 
the ‘guru-sbUya’ relationship in the 



bnfacBuuc tr*6tt>MS of korning implied tn 
mxfcrataodiag ui authority and obedwnce 
that wu trolly do ri g n cd more to conserve 
and tranamH traditional Warning than 
toeaeounge creative and critical thinking. 
In tribal society. ogenckx of education, 
though far lew authoritarian, wwre certainly 
more concerned with conserving their 
traditional cultural heritage rather than 
changing it to create a new one. Today the 
dominance-dependence relationship* in i>ur 

daaaootns only reflectlheolder authoritarian 
paternal km. 

Today there k a disenchantment with 
classical education with regard to both ita 
mean* and enda. Ita philoaophical 
underpinning baa kax and less empirical and 
experiential rupport. Once the critical 
problem of knowledge wax potted by Kant, 
the objectivity of our gnucp of truth and its 
limitation* had to be questioned, and the old 
cpiatcmology gave way to a more 
phenomenological approach with a critical 
hermeneutic theory of understanding As 
education became more democratised and 
politicked, the relationship of knowledge to 
power and accessibility to social si at us. came 
to be more clearly articulated. The neutrality 
of the ‘immaculate perception' implied in 
'purelyohjcctivcknowlcdgc' was questioned 
and largely discarded. So ton was the elitist 
bias inherent in its pursuit of intellectual 
excellence for the gentleman in the west, or 
the philosophic detachment of the sage in 
the east. 

However, what is surely valuable in this 
tradition is its stress on subjective 
assimilation, the importance of reason and 
the vahie of man s past cultural inheritance. 
If the past can he carried forward with a 
'liberating memory’, then surely this ix 
xomething that is too precious to he lost. 
Moreover, if the contemplative dimension 
of the quest for knowledge, which (he 
classical traditions in the wext and the cast 
rightly emphasise, ix to he truly authentic, 
then it cannot he a contemplation divorced 
from action, juxi as any real comprehension 
of the truth is always authenticated by deeply 
human commitments. 

Ljmral Camqti; 

The pragmatism of this liberal critique 
gives rise to a more expcrientially founded 
pedagogy This is epitomised by John 
Dewey's fulwttliott jor l)ritnx rtir\-. ■' Die 
goal of education for Dewey was an educated 
active citizenry without which a true 
democracy could not function. As Kvcreti 
Re kner affirms: 

True education tsa basic social force. Present 
social structures could not survive an 
educated population, even it only a 
substantial mtnority were educated. People 
are schooled to accept society. They ale 
educated to create or recreate one." 


For Detrey, experience as (be road to 
knowledge was the vehicle for such 
education, as opposed to mete schooling. 
We leant what tw do, and it k the process 
more than the content, the hidden more than 
the assigned curricuhim.thxi effectively 
‘educates* or ‘schools' us. Dewey 
recommended the probkm-solving approach 
and the project method to follow interests 
relevant to stud cats in order to develop 
initiative and self-reliance. His empbask 
wax essentially on experience-based leaning 
by doing. It is the “reconstruction or the 
reorganisation of experience which adds to 
the meaning of experience, and which 
increased ability to direct the course of 
subsequent experience". 11 Thus began a 
whole new pedagogy that came to be called 
‘progrexxive education'. For Dewey, then, 
the barriers that the classical tradition set up 
between the practical and the educational 
world, the 'shop' and the 'school' were an 
obstacle to the important socialising function 
that the relationship between theory and 
practice provided. Significant teaming was 
by doing, not simply by teaching. 

In India perhaps the best example of the 
liberal tradition was Tagore with hix 
innovative educational venture at Shanii 
Nikctan. This wax not fust a mat lerot learning 
Jor life but more a creative attempi in 
integrating learning tirul life. For the artist 
this meant not only a concern tor truth 
(satyam) hut for beauty Csundaram’) av 
well. However, innovative and creative 
Tagore '-humanistic pedagogy mlliiscounlrv 
might have been, basically il was soil within 
the confines ot the liberalism ol the lime-.,- 4 
Gandhi x naitalim' wax mire radical. Hix 
awn 'experiments with truth'. 3 implied an 
experiential basis to learning, closer to ihc 
empirical one of Dewey than to (he a priori 
philosophical one ol hrahmamsm. Sotoohi* 
concern lor the 'basic education' ot the 
max sex distanced Inin from the clllixm of the 
classical tradition* m India. Ccrumly his 
pedagogy waxc loser to the artisan-apprentice 
relationship in a working context, than to 
the guru-xhisya one in an ivory lower 
Unfortunately, then, progressive education 
did not quite fulfil its democratic promise, 
and it has been criticised for falling into 
"an instrumentalism that served the 
corporate order - Thus, in practice its 
pedagogy was dictated more byihcdomin.ini 
vesicd interests which co-opted it than by 
the need*ol'lht democratic cgahtaii.ui society 
which it sought to achieve Die ctimculum 
imposed was more the cultural currency of 
■nanagcmvni and control than a genuine 
acknowiedgcmcnt ol the different rntciv-sts 
and needs of students. Dk privileged 
experience it endorsed legitimised the 
dominant eutuire .aid tweanw less relevant 
if not opposed to the emancipatory concerns 
ot subordinate gnHip*. Contradict ion* tn the 
system Were contoured in a pedagogy ol 


normative pluralism rather than integrity! 
into a viable conclusion. Conflict was 
restrained in adixcoursc of cordial relations 
a poli tc civic humanism'. but the underlying 
inequities were left unresolved. 

Inevitably the emphasis shifted from 
Dewey's goal of educating an active and 
critical citizenry to training a skilled and 
productive workforce, from social change 
to individual mobility. The tendency wax to 
see education as (be painless key lo conflict- 
free progress. This is certainly reflected in 
the Kothari Commission's vtcwofrducalioo 
as potentially a non-violent revolution. 
However, in the dash of perspectives and 
interests between policy-makersandeikntx. 
as also between various lobbies among 
policy-makers and various categories of 
clients, the disadvantaged arc further 
marginalised. Education becomes one mote 
instrument of alienation, in which they ore 
unrepresented or even misrepresented, by a 
“quiet, civilised dynamic of dominance". 3 

Progressive education, m short, increas¬ 
ingly began to fall mtothc trapof regressive 
schooling. Il failed by and large lo tree itself 
from the politics that domesticated the 
revolutionary potential of expcricncc-haxed 
learning, to educate » democratic citireriryfor 
active participation in their society. Yet its 
problem-centred approach focused on Wow 
lo meet new questions and not reiterate old 
answers. It* po-jcct method shifted the 
emphasis from teaching to kamittg. from 
passive as*umlalii«l tothe active involvcnicnt 
of students ‘in learning by doing'. Its 
sensitivity losuidcnt differences and (Merest* 
proved lo be basic for any significant or 
relevant teaming Ail this adds up lo an 
impressive coultibution But first a social 
critique is ncccssaiy to tree thi* potential 
and promise Irom oppressive constraints 
and dominant inti rest*. by which it had 
been co-iyted. and lo harness it towards 
cultural action lot freedom', not 
domination 

Raiivai Ai lwvimt 

Die neu critical sociology <UThe bO* and 
7ik provided the basis tor an metstve critique 
ol Ihc tvlationshipi't'c-ducation and society. 
It “provided a discourse fot re-cramming 
the relationship among kn»>wkdgc.culture, 
and powce. on the one hand, and schooling 
and the issue id esmipd ■« the other".* 
Education was mo* seen as a dependent 
variable, not a causative *mc. m tile sevtiat 
system It reflected and reproduced the 
s<<ciai struvture anJsuhure ot the dismount 
gtoups that iisntrolU-d it The schoo 
institutionalised the distributor o 
knowledge atid skill* MM-topcrpetuatctbc 
relative class statu* u| Jifleivut gosijw k 
Mwiety. DwpiiljgogK pro* css irutmoikeg 
aild legitimised the values and dl-cvpUne 
that sustained the status quo ffetKc tbt 








uTfeeey of ‘dnagtoofing society”' and 
developing as *J(amative ‘pedagogy of (be 
oppreeand’.* 

Some version* of thix critique wens so 
deterministic u to leave little room for an 
authentic ‘human praxis'. Historical neces¬ 
sity aeeaa to displace hope and struggle. But 
the process of domination is never stable or 
complete in a society. There are ‘spaces’ 
where subordinate groups do confront and 
can contest superoadinate ones. People do 
rosist, and the “ni plural effects of conflict 
and struggle"” often arise among tbc 
marginalised and then flow into and affect 
the mainstream. It is not just the reflection 
tod reproduction of the old in society that 
we must critique; there is also the production 
and creation of the new that we must make 
paaaible. 

(Sandhi's basic educationdkl. indeed, have 
tbc potential for (his. For it legitimised and 
made re levant subaltern knowledge and skills 
by (be 

... allocation of a substantive place in the 
school curriculum to systems of knowledge 
developed by and associated with thr 
oppressed group* of Indian society, namely, 
artisans, peasants and cleaners. It was no 
less than a proposal for a revolution in the 
sociology of knowledge. “ 

Relating the classroom to the natural and 
social environment through the curriculum, 
as Gandhi proposed, could have far-reaching 
coracqoeaOMfar "challenging the prevailing 
hierarchy of knowledge in our caste 
society."” 

For Paolo Freire. such 'cultural action for 
freedom’. is what education is all about - 
a prophetic denunciation and-anunciaiion. 
His “radical pedagogy that expresses hope, 
critical reflection, and collective struggle"'* 
is not divorced from politics. Rather both 
are based on a philosophy of Itopc and a 
theology of liberation. And «o his concept 
of'cnnscicntisation'..."joins die languages 
of critique and possibility".’’ His under¬ 
standing of‘praxis' does not call fur theory 
to be ‘collapsed inio praet kc, nor for practice 
lobe dictated by theory, hut for both to be 
held in adialectical unity, where"knol wedge 
becomes fcitilixc^hy practice, and practice 
is guided by knowledge’. u What is faring 
urged, then, is a‘counter-hegemonic 
pedagogy of empowerment for liberation 
and freedom. 

Central to such a pedagogy is the 
expe ri enc e of the very persons to he liberated, 
if indeed this liberation is not to be some thing 
extrinaicalty added rat her than patlicipatively 
won. The emancipatory potential of this 
experience must be tapped to con scientist 
people far hope and struggle. Obviously, 
this experience must be critiqued and 
enriched. Far there arc contradictory tensions 
here - "not only radical potentialities, but 
•Iso sedimentations of domination".” The 

wternalri norm of their ownopprea*** must 


prevent us from idealising the ‘poor', just 
as their resistance to the powerful can point 
tbc way to s couatcr-culture. W hat IS required 
it a radical transformation of tbeir low *elf- 
imsge and their wgative self-identity. Indeed 
this is tbc necessary condition, the very 
starting point for any process of 
conscientisation that will release their 
revolutionary potential for change. This is 
particularly pertinent for dsiits and tribals 
in our castefclass-rkidcn society. 

Moreover, if a society's cultural heritage 
is viewed as a collective (earning process 
over genera dons, it cannot be simply negated 
and dismissed. Rather it is part of a wider 
cultural process and hence related to this 
struggle for liberation. Scholarship too is not 
to be discarded a priori by anti- 
intellectualism. but subjected to a ’close’ 
reading to appropriate what is valuable and 
liberating, as also to unmask (he selective 
ignorance, the structured silences, the latent 
question Dial ought lobe, but is never asked. 
Further, since cultural experiences will vary 
considerably across different strata and 
segments of a society, a critical pedagogy 
will endeavour “to appropriate the most 
radical and affirmative aspects ol the 
dominant and subordinate culture ' A 
critique of ’cultural politics’ will he needed 
to draw on these resources and construct 
strategies for contestation. 

The pedagogic implication of this will 
require teachers and (aught to be 
transformative intellectuals"'* 1 who unite 
thinking and acting and ate not co-opted by 
dominant or hegemonic interests Henry 
Giroux sums up this "transformative 
pedagogy" as ’making the pedagogical 
more political and the political more 
pedagogical The lirst would mean 
''inserting schooling directly into the politi¬ 
cal sphere", since ’schooling represents a 
struggle to define meaning and a struggle 
over power relations”;*’ and lire second, 
"utilising forms id pedagogy that embody 
political interests that are emancipatory in 
nature".“Thus students would be humanised 
and committed as critical agents to the 
struggle against iniusticc and t»w a better 
world for all. for tire whole ecologa al 
community on our interdependent earth 

Such an alternative might seem Uniutopian 
But the importance of utopia is not the 
nowhere land it points us to in the future 
Rather it is the practical possibilities it can 
inspire in the |rfV«em. indicating ‘spaces’ in 
society, the 'ruptures’ in its structure, that 
can serve os points of entry to begin an 
evolutionary process of change or even 
precipitate a revolutionary one towards 
justice and peace in society 

PXAfni Ai Impi K-xores 

If the theoretical discourse sketched .ih> >vc 
so far M to be related to a pedagogic policy 


of action, then some of the practical 
implications must be spelt odt This will be 
done here for the following four areas for 
such action: the context, tbc process, the 
students, and the teachers. 

Even while the need tocriiiquc and contest 
the recommended curriculum, and 
particularly its hidden agenda, is conceded, 
there must nevertheless be some context to 
any learning. In orienting the explicit and 
implicit agenda to educational goats, 
relevance must be sought not only in terms 
of personal interests and needs but also of 
social responsibilities and concents. Hence, 
‘taking courses’ and ‘accumulating credits’ 
or passing examinations and fulfilling 
requirements are pertinent only insofar os 
they make for "significant, meaningful, 
experiential learning."” and do not encourage 
"ventriloquising", i c. "speaking os if with 
the voice of another - usually on authority". 4 * 

Moreover, given the heightened pace of 
change and the explosion of knowledge 
today, no programme o| studies can he 
sialic. It must constantly he updated and 
upgraded Rather than attempt to fill tile 
students with uselul information, or he a 
menu for a great smorgjshorJ. its context 
should locus on questions, not answers; on 
pme cdurvs. ro >t solutions; in personalising, 
not standardising; .in the future, not the 
past; on continuing, not on completing 
one's education I .deed, loo easily “what 
passes tor a curru uluin m today’s school* 

is little else hut a sti ategy ot distracti on;".* 
Ot worse still with our government- 
sponsored text hooks ii becomes on 
'instrument ot alienation".” Further, since 
a viable social entique is premised on 
knowledge as inter-connected and integral, 
a curriculum -otiscqucnl on tins must have 
an inier-disciplmarv approach, not a 
compartmentalised one in which the 
"regime of < ruth" 4 ’’ ol each society divides 
and rules it 

With regard to the pedagogic process, if 
it is to he cxpericiree-hased. as explained, 
llmust relate tile school to socrety and involve 
students and teachers in the community so 
that education is in conlmuity with life, 
and learning is h»th relevant and meaningful 
to it Tire emphasis must be on creating a 
learning environment that is connected to 
society, not on imposing a teacher's 
discipline in an ivory tower. Such 
experience-based learning must be dialogic 
in ail encounters ol experience, b et we en 
ime’s own and others', the present and tbc 
past, the personal and the social, the studcatU 

and teachers. This will require imaginative 
and constructive ways of interrogating 
experiences tn all these duwenston*, *o that 
the "outcome of negotiated meanings - ” t* 
otree again both significant and liberating. 
For this, it would be necessary to opunuar 
various com pkrm-ntarv methi aid other than 
set them m iippiwiiiim to one another or rely 



too exclusively on any single ooe. Much 
depends on the creativity and competence 
of the teacher lo use the problem solving 
approach to arouse thecurioxity of students, 
and the project method to involve them in 
actively learning by doing. The standard ised 
classroom teaching methods, particularly the 
lecture method, is hardly a substitute for this 
and at best a poor complement. For. the 
lecture “maybe used appropriately to convey 
information, but it cannot he used effectively 
on its own to promote thought or lo change 
and develop attitudes”.' 1 Surely, today there 
are more effective and less costly ways of 
communicating information. 

Evaluation must be broad-based in the 
areas of student performance covered, and 
multi-faceted in the methods of assess¬ 
ment used. Where possible it can actively 
involve the students in a process of self- 
and group-evaluation. Using standardised 
examinations on a mass scale as a measure 
of learning has serious limitations. Where 
this is unavoidable it is at best an indicator 
for minimal certification and at worst a 
class-biased instrument for academic 
selectivity 

Coming now to the students, it must he 
evident that they bring a variety ot 
experiences from varying cultural, oral least 
subcultural backgrounds. Not all of these 
will have the same pedagogic capacity for 
growth. Here the pedagogic prerequisite is 
to affirm, not negate, what is valuable and 
humanising, not by the criteria of the 
dominant culture, but by discerning the 
liberating potential hidden therein. This 
affirmation i> particularly important for the 
disadvantaged and the disenlranch ised. For. 
the poor too have "a rich culture, intensely 
personalised and full of immediate rather 
than remote concerns. The issue is lo make 
it possible for the poor to gain a sense of 
their own power, through creating a sense 
of projqgt in the future". 

The pedagogic process, then, must not 
only affirm the students in the school, it 
must also help empower them in society. 
This cannot happen if they arc treated as 
professional clients of the teachers and not 
partners in a transformative pr<*ccs.> 
embracing both school and community 
Hence experience must he the basic omlext 
for this learning process - experiences 
interrogated and enriched, from lire past 
and the present, to he prophetic and 
empowering. F.xperioncc to be pedagogic 
must be concrete and contextualised, and 
only an active and critical engagement can 
make this enriching . (>ppon unities for such 
exposure and involvement come aplenty. 
Selectively and systematically integrating 
them into the pedagogic process demands 
creativity anddaring. as welt as discernment 
and decision. But the risks of not trying 
are even more drastic. 

What is required is a graded and guided 


involvement of both teachers and students 
in a social context that will not only facilitate 
learning practical skills and assimilating 
theoretical knowledge, hut one that will also 
form values and norms, attitudes and 
behaviors - patterns, which will motivate them 
to put these lo work for their liberation and 
towards a social transformation. All this will 
naturally he very demanding of the teachers 
concerned, even though, nr perhaps precisely 
because, emphasis has been shifted from 
elosed-ended teaching to open-ended 
learning. Though teachers and students are 
involved in this together, the teacher has 
greater responsibility forcrealing a learning 
environment lo facilitate the process. It will 
he important to keep this supportive and 
non-threaten ing. even while it must he critical 
and corrective. 

Unlike 'hegemonic intellectuals’ who 
support the dominant groups, or 
‘accommodating’ ones that compromise 
with them, or even ‘critical intellectuals' 
who may he socially concerned hut remain 
apolitical ami uninvolved in their ivory 
towers, for teachers as ‘transformative 
intellectuals'. sclvxils become public places 
“to recapture the idea of critical democracy 
as a social movement that supports indi vidual 
freedom and social justice”.' 1 For this they 
must “take seriously the primacy of ethics 
and politics in tlreir critical engagements 
with students, administrators and tire 
surrounding community”," and develop 
pedagogics that will empowertheir students 
for this struggle rather titan advance them 
along career ladders, in sum. they must Ire, 
in Gramsci’s terms, ‘organic intellectual*' 
whose knowledge will articulate popular 
feeling and bring both to a dccpci 
understanding For "the popular element 
■feels’ hut does not always understand, lire 
intellectual element ‘knows’ hut docs not 
always understand ami in particular does not 
alwaysfcel”.” Indeed, interpreting the world 
they are committed lo changing it as well 
Such pedagogues must not only In- js 
involved as tlreir students, they must 
accompany them to make of tliese cn 
gagements a genuine learning experience, 
an ongoing interaction between theoretical 
relkclion ami practical action. For. not only 
do they seek lo interpret the world to then 
students, they are also committed loclianging 
it with them. 

And so rather than rejecting scholarship, 
it is ‘repoliticised’. i e. concretely 
contextualised amt actively involved m 
society. Once again, such a prefect must Ire 
constructively and carefully worked out ami 
carried forward. 

New Paxaixom 

What is really required then is not mere 
tinkcring with the okl model, hutlhe creation 
of a newonc. integrating a new methodology. 


This would imply • gumiiw ‘fwncfijpb 
shift' in the Kuhnian goose, k would be 
premature to spelt out ail its details, for it 
must respond to new problems and 
situations and even anticipate them. Hence. 
it cannot he pre-planned mechanically like 
some machine, or pre-programmed. 
cybemcticaHy like mime computer, oreven 
pre-coded genetically like some organism. 
Indeed, as with all truly innovative 
methodologies - as the etymology of the 
word itself might suggest - we must create 
it as wc go. and brave the displeasure of 
the old orthodoxy. 

There are no beaten paths in thisunmapped 
territory, nook) ‘‘roadsdi verged in a wood”, 
for us to choose "the one less travelled by” 
and. with Frost, make “all the difference”. 
Here for the "wayfarer there is no way. we 
make the way by going", as thepoet Machudo 
says, t )f course, wc may well he accused of 
heingimpraelical. a standard defence against 
radical change. But we do believe that even 
now it is feasible lo begin this journey of 
a thousand miles with one small hut firm 
step, which hopefully will be followed, 
perhaps with larger and firmer ones, by 
others. 

Obviously no one can wish uway the 
statutory requirements to he met hy 
recognised institutions. But. even here there 
are possibilities for using the freedom we 
have, to create the freedom we wunl 
Unfortunately, here as elsewhere, toueasily 
do we choose the security of (lie legitimate 
anil the known over ihe urgings of the 
creative and the daring Thus all loo readily 
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m (be real challonge of the teacher* 
becoming 'trtflufannatire pedagogue* ’ 
diirmixied. While it U clear that we do not 
know all the feature* of thin new paradigm. 
we do know enough to begin with the 
intermediary rtepaformorccomprehcndvc 
plan*, and not ju*t to sketch them but to 
implement them as well. And. of course, 
this is only the beginning for the larger 
project of transforming our entire society 
a* Well. 

And so wc come back to (lie reciprocal 
relationship between educat ion and society. 
The search for a liberativc pedagogy to 
reform education points to the need to 
empower people for social transformation. 
And vice versa, an understanding of social 
development in terms of human liberation 
demands a liberativc pedagogy for social 
transformation. Hence wc arc urging both, 
'anotlicr development' for our tribal* and an 
'alternative' pedagogy for tribal education: 
u development (hat will not negate but ratltcr 
mobilise their ethnic identity to redress their 
minority statu* in an equitable, sustainable 
and participative society: a pedagogy that 
will not just 'hank' with them skills ami 
knowledge for subservient roles, hut rather 
empower them to participate in their own 
liberation and the social transformation of 
our society. 

The questions with which wc beg an ihi» 
search fora liberativc pedagogy for social 
transformation have not quite yielded 
answers, so much as given rise (o further 
questions for an ongoing quest for social 
transformation: "what arc the limits ol the 
knowlcd£c/powcr/suh|ixiiviiy relation'.’ 
How do we develop a public discourse that 
integrates the language ol powvt and 
purpose with the language ot intimacy, 
friendship, and caring .’ How do we speak 
in the name of emancipation without 
showing scorn lor those who aic caught 
in the grip of domination or ignorance, 
regardless of their class pi isition? Since we 
don't know what i» historically possible 
until it hjs been tried, how can educators 
begin to empower students to imagine a 
future in which hope becomes practical 
and where freedom can be dreamed, and 
struggled for, and eventually wonT'^TItcsc 
arc questions about the larger struggle for 
human liberation into which««ur pedagogy 
muit be integrated. 

Tbit «*ay takes a position, in order to 
I aciliUte a critical and creative dialogue not 
to anticipate imposed conclusions or 
recommendation*. To he critical, wc must 
be discerning and not satisfied with 
shibboleths and slogan*: to be creative, we 
mu*t he constructive but also reach out and 
take risks: to he dialogic, wc must be as 
willing to questiop ourselves us to critique 
other*. Hermann Hesse once remarked. 
"Moat men will not swim until they am able 
to”! This aptly describe* the double bind that 


experience-based teaming is prey to. One 
out never he capable of a transformative 
pedagogy unless one tries, but one does not 
want to try until ope is certain one is able, 
for fear of 'sinking'. Hopefully this paper 
will be an encouragement to break out of 
this bind and ‘swim ’. lest we.do nothing and 
'sink'. 

Note* * 

| This paper was delivered as a lecture in the 
J I’Nwk Memorial Orations Series.) 
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DISCUSSION 


Financial Reform and Security Market 
Booms in Emerging Nations 

Swupun Sen 


drawn too quickly from come temporary 
trends in demand for credit. Judging from 
the rate of growth of indualrial production, 
it it possible that if the trend is maintained, 
demand for credit would eventually riae. 

Patnaik ha* not ahown any evidence that 
India's central bank has been constrained 


I 

Are Security Market Booms 
Foreign Exchange Reserve Driven? 

IN several recent issues of this journal, 
Prabhat Patnaik and Ranjit Sau. among 
others, have made important contribution 
to the understanding of the recent financial 
• liberalisation in India. Independently both 
have expressed the view that the security 
market boom in the developing countries 
following their adoption of a policy of 
. financial liberalisation is the result of 
increased foreign exchange influx intothese 
countries. A parr of their critique of the 
financial liberalisation is based on the 
premise that such slock market booms 
wouldmagnify inflation, and once inflation 
takes its grip, manipulations of the exchange 
‘rate would follow clearing the path lor 
capital flights. Thus, the capital that came 
ftpm abroad would return abroad leaving 
the country high and dry. According to 
Patnaik (1994b). “accumulating foreign 
exchange reserves would he accompanied 
by a boom in financial assets, typically a 
stock market boom" (p 918). Ranjit Sau 
(1994a) writes: “In our judgment a primary' 
source of inflationary pressure may come 
from... the wealth effect arising from a 
stock market boom fuelled by funds 
released through corporate tax concessions 
granted in the budget and inflow of 
foreign portfolio capital” (p 938). In both 
instances, the stock price increases are 
connected to the foreign exchange inflows 
from abroad. 

Patnaik's position that foreign exchange 
reserves would cause stock market booms 
is based on the following: if the demand 
for bank credit increases at a rate slower 
than the increase in the foreign exchange 
inflows, then the later swells up the reserves 
with the banks “who act in such a manner” 
(not specified) that commodity prices 
including those of the securities would 
rise. It is not clear bow this would happen 
if the banks are restricted to the role of 
financial intermediation and are not 
allowed to participate as security 
underwriters or managers of mutual funds 
(as in the US). If, however, banks can 
participate insecurities trade in theirown 


account. Patnaik's point is that the added 
liquidity in the banking system v !d 
either depress the interest rate which can 
by itself contribute to the security market 
boom, or, if the interest rate is administered 
and cannot be lowered, the additional 
liquidity will fuel security prices through 
additional demand for these securities from 
the banking institutions themselves. 

Rakshit (1994) presents some Evidence 
in the Indian case that bank reserves are 
above the statutory reserve requirements, 
implying that the loan demand which is 
more a function of real domestic econon V 
growth, is not growing much in spite ui 
declining interest rates. The implication 
drawn is that the real domestic economic 
growth is sluggish compared to stock price 
increases or the rate of foreign exchange 
inflows. There is another possibility. The 
domestic loan demand is low not because 
economic growth is sluggish but the 
corporate borrowers are now borrowing 
from Indian public directly and also from 
abroad ratberthan from the banks in I”'<ia. 
It is also possible that conclusions .ire 


to keep the interest rate up to attract foreign 
exchange. Neither has he drawn any 
implication for banking regulation in India. 
Could a case be made that if the RBI 
regulates interest rates by way of fixing a 
floor, then it would be necessary in India 
to pass a US style Olass-Steagall Act of 
1933 to separate commercial and invest¬ 
ment banking?' 


Table 2: OLS Estimation of Stock 
Market Remans 


Variahlo 

Coefficient 

T-Value Level of 
Significance 
(PerCOnt) 

Constant 

46.6219 

1*09 

US 

GDP 

7.9865 

2.7911 

98 

RESRV 

-0.404836 

-1.0105 

u 

INT 

1.28906 

2.63017 

97 

EXCH 

-0.12654 

-2.10865 

94 


Dependent variable = per cent change ia stock 


prices 

No of observations = 18 
Degrees of freedom =13 
R* = .5908 • 

ns = not significant at acceptable levels. 


Table I: St«ick Mabkbt Returns and Macbo-Economic Chances 
in Emmoinu Mamets, 1993 


Coontiy 

Stock Price 
PerCenl Qiange 

GDP Per Cent 
Growth 

lot Rate 
Change 

Reserve 

Percent Change 

ExCfaRate 

Per Cent Change 

Turkey 

223.7 

10.8 

44.12 

1.83 

71.49 

Philippines 

130.2 

3.8 

11.46 

6.2 

7.59 

Hong Kong 

121.8 

5.6 

4.33 

22.16 

0.13 

Brazil 

115.9 

46 

2542.27 

36.03 

2542.27 

Indonesia 

113.6 

6.6 

-11.45 

7.91 

132 

Malaysia 

102.6 

8.4 

-16.98 

58.34 

1.54 

Thailand 

95.9 

7.5 

-4.66 

20.34 

0.04 

South Alnca 

73.9 

5.4 

-23.25 

2.91 

10.75 

Taiwan 

71.6 

6.1 

14.01 

2.31 

4.11 

Argentina 

40.3 

5.7 

-17.0 

41.18 

0.0001 

Portugal 

36.5 

-1.4 

-24.2 

-17.11 

19.21 

(Tale 

31.4 

6.0 

-51.15 

5-2$ 

1219 

Greece 

27.6 

1.0 

1.3.16 

62.71 

15.45 

Sooth Korea 

26.2’ 

. 9.1 

-15.36 

21.04 

2.52 

India 

24.8 

* 4.5 

-43.27 

77.33 

8.39 

Israel 

19.1 

9.3 

-11.06 

24.62 

7.33 

Hungary 

17.0 

-1.0 

11 0 

53.11 

31.19 

Venezuela 

-16.3 

1 " 

-3.18 

-3.52 

33.44 


Sourer. Dollar returns ia the stock-market -, GDP aad Reserves data are obtaiacd from The 
Economist. January 4.1994 aad suhsequeal issues. The interest nUc aad the exchange fate 
data are obtained from (be Balance of Payments Statistics of the Internal tonal Monetary 
Rtad. 
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• Aocording to $»u (1994b), corporate 
profile in op being helped by tax conces¬ 
sions in the budget. The corporate sector, 
inatead of using the profits to reinvest and 
expand, is “diverting” tbcfundx to speculative 
pursuits in the financial markets. Asa result, 
the stock market is booming with "no 
correlation with the level of industrial 
activity” (p 938). This argument creates an 
impression that whereas Patnaik is 
suggesting that the stock market boom is 
due to the external financiallibcralisation. 
Sau, to the contrary, is pointing to the 
inlernal financial liberalisation. The 
similarity of Sau and Patnaik's 
explanations, however, comes out clearly 
in Sau (1994a). Oh examining the interest 
elasticity of foreign direct in vestment (FIJI) 
and foreign portfolio investment (FP1). Sau 
(1994a) concludes that in the Indian 
situation, (he portfolio investment would 
supersede the direct foreign investment, 
implying that the foreign exchange 
inflows are indeed geared toward the 
financial security markets. Patnaik and Sau 
also concur that such foreign exchange 
inflows arc more in the nature of “finance 
capital” which are prone to quick llighl : 
than the risk bearing entrepreneurial 
capital that may contribute to economic 
growth in the host economics.' In the 
words of Patnaik: “What has become 
highly mobile across the world is not 
productive capital but finance capital, 
especially in the form of hot money It i> 
speculative funds rattier than direct foreign 
investments which have flowed into our 
economy..." (p 921). 

Ghosh [ 1994J cites the EconomitSunrw 
199.1-94 which xhows thui !<S per cent ol 
the total private foreign investment (PM) 
in India during April-Deccmbcr 1993 was 
in the form of direct foreign investment. 
If the "hot money" is the euro equities 
raised by the Indian companies, then such 
capital inflows account for another 14 per 
cent. It is the portfolio investment through 
the stock exchanges which constitutes the 
bulk of PF1 in India (52 per cent I An 
argument can be made that such invest¬ 
ments are made mostly by institutional 
investors such as pensions hinds who 
typically have longer term investment 
horizon. These funds can be expected to 
slay in India as long as the stock market 
returns in India remain competitive and 
regulatory hassles do not become excessive 
or obtrusive. 

As against the explanation of the security 
market booms in terms of foreign cx change- 
influx, a "market friendly” explanation, to 
paraphrase Patnaik. would be like this: 
economic liberalisation sets free the 
productive force* of the cciwomy and 


results into improved efficiency leading to 
higher growth and the expectation of even 
higher growth. Financial markets by their 
nature, adjustquicker than the goods market 
and the expectation of future growth results 
in an immediate increase in security prices. 
The dramatic performances of the stock 
markets in the emerging nations is. 
therefore, the result of economic efficiency , 
gains resulting from market reforms and 
the prospect of superior economic- 
performance in these countries in the future. 
Currently, there arc large discrepancies in 
the cost of capital between the developed 
and the developing nations. With financial 
reform, local entrepreneurs would be able 
to obtain clieaper funds and avai 1 themselves 
of positive NPV projects which will reduce 
a significant advantage that the 
multinational corporations presently enjoy 
over the local enterprises. 

The purpose of this note is not to discredit 
Patnaik or Sau lor missing out the 
significance <>l market reform in die.se 
economies The criticisms made by the 
authors are substantia I and should be gi veil 
serious consideration Their arguments 
connecting stock market booms lo foreign 1 
exchange reserves atcplausible. However, 
the intent of this note is to show that this 
is not how it seems to be happening at this 
lime. Showing that does not endorse the 
market friendly view because for Patnaik- 
Sau's critique of the financial liberalisation 
to hold, it is not required that the stock 
market booms be the results of foreign 
exchange inflows My ob|cctive is to 
suggest an alternative explanation ot the 
stock market price increases 

Section II below presents a simple 
cxeici.se that shows that foieign exchange 
receives do not appeal to be the driving 
force of the recent stock market 
performance. Moit- precisely, the increase 
in foreign exchange reserves do not explain 
the stock market performance of the 
emerging countries m 199) On the other 
hand. GNP growth, interest rate change 
and the exchange rate movement are 
signiftsant explanatory variables ol the 
stock price movement'. 

II 

Determinants or Stock Market 
Performance in Emerging Nations 
in 1993 

Table I presents data ihj 18 emerging 
countries on their stock market performance 
and other macro-economic v ariables. The 
stock market returns arc calculated after 
converting the local currency gain* in 
dollar*. GDP. interest rate»1NT). reserves 
(RF.SRV), ami the exchange rare (KXCH) 
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arc expressed in terms of percentage chang¬ 
es in a year over December 31, 1992. The 
exchange rate is the number of currency 
units per US dollar. 

The OLS regression results are shown in 
Table 2. The explanatory power of the 
regression, as evidenced by the R-square 
(.59). is adequate considering the standards 
of cross-sectional regression. The t-values 
show that GDP, 1NT and EXCH are 
statistically significant explanatory 
variables but RF.SRV is not. Moreover. 
RESRV did not obtain the expected sign. 
The data suggest that the slock market 
performance in the emerging nations in 
1993 was not driven by the influx of 
foreign exchange reserves. On the other 
hand, internal factors such as the ODP 
growth and interest rate changes are 
significant determinants of the stock 
market performance in these countries for 
this year. 

The statistical evidence presented here 
is simplistic. Point-to-point estimates of 
slock market pcformance contain noise. 
It is jxissible that in some particular 
countries, idle bank reserves are finding 
their way into the stock market and liquidity 
driven demand is boosting stock prices. 
More detailed examination is required 
before the position of either camp can he 
vindicated. 

Ill 

Some Concluding Oliservations 

Market reform in a grand scale such as 
the present bout in India, i s hound to produce 
initial efficiency gains. Whether.such gains 
can be sustained or will be equitable, 
depends upon the course of economic 
actions pursued in the ensuing period. In 
addition to their coocerns about inflation 
and capital flight. Sau and Patnaik have 
criticised liberalisation for its possible 
effects on income distribution. Inequality 
of incomedixtribution remained an outcome 
of many official policies in India before 
recent policies of financial liberalisation 
were initiated and will not be a unique 
result of the liberalisation itself. Similai ly. 
inefficiencies in the policy interventionist 
regimes that prevailed before the current 
liberalisation drive cannot be denied. M an> 
Indian economists have, in the past, 
cxplsi^vd the existence of such 
inefficiencies which were indeed, in part, 
deliberate. On the contrary, contributions 
such as Patnaik’* or Sau's create an 
atontosphcrc of denial of this reality and 
portray foreign money as the new villain 
in the Indian economy. The truth is that a 
kH at official efforts is put to attract these 
funds into India. 


There are some real dangers with financial 
liberalisation. It is necessary to dearly 
identify what is it in the financial 
liberalisation package that can hurt the 
economy and in what way. it is to the credit 
of Patnaik and Sau to make dear that the 
real danger of financial liberalisation lies 
in inflation and capital flight which can 
pose serious problems for both real 
economic growth and equitable distribution 
of income. 

1 will draw attention to the mechanisms, 
forms, and the quantification of capital 
flight to which Sau or Patnaik has ^Iven 
no attention. It has often been the case that 
following such liberalisation, the local 
currency is beleaguered and ultimately 
substituted by a hard currency, often the 
US dollar. It will be useful if Indian 
scholars wi 11 provide estimates to the extent 
it is happening in India. Arc asset 
denominations in the Indian corporate 
sector changing in favour of any foreign 
currency? Arc imports of consamer 
durables increasing too fast? Are changes 
occurring in the invoicing practices of 
India's foreign trade? These are some of 
the standard mechanisms through which 
capital flight takes place. The dangers of 
financial liberalisation are most likely to 
work through capital flight and the 
consequent dollarisation of the economy. 
The impact of capital flight would then be 
to lower real income growth and accentuate 
the inequality in the distribution of income. 
The poor will pay taxes which will be used 
to pay interest income to the affluent who 
will have hard currency denominated assets. 
Sau and Pauiaik's analyses have hit the 
hull's eye in (his respect. 


Mataa 

1 Recast thisklsg is the US is to uado the 
Glass-Steagall Act 

2 la another ocesaioa Sau (1994c) claim*, 
without providing *■? quantitative 
information, that the amount of flight capital 
from India in already very large and has been 
shuttling bet w ee n India aad the developed 
country markets. 

3 Many ladies scholars i ad tiding Sau, have 
written in the past on the role of foreign 
investment in India which showed that 
DPI was eat always a boost to the Indian 
economy. 
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SPECIAL STATISTICS-11 


Health Expenditure across States - Part II 

Regional Disparity in Expenditure 


HEALTH in a dale subject and the primary 
responsibility of providing health care i> 
with state government*. States' expenditure 
accounts for around 90 per cent ol all 
public expenditure on the health sector. 
Central funds for the stales arc in the form 
of grants to particular programmes, e g. 
family planning or as sponsored schemes. 
Funding for sponsored schemes is mainly 
for the national programmes for diseases 
control. State-level variations on expendi¬ 
tures on health over the years show that as 
a proportion to total government expendi¬ 
ture it shows a declining trend in most states 
especially after 19K5-K6. 

Usually (he heller developed states like 
Goa. Haryana. Karnataka. Maharashtra. 
Gujarat. Punjab have a higher per capita 
expenditure as compared to stales of B iliar, 
Rajasthan, Orissa and Madhya Pradesh. 
Kerala, in spite of it being at a lower level 
of the sucio-cconomic development scale 
has a higher spending on health. Tltc very 
high per capita expenditure among ’other 
states' is because many of them arc tn hilly 
regions, having a sparse population distri¬ 
bution and a very high central assistance 
for development activities. The high per 
capita expenditure should not be interpreted 
as better health status since if viewed as 
percentage to total government expenditure 
it is no different from other slates in the 
country. 

Tbe expenditure incurred on disease con¬ 
trol is mainly on the various national 
programmes for communicable and non- 
communicable diseases. (h’crali. the expen- 
dituns on disease programmes as pet vent 
age of health expenditure across various 
stales shows a declining trend {Table 9). It 
has been considerable in the states of Assam. 
Karnataka. Madhya Pradesh. Punjab. 
Rajasthan andTamilNudu. Rajasthan. West 
Bengal Assam. Bihar. Karnataka. Mudhya 
Pndeah and Orissa on ait average spend 
leas than Rs 7 per capita per annum on 


Ruvi Dtiggnl 
Sunil N and raj 
Asha Vadnlr 

disease programmes. Low priority and 
undcr-lundmg tor disease programmes 
liersisl in spite <■( an increase in morbidity 
and mortality due lo malaria, tuberculosis, 
blindness, dialiorrca.immunisablc diseases. 
AIDS, etc 

Ex pend Mure on hospitals and dispensaries 
mainly consists of eutalive care. Nearly 
one-fourth of expenditure by most of the 
states is on this head (Table 10). On an 
average Goa. Kerala. Tamil Nadu spend 
around 40 lo 50 per cent on hospitals and 
dispensaries . Expenditure across states sliows 
a declining irend especially alter the 19K(k. 
The declining trend and under-funding by 
most ol the slates has Itcctt a major reason 
tor the non-lunc dotting of public hospitals. 
During the same period in most stales, there 
has been a mushrooming of private hospitals 
and nursing homes, which arc largely un¬ 
regulated. 

On an average health administration con¬ 
stitutes around V pet cent of the total health 
expenditure (Table ID The major expen¬ 
diture^ on the production ot doctors and 
nurses, with the former being given mine 
importance. Compared to other states, ex¬ 
penditure m Tamil Nadu. West Bengal. 
Karnataka. Kerala. Mali.irasliii.i and Uttar 
Pradesh along with union government has 

been hip hi Table |).,ine of the inain reasons 

being the existence of a large number of 
mcdicaicollcgcs mthese states The expen¬ 
diture on the production of doctors docs inn 
rclleci their availability. These doctors and 
nurses are trained at public cost. Eor every 
three doctors the government trains for its 
health services, seven are trained lor the 
private sector at public c«wt and many of 
tlK'tn also migrate :tl<mad 

Another head of expenditure that has 
increased in terms of actuals and a< a pro 
ptniou of health expenditure is tbe family 
welfare programme (Table 12 and 1 *). This 
is m entirely centrally funded programme. 
It has been the single-most im|<tvx*m* acti¬ 


vity of tltc government, f >vcr the years, ex¬ 
penditure on family welfare programmes 
lias increased at a very fast pace. More than 
half the plan resource* for tire health sector 
are allocated to it. Prior to 1972 the expen¬ 
diture on family welfare programmes was 
not shown separately as an item by the CFRA. 
figures here arc therefore from 1975-76 
onwards. In spite of the massive expendi¬ 
ture. the total fertility rale is around 4.5 per 
woman and the growth rale hax remained 
■tear constant for the past three decades at 
around 2.2 per cent per annum. 

The stale health sector supports a huge 
liumanpowcr. Expenditure across the stales 
brings out that th.re have been many up* 
and downs over the years (Table 15 and 
15a) Tins has not been due lo a decline 
or increase on this head, but due to tbe shifts 
in accounting procedures, classification, 
nomenclature and definitions of the sub¬ 
heads. As a ct<nsci|ucncc. administrative 
costs arc i-iibcr uikIci programme cost or 
are excluded Iroin U Variation also exists 
between various stats > tn accounting heads. 
In some slates expenditure ot the directorate 
is not included m the health programme, 
therefore the expenditure ts lower. In 
Maharashtra tltc dues(• irate expenditure is 
included under health administration, 
therefore the expenditure is higher 
(Table 15 and 15at. The major shift of 
account heads took place during 1974-75. 
it resulted in decline of expenditure due to 
classification of heads under various sub¬ 
heads Arvthra Pradesh. Gujarat. Karnataka. 
Uttar Pradesh. West Bengal have shown a 
declining trend over the years and for 
Haryana the decline has been very sharp 
If we examine data between tint yuan 
1950-51 to 1970-71 Assam. Karon aka. 
Maharashtra Madhya Pradesh. Orissa. 
Rajasthan. PunjuH. Uttar Pradesh and West 
Bengal show on increase on this head a* 
a poys'rti.vt The others sb<** volatile 
shift* m expenditures 
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Table 9: Expenditure on National Disease Programme 


Yew 


1950-51 1955-56 1960-61 1965-66 1970-71 1975-76 1980-81 1985-86 1991-92 1992-93 1993-94 1994-95 

RE BE 


At AnoW In Reptc* Mttkm 


Major Stotts 


Union Ocvernmeol 

3.HO 

4225* 

157.91 

40.28 

52.73 

23.02 

6120 

114.40 

207.59 

366.49 

342.00 

$ 

Andhra Pradesh 

— 

2.39 

10.72 

17.19 

28.03 

53.93 

131.61 

312.37 

648.66 

711.41 

841.02 

947.74 

Awam 

1.14 

2.67 

3.14 

4.97 

3.83 

25.27 

40.19 

121.46 

111.23 

* 

134.72 

136.77 

Bihar 

1.85 

16.15 

24.10 

23.12 

24.47 

31.71 

70.26 

134.70 

* 

44524 

537.00 

576.39 

Gujarat 

— 

— 

5.87 

18.99 

51.09 

83.28 

93.70 

298.59 

337.89 

364.20 

435.87 

494.50 

Haryana 

— 

— 

— 

— 

2427 

19.62 

47.72 

124.07 

144.45 

158.06 

202.82 

214.04 

Jammu and Kashmir — 

— 

1.15 

1.96 

* 

* 

9.88 

13.04 

* 

• 

• 

* 

Karnataka 

0.12 

0.91 

7.52 

7.42 

11.44 

39.30 

73.74 

138.80 

158.52 

190.19 

252.77 

283.12 

Kerala 

— 

0.05 

0.53 

2.12 

1.14 

18.63 

29.95 

139.80 

84.15 

105.13 

166.63 

224.87 

Madhya Pradesh 

1.56 

1.35 

8.59 

20.97 

33.38 

50.96 

106.79 

168.90 

291.95 

333.66 

388.97 

407.41 

Maharashtra 

3.37 

8.78 

12.26 

18.83 

72.72 

139.91 

192.48 

431.95 

630.16 

727.41 

774.23 

807.96 

Orissa 

0.60 

2.39 

6.01 

20.54 

18.97 

26.66 

76.59 

117.08 

201.14 

213.66 

254.0.5 

242.43 

Punjab 

1.09 

0.80 

11.44 

17.77 

25.23 

34.44 

53.15 

114.08 

154.60 

201.53 

142.66 

159.59 

Rajasthan 


0.01 

9.85 

14.57 

19.09 

47.75 

104.11 

145.97 

254.43 

295.12 

322.50 

372.70 

Tamil Nadu 

3.13 

2.32 

16.69 

5.17 

6.38 

18.30 

37.13 

54.58 

459.66 

568.28 

650.54 

370.94 

Uttar Pradesh 

4.33 

5.41 

3.38 

40.04 

59.30 

118.97 

216.96 

502.00 

1160.K6 

1389.79 

1243.00 

1388.78 

West Bengal 

2.73 

4.16 

1.35 

1.71 

12.49 

53.78 

95.63 

t63.94 

386.84 

401.00 

462.84 

495.57 

Other States 

Arunachal Pradesh 

— 

— 

— 

— 

— 

4.43 

8.71 

19.75 

16.87 

28.62 

39.57 

32.62 

Goa. Daman and Diu — 

— 

— 

2.69 

0.88 

.1.50 

5.92 

8.22 

13.40 

17.47 

19.29 

18.01 

Mizoram 

— 

— 

— 

— 

— 

2.99 

6.58 

1221 

18.38 

21.36 

27.62 

23.49 

Pondicherry 

— 

— 

— 

0.10 

0.54 

1.87 

4.03 

8.28 

16.29 

19.07 

22.17 

23.55 

Himachal Pradesh 

— 

0.02 

— 

2.41 

5.3* 

8.68 

23.53 

41.72 

77.21 

115.44 

123.60 

14323 

Manipur 

— 

— 

— 

1.04 

2.27 

3.86 

17.31 

16.19 

39.80 

* 

* 

• 

Meghalaya 

— 

— 

— 

— 

0.04 

5.51 

17.29 

16.31 

33-31 

12.41 

11.18 

14.85 

Nagaland 

— 

— 

— 

0.54 

1.36 

4.11 

8.28 

22.03 

32.93 

♦ 

46.41 

51.66 

Sikkim 

— 

— 

— 

— 

— 

0.67 

1.50 

3.89 

8.31 

11.40 

9 .HI 

12.62 

Tripura 

— 

— 

— 

0.96 

1.85 

3.81 

6.10 

19.81 

17.13 

25.55 

28.84 

34.69 

All India 

23.73 

89.49 

280.51 263.40 456.86 824.95 1540.33 3174.14 

B: As Percentage of Total Health Expenditure 

5505.76 

6722.49 

7479.62 

7477.53 

Major States 

Union Government 

19.03 

60.54 

58.97 

26.52 

18.54 

4.35 

5.99 

4.47 

5.41 

6.56 

4.93 

$ 

Andhra Pradesh 

— 

12.06 

14.19 

13.75 

10.81 

13.55 

15.02 

17.00 

- 1729 

16.85 

18.09 

18.79 

Assam 

IS.12 

17.46 

10.32 

X.49 

5.11 

19.81 

17.28 

18.77 

9.90 

• 

9.41 

726 

Bihar 

11.23 

28.53 

36.92 

26.18 

t5.06 

1268 

12.91 

10.90 

* 

11.55 

11.75 

10.34 

Gujarat 

— 

— 

18.41 

22.50 

23.89 

24.37 

14.60 

14.09 

11.91 

1224 

13.04 

13.76 

Haryana 

— 

— 

— 

— 

12.11 

15.35 

20.04 

20.75 

15.17 

14.58 

15.95 

15.33 

Jammu and Kashmir 

— 

— 

11.06 

9.78 

• 

* 

5.02 

3.10 

• 

• 

* 

• 

Karnataka 

26.09 

5.61 

16.22 

10.39 

7.17 

10.40 

12.22 

10.02 

5.37 

528 

5.96 

5.58 

Kerala 

— 

0.30 

1.19 

2.49 

0.76 

5.52 

5.25 

12X3 

3.78 

4.57 

5.29 

5.98 

Madhya Pradesh 

22X5 

8.44 

15.44 

19X5 

16.94 

16.44 

15.53 

11.25 

10.63 

9.90 

9 34 

8.84 

Maharashtra 

7.56 

13.05 

13.52 

11 96 

18.87 

21.95 

15.37 

16.03 

11.95 

11.81 

1126 

11.87 

Orissa 

8.61 

21.13 

23.20 

29.66 

17.63 

13.54 

18.74 

1.4 84 

12.84 

12.46 

11.33 

10.98 

Punpib 

13.92 

3.75 

27.17 

21J9 

25.66 

17.60 

13.73 

13.55 

8.53 

10.18 

6.48 

6-90 

Krllrl'llktil 

— 

0.04 

21.90 

15.70 

9.00 

16.12 

18.30 

11.91 

9.10 

8.89 

8.68 

8.18 

Tamil N.idu 

7 47 

5.30 

20.08 

3.71 

2.29 

3.58 

4.21 

2.89 

12.13 

11.61 

11.65 

6.20 

Uttar Pradesh 

14.42 

12.78 

4.57 

25.64 

21.09 

21.70 

19.44 

13.52 

18.60 

18.83 

16.51 

17.35 

West Bengal 

7.34 

8.1X1 

1.53 

1.16 

4.68 

9.04 

8.72 

8.14 

993 

9.37 

920 

9.18 

Other States 

Arunachal Pradesh 

— 

— 

— 

— 

_ 

24.06 

20.70 

23.82 

9.9* 

1321 

17.66 

11.73 

Goa. Daman and Diu 

— 

— 

— 

23.95 

4.51 

9.43 

11.05 

6.92 

4.85 

5.67 

5.60 

5.13 

Mizoram 

— 

— 

— 

— 

— 

16.03 

17.36 

13.67 

11.00 

11.19 

12.81 

11.83 

Poodicherry 

— 

— 

— 

1.85 

4.93 

7.79 

11.51 

9.90 

8.96 

8.84 

8.70 

8.97 

Himachal Pradesh 

— 

0.58 

— 

18.24 

13.49 

13.42 * 

1522 

12.86 

10.92 

13.04 

11.40 

1124 

Manipur 

— 

— 

— 

24.59 

20.84 

19.18 

3228 

16.88 

18.38 

« 

« 

* 

Meghalaya 


— 

— 

— 

0.38 

29.45 

25.98 

13.06 

14.32 

4.5(1 

3.10 

4.04 

Nagaland 


— 

— 

9.42 

7.63 

14.31 

14.81 

13.88 

16.16 

4 

12.66 

16.62 

Sikkim 

— 

— 

— 

— 

— 

14.69 

11.73 

10.38 

8.68 

9.32 

7,64 

1.66 

Tripura 

— 

— 

— 

13.01 

13.42 

16.46 

13.80 

1620 

623 

9.49 

8.X6 

9.42 

AH India 1 

10*6 

17.55 

26.05 

15.62 

13.63 

13.50 

12.96 

1169 

10.59 

ltt.84 

10.41 

9.51 
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Table 9: Expenditure on Natknutl Dues*; Programme (Continued) 

rJSr J950-51 1955-5* 1960-61 1965-66 1970-71 1975-76 19*041 1985-86 1991-92 1992-93 1993-94 IW')' 

RE BE 

C; E»pendlUrtsnNatlooalPlataoer r s pn rara r P*TCapitaloR»pe«i 


Major Statei 


Andhra Prado* 

— 

0.01 

0.30 

0.43 

0.64 

1.11 

2.46 

5.21 

9.52 

1020 

11.77 

12.95 

Assam 

0.14 

0.28 

0.28 

0.39 

0.26 

1.46 

2.02 

5.76 

4.90 

• 

5.79 

5.10 

BBrar 

0.05 

0.38 

0.52 

0.45 

0.43 

0.50 

1.01 

1.72 

• 

4,92 

5.80 

6.08 

Gujarat 

— 

— 

0.28 

0.80 

-1.91 

2.74 

2.75 

5.54 

8.01 

8.45 

9.91 

11.01 

Haryana 

— 

— 

— 

_ 

2.42 

1.71 

3.69 

8.49 

8.45 

9.11 

11-38 

11.68 

Jammu and Kashmir 

— 

— 

0.32 

0.48 

* 

• 

1.65 

1.90 

• 

• 

• 

« 


0.01 

0.04 

0.32 

0.28 

0.39 

1.18 

1.99 

3.39 

3.4? 

4.06 

5.2* 

5.79 

Kerala 

— 


0.03 

0.11 

0.05 

0.80 

1.18 

5.13 

2.15 

3.51 

5.49 

7.30 

Madhya Pradesh 

0.0b 

0.(H 

0.27 

0.57 

0.80 

1.09 

2.05 

2.85 

4.30 

4.78 

5.43 

5.54 

Maharashtra 

— 

— 

0.31 

0.42 

1.44 

2.47 

3.07 

6.11 

7.78 

8.76 

9.09 

925 

Orissa 

0.04 

0.15 

0.34 

1.04 

0.86 

1.10 

2.90 

4.05 

6.23 

6.48 

756 

7.07 

Punjab 

0.12 

0.08 

1.03 

1.44 

1.86 

2.27 

3.17 

6.17 

7 47 

9.54 

6.61 

7.2? 

Rajasthan 

— 


0.49 

0.63 

0.7i 

1.59 

3.04 

3.74 

5.62 

6.34 

6.74 

7.57 

Tamil Nadu 

— 

— 

0.50 

0.14 

0.15 

0.41 

0.77 

1.05 

8.10 

9.87 

11.12 

6.25 

Uttar Pradesh 

0.07 

0.08 

0.05 

0.49 

0.67 

1.19 

1.96 

4.02 

8.14 

9.50 

8.29 

9.0.3 

West Bengal 

Other States 

0.10 

0.14 

0.04 

0.04 

0.28 

1 09 

1.75 

2.68 

5.55 

5.61 

6.32 

6.60 

Aruoachal Pradesh 

— 

— 

— 

— 

— 

8.05 

13.83 

26.33 

18.96 

31.11 

41.65 

3329 

Goa. Dsunan and Diu 

— 


— 

.3.64 

1.02 

.3.61 

5.43 

6.97 

11.26 

14.44 

15.6* 

14.41 

Mizoram 

— 

— 

— 

— 

— 

7.29 

13.43 

20.69 

25.53 

28.48 

35.41 

2900 

Pondicherry 

— 

— 

— 

0.24 

1.15 

3.46 

6.72 

11.83 

19.63 

22.17 

24.91 

25.60 

Hi madia) Pradesh 

— 

0.01 

— 

0.77 

1.55 

2.24 

5.50 

8.88 

14.62 

21.42 

22.47 

25253 

Maaipur 

— 

— 

— 

1.12 

2.12 

3.09 

12.19 

9.9*2 

2106 

* 

• 

• 

Meghalaya 

— 

— 

— 

— 

0.04 

4.71 

12.90 

10.52 

18.20 

6.47 

5.73 

7.39 

Nagaland 

— 

— 

— 

1.23 

2.62 

6.32 

10.75 

22.03 

25.73 

* 

32.45 

3421 

Sikkim 

•- 

— 

— 

— 

— 

2.58 

4.69 

1081 

19.79 

26.51 

21.18 

28.04 

Tripura 

— 

— 

— 

0.71 

1.19 

2.12 

2.98 

4 50 

6.01 

8.66 

946 

11.01 

All India 

0.07 

0.22 

(I.M 

0.33 

0.83 

1.34 

2.25 

4.15 

6.37 

7.641 

827 

8.09 


— “ Nol Applicable; • =* Nut Available: ... = negligible. 

Note*: RE « Revised Em mules; Bl : . - Budget Estimate: S = 1994-95 (BE) union govemroenl/ccnlral government hreake? nol mailable. 

Source : Uplol98.5-86iscoinhinedFinaaceandRevenueAccounts: Ciunpmillcrand Auditor! iencralidlihiiaGOI.rcspcrtiv.: years, Otheryears-DemnAd 
lor Grants, respective stales. 


Table 10: Kxpeoditure on Hospitals and Dispensaries 


Year 1950 51 

1955-46 

1960-61 

1964 66 

1970-71 

1974.76 

1980-81 

198.4-86 

1991-92 

1992 111 

199* 94 
RE 

1994-95 

BE 





A; 

Am mm t in Roper* MMhun 






Major Slates 

Union Governments 

6.98 

14.40 

8245 

62.68 

126.42 

127.82 

207.75 

473.52 

528.09 

816.70 

8.560 

$ 

Andhra Pradesh 

— 

19.40 

42.44 

70.94 

122.5.3 

20U.UO 

410 Ml 

77.4 9’ 

119075 

n.-.: 35 

1613.89 

157891 

Assam 

2.46 

1.64 

10 43 

19.80 

25.51 

6620 

135.64 

292.63 

»19.M 

.3.34.69 

225.66 

174.09 

Bihar 

4.53 

5.81 

19 78 

29.57 

4927 

1.31.81 

282.28 

595.38 

• 

581 21 

600.66 

712.93 

Gujarat 

— 

— 

15.50 

25.67 

48.40 

126 68 

232 78 

486.48 

762 02 

873.27 

889.97 

950.79 

Haryana 

— 

— 

— 

— 

21.80 

41.04 

64.26 

129.07 

192.75 

215 5| 

243.91 

251.02 

Jammu and Kashmir 

— 

— 

6.^1 

9.06 

2023 

43.3V 

113.38 

221.27 

m 

• 

• 

* 

Karnataka 

0.29 

8.56 

2082 

25.6.3 

4922 

160.46 

260.51 

604.81 

718.11 

753.96 

1031.39 

1163.47 

Kerala 

— 

10.68 

24.73 

45.00 

87 47 

192.25 

.109.71 

581.52 

870.83 

970.40 

1405.81 

1584.44 

Madhya Pradesh 

3.15 

1.3.96 

25.02 

.37.81 

58 49 

139.36 

307.1? 

565.74 

782.80 

963.79 

1013-56 

1159.77 

Maharashtra 

18.48 

28.28 

34.92 

60.51 

111.44 

189.93 

.344.76 

67.3.52 

1331.38 

16*8.40 

19JB50 

177954 

Onaaa 

2.91 

4.4? 

11 15 

16.22 

34.15 

100.00 

186 86 

.3)3.77 

*96.82 

421 97 

4*9.87 

533.75 

Punjab 

4.06 

7.06 

18.86 

29 10 

34.(M 

91.90 

200.84 

428.33 

420.58 

699.87 

676.54 

706.89 

Rnjnsthaa 

— 

1.3.29 

2626 

42.40 

81.49 

134.69 

241 00 

499 64 

785.13 

91.4.70 

101693 

1143.53 

Tamil Nadu 

27.30 

26.74 

45.06 

68.98 

120.34 

M4.57 

441.17 

1083.34 

1380.91 

1755.78 

2423.94 

260182 

Uttar Pradesh 

1.4.73 

22.59 

26.06 

62 55 

104,34 

228.61 

440.12 

957.81 

1790.98 

2220.63 

2434.57 

2587.51 

Wert Bengal 

1027 

13.71 

18.13 

27.49 

97.82 

.309.89 

529 42 

899.90 

1474.16 

166575 

1824.42 

200694 

Other Slates 

Aruoachal Pradesh 

— 

—f 

—- 

— 

— 

12.47 

2848 

51.96 

121.10 

160.32 

154.23 

!«7.0« 

Goa. Oman and Dnt 

— 

— 

— 

229 

4.88 

24.67 

3726 

St.99 

136.93 

16.3.96 

183.73 

191.63 

Mizoram 


— 

—- 

— 

— 

13 34 

22.39 

56.91 

36.31 

37.49 

42.13 

46.03 

Poodkhany 

-— 

— 

— 

4.19 

7.40 

18.71 

2314 

59.85 

120.43 

124.76 

140.38 

139.94 

Himachal Prado* 

— 

1 10 

— 

7.50 

24.45 

31.57 

72.55 

13145 

182.97 

220.41 

109.90 

33I« 

Maaipur 

— 

— 

— 

2.33 

6,7! 

7.62 

21.96 

48.64 

4521 

• 

• 

* 

Meghalaya 

— 

— 

— 

— 

2.12 

9.23 

36.11 

61.46 

*0.90 

101 04 

125.03 

124 39 

Nagaland 

— 

— 

— 

— 

— 

21.32 

39.31 

95.47 

17.49 

• 

140.40 

11599 

Sikkim 

— 

— 

— 

— 

— 

1.20 

6.29 

17-51 

50 76 

60.48 

6281 

6745 

Tripura 

— 

— 

— 

S.US 

9.13 

16.40 

31.49 

8127 

120.39 

112 90 

118.48 

13390 

Ail India 


m.ti 

427.92 

654.07 

1249 59 

2768.22 

5147.53 

10270.37 

17926,80 

17161 34 

19724.31 

20255,94 


(OMMasA 


I'.* -» • t- 
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Table 10: Expenditure on HosphiH* and Dispensaries (Continued) ' 

‘ 1950-41 1955-56 1960-61 1%5-M I'00-71 1975-76 1980-81 1985-86 I99U92 199J-93 1993-94 I 

RK 

B: A* 1‘rrctnl*** uf Total Health KxptttdKnrr 


Major Males 


- J- - 

Union Government 

J4.05 

20.47 

30.79 

41.27 

44.46 

24.15 

20.32 

18.49 

13.76 

14.61 

11.90 

Andhra Pradesh 

— 

97.48 

56.16 

56.76 

47.24 

50.25 

46.88 

42.23 

31.73 

32.03 

34.72 

Assam 

39.11 

23.81 

54.62 

33.81 

34.04 

51.89 

58.31 

45.22 

28.39 

24.53 

15.7.4 

Bihar 

27.50 

10.26 

50.50 

53.49 

30.31 

52'.7I 

51.88 

48.17 

* 

15.07 

13.14 

Gujarat 

_ 

— 

4X.62 

30.41 

22.68 

37.07 

36.26 

32.85 

26.86 

29.34 

26.62 

Haryana 

— 

— 

— 

— 

28.84 

41.50 

26.98 

21.59 

20.24 

19.88 

19.18 

Jammu and Kashmir 

— 

— 

59.71 

45.19 

43.70 

60.46 

57.63 

52.65 

» 

* 

* 

Karnataka 

65.04 

52.X 1 

44,91 

35.90 

30.85 

42.47 

43.17 

43.65 

24.32 

20.93 

24.34 

Kerala 

— 

64.07 

55.59 

52.83 

58.27 

56.92 

54.25 

51.28 

39.11 

4*17 

44.61 

Madhya Pradesh 

44.04 

67.59 

44.9X 

34.71 

29.68 

44.97 

44.65 

37.69 

28.51 

28.58 

24.34 

Maharashtra 

41.44 

42.02 

58.51 

38.44 

28.92 

29.80 

28.33 

24.99 

25.25 

26.61 

28.07 

Orissa 

41.75 

19.55 

43.05 

23.42 

31.74 

50.77 

45.72 

42.46 

25.34 

24.60 

21.85 

Punjab 

51.85 

55.05 

44.79 

35.03 

55.64 

46.97 

51.88 

50.86 

23.21 

35.3h 

30.72 

Rajasthan 

0 

47.19 

58.38 

45.69 

38.40 

44.82 

42.37 

40.78 

28.09 

27.59 

27.37 

Tamil Nadu 

65.17 

61.06 

54.21 

49.46 

43.21 

61.49 

62.47 

57.46 

36.44 

35.87 

43.42 

Uttar ftadesh 

52.40 

53.38 

35.21 

40.05 

37.12 

41.70 

39.43 

25.80 

28.69 

30,09 

32.33 

West Benya) 

Other Stales 

27.65 

26.55 

20.56 

1 X.63 

36.65 

52.08 

48.30 

44.65 

. 37.86 

38.93 

36.25 

Anwadwl Pradesh 

— 

— 

— 

— 

— 

68.28 

67.70 

62.67 

71.63 

74.(81 

6X.84 

Goo, Daman and Diu 

— 

— 

— 

20.39 

25.01 

66.46 

69.54 

68.22 

49.54 

53.23 

43,35 

Mizoram 

— 

— 

— 

— 

— 

71.43 

59.08 

63.73 

21.72 

19.64 

19.54 

Pondicherry 

— 

— 

— 

77.59 

68.49 

• 77.93 

66.08 

71.48 

66.22 

*7.X5 

44.07 

Himachal Priatush 


37.*7 

— 

56.78 

61.31 

48.82 

46.92 

40.52 

25 87 

24.89 

10 14 

Manipur 

— 

_ 

— 

55.08 

61.62 

37.87 

40.95 

50.72 

20.88 

+ 

♦ 

Meghalaya 

— 

— 

— 

— 

19.91 

49.33 

54.25 

50.88 

34.79 

3<S.c2 

34.6* 

Nagaland 

— 

— 

— 

— 

— 

74.21 

70.3(1 

60 15 

42.9 3 

¥ 

38.30 

Sikkim 

— 

— 

— 

— 

— 

26.32 

49.18 

46.73 

4 3 03 

49.45 

41.48 

Tripura 

— 

— 

— 

6X.43 

71.28 

70.X4 

71.26 

66.45 

43.76 

41.92 

.36 39 

All India 

43.W 

38.03 

59.74 

58.80 

37 29 

44.29 

43.30 

37 82 

26 78 

27 66 

27.46 


C: Kxpeudilurr im Hospital* and Dispensaries Vet Capita in Rupees 

Majoi Slates 


Andhra Pradesh 

— 

0.26 

1.18 

1.79 

2.82 

4.12 

7.67 

12 95 

17 48 

19.38 

22.58 

Assam 

0.30 

(1.38 

0.95 

1.44 

1.74 

3 84 

6 82 

13 87 

14.06 

14.46 

9.70 

Bihar 

0 12 

0.14 

0.43 

0.58 

0.87 

2 09 

4.04 

7.62 

♦ 

6.42 

6 49 

Gujarat 

— 

— 

0.75 

1.08 

1 82 

4.17 

6.X 3 

12 93 

18,(8. 

20.27 

20 23 

Haryana 

—• 

— 

— 

— 

2.17 

4.62 

4.97 

8 X3 

11.41 

12.42 

1 3 68 

Jammu and Kashmir 

— 

— 

1.74 

2.22 

4.38 

8 19 

18.9 3 

»2.‘0 

* 

* 

* 

Karnataka 

0.OI 

0.40 

0.88 

0.97 

1.68 

4.83 

7.01 

14.76 

14.63 

16.08 

21.44 

Kerala 

— 

0.70 

1.46 

2.55 

4.10 

8.22 

12.17 

21 36 

29.50 

32.41 

46.29 

Madhya Pradesh 

0.12 

0 42 

0.77 

1.02 

1 40 

2.97 

5X9 

9.46 

11.52 

|3 8| 

14.15 

Maharashtra 

— 

— 

0.88 

1.35 

221 

3.36 

4 65 

9 42 

16.44 

19 73 

22 66 

Onssa 

0.20 

0 28 

II.M 

0.82 

1.56 

4.14 

7.09 

I0.X4 

12.29 

12.81 

14.48 

Punjab 

0.44 

0.70 

1.69 

2.36 

2.59 

6.06 

II:96 

23.17 

20.32 

33.12 

31 36 

Rajasthan 

— 

0.74 

1.30 

1.85 

.3.16 

4.52 

7.04 

12.79 

17.34 

19.67 

21.24 

Tamil Nadu 

— 

— 

1.34 

1.84 

2.92 

7.02 

11.39 

20 83 

24.34 

30.49 

41.45 

Uttar Pradesh 

0 24 

0.33 

0.3* 

0.77 

1.18 

2.30 

3.97 

7 67 

12.55 

15.18 

16.23 

West Bengal 

Other States 

0 39 

0.44 

0 42 

0.69 

2.21 

6.27 

9 70 

14.69 

21 1 3 

23.30 

24.90 

AntnachuJ Pradesh 

— 

— 

— 

— 

- 

22.85 

45 21 

69.28 

1.36.U7 

174.26 

162 14 

Gun. Daman aad Diu 

— 

- 

— 

1 09 

4 67 

24 4' 

34 18 

68.72 

114 07 

|3*.*ll 

149 t7 

Mizoram 

— 

— 

-- 

— 

— 

*2.4 4 

44.69 

9fv4* 

Ml 4* 

49 99 

44.111 

Pondicherry 

— 

— 

— 

9.98 

15.96 

34.65 

38 57 

84,50 

144 10 

145 07 

147.73 

Himachal Pradesh 

— 

0.50 

— 

2 39 

7.07 

8.16 

16.95 

27.97 

34.65 

40 89 

19.98 

Manipur 

— 

— 

— - 

2 41 

6.27 

6 10 

15.46 

30.02 

2V92 

• 

* 

Meghalaya 

— 

— 

— 

— 

2 10 

7.89 

26 94 

41.01 

44 21 

4 3 46 

64.12 

Nagaland 


— 

— 

— 

■— 

32.80 > 

4| 04 

94 47 

68.35 

♦ 

9X.IX 

Sikkim 






4.62 

19.66 

48.64 

120.86 

140.64 

142.74 

Tripura 

— 

— 

— 

3.74 

6.30 

9.11 

15.36 

18.47 

42.24 

*8,27 

18 85 

Ml India 

0 27 

0,48 

0*17 

1 >2 

22 8 

4.49 

7.M 

13,43 

16.10 

19.41 

21.82 


— - Not Applicable' * - Not Available. 

Soles Rl- = Revised l-stunalo: BI-. - llitdpci tuuiuttne S «: i'RM-O' (BE* natoa governmcnt/i cntral government breakup nut available 
Vrtiirr: lipti>1984.X6ii. ranbimsifimimvaAdRcvenik’Aecouirtst'iimptnitterandAudHurtiencraiidTudiaGOI. rvspocttveyciirsilHheryciin,-1: 
for Giants rc*pe< m.-st.-ue* 
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Ttthk 11: Kicpeorftfaire w Medkol E ft mRkm Tntiafan and Ke*e*rch 



Year 1050-51 

1955-56 

1960441 

1965416 

1'170-71 

(975-76 

19*0411 

19*5*6 

1991-92 

1992-93 

1993-94 

RE 

_1_ 

1994-9* 

W. 






A! 

A an amt In Rupee* Mttan 






, 

Afajor .Ve/fA 














Union (jovoranu-'rH 

2.15 

0.61 

2.16 

10.17 

16.05 

150.42 

262.17 

626.42 

1671.00 

22.3*96 

2314.35 

S 


Andhra Erode.<li 

— 

1.57 

9 6< 

I2..16 

19.27 

30.X4 

65.00 

107.17 

272-Si 

309.69 

364 *9 

WJ 55 


Asaam 

I.IX) 

0.04 

4.69 

X.49 

19.67 

11.16 

1X.RI 

36.93 

* 

92.57 

4.09 

434 


Bihar 

0.41 

0.71 

1 II 

4.92 

7.01 

M.ll 

41.16 

76.64 

♦ 

2X4.47 

320 44 

396 11 

t 

(iujunit 

— 

— 

2 19 

4 41 

1.1.1* 

l*.55 

44.24 

*5.59 

24*) 57 

29*.0< 

317.S4 

326*1 

| 

Haryana 

— 


— 

-- 

4.24 

X.5K 

15.21 

70.9! 

I4X.XX 

1X2 9*1 

207.07 

232.25 

t 

K, 

Jammu amt KukIuiui 


— 

o *>> 

2.H 

2.97 

6.91 

42.S7 

105.X4 

• 

♦ 

• 

* 

Karnataka 

— 

0 0| 

1 12 

6.07 

10.44 

26.97 

56.67 

104.61 

293 12 

1X1 94 

4/m 

51271 


Kerala 

— 

0.01 

2 6? 

7,07 

11.65 

24. ?4 

49.74 

I04.X5 

256.74 

254.2* 

3*2 4* 

429.30 


Madhya Ernlexli 

1 .32 

1.04 

*.*)2 

6.6X 

11.67 

2.1.X4 

35.65 

67.43 

141.02 

206.57 

223.11 

263 4* 


Maharashtra 

0 02 

.1.07 

9 01 

l(MX) 

22.06 

39.80 

105.20 

169.15 

3*6.47 

461.6! 

566.90 

52440 


OnaaH 

0.22 

0.5X 

4.X2 

10.97 

21.40 

I6.5X 

21.74 

40.09 

93 94 

101.71 

126.45 

I3*,*7 


Punjab 

0.65 

O.XO 

4 21 

11 16 

7.65 

t*.17 

40.59 

64.12 

149.06 

162.10 

192.99 

215.67 


Rajiudlian 

— 

0.14 

2.44 

7.11 

14.94 

22.90 

42.63 

*7.94 

202.13 

2*7.92 

316 91 

365.41 


Tamil Nadu 

2.50 

2.22 

4.0* 

7.79 

21*0 

40.21 

71*1 

125 0* 

316.96 

411.05 

60**7 

641.94 

■ r 

I'llar I’lade.sll 

0 5>) 

0.7X 

0.X7 

6.11 

12 72 

46.22 

51.65 

300.25 

666.7* 

701.42 

912.0.3 

965.64 


West Bengal 

1.14 

1.4* 

I.X1 

2.X6 

12.12 

17..12 

6124 

119.50 

2*5.93 

317.74 

372.03 

* 405.97 


Other Suites 














Aruuachal Pradesh 

— 

— 

— 

— 

_ 

0.14 

0.90 

1 70 

5.64 

10 21 

9.17 

13.56 


tjoa. Daman ami l)iu 

— 

— 


1 76 

7 |l 

4.72 

4.42 

14.01 

31316 

34.7* 

38.97 

40.77 


Mi/oram 

— 

- 

— 

- 

— 


0 11 

l.oi 

4.19 

6.65 

6.74 

9.22 


Pimdidk-rry 

- 

~ 


— 

— 

0.16 

1.14 

1.31 

ft «>K 

5.X 1 

10.61 

1*2* 


llimachat Pradesh 

— 

— 


0 2X 

2.22 

4 76 

II 40 

22 4X 

64 99 

75.12 

92.90 

102.6* 


Manipur 

— 

— 


0.1 * 

(I |9 

4.61 

2.90 

4.X 1 

12.67 

• 

* 

* 


Meghalaya 

— 


— 

— 

0 01 

0 10 

2.25 

5.74 

7 36 

R.5X 

25.32 

17.38 


Nagaland 

— 

— 

— 

— 

— 

0.77 

0.99 

1.53 

6.51 

* 

*.42 

*42 


Sikkim 

— 

— 

— 

— 

— 

— 

0.05 

0.14 

0.40 

0.50 

1)40 

a*o 


Inpura 

— 

_ 

... 

0.11 

I) 10 

(I.X4 

2.14 

464 

13.46 

12.14 

14 12 

12.50 


All India 

10 ‘Jl 

12.7.1 

60.11 

126 |9 

219.60 

514 05 

I077.9O 

2.141 .)2 

5299 40 

6'|X.*4 

7*45 *3 

604626 

1 




B: 

A\ I'l rri'iilagr' of I'ulal Hrallh Kxprtiditar* 






Maim Stales 














1 'mull (!»»i.-n>nwnt 

10 77 

il.X? 

ii M 

ft K* 

* ftJ 

24 64 

24 6* 

2446 

43 4- 

40.05 

13.35 

5 

'5; 

Andhra Pradesh 


ft.KK 

12'7 

•1 X') 

7 4* 

7/»* 

7.42 

5 Xi 

7.27 

7.34 

7*5 

7.92 


Asmiiu 

|4 00 

0.26 

1*42 

14.40 


X.'XI 

X 09 

5.71 

♦ 

6.7X 

0.29 

023 


Bih.ii 

: 6i 

1.2* 

1 "t< 

< o 

4 i* 

5 24 

7.46 

6.2o 

• 

7 1* 

7.01 

7.11 


tiugirut 

- 


'• K" 

6 U 

ft »ft 

4 4> 

ft.K'> 

.4 7* 

X.Xii 

ltl.«l 

9 51 

9.09 

1 

Haryana 





*.6| 

6 "1 

14 79 

1 1 X6 

1* .1 

|h.*X 

'6 2* 

166.1 


Jammu,iml Kashmir 



* o' 1 

1062 

6.42 

*) ftft 

21.7') 

24 1" 

• 

• 

« 

m 



— 

:i \ <s 

6 71 

X <0 

6 r>| 

7.14 

9.19 

7.4* 

9 93 

11.66 

9.64 

10.10 


Kerala 

- 

II IK 

4 -i| 

X 1C 

7.76 

7 21 

X.7I 

9.2* 

II.'* 

11.04 

12.14 

11.42 


Madhva Pradesh 

IK *1 

2 25 

’ II* 

6 M 

« ‘J2 

? ft*J 

4.1X 

4 4«> 

5.14 

6.1.1 

5.16 

5.72 

<rr 

M.iluiashlia 

2 IK. 

4 

9 04 

ft u 

*.72 

6 24 

x 40 

6.2X 

7.1? 

7.40 

*24 

7.71 


< >nv^i 

1.16 

5 11 

IX 61 

1* X4 

1‘j.xo 

X 42 

4.X 1 

4 42 

61X1 

5.93 

5.64 

629 


Punjab 

x.io 

i 7< 

10.0* 

IMIS 

7 7 X 

•;*) 

10 49 

7.61 

X.7* 

*.!*) 

*.76 

9.33 

l 

Kaia^lwm 

— 

II *0 

* 42 

766 

’ *1 

7.71 

7.49 

7.IX 

7.21 

777 

»5J 

*.« 


laiiul Nadu 

5.07 

11I? 

ft ox 


7X1 

7 X6 

X. 14 

661 

X 36 

*40 

10.91 

10.7) 


1 liar lAiHk'tji 

1 “7 

1 M 

1 IX 

•MM 

4 *2 

X |l 

4.61 

X l« 

10.6* 

9.51 

12.11 

1207 


West [leaeal 

4 IP 

2 4r 

2 OK 

1 94 

4 *4 

6 27 

4.77 

5.93 

7.14 

7.4i 

7.39 

7.52 

i 

i tin r Stales 













,i. 

AnroacJtt) Pradesh 



— 

- 

- 

1 4 H> 

2.14 

2.05 

3.14 

4.71 

4.09 

4JS 

1 

(inn. Daman and Dm 




H.4X 

16 4* 

12 72 

10 12 

12 61 

1124 

11.29 

II 12 

11.68 

ei 

Mirnram 


- 

- 

— 

— 

— 

0.2° 

1.15 

2.51 

3,4* 

3 I* 

4 64 

Z 

Pnadichem 

-• 



— 

— 

1 4<l 

3.2* 

1.57 

3*4 

2 69 

*16 

696 

% 

HimaUi.d lYadcsh 


— 

- 

2 12 

5 47 

7 V. 

7.17 

6.93 

9.33 

1.4* 

».S7 

*05 

l 

Manipur 

- 

- 

- 

1.07 

1 74 

27.9X 

4.41 

6.06 

5*5 

• 

* 

♦ 

£ 

Megluduya 

- 

- 


~ 

(MW 

1 60 

3.1* 

4.59 

3.16 

311 

7.01 

4.73 

1 

Nagaland 

— 

- 

- 

— 

— 

2.6* 

1.77 

2.22 

1.19 

• 

2)0 

2.71 

t 

Sikkim 

- 

- 

— 

— 

— 

— 

0.39 

0.37 

U42 

0.41 

041 

0-55 


Inpura 

" 

- 

— 

1.49 

0.7? 

.1.6.1 

5.30 

1*0 

4.93 

451 

4 34 

)J* 


All India 

J.W 

2.40 

4.60 

7,49 

7,|4 

*.74 

907 

*.67 

10.19 

10.99 

10.92 

7,69 

1 


N<M AppItCaNo. * - S»H AValt.lhle 

V'*>r» Kl\ * Ri'vimxI Ha mint o. Ill - Huttert IXtmMm S * 1994-95 |Bl-)o»m* ftitat—Hoaml p»twa»Natoyan* avaRXMe. 

I'Mflrr |, r "‘‘‘* 1 .t-...ii.-..^.. ,>iD,,'.,i.,A.'>. M .r—r~“-)*-»!..-/>-. - r —■- -- - - - p- lr - 

turtinuiK ipxprvti\e<t:4i">. 



Table 12: Kxpeadttm w Faadfy Weffrre 


Year 

; 

1075-76 

1080-81 

1985-86 

i 1991-92 

1992-93 

1993-94 

RE 

1994-95 

BE 

, 



A: Amount In Rupee* MMan 




Major Start 

Union Government 

53.58 

9820 

314.61 

1852.65 

70240 

*70.40 

962.0 

Andhra Pradesh 

62.70 

123.74 

401.35 

740.22 

843.1S 

656.39 

6*3.: 

Anam 

13.90 

1022 

120.98 

28264 

195.26 

310.61 

348.3 

Bihar 

44.22 

88.45 

200.46 

556.79 


1164.44 

1454.7 

Gujarat 

43.88 

100.15 

346.13 

398.80 

491T70 

616.35 

676.0 

Haryana 

17.20 

24.32 

122.63 

171.00 

205.63 

244.42 

293.5 

Jammu attd Kashmir 

4.60 

11.42 

29.t 1 

46.01 

8285 

106.10 


Kama* aka 

72.78 

81.51 

286.83 

538.66 

587.23 

555.06 

930.8 

Kerala 

39.31 

59.02 

155.50 

357.63 ' 

365.32 

436.72 

541.2 

Madhya Pradesh 

50.96 

102.69 

368.77 

451.45 

620.31 

1000.64 

1094.2' 

Maharashtra 

7R.I2 

128.50 

46023 

700.25 

826.31 

934.26 

1062.9: 

Orissa 

28.34 

64.17 

155.27 

336.99* 

372.22 

538.51 

485.5 

Punjab 

23.96 

31.95 

118.6) 

208.61 

259.44 

347.05 

3(4.2 

Rajasthan 

33.10 

70.63 

258.95 

5.38.55 

629.76 

690.17 

1022.4: 

Tamil Nadu 

62.86 

88.06 

26220 

630.76 

871.38 

1035.67 

10519* 

Uttar Pradesh 

100.9*) 

178.04 

767.37 

1457.53 

1430.40 

1468.46 

1530.4 

West Bengal 

43.95 

82.60 

268.74 

517.9*) 

550.84 

733.03 

619.0* 

Other States 








Amoachal Pradesh 

0.01 

0.56 

1.16 

4.83 

6.08 

7.44 

• 0.0 

Goa. Daman and Diu 

1.76 

2.05 

5.01 

9.10 

9.48 

11.50 

12.31 

Mizoram 

1.04 

2.0*) 

' 6.07 

11.86 

17.03 

19.60 

3.31 

Pondicberrv 

1.06 

1.63 

4 10 

5.58 

6.80 

7.36 

0.5* 

Himachal Pradesh 

6.85 

17.90 

64.54 

126.75 

156.40 

191.85 

241.7; 

Manipur 

0.93 

6.50 

17.03 

37.40 

51.52 

26.49 

0.2< 

Meghalaya 

1.29 

4.29 

1226 

24.04 

29.62 

36.67 

41.41 

Nagaland 

0.02 

0.35 

1421 

20.22 

* 

30.79 

30.7*. 

Sikkim 

0.04 

0.98 

4.76 

11.06 

19.03 

I7J6 

313! 

Tripura 

1.09 

1.97 

9.95 

47.99 

57.86 

65.12 

75.W 

All India 

787.70 

1419.47 

4871.83 

10085.36 

10264.17 

12122.46 

13586.71 



B: As Percentage of Tidal Health Expenditure 




Major Staten 








Union Government 

10.12 

9.61 

12.28 

48.27 

12.56 

12.54 

13.02 

Andhra Pradesh 

15.75 

14.12 

21-84 

19.73 

19.97 

14.12 

13.5* 

Assam 

10.97 

826 

18.70 

25.16 

14.31 

21.68 

18:49 

Bihar 

17.68 

16 26 

23.50 

20.52 

22.72 

25.48 

26.1C 

Gujarat 

12.84 

15.60 

23.38 

14.06 

16.52 

18 43 

18.81 

Haryana 

13.46 

1021 

20.51 

17.95 

18.97 

19.22 

21.02 

Jammu and Kashnur 

6.41 

5.80 

6.93 

4.74 

6.77 

7.78 

* 

Karnataka 

19.26 

13.51 

20.70 

18.24 

16.31) 

13.10 

18.33 

Kerala 

11.64 

10.34 

13.71 

16.06 

15.87 

13.86 

14.39 

Madhya Pradesh 

16.44 

14.97 

24.57 

16.44 

18.40 

24.02 

23.7-: 

Maharashtra 

12.26 

1026 

1741 

13.28 

13.42 

13.58 

15.62 

Orissa 

14.39 

15.70 

21.01 

21.52 

21.70 

24.01 

21.99 

Punjab 

1225 

8.25 

14.08 

11.51 

13.11 

15.76 

13.59 

■ Rajasthan 

11.18 

12.41 

21.13 

19.27 

18.97 

18.57 

22.44 

Tamil Nadu 

1229 

9.98 

13.91 

16.64 

17.80 

18.55 

17.70 

Uttar Pradesh 

18.42 

15.95 

20.56 

23.38 

19.39 

19.50 

19.12 

West Bengal 

7.39 

7.54 

13.34 

13.30 

12.87 

14.56 

12.80 

Other States 








Anmacfaal Pradesh 

0.05 

1.33 

1.40 

2.86 

2.81 

3-32 

0.03 

Goa. Daman and Diu 

4.74 

3.83 

4.21 

3.29 

3.08 

3.34 

3.51 

Mizoram 

5.58 

5.51 

6.80 

7.10 

8.92 

9.09 

I.6C 

Pondicherry 

4.41 

4.65 

4.90 

3.07 

3.15 

2.89 

0.22 

Himachal Pradesh 

10.59 

11.58 

19.90 

17.92 

17.66 

17.70 

18.96 

Mao*™*! 

4.62 

12.12 

17.76 

17.27 

21.54 

12.02 

0.10 

Meghalaya 

6.89 

6.45 

9.81 

* 10.34 

1074 

10.16 

J1-27 

Nagaland 

0.07 

0,63 

8.95 

9.92 

• 

8.40 

9.91 

Sikkim 

0.88 

7.66 

12.70 

11.55 

15.56 

14.23 

21.50 

Tripura 

4.71 

4.46 

8.14 

17.44 

21.48 

20.00 

20.37 

AJ) India 

12.89 

11.94 

17.94 

19.39 

16.54 

<6.88 

17.27 


— * Not Applicable; * « Not Available. 

Notes-. RE = Rev wed Estimate: BE - Budget Estimate; $ a 1994-95 (BE) uawq government/central goventmcm breakup not avajfaht*. 

Sourer. Uplo l985-86isa)rnrarK>dRiiuBceaimKr^enue Acc<>uW*rrmmtn>Wer*nd AudihxGenerm of ladaUR)!. respective years; (hhecyeafr-Demaac 
for Gram*. respective Mata. 




Table 13: Eipiadtan oa MaMad awl Child Hcaltb 



MOJOr MfMfS 

Uuofl govemmMt 

-0.86 

27 J4 

14.55 

414.54 

537.82 

892*15 

0 

-0.16 

2.67 

0.47 

10.80 

9.62 

12.86 

m 

Andhra Pradesh 

2.58 

2.65 

23.90 

6.4.93 

67.47 

28.18 

28.85 

0.65 

0.30 

1.30 

1.76 

1.60 

0.61 

0.57 

Acom 

1.45 

2.84 

5.6*1 

32.25 

12.99 

24.69 

25.74 • 

1.14 

1.22 

0.88 

2.87 

0.94 

1 72 

1.37 

Bihar 

1.26 

1.74 

2.83 

* 

10.70 

20.48 

31.82 

0..40 

0.32 

0.23 

0 

0.28 

0.45 

0.47 

Gujarat 

O.SI 

* 

0.44 

12.14 

7.95 

16.02 

18.00 

0.24 

0 

0.03 

0.43 

0.27 

0.48 

0.50 

Haryana 

2.92 

0.88 

3.95 

15.46 

22.86 

21.29 

.32.14 

2.28 

0.37 

0.66 

1.62 

211 

1.67 

2.30 

Jammu and Kashmir 

0.12 

0.41 

0.10 

0 

• 

0 

• 

0.17 

0.21 

0.02 

* 

0 


0 

Kama) aka 

•0.84 

3.02 

10.27 

33.93 

7.57 

29.65 

63.00 

0.22 

0.50 

0.74 

1.15 

0 21 

0.70 

1 24 

Kerala 

0.29 

0.21 

6.11 

41.87 

26.73 

8.70 

9.10 

0.09 

0.04 

0.54 

1.88 

1 16 

0.28 

0.24 

Madhya Pradesh 

0.10 

* 

0.29 

11.53 

14.32 

23.56 

26.79 

0.03 

* 

0.02 

0.42 

0.42 

057 

0 58 

Maharashtra 

1.06 

3.79 

14.05 

137 44 

130.46 

136.84 

161.99 

0.17 

0.30 

0.52 

2.61 

2.12 

1.99 

2.38 

Orissa 

0 

0.08 

0.25 

X 74 

9 87 

11.73 

It..48 

• 

0.02 

0 03 

0.56 

0.58 

0.52 

0.52 

Punjab 

0.19 

0.06 

0.07 

1,31 

53 46 

2.38 

2.21 

0.10 

0.02 

0.01 

007 

271 

0.11 

0.10 

Rajasthan 

2.45 

7 41 

19.27 

71 40 

86.64 

60.76 

64.31 

0.83 

1.30 

1..47 

2.46 

2.61 

1.64. 

1.41 

Tamil Nadu 

0.81 

2.66 

6.12 

37.92 

80.56 

53.38 

43.73 

0.16 

0.30 

0.32 

1 00 

1.65 

0.96 

0.90 

Uttar Pradesh 

7.06 

2.57 

19.65 

142.54 

17.04 

28.33 

29.41 

1.29 

0.23 

0.53 

2.28 

0.23 

0.38 

0.3 

Weal Bengal 

Other Stales 

0.66 

1.17 

1.35 

8.74 

4 13 

10.67 

14.59 

0.11 

0.11 

0.07 

0.22 

0.10 

021 

0.27 

Aruaachal Pradesh 

0.01 

0.56 

0.06 

• 

* 

• 

• 

0.0.4 

1.33 

0.07 

0 

0 

• 

« 

Caia Daman and Diu 

• 

• 

0 01 

0 10 

0.16 

0.34 

0.27 

• 

* 

001 

0.04 

0.05 

0 10 

0.08 

Mizoram 

0 41 

0.52 

0.93 

1 49 

1 X< 

2.02 

2.01 

2.20 

1.37 

KM 

O.X9 

0.97 

094 

1 01 

Pondicherry 

0.02 

0.10 

0.20 

0 3| 

♦ 

0.38 

• 

0.08 

0 29 

0.24 

0.17 


0.15 

• 

Himachal Pradesh 

1 19 

1.79 

4.22 

X 79 

15.92 

13.21 

1061 

1.84 

1 16 

1 30 

1.24 

1.80 

1.22 

0.83 

Manipur 

0.01 

0.(14 

0 3< 

0.94 

* 

• 


0 0.4 

0.07 

0 16 

0 43 

• 

• 

* 

Meghalaya 

0.24 

U.« 

1.1K 

4.56 

6 30 

6.92 

7.42 

1.28 

0.83 

0.94 

1.96 

2.2* 

1.92 

2.02 

Nagaland 

0.02 

* 

0.22 

1.95 

« 

3.16 

3.16 

0.07 

• 

0 14 

0 96 

* 

0.86 

1.02 

Sikkim 

• 

• 

• 

0.98 

1 (JX 

1.2" 

1.29 

0 

0 

• 

1 02 

0.88 

1.06 

0.88 

Tripura 

0 02 

« 

11.08 

1.24 

1 27 

1.29 

1.33 

0.09 

0 

0.07 

0.45 

0.47 

0.40 

0.36 

Ail India 

2 3.66 

60.38 

136.14 

1046.21 

11(7.2.4 

1397.52 

599.3.4 

0.39 

0.41 

0 SO 

2.03 

1.80 

1.95 

0.76 


Notts' *: Nix available. RE: Revised Kstmi.iU' 1 Blr Budget estimate: S = 1994-95 (BE) union govern ment/ceBlral govermeat breakup not avariaMe. 
Soutre: l'pin 1985-86u< combined Finance and KeveuuoAccountst omptroUerandAuditorGeilcfidot ladiaGOI.respective .ears.Otheryeupr-Demaad 
lor Grants. respective states. 


Table 14: Kxpenditure on Health Administration 



1940-M 

PiSVSf, 

I960 61 

>964 66 

1970 71 

1975-76 

1980-81 

1985-86 

1991-92 

1992-93 

1993-94 1 

re 

1994-95 

BE 






A: In K* Million 







Major States 

Union government 

5.60 

5 16 

7 37 

10 74 

1 7.95 

30.U6 

39.00 

73.82 

168.77 

218.17 

226.49 

0 

Andhra Pradesh 

- 

4.77 

7.36 

14.92 

64.32 

16.53 

30.44 

49 93 

85.81 

11 ..04 

126.36 

293.37 

Assam 

1.19 

1.82 

1114 

23.62 

19 92 

.4.00 

7.73 

29 39 

6 02 

29.47 

52.79 

56.96 

Bihar 

1 41 

2 67 

5.2o 

7.38 

K 56 

22.29 

27.62 

69.84 

* 

159.05 

179.09 

206.09 

Gujarat 


- 

s.XX 

18.79 

60.52 

9 06 


63 04 

62.33 

64 90 

77 A* 

82.18 

Haryana 


- 

- 

- 

18.34 

15.41 


80.80 

78 30 

46.23 

51 80 

50.34 

Jammu and Kashmir 

- 

_ 

I>«>6 

4.63 

!7 15 

9.51 

6.70 

15 45 

0 

• 

0 

• 

Karnataka 

0.04 

4.19 

11.22 

20.72 

39 19 

12.60 

22.74 

32-37 

42.11 

33.02 

45.10 

58.01 

Kerala 

- 

1.73 

12.88 

21 45 

48.61 

4.37 

7.72 

15.60 

35.13 

51.03 

6375 

7431 

Madhrv a. Pradesh 

0.89 

261 

7 93 

22.08 

62.24 

9.61 

19.03 

41.15 

63.77 

71.63 

98.07 

104.40 

Maharashtra 

4.16 

7.22 

126* 

23.49 

58.34 

6X.X7 

177 33 

467.24 

1003.69 

1134.74 

1255.87 

1275.51 

Onssa 

1 06 

1.42 

2 52 

9.9| 

30.06 

14.6*) 

20.52 

25.10 

74.19 

90.52 

113.86 

124.85 

Punjab 

1.92 

2 8’ 

6 40 

17.24 

26.05 

8.42 

14.46 

21 80 

51.58 

47 03 

55.99 

58.46 

Rajasthan 

- 

2.09 

3.29 

3.9* 

29.21 

17.21 

13.31 

70 74 

74.22 

87.47 

9*02 

11167 

Tamil Nadu 

1.4 1 

2.txt 

* 41 

11.59 

26.70 

17.26 

25.’8 

5528 

107.03 

131.29 

158.19 

175.49 

Uttar Pradesh 

8 34 

10 04 

13.45 

34 81 

KX.U9 

17.97 

22.81 

40.07 

97.10 

131.10 

12409 

136.58 

We* Bengal 

2.M 

2.97 

.4.93 

11.25 

29 17 

37 44 

61-35 

104.70 

249 12 

257.03 

295.37 

321.78 

Other Stales 

Aruaachal Pradesh 

- 

- 

- 

- 

- 

0.91 

1.57 

4.45 

4.36 

H.64 

10.93 

tit 

Goa. Daman ami Dtu 

- 



1 45 

4.97 

1.37 

1.79 

4.14 

9.29 

10.34 

H 19 

U.S3 

Mizoram 



- 

- 

- 

1.65 

4.36 

7.09 

8.43 

10)4 

11.30 

12X3 

Pomfiehcrrv 


- 

- 

0.30 

0.3.4 

0.53 

0.82 

1.70 

J.4* 

4.88 

5 90 

5.35 

Monachal Pradesh 

- 

0.20 

- 

1.10 

2,86 

3.81 

6.99 

9,50 

32.71 

33.9* 

*9.71 

4221 

Manipur 

•• 

- 


t). 10 

0.14 

2.03 

504 

6.46 

1149 

• 

* 

• 

Meghalaya 

- 

- 

- 

- 

3.27 

1.02 

2.61 

6.37 

>2.14 

1629 

23.06 

1494 

Nagaland 

- 



4.09 

14.65 

2.28 

420 

14.75 

18.53 

0 

86.04 

3071 

Sikkim 

- 

- 

~ 

- 


2.44 

361 

9.93 

6.60 

10 03 

4.0* 

1125 

Tripura 

- 

- 

- 

0.53 

0.76 

0.83 

1.87 

4.07 

755 

*4* 

8.59 

47Jtat 

All India 

30.62 

51.78 

119.65 

266.14 

671,90 

330 19 

5*3.99 

12*5.00 

23.35.95 

277120 

3228.89 

3307 ,m 


(CtmtmmMi 





] 





Table 14: Expenditure on.Health Adminixtratkm (Continued) 


V 

.&■ 




1950-51 

1955-56 

1960-61 

1965-66 

1970-71 

1975-76 

(980411 

19854(6 

1991-92 

1992-93 

1993-94 1994-95 
RE BE 

Major States 

Union government 

28.04 

7.34 

Bi As Per Cent In TnUl Health Expenditure 

2.75 7.07 4.91 5.68 3.82 

2.88 

4.40 

3.90 

3.26 

« 

Andhra Pradesh 

— 

24.02 

9.74 

11.94 

24.80 

4.15 

3.47 

2.72 

2.29 

2.61 

2.72 

5.82 

Assam 

22.10 

II.>J0 

36.65 

40.33 

26.58 

3.92 

3.16 

4.34 

5.97 

2.16 

3.69 

3.02 

Bihar 

8.56 

4.72 

7.97 

*36 

8.34 

8.91 

5.08 

5.65 

* 

4.12 

3.92 

3.70 

OujmM 

- 

- 

IX.44 

2226 

28.30 

2.65 

3.59 

4.26 

2.20 

2.1* 

2.32 

2.29 

Harvann 

- 

- 

- 

- 

24.27 

12.06 

12.53 

13-52 

4.04 

4.26 

4.07 

3.61 

Jammu and Kashmir 

_ 

- 

9.23 

23.09 

37.05 

13.25 

3.41 

3.6* 

* 

* 

• 

* 

Karnataka 

10. *7 

25.X5 

24.20 

29.02 

24.57 

3.33 

3.77 

2.35 

1,43 

.97 

1.06 

1.14 

Kerala 

- 

10.3* 

28.95 

25.1* 

32.3* 

1.59 

1.35 

1.3* 

1.58 

2.22 

2.02 

1.98 

Madhya Pradesh 

12.70 

15.99 

14.26 

2027 

31.59 

3.10 

2.77 

2.74 

2.32 

2.12 

2.35 

2.26 

Maharashtra 

‘1.3? 

10.7.3 

I3.9K 

14.92 

15.14 

10.* 1 

14.1* 

17.34 

19.03 

18.43 

18.26 

18.75 

Orissa 

15.21 

1256 

9 73 

14.31 

27.94 

7.46 

5.02 

3.40 

4.74 

5.28 

5.08 

5.65 

Punjab 

24.52 

|3.44 

15 20 

20.75 

26.50 

4.3(1 

3.74 

2.59 

2.85 

2.38 

254 

2.53 

Rajasthan 

- 

7.42 

7.31 

6.44 

13.76 

4.46 

2.73 

2.51 

2.66 

2.64 

2.64 

2.47 

Tamil Nadu 

8 . 3 s 

4.57 

6.51 

8.31 

9.59 

3.37 

2.X8 

2.93 

2.82 

2.6* 

2.83 

2.93 

Uttar Pradesh 

27.7* 

23.72 

IX.17 

22.2 1 ) 

3154 

3.2* 

2.04 

1.0* 

1.56 

1.79 

1.66 

1.71 

West Bengal 

6.21 

5.71 

6.72 

7.63 

10.93 

6.29 

5.60 

5.20 

6.40 

6.01 

5.X7 

5.% 

Other Slates 

Antaachal Pradesh 






4.94 

3.73 

5.37 

2.5* 

5.37 

4.8* 

3.19 

Goa. Daman and Diu 

- 

- 

- 

12.91 

25.47 

3.69 

3.34 

3.48 

3.36 

3..36 

3.25 

3.29 

Mizoram 

- 


- 

.. 

- 

*.*5 

11.50 

7.94 

5.04 

5.31 

5.24 

6.46 

Pondicherry 

- 



3.56 

3.20 

2.21 

2.34 

2.03 

1.91 

2.26 

2.31 

2.04 

Himnchnl Pradesh 


<.7* 


X .11 

7.17 

5.*9 

4.52 

2.93 

4.63 

3.84 

3.66 

3.31 

Manipur 

- 


- 

256 

1.29 

10.09 

9.40 

6.74 

5.77 

* 

• 

* 

Meghalava 

- 

- 

- 

- 

30.70 

5.45 

4.03 

5.10 

5.22 

5.‘JO 

6.39 

4.07 

Nagaland 

- 

- 

- 

71.3* 

82.21 

7.94 

7.51 

9.29 

9.09 

♦ 

23.47 

16.31 

StUam 

- 

- 

- 

• 

_ 

53.51 

2823 

26.55 

6.90 

*.20 

7.42 

7.72 

Tnpura 

- 

- 

- 

7.1* 

5.51 

3.59 

4.23 

3.33 

2.74 

3.15 

2.64 

4.70 

All India 

14.01 

10.16 

II. II 

15.79 

20.05 

5.40 

4.91 

4.73 

4.49 

4.47 

4.50 

4.20 


Notcr. Ntn applicable. •: \m available: Kli: Revisit l.slimule: Bl-.: Budget estimate 
$ * 1994-95 (Bl j union govoniinenl/ivnlnil gnvcnnciH breakup ihu nvuilnble. 

Source: Uptu I9XS-K6 is combined I manee ami Revenue Accuuntst'oinplmllofand Auditor<ieihT.tlofIndiaCR II. lespectiveyeais.Otheryeius-Demand 
for Grants. rapvein c dates. 

Table IS: Capital Kxpeaditre na Health 


(In Rs. million) 



1975-76 

19X0-81 

19*3*6 

1991 -92 

1'192-93 

1993-94 

ki: 

1994-9.3 

Bl 

Major States 

Union government 

34X51 

60* 35 

844.7* 

1X03,2.3 

65.50 

55.56 

38.40 

Andhra Pradesh 

8.19 

24.62 

95.07 

23.99 

8.62 

10.80 

130.80 

Atmm 

22-24 

40.01 

88.37 

129.84 

13 3.15 

157.40 

142.78 

Bihar 

20t53 

70.11 

179.42. 

63.72 

71.50 

81.88 

182.00 

Gujarat 

5.88 

9.40 

36.83 

14.50 

26.30 

18.00 

21.90 

Haryana 

20.36 

2*73 

44.08 

83.6X 

1.39.90 

1X4.92 

127.40 

Jammu and Kashmir 

6.68 

49 61 

49.66 

151.12 

159.40 

165.80 

185.70 

Karnataka 

9.46 

9.60 

122. H 

52,77 

71.22 

145.00 

257.35 

Kerala 

9.28 

24.(81 

143.1* 

91.43 

90.98 

192.26 

204.20 

Madhya Pradesh 

14.49 

I5.IM 

103.97 

70.60 

91.58 

241.55 

212.71 

Maharashtra 

20.9* 

54 73 

7|.7X 

184.67 

198.07 

250.91 

119.11 

(truss 

5.21 

15.93 

13.93 

151.86 

38.48 

202.33 

298.05 

Punjab 

ia04 

3.3.56 

67,19 

162.86 

178.16 

135.73 

157.26 

Rajasthan 

8.85 

22 36 

40.34 

208.36 

143.30 

174.32 

181.86 

Tamil Nadu 

33.11 

x*.14 

78.98 

105.07 

136.55 

201 23 

251.20 

III Ur Pradesh 

.34.87 

74.91 

319.76 

592.08 

53.3.16 

579.52 

426.56 

West Bengal 

63.11 

64 *2 

X2.90 

213.26 

1*5.4* 

184.7* 

137.03 

Other States 

Annwehal Pradesh 

• 

1,77 

10.64 

* 

14.63 

19.2*) 

2623 

Goa. Daman and Dm 

4.82 

15.62 

15.81 

92.50 

70.61 

77.74 

81.50 

V1u>nra<n 

.63 


1.16 

4.97 

7.0.3 

13.18 

7,40 

Pt—'*uheny 

1.50 

11 

1.68 

1 53 

2.82 

1.56 

2.9* 

Himachal Pradesh 

3.02 

19 15 

32.91 

PI 68 

117 52 

54.25 

6525 

Maatpur 

4.90 

6.5* 

13.19 

7.65 

7.08 

951 

12.04 

Mnghabya 

4.07 

3.t>6 

20.32 

29.8* 

44.85 

.31.70 

40.50 

Nagaland 

4.3*1 

7 33 

17.96 

32.5* 

♦ 

45,20 

60.70 

Sikkim 

2.78 

7 63 

4. V< 

23-20 

38 30 

109. 10 

108,40 

Tripura 

4.49 

3.04 

4.30 

25,'W 

30.40 

14.53 

28.58 

All India 

673.23 

969 (XI 

2307.22 

42*5.05 

2604.59 

3358 05 

3507.89 


Noter. •: Not ^variable. Kli: Revised lixliraae: Bl- budget Minute 

Source: Up to 19* 5 - 861 < combi acd ti kbhv and Revenue Ain amt s 1 ’ t a apt n tth-r and A orfilur t icnmd of India (it >1. rvspoctivayenr*. t MhBfycafi - U e nH UV * 
for ('mats, a-spuefrve state*. 
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Gender Issues in Field Research 

Developments in social theory in the last 20 yean, especially the e me rgence 
of women's studies and postmodernism, have greatly influenced the 
perceptions and orientations of field researchers, particularly 
anthropologists, with regard to women. The quest for new realities is 
firmly rooted in women's experiences, their knowledge of these 
experiences, and the capacity to reflect, articulate and share them. WSi-39 

The role gender plays in anthropological and sociological fieldwork has 
been examined in several interesting studies in the past. To what extent arc 
the findings of these studies and the issues they raise relevant in dealing 
with the problems women researchers, especially westerners, face 
in the course of their work in India? WS-3S 

Women’s Movement: Theory and Practice 

Marathi women's literature from the 13th century onwards indicates the 
conceptual and practical strategies employed by women to create 
counter-cultural meanings and spaces where women are not a monolithic 
category, but reflect as individuals their own personal, caste and class 
experiences. This literature can be appropriated to serve as a resource 
for understanding the problems and dilemmas of contemporary 
feminism. WS-24 

By contextualising in the Indian reality current debates on organising politics 
around plurality, it is possible to explore ways to counter the sectarian and 
divisive tendencies within the women's movement such that differences 
do not become a point of immobility, but a focus of solidarity. _ WS-2 


XONOMIC 

AND 

IPUTICAL 



FeundaMdhon Inctdn Chwidhuri 


***** Ml 

MhSMtor Mats-MOM: FMroatovarrmanrs 
naapondeW y- M —r *k ComtorangTnaBady tit 

mta naw ma tn 

inpwm m 

■MMMna 

mSn q V— * ■** *1 O matopto g C oon o mlaa 
Xsousatont to Honour at urn Amy* DMpupa 
-MsiOhoati W 


.afy 

ffvwM and Maw Csonemto Poiatw 
-Ashen Kodnri 

* Dai* tagi Coat ot Forapn Capa* 

tM 

-SM 

m 

MwandyGaiptoyeecAnaaponsalo 
'ilnlllilin In PUililtr 


-nwtKahowmk 

•ai 

nattoe Common Enatny: Haitian ana 
Jamun Corporate CapM 

BS 4 

REVIEW Of WOMEN STUOtES 

ray «M Pracdee ot Woman'* Mammon «> mas 

rOtocowas ArMyata 
-SupnyoMtarfcar 

ratot laanMe oa • Bourns tat Contsmpoiary 
: nMn 

Wt-1 

-VUyutatwoat 

uch tor Wsssn'a Vtoeaa: nsMaiotu or 

WM 4 

vdNork. imam 
-W totaKaM* 

WHO 

noar In FtaM Rasaanh: Eaparianoas «ln<*a 
-t C ScAate-Sandbatgan 

WS-M 

refer In NwodbuiOAt toonomio* Concaptu*! 

^nibDMan 

W» 4 l 

am 


fpQHg|g| uf 

-Barnard OSMo 

atr 

pprtane* of •» Pmt*t 
-~KrWw Kumar 

at 

oanaatmton n Banetadatir 
-OMwarmUMohabOW Khan 
k«mmm 

tttaaanna tarsus Vtorpnaasalton Casa at 

KM 

tori Qvaumi BNppsrp 

-Batooanuttoyw 

rowj ewm a TrwvwoiVvonw. 

man Cam 

Ml 

-OodyArote 

MB 

iptMMMnl tat fWMMMMon: Sow*d fafnh 


awards Chanatng Coma of Cuneai Ttartarg 
-Jaitan 

ata 

tmmwmrn 

•it 


ECOMNMC AM) POLITICAL WEEKLY 
HMmmIHoum 

* Shim EhMSHMi Rond Bonriay 400 001 

rT '0naa (MM MOnVHBy 

«x- too) »i son 

BMt stwrtn M > pnapeon> 

Mar MM* Rat 

aantor AnMm Mar Eadmt ftakaah 
CMSM OMIW Ptabha PM 
O tndtit t Na dtW* (PdM) 
OnmmA sahtny 8 SSmm 

AMMMnwn Manager M K Anmri 
Manager KVWyafcumar 
«PW MMARON FOUNDATION 
C *1*, AM MMNM «NMe, Kandh* <6aN) 


Dependence and Indian 
Shipping 

Dependency theory as a universal 
theory of underdevelopment may 
have been problematic, but 
dependence as a description of the 
hierarchical relations and the 
leverage thus provided in bargaining 
between nations continues to apply. 
Such dependence has serious 
consequences for resource outflows 
and therefore for development, 
starkly evident in the development 
of Indian overseas shipping. Ml 

Crime without Punishment 

The decanelisation and the 
de-Nazification begun after the 
German surrender in 1945 were 
stopped in their tracks by US 
foreign policy abetted by the vocal 
protagonists of US corporate capital. 
Hitlers would come and go, but 
corporate capitalism, the natural 
defenders of an inviolable social 
order, coukf not be punished. 934 

Welfare Reconsidered 

wtritfc mcourae m um wood 
countries such as Mia has b ec o m e 
bogged down la issues derived from 
western experiences and theories. 

i tw <» ——< ■ ■ - - L - 


Selling the Future 

A review of developments over the 
last year shows that the government 
in pursuing its objective of 
integrating India into the global 
economy has made available to 
outside markets Indian natural 
resources pairstakingly conserved 
and sustainably utilised by local 
communities. The consequent 
destruction is already evident. 914 

Uninfluenced 

Theoretical perspectives on women's 
exploitation have tended to create 
special areas of study rather than 
influence existing disciplines. 
such as economics. _ WS-44 

Workers’ Takeover* 

Experience of workers’ take ov e r s of 
public enterprises w Pakistan rndteate 
a way to counter the recr eat ing 
pressure of privatisation. _ PI 

Blinkered Approach 

In not taking a forthright stand 
on the issue of muhitwimwii. 
opposition parties are turni n g a blind 
eye to the increasing popular 
i m m gmj political irattbttty 
caused by the go v ernme nt 's 






LETTERS TO EDITOR 


Public Enterprises and 
Bureaucracy 

THIS has reference to Ramaswamy R Iyer's 
comments (August 20. 1994) on my paper 
on ‘Public Enterprises and Private Purposes' 
(May 28, 1994). I have read with interest 
his ideas on PEs particularly because he was 
a ‘senior' bureaucrat at the ministry of 
chemicals and fertilisers. I address myself 
below to those aspects which specifically 
concern my paper. 

(1) Considerable space of his . note is 
devoted to an explanation of the problems of 
Fertiliser Corporation of India (PCI). That 
was not my objective. I used Pluming and 
Development Division of PCI (P and D) 
merely as an example to show how "lack of 
proper planning, lack of support indifference. 
and even active opposition prevented the 
full indigenous potential from being 
realised”. I have no comments to offer on 
the unsubstamiated/irrelevant observations 
made by Ramaswamy Iyer, e g, “FCI/P and 
D had many excellent engineers but 
relatively few good managers”; “I knew the 
PCI very well in those years, and while it had 
many excel lent people (with several of whom 

I formed friendships that have lasted down 
the years), it was a disaster as an 
organisation”, etc. If one concentrates on 
the facts presented by him, then it can be 
seen that these actually support my 
propositions. Let me give one example. Iyer 
mentions the "ambitious attempt on the part 
of the FC1 to take on several projects at the 
same time or in quick succession...". 1 also 
referred it in my paper and used this as an 
example of the lack of proper planning 
which adversely affected the performance 
ofPandD. 

(2) In several places in his note Iyer has 
pointed out that even if some of the decisions 
taken by the bureaucrats are now considered 


to be wrong, these doqipbns were taken in 
good faith - their motivation* were not 
improper. It is possible that Iyer is correct 
though there is no way of knowing this from 
his note. Consider, for example, Iyer's 
opposition to my rema rks on the decision to. 
go in for I.3S0 TPD capacity plants and 
bypass P and D. All that he says is that “the 
then secretary (C and F) agonised for a long * 
period over the choice...”. In view of the ! 
statistics cited in footnote 6 in my paper that, 
at 80 per cent capacity utili sation , smaller 
capacity plants of900-1,000TPD wOukjbe 
more cost effeedveand internationally' 

TPD plants were not yet the standard a(Si, 
accounting for only 25 per cert pf the plants 
in the world, 1 dq,aoi think it was itnproper 
on my part to question the motivation of the ^ 
decision in terms of its impact on indigenous 
R. and D. If the decision-makers were 
genuinely bothered about indigenous 
efforts, then the benefit of doubt should 
have been given to P and D, which actually 
was not done. However, it is possible that 
the bureaucrats in question genuinely 
beheved that P and D should not be promoted. 

In that case, their honesty is of course not 
in doubt. 

(3) My statement Thanks ultimately to 
the support of some senior bureaucrats and 
technocrats, some of whom later joined 
organisations like Bechtel and the World 
Bank...” was prompted by the fact that an 
influential chief of a public sector engineer¬ 
ing consultancy firm joined Bechtel. How¬ 
ever, a bureaucrat/technocrat need not 
necessarily join an organisation to serve its 
interests. Hence deleting the above- 
mentioned statement from my paper does 
not disprove the point in question. 

(4) Iyer contests my observation on the 
lack of planning for the public sector as a 
whole. He has missed my point I did not say 
that while deciding on a new public 
investment project, its impact on the 
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economy, on imports, ert. are w 
(The efficiency with which foe 
can be questioned.'bu;-that 1 
matter). whakfmfemfl was that 
forum where ^putyKe sector 
evaluated the point of \ 
impact on the operations of the p 
U a whole. I gave the example 
dbich factory at Kapurthala to 
npandingAFtersifyuig some 
would have been more profit 
than setting up a greenfield 
rejMril of the Project Appraiss 
or me Planning Commission, 
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toes not Consider, for examp 
Capacities set up for particular p 
at present under-utilised can be 
the new investments proposed. 

Sums 

Calcutta 

i 

Education: The Rea 
Contradiction 

POROMESH ACHARYA ishisi 
and penetrating self in ‘Bengal 
and Educational Deveiopme; 
Century Bengal' (April 1). Buto 
with a little more perspective »- 
history. To attribute support 
education to the Empire as agaii 
interests promoted by ‘bhadraJok 
the real, historically more 
contradiction - Empire’s desi 
‘bhadralok’ in check. The rival 

(a) collcctore in favour of E type 

(b) Education department and 
for D and above reminds one 
collector-dominated Total Lib 
paigns vs the educationists ant 
machinery. ‘Progressive' edu 
Poromesh and sometimes Kris 
have, as I have shown elscwbe 
Indian Political Economy C 
University of Hyderabad, lam 
1995, unpublished), success 
enlisted by government today ! 
its successive schemes ant 
encouraged even to use their 
acumen to legitimise stat 
successful masking the real con 
Thus both they, or for that mi 
Saldanha. for all their inv 
hegemony a la Cramsci. or c 
pedagogy or the heavy weight of 
child's schoolbag, or even P 
preference for a work-centi 
curriculum, successfully obacu 
sheer hunger plays in depriving 
children of the very possibility® 
India’s politic al and lnnaain rati 
mem has moat cleverly utilised 
per sp ic a city, vision and dass 
among the few educ a tional tin 
have. 
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Burst Bubble 

T HEgtoominthestockmarkets, which set in a few months 
ago and deepened after the budget, has surprised many. 
Bui this is largely because explanations for the depressed 
market conditions ate being sought in immediate market- 
related factors and gathering political uncertainties, whereas 
there are some basic macro-economic issues which have 
emerged as a reaction to the earlier policy excesses of the 
government and the corrective action initiated by the SEBI and 
the RBI to discipline the market. The skyrocketing of share 
prices up to September last had by no means been based on a 
genuine improvement in economic fundamentals. Even the 
impressive published results of a number of major companies 
did not reflect genuine improvement in manufacturing perfor¬ 
mance. but treasury operations yielding sizeable 'other in¬ 
come' and non-operating surpluses. Company finance studies 
have shown how for large companies nearly three-fifths of 
incremental retained earnings between 1990-91 and 1993-94 
emanated from so-called ‘other income’. Buoyancy in share 
prices had been essentially the result of the sizeable inflow of 
portfolio investment by foreign institutional investors (Fils) 
and corporate funds parked in the share market; it was aided 
also by excess liquidity with the banks which banks were 
reluctant to deploy in credit to industry and business because 
of the sudden enforcement of prudential norms. It is now 
known that banks had extended substantial amounts of loans 
against the security of shares and as bridge finance. The 
I process of unwinding of these developments has been a blow 
i to the capita) market. 

Hie Bombay Stock Exchange's sensitive index (1978-79= 100) 
has lost 230 points in the latest week and closed at 3,133, a 
52-week low. The fall from the peak of 4,463 on Septem¬ 
ber 12 last year works out to over 1,500 or one-third. Some 
of the leading scrips have dipped to levels which were not 
believed passible. Reliance Industries’ share, which had 
been bought by UTI in a private placement at a negotiated 
: price of Rs 385 in October last (against a price of Rs 337 as 
per SEBr* formula) has nosedived to 248.75, marking a 
: loss of 35 per cent This has happened despite the claimed 32 
per coot rise in the company's turnover and 85 per cent rise 
in net profit in 1994-95. TOCO shares, which were quoted at 
a 52-week high of Rs 339 hi Septcfnber last year, have dipped 
io Rs 196.25. According to a financial daily, out of a total of 
4,172 listed traded companies on the BSE, the current prices 
of 741 active scrips show a loss of more than 50 per cent over 
(heir 52-week highs. As a result the price-earning multiple, 
which had touched a peak of 46.8 in September, has slid to 
27.84. The BSE’s (tally turnover, which had averaged 
Rs 388 enure in 1993-94 touched a peak of Rs 442 Crete in 


October 1994, had fallen to Rs 151 crore in March this year 
or has been less than even Rs 100 crore in April so far. 

The impact of the erosion of stock prices is reflected in a 
number of other areas. A large number of Indian GDRs are 
quoted in overseas markets at discounts to issue price ranging 
from 16 per cent for ITC to 53 percent for Century Textiles 
and 60 per cent of Videocon; only a handful are quoted at 
premium. Consequently, a number of companies which had 
planned to enter the GDR market this year are having second 
thoughts. More important, a large number of public issues in 
the domestic market have received poor responses, resulting 
in devolvement on underwriters. Primary market brokers are 
reported to have withdrawn underwriting commitments in 
respect of over 80 forthcoming issues, including those of 
MTNL, Apple Credit, Bindal Agio and Dharamsee Morarjee, 
creating a crisis situation in the capital market. Capita) issues 
in 1995-96 were expected at one time to exceed Rs 25,000 
crore, surpassing the earlier peak of Rs 23.275 crore in 1993-94; 
actual issues during the year will now be only a fraction of the 
earlier expectations. 

The reducedcapital inflow horn abroad, particularly through 
portfolio investment by the Fils, has hit the market hard. 
Together with a number of domestic developments, this has 
resulted in a liquidity shortage. Between November 1994 and 
March this year. Fils' net investments amounted to Rs 593.4 
crore or a monthly average of only Rs 118.7 crore, compared 
to Rs 3,862.9 crore or a monthly average of Rs 772.6crore in 
the first five months of 1994. While some net investment by 
Fils continues, their gross .sales on a sizeable scale are 
exerting a strong bearish influence in the secondary markets. 
Gross sal es by Fils in the first five months of 1994Had totalled 
Rs 760.7 crore, whereas in the latest five-month period they 
have touched Rs 1,606.4 crore, reflecting the attempuo book 
profits after a year's holdings. The RBI’s foreign currency 
a&seu have hardly grown in the past six months or so. whereat 
in the preceding 12-month period they had moved up by as 
much as Rs 42,000 crore. This had given a false impression 
of high financial saving and induced government and the 
private corporate sector alike to plan for large market borrow¬ 
ings and. in the latter's case, ambitious primary capital issues 
With the reduced foreign inflow and the heavy demands on 
the money and capital markets, a liquidity crunch has sur¬ 
faced dramatically. 

Liquidity in the secondary market had earlier been provid¬ 
ed abo by speculation facilitated by the system of 'hadta' 
transactions in the so-called Group A securities whkfc Jps 
rem a in e d banned since Deccrnbcr 1993. Broken su li a ip l itafly 
began the practice of repealed renewal of transactions in tire 
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Group B securities as a backdoor form of 
India* compelling SEBI to ban renewal of 
transactions in noo-specified shares and 
insisting on a seven-day settlement pro¬ 
cedure. The SEBI has also insisted on seg¬ 
regation of brokers' and their clients' ac¬ 
counts. The RBI in the meantime intro¬ 
duced prudential norms for non-banking 
financial companies (NBFCs) and curtailed 
the NBFCs’ overall borrowing limits. More 
, significantly, it has now banned bridge loans 
against public issues and borrowings by all 
financial and non-financial companies. 

The slymp ip the capital market has thus 
to be understood in context of the earlier 
heating up of both the primary and second¬ 
ary markets which was clearly unsustai nabJe. 
The government’s policy excesses as part 
of structural ruljustment gave rise to a tre¬ 
mendous liquidity growth which in turn 
boosted share values and real estate prices; 
as noted above, it also enticed corporate 
bodies both in the public argt private sectors 
to plan for large capital issues. The impres¬ 
sion was created that domestic savings were 
no problem at all. This liquidity growth 
combined with sizeable government dis¬ 
bursements even gave a temporary boost to 
industrial output in 1994-93. Corporate 
bodies which were cash rich on account of 
resources raised abroad through GDRs and 
in the domestic market, made sizeable in¬ 
vestments in company shares, units of UT1 
and real estate. Seme of this investment has 
got stuck as a result of price declines and 
other structural developments. 

Against this background it is obvious that 
the response of the concerned official bodies 
to the decline in share prices will have to be 
much more farsighted than what the brokers 
and the trade bodies are asking for. which 
mostly runs in terms of reintroduction of 
carry-forward trading, abolition of tax on 
dividend, channelling of pension funds and 
the Hkc to the capital market, rescinding of 
the ban on bridge loans against new issues 
and so on. In the first place, it has to be 
clearly accepted that the earlier jump in 
share prices had been artificial; it had not 
been grounded in genuine demand for finan¬ 
cial assets induced by rising domestic 
saving and yield differentials. Obviously, 
P/E ratios of 30 or thereabouts could not be 
sustained. Second, the absence of discipline 
among market operators and the easy flow 
of funds from banks and the money market 
into the capital market stoked speculation 
with its quota of financial scandals and 
scams. The latest instance of as many as six 
banks and three all-India financial institu¬ 
tions involved in illegal bridge loons against 
the share issue of M S Shoes is a reminder of 
how the financial system has failed to learn 
any lessons from the mulu-crore peccadil¬ 
los of Harshad Mehta, Hiten Dalai and 
company. Will the government and the 
supervisory authorities such as RBI and 
SEBI realise at least now dud continued 
laxity on their part in imposing discipline on 
market operators and in regulating and super¬ 


vising their doings will be disastrous for the 
healthy growth of the financial system? 

PUNJAB 

Test for Akalis 

WITH the filing of nomination papers by 
the candidates of the leading parties in the 
state, the line-up for the politically significant 
assembly by-election in the Gidderbaha 
constituency has become clear. At the 
same time, certain moves by the opposi¬ 
tion parties and by some dissident Con¬ 
gress members in connection with this by- 
election reveal a glimpse of the likely 
political alignments in the state in the 
coming period. 

The importance of this by-election lies in 
the fact that this will be the first assembly- 
level election in the state after the unity in 
the Akali factions and their emergence as 
the Shiromani Akali Dal headed by tbc 
moderate Parkash Singh Badal. As such, 
not only will it test the strength of the 
unified Akali Dal in the rural Punjab, it will 
also give an idea of the impact of the 
unification on the ruling Congress (I). Ad¬ 
ditionally, Gidderbaha is the home consti¬ 
tuency of Parkash Singh Badal and a defeat 
of his candidate here or even his victory by 
a narrow margin would erode his stature in 
state politics and give a blow to his leader¬ 
ship of the Akali Party. 

In this latter connection particularly, 
victory of the Akali candidate is extreme¬ 
ly crucial for continued Akali unity, for 
in the absence of this victory the hard¬ 
liners in the party, led by Simranjit Singh 
Mann, who have opposed the present 
unity and who also are not happy with 
the leadership having gone to Badal, will 
get a chance to assert themselves. It is 
even likely that the hardliners would 
secretly work for the defeat of the Akali 
candidate who is a nephew of Parkash 
Singh Badal. 

What may dash the hopes of the Akali 
hardliners - and this is a move having 
larger political implications - is that the 
Janata Dal has decided to support the 
Akali candidate and at the national level is 
actively working to include the Akali Dal 
in the National Front. Similarly, the 
Bhartiy a Kisan Union (BKU), which shares 
with the Akalis a large rural base, has 
formed an alliance with the latter for this 
election which it hopes to continue in the 
post-election phase. 

These moves by the Janata Dal and the 
BKU have made the defdht of the Akali 
candidate virtually impossible. On the other 
hand, they show the isolation of the Con¬ 
gress in state politics. What has gone to the 
advantage of the Congress, however, is that 
it has caJculatedly fielded a candidate who 
has been a friend of Jagmeet Singh Brar, the 
dissident Congress leader in the state, 
thereby effectively keeping him out of tha 
Giddeibaba campaign. Brar was also trying 
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to put up a third force* candidate with tin 
help of the BSP and theBKU. But with the 
BKU having decided to support the Akalis, 
the Congress dissidents in the state have 
suffered a setback. 

MALARIA 

Fixing Government’s 
Responsibility 

SINCE late last year, there have been re¬ 
ports of malaria deaths and dear evidence 
that the disease is assuming epidemic 
proportions in some districts of Assam. By 
the end of April the death toll had gone up 
to 300 according to independent surveys 
and the number affected over 1,00,000. 
(Doctors who toured the districts last month 
estimate over 500 deaths.) Malaria it not 
new to Assam, though the state has not been 
among those with a high number of positive 
cases in the last few years. What it striking 
it not only the spread - the number of 
repotted cases in 1990 for instance had been 
only 60,282 - but the high proportion of 
deaths. This indicates both gross neglect u 
well as the presence of cerebral malaria. 
The virulent nature of the outbreak is alto 
indicated by the rapid spread of the disease. 
The doctors’ team has disclosed that within 
four days of the first cases being reported in 
Damoria block there were over 73-100 
patients visiting the PHCs everyday. While 
control of malaria in the long term is a 
matter of systematic preventive and detec¬ 
tion work, that the state government failed 
to respond early enough to an epidemic of 
this proportion is inexcusable. As investi¬ 
gative teams have pointed out, a number of 
deaths would have been prevented by dis¬ 
tributing chloroquin in the areas where 
malaria is an annual occurrence. 

The unprecedented decision taken by the 
National Human Rights Commission to 
indict the state government for causing 
malaria deaths therefore appears to be 
wholly justified. The Assam health minister 
has said that lack of funds had hampered the 
operations. While there is certainly some 
truth in this, there is no reason why the 
government should not have moved emer¬ 
gency funds for tackling the epidemic. The 
lack-of-funds plea is only a feeble excuse 
for what is obviously a gross neglect of 
health services which should have detected 
the onset of the epidemic. 

However, there is also the isaue of wheth¬ 
er the union ministry, under whom the 
national malaria eradication programme 
(NMEP) falls, did nor also contribute in this 
state of affairs. The first deaths were appar¬ 
ently reported in November last and many 
centres then did not have adequate chemi¬ 
cals (such as the appropriate stains used for 
preparing Mood slides for examination) 
There was thus a b acklo g of slid es to be 
ex smined. This meant that the health admim 
stration had no dear picture of the spread of 
the disease. Diagnostic aids are part of 
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survetUarice under die NMEP. Had the 
pf Vpmm bees functioning efficiently, 
there would not have bees this lack of 
surveilfcBce. Nor apparently war there *n 
adequate supply of chemicals like DOT for 

^ne%MBP is a centrally funded pro¬ 
gramme, as is the IB control programme, 
and requires the state government to share 
SO per cent of the expenditure. It is more 
than likely that given the compression in 
state health budgets consequent upon the 
diminishing transfers to the state on the 
whole, the state government diverted the 
amount meant for Ok programme elsewhere. 
In the union budget proposals for 1995-% 
provision has been made for 100 per cent 
assistance for the programme for the north¬ 
eastern states. The fact however still 
remains that the poorer states will neglect 
these shared programmes and divert funds 
from them to those areas where the entire 
expenditure has to come from die state 
exchequer. Assam, for instance, ranks ninth 
among 15 major stales in its per capita 
spending on health care in 1990-91 
(Rs 24.85. a decrease over the 1986-87 
level). As a consequence of the epidemics 
last year in Rajasthan, Manipur and 
Nagaland, the NMEP directorate conducted 
extensive surveys which show two signi¬ 
ficant facts: one, that the sharpest increase 
in the incidence of malaria has been in trihal 
areas and, two, that the entire health care 
delivery system, especially in the tribal 
areas, is in a stale of total breakdown. Fur¬ 
ther, it is in the tribal areas dial there has 
been the sharpest increase in plasmodium 
falciparum (cerebral malaria) cases. The 
proportion of cases from tribal areas in¬ 
creased from 51 per cent to 66 per cent 
between 1984 and 1990. If this is indeed the 
case, it makes sense to argue that the union 
ministry must make a 100 per cent contribu¬ 
tion to the programme in the tribal areas 
Further, it again points to the fact that verti¬ 
cal disease control programmes can be ef¬ 
fective only with the support of an efficient 
primary health care infrastructure. 

Now that the commission has taken up 
malaria deaths, it will no doubt open up 
debate on numerous issues. For instance, in 
the coming months gastroenteritis epidemics 
are likely to be a common feature in many 
regions. What would constitute neglect on 
the part of the government/health authori¬ 
ties? The inability to prevent deaths from 
the diseases? Or the failure of the health 
infrastructure to prevent the dilease? Would 
proof of the spread of malaria aa a direct 
result of, large-scale canal and irrigation 
projects, as appears to be the case in 
Rqiasihan, make pie gove r n m ent liable to 
be bakl responsible fcr the disease and the 
deaths? Similarly, would the irrmpooribi lily 
of the central BSIC in not recognising 
bysstnosis and taking effective steps to 
pr eve nt it among textile workers constitute 
a buaua rights violation? On the face of it, 
it docs and it should. But the ar g um e nt 
againattnckhcasB will be based oo the view 


that heatdi is a private matter, whether one 
lives or dies or is susceptible to diseases is 
a consequence of 'health behaviour’. The 
state even in aa epidemic situation can only 
do so much. For instance, in the case of 
mriaria the NMEPsurvey reports have found 
it necessary to stress that tribals do not 
allow spraying of DDT. The report further 
says that people continue to sleep without 
mosquito nets! in the circumstances, can 
the state be blamed for the spread of the 
disease or deaths? 

Given that, with the shedding of welfare 
responsibilities of the state, this line of 
argument is gaining ground, it will be neces¬ 
sary for the Human F ight* Commission to 
fix the state’s responsibilities in regard to 
the health of its citizens, before it sets out to 
define what constitutes neglect 

RWANDA 

Continuing TVagedy 

THE death of 2,000-odd Rwandians due to 
firing followed by stampede at the Kibeho 
refugee camp is one more chapter in the 
gruesome tragedy that has been the coun¬ 
try’s lot for the past year - one more exam¬ 
ple of the pain innocent civilians have to 
suffer to satisfy the ambitions of the politi¬ 
cal elite. Under die regime of Gregoirc 
Kayiband. the first president of Rwanda, the 
northerners of the country had to face dis¬ 
crimination. In the rule of Juvenal 
Habyarimana who became president by de¬ 
posing Kayiband in a military coup, it was 
the turn of the southerners to suffer. But the 
killing of Tutsis unleashed by Hutu militia¬ 
men last year after the death of Habyarimana 
in an aircraft explosion transgressed all 
bounds of human sanity. Though the 
Rwandian Patriotic Force (RPF), mostly 
constituted by the Tutsis, succeeded in 


driving out the blood-thirsty Hutu mibtia. the 
peace restored has been fragile. For one 
thing, the Hutu militiamen who are taking 
cover in toe refugee camps put up on the 
south-western borders of die country, are 
swearing revenge. Second, the present 
government, relying heavily on the support 
of the RPF. status Ktitus who fled to the 
neighbouring countries to return so this it 
can establish its legitimacy in the eyes of the 
world community. But the Hutu civilians 
who lie huddled in the refugee camps fear 
a backlash from Tutsi-dominated RPF. 
The Kibeho tragedy will only cqpfirm their 
apprehensions. 

The Rwandian quagmire has posed grave 
ethical questions before the international 
community. The RPF leader. General Paul 
Kagame, has complained that none of the 
international agencies responded promptly 
when the Tunis were being butchered by the 
Hutu government and army. Instead, vari¬ 
ous countries sent planes to evacuate their 
own people. And now by setting up re f ug e e 
camps, mostly housing Hutu* (and hiding 
Hutu militia), the international com mu n i ty 
is helping the killers rather than die victims. 
It has been repotted that uptil now S 700 
million have been spent on die Hutu refu¬ 
gees while less than $ 300 million have gonfi 
to rehabilitate the victims and to reconstruct 
the strife-tom economy of Rwanda. Further, 
the aid material that has been distributed it 
hardly of any long-term benefit to the refu¬ 
gee*. Instead, by hoisting their flags at the 
refugee camps, the international aid agen¬ 
cies have used this tragic situation to adver¬ 
tise their ‘humanitarian’ missions. The real 
solution to the Rwandan crisis will ultimate¬ 
ly He in die success of the present govern¬ 
ment in exposing the Hutu warmo ng e r s in 
die eyes of the general populace and thus 
imtiating a rappro chem ent b etween thccoun- 
try’s two communities. 
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CURRENT STATISTICS _ gfWgegwch FonulnUnn 

Monetary de vrio ptn ea ta n the fitctl yew IWt-93 wcrecharacie ria e d by dccaterwtoa la ihe growth of M i tod r asc m s money. Whtiathariaola aat baahcradtl to 
govern own. ia particular RBI endli. wii the lowest la yearr, baak creJt to theco mnu s ri a l sector grew more rwUfy than fir mt p as t may yaan aad acr oaasad 
for over 73 per cenl of ifl cunea ul domestic credit dories the year against M per ceat ia the pervious yew. The fnrtenuartl money mnMptier rema in e d mpdetet c 
« 2.43 sgsisii 2.60 ia ibe previous year Aggregate deposit growth wltt) s ch eduled coeMneTrix D' e ai i wu lower became of » sharp rwn ct i ni ta the growth of dsmend 
depotiti. even u Ibe tempo of growth of Tune deposits area maintained. iacremesta) credit-depoait ratio at 78.7 per ceat was the hi (heal for decades, bet barite' 
investment ia trastee securities slowed down cons i der ab ly. 

Macroeconomic Indicators 


Weights Apr 08. Variation (Per Cad): fttiw-to-Ptdnt 


Index Numbers of Wholesale 


1995 

Over 

PT!lFnB»iTlCTI 

KKaEZEl 

imw 

imw 

TTO 

Pricea 0881-82=100) 



MotRh 

Latest 

Previous 1995-96 1994-95 





All Commodities 

100.0 

285.1 

0.4 

9.0 

11.7 

0J 

1.3 

10.0 

10.8 

7.0 

13.6 

Primary Article* 

32.3 

295.2 

0.4 

11.6 

12.8 

0.7 

2.2 

13.2 

11.5 

3d) 

153 

Food Articles 

17.4 

319.2 

0.9 

11.5 

4.7 

0.7 

2.1 

13.1 

4.4 

5.4 

20.9 

Nob-Food Articles 

10.1 

324.7 

-0.2 

12.8 

23.2 

0.9 

2.7 

14.9 

24.9 

-1.4 

8.1 

Intel, Power, Light and Lubricants 

10.7 

281.4 

0.0 

1.2 

13.0 

0.0 

0.0 

12 

13.1 

15.2 

13.2 

Manufactured Products 

57.0 

280.0 

OJ 

9.0 

10.7 

0.1 

1.0 

10.0 

9.9 

7.9 

12.6 

Food Products 

10.1 

274.7 

0.9 

8.1 

11.8 

0.7 

0.8 

8.2 

12.3 

6.8 

10.2 

Food Index (computed) 

27.5 

302.9 

0.9 

10.4 

7.0 

0.7 

1.6 

11.4 

7.0 

5.8 

17.1 

All Commodities (Average Basis: 












• Over the year) 



* 









(April 01-08. 1995) 

100.0 

284.9 


10.7 

8.5 

8.6 

12.1 

10.9 

8.2 

10.1 

13.7 



Latest 






Coat of Living Indices 


Month 

Over 

Over 12 Months 

Fiscal Year So Far 1993-94 

1992-93 

1991-92 

1990-91 




Month 

Latest 

Previous 

1994-95 1993-94 





Industrial Workers (1982=100) 


291 1 

0.3 

9.8 

9.5 

9.0 

9.1 

9.9 

6.1 

13.9 

13.6 

Urban Non-Man Emp (1984-85= 100) 


240 IJ 

0.0 

8.6 

7.8 

8.1 

7.8 

_ 

6.8 

13.6 

13.4 

Agri Lab (July 60 to June 61=100) 

1 

1301 J 

0.7 

11.6 

10.2 

10.7 

10.7 

11.6 

0.7 

21.9 

16.6 


Production of Major Crops 
(Agricultural Year) 

1994-95 1993-94 

(Estimate) Prov 

1992-93 



\mw 



Total Foodgrains (mn tnx) 

186.3 

182.1 

179.5 

168.4 

176.4 

171.0 

169.9 

140.4 

143.4 

150.4 

Kharif 

102.0 

99.4 

101.5 

916 

99.4 

101.0 

95.6 

74.6 

80.2 

83.2 

Rabi 

84.3 

82.7 

78.0 

76.8 

77.0 

70.0 

74.3 

65.8 

63.2 

65.2 

Total Rice (mn ins) 

81.0 

79.0 

72.9 

74.7 

74.3 

73.6 

70.5 

568 

60.6 

63.8 

Kharif 


69.4 

65.3 

66.4 

66.3 

65.9 

63.4 

49.0 

53.6 

59.4 

Rabi 


9.6 

7.6 

8.3 

80 

7.7 

7.1 

78 

7.0 

4.4 

Total wheat (mn ins) 

60.2 

59.1 

- 57.2 

55.7 

*55.1 

49.8 

54.1 

46.2 

44.3 

47.1 

Total coarse Crains (mn tns) 

32.5 

31.5 

37.0 

26.0 

32.7 

34.8 

31.5 

26.4 

268 

26.1 

Total pulses (mn tns) 

14.3 

13.1 

12.8 

12.0 

14.3 

12.8 

13.8 

110 

11.7 

13.4 

Kharif 

5.8 

5.5 

5.6 

4.4 

5.4 

55 

5.6 

4.4 

4.2 

4.5 

Rabi 

83 

7.6 

7.2 

7.6 

8.9 

7.3 

8.2 

6.6 

7.5 

8.8 

Oilseeds (ran tns) 

22.4 

21.5 

20.1 

18.6 

18.6 

16.9 

18 0 

12.7 

11.3 

10.8 

Raw cotton (lakh bales) 

116.2 

114.0 

116.0 

97.0 

98.0 

114.0 

87 0 

640 

69.0 

87.0 

Raw jute and mesta (lakh bales) 92.0 

85.0 

90.0 

103.0 

92.0 

83.0 

79.0 

67.8 

87.0 

126.5 

Sugarcane (mn tns) 

250.0 

239.9 

230.8 

254.0 

241.1 

225.6 

203.0 

196.7 

186.1 

1-70.7 

ladei Numbers of Industrial 

Weights 

Dec Average for Fiscal Year So Far 


Variation (Per Cent): Fiscal Year Averaaes 

Production (1980-81=100) 

1994 

1994-95 

1993-94 

1993-94 1992-93 1991-92 1990-91 1989-90 1988-89 1987-88 

General Index 

100.0 270.4 

240.2 (8.3) 

221.8(4.8) 

n 

2.3 

05 8.4 8.6 

8.7 

7.3 

Mining and Quarrying 

11.5 280.2 

229.8 (7.0) 

214.8 (jt.2) 

25 

0.5 

0.9 4.5 6.3 

7.9 

3.8 

Manufacturing 

77.1 258.3 

231.7 (85) 

213.6 (4.6) 

2.2 

2.1 

3.0 9.1 8.6 

8.7 

7.9 

Electricity 

114 .341.7 

308.3 (85) 

284.1 (7.4) 

7.3 

5.1 

85 7.8 10.8 

95 

7.7 


Apr 28. 

Month Year 

1995-96 So Far 

1994-95 

End of Fiscal Yew 


1995 

Ago Ago 

Trough 

Peak 

Trough Peak 

1994-95 1993-94 

1992-93 

BSE Sensitive Index (1978-79=100) 3133 

3261 3740 

i 3133 

3484 

3233 

4604 

3261 

3779 

2281 


(-16.2) 


(76.3) 





(-13.7) (65.7) 

M65) 

National Index (1983-84=100) 

1524 

1606 1800 1524 

1691 

1572 

2176 

1606 

1830 

1021 


(-15.3) 


(86.9) 





(-IZ2) (79Z) 

(-48.1) 


Feb 

Cumulative for Fiscal Year So Far 

1993-94 

1992-93 

1991-92 

1990-91 


1995 

1994-95 

1993-94 







Fnrctan Trade 











Exports: Rs cron: 

7240 

72929(17.3) 62181 (31.0) 

69547 (29.5) 

53688 (21.9) 

44042 (35.3) 

32553(175) 

USSmn 

2306 

23248 (17.3) 19825 (20.61 

22173(19.6) 

18537 (3.8) 

17866 (-15) 

18143(9.1) 

Imports: Rscrore 

6999 

78620(23.3) 63780(11.3) 

72806(14.9) 

63375 (32.4) 

47851 (10.8) 

43193 (22.0) 

USSmn 

223) 

25062 (23.3) 20335 (ZO) 

23212 (6.1) 

21882 (12.7) 19411 (-19.4) 

24073 (13.2) 

Non-POL US S ms 

1919 

19953 (31.7) 15150(43) 

17456(10.6) 

15782 (12.3) 14047 (-222) 

18045(3.1) 

Balance of Trade: Rs erase 

241 


-5691 

-1599 

- 

•3259 

-9687 

-3809 


-10640 

USSmn 

75 


-1814 

-510 

- 

■1039 

-3345 

-1543 


-5930 



Apr 14. 

Apr 15. 

Mar 31, 







Foreign Esdreng 
(excluding gold) 

t Rescrva 1995 

1994 

1995 

Month 

Ago 

Y ear 
Ago 

Fiscal Year So Far 1994-95 
1995-96 1994-95 

1993-94 

1992*93 

1991-92 

Rscrore 

USSmn 

65776,9 

20950.0 

48487.9 

15391.0 

66028.4 

20816.0 

2645.0 

400.0 

17288.9 

5559.0 

-251.5 861.9. 18402 
134.0 215.0 $640 

27430 

8724 


10223 

338) 
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Money and Banking 

| l|n^—T VnrfcUM 





feed V»tor VtotMinfla 






HOQ 

Mar 31 

Mar 31 

Mar 31 

Mar 31 

Mar 31 

Mar 31 

Mir 31 

•Mar 31 

Marjl 

Mar 31 

Mar 31 

| Mar 31.1995 

1995 

1994 

1993 

1992 

1991 

1990 

1989 

1988 

1987 

>986 

1985 








Rupees Crow 

• 


# 


Money Snpplyfldj 

52647* 

75133 

72467 

504*4 

50791 

3*419 

38939 

37103 

20622 

22041 

16322 

16268 



(16.6) 

(19.1) 

(15.4) 

(18.3) 

(16.1) 

(19.4) 

(22.7) 

04.5) 

08.3) 

057) 

(189) 

Currency witk tbe public 

100*70 

18990 

14067 

7111 

8111 

6491 

8029 

4512 

5177 

3323 

2387 

3069 



(23.2) 

(20.7) 

(11.7) 

(15.4) 

(14.1) 

(21.1) 

034) 

08.2) 

(133) 

00.5) 

(15.7) 

Depoelti wM> banks 

422258 

55321 

57185 

42945 

42469 

31852 

31006 

32294 

17157 

18698 

14241 

12895 



(15.1) 

(185) 

(16.1) 

(18.9) 

(16.5) 

(19.2) 

(25.0) 

05.3) 

(20.0) 

(K.Oj 

09*) 

Net bank credit lo 

219591 

14380 

29376 

17903 

)6654 

23462 

21552 

12714 

12905 

13052 

8474 

8568 

government 


(7.0) 

06.7) 

(11.3) 

(11.8) 

(19.9) 

(22.4) 

05.2) 

08.3) 

(22 7) 

07.3) 

(21.1) 

Bank credit to commercial 

287890 

43796 

16591 

301*7 

18582 

21969 

24102 

25176 

12746 

11938 

11850 

10227 

■actor 


(17.9) 

(7.3) 

(15.3) 

(10.4) 

(14.0) 

(18.2) 

(23*) 

03.5) 

04.4) 

<16 74 

(16.8) 

Net foreign exchange met* 

TS890 

22163 

28775 

3747 

12533 

2021 

-149 

1180 

80S 

943 

904 

1322 

of eta banking sector 


(41.3) 

(115.3) 

(17.7) 

(1445) 

(30.4) 

(-22) 

(21.0) 

06.7) 

(24 41 

(30*) 

(803) 

Kaaina Muaay (KM) 

168974 

30352 

27843 

11274 

11726 

10188 

14634 

9468 

868) 

6643 

2949 

6223 



(21.9) 

(25.1) 

(11.3) 

(13.4) 

(13.1) 

(23.2) 

07.7) 

09.4) 

(174) 

<841 

<21 5) 

Bankan deposits with RBI 

61218 

10467 

12611 

3258 

3059 

3116 

6562 

4175 

3384 

7234 

606 

2686 



(20.6) 

(33.1) 

(9.3) 

(9.6) 

(10.9) 

(29.6) 

(23.2) 

<23.2) 

(28 5) 

(56) 

(33.3) 

Net RBI credit to 

98737 

185 

1504 

3679 

4616 

15347 

14900 

6639 

6957 

6960 

4823 

6408 

govern met* 


102) 

(1.5) 

(3.9) 

(52) 

(20.9) 

(25.5) 

02.8) 

05*) 

(18.3) 

046) 

(24.0) 

Nat RBI credit lo centre 

98678 

949 

1306 

3586 

4832 

IS15C 

14622 

6715 

6360 

6774 

6631 

5551 



(10) 

(1.4) 

(3.9) 

(55) 

(20.8) 

<25 1) 

030) 

“ 04.1) 

07 Jb) 

(209) 

(212) 

RBI credit to commercial 

6593 

148 

225 

-1040 

918 

-7 

825 

1734 

396 

342 

300 

372 

sector 


(2.3) 

(3.6) 

-14.3) 

(145) 

(-0.1) 

(14 9) 

(45.8) 

017) 

012) 

(10 9) 

(15.6) 

RBI credit to bonks 

13470 

7919 

-4334 

4783 

-4905 

2535 

393 

2638 

1681 

298 

- 712 

403 

loci NABARD 


(142.7) 

(-43.8) 

(93.7) 

(-490) 

(33.9) 

(5.6) 

(59 4) 

(60.9) 

(12.1) 

(-22.4) 

04*) 

Net forex suets of RBI 

74686 

23264 

28775 

3809 

10855 

1915 

-132 

784 

795 

880 

842 

1275 



(45.2) 

(127 1) 

(20.2) 

(136.0) 

(31.6) 

(-2.1) 

04.5) 

07.2) 

(23*) 

(290) 

(785) 

Net non-monetary 

26616 

1330 

-1559 

78 

-160 

9668 

)432 

2422 

1336 

2090 

2466 

2292, 

liabilities of RBI 


(5.3) 

(-5.8) 

(0.3) 

(-0 6) 

(56.0) 

(9.0) 

(18 1 

01 t) 

(20 9) 

(328) 

(439) 

Mattery Ratio* 






In Percentages (except money multiplier) 



End-Period 

Currency/deposits 


23.9 

22 3 

21 9 

22.8 

23 4 

239 

23.6 

260 

253 

26.8 

28.7 

Currency/M, 


19 2 

18.1 

17.9 

18.3 

18.9 

19.3 

19 0 

206 

19 9 

208 

21.8 

Depowtt/M, 


80 2 

81.3 

81 8 

81.2 

80.8 

805 

806 

792 

786 

77.5 

759 

Money multiplier: M/RM 













(in multiples) 


3 12 

3.26 

3 42 

3 30 

3 16 

3.08 

3.18 

305 

7.18 

3 16 

2.96 

As proportion lo domestic credit:* 












a. Net bank credit to government 

43.3 

45.7 

43 6 

44.5 

44.1 

42 9 

42.1 

43 7 

42.7 

410 

409 

b. Bank credit to commercial sector 

567 

54 3 

56.4 

55.5 

55 9 

57.1 

57.9 

567 

57 3 

59.0 

59.1 

Incremental 













Currenc y/deposiu 


34.3 

24 6 

16 6 

19.1 

204 

25 9 

140 

302 

17.8 

16 8 

238 

Oarency/M, 


25.3 

19.4 

14 1 

160 

16.9 

206 

12 2 

25.1 

15.1 

14.6 

1*9 

Depostu/M, 


73 6 

7*9 

*5 1 

83 6 

82.9 

796 

87 0 

832 

*4* 

87.3 

79* 

Money multiplier AM ,/ARM 












(in muMpIn) 


1.30 

2.60 

4.50 

4.30 

3.80 

2.70 

390 

2.40 

330 

3*0 

260 

As proportion to domestic credit* 












a. Net bonk credit to government 

247 

63.9 

37.2 

47 3 

51.6 

47.2 

33.6 

"(03 

*2.2 

417 

45.6 

b. Bank credit to commercial rector 

75 3 

36.1 

62.8 

52.7 

484 

52 8 

66 4 

49.7 

478 

583 

544 

• Domestic credit ta£ae total of net bank credit to government and bonk credo to cmnmercwl lector 






1 ScfadaM CMMtwhi into 





Rupees crore 





Aggregate deposits 

382500 

49271 

52144 

39017 

37294 

29333 

28281 

28907 

15315 

17234 

13133 

11839 



(14.8) 

(18.6) 

(16.1) 

(18.2) 

(16.7) 

(19.2) 

(24.4) 

04.9) 

(201) 

(18.1) 

(19.5) 

Demand deposits 

72451 

3724 

14819 

2168 

11218 

6113 

6481 

7148 

1040 

3641 

1756 

2743 



(5.4) 

(27.5) 

(4.2) 

(27.7) 

(17.8) 

(23.2) 

(34.4) 

(S.3) 

(226) 

(122) 

(23.7) 

Time deposits 

310048 

45546 

37325 

36849 

26076 

23220 

2)793 

21759 

14275 

13593 

11377 

9096 



(17.2) 

(164) 

(19.4) 

(15 9) 

(16.5) 

083) 

(22.3) 

07.2) 

09.5) 

09.5) 

085) 

Total advances 

209706 

38784 

11566 

23757 

12164 

16770 

17295 

17121 

7492 

7715 

7869 

7148 



(22.7) 

(7.3) 

(175) 

(9.9) 

(15 7) 

09.4) 

(23 7) 

(It 6) 

03*) 

(160) 

07.0) 

rOQQ CWGhW 

12275 

1368 

4164 

2073 

164 

2500 

1229 

-1413 

-1914 

-431 

-130 

1643 



(125) 

(61.8) 

(44.4) 

(3.6) 

(124.6) 

0584) 

(-64*) 

(-57.1) 

(-7 8) 

(-2*1 

(40.9) 

Non -food credit 

197431 

37416 

7402 

21684 

12000 

14270 

16066 

18534 

10406 

(146 

7999 

5505 



(23.4) 

(4.9) 

(16*) 

(10.1) 

(13.6) 

08 1) 

(26.5) 

07 4) 

058) 

<l«4) 

(14.5) 

tovmnmtt 

149254 

14)72 

28435 

16820 

13751 

10887 

9499 

8702 

8118 

8276 

5666 

3732 



(10.5) 

(26.7) 

(18.7) 

(1*1) 

(16.7) 

07.1) 

0*-5> 

(20.9) 

(27 1) 

(22.7) 

076) 

• Pood eredk date la on the last Friday of Man* of andi year 
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la finaMii 





C-a te—-a 

Baa* fWN 


54.8 

51.3 

54.7 

56.0 

60.3 

60* 

60.7 

61 1 

629 

666 

67* 

lidiMd 


78.7 

22.2 

60.9 

32.6 

57.2 

61.2 

592 

4*9 

448 

599 

604 














Bad Patted 


39.0 

405 

37.9 

37.1 

372 

37 2 

J7.» 

39.7 

371 

357 

34* 

teOMHMMt 


1M 

34.6 

43.1 

36.9 

37.1 

33.6 

301 

55.0 

480 

431 

31* 

1 >hawn date ate baaed on March 31 Hi 

wea bate 

mmmmmtarnm 

tor Rfei and achate 

dedceuM 

meW tin 

ritiMte 


It 
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COMPANIES 


■i i mi inn .... 
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PHILIPS INDIA 

Multipronged Growth 

PHILIPS INDIA, the consumer electronics 
giant, has done well in 1994. Sales was 23 
per cent more than in the previous period, 
April-December 1993, on an annualised 
basis. The operating profit, post-interest 
charges and depreciation, was Rs 831 mil¬ 
lion against Rs 484.7 million for the pre¬ 
vious period of nine months. Improvement 
in operating profit was achieved through 
stringent control on costs and a reduction 
in interest cost. A dividend of 23 per cent 
was declared for the year. 

The lighting division did well in the year. 
A number of new state-of-the-art energy 
saving products in lamps and luminaries 
were well accepted. The company entered 
the area of hazardous lighting which finds 
its application hi chemical/petrochemical 
and oil refining complexes. Lighting orders 
were successfully executed during the year. 
The division won two international awards 
during the year conducted by Philips Light¬ 
ing B V of The Netherlands for lighting the 
streets of Madras and for lighting the Inter¬ 
national Conference Centre at Vigyan 
Bhavan in New Delhi. The company invest¬ 
ed in photometric and quality control equip¬ 
ment for upgrading the level of production 
equipment. Its Bombay light factory at Kalwa 
received the ISO 9002 certification by BSI 
Quality Assurance, UK. The consumer elec¬ 
tronic division achieved a growth in sales 
of 26 per cent over the previous period of 
nine months on an annualised basis. The 
company introduced new colour television 
models and also launched an integrated 
satellite receiver and TV set with stereo 
sound which was well accepted. In the 
field of audio equipment too the company 
maintained its leadership position. The turn¬ 
over of the domestic appliances and per¬ 
sonal care division was up by Rs 235 mn 
for the year. 

The electronic components division post¬ 
ed an increase in sales by 11 per cent. The 
plastics and metalware factories unit too did 
well. Orders for supplies of PCBs, vacuum 
cleaner parts, automobile switches, 3-way 
disposable medical application and mobile 
phones were executed during the year. A 
new state-of-the-art PCB production line 
with image sensing technology from Japan 
was installed to meet the increased demand 
for audio and video PCBs. Alio an invest¬ 
ment of Rs 19 million was made towards 
the installation of a state-of-the-art comput¬ 
er controlled moulding machine to meet the 
increased requirement of TV cabinets thus 
creating an independent internal support 


system for its requirement. The. industrial 
electronic division successfully developed 
flame-proof audio communication modules. 
These were introduced in the market in the 
form of systems solutions, an import sub¬ 
stitute. The product has been installed in 
petrochemical and fertiliser industries. Elec¬ 
tronic manufacturing technology business 
was launched by the company to support the 
growth of electronics and telecommunica¬ 
tions. The company plans to expand its 
activities in the areas of radio paging, cel¬ 
lular and cordless telephones, business 
communication systems, PABX, key tele¬ 
phone systems, digital microwave radios 
and TDMA systems for telephone link to 
remote areas. After acquiring a 31 per cent 
equity holding in the joint venture chris¬ 
tened Webel Telecommunication Industries 
the name is now being changed to Philips 
Telecommunication Industries. 

An expenditure of Rs 30 crore was in¬ 
curred on R and D in the year. Product 
development, process development and 
import substitution were the thrust areas. 

UNIVERSAL CABLES 

Higher Profit 

Universal Cables belonging to the M P Birla 
group specialises in various types of cables 
like PVC, cross capacitators and polythene 
compounds. The company has technical 
tie-ups with BICC, UK. Tokyo Shibaura 
Electric Company, Japan, General Electric 
Company, USA and Asea Kabcl AB, 
Sweden. 

The company has done well in 1993-94. 
Net sales were up by 2 per cent (Rs 4.01 
crore). operating profit by 7 per cent 
(Rs 1.7 crore) and net profit by 36 per cent 
(Rs 1.38 crore). Taxation was up by 39 per 
cent (Rs 2.29 crore) and depredation by 6 
per cent (Rs 28 lakh), non-operating surplus 
by 121 per cent (Rs 17 lakh), while interest 
charges fell by 25 per cent (Rs 2.26 crore). 
The company could post higher profits due 
to the effective check on'interest charges. 
Also there has been a change in the policy 
for depreciation adopted by the company. 
The depreciation on the revalued part of the 
fixed assets which were earlier charged to 
the revenue account is now being charged 
to the revaluation reserve Account. An en¬ 
hanced dividend of 30 per cent was declared 
for the year as against 23 per cent in the 
previous year. Exports remained subdued 
due to recessionary trends and severe 
competition. The company achieved 
exports through Indian contracting firms 
engaged in the turnkey projects in south and 
west Asia. 


Earning per share fluctuated at Rs S in 

1991-92, Rs 8 In 1992-93 and Rs 7 in 
1993-94. Net value added to value of produc¬ 
tion rose by 2 percentage points In 1992-93 
andby 1 percentage point in 1993-94. Return 
on investment rose from 7 per cent in 

1991- 92 to 10 per cent in 1992-93 and 14 
per cent in 1993-94. Gross margin rose by 3 
percentage points in 1992-93 and 1993-94. 
Consumption of raw materials to value of 
production however showed a declining 
trend. It fell by 4 percentage points in 

1992- 93 and by 3 percentage points in 

1993- 94. inventories to sales fell by 3 
percentage points in 1992-93 and by 2 per¬ 
centage points in 1993-94. Debt-equity 
ratio fell by 16 percentage points in 193-94. 
Short-term bank borrowings fell drastical¬ 
ly for the year. Sundry creditors to current 
assets fell by 2 percentage points in 1992-93 
and 1993-94. 

Universal Cables has been awarded the 
IS-14002 and ISO-9002 by Bureau of 
Indian Standards (BIS). The joint venture 
company Birla Ericsson Optical, promoted 
by Universal Cables along with Vindhya 
Telelinks and Ericcson Cables AB of 
Sweden commenced production of optical 
fibres at Rewa. The company which markets 
its products under the brand name 'Unistar’ 
is setting up a joint venture with Asea Brown 
Boveri (ABB). Accordingly, a state-of-the- 
art plant for the manufacture of extra high 
voltage cables is being set up at Satna in 
Madhya Pradesh. 

The company reported a net profit of 
Rs 2.9 crore for the half-year ended Sep¬ 
tember 30. which is a decline of Rs 3.07 
crore compared to the corresponding 
period. 

An expenditure of Rs 36 lakh was incurred 
by the Research and Development depart¬ 
ment in 1993-94. Applied research in cable 
and capacitator technology for product 
development, process improvement and 
import substitution was the area of focus. 
The company developed special cables for 
defence productions and electronics. Col¬ 
laborative research has been undertaken in 
hi-tech areas with IIT and BARC. 

SIYARAM SILK MILLS 

Rise in Exports 

Engaged in the production of yarn and 
readymade garments, Siyaram SUk Mills 
belongs to the Siyaram-Poddar group. The 
company has its manufacturing unit at 
Tarapur and Murbad in addition to its 
texiurising, twisting and dyeing units at 
Patalganga and Silvas** The produc ts arc 
marketed under the brandname 'Siyaram'. 
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Dec 

1994 

Dec 

1993 

March 

1994 

March 

1993 

March 

1994 

March 

1993 

March 

1994 

March 

1993 

March 

1994 

March 

1993 

1 Net sales 

111128 

68319 

13901 

13500 

15674 

14364 

12770 

11874 

18667 

11966 

2 Value at production 

113662 

66505 

14127 

13577 

15894 

14274 

12578 

11762 

18629 

12642 

3 Ocher Income 

777 

449 

319 

284 

(14 

176 

455 

350 

466 

533 

4 Total income 

116439 

66954 

14446 

13861 

16008 

14450 

13033 

12112 

19095 

1317$ 

5 Raw mnterieWrtore* end (pare* 
consumed 

31320 

16857 

8049 

8273 

9506 

8081 

3J21 

2954 

11017 

7480 

6 Ocher manufacturing expense* 

38067 

37427 

857 

. 871 

3599 

3566 

424? 

3652 

4975 

2968 

7 Remuneration to employee* 

8063 

5842 

769 

709 

338 

266 

421 

386 

105 

88 

8 Other expenses 

16427 

8931 

2262 

1669 

1393 

1321 

3666 

3182 

940 

1224 

9 Operating profit 

2360 

-2103 

2509 

2339 

1172 

1216 

1582 

1938 

2058 

1415 

10 Interest 

1381 

1429 

663 

889 

503 

543 

432 

551 

354 

361 

11 Grots profit 

11350 

4142 

1877 

1464 

778 

689 

1628 

1461 

1689 

1051 

12 Depreciation 

2177 

1476 

471 

443 

435 

388 

227 

904 

362 

245 

13 Profit before tax 

9373 

2666 

1404 

1017 

343 

301 

1398 

555 

1327 

806 

14 Tan provision 

4930 

1425 

808 

579 

70 

75 

230 

112 

US 

163 . 

IS Profit after tax 

4423 

1241 

596 

438 

273 

226 

1168 

443 

1212 

643 

16 Dividends 

1068 

545 

204 

133 

105 

81 

369 

266 

28,7 

184 

17 Retained profit 

3355 

696 

392 

305 

168 

145 

799 

177 

925 

459 

18 Paid-up capital • 

4552 

4100 

798 

534 

513 

366 

2465 

2462 

1399 

1261 

19 Reserves and surplus 

14608 

10460 

8530 

6361 

2285 

1604 

4662 

3866 

7475 

4878 

20 Long serai loans 

4002 

5088 

1049 

1868 

2256 

2362 

2519 

2127 

852 

1216 . 

21 Short term loans 

2281 

1838 

981 

2055 

3783 

3412 

832 

886 

1673 

974 

22 Of which bank borrowings 

1281 

*638 

8 

1388 

2994 

2716 

132 

843 

1473 

949 

23 Gross fund assets 

28078 

25348 

8985 

8700 

5128 

4826 

9484 

8713 

4337 

2869 

24 Accumulated depreciation 

14876 

13153 

4873 

4200 

2169 

1795 

6317 

£108 

773 

412 

23 Inventories . 

17005 

12081 

3009 

3207 

2443 

2216 

1825 

2294 

2410 

2500 

26 Total assets/liabilities 

52460 

41954 

13039 

13908 

10105 

9177 

12748 

11215 

13906 

9830 

27 Excise duty 

4957 

2427 

4190 

4006 

424 

401 

2883 

2678 

318 

287 

28 Gross value added 

31965 

19202 

3351 

3119 

1743 

1516 

2483 

2154 

1865 

1266 

29 Total foreign exchange income 

1565 

1529 

4 

4 

1194 

1042 

118 

0 

1891 

671 

30 Total foreign exchange outgo 

8919 

4588 

1425 

2281 

572 

758 

114 

171 

49 

10 

Key financial and performance ratio* 

31 Turnover ratio {sales to total assets) (“*.) 

211.8 

162.8 

106.6 

97.1 

153.1 

156.5 

100.2 

105.9 

134.2 

121.7 

32 Sale* to total net assets (%) 

436.8 

318.0 

122.4 

124.8 

177.4 

185.5 

121 9 

127.1 

163 8 

143.7 

33 Gross value added to grots fixed 
assets (%) 

113.8 

73.8 

37.3 

35.9 

34.0 

31.4 

262 

24.7 

43.0 

44.1 

34 Return on investment (gross profit 
to total assets) (%) 

220 

99 

14.4 

10.5 

7.7 

75 

12.8 

13.0 

* 12.1 

10.7 

33 Grots profit to sales (grots margin) (%) 

10.4 

6.1 

13.5 

10.8 

5.0 

4.8 

127 

12.3 

9.0 

18 

36 Operating profit to tales (%) 

2.3 

-3.1 

18.0 

17.3 

7.5 

85 

12.4 

16.3 

11.0 

11.8 

37 Profit before tax to sale* (%) 

84 

3.9 

10.1 

7.5 

2.2 

2.1 

10.9 

47 

7.1 

6.7 

38 Tax provision to profit befate tax (%) 

32.8 

53.5 

57.5 

56.9 

204 

24.9 

16.5 

20.2 

8.7 

302 

39 Profit sfter tax to act worth 
(mum on equity) {%) 

23.1 

8.5 

6.4 

6.4 

9.8 

11.5 

16.4 

7.0 

13.7 

I0J 

40 Dividend (*> 

25 00 

15.00 

30.00 

25.00 

24.00 

22.00 

1500 

12 JO 

22.00 

20.00 

41 Bsrniaf per share (Rs) 

9.72 

3.03 

7.47 

8.20 

5.32 

6.17 

4.74 

160 

8.66 

5-10 

42 Book value per share (Rs) 

43 ME ratio (based on latest sod 

42.1 

. 155 

103.9 

107.9 

*54.5 

53.8 

28.9 

25.7 

63.4 

48.7 

oorrespondiag last year's price) 

44 Debt-equity ratio (adjusted for 

0.0 

0.0 

0.0 

23.2 

12.2 

10.5 

14.0 

27.2 

7.0 

<l.« 

tt-vtoartna) (*) 

43 Short term bank borrowings to 

• 20.9 ' 

34.9 

12.6 

n.* 

80.6 

119.9 

35J 

33.6 

96 

I9J 

Mvantoriat («) 

7 J 

3.3 

0.3 

43.3 

122.6 

122.6 

72 

36.7 

61.1 

380 

46 Sundry creditors to sundry debtors (%) 

47 Total rmunsratkm to employee* 

. 143.4 

1S0.4 

13.2 

14.7 

22.7 

ytt 

53.0 

464 

J7J 

*59 

to gross vaiun added («) 

41 Total wtannrsrinn to emptoyces 

23.2 

30.4 

22.9 

22.7 

19.4 

17.5 

17.0 

17.9 

5.6 

7.0 

in vahaa Of production (») 

7.0 

8.8 

S.4 

12 

2.1 

1.9 

3,3 

3.3 

0.6 

0.7 

49 Gross Ifaiart aaaats formation (*) 

10.1 

- 

Ml 

IJ 

6.3 

29.1 

8.8 

8.3 

51.2 

25.7 

SO Qremth la hvstoriti (%) 

40.76 

- 

-6.17 

-16.42 

10.24 

184 

-2044 

001 

-360 

7397 




Though net sales were up by 9 per cent 
for 1993-94. operating profit fell by 3 per 
cent but net profit was up by 14 per cent 
Hie rise in non-operating profit coupled 
with a decrease in taxation and interest 
charges helped in pulling net profits up. The 
company allotted 7,33,862 PCD* to 
shareholders and stiff against which as per 
the terms of the rights issue 14.67,724 PCDs 
were converted into equity shares. To reduce 
the interest burden the company offered to 
buy back the non-convertible portion of the 
PCDs. Exports of the company were up by 
15 per cent while imports fell by 31 percent 
in the year. The company has been exporting 
fabrics and other textile products. Initially 
these were marketed in the neighbouring 
countries in west Asia. But recently the 
company has been making efforts to expmd 
its export network to European countries. A 
24 per cent dividend was declared for the 
year. 

Debt-equity ratio fell from 127 per cent 
in 1991-92 to 119 per cent in 1992-93 
and 80 per cent in 1993-94. While sales to 
total assets fell by 9 percentage points in 

1992- 93 and by I percentage point in 

1993- 94. sales to gross fixed,assets fell by 
45 percentage points in 1992-93 and rose 
by 8 percentage points in 1993-94. Earning 
per share fluctuated at Rs 5 in 1991-92, Rs 6 
in 1992-93 and Rs 5 in 1993-94. Remuner¬ 
ation to employyes rose by 2 percentage 
points for the year. Inventories grew by 9 
percentage points. Consumption of raw 
materials to value of production rose mar¬ 
ginally. Sundry creditors to current assets 
fell by 6 percentage points. 

In September 1993 8 Domier shuttleless 
looms were commissioned at the Tarapur 
plant. The company further finalised the 
purchase of 14 Donier shuttleless looms 
which were Installed in 1994. 

SHREE CEMENT 

Capacity Expansion 

Shrce Cement, the flagship company of tf»e 
PD-BG Bangur group, has done well in 
1993-94. Though net sales were up by 7 per 
cent (Rs 8.96 crore) and net profit by 163 
per cent (Rs 7.25 crore), operating profit was 
down by 18 per cent (Rs 3.56 crore). An 
increase in other income coupled with a 
substantial rise in non-operating profit and 
a Gill in depredation and interest charges all 
helped in pulling margins up. Earning per 
share rose to Rs 4 for 1993-94 against Rs 1 
in 1992-93. Exports were Rs 1.18 crore. The 
company exported 9385 MT of cement 
during the year and has an export order of 
22,935 MT in hand. An enhanced dividend 
of (5 per cent was declared for the year 
against 10 per cam last year. Thoughcapac- 
kyutiBtatiat an d plant o pe ra tions were better 
and effective, market prices remained de¬ 
pressed due to reducad offtake of cement by 


the government. Production of clinker in 
1993-94 was 838326 MT. Cement produc¬ 
tion was higher by 78,086 MT in the year. 

Debt-equity ratio of the company Cell by 
22 percentage pants in 1992-93 and rose 
by 2 percentage points in 1993-94. During 
the year Shrce Leasing and Industrial 
Finance was amalgamated with the com¬ 
pany and accordingly the company issued 
2,40,021 fully paid up equity shares to the 
members of the erstwhile company. Also, 
21,975 16 per cent unsecured redeemable 
non-convertible debentures of Rs 100 with 
equity warrants. Short-term bank borrow¬ 
ing* to inventories fell by 29 percentage 
points in the year. Consumption of raw 
materiali showed a rising tremf in the past 
three yean. Return on investment fell from 
29 per cent in 1991-92 to 13 per cent in 
1992-93 and 12 per cent in 1993-94. Net 
value added to value of production fell by 
9 percentage points in 1992-93 and then rose 
by 7 percentage points in 1993-94. Oper¬ 
ating profit declined in the past three yean 
from 102 per cent in 1991-92 to 89 percent 
in 1992-93 and 63 per cent in 1993-94. 

To meet the growing demand for cement, 
the company has plans to increase its capac¬ 
ity by 20 lakh tonnes in the next four yean, 
thus taking the total investment to approx¬ 
imately Rs 700 crore. The expansion plan 
has been divided into two phases. The first 
phase of one million tonnes has already 
commenced. The company is setting up a 
new plant at a distance of 40 km from its 
existing plant at Raas in Jodhpur district. In 
the second phase the capacity of the Raas 
plant is to be increased by one million 
tonnes thus taking the total capacity of the 
company to 2.6 million tonnes. 

An expenditure of Rs 8 lakh was incurred 
by the company on research and develop¬ 
ment Improving colour of cement, on line 
bag weighing system for cement bags, 
optimisation of raw mix using higher percen¬ 
tage of Assam coal to increase the life of 
mines were some of the activities during the 
year. 

RUCH1 SOYA INDUSTRIES 

Rise in Sales 

Ruchi Soya Industries, one of the major 
companies in the soya industry, has a market 
share of 50 per cent in texturised vegetable 
protein products (TVP) which is marketed 
under the brand ‘Nutreta’. Ruchi Soya also 
produces a whole range of soya products , 
ranging from refined soya oils to deoiled 
cakes to products of vanaspati and TVP. 

Net sales (Or 1993-94 were up by 56 per 
cent (Rs 67.01 crore), operating profit by 
45 par cent (Rs 6.43 crore) and net profit 
by M psr cant (Rs 5.69 crore). Though 
taxation Ml by 29 per cent, its effect was 
cmatisred by the Ml in other in com e and 
non-operating surplus, and inertaasi in 


depredation and I nterest charges. On 

export front the company Med weO w' 
export rising by Rs 1120 crore. An enha 
cod dividend of 22 per cant wae declan 
for the year against 20 per cent in the pr 
vious year. 

Debt-equity ratio fell from 30 per cent 
J 991-91 to 19 per cent in 1992-93, and 
per cent in 1993-94. Doing the year •; 
company issued 11,73.000 equity shares 
private placement basis to foreign Institi 
tional investors. Short-term borrowings 
by 27 percentage points in 1992-93 and ttx 
by 24 percentage points in 1993-94. Barnii 
per shoe was Rs 14 in 1991-92, Rs 5 
1992-93 and Rs 8 in 1993-94. Operatir 
profit to gross value added .fell marginal! 
for the year. Gross saving to grocs capH 
formation rose from 22 per cent in 1991- f 
to 27 per cent in 1992-93 and 67 per co 
in 1993-94. 

The company has set up a 100 per cet 
export-oriented unit of 1,500 MT per di 
capacity for the manufacture of protein foot 
with the technical know-how from tf 
Belgian S A Extraction Deamet. Comme 
dal production was due to start in Januai 
1993. It also intends to promote a whoil] 
owned subsidiary overseas. To part finant 
its new export-oriented venture it plans l 
raise funds by way of Euro issue/GDRs 1 
the extent of $ 40 million. 

The research and development departmei 
of the company worked to develop proce 
ses to manufacture textured soya protein an 
improve quality and productivity. 

DENA BANK 

Higher Earnings 

During the year ended March 1995 Der 
Bank has done well in its key businei 
parameters of profit, deposit mobilisatkx 
credit ex pans ion and nelated areas. The bank 
total deposits increased by Rs 870 crcx 
and net credit expanded by Rs 741 cron 
The business mix of the bank has thus it 
creased by Rs 1,611 crore. Expat cred 
grew steadily in 1994-95. Merchant ban! 
ing, one of the thrust areas In the proce 
of diversification of business, has bee 
doing well . The company obtainedmanda 
for 28 issues of which 14 public issues hi 
opened and were fully subscribed. It ah 
handled prqject appraisal for II issue 
underwrote 138 proposals, and acted as c 
managers fa 16 proposals and was bank* 
to the issue fa 140 issues. It Ins opem 
three hi-tech agricultural branches i 
Ahmedabad, Bangalore and hm Asotin 
asset recovery branch and a special SI 
branch in Bombay have been opened. Fw 
more of its branches were comptaatriso 
taking the total of computerised branches i 
eight h also pitas to open its first drtvi 
in ATM at its Juhu Vile Parte branch I 
Bombay. 
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tanning versus Market in 
eveloping Economies 

liscusslons in Honour of Late Amiya Dasgupta 

ranGfcMti 


he new (and emerging) coalition of vested, interests within the country 
ith dte owners (and supporters) of international finance capital is a 
ality that cannot be dismissed offhand So what is relevant in terms of 
tcio-economic organisation is not what is desirable, but what is 
rhieveable, which would be determined essentially by the form that the 
obilisation of the people is likely to take. 


4E Department of Economics of the 
wva Bharati recently commemorated the 
te Amiya Dasgupta. for long years, 
airman of the Sameeksha Trust, with a 
nee-day seminar-cum-culuiral feat over 
bniary 12-14. The topic of the seminar, 
tanning and the Market in the Context of 
sloping Countries'. was not only timely, 
r the concept of 'planning' is now in full 
treat in most countries of the world, the 
,ters and the discussions were so lively 
tough somewhat inconclusive) that it 
Mild appear to be desirable to continue 
e debate in a wider forum, through the 
Jumns of the EPW. 

The three-day intellectual fest was graced 
' a large number of luminaries in the 
'mains of economic theory and policy: and 
attempting to cover some of the papers 
d discussions presented in the seminar. 
ie must start with a caveat. There were 
rhaps loo many papers to permit a thread- 
re discussion of all the issues discussed 
the papers (and presented by the parti- 
wmts). Perhaps this is inevitable because 
is practice tends to promote a welcome 
velopmem; the presentation of research 
Jen by a large number of young eco- 
mists and statisticians, who tend to submit 
sir findings and conclusions on the basis 
the empirical studies conducted by them, 
it then, it is neither practicable nor even 
sirabie to cover all papers discussed in any 
minar. (This is not to belittle the value of 
etc papers; but a discussion in these 
!limns must necessarily centre around a 
sar, unambiguous theme, and strictly shun 
vying into the many labyrinths and by¬ 
tes that criss-cross the main theme.) 

Bcqnomt Thbost amo Social Chan® 

Tmory must relate to otyective socio- 
onomk condMont at any point of time; 
‘ economic theories (in the past) have 
tderf id reflect the epochal changes in 
ctetal organisation in econom i c matters 
m rime to rime. Indeed, that was one of 
;»umy cont ribu t io ns to economic thought 
the late Aariye Dasgupta. namely, to point 
how economic doctrines have changed 


over time in the context of the socio¬ 
politico-economic developments in the 
countries where economic doctrines have 
originated (vide. Epochs in Economic 
Theory. Basil Blackwell. Oxford. 1985, and 
Phases of Capitalism and Economic Theory, 
OUP. Delhi. 1983). 

The above broad theme was brilliantly put 
forward by S R Sen in his opening com¬ 
memorative address, wherein he brought out 
not only Dasgupta's qualities as a teacher 
and guide to several succeeding generations 
of Indian economists, but also his evolving 
ideas - starting with his PhD dissertation on 
the ‘conception of surplus in theoretical 
economics', through diverse contributions 
on planning and other policy issues, to the 
two epochal works in the mid-1980s to which 
reference has already been made. 

In a sense, thecommemorati ve address set 
the tone for the diverse presentations and 
discussions during the seminar. In his key¬ 
note address on the opening day, Amiya 
Bagchi traced the history of economic de¬ 
velopment (through industrialisation) in the 
developed countries of the world; European 
industrial development was greatly facilitat¬ 
ed by colonial exploitation through the 18th, 
19th and the first half of the 20th centuries. 
This possibility was not available to the less 
developed countries; and in fact, the new 
international economic order sought to be 
enforced by the developed countries today 
might have the effect of perpetuating the 
lack of industrial growth - and thereby the 
growth of productivity of labour - in the 
developing countries, because of wholly one¬ 
sided trading arrangements through the 
World Trade Organisation, tn a sense, thus, 
the free market economy currently advocat¬ 
ed sought to perpetuate the economic back¬ 
wardness of developing countries; and the 
story of growth under s imssn-fakrt system 
was not likely to be repeated for a large part 
of the worid population. That waf a lenon 
one ooute draw frim a reading of econorek 
history around the world. Amiya Bagchi 
mao (crcfreo o isc tvttuDK cvncocc rp* 
gtnhag the lack of Tnmrvtel-mwai' (in the 
Schumpeterian senaa) among Indue entre¬ 


preneurs generally - as compared to, say, 
their Karan counterparts - whereas, in the 
post-war period, the pitmen and bureau- 
ents in India have demonstrated much greater 
Schumpeterian innovativeness (e g. in Ibe 
matter of creation of capacity fat the man¬ 
ufacture of steel and fertilisers, much ahead 
of market demand, in fact, with a view to 
creating new demand, and thereby helping 
to spur economic development). 

This very definitive slam was significant¬ 
ly moderated by Amtan Dana's presidential 
address which followed. Dana drew a dis¬ 
tinction between the roles of the state and 
of the market. The state was the framework 
of modern societal organisation, which was 
supposed to provide security to the titueens 
of a country, maintain law and order, and 
facilitate the growth of production and trade 
(rather than take an active part in such 
activities). The market was an institution 
which was supposed to facilitate exchange 
between individuals for mutual benefit, h 
is in the above context that it was necessary 
to examine the role of planning vis-a-vis the 
market in developing countries. 

Capital Mobility ano State brresvEwraw 

On the main (heme, planning versus the 
market in the context of developing coun¬ 
tries. there were a number of papers, and 
discussions continued - in different contexts 
- over a number of sessions. But reference 
must first be made to a brilliant paper titled 
"The Plan versus the Market in the Contem¬ 
porary World’ by Prebhat Patnxik, a paper 
which unfortunately did not get discussed 
because of the inability of Patnaik to attend 
the seminar. Yet. if the debate on Ibis vital 
issue is to be continued (through the EPW 
and elsewhere), it seems to be es s ent i a l that 
at least 'he substance of PMnaik's logical 
presentation of issues be indicated briefly. 

Patnaik xtans «-■; Juhe demolition of ament 
ideas about a socialist marker system. He 
goes back to Dobb’s critique of Parclo- 
optimality in the framework of a Walrasian i 
equilibrium “which is relative to a given 
distribution of endowments" Tt* afficutty 
with the Dobb critique ts that it shares the 
classical theory premise that the Walrasian 
equilibrium does represent a stylised market 
system, with the further assumption that 
such a stylised market system may possibly 
realise itself in the form of a decentralised 
socialist market system. 

But the essence of the Wabanan eqnriib- 
riure is that ‘markets dear'. Under the 
capitalist system, m equilibrium is tome- 
bow reached by the pre v a lence of unem¬ 
ployment and the fear of the sack‘.but thee 
such a system becomes far removed from 
the typical Watamm eqwhbnum. la fact. 
h o w e vet.ev ea u a d w amcisttstsysseaLstnce 
socialism implies the existence of full 
e mp l oy ment, unless these » m aheroatn* 
basis tar imposing discipline on the 
workforce, a Watrauaa equibhriam with 
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individual optimisation would become 
impossible. 

Patnaik refers in this context to the Oscar 
Lange concept of the market as a computer- 
analogue ~ the planner, in fact taking on the 
rote of the market, through i reiterative trial 
and error process - and the market as an 
‘institution’ (wherein the profit motive is 
what induces investment, and where mar¬ 
kets clear only under ceftaincondstions such 
as the prevalence of unemployment). Patnai k 
concludes this part of his presentation with 
the remark that “the market as a social 
institution is altogether different from the 
Walrasian conceptualisation of if. 

The second limitation of the Dobb-type 
argument is that “any planning is realisti¬ 
cally done within a nation-state which exists 
within a certain international economy", and 
Patnaik concludes in that context that “the 
abstract comparison of a planned with a 
market-regime cannot really take us very 
faf. During the inter-war years, the inter¬ 
national economy was fragmented, and there 
was little free flow of capital. Today, with 
die free flow of international finance capital 
across borders, the operation of market forces 
implies the operation of global market forc¬ 
es. In this context, Patnai kurgues that shifts 
in productive capital across borders can have 
an income-raising effect in less developed 
countries only when direct foreign capital 
(DFf) inflows are intended to cater to the 
global market (white locating production 
activity in the developing countries). Patnaik 
argues that today much of international DPI 
consists of capital inflow into China (where 
.. substantial volume is contributed by ex¬ 
patriate Chinese); debt-equity swap deals in 
Latin America (which merely convert fig- 
ires of debt into figures of DPI); and finally, 
DR which comes in to meet elitist local 
narket needs. The amount of DR which 
xxnes in to take advantage of prevalent low 
vages (in developing countries) to meet 
jlobal market needs is essentially a very 
mall part of total DR inflows. At the same 
ime, “opening up the economy to market 
orces” implies essentially the opening up 
if the economy to the movements of inter- 
latkmal finance capital, of short-term funds 
or ‘hot money'). By postulating a number 
'alternati ve scenarios in this regard. Patnai k 
t m o rt al ra tes that "globalisation in the era 

financial mobility dooms economics like 
urs ... to a perennial state of low growth 
hich is the precise opposite of what the 
etebrators of globalisation claim”, and the 
eed for planting “arises not to much because 
rithin a given universe planning is superior 
; the market, but as a mechanism for 
tanging the uni verse of decision-making..." 
However, even if planning is absolutely 
isentiai in developing economies such as 
jus, Patnaik questions whether K is really 
amble in today’s context. Purposive “state 
Serventior p res u pposes a ’control area’ 
rer which the writ of the state cm in principle 
m. And if capital » highly mobile across 
mntricf, then H is difficult to visualise such 
‘control area’ “Punaik conclude* that this 
• 


may become possible only if “» political 
alliance of soda) forces having a decisive 
weight [can} be cobbled together ...which 
can back an alternative economic strategy... 
And secondly... if such an alliance... can... 
withstand the very powerful pressures un¬ 
leashed by the internationalisation of fi¬ 
nance in the direction of undermining any 
purposive national level praxis for develop¬ 
ment". The answer, therefore, goes back to 
the possibility of an alternative political 
base which can effectively opt for planning, 
which is a matter of political praxis. 

We have spent considerable space to 
summarise Prabhat Patnaik’s paper and to 
quote extensively from it because Patnaik’s 
paper, apart from being theoretically com¬ 
plete and precise, attempts to situate the 
problem of planning vis-a-vis the market in 
the context of present day developments «td 
the reality of the domestic and international 
forces behind the globalised market system 
that is currently in force today; and in a 
sense, the inconclusive debate at Santiniketan 
appears to get properly rounded off and 
summed up in Prabhat Pstnaik’s paper. (To 
that extent, perhaps the Patnaik paper and 
its contents shouldf ideally have been pre¬ 
sented in full; and hopefully the EPW would 
publish the full text of Patnaik’s paper.) The 
distinction between the Oscar Lange con¬ 
cept of planning - with the market as a 
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tant one. Bquafiy relevant it the gradually s 
changing character of the vary market sys- c 
tern, which has currently takan on vastly i 
different characteristics from those content- I 
plated in the framework of a Walrasian i 
equilibrium. 

Market as Resource Allocator 

This leads on to the very first paper pre¬ 
sented - and discussed - at the Dasgupta 
memorial seminar. In a paper tided ‘Plan¬ 
ning and Markets in Scooomic Develop¬ 
ment; An Exploration in Theoretical Con¬ 
structs’, Arun Ghosh questioned the thesis 
that the market it the best allocator of re¬ 
sources on two grounds. While conceding 
that the capitalist system, with its reliance 
on the market system, had led to enormous 
economic growth in some two centuries, 

Ghosh gave both theoretical reasons for and 
empirical evidence of the inevitably of the 
growth of unemployment in a capitalist 
framework. And. under modern .capitalism. 
both scale economies and market power led 
to the growth of oligopolies and internation¬ 
al cartels in most production sectors; and ■ 
together with the development of artificial I 
intelligence and bio-technology - and the I 
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of modem methods of production, the pot- 
»iWHty of developing countries catching up 
on tte devel o pment process in a world of 
unequal competition was really remote. 
International finance capita! focuses increas¬ 
ingly on speculative trade in assets (with a 
view fo making quick capital gains) rather 
than on tong-term investments for the ex¬ 
pansion of production and trade. Together 
with the new international order imposed 
through the incorporation of Intellectual 
Property Rights, freedom of capital move¬ 
ments, and of trade In services within the 
ambit of the trade regime (under the WTO), 
the supremacy of international finance cap¬ 
ital - which severely limits the role of 
domestic policy in the vital areas of mon¬ 
etary management and fiscal and interest 
rate policy - severely affects the capacity 
of developing countries to Increase their 
manufacturing capability and thereby in¬ 
crease their labour productivity. And. to the 
extent that the capitalist system must, of 
necessity, progress through the existence of 
substantial unemployment of the workforce, 
it cannotfaxiomuically) be deemed to make 
for an optimal allocation of resources. 

On the other hand, the experience of 
socialist planning in East Europe has brought 
out the Severe limitations of a system wherein 
a few individuals become responsible lor the 
planning’ of production (and distribution 
of the social output). Thus, both systems are 
found to be full of kinks and dangers; and 
the bask issue is how to evolve a via media 
which would avoid the defects of both. 

During the discussions. Ghosh indicated 
his own solutions (which in refrained from 
indicating in his paper). On well known - 
and well reasoned - grounds. Ghosh favoured 
the social ownership of infrastructure and 
ali key industries: the essential problem 
herein was the development of an appropri¬ 
ate institutional framework which would 
give the managements of such bodies total 
operational freedom combined with account¬ 
ability for performance, for which an elab¬ 
orate pattern of the rules of game had been 
set out by the Economic Administration 
Reforms Commission (under the late L K 
Jha) as far back as 1984. For the rest, in India 
particularly, with two-thirdsof the workforce 
engaged in agriculture and allied activities, 
Ghosh recommended total decentralisation 
and devolution of authority, with the plan¬ 
ning of 'watershed area development’ being 
the responsibility of local communities. 
Ghosh cited the example of China where, 
after 1953, the emphasis on rural develop¬ 
ment- and the total devolution of authority 
to local communities for bringing about 
such development - together with the focus 
of the central authorities on'the build-up of 
infrastructure and key industries, had led to 
phenomenal development of the Chinese 
economy, despite two cataclysmic (and 
devastating) changes by way of the Great 
Leap Forward (1958-6! > and the Cultural 
Revolution (1966-76). Ghosh's focus was 


on the distinctive rotes of central sad local 
wOa pfenning; and a concent for the‘matfcet 
orientation’ of investment could be incor¬ 
porated into the scheme of things for con¬ 
sumer products, so long a* state intervention 
for the build up of social and economic 
infrastructure and the provision of social 
security was part of the overall framework 
for investment planning. This does leave an 
enormous area of questionable compromise 

- especially in the context of the Patnaik 
thesis - hut that issue never got discussed 
in the seminar. 

Limitations of Investment Planning 

Two divergent viewpoints - one margin¬ 
ally and the other, more fundamentally - 
were presented by Mihir Rakshit and Mrinal 
Dana Choudhury. Rakshit regretted that 
planning in India had focused entirely on 
investment planning; and he demonstrated 
how that was inadequate. On the other band, 
under the liberalised economic framework 
adopted since July 1991 (in India), the 
authorities had virtually surrendered ali 
authority over both monetary and fiscal 
control. Rakshit, therefore, argued fora more 
co-ordinated and well though out system of 
planning of fiscal, monetary and (broad) 
investment planning, in lieu of the detailed 
investment planning that had characterised 
the Indian plan programme in the past. 

Mrinal Datta Choudhury put forward a 
highly logical defence of the market system 
.which provided the basis of what he de¬ 
scribed as the 'contestability' of ali invest¬ 
ment decisions. Planning - to the extent (hat 
all planning decisions were taken by a few 
planners - lacked the element of con¬ 
testability’. and it was this element of 
contestability which gave strength to the 
argument for total reliance on the market. 
Datta Choudhury obviously implied that 
any restraints on the market, such as may 
an sc because of the presence of oligopolies, 
should be done away with: and there were 
institutional and other mechanisms for 
giving effect to such a regime. 

Two other presentat ions of significance in 
the same area of discourse were made by 
A Vaidyanathan and Ramprasad Sengupta. 
Vaidyanathan concentrated his presentation 
on the limited area of what markets cannot 
achieve. He listed herein all infrastructure 

- with a long period of gestation - the use 
of all exhaustible resources (and in India, 
he gave the example of ‘oil’ and natural gas 
m this context), end the problem of protec¬ 
tion of the environment and ecology (which 
the free market system was typically likely 
to abuse). 

Ramprasad Sengpuu (who had presented 
a detailed paper on the subject, unlike 
Vaidyanathan who spoke extempore) made 
much the same points in relation to the need 
for planning for infrastructure deveiopment. 
Sengupta wove Ms ar g um e n ts around the 
dev e lopment of the transport sector, which 
was characterised by lumpy, long gestation 
divestments, the of increasing 

return* and therefore of natural monopo¬ 
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lies’; and of the institutional fra mew ork teat 
could be c o ntem plate d for die ma n a gement 
of such natural monopolie s . He referred in 
this context to the World Bank report (1994) 
on infrastructure, and indicated the possi¬ 
bilities of the 'unbuwtiing’ of some of the 
infrastructure services with a view to intro¬ 
ducing competition therein (through 
privatisation). 

Other papers bearing directly on the main 
theme, were presented by Aron Majumdar. 
Subrata Chakravany, Suntan Sarkar and 
Gobinda Mandat of Visva-Bharati Univer¬ 
sity and R M Chakravarti of Burdwan 
University. Majumdar referred to the pro¬ 
clivity of developing countries to fwasteful- 
ly) expend an Increasing part of their GDP 
on the procurement of armaments and de¬ 
fence equipment. He also harked back to 
Simon Kuznets’ analysis of the income 
differentiation among people that arises as 
a resiit! of economic development; and such 
income differentiation creates a division of 
the people within (he developing coomrics 
with an elitist minority calling all the policy 
shots. As a result, a mismatch between supply 
and demand and problems of excess capa¬ 
city commence, even as average productiv¬ 
ity and aggregate incomes remain low. 
Majumdar feh that it is for this reason that 
(he planning of resourcedistribution. output 
and consumption become essential in order 
to promote a socially desirable pattern of 
production. Since the experience of the 
erstwhile socialist countries in this regard 
has not been found «o be successful or viable 
in the long run, the question arises how best 
one can plan for development Since reli¬ 
ance on the bureaucracy (in a framework of 
planning) and wholly market det erm ined 
investments (in developing societies) were 
both found to suffer from infirmities, the 
remedy appeared to lie m planning in several 
tiers: at the village and block levels, at the 
district and state levels and at the central 
level 

Case of Ao«ictx.ti*£ 

The papers by Sarkar, Mondal and 
Chakravarti focused primarily on the prob¬ 
lem of agriculture. Sarkar referred to the 
agrarian market structure in India and de¬ 
veloped Amn Bhaduri’t well known expo¬ 
sition of the INdian scenario whe re "ifce 
small peasant usually sells when prices are 
tow and buys when prices are high (wfcichl 
runs quite contrary to textbook wisdom on 
price response end wrongly fedtetotat p i tietu 

of involuntary involvement m the market 
under the compulsion of indebtedness 
through c o n su mption loans” Sarksc. there¬ 
fore. emphasised the need for suae taterveo- 
tioo (io thvecte ways), are more particularly 
for the build up of infrastructure and the 
promoting of institutional changes (eg. 
through tee build up of co-operatives) h 
brief. Sarkar referred to the twwmenMe 
obstacles in the way of tee g rowth ofareaBy 
free and fair market system to ntnf India, 
a situation which prevails to most other 
developing countries, which points to the 
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need for sweeping institutional reform and strategy is evident from the mderisiveoess of all investment decisions, and Mhir 
infrastructural build-up before exposing (he regarding the role of planning and (he public Rakshit’s ptea for overall fiscal. monetary 

vast numbers of rural producers to a wholly sector in the new scenario... Can the privatg and overall Investment planning - rather 
imperfect market system. sector be expected to fill the gap in infra- than detailed investment planning such as 

Gobinda Mondai, an agronomist by pro- structure if the public sector withdraws?" undertaken in Inrfia-tberc was no consistent 

fession (who has retired from the Kalyani Since the seminar was not devoted to an or logical presentation of the superiority of 

Agricultural University) raised some basic examination of the success or otherwise of the market system vis-a-vii planning, for the 
issues missed out by economists, To quote the extant liberalisation policies, but de- development of underdeveloped countries 

from him: "The role of the market is sig- signed to discuss the role of planning vis- Nth' did Rakshit explain how overall invest- 

nificant when production is in a position to a-vis the market system, this leaves the basic ment planning can help to develop the 

generate a surplus. So long as food coveg^ % issue hanging in mid-air; and this is a little infrastructure. Amlan Dana’s exposition of 

a mqjor part of the Indian agricultural sector unfortunate because Bagchi’s was the only the divergent roles of the market and the 

and surplus or marketable food is only a written paper even remotely in favour of a state remained the only logical defence of 

small fraction of production... market chan- market-oriented development programme the superiority of the market to bring about 

nets provide little help either to the agrarian (Mrinal Datta having spoken extempore), development; it failed to take note of how 

economy or even to the urban economy..." What, then, does one make of the only the process can get started in a backward 
In fact, it is primarily this (subsistence) <written)critiquc-eventhoughapariia)onc economy. 

character of Indian agricultural production - of the planning process presented in the Perhaps one should refer to one more 
that explains the endemic poverty of the seminar? To the extent thatBagchi does not paper on a related though somewhat differ- 

Indian rural population, and this, inter alia, even refer to the Janos Komai thesis of the ent issue, by Nita Mitra and lihita 

negates the usefulness of reliance on the soft (open-ended) budget for public enter- Mukhopadhyay. titled ‘Gender Bias of 

market system to bring about any meaning- prises in a regime of state planning, and Marketisation’. This study, based on both 

ful change in the Indian economy. Mondai expresses doubts about the ability of the available secondary data as well as two case 

concluded that the efficiency goal of market private sector to provide the infrastructure studies, one in riot hit areas of Calcutta in 

economics is likely to neglect the specific required to set off the process of growth, 1992 and the other in two blocks in the 

needs and problems of firms/producers Bagchimaybcinfemcdtofavourtheproccss districts of South 24-Paraganas and 
working at low levels of efficiency: and ihc of planning. (The issue of Ihe success or Midnaporc. points, to certain important 

problem of raising their productivity cannot otherwiseofthe economic reform programme consequences of recent developments re- 

be resolved by the market system at all. and thus tar is irrelevant in this context.) lating to increasing reliance on the market 

requires conscious state intervention of Regrettably, other than Mrinal Datta system. Increased marketisation has led u> 
diverse types. Choudhury's fervent plea in favour of a the extension of informal sector activities. 

Chakravarti (of Burdwan»also referred to system which makes for the’contestability’ and for females, this has led to a pre- 

the role of planning vu-a-vis the Vn.irkci in 
the context of Indian agriculture Both have 
their respective domains, but in the agricul¬ 
ture sector in India, the market mechanism 
has a particularly limited role: and factors 
such as scientific research, creation of social 
overheads (roads, communications, irriga¬ 
tion, power supply, flood control and drain¬ 
age) as well as agricultural extension and 
education required state intervention and 
planning. 

In his paper on ‘Fiscal Policy and Plan¬ 
ning in India'. Amarcsh Bagchi traced the 
positive and negative aspects of fiscal policy 
since 1950-51. Fiscal policy was instrumen¬ 
tal in financing government expenditure on 
a large scale and enabling the public sector 
to expand its activities in a big way: the tax 
to GDP ratio went up from less than 7 per 
cent in 1950-51 to 17 per cent by the end 
of the 1980s. Fiscal policy also played a 
significant role in encouraging savings in 
the economy and in directing the flow of 
investment into areas which were accorded 
priority. However, fiscal policy failed dis¬ 
mally in the important task of generating 
more savings in (he public sector and a 
serious deficiency in public finance ha* been 
the widening gap between revenue and 
expenditure in public budgets which had 
serious consequences, fuelling inflation and 
spilling over to creating an imbalance in 
external payments Though full of interest¬ 
ing and focused data, Amartoh Bagchi’s 
paper was addressed in essence to the suc¬ 
cess of (be ooonomic reform programme 
launched after July 1991; and the ambiva¬ 
lence in the conclusions is evident from the 
statement that "absence of a coherent growth 



dominance of stereotyped female employ* 
meat in the tnfromal sector, with wage* (and 
income*) significantly below male wage* 
(and income*). Even in the formal sector, 
the result has been increased concentration 
of female workers in marginal activities 
rather than in better paid, male dominated 
jobs. 

Private Discussions 

A major feature of the three-day fest was 
the extensive private discussions and de¬ 
bates for which enormous possibilities are 
thrown up when a large number of academ¬ 
ics are thrown together in various guest 
houses; and the sylvan surroundings of 
Santiniketan added charm ui the thought- 
provoking discussions which took place 
during the pleasant evening hours. S R Sen 
provided, ro a large number of listeners, two 
important thoughts to carry home. Compar¬ 
ing Sir William Stcuart (1967) with Adam 
Smith (1776), he elaborated on the former's 
recommendation of vigorous state action to 
promote deveopmem - a visible' hand - as 
: against the invisible hand of market deter- 
| mined investments and production recom¬ 
mended by Adam Smith. Sen recalled (Irom 
memory) Stcuart’s recommendation that "if 
a thousand pounds are bestowed upon 
making a firework, a number of people arc 
thereby employed and gam a temporary 
livelihood. If the same sum is bcstowncd for 
making a canal tor watering the fields of a 
province, a like number of people may reap 
the same benefit. and hitherto accounts stand 
even, but the firework played off, what 
remains, but the smoke and stink of powder? 
Whereas the consequence of the canal is a 
perpetual fertility to a formerly barren land" 
ivide, James Stenart. Am Inquiry into the 
Principles oj Political Ecrmomy Benin an 
ffssay in the Science of Domestic Policy in 
Free Nations . Vol I, p 519. London). Sen 
added that while the visible hand of the 
bureaucrat is identifiable, and therefore the 
bureaucrat capable of being called to book 
in a democratic framework, the invisible 
hand of a monopolist in a market (domi¬ 
nated by the resource power of a few) is not 
similarly capable of being individually 
identified. Yet, the invisible hand' is not 
really that of an impersonal market, but 
the invisible hand of a few manipulators. 
This must remain a matter for concern tn 
all debates concerning the superiority ot 
the market vis-a-vir planning for deve¬ 
lopment, in a society which is yet to 
achieve a reasonable level of productivity 
of labour. 

Sen also pointed to the (utility of making 
unmerited comparisons between different 
countries and at the sarie time ignoring 
similar inter-temporal comparisons in the 
same country, e g, in India over the two 
periods (1901-1940 and I9SMV90. the 
formar undqr * laissez-faire system (doubt■» 
lets during % colonial era) and the latter 
under a regime of planning. 

The closing session of the three-day test 
was a valedictory address by Amlan Datta 


who, while reiterating Ms earlier exposition 
of the respective roles of the state and of 
the markets, indicated that in modem limes, 
the role of the state extends to the provision 
of social security. But. in an economy with 
Urge unemploy menUunderemptoyment and 
low productivity, the state does not have the 
resources to provide social security such as 
available in developed countries. It is for 
Indian economists to think of a way out of 
this dilemma. 

it is this concluding thought in (he final 
session that fell the otherwise highly stim¬ 
ulating debate during the three-day seminar 
somewhat inconclusive, because, in a sense, 
this is precisely the problem that succeeding 
generations of development economists have 
sought to resolve over the past 50 years, 
which is now under question by the 
ncoliheraJs. under pressure from interna¬ 
tional capital 

At the end of the valedictory session, at 
the request of the organisers. Alaknanda 
Patel gave a brief reminiscence of her late 
lather. Amtya Dasgupta. Warm, intimate 
and full ot anecdotes (all personal) of how 
he lived and worked, what he believed in. 
how simple his tastes and meticulous his 
attention to perfection - be it in gardening 
which was his hobby or in the quality of any 
work done by him or his wards - and finally, 
his open door for all students of economics, 
the reminiscences revealed how the late A 
K Dasgupta was not only an economist par 
excellence but essentially a very humane 
person. The prolonged applause by the entire 
audience reflected the total appreciation of 
the man Dasgupta 

What. then, can be said to have emerged 
Irom the lively seminar in honour of the laic 
A K Dasgupta? As emphasised by several 
participants who had been dose to the laic 
Arniya Dasgupta m the final decade of his 


life, he was getting to be increasingly con¬ 
cerned about the growing focus on a ‘coo- 
sumerist' culture; and it was his wish, if he 
had stayed physically alive - for he was 
mentally tu alert a* ever - to cobble together 
the elements of Gandhian thought in the 
context of India's economic problem*, and 
to examine how these ideas could be inter¬ 
twined with the complex web of human 
motivations, and the urge for economic 
advancement. 

Where these ideas would have led 
Dasgupta must remain an area of specula¬ 
tion. The point of rdevanoe tn Indian society 
today is the predominant influence of spec¬ 
ulative capital, and the steadily blurred focus 
of the Indian polity on two of the bask 
problems of Indian society : the provision of 
gainful employment at steadily increasing 
levels of productivity and incomes to all 
those who are prepared to work; and to 
secure the willing participation of the entire 
community to securing this goal 

But. as pointed out by Prabhat Patnaik (in 
this paper already referred to earlier), this 
requires (he cobbling together of a coalition 
of a range of political forces; for the new 
(and emerging) coalition of vested interests 
within the country with the owners (and 
supporters) of intr national finance capital 
is a reality that caw »h be dismissed offhand. 
What is relevant ■ nor what is desirable but 
what is achievahh And essentially, what is 
achievable would nc determined by the form 
that Ihcmobtlisan. i of the bulk of ih people 
of (his country is nkdy to lake. The last 
decade of the 20th century may or may no* 
witness an epochal change in Indian polit¬ 
ical mobilisation: but essentially, political 
mobilisation must precede any epochal 
change in societal organisation in this coun¬ 
try . From pure economics, we must go back 
to political economy. 
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COMMENTARY 


Environment and New Economic Policies 

AsfctakKothari 

The current overarching objective of the government to integrate India 
into the global market has meant that Indian natural resources are 
being made available to outside markets, the vast Indian middle class 
as a market is being opened up to foreign corporate sectors and natural 
resources, painstakingly conserved and sustainably utilised by Indian 
communities, are now up for grabs. 


TWO years back we started a review of the 
impact of the New Economic Policies (NEP) 
on India’s environment and on those 
communities which depend directly for tbeir 
subsistence and livelihood on die natural 
environment [Kotbari and Kotbari 1993; 
Kothari 1994]. It was shown that each of 
the major components of these policies 
were having a severe environmental (and 
consequently social) impact: 

(i) The drive towards an export-led model 
of growth was rapidly sacrificing natural 
resources to earn foreign exchange, as wax 
especially seen ih the fisheries and mining 
sectors; 

(ii) The move towards liberalisation had 
resulted in an atmosphere of a free-for-all, 
with industries increasingly ignoring 
environmental standards, and state govern¬ 
ments sacrificing natural habitats, including 
tbeir own wildlife protected areas, to make 
way for commercial enterprises: 

(iii) The directive to reduce government 
expenditure was resulting in cuts in xociai 
and environmental sectors. This was leading 
to a reduction in programmes for the con¬ 
servation and regeneration of natural 
resource*; 

(iv) Opening up of the economy was 
bringing in companies with a notorious track 
record on environment (including pesticide 
manufacturers who bad almost wound up in 
their parent countries), and wasteful 
consumer goods and toxics which were 
adding to die country's garbage Mid health 
problems. 

A brief review of the events during 
1994-95 shows that though there has been 
m increase in the allotments to social sectors 
in response to the widespread outcry against 
the earlier cuts, the trend of sacrificing 
natural habitats and resources for short¬ 
term gains, and of ignoring the daily 
survival needs of local rural communities, 
has continued unabated. There is in the 
new policies an over-arching objecli vc: to 
integrate India into the global markct.Thia 
means making available Indian natural 
resources to outride markets, and making 
available the vast Indian middle class, as 
a market, to outside companies. Natural 
resources, painstakingly c ow se rved and 


sustainably utilised by Indian communities, 
are now up lor grabs. 

Extorts: Sbxino Out Fnutti 

Heavy reliance is being placed on exports 
as a means to drive the economy forward. 
Not for one moment am I against a judicious 
policy of exporting what India has an 
abundance of. But a rational export policy 
would ensure that domestic supplies of the 
same products are not hijacked, that the 
exports do not cause domestic prices to 
skyrocket, that the resultant exploitation is 
ecologically sustainable, that the rights of 
local communities from whom resources »e 
being extracted arc respected, and that they 
control and benefit from the exports ax far 
as possible. Unfortunately, the current tlirust 
violates each of these principles. 

The clearest examples of this destructive 
thrust are in the case of fisheries and 
aquaculture, fkrricukurc. cash cropping, and 
mining. 1994 was marked by a series of 
massive protests by fisbcrfolk living along 
India's coasts. On February 4 and again on 
November 23. millions of fisberfolk struck 
work, refusing to engage in any fishing, fish 
landing, or fish selling. Their target of ire 
wax the Indian government's current throat 
towards opening out the country's fisheries 
to export-oriented, mechanised harvesting. 
They claimed that this thrust would devastate 
both the marine environment and small- 
scale fisbcrfolk’* livelihoods. 

Marine product exports rose by well over 
30 per cent from 1992-93 to 1993-94, 
increasing their share in the overall exports 
from 3.2 to 3.6 per cent. Exports of fish and 
fish products as a whole have risen from 
149,000 tonnes, valued at Rs 960 crore in 
1990-91, to 158,Q0(rto«ie, valued at Rs 
2452 crore in 1993-94. In (be same period 
(1991-94), tt2 companies were given 
clearance for joint (foreign and Indian) 
venture marine fisheries, using 255 deep sea 
fishing trawlers. 

Not surprisingly, joint ventures being 
allowed into India are ah export-onenied. 
According to FAO andotfcerdatt, fish catch 
in virtually the entire world is declining, 
with the exception of the Indian ocean. It 
uohviowthatibeni ajar fishing companies. 


and the rich fish-eating nations, ere eyeing 
our waters to satiate their large appetites. \ 
Unfortunately, hired by the foreign exchange : 
prospects, our government has given in to 
this unjustified and unsustainable demand. . 
Proponents of trawling claim that three 
ventures will he allowed to fish only indeep 
waters, where traditional fisberfolk do not 
go. But past experience has shown that 
trawler owners find it convenient Mid 
cheaper tofishcloaer to share. Also, trawler* 
arc often used in the fish-breeding season, 
during which time traditional fiahcTfolk 
usually give the seas a rest. The results, for 
India's marine ecosystem* and traditional 
fisberfolk. are already proving to be dis¬ 
astrous. Physical clashes between trawler 
owners and local fixherfolk are a common 
occurrence. It is not at all surprising that 
millions of fisberfolk are so stridently asking 
for a change in policy. 

Fixherfolk and farmers along the coast* 
will also he xcriouxly hit by the spate of new 
prawn and shrimp farming ventures which 
are being cleared. There has been a rapid 
expansion of such aquaculture, largely 
oriented to foreign demand for sea-food. 
Such fanning involves intensive management 
of coastal ecosystems, oriented to a single 
species: this invariably disrupts the delicate 
salinity balance ofcoastal areas, and reduces 
tbeir biodiversity. In many areas of the world 
(Thailand. Philippines. Taiwan. Ecuador), 
such fanning ban (eft marine deserts in its 
wake. Since large-scale operations stand¬ 
ardised inmeel stringent export requirement* 
are affordable mainly by big companies, 
benefits hardly go to small fisberfolk. 

The government of India has big plan* for 
aquaculture in the country. The head of the I 
Aqua Foundation of India. M Saktiuvnl. wa* 
recently quoted as prelecting • jump of 
shrimp exports from 70,000 tonnes at 
present to2.00.000tonnes by2000AD, and 
staling that “the world is looking to India 
to meet iu shrimp requirement*”. A World 
Bank funded project alone expect* to 
convert vast xtretebex of brackish water Me* 
along the coast into aquaculture firms; a 
recent estimate suggest* (hat about one 
million ha are suitable for such conversion. 
The promise is that this wilt provide 
employment to several million people, cause 
minimal environmental damage and no 
displacement, and of course earn the country 
immense foretgnexcfcaafc. However, studio 
of farm* which have been setup in tba Is* 
few years, for instance in the Nagai Quaid 
e-MUIeth district of Tamil Nadu, and ti* 
Sellars district of Andhra Pradesh. hav 
shown tirat serious pliflulioo problems hav 
been caus e d by prawn fanning, and that pc 
wtit of em. a qua cute a re has pro vide d let 
than half ibe employment that farmin 
pttvwwy aia. m iw t iici, enMMnm 







thqil i tinl) of jro tm dti M er hnktxken piece. 
m i l s a lin ity of the wat e r e n d of the soil* on 
land surrounding the aqua-farm*, ha* 
incteeaed significantly. Thieatt have bean 
reported to the biodiversity and livelihood 
icsouroe* of ecologically sensitive area* like 
the PulkaJ Lake (straddling AP and Tamil 
Nadu), by indiscriminate expansion of 
aquacuhwe. Similar experience* an being 
reported from other parti oflndia'acoaxtline 
|ace K G Kumar and S logkkar 'Plunder 
of the Depth*', Business India. August 15- 
28, 1994: Jacob DRaj and Daisy Dhannaraj 
'Aquaculture. A Boon or a Bane: Andhra 
Pradesh Experience', Prepare. Madras). 
Other ucctor* tlatod for major export -oriented 
production are floriculture and agro- 
products, including processed foods. 
Between 1992-93 and 1993-94. India’s agro¬ 
exports jumped from R* 7.430 cron to 
Rs 10,062 cere. Agriculture production 
oriented towards tbc export market can be 
extremely damaging to the environment and 
to the livelihood security of small fanners. 
Since 1991, 41 joint ventures for export- 
oriented flower production have heen 
approved: from a figure of 0.6 million US 
dollars in 1987-88, export bad already leaped 
to 4.8 million US dollars in 1992-93. 
Intensive floriculture can be ecologically 
destructive, given that production is highly 
dependent on the use of fertilisers, pesticides 
and other artificial inputs. It is also likely 
to push out the small farmer, who will not 
have the necessary resource* to invest, in 
favour of the large farmer and the private 
corporation. 

Minning is another major thrust area for 
investments, especially related to exports. 
1994 saw major changes in the National 
Mining Policy and amendments in the Mines 
and Minerals Development Act. primarily 
towards easing investments by die private 
sector, including foreign concerns. Im¬ 
mediately several companies have evinced 
interest. A subsidiary of an Australian 
consortium of mining firms, the Australia 
Indian Resource*, has applied for prospect¬ 
ing licences over a staggering 50.000 *q km 
in Andhra Pradesh. Karnataka, and Maha¬ 
rashtra. One of the world’s largest mining 
companies, the British RTZ Corporation 
Pic, has set up a subsidiary in India named 
Kecnbta Coal and Coke, and is scouting for 
joint ventures for iron ore mining in Orissa. 
There are just tips of tbc coming iceberg. 

The omcorn is that in the desire to cash 
in on the country's vast mineral resources, 
neither state government* nor private 
companie s are Ukaly to bother about such 
niceties as natural resource conservation and 
local community right* Mining, especially 
aurfacnmiaiag, is extremely devastating, as 
witnessed in the vast dea c rtacapc* created 
hi the iron ore belts of Goa. the limestone 
belts of R^wthan and Uttar Pradesh hills, 
the wmiheka of east India, endother area*. 
Aarm example of what ii to come. Orisaa's 


export earnings have risen by 36 par cant 
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topping the list of items axported; what is 
ignored is that thk has baen at the coat of 
large-scale deforestation and dispo s sess ion 
of lands from tribal communities. Evan rich 
wildlife habitats are being sacrificed by the 
same stale government which ooc c declared 
them protected; recently the Kudremukb 
Iron Ore company was given a new lease 
to prospect for iron-ore in the middle of the 
Kudrcmukh National Park, one of the few 
remaining evergreen forest patches in 
Karnataka. 

Nor does the argument, that multinational 
companies are able to do mining in a safer 
and less environmentally destructive way, 
hold much water. For instance. RTZ Cor¬ 
poration, has a global record of destruction 
and displacement which few others can 
equal: violation of indigenous people’s 
territorial rights in South America and Sotb- 
Eaxt Asia, encouraging a bitterly fought 
civil war in Papua New Guinea, furthering 
white rule in South Africa. A company like 
this should not be touched with a barge pole 
by the Indian government; but then, forex 
speak* much mare powerfully in its current 
mindset then does environmental sustain¬ 
ability and human rights. 

With the acceptance of GATT by the 
Indian government, the above trends can 
only imenrify.ThcGATTsecretariat projects 
that the major boost in international trade 
by this treaty will be in the sectors of textiles, 
sgriculturc/fore stry/fisheries. and processed 
foods/beverages. In its official Economic 
Survey for 1994-95, the government has 
gleefully reported that these are the precise 
sectors in which “India’s existing and 
potential export competitiveness lies’*, and 
that they could cam the country an extra 2.7 
to 7 billion US dollars per annum. The 
commercial stakes are_ycry high, and 
competitiveness can be greatly increased by 
ignoring the cost* of environmental con¬ 
servation and social security measures 
needed to achieve sustanability in pro¬ 
duction in these sectors. 

Also pushing the unsustainable thrust 
towards export-oriented exploitation willbc 
India's continuing debt-repayment burden. 
The burden is expected to he about 13 billion 
US dollars in 1995-96. and (he government 
has clearly stated that a healthy balance of 
payments situation can only be achieved 
with greatly increased exports. The finer 
print reads: “no matter at what coat". 

A Rw-r*-Aix 

The thrust towards export* has been 
accompanied by a cor res p o nding relaxation 
of various controls which were earlier 
meroteedoverihe industrial and commercial 
sector. Once again, no-one ia arguing that 
buraaucratK controls should not ba relaxed. 
Ho we v er , ah imhisfcial countries of the world 
have gooc through a ptoens* of tightening 


envir o n m e nt a l standards nad controls over 
indurtrial and development projects,for the 
simple reason that project authori ties and 
corporate houses an (heir own have not 
shown environmental and social respon¬ 
sibility. In India, there is a reverse process 

going on, that of loosening, in policy or in 
practice, the en v ir o nm ental safeguards so 
painstakingly built op over the 1980*. 
Bureaucratic red-tapism was an inappro¬ 
priate bathwater for the environmental 
safeguard baby; what the new economic 
policies are doing is to throw out the baby 
with the bathwater. 

There are several examples of due. apart 
from the changes in the mining policy and 
law. mentioned above. In the 1993-94 
Budget the government announced a five- 
year tax holiday for new industries being set 
up in industrially backward areas; this has 
now been extended to all backward areas by 
the department of revenue. Since mchveas 
are defined primarily from the narrow 
economic point of view, almost invariably 
they are areas where the last vestiges of 
natural habitats and traditional cultures 
remain. The government is still viewing 
relatively non-monetised, non-oommercia- 
li»cd livelihoods (such as traditional organic 
fanning. «nall-scale fishing, psstorslis®. 
and village industries), as ‘backward’, not 
realising (or not wanting to accept the fact) 
that these arc in fact the most sustainable 
ways of living on earth, and not thinking 
of ways to encourage and eohancr these 
livelihoods to meet the challenges of 
modernity. And so in large pats of the 
country which have so far been free from 
the suicidal path of indiums) develo p men t 
(Kutcto. Ladakh. Andtrniaaardl.skriwdwrep 
Islands. Bsstsr..). industries are being given 
a red-carpet welcome by the new policies. 
With virtually no monitoring by official 
environmental agencies in these 'remote’ 
area* and with weak local NGO p r esen ce, 
this process is inevitably going to lend to 
ecological devastation and social disruption 
on a massive seek. 

A sample of the industrial policy reforms 
which some states have announced, as found 
in the Economic Survey 1994-95. give* a 
taste of things to come: 

- Haryana has set up high powered 

investment*. NR1 projects, and 100 per 
cent export-oriented projects: it ha* also 
announced that all projects wiB be cleared 
through the Stale PoButionGtartrolBoasd 
within IS day* 

- Kerala has in tr od uced a gme dpwMt 
ir f nt wT to expedite ctetexi 

- Puajab ha* co n sutu red a oa—utree to 
provide land ’off the she IT and is 
formulating apot icy to i— a w cH wmtas 
within 34 hours of the auhmwmtm of a 
propoaaL 

- RajaadMn hMntnpref 155 SSI iahtnin 
from obtasmagahfo Obj e ction Cat tific t re 
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fromtbeStsteControlBowd, and reduced 
the number of industries to be inspected 
under (be Factories Act from 15 to 3. 
In each of these cases, it is clear that the 
state governments attach no importance to 
toccriticalenvironment&l appraisal process 
which industries must go through: it is 
impossible for such an appraisal to be done 
within 15 days (Haiyana). much less within 
24 hours (Punjab), not to mention on the 
spot' (Haryana)I The whittling down of the 
list of industries requiring pollution 
clearances and Factories Act inspection 
(which includes the plant's working 
environment and state of maintenance), by 
Rajasthan, is even more chilling. 

A specific alarming example of industrial 
deregulation is (he automobile industry. The 
Economic Survey 1994-95 boasts that 
“delicensing of the automobile industry has 
led to a boom in investment in automobile 
components and plans for producing new 
cars": it notes that many of the biggest 
international names in the field are entering 
into joint ventures, including General Motors. 
Peugeot, Mercedes, Daewoo, and Rovers: it 
also records the following jumps in vehi¬ 
cular sales over the period 1993-94: 20 per 
cent for cars. 30 per cent for jeeps, 25 per 
cent for commercial vehicles. 18 per cent 
for two-wheelers, and 41 per cent for three- 
wheelers. Already Indian cities are amongst 
the most polluted in the world, with severe 
health impacts on their residents. While 
undoubtedly many of the new vehicles will 
be less polluting than the existing Indian 
models, the sheer jump in numbers will lead 
to an increase in aggregate pollution levels. 
This is very evident in Delhi, for instance, 
where the last fewyeare have seen a quantum 
jump in pollution levels, caused primarily 
by the90,000 new vehicles which get added 
to its streets every year. 

Apart from the threat posed by liberalisa¬ 
tion to our air and water there is a direct 
attack on land resources also. As noted above, 
Punjab is ready to sell land ‘off the shelf. 
There is increasingly talk of relaxing toe 
Land Ceiling Acta for rural and urban areas, 
to make way for the massive landholdings 
which industry and commercial fanning or 
floriculture will require. Not only prime 
agricultural land, but also pastures and 
wetlands, which are critical for biodiversity 
conservation and for poor local com¬ 
munities, are likely to fall victim to this 
trqnd. The process also flies in the face of 
the government'soft-repeated and obvious- 
y hollow claim of being concerned with 
increasing social and ecoomic equity. 

One rather alarming example of this is the 
,proposal to lease forest lands to industries, 
far growing raw materials. Ostensibly to 
reduce the presxurc of industries cm natural 
forests this mover* being severely criticised 
on a number of counts: in places, good forest 
ureas may be leased out in the guise of 
degraded forest lands, and the depend enc e 


of local poor people (especially pastorslists) 
on degraded lands and grasslands wit) be 
denied if these lands are leased to industry. 
Astonishingly, environment minister Kamal 
Nath defended the move by saying that state 
governments were not fully able to protect 
forest lands, and that private companies 
may be able to do this better! Alternative 
suggestions regarding farm forestry to meet 
industrial demands ha ve so far been ignored 
bytbcministry.Itis indeed sad that toe veiy 
ministry which should be resisting ami 
moderating toe new economic forces is capi¬ 
tulating to unjustified industrial demands. 

Liberalisation of imports has also led to 
dangerous trends. Last year we repotted the 
enormous influx of consumer goods and toe 
consequent rise in waste materials going 
intoour water and soils. Plastics are just one 
example of this. Now, evidence has surfaced 
that the situation is far worse: India is 
becoming the dumping ground for a whole 
range of toxic wastes from the industrial 
countries, much as has happened to many 
other tropical countries in the past Pepsi 
Cola Company, welcomed with folded hands 
by toe government, is reported to be exporting 
some 45.000 tonnes of plastic waste into 
India. Greenpeace International reports that 
an Indian company. Future Industries of 
Tamil Nadu, has imported 10,000 metric 
tonnes of plastic waste since 1992. This is 
for recycling, but Future has admitted (hat 
30-40 per cent of this cannot be re-used. In 
the first half of 1994,5 million kg of metal 
wastes were imported from Asutralia: 
between 1992 and 1993, imports of lead 
acid battery wastes from (be same country 


increased nearly threo-rfoldftoaa 1 J&0OO 
kg to 3,46,000 kg. In October 19W, a 
delegation of Australim official* was to 
come to India to negotiate more such trade 
ammgements; fortunately, ck>e to widespread 
public protest, the tour was cancelled. The 
ministry of en viroomentbas now repeatedly 
taken a strong view against such import*, 
but ithas been sidelined by other government 
departments, including thh department of 
chemicals and petrochemicals, and by 
sections in industry, including the ship- 
breaking and small-scale plastics industry. 
Alt that has happened is that a committee 
hax been appointed to suggest conditions 
under which the import can be allowed. 

Another indication of the eagerness of toe 
Indian government to please foreign investors 
and major Indian industries is the alacrity 
with which it has proposed an intellectual 
property rights (IPR) system for new plant 
varieties. Under GATT, India is obliged to 
introduce a sui generis IPR system for 
plants: however, it has a five-year grace 
period in which to do so. and there is no 
written obligation to follow any existing 
model of IPR legislation. However, under 
pressure from seed companies who want 
monopolistic rights to the varieties they 
produce, the agriculture ministry ha* net 
only already drafted a Plant Varieties Act. 
but more or less modelled it after toe 
International Convention for toe Protection 
of New Varieties of Plants (UPOV). The 
UPOV Convention has recently been 
amended to almost eliminate sections 
guaranteeing farmers' and researchers' 
exemptions from being subject to IPR 
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Ah, Though ib. Indian draft bM 
indoM flneg sactionaon fxnncr*’ and 
leaaarebers’ rights. iU* feared that thaw win 
not stay for long; it ia probably a matter of 
unse before the Indian government succumbs 
10 fee intense pressure from the internitional 
seed industry, which ciutcd the dilution of 
these aspects at the UPOV Convention. 

Once wo are on the road to accepting 
private IHh on life forma, there is no way 
we will be able to resist the global Bend to 
make each IPRa more and more mooo- 
poliatic. affecting both farmera and the crop 
genetic diversity which they have developed 
and continue to depend on. India could 
well have adapted a eyatem of protection 
which gavecommon/puhlic right* to planta. 
which obliged breed era to publicly ahare 
their inventiona while asauring them 
financially adequate and aocially acceptable 
return*, which emphaaiaed diversity rather 
than uniformity in the uac of crops. and 
which uaed public good rather than private 
profit aa the major incentive for creativity 
(a* baa ao far been done in the public sector 
seed development programme). But Cargill 
and imperial Chemical* Industries (ICI) 
and W R Grace would not have liked that, 
so K waa not to he. 

Economic Stmvfev and Envwonmrnt 

For the second year now. the official 
Economic Survey of the government of 
India haa included a section on environ¬ 
ment. Aa was tbc case last year, this lime 
tooilia an insignificant component, totalling 
a mere three out of 167 pagex. Again tike 
laat time, it ia tucked away in the chapter 
on 'Infrastructure', treated like an irritating 
aside. 

There ia obviously qo understanding 
amongst the country's economic planners, 
of tbc cross-cutting significance of the 
environment. The fact that all human 
(including economic) activity ia ultimately 
baaed on four elements - land, water, air and 
biological resources - and that therefore 
economic activity must be mindful of tbc 
sustainability of these elements, seems to 
continue to elude Manmohan Singh and co. 
If the government was serious about 
sustainable development (aa grandly 
proclaimed by Narasimha Rao at the Earth 
Summit in Rio in 1992). it would at the very 
lent analyse the two-way relationship 
between environment and development as 
it unfolds every yesr. snd then take corrcc live 
measures. 

There is t» evidence of this in the £twtcwue 

Survey. The auction on environment gives 
a general picture of the dismal situation 
regarding forests, land and water and 
pollution, and then lists a few step* (bat the 
government is taking to tackle these. Itdoe* 
not link the year’s major economic 
deve l opmen ts wife this situation; itdoct not, 
far instance, analyte whether fee impact of 
them fe rerto pmen te was detrimental or 


* 

correct!ve.Ncrdocs it do fe e re ve rse: sasly sc 
fee implications of fee environmental 
situation for ftthire economic development 
ia India, 

This failure i i all tbc more glaring because 
fee facts presented in this brief section all 
point to fee need to drastically review the 
economic policies of fee country. Perhaps 
this is why no analysis is presented, for if 
dooe honestly, fee government would have 
to admit that fee environmental crisis is an 
outcome of these very policies. The Survey 
admits, for instance, feat: 

- industrialisation has put severe pressure 
on natural resources; 

- 90 per cent of water in 241 Class II cities 
is polluted; 

- 54 per cent of the urban and 97 per cent 
of the rural population do not have 
sanitation facilities; 

- mangrove forests on ourcoasts are under 
great threa tdue tooil spillages from ships 
and coastal refineries, discharge of 
industrial effluents, etc. 

Yet. it fails to state that tbc economic 
activities of the past year (or for that matter 
of the 1990s as a whole) have only served 
to put f urther pressure, cause more pollution, 
destroy more mangroves; and on the other 
hand, the drastically increased budgets that 
would be required to tackle the pollution and 
sanitation and other problem* have not been 
forthcoming. It does not draw the logical 
conclusion from the data presented; that 
mechanised trawling, large-scale aqua¬ 
culture. intensive cash cropping, mining, 
indiscriminate industrial growth in ecolo¬ 
gically sensitive ('backward') zone*, and 
other activities which are now being pro¬ 
moted, must be halted and alternative forms 
of economic activity sought which do not 
cause irreversible ecological damage. It 
hlilhely talks of the government's strategy 
of conserving natural resources, preventing 
and controlling pollution, conducting prior 
environmental impact assessment*, and 
involving people in afforestation, but does 
not show bow tbc past year's policies and 
programmes have actually managed to 
achieve these steps, or indeed how the next 
year's policies and programmes will do so. 

To give a specific example of the failure 
to logically diagnose its own data, the Survey 
mentions that stress needs to be given to 
integrated pest management (1PM). which 
emphasises a mix of pest control methods, 
minimising the use of hazardous pesticides; 
yet m the same breath.estimate* that pesticide 
use has increased from 68,000 tonnes in 
1992-93 to 83,000 tonnes in 1993-94. 
Though it claims feat 3,000 extension 
worker* have been trained in IPM techniques 
for cotton and rice, no policy statement k 
made that there will bean attempt to gradually 
replace pesticide use by OM or otter safer 
method*. More generally on agriculture, fee 
5amy stato* feat there isa ls s y a efi kuhed 
agenda of agrarian reform. special support 


programmes far small farmers...”, but fail* 
to analyse bow fee thrust towards agro¬ 
product experts, floriculture, and aquaculture 
is likely to affect this agenda. Nor does it 
anywhere mention fee need to take fee path 
towards sustainable agriculture, which would 
involve getting away from fee green 
revolution model towards fanning which 
uses minimal chemicals, indigenously 
produced seeds, locally harvestable water 
and soil/raouture conservation measures 
Integrated watershed development and 
conservation schemes are mentioned in 
passing, but the Survey does not show how. 
if stall, fee policies and programme* being 
pursued actually encourage these schemes. 

The government ha* grandly declared, in 
its Economic Survey 1994-93. feat fee 
country’s basic goals are “growth, equity, 
self-reliance, and modernisation. ." and 
"sustained improvement in the living 
standard of people of India, especially the 
poor”. While there is plenty of evidence feat 
the goals of growth and modcroistion are 
being vigorously followed, those of equity 
and self-reliance are quite obviously being 
sacrificed at fee altar of short-teim and 
narrow-visioned material growth. NSS 
household consumption data suggest feat in 
fee first two years of reforms, fee 'upper* 
30 per cent of population increased their 
share of fee nation’s economic pie at fee cost 
of fee remaining 70 per cent; this increase 
in inequality is perhaps even more 
pronounced if one takes intoaccount fee fact 
feat many non-marketed goods and service* 
(c g. fresh water, free fodder, medicinal 
plants, etc) are increasingly being snatched 
from the poortocommon. iai i* for fee benefit 
of fee rich. To talk of sustained improve¬ 
ment* in the lot of fee country’s poor is a 
mockery , when tbc policies are only serving 
to exploit fee natural resource* on which 
these poor are dependent, in order to enrich 
fee trawler owner, the large farmer, fee big 
Indian industrialist and fee multmatioiial 
company, fee contractor, fee mine-owner, 
and of course the politician* and bureaucrats 
who get their share of fee economic p«e. The 
poor will undoubtedly get some crumbs 
falling feeir way. but that would be apathetic 
form of equity, sustainability, and self- 
reliance indeed. 

ftwu’t Rbssctancb larasm 

It it nouny caae feat all investmeat* being 
made as a result of fee new economic 
policies, by foreign or Indian rnmpanire. 
are environmentally destructive. Several 
investment* kn pollution control techno¬ 
logies, non-conventional and nshewatfe 
energy sou r ces , recycling, and roan, ms 
likely to be made. Bar hastanoe, pro pos als 
for fee generation of450MW by wMilnas 
and solar plants arc pm sn fl y under con¬ 
sideration. But even a cursory gianc* at 
industrial treads dearly shows feat reveat- 
mcats on returnable and coawm tfcm- 
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orientedproject* are inxigoificont compared 
to what in going into re*ourc*-cxploitative, 
polluting, land-grabbing, inequitous projects. 
This is not surprising, given that quick 
money is easier to make from the latter (hut 
from the former and that those who stand 
to gain from sbort-tenn exploitation of 
natural resources are the ones who are 
dictating the decisions on economic policies 
and programmes. If forest-dwellers, village 
womea.margittalfarmcrs,tribalsand nomads, 
small-scale fisherfolk. and other such 
ecosystem-dcpcndcntpeople were taking the 
decisions, we would have a very different 
structural adjustment process taking place. 

There are, indeed, signs that this may not 
be a dream. People’s mass resistance to the 
new policies and programmes has signi¬ 
ficantly increased, and is ha ving some effect 
not only on individual projects but on the 
policies themselves. Most widespread was 
the agitation of traditional fisherfolk. with 
two nationwide strikes against the deep-sea 
fishing policy. Apart from gaining an 
impressive following amongst fishing 
communities, (he agitation, and some hard 
questioning from members of parliament 
during a heated debate on the subject, led 
the government of India announcing a 
review of this policy. 

Sporadic successes elsewhere also 
signalled hope. Sustained apposition by 
villagers and activists continued to stall 
work on the Du Font-Thapar Nylon plant in 
Goa; the agitation reached a head in early 
1995 when a young boy was killed in police 
firing during a demonstration against the 
plant, and villagers in retaliation burnt 
structures on the plant premises. Du Pont 
announced that it may considcran alternative 
site in India. In Gujarat, the high court ordered 
a stay on the denotification of the Narayan 
Sarovar Sanctuary, which had been illegally 
done by the atate government in 1993 to 
make a way for a cement factory. It is not 
clear howlongthisorder will remain in place 
given the intense pressure of the industrial 
lobby to clear the project, but at least en¬ 
vironmentalists have woo some time to gather 
force. In Orissa, a mix of environmental and 
political opposition has continued to stall 
the dcnotification of Balukhand Sanctuary 
(proposed by the Biju Patnaik government 
to make way for a hotel complex), as also 
of the Bhittarkanika Sanctuary (home to the 
world s largest congregation of the en¬ 
dangered Olive ridicy sea turtle, and 
threatened by trawling, fiahing jetties, and 
roads). International group* like the Man¬ 
grove Action Project jotncxl in the protest 
and announced that they would press for a 
boycott of shrimp and prawns produced in 
such destructive manner. Greenpeace Inter¬ 
national has joined Indian groups jn 
demaadhtgahah to toxic waatetmqwrtsfwjji 
industrial countries to India. Innovative 
protest* against the ridiculous proposal to 
import 7-10 million tomes of cattle duttg 

i 


from Holland (impregnated with che m ical 
feedstock), including the dumping of 50 
tonnes of 'swadeshi' dung by formers out¬ 
side IbeLokSebha. led to the proposal being 
rejected. And though the widespread 
opposition to GATT did not stop the Indian 
government from entering into the treaty, 
considerable groundwork to subvert its 
implementation appears to have been done 
[Toxic Waste Trade:A Primer. Public Interest 
Research Group, 1994], 

These successes are at best temporary, 
helping to buy time. The most pressing 
need is for environmentalists, sock! acti¬ 
vists. and sensitive academics to work out 
an alternative strategy for the economic 
renewal of the country, a strategy which is 
socially and environmentally sensitive and 
sustainable. Elements of such a strategy are 
present in the widespread mass movements 
built around natural resource conflicts, and 
in the various alternative energy, agricultural 
and industrial projects which are success¬ 


fully being raefy rttirom group*ial a 
handfbl of government officials actor* the 
country. But unless those efemont* can be 
bound together into a comprehensive 
conceptual and practical alternative, the 
powerful farce* unleashed by Matunohan 
Singh and the IMF will continue in lead the 
country aver the brink of survival. 

(This article is dedicated to Nilesh Naik, age 2.t. 
killed in police firing in January 1999. during an 
agitation against the Thnpar-Du Pant Nylon 
factory proposed to be set up in Gea. The factory 
remains stalled doe to popular local resistance.) 
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Hi^i Cost (rf Foreign Capital 
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The economic and social costs of reliance on multinational corporations 
for investment and growth are too high and are the cause of the 
growing popular unrest, social tensions and political instability. This 
underscores the shortsightedness of the opposition parties in not taking 
a forthright stand on the issue and in fact adopting policies and 
postures in the states where they are in power which smack of 
competing to attract foreign capital. 


THE rote of multinational corporations snd 
the open door policy towards them adopted 
by the government u an essential ingredient 
of the new economic policy have lately 
become subjects of intense debate in the 
opposition parties, including CPI(M) and 
BJP. The issue figured prominently in the 
recently held congress of the CPI(M) and 
the meeting of the national policy-nuking 
body of BJP. In the midst of the debacles 
suffered by the ruling party in the assembly 
elections, the government has found solace 
in the claim of a ‘national consensus' in 
favour of its economic policies because 
some sute governments too have joined the 
chorus for foreign investment and have 
entered intocompetilion for attracting foreign 
capital. 

The dubious merits of the government’s 
claim notwithstanding, it is a fact that the 
opposition parties arc not taking a clear 
stand in respect of foreign investment and 
the role of multinational corporations. In the 
process they are laying themselves open to 
jibes, in particular by the finance minister. 
Whether or not this will help the Congress 
to retrieve its political-electoral position 
will be seen in due course. But questions 
are bound to be raised increasingly sharply 
in the coming days and months in all the 
parties and among their cadres. The 
opposition parties will find themselves on 
a weak wicket if they do not take a forthright 
stand. 

The opposition parties, especially their 
leaden tunning state governments, sod the 
opposition fronts which aw in the process 
of being set up for the Lok Sabha elections 
appear to find it convenient to take 
‘pragmatic’ positions on the rote of foreign 
capital.Joat as the Congress Party has found 
it necessary to 'repackage' its' ‘refomT 

is'Xs©Mcarting W however, ia that the 
opptaitiM parties we revealing a lack of 
confidence In the electorate which has so 
Impraaaivet y i nj ected the Rao gov ernm ent's 
pro-rich policies, including policies in 
favour of foreign capital and multinational 
corporations. The perception sod verdict of 
the alocmte ha ve been dear on the score 


and the opposition parties and their leaders 
must, for their own sake, appreciate the 
sentiments of the popular masses. It will not 
really do them any good if they equivocate 
on the fundamental issues involved in the 
effort for self-reliant aocio-ecoaomic 
development against dependence on foreign 
crutches. Objecting to muhinabooal cor¬ 
porations only in the consumer goods sector 
for the protection of Indira industry from 
unequal competition is to obfuscate the real 
issue. The talk of multinational eotporetions 
bringing in technology for dev elo p m e n t 
and modernisation of the economy is mis¬ 
leading. Such talk reflects a search for non¬ 
existent soft options for socio-economic 
development of countries such as India 
which have been the victims of colonial and 
neo-coiont a! exploitation of their people and 
resources. 

The so-called economic ref o r m progr am me 
for the Indian economy was, after all, 
launched as part of the globalisation process 
to ensure free entry of multinational 
corporations into the economies of the thud 
world. This is crucial to ensure the h egemon y 
of die developed countries led by the US in 
the world order in economic as weU aa 
social, cultural and political sp he res . The 
rules for global business have been so tuned 
as to undemuae the sovereign rightsofination 
states and autonomous development of the 
national economics of the developing coun¬ 
tries, The national lews of these countries 
concerning business activity, labour and 
consumers are required to be adjusted to 
subserve the interests of the maltinarioanl 
corporations. The bargaining power of these 
corporations is being systematically enlrat 
cod at tbe coot of trade unions and consumer 
organisations. Even as there is fierce com¬ 
petition among the MNCs rad trade wars 
among the derotoped countries, to griaftf 
opportunities in world trade for developing 

The flow of foreign capital to India <a 
clearly mana ged by traaenational cor¬ 
porations for tek own ante Then has bam 
much tak of hOtione of data* af such 
capital gpant i 1 If thn gmwrammn Her 
hreettinratin amide variety of grafstm. But 


actual foreign in v es tmen t so fir bee bean 
small and whet has beat done on thrgpnmd 
by MNCs for ta pi r m entati on of p roje cts , 
except some short-gestation, high-profit 
ventures, has been na infa aa t . The entry of 
foreign capital hat come ia ways rad terns 
calculated to eatarge and U wn g ten dm 
control of MNCs on existing productive 
capacities by increasing foreign equity in 
companies already operated by these or by 
take-oven sad mergers of ladtim companies. 

The move reporte dl y initiated by the prime 
minister’s office (PMO) to allow payment 
of royalty on supply of technology by 
foreign companies to their own subsidfarks 
in India is a noteworthy d e ve l opment in the 

have impressed even some left pnfitirisni. 

mOOUl l oQimi mOOPml ffll UOnPWi gggg(gm - 
m sophisticated tecfmolpgy forfjhe moderni¬ 
sation of the Indta economy. Tte tnnite 
of technology will be entirely an iatrrasl 
affair of the MNCs and their Indian 
subshfiaties and transfer of technology to 
Indian interests, both ia the public and private 
sectors, will be rated out Transfer of 
technology to the develop ia g co u n tri e s and 
its horizontal spread in the economies.of 
these countries do not form pan of globa¬ 
lisation. The much taBcetf-about eura ulon 
of the large Indira market for leaf Writ 
investment of foreign capital doeaaot also 
impress the MNCs. Foreign investors cm in 
fact often be seen to be aaore sensitive fora 
our own* cynical and corrupt pohticlraa. 

nt pnwpK taf 

to the mass, poverty and the concomitant 
tociri nd p o fi i jc d vKHtidHiiM 

forming formidable bankers to profit- 
making opportunities in IwSa on a long¬ 
term basis. They tend, therefore, to bo vurjr 
selective in their in rea l me a t derisjonesshich 
are influenced by priorities not oolydUteaat 




gestation infrastructural project* has been 
no mote than $ 600 million, much of it in 
quick profit anas. The inflow of hot money 
for speculative gains from trading on the 
stock markets appeared to be impressive to 
begin with, but already its outflow has 
assumed disturbing dimensions so that the 
net inflow of even portfolio investment is 
estimated to have been only about a billion 
dollars so far. 

Totally facile, indeeddecepti ve, has turned 
out to be the claim that once responsibility 
for the development of industry and the 
material infrastructure is passed from the 
‘inefficient’ public sector to the ‘efficient’ 
private enterprise, Indian and foreign, 
economic growth will pick up even as the 
government’s financial resources are re¬ 
leased for investment in education, health 
and other social sectors as well as in anti- 
poverty programmes. It is no longer pos¬ 
sible to hide the fact that while public 
investment has been drastically cut after the 
launching of the structural adjustment 
programme, overall investment in the 
economy has remained subdued. Foreign 
investment has gone into selected areas 
where large investments are not needed and 
the returns are large and quick. Investment 
in long gestation infrastructure projects hats 
lagged behind even as multinatiorfal 
corporations have bargained for specially 
risk-free and lucrative terms. 

The government has given special 
concessions, incentives and guarantees to 
multinational corporations which by their 
nature are ‘perverse incentives*, as even the 
World Development Report of the World 
Bank admits, for inefficiencies in investment 
decisions and priorities. The multinational 
corporations have managed to secure extra¬ 
ordinary imnmmty from commercial risks, 
"his is whit the GAT" treaty and the Multi¬ 
national Investment G„ otantee arrangements 
sponsored by die World Bank and a host of 
tilaterai treaties are all about. Multinational 
mrporadons have been assured, by and large, 
up to 100 per cent equity ownership of their 
Mojects in India. They may, if they find it 
xx i venient and advantageous, offer a pan 
if the equity to the ‘general public' in India 
o cover their local currency costs. They will' 
Ming technologies to extract high profits 
rom the exploitation of India’s natural 
Moure*, labour and consumers and will 
wt be required to transfer thek technologies 

Indian hands to be adapted and further 
evdoped. The initiative on product mix, 
echbotogy use and marketing will rest 
ntirely with the foreign investor. Except for 
handful of highly skilled professionals and 
small segment of what may be called the 
foour aristocracy in the direct employment 
f multinational corporations, the mats of 
k working people are bound to face 
wi n king job opportunities. Except for $ 
tin crust oftfcc affluent at the top of the 
>dety who may partake of the joys of 


consumerism with Incomes to command 
access to high priced goods and services, 
either imported or produced in India by 
multinational corporations, the mass of the 
Indian people, including even the lower 
middle classes, are bound to be priced out 
of the market Since gainful employment 
opportunities will be limited by foreign 
investment linked lo capital-intensive, 
labour-displacing technologies, a large 
number of workers in the large-scale 
organised sect on of the economy are already 


being rewncMd,U# t» what fee so^aBpd 
‘exit policy' lor labour which the trans¬ 
national corporat io ns are taatstiagon is all 
about. The workers p u s h e d out of nrg S nl ia d 
industry are bound to swell the ranks of the 
unemployed or be pushed into low-income 
parrial emp lo yment The economic and sodsl 
cost* of reliance on muWnstiorixI corpora¬ 
tions for investment and growth are too Mgh 
and are the cause of the growing popular 
unrest, social tensions and political 
instability. 
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Jtkeovers by Employees 
RespmisetoPriyatisatloiiinPaklstai) 

uu* K Bfcawnstk 

tccexsfid initiatives of workers' takeovers in Pakistan indicate a way 
: maintaining employment as well as productivity in the face of 
•awing threat of privatisation. 


kKICTAN embarked on an aggressive 
ognaune of nationalisation in the early 
70s. During this period, industries in the 
re sector, commercial banks, insurance 
mpanies and financial institutions were 
ought under state control. Alongside, the 
ivemment set up new industries in the 
ritward areas where private capital had 
en reluctant to enter. The objective of this 
ogramme was to decrease the concent rat ion 
wealth in the hands of a few which the 
rlier policy of free enterprise had 
counged, and thereby decrease social and 
onotnic inequalities. It was understood 
J the growth of the state sector would 
courage an even spread of industries in 
fferent pans of the country, especially in 
; industrially backward areas where the 
ivate sector was unwilling to enter. This 
xoach was similar to the one articulated 
India’s Second Five-Year Plan. 
Regrettably, the public sector in Pakistan 
U not able to live up to its expectations 
\ as in India, suffered heavy losses. Out 
the 113 public sector units in 1990. 82 
ffere d h e a vy losses while 33 of them made 
r or marginal profits. The accumulated 
isesofthe public sector till 1989-90totalled 
i 2.19 billion by Pakistani currency 
pd ands. I n thesame year Pakistan People's 
rty (PPP) led by Benazir Bhutto was elected 
power and launched privatising of the 
die sector immediately. Initially. 14 units 
:re identified for privatisation. The 
vemment however could not carry out its 
ins since it collapsed before any concrete 
» could be taken. 

h (990 a new government was formed 
the Islami Jamhoori fttehad (III) with 
waz Sharif as prime minister. Hit 
vemment adopted a more aggressive policy 
xivatiurion. It set up the Privatisation 
s wnu sa i o n in January 1991 with a federal 
nister as Its chairperson. The prime 
nitter look personal interest in ensuring 
t the process was hastened. Sixty-nine 
te-ownod industrial and commercial units 
re sold to the private sector. It is estimated 
around 60,000 permanent workers lost 
ir jobs. The prerent g o vern m ent of PPP 
ihttteisl f tedthe privatisation process even 
tbar. Betides affecting all the sute-owned 
retrial and commercial units, the private 
not will new oner railways, power, 
rawunriiathins, energy ami transport 
*on.Thfft|lttsni trada-uniooaesiimiic 


that soother 2.40,000 workers will lose their 
jobs as a result of the government's policies. 

Trade-Unions’ Rsstonse 

Though govern menu in Pakistan have 
changed thrice since 1969, the policy on 
privatisation has been unaffected by these 
changes. This indicates that there is no basic 
difference in the approaches of the two nutjor 
political forces in the country. Hence, there 
is no concerted opposition to the present 
government’s anti-public sector approach 
from political parties in the country. 
Therefore, it is left to the trade-unions to 
organise this opposition. Major Pakistani 
trade-unions have come together on a common 
platform known as Joint Labour Front (JLF) 
to oppose the government’s policies and 
safeguard the interests of workers. Thti move 
is significant because, even though the 
unions' opposition has not slowed down the 
privatisation process, they have managed to 
prevent the government from changing the 
existing labour laws. The managements of 
privatised industries have been brazenly 
violating labour laws and pressing the 
government to make the existing laws more 
liberal in areas relating to security of employ- 
mem. lay-offs, compensation to workers, 
etc. The JLF has managed to stall these moves 

The JLF has taken a major step of 
promoting workers buy-outs of the public 
sector industries. A few industries have been 
taken over by the wtxters.lt has been possible 
because of the JLFs pressure to change 
federal laws regarding provident fund and 
gratuity fund of the workers. Under the 
privatisation scheme the Privatisation 
Commission invites sealed bids for purchase 
of government-held shares in the companies 
to be privatised. Employees of the company 
can also bid for the shares under the 
Employees' Share Option Plan (ESOP), 
provided they act not as individuals but a 
group. The employees are not given any 
special facilities or loans for this purpose but 
they can use their provident and gratuity 
funds ss guarantees for raising loans from 
bwrits.T>i^ have toporapesewah other grou; is 
of private entrepreneurs for buying shares 
md have to ensure that their tad is the kigliea. 

The pr o ble ms of workers buy-outs w 
Pakistan were dhcusaod m a wor k shop hefcj 
in Kathmandu on April4-3,1995 which was 
attended by trad e un io n ists and researchers 
from Pfotstaa. India and Nepal The work¬ 


shop was organised by the Pakistan Larorme 
for Labour Education and Research (PfLER) 
which works in dose coflaboratioa with trade- 
union in Pakistan. The institute has played 
a significant rote in promoting and laser co¬ 
ordinating workers buy-outs. The institute 
of Social Studies. The Hague, coSabonted 
in organising the workshop. The cases dis¬ 
cussed provide interesting insights for other 
countries in the region, especially Indis where 
such ventures are in existence. Two such 
cates are discussed below. 

Mrjlat Tractors 

Mills! Tractors Limited (MTL) is the 
largest tractor manufacturing company m 
Pakistan. The management of the company 
was transferred to its employees on Jamtaiy 
30, 1992 after they bought 31 per cent of 
the company’s shares. The company has 
been manufacturing tractors and other 
equipment for its princi pa ls in UK, China, 
Italy and Prance using around 83 per ceat 
indigenous components. One of its larger 
selling brand is Massey Ferguson whose 
market share is around 60 per cent. 

MTL was known as Rana Tractors and 
Equipment Limited when it was founded in 
I %4. The company was nationalised to 1972 
and renamed at MTL. At that time the 
company was mainly assembling tractors 
from imported kits. After 1982the company 
started to progressively incorporate 
indigenous pans and it present less titan 15 
per cent rtf I he pans used are imported, 
though the quality of its products has 
remained unchanged. This is borne by the 
fact that MTL has held its fort despite 
competition from imported tractors. Since 
1992. after the takeover, the company has 
diversified its products. Apart from its range 
of tractors, it is now manufactuinggeaerator 
sets, fork-lift trucks and prime movers. It has 
developed a combined harvester which will 
be in the market soon. The profitability of 
the company has improved considerably and 
in 1994 it earned its highest pre-tax profits. 

Process ofTajcbovhi 

When the government decided to privatise 
MTL a section of its employees wider the 
leadership of the company’s msatgfng 
director decided to explore the possibilities 
of a buy-out under ESOP The main features 
of the scheme, including rstuag of foods, 
was c i rcul ate d to aft em ploye es through a 
letter. Moat of the crep to yact agreed to 
su pport die Tc h ttw and d eci de d that foods 
lor pmrhaaiag the shares could be rai s e d 
through beak loans by pledging their 
provident mid gratuity foods. The taosaiafog 
amount could be covered from die cash 
centribotiows of the employees. The 
employees formed a group caBed MIL 
Employees Group. Prior to nwitiag the bid. 
the group fo rmed a coosmosee with foe 
managing director as fits coordinator So 
examine foe fioanciat, iegri and teaattoa 
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aspects of the company and prepare plan for 
the future. The committee was also »Me to 
convince the company’s foreign principals 
and the banks of the feasibility of its plan. 
In order to ensure that theirs was the highest 
bid, the group had to quote an abnormally 
high rate of Rs 107.86 per share (valued at 
Rs 10) whereas the market rate was around 
Rs 85. There were four other private 
companies which participated in the bidding 
but the price offered by MTL Employees 
Group was the highest. Accordingly, die 
Privatisation Commission issued the Letter 
in Intent to the group on October 24,1991. 

Around 40 per cent of the amount for 
buying the shares was raised by the 
e mp loyees themselves and the remaining 60 
per cent came from bank loans. The 
management of the company was handed 
over to the Employees Group on January 30, 
1992 and the government-nominated 
directors were replaced by directors from 
among the employees. The board at present 
comprises nine directors of whom seven are 
elected by the employees while the financial 
institutions and other shareholders have one 
director each. The government-controlled 
financial institutions hold 23 per cent of the 
shares while 26 per cent is held by other 
shareholders through the stock exchange. 
Five of the seven employee directors are 
nominated by the banks as 60 per cent of 
the shares bought by the employees are 
pledged with the banks. Once the loans are 
repaid it trill be possible to have all seven 


employee directors electe d , Of the 51 per 
cent shares held by die employees 30 par. 
cent are held by workers sad 70 per cent 
by the executives. 

The company had altogether 830 
employees at the time of takeover, one-third 
of whom were executives. The feasibility 
report prepared by the Employees Group 
prior to the takeover underlined the need for 
reducing the number of employees. Soon 
after takeover the company offered the 
‘golden handshake’ to employees who 
wished to leave. Nearly 250 employees 
accepted the offer. The company paid them 
arotmd six crore rupees. Most of those opdag 
for the golden handshake had opposed the 
employees takeover. The company had two 
trade-unions, and all those opting for the 
golden handshake were membere of one of 
these unions. Thus, after their departure only 
one union remained. The total number of 
employees in 1994 was 553 of whom 383 
were workers and 170 were executives. 

The company has made rapid progress 
after the buy-out. The attitudes of the workers 
and the executives towards work changed. 
There was a greater feeling of participation 
as both workers and executives had invested 
their own resources in buying the company 
besides pledging their funds. The union also 
played a positive role in motivating the, 
workers. Labour productivity increased and 
there was a sharp increase in output. For 
instance, seven months prior to the buy-out 
the company manufactured only 2,000 


tractors which area much hate# Id average 
cutput As a resuh k iacuned-t kw of fanr 
cf of g neve*. Howe v er . Wkhta four maothi 
oftbetakeovsrprodqctkm in creas e d to4.700 
tractors, wiping out the ear li er toss. The 
board of directors Wen now able to tike 
independent decisions as it was freed of 
bureaucratic controls. It did not need die 
concurrence of the various government 
departments before taking or implementing 
decisions. The diversification of the 
company’s products to gener at or sets, fork¬ 
lift trucks, prime movers and combined 
harvesters illustrate the progress. 

Moreover, MTL ha* been Instrumental in 
promoting mother employee buy-out Its 
board of directors took the decision to 
collaborate with the employees of Boian 
Castings Limited, which manufactures 
castings for the automobile industry, in 
acquiring 51 per cent of the company’s shares. 

Sind Alkalis 

Sind Alkalis Limited (SAL) is one of the 
major manufacturers of soda ash and sodium 
bicarbonate in Pakistan. Its main competitas 
in the domestic market is the multinational 
Imperial Chemical Industries. SAL was 
formerly known as Indus Chemicals and 
AlkalisLimitedand was nationalised in 1972. 
The government which controlled 37 per 
cent shares was die largest shareholder. These 
shares were put up for sale in 1992 under 
(he privatisation programme. The employees 
bought these shares after bidding for than 
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gtJU MlTpir ibtra (mew Him tao tiroes the 
per value). As in the cat* of MTL, the 
emptoyaes paid 40 per cent of the value from 
their owa resource* cad the remaining 60 
percent waa paid through bank toons against 
their provident and gratuity Audi. The 
management controi of the company was 
transferred in October 1992 when five 
government-nominated directors were 
replaced by the employees’ representatives. 
The board of directors comprises nine 
membenofwhom four represent die financial 
institution* and other shareholders. 

The iden of the buy-out was mooted a year 
before the takeover. The company had only 
one union representing all workers and it 
played a major role in developing the lcbernc. 
The employees formed a group known as 
Sind Alkalis Employees Management Croup 
which would buy (he shares on behalf of the 
employees. Around 98 per cent of (he 750 
employees joined the group. The financial 
plans and feasibility reports were prepared 
on the basis of which the group was able 
to get the backing of the banks for financing 
its endeavour. 

The company has made significant 
progress after the takeover. It is now operating 
at more than 95 per cent capacity and its 
profits have increased. After deducting the 
tax, its profit for 1994 shows an increase of 
67 per cent over that of 1990. Moreover, the 
market value of its shares have risen by over 
100 per cent during the two years of the 
takeover. Its assets during the same period 
have increased by 33 per cent. Another 
important feature is the maintenance of 
employment level by the company even 
though the feasibility reports prepared by 
financial consultants stressed the need for 
a reduction in the workforce in order to 
increase profits. There is a slight reduction 
in the labour forcebur this is due to retirement. 
There have been no layoffs because one of 
the objective* of the buy-out was u> secure 
employment. This is significant since all 
cases of privatisation have resulted in layoffs, 
sometimes as high as 30 per cent of the 
workforce. The company decided to expand 
its production by 50 per cent by 1997 in 
order to absorb its surplus labour. 

Changes m Dbomon-Majong 

The rite in productivity and profits it 
iarpety due to the increased involvement of 
the employees in all stages of decision- 
making. The pubik sector management was 
highly bureaucratic with decisions being 
made at the top, in most cases by the 
hur ean um in dm aaiafanry. After the buy¬ 
out new structure* wot created to ensure 
that all section* of (he employees p a rt i ci pat e d 
in tbg decision-making process. As 
mentioned earlier, the board of directors has 
five representatives of the employees. At 
ptOeaent twe of them are nominated by the 
antaa and three ate from the ma nagem en t . 
The managing director it from this group. 
The company has formed the internal 


Msrtsgamnnt fiend {IMBj.atwenty-ntesBbcr 
' body svitheq u a l r epresentation from workers 
andexecutive*. the union, which is so ejected 

Owjf llOeUWmCm[HCwOntOi rBpTBiMiMWVSe 

to the (MB. The m^jor functions of the IMB 
include evaluating the performance of the 
company and approval of ail major issues 
before presenting them to the bond of 
directors. There is also thegeneral assembly, 
comprising ail employee shareholder* which 
meets often to discus* major issues. In 
addition, the board of directors has set up 
a number of committees and subcommittees 
comprising workers and executives on 
various aspects of production and welfare. 
In this way the company has tried to involve 
the maximum number of employees in 
different aspects of decision-making. 

Future of Emfloyb Buy-Outs 

The most positive aspect of employee 
buy-outs in Pakistan is the support they have 
of the trade-unions. This aspect needs to be 
highlighted as some countries in South Asia 
have opted for privatisation of the public 
sector. Sri Lanka and Pakistan have been in 
the forefront in this respect. Though India 
is yet to follow this policy in the same 
aggressive manner, there is every indication 
that this will happen soon. The government 
has been off-loading public sector company 
shares in the market and of late has even 
invited non-resident Indians and foreign 
financial institutions to participate in the 
bidding. But what is significant in Pakistan's 
case is that the trade-unions have tried to 
explore alternative forms of management 
besides opposing the government’s 
privatisation policy. This strategy needs to 
be stressed because while it is important to 
defend the role of the public sector in 
developing countries, it is equally important 
to protect employment and production. In 
the broader social context these are the two 
basic objectives of industry, though for 
private capital profit would be the main 
motivating force. Hence, if social interests 
are to be protected, it is necessary for trade- 
unions toexplore different means of ensuring 
production while protecting employment. In 
this context, the policy of Sind Alkalis in 
expanding production to absorb its surplus 
labour instead of laying them off is a 
significant example of how the objectives 
of employee-nm enterprises are radically 
different from those of private capital. Millat 
Tractors had to resort to the goiden handshake 
maMybeceureagouporitscmptoyeei wanted 
to leave. At the same time this company was 
instrumental in promoting another buy-ouL 

Another important point about the bay- 
oots is that they have been initiated solely 
through the initiatives of the employees.The 
government has neither encouraged their 
formation nor kes it given any oowccssions. 
These enterpriaes ere in fact treaeed on per 
with any other prtveae enterpr is e s . Thus, 
they have ao depend on the em p lo yee s 
coram Kre ea tf ot twh a re riv al and axparaiwn. 


This, in a way, has helped them become 
more independent end aggressively 
competitive rir-o-vir the private sector. At 
the same time, the em pl oy e es require inputs 
in training and orientation to meet new 
challenges. Labour institutes such as FILER 
have tried to provide these. As mentioned 
earlier, FILER is pitying a major role in 
promoting and co-ordinating these 
endeavours. Besides training and orienting 
workers and managers. PfLER organised a 
wotkshop-cum-exposure programme at the 
famous Mondragon worker coop eratives in 
the Basque region of Spam. The participants 
were wtirkere, trade-unionists and managers 
of these companies. By observing the 
management of these successful co-operative 
enterprises in Spain, the participants were 
able to introduce new type* of demo cr atic 
structures in their enterpriaes 

Rhevance roc India 

India, too, has a number of enterprises 
owned by workers. Calcutta has around 20 
small and medium scale industries which are 
run as worker co-operatives. Apart from 
these, there are nearly half a dozen companies 
which have been handed overto their workers 
through the Boatdof Industrial and financial 
Reconstruction (BIFR) under the Sick 
Industries (Special Provisions) Act. There 
include Kamani Tubes Limited, Kamani 
Metals and Alloys. New Central Jure Mills 
and Hess Watch Manufacturing Compreiy 
The government has given some support in 
flirting these venturer The Industrial Policy 
Statement of the government also makes 
mention of promoting worker oo-operatives 
to turn around sick units. 

The major difference between the cares 
in India and Pakistan is that where a s m India 
worker takeovers occur when industries 
become sick, m Pakistan drey have occurred 
in case of well-i jncuoning industries. 
Therefore, while in India worker takeovers 
ate resorted to when an industry doses down 
or is on the verge of closure, in Pakistan 
employee buy-outs are used to prevent the 
private capital from taking over industries. 
In this context, it would be relevant re 
examine the possibilities of wor ke r ta k eover 
of healthy industries in ladta. After afl if the 
government and the B SPf think that woeken 
are capable of turning around tick i a d aatries . 
why can they not be capable of sanaaging 
the heakby ones'? Betides, ia the curat anri- 
pubhc sector a tm o sph ere created by tire 
government, it may be relevant hr srane 
un io ns hi the public sector to cmreldar tilt 
possibilities ofesupioyeebuy-outi or re tsaat 
mrirethatapanoftire thaws which are being 
off-loaded should tie given to grange «f 
wortccn. There means wM be autre effective 
in defending tire public sector against 
privatisation. 
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Against the Common Enemy 
Nazidom and German Corporate Capital 


Frederic F CJainBoat 


Without the financial research and industrial muscle wedded to the 
international marketing capabilities of German Big Capital, the Nazi 
war machine would never have been bom. But the decartelisation and 
de-Nazification begun after the German surrender in 1945 were stopped 
in their tracks by US foreign policy abetted by the most vocal 
protagonists of US corporate capital Hitlers could come and go, but 
corporate capitalism and its leaders were the natural defenders of an 
inviolable social order that had always stood against the resurgent 
forces of international subversion. For Hitler's corporate paymasters, it 
was crime without punishment. 


A thouuqd years will pass and the guilt of 
Nazi Germany will not be erased. 

- Han« ftmnk. Governor General of Poland 
before he was hanged at Nuremberg 

AT 15.00 hours on Wednesday May9,1945. 
General de Gaulle declared: “La guerre est 
gagnee. C'est la Victoria des Nat ions 
Uniesetc'est la Victoria de la France. 
L’ennemi aliemand vient de capittder de- 
vantlesarmeesallietsdel’Ouestetde l "Est" 
Le Monde May 9,1945] (The war is won. 
It is the victory of the United Nations and 
the victory of France. The German enemy 
has surrendered to the allied armies of east 
and west) In the magnificent glory of that 
moment this terse utterance signalled the 
end of the most cruel and devastating of all 
wars, unleashed by the most tyrannical of 
tyrannies. At that instant were irrevocably 
shattered: the invincibility of the Nazi war 
machine and the doctrine of the Hertenvolk. 
Never had any nation been so decisively 
round into fragments, its cities gutted, its 
peoples stricken, overwhelmed by the 
apocalypse of defeat. Twelve years after its 
ignoble parturition, solitary, humiliated, un¬ 
mounted, abandoned by its erstwhile 
friends, the Nazi monster was bulldozed 
contemptuously into the rubbish heap of 
history. 

A young, overwrought and exhausted, 
Canadian nurse in Aix la Chapelic, taking 
rare of wounded German POWs that were 
itream ng in to the military hospitalinendiess 
xofuakm, exploded in the moment of ap- 
salHog desperation: “Why inhetldoesHilter 
md his bunch of bastards not throw in the 
x»ge”, she bitterly asked a wounded 
jeratan general, “and call a halt to the 
laughter of your god damn war that you’ve 
toady Joat"? The profouadest, to moat 
’fltHm but still to most humane of ques- 
oos. The answer was tot to Nazi killers, 
ad to German people who were their 
aitobiled accomplices until to bitter cad, 
ad chosen dc H b cn tety the trajectory of 
aif-destr u c ti ort The killing would go OR, 
M from Stabngrad lo*Cacn to HemnvoMt 
we on the tan. 


The belief tot to victims of Nazi bes¬ 
tiality would not, and could not, fight back 
would prove a grotesque miscalculation. 
One night, in the late summer, of 1940, from 
to vantage point of to dome of St Paul’s 
cathedral. Air Marshal Arthur Harris studied 
the Luftwaffe strategy of the firebombtng 
of East London. When toiast aircraft turned 
towards France he said to Charles Portal: “I 
shall bleed and bum them for this.” It was 
prophecy. Of an impotentfy indignant genre; 
and so it would remain for another two and 
a half years. By then Germany's nemesis 
was born, available in numbers inexhaust¬ 
ible. on a scale unimagined by Gocring: (“if 
a single bomb drops on Germany my name 
is Meyer**). The bleeding and to burning 
of the Third Reich had commenced: there 
would be no respite, rain and fog, winter and 
summer, night and day, mounting exponen¬ 
tially in its spiral of destruction. That nem¬ 
esis was what Churchill facetiously but 
accurately baptised: “an ugly creature with 
to face of locust and a bdly as big a Zambezi 
crocodile”. Its name: to Avro Lancaster. 

What to masters of to Third Reich could 
never come to grips with was to titanic 
human wave and prodigious moral strength 
of millions of simple, ordinary folk that 
would ultimately engulf md destroy them: 
people of all races, working people for to 
most part for whom to Nazis had nothing 
but contempt “The only good German that 
I recognise is a dead German” reiterated 
again md again by a Maltese flight engineer, 
one of Harris’s boys. In successive Stuka 
raids on VaJetU (1941) his immediate and 
extended fondly were obliterated (his air¬ 
craft was shot down in November 1944). 

To millions emanating Item to world of 
labour (as that Maltese), Hitler and his tikes 
exemplified racial injustice, perpetuation of 
obnoxious class privilege and national 
oppres s io n , indeed, wtuf could be mote 
reve aling of to nobility of to md-foscist 
resistance r nrapnif at frf in those imperish¬ 
able lines (1944) of an indormtabkFrench 
spirit -a metalworker, aged 22 ■» who buried 
WmsoK agaiast to phalanx of Nazidom 
with such total abnegation? 


“Dm Mum, 

Of alt to people 1 know you* re to eine 
tot wffl fcel it raoet My Urn thoughts go 
to you. Don’t blame anyone efoe for my 
death, because 1 chore my fota. I don't know 
what to write to yon, because even tough 
I haw a clear bead, 1 can’t find to right 
words. I lake my plsne bt Army of Liber¬ 
ation, and I die as to light of victory it 
already beginning to shine... I shall be shot 
very shortly with th ree other comrades. After 
to war you must claim your rights to a 
pension. They will let you haw my things 
at the jail, only I’m keeping Papa’s under- 
vest, because! don’t want to <xdd to make 
me shiver... Once again I say goodbye, 
Courage. 

Your son, 

Spartaco.** 1 

I 

Nazi Machine and Corporate 
Aggrand ise m e nt 

It is pointless to speak of the evils of 
fascism independent of its class, ideologicul 
and economic foundations. A Hamlet as It 
were without a prince. The ferocity of a 
demented nationalist movement gave Na¬ 
zism its rituals, its mythology and much else 
of its sheer nastiness. Without however to 
financial, research md industrial muscle, 
wedded to the international marketing capa¬ 
bilities of German Big Capital to Nazi war 
machine would never haw been bom. The 
Naziona! Sozialistkher Deutsche Alberts 
Partei (NSDAP) and German Big Business 
forged a symbiotic relation such as the world 
had never seen, a point stressed again and 
again by to Nuremberg investigators in a 
90-page report that remains one of to grim¬ 
mest documents of the 20th century. 1 There 
was not a solitary German corporation that 
did not toil to buttress the national interests 
of Hiticr'sThiidRtoh. Such legendary names 
of corporate capitalism as the Deutsche Bank 
(which bankrolled the Reichswehr before it 
switched its affections to massively funding 
the NSDAP and to Wehrmacht), all of to 
banks and insurance companies, the Friedrich 
Frick Kotraem. Kiupp and to tobacco giant 
Rccn usma , etc. In short to German coun¬ 
terpart to to American Fortune 500. There 
were few recalcitrants. 

But to most vicious and rabid predator 
hi to paotoon of German finance capitalism 
occupying a pivotal rote hi to build up of 
to Nazi Behemoth was to K3 Fsrtooo- 
industrie: Europe’s biggest TNC con* 
glomerate and to world’s largest chemical 
corporation'T h e se w e re todevil’schemists 
at to American deputy proaec u tor, JosJah 
Du Boia, would label tom in a book of 
powm# mm wwwo sm 
record straight 1 To put U mildly to aoteam 
war ning of president EMnwk bn to 
military industrial complex in Ids own 
country, applied a fortiori to IG ftefaen. 
Except tot In fG’a caae it was a gross 
■ ori e n t term e r*: 
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fUnnori. atmthw sought or unsought, by the 
mUltary Industrial complex. The potential 
for the disastrous rite of misplaced power 
exists and wiU pcnitt (Farewell address to 
tbe wring, January 17. 1961. He teat hi* 
eacsmqus prestige aadauppait lotbeMnvesti- 
garive enquiry of 10 Partwo), 

Nothing mote dearly demonstrated the 
in terdependence. dot was. to provide so mu¬ 
tually profitable a sustained ictationship, than 
that of 1C and the Nazi bureaucracy. In trans- 
nattooal connection stretched well beyond the 
frontiers of the ThW Reich. It had ma stered 
all of the aonrid techohpies of TNC camou¬ 
flage: transfer pricing, cartelised practices, 
mulcet sharing the non-accountability, in the 
■now crudest of manner. IG never published 
a balance sheet It openaed and concealed its 
assets in several countries inchxfing the dum¬ 
my c orporations that it acaffbkted m Switzer¬ 
land, Luxembourg and the US. From Du Pdsm 
de Nemours and Standard Oil (NJ) it learot 
and applied the techniques of union busting. 
The formula was ‘SpartadstsandBolschevists 
from the Red State (The quasi official desig¬ 
nation of the USSR from the 20s on) are to 


beetimiiwted.'The slogan'Arbeit MachtFrci’ 
posted at the gate of KJ Auschwitz was not an 
SS gimmick. It was a prominently displayed 
slogan in all ks plants: a celebration of the 
wholesale liquidation of every trace of labour 
activism and trade unionism. 


Wedded to its technology and vast capital 
resources, was the uninterrupted avalanche 
of stare subsidies and tax exemptions. Un¬ 
derpinned at every turn by the Nazi engine, 
IG became the greediest corporate predator 
the world had ever seen; the indispensable 
battering ram of Hitler's New Order "With¬ 
out IG Farben’s immense productive facil¬ 
ities, ittfarrctKMng research, technicri know¬ 
how and massive concentration of economic 


power, the Thud Reich wouk) not have been 
in a position to start its aggressive war in 
I939." 4 More crucial than this, of course, as 
well shall see, was that KJ had the ability 
and the power to bring its influence to bear 
on the entire chemical corpora t e sector in 
Europe and the US. In short. Nazi power was 
amplified prodigiously by the ramifications 
of international capital, thanks to IG. 

Even before January 1933, German Big 
Capital had systematically but surreptitious¬ 
ly bankrolled the NSDAP. it was a bulwark 
against Bolshevism and 'internal disorder'. 
It domi n ated rite world chemical industry 
widths thousands of patents. The leader in 
th e world c hem ical cartel thri embraced such 
giants at 1C! in the UK, Aunriger Vereinht 
Caechoskmfcia. Wy’* Monrecatini, Japan's 
Mitsui and Mitsubishi, and the three US 
powwfcettMi: Du font, Dow Chemical and 
Rockefeller’s Standard Oil. 


n 

Growth of IG 

font 1933 onwards K3 grew by leaps and 
bounds, oowohdated by the Wehrmach’s 


c o n quests and annexations Austria's an¬ 
nexation offered SO Che possibility of grab¬ 
bing its largest chemical firm; die Skoda 
WerfceWetzler. Step by step JG’s corporate 
conquest moved In concert with die growth 
of die Third Reich. But of course this was 
also true of all of Germany’s 500 cor¬ 
porations. Like jackals to die Bon thousands 
of middle and smaller firms benefited from 
the Wehrmacht's conquests. There was 
something in it for all strata of the German 
bourgeoisie. In 1937, IG had completed its 
programme of ethnic cleansing as had alt 
German corporations... In that year the 
members of the board that were not party 
members became so. lG's plants were now 
working on 24-hour shifts producing what 
the Third Reich needed: synthetic oil and 
rubber in which self-sufficiency had been 
acquired with an export capability added, 
high explosives, dyestuffs, methanol, mag¬ 
nesium. nickel and thousands of other items 
needed to feed the famished war machine. 
With the DaladierfChamberiain sell out of 
Czechoslovakia on Septe mb er29,1938, new 
El Dorados in Sudetenland were opened up 
not least in its flourishing chemical industry. 
An obsequiously grateful chairman of the 
board exulted in his telegram to Hitter *7 
am profoundly impressed by the return of 
the Sudetenland to the Third Reich which 
you, my Fuhrcr, have achieved. IG Farbe- 
nindustrie puts a sum of half a million 
reichsmarks at your disposal for use in the 
Sudetenland territory."* This is blackest of 
comedies. The sun was derisory. The returns 
on that corporate takeover, however, was 
one of the most lucrative in IG's predation. 
With ihe subsequent gobbling up of Czecho¬ 
slovakia and its chemical industry in March 
IG's board was ecstatic. Commenting on 
(his stupendous corporate amexationistn to 
a standard oil executive member of IG con¬ 
fessed (tun he could not have conceived such 
manna from heaven in his wildest dreams. 
It was manna to be sure; but it was not from 
heaven but from Adolf Hitler, a fellow 
predator and German corporate capitalism's 
supreme friend and benefactor. 

Every corporate aggrandisement by Ger¬ 
many's Big 500 rod IG in particular would 
be cloaked in the mantle of philanthropy and 
national interests. IG’s corporate credo was 
now s carbon copy of the Nazi credo. In¬ 
tegration was total and after the triumph of 
Munich the sceptics were silenced The Nazi 
party was integrated into IG. The brofficr of 
Joseph GoebeOi, a senior cadre in the SS, 
was a liaison officer to KJ. As in any good 
transnational corporation politics was im¬ 
bricated with all the i m portant e c on o mic 
policy decisions of IG’s boardroom. Metn- 

bersofthe Nan bttieaucracy became Icadlag 
shareholders, titring on its ex e c utive board. 
In turn, IG's mch iri ca i p e rs o n nel shifted to 
many ministries rod higher pi— rif author- 
nm. iu r^mnnnves rkw v me Mgfc- 
«t e ch elons of the potty and the patty's 
ftmcttamriea mowed brio the highest edm- 


tion had become generalised. Barriers had 
been removed giving way to fraternal 
emb races and ftnrocia! bonanzas galore. 

in 

The War 

The start of the European war in 1939 
imparted a further boost to IG's predwions. 
Therapeof Poland would further extend its 
control over the entire chemical industry and 
much else. More glittering corporate ag¬ 
grandisements were toon to be realised. The 
Battle of France triggered on May 9 ended 
on June 22. The French chemical sector and 
its leaden proved the worthiest of IGi 
domestics. Even prior to die onset of the 
blitzkrieg IG entertained ao doubt as to the 
final outcome of the Battle of France and 
its staggeringly profitable impact on Ger¬ 
man industry. In France IG worked with 
people of iu own breed, such as the case 
of Joseph Frouard. leader of the French 
chemical indutny. When one French rep¬ 
resentative had the temerity or the stnpatSty 
to ask what IG meant by leadership' the IG 
chairman, while no doubt expressing sur¬ 
prise it the question, made things more 
explicit. As in other countries ’leadership’ 
meant unrestricted industrial, financial rod 
marketing control of the French chemical 
industry. A humbled Frossatd understood. 
But then he loo was a prisoner of bis own 
class and iu blinkered ideological vtsion. 
Nothing was more revealing of the anguish 
of a broken France thro flic confrontational 
perspectives of a Spartaco Fontamot rod 
collaborator Joseph RossanL 

Consolidation of cooqucred Europe’s 
chemkal industry, in tandem with Europe's 
Big Business of which Frossatd was a proto¬ 
type was now to be extended to Luxem¬ 
bourg, Norway. Denmark and Belgium. No 
amount of corporate annexations could 
satiate the appetite of IG Farben. IG’s 
golden age hadamved. At the end of the 
Battle of France an appreciative Fuhrcr 
conferred The Knight of the Iron Cron’, 
the supreme honour of the Third Reich, to 
IG’s chairman of the board - Cart Kraoch 
for having “won marvelloua victories on the 
battlefield of German industry ' This time 
the lie machine of Nazidom had spoken die 
absolute truth. 

IV 

USSR and Amdnrita 

In an obatasnt Polish Village chscrowwrag 
glory of Nacified finance capital wat to he 
ens hr in e d - eternally. It was CM Kranch 
who personally (in p re ference to Norway ) 
aelectod the she of Auschwitz. Ht n cdta fi t 
mt wOWC DC CKStfMWI OK m 

Auschwitz' (Joseph Baskin. Crime mi 
Fmitkmm<fKFmkm New Ytuk. 197*1. 
Slave labour that was always a ratal core 
ponewt of KJ’starionr fbsce was now toswcfi 
to re Bl io n s. Stare labour had to coma a 
ctrasusnahie raw rereesta! fbr thecarichrenm 
of IG's shareholder* that meteded dir upper 
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echelons of the Wchonacbt and the Nad 
party. Prominent among them were Alfred 
Sanded (supreme bou of (lave labour 
with in the Reich's empire), Alfred Rosen¬ 
berg, Julius Stretcher and not least Heinrich 
Himmler. The official designation of 
Krauch’s creation was: K3 Auschwitz. 

IG Auschwitz comprised four divisions: 
Auschwitz I with a work fo rce of hundreds 
of thousands; Auschwitz 2 with the gassing 
centre at Birkcnau; Auschwitz 3, the IG buna 
and camp at Mooowkz; and Auschwitz 4 
that wasIO’sown labour camp at Monowttz. 
Operation Batbarossa (June 1941) offered 
to the ‘Father of Auschwitz’ and Ms asso¬ 
ciates an inexhaustible labour supply. The 
tragic coat to the Soviet Union and all 
national Met and ethnic groups for this crime 
could not simply be measured in terms of 
numbers killed. Out of 5.7 million Soviet 
prisoners of war, 3.3 million were worked 
to deeth in Nazi concentration camps. 

Listen to Himmler “Whether nations live 
in p rosperity or starve to death like cattle 
interests me only insofar as we need them 
as slaws to our ‘Kultur’; otherwise it is of 
no interest to me. Whether 10,000 Russian 
females fall down and die from exhaustion 
while (tigging an antitank ditch interests me 
only insofar as the antitank ditch for Ger¬ 
many ia finished..." As Martin Bormann 
putt it succinctly to Alfred Rosenberg,‘The 
Slavs are to work for us. Insofar as we do 
not need them they may die.” Erich Koch. 
Reich Commissar in the Ukraine was mare 
explicit: “We ere the master race, which 
must re member that the lowliest German 
worker is racially and biologically a thou¬ 
sand times more valuable than the popula¬ 
tion here" [see William Shirer, The Rise and 
FaU of the Third Ketch, New York. 1959], 
Torture, pillage, mass murder and every 
species of crime were now added to the 
cred entials of K3 Fai ben i nduatrie alias IG 
Auschwitz. 

In August, barely two months after the 
imleaihiag of operation Barbaraaaa, 500 
Soviet FOWs were inarched to Birkenau. 
It was the grand day for K3 Auschwitz. 
Zykkm B (prussic acid), IG*s special cre¬ 
ation was tested successfully. The IG re¬ 
search team were ecstatic and understand¬ 
ably to was the ‘Father of Auschwitz'. But 
Zykloa Band its handlers could not hah the 
tide of victory. The backlash of retribution 
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IG wa to survive in a manner that the 
‘Father of A u a ch w Mz * c ould nos envisage. 
The trial of 24 aenkr IG executives took 

rasgAOA h* (HBK BgDVOBOMCiy ulUZMtOBDQ JwAEf 

Palace of Justice in Nuremberg on August 
27.1947; k eodad on May 12,1941. The 
fine! judgamnt waa one of the biggest fiucea 

QIC MNDij W MunMA PArtSfAwOCmCC. 

Twelve of the 24 were given fight sentences 
ranging from one rode half years to eight 


yean imprisonment. The ‘Father of Aus¬ 
chwitz' received six years. None served their 
terms. They would be inte g ra t e d intothe 
emergent new German order of Christian 
Democracy of Konrad Adenauer, and more 
specifically into the German corporate 
world.* That included IG’s successor cor¬ 
porations: BASF, Bayer and Hoechit The 
Big Three would resume their pre-1926 
corporate identities before they had been 
gobbled up by IG Fatten. 

‘Slavery and mass murder* was the main 
indictment in addition to four others. But 
now new forces had arisen notably the cold 
war whose far-reaching implications such 
men of integrity as General Telford Taylor 
and his deputy failed to understand. The year 
1947 marked the start of the Marshall Plan. 
Notwithstanding the public relations balo¬ 
ney its goal was not ‘the reconstruction of 
Germany’ but the reconstruction first and 
foremost of German capitalism and the 
resurrection of the powers of its masters. In 
this perspective the implications were clear. 
The ‘Father of Auschwitz’ and the class of 
corporate capitalists that he embodied were 
imperative in die battles of the cold war that 
would be waged in which Germany would 
now play a central role. In essence the case 
of the defence was straightforward in its 
simplicity. Were not the accused men of 
substance in the community, honest busi¬ 
nessmen, men who upheld Christian values, 
men who defended Germany against the 
menaceof Bolshevism?. "Replace IG by ICI 
for the UK or du Pont de Nemours for the 
US, or Montecatini for Italy" declared 
Krauch's lawyer, "and at once the similarity 
will become clear to you." 

The 12 were unrepentant. Krauch to his 
honour did not cringe. There was no need 
to. He was proud to be a member of the 
NSDAP. Adolf Hitler was his prophet and 
he said so. His goal was to fight Bolshevism 
and that he did. The architects of the cold 
war were not insensitive to his pertinent 
observation: "How right Hitler was in his 
policy is confirmed by the political situation 
which has developed in recent months in 
Europe." He could not have said that in 1945 
and got away so lightly. But timet had 
changed. Did not the USSR the 'Red State' 
that now occupied an important segment of 
Germany pose a mortal threat to western 
civilisation? 

The sentence given to such war criminals 
was light enough to 'please a chicken thief, 
declared Du Bots who was castigated as a 
Jew and a communist synyatftitcr for pur¬ 
suing the investigations. Thd he was neither 
did not matter. Indubitably true, but what a 
mi hunt New Dealer as Du Bob could not 
understand was tins the trial of the biggest 
rep resen ta ti ves of German Bte Capital posed 
s threat to the system itself. The hanging of 
the executors of Krauch’s agents as the 
commandant of Auschwitz and hte fallow 
kflfemby (he logic of tha Nureanbats verdict 
were justified, hot to extend entit indtereahn 
ofGcnsunt corporate capkdteaa rod its agents 
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poRcy and the twisted logic of tite add war. 

^ VI ^. 

Decartdisatioo and de-Nazificatioa were 
stopped in their tracks by US foreign policy 
abetted &y the most vocal protagonists of US 
corporate capital. The dictates of the cold 
war and the demomsation of the Soviet 
Union required novel rationalisations. What 
that course should be was forceftiNy artic¬ 
ulated by that irrepressible racist. Congress¬ 
man John B Rankin of Mississippi in 1947. 
"What is taking place in Nuremberg, is a 
disgrace to the US. Bvcry other country has 
now washed its hands and withdrawn from 
this saturnalia of persecution. But a racial 
minority (i e, Jews and communists] two and 
half years after the war closed, are in 
Nuremberg not only hanging German sol¬ 
diers but trying German businesamen in the 
name of the l/S" (t/S Congressional Record, 
November 28, 1947). Rankin waa by no 
means a solitary voice. 

That statement and others of its kind 
combined with the Marshall Plan and its 
cold war political imperatives pointed to one 
conclusion: the Hitlers could come and go 
but corporate capitalism and its leaden were 
the natural defenders of an inviolable social 
order that had always stood against the 
resurgent forces of international subversion. 
In (his context the cri de coeur of a Franklin 
Delano Roosevelt, now dead, in May 1943 
was a voice crying in the wilderness: "It is 
therefore fitting that we should again pro¬ 
claim our determination that none who 
participate in these acts of savagery shall go 
unpunished... All who share the guilt shall 
share the punishment" {The New York Times, 
March 24. 1943). For Hitler’s corporate 
paymasters it was crime all the way; but 
crime without punishment crime with prof¬ 
its unlimited. 
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Theory and Practice of Women’s 
Movement in India 

A Discourse Analysis 

Supriya Akerkar 

Recent post-modernist trends in feminist theorising and organising have opened up important debates on organising 
politics around difference. The paper seeks to enter these debates by contextualising its analysis in the Indian reality. 
A major concern here is the sectarian and divisive tendencies within the women '.v movement in India. The article seeks 
to explore wavs to counter such tendencies within movement politics by asserting that the question of difference between 
women need not become a point of immobility, but a focus of solidarity. 


I 

Introduction 

Any thought, any idea, any theory, is simply 
a way of seeing, a way ol viewing on object 
foi a particular vantage point. It may hc 
useful. hut that uselulncss is dependent upon 
particular circumstances - the time, the place, 
the conditions to which it is applied. If out 
thoughts arc taken to be I trial, to include all 
possibilities, to be exact icprcseni.ilions ol 
reality, then eventually we lun up against 
conditions where they become irrelevant II 
we hold them in spite ol then irteiesance. 
wc ate forced either to ignore the tacts or 
to apply some sou ol lorce to make them 
(it Incttfk'rcasc. fragmentation isihctcsult. 

— tiohen Xi 

THfcSfc words of Holton Xi. a ( > lii»e'-c 
philoxophct. eloquently sum up ail that wc 
attempttoshow inourthesis Ideas.ihotiehs 
and theories arc olten held in lixity as a 
matter of truth, and of hie amJ death In the 
process the dynamism and the grow lit ol 
ideas is lost What remains ate the rigid 
dogmatic claims otdillerent positions which 
in themselves are nothing but dillcu-iii ways 
of seeing reality. 

There exist different perceptions on 
women’s oppression in India and ways to 
overcome litem. However, d appears, in (he 
first instance that ihcxcdilfercnt pea. pnons 
have mil led to a celebration of a plural 
practice ol lenumsm. Insteatt. they have led 
to divisiseness and sectarian tendencies 
within the movement They have also led 
to an inclusion and exclusion ol certain 
issues as women's issues' thus creating a 
hierarchy *»i issues in the process This has 
resulted in a legitiniisalton of the affiliation 
of certao: groups wuh (he women's 
movement and at (he same nine itivuiid.iicd 
the alliliation of certain groups as being a 
part of the women's movement 
in tms connection. Kixbwar (1990) notes 
that l be labels of bourgeois feminists, radical 
feminist, marxist feminists or socialist 
feminist arc used not "as descriptions ol 
positions taken by mdivtdttals ot groups or 


the work done by litem but as epithets to 
condemn people you don't like, (hai is as 
good or had character cert i llcates''. Site states 
"label gisers assumed that the most 
respectable letm was socialist feminist’. 
This was ustiallv reserved for mu-sell and 
one's I'nends. as proof ol one's toireel 
jiolitical credentials. Those one did not like 
were sought to he condemned as 'bourgeois 
feminist' or radical feminists'. .These 
versions ol available isms have been used 
as stieks with which U> heat up people, to 
stifle intellectual growth and enquiry to 
I tighten people tiom thinking things out lor 
themselves to bully them into blindly 
ucecpimg foii.nila ndden |»>litie> and repeat 
meaningless matiCas. an I to subject them 
to slander i: they ivsist" (p-f . Kohwai thus 
slit'w' the divisive ellecis that teimmst 
theories van avlne.c ihrougl- then claims 
to truth, as ilivMites ot cm incipation. The 
seci.uian and divisive tendencies within the 
movement lemam ,i point ol eom-ern h>r me 
as much as lor ihe movement .-iclivisis This 
rta|vr arises Irom this concern as it expfotes 
tile-discourse on women's movetiK-n( in India 
Our views will reflect our own 
ntcumlorulinn.xi/.ilKilol a polinc.il activist 
engagevl with the struggle ol adivasts 1 m 
India. tor the last six years, and as a woman 
belonging to j middle class .inti an up|>er- 
caste m Hindu religion bv birth in India 

Hie article wall explore the (allow ing linos 
ol argument. 

In the Itrsi place, we argue that women's 
movements can be- treated as discursive 
practices ' Asdtseursivcpractices.women's 
movements redefine the traditional 
understandings of theory aHU praxis Tliey 
do depend for their existence on prior 
theories of emancipation. but rather seek a 
new relation with theory through localised 
articulation and understandings ot 
emancipation. In this way. wc displace the 
foundationalist claims ol theories ot 
emarurpalitm itrerc feminist theories) in 
organising an (feminist) emancipatory 
practice Instead wc unravel the functroning 
ol Iheot tes ol cnwrKiputuiii (here feminist 


theories), as discursive practices, producing 
certain effects. through their claims to truth. 

Feminism as a discursive practice aspires 
tocmanci|xilc the subject ‘woman*. However, 
the category "woman' is iisclt discursively 
organised. However, our main contention is 
that the cnnstiueicd nature ot the category 
'woman' does not exclude possibilities of 
emancipatory practices artvuwl ihat category. 
The category ‘woman’ is discursively 
organised through articulation. Hnwnever, 
this very practice of articulation constructs 
the category woman as a Iragmentary 
whole, given the fact that, every attempt to 
fix a centre thivnigh any articulation, is always 
subverted bv its field of discursivuy. loot her 
winds, dtlie-rent articulations around the 
category woman, could open up a possibility 
olditlcient. localised emancipatory practices, 
based on solidarity. but without suppressing 
dilleicnccs under the ovetarching category 
'woman' 

This opens u|> a jvsv.ssihiliiy of plural 
practice ot feminism. Such a practice would 
replace the notion of emancipation' 
informed by ilK-ories ol emancipation, and 
instead work with the notion of 'dilferent 
forms of emancipations' bused on localised 
discursively organised plural struggles. Such 
a practice could explore the possibility ol 
coalt t i on pol it a s bet ween dill crent women ’ s 
imiveincms ui India on different issues at 
different points of time. Recognition of 
plurality ol women’s movements is only a 
first step forward in creating a political culture 
ol coalition rather than that of opposition. 
We finally argue that solidarity through 
coalition, in the hnul instance. Iw> to be 
sensitive inwards practices ol articulation. 
It is through practice’s ol articululion. that 
solidarity or exclusion is made possible. In 
other words, it t alls for a certain ethics of 
articulation. 

This article seeks to tic velop a conceptual 
framework that givesthe potiiicsoldifference 
a central place in iemmist practice. Recent 
post modernist trends m tcminist theorising 
and organising have opened up important 
tfchaics on organising politics around 



difference. The rtudy seeks to enter these 
debate* by contextualising it* analysis in the 
Indian reality. A major concern here are the 
sectarian and divisive tendencies within the 
women’s movement in India. Here we seek 
to explore ways to counter such tendencies 
within movement politics by asserting that 
the question of difference between women 
need not become a point of immobility but 
a point of solidarity. Thus the purpose of 
this paper is twofold: to argue for (he 
necessity to recognise differences between 
women so as to contribute to the ways of 
overcoming them; and to contribute to the 
current debate in India, on the implications 
ot such recognition on any feminist theorising 
and organising. 

II 

Feminism, Power and 
Politics of Difference 

To treat feminism as a discursive practice 
is to focus on the ways in which dimensions 
of theory and practice interact with each 
other.Central tothts interact ion arc billowing 
issues: As an emancipatory protect, feminism 
has borrowed irorii the tr.idiiioiul Maixist 
position, to converge its intellectual and 
political goats thus (using theory with 
practice |Ti uong 1 W): 121. As such lemmist 
emancipatory |>oIiitcs needs a notion ol 
agency’ or a meaningfully .n'ling siihieu 
which it tries m cmiuictpatc. However, this 
very need fot a meaningfully acting subteci 
poses several problems. First. untie del muioii 
and identification of an ’ideal conscious 
subject that acts in a incaninglul wav . there 
is a tendency among tcmmists »> me lude ami 
exclude certain xtihtect |Hisitions Second, 
m sirategising and niganisin*. tot . lung, 
this tendency leads to cssenti.ilisiii and 
vanguardist positioning which affects the 
fostering of solidamy This raises a central 
question regarding what cimslitutcsan acting 
subject, and lor whom is her/his actions 
meaningful. 

In rcsptittse to this question sovet al others 
have delved inu> a pc»st- model nisi I nimework 
titat posits theorising about emanc ipation as 
a domain of powei. fltus even the 
enlightenment (irojcci and its conscious 
rational subject tsrcgardcd as a construction 
Taking this line ol erttique to its conclusion 
would lead to an end ol the subject Ibis 
framework leads (tincrisis lor emancipatory 
projects which arc left with no subject to 
emancipate In the process, this framework 
doe* not allow us totmdcrsiand ami analyse 
the dynamics of inclusion and cxcluston that 
an emancipatory practice may engage in. 
This perspective then puts the vnnguardist 
claim* in onwnciputnry ihcones and practice 
under the carpet. In effect it docs mrt allow 
us to unravel the functioning of emancipatory 
theories. precisely because of their claim to 
iruth. I now view, both the above frameworks 


are inadequate to understand the relationship 
between emancipatory theory and practice. 

We will point to him directions which 
wilt help to overcome the limitatioctf of the 
above framework* and at the same time 
preserve (heir critical potential. New social 
movements have grown as a response and 
a challenge to the traditional fusing of theory 
with the practice. New social movements 
and women’s movement* can be treated as 
discursive practices. As discursive practice*, 
we shall allow for the dispersion of the 
subject positions while wedispiacetheeffccts 
of the unified subject on a political practice 
by |iving this totality and unity of unified 
subject an‘imaginary' dimension. The shift 
in treating NSM.s as discursive practices 
justifies our usage of discourse analysts as 
a critical analytical tool for our study 
Discourse analysts will enable us unravel the 
functioning of emancipatory theories 
claiming to represent truth This will allow 
us to analyse the knowIcdgc-powcMruth 
nexus. Thus we will not study theories to 
understand the social reality they claim to 
illuminate, but rather study the effects they 
produce as discursive practices, i e. as 
discourses which claim to be true. We argue 
iliat this mode of looking at the interaction 
between theory and practice docs mu have 
lo give .ovay the normative concerns 
articulated by emancipatory practice. Tins 
analysts will enable us to develop a 
iratnework which formulates the notion of 
Jillcrcnt forms .it women's emancipation. 
This perspective articulates normative 
n imcwoik which icms between the logic ol 
complete idcnhtv and complete dillcrenee. 
Such emancipatory practice would have 
politics ol dilierenco at its coie 

I’m iln s •* 'Fie .11 \\;> 'Dorni Rn ' v\ \\ 
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lunanetpaiory tlteiHiev through claims n> 

iruth' crc.ue > ertain dice ts We believe lhat 
concept ol discourse could nc used as a 
ciilic.il .iiialviic.il Uh»I to study these cllects 
of’truth' Todav the concept discouisc’ is 
used hy wMologlsls licelv m auv .teadenut 
writing. The concept has become much 
l>o|Hil,ii altn Foucault's work Yet few 
scholars use tl m a Foucautdian way 
or dev clop their own understanding ol it. In 
ibis subsection we will state bow .uvd why 
we use this concept m our .study, bather tiie 
powet-knowledge relation was disclosed bv 
the critique ideology, Now the critique of 
discourse is used to expose this nexus. 

The concept ideology" finds its 
antecedents m philosophy which used it to 
denote 'systems of ideas'. Sociology 
appropriated the term to analyse social 
ivtations and social life f Mam*. M l9Wr:22f. 
Fanancipatory politics used the critique of 
ideology for the first time to articulate the 
nexus between knowledge and power This 


articulation has been from a certain vantage 
point which presupposed the disclosure of 
troth. The ‘true’ knowledge was taken to he 
the vantage point frum where ideological 
distortions were revealed. Ideology works 
in such a way lhat it makes the false appear 
a* true. Thus, in critique of ideology, power 
operates by creating an effect of an illusion, 
in other words, ideology is not true 
knowledge, it is distorted knowledge. The 
erttique of ideology carries with it three 
simultaneous assumptions: la) The relation 
between knowledge and power is negative, 
i c. power distorts knowledge, (b) There 
exists a subject in whose interest the power 
works, by producing ideology, tel TAie 
knolwedge is possible. 

The classical Marxist theory understood 
ideology m terms of a base-superstructure 
relationship. Ideology, it claimed, is an 
expression of a class myth, a pan of the 
superstructure, which served asa propaganda 
to justify the base, i c. economic structure. 
As a critique of ideology. Marxism claimed 
the status of science {Onika, 1985:431. Thus 
the classical Marxist theory, identified 
ideology with lalsc consciousness of the 
agents'. 

Gramsci introduced the notion of power 
through the concept of ’hegemony'- The 
concept of hegemony was introduced to 
understand how domination works through 
consent of the opi revved, through a whole 
range of ideolugy-ndden culture. Gramsci 
through this concept showed that power 
operates through the consent of the oppressed 
and radically abets the cement, nature and 
form of power from lltc classical Marxian 
notion of power It means power of the 
dominant has lo be recognised and accepted 
by the U«> nutated Only then ran power 
operate as power. Power then becomes 
contingent on the dominated in this sense 
power can never operate in a singular and 
mechanical way. i e. that of dominant over 
dominated To the extern that power is 
dependent lor it' recognition on the 
oppressed, the oppressed too hold power 
over itic oppressor. Thus power in this 
com option ceases to he only a repressive 
lorce because it c.tn also he Used in the 
opposite way. i e. to rests!. This conception 
u( power then gives domination a relational 
status than an absolute sratus. Also it mans 
c.crv dominatHin Lime within it the seeds 
ol its r cm stance. Gramsci thus gr*c* p ower 
a positive force rn his chirqnc ot ideology, 
lu doing so. he gtes beyond the mtacdamui 
base-superstructure model, which mas 
ideology as merely a part of the 
superstructure. 

The critique of ideology was further 
developed hy Linux AtHnwscr who was 
influenced by xtructurafran The impetus to 
thcdcvctapracmol ttntcwwltqa Ires m a in ly 
in the works ol Saussurc Satrsture arg u ed 
dial meant ng of the words derives from the 
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. octurcs of language, not the objects to 
which the words refer. Saussure theorised 
language as “an abstract system, consisting 
of chains of signs. Each sign is made up of 
a signifier (sound or written image) and a 
signified (meaning). The two components 
of the sign are related to each other in an 
arbitrary way and there is therefore no 
natural connection between the sound 
image and the concept it identifies. The 
meaning of signs is not intrinsic but 
relational”(Wecdon 1987:23]. For Saussure. 
meanings are not determined by anything 
positive but created by the differences 
between related concepts which the rules of 
a language recognise [quoted in Macdonncl 
1986:10). Every concept gels its meaning 
in 'articulation. 1 

Althusser developed the Saussurcan 
insights that language docs not reflect an 
already existing social reality but constitutes 
social reality for us. Thus for Althusser, 
language structures various ideologies and 
is a place through which we represent to 
ourselves our lived relation to our material 
conditions of existence | quoted in Wecdon 
1987:261. It ts from here that Althusser 
theorised "Ide ology has a matcnal cx iMcnc c” 
(quoted in Macdonncl j'^fhSTTJ1. For 
Althusser, ‘ideas' and ‘representations’ were 
neither ideal nor real: they have no existence 
of their own. An "ideology always exists in 
an apparatus, and its practice, or practices. 
This existence is material" (quoted in 
Macdonncl I986:74|. Althusser's analysis 
of'idcokigical state apparatus' showed how 
domination operates and is reproduced 
through various sites within civil society. 
Thus Althuvserhm notion of ideology impl led 
that civil society is also a scat of numerous 
relations of oppression, and in consequence, 
of antagonisms and democratic snuggles 
[Laclau and MoutTc 1985:1791. 

The above trajectory gives us an 
understanding of shifts and displacements 
made in our understanding, of how 
domination works through ideology. A 
radical breakthrough in the Marxist theory 
of ideology can he seen with Gramsct and 
later with Althusser's work who influenced 
post-structuralist thought among his 
contemporaries. Derrida. Lacan. Foucault. 
Knstcva and others. The post-structuralist 
turn in theory goes beyond the insights ol 
structuralism and depart: I rum the various 
earlier views of ideology given above. This 
is also where the concept of discourse us an 
analytical tool came to replace the concept 
of 'ideology' as a critical analytical tool to 
understand the nexus between power and 
knowledge amongst many post-structuralist 
scholars. 

The critique of discourse does away with 
the vantage point granted to the 'true' 
tnowfedge through which truth could he 
revealed. Instead it uses the logic underlying 
the critiqucof ideology to critique 'ideology’ 


and to investigate, how, effect of 'truth' is 
created. By producing truth itself, powe r 


/. Foucault argues, why i 
cannot be a sufficient analytical tool to 
understand the relation between power and 
knowledge. He says. 


The first is that, like it or not. h always stands 
in virtual opposition to some thing else which 
is supposed to count os truth... the problem 
does not consist in drawing the line between 
that in a discourse which falls under the 
category of scicnfiftciiy or truth, and that 
which comes under some other category, bin 
in seeiiin historically how effects of truth ore 
produced within discourses which in 
themselves ore neither true m>r false. The 
second drawback is that the concept ot 
ideology rclcrs. I think necessarily, lo 
something of the order of a subject. Thirdly, 
ideology stands in a secondary position 
relative lo something which functions us its 
infrastructure, as its matcnal. economic 
determinant, cic iemphasis mine!(Foucault 
1980a: 118|. 

In the above critique of 'ideology'. 
Foucault shows that there is an implicit 
relation between discourse and any claim to 
truth, whether based on scientific lads or 
otherwise. According to Foucault, every 
society through various ‘'mechanisms and 
instances" distinguishes between "true and 
lalsc statements" and develops a "regime 
of truth" that is a type of discourse which 
it accepts and makes (unction as true 
(Foucault 1980a: 1311. Tnith in other words 
"is to he uihIctsIinxI as a systeni ofjKih-Tvd 
procedures lor the pro ductio n, regulation, 
distribution", 'circulation,and operat ion of 
st ateme nts.". Thus 'Truth is linked in a 
circularrclatNMwiihsyxlcinsnfpnwcr which 
produce and sustain it. and to effects ol 
power which it induces and which extend 
n" fibid:l33(. Further it is in this claim to 
truth that power and knowledge come 
together. Foucault thus maintains (hot "it is 
in discourse that power and knowledge arc 
joined together". Discourses arc conceived 
by Fiiucault "as a senes ol discontinuous 
segments whose tactical functions" arc 
"neither unilorm nor stable". Discourses 
cannot be imagined as "divided between 
accepted discourse and excluded discourse 
or between dominant discourse and 
dominated one: but us multiplicity of 
discursive elements that can come in to 
play” in a given Held ot power relations. 
Discourses are an ’ instrument and an effect 
of power” (ibid: 100-tl)l|. In this way 
Foucault builds upu framework that explores 
the relation between discourse, truth and 
power. 

Discursive practices, for Foucault are. 
“rules, systems ami procedures which 
constitute and are constituted by. our will 
to knowledge'’. All these comprise u realm 
of discursive practices, i e. the order of 
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discourse - s conceptual terrain in which 
knowledge is formed and produced. 
Discursive practices are thus characterised 
by “a delimitation of a field of objects, the 
definition of a legitimate perspective for the 
agent of knowledge, and the fixing of norms 
for the elaboration of concepts and theories” 
(Foucault 1977:199J. Discourse analysis for 
Foucault is a methodological too) to explore 
discursive practice: “it is more a question 
of determining the conditions under which 
it may be employed, of imposing a certain 
number of rules upon those individuals who 
employ it, thus denying ucccxs to everyone 
else. This amounts to a rarefaction among 
speaking subjects: none may enter into 
discourse on a specific subject unless he has 
satisfied certain conditions or if he is not 
from the outset quali lied to do so" (ibid:224] 
Wc feel that discourse analysis as a critical 
analytical tool will allow us lo unravel the 
functioning of emancipatory theories (here 
theories regarding women's emancipation), 
claiming to represent the truth. On (he one 
hand, the critique of ideology works through 
a claim of being scientific and true. On the 
other, critique of discourse is often used to 
disclaim every truth claim. This position, in 
our opinion, leads In relativism. We wish 
to avoid this schema. Relativist positioning 
which disclaims 'truth' altogether cannot 
allow us lostudythc 'cflectsof truth’. Indeed, 
cl feel of truth can only be studied, by granting 
an existence of truth'. Wc use discourse 
analysis. iu»t because wc believe that 'truth' 
does not exist, but because wc believe that 
'truth' creates certain effects. Inot her words, 
emancipatory theories achieve a certain effect 
by a claim to truth. It is to study these 
'cllccts' of the truth claim of emancipatory 
theories, that wc can use discourse analysis 
ns an analytical tool. Instead ot giving 
emancipatory theories u vantage point 
through which one 'discovers' the truth, wc 
make emancipatory theories the object of 
our investigation, insofar as they make a 
claim to truth. Wc do not suggest that the 
emancipatory theories arccilherirucorfalsc. 
Wc attempt here to understand and unravel 
the mode of their operation, in the hope that 
emancipatory politics can then he better 
grounded. As Foucault says: 

the essential political problem for the 
intellectual is not to criticise the ideological 
contents supposedly linked to science or to 
ensure dial his own scientific practice is 
* accompanied hy a correct ideology, hut that 
ofnscenniuinn the possibility ofcomntttotinf 
tt new politics of truth. The proMem is mot 
changingpeopie'sconacinttMias - or what’s 
in their heads - hut the political, economic 
resittutMieal regime of the production ul 
truth, ft's not » maucr of emancipating truth 
from every system to power i which would 
he a chimera, for truth Is already power), 
hut of detaching the power of truth from the 
forms of hegemony, social, economic, and 



caitural. within which h operate* at <he 
present time. The political question. to turn 
up. is not error, illusion, alienated 
conaunwinem. or ideology; it i> truth itself 
(emphasis mine) (Foucault. 1980a: 133). 

New Social Movements as 
Dhcuujve Pumtites 

A notion of praxis has always been used 
to denote the interrelation between theory 
and practice. Indeed emancipatory projects 
MatmiKwnDjpWti^^ Btatinnexists betwee n 
foem . Theory has always been regarded** 
an intellectual domain, while practice has 
been seen to be rooted in a concrete terrain. 
It has also been presupposed that theory 
makes the practice intelligible to the actors 
while the practice grounds the abstraction 
of the theory in concrete contexts. This, 
mediation of theory and practice was done 
by bringing inn not km of a conscious uni lied 
subject. It was the 'consciousness' of a subject 
that mediated theory and praxis. From (his 
perspective, emancipatory theories brought 
in notions of false consciousness and thus 
argued for conxcicntisat ion or consciousness 
raising processes. We do not ask what theories 
think about their relation to practice. 
However, we shall not study theories with 
regard to their self-understanding. Beyond 
the self-understanding of theories wc wish 
to study the effect of theory on practice. 

Historically, action has been analysed in 
terms of structure and motivation (i c. the 
meaning that the actor attaches to his own 
action). Different theorists have given 
primacy to either structure or motivation 
depending upon her/his theoretical 
orientation. Collective actions were also 
viewed as the result of various types oi 
action ami elements o| structure and 
motivation. After the world war emerged 
some mainstream theories of collective 
hchaviour. namely, through the work of 
Komhauscr. Smclser. etc. These theorists 
conceptualised social movements as forms 
of collective behaviour. These theories saw 
collective action as a pathological ivaction 
to the strains produced hy modem societies. 
Nun-rational components ofcollective action 
was emphasised. Collective action was seen 
as arexult of stnictural changes which trigger 
a breakdown of (he organs of social control 
and iegttimatioa. Further, theorists drawing 
their orientation from Marx analysed social 
movemenU'primanly in terms of class 
conflicts 

The late 1960s and early 1970s saw the 
e mcryanc e ofstudent movements in the west 
The existing coiloctivc behaviour theories 
or structural functionalist theories were 
considered inadequate to explain the student 
movement. Neither (he collective behaviour 
model which emphasised irrational 
psychological reactions nor the Marxian 
mode pf analysts which emphasised social 
conflict in terms oi class conflict could 


explain the student movement. Thus new 
theoretical formulations were sought to 
explain and understand social movements. 
A new shift has occurred in the theorisation 
on social movements. Social movements are 
increasingly theorised as new social 
movements (NSMs). In this discussion, we 
delineate five main positions, viz, that of 
Mclucci, Touraine. Habermas. Cohen and 
Laclau and Mouffe. 

Mclucci critiques a generalised and loose 
use of the term soci al movement He reserves 
the term for specific kinds of movements. 
He defines analytically social movements as 
a form of collective action (a) based on 
solidarity, (b) carrying on a conflict and 
(c) breaking the limits of the system in which 
the action occurs! 1985:795). Mclucci argues 
that the conflicts of the 1980s reveal new 
contradictions, which imply an intense 
redefinition of the location of social 
movements and their forms of action. He 
further clarifies. 

Actors in conflicts arc increasingly 
temporary, and their function is to reveal the 
slakes, to announce to society that a 
lundamcnlul problem exists in a given area. 
They have a growing symbolic function; 
one can probably speak of a prophetic- 
function They arc a kind of new media. 
They do not fight merely for material goals, 
or to increase their participation in Ihc system 
They fight for symbolic and cultural stakes, 
for a different meaning and (mentation for 
social action. ( 1985 : 797 ) 

The meaning ol the action is found in the 
action itscll more than in the pursued goals 
He states lh.il these movements display new 
organisational tornis. He slates: 

new organisational form ol contemporary 
movements is not just 'instrumental' lor 
their goals l( is goal in itself. .Since the 
action is Incused on cultural ci ides. Ihc lorm 
ol ihc movement is a message, a •»«»/»»/«■ 
chnllnifr to I hr ilomhmm / Hiltrrin . The 
medium, the movement itscll as a new 
medium, is the message tp KOI) temphasis 
mine) 

The above perspective developed by 
Mclucci clearly shows that he locates the 
novelty of the new social movements in 
terms ol their rcflcxivity Movements 
themselves act as a new media, and are a 
message in themselves. The movements 
through their existence offer different 
meaning of reality. They challenge and 
redefine the dominant logic on a symbolic 
ground They start with the here and now 
of individual experience and do not separate 
individual change from collective action and 
change. Since movements challenge the 
dominant cultural code*, their mere existence 
signifies "a reversal of symbolic systems 
embodied in power rciauorvshijn" (p KB). 
All this points to the reflexive capacity of 
the actor* and the reflexive character of the 
movement itself. In this sense Metocci 


attributes discumvity to the movements. 

Another perspective offered in this 
dilection is by Touraine who argue* that, 
social movement is an agent of conflict for 
the social control of the main cultural pattern* 

(1983:785)). He argues against the genera¬ 
lised use of the concept ‘social movement’ 
to describe ail kinds of conflict. Instead. 
Touraine argues that them is 'a' central 
conflict cx isting in any given type of society. 
All other conflicts can be considered as 
disintegrated or partial forms of the central 
type (Touraine 1983:760). He calls this 
central conflict as social movement and 
define* it by a clear interrelation between 
conflicting acton and the cultural stakes of 
their conflict (1985:760). These cultural pat¬ 
terns, for him we of three main kinds: "a 
model of knowledge, a type of investment, 
and ethical principles”. Touraine calls these 
as representations of truth, production, and 
morality which depend on the capacity of 
achievement, of sell-production, of a given 
society (1985:755). Touraine argues that 
(his type of a social movement can take place 
only in a specific type of social life and 
society, viz, post-industrial society. He thus 
calls these social movements as NSMs. 

In this way Touraine differentiates the oid 
social movements from NSM through the 
discursive character of NSMs. He states that 
past social movements opposed domination 
through mctasocial principles. NSMs do not 
challenge domination through a call to 
metasocial principles but through a direct 
call to personal and collective freedom and 
responsibility. NSMs are no longer inspired 
by the images of an ideal society but by a 
search for creati vity (p 779 1 . In other words, 
mctasocial principles, i e. a search for truth 
and an ideal society no more ad as a 
mediatory force lor the emergence and 
sustenance of new vcial movements. NSMs 
relate to truth' m a different way. They 
remain aware ol the dangers involved in 
granting any truth claima foundational status 
in ihcir political practice. 

Cohen (1983) too like Touraine 
characterises the identity of NSMs with self- 
limiting radicalism rather than with a seatch 
for an ideal utopia and truth. She argues flat 
the new identity can be in ter pre te d through 
the new forms of consciousness exhibited 
hy the NSMs. These c ha racter is tic forms of 
consciousness shown by NSMs ate (a) Hat 
relevant actors do not seek to wins to aa 
undifferentiated community free of all poorer 
and toons of inequality; (bl The actor* hash 
themselves ns-r-w one another. They 
wugglc u> the name of aw n aam y . ptontoty 
and difference without renouncing the 
egafat aoan p narip iesof modem civd society; 
(c) Actors are setf-thntomg regarding flair 
values They do not cornea cultura l vatoas 

problem*. They are wrihng to nrtwiit than 
vetoes with res pe ct to one another flwa^t 
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discourse on goals and consequences; discursively constituted and undergo a with plural strugglttsdiscurstvclyriiganis 
(d) Democratically structured associations process of constant displacement. In other As Lactau and Mmtffe argue. “Femmist 

and public spaces, plurality of types of words every moment of practice becomes exists in muhlpIcAirm*. which depend u; 

political actors and actions within civil also a moment of theorisation. The moment the manner in which the antagonism 

society, are viewed as ends in themselves of theorisation and practice is no more discursivclyconstiuucd... There arc there 

[Cohen 1985:669-70], It is through the deferred to any foundational moment either a plurality ofdtscursivc forms of construe 

above characteristic forms of conscious- present in the past or in the future. What an antagonism on the basis of the differ 

ness shown by NSMs that Cohen charac- remains is the plural discursively articulated modes of women’s subordination... •’ 

tenses the identity of NSMs with ‘self- practice and multiple points of antagonisms, forms of articulation of an aMagonh 

limiting radicalism’rather than with a search It is in these plurality of spaces that the therefore, fur from being predetermined, 

for an ideal utopia and truth. NSMs arise. the result of j hegemonic strugg 

Habermas (1981:33) essentially a All these theories agree on one chief (1985:168). The recent entphusis 
communicative theorist, understands new character of NSMs-their discursivity. difference in feminism has led to discurs 

social movements and the new social conflicts Indeed alt the theorists differ on the conditions struggles, viz. struggle and contestation o 

arising not out of problems of distribution of their emergence. For example, while themeuningofthecaicgory 'woman'. In 

but in concern for “grammar of forms ot TouraineandMcluccicxplainthcconditions sense, we argue i hat the women’s movenr 

life”. According to Habermas, ihc capitalist oflhetrcmcrgcnccinpost-industrial society, can be treated as discursive practice, 

development has attacked the “organic Habermas and Cohen attribute it to capitalist 

foundations of the life world” ( p 35). Thus societies, while Ladau and Mouffc to Fuminist Emanopatimv TRAJKrroav 
for him. the new conflicts arise “at the scam advanced industrial societies.* From the 

between system and life world”. The above discussion, we can summarise Ihc The second wave of feminism has crer 
motivating force behind most of Ihc following: ' many emancipatory trajectories, ei 

alternative projects and action groups is (i) self reflexive character of NSMs: As aspiring to emancipate the subject 'worm 

"the pain of withdrawal symptoms in a slated before. NSMs display a certain These luicctories have shown us 

culturally impoverished and unilaterally rcllcxivity. However this rcllcxivity docs importance <>l looking at the struggles 

rationalised praxis ofeveryday litc“(p 36). not mean sett enclosed relation. On the rcpicscnialion. inclusion and cxcius 

For Habermas, the creation ol alternative contrary, it establishes a communicative imminent in the usage ot the categi 

communication groups based on age. kin. relation with the iithcr. which communicates 'woman'. One genera) point ol this histi 

religion, sex. etc. arc a search tor personal meaning to (he other. has been the tension between search r. 

and collective identity. They intend to (2) NSMs relation with the truth: NSMs arc common hottj for the struggle and 

promote (he revitalisation of possibilities lor no! mediated through nodoiis ol equality, articulation <>t difference. This tens 

expression and communication and lienee justice and truth They prohlemali.se thcii aritcul.ilcd by tlte logic of complete iden 

operate in provincial small spaces, relationship in mult. Instead ol sunendciing and that ol complete difference rcma 

decentralised forms of interaction and thcirrcllcxivcpowertothctruth.they leinani unresolved 

despccialtscd activities <p 36). In summary, alert against the power relation that are Die central tenet ol radical feministr 
it can be said that essentially. Habermas effected through the very claims to he true that gender inequalities are the outcome 

understands NSMs as 'meaning' givers to through an inventiveness tlicv |>crpe(ually ait autonomous system til'patriarchy and I 

- the otherwise tmpovcrisltcd every day lile displace themselves with regaol u> truth. gcndci inequalities ate the primary four 

that people live in this capitalist society <3) NSMs reunion with the theory NSMs social inequality. Ttiev also argue l 

Acting pnmarily as communicators ol arc themselves a moment ol theorisation, patrimony is a universal system in wh 

meaning rather than on any abstract notions 'Cltev Jo not dc|icnd lot ittetr existence on men dominate women |Ahholl et 

of equality, justice, and truth. NSMsdisplay prior theories ol emancipation. This does 1990:217]. While radical feminism 

a reflexivtty. not mean that they invent new theory. What uncovered the ways in which even the in 

Laclau and Moufle loo, alter Habermas they invent is a new relationship to theory intimate and personal relationships 

arguethat capitalist relations have penetrated The analysis or NSM theorists show that political - that is, are power rclationsht 

in all spheres of human tile leading to stnrcturally.ancwsell'understnndingwithin it has also been critiqued for failinglo fc 

commodification ol social life, destroying social movements has emerged. NSMs sufficient account oft he different forms I 

previous social relations and replacing tlrein struggle for discursive stakes. They contest patriarchal relationships have taken 

with the logic of capitalist accumulation and struggle over cultural stakes, viz. different societies. Us tendency to discoi 

Thus an individual ts subordinated to capital ’meanings’. For the older social movements, the differences that exist in ihccxpericn 

not only as a seller ol labour power but the struggle over the meaning was itself of women from different social clas 

through their incorporation in multitude of secondary insofaruslho meaning wasalways | Abbott et al 1990.220). Thus it is arg 

social relations; culture, free time, illness, subordinated and made instrumental to higher that ’gender’ as an analytical category 

education, sex and even death, t c. no goals, whether revolution or equality or inadequate to understand wome 

domain of individual and collective life justice, etc. oppression as also to stratcgisc around 

has escaped capitalist relations Further the Although Ihc initial impetus to women’s women’s emancipation. The hiologi< 
commodification has been accompanied by movemcntcatne from utAenalixt bourgeois reductionixm with emphasis on wofna 

an increasing bureaucratisation of public democratic values of equality, liberty and body by some strands of radical femiai 

life. Thus new forms ot subordination have justice, it has in its practice, gone beyond in spite of the dtstmciion radical feinini 

arisen from this ’new’ society, giving rise the parameters drawn by the above values, makes between sex and gender is anut 

to new forms of resistances (1985.161-62). As Habermas (1981) says “emancipation of ground for criticism. Socialist femini 

Laclau and Mouffe 11985) argue against a women means more than the merely formal attempts, to develop an analysis I 

sutured social 1 state that it is no more possible attainment ot equality and elimination of recognises the dual existence of twnsyster 

to fix any meaning of any event independent mate prejudices, if means the toppling of the economic and the sex-gender syste 

of any practice of articulation. Thus there concrete life styles determined by male These arc then analysed by applying Man 

can he no a priori privileged point given to monopolies" (p .35). Further, the present concepts such as relaiions of production, 

any antagonism, which are themselves (rends within feminism emphasise difference to the domestic sphere. This analysis 



extended to noriMouth difference between 
women." In the process socialist feminists 
displaced the unified concept of woman and 
included the das*, nation, race, etc, difference 
within the body of their analysis, in other 
words, socialist feminism has based its 
analysis on the experiential difference 
between women. We feel that the use of the 
nation of difference as experiential diversity 
is inadequate. We fully agree with the critique 
of Chhachhi and Piuin (MacMillan Press, 
forthcoming], viz. that socialist feminists in 
trying to accommodate these differences, 
have a tendency to stress the primacy ot one 
identity over the other, or simply to odd 
together gender, ethnicity and class as parnl lei 
identities based on parallel systems of 
domination, patnurchy. colonialism, racism 
and capitalism tp 82). Some ot the work ol 
these socialist Icminisis is cited to illustrate 
<Hir contentions. 

Some of these icminisis have generally 
followed the standpoint perspective in their 
emphasis on difference between women 
Standpoint epistemology perspective 
believes that the less powerful members ol 
society have t he potential loi a more complete 
view ot social reality than others because 
ilior disadvantaged position giants them a 
certain epistemn privilege' ovei others 
(Nielson J tWO.It): Narayan l* I9K«) 2d2. 
HawkeswonhM 19X9.5161.'I hese positions 
have on one hand alltrmed the validity ol 
different experience while on the other 
invoked vat ying degrees ol esseimaiism and 
intellectual separatism. For example. Amos 
and Parmar's essay |I9S4). titled 
'Challenging Imperial Femimsin . adacks 
the clhnoccmnsm and racism within ihc 
feminist movemcm They state "Feminist 
theories which examine out cultut al pi ucnces 
us 'feudal residues' or label us 'uadiuoii.it'. 
a) so portray as as politically immature women 
who need to be versed and schooled in the 
ethos of western feminism. TJiey need to be 
continually challenged, exposed lor their 
racism and denied any legitimacy as authentic 
Icminisis" tp 7). They further challenge tlie 
analysis, theorisations and experience ol 
white feminists in the area ot lamtly. sexuality 
and women's peace movement. They say 
"each of these, areas, in very different w ays 
point to the ‘imperial’ nature ol feminist 
thought and practice'' (p K) 

These dissident feminists argued agamsi 
the claims of universality of knowledge 
produced by western feminism pointing to 
the needUtundemnnd ihedillcrencc between 
women based o«t race, doss, ethnicity, etc. 
thus arguing for black leminism a political 
tdentity. construcied in opposition ui wtuic 
temimsmbut which also suggested a common 
imereM within and in opposition to white 
feipinUm (Davis ISK4:11tt; Amos and 
Parawr IW4;I7-UI). They not only argued 
far a separate black feminist theory hut also 
for atcparalist political practice. In summary 


it can be said that although the above 
Uandpoim theorist* argue against totalitarian 
theories and analysis, their own standpoint 
in fact leads them to build up an analysis 
that totalises that reality of black and 
oppressed women, in short, such a position 
simply means, instead of one totality, we 
have several totalities. In other words, it 
recreates a macro totalisations at micro levels 
under the guise of a politics of plurality and 
difference. 

Hen: it might be useful to look at Barrett's 
(19X7) elaboration on the concept ol 
difference. Barrett differentiates between 
three uses of the concept of difference 
According lo Barrett, the lirst category ot 
dillcrcnce is a recognition ol diverse social 
cxpcncncc. i e. recognition ol difference as 
experiential diversity {p 30). The second 
general use ol the concept of 'difference' 
can he best located historically in the 
lundamenta! insight of Sanssurcan 
linguistics, that meaning is constructed 
through linguistic opposition rather than by 
absolute reference.. . i e. understanding 
meaning as i (instructed by position and 
rclalionshiplli.il is by dillcrcnce Ip 13*. One 
ol the major achics cmenis ol this jpprom h 
to dillcrcnce has been to criticise mo 
dcionstuiulhc unified subject' <p I3i Tins 
approach nillvrdenotes multiple and shilling 
subject positions. i e. identity m a Hind torm 
which does not all.an a tinny and is 
ds'conslnislise in us appmach to gcndcicd 
siibicciivuy The thud dillereucv laist's die 
question ul die iixiiy ol sesua! ailicuik, 
li critiques iliecsscmralisin in Muusing ahom 
sexual identity and recasts siibicclisilv and 
sexual identity in a fluid (orm (p;> 

.Socialist icmmis'ii addresses only ihc lost 
level ol dit lercncc w Inch is inadequate. >»,■ 
it tests on the existence ot an 
episiemologually unproblematic reality ol 
a female subject winch leads to csscmiatism 
li is the posi-siruciuralisi critique ot subject 
that truly ilcsiabdiscs (to honow the wore 
Irom Barren and Philipsi ilieoi v as jlso any 
emancipatory practice. To start with, die 
post-struct in. ilist si itiquc denies any stability 
and a unity ol any identity In oihci words, 
it denies any colicrem concepnon ot identity 
and thus any concepnon ot a subject or an 
agency. For example, it cscryihing is in 
motion and is in cimsTant (lux. r c. if the 
moment ol unity is denied .a any point ot 
time, then how can we ever hope lo have 
any theory, since ,my theorisation is mdccJ 
a moment ol totalisation? How can we ever 
hope to develop or have any emaocifiatory 
practice, since every such practice needs to 
ha vc a coherent subject 1 1 c. a unity and Oris 
a moment of totalisation) to act ax also to 
emancipate? To ask in Judith Butler s words 
"if there is no subject, who is left to 
emancipate?” (1990:327). If there is m> 
subject, then, uo what hosts can one talk 
about the concept of men' or women' ’Can 


we do away with the csscntialism that the 
use of concept may imply? 

Feminist theory and praxis rests on the 
concept of'woman . The question that needs 
to be asked is: front where does ihc concept 
of woman’ gels its meaning ’ What is it to 
he distinctively 'woman”’ in a feminist 
discourse, the word 'woman' denves its 
meaning out of gender diflerentiatton Thus 
ihc concept of gender is immanent to any 
feminist project without which there is no 
one gendered subject (female subjecti to 
either acl or to liberate However, if we are 
prohlematising this category ilsclf as Judith 
Butler' does then on what grounds can one 
use this category woman' without being 
csscutialisi and using it m such a way (hat 
docs not have exclusionary implications? 
The above analysis then suggests lhal. 
critique of subject, w hen applied to feminist 
theories, means more than assuming Ihc 
multiple and shilling idealities of a unity 
called woman'. As Butler says* 1090:327). 
"the political critique of subject" questions 
making a com option o) identity into the 
ground ol politics, however internally 
complicated", since “ii prematurely 
lores loses ihc possible cultural articulations 
ol suhjcii-poviiinn' existing prior to its 
discursive articulation. The above critique 
ol ihc subject thus forewarns us about giving 
ihc category 'woman' a loundationaliu rede 
even when we auiihuic 10 the category 
multiple and 'i.ilting subject positions. 

Some ol ihc leimnisis have maiie an 
iiiipnri.ii!i .aic'iupt io address some of Hie 
posi-suuctar nisi v rtli«ism and provided 
s.doable discussion ■nd insights on feminist 
:hcoi is'iie ,ukiI'fg.imsmg However.despite 
such iiii|soii.inuomributions these temuusis 
otten "ay .he price ol theoretical 
titconstsicncrev insolar as they do not take 
denial ot a o>h. am subject io its logical 
sotvlus i ii. Itisie.id they iinui dwir analysts 
to if.nliiple and shilling identities of die 
subject. What we mean by die jhovc is (hat. 
ttvo'is.iinms whichconstdet mchiplicity ax 
a splintered unity, in effect, often retract 
Irom drawing the consequences id dccemriag 
the subject in terms of multiple and shifting 
identities. We exemplify tins contention toy 
the following 

Fiascr and Nicholson argue that post- 
modertnsm need not demand elimination of 
all thcoiy According to them the key ts to 
identify the type ot theorising which ae 
tnunical to esscniialixm Thu* they say 
"theorising which is explicitly historical, 
that is. which situates its. categories wtChm 
historical frameworks less easily mines th 
cUagcrs of lain' genendtxattom (has doc* 
theonsing which does not" t 1990 V) They 
also add that Post modem-lemouu theory 
would dispense with the idea ot a subject 
ol history. It would replace unitary oaUoat 
ol woman and a femame gender idmtHy 
with plural and complexly cowrtraxied 
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conception! of social identity treating gender 
as one relevant strand among others, 
attending also class, race, ethnicity, age and 
sexual orientation (1990:351. Fraser and 
Nicholson also point to the usefulness of 
such theorisation on feminist practice. They 
say: 

Such practice is increasingly a matter of 
alliances rather than one unity around a 
universally shared interest or identity. It 
recognises that the diversity of women's 
needs snd experiences means that no tingle 
solution, on issues like child care, social 
security, and housing, can be adequate for 
all. Thu* the underlying premise of this 
practice is that, while some women share 
some common interests and face some 
common enemies, such commonalities are 
by no means universal: rather they are 
interlaced with differences, even with 
conflicts. This, then is a practice made up 
of a patchwork of overlapping alliances, not 
one circumscrihable by an essential 
definition. One might best speak of it in the 
plural practice of feminisms (1990:35). 

While their framework is able to evade 
some of the criticisms levelled against 
socialist feminist theories, they do this at the 
cost of theoretical inconsistencies. They 
recognise that women havcdiffcrcnt interests 
due to the diversity of women's experience. 
However, the questions about where the 
auegory woman gets its meaning, remain 
undarifted in their theorisation. To that 
extent, they make an unproblematic use of 
the category woman' even while arguing 
or plural conception of social identities. 
This, insofar as they do not proMcmatisc 
the 'meaning' of the category ‘woman* they 
loo in the final instance, give meaning 10 
their category on the basis of gender 
differentiation. Indeed it is this a priori 
nrmulation of the category women that gives 
i stability, unity and coherence to the unstable 
-onccpt of woman that they formulate. The 
instable formulation of the category woman 
s proposed and used by Fraser and Nicholson 
n their analysis to overcome the post- 
structuraiist objection to the notion of the 
ubject. i e. the use of category woman as 
coherent female identity to analyse the 
auseof women's oppression and suggested 
radices to overcome il. However, their 
wit formulation does not live up lo the 
rrteria through which they criticise others, 
inoe their formulation of women os “plural 
nd complexly constructed conceptions of 
octal identity” too has a a priori c oher ence 
nd unity to it. which thus can be critiqued 
i faradrikmatisi in esaence leading to 
xc lu s i mwy p r ac t ic es (see Butler's critique 
the c a t eg ory women). Indeed it is this ‘a 
riorf cohe r e n c e and stability given to the 
Mcept of woman that allows the authors 
mem women as subjects wide different 
terms, in spite of their d eclaration to 
ft spenae with die idea of a aubject". We 


fully appreciate the moral impulse that leads 
these authors to retain a coherent and unified 
subject under the overarching term 'woman', 
but they realise il at the loss of theoretical 
consistencies. Some others who can also be 
critiqued for similar inconsistencies are 
writers like Di Stefano (1990). 

Others have deconstructed the concept 
woman but have argued the need to use it 
strategically (Spivak G, quoted by Butler 
1990:325). Spivak (1990:109) has suggested 
that feminists ha ve to be strategic essentiolisu 
by using the irreducible moment of 
essentialism as pan of one’s strategy. In our 
opinion the use of strategic essentialism 
posits some important questions. In the find 
place, there is a question of who this 
anonymous user of strategic essentialism is 
going to he. Secondly, such a formulation 
then gives ultimate authority to the person 
using the concept to use it in a way s/he may 
want to. Under the rubric of strategy, it 
recreates totalising moments at the level of 
strategic players. Strategic esscntinlising, 
trying to critique the subject. restores a much 
more stable, calculating and self-assured 
subject as the player of the strategy. Indeed, 
any advocacy lor the strategic use of concept 
woman presupposes an object i float ion ol die 
subject by a supposedly objective subject 
(having an attribute of the subject huving 
total mastery and calculability). thus denying 
the social processes which essentially 
mediates any construction. 

In our view, any theoretical articulation 
of emancipatory politics needs a notion of 
'agency' or a 'meaningfully acting subject*. 
A discourse analysts with emancipatory 
interest cannot do away with a notion ol 
agency, which it tries to empower and 
emancipate. However, this very interest in 
emancipatory praxis motivates us to 
undertake the critique of a unified subject. 
The question that then confronts us is, how 
do we reconcile the above two contradictory 
impulses. To he able hi do this, we work 
with the notion of a unified subject, but 
decentrc il, without granting it any 
foundatkmalist status in our political practice. 

The critique of totality is fash ionabic today. 
It is also true that lias critique of totalisation 
is motivated by emancipatory praxis, because 
totalisation leads to exclusionary practices. 
It excludes the non-identical particular. 
However, we should not ignore the ethical 
impu lse b ehind such totalisation. The concept 
of totality is expeeted to bring the contingent 
and splintered particular in to an un-coerced 
unity. This is required lo preserve the isolated 
particulars from dependency and Monymdy 
and to strengthen them with solidarity and 
autonomy. However, today we know that, 
this emwwpatory gesture undertaken by 
totalisation is prefused with coercion. But 
s critique of totalisation shook) oof push us 
behind the normative concerns already 
articulated by (he concept of totality. So our 


tiu& Is not id splinter ah totalities to a 
chtpm ton of patticufan, throwing the Uoer 
to the vagaries of their fide; but to displace 
it from the centre of Our emancipatory 
practice. This is important, because theobject 
domain of our study contains emancipatory 
theories which makes totalising claims. Our 
intention is not to demand that these theories 
do away with the concept of totality. They 
are what they are because of their totalising 
claims. Our task is to chart out an effective 
way of intervening into their terrain without 
making yet another totalising claim. 
However, if we deny ourselves the concept 
of totality by expunging it from our 
theoretical framework, we would deny 
ourselves access lo the politics of the most 
crucial operation of those discourses wc 
attempt to study. Wc would thus like to work 
with ihc concept of totality, i c, a notion of 
unified subject but displace their effect from 
our political practice. This we do by granting 
the unified subject an ‘imaginary’ existence. 
Il is Ih this way that wc would like to 
reconcile the critique of the subject with 
emancipatory politics which necdsacoberent 
conscious subject agency. - 

Wc would argue that strategic essentialism 
t i c. use of the category woman strategically) 
can he deployed, without having the political 
implications mentioned earlier, by not 
granting or denying Ihc anonymous user a 
mastery over its use. In other words, only 
by throwing its user in to on uncertain, 
unstable terrain, thereby destabilising the 
user, can wc weaken the impact of any 
exclusionary implications that any 
strategically deployed formulation of the 
category woman may have on political 
practice. This can be done by grunting the 
totality 'woman', an imaginary dimension. 

This idea of ‘imaginary’ is used by 
Chandra Mohonty. too vcrcomc iheessentia- 
lism that any idea of totality may posit. 
Chandra Mohamy. a US-based scholar of 
Indian origin, gives ‘third world women’ an 
imaginary status. Mohamy critiques western 
feminists for objectifying third world 
women in llteir quest for seeking to uncover 
the universality of women's subordination. 
She states that “besides being normed on 
white, western tread progressive/modemy 
non-westem (read bfckward/traditJonal) 
hierarchy, these analyses’’(i e. by western 
feminists) “freeze third world women in 
time, space, and history*’[Mohamy 1991:6). 
Mohanty also street that "These a rg u men ts 
are not against generalisation at much as 
they are for careful, historically specific 
generalisations responsive to complex 
situations" (1991.69), Thus at such, rite 
does not a priori negate the possibility of 
any cross cultural theorising. M oha n ty 
(1991) also accepts that thrid worid w om en 
do not contiwic any automatic unitary group 
(g7).andargumforanimagiairi mmamnlty 
of third world oppaaMenal str a gg ia s . She 
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say# “The idea of Imagined community fa 
useful beesuse ft leads vs away from 
essentiaHst notions of tMtd world feminist 
itruaglet, kuggesting political rather than 
biological of cultural bases for alliances. 
Thus It Is not colouror sex which constructs 
the ground for these struggles. Rather, it 
is the way we think about race, class and 
gender - the political links we make among 
and between struggles” (emphasis mine) 
<p4). 

By giving third world women sn imaginary 
status. Mohanty denies the category third 
world women a foundational status through 
which political struggles are organised. 
Instead the category third world women is 
discursively organised through common 
contexts of oppositional struggles. The 
moment of totalisation, i e. conception of 
third world women, no more determines the 
political practice, that is. it is dented any 
foundational status. Mohanty thus manages 
to steer away from the charge of being a 
foundattonalist and at the same time retains 
the concept ot a meaningful agency. 

Laclau and Mnuffe (1985) develop the 
idea of imaginary still further in relation to 
the notion of subject. Different theories have 
related with the idea of society in different 
ways. Society, it is argued, is a group of 
people living in particular territory and 
subject to common political authority. 
Foucault argues that one of ihc discoveries 
of political thought at the end of I Mih century 
was the idea of society. The idea <>l society 
meant that ■'government not only deals with 
a territory, with u domain, and with its 
subjects, but that it also has to deal with its 
complex and independent reality that has its 
own laws and mechanisms ot reaction, its 
regulation as well as its possibility ot 
disturbances. This new reality is society" 
(1984:242). In other words, after the end of 
' 18th century, society was understood as self- 
regulating and self-disciplining. This shift 
in thinking also meant that society could be 
manipulated if one can reflect upon its 
specific 'characteristics’, ’constants’ and 
‘variables*. It ia this understanding reflected 
in the idea of ’society’ os a totality thsr was 
appropriated by the emancipatory politics, 
tor emancipatory purposes. Thus, the liberal 
as also Marxist preoccupation with the idea 
of society as totality, through which, it 
believed links in the local could he made. 
Marxism thus thought Una these 'laws of 
governing’ of the society couki be found out 
through analysts of thistotality called society, 
which then could be manipulated and 
mastered by emancipatory politics for 
e ma ncipatory purposes U is in this mode 
of thinking atom society, that emancipatory 
politics gave 'totality’ or society a founding 
function in organisation of polities. 

LadauandMooffet I98J>« theiraOelysi* 
do away with the conception of society as 
* founding totality of its partial processes. 


They argue that social itself has no essence 
but is discurrively produced. They thus do 
away with any essentialist ^rpraach to 
society and social relations. It is discursive 
structure that constitute* and organises 
society and social relations. This discursive 
structural formation is seen by them as 
ensemble of differential positions in a 
Sauuureao seme. The differential dements 
in the language (structure) enter into an 
articulatory relation with each other in a 
practice of articulation, ft is in the articulatory 
relation that element* become moments from 
which discourses emerge. Laciau and Mouffe 
call this structured totality or unity. resulting 
from the practice of articulation as discourse. 1 

They further argue that this transformation 
of elements into moments* is never complete. 
In every discursive situation there exists a 
‘surplus of meaning’ (elements in language) 
which subverts the very discourse it 
constitutes. This they call at Held of 
discursivity (pill). This (however) means 
that ultimate fixity of meaning irimpossibie, 
that is the transition from elements to 
moments is never complete. Thus discursive 
Formation for them is never a sutured totality 
(p 107). But. they argue, that there is a partial 
fixation of meaning at any given point of 
time. Every discourse is an attempt to 
dominate the field of discursivity. to arrest 
the flow of differences to construct a centre. 
These privileged discursive points of this 
partial fixation is what they call as nodal 
points ip 112) 

The nodal points give meaning and 
coherence io any com mu meal ion which in 
itself has an impermanent content Thus for 
them, "practice of articulation, therefore, 
consists in the construction of nodal points 
which partially fix meaning: and the partial 
character ot this fixation proceeds from the 
openness of the social, a result, in its turn, 
of the constant overflowing of every 
discourse hy the infinitude of the field or 
discursivity" (p 113). In other words, 
discourse is an attempt to fix a centre to a 
circumscribed field, hut tins very operation 
adds something to the field and throws it 
open. From this wc suggest that for Laclau 
and Mouffe. 'social' refers to an articulation 
existing at an imaginary level. 

As opposed to a view of subject as a unity 
and homogeneous ensemble of its positions, 
they use the category subject in the sense 
of subject positions within s discursive 
structure. Thus, the subject for them is not 
the origin of social reiatioos even in a timiled 
way since any experience of the subject 
depends on precise discursive conditions 
that makes experience poatitote. Since every 
subject position is a discursive position, 
various subject po si ti o n s mania dispersod 
in regard* to each other. Thus there it no 
predetermined ratarion of one wbject post- 
How tothe a nothe r. Thesnbject is dts enr si re l y 
constituted end has a pre-discursive 


background. But this does not mean that 
nothing on be &k! tbout the con ce pt of 
subject We can show subject’s position in 
discursive practices and also the relation of 
one subject positian to another. Thus is spile 
of dispersion, which makes the stability or 
fixity of any subject position impossible, 
there exist* nodal points which gives partial 
fixity to the subject position. ‘Mao’ is one 
such nodal point through which social 
practices have been articulated. In the similar 
vein they ta lk about the subject of feminism 
At one level they reject the notion of a 
preconstitued category ‘women*. On the 
other hand they also maintain that the 
category ’woman' is produced in the field 
of dispersion of subject positions. They ’ 
argue that "Once female sex has cook to 
connote a feminine gender with specific 
characteristics,Ibis 'imaginaryrignjfieariaH' 
produces concrete effects ia the diverse 
social practice*" (emphasis mine) (p I 11V 
in other words they give the category gender 
an imaginary dimension partially fixed 
through what they call as nodal poiat. This 
theoretical manoeuvring then allows toon 
to use the category womeo whilst at theiamc 
time criticises the idea of an origiaai 
antagonism between men and women, 
constitutive of sexual division, without 
denying that in the various forms of the 
construction of femioioity, there is an effect 
of sexual division (p 118). in this way, 
Laclau and Mouffe are able to ove r c o me di r 


critique of the subject, and at the mato time 
are able to work with the aotioo of foe 


subject, by goring it sni m ag i i Mr y ca rs—c e . 

In our view, some important coaaequaacm 
follow front the analysis developed by Ladn 
and Mouffe for our putpoae: 

(*)The practice of articulation, whschconanas 
in the construction of aortal points which 
partially fix meaning aBows us toremia and 
work with me notion of a nseamngftd agency, 
while not granting it any foundational amass 
in articulation of any sito j c ct p os ition, g ive 
the fact that the field of diacanivtty forays 
subverts any discursive srtindation 
(b)By making ellpracticeedfoe—im.l arfoa 
and Mouffe make room for iffligfole 
articulation in every mom— of practic e . 
This ov erco me s the dichotomy bstu—i 
theory and practice: ic. n o n-d i s card vc bBad 
practice on one side and a theory trying to 
make it int clti gi b l e fe n m outs id e. 'ThbLedeu 
and Mouffe find d isc ours e ev e q rufo—. 
<c> Since all practices an di - t e a . 


way to practise a* if from 
; of die i 
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themselves are implicated in the druggie. 
They too comect to gain acceu to the 
imagined centre of the field of articulation!. 
However, that to which they druggie for it 
an imaginary centre. This makes their 
struggle a game. It also means that 
vanguaidist positioning of the theory is a 
structural impossibility. 

<e> Theories will not be judged by how much 
of the sods! totality they illuminate because 
no such totality exists, but by what effect 
they produced in the unsaturated terrain of 
discursive practices 

Ladau and Mouffe's analysts o v ertomes 
thecritfc|ueof the subject without suggesting 
the death of the subject. As we have argued 
earlier, strategic esscntialism, not leading to 
exclusionary practices is only possible if we 
consider the strategically articulating user of 
the category women as destabilised subject. 
Ladau and Mouffe’s framework allows us 
to consider the strategically articulating user 
of the category women as a destabilised 
subject 

So far we have looked at the feminist 
emancipatory trajectory, the accompanying 
tensions of exdusion and inclusion in the 
usage of the category woman, the search for 
a common bond for the struggle and the 
articulation of difference. Wc have argued 
that this tension can be overcome, by treating 
the category woman ax an imaginary 
category. By treating the category woman 
as an imaginary category we allow for the 
different articulations around the category 
woman. This means that struggles and 
contestations over meaning of the category 
woman are over this imaginary woman. 
Indeed, iR the final instance, wc argue that, 
it is because this imaginary woman is taken 
as a real woman that struggles over 
representation over l he category woman have 
divisive and sectarian effects in the feminist 
politics. 

Next wc will examine the implications of 
treating the category woman as an imaginary 
category for feminist practice. In particular 
we will explore iu implications on notions 
of emancipation. 

Powt-a, EswowKXktKNT. Emancipation 
and Emancipations 

The concept of power can be most 
commonly associated with the capability to 
achieve something. Classical Marxists have 
always associated power with asymmetry, 
ie. in a flddof domination and subordination. 
Power is thought to he umdimeraional and 
unidirectional, i e. its Dew is always thought 
to be from dominant to dominated. Power 
operates through ideological distortions. In 
this perspective, power works to distort 
knowledge in the interest of the dominant. 
This discourse thus regards power in a 
negative sense, that is power to repress. 
Power operates in a centralised and linear 


way. The notion of 'emandpatioo' world 
with the notion of “what ought to be”, t e. 
an ideal state to be reached. 

All emancipatory theories have a normative 
fr am ework. Clasatcal emancipatory theories, 
like Marxism, have nations of equality and 
symmetry In their normative framework. 
Within this framework, then empowerment 
means working towards this symmetrical 
relation. Thus within this framework, notions 
of empowerment work towards redistribution 
of power, i e, the attaining of certain 
equilibrium and symmetry. In other words, 
within this discourse, ‘empowerment' means 
either giving ‘more power' to dominated or 
taking off the power of the dominant ho as 
to attain this symmetry. Whether the notion 
of power is instantiated in the rhetoric of 
repression or instantiated within the 
framework of empowerment, i c. attaining 
of symmetry, power can operate only within 
an asymmetric relationship. The normative 
framework of these theories assumes thatut 
the level of symmetry, there will he equal 
power for everyone, ie, power will he a zero 
sum game. 

In our view, this normative framework ttr 
itself offers us a negative notion of power 
since in an ideal condition it is assumed (hat 
power is cither dissolved or neutralised. 
Such an understanding of power, then cannot 
handle a radical notion of diflcrcncc since, 
every difference is in the fmal instance 
subsumed under the notion ol symmetry. 
Thus, here difference is granted only within 
an identity. Ill our view, this logic ol identity 
actually suppresses and tiemes dillcrcncc. 
since all dtfleretkv is m the Una! instance 
bought into ultimate unity and neutralised. 
Thus such a notion ol power cannot give 
aprimontta! status to the logic of dtlfcrence. 
A radical notion of difference means 
understanding difference us irreducible 
particularity of entities in other words 
difference as indivisible and inexhaustible. 
In the context of our discussion on the 
category 'woman' in the earlier pan of this 
article wc have seen the dangers of exclusion 
and suppression which accompany any 
attempt to reduce difference into unity and 
identity. In the light of this emancipatory 
practice needs to work with a radical notion 
of difference articulated above. Needless to 
say. such a perspective then needs a radically 
different notion of power as also of 
emancipation. 

To develop such a perspective, wc will 
thscuss the perspe ct ives on power provided 
by Gramsd and Foucault. Gramsd uses the 
concept of hegemony to discuss theoperation 
of power, instead of one contradiction, 
Gramxci argues that there are multiple 
contradjctrom and antagonisms »the soetely. 
He uses the concept of hegemony to show 
how power operates through these plurality 
of antagonisms and multiple social agents. 
Gramsd using the concept of hegemony 


shows that power operates through the 
consent of the opp resse d through a whole 
nmge of the ideological field of culture. The 
conception of hegemony makes power 
dependent upon a mutual recognition; i e, 
consent cannot always he a fabricated notion. 
In other words, power does not work through 
crude coercion. It needs an agreement 
between social agents. Further, by arguing 
that hegemony works through culture, 
Gramsd opens up a struggle for cultural 
stakes. This, leads to the following 
co n seque n ces: 

(a) This formulation then argues for 
localisation of struggle since struggle has to 
he fought on concrete terrain of cultural 
representations. 

(b) Hegemony calls for localisation of theory 
as no meta theory can tdl us how to conduct 
localised struggles over cultural 
representations. Gramsci thus develops a 
new understanding of an intellectual and the 
role he/shc plays in the construction of any 
struggle. 

(c> Hegemony refers toa notion of dispersed 
power instead of centralised power, since 
’culture' in itself is vast complex terrain, 
likened to a system of symbols which enable 
us to give meaning to our life. 

The above consequences. viz. localisation 
of theory, localisation of struggle and 
dispersion of power shows that Gramsci 
attempts to give 'difference' some centrality 
within his overall perspective of straggle. 
However, this radically of Gramsd too has 
its limits, insofar as he too argues for a 
vanguard party ol proletariat who alone will 
he able to lead the revolution. Thus, although 
Gramsci gives a centrality todtiTerenoe within 
his overall struggle perspective, he too. in 
the final instance, docs not grant these 
struggles on autonomous existence as he 
argues that they he subsumed under the 
economic logic through which these different 
struggles retain their coherence. Thus 
although Gramsct works with a dispersed 
notion of power, he loo. in the final instance 
gives the working of power some kind of 
a centralised status through the notion of 
'revolution' to be led by proletariat. 
Gramsd' x normati ve framework loo provides 
us with a logic nf symmetry which in actuality 
suppresses thcdiffercncc. insofar a* (heclas* j 
identity in the last instance suhaumes all 
other identities in this moment of symmetry. 

Foucault, a more recent thinker of our 
century, rathcalisea the nation of power and 
goes far beyond the insights provided by 
Gramsd. Foucault too through his analysis 
argues for localisation of struggle, 
localisation of theory and a dispersed notion 
of power. For Foucault, power operates in 
a dispersed fashion through discourses 
Discourses arc an effect of power. However, 
in spite of throe above similarities, there arc 
inipnrtansdiOcroncos between theiranaiysis 
A cractai shift occurs when Foucauk changes 
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bis locus at criticism from culture to 
discourse, Owned works with dispersed 
notion of power, through the concept of 
culture and remains within the fram ework 
of ideology. Thus he cannot make s crucial 
shift » discourse and its relation to power. 
Through this shift Foucault is truly able to 
radicalise dtp concept of power. Oramsci 
builds up a power-culture network. Thus for 
Gfamsci, power works by consent. For 
Foucault, power works by‘truth*. He argues 
"power must be analysed as something which 
circulates, or rather as something which only 
functions in the form of a chain. It is never 
localised here and there, never in anybody's 
hands never appropriated as commodity or 
piece of wealth. Power is employed and 
exercised through a net-like organisation’’ 
(1980a;98). Foucault thus presents us with 
a notion of power as isolated dispersion 
effects which cannot be bought under unity. 

One of the criticisms made against 
Ftocaultian notion of power is that, since, 
power i> radically dispersed, it cannot hope 
to be organised. Such a notion of power thus 
cannot explain how power gets to be 
organised: how it becomes a locus for 
domination: how it has an effect of 
domination. His argument that power acts 
in highly dispersed fashion, does not allow 
Mm to demonstrate the micro-macro effect 
of power. Here we turn to Laclau and Mouffe. 
who, in our opinion, white retaining the 
insights of Foucault, ore still able to account 
the micro-macro effects of power. They in 
their theorisation combine the radicality of 
Foucault with that of Gramsci and ore yet 
aMc to overcome some of the pitfalls and 
weaknesses in their formulations. Laclau 
and Mouffe arc thus able to build up a 
perspective of emancipatory practice which 
brings together a radical notion of power and 
a radical nation of dilfcrcnce. They do this 
by developing on Gramsci 'x notion of 
hegemony and Foucault's use of discourse. 

Laclau and Mouffe (1983) develop the 
Granucian nation of hegemony further. They 
argue that in Marxist political practice, the 
class identities maintain a hegemonic identity 
over Ml other subject identities. They bring 
in the notion of ‘hegemony’ to show how 
this h ege monic identity is maintained. They 
trace the genealogy of the concept of 
hegemony in the Marxist discourse and argue 
that the Marxist discourse offers two 
co n cept ion s of hegemony - viz, democratic 
and authoritarian. They argue that the logic 
of hegemony demands that working class 

class ghetto and tra n sfo rm itself into the 
articulator of multiplicity of antagonisms 
snd demands, stretching beyond itself. This, 
they catiaademocntic practice oThegemony. 
In the Gramadan formulation of hegemony, 
democratic practice ofhegefflonyta ke s plac e 
through die practice of articulation and 
in s o fa r at Orernsd argued that the working 


dess can becomea learhngclass to the extent 
It succeeds in gaining the consent of the 
broad p easa nt masses. In this sense, dass 
h eg em o ny Uaconiiagcnt result ofh cgcm onic 
articulations not guaranteed by any law in 
history. TMs formulation recognises that 
diverse social elements have a merely 
relational identity, hegemony being achieved 
through articulatory practices. 

As we have seen for Laclau and Mouffe, 
the ‘structured totality’ resulting from the 
practice of articulation is discourse. Here 
Laclau and Mouffe depart from Foucault, 
while maintaining the essence of Foucault's 
radicality. From this notion of discourse, 
Laclau and Mouffe argue that there can be 
no distinction between the discursive 
practices and non-discursi ve practices. They 
critique Foucault for making such a 
distinction (1983:107). They thus connect 
the emergence of h ege mo n y with discourse 
through articulatory practices, that is "a field 
where the ‘elements' have not crystallised 
into moments’’ (1983:134). They argue, "it 
is because hegemony supposes the 
incomplete and open character of the social, 
thru it can take place only in a field dominated 
by articulatory practices" (1983:134). It is 
in this condition for the emergence of 
hegemony, that Laclau and Mouffe find the 
possibility fora radical democratic practice 
of hegemony, that goes beyond Gramsci an 
formulation of democratic practice of 
hegemony. They call this notion of radical 
democratic practice of hegemony as "Radical 
Democracy', which then stands for radical 
emancipatory practice. MoufTe 11988). uses 
Gramsci’s principle of ’expansive 
hegemony' and argues that an expansive 
hegemony links demands by diflercnt groups 
with all other democratic struggles to 
establish a chain of equivalence. She states: 


the wider the etui* of equivalence, the wider 
the democmixation of society and the wider 
the cuitectivc wills to be built on that basis. 
Then it would be unthinkable for workers 
to fight for their rights only and not. at the 
same time, for the rights of gays and women. 
It is important to reiterate that what makes 
a struggle democratic is sot where it comes 
from but the way it is articulated with the 
other democratic straggles. Yet such an 
expansive hegemony must respect the 
autonomy and specificity of the demands of 
different groups. It is not joat a matter of 
saying that all tboee demandi are impli cit 
in the de m an ds of the working dess: that 
once the working den cornea to power, 
racial^ mutt, aid fendtr cofrtredictktts wiH 
disappear {Mouffe t98t:l03). 


The above formulation by Laciau and 
Mouffe achieves the fotiowiag tenths from 
the point of view of our discussion on power. 


(a)Ftrwer works through discourses. It does 


multiplication of political spaces, rower ca n 
never be a aero sum game. 

(b) Power e i nana tesmditairstveaft iculati o n i 
and thus there cannot be a priori 
understanding of power as libcnlory or 
repressive. 

(c) In this understanding of power, 
empowerment ceases to be a simple 
redistribution of power or taking off die 
power from the oppressor. The notion of 
em p o w e rm ent as ‘power’ leading us to 
symmetry is given up. 

(d) The concept of radical democracy is UMe 
to provide a normative fram ewor k which 
enables an emancipatory practice. At the 
same time, it hast radical notion ofdifferenoe 
at the cote of its practice. 

(e) The normative framework of radical 
democracy grants difference a p ri mordial 
status inits practice. It untten ta ndt dif fe r ence 
as irredudbie, where each plunlhy of identity 
finds within itself a principle for its own 
valkfity. 

All this then means that the notion of 
emancipation undergoes a radical change. 
We can no more talk of an ‘emancipation*. 
Instead, we have to talk of the different 
fonns of’ ema n c ipa ti ons'.This positioa thus 
argues that there can be no’one' privileged 
straggle, no single origin to all forms of 
domination. It argues against any creation 
of hierarchy of struggles, in other words, it 
argues for a radical nation of emanripetinn 
which has the politics of difference * its 


core. 


The radical notion of emancipation with 
the politics of difference at its ewe thus 
assumes important implications for a 
feminist practice. The category ‘woman’ 
acting as an imaginary one is arikuhaed as 
'fragmentary wholes’ through p ra ctice s of 
amculmon- The ’imfjaary woman’ acts as 
a horizon to these fragmentary wholes. This 
does not mem that we can predetermine Ibc 
direction in which this imaginary would 


operate. In other words, the ‘f ragmenta ry 
wholes’ around the category ‘woman’ am 
discursively organised through practices of 
articulation. It is in atticulWoo that dm 
discursively organised category ‘woman’ 
gets its character. Feminism would thus exiat 
in multipie forms dependtog upon the way 
in which the antagonism around the categnpr 
.‘woman’ is di s cur si ve l y constituted. TMs 
would meaa a ptiaral practice of frminitw. 
ie. plurality of discursive forms of 


subordination. In other words, we cauM 
now think of different forms of wnamn's 


emancipations instead of women’s 

So for the attempt has been te develop a 
concep tu al fram ewo r k which wiH give the 
politics of di ffe re nce a ce nt r a l place ie 
feminist prac tic e In the procere see have 


There is the* a ditpenion of p o w er and 


of rlnancipution (here feminist denies) on 
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emancipatory practice. Instead we argue that 
as NS Mi, women's movement and feminist 
emancipatory practice can be understood as 
a discursive practice, i e, we make a room 
tor intelligible articulation in every moment 
of practice. In this way the dichotomy 
between theory and practice is overcome. 
This makes any vanguardist positioning of 
theory a structural impossibility. However, 
theories still contest to gain an access to the 
imagined centre of the field of articulations. 
This makes their struggle a game since what 
they struggle for is an imaginary centre. 
Feminist theories struggle and contest the 
meaning of the imaginary centre 'woman'. 
It is because this 'imaginary woman' taken 
a 'real woman' that struggles over 
• representation of ihecategory ‘woman’ have 
divisive and sectarian effects in the feminist 
politics. 

Understanding the category 'woman' as 
an imaginary could open up a possibility of 
plural practice of feminism. By treating the 
category woman as an imaginary, we allow 
for different articulations around the cate¬ 
gory ‘woman’. These different articulations 
could be taken as plurality ot different forms 
of constructing an antagonism around 
women's subordination. These different 
articulations could on one hand he a basis 
for localised plural emancipatory struggles 
around the discursively organised category 
'woman' and on the other could lead us to 
a coalition politics thus creating a chain ot 
equivalence by linking different democratic 
struggles. In other words, it coukl lead to 
a plural practice of feminism, without 
suppressing the difference. 

Ill 

‘Woman' of Women’s Movement 
in India 

Discourse or- Nationalism and 

PotmrtsATKJN of Women's Question 

A Rt 300 fine was levied Tor the insult 
to the national flag while a Rs 50 fine was 
thought sufficient for molesting a dalit 
woman. This was in the early 1970s. A 
comparison between these two court 
decisions is symbolic of the ironical relation 
‘nationalism' has with the different groups, 
daises, castes in the country, namely, the 
dalits, women, adivasis. peasants and all 
those who are socially and economically 
disadvantaged. Nehru, India’s first prime 
minister recounts in his memoirs of freedom 
straggle: 

Often at I wandered from meeting to 
mectiag... a great roar of welc ome would 
greet me: Bharat Mata Ki Jai - Victory to 
Mote lethal I wodd ask them uacxpeciedty 
what they meant by that cry, who was this 
Bharat Mata, Mother India, whose victory 
drey wasted? My qaettioa would amuse 
dwmaadseqprise ten, anddtea act knowing 


exactly what to answer, they would look at 
each other and at me. 1 persisted in my 
questioning. At last t vigorous Jat. wedded 
to the soil of I mmem orial generations would 
lay that it wu the dtuni. the good earth of 
India, what they meant What earth? Their 
particular village patch, or all the patches 
in the district or province, or in (he whole 
of India? And so question about answer 
went on. till they would ask me impatiently 
to tell them all about it. I would endeavour 
to do so and explain that India was all this 
that they had thought, but It was so much 
more... what counted ultimately wen: the 
people of India, people like them and me. 
who were spread out all over this vast land. 
Bharat Mata. Mother India, was essentially 
these million* of people, and victory to her 
meant victory to these people <pp 4K-49) 

The above utterance shows the wide gap 
existing around the perception of 'what is 
India’, between Nehru and the rural masses, 
i c. 'peasantry'. While for peasants in the 
meeting. India was symbolic of the soil on 
which they lived. Nchra constructed India 
as an ‘imagined community' 1 ' o| millions 
of people: people related to each other 
through this imaginary construct called 
'India' irrespective of their class, caste, 
ethnicity, gender, religion, etc. The above 
utterance gets its importance from the fact 
that it was uttered by Nehru. The views 
expressed hy him are representative ot the 
Indian National Congress'^ and the Indian' 
government which came to power on ihe eve 
of independence in August 1947. We thus 
treat nationalism as a discourse which 
attempted in build up a specific construction 
of India. 

On the eve of independence, however. 
India as a political construct and un 
'imaginary community'of people was being 
challenged from various sides. Other 
movements were challenging the nationalist 
ideal. These were the movements by low 
castes, adivasis. dalits. peasants, etc. who 
defined themselves in ways contradictory 
and even in opposition to those of Ihe national 
movement. The coherent narrative that the 
nationalists had sought to build up around 
this imagined community, 'India' was 
challenged by the counter narrative* of these 
movements. India thus remained fragmented 
from inside. This fragmentation continues 
to date. 

The creation of an 'imagined community’ 
by the nationalists had tojse accompanied 
by a sense of history for Otis community. 
Thus the past was selectively reconstituted 
so ai to shape a n ati onalist mniriotttnni 
This was also accompanied by the phase of 
Hindu revivalism and an attempt to const ruct 
an ‘Hindu’ identity centred around figures 
of Rama and Krishna, Annie mythologies, 
and Vedas were recalled in the process and 
a myth of Hindu golden age was recreated 
by the ntetaHeli. This Hindu golden age 
w a s trans f or m e d i nto Aryan golden age whres 


men were free, brave, vigorous, fearieu, 
noble and deeply spiritual; and the women 
were teamed, free, and highly cultured, 
preferring spiritual upliftmem to the pursuit 
of mere riches. The Women’s question 
acquired a new dimension In the nationalist 
discourse since the nation’s identity, lay in 
its culture and specifically in Its womanhood. 
Thus a selective construction of the past also 
established contexts for particular 
constructions of womanhood based on high 
caste women. Indian women became a 
combination of the spiritual Maitreyi, the 
teamed Gargi. the suffering Sita. the faithful 
Savitri and the heroic Lakshmibai 
[Chukravarty U 1989:46], It is within this 
framework of ‘transformed womanhood' that 
women took part in the independence 
movement, and organised themselves 
politically. In other words, the notionalist 
discourse brought women out of their homes 
and was symbolic of the women's movement 
(luring prc-indcpcndcnce times. However, 
this is a story of the discourse of nationalism 
and its implications for women's movement. 

There were movements of low castes, 
peasants and adivasis who built up 
countcmarrali ves hr the nationalist narrative. 
Jyotiha Phule is taken to be the founding 
father of not only dalit and anti-caste 
movement in India but as also the founder 
ot (he women’s movement in Maharashtra. 
He took as his goal the liberation of the 
'shudras' (peasant castes) and ‘atishudras* 
(untouchables or dalits) from the slavery of 
brahmanism. To him. the Indian National 
Congress was only a propaganda organ of 
the brahmans. He asked the question: how 
could India, so divided by caste and language, 
with its people so enthralled in superstition, 
he considered a nation? | quoted in Omvetfc. 
1993:14). His writings were focused on the 
liberation of the dalits. the peasantry and 
women. Phulc's liberalory theory reversed 
the Aryan theory and gave a version of 
history in which aggression, violence and 
conquest played a major role. His works 
drew on non-Aryan identity and regional, 
adivasi and peasant heroes as opposed to the 
nationalist narrative which fed on the Aryan 
identity (Omvcdt 1993:14-15]. Photo's 
movement challenged the caste hierarchy, 
and in the process also challenged women's 
enslavement, since women were considered 
as atishudras (in par with dalits), within the 
caste hierarchy and denied any rights. The 
Satyashodhak Samqj, an organisation 
established by Phule founded the first 
school for girls and untoochaMes, as also 
organised marriages without priests, widow 
remarriage, etc. Phuie’s anti-caste 
movement developed an image of 
womanhood based on the identities and 
symbols of low caste dalits and peasants 
Within this aUcrnadvc fr am ework women 
restated their oppression and de vel o ped » 
new seif identity. 


THie fndian communist movement, 
although an aftomatlve to the nadonatUt 
movement. Interpreted the daKt movement 
as the agency of the British. It ignored the 
question of caste dominance as well as the 
issue of women* s subordination by dedaring 
that the main contradiction was imperialism. 
They called for a socialist version of 
independence, viz, the independence of 
workers and peasants. However, taking off 
from classical marxist position, they argued 
that socialism could only be built on the 
basis of mature capitalist industrialisation, 
^abour meant factory based wage labour 
not to be confused with peasant toil and 
traduction. Thus the 'proletariat' was to 
be the vanguard class who led a transition 
to socialism. From this it followed that 
socialism could follow only after necessary 
stages of national independence and 
industrialisation were achieved fOmvedt 
1993:16]. In this way the communists 
remained very much within the framework 
of 'nationalism* in its politics. Nehru's 
imagined community of ‘people' was 
challenged only to he replaced hy the 
'people', qualified by class. The dimensions 
of caste, gender, language, ethnicity were 
ignored from the communist discourse on 
independence. 

The overall communist response cun he 
best summed up by quoting ihc response ol 
a communist leader. Tara Reddy, on one ol 
the militant struggles, famous as the 'Warii 
uprising in Thana'. where i he mafor quest n >ns 
involved in the uprising were bonded labour 
and sexual exploitation ol the women hy the 
landlords. Reddy slates: “Warii women and 
iris participated in (he struggle in a big way 
along with their men. There was not much 
difference in the level ot political 
consciousness between men and women. 
But at that time woman's issue as a separate 
issue was not discussed. The question did 
not arise because the primary issue wds (hat 
of exploitation of adivasis. Women's issue 
as a separate issue was not discussed The 
women's problem was'not separated Irom 
the genera) exploitation. Class tvsuc was ihc 
main issue and women participated as pan 
of a class. Women’s issues and class issues 
lecame one at that level of exploitation" 
|Quoted in Sakttwna. I I9H6:WS-4K|. This 
is an' example of a typical communist 
response which seeks to subsume the 
questionx of identity around categories 
sthnkity (here, for example, it was anadivasi 
straggle) and gender under the category 
das*. However, within this limited left led 
ramework. lower class women, adivast 
vomen. peasant women fought against their 
sxploitatioo and in some cases forced Ihc 
tarty to lake cognisance of gender issues. 
, or example, life stories of women tn 
'dangana communist-kxi movement give 
i* an important glimpse into women’* 
nntcipnrion in these straggle* and what 


these straggle* meant to three wfomen {tee 
Sme Shakti Sanghatana I9B9J. 

Apart from the m ov em e n ts discussed 
above there were alto other movements on 
the eve of independence of India, which 
like Pbole challenged the nationalist 
conttrect‘India’. These were the movements 
by adivasis in different pans of the country 
as also the separatist movements of the 
adivasis in the north-east which later 
developed into full-fledged revolts against 
die state of 'India'. 

Today ‘India* is caught in die crossfire of 
communatism. caste riots, adivasi move¬ 
ments. anti-caste movements, separatist 
movements. The Hindu revivalist seeds 
within the discourse an nationalism has been 
built upon, co-opted and led by Hindu 
fundamentalist forces today. The Bharatiya 
Janata Pan y < B J P) is t tying to bui Id a narrati ve 
of ‘a Hindu nation’, there are also other 
counter narratives, whether from the rightist 
or leftist, reactionary or progressive forces, 
in Ihc form of either religious movements 
fighting for nationality status as in the states 
of Punjab and Kashmir, or language as in 
Assam or aJivusi identity as in the entire 
north-eastern states. The southern states of 
'India' are in constant struggle with ihc 
northern Delhi based domination and resist 
(he attempts ol New Delhi to impose Hindi 
as a national language. Language has been 
one ol the ina|or issue ol conflict, and 
dillcrcnt states lormcd on linguistic basis 
have slid not resolved the ‘border question’ 
amongst themselves. Tamil Nadu claims a 
distinct non-Aryan Tamil idcmiiy. 

The communist part y has undergone many 
splits to date. The politics ol these groups 
centres around 'capture ol state power', 
whether through parliamentary means or hy 
means ot armed revolution. Communist 
parties have undergone innumerable number 
of spins on the issue ot 'ihc correct line' and 
correct revolutionary' politics to achieve 
ihc goal of captured' stale power. Each party 
faction has accused the other ol being a 
‘revisionist’, ‘reformist’ and evert 
‘reactionary'. Even its most revolutionary 
faction, naxahles'. lormcd in early 1971k 
has already undergone innumerable splits 
and has now only a few pockets of influence 
inihe country. The orientation ofthe national 
communist pumes towards the women's 
question has changed marginally Today, 
the major communist part icx, have a women's 
wing as a mass organisation ol its party 
front. Some of the naxulitc factions and 
independent regional communist parties, 
apart from having women’s organisatina 
have also taken up gender issues in practice. 

The dalit movements have both up on the 
legacy of Phule and Amhcdkar. but they too 
remain fragmented. The adivasi movements, 
either t for the nghi to self 

determtaaMM nr fighting for independence 
from India' fact a bntu) repression from 
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the state of India. Farmer*’ mov e m ents 
fighting for fair price of their commodities 
have lately gained popular support in 
different part* of the country. H o wever they 
too remain fragmented tn their orientation 
and there are clear tpKu in their leadership. 
Further, the disillusionment of the left has 
ted many to form urban as also rural port- 
party mass organisations and voluntary 
organisations leading localised struggles of 
the poor oo various issues and commuted 
to building local leadership. 

Women, in ail these movements have 
participated and even led these movements 
in some cases. Women's groups formed by 
the mass organisations involved in these 
movements have taken up specifically gender 
issues in various degrees, viz. domestic 
violence, property rights, land rights, 
inheritance rights, etc. The democratic 
content in Garvfitian discourse of nationalism 
has been built upon by some and women’s 
organisations (eg, SEW A ) and relief homes 
have emerged. Many of the autonomous 
women’s groups were formed by women 
activists who left communist parlies in 
reaction to sexism within the leftist 
movement. These groups have vociferously 
taken up the issues of violence against women 
and have theorised on the women's 
oppression in the Indian context. While 
individual women in mass organisations or 
parlies have identified themselves ns 
feminists it is these autonomous women's 
groups which arc primarily identified today 
as feminist groups. The above existence of 
Uilicrem groups and women's involvement 
in various mass movements, viz. low caste, 
dalit. farmers, adivasis. etc. in rand and 
urban areas show ihjt there exist different 
perceptions on women suppression and on 
the ways to overcome ilv-rtc This tuts dto 
meant different articulations around the 
calegor. 'woman'. 

The above discussion, in (he first place 
shows that India is an ‘imaginary’ political 
construct, created through the discourse of 
nationalism. However, (his construct ha* 
been challenged Irom all side*. A* a resul t 
we see a fragmentation within the political 
processes and therefore also in the political 
options prescntcd.Thc context uiitseffcremes 
this fragmentation. In this fragmented 
context, we ask ‘is it possible to have ‘a’ 
feminism in 'indta'T. Indeed the different 
fragmented contexts of straggle sagpew so 
us that there can he no ‘one* feminism m 
the Indian’ context or one way of 
understanding or locating women’s 
oppression. Ttw* means that the enntext itarff 
suggests a nood for a plural expression of 
feminism around women's multiple 
oppression*, viz, data, caste, et hni c i ty , 
fcndcr.scxnai pr eferen ce, csctai s em e srgyS fc 
ihc diverse responses to the women's 
oppression and existence of ivtn group* 
reflect this plural reality ol women's 
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oppression. However, it appears that these 
different perceptions have not ted to a 
celebration of the plural practice offcminism. 
Instead it has led todivisiveneas and sectarian 
tendencies within the movement. Allegations 
of being a ’bourgeois feminist’ or ’radical 
feminist', ‘maraiu feminist’ and ‘socialist 
feminist’ ate hurled to denounce the other. 
In some ways, it points to the general malaise 
existing in the present mainstream Indian 
politics, which is being engulfed more and 
more by the politics of hatred, intolerance, 
and violence towards the other as is reflected 
in the rise of communalism. and regional 
chauvinism. 

Emm of Feminist Dimtxikses 

The Rani Sati Sarva Sangha (RSSS) an 
organisation campaigning for the celebration 
of sati practice decides to take a procession 
of men and women in defence of sati 
dharma. The procession has many women 
who chanted the slogan emphasising 
women’s militancy ‘hum Bharat ki nari hain. 
phool nahin. chingari hain’ (we the women 
of India are not flowers but fiery sparks). 
The procession also used the language of 
rights, slating that they should have the 
right, as Hindus and as women to commit, 
worship and propagate sail (Radha Kumar 
1993:174 (.The same slogan hailing women's 
power was also chanted by the crowd of 
women performing the kur seva 1 ' in 
Ayodhya. Vijaya Raje Scindia. a Bharatiya 
Janata Party (BJP) member of parliament 
(MP) publicly defended salt and staled that 
it is the fundamental right of all Hindu 
women to commit sati if they want to. 

The Rashtrascvika Samiti. a women’s wing 
of the RSS. a Hindu lumiaiia'maliM mass 
organisation having close links witH the 
BJP. publishes a woman's journal called 
■Jagnii'. In that, they critique Indian men 
for obstructing women's cutrv into politics. 
They stress the need to construct a new 
image oflndian women. They state "In order 
to attain the comprehensive development of 
women it is extremely important for them 
to he economically independent. So in order 
to ensure economic independence, they need 
reservation tu employment and they need 
women judges to conduct all cases related 
toxucb issues" ISarkur 1991:20021. Similarly 
the BJP mahila morcha deline the image of 
woman as 'main thakti’ (mother's power) 
whose strength is seen in sacrifice and (cars 
(Kapur ct aI I993:WS*39-42|. 

The above articulations around Ihc 
category 'woman' give us a glimpse ol the 
symbolic constructions of the category 
’woman’ by ihc communalist forces, viz. 
BJP. RSS, RSSS. These articulations have 
constituted the identity of Hindu woman as 
a powerful and economically independent 
woman as opposed to traditional identity of 
^ docile.dependeM and passive Hindu woman. 



Further (he symbols used by these 
aiticulatiofu.ie.woman’spoweror mother’s 
power snd economically Independent woman 
have been the symbols of the feminist 
movement in India, the above examples 
also show the appropriation of the militant 
feminist slogan 'hum Bharat ki nail hain. 
phul nahin, diingari hain’ by communalist 
forces. In short, we see that feminist 
discourses have been easily appropriated by 
communalist farces. 

Similar appropriations have been made by 
Rashtra Sevika Sangha which puts a kx of 
emphasis'on physical courage, strength and 
a trained hardened female body us opposed 
to a traditional image of the Hindu woman 
who is to he looked alter and defended by 
men in her life, viz, the father in the 
childhood, the husband alter her marriage 
and her son in her old age. The samiti 
publication puts this principle as 
‘Swasongrakashankahom nari ki samaj me 
adhik pralishlha hoti haT (a woman wlto is 
able to defend herself gets more status in 
the society) |Sarkar 1991:20611. The samiti 
women are trained and taught self-defence 
so as to be competent enough lo encounter 
doily forms ol sexual violence. Further the 
physical training programme in Rashtra 
Sevika Sangha hutkls up physical and mental 
strength which then allows the women to 
fight against their gender oppression m 
domestic and public spaces. Similarly they 
also construct a woman wlm is responsible 
and fearless, a woman citizen who knows 
her civic rights and duties, a woman who 
will he able to face up to offensive behaviour 
in the world outside | Sarkar T 1991: 20611. 

The above examples slmw that the Kaslttra 
Sevika Sanuha lias iven living to tmild a 
new e»i|mwenng sell-image lor tlie Hindu 
woman The discourse on new I limln woman 
in tael uses some oi tlie symbols ol the 
leniimsi movemem in India. For example, 
the feminist groups haw also stressed a new 
empowering self-image ot woman who 
challenges domestic violence or any sexual 
violence on her body.They have emphasised 
the need for sell-defence miming and some 
of the feminist groups have organised such 
worislmps. Indeed the new Hindu woman 
show-n on tlw cover page nl'Jajinii has much 
in comnmn with the new woman that the 
feminist movement in India is frying to hwild 
up. Sarkar (1991) notes lhai the Juyriii cover 
page shirws two helpless women against a 
Mack background, crouching in a helpless 
posture. Then out of this dark background, 
a young "grim faced woman" steps out on 
a radium part of the cover with uplifted head. 
The MxJy shows no sindur’or 'veil 'or even 
a’ hindi M She wears ehappats and her whole 
stance is aggressive (p 2062). 

The above dtuussum on the construct ions 
of new woman by the tem trust movement 
and its subsequent usage by ihccomtmmahxi 
forces is not hi soy that (be objectives anti 
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meaning be hin d both (be dUcpgmes at 
identical Indeed the foUowiBg luatemcnt fa 
&JP mahila morcha brings out the! 
differences with the feminist m o vement ’ 
India quite sharply. They argue "W 
conceptually differ from what»termed : 
the women’s liberation movement in th 
west. Wc require a sent of readjustment! 
the social and economic set up. N 
fundamental change in values is dcsirabk 
Women in India ever hod a pride of pluc 
within the household, and the society. Ttu 
hw only lo here-established and re-affirmed. 

This indeed argues against any kind o 
direct confrontation with the patriarchi 
power structures and values. Instead whs 
is argued for is ‘readjustment’. Thus wc r 
not suggest that the two discourses ar 
identical. However, what wc do .suggest ■ 
thul essentially speaking, no discourse : 
itscll is either progressive or reactionary 
Thus the discourses on new woman or o 
women's power or empowered sclf-ima / 
are by themselves neither progressive no 
reactionary- The meaning of any discount 
is fixed and given an ‘emancipatory tone c 
otherwise only in articulation. Hence wi 
find similar usage of symbols and eve 
language in the discourses of feminis 
movement and the commiinalist movemer 
in India. 

Wc alM> see a similar appntpnalkm i: 
feminist discourses by commercir 
companies and media to further the’ 
products. For instance, a TV advertisemer 
tor the sale of Duncan lea. says “There wa 
a lime, not long ago. when intelligence fn 
women was assumevl to mean knowing 
little embroidery, some cooking andenuug 
simple arithmetic to handle houschok 
accounts. Happily, it doesn't mean the sans 
today 'AdvehiscmcMsforhomeappliancc: 
like refrigerator, mixers, etc. sbov 
contrasting images of a tired and shahb' 
looking working woman us against simlin 
and a refreshed kxiking working wumat 
who points out that using these product 
has reduced thetr dotiMc burden of house 
work. :md hence implying that it leads It 
women's liberation. 

Both these advertisements use lb 
discourse ol ‘new woman' to sell then 
prttdueis. Indeed here uni wc find tb 
appropriation of the femirost discourse o 
new woman by advcnUersol ihecomtncreia 
products who in fact promote Mid give - 
new nKantng to the concept of ’housewife’ 
The feminist imk-vrtutkmof thedkathfeburdei 
of work i* used for a totally different, i r 
commercial purpose. Similarly we sec th 
usage ol feminist discourse on sexua 
liberation for the sponsorship of com¬ 
mercially Mild condoms. For example 
advertisements tw the condom. 'Kamtuutni 
are flushed with men and women shown u 
tight pusskmatc embrace empbasiiung ife 
sexual ptcwajrc which can he experienced 
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aae fetwwi mmti tne fee dbcoured af 
tuaf liberation for *ponaoring tu product. 
'* I* in direct contrail with the 
vertliemenu for g o ve rn m ent spons o red 
saply priced condom* which e mphasi s e 
i u*e of condom* for family planning. 
etc example* ihow how articulation* 
mod ‘woman' created by emancipatory 
'ecu are appropriated by father* who in 
: reek to objectify women. Further the 
rvedacuaahmhacihown the appropriation 
the diacoune of emancipation, liberation, 
uality. right to choice, economic 
lependence and new woman by project* 
itch have very little to do with the origin 
thoae diacoune*. There illustrate how 
courses get their meaning through 
ictiUtion*. Indeed, it it precisely for this 
mmi that discourses can be so easily 
jropriaied. 

Campaign against Rate 

die issue of rape i* considered one of the 
ist grotesque forms of mole violence. It 
1 also been a major issue, raised within 
men’s movement in India as well as 
:mst tonally. * In India this agitation began 
ely in 1980s, with a campaign against 
ice rape, when a young adivasi girl called 
Shura was raped by police constables in 
mlice station. The policemen were 
luilted by the sessions court, laier 
meted on an appeal m the high court, and 
ti re-acquiUcd by the Supreme Court on 
grounds that Mathura was u woman »l 
« character and thus could not he raped. 
. cote*! against this shocking judgment, 
open letter was sent hy four senior 
•yers against h hi Supreme Court til India 
■re they demanded a reopening oi ihc 
A Forum Against Rape (FARi was 
med (now called Forum Against 
mssion of Women (FAOWI in Bombay 
ich took up the task ol enlarging the 
npaign. This Forum wrote on March X. 
emotional Women's Day. there were 
eral demonstrations, exhibitions, street 
y%. in protest against the judgment and 
;ing for a retrial thru vmr in various pans 
ndia. via. Bombay. Delhi. Nagpur. Pune, 
medahad. Bangalore. Hyderabad, etc. In 
mbay and Delhi, joint action committees 
feminist groups and socialist and 
wnunitu party rnmts. mainly students, 
re formed la co-ordinate the campaign, 
wever. this co-ordinated action through 
mux part* of India could not he main- 
ted over time. Co-ordination among the 
■ gro ups with the cities were retained 
re at formal level than at thcco-ordinaied 
nt action level, with the growing 
Terence* among the groups around the 
ilywsnf women’s oppression and violence 
•mat women. 

*r many groups the question of violence 
ibw women wa* articulated morcin term* 


of nodal issue. ie,asacrime soda viotai ion 
of women** honour. For example in 1901. 
the National Federation of IndUn Women 
(NFIW), Comm u ni s t Pany of India’s (CPI) 
women's front, staled: Today, it hat become 
an urgent task of the gover nm ent to take 
effective steps to save the honour and life 
of women and not drag it («cl into pobUc*” 
[Vimala Farooqui quoted in Gandhi el at 
1991:88]. Similarly violence is more of a 
clou issue for many left patties. Thus rape 
is seen more in chns terms. The socialist 
parties did not look at violence from the 
dass point of view only, hut still looked at 
rape interms of anguish and dishonour caused 
to women rod their family. For example. 
Pramita Dandavate speaks of rape in 
parliament as: “like thegiass vessel breaking 
to piece* when it falls, a woman’s life is 
irretrievably shattered after she is raped" 
(quoted in Gandhi et a! 1991:46). The All 
India Women’s Congress looked at issues 
of rape as individual acts of violence and 
sought psychological explanations forthem. 
Feminist groups by and large looked at rape 
as an expression of patriarchal power. Thity 
rejected the psychological analysis of 
individual acts of violence on one hand, rod 
the economist ic arguments of the left, on the 
other [Gandhi et al 1991: 88]. The distrust 
groups had of each other wax also reflected 
in the way they participated in the campaign. 
For example. NFIW a member of Joint Action 
Committee Against Rape and Sexual 
Harassment in Delhi, held a dhuma' outside 
the Supreme Court to demand a review of 
the Mathura case on March 17. without 
informing the joint action committee about 
their plans. Similarly, at the same time. 
AIWC. the Bombay FAR. and the NFIW 
tiled separate petitions m the Supreme Court 
asking lor a review. 

Maya Tyagt. a 23-ycar-okl woman was 
arrested, stripped naked, raped and paraded 
through the streets of Haghpat (Haryana) hy 
the police. The incidents aroused much lurore 
from women's organisations ami political 
panics. Ten women MFsconducted a todiciai 
inquiry into the incident. The laA Dal 
(a peasants and workers pany). staged a 
noisy demonstration against the incident 
during their visit. The issue was itcKilcO in 
the Lok Sahhu. The CPI and l.ok Dal 
organised protest demons!minins around this 
incident in Baghpui. A iMurna against this 
incident was also held hy 30 nrgartt sat tons, 
mainly party-based, including the All Imba 
Congress Committee in Delhi, where 23 
people were arrested for violat mg pnduhnory 
orders while marching to the prime mtmstcr's 
house. 

Around this time, another case of police 
rape took j*ace in Dabwalt, Haryww. Local 
protests were heW and BJP demanded the 
resignation of Haryana government fur 
failing in p ra ted the live*, property, and 
honour of tire resident* of Dehwali The 


Dctiti unit of the BJP launched a one-week 
cam pn ign *g ,ii **' |tw * ’incqeiaing n umber of 
dacohies. ro bber i e s , and attacks on women 
in the city'. Finally. Rjg Narain. a. leader 
of the Janata <S) party, resigned from the 
leadership of the party stating chat he would 
launch a struggle to protect the dignity and 
honour of women. He weal on a hunger 
strike, demanding gov ern m e nt action over 
the issue. , 

After all the se dem o n s tr at ions and promt*, 
the governme nt of India accepted the 
general demand that the rape law be changed, 
and came up with the bill modifying the rape 
law in which the burden of proof was now 
transferred to the accused, instead of on the 
raped woman in custodial rape cases. 

The bill when introduced in par lia m en t m 
1980 raised controversies among various 
groups, including in the ‘socsalisi feminist’ 
conference in Bombay. There was a debate 
amongst groups, with one side daiming that 
the clause which put the burden of pninf on 
the accused be extended to all rape cases, 
whi le the other side feared that such a clause 
will he ahusedby thego vern me n t toiwp tic m ft 
male activists in the rape cases. Opinions 
over the issue were divided and accusations 
of being ami-feminist and bourgeois idea¬ 
list* were hurled against each other by the 
opposing groups. There were a lot of 
differences amongst feminists of different 
groups. There was voting to decide on the 
issue. Thus many did not vote as a pang 
or organisations hut as individuals. For 
example, in the Bombay Forum Against 
Rape, some m em b ers voted one way. whil e 
others, in another way and some abatained 
from the voting, finally after two rounds of 
voting, the aMi-extenstomst won the debate 
hy the narrow margin of votes. 

Following these months of agitations, 
demands for the change in rape law. by 
feminist groups, voluntary groups, left 
party groups, and rightist groups (for 
reasons totally opposed to feminist cause), 
the government passed a bill on rape, whose 
mam highlight was the clause which pla c ed 
the burden of proof on the accused in the 
cases ot custodial rapes. 

The above campaign against rape shows 
us different understanding* of rape by 
different voluntary groups, parties, tmd 
Icimmsts. Some took at the issue of rape 
from the point of view of woman’* huma n 
and dignity: to some the issue is wom en* * 
chastity and punty. JhtH other* artiodare it 
m term* of ’cri min ality’. There are other* 
who see the act ol rape mienws of mdrvtdual 
psychological aberration*. Tu comummat 
women ngw is p na wr dyaciampfcenaaaaaon. 
It is atvo dear that to some fammua group* 
the issue is women's ngkt and self- 
determraatum 

Wc sec rndwthove examples, that grnapa 
with diverse views have km able to Gome 
together (even if for a than period) m a 



coalition for a joint campaign against rape. 
The question that we can ask is: how has 
suchacoalition been possible? It isgenerally 
stated that such coalitions are possible 
because people decide to come to a mi nimum 
agreement on certain issues or because 
people decide to forget about their 
differences or disagreements for the sake 
of a wider goal. The above coalition attempts 
to show that neither is the case. Although 
different groups did come together on the 
common goal of changing the rape law. this 
goal in itself did not help sustain the alliance. 
Indeed the campaign shows the open distrust 
shown by different groups towards each 
other which in turn affected the strength of 
the alliance and the effect it created. This 
means a minimum agreement on certain 
issues or a commonly stated goal is not 
enough to sustain coalition attempts in older 
toachievc sustained solidarity. Even beyond 
any minimum agreement on certain issues 
and a perceived common goal, there exists 
a certain logic that makes such attempts a 
concrete reality. It is the logic underlying 
articulations that makes such attempts a 
possibility. 

‘Woman’ in Feminist Tiiiokisinc in India 

Feminists in India arc theorising on 
women's oppression and the possible ways 
to overcome them. Wc discuss these 
theorisations, because (hey bring out the 
diversity of articulations existing around the 
category 'woman' in the Indian context. 
Further, the different theorisations arc 
themselves representative ol diflcrcnt strands 
of feminism within the Indian context. The 
articulation ol the category ‘woman by these 
different feminists shows their own 
circumlocution, i c. the varied contexts of 
struggle in which these feminists arc rooted. 
As such their views reflect the views existing 
in the multiple contexts of struggles within 
the women's movements in India.The overall 
discussion presented could thus he 
understood as in a more general 
representative sense than only as the 
perceptions of individual feminist authors 
This discussion becomes important because 
these different articulations around the 
meaning of the category ‘woman* becomes 
the point of struggle and contestation. The 
different articulations around category 
‘woman* have had a divisive and sectarian 
effect on movement potiiicx. It is from the 
perspectiveot understanding these processes 
underlying the divisive tendencies within 
women’s movement, so as to contribute 
towards over c omi ng them, that we discuss 
these thoorisations. 

Gail Omvedt. American by birth, but active 
in grass roots level organising in India, for 
many years, has been iheomung on questions 
of women’s oppression for a long time. 
Through time, she has made significant shifts 


in her analysis. The reasons of this shift can 
also be locatod in the shifts she makes in 
her political Involvements. In the 1970s. she 
worked with the Lai Nishan Party, a regional 
left party working mainly in urban and some 
rural pans of Maharashtra. Later she has 
worked with Mohtla Mukti, a women's group 
in Maharashtra. Presently she is working 
with Shetkuri Sanghutana. one or the biggest 
and strongest farmers organisations in India, 
which also has an active women's group. 
She states that she started working with this 
organisation because she fell that "in the 
women's movement we were losing all 
battles''. Respi Hiding to her own involvement 
with this organisation, she states “Relating 
to this organisation is very controversial. I 
have laced attacks lor being bourgeois, 
feminist, even CIA. Now I am attacked hv 
feminists lor being close to Shetkari 
Sanghatana. People are not looking at wliat 
thousands of women are getting mil of it. 
how it is changing their consciousness'' 
|Omvedt quoted in Ithasin et al 191(9:61. 
While this personal account by Omvedt may 
help us to locale her own shills in analysis 
ol women's oppression and wav* 10 
overcome them, thev also point to the 
tendencies within movement polities, t e. to 
defame and denounce i afters wfn i (filler with 
one's own politics. 

Omvedt in 197k argued licit |shh rural 
working women, belonging to the category 
ol agricultural labourers ami poor peasants, 
lorm the base ol women's movement m 
India. She substantiates tier claim by using 
two interrelated concepts, vi/. work 
participation by women amt Hie changing 
mode ol production. She states 

(he crucial fact that women in tints hot India 
are inutor productive workers .mioiie |**or 
peasant sand agricultural labmircisnbv inosly 
has been a cause of their tna|or role in rural 
militancy and thus the process ol bringing 
their own specific problems forward. 
However, this by itself is not enough 
What has been changing instead is the 
nature ot the rural class structure tlsell. and 
thus (be type ol rural mobilisations ami 
agitations as well as the significance and 
degree ol women's participation. To 
understand litis wc need to consulei die 
changing mode of production in Indian 
agriculture Capitalist icfalnms ate replacing 
feudal relation* m the countryside A* a 
result, the issue is mi longer simply 'peasant 
revolt' hut rather jynr peasant and 
agricultural labourer revolt. This tsal Icel• 
women because they arc the domin. nt 
productive workers among the ntral i'-sh. 
It is the rising revolt ot the mi » jnsit 
tagncuttural labourers and |»«* (s'.isjiust 
in the last decade m India that is leading, 
unevenly, to the development ot genuine 
mass boned movements lor women s equality 
and liberation tpp 7-H). 

In the above. Omvedt orttcultucs the 
category ot women m terms nt women 


belonging to agricultural labourer* on 
peasant daw. who then form die b: 
the women’s liberation movement*, 
her articulation of the category wan 
symbolic of women, who one invnb 
some physical work or labour. Alt 
Omvodt herself has changed her an 
over the last 1.1 years, (he above artiou 
by Omvedt still remains fairly represet 
of the view held by a wide section of w 
activists, viz. those working in some 
fur tell i taxable groups and marxisl not 
formations or mass organisations, w 
with the agricultural labourers and 
peasantry. 

In her more recent theorisation (19V 
argues that especially after I9H5. 
emergence of new women's organis 
linked to muss organisations of th 
social movements unleashed u 
dynamic" (p 200 1 . She also states t' 
its base, much of the new activity is a 
rural women and that it was the Char 
women's conference of Shetkuri Sungl 
in 19K(> that signalled the opening t 
new period (p 2(H)). She state. 
Chandwiul heralded (he birth of a 
international women's decade, a dec; 
rural women tpp 204-0.V). She then 
iltui similar new feminist trends wore 
up elsewhere in the country wi; 
fortnaiii his ol' women's organisations I 
lo new movements i tr muss organise 
Site thus argues ili.il a 

new perspective was emerging i 
wi linen's movement, which posedchal 
to traditional Marxism' and 'tradi 
icmmisin' in ways thar went beyond • 
posing ol "class and caste” or "etas.' 
"gender". Notions such as the "ter 
principle" and "*iri shukli". which 
ineiviisingly being debated, hud 
profound implications. . The notion 
shakli similarly implied not m> m 
separate women’s movement as the I: 
role ol women in various popular move 

ip 226) 

Omvedt argues that these slogans'. 
significant departure from the lender 
both urban feminists and party wwt 
depict women as primarily victims tp 
Omvedl's above analysts shows th 
recent urtivulation of the category "wt 
goes beyond the class/cuMc dimensto 
centres around the symbol of ’wot 
power’ (stri shakli) woven anntnd 
women’. The view held hy Omvedt is 
representative of a wide section of w 
ucttvistsetthcrdiretllyorindireetlyaffi 
wah the rural muss organisation* a 
particular formers' organisation*. Om 
view is in stone way* sharply different 
some of the other feminha's view. Ot 
hersdf acknowledge* this difference < 
toil ent iques the women' s movement; 
hetng able to give an organised orttcu 
to what idle calls n ‘new’ penatcctivt 



uyttkM m e m mm it (till dantnud fey 
*nutB foM l Marxists’ connected with the 
parties end nrathtfoBat feminists’ in the 
urtmo-based organisations. who ate most 
alienated from the new developments 
(p 227). Time statements thus reflect the 
sharp uneven polarised differences existing 
between different women's groups in India. 

Vandana Shiva, a physicist by profession 
grew disenchanted with the practice of 
science and started questioning nuclear 
physics when she realised how dangerously 
it could be mi sa p p ropriated. This realisation 
led her to women and Chipko movement in 
India (Bhaain 1989:61. Her writings have 
received a worldwide recognition and today 
she remains India’s most vocal eco feminist. 
Shiva (1988) argues that science and 
development are not universal categories of 
progress but special projects of modern 
western patriarchy (p aiv). She points to the 
threats to survival, the destruction of eco 
diversity, the death of nature and its effects 
on marginalisation of women who depends 
on nature for sustenance. She elaborates 
"violence against nature and women is built 
into the very model of perceiving both, and 
forms the basis of the current development 
paradigm” (p * vi). For her. the new relation¬ 
ship of men's domination and mastery 
over nature is also associated wiih new 
patterns of domination and mastery over 
women and their exclusion from parti¬ 
cipation as partners in both science and 
development (p xvii). 

Shiva argues that Indian women as victims 
of this violence have risen to protect nature 
and preserve their survival and sustenance 
and in the process challenged the most 
fundamental categories of western patriarchy, 
via, its concepts of nature and women and 
of science and development (pp xvii-xviii). 
She argues that these struggles are rooted 
in the preservation and recovery ot feminine 
principle in which nature is considered as 
’prafcrili'. a living and creative process (the 
feminine principle) from which all life arises 
She Ihrther stales that in the process women 
are creating "a feminist ideology that 
transcends gender and a political practice 
which is humanly inclusive;... ihey are 
challenging the dominant concept of power 
as violence with the alternative concept of 
non-violence as power” <p xviii). 

The above formulations by Shiva have 
Jem discussed and critiqued widely m and 
outride India. Shiva’s assertions are held to 
be quit* controversial among many 
feorittitu. It has been argued that Shiva 
treats Indian pMhwoplhcal tradition in a 
moooiithk and homogeneous way. that 
she does not take into account the low caste 
md dm adtvasi traditions into account in 
mr analysis. She is also critiqued for 
wsiting wom en as a unitary category 

undtfferesjtkSedbyrace.dassandelhrecrty. 

«*c (Agarwai B 1990t4-5J. farther Shiva 


has also been critiqued for the connections 
trie mdteihaweew wnmm’shndyerhmlogy 
and o ppre ssi on of women and nature, an 
assertion which brings her closer to some 
strands of radicsl fe m ini sm . Nevertheless, 
in spite of all these critiques, there exists a 
fatly wide following for this ccofeminist 
perspective in Indiaamongst various activist 
groups. Shiva's articulation of the category 
‘woman’ is in terms of 'woman's power’ 
resting in the recovery of feminine principle 
by Indian women. 

Here, it may he pointed thttalthuugh both 
Omvedt and Shiva articulate the category 
'woman' in terms of women’s power, there 
are important differences in their ways of 
articulation. Shiva's analysis takes off from 
the feminine principle and women's power 
is a derivative of this principle. In this sense, 
the notion of women's power in intricately 
linked with the ccofeminist perspective. 
Omvedt's analysis takes off (mm (he concrete 
contexts of struggle in rural areas. Her own 
experience with the dynamism of women in 
the lamtors' movement and other mass 
movements leads hertoarticulatcadiffcrcnt 
notion ol ‘women’s power’. In this sense. 
Omvcdi’s articulation of women's power is 
rooted much more in the ground level reality 
rather than on abstract notions of a feminine 
principle as in Shiva's. 

Nandila Gandhi and Nandita Shah, 
members of Forum Against Oppression of 
Women iFAOWi. an autonomous women's 
group located in Bombay identify themselves 
with the strand of socialist feminism within 
India. Their articulation of the category 
'woman - shows in some ways the hybrid 
character ol the social ist tcminisi trend within 
India. In ihcirhook (1991 llhey differentiate 
between three waves ot Indian women’s 
movement and document the present and 
third wave ot this movement. According 
lo iliem ihc three mam issues arc violence, 
health and work as political, emotional and 
intellectual experiences. Accordingtothem: 

The third phase of IWM was a collective, 
emotional am) milium response against 
sexual violence on women It emerged 
spontaneously, like a voice unlettered by 
fear, theoretical constraints or strategic 
considerations. It was far from the usual 
politically calculated, mechanical protest 
against the slate... Violence against women 
encompasses issues of rape, dowry murder, 
wife haltering, sexual harassment and 
portrayal of women m the media. The 
grossness ot sexual atrocities aad the visual 
humiliation of women are stsH live issues 
within the movement (pp 32-33). 

The authors through specific examples oLo 
show how gender interacts with dot* 
ethnicity to produce specific forms of 
violences on different women. 

In their dncuuhm around health issues, 
they drew on dm importance of women’s 
relation with hw body, tat the process they 


draw linkages between questions of •exuabty. 
pregnancy and childbirth, con tra cept i o n 
They ohm critique the g ov ernm en t ’s family 
pfenning programm e and the g o vernment 
to sterilise women and to force women to 
use injectable contraceptives. Lastly, they 
draw our attention to campaigns against 
amniocentesis and discuss the potties of 
reproduction, women's right to control their 
fertility and issue* of sexuality implicit in 
ail three discussions. 

in their discussion on work, they argue 
that the core of any discrimination that 
women face in the area of work lies m sex- 
based division of labour (SDL) (p 203). 
They critique the trade unions with 
predominantly female m e m bership, viz. 
SEW A or Chikodi taluka umon. Nipaw for 
evading the challenge of SDL by saying Dm 
they want to emphasise the identity of women 
as workers (p 212). The authors question 
this and ask 'Can women realise thei r i dentit y 
as workers until they discover their biology 
based, exploitative and imposed identity at 
housewives?” (p 212). They give exaaqites 
of struggles in the organised sector which 
centres around struggles for better oonditioM 
- and facilities at the work place, for 
permanency, promotion, etc (pp 186-88). 
They mention struggles around demand* for 
creche facilities, maternal benefits, facilities 
such re subsidised canteens, shorter working 
hours, overtime payments, transport and 
separate toilets etc (pp 190-91). Sexual 
harassment faced by the women w ork e rs 
(p 193) as also problems rooted in the issue 
of sexuality which arise in organising in 
unions are also discussed (p 201). They deal 
with legal campaigns around violence, rape, 
dowry, sari, indecency and for change in 
family laws. 

The local point around which die two 
authors weave their discussion around is 
women’s body For example, their 
discussions on violence and on heaHh. Legal 
campaigns also dejd with issues reined to 
women's body. In then reference to women 
andwork also the body comes in: the physical 
hardship involved in the work done by die 
women, the hazards involved at place of 
work. etc. They also centre their drecumtoo 
on questions of sexuality. They have mad 
class, gender and at times caste and ethnicity 
as the axis for analysing the a bove inner, 
In summary, the authors' arucuiaocm around 
the category 'woman' symbotfees ’woman's 
body', woven around cat eg oric * of dam, 
gender, and at rimes, caste and mhaiciry. 
This shows that despite the adron' earn 

oppression, es socialist iemintaas. expw—od 
through the c a t eg orie s of gender, dam. and 
at times, rthnirity and cane, ttdr andyafc 
actually remain s preoccupied by 'women’s 
oooy , wmem onngt mom cmmqt w 
tmtiott of me mmi s of taftfcaI 
fCMlMHie. bltlliO.OGROfe.lhoif’OfltfljOHefOABCtt 
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the hybrid chaActer of aocialirt feminism 
hi India; Lastly, (he views of the authors can 
also be seen to be representative of many 
women activists in urban-based autonomous 
women's groups within India. 

Gabriele Dietrich is a German by birth, 
but has taken Indian citizenship today after 
17 yean of stay and 14 yean of activism 
in India. Dietrich who grew up in her youth 
in secular, post-war Germany, found in 
religion and the church an option from the 
nihilism of her family. While she accepts 
■ that she suffers from institutionalised religion 
in her daily life, she also acknowledges that 
it is through a traditional religious institution 
that she first got access to questions ol' faith 
and spirituality which later on had a liberating 
effect on her (1992, p vii). This background 
of hers perhups explains her position towards 
religion and heremphasis on humanist values 
in her theorisations. She works with 
“Pcnnurimai lyakkam". a women's 
organisation working with slum women of 
Madurai. Dietrich (1992) explores 
interconnections between wi men. secularism 
and religion and discusses issues of sexuality. 
work, ecology, culture and development. 
She also reflects on imcrlmkagcs between 
dalit movements and women's movement. 
One of the main concerns articulated by 
Dietrich is the rising communalism in india. 
Her concern is articulated thus: 

what unites all ol us is the struggle against 
communalism and religious chauvinism 
which is one of ihe acutest dangers in our 
national political process as a whole... 
Overcoming the barrier* of caste and creed, 
affirming humanist-feminist values within 
and outside religions has to happen in our 
day to day work with women at the local 
level, where unity is often more difficult to 
build. My contention is that despite being 
sharpened by alienations of caste, class and 
patriarchy, religion, like art is also a field 
in which the human capacity for 
transcendence and transformation is 
expressed in a symbolic way and that, 
therefore, religious resources need to be 
explored and transformed from.a woman- 
centred perspective (p viii). 

She argue* “the debate about religious and 
cultural identities is another important step 
to safeguard the pluralistic democratic 
content of our many faceted culture" (p 12). 
Whilst acknowledging the difficulties 
involved in building anticommunalist 
alliance, she concludes optimistically 

There are no easy answers, but indications 
arc that the perspectives on secularism, 
retigioa*. reform and a pluralistic humanist 
culture are deepening within women’s 
movement. If the challenge is taken up. 
women will beifcfc to moke the moat crucial 
contribution Inwards building e truly 
humanist s e cu l ar state (p 34). 

This asaertioo of Dietrich is verymeaning- 
ftW in the light of rising commonaltim in 


India, but la not without problem*. As 
Dietrich herself admits, her articulation of 
religion remains extremely problematic to 
the dalits and would be contested by them, 
who feel that they ha veto confront Hinduism 
asa whole (p vii). It also remains problematic 
to many other subtil tern groups like adivusis. 
The resolution of certain quest kmsof women 
needs a direct confrontation with the 
patriarchal religion and cannot he resolved 
within the framework of religion. 

Her orientation to the issues of sexuality 
or women and work, culture and ecology, 
has an humanist essence to it whether she 
approaches these issues from marxist 
perspective or not. For example, concluding 
herdiseuxsion on sexuality, she suites “It has 
become clear by now that discussions on 
sexuality in a feminist perspective arc not 
discussions about ‘free sex* hut about power 
relationships and violation of human 
dignity... The present pattern is that women 
are treated as property and that men are not 
aiiswcrnhle in their sexual behaviour. We 
are striving for u situation where no human 
being will he owned by another, but where 
everybody will he answerable in mutual 
responsibility and compassion” ( p 51). 

In summary Dietrich's ariiculaiion ol the 
category woman lakes in the ‘wholeness of 
human being' i c. in all its dimensions. vi/„ 
material, experiential, spiritual, etc. She 
weaves this woman through lenses ol class, 
caste and religion. This is cicur from her 
general orientation towards developing a 
perspective of development and struggle 
around Ihe wholesomeness of being, which 
is clearly reflected in the way in which she 
expresses some of her concerns. The secular 
views held by Dietrich are shared by many 
women activists in the struggle, who Iccl 
that the rising communalism and violence 
(from the rightiu as well as some fur left 
forces) in India should be treated as Ihe most 
acute problem, having deeply negative 
implications for(all)wotnen'se«nanciputton. 

Hina Sen has been actively associated 
with women ’ s and mine workers’ movement 
and most recently with the Chhattisgarh 
Shramik Sangh in Madhya Pradesh. Sen 
(1990) has edited a collection of essays on 
women's participation in mass movements. 
In this book, she probtematises the nature 
of women's movement in India. She asks 
“Given the diversity of cultures and the 
complexities of caste and das* among women 
in India, cm we actually speak of an 
overarching women's movement in the 
country ? Or»it that there are a number of 
fragmented campaigns which do not add up 
to a movement? How many of these 
campaigns are urban, middle class and how 
many rural? Equally, how do we define a 
women's movement: is it oac in which only 
women participate? Or one which raises 
only women-specific Issues' 1 How then do 
we look at women’s participMiiMiM ’b roader ’ 
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raaMttmvemeourfpTi-Sdndwidqnrs 
attention » some unresolved vital quest 
of the 'nature of women's movement 
India. 

It is Sen’s contention that the last 
decades have seen important man me 
moms in which women have poiticipi 
in large numbers and have contribute! 
evolving a special women's viewpoint, 
argues that “An understanding of the na 
of these woman’s struggles thus becoi 
important if we are to gain a pcrspectiv 
the women's movement that is more t 
representative ol the aspirations of 
generality of Indian women than n 
currently available feminist theory” {f 
Sen‘s assert i< m brings to the fore the ten 
ridden and unresolved question of wf 
the true representative of the aspiration 
the Indian women. Indeed, through 
assertion. Sen puts herself in Use middl 
this debate, as she critiques the ‘uit 
based feminist groups of being alien 
front the lives of Indiun women. She wri 

Ihe last two decades have seen a conic 
articulation of women's issues among n 
.urban and educated middle class...* 
women from educated backgrounds ■ 
come together in groups in a rcalisatto 
ittoir strength and potential and have lob 
and protested uguinsTlhe blatant form 
discrimination they face in our socie 
Structurally, such groups are closer to 
feminist groups of die west, and this 
facilitated their integration into internal* 
feminist circuits. However, such groupstl 
olten rcinainedcircumstantially distant 
ihe actual lives of poor women, even » 
they ha vc made conscious efforts to artice 
their needs. This has meant that they h 
by and large, remained isolated from 
mainstream of political processes in 
country (pp 1-2). 

In the same vein, she critiques the ur 
based groups for considering ’violence’ al 
to he the women’s issue. She argues 
“women relate to a totality of existec 
conditions, and to poor, toiling women, isi 
of daily survival and strategies related to 
are of as much importance and are as 
as issues of family violence” (p 14). 

Hina Sen’s arguments, in the first p 
show ihe existing divisions b etween want 
groups in India They show the urtxmfa 
divide on the one hand and mass movenlb 
autonomous women’s groups divide on 
other. Sen’sown articulation remans pa 
to women involved in mass movement 
rural areas in particular. In other wtudh, 
articulation around the category *wo« 
is that of an ‘activist woman’ (not in 
sense or a political activist) but rathe 
aroore general or broader sense of ’reaisi 
woman’ in ‘rural ’ areas in particular. Lai 
Sen’s perspective could be taken 
representative of the perspective hak 
many feminists active in mass mevern 
in rural areas. 
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To recapitulate, feminists in India 
articulate differently the category of 
’woman' nod difference ante* from the 
specific circumlocution of the feminists 
diacuued above. Omvedt's and llina Sen’* 
articulation remains partial towards the 
'rural women’ in mass movements. Both 
in fact criticise ‘urban’ based women's 
groups. Omvedt calls these groups as 
traditional feminists* and Sen calls these 
groups as "closer to feminist groups of the 
west". The perspective oi Gandhi and Shah 
remains close to perspective of many urban- 
based women's groups, who, although 
socialist feminists, are in many ways, closer 
to radical feminists in their overall 
orientation and practice. Further, as we 
saw above, their hierarchy ol women's 
issues, viz, violence, health, wort and ‘other 
general issues' is challenged by Seo and 
Omvedt as well us Shiva. Vandana Shiva's 
perspective argues that women have a 
special relationship with the nature and 
thus stresses the women’s rule in sustainable 
development. Shiva thus articulates the 
women’s issues in terms ol environmental 
degradation. Me. The above discussion also 
brings us to the tensions around the question 
of what could be considered as 'legitimate' 
women's issues in the Indian context. 
Lastly, wc also saw the problematic 
implications of Dietrich’s articulation of 
humanist woman with religious (mentation 
to some sections of Indian society. Thc 
above discussion shows Ihc tensions 
accompanying variously articulated 
category 'women'. However, wc contend 
that, in spite oi the tensions and the divisive 
effects that these different articulations may 
have on feminist practice, (he fuel that their 
articulation centres around 'woman'.could 
create conditions to achieve positive effects 
instead of divisive effects. 

Feminists have articulated the category 
‘woman* in different ways. We also suw 
the tensions accompanying these 
articulations, whether through claims of 
who truly represents Indian women or 
through the question or what are legitimate 
feminist issues. However, we would argue 
that these differences in their articulation 
need not lead to divisive tendencies. The 
fragmentation itself in the Indian context, 
shows that there cannot be u feminist 
practice. The contest in itself argues for 
diverse and multiple responses. Thus the 
different articulations around the category 
‘woman* could be treated as valid 
contextual articulations in themselves. This 
does not mean that there cannot be a linkage 
between different articulations. Indeed 
these different articulations around the 
category woman presuppose an 'imaginary 
woman*. The different articulations in 
feminist theorising can be understood as 
fragmentary wholes of this imaginary. 
Indeed H is this condition, that allows the 
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appropriation of discourses around 
‘women' created by feminist emancipatory 
projects by reactionary force# or projects 
which seek to objectify women, examples 
of which we have seen here. However, it 
is the same condition, that could allow a 
linkage between these different 
articulations. The campaign against rape 
saw diverse articulations around the issue 
of rape. However, we also saw that despite 
these different articulations, coal inons were 
possible for short periods. We also saw 
that, even beyond any minimum agreement 
on certain issues, there exists reasons as 
to why the coalitions sustain or collapse 
or whether linkages between various 
articulations could be made possible or 
not. I n other words, coming to an agreement 
on minimum issues or the common goal 
is a necessary condition but not a sufficient 
condition. It is the nature of the articulation 
which makes solidarity nr exclusion 
possible. This brings us to the question of 
ethics of articulation. 

IV 

Conclusions 

The primary concern addressed in this 
paper is (he divisive, sectarian and 
vanguurdist tendencies within women’s 
movement in India. The context of women's 
movement in India shows a divetsitv of 
groups and organisational practices. 
However, there has been a history of 
intolerance tothis dit Icrcncc m organisational 
practices One ol the major points of this 
tension has been the articulation ol Ihc 
category ’woman' around which Icmmisl 
political practices arc organised. 

The category 'woman' has been 
articulated by feminists in India mdil lereni 
ways. Thus the meaning of the category 
woman has been a point of struggle and 
contestation The acting woman' in each 
articulation has included and excluded 
certain subject positions. Thus tensions 
have accompanied these articulations, and 
so also the claims of who truly represents 
Indian women or what arc the legitimate 
feminist issues. These issues in turn have 
lead to divisiveness, sectarianism and 
vanguardist positioningby different groups. 
To date these issues remain unresolved, 
and so also the scars and the painful 
memories of individuals battered by the 
confrontation!st encounters on these issues 
in different meetings and joint forums. 
These in turn have affected the lowering 
of solidarity and budding of coaititoa 
alliance between different groups. We 
would argue that these are bound to be 
differences in articulations of the category 
'woman'. However, in our view, in spite 
of these differences, an agreement over 
'pro ce d u r es ' to be fo ll ow ed hi any process 
of aUiance building could be reached by 


groups involved in such coalitions, which 
in turn couid lead to sustaining of such 
alliances. We refer to these ‘procedures’ 
as ethics of articulation. 

From our empirical findings and 
conceptual frame work, we would argue the 
following: In the first place the Indian 
context is in itself a fragmented one. 'India' 
is a fragile union, questioned and attacked 
from different sides, from the time of its 
inception, i e. Us independence, to date. In 
other words, ‘India’ remains a fragile 
unity, an imaginary political construct, 
fragmented over issues of region 
(articulated whether as north/southorrural/ 
urban or adi vati/non-adi vast) and religion, 
language, ethniciiy. caste, class, and gender 
amongst other issues. The context iuelf 
suggests a fragmentation of interests, in 
other words, there cannot be ‘a feminist 
practice around the ‘interest of a woman’. 
This means the context itself argues for a 
plural expression of feminism. The different 
articulations around the category 'woman' 
could be treated as an expression of this' 
plural reality. As such each articulation 
around woman’ could be treated as a‘valid 
contextual articulation' in itself. 

In our conceptual framework, we have * 
argued that the category ‘woman’ is in 
itself an imaginary' category. This does 
not mean thatilv concrete woman docs not 
exist. The imaginary woman' gets a force 
of reality in discourse and in aruculatjoa. 

Ii is in articulation that the imagmay 
'woman' gets her meaning. In other wonts. 

Ihc very practice of articulation fiscs a 
certain meaning to the category ‘woman’. 
Thus on one hand Ihc fixation of meaning 
ol the category woman' becomes the 
inevitable process ol’ any articulation, 
without which coherent meaning is 
possible tnd on the other, it leads to a 
recognition that every such fixation can 
only he a partial fixation, ax no articulation 
or discourse can ever hope to catch the 
'whole' meaning of the category 'woman’ 
since no such 'woman' actually exists. 
Tins means that different amcuiauom 
around i be category 'woman' can betreaand 
as 'fragmentary wholes' ot the 'rang—ry~ 
woman. 

Wc have atgwed earlier that at* b ec a me 
the imaginary 'wo man * is taken as a real 
woman, that iMotenmcemdUferenceatakes 
its effects through sectarian and divisive 
tendencies which makes any c o alition 
process a a impossibility Instead, we 
suggest that the different awsoa la thms 
around the category 'w o man* be ( r e a red is 
fragmentary wholes of this i ma ginar y We 
suggest that as fragmentary wholes, these 
articulation* could be treated as' c onn au nt 
relational knowledge' that each co n text ual 
position can offer This would thus mean 
doing away with the search for men- 
narratives or totalising narratives that geek 


W« 19 



to explain social totality. Tbit bisection has 
important implications for feminist 
theorising. Feminist theorising could now 
take a turn to historically specific and 
contextual generalisations rather than build 
up totalising narratives of women’s 
complex social reality. 

This concept of ‘contingent relational 
knowledge' affirms the surplus of meaning 
and contingency of meaning in every 
articulation. It challenges the possibility of 
ever having a complete knowledge on the 
one hand and affirms the ambiguous 
character of every articulation on the other. 
It also affirms the ambiguity in every 
subject, i e, moments of coherence and 
incoherence within every subject. It affirms 
the experience of a contingent self rather 
than astable static self. It suggests plenitude 
of meaning in life to the poverty of 
constricted living. We would argue that it 
is this ambiguous character of every 
articulation that could become a base for 
our political practice, and lead it beyond 
the duality posed by the logic of identity/ 
difference. 

Treating articulations as ‘contingent 
relational knowledges' leads to an 
‘openness’ that could become a condition 
for a dialogue between different arti¬ 
culations. Concretely speaking il means 
that it could create a possibility of a dialogue 
between different articulations around 
‘woman’. As Patricia Hill Collins (1990) 
states: 

Each group speaks Irom its own standpoint 
and shares its partial, situated knowledge. 
But because eaph group perceives its own 
truth as partial, its knowledge is unfinished. 
Each group bccoroes.hctter able to consider 
other groups' standpoints without relin¬ 
quishing the uniqueness of its own 
standpoint or suppressing other groups' 
partial perspectives... Partiality and not 
universality is the condition of being 
beard... Dialogue is critical to the success 
of this epistemo-iogical approach (p 236). 

This dialogue is important to any feminist 
practice which recognises differences 
between women. This assertion does not’ 
mean a denial of power relations existing 
betwe e n different people in dialogue nor 
does it mean that people in dialogue should 
be motivated by higher ideals of community 
which requires a transcendentalism of self. 
Here, we would differentiate our 
perspective from the perspective offered 
by Seyia Benhabtb who build* up on the 
‘ideal speech situation’ offered by 
Ha b er mas and argues for a communicative 
ethics which bases itself on what she calls 
as “the standpoint of the concrete other”. 
Benhabtb (19*6) argues: 

The standpoint of the ’concrete other’. , 
requires us to view each and every rational 
being as an individual with a concrete 
history, identity, and effective emotional 


constitution, la assuming this standpoint, 
we abstract from what constitute* our 
commonality and seek to understand the 
distinctiveness of the other. We seek to 
comprehend the needs of the other, their 
motivations, what they search for. and What 
they desire. Our relation to the other is 
governed by the norm of complementary 
reciprocity: each is entitled to expect and 
» assume from the other form* of behaviour 
through which the other feels recognised 
and confirmed as a concrete, individual 
being with specific needs, talents, and 
capacities. Our differences in this case 
complement rather than exclude one 
another...Suchrelations require in various 
ways that I do. and that you expect me to 
do in the face of your needs, more than 
would be required of me as a right bearing 
person. In treating you in accordance with 
the norms of solidarity, friendship, love 
and care. I confirm not only your humanity 
but your human individuality. The moral 
categories that accompany such 
interactions are those of responsibility, 
bonding and sharing Ip 341). 

Our objection to Bcnhahib's above 
assertion would he similar to the critique 
of the same made by Iris Young (I WO) 
who argues that ‘‘Such an ideal of shared 
subjectivity or the transparency of subjects 
lo one another, denies difference in the 
sense of the basic asymmetry of subjects" 
tp 309). More imponamly she points out 
lo the undesirable political implications of 
such ideal of shared subjectivity. Young 
argues that such a proposition “denies 
difference in the concrete sense of making 
it difficult tor people to respect those with 
whom they do not identify" (p 311). In 
other words. transcendental perspectives 
have at their core a fear of difference. They 
always seek identity through reconciliation 
of differences. The normative framework 
of such perspectives do not have a place 
for a radical notion of difference us in final 
terms, all difference is sought to be 
obliterated and subsumed under the higher 
goals of community and identity, il thus 
remains within the identity/differcncc 
duality. In other words, it makes identity 
a necessity and a necessary character of 
being as it gives a superiority to the logic 
of identity to the logic of difference in the 
final instance. 

In reverse to the above, we would plead 
for a concept of a dialotgc as a relation 
which embodies an openness to (he non- 
ideaticai and ‘unassimilated otherness’.** 
We use the concept of ditfoguc to argue 
for a communicative ethics which would 
enable a co-existence of tbe different 
i d entit ie s . Connolly (1993) suggest* the 
building of such ethical sensibilities in the 
works of Michel Poocaufcr He argues that 
Foucault's ethical tensibiltiie* calls lor 
“Explqratiamwfnew possibilities in social 
relations... that enable a larger variety of 


idantitiesrooo^xhtiifrfeiHi|omtrf' 
indifference on some occasions, 
on others, and agnostic respect du 
periods of rivalry and contestation" 
Such is the ethics of commuaicat 
we would plead for in our cones 
‘dialogue’. We would differentia 
ethics from the ethics that advocan 
tolerance towards difference. At 
which advocates mere tolerance 
difference undermines the imagini 
creativity that difference brings in r 
Building up such a political cull 
feminist politics would mean in 
going beyond simple duality of ' 
difference. It would also mean goin 
a simplistic understanding of righ 
wrong. It would mean living our 
in a space between identily/differe 
example, how would one look 
axsertion by Dietrich who argue 
secular perspective and explored* 
transformation of religious resourc 
a woman-centred perspective to I 
religious reforms mi as to build up 
humanist state'? As wc have state* 
in our paper, her assertion, when se 
the perspective of the rising comm 
in India attains an important met 
Indian politics. However, as wc hi 
noted Iter assertion could be proti 
when seen from Ihc perspectives'! 
and other subaltern groups like \ 
who have been subjugated : 
mainstream Hindu religion and u 
the need to confront and struggle 
the entire Hindu religion as such. I 
it is not (hat the dalils and adiva 
not have lit face the brunt of comn 
politics. Indeed, like most vuli 
groups, they face and bear the highc 
in communal riots and violence. Tb 
is an ambiguity in the politic! 
sequences of Dietrich's assertion. I 
fundamental ambiguous character 
political stance that wc would tike It 
against any dogmatic and sin 
positioning through assertions of 
and ‘wrong*. 

Il could be argued that the above. 
perspective could he dangerous It 
and that it could easily fall into '. 
of relativism of values, thus propot 
all political struggles are progres 
character. We do not agree wi 
pessimistic view of our position, 
imo the unknown, beyond our » 
values and certainties could eras 
insecurities but also new dialler 
would challenge us to create • a 
a more nuanced and a Finer political 
rather than an csaemialist and a 
practice, ft would mean rocogni* 
ambiguity and the limits of every dts 
practice. It dues not man a wi 
from politics but bringing in an ‘ima 
dimension into tbe realm of petti 



The attieotitinenf the category 'woman' 
mo f oot become a point of sectarian 
politico. Instead (be category 'woman' 
acting as an 'imaginary' could allow us to 
use our imagination in a dynamic and 
creative acne, ‘imagination' bridges the 
gap between* false and truth, fiction and 
reality, h means abandoning ourselves into 
a malm of freedom on the bridge between 
sanity and madness, a space where 
imagination and creativity takes its 
inspiration from. Standing on this bridge, 
we could make the category ‘woman* work 
la ever new waya. We could learn to look 
at the category 'woman' through a 
kaleidoscope of multiple intermixed 
hybrid 17 realities, class, haste and ethnicity, 
urban and rural, adivasi. and non-adivasi, 
etc. 

Proposing the notion that all political 
struggles are progressive, would indeed be 
a very dangerous position to adopt in the 
present Indian political situation which is 
charged with communalist and funda¬ 
mentalist politics. Instead we suggest (hat 
'the feminist political practice could be based 
on coalition politics which recognises 
difference and based on an understanding 
of what wc want to achieve. As Yuval 
Davis N (1993) states: 

all feminist (and other forms of democratic) 
politics should be viewed as a lorm of 
coalition politics in which the differences 
among women would be recognised and 
given a voice, without fixating ihc boundaries 
of this coalition in terms ol who' we arc 
but in terms of what wc want to achieve ( IOi 

Such an understanding would allow us in 
form alliances with progressive and 
democratic lorces on ihc bases ol shared 
and agreed political fcoal rather than on 
discourses or articulations around the 
category 'woman' which themselves cannot 
be stated to he either progressive or 
reactionary. This wc have already 
exemplified through our discussion on the 
appropriation ot lemtnisi and progressive 
discourses by the fundamentalist and 
reactionary forces. Thus, wc do not form 
alliances with the BJP or the RSSS just 
because they also use the discourses of 
women's power or the discourses on 
women's rights and equality. The basis for 
forming an alliance should be commonly 
stated goals over concrete issues. 

Although the above assertion helps us 
make a move from an open-ended relativist 
politics to contextualised politics based on 
commonly shared goals, it does not in our 
opinion, necessarily sustain such politics 
of alliance over long periods. Wc have seen 
in the campaign agahut rape that groups 
having different understandings on rape 
wet* abte to come together and form an 
alliance for a short period to demand for 
the change in rape law and opening of trial 


after some shocking court judgments and 
incident* of rape. However, as we saw. the 
alliance could not sustain itself for very 
long end the distrust of membe rs in each 
other was reflected ia individual groups 
organising their ‘own’ action, whether 
through filing of separate petitions or 
holding separate demonstrations over the 
issue, in spHe of forming a joint action 
committee. This makes us assert that even 
beyoud a minimum agreement on certain 
issues (here it was the change m rape law) 
there are other reasons which make 
formation of alliances a possibility. 

In the above example, there was a 
question of the distrust that groups had in 
each other because of differences in the 
analysis of rape. We feel that there are 
bound to be differences in analysis and 
perspectives put forward on every issue. 
The point is how do we work together and 
form alliances and move towards com¬ 
monly stated goal in spite of these 
differences. It is there that we feel that the 
ethics of communication and articulation, 
having a concept of dialogue as relation 
which embodies an openness to the non¬ 
identical and unassimilated otherness 
becomes relevant. The point is to convert 
the mutual distrust existing between groups 
in such alliances into what Connolly (1943) 
states as an ‘agnostic respect' for each 
other which could lead to sustaining of 
such alliances lilt the common goal is 
reached. Indeed, the movement or the 
process of moving towards common goals 
in itself becomes as important as the goal 
itscll. This wc feel is quite important since 
m our experience alliances olicn breakup 
because certain groups lecl sidelined, hurl 
or used m the process of alliance-building 
by the other groups. 

Similarly, the initial process ol coming 
to an understanding and an 'agreement on. 
whut is the common goal, by the diHerein 
groups so as to lorm an alliance is also as 
equally important as the later processes to 
reach towards those goals. Pro example, 
we draw attention tothc controversy among 
various groups in Ihc socialist teunmst 
conference in Bombay in I9KIS. Wc saw 
that accusations of being anti-lcminisi and 
bourgeois idealists were hurled ag.wiist each 
other by the opposite groups on the question 
of extending the clause ol burden ol proof 
over the accused to all rape eases. It is true 
that must rape eases do not lead to 
conviction of accused because of the scry 
nature of the law which pots the burden 
ot proof on the rape victim, However, the 
fear that if such a clause is changed to put 
the burden of proof an the culprit, it might 
he abused by the government to implicate 
male activists in rape cases i% aho a real 
fear, and a teal possibility. 

Although we strongly agree with the 
position that rape low should he extended 


to all rape cases, we also recognise the 
possible amhignous outc o mes of mch a 
demand, ft is the recognition of this 
ambiguity hi every political stance, that we 
would plead for, even while arguing red 
advocating our own political stance. 
Recognition of ambiguity does not mean 
that we do not live our politics. However, 
it does mean living our politics with a 
heightened sensibility to indeterminacy, 
instability and transience (Pieterse 
1992:26). This means living our politics 
without immediately coming to judgment 
on our opponent as someone who is 
fundamentally wrong and therefore, needs 
to be annihilated, whether physically (as 
many Tar left groups do in India) or mentally 
and emotionally. Fethapa only a recognition 
of Mich ambiguity could lead us to overcame 
the immediate need to accuse the other of 
either being an 'antifeminist* or ‘bourgeois 
idealist* os in the above case. Recognition 
of ambiguity could teach us to live our 
politics by going beyond the judgments of 
'right' and 'wrong' by developing an 
agnostic respect for our opponent. Connolly 
< 1993)dcftncs agnostic respect' as "a social 
relation of respect for the opponent against 
whom you define yourself even while you 
resist its imperatives and strive lo delimit 
its space* of hegemony" (p 381). We would, 
after Connolly, plead that an element of 
care could he built up into contestation and 
contcMution ttdo care (p 382). 

Lastly, the 'contingent relational 
knowledge' could be a basis for localised 
plural emancipatory struggles around the 
different discursively organised category 
woman'. They could also lead us so a 
coalition politics based on commonly stated 
goals and ethics of dialogue, thus creating 
a chain of equivalence by linking different 
democratic singles. In other wants, it 
could lead to a plural practice of feminism, 
wiibimi suppressing the difference. Such. 
Icininisi political practice would have 
politics ol difference at its core. 

Notes 

I Tlii- paper is dedicated to women and men of 
Kaxhiukon Sanghatana. a Tbone-bwod mam 
organisation in Maharashtra, who have inspired 
me through iheir snuggle and taught wMKk 
life in all its complexities This is a mint 
version ul a working paper sUhnmmd so tin 
Institute of Social Studies. The Hague ) 

l Throughout dm text, ihc word 'adhuars' 
is used instead of total* Wc do th> hr WO 
reasons (a) the word 'tnhc* hns been wed 
as an cvoloimnaty cmcg o mti mn Win ml 
Svngapta 1198*1 points out so an esamman 
of evolutionary race theories among 
cofcsmsrd peop l e , by the cdomm. fens 
introducing ihc notion of differential 
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within India through the gn|e of the word 
‘tribe*’ to as to fit in people who did not 
confirm to Aryan Hindu caste tradition 
(pp 943-44). (b) Secondly, we u*e the word 
‘adivasi* because people we have worked 
with os alio those elsewhere in India call 
themselves adivasi* and identify with this 
identity. The word ‘adivasi’ connotes 
original settlers. 

2 We borrow the understanding of discursive 
practice from Loclau and Mouffe (1985). 
The concept of discursive practice affirms 
that every reality is constituted as an object 
of discourse, i e. as an object of articulation. 
It overcomes the dichotomy between “pure 
mental thoughts” and “outside reality”. It 
also affirms that there can be no distinction 
between what ate usually called as linguistic 
and behavioural aspects of social practice. 

3 We borrow the definition of 'articulation' 
from Loclau and MoufTe (19X5). Articulation 
is any practice establishing a relation 
between differential elements or components 
of concepts such that their identity is 
modified as a result ol the urticulatory 
practice, 

4 By sutured social, they uic.m closed soviet) 
or totality. 

5 While we accept the importance of the 
debate on the conditions lor emergence of 
new social movements, we feel that it is 
beynnd ihc scope of ibis paper to enter 
into the same. Thus, although we discuss 
in a later part women's movement in India 
as discursive practices, wc will noi get into 
an elaboration on whai kind ol a society 
India is. 

6 Sec the writings on micmatiunalisuinm ol 
capital by feminist writers. Maria Mies 
ct al. etc. 

7 Judith Butler (19‘/fl| has developed a 
comprehensive critique of different 
versions of gender <lcsclupuH-ni h> the 
psychoanalytic discouises. whether ihai 
discourse is by Freudian psychoanalysts m 
by Laconian feminists She argues that in 
Freudian discourse, gender identity is a 
“simultaneous accomplishment of coherent 
heterosexuality.. This disciplinary 
production of gender effects a lulsc 
stabilisation of gender in the interests of the 
heterosexual construction and regulation ol 
sexuality" (p 335) She also argues lhal 
feminist appropriation ol psychoanalysis 
implies “on expressive model ol gender 
whereby identity is first fixed internally and 
only subsequently manifest in some extenor 
way”... "gender identity is understood as 
casually or mimctically related to sex”., 
thus the “order of appearance that governs 
gendered subjectivity is understood as one 
in which sex conditions gender, and 
gender determines sexuality and desire: 
although both psychoanalytic and feminist 
theory tend to disjoin sex from fender the 
restriction of gender within a binary relation 
suggests a relation of residual mimeticism 
between sex, conceived as binary and 
gender” (p 336). She finally argues thut 
gender care is “an illusion discursively 
n u rintai n ed forth* purpose of regulation of 
sexuality within the obligatory frame of 
reproductive heterosexuality’'. Thus she 
argues “if the tatter truth of gender is a 


fabrication and if a true gender is a fantasy 
instituted and inscribed on the surface of 
bodies, then it seems that genders can be 
neither true nor false hut arc only produced 
as the truth effect* ttf a discourse of prim; try 
and stable identity" (emphasis imnci (p 
337). Butler concludes by arguing uguinsl 
reifications of gender relations hut ruihcr 
that gender coherence be umlersiood as 
'rejtelitlory fiction “ rather than "thr nmmum 
/mint ol our Uherotum" I emphasis nunc) (p 
139). 

8 Discursive structure for them has a material 
character. They use discourse to overcome 
the usual dichotomous opposition ol 
‘thought', i e. ‘ideas' and Ihc ‘real world’. 
They argue that although there exists a 
world external to the thought, it constitutes 
as specific objects through a discursive 
field 

9 They cull the differential positions 
articulated in u discourse as moments ululc 
those differential positions mu ariiciilaicd 
within a dlscouise as elements ip IDs). For 
Laclau and Moultc. elements .uc not self 


suhuhudng atoms: nor do thuy dative their 
identity from a pro-existing whole*, nor are 
pure dixpersion. In this way, Laclau and 
Mouffe overcome the euentialixm of 
dements os well as the ouentialitm of the 
whole. 

It) In this connection. Truong (1989) loo. 
“questions the political authority of 
theory in the classical definition of Its 
tuncimnx und their convergence li e. to 
provide explanation and prexcribc 
practices)” (p I3l, 

11 Tins term has been borrowed from 
Anderson Benedict, from his hook tmuxined 
Cooimiiuiliex. 

12 Indian Nationul Congress led the freedom 
struggle of ‘India’. 

13 Knr Seva is an offering of oneself fur the 
duty towards god. The term was axed hy 
HJF to initiate people into coming to 
Ayodhyu in perform their duly Inwards 
'Kama' a Hindu pununc king assumed to 
luivc a stutus ol god 

14 Stmliir stands for red vonnilion on Ihc parting 
ol the han o| a mumcdwaimun It isxymhiiHc 
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Coordinator: to implement and monitor a community- 
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women’s health. 

2) Programme Coordinator to strengthen local women’s 
groups. 
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women’s health 
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of a mmed woman among* many Hindu 
ctmsmwMiic*. A bind) stood* for a vermilion 
on the forehead. It is symbolic of good 
fortune and married women are supposed 
to wear red vermilion on their forehead* 
A forehead without a vermilion it considered 
at an unfortunate one because it stands for 
widowhood. 

15 The forthcoming information has been 
adapted primarily from Radka Kumar 
(1993). 

16 I borrow this word from Iris Young (1990' 
320). 

17 I borrow the concept of hybrtdity from 
Pieterse J N (1994) who refers to 
hybridisation as a cross process <p 12) He 
calls hybridisation os an age of boundary 
crossing tp 20). 
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Marathi Literature as a Source for 
Contemporary Feminism 


Vidyut Bhagwat 

Unlike other radical movements in Maharashtra which refused to treat tradition as a deadweight opposed to modernity 
and emancipation, the feminist movement in the state ignored its own tradition of a succession of women saints and other 
women writers who had inverted, and occasionally even subverted, the classical ideals of wontanhood embodied in the 
hegemonic tests. The movement paid a price for this failure; it appeared to be based m dry. upstart ideas lacking roots 
in the soil. This paper seeks to demonstrate the continuity af women’s protests m Marathi literature from the beginning 
to the present 

TILL very recently Indian women were comparison with my brothers. I did entertain class dimensions, the gender dimension 
treated as a silent lot in Indian history. No some resentment about it. But no senior the whole literary and social history was n 
one had expected them to possess a voice woman relative of mine, including my mentioned. In a nutshell, my formal ahjcatit 
of their own. The notion of recording their mother, nor anyone in the large circle of my left me sex-blind in tackling problems 
alternative conceptions of culturcand power schoolmate girls ever thought it fit or culture and power, 
simply did not exist. Nor was there any idea worthwhile todiscuss similar experiences of After the first three to five years of 

of studying Indian women’s successive their own. In the final years of my school married life. I once again began to participa 
critiques of ideology for the purposes of the life, when I was 12-16 years old. I came in contemporary radical movements arour 
present. Almost overnight we are ex- under the influence of two remarkable me.Bothwithinlndiaandouisideradicalis 
perienci n g a sea-change. Anyone who wishes teachers - a man and a woman - who was in ascendency. The students, the yout 
to study Indian women is talking not only introduced me for the first time in my life the blacks, the women and oppress< 
about their evergreen creativity but has also to the larger universe of social and political minorities of all kinds had taken the p* 
about the vigour and quality of their thought and practice. I began to take animated of revolt. In India various kinds of gra 
expression. We have gone even further, and uninhibited interest in all social and roots organisations and movements we 
Instead of talking about one monolithic political events which impinged upon my coming up in a big way. A major and a vei 
tradition of Indian women’s protest and existence. Still no one, even in this new welcome and creative change was takir 
creativity, we acknowledge the immense circle, paid any attention to women's place. The young radicals from all quaile 
variety of their projects and voices. We are problems, predicaments and perspectives, were throwing off the shackles of dog mat 
demanding new research on these difleren- The ill treatment experienced by women was versions of Marxism, democratic socialist! 
ces with the hope that comparisons with no doubt noted and talked about. But it was and lor that matter even liberalism. The 
other regions and languages may in due believed that the emancipation ofthc society were adopting new conceptual iramewor 
course of lime yield a coherent and as a whole could eventually put an end to and experimenting with new strategies t 

meaningful body of knowledge. all women’s problems. When I left my action. Problems of the various oppressc 

I too was part of this process of growth, schooldays behind and entered the realm of sections of the Indian society - the tribal 

I also took an inordinately long time to collegiaiecducuiion.istilididiMMcxpcricncc cultural and religious minorities, slun 

realise that I was a pari of a tradition that notch ol a change in terms ol niy experiences dwellers, landless labourers, the not 
I could bank upon: a rich tradition which as a woman. As a teenager and then as a organised sections of the toiling masse 
opened for me. when in need, new cultural young woman. I had to take some extra etc - were highlighted and discussed i 
vistas and made available fresh conceptual precaiuinnsin my deportment and expression depth. In most cases a conscious attempt wt 
frameworks in dealing with the problems of to avoid eve-teasing and occasional male nude at the theoretical and practical leve 
the present. Now I think I know something harassment The need for these additional to inappropriate in a dynamic manner 0: 
about this tradition in Maharashtra, as disciplinary controls was routinely absorbed emancipatory content of traditional lex 
available through Marathi literature. I. by me Again no one in my domestic or ami of the tradition itself within which the 
therefore, need to tell you how i made this public circles made me sec these additional are embedded. A creative release of t" 
kiadofathooreticaJ journey My observations burdens as a problem. At the university essentia) core of tradition into anew contei 
will obviously be rooted in my background level. (specialised in Marathi language and was sought. The Marxists as well as t„ 
and be limited by it. But hopefully they may literature. My teachers and fcHow-studcnts liberals endeavoured to utilise th 
make some progress in a new direction in owing loyalties to competing ideologies and revolutionary potential in tradition to justii 
women’s studies. political programmes often used to utilise their new strategics and concerns. 

I was born and brought up in an urban the entire body of Marathi literature to seek The contemporary feminist movement i 
middle class family in Bombay. My parental support fur their positions.’flu radicals used Maharashtra also arose In the wake of thi 

family shared more or less the same values Jo unearth and analyse protests against the development. A number of dedicate 

which pervaded families of similar social traditional social order and/or the orthodox ■ women's groups with different ideologic] 

, status. It was neither an orthodox nor a literary canons. Interestingly, the dtffcren- perspectives emerged - first in Bomba 
progressive household. The seeds and Hattons and the specificities related to the then in Pune and soon in other urban c entre 
priorities of the mate members, namely, of caste or class of these text* and authors were and finally even in fire countryside. Women’ 
my father and two brothers, always took thoroughly dtsetused. in this whole game, studies progra m mes were also inaugoratec 
precedence over the imerests and aspirations it wa* a quite common practice to draw upon Yet the feminist m o vem ent m Mabarashu 
of my mother and myself. But this was taken relevant material Irom women writers - differed from other radical movements i 
abnoat as a natural state of affairs by usatt. ancient and modem. Yet no one took note one crucial area. The non-feminist radtei 
^ h was not that I did oot realise the secondary of the voices of wgmoa as women, lasharp movements were increasingly refusing • 

,r importance which was given to me i* contrast to the attention paid to the caste or ucat tradition as a deadweight apposed * 



modernity Ad emancipation. They were 
tryiAto<tevetep»crHiq*Mi)ftc»ditioo which 
would toy bare it* essential emancipatory 
core. For a tong time feminists ignored their 
own tradition of a succession of women 
mints and other women writers who had 
inverted and occasionally even subverted 
the classic ideals of womanhood embodied 
in the hegemonic texts. The movement paid 
a price for this failure. It appeared to be 
based on dry, upstart ideas lucking mx* in 
the soil. It is only recently, when the 
movement lost some of its momentum, that 
I began to worry about (his lacuna. In my 
restlessness and also as a part of my other 
commitments and interests. I turned to 
literature for comfort and. honestly, even 
some kind of an escape from the harsh 
realities of social life. Suddenly I discovered 
the tremendous potential of the Marathi 
tradition which asserted women’s right to 
lead a life of their own. This realisation not 
only provided me withnewsourcesofencrgy 
and ideas but opened my eyes to whole areas 
where women's studies can achieve 
remarkable progress and fruition.. Ac¬ 
cordingly I present here the way 1 came to 
see the continuity of women’s protests in 
Marathi literature right from its inception to 
the present day. 

I 

Pre-Colonial Period 

The first phase of women's literature in 
Marathi covers a period from 13th century 
AD to the beginning of colonial rule at the 
end of the 18th century. During these six 
centuries we come across a long line of 
women saints. They followed one after the 
other with amazing regularity Someofthcm 
are known andchcrishcdinall Maharashtrian 
households. I soon realised that they were 
known in a certain curious manna. These 
women were without exception referred to 
in relation to their male gurus or mentors. 
For example, wc always talk of Mahudaisa 
of Chakradhar, Jani of Namya. ’Little’ 
Muktai of Dnyaneshwar. Bahinahai of 
Tukaram. Vcnabai of Ramdas and so on. 
This is a classic instance of Itow the 
hegemonic order manages to rcappropnate 
emancipatory drives for its own legitimation. 

I began to ask myself a question. Why had 
feminists not perceived a theoretical 
challenge when they came across these male- 
oriented idenlificalKms of these hold women 
writers? 

Mahanumav Wumcn 

I first realised this when I began to consult 
the writings of the heretic Mahanubhav sect 
which emerged in the second half id ihe 13th 
century. A succession of Mahanubhav 
women writers including Mahadamha. 
Kamatotaa. Hiraiu. Nagai.u have tell for 


posterity a rich store of authentic protest 
literature. As Raeskfe has observed, the 
Mahanubhav doctrine is "..-designed only 
for the sanyasi. There is no provision for lay 
hangers on. no ritual, no real sense of 
community, notangiMeobjcctsof worship- 
except of course for Chakradhar (the 
founder of the sect) himself as the latest 
incarnation at God" (jn Tulpute 1979:5921. 
Chakradhar’s radical measures included a 
ban on the riuiai isolation oi menstruating 
women, a common feature of Brahmanism. 
Chakradhar himself had rebelled against 
various mdignnics meted out to women. 
One episode in Lerlot iwriim recording the 
story of his life goes this way. A brahmin 
had five daughters. All of them were widows. 
The neighbours habitually used to refer to 
them as randas’ (literally prostitutes). But 
Chakradhar himself always used to identify 
them as the 'panchaganga* (five Gangas or 
rivers) (Kobe 1982:405). Chakradhar has 
received high praise from modem social 
reformers and even literary critics. Ausa. his 
equally courageous woman follower, did 
not receive equal attention. Pi nd ad an. the 
ritual offering of food to the soul of the dead, 
is laid down in the shnsiras as tlic duty of 
the son or. in his absence, of some other male 
member of the family Women were denied 
the right to olfer pmdadan. Yet Ausa declared 
that 

I am ihc daughter ami 

I am (he mW list 

I Kobe 1982:3991 

This cxpicsison of exemplary defiance of 
the oppressive patriarchal order was not 
emphasised even in the Mahanubhav 
tradition. Another Mahanubhav woman, 
Baisa. also rebelled against the gcndcr-bascd 
rules which permitted natural bodily 
movements and expressions tor men hut 
imposed severe restrictions on women in the 
name ul privacy, grace and modesty. Baisa 
used to take her exercise of 250 sushtanga 
namaskars 4 (prostrate salutat ions) unmindful 
of the men who might he gazing at the 
’pnvwe’parts ol her body (Kolic 1982:415- 
17|. Tradinon pnii ses Chakradhar tor saying 
that a woman has no need to be ashamed 
when she has to hare her breast to feed her 
infant nor to loci embarrassed white haihing 
her child upon her exposed ihtghs. the 
common Indian practice IKoltc I982;227|. 
Once again ihc silence maintained about 
Balsa’s practice and the praise offered to 
Chakradhar stand in marked contrast. 

Vaxka at Wimtai Saints 

Wc must turn to the Vartan tradition to 
understand the full depth and grandeur of 
women’s proto* in Maharashtra. Among 
the mass of people m all pans of Mahara shtra 
and pankulariy m rural areas the Variuri 
tact and ttx tradition remain today a source 
of inspiration and comfort A* Delcury. a 


French cx-iesuit scholar, has pointed out. h 
is not a church tut a movement: "...there is 
iwcewndisedoiganisatkMi.no htenachy.no 
general councils, no credo, no sacraments" 
(in Tulpute 1979:2). Maharashtra’s cultural 
ethos is to a considerable degree shaped by 
this religious upsurge of the 13th century. 
It was a pan or the larger bhafcti (devotion) 
movement which arose first in the Tamil 
region around the sixth century, and later 
spread Irom (here to encompass Kmnftto. 
Marathi, Hindi and other language areas. It 
playeda rote similar to that of the Fraaestam 
movement in Europe. As Lete putt it, The 
Varkari poets spoke for a community of the 
oppressed (' tan vasarasrantt’) their critique 
«r ideology through a philosophy of devotion 
in life ( bhakti T (Lele 19X1:33). A K 
Ramanujan has mode it clear that "bhakli 
movements are also social movements. We 
should not forget that here all sons of crucial 
human experiences are cast inrebgiaus idiom. 
In bhakli ‘man is a man for all that’ and 
women are very much a pal of the scene. 
Feelings arc more important than learning, 
status and privilege. In fad status, pandkry. 
even malcness and the pride that goes with 
such (hingsare seen as obstacles to a true 
experience of God. Once such a position is 
taken, anyone at all is’qualifiedtoexperienoe 
God. To be human is to be qualified" 

| Ramanujan 1973:10). It is no wonder that 
radical intellectuals and movements in 
Maharashtra have tried to appropriate this 
rich heritage to further their causes as 
champions of the working class, the 
peasantry, the scheduled castes, the tribal*. 
So too later on did radical nationalism use 
this tradition against alien dnmnatian (Satdar 
1969. Pali! 1982). 

The Varkari movement produced a long 
line of women mints Women of ail cartes 
and regions in Maharashtra - lanahai, 
Muktahai, Goaai. Rajai. Ludai. Kanhopatra 
and Bahinahai - have left a rich body of 
literature. This is no accident All men sarins 
in the Varkari movement always supported 
the cause of women. Bknath is comidsted 
to he one of the Ibur pillars of this tradition. 
Zcl I iot has translated ooeof hk songs Amfaa. 
satvar pav gc mala' [ZeUiot I9873)M*(: 

Save me now Mother - 
1'U offer you bread. Bhavraai 
Father-in-law » out of tow* - 
Let him die there 

I II offer you bread. Mother thos m s a 
Mother-in-Uw tanoemxjnt - 
K*t) her off 

nt offer you bread. Mother ftriqwrni 

Sistcr-m-tew nags and nags 

Make her a widow 

I'H offer you bread. fthmm 

Her brat cries and cries 

Give him die heft 

ITt offer you bread. Bturweni 

I U give my huBha n d at a tacrtller 

free me mother* 

l’» offer yon breeds Rriawum 



Bk* JananUn say* 

Let dim all die 

Let me live, alone! 

The song offers a classic example of the 
Vark ad understand ng of women’ s problems. 
Zelliot writes. “A woman’s plea to the 
Goddess for deliverance from husband and 
in-laws is, one of Eknath’s most popular 
bhantds today - in spite of the fact that it 
counters the image of the devoted wife'" 
Hie bharud <a moralising burlesque) can be 
interpreted in metaphysical terms as an 
allegory tor casting off various sms and 
worldly attachments. It can also be interpreted 
as a comment on the necessity for women 
bhakti saints to give up husbands and homes 
to achieve the freedom to devote themselves 
to the worship of Ihcir Lord, as A K 
Ramanujan has pointed out. The Eknath 
touch is that it also reads as a married woman's 
bitter, ironic and quite funny cry for release. 
Both Amba and Bhawani are common 
Maharashtrian names for the Goddess. 

When I started reading saint literature. I 
came to realise that it is a large reservoir of 
an imminent critique of patriarchal 
oppression. Recently the feminist movement 
and the women's studies centres in 
Maharashtra have made some efforts to 
interpret and analyse this tradition [Dosai 
1985: Sheradc 1989. Bhagwat 19901. A lot 
more can be done in this direction. 

Since research earned on by leading 
feminist scholars like Kumkum Sangun. 
Sudesh Vaid. Umu Chakravarty and 
Kumkum Roy usually appears in English, 
it rarely reaches activists in the women’s or 
Dalit movements. The latter tend to shy 
away from studying Bhakti literature tor 
fear of being branded brahman' or ‘Hindu’. 
If however, we listen to ihc women .saints, 
we would certainly secure valuable insights 
into the history of Maharashtra as well as 
into contemporary problems. 

Take Janabai. for example. She was horn 
into a shudra flow caste) family and 
functioned as a dasi. that is. as a bonded 
domestic servant. While the tradition insists 
tint the household m which she worked 
brought her up benevolently as one of its 
own. the fact remains that Jitnahhui always 
identified herself as 'Dost Jant’. Her poetry 
is full of references to the hard chores which 
she had to perform, which deprived her of 
the space necessary for a dialogue with her 
own emancipatory God. In one of her oft 
quoted ‘abhangas’ (devotional songs). 
Janabai says: 

As a kite roams in the sky 

And still thinks of its young ones 

Or as a mother t% trapped in the household 

wort 

And yet longs for a child 

Or as a female monkey climbs from tree to 

tree 

And yet clasps its young ones 
., So is mother Vtthoba u> os. saya Jani 
tSkri NamUv Gotha 1970: 9401 


Through total surrender to Vithoba. the 
heretic, ritual-free God of Pandharpur, 
Janabai recovered her status as a free and 
autonomous human being. Her poems offer 
us a combination of a deeply fdt sorrow, 
a product of the fact that she was bom as 
woman, and a confident assertion that she 
could in real life undermine the cultural 
confines which denied identity to her 
kind. In another famous ‘abhanga’. she 
declares: 

I will let my sarec slip 

from my head to the shoulders 

Hold my head high and walk 

into the markct-plucc 

Taking cymbals in hand and veena on 

shoulder t will go 

Let me sec who forbids me 

I have opened a shop in Pandharpur 

put oil on my wnsx now 

lam declares herself a prostitute 

Leaving you O God. this 'home' 

\Shri Ntmulrv Gorin 1970: 1711 

Ramanujan comments on this song: 
"... Such a throwing away of clothes is a 
throwing away of concessions to social 
conventions, defences and investments. 
Nakedness signifies being open to the 
experience of God” [Ramanujan 1989: 13]. 
Janabai also claims. 

I am completely relaxed 
I am exulted, happy in all respects 
I am indifferent to distinctions 
of sex or body 

\Shn Ntmulrv Gttihti 1970: 963J 
She states categorically: 

1 am known to the world 

as merely Naina's maid servant 

I urn not learned 

I have not listened to discourses 

nor have I contemplated 

I do not understand proprieties or 

improprieties of this work! 

[Sliri Ntmulrv Goihtt 1970: 971) 

And yet the stamp Namayachi dasi 
I Namdco's maid) has scaled her true message 
tothisday It is for us as students ol women’s 
studies to release it. 

Then take Mukuthai. When I read her. I 
was struck hy her cool statement that: 

Do you desire self realisation? 

Then do not blindly follow others. 

Search for ihc truth in your own self 
There lies wisdom. a 

|Totithr Althtmgti 1978: I2| 

The strength of her character and conviction 
is attested hy the following myth which is 
popular in Vark an circles. It ts recorded in 
lb eHtm rijttv. a popular textofibe Vartan* 
Once when Muktabai was bathing in the 
nude. Changdcv. a reputed male yogi, 
happened hi come (hat *ay. When he saw 
her. he turned hts back in shame, Muktabai 
found fauh with hts behaviour, as he was 
known as an accomplished yogi. She told 
him quite bluntly that: 


One u not ashamed to stare at 
the niches in the wail 
Do the cows grazing la the 
fields have any clothe*! 

I too am like the cows. 

Why are you embarrassed at my sight? 

As Ramanujan has remarked "... By 
exposing the difference between male and 
female, by becoming indifferent to that 
difference, she is liberated from it - and 
liberates anyone who will attend to it" 
[Ramanujan 1973: 13]. 

Buhinabai was the lost great woman saint 
in this tradition. Even though a brahmin by 
birth, she accepted Tukaram. a great Varkari 
saint of shudra origins, as her guru. This 
created a crisis in his personal life. As 
Feldhouse relates “...with wounded pride, 
unable to understand devotional religion, 
and full of the prejudice of his high caste 
and superior sex. Bahina's husband prepared 
to leave her..." |Feidhouse 1982: 596|. in 
a perceptive account of Bahinabai’s life and 
work Hardy has noted: 'it is certainly true 
that some general complex, say 'bhakti', 
was operative in Bahina's environment 
independently from whatever personal 
application an individual might use it for. 
Nevertheless Bahina shows quite clearly that 
such complexes become alive only in 
specific, individual contexts that might in 
fact modify them considerably... And this 
rcsourse itself was hy no means pre-given 
to her. it came about through unconscious 
struggle and personal choice. The result too 
throws light on her' Hinduism'. She emerges 
ax a woman who had come to terms with 
the problem of life, ready to take on a positive, 
active note, and who at the same time knows 
■hat... life has come to an end for her" [in 
Fridhclm 1982:177]. Bahinabai was strung 
enough to defy the traditional ideal of a 
'pativrata' (a loyal wife) defended by the 
orthodox patriarchal order. She chose to 
interpret her 'pativrata dharma' I wifely duly) 
in a startlingly novel manner. She says: 

You cannot approach God 
If you do not love your husband 

But then she adds that 

A true wife is she who is aware of her own 

self 

Being married she has to fulfil her family 
duties: 

hut she must have the craving for spiritual 
salvation ton. 

It ts possible that the husband, 
children and other* may not approve, 
hut she must mu give up her true path 

She asserts: 

She whose mind constantly co ntempl at e* 
God 

Is recognised in Ac three worlds as the 
dutiful wife. 

I&wr Btthimbtwkkn Gtttko 1979: 205] 

She. therefore, concludes that woman at 
also men who due their wnckfly 11m with 



• sente of ‘nj|wnrtd* gnana' (supreme self 
nalUotkm) are irue wives. The path of a tree 
wife h as necessary for a man as ii .is for 
a woman. A measure of Bahinabai’s 
achievement can be gained from the f ad that 
in the end she actually managed to convert 
her husband to the Varkari sect. She 
persuaded him even to accept Tukaram as 
his guru! 

Bahinabai also Interpreted her duty towards 
her child in a revolutionary manner. She 
bore only one child and regretted this bitterly. 
Using a strategy totally different from the 
sterotype handed down by the patriarchal 
order through the centuries she transformed 
her child in her mind am) treated him as 
a companion in a former life. Bahinabai 
must have gained this audacity and 
independence of mind through her close 
contact with the living tradition ol 
emancipatory resistance waged by the 
outstanding women saints Irom the 13th 
century m her own IHih century. 

In my opinion women's studies have much 
to gain from following seriously 
Ramanujan's advice: "Anyone who wishes 
to study Indian women, listen to their voices, 
and find alternative conceptions in Indian 
civilisation, often startingly different from 
what one is used to in our classics, should 
turn to materials like die lives and poems 
of the women saints, women's talcs, songs, 
riddles, games and po verbs in oral traditions 
all over the country and the myths and cults 
of goddesses” IRomunujan I9K9; I4| 

II 

Colonial Period 

The years IX1X-I94K (.pan (he period of 
colonial domination. Colonialism gave rise 
to a new Emglish educated class ol 
intellectuals. In the words ol Lclc. "The new 
intellectuals had the task of justifying not 
only their own subaltern existence but also 
an alien regime, looked upon with suspicion 
both hy the indigenous ruling class and the 
common people" JLele 19X9: 35) This new 
rntdligenuoa absorbed some ot the unlit arum, 
individualislic. radical bourgeois ideas Irom 
its western counterpart. Its enthusiasm lor 
sptcadig female education at all levels had 
striking results. There appeared a new body 
of creative and critical literature in Marathi, 
both hy women and about women. Ac cording 
to Dandavatc, during the years from 1X73 
to 1920 some 300 women produced hooks, 
pamphlets, occasional papers, poems. shon 
stones, novels and essays devoted to a 
variety of topics (Dandavatc 1921: 2-31. A 
J«<»d idea ol the depth and quality ol 
women's protest and the level of cihi- 
KiousncKi cm he gamed Irom the writings 
by three uuutonding 19th century women 
- Tarehai Shmdc (elK5(M9H». fWrta 
iamabri fcl85*-l922). and Anandihai 
odd (clte5*lKXV) 


Tarabat Shindc'sbowfamouxessay Strce 
Punish Tulara' (A Comparison of Men and 
Women! with a subtitle ‘An Article Penned 
by Tarahai Shinde with the Purpose of 
Making a Comparison between Men and 
Women and Intending to Explain as toWho - 
the Men or Women - Are the More Brave' 
remained virtually unknown until 1975 when 
it was accidentally found by the well known 
scholar of Marathi literature. S C Malshc. 
Till then only a reference to it in one of 
the essays of Jotirao Phulc had kepi its 
memory alive. Tarahai is beyond doubt a 
very original, courageous and brilliant 
critic. Her bold exposure ol patriarchal 
oppression was so far ahead of her limes 
that the public lapse of memory in this ease 
cannot he an accident! 

Tarahai Shinde inherited (he tradition of 
the counter-cultural revolt hy the oppressed 
non-brahmin castes of Maharashtra under 
the revolutionary Icadcrshipof Jotirao Phulc 
11X27-1X90) who challenged all aspects of 
the hrahmanicai hegemony and gave a hitter 
and comprehensive exposure ot hrahmantc 
ideology. He took the radical step of starting 
the first school lor girls as well as the first 
school for sliudra and tuixhiidra (non- 
brahmin stiwunui castes and untouchable 
castes) children — both boys and girls. At 
the ihcoreiicol and progi ummntic level. Hhule 
worked lor a bmaU alliance ol all min- 
hrahmin castes and women against llic 
orthodox Hindu social order. Tarahai 
Shuttle's booklet was published in IXX2 in 
response to ju article that hod appeared in 
I’unr Vinhlui r w it h reg art) t o a hot I v di scu s ved 
incidcni. A young widow named Vijay.ilaxini 
had hecn senicnccd in death by the court lor 
committing infanticide hint- Vaihlutr 
pnnted an article making a vicious attack 
on Vtjayalnxmi and women in general lor 
thei: 'ntodcrnistic'. 'loose' morality. 
Tarahai's essay picks up every single 
accusation made against women and 
demonstrates how men invariably are 
themselves the perpetrators <>l the wry v ices 
they swollen locate tn women Tarahai must 
have been lannliar with the various ihemes 
tn the contemporary social relorm debate in 
Pune and western Maharashtra. O'Hanlon 
has pointed out that "what these Uillereni 
male perspectives shared in common, 
however, was the focus itself upon women's 
immorality, other than that of the men walling 
lo consort with them, and upon women's 
ei induct in general as I bo central and sensitive 
barometer ol the health of the tradition". 
More importantly O'tlanlon remarks with 
great insight. "In slightly different wavs, 
both perspectives (orthodox and liberal 
retormisi) created a position tor women in 
public discourse ;« once td acute respon¬ 
sibility and of pi rwericvavss. c< mi med wrthm 
on essential tsed nature and deprived of any 
rccogmwd presence of power of agency on 
ihctr own account", Tarahai Shinde oifcnxi 


the first fully worked-oUt analysis of the 
ideological fabric of Hindu patriarchal 
society. She also has the distinction of being 
the first Indian feminist literary critic. 
Tarahai’s exposure of mate stereotypes of 
women appeared almost a century before 
Simone de Beauvoir’s 77u" Second Sex. Some 
idea of her thinking may be gained from the 
following arguments: 

Cod brought this ama/ing universe into 
being, and he il was also who created men 
and women both. So is it true that only 
women's bodies arc homc.lo all kinds of 
wicked v ices.’ Or have men got just the tame 
laults as wc find in women'* I wanted this 
lo he shown absotuicly clearly, and dial's 
lhc reason I’ve wimen ihis small hook, lo 
dclcnd lhc honour of all my sister 
country women Turn nor looking at particular 
castes or lamiltcs here It’s a comparison 
jusl between women and men. lO’Haaloa 
tWd 7SI 

And again: 

Bui every day now we have to look at some 
new and more horrible example of men who 
arc really wicked and their shameless lying 
lucks. And nol a single person say*anything 
about it. Instead people go about pinning lhc 
blame on women all lhc lime, as if everything 
bad was then fault When I saw this, my 
whole mind just began churning and shaking 
our of Iccling f r the honour of womankind. 
So I lost all my four. I just oukfn'i stop 
myself writing about it in this very feting 
language |0"Hanlon 1994: 77| 

She goes on in the same tone: 

Because you men all are the same, all full 
of lies and dirty (ricks But I come from the 
weaker side of nature, so you will sec all 
sorts oi laults in this hook . still, all I've 
dune here is write down w bat I sec with my 
eyes |C Hanlon 1994: 77) 

The utter independence of thought and 
person that Tarahai Iwd achieved can be 
judged by the lines which immediately follow 
the above passage. She continues: 

f am not going to ask all the usual things , 
here - don't just ignore this hook, rend « 
carefully, give u some support and so on. 
Ail I ask if you're realty someone with M 
open mmd. think about« careftdty and tec 
if what I say is tree or not. But if yon joat 
kick your horses forward to protect thoae 
laiwy reputations of yours I've gor no remedy 
tor that Suit. I will myself always straggle 
and sutvc tor the pood of my own kind, and 
keep <m sowmg the seed of gond i: nndnet 
in ibor mmdt (O' Hanton 1994; Tt] 

With the solitary exception ol Jemma 
Phulc. n» one even tn SatunhoAod Smmi 
(lhc radical non-brahmin movement) 
estjNtshcd by fum cared to lake Tarahn'i 
work scnnusly. Intact. KmrinaraoBfedckjr. 
a cfcrmc associate of Phulc and chc number 
two man m the W un A m Aof ttt tm mm. 
made a violent art nek rat the few*, at*drtmad 



of personal abuse. It is no wonder the essay 
was allowed to be forgotten. Tarabai's 
narrative device is simple. She takes one by 
one every single representation by men of 
female nature in authoritative Sanskrit and 
vernacular literature, cultural and religious 
canons, and refutes them point by point. A 
similar strategy was adopted a century later 
by Simone dc Beauvoir in The Seetmd Sex. 

Why is it that the contemporary feminist 
movement in Maharashtra land elsewhere in 
India) and the existing women's studies 
programmes have failed to conceive of a 
program me of analysis of the entire structure 
of Indian masculinist culture? It seems to 
me that there must he something in our 
approach that has made us blind to the 
possibilities of employing strategies which 
Tarabai Shinde had pioneered in our own 
country. 

Another remaricahlc figure produced by 
the t9th century social ferment in 
Maharashtra was Pandita Rumabai (I858- 
1992). who became a legendary figure very 
early in her life. A B Shuh, an author known 
for his preference for understatement, talks 
of Ramabai's achievements in these words. 

Pandita Ramahai Saraswali... was the greatest 
woman produced by modern India and one 
of the greatest Indians in all history... She 
was a Sanskrit scholar. She was (he first lo 
introduce (he kindergarten system of 
education and also the first lo give a 
vocational bias to school education in I ndia... 
She was the first to rebel against the inhuman 
slavery to which widows arc subjected in 
Hindu society and to lay the foundations of 
a movement for women's liberation in 
India-white she accepted, oven invited, 
assistance from all over die world, she never 
compromised her principles for the sake of 
pleasing anyone. fShah t977:xi] 

Pandita Ramabai's autobiography A 
Testimony and many other important books 
including The High-Caste Hindu Woman 
and Stree Dharma NeeU (Morals tor Women) 
written both in English and Maraihi stand 
testimony to her theoretical clarity, analytical 
vigour and realism. 

Pandita Ramahai look ibc courageous step 
of accepting Christian faith even through 
she came from the highest bracket of the 
Maharashtrian Hindu social order. (She was 
by birth a Chitpavan brahmin.) The 
independence and integrity of her character 
is dear when we realise that she earned 
throughout her life a simultaneous battle 
against both the Hindu and the Christian 
religious hierarchies as well as against Hindu 
and Christian masculimsi social norms. In 
a letter to Sister Geraldine, her church 
supervisor, dated May 12. 18X5, she wrote 
bhmdy: 

It seems to me that you are advising me 
trader the WE (authorities of the Sisters of 
the Community of St Mary the Virgin. 
Wantage. England) to accept slwayxtbc will 


of those who have authority, etc. This, 
however.! cannot accept .1 have a conscience, 
and a mind and a judgment of my own. I 
must myself think and do everything which 
GOD has given me the power of doing... 
Although priests and bishops may have 
certain authority over the church, yet the 
church hat another Master who is superior 
even to the bishops. I am, it is true, a member 
of the church of Christ, but I am not bound 
to accept every word that fails down from 
the lips of priests or bishops...Obedience to 
the law and to (he word of God is quite 
different from perfect obedience to priests 
only. 1 have just with.great effort freed 
myself from the yoke of the Indian priestly 
tribe, so I am not at present willing to place 
myself under unother simitar yoke by 
accepting everything which comes from the 
priests as authorised command of the Must 
High. IShah I977J9J 

The hold and yet balanced attack made 
by Ramahai on the patriarchal order is 
exempli lied in the Inflowing passage drawn 
from her hook The High-Caste Hindu Woman 
published in IKK7. She writes: 

Those who have done their best to keep 
women in a stale of complete dependence 
and ignorance vehemently deny that this has 
anything to do with the present degradation 
offhcHindu religion. I pas* over(hehundrcds 
of nonsenses which are brought forward as 
the strongest reasons for keeping women in 
ignorance and dependence... meanwhile it 
is our duty to take the matter into serious 
consideration, and to put forth our best 
endeavours to hasten the glad day for India’s 
daughters, aye. and for her sons also; because 
in spite of proud assertions ol our brethren 
lhai they have not suffered from the 
degradation of women, their own condition 
betrays buinxi plainly the contrary. (Ramahai 
19X1:48] 

Anandihai Joshi (1865-89) is another 
remarkable woman of the last quarter of the 
19th century. After her marriage at the age 
of nine, her husband in a typical colitnial 
reformist fashion compelled her lo embark 
on a course of western-style education In 
1883, she went to the US lor advanced 
mcdicoi studies and she graduated in 1886 
from Women's Medical College in 
Philadelphia. Shu was the first Indian women 
lostudy modefift medicine. In February 1889. 
very stum after her return from America, she 
died at the very young jgc of 24. Her 
correspondence with her husband from the 
US gives us a good idea of the tremendous 
insights she gained into the Hindu and 
Christian patriarchal systems. From her letters 
it is clear that she saw through the strategies 
employed by the 'modern', 'progressive' 
Indian educated men in the period of anti- 
colonial nationalism to moutda‘new’ Indian 
woman to suit their eme rgin g hour gents . 
needs and tastes. She was able to set forth 
ht dew objective terms the price which men 
have to pay for enslaving women. Unlike , 


Ramabal. whom she knew weft, she 
change her religion, la a (ketch of he 
pref er enc es . Anandfbti identified i 
and subjugation at the things in the 
which she moat disliked. [Kanltkar 

The record of these three 19th ce 
Marathi women thinkers gives us an i 
the rich heritage of wo men's protest Ht« 
which we have hardly begun to tap 
purposes. Even the treasure of wot 
writing of our own century is so rich 
justify a long-term programme of colk 
research. 

Ill 

PosM9C7 Proteat Liter*tart 

t 

For want of space I pass over the wot 
literature from the beginning of the 
century to 1967. The writings of these 
reflect the perspectives and expcrienc 
women in the environment of the fre 
movement, the epoch of Mahatma C 
and Pandit Nehru. By 1967 the good ai 
as the poor results of the develo. 
strategies adopted by I ndian decision-m 
began to become manifest. Indian st 
wax in the process of shedding its 
industrial form. Inevitably more clew 
and discontinuities than in the earlier f 
characterise Indian society today. Wot 
protest literature of the period since 
comprises a wide variety of approac' 
terms of both substance and for: 
expression. Gauri Deshpande. fnrexai 
expresses creatively the aspirations an 
dilemmas of women who have accept* 
values and life-styles of progre. 
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todhrkk»li»m.Thc£oocefn«a«d woe*«be 
de^lcttsretyptrol of her upper class, highly 
literate, westernised elite risers. Kama] 
Detai alto adopts liberal, reformat!. 
individuaHttic worldview* but betrays Her 
typical middle claw upbringing. On the 
other hand, there are also women writers 
belonging to both the above mentioned 
circles who have produced a quite different 
self-conscious “women's literature". 

A striking aspect of post-1967 women's 
literature in Maharashtra is the emergence 
of Dalit women writers. The dalit movement 
in Maharashtra represents the revolt of the 
former untouchable castes against the 
Hindu/1 ndiin social order. The movement 
is based for the most part on the Mahars 
(the largest untouchable caste in 
Maharashtra! many of whom have given 
up the Hindu faith and accepted Buddhism 
as an emancipatory measure. The very term 
dalit sheds light on the militancy of (he 
movement. It represents a deliberate and 
deeply felt rejection of the vocabulary 
employed by the caste Hindus. It refuses 
equally the designation 'untouchables'. the 
patronising term ‘harijan - proposed by 
Mahatma Gandhi and the official, legalistic 
veraion ‘scheduled castes'. Dalit implies a 
secular, egalitarian, emancipative, militant 
self-identification by the lowest rungs of 
the Hindu social order. It opens a path for 
strategies of solidarity on the part of all 
oppressed humanity including women. The 
literary and cultural vitality of the dalit 
protest is amazing. In a number of ways 
the dalit movement ahd literature of 
Maharashtra parallels the Black movement 
and literature of the US. With the spread 
of education among the neo-Buddhist 
women, dalit women writers like Baby 
Kamble. Mallika Dhaxal. Jyoti Langcwar 
and Urmila Ptfwar have emerged on the 
scene. They have slowly begun to articulate 
not only women's agonies in general, but 
also the experiences and agonies specific 
to their caste. 

Mallika Dhasal is the wife of Namdcv 
Dhasal, a leading figure in Dalit movement. 
Namdcv is himself a poet, a creative writer 
and a militant political leader. Mallika was 
bom and brought up in a socialist home. Her 
father was a Muslim and an active member 
of the Communist Party. Mallika concludes 
her autobiography Mala Uddhvusia 
Vhaychay (I Want to be Destroyed) in these 
words; 

How many times have I gone through an 
ardonl . I haw pulled myself to the lowest 
leval... My whole life was dragged... This 
it really earing me- I had tetf respect, 
instead of calling myself a women's 
Hbcratiooist 1 would say that I and any other 
woaan kn this world is bore free and a 
women should retain that freedom at any 
cost. As tong as a woman burns her setfnew 
to save her huahaod aad home she will 


remain a tubonfinaie human being. Man or 
anyone for that muter will not leave Me 
power easily. Is not it true that we women 
feed the ego of men? A woman should never 
■ totenwdecek. This it her biggest msuk aad 
why? Doe* woman tkioe need physical krve? 
The husbaatf who wanu his svlfe to he honest 
and committed only to him. is h not his duty 
to observe the same rules? People say dun 
it it very common to have in extra-marital 
'affair' aad then brush it off. They aifbound 
to justify such things because they me 
benefited by it. Bin women's thinking is also 
very sidled aad they refuse to speak. They 
say‘A man is born (hat way. He comes back 
at the end!' and keep quiet for saving the 
family'* honour. This non-speakiag is bad... 
as long as you go on tolerating something, 
the burden id injustice goes on increasing. 
(Amarsheikh 1984: 123-241 

IV 

Summing Up 

This overview of women's protest 
literature in Maharashtra makes dear the 
irrcceivabilily of any notion that Marathi 
women look a meek, passive and fatalistic 
position in the face of the painarehal order. 
Once wc give up the usual orientalist 
perspective treating Indian and hcncc 
Maharashtrian history as one of stagnation, 
we can appropriate women's literature 
through all these centuries as a resource for 
understanding our own problems and 
dilemmas. Marathi women's literature from 
the 13th century onwards gives us a key 
to the conceptual and practical strategics 
employed by women to create counter¬ 
cultural meanings and spaces. At the same 
lime we should not treat women as a 
monolithic category. We have seen how 
their individual voices arc concrete and 
specific reflecting their own personal, caste 
and class experiences. Wc must not be in 
a hurry to impose on them our own 
ideological or methodological frameworks. 
We shall have to make deliberate attempts 
to develop new canons of literary and social 
criticism to ensure that a woman's voice is 
listened lo as such and not as a reverbera¬ 
tion ot something else. In other words, we 
should iry to study Ihe concerns and pro¬ 
blems of women which have been act ualtsed 
in theirliterature. A sensitive understanding 
of the visions and utopias entertained by 
these women can serve as a proper basis 
for developing a sound historical critique 
of patriarchy. A knowledge of the multiple 
strategies of open and guerritla defence 
employed by women over the past seven 
centuries will help us lo draw up a concrete 
programme of action for today and 

tomorrow. 

[Thu mpef wdt be inchadad m a volume edited 
by final is Gaocih aad Lads Dube an the 
sMbtapufogy of gewto.) 
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Search for Women’s Voices 

Reflections on Fieldwork, 1968-93 

Malavika Kuiekar 

Reflecting on her experiences with fieldwork over the last 20-add years, the authorfinds that her perceptions ofwome 
and of what is of concern to them have changed radically. She traces developments in social theory, especially the emergenc 
of women’s studies and post-modernism, over this period and links these to changes in her own orientation and work 


I 

WRITING about one’s experiences as a 
field worker can never be easy, and in recent 
years it has become positively daunting. 
With the virtual explosion of literature on 
the observer and the observed, the reader 
and the text, the author and het/his creation 
and so on. the process of looking at one’s 
work - let alone deciding on how to do it 
- is today a complicated businexs. When 1 
decided to do research in social anthropology 
well over two decades ago. the situation was 
different, and, I feet, more uncomplicated. 
I remember looking forward eagerly to that 
essential rite de passage, fieldwork. My 
occasional twinges of apprehension. I was 
assured, were perfectly normal. In those 
early days one’s primary concern was with 
choosing an appropriate topic, tools for 
research, the validity of various sampling 
techniques and so on. Making contacts in 
the field, being successful with the framing 
of questions, and even being able to go 
beyond them, were debated with one’s peers 
and teachers 

The challenges of fieldwork were, of’ 
course, different and exciting. Writing up 
findings was laborious and posed many 
questions of style, content and analysis. But 
i cannot remember being too perturbed about 
whether I was competent to write about 
other people’s lives. And if one were, what 
were some of the rules so to speak, to be 
followed? How did the fieldworkerorganise 
and mediate her position in the field and 
afterwards? In 1968 I'm not sure whether 
I asked too many questions of this nature, 
either of myself or of my supervisor. My 
basic aim was to do what I felt was a 
competent piece of fieldwork and analysis 
with a certain degree of responsibility and 
intellectual honesty. To my mind, this did 
■at involve too many questions about my 
role as an external observer, though I do 
remember spending considerable time 
thinking about the lives and experiences of 
res ponde n ts and of bow different mine were 
from theirs. The field became an integral 
part of me. even when I was away from it. 

Rrirfy earty on, it scented reasonably clear 
to amhrapotofists that, as is true with most 
intense and at times prolonged interactive 
procmaes. there was need for rwlf-analysis 
by dteednofriplier before, during, andafter 
a speS of fidd work’’. For, one cannot - and 
indeed should nor oven attempt to - "drive 


underground the observer’s personality” 
(Beteillc and Madan 1975]. How then do 
field workers mediate their way? Is it ever 
possible to draw watertight boundaries 
between observation, participation and 
involvement? Writing on the issues arising 
out of studying one's own society well over 
two decades ago, M N Srinivas observed 
that to be a successful fieldworker meant not 
only collecting "a vast amount of the minutia 
of ethnography ” but alsoexercising "powers 
of empathy": 

In this respect the sociologist is like the 

novelist who must of necessity get under the 

skin of the different characters he [sic] is 

writing about [Srinivas 1966:156). 

While Srinivas agreed that in the process 
the sociologist may become detached from 
his/her own society, he felt that it was 
absolutely necessary and hence possible for 
one to achieve a degree of distancing from 
the field when writing up one's findings. 
However, once one has got under the skin 
of the respondents, it is not always easy to 
come out unchanged as two further processes 
take place almost simultaneously: one reports 
on the basis of a subjective understanding 
and interpretation of another’s life situation, 
and the observer too changes in many ways, 
some of which are not always that subtle. 
Recognising that personal history more often 
than not influenced one's judgment. Srinivas 
suggested that in order to get as 'objective' 
a picture as was studied by "sociologists 
with different backgrounds, and indeed from 
different countries” {1966: 154). 

Thus, almost three decades ago. by alerting 
us to the fact ihte different people view the 
same situation differently. Srinivas placed 
squarely the question of subjective analysis 
in the realm of social science research. The 
author wrote his insightful essay at a time 
when theoretical sociology was on the brink 
of Important developments which would 
soon influence approaches 4n fieldwork as 
well. More recently scholars have looked 
specifically at the position of the woman in 
the field |di Leonardo 1991; Hondagneu - 
Sotelo l988:Panini 1991: Sum hern 1987a). 
Here I am concerned with a few issues that 
they and others have raised. 

I shall artempt to understand and analyse 
what happen* to* fieldworker before, during. 

andafterfleidimrk.lhtvr,todatc.compieted 
fiddwurfc for four different studies, three of 
them focusing on women. What I find 
particularly uncrating at both the personal 


and intellectual levels is that my perceptk) 
of women and of what it of concern to tin 
changed radically between 1968 and 19! 
Today, when in the field I ask for a lot mt 
directly as well as indirectly, and try to 
beneath the apparent much more thui 1«. 
in the early yean. In part, of course, this 
due to the process of ’growing up’ ■ 
maturing in the discipline as well as in a f 
changing world. Equally importantly, t 
development owes much to the emergen 
of women’s studies And the womer 
movement. Their impact on individual If. 
as well as on collective judgments has ■ 
been inconsequential. Here. I shall try 
rather complex exercise of relating chan 
in my orientation to developments in theoi 
In order to do so I shall trace briefly thr 
developments viewed in the context of« 
work. 

II 

When in 1968 I enrolled for an M 
degree at the Departmentof Sociology, D 
School of Economics, I spent considers 
time training myself in research medm 
an Oxford degree in philosophy, politics 
economics with two special papers 
sociology had not much on methoddo 
and research techniques. My specialised 
in the sociology of education oriented ; 
towards a research topic which would rcfh 
my interest. In (hose days there was a growi 
body of literature on the sociology 
professions, the school as an institutk 
socialisation processes, education as an^t 
of mobility and so on (see, for inslam 
Gore, Cbitnis and Desai 1967; Bcndix ■ 
Upset 1966; Parsons 1954], I read Myn 
and Klein on working women and their di 
roles [Klein 1965: Myrdal and Klein 191 
and in keeping with the current emphasis 
role theory decided to study women schc 
teachers andtheircnmrnitmeni to a profmi 
and professionalism (Kartekar 1970; 197. 
Bawd on a study of 56 teachers In be 
government and private schools in Detti 
concluded that only a few m my sample wt 
“positively motivated” towards teachii 
Respectability of the occupation was me 
important than job satisfaction. Ruth 
"invettifafions into the background of the 
committed to teaching show that they cot 
I row* me OCOOOMCWnj pnwtWfO Q mtmm 
society" fKartekar 1975:53). 

I nosed that "more than 30 per cent of i 
temple chose teaching because «h 



p wc eivcd lt ms respectable occupation for 
ed uc ate d women" (1975:55). Thu*. social 
respectability - which meant working in the 
safe environment of the school, mostly with 
women colleague*, going to work by a school 
or chattered bus and limited working hours 
- were important factor* in determining 
choice of a profession. I found that the 
economic motive was very important for 
over a third of the sample. White for a 
quarter, their entire income was spent on 
household expenses, a majority of the rest 
said that their earnings helped improve the 
general standard of living of their families. 
As over 90 per cent were first generation 
women earners, I analysed in some detail 
the sociil change brought by increasing 
female employment. 

My thesis was an analysis of growing 
employment among middle class women, 
contrasts between government and private 
jobs, and motivations for working outside 
the home. The emphasis was primarily on 
professionalism and then on women as a 
category of analysis. Thus. I concluded., 
women in private schools who did not need 
to work for a wage were more professionally 
committed and involved with their students. 
Most of those in government schools, on the 
other hand, did not think that being a teacher 
meant a special responsibility: in fact, as 
students often came from underprivileged 
sections of-society, middle class school 
teachers were keen on maintaining school 
distance from them. A few also felt that a 
lower caste background meant a limited 
capacity to (cam. 

What I did not do was to question too 
closely or enter into heated discussions on 
any issue, he it determinants of student 
capabilities, gender differences in 
achievement, parental roles, or relations with 
the school administration. Nevertheless. I 
observed interactions with students, parents 
and the administration and discussed these 
in the thesis. Nor did I question respondents 
on role-sharing at home - what is now k nown 
as th e s ex u al division of labour-and whether 
they found the dual, if not triple, burden 
situation onerous. I r em e mb er myself as an 
eager young woman, anxious to succeed 
and no please. But 1 also remember being 
•ware of my privileged position: I had a 
good edu cat io n , a secure and well-placed 
family background, and above all. the 
freedom to make choices and ask questions 
of myself and of my family. I was acutely 
conscious of these factors, which I'm sure 
•too held me beck from questioning too 
intensely thoee with few chorees. On the 
other hand. I listened carefully to the 

medirn'obaervations and value judgments 

andl noted them down almost verbatim. 
The m we re then included as tag quotations 
in the teat The women's voices came 
through dearly here and ia the case studies 
of eight teachers 


I enrolled for a PhD in 1971 but did not 
think of expanding my M Liu dissertation, 
a not uncommon option for many doctoral 
theses. In part my decision was governed hy 
the fact that marriage took me to Calcutta 
and a different social and political world. 
Also, I was dearly not sufficiently interested 
in women teachers or professional ism among 
women to pursue the theme in West Bengal. 
Work on my thesis introduced me to a 
completely different life situation, that of 
realpolitik violence, coping strategies, both 
fair and foul. I studied the Chhatra Pari shad, 
a student association affiliated to the 
Congress Party, and its role in the party's 
resuscitation between 1970and 1972.1 found 
most useful P C Bailey's Stratagems and 
Spoils and William Foote Whyte's Street 
Comer Society. Bailey's typification of 
‘public face' and 'private wisdom' were 
extremely appropriateinirying to understand 
individual and group behaviour. Foote 
Whyte’s fascinating work on street comer 
boys in "Comerville" provided many insights 
into methods of observation, both participant 
and non-participanl. 

I remember wondering why the Chhatra 
Parishod did not have more women cadre 
or leaders. In fact, of my 81 respondents, 
only two were women. While one of these 
girls was included as a case study, and hence 
interviewed in detail. I was more concerned 
with her political socialisation than with her 
role as a woman in a male-dominated 
movement. I did not ask her any questions 
on whether she fell discriminated against in 
the organisation or if she was trying to get 
other women friends to join die Chhatra 
Parishad. In other words, as with M Lin 
dissertation, my interest was with social 
change and mobility. Though the M Liu had 
an all-women sample, the emphasis was 
clearly on the growth of a profession. For 
my PhD. I was fascinated by the evolution 
of a movement, the creation of first generation 
leaders and their socialisation. Both theses 
then straddled current interests of the time 
in agents of mobility, overall change and 
political development; collective processes 
were of greater importance than individual 
dilemmas. 

A common thread, however, which linked 
my later work with these two theses was my 
consistent emphasis on case studies, long 
quotations and detailed descriptions of the 
physical environment. Dearly. through all 
my fieldwork experiences, how I should 
represent another's loc situation, opinions 
and views was a cause of great concern as 
far as possible, I was bang true' to them. 
This was of course during the high point of 
positivism and structural fanctwaalitm in 
Indian sociology, when rt secrood enough to 
he aware of tme'srote an an outsider, an mser- 
pretar. while doing an academically sound 
pteoe of research, Idem on piwnvocality. 
polyphony, the uetMaperiultore of (he 


ftsldwaffcer and so on, had yet to assault the 
post-independence Indian in the field 

U1 

In 1974. the report by the Committee on 
the Status of Women in India. Towards 
Equality, was published Its many startling 
findings indicated the need for much greater 
investigation into the issues before women. 
Accordingly, the Indian Council of Soria! 
Science Research funded several studies, 
many of which were available in rrameo 
form by 1979. In the years following, these 
and many others were published (see for 
instance. Kariekar 1982b. Mazumdar 1990: 
Mitra 1980a: Mitra ct at I980b|. The shift 
m emphasis to case studies and the micro- 
level was significant. By 1975 I had 
developed a certain sensitivity to the 
inequalities in Indian society; some 
interviews in the early 1970s with me m b ers 
of the scheduled castes (mainly meal made 
me acutely aware of the need to study the 
roots of oppression and inequality. I alto 
acknowledged the gender dimensions of this 
inequality. Thus I applied for an ICSSR 
fellowship to work on the socio-economic 
status of bahitiki women, a sub-caste of the 
north Indian caste of bhangis or sweepera 
and scavengers. 

Balmiki women are underprivileged ws- 
a-vis their menfolk, and further, as m e mbers 
of a stigmatised group they share with oMer 
caste fcHowsagenendscnseofdis c rimmation 
and rejection. Apart from a socio-economic 
profile of 80 women. I hoped to murine 
two generalisations aboutthiid world working 
class women-which had by then started . 
appearing with some regularity in western 
literature. First, it was felt that the spread of 
mechanisation would prove a throat to the 
employment of women of the labouring 
classes: secoou. deprived of an income aad 
relative economic independence.a women's 
position and status would deteriorate even 
tunherfBoscnip IW.ScMegd 1977; Tatar 
and Bramsen 1976]. While not wholly wab- 
out basis, nonetheless I fell that these 
propositions were cons i derably constrained 
by cultural perspectives on the meaaiag of 
work, employment, independence mi soon 

The bslimkis are substantially affected by 
(he urbanisation. Together with other 
categories of the urban poor, they In* 
dispersed t* the various stum rad teaeuMut 
colonies of the capital. Whan I chase to 
study San Quarters, a west Delhi eahwy 
coRshuaedoriginatiybytheDrifoihhiniciptil 
Corporation for its s weeper s . I was aware 
of some of the pro hi em I mm hftaty » 
encounter MyAaldwotk came mBat* 
of the Congress goveraammt's i 
drive at wrilmusi 

yU w o ul d h av 


far me in tafc to the 
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CREDIT LYONNAIS 

INDIAN BRANCHES 

W 7 ES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED MARCH 31,1995 

(In thousands of Indian Rupees) 


Lribflfcy on account 
at HOT ling forward 


OwraiMi gfan on 
befcrffoffwMrimaw 
iahia 
Outride indie 
UnderwiWot oomnaena 


PraAtaandear 


Lon of nlt«fi 


7,342,601 

775,502 


604^44 

041,372 

22.500 

201,497 

20,000 

9.997.716 


5,459.541 

754,393 


704,959 

296,202 

63,500 

180,000 

20,000 

7.478,595 


629.917 

281.895 


399.614 

186,317 


13.089 ) 14.286 


924,901 


600.217 


51.713 

144.792 


(154,345) 

>0.421 

67.224 


(36,664) 

6,427 


16. Interest Expended 

Interest on deposits 
Interest on Reserve Bank 
of Indiafmter-bank 
borrowings 
Others 


17. Operating Expenses 

Payments to and provisions 
for employees 
Rent, taxes and 
lighting 

Postage, telegrams, 
telephones, etc 
Repairs and maintenance 
Depreciation on 
bank's property 
Printing and stationery 
insurance 
Advertisement and 
publicity 
Law charges 
Auditors' fees and 
expenses 
Directors' fees, 
allowances and 
expenses 

Other expenditure, 
including Head Office 
expenses—Rs 20269 
(previous year— 

Rs 14.7771 


198.899 


213,036 

19.167 

431.102 


124.488 


206,299 


273,791 


18 PrevKXi- -car's figures have been regrouped and tedasa- 

fiedw5^evernw»st^»raike them com parable withe untai 

figures. 



violence, dnmkenncM among the menfolk 
and (hair illicit reUtknahip* were accepted 
u a matter of coune. Unless* things got 
really out of control, these were clearly not 
areai where intervention by outside agencies 
like the ubiquitous social workers would be 
appreciated. 1 asked no detailed questions 
on these sensitive issues, a fact which I And 
interesting as well as intriguing - two decades 
down the road. In part, my rectitude in these 
anas was on the advice of the social worker; 
in part also, it is dear to me today that i did 
not really understand the need to study 
domestic violence - or indeed appreciate the 
everydayness of its incidence. 

When, at the end of field work I told my 
respondents that they had been of 
considerable help to me. Shanta. who had 
become quite a friend, said. "Bihiji. aap in 
apni kitab likhengey. pur hamara kya hoga?” 
(Bibiji. you will write your hook, but what 
will happen fo us?). I had no honest answer 
to give her. just as I had not really been 
unable to deal with ihc persistent question 
of many women, "Bibiji, hamey tssay kya 
milegaT' (Bihiji. what will wc get out of 
this?). Today I realise that my dilemma is 
of course not something unique; many a 
fieldworfcer has been faced wiih similar 
situations where questions of one's role keep 
cropping up. Such questions inevitably set 
up a chain of ihoughi. a process ol 
introspection: is one in fact exploiting one's 
respondents by taking up ihcir lime? Does 
not the process of questioning sooner or later 
sow the seeds ol douhl in the minds ol one's 
informants? For instance, how did my 
constant harping on the issue ol how much 
work men actually did within die home 
affect women who had internalised 
exploitation as their fate? Or tor that matter, 
what impact did my surprise at the tact of 
rare visits to the natal home have on an 
unhappy girl longing for a hit of motherly 
love? I rarely allowed myself to think loo 
much about these uncomfortable questions 
during my visits to the colony 

When I sat down to wnic my report, 
however, many images continued to fin 
through my mind. I felt Bimla’s anguish 
and Mayavati's cynicism regarding 
education as well as liitlc Sharadj's 
excitement as she prepared (or a longed-for 
day In school. I was not always sure of how 
I should write about the lives of the women 
1 had xpent duys with. While I knew any act 
of telling to he interpretive tn nature. I was 
nonetheless anxious to he as 'true' to my 
respondent's reality as was possible. I also 
knew that when those studying arc physically 
and mentally subjugated by society and by 
men. the moral overtones ol a licldworker's 
hxarvonrion and probing have implications 
of a different order. Inadvertently, one may 
be Initiating a process of self-analysis, of 
oonertousness-ruising. among a group which 
hat Utile hope ol escaping from the bondage 
of daily life! The resultant fnistration and 


anger are in thiscasc the direct responsibility 
of the fiddworkcr, who becomes an agent 
of exploitation. As already described, my 
intellectual apparatus - be it categories of 
analysis, vocabulary as well as questions 
which I regarded os important and so on - 
were, in a few situations, not relevant. 
Consequently, my pre-fieldwork const¬ 
ruction of what a typical oppressed halmiki 
woman was like had to he constantly 
amended; the conversion of experience into 
expression was not an easy process. I took 
the easy, uncomplicated way out and wrote 
a monograph on the women I had studied. 
Not unexpectedly, it did not capture much 
conflict or the sense of latent aggression and 
power inherent in my role of privileged 
researcher. 


IV 

This study convinced me of growing 
validity of women's studies in understanding 
inequality | Karlckar l9X2a|. It also made me 
aware of my inability to face Ihc field again 
for a while. A number of reasons, one of 
which was a definite nagging feeling that 
I could not enter into another cxpioiuiivc 
relationship, took me tn a completely 
different area of study. As a middle class 
Bengali woman with an interest m her roots, 

I was curious to find whai role education 
had played in ihc lives ol early pioneers, lhai 
is. of I9ihcentury women. I tell thai archival 
research m this area would help me to 
understand hetlcribcsocm-hisiorical genesis 
of unequal gender relations. For this, as ihc 
point of view of historians and social 
chroniclers w as clearly not enough. I decided 
to read women' \ comment arics on their lives 
and limes. 

I was now moving into a field ol another 
kind; that I had to read, analyse and interpret 
the words ol others meant once more a 
dialogic relationship, this lime with Ihc text. 
While wnling my first drall I was acutely 
aware ol the lac) dial I was treading on 
difficult terrain. Nonetheless. I persisted in 
a manner which ( Iclt best represented my 
understanding ol the texts. At the same time. 

I experienced several moments when I 
wondered whether I was noi imposing my 
late 20th century view-son a group ol women 
who could no longer defend themselves. 
While contemporary do vcliipmctus m liicr.iry 
cnlicism which speak of "on interpretation 
ot work... to be an account ol what happens 
lo ihc reader" (Pnovcy I9XX; sec also Culler 
19X2: Spiv.ik 19XX) are attiactivc. ihcv arc 
also enchaining. Ii puis the onus of 
representation m writing and reading on the 
individual and not on the ongmaun ot ihe 
work, be H speech, a folk tale or a book 
How then could I he sure that ray under¬ 
standing was more valid than that ot my 
neighbour? How cuutd the very real issue 
ot multiple readings and interpretations and 
perhaps subsequent chaos be tackled? I 
concluded that bow i read a teat was shaped 


by clou, gender and educational hackground 
After all. I do belong to a distinct intellectual 
tradition and am a member of what Stanley 
Rsh (19X0) has called an "interpretive 
community". At some point then, i came to 
terms with myself and decided to go ahead 
and write. I decided that I was justified in 
choosing ti framework rather than the 
framework (Stivers 1993). In fact I had by 
then storied thinking some more about the 
'the Iramcwork' worldview and its 
limitations. That Vince*from Within emerged 
out of two very different drafts is proof 
enough of the fact Ihm u has nm been easy 
lo work out where one belonged. 

I concluded fhat advocacy of women's 
education m the last century hod two aims: 
first, to inculcate in upper and middle class 
Bengali society and its women with suitable 
Victorian values; and second, it wax the 
beginning of a process by which women 
were to be introduced to the male world of 
lornuliscd learning. For many women who 
emerged from the confines of the female 
world, their first teachers were their fathers, 
brothers, and husbands fBonhwick 19fU: 
Deb 19X0.19X4:Ghosh 19X5. l986:Munhid 
19X2). Taking advantage of their new 
experience. Bengali women Marled writing 
about ihcmscl vc as u ell as noting down their 
responses to the changing environment, tn 
many eases, ihcir points ot view were quite 
different Imm those of men. or the ideas put 
forth of them by inen Though the middle 
class educated Bengali bhadramahila' or 
gentlewoman wav in absolute terms 
privileged, she was clearly underprivileged 
miwu the hh.idralok' or gentleman. In 
pan. her interior position arose because of 
her sex: however, ot equal importance was 
the subordinate role assigned to her within 
the tamily. Foibcr. w-.th the incorporation 
ol w men in ihc man's world of learning 
w here they .ire denied access lo equal years 
ol schooling and the same curriculum, 
inequality at home was matched by inequality 
in the public sphere In most accounts written 
ol the period, women arc mentioned 
tkclmgly. it at all. ihc assumption being that 
they bcoclitcd greatly Irom Ihc changes 
being imrodticctl in ihcir lives. Though 
piivilcgcd in companson hi the majority of 
women, the bhadramahila was hhadralok or 
gcmcel society's subaltern {Guha 19*1). 

With growing industrialisation and a cm- 
throai market economy n Muted the Bntfeh 
rroddk' class to re-uilonc. through vhriom 
sources, the image ol the (entile home 
mover (tut eueitencr By the middle of da 
19th century, the Bengali noddle dm an 
1aM realised thcmcntiit a sympathetic bn* 
envnonment based on (he witting ta 
operation ot m women la order n out 
this compliant and underttamlmg womi 
and wean her away tmm the ~ uuihpur' < 
cab ureoithc women's world, nwm nuadi 
for her to hare the right kind of oduenbo 
Thus teaming and writing for wo me n »* 


wti t«uU 


It'S t 



primarily Introduced for the creation of 
accomplished housewives and daughters. 
The word was viewed as tat instrument of 
power and control over women und their 
development within the parameters of a 
prescribed model. However, though men 
may have been the ‘owners' of what they 
wrote.' they could neither control 
interpretations of their work or fully monitor 
women's access to and use of I iteracy. While 
most women are duly grateful for being 
granted access (however limited) to (he 
preserve of male power, a lew used their 
skills to. express their resentment against 
prevailing social injustices. They wrote 
novels, essays as well as about themselves, 
providing valuable insights into women's 
lives. The articulation of such views often 
acted as a catharsis, triggered by the unequal 
encounter between the sexes anti between 
cultures. 

Autobiographical writingisuliicrary genre 
of considerable importance to students of 
literature as well as ot society. In recent 
yean there has been a growing interest in 
women's autobiographies, which not only 
tell storiesof individual lives hut also reflect 
on society |Dcb 1984: Karlcknr 1991: 
t Personal Narratives Group 19X9: S Smith 
V 1987], An autobiography is read diflcrcnily 
i 1 by a literary critic who may look more 
keenly at the authorial voice and its 
• implications, the structure ol the text and so 
on. As a social scientist. I looked at women's 
writings from the point ol view of what I 
could glean about processes of learning, ihc 
evolution of relationships, the exercise ol 
power and authority, and so on. My data 
helped me understand a particular phase in 
the evolution of Bengali society. The desire 
as well as the ability to express oneself often 
coincides with a specific phase in the file 
cycle when the sense of personal identity 
and awareness of Ihc self is heightened. 
Some autobiographies more than others give 
expression lo the feelings and personalised 
responses of the authors to a particular 
situation or course ot events; others arc 
primarily a chronic of events. 

Whatever its aim. writing about oncsell 
muhs in soul-searching. a quest for l he right 
phrase, the 'correct' sentence and so on. Hot 
many Bengali women who felt the urge to 
write or talk about themselves, the desire 
came at a time when external factors were 
affecting family life, old tensions were giving 
way to new ones as many traditional rclation- 
slups started changing, or they simply had 
more ume. as in widowhood and in old age. 

In particular, with access to learning and 
writing women started examining 
h i era r chi cal family relations and their own 
rotes. They were helped hy an ambience 
which increasingly stressed the need for 
social, physical and ocvupuixwul mobility. 
The East India Company and later, the British 
empire, provided substantial scope for 
c _•**>•»* aMladvcfltufuu* men who wanted 


to be freed of the foudai frame of reference 
and complex family obligations. 

In some cases, and this is particularly true 
of (he autobiographical writings of women, 
the act of pulling pen to paper or recounting 
one's experiences is like a cry of anguish 
against a life of oppression. For instance, the 
dictated life of Sharadasundari Dcbi, mother 
of the eminent social reformer. Keshttb 
Chancier Sen. is a long und sad narration of 
ill-treatment hy her in-laws after her 
widowhood at the age of 19 (Sharadasundari 
Debt IKK 11.1 found that between 1876 and 
the I97IK, there is a record of at least SO 
autobiographies and autobiographical 
sketches having been written hy Bengali 
women. The earliest was hy Rassundari Debt, 
the wife ol an East Bengal zamindar who 
was horn in 1KII; unlike many of those who 
followed her. the self-taught Rassundari 
received little encimragcment from her 
lamily. and recounted how she used to hide 
pages, removed from her son's hooks, within 
the folds ol her sari. Rassundari wrote her 
aulohiogra|)hy in two pans: ihc earlier pan 
which was written in (he late IK70s gives 
a more comprehensive account of her life. 
.She fell strongly about being denied 
education, and reflected, "women were 
indeed unfonunatc, and could he counted as 
being like animals". But “my mind would 
not accept this, and it was always restless 
with the urge lo learn”. Rassundari evoked 
the image of a strong-minded woman who 
was not afraid lo question existing unequal 
gender relations |Rassundari Debt IKXI). 
She antici|iatcd tn many ways ihc questions 
ol present-day Icnunt.M researchers, for the 
desire to leant also implies the desire to he 
heard - as well as the right lo reject. 

V 

To hear those voices and that protest, the 
methodological tools of lilerary and 
autobiographical analysis (Basu 1990; 
Bcnstnck 1988: Braxton 1990, Deb 1984; 
Karlckar 1990. 1991; Hctlbrun I9H7: 
Lakshmi I9K4; M Mukhcrjcc 1988: Ruo 
1990: Sangan and Vaid 1989); oral histories 
(Bodnar 19X9; Sirec.Shakii Sangathana 19X9: 
Vansina 1*/75|: hie histones |Agar l9X0u: 
Rhavc I9KK: Prapanzano et al 19Kb: Das 
Gupta 199(1: Geiger 1986; Modcll 1983, 
l9X7:l.ieblichund Jitsselson 1994:Personal 
Narratives Group 1989: Robertson 1983); 
and case studies (Dcsat 19*#): Karlckar 
1982b: Jet ley I«flt8; Gulali 1981; M Mitra 
I9K8| become vital. For me it is particularly 
interesting that women s studies has much 
to share with the ticidworii-based traditions 
in sociology and social anthropology. As 
already mentioned, notions of nbicctivity 
versus subjectivity. of taking sides and yet 
trying to remain 'intact', and uhimatefy^ 
questions on the space occupied by the 
ficldwnrkcr. arc those which have concerned 
sociologists and social anthropotogtsis for 
some decades now (Agar 1980b: Kroner 


1983: BetctHe and Marian 1973; OWfaed 
and Marcus 1986: Geeru 1973,1983.1992: 
Leach 1961: Malinowski 1961: Srintvas 
1966.19K3: Ttimer and Burner 1986). In a 
provocative essay, James Clifford (1992) 
brings home relentlessly the inherent 
contradictions of contemporary ethnography: 
the flitting bet ween cultures, the many masks 
facilitated by the jet age which nteequestiaai 
of houndary/focal. insider/outsider and 
articulation. Clifford goes on to describe 
convincingly the dilemma of those studying 
diasporic communities. He asks, who is the 
true Cambodian? What of the boat people? 
How is an immigrant woman's identity 
(ransformed? Above alt. who is to define this 
identity? 

Such doubts arc of great interest lo feminist 
scholars who are well aware of their at times 
ambivalent position. They acquire particular 
ptognancy for women from the south [ Kumar 
1994). The emphasis of women’s studies 
on reficxivity. on knowledge as shared 
experience, finds an echo in contemporary 
theoretical traditions, particularly post¬ 
modernism and post-structuralism. Critics 
of the reigning canons in western culture 
point to the dominance of the enlightenment 
and uni vernalising principles, objectivity and 
positivism. These belong to "a specific histo¬ 
rical time and geographic region...associated 
with certain political baggage" (Nicholson 
1990:4) such as the legitimacy of science, 
the distinction hetween high art and mass 
culture, and so on. 

Post-modernism believes that legitimacy 

- and hence discourse - is plural. and therefore 
local. At the same time, the inherent danger 
ol shifting loci and many legitimations 
implies that the truth lies in no fixed place 

- or rather it is in many places. There are 
many truths, to he created and recreated by 
the reader and the text, the ficktworfccr and 
the observed, and so on. Women’s studies 
scholars find attractive the belief that the 
observer and the observed, the teacher and 
the taught. Ihc reader and the text.collaborate 
in the act of interpretation and creation. A 
dialogue and a mutuality characterise there 
relationships: hut. caution anthropologists, 
these must he within the parameters of 
location and context. A recognition of 
dilTcrent locations and of different power 
matrices docs not mean a denial of location 
altogether |di Leonardo 1991; Rax 1987: 
Gal 1991: Goody 1992: Stacey I9KR: 
St rat hern J 987a. 1987b: Mascia-Lee* et al 
I9K9|. Feminist anthropologists Marilyn 
Sin*hem. Mtcada di [xmnardo and Susim 
Gal point to the lack of "parity between the 
authorship of the anthropotogist and the 
informant" (Strathem 1987b: 2811. In other 
words, my authorship ol' a piece of writing 
is the product of my specific context, my 
background, my experience. 

White writing about htdmiki women's 
lives, t was aware fliW (tie quex (ot c omm on 
creations often overlooks the fact (hat (he 



one Wtlattng the process t* often u woman 
from an advantaged mini.educational am) 
sometime* racial background. She come* 
wXhaqreriflc intellectual and social baggage 
which may hinder her best attempt* at 
incorporating the Other into the discourse. 
For. her world-view, categoric* of analyst*, 
dialogic tool*, mode* of translation are 
determined by her culture and training [Gal 
1991; Oeettz 1992: Goody 1992; D Smith 
1989). Thua the new reality-or the one the 
reaearchct/tcacher hope* to have created 
through the involved participation of her 
respmdenis/siudenu - may in fact reflect 
a privileged view, her undemanding of 
another** world. While this dilemma 
characterise* any situation where one 
attempts to represent the Other, it is 
particularly significant when a vast divide 
separate* those in an essentially hierarchical 
relationship. This dilemma need not he 
limited to contexts of first world researcher 
and third world researcher aloncl Asad 1973 . 
Ngugi Wa Thkmg'o I992|. Equally, the 
differences and inequalities within what is 
characterised loosely a* a culture can pose 
a moral dilemma for the one involved m the 
act nl creating a new reality. This is precisely 
what I faced when I wrote about halmiki 
women while trying to hire out their searching 
questions on my role, my inquisitiveness 
and the authority which went with my socio¬ 
economic background. 

Recently, in an interesting interlace with 
anthropologist Clifford Gccriz. writer Ngugi 
Wa Thiong'o and mhos. Jack Goody was 
concerned with the loss ol context and "a 
wider frame" [Goody I992|. In shoo, nut 
only is not enough thought given to the 
situated observer and where she has come 
from, but also giving space to csscrauilism 
and the narrowly local can ultimately he 
limitinpand inward-looking. In some senses, 
these are inevitable developments ol an 
intellectual Irecdom of a very special kind 
At the same time, it is necessary to he aware 
of the dangers of extreme relativism. Here 
anthropologist Edward Bruner's idea of a "a 
basic story” i* useful. When read in 
conjunction with the belief in many stones, 
and alternative troths, it helps the researcher 
to situate herself better. Bruner (19X3:31 
points out that each time a story is read, 
referred to or studied, “it is placed m u 
radicular context and given meaning by a 
reader". However, this doc* not get away 
from the fact that there is a basic story which 
has to he understood. Fur it interpretation 
is of the cmciicv. it is dependent on the 
existence of a story. No anthropohigtst wilt 
quibble over the issue that certain kind* id 
data such as factual information on 
responden t * nr IhCir milieu such a* age, 
household sine, children in school, number 
of c a atc wise households, and **» on. will 
appaarthe stmic to all investigator*: ihey are 
the backbone of the 'basic story’. 
Intemaunpty . over the last couple of decade* 


tanovatkxu m data-gathering techniques, 
particularly for gnus roots level workers, 
have responded to the need to develop the 
basic story from more 'authentic' sources: 
the technique of rapid fund appraisal (RRAI 
which was developed in the 19X0* was 
oriented mainly to obtain “quick fiekJ- 
oriented resulu" (Mukhcrjcc 1993:2b) in 
agricultural development [Chambers 19X11. 
Soon X was evident that with paradigm shifts 
in development strategics, it was important 
lo involve the people concerned in an analysis 
of their situation. Thu* participatory rural 
appraisal (PRA). which built on RRA. "is 
a methodology for interact h» with villagers, 
understanding them and learning from them" 
[Mukhcrjcc 1993:30). The emphasis, then, 
is on hearing the people's voices not only 
on felt needs hut also their perceptions of 
the context of (heir lives (Chambers 19921 

While the fieldwork NGO activist/ 
interpreter does often become an involved 
actor, there have to he in-buili mechanisms 
for crawling oul. tor distancing oneself 
somewhat from the scene of action. Nor 
should (fyc distancing he a mere physical act 
hut also an intellectual one in which the 
anthropologist don* the garb of the 
professional. Here. Max Weber's insistence 
on staling one's position is extremely 
instructive. For him. it is a ‘‘straightforward 
requirement of intellectual integrity” lo 
make clear lo ihe audience as well as in the 
teacher the distinction between “logically 
demonstrable or empirically observable 
faeis" and “practical value judgments" 
[Runeiman I97X:70|. Yet. each resolution 
ol ihe observer-observed, icachcr-taughi 
situation is a highly personalised one. As a 
south Asian woman trained in the western 
academic tradition. I was well aware of my 
intellectual baggage. Nor was I skilled or 
trained enough in 'nativi.se' my fools: at the 
same lime. I Icli that an articulation of my 
position whenever possible helped in 
contextualising where one has come from 
and perhaps how lar one can go. The context, 

I fell, was vital. The gruelling process id 
interaction in the field can wdl result m 
situations where ihe researcher may mediate 
I or a common perspeet i vc. dee ide to abandon 
her intellectual baggage, or choose a 
completely dilleieol area ol rcscatvh ihe 
next time round. 

After my study among Ihe halmikis, I 
chose the last option pnmanly because I fell 
that I could um enter into another potentially 
exploitative interactive situation. For. at the 
end ot fieldwork I had (he distinct feeling 
that a process ol questioning whichcan either 
raise hopes or cause deep resentment is 
vintalive of another's privacy and sense of 
sell: the interaction is potentially hierarchical 
aod exphuunve in nature. Evert if wc accept 
that a piece of writing i* the result of 
collaboration between the author and the 
resptmdcNL the problem ot an unequal 
reiarionsbtp exists, Looking back now, I 


think that it was perbap* a subconscious 
awareness of this inequality which kept me 
away from loo much probing m my early 
work. Thu*, by the I9K0* I wa* greatly 
interested in the question of inequality 
(Karickar 19X3| and X* relationship with 
established institutions. In particular. I wanted 
to trace the historical roots of gender 
inequality in the educational system. Here, 
of course. I wa* moving into a field of 
another kind: that I had to read, analyse, 
interpret the words of other* meant again a 
dialogic relationship. The difference of course 
was that the authors could not question what 
I was saying. In the process of this study I 
became involved in the contemporary issue 
of the highly personalised relationship 
between the reader and the text. Asa woman. 

I identified with much of what was hang 
written: at times I felt that I was entering into 
a conspiracy with the writers, empathising 
with them, sharing their joys and their pain. 

I used their voice* as much as I could ax I 
wrote about thetr life experiences. 

Hearing and including the voice* of my 
respondents has consistently been of vital 
importance to me. Today, a range of theories 
and ideological position* sires* the 
importance of hctcnigiossia. In Ihe present 
context of my work and choice of research 
methods. I have found it particularly 
interesting that despite many differences in 
ideology and henef. the expanding women 
and development or. the more recent gender 
in development area*, share a few vital points 
of convergence with feminist theory and 
post-modernism: all celchmc the legitimacy 
ol competing voices - very often those of 
women - which question the notion of a 
single truth. Plurivocality influences 
development strategies as wdl as how one 
reads a text. This brief over simplification 
of highly -opbisncaicd intellectual debate* 
is merely lo emphasise the legitimisafion of 
different and disparate real lire*. While 
development strategies sires* the need to 
involve women in ileciskm-malung processes 
and thereby empower them, post-mod ernism 
also speaks of giving a voice to the hitherto 
mute and oppressed. Discovering these 
convergences and accepting the differences 
is a fascinating exercise. 

VI 

Since I973.the Indian womcn's i w u weare n i 
ha* gone along way m identifying p roM u n x . 
agitating fro solutions and gritting them 
implemented (Kumar t993:GtM«ii*tf A* 
1992. Shanna I9R9). CoincidereaNy. (here 
were also the year* when t w nh d r cw from 
fieldwork into the reassuring portals of 
libraries and the h om es, of the 19th comary 
dire. Yet. by 1990,1 feh a lertt—n to 
go hack lo (he field once more In pan. this 
rcMfesxncss was an anth ro po hi g i rt's ttav at g 
to he with ’real’ peoptc - hot only in part. 
If the fart 15 year* had not hen to rich.« 
wnhofciMdLlI nrf amcaWMi ifaharii Vm 



not sure that I would have tell confident to 
do so. My choice of research methods had. 
over all these 25 years, been pointing me in 
a definite, unbroken direction. While the 
naivete of a 23-year-old later gave way to 
a more systematic mode ol enquiry, the 
emphasis has consistently remained on 
hearing many voices. I have not been alone 
in my dilemma, nor in my search lor an 
appropriate methodology. When one's pn vale 
anxieties find a reflection in public discourse, 
clearly there is scope lor articulating and 
moving hack to the field again. A novice's 
apprehensions at encountering an uncharted 
terrain, which led me to seek legitimacy in 
the words of respondents, arc today viewed 
as vital in the construction of new realities. 
No mailer what adjective one may use. 
thinking, interpreting, representing or writing 
about another's tile is a tricky business. It 
is useful and reassuring then to share with 
others that the “actual expertise and language 
of women is the central agenda for feminist 
social science and scholarship" |Du Bins 
I983:I08|. Feminist researchers have oxer 
the last decade been increasingly emphasising 
(he need to hear the voices of women f Duel I i - 
Klein 19X3: Du Bins 1983: Karlckar 1991. 
Kumar 1994: Oakley 1981: Rcinhar/. 1983: 
Roberts l981;Siaccy 1988: Stanley and Wise 
1983a. 1983b; Stivers I993|. 

My confidence also grew in large pan 
because ot the ease with which women arc 
today willing to share, lo speak and to ret hmk 
their lives again. Before I ventured back to 
the field. I had many encounters of mutual 
sharing and trust which assured me that a 
context is not impossible to create and even 
re-ercale anew. For tile Iicldworker has to 
tell the story of many lives, one of which 
is surely her own. and when those voices 
she wishes to hear speak lo her with a 
poignancy and an almost crystal-clear 
honesty, she works hard to suppress too 
many questions on her role and ihc problems 
of interpretation, understanding and so on. 
Twenty years ago I fell threatened, pained, 
inadequate, by that honesty and the reaching 
nut tor answers. Today. I find it easier to 
cope with the expectations of respondents 
not only within myself but also because Ihc 
scope of child-carc. employment, domestic 
conflict resolution mechanisms, and so on. 
have increased and been legitimised I can 
at least try and work towards some solutions 
In the age-old problem ot wile abuse with 
battered woman: with Ihc hatmtkis I did not 
even have ihc courage lo ask the question, 
ml only because 1 fdt that it would be an 
invasion of privacy but also because I did 
not know how lo approach it. 

My present work on violence against 
women had led me lo listen to women under 
severe tension and stress. As they speak, they 
are defining and redefining themselves and 
their psycho-physical boundaries. For it is 
clear that aggression and violence, physical 
i* mi aH-nervasive phenomena 


in most heterosexual relationships. H is there 
in wife and child abuse, in the process which 
persuades a young woman to be a respectable 
school teacher rather than a surgeon, as well 
as in tension-ridden inter-castc relationships 
m villages and slums. Its ubiquity makes it 
an important area lor research and debate as 
it underpins social and personal construct ions 
of femininity, masculinity and identity. Thus, 
as I continue with my present project. I feel 
a drawing together of the threads from my 
earlier work. 

It is an exciting time to he a social 
anthropologist with a commitment to 
women's studies. 1 have found it particularly 
challenging to map the trajectories of feminist 
theory and anthropology with that of post¬ 
modernism Feminists claim the right to 
amirihutc lo knowledge creation often by 
‘deposing reigning canons. So do post¬ 
modernists. But lor the former - as for 
anthropologists - the context is of vital 
importance. Anthropologists in the field are 
talking in and writing about human heings 
in a variety of situations. Feminist theorists 
base many of their sensibilities and 
observations on the lives ol other women 
in poverty, in struggle, in situations of 
oppression and exploitation and in joy and 
victory. It is in these contexts that the stories 
lie and give strength lo those who reuch out. 
The quest lor new realities is firmly rooted 
in women s experiences, their knowledge of 
theseexpcncm.es. and the capacity torcllcct. 
articulate and share. 

Despite a partial resolution ol my dilemma 
as tieldworker. I am still at times bewildered 
and ovcrwlK-'lined by the enure process ol 
giving expression to and erealing another 
reality. At the same time. I am conscious of 
the Ircer spirit' in anthropology which allows 
us to be "more honest with ourselves and 
acknowledge the force ol our emotions” 

| Bruner 1981; 151. Over 20 years ago I would 
have haulkcd at any suggestion that I hud 
to probe beneath the surface Today. I am 
not only asking the unaskablc of my 
respondents but alsool my.sell As I question 
acadcnjicconcepts, research methods, olficial 
policies and programmes. I tell myscll that as 
long as I ant aware of my life situation and 
ttty iutclliviii.il baggage. I should be fairly 
sure ol keeping a basic story intact. At the 
same time. I grow more and more aware of 
the many stones which surround a single 
event in a single life. This deling, however, 
docs not contradict a commitment to the basic 
story: it only heightens one’s perceptions and 
scnsili vity in a plurality of voices and points 
of view which pnvilege that basic story. 
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Gender in Field Research 

Experiences in India 

L C Schnnk-Snadbergen 

The development of an epistemology offieldwork has made both women and men more aware ofthe influence ofperson 
characteristics of the Jiefdworker on the methods and objectives of the study. Numerous studies have explored the no 
gender plays in anthropologist and sociological fieldwork. To what extent do these findings help us in analysing an 
understanding the experiences particularly of western female researchers working in the field in India? 


1 

Introduction 

IN 1979 I did fieldwork in Alleppey. a 
medium-xizcd town in Kerala. The purpose 
of my research wax lo focus on women 
domestic servants, and Ur study and analyse 
their poverty and household survival 
strategies (1988). As the servants resided in 
three locations in (he (own at rather far dis¬ 
tances and local transport did not reach those 
places I decided to buy a cycle. My husband, 
who also did research in Allcppey (Schenk 
1986], suggested that wc should buy a ladies 
cycle so that wc both could use it. 

It seemed that ii was not possible Ur buy 
a ladies cycle in'AUcppey. I have to admit, 
that sofarl had not seen any worn an cycling 
in the town: hut my Kerala friends assured 
me that there arc same girls and women 
cycling in Allcppey. Besides. I assumed that 
as a foreign woman I would be allowed to 
cycle. So we went to Cochin/Emakulam. a 
more modem and economically hcUcr*off 
port city, and we succeeded in buying a nice 
beautiful red ladies cycle. When I started 
cycling in faint of our house. I caused a lot 
of commotion, and children used lo run 
behind me. pushing and pulling the cycle. 
As I often had one of our children on the 
back-seat this was an unpleasant situation. 
Thiireaction on my cydmgcontinued during 
several weeks. 

One day it happened that while I was 
cycling, suddenly a man gave me an 
enormous blow, and my small son and I fell 
from the cycle. It appeared, that he was so 
angry that I violated the gender rule of 
re st r ic ted m o bility for women, that he wanted 
to teach me a lesaon. Obviously, the fact (hat 
I was a foreigner and outsider did not bother 
him. Front that moment on f decided lo 
conform to (he ascribed gender role related 
k> mobility in the Allcppey setting. However, 
my husband coaid cycle everywhere without 
any problem an 'our rod-danger cycle'. 

This small example from my own 
fieldwork experience illustrates that gender 
may play a distinguishing rnk for male and 
female researchers in a certain fieldwork 
setting, and it is on that subject that I will 
focus in this article. The article is organised 
as fodbwx: First I want to inhoduce some 
very important and interesting studies that 
have beea publishedon (he rots geuder plays 


in anthropological and sociological 
fieldwork; second, I warn to explore how 
far the findings and topics raised in those 
studies also describe elaborate and/or 
characterise the research of particular 
western female anthropologists and socio¬ 
logists who have coodumed fieldwork in the 
Indian context. 

For that reason ] will include the experience 
of my husband, of male and female 
colleagues, several junior researchers and 
students who have recently conducted field¬ 
work in India in different settings as: the 
remote rural area in the north of West Bengal, 
a more advanced rant and urban region in 
south Gujarat, a small town in U liar Pradesh, 
tribal areas in Andhra Pradesh and Orissa, 
the metropolitan setting of Bangalore, etc. 
So. when I write ‘we* and 'our' in this article, 
it relates to the talks I had with my husband, 
colleagues and students. For comparison 1 
will now and then refer lo Ibe experience of 
lx-cla Dube, an Indian woman anthropologist. 

II 

Methodological Femiuocmitriam 

Carol A B Warren states very clearly in 
her interesting small hook Gender Issues in 
Field Research (1988) that 
The myth of the researcher as aoy person, 
without gender, personality, or historical 
location, who would objectively produce 
the same findings as any other person has 
been increasingly challenged (1988. p 8). 
The development of an epistemology of 
fieldwork has made both women and men 
more aware of the influence of the personal 
characteristics of the ficldworker on the 
methods and objective of (he study and 
the context |Gotde 1970; Roberts 1981; 
Harding and Hintikka 1983; Bowks and 
Klein 1983). * 

It is very well realised in these studies that 
gender is only one of many personal 
characteristics that stupe the coarse of 
fieldwork: age, social class, and race or 
ethnicity arc other obvious influences. Still 
a fascinating question that remains is in what 
way gender, as the most obvious ascribed 
factor, visihkfty everyon e , shapes t h e scc us s 
to ibe field, the collecting of data and die 
i n te r pre tat ion of the findings. 

**'*‘*,*‘ Tf "M"** 1 1 *""' Mi insMs Un iity 

more contributions written by women 


fieldworkcr* to understand the role pla 
by a ficldworker’» sex and gander 
comparison to what males have written 
the subject (see especially Bowen 1‘ 
Oolde 1970; Papaock 1964: Wax 1' 
Manda Cesara 1982]. Warren give 
plausible explanation for this pbenamt 
She assumes that this methodolog: 
■femmoccntrism’ (which contrasts with 
'androccntrism' of theoretical cottce 
arises from the paradoxical situation 
women field researchers: 

From the entrance into fieldwork 
anthropology in the early 20th cent) 
women scholars did their research aga 
the background of taken-for-gran 
androcentric assumptions about social i 
Over time, these assumptions became 
object of iaquiry. resulting in a * 
consciousness about issues related to ww 
in the field |Warren 1988:1). 

I remember that my first encounter in 
field was not so much a confrontation « 
androcentric theoretical concepts, 
more a question of what was told, i 
perceived by me. to he a ‘scientific 1 met 
dotogy: that means an androcentric reaea 
methodology. 

In 19711 started my PhD research no 
living and working conditions of swee 
(scheduled tribes, the kuknii) and scared 
(scheduled caste, the ‘banghis’) in a v 
pour stem in an economically stagnant to 
in south Gu jarat (Bulsar or V alsad) (Scbe 
Sandbcrgcn 1973; 1979aJ>J. My univon 
education was very much determined by 
left-wing students movement of the 11 
and its related struggle against eli 
hierarchical structures and Ibe war 
Vietnam. During that time I wrote an art 
to protest against the kind of anthrapoiofi 
re search conducted in Thailandand Viebi 
by American social scientists that served 
industrial-military complex bent 
destroying (be people of Vietnam (Scbe 
Sandhergen 1971 ]. Stndatfaofmy gHMM 
had studied and debated the walks 
Habermas and other* oftfce Frankfort Sch 
and were inspired by the Chinese Ctdti 
Revolution, on the subject of 'science 
the (oppressed) people' and Ibe uoncap 
integration between theory and pnelit 
So although i participated activity ii it 
ttebwhirt « 4 m oriikfM of Hi* 

kImnni twncfc flMttodblogy» \ 


didnot await dull wm wmof the problem* 
related to gender-aspect*. and in particular 
of thoir methodological consequence. 

Buiifew day* after my arrival in Bulaar 
in a kind of gender/daa* ahock aituation. I 
became very much aware of gender. And 
that happened when LnervtHuiy entered the 
Ait hut in the alum ana of Bulaar with a 
male interpreter. There were five people in 
the hut' the father, Mind and without work, 
hi* daughter tying on the floor who had 
delivered her first baby two day* hack, and 
two younger aona of the blind man. The 
fetberstownd me a dirty piece of a newapaper 
with tome left-oven of rice in it: (he only 
food be had got by begging that day for hia 
whole family. For two day* they had had 
no food at alL He naked me to give him 
money to buy aomc good food for hi* 
daughter. And being a young woman my *elf 
with a one-year-old daughter and with a 
fresh memory of the dayajuat after delivery 
what I waa looked after ao well, her condition 
bit me hard emotionally. It wi» at that 
moment, in th*oc few seconds dial i realised 
that deapite my education a* a critical 
sociologist. andmy attong social and political 
commitment with Ihe poor and oppressed in 
India, from a methodological point of view 
I waa aiinply conditioned by the androcentric 
methodology. I had internalised the male 
viewa to remain the neutral observer and not 
to intervene in (he local condition because 
otherwise the objectivity of the situation 
would be spoiled and the result* would not 
be 'scientific' any more. But. I remember 
very well that in a few seconds, in which 
my heart waa beating very last. I recognised 
what waa the only right thing to do. ami I 
did what I never regretted: I gave money to 
buy food, and I told the man to huv milk 
and fruits for hia daughter, and (hat I would 
come hack the following day. When wc 
came outside the hut my male assistant was 
very angry with me. because besides the 
gender aspects in (his encounter, there was 
the complication of community. He said that 
I had spoiled everything by giving money 
and support to that family. It seemed dial 
they were Mulsims and the majority of the 
rather families m the alum were Hindus, and 
that they would suspect me now of Muslim 
sympathies - a very bad thing just hclorethc 
India-Pakistan war in Autumn 1171. But. 1 
folt relieved and guilty at the same moment; 
relieved b ec ause I realised that for me, as 
a woman, the fieldwork methodology 
ntfaimnw to interfere when necessary and 
to show hi practice concern for the people 
involved: and guilty that I bad acted against 
academic rates, h todc me several months 
of re sea rc h when I came across many other 
similar canes where I bad to conquer and 
overcome my feeling* of guilt. From that 
tile on I understood belter the human and 
aciawt hlc dimension* and meaning of what 
later waa called a 'feminist' methodology 


of conscious partiality, a view from below, 
research ‘for’ people and not ’on* people. 

So I think Htggy Guide's assumptions in 
her classic Women in the Field, Anthro¬ 
pological Experiences (1970). that the 
women contributors to her volume are more 
oensili veto the roic gender play* in fieldworit. 
because of (heir socialisation process as 
women and professionals. She writes: 
...that simply growing up a* women in 
American society would have made the 
contributors (whn are all women) aware of 
the kinds of subtle and conflicting pressure* 
that may he excited on women. Their own 
personal adaptation a* professional* would 
have demanded that (hey develop heightened 
sensitivities about sex role, and 1 believed 
that this awareness, including an acceptance 
of ‘perceptiveness about feelings' as 
appropriate to the feminine role, would make 
the assessment of the influence of ses easier 
for women than it would have been lor men 
(1970:3). 

There is a vast and growing literature on 
gender and fieldwork relationships. The 
generalisation* found in this literature 
concerning the'advanugesanddisadvantages' 
of women versus men in cross-cultural 
fieldwork indicate, that besides restriction 
to particular worlds within settings, women 
ficldworkers are portrayed as more 
accessible, person-oriented. communicative 
and less threatening than men and this makes 
the interaction of fieldwork easier [Warren 
19M. sec in particular lire contributions of 
Margaret Mead and Ann Fisher in Goldc 
1970]. There is a remarkable cross-cultural 
similarity in these generalisations. 

I-non the liskinio to Now (itiincu. and from 
New linglaml in the I960* lo law. Angeles 
in the 197th IWarrcn 19*8:4*| 

Howcvci. as talks ami observation in the field 
in India taught me. we have to he cautious 
with these kimlot generalisations because, 
os Margaret Mead already indicated, there 
are different type* of women licldworkcr* 
She divided women f eldworkers into those 

...withdeeply leminine interests and abililies, 
who in the field will be interested in ibe 
affairs of women, and those who are. on the 
whole, identified wnh the main theoretical 
siream ol anthropology in styles that have 
been set by men [Mead 1970: 323). 

Shu sketches a block-while dichotomy of 
the fern inure type researcher oriented toward 
feminine concerns working with their 
husbands: and the masculine oriented 
women: independent, bored by babies at 
home and working abroad atone, and using 
mate informants, I think that nowadays this 
dichotomy has to he replaced by a more 
subtle different iat tun in ca tegories o f w o m e n 
field renearebcr* who are more feminine or 
masculine oriented according to the Odd 
netting. That writ) also apply to male field- 
workers. They are dap not a homogen eou s 
or monolithic category: I know male 


fteldworkers who have a more feminine than 
masculine personality and interest*. I have 
written this atticic with these differentiation., 
in mind, but I am aware that to make things 
visible and clear. I have to exaggerate now 
and then the stereotype of a feminine and 
masculine ficldworfccr. 

Maria Mies, in her classic article of 1979 
Toward* a Methodology for Feminist 
Research', does not at all differentiate 
categories of women and men fteldworkers 
in relation to their gender orientation. She 
makes firm statement* on the extra quality 
and capacities of committed women social 
scientists (e g. women who want to omuributo 
to the cause of emancipation). The extra 
quality consist* mainly of-the fact that 

...women and other oppressed group*, out 
of their subjective experience, are better 
sensitised toward* psy ch ol o gical t a rc haa irs u 
of dominance... Due to iM* inner view of 
the oppressed’. ...women social mosis* 
are heller equipped than their male 
counterpart»lo make a comprehensive study 
of the exploited groups. Men often do Ml 
have this experiential knowledge, and 
therefore lack empathy, the ability for 
identification and because of this they also 
lack social and sociological imagination 
f Mies 19*3.121 J. 

Maria Mies' analysis of the cause of 
women's exit a-qualitics as ficldworkers is 
almost the same as Peggy Goidc’s: die 
socialisation of girl* as women. But. in the 
interpretation of the effects of this 
soc ial isat inn. Mic* stales that women should 
realise that their own existence as women 
and scholars is a contradiction. Out of (hi* 
split grows a double consciousness which 
must I v taken into account, not a* *n obstacle 
but as a political and methodological 
npponuniiy lo laieommiUcd action-reaesrch 
M ics recommends that the special talents of 
women ficldworkers should he Used to con¬ 
tribute tothe cause of emancipationof woman. 

However, the fieldwork context is often 
more complicated and that raise* the 
interesting point CarolWarren (l9M)nMkae 
in her hook that women's special talents for 
fieldwork can also be seen from a di ff ere nt 
perspective: a* a feature of the parities of 
gender dominance and xubmissron thnt 
characterise so maay cultures. Urn p u ri ti vs 
characteristics of woman as aconwiMe. 
person-<ineuro d , uuausnaiti and teas 
threatening are also the mns which teaks 
women very vu lner abl e and attorn for 
stereotyping. This per s pacriv n wfoteetnfoa 
dobateonthc 'aexua)poStics«d fhhfoUk'. 
Some western fessiosst wonaan researchers 
perceived the trade off h a tw ao a aaeafttag 
curtate degrees ofsrr ism' oates one hatel 
and the a c q ms itron of knowledge in foa 
interest of furthering careers on the odtec 
hand, a* dtstastarid When 1 fcimsasl fot* 
with my colleagues and stndant* they 
iiMMtkility nxWficinod pmvL 



that it is unavoidable that doing research in 
as patriarchal a society us the Indian, the 
woman fieklworkcr comes across ccrtuin 
forms of ‘sexism’ unknown to her; she may 
be a witness to or becomes involved in 
situations where other women suffer from 
male dominance. For example: we dislike 
thedinner parties in middle-and upper-class 
families in which the women of the Itouse 
are always serving and not eating with us 
at the table. When 1 came across this situation 
for the first time in 1971 in Bombay, I was 
very upset because our hostess was also an 
academic colleague and as a young woman 
I did not want to be treated as a kind of 
honourable male at the table with the males. 
So, I suggested that 1 would only eat when 
our hostess would not play the role of the 
waitress - or servant - hut also joins at the 
table, or I would eat in the kitchen with her. 
later. But, these suggestions were waved 
away and our hostess said with a smile, that 
she liked to serve us well undtoeat afterwords. 
Ihad no other choice than to adjust to this - 
which in my eyes - was a ritual of 
subordination of women: in 1992 it is still 
* the same and I have stopped protesting aguinst 
this feature of the politics of male gender 
dominance. 

Sometimes I have the same feeling of a 
‘sexistritual’ when a powerful government 
official tries to show, now and then, in an 
unpredictable way. his mule superiority. 
Probably, he is also confused, ambivalent 
and stressed by his having to communicate 
with amarried western woman advisor who 
travels to remote areas with male colleagues. 
Sometimes he shows great interest in my 
findings and sometimes he behaves very 
rudely by starting an informal talk with the 
male person opposite to him to show that 
obviously he is not interested in what a 
woman has to say. 

However, i assume that because of my 
objectives 'why to conduct my research . I 
can cope with the dilemma of feeling an 
emancipated woman, allhough accepting 
certain degrees of 'macho show-off during 
fietdwark.Idonotintendtodoresearch on' 
women, hut ‘for’ women of poor households. 
Sometimes. I enjoy the feeling (hat feminine 
attributes (probably together with being a 
foreigner), can manipulate male decision¬ 
makers in government- and development- 
planning circles to gel things done. 

There is another interesting point of debate 
in the discussion on the role of gender in 
field research, reflective of time perspective 
of feminist anthropology. There is an obvious 
change in perspective that £ramc*j§jjj$ndcr 
not as an ascribed role, but^aaWenetticalls 
it. a'negotiated* one. basedtiireoth the gender 
features of the setting, and me interactions 
of fieidwotker and respondents over time. 

In the beginning of feminist anthropology 
when the androcentric rents of science were 
discovered and dug out. and many women 


started to do studies with the aim of making 
women visible in all respect* because 
gender was such a strong ascribed 
component that it was not possible to 
challenge the role it played in different 
conditions. But. with the current phase in 
feminist anthropology where the focus is 
to show and to explain the differences of 
gender roles and gender relations related 
to class, caste, status, ethnicity, historical 
dimensions, etc. the role of gender .has 
become more flexible and open to 
modifications (Moore 19X8). 

Three studies in the field of gender and 
research reflect tliese changes in thediscourse 
of gender over the past 25 years. 

The first is Women in the Field. 
Anthropological Experiences edited by 
Peggy Golde. a collection of 14 essays by 
women anthropologists, first published in 
1970 and republished in 1986. The Golde 
volume is about the experiences of women 
fieldworkers; us such it reflects the first 
wave of feminist concern with the 
androccntrism of earlier fieldwork. 

The second is a reader with the title Self 
Sex imdGenJerin Crotr-Cullurttl Fieldwork 
edited by Tony Larry Whitehead and Mary 
F.llcn Conaway, a collection of 16 essays 
(six by men and 10 by women) published 
in 19X6. The volume is by and about women 
and men in (lie field, reflecting not only a 
continuing concern with women's issues, 
hut alxo a newer awareness of problems and 
processes in the field spcci fie to the husband- 
wife relation of anthropologists in the field 
when the wife is the main reseureher. and 
the problems this creates for men. The volume 
is structured around three components: the 
role gender plays in field adjustment, 
information gathering and interpretations. 

The third one is the excel lent xlate-of-the- 
art study of Carol Warren (19H8), Gender 
Issues in Field Research in which she 
summarises und gives an overview of all the 
findings, views, components and aspects in 
both anthropology and sociology. She warns 
against the 'focal gender myth' of field 
research and encourages young researchers 
to find the 'social facts' and not to kt the 
voices of the past generation become the 
shapers of the new one. 

However, it should be kept in mind that 
these three studies are mainly based on the 
experience of western social scientists. 
What are the common experiences of 
female fieklworkcr that might stand as 
generalisations or that might be framed as 
hypotheses for future testing in the Indian 
setting? 

Peggy Golde summarises the following 
five common themes which were made 
explicit in the contribution* of the 14 female 
fieldworkers as having gender-specific 
components: protection, initial suspicion, 
conformity, reciprocity and culture shock. 
Whitehead and Conaway (19X6) focus on 


a number of views regarding the rale o 
field worker; sex and geockr identity that are 
worthy of further exploration and debate. 
Such views include (p 4): (J) Female 
fieldworkers are under greater pressure to 
conform to local gender ascription than do 
mak field worker*. (2) Female fieldworkers 
ore under greater pressure to have sexua 
relations than do male fieldworkers; 
(3) Female fieldworkers ure allowed greater 
freedom in crossing local gender boundaries 
than are male field worker* (Ccsara, Papanek, 
Colde). (4) Females are more sensitive than 
males to the field situation and ore therefore, 
more likely to attempt to understand the 
systemic relationship between the fieldwork 
prooess and the field wotker’s sente of a$lf. 
(5) Sharing the field site with a spouse, 
children, or a colleague can be prohibit!v 
to the fieldwork process and to the type of 
introspection necessary for the growth ot 
self and objectivity, particularly for women. 

Are these views all focal gender myths? 
Can we endorse these views also in the 
Indian fieldwork context? As it was not 
possible to tackle all views mentioned above. 
I decided to limit my analyses to four major 
themes which were brought up in every 
discussion 1 had on the subject with my co¬ 
re score her*. The four themes are in fact 
points (3) and (l)of Whitehead’s views ant 
the themes of ‘protection’ and ‘reciprocity’ 
of Golde. They are as follows: 

(1) Western women fieldworkers ore 
allowed greater freedom in crossing local 
gender boundaries than are male 
fieldworkers. 

- (2) Womcnficldwotkcr* are under greater 
pressure to conform to local gender ascription 
than do mak fieldworkers. 

(3) Women field workers arc allowed leas 
mobility and are under pressure to seek 
chaperones and ‘protection’. 

(4) Women fieldworkers are more under 
pressure to provide all kinds of support, bel 
and assistance than do mak fieldworkers. 

Ill 

Experiences ot Western Women 
FkJdworken In India 

Arenas to Two Wuujik 

Rosalie Wax (1979) states in her famous 
artick ‘Not any good thing is dene by one 
man alone' that women anthropologists from 
the western world have an advantage over 
their mak coll cogues in that, as women, the 
have access to the women’s world of the 
culture they study, wltik a* we ster n outsider 
they can also maintain co ntacts with the 
men. Also Werthejnt indicted already In 
196*. in his preface la tbs book by Cera 
Vr*ode <[fends;) that women fMdworims 
have aa immeoaq advantage ovar the nude 
reseamher when they me the 'technique' © 
participant observation beesuss female 


rockdofiattcanentor hoth thewomen' sand 
the one’* world [Vreedc tic Stucr* l%X). 
Thi* view seemed lo be eonfirmed by state¬ 
ment* from several women anthropologist* 
working In India. So far. men did not. and 
could hardly gettn touch with women. while 
women researchers did conduct studies 
among men [Du Boi* 1970; Sbarma 1978: 
Pfettigrew 1975; Bcllwinkel 1979). 

But. exceprionsmakcthciule: there is one 
study of lan Brouwer (1987) in which he 
focuaes on craftswomcn in south India. 
Unfbttunatoly.be doe* not provide any detail* 
on hia methodology. 1 do not know in what 
way Mandelhaum collect* hi* material on 
*och a gender xenxitive topic a* “seclusion 
of women and men'* honour'’ (1988). 

I experienced in the ficldaetting in Bengal 
and Mirzapur how difficult it wax in ureas 
with an outapoken 'purdah-ideology' for 
men to communicate with women: women 
(in particular tbe younger* vie*, ihcdwtghicrK- 
in-law) immediately withdrew when tlicy 
xaw me entering Ibc urea accompanied by 
a male colleague, while that never happened 
when I came with other women. However, 
one of my male colleague* working in the 
KOUth of Went Bengal appear* not to have 
faced any problem* when talking with women 
on very intimate matter*. 

However, it would bean oversimplification 
to aaaume that women fie idworkcrx can easily 
get acccx* lo the world of hoth sexes. Jan 
Breman (1983) ha* described the problem 
of doing fieldwork in a polarised society like 
India. Hie problem of doing research in a 
patriarchal and polarised society, has 
however: as far a* I know, never been 
analysed. One consequence of patriarchal 
society is that it i* often very difficult lor 
women sociologists, to gel access to women 
of certain castes and tribes, the main reason 
being the male leaders and other men consider 
themselves as the heads of the household or 
the community, and therefore (he only 
important persons, who are able and entitled 
togiving answers. Women are not supposed 
to be capable of giving replies and therefore, 
it is often not easy lo speak in private with 
women. 

This also happened during my 
investigation* in villages in tribal areas of 
Orissa in 1990. where men and women of 
the Obood tribe sal in groups and watched 
me. On each question though directed lo the 
women about their living conditions and 
role in agricultural production, the older 
male leaders gave the reply. After many 
efforts I su c ce eded in opening the culture 
of silence’ of the women a little bit. The 
older woman leader started to talk, but she 
qtafce for ttweoBective and looked obviously 
better-eff. During this stay it was alsoditYicuH 
to gat access to women because of the 
presence of the male staff worker of the 
NGO, wi*hwhamlvuitediuwp<ci>(village* 
in order lit aasaM the impact of the activities 
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of the NGO. He was always sitting next to 
me and he was not aware that his presence 
was also a constraint for (he women. 

The same male dominance can also occur 
in slums in Bangalore. The nude leaders will 
immediately he around when (he researcher 
arrives in the shim With the representative 
of the involved NGO and the leaders will 
respond to questions even those directed to 
women. I have developed several strategics 
to get rid of men. and the best is to start 
talking on topics which are perceived by the 
men as trivial women's talk, such as deliveries 
and health practices, or to ask to see the 
cooking arrangements and ’chula’ and then 
to stay in the kitchen. It will he interesting 
to know other strategies used by women 
ficldworkers to escape the patriarchal 
dominance in interview settings. 

Wivke van der Veldcn describes in her 
interesting thesis Silent Voice* <1991) that 
access to the women's and men’s world is 
a problem particularly when the subject of 
the research is more related to the women's 
world. She felt the push directing her into 
the women's world, and pushed out ol the 
men's world of politics she also wanted to 
study. It was half-way through her feldwork 
that she fully realised the disadvantage of 
being confined to women’s and children’s 
worlds. She also describes ltow women’s 
world* are not necessarily open to all women. 
Gender alone is not enough lo win lull 
acceptance into Ictnalc concerns especially 
(hose related to sexuality and reproduction. 
She wirtes: 

Not being married did have one clear 
disadvantage: matters ot sexuality and 
childbearing were out of bound* lor me. As 
it is. matter* ot sexuality are ms easily 
discussed (other than being joked about ) alt 
over the (iangelic plain... and certainly not 
with one who is unmarried. Only towards 
Ihe end ol my research, and with a lew 
women with whom I had become dose 
friends wa* I able lo talk about such mailers 
lo sume extent < 1SN|. 17). 

One student told me that during her 
fieldwork a young poor married woman 
heard during her fieldwork that she was 
unmarried. She could not stop laughing at 
her and finally she murmured: "1 may be 
poor, but anyhow I am married''. She did 
not take llic question* directed to her by my 
student seriously anymore. 

Other women ficldworkers confirm the 
advantage of having entrances to two. the 
men's and the women's, world*. However, 
modifications on this general statements 
should he made immediately. In other 
culture* it is known that women ficldworkcr* 
will never get access to male domains, like 
cock fighting, rum-bar*, mosques, etc. In 
India several women do not get access to 
all fields of Ac men's world they want to 
study. But this depends on the age. marital 
status, the pursonslity and the setting of (he 


field worker. The field worker's marital 
status is of particular significance to 
anthropological informants, since most 
cultures lake kinship bonds as the 
fundamental sources ol social structure and 
social order. It is my experience that my 
conformity with that pattern - it was said 
"your family is just an Indian family" - 
helped me very much in getting access to 
hoth sexes in tile f ield and in understanding 
the subjects to be studied (1992). 

However, to many an Indian man seems 
the best condition to facilitate access In the 
men' x world. Ursula Shut-mat* very positive 
on the easy access sbe could get via her in¬ 
laws (198(1, p I). Joyce Pettigrew, a British 
anthropologist, bad married into a rich 
landowning jat family belonging lo Ludhiana 
district. She wanted to do research on the 
role played by rural faction* in building up 
the power of stale level political leaders in 
1971. In rural Punjab women are usually 
secluded and conduct (heir lives separately 
from men. The reputation of the family 
depends on the liehaviour and conduct of 
Ihe women She described how - because of 
her affinal connections - she had an 
enormous advantage in see mg and speaking 
to many political leader*. However, certain 
persons, e g. prominent male member* of 
(he faction opposing her relative*, were not 
accessible lo her because they were 
considered as baa characters and dial would 
lower the status of (he researcher, and her 
in-law family. 

That gender-bound limitations are also 
due lo the subject to he studied, is shown 
by the remarkable, but ethically doubtful, 
hook of Sarah Lloyd: An Indian A ttochment. 
She spent two years in India with her lover 
Jungli. a young Sikh man in his remote 
Punjabi village. She was really able (ogive 
a fascinating 'inside view’ of daily life in 
tin: house and village. 

Cora du Boix has an exceptional story 
during her long stay in a comfortable guest¬ 
house in Buhancshwar with an excellent 
room service. She describe* her excellent 
relationship with Oriya men. (and not with 
women because they did not speak English) 
who frequently dropped in to chat with her 
on the neutral ground provided by the great- 
house. According to her. it is dte sympathetic 
stranger to whom Indian men speak frankly 
of matter* they would hesitate «o discuss 
with their families. theur pour gmup.orthuir 
working colleagues. She sewc* that her age. 
m India at least, fact lit ate* rather thae mhMts 
confidence*. Sbe writes; “Orarvth wether* in 
India are. stereotypically. loving and 
indulgent figure*" <1970:2291 PtahaMy in 
her case we ace the effect foal aider woman 
are cuharstty aodrogya u wd: they are abo und 
’male' privilege*. S< w a rt im e ; older wo m en 
become some ’honourable male*'. 

Carol Warren (1988:2*1 pomts to the 
important fact that both whiteness and 
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loreignncs* often permit women field 
researchers more cniM-^cnikT behaviour 
than is allowed to native women. Tills 
perspective is also suggested by I cef.t Dube 
(1975). an Indian woman anthropologist 
She makes a very remarkuble statement at 
the end of her interesting ank le in which 
she describes the three encounters Uic had 
in the field in three different stages in her 
life. She points to the fact that, at least 
western women are better able to t elate to 
people titan western men but that with 
reference to Indian women this view must 
be accepted with caution. Because of the 
constraints or the Social structure under 
which the latter are brought up ami m 
which they function, they lace difficulties 
in relations and communication with all 
kinds of people- 

But iinee she nveicmncs these limitations 

of her upbringing she inn use hei In¬ 
experiences Id lull advantage while doing 

fieldwork (p I75t. 

CoMsw.Mrn 

Let us now lake a look at the other view 
exprowed by women fteldworkers that female 
llcldworkcrx are under greater presume to 
conform to local gender ascription than do 
male fteldworkers. This is a view expressed 
in Goldc and Whitehead, and also by many 
contributors in the Goldc volume My 
colleagues and I (end to agree with this view 
ill the Indian setting, hut as I will show there 
is also -cope for negotiation on gemlcr role- 
expectation' and a lot ot flexibility, 
depending on the character ot the research, 
the rural or urban context, the mcdnxlology 
followed, etc. 

In the conversations with Dutch women 
ficldworkcis it was revealed (hat they also, 
like myself, feel confronted with .■ whole- 
range of gender ascription' that e idler they 
have tv) follow or to cope with, ami make- 
some compromises. The eoniornuty to the 
gender roles prevalent in the ficldsctling 
where the research is conducted may have 
advantages and disadvantages The 
advantage can be. easier access and gathering 
ot material: the disadvantage is tlial the 
nexibility needed in adapting to a variety 
of gender roles, and in adopting a .somewhar 
neutral stranger role, wlren necessary, are 
also more difficult. 

How far can conformity to Indian culture 
he acceptable' in order to gel easy access to 
informants? One study mentions that a male 
anthropologist had told his informants that: 
"His father has told him to ask them the 
following questions". Hu claims that this 
approach opened all doors for him. But do 
unmarried women have to conform H> the 
expectation that they should be married at 
their age? Gad Om vedt (1979) did not. and 
said that she wax unmarried, urs I discovered 
in that way the counter-culture which saw 
marriage as a prison.There are other records 


which showthal loo much con form i(y works 
against the researcher. 

The subjcctofconfonnity relates to many 
aspects of Indian gender ascriptions: dress/ 
appearance^ restriction of mobility/ 
protection/chaperones: marital status, 
division of lalxmr: showing respect and 
subordination to men. etc. 

I shall first lake a look at the visible 
aspects ol conformity to local gender 
ascriptions: dress and appearance. In India 
physicul appearance is very important. In 
particular for women, the size and shape of 
their bodies, hair and skin, clothing and 
jewellery, denote her place in the social 
structure Foreign fteldworkers are expected 
to refrain from violating these norms. 

It is my experience, and ihatofmy students, 
that conformity to this pattern of body polil ies 
is highly appreciated, anil lacilitutes the 
access of the woman fie klworfccrtothc field. 
Of course there is a certain class-aspect in 
tliis observation tn (he sense that the middle 
class will appreciate it most. They will 
pressurise the woman ficldworker to wear 
a blouse and sari, h > wear bang Ic.s and other 
jewellery and best ol all lo wear a red ‘tika’ 
and a marriage chain in Ihc case of a married 
licldworiccr 

In general, compromises in dress and 
appearance appear lo have been made, in 
order to con ft sin somewhat to the gender- 
dress mums of modesty: long dresses and 
the 'kamee/' tshirll and salwar' (loose 
trousers) without the 'dupattu' were an 
acceptable in-between-solution. However, 
flexibility was required: (loot her occasions 
I visits to high government officials) it was 
wise to dress up as western as possible tv) 
gel things done. 

One of my male colleagues working in 
West Bengal stated that dress conformity is 
also an important issue formalc fteldworkers 
He got many cominciHsonlii*shirts, trousers 
and that his clothes should he elean and 
ironed. 

On this siibtcct of conformity regarding 
dru ss and up|V.tr.mcc we can also d islinguish 
as l.aurtc Kricger (19Kb) does m her 
liehlvvork ill Catio between the crucial. and 
not so crucial gender expect at K>ns. In Kerala, 
there were so many questions each day. on 
why I was not wearing gold earrings a ml a 
gold chain that I decided to Imy a very small 
one to lit into (he culture's gender role It 
was also in Alleppcy thatjtriends from 
Holland came to slay with us. They were 
wearing old jeans, short punts, and since it 
was very hot. a lot of exposure of white skin 
was very normal lor them, t Mr Indian friends 
and ncighlxiurs were shocked by the ’Had' 
habitsol our Incnds and they expressed their 
astonishment Hut they never suspected that 
we had friends like that: for a while our 
status teas threatened hut restored after (he 
departure of our friends. 

(Me of my students fell pressed to adopt 
the Indian hairstyle because her loose luir 


wssnot considered appropriate. Other Dti 
women re searchers told me that they did 
drink beerand smoke in public, and that t 
learned lo Use the appropriate female h 
gesture to say ’hello’ and ‘goodbye’ to Int 
men. that they lowered their eyes w 
being introduced tn a strange man. am 
general simulated more shyness -: 
hesitation in discussions with mules t 
they usually would have done in 
Netherlands. However, they admit that 
behaviour is often a strategy-to munipu 
male respondents to simulate fem 
characteristics ns innocent and naive in or 
to gel important data at a later phase. 

It is interesting that Lcela Dube descri 
Im>w when she worked in a team w[ 
included western wotn.cn. the gentler i 
conformity expected from her as a y<v 
Indian woman, an insider, was much m 
than for the foreign women. 

But it appeared in the conversation I 
with my fellow researchers that them w 
also topics related lothc physical appears 
of the researcher, where we tust refund 
conform tolndian middle clu’ss culture. S 
a topic relates to notions on the white 
light-skinned person, who is often percei' 
in Indian culture as the respectable one 
vie wof that we discussed our uncomftxlt 
experience that it was expected of us 
particular as wiuncn. to have and to 
everything to keep a fair skin whicl 
considered as a very important beauty k 
and status symbol. We fell under press 
to conform to the middle class norm ni¬ 
si t or walk in the sun but to protect ourscl 
with an umbrella. Most of us like to becc. 
tanned because we feel it looks good, 
ilk) not conform to tliesc ex|)cclalions. It i 
made us uncomfortable. We noticed Iht 
was not appreciated (hat our skin beer 
very soon tanned. < bte of my colleaguesi 
that the only place where she could W' 
quietly and alone was (lie roof terrace, 
when neighbours spotted her there, sir 
in the sun. they came up the stairs topersu 
her to move out ol the sun How far 
pressure lo keep a white skin also npp 
lor male fteldworkers would lie mtcres 
to know. 

Filially, a bricl point that came 
frequently hi our discussions. Accord in 
the division of labour in the west, ho 
cleaning is a female gender role hut hi In 
it isaclnss/casicrolc. Many western fern 
fie Id workers disliked (he demand toeonfi 
to Indian culture in this mutter. It modi 
leant u lot. however.on social di atifkat 
undthcposi|k«nofsclKduk:dca*tcsinln< 
Let me give a lew shun examples. 

In 1979 my liusltund and 1 arrived u 
our three small children, of whom one 
a baby of six months, in Alleppcy. Ker 
We had rented a few rooms in the hoax 
a Tamil brahmin family: this family IF 
at the hack of the house. 1 remember 
terrible concern from the moment I cute 



Ilia house because tbe mom* were dusty itml 
id particular the wash-busm. and bathroom 
were dirty. My (Inn reaction was to clean 
everything up in a thorough way before 
unpacking any suiicaxc or placing any 
furniture. I managed U> gel ihc cleaning 
material and started cleaning, hut the 
broomstick wax snatched out »t my hands 
by my Indian friends who hud curiously 
watched my activities They sin Kited: "St. >p 
it. the sweeper will come, the swecfier will 
come tomorrow". 1 understood the situuiion. 
In their eyes I wus lowering my status, iiui 
I was thinking of die health nl iny small 
children and in particular our huhy who.hud 
just started to crawl on the Hi sir ami put 
everything in his mouth. But. there was no 
escape. I was not allowed toelcan and sweep 
and the sweeper did not of course come tile 
next day. it took weeks before any cleaning 
was done. 

One of my students naiTuted how once 
during adinner bats were Hying mthc dining 
room Suddenly a bat flew in to the electric 
fan which was turning at a high speed The 
bat was beheaded and its heart lull next to 
the plate of my colleague She wanted to 
remove the corpse immediately because 
otherwise site was afraid that she would 
vomit. But. even inthixease. it wa> said that 
(he sweeper would come later, and the dinner 
continucd. In this ease we can assume that 
gender docs not play much ol a role, a male 
might have felt Utc same way as my student 

Another student was ottered a renin in a 
government training centre in a ronuKc rural 
aicu Her room was small and to a certain 
extent shocking to her. seeing b>r the lirst 
lime the window frames which weic 
decorated with the swastik symbol: lor Iter 
it was the symbol ol fascism and the N.i/ic 
After arrival she immediately wanted to 
clean her usim and in particular (Ik trench 
typo toilet located in the oppswitc building 
She bought a broomstick and 'Vim' tun hoc 
again the same happened- she caused a lot 
of commotion and was not allowed n * do that • 
“the sweeper will come” He came only vice 
a month and she was lisvcd n ■ clean in' secret 

RtStJXKTns n Modium 

The idea that a Woman has to he |mikvlcd 
in Very strong in Indian culture Situations 
should he prevented that miglu provoke 
others to exploit women, which contains a 
sexual ehsmcntjier.se. Wikiicii wln> gel into 
difficulties are not supposed to have the 
skill, or knowledge to delc-nd ihcmscivv- 
But there arc. ol uouoc. emancipated Indian 
women who have umrkcd out strategies to 
avoid personal sexual harassment' amt 
molestations by adopting the very powerful 
Hindu goddesses Durga or KaH hchaviotn 
or to speak to the offender a* a powcrlul 
mother |Ktshwar IV92). 

The assessment of the vulnerability of 
woman hi terms of physical weakness and 
openness to sexual attack arc some of the 


asxumptums behind the strict rules of 
chaperoning of women. Kven in a modern 
city like Bangalore, when we hint to go at 
night 11 o'chick, for us not lute at ail. by 
an autoricksliaw to the hotel, our vety friendly 
fund insisted dial his son chaperon us on his 
motorcycle. Tlic poor hoy had to drive all 
the way with us. To be chapen medor to have- 
company. is in India considered a matter ol 
tact. I re memlierttiai when iny daughter and 
I nmde plans that she would )oin me totme 
ol my protects Hi help me with pholox and 
video. Ihe problem was "how to cel 
pcnnissionlromihelJulc-hcmpIttycr c-stdc' 
In India lltcy were delighted that I had Im night 
my daughter to accompany me 

The general lecling in Ihc exchanges tvilh 
Duieh women researchers on Hie |Miint ol 
travelling and slaying alone without 
company w.isoneoruneasiness. We found 
lhal we were aware of the stereotype image 
of a lorcign woman travelling alone, or 
silling alone ill a restaurant as a loose 
woman' (stimulated by the import ol all 
B- and C class movies trom western 
countries) Thcichire. practically all had 
made airaitgeinenls to !>c .iccottip.micri iic 
another jK-rson. assistant. interpreter or 
counterpart to feel mote u-laxed. Thete i» 
also the anxiety Ic-i this protccti.m' in.I 
picVc-mioll' lie overdrawn or liecoine a 
IniKtiaiK-e In and around h-nek in btectlic-s. 
imw.iiitedimpuiationsaicolleniTiade Some 
lc-in.de lieldwnrkcrs when they have lotravel 
alone have in.idv more and mote usea'f the 
'ro*.m-sei-'ic'c' nuic.it! ot Ircqucmme ilu 
dining r<x>m 

TIk- inobilnv ol women fieldwoikeis is 
ofconrst restricted by the tact that tolr.it el 
in buses trains and public boats is ollcn a 
tug hazard bn wonieit. Public transport i> 
uiono|ioli<ed Ivy men.Only in big cities such 
as Bangali'tethere are ladles' seatstin Ironl 
o| die tins i sep.ii iled from men s seats in 
ni.mvotheis it iei|uues incentive strategics 
or a lot ol elbow woik U> travel In Kerala 
1 had a slr.uegy kn indi.m inale friend 
w-.Hihl pimp mto the public Nut from die 
educ o| (he lco.it |eltv be lore Die boat had 
entered Ihe |et\y. and isreupy a scat. 1 could 
enter later and replace him oil the seat. 

In view ol die alvive comment' it can be 
asked w'hc-lbci certain ty|K> of studies must 
Ik air i veil by women xcoiologixts. Ian 
Brcman has used a regional study 
methodology m which lie was very mobile. 
He stales that within a shott period he slept 
in a m*<don and comfortable (winhouse, a 
Wits (some kind »t field-bed)'under the 
nsifofaliut.ot slept in the open field amidst 
the sugar migiant labourers. He leit like a 
chameleon forced out ol necessity, to 
negotiate a ku ot' social settings with a 
minimum of empathy. We do not know 
whether fireman did all the travelling by 
motorcycle mostly a (one or with some 
company. In ewe he was alone, my group 
ot lemak researcher* fell that this would 


have beenim)s «ssihie (era woman researcher. 
One of iny female jtmkir fieldworkcrv ;,u.> 
roamed around with considerable speed bm 
her' moped' ) in sugarcamc t iclds. camps and 
factories tail die was always accompanied 
by her field assistant But. even in that case, 
(icople often remarked lhal they da) not 
understand how ilu- parents of the girls 
allowed lliea daughlcis to roam around lilcc 
that! Au> Mis. i experience ot young unmarried 
student was >hai die was constantly watched 
ami controlled !»y men whcivvei she went. 

< hhers were advised notion avcl by bus hut 
were urged lo lake a ichahle taxi. 

Tlus ikM ion of pn Mecii* vi and csctvi applies 
even imw to Indian women lick)workers. 

I cvb Idubt conducted her Hrsl fieldwork 
am*Hie giMid women because her father-in 
law was in ch.trge in tlie area as a civil servant 
(manager, court of wards) and he look cate 
of her She went to llie field as a well protected 
daughter-in law accompanied by a maid¬ 
servant and escorted by a peon The 
experience ol Joyce Pemgicw m having 
annind her oHistn- and nephews of hertn- 
l.i w I umilv as chaperones all the time during 
Itcrtesc-.ifvh w as very amusing and uVcrcsting 
until she realised that she was treated mtvre 
as the wile of a iat subordinated to patriarchal 
norm - than as a po ilc-ssional anthropoiogkt. 

MS HS* S ITT* SO 

Peggy Cioldc wonders: "The issue t* first 
now can I repay these people who give me 
-*• much.'" tj> MM. While the issue for the 
community is: 'What Joes she give that 
make- up (i« the llnUiilc 'he causes?" 1>> 
female anlhri>pokigiKis leel Ihe need to 
'repay to a greater extent than do males? 

Ir. die Indian context oilier considerations 
are at stake as well: ihe day-to-day 
conlrontatioti wit,, hunger. |xiverty. serious 
illnes.se>. inhuman living conditions, 
discrimination, violation ofhuman rights, is 
so intense that ihc ficldwurkcr will offer help 
and su|>pott on humanitarian consid er ations. 

But. another important question is, am 
unmc«t ticldworkeis seen and consjdamdaa 
more accessible by the informants for 
icquesfing all types ot support and favour* 
than male fie Id workers' And what pneawre. 
tune constraint’ and dilemmas arise from 
that? It can be supposed that woman, and 
in part icul»rf*cWw.vkcrs with sdcaridontky 
of being a mother, are perceived as caring, 
committed persons whowdtprotect, c xw f o rl 
am) support others. The mote so wheat the 
women Ikkhnvker is foreign, andl in Mm 
eyes ot the involved people m the iwmamh 
area atsonch and p ower ful. They will axpact 
therefore in tine with patron-cficntra ia li nn* 
something in return. S** the pm s ate i itmar 
from hoik sides: the gender and th a el an t 
component. 

t have heard from male sncnvlogimft that 
they werx: approached duri ng t he H iriJ na a f t 
in InthmtMia and the Phrhppriwi lo arrange 
f«w im prov eme n t ot the ontdrlruro ol the 
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people. Ian Breman mentions in his report 
that he did not hesitate to offer help in case 
of emergencies (p 22). Willem van Schemlel 
was approached many times by people for 
suppoit. information and help during his 
long fieldwork in Bangladesh and West 
Bengal. But he noticed that when women 
asked him for medical help, it w;ts usually 
because they were in a serious condition. 
My husband also received many requests 
in India to arrange mailers for all kinds o| 
people. 

Bu|. according to me there is a gender- 
specific condition which puts women under 
greater pressure in this respect than men. 
Men can hardly approach, or have intensive 
contacts with, women of pi sir households 
who are must in need of everything. Male 
ficldworkcre simply do not do this type ol' 
research because of gcndcr-scgrcgat ion. and 
do not know, nor are (hey aware of the 
serious problems women ficidworkcrs face 
in view of this type ol studies. Women 
fiektworkers interact ansi communicate with 
this category of women, which creates a 
situation in which pressure from Isith sides 
todolhingxwill increase. She willdo things 
because she feels it an absolute gesture of 
concern and solidarity ami the women will 
approach her ax a powerful sister or rich 
mother. 

Lei me present one illustration o| the first 
situation. 

Some months ago Mirjam and I were 
interviewing inotteof the most horrible and 
pour slums at the outskirts i if Bangalore. The 
people here were shifted two months ago 
from their original place which they had to 
vacate because a market would he constructed 
on that location. Now they were dropped in 
a desen-like surrounding far away. A few 
hundred families in mukc-shtli huts had to 
fetch water from only one hand pump. The 
women had to walk far over sloppy, and 
rocky terrain. There were no other water and 
sanitary facilities at all. But. worse, the people 
bad bi walk more than six miles over a sandy 
track to reach the main toad for catching a 
bus. This wax the main reason that most of 
the people had lost their jobs, especially the 
women who worked a* domestic servants 
and construe (km labourers. We came across 
blind and handicapped people who were 
hauling in some shabby tents, and we were 
wondering, how they survived in this m kklle 
of nowhere. We became very depressed 
seeing so much suffering and the inhuman 
conditions. Dining one of our interviews a 
small woman with an obviously seriously 
undernourished baby in her arms fell 
unconscious: the baby was crying loudly 
and we feared that the mother had died. 
Nohtxly took action and we wv not allowed 
to touch her. We were very relieved when 
the mother opened her eyes after a few 
minutes. She told us her sad story. She had 
five small children and her husband was an 
-alcoholic and ran a way with another woman. 


She showed us big wounds on her whole 
body and open wounds on the head and he lly 
of (he baby. The sears were hum wounds 
because sire used to gel these attacks while 
cooking, and often she and her child fell into 
tire fire. Her small toddlers, two and three 
ycurx oki. helped her to become conscious 
again by touching her face und by sprinkling 
water on her. She hod no money at all and 
survived because her mother brought her 
now and liicii some money which she earned 
by selling xweels at (lie nearest bus station. 
Miriam and I looked at each other, and we 
started to organise a visit to the nearest 
hospital by an aulnrickxhaw and gave money 
for several medical examinations. During 
tsir way hack to the hotel onthe autorickshaw 
we were silent for a long time. 

It is my 'observation that women 
ticldworkcrx spend a lot of energy and time 
on support ami help out of feelings of a 
deep identification with the problems of 
the poor women in their research area, 
partiality, strong involvement and because 
the claim on them is related to their gender 
role. Many oilier ficidworkcrs told me lhal 
tliey gave information on family planning, 
menstruation and in particular, on how to 
avoid pregnancies, spent many days in taking 
people to the TBC und X-ray departments 
of hospitals, provided all kind of medicines, 
gave food, small loans, photos, taught 
Hngtish. or collected money for sewing 
machines in the Netherlands, or were 
desperate because they did not know what 
to do with requests of a more political 
nature such ns making a speech at a political 
meeting, joining in demonstrations, 
collecting money lor religious purposes, etc. 
And what to do on so many occasions when 
people offer their small hoys and girls to take 
with us to the Netherlands as servants? And. 

I watched one of my students during her 
departure at the airport for a revisit to her 
fieldwork area: she Itad two big bags. 25 kg 
of luggugc: 25 kg of presents and gadgets 
ordered, and the rest were her personal 
belongings for a long sray: und she is not 
an isolated case. 

It is my personal feeling and experience 
that in comparison with my male colleagues 
I am more often approached by in particular 
women, for requests for support and help. 
In fact on several occasion* I coukl see the 
role gender played in this accessibility. When 
I stayed with my male colleague in the villages 
of Bengal ISchcnk-Sandhcrgen 1991 a|. 
people came to me and asked for phwgbs. 
bullock*, tile* for the roof of their hut. "You 
areasotty", was the react ton of thixcoDcaguc. 
denying that it has anything lodo with gender. 
Also outside the research location we come 
across this type of situation. An example: 

When Maaikc and I entered the swimming 
pool, wc saw a group of young Indian hoys 
(tying to learn swimming. In the pool were 
other Indian men who worn swimming well. 
But when we started swimming the young 


boys immediately asked us to teach diem 
how to swim. 

The interpretation of such incidents is not 
easy: Why did they ask us? Were we 
perceived as more approach aMc a* women? 
Were the caste difference* between the boys 
and the men so big that they did not dare 
to ask them to teach them swimming? 

There are a lot of differences in the kinds 
of hetpdemanded. In t be upper-middle class 
the men. but sometime* also women, will 
ask to arrange for opportunities to study, 
for visits and jobs fin- themselves and their 
children in the Netherlands or they will 
order cheese, electric household equipment, 
perfumes, cymcras and even computers to 
he brought for them when you visit their 
place again. The demands are often very 
understandable, hut it is also not easy to 
play down such request* and it can create 
a lot of unfulfilled expectations and 
disappointments on both sides. 

The support and activities I could realise 
forpractical improvements for the women 
in my research location have helped me 
very much to deepen my insight and 
understanding of their lives, and to collect 
material which really reflect the problem* 
and priorities of women. In view of that 
experience I prefer to he involved in projects 
and programmes in which research ‘for 
women' and not ‘on women' can be 
conducted. However, the implications of 
that choice and related methodology are 
far-reaching and deeply pervade not only 
the personal life of the researcher, huicven 
the lives of the whole family*,,of the 
researcher. 

In particular for women socU^cientist* 
involved in practical work, consultancies, 
advices, rapid appraisals. In the field of 
‘women (gender) and development' gender 
plays a crucia I role that can shape the success 
of (he project to a large extent. As I have 
done this work during (be past 10 years in 
combination with research work, it is my 
experience that in practice I am more often 
confronted with different arenas of 
participating people and counterparts in a 
short period who all have their hopes, 
expectations and requests of what you mean 
and can Jo. To he confronted in all types 
of projects (bilateral, multilateral, voluntary 
agencies, etc) with the immense poverty, 
obvious needs, interests and demands of 
tribal and scheduled caste women in alums 
and rural areas, invites us to do things. The 
contacts with the middle and upper doss 
women oblige us to ad in many other and 
different ways. To deal and interact with 
local male policy-maker*, planners. 
gpvcmmenudTicial*. NQO leaders, technica l 
consultant* implementors, etc, requires alot 
of other skills in the field of social engineering 
of hinted requests and de m an ds . 

What I want to say hew is that worm* 
advisots/rcs ua f ch cr s have to cope with a 
doublecrooOixulsfrem. first, because time 


short, the firm strain come* from the 
Mcenaity of optimal interaction to obtain 
full rapport' in different arena* of involved 
,Kopks. The iiecond strain is that of dense 
and intense communication which incivuscs 
the depth andquality of the relations, which 
make them less casual and professional. and 
more personal and more private. The 
consequence of this is thut besides the pursuit 
of the project objectives in terms of 
contribution to empowerment oi women land 
even ‘autonomy’), many other personal 
relations and expectations will gmw and 
rxpand. which have to he maintained and 
fulfilled. These personal ormore private lies 
and relations, which have to he tended very 
carefully, are often the crucial reasons lor 
the success of the project, hut (hey ate not 
considered as part of the project or 
programme, let alone as belong ing to the job 
description of the woman expert. Time, costs 
and energy involved in it afe invisible in (lie 
.vojecl documents, and even unnoticed, 
denied and ignored by pro|cc( officials and 
bureaucratic procedures. This is rcllecied in 
the way planning and schedules arc drawn 
up and consultants in pipjccts arc just replaced 
by others for reasons of transfer, avuilnhility 
or economic reasons. 

It seems very urgent to stiinulalc 
puhlications. similar to those ol iIn¬ 
experience of women anthropologists, of 
women social scientists actively involved in 
women and development ’ programmes and 
projects in which they analyse how llicii 
gender role has shaped the project. It is my 
feeling that their gendcrcvcn plays u more 
important role in the success of the protect 
than described by female anthropologists, 
but that the tremendous ‘costs' ol those 
efforts have lobe borne as a private mallet, 
and are not acknowledged in the way they 
deserve to be. And. in that way we are hack 
at the debate on the ‘politics ol male 
dominance' in field research: tlieexploitatiofi 
of the gender of the gender s|iecialtst is 
perpetuated, even when *he i< working in 
the field of ‘wtoncii and development' 
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Gender in Neoclassical Economics 

Conceptual Overview 

Kitu Dewun 

Attempts at analysing women's exploitation anti oppression, anti on Hull basis evolving a theoretical perspective have, 
because of their interdisciplinary approach, teiuled to isolate women's studies as a new social science. As a result existing 
disciplines have benejited little /row the new perspective of women '.v studies. A case in /mint is economic theory as it is 
generally taught. 


IN recent years academics uiul activists have 
been involved in attempting to develop 
methodologies to hcltcrundcislatid the icalily 
ofwutncn’soppic.ssion old exploitation, arid 
to integrate patriarchy into theory and 
theoretical models. TV sc c) torts at analysing 
and integrating aspects of women's 
exploitation ami oppression into theoretical 
explanations, have primarily focused upon 
evolving an interdisciplinary approach. Tins 
approach, while necessary and ctucial. has 
tcitdcd to isolate women's studies as a new 
social science, rather than integrating it into 
existing disciplines. In practical terms this 
implies the perception of women's studios 
as a separate discipline, i new field of study 
disassociated Irom other areas oi study. 
Consequently, gender scgregutiontakcspiacc 
yet again This trend is intensely disturbing 
to both academics ami activists ns n has led 
to general acceptance of women's studies as 
a separate paper to he offered to only those 
students who are 'interested', rather than it 
being incorporated into all existing courses 
so that all students arc exposed tonon-scxist 
analysis. This article attempts a feminist 
critique of existing economic thcoiy as u is 
generally taught ami accepted today 
The dominant paradigm m economics 
today is the neoelavsical one. winch is 
accepted as 'mainstream' economics 
Defining neoclassical economics. u> bobbins 
does, as "Uie study of the allocation of sc arce 
resources among different and competing 
ends" is too generalised, since vat iou> non- 
neoclassical sclrools suc h as (lie Mai xi*t and 
Austrian also analyse resource ;ill.K..ii'n>ii 
Neoclassical economics can also he 
characterised by the assumptions oi 
methodological mdivklualisin but. although 
it dnves much research, it does n<<t del me 
the subject mainly because laigc areas »i 
study - such as macro-economics or thci >r tes 
that aggregate tainilics and firms into 
individuals and entrepreneurs - lack mkio- 
foundatkxts. 

The ideological and metlwxlological basis 
of neoclaxsicial economies is im|vrsonal 
functioning in a 'free market 'Muation. which 
automatically tarings alrout an efficient 
allocation of resources among individuals, 
who are 'free' and therefore 'rational - 
seeking max imisatiraiol profits us producers 
and of utility as consumers. W ith the immense 
'sophistication' in methodology that focuses 
almost exclusively on quantification 
relevance has been .subsumed by method 
leading to the ‘tyranny of mcthodolatry 


IDaly 197.11 that elassilies uncomfortable 
issues such as patriarchy us non-data und 

ihus invisible. Abstract ioincachessuch levels 

that reality becomes an exception. 

Consequently, the central point of 
economic theory and activity is the 'Homo 
(keconiHiiicus' who is smoolhened to such 
a degree that .ill class and gender differences 
.ue erased I rum anal) sis. ThiKclnss-ncutrulity. 
gcndci-neutrality (as well as caste-, 
ethnic-.tribal- racc-ncutialily.clc)postillatcs 
a single universal rationality totally tml ol 
keeping with reality Thus economic analysis 
is gender-neutral, as ;ue technology, develop¬ 
ment policies, market luncuoning. mact'o- 
nucio-policies - the list is endless. 

Nc><cl.isstc.ilcc>moiniesgcnei ally ignores 
that every economy is eharactenced by two 
intcr-dcpcndcnt systems - the system t't 
|N'.hIih'<ioiioI material goods arid the system 
ol reproduction of the labour force -- and 
patriarchy is tully integrated with production 
relations and puxluctive forces Any theory 
that leaves >nii the diflcicntl.il and olten 
contiadictory coiisequenees ol any kind of 
economic theorising, analysing, activity and 
policy ine.isuics. bo-omes irrelevant to the 
••titire people not only to lull of them. At 
one level gcndci is a system ol relationships 
ha.sed on unequal economic divisions; it is 
also a lliinlmieiil.il cli'incill ol society, 
particularly ol adivicionol lalvmr intei locked 
with gctnlcr division and patriarchy 
• However gender analysis bv itself cannot 
le nlequatc.Cic-n<lc-i wliieh is .in asymmetry, 
is based also on the I act that men have 
c.onotr.ic power mil lha> this ixmuwic 
putter is diluted try various societal and 
silii.i|io;ialcOiMlitions|Kal|>.igain 19X61. Due 
to the easiness oi I lie' broader issue ol the 
relevance ol nco classical economics in 
ccncral. ibis paper will tm.us primarily on 
gender i"tic. in vcoiiouuc theory fan one 
lemaie work participutioii increases a s j k .verty 
increases, and declines with jiH.-rcu»c in 
household income and male earnings, 
increase in wage rales do not lead to an 
iiKtease in the kiltour supply ol women as 
it does lor men. in Incl. the opposite holds 
true Also male work participation talcs aic 
determined by the level of employment 
available and seasonably, for women I Ires 
are additionally dclcrtnincd Iw llte pattern ol 
lertiliiy.dcchnine ilrasiii allydurinii theehil.l 
heal ing and tearing years 
'Hie loci of economic and patriarchal 
power itetcmimc Ik<w. whctc. when and w!k> 
makes the choices. A woman's choice is 


determined by hcrcconomicresourcepmitir 
in the existing organisation of productio 
by her ‘home responsibilities' thut a 
assigned to Iver by society, along with soei 
ami eul-lural conventions ami sancliot 
itnposedon Iter, particularly when she makt 
'unconventional choices. Pissing a choka 
decision between 'work' and ‘leisure', i 
indifference curves analysis docs, simpl 
docs not either .describe or integrate th 
alternatives for a woman. Similarly, if 
analysis of consumer choice is irrelevant I 
women, most o| wltom lack the income I 
make these choices. For one. the ten 
‘independent income has differei 
connotations for men and women. For a ms 
indc|icndcnlincome means inherited weall 
orpropeny meotne implying that he does nr 
have to work lor a living. For a woman th 
term denotes that die works and earns a 
income whereby she is independent of h< 
husband's income. 

Further, the income witmen spend accrue 
mainly because of their partial or loti 
dependence on male earnings and the lac 
of control over their own earnings. Th 
economic roles of a woman as produceran 
as consumer combine in unpaid labour i 
home. Society assigns her the mle of wil 
and mother and in doing so decreases “th 
Icininmc productive function as that > 
providing services to the household itself 
As a consumer, the woman acts as th 
purchasing agent for llie family and in effei 
buys the raw materials that she uses ■ 
household production Neither as product 
nor as ei insumcr di ics she have the free dot 
ol choice allottedtoumanIBcll 1977J. Thi 
situation is lurlhcr eomplicuted i 
underdeveloped. mm-eapitahst econotnw 
such as ours where women an: largcl 
involved in non-market. subsislcnc 
economic activities which, while m 
recognised as work not having dirci 
exchange value, underlie basic survtv. 
sti.ilegics of particularly jssrr household! 

Individuals in |>oor households do not at 
rationally' by maximising then iiwnutilit 
cither as consumers or ns pioduccr*. K athc 
they attempt to maximise the survival of f. 
Itouselioldas a unit. Neoclassical 'rath malic 
is turned<«n if a head inundenfcve loped ovw 
fsipulated c. amine* win re lire potir find , 
raiionallohavc more children win > add mot 
to the family income than they eonsumi 
This icalily is directly opjwsed U» lit 
dominant micro-vw atomic theories crfTertilit 
which equate children to c onsumerdurahka 



Baxter lie 1973) and. more recently to 
Kioxehoklproducedgoixls {Schultz 19Xt|. 
Ttexe theories axxumc that households. like 
rmx,behave 'rationally'.Dial they maximise 
tility in acontcxlof scarcity and cun choose 
.> cither consume commodities or prtHlucc 
hildrcn. xuhjcct to the usuul constraints of 
ncoaie. prices, tastes anti time: thus the 
uantily and quality ot children, like other 
odds, are a fundkmof the time and rvu turces 
iHocaletluitbeuproductHsiiuKlinainU'iiancc 

In some neoclassical inndclxof tin: f amily. 
'hildrcn arc included us a 'public good', 
vbere ilieir welfare and consumption are 
icorporaled in the parent's utility function, 
awing issues such as the potential clteci ol 
iffercntials in caring on Ireiuschnld income 
istribution and gender-based division ot 
ousehold labour These models, apart liom 
resting children as objccis. identity women's 
aring for children as a commitment or a 
csponsjbilhy or even a consliaim 

Becker’s ‘rotten kid theorem' assumes that 
ic head of thchouselKikl is a male Acc< inline 
.-i ibis theorem, the benevolentc ol a 
ompaxsionale head ol a family reaps nch 
ividends. If 'he' provides generously (or 
■veryone. even (lie mtist selfish beneficiary 

the rotten kid' in the family - will lx- 
nolivated in maximise family income and 
onsumption and thereby would mternalwc 
II effects t>| his' actions on othci henv- 
iciaries. Ultimately (here will ix no tree 
aiers in the family. 

Another issue central lo mainstream 
conomic theory is (lie unit ol analysis, lake n 
.eneraliy as the lirm in ihe context ol the 
forking of the market in acapiialwi system 
Tlis clearly tkies not hold iruv loi non- 
upilali.si. semi-lcudalcounincs. wilhulalgi 
egmcniol Ixtihcconomic .xii\ tty and people 
:i the non-market scctyr Howcvei. even 
vhore llie household has Ixcn taken .w a unit 
.f analysis, the imdcrl) ing assiimpt ion isihai 
I is a homogeneous unit. Infadil is pivc iselj 
I this level that the system ol production 
nd reproduction intei.ict most iightlt 
tarlictilarly in agrarian stxieiies when small 
eale, household produelion dommaics 

H\ri i sic in is h»vim 

Tlie exclusion ol the uirecpi oi i.umlt 
rttm ccont'iriu theoiy h.w mipoiiani 
onsequcnces regarding pi'svthvorv utilnv 
nuximisation consumption iltcoi\ cic 
ecuusc mail) ol the commodities pi odiicvd 

I home are suhslitulesl loi'put chased gisnls. 

vhat i* maximised w a common •iitliiv 
unction in which the household and not the 
ndividual is the unit of impiiry Tins utility 
unction is generally equaled with the 
ousehold head's utility function, motivated 
itherby sclfmlcrcsf nr the genci alwell 
ring’ ot the family Apart non. assuming 
hut the bead of tltc la xiscliold w gcinki le" 
nrturwn .rrotKtwt m«i i . in a siiu.iii.ii where 
n increasing oumbci of hoti*el»olds are 
cm ale•headed, this assumpt h si c ana ullages 
te different yet complementary mU> ot a 
nan andwoman in pixdmg resources ol tunc 
ltd money for the household |Mdra ls*K41. 


Further, allocation of work and power 
relations within (he family work outside the 
price mechanisms, since family members do 
ihh share conmuxliticx and work iluough 
market transactions within the household. 
An alternative mixlel has been suggested - 
the unit of analysis being (lie household or 
family which operates on 'co-operative 
conflicts' (Sen 19K.1), the bargaining problem 
being one of finding apart icularco-opcrative 
solution yielding a particular dislribulion of 
bencfiis sensitive lo various parameters 
including the respedive powers of ihe 
dill'erent members of die family Whclher 
• me secs' (lie laimly as an arena of 'co¬ 
operative conflicts orot 'non-antagonistic 
contradict ions asMaodetlnedit.thcrcisno 
denying the un|xiriauec of carrying out 
analysis at both mlcr-luiuseiiold ami inlra- 
hous-ehold levels, particularly in umlci- 
dcvelo|icd subsistence economies where 
a significant proportion of goods and 
services are produced in the informal 
housch) ild seek >r wliere women are the main 
workers. 

This logically bongs us tnoneot Ihemosl 
glaring lacunae in economic theory aiufils 
application - that ol Ihe concept of work. 
Work in economics is generally equaled with 
niarke I u. irk or paid woik -ic. labour f * over 
which hasancxehange value. Without gelling 
into '.lie entire dehate on the definition ol 
work and specifically ‘house work' u is 
essential lo |H<mi out that the neoclassical 
concepts ol ni.ukel work', 'inarkel wages' 
.mil 'market tunc are not fully applicable 
cilllel hi underdeveloped subsistence 
econoimvs nor m relation to gender-based 
division and scemcniaiion ol labour 
Farlreui.iily in economies wlttre Ihe m Jtoruy 
ol women wink in (lie non-markel sector, 
that are classified as mm-wankers, non 
piodticcis.ind hence mat-data and invisible, 
leading lo muleieslimalion ol the labourfixcv 
as well as the ilevani.inonaiKlnon-recogiulK'ii 
■a (hen economic omnibuiion 

l( is necessary to point out Ihe c lose link 
Ix-twccn changes in the definition of woik 
in an agiai mi) mkiciv and women s activity 
tales revealed by a now well known study 
|Ankei. Khan aiulGupta 19X7) Tlteactivity 
Mietorwonienwas I tperceni wlx'ii workers 
weic detun'd a' "paid l.ils'Ur hue ,i e 
persons engaged in wacefs.ilary employ 
incjti) WhcnlhcdcImiHoniisedw.is'ni.irxei 
oriciueil lalvnir torce' (I e. persons in paid 
iahotii fores plus ihose engaged in family 
iaim oi cntcrpiisc that sells some or all of 
it. goods ami services), the rate increased to 
12 per cent The II .O lalsmr force definition 
iltclu.tv's |X'l soils engaged ill activities wIkkc 
gmxls and services should f*e included in 
uation.il income stnlislies according to UN 
lecmn ineml.inoi»snc-.pnsluciuxiof primary 
gmxls phis |triicessing of primary gmxls Ity 
pnxlucvi s ol these goodx phis production ot 
■ llwreissU (Urdy sold and p«1ly consumed) 
Ity this def in it ton the activity rate lot women 
became W per cent. Hie fourth delimit, n. 
tin' ’extended latiour force’, inc ludes all the 
above categories of woti plus ihorecpeiMii. 


who perform an activity that coninlrenes to 
meeting the family's lusic needs for goods 
and services that ate generally purchased m 
industrialised countries - the activity rate 
here was ,m astounding 9 pet cent. 

It is obvious that Ihe definition of work, 
as well js other conceptual ami metho¬ 
dological biases ut data systems must be 
revised. Furtlter. it is necessary to analyse 
to what extent housework functions as a 
wage subsidy to? iltc market sector. The 
relationship between patriarchy and 
development thus assumes significance 
particularly it. relation to the power 
relationships lief ween men and wtsncn wiltun 
the tamily. The family is a unit in which 
production and red jstribuhnnol income occur 
i hi ihe basis of material aspects of gender 
relations and division of labour, resulting in 
conflict and change. The central insunment 
ft irmaintcnancvr if patriarchy is occupational 
segregation, which reinlorecs the traditional 
division of labour, resulting in lowcrwagcs 
lor women which maintains their ccuoomic 
ikipcndcirec on men. .Simultaneously, the 
domestic division ol labour reinforces 
occupational segregation by weakening 
vomen s status in Ihe labour market 
IHarimann I97h|. 

In umlcrdcvelopeij scmi-feudalecomanics 
llie pi unary production unit is lire* household 
wliere non-commodity eharae(eristics are 
lclamed alongside c munixlity production. h 
is thus necessary li • incorporate bmli in theory 
ami analysis the material basis of housework 
which is ancconomic function integral to the 
system (Krishuarai and Faicl 19X1], 

Non-markel .reliviiic-. have remained in 
Ihe mam. oul ot lire scope ol neoclassical 
economics. This lias been x. particularly 
since lire ri-<- to dominance ot supply and 
demand theories which rvson to methods 
whreli restrict the lire cporaiion of the wide 
variety ol o >. trillions under which changes 
in methods ol production, output, ooo- 
.ump!mu and Jisinbution take place. They 
do not piovidv a b.isis lor building up an 
inleiKlalcd analysis of a real economy, as 
they I'recluile unportanl aspects of social 
re'l.ilions ihai are essential to the dynamics 
of an economy | Bharadwwq 197R). Gender, 
as otheraspcctsnl si s.'ml relations finds tilde 
place m neoclassical economic* In reveal 
lime- some economists have hegtm 
iireorp.ii jting women s activities in the 
inarkel and Uniily maintenance work. Non- 
markel activities have been dealt with 
l«rimarily by comontisls in itorvcapcrtiM, 
svnu-lcudal agrarian cc.xxhimc* 

Ijuxi* Mutun 

I at hour market analysts pnAanljr deaU 
with labour tiixr paitkfpathm and lahnar 
maikei segivgatiou. taking both supply and 
demand factors a Ho ascouoi A winnen'* 
participation in the labour market w. 
deterrniixretb>hcrtam4Kii nja ii L in.»Ji» ca(im. 
growth m oppononitio. and Ihe genend 
kvelofeconomic actrt ity IhlK-renoninllM: 
labour marker are amdysud in wren* of 
ejmings and orcupaiional di«trdw> m 



relating to pnxluctiviiy differential*, direct 
wage diacriminalion and occupational 
segregation by sex. 

The ‘new home economics’ developed by 
the Chicago school | see Becker 1965. 19711 
extends the theory of comparative advantage 
originally used to explain international 
specialisation in trade theory to the gender* 
based division of labour to explain why 
women specialise in hosue work. This sclxsd 
argues that the historical division of lulmur 
between men and women gives men a natural 
and inevitable comparative advantage in 
market activities and women in housework 
resulting in 'efficiency gains' Also, that 
women devote less time to lull-time work 
out of choice and consciously choose 
housework due to tougher market coiklit ions. 
Further, productivity differentials are 
explained by low levels of experience, skills, 
efficiency ami education. Marriage i< equated 
h> a two-person firm and is dclmcd as a 
contract in which one partner is the 
entrepreneur hiring another and reaping 
residual profits, hach is a super tradet pur¬ 
suing individual utilities and entering into 
trade at implicit pines 
Neoclassical economic theory has 
conccntrulcd more mi wage dilicreniials 
rather than gender scgrainm. employing 
mainly modclsof perfect competition where 
wages arc equal to the value of the worker s 
marginal product. The conclusion of such an 
analysis is that women's economic situat ion 
is a result of "tastes' and 'free choices' of 
women themselves, oi employers, etc. ac¬ 
quired through both specialisation >>l. and 
socialisation by. individuals IW aclirer 197 71. 

The two major variations of neoclassical 
theories based on models of perfect 
competition that explain wage dilfcrcnliuU 
are 'overcrowding' ami ‘humancapital'. In 
both, a worker's wage equals the value o| 
his/hcrmarginal product, wage differentials 
existing because of their diflcring produc¬ 
tivities. either due to women's lower level 
of accumulated human capital or to over¬ 
crowding ’ with its affiliated implications ot 
a relatively low capifaMuhour ratio. TIk 
'overcrowding' approach state % that since 
there is arelaltvely low demand lor a isui tcu lai 
type of worker who has a large supply ol 
labour power looffer. there are a large numher 
of limitations placcdtin liie occupations they 
are offered. Because women iire thus restricted 
by receiving lower wages than men. they are 
forced into a small numher of occupations 
in which the capital-labour ratio is low. and 
hence women have lower productivity than 
men. It is obvious that this reliance on tbc 
employers’ ‘tastes' as the causal factor of 
occupational segregation is not sufficient 
[Blau and Juscnius 1977}. 

As opposed to the 'overcrowding' 
approach, the ‘humancapital' approach iloe* 
not assume that men and women arc per¬ 
fectly substitutable for one another. This 
competitive model explains wage and 
productfvitydilTereniialsthnHighdiflCTenccs 
in the quality of labour hetween men artd 
women. Human capHai is acquired by workers 


who invest in themselves through education, 
on the job training, experience, etc. The com 
of acquiring the skill is compared with the 
expected ‘return’ on the 'investment* mode 
in terms of higher wages. This theory thus 
concludes that as men have invested more 
in themselves they have more humancapital 
than women and so receive higher wages. 
This approach, just as the 'overcrowding' 
one. assumes ‘freedom of choice’, without 
taking into account the restrictions imposed 
by society on both women's I rcctlom and her 
choice 

A thud relatively less known approach is 
Madden's model hased on monopsony. A 
inonopsomst gives wages lower than the 
value ol the marginal product. the degree of 
divergence depending upon the strength of 
(lie m< tnopsony elements in (lie lalxxir market. 
Hie central component of thix model is the 
rclationshiplictwccn wages and clast icily of 
supply. Tlte less elastic the supply curve of 
lalxun llie lower will he the wage. Women 
receive lower wages than men hceausc llleir 
supply curve is less wage-elastic. 

Various studies oil explanations ol wage 
Jillcrcnli.ils have been carried mil. One of 
the most important is the Corcoran and 
Duncan |Bcrgnianu I9K6| survey which 
showed the contribution of various factors 
to the wage gap in the US. The percentage 
distribution isaslollows: yeafs of education 

- 2 per cent: years of experience - 14 per 
cent: training - 11 per cent: years out of 
labour force-6per cent: percent of working 
yeais pan-nine - X percent: limits on hours 
and location - 2 per cent; plans to slop work 

- 2 per cent: total 45 per cent. Thus, of the 
total wage gapol ItNI. 55 percent remained 
imcxpiamcd. Neoclassical tlicorics arc not 
able to explain wage differentials fully even 
within a capitalist system 

Inadditioii.muiiiMrcant economics, whicli 
is (he economics of scarcity of unlimited 
ends and limited means, is not adequate to 
explain survival issues in underdeveloped 
economies. Neo-classical economics slates 
that as wages increase, the supply ol luhour 
will also increase While this is questionable 
even where men are concerned, the opposite 
generally holds true fix women Women 
withdraw lumt the lals sir market as economic 
(xisidon improve*. indicating that women 
work lor survival and no! out ol choice. A 
large nuinlier of studies done in India have 
klentilicd alarge variety of lactorslhat reduce 
a woman x participation in the labour market. 
These irk'luile increase in maloL’aming*. in 
average household si/e. in per capita income, 
in si/e of land-hokling. increasing land 
concentration, increase in caste statu*, etc. 
Few. if any. of these interrelationships can 
he explained l>y neoclassical economic*.» 

Mainstream ccnnntntcK assume* men and 
women to Ik abstractly equal, both making 
'rutionar. 'gtsxf choices regarding not only 
work but even marriage. Gender is not 
recognised eillter as an asymmetry or as a 
system ol power relationshqw, To whatever 
extent neoclassical economies has 
incorporated the concept of gender, it has 


tended to |ri visliso it. Both the balance and 
the level of power are ignored. Mainstream 
economics, the most ’scientific’ of nil social 
sciences, does not have much to offer either 
conceptually or methodologically in terms 
of gender. Unless economic theory 
systematically and scientifically analyse* the 
linkages hetween the mode of production 
and tbc mode of reproduction, the economic 
and therefore necessarily the social reality 
it examines will remain not only clouded by 
our misconception of the objective reality, 
hut also our economic endeavour* will he 
isolated from the reality of both men and 
women. 
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Management of Technology 

Bernard D’McBo 

foreign Technology in PubBc Enterprises by Sunil Mini; Oxford and IBH, 
Yew Delhi, 1992; pp xx + 254, price not stated. 

FASHIONS recur with a certain periodicity, respect of self-reliance is poor” (pp 21-22). 
Tie currently fashionable mainstream Further, the import d ep endence of firms 
approach of the economics profession in with imported technology is measured by 
studyinglechnology and‘technical progress’ the ‘Net Foreign Exchange Inflow Rate’ 
is the hoary total factor productivity (TFP) (NFIR)., 


J'ASHIONS recur with a certain periodicity, 
'he currently fashionable mainstream 
approach of the economics profession in 
studyinglechnology and ‘technical progress' 
is the hoary total factor productivity (TFP) 
approach. The book under review clearly 
(Joes not fall in this mainstream trap that 
couches its ignorance of technology by 
resort to the mathematical form. But. 
liven the author’s penchant for accurate 
measurement of as complex a concept as 
technological dependence, he inevitably 
simplifies and thereby circumscribes what 
:ould have been achieved - a deeper 
understanding of the complex process of 
technological dependence. Today, more than 
ver before, not merely economists, but also 
sociologists, political scientists, historians 
and anthropologists systematically analyse 
data using correlational regression and tabular 
techniques. However, the role of econo¬ 
metrics in contempo rar y economics and its 
relative merits, like the place of ideology in 
social science, ia a matter of intellectual 
debate we will not enter into here. 

The book is divided into two pans. Part I 
outlines general trends in foreign col- 
aboration in Indian public enterprises and 
•art 11 comprises the case studies. The case 
studies are of the telecommunications 
equipment sector and of two enterprises, 
Electronics Corporation of India (ECIL) and 
HMT. There are some 115 tables, five figures, 
11 armexures and five pages of references. 

The data in Pan 1 are largely from the 
National Register of Foreign Collaboration 
niblishcd by the Depanment of Scientific 
and Industrial Research (DS1R). the pub- 
ished RBI Surveys of Foreign Collaboration, 
and the author's own compilations from 
annual reports, RBI. DS1R. etc The author 
define* the elasticity of R and D expenditure 
with respect to technology import costs and 
measures it by the coefficient bin a log linear 
r e gress ion: 

LogRAND - a + b log IDC 
where RAND is the R and D expenditure 
wbkhisaasumed to beentirely for adaptation 
of imported technology and IDC is the cost 
of technology Imports. The latter is taken 
as the sum of royalties, technical fees, 
Nymans lo foreign technicians, training 
cost of Indian technicians, and interest on 
dtftrra d credit (comprising the direct cost 
of technology). If b is greater than I. then 
tb* fins is becoming self-reliant and if it 
s lsas than unity one can interpret that to 
naan that the p e rfo r mance of the firm in 


X - (M.+ M k ) 

NFIR --J-! 

A 

where X is the value of exports; M ( is the 
value of imports of goods; and, M, is the 
value of imports of technology. 

The author predictably gets an OLS esti¬ 
mation o value greater then unity (» 1.65) 
in the log linear regression for all industries 
taken together'. He concludes that this 
indicates “a good management of imported 
technology...” (p 56). Presumably the 
management of technology is ‘lad’ for'the 
electronics sector and for the medium and 
light engineering sector where the OLS 
estimator 1> values are 0.42 and 0.76 
respectively. (Readers interested in the t- 
values. the confidence intervals, and the 
coefficients of determination (r 1 ) may refer 
to page 57 of the book.) 

The NFIR values for public enterprises 
between 1973-74 and 1984-85 are 
predictably highly fluctuating - <-)0.29 in 
1976-77 and (-)11.04 in 1981-82. Mani 
proceeds to calculate average NFIR values 
for the pre- and post- 1978-79 periods, 
"roughly corresponding to the pre- and post- 
liberalisation phase" (p 63). With the 
respective average NFIR values of (-)3.26 
(number of observations <= 5) and (-)5.46 
(number of observations *7), he concludes 
that import dependence of the public sector 
enterprises with foreign technology “is on 
the increase during the liberalisation phase” 
(P 63). 

The case studies prove more fruitful. In 
switching equipment, Mani traces the course 
of (Tl from Strowger to crossbar to electronic 
switching. Absorption of technology is found 
to be poor. Further, crossbar switching 
technology was inappropriate to the Indian 
usage pattern of telephones. The C-DOT 
case is outlined. Readen can now usefully 
read this account along wkhG B Meemamsi’s 
7V C-DOT Sion (Kedar Publications, New 
Delhi, 1984). Meemamsi is an e ng ineer who 
was s director of C-DOT and the key person 
behind the earlier indigenous d e velo p m en t 
of the stored p ro gr a mme concept bated 
analogue exchange m the mid-1970s. (He 
aUo fought apiasi da machinations of the 
majority in the Na m bia r Comadnee who 
wore bent on d mmytng what C-OOT had 
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created). Mam’s account too suggests that 
C-DOT sconstderaMeimfigenouscapability 
of a dedicated team of young engineers and 
scientists in digital electronic switches was 
an unprecedented mission-oriented enter¬ 
prise erf rare distinction in the Indian context. 

We think that Mini’s suggestion that by 
virtue of 171 befhg a monopoly it was 
technologically sluggish is unduly text- 
bookish. He could have examined such 
factors as the failure of leadership (top 
management), feudal-bureaucratic internal 
organisational culture and ideology, pottscal 
patronage, as well as poor management 
strategy. After examining ECIL and HMT 
with respect to technology imports, the 
process of assimilation of imported 
technology and "the extent of lechooiagical 
dependence”, Mani finds HMT technolo¬ 
gically dynamic while the former is found 
technologically sluggish. This coachman is 
not quite convincing. We hypothesise that 
the top management of ECIL failed to 
sufficiently appreciate that technological 
capabilities have developed in the computer 
industry in more recent times as a result of 
the dynamic interaction among firms, 
including rivals, and the internal capabilities 
within firms then selves. Design networks 
encouraged by modular designs, open 
systerns and sub-contracting have been 
quite pervasive in such fields. In CTVs, one 
might like to examine whether ECIL simply 
lost out relatively on the marketing and 
advertising fronts to rivals and not to much 
because of technological sluggishness, 
indeed, HMT too seems to be losing nwrirrt 
sham to Than (and Tunex) in quartz witches, 
prcsumaW v because of the latter’s relatively 
superior marketing and advertising st raa egies . 

The entry of the Japanese in the Indian 
auto industry in the 1980s and import 
liberalisation has hit HMT and indeed the 
entire Indian machine tool industry quite 
badly. The auto and auto-ancillary sector 
should have been a large market for tafias < 
manufactured machine toots. But, the 
automobile dominance of Maniti-SuzNki 
(the former an auspicious Hindu prefix to 
the latter, as one writer has pur it) end its 
network of rel a ted amoc o t n p a nc w t suppheo 
have forced Japanese ttandodt 4m the 
throat of the Hitherto largely European aetf 
US dominated st a n da rds C omtir moves try 
the latter in the auto mduory in India and 
HMTsownrentractisang breed on smeegle 
tlbancet with western TNCsvetamgdoeofy 
witched w tettaess cifctat* 

Wc have a few conce pt ual JHBcuWw 
with the book. Mani’sconoeptiouof lachnw 


For us, lechwolojjcsi dependence ■ a pro¬ 
cess characterised by a structural prqna^y ■ 
for a systematic reliance on hpmid 



organisational) on the part of the socio¬ 
economic system. Farther, in such • process, 
imported technologies are not significantly 
adapted, modified and integrated into a 
system of domestic technological activity. 
Imported technology thus latgdy substitutes 
for local technological development rather 
than latgdy supporting or complementing 
it The process is admittedly complex and, 
if mathematically modelled, one may have 
to use the techniques of system dynamics 
and control theory. 

Mani’seconometric analysis falls into the 
familiar dilemma of causality vscotncidence. 
Further, R and D activity should have been 
disaggregated to understand the structure 
and. extent of demand for it. In the past, 
foreign collaborations were approved by the 
concerned committce/ministry if, among 
other requirements, complementary invest- 
meats inRandDexisted and/or were planned. 
Indeed, this was an important criterion for 
approval. But what passed off as R and D 
activity was another matter; ingenious 
methods weredevised to pass off even quality 
control or process control activity as R aid 


D.beaides other ad min ist rati ve and marketing 
expenses. Of course, public enterprise have 
been less adept at such ‘innovations' in 
financial and cost accounting. 

The criticisms made here should not 
however detract from the merits of the book. 
The author, an economist, has done what 
few in his profession would have dared to 
do; besides economic analysis, he has delved 
a little into engineering aspects and into the 
history of technology in Indian public 
enterprises and thereby provided us with 
some useful insights. This reviewer is 
however reminded of Michal Kaleeki’s 


pungent aside on Dobb-Sen’s ‘dressings' in 
the choice of technique solutions; “Just as 
economists have a weakness for calculation, 
technicians want to have the latest technical 
toys, and we should not bold this against 
them, but we do not need to offer them these 
toys immediately’*. Parts of the book under 
review have been published in EPV/in earlier 
versions. The EPW is of course one journal 
where economists working in the tradition 


of Kalecki do find an abundance of practical 
analysis. * 


Importance of the Family 

Krishna Kumar 

The Iron School Master by David Drury; Hindustan Publishing Corporation, 
1993; pp 196. 


HAD David Drury's findings demonstrated 
what he had set out to demonstrate, 
functionalist sociology of education would 
have scored a point Drury warned to prove 
that the family is the locus of educational 
decisions, that the demand for education is 
mediatedbythefamily.HUown formulation 
ofthe question guiding his enquiry is: ‘Why 
is it that some parents are not making use 
of educational facilities even when they are 
free and neatby. while other families appear 
to insist on higher education regardless of 
the costs and risks involved?' Such a 
formulation dearly assumes that parents have 
a choice - about how much education their 
children should avail, and in what kind of 
school they should avail it. Perceptions, 
goalt, information, logic, resources and soci al 
relations - these are the ‘determinants of 
demand' as Drary calls the ingredients that 
might shape a family’s decisions regarding 
children's education. As we can see, the list 
juxtaposes behavioural attributes with 
material constraints. Including both 
categories offocten would pose no problem ; 
what the study does is to treat them as if 
no d istin ction needs to be made between 
them as it proceeds to present an ethnography 
of 123 families of Kanpur lathe earty 1980s. 
These families range from business and 
m khB eri aee occup a ti ons to die working and 
disadvantaged classes. 

Drary starts by making a theoretical 
di stin ctio n which strikes me as rather too 


limited. He recognises two sets of theories, 
one set anchored in the economic in vestment 
model, and the other rooted in the idea of 
social reproduction. This simple 
classification does not adequately cover the 
theoretical perspectives available for the 
analysis of education, especially in the 
context of institutions other than schools 
such as the family. For instance, the 
classification misses out the mainstream 
liberal theory of opportunity distribution in 
an inequal social order. Nor does it 
acknowledge the insights Parsons turned 
into a classical formulation of the socialising 
effects of schooling, which we might say act 
as an endemic residual force on the adult 
behaviour of every succeeding generation. 
By supposedly lumping all l i bera l theoret ic al 
perspectives into the economic investment 
model Drury throws away what tools 
educational theory could have provided him 
with for making seme of Kanpur. The 
situation be co m es somewhat tragic when we 
learn thatbe is highly suspicious of the other 
ca te gor y of models which be lumps under 
reproduction theory. • 

Apparently, there is a mindset which scop* 
the author from seeing what his data show 
quite clearly - that material and cultural ad¬ 
vantage dictate who would receive what 
edu ca ti on , that the family has littie freedom 
to decide children’s educational future. This 
conclusion stares at the reader out of Table 
w snowf now iBc amm or >oi o oi 


parallels e c o nomic b a ckgro und ofths hardly. 
Especially the data pertaining to wetting 
class parents validate this conclusion more 
dearly, but Drary insists on the possibility 
that many working dasi parents decide to 
withdraw their child from school on the 
basis of their short-term view and sometimes 
on the basis of their ‘jaded’ perception of 
selection processes. If Drury wanted to 
establish the validity of the working dais 
parents’ perception of selection processes, 
he should have studied selection proce ss e s 
in a few settings rather than assume that 
these processes are by and large Stir, and 
that only the poor have a jaded perception 
of these processes. 

As ethnographies go, this study too has 
far more writing than it can logically accom¬ 
modate. A lot of trivial details are reported 
with earnestness along with important and 
interesting information, usually without any 
warning. Chapter S, which describes the 
home environment of the middle class, is 
quite outstanding in this regard, offering at 
least to the Indian reader just about nothing 
that might be called even vaguely new or 
unfamiliar. Perhaps we must put this kind 
of thing under the heading foreigners writing 
about India, perhaps with a foreign audience 
in mind For the Indian reader. Drury’s book 
has rather few absorbing patches. One comes 
in Chapter 6 where he describes the tactics 
applied by middle class parents to get a seal 
for their children in convents and other pri¬ 
vate schools. In this brief section, the author 
lays bare the real world of private school 
management and the pathetic sociodrama it 
routinely stages as the players scurry around 
to meet their petty ends behind a thin veneer 
of procedures. It is some measure of the 
author’s judgment that after this brilliant 
though brief expose, he should start the 
following section with this motherhood 
statement: “India, like most countries, 
capitalist and socialist, has not su cc eeded in 
eliminating the competitive advantages and 
disadvantages in education associated with 
a student’s social class “ One expected that 
someone would have spotted a sentence like 
that one in a book belonging to a prestigious 
series edited by M N Srinivas. 

Drury’s advice is that the family be given 
greater attention in government policy. That 
can hardly be faulted, but the book offers 
a rather weak rationale for it. Family Is 
important inasmuch as it socialises the cttld 
into role percept i ons before the school starts 
to differentiate children in termtof the ides 
they might actually be atkmed to later Me. 
Fnniitos are important lad for studying the 
finer texture of socialisation which has a 
bearing oe children’s inanition to school and 

ib a courts extent their fm whfle ftqf m 
there* coping wHbiedtaMi^OnR^ibooii 
drawt at te ntion totoc family wd the practise 
inherent to studying it One curioaky It dote 
not satisfy at aB to why ha tide fmam on - 
toe headmaster rather tons on toe fiatity. 





Decentralisation in Bangbdegh 

Mohamad Mo ha h fc at Kfcaa 

PwWhalto —d ** * ^ 6 > *f» —tfrr Tt ilnhi i al reidf eBat A S)liy 
lathe Political Economy of Local Govcnuaeot la BaagladahbyTofiul Ahmed; 
Academic PubJi*her», Dhaka, 1993; pp XIU4400, TK 33ft. 


SCHOLARS and practiiionen alike have 
shown continuing interest in the area of 
deceattMisatkmforanimiberofyeafs. People 
with divergent views and perspectives have 
been attracted to the idea of decentralisation 
as a political-administrative phenomenon, 
and this abiding interest bears testimony to 
the utility of the concept and its adaptability 
to contrasting and widely divergent 
situations. 

This book is an attempt to study and 
explain developments in Bangladesh by 
utilising the broader framework of political 
economy. This induces the author to 
emphasise the contradictions bet ween theory 
and practice in decentralisation under 
Kripheral capitalism. The author intends to 
analyse the "nature of life contemporary 
state and its class character and the populist 
xognmmes of ostensible decentralisation, 
wopfe's participation anc( development of 
institutions of local government”. His main 
interest lies in (a) understanding the causes 
of the weakness and underdevelopment of 
local government and its corresponding 
incapacity to become an effective 
decentralised institution; (b) analysing the 
nexus between the siateanddominantdasses 
in contributing and sustaining the weakness; 
and (c) exploring ways lo transform local 
overnmentas an appropriate institution for 
bringing about desirable social change 
through people's participation. 

The author mentions the inadequacies of 
the local government system in Bangladesh 
but does not elaborate. He writes about 
‘structural vulnerability’ without clarifying 
the term. He criticises scholars who have 
studied the local government system in 
Bangladesh because of their adoption of a 
particular ideological stand and their 
consequent failure to undrstand and explain 
the realities. But the same may be true for 
the author himself as he has analysed 
develo pm ents from a particular ideological 
otat of view - a view approximating the 
Marxist. 

His ideological beat becomes clearer as 
tlic reader proceeds through the text Looking 
for appropriate conceptual dimensions to 
study deooimlisailonJwRyecu the concepts 
both of d emo cr acy arid development as 
inappropriate. The reason given is that both 
stmeepta provide a theoretical and 
ihileeaphlcnl basis to strengthen the rich 
and pow erful section of society and to 
wosno te their Interests. He opts for a 
'pettfcal’ approach. Policies, for Mm, is to 
*~t ardsranrrl hi relation to the totality of 
social interaction generated from the 
apdMthmainKiinaad Meat reUthmt. One 


is boundto get the impression here that both 
democracy and de vel opment are outside the 
domain of politics. 

The relevant literature relating to the 
stmeture of p eripheral capitalism is tB s cu ssed 
by the author. He considers the relationship 
between class and state, capital and state, the 
theory of crisis and the state under peri pheral 
capitalism, as well as the specificity of the 
local state in its nexus with class, capital and 
crisis. He also presents a matrix for studying 
Bangladesh’s decentralisation efforts. The 
matrix is composed of two levels • macro 
and micro. At the macro level, there is a 
contradiction between the conceptual and 
the policy input, as the former includes the 
rhetoric of decentralisation and the latter 
encompasses the hidden class agenda of the. 
state behind the policy. Local democracy, 
accountability, participation, more social 
services, debureaucratisation, deregulation, 
destatisatian, empowerment, conscientisalian, 
capacity-building from below, neutral state 
and class struggles, are characteristic fea¬ 
tures of the rhetoric of decentralisation. On 
the other hand, the hidden class agenda 
includes decentralisation as a project of the 
dominant clast; making easier the process 
of surplus extraction by using a state-sided 
reproduction system; and management of 
political crisis by consensus politics by the 
regime in power for its legitimisation. 
The impact of the contradictions at the 
macro level becomes apparent at the micro 
level. The impact results in recentral nation 
of authority, rebureaucratisation and 
reregulation, depolitkisation, disenfran¬ 
chisement and non-participation, loss of 
traditional accountability and democracy, 
monopolisation of services and benefits by 
a coterie of clients, and restructuring of 
class relations by the formation of vertical 
alliances. 

The discussion on the rote of local 
government in historical perspective 
analyses developments from a marxist 
perspective. At some points the discussion 
is sketchy and st others halting. Local 
government in the pro-British, British and 
Pakistan periods receives scanty attention 
while the discussion on d evel opme n ts durii^ 
the Mujtb and Zia regimes in Bangladesh 
adds little to our already existing knowledge. 
There is a good overview of the steps taken 
by Ershad to um decentralisation to 
dviUantse and legitimise his adfitary role. 
The author preatats a convincing case hero 
as lo how the chdl twice was mobMiaed 
for this purpose and the way poliricima 
deserted their camps to provide support to 
the regia*. 


The most interesting augments can be 
found in the second half of the book. These 
are based primarily on case starves and are 
buttressed by personal observations, 
ethnographic accounts and oral history. 
In presenting the dilemmas of deregulate on, 
destatitation and debureaucratisation. the 
author consider* the legal and planning 
framework of decentralisation and shows 
how administrative practices have ledia 
increasing recentraHsation and rebureau^ 
cratismion. These twin tendencies were 
observed in the construction of ‘upazila’ 
complexes, administration of law and order, 
withdrawal of powpr from upaziiaparishads, 
and restrictions on local financial 
administration. Surveys conducted in two 
upazila* in Comilla and Chittagong support 
the author’s dilemmas. 

The dilemmas in decentralisation and 
democracy are attested by a study of local 
elections in two upazilas. The partic ip w U 
observation method was utilised to 
understand the dynamics of the electoral 
process. The author systematically describe s 
various mai practices which afflict elections 
in the country. These include the rale of 
armed gangs, terrorisabon, proxy voting and 
poll manipulation by officials. 

The author concentrates on the key ques¬ 
tion of who benefits from the decentralisa¬ 
tion process in hisanaJysis. The data indicate, 
among other things, that in two union 
pari shads productive social and regulatory 
services had no significant impact on intended 
beneficiaries for five yean between 1985 
and 1990. The ratio of administrative 
expenditures to the total budget kept on 
increasing consistently and rapidly. A 
marked eight-fold decline occurred is the 
volume of expenditure on services, die 
contribution of locsl resources to the 
revenue and development budget was negli¬ 
gible, and nisappropriation of resources at 
both union and upazila levels by poHtfcians 
was endemic. 

In examining class relations in the national 
and local state, the wthor addresses the 
problems from the perspective of mode of 
production, social formation andcxwyecsunl 
analysis. The discussion is based on Art 
works of social anthropologists nag 
economists. A gloomy pktureemesget from 
the author's analysis. Foreign aid is 
monopolised hy mdenton and berancras. 
Rural politics is dominated by s new daas 
of political c nt r cpr cacnrs who are 
considerably younger la age. adeemed mi 
from lural fa re il i ra havi n g oo an ecdo a s w rth 
the urban fillet. 

Ahmed should be rnagrmalwud for a 

th e o re tic * t red e^^riS^iiHieBwdB , Raa>!i 
on hard Arts he has shown that decartre 
IlsaUon hit not mashed in dcbMaamRe- 

die contrary, mbsneaaamisMdon, refngnte- 

dobffiuboa «f dm mares tore nhaa pleat 

M s a riw i Imt acak 
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Self-Reliance versus Marginalisation 

Case of India’s Overseas Shipping 

Balder Rgf Nnynr 

Dependency theory as a universal theory afunderdevelopment may have been problematic but dependence as adescription 
of the hierarchical relations among states is a fact <4 life in economics and politics in the world. In those hierarchical 
relations, the verities af power and domination, and the leverage they provide in bargaining between nations, continue 
to apply. Nowhere is this impact more evident than in overseas shipping. This article addresses India's performance in 
countering and managing dependence in shipping. 


FOR aome two decades from the mid-1960s 
to the mid-l980f, dependency theory 
provided a powerful paradigm forthe study 
of underdevelopment in the third world. 
This theory saw the chief culprit in 
underdevelopment to be the integration of 
the third world into the world capitalist 
system, since it resulted in the outflow of 
the economic surplus. However, the rise of 
the newly industrialised countries in East 
Asia during the 1970s. with their aggressive 
integration into the world capitalist system, 
administered a severe blow to dependency 
theory. Subsequently, China's rejection of 
autarky, its lurch to an “open door” policy, 
and its adoption of an export-propelled 
growth strategy in the lace 1970s rendered 
the theory untenable. The collapse of the 
command economies of the Soviet bloc in 
the late 1980s wrote the final epitaph to 
dependency theory, and made for the 
triumphant resurrection of modernisation 
theory with its new-found emphasis on the 
virtues of interdependence as a path to 
development. 

However, there is a strange myopia in the 
recent enthusiasm for interdependence, in 
contrast to the utter neglect earlier in 
modernisation theory of the impact of the 
international system on development. For. 
Interdependenccdoes not automatically make 
fordevefopment, any more than does autarky. 
Dependency theory as a universal theory of 
underdevelopment may have been problem¬ 
atic, but d ep e n de n ce as a description of the 
hierarchical relations among states is a fact 

of life in economics and politics in the world. 
Ia thoae hierarchical relations, the verities 
of power and domination, and the leverage 
they provide in bargaining between nations, 
continue to ipply, Such dependence has 
serious consequences for resource outflows 
and therefore for development. Nowhere is 
this impact more evi d ent then in overseas 

shipping, wttch is fundamental to the func- 

iMh of the tatemetional economy. Even 
a maritime country as vast as India in the 

third worid, ami an economy as large a* that 

of India, is not immune from those conse- 
qnacaa. It is 10 the question of India’s 
rufnrmanna in import of countering and 
managing dependence hi shipping that this 

anfete fe addressed. 


Past as Psologue 

Whatever remained of India’s traditional 
shipping industry after the British conquest 
had vanished by the third quarter of the 
nineteenth century. The causes of that de¬ 
mise lay not only in the competition result¬ 
ing from the technological revolution in 
shipping by way of the modem steamship, 
but also in the deliberate discriminatory 
policy of the British colonial state to favour 
the British shipping industry. The latter, as 
a consequence, acquired a monopoly over 
India's coastal and overseas trade. Several 
heroic attempts by Indian entrepreneurs to 
launch shipping services were ruthlessly 
crushed by British shipping with the implicit 
and explicit support of the colonial rulers. 
Gandhi averred: "Indian shipping has to 
perish so that British shipping might flour¬ 
ish" [Jog 1969:84], 

Immediately after the first world war. as 
a new Indian carrier, Scindia Steam Nav¬ 
igation Company, reared its head on the 
India-UK trade route it was again thwarted 
and then confined to coastal trade, and even 
there in an extremely subordinate position. 
The carrier was barred from overseas trade, 
and its tonnage was limited to 75 thousand 
gross registered tons (gri) [Jog 1969:34-43; 
Maru 1969:11]. Sdncha's complete demise 
was prevented only because in the meantime 
the cause of Indian shipping had been made 
its own by Indian nationalism (Rao 1965]. 
Political nationalism and shipping nation¬ 
alism became intertwined. Nationalist lead¬ 
ers condemned the predatory methods of 
British shipping to destroy Indian shipping 
and demanded protection for it, at lout in 
the coastal trade. Gandhi included reserva¬ 
tion of India's coastal trade for national 
shipping in his list of eleven points for 
negotiation with Lord Irwin, the Viceroy, 
during the civil disobedience movement in 
1930 [Rao 1965:118; fog 1969:82]. 

While nationalist pressure could prevent 
the extinction of Indian thinning, it coaid 


time is evident in the fact that total world 
tonnage £ the end of the war was 66J 
million gri [Commerce Depar tm ent 1947: 
t 65). Indian tonnage was entirely reatriclad 
‘to the coastal trade, where India's share of 
the trade was only 40 per cent while the 
overwhelmingly dominant operator was the 
British India Steam Navigation (B1SN). 
India’s external trades were a monopoly of 
BISN and its owner, the premier Britirii 
shipping line P and O (Peninsular and 
Oriental Steam and Navigation Company). 

Tow asm National S wrote Doctbmb 

It was only in me wake of the formation 
of the interim governme nt under J aw a ha ri a l 
Nehru in September 1946. as a prelude to 
eventual independence, that a more radical 
approach to the Indian shipping industry 
became possible. A sub-committee on ship¬ 
ping, esuddished earlier under the chairman¬ 
ship of Sir C P Ramaswami Aiyar by the 
Post-War Reconstruction Policy Cam red 
tee. brought forward a report in March 1947. 
Pan lament over the tale Indian shipping had 
met in the past, pan condcmnatioacif Bdtiah 
colonial policy for its role in that fate, pari 
formulation of a national shipping doctrine, 
and pan agenda-tetter for the fauna, tire 
report was a landmark analysis of the des¬ 
perate condition of India's shipping. *ml 
therefore merits a brief consideration. 

Pointing to the strategic location at tire . 
country in the Indian Ocean and its tape 
volume of trade, tire conretittec took tire 
position that India is a great maritime 
country", which deserved to Irene a Imp 
and powerful navy both of (apply and af 
defence". Sadly, for it, how e ver, laris had 
neither, retd it faemreriarety Haired tire* 
absence re rime policy: “Every nreritinre 
country has.Jts own aert— i I skipping 
pobey. India afoaa Is a firing aamptienre 

1947:1; all references hreririaifa retire re 
the tame document nahrti remrianaA. 


do tittle to foricr its growth. At the sort of 
secon d w orld war, tqtai ton nag e enderhatian 
cxmtroi wats oaert 126 thousand gn which, 
bec au s e of damage timing (ha war. stood 
reduced »98 thousand gn hi 1945 (Mm* 
1977; 706]. Iw&a's pitiable attrition K tire 


otherwise). 

plcpedhytt 
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Marine. It took no action. Indian (hipping 
did not grow-could not grow” (p 10). 
Frequently using the word “tragedy” to 
describe Indian shipping's parlous condition, 
the committee stated: “It is, however, a 
tragedy that what other maritime countries 
in the world did to build up their national 
shipping India did not do” (p 3). The 
consequence was that India has “practically 
no share of [its] very large overseas trade... 
Indian shipping has practically no footing 
in India's overseas trades... Indian shipping 
is conspicuous by its absence in the overseas 
trades of India” (pp 31 and 38). Instead, 
British shipping controlled “the entire 
carriage of the trade between India and the 
United Kingdom", hauling over 95 per cent 
of UK exports to India and over 99.5 per 
cent of Indian exports to the UK (p 31). Even 
in its coastal trade. Indian shipping had a 
share of only 25 per cent as late as the end 
of second world war (p 42). In sum. “only 
meagre and insignificant share of the trade 
is carried by national shipping” (p 42). 

No doubt, the committee was emboldened 
by the imminent end to colonial rale, but 
its report was nonetheless brutally frank in 
analysing the root cause of the condition of 
Indian shipping: “India had no national 
government. India had therefore no national 
shipping policy" (p 3). It charged that "the 
government of India have more or less been 
pursuing a policy of indifference during the 
last 25 years (p 21). Its indictment, however, 
went further than the simple avoidance of 
positive action by the colonial government 
lo assist Indian shipping. For. at bottom, 
there lay the government's complicity in the 
destruction of Indian shipping in favour of 
British shipping: “the government of India 
missed not a single opportunity to extend 
its patronage during this last century to this 
British [India Steam Navigation] Company 
and thus encouraged it in every way to act 
against the national economic interests of 
the country” (p II). 

In a devastating assessment of the British 
policy, the committee underlined that it was 
“a tragedy” that the government took no 
effective action when Indian shipping was 
wiped out by the “ruthless freight wars”, 
"ruthless rate-cutting”, and "ruinoua 
competition’’ (pp II, 12 and 14). In this 
tamer, "British shipping thus continued to 
raise its edifice on the ruins of Indian 
shipping" (p 12). The committee summed 
•ip the relationship of British domination 
and policy to the condition of national 
sMpping thus: "Its history has been, for the 
National Shipping Companies, a sad story 
of cea a cfcsa struggle nd sacrifice; for the 
people of the land it is a painful chapter of 
bitter tBsappoi ntm ent at the lack of response 
from dieg ov ernment of India to t h eir de ma nd 
for stability and expansion; and for the 
g over n ment of India it is a tragic ule of 
broken promises, un r e de em e d assurances 
a n d n eg l ec ted opport un ities"(p IQ). Further, 
“owing to thepowerfol position of the British 


Company and the utter indifference of the 
government of India to give Indian shipping 
the protection that it urgently needed, it was 
able to decide whether any Indian steamships 
shall ply for traffic at all on any route and 
that it was within the Bl’s power at any time 
to force them into liquidation and 
bankruptcy” (p 15). 

The committee's powerful recommenda¬ 
tions matched the desperate state of Indian 
shipping. It felt strongly that ‘India must 
build up her own national shipping to carry 
her own cargo in the overseas trades. All 
other considerations are subsidiary to this 
main objective which government should 
have to keep in view” (p32). It had no 
hesitation as to what was required: "Like 
other important maritime countries of the 
world, the government of India will have to 
take a militant view of their responsibilities 
and obligations towards National Shipping” 
(p 40). Its point of departure for national 
policy was exceedingly simple: “India should 
adopt ajiational shipping policy similar to 
the policies adopted by the important mar¬ 
itime countries of the world” (p 46). Con¬ 
sequently. consistent with accepted interna¬ 
tional norms, the entire coastal trade ought 
to be forthwith reserved for national ship¬ 
ping (p 29). In respect of overseas trades, 
it pointed out: ‘'The principle, which is 
strongly emphasised in the modern world of 
shipping, is that a country should carry in 
her own national bottoms at least SO percent 
of her maritime trades”(pp 29 and46). Since 
that recommendation, the achievement of a 
share of about SO per cent in its overseas 
trades has become the core of India's ship¬ 
ping doctrine. 

Following from that general principle, 
the committee was insistent that India 
should achieve its share of SO per cent in 
the overseas trades rapidly, within the 
relatively short time frame of five to seven 
years (p 39). In addition, it recommended 
a share of 75 per cent in the cargo of adjacent 
trades as an extension of the coastal trade, 
apparently keeping in view its neighbours' 
lack of shipping capacity. It applied the 
same criteria to the carriage of passengers. 
Converting these general aspirations on 
cargo and passenger shares into shipping 
capacity, the committee estimated that a 
tonnage of two million grt would be 
required, and it urged that "the government 
of India should do all that is possible to 
ensure that this two million tonrls acquired 
before the end of the seven-year period” 
(p 40). Even though the committee had 
been initially appointed by the colonial 
authorities, its report was remarkable for 
the thrust lt gave to national self-reliance 
in the shipping sector. It constituted a 
ringing animation of the nationalist 
position, articulated forcefully between the 
two world wars. For that reason, the 
committee has subsequently often been 
referred to as the National Shipping Policy 
Committee, nor withstanding its colonial 


origins, while its report has been describe 
as the magna carta of Indian sMppin 
(Jog 1969:135-41]. 

TTuee months after the submission of t 
committee's report, the government eodotas 
its recommenmiont in ahistoric resol utiot 
published on July 12,1947, about a moot 
before independence. The reiolutio 
promised “adynamic policy” comparable: 
that of other important maritime countria 
and assured assistance; to Indian shippin 
to achieve the targets set by the commute 
on tonnage and carriage of cargo an 
passengers within a period of five to sovl 
years. These high aspirations soon nx 
with disappointment as the govern met 
became preoccupied with the aftermath s 
partition, war and integration of prince 
states. However, belatedly, in 1950 ti 
government reserved coastal trade 6 
Indian shipping, and subsequent plannin 
documents reiterated the government' 
commitment to increase the share of India 
shipping in the country's overseas trad 

The aim of acquiring some share 
India's foreign trade and then enhancin 
it brought the government face to fac 
with the cartelistic arrangements that wet 
deeply entrenched in internationt 
shipping. Known as "conferences”, carte 
of carriers of the traditional maritime nation 
primarily British at the time, fixed freig 
rates and other conditions of carriage in ti 
various trades of a country or regioi 
Strongly resistant to newly-independer 
stales entering into their former preserve 
they were quick to charge “flag discrim 
nation" and quash, with the backing of the 
governments, such efforts on their part. 

In response, the Indian governmer 
evolved quite early in its post-independenc 
history a policy on cargo sharing that teen 
both sound in principle and law as well 
fair and reasonable. It took the position tlv 
the so-called concept of freedom of the sei 
applied to technical issues such as navlgi 
tion of the high seas and to pccess of slu 
to ports, but not to economic issues such r 
cargo-sharing. In relation to the latter, 
distinguished between two situations ' 
foreign trade. In the case of bilateral India 
arrangements as wirh the USSR and Folan 
cargo was to be shared on a 50:50 bail 
both because International law demands 
equality between states and also - since t! 
cargo was owned or controlled by th 
government - “shipper's choice” w. 
available to the respective authorities.. 
the case of multilateral trade, where stale 
other than the importing and exportin 
countries were also involved, India too 
a lea restrictive view ofitt right than equt 
sharing of cargo between trading partner) 
India's Minister of Shipping Jty ftahadp 
told the Lok Sabha as early as 1961. : 
response to a par liamen tary question; "... 
is never our intention to motiopotiMM 
entire trade to Indian shipping... These 
no reservation as such of cargo to becarrie 



y Jodtifl ships but we aim to carrying 40 
m oil, which k 1 cm than what several 
maritime rations aspire lo carry" [Debates, 
'ol U; Singh 1977:62, 73-74, 95-97 and 
111-15], 

Tricing • larger perspective, India taw iu 
problems with the international shipping 
system as broadly reflective of those of the 
third world, and it pioneered the demand on 
the world stage for iu reform, it took a 
leadership role at UNCTAD in the move¬ 
ment for the adoption of the what came to 
be called the UN Convention on a Code of 
Conduct for Liner Conferences. Adopted in 
974, that code accepted the formula of 
40:40:20 on the distribution of conference 
liter cargo. Two trading states could now 
share equally in their trades, while a sub¬ 
stantial share of 20 per cent would be left 
to third states. In this manner, the UN Liner 
Code, which became effective in 1983 after 
the requisite number of stales had ratified 
it, essentially incorporated what had largely 
become Indian practice. 

It ii noteworthy that India declared at the 
time of the code's adoption, as it did sub¬ 
sequently when ratifying it, that the formula 
would be taken to apply to all liner cargo, 
not just the port handled by conference 
tarrien: 

While we have agreed that Non-Conference 
Shipping Lilies have a place in liner shipping, 
under no circumstances can we accept a 
situation where through their operation the 
national shipping lines of developing 
countries are made to lose what, after great 
difficulty, they are entitled to get under the 
Code of Conduct in respect of participation 
in trade. Should a situation arise in any trade 
where our governments feel that the activities 
of non-conference lines should be curbed 
or regulated in any manner, our governments 
will have full freedom of action to act suitably 
in the national interest [Shukla 1984:219], 

Thus, for India, its shipping industry had a 
rightful share to a minimum of 40 per cent 
of la liner cargo, regardless of whether it 
was covered by conferences or not. 

The more important question, however, 
is as to how India has actually performed 
in developing iu national merchant fleet 
in order to secure the share that it has 
aspired to. This paper analyses the matter 
of India's performance in this respect from 
four different perspectives: historical, 
comparative, dtsaggregative. and distri¬ 
butive. First, the historical analysis looks 
at changes in tonnage capacity over the 
mat-independence-period. Second, the 
maparative analysis discusses Indian 
lerformanceta relation to that of the world 
as a whole and other major maritime 
towers. Third, the disaggregati ve analysis 
oea beyond examining overall tonnage 
aid iu vinous constituent 

St Fourth, the distributive analysis 
focuseaoitlM actual raaifcct shares secured 
>y its stripping industry in the country's 
uvgo trades. 


Mctmul Ahulw* Ototrm aw Stagnation 
m Swim Capacity 

Table I sets out India's shipping tonnage 
capacity for each year over the post¬ 
independence period. Overall, it suggests 
an impressive record of growth from a 
nominal tonnage at I n d epen de n ce to a 
capacity of 6.55 million grt (or 6.55M grt) 
in 1992, which places India among the top 
IS maritime powers of the world. Over the 
four decades from 1950 to 1989 India’s 
tonnage grew 15-fold from 042M grt to 
6.32M git, at an average annual growth rate 
of 7.6 per cent 

Of course, the rate of growth has not been 
evenly spread over this entire period. Graph 
I, which displays the data on tonnage, shows 


curve; Three distinct periods are evident. 
That is, first of all. the period from 1948 
to around I960, which is characterised by 
a very slow but steady growth. The decade 
of tiie 1950s, which can be taken to be 
generally equivalent with the period as a 
whole, saw* substantial augmentation in 
capacity with a respectable average growth 
rate of 6.8 per cent; the tonnage almost 
doubled over the 'decade. However, this 
growth took'jtace from an extremely smell 
base with the consequence that even after 
a decade of growth the total tonnage was 
far from reaching a million grt capacity. The 
goal of the Ramaswami Aiyar Committee 
in 1947 to acquire 2M grt capacity within 
seven or.eight yean from independence 
was thus nowhere near achievement even 
five years alter the target date. On the other 
hand, the objectives of the Fhst Hve-Year 


the performance in respect of acquisition of 
shipping capacity to take the form of an “S" 


Tails I : Shipping Capacity: Nummk os Stars (100 CRT and Ovm), Tonnagb (Million GUT). 
and Annual Tonnaos Growth 
(wot July I) 
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Year 

India Tonaaae 

Yew 

India Tonaaae 


No 

GRT 

IncieHe 

(Percent) 

No 

GRT 

lacidhe 
(to Cnt) 

1948 

151 

0.32 

‘ _ 

1970 

399 

2.40 

7.14 

1949 

165 

0.39 

21 88 

1971 

397 

2.48 

3 33 





1972 

412 

Z65 

6.86 

1950 

177 

0.42 

7.69 

1973 

430 

289 

90* 

1951 

175 

0.45 

7.14 

1974 

451 

3 49 

2076 

1952 

192 

0.48 

667 

1975 

471 

3J7 

1089 

1953 

195 

0.49 

2.08 

1976 

526 

5.09 

3153 

1954 

204 

0.51 

4.08 

1977 

566 

5.4* 

7.66 

1955 

221 

0216 

9.80 

1978 

5V1 

5.76 

S.II 

1956 

215 

0.58 

358 

1979 

601 

5.85 

156' 

1957 

222 

0.63 

8.62 





1958 

230 

0.67 

6.35 

1980 

616 

5.91 

1.03 

1959 

238 

0.75 

11.94 

1981 

620 

6.02 

1*6 





1982 

644 

6.2! 

3.16 

I960 

257 

0.86 

14.67 

1983 

677 

6.23 

032 

1961 

273 

0.96 

11.63 

1984 

710 

6.42 

3.05 

1962 

278 

1.01 

5.21 

1985 

741 

6.61 

2-96 

1963 

309 

1.21 

26.04 

1986 

736 

6.54 

-1.06 

1964 

347 

1.45 

19.84 

1987 

803 

6.73 

2.91 

1965 

354 

1.52 

4.83 

1988 

797 

6.16 

-047 

1966 

360 

1.79 

17.76 

1989 

834 

6.32 

259 

1967 

369 

1.89 

5.59 





1968 

383 

1.95 

3.18 

1990 

855 

6.48 

253 

1969 

397 

2.24 

1487 

1991 

890 

6.52 

0.62 





1992* 

871 

655 

0.4* 





1993* 

886 

6.58 

046 


Noit * At it December 31. 

Source Lloyd's Register. Shipping Tables 1991. p 31. and WerU Pita Statatra: D ecem b e r T99S. 
p43. 


Tasue 2 : StvmNO Tcpwiacx •< tab Five-Ycas Nans 

(GVTsrital 



Planned 

Achieved 

nmM 

1 Aahtevad 

Pint <1951-1956) 

060 

0.48 

038 

OM 

Second (1956-1961) 

090 

086 

049 

OJB 

Third (1961-1966) 

1.10 

154 

076 

132 

Fourth < 1969-1974) 

350 

3.09 

3.16 

2-83 

Fifth (1974-1979) 

650 

554 

5.90 

521 

Sisth (I960-1985) 

750 

656 

1X0 

OM 

SeveHh (1985-1990) 

750 

5.96 

NA 

3.44 

Eighth (1992-1997) 

700 

— 

NA 



Semrve'. Mb. fWqOgaiMteflwfmfhsr(fintii 




Plan (1951-56) and Second Five-Year Plan 
(1936-61) were more or leu achieved, es¬ 
pecially in overseas shipping (Table 2). This 
achievement was, however, largely a func¬ 
tion of the modest nature of plan targets. 
Notwithstanding Indian shipping industry’s 
nominally breaking into new areas, such as 
tankers and bulk ore carriers, most of it 
remained in general or liner cargo and 
passenger service. As a result, much of the 
Opportunity provided in the 1930s by large 
imports of PL-480 foodgrains and crude oil 
went unutilised by Indian shipping. 

The succeeding two decades of the 1960s 
and 1970s were a different story, however, 
marking a long second period, characterised 
by accelerated growth. This period was the 
golden era of expansion of India’s tonnage; 
capacity expanded almost eight-fold over 
the two decades with an average annual 
growth rate of 11.4 per cent. The 1960s 
featured a somewhat better record than the 
1970s; indeed, they showed the highest 
growth rate of any decade in the post-inde¬ 
pendence period. Shipping capacity tripled 
over the period, growing at an annual growth 
rate of 12.4 per cent. The tonnage crossed 
the one million grt mark in 1962 and the 
ijMMjiltian mark in 1969. 

their growth rate of 10.4 per 
‘Othan that of the preceding 
dyiailt^ M tfm"l970s saw the largest addition 
dfamife for any decade, with the capacity 
increasing over two and a half times from 
-224Mgrtin 1969 to 5.85M grt in 1979. The 
difference of3.6IM grt represents the single 
largest absolute increase ever for any de¬ 
cade. Particularly noteworthy are the three 
years from 1974 to 1976, which saw a burst 
of expansion in tonnage, with capacity 
increasing by 2.20M grt; 1976saw the largest 
increase for any single year, amounting to 
1.22M grt. The subsequent three years saw 
continued growth but at a lower and declin¬ 
ing rate. The growth in tonnage during the 
period as a whole largely paralleled the 
targets set in the five-year pians. Indeed, the 
achievement in the Third Plan (1961-66) 
exceeded targets: this was especially so in 
the case of overseas shipping, where it was 
over 60 per cent in excess of target The 
planning process in the second half of the 
1960s was disrupted because of a severe 
eco n omic crisis in the wake of two unprec¬ 
edented droughts. However, the disruption 
apparently did not harm tonnage expansion, 
for in dm three years of the annual plans 
(1966-69) total toonage increased by some 
23 pa cent. The piamnng process resumed 
in 1969, but the a chievement in the Fourth 
Plan (1969-74) sod Fifth Plan (1974-79) fell 
short of die overall tonnage targets by 10 
to 13 per cent even as oversew tonnage 
ex p ande d substan tia lly. 

After more then three decades of a coo- 
sistent and literally unbroken record of 
growth, India entered its third period, 
stretching from 19801O 1993, which was 
matted by stagnation and decline. There 


was hardly any growth in capacity over the 
period, with die growth rate befog a mere 
0.84 per cent. For the first time in the post¬ 
independence period, two yean saw the 
tonnage decline in absolute terms. There 
was a small decline in 1986 and a sharper 
one in 1988. Despite small increases in 
subsequent yean, capacity in 1993 was 
below the level reacted in 1983 and cer¬ 
tainly that of the peak year in 1987. The 
high point in India's tonnage, which was 
reacted in 1987, had not been eclipsed 
even by 1994. Consistent with this picture, 
the Sixth Plan (1980-85) failed to achieve 
its target of 7.5M grt by 1983. In the face 
of this failure and diffidence about the 
future, the Seventh Plan (1985-90) repeat¬ 
ed the same target; however, instead of the 
tonnage expanding, it saw a decline. 
Apparently persuaded by the repeated fail¬ 
ure to achieve targets in the preceding two 
plans, the Eighth Plan (1992-97) - even 
though delayed by two years after the end 
of the Seventh Plan - lowered its sights 
and adopted a lesser figure of 7.0M grt. 
The early 1990s barely saw any expansion, 
the growth rate being only 1.02 per cent. 

The salient finding that emerges from 
this analysis is the bifurcation in the 
growth trend around 1980, with the earlier 
period marked by impressive expansion 
and the subsequent period by stagnation. 
More elaborately, three periods can be de¬ 


marcated: (I) 1948-60; slow but it 
growth; (2) 1960-80: expaa*k>n«iyp» 
and (3) 1980-93; stagnation and dec 
This preliminary finding, based sold 
India'i record, needs to be examined 
tter In the light of comparative dati 

Comparative Analysis: Advance 
and Regression 

How does India’s perfor man ce in ti 
of tonnage acquisition compare with 
.performance of the world shipping in 
try? Here. India’s performance is exam 
comparatively, relative to that of the w 
shipping industry as a whole and alio to 
of other major maritime powers. The 
aspect is analysed by looking at changi 
India’s share of world tonnage. 

India’s changing share in world tom 
largely follows the pattern of the ea 
three-period demarcation in respect 
absolute tonnage (Table 3 and Crap 
There is not a complete correspond) 
between the two curves, however, bee 
world tonnage has its own dynamii 
expansion and contraction. Since inde 
dence, India’s share has increased by t 
and a half times. Within this long strew 
time, three periods can be distinguished, 
first period from 1948 to around I 
corresponds closely to that for India’ 
solute tonnage. It saw a slow but stead. 


Tails 3: India’s Shahs in Would Tonnage ( 100 GRT ano Over) 
(mat July I) 


Year 

_WoridTomage 

Indian 
Share in 
Tonnage 
(Percent) 

Year 

_World Tonnage 

lndi 

Shan 

Toon 

(PerC 

Number 

Ships 

(000s) 

GRT 

(mill) 

Number 

Ships 

(000s) 

ORT 

(mill) 

1948 

29.34 

80.29 

059 

1970 

5244 

227.49 

1.1 

1949 

30.28 

82.57 

0.47 

1971 

55.04 

24720 

1.1 





1972 

5759 

268.34 

0.' 

1950 

30.85 

84.58 

0.49 

1973 

59.61 

289.93 

o.< 

1951 

31.23 

87.25 

0.52 

1974 

61.19 

31152 


1952 

31.46 

90.18 

0.53 

1975 

63.72 

34216 


1953 

31.79 

93.35 

0.53 

1976 

65.89 

371.99 

i.: 

1954 

32.36 

97.42 

0.52 

1977 

67.95 

393.68 

i- 

1955 

32.49 

100.57 

0.56 

1978 

69.02 

406.00 

l.< 

1956 

33.05 

105.20 

0.55 

1979 

71.13 

413.02 

l. 1 

1957 

33.80 

110.25 

0.57 





1958 

35.20 

118.03 

057 

1980 

73.83 

419.91 

I. 4 

1959 

36.22 

124.94 

0.60 

1981 

73.86 

420.83 

I. 4 





1982 

75.15 

424.74 

1.' 

I960 

3651 

129.77 

0.66 

1983 

76.11 

42259 

I. 4 

1961 

37.79 

135.92 

0.71 

1984 

76.07 

418.68 

i.: 

1962 

38.66 

159.98* 

0.72 

1985 

7659 

416.27 

i.: 

1963 

3957 

145.86 

0.83 

1986 

75.27 

404.91 

1/ 

1964 

40.16 

15299 

0.95 

1987 

7524 

403.49 


1965 

41.87 

16059 

0.95 

1968 

75.68 

403.41 

1*7 

1966 

43.01 

171.13 

1.05 

1989 

76.10 

410.48 

U 

1967 

44.38 

18209 

1.04 





1968 

47.44 

194.15 

1.00 

1990 

7854 

423.63 


1969 

5058 

211.66 

14)6 

1991 

10.03 

436.03 

c 





1992* 

79.73 

445.17 






19*3* 

•0.66 

457.92 


No*. * 

As to Deo— 

ber3l. 







S imnxr . Lloyd’s tagjnrr, Stmixtkml Tobtu 1991, p 33. 
WarUflmtSmiMa: Dtnmktrim, p43. 
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in India's share, which increased from 0.39 
per cent in 1948 to 0.60 per cent in 1959. 
The second period of accelerated growth in 
share extends from around I960to 1987. by 
which time the share had increased to 1.67 
per cent, the high point in the curve. Over 
this period. India's tonnage was expanding 
at a rate faster than that of world tonnage. 
Within this long period there is a trough' 
from 1967 to 1973 but, as if in compensa¬ 
tion, also a big jump in the share over the 
years from 1974 to 1978. These years are 
followed by almost a decade of gradual 
growth. The final period sums with a steep 
decline in 1988. with the years up to 1993 
marked by a slow drift down wards. Over the 
years of this final period. India's capacity 
was largely static while the rest of the world 
advanced in its capacity. 

Although India's share of world tonnage 
increased rather substantially in the post¬ 
independence era, interestingly its tonnage 
expansion flowed rhythmically with the 
fortunes of world shipping. The entire post¬ 
war period right down to 1982 was one of 
tremendous expansion for the latter. The 
three decades of the 1930s, 1960s and 1970s 
saw world tonnage expand five-fold from 
82.57M grt (1949) to 413.32M grt (1979). 
In a way, this expansionary stage allowed 
the world shipping industry to accommo¬ 
date an expanding Indian tonnage. On the 
other hand, the 1980s experienced stagna¬ 
tion and decline in the world industry, which 
had its repercussions for Indian shipping. 
Only in 1991 was world tonnage able to 
advance over its earlier high point in 1982. 
It is obvious that the fortunes of Indian 
shipping have been tied up with the fortunes 
of the world industry, for shipping is an 
international industry, integrally linked in 
turn with the fate of international trade. 
However. India did not benefit from the 
recovery in the world shipping industry in 
the early 1990a, for its share continued to 
decline. 

At fir* bhtsh, notwithstanding the decline 
titer 1980, baba's overall performance teem* 
quite Impressive, whether seen absolutely in 
ill own term* or relative to work! tonnage. 


However, world averages can hide impor¬ 
tant aspects of the situation, and it is there¬ 
fore necessary to examine Indian perfor¬ 
mance in comparison with that of other 
maritime powers of the world. Of course, 
a genuine comparison of this nature runs 
into a serious problem in that many coun¬ 
tries. especially the developed market econ¬ 
omies. resort to registering their ships under 
flags of convenience (FOCs) rather than 
their own national flags. Comparisons based 
on tonnage figures under national flags can 
therefore be misleading inasmuch as they 
are not based on tonnage under a country's 
genuine ownership or control. Fbrcxampie, 
in 1992 nearly 70 per cent of the fleet 
owned by the US and over 75 per cent of 
that owned by the UK and Sweden were 
registered under POCs (Table 4). The cor¬ 
responding figure for Germany was over 60 
per cent and that for Greece and France was 
over SO per cent. Consequently, repealed 
laments about the decline in shipping capac¬ 
ity of one or another western power have 
to he treated with some scepticism. For, the 
essential reality is that effective ownership 
and control remain with the traditional 
maritime powers even though their vessels 
fly the flag of some minor power in the 
periphery. The FOC phenomenon nonethe¬ 
less underlines the tenacity of the powerful 
economic centres to hold on to their dom¬ 
inant position in the hierarchy of maritime 
power and to their capacity to change the 
operational norms of the international re¬ 
gime toward that end. 

The problem of comparison has been more 
recently alleviated by the publication by 
UNCTAD of data for the top 33 maritime 
powers based on their total tonnage, 
incorporating figures for vessels registered 
under both their national flag and wider 
FOCs. Table 4 provides data for 1992 on 
tout tonnage in DWT (deadweight tonnes) 
for 23 of the top 35 maritime powers as wed'' 
as for a few other countries in India's 
neighbourhood. The percentage of the total 
tonnage (hat is registered under FOCs is 
indicated within p a rent h eses . For p ur po se s 
of com pari so n, din table provides data for 


1990 The table also incudes information on 
tonnage by five-year intervals from 1970 to 
1985 for the same set of countries, but this 
information is not comparable with that for 
1992 or 1990, since it is based only on 
tonnage under national flag and does not 
cover FOC tonnage. 

Impressive as India's p erformance may 
have seemed when considered by itself, k 
emerges as weak when seen in comparative 
perspective. Perhaps it would be ritiprlo 
compare India with developed abstet 
economies with (heir advantages of 
intensive industrialisation, high levels of 
trade, long maritime tradition, sod 
established position in world shipping. 
However, it is noteworthy that quire a lew 
smalt countries from among them rank 
high in the world’s list of top 35 maritime 
powers in 1992: Greece (1). Norway (4), 
Denamrk (8) and Sweden (13). Simiiaity. 
several medium and small but ecoooaairefty 
dynamic countries outside Europe am riband 
oflndiain total tonnagc-HongKang,Sootk 
Korea, and Taiwan. Their superior; 
performance demonstrates the oanmaity of; 
overall economic strength and dynamism of 
a country, especially in mtenutianal trade, - 
to maritime power. Interestingly, these throe 
countries were nowhere near India'stoaaagt 
in 1970 and 1975, or even in 1980. but by 
1985 Hong Kong and South Keren had* 
pulled ahead of India and certainly by 1990' 
they had left it far behind. Taiwan in 1990 
had come almost abreast of India and by 
1992 ft had gone beyond India’s po si tion. 
The advance of these three co u ntries 
underlines the serious setback to India's 
maritime position after 1910. A 
finding emerges from a eompariu 
China, which in 1970 had only on* tribal 
of India's tonnage, even in l9?SChmalmd 
only (wu-thmh the tonnage of India. Bw 
by 1 900. China was shghliy ahead of ladri. 
and by 1985 its manage waa half at much 
larger than India's while by 1990 It mm 
almost two tad a half that. 

The compa^i ve data yields a 
propor tio n: the condition ot tire 
industry of any particular miamrj or set of 
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countries does not necessarily follow the 
business cycles of world shipping, For, it 
is aperent that Hong Kong, South Korea, 
Taiwan and China advanced rapidly in their 
absolute tonnage and their shire of world 
tonnage during the 1980s, precisely the 
decade of stagnation in world tonnage. The 
same can he said largely of Singapore, though 
the picture here is somewhat clouded be¬ 
cause of the apparent decline in tonnage 
after 1985, which is perhaps a function of 
the country's decision to move away from 
its role as an FOC state. A country’s tonnage 
thus need not be simply a reflection of trends 
in world shipping; it can be equally pow¬ 
erfully influenced by factors internal to the 
country. 

From the perspective of comparison with 
other maritime powers. India's performance, 
especially in the 1980s, emerge? in a far 
poorer light than is first apparent when 
observing it simply in its own terms. The 
comparative analysis reinforces the earlier 
proposition about India's poor performance 
after 1980. derived from the country’s 
evolving position on tonnage acquisition. 
That proposition also corresponds with the 
decline in India’s ranking among the chief 
maritime powers, evident in the years for 
which data is available on total fleets of the 
35. top maritime powers: its ranking slipped 
from 13th in 1990 to 14th in 1991 and to 
15th in 1992. 

DtSAOGKEGATlVE ANALYSIS: 

Sbmous Stuuttural Imbalances 

An analysis based only on aggregate 
tonnage does not reveal the relative perfor¬ 
mance in respect of different types of ships. 
It is necessary therefore to disaggregate the 
data and examine tonnage acquisition in 
respect of the major types of ships, chief 
among which are tankers, bulk carriers, and 
general or liner cargo vessels. Containerxhips 
are primarily used for liner cargo, but be¬ 
cause of their central importance in modem 
shipping they are treated here as a separate 
category. 

Table 5 and Graph 3 provide data from 
1970 onwards for India’s tonnage by major 
categories of ships. It is dear that up to 
around 1980, tonnage in respect of oil tankers, 
bulk carriers and liner cargo ships was 
increasing absolutely. At the same time, the 
relative proportion* among these categories 
changed over the years so as to provide India 
with a fairly diversified fleet. After 1980, 
however, the pattern of absolute increases 
in all three caregories of vessels began to 
change significantly. The tonnage for oil 
ankers and bulk carriers contin u ed to display 
at overall rising tread even after 1980, 
although the trend did not remain unaffected 
by the recession in world shipping in the 
second half of the 1980s. Bulk carrier tonnage 
reached an aU-time high in 1990, while 
tanker tannage was at its peak to 1991 In 
strong contrast, the tonnage for liner cargo 
vessels began a consistent consecutive and 


(DWT million) 


Year 

1970 

1975 

1980 

1983 

1990 

1992 

Devtnped Market Economies 
Greece 16.99 

37.54 

67.05 

55.36 

81.98 (57) 

97.49(54) 

Japan 

40.28 

64.48 . 

67.32 

63.45 

80.31 (56) 

84.29 (62) 

USA 

16.11 

15.61 

22.19 

23.04 

55.11 (66) 

57.65 (69) 

Norway 

31.39 

45.59 

38.89 

15.72 

35.08 (33) 

33.71 (36) 

UK 

38.69 

33.42 

43.81 

21.79 

15.65 (69) 

23.64(77) 

USSR/Russ 

' 15.26 

20.11 

25.89 

28.15 

2917 (3) 

21.44 (25) 

Germany 

12.28 

13.61 

13.33 

9.24 

1173 (63) 

16.11 (63) 

Denmark 

5.07 

7.15 

8.70 

7.42 

11.53 (40) 

12.69 (45) 

Italy 

10.33 

15.60 

17.95 

14.37 

11.69 (7) 

12.29(18) 

Sweden 

7.25 

12.24 

6.63 

4.13 

5.53(51) 

1125(76) 

France 

9.45 

18.14 

20.86 

13.71 

6.13 (50) 

6.96 (54) 

Newly Industrialised Countries 
Hong Kong 0.99 

059 

2.65 

11.33 

29.79 (89) 

.31.08 (86) 

Korea (S) 

1.29 

2.39 

6.84 

11.77 

15.72 (27) 

17.69 (41) 

Taiwan 

1.69 

na 

na 

na 

10.54 (36) 

11.67 (34) 

Singapore 

0.55 

6.22 

12.55 

11.19 

7.52 (38) 

7.84 (31) 

Oil Exporting Countries . 

Iran 0.17 

074 

1.93 

3.86 

8.62 (0) 

8.28 (0) 

Kuwait 

0.99 

1.67 

4.22 

3.51 

4.65 (39) 

4.49 (22) 

S Arabia 

0.05 

018 

2.65 

5.25 

2.72 

3.4.3 (75) 

Less Develoiied Countries 

China 1.19 

4.25 

10.22 

15.92 

25.09 (20) 

27.39 (27) 

India 

3.78 

6.28 

9.45 

10.76 

10.78 (4) 

■0.97 (6) 

Brazil 

2.42 

4.29 

7.55 

10.04 

9.87 (4) 

9.75 (II) 

Philippines 

1 29 

1.21 

2.91 

7.57 

.3.47 (5) 

3.82 (4) 

Indonesia 

0.75 

1.06 

1.86 

2.67 

2.39 (35) 

3.71 (32) 

Malaysia 

0.04 

0.49 

1.01 

2.58 

146 

2.96 

Pakistan 

0.76 

0.65 

0.63 

0.65 

2.52 (80) 

0.55 

Sri Lanka 

0.004 

0.11 

0.13 

0.97 

0.53 

0.42 

World 

326.1 

546.3 

682.8 

664.8 

595.7 (4.3) 

640 6 (49) 


Now. Figures are based on flag of registration (vessels oflOO git and overt except when followed 
by parentheses, in which case they are for the total fleet (vessels of 1000git and over), including 
that under national flag as well as under flap of convenience (POCs). Figures within 
parentheses are for die percentage of the tonnage under POCs 
Source: UNCTAD, Review if Maritime Transport (various years). 


Tabu 5: India's Tonnaoe av Vessel Tytes 

(CRT minim) 


Year 

Total Fleet 

Oil Tinkers 

Bulk Carriers 

General Cargo 

Container 

Ship* 

Other Type* 

1970 

2.40 

0.29 

0.79 

1.22 


0.10 

1971 

2.48 

019 

0.87 

111 

- 

0.11 

1972 

2.65 

0.29 

0.94 

1.31 

- 

0.12 

1973 

0.89 

0.31 

1.12 

1.32 

- 

0.14 

1974 

3.49 

0.53 

1.49 

L31 

0.01 

0.14 

1975 

3.87 

0.66 

1.64 

1.4.3 

- 

0.15 

1976 

5.09 

1.13 

2.05 

. 1.74 

- 

0.17 

1977 

5.48 

1.15 

2.34 

1.83 

w. 

0.16 

1978 

5.76 

1.13 

2.55 

1.90 

- 

0.18 

1979 

3.85 

1.12 

2.59 

1.95 

- 

0.19 

1980 

5.91 

1.14 

2.56 

103 

- 

0.19 

1981 

6.02 

1.17 

2.67 

2.02 

- 

0.17 

1982 

611 

1.26 

279 

1.99 

- 

0.17 

1983 

6.23 

1.29-* 

2.86 

1.88 

- 

Oil 

1984 

6.42 

1.32 

3.05 

1.80 

0.001 

014 

1985 

6.61 

1.70 

2.95 

1.64 

0.001 

0JI 

1986 

6.54 

1.78 

2.94 

1.45 

0.001 

0J6 

1987 

6.73 

1.79 

3.15 

1.38 

0.001 

0.40 

1988 

6.16 

1.71 

2.7.3 

1.28 

- 

014 

1989 

6.32 

1.67 

3.02 

M3 

- 

0.49 

1990 

6.48 

1.66 

3.18 

Ml 


012 . 

1991* 

6.43 

1.74 

3.06 

1.03 

- 

060 

1992* 

6.36 

2.02 

191 

0.98 

- 

0.65 


Noter. * As at Dnremh ar J|. 


Timasgr is on dw boat* of flag of registration, sod docs not taka into account FOC vassal*. 

Source: UNCTAD, Keriew of Maritime Transport (various yean). 
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■imntemipted decline after 1980, when from 
its peak or 2.03 M grt it fell to 0.98M grt 
in 1992. The story of stagnation and 
Jecline of Indian shipping after 1980 then 
s really Jhc story of the rapid decline of 
iner lontijfee, which fell to less than half its 
>ize in a dozen years. It is patent that 
ndia's liner tonnage was decimated in the 
1980s. 

Ship tonnage does not count for cvcry- 
hing in terms of utility in the carriage of 
largo, however. A change in ship lechnol- 
igy can transform the efficiency of ships in 
:arrying cargo as is abundantly evident with 
he development of cumainerships. The 
oniainerisation of shipping is the most 
ignificam technological breakthrough since 
he invention of the steamship in the 19th 
entury. It has made for a quantum leap in 
arrytng capacity for a given ship tonnage, 
imply through facilitating rapid loading 
nd unloading of liner cargo. Where earlier 
nly some 60 tons could be loaded or 
nloaded per hour in break-bulk operations, 
oniainerisation allowed 1,000 tons to be so 
andled in the same time (Kilgour 1975:57], 
'oniainerisation advanced the efficiency ot 
ner cargo vessels by enabling them to spend 
tote time in the actual carnage of cargo at 
ut than in loading and unloading operations 
; ports. While earlier the normal ratio for 
tip time spent at sea to that at port for liner 
irgo was l;l. containerisation is said to 
tve changed the ratio to 4:1. A decreasing 
image therefore need not signify decline 
i carrying capacity, but may indeed point 
> increased efficiency as a result of tcch- 
tlogkaJ modernisation. This is. however, 
>t the case in respect of India. For, the 
■(standing feature of the data in Table 5 
the literal absence of cootainerships in 
e Indian fleet, a situation which persisted 
(hi down to the end of 1993. This aspect 
mainly represents a massive failure in 
din's performance, underlining its acute 
ngtoaKaatkm in the world of shipping. 
« enormity of this failure can be fully 
predated only by taking a closer look at 
t revolution wrought in the world of liner 
igo shipping by containerisation. 


Container Revolution 

Container shipping began in the US, where 
the origins of this highly efficient but most 
capital-intensive technology lay in the 
attempt by American carriers to overcome 
the serious comparative disadvantage of 
high labour costs. That it spread quickly 
to cover the entire globe in less lhan a 
quarter century testifies not only to itsgreater 
efficiency, but also to the capacity of the 
advanced economic powers to Impose 
economic arrangements corresponding 
essentially to their resource endowment on 
others with an entirely different resource 
configuration, and at tremendous cost for 
the latter by way dflte-cquipping their ports 
and domestic transport systems. To that 
extend, (he advance of containerisation 
underlines the continued relevance of power 
and domination in an economically 
interdependent world. Once the developed 
countries shiftedtocontainerisalion. the third 
world had no alternative but to submit to 
the structural compulsions of participation 
in a world trading system, and to move to 
containerisation even if only as shipper and 
not as shipowner. 

The march of containerisation has been 
rapid, and has resulted in the restructuring 
of (he world's liner shipping industry, in 
the concentration of ownership, and in the 
reorganisation of its institutional arrange¬ 
ments. Little of this could have been 
suspected from its small beginnings in the 
mid-1950s. Malcolm McLean, the founder 
of Sea-Land Serv ice, heralded the new age 
of container shipping in 1956 by starting 
container operations between New York and 
Houston (Texas), the single-handedly 
compelled the shipping industry, first in the 
US and then in the wofyi, to accept his 
innovative concept. A decade later, having 
developed and expanded container services 
in the protected trades of the US, Sea-Land 
began container services across the Atlantic 
to Europe in 1966, The following year, 
another American shipping company. 
Matscm Navigation starred coataitreraervK-c* 
across the Pacify:, Thereafter, container 


shipping spread rapidly. Its progress can be 
examined in term* of five successive phase 
(Takahashi 1992:48-49]. 

Phase I, from 1966 to 1970. represents 
the birth of trans-oceanic container services 
on the three arterial east-west routes (trans- 
Atlantic. trans-Pacific and Asia-Europe). The 
challenge for lha traditional carriers was 
enormous and immediately set them no a 
course of restructuring: “The substantial 
investment needed in containenhips. con¬ 
tainers and terminals demanded that the oid 
established, conventional operators involve 
themselves in joint ventures, consortia and 
outright mergers in orderto achieve the scale 
economics demanded by the new order”. In 
the UK. nine important liner companies 
transformed themselves into consortia, else¬ 
where in Europe new groups such a*Hapag- 
Lloyd and COM arose, and in Japan its Trig 
six" lines hastened to set up joint services 
both among themselves and with foreign 
lines fWehb 1987:18-20], 

Phase 2. from 197| to 1975. features the 
continuous growth of container capacity m 
the trades among the OECD countries(Noah 
America. Europe, and Japan), replacing the 
conventional mode of break-bulk shipping. 

It demonstrates the arrival of coritaiacr 
shipping as the settled mode of carnage of 
liner cargo, not a passing fad of American 
inspiration. One indicator of dot change wan 
I he launching of container (hipping on a * 
course of building vessels of larger; and 
larger capacity and higher and higher speed. 
The earliest containershipt were simply 
conventional ships Put had been convariad 
to any containers. Later, ceUnl a r v e ss el s 
dedica te d wridy to the carriage of coatahws 
were purpbsivdy built. McLean in IMP 
figured ftat sins mid speed were, m dm 
worth of one observer, The twin keys lb 
enhanced productivity". The Thw ganana- 
tioo"of tootaiacr*hip sha d a ca pa d t y ofleaa 
than IJQOO tea <20 foot equivalent «n*s) 
while the "second generation" recasts tqi 
of UOO-I.4QO tea capacity. Vat in If® 
some carriers ordered Third yewredan" 
vessels of 1305-5)000 ten capacity; Often 
re f err e d to v "motherships", pane leap t 
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ships visited only a few mainline ports that 
were, in lum, served by feeder vessels in a 
given region. Later, “fourth generation" 
containerships of 3.000-4.000 teu capacity 
entered service. Depending on requirements, 
ships were built with fast speeds of 20. 25. 
30or more knots [Gibney 1987:22-23]. The 
higher speeds further enahanced the effi¬ 
ciency of container shipping by facilitating 
quicker tum-around of vessels. 

Phase 3, from 1976 to 1985, marks the 
drive to. and achievement of, maturity by 
container shipping, with container 
penetration reaching levels of 75 per cent 
on the average in liner cargo trades. Indeed, 
on the main arterial (cast-west) routes, along 
which flowed some 60 per cent of liner 
cargo, penetration was at the possible 
maximum of 95 per cent fWebb 1987:18], 
The world of liner shipping thus stood 
profoundly revolutionised It was. however, 
transformed in other respects as well. The 
firat wave ofexpansion ofcontainer shipping 
during Phase 2 had been led by OECD 
partners (US, Europe, and Japan), with the 
US as the leader. Now, during Phase 3. 
carriers from Hong Kong. Singapore, South 
Korea and Taiwan joined in with fervour. 
Unexpectedly, several of them expanded 
rapidly and rose fast up the ladder of lop 
carriers. The resulting explosion of capacity 
eroded the US position. Meanwhile, in 1985 
Lines and Evergreen Line (Taiwan i started 
round-the-world (RTW) services along the 
main arterial routes (Kim 1987|. They were 
soon joined by others, while around the 
same time still others launched pendulum 
services swinging between US, Europe and 
Asia, or even further to the US west coast. 
Such through services on fixed-day schedules 
along the east-west axis served to drain the 
carries of end-to-end services between Ihe 
different regions. 


Phase 4. from 1985 to 1989. represents 
a period of great turmoil in the liner cargo 
industry This was the inevitable consequence 
of the colossal expansion in container 
capacity during the preceding phase and the 
unrestrained competition that followed it as 
containerisation reached saturation levels 
and capacity grewfasterthantradeexpansion. 
particularly with the downturn in world trade 
following the second OPEC oil price hikes. 
The earlier discipline over competition in 
the market disappeared as the conferences 
weakened under the pressure of the rise of 
independent carriers, outside the discipline 
of conferences. For, with the achievement 
of maturity of container shipping the 
independent carriers, who may have 
traditionally managed to get less than 10 per 
cent of the trades, came to take control of 
huge shoes of the trades, at times dose to 
hulffGaskcll 1990:133-37] and perhaps more 
than half in the north-south trades. Without 
the moderating influence of the conferences, 
competition was unusually severe. In the 
ensuing struggle over survival of the fittest, 
freight rates fell, carriers suffered heavy 
losses, and many shipping compares with 
well known old names were driven to the 
wall. Particularly striking wu the bankruptcy 
of US Lines. It was a traumatic period for 
liner shipping. 

Phase 5. which began aroundO 990, marks 
the turn to consolidation and rationalisation. 
Chastened hy the turbulence of the earlier 
period, the liner industry moved from 
competition and confrontation over market 
shares to co-operation (read: cartelisation). 
This was accomplished through the 
mechanism of stabilisation a greemen ts, 
which sought to place restraints on capacity, 
indeed to reduce capacity, so as to firm up 
and increase freight rates and thus avoid 
losses and possible liquidation. The 


Transpacific Stabilisation Agreement 
for the largest deep-sea container ma 
the world was reached in early 198 
was followed in 1992 by the Trims-A 
Agreement (TAA) - which succeed 
earlier failed Eurocorde agreement -1 
Europe Asian Trades Agreement (B 
"1992 will go down as a watershed 
areas of both industry concentratii: 
organisation", noted the BHMCO Bn 
“The traditional order of confcrenc 
now ceded ground and author! 
stabilisation agreements on each i 
volume axial routes, hut the rcplac 
of confrontational market shares sirs 
by co-opcralivc capacity managi 
programmes has come too late for 
second rank lines" [BIMCO Bu 
Jnnuary-Febniary 19931. The stobili 
agreements, incorporating both conft 
carriers and independent operators, 
in reality cartels which looked suspic 
like the closed conferences of old. eo' 
as they did close to 80 or 90 per c 
the trades of their respective areas. 

The drive inward oligopoly in tht 
shipping industry, as a result of its tra 
motion and restructuring under the ii 
of containerisation, is manifest in tl 
creasing concentration of container c 
ity. Whereas in 1982 the top 20 ct 
controlled 31 per cent of contain 
shipping [Winkler 1993:17-18], their 
climbed to 3R.8 per cent in 1990. to 
per cent in 1992. and then again to 43 
cent in l993[Fossey 1993:32-39], Giv, 
Tact that the top carriers continue to 
"fifth generation" containerships of 4 
5,000 tcu capacity (Table 7), that sh 
likely to increase further. On the ba 
their present order position, the sht 
expected to be 44.8 per cent by 1995 
entrenchment of these powerful cam 
going to make future entry of new coni 
shipping services by thinJ world coui 
extremely difficult, as the established 
are likely to treat them as intruders. 

Table 6 lists the top 20 container ca 
in 1993. Four among them, each w 
capacity of over 1.00.000 teu or r 
constitute the “megacarriers" of the I 
(I) Maerdt Line (Denmark), with the la 
and relentlessly-expanding conti 
service empire in (he world and refi 
to as the “Big Blue" of shipping, is respt 
for its culture of high-speed service 
retiabiitty: (2) Sea-Land Service (US), a 
transformed the world of liner shipping 
its innovation of container service, et 
occupied the top rank for many y 

(3) E vergr ee n Line (Taiwan), which eni 
container service only to 1975, expu 
with breakneck speed, and domin 
cont ain er dripping during die 1980a: 

(4) NYK Line/TSK Line (Japan). C 
major carriers with 75,000 leu capadt 
over inchtdc (3) hfitaui QSK Line (Ja 
(6) F aid Q Containers (UK* (7) K 
(Japan): <t) Hanjto Stripping Com 





(South Korea); (9) Ncdlloyd Lino (the 
Netherlands). Although some chants may 
take place In the ranking of the individual 
players, the group of 20 a* a whole it likely 
to remain stable in the next few year*, 
given the existing order position (nr new 
capacity (Table 7). In the meantime, the list 
demonstrates the tremendous diffusion of 
container shipping outside the preserve of 
OECDcountries,ttid testifies lothc weakness 
of dependency theory, which couki not have 
posited the riseof new powers in the shipping 
arenafrom the traditional periphery . AsTahlc 
8 well illustrates, Asia now controls almost 
half of the world's container carrying 
capacity, compared to 20.7 per cent with 
Europe and 13.6 per cent with the US. 

The concentration in the industry is not 
only manifest in the capacities accumulated 
by the major players, hut beyond that it is 
evident in the consortia arrangements that 
exist among them. An example of such 
consortia is the agreement in 1993 between 
Maersk line. Sea-Land and P and O 
Containers - which, as “the strongest 
combincdgroupincomaincrshipping''. were 
already co-operating to varying degrees in 
transatlantic, transpacific and Europe-Far 
East trades-to co-operatively provide a 
weekly service in the US-Middle Easi-lndia 
trade via and Suez [Winkler 1992 : 56 - 571 . 
Another example is the agreement among 
Nippon Y usen Koisha (N YK). Hapag- Lloyd 
and Neptune Orient Lines to provide joint 
service on the East Asia-North America- 
North Europe route via Panama [Winkler 
1994:77-78]. Still another example is the 
announced intention in 1994 to form an 
alliance among American President Lines 
(APL). Mitsui OSK Lines. Ncdlloyd Lines, 
and Orient OvcraeasContaincr Li nc(OOCL); 
simitar is the plan ol K Line (Japan) and 
Hyundai Merchant Marine (South Korea) to 
form a global alliance [ BIMCO Bulletin. 
June 1994). 

CourrAMStSHtps and the Marginalisation 
of India 

Notwithstanding the frenetic pace with 
which national fleets, including those of 
several Asian countries, took to acquisition 
of containcrships for carrying liner 
cargo, the impressive fact about the 
revolution in liner shipping is that India's 
fleet strangely remained immune to 
containerisation. Some tepid effort at 
acquiring a token tonnage was made in 
1973 and the mid-1980s, but even this 
attempt petered out quickly. It was not 
until the container revolution was way into 
the stage of consolidation and rationalisa¬ 
tion during Phase 5 that India's public 
sector carrier acouircd in 1994 three cellular 
ooMatncrshipsof 1870 leu capacity each 
for the India-Europe trade. Throughout the 
period of the container revolution, India 
remained a bystander and an object, rather 
dun a subject, of container services. 


The abject performance of India in when the country had about 1.000 gn 
container shipping is reinforced by a tonnage, the entry for other years is zero, 
comparative look al other maritime countries While Iran. Pakistan and Sri Lanka provide 
in Asia. Table 9 provides datahy five-year a repeat of the Indian performance, the 
intervals from 1973 to 1990 (phis 1992) on experience i>f several other countries displays 
containership tonnage in the fleets of several an instructive contrast. In 1970. except for 
Asuncuuntrie*(piu*Bra4il).Thetahieshows Japan, no country in Asia had any 
India literally bereft of any containership containership tomuigcBy 1975. South Korea 
tonnage over a long period. Except for i 9X3, and Singapore had made a significant entry 


Tails 6: Tor Twenty Contains* Camuos. 1993 



Operator 

Country/ 

Region 

Ships 

Nos 

Capacity 

inTEUs 

3500 

Plus 

3000- 

3499 

2500- 

2999 

2000- 

2500 

Maersk 

Denmark 

92 

1.74.088 

14 

13 

8 

7 

Sea-Land 

USA 

81 

1.47.765 

12 

- 

12 

7 

Evergreen 

Taiwan 

73 

1.44.140 

2 

II 

20 

- 

NYK/TSK 

Japan 

75 

1.22.130 

. S 

5 

9 

6 

Mitsui OSK 

Japan 

63 

91.015 

4 

- 

12 

3 

P and O Containers 

UK 

41 

80.984 

6 

4 

2 

7 

KLine 

Japan 

*46 

80.168 

W 

8 

8 

5 

Honjin 

Korea (S) 

33 

77.398 

4 

- 

18 

- 

Ncdlloyd 

Netherlands 

47 

75.938 

5 

- 

6 

1 

Zim Israel 

Israel 

53 

71.397 

- 

7 

3 

2 

APL 

USA 

39 

69.527 

6 

7 

2 . 

4 

Hapag-Uoyd 

Germany 

29 

63.222 

6 

1 

1 

1 

Neptune Orient 

Singapore 

34 

59.208 

3 

3 

3 

5 

COSCO Shanghai 

China 

58 

58.576 

- 

- 

6 

_ 

Yangming 

Taiwan 

23 

56.330 

3 

8 

- 

- 

(X1CL 

Hong Kong 

22 

53.074 

- 

8 

7 

- 

United Arab 

Gulf 

51 

50.371 

- 

- 

_ 

9 

Mediterranean 

Switzerland 

43 

43.991 

- 

- 

- 

1 

Hyundai 

Korea (S) 

12 

40.359 

5 

- 

6 

- 

OSK Lines 

World Total 

Total Top 20 

Germany 

34 

5199 

960 

37.388 

3 663.749 

1.600.261 (43.7 percent) 

8 



Source John Fossey. 'Top 20 Boost Share'. Cimtainerisittirm Inl/rnaliimnl. November 1993. 


pp 32-39. Data is as of September 1. 1993. 





and by 1980 Hong Kong, Malaysia and 
Kuwait had joined them with substantial 
capacity while China had made a token 


Tails 8: Tor 20 Carriers by Fleet and 
Orders: Regional Shares 

{Per Cent) 


Region 

Current Fleet 

Capacity on Order 

Asia 

49.1 

72.6 

Europe 

29.7 

15.1 

USA 

13.6 

12.3 

Others 

7.6 



Source: John Fosscy, ‘Top 20 Boost Share', 
Omtaineritatlim International. Nov¬ 
ember 1993. pp 32-39. Data is as of 
September I. 1993. 


appearance. By 1985, the group bad 
expanded to include Indonesia, Philippines 
and Brazil. No new country joined the group 
thereafter, while India’s tonnage of a mere 
1,000 grt disappeared. By 1992, Singapore, 
South Korea. China and undoubtedly Taiwan 
(although it does not appear in the tabic) had 
assumed a commanding position among 
Asian fleets, with each possessing about a 
million or more grt in containerships. In 
contrast. India did not effectively enter the 
field of contai nerships until 1994; it remains 
to be seen how India will be able to 
overcome the handicap of having to succeed 
with such a late start in the face of the 
entrenched domination of world shipping 
by foreign operators. Strangely, this entry 


Table 9: Comparative Statement on Container Sihps lnder National Registry 

ins at July I) _ 


COOO GRT) 



1975 

Tonnage 

1980 

Tonnage 

1985 

Tonnage 

1990 

Tannage 

1992* 

Tonnage 

Hong Kong 

- 

259 

311 

559 

787 

Korea (S) 

18 

278 

325 

668 

1127 

Singapore 

5 

449 

603 

951 

1232 

Iran 

- 

- 

- 

- 

- 

Kuwait 

- 

83 

265 

139 

86 

Saudi Arabia 

- 

- 

83 

67 

67 

China 

_ 

4 

327 

846 

968 

India 

- 

- 

1 

_ 

- 

Brazil 

- 

- 

44 

87 

147 

Philippines 

- 

- 

28 

61 

99 

Indonesia 

- 

“ 

59 

77 

83 

Malaysia 

- 

106 

189 

198 

321 

Pakistan 

- 

- 

- 

- 


Sri Lanka 

- 

- 

- 

- 

- 

World 

6226 

11274 

18364 

23799 

29162 


Noter. • as at December 31. 

Regrettably, comparable informauon on Taiwan is not available. 
Source: UNCTAD. Review <4Maritime Transport (various years). 


Table 10: Tonnage by Ship Types fob Selected Countries based on Flag of Registration 

(in million GRT) 


Year 

Total Fleet 

Oil Tankers 

Bulk Comers 

General Cargo 

Container 

Ships 

Other Types 

World 

1990 

417.59 

12808 

130.66 

79 64 

23.79 

55.42 

1991 

435.31 

134.51 

134.08 

80.13 

26.79 

59.81 

1992 

444.87 

138.73 

133.29 

81.78 

29.16 

61.89 

drifts 

1990 

13.89 

1.73 

4.91 

5.60 

0.85 

0.82 

1991 

13.78 

1.63 

5.19 

5 10 

0.91 

095 

1992 

13.90 

1.72 

5.45 

4.78 

0.97 

* 0.98 

Korea (S) 

1990 

7.78 

058 

4.71 

1.05 

0.67 

0.77 

1991 

7.81 

0.53 

4.40 

1.08 

102 

0.78 

1992 

7.41 

0.61 

3.84 

1.03 

1.13 

0.80 

Monessa 

1990 

2.18 

0.58 

0.14 

0.93 

0.08 

0.46 

1991 

2.36 

0.59 

0.15 

104 

0.08 

0.51 

1992 

2.37 

0.58 

0.16 

1.05 

0.08 

0.48 

Malaysia 

(990 

1.72 

0.18 

0J5 

0.46 

0.19 

0,54 

1991 

1 M 

0.24 

0.36 

0.39 

0.27 

0.5* 

1992 

2j0S 

0.26 

0.44 

0 M 

0.32 

0.60 


Source: UNCTAD. Renew of Maritime Truntpan (various years). 


bi ' tt > < M ^f Cl >yoro Uun of India (SC!) 
iatu it* tm Mrtotsal trades was viewed 

by ftmtfb canton: “th ere are unstated 
hints of irritation at SCI having injected 
around 40,000 teu each way annual 
capacity” [Eller 1994:44-49]. 

The marginalisation of India in respect of 
container carrying capacity Is, no doubt, 
damaging for national shipping and the 
national economy in \hat container cargo is 
high-value cargo. However, India's 
marginalisation went beyond the mere 
absence of such capacity, for the container 
revolution had a profound impact in other 
respects as well. During Phase 4, the 
restructuring of the industry proceeded 
further so as to transform the organisation 
of liner cargo shipping on the main arterial 
routes, with the “motherships” of a select 
few major players touching at a few mainline 
portsand relying on “feedering" withsmaller 
vessels through a hub-and-spokc system for 
the regional trades. One area particularly 
affected was much of the southern rim of 
Asia; as the Lloyd’s Shipping Economist 
(LSE) remarked in 1990: "There arc few 
regions of the globe where the huh/feeder 
container transport system does not feature 
to any significant degree, but it is in south 
and south-east Asia, extending from Suez 
to the China Sea, where the modern concept 
of feedering has really come into its own” 
(July 1990). The change took place with 
astonishing speed: as the same journal had 
noted a year earlier: “in the space of four 
years, these trade routes have been totally 
transformed by shipping lines which have 
redefined their service operating strategies 
to the extent that they arc fast becoming 
interlinked with each other and with the 
busy Europe-Far East mainstream container 
trades” (September 1989). 

Two consequences followed from the 
change. One. India did not escape the 
container revolution but. in the absence of 
a vigorous and watchful state policy, the 
revolution was carried out by foreign rather 
than Indian lines. As LSE pointed out in 
1986, because of the “relatively unrestricted 
markets” of India, unlike those of South 
America, “the big European carriers and US 
operators have containerised their services 
independently of indigenous companies” 
(October l986).ln“tbeaggressiveexpansion 
of their services” that followed, the foreign 
lines came to”dominat(e] the Indian maritime 
sector" [Balasubramanian 1993:55-57). It 
is sometimes averred that India could not 
go in for container shipping because of the 
lack of adequate cargo generated by the 
country. However, tt was not so much a 
question of inadequate cargo than that a 
multitude of foreign lines simply grabbed 
the available cargo. The impact on Indian 
liner shipping, as wilt be soon apparent, 
was devastating. 

Two, because of the inad e qu a cy and 
Inefficiency of the logistics infrastructure 




trader stale administration, India wax also 
marginalised on (he main shipping lanes as 
il was avoided by mainline ships. A huge 
subcontinent Ihuscametohcserved through 
feeder services from transhipment puns at 
Singapore and Colombo and others in the 
3ulf. With the massive shift to feeder 
operations, end-to-end services to the 
subcontinent were drastically reduced: in 
the words of LSE. "the general trend on 
Jast-West liner routes has been to view 
southern Asia as a glorified wayport" 
(October 1986). 

OtWJI STtliriVKAI. ImHAI ANO.S 

Vestel Types: There can be no set formula 
for all countries as to the proportions in 
which their fleets include the various types 
of vessels, for that would depend on their 
oivn import and export needs. Suit, il is clear 
that India's licet has been and continues to 
be strongly imbalanced, though the sources 
of imbalance may have changed over lime, 
n 1970. by which time India had acquired 


a substantial overall manage, the country 
sorely lacked tonnage in oil tankers 
(Table 5), which constituted only 12.1 per 
cent of the overall tonnage as against .12.9 
per cent for bulk camera and 50.8 per cent 
for liner cargo vessels. The industry’s 
structure was thus heavily imbalanced in 
favour of liner cargo. By 1980 and {990. 
there had been substantial advance in the 
proportion of tonnage for oil (ankers (19.3 
per cent and 25.6 per cent) and alao in that 
of hulk carriers (43.2 per cent and 49.1 per 
cent). On the other hard, there was a dramatic 
fall in liner cargo capacity (34.4 per cent and 
17.1 per cent). The imbalance among the 
different vessel types within the total Indian 
tonnage docs not necessarily lie in these new 
proportions, however, rather, more seriously. 
i( lies in the item that is altogether absent 
from Table 5 - containerships. The sleep fall 
in liner cargo capacity is related precisely 
to the failure to acquire container carrying 
capacity, and truly reveals the disastrous 
impact of the container revolution on Indian 
shipping in the absence of an adequate state 


policy. By way of comparison. Table 10 
provides data on tonnage by ship categories 
for the work) as a whole and for several 
Asian countries. This table reinforces the 
picture of imbalance in the Indian fleet 
compared to that of the world as a whole 
and as well to that of China. Korea. Indonesia 
and Malaysia. 

Overseas and CoastalShip/ting: Imbalance 
also characterises the distribution of Indian 
tonnage as between overseas shipping and 
coastal shipping, for the figures for total 
Indian tonnage since 1970 have largely 
coincided with those for its overseas 
tonnage. At the end of second world war. 
Indian tonnage was entirely coastal. Since 
then, it is overseas shipping that has 
expanded while coastal shipping has by 
and large languished. As a share of total 
tonnage, coastal shipping has therefore 
understandably been in decline. Its share in 
I960. 1970. 1980 and 1990 was 37.32 per 
cent. 10.43 per cent, 4.46 per cent, and 8.68 
percent, respectively (NCAER 1993:119]. 
Coastal shipping in absolute tonnage has 
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Tasle 11: DisnusLTioN <* Indian Vtssas and Tonnage sy Caojueh 
(Million ORTas at December 31) 


1970 _ _(V75_ _ IW0 


Firm 


Total 

Overseas 

Total 



Total 

. rw";.. - 


No 

CRT 

No 

GRT 

No 

GRT 

No 

GRT 

No 

CRT 

No 

GRT 

•li 

SCI 

76 

0 82 

65 

0 74 

129 

2.28 

112 

2.13 

146 

2.94 

131 

2.82 


iayanti 

16 

0 29 

IA 

0 29 

- 

_ 

— 

_ 






Scindio 

39 

0.35 

.36 


46 

0 53 

45 

0.53 

40 

0.55 

40 

0.55 

j < 

India 

18 

OI5 

18 

0 15 

22 

0.21 

22 

0.21 

20 

0.20 

19 

019 

u 

GES 

14 

0 17 

13 

0.16 

2(1 

0.32 

20 


16 

0.37 

16 

0-37 


South India 

5 

0 12 

5 

0 12 

6 

0.15 

6 

0.15 

6 

0.15 

6 

0.15 

• 

Ramakar 

5 

0.07 

3 

0 05 

6 

0 09 

6 


6 

0.09 

6 


7. X 

Chowgulc 

5 

0 05 


0.05 

4 

0.09 

3 


5 

0.16 

5 

0.16 

* 1 

Dempo 

5 


5 

0 08 

7 

0.13 

7 

0.13 

8 


8 

0.16 


Sumsndra 


0.04 

5 

0 04 

5 


5 

0.04 

4 


4 

0.04 

r t 

Mogul 

4 

0.03 

T, 

0 02 

17 


II 

0 IS 

16 

0 tv 

13 

0.18 


Domndar 

4 

0 Oh 

\ 

0 05 

3 


3 


7 

0.16 

7 

016 

Si 1 

Etsar 

- 

- 

- 

- 

1 

0 004 

1 

0 004 

5 

0.02 

VifV.t VI 



LaadT 

- 

- 

- 

- 

- 

- 


- 

- 

- 

- 

- 

if 

Total India 

2.VI 

2 .19 

181 

2 15 

3,30 

4.46 

2.30 

4 09 

38.3 

5.68 

325 

543 


(No of firms) 

(37) 


<|9| 


|4I> 


(23) 


(62) 


<42) 


i 





1985 






1990 



■ji 



Total 



Overseas 



Total 



_Out— 

•J 


No 


GRT 

No 


GRT 

No 


GRT 


No 

QKT 


SCI 

144 


321 

122 

3 06 

127 


2.96 


103 

2JI 


Jayaati 

- 


- 



- 

“ 




' 

- 


Scmdw 

28. 


0 42 

28 

0.42 

13 


0.23 


13 

*23 


India 

15 


0 16 

15 

0.16 

20 


0.21 


20 

*21 

jj 

GES 

22 


0 43 

18 

0.43 

37 


0.61 


29 

Ml 


South India 

8 


0 19 



0 19 

9 


0.22 


9 

*32 


Ramakar 

6 


0 13 

t 

■- 

0.13 

4 


0.11 


4 

*U 

- 5 

Chowgulc 

7 


0 23 

7 


0.23 

It 


•0.23 


7 

*22 

A 

il 

Dempo 

4 


009 

t 


0.09 

1 


001 


1 

*1 


Surreadn 


• 

007 

5 

0.07 

9 


0.17 


9 

*17 


Mogul 

12 


0.15 

to 

0.15 

" 




- 

- 


Dwnodar 

4 


Oil 

, 4 


an 

3 


0.0* 


3 

009 



14 


Oil 



aos 

24 


0.25 


7 

*14 


LandT 



0.09 

5 

au9 

5 


009 


5 


•v 

Total Mia 

368 


5.95 

273 

5.65 

418 


6.05 


256 

ISO 

J 

(No of Duns) 

(54) 


» 

(36) 


(59) 




(30) 
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been largely stagnant; the figures in thousand 
git for the nine yean are 3 IS, 250.253 and 
523. The increase in tonnage evident in the 
1990 figure seems to marie a departure from 
the long-term trend, but is explained to a 
great extent by the appearance on the Indian 
scene of offshore vessels to service the 
Bombay High undersea oilfields. 

Ownership: Again, imbalance is the chief 
characteristic of the ownership structure of 
India’s shipping industry. Since at least the 
mid-1970s, the public sector has occupied 
ahegemonic position in the Indian merchant 
fleet. The private sector had pioneered 
Indian shipping before independence, in a 
valiant struggle against entrenched British 
shipping interests. On the other hand, the 
public sector appeared in shipping only after 
independence, largely for ideological 
reasons. The state's role expanded after the 
adoption of the Industrial Policy Resolution 
of 1956 and the Second Five-Year Plan 
(1956-61). The present public sector giant. 
Shipping Corporation of India (SCI), was 
formally established in 1961 out of the merger 
of two predecessor corporations, one of which 
had been founded as early as 1950. A 
couple of private sector firms. Jayanti 
Shipping and Mogul Line, were also 
nationalised and eventually merged into 
SCI. the merger of the former taking place 
in 1973 and that of the latter in 1986. By 
1980, even without Mogul Line. SCI with 
its diversified fleet had come (o dominate 
Indian shipping like a colossus, holding 
more than 50 per cent of the country’s 
tonnage. SCl’s share in the national fleet 
rose even higher by 1985. standing at 54 per 
cent. Subsequently, even after Ihc merger of 
Mogul Line, its share fell to 49 per cent by 
1990, as a result of scrapping ot over a 
million grt as part of a rationalisation drive 
during the 1980s. Still, even the largest 
among the private sector shipping firms are 
but*pygmies in the presence of the public 
sector leviathan. 

While there were nearly 60 shipping f rms 
in 1990. the major players, besides SCI, 
especially in overseas shipping, were only 
three: Scindia Steam Navigation and India 
Steamship in liner cargo, and Great Eastern 
Shipping (GES) in bulk cargo (Tabic 11). 
Scindia, with the mantle of its historic 
identification with the Indian nationalist 
movement, was the premier shipping line in 
the private sector, at least till 1980; prior to 
independence, “in fact, for nearly three 
decades Scindia was Indian shipping” 
[Jog 1969:1J5J. Heavily committed to liner 
cargo services, the carrier failed to diversify 
and was battered by the recession of the 
1980s as well as by changes in the structure 
of the world shipping industry following 
containerisation. Its growing financial crisis 
finally teti the government to take over its 
manag ement in 1987. India Steamship, too. 
has faced difficult Jimes since the recession 
but has managed to stay afloat. GES, founded 
in 1948 alter independence, has prospered 


under an able management, and is now the 
leading carrier in the private sector. Other 
established but less well known carriers 
include South India Shipping and Chowgule 
Steamships. A new aggressively expanding 
carrier, large dedicated to transport of bulk 
ores to captive plants on the coast, is Essar 
Shipping, part of a growing industrial 
conglomerate. 

With the parlous condition of the two 
liner cargo shipping firms in the private 
sector (Scindia and India), the public 
sector’s SCI is the only shipping firm left 
with sufficient muscle for a possible role 
in India’s liner cargo trades. That much is 
clear from the very structure of the Indian 
shipping industry, which thus places on it 
the burden of meeting the challenge of 
foreign consortia of container carriers. For 
some, that may not necessarily bode well 
for the future, for the past failure of Indian 
shipping in respect of container carrying 
capacity is also the failure of SCI. In any 
case. SCI faces an uphill task, given the 


existing low and falling shares of Indi 
shipping in the country's trades. 

DuTxiBimvE Analysis; Rise and Fall it 
Market Shaaes 

The purpose in acquiring tonnage is 
obtain a share of the cargo traded. How h 
the Indian shipping industry performed 
this sphere? As stated earlier, Indii 
shipping at the end of second world w 
had literally no participation in the countr, 
foreign trade. As independence neared, 
ventured overseas, and after independen 
the pace of its participation increased., 
a result, its share in Indian cargoes grt' 
By the early 1960s, the share of Indi; 
shipping in total cargo traded (imports tu 
exports) by weight had reached the lev 
of around 10 per cent (Table 12 ai 
Graph 4). There wax slow but consisle 
improvement during the remainder of tl 
1960s. with the average share for the decai 
as a whole being 13.2 per cent. The sha 


Table 12; Share of Indian Carriers in India's Total Overseas Trade 

(Milium limn 


Year 

Exports 

Imnorti 

Exnont and Imports 

Total Cargo 
Actual 

Indian Share 
Percent 

Total Cargo 
Actual 

Indian Shore 
Per Cent 

Tola! Cargo 
Actual 

Indian Sha 
Per Gen 

1960-61 

6.63 

13.7 

17.86 

7.3 

24.49 

9.0 

1961-62 

6.69 

15.4 

16.53 

9.5 

23.22 

11.2 

1962-63 

14.62 

8.7 

18.99 

8.2 

33.61 

8.4 

1963-64 

1399 • 

12.0 

19 76 

9.2 

3374 

10.4 

1964-65 

15.06 

11.5 

22.53 

10.9 

37.59 

11.2 

1965-66 

19.34 

10.8 

23.70 

14.7 

43.04 

12.9 

1966-67 

20.86 

13.7 

25.19 

12.9 

46.05 

13.3 

1967-68 

23.27 

16.7 

26.33 

14.6 

49.60 

15.6 

1968-69 

25.19 

194 

26.67 

17.5 

51.87 

18.5 

1969-70 

26.87 

20.7 

21 66 

22.8 

48 52 

21.6 

1970-71 

30.09 

19.3 

22.45 

20.5 

5154 

19.8 

1971-72 

28.53 

16.2 

25 93 

168 

54.47 

16.5 

1972-73 

30.03 

194 

25 77 

18 4 

55.80 

18.9 

1973-74 

32.48 

187 

30 03 

26.4 

62 51 

22.5 

1974-75 

30 92 

20.1 

32.01 

35 4 

62.93 

27.9 

1975-76 

31.84 

20.1 

30.11 

51.0 

61.95 

35.1 

1976-77 

35.39 

21.7 

28.89 

649 

64.29 

41.1 

1977-78 

31.89 

26.4 

26.32 

54.9 

58.21 

38.2 

1978-79 

30.92 

19.8 

32.01 

5X2 

62.92 

36.3 

1979-80 

34.72 

17.7 

36.49 

45.0 

71.21 

31 7 

1980-81 

32.93 

15.7 

41.99 

45.3 

74.93 

32.3 

1981-82 

35.01 

IH.I 

42.08 

41.8 

77 08 

310 

1982-83 

31.67 

20.5 

43.15 

55.5 

74.81 

40.7 

1983-84 

33312 

21.6 

41.77 

55.2 

74.79 

40.3 

1984-85 

37.0b 

20.8 

43.72 

48.7 

80.78 

35.9 

1985-86 

39.59 

18.9 

46.83 

48.4 

86.42 

34.9 

1986-87 

41.61 

19.7 

4<52 

54.4 

87 13 

37.8 

1987-88 

39.68 

I9.*b 

50.25 

57.1 

89.93 

407 

1988-89 

45.48 

16.6 

56.47 

48.4 

ior.95 

34.2 

1989-90 

49.01 

19.5 

57.75 

49.6 

106.76 

i 35.8 

1990-91 

48.78 

18.8 

60.57 

49.0 

109 35 

35.5 

1991-92 

51.26 

21.6 

60.54 

49.5 

111.80 

36.7 

1992-93 

47.11 

16.3 

75.19 

46.5 

122.30 

.34.9 


Sources: Figures up to 1989-90 are from National Council of Applied Economic Rescan 
(NCAER). India* Shipping Industry: Retrospect and Prosper! (New Delhi: NCABI 
1993). p 122. 

For 1990-91, from personal communicatioa of November 8,1994 from IndtaA Natkm 
Shipowner)' Association (INSA). 

For 1991-92. from Mitt* Shipping. Vof 43, No* 1-2 < 1993), pM. 

For 1992-93, from INSA, Annual Review MJ-1994 (Bombay: INSA. 19947. p 39. 





improved farther during the 1970*. with 
the avenge for the fint half of the decade 
Handing at 21.1 per cent, and for the lecond 
half at 36.5 per cent. The 1980*, with an 
iverago share of 36.4 per cent, largely 
represented a continuity with the second 
half of the preceding decade. Hie first 
three yean of the 1990a showed a slight 
decline, however, with an average share of 
35.7 per cent.' 

Since about the mid-1970s. Indian 
shipping has carried about half of the 
country's imposts and only one-fifth of its 
exports. Note the wide disparity between 
India’s share in imports and that in exports 
after the early 1970s. This divergence is 
consistent with the normal expectation that, 
since it is the buyer’s preference (hat matters 
in the choice of carrier, a country performs 
better in the use of its vessels'for imports 
as against exports. However, that proposition 
does not find support in the 1960s. during 
that decade, the average share of Indian 
fhipping in imports at 12.8 per cent was 
slightly less than that in exports at 14.3 per 
cent. The performance begins to change in 
a consistent manner after 1972-73. The 
average share of Indian shipping in imports 
for the 1970s, 1980s and the first three years 
of the 1990s was 38.6 per cent. 50.4 percent 
and 48.3 percent, respectively. Surprisingly, 
the jump in the Indian share in imports came 
in 1974-75 (35.4 percent), the year in which 
Indira Gandhi adopted an economic 
stabilisation programme, and it climbed even 
more dramatically the following year (51.0 
per cent), during which she declared a stale 
of emergency. The share reached its peak 
in the second year of the emergency (64.9 
per cent), which has never been equalled 
since. Apparently, with the decline of the 
discipline of the emergency, following its 
withdrawal and the ouster of Gandhi from 
office in 1977, the share fell. A declining 
trend in the Indian share in imports is evident 
after 1987-88, with the figure for 1992-93 
being the lowest in more than a decade. The 
share of Indian shipping in exports is 
drastically lower when compared with that 
in imports, being on the average 19.9 per 
rent Mid 19.1 per cent during the 1970s and 
1980s, respectively, in the first three years 
jf the 1990s, it fell to 18.9 per cent, with 
the share in 1992-93 being the lowest, again 
in mote than a decade. 

The UN Code of Conduct for Liner 
Conferences was adopted to improve the 
share of third world shipping in world trade. 
However, since the formula of 40:40:20 
accords 60 per cent of a country's trade to 
ioreign carriers, it is still inherently adverse 
o the interests of third world countries 
because, even if it were effectively 
xnptemented.it would Hill mean an outflow 
>f foreign exchange resources. But this 
ormula was die bat that the third world 
muld persuade the developed countries to 
accept, if wily formally. The Indian share 
ft between one-third Mid two-fifths of the 


country’s cargo during the doaeayeaa after 
1980 seems quite dose to the UNCTAD 
formula. However.it does not exacdymeaaure 
up to U. Moreover, since Indian shipping is 
largely confined to its national trades and 
doa riot have any significant role in cross- 
trades. its limited share means (hat, overall, 
India continues to be at a disadvantage in 
the equitable sharing of cargo. 

Looked at from the perspective of 
comparison with the situation at inde¬ 
pendence, Indian shipping's share in the 
country'* foreign trade may be taken to 
represent a substantial achievement since 
it started from about zero. On the other 
hand, the accomplishment falls far short of 
Indian aspirations expressed at the dawn 
of independence, and maintained since then, 
even as it has been extremely slow in 
coming. Moreover, the share in (he total 
trade is itself misleading since it masks 
serious weaknesses in Indian shipping. 

A disaggregation of the data reveals an 
enormous imbalance among the shares for 
the different types of cargoes There can 
be no doubt that Indian shipping has a 
substantial share in POL {petroleum, oil 
and lubricants) and POL products, which 
form about a quarter to a third of the 


country's total foreign trade and about one- 
half or more of it* import! (Table 13). 
During the second half of the 1980s. that 
share in the total trade for this type of cargo 
was on the average 71.8 per cent. Since this 
cargo type consists essentially of imports, 
the figure corresponds closely to the share 
in imports: 76.6 per cent. This is an 
impressive figure, but it is significant that 
the share in imports has been on a declining 
trend since 1985-86, dropping from 84.5 
per cere in that year to 58.9 per cent in 
1991-92 and 60.9 per cent in 1992-93. 

Even at its lowest poire in the declining 
trend, the share of Indian stripping in total 
POL cargo stands in sharp contrast to that 
for dry bulk cargo, being far more than twice 
the size of the latter. Dry bulk cargo 
constitutes from half to three-fifths of the 
total foreign trade, with exports being about 
twice the level of imports. In the second 
half of the 1980s, the average share of 
Indian shipping in the total trade for this 
cargo type was 24.5 per cent (imports 35.4 
per cent, exports 19.3 per cent). The data 
for the early 1990s shows some improve¬ 
ment, the average for the period being 26.5 
per cent (imports 40.6 per cent, exports 18.6 
per cent). 


Table 13: Shake or Inman Camiqu in Sow Indian Tbaoes 

tUiUtum hmmr 

_ Exports __ Imports _ Exports and Imports 

Year Total Cargo Indian Share Total Cargo Indian Share Total Caigv Indian Share 


(Actual) 

(PerCenr) 

(Actual) 

(Per Cent) 

(Actual) 

(PerCeat) 

POL. POL Products and Other Liquids 
1984-85 1.57 560 

20.20 

71.6 

21 77 

70.4 

1985-86 

1.71 

99 

18.77 

81 2 

20 48 

752 

1986-87 

2.08 

21 6 

19.32 

84.5 

21.40 

78.4 

1987-88 

2 47 

22.7 

2845 

75.7 

30.92 

714 

1988-89 

1.93 

10.8 

28 50 

69 9 

30.4? 

66.2 

1989 90 

2 41 

5.0 

28 17 

71 8 

30.58 

67 0 

1990-91 

2.98 

15.8 

30.83 

f*3 

33.81 

6L8 

1991-92 

6 18 

54 4 

34.00 

58.9 

40.18 

582 

1992-93 

3 05 

7.6 

42.99 

60.9 

46.04 

57.3 

Dry Bulk Cargo 

1984-85 30 53 

19.0 

16.52 

30.3 

47.05 

230 

1985-86 

33.49 

19.4 

1872 

288 

52-21 

228 

1986-87 

34.70 

19.5 

16.69 

37 4 

51.39 

25.4 

1987-88 

32.33 

20.1 

13.10 

45.0 

45.43 

27J 

1988-89 

37 89 

17.0 

18.68 

32.5 

56.57 

221 

1989-90 

39.64 

20.6 

19,66 

3.3.3 

59.30 

240 

1990-9J 

3830 

20.0 

19.28 

41.6 

57.58 

272 

1991-92 

33.85 

18.7 

18.47 

47.6 

52.32 

28.9 

1992-93 

35.96 

17.3 

23.16 

327 

59.12 

23-3 

General Cargo 
1984-85 

496 

209 

700 

26.2 

n .96 

240 

1985-86 

4.39 

18.5 

9 34 

21.7 

13 73 

38.7 

1986-87 

4.83 

200 

9.51 

22.8 

14.34 

21.9 

1987-88 

4.88 

17.2 

8.70 

14.7 

1338 

150 

1988-89 

5.66 

15.9 

9.29 

14.5 

14,95 

150 

1989-90 

6.95 

18.4 

9.92 

15.0 

1688 

164 

1990-91 

7.50 

14.1 

10.46 

11.6 

17.96 

120 

1991-92 

11.2.3 

12.1 

8.07 

14.0 

(9JQ 

129 

1992-93 

8.10 

15.3 

90t 

130 

17.14 

14.4 


Sm/rtrs: Figures up »1989-90 arfSrwa haatf-writieo table provided by INSA. Bombay. io Jtdjr 
1992. 

Pm 1990-91, front iwraonal conmumtcattMi dared November X. 1994 from (NSA 

For 1991-92. from I m f it m Sta ff ing . VW45, Noa l-iilWh p 38 

Per 1992-83. from INSA. A/vumf Krrtew mi-94 (Bombay: INSA. 1994), p 39. 
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If the position in respect of dry bulk 
cargo makes a poor contrast to that for POL 
cargo, that for general or liner cargo is 
abysmal. Liner shipping, as is already 
apparent, has become the Achilles’ heel of 
Indian shipping. Liner cargo is about IS 
per cent of India's foreign trade, but this 
is high-value cargo compared to POL and 
dry bulk cargo. Exports ha ve been general! y 
half to two-thirds of imports, though in 
1991-92 they were larger than imports. 
The share of Indian shipping in the total 
trade in liner cargo during the second half 
of the 1980s was miserably low. standing 
at 17.9 per cent (imports 17.7 per cent, 
exports 18.0 per cent). Note that this 
performance represented a drastic fall, for 
in 1976-77 India's share in liner cargo was 
39.6 per cent which, by 1979-80. had 
dropped to 28.S per cent (Committee on 
Public Undertakings 1982:4}. More 
significantly, even at this iow level of 
performance the share has been declining, 
a trend related to the failure to adapt to the 
container revolution. The early 1990s 
represent a further decline from the very 
low figure of the 1980s. the average being 
13.3 percent (imports 13.1 per cent, exports 
13.8 per cent). Set against even the less 
than equitable norms of the UN Liner Code, 
such performance would seem egregious, 
especially for a country that has been the 
standard-bearer of maritime nationalism in 
the post-war period, and points to the vast 
chasm between rhetoric and practice. 
Instead of import substitution. India has 
been increasingly engaged in the import of 
shipping services. 

What stands out then from the analysis of 
cargo shares is that the apparent achievement 
of Indian shipping in total trade is rather 
dcceptivtJSFor. India has done poorly in dry 
bulk cargo and. especially in the high-value 
category of liner cargo. These arc the trades 
where Indian shipping has had (o compete 
with foreign carriers who have the advantage 
of more modem equipment and globally 
organised services. India’s superior 
performance in respect of POL. which 
upgrades its overall record, stands in a less 
favourable light when viewed against the 
fan that the state has had a monopoly over 
both oil imports and tanker tonnage. Any 
deregulation in this area without first assuri ng 
enhanced efficiency may spell even more 
serious trouble for Indian shipping. From 
this perspective, the Indian performance is 
poorer than appears at first sight, and 
constitutes sn enormous failure in stale 
policy. 

This failure has important implications 
for the country’s revenues and foreign 
exchange earnings besides employment and 
capital accumulation. Adequate data is not 
available on India's freight bill for sea¬ 
borne trade, and the respective earnings of 
foreign and Indian carriers: However, a 
serious study by the National Council of 
Applied Economic Research (NCAER) 


• attempts sn analysis of the trade and 
financial data for 1991 -92, and comes to. 
the conclusion that the total freight bill of 
Us 6.3 billion was shared by Indian and 
foreign carriers in the ratio of 30:70. The 
proportions for the import bill of Rs 2.4 
billion and the export bill of Rs 3.9 billion 
were 36:64 and 20:80. respectively 
[Committee on Public Undertakings 
1982:61 -62]. While the precise percentages 
may be disputed, the financial figures are 
not inconsistent with what has been 
documented above in respect of tonnage 
capacity and share in trade and with what 
is known about the freight value of different 
types of cargoes. Such disproportion and 
imbalance in the shares of Indian and 
foreign carriers stands out as a severe 
indictment of the national shipping industry 
and, relatedly, of state policy. 

Conclusions 

Four types of analysis have been em¬ 
ployed in evaluating the performance of the 
Indian shipping industry over the period 
since indepedence. When examined histor¬ 
ically in terms of the acquisition of total 
tonnage alone, the industry seems to have 
made a substantial advance. It could not 
have been otherwise since at the end of. 
colonial rule there was literally nothing by 
way of overseas shipping even as coastal 
shipping was dominated by British interests. 
However, there is a bifurcation in the post- 
independence period, for with the 1980s the 
Indian shipping industry entered a prolonged 
period of almost a decade and a half of 
stagnation. 

Over and above the stagnation of the 
later period, India's performance, when 
viewed comparatively, disaggregatively 
and distributively, emerges as having 
grave weaknesses. The overall tonnage is 
marked by serious imbalances. Particularly 
notewodhy is the failure over some two 
decades after the early 1970s to acquire 
containerships, a failure that marginalised 
a vast and important maritime country in 
liner shipping. Connected with that failure 
is the declining tonnage in liner cargo and 
the extremely poor record in terms of share 
in high-value liner cargo. Changes in state 
policy in the early 1990s aim to rectify the 
industry's serious weaknesses, but it is 
difficult to fully predict their impact. 
Meanwhile, the analytical puzzle that 
emerges for further research from the 
review of the record is the contrast between 
the reasonably belter performance before 
the 1980s and the subsequent deterioration, 
as also the steep decline in liner cargo 
shipping. 
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help in the ana of ia rich eotlncbon; tha staff 
ia gov er nme nt do ea meota. i ua w Ubiwy loans, 
law and refereace branches Of McOill 
University’s library system for unstinted 
assistance; the Social Sciences and Human!tie* 
Research Council of Canada tot financial 
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the graphs; and my colleague T V Paul for his 
valued comments on an earlier version of the 
paper. I cannot thank Krishna Raj enough for 
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Addressing Welfare in Third World Contexts 

Indian Case 


Doly Aront 

Welfare discourse in third world countries has revolved around western experiences and theories, missing the nature 
and context of their own problems. This paper examines welfare issues in the context of India and suggests that third 
world countries need to evolve alternative approaches to welfare that are appropriate for them. 


WELFARE discourse in third world 
countries ha* revolved primarily around 
western theories and experiences In their 
eagerness to imitate the western welfare 
states, most third world states adopted 
policies and programes which completely 
missed the peculiar nature and context of 
their problems. Not only has their handling 
of welfare questions noticeably evaded large 
sections of their populations, their narrow 
and somewhat superficial conceptualisation 
of welfare needs led them to constantly 
ignore the extremely negative fall-outs of 
numerous other policy interventions which 
were not even percieved as relevant for 
purposes of addressing welfare issues. The 
poor state of welfare is often interpreted by 
policy-makers in these countries in terms of 
limited resources available with them. What 
goes unnoticed and unexplored is the 
possibility of arresting the decline of 
welfare, and even contributing to its growth, 
by (a) introducing correctives in the 
numerous, apparently innocent, but 
effectively anti-welfare policies of these 
states, and (b) exploring the alternate ways 
of addressing the question of welfare in their 
own specific contexts. This paper examines 
these issues in the context of India and 
suggests that countries like India must ensure 
a context-sensitive approach to welfare; and 
further, that these must draw on their own 
experiences rather than mere exogenous 
sources of policy and support, and evolve 
alternate approaches to welfare which are 
also mote meaningful and appropriate for 
them. 

Section 1 of this paper outlines the broad 
politico-economic context in which the issue 
of welfare was addressed by the post- 
indepe n de n ce Indian state. Itbriefly recounts 
the nature of general economic and 
developmental policies and their weak 
welfare dhnension on the one hand, and 
efforts made to secure welfare for the people 
from outside these - through legislative 
ena ct me nts , we lf ire poling snd programmes 

-on the other. Section 11 pro v ides sn overview 

of the state of people’s welfare and analyses 
re as on* for the failure of the stale to arrest 
tha dacha* of welfare as experienced by 
h en motio ns of society. This is not simply 
anantiytisof the imple m e nt ation of welfare 
polities and progra mme* , or even of their 


adequacy io terms of the needs of people. 
While these policies and prog ram mes are 
not overlooked, this section also underlines 
the significance of examining the welfare 
implications of several other policies and 
programmes, which generally escape the 
attention and analysis of welfare scholars as 
well as policy-makers, yet which account for 
a large part of the decline of welfare in most 
third world countries. Section HI explores 
the possible ways of improving the state of 
people's welfare in the context of India. 
While ruling out the possibility of dispensing 
with the state's involvement in welfareissues. 
or opting for market provision of welfare, 
or leaving the welfare needs at the service 
of the voluntary sector, this paper emphasises 
the need for a reconceptualisation of welfare 
in terms of sustainability, participative 
content and autonomy of the very model of 
development which is adopted. Welfare 
concerns necessitate a revaluation and 
redefinition .of the very framework of 
development in the context of countries like 
India - this is the central argument of this 
paper. 

1 

Welfare Addressed: Policies 
in Context 

The post-independence Indian state 
adopted a democratic framework of polity 
with a mixed economy model of 
development, presumably to ensure the 
welfare of the Indian people. Towards that 
end, it assumed enormous powers to not 
only regulate, protect promote or contain 
specific economic as well as non-economic 
activities, but also to directly participate in 
production, trade and circulation in various 
sectors of theeconomy. Capitalism, however, 
remained the basic context for its operation. 
More often than not, its activities were meant 
to support the activities of the private sector 
which was e xpected to serve the needs of 
people. Seen front (he perspective of people, 
capitalism still remained a remote idea for 
many - large parts of people's subsistence 
and welfare needs were managed outride the 
market system. The joint family system as 
well at trad i tio nal c o mmuni ty and caste 
rotations asasyss us vm wen are neeos at a 
large pert of society. Alongside there alto 


existed several social welfare organisations 
providing support to specific sections of 
society. The notion of welfare asaoommxhty 
to be bought from the. market was alien to 
most people of India. Despite this context, 
the state could not but emphasise its own 
concern for people's welfare. To an extent, 
this became crucial because of the very 
nature of political discourse during the 
struggle for independence. Promises of a 
better future for the people of indepe n dent 
India had to be translated into action by the 
state The legitimacy of the state rested an 
its capacity to take people’s needs into 
account: welfare gestures were the tint step 
in that direction. 

With a vision of development as 
experienced by the west combining rapid 
growth based on capital and tecbnology- 
intensi ve forms of production and provision 
of welfare for those marginalised by these 
processes, policy-makers in India made 
efforts to move in similar directions.' Initially, 
some concern was shown to introduce 
structural and institutional changes, 
especially in the rural sector, as through land 
reforms and co-operatives, bur Htdeprogress 
w» made at the ievr 1 of implemen ta tion. In 
the industrial sector also, despite resortiug 
to licensing and other regulations, and deaptie 
supportive policies for small-scale and 
cottage industries, the slate failed to prevent 
the concentration of economic power in foe 
hands of a few big business bousesTTowanli 
the mid-1960s, there was a major shift in 
the orientation of state policies. G ro w th 
assumed a clear priority over any 
redistributive concerns. The adoption of new 
agricultural strategy-the so-called great 
revolution - with its inclination to 
concentrate state reso u rce * meant for the 
agricultural sector among the wefl-so-do 
fanners with land and irrigation farititka, 
implied taping iway front the poorer rente, 
tints further mar g inal tsi ag their position In 
Mrim on the one hand wt MW i u nretr 
poverty, on the other.* Dreptoe tire labor 
surpha co n ditio ns of produc t ion, rafeg tires 
provide incentives for l abou r sbreytiM; 
OWwWui ponCH: 7PWQN wC WMMK 

of capital, thereby dMcooragtag the gre w* 
of enqiloyreonL* Economic growth, it wws 

pnQniy* reMM ® OOHBO 

not be cxwnpnmtised for any otiwr abjective. 



The weak welfare dimension of general 
economic policies became very noticeable 
by the beginning of the 197Os. The increasing 
hardships of the people were to be addressed 
separately - through specific welfare 
policies and program me* - even as general 
economic policies moved farther a way from 
welfare. There was a spurt in welfare 
policies and programmes (hiring this phase. 
This, of course, does not imply that such 
policies were missing during the earlier 
phase; only that now these formed a major 
component of the welfare armoury of the 
state. Thus, from the early years the Indian 
state sought to regulate the conditions and 
outcomes of work in various sectors of the 
economy - regulation of minimum wages, 
working hours, social security provisions 
such as maternity benefits, workmen’s 
compensation, insurance benefits, etc. have 
been steps in that direction. It also enacted 
legislation for the protection of certain 
vulnerable sections of society - the 
Children's Acts, the Dowry Prohibition Act, 
the Child Marriage Restraint Act, the Shops 
and Establishments Act, the Juvenile Justice 
Act, the Suppression of Immoral Traffic in 
Women and Girls Act. the Equal 
Remuneration Act, the Scheduled Castes 
and Tribes (Prevention of Atrocities) Act, 
etc, fall in this category. Many of the existing 
laws, however, were either passed or 
amended after the 1970a, primarily because 
of the increasing pressure from various 
activist groups. Numerous welfare schemes 
were also adopted to help specific sections 
of society - scheduled castes and tribes, 
women, children, handicapped, etc. 

The 1970s witnessed the adoption of 
several more extensive programmes like the 
Integrated Rural Development Programme, 
the Tribal Development Programme, the 
Integrated Child Development Programme, 
etc. The number of schemes forming part 
of these programmes as well as those outside 
these also registered an increase. There 
emerged schemes of direct financial 
assistance, as for self-employment of women 
or youth; schemes providing for indirect 
economic support, as for marketing tribal 
produce; and schemes aimed at improving 
social security for the weak and vulnerable, 
such as those making provision for short- 
SUy homes for women in trouble, hostels 
for working women, hostels for tribal girls, 
day-care centres for children of working 
women, etc. 1 State expenditure on other' 
social policy areas wfcx$ were not under the 
charge of the d epar t m ent of social welfare - 
health and education, for instanck - was also 
Integra te d wgh some welfare p ro g ramm es. 
Stale s ubs idies bn food and several other 
hems too increased on the grounds of concern 
for the welfare of those who could not fulfil 
their basic needs through the market system. 
The period after the mid-1960s,but especially 
that after the 1970a, thus saw both an increase 




in growth-orientation of economic poUctes 
and a rise in welfare provisioning a well 
as welfare legislation. How does one interpret 
this pattern of indulgence on the part of the 
Indian state? Does this justify its being 
labelled a welfare state? 

n 

Int er preting Welfare: On Meanings 
and Reasons 

Any sttempt to interpret the state’s 
interventions In respect of welfare without 
taking into account the perspectives and 
experiences of people whose welfare , is 
supposedly addressed through such 
involvement, can be quite misleading. It is 
relevant therefore to dispense with state- 
centred evaluations of welfare. The extent 
of public expenditure or the population 
covered - two ofthe most widely used criteria 
of success in state evaluations - do not 
explain much about the meaning of policies 
and programmes. How much of their effect 
actually shows in the'lives of people is what 
matters most. A glance at the prevailing state 
of people and their welfare needs is desirable 
at this point in order to reflect on their 
relationship to policies. 

Whether looked at in terms of statistics 
or observed without any technical and 
methodological sophistication, the state of 
the people of India at large presents a very 
gloomy picture. This is true not only when 
compared with the developed world but 
even in terms of iheircapadty to meet certain 
most basic needs-of food,safe drinking 
water, shelter, health and security. Hunger 
is still widespread, disease not difficult to 
catch, pavement and slum-dwellers ever 
increasing in number, child workers not 
very far from sight and exploitation of women 
and tribals or other weaker sections an integral 
part of socio-economic processes. Almost 
38 per cent of the population lives below 
the poverty line.* Nearly, four million 
children die every year before attaining the 
age of five. An estimated 45 to 50 million 
children below five years subsist on acalorie- 
deficient diet About 200 million people are 
without access to safe drinking water. Mote 
than 5 JXX) villages have no sourceof drinking 
water. Hie organised sector of the economy 
accounts for only lOpcr cent of employment 
the rest of it being in the unorglnised sector. 
Nearly 28 million people are estimated to 
be either unemployed or severely 
underemployed, and over 200 million have 
employment for only asmall pert of the year. 
Women constitute about one-third of the 
working population, but their share in the 
unorganised sector is much higher - nearly 
98 per cent of working wo men are in 
unorganised sector employment Children 
account for about 6 per cent of the 
workforce-aeariy 44 million children have 
to work for a living, and many of them are 



engaged in haaardopsoteupatioesfevea the 
most co nserv ati ve esti m ates placed their 
number at 0.671 otiUlon in 1981). The 
number offemale child workers too iacising, 
and almost 94 percent of them doaot attend 
school. Almost 85 per cent of women (main) 
workers and 50 per cent of male (main) 
workers are illiterate. While literacy rates 
have increased over the yean, die number 
of educated unemployed has also risen in 
both rural and urban areas. Hte health status 
of the population remains poor. Though the 
mortality tale has shown some decline, the 
health of the surviving child as well as adult 
population does not offer reasons for 
satisfaction. Nutrition levels of people below 
the poverty line are extremely low. With the 
concentration of productive assets in the 
hands of a few in both rural and urban areas, 
and employment opportunities shrinking 
further in the organised sector, an increasing 
number of people are being pushed towards 
not only unorganised sector employment 
but also towards increased dependence on 
common-pool resources for survival. 
Atrocities against women, harijans, tribals 
and other weaker sections of society too 
have risen over the yean; instances of rape, 
molestation, kidnapping, dowry deaths, and 
various other forms of criminal assaults have 
registered an unprecedented increase.’ The 
Indian state, in short, has not succeeded in 
providing for the basic needs of the people 
of India. 

What explains this undoubtedly poor state 
of welfare in India despite enormous 
exertions - legislative, administrative and 
financial - by the stale? What prevented the 
extensive welfare mechanisms - laws, 
policies and programmes of support- 
utilised by the state from satisfying the 
welfare needs of the people? Or, what went 
wrong? And, where exactly? To understand 
this, it is pertinent to take a close look-at 
the nature of state interventions and interpret 
them in terms of the experiences, perceptions 
and needs of the people themselves. Such 
analysts in the Indian context points to three 
sources -of trouble in the policy-welfare 
relationship. These are; (a) the evasive 
tendencies of state; (b) the manipulating and 
distorting capacities of powerful interests in 
both state Mid society; and (c) the anti¬ 
welfare fall-outs of other policies. A brief 
discussion of how these account for the 
prevailing state of-welfarein India is desirable 

at this point 

Evabvb ThNOONcas 

In spite of extensive intervention* in 
•various spheres, whether through social 

legislatkm or wclltee provisioning, the Indian 

JIM Hat ti) aract nm tfifiQMiy evasive 
of the needs of a huge section of society. 
Thom poorfyotganiaedandpolltionBy silent, 
in particular, fatted to acquire a significant 



pises on the weifore agenda of state. At best, 
it adopted tome symbol icgesturesof support 
towards these; and. at worst, it further 
reinforced the position of those dominating 
the existing social relations. Thus, for 
instance, through several social policies it 
sought to express its sensitivity to women's 
welfare; yet due to its own implicit gender 
bits it also evaded the question of women's 
equal rights as crucial to women’s welfare. 
Various programmes of welfare assistance 
only reinforced the dominant position of 
men within the household, for example, by 
treating them as head of the family and 
transferring assistance, whether in the form 
of productive assets or money, in the name 
of men rather than women. Even women’s 
contribution in tunning the household was 
not considered for this purpose. The practice 
of providing credit against securities also 
evaded the claims of women, most of whom 
could not qualify for it because of lack of 
control over resources. Likewise, while the 
stateenacted some social security legislation, 
by making it applicable through the 
workplace it in effect overlooked and 
undermined the needs of the large number 
of informal and unorganised sector workers, 
most of whom happened to be women.’ The 
social security claims of women who did not 
work for the market have also been evaded 
through the very definition of conditions for 
entitlement. Evasion of welfare rights 
through welfare legislation itself has also 
been characteristic ol other spheres. The 
enactment of legislation against the 
exploitation of child labour, for instance, 
could not deter this practice (especially in 
the absence of reasonable alternatives for 
survival of children and their families which 
depended on them). Yet, it denied these 
children the right to organise and fight for 
improving the conditions of work which 
they had to bear" 

The evasive tendencies of the state also 
took another from, namely, inadequate 
Icgislation/lprovisioning so characteristic of 
its welfare gestures. The meaning of social 
legislation, whether related to bonded labour, 
dowry prohibition, social security or any 
other sphere, has been evaded beyond 
recognition because of inadequate provision 
for its execution. Inadequate provisioning in 
case of the welfare programmes amounted 
to denial of welfare as a matter of right, and 
conditioned its availability on the discretion 
of implementing authorities. It was offered 
subject to the availability of provision, and 
limited availability made room for its 
discretionary evasion by those responsible 
for providing it. The adoption of the project 
approach to welfare interventions of the 
state, for benefits were concentrated on some 
area or a aeiect number of beneficiaries, 
decided on the basis of available provisions 
rather than needs or rights to welfare. Non- 
avariability became the pretext for evasion. 


There has been a third form of evasion 
too. This involved the evasion of real issues 
In favour of mere symbolic responses. 
Detailed policy planning, elaborate 
programming and even effective policy 
action took place in response to certain 
problems; and yet problems continued to 
drag on because real issues remained 
unattended Child labour, for instance, was 
sought to be abolished through legislative 
enactments; yet the compulsions which 
dictated children to work even under 
hazardous conditions were not even 
addressed for long. Women's welfare was 
addressed through a limited number of 
programmes of assistance and some 
protective legislation. The basic values of 
patriarchy, however, remained characteristic 
of the state's approach to welfare in general. 
Child survival/health programmes came to 
be symbolised by the immunisation 
programme primarily, even as onlyeight out 
of 100child deaths have reportedly been due 
to diseases covered by the programme. It has 
been repeatedly emphasised by several health 
activists and researchers that the most 
import am reason for the poor resistance of 
children to several infectious diseases is 
malnutrition, and that even immunisation is 
ineffective when achild has a low nutritional 
status.Yet. the fragmented approach of the 
state has prevented it from going beyond 
symbolic solutions. Technological fixes were 
offered to solve problems rooted in complex 
socio-economic contexts; these symbolic 
solutions, however, have fallen short of 
offering effective remedies. This has also 
been the story of women's health which is 
projected as conditioned upon her acceptance 
ot family planning - a very large part of 
health expenditure in fact have been in the 
sphere of family planning itself." 

Yet another kind of evasive tendency of 
the state which is fast taking prominence 
over all others is reflected in its inclination 
towards direct abdication of its responsibility 
for welfare in favour of cither the private 
sector or the voluntary sector. Although 
there is little doubt regarding the limited 
purchasing power and poor resource 
position of a large sect ion of the population, 
and there are no easy roads available for 
changing this, privatisation is being 
advocated on grounds of the need to fight 
inefficiency and corruption of the state 
sector. 11 Both the limitsof the market system 
to relate to the needs of the poor and 
marginalised, and the postibilities of 
inefficiency and corruption in the private 
sector, are not considered despite existing 
experiences to that effect. The voluntary 
sector is expected to fill in where theroericet 
fails, and thus lake care of the Bums inherent 
in the market-ceotred welfare model Once 
again, this reflects Htde regard for the fact 
that the voluntary sector has always been 
quite select! vein its operations both la terms 


of the areas covered and the needs addressed. 
Besides, inasmuch as the stale is inclined to 
shed its own welfare responsibilities rather 
than find better ways of managing these, 
whetherit opts forthe market or the voluntary 
sector, its withdrawal reflects a tendency 
towards evasion rather than a genuine search 
for alternatives. 

Manwui jvnon and DtsTomoN 

The second major source of trouble in the 
policy-welfare relationship is the mani¬ 
pulative and distortive cpacity of interests 
in both state and society. Welfare has been 
turned into a commodity of exchange as a 
consequence. Powerful interests in society 
who could benefit from the non- 
implementation of some social welfare 
legislation often evoked relations of 
exchange or reciprocity with state elites in 
order to ensure inaction against non- 
impiementation ofthese laws. Many private 
sector employers, for instance, privately 
admit to having made regular payments In 
relevant state functionaries for an oversight 
ofihe non-implementation of social security/ 
welfare legislation. In some cases, of course, 
this could also be done without involving 
state functionaries at all - under conditions 
of job scarcity, for : -istance, the losen readily 
admitted on papet that they did receive the 
benefits even when these were denied to 
them, simply because they needed the job. 

Welfare policies and programmes have 
also been manipulated by relatively powerful 
interests because they apprehended their 
implications for their own soda) position - 
the beneficiaries could challenge their 
domination, or refuse to work for them at 
low or nominal wst. vS. and thus become a 
source of trouble. Or, manipulation wax 
engaged in to obtain undue benefits for 
themselves: studies have indicated that in 
contexts marked by lack of organisation of 
potential beneficiaries, underserving and 
non-eligible interests captured a significant 
amount of provisions meant for poor and 
weaker sections with considerable ease, la 
certain situations, welfare, benefits went 
wrongly appropriated by the state ftm e tfon - 
aries themselves. Health foactionariet la 
some primary health centres hav e beta fcoad 
toillegally sell certain me dicin e s w h i efa wa rn 
meant for the patients who appro achaddtoto. 
There have been several coo s p la iMts tibnat 
misuse of even relief foods wttrnm to ha% 
people faced with disasters like floods, 
earthquakes, etc. In a very targe number of 
cases, even when benefits me ri te d the li^t 
people, administrative functionaries 
swallowed a part of them atoommimioafor 
ha v ing coniderod drew fsnrovnWy la the 
fust p la ce. 

reftoftTcM&csally Muffled beaefidariei 




Indira Gandhi Institute of Development Research, (IGIDR) 


Project Positions for Capacity Building 
in Environmental Decision Making 


IGIDR, an advanced research Institute established by the Reserve Bank qf India, Is taking up a 
United Nations Development Programme sponsored project 'Capacity Building for Introduction 
of Environmental Economics into Decision Making for Sustainable Development'. The focus 
of the project will be Economic Analysis of Air and Water Quality Management, Community Land 
Management, and Biodiversity. The project involves developing training materials, organising workshops 
and training sessions, interaction with stakeholders and decision makers, preparation of guidelines 
on sustainable resource management pursuing an interagency collaborative effort. 

The project offers excellent opportunity to young and dynamic persons in research, management 
and information sciences to work in an interdisciplinary environment.- Good written and oral 
communication skills are a basic requirement for ail positions. 


Positions 

Qualification 

Specialisation 

Fellow 

Ph.D/1-5 years 

Resource Economics 


Experience in the field 

Sociology, Environmental Engineering, 

» 

of Environment 

Environmental Sciences 

Biology, Agriculture 

Environmental Law 

Resource Economists 

MA/MSc/ 

Same as above 

Resource Engineers 

B.Tech 

• 


Programme Officer 

MBA/Engineering 

RAD Management 


5 years experience in 

Preferred 

• 

project management 


Information 

B.Tech/MCA 

Multimedia 

Scientist 

2-4 years experience 

Expertise 

Preferred 

Administrative 

Assistant 

Graduate, 1-2 years experience 


Secretary 

Graduate, 1-2 years 'experience 
Knowledge of DTP preferred 



The duration of the project is 30 months. Positions araPavailable at various levels and emoluments 
wfll be in the range of 50,000-1,50,000 per annum (negotiable), interested persons may apply giving 
ful details and two reference names. Those who have submitted their thesis for Ph D. but have 
not yet been awarded the doctorate may also apply. Women are strongly encouraged to apply. 

Application should reach ‘Project Office, Capacity 21, kxflra Gandhi Inetttute of Development 
Research, Qoregoon (E), Bombay 400 008. Fax: 840 2028, #mek:cap2f 0agni.emet.in. Application 
should reach within one month of the publication of this advertisement 


o f pr o g ram me s were often used at mediators 
between buyers end lelleri of tome 
provisions at the expense of the state. Thui, 
for instance, tome evaluations of the 
Integrated Rural Development Programme 
pointed out that production assets distributed 
under the programme were sometimes resold 
by the beneficiaries because they could not 
maintain them. Often, this was done at the 
instance of the distributing officials 
themselves, and the latter decided on the 
buyers too. The buyers benefited because 
assets could be obtained at prices much 
lower than the market {Mice; the involved 
officials obtained commission from both 
sides; and the loser believed it was a net- 
gain situation, for provision of assistance 
itself was perceived as conditioned upon the 
agreement to sell as suggested. The proposed 
beneficiaries were thus themselves 
manipulated todistort (be meaning of welfare 
programmes. 1 ' 

Anti-Welfare Fall-Outs of Polities 

The third significant sourcc/dimension of 
trouble in the policy-welfare relationship in 
India lies outside (he realm of what is 
traditionally considered to be welfare policy, 
especially by the welfare administration 
scholars. This relates to the anti-welfare fall¬ 
outs of various other general or specific 
policies of the stale. In many ways, these 
not only neutralised the effects of several 
welfare provisions which already existed, 
but they also accounted for the further decline 
in the state of people's welfare. To analyse 
the role of the state in relation to welfare 
only in terms of its specific welfare policies 
can therefore be quite misleading. One needs 
locxaminethewclfare-sensiUvityofiis other 
policies too. In the context of India it is 
disturbing to find that all along, slate policies, 
including so-called development policies, 
have bcencxtiemdyinscnsiti ve to the welfare 
needs of large sections of the poor, weak and 
vulnerable in society; and further, that these 
have in fact added to their hardships in 
numerous ways. A few illustrations to this 
effect may be in order here. 

As mentioned earlier, a major change in 
the agricultural policy of the Indian state in 
the mid-1960s related to the adoption of the 
green revolution strategy'. This strategy 
was justified primarily in terms of the need 
to increase fbodgrains production, which in 
turn wascoosideredessential to fight hunger. 
The use of high-yielding strains of wheat, 
chemical fertilisers, pesticides, herbicides, 
irrigation and mechanisation formed pan of 
the package for increasing production. 
Wheat production did increase quite rapidly, 
but hunger and malnutrition could not be 
abolished. On the contrary.in several regions 
the success of this strategy itself increased 
the vulnerability of the poor who lacked the 
purchasing power to obtain fine grains - 


production for the market overlooked the 
benefits ofcoarsecrop* and thereby affected 
the capacity of dire poor to feed themselves. 
Produoion of pulses, an important source 
of protein in the Indian diet, also suffered 
as a result of the increased prospects of 
profits in wheat production. Furthermore, 
this production strategy resulted in serious 
ecological and environmental damage. 14 
Ironically, every form of environmental 
degradation which resulted from the concern 
for increasing food production - soil erosion, 
water scarcity, desertification, deforestation, 
water pollution, loss of biological diversity - 
is in turn affecting the prospects of food 
availability itself. 1 ’ People are already faced 
with serious threats to life as a result of many 
perverse consequences of the green 
revolution in certain regions. 14 Not that these 
problems have been peculiar to India.* But 
many aspects of indigenous systems of 
production which had positive social and 
environmental implications were not even 
considered by policy-makers, eager to follow 
the road travelled by others. 1 ’ Many anti¬ 
welfare implications of the policy could 
have been avoided if a careful appraisal of 
the local contexts was made before rushing 
in any specific directions. 

As another instance of policies with 
negati ve i replications for the state of people's 
welfare, one may mention the forest policy 
pursued by the Indian state till very recently. 
As a consequence of this, despite all its 
proclaimed concern for scientific forestry, 
the state failed to use scientific knowledge 
for anything but promotion of commercial 
interests. State support for clear-felling of 
forests and plantation of commercial and 
industrial species, us subsidisation of the 
exploitation of commercial and industrial 
interests, and its unwillingness to protect the 
.rights ol poor forest-dependent forest- 
dwellers. all added to the hardships or the 
latter." These policies adversely affected 
not only the availability of food items and 
medicinal herbs but also fuel-wood and water, 
all crucial for the survival of poor forest 
people who could not afford to depend on 
the market for the purpose of meeting these 
needs." Women have been the worst victims 
of this crisis, for traditionally cooking and 
fetching water are women's responsibility - 
now they needed to walk long distances, 
sometimes miles together, in order to meet 
these needs, thanks to the negative fall-outs 
of forest policies.* Changes in forest policy 
proposed recently arc likely to add to the 
misery of the poor and marginalised forest- 
dwcllera. 

Several other anti-welfare policies 
promoted in the name of development - of 
agriculture, industry, forestry, tourism, 
exports - too have not only neutralised the 
effect of much welfare provisioning hut also 
contributed to further decline in the Jiving 
conditions of peopie ar large. Most of these 


indeed benefited a small elite but also 
qualified in official evaluations as 
achievements. The displacement of large 
numbers of people, mostly poor, for 
promoting various development projects, 
especially irrigation and power projects, 
without ever attempting to rehabilitate them, 
created, not answered, welfare problems for 
them.’ 1 The promotion of water-intensive 
commercial crops through state support,even 
in areas where water scarcity could affect 
the drinking water supply, implied hardships 
for the people at large, though increased 
profits for commercial farmers and 
sometimes increased export earnings for the 
state. The policy-induced droughts and floods 
in several regions have only worsened the 
state of the poor and even forced them to 
migrate to urban areas, thereby subjecting 
them to unhealthy conditions of life in urban 
slums, invariably marked by an implicit 
denial of a meaningful socio-cultural 
existence too. An increased incidence of 
labour displacement due to increased 
mechanisation of agriculture, especially in 
the absence of any other employment 
opportunities; (he displacement of numerous 
traditional handloom weavers on account of 
state support to textile mills: the destruction 
of several village handicrafts - either because 
of the diversion of taw material towards 
other urban/indui'na) consumers or became 
of the capture of markets by industrial 
goods; and the disruption of village-baaed 
economics without creating any meaningful 
alternatives, too. have generated similar 
pressures. State policies have played a very 
significant role in all these processes. 8 

Many of the state policies have not only 
sustained but also furthered gender, caste' 
and class based ineoualities by worsening 
the state e f those at the weaker end of the 
relationship. These patterns of decline of 
welfare of the poor, weak and marginalised 
are likely to be furthered as a result of the 
recent policy of structural adjustment, for 
despite all talk of 'adjustment with a human 
face’, state support is clearly being 
withdrawn, not strengthened. Exp en dit u re 
cuts and the swift dismantling of welfare 
provisions, however unsatisfactory their 
present status might have been, will only 
have numerous extremely anti-welfare fill- 
outs. As is already evident from the 
experiences of several African nod Latin 
American countries, neither the tacmaaad 
freedom of the market, nor mere drlrgptlna 
of welfare responsibilities to the vofcMMy 
sector, have actually helped the came of 
welfare.-' Even if there have been probl ems 
with state revolvement in the sphere of 
welfare, to suggest state withdrawal as hi 
solution will bq the wont option in the 
prevailing realities of India. 

White the ahove discussion tmdmWawl 
the three motor points of trouble in the 
pobcy-welfare retatwnship in Indte-w*. 



the persistent evasion of policies which may 
address the genuine needs of the powerless, 
the excessive accommodation of the power 
elites through frequent manipulation and 
distortion of policies, and the burden of 
perverse effects of policies in general falling 
on the already deprived and marginalised - 
it is important to emphasise that these 
themselves need to be understood in terms 
of the conditions which permitted their 
emergence in the first place. Two dominant 
tendencies are noteworthy in the explanatory 
exercises currently in vogue: one, to lay 
blame on the weak resources position of the 
state: two, to point to the poverty of policy- 
analysis. While the former is more 
characteristic of policy-makers' own 
explanations, the latter is generally offered 
by policy analysts and policy evaluators. 
There indeed is an element of truth in both 
(he explanations; both are also somewhat 
related - weak analysis only worsens a weak 
resources position and lack of resources 
limits the scope for extensive analysis being 
carried out before policy-making. These, 
however, are at best partial explanations: at 
their worst these turn out to be only 
superficial, rationalisingexercises. providing 
justifications for the policy choices already 
made or avoided for various reasons. 

Lack of resources, for instance, is readily 
offered as the reason for certain needs 
remaining unattended. Yet. it remains a hard 
fact that evasion involves a choice over 
pattern of resource-spending too; the pattern 
of prioritisation of resource spending cannot 
be explained simply in terms of resource 
scarcity. How resources are spent in certain 
directions and not others remain unexplained. 
Likewise, the failure of analysis may be 
offered as a convincing reason for negative 
fall-outs of policies; yet. it is not difficult 
to see that the negative outcomes of policies 
we not always unanticipated, and far more 
disturbing is the fact that these arc sometimes 
deliberately not accounted for-analysis 
itself is used to suppress them. Even 
manipulation and distortion are at times 
discreetly buih into the framework of policy 
through analysis rather than its failure. 

Far more significant than to look for 
meanings in these explanations, then, is the 
need to find their reasons themselves, The 
most plausible reasons in the Indian context 
appear to He in the realm of power relations. 
TV framework of policy analysis as well 
as the nature of resource-mobilisation/ 
spending patterns themselves are very much 
conditioned by these. It is pertinent therefore 
10 place the policy-welfare troubles alongside 
the nature of state power and its relationship 
to (a) other power centres in society; (b) the 
powers which lie beyond the jurisdiction of 
state, and (c) those without any power worth 
, the name. 

As mentioned earlier, the adoption of a 
dem o cr a ti c framework of polity created a 


political basis for state concern for welfare 
in India. Renewal of support duringdections 
was perceived by policy-makers to depend 
on the nature of policies they would adopt. 
The conflicting demands and possibilities 
generated by the capitalist-feudal context of 
operating thisdemocracy, however, exposed 
the state elites to contrary pressures and 
demands for accommodative policies. The 
possibilities of exchange built wound the 
powerof those who dominated the framework 
of socio-economic relations enabled them to 
collect rent on authority by accommodating 
thosein a position to enter exchange relations. 
The exercise of power and policy became 
heavily inclined towards accommodating 
the power elites in society-both policy 
evasion and policy manipulation and 
distortion in implementation spaces became 
characteristic features of the policy process. 

This had serious negative implications for 
the less vocal, less organised, weak and 
marginalised sections of Indian society. 
Policies adopted in the name of welfare 
remained only symbolic and ineffective 
primarily because of the organisational 
weak ness of those without social or economic 
power. The latter's lack of organisation, 
politicisation, demand-making as well as 
poor capacity to have access to those in 
authority itself, enabled the power elites to 
strengthen their position further and capture 
policy benefits beyond any justifiableextem. 
For the same reason, as and when some of 
(hem could overcome these constraining 
factors and increase the political costs of 
evasion of their claims by the policy-makers, 
their capcity to weaken the relative policy- 
welfare linkage improved considerably. 

This indeed provides grounds for hope 
as far as providing welfare through state 
policy is concerned; yet the meanings of 
(his evidence for welfare possibilities 
cannot be exaggerated. Certain factors 
which characterise the prevailing politico- 
economic context seriously constrain the 
capacity of the resource-poor to effectively 
intervene. For one thing, the exercise of 
power in (he existing framework is so 
•shrouded in mystery that often it becomes 
apparent long after its implications are 
already a fact, thereby limiting the 
possibilities for timely intervention or 
participation by people lacking access to 
those in power, even when they are relatively 
more organised and vocal. F# another, the 
centralised nature of policy-making activity 
lends complexity to the policy process, 
making genuine participation not simply 
costly but almost impossible for those who 
live on the margins of survival, except, of 
course, when survival itself la at Make. 

Of late, the role of exogenous forces, such 
as the multilateral aid agencies, in policy¬ 
making has alio increased considerably, 
adding further to the constraints on 
participation which confront the powerless 


in society. The dectintng au tonomy ofpoHcy- 
makers itself has widened the Mams between 
people and the policy process and made 
policy increasingly insensitive to welfare 
concerns. All this only implies that although 
the poasibiHties for strengthening the policy- 
welfare relationship are conditional upon 
the extent to which social relations themselves 
are altered, the scope for a change in this 
regard cannot be defined irrespective of the 
framework of political power itself. Given 
this framework of power and powerlessness, 
and given the extreme forms of deprivation 
and dependence experienced by a large 
section of the Indian people, the question 
which cries for an answer is; can something 
possibly be done about the welfare needs of 
the powerless? And is it possible to do this 
within the framework of the existing model 
of welfare? Or, do we need an alternative 
model of welfare? 

in 

Welfare Reconsidered: 

Alternatives and Continuities 

As his been discussed above, state 
policies have attempted to answer some of 
the immediate needs of people through 
various gestures of support or regulation - 
eliare legislation in India has grown 
considerably and welfare schemes have 
multiplied too. Itisquitedisturbing, however, 
that not only have the needs of the most 
needy remained largely evaded, they have 
also borne the brunt of the negative fail-outs 
of several other policies of the state. Worse 
still, most benefits of policies, including 
those of several welfare policies, have 
disproportionately been captured by 
powerful interest* in both state and society. 
The positive effects of welfare policies and 
programmes have been only marginal, 
especially when assessed in terms of their 
expected results from the viewpoint of the 
powcrlessand marginalised in society. And 
yet this end-result cannot be taken to suggest 
that these interventions can be dispensed 
with, or that the state can withdraw in 
favour of either the market or voluntary 
sector welfare agencies. Both these 
alternatives to state intervention, as has 
been emphasised earlier, have limitations 
in the context of countries like India where 
the sheer magnitude and scale of welfare 
problems itself is immense. 

What then is the possibility for arresting 
the decline in people’s welfare and 
contributing to its promotion in these 
contexts? Do we not need to explore the 
possibilities of an alternative watfeeaodei? 
A model which is at once more promising 
and leu symbolic, more egalitarian and less 
discriminating, more humane and less 
alienating, more tasting and le u ephe m eral? 
W h a t s ho uld b e the fta w es uoffcaiidelements 
of such a model? 



On die befit of the study of the Indian 
context, a throe-dtmemional alternative 
model of welfare it proposed here for 
consideration. Inasmuch at most third work! 
countries share similar historical contexts 
and are faced with timilar problems and 
possibilities as India, this model may he of 
some relevance to these too; its specifics, 
of course, will differ with their respective 
specificities. Since the major reasons for 
policy-welfare delinking in India lie in the 
realm of power relations, it is imperative that 
alternatives are worked out in this domain 
itself. The prevailing nexus between power 
and state authority needs to be challenged 
much as the social and economic processes 
which protect and promote exploitative 
relations in society need to be questioned 
and cfenied space for growth. Since these 
relations ate sustained and furthered by the 
very model of development which is being 
promoted, a change in this respect is crucial 
to the possibilities for welfare. The alternative 
model, so to say. will imply a three- 
dimensional shift towards a people-centred 
welfare. The three major constitutive 
elements of this shift ought to be: 
sustainability, participative content and 
autonomy. All three of these arc quite 
interrelated and interdependent. These also 
imply a major break with the pattern of 
policies currently being pursued. 

The centralelement of the proposed model 
of welfare is its sustainability. Concerns for 
sustainability presuppose the need for 
reconceptualisation of welfare outside the 
framework of the western model of develop¬ 
ment. Welfare needs to be conceptualised 
not only in terms of its capacity to respond 

to the basic needs of people in the immediate. 

or even simply in terms ol its redistributive 
capacities. Both these arc essential yet 
insufficient for coping with the problems of 
welfare. Welfare must be worked out in 
terms of sustainable pattemsof development. 
U is not just management of residual 
problems, for such problems would go on 
increasing if the pattern of development 
iuelf is unsustainable. It implies management 
of natural resources and organisation ol 
production structures and relationships in 
way* which ensure a fair distribution of 
income, power and opportunities, and which 
have minimum negative implications for t he 
immediate environment and its long-term 
carrying capacity. This will necessitate a 
shift away from the market-oriented. 

production Mid proTil-miximising strategics 

of growth 1 * towards a more sustainable 
pattern of naiual resource utilisation on the 
one hand, and a concern for avoiding the 
anti-welfare fall-outs of production and 
consumption patterns, and, where necessary. 
altering there to save the environment es 
wed the likely victim* of its decay, on the 
other. Only then can welfare itself become 
a sustainable proposition. 


Second, this model of sustaineWe welfare 
must make space for people’s participation 
in the very realisation of their own welfare. 
This, however, is not a proposal for 
withdrawal of the state in order to let people 
take care of their needs individually - either 
through the market or at the household level. 
Rather, this is a plea for adopting a more 
integrated and participative approach to 
development, one which not only integrates 
people with the benefits which may flow 
from it but also enables them to participate 
in determining the very nature of these 
benefits. This will involve the planning of 
development needs as well as decisions 
regarding ways of their realisation taking 
shape with active participation of people 
themselves. Further, this will mean close 
involvement of people in the process of 
realising these, as well as an equitable sharing 
of benefits. This is not an ideal-type situation 
which cannot be realised. There have been 
some very reassuring instances of 
participatory management of local resources 
by local people leading to marked 
improvements in the slate of people's welfare 
in the area. Sukhomajri. Seed. Raiegan Skkfiii 
are some such areas where people's 
participation in the management of local 
forests and water resources further 
strengthened their capacity to handle other 
local problems, and thus resulted in marked 
changes in their living conditions. 15 There 
have been numerous other not so widely 
known yet very effective exercises in 
participatory management, especially of 
common property resources, in several local 
contexts. Strengthening participatory spaces 
to enable people to take active interest in. 
and make valuable contributions u>. resolving 
their problems of welfare in a collective 
exercise is essential to attain the objective 
of sustainable welfare. 

Third, this model of sustainable welfare 
has to be, as far as possible, self-supporting 
rather than dependent on exogenous support. 
An important requisite for securing welfare 
for the people in third work! countries in fact 
will be to reduce their linkages with global 
economy. For. invariably, as experience 
shows, it subjects them to exploitative 
conditions of unequal terms of exchange, on 
the one hand, and painful conditionalities 
attached to foreign assi stance offered to them, 
on the other. Welfare states in the west no 
doubt benefited immensely in the course of 
their economic development from the very 
fact of their linkages with other economies; 
but if is too wdl known to need elaboration 
here that their location in that context - not 
only economic but also political - was 
extremely favourable to them. Some of them 
also had colonies to exploit in their own 
interest. Most thud world countries, on the 
contrary, have themed ves been colonies (or 
long. During the period of colonial 
domination (heir ec o nomi c* were invariably 


restructured to suit their rulers, a fact of 
history which left its imprint on their post- 
cokmiat status. Not only did most of these 
experience the violent disruption of their 
indigenous management systems; most of 
these were also reduced to a position of 
dependence in the global economy. The 
weak and subordinate position of these 
countries continues to characterise their 
economic relations with the industrialised 
world; but worse, in most cases, it has also 
affected their political autonomy, forcing 
them to take decisions which conflict with 
the welfare needs of their own people. 1 * 
Without coming out of this scenario of 
dependence, these states will find it 
increasingly hard to resist outside pressures 
for pursuing policies which may have 
negative implications for people’s welfare. 

In the emerging global context, with 
structural adjustment policies being forced 
down the throats of third world countries, 
the latter will invariably end up bearing the 
costs of welfare in the developed world 
while sacrificing the welfare needs of their 
own people. 1 ’ Any search for alternative 
welfare models, therefore, must address the 
question of the contradictory relstiooship of 
welfare needs of people in unequal exchange 

contexts. 

All three elements of the alternative 
welfare model suggested in this paper- 
sustainability. participative content and 
autonomy - being interrelated must be 
attempted simultaneously. Since these 
elements imply a major change in prevailing 
socio-economic structures as well as political 
processes, and these will have far-reaching 
implications for existing power equations, 
it will not be easy to make space for them. 

A beginning can. however, be made by 
initiating an alternative discourse-not only 
in academic circles but hi the wider public 
domain. Evolving shernativeswhkh are act 
meant to be centrally directed, and which 
involve an active rote for pcoptet h ema d vaa. 
is bound to be liroc-c on su min g; but that 
cannot beabarisforthch rejection. Especially 
so. when existing approaches have thrown 
up some paradoxes which abo suggest their 
inherent limitations in answering the needa 
of the most needy in third world countri es 
like India. 

Since this model cannot be lim pl y 
instituted from above, and since K wW take 
tome time before it emerges as an effective 
answer tothe wetfareqaestmw.it nmmmkj 
important that state provisioning of ertftre 
is not disrupted suddenly. The already 
accumulated needs of welfare, p rim a ril y 
beceureofthc so- ca l l e d devete p —mpoWm 
which abruptly destroyed local amaapemom 
systems as well as traditional coping 
mechanisms, do not warrant wcha WaptiB 
alternatives are actually worked out. A re¬ 
orientation of poHcses id serve dm needs of 
me mmm Ml on pww 



will be essential to prevent further decline 
of the welfare of the powerless in the 
prevailing state of relations. Yet, its 
possibilities depend on the very state of 
power relations themselves. Strengthening 
of the public domain therefore is both the 
condition and essence of the alternative 
welfare model. Any challenge to existing 
power equations can emerge only in this 
domain and any possibilities of welfare of 
the people remain conditional upon the 
strength and autonomy of this domain too: 
this basic truth about welfare must not be 
forgotten. 
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Displacement and Rehabilitation 

Some Points towards Changing Course of 
Current Thinking 

Jai Sen 


N my paper on the draft national 
rehabilitation policy, which was published 
in an abridged version in EPW (February 4) 
Vre is one vital point of emphasis and a 
ew crucial points of substance which 
unfortunately were left out. I would like to 
xipg these forward now and alio relate them 
to some subsequent developments 
The main thesis of my original paper was 
that what we need in India today is not 
merely a national ‘rehabilitation' policy but 
a national displacement policy (of which 
»licy on rehabilitation would be only one 
pari); accordingly, the title of my paper as 
submitted was ‘Beyond Mere Rehabilitation: 
Towards a Nat tonal Displacement Policy*. 
My intention was to argue that moving 
towards merely a rehabilitation policy is not 
only inadequate but incorrect, and to propose 
a change of course in the discourse that is 
taking place. Although this central thesis of 
mine does appear in the text as published, 
what has got left out - almost entirely, from 
wherever it appeared - is the theoretical and 
strategic reasoning for it, in terms of state 
power, the result is that the ‘thesis' appears 
only as a small and truncated point, almost 
passingly. Moreover, what also has been 
omitted are certain crucial related points of 
historical backdrop, against which I argued 
for a shift of approach. 

The basic argument of my paper is that 
we should not merely talking atouf reha¬ 
bilitation'; the questions that are involved in 
what has been called ‘displacement' are far 
larger and far more fundamental. The key 
question in this is that of the existence of 
so far almost unbridled state power, and the 
need for a strategy that can bridle the state, 
empower ordinary people and civil society, 
and yet leave intact a state as envisioned in 
the constitution - that acts on behaf of the 
xople, not against them or only for certain 
sections. The situation that exists today is 
one in which huge numbers in the 
country - supposedly ‘citixens' with rights - 
have been uprooted and made refugees in 
their own homes by the state in the cause 
of so-called 'national development', at the 
same scale as virtual whole nugor nations 
being erased. Especially given the reality 
that the vast majority of the victims of this 
voces# have consistently been sdivasis and 
dalits (as per figures given in the paper), and 
the beneficiaries have equally been middle 
«d upper casus and classes, the comparison 
with ethnic warfare and genocide in other 

urtaoftlap world ia not entirely out of place. 
(lpaarinjlynMgnaliiriatermforthii-;dcvc- 

apmmt maws' - which was also omitted.) 
tor 1 -’' ‘ the state u armed 


such crimes with virtual impunity and over 
many decades despite countless protests by 
the victims, it seems clear that there is a 
burning need for a policy which not merely 
attempts to address some of the ‘problems' 
that are caused but which defines the very 
relationship of state and citizens in such 
encounters and which sets the limits of the 
state’s powers, just as in ail other areas 
where fundamental rights are involved. 
Though this was not specified as such in 
my paper, my argument is that it is also clear 
from the history of administration as well 
as of litigation and jurisprudence in the 
area - of ousices desperately seeking some 
justice - that what is needed is a new concept, 
a new organising principle of society, under 
which displacement, if it is to be allowed 
at all. can take place. 

My paper attempted to define and outline 
this principle. It proposed that the first step 
towards this must be the declaration by the 
state of its policy in regard to displacement. 
The second step 1 proposed was the inclusion 
within such a displacement policy of an idea 
that has been formulated by tire National 
Campaign for Housing Rights and put 
forward in 1992. on the basis of wide debate 
in the years before that: that every woman, 
man. and community in the country has the 
fundamental right to a place to live in security 
and dignity (along with certain other 
attendant clauses). While the latter part was 
published, the former part, outlining why 
this is required, and the issues involved, was 
unfortunately omitted, making it bodiless. 

What was also omitted was the strategic 
perspective within which this idea was put 
forward. The resultant sum of my argument 
is not that ‘all displacement can be stopped'. 
It should not be mistaken for this (as it too 
often is - as some kind of vague notion by 
impractical idealists). Rather, what is being 
argued is that a challenge must be placed 
to the idea of eminent domain, to bridle and 
civilise the process of 'development' by 
putting in place a countervailing idea: the 
right, and (as the NCHR has effectively 
formulated it) the freedom, of citizens to live 
in security aid dignity. The precise wording 
and formulation of this idea needs much 
more debate, and the NCHR has made souse 
fitful (and unfortunately inadequate) attempts 
towards this after 1992; but what is important 
at this stage is the need for a dear counter¬ 
vailing idea (ndpriadfrie. Without MsJargue 
that we can make no ground - and that the 
violent chiid of rtrratopmeer that haa been 
given the gentle name 'dupiaccraant' win 
continue to grow anddevour us* as indeed 
the g overnment's own draft policy piwniaes 


There was however a third pan of this 
concept that was also omitted, and which is 
also vital - the backdrop of thinking in tins 
area, both within government and within 
some leading sections of civil society - and 
which needs rethinking. It isquite dear from 
the wording of the government's draft 
rehabilitation policy (of 1994) that it has not 
ohly drawn inspiration but also concepts and 
paragraphs from an initiative taken by an 
informal body called the 'National Working 
Group on Displacement' in 1987-88, which 
drafted a ‘A Draft National Policy on 
Developmental Resettlement of Project- 
Affected Persons’.' As the title of this 
document itself makes obvious, its focus 
was on the resettlement aspects of 
displacement (and even if the group’s own 
name pin the focus on displacement); and 
this is precisely what the government's policy 
is also about. 

On the one hand, it is of course significant 
and even welcome (perhaps at many levels) 
that the government has been so inspired and 
influenced by this initiative from civil society, 
that it would choose to lift not only whole 
sections but also adopt the basic thrust it 
is only curious aid unclear Him it has chosen 
to not recognise this in a document where 
it has otherwise openly recognised another 
non-governmental source. Walter Fernandes. 
On the other hand, wtm is fa more signifi ca nt 
is the implication of the idea on whidt there 
seems to be convergence. For it must be 
understood as being not merely at agreement 
that the focus of policy should be on 
resettlement, but - by viitueof no argument 
to the contrary - there is also at implicit 
acceptance of the inevitability of 
displacement; and in Oothdosuments, though 
the violence and trauma of displacement Is 
lamented and deplored, there is no attempt 
to fight displacement itself nor to articulate 
how to address this enormous societal 
question. Without such a strategic 
perspective, I hold that all are arc doing is 
dealing ineffectually with toe symptoms, 
and not even beginning to look a the cause. 

As the second and totally unpu blished part 
of my original paper showed, this approach 
also largely condones to be the thinfciaf of 
some influential sections even today, sach 
as of the c o nve no r of a national wosfc sh op 
on the draft policy held toDcAHuMremy. 
Walter F ernan des It was far this reason 
thru my paper, which was prepared for tire 

cess, was also an «nmpt to map out tire 
terrain and the a pp ro a ch homg taken hatii 
within government red vrititin civil socimy, 

IMefTOfMC OUT OWt w/QNUBk MO IB 

pm forward mi afcemative. to toot, the 
strategy proposed by thia school of ihinUng 
is re te nti i Hy the saaaa at that Wdmato 
tire 1 9W d ocu m en t. One ttaeftti farther Mae 

tire right of tooee taring displaced - anti mu 
marchf a privilege — and that conaaguentiy 
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terms or compensation and rehabilitation, 
including of livelihood) should be built into 
the project. Although the idea as such is not 
new (and even the World Bank largely takes 
this position, at least in formal terms), what 
is useful is the perspective that acceptance 
of these costs as internal to projects and not 
as externalities may make some projects 
uneconomic - and therefore, or so it is 
argued, render them unimplementable. The 
proponents argue that this realisation would 
automatically lead to many projects not being 
taken up, alternatives being explored, and 
displacement being thereby reduced. 

Aside from its fervent belief in economics, 
and what I believe to be its naive assumption 
that it is economics alone that governs 
whether a project will go ahead, this is not 
adisagreeable proposition; but its other great 
weakness - if indeed, displacement is our 
concern - is that it is far too limited and does 
not even begin to address the fundamental 
question of the virtually unlimited state 
power that is responsible. This, despite all 
the new developments that have taken place 
since 1988; the very significant growth of 
popular movements in the country 
demanding that it is displacement that must 
stop (and if necessary, projects stop if this 
and environmental destruction are the 
costs); and the very substantial support 
now generated for this position within the 
press, the scientific community, and other 
sections of civil society, within the country 
and internationally; which is a phenomenon 
that even the government's draft recognises. 

In the time since the publication of the 
article, the national meeting mentioned above 
has also taken place (February 17-19. in 
New Delhi). Weil over 100 people attended, 
from many states and many from local 
movements; though some were also 
significantly absent. While my paper had 
been circulated (in its full version) ahead of 
time-at least one copy each to state 
convenors for local circulation - it was the 
first formal occasion for this set of ideas to 
meet the existing dominant school of thought; 
in a sense, for the two schools to meet. 
Though not entirely a surprise, given the 
history of movement that has taken place in 
the country over the past some years, it 
turned out that there was in fact a very strong 

measure of agreement on the need today for 
a displacement policy, not merely a 
nbbbilitationpoHcy.ManyofOie movement 
groups, in particular, spoke strongly for this. 
This very clear consensus was also 
summarised as such by, among others, Smuu 
Kothtri of Lokayan. in his capacity as chair 
of one of the sessions; and this assumes 
small additional significance since he was 
the co-convenor of the National Wotting 
Gnwpon Displacement that drafted the 1988 
document. Given this, it can only be said 
to be 'unfortunate' that foe statement of 
coadusfonpof the meeting a-, subsequently 
circulated by the convenor of the meeting, 
though giving a him of this consensus, 
avoids completely spelling it out as such: 
and as a whole, is fuzzy and hiurrad in what 
it says.* Perha p s foil is inevitable, when two 
■schools meet, faw where o ne is the convenor. 


tjivenjhis, but even more given fom people 
who are now very prominent in foe struggle 
against displacement in foe country were 
involved in the. 1988 exercise - such es 
Med ha Patkar of foe Narmada Bachao 
Andoian (then not yet formed), who was foe 
other co-convenor, and Girish Patel, of (he 
Lok Adhiktr Sangh and lawyer for the NBA, 
among others - it is vital that this debate 
continue and that they (since they were not 
at the Delhi meeting) also take positions on 
this matter of strategy and principle. While 
the 1988 document may have reflected their 
analysis at that time, it is difficult to reconcile 
it with their positions today, and since it it 
in some ways the basis also for foe 
government’s policy, a further round of open 
debate is essential. The moment is also vital: 
the government is clearly-for the time 
being - on the defensive about the violence 
that foe Indian state has committed on its 
people, even if for itsown reasons of wanting 
foreign approval and investment; and there 
also seem to be dements within government 
who are sympathetic of another point of view. 

TheNCHRhadia 1988 itself-in response 
toadraft received for comments - raised foe 
question to the National Working Group on 
Displacement that there needed to be more 
clear formulations in its paper on the very 
possibility of displacement and also an 
attempt at making proposals for how to 
limit this. There was no specific response. 
More recently, Smitu Kothari, in his paper 
for the Delhi meeting, dismissed my 
characterisation of the NWGD's position as 
a ‘'misreading”.' But this is patently not so. 
from even the title of the document, as well 
as its content which while it certainly 
discusses displacement, makes no proposals 
at all as to how this should be addressed, 
its proposals are limited to very detailed 
formulations on how whai it calls ‘develop¬ 
mental resettlement’ should lake place. 4 

In the situation in which we are today, it 
is vital that we take stock and move on. 
Movements in foe country have moved on 
a great deal since 1988; the NBA itself 
emerged only after that, but also so many 
other movements have taken shape, such as 
around the Netarhat firing range. It is vital 
that civil society re-think its earlier positions 
as necessary and attempt to faithfully reflect 
the state of thinking and strategy in 
movements today; and in particular, to 
address not merely foe symptoms but also 
the cause, and not merely indirectly, such 
as by using economics, but also directly, in 
terms of fundamental principles. 

Finally, there is one other omitted point 
which I fed needs to be also mentioned. This 
is the need for inhiatfog a process of historical 
redraw! - of rafeS3fl|g wrongs committed 
against those dfljftbap by foe Indian stale, 
i e. by dennitidbf^e independence. The 
argument I made tn my paper was that if 
indeed we are collectively beginning to 
recognise and realise at all levels, including 
in government (as shown in its draft policy 
paper), that displacement is a violation of 
peupte s most fundamental rights, then surely 
wc need alio to specifically and materially 
recognise foe pnee paid by foe two to five 


Ovi® o* people wiig QBvoijpreflnr c" 
country rincc Independe n ce ; aspe ci eflygb 
foe facts presented in my peper which sh< 
thatfois violence of maM ero tapment has bt 
directed very largely against atfivaris , 
dalits. It would surely be nothing less 
a grosshistorica) injustice, end gross imn 
rality, for foe country to turn away from 
and try only to build principles foefoe futu 
I buttressed this argument by citing 
fact that processes of such tedressal are n 
starting in certain other parts of foe wot 
where the same or similar crimes have b« 
committed by colonisers against indigent 
peoples. Within our own context, as oth 
have written much before me, what else' 
our process of ‘national devetoment* be 
if not an appropriation of ‘the nation’ - 
foe state by dominant castes and classes,: 
if not colonisation - albeit ‘internal’? 5 Sir 
writing and submitting my paper, 1 h 
teamed - not entirely to my surprise -1 
this idea is by no means original, and t 
discussions on similar lines have sires 
been taking place in committees appoin 
by government (such as (he tribid 1st 
committee headed by Roy Burman). and t 
some state governments have already tai 
positions. I do not underestimate 
underemphasise the difficulties of sucl 
task; but that surely cannot be foe a 
criterion. This surely must be oneof foe m 
fundamental tasks for civil society in - 
country - to take the initiative towards 
full recognition of the society that we are, 
the basis of a full account of our recent pi 

Notes 

1 The NWG’s proposals contained in ‘A Di 
Notional Pobcy on Developmental Reae 
ement of Project-Affected People', w 
perhaps published Tint in hnkuytm Bulk 
sometime in 1988. and then subsequently 
printed in Walter Fernandes and Enak 
Oanguly-Thukral (eds). Developmt 
Displacement and Rehabilitation: lusts 
a National Debate. Indian Social Instill 
New DeOd. pp 104-34. 

2 Anon. February 1995. 'Response of 
Participants of tec National Workshop on 
Rehabilitation Policy*, February 17-19.1( 
to the ‘Draft Rehabilitation Policies of 
Govern mentoflndu'. mi meo. (995. Avails 
from Waller Fernandes, Indian Social Instill 
10, Lodi huthntional Area, New DdM 110' 
Since this appears to be the only document I 
emerged from tee nattontd mealing, just v 
the report of the meeting was termer 
'response' is not clear to me. 

3 Smtin Kothari. ' De v el op me n ta l D is p lacam 

and Official Policies: A Critical Revie 
prepared for tee Workshop on the Natio 
Rehabilitation Policy, Indian Social laMitt 
Febr uary 17-19 . 1995. __ 

It is interesting id note tee ptugnessicMi 
terminology, front 'developmental reset 

s^smL^weai 

mem m moi viiuuvWNMtw 
d ispla c em e n t’ te foe 1993 eon. 

4 As in note I. p 113 ff. 

5 See, for in sta nce. Saajay Sang vat.' “Natte 
KatteMdsm”. and Mega Projects'. Bamm 
and Mitkal Weekly March S, 1994. 
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Economic Reform and 1993-96 Budget 

The case for planning emerges strongly in the contemporary world of vastly 
enhanced mobility of finance capital not so much because within a given universe 
planning is superior to the market, but as a mechanism for changing the universe 
of decision-making. Globalisation in the era of financial mobility dooms . 
economies like ours lo a perennial state of low and highly unstable growth. 993 
A major objective of the economic reform programme is to make the country more 
attractive to transnational corporations (TNCs) and to induce them to invest more 
in India. How are the TNCs respondi n g to the new policies? Are they investing 
primarily for the export market or for the domestic market? What are the 
prospects for export-oriented foreign investment? 999 While any framework to 
appraise the structural adjustment programme should work with macro-economic 
categories of demand and supply, it should in co rpor a te the structural features of 
the Indian economy, focus on the decisions of the finm over the medium-run md 
be capable of analysing the effects of macro-economic policies on growth. 1113 
Existing estimation procedures are likely lo overestimate household saving and, in 
turn, overall domestic saving. Two principal sources of o v ere s t i mation are 
portfolio investment by Fils and private transfers from abroad, till With the 
long-awaited signs of industrial revival, the pest year has given rise to new 
expectations. If these prove right and the tempo of industrial growth is sustained, 
the economy would have entered a new phase of development and that would 
bring new problems. Erstwhile solutions are unlikely to be effective in the new 
scenario. 1643 The Indian economy is increasingly beset with instability — in 
the external account, the budget and with regard to demand factors. At the same 
time, policy-makers are losing control of the economy. This is a dangerous 
combination since instability may lie dormant and mam test itself when triggered 
off; and with policy instruments blunted, it may get out of hand quickly. 1M 
Contrary to the basic tenet of current fiscal policy, there is substantial scope for 
raising public investment without adding to inflationary pressures. Such 
investment would in fact raise the overall saving ratio of the economy and reduce 
the invcstmcnl-savmg gap in the public sector. Also missing in the budgetary 
measures is a rational system of tariffs, taxes and subsidies based on 
considerations of both comparative advantage in production and comparative 
' benefits from domestic absorption of goods and services. 1661 To attempt to 
control the economy by targeting certain so-caiied ‘fundamentals', prominent 
among them the fiscal deficit, appears to be wildly ambitious in the light of the 
recent experience. In any case, no real fiscal ’correction' has occurred, lb cm the 
deficit by restraining the growth of capital expenditure md to call this ‘fiscal \ 
prudence’ reveals an Orwellian imagination. 1667 Recent tmdgetar y policy hail 
led to a significant decline in investment and saving and yet failed so stent the 
inflationary spiral let loose since the late 1980s. The 1993-96 budget repres e n t s a 
continuation of this policy. 1672 The focus being on the external payment crisis, 
there has been lets awareness of the fact that there is an equally critical situation in 
respect of internal payments; in fact the situation today is w*me than it was four 
yean ago. The 1995-96 budget marks a continuation of the slide down. 

967 The weak spots in the ecooomy are not just the fiscal deficit, inflation and 
infrastructure, but also the decline in saving and investment rates, the real 
appreciation of the rupee and the in creas ed debt servicing, about all of which the 
1995-96 budget is silent. .The tax reforms also do not stand (idly vin di ca te d and 
the changing composition of government expendit u re has deleterious 
consequences for the long-run growth of the economy. 1679 The feasibility of 
the targets of fiscal deficit and output and e mp loyment growth imtaaed or 
implied in the 199^-96 budget are questionable The puzzle of failing saving and 
in ves tm en t with rising output also calls tar deeper probing 166S The 1995-96 
budget has hole lo cheer those who seek to bring about anqjor changes either in Mm 
mariieting arrangements or institutional structures for pricing arid distribution m 
agriculture. Failure to address the reforms needed in agriculture may indeed 
become the drag ox the overall reform process. 1619 The economic reforms 
have been content to treat social expene fo ne s as a res id ual They have bpc* 
’ p rotected' in a minimal aeoae fat the 1995-96 budget, but no amesupt hat both 
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Policy Analysis Program: Call For Proposals 


The Center for Institutional Reform and die Informal Sector (IRIS) at the University 

of Maryland, in collaboration with the National Institute of Public Finance and 

Policy (NIPFP), New Delhi, is seeking proposals for its policy analysis program in 
% 

areas relevant to policy formulation and economic reforms in India. 

The program supports policy analysis in the following five areas: (1) Governance 
and Economic Development, (2) Agricultural Parastatals, (3) Public Enterprise 
Management and Industrial Deregulation, (4) Fiscal Federalism and Tax „ 
Administration, (S) Women’s Property Rights and Fertility, Poverty and Economic 
Development. Further details available upon request. 

The program is open to all scholars interested in working on India and its economic 
reform effort. Each proposal selected for the program will be eligible for funding 
up to the amount of $10,000. The last date for submission of policy analysis 
proposals is July I, 1995. Those selected will be notified by August 5, 1995. 

For detailed information, and application procedures, please contact: 


Dr. Satu KUhkdnen, Project Director 
The IRIS Center 
2105 Morrill Hall 

University of Maryland'at College Park 
College Park, MD 20742, U.S.A. 
Phone:(301)405-3051 Fax: (301) 405-3020 
E-mail: satu@iris.econ.umd.edu 
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Shortage of Saving 

the country’s macro-economic performance, there is 
sadden change from euphoria to barely concealed 
unease. Only a few months ago government spokesmen and 
industry associations alike woe exuding confidence that 
after three years of stabilisation and structural adjustment 
the economy had finally locked into a high-growth trajectory. 
According to this view. 1994-95 had been the turning point 
with overall growth touching S.3 per cent and industrial 
growth coming close to 10 per cent; from 1995-96, the 
economy should be expected to achieve GDP growth rates of 
6 to 7 per cent per annum and industrial growth of more than 

12 percent. This exuberance seems to have been surprisingly 
short-lived and newspapers and other media are full of 
expressions of anxiety and foreboding over the acute shortage 
of liquidity, the tribulations of the stock markets, the adverse 
impact on industrial growth of the RBI's ban on bridge loans 
against shares, the slowing down of the pace of economic 
reform in response to political pressures and so on. The 
government, though it says it warns to push ahead with the 
reforms, is clearly not so sure any more, not with parliamentary 
elections due in less than a year. There is visible lack of 
- enthusiasm for many of the reform measures contemplated 
earlier, from opening up the insurance sector to private and 
foreign companies to the resumption of a modified system of 
forward trading in the stock exchiuiges. Instead, as exemplified 
by the budget for 1995-96. the priority is to demonstrate that 
the government's heart beats for the poor. 

There is, at the same time, no serious attempt to objecti vely 
evaluate the performance of economic reform so far. Such an 
evaluation would have provided a far surer basis for mid- 
course corrections than the fear of elections. Apart from the 
fundamental questions of the consequences of economic 
reform far the incidence of poverty and access to essential 
social services, levels of employment and unemployment 
and income and wealth inequalities, even the claims of 
accelerated growth of GDP and of manufacturing output as 
also of improvements in many other macro-economic areas 
need level-headed examination. It is now commonplace that 
a significant part of the growth last year was due to the 
seventh year of good agricultural output. In fact, what is 
noteworthy is that the spread effects of the farm bounty for 
industrial growth and also Its benefits in terms of. say, control 
of inflatton, have been thoughtlessly frittered away by policies 
and measures supposedly part of structural adjustment and 
■ economk reform. Within agriculture, the base of growth has 
I remained narrow, pmtkulariy in terms of the crop-spread. 
1 Outp« of pulses, for instance, is totpected to be 143tniltton 
I tonnes in 1994-95. or no higher than in 1990*91. With the 


wholesale price index for pulses rising by nearly 70 per cent 
in the post-reform period, this chief source of protein for the 
poor has been virtuidly put out of their reach. The basic issnes 
of agricultural investment and rural credit, of growth of crop 
and livestock production in the relatively poorly-endowed 
regions and of inter-crop balances have been by and large left 
untouched by the reform. The government's one-track ap¬ 
proach is typified by its decision to permit import of pulses 
under OGL, leaving it to private traders to decide when and 
how much to import. Since there are few takers at the prices 
which traders find worth their while, the gove r nment's 
liberalisation of import of pulses has on the whole gone 
•begging. 

The present decline in the annual rate of inflation is 
attributable to just a few commodities, whereas prices of food 
articles, for instance, have been rising continuously. The 
industrial growth may give the appearance of being broad- 
based, but a closer look brings out the disproportionate 
contribution of automobiles and consumer durables. A 
significant pan of export growth -.imilariy has come from 
gems and jewellery, textile-,'and agriculture-based 
commodities, not from capital goods or technology- and 
knowledge-intensive industries. The industrywuedistribiiiian 
of FDI approvals worth S 9 billion (nearly Rs 30.000 am) 
so far shows that about one-fourth is in power and oil-refimng 
and another one-third in agro-based industries, financial 
services and tourism and miscellaneous services. What is 
more, FDI proposals which have actually got off the g r ound, 
accounting for actual FDI inflow of about S 2 billion, are 
essentially in low-priority consumer goods industries. FDI 
approvals and industrial e n trepreneurs’ memoranda (lEMs) 
also point to acute regional concentration. All this serves to 
drive home the point that, at the present stage of development, 
mere opening up to foreign capital and i m por ts and free 
market policies will not usher in sustained, broad-based aad 
technology-promoting growth. Apart from the essential pre¬ 
conditions relating to social infrastructure, these gods call 
for a definite long-term strategy of technology acquisition 
and industrialisation with priorities for specific sectors aad 
industries. The reform meas u res have done nothing to correct 
the long-standing dependence on repetitive impart of 
tecbnolofy. In foot, in the new environment Indian companies 
are finding it difficult to get the latest technologies without 
surrendering management control. F or eig n rnmp u ni r t are 
increasingly insi s ti n g on majority shareholding even ha 
m ai fi a m i tac compa n ies. Indian compa ni e s are afao fln dwg 
da hi de-tpa with foreign oampoMet they are tncreariagty 
assenting the role of amembiers and fabricators. 
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Hie official reluctance to probe beneath 
the surface it nowhere more obvious than in 
relation to the performance of the economy 
in 1994^. The 8 percent or so anticipated 
industrial growth is essentially based on the 
same factors as the growth in the 1980s - 
prominently, large borrowing by the central 
government and the corporate sector. In the 
external sector, burrowing has to an extent 
been replaced by portfolio investment. Total 
foreign portfolio investment (including that 
through GDRs, etc) in 1993-94 and 1994-93 
aggregated more than Rs 21,000 crore. This 
inflow, which was responsible for the surge 
in liquidity growth, made it possible for the 
government to run the highest ever (as 
percentage of GDP) revenue account deficits 
in 1993-94 and 1994-95 by resorting to 
large unplanned borrowing. Commercial 
banks simultaneously achieved an unprece¬ 
dented level of investment in government 
and other approved securities in 1993-94 
and very high non-food credit expansion in 
1994-95. This liquidity growth was unrelated 
to any step up in domestic saving. The 
domestic saving toGDP ratio in fact declined 
sharply from 23.7 per cent in 1990-91 to 
20.2 per cent in 1993-94 and all indications 
point to a further fall in 1994-95. Aggregate 
bank deposit growth was substantially 
lower as were new capital raised by 
companies in the domestic primary markets 
and funds mobilised by Unit Trust of 
India and other mutual funds. While 
corporate saving may show some rise, the 
unprecedented revenue deficits of the 
central government will effectively fore¬ 
close any rise in public sector saving. 
Government policies of permitting import 
of gold and silver and encouraging upper 
middle class consumption (rather than 
saving) will hardly help to raise the saving 
propensities of the community. 

The insufficiency of domestic saving is 
emerging as the severest constraint on 
growth. There are clear signs of a liquidity 
squeeze. Government has been able to secure 
conversion of 364-day treasury bills only to 
the tune of Rs 1.653.58 crore against total 
bids due for redemption of Rs 7,400 crore 
and that too at a cut-off yield of 13.25 per 
cent. Again, the centre's Rs 1,000 crore 
loan floatation was under-subscribed even 
at a coupon rate of f 3.75 per cent, whereas 
the government's requirement of market 
borrowing has been put at Rs 27,087 crore 
in 1995-96. State governments have been 
made to borrow at a coupon rate of 14 per 
cent The strain on the centre's finances is 
getting reflected in the net issue of ad hoc 
treasury bills piercing the much-publicised 
ceiling of Rs 9.000 crore (the figure fixed 
fbgjast year, the ceiling for the current year 
has so be lower). 

e liquidity squeeze reflecting the 
ajftndrqnacy of domestic saving is uiuikely 
be offset by larger external inflows, 
particu l arl y capital flows of a stable nature. 
jCbnasdering the ruing import p rope nsi ties, 
the trade deficit and the current account 
deficit ate bound to grow tn theatrical year 
and indeed in the medium tena-The external 
* 


debt service burden is projected to grout 
from $ 10.8 billion in 1994-95 to $ 123 
billion in 1995-96 and to $ 14.5 billion in 
1996-97. As for capital inflows, the scope 
for external borrowing is strictly limited 
considering that the country’s outstanding 
external debt has already crossed $ 90billion 
or more. Recognising this, the government 
has put a cap on external borrowing and also 
become cautious about companies issuing 
global depository receipts or euro equities 
if such issues are not linked to specific 
projects. Finally, the flow of foreign direct 
investment, which may have touched $ 1 
billion in 1994-95, is not expected to go 
beyond $ 2 billion or so a year in the 
medium term, given the foreign investors’ 
essential focus on production for the Indian 
market rather than for export. By contrast, 
it was export production which attracted 
sizeable FDI to some of the south-east 
Asian countries, while in the case of China 
FDI has gone largely into infrastructure, 
with much of it coming from non-resident 
Chinese. Non-resident Indians, on the other 
hand, do not constitute a major source of 
FDI for the country. Data for the post¬ 
reform period up to February 1995 indicate 
that NRls have brought in Rs 2,152 crore 
out of a total FDI inflow of Rs 6,889 crore, 
with a significant proportion of that too 
going into real estate development 

Against this background, the fading of 
euphoria over the performance of the 
economy in 1994-95 is understandable. The 
emerging constraint of resources, domestic 
and foreign, suggests that the surge in 
liquidity induced by foreign inflows in the 
immediate post-reform period was an 
aberration. Far more fundamental is the 
shortfall in domestic saving. 

KASHMIR 

Partners in Perfidy 

ALTHOUGH quite predictably New Delhi 
and Islamabad have been accusing each 
other of burning down the Chrar-e-Sharief 
shrine in Kashmir, a closer scrutiny sug¬ 
gests that both the governments collaborat¬ 
ed - in one of those ironical paradoxes of 
diplomacy - in bringing about the destruc¬ 
tion of the 500-year-old symbol of Hindu- 
Muslim coexistence of religious devotion to 
the Sufi saint Sheikh Nooruddm Noorani. 

As for the Indian government, one is 
intrigued by the miserable failure of its 
armed might, ranging from the military to 
the security forces, and the ubiquitous 
intelligence sleuths to boot, in detecting 
and preventing the entry of the militants 
(supposedly led by an Afghafl war veteran. 
Mast Gul) into the shrine quite tome time 
ago. On a mini-scale, the lapses remind one 
of the dev el opments in Amritsar on the eve 
of Operation Biueitar in 1984. The 
intelligence and aecurity farces of the Indian 
government displayed the came mysterious 
indifference to the gradual consolidation of 
the Khalistani militants under Sant 
Btwndranwale inside the Golden Temple 



i for numrtn ttcetfuif hutaiT or 

■their activities in thebod, they 
I Bhindranwale and his fbUowen to 
operate float the shrine and gave them a 
tong rope finally to invite a holocaust killing 
a large number of innocent pilgrims, along 
with the Sant and his henchmen. Although 
the Indian government's botched-up 
operation at Chrar-e-Sharief has not led to 
a similar catastrophe, it has meant immense 
sufferings for the common poople of the 
Chrar town, which was sealed by thp army 
and the BSF forces from all sides for mote 
than two months, preventing the supply of 
food and essentials. The series of fires 
which broke out in the town on May 8 and 
9-blamed on the use of incendiary materials 
in the exchange of fire between the army 
and the holed up militants - destroyed 
thousands of housed and quite a number of 
innocent lives were lost. As in Amritsar in 
1984, in Chrar today, it is the common 
citizens who have had to pay the price for 
the lapses of the administration. If the 
administration hoped chat by allowing the 
militants to desecrate the shrine (by their 
use of it as a military base) it would expose 
their scant regard for the religious sentiments 
of the valley’s Muslims, it is sadly mistaken. 
Even if the Indian army claims to be innocent 
and denies responsibility far the destruction 
of the shrine, the people of the valley, 
oppressed as they have been by the atrocities 
of the Indian army and para-military forces, 
are only too willing to lay the blame squarely 
on the Indian government. 

Pakistan has been no less unscrupulous 
and opportunist in exploiting the sentiments 
of the Kashmiris. The Islamic 'mqjahideen' 
who receive military training from Pakistan 
(euphemistically described by Benazir 
Bhutto as ‘moral and diplomatic aid') flaunt 
their concern and anxiety about their co¬ 
religionists in the valley and justify their 
‘jehad’ against the Indian government by 
claiming to protect their threatened religious 
beliefs and 'institutions. Yet, these same 
self-proclaimed devout ‘mujahideen’ hatf 
no qualms in occupying a shrine named 
after a Muslim saint and using it virtually as 
a military bunkef, knowing very well that n 
will be vulnerable to an attack by the Indian 
army. Where was their respect for their own 
religious tenets and shrines? Were they 
keen on protecting the shrine or bent on 
seeing it destroyed so that their mentors in 
Islamabad could fire another diplomatic 
salvo against India? Are they men less 
responsible than the Indian army for the 
desecration and the final destruction of the 
Chrar-e-Sharief? 

The Chrar-e-Sharief shrine had thus been 
reduced «o a ploy in the indo-Pak war game 
much before its destruction, with both New 
Delhi and Islamabad waiting in the wings 
for exploiting its religious appeal. Nothin* 
could be more insulting id die memory of 
Sbeikh Noomdd te Noorani dpt die farce 
that we are w itne ssing today - (he Hindo 
communal BJP leaders using it to shea 
crocodile tears over outraged Muslim 
feelings in their campaign again* 1 
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anefcofea **>; the latter posiug at an 
aocerit victim of Pak-iaspired miBtancy 
Kashmir and tiyiflg des p e rat ely to turn 
■tiooal attention against the 'foreign hand' 
Islamabad; the rating powers and the 
;lamic clergy in Islamabad beating their 
reasu, mourning die destruction of the 
nine (although ironically the orthodox 
ling Islamic clergy had always denounced 
« Sufist messages of equality, eclecticism 
td syncreticism, preached by popular saints 
ce Nooruddin Nqprani); and both New 
elhi and Islamabad preparing plans to use 
e destruction of the shrine for inveighing 
ainst each other. 

DVERNMENT FINANCES 

Iscal Retrenchment 

HE concluding pages of this issue contain 
set of tables on the finances of the govern- 
ent of India. These bring out in unmistak- 
>ie terms that, under the policy of structur- 
adjustment, there has occurred gradual 
real retrenchment. Revenue receipts and 
an and non-plan expenditures have all 
own steady declines since the beginning 
the aform programme. At the same time, 
nne of the distortions in the fiscal area, 
■rich were expected to be set right under 
e new dispensation, have remained intact. 
The central government's revenue receipts 
let) as percentage of GDP. which stood in 
e range of 11 to 11.5 per cent in the second 
.If of the 1980s. have declined to 9.6 per 
:nt in 1995-96 (BE). The decline has 
sendalty been in tax revenues (from about 
", per cent to 7.1 per cent), while non-tax 
venues, which were expected to show 
nne improvement under the policy of re~ 
ivcring user costs for the public services 
d securing higher returns on investments, 
ivc shown no improvement (2.5 per cent 
GDP in 1995-96 against a tange of 2.2 to 
I per cent in the earlier years). Capital 
coptt of the central government, which 
waged about 7.5 per cent of GDP in 
rlier years, have fluctuated between 5.1 
r cent and 7.5 per cent during the past five 
tars; they are 6.3 percent as per the budget 
ilimaies for 1995-96. 

While the ratio of taxes on incomes, 
operty and capital transactions to GDP 
s moved up from 2.1 per cent in 1990-91 
3.1 per cent in 1994-95,that of commodity 
xps has registered a fall from 8.7 per cent 
7.5 per cent of GDP. As a result of 
'despread reduction in duty rates, only 
wut six commodity groups now fetch over 
'per cent of import duty receipts, while 15 
nnmodity groups fetch over 84 per cent of 
•ceipta from central excise duties, 
rdrocarbons, chemicals, machinery 
tcctrical and nan-eloctrical), iron and steel 
smifacturea, plastics, synthetic yarn, 
imeut, tyres and tabes and tobacco 
anufecumt am fee major revenue earners 
_ vm ■ovcnvivcnt* 

Total expenditure of the central 
wnwuu e tn . Which c onstit ut e d about 20 to 
- pur cent of GDP during the 1980a, hat 


Steadily declined and U expected to be 16,5 
percent in 1995-96. Both plan and noo-plan 
expenditures have suffered cutbacks but the 
cutback in plan expenditure has been both 
systematic and steep, though it mutt be 
noted that erosion of the share of plan 
expenditure had begun in the mid-1980s. 
Tne latter had constituted over 8 per cent of 
GDP in the early 1980s; itfellto7.3 percent 
in 1987-88 and to 5.3 per cent in 1990-91. 
The budget for 1995-96 places it at 4.6 per 
cent. In the composition of non-plan 
expenditure, interest payments, which have 
shown the fastest rise from about 3 per cent 
of GDP to 5 per cent of GDP during the past 
decade, have now begun to surpass the size 
of plan expenditure. 

Expenditure details suggest that while 
defence expenditure as a percentage of 
aggregate expenditure has generally 
remained between 14.3 and 15.4 per cent 
since 1990-91, subsidies have lost ground 
during the period from 11.5 per cent to 7.2 
per cent. As said earlier, the highest rise 
has occurred in interest payments from 
20.4 per cent of aggregate expenditure to 
30.2 per cent. The share of social and 
economic services (plan and non-plan 
together) has, however, also remained static 
at about 20.6 per cent. 

A conspicuou s element in the fiscal picture 
is the persistence of a high level of revenue 
deficit; at 3.5 per cent of GDP in 1995-96 
(BE) it will remain as high as it was in the 
crisis year of 1990-91. Gross fiscal deficit 
was 8.3 per cent of GDP in 1990-91: it has 
fluctuated between 5.5 per cent and 7.7 per 
cent thereafter, though the goal has been to 
reduce it steadily. As a result of the 
persistence of a high gross fiscal deficit, the 
ratio of the centre's total liabilities to GDP 
has been continuously rising from 59 per 
cent at the end of March 1991 to 65.5 per 
cent at the end of March 1995. The increase 
has taken place in internal debt and other 
internal liabilities (essentially small savings 
and provident funds); the ratio of external 
debt to GDP has remained at about 6 per cent 
(but this is based on debt valued at historical 
exchange rates of the rupee). 

In tpe transfer of net resources from the 
centre to the states, the smallest increase of 
Rs 1,123 crore (2.3 percent) will take place 
in 1995-96, the first year of devolution 
based on the Tenth Finance Commission s 
report as compared to a rise of about Rs 
5,900 crore or 23 per cent five years ago in 
1990-91, that is, the first year of devolution 
based on the Ninth Finance Commission's 
recommendations. While a decline of 
Rs 2,650 crore in small savings is partly 
responsible for this reduced devolution, 
there has also occurred a fall in plan 
assistance from the centre from Rs 20,827 
crore in 1994-95 (RE) to Rs 19,506 crore in 
1995-96 (BE). 

The estimated staff strength as in di ca ted 
in the budget documents (excl u d in g de f ence 
personnel but including defence ctvtl) has 
de cli ned from a peek of 41,39,256 at on 
March 31,1992 to 39,45.436 ns on Marc h 
31.1995; K is, however, expected to risaro 
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40,12,713 at the end of this fiscal year. 
During the four-year period, expenditure on 
pay and allowances rose by 45 per cent 
from Rt 11,897 crore ip 1991-92 (RE) to 
Rs 17,263 crore in 1995-96 (BE). 

FISHING 

Deep Sea Devil 

THE agitation against foreign participation 
in deep-sea fishing in Indian waters was 
renewed on May 2 with a fast lunched by 
Thomas Kocherry, convenor of the National 
Fisheries Action Committee against Joint 
Ventures. This action has again focused 
attention on an issue which has been sim¬ 
mering since (he new policy allowing joint 
ventures was instituted in 1991. Under the 
new policy 54 licenses were issued for joutt 
ventures in this sector, but faced with pro¬ 
tests from traditional fishermen and en¬ 
vironmentalists the government in January 
pul a freeze on new licensing pending a 
review of the policy by a committee berried 
by Bob Murari. former secretary in the 
food processing ministry. However, vessels 
already engaged in operations were per¬ 
mitted to continue oil the end of 1995. 
The ministry also decided to allow deep 
sea fishing vessels under a foreign flag to 
fish only beyond 24 nautical miles on the 
west coast, and some other restrictions on 
trawlers were imposed. 

In spite of these concessions by the 
government, the agitating fishermen have 
demanded a complete ban on the operation 
of 100 per cent export oriented joint ventures 
inside the Indian Exclusive Economic Slone, 
whichcxtcnds to200nautical miles. Protests 
are being held in various coastal area} and 
(he agitation has been supported by WIN of 
various parties as well as by a number of 
academics and activists. Their position is 
that the plunder of fish resources by huge 
factory ships would be disastrous to die 
ecosystem, as has already been demonstrated 
by the depletion of fish resources in other 
oceans because of heavy fishing by countries 
such as Japan and Canada. Spokesmen of 
fishermen' s organisations allege that caaches 
in the coastal waters have decreased doe to 
the entry of big trawlers. 

The logic of the government’s pohey 
permitting joint ventures is to allow Indian 
companies to acquire the latest technology 
in order to be able to compete with countries 
such as Thailand and South Korea in riss 
sector. The gover n men t argues rial its pohey 
is sound since it does not allow theoperariat 
of foreign vessels, but only Indian vessels 
to joint ventures Furthermore, it is churned 
that deep-sea fishing will not affect co an ta l 
fishing by t rad itio nal and m ech s n ia c d craft 
since their mm of o p emiua at riff was 
According so ric go vernment, of J.lniHm 
sonnet of nmine re nounces. only 2.7 na tio n 
t onne s arc b e ing h a rv ested at present Utnon 
mhurter for food pr orrsri a g. Taran Qugw, 
recen t ly ssnedriatriebunon fresh hceerinj 
has become conmw productive hT*w*** 
poaching by fo reign vessels in the tariaa 
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economic zone has increased considerably 
in recent months. He also said (hat it is over¬ 
fishing by mechanised boats in coastal 
waters that is causing the depletion of marine 
resources. The Deep Sc a Pishing Industry 
Association has also denounced the 
agitation, claiming that there are only 22 
vessels operating in Indian waters at present, 
with an annual harvest of 15,000 to 20,000 
tonnes, hardly 2 percent of the total catch. 
But in spite of the agitation and industry’s 
claims that it is suffering, total seafood 
exports crossed the $1 billion mark for the 


Ugh technology, but became of the 
depletion of resources even a fraction of the 
total capacity cannot be utilised, heoce the 
search for new fisheries. Givoo that millions 
of people depend on the aea for a cheap 
soprceqf protein, ooe can imagine the result 
of an invasion of foreign vessels scooping 
up desirable species for export to the rich 
nations while throwing back cheaper 
varieties (dead) at the rate of 27 million 
tonnes per year. 

POLICE 


first time in 1994-95. 

This controversy comes at a time when 
the conflict between Spain and Canada over 
fishing rights has renewed international 
concern about the over-exploitation of ocean 
resources. Huge hi-tech factory vessels 
from the major fishing nations roam the 
oceans in search of new areas to exploit as 
their traditional fishing grounds are being 
played out. In the process they often invade 
the territorial waters of other countries, 
especially in the third world, who do not 
have the resources to prevent such 
encroachment. A number of third world 
countries have allowed fishing by foreign 
vessels in their waters for short-term 
economic gains. If the government has its 
way, India is poised to do the same, in spite 
of the lesson already learned in 
Visakhapauum where the entry of Indian 
and foreign leased trawlers depleted deep- 
sea prawn resources in the Bay of Bengal 
within a few years, at the same time causing 
a decline in the catches of traditional 
fishermen. 

An stake is not just the resources of one 
country versus another but the entire 
ecosystem of the oceans. According to the 
PAO, nine of the world's 17 major fishing 
grounds have been devastated by over¬ 
fishing and four more are under serious 
threat. The government's argument that 
deep-sea vessels do not compete in the 
same waters as traditional fishermen is 
spurious; the ocean is not divided by 
fences, and the replenishment of fish 
stocks depends on the migration of fish at 
different stages of the lire cycle through 
different depths of water. Of course, the 
mechanised fishing industry also needs to 
be regulated to avoid over-exploitation of 
coastal waters. Any policy formulated by 
the gov ern m en t should reflect the interest 
of the couaby as a whole, which is to pre¬ 
serve the env ironmen t of the ocean in the 
entire economic zone so that its resources 
canbe utilised on aim lain >ble basis and in 
an equitable manner, with the primary object 
of feeding our own people rather than 
earning foreign exchange. 

Even mwes maj overnmeo tt try to control 
the mi u fet i JfSSeir burgeoning shipping 
fleet* dmr are SabskJmng their activities; 
a ccow finy to an FAO estimate, the global 
fishing industry received a total of $54 
bilbon fat subsidies in 1992. The industry 
still managed to make a loss of $50 biHion 
because half their income is used to pay 
back capital invest m ent in hi-tech ships. 
Trawler fleets have invested heavily in 
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Judicial Strictures 

IN these Weak times, it is reassuring to find 
that the judiciary occasionally wakes up to 
reassert its authority over an srm of the state 
which has become a law unto itself - the 
police. In the space of a month or so, the 
Supreme Court has come up with a number 
of severe strictures against the police 
in Punjab. Haryana and Uttar Pradesh. 
Whether the apex court's orders for prose¬ 
cution of the guilty policemen will have any 
sobering effect' an the future behaviour of 
the police is a different matter. But die fact 
that the Supreme Court has been compelled 
after all these years to recognise the seventy 
of human rights violation by the state- 
pampered police force in places like Punjab 
and elsewhere suggests that at least some 
among die Indian liberal establishment have 
begun to feel that dtihgs have gone too far 
in the name of suppressing terrorism. One 
wishes these influential and respected 
members of the establishment, with the 
necessary courage and honesty, persist in 
the honourable task of meting out punish¬ 
ment to the offending personnel of the 
state's repressive apparatus, so that the 
functioning of the Indian police can be rid 
of the heinous crimes for which it has 
acquired international notoriety. 

In April, the Supreme Court ordered the 
prosecution of five officers of the Punjab 
police for their alleged involvement in the 
kitting of a suspected militant couple at 
Tiljala in Calcutta in 1993. Earlier, the 
West Bengal government had reportedly 
expressed its displeasure at the way the 
Punjab police entered the state without the 
permission of the state administration and 
killed the couple. Soon after this telling 
indictment of the Punjab police, in early 
May, a Division Bench of the Supreme 
Court awarded jail terms of two to three 
months to three police officers, including a 
superintendent of police, of Haryana, for 
filing false affidavits in a habeas corpus 
matter. The matter involve# the illegal 
detention by the police of an employee of a 
business firm which had a civil dispute with 
another firm which is owned by the too-tn- 
law of Haryana chief minister Bkajan Lai. 
The guilty police officers were charged 
with not only submitting false affidavits 
before the coopt, but aim forcing a taxi 
driver to make false s tatem ents on onto, in 
orderto mislead thecomt and cover up their 
misdeed of illegal detention. The Angab 
^hce wa» ^aia polled up by the Supreme 
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Court eu May 4 e)fo m^rtgj gfo, ^ ei rty a 
habeas corpus case accusing die potioe of 
abducting seven members of a family from 
a village in Amritsar in October 1991, 
expressed their indignation at the way 
Punjab's additional solicitor genera! had 
sought to justify the police action while 
defending the accused policemen. The chief 
justice, A M Ahmadi, who was a member of 
the bench hearing the case, reprimanded the 
Punjab official: “There is a limit to 
protecting these [police] officers. You are 
trying to defend the imponiMe." In yet 
another recent case, a two-judge bench of 
the Supreme Court hasexpressed its aireuiah 
after a perusal of aCBI report which indicted 
certain police personnel of Haryana and 
Uttar Pradesh for collaborating reregistering 
false cases against a businessman at the 
instigation of a rival businessman who is a 
member of parliament. 

The apex court' s disquiet at the increasing 
evidence of police tyranny and arbitrariness, 
and fears about its consequences were 
summed up in the judgment delivered by 
the division bench which served jail 
sentences on the three Haryana police 
officers: "... it if distressing to note that 
quite often when every morning one opens 
the newspapers and goes through its various 
columns, one feels very much anguished 
and depressed in reading reports of custodial 
rapes and deaths, kidnapping, abduction 
and faked police encounters and all sorts of 
other offences and law l es s ne s s by the police 
personnel, of which countless glaring and 
concrete examples are not lacking." The 
bench then, referring tothe “policing system, 
which was not as effective as it ought to be", 
sounded the warning: "...unless some 
practical correctional steps and measurer 
were taken without further delay, the danger 
loomed large when the whole orderly society 
may be in jeopardy". 

But are the authorities willing to take any 
corrective steps? Both the police bosses and 
the state governments resent my attempts 
at curbing the licence which the police 
enjoy. Soon after the Supreme Court order 
for prosecuting the Punjab policemen 
accused of kilting the couple in Calcutta, 
the Punjab police boss KPS Gill and his 
colleagues threw a tantrum, roundly blaming 
the court for 'demoralising' die policemen, 
who were supposedly under great ‘stress' 
because of terrorism. The same argument 
was trotted out in defence of the guilty 
policemen by the Potato additional solicitor 
general before the Supreme Court. Raising 
the same bogey of terror ism . Haryana duct 
minister Bh^an Lai reacted to the judgment 
(Me femcncea me rwyans pottcemai 
jail by warning that the imprisonment 
would demoralise the police officers and 
have "serious implication*”. 

Are we to underst and theo that the only 
way to p rev aut deuwrafiaatina among the 
police and boost their morale in their 
right against 'terrorism' is to allow them 
fisti ticeaccto persud the actiriti e a feat bs* 
drawn the ire of India's apex court - 
“custodfari npm and deaths, ki dna ppin g, 
abduction and felted police encounters../ ■ 
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GLOBAL TH^-SYSTEMS 

Rise in T\itdo ver 

GLOBAL TELE-SYSTEMS it engaged in 
the dtaributkia and servicing of telecom¬ 
munication products and has a market shire 
of 20 per cent. The company has distribu¬ 
tion and service tie-ups with Tata Kehron, 
Escorts, India Telecom and Rajasthan 
Communications. On the international front 
it has tie-ups with Murata of Japan, and 
Atlas V-Band Corporation, and AT&T of 
the US. Net sales were Rs 125.18 crore 
in 1993-94 against Rs 63.01 crate in the 
previous year, operating profit was Rs 8.79 
cram (Rs 3.89 crate) and net profit Rs 3.07 
crore (Rs 2.04 crate). Taxation was up by 
Rs 61 lakh and interest charges by Rs 1.13 
crore. Short-term hank borrowings fell by 
31 percent Imports were up by Rs 3.8 croce. 
A 20 percent dividend was declared against 
17 per cent in the previous year. Debt-equity 
ratio shot up by 192 percentage points for 
the year. 

The company made a rights-cum-public 
issue of fully convertible d ebent u res in April 
1994. The proceeds of the issue are to be 
used for setting up 10 distribution/service 
centres, development of software technol¬ 
ogy' for service centies/customer handling, 
setting up a leasing/hire purchase division 
and making investment in Global Wireless 
Technology (GWTL). GWTL, the manufac¬ 
turing arm of the company. hat tied up with 
Acer Peripherals Inc of the US for manu¬ 
facturing a wide range of telecom products 
such at fax machines, pagers and cellular 
products. Sales to total assets fell by 10 
percentage points and sales to gross fixed 
assets by 491 percentage points in 1993-94. 
Gross profit to total assets increased by 2 
percentage points. Earning per share rose 
from Rs 3 in 1992-93 to Rs 14 in 1993-94. 
Depreciation to grots value added rose by 
4 percentage points. 


HINDUSTAN ELECTRO-GRAPHITES 

Good Results 

HindustanBlectro-Orsphises. the multi-prod- 
uctmarntfactureraf theLNJ Birthrate Group, 
has shown good results for 1993-94. Net 
Hies asm up by 23 per cent (Rs 33.32 
crate), operating profit by 21 per cent 
(Rs7.llcrara)andnetprofilby 131 percent 
(Rs 11.20 crore). Though non-operating 
•urplaa foil by Rs 1-55 crore, and taxation 
•as up by IU 2.47 crore. margins were not 
"tacb affected, thanks to the (all in depreca¬ 
tion and intend charges by Rs 4.35 crore 
*ud Rs 3.70 crore and the rise in other 


income by Rs 3.38 crore. Exports were up 
by 46 per cent (Rs 16.72 crore), while 
imports rose by 17 per cent (Rs 2.60 crore). 
A rfividend of 23 per cent was declared for 
the year againd 20 per cent in the previous 
year. 

Debt-equity ratio foil by 10 percentage 
points for the year. Short-term hank bor¬ 
rowings to inventories rose from 29 per 
cent in 1992-93 to 43 per cent in 1993-94. 
Return on inv estmen t row by 3 percentage 
points. Earning per share rose by Rs 7 for 
1993-94. Remuneration to employees rose 
from 21 per cent in 1992-93 to 25 per cent 
in 1993-94. Sales to total assets and sales 
to gross fixed assets rose by 3 percentage 
points and 9 percentage points, respectively, 
for 1993-94. Gross saving to gross capital 
formation rose by 61 percentage paints for 
the year. 

The graphite division's production was 
the highest during the year at 16388 mt 
with lowest scrap rates, reduction in wast¬ 
age, breakage and unproductive consump¬ 
tion of materials and improve d fuel effi¬ 
ciency The division if installing modern 
fuel efficient rod cod-effective baking fur¬ 
naces and impregnation shop. This would 
raise the capacity from the present 17.500 
mt to 21.000 mt, and also increase Che size 
of the electrodes. An investment of Rs 23 
crore is planned for tins project. Production 
of sponge iron improved by 33% tonnes 
at plant utilisation of 93 per cent. The 
division had sustained cash losses in the 
previous year, but managed to break even 
in 1993-% with improved kiln operations, 
better material management and streamlin¬ 
ing of engineering practice*. The division 
is to install a waste recovery system to gene¬ 
rate approximately 3 crore kwh annually. 
Hus would meet the foil req u iremen t of the 
sponge iron division and also to a large 
extent of the graphite plant. This system of 
internal foe) generation with the company's 
waste would reduce fuel cost considerably. 
The project is expected to he operational by 
the rod of 1993. An expenditure of Rs 22 
crore is being incurred for the project. The 
oil division is reported to be doing well and 
the company has entered into joint bidding 
for oil Mocks for expkntion and deveiop- 


The textile division's Rishabdev unit had 
many of its machines replaced and has 
shown good performance for the year. 
During the year the unit installed 9316 
spindles for manufacturing polyester vis¬ 
cose yam at a tool coat of Rs 20 crore. 
Expansion of 30000 s p in dl es at a coat of 
Rs 170 crore is alsa being undertaken which 
is expected tobteosepietod by 1995-96. The 
Jammu unit has also recorded good perfor¬ 


mance. With a view of atudniag feel self- 
sufficiency the company has undertaken a 
hydel power project at Tawa with an invest¬ 
ment outlay of Rs 65 crore. The company 
also has plans to tap the euro market for 
funds. 

GUJARAT STEEL TUBES 

Out of die Red 

Gujarat Steel Tfcbes has finally come out of 
the red. For 1993-94 the company made a 
net profit of Rs 3 lakh. The company has 
been sustaining losses for the past three 
yean. Initially operating in a idlers’ market 
in mild steel tubes, the company found it 
difficult to adjust to the new business en¬ 
vironment of a buyers' market Earlier GST 
was a beneficiary ofthchcence-quout system 
where operations depended on ability to 
procure raw materials. In 1992 when the 
gov ern ment dec o n tr olled stod. sauB-scale 
manufacturers entered the market, thus 
making it more price competitive. More¬ 
over the company, unlike its c ompe t itors, 
being a single product firm was all the name 
vulnerable in the changing scenario. Abo, 
the company’s attempt at divetsificalioadid 
not take off as expected. Its erne rec o very 
project had to be abandoned due to non- 
viability of the project. Also Neeka TUbcs. 
the company's wholly-owned subsidiary, 
had to be closed down after wiping out its 
net worth. 

Net sales were up by 4 per cent (Rs 5.9g 
crore) and operating profit by 99 per cent 
(Rs 1.02 crore). Other income fell by 9 per 
cent, while non-operating income was up 
by 174 per cent. The company sold off its 
property at Nanmaa Fmiu during the year. 
Expoiu increased by I IS per cent while 
imports were down by 69 per cent Safes 
to total assets and sales to gross fi x e d an t ed 
have increased in the part t hr e e y ea rs. Debt- 
equity ratio fl uctu ate d at 49 per cent m 

1991- 92. 42 per cent in 1992-93 and 43 
per cent at 1993-94. Return on invest¬ 
ment rose by 5 p er centage points for the 
yctr. aBon-icna o&tm DQvTwwrags w w* 
veruories rose by IS penrrtuage points in 

1992- 93 and fcR by one percentage point 
in 1993-94. 

The company changed its mastering 

credit offers have boast stop p e d and 
finished goods inve nt or i es have been 
reduced from 21 days to IS days. The 
company’s exp ort also pitted up with 
orders canto* hi front Son* Africa and 
Vhanaau. 
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FtMOcial lndictnct 

\ 

GMmI 

March March 
1994 1993 

HBG 

March March 
1994 1993 

Gujsanet Steal 

March March 
1994 1993 

Gujernt Haavy 

March March 
199* 1995 

(find 

March 

1914 

"Hr 

1993 

1 Net safes 

12318 

6501 

18764 

15212 

14196 

13598 

19360 

19723 

36961 

34944 

2 Value of production 

12318 

6501 

18390 

14926 

14344 

14075 

20022 

18925 

37369 

38862 

3 Other fncorne 

24 

107 

666 

328 

29 

32' 

78 

140 

2394 

2255 

4 Totai income 

12542 

6608 

.19056 

15254 

14373 

14107 

20100 

19063 

39703 

41117 

3 Raw matcrials/slorer and (pares 

consumed 

10283 

5569 

8284 

6902 

11848 

12040 

3491 

4557 

17695 

20526 

6 Other manufacturing expenses 

II 

4 

3410 

2853 

368 

299 

2919 

2639 

3642 

2883 

7 Remuneration to employees 

238 

117 

1274 

978 

728 

705 

633 

540 

3648 

3499 

8 Other expenses 

1111 

529 

2005 

1156 

1224 

960 

4794 

4364 

4114 

3631 

9 Operating profit 

879 

389 

4083 

3365 

205 

103 

6263 

6945 

10604 

10578 

10 Interest 

259 

144 

1258 

1628 

485 

609 

3737 

4271 

21)5 

1987 

11 Groti profit 

582 

218 

2831 

1898 

239 

-317 

4867 

2787 

8551 

8683 

12 Depreciation 

75 

14 

723 

1158 

236 

167 

1502 

0 

2980 

3074 

13 Profit before tax 

507 

204 

2106 

739 

3 

-484 

3365 

2787 

5571 

5609 

14 Tv provision 

0 

0 

247 

0 

0 

0 

0 

0 

3 

2 

13 Profit after tax 

507 

204 

1859 

739 

3 

-484 

3365 

2787 

5568 

5607 

16 Dividends 

69 

49 

466 

265 

0 

0 

0 

0 

1318 

864 

17 Retained profit 

438 

155 

1393 

474 

3 

-484 

3365 

2787 

4250 

4743 

1 laliHln'annli 

18 Pkid-up capital 

341 

341 

1952 

1952 

734 

734 

9325 

8297 

7367 

5317 

19 Reserves and surplus 

644 

210 

7337 

6056 

1358 

1418 

1639 

-1726 

46158 

33705 

20 Long term loam 

2377 

271 

5572 

5615 

954 

924 

14779 

19304 

26713 

32966 

21 Short term loans 

1164 

998 

2287 

1583 

2327 

2541 

3721 

2156 

14476 

13986 

22 Of which bank borrowings 

388 

795 

2287 

. 1383 

2314 

2373 

3721 

2156 

11643 

7903 

23 Gross fixed assets 

1639 

522 

14801 

12932 

5129 

5136 

31944 

30710 

80750 

71678 

24 Accumulated depreciation 

80 

18 

5717 

5049 

2472 

2252 

8646 

8572 

16303 

13363 

25 Inventories 

1125 

798 

5034 

4723 

2665 

2713 

4399 

3950 

16319 

16214 

26 Total assets/liabilities 

6691 

3284 

20517 

1759) 

8120 

8872 

32744 

30670 

108883 

100149 

27 Excise duty 

0 

0 

2120 

1841 

343 

274 

2979 

3002 

3205 

3652 

28 Gross value added 

1129 

485 

5040 

4518 

1982 

1198 

11727 

7816 

12538 

124)1 

29 Total foreign exchange income 

0 

0 

3277 

3605 

2117 

975 

877 

1813 

1174 

476 

30 Total foreign exchange outgo 

553 

166 

2051 

1716 

274 

812 

1330 

1395 

3656 

7357 

Key fhssi rial sad pnfnrmann ratios 

31 Turnover ratio (sales to total assets) (*) 

187.1 

198.0 

91.5 

86.5 

174.8 

153.3 

59.1 

643 

33.9 

349 

32 Saks to total net assets (%) 

276.6 

357.2 

109.4 

100.0 

264.2 

242.1 

65.7 

70.4 

39.0 

40.6 

33 Gross value added to gross fixed 

assets (%) 

68 1 

92.9 

34.1 

34.9 

38.6 

23.3 

36.7 

255 

15.5 

17.3 

34 Return an investment (gross profit 

to total assets) (%) 

8.7 

6.6 

13.8 

10.8 

2.9 

-3.6 

14 9 

9.1 

7.9 

8.7 

33 Gross profit to sales (gross maigia) (%) 

4.6 

3.4 

13.1 

12.5 

1.7 

-2.3 

25.1 

14.1 

23.1 

24.8 

36 Operating profit to sales (%) 

7.0 

6.0 

21.8 

22! 

1.4 

0.8 

32.4 

35.2 

28.7 

30.3 

37 Profit before tax to sales (%) 

4.1 

3.1 

11.2 

4.9 

0.0 

-3.6 

17.4 

14.1 

15.1 

16.1 

38 Tv provision to profit before tax (%) 

0.0 

0.0 

11.7 

0.0 

0.0 

0.0 

0.0 

00 

0.1 

00 

39 Profit after tax to net worth 

(return on equity) <%) 

31.5 

37.0 

20.0 

92 

0.1 

-22.5 

30.7 

42.4 

10.4 

14.4 

40 Dividend (%) 

20.00 

17.00 

25.00 

20.00 

0.00 

0.00 

000 

0.00 

2Q.00 

20.00 

41 Earning per share (Rg) 

14.87 

5.98 

9.38 

2.57 

0.04 

-6.59 

3.61 

3.36 

7.60 

10.63 

42 Booh value per share (Rs) 

28.9 

16.2 

47.6 

41.0 

24.7 

25.6 

11.8 

7.9 

73.1 

740 

43 WE ratio (based on latest and 

corresponding last year's price) 

8.1 

0.0 

4.9 

623 

305.8 

-1.5 

5.5 

6.0 

4.1 

15.5 

44 Debt-equity ratio (adjusted for . 

revaluation) (31) 

241.3 

49.2 

60.0 

70.1 

52.5 

49.3 

134.8 

293.8 

49.9 

84.5 

43 Short term bank borrowings to 
inventories (38) 

345 

99.6 

45.4 

29.3 

86.8 

87.5 

84.6 

54.6 

71.3 

49.0 

46 Sundry creditors to sundry debtors (38) 

0.0 

0.0 

60.8 

54.9 

188.8 

131.5 

38.3 

35,5 

103.5 

110.7 

47 Tottl rr mu w ration k> employees 

togrou vdne added (38) 

22.9 

24.1 

25.3 

21.6 

36.7 

588 

5.4 

6.9 

29.1 

21.2 

48 Total wrnoacmion to employees 
to vehe of production (38) 

2.1 

1.1 

6.9 

6.6 

S.l 

5.0 

3.2 

2.9 

9.8 

9.0 

49 Gras fiaed arse* fonneaon (38) 

217.8 

- 

14 J 

- 

30.1 

i.l 

4,0 

43 

12.7 

23.9 

30 Orowth in invtasoriri (38) 

40.98 

- 

6.58 


-1.77 

-13.60 

11.37 

-9JJ 

1.21 

104.9* 
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a— Meat dadding. tubes for Manufec- 
tamofpmpeHurthaftt ofheavyduty automo¬ 
biles and tube* for conveyance of high 
p r essure liquids. 

GUJARAT HEAVY CHEMICALS 

Higher Margins 

Gujarat Heavy Chemical«(GHCL), a joint 
lector organisition promoted by the Gujarat 
Industrial Investment Corporation, GTC 
lnduatriea and Dahnia Dairy Industries, it 
the second largest manufacturer of soda 
ash in the country. The company has done 
well in 1993-94. Net sales were down by 

1 per cent and operating profit by 9 per cent, 
hut net profit was up by 30 per cent The 
increase in non-operating surplus as sub¬ 
stantial amounts of depredation and invest¬ 
ment allowance were written back. This 
helped in wiping out brought forward 
loasea. Exports declined by 48 per cent and 
imports by 12 per cent. The reduction in 
export ii attributed to the reduced overall 
availability of the product during the initial 
half of the yew, and in the second half there 
was severe price competition in the export 
market from producers in East Europe and 
the US. Soda ash production increased by 
3,737 tonnes. The company increased pro¬ 
duction of dense soda ash from 1.20,383 ml 
to 1,22,960 mt to meet increased market 
demand. The company has been repaying 
its term loan due to which the debt-equity 
ratio has improved from 812 per cent in 
1991-92 to 293 per cent in 1992-93 and 
134 per cent in 1993-94. Short term bank 
borrowings to inventories rose sharply 
by 30 percentage points for the year. Net 
value added to value of production rote 
by 14 percentage points in 1992-93 and 
jy 10 percentage points in 1993-94. 
Operating profit to gross value added 
declined at 96 per cent in 1991-92, 88 
per cent in 1992*93 and 33 per cent in 
1993-94. Return on investment rose by 

2 percentage points in 1992-93 tod 5 per¬ 
centage points in 1993-94. Consumption of 
raw materials fell by one percentage point 
in 1992-93 and rote by 2 percentage points 
in 1993-94. 

The company to improve operating effi¬ 
ciency undertook a debottlenecking 
programme. To tap the growing export 
market the com p any is undertaking invest¬ 
ment fer manufacture of sodium bf-cubou- 
ate. Is np rovm wot of salt work operations 
using imported technology to enhance yield 
and quality of salt it being plumed. 
Mo ds misati o a of aah production—instal¬ 
lation of a adit tefbtog unit for productita 
of export quality industrial salt la planned. 
The research and davetopeaem centre sot up 
« Bangalore has becam e functional and 
riarssd work. 


HINDUSTHAN DEVELOPMENT 
CORPORATION 

Capacity Expansion 

Hindusthan Development Corporation is 
engaged in the manufacture of a wide range 
of products including rolling stock and 
railway track component, alloy steel and 
manganese steel ca stin gs , steel wires, cal¬ 
cined petroleum coke, chemicals, high ten¬ 
sion insulators, structural engineering and 
industrial equipment and jute products. 
The company has shown mixed perfor¬ 
mance in 1993-94. Net sales were up by 
Rs 20.17 crore and operating profit by Rs 
26 lakh, while grow profit foil by Rs 1.32 
crore and net profit by Rs 39 lakh. Exports 
were up by Rs 6.98 crore. while imports 
fell by Rs 37.01 crore. A dividend of 20 
per cent was declared for the year. Return 
on investment rose by 3 percentage points 
in 1992-93 and fell by 1 percentage point 
in 1993-94. Earning per share fluctuated 
at Rs 9 in 1991-92. Rs 10 in 1992-93 and 
Rs 7 in 1993-94. Net value added to value 
of production rose steadily by I percentage 
point each in the past three yean. Short¬ 
term bank borrowings rose by 22 percent¬ 
age points for the year and fell by 33 
percentage points in 1992-93. Exports to 
sales rose by I percentage point in 1992- 

93 and by 2 percentage points in 1993- 

94 

The engineering unit at Bamunari plant 
has been successful in exporting steel cast¬ 
ings to developed countries. The company 
has been making efforts to obtain the ISO 
9002 certification. A new manufacturing 
facility with the latest technology was erect¬ 
ed and commissioned. This is to give an 
additional production of 12,000 mt of cast¬ 
ings per annum. This will also enhance 
the capability to produce high precision 
castings to dose tolerances and free of 
internal defects. Due to the change in the 
baying pattern of the railways gnd the 
introduction of ‘own your own wagoo’ 
scheme wagon orders from public sector 
and private enterprises were booked and 
also orders for bottom discharge hopper 
wagons for transportation from coal termi¬ 
nals to power plants were procured. The 
Santragachi plant had a lock-out for four 
months. The Tljjala plant per f ormed well 
for the year. General Engineering Works, 
the engineering division of the oraapany, 
recorded aood exnott turnover. The low 

SwWnireaa ®i^fw wwwwa* ^^amrvua* swa aww 

relaxation wire p roje ct at Dharatpur that 
was lobe co aarei asto n ed by the ntiddto of 
the year would e nh a nce prod u ction of the 
unit. Thoac are speciality wicaa aaed ie 
construction. Expansion of the tyre bead 
plant re Faridabud to lacre aac production 
capacity from 430 at to 1.200 ret per 
month was irepleoaaaisd doting foe year. 


Frtrocarbon and Chemical Co mp a ny , the 
chemical division at Halduu did wed for 
the year. Cyanides sad Chemical Cqjnpa- 
ny. the chemical division atOipad, Gujarat, 
increased exports by 71 percent. lasutoton 
and Electrical Company, the high tension 
insulator division at Mandkteep, Madhya 
Pradesh, has also dooe well with good 
exports. Its jute plant achieved higher pro¬ 
duction and sales for the year. Its reed 
plant also has recorded higher sales and 
production in the first year of its opera¬ 
tions. 

BHILWARA TEX-FIN 

Diversification Flans 

. 

Incorporated in 1994 and promoted 
by R P Baldwa, Bhilwara Tex-Hn is cur¬ 
rently engaged in the business of yam 
trading, investment and bill discounting. 
The company now p roposes to expand its 
activities and also diversify into leasing 
It also plans to provide corpor a t e advtsqry 
services which comprise review in g feasi¬ 
bility reports, arra ngeme n t of loans, in¬ 
cluding foreign currency loans, taggestiag 
various means of finance, tax planing, 
preparation of scheme of revival and re¬ 
habilitation of sick units. Since Bh il w a ra 
has many textile manufacturers, foe com¬ 
pany does not see any difficaky in canying 
out iu activities. The cost of foe project 
has been estimated at Rs 373 lakh. To 
part finance foe project foe company b 
entering the capital market with a public 
issue of 24.3 lakh equity shares of Rs 10 
each at par aggregating to Ra 243 lakh 
inclusive of reservation for NRIs of 
3,803)00 equity shares a ggregatin g Rs 38 
lakh and for mutual funds 2.45.000 
equity shares aggregating Rs 2430 htt 
on competitive basis. The balance would 
be funded by the promoters and bank 
loan. The promoters would fend to foe 
tunc of Rs 103 lakh and a bank lean of 
Rs 23 lakh would round off foe hand 
requirement for the project. The isaaa 
is being lead managed by Doogar and m 
Associates. 


ACrenttfre 

fat foe astidc 'Coaaoiidatiaa of Marafoa 
Doratinareoe hi Maharashtra* fay S M Odd- 
waka (Febr ua ry 11, 1995) foe redresrecn 
to foe year of foe-ton of M—mfotoi 
•tore (g 339, coi 2, para l) should ham 
road I960 and not 1936. Tire error la 
tags—d. jy. 
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CURRENT STATISTICS 


SPW Re#e*rdi re«a*stfe» 


The flacai year 1994-95 has bagun with a nodaratiaa of the inflation (Me, though prlcat. of food Mem hava coadaaed their upward tmd. Dm 
w> haf begun also with a auvere liquidity shortage which It reflected hi depressed condUou* ia the pttaanr lad eecoadtty capiM taariMt and 
k i*ll round <MWn of taacten me* - ao venaaeat borrowing in as wefl as rneaw a rrt a l Imp im M ywr dnta show m 11,3 par crat 
rise ia exports (19.6 percent is 1993-94) aod 29.1 per cent rtietaeon-POL Imports (10.6 per coot), wfth a trade deficit ofovur) 2 Mtt)aa.Famiga 
■nets here de c lined by $ 146 millkm since the boginalng of the year. 

Macroeconomic Indicators 


Weight* Apr 29, 

Indrs N—birr ad WWmIi 1995 


(1981-82-100) 


Mfiatkl PUol Year Softr 1994-93 1993-94 1992-93 1991-92 
Previous 1995-96 1994-95 


man aiucm 
RwdAitkto 
Non-Food Articles 
Rid. Power. Light and Lubricant* 
Maaufhcaund Redacts 
rooQ irodoco 
pood fade* (computed) 

AB Commodities (Avenge Bade 
Over the year) 

(April 01-29, 1995) 


Carter Living Iadicss . 


Industrial Worioen (1982-100) 

Uibea Non-Man Etnp (1984-85-100) 
Agri Lib (My 60 to Juae.61-100) 


and BanUng (R* crore) 



Month Over 
Month 


Mo-rta 1993-94 1992-93 1991-92 1990-91 

Previous 1994-93 1993-94 


95 

9.0 

9.1 

9.9 

6.1 

13.9 

7.8 

9.0 

74 

- 

6.8 

13.6 

11.6 

10.6 

11.6 

11.6 

0.7 

21.9 


April 14.. 
1993 


Money Supply (MJ 
Chneocy wkh rathe 
Depends with Beaks 
Net Bsnk Credit to Govt 
Bank Credit hi Comnd Sector 
Net foreign Exchange Assets 
Reserve Money (April 21.1993) 

Nat RBf Omit to Genoa 
Ir Mi h w nl -i«i n—*■- (April 

Dspasfct 
Advances 

Non-Kood Advances 


527100 
104946 
418858 
230734 
288400 
75673 
179377 
110663 
28. 1995) 
376113 
209809 
197137 
150138 
on March 31 


16039 (3.1) 
2074 (2.0) 
13744 (3.4) 
10219 (4.6) 
8796(34) 
3913(5.5) 
, 7888(4.6) 
(1695 (11.8) 


1995-96 


588(0.1) 
4076 (4.0) 
-3400 (-0.8) 
11143(5.1) 
510(0.2) 
-251 (-0.3) 
10369 (55) 
11985 (111) 


1994-95 


-2490 (-0.6) 
5260 (6.4) 
-9062 (-15) 
6274 (3.1) 
-1044 (-0.4) 
-236 (-0.4) 
7722 (5.6) 
1628 (1.7) 


-6387 (-1.7) -6387 (-1.7) -6747 (-10) 
103 (0.0) 103 (0.0) -4030 (-2.4) 

-294 (-0.1) -294 (-0.1) -3269 (-10) 

884(0.6) 884(0.6) 7037 (5.2) 

fifures befo re closure of Accounts 


1994-95 


75167 (16.7) 
1*990 (23.2) 
55321 (IS.l) 
14380 (7.0) 
43796 (17.9) 
22197 (41.3) 
30386 (21.9) 
949(1.0) 

49271 (14.8) 
38784 (217) 
37416 (23.4) 
14172 (105) 


1993-94 


72467 (19.1) 
14067 (20.7) 
57185 (18.5) 
29376 (16.7) 
16591 (7.3) 
28775 (115.3) 
27843(25.1) 
1306(1.4) 

52144 (18.6) 
11566 (7.3) 
.7402 (4.9) 
28435(26.7) 


1992-93 


50484 (15.4) 
7111 (11.7) 
42945 (16.1) 
17903(115) 
30187 (15.3) 
3747 (17.7) 
11274(115) 
3586 (3.9) 

39017 (I6lI) 
23757 (175) 
21684 (16.6) 
16820 (11.7) 


sdladtrii 

0980-81-100) 


Weights 


1993-94 1993-94 1992-93 1991-92 1990-91 1989-90 1988-89 1987 88 


Minina and Quarrying 

Ma n uf a cturing 

Qactridty 


BSE Sensitive Max (1978-79-100) 
National Index (1983-84-100) 


to Apr 10.1995 •* < 


May 1Z 
1995 


3514 

(-7.7) 

1520 

(-17.9) 


240.2(8.3) 2214(4.8) 

229.8(7.0) 214.8(34) 

231.7(85) 213.6(46) 

308.3(85) 284.1(7.4) 


S8S 1851 
(785) 

to May 13, 1994 



4604 

(-13.7) 

2176 


3261 

(65.7) 

1606 

(-122) 


3779 228) 

(-46.8) 

1130 1021 

(795) (-41.1) 



- Y 

May05. Mav06. Mm 31. 

■iiiitii 1995 1994 1993 Month 1 

MdMoftdd) 

A»o t 


JEtaUfltffeBK- 1994-95 1993-04 1992-93 1991-92 
1995-96 19*4-93 


64620.0 47857.3 66008.4 -1172.9 16762.7 -1408.4 23)4- 18400 274)0 5315 10223 

20670.0 15203.0 20616.0 -263.0 5467.0 -146.0 27.0 5640 1724 731 


oatNUalWoaktr 
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Interest Rates 


1995-96 1994-95 
(uptosad- 
ApiU) 


1992-93 1991-92 1999-91 1999-90 1999-99 1997-99 1995-96 1990-91 


Bank Rale (t) 

12.0 

12.0 

120 

120 

120 

10.0 

10.0 

10.0 

10.0 

to.o 

90 

RBI ReAeanoe Rater 












1) Expmt creditffost-shipment) 











(up* 90 days) 

11.0 

11.0 

11.0 

11.0 

95 

9.0 

9.0 

90 

9.0 

IOO 

too 

lb) US Dollar deoomicated 

65 

55 

55 

55 

75 (Introduced re on lan 4,1992) 




II) Coveraenare aacuritiea 












leflaaace 

14.0 

14.0 

14.0 

14.0 

(Introduced as on October 31.1992) 




ni) DUcnthauay 





17.0 

14.0 

14.0 

140 

14.0 

14.0 

no 


(Hi. iv 4 v have been withdrawn three 

(ndn) 

(min) 

(mU) 

(min) 

(rein) 

(rein) 

(re*) 

lv) Sund-by 


October 9.1991) 


135 

125 

125 

125 

125 

125 

110 

v) food credit 





14.0 

115 

11.5 

115 

115 

115 

9.0 

OanuacrcUl banka* deposit rates:- 












i) 46 days up * 1 year . 


1 

\ 


11.0 

to 

9.0 

4.040 

4.040 

4040 

30-55 

ii) 1 year * 2 years j 

12.0(b) 

11.0(b) 

10.0(b) 

hi-ocb) 

12.0 

9.0 

9.0 

9.0 

90 

15 

75 

ih) 2 years * 3 yean j 

(max) 

1 (max) 

(max) 

(max) 

13.0 

10.0 

10.0(e) 

100(c) 

10.0(c) 

90 

95 

hr) 3 years to 3 yean 


: 

1 

1 

: 

11 Ofd) 




10.0 

100 

lv) 5 yean and above 






; ' 




11.0 

too 


Commercial basks' general lending rates: 

I) Up* R* 7500 

ii) Hi 7500 to Rs 25.000 12.0 : 12.0 : 12.0 

■U) Rs25.000toRs.2Ukh 13.5 13.515.0 (fixed) 


13.5 13-13.5 
16 5 15.5-16.5 


10.0 (Cnarrirional rates awe se p ar a t e. s ecs o r-s ps dOc. 
11.5-12 sure-specific and ares-speesfle, which were ratien- 
14-15 alised and made only loan-tare sepdfic Dram 


lv) Rs.2 lakh and Shove freed freed 15.0 17.0 

(mis) (mm). 

Prime leading rater: 15.5-16.0 14.5-13.0 

Export (pte-shipinetx) credrt 

(up to 190 days) 13.0 13.0 13.0 13.0 

Export (post-s hi pment) credit: 

- (Damand UUduaance bills 

(up to 90 days) 13.0 13.0 130 13.0 

Export Credit (deferred beyond 

110 days) 13.0 130 130 13.0 

fost sh ip ment Credit in foreign 
Currency 

(Demand b rfb /usanc r bills 

up to 6 months) 7.5 6.5 6.5 6.5 

food Credit 13.0 15 0 15.0 17.0 

Bead of Leading RsSes of Term-Loxhiif Insutuboat (0 - 

IDB1 15.5-11.5 145-17.5 14.5-175 17-19 

DO 155-19.5 14.5-17.5 14.5-175 17-19 

ICICI 155-195 145-175 14.5-175 17-19 

IRB1 155-195 145-175 145-175 19.5-21 


IRB1 155-195 

S1DBI 95-17.0 

UTl Dmdsad Rree(US-64Amits) 26.0 

UTI Yield Ram 

(My price for US-64) 15.76 


95-17.0 

260 


0 rati office time deposit taler 

1 year 

2 year 

3 year 
5 year 

U) Usenet on me provide* 


* pUn loeen 


September 2,1990) 
16.0 16.0 

160 

165 

175 

195(e) 

(mat) 

(min) 

(nia) 

(fixed) 

(max) 

(area) 

- 

- 

- 

- 

— 

— 

75 

75 

75 

95 

120 

123 

9.65 

9.63 

950 

9.tO 

950 

1250 

9.7 

9.7 

9.7 

9.65 

90S 

90S 

(Introduced on Jan 1. 1992 ■ 

unify with 95 per 

cent tan 

of interest) 

160 14.0 

14.0 

14.0 

140 

125 

14-15 

140 

140 

14.0 

140 

14.0 

14-15 

14.0 

14.0 

14.0 

140 

14.0 

.14-15 

14.0 

14 0 

14.0 

14.0 

140 

14-15 

14.0 

140 

140 

125 

125 

65-125 (cm 

me into as 

paste cxi 

nance re on April 2 1990) 

195 

19.0 

iro 

165 

15.25 

115 

14.11 

13.43 

13.64 

1269 

11.75 

962 

95 

95 

95 

95 

95 

95 

10.0 

100 

10.0 

10.0 

100 

95 

110 

110 

11.0 

11.0 

105 

105 

115 

115 

115 

115 

115 

105 

120 

120 

120 

' 120 

10.0900950 


9.0 florae advmced dunag 1994-19 and outs ta ad h g 
at the end of 1999-90 oo mol id Ma d for 15 yean) 


6-6.7S 


advanced 4.73 (foa- 
1979-94 179 corned- 


fcr 15*30 yeses) 


145 

145 

145 

145 

135 

13.0 

120 

120 

120 

HU 

120 

120 

120 

115 

105 

10.3 

95 

95 

« 

95 


05 65 
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<* aphaaa oftusal audit: WAOARD re financ e U ci Hrt re «* Boap w sO wa ero—Hah 
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lass; tnd TUr 2 far the remaMag period of tha loan. 

■a- arearefisMa; : arererearerelavare 


af 3 yaanand 
■Utah** cat 


one; 4b) Oaty ana o 
reve rears ire i<.<*) 


Ro ooow fc mi FiMicol Weekly Mt*6-I3.1993 







Money Market Rates of Interest 
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_AMU 1995 




March 1995 



February J995 


Instrument* ~— 1 —-—_ 

28(RF> 21 

1,4(RF) 

7 

3KRF) 

24 

17(RP)» 10 


24 

17(RF) 

10 

3(RF) 

Csll money me (weekly 














weighted average) 

7.53 

1026 

10.71 

14.32 

14.23 

15.80 

11.92 

14.89 

11.40 

14.18 

16.49 

1336 

10.93 

C*U roomy rate (range:weckly) 

1.00- 

7.50- 

8.00- 

10.00- 

1.00- 

1630- 

17.00- 

13.50- 

13.50- 

12.25- 

235- 

1030- 

1600- 

11 JO 

I4_50 

18.00 

19.00 

13.00 

18.00 

1.00 

17.50 

1.00 

1530 

60.00 

16.75 

035 

Treasury Bills:- 














91-Day (On tap or ad hoc) 
91-Dey (RBI auction): 

4.60 

4.60 

4.60 

4.60 

4.60 

4.60 

4.60 

4.60 

4.60 

4.60 

4.60 

4.60 

4.60 

Primary 

11.40 

11.90 

12.03 

11.99 

11.99 

11.90 

11.82 

11.73 

11.61 

11.48 

11.40 

1133 

11.10 

Secondary: DFHI (raid-point 



. 

11.65 










of bid and offer) 
All SGL. trading 

11.40 

11.65 

11.65 

11.65 

11.78 

11.70 

1133 

1130 

11.25 

11.25 

11.37 

11.25 


(weighted YTM) 

6.26 




13.43 

12.03 

... 

12.31 



15.02 

15.15 


364-Day (RBI auction) 














Pttavy 

12.21 

• 

12.08 

* 

11.94 

* 

11.84 

* 

11.73 

* 

11.48 

* 

1133 

Secondary: DFHI (rrod-pomt) 

1035 

10.85 

10.85 

10.85 

10.93 

11.65 

11.08 

10.50 

10.88 

10.75 

10.75 

10.75 

10.63 

AH SQL trading 














(weighted YTM) 

11.54 

12.00 

13.32 

13.21 

13.75 

13.01 

13.06 

13.18 

13.66 

13.11 

12.98 

1235 

12.54 

RBI Repo nctioai (GCH securities) 
Smc yovuimis Ioam 

* 

• 

* 

* 

• 

* 

* 

• 

• 

• 

• 

* 

SS 

(coupon met) 

- 

- 

- 

- 

- 

- 

- 

-- 

- 

- 

- 

- 

- 

All SGL trading 
(weighted YTM) 

11.61 

10.13 

12.(2 

12.30 

12.45 

12.30 

11.86 

11.80 

12.05 

1137 

11.93 

II 87 

11.33 

GOi Securitea: Primary auctions 

13.25 

* 

• 

♦ 

• 

• 

• 

+ 

* 

• 

* 

* 

12.71 

(conversion 











(5 years) 

5 yean) 













Secondary: All SGL traduig 














(weighted YTM) 

12.67 

13.06 

13.18 

12.36 

12.55 

12.72 

12.80 

13.08 

12.87 

12.84 

1230 

11.82 

12.52 

PSU Bondi yield:- 














T»x fine: NSB (traded, weighted) 

1153 

11.39 

11.62 

11.62 

11.35 

11 21 

11-45 

11.73 

11.22 

1106 

10.93 

10.07 

939 

NSE (range:weekly) 

10.23- 

11.39 

10.86- 

10.86- 

11.23- 

10.53- 

11.45- 

11.73- 

11.12- 

9.54- 

10.87- 

9.76- 

933- 


11.69 


11.79 

.11.79 

13.46 

12.62 

11 45 

11 73 

1131 

11.16 

1101 

10.18 

9.69 

Taxable: NSE (traded, weighted) 

1539 

1439 

14.95 

14.96 

15.24 

15.44 

14.87 

13.89 

1559 

13.21 

14.97 

13.39 

13.05 

NSB (Range weekly) 

12.56- 

1234- 

12.57- 

12.57- 

15.24 

12.50- 

12.98- 

1235- 

13.44- 

13.13- 

12.82- 

12.99- 

11.96- 


16.07 

15.12 

15.25 

15.31 


1562 

15.24 

15.13 

1339 

13.45 

15.04 

13.99 

13.48 

Commercial Bilb DFHI 














(Rediscount rate) 

15.00 

15.00 

15.00 

15.00 

15.00 14-15.5 

14.00 

14.00 

14.00 

14.00 

14.00 . 

14.00 13.5-14 

: Other secondary 

DA 

BA 

BA 

BA 

BA 

BA 

BA 

BA 

BA 

123- 

123- 

123- 

12.5- 

(30160190 days) 










14.0* 

14.0# 

14.0# 

14.0# 

CPj’riaoary market (90 days) 

14.50- 

14.50- 

14.50- 

14.50- 

14.5- 

143- 

14.5- 

143- 

1330- 

13.50- 

1330- 

13.00- 

13.00- 

16.00 

16.00 

16.00 

16.00 

15.5 

153 

15.5 

153 

14.25 

14.25 

' 14.25 

15.00 

15.00 

Secondary: DIM (diacount rale) 

16.00 

16.00 

1600 

16.00 

16.00 

16.00 

16.00 

16.00 

16.00 

16.00 

16.00 

16.00 153-16 

Secondary: nnsfccl/NSE 

14.40 

14.50 

15.25 

14.20 


13.50 

13.10 

14.00 

1530 

12.00- 

12.00- 

12.00- 

12.00- 











13.00 

13.00 

13.00 

14.00 

CDs iFrinmy market (one year) 

(4.00- 

14.00- 

13.75- 

13.50- 

13.00- 

13.00- 

13.00- 

13.00- 

13.00- 

13.00- 

13.00- 

13.00- 

13.00- 


15.00 

15.00 

14.50 

14.50 

14.50 

14.00 

14.00 

14.00 

14.00 

14.00 

1500 

15.00 

15.00 

Secondly: DIM (tHaoouni me) 

15.00 

15.00 

15.00 

15.00 

15.00 

14.00 

14.00 

14.00 

14.00 

14.00 

14.00 

14.00 

133- 














14.00 

btier-corponAe 
(3QWII0 days) 

15.00- 

15.00- 

15.00- 

15.00- 

143- 

143- 

143- 

143- 

143- 

143- 

143- 

143- 

14.00- 


20.5 

20.5 

20.5 

20-5 

193 

193 

193 

193 

19.00 

19.00 

1730 

1730 

17.00 

Un-1964 Units (Week-end 













* 

secondny market price in rapees) 

17.73 

17.73 

17.69 

17.69 

17.69 

17.69 

17.65 

17.63 

17.63 

17.63 

17.63 

17.63 

17.63 

Hnadi Rase 

24.00 

24.00 

24.00 

24.00 

24.00 

24.00 

24.00 

24.00 

24.00 

2400 

24.00 

24.00 

24.00 

(i) Forward premia on the 














US dollar in the domestic 
laser-bank mnritei (annua¬ 
lised in per cent per 'annum) 
(Weakly average) 














SpobCaah 

4.94 

4.36 

7.99 

16.26 

12.30 

12.38 

8J3 

4.49 

7.71 

5.09 

4.95 

5.12 

4.66 

One-month 

6.69 

7.87 

830 

8.29 

9.22 

8.71 

7.07 

6.11 

7.19 

6.62 

6.46 

5.47 

5A5 

Thw mtmtk 

707 

7.81 

8.12 

7.56 

7 94 

7.14 

6.32 

6.14 

6.79 

6.43 

637 

6.49 

634 

Six-month 

7.51 

8.03 

8.15 

7.10 

7.89 

7.03 

6.34 

6.38 

6.61 

6.40 

6.62 

631 

6.30 

(ii) Havaia mrOU/USS) (Dufew) 

35.20 

35 20 

3600 

36 00 

3500 

35.00 

35.30 

3530 

3530 

3600 

36.00 

3530 

3530 

no tradfeg * no motion m not available (-) no flontatioa YTM * 

1 

8 

I 

S> AM W4i mi wiACttd #Oaty far 30 4q*J 

• ITlfc being holiday the week ending apto 16th RFmeane 

rapmilnd Friday for fortaighriy reporting 6f aondtoons of banking b 

MbMMOTdthe 

ramgaamninmawHi 


penoo. 











I 


m 


Bcdoohuc md Fotitkal Wedcty M#y 6-13.1995 

v' ■ ' f- 











COMMENTARY 






Hack Law and White Lies 
. Report on TAD A, 1985*1995 


he abuse of TADA is built into the law itself. By replacing normal law 
nd procedure it eats into the foundations of democracy. 


3N yean ago on May 23.1985, Terrorist 
nd Disruptive Activities (Prevention) Act 
TADA) was introduced as a temporary 
jeasurelocamboanextraordinary situation, 
iver a decade, 23 of the 25 states and two 
f the seven union territories were notified 
nder the Act. More than 95 per cent of our 
itizens came under the purview of the Act. 
Today it is widely accepted that TADA 
>as been thoroughly misused. Large numbers 
f innocents have been arrested. Protests 
(ainst the Act have also grown. In this 
ituation every political party has suggested 
jme change in the Act to curb large-scale 
nests. However, it is not so widely accepted 
tat the provisions ofTADA are themselves 
sponsible for such a state of affairs. A brief 
ook at the data on implementation would 
jt to rest all hopes of a TADA' with a 
iuman face. 

Until June 30.1994, 76,166 persons had 
sen arrested underthe Act. Of these 18,708. 
e, 24.5 per cent, were discharged without 
ny charges being framed against them.Trials 
vere completed in the cases of 20.386* 
arsons. Of these 843 were convicted and 
9,543 acquitted - i e, basely 4 per cent of 
k persons who were tried under TADA 
tie found guilty (see Tabic 1). That nearly 
ne-fourth of the persons arrested under 
ADA weteooteveocharged for any offence 
nd that 96 per cent of those tried were found 
imocent only goes to show that TADA is 
ot only inefficient but also ineffective for 
he purpose it was meant to serve, 
neffiococy, however, is not just a technical 
natter. In the case of TADA H involves the 
fe and liberty of tens of thousands of our 
uizens. A* oftodey.there are 373)33 persons 
till accused under the Act and their easel 
re either at the investigation stage or under 
ial. Even if we assume that charges have 
een framed against all these persons, then 
oing by die previous record, over 35400 
fthem will be found innocent by the court 
nd acquitted. 

This is not merely a farcical exercise of 
ocking up aad refoastag persons. As of 
•eptetnber 30,1994, • total of876 persons 
ud spent one year or more in jail sod their 
»es were sdl at the iavattgntian stage. Of 
hese, 143 parsons had spent b e tw ee n two 
3 three yean. 49 had spent three In four 
'csnauri fonr aocusad had spent ovsraavw 
«an without foe poMoa having filed cfouge 
*•«** (areTubia tt Apart (fore three, there 


ere 2,582 accused still in custody whose 
cases have reached the trial stage. For 
instance, Rakesh Kumar was a rr es t e d with 
a button activated knife from Ben Wallah 
Bagh in west Delhi hi S ept e mb er J986 
Charged under Section 5 of TADA, he was 
in jail for four yean before charges were 
filed. After another four yean of trial, he 
was finally acquitted in 1994. These 
undertrials have spent anywhere b etwee n 
one to nine yean in jail. The- question, 
therefore, is not only the number of persons 
falsely accused but also the length of time 
for which they are kept in detention. 

Once charged under TADA. by definition 
the accused crosses the line beyond which 
his freedom is a threat to the ‘security of 
the sale', and ‘public order’. And mere 
words scribbled on an FIR can change 
material reality and can convert a free ddxen 
into a threat to the national security and a 
prisoner without trial. And even though 
discharged or a cqu itt ed, the stigma remans. 
This gives rise to a contempt for the rule 
of law and engenders precisely the kind of 
violence that the Act purports 16 suppress. 
It is the provisions of TADA which are 
responsible for this failure and the 
consequent wanton punishment and human 
misery. The replacement of a judicial 
magistrate by an executive magistrate, the 
extended remand period, admissibility of 
confessions made to police, the shifting of 
onus of proof on to the accused and denial 
of bail means that any citizen can be picked 
up and pot in jail wish hardly «y avenues 
of redress. No lea than 76,000 persons have 
been branded ‘anti-national’ by the 
government in this fashion, and have been 
nude to go through this tortuous process. 

Arguments on die necessity of TADA 
have revolved largely around the inadequacy 
of existing law since normal proced u res of 
law are ineffective in dealing with ‘terrorist' 
crimes. Normal proced u re s were p re se n t ed 
a allowing the guilty a chaaoe to evade 
1 amlihns'W, justifying the need foraaepoase 
Judi c i a r y and cuhttuatl powers for th apolice 
ft was argued that TADA would provide 
s peedy trials sad “ffr—* ■*» procedures for 
combating ‘terrorist aad di s ru p ti ve 
■entities' This aaparotot is aaati gapahr 

to prapagaaMIt wNkmTaagar apd wMfcg 
e moti ve aad fogWtiaro ia taut. Aad 
Mgaadaa agate* taaaatiag rietamahae 


also resulted in the consolidation of public 
opinion in favour of extraordinary laws like 
TADA. 

It it in this context which exists today that 
the obvious needs to be restated - (hat the 
provisions of law arc meant for those who 
violate law, not for those who follow it. The 
normal procedures prohibiting police 
confessions and assumption of innocence of 
the accused, are not made to provide room 
to the accused to evade punishment These 
arc necessary to ensure a fair trial aad to 
differentiate be t ween the innocent and the 
guilty. The procedures for has! under normal 
law are similarly intended to protect the 
innocent against tong periods of detention, 
when the process of investigation and trial 
is wilfully delayed by the police. 

TADA, by crippling these provision, 
cannot distinguish bet ween the innocent and 
the guilty. It results in innocents being kept 
for long periods without any charge*. It 
results in a higher possibility of corrupt 
practices in (he police force. Thus misuse, 
human suffering and denial of justice are 
congenial to the Act. But this is not ail. 
TADA not only deprives people of their 
democratic rights, it also undermines the 
institutions that are necessary to ensure these 
rights. 

Resume of TADA 

Devolution of pow ers het ween 'legislature, 
executive and judiciary is essential n? provide 
checks in any law. TADA drastically alters 
this balance of power Notification of any 
area under the Act is done by the executive. 
The police, as part of the executive, gets 
uatxanmmd led powers to arrit Tbe armed 
are produced before an executive magistrate. 
The judiciary has precious hole to ay or 
do in this entire process. The courts can 
do nothing to prevent the incarceration of 
an innocent for up to six months at least. 
Very recently, on the suggestion of the 
judiiaafy.cxecuife review oomnmtee* were 
formed, comprising senior bureaucrat* and 
suae officials, to examine (he operation of 
the Act Thus T ADA ha ensured (hat the 
necessary restraints an the power of the 
executive have disap pea re d and has alao 
made other institution* of thextale tnctevant 
aa they h a ve wittingly renounced the ir p ow ers 
ia favour of the executive. 

Tate (tuner of the police. The function 
of the pokes ia to maintain law and order, 
W tirvettigtie crimes, and collect evidence 
It ia an experien ce d reality dm mdmary 
policeprocedags wvaiabiy involve t enu re 
andamortoa. The flow of funds, to a targe 
■mat, dataraatea dm regtemtea of at HR 
aravroa p ro pe r imu regain a The entry 
anAOAfoartirvuteitlarnnlyurawwwd 
the abandon by yrtiug undocked powers 
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Dnta on tfaci m ptan cn aaioaofTADA shows 
this starkly (seCTrirfe 3). Till June 30, 1994 
the police had filed 49,858 case* all over 
the country. Leaving aside the 8,019 cases 
in winch investigation is .still on, there are 
41,840 cases. Of these 22,493 cases, ie. 54 
per cent of the total, never reached a 
designated court. Every one of the accused 
was remanded to custody up to one year. 
In this period the police was to complete 
investigations and file charge sheets. The 
police did not file a charge sheet, and the 
accused were let off after a year in jail. Of 
the 19J47 cases which readied a designated 
court, 2,859 cases, i e, 15 per cent of those 
charge sheeted, were found to be baseless 
or lacking in evidence and were hence 
dropped by the court Trial was completed 
in 83510 cases, of which 94 per cent resulted 
in acquittal. 

An Act that gave powers to the police to 
book any person as a ‘terrorist', created 
provisions to remand an accused person up 
to one year, to extract confessions and to 
shift the onus of proof onto the accused has 
made the police disinterested in filing charge 
sheets and in collecting evidence. In sum 
the Act encourages the police to neglect or/ 
and violate procedures. It encourages and 
justifies shoddy work and pour investigation. 
And when this attitude sets inTAD A becomes 
aconvenient replacement for the Indian ftnid 
Code. Ordinary and petty crimes can easily 
be registered under the Act. Hence both the 
abysmal conviction rate, as well as the large 
number ofcases of misuse bang cited today. 
The Supreme Court in the Kariar Singh case 
ruled that misuse can be tackled by giving 
powers to higher police officers. Thus in 
Delhi the police commissioner was required 
to give assent to every case booked under 
TADA. However, the former police 
commissioner of Delhi. M B Kaushal, could 
not recall the number of cases in which he 
had given assent. When asked by a judge 
in the Karkaniooma designated court (Delhi) 
whether petty criminals can be booked under 
TADA, he replied in the affirmative adding 
that the accused should have been convicted 
in some previous case. Using the Oxford 
dictionary he defined ‘terrorist’ to mean any 
person who creates a scare and concluded 
that all persons whose acts ca n lead to othen 
feeling scared can be booked trader TADA. 

It was police officers such as these along 
with a set of bureaucrats who we re e nt rusted " 
by the Supreme Court with the task of 
reviewing TADA cases to preve nt possible 
misuse. Three months after the Supreme 
rmit wmmiMff iitfffl th e minist er of stsre 
for internal security assured the Rjgya SaUut. 
an June 16,1994, that the government would 
reviewthe working of TADA. A month later 
the chief ministers were asked to “consider 
reviewing some TADA cases, selected 
personally onatandom basis*.'The Supreme 
Court had suggested that the review 
committee be headed by the chief secretary. 


and indude the home se c ret a ry, secretaries 
of other departments concerned, and police 
officers. No criteria was evolved to examine 
the ^distinction between proper use and 
misiue. Nor was any compensation suggested 
for those found to have been wrongly charged 
and arrested. 

State governments wotked in an equally 
random manner. The Uttar Pradesh 
government announced on July 16,1994that 
zonal inspectors general of police had 
reviewed TADA cases and had decided to 
withdraw charge* against 180 accused, in 
Maharashtra a retired high court judge 
reviewed 282 cases and found 93 cues of 
wrong application, in Gujarat the then chief 
minister Chimanbhai Patel initially denied 


any misuse of TAtJA. Later under 
* a review committee comprising 
Congress patty drief, s former MP 
politicians was formed. The w 
minister, Chhabiktas Mehta, after 
office declared that the rccommenc 
this committee were not bindin 
government. In Punjab, the polic 
PS Gill declared in January 1995tl 
police had undertaken an exercise 
TAD A cases against300mi litants u 
those to be granted amnesty. He m 
TADA had been brought in as a pi 
measure and not to punish the sc 
Delhi a review committee idem! 
ca.s.-s in which TADA provisions 
be lifted. When this was presente 


Table I: Assam and Junes 
(As on June 30,1994) 


Suaes/Union 

Territories 

Total Arrests 

Discharged 

Acquitted 

Convicted Conrk 

Andhra Pradesh 

7.434 

581(8) 

3.254 (99) 

44 

Arunachal Pradesh 

■97 

8(8) 

11 (100) 

0 

Assam 

12,715 

0(0) 

15(100) 

0 

Bihar 

845 

437(52) 

0(-) 

0 

Chandigarh 

249 

39(24) 

144 (92) 

12 

Delhi 

1.529 

4(0) 

474(91) 

47 

Goa 

4 

0(0) 

0(-) 

0 

Gojarat 

18.584 

11,925(64) 

5,190(97) 

174 

Haryana 

1,170 

0(0) 

871 (82) 

192 1 

Himachal Pradesh 

22 

0(0) 

14(100) 

0 

Jammu and Kashmir 

10.987 

2.042(19) 

1,628(100) 

0 

Karnataka 

225 

0(0) 

2 000) 

0 

Kerala 

14 

0(0) 

O(-) 

0 

Madhya Pradesh 

358 

2(0) 

134(94) 

9 

Maharashtra 

2.419 

316(13) 

330(90) 

36 

Manipur 

1.601 

266(17) 

14(93) 

1 

Meghalaya 

16 

0(0)‘ 

O(-) 

0 ■ 

Punjab 

15.282 

2.768(18) 

7361 (96) 

292 

Rajasthan 

473 

135(29) 

32(53) 

28 

Tamil Nads 

253 

46(18) 

MIOO) 

0 

Uttar Pradesh 

1.283 

119(9) 

168 (95) 

8 

West Bengal 

6 

0(0) 

O(-) 

0 i 

Total 

76,166 

18,708 (25) 

19343(96) 

843 


Note: The stales of Nagaland and Tripura ate notified, but there are no cases under TAD 
wed there. Per cent discharged is cs l eui sled in relation to total arrests. Per cent m 
is rslrulssrd in relation to total decided cases. Conviction rate is a pnern t a fe of 
coovtcrioos to total arrests. 

Source: Horae Ministry 


Tasls 2: Punbhmsnt wtthout A Cham* 

(Yean of Detention of Deteoucs in Jail without Charge Sheets Being Piled for 
over a Year, at on Septemb er 30. 1994) 


Number of Yeara 


SatefUnioe 

—«--t-1 _ _ 

i ocr nones 

i 

2 

3 

4 

5 

6 

7 

Total 

(«*> 

AP 

33 

4 

8 

1 

0 

0 

0 

46 

Attm 

574 

61 

11 

4 

0 

b 

0 

650 

Phaarigirh 

0 

1 

1 

0 

0 

0 

0 

2 ■’ 

HP 

2 

Q» 

0 

0 

0 

0 

0 

2 

MP 

3 

0 

0 

0 

0 

0 

0 

3 

M iban&n 

7 

34 

9 

0 

0 

1. 

0 

51 

S» -» -L- 

MCfBMym 

0 

10 

0 

0 

0 

0 

0 

10 

rnv 

24 

2 

1 

0 

0 

0 

0 

27 

UP 

II 

31 

19 

9 

4 

0 

4 

85 

TOttl 

661 

143 

49 

14 

4 

i 

4 

176 


Matt: Slarilw dres Is tawlldble for Atwtadwl, Bihar. Q^stW.J—nu sad Ksrimdr. Mai 
fcfizorwL No tawmcea of dataadoawWbowdwp *eat Mad forever a year at Dt 
Hsryma, Kanwria. Koala. Ihgthst, Tarad Nads owl Wsst Bengal. The coles 
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in 134 of the case*. The process of review 
thus came to a standstill. Two undertrisls 
petitioned the Supreme Court to secure 
implementation at the withdrawalofcharges 
as staled in the government order. 

The review committees, though welcome, 
have further confused the circumstances 
facing those arrested under TADA. The 
arbitrary manner in which committees were 
formed, the lack of any guideline, and refusal 
by the government to declare any criteria on 
which the cases were to be judged, have 
created a procedure that is not fair. In many 
cases the police, which till now was the 
prosecution,.investigation and supplier of 
evidence, has also become the dispenser of 
justice. TADA which lacks a rational 
classification to decide the circumstances in 
which the Act is to be used, has been provided 


and not ‘law and order* which is a state 
subject 

Once the question of co m pet ence was 
settled, virtually every provision of TADA 
was justified,-and striking down of any 
provision of the Act, introduction of any 
changes or ever) providing a more liberal 
interpretation was categorically opposed, as 
thru would frustrate the intention of 
parliament. This is estrange argument when 
the constitutionality of a legislation is in 
question. The intention of the'legislature is 
the proper concern when a court interprets 
a statute. But when constitutional validity 
is what is being tested, the intention of the 
framers of the Constitution becomes the 


proper concent Jhecourt wittingly accepted 
the gov er nm en t co n te nti o n that TADA was 
required for a speedy trial. This argument 
could easily have been tested against the 
facts, but the court chose not to do to. On 
September 30, 19$4, the number of 
undertriais lodged in jail for over one year 
stood at 2,582. Of them 283 had been in jail 
for periods ranging from five to nine yean, 
and 1,087 had beat in jail for three to five 
yean and the rest between one to three yean 
(see Table 4). Add to this the period in jails 
due to delay in investigation and we get a 
total figure of 3,458 persons in jail due to 
delay by the prosecution or the courts. 

The general attitude of the apex court 
towards TADA provisions has been one of 
resisting any. substantive change in the 


Tabu 3: Poucx *ie> TADA 
(Position of Cases as on lane 30.1994) 


with review that lacks a rational basis. As 
a result TADA has bred a contempt in the 
executive for all- norms of fair procedure. 

Once an accused is given over to the court, 
the judiciary is responsible for preventing 
miscarriage of justick. But under TADA, the 
judiciary has little control over the case till 
six months of detention are completed. For 
the case is not brought before a designated 
court till the charge sheet is filed. The 
executive magistrate before whom the 
accused is produced can only choose bet ween 
remanding the accused to police custody or 
judicial custody. After the filing of charge 
sheet, the framing of charges by the court 
begins. The non-availSbility of the police 
investigating officer for long periods ensures 
that this takes nowhere less than two years. 
All this time, the court is prevented from • 
iving bail, since the Act rules that delay 
does not constitute a reason for giving ball. 
The high courts too are constrained from 
hearing appeals against any order under 
TADA. Thus the judiciary is made redundant 


suw Of Tool _ QfChaflamti 


Union Territories 

Total 

Dropped 
by Police 

Chattan 

Filed 

Dropped 
by Court 

Acqeined 

Convicted 

Andhra Pradesh 

3.655 

660 

2.101 

0 

629 

28 

Anmachal Pradesh 

28 

0 

22 

4 

6 

* 0 

Assam 

4,792 

1.490 

975 

5 

9 

O 

Bihar 

57 

14 

0 

0 

0 

0 

Chandigarh 

189 

60 

127 

60 

99 

9* 

Delhi 

1.735 

228 

1.490 

0 

479 

47 

Goa 

5 

4 

0 

0 

0 

0 

Gujarai 

3,154 

1.212 

1.916 

1.162 

574 

19 

Haryana 

1.443 

108 

1.331 

o- 

780 

157 

Himachal Pradesh 

33 

20 

7 

0 

7 

0 

Jamroo and Kashmir 

14,475 

10.264 

461 

0 

16 

0 

Kamauka 

41 

4 

23 

0 

I 

0 

Kerala 

5 

0 

0 

0 

0 

O 

Madhya Pradesh 

122 

12 

108 

0 

23 

7 

Maharashtra 

733 

194 

343 

104 

75 

8 

Manipur 

946 

483 

M 

62 

6 

1 

Meghalaya 

3 

0 

0 

0 

0 

0 

Punjab 

17.518 

7.378 

9,843 

1.368 

5.263 

235 

RajasdMn 

150 

37 

112 

18 

10 

II 

Tamil Nadu 

43 

13 

16 

0 

1 

0 

Uttar Pradesh 

731 

312 

383 

112 

15 

3 

Wen Bengal 

1 

0 

1 

0 

O 

0 

Tool 

49.859 

22,493 

19.347 

2J95 

7.988 

522 


Note: The stales of Nagaland and Tripun sre notified, bur tberc arc no cases wider TADA 


to a largeexlenl in preventing the miscarriage rtf?t>crcd were 

of justice. ' ’ Source Horae Mantxy 


Abdication by Juduaby 

The judiciary however has one power 
under the Constitution: to strike down any 
legislation that contravenes the letter and 
spirit of the Constitution, it is here that the 
judiciary abdicated iu responsibility, (nearly 
1994 when the figure of the loud arrested 
persons had crossed 67,000, the Supreme 
Court took up for hearing a batch of over 
400 writ petitions, special leave petitions 
and appends, on the legislative co m petence 
rod the constitutional validity of the Act On 
Match 11,1994, the court finally delivered 
its judgment upholding the Act and dhpoeed 
of the petitions without coats (Kartar Shtgh 
i state of Pu^ab). The oft repeated reforin 
in the judgment was the intention of 
parliament. The a r gu m ent put forward by 
the court was simple - that pmtiamem is 
co m pe te nt to promulgate this Act, was 


Tabus 4: How Snsaor Ass TOuu taram TADA’ 

(Naraber of Uadtsiriabia Ml Whose Trial Has Taken over a Year. According so Nuaberef Years 
of DfSftvton, as oa Sep tem ber 30, (994) 


Stale/ 




_Unto of Yams_ 





Umon Territories 

1 

2 

3 

4 

5 

6 

7 

8 

9 

Tool 

Aadhra Pradcxh 

43 

23 

29 

3 

• 

0 

0 

0 

0 

98 

ffrurtijiti 

0 

1 

0 

1 

0 

0 

0 

0 

0 

2 

Delhi 

10 

102 

194. 

116 

68 

25 

6 

2 

5 

528 

■ a- 

nvjfw 

14 

21 

41 

11 

14 

3 

8 

0 

0 

119 

Kariwaka 

13 

99 

13 

0 

1 

0 

0 

0 

0 

128 

IP- i rl , ti 

3 

26 

13 

' 4 

2 

I 

0 

1 

0 

50 

121 

425 

246 

73 

31 

1 

0 

0 

0 

•97 

aafiuanyi 

Pw$ab 

1 

64 

1 

65 

0 

94 

0 

43 

0 

14 

0 

10 

0 

9 

0 

3 

0 

0 

9, 

302 


10 

32 

31 

56 

40 

10 

0 

0 

1 

180 

TasaflNade 

32 

25 

S 

42 

0 

0 

0 

0 

0 

104 

Unar Pradesh 

2 

5? 

36 

34 

>6 

7 

6 

1 

0 

159 

Wat Boagal 1 

0 

6 

0 

0 

0 

0 

0 

0 

0 

6 

Total 

320 

890 

704 

383 

186 

57 

29 

7 

6 

2J82 

Hum: Duai ant at 
htiaonua. No h 

2SZ 

ter Ares 
i of each 

£ 

MraM 

iaamA 

£ 

Oun.Hr, 

11 

abate.* 

tea* 

wm4 
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provisions, whether through striking down 
the provisions or through interpretation. Evan 
when the Supreme Court has Attempted to 
narrow down the scope of use of some of 
the sections such as those relating to section 
$ or to grant of bail, later judgments have 
partly overruled these. In Delhi, for instance, 
of the 316 persons in judicial custody at the 
end of 1994, 140 had been charged solely 
under section 5. The constitutional bench 
judgment on TADA brought this provision 
into limelight. Since only a minority 
judgment had commented on it and ruled 
that to attract the provisions of TAOA, 
association of the arms with terrorist activity 
needs to be shown, it gave hope that the 
ambit of section 5 may be narrowed. On 
May 17. 1994 in the matter of Paras Ram 
vs State, the Supreme Court laid down that 
a person cannot be prosecuted under section • 
5 unless live ammunition is recovered along 
with the firearm. However, both these were 
overruled by another five-member bench 
(Sunjay Dutt vs Suae, September 9,1994). 
The court held that only 'conscious', 
‘unauthorised' ‘possession of arms’ in a 
‘notified area' is required to be proved by 
the prosecution. The onus of proving that 
possession of arms has no connection with 
terrorist or disruptive activity again falls on 
the accused. Onjhe question of ammunition 
it was held that the ‘arms and ammunition' 


mentioned in section S be read as ‘arms or 
ammunition'. The bench agreed that section 
5 would be vulnerable to misuse and the 
state government's power would be 
unfettered if the power to notify an area 
tinder the Act does not have a relation with 
cubing terrorist and disruptive activities. 
Yet, in the full knowledge of the Tact that 
TADA presently coven over 95 per cent of 
our citizens, and many of the areas to which 
it extends cannot be even remotely connected 
with terrorism as explained in the statement 
of objects and reasons, the court desisted 
from making any change and merely 
recorded: “the existence of the factual basis 
for declaring a specified area as notified area 
has to be presumed for the purposes of 
section 5..." Legal presumption is all very 
fine, but not when one is dealing with a 
legislature that spent 16 hours in nine years 
to assess the outcome of this legislation. The 
court by making this presumption Inverted 
all logic and held that terrorist acts occur 
in every area notified under TADA. And 
sure enough in each state and union territory 
that was notified, police promptly identified 
terrorists. * 

Despite the absence of any substantive 
modification in the Act by the apex court, 
the blatant misuse is bemoaned by the court 
on various occasions. Kartar Singh vs Stale 
for instance was the first official 


a ck nowle dg ment that TADA wtirtuing 
misusttt It recorded that the entire Kate haf 
been notified In one go, and no area once 
notified had been denotified. In Hitendrs 
Thakur case the court categorically states: 
"Of late, we have come across some cases 
where the designated courts have charge 
sheeted and/or convicted an accused person 
under TADA even though there is not even! 
an iota of evidence from which it could he, 
inferred, even prima facie let alone 
conclusively, that the crime was committed 
with the intention as contemplated by the. 
provisions of TADA.” While TADA makes 
the courts redundant to an extent in checking 
misuse, the ease with which the judiciary has 
abandoned its responsibility and yielded to 
'the pressures from the police and (he 
government is disturbing. And to hand over 
the charge of reviewing misuse back to the 
executive is shameful. Compare this with Sri 
Lanka, where in a situation qualitatively 
worse for thegovernment, the SupretneCuun 
Struck down provisions of a comparable law 
relating to the admissibility of confessions 
to police. 

Politics ofIndwemxch 

The legislature which created this piece 
of legislation that is to haunt us for many 
years to come even if TADA is not extended, 
discussed its promulgation for six hours in 
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EXIMBANK 

EXPORT-IMPORT RANK Of INDIA 


EXIM RANK INTERNATIONAL TRADE RESEARCH AWARD 1995 In 
International trad* and related International financing 

THE AWARD 

The objective is to promote research tn International Trade and related International financing by Indian nationals, at 
universities and academic institutions tn India and abroad. The Award will consist of a sum of 
Indian Rupees Fifty Thousand and a citation. 

MANNERS 

Dr. Nagesh Kumar - Thesis. Foreign Controlled Enterprises in Indian Industry. 

Dr. Sebastian Moms - Thesis: Foreign Direct Investments from India: 1964-83 
Mr. Prabhuyt Sarkar - Thesis: The Post War Terms of Trade Controversy: A Re-Fiya mi nation 
Dr. fMs. I Neeiam Singh - Thesis: Foreign Ownership, Sire and Performance of a Firm: A Case Study of 
Indian Pharmaceutical Industry. 

Dr. Subhayu Bandcpadhyay - Thesis: Export Taxation m a Mutocountry General Equilibrium Framework 
.Dr. Mathew Joseph - Thesis: Exchange Rate Regime of Less Developed Countries 
Dr. Tarun Katxraj - Thesis. Some Aspects erf Technology Transfer, Theory and Policy. 

Dr. A Prasad - Thesis. External Debt of Developing Countries. A case study of India 
Dr. (Mrs.) Ashvwni Deshpande - Thesis: Some aspects*/ International Debt.of Developing Countries. 

THE ENTRY 

Research work in International Trade and related International financing leading to a doctorate from a university or 
an equwalent academic institution in Intha or abroad is a prerequisite for ekgibilty of the Annual Award EximBank 
vml accept as entries. Iheses by which doctorates have been obtained from January I, (991 to July 31, 1995 

Last date for submitting entries is July 31, 1995, % 

- Entry Forms available from. Atsistant General Manager - Planning. Export, import Bank of India, 

Post Bag 16100, Bombay 400 005. Jhdta. Fax: 2180743. 
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^lchcnly34mBtnbmp*rtkjp^Inthc 
lOyearsfoHowiog the promulgation, TADA 
came up for diacusdon on four occasions, 
and the total time (pent In discussion was 
ten hours and 10 minutes, in which in all 
42 MPs participated. In other words the 
central legislature ab di ca ted all responsibility 
to assess what was happeningfo the citizens 
through a law it had created. The discussion 
that took place was merely because TADA 
had to be extended every two years through 
an amendment in parliament. The state 
legislatures were no better. Without any 


debate on whether such a legislation was 
required, stale after slate was notified through 
an executive order published in the state 
gazette. The opposition today to TADA by 
various political parties is solely governed 
hy the considerations of electoral politics. 
For instance, the chief ministers of Uuar 
Pradesh. Andhra Pradesh. Kerala and Bihar 


have opposed further extension of TADA. 
Andhra Pradesh hps a record of being the 
fifth largest state in the number of persons 
arrested to date. Uttar Pradesh has the dubious 


distinction of keeping persons in jail for 
seven yean without even filing charges. 
And Kerala was only recently notified with 
the arrest of four CP1(M) and three RSS 


activists. On ihe other hand, the chief 


and judges. And so separate criminal 
procedure, separate judicial hierarchy and a 
separate political structure are created. 
Implicated in this structure of systematic 
violence directed against over 855 million 
people of our country are a range of actors: 
from inspectors in remote 'thanes', magis¬ 
trates in far-flung designated courts, right 
up to the top officials it) police and mini seen. 

The fact that TADA is misused is well 
known. The fact that it has failed miserably 
in controlling ‘terrorism’ ia starkly clear. 
But we still accept the white lies that brought 
this black Act into existence. We still refuse 
to sec that TADA is condemned by its very 
logic and structure to both misuse and failure. 
And yet the legislators, political leaders, the 
courts, the police all invoke the escalation 
of violence in everyday life by uprooting it 
from its social context created by the policies 
and development process. Whatever 
democratic space is provided in the 
constitution for political protest and dissent 
is gradually circumscribed. Until all protest 
is pushed outside the realm of the 
Constitution, the ‘perceived' threat to the 


state is auSotnarically heightened And so the 
hysteria afaptK grave threats to ‘unity, 
integrity and s overe i gnty'grows, as the state 
abdicates its responsibilities to the persona, 
negates its own basic foundation - that of 
s democratic, secular socialist republic And 
having stared long enough into the abyss, 
(he abyss stares back. So die state inevitably 
. becomes the mirror image of the grotesque 
monster that it created and now seeks to 
suppress. 

Extraordinary situations demand not 
extraordin a ry laws but an extraordinary will 
to strengthen and preserve the basic 
democratic values and foundation* of a 
society faring challenges. The more severe 
the challenge, the more overpoweringly 
urgent it is to strengthen the institutions that 
maintain democracy. Failure to do 10 docs 
not only mean a failure to confront the 
extraordinary challenge. More dangerously, 
it propels us down Ihe precipice that leads 
to anarchy. 

(This snide is bated on a report cm TADA 
pr ep ar ed by the People's Union for Democratic 
Rights. Della.] 


Choosing Vice-Chancellors 


A Special Correspondent 

While the unsavoury record of vice-chancellors of universities, in 
Maharashtra and elsewhere, have received public attention, the eminent 
men who constitute the selection committees who choose these vice- 
chancellors remain unaccountable for the choices they make and the 
damage caused thereby. 


ministers of Orissa. Sikkim and Nagaland 
support TADA, even though their stales 
have not been notified under the Act. 

Political parties too failed in their duty 
to protect persons‘s rights. The opposition 
is expected to play a serious role when ihe 
ruling party blatantly misuses a provision. 
This, of course, did happen. But every major 
political party in the country is. or has been, 
a ruling party in one state or another in the 
Iasi decade. And it has derived benefit from 
ihe provisions of TADA to decimate all 
political opposition. By using it against one 
another depending on which party is in power, 
these parties have effectively obscured the 
difference between use and misuse. Today 
when TADA is being perceived as a 
communal legislation, the Act has become 
an issue in the parliament with the elections 
m the near future. But none of these parties 
has made a categorical statement against 
promulgation of arty similar law or changes 
■n the established law. Each of these parties 
has enjoyed the absolute and unquestioned 
power that TADA gives to the ruling party 
And none is willing to give it up in the 
interests of democracy and pepok's rights. 

EaouoNOF iNSTrnfnoNS 

Thus institution after institution is being 
traded of all democratic content . Such then 
11 the regime of TADA that we confront 
“day. A (aw ia drafted by anonymous 
’weaucratt tb the law ministry, passed 
without debate by indifferent partia- 
rowtxrians, U n pletn eate d with a vengeance 
"7 the pofict and then left to be decided in 
littleaa hearings by d isint ere st ed magi nmes 


SOME aspects of the court case which the 
ex-vice chancellor of Bombay University, 
S D Kamik. had filed against a leading 
Marathi daily and lost deserve notice. The 
daily had carried a few articles about the 
vice-chancellor's ways of running the 
university - listing cases of harassment of 
some uni versity employees, of fa voun shows 
to a chosen few (one of them being his wife) 
and to institutions run by powerful 
politicians, disregarding norms of good 
education and the welfare of students. He 
was also charged with inaction even in 
documented cases of corruption, Others also 
had come up with memoranda documenting 
these and similar charges. The impression 
was of a university running not quite above 
board and in all-pervading atmosphere of 
boorish insolence and petty intrigues. 

The vice-chancellor went to court cha r gi n g 
the daily of defaming him and maligning 
him personally for derisions taken by tire 
university as a whole. Interestingly, he tad 
gone to court eerber agate* others abo for 
defamation, hi his caae agate* the tatty, he 
asked far a permanent tar entire pabticaarea 
of further articles, k was re g n od tine hy 
riming them jure whan the tattler of his 


would diminish his chances. The court did 
grant him an interim stay. But in its final 
judgment, it not only dismi *red his petition 
but in fact held that from the documents 
presented by the university itself, many 
accusations against the ex-vice chancellor 
appeared to hare substance The court also 
held that a peqpn ia a position such as tint 
of a vice-chancellor could not evade 
responsibility for decisions handed down by 
(rim. daimmg them to be terincan of ttes 
or that committee. The com! hdd that the 
newspaper was only doing its duty to the 
public by highlighting tire affairs of the 
university. 

it was h ea rtenin g to see the court enure 
out emphatically ia support of (he freedom 
of the press. Abo gratifying «rae tire caret's 
refusal to a ccept tire ex-vice chaaccHor’s 
plea of bring not rapntitie for deririont 
purportedly made hy co— ta nta.Saehptaa 
have often taea made to other rihparea of 
pubbe activity and bona a c c e pte d art* 
alacrity under tire'lpactoaa rneinatog cf 
'nttoaric firitoM* At tire mtee time, it wan 
antehk Ihri tin unanjartga—areadefcvawaf 

Baatoqj Uaiareahy. so tore tire ramaiatog 
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affairs lost ■ good deal of their topicality. 

Despite the Change of vice-chancellors, 
some questions remain unanswered and 
deservo consideration. For example, it can 
be questioned as to what extent a university 
asapublic body should support the litigations 
of an individual official. In this as well ss 
in some other esses which the former vice- 
chancellor had chosen to file (one against 
a suspended municipal official of Bombay 
for damages of Rs 50 crote) no conceivable 
interests of the university were involved.' 
Yet it chose to fight these cases as its own; 
the various decision-making bodies of the 
university readily voted the university’s 
resources to fight them. 

By and large only those associated with 
higher education are aware of the intricate 
manoeuvres which precede the choice of a 
vice-chancellor in Maharashtra, as in many 
other states. Three or mote persons, eminent 
in different walks of life, are chosen by an 
elaborate procedure. They sit together to 
weigh the merits of various aspirants and 
submit a panel of names to the state governor, 
sitting as the chancellor. After considering 
the names thus submitted, the chancellor 
may choose one of them or may ask for fresh 
names. The process easi ly runs over a couple 
of months. 

Although the names of those who act as 
^■^ctors are not publicised, it is well known 
^ jj^iv senior Supreme Court and high 
court iushSf*’ eminen, men of letters and the 
sciences and^ en ‘ orc ' vil * ervant * and police 
officials have\*“ ked " such panels in ,h f 
past What is r i« teworthy ,s ,hat even wth 
the help of su ,ch em,ncnt personalities in 

sieving and sifl ;ing ’ the chancc,lorcando 00 
better than co^ “ U P ^ ^^ 
that have bee. 1 * ctually madc Wh,lc the 
doings of the 
receive 
responsible f; 


rice-chancellors so chosen do 
. j lie attention, the persons 
P or putting them in their exalted 

positions con tinuc to remain unaccountable 
and prejuma ' b,y free to sit on the next panel 
of selector *' 


The re¬ 


markable fact is thli even after the 


experie^ J ® ce *bc past 25 years or more and 
observing the kind of vice-chancellors 
that are churned out by the present method 
of selection, neither the rulers nor those 
concerned with higher education in the 
country find anything remiss with the system. 
In the new Universities Act of 1994 in 
Maharashtra, the only change made is the 
addition of a couple of UGC/govemmeni 
officials to the panel of selectors. 

The roots of this status quoism may be 
in the current expectations in ruling circlet 
about the role of a vice-chancellor. lime was 
when he was expected to set anexampke in 
scholarship and intdfrrty. A MMlane or 
an M R Jtykar fulfljuJ the atfjjp wntiotu. 
With time even a vid£chandiflpt#loidd 
run the examination KheduMnihMt was 
considered an asset, judging from dm vice- 
chancellors who surface these days, it would 

v * 
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seem that the only expectation from them. Politicians are of comae very satfafiedvwth 
is that they make the indversity safe for the the system. Mere remarkably, senior 
profiteering educabonal institutes run by the educationists in the country too aeem to find 
bosses who dominate state politics, these arrangeme nts acceptable. 

WEST BENGAL 


A Clean SLET? 


AG 


The appallingly poor success rate in the State Level Eligibility Test 
(SLET) for selection qf college teachers in West Bengal has'raised- 
disturbing questions about the state of higher education in the state. 


A 17 PER CENT success rate among the 
candidates of the State Level Eligibility Test 
(SLET) for col lege teachers in West Bengal 
has sent alarm bells ringing about the state 
of higher education in the state. Some years 
ago when the University Grants Commission 
(UGC) had introduceda mandatory National 
Eligibility Test (NET) for the recruitment of 
college teachers across the country, the state 
government chose to go its own way and 
formulate a state level counterpart. Its 
differences over the format of testing as well 
as the eligibility criteria of S5 per cent at the 
post-graduate level were said to be the reasons. 
Yet, the state level examination, when finally 
held at the end of last year, did not depart 
from these norms. Its results, recently 
announced, remainsatestimony to the abject 
condition of higher education in the state. 

To sit for the SLET a candidate had to 
obtain a minimum of 53 per cent marks in 
the post graduate examination. In other 
words, only students with relatively good 
results were eligible for the Test. Yet of the 
4,725 candidates only 804 were successful. 
Why did ostensibly good students fare so 
poorly? If this is the fate of students at the 
upper end of the scale what is the situation 
of the average and below average students? 

SLET. designed along the lines of NET, 
comprised of two parts. The first, comprising 
two papers was the preliminary round. These 
consisted of objective type questions 
examining general knowledge, teaching 
aptitude and the examinees' control over 
their respective subject-of study. Answers 
to the objecti ve type quest ions were e valuated 
by computer and those who secured a mini¬ 
mum percentage had their remaining paper 
evaluated. The third paper included descrip¬ 
tive questions on theoretical aspects of the 
candidate’sfield. According to reports in the 
local press, more than half tbB candidates 
were eliminated after the preliminary stage. 
Significantly, it was the science candidates 
who fared worst. A partial subjectwise break¬ 
down of successful candidates reveals this 
clearly (percentages): English 23, Political 
Science 26, Sociology 17, Physics 14, Chemi¬ 
stry 15, Mathematics 8, Earth Sciences 11, 
Economics 85, History 83 and Bengali 81. 

The results have created more of an outcry 
than any serious soul-searching on the part 


of the authorities. While the CP1(M)ried 
West Bengal College and University 
Teachers' Association (WBCUTA) has 
decried both NET and SLETas inappropriate 
for the selection of college teachers, they 
have not ventured forth with alternative 
suggestions as how to improve'the quality 
and competence of college teachers. On the 
other hand the chairman of the College 
Service Commission (CSC), the organisation 
entrusted with conducting the test, ha& 
expressed optimism in regard to the SLET 
results compared to the less than 10 percent 
success rate of (he state’s candidates in the 
NET last year. However, he maintained that 
the note book culture’ as well as the ’rote 
learning process’ prevalent in college and 
university classrooms was primarily 
responsible for the dismal SLET result!. 
Understandably, he did not elaborate on 
how and why this culture had come to prevail 
or whether the government was interested 
in changing it. He went on to mention that 
in higher education, at (he national and 
international level, competition was the norm, 
hence if the teachers themselves were not 
competent they could hardly be expected to 
prepare students for such competition. 

In this connection it is worth mentioning 
that the report of the West Bengal Education 
Commission (!992).chai red by Ashok Mitra. 
had anticipated the problems, it htd 
mentioned that an arcane system of educa¬ 
tion and examination-oriented studies had 
led to a moribund state in higher education. 
Efficiency in examinations was clearly 
different from acquirinpknowiedge. More¬ 
over. such a system had stifled innovation- 

creativity or critical thinking among students. 

A number of college principals interviewed 
by the commission had mentioned in¬ 
competent teachers as a cause of declining 
standards. Since many of (be principals 
were from the ranks of the college teachers 
themselves, one wonders bow such 
statements reflected upon their own 
abilities. Undoubtedly, the rot which has 
set in higher education in the state has 
deep and multiple roots. If it is not stem¬ 
med the state's new industrial policy- 
which is likely rorequire tcchfdadly skilled 
manpower in the near future, may be 
j ain pa nB sed 


Economic and PdWkal Weekly Mqr44M*H 



«ii.- *pvi If ''***' op .r y • >* ’ ' 

UTTAR PRADESH 

Cracks in the Alliance 

* 

Aanarerit MUbra 


The SP-BSP combine's plan to consolidate electoral gains by promoting 
the dalit-Muslim-OBC alliance is falling apart. There are clear 
indications that in the bid to stay in power, Mulayam Singh will resort 
to any means, including unparliamentary and undemocratic 
manoeuvres. 


THE mulls of Ihe recently concluded 
elections to a number of state assembly 
elections has brought little comfort to the 
SP-BSP government. Neither constituents 
of the combine, contesting separately, was 
able to put up a creditable performance in 
any state, in spile of.BSP's efforts to expand 
outside UP. The few seats which these parties 
got in Maharashtra. Gujarat and Bihar showed 
that for all practical purposes, the combine 
has been reduced to the status of acting as 
a regional variation of national fiends - 
whether the Congress in 'intent' and the 
Janata Dal in 'form'. 

The BSP was trying its best to capitalise 
on the disarray of the Janata Dal, following 
the latter’s debacle in UP, as also benefit 
from the discomfiture of the Congress in 
order to emerge as the main party of the 
dalits and a major player in any emerging 
dalit-Muslim-OBC combine. 

The participation of the combine in these 
elections was. however, marred by another 
factor. A sizable number of its candidates 
who won and also those who were fielded, 
had dubious backgrounds. This was the case 
in Maharashtra especially with the SP 
candidates and in Bihar with the BSP 
candidates: in the latter case the two who 
won had a history of being involved in cases 
of ransom kidnapping. The party of the 
dalits. it aeetns. is slowlyon its way to 
becoming a party of criminals, power brokers, 
etc. within the dalits. something which is 
reinforced in the party's policy recruitment 
at other places also. Of course such a process 
has already been institutionalised by forces 
like Mulayam Singh in UP itself. 

This phenomenon brings to the fore »omc 
important issues a* regards the political and 
social conduct of those who stood at the 
helm of the rise of new social form in UP. 
It brings into open the direction in which 
the OBC assertion has gone and more 
specifically and crucially, the route taken by 
*•* ‘backward power groups' in their bit) to 
consolidate their power. Of late, the electoral 
successes of these form and the type of 
social polarisation on which they have 
prospered, has s omehow shifted the focus 


away from these issues which need 
dispassionate reappraisal. Moreover, as in 
the case of UP, these powers have proved 
to be the biggest violators of democr at ic 
procedures and norms - something which 
normal discourses on social justices or anti- 
cotnmunalism has tended to obfuscate. And 
here the injustices and instances of state 
repression committed during the Uttarakhand 
agitation form just one side of the overall 
picture. This can be taken, for argument's 
sake, as the unfortunate but 'natural' way 
political parties in office treat agitations, 
and the overall undemocratic approach of 
the organs of stale power. But the inciden¬ 
ces of the February assembly sessions, when 
the Mulayam government showed a 
surprising lack of even a minimum respect 
for parliamentary procedures, reflect a 
disturbing trend which is fast vitiating the 
social and political atmosphere of UP. For 
many both the BJP-spottsored amendment 
to the vote of thanks to the governor and 
passing of the vote-on-accounts, amounted 
to no more than a temporary diversion. But 
these tendencies have taken a different 
dimension in the slate where there is a virtual 
spurt in incidences of persons in power and 
authority themselves subverting norms and 
the functioning of institutions witb'a blatancy 
that is shocking. 

In the case of the vote on the governor's 
thanks, the SP-BSP combine polled 219 
votes when its total strength in the assembly 
was 197 and the Congress had abstained. 
This was in keeping with the party's policy 
of dpposing Mulayam in order to checkmate 
the growing disridence and the oppositional 
plank of the Atjun Singh-Narain Dull 
combine, while muring that the government 
did not fall. There was no question of the 
SP-BSP garnering 219 votes; from the BJP 
there were only two defections and the 
support pledged to the government by 
Independents and others shored up its 
strength to 207. Even if the two BJP votes 
were included the num bar would have gone 
up to 209. The vote waa also taken by the 
raising of hands after which the speaker 
suddenly anoounend the victosy of the ndiag 


combine and adjourned the house. The 
legislative assembly memb ers kept asking 
about how inch a situation came about but 
the speaker would not listen. He did not even 
furnish the necessary facts about the vote 
count and dismissed the angry pleas for 
proper explanations. Later, when confronted 
by a number of journalists, the speaker 
brushed aside ail questions and responded 
in an arrogant manner. All through, leading 
members of the ruling party heaped open 
scorn on the whole 'paraphernalia' of 
parliamentary procedures and the need to 
maintain ‘decency' even in the corridors of 
the assembly and outside, to the press. The 
chief minister not only condoned this 
unseemly conduct but went on the offensive 
against all criticisms. The vote-on-accouni 
later also proceeded in the same way. by a 
raising of hands, with a complete disregard 
for opposing views. 

Undemocratic 

While the Mulayam government was 
saved, its democratic credentials are now 
more suspect than before. It it dew that in 
the days to come, the present dispensation 
will seek to survive by any means, foul and 
fair, throwing parliamentary caution. This 
it especially likely given die fact that the 
SP-BSP combine is increasingly relying on 
demagogy and rhetoric, centred on appeal 
to dalits. backwards and minorities. 
Combined with non-performance at all levels 
and the stifling of dissent by 'whatever means 
possible' this will give rite to an anarchic 
situation. In fact, the government has devised 
a strategy of labelling any opposition to it 
being against the interests of new soot a] 
forces, and so on and so lorth. 

Yet deepdown. things are gradually falling 
apart. Universities have turned into virtual 
ftefdoms of mafia forces with the direct or 
indirect backing of the vice-chancellors, as 
well as the local and state administration. 
The infrastructure is hanging together by a 
thread and a reckless privatisation of state- 
owned enterprises is a real threat. In UP this 
tuts been the concrete manifestation of the 
New Economic Policy which Mulayam it 
pursuing - while much is being made of the 
need lo invite foreign inv est me n t, the funds 
allocated to the stale are yet to be fully 
urihaed. Here too, economic mmruatagement 
is going hand in hand with graft and anarchy. 

This situ at too has pr ompte d political 
obs er v e r s and right thinking people to go 
beyond the politics of immediate power 
capture and to shift the debate to cu a cre t e 
isaaea such as the communal and fascial 
designs of the BJP and the virtual breakdown 
of minimum democratic procedures under 
the present government. For. la spite of aff 
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Malayan)'* anti-communal posturing little 
has been done in tenns of building afeutae 
secular atmosphere even of the composite 
culture variety. It is not certain bow far the 
chief minister’s policy of project! n&a section 
of Muslim power brokers and criminal 
elements on the one hand and encouraging 
all sorts of brahmintcal, reactionary and 
communal Hindu elements will help in anti, 
communalism. The latter under Mulayanj 
‘anti-communalism’ has become an open 
form of political manipulation and oppor¬ 
tunism which came to the fore in the reception 
given to the visiting Iranian head of state 
Rafsanjani at Lucknow where, projections 
like ‘Mulayam - the protector of Muslims 
and Shere-Hind, etc. went hand in hand with 
a total silence on the real problems of the 
Muslims. This has become the practice with 
dalits and backwards who ate showing 
increasing restlessness going beyond sops 
like control of power and reservations. Worse, 
as was evident in incidents of communal 
rioting in Moradabad and other places, there 
are signs of a dangerous backlash or 
communally sensitive situation developing 
with Mulayam himself tilting towards the 
Congress with all its familiar planks of soft 
communalism and creating a fear psychosis 
amongst the minorities. The BJP thus 
remains a threat necessary for Mulayam'* 
survival. 

The situation is compounded by the lack 
of a credible centrist-democratic or left 
opposition in the slate. The Congress has 
long abrogated its centrist position in the 
state and it is still uncertain whether the 
Narain Dutt Tiwari-Arjun Singh combine 
will usher in some new era Its opposition 
to the Mulayam government is limited to 
minor manoeuvring*. The traditional left too 
is much reduced. Years of following the 
traditional opposition has left it incapable 
of taking independent action and is having 
to face the virtual integration of traditional 
centrist tendencies with the ‘bourgeois- 
landlord' political and economic power. It 
is in mpomc io mch a scenario that parties 
like the CPI-ML are trying to open up an 
‘oppositional front’ by bringing various left- 
democratic forces together on the issue of 
human rights abuses by the Mulayam 
government and the communal orientation 
of the BJP. Recently it organised an 
impressive rally in Lucknow which 
demanded the resignation of the government 
or) moral grounds for violation of democ rat ic 
rights end accused the chief minister for 
presiding over a regime of terror. The BJP 
and its front organisations also came io for 
attack and the rally, significantly, wafftfaed 
in by the All-India Muslimjfcfpfc, a 
prominent organisation of%rijgjOrity 
Bgellcctnab ip the state. The idmnrftlie 


fororecoorirrancd the poveraacat severally, 
from the rally dais tor its ftthae to address 
the real socio-economic issues oftheMuehros 
and urged the community to assert Itself 
independently in alliance with die radical 
left Both these themes of independent 
assertion and alliance with forces tike CPI- 
ML, were new in UP as Muslims and Muslim 
intellectuals have always p re fe rr e d to remain 
with centrist formations. There has been no 
previous instance of prominent Muslims 
associated in the present or the past, with 
mainstream centrist parties, joining openly, 
a red platform to criticise Mulayam. The 
media understandably, highlighted the event 
and the rally also revitalised interest in the 
left which had waned after CPI MLA's 
joining Mulayam which had left the 
impression that the left was finished with 
‘Mulayam* filling the left slot The CPI-ML 
is also in touch with prominent daiit 
intellectuals and democratic personalities in 
the state and is attempting a new political 
polarisation in the coming days. • 

These happenings are taking place amidst 
a general backdrop of a slow crisis of the 
SP-BSP. While not yet obvious it is 
manifested in events like the results of the 
recently concluded panehaym elections, and 
the disaffection of sections of dalits and the 
backwards other than yadavas. The panchay at 
elections were fought on a partyfess basis 
and for the first time, on the new quota of 


• . 1 . , " » 

reservations for daitt* ■bsekwaifriCm 
women, but in many places the oaadMati 
becked by the B^ lost or faced sti 
opposition from even among daiit rank 
The SP kept a prudent distance preferrit 
to buy out the victorious candidates at t> 
ap propriate moment, hot its rote too w* 
diminished. The BJP likewise could not ga 
any red advantage except in tome pocke 
where non-yadava backward casti 
supported it, and the benefits went in mar 
cases to independents and smaller partie 
The panchayat elections have ushered in 
totally new phase in the countryside wii 
politicisation reaching grass roots levels an 
quite importantly, beyond the old reach i 
the dominant paitiei. The reservations ha> 
indeed played a very important rote: instes 
of consolidating the rule of the SP-BS 
combine, they have opened new fissures i 
the ranks of the dalits and the backwards o 
class, political and interest lines. Of particul; 
relevance is the slow creation of a lectio 
of power brokers patronised by the politic; 
parties and increasingly alienated from ti 
people,"plus the rite of new forces wherevt 
such gaps become wide. The shake-up i 
rural life has also included women especial] 
from the depressed strata, and if the fir: 
rounds were any indication, this ‘trickl 
down' of parliamentary democracy may we 
be full of unforeseen and interestin 
consequences. 


ARUNACHAL PRADESH 

Congress Maintains Its Hold 

Anup SaUtia 


It was not so much the ruling party’s track record as the tack of a 
viable alternative and the absence of a regional party of significance 
which proved to be instrumental in determining the results of the 
assembly elections. 


WHILE ruling parties have fallen like nine 
pins in Maharashtra. Gujarat and Orissafthe 
Congretsd) has stood out like a monolith 
in Arenac hal Pradesh, quietly pocketing over 
two-thirds majority in the 60 member 
assembly. More than per fo r ma n ce , leadership 
qualities and government policies, the 
absence of any viable alternative brought 
back the Congress to power, Theperforntence 
of the Congretsd) has net been an y thing 
special, although for a relatively naive 
eject ora i r the rmph asiiotuhca cf Bevetneo a 
in the developmental spheres and in 
nmintaiaMg peace and tammy in a multi- 
tribal aoefety has paid dividends. The 


achievements of the ruling party from 1980 
to 1994 have been mediocre. For an area of 
nearly SdjOQOsq kms which possessed barely 
168 kms of motonMc road in 1947, the 
current mrteafe of about 9,800 kms is pretty 
good. But considering the all-India avenge 
of 49 km roadlength per 100 sq kins thn 
frontier stale with 10.3 km par 400 sq kiro 
has miles to go. Road conmianicwwn. vital 
to this peripherally located, internally 
tnqooessibie MU state, Hke other infra- 
structural fadtlries, n quite inadequate Yet 
one significant achievement has been tlx 
rotative peace this stale kasegfoyed. Progren 
and harmony have been successfully 
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pw^fyw ■ n>i|ifWi KwiwDaRi w me 
CoOfrtM(I) patty and the electorate has not. 
been unimpressed. Yet leaving aside the 
tenures of Gegotig Aung’s three consecutive 
governments, due credit for developmental 
efforts taking pi** today must, of necessity, 
be given to historical circumstances, for had 
not the Chinese untried across the border 
in 1962, the lethargic pace of development 
of the 1950s might not have been shaken 
off as quickly. 

The Congress!!), in power since 1980s, 
has the best equipped organisational base, 
something the other parties in the fray 
significantly lack. Fielding candidates for 
all the 60 seats, compared to the Janata 
Dal’s 34, the Janata Party’s S and the BJP's 
15, the Congress(l) had maximum chances 
of emerging as the majority party. Yet, pre¬ 
poll forecasts rated the JD as likely to cause 
some major upsets because most of the 
motley crew that formed the JD were former 
Congressmen who had been denied Con¬ 
gress tickets. Others went as far as to predict 
a hung assembly which could involve a 
see-saw between JDAndependents and the 
CongressO). In retrospect, these specula¬ 
tions proved full of holes and, in line with 
previous performance, the Congress(l) 
bagged 43 of the 60 seats, putting it in an 
unassailable position. Now the chinks in its 
armour, caused by dissident activity, 
particularly in the last two yean or so. can 
be nipped in the bud. The hint of a threat 
from the JD, with its meagre three scats kitty. 
has been effectively marginalised The BJP. 
with a single seat way back in the 1984 
assembly elections, drew a blank, while the 
JP managed a face-saving two seats out of 
the five it conteaeted. It has virtually been 
a single party show, and had it not been for 
a dozen successful independents, the 
Congress cakewalk could have been even 
easier. 

Events leading up to the poll were quiet, 
apart from the call by the All Arunadhal 
Pradesh Students' Union (AAPSU)foraban 
on all national leaders campaigning in the 
state. The centre ‘has shown no interest in 
solving the problem of foreign nationals' 
and AAPSU greeted Nanshnha Rao with a 
| 10-hour bandh. resulting in his rally at the 
| Indira Gandhi Park in hanagar being attended 
by barely 250 persons, moat of whom were 


government officials of party workers. 
Sfettilariy, the V P Singb-Madbu Dandavate 
combine were given a 10 boor bandh 
welcome at Pasighat, the second largest urban 
centre m the state. Campaigning was low 
key and restrained. The National Socialist 
Council of Nagaland (NSCN) which infeats 
Tlrap and Changlang districts bordering 
Burma, threatened to Hvtn up the otherwise 
lacklustre pod proceedings with disruption. 
This caused some worry in the BSP and the 
Assam Rifles, bin eventually the NSCN 
decided to play it safe. Inaccessibility of 
some areas meant that election officials and 
security forces alike set out a week in 
advance of March H to reach in time for 
the polls. In one instance, as reported, four 
election officials trekked through dense 
jungles for three days to set up a booth at 
Chakku village in West Kammeng district 
for three voters. 

For the first time two 'rinpoebes' or 
Buddhist priests contested the elections 
which witnessed a number of student leaden 
contesting as well, mostly but not solely on 
JD tickets. The two former AAPSU 
presidents, Nsbam Rebia and Takam Sanjoy 
(JD), another AAPSU leader Dotum Sore 
(BJP). an All Nishi Students Union 
(ANSU) ex-president Tame Passang, 
former AAPSU general secretary TsbinTaki 
(JD). former president of the Arunachal 
University Students' Union Bide Taba 
Goyce (JD), former general secretaries of 
the college students unions from Itanagar. 
Tatar Kipa (JD). and Tezu, Kalikho Pul 
(Congress), were in the fray. For the ruling 
party. 22 out of 24 cabinet members were 
contesting. 

Ultimately, the Congress) I) surpassed all 
expectations A pang won by over 4,600 
votes, not an inconsiderable margin 
considering the size of the constituencies. 
He has always won comfortably, polling 
over 61 per cent, 56 per cent, 66 per cent 
and 81 per cent of the votes in the 1978, 
1980. 1984 and 1990 assembly elections, 
respectively. Importantly, two factors 
favourable for his persona! position as leader 
of the party arc: (») the 2/3 majority, which 
leaves him scope, to shuffle arnmd the 
portfolios should he require to do so to tackle 
dissident activity, and related to das, (b) the 
defeat of the Congress Wotting Committee 


(CWQ mem b er , Omem Mayang Dean, a 
veteran heavyweight. 

Prominent winner* include R K Khirmey, 
the education minuter, Thupteu Tempi, the 
rural dev el opment and pfenning mini s ter . 
Neelam Tarim, home minister, Lijum 
Royna, the speaker of the assembly, and hit- 

deputy C C Singpho Others include Den 
Natang (social and cultural affairs), Kabeng 
Boring (transport). Tad* Taming (civil 
supplies) and Kameng Dolo, the RWD 
minuter. While Doi Adotpower), Not tang 
Boham(forcst)andTtlaMugB (horticulture) 
won their senta, the care of the sitting 
Congress MLA from Itanagar, Lida Leyi. 
deserves closer examination. Itanagar, 
numerically the largest constituency and 
by virtue of being the suae capital, is a 
prestigious seat Its electorate is c o m pose d 
largely of aon-Anmachaleea, non-tribal in 
contrast to the largely tribal electorate. There 
seems to exist a tendency in this segment 
of the electorate to vote em matte far the 
Congressfl), plausibly attributable to the 
belief, founded or unfounded, that the 
Congress 0) ensures their protection the 
drips are down. This tendency stems 6cm 
the insecurity of being ‘outsiders’. This 
psychology is perceptible in some 
constituencies in Meghalaya as weft. where 
die tribal/aon-tribal cleavages occasionally 
get accentuated. This factor along with what 
is known in political analysis as the friends 
and neighbourhood effect* explains Legi's 
victory over the popular JD mnusstanr 
Nabam Rebia. 

Among the eight student lenders in the 
fray only two, Takam Sanjoy, the AAPSU 
leaderrod Kalikho Pul from HayuKaagcould 
survive. The defeat of KJuprito Khrang. a 
powerful veteran and former Congnaag) 
minuter, came as a surprise to many. Other 
winners include Tomo Riba, s former chief 
minister, Yadap Apaag. the prea eat Oft 
wife and the only female m ember ia We 
60 member houae, and Techi Tdi, the JD 
general secretary who beat the sitting deputy 
min i s t er (PWD). Nagnrmg Tazap. A m o ng 
losers ministers like KomiJy Moaaang, 
Wangha Lowaag and TmMt Datum am 

la the ultimate analysis, dm lack of a 
patty with significant clout provad 


Tabu: Sam Won, 1978-1995 


Year 

Toni Scan 

Jam* 

PPA 

•■depends 

at Cengremfl) 

BJP 

* 

JD 

1978 

90 

17 

8 

5 

- 

- 

- 

- 

1980 

90 


13 

4 

13 

- 

- 

- 

1984 

90 

_ 

4 

4 

21 

1 

- 

- 

1990 

<0 

• 


1 

37 

- 

» 

II 

1995 

80 

- 

- 

12 

43 


2 

3 


rartmal ta rtc electorate (On; current 
are only the fifth, but 75 par cent vi 


potted dtis (fane) made dnap amy for the 
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The T^jik Conflict 
A Running Sore for Russia 

DOipHiro 

The fate of Tajikistan lies in the hands of Yeltsin, who is inclined to 
consider the Tajik-Afghan border as 'a forward Russian base * to 
safeguard Russia from the infiltration of weapons, drugs and Islamic 
fundamentalism from Afghanistan. 


WISHING to keep Russia peaceful (hiring 
the VE (Victory in Europe) Day celebration* 
in Moscow on May 9-10, the Russian 
authorities announced aunilateral two- week 
(nice in the war in Chccbcnya from May 1, 
and capped it with securing an agreement 
between the Tajik government and the 
opposition (on April 36) to extend their 
tempomy ceasefire by amonth. The Chechen 
nationalists have rejected the offer and it is 
doubtful that the Tajik rebels will honour 
the deal. In contrast to the four-month 
conflict in Chechenya, the fighting in 
Tajikistan has a three-year history. While 
the issue in Chechenya is fairly simple - 
local nationalism versus Russian hegemony 
- the situation in Tajikistan is complex, 
involving clan politics, Islamic funda- 
metnaHsm, locaf nationalism and the break¬ 
up of neighbour^ Afghanistan into several 
ficfdonu ran by warlords. Moscow fears 
that if the present pro-Russian government 
in TsjjikiUan fails to stem the rise of radical 
Islami sts, waging a guerrilla war from 
Afghanistan, the whole central Asian region 
would fall to them. 

Those disagreeing with this analysis 
argue that Moscow is exaggerating the 
strength and importastcc of Tajik Islamists 
in order to consolidate its hold over non- 
Slavic Central Asia. They question the 
wisdom of president Boris Yeltsin's policy 
summed up in his August 1993 statement: 
“Everybody must understand that 
Tajikistan's border is effectively Russia’s 
border". This has meant extending Russia's 
frontier by 1,450 km. 

Showing Ids commitment to hia doctrine, 
Yeltsin provided the border guard chief, 
General Andrei Nikolayev, with more 
Russian troops and aircraft locnish the Tqjik 
rebels, who raided a Russian military post 
near Khorog, the capital of Badakhshan, on 
the Tajik-Afghan frontier on April 7. 
Ndteieyev'a response included an air raid 
on Taioqan. the suspected bme of the Tajik 
tenogeutsin Afghanistan, which resulted in 
125 dvdiandeaths. Actaafly the insurgents’ 
original attack was a reaction to what General 
Nfludayev had done. In violation of foe truce 


between the Tgjik government and the 
opposition, he had moved Tajik army troops 
and Russian border guards to Badakhshan. 
Nikolaycv justified his move on the hois 
of an anticipated guerrilla offeiui vein spring, 
meant to establish a bridgehead into the 
insurgent-controlled zone in Badakhshan and 
into central Tajikistan. 

Such mutual distrust is rooted in the Tajik 
civil war which erupted in May 1992, and 
consumed an estimated 60,000 lives before 
it subsided seven months later. On the eve 
of the civil war, the parliament of the 
Badakhshan Autonomous Region, occu¬ 
pying 45 percent of Tajikistan, declared the 
region independent But when in September, 
a Badakhshani politician, Alcbarsho 
Iskanderov, became acting president of 
Tajikistan, relations between Khorog and 
Dushanbe, the' national capital, improved. 
This lasted until December when pro- 
communist forces, aided by Russia and 
Uzbekistan, overthrew Iskanderov, and 
installed a government headed by Imamali 
Rakhmonov, a leader of the neo-communists 
in Tajikistan. By the spring of 1993 an 
official witch-hum against Islamists as well 
as the natives of Badakhshan, popularly 
known as Pamiris - whose Pamiri dialect is 
different from Tajik, the national language 
- swelled the population of Badakhshan 
from 2,00,000 to 5,00,000, thus turning it 
into an opposition stronghold. 

Later the central authority was able to 
impose a semblance of control over 
Badakbshan's capital, Khorog. But the 
inaccessible, mou nt ai n ous region is hard to 
rule effectively. The government in 
Dushanbe, led by Rakhmonov, is totally 
dependent on Moscow for its economic 
survival and security. RusJta has 25,000 
troops in Tqikinan, a country of 5 million 
-with 18,000 guarding the republic's 1,000 
km frontier with Afghanistan. Tajikistan 
and Russia conducted s mutual security pact 
hi June 1993. 

Such dependen ce on Russia grates against 
nartoaahtt sensitivities ofTjjtks. something 
tire Islamic opposition in theTkjik-inhobited 
part of the republic is keen to exploit As 


K is, the legitimacy 

in TkJBdstan > dubious. The preridrotial 
poll ohiut November, and the parilamatRaty 
elections (hat followed, were boyc o tted by 
the Islamfc Republican Party (IRP) and its 
secular sympathisers. The allegatioDS of vote¬ 
rigging by the ioecr In the presidential contest, 
Abdulmalik Abdul Ivanov, die country’s 
ambassador to Russia rod a former prime 
minister, further undermined the credibility 
of the polls. 

Much depends now on the talks between 
Rakhmonov and Said Abdullah Nttri, the 
opposition Islamic leader, scheduled next 
month in the Afghan capita] of Kabul. Nun 
is likely to demand fresh presidential 
elections under a caretaker administration of 
technocrats or a coalition government with 
the IRP sharing power equally with the neo¬ 
communists. Rakhmonov is wary of step¬ 
ping down, aware that shorn of power, his 
neo-communists would lose much of their 
appeal to their erstwhile supporters. 

In the final analysis the fate of Tajikistan 
lies in the hands of Yeltsin. He is siding with 
those of his advisers who consider the Tajik- 
Afghan border as ‘a forward Russian base' 
to safeguard Russia from the infiltration of 
weapons, drags and Islamic fundamentalism 
from Afghanistan. 

But, after the chastening experience in 
Chechnya, it is doubtful that Yeltsin will up 
the ante with increased Russian military 
commitment in Tajikistan. His other 
alternative of aiding to produce a more 
representative government in Tajikistan is 
eipially problematic. So the Tajik crisis, like 
its Chechenyan counterpart, seems likely to 
persist. 


A Correction 

In ‘Indian Social Scientists and Critique of 
Secularism’ by Joseph Tharamangalam 
(March 4,1995), the following works were 
inadvertently omitted from the list of 
references at the end: 

Smith. Donate Eugene (1963): India as a Senior 
Sum. Prince!bn University Press. 
Tharamangalam, Josepb(l99l): 'Nebra'sLegsc) 
of Secularism in India' in Antal Ray ct s 
(Mk). 7k* Nehru Injury Aji Approhoi. Oafon 
University Press. Ddht 
Srioivss, M N (1952): RtUjUm tod Society omt*! 
tin Coorjt of South htdki, Oxford Uaivernr 
Press. 

Further, the following two works o 
M N SrinWas were wrongly listed unde 
Radhakrishaan, S 

-(1966); Social Cka»t• in Modern to* 
University of CMifoan hem, Berkeley 
-{1993): TowsrdisNrvPiakjsophjrltaoewV 
Abb in Ood as Saviour*. The Timet of to* 
Brepriwe. hfy 4. 

The enure are regretted. 
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PERSPECTIVES 


From External Recovery to 
Internal Bankruptcy 

VMDuadduur 

The focus being on the external payments crisis, there was less 
awareness of the fact that there was an equally critical situation in 
respect of internal payments; in fact the situation today is worse than it 
was four years ago. The 1995-96 budget marks a continuation of the 
slide down. 


POUR year* ago. in June 1991, when the 
new government at fhe centre came to power, 
the entire government seemed to be full of 
confidence in itself and in the future of the 
country; only the finance minister seemed 
worried because he was aware of our critical 
situation in respect of external payments. 
Today, four years later, theemire government 
appears to be in a deep gloom because of 
the critical situation with regard to its own 
survival. Only the finance minister seems to 
haveconfidencein the policies he has pursued 
in the put four yean and in the future of 
the country. The change in the circumstance 
is evident in his budget speech last year and 
this year. Last year, he referred to the 
‘inspiring leadership' of the prime minister, 
■his year, he refers to only the 'leadership' 

' the prime minister. 

The finance minister pulled the country 
it of the immediate payments crisis by fire- 
jilting operations but also initialed a long- 
mi policy to avoid recurrence of such a 
Isas. The new policy wu to open the 
unqmy to the competitive pressures of the 
odd. popularly known as 'globalisation', 
i practice it means liberalise imports and 
ipott what you can. There were fears that 
is would flood the market with imports 
id weaken the economy. It did not happen 
at way. In fact, exports increased more 
an did imports and now exports finance 
ore than 90 per cent of imports while, 
iriier, exports could finance no mote than 
) per cent-of imports. This has reduced 
Hemal deficit on current account which 
as over 3 per oertt of the GDP in 1990-91 
td is expected to be leu than one and a 
dr per cent of fhe GDP in 1994-95. Credit 
duetothefinancenmUter and. particularly. 
1 the judiciously managed exchange rate. 
But we should note that the external deficit 
i current account, however small, means 
at we am not yet a not foreign exchange 
mwr. In view of this, the increase in our 
nip exdtaap re se r v es from just about 
re bilhon domra In June 1991 to over 20 
Won dorian as on March 10. 1995 can 
Jly be due to capital inflows of various 
uepriea which aw assenriatly in the nature 
r loan*. Latest data for capital inflows an 
'triable far dm year 1993-94 (Economic 


Survey. 1994-95, Text Table 5.2). There are 
available on an annual basis so we shall 
illustrate the point by reference to the 
increase in foreign exchange reserves 
between 1990-91 ‘and 1993-94. Foreign 
exchange reserves amounted to $ 2.236 
billion at the end of 1990-91 (by the end 
of June 1991, they came down to $ 1.124 
billion) and to S 15.068 billion at the end 
of 1993-94. Thus, during the three years 

1991- 92,1992-93, and 1993-94, the foreign 
exchange reserves increased by 1 12.832 
billion ( Economic Survey, 1994-95, 
Table 6.1 (B)). In alt the three yean, there 
was a deficit on current account amounting 
to S (1.178 + 3.536 + 0.315 <= 5.029) billion. 
The current account deficit was more than 
made up by net capital inflows amounting 
to $ (4.754 + 4.254 + 9.183 * 18.191) 
billion. Thus, capital inflows exceeded the 
current account deficit by $ 13.162 billion 
(EconomicSurvey, 1994-95, TextTableS.2) 
and added S 12.832 billion to the foreign 
exchange reserves. This does not exactly 
tally because of emirs and omissions which 
the statistics of balance of payments are 
known to be prone to. Moreover, estimates 
for 1993-94 are only 'Quick' estimates 

Among the capital inflows, one should 
make adistinotion between foreign loans and 
foreign investment The major items in the 
former are (i) external assistance ($ 6.596 
billion), (ii) commercial borrowing (S1.937 
billion), (iii) IMF ($ 2.265 billion), and (iv) 
non-resident deposits ($ 3.141 billion). The 
figures ill brackets are the corresponding 
capital inflows during the three years 1991-92. 

1992- 93, and 1993-94. Foreign investments 
consist of (i) direct foreign investment 
(S 1.118 billion), (ii) foreign institutional 
investment ($ 1.666 billion), and (iii) Euro 
equities ($ 1.700 billion). Thus, while the 
external loans amount to $ 13.939 billion, 
foreign iavestmaat amount to only S 4.4*4 
billion. Obviously, capital inflow is largely 
in the formof loam which adds » the external 
dett; the external deta of the central govern¬ 
ment at the end of 1994-95 wmRi 50*2130 
crow and is eatimwd to inenaat to Rs 
59*46.87 crow by the end of the carnal 
year 1995-96. which la at htewasa of 1120 
per cent, (foreign toveatnan it lagging to 


spite of much room for negotiations with or 
without public lcnden. it requires a stable 
government, transparent administration, 
dependable infrastructure, disciplined labour, 
and better public hygiene. While emph asis ing, 
our rising foreign exchange reserves, these 
incidental circumstances need to be told. H 
would help moderate the complacent mood 
which the confidence of the finance minuter 
is generating. 

The focus being on die external payments 
crisis, there was less awareness of the fact 
that there was an equally critical situation 
in respect of internal pay menu, in fact, the 
situation today it worse than what it was four 
years ago. The present budget it a 
continuation of the same slide down. In 
fairness, it should be said that the domestic 
situation is more complex even in theory; 
in practice, one has to contend with many 
deeply entrenched vested interests, mostly 
creation of the past policies, who have 
powerful representatives in the central 
government, *o much so that the finance 
minister is often helpless. 

The immediate task has been to reduce the 

deficit on revenue account. Thu requires an 
increase in revenue receipts and a decrease 
in revenue expenditure. The finance minster 
has been able to achieve the first but not toe 
second. 

One of (he tenets of the new economic 
policy is to reduce the taxes, foe which there 
is Iiule opposition from any vested interest, 
except the intellectuals. The hope was that 
the resulting revenue losses would be more 
than made up by 'the gains from 
simplification, rationalisation, and improved 
tax compliance'. The intellectuals had rheir 
doubts. But the finance minister proved right 
For instance, the tax revenue receipts in 

1993-94 were Rs 53.449 crow. The finance 
minister had estimated that, in 1994-95, 
there would be a revenue loss of Rs 3.604 
crore because of the proposed changes in the 
tax structure and rates. This was more than 
made up. In 1994-95. the tax revenues 
amounted to Rs 64,988 crow (RE) which 
is an increase of 28.33 per cent over the 
reduced estimate. In the ctaraa year, he 
estimates that there would be a tax revenue 
loas of Rs 1*82 crow due to changes in the 
tax structure and rates. N evert h ele ss, he 
estimates that, in 1995-96, the tax revenues 
will amount to Rs 74.374 crore (BE) wtoch 
is m increase of 16.88 per cent ever toe 
r e d uced tatontrtc. Judged by dee performance 
of the pert ycer, there is hade rosace to doubt 
ttosesttoarte tatfdeatslly. he teens tqtifce 
ongatoawocoftoe tow oftfatawuahtogweuwa 







of powerful vested interests, who know who 
profits by these subsidies but who ipeak in 
die name of the firmer and the poor. There 
are the loss-making public sector enterprise* 
but he could not touch them because 
opposition in the name of socialism of which 
aU that remains now is the organised labour 
employed in these enterprises. The central 
gove rn ment Itself is a vast public enterprise. 
In spite of the simplification and 
rationalisation which the new policy is 
s uppos ed to have achieved, the finance 
minister has not been able to reduce the 
establishment at the centre. As on March 1, 
the strength of the central establishment was 
3,841,896 in 1994, 3,945.436 in 1995, (an 
increase of 2.70 per cent) and is estimated 
to be4,0t 2,713 in 1956 (an increase of 1.71 
per cent). Thus, in spite of liberalisation, 
bureaucracy is growing in numbers though 
the rate of growth is expected to somewhat 
decline in 1955-56. As to the remuneration 
(pay and allowances other than travel 
expenses),!! has increased from Rs 14369.82 
crore in 1993-94 to Rs 13331.89 crore in 

1994- 95 (an increase of 6.60 per cent) and 
is estimated to be Rs 16355.89 crore in 

1995- 96(an increase of 6.59 percent) which 
Is about the same as in the previous year. 
But, now a new Pay Commission is sitting 
and, from what one hears are the demands 
from many high salaried quarters, its report 
will moat certainly disrupt the current budget 

Failure to check the expenditure has 
resulted in increasing revenue deficit which 
has to be met by net market borrowing and 
an increase in other liabilities. In 1995-96, 
net market borrowing and increase in other 
liabilities are estimated to amount to 
Rs 52,634crore. Such continued borrowing 
accumulates in a growing public debt. In 
fact, the public debt and other liabilities of 
the central government in 1995-96 are 
estimated to be Rs 600359.08 crore. Of 
immediate concern is payment of interest on 
this accumulated debt It is estimated to be 
Rs 524)00 crore. This means that the net new 
borrowing and increase In liabilities are just 
sufficient to pay interest on the outstanding 
debt This is called the debt trap. Thus, the 
domestic payments crisis is as critical as the 
crisis of external payments, the only 
difference being that, while die external 
creditors shout and threaten to take penal 
action, the domestic creditors remain docile 
at the mercy of the govern men t So, the 
finance minister does not have to take much 
note of it. 

It is not easy to get out of this trap without 
converting the revenue deficit into a revenue 
surplus which has its own dangers. But, 
leaving the things as they are. has its own 
dMgers too; in fact thereby the future appears 
bleak. As mentioned above, the public debt 
and other Kabtihies of the central government 
in 1995-96are estimated to be Rs600359.08 
crore; these constitute 84.93 per cent of the 
estimated GDP in 1993-94, namely, 
Rs 707,145 crore. If we allow an annual 
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increase of 5.66 per cent in the GDP (at ces« of the assets; tan faaw»Mt&6fNr > 

1993-94 prices) and an annual increase in in adding the Internal nd external debt to : 

prices of 10 per cent in the two yean from arrive at the total public debt; this is shown 

1993-94 to 1995-96. the GDP In 1995-96 as Rs 362,745.12 crore whlk it should be 

(at current prices) would amount to Rs Rs 367,745.12 crore. If we correct this 

955346 crore and the public debt and other numerical enor, the gap be t wee n the assets 

liabilities ofthe central government, namely, and liabilities increases to 36.66 per cent. 

Rs 600359.08 crore, would constitute 62.87 It means to much of the liabilities are not 

per cent of the GDP in 1995-96. covered by any assets. Of course, all this is 

We may project this into the future. On not due to disinvestment in public sector 
the public debt and other liabilities a mount in g enterprises; much borrowing has been spent 

to Rs600359.08crore, the estimated interest on consumption rather than on investment, 

is Rs 52,600 crore which is 8.66 per cent Rather than wanting his cabinet colleagues 

Let us suppose that the government borrows that the government was heading for 

or incurs other liabilities just enough to pay bankruptcy, unleu they fail in Une and agree 

'the interest on the outstanding debt and other to do whatever is necessary to reduce the 

liabilities at 8.66 per cent, presuming that budget deficit and start reducing the public 

the avenge interest rate remains the sane debt, the finance minister seems to make a 

though, in fact, it may increase u old low virtue of disinvestment in public sector 

interest-bearing debt rod liabilities are retired enterprises. For instance, he says: "As in 

by new high interest-bearing loans and previous years, the government intends to 

liabilities. This means that the outstanding continue the process of disinvestment of the 

debt and other liabilities will grow at an equity of public sector enterprises. The 

annual rate of 8.66 per cent. If the GDP Budget Estimates provide for receipts from 

grows at an annual rate of 5.66 per cert-, the . disinvestment of Rs 7,000crore, a significant 
outstanding debt rod other liabilities wiU increase from the figure of Rs 3,237 crore 

outgrow the GDP (at 1995-96 prices) by 3 in the Revised Estimates for 1994-95.” A 

per cent per annum. At this rate, it will take significant achievement indeed! 
just about 15 years for the outstanding debt Whether equity of public sector enterprises 

and other liabilities of the central government should be disinvested is an independent issue 

to match the GDP. The finance minister has But unless the proceeds of such disinvestment 

three more terms to see that day. are used u> liquidate past debt rod other 

But the finance minister has found another liabilities, the road to bankruptcy is clear. At 
method to finance the expenditure, namely, the end of 1995-96, major in vestments of the 
disinvestment of equity holding in public central government are: Defence Services 
sector enterprises, in the present budget, he (Rs 55360.76 crore). Energy (Rs 29,941.88 
takes credit of Rs 7.000croreon this account crore). Industry and Minerals (Rs 29334.34 
and correctly shows it as a capital receipt, crore).Railways(Rs24.738.24crore),Other 
The budgetary deficit is. of course, total Transport Services (Rs 11,502.23crore), and 
receipts (revenue and capital) minus total Telecommunications Services (Rs 3,726.30 
expenditure (revenue and capital). Fiscal crore). They add up to Rs 155,003.75 crore. 
deficit is the budgetary deficit plus borrowing These can all be liquidated and if we do tax 
and other liabilities; this is what the finance wish to fall behind the significant achieve- 
ministcr does and tins is what is shown in raent of the finance minister, namely, an iti¬ 
the Budget at a Glance. This is strictly crease in disinvestment from Rs 5337 crore 

correct. But, then he is not telling the whole in 1994-95 to Rs 7.000 crore in 1995-96, 

truth. Capital receipts of disinvestment of which is an increase of 33.66 per cent, the 

equity holding in public sector enterprises, disinvestment in the next few yean will be 
without compensating increase in assets or Rs 12306crore, Rs 16,716 crore, Rs 22344 
decrease in liabilittes, are no different from crore, Rs 29,866 crore, and Rs 39,920 cron 

net new borrowing and incurring new when we shall reach the year2000-01. THesr 

liabilities. If this is not explicitly shown, we add up to Rs 121352 crore. There will be 
are concealing the fact that we Have started a thde left, hopefully,of the Defence Service 
living by capital consumption. This is no which, even if outdated, will be useful ic 
different from a fanner selling his draft and celebrate our first Republic Day in the 2Is 
milch cattle to finance the vreddtrtg of his century. 

son or daughter. He comes to grief if he has But, there is a shorter route to reach ih* 

more sons or daughters thsryre has animals end. We may put on the anvil the entin 
to sell . For the central government, the effect central government, and call 'global' tender 
is seen in the growing gap between the assets for its m ana geme n t on ‘as is whore is basu 
and liabilities (.Receipts Budget 1995-96, (presumably somebody knows). It is pretr 
Statement of Liabilities and Statement of certain that some American, German, a 
Assets of the Central Government, pp 42-43). Japanese firm may buy it at about Rs6004X1 
In 1990-91, the gap was 24.67 per cent of crore, which Is the present book value of tb 
the assets; in subsequent years it grew to assets of the central g ove rnm ent SmaUi 
2631,2735,3ft94 percent ontiL in 1994-95, firms may pick up riate governments of the 
it was estimated to be 33.30 (RE) per cent, choice. We may all rest in peace, oeiebrt 
According to the budget estimates for our In dependenc e Pay each ya asndora*k > 
1995-96, the gap is expected to be 35.93 per our democratic flections evary five year 
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REVIEWS 


School Story 

MmnbU TyngarRjan 

* \ 

D School- Reflections on the Delhi School of Ecoaooka edited by Dhamta 
Kumar and Dilip Mookheijee; Oxford University Press, 1995; pp 288, Rs 395. 

THIS Is an unusual book on an academic 


subject -In the somewhat the subject of the 
book is sn aca de mi c institution. It is neither 
s history of that institution nor a report on 
its working, though both these features are 
seen in the book. It is a collection of 31 
essays on the Delhi School of Economics 
by persons who have been academically 
associated with it over the yean. This sort 
of writing u sometimes found in publications 
to celebrate a landmark event, such as a 
jubilee year. But such is not the case here 
and the book is more serious and elaborate 
than a souvenir volume. The contributors 
have been selected from among hundreds of 
distinguished faculty, past and present, and 
alumnae, including foreign scholins and those 
in non-academic professions. 

TW Delhi School of Economics (or ‘DSE’ 
as it was known earlier, which is an 
abbreviation altogether easier on the tongue 
and pen than the present ‘D School') is of 
{indisputably high stature among institutions 
of higher learning. Its record in teaching and 
research in the social sciences has won 
international recognition. It came into being 
in an era of national euphoria. The Planning 
Commission had begun its work and the 
feeling in the air was that all would soon 
start to be well with the Indian economy. 
But to be effective, the PI anningCommisston 
needed economists of ability and it was in 
response to this demand that V K R V Rao 
founded the DSE. Rao'i unbounded energy, 
infectious enthusiasm and extraordinary 
talent for institution-building are all recalled 
with affection and admiration by the old- 
timers contributing to this volume. One of 
the edilbrs (Dharma Kumar) has expressed 
the view that its location in Delhi has 
probably been a handicap to the School's 
development. Bin in the formative yean at 
least, Delhi was the only location 
possible - dose to the Planning Commission, 
in touch with the ongoing policy debates and 
at the centre of things. 

Some facts about the DSE are not very 
well known in the outside world. One is that 
the imposing main gate (picture Included 
in the book), christened ‘Knowledge', is 
purely nou-fanctional, being permanently 
dosed. The other is that economics is not 
the only discipline that the School is 
concerned With, it also has departments of 
•odology, c o mmerce and geography. This 
book rep res ents only two disciplines- 
nconomtea and sociology. The rest, at the 
editors airily pot it, “vriti have to await a 
c om panio n volume'*. If the purpose of this 


rather odd grouping of departments was to 
promote an inter-disci pUnary approach, that 
seems to have never been taken seriously. 
From the start, economics has claimed - and 
established - primacy. For M N Srinivas, 
the noted authority on caste, the explanation 
is simple: economics, he states, is “the 
most prestigious of the social sciences”, 
being intellectually more coherent and 
vigorous as well as indispensable to 
economic management. But this superiority 
is not readily accepted. A number of 
contributors have referred to the economics- 
sociology rivalry. Veen* Das refers to this 
as “not so much institutional tensions as 
resentments that had grown among many 
sociologists against the assumed superiority 
of economics”. It is not difficult to imagine 
the sense of alienation and frustration that 
must surely prevail in the other two 
marginalised departments. 

The essays in the book are all very 
readable, particularly because of a delightful 
garnish of anecdotes But they are best read 
slowly, one or two pieces at a time. Try to 
take it all in at one long stretch and you 
cannot escape a certain monotony, the 
sameness of the theme overwhelming the 
points of difference between the individual 
essays. It is remarkable that the book bean 
no evidence of a generation gap and that 
the-perceptions of students and teachers 
spanning a period of four decades should, 
by and large, be similar. Both groups speak 
of the enjoyment of the general ambience, 
the pleasures of an excellent library and the 
intellectual stimulation from their mutual 
contact. Teachers also speak of their sense 
of freedom in a liberal atmosphere, the 
benefits of interaction with like-minded 
colleagues and the satisfaction of evolving 
courses. Students recall the camaraderie and 
fun of campus life, with the coffee house 
as a focal point. Incidentally, the old-time 
waiter of the coffee house is the only non¬ 
academic functionary to receive mention 
more titan once in these pages. 

And are the editors happy over this chorus 
of acclaim from their carefully chosen 
contributors? Not entirely, it would seem. 
The last essay in the book is by a visiting 
foreign scholar and bean the rather startling 
title The Delhi School of Economics at the 
Crossroads'. This has been specially 
commissioned to correct the biaa ia the test 
of the book, coatide re d to “err on the side 
of oorteotmeaT. Thtt this pi ec e too should 
dwelt more oo the positive as pe cts of die 
DS6 (the 'critical' co nt en t amounting to a 
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suggestion to strengthen the research side) 
may seem ironic but it actually u nd er lin e s 
the built-in quality of the ‘contentment bias'. 

For one thing, tbe entire exercise that this 
book represents is based on recollections. 
The contributors were asked to “feel free to 
recollect what was .important to you 
intellectually and personally at that tune, 
your contemporaries, sod the way you look 
bock oo the Delhi School now”. This sort 
of invitation, more often than not. evokes 
nostalgia aad nostalgia does not aid critical 
evaluation. This tendency is further 
strengthened by the choice of contributors. 
The editors hove naturally been drawn to the 
creme de la cre m e , the men who 'made' the 
DSE and, with the exception of afew famous 
names, they are ail here. For these persons, 
naturally, the DSE is something of an 
achievement, something to be proud about 
The editors have indeed taken care to include 
others of lesser note to give as wide a 
representation as possible. Bid inevitably, 
the person chosen are all successful and 
making a mark in their respective fields. A 
few ordinary or average alumnae, leas 
spectacularly successful, might have had a 
different tale to tell. Bid these are part of 
the anonymous multitude and it is scarcely 
possible to think of them replacing the 
illustrious, even to a limited extent. 

All this is not to imply that the essays 
arc totally free of discordant notes. 
Dissatisfaction has indeed been expressed 
by some writers but these are generally 
limited to specific aspects, such as course 
content or quality of research. (My two 
writers - Prabhat Patnaik and Sbiv 
Visvanathan. both past students - have taken 
a systematic view, with overall critical 
evaluation. Though very different from each 
other, these two contributions present 
viewpoints which, taken together, give a 
glimpse of a possible flip-side picture of 
(he DSE. a slight leaven of acidity in an 
otherwise bland mixture. Prabh a t Pauuuk. 
a noted economist, gives a detacfaedobjective 
assessment He finds the DSE a mbienc e 
‘flawed*, for reasons that can finally be 
reduced to the student-teacher relationship. 
He considers the student body insensitive 
and the entire school lacking in self- 
confidence. unable to overcome a sense of 
inferiority w-a-vir the west and hence 
lacking in what be calls a 'collective 
arrogance' without which “no aca d em i c 
institution can possibly achieve ex c elle n c e 
by international standerds". The other view, 
dial of Shiv Vtsvanathan, a soooiogiu. is 
personal and bitter primarily became of the 
into ler a nc e of the system and ns failure to 
accept deviation from its seif-prescribed 
norms. To him. (he DSE is “oof even a 

second grade u ni vcr xrt y..a waue land, ameti 
to the core” . He has a lot more to say on these 
lines and much of what 'he tu said could 
be a ttrib u te d to prejudice, periupa anting 
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from Mine deep personal burt. AH the same, 
this is the only essay that suggests the 
existence of s different voice. To quote 
Visvanathan again, “The D School 
remembers the victors but has no place for 
the defyted”. It has, however, to be added 
that both Patnaik andVisvanathan have only 
fond recollections of campus life. 

The editors say that they had “no very 
clear objectives” when planning this volume 
and hoped, at best, that “a readable and 
sometimes instructive collection of 
memories” would emerge. That isessentially 
what this book has turned out to be, despite 
the editors* claim to “something more 
serious”. True, there is material hoe that 
would be valuable to any future historian 
of the DSEbut. u the moment, it is a dormant 
value, awaiting the emergence of the 
historian. Based on what has been said by 
their contributors, the editors ha ve attempted 
. » sk etchy evaluation of the) r own -admitting 
to shortcomings and areas of weakness, 
pointing out financial and administrative 
constraints, drawing attention to 
achievements and concluding with a 
reiteration of the success of the institution. 
While all this may raise some questions on 
the future of social science teaching and 
research in India, this book is essentially one 
that will be read for pleasure rather than 
profit. As for the readers who wilt derive 
that pleasure, the most important group 
understandably is the DSE family. Since 
the book includes essays relating to the full 
span of the School* s history to date, starting 
from its foundation, its appeal to this group 
will be both personal and wide. The more 
senior and more eminent members, several 
of whom are themselves contributors, are 
bound to experience the irresistible urge to 
read what has been said about them and 
others of their circle. The vast number of 
DSE-ites who are neither featured in the 
book nor received mention in it will also find 
it absorbing, some at least with resentment 
at being denied an opportunity to have their 
say. Others in the professions of economics 
and sociology who are familiar with DSE 
figures, either through personal contact or 
hearsay, may also be interested, though 
probably to a lesser extent. Outside of this 
relatively small circle, this book is unlikely 
to make any impact 
But should a general reader from out¬ 
side chance upon this book, he would prob¬ 
ably find the entire exercise that it represents 
slightly precious. He mights Iso be confused 
by the fact that while there are institutions 
of high standing in the pure and applied 
sciences, with intellectual achievements of 
significance and international recognition, 
none of them should have thought of similar 
introspective retrospection. It would then 
have to be pointed out to him that the DSE 
it an institution of the social sciences and 
that social scientists are particularly 
articulate as weU as deeply conscious of 
the relevance of their dtsdpiinesip national 


development As such, this book could be the book has been 
considered a symptom of the emergence of by a very small group. On fee tAtrtmd, 
the ‘collective arrog an ce* the absence of it can make a start in promoting that 
which Prebhat Patnaik b e m oans. But the ‘collective arrogance' - something the 
term ‘collective’ is hsrdly ap prop ri ate since editors did not plan. 


Coping with New Technologies 


Sharit K Bbowmik 


New Technology and the Workers' Response edited by Amiya Kumar Bagchi 
with the assistance of Ranabir Samaddar; Sage Publications, New Delhi, 1995; 
pp 367, Rs 375. 


THOUGH the impact of the micro-electronic 
revolution is being increasingly felt on work 
organisations, production and employment 
in developing countries there are hardly 
any studies dealing with these aspects of 
industrial change. Anyone epgaged in 
teaching courses in industrial sociology or 
social organisations is aware of this problem 
as one has to rely mainly on case studies 
in the more developed countries which may 
not be totally relevant to the Indian context. 
This book is therefore a welcome addition 
to the limited literature on social impact of 
new technology in developing countries. It 
contains 12 studies which deal with the 
various waysin which new technology affects 
indigenous production and employment 
structures. A major feature of tins book is 
that it neither tries to explain the micro¬ 
electronic revolution as an anti-worker 
strategy oor does it attempt to eulogise it. 
It takes a balanced view where both sides 
are examined in an objective manner. In his 
introduction Amiya K Bagchi concludes with 
a note that it is necessary to think more 
purposefully on “how to cope up with new 
technologies instead of regwding thqm as 
deli verers of fantasies or purveyors of doom”. 
This is the underlying refrain in most of the 
papers which enhances the objectivity of the 
cases presented. 

The fust three studies deal with broader 
issues of technology and development. 
Jose Ricardo Tauile explains the rapid 
changes in organisations due to new 
technology. He emphasises the need for 
flexibility in work organisations as opposed 
to the rigidly stratified traditional ones. Per 
Lindberg too examines the need for more 
flexible organisations to cope up with the 
rapid technological changes. He emphasises 
that the benefits of micro-electronics can be 
reaped only through flexibility in 
organisation as well as technology. Both 
papers stress the importance of information 
as a source of rapid technological changes 
and a d a pt a tio n beca use , as Tauiie'i paper 
su gg ests , the new inequalities in countries 
will be created by their ability or inability 
to adapt to new technologies in the global 
context. Tauile suggests that the political 
and busines s elites in countries like India 
and Brazil must “understand the new 


possibilities opened up by contemporary 
collective capitalism and decide to regain 
their credibility by turning social needs into 
effective demand”. He does not tty to ex plain 
how effective demand can be raised when 
the “very large portions of the population 
already exist under minimum acceptable 
living standards”. Can collective capitalism, 
with its emphasis on the global market, 
raise the living standards of the majority 
. in these countries which have hardly any 
purchasing power7 

Sunil Mani's paper on the telecom industry 
raises some important issues relating to 
foreign collaborations. He presents an 
interesting study on how the developed 
countries and the MNCs thwart efforts of 
promoting research in developing countries. 
In India the efforts of the Telecom¬ 
munications Research Centre and C-DOT 
have been swept aside in favour of foreign 
collaboration. He notes. The organisational 
form that would grant the developers the 
necessary autonomy and strong motivation 
is never experimented with. Whenever any 
obstacle is encountered, the authorities go 
in for foreign technical collaboration, which 
throws indigenous efforts into a state of 
disarray.” The important point Mani ruses 
in his paper is that foreign companies are 
invited even when local expertise it available 
at much lower costs. The obvious question 
which comes to mind is, are these col 
laborations necessary for technological 
upgradation or for kickbacks? 

The situation in the electronics industry 
is examined by K J Joseph. Though this 
sector has expanded Joseph finds that its 
employment generation capacity hs> 
declined. This is largely due to the decline 
in in-house R and D. The industry is thus 
merely involved in suemblying imported 
components whereas it could have produced 
these components. He finds that the 
liberalisation policy has encouraged mod 
Arms to resort to foreign collaborations"» 
substitute sod not to complement their Iced 
ti«hnokigy-feherntjngefforts."On the other 

hand he finds that firm with higher loed 
R and D component have had higher 
employment generation ra paci ty . 

Though the title of the vokmse mentions 
workers’ response few of the papers deri 
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wife tid e aspect So—> at thani dis cn s t the mi moriten two work fat * mnrhwitf 1 The paper by Jeffery JameemdAjitBheiU 

effects if new tectesiofy cm employment fthh^tefcaeppara with fhemachiaw. This discusses the new rhanpa « iwhiilrial 

butthey do not specifically tied with w or k ers’ should have been an haportant point for production art orgartisatioo due to micro 

tetp o n ae to technological changes. There analysis as the etishag studies (including electronics, it is largely descriptive and fa 

ate five papers which cover the response of some in this volume) indicare that micro- gives a comprehensive picture of the 

woricmsnd unions to new technology.These eiectrooic technology enables flea foilisarton economic and i n stit ut ional mechanism 

pepers show that the unions in India are yet of the 'highroad 1 . However, Tuipule’s and required for implementing new technology, 

to edapt to this new p henomenon. They have Dutta’s study shows that it can reinforce Laurids Lauridsea ’s paper on Aexibtltiatioa 

been unable to develop new strategies to Fordism. Their observation on the response is interesting as it hearts with the approaches 

protect the workers' interests. They have of the trade lotions show that they are usable to flexihslisation and then c o mpares these 

instead blindly opposed new technology to grapple with the problem of new with the situation inTaiwan and South Korea, 

without suggesting alternatives for protecting technology. They seem content as long as Of the two roads to industrial restructuring 

employment and production. employment and wages are not disturbed, the ‘high rend* seeks c om petitiveness ba s ed 

The problems of the fledging state-run However, new technology also reduces the on efficient level of production, Itigh 

electronics industry in West Bengal is woriters' control over the labour process and technology, better quality goods nsdwarkm 

presented by Dipaysn Datta Chaudhuri. the new industrial conflicts (as seen in several who are treated as resources for achieving 

Though the West Bengd Electronics industry developed countries) centre not so much excellence in production. This is known as 

Development Corporation is an autonomous around wages as around the control over the flexible speciidisation. In the ‘low rood’ 

corporation, Datta Chaudhuri finds-that the labour process. Trade unions have to evolve labour is looked upon as a coat, technology 

state exerts a great deal of control over id new strategies to reduce this new form of level is low and the goods produced are 

functioning which curbs the powers of the exploitation. inferior in quality. Theprirrisrr low became 

managing director and the chairman. Like The paper by Radhap’ Souza (Iyer) starts of low labour costs. This is called flexible 

all other state-run units in West Bengal the with a survey of computerisation in Bombay casualisation end the small-scale indwtriri 

corporation is bound by “many rigid rules and the opposition by the unions. They have in India are ideal examples of this. Lanridren 

and regulations” which affects recruitment been unable to prevent automation though tries to examine the industrial ‘miracles' in 

of proper personnel and general decision- they could prevent it for some time. This Taiwan and South Korea from this 

making. Datta Chaudhuri gives a fairly is the net result of blind opposition to new background. He finds that though both 

detailed analysis of the corporation’s technology. She also deals with the case of countries have used micro-electronic 

functioning and why it has been unable to Siemens in Bombay which introduced new technology as the base of their industrial, 
perform as well as its counterparts in other technology when it expanded its production success they cannot be included in the high 

states such as Kerala, Tamil Nadu and UP. in the early 1970s. D’Souza has detailed the road. A large pari of the price advantage 

He has also dealt with the response of the strategies of the trade unions to the changes these countries have got is due to low Isbow 
woriters and their unions. Labour unrest is in work organisation and the management’s cost InTWwan it was doe tolhe paternalistic 
fairly common and often takes violent forms, response. Introduction of CNCs in 1981 type of industrial organisation while in 
The strategies adopted by the two mayor created changes in work groups and the South Korea it was due to the stale’s 
unions are different. The dTU-afTiliated demand for skill. The eariier skilled manual suppression of workers’ rights, Lauridren’s 
union, as expected, adopts a soft attitude workers now found themselves marginalised findings imply global cosnpetitiueaess due 
towards the management. Its stress has been as the new ‘specialist’ workers became to new technology does not necessary make 
on improving the quality of the products prominent This created divisions within the the industrialists look on labour aa a 
through increasedemptoyment (eg, in testing union. The company has not initialed any resource. In fact other papers in this 
them) whereas the non-political union has programme for retraining the conventional volume (Tulpole and Dutta. D’Souza and 
been stressing on diversification of products, workers in .the new skills (presumably the Samaddar) amply bear out the point that 
Datta Chaudhuri’s findings are interesting union too has not pressed for tins). The high technology does not lead to flexible 
and one hopes that he takes up further research company has instead shifted a pari of its specialisation. 

in this Arid. production to a new unit in Nasik where An aspect that n eed s to be nunwwl is 

Bagaram Tulpule and Ramesh Dutta more sophisticated equipment is used and whether new technology ineviubiy leads to 
examine the effects of computerised it pians io shift another psrt lo Aurangabad. discmpowenneMof labour. One shouldairo 
numerically controlled (CNC) machines on These units have come up because of the consider the positive effects of this 
productivity and employment in three multi- resistance the company faced from the technology such as increased efficiency, 
unit engineering erganisations in and around workers in their Bombay plant better quality of products, etc. Moreover it 

Bombay. The paper contains a lot of Ranabtr Samaddar’s paper on the news- is necessary to consider whether it is new 
information on the labour process and on paper industry again illustrates the weak- technology or the nature of industrial 
other aapects. Their findings show that labour nesses of the trade uniotu in dealing with o rg an is ations which d em w a n iae wotes. In 
productivity has risen considerably in these new technology. His discussion focuses oo the developed countries n ew te ch nology has 
units however this has been offset by the how new technology leads to deunionisation, ohm lead lo creation of ante democratic 
high coats of importing the machines. With He gives examples from his extensive o rg a nimxiu d st ruct u re s whereas inc ouaa rt u i 
the result profits have remained unchanged, research on the newspaper industry in ttice India. South Korea and Taiwan it has 
At the sime time employment has not fallen differed parts of the country. Maraata Roy resulted in more a uthorita ria n smm awfe - 
as the uniona were given assurance that there (Chaudhuri) disc us s e s co uap u te risa bou ht Much depemfc on the pressure feat the trait 
would ha no re t ren ch ment. They find that the backing industry, introduction of miens- arsons txart on tire political syetam. Mr 
though workers and trade unions are electronic te chno logy has opened up new example, hi s everal Baw p am comtrias, 
s p preh enti reabout the consequences of new areas of collective bargaining. Though the pretkutarty hi tire aorth, trade ua ie u s have 
technology but they do not offer any serious ta n k employees’ anton(AIBBA)hndinltiifly to be oomaftad before imptammatag new 
opposition. This is because the CNCs have opposed introduction of new tnrtwnlagy fa technol ogy . 

not yet earned unem p loyment. Though the hat now accepted it aeairneary hat has atao ** f i-Mif IMmflr iVminia 

datapassaaied is vary good the authors could developed hnhgfea a> mmm *w ion la a fes whofc intonating and MreurelNu. The 
have bean more analytical la their moderate pact of rnnpMariaatina. hi) mgaw edhon have dona a gnad job hi bringing 
presentation. Their findings dearly show that new technology may aot be maimed by aaptimr a add* range ottamas hi a dhgpt 
tint there baa ham an i ncre ase in workload beak rmptayeei at it hstpe earn their work, vataaae. 
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SPECIAL ARTICLES 


Han versus Market in the Contemporary World 

rrtwtx nran 

The case for planning emerges strongly in the contemporary world of vastly enhanced mobility offinance capital 
not so much because within a given universe planning is superior to the market, but as a mechanism for changing 
the universe of decision-making. Globalisation in the era of financial mobility, it is demonstrated here, dooms economies 
like ours to a perennial state of low and highly unstable growth. The need for planning arises in this very contest, 
though the outlines of the planned regime would not necessarily resemble any of the different versions of planning 
we have had till now. 

I logical inconsistencies, which I need not go of capitalism. (It >* quite another matter of 

into here, and which spring from the fact course that the reserve army is usually natch 
IN the 1950* there was a good deal of that the concept of an individual as a self- larger than need be from this penis of view 
discussion an the question of the plan versus absorbed hedonist is impossible to reconcile of coherence of functioning, because 
the market which 1 remember going through with the concept of an individual as an exact capitalism, being a demand-constrained 
as an undergraduate student. To my mind mkrocosmic replica of society (whose mere system, carries the additional burden ef 
the essence of that discussion at its best (e g, arithmetical aggregation constitutes society). Keynerian unemployment.) The dixcipibiing 
in the work of Maurice Dobb) waa die There are however two basic problems device which under slavery takes the ham , 
argument that in an economy where a plethora with the Dobb-type argument The first is of the master's control over the person of 
of individual economic agents are each that it shares the premise with neoclassical the slave, and under feudalism the form of 
pursuing their own optimisation exercises economics that the Walrasian equilibrium extra-economic coercion exetciaed by the 
under certain parameters which they lake is doer represent a sty I isati on of the functioning lord over the serfs, operates under capatririm, 
given, the aggregate outcome of their action of a market-system. In my view it does not which is a system of apparently vol u nt a ry 
does not lead to the achievement of a social represent the functioning of any market- contracts, through the power of the ‘sack’ 
optimum. The main reason for this was the system. And Ihlsii not because of‘rigidities' which the capitalist enjoys within a context 
intervention of time in the decision-making or the non-fulfilment of Walrasian of prevalent unemployment. Such a context 
process in various ways, of which assumptions, etc. This is because the however is inconcctvabk underthe Walrasian 
' externalities' in the broadest sense operating Walrasian conception of the market is such conception, which is what makes this 
through time was theclassic example focused that no market system that constituted an conception far removed from the operation 
upon by Dobb in his 'Introduction' to Soviet embodiment of this conception could of the actual capitalist market-system. 
Economic Development since 1917.' possibly function.’ Again, this has nothing Even if we visualise an alternative martet- 

Thti argument was different from the other to do with the form of ownership at such; system where individual enterprises, whether 
argument prevalent In some of the literature no market-system corresponding to the owned socially or by the workers of each 
of the time which talked of‘rigidities’, of Walrasian conception could possibly fund- enterprise, operate on the market as 
the exacting assumptions required for the ion, no matter what the form of ownership optimising units, exactly the same probl em 
existence of a Walrasian equilibrium, i c, of the means of production. There is a view re a ppe a r s . Unless there is an alierastivebasi' i 
which focused on (he proposition that that the Walrasian conception, though for impo si n g discipline upoo the workfor x 
individual economic sgenti, each maximizing ' obviously inappropriate as a stylisation of on die production-floor, without wh' ^ 
their objective functions, do not in their a capitalist market-system, may possibly production which is a collective nr A j, 
aggregate achieve a Walrasian equilibrium, realise itself in the form of a decentralised impossible, the existence of reserve ir^ H 
This argument was even different from the socialist market-system. This view however a disciplining device becomes inev* 
usual argument that the optimality of a is to my mipd completely erroneous. Let me Two conclusions follow from ttai. if 
Walrasian equilibrium is only a Pareto- discuss the matter at tome length. socialism it defined, as in my vie* t M 

optimality, which is relative to a given The essential Walrasian conception of a be. as a system which inter alia et ants the 
distribution of endowments. In shod, the market-system is that the different markets full employment of labour, then the 
richness of the Dobb-type discussion of the dear, leaving neither any excess supply nor development of such msMerMt ivebntiafar 
issue vote from the fact that this discussion any excess demand at the prevtiling prices, work-discipline becomes absolutely 
was at an altogether different level of provided the latter are positive. If such is esaential. which is impoa ribk . h nw e v w ta a 
discourse from the usual critiques of the the way that a market-sywem operated then world of individual enterprise-level 
functi oning of the market-mechanism. there would be no disciplining device within optimisation. hfoOowsthcn foattheconMpt 

Strictly in terms of logic, foe Dobb-type tins system and production is impossible of t socialist market-eye tern os aacUMt 

critique cootinoes to be as valid today as it without a disciplining device (which need commodity protection vlgidiwM hi vnpn 

ever was. I say this d es pi te foe effots of a not of course be coercive, a sup pos iti on in e a s ter n Be r op e iota years s+ a Mi 
number of writers in recent years, especially which corotitutes the bask premise of the rnnstirm es fmh icm fol rf’oaoryinChiuatiure 
those heinngH g m the school of 'rational socialist argument). Within a capitalist days la a ooearadktkxi hi amt 
expectations'In the US, to theorise ss if the market-system foe threat offoe 'sack' would Much c oa fori aa prevatit In dtis mmact 

individual acoaontic agents‘internalise’the lose its sting m for as the weaken were about foe meaning of (Mar Lava's 1930s 
social objective function, so that foe concerned, untiera te fog wfchtn this regime wjoindertoLndwig -ronHs m|ln M r IWt 
individaul %et* tincnmm a rakrocosa of thedtt rtpMtw m at erial for foe stru ct ured co- Lange k ofoea fought ef m trfvocmhw 
society, and the ^greendon of individual operation font m ai nta i n the bask for aodatittcoamodk y production, or whta is 
"&mdoet laad to a social optimum. (This modem production. The e xi stsu r t ef a cfomcalsd'aMriimsociaRan'.1gia«aMriy 
*»» bean need especially with regard to reserve army of labour, I a, a symaamtic wnsnotfot c en ctun fonofLa^rs^amam. 
Rsnwqwype optimising exercises.) 1 This excise-supply of lafaear at foe gotag wage- . Qnhe qw rr froa^ Che font font at foe sad ef 
**tior genre of foaorisiaf Is ftangbt with rata, is in t i g ral to foe n e hiw at fonnhna i ag Ms paper Laaga.hSmmifaaM tint Ms * 

Eco nomi c and Political Weekly Msg 6-13,1993 90 


4 




been a logical critique rather than a blueprint 
for a socialist economy, the blueprint itself, 
if his model is taken to be one, is not one 
of market socialism. One has to draw a 
distinction here between the market as a 
‘computer-analogue 1 and the market as a 
social institution. In Lange’s model the 
market plays the role of a computer-analogue. 
The market as a social institution, which it 
would be under actual ‘market socialism', 
is an altogether different animal, and from 
Lange's argument the case for ‘market 
socialism'does notemerge. Mises and others 
had confused between the two and had ngued 
that the marketasasodal institution functions 
entirely as a computer-analogue (wherein 
they claimed lay its superiority). And Lange’s 
argument amounted to saying that if the 
market is nothing else but a computer- 
analogue then such a market is perfectly 
compatible with socialism; it did not 
necessarily accept the premise that the market 
as a social institution is actually a computer- 
analogue and hence it cannot be construed 
as advocating the market as a social 
institution, i e. ‘market socialism’. 

The second conclusKxi which immediately 
follows and is already implicit in what is said 
above is that the market as a social institution 
is altogether different from the Walrasian 
conceptualisation of it. And not to have 
recognised this was one of the limitations 
of the Dobb-type argument in the plan- 
venus-market discussion in the 1950s. 

The second limitation of the Dobb-type 
argument was that it was conducted as if the 
comparison was between a planned universe 
and a universe governed by the market. As 
a matter of fact any planning 4s realistically 
done within a nation-state which exists within 
a certain international economy. The 
questions of whether an economy, which 
necessarily means the economy ofaparticular 
nation-stafe. should be planned, whether it 
can be planned, how it would function under 
a regime of planning, how it would function 
under the unrestricted sway of market-forces, 
etc. have got to be answered by taking this 
international context into account. In short, 
the abstract comparison of a planned with 
a market regime cannot really take us very 
far wh* it necessary isaconcretediscussion, 
especially a discussion within the concrete 
context of the international economy. 

This is particularly necessary today. In 
feet it is parhaps not surprising that the 
carter discussions on the plan-versus-market 
question occurred without taking the 
imemtfkMud 

for a variety of historical reasons the birth 
of pianori-g (in the erstwhile Soviet Union) 
oofeefek; ip point of time with the virtual 
cessation of the functioning of the 
letfrnaUonal sronomy: during the iarer-war 
years, especially after the collapse of the 
OoMfeaudred, capital exporta virtually dried 
up. ana fee international econo my got 
fragmented, fate rival tnde-Mocs. Today 
992 v 


however matters are altogether different, 
and this fact must get reflected in our 
discussion of this question. 

And if it does get reflected then the case 
for planning emerges strongly (or an 
altogether different reason from what Dobb 
et al had discussed. It arises not so much 
because within a given universe planning is 
superior to the market, but as a mechanism 
for changing the universe of decision¬ 
making, i e, as an integral part of a process 
of resurrection of significant decision-making 
within the nation itself, which is both essential 
for progress in contexts such as ours, and 
for which planning constitutes the only modus 
operandi (or more accurately, the modus 
operandi of which is what I would christen 
as planning). 

n 

There can be little doubt that the revival 
of free markets in several underdeveloped 
countries which in the 1950s and the I960* 
had opted for planning is associated with 
greater integration with the global economy. 
In other words when we talk of these 
economies being opened up for the operation 
of the market forces we necessarily mean 
global market forces. The argument for such 
opening up is usually advanced in terms of 
the fact that productive capital which 
historically had been rooted in the advanced 
capitalist economies has at long last become 
mi fficiemly mobi le across the globe; it would 
therefore shift productive facilities currently 
concentrated in the advanced economies to 
the third world economies where the wages 
are lower, provided these economies open 
their gates to such a shift. To repeat, this 
dlriiwt happen historically, for if it had then 
the dichotomy between the advagped and 
the underdeveloped economies would have 
disappeared long ago; but, so the argument 
goes, this is happening now. 

As a matter of fact however such shifts 
reproductive capital, which would ocosr for 
instance through a increVe in 

direct foreign investment from the advanced 
to the underdeveloped economies, are still 
extremely meagre. 4 Even such increase as 
we find from the available statistics represents 
an exaggeration for at least three reasons: 
first, it is boosted by figures from Chins 
where nearly two-thirds or more of the DFI 
comes from the overseas Chinese rather than 
from the advanced capitalist economies; 
secondly, it is boosted by the*debt-equity 
swap deals undertaken in many Latin 
American c ountries which merely convert 
figures of debt into figures of DPI; and 
thirdly, no distinction is drawn betwe en 
DFI winch comes to cater to the local 
market and DPI which comes to cater to the 
global maricet while locating haetf o* fee 
soil of the un d er d e v el ope d econ o my . Clearly 
DFI eonring to cater to fee local marital does 
not by any means rep res en t a spontaneous 
process of diffusion of Hvhrtt rial capitri inn. 


i--- lew la irislwuaJu 
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by the rise of the local feaiket in fee 
underdeveloped country, to fee expaoskm 
of which fee DR itself maker'at best a 
marginal contribution. DPI eonring in to 
take advantage of the prevailing low wages 
to meet the global market la not limited by 
the size of the local maiket and docs constitute 
an altogether new phenomenon of 
proliferation of industrial capital at an 
international level. But this sort of DFI it 
even more insignificant than the total DFI 
figures would suggest 

While this basic premise which would to 
an extent validate the ‘maifcetUt' argument 
does not lurid, what has been happening in 
the international economy is a genuinely 
enhanced mobility of finance capital. 
Prodigious amounts of short-term funds are 
being moved around across the globe today 
including from the advanced countries to 
particular backward economies at particular 
times. ‘Opening the economy to the market- 
forces’ today means above all opening it to 
the to-and-fro movement of finance capital 
in the form of short-term funds, or ‘hot 
moocy’. An analysis of the operation of the 
market-forces means above all an analysis 
of the predicament of an economy which is 
subject to the free movement of such funds 

In such an economy the maximum rate of 
growth which can be achieved becomes 
crucially dependent upon the caprices of 
international financiers; and the actual rate 
of growth which is achieved over any period 
of time is not only way below this maximum 
but becomes entirely a by-product of specu¬ 
lative activities at the international level. 

Oddly enough this is not the conclusion 
Uf what has come to be known as open eco¬ 
nomy macro-economics with international 
capital mobility . In the well known MunddJ- 
Flcnhng model for instance which was a 
pioneering contribution in this field all that ; 
international capital mobility does is to take | 
away a country’s freedom to fix the interest 
rate at any level it likes. But at this given 
interest rate, which must be in line with what 

prevails abroad, as long as the exchange nee 

it flexible, the level of activity, and hence 
by implication the growth rate, depends 
entirely on the country’s own interns) 
monetary policy [Mundeil 1962, Fleminf 
1962], In such a world, the authors argue, 
it is fiscal policy which ceases to be effective; 

monetary policy on fee contnuy net only 
remains effective but boco met the sole 
determinant of the level at activity, over 
which international s pec u lation allegedly 
has no Influence wfctfsoever. 

The reason for this bizarre conclusion tict 
inter alia in the assumption that as long ss 
a country maintains fee snare few e st rate 
aaprnvarisimernntlonnByit cantea nceapy 

balance of pay i tan ti .it, the re i s an infinitely 
siaatic supply of capital at fee prevail** 
teterret rate. Though fefat ■wmyrlpr is its 
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removed from the reality of the international 
economy, much of the standard literature to 
this area continue* to make this assumption. 
InwhatfoUowslahall develop an alternative 
model dropping this assumption, and in the 
process eetabiith the propositions referred 
to above. 

Let P denote the net capital inflow into 
the country, then I assume that 

F,- P M U + a ♦ f(i ♦ (p- i*H . (I) 
• 0 if i + (pr/pT, < i* 

which means the following: if the sum of 
the expected rate of currency appreciation 
of a country and its interest rate equals the 
interest rate i* prevailing in the international 
market then the net inflow into the country 
grows at a rate a. If the former sum exceeds 
i* then the rate of inflow correspondingly 
exceeds a by a magnitude given by the 
function f(.}. But if the former sum falls 
short of i* then the net inflow ceases 
altogether (there would in fact be outflows 
in such cases but throughout this paper we 
ignore negative values of P for simplicity). 

TMs however does not do justice to a 
commonly observed phenomenon, namely, 
the sudden collapses of confidence. These, 
it is often believed, are related to excessively 
high current account deficits or even fiscal 
deficits. I take account of this fact by 
postulating that 

F, * 0 when (M - X t ) /p;. p ( . Y, i (some)£ 

...( 2 ) 

and F ( ■ 0 when G/Y ( > (some) e ...(3) 

The first of these boundary conditions is 
self-explanatory, while in the second I have 
put government expenditure rather than the 
fiscal deficit because I assume a given tax- 
GDP ratio. (The reason for one strong and 
one weak inequality is technical and would 
become clear, it need not detain us here.) 

The national income identity staled in real 
terms is: 

Y, - C, ♦ I, + G, ♦ (X, - M.) / p* ..(4) 

For simplicity I assume that 

C, - c. Y, ...(5) 

and 

1, - g(0. P„, ...(«) 

The first of theae is obvious (p* being the 
world price level) while the second states 
that the level of investment in any period 
equals the profits of the previous period 
times a faetpr which is inversely related to 
the Interest rale (g'< 0). Incidentally I use 
I to denote total investment, of both the 
public and the private sectors, and use G 
only for government current expenditure. 

I assume that the foreign exchange market 
clears entirely through changes in the 
exchange rate with ao government 
iaterfenaoe whatsoever (the case where dm 
government stabilises the exchange rate 
through variations in the level of reserves 


does not nullify the basic argument of this 
paper); for this purpose (assume that change* 
in reserves are nil, so that 

F, - M, - X, ...(7) 

The determinants of the current account 
deficit are those which influence the export 
and the import p erfor ma nce of the economy. 
For the import performance 1 assume that 

M, « h (p;.p/p*). Y ( . p* ...(8) 

where the term in brackets denotes the import 
propensity which is a function of the relative 
prices of the domestic goods comp ared to 
the work) prices p* (which are assumed to 
remai n unchanged in whW follows). 1 assume 
that the import propensity has a lower bound 
consisting of essential inputs purchased 
abroad, an assumption which wU) be used 
below. 

For the export performance on the other 
hand 1 postulate that 

X, 3 X M (1 + x (pj. Pl / p*)J ...(9) 

which states that the rate of export growth 
depends upon the relation between the 
domestic and the world pricea.The magnitude 
of world demand does not enter the picture 
because I deliberately want to understate my 
case by accepting the orthodox assumption 
that the exchange rate is overwhelming 
importance for export performance. 

I assume that money wages in the economy 
we given, that the production of the domestic 
output requires a certain physical magnitude 
m of an imported input per unit of output 
that labour coefficient per unit of ouptut is 
a constant 1 and thu pricing u based oo a mart - 
up on the unit prime cost (i e, some unutilised 
capacity always exists), in which case 

P, * (w.l + m.p* / pr) ( I + a) ...(10) 

where the symbols are self-explanatory. 

From (9) it follows that we can denote the 
level of profits in any period by 

P,«Y,(*/(1 +K) (1-mpVpj.p,)) ...(11) 

There is, however, an obvious constraint 
in the form of a lower bound upon the real 
wage rate. ie. upon the relative configuration 
of money wages and prices. An extremely 
low real wage rate (winch can come about 
essentially through an extremely high rate 
of inflation in terms of the wage unit) is not 
only politically unsustainable but may wart 
a wage-price spiral with potentially scrioua 
destabilising effects upon the currency ad 
the economy. I assume that the gowrnunrat 
avoids this, so that 

w/p, 2: w 412) 

As regards the «» p —•—d u p pro efo dan of 
the exchange rate 1 assume that fob is simply 
an extrapolation of the experience of 
the previous pe ri od: 

-413) 

This co m pletes the sywaea. Bar ny ghta 


are II unknowns, viz.F, Y.C.I.O.P,M. 
X.?.p.(p/tf.Uaviagarided»inagaottea 
howeve r , we have only 10 eq ua tion s which 
means thw for a complete detenronwina of 
the system etiher(12)m«tho4d at aaegratiiy 
or G/Y must equal e. A diagrammatic 
r epre se ntation of the d rlrrm iaa ti ca of foe 
single pe rio d nqui hhr iumbgrvea in n ^w e 1. 

For any particular level of G/Y. tinea I 
is givea in the single-period, from equations 
(4), (8), (9),aad(10)wecandtswahermthe 
coongurattont oi jr ana T antten aaaute 
goods market equilibrium. This woadd give 
vn a downward-sloping curve, Wace a loner 
level of pf, i e. a lower etrhaagn rate, is 
associated, according to traditio n al theory 
which I do not question tat dria rasped, witii 
a larger level of aggregate demand. This is 
the DD-curve in the diagram, which w a ve s 
ri g htw a rd s as the level of G/Y is UKreaaad. 
The Dry-curve corresponds to dkeawdaami 
level of G/Y consistent with positive aat 
capital inflows (see (3) above). 

Likewise in die tingle p e ri o d F is ghat. 


current expectations. From (7). (t). (9). and 
(10)onecmfiadoutalterastivacorabimiont 

of pf and Ym winch there is foteiga exchange 

market equilibrium. Now ties too would be 
a downward-sloping carve. PP fat foe 
t&agram. because any given camm aooamt 
deficit (corresponding toagtaaftcanha 
caused cither by a Ugh income wifo a low 
exchange ram or a low income wtfo a fogt 
exchange rate (again I do not question foe 
assumption of the tmhtinnal theory font m 
exchange rate depreciation improves foe 
current balance and an appreciation 
worsens h). 

While both the DDsnd then 1 curves ms 



than the former for aaabrionsr 
that otherwise thr ringlri periods 
would be nnstahlr So if ' 
there is a stable tingle period i 
then we umw accept foe het of foa IT a w 
cutting the DD-cmve from the left.* 

In addition to l 


there would be a third carve, n h ich waaU 
be a horiaonal su i i g h fo a a heemma of (Mfc 
the WW-linc la the diagram. wMcft 
corresponds to the taArahmmy barrtar, 

sense {Itohinaon 19371 or m a pnftlfonJl 
jaflatianary barrier* 

Now if the hnmaactioa affoaPPenrra 
wifo foe DD*-cnr*eoocnrs Shave timl/W- 



other hand If fob iminirtlm aoenrahafow 
foe WW-tina, foan whan foe NMtoe mm 
^ WW-tin a fcwlf umtid ha fos print af 

mSfMfofolttS IgWratiit 

law fossa, and w ti a ll saly has t n rh i rahra 
font foe DP Baa cunsapandfog left pawns 
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through the same point of intersection 
(between WW and FF). This is exactly what 
was meant earlier by the remark that 
equilibrium in the system requires that either 
one of the inequalities, w/p 2 w and G/Y 
£ e, must hold as an equality. Single-period 
equilibrium in other words must occur either 
on the WW-linc or the DD'-line. 

in 

Our concern however is nor with single¬ 
period equilibrium as such but with the 
growth performance of the system, and this 
1 examine in the current section. 

Over time, as long as net capital inflow 
is increasing, the FF-line (Figure I) would 
be shifting outwards, and similarly if 
investment is also growing the D’D’-line 
would be shifting outwards. Examining the 
economy’s growth performance basically 
amounts to an examination of how the 
seq u e n ce of single-period equilibria, given 
by the points of intersection as discussed 
above, would be moving through time. 

This system is capable of steady growth, 
and the path is characterised ss follows: 
along any such path the exchange rale must 
remain constant. For any given interest rate 
therfore there would be a certain rate of 
growth of net capital inflow. If the export 
growth rate has to equal this then there would 


have to be a particular exchange rate. 
However, with this exchange rate (which 
influences the level of capacity utilisation 
and hence the capital-output ratio) and interest 
rate (which influences theinvestment-output 
ratio via the interest-sensitivity of the 
in vestment function) there would be a certain 
growth rate of output which need not equal 
the growth rate in net capital inflows. The 
steady-state interest rate and {he steady-state 
exchange rate would be those at which the 
growth-rate of net capital inflow, the growth- 
rate of exports and the growth-rate of output 
would all be equal. 1 assume that the govern¬ 
ment which does not want instability in the 
economy actually fixes this particulanntereat 
rate. (This is how the interest rate which until 
now was taken as given gets determined.) 

It is obvious that the rate of steady growth 
along this path is determined inter alia by 
the propensity of the international financiers 
to bring in foreign capital into the economy, 
which corroborates the first half of our 
asssertion about open economy macro¬ 
economics with capita] mobility. But, what 
is more, this steady-growth path has no 
stability property associated with it. On the 
contrary 1 wish to argtle in what follows that 
this path is both locally as well as globally 
unstable. True, if the economy happens to 
get perched on the steady-growth path, then 
it would continue along this path, unless 
knocked off it for some extraneous or chance 
reasons. But starting from any arbitrary initial 
conditions it would not converge to the 
steady-growth path; and. what is more, if. 
having been on the steady-growth path, it 
happens to get knocked off this path, it will 
not come back to it. in other words, the 
actual economic performance'would be 
different from, and, as we shall see below, 
much worse than even the steady-growth 
path determined by the whimsof international 
financiers. 

Let us, to start with, assume that the 
economy has been on the steady-growth 
path, and suppose, for some reason, suddenly 
there is a transient increase in the net capital 
inflow into the economy in some particular 
period. For that period the FF-curve would 
shift outwards, and, as a result, income will 
be less than would have been otherwise and 
the exchange rate will be higher than would 
have been otherwise. This higher exchange 
rate would induce expectations of a further 
appreciation bringing in still larger (than 
would have been the case othenKse) capital 
inflows in the next period; on the other hand, 
the lower output in the initial period off the 
steady-stale path would reduce profits and 
hence subsequent investment, and hence 
further reduce the economy's growth rate 
bekjw the steady-growth path. The economy, 
in short, once knocked off the steady-growth 
path through higher capital inflows, would 
experience a cumulative decline in the 
growth-rate and a cumulative appreciation 
in the exchange rate. . 


■ -. ,■ - 

Thii cumulative movement sway from the • 

steady-growth path and along a path of 
declining output growth and appreciating 
exchange rate would come to an abrupt end 
when the economy comes up against the 
ceiling of current account deficit relative to 
national income (see (2) above). When that 
happens then F fails to zero and, since the 
economy gets pushed against the WW-line, 
government ex pendi hire is heavily curtailed. 
Now after some time the very stability of 
the exchange rate on the WW-line would 
induce capital inflows once again, but even 
if this raises government expenditure, the 
tags in the pick-up of investment may well 
lead to an increase in exchange rate and start 
the exchange rate appreciation-output 
contraction story all over again long before 
the economy has got back to the steady- 
growth rate. In other words, once the 
economy is knocked off the steady-growth 
path it may continue to experience fluctuating 
growth rates which are well below the steady- 
growth rate (see Figure 2). The actual growth 
rate of such an economy which is trapped 
in the speculative whirlpool of international 
finance would then turn out to be meagre 
on average and highly unstable around this 
meagre average. When capital inflow is large, 
growth would remain low on account of the 
deindustrialisaiion of the economy arising 
from an appreciated exchange rate; when 
capital inflow is low growth would remain 
low because of the deflation of the economy 
in order to ensure that the economy does not 
cross the inflationary barrier. And, if in all 
seasons, there is a constraint of this genre 
upon the growth rate in such an economy, 
then it is hardly surprising that the average 
growth rate would remain meagre. 
Globalisation in the era of financial mobility 
dooms economies like ours therfore to a 
perennial state of low growth which is the 
precise opposite of what the celebrators of 
globalisation claim. The need for planning 
arises in this very context. 

rv 

if the economy is to achieve growth rates 
which would make a perceptible difference I 
to the living standards of the population, not 
to mention a degree of economic liability 
and growing expenditures on the improve¬ 
ment of the quality of life, it has to avoid 
getting caught in this syndrome which is 
analysed above; and that essentialy means 
that it cannot be 'market-friendly’ in any 
relevant sente. At the very least it has to 
control the inflows and outflows of capital: 
and since one kind of control would have 
to be backed up by other kinds as a logical 
necessity,’ It has to opt for a regime of 
conscious state intervention. The outlines of 
this regime would not necessarily resemble 
any of the different ver si ons of phoned 
regimes which we have had tin now. But 
any conscious intervention by tbenUte (not 
necessarily a ctntrotiaed state) to achieve 
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achieve presupposes a plan. 

The need far planning, therefore, is self* 
evident. While 1 need not go into what a 
plan-regime in an economy like ours ought 
to look like because that would have to 
evolve through trial and error, I believe that 
one can be a little more explicit on the 
question of what the plan-strategy in an 
economy like oun ought to look like. Since 
the stimulus provided by exports of 
manufactured goods arising from the inflow 
'pf DPI for locating enterprises in our 
economies for sale in the global market is 
likely to remain minuscule, and since export- 
led growth on the basis of our own effort 
is unlikely to be large enough in the sphere 
of manufacturing to make any difference to 
pressing problems such as unemployment 
and poverty, there is no escape from the need 
to develop the agricultural sector as the 
lynchpin of a planned strategy whereby 
agricultural growth brings forth an expansion 
of the home market and stimulates industrial 
growth.' But the agricultural growth that 
can act as such a leading element would 
necessarily have to be much more egalitarian 
and broad-based than anything we have seen 
so far in the country. 

What is required in other words is land 
reforms, provision of credit to a much broader 
segment of the peasantry, provision of larger 
social overheads, substantial investment in 
the rural infrastructure, and the provision of 
literacy and health facilities in the rural 
areas. These, however, have to be dovetailed 
with employment generation schemes, which 
can be used for rural capital formation, and. 
as acompiement to them, a public distribution 
system with comprehensive geographical 
coverage. Since the operation of any such 
schemes requires local-level planning, a 
degree ofdecentralisation of decision-making 
and of resources to elected local bodies is 
essential. And finally, since any major thrust 
in enlarging the rural infrastructure, where, 
if anything, the decade of the 1980s has seen 
a retrogression (irrigation being a prime 
example where real gross fixed capital 
formation under the aegis of the state fell 
through the decade), would requite resource 
mobilisation on a large scale, an increase in 
direct lax revenue through an enlargement 
both of the base as weli as of the rates on 
higher slabs appears inescapable. 

in short as opposed to the 'market-friendly' 
policiesof reducing tax-collections from the 
rich (often justified by invoking the Laffer 
curve) and inviting private, especially foreign, 
investment, i e, policies of redirecting 
resources as well as responsibilities away 
from the stale to the private sector, what is 
neceaxmy is a re-emphasis of the role of the 
state, and a re- e mp ha sis of the need for larger 
retouroe mobilisation by it, though within 
m altered plan strategy which shifts focus 
to the rural poor. Greater accountability 
must of course be enforced upon the state, 


but the democratic means of achieving this 
is through increased vigilance as well as 
social power of the workers and p e ar ants 
which constitute both the condition and the 
eonsequenceofan s to red plan s trate gy. There 
is no escape from it because as we have seen 
the redntctioa of resources and respon¬ 
sibilities away from the state to the private 
sector typically leads to a situation where 
the private sector (including multinational 
finance capital) appropriates the resources 
all right but does not carry out the respon¬ 
sibility of enlarging the productive forces. 

V 

The real question, however, lies elsewhere. 
Even if planning may be absolutely essential 
if economies such as ours have to make any 
headway, is it really feasible in today’s 
context? The very internationalisation of 
finance which, 1 have argued, strangulates 
the growth-process under ‘market-friendly’ 
regimes, also brings forth these ‘market- 
friendly’ regimes by subverting the basis of 
planning through an undermining of the 
nation-state. Planning, or indeed any form 
of purposive state intervention, presupposes 
a control area’ over which the writ of the 
state can in principle run. Arid if capita] is 
highly mobile across countries, then it is 
difficult to visualise such a ‘control area'. 
It is not just the foreign financiers who put 
pressure for the institutionalisation of regimes 
ensuring free capital mobility, but even the 
domestic bourgeoisie; and even when such 
regimes are not formally in place clandestine 
capital flight is often resorted to owing to 
lack of ‘confidence' in the domestic economy 
which enforces the de/urr institutionalisation 
of dr facto capital mobility. If such is the state 
of affairs in the contemporary world, then where, 
it may be asked, is the scope for planning? 

This question in my view consists of two 
parts: first, can a political alliance of socikl 
forces having a decisive weight be cobbled 
together m a society Ike ours which can back 
an alternative economic strategy with 
substantial commitment? And secondly, if 
such an alliance is cobbled together, can it 
at all withstand the very powerful pressures 
unleashed by the internationalisation ol 
finance in the direction of undermining any 
purposive national-level praxis fordevelop- 
ment?Of course, the two parts of the question 
are related, nonetheless for analytical 
convenience I shall treat them separately. 

As regards the second part, I believe that 
as long as a ' non-mark et-frietxiy' regime 
is sufficiently successful in terms of exports 
and growth, it can resist capital flight and 
withstand the pressures of the inter¬ 
nationalisation of finance. In other words, 
the kind of considerations which operate in 
the determination of capital mobility in the 
case of a ‘raatkot- friendly' regime (eon- 
s i derations e n s hrin ed to the era miq i t l u m of 
our model above), are not ne cess ar i ly the 
same as would operate in the cat* of an 


alternative regime, i e. the factors promoting 
’confidence'in die two cases are not identical. 
And since ‘conspiracy theories'. while they 
should not be dismissed, do not constitute 
the whole truth, it follows that if a 'non- 
nurket-friendy’ regime manages its affairs 
successfully; it can prevent getting 
subverted.* As regards the first part of the 
question, namely, the possibility of forming 
an alternative political base for planning, 
that of course is a matter of political praxis. 

Notes 

(This paper was presented at Seminar at 
Shanbrriketan in memory of the Ime A K Dasgupta 

in Feborary 1995.) 

1 Dofab (1960n); tee also Dobb (1960b) 

2 See, for instance, Sargent (19*7). 

3 The a r gum en t which fallows is developed in 
Paurnik (1991). 

4 The reasons for dais are dt a caaa a d m greater 
detail ia Pauaak (1995). 

5 The condition for this moreover is not 
parncolarly stringent It merely stales that the 
import propensity of the economy roust be leu 
than its savings propensity, or. more precisely. 
(1 -c-gjp'sp for the relevant range of ji, where 
I denotes the ratio of govern mem expenditure 
to Y and ji denotes die ratio of imports to 
foreign exchange to Y. 

6 The concept of a political inflationary barrier 
in economics like oun has been diaentsed in 
Pamaik (1988) 

7 For instance if the economy eschews the 
pressure lo have a convertible currency and 
imposes controls on iht short-term inflow of 
funds, then it would perforce have to have 
some degree of trade control 

8 Nicholas Kaldor (19781 while recogwamg the 
importance of expun-lcd growth emp h as ised 
that the exports would have lo be from the 
manufacturing to the agricultural sector, at any 
rate as far as die manufacturing sector of the 
world is concerned. 

9 I develop this argument ai greater length m 
Pa marl (I9V4) 
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'Surging Ahead 


Pennar Group 

Aluminium. Steal. Financial Services Profiles Electronics. Chemicals. Software. Surging ahead into the future and 
building up a national pretence Is the Pennar Group, the Group's entrepreneurial skills and commitment ta 
progress is further strengthened by the technological and marketing expertise of leading global partners. 

The turnover is poised to reach Rt 500 crores by 1996-97 with the 
operationalisation of ail on-going projects 

Pennar Aluminium Company 

A Rs. 174 crae modem Aluminium Product* project In technical 
collaboration with world-leader Pechiney of France and 
marketing tie-up with MetallgetelischGft of Germany, bath 
Fortune '500 companies. In order to service global motets 
PALCO has set up a Joint Venture Company at Hong Kong with 
MGNE Produkthandel GmbH. Germany (jointly owned by 
MefoftgeseHschaft AG and Daimler Benz Intarservice AG). 

Pennar Steels 

Sfafe-oMhe-attCokJ Rosed Steel complex manufacturing sophi¬ 
sticated import-substitute steel products 

Pennar Paterson Securities 

An in tegrated financial service* company, specialising In leasing, 
merchant banking, foreign exchange and money market 
operations 

Pennar Profiles 

The Aluminium Extruded Profiles monutactumd at Itsmodem plant 
near Hyderabad aw extenshwty used In the transportation, elec* 
homes aeronautical, taxtSe and home products Indusby. 

Thomas ft Befis Pennar 

A Joint Ventuwe tth jta mas A B etts a US Fortune 500 Company, 
introduce to the Indtan maritet, modem •toctrohic Intw-cocvGC- 
tkxrc»Tipon®nt»andiyrt*rn». 

, Pennar Chemicals 

Representing OF, the French petroleum giant tor the sale of 
various fuet/oe addWves In tab 

Pennar Mo-Tech 

Set up at the Software te chnolog y Park at Hyderabad under¬ 
taking Computer Sofhraw exports 


e - e e 


• PeoMney Rhrenalu, Franc* 

• M*tall g—l lechalt. Cermony 
I • Thomae it Batts Corporation, U.SA. | 


OL 

CNkoti Gardens. Begumpet 
Hyderabad 500 016 
**811276/848935/848891 
tot 846641 Tlx. 0425-2540 
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Government and Thmsnatiotials 

New Economic Polides since 1991 


This paper focuses on the direct investment activities of TNCs in the manufacturing sector in India in the context 
of the new economic policies. The official policies on foreign direct investment since 1991 are discussed and their 
implications are analysed, especially the response of TNCs and the impact on indigenous firms. The author attempts 
to probe whether TNCs are responding to the new economic policies by investing primarily for the export market or 
for the domestic market and examines the future prospects for export-oriented foreign investment. 


AMAJORobjectiveoffoe economic reforms 
p rog ramm e initiated in India in 1991 U to 
make the country more attractive to the 
transnational corporations (TNCs) and 
induce them to invest more in India A basic 
premise at the new economic policy is that 
a larger inflow of foreign direct investment 
(FDI) is per se good for the country. In this 
paper we will be concerned primarily with 
the question whether unregulated entry and 
expansion of TNCs is beneficial for the 
country. 

There is a basic contradiction b etween the 
interests of the TNCs and those of the host 
developing countries. Forapartkular country 
it is important to see, e g, that domestic 
production and employment increase, 
surpluses are invested in the country for 
higher growth, exports are sufficient to 
finance the foreign exchange needs, etc. But 
TNCs operate in different countries with the 
objective ofglobal profit maximisation.They 
are at such not concerned about how their 
activities in a particular country affect that 
country. Depending on their global strategy, 
the TNCs may import final goods into the 
country rather than produce them there; whik 
producing goods for the domestic market, 
they may useiraported materials, components 
and capital goods rather than using or 
encouraging local sources; they may produce 
for the domestic market only and prevent 
exports; even when they start producing for 
exports in a particular country, they may 
later relocate production elsewhere; they 
may repatriate the profits and use these for 
investments in other countries. 

Theaeme not mere theoretical possibilities. 
Consider India's experience with TNCs 
Airing the 1960s and the oariy 1970s when 
they were much less regulated compared to 
the late 1970s and the 1980s. As Table I 
•hows, they produ c ed In India primarily for 
the domestic market The subakharies of the 
TNCs fat bnia (i c, the c omp anie s in which 
Acy own aaore than 50per cent of foe equity) 
eaportod only At per cent of their output 
during 1960-73. The foreign exchange 
contribution of the TNCs too was miserable. 
The aat fnnlgn iitrhangn earnings of the 
■ufacMMea amounted to -11 per cent of the 


value of production during the same period 
(Table 1), 

The zone of operation and the base of 
the indigenous enterprises of the developing 
countries however, ii typically their country 
of origin. Some Indian business groups are 
known to have manipulated foreign 
exchange transactions and siphoned off 
funds abroad [Chandra 1994). But in 
general, compared to the TNCs, the 
indigenous enterprises are more inter-linked 
and involved with their economy. Thus the 
retained profits would usually be invested 
in the same country. They may not necessarily 
export. Again they may prefer imported 
goods, e g, if these are chroper. But otherwise 
they do not have the type of motivation 
which TNCs ha ve to prefer imports or prevent 
exports as a part of their objective of global 
profit maximisation. Hence it is important 
to regulate the TNCs and promote indigenous 
enterprises. 

It is not a matter of coincidence that the 
economically more successful developing 
countries, e g, South Korea and Taiwan 
. [UNCTAD 1994] or developed countries, e 
g, Japan and Germany [Bailey el al 1994] 
did not give a free rein to the TNCs . 

The basic components of the foreign 
investment jiolicy followed by South Korea, 
eg, during the formative years of her 
industrialisation (1960s and 1970s) were: (i) 
to promote foreign investment in export- 
oriented activities, (ii) to simultaneously 
develop independent channels of exports, 
(iii) to strictly regulate foreign investment 
for the domestic market by preventing the 
entry of TNCs in areas where Korean 
enterprises are present and by insisting on 
local content requirements, etc, (iv) to 
encourage foreign loans rather than foreign 
direct investment; joint ventures rather than 
100 per cent subsidiaries and direct 
technology imports rather than through the 
TNCs and (v) to have a strategic programme 
to promote indigenous technology and 
enterprise by regulating the TNCs and 
encouraging i nthgn e o ut efforts (Mason et 
•i 1980:477-71; Amsden 1989:76; Haggard 
sod Moon 1983; Uedde-Neuratfc 1984; 
Bagchi 1987]. 


The electronics sector in South Korea 
pro vides a good example of such a strategic 
intervention on the part of the government. 
Initially the activities in the electronics 
sector were primarily restricted to 
assembling of blade and white TVs. In the 
late 1970s, as a part of her Fourth Five-Year 
Plan (1977-81), a conscious attempt was 
made to develop the sector beyond 
assembling. Several items, e g, semi¬ 
conductors. computers, etc, were selected 
for import substitution and export promotion. 
Among the steps taken by the government 
were: establishing a research institute for 
import of technology and further 
development; protecting thedomeuie market 
against imports and restricting the entry of 
TNCs [Amsden 1989:81-83], 

Thus South Korea did not provide 
unrestricted entry and freedom to foe TNCs. 
Their operations were consciously regulated 
to minimise the negative features and inducef 
force them to contribute to foe growth of the 
economy. The as sessmen t of the policy 
planners of South Korea appears to have 
been that the TNCs can contribute by 
providing (i) technology and (U) market 
access for exports. The strategy was to 
regulate theTNCs to enure such contribution 
while simultaneously developing Karen 
technology and enterprise. 

The role of foreign investments in the 
rapid growth of high technology exports 
from Malaysia has received wide publicity. 
It is true that Malaysia actively sought such 
investments and provided foreign films the 
necessary facilities. But what is less 
craphasbod is that Malaysia simuttneo udy 
pursued an active domestic industrial policy 
for certain industries and promoted 
Malaysian enterprises in certain activities. 
The goveranuot imposed several equity 
sharing and other conditions for TNC 
mvestmeats in aoo-expon oriented sectors 
[UNCTAD 1994:72-74). Stmtiarty Chma. 
which attracted massive auaonan of HDI Us 



impact on domestic capability, fire 
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implications for the balance of payment* 
situation, ear. I Chandra 19951. 

Among the developed countries too we 
observe that the economically more 
successful countries, eg, Japan andGermany 
pursue their own interests and regulate the 
activities of the foreign firms accordingly, 
The specific role of foreign investment and 
technology has been different in these 
countries. But the similarity we find is that 
neither ofthem passively relied on the foreign 
firms for economic growth. Japan’s industrial 
policy which among other things regulated 
the inflow of foreign investment and 
technology and promoted Japanese enterprise 
is well known [Komiyaetal 1988]. In recent 
yean Japan has liberalised her control over 
foreign investments. But this has not been 
done indiscriminately. As a review of the 
recent Japanese policy has found, the 
government continues to be concerned about 
the dangers of incoming western TNCs. 
They have opened their investment doors 
only when they felt ready. Care is taken to 
ensure that the Japanese enterprises in the 
liberalised sectors are strong enough to 
compete with the foreign firms [Bailey et al 
1994], The German policy towards foreign 
investment has been much more liberal. But 
even there, the same study found that the 
German firms have been favoured by the 
government through discriminatory policies 
to ensure that they survive and develop in 
competition with the foreign firms. 

In this paper we will focus on the direct 
investment activities of the TNCs in the 
manufacturing sector in India in the light of 
the new economic policy. Wewillnot discuss 
portfolio investment We will also not discus* 
here the purely import trade activities. TNCs 
desiring to exploit the markets in other 
countries ofterf had to undertake direct 
investments to skip the tariff walls. But India 
has now started reducing the import trade 
restrictions. With such liberalisation, it may 
be increasingly possible for the TNCs to 
cater to the Indian market through imports 
rather than through local production. We 
will not explore this important aspect of the 
operations of the TNCs here. 

In Section 0 of the paper, we will discuss 
the official policies on FDI particularly since 
1991. In Section III we will analyse the 
implications of these policies for the 
opera ti ons of the TNCs. We concentrate on 
die manufacturing sector and by to find out 
in Section IV the response of the TNCs. Our 
primary interest bereis to examine the impact 
on fheindigeoous firms and to probe whether 
the TNCs are responding to the new economic 
policies by investing primarily for the export 
mattoorfor t he do m estic market In Section 
V we will cry to analyse the future prospects 
of cxjmrt-ortemed investments. In the last 
section we will summarise our discussion 
and comment on the need for regulating the 
TNCs. 


The distinctioe between production for 
the domestic market and production for 
exports is important TNCs can contribute 
even when they are producing for the 
domestic marketeg. by substituting essential 
imports rod producing these in the host 
country. But the savings may be much less 
than what is otherwise possible: as we have 
already mentioned, TNCs may prefer 
imported materials and capital goods even 
when these are locally available, they may 
overprice such imports, they may also be 
engaged in producing non-essential goods, 
the entire foreign exchange outflow on 
account of which may be considered as 
unnecessary, etc. If one also considers such 
avoidable foreign exchange leakage, then 
the net ravings can indeed be negative. In 
order to ensure thM it is not so, the operations . 
of the TNCs need to be monitored closely in India were not discriminated against 


Tails : FkmsxM Ex chant* CommunoN or TNCs in India 

(Ih Ks lakhs and per cent) 


Year 

Value of 
Production 
(VOP) 

Exports 

Net Foreign 
Exchange 
Earnings (NFEE) 

Export as 

Per Cent of 
VOP 

NFEE as 
Per cent of 
VOP 

Subsidiaries of TNCs 





1960-61 

38130 

2540 

-8590 

6.7 

-226 

1961-62 

43350 

2980 

-8258 

6.9 

-19.0 

1962-63 

48290 

2960 

-8463 

6.1 

-17.5 

1963-64 

55030 

2980 

-8682 

5.4 

-15.8 

1964-65 

65800 

3030 

-10437 

4.6 

-15.9 

1965-66 

73180 

3430 

-8807 

4.7 

-12.0 

1966-67 

85730 

4310 

-11085 

5.0 

-12.9 

1967-68 

95220 

4660 

-12091 

49 

-12.7 

1968-69 

103980 

4230 

-11789 

4.1 

-11.3 

1969-70 

118160 

5120 

-10890 

4.3 

-9.2 

1970-71 

140360 

6210 

-10212 

44 

-7.3 

1971-72 

161080 

6950 

-11967 

4.3 

-7.4 

1972-73 

170090 

8140 

-10034 

4.8 

-5.9 

1960-73* 

92185 

4426 

-10100 

4.8 

-11.0 

Foreign Controlled Rupee Companies 




1975-76 

364491 

20621 

-1712 

5.7 

-0.5 

1979-80 

562671 

30334 

-14316 

5.4 

-2.5 

1980-81 

. 659304 

35556 

-15759 

5.4 

-2.4 

1982-83 

584684 

35266 

-9168 

6.0 

-1.6 

1983-84 

614698 

35392 

-7973 

5.8 

-1.3 

1984-85 

1013542 

64581 

-5553 

6.4 

-0.5 

1985-86 

1198382 

75125 

-7466 

6.3 

-0.8 

1986-87 

1342042 

79206 

-2*954 

5.9 

-2.2 

1987-88 

1511231 

86434 

-32755 

5.7 

-2.2 

1988-89 

1760884 

I16586 

-31655 

66 

-1.8 

1975-89** 

961194 

57910 

-ISS3I 

6.0 

-16 


Notes: (I) • Annual avenge for the period 1960-61 to 1972-73; (2) ** Annual average for the 
yean 1975-76, 1979-80. 1980-81 and 1982-83 to 1988-89: (3) NFBB is defined at 
(exports)- (imports + dividend remittances + interest remittance* + royalties sad other 
technical and professional fees paid fit foreign exchange): (4) Absolute Ogam for 
PCRCs m not comparable since the number of companies studied by RBI in different 
yean are not dm seme. * 

Sources: The data for the subsidiaries of TNCs (i e, co m pa ni es in which TNCs own more dun 
SO per cent of equity) have bees obtained from the RBI sarveys oe form gn collaboration 
(RBI 1968; RBI 1974 and RBI 1983}. Throe surveys provide data for 1977-78 to 
1980-81 also. Bet under PBRA, 1973 s large anmber of companies in India dilated (he 
foreign equity and euaed to be subridariaa. Hauee for the later period we have relied on 
data obtained from RBI amdiea on the finances of1*CRCt,ie, companies in which TNCs 
own equity of 23 per cent or more [RBI 1984; RBI 1988; RBI 1991; RBI 1992 (a) and 
1992(b)). PCRCs are a beuer s am ple than the subsidiaries. Bat data on net faretgs 
esrh a nge earnings am not a v a il abl e from dm stadias on FCRCs for the period before 
1975-76. 
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tag ! corrective acriorttstan. to fhtHchanpf 
s 100 per cent export unit, however, 
dependingon the value added, the net foreign 
exchange earning is always positive. No 
further regulation is required. This (s 
i n depe n de n t of whether the TNCs prefer 
imports, overprice imports, produce non- 
essential goods, etc. 


Foreign Direct Inveetment Policy 

The Industrial Policy Resolution issued 
in 1948 soon after India’s independence, 
spoke of regulating foreign capital in the 
national interest. But during the 1930s and 
the 1960s, there was practically no separate 
regulation specifically for foreign capital. 
As a matter of Drincinlc. the existing TNCs 
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simitar Indian "epraptmiei. Similarly the 
attitude towards new foreign, capital was 
also very liberal. In the euriy 1950s; some 
official declarations, e g, the First Five- 
Year Plan convey the impression that the 
idea was to restrict foreign capita) to areas 
where indigenous technology and enterprise 
are not available. But particularly after the 
1957 foreign exchange criais, the 
government in many cases preferred foreign 
capital which would bring in foreign 
exchange in the form of equity investment 
[Kidron 1965; 1LPIC 1969]. 

As noted above. TNCs which came to 
India primarily for the domestic market. 
They were, allowed to participate and grow 
in low technology areas, e g, biscuits, 
tobacco, shoes, chocolates, cosmetics, 
toothpastes, etc [iLPIC 1969; Chandra 
1994]. They were not prevented from 
operating in areas where indigenous 
enterprises demonstrated their capability. 
There was hardly any separate policy to see 
that the TNCs use/develop domestic 
sources for intermediate goods and 
components and hence reduce imports. 
Neither was there any obligation to increase 
their expons. 

During the 1970s and the 1980s. India’s 
policies towards foreign capital staned 
reflecting a concern for selectivity. The 
government continued with the policies of 
not preventing the TNCs from entering and 
expanding in areas where indigenous 
enterprises are capable of delivering the 
goods. But the government tried to confine 
the activities of the TNCs to selected areas 
and to enhance their contribution to India's 
halancc of payments position. New foreign 
capital had to be justified having regard tb 
factor* such as priority of industries, level 
of technology and the degree of exports. 
Similarly existing TNCs, under FERA were 
required to reduce foreign equity to 40 per 
cent or below or to restrict their activities 
to specified Industries or to export-oriented 
areas. The government also staned insisting 
on backward linkages in the economy 
through the phased manufacturing 
prograqjme (Government of India 1975; 
Government of India 1979; Government of 
India 1988]. The new economic policies 
since 1991 have drastically changed (he 
policy environment for the TNCs. 

New FoanoN Duett Investmemt 

The provisions on foreign investment 
under the Statement'on Industrial Policy 
issued in July 1991 primarily deal with 
new FDI. The government has decided to 
pant automatic approval to TNCs with 5 i 
per cent foreign equity if they participate 
In Appendix industries subject to the 
condition that the imports of capital goods 
*ould be finaafcnd through foreign equity 
»nd the dividends would be repatriated out 


•f export bantings. In June 1992 hojvever, 
the government withdrew this restriction 
on dividends: the foreign companies were 
no longer required to generate exports to 
justify dividendH except in 22 products in 
the consumer goods sector, e g. food 
products, motor cart, white goods, 
consumer electronics, etc (The Economic 
Times (ET), Calcutta, June 20. 1992; ET. 
June 27, 1992). It has been reported that 
the government proposes to drop the other 
restriction on the financing of import of 
capital goods as well (Business Standard 
{BS). Calcutta, January il, 1994). The 
Appendix industries currently comprise 
products classified under 34 broad industry 
groups, e g, metallurgical industries, elec¬ 
trical equipment, transportation, ceramics, 
cement products, etc. The list has been 
expanded. Most basic drugs and 
formulations have also been brought under 
the automatic approval policy for 51 per 
cent foreign equity holding. In mining 
(except atomic minerals and mineral fuels) 
too foreign equity up to 50 per cent will 
be automatically approved (Government 
of India 1995:5], 

Tradingcompaniesprimariiyengagedin * 
export activities will also be permitted to 
have foreign equity up to 51 per cent. Other 
foreign investment proposals would 
continue to require prior permission of the 
government The system of phased manu¬ 
facturing programme lo replace imported 
materials and components through domestic 
production has been abolished. In another 
significant departure from the past, (he 
government decided lo allow the use of 
foreign brand name/tradc mark on goods 
for sale also within the country 
[Government of India I993(b):97|. If 
foreign investorsdecide todisinvest shares, 
then they no longer arc required to do so 
at Reserve Bank of India (RBI) determined 
prices. Since September 1992 they are 
permitted to’repatriate the proceeds of 
disinvestment at share market prices 
(Government of India 1993(a):109J. 

The government also announced the 
setting up of a high level board to negotiate 
with large TNCs and facilitate their 
investments in the country. The board was 
empowered lo lake decisions ‘Tree from 
predetermined parameters or procedures'' 
(Statement on Industrial Policy, 1991. p 
17). At a press conference held soon after 
the announcement of (he industrial policy, 
the finance minister elaborated on the new 
policy. It was declared that foreign equity 
oflOO per cent will be allowed if the entire 
production is meant for exports. Foreign 
equity of more than SI per cent but lea* 
than 100 per cent would also be co ns idere d 
on a case by case basis in selected areas 
involving latest technology even if they are 
outside Appendix I industries (BS. July 27. 
1991; Financial Ex?ms, (EE )New Delhi. 
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July 27. 1991). Within a few months the 
policy warfurther liberalised. Addressing 
industrialists, economists and political 
leaden from all over the world at the World 
Economic Forum at Davos in Switzerland 
in February 1992. the prime minister 
announced that even 100 per cent foreign 
equity woqid be permitted in key industries 
on the merit of the case (The Hindusthan 
Times(HT). New Delhi, February 4,1992). 
In another major reversal of the old policy, 
government has thrown open to foreign 
investors three crucial sectors, viz. power, 
oil and telecommunications. As a pan of 
the economic reforms process initiated in 
f991. the government has allowed the TNCs 
to manufacture and supply larger electronic 
exchanges of 10.000 lines and above. The 
government is also toying with the idea of 
permitting the TNCs to supply smaller 
exchanges (ET. August 24, 1994). The 
value added services, e g, cellular mobile 
telephone, radio paging, etc. have been 
opened up in 1992 to private firms including 
those with foreign equity. The new telecom 
policy announced in May 1994 hat 
permitted the entry of private foreign 
companies in basic telephone services alio 
(ET. May 14, 1994). The international oil 
companies which were ousted two decades 
back are now being induced to participate - 
in the entire hydroc arbor sector comprising 
exploration, production of crude oil. 
refining and marketing Similarly the 
foreign investors are wclcometo partic ip le 
in all types ofpower piants - thermal, hydd. 
gas based, solar, wind. etc. (55. October 
30. 1991; ET. July 4. 1992; Far Eastern 
Economic Review tFEER). Hongkong, 
November 26.1992, supplement). To attract 
FDI. the central government has assured 
foreign power companies, s g. Enron of US 
a minimum (16 per cent) rate of return on 
equity and has decided to extend counter 
guarantees for State Electricity Boards' 
payment obligation to them (Government 
of India 1995:141]. As mentioned earlier, 
in this paper we will concentrate an the 
manufacturing sector. 

After dithering for a long tune. India has 
finally decided to join the Multilateral 
Investment Guarantee Agency Protocol 
(Government of India 1993(a). 109). This 
protects the foreign investors from non¬ 
commercial risks including risk of 
expropriation. 

ExirnNa Fokeksm Ente* raises 

a 

Initially there was some confusion about 
whetherthe provisions under the Industrial 
Policy of 1991 are also applicable to existing 
foreign enterprises The g o v e r n ment laser 
clarified in a Press Note in 1991 (Govent- 
mem of India: 1993(b):7S] that exist)** 
companies in the Appendix industries 
can increase foreign equity up to 51 per 
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cent by bringing in additional foreign 
equity. Other companies were also perm i tt e d 
to increase foreign equity to 51 per cent by 
bringing in additional foreign exchange 
provided they undertook expansion 
projects in Appendix I industries. Initially 
through RBI notifications in early 1992 
and later b.y amending thV relevant 
provisions of FER A. the special restrictions 
applicable to FERA companies have been 
withdrawn. 

The most significant in this context has 
been the amendment of Section 29 of FERA 
dealing with the spheres of operations of the 
trading and industrial FERA companies. 
Unless they are in the agriculture and 
plantation sectors. FERA companies are no 
longer required to lake permission from RBI 
to undertake any trading, commercial or 
industrial activity or take over other 
companies (FT, February 11,1992; Reserve 
Bank oj India Bulletin ( RBIB ), February 
1993:155-58). The implication is that the 
FERA companies need not restrict their 
expansion to Appendix I industries. Like 
the non-FERA companies they can also 
participate in other areas. Of'course the- 
export commitments already made by FERA 
companies would continue since these are 
covered by separate bonds executed to the 
Controller of Imports and Exports. But in 
future there will not be any additional export 
obligation (£T, February II. 1992). The 
FERA companies are also no longer required 
to take separate permission from RBI to use 
their trade marks, open branches and liaison 
offices, borrow and accept deposits from 
the public, etc. (£T, January 30. 1992); 
[RBIB, February 1993:155-58; Nabhi 1993: 
chapter 11.) 


Advantages for TNCs 

The policy changes since 1991 favourably 
influence the operations of the TNCs as 
discussed below: 

(A) The restrictions on the spheres of 
operations of the TNCs have been 
drastically reduced. In the past, new FDI 
had to be justified having regard to factors 
such as priority of industries, nature of 
technology, degree of exports, etc 
[Government of India 1988, section 1:27]. 
The government used to announce 
illustrative lists of industries where no 
foreign collaboration is considered 
necessary. These restrictions have been 
abolished. Now all the industries are open 
for entry of foreign investors though for 
those industries not mentioned in Appendix 
I, go verament permission is still necessary. 
Moreover, the policy of automatic approval 
in Appendix I industries makes the policy 
transparent and is expected to reduce the 
bureaucratic impediments associated with 
discretionary policies of the past. 


The spheres of operations of the existing 
foreign coihpenies win be much larger due 
to the following reasons: 

(i) FERA companies are no longer required 
to restrict their activities to Appendix I 
industries or to pre-dominantly export- 
oriented activities. 

(ii) The Industrial Policy of 1991 htd 
drastically reduced the number of industries 
reserved for the public sector. The list has 
been further reduced in Match 1993. Now 
only six industries, viz. Defence products, 
atomic energy, coal and lignite, mineral oils, 
railway transport and minerals specified in 
the schedule to the Atomic Energy Order, 
1953 are reserved for the public sector 
[Government of India 1994:93}. Thus th; 
.TNCs (as well as Indian private companies) 
are now permitted to invest itf iron and 
steel, mining of iron ore, heavy electrical 
plant, telephone and telephone cables, 
generation and distribution of electricity, 
etc, which were previously reserved for the 
public sector. 

(iii) The protection provided to small- 
scale firms is being reduce! The government 
has decided to slash the list of items reserved 
for the small-scale sector. Garments, e g, has 
already been de-reserved. The large firms 
are now allowed to produce the items reserved 
for the small-scale sector provided they 
export 75 per cent of the output. It has been 
reported that the government is planning to 
reduce the export obligation to 50 per cent 
{Business World ( BW), Bombay. February 
23-March8,1994:42). The small-scale sector 
also used to be protected indirectly under 

’ the policy of excise tax exemption. With the 
withdrawal of such exemptions in the Union 
Budget of 1994-95, the advantages enjoyed 
by the small manufacturers will be eliminated 
in a large number of industries, e g, shoes, 
bar soaps, etc ( BW , March 23-April 5. 
1994:37). 

(iv) TV Industrial Polipy of 1991 has 
abolished industrial licensing except for a 
short list of industries related to security 
and strategic concerns, hazardous chemicals, 
few items of elitist consumption, etc. 
Licensing has been further libendised with 
motor can, white goods (refrigerators, 
washing machines, microwave ovens, air- 
conditionen, etc) and almost all the bulk 
drugs and their formulations taken off the 
list of industries for which licensing is still 
required [Government of India 1994:93; 
Government of India 1995:#]. 

(v) The restriction* imposed by 
Monopolies and Restrictive Trade Practices 
Act (MRTP) on large firms’ expansion, 
merger, amalgamation and take-over, etc, 
have been pbolished. Such enl arg eme n t of 
areas of operation of existing firms also acta 
as an incentive for new firm*. A sew TNC 
is required to participate in the Appendix 
industries to be etigibfe for automatics! per 
cent foreign equity. But once the company 


is set up. tile TNCcan expand aad'&iintiy 
as expl ained above. . < 

(8) Under the previous policy, the foreign 
companies were debarred from using their 
brand names fully unless the tales were 
related to ex ports or were for essential dregs 
and pesticides. It is believed that the free use 
of brand names now would enhance the 
market power and hence the growth of the 
TNCs in India. 

(O Left to themselves the TNCs naturally 
would, decide the nature of their operations 
in a particular country with reference to their 
objectives of global profit maximisation. 
The unde restrictions on the TNCs in the 
form of local content or export performance 
requirements as we had in India to some 
extent, often conflicted with such global 
objectives. Now the TNCs in India are no 
longer required to export in order to enter, 
grow or havehigher foreign equity. Similarly 
with the abolition of the phased manu¬ 
facturing programme, the TNCs arc now 
free to decide whether they will use imported 
or local materials. 

(D) Another advantage claimed Tor the 
TNCs is the increase in the permissible extent 
of foreign equity from 40 percent to 51 per 
cent. A new TNC can automatically have 
51 per cent foreign equity (and an existing 
one can increase it to 51 per cent) provided 
they participate in Appendix I industries. It 
is believed that in genera) the TNCs prefer 
a majority stake for a number of reasons 
In some countries consolidation of operating 
results of minority foreign investments with 
the global accounts of the investor is not 
permitted and dividend earnings from 
.minority investments arc subject to 
unfavourable tax treatment. A majority stake 
also imparts a greater sense of security and 
control. If the remaining shares are widely 
dispersed, then a minority stake of say. 40 
per cent ensures effective control. But the 
remaining shares may not continue to he 
widely dispersed. There is always the 
possibility of bulk purchase of share* and 
hostile take-over bids. And if such a take 
over does take place, then the TNC may 
not only lose control of a compare in India 
The technological and other secrets may 
pass on to Others and hence it may adversely 
affect t lye global operations of the company. 
Again in a number of companies in Indu 
with foreign-equity holdings, financial 
institution* such a* industrial Development 
Bank of India own considerable amount) 
of shares. In such eases, even if a TNC n 
the tingle largest shareholder with > 
significant shareholding (e g, BAl 
Industries of London in ITC with about 31 
per cent shareholding), it may not be st* 
to exercise full control if these institution* 
investors do not support the TNC (as he 
happened at ITC). 

it must be added here that k is not cl« 
to what extent restrictions on foreifl 
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ownership astuoh deser FtH. TNCs may 
prefer nu(joritystaktfto indicated above, but 
the absence of it alone may not diuuade 
them from investing. Some studies in fact 
found uich restriction* to be relatively 
unimportant in influencing investments 
[UNCTC 1991:27J. 

IV 

RespocweofTNCs 

The TNCs have reacted favourably to the 
new economic policy to enter and to grow 
in India. Gross inflow of FDI has gone up 
froptRsS.3 billion in 1991 to Rs 38.9 billion 
in 1992, Rs88.6billionin 1993 and Rs 141.9 
billion in 1994 (Economic and Political 
Weekly, March 11. I99S:475). 

The entire amounts of FDI inflows are 
not being used for green field projects. 
As discussed below, the TNCs are buying 
up Indian companies, increasing their 
stake in existing companies, etc. Several 
steps have been initiated which will enhance 
the managerial control and the market 
power of the TNCs at the cost Indian 
entrepreneurs. 

(i) Ousting Indian Partnexs 

Under the previous regime, many TNCs 
came tolndia through joint ventures. Taking 
advantage of the control they have over 
some vital inputs such as technology, a 
number of them are now trying to edge out 
the Indian partners. In some cases, e g, in 
Hero Honda, the Indian partners havc resisted 
such attempts to lower their status. But the 
Indian collaborators in Kinetic Honda. SRF 
Nippondenso. Spic Fine Chemicals. Indian 
Shaving Products.TVS Whirlpool, etc. have 
yielded to the pressures of the TNCs to have 
majority share holding(£T, March 26.1993; 
ET. August 23, 1994; BW. February 26, 
March 10.1992:28;December 1.1993). 

It may also be mentioned in this 
connection that during August 1991 to 
September 1993, e g, 58 other-TNCs have 
consolidated their control by enhancing 
their share holding from less than 30 per 
cent to more than 30 per cent in companies 
in India, e g. India Photographic (Kodak), 
Digital Equipment. Carrier Aire on. Bata, 
Philips, Glaxo. Colgate Palmolive. 
E Merck, Cadbury India, Indian Oxygen 
(British Oxygen), etc (Lok Sabha Unstarred 
Question No 2073, December IS. 1993). 

The TNCs have been provided several 
faciKtiea to enhance their equity which wye 
denied to Indian companies. Thus according 
to Adi Godrej, Managing Director. Godrej 
Soaps, '“International companies can 
totoaHtfcnOyinveatSl percent inany Indian 
company In moat Adda, in just two days. 
If an Indian company wants to invest 51 per 
cent inaoathercompany.it needs government 
permission which can take 6 month*. 


International com p an ies can borrow very 
finely, there la no restriction. Whereas. 
Indian companies come tinder RBI 
restrictions on borrowing” (India Today, 
New Delhi, February IS, 1994). Initially 
the government also allowed the TNCs, 
eg, Bata. Colgate, Neetie Cadbury, etc, to 
raise their stake in the companies in India 
by buying shares preferentially ot dis¬ 
counted pribes (JBW, July 27-August 9, 
1994). Many Indian promoters, including 
some large business houses, e g. the Birtas. 
the Thapars, the Ruiaa, the Oswalt, etc, 
followed suit (ET, August 1, 1994). But 
no such policy was generally applicable to 
the Indian promoters. Hence some of them 
were denied this privilege. Thus in the case 
of Mahindra and Mahindra, the government 
financial institutions objected to the 
proposal to increase the promoters stake 
at a concessional price. After meeting in 
Bombay, a group of leading Indian 
industrialists (referred to as die Bombay 
Club) demanded that they should not be 
discriminated against. In fact they have 
asked for certain facilities which will permit 
them to expand and acquire full control 
over the enterprises in which they have 
minority stakes (Easiness India (Bl), 
Bombay, November 22-December S/12 
1993). The government has only partially 
responded to their demands. On the issue 
of preferential issue of shares, the 
government has now decided to apply the 
same rule to the foreign parents and the 
Indian promoters. Under the revised 
guidelines to be administered by RBI. the 
issue (vice of shares to the TNCs will be 
determined on the basis of average market 
price during the preceding six months (ET, 
June 4,1994). The Securities and Exchange 
Board of India has also imposed similar 
restrictions on issue of shares to promoters 
in general (ET, August 5, 1994). 

Some TNCs, e g. Courtaulds of UK sod 
Doit Oliver of USA which divested their 
stakes in companies in India, viz, Shall mar 
Paints and Hindusthan Dorr Oliver 
respectively, have expressed interest to 
reinvest in India (£7, September 13,1993; 
ET, February 10, 1994). 

Some TNCs w"hch have only technical 
alliances with companies in India are keen 
to own equity as well. Several Indian 
companies su ch as Onida.BPL and Videocon 
sell TVs in their own brand names under 
technical collaboration with Japanese firms 
(JVC, Sanyo rod Toduba respectively). Now 
that the TNCs are allowed to sell their 
product* using their own brands, they watt 
tp Otuhr the indiap market in s more direct 
way. Accordingly, they are to the process 
of acquiring equity stafcto to the respective 
ftxhro compiles. Other Indlro complies 
such as Satan, rod JCT Blartwnki have 


1994; ET, August 19, 1994; ET, July 2. 
1994; BS. October 6. 1993; ET. July 19. 
1994). Mitsubishi is not willing to continue 
to supply technology to Samld unless they 
are allowed a higher equity stake (BW, 
October 20-November 2, 1993:18). Other 
companies where the TNCs are si milady 
acquiring equity are IFB industries (ET. 
April 12, 1994), Ah Command (ET, April 
11, 94), Bdlarpur Industries (S3, October 
10,1993; £7, August5,1994), Mod Ttawds 
(ET, April 6.1994). Perfect Machine Tools 
(BS, November 9, 1993), esc. 


(ii) Mbkebs and AoQuomam 


to 

With the virtual abolition of HBRA and 
the monopolies pan of MRTP, etc. there has 
been a sharp rise to the numbers of angers 
rod take-overs of companies [Roy 1994]. 
A fewTNCs have sold out their companies/ 
divisions to Indian-owned comproies. For 
example, the textile tycoon Ajay Pinmal 
has bought out the Swiss pharmaceutical 
TNC Roche’s 74 per cent stake in Rs 
subsidiary in India (Bl, November 22- 
Decethbcr 5. 1993). Si ah lady the ladtan 
groups of Reliance and G P Goeaka have 
taken over the fertiliser and polyester 
divisions respectively of the British TNC, 
1C1 [Roy 1994). Tata Chemicals plans to 
acquire the phosphoric acid plant of the 
Occidental Ch e m ical Co in Harida (£7, 
April 7,1994). But what basically altracsad 
attention is that a num ber of dominant 


indigenous enterprises which have 
competing against TNCs in theg respective 
fields, are succumbing to TNCs: Ara resuh, 
the structure of a aumber of industries is 


changing radically. 

For failing to comply with the p rov isi on* 
of FERA. Coca Cola departed from Jmfta 
in 1977. This paved the way for the growth 
and domination of the soft drinks industry 
by Indian firms. About a decade fatar. the 
govcudbear allowed the entry of ronihar 
giant TNC in the field. Pepsi. But the 
go v er n ment im poaedamanberofoomBtinto. 
e g, an export obligation. The goveratoeto 
did not allow unrestricted use of the hand 
name: Ptpai had to agree to the hybrid aaroe 
of Lehar-Pqpri. Rapai was also not aBowed 
mown majority sh a res. Theequity of ta 
company m laths was held 44J5 per com 
each by Pepsi aadVofcat and M3 percent 
by Punjab Agio Industrie* Corpu (ET, 
August 24.1993). Pepai could not thstadga 
Parte m the largest firm. ParicoanchuNd to 
be the maritet tender wife shorn #0 per cant 


The recent policy chm^m rod toe re-mmy 
of Coca Cota in 1993 however have 
changed toe toduany to atametlQO per cent 
TNC canuoBed. Coca Cota has ouatad fee 
nwhat lantar Parte. Rome* Chrotan, fee 


and Hitachi respectively (0W, Map 11*31, 


cf Parte - 


Up, 1 tore. Qto, 
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JUST ANOTHER WORD. j 



The freedom to perform, the freedom to decide moat respected coinpaay' in the Business World end 

end, above ell, the freedom to be oneself. Since the Merg poll. It has only been possible through 

day ACC was formed in 1936, our way of working commitment - to technology, to innovation, to an 

towards and achieving our goals has been designed to honest approach to doing business, to our people and 

get the best out of our people. Today, we've achieved to the Intire nation. And now, as India is in the midst 

significant results in evetything we do. Be it improved of a new, economic freedom movement, ACC is an 

manpower productivity or better energy efficiency .integral part 5 ‘ ACC 

or getting acknowledged by etakeholdere as ‘India's As it has always been. A >M <w» <m* *f Makim* 
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OokJ Spot and Matza-to Coca Col* for an 
amount reported to he $ 60 million. Parte 
nowhaseffoctivefy been reduced to a bottler 
for Coca Cola (£7. September 22,1994; ET, 
September 24, 1993). 

In the light of the new economic policy 
and alto to ensure equality of treatment 
between Coca Cola and Pepsi, the govern¬ 
ment has withdrawn all the conditions 
previously imposed on Pepsi. As a result. 
Pepsi has not only bought the stakes of 
Voltas but also plans to buy out the remaining 
shares held by Punjab Agro so that it will 
bea 100per cent subsidiary. Again, following 
Coca Cola’s deal with Parle, Pepsi has 
acquired another Indian soft drinks 
company, Duke, which has a strong 
presence in the Bombay region. Its market 
share of 37 per cent in Bombay is larger 
than that of Pepsi's though less than that 
of Parle’s (45 per cent) (ET. April 11. 
1994; BW. March9-22.1994.129; ET .May 
27. 1994). 

Both Parle and Duke hold the government 
policy responsible for the demise of 
indigenous enterprise in the industry. The 
century old concern of Duke initially did 
not respond to the feelers from the TNCs 
to come to an understanding. But in view 
of the fact that the TNCs arc spending 
massive amounts in the industry and arc 
willing to withstand losses for several years 
to establish themselves, Duke decided to 
concede. As the 80 year old chief of Duke 
said, “there would he something wrong in 
my head if I didn’t sec the writing on the 
wall. I’ve been in the business for 59 years 
and with the money the (ClNCs arc spending, 

I simply can't do well" (BW. March 9. 22. 
1994). Again as Ramesh Chauhan pointed 
out in an interview; "When Pepsi was given 
permission, the government's overall policy 
was not to open the floodgates lor 
multinationals I knew that I would he able 
to stop its entry. Today it is a very different 
situation. ...It made good business sense to 
realise .the limits of one's potential and 
bow out. ...Indian entrepreneurship can 
develop only with government support. 
Otherwise, we will he reduced to jus' a 
bunch of traders working on commissions" 
(ET. April 19. 1994). 

Similar apprehensions arc being 
impressed in other industries. Thus the 
chief executive of Harbans l-al Malhotru 
and Sons (HLM) pomteefout that “It would 
be foolish to sit idle and watch a slow but 
steady decline of our share of the market 
(60 per cent) in the face of competition 
from other superiormaken"(BS, December 
29, 1993). HLM has been for a long time 
(he market leader in the shaving products 
industry where the entry of TNCs was 
regulated. Gillette, the global market leader, 
operates in India through Indian Shaving 
Products Ltd. The former was not allowed 
10 own majority shares. It is only recently 


that Gillette Mu increased its stake to 51 
per cent. Like Pepsi, Gillette could not 
dislodge the market leader. It was only 
partiaHy successful in India with a 10 per 
cent market share. However under the new 
economic policy, Gillette it now trying to 
buy out its competitor by using its massive 
financial power. The deal has not yet been 
struck apparently due to differences among 
the three brothers who own HLM (ET, 
August 27, 1993). Gillette however has 
taken over another Indian company. 
Wiltech India, which is a part of the RPG 
group (ET, March 17, 1995). 

In the ice-cream industry, an Indian 
company, Kwality has been the market 
leader with about 50 percent share. Brooke 
Bond, Lipton India, a Unilever group 
company which has recently set up a plant 
to manufacture frozen desserts has taken 
over the marketing networks of Kwality in 
the northern, western and southern regions 
of the country. Kwality will continue to 
own the manufacturing facilities, but these 
will be used exclusively for BBLI. One of 
the families controlling the eastern region 
operations ol Kwality is still reluctant and 
hence is not part of the deal (BS, September 
14. 1994; BS. September 30. 1994; BW, 
January 25. February 7. 1995: 20; BS, 
December 29. 1994). BBLI has also 
acquired the irc-cream division of 
another Indian company, Milkfood. which 
is a part of the Jagaijit group companies 
(ET. April 7, 1995). It has bwt reported 
that another TNC. Nestle has also started 
negotiations for tie up with the remaining 
important Indian companies, like, Vadilal. 
Arun and Joy to market ice-creams (ET. 
April 21. 95). 

Soaps and detergent is another industry 
where indigenous enterprises like Godrej. 
TalaOtIMills, Nirma,etc, have successfully 
competed against the TNCs such as 
Hindusthan Lever and Proctor and Gamble. 
But the alliances and mergers allowed under 
the new environment have significantly 
enhanced the market power of the TNCs. 
Tatas have decided to relinquish control m 
Tata Oil Mills and merge it with Hindusthan 
Lever (ET, March 11. 1993). The merger 
scheme m fact envisaged issue of shares 
at a concessional price to Untie vet to enable 
it to have 51 per cent shareholding in the 
merged company RBI however has 
objected to the issue of shares at a 
concessional price. Another TNC, Proctor 
and Gamble has practically bought off its 
competitor. Godrej Soaps. The two 
companies have decided to float a new 
company where the former will have gte 
controlling stake of SI per cent and the 
latter the minority ope -of 49 per cent. 
While Godrej will make available its 
production capacities and the distribution 
network, Proctor and Gamble will provide 
international technology and brands (£T, 


August 22, 1992). Godrej has transferred 
the marketing, distribulioa and sales 
rights of all its toilef soaps to the new 
company. Godrej hat also agreed rot to 
introduce any toilet soap in the market 
which will compete with the brands of the 
new company controlled by Proctor and 
Gamble. Justifying the deal, the managing 
director of Godrej Soaps said that to 
compete against the TNCs, the company 
requires financial and marketing muscle 
which it does not possess (BI, April 26. 
May 9. 1993.57-58). 

Bajaj F.lcitricals, a dominant player in 
the home appliances market has decided 
to withdraw its products gradually from 
the market. This is an offshoot of the 
formation of a joint venture company 
between Bajaj and US tools and appliances 
giant Black and Decker. Bajaj will 
henceforth market the products 
manufactured by the new company (BW, 
December 14.27.1994:56). Another joint 
venture announced between two companies 
having business in the same field is that 
between General Electric (owns 40 per 
cent equity land Godrej and Boyce (60 per 
cent). The new company will take over the 
latter's refrigeration division. G and B is 
now the market leader m refrigerators with 
a share of 45 per cent. The company will 
also diversify into compressors, washing 
machines, dish washers, microwave ovens 
and other household appliances (BI, May 
25. June 7. 1992:82; BI, April 26. May 9. 
1993:56). 

A sea Brown Bovcri (ABB), the world’s 
largest electrical engineering company has 
planned to invest about SI bill ion in prefects 
in India over tbc next 10 years primarily 
through mergers, acquisitions and also by 
setting up green field projects. In the power 
sector, ABB has been a major player 
primarily as a turnkey supplier to projects 
in India. Now it has decided to eater 
manufacturing of power equipment In India 
as well. It is setting up a new unit far 
manufacturing large turbines. It has 
acquired the sick company. ABL (formerly 
ACC Babcock), which manufactures 
boilers. It wanted to takeover the Karnataka 
state government owned. New Gov er n m ent 
Electric Factory (NGEF), which 
manufactures transformers and motors. 
Now that the government has decided 
against privatising this unit, ABB is 
planning another joint venture acquisition 
or a green field project, in addition ABB 
plans to merge its associate company, SAC 
India, which is involved in power 
transmission line manufacturing. After the 
i mplemen tation of the re prograamma. ABB 
will appear as a serious competitor of the 
public sector BHEL The entry of a TNC 
of the sue of ABB has made BHEL 
apprehensive about its furore. Aa iu 
chairman said recently, "We cm compete 
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with ABB on quality and any technical 
parameter, but we lack money”. ABB has 
infact recently announced that it ia keen 
to acquire BHEL or parts of it ( Bl, 
November 22-Decembcr 5, 1994:7$; Bl, 
December 5-18,1994:21 :BS, January 17, 
1994; BS, September 20, i994; ET, January 
18, 199$, ET, January 22, 199$). 

A number of other TNCs are trying to 
buy out smaller Indian companies operating 
in the same field. Alcatel is bidding for 
Priyaraj Electronics, which manufactures 
rural automatic exchanges, push button 
telephones and printed circuit boards; 
Siemens for transmission equipment 
manufacturer, Punjab Communications; 
Indian Aluminium for Annapurna Foils, 
etc [Roy 1994], Swedish white goods giant, 
Electrolux has acquired $1 per cent stake 
in the Indian company. Maharqja 
International (BW, March 22-ApriI 4, 
1995:17). 

The government’s indifference to the 
status of the indigenous .firms has sur¬ 
prised a number of expats. Commenting 
on the sell out of Parle to Coca Cola, 
Michael Porter, who studied com¬ 
petitiveness in different countries, has 
pointed out that “Few countries in the 
world would permit theirdominant national 
player to be brought over by a multi¬ 
national” (BW. $-18. October. 1994). The 
Japanese TNCs have played an important 
role in Japan’s economic prosperity. 
Saburo Okita, the veteran development 
economist who had direct experience in 
economic policy making in Japan in the 
I960* has advised against an overall 
opening up of Indian industry to foreign 
investments. Giving the example of auto¬ 
mobile industry in Japan, he argued that 
if Japan had opened her economy 20 or 
30 years ago, then the Toyota* and the 
Nissans may not have existed today (ET, 
February 4. 1992). 

Some Indian industrialists, e g, Han 
Shankar Singhania, who is a prominent 
member of the Bombay Club mentioned 
earlier, has complained about the pace 
of reforms. He pointed out that for 
industrial development, the basic role 
will have to be played by the indigenous 
sector. And the government must 
encourage the indigenous firms to grow 
bcfofe fully liberalising foreign 
investments (ET ,.November 9, 1993). It 
however appears from the demands put 
forward by the Bombay Club, that these 
industrialists in general are more 
con ce rned about getting certain financial 
facilities to enhance their equity holdings 
and to prevent take over. But undisputed 
control over their firms is not enough to 
tackle the TNCs (0bosh 1993). Whs is 
also important is government’s support for 
the indigenous firms to grow vis-a-vis the 
TNC» 





(iii) Expansion and F«bsh Eht*y 
of TNCs 

Anumber of otherTNCs have announced 
their intention to enter and to expand in 
India not through mergers and acquisitions 
but through their own companies. All 
these TNCs are. however, not at present 
directly involved in production in India. 
Some of them have entered into different 
types of arrangements with Indian 
companies to market the latter’s products. 
Full information about the TNC projects 
which are solely/primarily export-oriented 
and those which are solely/primarily 
domestic market-oriented is not available 
from official or other sources. We find 
from the reports publ ixhed in some financial 
newspapers and businessjoumals, that both 
types of projects have been announced/ 
implemented by the TNCs. In the Appendix 
we have provided an illustrative list of 
export-oriented projects announced since 
1991. Let us mention here a few examples. 

Export-Oriented Projects: A number of 
automobile TNCs have made arrangements 
to buy components from India. Sundaram 
Fasteners is producing radiator caps for 
Vehicles produced by General Motors in 
the US and its affiliates in Europe and other 
places.' This is the first time that General 
Motors is sourcing components from India. 
In addition, General Motors has identified 
several other Indian companies for sourcing 
auto components for its production abroad. 
Other Indian companies exporting 
components under strategic alliances with 
TNCs are Wheels India for Caterpillar of 
Belgium, Bharat Gears for DANA of the 
US, Bharat Forge for Mercedes Benz of 
Germany, Brakes India for DAF of the 
Netherlands, etc. 

Another sector where the TNCs have 
shown considerable interest is sports shoes. 
Reebok. the giant sports shoe and apparel 
company has set up a fully owned subsidiary 
to source foot wears from India for sales 
abroad. Several Indian companies are 
manufacturing shoes for Reebok. Its 
subsidiary in India provides technical, 
quality assurance services, etc. Reebok 
plans to expand its operations and extend 
its sourcing arrangements to other Indian 
companies. It has tied up with an Indian 
company, Phoenix to market shoes in the 
domiotic market also. It also is in the 
process of diversifying to apphrel, sports 
equipment, etc (ET, February 21, 199$; 
ET, February 24,1993; ET, March 7,199$). 
Nike, the largest company in this industry 
.in the world is also scheduled to enter India 
•oon primarily to source shoes from India 
and also to market these in the domestic 
market (ET, March 11, 199$), 

The Italian truck manufacturer. Iveco 
bat set up a joint venture with Asbok 
Leyland, which ia controlled by the 


tfiadqjtt, Iveco has announced fiMR w' 
source its entire exports of trucks outside 
Europe from this joist venture. Iveco will 
Continue to produce for the European 
market, but will buy components from the 
Indian company (BS, December 9, 1993). 

The French company, Kis has set up its 
first plant outside France through a 50:50 
joint venture with Godrej to produce 
photographic and duplicating equipment 
Kis will buy back 2$ per cent of the output. 
The company proposes to export another 
25 per cent to China. South East Asia and 
the former Soviet Union. (ET, September 
4, 1993). 

Do these examples together with the 
others mentioned in the Appendix signify 
a break from the past? Are the TNCs now 
keen to use India as a production base for 
global outlet either solely or in combination 
with manufacturing for the domestic 
market? It is difficult to give a conclusive 
answer to this question since adequate data 
are not available. As discussed below, it 
however appears from the opinions 
expressed by the foreign investors and the 
announcements of a large number of 
domestic market oriented projects in di verse 
fields that they in general are still primarily 
interested in the domestic market Of course 
some of the TNCs may have special reasons 
to produce for exports. It may also be 
mentioned that some of the projects 
mentioned in the appendix may have been 
conceived, even initiated before the current 
phase of liberalisation. As mentioned 
earlier, previously the government used to 
insist on export obligation to allow entry, 
expansion, etc. It has been reported that 
General Motors conceived the idea of 
exporting components from India basically 
to balance the foreign exchange outflow 
of its proposed joint venture with 
Hindusthan Motors to manufacture cars 
(Business Today, New Delhi, November 
22, 1992). 

Domestic-Market Oriented Projects: At 
we have already mentioned, under the 
previous policy regime, a large number of J 
domestic markets were not open to TNCs 
particularly with majority foreign 
shareholding. Following the new economic 
policy, a number of very well known TNCs 
have already entered or are in the process 
of entering India for the purpose of domes) it 
production and sales. 

As we have mentioned earlier, ABB has 
planned to invest $1 billion in India. This j 
is most probably the largest TNC investment [ 
proposal announced since June 1991 
Investments will be now primarily for the 
domestic market in areas such a* power 
projects, boilers, turbines, transformers, 
large motors, cables, industrial 
refrigeration, robotic*, etc. Aa the preside* 
and CEO of ABB explained recently, Indu 
is a priority country for ABB at present for 
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its huge domestic potantial but later also 
«i an 'export engine' in Asia or the world. 
As one of the senior Indian officials of the 
ABB subsidiary in India said, “we need to 
convince t(ie parent company of our 
reliability” before contemplating exports 
seriously (Bl, November 22-December 5. 
1993:74-84; ET, January 18. 1995). 

Apart from ABB, General Electric of the 
US is another giant TNC which has decided 
to focus on India in their global operations. 
GE had a marginal presence in India. JBut 
in the late 1980s, it identified India as one 
of the mega-markets of the 21st century 
and decided to expand in India in a major 
way. GE has identified Indians its “sourcing 
partner for the supply of components”. It 
has set up several business centres to tap 
manufacturers to supply components, which 
will be exported either directly or after 
assembling (ET, February 15, 1994). But 
the main thrust of GE’s expansion in 
India is in the domestic market. It has set 
up several companies including joint 
ventures with Indian private and public 
sector companies to participate in areas 
such as white goods, power projects, 
medical diagnostic and x-ray equipment, 
engineering plastics, lighting, financial 
services etc (Bl. May 25-June 7. 1992:80-82; 
Bl. February 28-March 13. 1994:82-84). 

Other sectors where well known TNCs 
have entered or propose to enter solely or 
primarily for the domestic market are fast 
food (Mcdonalds. Pizza Hut. Kentucky 
Fried Chicken. Dunkin Donut), breakfast 
cereals (Kellog), denim garments (Levi 
Strauss), consumer electronics (Sony. 
Grondig, Lucky Goldstar. Panasonic. Akai), 
cameras (Polaroid), electrical appliances 
(Black and Decker, Braun), liquor (Douglas 
Laing, David Campari, Carlsberg. Seagram, 
International Distillers), automobiles 
(General Motors. Peugeot. Daimler Benz, 
Daewoo. Rat, Honda.' Hyundai, Volvo, 
BMW. Ford), computers (IBM. Fujitsu. 
Silicon Graphics, Uniplex, Dell, etc), 
tcleconWinkations (Motorola AT and T). 
etc (Chaudhuri 1994. Appendix IIJ. 

Altitude of Foreign Investors: The 
statements of industrialists and executives 
from abroad who have been visiting India 
lately, convey the impression that they are 
more interested in the domestic market than 
in exports. A high level SO member strong 
Japanese business team visited India in 
January 1992. The leader of the delegation 
pointed out that the large domestic market 
in India is a mqjor attraction. To facilitate 
further Japanese investments, the team in 
fact requested the government, among others, 
not to insist oa exports to pay for their 
ividend repatriation (The Times of India 
(Tl). New Delhi, January 28, 1992). 
Addressing the Indo-US Chamber of 
'-"ommerce, a representative of a large US 
firm laid ia January 1992 that the restric¬ 


tion oe dividend repatriation subject to 
export earnings has raised doubts about 
whether India, would allow r ea so na ble 
access to the domestic market Tins has 
made the TNCs skeptical about investing in 
India (Indian Express (IE), New Delhi, 
January 16, 1992), 

The president of the Federatidn of German 
industry, who le^ a business delegation to 
Imfiasaid that there are two nnyor motivations 
for German firms to invest in India: 
(i) domestic market and (ii) low cost 
production base for exports mainly to the 
Far East. He did not clarify whether both 
are equally important and if not which is 
more important. But significantly enough he 
also asked for the withdrawal of the export 
obligation. 

The condition of balancing dividend 
repatriation with export earnings was actually 
withdrawn in response to the complaints 
made by the foreign investors (ET, June 20, 
1992). The Press Note (No 12, June 1992) 
which announced the withdrawal of the 
dividend balancing condition in fact 
specifically mentions that this is being done 
**... to further stimulate foreign investment 
into the country ...” [Government of India 
1993(b): 1271. 

The former chief of Proctor and Gamble 
operations in India.who has now joined the 
headquarters in pie US said that India’s 
biggest advantage is the large domestic 
market. The attitude that TNCs would come 
to India only to export and not to take 
advantage of the domestic market will not 
help (ET. August 22, 1991). A survey was 
conducted in the US to ascertain the prospects 
of US FDI in India compared to that in other* 
Asian countries. The survey found that US 
investors arc primarily interested in India for 
domestic production rather than for exports. 
Among the 23 factors identified, the most 
important factor influencing investment in 
India was found to be the size of the domestic 
market. The motivation of "exports to third 
countries” and “exports back to USA” are 
ranked 15th and 20th respectively in 
descending order of importance [Saqib and 
Poulose 1993]. 

A more recent survey covering both US 
and other TNCs reports similar attitudes. 
The respondents were asked to rate a set of 
six possible roles they expect their units id 
India to play in a 5-point scale, where “5” 
represent most important and "0” not st all 
important. The most important motivation 
for investing hi India was found to be “to 
cater to domestic markets” (with an average 
score of 4,62) followed by “exports to 
regional markets" (162), "compere with 
traditional rivals" (105), “protect patents" 
(1.70), “minufacniriag components/ 
intermediate products for assembling 
elsewhere” (1.63) and “serve as sn R and 
D bare" (1.08) (Institute for Studies in 
Industrial Development 1994). 


V 

Praapecta of Export-Oriented FDI 
in India 

International production of TNCs actually 
hat traditionally been organised primarily 
for the domestic markets of the host countries. 
Export-oriented investments were mainly 
restricted to natural resources. Studies on the 
determinants of FDI found that factors such 
as market size, trade restrictions are much 
more important than cost factors in 
determining such domestic market-ooemed 
investments {UNCTC 1992]. 

An important change in the behaviour of 
the TNCs in the last 30 years has been the 
increase in export-oriented investments in 
manufacturing by the TNCs abroad to take 
advantage of certain favourable conditions 
in the host countries, e g, lower cost oflabour 
[UNCTC 1985; UNCTC 1992] With the 
intensification of international competition, 
the TNCs became more cost-conscious. The 
fall in trade barriers and the improvements 
in communication technologies have made 
it possible for them to transfer a part of theif 
activities to cheaper locations. Such export- 
oriented investments however were restricted 
to specific products/proccsscs and these were 
located in selected countries in Asia and 
Latin America [United Nations 1992; 
UNCTAD 1993], 

India was not one of the major destinations 
for such investments. As discussed in the 
previous section, the response of the TNCs 
as of now do not reflect a sharp break from 
the past. But it may be argued that the period 
since 1991 is too short to observe such a 
shift. If we take a longer term perspeetive. 
then under the new economic regime, is 
there a possibility of a significant spurt in 
manufacturing exports by (nc TNCs from 
India? This will depend on the growth of. 
relocation of production by TNCs to other 
countries and the share of this growth which 
India can manage for herself 

So far as the size and the growth of 
international production by TNCs in the 
third world countries is concerned, the future 
trend is not very clear. 

On the one hand. The World Inve st m ent 
Report 1993 speaks of the emergence of an 
integrated global jystem of production. In 
the past the TNCs transferred particular 
activities to locations with cost advantages. 
They are oow slowly moving to a system 
where all the activities of the firm are posentiai 
candidates for being undertaken m different 
locations depending on the respective 
advantages. Hence the report predicts an 
upvurgv m the volume of international 
production (UNCTAD 1993]. 

But on the other hand it is not very clear 
to what extern the third worid countries will 
be able to take advantage of such increased 
internationalisation of production as and 
trtwa B tabes place. Tlje tntMonal advantage 
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of the third world countries is the low cost 
of labour. A survey conducted by the 
International Finance Corporation on US 
TNCs found that new manufacturing 


To facilitate investment front Japan, a 
business team from that country has 
specifically requested the government, 
among other things, for an early formulation 


simitar process would have talono three to > 
five years in India” (Bl, June 21-July 4. ,, 
1993:52). The controversy around Motorola ,' 
tends to strengthen the impre ss io n that Indian 


technologies have made labour cost much of exit policy and more investments in bureaucracy Is lethargic and inept ai 


less important than what it was before and 
hence the third world countries have 
become less important as export platforms 


infrastructure such as power and 
telecommunication services (77, January 29, 
1992). The' leader of another Japanese 


managing things. Motorola wanted to set up 
paging networks in five major ciiies. It 
submitted a propoaal to the Foreign 


to serve the developed country markets 
[Miller 1993 J. A number of TNCs in 
consumer electronics (e g. Philips) and 
computers (e g, IBM. Apple) have already 
initiated steps to automate their plants at 
home and shift production from third world 
countries [UNCTC 1988:49], 

The International Finance Corporation 
study has also reported that radical 


business delegation reiterated that Japanese 
investments in India are unlikely to increase 
substantially unless an exit policy is 
formulated and unions are prevented from 
interfering with the working environment 
( BS , November 27. 1993). The US 
Ambassador to India said that “Expansion 
in India's power sector will help attract 
higher levels of foreign investment. A major 


Investment Promotion Board. The former 
claimed that the latter gave assurances on 
more than one occasion about a prompt and 
favourable response. It was rqore than six 
months later that the company was informed 
that the network licences can be given only 
through tender (PEER, September 10, 
1992:62; Bl, October 26-November 8. 
1992.108). 


organisational changes are being 
undertaken in TNCs which have negative 
implications for plant location in third world 
countries. Companies are trying to reduce 


concern of foreign investors is the lack of 
a reliable power infrastructure relative to 
other opportunities in Asia” (Bl, July 6-19, 
1992:78). The government has taken a 


Apprehensions have been expressed about 
the continuity of the reforms. The Japanese 
ambassador to India, e g, while speaking to 
the Indian Merchants Chamber about the 


costs through low inventories and quickness 
of response. The trend is to locate plants 
close to the customers. As a result the 
number of supplier factories is increasing 
and the aveiage plant size is decreasing 
[Miller 1993]. 

Thus export-oriented investments by the 


rtumberofsteps to improvethe infrastructural 
facilities. But for obvious political reasons, 
government's response in the exit policy 
front has been slower than what has been 
desired in certain quarters. 

A conference of leading industrialists, 
officials from World Bank. Asian 


prospects for new foreign investment, 
expressed doubts about whether the new 
policies will continue in case a new party 
comes to power in the government. He 
pointed out that foreign investors would like 
to be assured that the liberalisation policies 
will continue in future (ET. November 11. 


TNCs may not increase at the same rate as 
in (he past. Moreover whatever may be the 
overall volume of such investments, the 
share of India will cracially depend on the 
advantages she offers compared to her 
competing countries. To attract FD1 for 
exports, what is important is not whether the 
situation is better than that in the past but 
whether it is better than what the competing 
countries offer. 

It Appears from the demands put forward 
and the comments made by some of the 
foreign investors as referred below that India 
compares not so favourably with the 

* competing countries in terms of 
(i) infrastructure; (ii) control over labour 
and; (iii) priority accorded to FDI, etc. 

A report in the Far Eastern Economic 
Review sums up the general perception of 
foreign investors about India as follows: 

...The Indian business climate is not yet as 
hospitable as other locations for scarce 
capital 

Wage rates are low. but so is productivity. 
Labour it highly specialised and powerful 
trade unions are reluctant to abandon 
traditional, inefficient practices. 
Infrastructure is already inadequate: for 

* example, fike all industries with continuous 
processes, Du Pont is faced with having 
to provide 100 per cent power back-up for 
its Goa plant. The country has only 5.3 
million telephone lines for 850 million 
people. 

Various local levies stow down distribution 
of materials and products: a truck with a 
valuable cargo may have to queue for two 
or three days at a state or city boundary to 
pay an octrp i oft few US dollars.. (PEER. 
February 20, 1992:41). 


* 


Development Bank, etc, organised by 
Foreign Investment Advisory Service (ajoint 
facility of the International Finance 
Corporation and the Multilateral Investment 
Guarantee Agency) in Washington 
concluded that India has been unable to 
attract enough FDI due to "restricti ve policies 
and bureaucratic red tape". The participants 
feh that a more welcome attitude to FDI is 
needed in India (FE, August 10. 1991). 

What often matters is not what has been 
indicated in official policy statements..A 
study sponsored by the ministry of industry 
of the government of India, reveals that right 
pow the foreign investment policies in India 
are much more open than most other Asian 
countries. In China, Indonesia, Malaysia 
andTai wan, prior approval of the government 
is required for foreign investment projects. 
India is in fact similar to South Korea and 
Thailand where automatic approval is given 
for. some industries, but [trior permission is 
required for the rest. Only in Singapore do 
approval is required (Bl, March 29, April 
4, 1993.50). 

, What is perhaps more important is (he 
general attitude towards foreign investment 

in the country; whether the policies are going 
to continue in future: the general perception 
about how the government machinery 
responds to the difficulties of the foreign 
investors, etc. The following observation' of 
the head of corporate planning of a French 
TNC is a typical response about the 
government machinery: “...I would rather 
invest in China. Prom the day *we propose 
an idea, for investing in China it took us 
barely a year to move in with men and 
machines and start work. Unfortunately, a 


1991). Foreign capital in India is in general 
' much less welcome than say in many other 
Asian countries. A general consensus about 
the role of foreign capital is yet to evolve 
What is true for an investment project for 
exports is not necessarily true for an 
investment project for the domestic market 
Factors such as the attitude to foreign capital. 
strong trade unions, bureaucratic redtapism. 
etc, are unlikely lo be crucial factors while 
contemplating investments for the domestic 
market. Consider a situation where the market 
in a country provides significam 
opportunities for profits. Unfavourable 
attitude to foreign capital, e g, is as such 
unlikely to deter them from investing in that 
country. They would of course, prefer a 
more congenial environment and may also 
try for it. But even if they do not get it, they 
are likely to invest if otherwise they lose 
significant profits. In the case of investments 
for exports, however, profit opportunities I 
are not lost by not investing in a particular I 
country. In fact the TNCs can rnaximisethctrl 
gains by choosing the country offering the I 
best deal. I 


Summary and CondBston 

(I) The new economic policy initiated >* 
1991 has liftedanumber of crucial rastncii^ 
on the operations of the TNCs. The situate 
now is much more favourable for them * 
terms of the permissible extent of foreip 
equity, spheres of operations, asc of braid 
names, nature of exponBmport activity 
etc. Now the TNCs can have 51 per ct* 
foreign equity automatically in s is*F 
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number of industries specified in the 
Appendix and also ip other industries with 
government approval. All the industries are 
now open for the entry of new foreign 
investors, though for those not mentioned 
in the Appendix, gover n ment pennission is 
still necessary. FERA companies we no 
longer required to restrict their activities to 
the Appendix industries or to predominantly 
export-oriented activities. The restriction 
imposed by MRTP on expansion, merger, 
take-over, etc, have been abolished. The 
TNCs we free to use their brand names also 
in the domestic markets. They are also free 
to decide whether they wilt export their 
output or use imported materials for their 
production here. 

(2) The TNCs have reacted favourably to 
the new economic policies to enter and grow 
in India. Several steps have been initiated 
which will enhance their managerial control 
and market power at die cost of Indian 
entrepreneurs. A number of TNCs have 
acquired Indian companies. They have also 
increased their equity stake in many existing 
co mpanies and have edged out the Indian 
partners. The TNCs which have been 
operating in India as well as. those which 
have recently entered have set up several' 
new projects in India, both for the domestic 


and the export markets. The projects for the 
domestic market include tow technology 
items. 

As we have already explained in the 
Introduction, the decline of indigenous 
en te rpr ise sod unregulated operations of the 
TNCs in the domestic market are harmful 
for the economy. 

As Table 1 shows, the foreign exchange 
contribution of the TNCs improved sharply 
during the late 1970s and the 1980s. The net 
foreign exchange earnings of the foreign 
controlled rupee companies (i e, those 
companies in which foe TNCs own 25 per 
cent or more foreign equity) continued to 
be negative but foe magnitude declined to 
-1.6 per cent of foe value of production 
during foe period 1975-89. Certain actions 
initialed by the government during the period, 
e g, foe phased manufacturing programme 
were among the contributory factors. The 
foreign exchange leakage in foe earlier period 
(1960s and foe early 1970s) when the TNCs 
were much less regulated was significantly 
higher (Table 1). 

With foe lifting of such restrictions, it is 
feared that foe import intensity will go up. 
ABB, e g. has revised its (dans to reduce 
the import content in turbine manufacturing 
after (he government has abolished the phased 


m anufacturing programme. Now ttio Idas is 
to go for assembling operation, at toast 
initially (0/, Nove m ber 22-Decembw 5, 
1994:75). 

(3) Exports have never been an important 
activity for foe TNCs in India despite the 
incentives that were provided to them for 
such activities. The amount of output 
exported by the FCRCs remained stagnant 
around 6 per cent during the late 1970s and 
foe 1980s (Table 1). Several export-oriented 
projects have been announced by the TNCs 
after 1991. Does it signify a break from the 
past? The indications are that they are still 
primarily interested in foe domestic market. 
It is doubtful whether export-oriented 
investments by foe TNCs will increase 
significantly. Worldwide such investments 
may not go up as fast as in foe past due to 
some technological and other changes. And 
there also has not been any dramatic change 
in India’s relatively poor rating by the TNCs 
as a platform for production for exports. 
Even if it does so now, the question is 
whether such export growth can be 
sustained. As the relative conditions in 
different host countries change, the TNCs 
with the objective of global profit 
maximisation may relocate production to 
some other country. Unless alternative 




BANK OF MAHARASHTRA 

(A Govt of India Undertaking) 


3 


B RINGS 


WELCOME SCHEMES 




JAMA YOJANA 
Automatic Ranawal of DaposIL 
Partial W it hd raw a ls in Unite. 


DEPOSIT 


t'l M 


SCHEME 

Upto 75% Withdrawal 
Dy vi)Kfi9 msantry. 


S ULABI | 

JAMA 

YOJANAl ■ 


Wmmmm IWtUINiy won DVaiV I 

offerm DapoalL 


BcooMnic and Political Weekly May It 










channels are developed, there stay be 
serious dforoptivenffects. There is nothing 
in the new economic policies to lake care 
of Mch danger*. In Sooth Korea, the item* 
exported initially were cotton textiles, 
apparel, plywood, wfgs, consumer 
electronic*, etc. With economic growth 
and rising wage rates, as South Korea lost 
competitiveness in simple labour-intensi ve 
goods, she consciously promoted more 
technology and capital-intensive exports 
such as in the machinery and transport 
equipment sectors (Amaden 1989:154; Yno 
1990:11-12]. Such a desirable strategy is 
conspicuous by its absence in India. 

(4) It is widely acknowledged that 
government controls in India in the past did 
not always produce the desired results. Bin 
the option is not to eliminate government 
regulation. India's current policies of lifting 
crucial restrictions on the TNCs amount to 
a passive reliance on the TNCs for economic 
development. None of the economically 
successful countries, whether Japan or 
Germany within the developed countries or 
South Korea. Taiwan or even Malaysia. 
Thailand within the less developed countries 
followed such a route. They did not provide 
the type of freedom to foreign enterprises 
which India at present is offering to them. 
During its recent phase of liberalisation, 
even such a rich country as Japan did not 
indiscriminately lift controls on the western 
TNCs. Promoting Japanese enterprise 
continues to be a major objective. The policy 
planners did not open the investment doors 
until they frit that the Japanese enterprises 
are strong enough to compete with the foreign 
firms. 

The new economic policy in India must 
be drastically changed. It is important to 
learn from the past mistakes and the 
experiences oi other countries and among 
other things, regulate the TNCs keeping in 
mind the needs and the priorities of the 
country. A strategic intervention on the part 
of the government is requited to take care 
of the negative features of the operations of 
the TNCs and to ensure that the country 
gains from their investments. 

(The paper completed in April 1995. is a shorter 
veriioa of the report of a research project 
sponsored by CMOS. Indian lastitnle of 
Management. Catenas. Some of the data used 
w this paper have been collected from the 
Institute for Stadies in Industrial Development. 
New Delhi.The author thanks both dm Institutes 
and NIrani K Chandra for suggestions). 
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Any 

engine oil can 
move a car. 

It takes 

SERVO 

to move the 
nation. 




When a company develops over 400 
different lubricants and greases, It doesn't 
merely remain an oil company. It become q the 
driving farce behind a nation. 

Today, one out of every two vehicles in 
India runs on UKtfO lubricants. But StKVO's 
advanced technology goes way beyond can, 
motorcycles, scooters, vans, jeeps, trucks, 
buses and tractors. What goes into your car Is 
actually the lubricating force behind the world's 


largest rail network. The brand that gives 
savage power to your bSteatso keeps Indfa's 
sophisticated army tanks fighting fit. tmtfO 
vkluaSy moves the wheels of hdian industry. 

With over 400 different grades of 
lubricants and greases and 6,000 petrol 
stations across the country, kxManok Is at die 
heart of India's progress. Yes, Its one thing 
moving just can and scooters. And quits 

naai ilLfSuGa AM ACA r*l> i~ Ml mAmMM MMiljMt 

wwtncrj friOiviy *n ff O t W /iwQn sirO'^p 
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Putting Structure on Structural Adjustment 

AsUan Gayal 


The paper attempts to build a framework to appraise the structural adjustment programme (SAP). It is argued that while 
such a framework should work with macro-economic categories df aggregate demand and supply, it should incorporate 
structuralfeatures of the Indian economy, focus on the decisions of thefirm over the medium not, and be capable of analysing 
the affects on growth, of macro-economic policies. Conclusibns follow that inflation is best managed by a set of policies 
that stimulate demand as well as supply. The possibility of multiple equilibria implies that a set of policies that act in concord 
to push the economy on a high growth path can lead to a situation where every group benefits. As the price of food is the 
nominal standard for the Indian economy, policies that effect the former are particularly important. 


UNFORTUNATELY standard macro-eco¬ 
nomic theory does not give a satisfactory 
framework to analyse a structural adjust¬ 
ment programme (SAP). Thissji perhaps one 
reason for the large number of inconclusive 
debates' we have had on this topic, ever 
since India embarked on its SAP.'While the 
Keynesian framework is too shan-run and 
demand oriented, the neo-classical is too- 
long-run and supply sided. Analysis of a 
steady-state, however rigorously conduct¬ 
ed, is not very useful for policy, if the steady- 
state can take a hundred yean to be realised. 

We argue that such a framework can be 
developed by adapting some modem devel- 1 
opments in macro-economics. Structural ad¬ 
justment is concerned with raising the level 
of efficiency of industry in the economy by 
changing in structure over a three- to 15- 
year horizon. Therefore a suitable frame¬ 
work should target the medium-run and build 
aggregate supply from the decisions of a 
representative (symmetric) firm (firms). 
This could provide tight theoretical micro¬ 
foundations for the argument, and draw 
upon the huge amount of work done in 
industry structure and the analysis of im¬ 
perfect competition in the past decade. 

At the same time, to keep the macro- 
economic perspective, aggregate demand 
should be drawn from macro-economic 
categories of investment and savings, ex¬ 
ports and imports. We show in the paper that 
multipleequilibriacan provide macro-foun¬ 
dations for Arm behaviour, explaining why 
it is optimal for firms to take account of 
macroeconomic var ia bl es in making their 
decisions. In spite of the multiple equilibria, 
the theory does provide sufficient restric¬ 
tions to structure the data, and is empirically 

implemntabie. 

The macro-perspective does, however, 
mean that the nitty-gritty of variations in 
inter-ftrm co tnpo titio n, efficiency, and rel¬ 
ative price is attracted front A number of 
modeh in the literature show that multiple 
equilibria can account for pe n it e n t de¬ 
mand shocks, but thaae are normally special 
micro-models which me very difficult to 
HKvaiiM to the analysis of mecro-aggre- 
Wea. Last hot not the least deakabte feature 
°ft«ush a framewosk wotdd be that It should 
t* dynamic, capable of putting structure on 


a period of flux and change, and not be 
confined to the analysis of equilibria. 

The framework we develop is somewhat 
unusual. So, in this paper we spend some 
time relating it to more familiar concepts of 
aggregate demand and supply . Then we apply 
it to make some hypotheses about the struc- 
■ ture and persistence of the shocks that have 
impinged on the Indian economy in the 
course of the SAP it has been undergoing. 
Finally, we use it to make a brief analysis 
of the three Ts, inflation, investment and 
inflows of foreign capital, that have been 
thrown up as major problems in the reform 
process. 

n 

Analytical Framework 

Figure 1 graphs the goods market equi¬ 
librium or abnegate demand facing our firm 
in x and u space. This can be regarded as 
a standard IS curve, except for two features. 
Firstly, we allow for die possibility that 
induced spending could exceed induced 
leakage. This is the case of Keynesian 
multiplier instability, that could ariseifeithcr 
the propensity to invest is very high or the 
propensity to save is very low. It need not 
be restricted to investment and savings, and 
could also reflect (he care where induced 
exports are greater than induced imports. 
Analysing the latter case would be partic¬ 
ularly fruitful because of the current empha¬ 
sis on export led growth. Secondly, the 
quantity variable u is output normalised by 
capital, as our period of reference is the 
medium-run. This also has the advantage of 
removing those sources of instability that 
affect both output and die capital stock. 

The other variable in the figure is the price 
cost margin, or mark-up, t. This is abo the 
profit shire and therefore directly enters 
both the investment and savings dwislons. 
Using this variable it fat easy to model the 
dynamics of ad ju s tment , in the modem 
literature a unto of aftpu i (100 for ci* 
ample, Rotemberg and Woodford 1993) 
mode l Keynesian effects wing die price 
marginal coet ratio. This is poritive under 
monopolistic oomgntition, and in squib* 
briuat would >t* cover fixed coats associ¬ 
ated with preduct varieties, so that 


profits are zero. The two measures of mark¬ 
up are monotonieally related so that they can 
be used interchangeably. A dynamic anal¬ 
ysis based on the profit share has the ad¬ 
vantage that it ts not restricted to a specific 
industry structure and therefore is more 
general. While monopolistic competition is 
possible it is not necessary. However, some 
form of imperfect competition is required, 
but as Arrow (1959) remarked tong ago. out 
of equilibrium any firm has some market 
power. The mark-up can be covering the 
costs associated with excess capacity arising 
from the dynamics. A separate category of 
fixed costs is not then needed. 

In the case of induced spending exceeding 
induced leakage, output would tend to in¬ 
crease without bound above and fail below 
the IS curve. Convexity restrictions that 
keep the mark-up within bounds, and cane 
it to move countcrcydically with respect to 
changes in u, generate die supply reiatiae 
in Figure I. This is derived by profit 
maximisation over the different exported 
adjustment paths, by the profit maximising 
firm. It gives the combination of uandtfhpt 
maximise profits for the firm. With suck a 
mark-up adjustment rule, stable adjaarmraU 
or medium-run growth paths exist. These 
switch from high growth paths approaching 
the ‘good’ equilibrium E,, to those leading 
to the ‘bad’ equilibrium t. In the former 
(latter), capacity utilisation is high, the level 
of the mark-up is lower (higher). On Ugh 
(low) growth paths the matk-up is fattag 
(rising). A switch from one to ftp other nr 
bifurcation in die dynamic flow is caused 
by a change in the psrameten determining 
net induced spending. The parameter clange, 
m tun can be caned by as en d oge n o us 
amp li fi ca tion of exogenous shocks due to 
structural fames of fee model. la a labour 
surplus economy, steady-stale growth wtd( 
excess capacity can occur m both the equ»- 
Uhri*. At the sasne time apeak would ferae 
no fecee ri ve to ch ang e t he i r b eh av i or The 
moddh developed ie greater dates! hi Goya! 
(1993b, 1994a, 1994b). 

The adfuatmeet in awtk-upsowtimed above 
enaama a stable t&curve In tin and unmet 
rate, r, and x space In Rguru 1 The cam 

sons. The stress on the medium tun, winch 
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means (hat the nominal rale of interest has 
time to adjust to the rate of inflation, features 
of the credit market such as credit rationing, 
stylized empirical facts such as the relative 
constancy of the real rate of interest, its 
exogeniety in an open economy, and pure 
analytical convenience justify the flat LM 
curve. It refers to equilibrium in the credit 
rather than the money market and implies 
that it is not necessary for r to rise with u 
for credit market equilibrium to occur or for 
the required supply of credit to be forthcom¬ 
ing. Another reason justifying this is the 
structure of the Indian economy. As India 
is a democracy without widespread index¬ 
ation of wages the government is highly 
inflation sensitive. The credit squeeze that 
accompanies relatively high inflation rates , 
normally takes the form of a direct reduction 
in investment rather than a rise in real in¬ 
terest rates. 

One mechanism through which tins can 
occur is the ctn in public investment and 
redaction in private investment through the 
complementarity links between the two. The 
IS curve in Figure 2 would shift downwards 
with a rise in inflation, x. Another mech¬ 
anism leading to such s shift is the fact that, 
in a country with low levels of per capita 
income and an average two-thirds of the 
budget spent on food, inflation leads to an 
expansion in the share of food in expendi¬ 
ture and contraction in that of non-food 
items An exogenous rise tn r can, however,* 

* t 


be handled as an upward shift of the LM 
curve, and would constitute a supply shock. 

The downward shift of the IS curve with 
inflation sketched in the paragraph above 
generates the downward sloping aggregate 
demand curve in it and u space. The adjust¬ 
ments in x discussed in connection with 
Figure I ensure that this, again, is always 
stable 

in standard macro-economic textbooks 
(see for example Dombusch and Fischer 
1990], the aggregate supply is derived from 
three components. A production function, 
afixed mark-upon labourcosts. andaPhillips 
curve. The first enables output to be linked 
to employment or unemployment, the third 
provides the link from nominal wage infla¬ 
tion to unemployment, and the second trans- 
lares wage inflation into price inflation. The 
result is an upward sloping aggregate supply 
curve along which inflation must rise to 
make possible an increase in output. The 
trade-offbet ween inflation and output which 
is incorporated in the Phillips curve is sup¬ 
posed to vanish in the long run. leading to 
a long-run supply curve that is vertical at 
the potential output level. 

In deriving our supply curve we modify 
each component somewhat. A protection 
function with constant returns to scale in the 
reproducible factor of production capital, 
gives a constant capital output ratio u-at full 
capacity utilisation. Using as efficiency 
waps rationalisation so that it pays the firm 
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to maintain afixed agricultural protectwa 
we link the rate of inflation fat. wages 
e xpected inflationirt agricultural prices.Tl 
is justified from the mtao-foundado 
perspective with the Ureas on Ann declaim 
surplus labour so that the labour suppl 
elastic, the medium-run so that nomit 
wages have time re adjust and the perspc 
live from a developing economy with k 
per capita incomes, and with more than tw 
thirds of the budget spent on food. 

The dynamics outlined earlier in t. 
section give rise to multiple equilibria w 
a high and a low equilibrium value of t, a 
a countercyclical movement of t in betwee 
Making allowances for excess capacity 
that factors are paid less than their margir 
products’ to cover the costs of this exet 
capacity, and substituting the T relations 
the production function, we get an aggrega 
supply curve that is flat or has a m 
downward slope, until u- is reached. T 
countercyclical movement of t strengthe 
the coefficient of u and imparts the dow 
ward slope. While it removes x from I 
aggregate supply curve, the latter doc 
however, retain x* as an argument. Gay 
(1995) contains formal derivations of the 
results. 

A rise in x* would mean that the eqi 
librium fixed cost is higher and would ■ 
quire a rise in the price level to offset it. . 
this works through lags in the system at 
effects on expectations of inflation, it wou 
translate into a higher core rate of inflatk 
or an upward shift in the aggregate supp 
curve. Any other supply shock would ha< 
a similar effect. On the adjustment trajc 
tones the countercyclical movement of 
tends to moderate fluctuations in the pro 
rate. xu. Changes in investment or entry 
firms removes excess profits until they i 
zero in equilibrium. 

The efficiency wage hypothesis togeth 
with the medium-run perspective, so that tl 
real wage ^constant in terms of food price, 
leads to a moderation in the downward shi 
of the IS curve due to the inelasticity ■ 
demand for food effect discussed cariic 
While the slope of the AD curve may ■ 
smaller, the other causes would still ensut 
that it is downward sloping. Even if nomin 
wages do not rise in step with food price 
some inflation would still occur as mart-U| 
rose due to (ailing demand. 

The interesting thing is the nature of tf 
restrictions placed on the shifts in the t* 
curves from our tboorcdtaf analysis. Tl 
AD curve has x as an ■gumcra. As we ca 
see, in Figure I. along the trajectoriesufal 
as x rises, so that the AD curve woul 
continuously shift down as long as x 
rising. Since a rising x approaches an equ 
librium with a hi gberx*, the AS curve won 
also shift up. The shift would be compound 

ed by the rising nominal wages and fadlln 
productivity that normally accompany *** 
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amplification and cause • bifurcation from 
• ‘food* 10 a 'bad' equilibrium and vice 
vena. 

A richer classification of shocks n alto 
possible. The supply relation m figure I 
will not shift in response to productivity 
shocks if there is competitive entry driving 
excess profits to zero. Productivity gains 
would, in the medium-run, be passed on to 
workers. The curve would, however, shift 
inward if there is a Ml in aggregate mono¬ 
poly power, corporate taxes, real interest 
rates, price of raw materials, or cost of infra¬ 
structure. 

Demand shocks can include changes in 
consumption, investment or net exports. 
While exogenous shifts of the d em an d 
curve in Figure I are not likely to persist into 
the medium-run, any shocks that lead to 
induced demand changes and a bifurcation 
in the dynamic flow will lead to shifts in 
the demand curves in Figures 2 and 3. mi d 
have persistent effects on real and nominal 
variables. 


a state. Any externality carried by capital 
accumulation, as in current theories of 
endogenous growth, would lower produc¬ 
tivity growth in periods of low capital ac¬ 
cumulation. 

Such a synchronisation of shifts in the I wo 
curves gives us a reverse Phillips curve, or 
(he bold line in Figure 3. We call it a Phillips 
curve because it is a relationship between 
a nominal and a real variable. While the 
empirical relationship Phillips originally 
found was between the unemployment rate 
and the rate of wage inflation, modem Phillips 
curves tend to depict the relationship be¬ 
tween the rateof price inflation and a potential 
output variable. The reason, particularly 
compelling in a developing economy. is that 
structural diversity and changes in the labour 
market, tend to vitiate clew relationships 
involving the unemployment rate at the macro 
level. At the latter, the unemployment rate 
of cspiUlt such as we use is perhaps more 
satisfactory. 

In addition, there has been wide con¬ 
siderable dissatisfaction with thc Phillips 
curve. Two reasons for this are specially 
relevant tout, firstly .the questionable micro¬ 
foundations. Whose behaviour does the 
Phillips curve re p re s ent? Secondly, with the 
standard formulation, policy cannot affect 
the average level of the output gap over the 
long-tun if deviations in the rate of inflation 
average out 

The rational expectation school sought to 
derive the PMIUps curve from the labour 
supply didtion under e misperception of 
changes in relative wages. The long-run 
Phillips curve was expected to be vertical. 
Apart from other p roblem s with it, this for¬ 
mulation Is not very useful for a thtahstk 
wtplus labour economy. As regards tha 
«cond issue. Summers (1991) has argued 


that only if there are multiple equilibria can 
the effects of demand shocks persist. If there 
is a unique market clearing equilibrium, 
fluctuations around it would tend to canoe! 
out. leaving the trend rate of growth unaf¬ 
fected. The discovery, in modem empirical 
work with time series, that growth itself is 
fluctuating, drove the supply aiders to the 
conclusion that shocks to technology ex¬ 
plain this pattern. It is difficult, however, to 
accept a periodic destruction in technology 

The multiple equilibria in ratio variables 
together with externalities carried by capital 
stocks, in our model, allow persistent effects 
of shocks on both the level and rate of 
growth of output. Further, the reverse Phillips 
curve is obtained from the decisions of 
maximising firms. 

in 

Applications to SAP 

Blanchard and Quah (1989) note that once 
it is recognised that growth itself can occur 
in the form of fluctuations there are infinite¬ 
ly many ways to decompose si output series 
into persistent (affecting growth) and tem¬ 
porary fluctuations. By making the assump¬ 
tion that persistent shocks affect output but 
not the unemployment rate in the long-run. 
and temporary shocks affect neither in the 
long-run they use the joint behaviour of 
GNP ind unemployment to do the decom¬ 
position. 

Our model suggetts that the joint behaviour 
ofTxiandxbeusodto make a decomposition 
that would be more valid for tha Indian 
economy. The t h eore tic si analysts aeilt us 
that while the market equilibrium curves of 
figure I would bo unchanged in the long- 
run tbaae of figure 3 would shift. Peniiieni 
shocks would lend n> endogenous demand 


As mi example of its working we illustrate 
how the model helps us to classify the shocks 
associated with the SAP. and to indicate 
their likely effects. 

Let us try to organise ll)e different ele¬ 
ments of the SAP as it has occurred in the 
Indian economy, over the last three years, 
using our analytical apparatus. There were 
adverse supply shocks in the initial yean of 
the SAP. The steep devaluation in 1991-92 
raised the costs of imports and a rise in 
interest rates and agricultural prices bad a 
similar impact on costs of production. This 
was compounded on thc demsnd side, by 
India's time honoured response to inflation¬ 
ary conditions - a cut back in public invest¬ 
ment, and stagnating private in vest meat. 
The rise in agricultural prices combined 
with a lagged adjustment of w ages decreased 
demand for industrial consumer goods. 
Exports did not respond immediately. India 
was firmly set on the low growth trajectory. 

Many of thechanges. however, acre meant 
to provoke improvements in efficiency and 
competitiveness. Restructuring and 
rationalisation resorted to by many Areas 
have led to a fall in corn and a nse in 
productivity. By 1994, some el em e nts such 
as reduction in tax rates, lowering of cons 
associated with quantitative restrictions, new 
international norma of calculation of depre¬ 
ciation allowances, the ability to switch to 
foreign lower inaerest cost sources of funds, 
have meant a direct reduction io costs to dm 
firm 

The Economic Times, November 21,1994 
reports, Unt net profits rose 102.5 percent 
tn tbe six months ending September 1994, 
c ompere d t» 14 per cent far the previoenaix 
months. Even more heorteomg is the fact 
that safe* have mcreaaed 281 per cam m the 
fo rmer period compered so only 2.7 in the 
tarter period. R remeMi one thetas yet dm 
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growth in profitability far exceeds that in documented the complementarity between 
safes. Depending on what happens to mo- publip and private investment, especially in 
nopoly power, the decrease in costs could developing countries [Fischer 1991J. 
be passed on to the consumer. The factors (iv) The belief of the reformers seems to 
making for falling prices probably outweigh be that a rise in savings/credit available will 

those tending to increase costs. However, automatically translate itself into a rise in 
looking at the demand categories, we have private investment. This seems clearly con- 
less reason to be optimistic. founded by the happenings in 1994. where 

Historically, public investment has ac- large cash surpluses with firms were being 

counted for a large percentage of total in- used to retire debt or seek profitable short- 

vestment The freeze in this following the term investments rather than raise physical 

philosophy of minimising government in- investment 

terventiofl, amounts to an advene multipli- Firms woe able to tap low cost sources 

cative shock to aggregate demand in Fig- of funds from abroad, and substitute these 

ureZThe 1995 budget carries on thepolicy for high cost domestic defat Banks instead 

of lowering real expenditure on capital for- of lending funds released from the cut in 

matkm by the government The supply SLR to the private sector, were voluntarily 

riders who believe in financial crowding holding excess government treasury hills 

out maintain that the ground vacated by the amounting to Rs 24,500 crate, partly for 

government will be immediately taken lack of demand from the private sector, 

over by private investment However, there The upswing in c omm er ci al bank lending 


latter, if it c«*tti 
in domestic prieas offood, may wienm the ) 
*quee» la domesbe-demand for broad-based 
manufactures. 


Expenditure switching policie*, that wort < 
by getting the priem right, e g, devaluation ! 
of the exchange rate, and reduction of tariff ; 
barriers, are insufficient without industry : 
policies that raise the competitiveness of 
exports, through lowering costs. In the real 
world with limited ex-post flexibility, old 
ded i c a ted capital cannot become more ef- ; 
ficient without considerable investment, and 


facilitation of technology absorption. 
Rodrick (1994) recently argues that in Korea 
and Taiwan export growth followed high 
growth caused by investment incentives 
rather than the other way around as is 
normally believed. Policies that work through 
lowering domestic absorption, are likely to 
be counter-productive, by lowering dome¬ 
stic output, rather than raising exports. 

Excise and income tax cuts, the boom in 


consumer credit, and the wealth apprecia¬ 
tion caused by capital Inflows, has led to a 
rise in consumer expenditure. 4 but this is not 
sustainable in the long-run if it means a 
reduction in the domestic savings ratio. 
Savings and investment ratios were about 
20 per cent in 1993-94 compared to around 
23 per cent jn 1990-91. There could be 
problems of repayment in the long-run. The 
savings ratio does rise with growth in in¬ 
dustry. If there is a relaxation in import 
restrictions on consumer goods, the con¬ 
sumption increase could be dissipated in 
imports, at least in the short-run. moderating 
the demand stimulus for domestic industry. 

While not even all supply-ride policies 
have been acting in the same direction, some 
demand side policies have been definitely 
countering positive supply-side shocks. The 
nascent industrial recovery cannot be 
secure unless inflation falls, and there is an 
appreciable rise in investment The former 
in India is closely linked to agricultural 
prices. 

IV 

Inflation, Investment and Inflows 


The inverse Phillips curve we have ob- ' 
tained suggests that over the medium-run 
inflation will be higher in periods of lower 


are a number of reasons why this has not to private industry in 1995, coinciding with growth. It arises from die structure of the 
occurred. the recovery in industrial growth, shows Indian economy. A period of rising pricer 

(i) The high interest rates and stringent once mote that credit tn India^frequently tends to be one in which demand is reduced 

credit restrictions associated with the accommodates demand [Rakthit 1994 and not necessarily through a rise in interest 

s t abil is ation and inflation cootroi, dominat- makes a similar point). While bank credit to rates, or a reduction in money supply The 
ing in the early period of stabilisation, meant the commercial sector was only Rs 6,436 latter is more a consequence of the cut is 
a rise in the cost of borrowing for firms, crate over March 31 1993 to January 21. demand. There is a complementarity inker 
(H) The cut in demand, the worsening of . 1994, over the same period in 1994-95 it relative prices in the system. The profit r* 
tefrintructurefacdittet, the utilisation of the was Rs 23426 crore [Economic Survty tu. real wages, and the agricultural term* of 
option to ‘wait and tee’ in a period of shoe- 1994-95], tmde*hotb tend to rise and foil wgediw.o y(t 

tural change and uncertainty, cm lead to a White tome increase in exports has taken the mathum-nia. A cut m demand causes i 

decelerati on of private investment gfeo.* place since 1994, this is largely in low value rise in the mark-up. which further fuels 

(iii) Cross-country studies have widely added items and in agriaihurai commodi- inflation. There cm beperiods where |tra*ii 
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Is faftiog, but In- 

flatiaAsiffi escalates/The reason could partly 
be the time required for the adjustment of 
price* and for inflationary expectations to 
coalesce. Our analysis would however, hold 
in the medium ran. 

Table I provides tome evidence support¬ 
ing our hypothesis. The average growth rates 
for the 1980s and 1990s clearly show the 
inverse relationship between growth and 
inflation, although it might not hoid for 
individual yean. The crisis years of 1989- 
90 have been left out of the averages. Table 
2 shows that the contribution of primary 
commodities to inflation has generally far 
exceeded their weight in the WPf. It is clear 
that the contribution of manufacturing pric¬ 
es to the price rise has been higher in the 
third and fourth years of the SAP, as the 
initial large increments in agricultural prices 
were passed through the system, litis is 
consistent with the predictions of our me¬ 
dium-run analysis, taking account of lags in 
the adjustment of industrial prices. There are 
two points to note about 1994-95. First, the 
inflation in manufactured products has been 
tapering down through the year. It was 3.1 
per cent in the first quarter and 0.4 per cent 
in the last. Second, primary commodities are 
flaring up once more, led this time by non¬ 
food articles. Will this lead to a vicious cycle 
in which non-agricultura! prices will also 
flare up, in spite of high growth? 

What is the prognosis for inflation? The 
link between agricultural prices, the opening 
out of the economy and demand is very 
important. In a country where approximate¬ 
ly (wo-thirds of the budget share is spent on 
food, agricultural prices are the most impor¬ 
tant cost push factor. By failing to recognise 
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rids foe Hbamtimriai process imafoOowed 
tninoanshieai procedure inierras of its own 
targets. 

The rationale given far the initial sharp 
i n creases in agricultural prices was that due 
agricultural sector is discriminated agauut 
as agricultural prices are below world pric¬ 
es. 1 At th**gree time it was necessary to 
maintain s«Mim real exchange rata after 
the initi.il dcrefuation, to ensure the com¬ 
petitiveness ot exports in the new export led 
strategy. As the rise in agricultural prices 
contributes to a higher inflation rate, how¬ 
ever, a real appreciation of the exchange rate 
occurs. This makes necessary a further 
devaluation, and so the vicious cycle con¬ 
tinues. 

A dcvaluation of the rupee is widely feared 
in 1995, as the infletion differential has 
meant a real depreciation. Unlike the Latin 
American countries, India's trade share is 
‘ small, so that the exchange rale is not by 
itself the nominal standard. A devaluation 
by itself is not immediately passed through 
in a higher rate of inflation. Even so. ag¬ 
ricultural prices are a nominal standard and 
linking them to the exchange rate converts 
the latter into a nominal standard. India will 
only be able to afford dollar prices far food 
when the huge concentration below the 
poverty line disappears. 1 After successive 
rises in foodgrain prices, stocks with the 
govern mem hive reached 37 million tonnes 
in 1994. against an optimum of about 10 
million tonnes, indicating an erosion of 
purchasing power. 

Contrariwise, a lower rate of inflation in 
agricultural prices would accompany rising 
u. real wages,“ and failing T from the ad¬ 
justments in the sectoral excess demands. 


This means foe relative price of agricultural 
commodities would actually be risiag. 
Accepting a slower risk in nom in a l agricul¬ 
tural prices would thqe actually be m the best 
interests of farmer*. The benefits of a rise 
in nominal agricultural prices would be 
frittered away in the medium ran. 

Further incentives cotdd be given so them 
in the form of a rise in public investments 
la agriculture, this would tower their costa, 
and by developing the required infrastruc¬ 
ture permit s partial diversion to select high 
value export crape. This will also help to 
solve our second problem of mw n n i ii ta g 
high investment. Private investment in 
agriculture follows public [Canesfa Kumar 
1992]. Investment is acutely required to 
improve productivity ia non-cereal food 
articles. Such a strategy by expmdtog non- 
farm rural employment opportunities wiH 
help to raise labour productivity in agrtcal . 
lure. In the average Chinese village (arm 
income comprises as fade as I per cent of 
total household income. 


Tmu 2: Camreimowra hnuraon 


Year 

Primary Articles 
(Weight 32.3 
Per Cem) 

(Wcighl 57 JM 
tor Caw) 

1990-91 

40.07 

47*4 

1991-92 

42S4 

47J22 

1992-93 

25.96 

59*7 

1993-94 

30.00 

52.41 

1994-95 

43.S0 

$7.70 

(1994-95*) 

(13.7) 

<9Jh * 


Non: * Tht last mw gives dWpcsesmags price 
rise on a poms-sn-prini hath. 

Sourer; Scimn m tc Smney 1994-95 and toads 
(1995). 


Table I: Gsowth and Inflation in Inha 

toJflKHU.Pmg urtewtCnn..- .. --- HSISam 


Year 


OOP 

Primasy Sector GDP 

GDP Non-Agriculnue 

Prices of Primacy 
Articles 
Wright 325 

Prices or 

Antrim 

wanna* 

WPI OmnhistB 
tor Owe 

in Croses 

Growth Rale 
tor Cent 

in Croces 

Growth Rate 
PerCem 

in Cruses 

Growth Rase 
Per Gees 

WPt 

Grow* Rase 
tor Chat 

I980g| 

122427 


48536 


73891 






1981*2 

129889 

6.10 

51547 

6.20 

78342 

6.02 

too 


too 


1982*3 

133915 

3.10 

51190 

-.69 

82725 

559 

107 

700 

104 

400 

1983-84 

144863 

8.18 

36531 

10.43 

88334 

6.78 

118 

102* 

110 

5.77 

1984*5 

130433 

3.84 

36547 

.03 

93186 

6.29 

126 

6.7* 

118 

757 

1985*6 

136566 

4.08 

56841 

52 

99725 

622 

126 

0 

124 

50* 

1986*7 

163271 

428 

56259 

-1.02 

107012 

7.31 

137 

8.73 

12* 

403 

1987*8 

170322 

4.12 

56359 

S3 

113763 

6.31 

153 

II48 

13* 

ITS 

1988-89 

18*462 

10.63 

65756 

16.26 

122706 

7J6 

160 

45* 

152 

♦JS 

Annual Average 


5.57 


4.03 


655 


?J0t 


6.1* 

1981-1989 











1989-90 

201453 

689 

67064 

1.99 

1343*9 

*52 1 

164 

250 

M* 

1118 

199091 

212276 

5.40 

69860 

4.17 

142416 

5.97 

1*3 

12J6 

l«S 

*Jt 

1991-92 

214156 

0.90 

68370 

-IJO 

145586 

123 

218 

17 JS 

2B3 

MJO 

1992-93 

223438 

4.30 

71889 

4 JO 

15154* 

*.» 

235 

7 JO 

SS6 

1153 

1993-94 

233042 

4.30 

740*9 

• 3. R) 

15**53 

4J» 

SSI 

4J0 

' MS 

TJ 

Annual Avenge 


3.17 


2.03 


134 


MJO 


9*2 

1991-19*4 












Computed from Economic Snrwy, various trims. 
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While the gorvwmnentfound it politic ally 
infoaaible to tie a reduction in nibaidie* to 
agriculture with arise in procurement prices, 
tying the former to a ri*e in puhlic invest¬ 
ment might have greater political accept¬ 
ability. The lower rate of inflation may imply 
a desirable real depreciation of the exchange 
rate that would stimulate exports. 

It if well recognised that the initial asset 
redistribution aided in the shifting of south¬ 
east Asian economies on to high growth 
paths. Those that underwent liberalisation 
polkiesdidsoatmuchbigber average income 
levels in agriculture. While assetredistribu- 
tkw and investment in human capital are 
. highly desirable policies, the fust is perhaps 
politically infeasible and the second will 
fructify only in the long ran. Our initial 
conditions are different, and the closest we 
can come to emulating successful south-east 
Asian policies in agriculture and achieving 
results in the medium run, is to take steps 
to raise investment in agriculture. 

How is public sector investment to be 
raised when public finances are in such 
disanray and public debt is mounting? 
Another way in which India is different from 
Latin America is in the absenceof the extreme 
degree of income distributional conflict, 
indexation and governmental accommoda¬ 
tion witnessed there. It is often not realised 
that the obsessive concern with the fiscal 
deficit" is a fall-out from an unthinking 
application of analysis developed fi La(i;< 
America, to India. Stabilisation in many 
high inflation countries brought down infla¬ 
tion to 15-20 per cent. India starts from 
below the latter figure." 

Even though its effect on reflation ia 
debatable, the fiscal deficit has to be con¬ 
trolled in a more open economy. It is regard¬ 
ed as a signal variable signifying potential 
loss of control and future inflation, and thus 
adversely affecting foreign inflows. Even 
so. these same foreign inflows, and die 
deepening of capital markets associated 
with financial reforms create other op- 
portunitict. 

In the late 1970s there was a sharp rise 
in remittances flowing to the Indian econ¬ 
omy, that led initially to a steep accumula¬ 
tion of foreign exchange reserves. Hie sim¬ 
ilarity to current circumstances is obvious. 
The reserves were utilised partly by an 
expansion in public investment that contri¬ 
buted to the favourable growth of the 80s 
[Goya] 1993a], 

The public investment, however, was 
financed by borrowing. The explosion in 
public debt was imsinTi in able bocaose of the 
low returns ftom public investment and the 
risingbardenof interest payments, especial¬ 
ly in a liberalised environment where the 
government can no longer count on captive 
financing at low interest rates. The govern¬ 
ment should follow a strategy of generalised 
•ubathatioe of equity for debr^tpgetbcr with 


restructuringpwfalichrrestmsiitIn directioTii 
that in either intrinsically, or at least so¬ 
cially more profitable. Sale of equity in 
some, and of assets in other public sector 
enterprises, together with high and growing 
new public rector in vestment partly financed 
by fresh equity issue will meet there objec¬ 
tives, help to utilise foreign inflows produc¬ 
tively, and generate the favourable growth 
dynamics outlined earlier in the paper. 

At the same time tax and other incentives 
should be given to raise private investment 
rather than consumption. Fiscal austerity 
should also been forced. It should, however, 
take the form of narrowing the revenue 
deficit by lowering unproductive expendi¬ 
tures. Arguments that seek to use a sale of 
public sector assets to rettoce the fiscal deficit 
by paying off government debt, are flawed. 
While this policy would reduce interest 
payments made by the government, it would 
make no contribution towards raising the 
rate of growth. Policies that raised the rate 
of growth would painlessly reduce the fiscal 
deficit as tax revenues improved. It is only 
if the rale of interest in an economy exceeds 
its per capita rate of growth that there is a 
possibility that a bubble such as public debt 
might explode. 

All over the world private investment 
accounts for only about 7 per cent of infra¬ 
structure investment The privatisation de¬ 
bate hat focused on the stock of public sector 
capital, its ownership and efficiency. Public 


Its distiMdvtirokfaihqaroyiBf tteproduc- 
ti vity ofbotk pabiic and private capital, and 
in expanding supply along with damand, 
aad therefore leading to viable growth, hat 
not been appreciated. High public invert- 
meat ia compatible with a stock of public 
sector assets that it expanding, contracting 
or constant. 

V 

CoidHtioa 

There are a number of ways in which 
policies cm be inconsistent. If they try to 
work against individual incentives, or ob¬ 
jective* conflict, if dynamic or long-run. 
effects differ from short-run ones, or struc 
tural features of the economy are ignored. 
In this paper, examining these features al¬ 
lows us to isolate more dimensions in which 
policies could be neutralising each other. If 
all the framework did was to help in clai 
sification, it would not be so uaefiil. It can 
also help in suggesting efficiency enhancing 
modifications to the SAP, ensuring that 
policies should not be at cross purpose* and 
act in conceit to shift the economy to a high 
growth peth. 

Currently the economy is poised on i 
knife edge. If a traditional contractionary 
monetary/regime is enforced to control' 
inflation, without understanding the con-1 
plex Ways in which demand and supply! 
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A <«Ull gap nWi, through which 
ia (he Syrian can be 


toeonriatsio- 
coat. la traditional dual econo m y 
model* of dwLewia-lCalecU variety, proflu 
me equ oeao d ae foe prices of wipe goods 
Ik. ia the former it woriu through the 
supply ride and is the latter through the 
■c.«Uwt ride, la the model hi this paper, 
4r*—«t led dynamics, strengthened by 
extemriWes, make nvMpfo equilibria and 
co-operative soiutiaaa possible, as against 
die Marxist predicament of conflict and 
exploitation. Even so, the sum on the supply 
decisions of the firm and dynamics 
echoes die Mantrin tradition of competing 
capitalists. 

Complementarities mean that sacrifices 
tie only superficial and t ra ns ie nt. Interest 
roups must not cavil at some group getting 
mote than they am, and by laying aside 
nfahual cynicism, suspicion and criticism, 
ive India a chance. Surely this would be 
easier to do when it is recognised that 
ill can benefit, and that the weak and vul¬ 
nerable would be protected. A SAP if it 
enhances development need not be at any¬ 
one's coat. 


i of Ac Mdm in this piper woe presented 
M dte woriafcop ot Applied D t vdopwent Eco- 
uofnics at in Gmipb fir DcvolopMtt Econocn 
ia a die MM SckoolofBooMiiKitedanhe 
•dkm Hwomc Service titag progrereme 
VlOIDR. Utefol twana followed. I dunk 



awy wall A*. The idea 
mi a* 
to food 



TjsfCeamDah fo flaaari t yp e to f l at in aia toe 
prim of nmanriad yds, to rt uring tofta- 
a j mrinw t h AAmm fiSOL gtflflMkM of 
liiiiiilmaaiiaiarliar>giir~Mlt 
of imaili ii should be changed u favour 


5 The tsnat of mds have shewn a I 
pattern to tadto (see Nagataj 1990] with the 
Icvritotoe 1990s befog aewtori in (he 1980s. 
It is psarible to explrin this by the p aaern 
of maim sectoral predadhrity foa rtr s. Bngri 
dMtfcMe^Mdtefwilck^afteacQaoMy 
from tnQscseries h to a snd vice < 


inf 

3 AamharoffamshownM . 
hynmaria nr daisy in privaii hnasnmnt In 
pwiads of gnaaar nuemrinty, ashig the 
mnaptafbmtoaivahM’ sstossock 
«m OhritOWZ) for a 

muhmarigmptooeto 



growth gives a mixed picture. Hyper- 
iaAreioMtfy cpiaodet mt M w iyi accoMpa* 
arid by low growth, the African countries 
show tow grewto and low inflation, bat the 
majority at very high grew* countries in 
semh east Aria hawe very lew tofltston. The 
exception is recent ex p erience ia China, 
probabi y explained by the peculiarities of the 
innuw soil Moya an not or wwvy 
controls. 

7 Them sic many possible defitibioes of fair¬ 
ness. A major oae in indu shook! be domestic 
purchasing power and (he dune of the avenge 
budget spent on food. If our dynamic story 
is right, chasing imemattoori prices for basic 
food items would be like d ust ing • chim s ta 
that would only fuel inflation uadi per capita 
productivity rises. As protection levels for 
manufacturing and overvaluation of the ex¬ 
change rate are coming down with 
bbermlnation, asymmetric treatment of die 
two sectors is reducing. Anther, agriculture 
continues to receive many subsidies. to that 
co m pariso n of bolder prices is not the only 
criterion for f ai mcs i. In com m it to other 
countries at similar levels of development, 
the agricultural produ ce r lobby has been 
dominant in India. 

8 Anderson (1994, p 17) computes from the 
histoocai experience of high income coun¬ 
tries that, for • country that would be self- 
sufficient in food ia a world of free trade, 
the switchover from taxing to a s sis t! ag ag¬ 
riculture directly woaM occur when its per 
capita income reaches 2.6 limes the global 
avenge income. If this can be taken to 
imply that international gram prices reflect 
a purchasing power of about 3 treses the 
world average, it is not surprising dml world 
great prices, on avenge, exceed Indian. 
The major wheat expotton are high income 
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Economic Reform and Rate of Saving 

EFW toardi FoudiMw 

This paper points out that the existing estimation procedures are likely to overestimate household saving and, in 
turn, overall domestic saving. The possible sources of overestimation examined here are portfolio investment by Fils 
and private transfers from abroad. The conclusion about overestimation of the rate of saving may be reinforced by 
other considerations such as year-end bunching of financial assets, apportionment of funds mobilised by UTI and 
other mutual funds, public deposits and company shareholdings of non-banking financial companies, treatment of 
household security deposits and adjustment of paid-up capital of companies for global security deposits. 


THE objective of this note is to take a 
:loser look at the behaviour of domestic 
saving and investment during the post¬ 
reform period. Official estimates suggest 
that during the past three years there has 
been a persistent decline in domestic saving 
ind capital formation ratios. When the 
government began macro-economic 
stabilisation in luly 1991 and also initiated 
a medium-term strategy of structural 
adjustment, it vowed to break the vicious 
circle of large fiscal deficits leading to high 
levels of monetised deficit, expansion in 
money supply and acceleration in inflation 
rates, all of which in concert were said to 
have contributed to growing current account 
deficits in the balance of payments and also 
lo unsustainable levels of government debt 
as well as external indebtedness. Any 
enduring solution to the problem of external 
payments imbalances, at a reasonably high- 
level of economic activity, requires high and 
rowing ratios of domestic saving to GDP 
hut what has happened in reality has been 
quite the contrary. Reviewing the 
disappointing domestic saving scenario, (he 
, ovemmenl of India's latest Economic 
Survey. 1994-95 sought to question the 
tenability of the CSO’s saving estimates 
themselves, particularly the decline in the 
absolute amount of household savings in 
1992-93 - a year in which the overall GDP 
growth rate rose from 0.9 per cent to 4.3 per 
cent and GDP from agriculture showed a 
sharp turn around from minus 2.5 per cent 
5.3 percent. Therefore, the Economic 
Survey sees the need for reviewing the 
methodology for estimating saving and 
capital formation in the economy. As 
explained in a later section, there is scope 
lor takings fresh look at some of the building 
slocks which constitute the edifice for the 
derailpicture ofdomestic saving andcapital 
formation in the country. However, when 
mch an exercise is undertaken, one cannot 
* certain that the overall domestic saving. 
* lor that matter, household sector saving, 
*°uld turn out to be higher than what is 
stimated at present. 

There are Amdamenul factors relating to 
he evolving econom i c structure, societal 
’ TO f*ns»ty and policy framework, which 
Uvc «H combined to subdue domestic 
brings tn India in die recent period, and it 
ook * «* t ho ug h the Indian economy it 


destined to face this situation in the medium- 
temv. While methodological questions no 
doubt require periodic review, a more basic 
enquiry should relate to the factors that 
have contributed to the given saving 
behaviour. The Economic Survey chose to 
ignore these; it instead sought an inquiry 
into the methodology. We propose to raise 
these issues in this paper, though in a 
method of descriptive logic and not in 
terms of rigorous econometric exercises, as 
many of the behavioural issues or issues of 
even complex economic structure, in the 
absence of relevant data, are not amenable 
to such exercises. 

Section I below presents a review of the 
sectoral saving trends and raises certain 
methodological questions concerning the 
estimation of household saving in the 
form of financial assets. While many 
methodological questions have been raised 
in literature earlier, this note seeks tocxplain 
the implications, for household saving 
estimatHHi.ufponfolioinvestmemby foreign 
institutional investors (Fits) on (he Indian 
stock exchanges and of private transfers 
from abroad. Section If makes a review of 
the recent trends in capital formation. Finally, 
Section III attempts a brief comparison of 
India's saving and investment levels with 
those of a tew successful south-east Asian 
countries and makes an attempt to draw 
some lessons; it is these country experiences 
which bring out, in sharp contrast, the basic 
hindrances to stimulating domestic savings 
in India. 

1 

Review of Saving Trends 

Relative Stagnation 

As shown in Tables I and 2. the CSO's 
estimates of gross domestic saving (GDS) 
as percentage of GDP at current market 
prices (GDPm) have steadily declined from 
the peak of 23.7 per cent in I990-9lto 20.0 
per cent in 1991-92 and achieved a 
fractional rise to 20.2 per ooni in 1993-94. 
Over a longer period, the using ratio has 

exhibited a chequered behaviour (Graph A}. 

The country had once sorpired the •—g- 
of a high-saving nation, with tha gross 
domestic string to OOP ratio touching a 
ange of 21 ip 23 par at hctwsn 1976-77 


and 1980-81, that is, more than a decade and 
half ago (Tabic 1). This was followed by 
a period of six yean 1980-81 to 1986-87 
when the uving ratio hovered lower around 
18 to 20 per cent. Again, relatively high 
saving rates of 21 to 24 percent were attained 
towards the end of the previous decade 
between 1987-88 and 1990-91; since then 
the rate has slid downwards rather distinctly. 

Broadly, there have been two distinct 
phases in the behaviour of the domestic 
saving ratio. Until 1978-79. the saving ratio 
showed a rising trend but thereafter it has 
generally experienced a relative stagnation. 
Using log-linear equation system, it is found 
that (he compound rate of growth of domestic 
saving in absolute terms in the second period 
(1978-79 to 1993-94) at about 15 per cent 
per annum was higher than that of 127 per 
cent per annum in the lint period (I9S0-SI 
to 1978-79). But. when (he percentage Olio 
of saving to GDP is considered, the 
compound growth rate during the second 
period dips to a minuscule 0.24 per cent per 
annum as against near 3 per cent per annum 
in the previous period; the existence of a 
linear trend in the second period GD&GDP 
ratio is also duly questioned in the above 
formulation. The absence of any rising trend 
in the saving ratio in the second period is 
further reinforced when some measure of 
gross domestic saving in real terms' is 
considered for this purpose (Graph BV 

Ecooometric exercises have sought to 
explain aggregate saving behaviour 
primarily in terms of real income, though 
a host of other factors such as inter¬ 
sectoral distribution of national income, 
terms of unde between scoots, inflation 
me. some assumed rate of itneran. and even 
institutional (acton such as the spread of 
bank branches, have been found to he 
influencing total domestic saviag(Majan»tor 
<t al 1980J. 1 But a more appropriate insight 
into saving (rente can only he obtained at 
a disaggregated, sectoral JeveL In this 

respect,-the tw o s ecto r da re ific a ttoa 

into private and pubbe sector uriigt to 
has been proposed in die latest Ecannwic 
Survey ap p ear s distinctly inadnqntoe. 
Instead, the traditional three-sector 
ciassificatioa into hou s eh ol d , private 

vMpww mi pwHc Ncvii tt ccnMvjr 

■ore itl narinn ia g . This h not to daisy the 
fact, as it was porined oaths aa eartfer mdy 
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Guam A: Gross Domestic Savmo: 1930-91 id 199344 
(Original Series and Thre-Yearly Moving Avenges) 


Omsk & Savmo Tims w Norms, am Bast 
198041 w 199344 
(Per Cent of Respective GOP) 



[Shetty 1990A], that to a significant extent 
then are inter-sectoral transfers and 
subsidisation as between the household 
sector, on the one hand, and private corporate 
and public sectors, on the other. The losses 
of public administration, for instance, may 
emanate from substantial subsidisation of 
household incomes and expenditure streams 
by the government; the private corporate 
sector is also said to be subsidising the 
expenditure streams (and hence the savings) 
of the household sector in a variety of ways. 
The two-sector classification can handy be 
helpful in seeking an insight into the saving 
trends. 

The sectoral saving behaviour of the 
1980s exhibits certain distinct trends in the 
above respect. During the whole of the 
decade up to 1990-91, while household 
sector and private corporate sector savings 
experienced uptrend, public sector savings 
fell rather steadily. In the post-reform 
period, while the public sector has 
continued to suffer an erosion in its saving, 
and the private corporate sector a further 
recovery, household savings have suffered 
a severe setback The household sector 
saving to GDP ratio had reached the peak 
of 20 per cent in 1990-91 bat fell to 13.9 
per cent by 1993-94 and the public sector 
raving ratio was! JO per cent in 1990-91 and 
2.1 par cent in 1991-92 but fell to 0.2 per 
cent ia 1993-94. However, during the same 
thre e - yea r period, rite saving rate of private 
corporate sector, switch had improved from 
about 2.0 per cent to 2,7 per cent in the 
second half of the 1980s, rose further to 4.0 
per cent by 1993-94. 

k. H 


The focus of this paper is essentially on 
a few estimations! issues concerning 
household saving rad on the household 
saving behaviour. Nevertheless, a few 
observations on the behaviour of savings of 
public and private corporate sectors as a 
prelude to the study of household sector 
saving are in order 

Dissaving by Government Administration 

There is no doubt that constant erosion 
in public sector saving has contributed a 
great deal to the relative stagnation in 
aggregate domestic saving in the country. 
As may be sera in Table 3, a major cause 
for the rapid decline in the ratio of public 
sector saving in turn has been the 
mindboggling amounts of revenue deficits 
of the central and slate governments and 
consequently dissavings by the go ver nment 
administration. These dissavings, particularly 
(hiring the second half of the 1980s, reflect 
a complex set of factors - inadequacy of 
resource mobilisation, vast tax concessions 
given in the face of the rgeent fiscal 
adjustment programmes, rapid increases in 
sabsidies and their inequitable distribution, 
growing interest burden, quantum jump in 
defence expenditure in the mid-1980s, and 
the persistence of a high-level of 
administrative expenditures. The rising 
proportion of total government expend i t ure 
earmarked for tev,- ,ue account as 
distinguished from capital account has also 
contribetodtothesedisssviflgifFartberair 
of special interest groups influencing 
government expenditure pan win, see |tao 


and Sen (1993). Also, on state finances, see 
Bagchi. Bajsj and Byrd (1992)]. Besides, 
the needs of the administrative dep a rt m e n ts 
for consumption of fixed capital it also 
sizeable, thus contributing to a further 
widening of their net dissavings (cal 3 ai 
Table 3). There ia no gainsaying that i 
significant proportion of interest payments, 
fiscal concessions and subsidies would 
have gone to subsidise the income and 
expenditure streams of the household 
sector. 

To an extent, there have been increase! 
in the ravings of departmental aa well m 
non-d epar tments! enterprises in yoss term, 
but these have to be related to their ravin* 
potential after taking into account s 
reasonable return on their capital employed 
Amongst the depar tm ental enterprises, the 
communications sector has made a positive 
contribution to ravings {see Table 214 is 
Government of India 1993]. Otherwise da 
'railways, posts and other de p a rtment s! 
enterp ris es such as the oper ati o n of gover¬ 
nment’s irrigation system, ordnance 
factories, priming p rel a w , milk 
schemes, etc, have all Med to 
enough savings even for the requireineesi j 
of their own fixed ca pit a l conawnpra*] 
Amongst other factors, their failure 
recover war coats in public sendees 
been known to be endemic (k 
Roo 1991). Similarly, tfcae 

amiojuat araagstoi 
savings enough to p rovid e i 
consumption of fixed capital, The 
aweprisra areals 
for their grew 
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□ Total HH Savings 

+ HH Savings in FA 0 HH Savings in PA 

nanated from public corporations in the latest period ranging from 1.4 to 1.8 per cent 
nancial sector with the nbn-financial of GDP (Table 2) has been historically the 
iterprites as a group persisting with their highest. 

rge dissavings after providing for Interestingly, the post-reform period has 
:predation. In earlier years, public sector been the one when the manufacturing sector 
I companies were generating significant in India, as also the financial system, faced 
rpluses, which have also dwindled to low severe recessionary conditions as a result of 
vels in recent yews. The issues concerning' stabilisation and structural adjustment 
e inadequacy of rates of return on capital programmes. Even so there has been an 

vested in public enterprises, their improvement in corporate profitability and 

nductive efficiency and profitability are savings but it has not been entirely attribut- 

:yond the scope of this study. able to improvement in operating profits 

A general observation which can be made generated from manufacturing and other 

ith certainty ia that without a fundamental primary activities. As may be seen in 

iradigm shift in the overall society's Table 4, gross profits as percentage of 

titude in favour of disfavouring sales have not shown any remarkable rise; 

>nspicuoua consumption and promoting in fact, gross profits is percentage of capital 

3am Smithian frugality and accumulation, employed have suffered a setback during 

ere attempt to produce more saving at the the last three yean, 
iblic sector level, in particular by Rapid increases in ‘other income' and 
•vemment admi ni st ra tion, justifiable as it non-operating surpluses, on the one band, 
■doubtedly is, may nevertheless adversely and reduced incidence of depreciation, 
Fret household disposable incomes and in interest and other financial expenses, and 

m household saving. corporation tax, on the other, have all 

combined to produce a quantum jump in 
Improved Cobporatb Savings profits retained (i e, savings) particularly in 

1993-94. Some of these add ition al so u rces 
The private corporate sector has shown a of profit such as reduced tax burden, as aiao 
Brificant i mp ro v ement in its saving ratio lower depreciation provision and interest 
Hk moat mom period. The rate ringing cost, arise out of liberalisation policies and 
^3104 percentage points attained during hence they may continue but the soMrceahkc 
c past three years has been historically the 'other income'art Indy mastery in nature; 
best for the corporate sector. Even after the latter have contri b u te d a grant dad to 
‘owing fbr a growing amount of provision the recent spun 'in corpora te profits. Bar 
r rapttsl coaoumptioo, the net saving ratio imtance. In respec t of the sample of 503 
die privaae c orporate sector during (ha tDSl- ftn sn rwl companies, over 72 par cant 


of the incremental retained earnings 
bet we en 1990-91 and 1993-94 have come 
from the increase in ‘other income' during 
the period; in the case of ICICI sample, it 
is 68 per cent and. for the CMIE sample, 
it is 51 per cent On the whole , it cannot 
be said that the corporate sector has begun 
a phase erf higher savings and improved 
internally-generated funds. 

Again, to an extent the recent improvement 
in corporate savings, in a static sense at any 
rate, is attributable to the low of revenue by 
the government because of the reduced 
incidence of corporate taxation. In the case 
of the said IDBI sample of companies, the 
gain in reduced tax provision for the 
companies due to the reduction in the 


Tasue I : Tassos m Gsou Domestic Saving 


Yew 

(1) 

Gross GDP as Savings 3-Yearly 
Domestic Curran Ratio Moving 
Savings Market 12/3) Averages 
Prices 

(2) (3) (4) (5) 

(Rs Crorc) (Per Cent) 

1950-51 

975 

9366 

10 41 


1951-52 

1005 

9966 

1008 

958 

1952-53 

806 

9774 

8.25 

X 36 

195*54 

922 

13638 

6.76 

849 

1954-55 

1054 

10073 

10.46 

10.39 

1955-56 

1430 

10258 

13.94 

I2J0 

1956-57 

1599 

12217 

13 09 

1263 

1957-58 

1370 

12598 

ld87 

II 33 

1958-59 

1409 

14034 

1004 

10.9$ 

1959-60 

1765 

14793 

11.93 

II 57 

1960-61 

2063 

16201 

12.73 

12 2* 

1961-62 

2093 

17177 

12 18 

12.77 

1962-63 

2476 

18476 

1340 

12.96 

1963-64 

2826 

21237 

1.3.31 

13 12 

1964-65 

3135 

24765 

1266 

13 49 

1965-66 

3791 

26145 

'750 

14 <4 

1966-67 

4514 

?V57I 

15 26 

14.25 

1967-68 

4497 

34611 

1299 

1369 

1968-69 

4697 

36674 

12 81 

1359 

1969-70 

6044 

40.387 

1497 

1450 

1970-71 

6783 

43163 

1571 

15.64 

1971-72 

7504 

46257 

1623 

15.77 

1972-73 

7833 

51005 

1536 

1666 

1973-74 

11432 

62007 

18 44 

17 06 

1974-75 

12726 

73235 

17.38 

1826 

1975-76 

14928 

78761 

1895 

19 19 

1976-77 

I8Q30 

84894 

21 24 

2042 

1977-78 

20230 

96067 

2106 

21 82 

1978-79 

24138 

104190 

23.17 

2194 

1979-80 

24698 

114356 

2160 

2196 

198041 

28786 

136013 

21.16 

2065 

1981-82 

31597 

159760 

19 78 

1997 

198243 

33774 

178132 

1896 

19.22 

198344 

39294 

207569 

18.93 

1*71 

198445 

42178 

231343 

18.23 

1699 

1985 86 

$1933 

262243 

>980 

1891 

1986-87 

5480) 

292949 

1671 

I9 60 

194748 

69631 

333201 

20.90 

20.36 

198449 

85275 

3957*2 

2155 

215* 

1949-90 

101970 

456902 

22J2 

mi 

1990-91 

126793 

535517 

23.66 

2392 

1991-92 

142029 

616061 

2.305 

22.25 

1992-93 

140635 

709829 

20.01 

2t 07 

1993-94* 

15848$ 

786355 

20.16 
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Honour 

doesn t come easy 

It takes 188 years 
toeamit 


Euromoney, die well-known international 
business publication, has recently cited State Bank as 


die ‘Best Bank in India’ for 1994. * 

j. “ 'viLWvAF-* 


^ r * 


That's one of State Bank's many 
achievements. ^ 4 ' 


However, what matters 
most to State Bank is *v* 

the honour bestowed 
by the people. 

Because it 
has listened • 
to the 
heartbeat 
of India for 
188 years. 






incidence of tuition between 1990-91 and 
1993-94 worked out to nearly 40 per cent 
of the sample companies’ retained earning* 
in 1993-94 (estimated on the assumption 
that tax provision as percentage of profits 
before tax remained unchanged between 
1990-91 and 1993-94); such benefits have 
been seen in all sample groups. 

Household Saving 

A remarkable aspect of the behaviour of 
total household saving ratio has been its 
long-term upward trend (see Graph C). 
However, the ratio is also known for quantum 
jumps during a cluster of years followed by 
prolonged stagnation; it Happened during 
the second half of the 1970s when the house¬ 
hold saving to PDY ratio jumped from about 
13 to 14 per cent during the mid-1970s to 
around 19 to 21 per cent during the last three 
years of that decade ending 1980-81; there¬ 
after for about six years up to 1986-87 it 
remained at around 16 to 18 per cent (sec 
Table 3). It was followed by a dramatic 
improvement during the second halt of the 
1980s when the ratio steadily went up Irom 


17.8 per cent of PDY in 19*6-87 to 24.9 
percent in 1990-91. Again, there has 
occurred a steady fail in the ratio to 19.3 
per cent ib 1992-93 and to 19.9 per cert in 
1993-94 - the levels that prevailed more than 
15 years ago towards the end of the 1970s. 

The fluctuating nature of household 
saving and hence the total gross domestic 
savings (GDS) ratio is reflected in the 
phase-wise behaviour of average and 
marginal propensities to save, as depicted 
in Table 6. The incremental GDS/GDPm 
ratio was 15.9 per cent during the period 
1981-82 to 1986-87 and shot up to 30.2 
per cent during the next four-year 
period 1987-88 to 1990-91 but again fell 
to 12.9 per cent during the last three years 
1991-92 to 1993-94. This trend is greatly 
influenced by a similar behaviour seen in 
household sector saving. Marginal 
propensity to save of the household sector 
with respect to personal disposable income 
(PDY) has dropped to an unusually low 
level of 9 per eenl during (he latest period 
from 34.2 per cent in 1987-88 to 1990-91 
or from 15.2 per cent during the period 
1981-82 to 1986-87. 


Amongst the two components of household 
savings, it is the quantum jump and 
subsequent declines in physical assets 
formation that are responsible for a similar 
behaviour in total household savings, with 
household savings in the form of financial 
assets exhibiting a steady uptrend (Graph Cj. 
Household sector's marginal propensity to 
save in physical assets with respect to PDY, 
was niggardly in the first period at about 2 
per cent, while in the last period it was 
negative at (-) 8.2 percent. However, in the 
middle period there was the experience ol 
a significant positive marginal propensity 
to save in physical assets at 22 per cent. 
The average propensity of the household 
sector to save in financial asstts rose from 
8.7percentin 1980-81 to 1986-87 to about 
10 per cent in 1986-87 to 1990-91 and 
further to 11.7 per cent dunng the latest 
period 1991-92 to 1993-94; in incremental 
terms, the household propensity dunng the 
first two periods was at about 11.5-13 per 
cent and it rose to 17.9 per cent in the latest 
period. 

How real is the upward trend in the ratio 
of household sector saving in financial 


Tasi.e 2 Estimates or Domestic Saving uy Sectoss 


Year 


Cross Domestic .Savinas 

Consumption of Fixed Capital 

Net Domestic Savmjrs 


Household Private 
Sector Corporate 
Sector 

(1) (2) 

Public 

Seclor 

<3> 

Household 
Toial Sector 

(In-2+3, 

(41 (5) 

Private 

Corporate 

Sector 

(6) 

Public 

Sector 

t7) 

Total 

(5+6+7) 

(8) 

Household 

Sector 

(9) 

Private 

Corporate 

Sector 

(I0» 

Public 

Sector Total 

(9+IO+I1) 
(II) (12) 






Amount (in rupees 

crore) 






1980-81 

21848 

2284 

4654 

28786 

5492 

1700 

4895 

12087 

16356 

584 

-241 

16699 

11981-82 

21847 

2496 

7254 

31597 

6600 

2001 

5858 

14459 

15247 

495 

i.396 

17138 

1982-83 

23044 

2908 

7822 

33774 

7566 

2340 

6980 

16886 

15478 

568 

842 

16888 

1983-84 

29341 

3172 

6781 

39294 

8.391 

2782 

8056 

19229 

20950 

390 

-1275 

20065 

1984-83 

31705 

3947 

6526 

42178 

9487 

.3196 

9408 

22091 

22218 

751 

-2882 

20087 

1985-86 

38158 

5318 

8457 

51933 

10918 

3931 

11.388 

26237 

27240 

138 7 

-2931 

256% 

1986-87 

41587 

5212 

8002 

54801 

12106 

4619 

13098 

29823 

29481 

593 

-5096 

24978 

1987 88 

56618 

5790 

7223 

69631 

1342) 

4992 

14928 

33341 

43197 

798 

-7705 

36290 

1988-89 

68443 

8731 

K101 

85275 

15324 

6044 

17553 

38921 

53119 

2687 

-9452 

46354 

1989 90 

82747 

11800 

7423 

101970 

16848 

7287 

20864 

44999 

65899 

45(3 

-13441 

56971 

1990-91 

106914 

14443 

5436 

126793 

19093 

8686 

23785 

51564 

87821 

5757 

-18349 

• 75229 

IV91-92 

109804 

19490 

12735 

142029 

22566 

10909 

28800 

62275 

87238 

8581 

-16065 

79754 

1992-93 

108938 

20804 

1089* 

140635 

25081 

14129 

.33055 

72265 

83857 

6675 

-22162 

6*370 

1993-94* 

125396 

31153 

1944 

158493 

26837 

16923 

36309 

80069 

98559 

14230 

-34365 

78424 





Percentages to GDP at Current Market Prices 





1980-81 

16.1 

1.7 

3.4 

21.2 

4.0 

1.2 

3 6 

8.9 

12.0 

04 

-0.2 

12 3 

1981-82 

13 7 

1 6 

4.5 

19 8 

4 1 

1.3 

3.7 

9.1 

9 5 

0.3 

09 

107 

1982-83 

12.9 

1.6 

44 

19 0 

4 2 

1.3 

3 9 

9.5 

8.7 

0.3 

0.5 

9.5 

1983-84 

14.1 

1.5 

3.3 

18.9 

40 

1 3 

3.9 

9.3 

tot 

02 

-0.6 

9.7 

1984-83 

13.7 

1.7 

2.8 

18.2 

4.1 

1 4 

4 1 

9.5 

9.6 

0.3 

1.2 

87 

1985 86 

14.6 

2.0 

3.2 

19.8 

4.2 

1.5 

4.3 

10.0 

t04 

0.5 

-1 1 

9.8 

1986-87 

14.2 

18 

27 

18.7 

4.1 

1.6 

4.5 

10.2 

101 

02 

-l 7 

8.5 

1987 88 

170 

1.7 

2.2 

20.9 

4.0 

1.5 

4.5 

10.0 

13.0 

0.2 

-2 3 

109 

1988-89 

17.3 

2.2 

2.0 

21.5 

3,9 

1.5 

4.4 

9.8 

13.4 

0 7 

-2.4 

117 

1989-90 

18.1 

2.6 

1.6 

22 3 

3.7 

16 

4.6 

9.8 

144 

1.0 

-29 

125 

1990-91 

20.0 

2.7 

1.0 

23.7 

3.6 

1.6 

4.4 

9.6 

16.4 

1 1 

-34 

14.0 

1991-92 

17.8 

3.2 

2.1 

23 t 

3 7 

1.8 

4.7 

10.1 

142 

1 4 

-26 

129 

1992-93 

15 5 

30 

IS 

20.0 

36 

2.0 

4.7 

103 

119 

09 

-3 2 

9.7 

1993-94* 

15,9 

4.0 

02 

20.2 

3.4 

2.2 

A6 

10.2 

12.5 

it 

-44 

160 


*n...-s hiai' 

l * n,e ' Swatt ih s ai p u lw in twah we due In data obtuncd from two <Wsw« i — rai 
"wren: (I) Central Statistical Organisation (1994.1995); (H) Government of Mu (1995) 
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assets? This bus prated many a scholar. 
Mibir Rakshit (1982 and 1983), Mqjumdar, 
Venkmachalam and Rpghavachari (1980), 
and Sbctty and Mcnon (1980), have all 
raised this question in the past and found 
that the household financial savings were 
exaggerated due to certain extraneous 
developments such as the bunching of 
financial asset growth due to procurement 
of agricultural commodities and the foreign 
inward r e mi tt an ces. Amongst them, Rakshit 
(1982 and 1983) was the one to question the 
methodology of estimation; he raised a 
number of issues such as the bunched year- 
end numbers giving rise to exaggerated 
increases in monetary assets, etc. 

A new development that has implication 
for saving estimation relates to sizeable 
portfolio investment by foreign institutional 
investors (Fils) in the Indian stock 
exchanges. Besides, though the impact of 
inward remittances has been discussed in 
literature, its impact (hiring the past three 
years had acquired an additional dimension 
That is, on account of the significant 
depreciation of the currency during this 
period, the rupee counterparts oftheseforeign 
exchange inflows have registered a quantum 
jump, with the amount of gross private 
transfers galloping from Ki 3.737 crone in 
1990-91 toRa9,419crorein 1991-92 which 
finally touched Rs 12,000 crore in 1993-94 
(Table 7). Assuming that the recipients of 
these foreign private transfers do net 
generally have any significant foreign 
exchange liabilities to be met, the benefits 
of higher rupee value due to depreciation of 
the currency would be wholly derived by 
the recipients (except for domestic price 
increases due to depreciation of the rupee). 

Financial and Physical Assets 

Conceptually, household saving in 
financial assets is in net terms. that is, gross 
financial assets net of the sector’s financial 
liabilities. Statistical exercises indicate that 
there isa close positive correlation between 
household investment in physical assets 
and increases in household financial 
liabilities.* This is understandable because 
in reality household investment is 
financed by household borrowings from 
banks and other financial institutions to a 
sizeable extent. This happens in turn 
because the household sector embraces a 
heterogeneous set of institutional 
categories, namely, individuals, aH non¬ 
government, non-corporate enterprises like 
sole proprietorships and partnerships 
ownedfcootroded by individuals, and trust 
bodies and MMrofit institutions which 
reader health, cultural, re¬ 

creational and safer social and community 
services to ho smt rolds [CSO 1989). WUJe 
a preponderant part of the household 
, borrowings from banks and financial 




institutions is undertak en by unincorporated 
enterprises and farm household*/ the 
household saving in financial assets is 
predominantly undertaken bywh*t may be 
called the pure bouaeboids. 

Banking and savings data suggest that 
under the impetus of priority sectoradvsnces, 
particularly tor agriculture, small-scale and 
other informal sectors, the institutional 
lendings in favour of the household sector 
got an impetus,’ and for more than a decade 
between 1978-79and 1990-91, the liabilities 
incurred by the household sector have shown 
a quantum jump and ruled in a range 2 to 
3 per cent of GDP at current market prices 
during the whole period. Such financial 
liabilities, which have helped to augment 
household saving in the form of physical 
assets, have correspondingly reduced the 
size of household saving in financial assets 
during the same period. 

Contrariwise, during the past three years 
of the post-reform period, the Increases in 
household financial liabilities have been 
relatively low at about 1.3 per cent of GDP, 


which tofieeted a distinctly to*: 
assets formation during the : 
relatively lower growth in h 
liabilities implied a correapond i n 
estimation of household savin 
financial assets (for details, see 
There are thus for the househo 
significant offsetting move met 
saving in the form of financial.. 
that in the form of physical i 
concrete example of the offsetti 
ments between household final 
physical assets formation as a ret 
fluctuations in household bom 
found in the year 1993-94. In thai 
ratio of household saving infinan 
to GDP registered a jump from 7. 
in 1992-93 to 10.3 per cent but 
accompanied by a slippage in 
liabilities from 2.5 per cent to 1.< 
of GDP-and simultaneously 
reduction in the ratio of householi 
assets formation from 7.7 per cent 
cent. There was a similar pheno 
1991-92 . the first year of the sta 


Tails 3: Public Seems Saving by Institutional Catbqomes 


Government Departmental Non-Depall 

_ Admumtrabon _ Entcrnrires _ _ Entered 

Year Groat Consnmp- Net Grata Coonunp- Net Grass Consul] 
Domestic non of Saving Domestic cion of Saving Domestic lion a 


0) 

Saving 

(2) 

Fixed 

Capital 

(3) 

(4) 

Saving 

(5) 

Fixed 

Capital 

(6) 

(7) 

Saving 

(8) 

Fixe< 

Capita 

(9) 




Amount (in rupees crate) 



1980-81 

2559 

764 

1795 

245 

1461 

-1216 

1850 

267( 

1981-82 

3767 

925 

2842 

334 

1734 

-1400 

3153 

3195 

1982-83 

2896 

1132 

1764 

624 

2050 

-1426 

4302 

3791 

1983-84 

1201 

1323 

-122 

678 

2302 

-1624 

4902 

4431 

1984-85 

-315 

1578 

-1893 

732 

2664 

-1932 

6109 

5166 

1985-86 

-474 

1940 

-2414 

1419 

3190 

-1771 

7512 

625: 

1986-87 

-2400 

2264 

-<664 

1494 

3474 

-1980 

8908 

736C 

1987-88 

-5384 

2623 

-8007 

2077 

3851 

-1774 

10530 

84St 

1988-89 

-7748 

3049 

-10797 

2519 

4463 

-1944 

13330 

10041 

1989-90 

-11659 

3537 

-15196 

2999 

5205 

-2206 

16083 

1212 

1990-91 

-14977 

3930 

-18907 

3663 

5653 

-1990 

16416 

14203 

1991-92 

-12860 

4846 

-17706 

4364 

6578 

-2214 

19236 

17536 

1992-93* 

-13608 

5349 

-18957 

4979 

7494 

-2515 

19522 

20315 

1993-94* 

-29631 


.. 

8540 



23035 



As percentage of ODP at Comm Market Price* 


1980-81 

1.9 

0.6 

14 

02 

II 

-0.9 

14 

10 

1911 -82 

2.4 

0.6 

14 

02 

l.l 

-0.9 

2.0 

2.0 

1982-83 

1.6 

06 

1.0 

04 

11 

-0.8 

44 

11 

1983-84 

05 

04 

-0.1 

0.3 

l.l 

-04 

2.4 

1 

1984-85 

-0.1 

0.7 

*04 

04 

14 

-04 

46 

2.2 

1983-86 

-04 

0.7 

-0.9 

04 

14 

-0.7 

• 2.9 

1. 

1986-87 

-04 

04 

-14 

05 

14 

-0.7 

3.0 

1.. 

1987-88 

-1.6 

04 

-14 

0.6 

14 

-0.5 

34 

13 

1988-89 

-2.0 

04 

-17 

04 

1.1 

-05 

3.4 

13 

1989-90 

-24 

0.8 

-3.3 

07 

l.l 

-05 

3.5 

17 

1990-91 

-24 

07 

-35 

0.7 

l.l 

-0.4 

3.1 

17 

1991-92 

-2.1 

04 

-2.9 

0.7 

t.t 

-04 

3.1 

24 

1992-93* 

-1.9 

04 

-17 

0.7 

l.l 

-0.4 

11 

1. 

1993-94* 

-34 

.. 

.. 

1.1 

„ 

*• • 

2.9 
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Table 4: Recent Trends in ConroRATE Sector's Financial 
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Nagarjun 


Performance 
beyond promise 

the way of life at 
NFCL. 



ertilizers 



YEAR-ENDED 


i 31.03.1995 

S (Projections 

\ Particulars 31.03.1995 as per Prospectus 31.03 1994 

I of 28.09.1992) 




843.14 

428.71 

00651 i 


■Ikmv 

Other Income 

Total Expenditure 

Interest 


19.82 

489.44 

131.57 

143.55 

131.07 

3.07 

270.35 

14251 


swovv 

281JS 

152.09 

19*72 

r 1 i . 

Depreciation 

Provision for Taxation 


69.06 

68 13 

68.86 



1MJ8 

8398 

■ *27** ■; 

Paid-up Share Capital 
Reserves excluding 
Revaluation Reserves 


330.93 

306.37 

305.22 

326.95 

170.08 


•Mm 


i t The Board o< Owector* ha* recommended a dividend ol 18S for the year-ended 31 03 1995 

2 Tha atwva Audit ad Financial Result* ware taken on record by the Board ot Director* at its Meeting hatd on 
f April ZB, 1906 

Place: Bombay A 8 RAJU 

i Date : April 28.1995 Vice aiiMTiiiTTilr*T-lit '-flij-piii 

\ ■ ■apppBWRWMBpg* wmm 1 1 * 1 m wm&^*m!**** 



Nagarjuna Fertilizers and Chemicals Limited 

Nagarjuna Hite, Hyderabad-500 482 (A.P.) 


Serving society through industry 


i ■ • 
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pro g ramm e when the RBI's credit policy 
was vay re s tri c ti ve end bents, — » result, 
contracted their tending activities (Table 9). 

Is Rise w Hnancial Saving Real? 

As said earlier, in the otherwise 
depressing savings scenario of the past 
throe years, there is an apparent silver lining 
in that the gross financial ravings of the 
household sector have shown a quantum 
jump, more pointedly in the year 1993-94. 
As explained earlier, estimated savings in 
the form of net financial assets of the 
household sector as percentage of GDP 
have risen from 7.8 per cent in 1992-93 to 
10.3 per cent in 1993-94 or as percentage 
of disposable income from 9.8 per cent to 
12.8 per cent. Disaggregated data on van out . 
types of financial assets, as presented in 
Table 8 combined with some insight on 
foreign inward remittances (Table 7) as well 
as on monetary data, however, provide a 
different clue. Some relevant aspects of 
monetary data are reproduced in Table 10. 

From these data, it is clear that a 
substantial part of the increase in household 
saving in the form of financial assets 
(gross) in 1993-94 was due to increased 
household holdings of currency and bank 
deposits which in turn arose from the 
Reserve Bank of India’s purchases of 
foreign currency assets from the banking 
system. RBI’s foreign exchange assets 
bulged by Rs 28,775 crone in 1993-94 
against a rise of Rs 3,726 crore in 1992-93. 
As the monetary situation of the year 
indicated, this was essentially the factor 
that contributed to an expansion in currency 
and also to an extent in bank deposits in 


1993-94 which, as « result of the 
m a th odOteg y of e t iolation of housebote 
saving, got re flec te d in higher ho useh old 
uvtng in die form of these very financial 


A brief word on the methodology of 
household raving estimation is in order at 
this stage. Conceptually, saving of the 
household sector, rep re sent i n g the balancing 
item oo its income mid outlay account, 
should be equivalent to the sector’s current 


income, over current expenditure {C$0 
1989and United Natioosl968]. Since direct 
data on household raving as excess of 
current income, over current expenditure 
are not available on an annual basis, the 
same are estimated by an indirect method 
That is, by deducting from the economy- 
wide total the estimates of public and private 
corporate sectors, the household sector 
share is deduced as residual savings in 
physical assets formation and in financial 


Tabu 6: Maksnai. and Avbraob PnoreNsmss to Savb in Inwa 


(In Percentages) 


GDS/ HHS/POY FA/PDY PHA/PDY GDS/ HHS/PDY FA/PDY PHA/PDY 
GDPm GDPm 

(2) (3) (4) (5) (6) (7) (8) (9) 


1981-82 

11.84 

- 0.01 

5.83 

-5.84 

19.78 

16.77 

7.38 

9.39 

1982-83 

II. 85 

9.21 

24.04 

-14.83 

18.96 

16.08 

8.89 

7.19 

1983-84 

18.74 

23.75 

2.09 

21.66 

18.93 

17.28 

7.83 

9.45 

1984-85 

12.14 

12.64 

24.52 

-11.88 

18.23 

16.82 

9.48 

7.33 

1985-86 

31_57 

31.30 

3.20 

28.10 

19.80 

18.25 

8.86 

9.38 

1986-87 

9.34 

14.19 

19.85 

-5.66 

18.71 

17.82 

10.00 

7.82 

1987-88 

36.84 

46.13 

10.69 

35.44 

20.90 

21.29 

10.09 

11.21 

1988-89 

25.00 

24.11 

0.64 

2X52 

21.55 

21.73 

8.61 

12.97 

1989-90 

27.32 

28.97 

20.46 

0.80 

22J2 

22 71 

10.22 

11.32 

1990-91 

31.58 

37.52 

14.12 

29.41 

23.68 

24.94 

10.81 

14.04 

1991-92 

18.92 

4.61 

25.01 

-12.50 

23.05 

22.35 

12.62 

10.65 

1992-93 

-1.61 

-1.20 

-9.77 

2.27 

20.01 

19.33 

9.75 

9.58 

1993-94# 

21.38 

24.22 

3853 

-14.31 

20.16 

19.86 

12.85 

7.01 

Average far the period: 
1981-82/ 

1986-87 15.91 

15.18 

13.26 

1.92 

19.07 

17.17 

8.74 

8.43 

1987-88/ 

1990-91 

30.18 

34.18 

11.48 

22.04 

22.11 

22.67 

9.93 

12.38 

1990-91/ 

1993-94 

12.90 

9.21 

17.92 

-8.18 

21.07 

20.51 

11.74 

9.08 


Nous: HHS: household savings; PHA household savings in physical assets; FA: household savings 
ia financial assets; GDS: grots domestic savings: GDPm: gross domestic product at current 
market prices; PDY: personal disposable income. 


Tams 5; Household Sacmn Saving as PsacsrTAoes or GDP at Cument Puces ano Peesonal Dbtojabls Into** 


Household Sector 
Savings 
(Rupees Crore) 


Household Sector 
Savings as Per Cent 
of GDP at Current 
Market Prices 


Household Sector 
Savings as Per Cent 
of Personal Disposable 
Income 


GDP at Personal Income 
Current Dispoe- from 
Mariet able Agricul- 
Priccs Income turn in 


Ratio of Ratio of 
PDY to Agricultun 
GDP Income» 
(12 as Total GW 
Petcen- at Factor 



,» Quick ettiaMss 

Source Govenifueul ef India (1995); and various issues of NAS. 
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anon. If, in a given year, currency or 
bank depoaiu rapidly expend due to some 
extraneous reasons, other things remain¬ 
ing the same, the household savings in 
financial assets expand (as the bulk of such 
financial assets are held by the household 
sector). 

Reverting to the special features of 
1993-94, there should be nothing unusual 
about the ebb and flow of monetary 
expansion giving rise to increased house¬ 
hold saving in financial assets as ordinarily 
such increases in financial assets (combined'' 
with physical assets formation) are expected 
to reflect the excess of current income over 
current consumption. Likewise, growth in 
the country’s foreign assets contributing to 
monetary expansion and in turn augmenting 
house held holding of monetary assets, other 
factors given, should be a normal feature of 
any economy. Also, the holding of monetary 
assets by households is essentially based on 
their portfolio choices [Rakshit 1983]. But 
the developments on monetary and savings 
fronts in 1993-94 (and even in 1994-95) 
stand on a different footing. In that year the 
xirtfolio investment by Fils alone exceeded 
Rs 5,200 crore (Table 11), which have a 
special implication for the estimation of 
household savings in financial assets. While 
the details are explained in a subsequent 
paragraph briefly, it should be clarified that 
inflows under portfolio investment con¬ 
stitute foreign savings (and they are treated 
as such) which go to finance domestic 
capital formation; in no case should they, 
at first remove, go to augment domestic 
savings. 

In the sample period under study; the year 
1993-94 has been singled out because of the 
sudden nature and large sizeo/FIIs' portfolio 
investment in that year with significant 
impact on household saving (though, as 
explained later, difficult to estimate). It 
must be clarified that suddenness or size 
of inflows should not clutter the basic 
conceptual or estimations! issue raised in 
this note. Apart from Fils’ investments, as 
stated above, there has been a long-standing 
question of the impact on household 
saving arising from the fairly sustained 
levels of private transfers from abroad 
which is true of the entire decade and a half 
from 1977-78/1978-79 onwards (data died 
in Table 7) - a period in which household 
savings in financial assets as proportion of 
personal disposable income has shown a 
noticeable rise. When allowance is made for 
*uch private transfers the existing estimates 

household financial raving get reduced 
' y about 1 to 1.5 percentage points in relation 
to GDP or by about I to 1.9 percentage 
poinu In relation to household personal 
disposable income. The conceptual issues 
involved in this phenomenon, and the 
implications for saving estimation, are 
detailed in the following par ag raphs. 


Pornnuo iNvanMBnr av Fils 

If company shares change hards amongst 
the resident individuals, there is no effect 
on household raving ta the form of financial 
assets as one indrvMoai buys from soother 
within the domestic economy. If any 
household entity sells company shares to a 
corporate body within the domestic 
economy, the household sector's dissaving 
in company shares is replaced by some 
other form of financial saving (either 
currency or bank deposits to begin with), 
though such secondary madcct transa c tio n s 
can be hardly captured in the existing 
estimations! procedures for household 
sector saving for want of balance sheet data 
for more recent years. In any case, 
conceptually as well as o p era ti onally, these 
transactions among resident entities do not 
go to augment the domestic economy's 
monetary assets and hence do not increase 
the size of household saving in the form of 
such assets; they only bring about composi¬ 
tional changes in household financial 
savings. 

The same cannot be said of the sale of 
company shares to Fils, whether in the 
secondary or primary market If individuals 
sell thicr holdings of shares and debentures 
to an FII, there is dissaving in company 
shares by the household sector which is 
swapped, at first remove, for another financial 
asset, ray currency or bank deposits; there 
is no additional saving on the pari of the 
household sector on this count (ignoring the 
implications of capita) appreciation in this 
transaction). But, the estimation procedure 
currently employed may give rise to two 
sources of overestimation of household 
savings. First, the household share in the 
estimated increase in financial assets, such 
as,currency and bank deposits, is very likely 
to have been overestimated. Secondly, the 
possible dissavings by households in their 
sale of shares and debentures to Fils do not 
appear to be getting captured in the present 
estimation procedure. Even if Fils purchase 
shares from corpora te bodies, there would 
be, at first remove, increases in, say, currency 
and bank deposits. With the use of historical 
ratios for apportioning household portion in 
these monetary assets, such increases may 
imply a rise in household saving in the form 
of those assets. 

As explained by CSO (1989) as also by 
Kumar (1995). on the basi s of historical dam 
•constant proportion of 0.93 is bemgappUed 
since 1985-86 to total currency with the 
public to derive as currency holdings of the 
household sector, thus suggesting that 93 
per cent of the increase ta currency with the 
public will always be assigned to the 
house h o ld sector. While it is hnpoeaibte to 
pinpotiat the part of dm tleoabte currency 
expansion in 1993-94 attttwtdUe to FUs’ 
portfolio invtaunusL, k ca nnot be denied 


that, in terms of balance toeet identities of 
the monetary sector, the currency exp a n sion 
during the year is explained to a great extent 
by the increase in foreign currency assets 
of the RBI as a result of the portfolio inflows. 
It doe* not mean that the society’s propensity 
to bold additional currency it necessarily 
influenced by that phenomenon. Instead, 
it may be such factors as large public 
sector procurement of food grams which 
may have induced additional currency 
holdings with the households,* or yield 
differentials on different assets or the level 
of inflation. Suffice it say, for the present, 
that any spill over of currency expansion 
due to portfolio investment by RIs and 
held by corporate and other ton-household 
bodies at float funds may have given rise 
to an over-estimation of household saving 
in currency. 

But the float funds are more likely to be 
held by corporate and non-household bodies 
in the form of bank deposits, an in atr u mera 
in which household saving also showed a 
large bulge in 1993-94 (Tables 8 and 10). 
Again, as ex pi anted in CSO (1989) and 
Kumar (1995), the estimation of household 
share in current, saving and fixed deposits 
is sepa rate l y derived on the basis of the 
results of the RBrtb*ennial(aMl now animal) 
sample surveys on composition and 
ownership of bank depoaits with scheduled 
commercial banks. This methodology 
should provide a fair estimation of 
household saying in deposits with 
commercial banks for the year far winch 
the survey results are available, and even for 
subsequent years as the composition of 
deposit ownership does not undergo in the 
normal course any significant Changes in 
the short-term of a year or two. The latest 


Tails 7: Size or Fomogn bnruto Tsmuui cm 
Phvats Account 
(Onus nufrn t> rapecs erne) 


Year 

(I) 

AauMmt 

«) 

AsFeamamgeof 
GOT POY 

(3) (4) 

1975-76 

454 

0l58 

0.72 

1976-77 

762 

0.90 

1.13 

1977-7* 

1108 

1.15 

1.42 

I97S-79 

1110 

1.07 

132 

1979-80 

1762 

1 54 

1.93 

1980-SI 

2137 

t -57 

1.89 

19*1-82 

2083 

130 

160 

1982-83 

1431 

1.36 

170 

19*3-84 

2648 

i.28 

156 

19*4-85 

2982 

1.29 

1 38 

1985-86 

2716 

1.04 

IJO 

19*6-87 

2991 

1.02 

1.28 

1987-88 

3533 

106 

1.33 

1988-89 

3869 

0.98 

123 

19*9-90 

3824 

0.84 

105 

1990-91 

3737 

0.70 

0.87 

1991-92 

9419 

1.53 

1.92 

1992-93 

1124 

1.16 

144 

1993-94 

12000 

4.53 

190 


W ” r: unSuto mmtknvS im 
for 1993-94 we taw was. 


1031 
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Continued diventfication. Our focus 
for the 21st century. 

We've set our sights on exploring 
newer visas that art bound to open up 
tn the future. Thanks to a collaboration 
with Daewoo Securities Lid., the largest 
securities company in South Korea. 
And Keystone Inc. a leader among 
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Mutual Funds in USA. 

And when you add to this die fact 
(hat our overseas office at ftongkong H 
already in operation. With other offices 
envisaged in Europe, USA, Middle East 
and the Asia Pacific, you get a pretty 
good idea of the extent of diversification 
possible, as we atm For the 21st century. 
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•iod forwttchtheralervirt purvey results 
ue is March 1992 which appear* to have 
a uaadaUo for March I993 7 and Match 
4. However, when special factors such 
he largp foreign exchange inflow and the 
isequential rise In financial assets 
rate, the historical proportions based 
survey results may not be valid. In 
•ect of the year 1993-94, there was 
hins in the macro-economic situation to 
terete about 37 per cent rise in household 
ring in the form of bank deposits. To an 
cnt. the unprecedented food procurement 
public sector agencies in 1992-93 and 
13-94 (both iuly-iune) and the build up 
additional stocks, also at much higher 
res than in the past, may have contributed 
the bulge in bank deposits. Even so the 
i that as per the bulking data, demand 
osits grew by 27.5 per cent in 1993-94 
i 14,819crorc against only Rs 2,168 wore 
1992-93) and time deposits growth 
xleratedto 16.4 per cent (against 19.4 per 


cent in die previous year) con fi rms that 
float funds associated with foreign 
exchange inflows and held by corporate 
bodies may have contributed a great deal 
to the bank deposit growth during die year. 
But the estimation procedure is such that 
such deposit growth would have tended to 
inflate household saving in die form of bank 
deposits. 

Apart from the possible over-estimation 
of household currency and bank deposit 
holdings, there is the second aspect of the 
over-estimation arising from the fact that 
any household sale of company shares and 
debentures to Fils should be treated as 
disinvestment and should be deducted 
from the normal rise in household saving 
in the form of company shares and 
debentures. Apparently, the HI operations 
in the Indian capita] market are not included 
in the existing residual method used for 
estimating the increases in the household 
holdings of shares and debentures [Kumar 


1995}. The household i nv e stm ent in shares 
and debentures of non-government 
companies is derived as a residual by 
subtracting the investment of financial 
institutions as well as inter-corporate 
investments as obtained from die flow of 
funds accounts of these institutions snd 
corporate sector-a methodology which 
suffers from many infirmities [Kumar 1995].* 
That apart, the non-inclusion of Fll 
purchases has meant that household 
disinvestment in shares and debentures 
has not been set off against the actual 
increase in the sector's holdings of other 
financial assets. 

To be candid, while we have pointed out 
the possible sources of errors in estimation 
of household savings in financial assets 
arising from Fils’ operations in the Indian 
stock markets, it is extremely hazardous, in 
the absence of relevant data, to provide any 
alternative estimation at this stage. A well- 
designed survey by an official agency done 


Table 8: Savings or the Household Sacro* in Financial Assets 
(At current prices) 


fib rmrrl 



1980- 

81 

1981- 

82 

1982- 

83 

1983- 

84 

1984- 

85 

1985- 

86 

1986- 

87 

1987- 

88 

1988- 

89(F) 

1989- 

90(F) 

1990- 

9I(P) 

1991- 

92(F) 

1992- 

93(F) 

1993- 

94* 

iron savings of the 
leasehold sector in 

12117 

13621 

16097 

18790 

23549 

2556! 

30758 

36106 

39958 

49120 

56856 

70857 

72189 

93495 

inandal assets (1 to 9) 

(8.9) 

(8.5) 

(9 0) 

<9.0 

00.2) 

(9.7) 

00.5) 

008) 

000 

00.8) 

00.6) 

015) 

OOJ) 

(11.9) 

Currency 

1625 

965 

2026 

2776 

2938 

2220 

3090 

4815 

4256 

7655 

6251 

8157 

6562 

13241 


(12) 

(0.6) 

0.0 

0.3) 

0.3) 

(0.8) 

0 0 

0.4) 

00 

07) 

0 2) 

05) 

(0.9) 

0.7) 

: Bank Deposits * 

5550 

5194 

6661 

7978 

9859 

10603 

13576 

14674 

14747 

14763 

16600 

20755 

25463 

34854 


(4.1) 

(3.3) 

(3.7) 

(3.8) 

(4.3) 

(4.0) 

(4.6) 

(4.4) 

(37) 

(3.2) 

<30 

(3.4) 

(3.6) 

(4.4) 

■ Non-banking deposits 

378 

894 

870 

1019 

960 

1423 

1704 

1326 

1580 

1885 

1352 

2307 

3478 

3183 


(0.3) 

(0.6) 

(0.5) 

(0.5) 

(0.4) 

(0.5) 

(0.6) 

(0.4) 

(0.4) 

(0.4) 

(0.3) 

(04) 

(05) 

(0.4) 

■ Life insurance fond ** 

915 

1037 

1235 

1376 

1556 

1779 

2168 

2589 

3423 

441$ 

5599 

7003 

7118 

8359 


(0.7) 

(0.6) 

(0.7) 

(0.7) 

(0.7) 

(0.7) 

(0.7) 

(0.8) 

(0.9) 

0 0) 

0-0) 

00 

0.0) 

(1-0 

Provident and 
pension fends 

2122 

2480 

2865 

3052 

3759 

4188 

5067 

6509 

7552 

9508 

II153 

12502 

14397 

15654 


(1.6) 

(t.6) 

(1.6) 

0 5) 

06) 

0-6) 

0.7) 

(2.0) 

09) 

(21) 

(20 

12.0) 

(20) 

(20) 

' Claims on government* 

712 

1784 

1243 

1976 

3107 

3413 

3211 

3680 

5478 

6758 

7942 

4904 

3763 

4096 


(0.5) 

01) 

(0 7) 

0.0) 

0.3) 

0 3) 

00 

tr.i) 

04) 

05) 

05) 

(0.8) 

(05) 

(05) 

Shares and 
debentures** 

412 

510 

646 

555 " 

762 

1394 

1245 

813 

1136 

2721 

4974 

6617 

7219 

8253 


(0.3) 

(0.3) 

t0.4) 

(0.3) 

(0.3) 

(0.5) 

(0.4) 

(02) 

(0.3) 

(0.6) 

(0.9) 

0.0 

0 0) 

0.0) 

: Units of UTI 

31 

114 

122 

222 

567 

$86 

943 

1196 

1427 

2179 

3438 

9087 

5612 

6545 

Trade debt (net) 

(0.0) 

(0.1) 

(0.0 

(0.0 

(02) 

(02) 

(0.3) 

(04) 

(0.4) 

(05) 

(06) 

0.5) 

(0.8) 

(at) 

373 

643 

429 

-164 

41 

-44 

-256 

504 

359 

-763 

-453 

-475 

-1423 

-690 


(0.3) 

10.4) 

(0.2) 

(-0.0 

tO.O) 

(0.0) 

(-0.0 

(02) 

(0.1) 

(-02) 

(-0.0 

(-00 

(-02) 

HU) 

inancul liabiHUes of the 
omchoM aactor <1 to 4) 3508 

4033 

3531 

5238 

5733 

6983 

7742 

9286 

12826 

11883 

10527 

8866 

17.256* 

*12451 

Bank advances 

(16) 

(2.5) 

2.0 

(2.5) 

(2.5) 

(2.7) 

(2.6) 

(28) 

(32) 

(2.6) 

(20) 

0.4) 

(25) 

06) 

3093 

3507 

2946 

4469 

5002 

6043 

6701 

8159 

11436 

9820 

8480 

6466 

14445 

9138 


(2.3) 

(2.2) 

(1.7) 

(22) 

(22) 

(23) 

(23) 

(2.4) 

(2.9) 

do 

(1.6) 

0.0) 

<20 

02) 

Loan ad advances 

from other financial 

182 

244 

349 

460 

420 

646 

522 

555 

713 

1029 

1179 

1612 

1957 

2490 

institutions 

(0.1) 

(0.2) 

(02) 

(02) 

(02) 

(02) 

(02) 

(02) 

(02) 

(02) 

(0.2) 

(0.3) 

(03) 

(0.3) 

and advances 

151 

148 

133 

203 

197 

205 

435 

347 

474 

732 

608 

483 

559 

564 

from government 

(0.1) 

(0.1) 

<0.0 

(0.0 

(00 

(0.1) 

(01) 

(Ol) 

(Ol) 

(02) 

(0.0 

<ao 

<0.0 

<0.0 

Loan rad advances fro* 

°o-op 12 

134 

103 

106 

114 

89 

•4 

226 

203 

302 

260 

306 

2*5 

300 

rao-endfc secMm 
wrings of ftatowNli 
**» in ftaaaoiaJ 

(0.1) 

aI4 

<0.0 

<0.0 

(0.0 

(0.0) 

(0.0) 

(00) 

«U) 

(Ol) 

«>l) 

(0.0) 

(00) 

(Ofo 

<0.01 

8609 

9581 

12566 

13552 

17816 

18578 

23016 

26820 

27132 

37237 

46329 

619*1 

54933 

810*4 

raas(A-B) 

(63) 

(6.0) 

(7.0 

(6.5) 

(7.7) 

<7.0 

<7.*> 

(10) 

(6.9) 

(8.1) 

18.7) 

<KM> 

at) 

003) 


’*'• * For a o v um on this, plane set TsSb ffWgass in hnwksss me praerafega of OOF at anw mwfaw ■WcbbT 
**: RBI (1994) 



can help derive an appropriate estimate in 
chi* regard. However, looking at various 
monetary ratio* and savings data, we would 
hazard that about one-fourth of Fils' 
investment in 1993-94 would have been 
included in the household sector’s financial 
assets. There would then be a corresponding 
downward adjustment in overall domestic 
saving as well as in domestic capital 
formation (that is. in years in which the 
controlling total is less than the figure of 
capital formation estimated through the 
commodity flow method). 

Foreign Inward Transfers 

The nature of increases in foreign inward 
remittances on private account, including 
their sharp jump in rupee terms during the 
past three year* due to asizeablc depreciation 
of the currency have been spelt out earlier 
(see also Table 7). Such remittances are 
treated as unrequited transfers and included 
under current account of the balance of 
payments (BOP). However, their treatment 
for national accounts purposes differs 
somewhat. In this regard, the UN System 
of National Accounts (SNA) lays down clear 
guidelines for dividing such transfers 
between capita) transfers and unrequited 
current transfers, with capital transfers from 
the rest of the world constituting an 
independent source of finance for 
accumulation and current transfers as 
additions to the recipient’s income account. 
According to the SNA, capital transfers are 
those grants which the recipient utilises for 
financing accumulation; alternatively, the 
payer may consider that he is placing part 
of lus saving at the disposal of the recipient 
On both the ciAints such transfers should 
appear as part of capital finance. On the 
other hand, if the recipient utilises the grant 
to finance his consumption expenditure, the 
size of saving on the consolidated accounts 
of the recipient and the payer would be 
correspondingly reduced; such transfers then 
partake the character of current transfers. 
“The main criteria adopted to distinguish 
capital transfers from unrequited current 
transfers are therefore the purposes for which 
the transfer is to be utilised, the basis and 
source of the payment, and the frequency 
with which the transfer occurs from the point 
of view of either the payer or the recipient” 
(UN SNA. 1968, para 7.77, p 131). 

In the Indian system of National Account 
Statistics (NAS), the CSO, considering the 
difficulties involved in classification, has 
opted for treating all transfer payments on 
private account as current transfers (and ail 
on government account as capital transfen) 
(CSO 1989.330].’ It should be pointed out 
that considering the enormous sizeof private 
transfers now taking place, it is inadmissibie 
to assume that ail such private transfers am 
of a current in nature intended for 


consumption purposes. First, if we have to 
be troe to the UN SNA framework, it would 
be necessary todassify a put of such transfers 
as capital transfers flowing from savings of 
the non-resident Indians living abroad which 
are used for capital accumulation purposes 
in India. If such a presumption is accepted, 
the implication for household saving and 
investment estimation, and in turn, for the 
aggregate domestic saving and investment, 
is of a significant nature. Briefly, under such 
a dispensation, of the total private transfers 
indicated above, the part designated as capital 
transfers wilt have to be deducted from 
household saving in the form of financial 
assets and simultaneously added to the 
amount of capital inflow from abroad as they 
would represent that part of the saving of 
the rest of the world used as a source of 
finance for accumulation in the domestic 
economy. 

The logic of deducting capital transfers 
from household saving in financial assess is 
explained in a summary picture presented 
below of the capital finance account of the 
household sector as designed in the SNA 
(A = B+C): 

A Finance for gross accumulation 
A1 Saving (Gross) 

A2 Capital transfers received, net 
B Gross accumulation 
C Net acquisition of financial assets (net 
of liabilities) 

[Various items of assets such as currency, 
bank deposits, company shares, as detailed 
in Table 8.] 


In thU SNA accoutring tram** 
household savings <A1) should equri 
accumulation (B) plus net ncquisitk) 
financial assets (Q minus capital tarn 
from abroad (net) (A2). As the estimst 
household accumulation (i e, physical a 
formation) are independently derived b 
CSO by a residual method, capital tran 
have to be deducted from net finsi 
savings. This is an obvious formuli 
because foreign remittances are ab ; 
transformed into financial assets in 
domestic economy. (This also assumes 
ail private capital transfers are in fsvo 
the household sector, which is in tun 
recipient to begin with of financial asse 
that count) 

The above formulation may be questi 
on the ground that such private tran 
have no quid pro quo involved, that 
do not create any corresponding for 
liabilities unlike in the case of normal ca 
inflows. Alternatively, such a formuli 
tends to discriminate in treatment asbet\ 
capital (investment income being treah 
factor income) and labour (remittance! 
of wages being treated as current or ca 
transfers). Therefore, there is a strong 
for deviating from the above SNA framei 
which in turn throws up two posstbili 
that is, either we treat such transfers as v 
incomes of expatriate Indians (i e, ft 
income) 10 or entirely treat them as cui 
transfers. In either case, they would ap 
as part of the income and outlay acc 
of the household sector, with such reci 


Tails 9: Possible Linkages between financial and Physical Assets of Households 


Year 

Household 

Household 

Increase in 

Household 

Tot 

s 

Saving in 

Saving in 

Financial 

Saving in 

House 


Financial Assets 

Financial 

Liabilities of 

Physical 

Savii 


(Net) (3-4) 

Assets (Gross) 

Households 

Assets 

(2+ 

(1) 

(2) 

(3) 

(4) 

(5) 

(6 

* 


As Percentage of GDP 


, 

1990-91 

8.7 

10.6 

2.0 

11.3 

20.' 

1991-92 

10.1 

IIJ 

14 

7.8 

17. 

1992-93 

7.8 

10.3 

2.5* 

7.7 

15. 

1993-94 

10.3 

11.9 

1.6 

5.6 

15.' 


Note: * There is some corroborative evidence to the effect that this estimate for 1992-93 wa 
over-esti m ation. RBI's Banking Statistical Returns (BSR) data suggest the following m 
in aggregate bonk lendings in favour of individuals, partnership*, etc. and all account 
Rs 23,000 and below, which together could be said to be thoee of the household so 


Year 

Outstanding 

Bank Credit 
* (Rupees Crate) 

increase over the 

Previous Year 

Mach 1990 

60616 


Match 1991 

71232 

10436 

Match 1992 

77232 

6000 

Match 1993 

86863 

9611 


A possible reason for such a large jump in liabilities urns the appltcsrioo of hist<4 
BSR p roportio n! to the increase hi beak credit which was ph mm t nr — I during 19)1 
(Rs 23.737 ctore against Rs 12,164 cron ia the previous year). Much of the large*! 
of the rise look place for food credit and medium- and large-scale Industries, Rs 13. 
owe (or 63 per ceat of the total bpak credit) hi the ysar against Rs 2,746 crere 13* 
cent) in the previous year. (RBI, 1993) 
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IttJpiie* 'mcixttt ‘WKteM ccswumptiari 
or saving or both." 

Prom whatevur angle we look te, there U 
no gabmytag that (taring the pan decade 
Mviuhsifapart of theincreaaea in household 
saving baa been attributable to the inflow 
of private tnnrim from abroad pretented 
in Table 7. 

This note does not claim to have provided 
any comprehensive alternative set of saving; 
the purpose has been essentially to point 
out that the existing estimation procedures 
may give rise to a somewhat higher 
estimation of household saving, and in 
tum, higher overall domestic saving. We 
have dealt with only the possible over 
estimation arising from Fils' portfolio 
investment and private transfers from 
abroad. When fuller attention is given to 
other issues which have been raised in 
literature, such as year-end bunching of 
financial assets [Rakshit 1983], proper 
apportionment to households of UTI and 
mutual fund mobilisations, collection of 
more accurate data on public deposits as 
well as assets in the form of company share 
holdings of non-banking financial 
companies, inclusion of household security 
deposits with various housing boards. 
MTNL and others which are not covered 
tt present and appropriate adjustment in 
the paid-up capital of companies for global 
depository receipts (GDRi), etc (Kumar 
1995). the picture of household/total 
domestic saving may appear to be quite 
different. 

O 

Trends in Domestic 

Capital Formation 

Without making any adjustment of the 
type mentioned above, the existing official 
estimates suggest that the decline in the ratio 
of gross domestic capital formation since 
1990-91, from a peak of 27.1 per cent to 
10-4 per cent, has been much sharper than 
hat in domestic saving, but the fall has 
usentially been in inventory build-up from 
! 5 per cent of GDP in 1990-91 to 0.4 per 
wtt in 1993-94 (Table 12). However, even 
he ratio of grots fixed capital formation to 
has shown a distinct falling trend, from 
&6 per cent in 1990-91 to 20.9 per cent 
n 1993-94; the latter ratio has been the 
owest now for the past eight yean since 
1986-87. 

Furthermore, If provisions are made for 
w ° additional factors, namely, relative 
rice increases for goods entering the 
"vestment basket (that is, investment 
feflatora vfr-sr-t tit GDP deflators) and for 
estimated depreciation of physical 
■so*, a more realistic picture emerges 
c *arding the site of grow or net capital 
ormstios in real terms as depicted in 
"Me 13. Thus the grow capital formation 


ratio of 20.4 per cant in 1993-94 at entrant 
market prices gets induced to 19.4 per cent 
at 1980-81 prices; it is further reduced to 
9.8 per cent when the estimated capital 

consumption Uexciuded and only net fixed 
capital formation in real terms is considered. 
It may be recalled that in the 1980s, the 
investment deflators had risen at a faster 
rate than GDP deflators as a result of which, 
by the end of that decade, tbe ratio of gross 
Investment in real terms had turned out to 
be lower than that in nominal terms by 
about 2.5 percentage points (a. for instance, 
in 1990-91). However, during tbe past three 
yean the above trend has been corrected 
as a result of recessionary conditions and 
depressed demand for investment goods so 
much so that the above differential between 
investment in real and nominal terms has 
been narrowed to just one percentage point, 
as in 1993-94. 

In this phase of development when the 
manufacturing sector is undergoing 
substantial restructuring and when 
technological obsolescence is taking 
place at a rapid pace, provisions for con¬ 
sumption of fixed capital at roughly 10 per 
cent of GDP seemed just the minimum 
required to sustain the existing production 
potential intact. It compares favourably 
with those obtaining in other countries 
(Table 14). In fact, at this stage of 
development the proportion of con¬ 
sumption of fixed capital should be 
higher: as it is the CPC of about 10 per 
cent of GDP it out of a considerably 
lower ratio of investment to GDP, as 
compared with other countries, though the 
latter are at more advanced stages of 
development. 


m 



An outstanding aspect of the sucecas 
stories of the south-east Asian countries, 
as also the People's Republic of China and 
Japan, has been their high levels of dm—tic 
saving and investment when they began 
their rapid economic and social devriopment 
and more importantly, very rapid further 
increases in their domestic saving and 
investment ratios (Table 13). Marginal 
propensity to save in respect of those 
countries generally exceeded 30 to 33 per 
cent for about two decades of the 1970s and 
1980a (the 1930s and 1960a in the case of 
Japan) 

At times it has been emphasised in the 
literature on the south-east Asian country 
experience* that high economic gr owth ra w s 
achieved in the first place were responsible 
for diMiiuini high saviigt and 

that high growth rates were made possible 
becauseof large net resource transfers from 
aoroaa wnten napoo to teneve ntgn icvsu 
of investment. There a pp ea r to be many 
flaws in this reasoning Pint, the large size 
of net resource transfers from abroad in the 
initial period waa tree of only a few countries 
like Korea and Singapore; it was not true 
of others including Japan. When Japan’s 
gross domestic fixed capital formation 
increased from 24 per cent of GM* in the 
early 1950a to 40 per cent in the late 1960a, 
it did to almost entirely on its own domestic 
savings; the latter rose from 24 per cent in 
the early 1930s so 36 per cent in the first 
half of tbe 1960s and 40 per cent in the emty 
1970a [Akyuz and Gore 1994]. When 


Txatx 10. Rearer Tssnm m Houssholo Savoki m IWuncuu. Asms aho Trass Law *nu 
Gaoarot w F— n cn Exatawue Asm 

(Amomu m n p wi ennj 


Year 

Gnu Savings 

Of which. Saving in tee Aaaaal Fn—inn in Mona— VathMas 


in Financial 

Form of 

M, Currency Baak Nte 



Asaets 

Cunency Bank Deposits 




cf MU 



1990-91 

36836 (10.6) 

6251 (1.2) 

16600 (3.1) 

38419 

6491 

3ISS2 

3763 

1991-92 

70837 (11.5) 

8157 (1.3) 

20755 (3.4) 

503S9 

(III 

42461 

10643 

1992-93 

72189 (10.3) 

6562 (0.9) 

25463 (3.6) 

$0916 

7111 

43377 

3726 

1993-94 

93495 (11.9) 

13241 (1.7) 

34854 (4.4) 

72467 

14067 

371*5 

28775 


No ee: Figures in brackets represent percentages of GDP at catssnt Market prices. 


Tabui II: Faawcuobtv arn sn iT asHarareYaxaa 

(UStmmmt 


hem of Forage 1990-91 1991-92 1992-93 1993-94 1*9493 


Currency Flows 




(Afrit-Dec) 

— - » «-» a .. . i...—. . 

nJraOWl nv—Mn 

tooi 

92 (238) 

349300938) 

3141(9833) 

a FTb 

• 

1 rs> 

1665 (3323) 

1193(3748) 

b Bure Equities (GDRs) 

- 

•6(240) 

1463 (4389) 

1726(3414) 

cOffteose hate mdOOfts 

•cm 

5 (14) 

363 (1143) 

230 tm 


Nttr. Hg wa s la b ra ck e n represent estimated —ante In rapare erase. 
Soares: Ou ver— of larite (1993) 
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Malaysia achieved a grew doraeatic saving 
rate of 24.6 per cent of GDP in 1968-72, 
it had a net resource outflow of 3.4 per cent 
of GDP. As for growth, there was the 
satisfaction of significant initial conditions 
that facilitated it What is more, it is now 
recognised that high income growth is not 
automatically translated into higher savings 
growth. “For instance, the average savings 
rate in newly industrialising countries of 
Latin America failed to show a significant 
increase from the 1960s to the 1980s despite 
relatively rapid growth of per capita incomes; 
nor has it shown any tendency to rise after 
the revival of growth in the 1990s” (Akyuz 
and Gore 1994]. 

It has become clear by now that those 
i south-east Asian countries have had two 
' distinct forms of advantages which countries 
in south Asia including India do not enjoy : 
a socio-economic environment conducive to 
high domestic savings, and overall public 
policies in general and financial sector 
policies in particular not only helped to 
promote savings but also to discourage 
conspicuous consumption. A third factor 
which has been emphasised in literature 
| though without unanimity relates to the 
i distinct cultural characteristics of all those 


societies generally described as Confucian 
ethics of fragility and austerity. What » 
Indisputable in this respect however, is that 
the presence of a conducive socio-econotnic 
environment and the public policy thrust 
that helped to strengthen societal propensity 
to eschew conspicuous consumption and 
stimulate domestic savings. 

First, effective land reforms, more 
equitabledistribution of incomes and wealth, 
high levels of human capital, in particular 
high levels of health and literary standards 
for women, and large women participation 
in labour, high labour productivity, all 
helped to reinforce an environment of 
broad-based development. Secondly, as the 
recent World Bank study has brought out, 
the financial sector policies were specifically 
designed to encourage savings and channel 
the funds into activities with high social 
returns [Page 1994]. As Page has emphasised, 
the south-east Asian economies increased 
savings by ensuring positive real rates of 
interest on deposits and creating secure 
bank-based financial systems. In addition. 
Japan and Taiwan established postal 
savings systems to attract small savers; these 
systems offered small savers greater 
security and lower transaction costs than 


the private sector sad made substantial 
resources available to g o v ernment . “Some 
governments also used a variety of more 
interventionist mechanisms to increase 
savings. Malaysia and Singapore guaranteed 
high minimum private savings rates through 
mandatory provident fund contributions” 
[Page 1994J. In many respects, these are alto 
the kind of policies pursued in India: 
generally positive real rates on deposits, the 
operation of a vast postal savings network 
and mandatory provident fund contributions. 
Above all, the spread of commercial branch 
network in India was unprecedented. 
However, in the case of the south-east Asian 
economies what made the difference was 
that “ail imposed stringent controls and high 
interest rates on loans for consumer items 
as well as stiff iaxes“on so-called luxury 
consumption” (Page 1994], Apart from 
pursuing well-managed and focused directed 
credit programmes, "commerci al banks were 
clearly discouraged from lending for real 
estate development, housing finance and 
consumer credit” [Villas and Cho 1994]. In 
general, a deliberate policy outcome was 
that domestic consumption was made to lag 
behind income growth [Akyuz and Gore 
1994], 
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Year 

GDP at 


Gross Domestic Capital Formation 


Depre- 

Net 

Change 

Gross Fixed Caratal Formation 

Net 


<1980-81) 

House¬ 

Private 

Public 

Total 

Errors 

Adjus¬ 

ciation Domestic 

in 

House¬ 

Private 

Public 

Total 

Fixed 


Market 

hold 

Corporate Sector 

(3+4+5) 

and 

ted 


Capital 

Stock 

hold 

Corporate Sector 

(13+14+ Caprtal 


Prices 

Sector 

Sector 



Omis¬ 

Total 


Formation 


Sector 

Sector 


15) Formalioa 







sions 

(6+7) 


(8-9) 






<16-9) 

(ll 

(2) 

(3) 

(4) 

(5) 

<6l 

(7) 

(8) 

(9) 

HO) 

(M) 

(13) 

(14) 

(15) 

(16) 

117) 







Amount in Rupees Crore 







1980-81 

136013 

13238 

3448 

11767 

28453 

2427 

30880 

12087 

18793 

2177 

11042 

3541 

11693 

26226 

(4189 

1981-82 

144900 

12208 

8502 

15178 

35888 

-3503 

32385 

12788 

19597 

7809 

9559 

5368 

13152 

2*079 

IS29I 

1982-83 

150379 

8245 

9102 

16635 

33982 

-3399 

30583 

13595 

16988 

4686 

7487 

6566 

15247 

29296 

15701 

1983-84 

161547 

11180 

5558 

15502 

32240 

-1166 

31074 

14469 

16605 

2608 

8721 

5360 

15551 

29632 

15163 

j 1984-83 

167489 

7938 

7723 

17588 

33249 

-2285 

.30964 

15448 

15516 

2465 

8167 

6184 

16433 

.30784 

15336 

' 1985-86 

176648 

11131 

10104 

18216 

39451 

-4091 

.35.360 

16340 

19020 

6477 

9060 

6834 

17080 

32974 

16634 

1986-87 

185250 

10157 

10184 

19584 

39925 

-4650 

35275 

1729.3 

17982 

3928 

8948 

7818 

19231 

35997 

18704 

1987-88 

194085 

16376 

7755 

17958 

43089 

-251 

41838 

18334 

23504 

2134 

14741 

6554 

18660 

39955 

21621 

1988-89 

213.345 

21996 

9612 

19463 

51071 

-935 

50136 

19476 

30660 

8271 

16362 

6899 

19539 

42800 

23324 

1989-90 

227367 

19877 

10449 

20629 

50955 

2165 

53120 

20530 

32590 

4445 

18883 

7976 

19651 

46510 

29980 

j 1990-91 

240261 

23551 

12021 

21896 

57468 

1620 

59088 

21805 

3728.3 

6869 

19920 

9753 

20926 

50599 

28794 

| 1991-92 

241458 

17184 

11839 

20349 

49372 

351 

49723 

23148 

26575 

858 

16761 

10793 

20960 

4851* 

25366 

1992-93 

252551 

16084 

18442 

20449 

54975 

-.3067 

51908 

24605 

27.30.7 

5150 

14246 

16229 

19350 

49825 

25220 

. 1993-94# 

261320 

11083 

19891 

21848 

52822 

-2173 

50649 

26001 

24648 

1126 

10200 

21056 

20440 

51696 

25695 






Percentages lo GDP at 1980-81 Market Prices 






1980-81 

100.0 

9.7 

is 

87 

20.9 

1 8 

22 7 

8.9 

13.8 

1.6 

8.1 

2.6 

8.6 

19 3 

10.4 

1981-82 

100.0 

8.4 

5.9 

10.5 

24.8 

-2.4 

22.3 

8.8 

13.5 

5.4 

66 

3.7 

9.1 

19.4 

IQ4 

■ 1982-83 

100.0 

5.5 

6.1 

III 

22 6 

-2.3 

20.3 

90 

113 

3.1 

5.0 

44 

101 

195 

104 

1983-84 

100.0 

6.9 

3.4 

96 

200 

0.7 

19.2 

9.0 

I0J 

1.6 

5.4 

3.3 

94 

182 

9.4 

- 1984-83 

100.0 

4.7 

4.6 

10 5 

19.9 

14 

18.S 

9.2 

9.3 

1.5 

4.9 

37 

9.8 

184 

M 

- >983-86 

100.0 

6.3 

57 

10.3 

22.3 

-2.3 

20.0 

9.3 

10.8 

3.7 

5.1 

3.9 

97 

18.7 

9.4 

1986-87 

1000 

5J 

5.5 

10.6 

21 6 

-2.5 

19.0 

9.3 

9.7 

2.1 

4.8 

4.2 

10.4 

19.4 

101 

1987-88 

100.0 

8.4 

4.0 

93 

21.7 

-01 

21.6 

9.4 

12,1 

i.l 

7b 

3.4 

94 

204 

IM 

1988-89 

100.0 

10.3 

4.5 

9.1 

23 9 

-04 

23.5 

9.1 

14.4 

.3.9 

7-7 

32 

9.2 

20.1 

109 

1989-90 

100.0 

1.7 

4.6 

9 1 

22.4 

1.0 

234 

9.0 

14.3 

20 

8J 

3.5 

84 

205 

11.4 

. 1990-91 

100.0 

98 

5.0 

9.1 

239 

0.7 

24.6 

9.1 

15.5 

2.9 

«J 

4.1 

8.7 

21.1 

130 

1991-92 

100.0 

71 

49 

84 

20.4 

0 1 

20.6 

9.6 

110 

0.4 

6.9 

4.5 

8.7 

201 

105 

' 1992-93 

100.0 

64 

7.3 

8.1 

21 8 

-1.2 

2041 

9.7 

ta« 

2.0 

56 

64 

7.7 

19.7 

100 

! 1993-94# 

ioo.o 

4.2 

7.6 

84 

20.2 

-0.8 

16.4 

9.9 

9.4 

04 

3.9 

41 

7.8 

19.8 

98 


H<*t. m Quick etthMM 

Caaml Statistical OfgMtaattan <1994, 19951 




While a satisfactory explanation for the 
rapid increase in domestic savings is said 
(o be still missing and detailed dine series 
data on sectoral savings and flow of funds 
of die south-east Asian economies for their 
early phase of development at any rate are 
not available, the literature has increasingly 
emphasised the importance of corporate 
sector as well as government savings in the 
south-east economies [Woo 1991 and Akyuz 
and Gore 1994], ‘‘Countries for which 
sectoral data arc available, such as Colombia. 
Ecuador, India. Philippines, and Turkey, 
have had savings rates similar to or higher 
than those of the East Asian NIEs. But while 
business savings in Korea, Malaysia and 
Thailand reached 9 per cent of GNP, and 
in China 14 per cent, in the 1970s and early 
1980s, business savings were almost zero in 
the Philippines, under 2 per cent in India, 
under 4 per cent in Ecuador and Turkey and 
around 5.5 per cent in Colombia”. Again, 
government savings in these countries always 
constituted about 4 to 5 per cent of GDP 
[Woo 199! 1. 

It appears that the generation of high 
corporate profits in the south-east Asian 
economies has been made possible because 
of three important factors: large business 
groupor family ownership patterns precluded 
the need for large di vidend payouts payment 
at the expense of corporate savings; the 
bonus system of remunerating employees 
tied a significant part of workers’ pay to 
corporate profits as the . bonus amounts 
became interest fee funds for the firms; and 
linkage of large firms with small enterprises 
through subcontracting also helped to 
generate profits amongst the small firms. 

Broadly, on the perspectives on India’s 
saving potential, it could be said that to the 
extent institutionalisation of saving growth 
had a role to play, the country achieved a 
fairly high rate of household saving 
comparable to those achieved in the south¬ 
east Asian countries more than a decade and 


half ago. But what is significant is that its. 
subsequent growth, if at all. has been 
extremely niggardly despite an acceleration 
in the economy’s overall growth rate and a 
number of benefits derived by the middle 
and richer sections of society during the 
1980s. And it is beyond doubt true that the 
definitive thrust of new economic policy is 
to achieve higher economic growth by 
promoting consumption by the very middle 
and high-income classes. They have been 
provided with a significantly larger personal 
disposable incomes without imposing any 
restraint, directly or indirectly, on their 
consumption propensity. Higher amounts of 
gold and silver consumption have been facil¬ 
itated by imports which imply a significant 
amount of leakages of domestic spying. The 
banking system has begun to sdit^t around 
for the upper middle class clientele to grant 
them consumer credit. As Hfttmantha 
Rao (1995) has pointed out, stagnation in 




I 


domestic saving **ts consiste n t with die 
recent finding, based on the NSSdata, that 
the consumption shareaof individuals in the 
top three deciles incr eased over the reform 
period”. A grossly unequal economic system 
is neither conducive for broad-basing the 
development process nor for producing 
higher domestic savings. All these should 


be an anathema for eattaga a uti al a M hi uiu. 
of improved household saving. And in such 
an environment, it would alio be almost 
impossible to produce higher corp ora te an’ 
government savings. The initiative in this 
regard has already slipped out of the 
authorities’ grip. In the case of the corporate 
bodies, apart from competitive conditions 
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Martel 
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Percent Market 
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Capital 

of 
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Capita) 

of 
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Capital 

of 



Forma- 

GDP 


Forma- 

GDP 


Forma- 

GDP 



lion 



lion 



lion 




(GFCF) 



(GFCF) 



(GFCF) 


(1) 

(2) 

(-3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

GO) 

1983 

_ 

- 

- 

13.6 

48.7 

28.0 

9.3 

48.1 

20.1 

1985 

10.2© 

35.5* 

28.7© 

13.6 

49.5 

27.5 

10.0 

48.4 

20.7 

1988 

10.4 

35.5 

29.2 

14.1 

47.1 

29.9 

9.8 

45.4 

21.6 

1992 

9.6 

26.9 

35.5 

15.7 

50.8 

30.8 

10.2 

47.8 

21.5 


Nine: GFCF • Gross fixed capital formation; • for 1987. 

Source: OECD (1994A): Economic Survey for Koira;andOECD(l994B): Economic Survey for J span 


Table IS: Gross Domestic Saving and Investment Rates of Coontmes in Asia 
(as per cent of GDP) 

Average 



1992 

1990 

1988 

1985 

1981 

1971-80 

1970* 

1965' 

Newly Industrialising Economies 
Hong Kong 31.4 

Gross Domestic Savings 

333 35.0 27.3 

30.4 

28.4 

25.0 

29.0 

Korea Rep of 

34.9 

36.2 

38.3 

30.7 

23.9 

22.3 

ISO 

8.0 

Singapore 

47.2 

45.1 

42.5 

40.6 

41.7 

30.0 

18.0 

10.0 

Taiwan. ROC 

26.7 

27.9 

344 

32.9 

31.0 

32.1 


13.0 • 

ASEAN 

Indonesia 

37.7 

357 

340 

29.7 

35.0 

21.6 

14.0 

8.0 

Malaysia 

33.8 

31.1 

36.3 

32.7 

28.8 

29.1 

27.0 

24.0 

Thailand 

33.1 

33.0 

29.8 

20.6 

21.5 

22.2 

21.0 

19.0 

South Asia 

India 

24.3 

24.3 

21.9 

21.0 

21.1 

20.1 

16.0 

15.0 

Pakistan 

11.4 

10.6 

9.2 

6.3 

9 3 

9.1 

9.0 

13.0 

Sri Lanka 

13,0 

13,0 

12.0 

13.0 

14 8 

13.2 

16.0 

13.0 

Socialist Countries 

China 

40 3 

38.9 

37.6 

34.5 

28.4 

35.8 


25.0 

Developed Country 

Japan 

34.0 

33.9 

32.9 

31.5 

31.2 

31.3 

25.0 

250 

Newly Industrialising Economies 
Hong Kong 28.4 

Gross Domestic 

28.4 29.9 

Investment 

21.7 

36.0 

27.8 

21.0 

36.0 

Korea Rep of 

36.2 

36.9 

30.6 

29.3 

29.5 

28.6 

25.0 

15.0 

Singapore 

40.8 

39.7 

36.9 

42.5 

46.3 

41.2 

39.0 

22.0 

Taiwan. ROC 

24.4 

22.4 

23.3 

19.1 

30.3 

30.5 


- 200’ 

ASEAN 

Indonesia 

35.7 

36.6 

31.5 

27.9 

25.4 

19.3 

16.0 

8.0 

Malaysia 

35.2 

32.1 

26.0 

27.6 

35.0 

24.9 

22.0 

20.0 

Thailand 

36.7* 

38.3 

28.8 

24.0 

26.3 

25.3 

26.0 

21.0 

South Asia 

India 

26.7 

26.3 

25.0 

23.4 

22.8 

20.5 

17.0 

17.0 

Pakistan 

18.7 

18.9 

18.0 

18.3 

18.8 

16.4 

16.0 

21.0 - 

Sri Lanka 

23.3 

21.2 

22.8 

23.9 

30.9 

19.0 

19.0 

12.0 

Socialist Countries 

China 

39.4 

36.6 

39.6 

38.6 

27.8 

33.9 


240 , 

Developed Country 

Japan 

33.0 

33.2 

30.6 

28.2 

32.5 

32.2 

28.0 

24.0 . 


Nattr. • For 1960 
• World Devel o pme nt Report, 1994 
S Aslan Deve l o p me n t Review, VolJI, No.I, 1993 
Source : Ashot Development Outlook, various issues 
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for awarding by Indian standard! 
unreasonably high pay packets for 
executives, their increasing dependence on 
the capita) market would generally compel 
them to award larger distribution of profit* 
aid thus go to dilute the importance of 
corporate savings. For some years to come, 
the central and state governments would 
find it extremely difficult to contain their 
revenue expenditures, particularly in the 
face of employee demands for parity with 
the private sector wages and perquisites. 
The bureaucratic control over public sector 
undertakings continues as debilitating as 
i it was in the past and “there is no major 
I initiative to raise public savings by 
[improving the management'of public 
enterprises" [Rao 1995]. 

All these put together truly raise doubts 
about the ability of the Indian economy to 
achieve further rapid increases in domestic 
savings in a manner that the successful south¬ 
east economies achieved a pre-condition 
for rapid economic growth. 

Notes 

(Paramila Debnatfi and Bhagyoshree Mondke 
undertook the statistical and econometric 
computation* for this note.) 

1 These results of real saving series, not 
published hoe. are baaed on the methodology 
adopted in Shetty. S L (1990B) 

2 The relative stagnation in the domestic saving 
rate at the aggregative level appears puzzling 
considering (i) a significant increase m the 
1980s in real rates of interest combined with 
sizeable fiscal concessions on small savings 
in particular, (ii) reduction in effective 
marginal rates of taxation on non-farm 
incomes, (iii) a structural shift ia the 
distribution of GDP in favour of non-farm 
incomes; and (iv) relatively lower inflation 
rates in the whole of the 1980s. See Shetty, 
S L (I990A). 

3 The e st imate d correlation coefficient (r) for 
the growth io physical assets and financial 
liabilities for the period 1980-81 to 1993-94 
worked out to 0.8402. 

■ ^ instance, uperbstUung data, bank deposits 
. held by form h o us eho lds was only about 11 4 
per cent and those held by non-corporate 
ca terpris a sA nat it ation s was add lower at 7.4 
per cere of aggregate deposits m March 1992 
(RBI Iktfkti*, October 1994). 

3 Priority sector advances of banks increased 
from about 36 per cent of total bank advances 
in Match 1977 to 29 per cent in Match 1978 
*nd the rea fte r steadily rose » 43 par cent 
between March 1986 sad March 1990. 
Subsequently, it began a declining tread and 
touched 35 pereaal by March 1994 (roe RBI 
. Manual Reports, various issues). 

’ With the record foodgra iaa procu rem e n t by 
Public egeadrn totality 28 million tonnes 
to >99243 atid 23.9 mitton ware in 1993- 

* (both My-Jane) rod the build up of is 
"•eh as 103 aiilioa rod 3.9 taUHott tonnes 
of a dditio na l food stocks daring these yean. 
f| Md proounreeat credit aodwatf by the 
to h edaled rommcrrial hanks shot ap from 
Rl 4,670 cron atdw sad of March 1992 to 


Rs 10,90 I ream at die and of March 1994, 
a rise of Rs 6.237 crons or 134 per cent ia 
two yean. Thst this factor may give rise to 
an exaggerating at die estiawted household 
saving in the fbnu of currency and also bank 
deposits was potniedy raised byMthrelUkshR 
(1982 and 1983), Mujoredar et nl (1980) and 
Shetty and Meaon (1980). 

7 Unless, of come, the unpublished results of 
March 1993 hive been need by the RBI in 
estimation, which appears very unlikely 

8 What kind of impact the removal of these 
mfinnrtK* on the final outcome of household 
saving estimation is difficult to gues s. For 
instance, premiu m amounts paid on toare 
purchases by households at premium, which 
are not included now, deserve to be m etu d wt 
in household saving. Likewise, if financial 
institutions sad corporate bodies indode share 
premia or market value of their hoktingt (es 
in the case of the mutual funds), the residual 
earmarked for the household sector from out 
of the total paid-up capital of companies gets 
underestimated. As against these, a number 
of non-banking financial companies have 
share ownetship; to what extent their public 
deposits as well as share holdings are captured 
in the existing data source and estimation 
procedures is a moot question. 

9 There may be some grants on government 
account for current consumption, we have 
ignored it here because thay are likely to be 
small. Astt ts. government rciYiptsas transfers 
form a small portion of the total unrequited 
transfers. 

10 Kn*hnaswamyetal?ft>87) have treated such 
transfers as factor income from abroad. 

11 There will be a corresponding implication for 
the estimation of grots national product (GNP) 
si distinguished from grass domestic product 
(GDP). 
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kind of stature you have achieved in your field 
— does your life insurance figure match up? 

+ Should you not insure the contribution of 
the key persons to the profitability of your 
enterprise? 

Jnvm Stores is a policy with a difference. 


There is no upper limit for Sum Assured. We 
leave it to you to decide. ( 

Guaranteed additions O Rs. 75/* per 
Rs. Thousand Sum Assured every year. 
Loyalty additions upto 75% of basic Sum 
Assured. 

Facility of receiving policy proceeds in 
instalments. 
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For further details please contact your Agent or 
nearest Branch Office. 
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Goring the Crystal Ball 

Indian Economy, Qrca 1995 

VPMit 
K Krfatmmmsrty 
TPriiM 


With the long awaited signs of industrial revival the past year has given rtu to new expectations. If thru prove 
right and the tempo of industrial growth is sustained, the economy would have entered a new phase of developm ent . 
This Inevitably brings new problems, especially to policy-makers. Erstwhile solutions are unlikely to be effective under 
the new scenario. 


I 

An Overview 

THE fiscal year which closed on March 31 , 
1995 has been full of precariously balanced 
hope and despair. While assessing odds in 
|f»vour of Che former some months back we 
[Krishnamurty, Pandit et al 1994] had 
'dearly highlighted this see-saw pheno- 
1 nenon between the bright and the bleak. We 
had, in fact, concluded with the statement, 
"...if the economy Mis to revive now, then 
hope has no meaning. But for now, we do 
hope.” It is a matter of satisfaction that 
‘‘hope’ has prevailed for the present and 
jur percep tions h ave, in many wsys. proved 
ight. Real GDP growth is likely to exceed 
■) per cent, and in particular, the index of 
mtustrul production is going to show an 
ncrease of over 8 per cent Also, real 
hvestment is poised for a substantial 
secovery as a result of msjor pick up in 
ts private component. Our guarded 
isiessment that 1994-95 will prove to be 
turning point for the economy seems to 
lave bent bone out during the second half 
*f the year The present tempo of red GDP 
rowth is likely to be maintained over the 
at two yean (Pandit, Kriahnamuity and 
al snivel]. 

Again, as we had forecast the price trend 
ontinues to be a cause for worry as the 
He of inflation is predicted to exceed 10 
v cent this year. There has been some 
eceleratioa in export growth coopered to 
year’s actual growth aa well aa 
ompaied to our fofiocsstf ts 

use are forecast to rise by about 14 par 
^ in US dollar terms. On the other hind, 
Cvivtl of industrial activity ta ks wske has 
ac cn l mt ad growth of Imports from a 
of 6 per cam to nearly 25 per cent 
. Mtequ eu fl y, the trade gap for the year 
9H93) wUlaueedt 3 bitton. However, 
Hathaceuetry'sforeimi cur rency assets 
now at a co mfo r ta b ly high level of 
toutiMbifltou, the large cunemaccoem 
"*tt poses no InmwtSms prob le m . 

the nut cnopfo of peers, the cunot 
•Hi are Hferiy to oaatimtt or sonitHr 
-crierste. ReriGDPgrowth will igata ha 


around 5.5 per cent ta 1995-94 and over 
6 per cent in 1996-97. Inflation rate, which 
temporarily slowed down to 8.3 per cent 
in 1993-94, is up agsin. The current year 
will close with an average inflation rate of 
about 10.5 per cent In the next two yean 
it will remain close to 10 per cent despite 
some reduction. The growth rate ta exports 
ta dollar terms it expected to be about 12 
per cent for both the yean, 1995-96 and 
1996-97, a bit slower than ta the current 
year. 1994-95. This it ta line with the 
anticipated slow-down ta world trad* in 
nominal terms ta 1994-95 and 1995-96. 
Import growth ta dollar terms will be over 
20 per cent in 1995-96 and somewhat 
lower ta 1996-97. Despite this, simple 
calculations shows that trade deficit will 
widen and be sizeable in the next two 
yean. Correspondingly, the current 
account deficit will also be substantial and 
larger than thut anti c i pated for 1994-95. 
The p roj ec ted trends imply near doubting 
of trade and current account deficits in 
1995-96 and even more ta 1996-97. 

Thus, it appean that white real GDP 
growth will keep up or even accelerate, the 
annual rate of inflation, measured ta terms 
of the average of the wholesale price index 
for 52 weeks, Maytag dose to 10 per cent 
and widening trade and curreot account 
deficits should cause serious concern. 

The logic sod assumptions underlying 
this prognosis for 1994-95 and 1995-96 
are presented below as we analyse ta 
more 'detail output, prices, trade flows and 
balance of payments. In the dis c ussi on 
that follows, we highlight our p to g no rti 
for the two years, 1994-95 and 1995-96. 
We also briefly comment an the Hkety 
trends beyond this two year span. Our 
estimates for foy macroeconomic vHhMm 
for 1993-94and forecasts for 1994-95 and 
!995-96are pneauad in theaccaaquaytag 
tables. To fac Ui taot c qtapa rie oa, tan tabtaa 
ateo contain praliminaryfouick/advancs 
official sitlmfa available for soam 
indicators for 1993-94 and 1994-95. 
Groutth imm In ihn mfefoa aafof tumtimataa 


prices while Table 2 coven trade and 
balance of payments. 

n 

Output 


Let us first consider a gric ul tu r e audaflecd 
activities which, with its contribution «t 
about 30 per cent to total GDP, has an 
overbea rin g im pa rt on the level of economi c 
activity tathe enti re economy on the supply 
sidem wefl as on the demand side. The toog- 
m trends in the output m this rector are 
aetenmnoo vy fennstjaa, jhh m 
acreage. Private capital formation and the 
■Bocation of acreage to food and no n food 
crops within the sector ere gritted by foe 

— ilmm m w t taladi mn p gjq M £g|J y i » Ma At fW 

public iovcstsmi it ootcttMdi tt tttwtg 
first, that total public investment in 
nominal terms will grow by 10 per cant and, 

8 per cent of this total. Ghee price trends, 
it is dear that tareriteran public invastmam 
remains stagnant. In thto context, it is worth 
noting that total real capital formation in 
agriculture witnessed near stagnation 


ta the recent past, ftibtic tavmtme n t at 
c ons ta n t prices, in fhet, decMnad to below 
Rs 12 btiboa ta 1991-92 from OboatRs 16 
Uttion per yew timing the years 198546 
through 1987-88. 


extant of fturtmrirm awmtd the trend In 
both yield and acreage. The lata monanan 

waa beam dtenaoraml in tonua of am only 
t he tota l p re cipita tion hat ateo ta tea 

wt p octnd to result in griSnrt GDP 
growth mm of oham 33 par cam ta reri 


flmtfri yam 1995-96, we i 
tn he jam 
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output cannot be ruled out as a result of 
intersectoral terms of trade shifting in favour 
of agriculture. 

As noted earlier performance of the 
manufacturing sector give reason to believe 
that the economy has crossed the first segment 
of the J curve associated with macro¬ 
economic stabilisation and structural 
adjustment policies. In 1993-94, the index 
of manufacturing production grew only at 
23 per cent. For this year (1994-95) the 
annual rate of growth is expected to exceed 
8 per cent. This translates into a growth me 
of 7.2 per cent for real value added in 
manufacturing as against just about 3 per 
cent during 1993-94. 

An essentia] precondition to a steady and 
satisfactory performance of the manu¬ 
facturing sector is the reliable and strong 
support from the infrastructural sector 
(power, transport, conjunction and minerals). 
In 1993-94, output (GDP) growth in this 
sector was 4.1 per cent. In 1994^95 this is 
likely to be a bit higher at 4.7 per cent. In 
subsequent years there is a strong possibility 
for accelerated growth, which is estimated 
to be 7.1 per cent in 1995-%, and likely to 
be more or less sustained in 1996-97. This 
explains partly why manufacturing sector 
may grow faster at around 8 per cent in 
1995-% and 1996-97. 

It appears that real capital formation in 
manufacturing during the current as well as 
die next two years will have to come largely 
from the private sector. Real fixed in vest mcni 
of the public sector is likely to stay almost 
constant because a 10 per cent increase in 
public sector’s outlay on capital formation 
in nominal terms is going to be neutralised 
by an equal me of inflation. Accordingly, 
it is only in 1997-98 when there is an 
abatement in inflation that public sector's 
capital formation will begin to increase in 
real terms. This is more or less true for all 
sectors as the pattern of nominal public 
investment observed in recent years is 
assumed to prevail during the years to come. 
Infrastructure has the largest share in the 
public investment (about 53 per cent), 
followed by manufacturing (16 per cent), 
public administration and defence (13 per 
cent) and services (11 per cent). 

Private sector’s real fixed investment in 
the manufacturing sector will, on the 
average, continue to grow between 10 and 
12 per cent. This corroborates the prospects 
of accelerated growth of output in this 
sector. That private real flxed capital 
formation in infrastructure is unlikely to 
grow more than 6 per cent may constrain 
faster industrial expansion. However, in 
making projections we have assumed better 
management arid higher capacity utilisation 
in this sector sO that output in this sector as 
well as io the manufacturing sector will 
acceientedespiteskrwgrowthofreal capital 
formation. 



Perhaps, not surprisingly, It isthe sendees 
sector which seems to attract a large and 
fastest growing quantum of private 
investment la Act, private capital formation 
in this sector will level with that in 
manufacturing in 1995-% and outpace it in 
the subsequent years. Output in this sector 
too exhibits a similar trend. Real value added 
in services is estimated to have risen by 7 
per cent in 1993-94. It is forecast to increase 
by 7.8 per cent in 1994-95 arid by the same 
percentage in 1995-%. In the subsequent 
year (1996-97), growth rate* would be 
possibly higher. In contrast, growth of real 
GDP in public administration and defence 
is estimated to have remained steady at 
around 4.5 per cent during 1993-94 through 
1995-%. In 1996-97 too it will remain at 


to increase at a rate of«hettt6,5 ^ar cent 

per annum during the years 1994-95 
through 1996-97. 

Before we conclude this section, it j ( 
necessary to note that growth rates projected 
by us differ from the provisionsl/quick/ 
advance estimates of (he Central Statistical 
Organisation though they move in the same 
direction and are broadly in the same ball 
park for comparable years. Even small 
difference in the base year levels for 1993. 
94 may lead to the noticeable differences in 
rates of growth in later yean. 

ra . 

Price Trend* | 

As noted in the introduction, inflation! 


the same level. 

Ail this added up, implies real total GDP 
growth rates of 5.7 per cent in 1994-95 and 
1995-% and. 6.4 per cent in 1996-97. For 
1993-94 the rate of GDP growth is estimated 
to have been 4.4 per cent. Aggregate real 
investment (added up by industry of use) 
which declined in 1993-% is poised to grow 
by 7 to 8 percent per annum (hiring 1994-95. 
1995-% and 1996-97. Real fixed invest¬ 
ment, which according to our estimates, 
rose by 4.2 per cent in 1993-94, is forecast 


around 10 per cent is likely to persist fa 
another year or even more. This is not at sfi 
surprising insofar aa it i* a most common 
consequence of structural adjustment 
programmes. In fact, it is gratifying that the 
rate of price rise has not been as large a 
in most other countries undertakini 
economic reforms. It may be noted here that 
China is currently experiencing inflation ofi 
an order exceeding 20 per cent. All the samel 
persistent double digit inflation is a matter* 
of serious concern in the case of India for) 


Table I: PnoownoN. Camtal Foumatkjn and Patras 
(Financial Year. April I-March 31) 


fits bilhmji 


Items 


1993-94 


1994-95 


1995-96 j 


Production (Factor Cost) at 1980-81 prices 


Agriculture and allied activities 

688.5 

(694.1) 

2.2 

711.4 

(710.7) 

3.3 

72Q.5 

1.3 

Manufacturing 

457.0 

(464.2) 

3.0 

490.0 

(504.6) 

7.2 

530.9 

83 

Infrastructure 

338.4 

(341.3) 

4.1 

354.3 

4.7 

379.4 

7.1 

Services 

702.5 

(703.9) 

7.0 

7575 

7.8 

816.9 

71 

Public administration and defence 

124.6 

(126.9) 

45 

130.6 

4.8 

136.4 

4.5 

Total GDP 2311.0 4.2 2443.8 

(2330.4) (2453.1) 

Capital Ferrantinn (total tf Industry of use) el 190941 prices 

5.7 

2484.1 

51 

j 

Fixed 

497.0 

4.2 

528.9 

6.4 

5635 

6 S 

Total 

551.2 

(479.4) 

-1.6 

594.9 

7.8 

636.8 

71 

Money Stock (M,) 

Wholesale price Indies*: 1981-82 ■ 

4335.7 

1888 

18.2 

5050.9 

165 

5859.0 

16.0 

Agricultural products 

2705 

(271.5) 

5.0 

306.6 

13.4 

337.3 

100 

Manufactures * 

242.4 

(243.2) 

8.3 

2665 

10.0 

293.2 

too 

A11 commodities 

247.6 

(247.8) 

8.3 

274.1 

10.7 

3015 

108 


Nous: (i) g: Growth Rale to per cent; 

(it) Hgutea'inpematheaea under Production and Capital Formation are CSO*$ ftww 
Estimate for 1993-94 and Advanced Estimates for 1994-95. Qui r* Estimate\ 
National Income. Consumption, expenditure, S wring anti Capital Formation. 190S* 
and Advanced Estimates of National Income, 1994-9$: and Governm e nt of 
P e b o tr y 1995; 

(Hi) ngure* lapanadmete outer Wholesale Moe Indices for J993-94 am official fif 
Keterve Bank of India Balletim October 1994. 
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three re wo ns (Pandit 1993], Pint, since 
ndi* hM, by and latye, had no history of 
high and sustained inflation »o ftr, an episode 
of about 10 per cent per annum increase in 
the general price level lasting five to six 
years like the present one despite six 
favourable monsoons in a row, raises alarm. 
Under India's democratic set up this has 
serious implications at the political level 
with a feedback effect on die economy. 

Second, a persistent escalation in the cost 
of living, which is generally higher for the 
bottom rung of the society, on top of a 
severely skewed income distribution and 
large mas* of absolute poverty, is indeed 
gainful. It is here that China has an advantage 
as compared to India. Thi rd, since the workers 
in the organised sector are subject to wage 
indexation, even though partial and lagged, 
disparities between workers in the organised 
and those in the unorganised sectors tend to 
norase creating a potential for social unrest. 
In other words, the burden of structural 
adjustment, which presently includes 
nflatkm as a major item, is falling more on 
those who cannot and should not be made 
o bear it. 

In our view, however, that the current rate 
jf inflation is not unmanageable insofar as 
its ad verse consequences can be considerably 
mitigated if the government has the will to 
Jo so. That there has been much talk of a 
•afely net but little action is disappointing. 
)rovisions made in the latest budget, 
notwithstanding. With good crops, food 
Jocks exceeding 30 million tonnes and a 
. ery comfortable foreign exchange reserves, 
he government has the wherewithal for 
llleviating the distress of those who are 
severely affected by the new policy pro¬ 
grammes. Any further delay in undertaking 
Jetermined action on this front can only lead 
o a situation in which the continuation of 
he new policies itself is unsustainable. 

Returning to the pace and causes of 
inflation measured in terms of the wholesale 
xice index, averaged over 52 weeks of the 
/ear, increase in the general price level is 
ikely to be 10.7 per cent in 1994-95. Next 
year (1995-96) it is forecast to come down 
slightly to 10 per cent and. in 1996-97 a 
urther decline to a little less than 10 per cent 
tppears to be plausible. In 1994-95, the rate 
increase in the wholesale price of 
agricultural products was significantly higher 
han that of manufacturers. In 1995-96 the 
w o are likely to be more or less equal at 
>0 per cent. But in the subsequent year 
>g*in, the eacalatioa in the prices of 
Jriculture baaed product* will outpace that 
manufactures. 

Contrary to the common perception 
uning policy-makers and the public at 
w 8=. money supply growth is only one of 
he factors, perhaps (he most important one, 
ta determines the rate of inflation, Price 
ren d* in the economy ate governed by a 


variety of factor* an the dermad and the 
supply tide. These include money supply 
expansion relative to real GDP growth, 
output trends in apiculture, industrial 
demand for raw materials, import cost* and 
costs associated with inputs as well as final 
products whose prices are directly or 
indirectly administered. In agriculture these 
include procurement and issue prices for 
major items like rice, wheat and sugar, and 
support prices for several agricultural 
commodities. Administered prices in the 
industrial sector, viz,energy-mineral related, 
include chiefly power, petroleum and coal. 
In the 1990s, agricultural procurement/ 
support prices rose, on the average, by about 
15 per cent while energy-mineral related 
prices increased by 12 per cent per annum. 
We assume for the forecast period a modest 
annual increase of 8 and 10 per cent for the 
two groups respectively. 

ft may be noted that money stock (wider 
definition) rose by 18.2 per cent in 1993- 
94. In the first half of 1994-95, monetary 
expansion has been larger than anticipated. 
Several policy measures were initiated by 
the Reserve Bank of India (RBI) in October 
1994 while unveiling the busy season credit 
policy to restrain monetary growth. Foreign 
exchange inflows on account of foreign 
institutional investors are expected to slow 
down due to the narrowing of interest rate 
differentials between domestic and 
international markets. The authorities are 
following cautious policies with regard to 


raising and deployment of both short- and 
lo ng-te rm funds abroad by Indian companies. 
It is also expecte d that RBI credit to the 
central government will not exceed Rs 60 
billion by the end of the year 1994-95, as 
agreed upon between the RBI and the finance 
ministry. All the same, as matters stand now, 
we think that money growth will be about 
16 per cent for the year as against the earlier 
assessment of 14 to 15 per cent 
Consequ en tly, it is our judgment that money 
supply will increase by 16.5 per cent and 
16 per cent in 1994-95 and 1995-96 
respectively. 

Unlike in the past, when inflation was 
largely due to supply shocks arising from 
poor harvests or world oil prices or due to 
abnormalities like wan, etc, the presew 
episode of inflation is harder to grapple with 
[Pandit 1993], Inthefirst instance.conuotling 
money supply growth is no guarantee that 
the inflation rate will return to a low. say 
5 or 6 per cent. Second, even if that were 
the case, money supply itself is not easily 
controllable because of the large share of 
foreign exchange assets in the high powered 
money (or, reserve money). Third, 
excessively tight fiscal-monetary policies 
could hurt both production as well as 
investment and thus, be sub-optimal from 
the long-term view. Finally, under the new 
policy regime which prominently includes 
globalisation, the influence of world prices 
added on to the need for depreciation or the 
rupee is going to increase. It may. however. 


Table 2: Trade aw> Balance of Payments 
(Financial Year April 1-March .31) 


I US Outturn) 


Items 

1993-94 

8 

1994-95 

8 

1995-96 

8 

Trade- Directorate General uf Commercial InteRtamcr aad Statistics (DGCI and S) 


Total Merchandise Exports (fob) 

22.31 

(22.17) 

18.2 

25.39 

13.8 

28.27 

11.3 

Total Merchandise Imports (cif) 

2.3.19 

(23.21) 

5.6 

28.83 

24.3 

35 25 

22.3 

Trade Balance 

-0.88 
(-1 04) 


-344 


-6 98 


Balance ef Payment* 







Merchandise Export* (fob) 

22.84 
(22 70) 


25.93 


28 87 


Merchandise Imports (ctf) 

23 97 
(23.99) 


29.84 


36.48 


Trade Balance 

-1.13 

(-1.29) 


-3 91 


-761 


Invisible (net) 

0.99 

(0.97) 

- 

1 02 


239 


Current A/C Balance 

-0.14 

(-0.32) 


-189 


-5.22 


Exchange Rate 
(Rt per US dollar) 

31.37 

9.0 

3).37 

0.0 

33 00 

5.2 


Nat**: (i) g: Growth Rale in per cent. 

(ii) Figures in par eW toees — der 1X30 and S sene* are pefehmy etnw aa rr : tomr Bmt 
of Mtt Bn ffni e, October 1994. 

(Ul) Figures ta panwheae* for 1993-94 under balance of payments (BOP) arc quirk t 
Annua l Jfrpnre /«•«, ReaarveBankoftadia. Angst* 1994. 

(iv) The uMatapafBOPexpoits awl import* purr DOCt and S awaaa—dtohed 
order as hi dm source cried in (iii>. 



be nosed that since the value of the rupee 
nmmimm A stable OW two yean. 1993-94 
•ad 1994-93 and world inflation rate 
ku bora low. this factor has 10 far 
coskribused little to tbe inflation that lacfia 
fat oow expericacteg. 

It is necessary now to pursue vigorously 
•apply management policies by taking 
wtvsMage of the strong enabling factors, 
via, large food stocks and foreign exchange 
reserves, to control tbe double digit 
inflationary stostiosi Ues offoodgnan stocks 
and, timely and adequate import of 
c o mm o ditie s particularly those which are 
• in tbe common man’s co nsu mer 
basket should be quite effective. Such import 
policies, if used judiciously, would have 
favourable supply and demand effects, 
namely, increase in supply and reduction in 
money growth which is increasing fast doe 
to latge foreign eachange inflows. 

While demand management policies 
through reduction in gross fiscal deficit- 
GDP ratio have had a favourable impact on 
prices m the crisis years of early 1990* these 
have also had some advene co n seque n ces 
with re gard to the level of economic activity. 
For. whatever success has been achieved, is 
largely at the coat of public investment, 
partic^ariy in infrastructure and agriculture, 
both of which are essential for growth. 
Caneat cap e n d l tu res all of which are not 
necessarily productive, could not be 
controlled in an adequate measure. Given 
the hand political realities, it should not be 
surprising that reductions in fiscal deficit- 
GDP ratio could not be sustained. The scope 
of efforts on this front are now fortherlimited 
in the present circumstances. This is evident 
from tbe somewhat populist policy. 
re n o u ncem ents of several political parties 
which have proved to be handsomely 
hensfirisl during the recently held state- 
level elections. Needless to mention that the 
recent central budget bears a dear imprint 

Of w^^iiUm l nM 


more or lam how lo okin g s* for tee part at the ream 
yarn, several others are still ttrugghag hart sector after 
fa) fact, it is worth noting that even Japan 
has been severely affected by the a g ent 
recceston. The former Soviet Us^n which 
provided a market for a lot of ladian exports 
still continues to be in tunaoiL With this 
variation across countries, any guess is 
hazardous. All the same, we assume that in 
1994, total world teal GDP growth would 
haw recovered to 2.1 per cent from the very 
low rate of less than I per cent in 1992. 

Further recovery is foreseen during the period 
1993 through 1997 with expected growth 
rates equal to 2.7 per cent in 1993, red 3.2 
per cent in 1996 and 1997. We also assume 
that world prices would go up by about 2 
to 3 p er ce n t owerfhe three yean. 1993.1996 
and 1997. ft is of interest to note in this 
context that world prices of SITC 
categories 0-1.2-4, and 3-9 which exclude 
feds (SITC 3) registered declines in 1993 
but recovered in 1994. It should be underlined 
that due to prolonged recession, inflation 
has so far remained negligible in most 
industrialised economies. Even oil prices 
have shown no upward movement though 
there have been considerable short-term 
fluctuations. 

On the domestic policy side we assume 
that export subsidies, wherever continuing, 
would stay at the 1994-95 rates. But. we do < 


The country’s prospects and actual 
pe r for man ce in the external sector is 
contiagmt upon a variety of exogenous 
factor s which are difficult to predict. In 
pa rticul a r , th e t e m po of worldwide economic 
activity, fluctumians and trends in the world 
prices are not only of critical importance bat 
also hand to foresee. Correspon di ngly. 

die same, onemay make as good a prognosis 
as one ere with the available i n fo r ma tion 


at the saw* than, assume p a ma r private 
sector effort and investment ia market 
reamsth. quality improvement, etc, which 
will steadily improve expert market 
p ene tra tio n . TOshre been done by imposing 
from 1994-93 onwards a smooth upward 
trend in exports on top of what would have 
been the outcome consistent with pan 
behaviour. It waasrgmd in our September 
forecast that is the years to follow the existing 
exchange rateofRs 3 iJ7 per US dollar win 
not be maintainable if export growth has to 
be sustained. This has been confirmed ooct 
again by our present analysis. We have, 
therefor e , assumed that the exchange ran 
(rupees to dollar) would go up to Rs 33 « 
1996 and Rs 34 in 1997. Tlaia does nr 
appear to be far-fetched in view of the reporu 
that premium on short range forwar' 
transactions is currently ranging 4-6 per 
cent That RBI has recently banned roll -over 
of forward contracts at historical rates is of 
interest in this context However, it appear] 
that the exchange rate adjustment assume’ 
by us may fell short of the required measure 
of devaluation to maintain export growth ia 
dollar termsexcecding 15 percent per annum. 
There are distinct signals of a slowing down- 
of export growth from the high rate of 20 
per cent as registered in the year 1993 - 9 ’ 
coinciding with a substantial depreciation o( 
the currency. 
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Our foracactUttiat, is dollar terms, exports 
will increase by about 14 per cent in 1994- 
95, by 41J per cent hi 1995-96 and at a 
hifbar hup of 13 per cent in the two 
milweqnnnt yean [XrUfaaamorty, Pandit et 
al 1994a]. Export growth forecast for 1994- 
95, it must be noted, is on the lower tide 
of trends in the first 10 months of 1994-95. 

' * Preliminary figures point to nearly 17 per 
cent increase. The projected rates imply 
I exports in dollar terms to be of the order of 
25,4, 28.3 and 31.9 billions in the yean 
1994-95.1995-96and 1996-91 respectively, 
as against 22.3 billion dollars in 1993-94. 
These estimates correspond to trade figures 
of the d ire ctorate general of co m mercial 
intelligence and statistics (DGC1 and S) 
which are lower than those used for the 
calculation of the balance of payments 
statistics by the RBI. 

Manufactures (SITC 5-9) has the bulk 
share of over three-fourths in our (deal 
exports, followed by agro-based exports 
(SITC 0-1), raw materials (SITC 2-4) and 
lastly POL products (SITC 3). The shares 
of the latter three groups in the total are of 
the order of 13,4and2per cent respectively. 
Exports of manufactures in dollar terms are 
expected to grow at a faster rate compared 
toothers. Manufactured exports are forecast 
to grow at over 15 per cent in 1994-95 
followed by a slow down to 12.6 per cent 
in 1995-96 and then a recovery to 13 or 14 
per cent in the subsequent two years. The 
minuscule expons of crude remain sta¬ 
tionary whereasexportsof other SITC groups 
(0-1,2-4) will on the average, grow at about 
7 per cent. Revival of the Soviet and other 
former centrally-planned economies should 
add to India's export growth. 

As mentioned earlier, the upsurge in 
imports has been spectacular during the first 
10 months of 1994-95 recording an increase 
of nearly 24 per cent. This is largely the 
result of industrial revival and partly due to 
the reduction in import tariffs. We expect 
this trend to continue so that for the year 
as a whole, imports in dollar terms would 
be higher by about 24.3 per cent compared 
to the preceding year. With continued uptrend 
in industrial activity, private capita) formation 
and further reductions and rationalisation of 
tariff rates as anticipated, the forecast for the 
srawth of imports during 1995-% is a bit 
tower at about 22.3 per cent followed by a 
farther stowing down in 1996-97. Since 
imports in dollar terras in 1993-94 were at 
23.2 billion the projected rates imply the 
bill to be of the order of 28.8,353 
possibly about 41 billion dollars hi 
1 994-95,1995-96and 1996-97 respectively. 

In making the above forecasts, we assume 

tost domestic output of credo oil will be of 
toe order of 33 aaiUion tomes ia 1994-95 
co<n Pared to leas than 30 million tonnes in 
1993-94, and an jacrasue in it, on the averna. 

10 par tent yearly during 1995-96 and 


1996-97. With this perhaps optimistic 
assumption, the import bffl on acco un t of 
POL and related products, which constitute 
nearly 30 parent of oar total imports, wifi 
increase by 15 sod 18 per cent (in dollars) 
in 1995-96 and 1996-97; slowing down 
th ereaft e r. Imp orts of mana fo eturesistchiding 
capital goods (SITC 5-9) account for nearly 
two-thirds of die total import bill and are 
slated to grow at a high rale. The growth 
rate in 1994-95 is expected to be as high as 
28 per cent co m p a red to about 8 per cent 
in 1993-94; decelerating to 24 per cent 
in 1995-96 and 1996-97. Imports of SITC 
0-1 category, which includes food and 
beverages and SITC 2-4, which comprises 
of raw materials and v eg e ta bl e oiis among 
others, constitute about 3 and 7 per cent of 
total imports respectively. These products 
are expected to maintain theirshares implying 
theu growth rate to be more or less t£e same 
as that of total imports. 

If the foregoing assumptions and the 
implied forecasts are valid, the trade gap 
for 1994-95 will turn out to be about 3.4 
billion US dollars. For 1995-96. the gap 
will widen to about 7 billion dollars and 
for the next year it may be even larger. 
However, the trade deficit will be wider 
on balance of payments basis as we allow 
for 2 and 2.5 per cent markup oo DGOAS 
values of exports and imports respectively. * 
These markup rates are in line with the 
preliminary balance of payment estimates 
of the Reserve Bank of India (RBI) for 
1992-93 and 1993-94. 

Current account deficit, given the trade 
deficit, depends on net invisibles. RBI in its 
preliminary estimates of balance of payments 
for 1993-94 placed net invisibles at nearly 
S 1 billion. It is assumed that they will 
remain at about the same level in 1994-95 
and then increase to $ 2.4 pillion in 1995- 
96. For 1996-97, it could be larger. 
Consequently the current account deficit is 
placed * $ 2.9 billion in 1994-95 and at $ 
5.2 billion in 1995-%. As the trade deficit 
is expected to be much higher in 1996-97, 
the current account deficit would be larger 
correspondingly. 

The ratio of trade deficit to GDP at market 
prices on the above reckoning will increase 
from leu than half a per cent in 1993-94 
to 1.3 and 23 per cent in 1994-95 and 
1995-96 respectively while the current 
deficit will rise from a very low rate of one- 
tenth of I per cent in 1993-94 to nearly 
1 per cent in 1994-95 and to 1.5 per cent 
in 1995-%. b is expected to be near 2 per 
rent by 1996-97. 
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Wife fe tag awaited sip* of industrial 
revival fea late yanr has gNan tiaa to new 
expectations. If feaaa prove to ba tight and 


fee tempo of induairial growth is sustained, 
fee ec o nom y would have entered a new 
phase of development. This inevitably 
brings wife U new problems and new 
challenges for all important economic 
a ge n ts but, in particular for the policy¬ 
makers. They would hare to deal with more 
complex phc nomeiU over most of which 
they would not hare ts much direct control 
as they hare had in the put, at least 
apparently. New trade-offs would have 
emerged in different spheres of the macro- 
economy. Movement from a low level 
macro-economic equilibrium to one a a 
higher level is bound to cause problems for 
many sections of society as well as the 
e co nom y genera lly .The persisting problems. 
* least for a while, would be continued price 
rise and advene current account balance. 
Erstwhile solutions are unlikely to be 
effective under the new scenario. While 
some problems may gel partly resolved 
and partly reconciled, the real problems 
affecting the mass of poverty-ridden 
humanity will accentuate at the mtexo- 
ecooormc level. Unless these ate attended 
to properly and in time, gains at the macro- 
level will not be sustainable. This is because 
the country has accumulated a large 
measure of absolute deprivation, and 
inequity. Unless and until this accumulated 
dead-weight shows signs of reduction the 
future of the society and nation * large, 
despite macro-economic pro sperit y, will 
remain precariously uncertain.. 

(This paper is a part of the ongoing work oo 
macro-economic modelling of the Indian 
economy and was prepared for spring meeting 
of fee Project LINK., United Nations, New 
York. March 15-11. 1995. Wc are greteftl to 
K L Krishna for discassioat and comments on 
an en ri i ci draft and to P Saibaba for otefol 
contribaooos We are also indebted to Rajiv 
Sooi and Uamana Saraagi who provided 
cxccUeai m a c a r ch support ) 

References 

Krishaamarty, K, V Paadil et al (1994): 
‘ E conomi c Outlook: It's Over fee Speed- 
Breaker', The Economic Timet, Sep¬ 
tember 26. New Delhi. 

- (1994a) 'A New Econometric Model for 

India', paper presetted at fee Project 
UNK Pail meeting, September 12,16. 
Uaiversity of Salamanca. Salamanca. 
Spain. 

Pandit. V. K Kriihnemarty and T Patamvei 
<«a promt: ‘Prtce B aba vma t feiriag fee 
Ei g h ties * ia Aafemt Conaw a y during ter 
Orate of eighties. Baroda Un i ver si ty. 

Panfet, V (1992): Doable Digit btAatien b 
testa to Say** Financial Express, lane 14. 

Maw Datiti. 

- (1 993): 'CoatroUiag laflalioa: Seat 

and Petfood Wrefcri. Vel 21. Nos l-l 
Inanity 2-9. 



Reliance Capital Limited A 

;3{ ! + ! W tgd. Oflkja: 'Avdaeh Houm', 2nd Floor, PritamNagar, IttStop*, EW tMdp*. Ahnwdobad-320 006. 

Corpor a* OWtoe: Mrtttl Chambwt, Ground Floor, 228, Nariman Point, Bombay 400 081. 

V * V Tal. No. 2664684. T*<ax: 011-63320 RCFT IN, T*Wax: 022-2863702. 

INVITES FIXED DEPOSITS 

INTEREST @ 14% P.A. 


SCHEME‘A’ 

EASY DEPOSIT SCHEME 
(Non-cumuMva Schama) 


CUMULATIVE SCHEME 


tR - 1- -i 

ronoo 

MNmum 

Amount 

»— 4---* 

mirui 

Paid 


MMmum 

Amount 

^-«--* 

rWlOQ 

Maturity 

Value 

Annual 

yMdp.a. 

Any number of 
months ranging 
from 12 
months to 

60 months 

Rs. 5000/- 

Monthly 

or 

Quarterly 

or 

Half-Yea rty 


Rs. 5000/- 

1 year 

2 year 

3 year 

4 year 

5 year 

Rs. 5750/- 
k Rs. 6605/- 
Rs. 7590/- 
Rs. 8725/- 
Rs. 10025/- 

14.96% 

16.05% 

17.27% 

18.62% 

20.11% 


* Additional amounts in multiples of Rs. 1000/- 

* The depositor can choose any of the above interest 
payment period. 


* Additional amounts In multiples of Rs. 1,000/- 

* Interest compounded on monthly basis. 


HIGHLIGHTS 


tnteraet payable at par at a# branchaa of State 


•«J|| IkA b| — -— bA A LaudakaW 

• uapoaaa tSw am mCCw pno m par, ■ WimiOmM, 
B angalore, B erad e, Bombay, Calcutta, Uadrai, 

•a-aju r«L- 

1/VO) rlalP* 

• ror vantraa ocner mart me aoova, me oaposir can 
be remitted by demand ckafte pays&te at Bombay, 
after deducting the rwxmal bank chargee Incurred. 

• nRKMKi fnVrVR VWmTmnM rOf MCn rnmnctm y&m 

iaauad In advan ce . 


HOWTO APPLY 

1. FUI in the attached Application Form appropriately. 


• Profk making 5 DMdand paying Company. 

• Prematura repayment fadtity aa par R.B.I. fkMaa. 

• No tan deduction at Source on Interact Payment 
upto He. 2,500/- par annum. 

• Loan lacBty upto 75% of dapoatt eatua on aaay 


• •Dapoatta accepted from Non-Raatdant ktdbtne on 
BapaMaUe/Non-rapatdkbta bade. (Company haa 
obtained fdarVrsf roo r wat horn RBI.) 

ararw^arwar riariri w 


2. The Cheque/Bank Draft should be made payable to Reliance Capital Ltd, - FIXED DEPOSIT A/C and crossed 
"ACCOUNT PAYEE ONLY". The Cheque/Draft should be drawn on a Bank in the city which the Application Form 
is accepted. 

3. The Application Form along with the remittance should be sent to the managers to the Fixed Deposit Scheme at 
their respective collection centres or at the abovementioned address of the Company. 

4. Interest on Deposits will commence from the date of realisation of Cheque/Draft by the Company. 


m ptr n non-nmno nnsMi vORpmi ■» 
js N ocvBanldng (AOra n tsaaian t ) Rise, 1877 aa —r nd i rl 


a) Nanwof HwConpany : RBJANCE CAPITAL LMTED 


b) PdsafHcwpowfcn : OMMI 

c) BuafcaascMiM by 6toCoaManyad6ideMb of branches or unfa, 

fmr- 

Lasting amt oHiar Rnanoa rawed tet mt s*. 

The Company ha* Corpora* Ode* In Bombay. 

The Campany't iM)f oanad snbakSariss *r* 
t) fW a nn a Share A Sto ck Bwt r a w IMS -Broking 

2) Balance Stocktaking lb. -Stockholding 

3|ManeeSato MaAtSacuttatUl - Sett V*k I Security 
4)Hal—a Ihmat Udi - Rear Earn* 

- E^ufty Rmarch 

M hnin Hi RtoMmd Ottca at ‘AM Houtt 2nd Floor. P tliw 
Nagar, lit Stops, B toWdgt. Mmsdabad-360 006 

The Ce m aa n y it managed by tot Maag to g 0taPtoi i_ato|aci to toe 
Supartatondanpa. dtadton and oonaol of Ire Board of Ohectoit. 


a) Nana A addraaa S'ocoupadon of Phaeton: 

SHRtD.CHATUNVBX (Chatman) CHARTERED ACCOUNTANT 

274/27 D. Pebt Hal, Nepean Sea Road. BOMBAY-400036 
8HH H. N. RAO RETIRED BANKER 

11/104, Ski Btodu, UOUPt-576101. 

MV 0 J. KAFADM FINANCIAL CONSULTANT 

32. Om peata. Arthur Bundar.Road, Cotoba, BOMBAY-400 006. 
SMlML/rMMM ADVOCATE 

10, Hatay Road, NEWDELH-110 W1, 

Ml ANAM<MM (Managing Director) INDUSTRIALIST 

A-13, Storing Apt*., 36, Ptdra Road, BOMBAY-4QO 026 
Ml PAYATTU VILA JOHN MATHEW PANKAft BUSINESS 

42. Eton Avenue, Swat Cottga. LONDON MW 3HL. UJL EXECUTIVE 
MVJJL6HAH TAX CONSULTANT 

25, Sagar VWa, Wa h eata a r Road, BOMBAY 400026 

ML AC. MAH RETIRED RANKER 

7 Jatdrtn, CJto Parade. BOMBAY-400006. 

MBVXHHOTA BUS**** 

11, Orton Apt Ltfctohe Park Road. Aadhartm fXKUTh* 

BOMBAY-400 Ota 







QBtfPratoB DMtoto (fekiLatta) 


BH 

ProM 

bsfcra 

Tax 

PraM 

tS 

cSSand 

Ra*B% 

31-03-02 

922.73 

022.73 

304.78 

15 

31-03-03 

1213.62 

1213.52 

420.75 

10 

31-03-04 

2567.47 

2557.47 

002.45 

22 


h) f*** 1 **^ fcM n cM pm W a w o*f» Co mpa ny m rtg In aw 

MM VMO AinM Mmi nMli: 


totoa 

Has 

n«t 

Aa* 

31-Mt 

HUM 

A*n 

•art 

21444 

Us 

«aa 

21441 

RU*a 

ShaaCsau 

4WJ4 

mao 

rMO^MI(P«ll) 

1160127 

934321 

nttaval Supka 

♦00*. 14 

TMM 

tmelMBlI 

3667.19 

tie a 

aHuadlaa* - 

17204 

am 

Curat ta** 

743 79 

151191 

Unaacaadlsm 

401»t7 

- 

lamtawn 

492410 

296052 

CumMinatot 

IRdMm 

146921 

14410 

UnlBitna 

Etptndkm 

(totaadatntabi 

134 76 

15475 


2976170 

14625.07 


2076170 

14525 07 

ConHngantl 

— 



Aa* 

Aa* 


J14M 31-349 
RaAaca RUm 


1 

BN* of Exchanoe redtooounted by tie 

Company with Banka 

90S 54 

~ 

2 

Since raaleod 

909.54 

- 

3. 

Eaton atari amount at Contrast remaining to be 
amouled on Capa* Account (Nat of advance*) 

4416 

006 

4 

AMotmem money and cada unpaid tor party 
p^dDtbtnMM 

340 02 

121^® 


5 (fcMtrKang undarwrrttngfelandby 16380 105.00 

UmoiRpiiwN on CflfMM MUM 

6 Bank Guarantee iaaued by 8m banker* of 0 05 10 94 

8m Company. 


* tod M B nto Stipton>BawT Stoifc lB B r ^rrTet 
'MNncMtoto*. 

(RatnLaca) 

Ttevnourtf wttobtwCofl?^c»nrtoMby 141797-20 

wsy of DtpoMs BQittM 1 Mrih MpooAotf 
oorromngi m ptf wm nv ■ 

Laeetog Company aa per Raaarva Bank of 
hidta itoeoDona and rufeator Dapoeae 

141757.20 

Aqgrag tm of dope** actualy hata aa w 31-3-84 Rt 419 Lace 


0 Aa on *m data of Ma Adueraeerwent, tm Company haa we 

k) Tha Company hereby dertarea:- 

819m Company hn com pta d w*i 9m pto vtofon s Of ImMcn -B antanQ 
Financial CompatVea (Raaarva Bank) Dracaena. 1977 91 ta eom- 
pftanoa wkhamitoectoxm doeenol Imply that tapeymenis depoeta )a 
g u at e nme d by lha Raaarva Bar* of tod* mat tha dapoafto a cc epte d 
by ma Company am unaa cu a d and rank part paaau «ah offmr 
unaacurad labMUaa. 

TNa text of Advarbaamanl araa ptead batom ma Board ot Olrad* 
and approved at mafc meeting hatd on 309i December. 19*4 and 9<a 
abova Advertaement * isauad on 8ia authority and In da tana of Via 
Board oi Director* at ma Company. A copy at tha Mat of Pitt 
Advantaamant atgnad by tha mapray of ma Board of Oeeetom wko 
approvad lha Advertaameni haa baan dekvarad to am Regton* OI*oe 
0 * 8» Department ot Fluvial Comparaat ot Raaarva Sark at India. 
Bombay and lha Company haa baan cttalnd aa a N a o O ar Wto p 
Financial Company undar It* Non-fiartdng Financial Companies 
(Raaarva Bank) Macaons. 1977 


By Otdar of I* Board of Daacton 
tor RELIANCE CAPITAL UMTED 


Place Bombay <VJ*. MOHAN) 

Data 30-12-94 COMPANY SECRETARY 


AUTHORISED BROKERS TO THE HXH> DEPOSIT SCHEME 


• AflVM0JL WML 1232. Apia Road. Success Chamber!, Daocan 
Gymkhana. Puna 411 004. Tat. 321051.321951 

• BMW CAPITAL MMSTMENT CStTRE PVT. LTD. 

106. Chrtubhto Tower, Aahram Road, AtatadMitd M0 000. Tel 405307 
'3«h Floof, TanJao Akoondtoonad Mart*. Bombay <00 034. Tal: 4942307 
‘BaM Houta. 07, Natvu Placa. New OaH 110 019. T« 8432*53. 
641567275440663. 

> DAP. HuMCowtoto Ud 

E**t * toat Swung. 1st Floor, 55 . Bombay Samachar Msg Fort 
Botabay 400 021 Tal: 266185*2060096 'Cto Yogaoh J. Shah. Indira 
Chambata. la* Floor. 154*6, Sadathfv Po*t TMk Road, Puna 411 030. 
Tal. 421595 *Cfo Surat Commarcw Corporate*. Batap Road. 
P 0. Boa No. 241 ami KB M-Tat: 2343906506 
»EABT— t H NtoC to . 

Atoabad Is* BuMn* 14, Ma Exchange Placa 2nd Flos. 


Tat 447630M45193 *18& AiyaSamaiRood. lalFtos. WEAKantBagp, 
No* MN 110 006. Tot: 57290135734368 "667. Sadaahw Path. 
Punt 411 030. Tal: 450752/454279 
. JJI. SHARE * 07001 BROKERS LTD. 

3rd Flos, Chmubh* Contra, Nahni Bndga. Aahra m Road. 
Ahantoid 380 001 Tat. 77761, 77782 *375. Gandgaa Road. 
Banda 310 017. Tal 540648 Kamamada Chanbsa. Gktaatd Ftar. Sr 
P M. Road. Fst Bombay 400 001. Tal 204407004488 * 1 M, Ukaatsya 
Houaa. 1 . 1 m Flos. 23 Kaakaba Gam* Ma*. to* DaM ttB BM. 
Tal. 3312480/3311822 T- 11 . Shan Kurt lat Ros. 4 Sadhu Vmmm 
Road, Puna 411 001. Tal 067455. 

. MS. KM.YMMNM BH0QLAL WMi 131/1. Behind Apasa Owotft 
Pole, Manahchowk. Ah* a to ad Tal: 3474B4. 

• MA PMICBP W0QLAL DMA. 201 Bhfayaa Cotaplaa, 1M Has, 
Opp. Jain Tampla. Nawangpum, Atoatoad 30001 TM. 488818. 


•MU HU MM, Baatdaa SNyapsa Poict Choafcy, Raopum 
■ —M U B UB t Tal: 461102. 



mu* 

Ccmmercst Car**, Aahram Road, 

„ -ltd: 78326 ’ll 2nd Root, S S.8 MSI tfcddtog, Tank 

AM Bsd. feMto NO 801 Tal: 73640 *55. ill Flos. Swam 

me Omumu, (mu sao ontai mbosb- sg q s ma *a 
Dntoy taRMto Msg Ba*Ny «0 00. Tat 28800 
®*2to * 1 , Mom pwa 41 Mato 8Wat T Nags. toten 800 017. 


BuUg^BaM^toatoM B x to j b ktUng. Bay# tog 

♦MC MWMMOto TW irtD UP-IW. g^BsCa i i . 08 . 
Nahw Plan, to* 08IM IB 90 Tofc B4tfi91 
aMAMtoMMinM M PBtotoM OOtoULTMirito. W,toton 
CsagUrt Hi finr, TWt Ron. Bayatoag latoBhMM TM 3B8B4 

« MM. tM M toPM0 .>O&l8nT R to k p asOa n . BaBF0n;iyi4 
8AS. Road. Ogg ON Omibw toss. »nM OHM TaHWHS? 














Reinterpreting Retreat of the State 
in a Second Best Environment 


Arv Knur 

The path from the Second Best to the First Best based on reduced government intervention in the economy, with 
a major component of it based on opening up of the economy, faces instability on several counts - inadequate resource 
mobilisation (public and private), budgetary imbalance and growing debt and interest burden. Inability to control 
inflation and growing disparities (regional and amongst income classes). Thus, any path charted,out with reduced 
government intervention (assuming that policy failure is eliminated) may not only not lead the economy to the socially 
optimum point but not even to the First Best frontier. 

With policy failure and the economy in the Second Best environment, the First Best is unattainable by reducing 
government intervention. The economy may move to a more sub-optimal situation while the Second Best frontier 
contracts to a socially less desirable position. The principal problem facing the economy is not too much government 
intervention but failure of policy. The trend of the five budgets since 1991 illustrates the proposition that the economy 
is moving to a more sub-optimal position within the Second Best frontier with no stable path out of the trap. 


Introdnctlon 

UNION BUDGET for 1995-96 is the fifth 
of • sequence of budgets since 1991. The 
bodget seems to have rediscovered tbe poor. 
But this is mete rhetoric since budgetary 
allocations for the schemes for the poor are 
either negligible or in some cases less in real 
terms than in the previous year [Kumar 
1995a). Tbe budget docs not indicate 
government's pro-poor commitment and is 
a part of a trend initiated in 1991 though 
there are now signs of growing confusion 
in tbe minds of policy-makers. 

1994-95 Turn* 

1994-95 saw the best economic 
performance since 1991 with the growth rate 
ofthaecanamy bade to the trend rate achieved 
in the 1980s. While growth in agriculture 
has more to do with the excellent monsoon 
rather than NEP, growth in industry was 
creditable. The current account deficit in 
BOP is down to 0.5 per cent of GDP due 
to continued increases in exports and the 
fiscal deficit has de cl ine d due to high revc noc 
buoy aacy. Foodgrains and foreign exchange 
reserv es are at record levels. But that is 
where the good news ends and is 
overwhelmed by the bad. 

Tbe rale of inflation is hovering around 
10 per cent, and unemployment is growing. 
Both these are putting pressure on the real 
income* of the vast majority of tbe people. 
Income and wealth and regional disparities 
appear to be widening. In tbe central budget, 
the revenue deficit, borrowing and interest 
burden are increasing and capital 
e xpe n di t u res are not growing in real terms 
while the Pbn is likely to miss targets by 
a keg shot and aggravate infrastructure 
shortages, lavnstrannl and savings rate seem 
to be i tiD below tbe levels achieved in 1991 

Sfc 


[See Kumar 1995b for a more detailed 
analysis]. 

Hot money flows are destabilising the 
stock market and leading to anxiety on BOP 
front though foreign exchange reserves are 
at record levels. They have also caused a 

sharp upsurge in high powered money supply 

in spiteof the governmeatkeeping the budget 
deficit on target. There are fears of a Mexico 
like situation overtaking tbe Indian economy 
in spite of official pronouncements to the 
contrary. 1 Blade economy seems to be 
proliferating even though buoyancy of direct 
taxes has gone up. 

Above all, it is pointed out in Kumar 
(1995b) that (a) tbe Indian economy is 
increasingly beset with instability - in the 
external account, die budget and with regard 
iodemand factors, and(b)thepolicy-makers 
we losing cootrol of the economy. This is 
a dangerous combination since instability 
may lie dormant and manifest themselves 
when triggered off. They may get out of 
band quickly specially when policy 
instruments have been blunted - events in 
Mexico in 1994 point to such dangers. 1 

Instability needs to be eliminated when 
tbe going ia still good. Enough policy 
instruments sre needed to guide di e economy 
to keep instability in check, otherwise with 
fewer degrees of freedom the ocooomy can 
go out of control. Parameters causing 
instability need to be acted on (Which needs 
policy instruments) aod this requires advance 
action. Kaldor( 1940) presents a care of an 
unstable capitalist economy which goes from 
a boom to a depression when action comes 
even slightly late. 

Unfortunately, in a globalising world, 
shocks can come from various directions, 
unexpectedly, rapidly and can be so large 
for small sized economies (fib India) that 
they cannot control the oou aoqecnoes by 
their own polices. Hence all thoee actions 
which at* only partly understood, reduce 


flexibility of action or create potential tbocki 
most be taken with caution. This is tbe lesson 
of 1994-95 which needs to be kept in mind 
in 1995-96 and the budget needed to have 
been accordingly framed. The budget alio 
needed to consolidate the gains of 1994-95. 
These are the points of focus of this paper. 

Section I of the paper analyses die union 
budget for 1995-96 in the light of whit 
needed to be done and whether it would 
achieve its stated goals. Section II presents 
the key features of the laat five budgets to 
understand the reasons for the growing debt 
and interest burden and the logic of direct 
tax concession* in the name of the Laffer 
curve hypothesis. It analyses the reduction 
of tbe growth impulses in the economy and 
its links with the strategic retreat of the stale 
in favour of international finance capital. 
Section III analyses the underpinnings of • 
retreat of the state in the light of the theoiy 
of tbe second best used in neoclassical 
economics. It analyses policy failure and 
redundancy of policies. The issue addressed 

is, even if the economy faces problemsi* 
tbe abort run due to NEP, docs neoclassical 
theory bold promise that it will do belief a 
tbe long run?In other words, are tbe problems 
transitional and under neoclassical 
assumption! can it be shown that a p*k 
exists from where the economy is to when 
it is supposed to go with the retreat of to 
state and 'free' markets? Section IV is to 
concluding section which brings into foc« 

tbe absence of spetb to the promised goldcs 

future and the instability of what is joist 
on under NEP. 


a 

Key Fentow nf the tndgrf 

Union budget fur 1995-96 has bee# 
officially projected as anti-inflations'?’ 

gsowA-orkmed and as pro-poor. Thabod{« 

clssrty hat as its backdrop tbe recent V** 




in —— M y elactieut and i« aiming at 
ia prov to gtoetotegw* too nrtfeg party for 
tbeeomfeg general alectkxu. The budget it 
(uppoaod to ontjnt tka cotroctioo 
by riming to lower the fiscal deficit from 
6.7 par oent of ODP to 5.5 per cent of GDP. 
It cooiiouea the liberalisation on the external 
froot by lowering customs duties acrou tbc 
board. However, none of these publicised 
packages is promising. Wont, the budget 
falls betwee n several stools sad will cot be 
able to achieve the staled goals or consolidate 
oo the achievements in 1994-95. 

Growth in the Indian eonnonry since 1991 
bas been largely a result of antomadcity of 
growthin agriculture and services sector and 
not a result erf NEP. In Kumar (1995b) it 
it argued that the spurt in industrial sector 
growth isaresuHof special fa cS or a pre vailing 
in the last 18 months and that toe base of 
such growth is rather oarrow. It is quite 
likely that the special factors may not 
continue to operate and that toe growing 
income and wealth and regional disparities 
will result in a narrowing of the base of 
growth. It is argued that toe budget needed 
to give a boost to toe long run factors which 
could have given growth a mote permanent 
basis. 

Forthis, the decline in the rate of in vestment 
since 1991 not only needs to be reversed 
but raised substantially. Investment rate 
may have picked up somewhat in 1994-95 
due to cyclical factors but due to toe 
declining trend in teal public investment 
and earlier excess capacity in industry, it 
is unlikely to have readied toe levels 
achieved in 1990-91. 

Net real capital formation in toe current 
budget baa declinod by 24 per cent (tee 
Graph 1 and Kumar 1995a]. Since private 
sector investment in India bas depended on 
public investment, this cut will affect private 
investaeotalso.‘Further, since the budgetary 
contribution to the Plan bas also been cut 
in real loins and toe Plan itself is dependent 
on unrealistic goals of IGBR. toe overall 
Plan targets are unlikely to be fulfilled. This 
is likely to aggravate infrastructure shortages 
in the economy and slow down growth. The 
budget then does not encourage growth. If 
growth cootie no* to be strong, it may be for 
reasons independent of toe budget, like an 
excellent monsoon, stock market boom and 
inflow of foreign investment in spite of 
heightened political uncertainty in 1995. 

The budget makes muck of the high tax 
avenue buoyancy in 1994-95 and has 
•“ributed it to ents in rates of taxes.' This 
••supposed to be a vindication of the belief 
•" toe Laffer curve hypothesis in the Indian 
cont «xL The argument is that cuts in tex rates 
***4 to an iatprovemant hi tax coOe ct k mi 
because with nasonabi* tax rates, tax evasion 
“supposed todeettne sad tosre is supposed 
|°bt an tacreaee fewest effort, output and 
•ncotnss. Data given ie Table 1 suggest that 


these is mo riaapfr inverse relationship 
between custom* w vaaa c and tariff ra te r as 
suggested for India by Bkagwati and 
Srinivasaa (1993). 

In Kumar (1995a) it is argued tost the 
available data on direct taxes and excise 
duties for 1994-95 (revised estimates) do not 
support toe Laffer curve hypothesis. In toe 
case of excise duties, for many major items 
duty collections have been lets than the 
budget estimates (Table 2). Steel, chemicali 
and petro products are exceptions. In the 
esse of steel, toe duty rates were raised. If 
corporate sector sake rose fay 26 per cent 
in the first six months, and since bulk of the 
excise duties are paid by the large scale 
sector, the rise in duty collection should 
have been in excess of 20 per cent but they 
increased only by 17 per cant (revised 


estimates). Kpnee bpoyaney calculated over 
QDP may bc-moy toast 1, but if calculated 
over the relevant base-sales of large scale 
sector-it is likely to have been leas than 
1. Thus, sxetea duty collection neither from 
individual items nor in the aggregate seem 
to confirm the Laffer curve hypothesis. 

In Kumar (1995s) it is wgoed that the pro¬ 
poor package is the bodgot is cither uader- 
fundod or baaed on additional burden on the 
financial sector. Further, it is suggested that 
the budget will not be able to make a dent 
on the rate of inflation because of a boat of 
factors like inability to increase subsidies 
and likely increase in administered prices 
required byahighlEBR/b it then unfikety 
that the ruling party will reap say political 
dividends unless the budgetary allocations 
are raised at a later date. 
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It appears that tike in eariier budgets, 
expenditures on subsidies, salaries and 
pensions, etc. have been underestimated. In 
the 1995-96 budget interest payments also 
seem to be underestimated. Revenue 
estimates are based on S projected high 
growth of the economy and a high buoyancy 
of taxes. It is argued in Kumar (1995a) that 
these assumptions are unlikely to hold so 
that the revenue and fiscal deficit targets 
may be again exceeded in 1995-96 as in the 
last four budgets [Kumar 1994]. Thus the 
claim of fiscal correction is unlikely to be 
fulfilled. 

The Economic Survey projects that there 
' has been a substantial impact on employment 
generation in the last two years. However, 
the basis of this claim is unclear. During the 
1980s, a higher average growth rate could 
not create adequate number of jobs in the 
organised sectors. The burden fed entirely 
on the unorganised sectors with residual 
creation of employment. The current growth 
pattern with emphasis on the large scale and 
capital intensive sector is likely to have even 
more adverse consequences. 

Crude calculations presented in Table 3 
suggest that if the elasticities achieved in the 
period 1983-87 are used along with the 
sectoral growth rates then employment 
generation baa lagged behind the rise in the 
workforce during 1991-95 (Graph 2). The 
elasticities for the 1990s are likely lobe even 
smaller than those from the mid-1980s * 

It is pointed out in Kumar (1995b) that 
the current high corporate growth implies 
a stagnation or a decline in the small scale 
sector. Small scale sector output is being 
displaced by the large scale sector. Since the 
average employment elasticity in the small 
•calc sector is six times higher than in the 
large scale sector, one can conclude that 
there la likely to he growing unemployment. 
Even if the government's claim that 6 million 
job* per annum were created in the last two 
years is accepted, the number of those 
entering the woikforcc was at least 7.5 million 


according to the Planning Communion. 
Unemployment must have increased. 

In brief, itcan be concluded that the unk» 
budget for 1995-96 may have some positive 
features but it* overall macro impact on the 
economy will be negative for the poor* both 
on account of inflation and unemployment 
It will abo not give any boost to the growth 
of the economy or further the needed fiscal 
correction. 

in 

Treads in Last Five Budgets 

The analysis presented above suggests 
that the union budget 1995-96 does not 
break new ground and can he analysed u 
a part of the trend of the budgets since 1991. 
What are these trends? 

First, the budgetary calculations have been 
repeatedly in error and not by small amounts 
[Kumar 1994], While revenues have been 
mostly overestimated, expenditures have 
been underestimated. As a consequence, the 
revenue deficits have been on the rise, 
necessitating a rise in borrowings and 
resulting in a growing interest burden. Thus, 
while growth in other revenue account 
expenditures has been brought down, total 
revenue account expenditures have cuntinucd 
to rise rapidly. 

Second, the share of revenue as a fraction 
of GDP has fallen [Kumar 1994]. This is a 
result of cuts in rates of customs duties and 
the inability of other taxes to make up for 
the loss of revenue. Direct tax rales have also 
been systematically reduced. As argued in 
Kumar (1995a). this has not resulted in a 
rise in the buoyancy of collection of these 
taxes if their relevant base is taken into 
account. With the sharply increasing 
corporate and business incomes and 
executive salaries, the direct tax collections 
should have risen faster. In brief, revenues 
have been sacrificed while expenditures have 
continued to rise. This is the reason for the 
increased revenue and fiscal deficits. 



Third, this growing imbalance in tbouniot 
budget has cau sed outs in capital nocoun 
expenditure*, reduced rales of growth it 
budgetary support to the Plan and crisis ir 
the budgets of the states. Fourth, this in turr 
has ted to the total real expenditures on 
social sectors by all levels of goverameoi 
to stagnate in spite of risingpoverty [Kumsi 
1994]. Fifth, in real terms, subsidies hav 
been cut hack, like on food, education, health 
and transport. 7 

Sixth, the economy has been opened up 
through reduced customs duties and 
elimination of most quotas. Foreign invest¬ 
ment has been liberalised so dial it more or 
less enjoys capital account convertibility 
and has even been granted more concession'. 
OUn in taxes) than Indian capital. Thus, even 
within its home market. Indian capital which 
it both smaller in size and technologically 
less equipped faces a disadvantage. 

Many more features may be added to the 
above list, like the moves to privatise 
infrastructure and financial sector and sale 
of equity of PSE. All these features of the 
past budgets can he characterised as reduced 
state intervention in the economy. 

This has reduced the number of policy 
instruments in the hands of the policy-maker 
and reduced her/his capacity to respond to 
problem* faced by the economy. Further, 
with the opening up of the economy, 
international events have become important 
fertile economy and since the policy-makcrx 
have no control over them, this further 
reduces their capacity to guide tbc economy, 
as required. Together, these factors have 
reduced the Indian policy-makers' degrees 
of freedom and increased the vulnerability 
of the economy (and more so of the poor) 
[Kumar 1995b], 

The manner in which the degrees of 
freedom are reduced is demonstrated below 
in the context of the debt trap, tax conccss ions 
in the name of Laffer curve and the impact 
of the increase in the skewdness of income 
distribution on the base of growth of the 
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economy. These features are lowering the 
Indian economy's capacity to mobilise its 
resources optimally for development. 

Dubt T*at and Concessions 

One of the key features of the last five 
budgets is the link between concessions to 
capital and the growing burden of debt and 
interest burden. This linkage has resulted in 
a vicious circle trapping the budget and 
reducing the policy-makers’ degrees of 
freedom. 

lxt the net borrowing of the government 
be Bn, the gross borrowing be B, non- 
investment expenditures net of interest 
payments be E, government investment be 
l ( , notional income he Y, savings propensity 
's’ and the share of taxes in income. V. The 
government finances its expenditures out of 
taxes and debt if there isno non-tax revenue.* 

Assume (hot private investment is a linear 
function ofI g . Say. a multiple ‘a’ of l g . Thus 
national income becomes 

Y * (1 + a)I g /a. 

The budget may be written as: 

B, + tY - E + l g . 

Substituting for lg md dividing by Y, one 
obtains 

t - s/(l + a) + B./Y « K/Y. 

Assuming that changes insand ido not take 
plsce in the short run and policy determines 
* »nd E/Y. B/Y gets fixed. 

Since, as argued in the previous section, 
i has fallen much more sharply than E/Y. 
B ft has had to rise. 

It must be remembered that in the above. 
B, is net or amortisation and interest 
payment Them even if B/Y could be held 


constant, if interest burden is rising, the 
gross borrowings Bwillrise.Tbisisthc debt 
trap resulting from tax concessions which 
arc lowering the tax share in national income. 

However, the interest burden (1) ir linked 
to B through the rise in interest rates. An 
increase in B forces the government to 
compete funds out of the black economy by 
offering more comparable returns [Kumar 
19931. lxt interest rate on government debt 
be a linear function of B/Y, say. fl + iB/Y. 
where f) and i are constants. 

Thus the increased interest burden 
A(l) * PB + iBVY. 

But as the interest rate rises, so would the 
degree of monopoly rise and raise the share 
of profit in national income. In turn, this 
would raise the average savings propensity 
which is a weighted average of savings out 
of profits and wages. 

Lxt the multiplier m * 1/s = f(P/Y) with 
f‘< 0. 

and P/Y a linear function of B/Y. 

say P/Y * q + p.B/Y where q and p are 

constants. 

This system of equations leads to a debt 
trap since a rise in B/Y leads to a further 
rise in B/Y unless t rises sufficiently fast 
This can be demonstrated using comparative 
static*. B and I ( are variables that the 
government acts upon, they represent the 
degrees of freedom for the government. Other 
variables can he expressed in terms of them. 
Let B/Y • X and I/Y ■ Z. 

Then A(iyY - M ♦' X* ...(I) 

Afm) ■ p.f <WY). A(X), ...<2) 

MZ) • -p i’- *Xy[(l + aim*). ...(?) 
A(Y)«(1 ♦ a) [m. Afl I ♦ I .p.ftWY) A(X)1. 

* ...«) 


Eq 1 implies that die interest burden in 
(be budget rises with X. the share of budgetary 
borrowing in national income. Eq 2 implies 
that as X rises, the value of the multiplier 
falls. Eq 3 implies that with a rue in X. Z. 
rises on account of a fall in Y for a given 
1 .Eq 4 implies that Y rises with I but falls 
with X. 

Since B = 1 + 1 + E - tY 

MX) « MVY) + M'E) + {AfE/Y) - Aft)}. 

...<5) 

As argued in the previous section, since 
1991, () h as risen due b> a sharp fall of share 
of taxes in national income. This has caused 
a rise in X. 

A rise in X makes I lire (Eq 1) and Y 
fall (Eq 4). This forces I/Y to rise which 
makes X rise further (Eq 3). Since 
government can lower I to lower X it does 
so. Then from Eq 4 this causes Y to fall 
but since X has risen and f‘ is negative, 
it falls proportionately more. Thus, Z rises. 
But this raises X and forces further cats 
in I . The budget gets into a trap of cutting 
baefe investments to prevent the ratio of 
gross borrowing to national income from 
rising since it has no other degrees of 
freedom left. 

Another comparative statics result is of a 
fall in t either due to concessions or due to 
the growth in the black economy. 

From Eq S, if A’(t) - A(E/Y) < 0. then 
MX) > 0. 

In addition to the above comparative 
statics, from (4), assuming 1 fixed. 
A(Y) < 0. This implies that A(Z)> 0 and, 
therefore. A(X) > 0 from Eq 3. This ia a 
vicious cycle of rising X. As in the previous 
case, the budget gets trapped ia a rising 
debt burden. 

Law* Cvkvj. and Ousel-Minus 

However, it may he argued that even if 
cats in taxes do Dot result in increased tax 
collections, could they by boosting profits 
hsve increased investments, and. th eref o re , 
the rale of growth of the economy? 

While Ibis is feasible, thia is not the first 
time that taxes have been cot in dm Indian 
economy. In the tase of direct taxes this baa 
been going on through the 1970s [Kumar 
1994). But dunng the 19*0* die ram of 
investment more or less stagnated. In that 
period, it wasthe rising levels of the priaury 
fiscal deficit that kept ap the kvel of demand 
and the rate of growth [Komar 1994). Sine* 
this is unsustainable and has been cat back 
since 1991. an alternative ctinralus ana 
needed. Government had hoped that HH 
would fill the breach hot the rea pona e has 
been inadequate (Komar I995b|. 

A Laffer carve has been proposed ia die 
Indian context for custom* tariff* by 
Bbagwati and Sriahraaaa (1993). It is 
asrusnod that nrvtmac as a function of rates 
would display a maxima since wbaa Mm 
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fate* are very high, tax revenue will fall to 
zero. There ia a problem. 

Thu argument is for personal income tax 
or corporation tax but why should it be true 
for customs dutiea at ad valorem rate*? If 
ths argument is that Indigenous production 
will substitute for imports so that customs 
revenue will fall, then it is only partial 
since collections of other taxes will rise. 
What the net effect would be is unclear. 
It is qui(e possible that as tariffs rise, the 
price of the commodity would rise and its 
consumption may fall. But whether the 
total revenue falls or rises is a matter of 
elasticity and not a general rule. 

Does the Laffer curve bold for direct 
taxes? It is argued that individuals withdraw 
work effort if the tax rate becomes too 
high. Whether or not this can happen is not 
apparent since most people have jobs 
which require definite and fixed hours. The 
choice of withdrawal or additional supply 
of labour ia restricted to overtime, etc, 
which ia marginal in terms of total work 
effort Further, as long as the marginal 
highest tax rate ia leas than 100 per cent, 
aomcadditionalincooac accrues with greater 
work effort and the individual’s utility 

However, it ia argued that the disutility 
of work rises faster so that there exists an 
optimum supply of work effort by the 
individual. The disutility of work is the 
leisure foregone so the assumption is that 
the worker shifts to enjoying more leisure. 

The argument amounts to that if t rises 
above the optimum point, then Y falls so 
IhattYfalb. Bat titen the disposable income 
(l-t)V m us t certainly fall (both ictna fail). 

Doaeitaukeaenec that individuals would 
withdraw work effort to lower their 
dispo sa bl e incomes? Moat workers make 
noserings aodtUe would lend to a lowering 
of their living standard. Fart h er , in modem 
times leisure is not for free. It does not 


mean not working and slaying at home but 
involves heavy expenditures in various 
activities. Thus, to enjoy more leisure there 
is need for even higher incomes. In fact, 
as the disposable income falls with a rise 
in tax rates, to enjoy the same level of 
leisure, ceteris paribus, the individual 
would have to work harder.’ This may 
change if the individual's tastes, etc. change 
but that is a long-term proposition, not in 
the ambit of the Laffer curve argument. 

It may be noted that tax concessions as 
an instrument of demand generation arc 
less reliable than direct demand generation. 
The argument has a correspondence with 
the wage cut controversy of the Depression 
period in the early 1930s. Further, 
concessions tend to worsen income 
distribution, thereby narrowing markets 
which tends to slow down growth. 

CONOBSHOtO AND PxOfreCH FOR 
Lono-Run Oxowth 

With tax concessions and debt trap, income 
disparities ate likely to worsen. How does 
this affect the size of the markets and, 
therefore, prospects for growth? 

Let savings out of wages be sw s 0 and 
that out of profits be sp which ia nou-naro. 
Assume that government only invests and 
does not consume. Then consumption 
demand in the economy may be expressed 
as * 

C/Y « 1 - S JVY. 

In other wonu. (be share of consumption 
in national income is negatively related to 
the share of profits in national income. 

The other component of demand is 
Investment which is made up of private and 
public investment Assume that public 
investment I is policy determined while 
the’ private investment 1 is » function of 
P/Y and I f . According to KafeckL there Is 
a time tag etntchae betwee n Investment 


da defc m * and accumulation. Ignoring that 
for the moment 

i/y-hp/y. y, and r t > 0 . 

Total Investment is I. 4I. Would this rise 
or fall? 1 1 

Whenl f falls hem the above, ctterisparlbus, 
it also makes I fall so that total investment 
would fall. 

P/Y will be affected by expectations of 
future profitability, capacity utilisation, 
expectations about foreign investments an 1 
reductions in tariff levels. 

Tax concessions will raise expectations 
of future profitability and spur Ip. Low 
capacity utilisation due to alack fina' 
demand and time lag in response of 
accumulation to concessions will lower I. 
Foreign investments whether actual or 
potential raise fears of increased competition 
and thereby lowers expectations of 
profitability for indigenous capital. Similarly 
reduced tariffs lower expectations of 
profitability. 

Higher interest rales due to the dynamics 
presented in the previous section would raise 
P/Y but net (after interest cost) for investor! 
would not rise. Further, the increased 
speculative activity has made investment in 
industry less attractive. 

In the net, most features of NEP would 
not provide a strong stimulus to private 
indigenous investments while foreign 
investment has not yet responded due to 
uncertainties and perceived risk. This is the 
reason why the government is forced to give 
a large number of concessions to private 
sector to boost Investments. This, as argued 
in the previous sections, is creating s 
budgetary crisis leading to a cut in F 

Thus, the component of demand that is 
certain is being foregone in favour of the 
less certain components and thereby affecting 
resource mobilisation. As pointed out by 
Kakcki, concessions lead to a rise to 
accumulation with a time lag so that 
immediately investment demand falls. 

Hence, with rising P/Y. both C/Y snd 
lj/Y fall. I f /Y is unlikely to rise with P/Y 
but it may fall due to opening up and time 
lag structure of investment decisions. Thus, 
demand it likely to fall with the narrowioi 
of markets and growth win alow down" 
The reduced degrees of freedom for the 
policy-maker trap# the economy into kra 
growth. 

As the state's capacity tontine kmg-nm 
growth of the economy weakens and U it 
trapped in a budgetary criete, imfgenow 

capital ne eds anothe r rtr ate g y to enter tort 

own interest It bar favoured a tattepe 
retreat of the state in Ha favour." Tte 
naodastiori eoonomteta who favour the 
saparatioo of poUtim and teMWonics she 
back these policies? (Write farmer, k i* *■ 
ideological issue hut an fra latter 
coloured by such an Hroftgy In fra w* 
of ‘objectivity’? They have buflt • ««** 
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the*i* about free market* and the long-run 
benefit* to *ociety, even if there are shert- 
lun problem*. It* logical ex ten* ion i* the 
opening upof the economy which i ndigenous 
capital may not wish far. Thu*, indigenous 
capital is at the rcfcciving. end of both the 
trap die policy-maker* find themselves in 
uvj the theoretician*. The theoretical aspects 
need careful analysis. 

IV 

Retreat of State: Its Aaalytks 

The proponents of New Economic Policies 
ustify reduction in government intervention 
h**ed on their belief in the principles of neo- 
dissicaleconomics. Oneof these is consumer 
lovcreignty which suggesu thy the 
individual knows best and the market 
outcome bated on this in a free competitive 
economytis the most 'efficient'. Unless 
markets flLl v government intervention to 
change the matketOutoome goes against this 
principle. Even in the former case, it is only 
tupposed to enable society to achieve pareto 
optimality without concerning itself with 
distribution. Even ifapreforred social income 
distribution exista and it is known that free 
competitive market* will not achieve it, it 
i* not emphasised that government must act 
! tomake itpossiblesince this may go against 
1 the preference* of same - the rich - resulting 
in 'inefficiency'. Typically 'efficiency' is 
preferred to equity. Is this the ideal goat? 

DBHNWO THBISBAL 

Areording to theory, a capitalist economy 
vith free competitive markets and no market 
failure when left free achieves pareto 
ovality. lUa is defined a* First Best It 
11 *n ideal situation which does not axial and 
j not unique since by varying the initial 
endowment* of individuals to infinite 
***»&» occurs. Hence (be First Best is a 
rotfier and is used to define the normative 
»*Pret of policy-*a baochmerik by which 
whom should ha guided or need to be 
Mtsd-OovetunrenttotarvaatfantosuchM 
axpct "y r«no u>ybe re duud ai i tor i nrflfc-ifn< . 
n * tWo Pwwu apaoa, with U* aad U* as 

v 
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toe Utility taction* of two individuals, 1st 
the First Best frontier be as depicted hi 
Diagram 1. 

However, markets fail sad is neoclassical 
economics that is when the role of 
government come* in to help the economy 
achieve pareto optimality. In esse of market 
failure, free markets keep the economy 
inside the First Best frontier, say at A in 
Diagram 1. With appro p riate gov e rnm en t 
intervention, the economy is suppo sed to 
move up to the frontier say at B. 

For ncoclasskaleconomists the desirable 
feature of First Best Theory is thst 
government need only intervene in thst 
market which fails whereas the other 
market* can remain free and they will 
automatically take the economy to B. A 
minimum of government intervention is 
then required if the app ro priate policy tool 
is available. 

It is admitted that the First Best is only 
* hypothetical ideal situation. No situation 
which is a ‘no government’ situation exists 
to that in practice finding the frontier is 
impossible. Ascertaining preferences used 
to define the Utility functions is difficult, 
if not impossible, so that neither can the First 
Best frontier be located nor is h clear how 
much government intervention should there 
be when a market fails? 

In this literature,even though government 
intervention is admitted to be necessary, it 
is disliked for three reasons. First, in principle 
government can also achieve the outcome 
that free markets produce, but it is more 
costly for society and, therefore, ‘inefficient'. 
Secondly,itsformisoftensuppoacd to distort 
the markets. Free competitive markets are 
supposed to be efficient and best for society 
even if they cannot achieve the desired equity. 
Thirdly, there w supposed to be policy failure 
which leads to sob-optimality. In all these 
situations, withdrawal of government 
intervention is supposed to result in greater 
'efficiency’ and benefit to society. 

Further, where government intervention 
is justified, it is argued that the government 
may not have the ideal policy instruments 
dictated by policy to achieve the optimum 
and in fact, the avail ablepoltcy instruments 
may further distort markets. For instance. 
A vetch sod Johnson (1962) argue that 
marginal coat pricing (with subsidies to 
producers baaed on taxation of consumers) 
for products of industries producing with 
increasing returns to scale may remit in 
industries inflating costs. Therefore, it is 
vgued that avenge cost pricing (toehminato 
subsidies) which is sub-optimal, is to be 
pr efe rre d Further, since no lump awn tax et 
exist - indirect taxes and income tarn are 
cHstortioeaiy - the Pint Beet frontier it 
unachievable. 

It is admitted that them treating* naaebar 
of cases of market fsBnw in modem day 
economies md this re quires govenmam 


inte r venti on hi a big way. Bit due to toe 
above-mentioned reasons, neoclassical 
ec onomist s conclude that there s hm d d be the 
least amount of governme n t intervention 
even when markets fail. Hence, the 
prescription that the government must 
withdraw. But if the FhalBest is hypothetical, 
what is the existing reality? 

CuMftrr State or Economy 

If government does not intervene when 
required then the economy is likely to lie 
intide t h e First Bes t fro nt ier at say. A. Bather, 
since taxes and other policy instruments are 
diatortionary, even those markets which are 
left free and do not fail will not fulfil 
optimality conditions. This it where the 
theory of Second Best comes in. 

In the absence of the full and a ppropriate 
set of policy tools required to achieve die 
First Best situation, thecconomy is apposed 
to be in a Second Best situation, la this 
situation, not only do the results of the First 
Beat not bold, all maikctsfail and toaebieve 
the optimum, government needs to t a k e over 
all die markets and intervene (Treach 
1981:300J. Thus, the dilemma is that for 
reasons of consumer sovereignty, 
government should intervene die least bat 
i Is intervention is necessary since the world 
is Second Best sod not First Beet. 

The Second Best con sti t u tes a frontier 
which bax to lie entirely within the First Beat 
frontier. It is the frontier which policy can 
achieve given the limitations. Assuming no 
policy failure, there svill be a frontier which 
can be ideally achieved However, dare wil 
be no unique Second Best frosMicr tince its 
shape and position within the Pint Beat 
frontier (dotted Knee in Diagram 2) will 
depend on the restrictions on policy and (he 
form of distortion of policy (assuming no 
failure). Thus. Second Best Utoretnre 
prescribe* no unique policy became toe 
optimum to be achieved depends on toe 
nature of distortion aad toe policy tools 
available. The policy also does not have a 
correspondence with toe free marital ratoa 
(as is the case with Ptest Best rales) ao they 
are not toe benchmark. 

In brief, attaining that individual 
p referen c es can be found aad thus is no 
policy failure, the world as it axis** is Second 
Beat and requires for cptinuBty ail parvasiva 
government in te rve n t ion of a kind which 
does not have cotwupondanoa with tom 
market rates. 

Policy Fajuus neOrtmurt 
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from point A to a point C on the Second 
But frontier or both in come combination. 
The economy may shift from the position 
A but it is unclear in which direction. The 
ecooomy would be at a sub-optimal position 
within the ideal Second Best frontier. 

Sub-optimality can be in the sense that the 
economy is not at the frontier but it can also 
be in the sense that while on the frontier, 
the socially more desirable position is not 
achieved. What is this more desirable state? 
It is the social optimum denned by the 
collective preferences of society. Itis defined 
through the use of a Social Welfare function 
which is suppoacd to contain the desires of 
society. It contains the individual's Utility 
function* weighted by the society's equity 
considerations. It is a theoretical concept 
and in practice derivable only through a 
political process. The government has to 
represent the society's collective desires 
through its policies. 

This function helps choose the points on 
the optimality frontier which are socially 
moredeairable than other points. In animation 
of sub-optimality, it can also enable one to 
establish wbelbcr due to policy the economy 
is moving towards a morc/less desirable 
position. 

This is the basis for arguing that typically 
the Second Best frontier would be socially 
kas desirable than the First Best. As policy 
instruments become fewer, the Second 
Best frontier would shift farther from the 
Pint But and be socially less desirable. 
With policy failure, if the frontier shifts 
farther, that would make it even less 
desirable. However, if the economy move* 
towards the point of optimality, even 
without reaching it, it may still be socially 
progressive. 

When policy fails, the Second Best frontier 
is like|y to shift inwards since additional 
distortions . Any be iffirodoqpd Wgother 
markets. Buty the extent itichieve* its 
objectiyiparffc it means the eemomy drifts 
from pMafbA' towards the Second Best 
frontier, and, therefore, towards a more 
optimal situation. This would suggest that 
under Second Beat situation government 
intervention is essential but due to policy 


failure may have both desirable and 
undesirable features. 

Mmmum Nbcbssaxy Ixratv&moN and 
Redundancy up Policy 

But it may be uked why is government 
intervention needed in so many areas? The 
answer lies partly in the very nature of 
Second Best which requires, as argued, 
pervasive government intervention. But it 
may also be due to the nature of the social 
optimum which may oonsist of a complex 
set of requirements based on the perceived 
social goids. These goals may require many 
policies which in the absence of ideal ones 
may be distorting and then to comet for 
them, require more policies and so on.. 

Is it possible that some of the interventions 
may be redundant? Apart from mistakes, the 
only general answer can be, yes, if they are 
not consistent with the social goals. 
Redundancy may either be a function of 
changes in social perceptions and goals or 
the attainment of social goals. In both cases 
some policies may become redundant and 
their elimination may be desirable to reduce 
policy distortions and failure. But it is 
possible that as soon as the policy is 
eliminated the ecooomy shifts back to the 
sub-optimal position. Such a policy is not 
redundant. 

A redundant policy may then be thought 
of ax one which makes the optimality frontier 
shift in wards but does not enable the economy 
to shift from A. closer to the social optimum. 
It it also possible that due to changes in 
social perceptions, the social optimum shifts 
to a different point on the Second Best 
frontier and policies which were being used 
to shift the economy to the earlier point now 
become redundant. For instance, if society 
cares less for equity, then some of the policies 
aiming at redistribution may become 
redundant. 

It is conceivable that a policy takes the 
economy in the d section oppos ite to the one 
intended. Such a policy is certainly 
redundant. 

In brief, the exteal of government inter¬ 
vention in a Second Best environment is a 
function of the social goals, the availability 
of policy instruments, extent of then failure 
and bow much they distort other markets. 
Some policies may be redundant for various 
reasons but tfaechief one amjhngsUhem may 
be changes in social goals or those cases of 
policy fsihire which result only m shifts in 
the frontier without the economy moving 
towards the frootier. 

Is Thwe a Pais moat Sea wo Best no 
Fats? Barr? 

If Ibe economy is iaaSccond Best situation 
and the aha of NEP is to put it in the First 
Bast environment, is this feasible by simply 


reducing the extant of government 
intervention? Under, the Second Best 
conditions, this only leads to a tedneed set 
of policy tools. If this implies elimination 
of some of the noo-redund ant polices (in the 
above sense) then this can only result in a 


further inward contraction of the Second 
Best frontier and shifting beckof the economy 
to say. A (Diagram 2). The frontier moves 
inwards because now fewer policy 


p 


instruments are available to achieve 
optimality. This would be contrary to the 
desire of moving the economy towards the 1 
hypothetical First Best frontier. 

Usually, the dynamics of the transition 
from the Second Best to the First Best is not 
specified but worse, the above points to the 
fact that even the comparative statics from 
the existing to some specified optimal 
position is unclear. A reduction in 
government intervention in the Second Best 
situation will not result in the First Best I 


being achieved - the economy only moves 
to i different point of sub-optimality and 
very possibly within a contracted Second 
Best frontier. 

The existence of a path which may take 
an economy from sub-optimality in the 
Second Best sense to the First Best frontier 
is not demonstrated. Further, a path defined 
by less of government intervention 
encounters many an instability so that even 
if a path existed, it would not necessarily 
have taken the economy to the intended 
goal. This has a link with policy failure, as 
discussed above and is important even in 
doing comparative statics. Some examples 
would clarify the matter. 


Sboond Best. Policy Faxum and Equity 


In the static framework, typically used in 
neoclassical economica, policies are thought 
of as trying to achieve either efficiency or 
equity and they encounter policy failure 
Withdrawal of aredundantpoUcy will neither 
affeetdistri button nor efficiency. The ahape 
and the position of the frontier may alter but 
the ecooomy remains where it was. 

Taxes and subsidies used to redistribute 
incomes for purposes of equity are not 
redundant policies. To (he extent they ire 
distorting, the frontier shifts but they slso 
result in the movement of the economy 
towards the frontier. If these policies fail, 
the targeted equity is not achieved. Failure 
of these policies is because thqae who sre 
to pay taxes do ncrt;«44ytoyMfce extent 
determined by optiuftikyTxindhioM and 
subsidies are not l e ce ria d by those who 
should, so that the are dad redistribution 
does not occur. Inadequate tax eoBectioa 
means that subsidies paid are lass than 
optimal amount even ff those correctly 
kkrtifitd let tkm 

In Kumar (1993) it is «|Bcd that Be 
existed* of a Mack economy ht India i* 
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aaacolated «Ub v«k mb, kind* of policy 
failure. Mnci taxes are m* paid by those 
who sbotrtd bepaying them. Indirect 
taxes arc largely paid by those who are 
otharWiaecoiMideied too poor to pay taxea. 
Subsidies are often cornered by those who 
should not get them. Further, since 
resources fall abort, borrowing is resorted 
to at higher and higher interest cost to the 
budget and this recycles incomes to the 
savera (the propertied) which defeats the 
task of redistribution. (At shown in Section 
111, in the process, debt and interest burden 
rise.) 

Growth in expenditures on food subsidy, 
employment generation and social sectors, 
like health and education, have suffered in 
real terms. This is aggravated by the crisis 
in the budgets of the state governments since 
they are primarily responsible for these 
expenditures. 

In such a situation what would reduced 
government intervention lead to? Lower 
direct tax rates and higher excise duties 
and sales taxes. This has adverse con¬ 
sequences for equity. The rising interest 
burden redistributes incomes to the 
propertied. Only where the misdirected 
subsidy to the propertied is lowered is there 
redistribution against them. But (o the extent 
the subsidies to the poor are reduced, equity 
is again sacrificed. In the net. it appears 
that the economy is regressing in terms of 
equity. 

Worse, the retreat of the stateinthiscontexl 
means that (be equity goal to he achieved 
is diluted and by giving up of blunting the 
policy inatntments. the optimum that was 
targeted is now changed so that the Second' 
Best frontier draws inwards. 

The shift in the equity goal is not based 
on any social consensus. Hence the new 
point on the frontier being aimed at by NLP 
docs not represent the social optimum. This 
can only result in sub-optimality. 

It is argued by some that legalisation of 
the black economy will reduce policy 
failure. For instance, now import of gold 
is legal. Bui this only amounts to accepting 
>n activity m legitimate while the goal is 
titered. Hpppe it shifts the optimum point 
on the fron^iir without changing the impact 
the activity, therefore, the position of 
ton ecoMjp^r inside the frontier remains 
“nebtofai. In Kumar (1993) it has been 
tdBnSfcut a mere change in the formal 
n mM|an economic activity docs not alter 
fa cteleqna nc e s of that activity for the 

aMuomy. 

Itutifcation for giving up/diluting the 
equity norms is baaed an 1 .after curve and 
“far supply aide and normative consider- 
uions. White as argued in Section HI, they 
fa necessarily lead to supply side 
lM puuaea, the discussion ebove shows that 
lhe ) do not result in a movement towards 
fa maal nptimum or (fa First Best frontier 


s i n c e reao u roes ate sub-optia ally utdised in 
the economy. 

Secom Bear, Pmvaumtkm and EmcsNcv 

Failure of policies also results in non- 
achicvement of allocative efficiency in many 
cases. For instance, in industries with 
increasing returns to scsle. consumers should 
be taxed In give subsidies to the producers 
who should price the product at marginal 
cost. Thus, water, electricity, railways, 
telecom, etc, should be subaidiaed from the 
general budget Since most of these are in 
the public sector in India, for optimality, 
public sector units producing these goods 
and services should be subsidised. However, 
due to tax evasion and the budgetary crisis 
(Section 111) this has declined. 

Corruption has over-capiislised the 
public sector leading to higher cost of 
production. Further, other considerations, 
like, choice of technology, location, ideal 
employer and cross subsidisation, public 
sector costs are higher than they could be 
in the private sector. But these decisions 
cannot now be altered even if the units are 
privatised and handed over to private 
managements. This by itself will not 
improve performance and help achieve 
optimality. Implicit in privatisation is the 
change of goals, like, ideal employer and 
cross subsidy. That is. a shift in the 
optimum along the frontier. Again, there 
is no social consensus on such a shift 
and. as such, these actions ol the 
government, in pursuance of NEP may 
only cause social sub-optimality. 

Will the setting up of new units under 
private managements in say. power and 
telecom help in achieving allocative 
efficiency? Assuming that only the profit 
motive prevails, for optimality, the issue 
will be how would taxes be collected and 
subsidies paid to enable marginal cost 
pricing? Ovcrcapililisation will remain a 
problem with the private sector (Avcrch- 
Johnson effect). The government would have 
to resort to average cost pricing and zero 
subsidies. Since monopolies will have h»be 
allowed and are a natural offshoot of the 
kind of technology involved, the private 
sector is likely to resort to monopoly pricing 
with high rates of return and high tariffs. 
This will he socially sub-optimal and may 
represent a worse situation than under the 
public sector. 

In brief, the policy of provision of 
cheap infrastructure through public sector 
and subsidy to it was not a case* of a 
redundant intervention. Even if policy 
failure was involved, there was movement 
towards the social optimum. Privatisation 
will lead to a contraction of the Second 
Best frontier and to a shift of the economy 
to a less optimal position avray from the 
First Best 


V 

Secnad Best to First Best: 

Instability of Path * 

Even though the above discussion shows 
that the comparative statics results of NEP 
do not correspond to the economy moving 
from the existing situation of Second Best 
to the First Best, suppose it were possible 
through some other mechanism. It would 
then he necessary to show that the path it 
stable. However, as has been pointed out in 
Sect ions II and UI. the path traced by reduced 
government intervention in tbc economy 
faces instability on a number of scores. This 
is a result of opening up which increases 
constraints On the policy-makers since they 
now have to also worry about shocks coming 
from out sidcovcr which they have no control. 
For instance, the magnitude of the fiscal 
deficit, leakages of demand from the 
economy and the impact on BOP become 
a major problem. 

With government cutting back public 
investments, private investments must rite. 
Thus, buxinexK confidence becomes critical 
and to improve it, concessions become 
necessary. Opening up to attract foreign 
capital requires competing with other 
countries to give comcsxjons to MNCs. 
This, as argued, means dilution of equity 
goals. 

Ax argued in Section HI rising concessions 
reduce resource moht lixatiuo. lower growth 
rate, make borrowings rise and. therefore, 
cause fiscal deficit to grow. This forces 
government to cut its investments and 
expendi lures notorial sector* | Kumar 1994]. 
Without these cuts, the rising fiscal deficit 
would lead to leakages of ocmand from the 
economy and create 80Pprohlc(n*- In effect, 
government reduce* its resotuce mobilisation 
and lowers the growth potential of the 
economy. 

Private investments are unable to fdl tbc 
gap and a resource crunch appears while 
indigenous private resource* lie idle. To 
stimulate more investments more 
concessions are given. This aggravates the 
resource crunch and results in a cumulative 
downturn (Section 111). Private indigenous 
capital moves into short-term speculative 
activities due to fear of mtemabouai capital 
which itself only responds to tbc inst ab il i t y 
by bolding back investment. 

As the internal resource mobilisation 
suffers (both private andpuMic)h it ar gu e d 
that there is a resource shortage iotbacounuy 
audforeigncapttal is necessa ry. Sho rta ge i» 
manifested in the shortfall in a chiev em ent 
of Plan targets and uaod as an excas* togive 
coGctMin m to captfaL 

Private foreign capital itself pn d j h t 
due to the c o nc ess io n s it has received and 
the high returns kgete on each urreatenanas. 
For ma t a nWB.it is gening amcli higher i nteres t 
rate* and pay mg about no c apital ga in s an d 
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income tax. The volatility of foreign capital 
only make* Indian capital market* mom 
volatile. 

Conceuiona to capital and alow down in 
growth ia aggravating disparities acroaa the 
boat'd - acroaa income classes and regions. 
With the slate in retreat and public sector 
expected to make profits, and concessions 
to backward areas withdrawn, investments 
are market driven. They are flowing where 
the infrastructure ia adequate and markets 
developed; the differentiation between 
backward and forward areas can only grow. 
As argued in Kumar (1991), concessions 
are raising the share of profits in national 
income while the real incomes of workers 
are declining due to inflation and 
unemployment. This lead* to greater income 
disparities. 

Inability to control inflation ia also linked 
to the created resource shortage. Subsidies 
cannot be allowed to rise for fear of further 
raising the fiscal deficit. Since the current 
inflation is largely from cost side. like, cuts 
in subsidies, increases in administered prices, 
devaluation and exports of essentials, its 
control requires subsidies (financed by 
direct taxes). 

Cut back in social sector expenditures in 
the face of declining real wages and rising 
poverty can only cause social instability and 
increased expenditures on law and order. 
This defeats the purpose of cutting back 
budgetary expenditures. 

CrewxuxtoN: Stxatbgk Reikbat Is Second 
Best SuB-OmMAUTY 

In brief, the path horn the Second Best 
in the First Best based on reduced government 
intervention in the economy, with a major 
component of it based on opening up of the 
economy, faces instability on several counts. 
They are due to inadequate resource 
mobilisation (public and private). budgetary 
imbalance and growing debt and interest 
burden, inability to control inflation and 
growing disparities (regional and amongst 
income classes 1. Thus, any path chatted out 
with reduced government intervention 
(assuming that policy failure is eliminated) 
may not only not lead the economy to the 
socially optimum point but not even to the 
Fust Best frontier. 

With policy failure and the economy in . 
tile Second Best environment, as argued in 
Section IV. First Best is unattainable by 
reducing government intervention. The 
economy may move to a more sub-optimal 
situation while the Second Best frontier 
contracts to a sod ally loss dcairabfc position. 
The principal problem facing ttod economy 
is notioomuch gov ernmen t intervention hut 
failure of policy. There is then no short cut 
to making policy effective. 

While the assumptions of the’First and 
Second Best Theories are questioned by 
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some, it is clear from the above discussion 
that even neoclassical economics does not 
suggest reduced government intervention 
in the economy to achieve the social 
optimum. The argument for appropriate 
government intervention is made from 
entirety different premises by Keynesians 
and others [Kumar 1989 and 1991], 
Within the neoclassical paradigm, 
redefining the social optimum without a 
political consensus and trying to achieve 
it would also keep the economy at a tub- 
optimal position. Changing equity goals or 
cutting subsidies and privatising the public 
sector may not result either in achieving 
the Second Best frontier (not to talk of the 
First Best) or the social optimum. 

The trend of the five budgets since 1991 
illustrates the above propositions that the 
economy is moving to a more sub-optimal 
position within the Second Best frontier 
with no stable path out of the trap. 

Notes 

1 Apart from tbe critics who have potaled 
out that India faced a similar situation in 
1991, inspiteof strict foreig* exchange control 
regimes. India’s representative to IMFearlier 
ia the year and the deputy managing director 
to IMF who was recently in India warned 
India about similar dangers lurking abend. 
See Kumar (1995b) for further analysis. 

2 TiH a few months before December 1994. 
when crisis overtook Mexico, western 
agencies presented it as aa example of 
success. It was the envy of third world 
count ties si ace it had been ad mined toOECD 
and NAFTA. Sign* of a brewing social 
crisis were visible from January 1. 1994 
when the Qnapa Indians started aa armed 
rebellion. 

3 The finance minister is part B of the 
budget speech has said. "... our experience 
in the earlier years of high lax rales 
showed that high rales did ao( lend to 
high collect ioa. 1 am happy to report that 
our decision to reduce rates and thereby 
encourage compliance has yielded good 
results." Earlier tbe Laffer curve hypothesis 
in the Indian coaiext was proposed by 
Bhagwati and Srinivasas (1993:38). 
However, this flics in (be lace of India’s 
experience of the last 25 years as argued 
ia Kumar (1994). Direct lax rates have 
beet reduced sharply since 1971 without 
raising the share of direct taxes ia GDP or 
affecting the rise ia the share of black 
economy in GDP. Fugher, the Bhagwati 
and Sriaivaxaa argument Is based on 
assumptions which they have nut tried to 
aubatantiate with data. Their argument, in 
the context of customs duties, as s u mes a 
/angle maxrau and that India most hems 
position where reduction ia tariff mass would 
raise revenues. Aajaa Mukberjt has pots led 
out that these assumptions may act bold. 
Data »»ace 1991 cotdd have bees given to 
show the effect of reduced custom* duties 
on revenues. 

Table I gives data oa growth ia customs 
collections and reductions ia customs 
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duty rases. There tarn bneu a txmstase 
dawn ■<> ia strongs and peak cuMM 
duty rates but the growt h tit revenue . 
meetly not exceeded tbe difference in tbe 
imports and the average red u ction in entire 
duties a* may be expected tram tbe Lad 
hypothesis. This indicates that no aim 
Laffer hypothesis is operative. 

4 Last year also file fiaance minister h 
suggested that the rate of iafUsioa would 
lowered to about I per cere by October 195 
la Kumar (1995b) H is panted out fins it 
did not happen m spite of the favours* 
drcumetaacre - high reserve* of foodgmi 
and foreign exchange. Why these reeerv 
could sot be used effectively to control pec 
was due to the restrictions oa use ad substi 
and the shrinkage of offtake from PDS7 Del 
in imports of sugar was also the result 
confusion over subsidies. 

5 It has been argued that employme 
elasticities in agriculture may have gone i 
recently due to a rapid rise in productii 
in the less advanced states whe 
employment elasticities may be bighi 
Assuming that the Eighth Plan etasticiti 
bold for these states, stmewise growth da 
from the Economic Survey suggest that I 
1991. this might result in a rise 
employment elasticity ia agriculture by 
per cent. The reason for this smalt effe 
is that the weight of the stales shown 
higher rare of growth between 1988 and 1 V 
is only IbpercenL Since 1987 wasadrou^ 
year for much of the country the rate , 
growth was calculated on the 1988 bai 
Stales showing a high rate of growth are il 
ones which did not have a drought ia T9I 
so fire (heir rates of growth over 1987 a 
lower and their contribution to addition 
employment would be even smaller. 

, 6 In India's federal atniaure, the pro-pot 
schemes are funded by the sla 
governments. Hence total expendibles i 
social sectors by all levels of govenmen 
are more relevant than tbe expenditures 1 
the centre. Since their budgets are fact! 
a growing crisis, the pro-poor schemes » 
likely to remain oa paper. The inasfei 
from the centre to the states are set to fa 
in real terms ia spite of the award of (1 
Tenth Finance Commission so that theen.t 
can only grow. This resource riioitage wi 
now compound the misuse of resources as 
faully/non impleuaratatioa of the scheme 
already in existence. 

7 It is often argued that subsidies a> 
poorly targeted and, therefore, need to b 
withdrawn. Or it is argued that ux< 
charges aeedi»heiacrea*ed4evied.NoK*l 
argues that the subsidies to the weM 
should not be cut hut this has beeppre* 
the excuse to cut-off certaia subaidiaa wtnt 
the much lugger suhstdres/giva a ways to * 
propertied through tax concessions *f 
continued. That is why fire srepirio* 
that Das is only aa excuse to etimiaitfr * 
subsidies which at least partly 
to tbe poor. 

Given the level of corruption aad >*f 
administration, target ad subsidies will 
work can he tire piny to tdiemau the (*® 
poor subsidies. Really, subsidy o# f<» 
even when hugely avatied ef by tbs urtw 
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atttita class, also Mips the poor through 
atablUeiag the Am market food price*. A* 
f ed alse whe c* mbridy for the poor is 
a reflectioe of their Uagnant/declining 
incomes. Oece thie ie redressed, subsidies 
may he eliminated but the can should eot 
be put before the borne. 

I thie it eot difficult to assume aiece mott 
of non-tax revenue consists of interest, 
dividend* aad profits end the tecta he eel lad 
out. 

9 la drawing the Laffer curve it ia ataumed 
that the iadividual'a Utility function (U) it 
afuactioa of dm disposable iacome (l-t)Y 
where t ia the avenge tax rate aad Y the 
iacome m w.l, when w is the hourly wage 
rale aad I the daily hours devoted to work. 
At the margin! lax rale rises so does t. U 
is also afuactioa of hours devoted to leisure, 
say (L-l), when L is the total daily hours 
available. The first derivative of U is takes 
to be positive aad the tecoad derivative to 
be negative. iacome rises with | aad raises 
U while leisure falls with I aad lowers U. 
dearly the optimum would occur where 
the margiaal utility of one extra ueit of 
work equals the disutility due to loss of 
leisure. 

As t rises disposable iacome falls, the 
margiaal utility of additional work would 
decrease so (hat the optimum would shift 
to a lower I. But this argument is framed 
sssumiag that leisure does not require any 
expenditure. If enjoy meet of leisure requires 


incomes sura leisura would haply seed for 
more iacome, sot lass, which the lower!ag 
of I would lead to. An the tax rate riaen, the 
disposable iacome would fall nod leu 
leisure can be aajoyed. Thus more work 
effort would be forthcoming. This would be 
the opposite of the usual assumed euppty 
side response. 

10 it ia suggested that then ie a rising 
cnpilnl intensity of organised sector 
production since the 1970s. This trend is 
likely to have accelerated since 1991. It 
would cause P/Y to rise white reducing 
employment per unit of output and 
thereby lowering C/Y further. 'While this 
would, according to the model presented, 
cause investment to rite demand may 
fall due to lower consumption and affect 
growth. 

11 This is being effectively spoiled by the 
dominant role international finance capital 
has come to acquire in Indian policy-mating. 
They are using the strategic retreat to further 
their own interest at the expense of indite 
capital. Earlier. Indian capital may have 
thought it would be able to manage this 
[Kumar 1991] but aow it has run into 
difficulties. 
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Puzzles in Budgetary Policies 

Mihlrftakafcit 

This paper identifies the more glaring puzzles and contradictions in the policy instruments embodied in the budget, 
seeks to locate their sources in terms of macro-economic models and examines the efficacy of alternative policies. 
The analysis leads to the conclusion that there is substantial scope for public investment without adding to inflationary 
pressures. Such investment would in fact raise the overall saving ratio of the economy and reduce the investment¬ 
saving gap in the public sector. Also missing in the budgetary measures is a rational system of tariffs, taxes and subsidies 
based on considerations of both comparative advantage in production and comparative benefits from domestic 
tabsorption of goods and services. 


Do I contradict myself? 

Very well then ... I contradict myself; 

1 am large ... I contain multitudes 

-- Whitman 

THE purpose of the present paper is to 
examine some important aspects of 
budgetary policies which do not appear to 
be based on a coherent view of the working 
of the Indian economy. Section I draws 
attention to the puzzling and contradictory 
nature of the policy instruments adopted 
under the budget. Sections II and III try 
to locate the sources of these puzzles in 
terms of macro-economic models and 
examine, with special reference to the 
Indian economy, the efficacy of alternati vc 
policies. Section IV summarises the main 
conclusions. 

I 

Goals and Policies 

Like most official documents, the 
Economic Survey I994-V5 and the Union 
Budget 1995-96 contain a number of 
observations and policy statements which 
are difficult to reconcile in terms of a 
consistent macro-economic framework. 
Before going into an evaluation of budgetary 
policies it is useful to identify the most 
glaring of these contradictions and examine 
their nature in terms of objectives, macro- 
economic linkages and constraints perceived 
to he in force at the current juncture 

Government Finance and Inei aoon 

While dealing with different modes of 
financing government expenditure both the 
government and its critics recognise the 
inflationary impact of a rise in indirect taxes 
and administered prices ofgoods and services 
hke petroleum products, coal, electricity or 
railway freight. However, financing 
government expenditure through borrowing 
from the public or the Reserve Bank is also 
t! *u*derad inflationary. This indeed may 
"^•“rittne an example of policy di lemma the 
rc *olution of which requires quantitative 
estimates of the relative inflationary effects 
of indirect taxes, borrowing from the public 
•nddefk^ftreoar^.ButtwobasicprcWem* 


with such a view remain. First, when the 
contemplated changes in policy instruments 
are relatively small or the numerical values 
of the coefficients are estimated from a 
linear model (as they most often are), only 
one (and not a combination) of the three 
modes of finance would yield the minimum 
rate of inflation. The reliance on more than 
one mode of funding government 
expenditure can then be defended only on 
the basis of multiple objectives, lack of 
information or uncertainty. Second and 
more important, while the inflationary 
pressure from indirect taxes is supposed to 
operate through the cost push effect, the 
proposition that an enlargement of fiscal 
deficit raises the prices level is derived 
entirely from the demand pull theory of 
inflation. Since the policy implications of 
the two theories are quite different, it is 
important to examine their relevance before 
one can assess the efficacy of alternative 
fiscal instruments 

Pra^iES in a Dexiand Constraint Regime 

Short-term policies relating to the level of 
government expenditure and its financing 
depend crucially on whether the economy 
is characterised by excess capacity or 
production is constrained by supply 
bottlenecks The industrial sector in India 
has been plagued by underutilised capacity 
for quite some time and the government 
has tried to t ack le the problem in the current 
budget by reducing excise duties on a wide 
range of industrial products. However, this 
attempt at raising demand does not (ally 
with measures like cutback in government 
expenditure on capital account, scaling 
down of monetised deficit and the tight 
money policy pursued by the Reserve Bank 
of India - measures which cannot but have 
a contractionary impact on the level of 
domestic demand and production. 

No less puzzling are the policies relating 
to imports and foreign investment. Given 
the excess capacity in the industrial sector 
and the perception that scarcity of i mp o rted 
inputs is no longer a binding constraint an 
domestic production, it is dHficulf to explain 
the economic rationale behind the inflow of 


foreign capital (see Section II). Since the 
middle of 1993 inflow of foreign funds 
(through GDRs, foreign institutional 
investments and other routes) has accounted 
for (he major pan of the increase in reserve 
money and constituted a costly means of 
expansion of domestic credit (Rakshit I9RI]. 
Utilisation of these funds through import 
liberalisation, as attempted in the current 
budget, would be contractionary and run 
counter to the objective of raising capacity 
utilisation. 

Growth Promoting Strategy 

The ministry of finance appears keenly 
alive to the importance of saving and 
investment, especially in infrastructure, in 
raising the long run growth rate of the 
economy. But the budget is not on the 
whole designed for reversing the declining 
trend in the investment and saving rates 
over the last four years. Reductions in 
excise duties on a wide range of goods 
bought by the middle «nd upper income 
groups and tension of facilities for 
consumer good imports are likely to reduce 
the ratio of investment to consumption and 
put obstacles in the process of transition to 
a higher growth path. Cuts in capital 
formation through the central budget, 
reduction in monetised deficit and tight 
money policy will have similar consequences 
in view of (a) the financial crowding out 
effect of enhanced borrowing Ifora the 
public; and (b) co mp l em entarity between 
private and public investment 

Note finally that considerations of 
containing the fiscal deficit have prompted 
the government to reduce budgetary support 
to many a deserving sector. But such 
considerations are not reflected in reUance 
on borrowing from the public at high 
i n terest ra ses and fiscal coa cess i ous to upper 
and middle class consttmptioa. Neither is 
it easy to resolve, n the co m ma of the 
widely acknow le dge d rote of seigniorage 
r lmrant of fia m idBg public hwwttinant, 
the pozxfe of the gradual mdns tr o n of 
moneti s ed delicti (in s br oh nt terms) over 
the next two years and its tomplsu 
absodoosnent tram 1997-9* onwards. 


(Oft 
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Budgetary Imt nufta; 

An Aggregative View 

In order to appreciate the scope for and 
limits to the deployment of alternative 
budgetary measures we may first take a 
quick look at their implications in a one 
sector model used in mainstream macro¬ 


afi ec a rion of wa o ureet is there alu e n a pce 
of the optimum ratio between what 
development economists call directly 
productive investment and investment in 
soda! and economic infrastructure in the 
form of health, education, power, marketing 
network, and transport and communication. 
It it important to keep these considerations 
in view while judging the short and the long 
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It is also clear that so Jong as the ratio of 
infrastructural to directly productive capital 
stock is suboptima), there is no case for 
Reserve Bank credit to the commercial sector 
or accumulation of foreign eachange 
reserves 1 at the expense of monetised deficit 
(as has been happening over the last two 


economics. If the economy is characterised 
by demand constraint and mark up pricing, 
the following policy conclusions are 
immediate. Pint, all worthwhile public 
expenditure (on investment or consumption) 
should be financed by borrowing from the 
Reserve Bank, in the short run this will 
generate additional supply of loans through 
the operation of money and credit multi pliers 
ynd help raising the level of private 
investment The long run effect of the policy 
consistsin the minimisation of interest burden 
on public debt the most important element 
of which is the transfer of income from the 
public to the private sector and the consequent 
lowering of the aggregate saving ratio. 

Second, indirect taxes tend to raise prices 
and reduce, ceteris paribus, the levels of 
output and employment. These effects could 
be substantial when taxes are imposed on 
intermediate goods and money wages are 
linked, albeit imperfectly, to the cost of 
living index. 

Third, capital inflow from the rest of the 
world may make economic sense to 
individual investors, but entails substantial 
coat to the economy. To the extent these 
funds are used to finance imports, the 
economy suffers from a contractionary 
* impact in the short run. in the long run the 
outflow of interest and profits on foreign 
capital erodes the current account surplus 
and reduces the ratio of saving to national 
income [Rakshit 1994], It is only when the 
economy is capacity or foreign exchange 
constrained can inflow of foreign funds (as 
distinguished from technology imports) 
play a positive role in promoting domestic 
investment and economic growth. 

Surttv CowraAiNT 

The problem of formulating fiscal policies 
becomes difficult when the economy 
operates close to full capacity, the 
government's ability to raise direct taxes 
is severely limited and both the aggregate 
saving ratio and public investment need to 
be increased for stepping up economic 
growth. Thus if India is to catch up with 
the fast growing countries of the world, the 
domestic saving ratio must be raised from 
its current level of 30.4 per cent to mote 
than 30 per cent over a period of, say, five 
to seven years - a by no means impossible 
task, as the experience of earn and south* 
east Asian countries suggests. Again, one of 
the most important aspects of efficient 


run implications of fiscal instruments for 
inflation, saving and incremental capital- 
output ratio. 

With a Unding capacity constraint prices 
tend to respond to demand-supply imbalance 
so that conclusions drawn on the basis of 
cost-push mechanism will no longer be 
generally valid. Thus contrary to the widely 
prevalent view even indirect taxes will be 
disinflationary as they effect a transfer of 
purchasing power from the private sector to 
the government. The efficacy of indirect 
taxes is however seriously impaired when 
the real wage rate and the mark up (over 
indirect tax-inclusive cost) that workers and 
firms seek to attain at full capacity output 
are relatively high. Beyond a point an increase 
in the indirect tax rate then generates 
inflationary depression (with an imperfectly 
elastic supply of credit). Hence arises the 
need for altemati ve modes of financing public 
investment. 

Operation of supply constraint also limits, 
to be sure, the role of seigniorage as a means 
of financing government expenditure, but 
still the instrument does not lose all its 
potency [Buiter 1990; Rakshit 1982]. In a 
growing economy there is always a non- 
inflationary level of deficit financing and 
this level approximates the product of the 
growth of income, income elasticity of 
demand for reserve money and its initial 
stock less the addition to the optimum stock 
of foreign exchange reserves due to the rise 
in foreign trade Thus the scope for deficit 
financing could be substantial when the 
economy experience increasing monetisation 
and financial deepening, and a consequent 
rise in the income elasticity of demand for 
reserve money. 

Again, as the literature on optimum 
seigniorage suggests, the government can 
up to a point appropriate resources through 
an increase in monetised deficit even when 
the price riie partly erodes the purchasing 
power of net RBI credit to the government, 
The problem here arises^n (he form of a 
trade-off between inflation and government 
expenditure at the margin. More funda¬ 
mentally, one may view this as a trade-off 
between a higher sbort-rm inflation and a 
larger long-run growth with a lower rate of 
inflation. To the extent monetised deficit 
forces a cut in private consumption and 
raises the ratio of infrastructural investment 
tocapital accumulation in directly productive 
sectors, tbere is a step-up in the growth r*e 
of the economy and an enlargement of the 


yean). Such a switch raiaes the overall t 
incremental capital-output ratio of the 
economy and reduces its long-run saving 
potential as the government is forced to 
borrow from the market at high rates of 
interest. Indeed, under the conditions noted 
above, seigniorage, backed by a rise in caih 
reserve ratio, can promote growth without 
creating inflationary pressure. 

What about the impact of an increase in 
. cash reserve ratio ot the profitability of the 
banking system? The widespread notion that 
the impact is unambiguously advene is based 
on a somewhat narrow and partial view of 
the problem. Most econometric studies 
suggest that the demand for bank credit is 
relatively interest inelastic. 3 In a flexible 
interest rate regime a credit squeeze through 
a rise in CRR can thus enhance rather than 
reduce earnings of commercial banks. 
Second, when public investment raises the 
productivity of resources in the rest of 
economy, there is an associated increase in 
the interest rate at which banks can lend to 
the commercial sector.* Third, one of the 
most important determinants of profitability 
of banks is their scale of operation so that 
almost all growth promoting strategies would 
generally contribute towards the long-run 
viability of the banking system. 

Our analysis suggests that it is only after 
the government has exhausted the 
possibilities of seigniorage and indirect taxes 
should it take recourse to marker borrowing. 
The reason lies primarily in the high interest 
burden of such loans and the inability of the 
fiscal machinery to mop up private gains 
from public investment. Quite clearly, the 
scope for investment in social overheads 
through market borrowing becomes huger, 
the greater the efficiency of the tax system 
and the easier the problem of raising revenue 
from the beneficiaries. 

Emergence of supply bottlenecks (or 
foreign exchange constraint) creates an 
important role for foreign capital m 
supplementing domestic saving and raising 
the growth rate of the economy. At the tame 
time it is necessary to guard against some 
advene consequences of borrowing from 
abroad, in view of the nature of the fiscal 
constraint considered in connection with 
market borrowing, foreign finds should he 
used primarily for financing directly 
productive investment. 4 However, it is also 
necessary to use fiscal instruments in order 
to correct for the deficiency of private 
economic ca lca las in respect of foreign 
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b u rwiul^ The u se* te hy arises on several unless substantial investment is undertaken boric and intermediate goods industries 

co«a*». Bat, the cost of borrowing to a in time fields. Fifth, while the scheme for anti the fact that the overwhelming pan of 

private investor i* approximated by the bank credit to priority lector ha* not been thewsgebillratheseeoterprisesconstiiuies 

intereat rate; but since the country face* an aban doned under the new ec o nom i c policy, (food and not a variable coat*, the secondary 

upward rietaf supply of credit in the the supply of loans to fanners and other expansion of demand (and hence the 

international market, the marginal cost of borrowers in the organised sector has over inflationary pressure) generated through 

Ixjrrowtng to the country exceedi the imerest the last few years been consistently below public (or for that matter pri vate) investment 

rate at which an individual investor can the target will be negligible. What is no less important 

borrow. Second, when the country is not In order to appreciate the significance of for an economy subject to the fiscal 
‘small’ in respect of its exports (as most time factors for public policy we need to constraint, the marginal increase in public 

countries including India are not), the keep in view some of the crucial macro- saving will be dose to public investment 

marginal return on investment evaluated in economic linkages and nature of the so that contrary totheconventional wisdom 

foreign exchange will be less to the country interaction between different sectors. As such expenditure would not add 

than to the private producers. Third, an already pointed out, quite a few gov ernm ent significantly to what IMF calls the public 

mcreasein the ratioofdebt servicing toGDP policies under the current budget are based sector borrowing rcquircmenttwhkbequali 

raises the degree of risk on the balance of on the perception that industrial production the fiscal deficit plus borrowing by public 

payments front, especially when the is constrained by (he level of demand. But sector undertakings), 

international capital market is imperfect,’ this does not necessarily call for fiscal In view of the complementarity between 

export demand is subject to wide measures aimed at an across-the-board public and privaie investment development 

fluctuations and business cycles in increase in the demand for industrial goods, economists have noted the difficulty of 

advanced countries generate more or less The reason lies in interaction with and convening the domestic saving ptnweial 

symmetrical movement in the demand for feedback from other sectors of the economy, into realised investment in an economy 

almost all traded goods. Hence even when An increase in the production of industrial threatened with an internal debt trap (Bachs 

foreign capital can contribute significantly goods creates additional demand for food 1990; Taylor 1991). However, (hey have 

to economic growth, the government needs and raw materials like cotton and sugar ignored the self-financing nature of public 

to impose a tax on inflow of foreign funds cane supplied by the agricultural sector, investment in a country like India. Indeed, 

in order to ensure (he optimum scale of Given the responsiveness of prices of with a strong positive link between capital 

borrowing from abroad. primary products to demand-supply formation in private and public sectors, an 

imbalance, relaxation of demand constraint autonomous increase in government 

III in industrial sector is not thus without investment can turn out to be a potent 

Neo-Structuralist Perspective inflationary consequences. instrument for reducing the investment- 

This inflationary pressure is strengthened saving gap in the public sector, avoiding 

Some of the most important problems of by the operation of three other factors. First, the internal debt trap, and raising the long 

public policy in a developing economy cost escalation in agio-based industries has run growth rate of the economy! The nature 

cannot be examined in terms of a single- a direct impact on prices of their products, of (he economic mechanism generating 

sector model. Thisis true for policies relating Second, in all industries, whether they are these effects may be illustrated with »simple 

to not only resource allocation, but also directly agro-based or not, money wages example. Assume that (a) a unit increase 

macro problems like inflation, growth and tend to rise as they are adjusted to the cost in investment expenditure ruses total profits 

balance of trade. There are significant of living index the most important in the public sector (inclusive of additional 

differences across sectors concerning the constituents of which are pricesoffoodgrains government revenue) by 0.8 units*; and 

constraint on their current production, patiem and other goods produced with inputs from (b) a unit of public investment induces 0.6 

of organisation, adjustment in prices to the primary sector. Third, the (income- and units of capital accumulation in the private 

changes in demand and supply conditions, price-induced) increase in the demand for sector. Every 100 rupee increase in 

and the nature of the product. For the Indian imports of both intermediate inputs and final government expenditure on investment will 

economy the following structural features products, and the reduced competitiveness then reduce the investment-saving gap in Ike 

are of special significance in framing of exports due to rise in domestic prices public sector by Rs 28. This p rovide s yet 

gover nmen t policies. enlarge the deficit in the balance of trade, another instance of the fallacy of co m poafcto n 

First, free market prices of agricultural When a flexible exchange rate regime is and the folly of relying on the partial app ro a ch 

goods are market clearing, but prices of in force, the trade gap would be closed in framing public policies, 

industrial goods and services, particularly through a depreciation of the rupee; but in What about the excess capacity in 

those produced in the organised sector, are the process the domestic price level will consumer goods industries, especially those 

mostly administered andcost driven. Second, tend to rite doe to increase in prices of producing white goods and other items of 

as of now public enterprises account for the intermediate and final products procured upper and middle class consum ption? The 

major part ofproduction in the infrastructural from the rest of the world. perception that the existence of excess 

sector ns also in bask and capital goods capacity in a particular group of m du s trin s 

industries. Third, movement in foodgrains Demand Management calls for a cut in d om es tic duties' on those 

prices and a few items like clothing and fuel goods ignores important inter-sectoral 

sre the moat important determinants of Several policy conclusions follow from linkages. Tothe extent produ cti on of there 
changes in the cost of living index of rural the structural characteristics and macro- goods involves increased use of agricuhnral 
labourers and urban manual workers, and economic linkages noted above. The first products, imports or scarce universal 
have a significant impact on the incidence and the most important is the superiority mtrrmedi sat * . there is a cot m terms of 
of poerty. Fourth, in spite of the increase of public investment over promotion of foregone i nv eau n em or cur re n t t t m eemp ri aa 
in its output during 1994-95, the industrial upper or middle class consumption as a of the bask necessities of We. Thu pomes 
•ector is faced with the problem of excess mean* of attaining both short and long -ran so the severe h nu utw o s of the ttkfcte down 
capacity. However, the supply of power objectives. As we have emphasised tnrtisniim mil of the puhey of gwrarahtg 

*nd Other infrastructural facilities it soon elsewhere (RakaWt I9M). given the large labour u wcs wvt acti vi tiesere epe csiveofdu 

expected to eamgeoa a binding constraint presence of public enterprises hi capital, nature ef the then products. 
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Taxes and Susnoes 

The foregoing analysis suggests that even 
though underutilised capacity prevails in 
some sectors, there can be a trade-off 
between growth and inflation (or incidence 
of poverty) due to import costs or supply 
bottlenecks operating elsewhere in the 
system. The scope for non-inflationary 
growth, it is also not difficult to see. is 
reduced considerably to the extent scarce 
resources are used directly or indirectly in 
supporting non-essential consumption. 
Hence arises the need for taxing such 
consumption when direct taxes cannot be 
used to effect the required cut in the 
purchasing power of the upper and middle 
- income groups. 

An essential requirement for containing 
inflation is the relaxation of the supply 
constraint in the agricultural sector, ft is 
in this context that one has to resolve the 
controversy regarding food and fertiliser 
subsidy. A number of economists as also 
the Economic Survey i 994- 95 have singled 
out the increase in procurement prices as 
an important factor contributing to double 
digit inflation during 1994-95. However, 
the ratio of subsidy to GDP was no more 
than l.l per cent in 1994-95 compared 
with 2.0 per cent in 1990-91 and 1.5 per 
cent in 1992-93 and 1993-94. Again, the 
Economic Survey 1994-95 itself draws 
attention to the role of high procurement 
prices in raising agricultural output which 
ceteris paribus should have had a 
disinflationary effect on the economy. 

In order to appreciate the effects of food 
policy it is nccesvtrv to consider (a) the 
supply response to procurement price and 
the cost of fertiliser, (b) the issue price and 
addition to stocks by Food Corporation of 
India (FCI); and (c) the level of subsidy 
an agriculture and its feedback effect from 
the rest of the economy [Das 1989; 
Dasgupta 1989; Storm 1993). With a 
positive supply response and no addition 
to PCI stocks, food and fertiliser subsidies 
should tend to reduce prices of farm 
products and hence contain the cost 
escalation in the non-agricultural sector. 
The disinflationary effects arc reduced if 
not reversed when additional income 
accruing to farmers produces a targe 
multiplier effect and other demand 
generating forces arc at work in the non- 
agricultural sector. 

So far as the 1994-95 experience is 
concerned, perhaps the single most im¬ 
portant source of inflation was the large 
addition to stocks by PCI ip the face of the 
rise in foodgrains output at 1.6 per cent 
lagging behind the population growth rate 
of about 2 per cent. The p robl e m was 
compounded by the increase Hi demand for 
non-agricultural goods aided by the 
consumption . promoting measures of the 


government. Had PCIrelease d Its ex ces s 
stock in the domestic market, both 
foodgrains prices and the general [trice 
level would have come down. The operation 
could no doubt have involved some loss 
to PCI with the widening of the gap between 
the procurement price and the issue or/ahd 
market price. But given the excess stock 
at the disposal of PCI and high cost of 
storage, the lots would have been less than 
that of carrying the stock for one or two 
years. Be that as it may, from the viewpoint 
of short run inflationary consequences, not 
only is the loss notionid, but there is also 
a decline in public sector borrowing 
requirement. 

Many a mix up in agricultural policy 
arises from not distinguishing between two 
roles of Food Corporation of India. The 
first role concerns the intertemporal 
stabilisation of foodgrains prices and in 
this regard FCI only supplements the 
activities of private traders. The second 
objective of FCI is provision of food 
security the most important component of 
which is the availability of foodgrains at 
relatively low prices. Food and fertiliser 
subsidies should be designed primarily for 
the promotion of the second objective. The 
implication is that there is a failure in the 
design and/or implementation of these 
policies when FCI carries stocks in excess 
(or short) of what is required for moderating 
inter-year fluctuations in food prices. 

If we ignore external links, foodor fertiliser 
subsidies perse do noL involve any cost to 
the economy so long as agricultural 
production is price responsive and industries 
operate with excess capacity. There is a 
supply side boost to agricultural output 
(through enhanced profitability), but this 
boost need not be at the expense of 
investment in any sector. Indeed, due to 
intersectoral linkages noted above, an 
increase in public investment has now to 
be supported by additional budgetary 
support to agriculture in order to reduce 
the inflationary pressure on food prices 
and the co n se que nt rise in industrial costs. 
A longer term solution to the problem of 
capacity utilisation in industries due to 
scarcity of farm products lies in enhanced 
infrastructural investment in agriculture 
which crowds in private investment and 
enlarges the price responsiveness of 
agricultural production. 7 

When industrial production is constrained 
by capacity, infrastructural facilities orother 
supply side factors, food and fertiliser 
subsidies cease to be costless to the economy. 
The cost in real terms is notbingbut foregone 
investment and/dr cons ump tion of noo- 
africuliund goods and services. Hence 
em er g es the problem of deciding on the 
optimum scale of subsidies to agriculture 
which in its tun involves the problem of 
trade-off between current and future rates 
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of inflation and gwwih. Given the operation 
of the law of diminishing return s to variable 
inputs, it is quite clear that beyond a point 


food and fertiliser subsidies will be less 
efficient than agricultural investment in 
promoting the objective of non-inflationary 
growth. But to put the record straight, such 
a choice should be relevant only when 
industrial production is not demand- 
constrained and all possible fiscal measures 
have been taken lo reduce private and public 


profligacy. 


Exploiting External Links 


Some of the policy conclusions drawn 
above are required to be revised where we 
take account of trading opportunities open 
to the economy. However, even il'wc ignore 
problems relating to scale economies, 
learning by doing and all lhai. blanket trade 
liberalisation with the removal of all tariffs 
and subsidies will noi generate (he optimum 
scale amt pattern of foreign trade. Promotion 
of basic economic objectives requires I rade 
policies designed for (a) relaxing the 
constraint on capacity utilisation laced by 
the economy: (b) restructuring production 
activities in line with dynamic comparative 
advantage: and (cl attaining (he optimum 
composition of domestic absorption To be 
more concrete, let us indicate how these 
considerations affect the policies suggested 
lor a closed economy. For simplicity wc 
shall abstract from economies ot scale, 
endogenous technical progress and related 
issues. 

We have noted how the objective of non- 
inflationary growth can he secured through 
public investmeni with support to agriculture 
when industrial sector is faced with demand 
constraint. We have also suggested that 
production of while goods and other artu les 
ol upper class consumption goes against (Ins 
basic objective. With possibilities tor foreign 
trade, several options for furthering (he 
objective arc opened up. First, white goods 
may be sold abroad in order to import 
toodgrains so long as import per unit of 
export is more than the amount of food 
required in its production. The implication 
>t that contrary to the policies adopted in 
the current budget, there should be a slit I 
excise duty on the production of luxury 
items supplemented by countervailing 
duties on their imports und duty drawback 
»n exports. Thia should promote allocative 
efficiency without distorting the pattern of 
domestic absorption. If these industries arc 
m ’t internationally competitive, some 
export subsidy along with a tux on 
mveumem in these sectors may resolve the 
eunflictingobjcctivesof capacity utilisation 
* n< l efficiency in allocation ol resources 
IKakshit 1 994a | 

S| milar conridemrionx should apply to 
c "PiW goods industries except that these 


goods would form an important part of 
domestic absorption. We have indicated 
elsewhere the distortionary effects of tariffs 
and taxes inducing capital goods imports 
[Rakshit 1994. 1994a). In fact, if there is 
large scale excess capacity in this sector, 
price responsiveness of food output is 
severely limited and the economy is 
suffering from stagflation, an increase in 
domestic investment should be supported 
through food imports in lieu of export of 
capital goods. 

Finally, for agricultural exports a simple 
minded application of liberal trade policies 
can prove disastrous. Food export in a bid 
to clear Ihc excess stocks at the disposal ot 
FCI provides an interesting example of how 
the basic objectives of growth and poverty 
eradication can fail a prey tothe superstitious 
belief in the primacy of reduction in fiscal 
dcticii. Export ol agricultural goods like 
fruits or flowers may. to he sure, play an 
important role. Bui two types of measures 
are required in this regard for securing ihc 
basic objectives First, given the 
imperfections in the international market, 
some taxes or subsidies are called tor in 
order io realise (heoptimum sealeof exports 
Second, such exports are jusiified only so 
long as the quantity of loodgrains (or other 
necessities) imported against them is more 
than the domestic cost in terms of livxJ 
output Otherwise, trade will conmbuic 
towards deindustrialisation and growing 
incidence ol poverty, as happened during 
ihc colonial days [Rakshit I9X2| 

IV 

Conclusion 

<ui Given the structural characteristics ol 
and consiramls laced by Ihc Indian economy 
at the current juncture, there is substantial 
scope lor public investment without adding 
(o ihc inflationary pressure. 

lb) Such investment would raise the 
overall saving ratio of the economy and 
reduce the investment-saving gap in the 
public sector 

(c) Fiscal concessions to upper and middle 
class consumption limit the scope lor non 
inflationary growth and distort the pattern 
ol domestic absorption. 

idl Within limns seigniorage is a potent 
instrument ol furthen ng economic objccu vcs. 
espes tally in j fiscally constrainedeconomy. 

i c) Policies pntn*8ingcxport ol toodgrains 
and import ol industrial products violate the 
economic principle of ‘selling superfluities 
inexebangeof necessities'. A rational system 
of tariffs, taxes and subsidies has tube based 
on considerations ol both comparative 
advantage in po duct too and comparative 
benefits from domes! ic absorption of various 
goods and services The budgetary measures 
by and large do not reflect these 
considerations. 


Notes 

1 Beyond the transactions and precautionary 
requirements of the economy. 

2 This is true for total bank credit, not the 
demand faced by an individual bank What 
is relevant here is the elasticity of aggregate 
demand for bank credit. 

J Given the north-easterly shift in the demand 
for bank credit. 

4 In a ulopian set up foreign funds may be used 
to finance any expenditure, consumption, 
investmeni or even transfers. Bui given (he 
dismal record of utilisation of foreign aid in 
non-commercial projects and the future 
interest burden on the economy and the 
Treasury, u would be prudent for the 
government lo rely primarily on domestic 
resources 

5 So that even Tor a risk neutral economic 
agent ihc usual value of the mean return 
gives on overestimate of the return relevant 
for rational decision making | Rakshit 19X21 

b In a closed economy (or zero import content 
of capital goods) with all wages in public 
enterprises constituting fixed costs, the 
additional public saving will be dove to 
unity 

7 Using a computable general equilibrium 
model Storm (1991) shows that a nse m 
public investment in agriculture along with 
an increase in the quantity of food released 
through (he public <l stnbulum system will 
raise the growth rate along with a decline 
in ihc prices of agricultural goods. 
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What are the ‘Fundamentals’? 

Pulapre Balalcrishaan 

To attempt to control the economy by targeting certain so-called fundamentals, prominent among them the fiscal 
eficit, appears to be ambitious in the light ofthe recent experience. In any case no real fiscal ‘correction ’ has occurred, 
'o cut the deficit and call this 'fiscal prudence ’ reveals an Orwellian imagination. This article examines the foundations 
f the macro-economic aspects of the recent policy initiatives. 


US is an essay on the ongoing reforms, 
- suae of the economy and the Union 
idget for 1995*96. Since the greater part 
the reform process has been focused' on 
■ question of macro-economic stability I 
nftne myself largely to an examination of 
foundations of this, namely, the macro- 
onomic. aspect of the recent policy 
tiatives. 

1 

Foundations of Recent 
Macro-Economic Policy 

A most influential idea in the sphere of 
cro-economic policy today is that the 
acro-economicenvironment', notably the 
s of inflation, is the principal determinant 
growth. More generally, the idea that the 
cro-economic environment matters 
>st has led to.the attempt to identify 
lain crucial variables as representing 
so-called fundamentals of an economy, 
e fundamentals, naturally, are macro 
riablcs and the fiscal deficit has found 
undisputed place among them. Thus, in 
:alculated leap, the dictum get ihc 
lalivc) prices right' has been replaced 
the injunction to get the ‘fundamentals’ 
ht. 

According to this view the ‘fiscal deficit' 
the lodestar on the macro-economic 
moment, for in its control lies the means 
a lower inflation rate and to a reduced 
ernal deficit. Undoubtedly, economic 
licy-making in this sphere has been 
luenced by the perceptions of the 
iyen in the financial sector who. with 
creating cross-border capital flows, 
w command some attention from 
vemments of market economics, in fact, 
leaden 1 of the corporate sector might 
•II have led this move,'for, ‘the 
Ktamentals' is not an expression one 
ds in mainstream macro textbooks, at 
st not as yet. Clearly the Narasimha Rao 
vemment it influenced by this idea, for 
m before have we semi such a devotion 
the Indian macro-economic scene as 
;been reflected in the government's 
icy statements over the past four yean. 
Mk at the performance of the economy 
the light of what has emerged as the 
■’emment’a view' of how the economy 
rks. 


The Rhetoric: Sounds Fundamental! 

(a) The fiscal stance and the balance of 
payments: 

The idea that the fiscal and external deficits 
are related cm be generated in two different 
ways. First, in a Keynesian macro model 
with exogenous exports and imports related 
to income, expansionary fiscal policy 
worsens the balance of payments, unless it 
is accompanied by ‘expenditure switching’ 
policies. At full employment there is no 
alternative to the reduction of 'absorption'. 
Of course, in the earliest interpretations, for 
instance in James Meade's classic analysis' 1 
of balance-of-payments policy, it was never 
assumed, that the cut must come in public 
spending alone, in fact, there was nothing 
in the 'absorption approach’ to the bop to 
identify the role of the fiscal deficit in 
generating the external deficit. This hat 
required a different approach, and alas, also 
the jettisoning of economic theory. The much 
abused 'twin deficits' view may be arrived 
at by manipulation of (he standard identity 
of National Income Accounting which 
expresses the equality between income and 
expenditure in an open economy. Thus: 

Y = E may be decomposed into 
C+S+T+M = C+l+G+X 

where ‘Y’ stands for inconie. *E’ for 
expenditure. *C' for private consumption. 
'S’ for private saving, *T for taxes. 'M' for 
imports. T for private investment. ‘G’ for 
government spending on consumption and 
on investment goods and 'X' for exports 

This may further be re-arranged to yield: 

(M-X) = (G-T) + (l-S) 
where the expression on the left-hand side 
is the current account deficit while (G-T) 
and (l-S) represent the fiscal deficit and the 
private sector saving-investment balance, 
respectively. 

Assuming the private sector's behaviour, 
represented in this case by the saving- 
invejtmeot balance, to remain unchanged, 
one can expect the external and internal 
deficits to move together. This tautology has 
led to the proclamation that the fiscal deficit 
‘causes' the current account of the balance 
of payment* to go into deficit too. There are 
two problems with this view. Not only are 
we dealing with an identity here, but this 
feature by itaeif would ensure that there are 
(n-l) possible re-arrangements. Thus 


Feidstein' has pointed out what he claims 
to be a more meaningful re-arrangement of 
the original identity as: 

S - (G-T) = I + (X-M) 

This is done to argue that since the 
inverse of the fiscal deficit is ‘public 
saving' changes in the deficit may. once 
clubbed with private savings, be inter¬ 
preted as changes in national savings. 
Now assuming that the fundamental 
relation in the economy is that between 
saving and investment, Feidstein argues 
that changes in national savings due to 
changes in the fiscal deficit may well be 
expected to alter (private) investment rather 
than net exports. The point of it all is to 
suggest that the supposed impact of 
changes in the fiscal deficit on the external 
deficit cannot he so easily assumed. 
International capital mobility must weaken 
the link between national saving and 
investment in an open economy. However, 
Feidstein and Hon oka show* that it hes been 
unable to erode this relationship even in the 
US economy where capital flows are 
prominent. 

An extraordinary feature of the ‘twin 
deficits' view of extern* 1 deficits appears to 
be that such deceits co-existing witha surplus 
on government account are no longer a source 
of concern. After all. under the scheme of 
things, the 'fundamentals', represented by 
the fiscal deficit are sound. This was one 
characterisation of the Mexico economy 
which in January 1995 had an external deficit 
measuring up to 8 per cent of GDP and 
insufficient foreign exchange reserves to 
pay its debt even while the gov ernmen t 
budget was in surplus With hindsight, it is 
also interesting to note that Mexico and the 
United Kingdom were examples taken up 
by Feidstein'' well before the most recent 
Mexican crisis to point to the lack of efficacy 
of the fiscal instrument as a cure for bop 
deficits. In fact, even at the time of his 
writing, both these economies were m the 
red as far as the balance of payments were 
concerned, despite having a fiscal surplus. 
The simple point that emerges is that a strong 
trading position is all about long-term 
competitiveness and to expect that the 
question of competitiveness can beoveroome 
by manipulating the gover n ment'* accounts 
is to in vitribe den si vc comment about free' 
Hutches. 
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be rolled over-this view can hardly be a 
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price of f ood gnin a (whichcdo be ftAned 
from tire table) provides the ammunition for 


(b) The fiscal deficit and inflation: 

The alleged rote of the ‘fiscal’ deficit as 
a cause of inflation is of relatively recent 
origin. It is to be found implicit in the 
package of measures for macro-economic 
stabilisation ordained by the multilateral 
financial institutions rather than in textbook 
Macro-economics. Of course, there has 
always existed the view that budget deficits 
are inflationary, but the deficit that was 
visualisedin this case is the monetised deficit 
rather than the fiscal deficit which 
encompasses the former. Those interested in 
the history of macro-economic policy¬ 
making in India may have noticed that in 
Indian economic parlance 'Budgel(ary) 
deficit’ has always meant the monetised 
deficit. Of course, it does so even today. It 
is only (hat references to the fiscal deficit 
seem to have taken priority since 1991 when 
India went in for an IMF loan. The new 
mind-set seems to have taken over quite 
completely now, for the government 
continues to target the fiscal deficit even 
though Indian macro-economic policy is no 
longer governed by an IMF •programme’. 

As an aside, one might point oui that it 
is inconsistent to hold the ‘twin deficits’ 
view along with the view that the fiscal 
deficit is relevant tor inflation. For. if the 
increase in the fiscal deficit inevitably 
spills over into the excess of purchases 
over sales in Che external sector then it 
cannot, at the same time, be expected to 
be inflationary by raising the demand for 
domestic goods. Where the exchange rale 
floats and is sensitive to the fiscal deficit, 
of course, there must occur exchange-rate 
depreciation. The impact uf this on the 
inflation rate obviously depends on the 
relative size of the foreign sector.* If one is 
bent on pursuing a theory of inflation 
originating from government spending, 
then one might as well concentrate on the 
budgetary deficit which does at least 
provide a measure of the additional 
purchasing power that is injected into the 
economy. 

There is, of course, one perspective from 
which fiscal deficits are inflationary, in fact, 
more so, goes (he argument, than monetised 
ones. For. when the public debt is ultimately 
paid off by printing money, the principal 
plus interest amounts to greater money 
creation than the one-shot printing of money 
that would occur when the deficit is 
monetised. This is the so-called ‘unpleasant 
monetarist arithmetic', an implication of the 
govern mem budget, that was first observed 
by Sargent and Wallace.’ If this view is taken 
seriously, then an argument for the 
importance of the fiscal deficit for inflation 
control does emerge. However, that is 
precisely the point; given that its implications 
arc long term-after, ail. the money gets 
printed only when the debt can no longer . 


contender as an explanation of the everyday 
inflation rate. 

The ‘Realtty’: Thxoooh to 
Looking Glass 

In Table 1 are presented data on the fiscal 
deficit and the principal macro variables of 
interest for all years since 1990-91. Starting 
with the current account deficit, there is little 
to suggest that the fiscal deficit and the 
external deficit are twins. There is, of 
course, a very strong correlation in the first 
year of the reforms. But that was a year 
in which the Reserve Bank of India had 
monitored the bop carefully, in particular, 
and attempted import compression via 
increased foreign exchange margins on 
imports. Thus it would not be advisable to 
infer that the very considerable reduction 
in the external deficit in that year was due 
to fiscal contraction alone, not to mention, 
if at ail. Subsequently, there has been no 
relationship between annual changes in the 
fiscal deficit and the external deficit. Prima 
facie there is a case for Fcldsletn’s view that 
perhaps changes in national savings affect 
private investment. I return to this point. 

As far as inflation is concerned, the overall 
picture that emerges is that no major deni 
has been made. The trajectory of inflation 
overihe years 1991-92 and 1992-93 isclearly 
due to the behaviour of agricultural 
production and cannot he attributed to policy 
in any way. The significant fluctuation in 
foodgrain production and in the relative 


this view. Since then inflation has hovered 
around the 10 per cent level. It would be 
wrong to draw the conclusion from this 
that inflation is impervious to any kind of 
anti-inflationary policy, even if it may not 
be wrong to conclude that inflation is 
certainly impervious to variations in the 
fiscal deficit. The point is that the 
government conducts its operations in the 
foodgrains sector quite impervious to iu 
price implications. Por one, it is holding 
more stocks than it ought to be. From an 
elementary reading of supply-demand 
theory we know that when, in a market with 
government intervention and voluntary 
private sale to government, the intervention 
price is set above the market-clearing price 
the public authority begins to accumulate 
stocks. This is precisely what has occurred" 1 
since 1993. I do not at this stage wish to 
enter into a discussion of the precise manner 
in which the government's operations in 
foodgrains affect" the inflation rate. My 
task here is to examine ihe efficacy of the 
fiscal instrument for inflation control. The 
emerging picture is that of little or no 
relationship whatsoever. 

The discussion of possibilities in inflation 
control in the Indian economy has given an 
undue importance to demand management. 
It is interesting to note that even so astute 
a practitioner as Monsieur de Laroisiere. 
formerly managing director of the IMF and 
at that time the governor of the Banquc de 
France, had slated in his Chiniaman 


Tabu- I: Thb Fiscal St ant* and Economic Outcomes 


Year 

Fiscal Deficit 

Current Deficit 

T 

•ir 

•r 

Pricci_ 

'll' 

1990-91 

8.4 

.3.3 

8.9 

3.2 

10.3 

84 

1991-92 

5.9 

(> 4 

-0.8 

-4.5 

13.7 

20 8 

1992-93 

5.7 

1.8 

2.2 

6.6 

101 

120 

1993-94 

7.7 

0.1 

3.6 

1 4 

9.1 

18.0 

1994 95 

6.7 

HI* 

8.3 

1 6 

9.6 

87 


Notes: 'Fiscal Deficit' is in per cent of GDP - the ‘Union Budget 1994-95’. Growth and 'll 
refer to the annual change in manufacturing and foodgrain production, respectively - data 
is from the Ettmomic Survey 1994-95; Prices T and 'll’ refer to the change in the general 
price level and in the index of foodgrain prices, respectively - figures lor the first three 
yean are from Ihe Reserve Bunk of Indio Bulletin, various issues and for the last two from 
the Ettmimut Survey 1994-95; ‘Current Deficit' is the balance of paymcnis on current 
account - Economic Survey 1994-95, * estimate, 
a 


Tail* 2: Focal AwifSTMeNT’ and Pwvati Investment 


Var/Ye* 

1990-91 

1991-92 

1992-93 

1993-94 

1994-95 

1995-96 

Fiscal Deficit 

8.4 

5.9 

5.7 

7.7 

6.7 

5.5 

Revenue deficit 

3.5 

26 

2.6 

4.2 

3.8 

3.4 

Capital outlay 

29.8 

28.2 

24.4 

23.7 

24.3 

20.6 

Private Invt 

13.3 

12.4 

13.0 

12.5 

O.B. 



Notes: The deficits are m p ercen ta ges of GDP - Economic Survey 1994-95; ‘Capital outlay’ it the 
share in total expenditure of capital ex p en d it ure including loam - calculated from Budget 
documents for each year tome figures ant actuals (92-93 and 93-941 while orhen are 
estimates; 'private invt' is grow fixed capital foruuuioit in the private corporate sector » 1 
percentage of GDP - CSO. 
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eehmufch Lectures at the RBI, Bombay in 
92 that income* policy mutt accompany 
ml restraint in combating inflation. It is 
y to see, even though it has not been 
fficiently recognised, that the practice of 
ocurement-price setting has. given its 
ipoitance for inflation, the potential of 
ing used along the lines of an incomes 
dicy. 11 

An altogether different question has to do 
ith the relationship between inflation and 
jwth over the period we’re looking at. A 
at impression is that the inflation rate has 
en more or less maintained (now that we 
tow that the reduction of 1992-93 was very 
tely exogenous to policy and that the 
flation rate for 1994-95 is very likely 
ting to be in double digits). Certainly, it 
is not been purged from the system and 
haiever reduction has for a point been 
hieved has come at great cost. In the year 
st passed (here has been a rise in inflation 
companied by an increase in the rate of 
owth of manufacturing production, 
hile the acceleration in (he inflation rate 
is been noticed it has not been seen in 
lation to the growth in the economy. It 
strange that critics have harped on the 
x in the inflation rate while ignoring 
e 100 per cent rise in the rate of growth 
manufacturing production (Table I). 
*o points are at stake here. The first is 
e criterion for assessing economic 
rformance. To focus on inflation to the 
elusion of growth makes little sense when 
e bottom line ineconomit assessment must 
output growth along with the very likely 
socialed growth of employment. The 
cond point has to do with the relationship 
tween inflation and growth, an age-old 
icstion in economics. Price behaviour in 
t year just passed, as also the experience 
the period since 1991 as a whole, exposes 
s premature obituary of the Phillips Curse 
tc idea that lower inflation is both a 
crequisite and a guarantor of growth 
** not come through with flying colours 
iring this episode. In fact, and this is the 
usage clear, we have had higher inflation 
1994-95 precisely because we have had 
iter growth. When the rate of growth is 
•pped up 100 per cent it is rather like the 
onomy shifting gearfx). The acceleration 
the inflation rate of manufactures must 
II along with it the flexible prices in the 
stem. It is as simple as that 

U 

Flood ‘Correction’? 

A point that I have been trying to argue 
that the arguments for the use of the 
^al deficit as an instrument of macro- 
woraic policy are not quite impeccable, 
swever. Public Finance has iu own 
watlve* and the arguments for a sound 
flduct of an economy’s fiscal affairs 


cannot be exaggerated. Nevertheless, it is 
not at all clear that this can he inferred by 
focusing on the ‘fiscal’ deficit. 

The finance minister has taken the view 
that a 'fiscal correction' is needed and that 
by more or less progressively reducing the 
level of the fiscal deficit the present 
government has shown itself to be fiscally 
prudent. The data presented in Table 2 does 
show that a reduction in the fiscal deficit as 
a share of GDP has indeed been affected, 
even though the early resolve seems to have 
taken a bit of beating. Two aspects of the 
government’s conduct of its fiscal affairs 
must weaken its claim that it has shown 
fiscal prudence. Firstly, observe that the 
reduction of the fiscal deficit as a share of 
GDP has been achieved by relatively larger 
restraint on the growth of capital expenditure. 
Note from Table 2 that over five annual 
budgets the share of total expenditure that 
is devoted to capital spending including 
loans has been reduced by close toone-ihird. 
The second reminder of the fragility of the 
claim of fiscal prudence has to do with the 
continued presence of deficits on revenue 
account. Revenue deficits imply that a 
government is either borrowing money or 
printing it. usually some combination of the 
two. m finance consumption. Manmohan 
Singh's learn of economists haveon occasion 
justified the revenue deficit by pointing out 
that expenditure on revenue account does 
include that on items such as education. 
Some perspective is provided, however, 
when wc note that in the Union Budget for 
1995-96 expenditure on ‘social services' 
accounted for less than 4 per cent of the total 
expenditure on revenue account. Secondly, 
not even our appreciation of the role of 
human capital in growth can allow for the 
excessive spending on items that arc not 
generative of future i ncomes in an accounting 
sense. There is no gelling away from the fact 
thai the budget is a financial statement, and 
it should be seen this way. Thus to point to 
the existence of revenue deficits as weakening 
the government s case, far from being a 
radical critique is actually very conservative 
criticism indeed. 

Finally, an important argument for 
reducing the fiscal deficit has been that 


go vernm e n t spending constitutes a draft on 
resource* and public investment being less 
efficient in terms of returns is best replaced 
by private investment which, it is claimed, 
automatically increases as the deficit is cut. 
The reality of the Indian case, however, is 
somewhat different it seems. From Table 2 
we see that private investment has steadily 
declined since 1991 as the deficit has been 
lowered even though less steadily. There is 
little evidence of ‘crowding out'. All this 
does not, however, alter the importance of 
fiscal restraint from a public Finance 
perspective. The question of how resources 
are being used retains an importance 
independently of the macro-economic 
consequences. 

in 

Union Budget, 1995-96 

I now look jt the Budget for i995-96. The 
Budget can be shown to be continuing the 
earlier practice of the government. 

There are only two aspects of the Budget 
for 1995-% that I intend to comment upon. 
The first, having to do with the finance 
minister's perception of the causes of the 
current inflation, is a very minor aspect of 
the Budget no doubt but in the context of 
the concerns of this article it assumes an 
importance. The other aspect has little to 


Tssle 4. Selected Items of Cahtal Outlay 

(Ks ernrti 


Expenditure Head 

1994-95 

199.5-96 

Public works 

138.61 

130.60 

Public health 

13 07 

2000 

Water supply and sanitation 

II 00 

1200 

Housing 

213.57 

27900 

Urban development 

48.00 

4500 

Irrigation 

7 15 

670 

Power projects 

151440 

1293.15 

Education sports and arts 

229 78 

1160 

Information and 



broadcasting 

30.12 

58.44 

Atomic eoergv research 

10204 

IW-53 

Total 

15379 26 

14599JO 


Source: 'Budget Provision* by Heads of 
Accounts'. fjpmJtnor Budget. Vol 1. 
Annexure I. Uaim Bu dg et for1995-96. 
Ministry of France. New Ddfc 


Taxes 3: The Anatomy of Inflation 


Item 

Annual Inflation 
tpoiM-to-potM> 

PerCew > ,uMh 
i< cflanon 

mm 

1994-95 

1993-94 

199-1 i5 

1993-94 

All commodilies 

11.4 

95 

lOIIO 

into 

Primary articles 

15.4 

8.7 

438 

300 

Food articles 

13.7 

3.7 

23 3 

7.9 

Fnodgrsins 

61 

117 

62 

159 

Non-food articiet 

21.2 

16.5 

19.0 

170 

Fad, power, etc 

1.6 

1S.2 

16 

17* 

Manufactures 

ll.l 

• 9 

54.7 

524 


Source: Ecommm Survey iVM-BJLOovanuacM of Mol 
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macro-economic*, in fact, it relates to the 
core of the Budget, i e, .the government’s 
perception of the principal constraint on 
growth in the Indian economy and its 
proposal for alleviating it. 

Inflation in 1994-95 

There is no doubt that the inflation rate 
has accelerated in the past year. Its extent 
may have been exaggerated a little by 
focusing on the point-to-point measure 
which in February was running at over 11 
per cent annually. The average rate for the 
financial year, on the other hand, was 
substantially lower and hence the acceleration 
less. But the fact remains that the inflation 
rale in the year just passed was higher, and 
the finance minister was influenced enough 
by this to refer to this, and claims to have 
provided a means to lowering it. 

The finance minister’s analysis runs as 
follows: “This acceleration has occurred 
because of several factors. One reason is the 
sharp increase in procurement prices in the 
previous three years... The persistence of 
fiscal deficits at levels higher than should 
be, has also contributed to inflationary 
pressures. 

The reference to the consequences of 
higher procurement prices over the past 
three yean is puzzling. There is little 
reason to believe that higher procurement 
prices have a lagged effect on the price of 
foodgrains. Notice from Table 3 that the 
increase in the latter in 1994-95 was. in fact, 
lower. The price of wheal actually declined. 
If it is argued that rising procurement prices 
affect foodgrain prices immediately and this 
in turn affects wages and manufacturing 
prices with a lag, then wc would expect 
manufacturing prices to be rising at a faster 
rate in 1994-95. This is indeed the case, 
though we cannot be certain (as yet, due to 
the non-availability of data) whether this is 
due to higher wages ordue to higher material 
prices. The matter can be sealed though by 
observing that the contribution of 
m a nufa c ture d goods prices to inflation in 
1994-95 was barely higher. On the other 
hand, the contribution of 'primary articles' 
to the inflation rate is close to 50 per cent 
higher. The contribution of ‘food articles’ 
has increased three fold. This completely 
accou n ts for the higher inflation rate. For 
this reason, the finance minister’s argument 
that the lowering of excise duties wilt lower 
the inflation rate does not address the issue 
of acceleration, and it is irrelevant whether 
firms pass on the lower raxes as lower prices, 
an issue that has been debated endlessly 
since the presentation of the Budget As for 
the suggestion that the Budget is anti- 
inflationary because it proposes to lower the 
fiscal deficit from "levels higher than they 
tindd be”, from the evidence regarding the 
recent experience presented here one cannot 


mo 


credit this measure with much effectiveness. 
The recent inflation is. however, a little 
different in that the acceleration in the 
inflation rate during I994-9S is almost 
entirely due to the higher rate of growth of 
the price of food articles other than 
foodgrains. This is not difficult to explain 
in the presence of an 100 per cent increase 
in the rate of growth of manufacturing 
production, an activity that generates 
disproportionately more urban incomes, 
Such inflation must continue so long as 
urban consumption goods are in short 
supply. It is ironic that food continues to 
haunt the dreams of a 21st century India. 
At least this early warning might help to 
focus the reforms. 

The Prospect 

Just as the Budget has been influenced 
by the acceleration in inflation, it has also 
been influenced by the performance of 
manufacturing in the year 1994-95. Without 
doubt, it is the over 20 per cent rate of 
growth of the capital goods subsector that 
has given the finance minister the 
confidence to continue with the process of 
trade liberalisation, at least as far as the 
dismantling of the tariff barrier is concerned. 
The maximum rate has now been reduced 
further. However, the Budget sends down 
a more important message, when it identifies 


the crucial co ns t rai nt in the economy : ar. 
“...foe need for much larger inveatreent aad 
much greater efficiency in key infrastructure 
sectors such as power, roads, prats, irrigation, 
railways and telecom mun ica t ions.*’ The 
finance minister bat indicated his deep 
appreciation of the problem when he refers 
to the issue of efficient maintenance is at 
least as important as that of the initial 
investment. However, when it comes to the 
govern meat's rokin alleviating the problem 
of infrastructure shortage we can only be 
disappointed. For all that is contained in the 
Budgti is “...a five-year tax holiday for any 
' enterprise which builds, operates and 
maintains infrastructure facilities in the area 
of highways, expressways and new bridges, 
ports, airports and rapid mass transport 
systems.” 

While one can hardly assert that this 
measure will not yield results, the 
expectation that the private sector will 
respond vigorously to the task of creating 
'public goods’ precisely at a stage when 
the government is withdrawing from the 
economy is perhaps misplaced. This feature 
of the Budget, that it signals the drawing- 
in of the borders of t|ie state has gone 
somewhat unnoticed. This relates not only 
to the lower proposed outlay on capital 
expenditure (excluding loans) in 1995-96 
(calculated from the 'Expenditure Budget’) 
but also in its proposed allocation across 
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Head* of expenditure. Some Information it 
provided in Table 4. Apart from the 
(eduction* for aome crucial item* tuch at 
'public work*’, notice that in the year to 
come the g o vernment intend* to invest lest 
on ‘public health’, ‘water supply and 
sanitation', ‘irrigation’ and ‘education’ 
combined than on ’information and 
broadcasting’, and more on ’atomic energy’ 
alone than under ait the preceding heads 
together. Essentially the government will 
spend lew on infrastructure. Perhaps the turn 
to the private sector is meant to make up 
for this. Of course, in spending less on 
capital account the government has only 
continued its earlier practice. 

The issue of infrastructure development' 
is relatively recent in the minds of economists. 
One is advised not to take a purely theoretical 
approach to the matter. Interestingly, an 
economy for which a relatively greater 
amount of work 14 exists is the US and some 
idea of possibilities for India emerg es from 
examining the history of that economy. First, 
even though there exists no measure of the 
optimal amount of infrastructural i nvestment, 
it is clear that the Indian economy faces 
infrastructural famine. Some perspective of 
the relative role that we might expect of 
private and public initiative is provided by 
the information that in 1991 of the 
infrastructure in the US, defined as non¬ 
resident! al capital stock outside of ‘defence', 
88 per cent of ‘structures’ and 78 per cent 
of ‘equipment’ was owned by government. 
A more interesting aspect of infrastructure 
development in die US is its distribution 
across constitutional authority even when 
n is in the public sector. Most infrastructure 
is owned by the state and local governments 
while very little (almost all of it "defence' 1 
is owned by the federal government. ” This 
has a bearing on the Indian situation in the 
following way. At a time when public 
investment it dwindling, whether by 
design or by default, that in the US most 
investment has been done by the state 
governments might appear an irrelevance. 
However, it is not so. The US experience 
indicates that even if the public sector 
invests leu in the Indian economy hence¬ 
forth. the 'reaponsibility' for infrastructure 
development hat to emerge at the level of 
v *atc governments.Thus. centrally-sponsored 
themes in India, such u the ux holiday in 
fhe Budget, have a limited scope. Infra¬ 
structural development in India requires 
m °re nurturing than what the central 
soverameu can provide, either politically 
or in terms of administrative capability. A 
PWicular aspect of the dwindling political 
^timacy ofthe Indian state is the shrinking 
**ch of the centre. In tuch a scenario, a 
dirtily-guided Wnntructun; development 
with Hide -actual public investment is of 
fobwu* worth. Two p r u bie ms arc certain to 
" om large. Pint, there is the question of 


financing such large initial investments. The 
financial press, often times invested with 
greater prescience than can be found in the 
groves of India’s academe, has pointed to 
the absence i n this country of the appropriate 
long-term debt instrument. Equity is not 
likely to attract much funding for projects 
with long gestation lags. Of come, given 
that the Indian capital market is quite 
innovative, the right instrument might just 
emerge. However, it is unlikely to do so 
overnight, and financing is going to remain 
a problem for a while to come. The second 
issue it the more troublesome. It has to do 
with the confidence that the private sector 
has that it can collect the charges for iu 
services. We arc yet to be told whether the 
private producer is to sell the services to a 
public authority or whether it is going to sell 
these to the customer directly. If it is to 
be the former, there is no mechanism to 
ensure the ‘efficiency' that the finance 
minister has spoken of as being needed so 
much. If it is to be the latter arrangement, 
then it is going to be a first in India, and 
will require some observation before it can 
be termed a success. 

It pays to reflect upon the possibility that 
the rise to centre-stage of the issue of 
‘macro-economic stability' and an almost 
obsessive attention to its imperatives is not 
just the triumph of a new economic view 
but the denouement of a social condition 
that Myrdai had characterised, almost four 
decades ago. as the ‘soft state'. The state 
now concentrates on what it can do rather 
than on what it ought to be doing but has 
been incapacitated from achieving. There 
is no doubt that the issue of infrastructure 
development is going to dominate the future 
course of the Indian economy. To actually 
jettison all responsibility for this while 
continuing to maintain, indiscriminately, the 
public sector the state has shown itself to 
be too timid to face (he criticism of vested 
interests comprising the bureaucracy, the 
political class and organised labour. The 
question of investment and maintenance of 
infrastructure is far too complex to be taken 
care of by either of the two extremes, i e, 
altering the property relations, a project 
adored by left-wing governments, or 
tinkering with the policy regime, a strategy 
thought to be invincible by the present 
political dispensation. But returning to the 
theme I had started with, an economy without 
‘public goods' can hardly be termed 
‘fundamentally sound' whatever the sute of 
the fiscal deficit. 

N«te* 

(Thu paper originated ia aa invited talk 
given at the weekly colloquium of the 
Mathematics Unit at dm Indian Sta imv cal 
Institute. Bangalore Centra. I thank Alladi 
Sitaram and hit colteagnes for having 
extended to ms this henoor Per di rca r n oas 


I thank M Surest) Babe. T Krishnakumar. Pulapre 
Vemtgopaia Menon and Suickha Rso Errors can 
only be mine.) 

I This has not been sufficiently recognised The 

exception, surprisingly, is the observation by 
the US man agemen t expert Porter (1994). 

2 See Ons (1995). 

3 I have elsewhere established that the 
government view is actually what il is claimed 
to be by me. See Balakrishnan 0993) For 
aa early p en etr ati ng critique of the 'macro 
economic adjustment programme’ being 
attempted by the government see Rakshit 
(1991) 

4 Sec Meade (1951) 

5 Fetdsaein (1992). 

6 See Peidtleiji and Hori^a (1980). 

7 Op ctt. 

8 One might, however, wish to note that we 
now have evidence from die San Francisco 
Fed that exchange rates may nor be macro¬ 
economic phenomena. It would, however, be 
widely acceptable dial fiscal deficits are See 
Rose (1994) 

9 See Dombusch and Fischer (1987) for an 
elementary exposition 

10 See Ecioumuc Survey 1994-95. Table 4 9 

II See Balakrishnan (1991), especially section 
28. 

12 It has, of course, always been used as aa 
income policy in a more sinister tense To 
rc-dutribtdc resources to surplus farmers. 

13 The Budget Speech - ‘Union Budget for 
1995-96' 

14 See die citations in Grandich (1994). 

15 Much such information is available ia 
Grandich. op at. 
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AT HOME OR IN BUSINESS... OUR POLICIES 
KEEP YOU SAFE AND SECURE. 


New Indta Assurance offers a wide range 
of insurance cowers. Thai provide security In 
nearly every flew of human octMty. 

From theft or burglary at home, lo cargo and 
huR insurance in shipping- Even poultry and 
toestock. 

At New India, prewiring protection has been 
a way of life. Backed by service that has enabled 
it to emerge as India's leoding general 
insurance company. 


Pressure Plant • Electron tc Equipment e Cold 
Storage • Marine (Cargo) • Hull 
• Shopkeeper's • Livestock A Poultry • Other 
Property e Horticulture • Package 
(agriculture) 

NEW NDIA ASSURANCE 



Our insurance policies: • Householder's 
• Nssonal Accident e M ed fclaim e Overseas 
MaJcJoim # Cancor • Mochinorv • loiter ft 


A SudMMry of Ge'fefei kwotnce Cd^Ht OMntfA 


INDIA'S LARGEST GENERAL INSURANCE COMFANY 
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Economy and the Budget 

AmaGboah 

This paper discusses (i) the state of the Indian economy as of mid-March / 995; (ii) the extent to which the union budget 
for 1995-96 may be expected to restore balance in the economy; (Hi) some specific aspects and implications cf the revenue 
raising and expenditure thrusts of the budget; (iv) the extent to which the budget may be expected to stimuiate the economy; 
and (v) the devolution of resources from the centre to the states in 1995-96 and the implications thereof. 


THE Economic Survey, presented a day 
before the annual union budget this year, 
give* a picture of the state of the Indian 
economy, against the backdrop of which 
the union budget for 1995-96 is drawn up. 

The report of the Tenth Finance Commi ssion 
(TFC). submitted to government in 
November last (and released with the 
Economic Survey, with an Explanatory 
Memorandum indicating the extent to which 
the recommendations of the TFC have been 
accepted) lays down the broad parameters 
of central transfers to states (and union 
territories with legislatures) over the next 
five years, i e. 1995-96 to 1999-2000. In 
considering the union budget for the coming 
year, the report of the TFC and the 
implications of its recommendations would 
also become relevant. And. since the TFC 
report was submitted in November, the 
government of India can be expected to ha ve 
had considerable time to take note of the 
TFC recommendations and theirimplications 
on the finances of both the union and the states 

The above two documents, namely, the 
Economic Survey and the TFC report bring 
sharply into focus the role of the union 
budget (a) in bringing shout macro-cconomic 
balance in the economy (the shoit-iertn impact 
of the budget), and (b) in promoting the 
growth of the economy (the long-term 
implications of the budget). There is an added 
piquancy inthetvaiiabiliiy of the TFC repot}: 
in this context one would need to consider 
the extent to which the union budget succeeds 
in the important task of devolution of 
resources to the states, which is important 
for strengthening the federal structure and 
character of the Indian Constitution. 

This essay on the union budget would, 
therefore, he concerned with: <i) the state of 
the Indian economy as of mid-March 1995: 
(ii) the extent to which the union budget for 
1995-96 may be expected to restore macro¬ 
economic balance in the economy : (Hi) the 
specific aspects and implications of revenue 
raising and expenditure thrusts in the union 
budget; (Iv) the extent to which the budget 

may be expected to stimulate the growth of 

the economy; and (v) the devolution of 
resources from the centre to the states during 
1995-96 and die implications thereof. 

n 

State of the Economy 

One is constrained lo note that the 
Economic Survey 1994-95 paints a rosier 


picture of the health of the Indian economy 
(asofFebruary 1995) than warranted by the 
data contained in the Survey. To quote from 
the Survey, “...the economy had already 
responded smartly to wide-ranging reform 
measures to record growth of 4.3 per cent 
in each of the years 1992-93 and 1993-94. 
The current year has seen an acceleration of 
growth to 5.3 per cent led by strong, broad- 
based industrial growth of mound 8 per cent 
and supported by a robust agricultural 
performance... the current account deficit in 
the balance of payments is unlikely to exceed 
half a per cent of the GDP in 1994-95 and 
foreign currency reserves have risen by over 
$ 4.5 billion since the beginning of the 
financial year as of February 13. 1995." 

All that is true. And yet, again,.to quote 
from the Survey. "The provisional rate of 
inflation by the first week of February 1995 
at 11.4 per cent is indicative of the final rale 
being stilt dose to the 12 per cent level." 
Incidentally, the mention of inflation does 
not occur anywhere in the 'General Review', 
giving a 'Macro-economic Overview' of the 
economy. As per the statement on page S- 
66 of .the Economic Survey, the wholesale 
price index increased by 7 per cent in 1992- 
93 and by 10.3 percent in 1993-94; and now. 
wc are told that inflation in 1994-95 is likely 
to be around 12 per cent. 

This has to be viewed in the context of 
two cardinal facts. First, since 1988, we have 
been lucky in having normal or better than 
normal monsoons; and, again, lo quote from 
the Survey, foodgrain production "is 
expected to attain a record high of 185 
million tonnes in 1994-95. Public stocks of 
foodgrains with the Central Pool stood at 
30 million tonnes, as of January I. 1995”. 
Secondly, the results of the National Sample 
Survey for 1992 (January-December) 
indicate that though oven unemployment 
has declined, absolute poverty has 
increased and now afflicts 41.7 per cent 
of the rural population and 37.7 per cent 
of the urban population (vide. The 
Economic Times, New Delhi, January 19, 
20, 21, 1995); and assuming a rough and 
ready rural-urban distribution of 70:30, the 
average percentage of people below the 
poverty line may be said to be 40.5 percent. 
To put it differently, if we assume these 
percentages to hold good, for a population 
exceeding900 miUtoft today. more thaw 360 
million people of India may be assumed to 
subsist below the poverty line. Tb me a 
wholly different source, according to the 


Indira Gandhi Institute for Development 
Research, the “per capita availability of 
total foodgrains available for consumption 
(defined as net output adjusted for net 
imports and net changes in stock) declined 
from 510 grammes per day in 1991 to 465 
grammes per day in 1993" (vide. Mid-Year 
Review of the Economy. 1994-95, Kirit S 
Parikh (ed). Konark Publishers in 
association with India International Centre. 
1995. p 194). 

The fact that we have a significant increase 
in the stock of foodgrains with the 
government even as the GDP has been 
growing (by more than 4 per cent) and 
absolute poverty has reportedly been 
increasing - while overt unemployment has 
reportedly declined - indicates: (a) that the 
poor in India cannot afford to remain idle, 
they must seek employment at whatever 
wages arc available merely to subsist; and 
lb) that the effects of inflation in the context 
of obviously declining real wages has been 
to increase work participation and yet to 
increase the level of poverty, indicating a 
sharp accentuation of the inequality of income 

Tasu= I Somi Eiemexts or Cahtac hwtow 
(US S btHkmi 


1993-94 Aprit- 
brr 1994 


1 External assistance (net) 

1.7 

0J 

2 Commercial borrowing (net) 

0.8 

(-».J 

3 IMF (net) 

Of 

<-)IJ 

4 Non resident deposits (oeli 

O.V 

05 

S Foreign investment 

(a) Direct 

06 

05 

(b) Foragn Insolatjonal 

Investors (Fib) 

i.7 

1.0 

(c) Euro cquities/CDRx 

issued by Mbm firms 

1.5 

OP 

6 Other flows (tncl errors and 

ooussiont) 

2.1 

26 

Total of above 

PA 

*4 . 


Source . Gama mic Survey. 1994-95, p 17. 
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a t t ributi o n . It Iscommon kn o w ledg e that 
inflation hurts the poor the moat; it is 
tsnrrenrmnt to a taxation of the poorest 
sections of the population. Hence, inflation 
at 10.3 per cent ia 1993-94 and some 12 per 
cent in 1994-95 needs to be aeen in the light 
of the steady ‘give-away' in both direct 
taxation and taxes on white goods, and is 
indicative of a deep malaise Hi the fiscal 
system, a general failure of economic policy, 
and a sign of the indifference of polky- 
malcets to severe macro-economic imbalance. 

The euphoria in regard to “broad-based 
industrial growth of around 8 percent and 
s upp o rt ed by a robust agricultural perfor¬ 
mance" therefore needs to be tempered by 
the sobering thought that economic growth 
such as has occurred has accompanied by 
inflatiro and increasing incidence ofpoverty. 

The other aspect of euphoria (in the 
Ecimomic Survey ) pertains to the accretion 
of foreign exchange reserves which, as of 
March 3, 1995, Mood at $ 20 billion (as 
compe re d to $ 6.4 billion at the end of 
March 1993). This is doubtless a healthy 
gigu insofar as it has occurred in pad as 
a result of increased exports and a sharp 
decline in the current account deficit in the 
balance of payments. However, we still 
have a small deficit on current account- 
era though we will probably have a small 
overall surplus on the invisible account in 
1994415 - sad the accretion to our foreign 
agrhsngr reserves has occurred largely 
because of a sudden (and large) inflow of 
external capital. The euphoria in this regard 
needs to be tem p ered by two disturbing 
developments. First, the break-up of the 
capital inflow, such as available in the 
E co no mic Survey, has reasons for disquiet. 
The following extracts from the Survey are 
relevant in this context (Table 1). 

It world be seen that of a gross capital 
■flow (in respect of items listed in Table 1) 
if 9.4 bilHon in 1993-94 and $4.2 billion 
■ April-September 1994-or a total of 
i 13.6 biBion in 18 months - total direct 
brdgn i nv e stm ent (DPI) wan only $ 1.1 
iBioas. It is good that we repaid some 
ot n a urc i al borrowings and a pot of IMF 
Imwings during 1994 (totalling, between 
reae two items, $ 1.4 billion). However, for 
bo It months period, the inflow by way of 
SDRsofS 2.4 Mhoa, other flows (including 
non and o missi o ns ) of $ 4.5 billion - 


on the basis of thigh return on capita! being 
gmnmteed, or on terns (and in «ens)whfch 
can only be described as extortionate, or a 
virtual plunderofthe resources of the country 
- so that one is left to enthuse about only 
the inflow of $ 2 billion of ODA insofar as 
the capital account of the balance of payments 
is concerned. 

We have also to read the above figures 
together with the other reason for serious 
concern, the trend in the rate of domestic 
saving in the country (Table 2). One can 
understand the need to cut expenditures to 
stabilise the economy. Domestic investment 
has been cut drastically from 27.1 per cent 
of the GOP in 1990-91 to 20.4 per cent in 
1993-94. This is wholly unwarranted jo the 
light of the sale of PSE equity and the give 
away in taxes. But a more serious cause for 
concern is the rapidly declining rate of 
domestic saving, from 23.7 per cent of the 
GDP to 20.2 per cent. In fact, the whole 
premise behind any stabilise!ion-cum- 
structural adjustment programme is that 
consumption and capital expenditures would 
both be cut, and taxes increased, with a view 
to increasing domestic savings and bringing 
about a macro-economic balance in the 
economy. 

In fact, if we read the first few paragraphs 
of the Survey - that the economy has grown 
by 4.3 per cent in each of the two years 
1992-93 and 1993-94 (and is poised to 
grow at 5.3 per cent in 1994-95) - one is 
unable to reconcile such growth with the 
sharp decline in the savings rate (from 23.7 
per cent to 20 per cent by 1993-94), and the 
increase in the numbers afflicted by poverty 
(as reported by the National Sample Survey), 
which is corrobora t ed by the sharp decline 
in the offtake of fbodgrains, even as food 
stocks with the government mount to 
alarming levels (for which adequate storage 
capacity may not be available). 

Again, in considering the budget for 
1995-96, one has to consider that the next 
wheat crop should be coming into the market 
in a month to six weeks (as of writing); and 
with stocks with the governm en t reportedly 
at 31 million tonnes, there would be no 
storage capacity for any additional 
food grains which may need to be procured, 
if a disastrous drop in prices! disastrous for 
the farmer) is to be avoided. 


Cottianhdae, one has dab to romMktir 
that we lav&had re aso na b ly goo d monsoons 
for seven consecutive years, front 1988 
until 1994. A failure of the mo ns oon in 
>995 is highly probable, if one goes by 
recorded history. Procurement may foil if 
that happens, and price* could shoot up to 
u np re ce dented levels. But there is no hint 
anywhere, either Hi the Economic Survey or 
in the budget speech and other documents, 
of any ‘contingency plan’ for such an 
eventuality. Against an inflation rate of 12 
per cent In 1994-95. we may havean inflation 
rale of 20 per cent Hi the year to come. The 
consequent distress to casual workers- 
both on and off farm - subsistence and 
marginal cultivators (who areperenftiaMy in 
deficit, or in bondage to the moneylender, 
having hypothecated the crop), and to the 
whole range of fixed income earners can be 
imagined. More importantly, the impact of 
such a development on the stabilisation 
programme, the possibility of genuine 
stabilisation over the past three years having 
been squandered away, would also need to 
be reckoned. Finally, the impact of such a 
price inflation on our exports; the inevitability 


Tabu 4: Revbnus and Pbcal Dmcrrs or tw 
Govntmmrr or India 
(A* percentage of GOP) 


Revenue Deficit 

Plica] Deficit 

1989-90 

2.6 

7.8 

1990-91 

35 

8.4 

1991-92 

2.6 

5.9 

1*92-93 

26 

5.7 

1993-94 

4.2 

7.7 

1994-95 

3.8 

6.7 


Source: Budget at a Glance, p 13. 


Tabu S: Plan and Non-Pun Exfwamm 

(Micron) 


1994-95 1995-96 
(Revised) (Budgst) 


I Total non Plan 


expenditure 

II3SII 

123651 

2 (a) Plan revenue 

CKpnvkiHt 

28937 

29830 

(b) Plan capital 

expenditure 

19824 

19170 

Total 

48761 

48500 


Mote: The figures iactade ptaa assistance to 
statu sad t/Ts. 


ritidk stay be vary short term, sad of an 
ihamer al nature-the NR! deposits 
oration by $ 1.4 bilikn. and even the funds 
rough! in by FUs (to the tuoe of $ 2,7 
tilm)cm at best be regarded as short-term, 
mugb Ihe FII funds can be repatriated only 
nth a lag. and at some cost to them. Over 
tel t-rao a th peri o d, we can at bast enriaree 
root net memnl assistance of $ 2 biilioa 
nd DPI of $ 1.1 Mflfou-a total of $ 3.1 
flUoa out of an event! positive capital 
ccoim balance of I ISA biBkm. There cm 
m be legkHaMe concent about DFI-to 
nn»Mt that sueftcapM inflow to 
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(lb cron) 


either Semui 

* 

I 


- 

1994-95 

1994-95 

1*95-96 


Badgst 

HffvinilMflMi 

Badgs* 

1 Revenue rucripw 
(a) Tax revenue (act) 

62,742 

64,988 

74J74 

4) Noo lax revenue 

23442 

234*2 

, 26.413 

Tetri 

•6484 

88.770 

140.787 


MMII 

142402 

146.32* 

3 Revere* deficit 

32,727 

34.132 

35441 

4 Capital expenditure 

32J88 

39470 

35423 

5 Piscridsfidt 

54415 

61435 

97434 


199S 



of .Mir mm IMMttiite H mct of 
such MMitira o* Ac acrrictog coats of 
DPI Mag iaviiad on the guarantee of 
dMdaad wpahArion (of a very Mgh order) 
A rioter Aran and the destabilising impact 
of dmse dtowinpmmU oo the inflow of 
gu a nine Mag-Arm ‘risk capital', are all 
p r d bsMti ti esthat do l>o< get reflected in any 
of the policies being pursued by (he 
government of Irefta. Of special importance 
in this ooolext it the unequivocal statement 
(in the Economic Sunny, p 140) that the 
“ po vts em eat of India has decided to ex tend 
cou ater- g uanasoe s to the eight fast track 
IsJapwdwt Power Projects", all of them 
with majority (or 100 per cent) foreign 
equity; and the seperate statement made by 
the mbriMer for power that in the event of 
any need for honouring these counter 
gniUsni the payment would be debited 
to Plan transfers to the concerned state 
governments. These guarantees - as per the 
IDBI e t s eai m estf of one project - would 
iiccwssitste 40 per cent return on equity in 
dollar terns. 

It is in the above background that one 
needs to co ns ider the state of the fisc, the 
d e velopments during 1994-93 (as per the 
RcvtasdEatisMSes), and the budget proposals 
for 1993-96. 

m 

The State of the Fisc 

The observed rate of inflation, though 
captained in the Economic Survey as the 
result of *richM' by way of external capital 
inflow, leading to an increase of reserve 
money, is isi fact due to major errors - indeed 
irresponsibility * in the management of the 
fisc. One need osdy look at the figures of 
some major budgetary magnitudes, in 
terms of the budget and revised estimates 
for 1994-93 and the budget estimates for 
1993-96 (Table 3). 

One duds Apt d es pi te increases in both 
tax and non tt« revenues, the revenue deficit 
has been ‘rrrfiwhg : and in fact, it is thu 
factor Ant is primarily responsible for the 
«Intents A die economy. Indeed, if past 
ex pwi tne t Issey pride, the revenue deficit 
in 1993-96 may turn out to be larger than 
jxulgmart; arid Indued, if the 1993 monsoon 
is not Cneambie, rids gap would doubtless 
widen sharply. 

Theenmmbyafthe problem - and of the 
fiscal knapoaaMrity of the government - 
can be a** from the figures given in 
Tabled bringing out the revenue and 
fiscal dafldfrofAeimion government from 
1999-90 to 1994-93. These data, extracted 
fiuw AeiMS h Were Cfoncr give ‘actuals' 
far WFMAmd a miwdt u nssss for 1994-95. 

T<m> poAAAat stand out are: one, while 
some Am at aMbiUsation was made in 
'991-92gag (992-93, there baa been a bad 
*Ms back A An toot two years; »d second, 
fiw reman* drtlc* now fir exceeds that at 
«ny Mr smMir. And it is really this figure 


that is important, because the fiscal deficit 
can (and has been)raanlpulaied by gimmicks 
such ss the divestment of government equity 
in public en te rpr ise s. 

Both in the pattern of receipts and of 
expenStures, the central government appeal 
now to be generally helpless; the 1995-96 
Budget marks a large number of totally 
inexplicable and avoidable ‘give sways' to 
big business; in fact, not only the pattern of 
budgetary reed pts and expenditures but also 
other economic policies appear to be attuned 
to benefit only big business, even though 
-as per the Economic Survey - we are likely 
to have an inflation rate of 12 per cent in 
1994-95. 

Consider, for instance, the following. The 
total loss from reliefs in excise duties is 
estimated at Rs 646 crore in a foil year (only 
partly compensated by increases of Rs 335 
crore). On the customs side, the duty 
reductions would lead to a loss of Rs 1.179 
crore. One is not certain whether and to 
what extent import duty reductions - in 
the face of continuing domestic inflation - 
is justified. Most project imports, e g, for 
power and fertiliser projects, have been made 
duty free when it is known that the domestic 
capital goods industry has lower‘conversion 
costs' than foreign competitors, despite 
disadvantages such as high interest costs; 
but the advantage ofdomestic industry could 
get wiped out by domestic inflation. On 
excise duties, the items on which duties have 
been reduced are by and large calculated to 
benefit identifiable large business houses in 
India: and though it was stated after the 
budget that the excise duty reductions were 
intended to bring down prices and thereby 
moderate inflation, a correction was swiftly 
made by official spokesmen to clarify that 
there was no connection between duty 
reduction and price changes. Indeed, some 
manufacturers have already increased prices, 
clarifying that but for excise duty reductions 
prices would have had to be raised even 
further. 

Andyet. expenditures - lavish admi n i s tr ati ve 
expenditures - continue to increase relent¬ 
lessly The report of the NDC commhee on 
austerity has been shelved. As one example, 
the budget for the Planning Commission 
has gone up from Rs 13.2 crore (1994-95 
revised estimate) to Rs 17.7 crore (1995-96 
budget) - an increase of 35 per cent - at a 
time when the policy of the government 
of India is to increasingly dismantle 
planning, cut down plan outlays, and rely 
on the market system to usher in changes 
in the economy. 

Two points sre of some significance in the 
present context. First, while non-PI an 
expenditure is rising. Plan e xp end itu re is 
declining. Table 5 would bring tbit 
vividly, h would be seen AM the only are* 
where there is a tit di m A rrpenrthme Is 
Plan capital exp enditure . It would be seen 
that Plan capital outlay (tabued In riediae 
by some 3.5 percent even A nominal Anns; 


in reel terms, the decline wonld be 

Indeed, if (here is inflation - and prices 
will rise, the only point of uncertainty at this 
juncture being rite extent of in Marion - 
revenue expenditures would increase almost 
paripaw. The Fourth Pay Commission has 
virtually ensured that, with coase q ucarial 
havoc to state finances whose employees 
would demand a c o rrespond in g A c t t ase A 
dearness allowances. At that point, the softest 
option open to the finance mAhMr would 
b e to cut capital expenefitmes, e spec iall y 
Plan capital outlay. 

The second point is dial the 1995-96 
Budget takes credit for as much as 
Rs 7,000 from the divestment of its 
equity (by the union government) of the 
most profitable, most growth-oriented and 
vital public lector ent e rpris es . In fact, this 
has been a regular feature in each badge* 
since 1991-92; and, as of the end of 
December 1994, the government had 
divested itself of varying percentages at 
equity in 35 PSEs. some of the startling 
ones being 48 per cent of Madras 
Refineries, 45 per cent of Cochin 
Refineries. 37 per cent of Hindustan 
Petroleum. 38 per cent of Indian 
Petrochemicals, 33 per cent of Mahaaagar 
Telephone Nigam. and some 23 per cent 
each of Bonagaigaon Refineries and 
Hindustan Zinc. The next round (A 1995- 
96). it is obviously the turn of organisations 
like the ONGC. Indian Oil Corporation, at 
at - all the most profitable corporations, 
some of them initially set up as statutory 
authorities (like the ONGC and the C-Dot, 


Table 6: Debt So ^ksno Costs 

(Ascrenr) 


19*4-95 1995-96 
(Revised) tAidgml 

(1) Repayment of debt* 

62251 

7000 

(2) Total interest payments 

44000 

5)009 

(3) Total debt servicing 

106238 

IWtt 

(4) Revenue rcoopu 

54770 

mm 

(5) Percentage of 



to re venae receipts 

495 

515 


• Excluding dbchwfc of9l 4tyt Ta m m y Kto , 
Reserve Foods and Deposits nm hmriag 

ralerest. esc. 

&nm e; g ad g et are Cl an c r. 
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(Mad flMpO 
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<991 nap 

(2) hy wayoTfosm 
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controlling Mahanagar Telephone Company) 
(for detail*, tee Economic Survey, p 110.) 

Apart from the Reagan-Thatcher error of 
talcing credit for a capital receipt into revenue 
account - of which there have been earlier 
horrendous examples, like the transfer of Oil 
Development Board reserves (based on 
cesses on petroleum products, intended for 
the development of the oil industry) to the 
revenue account of the union budget, during 
the Rajiv Gandhi era - the policy is obviously 
shortsighted, indeed deleterious for several 
reasons. First, government has been selling 
these assets cheap, convening public wealth 
to private riches, in the process losing a big 
part of the future revenue from these 
profitable companies. Secondly, this 
measure, coupled with the increasing 
disinterest of the government in the 
development of the PSEs, and the steadily 
increasing denigration of the public sector 
in general by people in high authority, is a 
sure recipe for demoralisation of the officers 
and workers of these enterprises; and if, as 
a result, their efficiency declines, the ill- 
wishes of the detractors of public enterprises 
would come true. Unfortunately, at a time 
when the government is short of resources 
and cannot find funds from the budget for 
financing the desirable expansion of these 
enterprises, the latter do not get any benefit 
from their equity sales. Instead, if they were 
to be allowed to judiciously sell some equity 
in the market (with a high premium), the 
PSEs could easily raise their capital 
requirements from the market. 

Unfortunately, they are not allowed to do 
so. indeed, such is the perversity of the 
present policies of the government that 
institutions like the IDBI are privately 
advised not to finance viable state-owned 
power projects, even while some pressure 
is applied to get them to lend to faretgn- 
owned private power projects. (For example, 
the IDBI has given a loan to the Dabhol 
Power Company of Enron when the World 
Bank had refused such a loan request as 
being against the interest of India in general 
and of the Maharashtra State Electricity 
Board in particular. The IDBI has looked 
at the project only on the basis of the 
guarantees and counter guarantees issued in 
respect of payments to be made by MSEB 
to Enron.) 

However, we digress: but the short point 
is that the fiscal deficit of Rs 57,634 crore 
budgeted for 1995-96 is after taking credit 
for a receipt of Rs 7,000 crore from the sale 
of equity of PSEs. 

And the steadily widening fiscal deficit 
has now led to the piquant situation that 
more than half of revenue receipts of the 
government are required for debt servicing. 
Tabic 6 is pertinent in this context. 

Indeed, if total repayments ate taken into 
consideration, we are truly in a ‘debt trap', 
the government has tokeep borrowing merely 
to repay past debts. 


This situation is, of course; partly an 
inherited om. But the tragedy is that the 
'stabilisation' programme has not really 
succeeded in stabilising either the economy 
(pace, the inflation rate of 12 per cent in 
1994-95) or even in stabilising the flsc (pace 
the need to keep borrowing to service past 
borrowings). 

rv 

Long Term Growth and 
Expenditure Pattern 

One could go into a long discussion of 
(he failure of successive budgets to raise 
adequate re venue; the discussion has become 
somewhat stale, and the continuation of the 
yawning gap between current revenue and 
current expenditure is evidence of the general 
(and hapless) approach to the problem of 
revenue raising in successive budgets. An 
equally serious problem is the increasing 
withdrawal of the government in regard to 
the development of infrastructure, and to the 
heavy reliance placed on private capital 
(mainly foreign) to bail out the country in 
the matter of investment for infrastructure 
build up. The drop in overall capital 
expenditure in 1995-96 has already been 
seen in Table 3; the total capital outlay 
budgeted is 9 per cent less than the revised 
estimate for 1994-95; and again, if inflation 
continues at the present level, real capital 
expenditure by the union government would 
be a fifth less in 1995-96 as compared to 
1994-95. In fact, not only has the 
government’s total capital expenditure gone 
down, budgetary support for the Plan 
investment by public enterprises (by way of 


equity contributions sad joni for I 
investment*) has also gone down. ' 
relevant figures are given in Table 7. 

It would be seen that budgetary sup 
for the PSEs plan investments has been 
by nearly 15 per cent; in real terms, the 
would thus be quite substantial. The un 
government is thus seen to be stent 
disengaging itself from the task 
promoting essential investments in erw 
, sectors of the economy. For example 
respect of the PSEs under the ministr, 
petroleum and natural gas, this (additioi 
involvement has declined from Rs 
crore (in 1994-95) to a mere Rs 4 crore 
1995-%); for the ministry of textiles (w‘ 
the modernisation of a large number of - 
textile mills taken over from the pri\ 
sector is an urgent need), from Rs 19 ci 
to Rs 6 crore (indicating total indiffere 
to the fate of these PSEs); in coal from 
508 crore to Rs 431 crore; in industry ft 
Rs 240 crore to Rs 222 crore; and in po' 
from Rs 2.403 crore to Rs 2.396 crore. Ti 
in power the reduction is not very large, 
it is in this sector that heavy outla 
necessary, in lieu of which the govemm 
is prepared to guarantee a minimum ret 
of 16 per cent on private equity investm 
(with guaranteed return in dollars, then 
insulating the foreign investor from i 
depreciation of (he rupee in future. (Irak 
as per the ICICI assessment of the En 
project, which was published recently 
Frontline, (April 7,1995), the average ret 
on equity to Enron would be 40 per a 
The issue that arises here is quite a sent 
one. If a return of say. anything higher tl 
the average rate of growth resulting froi 


Table 8: Central Txanseexs to States a ho UTj 


(torn 


1994-95 

(Revised) 


1995 

(Bud 


(1) Devolution of taxes at per Finance Commission 

(a) Share of stales in taxes on income 

(b) Shore of states in excise duties 

(c) Share of states in add) excise duties in lieu of sales lax 
Totaloft O 

(2) Devolution as per other Finance Commission recommendatioAs 

(a) Grams under Article 275(1) of the Constitution 

(b) Grants in lieu of tax on railway passenger fares 
Total of (2) 

(3) Other non-Plan loans and grants 

(including those l ecommen dpd by the Finance Commission) 

(4) Plan grams and loans lo stares (ad UTt) 

(a) For states and UTs plant 

(b) For centrally-sponsored schemes 
Total of (4) 

(5) Loon* to states (and UTt) against small savings collections 

(6) Grand total of all central transfers to states and union territories 

(7) Leu Recoveries from states end UTt 
(a) Recoveries of principal 

<b) Recoveries of intention part loans made to states (end UTs) 
Total Of (T) 

(8) Nm total transfer nf central funds to stales end wUoa t erritorie s 


8560 

9‘ 

13679 

-16: 

2604 

21 

24843 

29 : 

4231 

5( 

150 

i 

4381 

5i 

1038 

r 

19770 

17.1 

7447 

7t 

27217 

252 

9649 

70 

67128 

678 

(-) 4J54 

<-) *1 

(-)11380 

l->133 

(-) 16734 

(->131 

50394 

497 


Note: 


Hgure again* row 2(e) for 1994-95 taim from Expenditure Budget, Vol U. since i 
Expenditure Budget, Vof L shows a lower figure coder foie head. 

Saetur Expenditure Budget, Volt I sad II; Beceiptx Budget, 1995-98. 
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ipeCific Investment is given to any investor, 
then wch return* rant be extracted from the 
savings of the rest of the economy. What 
isthegrowthoflndian productivity expect ^1 
from the power sector? And, if the real return 

(to the economy) exceeds 40 per cent, would 
it not make very good sense for the 
government to scrounge around and make 
the required investment? 

By disengaging itself, even though 
gradually, Bom the build upof infrastructure, 
therefore, the budgetary policy of the 
government shows up as clearly disi mere sled 
in the long-term growth of the economy. It 
is action that speaks, not mere homilies and 
pious statements amounting to mere 
verbiage. 

The fact that domestic savings have 
declined from 23.7 per cent of the GDI* in 
1990-91 to 20.2 percent in 1993-94. while 
domestic investment from as much as 27 1 
per cent of the GDP to 20.4 per cent over 
this period, is testimony to the sharp decline 
in long-term growth effort over the three 
years 1991-92 to 1993-94. One would 
readily admit that an investment rate of 
27.1 per cent cannot be sustained by a 
savings rale of 23.7 per cent; the fiscal 
effort should have been direciod to equating 
the two at something like 25 to 26 per cent 
of the GDP. Instead, we have a whole set 
of policies - in which the union budget plays 
a principal pan - which has brought down 
both saving and investment to around 20 per 
cent of the GDP. This is a direct result of 
the recent shift in economic policy from the 
Mahalanobit model of planning to the 
Reagan-Thslchcrite policy (inspired by Von 
Hayek) of 'minimum government 
responsibility' and reliance on the market 
system. 

This is not the place to dilate on the 
structuralists' argument in favour of stale 
intervention (as against the neoliberal 
attitude of reliance on the market) to speed 
up development. But facts speak for 
themselves; and the (official) CSO data 
quoted earlier apeak volumes for the recent 
budgetary policy which has led to a 
significant decline in investment and 
savings, and yet failed to stem the 
inflationary tphal let loose on the economy 
since the late 1980s. 

V 

Devafetioa of Resources and 

Central Tnuasfars to States 

The Con stitu tion of India requires the 
centre to devolve pan of iu tax collection 
the nates, and for this purpose, the 
appointment of a Finance Commission once 
ev ery five yean. The Tenth Finance 
Commission (TFC1. appointed for this 
wtpoae, submitted iu report in November 
1994; and the 1995-96 Budget is supposed 
to take ante of the TFC recommendations 
"»regard to the devolution of central taxes 


to states and other transfers (eg, under 
- Article 2750) of the Constitution, to help 
out the states in deficit). 

A discussion of theTTCrecommendations 
would take another whole essay. Suffice it 
to mention here that the devolution of 
resources to states in the 1995-96 budget is 
based only partly on the recommendations 
of the TFC. The brief Explanatory Memo¬ 
randum on the TFC submitted to parliament 
states tersely that “the recommendations 
under Articles 270 and 275(1) of the 
Constitution... [and] under 272 of the 
Constitution... [and the] recommendations 
relating to distribution of grants to states in 
lieu of tax on railway passenger fares and 
debt relief have been accepted and 
incorjxirated in the budget. “Other recom¬ 
mendations of the commission will be 
considered in due course.” 

The Constitution does not, of course, make 
n mandatory for the centre to accept the 
Finance Commission’s recommendations; 
but a healthy convention has evolved in the 
past, such that except for just a one-year 
period (1984-85) - when Indira Gandhi 
chose to punish the recalcitrant state of 
West Bengal - the recommendations of past 
finance commissions have been fully 
accepted. This year, apart from an 
‘alternative formula of devolution' which 
would require a constitutional change, all 
other recommendations could have been 
accepted, since there was plenty of time 
between the submission of the TFC repot! 
and ihc formulation of the 1995-96 Budget. 
However, that was not to be; and many 
transfers (and therefore central budgetary 
expenditures) during 1994-95 are now 
missing for 1995-96. (Transfers for the 
upgradation of administration is one such 
category.) 

lxt us. however, examine the totality of 
all central transfers to stales, both in respect 
of transfers as per TFC (and NFC) directions/ 
recommendations and other transfers. 
Tabic 8 gives the details. 

Several points stand out prominently. 
First, the total of lax revenue devolving to 
the states, as per the recommendations of 
the Ninth andTenth Finance Commissions, 
shows an increase of Rs 4,545 crore in 
1995-96 over 1994-95. an increase of 18 
per cent. If rows I to 3 are added up - even 
though row 3 contains some items in respect 
of which the government has not yet taken 
a decision on the recommendations of the 
TFC - the increase in total devolution in 
1995-96 would still amount to an increase 
of 17.8 per cent over 1994-95. Plan grants 
and loans for state plans shows a decline of 
Rs 2,198 crore in 1995-96, a decline of i I 
percent even in nominal terms. Forcentraily- 
sponsored schemes, there is a small increase 
in allocation by 2.6per cent- The g o ver n m en t 
of India has chosen to keep pending some 
recommendations of the Tenth Finance 
Commission so that the transfer undar 


row 3 shows a decline in 1995-96. Loans to 
states under small savings schemes shows 
a substantial decline of Rs 2.649 crore - a 
decline of nearly 38 per cent as compared 
to 1994-95. This arises because the centre 
decides on the interest rates payable under 
diverse savings schemes; and of la*- ’here 
has been a significant transfer of s»v mgs of 
households from the National Savings 
Scheme (and similar financial instruments) 
to units of the UTLand other schemes, the 
receipts of which accrue to the centre. Finally. 
though the grand total of gross transfers 
amounts to a small increase of I per cent 
in 1995-96, after deductions are made for 
repayments of principal u,vi payment; of 
interest on past loans, the net total transfer 
shows a decline of I per cent even in nominal 
terms. If one were to allow for inflation, the 
real decline in central transfer of funds to 
states would be seen to have declined by a 
two-digit percentage. 

One must record in this context that 
successive committees of the National 
Development Council and other experts have 
passed adverse comments on die steady 
increase in the amounts earmarked under 
centrally-sponsored schemes, which ties 
down the states (as they ha vc to make varying 
degrees of matching contribution, to take 
advantage of the central funds). 

In sum. while the union government takes 
credit, in parliament and through the media, 
for substantial increase in transfers to stales, 
in totality one observes a reduction in net 
transfers, even in nominal terms, in central 
transfers to states tn 1995-96 as compared 
to 1994-95. 

And considering (a) the inflation let loose 
on the economy by the centre, and (b) the 
fact that the primary responsibility for social 
infrastructure development vests with the 
states, wc get to the root cause of the 
underdevelopment, the discontent and unrest 
in many parts of the country. While the 
centre lets off taxes (in the name of economic 
reforms) and earns kudos from big business 
and from the IMF/World Bank, the stales 
get squeezed further and further. Meanwhile, 
the bihld up of both social and economic 
infrastructure (by the statesand by the centre) 
gets neglected. 

The result is what we leant from the CSO: 
the saving me on the decline, poverty on 
the increase. If, as a result, there are divisive 
forces and protests, is that any wonder? We 
necessarily have to increase the outlay aa 
defence and on i nte r nal security. 

We seem to be getting away tarn m 
analysis of die 1995-96 Budget. So. Ms 
would be an ex ceDeut palatal which ID stop, 
and let the reader pointer over the fig a t ea 
extracted from the budget d o cumaas. If 
there is any error, it awn be a a ii b at e d re 
thoac who have p we eata d Me budget to 
pat tom nat, tenet tfi figures in tbn essay are 
painstakingly attracted front four tganh 
vohnues of the b udget dr careens. 
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The weak spots in the economy are not just the fiscal deficit, inflation, and infrastructure but also the decline in 
savings and investment rates, the real appreciation of the rupee, and the increased debt-servicing, about which the 
budget is silent. The tax reforms also do not standfully vindicated as is being claimed, and the composition of government 
expenditures has deleterious consequences forthe long-run growth of the economy. 

This is a budget that furthers administrative rationalisations and that is its major thrust this year. The state is 
still in the process of consolidating its new role where it delegates responsibility for economic poUcy-mdkmg to 
technocrats and attempts to insulate itself from interest group pressure. 



THE budget speech leads us to believe that 
there are just three weak spots in the 
economy - the fiscal deficit, inflation, and 
infrastructure. No mention is made of the 
declining savings and investment rates, the 
real appreciation of the rupee, and the 
increased debt-servicing that have 
consequences forthegrowthof the economy. 
The strategy behind the budget proposals is 
that a reduction in customs and excise duties 
will reduce the after-tax .prices of a whole 
range of commodities. With declining prices 
exports become more competitive and pick 
up (foreign demand increases) and in the 
home market consumers will benefit and 
have an incentive to increase domestic 
demand. This not only increases capacity 
utilisation, but entrepreneurs noting the pick- 
up in demand will invest more in capital 
goods because the demand for the 
commodities these investments will mike 
available would go up. 

One of the reasons why investment may 
not go up has to do with debt-servicing. 
High debt-service payments reduce the 
funds available for investment and act as 
a tat on public capital formation (the growth 
rate of which has declined in the reforms 
period) because resources get diverted to 
repaying the existing debt and nuking 
interest payments. The total internal 
liabilities of the central government have 
gone up from 35.6 per cent of GDP in 
19*041 to 52.9 per cent in 1990-91 and 
in 1994-95 are marginally above that. As 
» result, dabt servicing was 49.5 per cent of 
revenue receipts h> 1994-95 and are budgeted 
re be 51.5 per cent of revenue receipts in 
1995-96. TMa build-up of internal debt is 
not mty re epa mt bi e for reduced public 
capital formation but also causes a rise in 
were* rant red a consequent reduction in 
private capital formation. The average rate 
Of Wen* t» Maul liabilities for iiutanee 
hat goat up from 41 per cent in 1990-91 
to 9J parent hi 1994-95 and the Grots 

Dor—tkPHvmelnveatinere has been falling 
* • percent* of OOP tn the reforms period. 
The ptumre of ireounre mobilisation by the 


government crowds out private investment 
expenditure. 

An imminent outcome of the reduced 
customs duties is that the sourcing of 
investments themselves could prove to be 
an effective internal barrier to the growth 
of investments. Overthe 1980s capital goods 
as a proportion of imports have increased 
from 15.2 per cent in 1980-81 to 24.9 per 
cent in 1989-90 and it is 25-2 per cent in 
the April-September period of 1994-95. 
Payments made far these capital imports 
implies that some of die incomes generated 
within the country are leaking out of the 
economy as a result of not being spent here 
hut are instead generating demand for other 
economy’s products. The Janus-face of 
investment is that it adds to productive 
capacity but the rise in productive capacity 
is useless unless there is demand for the 
goods that arc capable of being produced by 
Iheae investments. The dual nature of 
investment is that it increases productive 
capacity as well as generates demand. To 
the extent that the demand generation aspect 
of investment leaks out of the economic 
system, a tendency for the capital stock to 
stop growing is set into motion. Over a 
period of time if domestic investments do 
not begin to substitute for capital goods 
imports through imhgenisation. we could 
very well be writing some decimal points 
off from the growth rate of the economy. 

The high inflation rate in the economy 
alto adversely affects private investment by 
increasing tbe riskiness of long-term 
investment projects, reducing the avenge 
maturity of commercial lending, and 
distorting the information content of relative 
prices. Even if the re du cti o n in c u stoms 
duties reduces the inflation rare so m ewhat 
as the finance minister is atydag M» h 
somewhat negated by the masaive build-up 
of foreign capital inflows into the econmy. 
To the extent that these inflows result in an 
increase in expenditure on non-tradable 
goods, an ioctpientexceaadeasaad for non- 
tradables arises, dom est ic inflation 
aggravates, and a real appreciation of dre 
currency occurs m has been occurring atom 
April 1993. Given backward wag* 


indexation, real wagea in dre organised 
sector do not decline resulting in no supply 
responses that could reduce the inflation 
rate of non-tradables. Also, to the extent 
that the increased portfolio in v estm ents 
result in higher perceived wealth in the 
economy, this would result in a rise in 
consumption demand (and reduced 
savings), which as it must be financed wiB 
result in turn inarise in the demand far mv6t 
and an increase in the short-term rate af 
interest (with a feedback effect Wat reduce s 
investment). 

The other leg of the two-track stt u ugy is 
with regard to strengthening anti-poverty 
p rogras nm es and here the pronouncements 
are illusory. The National Social Amritsnrr 
Scheme and the mid-day meal achate are 
not yet formulated and no fVmds have beau 
allocated for them as yet Even if the schemes 
are imple m e n ted, more foods wiH have to 
be transferred to stale goverameMs which 
will result in a rise in expenditures and fiat 
fiscal deficit re a dilution of the achmnm 
themselves. The National Social Asahtmei 
Scheme has three components: (a) Old age 
pension (Rs 75 per month to the poor above 
65 years of age), (b)a l ump su m s urv i vor 
benefit (Rs 5,000 to poor households on the 
death of a main breadwinner), and <c) pre- 
and post-natal care for poor pregnant amaaou 
(Rs SO per month for (wo months before 
snd after chikftaitit) which are oatimatadm 
cover 14 mUBan people which is 4 yor rent 
of330tralHon poor. Suchanrerghwl impart 
is not going to have any affect on ataetamt 
ontpoesss m is befcg cfadmad. 

Similarly, the Group URe taanrenw 
Scheme is aimed a givh« a life cow uf 
Rs 5,000 wife an aimmt greato* atttalfi 
to tia poor. A fourth nf Ms paaatom I* an 
be bona by fee centre. a feat* by to* aan 



‘4 


Weekly May 6-13, 1915 



accordingly go in far the policy depending 
on the innovativeness with which the paper 
work is handled. Even the commercial 
credit provisions for SC/STs through co¬ 
operatives, regional rural and commercial 
biuiks will face the moral hazard problems 
of. being treated as political gifts and may 
cause a deterioration of the rural banking 
' environment. This budget then is neither 
populist nor inherently growth promoting 
but is marked by the rationalisations and 
reductions of tax rates that signify a 
commitment to better administration. It is 
’an administrator’s budget. 

II 

it would be a fair assessment of the 
economic policy of the current government 
to state that this government will be 
remembered mainly for its tax reforms. A 
major claim of the finance minister in his 
budget speech was that "the basic strategy 
of tax reforms stands fully vindicated”. 
Given this claim it is necessary to assess the 
budget from the point of view of a longer 
time frame. We do this by taking the period 
1985-86 to 1990-91, a period of six years 
to be the pre-reform period and the period 
1990-91 to 1994-95 to be the reform period. 
We can evaluate the reforms in two ways. 
One of the ways of evaluating the merits of 
reform is to see whether or not the announced 
goals of the reform have been met. This way 
of evaluating a reform process has the merit 
of informing us as to whether there is a 
convergence between intention and actuality. 
The second way of evaluating the reforms 
is to compare the economic outcomes with 



die outcomes that occor wor ld wid e In the 
pro cess of development. 

The announced goals of tax reforms were 
stated by the CheHiah Committee in its 
Interim Report where it had listed the 
following principles that would guide policy 
proposals: (i)acceptability, (ii) inclusiveness, 
i e, moderate tax rates with broader bases, 
(iii) honesty-inducing, (iv) constancy, 
(v) transparency, and (vi) implementation 
credibility. It then went on to state that ‘It 
will be our endeavour to ensure that our 
recommendations for reform will 
significantly enhance the income elasticity 
of the tax system of the centre”. The 
committee records that the control of the 
growth of public expenditure and a 
perceptible increase in efficiency are 
prerequisites for the success of the tax reform 
programme, and then states that “the reformed 
tax system, if implemented with a reasonable 
degree of efficiency would exhibit an income 
elasticity between i.l and 1.2 per cent, i e, 
il'GDPgrows at 10 per cent the tax revenues 
could be expected to grow between 11 and 
12 per cent." ( Interim. Report of the Tax 
Reforms Committee, Chapter 5.) 

We now take a look at the net tax revenues 
of the central government for the period 
1985-86 to 1994-95 (R E) (Table 1). The 
data shows that net central tax revenue which 
was Rs 21,140 crore in 1985-86, was at the 
end of the pre-reform period, i e, 1990-91. 
Rs 42,978 crore. In 1994-95, the figure 
stands at Rs 64,988 crore. A quick 
computation based on these data (Table 3) 
reveals that the centre's net tax revenues 
registered a trend growth rale of 14.57 per 
cent during the pre-reform period. The trend 


’ growtfefrejarerefoere portedkllTpercaw, 
i e, marginally ever btff that of thp pre- 
reform parted. 

Of course, the Tax Reforms Committee 
did stress that control over the growth of 
public expenditure is a prerequisite for lax 
reforms. It does turn out, however, that there 
has been a deceleration in the growth of 
central government expenditure. The tren4 
growth in the pre-reforms period for the 
central government expenditure is 13.66 per 
cent whereas in the reforms period it is lower 
at 11.07 per cent (Table 3). Moreover, the 
fall in the revenue growth of the centre 
cannot be attributed mainly to the fall in the 
growth of output or GDP as i s often claimed. 
This is because the gap between the growth 
rates of centre's revenues and GDP has 
widened with the reforms as is evinced by 
the decline in the tax revenue/GDP ratio. In 
the pre-reforms period the tax revenue/GDP 
ratio of the centre averaged 8.3 per cent 
(Table I) whereas in the reforms period it 
hasavereged7.6percenL W e can accordingly 
conclude that one of the endeavours of the 
Tax Reforms Committee which was to 
enhance the income-elasticity of the tax 
system has not materialised. 

The next important issue is whether there 
has been any change in the tax structure. 
One of the major terms of reference of the 
Tax Reforms Committee was to reduce the 
over-reliance .on particular sources of. 
revenue such as customs duties and to 
increase the share of direct taxes in total tax 
revenues. This goal of tax reforms seems to 
be materialising if we go by the data in 
Table I. The share of direct taxes in the 
net tax revenues of the centre averaged 


Tasle 1: Trends in Revenues of Central Government 
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1985-86 

1986-87 

1987-88 

1988-89 

1989-90 

1990-91 

1991-92 

1992-93 

1993-94 

1994-95 

(RE) 

1995-96 

(BE) 

Corporation tax 

2865 

3160 

3433 

4407 

4729 

5335 

7853 

8899 

10060 

13230 

15500 


<13.55) 

(12.99) 

02.25) 

(13.06) 

(12.33) 

(12.41) 

(15.68) 

(16.47) 

(1182) 

(20.39) 

(20.84) 

Income tax 

665 

719 

603 

1442 

1088 

1250 

1627 

1831 

1346 

2440 

3766 


/3.I5) 

(2.96) 

(2.15) 

(4.42) 

(2.84) 

(2.91) 

(3.25) 

(339) 

(251) 

(3.75) 

(5.06) 

Customs 

9526 

11475 

13702 

15805 

18036 

20644 

22257 

23776 

22193 

26450 

29500 


(45 06) 

(47.19) 

(4191) 

(46.83) 

(47.03) 

(4803) 

(44.45) 

(43.99) 

(41.52) 

(4070) 

(39.66) 

Union excite duties 

7331 

8164 

9423 

10922 

13096 

14100 

16017 

16367 

17224 

20617 

23126 


(34.68) 

(33.57) 

(33.64) 

(32.36) 

(34.15) 

(32.81) 

(3199) 

(30.28) 

(32.23) 

(31.72) 

(31.091 

Estate duty 

2 

4 

2 

5 

4 

3 

3 

1 

- 

1 

1 

Net centre’s tat revenue 

21140 

24319 

28015 

33751 

31349 

*2978 

50069 

54044 

$3449 

64988 

74)74 

Other direct taxes 

165 

183 

109 

129 

187 

233 

620 

1193 

887 

1094 

1100 

Total direct taxes 

3695 

4062 

4I4S 

6028 

6004 

6818 

10100 

It923 

12293 

16784 

20)66 


(17.48) 

06 70) 

(14.80) 

(I7J6) 

(15.66) 

(15.86) 

(20.17) 

(22,06) 

(2199) 

(2513) 

(27.38) 

Non-au revenues 

6895 

8764 

9022 

9840 

13947 

11976 

15962 

20084 

22004 

23783 

264 n 

GDP at market prices 
Central government 

262243 

292949 

333201 

395782 

456902 

535SI7 

61606) 

702829 

786355 

910970* 

1087891* 

' pendtlore 

52666 

63916 

68261 

7911) 

92908 

105298 

1114*2 

122618 

141853 

16227} 

172 / 41 

Total direct tuxes /GDP 
Net centre's tax 

1.41 

1J9 

1 24 

t.52 

« 

1.31 

1.27 

1.64 

130 

1.56 

184 

194 

revenue t GDP 

8.06 

8.30 

8.41 

8.53 

8J9 

103 

113 

719 

180 

1.13 

7.10 


Note Figure* in brackets are prnrntsgri to Net Centse'i Tax leveret*. 

* These figures are calculated from Ac Fiscal DeftcM/GOP ratka in fee Budget docNaaan. 
■fhtmx-. Budget Documents, 1995-96. 
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to 25.83 per cent in 1994-95. 
Customs revenue by contrast which nude 
up 48.03 per cent of central tax revenues 
in 1990-91 has fallen to 40.70 per cent in 
1994-95. The rise in the share of the 
income tax has not however made up for 
die fall in the share of customs revenue as 
the tax revenue/GDP ratio has fallen fjom 
8.03 per cent in 1990-91 to 7.13 per cent 
in 1994-95. This is because the tax base 
of the income-tax revenue source is tow and 
there is much evasion. The Cheiliah 
Committee in fact has estimated that only 
30-33 per cent of legally taxable income is 
being disclosed and it hoped that through 
its recommendations the figure would be 
raised to 50-60 per cent 

Part of the reason that personal income 
taxes are not making up for the loss of 
customs duties is that the personal income 
tax exemption limit set at Rs 35.000 earlier 
and Rs 40.000 now, narrows the tax base. 
The per capitaGDP for instance is estimated 
at Rs 10,258 in 1994-95. The exemption 
limit for personal income taxes is 3.9 times 
this amount and that is effect) vely narrowing 
the tax base and limiting the raising of 
more revenues through this source. The 
better compliance expected on account of 
a simplified rale structure is not proving 
to be fonhcooiing and so lowering the 
exemption limit can prove fruitful from 
the point of view of raising resources. It 
is estimated that there are currently 
something like seven million personal 
income tax-pa yen which implies that less 
than I percent ofthe population pays income 
tax. Clearly lowering the exemption limit 
and simultaneously ensuring better tax 
administration can yield dividends. 

A fadbr that makes it possible to usher 
in such a reform is that there is apolitical 
comm i tment to reduce the share of indirect 
taxcaintheeconomty. This results in a higher 
value of real earnings because indirect lax 
reductions increase the purchasing power of 
incomes. A direct tax is a tax on the source 


goods that can be bought with a given 
income Hence, an increase in direct taxes 
when indirect taxes are being reduced 
constitute no increased tax burden as such. 
Moreover, direct taxes on persons with 
incomes above the per capita level are 
viewed as fair and progressive as they tax 
the better-off in society sod this has an 
immediate impact on compliance whereas 
the progress ivity of an indirect tax is not 
transparent 

One of the reasons that the lharc of direct 
taxes has been rising is because of the 
introduction from 1991 onwards of an 
interest tax of 3 per cent on time and other 
deposits with banks. This tax is currently 
yielding Rs 1,000 crore or approximately 
6 per cent of direct taxes. It is a plausible 
argument that the personal income tax as it 
currently stands is mainly a burden on labour 
incomes earned in the modern sectors ofthe 
economy. However, bringing a significant 
share of capital incomes into the tax net 
poses a problem. It is more possible that 
attempts to tax interest income may only 
result in higher interest rates in the economy, 
will reduce the size of the corporate income 
tax base, and add to the cost of servicing 
the public debt on the expenditure side of 
the budget. Besides, it will raise the 
concentration of capital at the higher 
interest costs will create a financial 
distortion that makes equity financing more 
attractive and (his possibility of financing 
is only open to the formal sector of the 
economy. Thus, the proposal to provide for 
deduction of income tax at source from 
interest on time deposits would result in a 
detrimental macro-economic impact. 

Reforms of customs duties have been 
geared to the goal of integrating the Indian 
economy into the global trading system 
and that's why they’ve been the most 
contested. Up to the time of reforms, the 
policy objectives of customs duties were 

(a) protection of domestic industry. 

(b) containing the balance of payments 



doing and infant industry reasons it 
makes no sense to differentiate between 
products according to their origin (impor¬ 
ted or domestic) rather than their nature. 
It is generally believed that the major 
source of uncompetitiveneaa in Indian 
industries has been the higher prices 
paid for operating inputs reiativdy to inter- 
national prices. The higher prion are due 
to: (a) die tariff duties paid oa imported 
inputs, (b) the uncompetitive prices of 
domestic suppHn,and(c)ihen«HleductMe 
excise taxes.' in a sample of projects in 
the manufacturing subsector focusing 
principally on the metal, engineering and 
electronics industries and to a lesser 
extent chemical and related industries for 
the period 1988 and 1989 it was found that 
on average inputs used by the projects 
have prices 49 per cent above iniornarioasl 
prices [Euori 1990]. Obviously,- then, if 
these higher costa could be eliminated and 
inputs provided at international prices, 
then, many more projects would become 
competitive and exports could be teemased. 
However, if the boost in productive 
capacity does not keep pace with the 
demand generation process as we a rg ua d 
earlier, a tendency for the capital slock In 
tfopgrowiag win be sex into motion, petting 

T*au 3: Ttomn Gaowm Rate* (Hat Qmt) 
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m effective cep to the growth potential of 
the economy. 

The tax reforms though have not yet 
to union excise duties sod states' 
sales taxes and in this area the Chelliah 
Committee proposals are still pending 
implementation. The existing structure of 
oommodity taxes in India is an unintegrated 
one. The central government levies customs 
duties and union excise duties, the state 
governments levy sales taxes, state excise 
dudes, motor' vehicle and passenger arid 
goods tax, and the local self-government 
imp oses octroi. All these taxes are levied 
simultaneously without any credit for other 
taxes already paid. This has given rise to a 
number of problems such as the following, 
(i) Multiplicity: There is s multiplicity of 
levies on the same base, (ii) Cascading 
Effects: Various taxes fall on the taxes 
levied earlier causing escalation of costs 
and profits at each stage. As inputs are 
subject to both excise and/or sales taxes, 
manufacturers need larger amounts of 
working capital which raises the costs of 
final products, (iii) Lack of Transparency: 
The existing system results in uncontrolled 
incidence of various taxes and the overall 
cumulative incidence lacks transparency, 
making difficult to grade commodities 
according to progressivity. (iv) Vertical 
Integration: Widespread taxation of inputs 
promotes vertical integration and militates 
against ancillary industries. It was to 
discourage this trend that MOD VAT was 


clearance, there isapratfk* of undervaluation 
of the tax base. 

The Chelliah Committee has envisaged an 
introduction of VAT in two stages. In the 
first stage it recommends a complete central 
government VAT xt the manufacturing stage 
and a reduction in the level and number of 
rates to three basic rates of 10,15 or 20 per 
cent. In the second stage VAT would be 
extended to the wholesale stage. Only 
wholesalers with a total turnover above a 
threshold level (Rs SO lakh or Rs I crore) 
are to be covered. Since the setoff for tax 
paid by the manufacturer would be available 
to the wholesaler, the two would not connive 
with to avoid payment of the tax. MOD VAT 
this year has been extended to tyre yam and 
industrial fabrics and currently does not 
apply to commodities such as tobacco 
products and matches where the revenue 
collected from these items is approximately 
12.2 per cent of union excise. 

A VAT extending through to the retail 
stage is. however, preferable. The usual 
argument against including the retail stage 
is that it comprises numerous small firms 
whose records are so poor that it would be 
wasteful of administrative resources to try 
to levy the tax on them. But this observation 
suggests that the coverage of a VAT is not 
a 'stage' problem, but rather a small-firm 
issue. There is no reason why middle-size 
and large-retailers, which keep adequate 
accounts, should not be registered. More¬ 
over. the appropriate V AT treatment of small 


introduced in 1986. (v) Manufacturers' and 
Importers* Sales Tax: There has been a 
tendency for states to switch over the point 
of levy to the origin, i e. the import or 
manufacturing stage. This lacks the 
advantage of capturing additional value 
added and reduces the income elasticity of 
fee tax system. In addition, these happen to 
be major sources of revenue and the 
uncertainty of maintenance of this flow of 
resources is a deterrent against reform. In 
fact, revenues from excise constitute about 
32 per cent of tax revenues of the centre and 
feat from sales tax constitute 37.6 per cent 
of stales' own resources. 

The Chdliah Committee has two major 
rec o mmen dations that relate to excise and 
states* sales taxes. One is to shift to a system 
of value added tax or VAT and the other 
is to broaden fee tax baae. Previously under 
MODVAT a manufacturer was required to 
register and submit declarations regarding 
the use of inputs and manufacture of outpure. 
This finance btii ch an ge s this requirement 
for manufacturers to fill classification lists 
before clearing goods from the factory The 
manufacturer is granted credit for fee tax on 
inputs received in the factory. E x cis e duty 
Is levied at the time of removal of poodh 
known as clearance) from the fectory unlike 
fee VAT where the tax u levied at the 
fee. Because of the tax at the stage 


firm is an issue thru concerns those at all 
levels of production and distribution:' 
producers, wholesalers and retailers. The 
small firm issue is not resolved by excluding 
the retail stage. The best VAT covers the 
whole production-distribution process. The 
sole criterion for tax coverage should be the 
size of the firm, regardless of the stage at 
which it is situated. In other words, attention 
should be focused on the design of an 
appropriate small firm exemption. 

As regards (he broadening of the lax 
base the Chelliah Committee is of (he view 
that the tax on services should be levied 
at the central level only. Services to be 
taxed should include advertising, services 
of stock brokers, automobile insurance, 
insurance of residential property, personal 
effects and jewellery, and ^sidential 
telephone services. As these are mainly 
luxury goods the VAT on (hem would be 
progressive. Since a VAT is levied at a 
uniform rate and since consumption as a 
share of income fails as income rises, a VAT 
fells more heavily on the poor than on the 
rich with a consequent violation of equity 
norms. It it accordingly good practice to tax 
ffeential c onsumer goods (basic foodstuffs, 
t,'foei. electricity, newspapers, and 
* t fwft o m tiqn) ittewcftiiMi tMdi f d 
or oe ny t tf wn dtofpther. However, 
pmcapm nue no* own sppttra w 
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the sendees tax impoaod on telephon e s , 
non-life insurance and stockbrokers in 1994 
and the revenue that has been mopped up 
herein 1994-95 at Rs 375 crore is just 62.3 
per cent of that budgeted. Even though the 
services sector accounts for about 30 per 
cart of GDP, broadening the indirect tax 
base to include it is proving to be difficult. 

The second way in which we could 
evaluate the tax reforms is by looking at 
the relationship between taxation and 
development. In a recent study [Burgess 
and Stem 1992], it was found that deve¬ 
loping countries obtain the bulk of their 
revenue from: (i) Domestic.taxes on goods 
and services - Sper cent of GDP,(ii)Forelgn 
trade taxes-5 per cent of GDP; and 
(iii) Income taxes-6 per cent of GDf\ 
mainly on corporations. By contrast, the 
three main sources of government revenue 
in industrial countries are: (i) Income 
taxes - 11 per cent of GDP; (ii) Domestic 
taxes on goods and services - 9 per cent 
of GDP; and (iii) Social security con¬ 
tributions - 9 per cent of GDP. 

The structure of taxation in India is far 
from the average developing country 
position. The bulk of taxation in 1994-93 
(RE) was obtained from: (i) Domestic indirect 
taxes - 7.6 per cent of GDP, mainly from 
union excise (4 per cent of GDP) and sales 
tax (3.6 per cent of GDP): (ii) Customs 
dutics-2.9 per cent of GDP; and (iii) Income 
taxes-2.7 per cent of GDP. with 1.5 percent 
of GDP coming from corporation taxes and 
1.2 per cent of GDP from income taxes. 
Compared to both developing and industrial 
countries there is thus a much stronger 
contribution from domestic indirect taxes. 
By contrast the share of income taxes in 
GDP in India is relatively small compared 
to both developing and industrial countries. 
In 1994-9$, the budgeted figure for 
income taxes was greater than the revised 
figure whereas it wa»thc other way around 
for the corporation tax and customs 
revenues (revised figures greater than 
budgeted figures). Thus, in terms of the 
expectations of the government as revealed 
in the budget exercise indirect taxes 
proved to be more buoyant than direct 
taxes. Tax reforms clearly have much left 
to be done in raising the share of direct 
taxes. The movements one sees in the 
process of development - from indirect to 
direct taxes, trade taxation to domestic 
indirect taxation within indirect taxes, and 
from corporate to personal within direct 
taxes, are in accord wife what theory 
indicates. India has yet to travel down this 
trajectory of development 

in 

Non-tax revenues have been a buoyant 
source of revenue in the reforms period. 
The' trend growth rale of noe-sax revenue 
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w hic h w i ll I2pwctrxin the pre-reform* 
period ha* gone up to >6.93 per cent in the 
reform period (Table 3). The major 
c ompoa ent of non-tax revenue which has 
gone op ii the transfer of the profits of the 
RBI from R* 350 crore in 1990-9) to 
Rs IJOO crore every year thereafter. The 
Aamwal Report* of the Rfi! reveal that a 
policy decision was taken in 1991-92 to 
discontinue the practice of appropriating 
large amounts from the profits of the bank 
for credit to various statutory funds for 
loans and advances for agricultural 
development (the National Rural Credit 
[LTOJ Fund and the National Rural Credit 
(Stabilisation) Fund maintained by 
NABARDj, industrial (National Industrial 
Credit [LTD] Fund) and housing financial 
institutions (National Housing Credit 
[LTO] Fund) before transferring the surplus 
to the government. This policy decision 
has made possible the large increase in the 
transfer of profits of the RBI to the 
government. Inasmuch as the end process 
of the reforms is to have autonomous 
institutions that run efficiently, these 
funds should over lime contribute to the 
internal reserves of the RBI and not be 
transferred into the hands of the government 
so that central banking policy is not 
restricted. Hence, this boost in non-tax 
revenues is non-sustainable. 

Increasingly, resources are also being 
generated through disinvestment of equity 
holding in public sector enterprises. This 
year the government expects to raise 
Rs 7.000 crore on (his account alone. 
However, the method of tender offers for 
selling shares of public enterprises is flawed 
and the government is rejecting bids for 
shares. As no underwriters are apppinted. 
the gover n m e nt is not committed to sell all 
the shares intended to be sold at the reserve 
price. The targeted revenue cannot be 
raised in the event of undersubscription 
as happened in the Iasi round of 
disinvestment for Videsh Sanchar Nigam 
and in an earlier round for Mahanagar 
Telephone Nigam. Moreover, in the latest 
round of disinvestment, foreign insti¬ 
tutional investors wem conspicuous by 
their absence ostensibly because they 
find these shares tobc highly illiquid. This 
is not only because of a paucity of floating 
stock trading in these shares but also 
becastae the Issue of share certificates (as in 
the cm of MTNL last year) often takes 
months altar the tetter of allotment Bidding 
at lower than the reaerve price in fact seems 
to he an 'Merest rate effect' due to the 
institutional sluggishness in terms of the 
time taken before the share is actually 
issued - the interest cost* of foregone 
proceeds comhma ■ reason for low bids. 
Unteas tan go vernmen appoints underwriters 
and spends tap die process of accepting bids 
ndiaata*iji»e certificates it is doubtful 


if it could raise the b ud geted amount this 
year. 

Another buoyant revenue source to the 
government has been small savings. Small 
savings excluding PPF and deposit 
schemes for retiring government servsnts 
were budgeted at Rs 4,090 crore in 

1994- 95 but the revised estimates show a 
figure of Rs 11.700 crore, a 188 per cent 
increase. This is a turnaround given the 
decline in ail components of small savings 
from Rs 9,104 crore in 1990-91 to Rs 6,640 
crore in 1991-92 to Rs 5,717 crore in 
1992-93. The finance minister has made 
much of the fact that the fiscal deficit 
would be lower if the share of small savings 
going to the states were netted out. In the 
previous 10 years, the share of smaH savings 
going to the states has on an average been 
73.2 per cent. In 1993-94 K was 54.9 per 
cent and in 1994-95,68.9 per cent, but this 
year without an explanation the share 
transferred to the states has been put at 87.5 
per cent. 

Even last year (1994-95), the budgeted 
share was 85.9 per cent tail the revised 
estimate shows 68.9 per cent one can expect 
a repeat performance this year. The finance 
minister could well avoid window-dressing 
of the Fiscal deficit. The components of 
small savings receipts that fell in 1991-92 
and 1992-93 were the Kisan Vikas Pwra and • 
the Indira Vikas Patra receipts which caused 
a drop in the total certificates receipts of 
small savings. As there is no detailed data 
break up for small savings reccpits after 
1992-93 available there is no way of 
identifying what has caused the rise in small 
savings from 1993-94 onwards that the 
budget documents depict. Given the absolute 
tall in net claims on government in the 
financial savings of household sector since 
1990-91 and given the fail m the private 
sector savings rate as reported by the CSO 
since 1990-91 one wonders how real we the 
figures for small savings receipts that the 
government is claiming. 

If we look at the economic classification 
of the expenditure side- of the budget 
(Table 2), then, current transfer payments 
(i e, interest payments, subsidies and 
grants) which were 26.91 per cent of total 
expenditure in 1985-86, we budgeted lobe 
41.02 per cent in 1995-96. The brunt of 
this increase has been borne by capital 
expenditure which have declined from 
35.59 per cent of total expenditures in 
1985-86 to s budgeted 20.81 per cent in 

1995- 96. Consumption expenditure (defence 
and government administration) wbich was 
37.5 per cent of total cen t ral government 
expenditure in 1985-86 is b ud ge te d to be 
38.17 per cent in 1995-96. However,* glance 
at the trend growth ratosof these o onyo—n ts 
of government expenditure is revealing. In 

the pte-reforms period the trend growth rate 
of transfer payments wns 19.94 per cent, nf 


capital expenditures 10.16 per cent, and of 
c o nsum p ti on e x p e n di tur es 11.55 per cent 
(Table 3). The corresponding figures for the 
reforms period we for transfer payments 
10.93 per cent, capital expenditures 5.74 per 
cent and consumption expenditures 15.09 
per cent There is a clew reduction in the 
growth rates of transfer p a ym en ts and capital 
expenditures as between the pre-reform and 
reform periods. On the other hand, 
government consumption expenditures have 
accelerated as, the growth rale for this 
component reveals. 

A disconcerting feature of gov ernmen t 
expenditures in the reforms period relates 
to consumption expenditures. As for as the 
reduction in capital expenditures growth is 
concerned, the government expects private 
investment to pick up and make up for any 
shortfall. However, there are no measures 
to control the growth of consumption 
expenditures. This disconcerting trend has 
been caused in part by defence consumption 
expenditures which grew by 7.36 per cent 
in the pre-reforms period and have g row n 
by 11.17 per cent in die reforms period. 
Consumption expenditures will also 
probably be greater than budgeted due to 
greater expenditures on account of the ' 
interim award of the Fifth Pay (^pmmissiou. 
This year, there has also been an absolute 
reduction in the amount budgeted for j 
capital expenditures. In 1994-95 loo \ 
capital expenditures were budgeted ns J 
being less than in the previous year tmtthe 
later revised estimates for the year actually £ 
show the fgure to be higher than the i 
previous year. This has been the result of j 
loans to states and union territories in the j 
revised estimates of non-plan capital » 
expenditures being much higher than those J 
budgeted. It must be noted here that the , 
growth of recoveries of loan in the receipts » 
side ofthe capital account was 13.64 per ccpt | 
in the pre-reforms period and fell to a pahry \ 
3.47 per cent in the reforms period. Agate. \ 
these loans are financed through none other i 
than small savings collections and sq onoe | 
again one wonders about (he basis of thOW 5 
figures. j 


The curran government had snitiiteri tee 
reforms sftar the foreign exchange crisis uf 
1991. It is important toputthepotiry ma|te| 
process into perspective so as to gtas an. 
insight into the nature of the new rote of tea 
state that the reforms hove ronwnad. AfirafeM 
way of p roce e di n g is by charactartetag 
potties as a oorapetthw tamtam where 
pottktana compete to gate as woB as » 
retain puttie office. R ec o g nis ing thfo. 
politicians In power Mm (hoir coated now 
pubhc spondtag tato a souroenf yntetcal . 
benefits. Thus, they adopt dtatnbohw 
finan ci ng programmes that benefit thaw 
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coostitoents and a* a result cultivate * vote- 
bank. However, such strategies though 
individually rational for those who hold 
p oli tical power currently, we collectively 
irrational for them aa a group became wkh 
each individual politician sanctioning 
projects that he believes will enhance Ms 
chances of retaining office, deficits mount 
The resulting worsening economic 
cond i tions reduces the popularity of the 
politicians in power and the oppositions' 
chances of challenging them successfully 
increases. Incumbent politicians who intend 
lo retain power respond to this by creating 
♦institutions that commit them to collectively 
rational strategies that promote fiscal 
dbcipiiae, set limits on public spending, and 
thereby reduce the opportunities for 
■ d is t rib utive politics.' One such institutional 
response to the delegation of respon si bility 
for economic policy to technocrats who we 
given the powers to restrain politicians from 
in d ulging in distributive politics thereby 
forcing politicians towards collectively 
rations! strategies that promote their chances 
of retaining office. 

A natural by-product is that the technocrats 
(in India, Manmohan Singh and the main in 
' the finance ministry) who have been set the 
agenda of promoting the collective interest 
of the political pany (economic reforms) in 
power come so acquire a very significant' 
status m the policy-making domain and are 
viewed as being above the selective political 
interests of particular politicians. To 
characterise economic reforms ms the 
response to' compe titi ve politics gives us a 
due at to its wide sp read acceptance, ft also 
promotes aa understanding of why some 
items on the agenda of the policy-making 
process 4 can be jettisoned by politicians 
reigamg m the del egate d powers that they 
htrae handed over to technocrats. This may 
be triggered offby certain policies associated 
with the economic reforms adversely 
imetforing wM the economic conditions of 
important consti t uents whic h would result 
hi reduced political support Thus, the entry 
ofths human face and pro-poor policies into 
the policy agenda to the result of the 
competitive political scenario which makes 
it risky in ignore the interests of certain 
mgaseuts of co n stit u ents . To repeal an oft- 


ettoto me n from a batty preform in g entor- 
prise wiH remit in its Sifting profitability 
Which in turn will lead to the exit of 
shareholders, thus putting pressure on 
ma na gers to m ana ge the ftnn effi ciently. 
This argument, however, to flawed because 
of its first level assumption of an efficient 
exit m echa ni s m in the product market. As 
most enterprises whose equity is being 
divested ire in a monopolistic market and 
alto protected by ail eons of entry barriers, 
customers are captive and cannot exercise 
an exit option, thereby limiting the role of 
share prices wan indicator of pe rfo r man ce. 
In fact, die efficiency gains associated with 
privatisation could as well be achieved by 
imposing a suitably tight budget constraint 
on public enterprises. Why then does the 
state not do this? 

This question gains significance because 
one could argue that establishing a hard (as 
opposed to a soft) budget constraint to more 
efficient as it avoids the transaction costs 
incurred in a privatisation policy such as the 
costs of valuation, floatation of shares, risk 
premium, etc. The possible answer to the 
above question is that with an enterprise in 
public hands, the Wale finds it incre a s i ng l y 
impossible to resist demands from 
managers and workers in public enterprises 
as well as by consumers for subsidisation 
or transfers from the budget to the public 
enterprise. . 

The response of the state is to reduce the 
pressure to subsidise by transferring the 
enterprise to private hands. By privatising 
the enterprises the wateto in effect insulating 
itadf from the pressure of interest groups 
and in the process not just divesting .equity 


but abo div e s ting Iwtf ftoua its 
tibftkyof gaging these on-prises to perform 
through improvud wgubtioa, Privatisation 
then, does not stem from the superiorit y o. 
private ovw public ownership in promotin 
efficiency but rathe r from the motivation o 
the state to gain sotne autonomy from interest 
group pressures. Again, reducing the scope 
for pressures on economic policy-making in 
an environment of competitive politics U 
way of constraining incumbent politicians 
from the pitfalls of the distributive politics 
which could result in their collective loss o 


power standing pany. In this case, however, 
the d el e gation of responsibility to handec 
over to the market. The current public policy 
coqjuaeture to one where agents such as 
technocrats are delegated to‘protect the 
larger collective interests of incumbent 
politicians in an era of competitive politics. 
The state is still in the process of coosolidalin 
its new role where it delegates responsibilit 
for economic policy-making to technocrats 
and attempts to insulate itself from interest 
group pressure. Budgetary policy and reforms 
are the outcome of this public policy 
conjuncture. 


Bargest. R Land M Stern (1992): Taxation sad 
Development'. Journal of Economic 
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This paper questions the feasibility of the targets indicated or implied, of fiscal deficit, and output and employment 
growth commenting generally on the social schemes proposed in the Union Budget, 1995-96. It also draws attention 
to the puzzle of falling savings and investment and rising output in recent years. 


Flacnl Deficit 

HE budget estimate of fiscal deficit for 
1995-96 ia Rs 57,634. crore or 5.5 per cent 
ofgroasdomestic product (GDP). Experience 
since 1992-93 shows that the actual deficit 
and the revised estimate of deficit have 
turned out to be higher than the corresponding 
udfet estimates. The actual deficit for 
1992-93 was 5.7 per cent against the budget 
estimate of 5 per cent, and for 1993-94 these 
figures wore respectively 7.7 per cent and 
4.3 per cent The actual deficit for 1994-95 
will be known later, but the revised and the 
Midget estimates for this year are 6.7 per cent 
and 6 per cent, respectively. 

If 5 J per cent of 1995-96 is assumed to 
increase proportionately, we get 6.3 percent, 
3.8 per cent and 6.3 per cent respectively 
on die basis of variance of actual deficit/ 
revised estimate from the budget estimates 
noticed in 1992-93.1993-94 and 1994-95. 
3a that basis, the actual deficit for 199596 
is likely to exceed the budgeted deficit, and 
may turn out to be between 6 and 7 per cent. 
When related to the estimated GDP of 
Rs 10,47,890 crore. the absolute value of 
fiscal deficit comes within the range of 
Rs 62,873 - Rs 73.852 crore against the 
budget of Rs 574>34 crore. 



What is die target of inflation for 199596? 
The figure talked about is of one digit, 8 per 
*Ut or so. Hscal deficit and inflation seem 
to be positively associated. In 1990-91. fiscal 
deficit as a percentage of GDP was 8.3 per 
cent and inflation 17 per cent. 1991-92 and 
1992-93 saw dacUaas both in fiscal deficit 
sad inflation - An former to 5,9 per cent and 
3.7 par cent, and foe latter to 13.6 per cent 
and 7 per cent, respectively. 1993-94 saw 
»toaeaaa fat both-fiscal deficit to 7.7 per 
°enl and inflation to lOlpercenL However, 
the 1994-95emdstica do not fit in** pattern, 
the reviaad estimate of fiscal deficit of 
7 per cent ia lower but raflabor at 11.5 
*r cent higher than in the previous year. 
The single digit inflation target for 
-995-96 la baaed on the estimate of fiscal 
fcfichef 15 percent, if the actual deficit 
•“"» ** trh» forth* as negated above. 
w '«ioa amy wall ran to double dig*. say. 

*0* 11 par owrt. Other consideration* el*o 


suggest higher inflation in 1995-9$. The 
Lok Sabha elections are due next year, and 
the government will be compelled to please 
various sections of the society to woo them, 
expecting their re c iprocity of votes in favour 
of the Congress Party. Thus, more 
expenditure for schemes and pro gr a mmes 
than budgeted for may. be incurred during 
the year. 

Second, foreign exchange reserves are 
expected to increase from thek present level 
of US S 20 billion, and with this money 
supply may also increase. As against this, 
there may operate counteracting forces 
pushing inflation downwards. In this 
connection it is suggested that the nosing 
of die ceiling of exemption of income from 
bank deposits, etc, from Rs 10,000 to 
Rs 13,000 per annum for income-tax would 
encourage savings and therefore would 
reduce consumption. This is, thus, an anti- 
inflationary-measure. 

Weconsider this point in three ways. Hist, 
at the prevailing income tax rates of 20 per 
cent. 30 per cent sod 40 pet cent in the three 
tax brackets, savings of tax out of additional 
Rs 3,000 by an individual would be only 
Rs 600, Rs 900 and Rs 1,200 per annum. 
The amounts affected are only small. Second, 
the ceiling of income-tax exemption has 
been raised from Rs 35,000 to Rs 404X10 
per annum, resulting in a tax saving on the 
additional Rs 5000 or Rs 1000. It is just 
possible that this amount may be spent as 
it may be saved. Third, the number of income 
tax payers which was already small has bow 
become smaller, following the raising of the 
ceiling. This number is too small to exert 
any noteworthy influence on prices. 

The 1995-96budget has proposed reliefs 
and extensive reductions ia excise and 
custom duties. This is expected to lower 
prices of the commodities and service s 
directly affected by the related proposals, 
and of the other co mm od it ie s anif services 
indirectly through their linkages. Rather 
cost and price redactions are e xpe cte d 
through improvements in efficiency oflocal 
industry ia the wake of competitive 
pressures generated by these measures, 
particularly by reduction in eastern duties. 
The revenue toss to gover n me te oe acc o u nt 
of these measures is ostianted n be about 
Rs 1.500 crore. 

We now consider the Inf la tion quaatieu 
from the mppty side. We begin wrth foe 
GDP growth target of 55 par cant for 


1995-96. This target is higher than foe 
growth ra tes a chieved la recent years. GDP 
growth in 1991-92 was 0.9 per cent sad in 
1992-93and 1993-94,4.3per cent each. The 
estim a ted GDP growth for 1994-93 it 5 J 
percent. Thus, the 1994-93 growth was aa 
lower beset of the pan yuan, but such a 
‘statistical advantage’ will not be available 
tol993-96.tr the 1994-95 has a higher bass 
of 5 J per cent. 

Second, even when we aanom that 
investment ia 1995-96would be lagfcer than 
expected, there will be a lag between 
.invratment and production. It is only later, 
not in 1995-96, foal the output of moat of 
these additional investments would 
materialise and be reflected ia the production 
data. 

Third, taxation and controls and 
regulations are positively aa m da te d adds 
black iacoase. Of late. tax rates hove boon 
reduced sad c on tr ol s eased or abandoned. 
It is. therefore, possible that a part of what 
was cariiar black income aad therefore not 
reported, is now being reported and, 
therefore, recorded to official statistics T\» 
the extent this is happening, the “reaT GDP 
growth will be lees than suggested by official 
statistics. 

Fourth, of Me savings aad iaw a uaiart 
relative to GDP show ■ decline - savings 
being 23.1 per cent in 1991-92,20 per end 
in 1992-93 aad 20.2 per cent in 1993-94, 
sod investment being 23.6 per cent, 22 par 
cent and 20.4 per cent ia these yams 
respectively. It is not dear whefoe r foie 
decline is real, or there is aomefoing antiaa 
m the awthodology of estimation. Tmspoiai 
is examined ia detail in Section V. fort If 
titisde dia e is real and savings and fovuata—t 
c ou Hbmc u be low, they wonid sorely 









Emptoymeat 

It The finance minister is evidently very 
? happy at the p erformance of the Indian 
economy on the criterion of job creation. In 
his 1995-96 budget speech, it is stated: “In* 

1991- 92, total employment grew by only 
about three million. In each of the two years 
thereafter, employment increased twice as 
fast, with about six million jobs added each 
year. The increase is expected to be even 
higher in 1994-95. The drawing room 
Cassandras, who predicted massive unem¬ 
ployment as a consequence of reforms have 
been conclusively proved wrong” (Para 3). 

These additions may be juxtaposed with 
GOP growth. As noted in Section 11. GDP 
growth in 1991-92 was 0.9 per can, and in 

1992- 93 and 1993-94,4J per cent each. We 
may ignore 1991*92 as it was a year of very 
low growth. The juxtaposition for the next 
two yean of 4.3 per cent GDP growth and 
six million additional jobs in each, shows, 
that I per cent GDP growth has created 1.40 
million additional jobs. * 

The budget speech docs not specify the 
number of additional jobs created or 
es tima t e d in 1994-95. It also does not give 
die number of jobs expected to be created 
in 1995-96. We may, however, apply the 
above correlation, I per cent GDP growth - 
1.40 million additional jobs, to 5.3 percent 
GDP growth estimated in 1994-95. and 


to 5.5 per cent GDP growth expectad in 

1995- 96. This sppticatimt gives the eatimnle 
of 7.4 million additional jobs created in 
1994-95. It also implies an estimate of 7.7 
million additional jobs hr 1995-96. How 
realistic is the 1995-96 figure? 

First, as noted above, the job estimates are 
based on the GDP growth estimates of the 
previous three years. If, as suggested above, 
GDP growth in 1995-96 turns out to be 5 
per cent, the additional jobs created would 
be only seven million. Second, if that growth 
is less labour-intensive than in the past, then 
also, the number will be less. 

Third, consider this question in the 
perspective of the Eighth Five-Year Plan. 
This plan expected an employment growth 
of about 4(M5 million for five years- 
1992-93 to 1996-97. The fir* two yews of the 
plan, 1992-93 and 1993-94, as noted above, 
have created 12 million additional jobs. 
Even if we assume optimistically that the 
number of additional jobs in the remaining 
three years - 1994-95, 1995-96 and 

1996- 97 - will be about 23 million, i c. 7.4, 
7.7 and eight million respectively, the 
achievement of 35 million will be 
considerably short of the target of 40-45 
million of the Eighth Plan. 

Fourth, of late employment growth in the 
Organised sector has been poor. Thus, for 
example, the total number of persons 
employed in the organised sectors - public 
and private - increased from 26.35 million 


’ ' if ; *.■**^-T r i' y? 

in 1990 to 26.73mMkmhi » 37.06 
atittioo in 1992 and to 27.22 milHon in 

1993-additions of 38 lakh, 33 iakh and 16 
lakh in these yean. Thus, almost HI of the 
additions to jobs in recent years have been 
in the unorganised rector. This trend is 
expected to continue in the near future. This 
is indeed s big challenge for the unorganised 
sector. Side by side, it should be noted here 
that the jobs in the unorganised sector are 
moatly low paying and arduous relative to 
the jobs in the organised sector. 



There is a massive thrust to social schemes 
which tun into over a dozen. The mqjor 
proposals include, in brief, (1) setting up of 
a new rural infrastructural fund (R* 2.000 
cron), (2) exclusive line of credit for credit 
needs of scheduled tribes (Rs400croreX (3) 
financing farm and non-farm activities of 
schedules cartes and tribes (Rs 100 crore) 
(these three schemes will be operated by 
co-operatives, regional rural banks, 
commercial banks, etc, and they will be 
refinanced by NABARD), (4) financing of 
khadi and village industry unite through the 
Khadi and Village Industries Comimsstanf 
Boards (Rs 1000 crore), (5) establishment 
of a technological development and 
modernisation fund in the SIDBI for 
financing the related needs of small industries 
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{Rs200crore), (6) ex tension of the National 
Equity Fund Scheme of S1DB! to all except 
metropolitan areas. (7) establishment of a 
new bank called North Eastern Development 
Bank (NEDS) to finance industrial and 
infrastructure projects in that region 
(authorised capital. Rs 500 crore), 
(8) provision for building 10 lakh dwelling 
units for the rural poor, (9) provision of a 
national minimum old age pension of Rs 75 
per month to people over 65 years of age 
who ate below the poverty line, (10) lump 
sum survivor benefit to poor households on 
the death of the primary bread winner of Rs 
5,000. (II) provision of assistance for pre¬ 
natal and post-natal maternity care to women 
belonging to poor households for the first 
two births, (12) a new Group Life Insurance 
Scheme of the LIC with a life cover of 
Rs 5000 for a premium of Rs 70 for poor 
households, (13) participation by central 
government in expansion of mid-day meals 
for school children. 

To quote from the budget speech: 'Taken 
as a whole, these new initiatives for funding 
agricultural infrastructure, promoting 
handlootns and khadi and village industries, 
'expanding rural housing and introducing 
social insurance will greatly strengthen the 
anti-poverty component of our strategy” 
(para 24). 

Four types of comments are called for on 
these schemes. First, under economic reforms 
so far, growth as an objective has come first. 
As per the budget speech: "Experience in 
our own country, as also from all over the 
world, shows that the surest anti-dote to 
poverty is rapid and broad-based growth" 
(Para 10). Has the growth since 1991 when 
accelerated reforms were initiated, been that 
rapid or (hat broad-based lo permit a massi ve 
thrust lo social schemes as proposed in the 
budget? Surely. GDP growth rates 0.9,4.3, 
4 3 and 5.3 percent of 1991-92. 1992-93. 
1993-94 and 1994-95 cannot be said to be 
that rapid or sustained to permit a big direct 
thrust of social schemes The budget speech 
is frank in conceding "that the fruits o< 
growth will take time to reach some of the 
poorest and the weakest sections of our 
society” (p 10). And later 'To ensure that 
they too derive benefit in the short run. we 
have given the highest priority... to social 
sector programmes” (para It)). Ii is thus 
fairly clear that these programmes do not 
have the sanction of the sequence of economic 
reform*. They maybe inspired by genuinely 
human considerations In addition it should 
• 1*0 be noted that the budget presenution 
*as sandwiched between the recenily 
concluded assembly election* m which the 
Congress Party has lost power in a number 
‘4 Mates. At such a time, the government 
has found it difficult to resist the temptation 
to expand arid stre ng th en the social schemes 
,0 woo the voter. 

Thud, for implementing these schemes, 
m some casts new funds and new institutions 


have to be set up (for 1 and 7) and in most 
others old funds, old schemes and old 
institutions have to be strengthened. 
Governments and institutions ha ve to recruit 
people and train them, franc roles and build 
convention* for implementation, spot out 
the viable projects, locate those who really 
need assistance, and so on. All this takes 
lime. It is. therefore, quite possible that the 
funds that will be actually spent on these 
schemes and the number of projects and 
people who benefit from assistance would 
turn out to be small iplative to what is 
stipulated in the budget. 

Fourth, or is it that the government is well 
aware, on the basis of the experience of the 
operation of such schemes, that in any case 
it will not be able to spend in 1995-96 all 
that is provided for in the budget? So, why 
not keep a large budget for such generally 
appealing schemes? 

V 

Savings-In vestment Pttzzie 

A more disturbing feature of the more 
recent period, referred to in passing in 
Section II. relates toadecline in savings and 
invesiment To recapitulate the statistics: 
gross domestic savings as a percentage of 
GDP (at current market prices) declined 
from 23.1 percent in 1991-92, to 20 per cent 
in 1992-93, but increased marginally lo 20.2 
per cent in 1993-94. Gross domestic 
investment as a percentage ofGDP (at current 
market prices) declined continuously in these 
years - from 23.6 per cent to 22 per cent 
to 20.4 per cent. As against this, GDP grew 
ai09percent in 1991-92 and at 4.3 per cent 
each in 1992-93 and 1993-94. 

For a poor country like India, this is a 
puzzling phenomenonHigh savings and 
high investment of 1991-92 gave low GDP 
growth in that year and low savings and low 
investment in 1992-93 and 1993-94 gave 
high GDP growth in these yeas. 

On this. Economic Survey, 1994-95 
suggests (he need for a review of the 
methodology for estimating savings and 
investment. As it puts it, “Since this decline 
is observed for a year in which GDP growth 
rate nses from 0.9 per cent to 4.3 per Jent 
and GDP growth from agriculture shows a 
sharp turnaround from minus 2.5 per cent 
io plus 5.3 per cent, there appear to he 
grounds for reviewing the methodology for 
estimating saving and capital formation in 
the economy" (page 3, para 6). 

This review should not be drat limited. As 
suggested in Section H.moreofbladtincome 
may now be reported than before, so that 
the absolute of value of GDP related to 
savings is higher than before, reducing the 
percentage of given or slow-increasing 
saving to GDP. Second, competitive 
pressures generated by tax reductions aed 
easing or abandoning of controls may have 
increased efficiency of Indian industry. 


making it poOs-tibie to get more output thm 
before from given investment s. A third 
possibility is that really a smaller proportion 
of income is actually saved than before, 
especially by those who have benefited from 
recent policies. There could also be other 
factors at work. 

Be that at it may, even if savings and 
investment have not really declined, but 
have remained within the region of 23-24 
per cent, they are low and should be a matter 
of serious concern. A number of countries 
which have experienced high rates of growth 
of 8-10 per cent in a sustained manner over 
medium and long runs have had their savings 
and investment between 30-40 per cent. 
However, there is precious little in (he 1995- 
96 budget to promote saving. 


It is suggested here that the fiscal deficit 
of 5.5 per cent of GDP and inflation of 8 
per cert ex pected in the 1995-96 budget are 
likely to be exceeded, and tint 5.5 percent 
GDP growth is likely to fall short m reality. 
It is difficult to estimate at this stage the 
variations thereor, but our guesses on the 
likely outcomes are; fiscal deficit 6-7 per 
cent, inflation 10-11 per centasKlGDPgrowth 
5 per ceot 

The budget docs not specify the number 
of additional jobs to be created in 1995-96. 
For 1992-93 and 1993-94 the first two yuan 
of the Eighth Five Year Plan, it gives the 
number of six million each. For 1994-95, 
ail it says is that the number is more than 
six million. Even if during the last three 
years of the wghth Plan 1994-95, 1995416 
and 1996-97.23 million additional jobs me 
created, the total for the plan will be 35 
million - considerably short - of the 
expectation of 40-45 million of the plan. 

As regards social schemes, the likely 
achievements in 1995-96 in terms of the 
funds spent and the number of h rarf ic ia ric* 
wilt be less than proposed in the budget. 

Finally, a general c o mment The budget 
must be seen in the context of past peActa 
and the future policy-intents of the 
government. The pest policies ere mhoeeeed 
under the label of e co nomi c ref or ms in tavort 
of liberalisation, and the gevenunetts laaeul 
is to pursue these poHcier in futon, he tint, 
context, the question is: Is the budget entipat 
track, and if so, udwt is its speed feeaetif 
ReJieft and extensive reductions ioearire 
and cu s tom duties paint lo the budget nmvhq| 
forwrad on tire track. On the ahwhsnd.kjgh 
fiscal deficit, substantial thrust of secM 
schemes, silence an reforms in the indueHM 


incentives for savings in the budget 
chut the forward movement tx coupi 
a lot of fedgue-Thus, while the h 
on trade, it also marks g* slow'-4 
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What Do the Reformers Have for Agriculture? 

AAokGaUti 

SkohubBUdt 

The Central Budget for 1995-96 has little to cheer those who seek to bring about major changes either in the marketing 
arrangements or institutional structures for pricing and distribution in Indian agriculture. The measures to establish 
a 'Rural Infrastructural Development Fund' to quicken the pace of completion of infrastructure projects in rural sector 
are important steps as are the measures to increase the coverage under 'Indira Anar Yojana’. However, as in the 
case of many of the well Mentioned schemes, lack of appropriate complementary institutional mechanisms to operate 
such schemes may prove to be the pitfall of these new schemes also. Failure to address the reforms needed in agriculture 
may indeed become the drag on the overall reform process. 


CHINA ushered in reforms first in agriculture 
and then earned it through industry and 
trade. K created mass support as well as a 
wide base for the demand of industrial 
products, thereby making the growth process 
sustainable. India is following exactly an 
opposite strategy. Four years of reforms are 
nearing completion, and yet the reformers 
have not announced any agenda for reforms 
tn the agricultural and rural sector, which 
employs country’s lwo- thirds of labour force 
and supports three-fourths of population. 
The key reformers shy away from this sector 
simply by saying that it is a state subject 
No wonder, therefore, the reforms in India 
so far have been termed as pro-rich, pro 
middle class and pro-urban elites. The jolts 
that state assembly elections gave to Congress 
Party created an atmosphere whereby 
everyone expected that the budget of 
1995-96 would be a populist budget, a pro- 
poor, or pro-rural and pro-agnculture. But 
is it so? The present paper makes a modest 
attempt to examine the likely implications 
of the central budget of 1995-96 on rural 
economy in general and agriculture in 
particular. The approach adopted is in terms 
of looking at how the various provisions in 
theWlget would affect the agricultural sertor 
in terms of its key concemsWxJay. The key 
issues that we have short-listed for discussion 
in this paper toe: (I) the issue of declining/ 
stagnatinginvestmentson the farm. (2)nsmg 
hill of subsidies: |3) providing a protective 
cover to rural poor through off-farm 
employment and other sc hemes; (4) how far 
agricultural price policy is fuelling inflation 
The Central Budget of 1995-96 is examined 
in the light of these issues, which form the 
subject matter of Sections 1 to IV. followed 
by section V which contains Ihe concluding 

remarfca. 

1 

Decfiritaf/Stagnating 
Farm Investments 

By now, severs! researchers have expres¬ 
sed serious concern regarding declining 
public sector investment in agriculture 
during the 1980s (Rath 1989. Gulati and 


Bhide 1993; Rao 1994; Rao and Gulati 
1994].' The latter half of the I980i expe¬ 
rienced lower average fixed capital forma¬ 
tion in constant prices than the first half of 
the 1980s. The decline in the level of in¬ 
vestment began in 1983-84 and continued 
at low levels up to 1986-87. In 1987-88. this 
level of investment rose close to the level 
of 1980-81 (Table 1). 

The Finance Minister also pointed out in 
his budget speech that “inadequacy of public 
investment in agriculture is today a matter 
of general concern. This is an area which 
is the responsibility of the states, but many 
stales have neglected investment in 
infrastructure for agriculture. There are 
many rural infrastructure projects, which 
have been started but are lying incomplete 
for want of resources” (Government of 
India 1995.7J. 

What docs the budget contain in this 
regard ’The budge! raises the allocation for 
irrigation and flood control from Rs 231 
crore in 1994-95 (revised estimate) to 
Rs 288 crore in 1995-96. i e. by about 21.6 
per cent. This is much higher a raic than 
the rale of increase in the allocation for 
agriculture as such which has gone up only 
by 5.9 per cent in nominal terms, i e, from 
Rs 2.853 crore in 1994-95 (revised esti¬ 
mate) to Rs 3.022 crore in 1995-96. ; In real 
terms it in fact implies a fall in (he allo¬ 
cation for agriculture. But still these allo¬ 
cations are much short of what this sector 
really needs. For example, in irrigation 
alone there are estimates that the projects 
which have been taken up by the govern¬ 
ment would take 28 years for completion 
if the allocations for this sector remain at 
the present levels. Obviously, this calls for 
a more fundamental change in strategy to 
raise resources and accelerate the pace of 
capital formation in this sector. Two pos¬ 
sible options worth mentioning in this 
respect are: (.a) target and downsize the 
subsidies on agricultural inputs and food, 
and plough hack the resources so generated 
to agricultural sector as investments in 
irrigation and other infrastructural activ¬ 
ities: (b) sell off the public sector enter¬ 
prises (owned by the states and die centre) 


to partially finance the resources for ag- 
ricultural investments The present budget t 
has not been bold enough to use any of f 
these options. However, the budget does f. 
tinker marginally on this issue of agricul- $ 
tural investment by providing for channel- jr 
ling bank funds to complete the medium j- 
and minor irrigation projects through % 
NABARD. The finance minister has stated Jp 
in the budget that the fund called. “Rural £ 
Infrastructural Development Fund", is be- J| 
ing set up to encourage quicker completion w 
of projects in rural infrastructure and it win 
provide loans to stale governments and state- if 
owned corporations for completing ongoing Jr 
projects relating to medium and minor ir- & 
rigation. soil conservation, watershed man- if? 
agement and other forms of rural infrastroc- * 
lure. "The loans will he on a project-specific 
basis with repay mem and interest guarao- 
teed by the concerned state gover nmen t”. 
Resources for the ' nd are io come from 
commerci:' banks. It is expected to create 
a corpus ot about Rs 2.000 crore for the ft 1 ! 
fund It is not clear how much additional jf~‘ 
irrigation potential would be realised with w, 
this credit. To the extent the new fond wiU W* 
quicken the pace of new investment J 
programmes in tin: public sector, it is a 1 
positive development for agriculture. But f 
the major issue is how the repayment ta 1 
banks would be made. When most of the | 
stales arc charging pitiably low water axe \ 
from surface irrigation works, which today j 
does not cover even their opera ti on mb | 
maimenanceeosJs, the revenire receipts from * 
such projects are likaly to be for short of 1 
interest and principal repayments that (he ; 
present scheme envisages. There is a strong 
possibility that this scheme, like the SmB / 
Farmers’ Agri-Business Consortium in* ' ' 
nounced earlier by the FM, may not ate- ' 
off at till. While the conditions attached m ‘ 
the loans may make foe banks’ positio n \ 
fairly safe, for the states to take such tows * 
would require careful thought, tn otter so V 
make such schemes cuccnscfM. * imamlial ; 
to realise this the water sector in infoa it /, 
crying for fun da ment al reforms in the tmu- 
rational set wp. where foeh rit o tion m a nage ¬ 
ment is turnod from lops down structures t#^’ 
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■| bottoms up. In otber words, involvement of Whst hss the central budget done this 

| £ the user groups fat opera tio n sad mstnte- year to influence the various factors 
f l nance of these irrigation schemes as well as sffectingprivsteinvestment in agriculture? 
,i ’■'I' becoming co-ownen are two essential steps There have been reductions in tariff and 
M- in this direction. These reforms have already excise rates for manufactured goods, which 
been by an expert committee of in fact are the hallmarks of the present 

the gover nm ent of India [Government of budget The peak tariff rate has decreased 
India 1992] headed by Vakfyanathan, and from 65 per cent to SO per cent. On the 


by several other researchers to see that these 
irrigation works change their character fronp 
being merely engineering structures to more 
of sodo-economic projects where the user 
groups have much more say in decision¬ 
making than what they hkvetoday [Maloney 
and Raju 1994; Gulati, Svendsen and 
Roychaudbury 1994], It is our opinion that 
unless such bold steps are taken, piecemeal 
efforts will not be of much use to Indian 
agriculture. 

The 1995-96 Budget also proposes to stress 
diversification ofagriculture particularly into 
horticultural products. Besides noting the 
importance of co-operative credit, extension 
support, marketing and processing, the 
budget specifies that over 38,000 hectares 
of crop area would be brought under drip 
irrigation. 40.000 hectares are expected to 
be covered under intensive fish fanning. 

4 There are good beginnings but cannot be 
expected to provide any major thrust to 
Indian agriculture at this stage. 

As the prospects for significant increases 
in public investment in agriculture appear 
less certain, it is the other factors which we 
must focus on. In fact the trends in gross 
capital formation show that private GCF 
increased faster than public sector GCF in 
the second half of the 1980s. In any case, 
the importance of raising capita) formation 
in agriculture and that too in the private 
sector cannot be underrated. The changes in 
economic policies which have occurred in 
the last four years, affecting the various 
augments of the economy have implications 
to private investment in agriculture. The 
terms of trade is one such factor which 
derives its importance from my theory of 
investment The terms of trpde which signifies 
either a change ii) profitability within the 
sector or a change in profitability of one 
sector relative to the others is sensitive to 
changes in relative price of agriculture. A 
shift m favour of agriculture would imply 
that fanners would begin to increase the 
level of inv es t m ent in machinery and land 
improvement There may also be an improve¬ 
ment in returns to agriculture because of 
rihsngrt in t echnolo gy for production and 
pro cessin g, rhstigw in output mix and re¬ 
duction hi market uncert ain ties. Under a 
scenario of technological change, even 
declining bart er s em is of trade for agriculture 
can lend to jneremee in p ro fita b il ity due to 
. , augmentation in yields, which compensates 
more than the fall m terms oftradb/liic terms ’ 
b 1 idf trade, therefore, captures only one aspect 
y. ;THf changes in profitability of agriculture. 



average, import tariff rates have decreased 
by 4.S per cent. This implies that the level 
of protection available to industry has 
decreased and there is greater competition 
now to domestic producers from the 
international suppliers. There is also a 
reduction in excise rates on the manufactured 
products-to partly offset the loss of 
protection due to tariff rate reduction and 
partly to stimulate demand. In view of the 
various changes introduced in the last four 
yean, it is expected that competition among 
domestic producers would lead to gains in 
productivity and competition from abroad 
would hold the price line. The excise cuts 
and tariff rate reductions indicate lower prices 
for manufactured products as compared to 
the case of no such cuts. For agriculture, this 
may imply an improvement in terms of trade 
as pressures on manufactured prices would 
be towards moderation. In an earlier study 
by the authors [Gulati and Bhide 1993], it 
is estimated that a 10 per cent improvement 
in terms of trade in favour of agriculture 
would raise the shareof agriculture in private 
investment (GFCF) by 9.6 per cent.’ 
Therefore, the impact of the budget measures 
is likely to be to turn the batter terms of trade 
in favour of agriculture with a positive impact 
on private investment in apiculture. 

lids should be true for agriculture as a 
whole. But there are several such measures 
relating to custom and exciso duty 
concessions which may have direct impact 
on certain allied sectors of agriculture. For 
example, reduction in the import duty on 
grand poultry stock from 30 to 25 per cent, 
and on drugs used in feed-mix for poultry 
from 65 to 15 per cent can provide a fillip 
to poultry 'sector. Similarly, reduction in 
impon duty on vaccines, flavour feed mix 
and p rep a ra tions for prawn processing from 
65 to 15 per cent would help boost the 
fishery sector. Reduction in excite duty on 
piastJcs from 30 to 25 per cent may help the 
floriculture lector. 

All these points enunciated Ibovc may 
help the agricultural sector directly or 
indirectly, but not very substantially. These 
measures ody point that the steps are in the 
right direction, but they are too Httie steps 
and cannot take the agricultural sector too 
far. If India wants to have say 4 per cent 
rale of growth in agriculture, and address 
the problems of poverty sad unemployment, 
a much bolder strategy is required for raising 
the rates of capital form a t i on in agriculture 
than what is contained in the Budget of 
1995-96. 



While the issue of subsidies in agricultu 
is a much wider one, and is atlempte 
elsewhere by Gulati and Sharmaf 1995), thi 
paper concentrates on two subsidies thi 
appear in the central budget and are relute 
to agriculture directly or indirectly. Over til 
last five years, these two subsidies have bee 
more or less contained ah percentage l 
GDP. In fact there hat been a margipall 
declining trend in the food and fertilist 
subsidies combined as a percentage to GDI 
Although food subsidy has increased as 
percentage to GDP over the last five year 
fertiliser subsidy has demonstrated 
noticeable decline. But in absolute term 
both have gone up (Table 2). Th 
disappointing aspect, however, is that til 
reforms have fallen much short c 
expectations that were aroused in the initii 
years for restructuring all subsidies. May fa 
these being “politically sensitive” items, th 
key reformers have shied away from lakir 
any bold decisions. 


Taslb I: Gross Fixed Cxmtal FOsmatkjn 
w Aomcultuu 

(/ft erttrt in 1980-91 price: 


Year 

Public 

Private 

Total 

1961 

559.7 

10253 

1585 

1962 

598.2 

1066.8 

1665 

1963 

677.5 

1126.5 

1804 

1964 

702.9 

1236.1 

1939 

1965 

756.0 

1347.0 

2103 

1966 

780.7 

1477.3 

2258 

1967 

686.2 

1626.8 

2313 

1968 

685.6 

1894.4 

2580 

1969 

735.9 

1822.1 

2558 

1970 

743.4 

2010.8 

2754 

1971 

7510 

1874.0 

2625 

1972 

805.3 

1961.7 

2767 

1973 

969.2 

1968.8 

2938 

1974 

898.3 

2003.7 

2902 

1975 

836.8 

1872.2 

2709 

1976 

901.8 

2033.2 

2935 

1977 

1179.9 

2466.1 

3646 

1978 

1410.1 

2333.9 

3744 

1979 

1373.5 

2872,5 

4246 

1910 

1508.7 

2931.3 

4440 

1981 

1758.6 

2778.4 

4537 

1982 

1671.4 

2674.6 

4346 

1983 

1625.1 

2783.9 

4409 

1914 

181IJ 

2782.2 

15*4 

1985 

IJ77.8 

2709.2 

4287 

1986 

1428.8 

2639.2 

4008 

1987 

1394.9 

2443.1 

3798 

1981 

1397.1 

28219 

4219 

1989 

133743 

29200 

4257 

1990 

It 49 3 

3I08.S 

4238 


N<*er. (A)Derivarioaba* Mfo*s:(l)GPCF> 
Agricatare is ghaa la Natimaf Actamo 
JfcrtMc*. various issues, (2)<JPCFtaWii 
SsctreatOPCPA g ri ci ilnaei O nMt Capita 
Panaatloa ta Agricattam), OCT 
Agricafcam by Pabtic Sector (3) OPC. 
Private > GFCF Total - OPCF "PaMk 
(B) Yatr mi ssfon m 198041, me. 
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The food w b wdtee include subsidies on 
overeroe ro opre at k m sinfoodgnrinsandon 
»DS operations in sugar. The revised 
sstimates for 1994-95 increased by Rs 1,100 
_-rore over the budget estimate of Rs 4.000 
.Tore. The increase is said to be on account 
jf the time lag in the revision of issue prices 
of foodgrains, clearance of arrears of earlier 
yean and subsidy in respect of imported 
sugar released through PDS. For 1995-96, 
ijie budget provides for Rs 3,250 crore, only 
ks 150 crore higher than the RE for 1994- 
5. This implies that either there will be no 
major increase in procurement price of 
foodgrains. or issue prices would be raised 
to match the increase in procurement price. 
The subsidy estimate has been made 
assuming a subsidy rate of Rs 171.20 per 
.uintai for wheat and Rs 137.90 per quintal 
of rice. The subsidy works out to 30 per cent 
of economic cost of operations of FCI for 
wheat and 19 per cent for rice. The 
calculations also assume a procurement of 
24 million tonnes of ricc.and wheat, and an 
offtake of 20 million tonnes. The offtake 
consists of issues through (a) PDS. 
(b) revamped PDg/Integratcd Tribal 
Development Projects and (c) for rural 
employment programme and other relief 
schemes. The budget envisages coverage 
of 2,443 blocks under RPDS during the 
year, or an addition of 665 blocks to the 
number of 1.778 covered last year. In the 
RPDS blocks, issue prices have remained 
Rs 50 per quintal lower than in other PDS 
areas. 

The budget does not say explicitly whether 

the PDS coverage in areas other than the 
backward blocks covered under RPDS would 
decline. The budget does talk about schemes 
to use the burgeoning foodgratn stocks with 
the govch u ncn t : mid-day meals to school 
children. The restructuring of PDS. thus, 
does not seem to be on the open agenda this 
year. We should, however, take notice of an 
important trend in the PDS offtake. Since 
1991, the offtake including quantities 
released under Food for Work Programme, 
has declined steadily up to 1994 The sleep 
increase in the issue prices during 1994 
brought the central issue prices of wheat and 
nee closer to their market levels" leading to 
an unusual decline in the offtake to 14 million 
tonnes in 1994 compared to 20.K million 
tonnes in 1991. Simultaneously. Food 
Corporation of India is saddled with stocks 
of more than 30 million tonnes as in April 
1995 against a desirable stock level of 14.5 

million WM»«(Tal)le3). This perhaps speaks 

of two things: one, if one can read between 
<he tinea.raisingCIPto keep the food subsidy 
bill within reasonable limits makes the 
nrmml PDS (Ml RPDS) almost defunct, 

^hidreanbe used aa an argument to withdraw 

*t at a talar stage. K this is being done as 
a catculMqd move, perhaps one can term it 

«waUcitjpt»ward* targeting on area bail* 


aa the only functioning co m ponent would 
be RPDS. which caters to backward and 
poor blocks and where the issue price is 
lower than in the non-RPDS Mocks. If this 
is so, it is better for the go v ernment to come 
out openly with its policy rod have the 
courage to announce the withdrawal of the 
untargeted PDS, which is rampant with 
leakages as high as one-third of the allocations 
(Ahluwalia 1990], and fails to serve the poor 
to an extent that is desirable [Howes and Jha 
1992]. Secondly, it also speaks of the huge 
economic inefficiency in FCTs operations 
that can keep stocks much In excess of the 
norms suggested by the Expert Committees 
on Buffer Stocks, entailing high costs on the 
nation. This also indicates the need for 
granting greater autonomy to FCI than has 
been the case so far. if it is to run as a 
commercial organisation. 

In any case, it would be important to 
assess the functioning of RPDS so that the 
targeting is appropriate, and the effectiveness 
of food subsidy can be raised. There is no 
such thing in the present budget. It may be 
worth mentioning here that oneof the possible 
ways lo increase the transparency in the 
system and make it more effective is to 
involve ihe user groups. The people for 
whom this RPDS is designed should have 
their due representation in the monitoring 
bodies at the block levels. This can be 
achieved by co-managing the distribution of 
grains through block level Panchayati Raj 
institutions. Unless this type of an 
institutional reform accompanies thechanges 
in allocation, the effectiveness of resources 
distributed will remain much below the • 
desirable, levels. 

Fertiliser subsidies in 1994-95 revised 
estimates turned out to be Rs 5,166 crore. 
exceeding the budgeted esumate of Rs 4.000 
crore by 29 per cent. In 1995-96, the subsidies 
on fertilisers are budgeted at Rs 5,400 crore 
with the increase coming for imported 
fertilisers. 

The subsidy provisions suggest that no 
lurthcr changes in urea prices or in the 
ad hoc per tonne subsidy of Rs 1,000 for 
DAP and MOP are envisaged. This is a half¬ 
way travel on reforms in this sector. It is well 
known that the widened gap in the prices 
of nitrogenous and other fertilisers during 
the last two years has led to greater imbalances 
in nutrient usage (Table 4). 

The year 1994-95 saw increase in fertiliser 
consumption after a gap of three year* during 
which period the consumption stagnat e d at 
about 12.5 million tonnes of nutrients. The 
consumption of phosphate (P) and Potash 
(K) is, however, lower than the levels 
achieved in 1991-91 Only in the case of 
nitrogen (N). consumption in 1994-95 is 
estimated to be 9.9 million tonnes as 
compared to 8 treilkm tonnes in 1991-92. 
The ratio of N: P: K which was 10.8:1.3:1 
in 1955-56 and 5.9-.14;! in 1991-92 has 


gone back to 9.3:31): I in 1993-94 and tilted 
further in favour of nitrogen in 1994-95. The 
ideal avenge mix for the country is said to 
be 4:2:1. This emerging imbalance hat a 
stow but sore impact on the productivity of 
crops, which the nation can ill afford. There 
is an urgent need to transmit correct pricing 
signals to this sector. A complete silence 
on this subject in the budget of 1995-% 
is the single most glaring failure of the 
budget with respect to reforms in this critical 
sector. 

Table 2: Fooo and Fumuua Sunnc m 
Centkal Budget 

(Kx crore) 


Year 

Food 

Subsidy 

Fertiliser 

Subsidy 

Total 

1990-91 

2450 

4389 

6819 

1991-92 

2850 

4800 

7650 

1992-93 

2800 

5796 

*596 

1993-94 

5200 

4400 

9600 

1994-95RE 

5100 

5697 

10797 

I995-96BE 

5250 

5900 

11050 

As percentage of GDP at marker prices 


1990-91 

0.46 

0.82 

1.28 

1991-92 

0.46 

0.78 

1.24 

1992-93 

0.40 

0.82 

IJ22 

1993-94 

066 

056 

1.22 

1994-95 

0.56 

0.63 

1.19 

1995-96 

0 50 

0.57 

107 


Source: EamomiL Survey. 1994-95. Government 
ot India. The GOP * marker pnee n 
calculated for 1995-96using a growA Of 
15 per ceru over the previous year. 


Table 3: PDS Offtake of Wheat and Rjgb 
and The* Stocks with r r vniAL Gcvbbnwnt 

(Uu formal 


Year 

PDS Offtake 

FoodgmaSMCks 
(January 1) 

1991 

20.8 

17.9 

1992 (P) 

18.8 

13.9 

1993(P) 

164 

11.8 

1994 (P) 

14.1 

22.0 

1995 (P) 

- 

303 


Source : Economic Survey. 1994-95. 
ot India. IP * Provisional]. 


Table 4: Ehhkbng Nutwent Ihbai mrmt 
(Ratios of N. P rod K in conumroriau) 


Desirable Robot*!) 

4.0 

20 

to 

Actual Ratio* for 




1 1) Pro Reform Period 




1990-91 

60 

2.4 

iO 

(2) Reform Period 




1991-92 

5.9 

14 

to 

1992-93 

95 

35 

to 

1993-94 

9 A 

W 

to 

1994-95 <•» 

90 

U 

to 


Horn: *1: from Economic Surrey. 1994-95, 
OovenMMMotWiw 

gjroaia groauaar Surrey. 1994-95. 


Mav 6-13. 1995 



One may ask at this stage: who benefits 
from these fertiliser subsidies, particularly 
on urea and why the reformers have shied 
away from taking the bull by the horn? 
What are the possible ways to dismantle 
controls and Retention Price Scheme in the 
urea segment of fertilisers such that greater 
transparency in the cost of production can 
be brought about. Our analysis in this 
field reveals that at present both the 
fanners and the fertiliser industry are 
gaining from this RPS and controlled 
farm gate prices. Farmers are paying less 
than what they would have to pay under 
a free trade scenario, and that quite a 
substantial part of urea industry has its 
retention prices much above the free trade 
prices. Although the international markets 
of urea are quite sensitive to the bulk 
demand from China and therefore show 
wide fluctuations, yet the long-term 
forecasts by the international agencies is 
that the urea price will cost about US$150/ 
tonne at 1990 constant dollars. If one adds 
to this the internal transport costs, etc, it 
would not be very much out of line to 
assume that the free trade decontrolled 
farmgate price may settle somewhere at Rs 
5.500 per tonne. If this is done in one go. 
the supply curve of urea industry reveals 
that about half of the existing urea 
production is likely to become econo¬ 
mically unviable.^ About two-thirds of the 
32-odd urea plants in the country will 
have' tough time as their existing retention 
prices are above this cut-off price. This 
clearly indicates that the existing system^ 
of RPS heavily protects the domestic* 
industry from foreign competition, and 
allows higher costs. On the other hand, the 
fanner also is paying at present much 
lower price (Rs 3,32(Ytonnc) compared to 
what he would be paying (say Rs 5.500/ 
tonne) under free trade scenario. Thus, he 
too is being subsidised in this sense. One 
shot ‘adjustment in this sector, without 
providing any reasonable protective cover 
to fanners and urea industry, therefore, 
can be too strong a blow for any political 
party to remain in power. Thus, one must 
think of an operational strategy that 
could enable the transition somewhat 
less painful. The budget maintains 
silence in this regard. One could think of 
a flat rate subsidy to farmers of say 
Rs 1,500/tonne of urea while providing 
a one time capital subsidy to plants on 
the higher part of the cost curve. This 
can help (he nation to move from a 
controlled and non-transparent system 
of fertiliser pricing to market based 
and more transparent system. This 
would induce the urea producers to 
think of ways and means to minimise 
their costs through innovative ideas 
and better utilisation of the existing 
infrastructure. 


m 

Rural Development 
and Welfare Schemes 

The 1995-96 Budget had been termed 
‘populist’ even before it was unveiled. Any 
assistance for rural areas, whether for 
developmental activities or to extend a 
safety net through welfare schemes, is 
generally considered as "populist” by the 
urban intelligentsia. The finance minister in 
his budget speech stressed the need to take 
care of the weaker sections. He said, “to 
ensure that they too derive benefits in the 
shori run, we have given the highest priority 
to strengthening programmes of rural 
development, employment generation, 
primary education, primary health and other 
key social sector programmes." The budget 
provides Rs 6,540 crore for Rural 
Development as against the revised estimate 
of Rs 5,637 crore in 1994-95, marking an 
increase of about 14.4 per cent. However, 
it is worth noting that in 1994-95 the revised 
estimate under this head was lower than the 
budget estimate of Rs 6,036 crore for the 
same year. Of the several programmes in this 
category we draw attention to at least two. 
which we feel arc very positive steps to 
better the living conditions in the rural areas. 
One scheme relates to rural housing under 
the Indira A was Yojana which intends to 
build one million dwelling units this year 
primarily for Scheduled Castes, Scheduled 
Tribes and freed bonded labourers. This is 
a significant increase overthe four lakh units 
provided in 1994-95. These units arc 
provided on subsidised basis to the target 
population. The Indira Awas Yojana under 
which the housing scheme for the poor is 
implemented gets funds under Jawahar 
Rozgar Yojana, the total allocation for which 
is Rs 3.862 crore in 1995-96. The second 
scheme is Accelerated Rural Water Supply 
Programme, which plans to cover 73.000 
habitations by March 1996, and envisages 
an expenditure of Rs 1.110 crore. The 
enhanced target and expenditure provisions 
for these two schemes in the budget are 
important for the likely impact these 
schemes would have for (he poor. While 
implications to agriculture are likely to be 
only indirect via the effects on labour 
productivity, the schemes at» far-reaching 
in terms of promoting improved quality of 
life for the beneficiaries. We should note, 
however, that the increased allocation to 
housing for the poor appears to be at the 
cost of other programmes under JRY as the 
total allocation for JRY has not seen 
commensurate increase. 

The centra) budget has also talked about 
several welfare schemes like providing for 
a national minimum old age pension of 
Bs 75 per month to people above 65 years 
of age who are below the poverty line, 
lump sum survivor benefits of Rs 5,000 to 


poor households on the death of the prin 
bread-earner, etc. These schemes are n 
in the nature of welfare measures 
may be termed by many as “populist”, 
they can prove to be the beginnin 
extending an effective safety cove 
implemented properly. Itisworthpoin 
out that the virtues of deccntralisatio 
the identification, implementation 
monitoring of the schemes down to 
panchayat level can go a long way tow; 
converting these schemes from “popul 
measures to “productive" programme 

IV 

Inflation and Agriculture 

* There is a.significant view that theinfla 
of the 1990s is due to the successive h 
in the procurement prices of foodgrains $ 
1991 and then again due to the hike 
Central Issue Price* of foodgrains. 
procurement price increase can be justi 
as either a measure to "correct' 1 the le 
of trade (rends to turn (hem in favou 
agriculture or as a measure to bring 
domestic prices of major agriculu 
products in line with the international pr 
as a prelude to further reforms in agricult 
markets. The rise in foodgratn prii 
following procurement price hike can I 
to a chain of effects which bring abou 
increase in the overall inflation rate. 
should note that besides the procured 
price increase, there were also substar 
increases in the prices of “fuels" group 
increases incomntodiiy prices such ascot 
and coffee, quite unrelated to procured 
prices. 
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Fixity, the increase in overall monetary 
ressuret tyera not brought about by 
rieuttura) price* but by the rapid rise in 
xrtgn exchange reserves as a result of 
beralitation of the foreign exchange regime 
f the country. ’ 

In the present budget, the tariff cuts and 
xcise cuts, though moderate, will help in 
detaining the price rise of manufactured 
ommodities to some extent. But the price 
Nicies for agriculture are yetto be known, 
owever. It appears that given more than 
omfortable stodcs of foodgrains with PCI, 
hanccs of significant increases in the 
rocuremerit prices of wheat and ncc are 
cry remote. One can only guess at this stage 
lat the agricultural prices would remain 
-ith in reasonable control as the budget does 
M envisage any substantial cuts in food and 
;rtili*er subsidies. Also it is clear that the 
ade route would be used more aggressively 
i moderate agricultural prices as is 
emonstrateefby the opening up of imports 
t edible oils under the OGl. at 30 per cent 
upon duty. Pulses and sugar are also 
laced under OGL at zero import duty 
'he comfortable foreign exchange re- 
erves position has stregihened the import 
ption. But it is still not clear whether these 
re long-term changes in the trade policy 
r just temporary fire-fighting operations, 
f these are calculated moves ot trade 
olicy, this would go a long way to rationa- 
se the cropping patterns on the lines of 
dative global prices of agricultural pro- 
ucts and thus help in integrating the 
omestic agricultural sector to the world 
griculture. 

V 

Concluding Remarks 

The above discussion reveals that the 
entral budget has paid only a lip-service 

> Indian agriculture. It has tailed to take 
ny significant steps with respect to the 
tajor issues bothering Indian agriculture 
ich as doclining/stagnating investments 

> this sector since 1980s. downsizing the 
ibsidy bill and diverting the resources 

• wards capital formation, building 
ttraitructure in the rural areas, etc 
■though there are some steps taken m the 
gin direction, but they arc not going to 
ake any significant changes in existing 
tncultural scene. Should one take it that 
mtral budget I* not a place to look for 
‘y fundamental changes relating to the 
tricultural sector? That would be simply 
tying away from one’s responsibility to 
therm reforms in this large sector It must 
: realised that if agriculture has to provide 
momentum to the overall growth of the 
"mtry, at aHo provide s mass support to 

* reform* being carried out. it is high 
roe that the re fo rmers sit down with the 
tief mini tiers of variou* state* and chalk 

I 


out a detailed agenda for reforms in this 
sector. This may prove to be the highlight 
of this year’s exercise in reforms. Without 
such a directional move, Indian reforms 
will always be branded at pro-rich, and 
pro-urban middle class. 

Notea 

[The views expressed in this paper are those 
of the authors and are not necessarily those 
of the organisation to which die authors belong.] 

1 Alagh (1994), how ever, argues that the trend 
in private fixed capital formation are 
disquietening as the growth in net fixed 
capital stock in public sector is similar to 
that of overall growth in NFCS. He points 
to the slow growth of irrigation facilities in 
the 1980s and serious constraints in rural 
credit as the major factors in slowing down 
private sector investment. There are no 
figures on fixed capital formation for public 
sector in agriculture, separately. Prom the 
overall level of fixed capital formation and 
gross capital formation, if we derive a ratio 
of the two and apply it to public sector, we 
can construct a series for fixed capital 
formation for public sector in agriculture. 
Interestingly. this procedure shows that real 
public sector investment in agriculture has 
declined whereas there is an increase in 
private fixed capital formation. Alagh also 
points out lhal average annual increase in 
plan outlay for 1980-85 was R* 5.226 crore 
and in 1985-86. Rs 7.292 crorc in current 
prices. This implies an annual growth to 
slightly over 7 per cent or hardly any growth 
in real terms. On (his basis, increase 
suggested by the figures on net fixed capital 
siock for public sector appears to be on the 
higher side 

In this context, it may be worth noting 
dial (he public sector GCF i ncludet primarily 
investments in major and medium irrigation 
schemes. The CSO's data on this item does 
not include investments in rural 
electrification, rural roads, etc. which, from 
an economist's point of view, must be 
included as parts of GCF. But that remains 
a limitation in (he present set of data released 
by CSO. 

2 It may. however, be noted that the revised 
estimate (RE) of 1994-95 for agriculture 
was higher (Rs 2.853 crore) than its 
budgeted estimate (BE) (Rs 2.637 crore). 
On the other hand, the RE for irrigation 
and flood control (Rs 233 crore) wai lower 
than its BE (Rs 261 crore). 

3 The estimated equation was as follows: 

Ln (PV1NVA) * -1.7787-1001 l8*Ln (GDPAhg) 

(0.14) 

♦ 0 96)2»l4i (TTUg) 

(1.95) 

+ 0 05I6*T - O.Q537*T*Dl 
(5.18) (4 89) 

Rho for first order autocorrelation a -0.07 
R stp>»re * 0.88 • 

Method » Ordinary Least S q u w w 
Data period » 1965-66 to 1989-90 
where. Ln is the natural logarithm operator. 


PVINVA is the share of private GFCF m 
total GFCF in agriculture, GDPAlag is the 
ratio of GDP from agriculture to lota) GDP 
In real terms, lagged by one year. TTlag is 
the ratio of a 3-year moving average of WPI • 
of agricultural products to s similar moving 
average for overall WPI. both lagged by one 
yean T is a trend variable and Dl it a 
dummy variable with value equal to I for 
yean from 1980-81 onwards and zero 
otherwise. 

4 An excess of IS million tonne* of grains 
with PCI valued at its economic cost of 
about Rs 5,700 per tonne implies a lock 
up of Rs 8,500 crore. which is floating in 
the market and creating undue inflationary 
pressures. Obviously, no commercial 
organisation can afford to keep such an 
excretive stock other than a paranatal. And 
it is lack of decision taking flexibility that 
makes such parastatak permanently sick, 
although they are supposed to function a* 
commercial organisations as per their 
Charter. 
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Social Expenditures in the Union Budget: 1991-96 


S Gabon 


Given the current emphasis on the centre's social sector expenditure, it is important to analyse such expenditure 
in terms of its dimensions, trends and composition. This paper attempts such an analysis, with data from the last six 
budgets, giving particular attention to so-called social expenditure of significance io the poor. Further, it explores 
the available options for making such expenditure more cost-effective and purposeful. 


EVER since the new economic policies were 
initiated in India in 1991 their possible impact 
on the poor has received sustained attention 
in academic writings as welt as due 
recognition in official documents. It has 
been generally realised that economic 
adjustment could adversely affect the living 
standards of the poor in the m&ium term 
at least until the beneficial promises of the 
new policies materialise. This might happen 
in direct and indirect ways. The stabilisation 
phase is likely to be accompanied by a 
decline in economic growth and employment. 
Alongside changes in aggregate levels of 
employment, significant shifts could occur 
in the labour market in terms of sectors, 
regions, gender, skill levels, wages and 
conditions of employment. These might 
worsen the position of someof the vulnerable 
sections of the labour force! Similarly, the 
real incomes of the poorer groups might be 
endangered through changes in earnings and 
prices affecting their incomes and 
consumption. Of particular concern is that 
fiscal contraction is likely to result in 
reductions to outlays on subsidies and on 
budgetary outlays which are intended to 
benefit the poor. 1 

In this contest discussions of the new 
econo m ic p oli ci es have focused on the central 
government's budgetary expenditures on 
what might be described as the 'social 
sectors’. The concentration on the central 
budget could be justified on more than one 
ground.'It can be argued that inasmuch as 
it is the* centre that has initialed the new 
policies, the primary responsibility is also 
that of the centre for cushioning their impact 
on the poor. Secondly, the food subsidy and 
central a nd cen tr ally-sponsored programmes 
for poverty alleviation, employment 
generation and basic needs are especially 
relevant because they are sizeable and have 
a nation-wide impact Thirdly, practical 
constraints have operated to confine most 
of the discussion to the central level 
although the states have a much larger 
share in social expenditures: data in regard 
to the latter is leas accessible in a timely 
and safTlciaoily disaggregated form: 
besides, wide variation* among the states 
natkeh difficult to arrive at conclusions of 

Oe its pert as well, the central go vemment 

baa recreated the i m portance of soda) 
et pru dtoatei je its budget. The need for 


'social safety nets’ has been repeatedly 
referred to in the finance minister’s budget 
speeches and in the annual Economic 
Surveys with attention being drawn to 
increases to allocations for social 
expenditures, reforms being made toexisting 
programmes and to the initiation of new 
ones in the relevant sectors.’ Adjustment, it 
has been frequently claimed, is being put 
through with a ‘human face'. 

. Given the emphasis from all sides to the 
centre's social expenditures during the period 
of adjustment, an analysis of such 
expenditures in terms of dimensions, trends, 
composition and policy is of i mportance and 
interest. This paper attempts that based on 
material available from the last six central 
budgets (1990-91 to 1995-96). We begin 
with identifying the outlays on what might 
be grossly described as ‘social expenditures’. 
The levels and trends in these outlays during 
1990-96 are then analysed. Some idea is 
provided of the centre’s outlays in relation 
to that of the stales in this period. Within 
the so-called ‘social expenditures’, the 
outlays on major programmes of particular 
salience for the poor an identified. The 
levels, trends and new initiatives in these 
programmes are discussed. Finally, since 
the poor will be with us in the foreseeable 
future, the centre's role is relevant not only 
in the context of adjustment but also in a 
longer-tcim perspective of poverty 
alleviation. It is, therefore, necessary to 
explore options for making its ami-poverty 
expenditures more purposeful and cost- 
effective. The paper concludes with some 
suggestions in this regard. 

Broad Picture 

At the outset, it is necessary to broadly 
identify the outlays that belong to the domain 
of our discussion. The central budget 
documents classify its expenditures under 
interest payments, defence expenditures, 
subsidies, non-plan grant* and loans, ocher 
non-plan expenditures (for jpnenl services, 
social services and economic services), ptan 
expenditures (which are mostly on social. 
Mtd economic services) aad ce nt ral grant 
and loan assistance to state and UT plans. 
As a first cut. it will be rensandHnto confine 
the analyu* to three headt:(l)food subsidies, 

(ii) rural development (the ouches on which 
are classified under eoanooic services), met 
(lit) the outlays which corns under ’social 


services’. The grant* and loans extended to 
states and UTs for central and centrally- 
sponsored schemes under these heads are 
part of the plan expenditures in the central 
sector while normal central asstttanrr for 
state and UT plans given in ’block' font 
constitute a separate category. ’Social 
services’ in the budget documents includes 
g coef al cducMi ont tochoiqJ odu obof i^ i porti 
and youth services, art and culture: heahh 
and family welfare: water supply, sanitation, 
housing and urbm development in formation 
and broadcasting: welfare of SC/ST and 
other backward classes: labour welfare; 
and social security and welfare. It will be 
apparent from this list that not all outlays 
under ‘social services' are meant 
exclusively or especially for the poor and 
some not even primarily for them. At a 
subsequent stage, we have sorted out theee 
expenditures in some detail; initially, 
however, our account covert all that it 
grossly classified as social services' in the 
budget documents. Although food tufaaidfcs 
are, undoubtedly, social expen di t ures, this 
paper does not deal with them and isconfinad 
to outlays on rural detdopment and social 
services. Apart from spatial and t em po ra l 
constraints, there are other good reasons for 
leaving out food subsidies: they do ant trittt 
to ‘programmes’ unlike the outlays m the 
other two sectors; food subsidies raise tiaura 
of a different and complex cha racser. paid, 
most importantly, there is an extensive 
literature evaluating their impact on p ena lt y 
alleviation.' 

Table I presents the outlays on filrid 
development and social services ha the uatM 
budgets from 1990-91 to 1995-96. Bo* 
non-plan and plan outlays are iirhdti. In 
nominal terms, total outlays under there wan. 
heads have more than doubled from 
R* 8,058 crore in 1990-9! to Its 17396 
erase in the 1995-96 Budget Asa proportian 
of the centre’s aggregate NgttlQ 
expend it ure s , the increase has bams bum 
. 7.7 to 10.4 per cent ht the” period. Hat 
outlay* in the two sectors at a proportio n 
of the centre’s overall budgetary plan 
outlays have risen from 23.1 to 313 far 
cent The increase fas GDP terms has, 
however, been am* tees totpnaaivn. Tin 
GDPpropiMtionhmfoneupohtyMKgtoa% 
front 13 per cam in 1990-91 m 1.7 pv cent 
in 1995-96. Ncverthatesa. ton centres 
outlay* are quits aigniffeuat eousHhafug 



that. In sectors which fall primarily within 
the responsibilities of the states, they 
currently amount to oyer 10 per cent of its 
aggregate expenditures and to over 30 per 
cent in the plan. What is also noteworthy 
is.that these outlays have been increased, in 
proportion to total budgetary and plan 
expmditures, during the period of 
adjustment. 

T.ible 2 shows the budgetary expenditures 
in the states on rural development and 
social services including outlays on 
programmes funded under central and 
centrally-sponsored schemes. The data is for 
1990-91 to 1994-95 since the figures for 
1995-96 are not yet available in the annual 
RBI survey of state finances. In the case of 
the states, the budget classification ‘social 
services' includes general and technical 
education, sports, an and culture; medical, 
public health and family welfare; water 
supply and sanitation; housing and urban 
development; welfare of SC/ST and other 
backward classes; labour welfare; social 
security, welfare and nutrition, and the relief 
of natural calamities. Table 2 wilt show that 
stales’ outlays on rural development and 
social services marginally declined between 
1990-91 and 1994-95 as a proportion of 
their aggregate expenditures (from 38.7 to 
38.1 per cent) while plan outlays in these 
sectors as a ratio of overall plan outlays 
distinctly went up (from 42 to 47.6 per cent). 
This has been accompanied by a decline in 
the proportion of non-plan to total 
expenditures in these sectors (from 67.4 to 
62.4 per cent). Most importantly, states' 
outlays in these sectors (including those 
funded by the centre) have declined in GDP 
terms from 6.6 per cent in 1990-91 to 5.6 
per cent in 1994-95. 

Table 3 takes an integrated look at the 
budgetary outlays on rural development 
and social services both at the centre and 
in the states after adjusting for the relevant 
transfers on centra! and centrally-sponsored 
schemes so as to avoid double counting. The 
outlays at both levels taken together have 
declined in GDP terms from 7.3 per cent in 
1990-91 to6.7 percent in 1994-95. Within 
overall outlays, the centre's share has gone 
up (from 20.6 to 23.2 pa cent) while that 
of the states has gone down pari pa\m 
(from 79.4 per cent to 76.8 per cent). 

In sum. the story that emerges from these 
three tables is broadly the following. During 
1990-91 to 1995-96, the centre has increased 
its budgetary outlays on rural development 
and social services in nominal terms, in 
relation to its aggregate expenditures and as 
part nf iu plan outlays. It has also improved ■ 
its share in the integrated outlays at the two 
levels Constdering that the centre is a junior 
partner in these sectors, iu current share of 
Ifbout 23 per cent in the tots! is not 
‘^significant. On the side of the states, the 
jfeterci* less e nco u rag in g. Their outlays in 


these twq factors asa ratio qftheiragpegato 
expenditures baa marginally declined. The 
states have also tended to emphasise plan 
outlays at die cost of non-plan expenditures; 
in other words, new schemes have received 
priority at the cost of funds requited for the 
maintenance of existing facilities and 
services. This should be a matter for serious 
concern since the latter constitute three- 
fifths to two-thirds of social expenditures in 
the states. 

In GDP terms, there has been only a 
marginal increase in the centre's outlays 
while there has been a distinct decline in that 
of the states' (by as much as one per cent 


point bctwBM 1990-91 amt 
• effect, the growth in cantral outtayt ; 
tended to displace states' outlays, purticola 
on the non-plan account which la relevi 
for the maintenance of existing faciHti 
and services. Among the reasons for tJ 
are a decline in the centra's aggregi 
transfers to states, a shift from develc 
mental to. non-developmental expenditui 
in the states, and a lower priority '■ 
maintenance Ws-o-vrs incremental pi 
outlays within the developmental budget I 
these two sectors. 4 In.the final outcon 
what is of concern is that the GDP ratio 
outlays at both levels taken together h 


Tabu I: Outlays as Rusal Develobmbnt and Social Soviets in thc Central Buogst: 

1990-91 to 1995-96 


(Rr mu 



1990-91 

Actuals 

1991-92 

Actuals 

1992-93 

Actuals 

1993-94 

Actuals 

1994-95 

RE 

1995-' 

BE 

1 Rural development 

2678 

2283 

3211 

4521 

6427 

73 : 

a Plan’ 

2672 

’ 2279 

320# 

4517 

6427 s 

73: 

b Non plan 

6 

4 

3 

4 



2 Social services 

5380 

5892 

6397 

7906 

9420 

1055 

a Plan 1 

3597 

3947 

4294 

5.349 

6697 

784 

b Non plan 

1783 

1945 

2103 

2557 

2723 

27: 

3 Total 

8058 

8175 

9608 

12427 

15847 

I79i 

a Plan 1 

6269 

6226 

7502 

9866 

13124 

1517 

b Non plan 

1789 

1949 

2106 

2561 

2723 

27'. 

M'emu 

A Total as per cent of centre's 
aggregate expenditures 

7.7 

73 

7.8 

• 

88 

98 

10. 

8 Plan expenditures as per cent 
of centre's aggregate plan 
expenditures in the budget 1 
C Total as per cent of GDP' 

22 1 

20 1 

205 

22.1 

269 

31. 

I 5 

1 3 

1.4 

15 

1.6 

1 

(GDP estimates) 

(535517) 

(616061) 

(702829) 

(814284) (1017250) (104789. 


Notes: I Does not include plan expenditures- financed from internal and extra budgetary resourc 
of public sector enterprises 

2 Includes Rs 790 crore for the MP local area development scheme. 

3 The GDPestimatcs are official estimates for 1990-91.1991-92. and 1992-93. Porlbethn 
subsequent years they are the implied GDP estimates related to official estimates of: 
fiscal deficit. These estimates have been used for Tables 2 and 3 also. 

Source: GO!Expenditure Budget 1995-90, Vol I. Anncxurcs 3. 3.2 and .3.3. 


Table 2: Outlay* in States on Ruxal Development and Social Sbhvkls: 1990-91 to 1994-95 

(Kxcror 



1990-91 

Actuals 

1991-92 

Actuals 

1992-93 

Actuals 

1993-94 

RE 

1994-'. 

BE 

1 Rural development 

5337 

6109 

7190 

8493 

954 

a Plan 

4217 

4641 

5585 

6672 

759 

b Non plan 

1120 

1468 

1605 

1821 

195 

2 Social services 

29960 

33688 

37332 

42357 

4871 

a Plan 

7304 

8568 

8944 

11221 

1431 

b Non plan 

* 22656 

25120 

28398 

31136 

34391 

3 Total 

35297 

39797 

44522 

50850 

S82T 

a Plan 

11521 

13208 

14519 

17893 

2190: 

b Non plan 

23776 

265*9 

30003 

32957 

3634 

Memo 

A Total as pci cent ot centre's 
aggregate ccpcnditur;'. 

38 7 

36.6 

37,1 

37.1 

A 

.38. 

B Plan expenditures as pt r cent 
of site's aggregate plan 
outlays 

42 0 

42.5 

43.5 

47.6 

47.i 

C Non plan expeoditares as 
per cent of total C3W3> 

67,4 

66.8 

67.4 

64.8 

62. 

D Total as per cent of GDP 

6.6 

6J 

6 3 

6.2 

It 


Sourer. RBI Anooai Surveys of Stale Finance* 



detfsadtafimfintfour yean readjustment 
Given di« magnitudes of poverty and 
deprivation in India, their absolute level it 
less than 7 par oeoc of GDP it also grouty 
inadequate for rural development and the 
entire gamut of social icrviccv Thii ii only 
the aggregate picture. Important mentions . 
which we will not be able to probe in this 
exerciae - are inter-state variations, inter¬ 
sectoral variation* and shifts in the 
composition of expenditures between salary 
costs and essential non-salary expenditures. 

Matos Pbookammes 

The next step in the analysis is to identify 
within the wideand heterogeneous budgetary 
classification of ‘social services' the major 
programmes in the central budget which are 
of salience for the poor. For this purpose, 
we begin by excluding the folio wing outlay s: 
(i) Non-plan expenditures which were about 
IS per cent of total allocations in BE 1995- 
96 for rural development and social services. 
They relate largely to administrative 
overheads and expenditures on central 
establishments 

(li)The outlays on technical education, sports 
and youth services, art and culture. 

(iii) Outlays on medical and public health 
and on family welfare. Central expenditures 
on medical and public health are largely on 
the control of cotnmunicablediscases. Family 
welfare is a 100 per cent centrally-sponsored 
programme for the control of population 
growth. Their intrinsic importance 
notwithstanding, these outlays do not have 
a specific pro-poor orientation. ' 

(tv) Outlays on housing which are largely 
on HUDCO schemes (financed mostly from 
its internal resources and borrowings) and 
on schemes for central government 
employees, 

(v) The outlays on information and publicity 
and on broadcasting. There is clearly no 
justification for treating them as 'social 
services* except, perhaps, that Akashvant 
and Doocdarxhanarenot 'economic' services 
either! 

(vi) Outlays on labour and employment which 
largely consist of the centre's statutory 
contributions for benefits to industrial 
workers in the organised sector. They site 
includeaUocabonsfor the 'National Renewal 
Fund' which, although advertised by the 
government as a safety net', only meets 
retrenchment payments for public sector 
empioyoe*. 

An idea of the extent of these exclusions 

can be gained from the fact that in BE 
1995-96 they add up to Rs 5,855 crore or 
•bout 33 per cent of the total budgetary 
^location of Rs 17,924 crore for rural 
development and soda) services. In other 
words, prim * facie, only about two-thirds 
°f the allocation in the central budget for 
rural d e velopment end tocia i services can 
he cohstruad as being oriented for the poor 


in a broad sense. Such outlays reUte to rural 
development and employment, general 
e duc at io n, water supply and sanitation, utban 
development, welfare of scheduled castes, 
scheduled tribes and other back ward classes, 
social security and welfare and nutrition. In 
the central budget for 1995-96, they add up 
to Rs 12,069 crore. 

Table 4 identifies the major individual 
programmes included under the above heads. 
These programmes have been grouped into 
five categories: (i) employment generation, 
(ii) backward area development, (iii) asset 
creation for poor households, (iv) provision 
of basic needs, and (v) welfare of SC/ST and 
OBC. Under each category and programme, 
the table presents the outlays the central 
budget for the six years from 1990-91 to 
1995-96. It might be mentioned dux in BE 
1995-96, the total outlay on the major 
programmes comes to Rs 10,934 crore or 
over 90 per cent of the Rs 12,069 crore in 
tl«e broadly comprised poor-oriented sectors. 

Table 4 brings out the levels, trends and 
schemewi se composition of the outlays under 
each of the five categories. It shows that 
between 1990-91 and 1995-96 there has 
been a definite shift in favour of employ- 
mem programmes which currently account 
for about 57 per cent of the allocations for 
'he major programmes. Under rural 
development, the shares of programmes for 
asset creation and for area development 
have declined. Allocations for basic needs 
and for the welfare of SC/ST and OBC have 
remained at about 25 per cent and 8 per cent 
respectively in terms of tbeir shares in the 
total. 

It is necessary to further analyse the outlays 
on employment in terms of their final 
outcomes since employment generation is 
only an intermediate input and a by-product 
benefit in the process of creating communal 


aiawndTurr, 



assets or wttt for individual bootehoidt. 
For this we have retied oo the annual report 
of the ministry of rural dev el opment for 
1993-94 which provides the data on the 
sectoral distribution of expenditure in the 
JRY and information on the scheme details 
of the JRY. the EAS and the MP local area 
development scheme. For 1995-% (BE), 
Table 5 regroup* the outlay* for these 
employment schemes under relevant 
functional categories. The broad picture that 
emerges is that the outlay on major 
programmes is distributed for the following 
purposes: 24 per cent each for the 
development of backward areas (drought 
prone, desert, wastelands, backward Modes) 
and for economic and social infrastructure 



in rural areas (such as roads, minor irrigation, 
social forestry, schodsand othe r co m m unity 
buildings), 25 per cent for the provi si on of 
basic needs mainly in rural areas (d c menl a iy 
and adult education, drinking water and 
sanitation), 19 per cent for direct transfers 
for the welfare of SOST and OBC and 8 


percent for asset creation for the poor through 
loans and subsidies (under the IRDP, NRY 
and the Prime Minister’s Rozgar Yqjaoa). 
This is the pattern in the central budget The 
proportions will differ in the final outlays 
because of matching contributions - in 
varying scheme-wise proportions - from the 
states and the credit component in the IRDP. 

Pkooaasoc DetjULS 

The dimensional analysis should be 
supplemented with an account of the 
schematic and administrative features of these 
programmes. The anti-poverty portfolio of 
central and centrally-sponsored s ch em es is 
character! red by a fragmentation of schemes 
under the same or similar functional purposes; 
a variety of matching grants; divcm 
allocations! criteria to states and sub-staae 


Tails 3: Integrated Outlays of Centre and States on Rural DrvELorMBtT and Socjal Saavna; 

1990-91 to 1994-95 


titreranr) 



1990-9! 

1991-92 

1992-93 

1993-94' 

199443* 


Actuals 

Actuals 

Actuals 



1 Stares' total outlays on rural 






development and social aervicct 

2 Grants and loam for central and 

35297 

39797 

44522 

50850 

58230 

centrally-iponaored schemes in rural 
development and social servicer' 

4303 

4718 

5684 

6769 

5744 

3 Stares' own expenditures (1-2) 

4 Centre' t outlayr on rural development 

30994 

35079 

38838 

44081 

52506 

and social services 

BOSS 

8175 

9605 

12427 

13847 

5 Total centre and wales (3+4) 

39052 

43254 

48446 

56508 

68533 

Memo 

A Ccntrc i share in total (4/5) 

20.6 

18.9 

194 

220 

23.2 

B State's share in total (3/5) 

C Per Cent of total centre and 

79.4 

81.1 

80.2 

71.0 

7U 

nates to OOP 

7J 

7.0 

6.9 

6.9 

67 

Hater. 1 Actuals for esaae, RB for slam 
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2 RB tor centre, BBfcrawtas 
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lewd*; nmkipie earmarkings of allocations 
to different arena, 1eveb and purposes; and 
earmarking to different target group* within 
them. Under employment generation, for 
instance, then are three different schemes, 
viz, the IRY, the BAS and the MP local area 
development icheme. The JRY itself has 
been trifbrcated into time streams. Under 
the first stream, which accounts for about 
75 per cent of the allocation, there is an 
earmarking at the state level of 30 per cent 
for the Million Wells Scheme (MWS) and 
lOpercentfor houses under the Indira Awas 
Yojana (IA Y) both of which constitute direct 
transfers for individual SC/ST households. 
Of the balance, 20 per cent is earmarked for 
district* and 80 per cent for villages. At the 
di strict levd. there are eannarkings for private 
assets (35 per cent), social forestry (25 per 
cent), benefits for SC/ST (22.5 per cent) and 
other works (17.5 per cent). Further 
guidelines prescribe a wage-to-oon>vage ratio 
of 60:40, preference for SC/ST in 
employment and an earmarking of 30 per 
cent in employment for women. 

The allocation of funds to states is based 
on the proportion of the rural poor while 
from the states to their districts it is based 
on equal weights to the incidence of SCZST 
population and the inverse of agricultural 
labour productivity. The second stream in 
the JRY. accounting for about 20 per cent 
ofthe allocation, is confined (o 120 backward 
districts and to economic and social 
infrastructure while the third stream is a 
tokenistic allocation of about 5 per cent for 
‘innovative’ schemes to be taken up, where 
possible, in co-operation with NGOs. The 
BAS is also a rural employment generation 
scheme but is confined to 1,752 backward 
Mocks (about a third of all blocks in the 
country) with allocations under it being 
earmarked for water and soil conservation 
(40 per cent), minor irrigation (20 per cent), 
link roads (20 per cent) and community 
buildings (20 per cent). The MP local area 
dev el opm en t scheme, introduced in 1993, 
provides a uniform allocation of Rs I crore 
annually to each of the 790 members of the 
two houses of parliament for being spent on 
local schemes to be recommended by them 
so long as they are eligible under various 

- 1 .a _ae- 

fUKKfiDCS. 

Similar muddles and knots are to be found 
in the ocher central aod-poverty schemes as 
well. In the IRDP. there are two different 
cut-off levels for targeting beneficiaries (a 
household poverty line of Rs 11,000 in 
1991-92 prices and a cut-off limit of 
Rs 8,500); separate earmarkings for SC/ST 
(30 per cent), women (40 per cent) and the 
physically handicapped (S per cent); 
differential subsidy rates for different target 
groups(MMU formers, ma rginal formers and 
agricultural labour. 5C/ST andthephysically 
handicapped); and differential subsidy 
ceilings for different areas (normal, drought 


prone and desert) and target groups (SCfST 
and rh yrifaHy hf Hb 'ff * 1 *) ej n i« a^rt nii 
the DPAP and DDP are confined to Hated 
Mocks which aredremfo prone or dese rtifi ed 
with the permiasibleexpentfitiirea under them 
being on land development, toil and water 
conservation and other form of resource 
management while the development of 
wastelands in the extensive non-forest areas 
of the country gets a small and thinly-spread 
allocation. The Accelerated Rural Water 
Supply Programme (ARWSP) is meat to 
meet the needs of ‘no source’ or problem 
villages. However, the allocation criteria to 
states In the ARWSP (viz, 35 per cent for 
rural population, 20 per cent each for rural 
area and rural poverty and 25 per cent for 
DPAP, DDP and hill areas) has no visible 
relation to the possible incidence of such 
villages. The ARWSP also illustrates the 
problems in planning for village water supply 
from distant Delhi. At the beginning of 
1993-94 it was declared that only 736 no- 
source villages remained to be covered while 
a later survey has revealed that as many as 
40,000 villages (main habitations) are in this 
category. This has happened largely because 
die states have interpreted ‘no source’ 
according to local conditions while Delhi 
has tried to adopt a uniform all-India norm. 
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for a n u mb er of admnua are for fo 
adequate. For example, In the 1991 
Budget DWCRA and TRYSBMget Rs 
crore between them; fund sanitation la aHot 
Rs 60 crore and urban water euppty : 
sewerage Rs 65 crore; asset creation icher 
m urban area* get Rs 171 crore in all. In th 
activities, the centre has been more Imere* 
in establishing its presence rather than 
making a serious substantive co ntributi 
The political motivation that underlies : 
approach ia also reflected in higl 
allocations to existing schemes and in 
introduction of new schemes since 1993- 
TaMe 4 brings this out clearly. No dm 
elections in as many as nine major stater 

1993- 94 and 1994-95 (Uttar Prade 
Madhya Pradesh, Rajasthan, Kamata 
Andhra Pradesh, Orissa, Maharasht 
Gujarat and Bibar), the Congress Part 
debacle in five out of six state elections 

1994- 95 and the fact that 1995-96 is the! 
full financial year before parliament 
elections in June 1996 have all lent a spec 
poignancy to the central govemmen 
concern for the poor. However, i 
motivation in itself need not prejudice 
merits of the new initiatives for ir 


Table 4: Outlays on Mams Rusal Dsveloemd<t am> Social Smvicss 
Qwnuu. Burner 199091 to!99596 


M 

(Ibcn 



199091 

RE 

199192 

RE 

199293 

RE 

199394 

RB 

199495 

RE 

1991 

B1 

1 Employment generation 

2001 

1825 

2546 

3906 

5465 

K 


(49.5) 

(42.5) 

(515) 

(53-1) 

(58.1) 

(5« 

l .l JawaharRozgar Yojana (JRY) 

2001 

1825 

2346 

3306 

3535 

31 

1.2 Employment Assurance 







Scheme (EAS) 

- 

- 

- 

600 

1140 

13 

1.3 MP Scheme for local area 







development 

- 

- 

- 

- 

790 

1 

Basic needs 

1059 

1345 

1361 

1934 

2254 

23 


(26.3) 

(31.3) 

(27.5) 

(26.3) 

(23.9) 

(24 

2.1 Elementary edaratioe 

224 

268 

339 

443 

511 


2.2 Adult education 

131 

IQS 

110 

168 

211 

2 

2.3 Ace rand water supply 

403 

638 

460 

738 

SIO 

11 

2.4 Rural aanitation 

IS 

4 

20 

32 

60 


2.5 Urban water supply and 







iwriturwi 

25 

33 

23 

41 

106 


2.6 Child welfare 

25S 

297 

409 

512 

556 


Auer creation 

414 

474 

467 

721 

735 



02.0? 

(II* 

(9.5) 

(9.8) 

(7.8) 

( 

3.1 IRDP 

356 

356 

375 

617 

625 

6 

3.2 DWCRA and TRYSEM , 

IS 

16 

21 

29 

40 


3.3 Nehru Rozgar Yojana 

110 

102 

71 

75 

70 


3.4 PM's Rozgar Yojana 

- 

- 

- 

- 

- 

1' 

Welfare of SC. ST and OBC 

321 

428 

465 

389 

730 

8 


(8.(0 

(10.0) 

(9.4) 

(8* 

a* 

(7 

Backward area development 

172 

222 

101 

202 

230 

t 


(4.2) 

(3.2) 

(2.1) 

08) 

04) 

a 

5.1 DPAP 

56 

SI 

51 

77 

85 

t: 

3.2 DOT 

30 

SO 

50 

75 

85 

li 

3J Weosrionds davilapmiai 

76 

Ml 

- 

50 

¥> 

i 


4037 

4294 

4940 

7352 

9414 

lot: 


OOP) 

(100) 

(m 

ooo> 

im 
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it mttrhfy M fotaf*, aeed or bad, ire 
otticaL The BAS, for instance, usefully 
concentrates additional allocations for 
emptoymemfe a eraioB in backward dbtrictt. 
The MP scheme, although pork band, 
sustains the links in the inter-election period 
Mtwecn members of the LokSabha and the 
xMadtuendaBliM they represent; and, Rajya 
Sabha m emb er s (say from the Punjab) will 
x able to help the dates ot their adoption 
(say, Assam). The Prime Minister’s Rozgsr 
'ojana extends the kind of programmes in 
the Nehru Rozgsr Yojana (NRY) to small 
towns. It could very well have been 
consolidated with it: even the acronym lends 
tsdf to be expanded as Nehru Rao Yojana! 
"he three new schemes included in the 
1995-96Budget are entirely well conceived, 
in the National Social Assistance Scheme, 
the centre has for the first time assumed a 
role in helping the state* to provide a package 
of essential social protection to the poor - 
old age pensions, survivor benefits and 
maternity relief - according to nationally 
uniform minimum standards. The group life 
insurance schemetobe implemented through 
panchayau hat the potential to take life 
insurance to the rural poor in a massive way. 
The new rural infrastructure fund in the 
NABARD will enable priority lending targets 
to be met. channel such lending into viable 
.wojects and assure repayments to banks. In 
this way, both lending and the use of loans 
will be made more viable. 

In the final analysis, one cannot escape 
the conclusion that the centre’s anti-poverty 
portfolio is riddled with much needless 
confusion and complexity in its 
conceptualisation, design and administration. 
Basically, this is to be attributed to the use 
of a limited act of instruments for promoting 
diverse multiple objectives: etnployment- 
m-itself, backward area development, rural 
infrastructure, basic needs, reservations for 
->C/ST and women, decentralisation and. at 
the same time, some pocket money for 
members of parliament. As a result, outlays 
addressed to the same or similar purposes 
are fragmealed among a number of schemes; 
the activity-based classification of 
’employment' fudges a number of functional 
rods: in many schemes allocations are no 
more than aymbolic; and the overlap within 
the central portfolio is compounded by the 

J veriap between central and states 'schemes 

md within the iattar. 1 Moat important, there 

* no roherenci. between (a) criteria for 
dlocation of funds to «uies and sub-state 
level*, (b) needs and potential at the local 
*ve| for worka and other expenditures, and 
’ c > earmarking for various purposes snd 
»hhin th em fo r tar g et end sub-target groups. 

is not dear tow this over-determined 
•Pproecb am or does work. Evidence from 
: valuations nggati that foe guidelines, 
: nieria, n onaa a od a ar ma rktnga may br parts 

* m dObanto bureaucratic charade with 
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what happens in the field being quite 
different.* 

Towaxds Rhqrm and RBsntucnmmo 

in this concluding section, we shall develop 
some ideas of aprescriptivechancter which 
can be seen u following logically from the 
foregoing account and analysis of the 
centre’s social expenditures. To begin with 
it will be useful to clarify the rationale for 
the centre's involvement at all in social 
expenditures. Although the Constitution 
places the primary responsibility for such 
expenditures on the states, it does not preclude 
the centre from playing a role. It can be 
granted that the centre’s involvement in the 
social sectors is not only permissible but also 
desirable. Indeed, it can be argued that the 
centre's participation in these sectors is 
necessary andjusti fled at least on six grounds: 
(i) to tackle nation-wide priorities to which 
not all states may be able or willing to devote 
adequate resources or emphasis (e g fpmily 
welfare), (it) to deal with inter-state 
externalities (eg the control ofcommunicable 
diseases), (iii) to set national standards (e g 
in social assistance), (i v) to direct resources 
to areas or activities which are especially 
problematic (e g low literacy blocks, girts' 
education, no-source villages in water 
supply), (v) to promote a standard set of anti¬ 
poverty schemes (e g JRY, IRDP) and (vi) 
to extend technical assistance to the states 
(e g in watershed development or through 
the drinking water supply missions). 

In practice, as we have seen, other 
considerations, along with these objective 


ooes, have also ope ra ted. The centre has 
been anxious to demonstrate that the new 
economic policies havea ’human free’. Some 
of the new schemes introduced in the last 
few years have added rouge and lipstick 
to it; some have aimed at elector*) gain 
while yet others, like the ones included in 
the 1995-96 budget, are well conceived 
initiatives. In addition, a couple of other 
factors can be discerned. One is the ‘rat’ 

Tails 6: Iixuttxativi Table on Dunr 
EmoBCY mine JRY 


1 

Gross expenditure 

100.0 

2 

Wage component 1 

53.0 

3 

Leakage 1 

53 

4 

Gross wage transfer (1-2-3) 

47.7 

5 

Participation cost' 

19.1 

6 

Net benefit (4-5) 

2S.6 

7 

Coverage of poos 4 



(targeting efficiency) 

0.5 

8 

Transfer to poor (6s7) 



(transfer efficiency) 

14.3 


Notts: I At estimated in GO! Concarecat 
Evaluation of JRY (Jammy-December 
1992) July 1994. 

2 Underpayment of wages at 10 percent 
of wage payment (assumed) 

.1 40 per cent of wage p a yment (47.7) 
r ep r esen ting f regooe incomes baaed 
on estimate in Martin Ravallion, 
Reaching the Poor through Rani 
Public Employment: A Survey efThtary 
tmd Evidence, Discussion Paper No 94. 
World Bank 1990. 

4 GOl concurrent evaluation of JRY 
(January-December 1992) My 1994 
estimates this ratio at 0 43.We haw 
improved it to 0.5. 


Table 5: Functional Classification or Rusal Deyelotveht and Social Seavices Outlays in 
the Centhal Budget rou 1995-96 

(Rtcnme) 



BE 

1995-96 

Per CeW 
to Toad 

1 

X 

i 

1 Rural economic snd social infrastructure 

2644 

24.2 


l.l Under JRY first stream 1 

1854 



1.2 MP local area development scheme 

790 



2 Backward area development 

2627 

24.1 


2.1 Under JRY second scream 1 

772 


* 

2.2 EAS 

1570 


i 

2.3 DPAP 

125 


i 

2.4 DDP 

100 



2.5 Wastelands development 

60 


i 

3 Bask needs 

2727 

24.9 


3.1 Ek and adult education 

883 


* 

3.2 Rural water supply and sanitation 

1170 



3.3 Urban water supply and ssnrtatioo 

65 

« 

" 

3 4 CMd welfare 

607 


, 7 

4 Welfare of SOST and OBC 

2046 

18.7 

1 

4.1 Under JR Y first stream 1 

1236 


* 

4.2 Direct welfare programmes 

8M 



5 Asset creation 

m 

ftl 


5.1 IRDP and related 

719 



5.2 NRY and PMRY 

171 


' 

Total 

10934 

mo 



Notet: i 60 per cem in JRY ffaat stream (3090) which to M par cent of tnad JRY (3*62) 

2 20 per cent of seal JRY (3*62) 

3 40 per ceutte JRY test strewn (3090) aarmurfeBd for Milton Wefts 
Awat YitjewL 

Source Table 4 and 
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syndrome which is most apparent in the 
employment generation schemes. They 
have been quantitatively expanded with 
progressively higher financial allocations 
without any attempt to reform or restructure 
them in the light of shortcomings evident 
from numerous evaluations. The same 
applies to the 1RDP and the area development 
schemes. There has been no systematic 
attempt to leant from experience in these 
longstanding schemes. The second is the 
bureaucratic tendency to extend and refine 
guidelines which have made the 
administration of these schemes increasingly 
cumbersome with little to show in terms of 
improvements at the cutting edge of ground 
lewd implementation. 

During and beyond economic adjustment, 
it is necessity to both increase the levels of 
social expenditures and to restructure the 
programmes so that whatever amounts are 
spent are cost-effective. This will entail 
(a) an optimal mix ofdie different approaches 
to poverty alleviation such as employment 
generation, basic needs provision, welfare, 
asset creation, backward area development 
and social assistance, (b) reforms to 
individual programmes in the light of 
experience, (c) a dear delineation of the 
centre’s role and (d) the involvement, to the 
Allies! extent appropriate, of local bodies in 
the delivery of these programmes using the 
potential opened up io the 73rd and 74<h 
Amendments to the Constitution. 

The first of these issues relates to the 
inter se priority to be given to the different 
dements of the anti-poverty portfolio so as 
to arrive at the most cost-effective 
composition of the entire package. Currently, 
nearly 60 per cent of the outlay on major 
pro g r amm es goes toemptayment generation. 
It is necessary to be clear whether effecting 
wage transfers to the poor via special 
employment schemes is an end in itself. Or. 
whether employment generation is to be 
viewed m a by-product benefit in the process 
of creating durable communal assets or assets 
for individual poorhouseholds (such as wells 
sod houses). In theory, the latter is the stated 
objective but there is enough evidence to 
show that in practice the thin spread of the 
JRY, without being underpinned by local 
level planning or consultation, results in a 
variety of distortions: non-durable rather 
than more permanent works are chosen; in 
many cases, works are abandoned incomplete 
and new ones started elsewhere; and 
maiatenanceissorefy neglected. 7 What needs 
to be appreciated is that to the extent that 
durable assets are not created, transfers via 
wage payments pert* vet* very expensive 
and taeffirient approach to helping the poor. 

I have d is cu ss ed tWi msoroderaile lic wher e * 
and shall confine myself in this paper to the 
illustrative exercise in Tsble 6. It will show 
that out of one rupee spent in the JRY only 
14 parse is likely to reach the poor via 
.effective net wage transfers. Three 




ACT ION AID is an international development 
organisation committed to improve the quality 
of life of the poor. ACTIONAID has been 
supporting development work in India, in 
partnership with local voluntary organisations 
since 1972 and is today one of the largest 
international NGOs in the country. ACTIONAID 
India is managed by a team of development 
professionals spread over six regional offices 
in different parts of the country. We are now 
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mpticatiotu can be drawn from this: (i) if 
ye objective is only to effect transfers for 
k poor, other modalities such as welfare 
ogrammes for SC/ST, basic needs 
,rovision and social assistance (such as the 
ansfera envisaged in the new National Social 
,ssistance Scheme) are likely to be more 
ost-effectivethan the JRY, (ii) employment 
votks should, therefore, be strictly confined 
o the creation or maintenance of rural 
iconomic and social infrastructure based on 
he needs and potential for such works at 
he local level and (iii) from this standpoint, 
i will be desirable to abolish altogether 
employment generation' as a programme 
ategory replacing it with categories related 
o the purposes (rural infrastructure, wel fare, 
wsic needs, backward area development) 
hat are the desired final outcomes from 
employment generation and with direct social 
issistance transfers. 

The analysis in Table 5 can then suggest 
iow the three other considerations we have 
Hitlined can be applied to the centre's 
xHtfolio of major social sector programmes 

(i) Of the five functional categories in 
vhich the outlays have been grouped, the 
ichemet relating to welfare and basic needs 
■an be transferred to the stales and made part 
>f states' plans, central schemes can be inle¬ 
trated with stales' schemes in ihesc sectors 
mending or diversifying them. I( could be 
.uitably ensured that central assistance is 
idditkmal to and does not displace normative 
evels of state’s own expenditures. No 
larmarkings are necessary for it can be 
resumed that the stales will be as interested 
u the centre is in providing wells and 
louses to SC/ST, encouraging women s 
imploymenl. eradicating illiteracy and 
xovkhng water supply to no-source villages 

(ii) The allocations for area development 
EAS. second stream of JRY. DPAP. DDP 
ind wastelands development) can be 
ransfemd to NABARDs fund for rural 
nfrasuucture development. Financing can 
hen be on a area-specific, project basis 
:ombined with technical assistance inputs 
ram the 1AR1 institutions, state agricultural 
jiu versifies, ICRISAT. CRIDA and so on. 

(iii) Allocations for local economic and 
Mcial infrastructure (roads, minorirrigation, 
lociai forestry, community buildings), 
nmently available under (he JRY first stream 
uid the MPIocel area development scheme, 
ran be entirely made over to the district and 
ntermediate level* of Panchayati Raj 
nsututkmt. They can rauin a part of such 
unefa at their own levels and allocate a part, 
“•nay be appropriate, to village panchaya»s_ 
n the longer term, th ree allocations could 

* made statutory by including them in the 
emu of referenc e to Finance Commmwn^ 
Hits is provided for hi Article 280 (3) (bo) 
if the Coaettehoa introduced as pan of the 
Did AroeadoMU.* 

(W) this leaves out ihe IRDP. Numtfou* 
thti the IRP* 


has degenerated irto a thinly spread, poorly- 
target ted, political hand-out involving 
considerable leakages and corruption. Also, 
the IRDP depends for about two-thirds of 
its funding on credit from co m mer c ial banks. 

In principle, financial sector reforms would 
call for the phasing out of this kind of 
administratively directed, high-default, 
subsidised lending. In these circumstances, 
there is a good cascfor winding up the IRDP 
and for replacing it with alternative lending 
modalities. One could be for projects, through 
NABARD or otherwise, for such purposes 
as dairying, livestock, horticulture, poultry, 
fish farming, sericultureT'ftnaU-scale 
production and handicrafts. Such lending 
will be not to individual households but to 
groups of producers with special preference 
to the poor, SC/ST and women. Project 
lending of this kind can be complemented 
with technical assistance, input supply, 
disease control, quality upgrading, design 
inputs and marketing. The second modality 
will be small business loans in rural and 
urban areas for household or small-scale 
production, trade and services. The 
feasibility for such lending on a group 
guaranty basis has been demonstrated in 
the Bangladesh Grameen bank and by 
NGOs in India such as SEWA in 
Ahmedabad and the Working Women’s 
Forum in Madras. The time has come to 
institutionalise these experiments. 

The third modality will be credit for land 
purchases by poor households. This could 
stimulate and facilitate natural market 
processes through which land tends to get 
transferred from the rich to the poor. With 
increasing urbanisation and industrialisation, 
such processes are visible in many parts of 
India. Landowning sections tend lo move to 
towns and to non-agricultural vocations 
converting in the process landed assets into 
investments in urban property, financial 
assets, professional education, etc. At the 
same time, there is some increase in 
surpluses available with tenants, small 
farmers and rural craftsmen. It is necessary 
for credit to supplement their purchasing 
power so as to facilitate land transfers in 
their favour. 

To conclude, tbeeconomic reforms have 
been content to treat social expenditures as 
a residual. They have been ‘protected’ in a 

minimal sense in the central budget . Although 
the states are, and will have to be, responsible 

for the bulk of social expenditure*, on their 
own or as agents in the centrally-sponsored 
programmes, no attempt has been made to 
evolve a national policy for social 
expenditures. This will require an ageoda for 
the reform and restructuring of major 
programmes which is integrated between 
the centre, the states and public financial 
institutions and is based an docentralised 
delivery, a* far as feasible and appropriate, 
through Panchayati Raj institutions. The 
economic reforms will be seriowdy foam- 


-i. 


pi e*, unless snore funds are allocated at the 
centre and in the stales for social expenditures 
and concurrently whatever funds that are 
available we put to foe best use. 

Notes 

1 See in this connection, I LO (ARTEP) Social 
Dimensions of Structural Adjustment m India, 
New Delhi. 1992; S P Gupta led). 
Liberalisation: Us Impact an the Indian 
Economy , Macmillan, 1993; S Gstae and K 
Negara). Adjustment. Employment and Eqmry 
in India, ILO (forthcoming). 

2 The discussion paper pat out by the GO! 
ministry of finance (1993) on ’Economic 
Reforms: Two Yean After and the Talk 
Ahead’, for instance, refers to foe importance 
of ensuring that the social costs involved ia 
structural reform “do not fall heavily on 
those least able to bear them" The ‘social 
safety net* it envisages for this perpose 
includes foe National Renewal Pond, foe 
PDS and expenditures on employment 
generation, rural development, health and 
education. 

3 The EPW itself has carried a number of 
articles on the subject. Most recendy. a useful 
collection is foe set of papers brought pal 
by foe UNDP Research Project on Strategics 
and Financing of Human Development ia 
India for the Workshop on Food Security and 
the Public Distribution System sponsored by 
the Planning Commission (April 28-29,1995). 

4 The centre's net transfers to states seder all 
accounts (plan, non-plan and reveaae. 
capital) declined from 6.2 per cent of GDP 
in 1990-91 to * » per cent ia 1994-95. lathe 
same period, the proportion of noa- 
development expendit ur e s to total expen¬ 
ditures in the states went up from about 25 
per cent to over >0 per cent. 

5 A SC/ST household can. tor instance, hope 
to get a well financed under the stale’s minor 
irrigation or welfare schemes or under the 
JRY (Million Wells Scheme) or under dm 
IRDP and a house under a stale welfare ar 
rural housing scheme or under the JRY 
(Indira Awas Yojana). 

6 A detailed study of evaluations (official and 
non-official) will reveal considerable 
variations between the earmarkings oa papier 
for different purposes, different la r ge ( grou p * 
(poor. SC/ST. women) and for the wags 
component in foe JRY oa one hand and what 
obtains in foe field oa the other laai «ma 
variations in these respects are aieo very 
wide. 

7 One of the moat revealing evahsiooasmregaed 
to employment generation schemes it 
S Mabeadra Dev: Poverty Alle viat io n 
Programmes: A Case Slady of Uahnrasdmtm 
witk Empha sis m for E m plo y ment Gaamm* 

Scheme. Dtscauioa Paper No7.‘ " - 

inmate of Development T 
1992. 

S S Gtshaa. ‘Social Se cu r i t y 
Devetopaag CmaMrim', Junaa 
XrWrw. Vol 133, ISM, No I. 

9 Article 290 (3) <bh) Kama font it thli ht foe 
dety’of Finance CeemMsas lot 
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Now, 3 more reasons 
to approach it. 
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AM- OF THEM - WITH THE ASSURANCE OF QUICK SERVICE. 

tc] laying its rota as a catalyst for industrial growth in Karnataka, KSIIDC provides a whole package of 
services, apart from finance, to entrepreneurs. Now, there are three more schemes that entrepreneurs 
can make use of. And each of them are tailored to suit their needs. 


Me rcha nt Banking and Financial Services: 
The Corporation has been accorded Category I 
Merchant Banker Status by SEBI and is fully geared 
to offer various services such as Public issue 
Mana ge m ent, Underwriting of Shares, Direct 
Inve st me nt under FI's quota. Leasing Finance, 
Corporate Advisory Services etc. 

Equipment Leasing Schama: 

KSIIDC Isaacs a wide variety of machinery and 
equipment on attractive terms, under this scheme, 
for eetablahad units having a good track record. 
100% finance ia posaMe and the lease rentals we 
totally deductible for tax purposes. Funds can be 
obtained at short notice with minimum of procedural 

Irumelllae 


Deferred Payment Guarantee: 

The Corporation provides guarantees against 
deferred credit for both indigenous and imported 
machinery, generally under the IDBI BMe 
Re-dtocounting Scheme and similar schemes of 
Central Financial Institutions. 

In addition to those schemes, KSIIDC. under an 
arrangement with IDBI, can now participate in 
expansion, modernisation and dhranMcation projects 
coating upto Re. 10 crone lor existing units with 
good track record and sound financial health. 

KSUOC’s PACKAGE OF SERVICES: 

* Project Identification e M edhan and Long Term Loans 

* Assistance in Single Window Clearance * Direct 
Equity Participation * Equipment Finance * Tourism 
Project* * HoapitaVNuraing Home Finance ★ Nodal 
Agency for NRIs. 


Backing aN these s c h eme s ia tha promise of quick, friendly and efficient service. So, when you approach 
K8MDC, you can be certain that your interests ere in sale end aura hands. Besides, of oouraa, the assurance 
that decisions wilt be prompt. 


KSIIDC -*Committed to industrial growth. 


Branch Office* 


! 


rfzr&iy KARNATAKA STATE 
r«1 F\ ' INDUSTRIE INVESTMENT A 
-Mjjf'i DEVELOPMENT CORPORATION, 

*MSIL HOUSE*, 36 Cunninghtfn Road, 
Bangalore 660 062 


e No. 290*8*10, M Floor, Sunder Anwls, 6Jt Road, Qpptubwb 
Bus Stmd, MY8OAE-870 001. Phone: *1*44/040 

e Enkay CemptaK, Kashsmpur. HU6U-W0 0*3. 

Phone: 3*41M / 3*7231 TefcK 0M6472 

e 4*t Floor, Poor** BUMng Armans UNffi, 

MANGALORE 475 001 Phans: 467471 


nB» Wi ErVi NIB HmEn nHMR, 

O UtBARGA *** lOLPhone: mm 


Ph: 2266131*33 
Fax: 91*60-2266740 
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Presumptive Direct Taxation | 

Lessons from Experience In Developing Countries f 

Indira R^Jaranuui 

Presumptive norms can be used either to generate estimated income actuals, or potential income in terms of what 
is possible with average effort. This paper reviews their use in both forms as a base-broadening accretion to the structure 
of conventional income taxation in place in less developed countries. The paper covers both schemes that are not 
sector-specific, such as minimum asset-based taxes on corporate entities, as well as sector-specific levies on the hard- 
to-tax sectors of agriculture, small business, and self-employed professionals. TkcjHirpose of the exercise is to extract 
lessons in terms of both design and administration for India, which is engaged in a process of seeking sustainable 
fiscal correction as a part of the stabilisation and reform process begun in mid-J99J. 



THE uae of presumption in direct taxation 
is receiving increasing attention today in the 
developing world as a pan of the search for 
sustainable fiscal correction. 

Although "much remains to be done to 
systematise and evaluate” the diversity of 
experience with tax reform in the developing 
world over the 1970s and 1980s (Bird- 
Casanegr* 1992: II), key elements of 
consensus on reform directions can quite 
dearly be discerned. 1 One principal point of 
universal agreement is that no revenue 
i mp rovement is possible if tax design fails 
to take into consideration the constraints 
faced by tax administration in developing 
countries in practice. 1 Pervasive non- 
compliance in direct taxation has made the 
pursuit of vertical equity through global 
progression increasingly subordinate to the 
search for improved equity through 
expansion of the tax base (Khalilzadeh- 
Shtrazi-Shah 1991:459 and CHIIis 1989:18). 
At the Chelliah Tax Reforms Committee 
concludes, “..it becomes clear that equity 
would be vanity improved if we could move 
towards leas progression combined with more 
adequate coverage” (Chelliah Committee 
Interim Report 1991:35].’ Expansion of 

coverage hat been attemptedin program roes 
of ua reform its one of two ways. One is 
Khedalar taxation through die pester use 
of final withholding at source* The other 
u pres ump tive taxation. 

This paper to a comprehe ns ive survey of 

experiments whh the use of presumptioom 

<*tect taxation In developing countries, with 

«" arareswwl where posiibir of their success 

sod replicability els ew he re . The survey is 
“wftnari lo ire developing world. although 
pockets of preemption remain in use in the 
dev «ioped wreM. the heat-known of which 
» to!¥reeb*ri*|MreaNO-Slngh 1995: 


Chapter IV). Experience in India is briefly 
reviewed in the Appendix. 

Taxation based upon self-declared income 
actuals, aggregated and taxed on a global 
rather than schedular basis, it a replication 
in less developed countries of fiscal 
structures in countries at a different stage 
of fiscal evolution.’ Developed countries 
have an income tax structure which is a 
product of evolution over the last two 
centuries away from presumption and away 
from schedular taxation,"and while the one 
does not necessarily imply the other, those 
earlier approaches may be of greater 
relevance for the leu developed economy 
of today.’ Presumption, with or without 
schedulariration, offers a way by which 
substantive base-broadening can be 
achieved in developing countries, given 
their economic structure, and given the 
information vacuum in which tax admini¬ 
strations in these countries are forced to 
function. 

Central to the idea of presumption is the 
notion of potential taxability, u something 
capable of determination independently of 
self-declaration by the taxable entity, on 
the basis of presumptive norms. Inso doing, 
the presumptive approach improves the 
technological capability of the tax 
administration to handle larger numbers of 
taxpayers without the self-defeating 
incremental cost of attempting todoao within 
the' existing system. Scarce a dmi nistr ative 
talent is best deployed in the devising of 
presumptive norms applicable to non-filers 
and under-declared returns, that will survive 
test* of justice sad fairness, rather than in 
the individual pursuit of each entity unbacked 
by guideHnes. 

It is a commonplace in the taxation 
literature to recommend p resum p ti on in 
tome form for the vast informal Motor of 
small basinets, agriculture and service 
sector etdetprisea. The diffienky of taxing 


these sectors, collectively termed the ‘had- 
to-tax', is universal. Even in Japan, a 1984 
study tested and confirmed the popular *lm- 
ro-yon' or ‘nine-iix-four' perception that 
compliance amoog wage/aalary earners, 
non-farm self-employed, and farmers waa 
90 per cent. 60 per cent snd.40 per cent 
respectively [Shoup 1989:206). In the dais 
of developing countries, the percentages for 
the last two are much lower (Soos 1991: 

113-20). All components of the hard-to-tax 
are by no-means small [Bird 1983:10); 
indeed, some evasion-prone occupations 
include the highest income recipients in any 
country. What makes an activity hard-to-tax 
is not size so much as the unavailability of 
information on 'he basis of which to verify 
self-dedaretion. Even so. were presoaoptiM 
to be confined to these conven tiona lly 
sanctioned sectors, its contribution in a 
revenue sense might be regarded as pe rip heral 
rather than central. 

What has moved presumption to centre 
stage in recent yean is its possible nse with 
respect to large corporate taxpayers, hi any 
tax system, there is a small groupoftaxpayan 
who together make the largest reven ue 
contribution, aggregating across direct, 
indirect and withheld levies. It is now as 
accepted dictum that concentration of 
administrative attention on them large 
taxpayers is likely to yield the highest 
incremental reward to effort. ^ 

At the same trine, the need for a pply ing | 
presumption to the hard-eo-tax* is net to j 
be tightly dkmhatd on either revenue m ' •. I 
other grounds, ahhough the ie In twin '■ 

vacuum is such that it is hagueriUo to make 
even a tough cethnree of the Italy revenue 
yMd. An attempt k made, h o wever , th 
Appendix I for the legal prefoettan he ledk. 
wistheejeofthenotoricinlyiiailinttlmilil 
National Accounts data. Tha new at i 
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explicit Hit of exempt occupations, inch u 
street services for example.’ The purpose of 
introducing presumption is to improve the 
progress! vity of the tax structure, not to 
worsen it. 

Along with presumption, developing 
countries have also turned increasingly to 
scheduler taxation through final withholding 
at source. This paper coven these only to 
the extent of schemes for presumptive final 
withholding. Presumption and schedul- 
arisation are both source-specific, but the 
one does not necessarily imply the other. 
The presumptive income from a certain 
source can be merged with all other income 
of a taxable entity to yield an aggregate 
taxable globally. Likewise, schedularisatkm 
can mean use of final withholding at source, 
without any accompanying presumption. 
Filial withholding reduces the nerd for 
filing, and so releases administrative 
manpower for deployment in more revenue- 
productive tasks. Thus schedularisation, 
while not a necessary accompaniment to 
presumption, may be a useful complement 
in the ultimate task of maximising the 
revenue-productivity of administrative 
resources. A new development of recent 
years is a provisional withholding, which 
can be credited towards either direct or 
indirect tax liabilities, or both. 1 * This calls 
for some flexibility in tax administration, 
which is often divided in developing 
countries into mutually independent channels 
for the collection of direct and indirect tax 
revenues. 

Presumption can coexist with conventional 
assessment as a minimum levy, or as a final 
levy that is either globally merged or a 
schedular supplement. There is no argument 
for replacing the conventional income tax 
structure already in place, although 
suggestions for wholesale replacement can 
be found in the literature [Allais 1977 and 
Erbas 1993]. The closest to wholesale 
replacement of conventional assessment by 
presum ptive taxation was that attempted in 
the Bolivian tax reform of the mid-1980s, 
described along with other country cases in 
Section IV. 

Section Iloftbe paper defines presumptive 
norms and indicators. Section III examines 
efficiency andequity aspects of presumptive 
taxation, and legal issues. 

Presumptive taxation is levied to combat 
avoidance; evasion buttressed by high costs 
of verification and detection; and 
compfo—e difficulty because of the nature 
of the activi ty or perhaps at the lower 
income reaches, ignorance of procedures. 


to VI of experiments with presumptive 
taxation in the developing world. Section 
IV. 1 covers general asset-based presumption 
applied to the corporate sector, where the 
principal objective is to plug avoidance. 
Although for the most part directed at 
incorporated business, some levies extend 
right across the business spectrum to 
proprietorships, and in the case of the 1989 
Mexican minimum asset-based tax even to 
individuals with loans to business enterprises. 
Section IV.2 coven general asset-based 
presumption applied to individuals, where 
the objective is to plug evasion of wealth- 
derived income. Sections V and VI cover 
respectively agriculture, and small business 
and the tertiary sector, where there is a mix 
of compliance difficulty and intended 
evasion. Section VII concludes the paper. 
Appendix I is a brief examination of the 
scope for the application of presumption 
in India. 

n 

Defining Nonas and Indicators 

Presumptive norms establish the link 
between tax liability and observable entity- 
specific indicators. Credible presumptive 
norms require that indicators be chosen 
specific to each sector or occupation, and 
that the norms themselves be established on 
survey or other objective evidence. A levy 
that is not arrived at on some such 
objective basis does not earn the presumptive 
label." 

Criteria that come into play in the selection 
of indicator are ease of observation; 
difficulty of concealment, falsification, or 
substitution; and stability in relation to 
income. The same indicator may be more 
easily amenable to conceal mentand therefore 
less suitable for some occupati on s than for 
others. 

The type of indicator select e d det er mines 
the form of presumption chosen. One class 
of indicators consists of measures of entity- 
specific flowt at either the output or input 
ends of the activity. This estimation 
approach retains actual activity as the 
basis for taxation, and departs from 
conventional income taxation only in that 
actual income is estimated independently 
of self-declaration. 

A second class of indicators consists of 
stock measures of income-generating 
capacity, in terms of wire is possible with 
average or normal effort rather than as a 
frontier, without any reference whatever to 
actual current flows. Such capacity-based 


These objectives will provide the presumption may use as an indicator either 
framework for the survey in Sections IV the aggregate asset-base of the enterprise 


measured In financial terms, or a pbysi 
measure of one or a few key ass 
indicative of scale of operation. Where 
asset-base is embodied human capital 
in the case of self-employed profession 
the indicator has to be tome pr< 
measure such as type and level of fon 
qualification, in conjunction perhaps w 
years of professional experience. 

A third type of presumption, where 
entity-specific information of either 
flow or stock varieties can be accessed 
based on an income average acn 
enterprises. This type of flat presumpt 
results in a uniform levy pa enterpri 
What distinguishes this from a licence 
other such flat foe and qualifies it for 
‘presumptive’ label ia that there should 
an explicit underlying exercise based 
survey or other evidence establish: 
average taxable income for the activit 
question. 

Thus, there are three possibilities: 

(a) Estimation, based on flow indicate 

(b) Capacity-based presumption, basec 
stock indicators. 

(c) Flat presumption. 

The terms presumption and presumpt 
norms will be used quite generally in 
papa to cover all three. 

in 

Efficiency, Equity and Legal Aapei 

There are two approaches, somew 
orthogonal mutually, to the theoreti 
treatment of presumption. In the first, Ih 
is seen to be an efficiency advantage 
presumption based on potential incot 
i e. capacity-based or flat, ova taxation 
income actuals, whether estimated throe 
presumptive norms or based on sc 
declaration, deriving essentially fn 
neutrality with respect to the wotfc-leisi 
choice. Although well-known, 11 it 
restated in sub-section III. 1. 

In the second approach, it uincomeactui 
accurately meaaured and reduced 
individual-specific corrections for abilit 
pay, that is die theoretically ideal bese 
taxation. Presumption is a second-br 
carrying the cost of divergence Bum 
horizontal equity ensured by the pert 
income tax, but possibly yielding bene 
at the margin that might make it prefers 
under certain values of the telev 
p ar ameter s . This will be covered ia si 
section 0I.Z 

Sub-sections IU.3 and 111.4 cov 
practical r' ~ t' rt~ atiooi that arise in 
choice of indicator, and legal inn* 
respectively. 
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ffl.1 Ifrckmry a dva n tage of presumptive 
‘ taxation of potentiai income: work/ 
Udrntrt neutrality 

The potential income approach prescribes 
a flat aheohite liability per unit capacity, or 
per entity in the case of flat presumption, 
with a marginal tax rate with respect to 
incremental actual income {from the 
presumptive source) of zero. 

Formally, using the notation and model 
developed by Sadka-Tanzi (1993): 

If i * yn; where u actual income; y: effort 
index; n: normal income; 
then n * i for y * I; and dz/dy * n 
Thus normal income, n. is what actual 
income, z, is at normal effort (y * I), n is 
also the marginal productivity of effort in 
terms of actual income. 

The consumer maximises utility, u: 
u * u(x,y); where x: consumption; and y: 
effort index; 

du/tix > 0; duty < O-.tPuWx 2 < 0, rfti/dy 1 < 0; 
subject to x * z - T; where T * total tax 
payable. 

Thus, consumption, x. equals total post-tax 
income. 

If actual income, z, is the tax base: 

T * T A <z); ->T-T a (ny); 

Thus, x * ny - T a (ny); 

*> dx ■ [n - 3T A /3yJ dy 
Whereas, if normal income, n, is the tax 
base: 

T » T„ (n). Where the presumptive taxation 
function T h can incorporate any desired 
degree of progress! vity with respect to 
potential income; 

Thus, x ■ ny - T„ (n) 

=> • dx * n dy 

Thus, taxation of potential income does 
not reduce the pretax marginal productivity 
of effort. By contrast a conventional, or 
estimated, levy based on actual income lowers 
the marginal reward of effort. A corollary 
uf this is that the optimal tax on actual 
income is not necessarily progressive, 
whereat the optimal tax on normal income 
» necessarily progressive {Sadka-Tanzt 
1993:691. 

Implicit in the Sadka-Tanzi actual income 
function is a production function with an 
exogenously given endowment of capital, 

wtochis nctivaiedonly by effort; when 

y * 0. If K la the exogenously given 
endowment of capital, tangible and 
intangible, 

i * pq « p ff (Ky)}. where p is price and 
q quantity of output On the assumption of 
* constant returns to scale function, we have 

!* * P & cm n , 

Thus, normal I ncom e per unit endowment 
can be d e te rm in ed at y - I. K is the 


occupation-specific asset indicator. The 
total tax liability of an entity it determined 
by its scale of operation in terms of units 
of K. 

Presumption can alto be applied without 
occupation-specificity, on total assets 
aggregated in value terms. A special cate 
of this is the minimum asset-based levy on 
corporations (with offset against actual 
income tax, and therefore not an ‘add-on*), 1 ’ 
based on a minimum presumptive rate of 
return. A presumptive levy, even as a 
minimum, carries an efficiency incentive, 
where a minimum add-on does not Until 
the prescribed benchmark rate of return is 
attained, the incremental tax on income 
actuals is zero. Firms or individuals earning 
rates of return on assets below the mini mum 
presumed pay an implicit tax on income 
actuals at a rate higher than the prevailing 
corporate income tax rate, which increases 
the greater the performance shortfall. 14 
The Mexican design carries an incentive 
even for returns in excess of the minimum 
and for the accurate reporting thereof 
(see Section V.l). 

Any minimum levy on businesses, 
whether presumptive or add-on, raises the 
marginal effective rate of tax (MERT), and 
therefore depresses investment incentives. 
However a recent study of this effect, 
explicitly incorporating uncertainty, 
establishes through simulation that the 
MERT increases much faster with uncertainty 
within conventional corporate taxation than 
with the introduction of a minimum levy 
[Eslache-van Wijnbergen 1992). This is 
because the conventional corporate tax gives 
the government an equity share only of 
positive profits and not of losses, and the 
minimum tax is merely an additional put 
option on the equity share giving further 
downside cover. If the enhanced revenues 
from a minimum corporate levy can 
contribute significantly to macro-economic 
stability, and hence to stability of corporate 
profits, there could be an overall fall in the 
MERT, even though the direct impact of the 
minimum tax increases the MERT (Estache- 
van Wijnbergen 1992:15-19). 

Corporate minimum taxation can also 
be turnover-based. A turnover base, 
however, when applied at a flat rate 
across all sectors of industry, lacks the 
economic justification that an asset base 
has. The rate of return to capital, adjusted 
for differences in risk, should in principle 
be equated across sector* by capital flows, 
unless impeded by entry barriers. By 
‘contrast, it is impassible to pre scri be a 
uniform share of taxable income is total 
turnover across all sectors. 


Among the class of studies that commend 
the efficiency properties of presumptive 
over stabxory taxation mention should be 
made of ooe already cited above for iu 
recommendation of presumption as 
suitable for global rather than just 
selective sources of income [Erbas 1993). 
Following from this recommendation, 
Erbas investigates whether presumptive 
taxation of global income would contri¬ 
bute to macro-economic instability 
because its ex ante determination robs it 
of the automatic stabiliser property of 
standard progressive taxation. The results 
of such investigations are so closely a 
function of model specification that it it 
impossible to accept any unqualified 
conclusion; within tire Erbas fr ame wor k 
of rational expectations, presumptive 
taxation actually works out to be mom 
conducive to macro-economic stability 
under certain values of the relevant 
parameters. 

III.2 Presumption as a second-best 

If the starting premise is that the ideal 
measure of ability to pay is the individual’s 
gross income reduced by individual-specific 
itemi sable deductions, presumption becomes 
a second-best option which trades off the 
accuracy of tax-base measurement against 
the cost of that measurement Slemrod- 
Yitzhaki (1994) identify the parameters 
governing the optimal presumptive tax. 
where it is presented an option to be 
exercised by tlv taxpayer. The particular tax 
considered is the standard deduction, which 
in the US is an alternative to the claiming 
of itemised deductions. The optimal lew! 
of the standard deduction becom e s (had 
which equates at the margin the benefit, ia 
terms of the saved resource cost of dahaiag 
and verifying itemised deductions, and dm 
cost, which is the social price of the 
divergence from the horizontally equitable 
ideal oa account of taxpayers opting flor fie 
standard deduction. The mode) caa be 
opentianaliaed if the Joint dt s l ri bu ti na of 
incomes and itemisable deductions, and d* 
costs of collection isdudiag rneyliaaro 
costs borne by the taxpayer Msasetf, am 
known. Although the social price {tend 
upon divergences from ideal hori m e tal 
equity it not objectively 
model can be solved far k on that 
that the given level of \ 
standard deduction in this case; is 
Siemrod-Ykahab (1994) do this wMtOS 
income tax data, an 
tbere is aero 
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of evasion could aherthe remit Specifically, 
as is frequently the case in developing 
countries, if there is regressive enforcement 
of the income tax among salary recipients 
who are at the lower end of the income scale, 
the introduction of presumption would 
actually constitute a move towards, rather 
than away from, horizontal equity. Another 
way of stating the same thing is that, for t 
typical developing country, the resource 
costs for a zero-evasion enforcement of the 
horizontally ideal tax are so high, that the 
coats of departure from that ideal through 
presumption are negligible by comparison 
at any reasonable valuation of the social 
price of divergence from the ideal. 

111.3 Choice of indicator 

There remains the necessity of ensuring 
' that any use of potential income must not 
violate notions of justice as perceived by the 
taxpayer. This may be mote a function of 
equity within than across professions. An 
unstratified levy with a marginal tax rate of 
zero might be perceived to be grossly unfair, 
if incomes are seen to be a function of 
envi ron m en tal factors unrelated to personal 
effort. 

In the model in Section III.I, actual 
income per unit endowment, z/K. is a 
deterministic function of effort alone; in 
practice, there is a stochastic element, and 
a host of qualitative environmental 
variables, of which location is only one. 
which enter along with effort into the 
deter min ation of actual income within a 
particular profession or occupation: 
z/K,« a + X P,d ( + f(y ( ) + e, for the ith 
taxable entity, where d are a set of 
dummy variables for the qualitative 
esviro-nmenta! factors, j = I ,...n; and e, is 
the error term. It is only in those profes¬ 
sions where the levy is stratified with 
respect to all significant environmental 
factors, and where the systematic 
compon ent of actual income is large vis- 
a-vis the stochastic component, that 
presumption can be intra-occupationaily 
eq uita b l e, and be perceived to be so. In 
practice, since the effort variable y is 
difficult to observe or proxy, the empirical 
basis for any levy based on potential income 
is a simple average across all levels of 
effort, with intercept dammies for location 
and other qualitative factors influencing 
incom e 

Finally, although the need for 
stratification has been prescribed in die 
context of presumption bated on potential 
income. It applies equally to presumptive 
norm used for the application of estimated 
taxation. 


In the pro d uction function dtoetsfem of 
Section m. 1, the preaumptive Indicator fens 
hero assumed robe indicative of production 
capacity in terms of factor endowment 
The use of consumption indicators like 
quality of housing for example is also 
possible, but not advisable. Consumption 
patterns are not sufficiently uniform or 
stable that one or a few non-concealaMe 
items of consumption can be related to 
total income in a way that is presumptive 
rather than capricious. 11 

Indicators used for estimation or 
presumption of potential income, must 
necessarily be occupation-specific, but it is 
possible nevertheless to list some desirable 
properties of quite general validity: 

(I) Prevention of avoidance/evasion: In 
general, the class of stock indicators used 
for capacity based presumption carries 
lower substitution and concealment 
possibilities than flow indicators, although 
this may be more true of immoveable 
assets like land than moveable assets like 
livestock [Bird 1970:90]. Some flow 
indicators like electricity and water 
consumption also carry low substitution 
possibilities, and may be easily observed 
if information routinely collected for other 
purposes, such as utility billing, can be 
easily transferred for use by the tax 
administration (although there always 
remains the possibility of usage of these 
inputs through unmetered channels). 

In the class of flow indicators, turnover 
is easily concealed f Ahmed-Stern 1991:277], 
much more so than inputs in general. 1 * 
Within the class of inputs, the indicators 
chosen must not bias factor or input choice. 
The most pernicious estimation indicator to 
use, especially in labour-abundant 
developing countries, is labour usage. This 
immediately invites a change in labour 
contracts away from direct employment . 1 " 

(2) Physical or value specification of 
• indicator: In the class of asset indicators. 

valuation is unavoidable where presumption 
is bawd on total assets, but where a single 
asset like land is used, specification in 
physical terms avoids vahu^on proble ms . 
Schemes of the sort suggested by At Isis 
(1977) for expropriabte self-declaration arts 
R^QiOUit ow ninj to KHmmsser. 

(3) Asset ownership or asset operation: 
Asset ownership « a base of p res um ptive 
taxation places the burden of tax liability 
upon the owner. This would be shiftable 
in an asset-leasing transaction in accordance 
with elasticity parameters. If the price 
elasticity of supply of leased (and Is fewer 
than that of d rm aa d , as is p l sa s l blf. the 
levy will be largely borne by the supplier. 


and the equilib rium qaaatnai leaetn 
decline. Presumption based on 
ownership is likely therefore to the prei 
of the assumed elasticity configured 
be detrimental to leasing, which in the 
of agricultural land nay be an objc 
independently desired: most reported 
of presumptive taxation especially ua 
to agriculture are based on ownershl 
general, however, the choice of 
operation (or occupancy in tha cat 
housing) rather than ownership as tb 
i nd ica t o r will be more neutral in its in 
on leasing and factor flows, and is prefe 
for that reason."’ 

1II.4 Legal issues 

Estimation approaches, where presi 
tive norms are used to generate im 
actuals independently of self-declan 
amount to a standardisation of the 
sion for ‘best judgment', which exit 
most conventional tax systems 
assessment prerogative over self-'" 
ration. Thus estimation might not 
prima facie to require special legist 
for its introduction. However, it has 
remembered that the threshold fo 
application of best judgment is a file 
return, so that some additional 
provisions may be needed for the 
cation even of estimated taxation to 
not voluntarily filing. 

The need for legal sanction for presum 
based on potential income may be 
greater.’ 1 although even here there 
departure from the principle of tax 
according to ability to pay. In the war 
one expert. "The essence of the presum 
method is to assume that taxable incot 
related in relatively fixed ways to 
factor (or factors) which can be more : 
verified than income kseir (Bird 197. 
The shift is not one of principle, but a 
the basis of measurement. 13 

The legality of the levy is closely Hi 
to the rebattaMlity of it. It aeema dew 
preaumptive norms will be robust i. 
face of legal challenge only if 
remain at all times an option . wit! 
alternative of sdf-dedaratioe availab 
those who satisfy in full a stringent ‘ 
keeping requirement. The right to : 
has to be backad by satisfactory h 
of n cc oo n tt. where what is satisfsc 
must be statutorily proscribed, inclu 
occupation-specific prescriptioni 
pacntitsIWa non-accountablc expanse 
the tame rime, the norms th emse lves 

to remain legally kntaUhk, withou 
pre^deiaa fee .s^jssv'.tsrs 

ent Uy- tpe ej fi e co nd itio n s , I fntMWW 



mvbmamui consider¬ 
ations is per mitt e d sad wkMy used, the 
system approaches taxation based on 
income actuals, and loaes the adminlstrmti ve 
advantages of using presumptive norms. 
Any attempt to improve the acceptability 
of presumptive norms through understating 
invites entrenchment of interest in special 
tax treatment 

Another possible legal solution might be 
todifferentiaie presumption altogether from 
income taxation, and to prescribe 
presumptive levies in lieu of income tax. 
The difficulty is that unless this option is 
available to all occupations, it is open to 
serious challenge on the grounds of inter- 
occupational inequity. 

IV 

Experience in Developing 

Countries: General Asset-Based 
Presumption 

IV. 1. Asset-based presumption: corporate 
entities 

Corporate income tax legislation all over 
the world, no matter how streamlined at 
the outset, acquires an adhesive accretion 
of special concessions and provisions 
over time. A-secondary interest group 
develops, in the form of tax planners 
skilled in the arts of tax minimisation 
within the framework of what is legally 
permisaible. Profit-making zero-tax 
companies area worldwide phenomenon. 2 ' 
An indirect attack from the flank through 
presumptive taxation may succeed where 
a direct attempt to expunge special 
concessions may fail, and serves also to 
plug evasion, such as for example, through 
transfer pricing by multinationals. It is far 
easier to put a floor on such practices 
through presumption than to attempt a 
direct attack through construction of 
arm's length prices. 

Table I presents a summary of asset- 
based presumptive levies currently in force 
in the developing world. The recent spate 
of these undoubtedly owes its parentage to 
the 1912 U S. corporate alternative 
minimum tax, which however was neither 
presumptive nor asset-based. 14 Assets are 
the usual but not the only possible base 
upon which to rust presumption of corporste 
taxability. French corporate presumption, 
and by extenaion that in Francophone 
Africa, it based on turnover rather than 
•nett, with ream fixed by turnover slab.* 
However, because turnover hntnir** 1 "*!*' 
boo* carries m theoretical justification 
«lm applied across all sectors of iwtawy 
(Section M. I >. the review that follows is 


confined to the asset ha serf levies Breed fat 
Table 1. 

Asset-based minimum alternative taxes 
(MATs) are quite d is tinct from asset-based 
minimum add-ons, which are not 
presumptive in intent and are levied in 
addition to conventional income taxes with 
no crediting provision. Minimum add-ons 
are not the same as property taxes either” 
From a purely revenue viewpoint, there is 
no reason for choosing a MAT over a 
minimum add-on. As was seen in 
Section III. I, however, a MAT contains an 
efficiency incentive, where a minimum add¬ 
on does not. With the Mexican MAT model 
(see below), even taxes in excess of the 
minimum in one year can be carried back 
and set off against the minimum taxes paid 
in excess of actuals in a past shortfall year, 
so that firms are urged to strive for the 
minimum rate of return on average over the 
business cycle rather than every year. 
Final presumption : The only example of a 
final presumptive levy, substituting 
completely for a conventional corporate 
income tax. is that introduced in Bolivia 
with the tax reform of 1986. Final levies of 
this type arc not eligible for foreign tax 
credits under lax legislation presently in 
force in the major home countries of 
multinationals. 11 

At 3 per cent 1 * of net worth, the Bolivian 
levy rate on assets is the highest among those 
in Table 1. There is however some latitude 
in the timing of-the payment. 1 ® Three 
exempted sectors (electric utilities, mining 
and petroleum) continue to be taxed on 
income in the conventional way, at rates 
between 30 per cent to 40 per cent. Despite 
its severity, the Bolivian levy seems to have 
been accepted, although this acceptance may 
have been a function of the extreme macro¬ 
economic chaps that prevailed at the time 
of its introduction. Together with other 
starkly simple measures introduced in the 
fiscal package of 1986, it was an outstanding 
revenue success. 11 Problems with its 
functioning, such as that it removed the 
incentive to report accurately expenses 
including payroll {Byrne 1994; 5371, 
leading to base erosion in levies such as the 
VAT supplementary (see Section I V.2), are 
not the reason for its expected conversion 
to a MAT, which is a result merely of the 
lack of an international agreement on granting 
foreign tax credits for income uxod 
presumptively. 

Presumptive minimum; Bocaasf of the 
foreign tax credits requirement, m i ni m u m 
presumptive levies we designed so tint tire 
conventional corporate income tax remains 
payable in full with a crediting provision 
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against the minimum asset-based tax, rather 
than the other way around. Where it is the 
other way around, es in Venezuela and 
Ecua dor (see notes VI and E2 to Table 1), 
the problem with securing foreign tax credits 
remains, given the present structure of 
corporate tax legislation in (he US and other 
home countries.” The levy rate on assets 
di vided by the parallel income tax rare yields 
the underlying presumption regarding 
minimum rate of return ” In Colombia and 
Nicaragua, the mini mum presumptive rale 
of return is explicitly stated, and there is ao 
prescribed levy rate on assets. 

Mexico m December 1988 14 enacted the 
first of the MAT wave in Latin America, 
from which die only prominent countries to 
have abstained are Chile and Brazil. The 
Mexican levy invited followers became ft 
was an unqualified revenue success and 
proved to be robust in the face of legri 
challenge [McLees 1991a: 118]. Mexicm 
corporate income tax collections increased 
spectacularly after the MAT,” even though 
the direct collection under MAT remaim 
only 5 per cent to 8 per cent of the lotaL 
It must be remembered that because of the 
design dictated by the need to facilitate 
foreign tax credits, direct revenue col lections 
under MAT are recouJed ontyfor the excess 
of the minimum over actual liabilities m any 
year, and are therefore not indicative of Its 
total contribution towards corporate 
collections by way of the spur to belter 
performance and more accurate repotting 
of actual incomes. In the words of Diaz, 
the architect of the Mexican assets tax, the 
MAT is “one of the few taxes the su cces s 
of which is measured by how little is 
collected” [Byrne 1994:534). 

There are ckariy two essential requite- 
menu for the revenue success, in terns of 




total corporate collections, of a MAT. Hot, • 
the threshold mmiir.uni i«e of return an . 
assets must be near enough to, pre fe rabl y . 
at, the average pre-levy rate of ooqMasit 
return, to serve as an adequate i*y . t 
incentive. 1 * Secondly, the design or adutiaf- yjj 
stiatioo of the tax has Id cany m incentive * 
for accurate reposting of actual sncomc. 

Both requirements vrere met in tireMeaicm ! '£i 
erne. The rate of aaaet levy was ■uriamlagit;;.**' 
at its initial rate of 2 per cent thsnngh ■'> 
nuayamettimana of tie taw since te flon 
in trod net ion f rom Janua ry 1,19fl9.* Ateap 
iu the corporate tax nee from 35 paroeat V 





Tau 1: Asmr-BAsao PaaMnwritt TAXAicrntwOoereum MentalDavauxwnOouwAutu;M4* 


Country 

Paraflel 

_Presumptive Tax 


BunnaKnariiim 

rreWBniVC 

Carry 

Spwlil 

(1) 

Income Tax 
Rate 

(2) 

Coverage 

(3) 

Asset Base* 

(4) 

Levy Rate 

(3) 

Rale of Return Back** 

(Col 5 +Col 2) 

(6) (7) 

(!) 

Bolivia 

(1986) 

i None 

ii 30-40 
percent 

All except (ii) Net worth 
(year end) 

Elect; mining-, less (a) 
petroleum 

3 percent 

Note 

Final 

- 

a Non-coovnerciai, non-industrial assets, 
b Presumptive property taxes can be c ruth Sod. 
c M inimani tax oo mining" 2.5 per cent of turnc 




Provisional Minimum Alternative (MATft 


Mexico 

(1988) 

34 per cent 
(see Ml 
and M2) 

All except 
financial 

ndpf 

Total assets 2 per cent 
(year-average) (see M2) 
less (•) 

(see M3) 

3.88 per cent 
(aee Ml end 
M2) 

10 yean 

e Debt owed to Don-financial institutions, 
b Applies to non-cotpcrWc business including i 
viduals with loans to businesses (except for a 
business). 

c Grace period: 3 years (see M3). 

Argentina 

(1989) 

30 per cent 

i All except 
(ii) 

ii Financial 
sector 

Total assets 
(year end) 
Toad assets 
(year end) 

1 percent 

3.33 per cent 

None 

Imposed for 9 yews January 1,1990; Abolishes 


0.4 per cent 

1.33 percent 

rvonc 

some regions; w e f June 30.95 for all odiers. 

an- * 

ru|uii 

(1990) 

33 per cent 
(see N2) 

All >4 years 
old 

Total assets 
(see N3) 

0.3 percent 

1.43 percent 

None 


Pttu 

(1992) 

30 per cent 

All 

Total assets 
(year end) 

2 percent 

6.67 per cent 

None 

See PI 

u>- 

VCBCXB6H 

(1993) 

20-30 

percent 

All 

except (b) 

Total assets 1 per cent 

(year-average) 

less (a) 

3.33-5 

percent 

Cany 

forward; 

3 years 
(see VI) 

used for exempt incomes (b); see also V2 
b Public sector, charitable: price regulated ptodi 
primary sector; residential property; exports, 
c Applies to non-corporate business 
d Grace period; 3 yean. 

Bcuador 

(1993) 

25 per cent 
(sec El) 

All 

Total assets 
(opening) 
less (a) 

1 percent 

4 per cent 

Carryforward ■ Current liabilities. 

(see E2) 

Nicaragua 

(1994) 

30 per cent 

All 

New worth 
(opening) 

(aeeNI) 

4 per cent 

None 

■. 

(1974; 

soeCI) 

30 per cent 
(see C2) 

All except 

price- 

controlled 

Net worth 
(opening) 

■ess (a) 

(see C4) . 

5 percent 
(ice C3) 

None 

a Shurea/purmersliipu in Colombian cotppaniea.i 
productive lasers. Also catastrophe-exetaptk 
b Applies to all including non-corporate baahn 



Central Notes $ Total assets include fixed atxetx net of depreciation. 

* At at the time of writing. All feature* at presently in operation may not have prevailed at the date of introduction. 

** The typical MAT design calls for payment of current income tax in fall, with credit against current MAT. MAT that beco 
payable only if it exceeds current income tax. Where carryback exists, any unclaimed credit in excess of current MAT cat 
credited against MAT paid in previous years, and a refund obtained. See also VI and E2. 

# Provisional in the sense of not constituting final settlement of income lax liability for the year. The Minimum Alternative 
(MAT) is to be distinguished from • mini mum add-on superimposed on the corporate income lax with ao crediting pro vis 
There may be requirements of advance payment in respect of both the alternative tax and the corporate income tax. 

Chantry Notes: The references in parentheses are to country note numbers that follow 

Colombia: (Cl) The provision has undergone many mew changes since its introdactioa in 1974 at aa 8 per cent presumed mini mam rat 
return on assets of ail taxable entities, corporate and individual. 

(C2) There is a special surcharge of 25 per cent on the corpor at e income tax which can be taken as a deduction on taxable toco 
(C3) The rate is scheduled for further reduction to 4 per cent in 1994. but Price-Waterhouse reports the present rate at 3 pur c 
(C4) There is no prescribed levy rate on assets. The presumed tMe of mum oa assets Is taxed at the prevailing oo r por um inn 
tax rale. 

Bcuador (Bl) The oil sector is taxed at 44.4 per canton distributed, and 23 per cent oh undistributed profits. 

(E2) The Ecuador MAT illegally a basis for estimated tax payable in advance, It is noo-refuudabte, but can be credited aga 
future income tax payments. In design this poses even more of a problem than the Veaeueulau from the feneiga ms era 
viewpoint since unlike the Venezuelan. H is tbe estimmed tax that is payable in the firm Instance. However, linen tin rat 
levy is low, actual paym en ts are likely to exceed estimated paym en ts hi most canes. 

Met ice: (Ml) The corporate income tax rate of 34 per petit is reduced to 17 per com for primary sector activities and book publishing 

per eeat if theae activities are 'iadestriaBeerf*. A 2 per cant asset-baaed levy an these sectors hnpllsi presumptive rate 
return of 11.76 per cent and I par cent resp e ctivel y. 

(M 2 ) The October 1 W 4 tripartaspacto bet ween h n i hw i a. wo rk e r s and g o msw ai n ade iinrf the l evy re t a ke 1.1 par cent along* 

• h ffttf CaOMMUilCIMH fna Mf| ttfktMl Mjmy U mi hMHM TW> mMta Mr kmm h*n llW Afl BM 

nmmnsuw n^w s^re smn t^^m tw tmrs rntM^^rm* s^^n ^hi^u matvw anp^w sw vS^^hi msamt 

economic crista nf D e ce mbe r 1994. 

(M3) Taxpayers can decs loess the aaaetbaee for the second preceding year iastaad of the cmrem year. This aUewtfbr a two-) 

lag hi taxability at dares ofrbailares nrpmil—. 

(O 








T/aul:A«tT'BAmPiaKMnivi Taxation or CmwomiiImcom w DavaiinmOoiwnM: 1994* (CaMrf) 


MeaMgM: (MI) A* la the eve of Colombia, there U no asset levy rate, only e presumed me of return to which co rporate nceme tax met 

•pp^y 

Niferte; (N2) New c omputet below • turnover threshold we taxed at 20 per cent. 

(N3) Opereiet t four-base tax of immense complexity. The mini mum tax it on business more than four yean old. and is the 
highest of two levied oo different asset bate* (0.5 per cent of total assets; 0.25 per cent of paid-up capital) and two 
others (0.5 per cent of gross profits; 0.25 per cent of turnover). On turnover in excess of an absolute threshold, the rate is 
halved 

Pent; (PI) Until the end of 1993 there was ■ 2 per cent capital tas on net worth imposed as an add-on, which however could be credited 
against the MAT. This complication does not now exist. 

VstMSunla; (VI) An exception to the typical MAT design in that excess asaets tag paid can be carried forward for credit against income las 
payable in excess of the MAT in future yean. This design reduces foreign tax credits claimable by rnttltiaabonali to the extent 
of the carry forward. 

(V2) Also assets used to provide public utilities and mass transit Some of these exemptions are for a fixed term after which 
they are taxable. Deposits of financial institutions (banks and insurance companies) are deductible only to the extent 
of 'monetary' assets, which are defined as bolivar-denominated debt securities (equity securities are in any case 
exempt). 

Sourer. Price Waterhouse (1994); Byrne (1994); McLees (1991a and 1991b), supplemented with reference to country sources where 
possible 
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dropped the rate for the first time, to 1.8 per 
cent, along with a further reduction in the 
corporate income tax rate; the pacto may 
have been ftirthcr revised in response to the 
subsequent macro-economic crisis in 
Mexico. 

The baac of most of the levies in Table 1 
is total assets rather than net worth. In the 
Mexican case, it was total assets less 
disintermediated debt.** Surprisingly, the 
MATs which followed the Mbxican, with 
the single exception of Peru, all adopted a 
much lower nte of return as the presumed 
minimum, despite what was in most cases 
a larger tax base (Table I). Peru alone 
presumed a higher minimum rate of return 
of 6.67 per cent , but because of a lower 
parallel corporate tax rate, the levy on assets 
remained at the Mexican 2 per cent. In all 
other cases, the presumed rate of return docs 
not exceed 5 per cent, and is paradoxically 
lower even where the base was net worth. 

The second reason for the buoyancy of 
corporate collections in Mexico is a 
'carryback' provision whereby any excess 
of actual over minimum liability, although 
payable in full, can be carried back ten years 
for credit against past excesses of minimum 
over actual, i.e. past payments of MAT. and 
a refund obtained.This provides an incentive 
not to u nderreport actual incomes even in 
year* when actuals exceed the presumptive 
minimum, and paradoxically serve* at the 
«me time to mitigate the severity of the 
Mexican levy. 

The Importance of the Mexican carryback 
Provision is evident in the steady increase 

m the carryback period after the introrkjct ton 

of the tax.* Even though this provision 
Aluica the severity of the Mexican levy, it 
ta been criticbod on the pounds that a 
rcfuod la granted to companies in yean 
**»> they amdfc least Instead, a provision 
for aredltiQg of actuals against current and 


future MAT liabilities, would give relief 
from MAT in years of poor performance 
when it is most needed [Byroe 1994:538}. 
This preserves the incentive for accurate 
reporting, although perhaps less effectively 
for companies which expect to. perform 
consistently at or above the presumptive 
threshold.*" Only two of the seven followers 
of Mexico have carryback or carryforward 
provisions, perhaps because of the lesser 
severity of the tax, and neither has it in the 
form suitable for foreign tax credits.* 1 

A third requirement for the effective 
functioning of a MAT is simplicity of design. 
Since the fundamental purpose of a MAT 
is to combat corporate tax complexities, the 
MAT itself must not be burdensome to 
administer. In this respect, however, the 
Mexican design is not the best. 

A total asset base, is in general preferable 
to net worth. It places a floor to the bias in 
favour of debt finance, and the consequent 
incentive for earnings stripping through 
interest payments, which exists in (he 
conventional corporate income tax unless it 
is suitably reformed.* 5 With net worth, the 
problem of having to detect fraudulent debt 
remains.*' However, a total asset bare results 
in double taxation ofinter-corporate lending, 
and is unsuitable for the financial sector. The 
Mexican solution is a total asset base, with 
the financial sector excluded from the ambit 
of the tax, and all disintermediated debt 
deductible from the total asset base of the 
borrower. Any resultant loopholes are 
plugged by extending the assets tax right 
across the business sped mm to include 
proprietorships, and even individuals learSng 
to the corporate sector. Since the financial 
sector is not subject to the MAT, Inam from 
financial companies erecotropondingty not 
deductible from the taxable asset baae of a 
congmny.Thisiiuroducesabiaa incorporate 
preference xgamst intermediated borrowing. 


Individuals on the other hand would be 
biased in favour of intermediated lending, 
since hank deposits are not taxed. The final 
configuration of interest rare* will deter mine 
the ultimate incidence of this non-neutrality. 
There could however be an efficiency 
outcome if competition betwee n banks in 
the bid to place funds leads to internal 
restructuring and more efficient functioning 
of banks. 

The Argentinian MAT which followed 
upon the heels of the Mexican, had a for 
simpler, and for that reason preferable, tax 
base. Levied si I per cent on total assets 
without deduction of sny liabilities for the 
nine fiscal years commencing Janaary I. 
1990.** it applied also ro banks and other 
financial entitle; at a reduced rate of 0.4 per 
cent . The provision for taking ye a r-end 
instead of avenge yearly values for asaets 
as in Mexico*’ also made a ssess ment for 
simpler. The Argentinian lAy tike the 
Mexican was a success in revenue trims 
The decision to withdraw it with effect Craft 
1995 (already in effect as of . Se p t e m ber I, 
1993 for companies in agriculture, mining 
and construction) is reported to be • 
reflection not of the failure of the MAT mas 
of a new-found confidence in enforcement 
capabilities with respea to the conventional 
corporate income fox (Byrne 1994:536}. 

Other total asset-baaed MAT*, in Fern and 
Ecuador, are even simpler than the 
Argentinian in design, with ao concessions 
for the financial sector * afehm^b in dte 
feanomety complex case of Nig eria, total 
assets is one of four alternative bases, and 
Venezuela has a very Urge nandter of 
exemptions, which defeat the very | 
of a MAT. 

be necessary, such as for sectors! 
controls on outputs uapty a t 


'hi 


be a lowering of the i 



Tabu 2: Paamotive 
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1 . 



Geaeral Not*: The c a wnp of Francophone Africa is not co mpl et e, fa general. how ev er, presumptive schemes for smelt taxpayers 

Francophone Africa are judged to have failed beca us e they were not based on prior sectoral studies (Baldet. 1991: 26) 
Cama y Notes: (I) Israel. The tadrthim are the set of ladnh for each of 140 occupations where standard books of accounts are not widely maintain 
aa eclectic mix ofoutput and input flow indicators, along in some cases with slock indicators. is used to arrive at the cabins 
income of each taxable entity. This is then taxed at statutory rases applicable to all income. 

(2) Bolivia: There is no special provision for presumptive taxatsih of services, bat since die VAT seppkmsatMy (am Secttea IV 
heavily biases customers towards those who snppty VAT vowchers. there is pressure on service professionals to levy VAT. Tt 
are alio liable to pay the 2 per cent turnover tax on gross receipts, which coexists with the VAT. 

(3) Chile-. The Tax Unit corresponds to a certaia qnsntem of taxable income, indexed each year for infiafkm. Bach category ti 
is presumptively taxed it assented to have a taxable income in terms of a certain number of monthly or snn na l tut amts, wb 
is c on verse d to its indexed absolute etpstvaleai at current day prices to which (ha levy rasa Is thin app l ied . 

(4) Costa Mica-. Them la also a tO per cpnt Anal withholding tax on groat arnoaaa paid aa fees or oonmdaaiona to terv 
prafcsaio na li ; it is e n dear bow Ma scheme is m e s h ed with the presumptive income scheme. 

(3) Merucrr. Frier to the tax reform of I9fg, these wen two schemes. The Special Baits Taapayen asgims (Banes Bspucir 
de Tnhmarioa) applied to traaapott, primary and pobbthing antarpmes, and divided emer poa es tnte two m aepr. (hi 
bdow some threshold paid an mart based lamp fans levy while those above paid an nflianmd levy baaed on s prt 
coefflefem applied to actual turnover Them was also the Minor Taxpayers Reflate ( C oat rt b ey wp w M sec te a ) which * 
far saaafl en terp rises in ail other activities with a grass income below a thmahoM of S 70.000 - t 100000. these 
m ponad by Mekhetjee, 1994b to he c armnd y in r* tmes i s, ahheagh Sfcoms. IBM raportx feat tfm ca s h fl a w erhetrr-1 
mptacad both. 





U tt of itfun i, foO Mg h i>maccM*artly to zero. 
Two of the eight MATiiit Table I are based 
oa net worth. 

lo general, corporate presumption 
whether of simple or complex design has 
been successful in revenue terms, and to 
the extent this reduces uncertainty in 
corporate returns via greater macro- 
economic stability, could more than 
outweigh the disincentive effects on 
;nvestment of a rise in the tax burden 
(see Section 111.2). 

IV.2 Asset-bated presumption: individuals 

The case for a general asset-based 
(resumptive levy on individuals is much 
less persuasive than it is for corporate 
entities. Moat countries have tn place assci- 
based add-ons to the individual income tax 
in the form of wealth taxes. Successful 
evasion of these is a function of the high 
cost of accessing information on assets of 
individuals, and mere introduction of 
wealth-based presumption can do nothing 
to change the underlying information 
vacuum.* 7 Nevertheless, there air two experi¬ 
ments with general asset-based presumption 
for individuals, which are deserving, of 
attention. 

Final presumption: Bolivia, as a part of the 
1986 reform, removed the conventional 
income tax on individuals along with that 
on c or por at ions, and replaced it with a final 
asset-based presumptive tax|Silvani-Radano 
in Bird-Casanegra 1992.26: and Gillts 
1989:15J. The elimination of the income tax 
was however leas tidy than in the case of 
corporate entities, because the reform 
package included a 'VAT supplementary' 
levy at a flat 10 per cent on income from 
all sources* The VAT supplementary is not 
a conventional income lax because VAT 
paidbythetaxpaycr.alsoat 10 percent until 
March 1,1992. but now at 13 per cent. can 
be credited against it;** indeed, the motive 
for its introduction wasto plug VAT evasion. 
The VAT su ppl emen tary thus reduces to a 
ia* on consumption of goods and services 
supplied at the last point by dealers falling 
below the VAT threshold * and on savings, 
minus wlmt celt be claimed with VAT 
vouchers bought on what is now an active 
Mcondary market 

Thus, the Bolivian assets-based tax on 
individuals remain* as the only compre¬ 
hensive tax on income via presumption. Ii 
“ hosed 00 seal property owned m ihree 
PSrts mral property, urban real estate; and. 
‘"tarntiag^, powered vehicle* of all types 
including boots and mrcraft. Prom the rates 
«* wWeh wap pmgmaivciy fa*" 1 5 
10 3 per coot farted," it Is impossible to 


infer the underlying presumption regarding 
rate of return without a parallel income tax 
rate. If the VAT su p p lem en ta ry rate of 10 
percent were to be used** the only available 
proxy for the income tax rate, the presumptive 
rates of return range from 15 per cent to 
30 per cent, which seem rather high. The 
element of presumption in respect of the 
powered vehicle component, for which the 
rates of levy range progressively from 1.5 
per cent to 5 per cent, is entirely unclear. 
The tax is collected by the central 
government, with varying shares in the 
neighbourhood of 60 per cent earmarked 
for municipalities and local bodies.” It is 
reported to have been very successful in 
revenue terms although the rural land 
component is essentially inoperative in 
practice. 5 ’ 

Presumptive minimum: Colombia in 1974 
enacted a minimum presumptive levy which 
extended to all entities subject to an income 
tax including individuals, 5 * a measure 
considered to have been the most important 


ia the ra^or tax reform package of that year 
[McLttre in Gtliis 1989:61 J. Income was 
p res u med lo be 8 per cent of net worth, 
reduced to 7 per cent in 1990,** and further 
in stages to a present rate of 3 per cent. 5 * 
The rate reduction has been an accompani¬ 
ment to better inflation indexation of the 
asset base. An overlapping estimated levy 
at 2 per cent of gross turnover for 
individuals running businesses was, in 
force from 1983 until 1990. A tax on 
income actuals was computed in parallel, 
and the highest of the three was payable.” 
The presumptive levy coexisted also with 
a net wealth tax until the latter was phased 
out with effect from January 1992. The 
presumptive provision is judged to have 
increased collections by 25 per cent at the 
top despite avoidable defects 5 * [McLure- 
Zodrow 1990], although not because 
improved information on the asset holdings 
of individuals resulted from it; indeed, 
with the withdrawal of the parallel wealth 
tax in 1992, it is expected that the 


Table A. I: Income of Commekcial Entemmses in ike Sebvkz Secon, 1983-84 


NIC 

Services 

Number 

Estimated 

Average Workers 

Gross Avenge 

Avenge 

Code 

Sample 

Number 

Per Enterprise 

Income (Rs 10') 

Wage Per 



Enter- 

of Enter- 

Owners/ 

Hired 

Per 

Per 

Hwed 



prises 

prises 

Partnea 


Enterprise 

Partner 

Worker 
(Rs 10*) 

(1) 

<2) 

(3) 

(4) 

(5) 

(6) 

0) . 

(8) 

(9) 

96 

Persons!' 

7980 

818264 

1.54 

- 

379 

2.14 

- 


laundries, 
barbers hops, 
photographers, 
etc 

935 

76865 

1.24 

1.66 

7.50 

f> .5 

3.28 

93 

Recreation: 
including motion 

$66 

52301 

2 11 

— 

2.83 

1.34 

*“ 


picture production: 320 

36045 

1.59 

7.14 

21.33 

13.42 

3.35 


distribution end 
projection; 
theatrical and 
cultural services 








93 

Medical 

2010 

206602 

1.06 

- 

605 

5.71 

- 


(non-governmental, 








excluding 

1272 

122848 

1.09 

2.84 

9.69 

8.89 

3.1* 


veterinary) 





. 


" 

83 

Legal 

868 

67268 

1 02 

- 

9.07 

8.89 

- 


306 

39571 

1.13 

2.56 

32.62 

28.87 

9.21 

82 

Business and 

1474 

123999 

1.27 

- 

4.04 

3.18 

- 


real estate 

592 

44395 

1.28 

2.24 

13.66 

I0J67 

451 


4 


m 




Notts. (I) For each occupation, the first row of figaret is for 'owe > etuaas oauphulOWart. 
hiring any workers; the second for eare rpriacs hiring one or mote washes Thar 
samples were independently selected, sad agepanae twavaaaod, far—chofthaetwa 
. strata. 

(2) Gross rather than net income par em p ri se h give* here 1 

depreciation nor assets me available !a foe Bootee pubikadow fee OABa uai t 
medical enterprise*. Although, the deftaMoa of openttag torptea is gbrna as Salat 
receipts miaul total n p e adi t ar ts defined to include addfoows to fined 
figures suggest that ia prectio* Oris was oot < 
were (correctly) i 

Govenyem of tadia. Hhdwrj of Ha—lag. Co oa ral St at is t ical fbgwriaaataa (iWk 
Department of Statistics, E mtr prim Survey, i*J4H: Mtptm cm fort** 
Statement! 3 13. 3.3.3 and 3.3.3. New Delhi. 



Sflurre: 


A 



information base and enforcement 
capabilities with respect to the presumptive 
levy would weaken [McLure-Zodrow 
1990:971. The incremental contribution of 
the levy probably hinged fairly crucially 
on the provision whereby returns showing 
actual income below the presumed 
minimum were subject to investigation and 
audit [McLure et al 1990:139]. 


Where the pre-existing information 
base on the asset holdings of individuals 
is weak, mere introduction of a presump¬ 
tive minimum on wealth-derived income 
cannot improve it. But where the base 
exists because of an income tax reinforced 
by a wealth tax, it is possible to argue that 
a presumptive minimum which operates 
as in Colombia as an investigation 
threshold, would improve the enforcement 
of taxation of wealth-derived income. 

In any net worth levy of this type, there 
are problems with fraudulent debt claims. 
The recently introduced provision in 
Colombia to allow deductions only for 
debt incurred to purchase assets included 
in net wealth is difficult to enforce. The 
introduction of justifiable clauses to avoid 
hardship, such as catastrophe exemption 
(especially with respect to agricultural 
assets), and exemption for sectors where 
the output is subject to price control (such 
ns for rent-controlled urban housing), opens 
the door to other less justifiable exemptions 
(see Section V). 


Many urban property taxes on holdings 
of real estate are based on presumptive 
norms regarding the income yielded by the 
asset in question. Since the actual incomes 

from these assets are normally taxed through 
the individual income tax, property taxes 
are not normally regarded as presumptive 
income taxes, although they constitute the 
kernel of what could be expanded with 
up dated valuation of urban properties into 
a presumptive levy on income from urban 
real estate. ** 


Turkey operates a presumptive tax on 
individuals based on consumption 
indicatore such as ownership of assets like 
bouses and cars, foreign travel and number 
of domestic servants. Further details such 
aa whether h coexists with a conventional 


income tax. are not repotted {Bagchi 
1991:57], France has for many years 
successfully operated a system of 
coefficients u> generate income based on 
‘external ngnsof wealth’ such as ownership 
of consumer durables Idee yachts and cars, 
»>d the type and number of domestic 
servants. The resulting income becomes 
if it exceeds reported income by 
WOit than one-third.** 



Agriculture 


The case for the introduction of a land- 
based presumptive levy in agriculture, with 
a catastrophe-exemption provision, is widely 
considered to be incontrovertible. Even 
without intent to evade, agriculture, 
especially as practised in developing 
countries, with huge numbers of petty cash 
transactions, poses compliance problems 
because of the difficulties of record-keeping. 

The chances of defending land-based 
presumption against attack by agricultural 
interests are higher prima facie if the levy 
is on land calibrated in physical rather than 
value units, stratified by soil quality and 
irrigation, with location-specific yield 
figures that are continually monitored and 
updated. This can be done in terms of as few 
as three to four strata by soil/irrigation type 
for each region and a dominant crop for 
each, and is decidedly not the same thing 
as having to rate each farm. The physical 
properties of the soil are more immutable, 
or more slowly mutable, and therefore likely 
to be more robust in the faceof legal challenge 
than land value, especially where, as in the 
case of agricultural land, instances of sale 
may he few and far between. The additional 
difficulty with market value is that it 
incorporates location parameters such as 
nearness to urban agglomerations, unrelated 



purposes,* The alternative Of oath* 
potential use value (as recommende 
Bird 1974:237), involves the same proa 
of valuing uptfoted crop yields as 
recommended here, with the pos 
disadvantage of loss of transparency. . 
yield estimates and product prices use 
made explicit, the degree of updating o< 
thereof are easier to assess than w 
consolidated use value figure for 
Further, updated information on yield 
product prices requires no increm 
information beyond what is already coU 
from pre-existing data-co!lection nets 
in place for national income purposes, u 
updating of land values. The avoidan 
land valuation in any form also sidestep 
issue of bow to deal with structun 
improvements which may not be ) 
enhancing.* 1 Progression is possible 
aggregation of holdings by ownenh 
operation, hut leu easy to administer 
a flat-rate tax (Strasma in Bird-Oh 
1990:442]. 

The most enduring, and in that sent 
most successful, model is the French ‘fo 
system of presumptive taxalioi 
agricultural land, which is levied on 
measured in physical units at rates stra 
by region and farm activity [Tanzi ! 
Variants of the forfait on agricultural 
continue to be practised in Moroccc 
other Francophone African countries. 


Tasle A.2. Avatvit 1 worse and Tax Ljamuty or Lbual Eirmnusts. 1983-84 



No Hired 
Workers 

Rural 

—Hired Wnrtas 
Urban 

T 

Number sample enterprises 

868 

6 

300 


Estimated number enterprises 

67268 

633 

38936 

» 

PartacnfcMeiprues 

1.02 

1 

1.14 

1 

Hired wottenteuerprise 

0 

1 

2.59 

3 

Gross incomc/enterpnscs (Rs 10') 

907 

27.70 

32.71 

33 

Net Mcomefcnterprise* (Rs 10') 

- 

2661 

29.97 

r 

Tax payable (Rs 10*) 

- 

331 

449 

4 

Tax rate (per cent) 

- 

12,43 

14.98 

14 

Total potential tax revenue (Rs 10*) 


2104.39 

174803.17 

176961 


Nottr: i Legal enterprise* are defined as those rendering legal services such as by advoc 
banisters, solicitors,fi n d ers , mafchtiara, esc. 

2 The only way to obtain net income from the (rot* figure was by rep 

depredation, since fixed asset* at recorded ia the survey included land, and no bi 
■p of the aggregate is provided ie the published figures Depredation was record 
the survey as provided for by Use responding en t er p ris e, «d my or may out 
corresponded to income tat norms (the implicit depreciation pstesmage of fixed s 
was 9.3 i per cent for ratal enterprise*. 140 per cent for wtw>. No depre ci ation or 
figures were recorded for ea tei yria e * not hiring say worked. 

3 Tax payable is calculated si the slab rates for individual* prevailing ia 1913-84 (at 2 
cent between 13.000 and 20,000.30 percent up to 23.000; 95 par cam agio 90.00 
applied to enterprise income Where enterprise iacerHe was split by partner, dnas* 
l ** 5 ** 4 ■ correapoadtag levy oa dm i rear pris a at dm me for ragwmred form 

ati fo i wurw thmcannot be awdt without data on foe dbartbetioa of int w p ri i n by a* 
of partners, la any case, foe average an what of partners par aaa mprii iia net me ehei 




• y;.*r, ** r - 
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the French forfait at • rate per hectare by 
qiliHty of land, but a principal reason for 
it* failureaeesw to have been that soil quality 
classifications is terms of fractions or 
multipie* of the nation*] average, were based 
on outdated and therefore easily challenged 


valuation records {Tanzi 1991]. 

Anexampkofstucoessful valuation based 
system of very long standing is that in Chile, 
on income presumed at 9 per cent of land 
value until 1954, 10 per cent thereafter. 
(Foreigo-owned corporations engaging in 
large-scale agriculture in Chile pay taxes on 
income actuals.)*' The Chilean system is 
commended by Bind in his definitive survey 


of land-based agricultural taxation in the 
developing world, although even there, 
assessed values failed to keep up with 


inflation (Bird 1974.74|There is a provision 
for the indexation of property values with 
an index based on agricultural commodities, 
although this still leaves relative values 
unchanged, with a corresponding legal 
vulnerability. In Costa Rica, there is now in 
place * minimum presumption ai 5 per cent 
of the value of immovable property used in 
agriculture or stock-raising (1BFD-CIAT 
Database 1994), although the valuation 
mechanism is not known. Other valuation 
based systems include the presumptive (ax 
on agriculture introduced in Colombia in 
1973, at lOpercem on a value base excluding 
superstructures. The following year it was 
extended to all, including non-agricultural 
assets, at a lower rate of H per cent, the 
experience with which has already been 
covered in Section IV. 1 However, the power 
ol agricultural lobbies to subvert land-based 
presumptive taxation of agricultural income 
can never be underestimated. The history of 
the general auct-based tax in Colombia, 
covered in the previous section, is replete 
with concessions made for agricultural 


property.** 


VI 

SmI Bataan nod the 
Tertiary Sector 

Small hasinets and services are die other 
iwo conmtmfltt of the traditional hatd-io- 
iu sector, where presumption has been 
widely ni*d tocomM the proMem-s oHstpe 
numbera of potential assesses* m an 
"iformretaa vacuum 
There are four aoutces of difficulty here 
In service arerer activities like construction 
and trade, aad aomo avenues of small-scale 
tunufacforil*. the large volume of reenpt- 
'«« cash iraasactioni poset inherent 

Inotber service 


sector activities such at the medical and 
legal professions, practitioners do not keep 
books although perfectly capable of doing 
so. There is straightforward fraud in high- 
income sectors like motion-picture 
production and liquor franchising, with 
parallel sets of books and contracts taken In 
fictitious names. And finally at the lower 
reaches, there may be simple ignorance of 
compliance procedures. 

Table 2 lists (he several schemes that have 
been tried in the developing world. Despite 
the wide use of presumption in this sphere 
there has never been a published review or 
databank with even a listing of schemes in 
operation, tatalone accurate information on 
design, or on administrative or revenue 
success." 5 Perhaps the lack of attention is 
because these arc seen as ‘unfruitful’ sectors 
from a revenue point of view. Such scattered 
referenced as are available in the literature 
are seriously out of date, and current 
information can only be accessed from 
unsystematic country sources, frequently in 
the form of verba! communications from 
knowledgeable individuals. Table 2 is merely 
a compendium of information collected in 
this manner, and does not pretend to be 
comprehensive. 

The only experiment which is well 
documented is the former Israeli scheme of 
'Uchshivim’. or standard assessment 
guides. 1 * now replaced by tadnhim' meaning 
manuals. The earlier (achshivim were 
occupation-specific methods of estimating 
income actuals from an assortment of output 
and input indicators.*’ Essentially a 
cndiiicMion of best judgment assessment in 
the absence of the requisite books, tac hshivtm 
were not legislatively backed,"* although 
there did exisl as in most income lax syslems 
legal sanction for the application of best 
judgment (Lajitdolh I977:I29-45J. The 
system derived its credibility from the survey- 
based method by which presumptive norms 
were established,"* and u> remarkable 
acceptability from prior negotiation and 
agreement bet ween the relevant professional 
bodies and the las administration. However, 
alter the I97S law requiring that income 
taxation should be based on books of 
accounts, use of the tachshivim had to be 
suspended. Tax revenues suffered as a result, 
despite the introduction of designated sales 
machines, so that the system was brought 
back under the name of tadnhim with some 
differences. A major one is that prior 
negotiation with busineu groups ts no longer 
permissible, so that individual negotiation 
with the taxpayer assumes an enhanced rote.* 
There are now tadnhim fog 140occupations. 
These do not include physician* and other 


such groups considered to be qualified for 
maintenance of adequate book-keeping 
records of their activity. 

Elsewhere in the developing world 
(Table 2), the presumptive levies tried have 
been either estimated, or flat absolutes', 
asset-based levies either as a per cent of 
asset value or at a specific rase per unit of 
physically specified capital equipment have 
been more rare.’* The estimated levies are 
at a fixed rate on either turnover or total 
inputs, or where the base is a particular input 
category or set of inputs, like electricity or 
water usage, a fixed percentage of the 
corresponding estimated income. The 
Mexican estimated scheme is based on cash 
flow (replacing two cart ier schemes for small 
taxpayers; Shome 1994:19).” There is no 
schemp I'kc the Israeli, based on a mix of 
input and output indicators. 

Nothing is known of how these schemes 
functioned in practice, but turnover js so 
easily Jpncealed (Ahmed-Stern 1991:277] 
that an exclusive turnover base does not 
suggest success, unless small business and 
services are tracked by acomputerisedsystem 
of the kind likely to he found only where 
they are covered by a VAT. An ingenious 
scheme for verifying self-declared turnover 
exists in Bolivia, where the VAT extends 
also to services. VAT vouchers can be used 
by customers as credits against their liability 
on the 10 per cent flat income tat: this can 
lead to customer pressure for VAT vouchers 
under certain conditions. The administrative 
demands ol such a system even with 
computerisation are heavy, but in Bolivia it 
additionally affords a cross-check an dm 
2 pet cent tax on self-declared turnover, 
a cascading indirect levy which coexists 
with the VAT (the turnover tax is not 
presumptive and i* therefore not listed in * 
Table 2). There remains me problem of 
detecting fiauchilent VAT drums. Designated 
sales machines, used .in Israel and now 
required in Mexico with the new cash-flow 
scheme in place are prohibitively apfod- 
mtensive for a developing country 

Input usage as a hue for estimation is 
mote reliable than turnover. The French 
forfait system, for example, proceed* oq tint 
basis of d*a on (total) inputs p unJw oatby 
the enterprises, from which turnover ts 
determined by apptteaiirai of thccocflWteaa 
in the relevant occupation-specific 
'mooography'. ta developing co ow n t OL foe 
base may have to be confuted to key iepaaa 
like electricity on which ss u foonatioi is 
ceatrtityaoceasiblm provided norm bnfclug 

dp t it, Jly 

occupation-specific. 

Rat presumption is faded in eon of two 
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ENRICHING SOCIETY THROUGH INDUSTRIAL PROMOTION 
THE ENTREPRENEUR’S RIGHT ARM - APIDC 


APIOC is established by Government of A.P. for planned development 
of Large & Medium Scale Industries in the State. Enriching Society through 
Industrial Promotion is the cherished mission of the Organisation. 

Today. APIDC’s accent is on: 

• High Technology Projects as a thrust area for project promotion. 

• Bio-technology has unlimited potential in agriculture, food processing, health care, chemicals 
and pollution control. 

• If you foresee bright future for Biotechnology, come to APIDC. We will work together from concept 
to completion. 

• APIDC Venture Capital Company Limited is a 100% subsidiary of APIDC. Assistance under 
Venture Capital Scheme is available for projects relating to development of technology, introduction 
of new projects which fall in the high risk .and high returns zone. 

• APIDC offers special schemes to extend financial assistance on concessional terms to Women 
Entrepreneurs with a ceiling rate of interest of 12.5% in backward areas and 15% in other 
areas. 

• APIDC guides the entrepreneur through Entrepreneurial Development Guidance Centre in the 
following areas: 

• 

a) Training b) Guidance c) Marketing the Message 

d) Research & Evaluation 

SERVICE ALL THE WAY 
APIDC also operates other schemes which include: 

• Loan facility for Hospitals and Nursing Homes. 

• Assistance for Equipment Modernisation. 

•. Assistance torJEquipment Refinance, etc., 

This is what puts APIDC in a special class by itself. 
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ANDHRA PRADESH INDUSTRIAL 
DEVELOPMENT CORPORATION LIMITED 

“PARISAAMA BHAVANAM* BASHEERBAGH HYDERABAD-29. 


GRAMS: APIDC Tel. No.: 235253-4-5-6 (4 Unit) 

TELEX: 0425-6274 IOC IN 237123, 230273, 230225 

FAX: (0842) 236516 230370 


n^^tkm keKbcr a flat taxable income 
• which a fixed percentage k levied, or 
lent Is 4 flat levy without any explicit 
oforence to a baae or indicator. In Chile for 
xiunple, die levies orieab driven and small 
taden are of the flm type, on ambulatory 
ellen of the second type. In either case, it 
clear that the taxable base or the levy itself 
•uul be indexed. The unindexed absolute 
vies of Ghana or Guatemala, for example, 
roe recipes for failure. Even specific asset- 
sued levies, as in Ghana per car for taxi- 
rivers or per boat for fishermen for example, 
ave dearly to be indexed if they are not 
s dwindle to revenue insignificance. One 
ndexation variant which seems to have 
vorked well istheChilean system for rating 
k taxable income of di fferent occupations 
1 terms of 'tax units' , the number of tax 
nits remains constant, although the 
ibsolutc equivalent at any time is at current 
ndexed values.on which a fixed percentage 
s levied. Alternatively, as in Costa Rica, 
he flat presumptive levy itself may be 
ndexed. 

An essential administrative requirement 
s the need for enforcing compliance at a 
outine point of contact between the 
luthorities and the enterprise, so that there 
s no incremental cost of contacting large 
lumbers of taxpayers. In Mexico, this was 
lone for some of the establishments falling 
inder (heearlier schemes for small taxpayers 
ly issuing a stamp issued by the lax 
le part mem. which in turn was necessary lor 
obligatory) registration with the relevant 
Nithofitics. A levy based on elevtnciiy use 
ould similarly be enforced at (he poim of 
layment of electricity bills, although ol 
:ourse this placet a heavy burden on that 
tart of the administrative machinery, and 
niroduces a further incentive for power 
heft. 


vn 

Conclusion 

0 

Presumptive achemes can be used as base- 

broadening accretions to the structure of 
conventional income taxation in place in 
ess developed countries. If well-designed, 

hey can be simple and revenue-produc iivc 

Hiercarethe following possible alternatives. 

1) Estimation of taxable income on (he 
bssis of output or input flows by way of 
xewmptiv* norma, retaining a grounding 
n actual activity, but departing from 
: <>nveiithmal anew meat m that external 
bbservarion replaces self-declaration. 

2) Pre*unipbonof incomewithout reference 
0 ament nctoaia in one'of two possible 
•ays; 


(a) Based on capacity, in terms of what 
is potentially possible with average effort; 
this option requires entity-specific 
information on assets in physical or value 
form. 

fb) Without reference to entity-specific 
capacity, based on an estimate of average 
income per enterprise as determi ned through 
field surveys. 

These are referred to as estimation, 
capacity-based presumption, and flat 
presumption respectively. Since presumption 
is iniroduced to facilitate the task of tax 
administrations in developing countries, 
which are typically beset by needlessly 
complex legislation and high enforcement 
costs, the design of presumptive levies must 
above all be simple. 

The mosi successful use of presumption 
has been with respect to large corporate 
taxpayers, as an effective tool against 
avoidance and evasion. Minimum capacity- 
based corporate presumption works; can be 
introduced reasonably quickly; and if well- 
designed, can carry incenlives for 
performance and accurate reporting. 

Schemes for the hard-to-tax sectors of 
agriculture, small business and services, 
although the conventionally assigned 
province of presumption, have in general 
mci with less success. This is due more to 
design defects than to any difficulty of 
principle. Presumption as a basis for 
determination of final, as distinct from 
minimum or provisional tax liability, can 
survive legal challenge only if it is an option 
that can be freely exercised by the taxpayer. 
Com entional assessment on the basis of 
income actuals can remain as a right with 
the taxpayer, subject to submission of 
satisfactory books of accounts, where these 
need to be statutorily prescribed with 
occupation-specific limits on permissible 
non-accountablc expenses. A choice 
between the two streams once exercised 
should not be easily reversible, so that lax- 
mmimising alternation between the two 
streams does not take place. As long as the 
application of the norms is not coercive, the 
norms themselves . in legally remain the 
preserve of the tar administration. Not to 
have this provision is to open up the 
presumptive channel to endless litigation 
and eventual defeat. 

The ux authority in turn has the right to 
insist that every taxpayer shows evidence of 
having.filed under one of the two streams, 
but can dearly exercise this right only if it 
is in possession of listings of taxabteealitk*, 
stratified by occupation, location and other 
relevant parameters. This is a critical 
information requirement, and unless it is 
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tackled on an emergency basis and 
continually updated, the point of introducing 
presumptive norms is defeated. 

The specification of presumptive norms 
also calls for initial field surveys, and there 
is in addition a continuing information 
requirement, although the cost of this can 
be minimised by choice of indicator, and 
networking with pre-existing information 
systems; Presumption for the hard-to-tax is 
thus not a quick fix, and can only be 
introduced sequentially over a period of 
several years for* few sectors or occupations 
at a time, from a queue ranked in descending 
order by evasion. The administrative payoff 
for this initial effort is the time saved on the 
processing of individual returns. The 
fundamental case for looking at alternatives 
to conventional assessment is that scarce 
administrative talent in developing countries 
is best deployed in the devising of 
presumptive norms applicable to the hard- 
to-tax that will survive tests of justice and 
fairness, rather than in the individual pursuit 
of each enterprise in that category. The 
information vacuum is such that the revenue 
payoff is difficult to quantify; Appendix I 
however examines Indian National Accounts 
Statistics, as a possible base tor such an 
exercise. 

Presumption and schedularisalion, die two 
ways by which subslanli ve base-broadening 
has been sought and achieved in progra m ing 
of direct tax reform in developing countries 
are both source-specif , but the one does 
not necessar . y imply ihe other. The 
presumptive income from a certain source 
or sector can be merged with all other income 
of a taxable entity to yield an aggregate 
taxable globally. Likewise, schedularisalion 
can mean use of final withholding at source, 
without any accompanying presumption. 
Final withholding reduces the seed for filing, 
and so releases administrative manpower for 
deployment in mare revenue-productive 
tasks. Thus schedularisalion. while not a 
necessary accompaniment to pr esum ption, 
may be a useful complement in the vKimsae 
task of maxiitusing the revenue-productivity 
of administrative resources. 

The lessons that can be drawn from 
experience with presumption in d e velopin g 
countries are detailed below, for each sector 
taken in turn: 

Corporate taxation 

(1 > A presumptivemimmomenforcesnOonr 
revenue contribution from die (argent 
potential corporate uxpayov wtso at* baa 
placed to exploit corp o ra t e toopbote a . The 
i mm edia te revenue s u c cess of the recent 
wave of as se t-b as e d m l ninmra a ke n m tt v e 
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taxes (MATs) in Latin America shows that 
an indirect attack through a presumptive 
floor on the rate of return to assets is far 
speedier than any direct attempt at elimination 
of tax loopholes. 

(2) A presumptive levy applied at a uniform 
rate across all sectors of corporate activity 
on an asset base requires only the assumption 
of free capital flows-to carry theoretical 
justification. Bycontrast,auniformtumover- 
based levy across sectors has little economic 
justification, even as a basis fora provisional 
minimum, and can degenerate into a 
cascading levy. Any stock base like assets 
is also easier administratively because each 
year’s calculation is an adjustment of the 
previous year’s, unlike self-declared 
turnover, which presents all the difficulties 
of monitoring of any current flow. However. 
French minimum corporate presumption, and 
by extension that in Francophone Africa, is 
practised on a turnover base, at uniform 
single or slab rates. 

(3) Although a minimum add-on super¬ 
imposed on a conventional corporate tax 
without offset could yield even more 
revenue, it does not have the efficiency 
incentive of a MAT. under which the 
incremental tax on income actuals is zero 
until the minimum presumed rate of return 
is reached. If tax loopholes reduce the taxable 
income much below book profits at the 
presumptive rate of return, the operative 
minimum until which incremental tax is zero 
will be even higher than the prescribed 
minimum. The greater the performance 
shortfall, the greater is the excess of the 
implicit tax rate on income actuals over the 
prevailing corporate tax rate. 

(4) There is a strong case for an international 
tax agreement that leaves the choice of 
income tax base to the host country, without 
prejudice to the interests of multinationals 
As long as the foreign tax credits problem 
remains, the design of a MAT should call 
for the conventional corporate tax to be paid 
in full, with offset against the MAT rather 
than the other way around. With this design, 
revenues are recorded under the MAT head 
only when the minimum tax liability exceeds 
the actual. Thus, the total revenue 
contribution of a MAT is more through 
enhanced collections under the corporate 
income tax by way of the efficiency incentive : 
than through direct MAT coiled ions. In the 
words of Francisco Gil Diaz, architect of the 
pioneering Mexican MAT, it is "one of the 
few uxea the success of which is measured 

^ by how tittle is collected”. 

W. (5) One feature of the Mexican levy 

Irresponsible for itsrenwritabty buoyant impact, 
lota) corporate co ll e ct io n s was the rate 



of levy, until recently 14 at 2 per cent of total 
assets (net of disintermediated debt), 
corresponding toapresumptiverateof return 
of nearly 6 per cent. With one exception, 
rates of levy in the schemes that followed 
have been lower even where the base has 
been net worth, corresponding to 
presumptive rates of return in the 3-3 per 
cent range. 

(6) The Mexican high rate of presumption 
was alleviated with a carryback provision 
for refund of actual liabilities in excess of 
the minimum against past payments of 
minimum in excess of actuals (i e, past 
payments under the MAT head of account). 
This reinforces the buoyancy of corporate 
collections, by encouraging accurate 
reporting of corporate incomes even inyears 
of returns higher than the presumed 
minimum, and serves additionally as legal 
protection against ike charge that the levy 
is unrelated to ability to pay. The provision 
has not for the most pari been adopted in 
other schemes, perhaps because the rate of 
levy was lower. A combination of the 
Mexican 2 per cent rate, with a forward 
refund as suggested by Byrne, might achieve 
the same or perhaps a slightly reduced 
efficiency effect, withjess harshness at times 
of poor performance. 

(7) A MAT, the fundamental purpose of 
which is to combat corporate tax complexity, 
must itself be simple to be effective. From 
this point of view, the tax base adopted in 
Mexico' is not to be recommended. The 
advantage of a total asset base over net worth 
is that it avoids the problem of having to 
detect fraudulent debt.” A net worth base 
on the other hand has the advantage that 
assets are not double taxed at both debtor 
and creditor ends, and is more suitable for 
the financial sector. However, the Mexican 
design of a gross asset base with financial 
sector exemption, and avoidance of double 
taxation by deduction of disintermediated 
debt (with the tax correspondingly extended 
to cover individuals with loans to businesses 
to plug fraudulent-debt loopholes), is 
complicated and introduces a non-neutrality 
between Intermediated and diflntermedialed 
debt. On balance, the Argentinian design 
of a gross asset base with no deduction of 
liabilities, and coverage of all sectors 
including the financial sector (albeit at a 
lower rate of levy), has tbe virtue of 
simplicity. 

General asset-based taxation of individuals > 

(8) An analogous minimum asset-based 
minimum tax does not work as welt for* 
individuals, because tbe numbers involved 
are larger, and there are no published bnbmce 


sheets. Where the pre-esdsttag database/ 
the asset holdings of iufividuals hi weal 
mere i Production ofa presumptive mi nimm 
on wealth-derived income cannot impcov 
it. But where the information exists bonus 
of an income tax reinforced by a wealth tai 
it is possible to argue that a presumptiv 
minimum which operates as in Colombia i 
an investigation threshold, would improv 
the enforcement of taxation ofweakh-deriv 
income. However, the problems of verifyin 
asset values are formidable, and expropriate 
self-declaration does not work well i 
practice* 

(9) The use of consumption indicator) 
whether in the form of assets or floi 
indices, is best avoided. It is difficult ! 
find one or a few non-concealable, items c 
consumption that can be related to toti 
expenditure in a way that is presumptk 
rather than capricious. Where the elemer 
of presumption in such a tax isneitherexplic 
nor readily apparent, as for example ih or 
segment of the 1986 Bolivian three-pai 
presumptive taxation of individuals base 
on ownenhipof vehicles, it has to be assume 
that the imposition is more in the nature c 
a luxury tax. 

Agriculture 

(10) Land is an easily observed non 
substitutable, non-concealable, and SUM 
indicator (with a cataslrophe-exemptio 
provision) of income from agricultun 
Although a land-value based system hr 
functioned effectively in Chile, with inflalio 
indexation using a (nice index for agricultun 
commodities, a system based on Ian 
measured in physical units stratified by soi 
quality and iriigation. using updated pfoduc 
prices and region-specific yields, as in th 
French forfait practised extensively i 
Francophone. Africa, is likely to be bof 
simpler and more transparent The avoidant 
of land valuation also sidesteps the difflcul 
issue of having to exclude the value o 
structures or imp ro ve m ents on the land whicl 
are not yield-enhancing. The increment* 
information requirement over and above lb 
data collection network already in place fo 
national income purposes in any develop) nj 
country is minima! where land valuation t. 
not attempted. 

Small business and self-emplbyet 
professionals 

(11) Tbeae sectors arc often dismissed a. 

revenue-unfruitful 1 ’on the basis of scheme 

which have either been Ifl-designed or ill 
ad ministe re d. Tfrnt wefl-dcaigaed presump¬ 
tion them sectors can be reversiic-fhittfu 
it Jjoib® cMtt by tfkb 1 hm| 1 to brio 
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hack. after the experience of a significant 
it) in revefiooa when the earlier system of 
schstiiv wu revoked in favour of 
onveodonal self-declaration. 

12) Presumption is required not merely to 
ombat failure to keep the requisite books 
f accounts in certain occupations. Were 
lai the case, a simpler alternative might be 
nforcemeot of book-keeping. It is required 
iso where book-keeping is practised, or can 
uite easily be enforced, but where well 
nown occupation-specific avenues for fraud 
nd concealment call for objective norms for 
erification. For such occupations, the use 
f presumption reinforces conventional 
ixstion based on books of accounts, rather 
tan substituting for it. And of course, 
resumptive is required where the book¬ 
eeping requirement itself is dilficuh to 
omply with, either because of the nature 
if the activity, or because of the education , 
evels of the practitioners. In some of these 
ictivities again, conventional taxes based on 
looks of accounts could be retained, fortified 
iy presumptive norms and occupation- 
pecific prescriptions of permissible non- 
iccountablc expenses. In this connection, a 
vactice like the Israeli of bringing out annual 
nstructkms on the manner in which books 
ire to be maintained by different occupation 
(roups, is much to be commended 
Rajaraman-Singh 1995 91-92]. 

13)Thca«qitabtUly of presumptive norms 
will be a function of the nature and 
ransparency of the survey or other evidence 
m which they are based; of the choice of 
ndicator, which has to he done on an 
iceupation-specific basis, and of the 
larameten by which stratification is done 
n each occupation. The present-day Israeli 
adrihim specifically proscribes the earlier 
jr act tee of conaulwtion with the relevant 
xofessional bodies, on the grounds that this 
nought in bargaining. However, collective 
wgaining of that son if it will lead to better 
:ompliance and less individual bargaining, 
is surely an advantage. 

;I4) The appropriate indteatorfor an activity, 

utd by extension the choice between 

estimation and capacity-based presumption. 

-an only emerge after all possible indicators 
at examined for stability in relation to 
axabie income. The mdkator/s chosen must 
ilso be easy to obs erve , and difficult to 
conceal or substitute. Turnover is in general 
inferior to iopttt indicators trom the 
^mcealraest point of view. Where no entity- 
tpecific tadtemon titialy these criteris. flat 
preawnotiaa it die only option. 

IISmellbCMl ^work required for 
the success of '*. preetimptive^stimatcd 
taxation kImm lacMw a listing of all 


potential taxable entities in a particular 
occupation or line of smalt business, leafing 
by the chosen indicator, and stratification by. 
the relevant parameters. The costs of 
assembling this information can be 
minimised by networking with existing 
databases. Until all this preparatory work is 
done, the new tax is not ready for 
introduction. Thus, it is difficult to agree 
with some fiscal commentators who dismiss 
presumptive taxation as a quick fix. 
Sustainable, robust presumptive taxation 
is so stow a fix, that it can only be introduced 
sequentially over a period of several years, 
for a few occupations at a time from a 
queue, ranked in descending order by 
evasion. But if a well-designed tax is 
introduced after adequate spadework, the 
payoff is additional revenue without the 
usual administrative costs of collection and 
verification. 

(16) A final requirement is that the procedure 
for compliance should preferably be linked 
if possible to a pre-existing point of contact 
between Use entity and authorities, so as to 
simplify compliance procedures. 

{|7j The selection of priority sectors for 
initial presumptive attention is a sensitive 
matter, and has to accord with public 
perceptions of justice. In order to dispel any 
appearance of regressivity, it is best il an 
explicit list of exempt strata for the selected 
occupations be issued. 

1 18) The temptation of attempting to increase 
the acceptability of norms through deliberate 
underestimation of tax liability must be 
avoided at all costs.Such a strategy creates 
vested interests in favour of lock-in' to the 
alternative channel, and compulsory 
graduation to the regular accoums-based 
assessment scheme carries its own legal 
weaknesses. 

(191 Presumptive levies imposed as 
umndexed absolutes arc doomed from the 
start. Instead of leaving the matter to the 
discretion of the tax authorities, it is better 
to have the indexation formula legally 
prescribed as a pan of the norm. The Chilean 
system of tax units isone good way by which 
to achieve indexation. 

(20) Enforcing >,ompliance at a routine point 
of regular contact between the enterpnse and 
public authorities can sharply reduce the 
incremental cost of contacting large number 
of taxpayers. 

t21) The coexistence of sectors of the 
economy where either self-declared or 
estimated income actuals are (he basis of 
taxation, and sectors where ptesuDtpuoti 
based on other than income ac tu al s is the 

basis, canintroducc new evasion possibilities 

through transfer pricing- Tltcse hue to be 


anticipated where possible, and dealt with 
as they arise. None of these can be an 
argument for not attempting what could 
achieve, most especially for a fiscally 
constrained developing country, the twin 
objectives of higher revenues and better 
horizontal equity. 

What matters for the acceptability of a tax 
system is the public's perception of its 
fairness {Cheliiah Committee Interim 
Report :4]. It is by no means the case that 
a well-designed presumptive levy along the 
lines suggested above by the experience of 
developing countries would violate public 
perceptions of justice any more than taxation 
based on income actuals enforced 
regressiVely. Whatever intra-sectoral 
inequity may result from the use of cross- 
entity norms based on averages more than 
compensates for the glaring inter-sectoral 
inequity of not attempting to tax evaxioo- 
prone sectors at all. 
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Appendix: 

Scope for Presumptive Direct 
Taxation in India 

The principal purpose of this appendix is 
to examine whether the possible revenue 
gain from applying sector-specific 
presumption can be assessed from existing 
data sources. (The introduction of a 2 per 
cent MAT on the 500 largest companies in 
India has already been estimated [Bagdu 
1995] to lead to a 75 j -1 cent increase in 
collections. > <ms is followed by a brief 
review of the use of presumption in India. 

The only possible nationwide source of 
information on value added and incomes in 
services are the periodic surveys conducted 
by the Central Statistical Organisation a* a 
part of the national accounts estimation 
exercise. The latest published survey is for 
the year 1983-84 (CSO 1987). which is the 
basis for the current series an nitinml 
accounts. A more recent survey was 
conducted in 1991-92, but the data continue 
to be in process. 

Table A.1 presents the 1983-8* survey 
figures, separately for enterprises with and 
without hired workers, of avenge gaps, 
income per enterprise, per operating 
partner, and per hired worker, for fine 
service groups at NIC two-digit level (them 
is no information at further levels of 
disaggregation, and net income figures are 
not provided for enterprises not hiring 
workers). The figures fail the p l m aid Mt y 
teat The average annual goes inc o ma per 

enterprise with b at ed Vor te ra m l e erm ti m 
provithng services including tnotioopitmre 

prod uc tio n (NIC code 9$), of Rs 2US0 
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in 1983-84, is quite simply ridiculous. 

‘ Likewise the figure of Rs 9,690 per private 
medical enterprise with hired workers is not 
even remotely credible. 

Comparable nationwide averages are not 
available from any other source. However, 
region-specific surveys can give some idea 
of the magnitude of underestimation in 
the CSO figures. A survey of incomes of 
non government medical practitioners in 
1990-91 in the Delhi region (Kansal 1992], 
updated to 1990-91 prices, reveals an 
underestimation factor of roughly 20 for 
those practising in clinics, and more than 30 
for those running nursing homes, as 
compared to the CSO urban average (across 
all enterprises, including those not hiring 
workers). The two surveys are of course not 
directly comparable on several counts; the 
Kansal survey was confined to Delhi and 
covered just allopathic practitioners, whereas 
the CSO coverage was nationwide and 
extended across medical practitioners of 
all. including indigenous, systems of 
medicine. Even so. the comparison gives 
some indication of the magnitude of 
underestimation involved. 

A ranking of occupations by income is 
possible from the CSO figures nevertheless. 
Of the five occupation groups, the legal 
profession is at the top of the rankings for 
both income per enterprise, and income per 
hired worker. The absolute annual income 
of legal enterprises with hired workers, even 
at the appalling degree of underestimation 
of the survey, was well above the taxable 
threshold of Rs 13.000 in 1983 84. but it 
must be remembered that the figures in 
Table A. I are of gross income. 

Table A.2 provides estimated net income 
of enterprises with hired workers, by rural/ 
urban breakdown, from which it can be seen 
that the disparity between rural and urban 
net income is not very wide, and that the 
average net income of even rural legal 
practiaonenfeU above the taxable threshold 
for the year. That such a finding should 
come out of a survey that seriously 
underestimates incomes is in itself a matter 
of coosderabie significance, and suggests 
at the very least that in terms of priority, legal 
service enterprises huge enough lo have at 
least one hired worker are worthy of 
consideration for a presump tive levy. 

dearly a serious examination of this 
issue calls for better figures and* more 
possibilities of stratification than merely 
by rural/twben location alone. But taking 

. the 1983-84 survey figures as they stand. 

^ Table A2 presents a primitive calculation 
of presumptive tax liability. Applying the 
Individual tax rate schedule of 1983-84 to 

.if , 


average net income per enterprise (the 
average number of partner* per enterprise 

• was one in rural areas, and 1.14 in urban 
areas), 7 * yields a presumptive levy of 
Rs 3,314 per rural enterprise, and Rs 4,490 
per urban enterprise, at implicit rates of 
12.43 per cent and 14.98 per cent, 
respectively. An undifferentiated levy on 
average income across all enterprises, rural 
and urban, works out at Rs 4.472, at implUh 
rates of 16.81 per cent and 14.92 percent 
on rural and urban enterprises, respectively. 

• This underscores the need for any 
presumptive levy in practice to include£s 
many parameters of stratification as possiAe 
so that systematic factors explanatory of 
variations in income are taken care of. 

. Either way, the revenue yield from a 
presumptive levy works out at roughly 
17.7 crore of rupees. This compares with 
a figure for total tax collections from legal 
services for AY 1984-83 of Rs 13.5 crore. 
at an implicit.tax rate of 26.32 per cent 
from 13156 non-company assessees. This 
figure is from All-India Income-tax 
Statistics , which is known to be a variable 
sample of the returns submitted in any 
year. The information base for AY 1984- 
85 was a total of 34.38 lakh non-company 
assessees above the taxable limit. The report 
of the Comptroller and Auditor General 
shows a total of 36.86 lakh non-company 
assessees above the taxable limit as on 
March 31, 1985. Applying this correction 
factor to actual collections from legal 
services in assessment year 1984-85 yields 
atotalofRs 14.5crore. This isa22 per cent 
shortfall below a potential of Rs 17.7 crore. 
which in turn is based on a survey that is 
known to have hopelessly under-estimated 
figures of income from service enterprises. 
Even if the survey had been accurate, actual 
collections should have exceeded the yield 
from a levy baled on average income, given 
the progressive rate schedule. 

Any respectable presumptive income 
scheme will have to be baaed on a survey 
as reliable as KansaTs on a nationwide 
basis. The Kansal survey suggests three 
distinct strata for medical^mctitiooers, 
with there clearly being a fourth stratum 
of those practising indigenous medicine 
and therefore not covered in the Kansal 
survey; those without surgical post- 
gradutfe qualifications; those with surgical 
post-graduate qualifications; and those 
operating nursing homo. There is also a 
location element in income earned even 
within the Delhi region. The Kansal survey 
is merely suggestive of the types of 
stratification that will be necessary, but 
cannot prejudge the issue. 
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It remains to be aceh whether tin 
1991-92 service enterprises survey of tin 
CSO, when the findings are made available 
will provide a more credible base for 
presumptive tax calculation than thi 
woeful underestimates of 1983-84. Hm 
schedules are roughly the same, except tha 
for the first time there is provision fo 
recording whether the enterprise i: 
registered with the relevant authorities 
There is provision, as in 1983-84, fo 
detailed retarding of facilities operated b; 
medical establishments, and it is to bi 
hoped that these data will not reman 
unpublished, as happened with the eariie 
survey. 

The second critical information require 
mem is the need for listings of establish 
menu and practitioners. Kintal’i 1990-91 
survey of medical practitioners in Delh 
found only a voluntary fee-baset 
membership listing with a profession* 
organisation. Unless this critica 
information- requirement is tackled on at 
emergency basis, there does not exist ever, 
a frame on the basis of which a sample it. 
determine average potential income can b* 
selected. 

In India, there have always been Implicii 
elements of presumption within the 
conventional assessment system (Bagchi 
1988]; norms used for income from house 
property are an example." The same norms 
also apply for urban property taxes imposed 
by municipal bodies in India, which foi 
that reason could perhaps be termed 
presumptive levies. However, the 
agricultural land taxes imposed at state 
level are not explicitly related to the yield 
of the land, and are therefore more In the 
nature of fees than exercises in presumption. 
Likewise, a conventional wealth lax is 
typically not baaed on any presumption 
regarding potential income, since income 
actually derived from the same wealth is 
the province of the income uut which ti 
usually accompanies. Indeed, the tax base 
for the wealth tax can be so specified, as 
is the case in India since 1992-93, as to 
exclude income-yielding assets, with the 
efficiency objective of changing the 
disposition of household saving* to the 
direction of productive assets. There is > 
profession poll-tax that is levied by many 
state govern menu, soma of which art 
stratified by location or other parameter*, 
but whiett are not for that rnaonpmwqto^ 
levies." Praranyti o o has ae va rh aa n a ppl ied 
to corporate entities, but tiwre was sn 
experiment with a tniatmom ins at 30 per 
cent of book profits (Section USD. fro* 
April 1,1988 to April I, 199a Although 
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not presumptive in design, the intent of 
imputing minimum taxable income at 30 
ter cent of book profits was to combat 
me erosion through exploitation of 
--oncessiontl loopholes, akin to that of the 
dAT. Its discontinuance was formally 
stated to be the withdrawal of the 
;oncetsions which gave scope for 
voidance, but there continue to be zero- 
lax companies todsy, including some of 
the largest corporate giants. It is important 
o remember that there was no court 
judgment that was advene to section MSI. 
Jespite some legal wrangling over 
:arryforward of depreciation and losses 

More recently, there have been explicit 
ilecemeal accretions of source-specific 
^resumption to the individual income 
(ax, starting with the short-lived levy on 
liquor and forest product contractors, 
introduced with effect from April l. I9H4 
(Section 44AC),“ but withdrawn with 
effect from April I. 1993. The provision 
suffered adverse legal rulings, which 
incidentally neither ruled oui the need for 
presumption in evasion-prone lines ot 
business, nor the base used, but questioned 
(he use of a flat national norm in the lace 
of wide regional variations. 11 ' The critical 
shortcoming was the lack of explicit 
predication on region-specific field surveys. 
The court rulings converted whai was a 
final withholding in intent to what is now 
a provisional withholding at source, subject 
to final assessment through conventional 
procedures without any reference to norms. 

The 1992 flat levy of Rv 1.400 on small 
business (section 115K > is widely referred 
io as a presumptive tax. and indeed in 
popular perception is synonymous with the 
terra, although the presumptive component 
in it was deleted after one year of its 
introduction. There was initially an explicit 
presumption of taxable income at 7 per 
cent of turnover applicable to retail traders 
alone, with all retailers deemed to be atihc 
turnover ceiling of Rs 5 lakh. With the 
widening of the occupational coverage of 
the scheme, its applicability was stipulated 
in terms of that level of taxable income at 
which a conventional income tax would 
worit out loa levy of Rs 1.400; the stipulated 
income has been steadily raised from its 
initial level of Rs 35,000 to keep pace with 
increases in the exemption limit and it 
currently Rs 47,000." Thus, the scheme 

«* it presently ftmehom Itss no presumpti ve 

elements hi It, and is merely a simplified 
voluntary option for those outside the tax 
net falling within a taxable income ceiling, 
at which ceiling those opting for the scheme 
•» deemed to be." For those at lower 


levels of income, the higher tax liability 
under the scheme is offset by a simplified 
compliance procedure: for those above, to 
whom the scheme does not technically 
apply, there is the added inducement of a 
lower lax liability with a low probability 
of detection.* 6 

At the end of the two-year period for 
which the scheme was initially introduced, 
the total number of new tax entrants 
numbered around 2 lakhs as compared to 
the expectation of 10 lakhs. The principal 
difficulty lay not with the small numbers 
opting for what was a voluntary scheme, 
hut with the lack of any reference lists on 
the basis of which compliance could be 
enforced through either the simplified 
scheme or through conventional accounts- 
based self-declaration. There is an 
inducement to comply only when not opting 
for presumption implies follow-up through 
the conventional assessment stream. The 
same problem afflicted the estimation 
scheme for construction contractors and 
the capacity-based presumption for truck 
owners introduced in 1994 (Sections 44AD 
and AE), also voluntary options. 1 ’ 

What is important in all these schemes 
is that taxes should be paid through either 
of the two channels, not that collections 
through the simplified channel should 
necessarily record increased receipts (and 
indeed there is evidence that the near 
doubling of receipts under the Rs 1,400 
scheme in 1994-95 as compared to 1993- 
U4 has resulted in some businesses being 
forced to pay under both channels in the 
precincts of zealous lax officials anxious 
to meet revenue targets). This has reinforced 
the perceived regressivity of a levy which 
went after the small when the big so 
demonstrably continue to evade the tax 
net. This in turn has imparted a negative 
connotation to presumption, unwarranted 
because the levy is not in fact presumptive, 
and unfonunatc because presumption 
actually offers a way by which to enforce 
compliance among the big and thus to 
improve the progressivily of direct taxes. 

Because of the configuration of the 
Rs 1,400levy whereby the scheme targets 
potential taxpayers whose tax liability hat 
remained constant is assessed at conven¬ 
tional rates, and is not a flat presumptive 
levy, the requirement of indexation does 
not directly apply, but it does ia the case 
of the capacity-based levy on trucks, which 
is specified ss an unindexed absolute per 
truck." 

The Finance Bril of 1995 has no Anther 
presumptive provisions. Mention should, 
however, be made of the extension for 


provisional withholding at source for 
provisional and technical service providers, 
contract fees and income from mutual funds 
above a certain level. The past experience 
with provisional withholding has been that 
what is withheld is eventually paid out as 


refunds. In the absence of bases for 
verification of all elements of self-declared 
income, extension of provisional 
withholding merely adds to refund claims, 
and (bay increase the administrative load 
without much revenue additionality. What 
is needed, and increasingly practised in 
developing countries, is extension of final 
withholding at source. Overburdened tax 
administrations in these countries need a 
reduction in the number of filed returns, 
rather than an increase. 

Although this paper is confined to direct 
taxation, the increasing use of capacity- 
based presumption as an option in stale- 
level sales taxation bears testimony to the 
immense administrative advantages of the 
use of presumption, even as perceived by 
taxpayers. An example is the 1993 
amendment of the Haryana General Sales 
Tax Act to permit capacity-based taxation 
of brick kilns. 

Suggestions for the introduction of 
presumptive levies on agricultural income 
go back to the agricultural holdings tax 
suggested in the Raj Committee Report of 
1972. subseoucntly modified by Bagchi 
1978 into a more tractable and imple- 
mcntable scheme. The Bagchi roodt-* 
fications consisted principally of estimat¬ 
ing the ’rateable value of land', or the 
presumptive income front land, as an 
average for a region with respect to one 
or two principal crops grown, in two strata 
by presence or absence of irrigation, rather 
than specifically with respect to each 
agricultural holding on the basis of to 
actual cropping pattern: and the use of 
gross output rlthcr than net income as the 
basis for the calculation of presumptive 
income, with a corresponding dawm wd 
adjustment in rates of tax applied. Bagchi 
also suggested the replacement of the 
operational holding baste of the Rqj scheme 
with an ownersbip-basea scheme. O p erati on 
is, however preferable to owner ship on 
neutrality grounds {tee Section II; also 
Bird 1970^5], Since taxatiouofagrirariture 
nmW the constitutional allocation of Baca l 
authority rests with the states, ft it not 
imp l cmeotft bl e at nstioual tavsl * Now of 
the state go v ero nwots saw fit to tore daws 


it*: 




of poatibtc adverse poBticol lepareuaaioot 
(although income taxes are levied oo 
agricultural plantations io afl tones wham 




they exist).** A system of ‘land revenue’ 
levies, at low rates unrelated to present-day 
agricultural productivity and prices, exists 
in most states.*' 

The data for the formulation of pre¬ 
sumptive norms for the agricultural sector 
already exist to some extent in the cost of 
cultivation data that have been routinely 
collected over the years. Listings of holdings 
already exist because of the land revenue 
levy. With the 73rd Amendment to the Indian 
Constitution, which gives a constitutional 
status to self-government at the level of 
village panchayats, and the search for 
sources of revenue whereby the panchayats 
are to discharge the new functions allotted 
to them, the time is opportune for a 
transformation of the land revenue into a 
presumptive levy with powers of collection 
and appropriation given to panchayats. 
This is certainly the appropriate level of 
government at which to impose the levy. 
The Bagchf design, with provision for 
the valuation only of the yield from 
land rather than of the land itself, is most 
appropriate for use by panchayats. because 
of both its simplicity and transparency. 
Large-scale corporate farming can be 
taxed on actuals, as indeed is presently the 
case for agricultural plantations. The 
issue of the uses to which these revenues 
are to be put belongs within the province 
of the State Finance Commissions, 
although it is clear that enforcement will 
■be enhanced if the proceeds were to be 
earmarked for the development of 
agricultural infrastructure 

Notes 

(The author thanks Raja Cbelliah, Amarcsh 
Bagchi. Richard Bird. Arindam Du Gupta and 
K M Sultan for very useful advice, and Milka 
Caaaaegra de Jantscher. Parthaaarathi SHome 
and Carlos Silvaoi for comments at a seminar 
at foe Fiscal Affaire Department. International 
Monetary Fuad. The study was funded by a 
UNDP gram] 

I Tax reform in the whole of the post-war 
period is surveyed in Gillis. 1989 More 
recent years are reviewed in Soot. 1990; s 
symposium on us policy to developing 
countries in the World Bunk Economic 
r Review 1991, with an overview by 
Khalilxodeb-Shirari-Shali; Bagchi 1991; 
Bird 1992; Bird-Cosaoegra 1992; 
Shame 1992; Sadka-Tanri >993;md Bagchi 
eta! 1 994. Tlwre are alto amtmher of country- 
specific reports, although the only 
c o pp re heath * tax structure study with in 
analysis of pre- and p ea t re fo rm tax bunko 
. a that for Jamaica (Babi 1991:749-921- 
gjf- 2 "The admin is tr a tiv e fo m aa s is n is ceatrti, nor 
g v peripheral, to tu reform" (Bird 1989:326). 


3 Reduced progressivity through flattened 
rate structures it a pan of foe standard 
package of recommendations givtn by 
IMF Technical Assistance Mistioaa 
(Shome 1993]. 

4 Chile has now introduced final withholding 
on wages and salaries at pro gr e ss ive rases 
ranging from 5 to 50 per cent. In Colombia, 
there has been a substantial increase in 
final withholding along with elimination 
of personal exemptions and itemised 
deductions os a part of the tax reform of 
1986 [McLure-Pardo in Bird-Caaanegra 
1992:123-27], Tbit has happened also in 
the Philippines as a part of the 1981 tax reform 
[bas-Gupta. 1994a], The withholding system 
in Korea is said to have the widest coverage, 
although it is not clear if this is final 
withholding [Bagchi 1991:71], 

5 Several observers have commented on the 
similarity of tax systems of less developed 
countries to that in the metropolitan 
country: aee McLure-Pardo 1992:138. That 
develop! ngcouniries become confined thereby 
to the narrow tax base of organised activity 
has been long reco-gnised in foe literature 
(Hmrichs 1966: Musgtave 1969]. 

6 An example of an early presumptive tax 
was the 1696 Window Tax in England, 
levied at progressive rates on the number 
of windows in a structure: sec Lapidofo 
1977:37. For a history of moves towards 
global taxation in developed countries see 
Bird-Oldman 1977. 

7 The move to global income taxation from 
earlier schedu tar system goes back fuHyfar 
in some developing countries, as for e xample 
1927 in Colombia; it is more recent in 
Venezuela. Brazil and Indonesia (Gillis 
1989:47; 267; 283 and 33], Uruguay-went 
bock to scheduler taxes in 1974-75 after as 
little as 12 years with global taxation 
(ibid:30). 

8 Das-Gupta. 1994b. classifies foe hard-to-tax 
as those with a Urge number of independent 
income-generating transactions, as contras ted 
with a salaried employee who has in effect 
a single income generating transaction. 

9 Perhaps the only case where foil was actually 
explicitly dooe was in foe 1973 Bolivian 
'unifiednational tax', whichcxempts certain 
specified occupations. 

10 The ASDI as enacted for example in Cote 
d'Ivoire is a 3 per cent advance provisional 
withholding on all pre-retail transactions 
The withholding is credifobie against 
VAT, income tax or business licence 

* fees [Christopbe Grandcolas: private 
co inman teat km) 

11 For example, foe presumptive schemes in 
Fraocophone Africa are judged to have failed 
because of an insufficient basis of prior 
sectoral study [Baldet 1991:26] 

12 Sadka-Tanri, 1993 trace foe ancestry of foe 
idea to a 1938 book by Luigi Einaudi titled 
UUt e Pamdossi della Giestizia Trthumrta 
(Torino: GUI to Bin—dl). 

13 Any levy dud is add i tional to an income 
tax based on actaali cannot involve 

rv|mliA| taicoMt. 


14 They may do so rrcaai fosmUtwin nfor 
of return, if tax l oophol es retinae taxable 
income mack below book profits. In that 
case, liras may have to earn more thaa foe 
minimum rate of return in order to-folly 
exhaust the crediting provision againri foe 
minimum asset-baaed levy. 

15 There exists a proposal for exactly such a 
consumption-bated presumptive lax, but the 
suggested methodology of applying taxable 
income multipliers independently and 
additively to observed items of consumption 
is very questionable [Sathe 1994:8-9], Even 
in the Israeli tax system which uses an 
eclectic mix of all possible indicators to 
establish tax liability, the use of consumption 
indicators was minimised because they 
involved "so many conjectures as to become 
almost wholly unreliable is independent 
support for an assessment of income” 
(Wilkenfeld 1973:134]. The French have a 
system of consumption-based indicators 
such as rental value of residences, number 
of resident domestic servants and ownership 
of can and higher order luxury items, used 
however rather sparingly since 1986 
[Rajaraman-Singh 1995:87], 

16 This is why in foe French occupation and 
region-specific monographic!, coefficients 
are provided for generating turnover from 
input usage: no attempt it made to measure 
turnover directly. 

17 In the earlier Israeli system of occupation- 
specific tachshivim, the tachshiv for asnal- 
scale shoe manufacturers forexample, which 
was based initially upon the number of 
cobblen employed, meant that work in- 
house was discontinued and coMracted out 
initead to former employees: the tax base 
was subsequently modified. 

18 Checks are introduced by making -public 
the declared values by type of asset and 
location, without reference to the individual 
making the declaration, with a provision 
that any asset on the published list could 
be purchased by foe lax administration at 
140 per cent of the declared price, and by 
any member of the public at ISO per cent 
of foe declared price-The taxpayer baa foe 
option not to sell the asset by paying 5 per 
cent of the declared value to the lax 

. administration, and an additional 3 per caei 
in case foe purchase offer is from a member 
of the public, to foe person making the offer 
[Allan 1977. aa reported in Sadfca-Tanzi 
1993:67]. 

19 Interestingly, the Raj Committee for 
agricultural taxation in India rnr os—ended 
operated acreage as the baas, wh ursu t for 
reviaoddagchi schutnr rscommandadownrd 
land (Bagchi 1971), 

20 See alto Bird 1970:95, for sucouuueadotion 
of operation over owne r shi p . 

21 Presumptive taxation may be isgasded a> 
foe limiting one of setaxation la amndasds 
of proof required of (hi fox nfonhiMrstioe 
in its pa ss e d of evaded tax liability [Da* 
Gupta I994 I2J, 

22 See Appendix for forfotr. dmaik on huh* 1 
legal rulings on tin issue. 
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l i doi ^hfo W aw da y .disp iW ti re re mo v al 
tire itiveaUMut allowance, doe 10 
Molntion provision* endec the Income 
U Act. 

»o AMT is bated on m alternative 
reputation, bat on the tame reported 
come aetaals. Begriming in 1990, the book 
come component hai been replaced with 
“adfntted careen! earnings" concept of 
Miicnio complexity, ao that the alternative 
imputation it not a rirepte matter, 
lunover-bnaed minimum corporate levies 
sly hi Cameroon (at concessional rates 
> to the fifth year of activity, l.l percent 
ereafter, subject to an absolute floor); 
tmgo (I per cent); Gabon (l.l per cent 
iject to an absolute floor); Malawi (at 
ibbed rales with an exemption for export 
mover); and Pakistan (0.5 per cent, not 
ilicablc to local branches of foreign 
moparuei). 

here are in addition countries where 
irporate us is payable in quarterly 
italmentt at a percentage of turnover, 
his can function in effect as a tumover- 
■sed minimum tax where, as for example 
Guatemala, refunds can be claimed only 
the firm submits to an audit of its return 
lahl et al 1994 98). 

1 1994 minimum add-ons. as distinct from 
operty taxes, were in force in Cameroon 
I decreasing flab talcs of 1.5 per cent to 
5 per cent on gross assets); Ecuador (0 15 
rr cent of net worth): El Salvador (0.9 per 
ml to 2 per cent of net worth); and Uruguay 
: per cent of gross assets with some 
abilities deductible. 2.8 per cent on net 
orth of banks). 

he rulings of the Internal Revenue Service 
f the US, for example, explicitly disqualify 
ireign taxes imposed solely on imputed 
come [McLees 1991b: 1173) 
rom March 31. 1990 (Prtce-Waterhouse 
runtry booklet on Bolivia, which reports 
: situation at of October 31. 1992). It is 
.toned to have masted as a I per cent tax 
iilvani in Btrd-Casancgra 1992:49). 2 per 
mt according to other sources (Bird 
>92:13 ( nod Byme 1994 5371. 
here is • dtooem or) 0 per cent if the tax 
fully paid on the due date; alternatively. 
30 per cent down payment is possible, 
ith s u bs equent payment by instalment, 
here the a mo unts due are indexed in line 
ith the devaluation of the boliviano against 
ie US dollar. 

Withdrawing from the complex task of 
«i*g personal red corporate income" was 
key to dm success of the Bolivian tax 
sfonu (Bird 1992; 17). There is no 
formation on tha revenue contribution of 
* corporate levy atone, but tax revenues 
1 a p er cent a ge of OPf rose from 1.12 per 
*• prior to the reform to 7.40 per cent by 
*0. Tide ts widely considered to have 
ten e uuger contributor towards control of 

*Boltv»m hyperinflation ISilvaruRsdsno 

i Bitd-Ceeewgra 1992:37}. 

^ttet tht Veneteelan curry forward 
fovision eadaous in com e tax Uabiliiy ia 




excess of the minimum, it cutteepoodiegiy 
reduces the foreign tax credit that can be 
claimed (Byme 1994:537]. 

33 In the Bolivian case above there is nopandlel 
corporate tax, but at the rates applied to the 
exempt sectors, the asset-based levy 
corresponds to s presumed return on net 
worth of between 7.5 per cent and 10 per 
cent, which is very high. 

34 Amended several times since flee McLees 
I99UJ. 

35 There was a 12.9 per cent real increase in 
total corporate collections in 1989, die year 
of its introduction, at a time when parallel 
reforms in the corporate income tax would 
have led to a I per cent drop (Gil piaz 19941. 

36 Not enough time has passed since the 
introduction of the Mexican MAT for an 
assessment of whether the tax has 
contributed towards raising the avenge rate 
of corporate return on assets, or of reducing 
the dispersion around the mean. 

37 First called the Business Assets Tax law, 
it waxamended in December 1989,effective 
January 1,1990.andrechristcnedtheAsaets 
Tax Law (ATL). The ATL was further 
amended in December 1990, effective 
January I. 1991. 

38 The term 'total assets' is defined here and 
in Table I to include fixed assets net of 
depreciation. The term 'gross asset-based* 
is often used in the literature for those levies 
like the Mexican which are not based on 
net worth (sec. for example, Ssdks-Tsnzi 
1993.71); it wrongly suggests that fixed 
assets were included at their undepreciated 
value. 

39 The period is 10 years starting October), 
1993; prior to that the period of carryback 
was five yean, and prior to that, three. 

40 ll must also be remembered (hat other taxes 
on corporate entities would jointly determine 
the incentive for misrepotting of any item 
of expenditure or receipt. 

41 IRS ruling 91-45 specifically rules that the 
Mexican form of carryback refund will not 
disqualify foreign tax credit claims, since 
it does not reduce actual corporate tax 
payable in any year. 

42 Even if the information base is good and 
such interest does not escape taxation at the 
recipient end. there is still an incentive for 
earning* stripping through interest payments 
unless dividends are not double taxed, and 
the rates of corporate and income taxation 
are U pur. In Mexico, the flat corporate rare 
of 35 per cent and the top rare oa individual 
incomes were brought to par in 1990, and 
double taxation of dividends hat been 
eliminated. 

43 Byme suggests that another advantage of 
a gnu base is that it enables a lower rale 
(Byrne 1994:538). although as is dear from 
Table 1 it does not in practice always ao 
result. 

44 Price- Wareihouse, 1994, but other sources 
suggest the levy was introduced far ettly 
three yean at the outset (Bird 1994:21). 

45 Mexico also has a provMoa reader which 
the enterprise can elect to aaa Ml wants far 


Ac aocand preceding year instead of current 
assets, ao aa to give business expansion the 
same two-year holidays as ia granted to new 
businesses (McLees 1991:118). 

46 Except for ■ tax overlay ia Beni; see note 
pi, Tsble I. 

47 it is interesting that although the US enacted 
an alternative minimum tax on individuals 
in 1983, akin to that on corporations 
introduced in 1982, there has been ao 
mimicry of this in developing countries 
unlike the case of corporate taxation. 

48 Employees are emitted to an exemption of 
twice the national wage. 

49 VAT vouchers were transferable, and an 
active secondary market did develop as 
intended. 

50 The Bolivian VAT is unusual in that it 
coexists in the tax reform package with a 
conventional cascading turnover tax with 
a wider coverage (extending to interest and 
gifts) than the VAT. The rare of the turnover 
tax has surprisingly been increased post- 
reform from I per cent to 2 per cent. 

51 The lower end of the range may well be 
lower, at 0.35 per cent. 

52 Country sources: private communication. 
However, a published source says that 
authority for collect)or of the presumptive 
tax rests with municipal governments, and 
that there is no single national register of 
taxpayers (Silvani-Radano in Bin)* 
Casanegra 1992:3? 34] 

53 Country sources: private c mnmunic a ti ou. 

54 The tax applied to individuals right from 
the start, but during its long history, these 
might have been periods when it did not 
extend to limited liability companies 
(McLure et al 1990:139). 

55 The rale of levy may not have remained 
constant al 8 per cent during the entire 
period until the reform of 1988. There ia 
a decree number 3746 of 1982. raising the 
rare to 8 per cent in 1985 in stages from 
6 per cent in 1982. which suggests a prior 
reduction from the initial rare of 8 per cant. 

56 Starting in 1994. from a reduction in 1992 
to 6 per cent, and in 1993 to 5 per cent 
It was scheduled for funk** •tsmctiou in 
1994 to 4 per cent but Price Waterhouse 
reports the 1994 rate as 5 per cent The levy 
is incorrectly reported to have been 
eliminated by Law 6 of 1992 in the IBFD- 
CIAT Database. 1994. 

57 Further, any increuac in n et w ea lth tha t r au M 
not be expUinod due to exem ption s or taxed 
income, was taxable as cu r re n t income. 

58 Such as that the minimum was compared 
to total declared income, rather Am to 

itwtMlf i i y iHl if otfiff rft mtr jMgjL § 

^•ramauf ivrm invwnre uast^rai a^^^ra raHK 

if salary rac em e exceeded (he presumed 
min i m u m , meat-de riv e d Weoate could pa 
undecla red, end tire payable only on ttiay 
income (McLure 1990:290], Published 
sources indicate thWwm stilt in faree until 
1988 [McLure ut al 1990JW), bat uumdrj 
sources in dic a w h was rmuovud ia I9BA 

39 ifconflnadtocoatraercinfarbaaprcpoMiaa. 
there is no prntWm of t a rin g to esaaapi 
seif-occupied housing. 
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60 See JUjaramaH-Siagfc, 1905; Chapter IV. 

61 There are, however, opposing viewpoint! 
an tW*. Richard Bird, one of the earliest 
p ropon en ts of the need for incorporating 
presumption in the tax structure of 
developing countries, recommends a land- 
value based system for agriculture, which 
would automatically incorporate location 
and land quality (Bird 1970:93]. He also 
recommends self-assessment at ex pro pci- 
able rates, for farther administrative 
simplification. In s later work [Bird 1974: 
237-40], be leans towards potential use value 
where the objective is taxation ofagriculture! 
income, but “with a close check being kept 
on divergences from sale values'', and with 
taxation of any excess of market over use 
value deferred, but not exempted, until the 
land is sold. 

62 Where valuation is recommended, opinion 
leans towards omitting structures from the 
taxable base: "...an agricultural land tax 
may be both simpler and slightly more 
desirable economically if its base does not 
include visible improvement!” [Bird 1974: 
242). The difficult issue of operationalising 
this omission remains 

- 63 Milka Casanegta: private communication. 

64 There was a 1979 exemption of 50 per cent 
of the value of beef and dairy cattle [McLure 

imOillis 1919.64], a 1983 reduction of the 


vahw of rural retd estate so 75 per eeut of 
iu cadastre! value, and the further reduction 
to 60 per cent of cadastral value far all red 
estate in 1986; all these were eliminated hi 
, the 1988 reform. 

65 Databases can be not merely incomplete 
but also misleading. Thus, the 1BFD-CIAT 
databank declares that ia Colombia, the 
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69 If aof f e v a yt uao ti. tire 1 bad*'* 
accounts of Three that do aretattia 
or negotiation wtft the relevant profo 
bodies [Lapidoth 1977:132], 

70 Shtomo YHxhatd: privaie comma* 

71 At for example in the earlier h 
scheme for small transport an tit it 
see footnote 5. Table 2. This also 


presumption of Income bused on a taxpayer’s 
net worth hud been eliminated. However, 
country sources affirm that the presumptive 
scheme continues to exist. 

66 A similar scheme is reported to be in use 
in Korea [Ahmed-Stem 1991; 278], hut no 
details are available. 

67 Through a thrw-itige determination of groti 
turnover, gross profit and net profit, using 
physical flow indicators of output, such as 
driving licences issued in the case of driving 
schools; and of key inputs like water or 
electricity. 

68 Thus for example, there was a Supreme 
Court ruling in favour of a diamond dealer 
who had not maintained the roqeiaite hooks 
of accounts, but challenged the tachshiv 
applicable to him on the grounds that there 
was no provision for deduction of bad debt, 
even though the tahsbiv had been agreed 
upon between the tax authorities'and the 
Diamond Dealers Association fLapidoth 
197 f). 


transfer pricing malpractices, w 
large corporate enterprises paddo 
haulage payments to tracking auhali 
whose tax payments would depend 
the number of tracks operated [ 
Newbery-Sfera 1987:342). 

72 Replacing two earlier schemes foi 
- undertakings; see note 5 to Table 

73 If VAT vouchers were non-trana 
there would be demand for them ool. 
those above the income tax thresho 
for those among them who sav 
because VAT vouchers are transform 
generates pressure for vouched amt 

74 A tripartite pacto between businesa 
and government reduced the levy rat 
per cent along with a redaction 
corporate income tax rate, whose c: 
not known. The pacto may ha ve been i 
alter the macro-economic crisis of Do 
1994. 

75 It also offers- the advantage of p« 
floor to the incentive for earnings sc 


Advertisement for the post of a Community/Social Development Specialist 
in ODA Slum Improvement Prefects Office 

SENIOR PROGRAMME OFFICER - COMMUNITY DEVELOPMENT 


Oversee* Development Administration, the donor agency of the United Kingdom, is funding a numbt 
of poverty reduction projects in the urban areas in India and is looking for a Communtty/Sock 
Developmen t Specialist, on a two year contract, for their office in Delhi to provide quality profession* 
support to the team involved with the implementation of the projects. 

Specific responsibilities of the job wW include the Introduction of a gender strategy, improving monHorin 
and evaluation of project intervention* and development of new social development strategies to improv 
the quality and effectiveness of the programmes aimed at reducing poverty in urban areas. 

Candidates should hold a master's degree in anthropology or sociology and at least have minimur 
of 8 to 10 years experience in working in the sogial development field preferably with an urbai 
background. Proven gender expertise wiil be essential. Some work experience with other donor agenda 
is dockable. Candidates should have good analytical and computer skids and be familiar with managemar 
information systems. -~ 

Ags p r e fer a b ly below 40 years. 

Salary (consolidated) will be in the region of Rs 18,000-Rs 27,000 per month, depending on experience 

Appflca t iooa, with two references, should reach Reid Manager, OOA Stum Improvement Pr o ject 
Office, 62 Anand NHcetan, New Delhi 110 021 within fen days of this noPoe. 






Mft l u r a it ptymem which exists in 
■ oo av a atie aa l myww levy, traless 
kUMHy WOdMOf 

ecarac ftc valuation of mi assets lend* 
be more lagged dun that of financial 
sets, it introduces a bias in asset portfolio 
mice by Individuals, which i« greater the 
hat the Inflation nle. Oo the other hand, 
rdca] assets ere leu eerily concealed 
an fliuMclal resets. The net effect it a 
action of the relative efficiencies of the 
x administration in these two spheres, 
he direct revenae contribution of 
raumptive taxation so revenue is described 
weak from the evidcac of experience in 
velopiag countries (unsupported by 
ares, but pleurible nevertheless, see 
ulutoglu 1994:6). 

til was the case even in Israel, creating 
used interest in the continuance of the 
rstem; see Lap)doth 1977: 134 and 145. 
tc justification for why individual rates 
ere applied to enterprise income, even 
Mgh the number of partneA per enterprise 
as slightly greater than one in urban areas, 
that in the event of a sharing of income 
vd separate taxation or partners, the firm 
■elf would have been subject to taxation 
i the rate for registered firms. An 
tMunption that aH firms would have been 
>xed on this basis would bias upwards the 
dimate of revenue yield, 
resumptive norms are also used with 
sped to incomes earned by non-resident 
tdians from a variety of sources under 
cction 44 of the Income Tax Act. 
agdti, 19tS, cites as an example of a 
resumptive levy the Gujarat profession tax 
a legal and medical practitioners, which 
iscft mbwter by namber of years in practice, 
ad size of settlement. This remains a 
ratified fee, which would have been 
resumptive had the levy on the different 
lasaea borne some proportionality to 
iff crenm in average income. The figures 
tggeat dut such was not the case, 
iquor contractors and dealers in forest 
inducts wore presumed to have taxable 
come at a fixed precentage of their 
mtfadaal payment. There was also a 
i th h o M ing provision whereby 20 per cent 
T the purchase mount was to be collected, 
ioog with aay surcharges applicable, as tax 
syable at source (lower percentages applied 
• two csUagorios of purchase), 
lost dearly expressed ia a ruling of the 
adhra Pradesh High Court on the esse of 
SauyasilUo:*oeltxiunmao-5mgh. 1995: 
*-69. 

deed ia steps to Rs 37,000. Rs 42,000, 
•d at of 1995 to Rs 47.000. The turnover 
riling remained aurhangfri at Rs 5 lakh 
•til It waa raised in the Finance Bill of 

93>o6tihh. although turnover wo longer 
lays s rate fas the determination of taxable 


•coeae from financial assets or toetm 
web an auraarn inring 1 not covered by 
«ctiou IT5K, up to Rs 5.000, are t**«4 at 

0 par graft; mdphuris of higher ucoraes 


from such sources are not eligible for the 
scheme. 

86 There is, however, a provision under 
Section II5N to investigate cases where 
there is prims facie evidence of higher 
taxable income than the stipulated level to 
which Section II5K applies. 

87 The estimated levy on civil contractors 
applicable under a turnover ceiling of 
Rs 40 lakh, assumes that net profits 
constitute 8 per cent of gross receipts; the 
capacity-based presumption with respect to 
truck owners specifies s specific net income 
yield per truck, up to a maximum of 10 
trucks. Both arc intended for merger with 
other sources of income, and taxation at 
normal rates on the global total. 

• 88 The present rates are Rs 24,000 per heavy 
commercial vehicle, and Rs 21.600 per 
vehicle other than heavy commercial. 

89 It should be mentioned that from April I, 
1970 until April I, 1981 agricultural 
properties were subject to the wealth tax 
levied by the central government, although 
this was in practice paid only by the small 
number of taxpayers that paid income/westh 
taxes on non-agricultural income or 
property. Land is reported to have been 
valued at 10 times the Product Index Unit, 
a rough measure of normal production per 
acre by quality [(Ahmed-Stern 1991:254], 
hut if true this would have been merely a 
convention without any legislative backing. 

90 When the income tax was first introduced 
in British India, agricultural incomes were 
not exempt. The income tax was then 
withdrawn, and when reimposed 
permanently in 1886 did exempt agriculture 
[Ahmed-Stem 1991:16]. 

91 Land revenue contributed as much as half 
of all tax collections at the turn of the 
century, but its share had come down to 7 
per cent at the lime of independence 
((Ahmed-Stern 1991:15, quoting other 
sources]. 
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3851 

365) 

3604 

3303 

3005 

2416 

2138' 

2327 

2014 

1586 


(E) Social services 

2749 

2723 

2623 

2557 

2103 

1945 

1783 

1522 

1293 

1309 



(1.6) 

(1.7) 

(1.7) 

(1.8) 

(1.7) 

(1.7) 

(1.7) 

(1.6) 

(16) 

(19) 


Education. sports. youth affairs 

964 

988 

932 

958 

774 

762 

721 

589 

474 

608 


Health nd family welfare 

416 

397 

362 

364 

303 

281 

236 

200 

140 

163 


Labour and employment 

435 

440 

438 

492 

313 

288 

269 

253 

23) 

163 


Information and broadcasting 

432 

394 

403 

354 

346 

305 

282 

222 

150 

164 


(F) Economic services 

3721 

4203 

3433 

>495 

2660 

2606 

2492 

2782 

1944 

1894 



(2.2) 

(2.6) 

(2.3) 

(2.5) 

(2.2) 

(2.3) 

(2.4) 

(3.0) 

(2.5) 

(2.8) 


Agriculture and allied activities 

474 

497 

473 

538 

442 

431 

418 

378 

261 

243 


Energy, industry snd minerals 

535 

616 

574 

721 

688 

938 

830 

1091 

672 

805 


Transport and communication 

488 

657 

444 

567 

456 

210 

.340 

482 

232 

207 


Science, technology and 












environment 

874 

840 

816 

772 

672 

621 

555 

476 

427 

376 


(G) Postal deficit 

287 

313 

125 

200 

86 

209 

186 

260 

170 

191 



(02) 

(02) 

(0.1) 

(0.1) 

(0.1) 

(03) 

(0.2) 

(0.3) 

(0.2) 

(0.3) 


(H) Non-plan expenditure of UTs 

549 

521 

494 

1257 

1299 

1174 

986 

865 

725 

437 


without legislatures 

(0.3) 

(0.3) 

(0.3) 

(0.9) 

(1.1) 

(1.1) 

(0.9) 

(0.9) 

(0.9) 

(0.6) 


(I) Grants to stales snd UTs 

6016 

2327 

2334 

2271 

2645 

3921 

3982 

2143 

2186 

1789 



(3.5) 

(1.4) 

(1.5) 

(1.6) 

(23) 

(3.5) 

(3.8) 

(2.3) 

(2.8) 

(2.6) 


(i) Grants to foreign governments 

205 

153 

187 

155 

132 

147 

139 

120 

124 

139 



(0.1) 

(0.1) 

(0.1) 

(0.1) 

(0.1) 

(0.1) 

(0.1) 

(0.1) 

(0.2) 

(0.2) 


(K) Loans snd advances to 

7073 

9739 

5228 

4985 

4728 

5532 

7606 

5793 

4293 

3134 


suse and UTs 

(4.1) 

<6-01 

(3.4) 

(33) 

(3.9) 

(5.0) 

02 ) 

(6.2) 

(5.4) 

(4.6) 


(L) Other loans 

769 

1239 

936 

1731 

1008 

2009 

2881 

2036 

1107 

90S 



(0.4) 

(0.8) 

(0.6) 

(12) 

(0.8) 

(IJ> 

(2.7) 

(23) 

(14) 

(13) 


fM) Non-plan capital expenditure 

1485 

1664 

1402 

1469 

1785 

782 

947 

1091 

788 

667 



(0.9) * 

(1.0) 

(09) 

(1.0) 

(13) 

(0.7) 

(0.9) 

(1.2) 

(10) 

(10) 


Mtmoinm* - 












Defence pension (revised) 

2857 

2721 

2706 

2531 

2343 

1840 

1670 

1600 

1597 

1213 


PhtOTtfay 

48500 

48761 

46S82 

42855 

36660 

30961 

28365 

27520 

26151 

24209 

2 


(28.2) 

(30.0) 

(30.7) 

(30.2) 

129 9) 

(27.8) 

(26.9) 

(296) 

(33 II 

(35.5) 

( 

(A) Budget support fee central plan 

28V94 

27934 

27278 

23348 

19777 

17096 

17496 

18049 

16333 

14458 

1 


(16.8) 

(172) 

(18 0) 

(165) 

(16.1) 

(15 3) 

(166) 

(19 4) 

(20.6) 

(21 1) 

( 

(1) economic services 

20945 

20284 

20455 

17163 

15412 

13122 

13159 

14762 

13073 

11756 

r 


(12 2) 

(12.5) 

(13.5) 

(12.6) 

(126) 

(11.8) 

(133) 

(159) 

(163) 

(17.2) 

( 

(al Agncahure and 












allied activates 

2986 

2824 

2614 

2225 

1197 

1634 

1184 

1291 

1275 

11(1 


(b) Rani development 

6540 

5637 

6036 

4517 * 

3208 

2279 

2672 

2766 

1753 

1844 


(cl Irrigation and flood 












central 

288 

233 

261 

261 

75 

210 

161 

46 

209 

151 


(4) Energy 

3621 

3674 

4035 

3113 

314) 

2979 

3646 

4162 

3575 

2916 


(a) hdnriiy and miaerats 

3029 

2912 

3457 

3850 

2601 

2368 

2372 

2653 

2846 

3018 


(f) Tampon 

2265 

2122 

2147 

1790 

3216 

2358 

2313 

2696 

2411 

2015 


(1) Co—mfc*W. 

90 

97 

82 

65 

so 

72 

335 

144 

194 

151 


(h) Sriiara. technology 












andamdmnwni 

1597 

1408 

D62 

1184 

838 

814 

706 

679 

660 

499 


(1) Cemnt scon ami- servxea 

529 

1376 

461 

388 

354 

401 

470 

325 

150 

44 


(2> Socfef services 

7845 

7487 

6616 

5)49 

4294 

3947 

3997 

3240 

2202 

2633 



(4*) 

(44) 

<44> 

(38) 

(33) 

03) 

04) 

03) 

(4J» 

(19) 


(a) fdacsrfen. arts and cukure 2041 

1772 

1749 

1410 

110* 

993 

909 

900 

1063 

6*5 


(b) HwMI mi a —By wtUm 

2230 

2089 

2008 

1662 

1419 

1101 

1037 

828 

072 

750 


(C) Wmnsug^r. iwlfetni. 












SSSmm ~ 

1695 

1271 

1905 

990 

m 

8*3 

718 

Sit 

4*6 

2*7 






T»We 3: Central Government’* Expenditure (Continued) 


fbmm) 


1995*% 

1994*95 

1994-95 1993-94 

1992*93 

1991-92 

1990-91 

1989-90 

1988-89 

1987-88 

1986-87 

Budget 

Revised 

Budget 

Actuate 

Actuate 

Actuate 

Actuate 

Actuate 

Actuate 

Actuate 

Actuate 

(d) Wonutkm and 











broadcasting 10! 

58 

61 

60 

25 

112 

154 

266 

225 

198 

232 

(•) WedareofSC/STtandOBCtSI 1 

738 

632 

550 

485 

414 

344 

343 

299 

234 

211 

(0 Labour and labour welfare 136 

100 

126 

60 

34 

69 

20 

27 

20 

15 

15 

(8> Social welfare and nutrition 811 

1527 

735 

617 

543 

413 

359 

303 

267 

504 

161 

(3) Oeoerel services 204 

163 

207 

136 

71 

27 

40 

47 

58 

69 

58 

(0.1) 

(0.1) 

(0.1) 

(0.1) 

(0.1) 

(aeg) 

(aeg) 

(0.1) 

(0.1) 

(0.1) 

(0.1) 

(B) Central assistance to Bate plan 18726 

20134 

18741 

18558 

15664 

12708 

9949 

8719 

9082 

8923 

7079 

(10.9) 

(12.4) 

02.4) 

(13.1) 

(12.8) 

(11.4) 

(9.4) 

(9.4) 

(11.5) 

(13.1) 

(11.3) 

(O Central aw iatancr to UTi 780 

693 

563 

949 

1220 

1157 

920 

752 

736 

828 

916 

(0.5) 

(0.4) 

(0.4) 

(0.7) 

0.0) 

(1.0) 

(0.9) 

(0.8) 

(0.9) 

(12) 

(15) 

Agnjate Expenditure (I»II) 172151 

162272 

151699 

141853 

122618 

1t1412 

I0S298 

92908 

79111 

68261 

62916 

Notes’- Figure* in bracket* are percentages to aggregate expenditure; Subsidies include debt relief to farmer! of R* 341 crore in 1994-95, Rs 500 crate 

in 1993-94, Ra 1500 crore tn 1992-93. Rs 1425 crore in 1991-92 and Ra 1502 crore in 1990-91. 






Table 4: Revenue from Custom Duties 















(lb cron) 


1995-96 

1994-95 

1994-95 

1993-94 

1992-93 

1991-92 

1990-9) 

1989-90 

1988-89 

1987-88 


Budget 

Revised 

Budget 

Actuate 

Actuals 

Actuate 

Actuate 

Actuate 

Actuate 

Actuate 

Great custom duties (A+B+C+D) 

30803 

27559 

26369 

23117 

24599 

22881 

21226 

18562 

16234 

14059 

Refind* and duty drawbacks 

1303 

1109 

1169 

878 

882 

804 

658 

654 

479 

424 

Na coat are dtatiaa 

29500 

26450 

25200 

22239 

23717 

22077 

20568 

17908 

15755 

13635 

(A) Impart duth* 

30327 

27052 

25873 

22655 

24136 

21839 

20962 

18326 

16019 

13815 

* 

(29038) 

(25955) 

(24713) 

(21784) 

(23261) 

(21047) 

(20308) 

(17671) 

(15546) 

(13405) 

Of which 











(1) Fruiu (dried and fresh) 

(2) Animal or vegetable oik and fats 

175 

163 

140 

139 

107 

92 

93 

80 

77 

63 

and their cleavage products prepared 
edible fats, animal or veg waxes 

329 

307 

145 

128 

101 

148 

429 

249 

626 

619 

(3) Mineral subnance 

' (4) Petroleum oils and oils obtained from 

149 

135 

213 

170 

2.15 

216 

206 

153 

120 

89 

bttandaoui minerals and crude 
(5) Petroleum oik and oils obtained from 

2936 

3480 

4200 

4549 

4053 

3344 

3145 

2149 

1917 

1862 

btnmdnou* minerals other than etude 

2843 

2144 

2325 

1988 

1227 

731 

555 

282 

396 

274 

(6) Organic and inorganic chemicals and 











pharmaceuticals 

3004 

2513 

2117 

1804 

1977 

1916 

1742 

1613 

1408 

995 

(7) Dye*, colour*, ntunts and varnishes 

180 

16.3 

170 

140 

174 

155 

164 

131 

100 

91 

(8) Photographic and cinematographic goods 429 

373 

388 

302 

335 

286 

241 

182 

155 

131 

(9) Plastic and reticles thereof 

1144 

1078 

1200 

876 

1516 

1782 

1332 

997 

869 

703 

(10) Rubber and ankles thereof 

359 

3.32 

351 

324 

378 

321 

290 

210 

174 

149 

(II) Manmade filaments and staple fibres 

209 

195 

100 

99 

84 

127 

396 

328 

219 

198 

(12) Primary maaeriak of iron and steel 

448 

.389 

339 

252 

509 

392 

538 

433 

271 

137 

(11) Iran and non-alloy sled 

968 

880 

726 

612 

876 

864 

808 

754 

776 

677 

(14) .Stainless atari 

ill) Other alloy steel, hollow doll. 

167 

152 

80 

105 

102 

149 

341 

136 

299 

156 

131 

201 

90 

172 


242 

220 

267 

207 

387 

264 

(16) Article* of iron and steel 

293 

267 

407 

325 

386 

488 

364 

318 

283 

264 

(17) Capper 

1091 

1012 

678 

741 

693 

530 

505 

439 

431 

Ml 

(18) MacMaaty eacl machine tools and 
tail or rotter hearings 

(19) MacMnetoot* (pans «ttd accessories) 

(20) Bafl or rotter hearings 

(21) Heretical nmchteery 

(22) Motor vnhteter and pans thereof 

(23) bwmnMida(optical, surgical, etc) 

(24) Protect imports 
(23) Baggage 

2748 

525 

542 

2543 

756 

.418 

7448 

2234 

474 

513 

2109 

691 

450 

2027 

2300 

155 

266 

1850 

533 

529 

1450 

1971 

241 

217 

1328 

450 

447 

1242 

2214 

202 

256 

1859 

300 

473 

1360 

1835 

225 

232 

1654 

294 

315 

1S74 

1945 

209 

232 

« 

381 

1291 

1541 
164 
144 
1733 
297 
317 
. 960 

1065 

135 

141 

I3M 

265 

193 

1134 

921 

108 

119 

7*7 

to 

175 

1710 

737 

670 

1260 

659 

664 

487 

619 

586 

453 

368 

60 

50 

48 

41 

130 

16 

1 

6 

26 

40 

******** 

(58) 

(49) 

(46) 

(40) 

(129) 

06) 

(!) 

<5) 

(23) 

(47) 


97 

81 

83 

66 

55 

47 

33 

32 

30 

25 


(96) 

(80) 

(82) 

(66) 

(54) 

(46) 

05) 

02) 

OO) 

04) 

(» CMRm 


4 

3 

3 

3 

3 

2 

3 

3 

I 


| 

2 

2 

2 

2 

1 

1 

I 

1 

4 

(2) Tahncoa aa—mfactarad 

20 

16 

14 

IS 

It 

9 

6 

5 

4 

(5) Mario* pirfvA 

|4 

12 

6 

5 

3 

3 

3 

2 

2 

2 

(4) tenon 

Otharraealpt tad ante afgeM and 

319 

(308) 

376 

(366) 

365 

(351) 

355 

OSI) 

279 

074) 

979 

<969) 

228 

<224) 

198 

<196) 

15* 
’ (156) 

Ml 

(1*9) 







'P p.‘ 

1 

Table Si 

Im-i 

ifinaaaU 

ataaEa 

dar&ari 




• T 

if I" 


1995-96 

1994-95 

(994-95 

1993-94 

(992-93 

(991-92 

(990-91 

(909-90 

(988-89 

3f. J, 

fi 


Budget 

Revised 

Budget 

Actuals 

Actual 

Actuate 

Actuate 

Actuate 

Actuate 


GnaataodaMhi 

43930 

37900 

37800 

32696 

31362 

28585 

24881 

22670 

19122 


Refunds aad drawback* 

1150 

1000 

1100 

824 

710 

465 

430 

380 

296 

1 

Ntlata enteMi 

42780 

36900 

36700 

31872 

30652 

28120 

24451 

22290 

18825 

*' 

(A) McodaMiH 

36939 

31694 

31516 

27193 

26412 

23557 

20036 

177(9 

15308 


Of which 

(35589) 

(30694) 

(30416) 

(26368) 

(25702) 

(23092) 

(19606) 

(17339) 

(15012) 


(1) TajadMwMe 

(2) Vegetable fit* aad oil* pertly or 

- 

— 

— 

— 

68 

75 

76 

79 

77 


wholly hydro graneri 
(3) Caae or beet sugar aad chemically 

II 

10 

25 

16 

45 

49 

50 

103 

100 


pure nicroae ia sobd form 
(4) Moianea making from extraction 

321 

314 

355 

338 

311 

i 

284 

216 

200 

185 


or refining of wear 

120 

99 

95 

81 

90 

75 

58 

52 

26 


(3) Tobacco manufacture* 

2242 

2132 

2363 

2116 

2134 

1842 

1602 

1506 

1291 


(6) Cement clinker*. cement of all aorta 

2127 

1917 

2275 

1887 

1769 

1281 

1086 

951 

898 


(7) Motor spirit 

1495 

1583 

1515 

1359 

1287 

1245 

1202 

1201 

1034 


(» Kerosene 

387 

389 

305 

247 

239 

246 

255 

268 

241 


(9) RDoll 

(10) Oanttir aoda and potaah. 

1231 

1285 

800 

795 

743 

703 

693 

731 

683 


ptmxidet thereof 

191 

ISI 

138 

119 

117 

III 

118 

95 

71 


(II) Sodatth 

222 

175 

155 

131 

125 

98 

79 

69 

63 


(12) CVgaair chemical* 

1194 

1046 

790 

653 

714 

633 

437 

288 

246 



851 

673 

670 

551 

527 

426 

353 

311 

292 


(14) Patnt* and wsichex 

(15) Faanatial oil*. reaiaoidi. perfumery. 

356 

295 

378 

289 

294 

239 

187 

138 

(19 

i 

cosmotica or toilet preparation* 

380 

315 

311 

264 

295 

263 

226 

188 

167 


(16) Soap* 

387 

290 

345 

254 

216 

186 

152 

118 

III 

V 

(17) Organic aurface active agent* 

225 

180 

375 

285 

255 

164 

129 

112 

95 


(18) Pladic aad articles 

1811 

1449 

1900 

1417 

1221 

792 

488 

441 

359 


(19) Tyre*, tube*, flap* 

(20) Paper aad paper board, article* of 

1350 

1138 

1100 

1051 

837 

811 

803 

629 

676 


paper pulp or paper or paper board 

720 

570 

525 

488 

430 

388 

340 

313 

250 


(21) Cotton and cotloa yam 

(22) Synthetic filament yarn and revving 

555 

504 

352 

331 

295 

191 

185 

129 

118 


thread, etc 

(23) Artificial or aymhetic ataple fibre* and 

1750 

1521 

2000 

1541 

1503 

1630 

1401 

1049 

924 


low inch ah ng wane 

405 

347 

478 

376 

298 

256 

249 

227 

221 


(24) Iron aad alecl and article* 

4056 

3499 

2735 

2359 

2009 

1431 

1181 

1070 

829 


(23) Alamjahnn aad article* 

(26) Rcftiferator and air coarBtioaew 

608 

527 

578 

538 

615 

653 

582 

523 

271 


aad porta 

425 

340 

300 

264 

261 

271 

196 

180 

153 


(27) Macirinety tooh 

54 

43 

41 

36 

60 

88 

61 

32 

24 


(24) Bail or roller bearing* 

(29) Reception apparatus radio broademeo. 
adeviema receiver*, tael vtdeo 

232 

192 

200 

173 

186 

184 

(39 

III 

64 

» 

Mahon aad pnjecaon 
(30) lamiatad wires, cable*, eiectncal 

220 

167 

250 

194 

119 

232 

264 

216 

139 



575 

426 

473 

404 

421 

271 

205 

202 . 

188 


(31) Tractor* 

(32) Motor cats and other motor vehicle* 

50 

42 

24 

22 

79 

82 


46 

43 


far traneport of persona 
(33) laetn—eats (optical, photographic. 

1008 

824 

725 

597 

711 

779 

608 

391 

291 


awgfaal) 

IIS 

97 

115 

92 

(01 

93 

79 

65 

59 


(•) AddfatarnddnUeaen tasMtea and pnfath 

553 

484 

494 

462 

378 

348 

275 

209 

119 


<y which 

(1) Cane or beat sugar and chemically 

2980 

2673 

2701 

2438 

2177 

1861 

1490 

1475 

1276 


pane eacreae ia aoM farm 

360 

352 

397 

368 

339 

314 

244 

229 

22 * 


a) Tobacco arnluan 

1003 

956 

1062 

944 

933 

811 

701 

656 

526 


(3) Tractrte prodact* 

1607 

1336 

1232 

1121 

899 

735 

534 

584 

520 


(D) Camaa naiandfan 

3656 

3050 

3090 

2603 

2395 

2812 

3060 

3267 

2348 


0) Sagar 

>61 

ISt 

I7S 

(61 

163 

160 

(42 

134 

133 


(2) hnhgmmaa etude at 

3222 

2655 

2680 

2214 

2(69 

2466 

2757 

2947 

2029 


(3) Ceri aad cote 

97 

92 

92 

91 

80 

73 

70 

70 

65 


(4) TetovWeas 

- 

■ - 

6 

- 

4 

32 


38 

48 


it .. ■■ ■ ■ ■■> ■■■■— ■— ■■■■■<■■ A 


t 



Table 6: Reso ur ce* T rearffrrt d to State and Uatow Territory 
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Literacy Campaigns: The Future 

In matters of literacy practice, the intentions of the dominant do not 
necessarily work out as the discourse of the subaltern. Heightened 
aspirations generated on a mass scale and enabled through literacy have 
unpredictable consequences. The test for the progressive direction of the 
literacy campaigns would be their capacity to innovate forms of people’s 
organisation and thus institutionalise from below their positive social 
impact. An analysis of the literacy campaigns conducted in selected 
districts of Maharashtra and in Goa between 1990 and 1992 to identify the 
critical issues in literacy programmes, bring out the trends emerging from 
the data and suggest the directions that such campaigns might take. 1172 

Exchange Rate and Foreign Trade 

Does the exchange rate of the rupee significantly influence the levels 
of exports and imports? A study of trade, price and exchange rale 
behaviour in the period of economic reform._ \\91 


Tragedy of Chrar-e-Sharief I Dear Money 


The government’s version of the 
burning down of Chrar-c-Sharief and 
the events leading up to it are full of 
holes, hut more important is it that the 
destruction of the revered Sufi shrine 
has dealt a blow to the efforts of 
Kashmiri leaders such os Shabir Shah 
and Yasin Malik who have been 
working courageously to bring the 
gun under political control in 
Kashmir. _ 1151 

Narrow View 

The pooling of central taxes for 
devolution to the states, as recommended 
hy the Tfcnth Finance Commission 
under its ‘alternative scheme’, is 
very narrowly conceived. The 
commission ignores possible 
alternatives such as transfer of the 
entire Held of domestic trade 
taxation to the states. . 1153 


Marx and Morals 

The burden of the ami-feudal struggle 
in third world societies such as India 
falls on Marx, but not Marx alone. It 
calls for a certain broadmindedness on 
the part of Marxists here to recognise 
the strength and autonomy of their 
progressive companions in the dalit. 
women's and adivasi movements and 
also a reciprocal response on the part 
of the others. But their unity and 
autonomy in the current sectarian 
struggles can never be accomplished 
on a philosophical plane ol 
idealism and voluntarism. I3M 


Ethnicity and CoonoaaSam 

Internal power struggles goaded the 
Bodo movement into acUoi crime 
chauvinism, culminating to toe 
massacre of Muslims to Barpeta 


The policy of treating the money 
market as the fulcrum of central 
banking intervention has led to 
interest rates, which a tew months 
ago had been set to decline to aid the 
growth of the real sectors, having 
ha d to be pushed up sharply. 1144 

Enron and Indian Law 

» 

The Power Purchase Agreement 
(PPA) between the Dabhol Power 
Company and the Maharashtra State 
Electricity Board raises 'v.o 
important issue m law. First, the 
stipulation in the PPA for settlement 
of disputes by arbitration in UK is 
legally untenable. Second, the PPA 
violates the law of the Indian 
Constitution on public utilities. 1153 

Health and Economic 
Reform 

Drastic changes in the direction and 
content of development of health 
services have been urged upon thin! 
world countries as part of structural 
adjustment. Assessment of the 
conceptual, methodological and 
empirical strengths and weaknesses 
of these changes is an essential step 
both in formulating a cohesive 
people-oriented alternative and in 
acknowledging some of the positive 
efforts in health sector planning 
in India in the paw U5t 


After Dens 

Deng Xiaoping's very success, 
paradoxically, leaves to Ms 
successors a heat of fundamental 
problem related to ideology, 
the balance between economic 
and politic si reforms and toe 
institutions of toe patty and 




LETTERS TO EDITOR 


Destruction of 
Qirar-e-Sharitf 
i 

WE express our anguish at the destruction 
of Chrar-c-Sharief, the shrine of Sheikh 
Noor-ud-din. on the day of Id-ul-Zuha. At 
this moment of crisis we share the grief of 
the people of Kashmir. Burning down of the 
shrine means a permanent loss of a source of 
solace and strength to the Kashmiris in their 
times of despair. 

The foremost responsibility of the 
government of India and its forces was to 


We denounce the militaristic approach of 
the government of India which offers no 
respite to a people rebelling against 
oppression. We believe that the approach of 
‘ the government of India towards Kashmir 
has lent further legitimacy to the demand for 
the right of self-determination. 

Gautam Navlakjia 
Committee for Initiative on Kashmir. 

New Delhi. 

01 

WE share the grief of the Kashmiri people at 
the wanton destruction of the 15th century 
shnne of Sheikh Noor-ud-din Nooram. 


acted most irresponsibly, we unequi 
fault the government o f India for Ik 
its primary responsibility to protect tht 
and places of public importance, 
disallowed journalists ana Kashmir 
access to Chntr-e-Sharief a week - 
army moved in on March ft to 
positions around the town that 
independent corroboration for an 
claims made by the officials. Purtbi 
there had been no effort to resolve' 
aloqg the lines of the Hamtbal i- 
Not surprisingly there exists r 
difference between I be accounts 
residents and the officials about w. 


protect the shrine. In this task the government 
has proved to be a total failure. In fact it shows 
how far the rulers of India have moved from 
the values cherished by the people of the 
subcontinent. The presence of 50-60militants 
at Chrar-e-Sharief could not have represented 
a mighty threat to the Indian state. The 
precipitating of a crisis which led to the 
destruction of the shrine ol the most revered 
Sufi saim of Kashmir on the auspicious day 
of Id-ul-Zuha will only lead to further 
alienation of the people of the valley. 

The first ever Pakistan-lndia People's 
Convention on Peace and Democracy had 
called fora peaceful and democratic solution 
to the Kashmir dispute. Wc fear that in the 
wake of the destruction of Chrar-e-Shanef 
anti-democratic forces and war-mongers in 
the subcontinent would gain the upper hand 
We therefore appeal to the peace-loving 
people of India and Pakistan to press for a 
peaceful and democratic resolution of the 
Kashmir dispute. 

Tatan K Boat 

Co-ordinator. 

Pakistan-lndia People's Forum 
for Peace and Democracy. 

New Delhi. 

n 

DESTRUCTION of Sheikh Noor-itd-din's 
shrine popularly known as Chrar-c-Sharief 
on May 11 reconfirms our worst fears. For 
die last six years we have been warning that 
the Kashmir situation can take calamitous 
turn if the government of India does not roH 
bock its regime of tyranny. Fur weeks the 
government of India has beat claiming that 
the militants who look shelter in the shrine 
had laid explosive devices. Even if the 
allegations were true the wooden structure 
of the shrine made it incendiary. Therefore, 
any firing on the shrine by the security 
farces was fraught with danger. This was all 
the more true sinceChrv-c-Shgrief was one 
of the holiest shrines of Koharir. 

The fact that the ahrine was de st roy ed on 
the day Muslims celeb r a te as Id al Zaha. 
that there was a* pressing m as o n to act 
against the nuhOMs who hod taken shaft* 
m the ihrme from March only no to casino 
dint the g p vesa mc nt of 1 mm temahtod 
unconcerned show the consequences of fti 
policy and was dtorrminsd to Mm* 
estranged people to IshniiseiBS. 


known popularly us Chrur-c-Shanef. While blame for the bunting down of the 
armed militants desecrated the sanctity of What undermines the official accour 

the shrine by taking sheltertherc. it still docs sequence of events is the revelation 

not absolve.thc government of India of its army tried to pass off five bodies of v 
primary responsibility to protect the shrine, kilted on May 11 as those of militan 

There was no pressing need to free the has rekindled memories of the desi 

shrine ofthe 45-50 militants who in any case ofAkalTakhl in June I9K4 by the ar 

did not pose a challenge to the might of ihc of the connivance of the central ar 
Indianstaic. What is more by denying access governments in the demolition ol 

to Kashmiri leaders and journalists Ihc masjid in December 1992. Whatism 
government jeopardised its own claims. In government has treated every ci 
the wake of the destruction, no Kashmiri is activity of the Hindulva brigade « 

willing w accept the government's versuin As gloves Since parliament and the 

a result, hardliners on both sides, in Kashmir ha vc also made much about the dcse 

and rest of the country, have gained the upper of ihc shrine by the militants there is 

hand. Possibilities of apolitically negotiated point to the otOcial double-speak. 1 
solution have recoded. And after six years of no single instance of government 

repression the people of Kashmir arc once against the misue of religious plat 
again confronted with escalation of violence gatherings by the various wings of Hii 

SuonsH Vaid, Manoranjan Momanty. As a result, the government of 
P A Sebastian, Jagmohun Singh. identified as an appeaser of Hindutv 

K Bai.amitai , Manager Panoey . especially ihcir politics of hatred. 

Sumanta Banfjuce ano47 others persecutor of the cultural and p 

New Delhi minorities. Wc therefore appeal 

ly democratic conscience of our follow i 

.not to allow the government to 
PEOPLE'S Movement for Secularism scrutiny and accountability under th 
condemns the destruction of Sheikh Noor- of fighting terrorism tw a proxy wai 
ud-din Nooram'* shrine, popularly known Seema M 

as Chrar-e-SbancI on May II. While by People's Movement for Secularism 
seeking shelter there the armed militants New Delhi. 



Lost Opportunity 

E VEN as (he month-long review meeting on the nuclear 
Non-Proliferation Treaty (NPT) began last month, it was 
evident that the most important question was not whether the 
treaty would get an extension. That appeared a forgone 
conclusion. A lot of arm-twisting and a little bit of the carrot 
and stick approach together with the self-interest of (he non¬ 
nuclear nations would ensure (hat the nuclear club remained 
exclusive. In (he circumstances, the positions taken by the 
non-nuclear, non-aligned movement countries, incoherent 
and unconvincing, proved an ineffective intervention. The 
debate (has shifted rapidly to how the extension was to be 
achieved: by consensus, secret ballot or open 'showol hands' 
for a simple majority 

When it came inio being in 1970. the NPT was justifiably 
claimed to be the beginning of a process ot nuclear dis¬ 
armament. even while the discriminatory nature of some of 
its clauses was evident. Aimed ostensibly to prevent the. 
spread of nuclear arms beyond (he nations which already 
possessed them, it garnered support from 170 non-nuclear 
nations as well. The treaty required nuclear natioas not to 
transfer nuclear weapons or other nuclear explosive devices 
or iechnology>to non-nuclear members and hound the latter 
not to accept such transfers. Every non-nuclear weapon state 
undertakes to accept safeguards and allow inspections by the 
International Atomic Energy Agency (IAEA) for verifying 
that nuclear energy is not being diverted for producing 
weapons or explosive devices. Further, member states also 
agree not to supply nuclear technology. equipment or material 
to a non-nuclear nation unless such a country accepts 
safeguards such as IAEA inspections and so on. While the 
treaty allowed these nations to pursue research in using 
nuclear energy for peaceful purposes, most importantly it 
required all signatories to conduct negotiations to move 
towards disarmament: '‘Each of the parties to the treaty 
■undertakes to pursue negotiations in good faith on effective 
Measures relating to cessation of the nuclear arms race at an 
vly date and to nuclear disarmament, and on a treaty on 
>cneral and complete disarmament under strict andeffective 
Mcmational control." The discriminatory n.i«trc of the 
'Wy is particularly evident in this last clause, by which 
■“clear Siam are bound only to conduct negotiations in good 
a><b and with no time constraint to move towards disarms- 
ne, 't The main demand of the NAM signatories to the 
' ,p T. as wdlas India, has been that there should be a time- 
ra me for of nuclear weapons. Moreover, the 

f «ty is aiao considered discriminatory in the de mands it 
"akes on id nuclear and non-nuclear weapon signatories. 
<* instance, white aodar NPT the non-nuclear states hive 

V - ?■ 


to submit all their atomic installations to IAEA inspection, the 
nuclear nations are not so obligated and there is no provision 
for ensuring the non-transfer com mi tment on the part of the 
nuclear states. Thus, for instance, the repeated reports of 
China's transfers of technology to Pakistan and West Asia 
have not been subjected to any son of verification. 

Nevertheless, the NPT remains the centre-piece of the non¬ 
proliferation framework of which, ironically enough, India, 
a non-signatory of the NPT and a non-participant at the UN 
review, was among the architects. For. while it is true that (he 
stockpiles of nuclear armaments are larger today than they 
were 25 years ago. it cannot be denied that the NPT has paved 
the way for the START discussions and agre em ents on 
strategic arms. These have ensured the dismantling of a range 
of weapons and have also been instrumental in evolving 
means of destroying these weapons and inspection procedures. 
Other agreements being discussed are the Comprehensive 
Test Ban Treaty which, although it has been bogged down for 
long, appears to be making some progress. Among the 
sticking points in the CTBT discussions arc the ceiling to be 
prescribed for nuclear explosives, with the US sacking a five 
kiloton ceiling, the French 100-300 kiioions and the Russians 
l ,000 ki lotons. and inevitably the mechanisms for monitoring 
the agreement. There are also the ongoing discussions on a 
cut-off deadline for the production of fissile materials Such 
an agreement was demanded by the UN General Assembly in 
1983 and supported by India The US. for instance, stopped 
military production of plutonium in 1988. making it official 
policy in 1991. Other countries, such as Russia, continue to 
produce plutonium viewing it as a valuable energy source in 
a future generation of breeder reactors. Closely connected 
wiih these negotiations hate been the progressive 
developments in the mechanisms to monitor the agreements. 
The role of the IAEA has come into prominence with some 
countries suggesting the need for a separate agency after 
what has been seen as its failure to monitor the production 
of nuclear material in the Gulf The IAEA in a recent 
review meeting, however, sought a larger role in cutting 
nuclear arms, although it postponed final dccraoot till after 
the NPT review. Related to the nuclear disarmament 
process and following its lead arc other convention* such as 
the one on chemical weapon s signed in 1993 and tea on 
biological weapons, both of which need so be suewghtentd 
further. Alt of these, not wrpnungty, cantata kwphohn 
which may be exploited by nation* without prejudicial 
their signatory status. There » much that needs «o be done 
to strengthen ament agreem en ts within the framewart 
of dis armamen t . 



India played a major role in the evolution 
of a non-proliferation regime when the 
negotiation* which led to the NPT began. 
However, when the US and other nulcear 
states proposed the present framework of 
the treaty, it more or less withdrew from 
further involvement, refusing to sign the 
treaty on the ground that it was dis¬ 
criminatory to third world nations which, 
like India, had established large, well 
developed civilian nuclear programmes. The 
debate in India, therefore, centred on whether 
India should or should not participate in 
the review meeting. However, as some 
commentators have pointed out, such a 
position completely foreclosed discussion 
of the possibility of strengthening the 
disarmament process and obtaining 
concessions from the nuclear nations. 
Indonesia as the head of the NAM and 
South Africa put forward proposals for a 
short-term extension of NPT with periodic 
review which were unacceptable to the 
assembly. Some unsuccessful attempts 
were also made to ensure a time-limit for 
nuclear nations to reduce nuclear arms. 
However, within a framework which was 
committed to opposing the NPT there were 
few options. The continuation of the treaty 
in perpetuity with little or no change is the 
inevitable outcome of not considering 
multiple options and of NAM's inability to 
function independently of super power 
machinations 

EMPLOYMENT 

Against Conventional 
Wisdom 

ON the eve of the first ever world summit 
on social development, the International 
Labour Organisation (ILO) prepared a 
report analysing employment problems the 
world over and proposing national and 
international action to solve them. The 
report, World Employment 1995. the first 
of a proposed regular series, combines 
insights into policy formulation at the 
national and international levels with the 
findings of empirical studies on labour 
market trends 

Disappointingly however, the report 
tries to canvass propositions which do not 
follow from the facts presented. First, it is 
argued that employment problems are not 
the outcome of processes such as globalisa¬ 
tion and technological change, but of social 
choices, omissions and commissions of 
economic and social policies and sbort- 
eotmags m institutional arr an gements. Bat 
.ire not social choices themselves deter¬ 
mined by the aggressive promotion of 
globalisation and laiuez-faire by (he ad* 
vanced economy governments? This has 
imposed scvcrccomtraiiM* on foveonnents* 


freedom of action in the ‘policy-taker’ 
countries, but even the manoeuvrability of 
the industrialised countries themselves has 
been curtailed. It is for this reason that 
despite the US president’s initiative on a 
jobs conference of industrialised countries, 
the OECD Jobs Study (1994) and the 
European Commission's white paper on 
growth, the governments of these countries 
seem to have run out of ideas on how to 
cope with the problems of unemployment, 
under-employment and low pay and 
consequential low earnings, poverty and 
inequality. 

The other proposition advanced by the 
ILO report is that pessimism in dealing 
with unemployment is unwarranted. 
Optimism and hope should, of course, be 
the guiding principles of international or¬ 
ganisations such as the ILO, but should this 
mean ignoring grass roots reality? This 
should apply particularly to a blueprint 
prepared to be presented before a confer¬ 
ence meant to be an occasion for “the inter¬ 
national community to reaffirm its commit¬ 
ment to full employment and to signal the 
importance of launching new initiatives to 
deal with the mounting global unemploy¬ 
ment and attendant social evils". 

Arguing that globalisation hox already 
resulted tn a reduction of national policy 
autonomy in a number of areas, the report 
states that “the loss of national policy 
autonomy has to be compensated by the 
development of an international policy”. 
The integration of international financial 
markets and free cross-border movements 
of capital, for instance, have curtailed 
national autonomy in macro-economic 
policy-making, but the near-impossibility 
of instituting any viable mechanisms for 
international co-ordination of macro- 
economic policies as well as reform of the 
intemalionil monetary system have been 
brought out repeatedly by the deliberations 
of international bodies such as (he IMP. 
World Bank and UNCTAD Yet the ILO 
sermonises that “the objective should be to 
reduce destabilising effects on exchange 
and interest rates, to channel a greater 
proportion of world saving* to productive 
real investments, and to lower real long¬ 
term interest tares". 

Problems arising from the large increase 
of speculative financial flows in the foreign 
exchange and financial derivatives markets 
need to be resolved; aad proposals ad¬ 
vanced for the reform of the international 
monetary system, such as a transactions tax 
on financial flows and target zones for 
exchange rates, deserve serious considera¬ 
tion, not least for their potential contnbv- 
uon to sttatniag high levels of employment 
Recent experience does not, however, 
tMotre oMknism afeeat wwi at huer- 
naitwHl rn r f tr oi jonwal p n f ir y ni nt B e e 


tion among the advanced couotrit 
Bilateralism end regionalism continue i 
rule the roost, even after die develop 
economies have extracted the best of tern 
for themselves at the Uruguay Round trad 
negotiations on, among other things, tari 
liberalisation, foreign investment, intella 
tual property rights and trade and inves 
merit in services. 

Its analysis of unemployment in the it 
dustrialised countries is the most illumitu 
ing part of the report. Contrasting th 
current situation of growing unemploy ma 
with that which prevailed between 1950 an 
1973 when these countries enjoyed fu 
employment, the report argues that th 
latter was made possible because of thro 
key factors; a social consensus on th 
distribution of notional income that mad 
non-inflationary growth feasible; the hig 
priority given to the objective of full en> 
pfoyment by the international economu 
system; and stable monetary and trading 
arrangements. The breakdown of there, n 
particular the Bretton Woods system, 
accompanied by massive increases u 
speculative capital flows, has imposed 
severe constraints on national macro 
economic policies and created a bu 
towards restrictive demand managemen 
bereft of any creative ideas on achievia 
non-inflationary growth. 

Analysing the current unemploymei 
situation in the industrialised countries, it 
report argues that all the three model 
namely. American. European and Stand 
navian. have failed and the failure i 
attributable to their management of «• 
nomic growth since 1973. The repo 
systematic rebuttal of the conventio 
wisdom that differences in labour mat 
regulations and rigidities are central to 
contrasting employment performance 
countries is among its more important o 
tributions. It is often argued that strt 
trade unions and high wages, stringent e 
ptoynwm protection, generous welfare p 
visions and other such labour mad 
rigidities in Europe, in contrast to the re 
lively unregulated labour market in the t 
constitute the main explanation for th* P* 
employment performance of Europe I 
the ILO report points out. first, that o* 
tries in Europe had abandoned autonuj 
wage indexation by the mkMBKbawM 
increases had been kept below product^ 
growth. Even so. Eu r opea n tmempkrrH 
has remained high. The Impact of chaa 
in relative factor prices on capital-*® 
substitution Is alow Mace It operates a 
m a r g in through new itsvosnmnt. Mot** 1 
evidence on the impact of labour co«# 
employment dhow to* very tat* ***** 
are required toseoure even urnoH 
» employment Second, the clat# 



best employment outcome* because they 
ensure (he moet wage flexibility it alio not 
valid. The ILO has found that flexible 
adjustment of wages can occur under 
widely differing industrial relations sys* 
terns. Third, prescription of minimum wag¬ 
es similarly need not have a negative em¬ 
ployment effect since minimum wages re¬ 
sulting from collective bargaining are not 
“ impervious to market forces. Fourth, the 
effect of unemployment benefits available 
over long periods on the duration of unem¬ 
ployment has been found to be small. On the 
other hand, the economic advantages of a 

I well-functioning unemployment benefits 
system are dear. Finally, studies have also 
shown that job security is not a major factor 
in explaining high unemployment. A num¬ 
ber of European countries Had relaxed job 
security rules in the 1980s in the expecta¬ 
tion that (his would increase employ mem. 
but instead the main effect was to shift the 
structure of employment towards tempo¬ 
rary or fixed-term jobs. Employment pro¬ 
tection, on the other hand, reduces employ¬ 
ment fluctuation over the economic cycle, 
leaving overall employment relatively un¬ 
changed. 

THECONGRESS 

Farce This Time? 

THE sight of all the big chiefs of the once 
great Indian National Congress prostrating 
themselves, one after the other, before the 
widow of the late Rajiv Gandhi has been 
widely remarked upon. The one redeeming 
aspect of the unedifying spectacle it. of 
course, the low order calculation of self- 
interest which is only too clearly visible 
underneath the veneer of sycophancy. 
Congressmen, high and low, have appar¬ 
ently drawn the lesson from the elec te d 
reverses which have come thick and fast in 
recent months that only a miracle con 
ensure their political survival come the next 
. Sabha elections In their present mood 
■he current breed of Congressmen's sense 
of history is just about enough to take their 
thoughts back 2S years to what Indira 
Osndhi had been able to achieve after the 
Congress split then. 

The other redee mi ng aspect of the going* 
on in the Cuagrara is that the party men'* 
^dentations are not only of a low order 
, hut also very Hknly simple-minded. The 
ood-IWOs are aot the late 1960s after all. 
With her 'garibi hatao' programme Indira 
Csndhi bad bean able, for howsoever 
***** a time, to convince the people that 
*** had something definite and distinctive 
10 offer Amu, whereas A* one distinguish* 
•og mart, of today's Congress, afl parts of 
’T « *• ahaanoa oT an identity of any sort. 
Aft » <ba half iyelH^si pnnuit of essen¬ 


tially externally-imposed economic liber¬ 
alisation for four year*, the 1995-96 budget 
has been widely seen for what it is - 
evidence that the prime minister has 
developed cold feet, though once again 
without the will to do very much about it. 
Similarly, under Narasimha Rao the party 
has been alternately engaged in trying to 
steal the BJP's clothes with ill-concealed 
pandering to Hindu communal sentiment 
and attempting to woo back the party's 
traditional Muslim vote banks. The 
fuzziness affects all the groups and 
factions of the party. 

Even more material are the changes that 
have taken place in the country’s political 
landscape. When the Congress split a quar- 
tei century hack, the Cnngressfl) and the 
CongressfO) were the principal contenders 
for political power nationally. Today the 
break-up of the party is threatening to polit¬ 
ically marginalise all the groups. The 
geographical spread of the BJP's support 
across the country is now such as to lend a 
measure of credibility to its claims of emerg¬ 
ing as the largest single party in the Lok 
Sabha in (he next polls. And the challenge to 
IheBJP is increasingly coming not from the 
Congress as from well-entrenched regional 
political formations, with the Congress al¬ 
ready having got pushed min also ran 
positions in some of the state assembly 
elections. This explains the current most 
improbable revival of fortunes of Ihc so- 
called National Front which is nothing 
mure than a cobbling together ot the many 
regional panics. 

Congressmen's efforts to get history to 
repeat itself thus stand every chance of 
ending up as a farce. Sonia Gandhi and her 
advisers arc apparently not oblivious to this 
eventuality. That and nouny of the numer¬ 
ous explanations thai have been advanced is 
probably the reason for her reluctance to 
take the plunge to 'save the party and the 
country 1 . 

KARNATAKA 

Unsure Steps 

THE Deve Gowda ministry in Karnataka 
hokls power in the state hy none-vx>large 
a margin, with its 116 seats. It has been 
trying to gain time by espousing populist 
measures. This is particularly impor ta nt «n 
the context of die rising BJP support in (he 
state. But it» a moot question whether these 
measures are going to strengthen popular 
support for the ruling party or ie fact cant 
venous doubt about its ability to manage 
state affaire. 

Owe of its first announcnmni came dur¬ 
ing the first as semb l y r ereiun after u took 
office* to waive internet on tumia to faremrs 
from co-operative bank* aa lung at titty 


repaid the principal amounts by March 1995. 
However, the National Bank for Agricul¬ 
ture and Rural Development (NABARD). 
objecting to the move on principle, prompt¬ 
ly announced that it would withhold fund¬ 
ings the state's co-operative banks With 
NABARD denying funds, the co-operauve 
banks have to rely on the state government 
to bail them out. This reportedly will in¬ 
volve Rs 110 crate which the Mate exche¬ 
quer can ill-afford But the government has 
stuck to its decision and has promised to 
reimburse the amount extending the date 
for return of principal amounts to May 31. 
As of now lending for the kharif season is 
already suffering, particularly in the irrigat¬ 
ed regions of Bellary. Bijapur. Betgaum 
and Ratchur in northern Karnataka and 
Shimoga, Mysore and Tumkur. with small 
and marginal fanners being particularly 
affected. According to reports, an estimat¬ 
ed half-a-million fanners will be adversely 
affected. While this section of farmers is 
not a major concern of (he milium Karna¬ 
taka State Farmers' Association, it could 
well make a political issue out of the situa¬ 
tion. especially after its r.bysmal perform¬ 
ance in the assembly Elections. 

The government's other decisions have 
been equally controversial and difficult to 
implement. The latest of these is .he order 
seeking to make it mandatory for private 
employers to ensure that 80 per cent of 
recruitment at the supcrvisory/managenal 
level and 100 per rnt at the Vmcr grades 
are reserved for Kannadigas. that is. those 
who have been resident in uk state for 15 
years. Earlier the Ramaknshna Hegde 
government had sought to bring in such an 
order and had constituted a committee to 
review the situation The new order has 
apparently caused considerable consicr 
nation among i ndustn alists. especially those 
setting up new units. The other problem is 
that the order docs not specify a monitoring 
mechanism, without which it will remain 
only on paper. The government has also set 
a deadline for foreign companies who have 
signed memoranda of undemanding 
tMol's} to stait their projects in the stale 
within a month, failing which the govern¬ 
ment will withdraw from the a greements la 
support the government has pointed oat that 
of the 253 Molls signed stnoe 199). work 
on ortiyetght had actually sotted Suetftrty, 
the g o v e rnment has aim decided not to 
allow aorvKsnfladtgax to appear for the 
joint entrance c simulations forpndessrowai 
course*. This meant tint non f anwnOigas 
c ma t hope to get ment neats rathe state's 
numerous professional uottegev a move 
which ob vwrasty favors the mm a grreenri 
whocanrww charge exorbitant amo u nt s ftw 

Fo Uti caf o bs erv e rs have also pl ante d 
mu that the gover nm e nt , which won a 



major proportion of its seats in northern 
Karnataka, has been rather lackadaisical 
about giving representation to the region in 
the cabinet and about taking decisions, 
such as on the use of Krishna waters, which 
are crucial to the development of the region. 
The Upper Krishna project, designed to 
irrigate six lakh hectares, has made little 
progress because of lack of resources - an 
estimated Rs 1,000 crore over the next 
five years. 

On the law and order from, the govern¬ 
ment's handling of the growing tensions in 
the Gokak mills region m Belgaum, which 
subsequently lead to violence resulting in a 
police firing killing 11 people, has come in 
for severe criticism. The commissioner of 
police has been forced to call for a review of 
police handling of various situations in the 
recent past. 

The coming months will thus be crucial 
for the Deve Gowda guvemmem. it will 
have to do more than just pass orders, but 
will have to act on them. 

PUBLIC SECTOR 

The Show Goes On 


IN this, the fifth year of (he era of economic 
reform, it is startling to come across any 
mention of the social responsibilities ot 
public enterprises. Yet this is the theme ol a 
recent report of parliament's Committee on 
Public Sector Undertakings (PSUs). The 
report actually deals with the action taken 
by the government on the committee's 
recommendations in an earlier re poo on 
the subject presented to the Lok Sab ha in 
December 1993. 

The report is nothing if not blunt. The 
committee ticks off the government and the 
PSUs for their "callous” attitude to the 
PSUs’ social responsibilities. The govern¬ 
ment the committee is "greatly distressed” 
to find, has m all of the four decades of 
planning and promoting the public sector, 
studiously avoided spelling out the social 
objectives and obligations ol PSUs. As a 
result "while some PSUs undertake social 
responsibilities of their own choice involv¬ 
ing huge expenditure in some cases, there 
•re others who seem to be totally unaware 
of such an obligation ' But no matter, n is 
never too late. The committee tells the 
government very firmly to enunciate the 
social objectives and obligations of the . 
public sector and apprise it of the same 
"within a period of sit months from the 
presentation of this report”. 

In the meantime. Ae committee is not 
without some ideas of its own on what the 
social obligations of PSUs ought to he. 
Among these is the rehabilitation of those - 
displaced by public enterprises The com¬ 
mittee finds that "the only facility that was 


being extended to Project Affected Persons 
(PAPs) by most of the public enterprises 
was providing employment to one person 
from each displaced family", but even 
that had been discontinued from 19H6 fol¬ 
lowing a directive to that effect from the 
government's department ot' public enter¬ 
prises on grounds of ensuring the com¬ 
mercial viability of the PSUs and guarding 
against over-manning. Among other social 
obligations which the committee would like 
to sec the PSUs discharge arc rendering 
benefit to the local population hy awarding 
minor contracts for construction, mainte¬ 
nance. transportation, etc. to eligible people 
from the region, encouragement of uncitlar- 
ics and small-scale industries and even 
preferential treatment for companies run 
by NRIs when PSUs have to deal with 
companies abroad - by way of illustrating 
which the committee does not hesitate to 
name names and says that “public under¬ 
takings like VSNL must give preference to 
NRI-owned telecommunications carriers 
like Startcch established and run by NRIs in 
Washington. DC”. 

Faced with the committee's impressive 
list of social obligations for the PSUs. all 
that the government, in its replies to the 
recommendations of the committee's 
original report of 1993. is prepared to con¬ 
cede is that the policy relating to reserva¬ 
tion ol posts lor certain weaker sections of 
society is umlormiy applicable to all 
PSEs". For the rest, the government 
suddenly turns very zealous of the auto¬ 
nomy of the PSU s - it would like the matters 
raised by the parliamentary committee to be 


decided on by the board* of directors add 
managements of the enterprise* without 
outside interference, certainly not from the 
government. 

The make-belief of the parliamentary 
committee's innocent dismay at the 
government’s casual attitude to the public- 
sector's social obligations and the govern¬ 
ment's assumed distaste for involving 
itsell in the affairs of the PSUs is empha¬ 
tically reinforced hy the information that is 
presented about (he mechanics of prepara¬ 
tion ol the committee's report. For the 
purpose of considering the report, the Com¬ 
mittee on Public Undertakings had met on 
January 12 for precisely 30 minutes “from 
15.15 hrs to 15.45 hours". The meeting 
considered and adopted the report as up 
proved by the committee’s Action Taken 
Sub-Committee. And how often and when 
had the sub-committee met u> consider the 
replies received from the government to the 
committee's December 1993 report and to 
prepare and approve the drult action taken 
report for the lull committee’s consider¬ 
ation? Once, the same day. January 12 
though wc arc not told when and for how 
many minutes 

All said and done. then, the thirty-eighth 
report of the Committee on Public Under¬ 
takings. 1994-95. of the Tenth Lok Sabha. 
on the Social Responsibilities and Public 
Accountability of Public Undertakings’, 
while it will probably not do much to 
resuscitate the long-lost cause of making 
public undertakings more socially respon¬ 
sible, docs tell us something of the ways ol 
our parliament. 
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CURRENT STATISTICS 


EPW Research Foundation 


The annuel inflation rate baa «bourn a decline In recent week* becauac of a few enaunodioes The financial year IWt-W ended with increase* 
ol 9.7 per cent and 10.6 pet cent, rutpectively. in ibe CPI for laduatrlal worker* and agricultural labourer* Though overall monetary growth 
remain* moderate, net bank credit to goverwoeol,iu particular RBI irtdtt to the centre, ha* registered a phenomenal increase in the new fiscal year 
so fee feet loreign exchange asset* hare shown a loss of Rs 1.461 cron since March end. Equity prices have been on Ibe dec line, with the BSE 
Sente*, showing a 70 per cent low since the peak in September 1994. 
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15.71 

(17.9 

122.7 

149.9 

179.8 

110.3 

119.9 

1414 

137.9 

113.7 

107.3 

104.8 


tobacco products 


(6.9) 

(2.3) 

(6.0) 

(428) 

(45) 

<8.11 

(25.5) 

(21.3) 

(6.0) 

(24) 

0.7) 


23 Cotton textiles 

123 09 

156.1 

154.8 

155.1 

157.9 

1608 

159.2 

158.1 

159.0 

150.1 

(39.0 

126.6 




(-2.9) 

(-2.8) 

(-1.9) 

(-0.7) 

(95) 

(6.1) 

19.3) 

(5.9) 

(8.0) 

* (9.1) 

027) 


25 Jute, hemp and mesta textiles 

1999 

108.7 

82.7 

792 

102.6 

1072 

103.0 

99.9 

103.2 

87.0 

90.8 

1014 




(1.4) 

(-197) 

(-20.7) 

(13.1) 

(24.7) 

(22.3) 

03.0) 

08.6) 

(-42) 

(-104) 

(45) 


26 Textile products (mtl wearing 

8.17 

78.7 

79.4 

772 

77 6 

825 

72.0 

61.5 

7.34 

75.1 

972 

ID3.2 


apparel other than footwear) 


(-4.6) 

(10.3) 

(25.S1 - 

(105) 

(7 8) 

(-7.6) 

(-21.8) 

1-32) 

(-22.0) 

(-5.8) 

1-32.01 


27 Wood and wood products 

4.48 

202 7 

195.1 

202.9 

2 <M.8 

1984 

1985 

193.3 

198.8 

190.5 

183.0 

1972 


funumre and futures 


(2 2) 

(-1.7) 

(5 0) 

(-1 2) 

01 .8) 

06) 

(65) 

(44) 

(3.0) 

(-42) 

020 ) 


28 Paper and paper products and 

* 













printing, publishing and * 

32.35 

259.7 

254.1 

219.6 

2352 

230.8 

218.7 

2144 

224 4 

210.9 

203.0 

198.0 


allied industries 


(12 5) 

(162) 

(11.8) 

01 .8) 

(8.1) 

(14) 

(5.0) 

(64) 

(3.9) 

(25) 

(9.1) 


29 Leather leather and fur 

4.89 

191.1 

220.4 

221.7 

194.7 

197.8 

201.1 

211.1 

2012 

187.7 

' 1815 

194.3 


products (except repair) 


(-3.4) 

(9.6) 

(50) 

(-5.6) 

(2.9) 

01 .6) 

(22.6) 

(72) 

(35) 

(-4.7) 

(321 


30 Rubber, plastic, petroleum and 

40 00 

177.0 

192.8 

177.0 

ltl.6 

169.1 

172 5 

1734 

174.7 

1744 

172.0 

1740 


coal products 


(4 7) 

(11.8) 

(081 

(2.9) 

(-44) 

oo> 

(0.7) 

(0.1) 

0.5) 

(-1.1) 

(0.3) 

31 CbrmtcaK and chemical 













products except petroleum 

125 13 

1406 

320.9 

308.3 

307.3 

305.8 

300.9 

277.9 

2980 

277 0 

241.3 

254.1 

1 

md cook products 


(11.4) 

(6.6) 

(109) 

(65) 

(650 

(9.8) 

(74) 

(74) 

(6.0) 

I2J) 

04) 

32 Non-metal lie numeral products 

29.99 

231 5 

218.1 

2.12 1 

241.7 

203.0 

204.7 

2179 

217.3 

209.0 

2012 

193.1 



02.9) 

(65) 

(65) 

(84) 

524) 

(-14) 

(75) 

(4-0) 

0.9) 

(65) 

(1.7) 

33 Basic metal and aUoy industries 

98 02 

1905 

188.0 

178.6 

1932 

214.6 

234.9 

169.8 

2034 

1684 

167.9 

158.1 




(-112) 

(-20.0) 

(52) 

(14) 

(25.1) 

(46.7) 

(4.9) 

(20.9) 

(05) 

(5.7) 

00.5) 

34 Metal products and ports 













except machinery and 

22.88 

1504 

148.3 

144.0 

131.0 

1272 

126.6 

120.5 

1265 

1244 

1311 

143.1 

tf—port fTMifffrrnl 


(182) 

(17.1) 

(19.5) 

(6.9) 

(35) 

02 ) 

(-34) 

0.4) 

(-44) 

(-74) 

(04) 

i 

35 Machinery, wnchsnc tools 













1 aud ports gsoept deorkal 

6240 

2012 

184.1 

177.4 

2025 

197.9 

186.4 

1684 

tas.9 

1804 

1813 

1869 

iciiipr) 


Cl.7) 

(-12) 

(52) 

(4.9) 

(82) 

16.7) 

4-1.7) 

(44) 

(-15) 

(-1.9) 

(8.7i 

36 Electrical nadMffy. apparatus 

57,79 

570.8 

654.1 

455.7 

5425 

468.0 

4182 

381.5 

4524 

4834 

493.7 

5634 

aud j^pf—cei 


(210) 

(36.4) 

(19.4) 

40.0) 

(-12) (-135) 

(-11.9) 

1-64) 

(•44D (-J24) 

(22.7) 

37 Tranaport cqsnptucs* and parts 

63.86 

2442 

2252 

2122 

2505 

234.4 

192.2 

1749 

211 .t 

380.7 

t*M 

1925 



(85) 

(17.2) 

(20.0) 

(951 

(MU) 

(35) 

(-3.7) 

(32) 

(5A 

(-07) 

(4.1) 

18 Other mmm ftanrinj Minn 

9.05 

2649 

256.6 

2432 

2545 

25813 

291,2 

3*35 

3654 

279.8 

SM 

321.1 



(55) 

1-1(9) 

6451 <*16,91 

C-75) 

015) 

445) 

;w,w 


(-34) 











COLQATB-PALMOUVE (INDIA) 

Diversification Plans 

COLGATE-PALMOLIVE (INDIA), a rob- 
sidiary of Colgate-Palmolive, USA. declared 
a dividend of 53 per cent for 1993-94. Net 
sales were up by R* 103.65 crore (23 per 
cent), operating profit by Rs 19.16 crore 
(18 percent) and net profit by Rt 9.26 crore 
(19 per cent). Taxation was up by Rs 8.17 
lakh (16 per cent) and interest charges by 
Rs 6 lakh (75 per cent), while depreciation 
fell by Ra 19 lakh (3 percent). Other income 
rose by Rs 7.86 lakh (363 per cent), while 
non-operating surplus fell by Rs 1.86 crore 
(86 per cent). Exports were up by 104 per 
cent and imports by 52 per cent. Long-term 
loans were up by Rs 44 lakh. 

Earning per share fell by Rs 5 for the year. 
While sales to total assets were 252 per cent 
in 1992-93 and 188 per cent in 1993-94. 
sales to gross fixed asset rose from 707 per 
cent to 804 per cent over the same period. 
Inventories us n percentage of sales were 
down at 12 per cent. Gross saving to gross 
fixedcaprtal formation rose by 81 percentage 
points for the year. Gross profit to total 
assets fell. Raw materials consumed fell by 
6 percent ag e points. Operating profit to gross 
value added rose by 5 percentage points. 

The company issued and allotted 
1.12.92.735 equity shares of Rs 10 to 
Colgate-Palmolive. USA. >o as to enable it 
to increase its share holding in the company 
from 40 to 51 percent. A I: I bonus issue 
was also made in January. InMarchaLIO 
right* issue was made. Consequent to the 
above issues the pud-up capital of the 
company increased to R* 135.51 crore. The 
company acquired Hindustan Ciho-Geigy ‘s 
oral hygiene and healthcare business for 
Rs 131 crore. In the toothbrush market. 
Colgate and Cibaca would now command 
nearly 70 per cent of the market. Colgate 
had a 55 per cent market share poor to this 
acquisition. The company also plans to go 
■nto vertical integration projects and also 
diversify into high technology areas to 
effect import swtoeUtution for a range of 
raw material. 

The company invested R» 56 lakh in its 
R and D activities in the year. It decided to 
replace aluminium tubes with laminated 

tubes, for which t! entered into an agreement 
with Easel Packaging. 

CASTROL INDIA 

New Plant 

c '*dn8 India, affiliated to Buffluh Castro! 
^ uf UK. u the largest private sector 
comproy itt the Me oil market with a 20 
»**<** mufti! liim The performance of 


the company has been good for the year 
ended December 1994. Net sales have gone 
up by Rs 102.98 crore. operating profit by 
Rs 53.80 crore and net profit by Rs 32.54 
crore. While other income rose by Rs 8.33 
crore and non-operating surplus by Rs 92 
lakh, interest charges fell by Rs 2.34 crore 
and depreciation and taxation rose by 
Rs 57 lakh and Rs 5.10 crore. respectively. 
Thus, the rise in depreciation and taxation 
was offset by the rise in other income 
coupled with the rise in non-operating 
surplus and decrease in interest charges. A 
dividend ol 55 per cent was announced for 
the year. The company issued 1:1 bonus 
shares during the year. 

Debt-equity ratio fell from 18 per cull 
in 1991-92 to 15 per eent in 1992-93 and 
7 per cent in 1993-94 because of the fall 
in long-term borrowings. Shon-term bank 
borrowings fluctuated at 10 per cent in 
1991-92. 3 percent in 1992-93 and 21 per 
cent in 1993-94 While sales to total assets 
fell steadily in the past three years, sales 
to gross fixed assets fluctuated in the 
same period. Earning per share fell to Rs 
18 in 1993-94 Irom Rs 20 in 1991-93. 
Remuneration to employees fell for the 
year. Consumption of raw materials fell by 
I percentage point in 1992-93 and by 9 
percentage points in 1993-94. Current 
dividend to total paid-up capital rose by 11 
percentage points. This may he attributed to 
the payment of di vidend on the bonus shares 
that were alkxted. 

To meet demand, the company is setting 
up a plant at Sil vassa at a cost of Rs 50 crore. 
The new plant ts to have state-of-the-art 
technology lor lubricant blending The total 
capacity of the plant will he 1.50,000 Us 
per annum, it is ui have multiproduct Mending 
capacity with integrated facilities to suit 
automotive, industrial marine and other 
specialised lubricant products. The company 
is also undertaking modemisalion-cum- 
expansion of its six plants at a cost 
of Rs 20 crore The company has entered 
into tic-ups with automobile manufacturers 
like Maruti and other companies like Eit her 
and Hindusthan Powcrpfu* to supply first - 
till and servicc-lill lubes. It also introduced 
a new range of high cost speciality tubes 
branded Tnboi and Optimo! 

The research and development centre at 
Wadala was upgraded Evaluation capa¬ 
bilities in the areas of automated wear 
metal analysis. 2-stroke engine tests and 
grease performance tests were added on. 
The company’s technology group deve¬ 
loped and conducted suceeaafW user trial* 
of low smoke 2-uroke products, metal 
rolling oris, super high perthnwum diuaal 
engine oils add greases «o meet export 
ypedficatmtt. 


ESCORTS 

Corporate Restructuring 

Escorts, the two-wheeler giant has posted 
good result* for 1993-94. Net sales were 
up by 7 per cent (Rs 6.42 lakh), operating 
profit by 13 per cent (Rs 73 lakh) and aet 
profit by 28 per cent (Rs 26 lakh). 
Depreciation and interest charges 
increased by 6 per cent and 9 per cent, 
respectively. Other income fell by 11 per 
cent while noo-operating surplus was up by 
4 per cent. Exports were higher by 96 per 
cent. A dividend of 30 per cent was 
announced for the year which » 10 percent 
higher than for the previous yeas 

Debt-equity ratio rose from 80 per cent in 
1992-9310 109 per cent in 1993-94. Earteng 
per share was up at Rs 3 for 1993-94 a* 
against Rs 2 in 1992-93. Short-tens bank 
bonowmgs fell from 76 per cent in 1992-93 

to 41 per cent in 1993 94 Sates to total asrets 
and sales in gross fixed assets were up by 3 
percentage point* and 9 percentage points 
for the year. Raw material consumption 
increased marginally, while mvcntoriea to 
sale* were down by 2 percentage points. 
Value addition to value of production rase 
while remuneration to employees rem a ined 
the same 

The company has done well m the tractor* 
and motorcycle markets. It has embarked on 
a modernisation plan whereby the group 
companies are to be made independent 
and autonomous entities. The company is 
m the process ol progressively creating 
independent corporate identities for its 
biwhecler. construction equipment and 
telecom activities Alrerthi* disinve s tment, 
the company is to concentrate on the core 
activity of agn-husinm. auto and railway 
ancillary products. The research and 
development activities of the company 
involved an expenditure of Rs 39 lakh 
lor 1993-94. The activities included 
reverse engineering of raw matennh. sub¬ 
system for technology absorption and 
indigenisation. modifications of pro du ct s, 
import substitution and cot* red a ctio n by 
value engineering which helped the 
company increase its sates 

Among die ro t w id uncs of the company. 
Eicon* Henan potted a margmnl pro fit tor 
die year which is attributed to toe races- 
sNwry ctmmmt «mci m pmvmn 
in htd it a nd E u ro p e . Enrom ICE nndBacoro 
HoMtegstod •*«, white Bacons Ora* in to 
maiden yuur of operation triVaal a loan. 

The company's turnover rate by 33 per 
cm to 1994-95 Tractor and mutraeytto 
seta rote toerpty. The prang tunroror it 
aha raid to be i upie tun- Tbe pronto h 
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Financial Indicators 

Colgate* 

March March 
1994 1993 

Caetrnl India 

Dec Dec 
1994 1993 

Eaeorti 

March March 
1994 1993 

Rkt 

—Em 

March 

1994 

ne- 

StS_ 

March 

1993 

Ind 

_ tta 

March 

1994 

Ian 

March 

1993 

luom/ifyopfiittoii 

1 Net sales 

54560 

44195 

50034 

39736 

9029 

8387 

11290 

9900 

28089 

28511 

2 Value of production 

54785 

43860 

51055 

4178! 

8981, 

8424 

II185 

10333 

29047 

28942 

3 Other Income 

1002 

216 

1845 

1012 

241 

271 

442 

314 

989 

1143 

4 Total income 

55787 

44076 

52900 

42793 

9222 

8695 

11627 

10647 

30036 

30085 

5 Raw materials/siorcs and spares 

consumed 

15419 

14825 

32715 

30438 

3836 

3486 

5896 

5359 

14573 

15828 

6 Other manufacturing expenses 

17901 

12389 

129 

99 

2772 

2894 

1623 

1170 

4204 

3678 

7 Remuneration to employees 

1284 

1081 

1476 

f ISO 

1091 

993 

2041 

2225 

4344 

4092 

K Other expenses 

9040 

5554 

5997 

3903 

911 

783 

1323 

1382 

2766 

2340 

9 Operating profit 

12143 

10227 

12583 

7203 

612 

539 

744 

511 

4149 

4147 

10 Interest 

14 

8 

827 

1061 

476 

433 

170 

239 

2291 

1959 

11 Cross profit 

12158 

10434 

12116 

6410 

291 

255 

784 

253 

1873 

2183 

12 Depreciation 

512 

531 

258 

201 

174 

164 

368 

• 238 

822 

856 

13 Profit before tax 

11646 

9903 

11852 

6204 

1)7 

9| 

416 

15 

1050 

1325 

14 Tax provision 

5883 

5066 

4554 

2160 

0 

0 

285 

0 

357 

548 

IS Profit after tat 

5763 

4837 

7298 

4044 

117 

91 

131 

15 

693 

777 

16 Dividends 

4635 

3018 

2894 

1232 

102 

68 

90 

81 

283 

283 

17 Retained profit 

1128 

1819 

4404 

2812 

15 

23 

41 

' -66 

410 

494 

1 tahrttffraforafftf 

18 Paid-up capital 

12319 

5030 

3859 

1930 

339 

339 

450 

450 

1131 

1131 

19 Reserves and surplus 

7133 

6420 

16120 

13591 

1470 

1463 

8646 

5878 

4221 

3958 

20 Long term loans 

127 

83 

1573 

2449 

1988 

1458 

689 

905 

7730 

6154 

21 Shan term loans 

33 

33 

3418 

2314 

758 

1321 

665 

831 

6957 

7070 

22 Of which bank borrowings 

0 

0 

2719 

360 

564 

1074 

665 

831 

6772 

5608 

23 Gross fixed assets 

6783 

6243 

5175 

3849 

3520 

3386 

9215 

6521 

19370 

18039 

24 Accumulated depreciation 

2131 

1655 

1707 

1466 

1510 

1350 

2144 

1849 

12398 

11724 

25 Inventories 

7033 

6396 

12452 

10459 

1349 

1413 

2561 

2848 

7302 

6332 

26 Total assets/liabilities 

Mkrrihnrnui Rems 

28901 

17497 

38881 

28188 

7443 

7056 

12257 

9965 

27588 

25560 

27 Excise duty 

5637 

5275 

4612 

326 

IMK 

1007 

79 

106 

4743 

5027 

28 Gross value added 

13080 

11743 

14231 

8461 

2010 

1812 

2922 

2442 

8551 

8234 

29 Total foreign exchange income 

352 

172 

208 

75 

202 

97 

293 

216 

5071 

7074 

30 Tout foreign exchange outgo 

173* 

899 

12260 

6495 

47 

44 

1090 

KM 

2455 

2231 

Key Ihuadd am* prrfarmancr ratio* 

31 Turnover ratio (tales to total assets) (%) 

188.8 

252.6 

128.7 

141.0 

121 3 

(189 

92 1 

993 

101 9 

1115 

32 Saks to total net assets 

277 9 

382 1 

200.4 

195.9 

198 2 

183 1 

1080 

122 8 

,140 2 

155 7 

33 Gross value added to gross fixed 

assets (*) 

1928 

188.1 

275 0 

219.8 

.57 1 

53 5 

31 7 

174 

44 1 

45 6 

34 Return on investment (grots profit 

to total assets) (9>) 

42 1 

596 

31 2 

22.7 

39 

3.6 

64 

2 5 

68 

85 

35 Gross profit to talcs (gross margin! (%) 

22 3 

23 6 

24 2 

16 1 

32 

3.0 

69 

2,6 

6.7 

7.7 

36 Opening profit to saks <<* 1 

22 3 

23 1 

25.1 

IK 1 

68 

64 

66 

5 2 

148 

14 5 

37 Profit before tax to -oks (91 1 

21 3 

22.4 

23 7 

15.6 

1 3 

1 1 

3 7 

02 

37 

46 

38 Tax provision to profit before tax (») 

50.5 

51.2 

38 4 

.34.8 

0 0 

00 

685 

o.u 

340 

41 4 

39 Profit after tax to net worth 

(return on equity) (%) 

29.6 

42.2 

365 

26J 

65 

5.0 

1.4 

02 

129 

15 3 

40 Dividend <%) 

53.00 

60 00 

5500 

55to 

3000 

20.00 

20 00 

1800 

25.00 

2500 

41 Earning per share (Rst 

468 

9 62 

18.9) 

20 95 

3.45 

2.68 

291 

0.33 

61 27 

68 70 

42 4oofc value per share (Rst 

15.8 

22 8 

51 K 

796 

479 

47.4 

202.1 

140.6 

4084 

369.1 

43 P/E ratio (baaed on latest and 

corresponding tan year's price) 

100.5 

0.0 

259 

57 4 

37.7 

00 

0.0 

0.0 

00 

0.0 

44 Debt-equity ratio (adjusted for 

revaluauoa) (%) 

0.7 

0.7 

79 

159 

122.3 

907 

7.6 

14.3 

167.4 

147,4 

45 Short tana bank burrowing! to 

mnrtmona (%> 

0.0 

OO 

21.8 

3.4 

41.8 

76.0 

260 

29.2 

92,7 

88.6 

46 Sundry cmfctar* to sundry debtors (%) 

119.4 

25.8 

139.0 

1609 

96.4 

86.9 

•8.8 

107.1 

49.9 

54.3 

47 Total remuneration to employees 

io Croat value added (%) 

9.8 

9.2 

10.4 

13.6 

543 

54.8 

698 

W.l 

508 

49.7 

48 Total umauiimion to employees 

to value of production <*j 

2.3 

25 

2.9 

28 

121 

IIJ 

18.2 

2 IS 

154 

14) 

49 Grow fated tat tat fctmation (*) 

86 

- 

343 

32.7 

4.0 

- 

41.5 

ns 

8.3 

1.1 

30 Growth m inventories (*) 

9.96 

-V 

IV,Ob' 

33 n 

-4.53 


-10.08 

m. 
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organisation undertaken by the company 
and the recovery of the economy from 
recessionary condition*. 

RHONE-POULENC 

Margins under Pressure 

Rhone-Poulenc, the multinational drug 
major which experienced decreased 
profits in 1992*93. has done well in 
1993-94. Net sales increased by R» 13,90 
crore (14 per cent), operating profit by 
Rs 2.33 crore (43 per cent), and net 
profit by Rs 1.16 crore (773 per cent). 
Taxation absorbed Rs 2.83 crore. Depre¬ 
ciation went up by 54 per cent while interest 
charges fell by 28 per cent. Both exports 
and imports rose by 35 per cent and 33 per 
cent, respectively. An enhanced dividend 
of 20 per cent was declared for the year 
as against 18 per cent in the previous year 

Debt equity ratio fell by 7 percentage 
points for the year and short-term hank 
borrowings by 4 percentage points. Both 
short-term and long-term loans declined. 
Raw materials consumed rose marginally 
Earning per share was up at Rs 2. 

Since two-thiids of the company's products 
of human health formulations are covered 
under DPCO. margins remained under 
pressure. Remuneration to employees fell 
substantially which can be attributed to the 
rcintroduction of the voluntary retirement 
scheme. The company incurred a huge 
restructuring cost which affected its profit¬ 
ability in the previous year. In 1993-94. the 
company experienced a resurgence in 
margins, essentially the result of the rest rue- 
luring efforts. The company revalued ns 
land, building and plant and machinery and 
it had to make additional provision tor 
depreciation to the tune of Rs 2.67 crore for 
the year. 

Of the Rs 113.69 crore ales of the 
company. Rs 19 crore were accounted for 
by us trading activities. Sales of tablets, 
capsules and liquids accounted for 66 per 
cent of total tales. Capacity utilisation was 
31 per cent for tablets and capsules and 90 
per cent for liquids. The company 
introduced a new anti-proioaoal molecule 
in conformity with WHO guidelines. The 
product is said to have been wall received 
t>> medical professionals 

Rhooe-hmleoc spun off its chemical 
“nu. which w*» its lOOperceat subsidiary. 
The unit i* t6 be the subsidiary of Rhone 
^•enc SA Prance. which would pick up 
30 3 per cent stake its the unit. Earlier ihe 
compuy ttad diluted its stake in another 
01 it* subsidiaries, Rhone-Poulenc 
A *'|>chemicaU. A 505 per ceot stake in 
1*«s picked up by Rhont-Pouknc 
%<*flttO 

An wppW K # i f >j 3 Wakh was meowed 

*««** 5 «* dh msl apsu ai i activwo*. 


Development of new drugs, clinical trials, 
quality improvement development of new 
analytical methods were the activities 
undertaken. 

INDIAN DYESTUFFS INDUSTRIES 

Lower Sales 

Market leadersinthe vatdyc segment, Indian 
Dyestuffs Industries is the flagship company 
of the Sun-Gracc Mafatial Croup. The 
company has not potted good results for 
1993-94. Net sales fell by I per cent 
(Rs4.l2 crore). operating profit fell 
marginally and profit alter lax fell by 10 per 
cent (Rs 84 lakh). The effect of fall in 
other incomebyRs 1.34 crore and a Rs 3.32 
crore rise in interest charges was diluted hy 
(he increase in non-operating surplus hy Rs 
20 lakh, fall in depreciation by Rs 34 lakh, 
other provision by Rs I lakh and taxation 
by Rs 1.91 crore. Exports fell by 29 per cent 
for the year, while imports were up by 21 
per cent. A dividend of 23 per cent was 
declared tor (he year. 

Earning per share fluctuated at Rs 64 in 
1991-92. Rs 68 in 1992-93 and Rs 61 in 
1993-94. Consumption of raw materials fell 
by 5 percentage points (or 1993-94 and had 
nsen by 1 percentage point lor 1992-93. 
Return on investment fell by i percentage 
point for 1992-93 andby 2 percentage points 


for 1993-94 Short-term bank borrowings 
rose by 12 percentage points for 1991-93 sod 
by 4 percentage points for 1993-94. Sundry* 
creditors to current assets fell from 28 per 
cent in 1991-92 to 23 per cent in 1992-93 
and 21 per cent in 1993-94. (merest charges 
for the year were high. Sales of phthalk 
anhydride suffered during the year due to 
catalyst chuge related production toes. 

A new company under the name ofMafatlal 
Rose Color Industries was incorporated far 
the implementation of the projtci for 
establishing production facilities at Raoob 
in Baroda district for manufacturing 
speciality dyes with technical know-how 
and financial participation of Rose Color Inc 
of USA. Rose Color Inc is to have an equity 
stake of 49 per cent while 1DI is to have 51 
per cent equity stake. The diketeae project 
was put on hold due to high prices of acetic 
acid making the project unvrebie Initially, 
the company had planned to set up a 2.000 
tonnes per annum project a Tarepur in 
UX'jpical collaboration with NipponGohsci 
of Japan who arc Ihe world leaders in (fcketene 
production. 

Hie company expended Rs 128 lakh for 
its R and D activities for the yew Process 
improvement, technology agg radat i on aad 
quality control, development of new ranges 
of dyestuffs and intermediates and 
development and evaluation of aiternwive 
raw materials were the activities undertaken. 


NEW AGE INTERNATIONAL PUPUShERS 
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restraint on hunk credit tn NHFC» and in 
wtktdar hanagwtwl bridge loam to non- 
financiat cntnpuroc* have arretted hank 
credit growth hi recent week* and tn turn H 
scent* tn have catted the liquidity situation 
somewhat, itfheil temporarily. It t* under- 
stood that of the total incremental credit 
during the quarter Oilidrer-Dcvcmhcr 1994. 
as much a* Ml per cent went In NIIFO*. 
Resides. interest receipts Irnm the jins em¬ 
inent tin gilt-edged securities, interest 
cicditmg on deposit account*, and recycling 
ol HStl lunds obtained Irnm the year-end 
releases, have provided some hteuther in the 
otherwise light liquidity situation. 11 k RBI 
was quick to absorb this liquidity through 
an aggressive open market operations policy 
Juring the month. 

Okn Markkt Of* ATKINS 

There was a brief hill in open market 
operatkmsol the RBI after the first ever open 
market operation through the auction process 
was aborted towards the end of March. Subse¬ 
quently. hectic activity was resumed by the 
RBI immediately after announcing the new 
credit policy on Apnl 17. The Reserve Bank 
announced a list of securities for sale tin 
Apnl IX, revised it on April 26 and 27. and 
lunhcr revised it on April 28. as seen in 
Table A. 


1 \w i A lM s MssurTOnauTKiNSiN Awk. I VMS 



Sccunties 
Ottered for 
Sale trier Gem. 
Matanly Year) 

PlKC 

<™ Rs) 

Yield 
(Per Cent) 

Apnl18 

10.50; 1998 

95.57 

1X25 


11.75:2001 

95.53 

1X79 


It.SO; 2006 

91.25 

13.01 

Apnl 26 

12.(10. 199V 

96.76 

1307 

April 27 

1200. 1999 

96 77 

13.04 


12 50; 2006 

88 811 

1346 

Apnl 28 

12.00. 1999 

96.77 



11.50; 21)06 

8867 



til *ena) 




12.50. 2007 

94 30 



11 50. 2008 

87 96 


May 2 

12.011.1999 

97.02 

1 A 14 


Having signalled a high interest rate being required to make provuiom even ior 
regime unjust the previous day in the new their ^h-edged holdings. YTMs at die end 
credit policy, when the RBI announced of the yew have become significant, 
lower yields on government paper on April According to the RBI instruction, banks 
IX. ranging from I2.2S per cent to 13 per will have to now classify daar inv es tment 
cent, the market naturally got confused a nd portfolio into six categories; government 
did not come forward to buy. It was only securities, including zero coupon bonds, 
when the KBI offered to sell at a price ot her a pproved securities, shares, debentures 
giving yield to maturity (YTM) of more and bonds, subsidiaries and joint ve ntu r es 
than 13 per cent that it could mop up some (sponsored institutions) and others which 
liquidity; Rs 100 erorc through 12 per cent would include CPS, mutual fund tarns, etc. 
IW at an YTM of 13.0714 on April 28, Banks will have to value securities under 
and Rs 457.47 wore through 11.50 per each category scrip*we and merer he 
cent 2006 at an YTM of 13.46 per cent extent of depreciation or appreciation m tire 
on April 29. investment portfolio. They have also been 

mkedmcharfede|mciaittniodKprofi(and 
Valuation up SrauemB loss account and ignore appreciation. For 

calculating the v a h tarionimdenh c p en Baneat 
The Reserve Bank issued instructions portfobo. the RBI has asked hanks to book 
regarding valuation of securities portfolio of the gain arising out of the sale of securities 
hanks for the financial year 1994-95. The in the permanent category ftm in profit and 
practice of the RBI announcing the yields loss account and then appropriate it to the 
of government securities began at a tunc capita) reserve account, 
when the secondary market in jph-edged The yields pteacribod by the RBI are 
was not very active. Most of the securities, expectedly smooth with an upward slope, 
though listed on the slock exchanges, did ranging from 11.23 percent ftp one-year «o 
not trade in the market. There was thns no 13 percent for fO-year mammy. The RBI 
benchmark on the basis of which bank* instruction* me undoubtedly guided by 
could evaluate their securities portfolio for conservative pru d enti al reqummeuta. It is 
the amxuilauiht.lt was maiftfy for the audKing sometimes argued that bank* tbemsehes 
purpose that the Reserve Bank announced could have eataMhhed a market price for 
yields of the government paper and those each of the aaunded seaside* by same 
yields became the benchmarks for otaking nxituri trading specifically for this purpose, 
provisions m banks' balance sheets. Now For audit purposes what is required is a 
with the secondary market in go ve rnmen t market price. Par the securities which were 
securities gaining momentum and banks not traded in the market pnor to ctosmg of 
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Dae of 

Bids! 

Tendered 

Bids 

Atr^nmd 

CtMffhict 

On-uff 

Auction 

No 

Fact Value" 
(Amount) 

No 

Face Vdoe 
(Aiaouati 

rimx 

(Rupee* i 

YieldRate 
(Per Oemi 

1994 

April 13 

1.30 

288030 

53 

>95 50 

90 96 

*#V4 

Apnl 27 

113 

.3368.00 

32 

1140.00 

91.02 

VK7 

1995 

Apnl (5 

7 

9.00 

7 

9.00 

89 22 

1X08 

April 26 

8 

94.95 

4 

90.95 

89 12 

1X21 


IXaeof 

Auction 
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Mnwmm m law* i«mi 


Notified Btd* T em Wred 
AmouM N« face Value 
(Rap»e*> (Amount > 


Face Value 
(Amount! 


S fcm3veT 

on RBI 

(Amou n t) 


Cut-otT Cur-off Amuu 
Price hi Yield Rale Total 
(tujvx*) (Per Cent) 


1994 


April 7 

300 

46 

960 

25 

301) 

April 15 

500 . 

31 

W5 

12 

son 

Apnl 22 

500 

21 

Ml) 

II 

son 

Apnl 29 

1995 

300 

19 

407 

16 

377 

Apnl 7 

50 

7 

7 

1 

1 



t2i 

onto 

|2> 

(49) 

April 13 

W 

7 

7 

» 

1 

(2) 

(100) 

(2) 

t49j 

AprilJl 

30 

19 

131 

3 

40 


o» 

1120) 

•3) 

(10) 

April 28 

too 

31 

236 

1 

to 


13) 

(170) 

(3) 

<401 


000 

98 JO 

7 33 

1807 30 

60500 

ISD2JX) 

IL00 

9122 

7 25 

1936 30 

25400 

16723W 

0.00 

98.22 

7X5 

2148 30 

16 UD 

2132,18 

123 00 

98X2 

7X5 

8 M8 3B 

139(8) 

25*3 30 

(MR) 

9709 

11.09 

69600 

67 50 

62X36 

0.00 

97.08 

1203 

64600 

0.08 

4MM 

0.(81 

9711 

It.90 

64600 

01*4 

64640 

060 

97.23 

1146 

6960R 

•OB ‘ 
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Gsafh A: Cut-Ott Yield* of 91 -Day and 364-Day Tasatury Bills 
(Primary Auctions/ April 1993 to April 1993 


Graph B: Daily Quotation* op H tons and Loris « 
Call Mqncv Rato March 1995 and April 1995 



the financial year, all the hanks needed to 
do was to strike small onc/lwo crore rupee 
deals in each security that was not traded 
in order to get a market price for those 
securities. But. considering the lack of 
smoothness in the yield to maturity curve 
today, there is certainly no guarantee that 
the yields doctored by the banks for audit 
purposes could have been any better than 
what the RBI has prescribed. 

n 

Government's Market Borrowing 

Dated Sk-urittes 

The government of India began its market 
borrowing programme for 1995-96 towards 
the end of the month. It offered on April 21 
Rs 7.603.44crore worth of 366-day treasury 
bills for conversion into a five-year security 
on an auction basis. The time for initiating 
government’s market borrowing programme 
was ripe as some easiness in liquidity, albeit 
temporarily, prevailed in the market for most 
part of April. 

The government's attempt to convert its 
short-term debt into medium-term paper was 
understandable as it has a large stock of 
maturing 364-day bills which were used to 
mop up excess liquidity last year and thus 
finance more than anticipated gross fiscal 
deficit. The implicit yields on 364-day 
treasury bills issued between April 29 and 
November 25.1994 were just about 9.82 to 
10.04 per cent. Theae are much lower than 
the 12.08 to 12.21 per cent yields offered 
at the current fortnightly auctions of this 
paper. All policy and market trends have 
cteariy indicated that the gover nm ent would 
have to offer a high yield for the converted 
security. Even so. the market response was 
lukewarm, with major holders preferring 
redemption other than conversion: it was 
understandable became in a situation of 
excess investment of .the past, reduced 
ki a nMiathmt. slower growth in bank 


the preference for government paper 
would be at a discount. The Reserve Bank 
received bids for Rs 1936.58 crore which 
was only 25.47 percent of the total amount 
offered for conversion: the accepted 
amount was even lower at Rs 1653.58 crore 
or 21.75 per cent. 

That the government will have to pay a 
high return was a foregone conclusion. It 
paid 13.25 per cent. The government had 
paid 12.75 per cent on a five-year paper 
(zero coupon bondslonly three months back. 
The five-year security in the secondary 
market on the other hand was trading at 
13.12 per cent This was in sharp contrast 
to the funding operation conducted by the 
government in early 1994-95. It had 
convened 91-day treasury bills into 12 per 
cent 1999 slock and 364-day treasury bills 
into 11.75 per cent 2001 stock each with 
about 80 per cent successful conversion. It 
is true that the latest performance was 
somewhat more encouraging than the earlier 
conversion offer in December last, when the 


market opted to convert into a 11 per cent 
1997 loan only lor 2.77 per cent of Rs 3.720 
crore worth of 364-day treasury bills then 
eligible for conversion. Lack of repo facility 
on the converted stock, then as now. is one 
of the reasons cited by banlp for the poor 
response. 

Subsequently, the government announced 
one mom fresh borrowing with the auction 
of a 10-year paper worth Rs 13)00 crore on 
May 4. The RBI received 98 bids worth Rs 
1,299.10 crore but could accept only 55 bids 
for an amotml of Rs 959.10 crore despite 
offering a cut-off yield to maturity of 13.75 
per cent. The balance of Rs 40.90 crore was 
met by the RBI. The first tranche of time 
government borrowings of Rs 500croro has 
been launched in May at a coupon rate of 
I4p«r cent. 

The tmpHcauow of such high yield met 

M government aecarilks. accotonanled bv 


serious for 




borrowing programme during the y 
against the targeted amount of about f 
crore. the market has been prepared 
only Rs 2.900 crore so far in the 
offerings. Us gross market borrowii 
estimated at Rs 9.255.58 crore wi 
double the gross borrowing* of las 
Through medium and long-term bom 
the government plunt to raise a 
Rs 19,000 crore and through sho 
borrowings (364-day TBs) a i 
Rs 4.387.00 crore (net). Raising a I 
Rs 32.642.58 crore from a market l: 
for liquidity could be considerec 
difficult. In any case, the central gove 
is already budgeted to pay 51.5 per 
its revenue receipts towards gross i 
payments during 1995-96. 

Treasury Bills 

After a lull in activity in the p 
market lor 91-day and 364-day u 
bills, the second hall of April saw a: 
The market came forward once ag 
subscribing to these short-term - 
indicating its distinct preference for 
term liquidity. Taking a cue front dn 
market response, the government 
the notified amount for 91-day MU 
Rs50crore, which it hehfnow for I3ai 
to Rs 100 crore in the Iasi auction in 
The issue was fully subscribed, that 
participation in these auctions fror 
competitive bidden, which are undt 
to be state governments, has been inc 
both in terms of the number of biddi 
the amount than in the first (Table 

However, these successful bom 
through the short-term bills hw 
at high yield rates. Bor 91-day n 
biffs, they ranged from 11,: 
cent to 12.0 per cent (Graph Ah ‘ 
four percentage points Higher ; 
year ago when the cut-off yield) 
onhr 7.25 to ^J3 pet cent. Likewi 
364-day troasery MBs At cut-off 



xnt Xftinst 9.87 to 9.94 per cent last 
year (Table 2). 

in 

Money Market Operations 

Call Money 

The month of April which coincides with 
he onset of the traditional slack season 
witnessed a gradual softening of overnight 
noney rates. The first week of the month 
•nding April 7 opened with high call rate* 
anging from 16 to 19 per cent during April 
1-4 when the RBI is reported lo have injected 
?jt 730 crore worth liquidity through repo 
Jcals with the DFHI and STCI; repo deals 
worth Rs 881 crore were reported in the SGL 
transactions on April 4. Even so the call rates 


ruled 19 per cent in the initial hours but 
began descending and closed at 14.3 per 
cent. Except for the occariotud spurt to 18.5 
per cent on April 6. (he feet of the week saw 
the rates sliding down and dosing at 10 per 
cent, which was reg ar ded by the market as 
the resistance level. The entry of State Bank 
of India as a lender due to the year-end flow 
of PSU funds, ual so the continued presence 
of the DFHI and STCI with repo facilities, 
eased the pressure on the call money rates 
throughout the month thereafter. Besides, 
the relaxation of the daily CRR norm from 
83 per cent to SO per cent for the fortnight 
ending April 14 because of a number of 
holidays (but the problem got compounded 
because of two more unscheduled holidays) 
and relatively reduced incidence of window¬ 


dressing of the March 31 figures by banks 
(which coincided with a rep or t in g Friday) 
helped lo ease the call money rales in die 
second half of the month (Graph B). 

As the Bombay market had only two days 
of the week ending April 14 to operate, the 
Calcutta centre saw the call rase jumping lo 
18 per cent on April 13. The volumes were 
generally limited and the rales otherwise 
ranged between lOand 12 per cent. Towards 
the dosing days of the week Md thecariy 
pad of the next week ending April 21. die 
market faced uncertainties anting from the 
impending credit policy scheduled for April 
17. The RBI ' s ftrm announcement restraining 
bank lendings to NBFCs and grant of bridge 
loans to manufacturing firms has had a 
salutary effect in that the excessive demand 


Ta»u V. Daily Cau, Money Rate Oik itatiom or Highs and Lows in Pea Cent 
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All Four 
Weeks of 
the Month 

April 1995 Week Ended 


All Five 
Weeks of 
the Month 


March 1995 Week Ended 


28 <RF) 

21 

14 (RF)4 

7 

31 (RF) 

24 

I7(RF>* 

10 

3<RPl 

Mean 

11.04 

700 

1065 

1242 

15 55 

13.81 

1.7 75 

1635 

1168 

1510 

10.45 

Standard Deviation 

431 

2 78 

2.44 

3 26 

3 14 

4 17 

494 

1.49 

483 

141 

180 

foeffiaent of 

39.04 

.39.71 

22.91 

26.25 

20 19 

.30 20 

35 93 

911 

38.09 

9.34 

3679 


Variation | percentages) 


* For week ended April 13 as April 14 was a holiday. • For week ended March 16 as March 17 was a holiday m Bombay. 

Ta»li 4 Cau. Mimey Rates 

(ftr etm per mmmmt 


-Aeoims___March IW_ 

Heins . 21KRP) 21 I4(RF)* 7 3HRF) 24 I7<RF> 10 XRF» 


Weekly range 1.00-10.50 7 5-14 5 KtXMXM) I9MM000 1300-100 16 50-1800 17.00-1 OP 13.50-17.50 13 50-100 

Week end (Friday) 100-115 I0.00-8 «I 18 00-15 00 1150-1000 1.300-100 16.00-18.00 1.00-16.00 16.00-17.50 9 00-100 

Weekly weighted average* 7 53 10 26 1071 14.68 14.23 15 80 11.92 *489 11.40 

DFHI lending rases (range) 11.00-3.00 1400.8.15 11.50-10 IX) 17.75-1050 13.2.5-18 00 1550-17.00 16 00-901' 16 50-14 00 13.50-700 


’ Weighted average of borrowing rotes reported to the RBI by selected banks and DFHI. weights being propo ffln — I to a asoa n s s b o rro w ed 
t* Due to holidays, operations cover only iwo days April 8 and to 
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0 91-day bills 

- 

- 

- 

- 

- 

- 

- 

• 

- 

- 

- 

53400 

- 

m 366-day bills 81.00 

Sub-total Traded 

71.00 

7000 

239 txt 

239.00 

2.79 00 

non 

2100 

1100 

193.00 

20709 18300 

52400 

50500 

value 81.00 

2 Dated socunue* 

A OOI securities 

71.00 

70.00 

23900 

239.00 

239 00 

II 00 

21.00 

11.00 

193-00 

20300 18300 

52400 

53400 

50300 

o Convened 220.90 

34000 

119.00 

324 81 

331.11 

266.81 

35.00 

35.00 

35.00 34100 

3*900 27400 

92171 

99581 

7646) 

»l Regular 47 57 

37.57 

47.57 

65.00 

65.00 

65.00 

2500 

35.00 

25.00 
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14157 

19157 

14157 

m) Zerocoupon 

- 

- 
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5.00 

- 

• 

- 

- 

- * 
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Mao 
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B State govts stocks 1.83 
Sub-total: Traded 

3.83 

1 83 

0.42 

042 

a42 

0.13 

0.13 

0.23 

299 

3.99 2.99 

5.47 

• 47 

547 

value 270.70 

’PSU bonds 

.301.40 

231.40 

395.23 

417.23 

337.17 

60.13 

70.13 

60.23 

349.99 

427.99 91 99 107575 (21665 

9)7 8$ 

» Tax fire 11.5.3 

14.53 

II.S3 

2.00 
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- 

- 

- 
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10 50 4JO 
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Sub-toud Traded 
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•66 
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5366 

1 86 

0.23 

013 

015 
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500 5.00 

16.78 

9404 

1577 
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4.86 

63.86 

3.16 

005 
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3501 
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Graph E: Yield Curves for 364-Day Treasury Bills and GCM Graph F: Yield Curves por Dated GCH Sec mem** and State 

Secupitifs- Weighted Average por April IV95 Govt SeruRmes - Wuohteu Average pur April IW5 
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for bank credit was cased and the call rates 
steadily declined to a range of 8 to 10 per 
ana m the thud week and farther to 6 to 
6.3 per cut for most of the fourth week 
ending April 28 

As shown inTaMes 3 and 4, there has been 
a steady decline in the weakly averages of 
duly quotation* of call rates; to also In the 
weekly wmgbied average from 14.7 per 
cent in the Ant week to 7.5 per cent in the 
fourth week. Eve* the volatility ia the 
ones, at evidenced by the coefficient of 
variation, remained moderate; a slight 
increase ia the fourth week was cmentiahy 
because of the reporting Friday tows On 
April 28. they reached 1.0 to 1.25 per cere 
to recover to only 8.25 to I i.75 per cere the 
next day. 


To what extent the latest measure of a 
mfnhneoi lock-in period of 15 days, effective 
from April 29, for the bills rediscounting 
facilities wiH have its effect in narrowing 
the flu ctu a t io ni in the cad money rates is 
to be watched. Because of the implication* 
for CTUt/SLR oWFpwiom when cad money 
liabilities ate me teased on a rcportntg Friday, 
banks used to ctrcwmcnt tins by dang 
rediscounting foctfticsanddenvatfveManM 
promissory notes for as short a period a* our 
day as a subatmte to nemenriatare far caB 
money. 

rvmfm t+Mimmfr ftiwntm 

The operations fa the foreign exchange 
market during Ajud ^a ppeu r t sl somewhat 


in the 


call money market, ftm. dun to a fastiy 
comfortable level of foreign currency 
supplies, the spot r u pee defer rate wo 
m ostly stable fa the range of Rs 31.40 

Rs 31.41. wfodtwnsabo lower than the r*t 

that prevailed during March (ranging Ira 
Jb3r4*toRs3|.96aUSd<dl»^S«w^ 
fattml part of the month. due » 
de m an d Root impawn and. 

, the nartanre re dm cn« tare, fa® ► 
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to about 7JO per cm (Graph C). 

Secondary Marin m Government Paper 

While (be teconttoy market activities in 
9I-d^ Manny Mils continues to be meagre. 
thoae in 364-day TBs have been brifck as 
ever. In April, there were transactions worth 
Rt I 145.58 crore in the latter bills which 
compared with those in dated government 
securities worth Rs 1617.97 crore. In 364- 
day TBs. those maturing on April 28 and 
August 18 have been the ones to be traded 
briskly at YTMs which ranged from 13.12 
to 8.17 per cent and 13.21 to 11.76 percent, 
respectively. 

A distinct feature of the secondary market 
operations in government paper during April 

Asvsmmx 7 


was a gradual easiag of setting pressure as 
honks had io backtrack on their lowing 
spree following the new credit policy. As 
a result, the declining trend in securities 
prices was arrested in the last week of the 
month. For example, the 12 percent 1993. 
which was traded below par at Rs 99.65 to 
Rt. 99.75 with YTMs of 12.75 to 1153 per 
ccntin the third week, was traded at Rs 100.15 
(YTM: 11 .63 per cent) on April 29 aod at 
Rs 100.40 (YTM:11.03 per cent) on May 
3. Active trading continues io take piece in 
convened securities as many of them also 
enjoy repo lactltiies. Yet another feature of 
the secondary market iradug in government 
securities has been the intraday price 
variations in the same scrips a* recorded in 
the SGL transactions. On April 20, for 

in Suiikomiy Money Mauket Owratons: RBI’i 


Instance. 12.75 percent 1996 was recorded 
at having been traded rt prices ranging 
front Rs 99.75 to Rs 100.09, with the 
c o r res pon di ngly YTMs of 13.02 per cent 
and 1169 per cent respectively. Similarly. 
12 per cent 1995 was recanted as having 
been traded at Rs 99.18 (13 JO per cent) 
and Rs 99.90 <1121 per cent) on April 21 
This tndy reflects die inefficiency of the 
market. 

BektMy High Beal interest Bale 

The phenomenon of inverted yidd curve 
for dated government securities, which was 
observed a few months ago. stands corrected 
now (Graphs P and E). This is true of even 
state gov e rnment securities where can- 
siderabie secondary trading now takes place, 
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ill amounts (Appendix Table 
red Graph P). 

The yield curve for 36A-day treasury bills 
observes an upward trend in each week with 
the lengthening maturity, suggesting 
fonenily a normal behaviour (Graph D). 

If the yield curve for dated government 
Mcuridea ia plotted the way tt is done in 
Graph G. with yields being classified into 
liquidity premium, expected inflation rate 
(derived at9.Spercem for the period through 
April 1995 using the adaptive expectations 
method) and the real interest rate, the real 
rale of interest works out (o about 2.6 percen¬ 
tage points which is traly high for a sovereign 
debt instrument. There is scope for 
modulating the yield rates in such a way that 
they come down to levels at which the real 
raw of interest on this risk less sovereign debt 
-rad that too with minimal transaction costs 
fur the wbsarifamg bunks end institutions - 
is set at around one percentage point. 

New lanes ef PSU Bands and Other 

h mmments 

With the em erg ence of tightness in bank 
audit availability. PS Us have been finding 
it ddTkuh to raise finds through the bonds 
market Since the haghnung of March, there 
hmbeen wily dune iiim of HUDCO.tFC 
and the ted* teevar Mgran(BNL) and 
all of than have been hard put to raise the 
.Of these, the first one has 


been a tax-free bond, with central go vemment 
guarantee, the second for Rs 200 crote and 
the third forRs 300crore have been privately 
placed. The 1PC bond offered an interest rate 
of 13.5 percent with an additional from-end 
fee, which took the yield to 14 per cent. The 
SSNL bond worth Rs 300crore with a seven- 
year maturity offering a coupon rate of 15.5 
per cent payable semi-annually. Its success 
was to an extent ensured because of various 
pleasures and because the issue was already 
placed with banks, co-operatives, provident 
funds, trusts and mutual funds. 

While PSUs have faced difficulties in 
raising bond capital, the new credit policy 
has stimulated some additional activities in 
the market for commercial pa per (C P) and 
also imer-corporate deposits (tCD). As a 
result of an improvement in short-term 
liquidity, r ed u ce d call money rates, and the 
stiffening of the bank loan rates, banks seem 
to have taken a renewed interest in 
subscribing to CPs. About 10 issues of CP 
have been reported in the second half of 
April with interest rates ffiRdag fiom t5.5 
to 16 per cent which is in fact the revised 
prime rates ofbanksand financial imdtuuont. 

hOer-Corporm* Dep osit s 

bucrestiaf developments were noticed in 
(he imer-corporate depend market during 
April. These were: Muatioat. 


igf credit ratine 


by (be ICICI -Securftlerfl-Sec), oner 
syndication in (he ICD mark* and <fc 
by companies In repayment of CPs 
ICDs. Tne inter-corporate deposits mi 
has of late been di verifying into vine 
purposes. Prom the traditional functio 
bridging the short-term finding of corpc 
finance, the ICDs have been deployed 
source of investment iri primary ea 
markets not only in third company L 
(Lupin) but also for subscribing to 
own public issues: it has also becon 
source of large investment In real e 
(Videocon). 

In order to create a healthy markc 
ICDs, 1-Sec, the securities arm of 1C 
announced that it will rate companies fo 
ICDs market. Rating hopefully will lei 
developing healthy and transparent pne 
in this market. In another development 
credit policy measure of ban on bridge I 
against public issues has tended to incr 
the demand for ICDs whose reported . 
of interest have shot up from 14.5-19.. 
cent to 15-20.5 per cent. While the hi 
demand will put pressure on the rales in 
source of funds, the tight money condi 
has also led to another interesi 
development. As no single lender is ab 
give large amounts of funds, finance c 
panics have started arranging for syndic* 
at rates ranging from 18 to 30 per 
depending on the borrowers’ credit ri 

Secondary Transactions 

The secondary market trading in CP 
very limited as reflected in the NSE sc 
of Rs 90 crore in the first week, Rs 5 c 
in second. Rs 28 crorc in third and Rs 2 c 
in the fourth week of the month (Tabl 
The month also witnessed a disturl 
phenomenon, for the firs) lime in the 
market, of delays in the settlement of matt 
CPs, thereby creating a sense of unccru 
on the credit rating of such companies. Si 
of the big companies which reporu 
defaulted on timely payments were E 
Videocon. Lupin and Kesoram. When Lt 
defaulted with Dcna Bank, il had in p; 
penal interest rate of over21 percent. Dels 
payments of matured ICDs is anoi 
phenomenon afflicting this segment of 
money market. Recently, a reporte 
habitual defaulter. Shaw Wallace, defau 
once again to honour its ICD. On the 
of that, the company's latest PCD* have 
good rating (‘A’ category) by CR1SIL 
(he ground that rating for PCD* wa> 
longer maturity and defaults in the ! 
market by Shaw Wallace must not be Im 
to this; fhtt is indeed queer logic and H te 
to question the validity of (he wf 
instrumentality ofrating: ratings of comp 
debt instruments cannot be web a trunc 
and narrowly conceived phenomenon. 

Simultaneously. idling pressure oh 
bonds has in cre ased over tbit weeks of A 
so were the actual tra ded ara o nnt s. ran 
front Rs f crore te Rs tfi crore in the l 
throe weeks to Rs 30 crore in We b* w 
of (he month (Tib** 5k 
(V f PresaMh n dn rt an k W* stadsi 
fnrtMa pppnrJ , . 



Chrar-e-Sharief 

Victory for Hardliners on Both Sides 

Gaotam NavUdtfaa 

The government's version of the burning of Chrar-e-Sharief and the 
events leading up to it are full of holes, but more important is it that 
the destruction of the shrine has dealt a blow to the efforts of Kashmiri 
leaders such as Shabir Shah and Yasin Malik who have been working 
courageously to bring the gun under political control in Kashmir. 

THE burning down of (he shrine of Sheikh heavy tire by 11.30 p m on May 10 and 

Noor-ud-din Noorani, regarded as the patron major exchange of fire had taken place 

saint of all Kashmiris, in the early hours of between the two sides when "the soldiers 

May 11 confirms the worst fears about the had started moving forward to prevent 

evil consequences of a military response to foreign mercenaries from blowing up the 

the democratic aspirations of a people. Just shrine". This lends some credence to the 

as Operation Bluestar took place on Guru militants' claim that the army had advan- 

ArjunDev’sannivcrsary. Id-ul-Zohabecame ccd towards the shrine and fired mortar 

the day for the burning of Chrar-c-Shanel shells and that 32 militants in all had been 
On May 8. two days before the shrine was killed. 

destroyed, about a thousand buildings The other claim ol the officials - that 
around the shnne were burnt to cinders, militants had burned the 1.000 buildings on 

Since journalists and other observers have May t< to intimidate the local population - 

not been allowed anywhere close to the is even more incredible. It makes no sense 

shrine after March, there is no independent forthc miliums to clear the area surrounding 

confirmation of the death toll or even about ihe shnne when they were running out of 

the allegation that the militants had planted ammunition. The buildings obstructed the 

explosives in and near the shrine. The lad armed forces and to that extern protected the 

that Kashmiri leaders such as Yasin Malik militants. The militants would certainly not 

of the JKLF and Shabir Shah and Abdul have wanted to give the army a clear range 

Ghani Lone of the Hurriyai Conference andoffcrthemsclvesassittingducks. Indeed 

were stopped and arrested and journalists the May 8 arson, according to residents of 

disallowed from visiting the shrine to sec Chrar-e-Shanef {The Hindustan Times, 

the damage caused by the fire on May 8 May 9) was caused by the army firing 

strengthened the apprehension that security mortars The fact that the fue brigade could 

force* were anticipating if not preparing the enter the area and douse the fire close to 

ground for some action. the shrine also raises doubts about allega- 

As expected, the government, after initial tions that the militants had planted land 

lumhling about the sequence of events mines, explosives, etc. Let us also remember 

Icadmguptoshrinc'sdestruction.has Warned that in the early days when journalists still 
'Pakistan-trained mercenaries' The minister had access lo ihc area no such allegations 
or state for Internal security, Rajesh Pilot, had been levelled. These charges began to 
upped the ante by warning Pakistan that "we be made only al ter ihe authorities clamped 

shall have no option but to accomplish the down on the journalists' access to Chrar-c- 
unfinished task" - threatening to declare Shanef. 

war, hi other words. This sabre-rattling Whether the May 8 fire which cleared the 
appears to he an attempt aldenecting public shnne of the surrounding'obstructions'was 
attention by building up anti-Pakistan intentional or not. the fact remains that tor 

hyatori*. Official statements, accepted the first lime Indian security lorces had the 

unqueatiomugiy by the media and political shrine within the unobstructed range of their 

commentators, are foil of holes. Officials firearms. The 50-60 militants inside the shnne 

claim that the army did not move towards did not pose much of a problem for the 

theahrineorreturnfireiintilafierthciTHlilaflis Indian administration and there was no 

bad burned down the shrine They add (hat pressing need u» eagagem retaliatory srikea. 

no mow than 10 milhaMi were killed in the especially if it were true, as the governmen t 

"gun battle when troops foiled the dainu, that the militants had hbdexplosives 

merceamtea* bid to mace " Officials argue in the shrine. In any cue. it waa c om m o n 

that theatSfoMU mid ‘their masters' warned knowledge that any direct hit on foe shrine 

to upset for meedy improvement in the by the security form. even miaMtxpioeirei. 

situation in Kashmir, especially the govern- earned the risk oT the more than 500-yetwv 

romi’i efforts to reintroduce democratic old wooden ihnoe catching fit*. Therefore, 

processes through elections. However, the decision lo attack or cvaarenOmse must 

police Mured have staled (The Tribune, • have been cleared by foe Mghret govern* 
May 12) that foe assay had eomc under meM authority. 


NoEnqmsv 

The militants cannot escape blame for 
taking shelter in the precincts of the shrine. 
But then it hat to he r emem bered that it is * 
the Indian government's repression let lootc 
by the then governor Jagmohan which is the 
principal cause far thousands of Kashnsm 
taking up arms. The present governor is on 
record that in December 1989 there were 36 
companies of security lorees fighting 300 
militant*. By March 1993 there were 300 
compa ni es of the security forces and one v 
division of the armyfighting 10.000 militants 
with another 5.000 across the border. This 
was after2.000militants had been killed and 
10.000 a ppr eh e n ded. Kashmiri youth heyan 
going across the border in large numbers 
only after March-April 1990. And now there 
are approximately half a million men of the 
army, the so-called Rashtriya Rifles and the 
para-military forces controlling Indian-held 
Kashmir and fighting an unspecified number 
of militants - after having killed mure than 
4.000 and arrested nearly 20.000. 

It may be suggested .hat the destruction 
of the shnmf was the result <4 an accident 
or a decision taken by local com ma nders 
However, this is very unlikely, considering 
the politically sensitive nature ot the shrine 
wu h its emotional and religious appeal. Also, 
the handling of the stege of the Haendhal 
shnne showed that the prune imnister’s 
office (PMO) is directly involved m even 
decisions on day-to-day mailers. What is 
more, with the formation of the departmen t 
of Kashmir stint's under the charge ot the 
PMO. it is doubtful if any local commander 
could operate at Chmr-c-Shanet without a 
dear brief In other words, the possfbduy 
of the destruction of the holy shnne mast 
have been taken into a modem ton by the 
highest political authority. Decision-makers 
may have calculated on a muted response 
to the destruction ol the shnne from those 
quarters in Islam which have frowned on 
worship at the shnne ol the Sufi saint. The 
Indian high commissioner in 1’K watt *o 
far as to claim ui an interview with the BBC 
on May 11 that lundanienialisu had 
destroyed the shnne once they r eg arde d it 
as a ’Hindu' structure 

On May 9, the day hclore the destruction 
of Chrar-e-Shancf. the nghbt and M in 
parliament unitedly condemned the 
government for ‘kneeling' before foe 
nalkanu. Not a wont was sad about foe 
Kashmiri people's alienation and the 
violence perpetrated agaim there, dadoed 
there was not even the ureal vacoow taht 
of the political proem. And on May II. 
bamng foe CTRMkaft the garde* in prefca- 
reeot blamed foe 'onveaane*' for foe 

official chares or wo n te d that the everex in 
Chrw had g mvely i Mfo rco uand the effo rt * o f 
Kmhmni lenders such at Shfow Shah. Yaaia 
Malik and others who had worked 






oourageouaiy to bring the gun under political 
control.* It is a doable defeat for them 
became for the first time in six yean they 
had begun to reach oat to the Indian public. 
The detraction of the shrine is a victory for 
hmdNacn on both sides. 

The prime minister has ruled out a judicial 
inquiry into the destruction of Chrar-c- 
Sharief oo the ground that it was an “opera- 
tiooal matter” and these are "never made the 
subject of judicial inquiries”. This was hardly 
surprising, though the government has 
insisted that the blame for burning of Chrar 
town and the shrine lay with the Pakistan- 
baefced mercenaries and that the government 
had irrefetahie evidence to that effect. Once 
again, there was no protest in parliament 
over the rejection of the demand for an 
in d c p ru de nt probe. The MPs only chastised 
the government for failing to foil the 
aHcged conspiracy of the Pakistan-hacked 
mareenarie a to destroy the shrine. The 22- 
manber all-party delation of MPs which 
vishod Chrar and was confronted by the 
victims of the fire who shouted slogans 
against the Indian army whom they Named 
Coir burn in g the shrine, had nothing to say 
in anuagir the laryln'i n nan tafhaul Indeed 
a few days earlier CPi leader Indarjit Gupta 
had depre ca te d reports in a section of the 
pan that, according to him. 'maligned* the 
army hy biaming it for the destruction of the 
shrine. He advised the press to exercise 
‘ re s tr aint* in such marten. - 
- tVMirrtillrrrmf?sjnHTiahrtthiwIhnt' 
marked and hernea up by the CRPF in 
Jaream when the Jammu Press Association 
took out a peaceful procession from 
Kcshlrncy Road to the stare secretariat to 
pretest aghast in terfe ren ce by police and 
reenrky forces m the day-to-day functiomng 
of new sp e r sons. Neither the Press Council 
nor foe where' Guild was moved to protest 
sparest the attack. Two weeks before this 
■PWL fli mmol i /, remcnom vaa Deco 
placed on the* entry of joumaiisu and 
*outsiden' into Chrar. This was done after 
the army moved in and took positions 
around Chrar-e-Sharief. Between then and 
the May R arson which destroyed a large 
number of buildings around the shrine, the 
Indmn media did pot protest against 
the restrictions placed on the press in 

Kashmir. 

Throughout the period of the siege d 
Chrar-e-Shartcl. BIP MPa routinely 
necueed foe government of adopting a toft 
policy ris-a-vis the 'mercenaries*. On 
March 20 the BIP said that concern for the 
safely of the shrine should not he made an 
dense for inaction. They d emanded foal 
security forces be given a free hand to deal 
wilfc tin m&mts. 

nm arena m m Ovu mi C i uan 

As early m os Muuary 24 the army chief 
had told the press at Pune that‘Pearly 100 
nutitaNH** had taken shelter m Cbrar-c- 
Sharicf. But he hateued to add that the 
n ee di er of mditeres was no mom than n 


guess. On March II general i $ Chilian 
told reporters in Srinagar Owl**for ihecapture 
of 30 to 40 militants there in the town we 
cannot risk the life and property of people**. 
Tbt* was later confirmed after the burning 
of the shrine hy the local commander at 
Chrar-e-Sharief. brigadier Mohindcr Singh, 
who tuid BBC on March 12 that there were 
no more than 33 militants in Chrar-e-Sharicf. 
Yet officials and the media have quoted 
fanciful figures of anywhere between 100 
and 500 militants holed up in Chrar-c- 
Sharief. When no more than 32 are said to 
have been killed hy the security farces, no 
one seems to know what has happened to 
the rest of the militants. Of the 14 bodies 
shown to the press, five turned out hi he 
those of local residents, even though the 
army commander had claimed that there had 
been no civilian casualties (Business 
Standard. May 13). 

Even on the presence of foreign militants 
in Chrar. there have been discrepancies in 
official statements. The army commander in 
Chrar has said that these were from Pakistan- 
held Kashmir and Pakistan and that there 
were none from Afghanistan (The Times of 
India. May 13). The same day the union 
home miabtiy staled that "there were m all 
seven confirmed foreign mercenaries... 
Mast Gul... is an Afghan national...another 
was a Sudanese mercenary** (Asian Ape. 
May 13). 

General J S Dhilkm, carps commander, 
mid correspondents on May 12, "we had 
envisaged that after the winter the militants 
would come out of the shrine. When at the 
end of March we found no sign of their 
coming out. troopa were called to puuoi the 
outskirts of the town**. He also claimed that 
the army neither laid siege to the town nor 
moved into foe town until May 11 morning 
after the shrine was burnt down (The 
Tribute. May 13). But this is contradicted 
bytthcr reports. The army had moved in 
and taken positwes around Chrar by March 
8 dnd from then on there were reports of 
reguiar exchange of fire. This would suggest 
a decision to engage the militants in 
h u cn m o cnl gun butte to test ihctr resolve 
and make whatever advance was possible to 
gain advantage. There had been heavy 
eidt a nge of fire between foe two sides 
between Match 23 and 28 which had caused 
panic among the people (Asian Age. 
March 30). Thb situation continued until 
April 22 when, accu n ha g to the police, foe 
army su cc eede d in taking up positions oa 
two hilts. NafclTeag and Dekte* Bal.teride 
Chrar town. Thb brought them ur tfo i a 100 
.metres of the shrine. Oa April 23 a police 
amoebic was lulled when the army opened 
fire on a pohee but coming from Chrar 
l The Time s aflndta. Ap ril 25). O n April 26 
an-army spekeapanon cl a imed foal Mari 
Gul hod tuid the local SHO that he would 
blow ap foe forme. The 9 at Badfcam 
protested against the army daun and 
expressed the fear that seek claims 
could result m the SHD brim krtted. On. 
Apnl 27 Bhacawrit rhnmrwa.attniareruf 


stare to OwWrtO.tetwtfoeareptytoBJP’* 
K LSharmasaidthat foegovernment would 
consider flushing out militant* and foreign 
mercenaries hofodup inside Chm-e-Stated 
and confirmed that there had been intermit * 
teM exchange of fire between the two sides. 
The UN Human Rights Commissioner 
lamented after the destruction of foe shrine 
that the government had failed to protect foe 
shrine despite the assurance given to him. 
What all this suggests is foal the army had 
hecn preparing for action. The prime minister 
said on May 12 thri the suae administration 
and the security lorvcs on the spot had been 
“given full authority” to deal with the 
situation in Chrar-e-Sharicf. 

Fire brigade personnel have accused the 
army of having ordered them to remain 
inside throughout the night of May 10-11. 
warning them of dire consequences were 
they to attempt hi douse the fire. Earlier, 
on May 8. fire tenders had been allowed to 
put out wily fires close to the shrine The 
police say that there was heavy firing hy 
11 • 11.30 p m no May 10 when foe army 
began moving towards foe shrine. A report 
by (he correspondent of The Tribune 
(May 12) cites local police as saying that 
hy 11.30 p m on May 10 “a major exchange 
of fire took place between foe militants and 
the troops. After three hours of crossfire... 
in which UMGs and LMGx were also used, 
the shrine of the Sufi xami was seen in 
fiames**. Former governor Gtrish Sasena 
made an oblique criticism of the army's 
moves in a recent interview: “As it is 25 odd 
militants are killed every week, and mure 
than that number are captured. There is. 
therefore, no great advantage in killing a 
dozen or two dozen ultras in a place iM 
worship. The administration generally 
avoids a showdown at a shrine or any 
other densely populated place where it could 
be placed at a disadvantage politically or 
psychologically" (The Hindustan Timet. 
May 21). 

The initial efforts to shift foe blame on 
to Pakistan and the bombast of government 
spokespersons warning Pakistan and even 
threateioag war have come to aoughl. That 
foe government has aot bean able to provide 
any evidence of Pakistan's tote in the 
destruction of foe shrine and foat it has not 
lodged a formal protest with the Pakisuo 
g overuroaot through diplomatic channels 
mritea it dear font ittextravagaMaccusUhstn 
were meant for d om estic c ou w tmp tkm . To 

divert attention anca agate the prime aumsKf 
hmbacn ha rpi ng on foa g e a n r n a an l ’awadve 
to hold ejections mKuhrntr. He abases! 
in par ti a me ra an May ihthnt lhugu iar a meri 
wouM-conudarar^foiogrimrtcrf-aewk^ 
withte foe framework of foe GonrtMioe to 

Kashmir. The BIP grumpily warned test 
“conferring autonomy en foa Stem would 
grit a Ohig to fl irtgi m sn i and cantrifogri 

aH over 

Thb s hadow fo ur rbm b eiwsau foe Coa» 
ymm and foe UPww oomtana h» divert 



Indian Law and die ‘Enron Agreement’ 


The Power Purchase Agreement (PPA) between the Dabhol Power ' 
Company and the Maharashtra Electricity Board raises two impo rtant 
issues in law. First, the s tipu l ati on in the PPA for settlement of di s put es 
by arbitration it UK is legally untenable. Second, the PPA violates the . 
law of the Indian Constitution on public utilities. 


i TIB Power Afttacol li^Md by 

the Dtibhol Power Company (DPC) with the 
Malmrnahtra State Eloctricky Board(MSEB) 
raises two important itwea in law. Rm, 
since the PPA stipulates that any dispute 
nut be settled by arbitratioa in the UK, the 
question arises at to whether a foreign 
aririnrion is appropriate in this dispute; and 
whether MSEB may subject karif to a foreign 
juriadictaa. And. secondly, it may violue 
the law of the Indian Constitution on public 
maiden 

AaamuiiON 

Clause 20.3 oC the PPA says. “Where any 
dispute is not resolved at provided for in 
danse 20.2. then the following provisions 
shall apply: 

(a) The dispute shall be submitted to 
arbitration at the request of either party upon 
written notice to that effect to the other party 
(a •Notice of Reference - ) in acc ordance with 
the proririons of die UNCTTRAL Rule* for 
International Arbitration in force M the date 
of this agreement Any arbitration pursuant 
to this clause shall be an international 
arbitration conducted under the New York 
Convention of 1938and shall not be deemed 
to be a domestic arbitration under the lays 
of India or any othar country. 

(b) The place of arbitration shall be 


wri canyiagoa ti a * i ain iaiadia-chopping 
»foreignJarieditrioa to arid* their drift*. 
Under private iatarnatinnal law the 

q n w d w t efdw choice of law arises 

^ - Im asaa l aa pat iris n f i« W en t ^ii 

dtcbeaa>dm trewapHf Md m e o p tm 
f ««ni setkm hti&dM The 


(d) (rt) in the are* that the perries we 
unable to agree at aforesaid upon an 
a ppoi n t i n g authority, the arbitrators) shall 
be ippotnaad on the a ppUcerio n of either 
party by the president from time to time of 

the Baoridqr Supply taduM* Arbitration 
Association of England wA Wales (the 
presidM*) the decision at whom as to the 
•dead* «T «w Mbdmoris) ball be Baal." 

Now ibis ages—eat was wade by MSEB 
with Dabhol Power Company - which 

««rwyiepapmwlmpnnitioai»notaforeign 
company, hat Hgiaawad la India - and 
•*—foraaaladriajurtdtcalpa— Sphere 
wehmatemmaml rinredoa of two Indian 


then arises, to which jurisdiction the two 
perries are moat closely co n nect e d, fat that 
case the forum can thea be that of either 
party or a third, and neutral, forum. 

Disputes about the choice of fontm have 
always arisen when parries have belonged 
totwodifferentjuristberions, not the tame. 
But the intention of the law is implicit is 
Supreme Court judgments such as British 
India Steam Navigation Co Ltd v 
Shanmughavilas Cashew Industries, 
written by justice K N Saikia in 1990, 
which quotes Westlake'i Treatise on Private 
International law: 

“The principal grounds for t ri e rting a 
particular national jurisdiction in which to 
bring an action are that the subject of the 
action, if a thing, is situate, if a contract, was 
madeorwattobe p erfbnne d .ifadelkl.wat 
committed, within the territory: hence the 
forms situs, or nri sitae, contractus, delicti, 
the two latter of which are classed together 
as the forum spectate obtigemonis. Or that 
the jurisdiction !* that in which aU tire claims 
relating to a certain thing or group of things 
ought to be adjudicated on together, the 
Jbnm concunmr, or that to which the defen¬ 
dant is personally subject, the Jbnm rei~ 

But this choice it ml available to two 
domestic parties who attempt a foreigBfonia 
to resolve their dispute. The UNCTTRAL 
Rules of Arbitration exist for the purpose 
of resolving disputes between persons of 
two different juriadkrio nt. An arbitration 
could take place under UNCTTRAL between 
Enron and MSEB. But there it in fad no 
agreement be t wee n 

The wbiB Bti oo of an ague m ea t b e tw e e n 
DEC and MSEB under Indian law cm only 
take place in India. The entire PPA it 
affected by this inf i rmity. 

The arbi- 






oaa made that 
DPC is Indian on* m a aomM team time 
it it an unlimited liability cosapaay wholly 
composed of tbe hoidhtga of three foreign 
companies. So, rant DPCaargaamt.it it 

Indian party 
aaothad thread, DPC < 
are foawrdm the arab rt of das preemption. 

Bat even should we bierog the corponae 
veil we ahafi arris* at m store aaaett than 
of those shell Mauritius Arms IMiaatad 
liability arista hereon* lobe fated ini 
ctaapaayKaad aataaai 

lia India). Socfowfy 
DPCisaatodrin jurirtktlperaoa, And DPC 
•a daadcttiac aoempt id mat 
I be held Steak 

The govcramcnt of Mahwasbtrabaa 
waived its 


sof shipsi 

travelling over the world, carrying os 
business or trade all over the world. By dtit. 
tire sovereign hi 


jurisdiction. Thb it ao| the 


ha imamafcy to pnatiLtadf re he i 
me of its own subjects m a J 
Moreover, tbe goveraree 
katguaraeaeod MSEB'a payments. And tic 


Maharashtra’* g m rare e e - a 
rant front the ckcaridty board's < 
the pmtideai of Mb. 

Agaeretaat. DPC it owned by dam abl 
hnm located in othhoRtnxl 


by Bechtel Enterprise* Inc) and OB 
Martha. They are hwafomd by i 


Although DPC is an 

this w* not devovk an foe US 


. Oa foe i 

i wfll haire re* Mfed 

idnpn autre i 

,«ai ha 

ig ^uja 
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In important judgments in recent yean, 
the Supreme Court of India, construing the 
Directive Principles of State Policy, has 
laid down that electricity constitutes a 
“material resource ot the Indian people" 
which can override a private right to 
ownership of the means of generation and 
distribution and limit profits so enjoyed. 
And when such assets are acquired under 
the statutory provisions of the Electricity 
Acts of 1910 and 1948 this could be at 
book value - not market value. 

These principles were explicitly stated in 
1990 by a Bench headed by chief justice 
R S Pathak which decided Tmsukhia Electric 
Supply Co Ltd v State of Assam, and 
Maharashtra State Electricity Board v 
Thane Electric Supply Board. This is what 
justice Venkatachaliah who delivered both 
judgments said in the latter 

'The terms on which a franchise is 
created and conferred are amenable to 
unilateral alteration to the disadvantage of 
the licensee include the term pertaining to 
the quantification of the price payable for 
the take over ...The idea of ‘market value* 
was done away with and was substituted 
by the concept of an ‘Amount* which was 
to be limited to the ‘depreciated book value’. 
There can be no dispute that electricity 
supplied by even a private enterprise will 
amount to ‘material resources of the 
community..." 

Sen argues that DPC's substitution of this 
scheme of compensation with a private 
treaty would seem a violation of those 
statutes as interpreted by the Supreme Court 
In the Indian Constitution's scheme of 
gove r n m ent, the Directive Principles - for 
the moat part general exhortations con¬ 
cerning public welfare-are meant to inform 
all state action. Now, the court cannot give 
a mandamus saying implement this or 
that Principle. But it can intervene and 
restrain gross abuse. While it may not 
demand nationalisation with nominal 
compensation. Sen maintains it can restrain 
the opposite - especially when it amoun ts 
to preferential treatment in relation to other 
investors. 

So his questionable whether the'material 
resources of the nation’ as declared by (he 
Supreme Court can be awarded Jo foreign 
investors for very substantial profit - when 
Indian firms have been taken over at a 
nominal price. So recent amendme n ts to the 
Electricity Acts, made ia haste only to assure 
the returns of a handful of investors, may 
on this ground be struck down. And, 
secondly, whether the date can create a 
situation when the acquisition of the assets 
of in te r na l ro ws ! investors in electricity 
generation would, if taken over, have to be 
compensated at marital net hook value, in 
dweet co n tr a v en tio n of the Su pre me 
judgment. 

It may ax be enough for the gown 

■-•'—' •- Si Ml..r mtmrn Ht. 


be a public good; but by 1991 decided that 
it should be private. The government will 
have to amend the Constitution if it wishes 
to secure tins result 
And what would be the cost of cancel¬ 
lation? Two months ago, Enron issued a 
statement that should the government seek 
cancellation, it would cost it S100 million. 
Last week, a company official said in the 
press that this could amount to $ 200‘ 


THE post-colonial society in Assam has 
been experiencing very significant social 
transformation. Apodktically, the society in 
Assam has transformed very distinctly into 
a notoriously violent society without any 
tangible sign of abnegation. Violence has 
been an inseparable part of Assam's social 
and political development since inde¬ 
pendence. Apart from communal violence 
in the wake of India’s partition, particularly 
in districts of lower Assam, society again 
experienced violence during the two 
important movements based on the linguistic- 
cultural identity of the Assamiyas in I960 
and 1972. Further, since the AASU agitation 
in the early 1980s. Assam has been churned 
in the cauldron of communal, ethnic and 
state violence. The situation has worsened 
due to (he violence perpetrated by various 
insurgent outfits fighting for secession from 
the Indian union without any tangible 
mandate from the people whom they claim 
to represent. Besides, the state has 
successfully shifted iu burden of the 
insurgents to the civil society however after 
lumpeaising them thoroughly. The 'sur¬ 
rendered' elements of the United Liberation 
Front of Assam (ULFA) now known as the 
SULFA.too h ave b een in d ul gi n g tw violence, 
except of course, without c hj fe nging the 
state authority. Significantly, violence has 
been institutionalised parallel to the state. 
Obviously, therefore, the stale violence too 
has multiplie d sim ul u oco ut ly. la the p rocess, 
severe unlit has bees exercised es human 
mrtikTnrmrir fmmttitinai nfrowtinyurwy 
A ssamese society. 

Is My 1994, dre n orthern parts of the 
Barpeta dMct ia lower Aregm wheeled 
a serins of maaaacrat of the Mushra peasants 
of Em Be ng al origin, aid sow targrfy 

---“■*- 
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mBlioa, Now under Sectios Tdofthe Indhu 
Contracts Act. payments in the event of 
breachmust be“reasonable compensation" 
But the principle is well accepted is 
common law. There cannot really be peaalt 
clauses. Such an agreement would be vok 
in terrorm - for attempting to intintidatc 
and terrorise a contracting party. 

DPC can lawfully oWy obtain the actus 
costs incurred should the PPA be cancelled 


Bodo militants organised systematic 
massacre of Muslim peasants in Koknyhai 
and Bongaigaon districts. The massacres ol 
Kokrajhar and Bongaigaon failed to 
adequately alert the state and thccivil society. 
By wid large, both these massacres remained 
inconspicuous. However, the Barpeta 
massacre gained limelight mainly because 
the militants nor only killed the innocent! 
in iheir homes, fields, forests and villages, 
they did not spate even those who took 
shelter at the Banhbari relief camp run by 
the state. They were gunned down in the 
midnight bymilitanu with sophisticated arms 
and ammunition. The Banhfaari campbecaihe 
one of those rare relief camps wherein the 
unarmed inmates were killed mercilessly. 
Ob vkmsly. ihc state failed to protect the very 
fundamental human right (olive. Even people 
m a relief camp opened by the stale had nt 
pnxccuoo, not to ujk of i n a cces s ib le scaBcrcd 
villages. Ironically, these traumatised people 
were assured of all kinds of protection by 
the head of the stale government on the very 
day of the massacre. 

TreMAsanctt 

Since all the victims were MuaHms the 
massacre was label led an communal, as if 
whenever victim* are Muslirm, R Is » be 
characterised so. Though communaiwm 
played a role, it would ha erroneous to 
ch aracsor ia c the Ba rpeu —i saerr as simply 
communal one. Han. h is imperative to 

imdsntandhirorcmraii^etimicniovemMits 
have pcNtkuad Assamese society, sad *h*< 

the asm respoose has bwamfoeae ethnic 



Ethnicity, Communalism and State 
Barpeta Massacre 

Moairul Hussain 

Internal power struggles goaded the Bodo movement into acts of ethnic 
chauvinism, culminating in the massacre of Muslims in Barpeta. 


Court 



im| ri Uta dfetoBd»flfoastemdrrii#on rigntflcandy is Mr goals md activities, 
ia India. Another jtacrrijtemacter Is the tad that, failed to provide a concrete 
tuccass of fee'provocmon an! patrons of the j ideological position for (he asovemenL This 
massacreITcvadtaglegal action for the" sharpened tee I d eologi ca l comra d lcri oaa 
heiaous ortae they committed against 
humanity. B es ides. the rote of tke state is 


in doubt Sane kith and kina of (be victims 
received relief from tke stale, some did not. 
Moreover, the actual number of the deaths 
it yet to be ascertained. As yet no judicial 
inquiry has been ordered despite a demand 
for it « 

The immediate cause of the violence was 
the disappearance for several days ofapenoo 
known to be doae to a minuter belonging 
to the religious minority. In their search the 
police raided several Bodo villages and 
rounded-up few persona. This act enraged 
the villagers, in retaliation, the Bodo militants 
lulled several police personnels in a road 
mirKbtasL (father stiarpening of the conflict 
led uttimntely to the attack of the Bodo 
militants on neighbouring Muslim villages 
and massacre of innocent villagers. Plunder 
followed the killings. Virtually entire 
northern pvt of Baipeu di-trict was placed 
under curfew for several (lays. Yet. given 
■he lack of proper network of road and 
communication it was difficult to impose 
curfew in inaccessible rural areas. Admit¬ 
tedly, the militants had an edge over the 
Muslim villagers, and even the state police. 

Phasb m Bono Movement 

Nevertheless, it also needs to be taken into 
account that the Barpeta massacre" was 
inseparably linked with a particular phase 
of the ongoing Bodo movement similar to 
the way by which the infamous Nellie 
massacre was Inritnd with the moat frustrated 
phaae of the Assam mo v em ent 
With the damtee of the Assam mo veme n t 
(197945), it was expected that peace would 
Mum to Assam after a prolonged period. 
But this was not to be. The vacuum created 
by the Asian movement was gradually filled 
by the UU»A movement with its soemtonitt 
denned and by the Bodo mo vement asking 
> separate stun for Bodoe. Later. however, 
the Bodo mevanan gm up its demand for 
*cparan atac and itemandetl autonomy for 
fc community within the state of Assam, 
b would ba worthwhile to note here that the 
Anwa movanint breams i sort of a refer- 
«« group for the Bodo movement, 
^ iih wona ^ te n dllftwnca a .the Asian 
"ovemsut and da Bodo movement at 
""artuhty shutter hi adopting rimul- 
a "tensty dmwowBt aid vtetent mean to 
"»* thter appmau and Mddoa goals. Both 
*«« mtwwmte wtete moteHstng suppon 
•etytad pqfadtea ngoM thorn groups 

**-rnm Mr a sp i nn i Tii 4 — 

s M«i’atfMKAASU)bocaMarafotswe 
far the m feio Hudans’ Untee 
-A8$U) afo|» ‘IMJHft bncanU a reference 
fer jftg jjgdi ~tnurtty MOO Both 


reflected ia the crisis of leadenhip after the 
death of charismatic youth tender Upen 
Brahma, At such s crucial juncture the stale 
came in with a half-hearted and ambiguous 
solution in accommxfeting the mo v em e n t 
within its institutions] structure. This paved 
the way for an accotd between the m ov em ent 
and the state in early 1993. 

As a result of the accord, an interim 
Bodo) and Autonomous Council (BAC) was 
formed. But lack of clear-cut boundary and 
presence of significant noo-Bodo population 
has complicated the question of autonomy, 
the future of the BAC and the relationship 
between ethnic Bodos and non-Bodoeliving 
in the BAC areas. Some areas proposed to 
be included under the BAC have more than 
50 per cent noo-Bodo population. The noo- 
Bodos include the Asituniya Hindus of 
virtually all castes. KorivRijbonshis (OBO. 
Assamiya Muslims, Rabhas (ST), Musfims 
from Ban Bengal, Assamiaued but Bengali 
Hindus and oppressed tea plantation worlren 
from Jharkhand. 

The pending interim elections of BAC 
intensified factional and individual 
competition for leadership position in the 
Council, particularly among the younger 
generation of leaden involved in the Bodo 
movement initially, the ABSU pres i dent 
was made the chief executive member of 
BAC in May 1993. However, he had to 
resign in November 1993 to be replaced by 
the head of Bodo Volunteer Force. 
Obviously, the leadership was involved in 
thecut-throaoompetkion among themselves 
for becoming the new juraor-most partner 
in the hierarchical coalition of ruling classes 
from Delhi. Dispur to Koknghar. As a sequel 
one faction tried to outdo the other factions. 
The state, too, patronised the sharpening of 
factional rivalry among the leadership of the 
movement so as to weaken tee movement 
from within. In tee absence of deep ideo¬ 
logical commitment, the leader ship of the 
mo vem en t allowed itarif to be trapped by 
the state and itt ruling clast ideology. Such 
circumstances compelled tee factions to 
demonstrate their deeper co nuntownt to 
ethnicity by ctemtsteg BAC area* of non- 
Bodos. This urge resulted in the Barpeta 
massacre. 

Muslims as Soar Tajkxt 

Ptaally, befldes the duteous rote of the 1 
state ia protecting the Masfims, it ft cnctel 



potties. it hat become a ppa ren t dmt thoee 

mm Ml ai M mm QOBmFm SI pErpOHMIf 

violence against tee Maritas do not get 
puwshment Bvenbta la rg eiy o u -ooweneeri 
society like Assam, net a riagte person was 
punished for tee tefamout Ndbe nmaacre 
of 19B3. Same was the care with Keknqhar 
and Bo aga igao c saacaacres. 

The Barpeta mam arm also reflects tee 
contemfbrary status of the Mudtas ia a 
regions! society where the communal 
ideology is not all pervasive. Even ia such 
s milieu, the Assam movement under tee 
Aaaamlya high c mlc leaders h ip on on* hand, 
and the Bodo movement under the sectarun 
le a d er shi p on the other, have sucoesafiiBy 
pushed the largely un or ga n is ed Muslim 
peasants back against the weB. Significantly. 

press in Assam has been consciously 
impUcatfog tee Assamese Mudtas with the 
outriden/Banga le dcri as/fareig ncrs,eto.TbB 

pfituf l of Ite pim hat been 
tome ti m et tacitly and ■vSn» btetandy, 
against tee Assamese Muslims, for their 
own class interest. Therefore, it would be 
erroneous to blime the Bodo leaden done. 
Wider issues and processes have cocqosned 
in tee Barpeta massacre. NatwitiutMteag 
the gloom and pathos of the Barpeta 
aft e r ma th, one finds hope when one locates 
a small but dutinct group of young Mudtas. 
Hindus and Bodos in Assam ca pabl e of 
compmlirmhnglhr fiailnyafsachmsemcres 
and retributions. 

Hies met was pmaaaml * the XXJ AS lata 
Socaonpicil CMfcfNts IkM tf ^ S dwl ut 
^ imltfiM Nb Ib i VWwefwty. 
New MU o* Dttxmker IMI. 1994 ] 


FOR A WIDE VARIETY OF 
WDIANPUBUCAnONSON 

History, 
Pouncs, 
Economics, 
Sociology, 
Anthropology^ 
Perfohmwq Arts* 
Religion, 
Philosophy, 
En vi r on men t Is. 
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Health and Structural Adjustment , 
Mitfor Shifts at Policy Level 

Mohan Rno 
KRNsynr 
Sana V Bara 
Rite Mya 


The World Bank’s Work! Development Report 1993 proposes drastic 
changes in the direction and content of health service development. A 
recent seminar in Delhi raised issues regarding the report’s conceptual, 
methodological and empirical aspects. 


IN die I98(h, a Inge number of countries 


in Africa and Latin America initiated* series 
of far-reaching economic reforms brought 
together under the rubric of the structural 
adjustment progr am me.The negative impact 
of these measures on health policies and the 
health of the people of these countries have 
led to a call for “adjustment with a human 
face". Over the last few yean, at the instance 
of international financial institutions, India 
has also embarked upon the structural 
adjustm e nt p rogram m e. In this context, the 
World Bank’s World Development Report 
1993: Investing in Health, outlining a series 
of policy options for the health sector in 
developing countries is of crucial significanoe 
for it proposes drastic changes in the direction 
and content of health service development. 

Although some positive features of the 
proposed po l icies have been c omm e n ted 
upon by scholars ad policy snd planners, 
serious questions have also been raised about 
the methodology adopted in the World 
Development Report (WDR) 1993 and the 
Kioeiy hn ptica ri ons of the package of policy 
optkmrccow&ca^mfcoatbeheatUia^ 
well-beinf of the peopfe of India The faculty 
of the Centre of Social Medicine and 
.Community Health of the School of Social 
Sciences, Jawahadal Nehru University felt 
that the haws raised ne eded to be 


discussion. There are larger political snd 
economic forces buttressed by arguments 
in political theory and the philosophical 
discourse of entitlements, justice and 
rights which form the backdrop to a 
document as the one that was to be discussed 
over the two days of the seminar. With this 
background, other papers, devoted to 
health, presented both conceptual and 
f«ig»hnttnlryrwi and problems raised 
by the WDR 1993. 

Ptebhat Patnaik in his paper entitled. 
Withal Economy of Structural Adjustment 
Progr amm e: Some Reflections’, contex¬ 
tualised the WDR suggesting that it is 
necessary to understand the specific interests 
underlying the prog ram me of structural 
adjustment. He argued that apart from the 
interests of multiaational corporations, the 
structural sdjintmwU regimes imposed oq 
many of the third worid countries by the IMF 
and the World Bank are in the interests or 
metropol it an finance capital. The long-term 
interests of these section have a specific 
pre feren ce for asset acquisition rather than 

fop thrift 

to acquire things of a much higher value 
paying a much tourer value. Privatisation 
represents potential gains for ail sections of 
finance capital red thereby minimises 
conflicts wfctta it Likewise, 


rise fatal talhe prooam by way of preAt 
although this proposa ls todby —tre po Uu 
finance capital. 

, The InstitutiowsHstxtrtasfism founding 
economy in the fonn of aonte sectors drib 
>efl while others languish dueto withdraw 
of tute support, is reftocted in the WDR 
well. Methodologically, underlying a tot 
empiricism, are profound problems. Unfit 
of these it the concept of coat-cfiectivenea 
insofar as it is partially applied, it 
illegitimate. The partial optimiaatio 
suggested, not considering the optimal m 
of social resources as a whole, ia 
optimisation at all. A lack of understam&i 
of interrelanorohipa, which charxcttrisesOi 
WDff. is the second serious methodofogia 
problem. As a result the solutions offers 
are partial. An important point Patnai 
highlighted was die fiscal crisis of the stai 
which is compounded by the structori 
adjustment programmes. To use the fisc 
crisis of the state as an argument for imposin 
partial cost-effectiveneM is thus nc 
legitimate. 

Ninja Gopal Jsyal in her paper entitlet 
"The Tender-Hearted Leviathan: Wdferean 
the Indian State’, argued that coosiderio, 
the definitional criteria of the welfare ste 
in western literature on political theory a 
welt as differences between the critiques o 
the welfare state in the west and hi tndu 
the Indian state should be characterised s 

m interventionist snd developmental 1st hat 
with only a limited welfarist orientation. Tb 
primary purpoae of iiuerventiooism w; 
developmental ist along an essentiaJI: 
capitalistic path of development. Tb 
developments! initiatives were directed 
largely to the modem industrial sector. Th 
wdforist initiatives, on the other hand, wen 
directed substantially towards redress*! a 
inequalities, g en era ted not by the market 
but those stemming from the patters often 
ownership. Thu disjunction between wdfm 
and development is significant hi the preset* 
contest. 

The Indian state, (hen, may be viewed a 

wwrvomtoom wdicq mm wen « 


and assessed for their conceptual, 
melhodologict^and empirical strengths and 
weaknesses This would be a step iu both 
formulating a cohesive people-oriented 
alternative and ia a cfc no wt odgaig some of 
the positive efforts within h ea l th sector 
pfenning in India in the paaL Towards this 
end, the Centre orgardseda two day nutonai 
seminar entitled ‘WortdDevebpmentReport 
1993: Inv e sti ng in Bmltk -bnplicationifor 
Health and Pfeady Welfare hr India ’m 
December M, 1994. 

Smicnaut- Acrti m rer r 
am> Wfenum 9 tah 


Seme ef fee papers In the fiat tmsknet 
the seminar chaired by K N Psaikksr, 
oovhtad a fcacfcsnand to the pelfefes andar 


which removes restrictions upon the soiuewetfere functions, botnotasa welfa* 
■wi ^iw rfeMwii twMM iatwrinMrf tom: escondv. even Hi Untiled wefts’* 

mm,vaamam wr aimmnmr ^nwst^mo sat irennsm^r war ^^mmrs ^mrewrnrv w — vas v^a s^^nsmm w 

finance capital to go ia seatfih of potential agenda is underp i nned by thoasawaptireo, 
opportun iti es far profit making, mdudtog we lf a re as a re sp o na n to aaad.Hmre tom 

^la aua MSkaarsIlLws Lam af auaMMa aa a mufl 

opponwraet lor tpocuMro gna. ib hrRs rpcqp nwio pMcof mbmiiibplw”. 
a deflatfam- liber ili iati on pri vatisation and less of welfare assa obligation on the rts* 
reltiag har k af die state package is always The righu ea abodfed in tha chapter c 
to the advmhagr of ffeaanr capitsl. This is FattosrosastilUglta to tha Constitution* 
not to to rn tight of d m intereiti of the essentiallyMbrn totMtitiwatttrerig bti■- 
atottaatienal corporations, insofar as third consigned to din DtinctivnPtincipto* of *** 
worid markets me opened up for than and pattcy. The need h asadwnwption nf jtow 
dune is m la^cadimi of dm htiemndonsl is i abend to ia dtsmy. whfla hi pract* 
Ov fel oaof fehour in ndtich tha third worid to pMhaapIrj af wrlfsre is tiassd na rtr** 
COOMMiaMlMCniB^fVy IQMIIvW » W WOWmW. 
jahnaty«amaMd^pndactian,tritiehkMfh IhachatiahgmtotftiB watihriaiorieotst 1 

QBtKttBtKf pOBOHOwg BwMj ■ 

jtiso fenm toftstian to dm advancad' - qaanacx.TheqnastiuaanfnfRctoncy• sffi®* 
ctMMtdes lew. Tha dMiwfer hamyetitia •' mid maml dtidmbMty.antimem he** 4 
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di cawof iai trt n rtn esl e g ntiffrt Theaecond 
chaflaage to welfarism seeks to make the 
iinnrventionlrt character of die Me taore 
jiirtirlrlT to (elective redistribution. The 
third chafleegc lo w elfoii m is from those 
wboaeekaredeflaitian of the developmental 
agenda such e* popular movements agitating 
for rtmtcglcs of aticmativt dev el opme nt for 
meeting basic needs, la this cooceptkm of 
welfare. therei«coov w fenc e b et w ee n n eeds 
and rights as the joint basis of claim to 
welfare. The new forms of democratic 
politics, therefore, help in forging important 
links between development and welfare; the 
concept of welfare in the changing scenario 
will depend substantially on these new forms 
of democratic politics. 

In Ms presentation Jon E Rhode argued 
that some of the suggestions of the WDK. 
are relevant, especially the specific 
suggestion that the state should concentrate 
on a household's abilities to deal with its 
own health. But investing in education, 
especially universal primary education, 
would be an important step in that direction. 
The state should invest its resources in the 
kind of technology that is reasonably priced 
and cantKmadeeasiiyavailabfe. The private- 
public paradox can be solved by regulating 
the private sector as it is culturally 
accountable. 

What, however, caused disquiet is the 
WON'* emphasis on health transition. Will 
(his health transition encompass the entire 
population? Would it by-pass the poor, leaving 
them with pre-transition levels of morbidity. 
mortality and fertility? By emphasising die 
diseases of the future, of aging populations 
and of d eg en er ative diseases, the diseases 
of the well-to-do. will the poor continue to 
suffer? The disparities between the nch and 
the poor require priority attention. 

Imnna Qadeer in her presentation argued 
that the primary health care strategy, which 
involved a shift from basic health care to 
comprehensive health care, meant also the 
incorporation of welfare issues within the 
health delivery system. However, this 
approach was questioned by inremat tonal 
agencies andaaelectivc health care approach 
was introduced. At the international level, 
there were several debates which called into 
question the bask tenets of selective primary 
health care. Retracing the changing trends 
in the evolution of concepts in heatth service 
development revealed the emergence of a 
dichotomy between the public and the private 
sector In health services. This dichotomy 
haddbaoraadpubbe health Itsrlffay enforcing 
* dis jun cti o n b e tw e en pro BsoBve.prevewtivc. 
curative and lilmMllinth'e co mp onents of 
pubtk health. 

The WDH Ignores the muht-dimensionai 
mnaeofpaMtohaaMibyn^pstingciHative 
®d wfe ctire Inte r t st ti o ns is preventive 
l*** care. This not only distorts public 
bcalth lMabnppanadiMwwsreaa of health 
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to market force*. While supposedly 
attempting to reduce the flnanebti burden. 
d ep en dence on a t e ch n ology packa g e is 
created. The suggestions in the WZMHavolue 
certain kinds of aitampitoai which are 
q ues tion a b le. These include the simrn ptl nn 
that people are wilting to pay for medical 
services provided through the efficient 
private sector at against the inefficient 
public sector. It is also wrongly assumed 
that the standard of living of the people 
would be higher enabling them to be able 
to afford this kind of a package, hi order 
to once again bring primary health care to 
centre-stage, it is necessary to re-examine 
the experience of public health which bad 
evolved earlier and draw our lessons from 
them instead of rushing in where angels 
fear to tread. 

Seeta Prabhu opined that the relevanc e of 
the points raised by earlier preaentattans 
have to be seen in the context of structural 
adjustment The health sector in huBe, and 
the financial allocations to it, depended on 
the egalitarian ethos of the state as well a* 
its commitment to the social sector. Even 
in the established market economies of die 
world, the share of public expenditure us 
health is quite large in contrast to the 
situation in India. Thii is particularly crucial 
given the disease profile and burden in the 
country. But what has been occurring it 
that the per capita expenditure on health 
has decelerated in general, and in the 
budgets of the stales in particular. To further 
compound the problem, the share of public 
health in the total health expenditure has 
shown a sharp decline, in this scenario, it 
is the poor, dependent on public health 
facilities who bear a disproportionate 
burden of the cut-backs. 

C Sathyamala examined some of the 
methodotogicai limitations of the WDR in 
her intervention. She argued that there is 
little rationale for the categorisation of 
countries adopted in the WDR on both 
demographic and income grounds. While 
considering this categorisation from a public 
health perspective, it is seen, for instance, 
that Sub-Saharan Africa where SO per cent 
of the mortality takes place at less than five 
yean of age has been clubbed together with 
China where 30 per cent of the mortality 
takes place below 64 years of aye. For 
equally unfathomable reasons, Cuba has 
been described as a developed country. 
Slmilsrly to put together tire fa nner soc ial ist 
economies of Burope with the e st ab l ished 
market economies as demographieaffy 
developed, is not altogether ta gitiramc aa 
they arrived at this situation through entirely 
different paths. Some of the other salient 
methodological H nutations metade the 
underestimation of the data on the causes 
wid distribution of dtsemes, the uorehabitity 
of the dam utitiaod aad the prioritiaatioa of 
disease intervention* which do not natch 


wioi cpMcmm opc M po orne *. n now w 
the data limitations, toe exercises m cost- 
effectiveness serve merely as tribeae* to the 
superiority of the soft ware that is being 
uttiisedt they have aoreal meaning and serve 
only to obfuscate and give a venee r of 
scicwticism with tittle basis m the science 
of epidemiology. 

Genoa ItWUCATKMS OF 

SraucnitAL Aoiusn»rr 

This session comprised of presentation of 

three papers. Patricia Uberot chaired the 
session, and in her introductory remarks 
noted that, on the whole, the WDR was 
insensitive to gender issues. On the one 
hand, it reinforced stereotypical aad 
traditioMd concepts of women a* outturns 
and cam bearing Ihe burden of disease, ill- 
health and disability, while on the other, it 
entirely undermined public welfare potidei 
which would empower women. The 
document, she suggested, s houl d perimps he 
read at one with not just an explicit agenda 
but with a hidden agenda as well. 

In her paper ‘Gender Implications of the 
New Economic Policse* and the Heatih 
Sector 1 . Nats Duwury sought to locale the 
gender implications pf the WDR in he 
broader context of the ongoing staMtsaiinn 
and struct oral adjustment programmes. 
Following these policy changes, growth in 
gover n m en t expe ndi ture fans d owta me d 
sharply, primarily m public investment and 
in the social sectors. The unavoidable 
na> liuiiw.liaaialinnlMa.iHtmslphiliiafinn 
policies have resulted in so increase t* 
unemployment. To what extent this has 
differentially affected women is difficult to 
assess at p res ent, but it is likely that m a 
periodof increasing unemployment, woa m n 
will be the tint to be retrenched (torn the 
labour farce. Another co n s e que nc e of the 
stabilisation policies has been a rise to prices 
whkh has particularly affected food prices. 
Studies have shows that the vulnerable 
sections have borne the highest price 
increases: the top dectk in rural areas 
experienced aa inflation rate of 12 per cent 
whde dm bottom decile had an inflmiaa raw 
of 18 per oeni Women consnaar sMgreficant 
section of the vul ne ra bl e peer. Aoconftag 
to the NSS data, two-thirds of female 
agricultural labourers were below timpouartp 

about 33 per cent of poor houatholds The 
high nee of inflation adversely 
women who shoulder the burden of 
pi wvni aufa g far the family often at the 
exp mu of their own oou—uptiou. In the 
face of amnagng dm h nuat b ol d oconomy 
with dwindling t u a o ufce e. the other 

In duly reproductive walk. Women’s setf- 
exphiitow gets c om poun d ed by the 
ftra^of^snuilaldstopaorfamdies 



Srabilttatioe policies have also sflfected > 
contraction in expenditures 'on special 
program mes thst provide laoo iii e support to 
the poor. Data indicate that the government 
support to poverty alleviation prog ramm es 
has declined in real terms. Coupled whh the 
overall cut in the social sectors, this would 
imply an increasing burden on women. The 
stabilisation and structural adjustment 
policies inevitably restrain demod, introduce 
austerity and lead to declines in personal 
incomes. This means, for a large section of 
women, dedining and limited incomes akmg 
with an intensified burden of work. In this 
context, the WDK 1993 which aims at 
fundamentally restructuring the health 
system, will further undermine the access 
women have to the public health system, 
inadequate as it is. This could imply an 
accentuation of die gender differentials in 
morbidity and mortality profiles among 
women and children. 

The paper presented by Mohan Rno was 
entitled. The Writing on the Wall: Structural 
Adjustment Programme and the World 
Development Report 1993-Likely 
Implications for Family Planning in India’. 
Retracing the evolution and growth of the 
family planning programme in India, 
indicated how concern with population 
growth and population control had come to 
contour health policy over the years. While 
it has been repeatedly realised that the success 
of the programme is contingent on poverty 
al l evi a tion through employment generation. 
Im provements in the heal th and nutritional 


p r eva lence of under-nutrition, specialty 
among women and children. Some countries 
have also documented ah increase in 
morbidity. Infant mortality and child 
mortality rates, which had shown a decline 
in the past, either sta gnated or showed an 
increase. An increase in school drop-out 
rales among children was documented from 
several countries. This increase reflected the 
feminiaatioo of poverty, the informalisation 
of employment and the entry of children in 
larger proportions into the informal labour 
mrekpt 

The data on employment and poverty, 
infant and child survival, malnutrition and 
literacy in India reveal the appalling stale 
of social sector development in the country. 
In view of the experience of other countries, 
Rno argued that the reforms under the 
structural adjustment programme would 
bother erode the already weak ground for 
the acceptance of family planing. The 
family planting programme in India has 
once again now reached an impasse. At this 
juncture, we are faced with the availability 
ofnew generation hormonal contraceptives. 
The WDR contends that family planning 
services are part of a “minimum essential 
clinical package”, and, ominously, that 
“constraints on method availability... 
including excessively restrictive screening 
requirements” be removed. The Expert 
Group on Population Policy chaired by 
M S Swaminathan. which has just 
submitted iu report, echoes this stand as 
it endorses luewer hormonalcontraceptive* 


a further morbidity load pit them, ted to 
a shift to a reproductive heakh stra te g y. 
The World Bank's agenda merely reflects 
this shift at it utilises the Symbols and 
co n cepts of progressive and pro-women 
re c o mm e n dations for women even as It 
underm in es them. In the computation of 
morbidity and mortality, the WDR hat not 
paid adeq u ate attest ion to gender issues. 
Data on morbidity patterns among women 
and differentials in access to health, for 
example, have not been adequately studied. 

In addition to there methodological issues, 
Padma Prakash highlighted the conceptual 
problem in the manner the WDR 
problems! ises gender. Women are to be 
educated because this will benefit the health 
of their families; they are to have incomes 
so that their chihfaea’s health improve s ; 
and most importantly, in the context of 
diminishing availability of resources, 
women’s 'natural' abilities to cope with 
limited resources must be enhanced. At a 
more general level, the proposed 
reallocation of investments lakes little 
account of women’s needs. For instance, 
while the quantum of medical professionals 
is discussed, their sexwiie distribution is 


not. There is no persuasive argument for 
a compression of public health spending, 
if it affects health care in general, it 
particularly affect* women's access to it. 

Bins Aggarwal pointed out that there is 
a common thread running through all 
discussions of the issue of gender equity. 


sums of the population, in infant and child 
survival and in literacy, what the programme 
has been atte m p tin g is to find a contraceptive 
tec h nology fix. A technical option raises 
hopes for the programme for some time 
before it soon turn aground. Towards the end 
of the Eighth Plan it was again being 
acknowledged, albeit reluctantly, that the 
p rogra m me had not been successful and that 
further i ne w a ae s in acceptance of family 
planning would require poverty alleviation, 
increase in employment opportunities, 
especially for women, further reduction in 
infant mdchild mortality and incremein literacy 
in general, and female literacy in particular. 

Data from countries in Latin America and 
Africa which have gone through structural 
adjustment reveal the deleterious effects of 
these policies on precisely these social 
structural determinants of fertility. Studies 
co n vincingly indicate that the adjustment 
programmes worsened the unemployment 
situation. E m ploy m ent in the unorganked 
sector, reflecting, she expansion of 
underemployment, consequently increased. 
This was accompanied by negative change* 
in income dist ri bution, literature from these 
countries also reveals the growing 

ICIlUfflUllOH QV JPVj^r^oujr* 

Changes brought about by structural 
adjustment has resulted in aincreme in the 


for women”. What this augurs. Mohan Rao 
apprehended, was perhaps a clinic-based, 
centralised, provider-controlled approach 
relying on inject able* and implant* fur 
women, further adding to the morbidity 
load borne by the female population of 
India. 

Padma Prakash ’* paper entitled. 
‘Genderiiing Health; Problems and 
Prescriptions', observed that recognising 
gender issues is a political act amounting to 
acknowledging inequalities which derive 
from deep rooted and historically 
consolidated social, economic and political 
systems. Indeed official policy has, over the 
last decade or so, acknowledge rttis but in 
the process has neutralised the political 
cement of these issues. During the 1990s 
a large number of factors together contributed 
to the emergence of gender asapub fi c policy 
issue. A particular concern was with heakh 
care md the hraith status of women. Not 
only was the heakh statu* of wome n far 
wope than that of men. but its very definition 
nag rooted in a social system prgudkeiri to 
w omen . Heakh documents, for uatsncc, 
sifwed women only as agents of 
re^reductioaThjstrndencywM accentuated 
Is the iMorMSicsul ansi national oMluih 
m family planning. But the growing 
opposition of wo m e n to die jtO^DllOliett 


These relate to gender iniquities in ac ce ss 
to resources and their distribution, issues 
in the gender division of labour and access 
to technology and how policies affect all 
these. In this connection an analysis of 
public versos private sector gender 
segmented labour markets is also important. 
Increasing privatisation of public spheres 
ha* meant increasing the burden on women 
Sathyamato highlighted the dauikakatiore ; 
of the WDR. Stemming from this. « heargaed, 
is the assumption that mammal notably i* 
a mqjor cause of death among femalaa. But 
this is not borne out by dria from hatia. TV 
major chunk of deaths among females is. 
in fact, even before the reproductive age 
group. By focusing on maternal death s , the 
solution to the problem of w oman's bealri 
is assumed to bo family phoning This, 
however, has only added to the morbidity 
burden of women. The other tmpttcmwa 
of privatisation, she warned, it the 


research by a boat of unacctmntittaptivaw 

groups. Soma ftpbbc added that tin 
adjustment programme ndidt it bring 
implemented it dharaanrttai by policy 
iniquity of alt typM: rich and poor, rural 

and tuhtn and mafcandfcmalnlW bask 

problem, than, fc-d to l ackof 
athoaporamaring iuar peBgf* 
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In hi* introductory remarks die 
ihtiip erson, L H David, drew attention to 
the aaed for a critic*) examination of some 
of the issues concerning financing and 
provision ofheakh services as recommended 
by the WDR. as they are bound to have 
profound policy implications. The WDR 
addresses itself to determining priorities in 
the health sector, the role of the state and 
market and possible mechanisms for ensuring 
cost recovery. The papers presented during 
this session addressed some of these issues 
in greater detail. 

TN Krishnan's paper entitled, 'Access to 
Health and Burden of Treatment in India: 
/In Inter-State Comparison*, examined the 
inter-state variations in the utilisation of 
health services for in-patient care and raised 
the important issue of the cost of treatment 
and the burden imposed by it on lower socio¬ 
economic groups. At the conceptual level, 
he identified certain propositions central to 
any discussion of health care financing and 
provision. These include access to health 
care and the quality of services: the 
i mp ort a nce of building stocks and capital 
formation in health services; the issue of 
cow-effectiveness; and ihc role of technology 
in determining cost of health care. 

The paper, which was based on an analysis 
of (he CM Round of the NSS. showed wide 
regional differences in the utilisation of in¬ 
patient services. These differences arc related 
to availability, cost and quality of services. 
Apart from variations across states, the 
distribution is skewed in favour of urban 
areas. In backward states the proportion of 
health assets in rural areas is less than 10 
percent The all- Indtadaiaon hospitalisation 
showed that on an average 60 per cent of 
in-patients are treated in public hospitals and 
the remaining in private hospitals In most 
uates people are paying for treatment even 
in public hospitals, but the cost of treatment 
it much higher in private hospitals Krishnan 
shows that in Uttar Pradesh, for example, 
the poor would have to spend uptoiwo yean 
of (heir income for an episode of 
hospitalisation in the public sector. This, 
needles* to say, would be much higher m 
private hospitals. Clearly, then, the 
recommendation* of the World Bank to cut 
hack on public services will only add further 
w *h« burden on the poor. 

One of the important recommendations of 
•he WDR 1993 i* to rely more on the private 
wctwforttetteBvery of health service*. The 
sum p ti o n I* that there is a large private 
rector fo health which is utilised by a 
«|»i Beam proportion of the population, and 
•hw dti* aectorwflatepimo the space created 
by the w lrtn h a a e leffhe public sector. Rama 
^ *t her paper entitled. ‘Structure and 
Utthtmten of Heahk Services; Xn Inter- 
Sue Analysis* alice*y examined these 


assumptions utilising available data. 
Although these is a puurity of cfcaa on the 
private and voluntary sector s in health, an 
Enterprise Survey carried mu by the 
government of India during the mtd-Mi 
provides some information on non¬ 
governmental health services across ttates. 
What the survey reveals is that hospitals and 
mining homes form a small proportion of 
non-governmental heakh services, and, that 
the majority of these are located in urban 
and semi-urban areas. There is also a sharp 
inter-state variation which, in turn, 
determines the utilisation patterns a* revealed 
by an analysis of the 42nd Round of the NSS. 

It is important to make a distinction 
between utilisation of out-pet lent and in¬ 
patient services. Across states there is a 
fairly high utilisation of the private sector 
for out-patient services. But when it comes 
to in-patient services, especially in rural 
areas, there is significant resort to the public 
sector. With the exception of two stales, it 
is only the top two deciles in the population 
which are utilising private hospitals. The 
underlying assumption of the WDR is that 
the gap created by cutbacks in public services 
willbefilledby non-governmental services. 
However, as revealed by the structure of (his 
sector, this is highly improbable and will 
result in a widening of the existing niral- 
urban and inter-regional disparities. 
Introducing user charges in public hospitals 
is recommended as a cost recovery 
mechanism. However. Bare pointed out. 
there is a vast amount of literature from both 
the developed and the developing countries 
that this step further marginalises the poor. 

An understanding of the notion of equity 
is crucial to any discussion of the WDR 
1993. The notion of equity docs not merely 
fall within the economic domain but raises 
certain ethical tmd philosophical issues. Shi va 
Ktlmar's presentation focused on equity of 
access to health and health services. Equity 
becomes important because of the implicit 
understanding that since illness is beyond 
an individual's control, it follow * that there 
should be equal treatment lor equal needs. 
Therefore distribution of health care must 
be independent of considerations of class, 
gender and other forms of political and 
economic exploitation. In defining equal 
treatment for equal needs, it is important to 
focus uponequality of opportunity and access 
rather than equality of treatment. The 
underlying assumption in equality of access 
and the pneing of health care is that everyone 
can pay the same price. However, what K 
does not take into account is that the poor 
may ha ve to make stagger sacrifice in order 
to pay for the same service. Qu estions 
concerning equality in d Uute adon of hostth 
care thus ctnte be tfiwucnd front thnse 
concerning equity of di st rib u tion of health 
itsrif. EquttytoheattfefeflhcTcqnipficaled 
became wfrm it comes to rite choice of 


health services, it is again not merely an 
fodfriduaTs free dectston but one shaped by 
hist o ri cal and social factors. Therefore policy 
i n te rvent i on* have to take into account health 
risks that me within the control of an 
individual and those that are qat, in other 
to decide who is eligible for free services 

The recommendations of the WDR 
regarding increasing the scope for private 
insurance raises a number of probieras for 
the not too of equity, Empirical evidence 
from even the US d emonstra te* that private 
insurance programmes marginalise the poor 
In India where the proportion of poor is 
substantially higher, inequalities of access 
are bound to increase. In this scenario it is 
evident that (here is a need for more public 
investment not only for health services but 
also for other inputs which influence heakh. 

CM Francis in his paper entitled, *Pubik. 
Vofcmnry and Private Sedan st Heakh Care: 
Ctoilaboratkm, Competition or Coexistence', 
pointed out that most voluntary organisation* 
are small and dispersed They can only 
complement the public sector and this 
increases the role of the stale m co-ordination 
and plannittgif resources arenottobe wasted 
or services duplicated I he important aspect 
of planning should involve a need-bused 
approach iwher than s~dem*nd driven mndeT. 

In his paper entitled * WorfJ Development 
Report 1993: Implications for Infrastructure 
Development in Health Care and the 
Pharmaceutical Industry’. A nut Sengupt* 
described the WDR as a fire-fighting measure 
which attempts to mitigate the conuatftctwn 
brought to the fore b> the structural 
adjustment programme. Much ot this n bared 
on the experience of Latin American and 
African countries where the eondfrto m of 
the poor deteriorated sharply. The 
recommendations of the WDR is to ensure 
the implementation of a safety net in order 
to absorb the shock of the structural 
adjustment programme. This is seen as 
necessary to prevent political imtabihly that 
may perhaps disrupt the smooth f uncti oni ng 
of markets which is. of course, the major 
concern of the World Bank. 

In this context the unarms sarlnasnets of 
the WDR ts s partial retreat from the Worid 
Bank's earlier position of complete 
withdrawal of the Male from social sectors. 
The recommendations are essentially 
piecemeal solutions so a n um ber of frmfrfr 
problems and cost-effectiveness is 
s up posedly the ham for the tinervmaas. 
This hat resahed in a s th t fot hasUh atm 
app ro a ch. The WDfrrtndf. fort aa n aa ca.a us m 

advocates dug foe tame saust fond rta role 
to tefitee Denote what thev tteN cat 

mortndhy and mortaNty. they psep^uaritet 
tending of srfo drinking wasar Theappmucb 
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fees to deofy» manage Morbidity wife a 
wriw i ral fix but not to'get to the tame 
ofthe problem. Hk |crhob question that 
is not raised in fee WDR is whether health 
infraatrectiire will be and can be created by 
I market forces. The experience of the 
(Kvcwpofl worn wttrMrt oujotwuc. ibc 
recostuncndatioo* with reference to the 
pharmaceutical industry, be concluded, 
wouklciMptetelyuQdennmc what headway 
has been nwdeiowatdsaaelf-reliant industry 
and a rational drag policy in India. 

Seeta Prabfau fat bra i n t er v en tion focused 
on the acute Wnanriai problems faced by 
state g o ver nm ents and how this will affect 
the typeof infrastructure provided. The share 
of capital expenditure in the total medical 
expenditu re is quite low aid also there are 
significant variations across states. An 
addMonal point istha the share of the subsidy 
burden for health is higher for the stales than 
it is far the centre. The bulk of this subsidy 
is going for urban areas thus aggravating the 
rand - wb a nd hpoifa. When it comes to water 
supply and sanitation, the subsidy is once 
again skewed in favour of urban areas. There 
can he no runntng away from issues of equity 
in the provision of health care facilities. 

Baum, DevuuwMENT AMO Health 


This session comprised the presentation 
of four papers. N H Anba in his paper 
oatMad. 'The World Development Report 
1993: A Prescription for Health Disaster', 
pointed oat that both the structural 
adjustment programme and the WDR 
represent a reinforcement of the very 
proce sses which bad ied to continuing poor 
health of the Intfian people. Millions of the 
poorest two deciles of onr population may 
pay with their Uvea due to deteriorating 
beakh, mahrotrition and deteriorating living 
; due to econo m ic distress. The 
i's failure to make basic health care 
: to all on the one hand, and the 
iatrogeay.and the over-medicatisation 
e xp erienced by those availing of medical 
cam on the other, is now to he accentuated 
by the prescriptions of the WDR. The WDR 
with its western cthno-ceotric approach not 
onfy reboot to accept responsibility for the 
creation of the presen t situation , but also 
impiiet that the solution must also be through 

and technology and western economic 
Co u ched in the 


with a oew index Nice DALY, it i 
dm unpleasant natty nf the poverty trap of 
thud wortd cmnmiat and Us real causes. 

Antis identified the cause tot (his Cedere 
of tire stare in fee post for decades as due 
to the womanised todha dim's iliraiticn 
from rtwy own people and culture and tits 


Of aevofopnoot am noon arocuMoa of 
previous reports in India such as fee Sokhey, 
Bhore real the ICMR4CSSR coeam ltt ee a 
which were based on a far greater 
understanding of the reality of our problems. 
This rich experience had been totally ignored 
by the WDR. It shoiMy Ignored the positive 
examples of Implementation of the 
decentralised model available from Sri 
Lanka, Kerala, Cuba and a vast number of 
NGOs. The present strengthening of the 
paochayati raj institutions offered, in Ids 
view, another opportunity for implementing 
a people-based, highly cost-effective and 
humane model of health care m contrast to 
that advocated by the WDR. 

Arati Sawhney in her paper entitled. 
‘Women’s Empowerment and Health 
Experiences from Rsjasthan', argued that 
the state is interested in grass roots level 
organisations only insofar as (heae act as 
conduits for the delivery of services and 
messages proposed by it For instances the 
idea of women's empowerment in the 
women's development programme in 
Rajaxthwi meant that a lot of women started 
praclisrng fertility awareness as a means of 
planning their families. But the state did not 
see this as a positive development; and, it 
tfid not matter to health agencies tha women 
were practising fertility control. They were 
only interested in achieving their sterilisation 
targets and had no qualms in using the 
prevailing drought to allow access to drought 
relief schemes ooly to sterilised women. 
When women's empowerment was actually 
taking place and they stated questioning 
many of the priorities set out for them, there 
were efforts made to dismntte the entire 
programme. In other words, she argued, 
there are structural constraints to the quest 
for alternatives within the system. 

In his paper entitled, 'On the Wortd Bank 
and Health: Some Reflections’, Shiv 
Vishwanathan noted that judging the WDR 
on the bati s of four criteria, namely, literacy, 
numeracy, “ecolacy" and democracy, he 
found it wanting on al I the counts, hs i literacy 
extends to ignoring debates generated by 
INich. Dubos and others, its muomeracy is 
evident from the fact that health is broken 
into a discrete package of im^es while 
health or sickness in reality escape such 
reductio n s. The “ecolate" view, oue which 
dean with tnter-tiakages and feedback loops, 
is musing. Tbe notion of democracy, either 
boween knowledge systems dr as the idea 
ef a community's right to participate in Ms 
aem attain or the pattern's role ia hit own 
healing snrlnxr - adserthanassc 
xUBanfc'twayt. 
i of (he WDR kind 
the wqrid to a LBOO m to 


metaphors are miBmjtdci A large iUbboo hi 
the WDR is dot it says nofefeg about the 
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The WDR does aot re cogn ise 
feet Ai 
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He argued that health cannot be a subset of 
economics where cost-cutting beoomns an 
act of trfege: ‘rational’ grounds far the 
tinndomneatofthepoorsnddiscroed. Health 
should be seen as a sector of fee moral 
economy instead of fee market economy. 

KRNsyar in his paper, entitled. The New 
Era of Growth; An Epitaph to the 
Environment', pointed to the futility of 
official pronounceRienti such as the national 
conservation strategy and fee national policy 
on environmental and sustainable 
dev el op m ent when the economic policies 
are all geared in exactly the opposite 
direction. The environmental impact of 
the structural adjustment policies will not 
only be due to 'toxic terrorism* and ‘garbage 
imperialism'but also to the shift in tbe use 
of natural resources for foreign motets. 
He argued tha it was utterly useless to call 
for stringent environmental control given 
the highly centralised and narrow ambit of 
state directed environmental actions on the 
one hand, and given the localised and 
unconventional sources of pollution on the 
other. The data on the trends Ln environmental 
health are dismal and will add further, to fee 
disease burden borne by the poor. 

Utsa Patnaik argued that there was a need 
to evolve counter-concepts to fee first world 
definitions. For instance, i n s tea d of seeing 
'population' just as the number of human 
beings we must consider tbe concept of‘real 
population’ which is computed by 
multiplying the number of human beings by 
their consumption levels. The challenge 
would then be for all countries to reduce 
their real populations instead of population 
control in third wortd nations. There was a 
need to view health needs also differently 
because the health consriawmess of fee first 
world is a the cost of the health of the poor 
of fee third world. Wife the implementation 
of the structural adjustment programmes 
and liberalisation, we may expect to find 
in fee next few years a very subatantia! 
decline in the production of foodgratiu per 
head; acco mp anying this will be a further 
onslaught on fee Wo-di verity and richness 
of our r es o u rce endowments. Dona Roy 
highlighted fee so ci o-eco n omic co es ex t in 

m Am Asaanlnuff 
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drawing attention to fee role of local dfees- 

He suggested feaaaxmooodudvedbectioo 
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Crossing the Century without the 
NevHteman 

H— K irf qr 

Whatever be the final verdict of history on Deng, his achievement in 
leading China decisively from its intermittent isolation to the prominent 
place it now occupies on the international stage is remarkable. 


AS the day approaches for Deng Xiaoping 
to'meet Man’ (lo use one of Deng’s expres¬ 
sions) speculation about the politics of 
succession in China has intensified and the 
evaluation of his legacy has assumed new 
significance. Whatever be the final verdict 
of history on Deng, his achievement in 
leading China decisively from its intermittent 
isolation to the prominent place it now 
occupies on the international stage - billed 
as (he next superpower (rod no longer 
reluctant) - is remarkable At a crucial 
period in history when socialist govern¬ 
ment crumbled in Europe. Deng has 
reminded the world that "the people of 
China have stood up" (to borrow an expres¬ 
sion from Mao)and upheld "socialism with 
Chinese characteristics". 

Paradoxically the success of Deng leaves 
to his succe ssors a host of fundamental 
problems related to ideology, the balance 
between economic and political reforms and 
the institutions of the party and the army 
The success of Deng's policies has created 
new realities that demand a vigorous 
response if China is to avoid seeing 
reforms collapse into social chaos. 

Most of the major initiatives of the 
Chinese Communist Party (CCP) from 1979 
to 1994came from Deng. While the prestige 
and credibility of the senior leaders had 
noticeably decreased after the military 
crackdown in 198V. it could be argued that 
Deng had by and large achieved what he 
had set out to do lo consolidate the CCP. 
to reignite economic growth and reform 
and lo break through the diplomatic isola¬ 
tion that had betat China. 

By early 1992 China had largely been 
accepted into the county of the nations 
Bajiag weathered the collapse of the Soviet 
Union and the eastern Woe well. By mid- 
f994 China had emerged as a major player 
on the international stage So many western 
nations and Japan were jostling to get into 
Cbuu's market that even the administration 
of US pmldam Bill Clinton had to take 
seriously the threat of retaliation should 
Washington decide not to renew iu 'moot 
favoured nation' status. 

Chinas* lenders are aware that the 
legitimacy of tire regime will depend on its 
*Mity to continue » deliver the goods and 
therefore rire n w ra imp o r t—q u estion is not 

•ho will aueeuatf Deng but how long will 


the regime be able to maintain and even 
improve the well-being of the people. 
Leadership succession can have, to borrow 
an economic terra, a ‘softlanding’ if it 
coincides with a period of reasonable growth 
and low inflation. But if economic growth 
falters the stage could be set for a power 
struggle between the emerging collective 
leadership (of Jiang Zemin. Li Peng and Zhu 
Rongji) and polilburo heavy weights outside 
the Deng-designated core. 

It is acknowledged that while Deng 
succeeded to a great extent in maintaining 
unity in the party by his charisma, it has not 
been easy to structure a legal framework to 
govern the largest political part y in the work), 
clearly defining the relation, between the 
party and the government in the 'primary 
stage of socialism'. 

The current moves to ensure the loyally 
of the members to leadership of the party 
echo a call by Deng who admitted that the 
major threat to the Communist rule m China 
came chiefly from the CCP itself. There i> 
evidence of fresh attempts to strengthen the 
party at the grass roots level. Top Chinese 
leaders have been making their rounds in the 
regions to make sure that their policies arc 
being implemented across the country. 

The emphasis on ideology for the cadres 
for the post-Deng era has been repeated by 
several party leaders including Jiang Zcmm 
when they spoke of cross-century cadres' 
who are both modernisation-minded 
managers and reliable marxists. The new 
head of the organisation department Zhang 
Quaijing echoed a Maoist formula when he 
pointed out that of the four criteria for 
assessing a cadre being, revolutionary, 
young, knowledgeable and professional, the 
first one towered over the others. This 
revival of Maoist statecraft runs counter to 
many of Deng's teachings about ‘thought 
liberation and theoretical exploration'. 

Beijing has asked top cadres in each 
province and major cities to profess 
allegiance to the leadership collective with 
president Jiang Zetrnn at iu core. Meetings 
have been held in all pro v in ce s and maw 
cities to discuss the political reqatenantt 
of the new era - ' fti miiw far tire post- 
Deng order. The party boeaes read out ceaml 
co m mi ttee decunaott ae the oNnitire 
i aw Ml suit of mrittatalna untrv arilh toa 

■Wwwf^pv^ uiwi w ^^^m 
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incidents is tire new era*. Analysts familiar 
with such activities point out tint similar 
exercises in consensus-buildtng were 
undertaken in the last days of Mao, 
immediately after the fall of the Gang of 
Four in 1976 and soon after Deng's 
assumption of power in late 1978. 

The most remarkable achi ev em en ts of 
Deng have been in the field of economic 
reforms. To legitimise China's commitment 
to a long-term progra mme of development 
based on an increasingly mixed economy 
and pursued in a setting in which the party 
comm a nds but does nor directly adm ini ster , 
the Chinese leaders guided by Deng 
formulatedaspecial ideological concept *the 
primary stage of socialism'. The departure 
from orthodox Marxism-Leninism was 
justified by reference to the undeveloped 
character or the forces of production and to 
the uniqueness of China's historical 
conditions. 

Many in the west had predicted that 
Chinese leaden would respond to the col¬ 
lapse of the socialist governments in eastern 
Europe and Soviet Union by jettisoning 
economic reform mid dosing the door to tie 
outside world. Instead the Ouneae leader¬ 
ship concluded that economic failure had 
been the main cause of east European govern¬ 
ments' downfall This re i n fo rced the belief 
that domestic economic growth is ease mi l l 
for the survival of a socialist system. 

Ii alter Deng's trip to the Special 
Economic Zones in southern China in eariy 
19V2 that market reform really gained 
momentum It was then that he tried to cad 
(he .n^ument over what constitute* capdahim 
and socialism. Whether a move it capitalist' 
or socialist’, he said, depends nuMy on 
whether or not it will benefit die bring 
MindaiJs of the people. The strategy of 
■HlClcf.l ted growth and enhanced e con o m i c 
reiorru was adopted as official policy et tire 
14th Party Congress in mid-October. 1992 
which Mcogmscd the legitimacy of *a 
social ki market economy'. 

Deng had already elaborated on Mi titeory 
that only economic prog res s emtid save 
Chmesc-style socialism. "If the ecanemji 
improv es oth er p o l ici es will mooned natitito 
Chinese people's faith in s o ci a hs m wit he 
enhanced If not socialism mu onty in China 
but to the rest of the world will aril** 

China will not adapt 'meant espnafare' 
or shock therapy u la aameai Bnrapc as 


aome bobewe. There a a broad spnctnusof 
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between the centre and the localities, a 
prominent issue In party discussions. On the 
other hand the relationship between ‘First 
World China' meaning the south-east coast 
and Third World China’ meaning the centra) 
and western parts of the nation, could also 
become more strained. 

The problem of regional imbalance was 
addressed with clarity by U Peng during a 
major conference on Tibet in the summer 
of 1994. "We must recognise the disparity 
(bet ween rich and poor ones) and encourage 
areas with necessary conditions to develop 
further. We must also adopt effective 
measures to help areas that have fallen 
behind to speed up development in order 
toexpedite(thcgoaf of)common prosperity". 
‘Fupin’ (help the poor areas) has become 
a major political slogan echoing the Maoist 
' ideal of ‘common prosperity’. 

Rote of Army 

One of the most crucial problems Deng 
will leave unresolved is the identity and role 
of the army and its relationship with other 
aspects of the polity. After mid-1989 Deng 
rescinded his earlier concept about ‘defence 
modernisation' and the separation of the 
army and the party and subsuming the party 
under civilian control. From that time Deng 
skilfully used army backing to beat hack the 
challenge of the conservatives and central 
planners in Beijing. By 1993 and 1994 the 
army became (he principal guarantee for 
Deng's succession strategy propping up the 
authority of the mainstream faction tod by' 
Jiang and helping it to maintain supremacy 
in the post-Deng era. 

The current status of the People’s 
Liberation Army has attracted criticism as 
‘a stale within a state’. Political representa¬ 
tion of the PLA in the highest councils of 
the puny and government have considerably 
increased in the recent period. It is admitted 
that the party and army authorities have 
failed to check the mushrooming PLA 
business empire or to iastal a proper super¬ 
vision and anti-corruption mechanism. 

The liberation Army Daily, in early 
December 1994expressed alarm over money 
worship in the army. It exhorted; "We must 
teach cadres and soldiers to practise ‘the 
spirit of selflessness'. to promote the idea 
of 'terviag the people all the way’, to ’find 
a place in their hearts', to maintain the 
‘political colours of revolutionary soldiers' 
to chant aloud the slogan ’serve the people 
unselfishly’ tobe w«y against the coemption 
of profligacy and consciously submit to the 
test of a complex society”. 

It is not always r em em b er ed that Deng , 
had at first given his blessings to the acti¬ 
vities centring on whet came in be t — s 
as Democracy Wall ia the late 1970s. 
Then when the mo vement led to very far- 
reaching criticism he took the initiative ■ 


in imposing the Tour basic principles': 
support for the socialist road, people’s 
democratic dictatorship, leadership of the 
CCP, Marxism-Leninism-Mao Zedong 
thought. 

While Deng succeeded in blazing some 
new trails in economics he could not overhaul 
the party’s fundamental approach to 
governance. While he underscored the 
importance of replacing the rule by 
personality with modem systemic statecraft 
little was done about it. 

By early 1994 it became evident that the 
leadership was beginning to realise the 
consequences of lack of political reforms. 
Several recent statements indicate a new line 
declaring that policies should only be adop¬ 
ted if they have the support of the people. 
The shift in party thinking obviously with 
the blessings of Deng was announced in a 
front-page commentary in the official party 
organ the People's Daily on November 7, 
1994. The article in describing the essence 
of Deng's thinking as contained in the new 
edition of his Selected Monts said it consisted 
of respecting the interests and wishes of the 
broad masses. It went on to explain that 
according to Deng's approach the point of 
departure and ultimate consideration for 
formulating various goals and policies are 
“whether the people support them, whether 
they agree with them and are happy with 
them". Analysts point out that this new 
populartwist to Deng’sthought went beyond 


and p er ha ps *vt# against the criteria fbr 
pmucm mm xn^j oown 
during Mi famous 1992 trip to the sooth. 
"The sole factor to be considered in 
determining the usefulness of a policy was 
whether it expedited economic growth, 
promoted productivity and boosted the 
comprehe ns ive strength of the nation”, he 
said at that time. ' 

The most authoritative document defining 
the reaaon why a more democ ra tic system 
is needed, the means by which it can be 
promoted and the frontiers which cannot be 
transgressed remains even today Deng's 
speech of August 18. 1980 to an enlarged 
session of the poiitboro. The goal forcefully 
proclaimed is "to perform and perfect in a 
practical way the party and state systems 
and to ensure on the basis of those 
systems, the democratisation of the political 
life of die party and the state, the demo¬ 
cratisation of economic management and 
the democratisation of economic manage¬ 
ment and the democratisation of the life of 
society** a whole”. The goal remains very 
distant. 

As the successors of Deng prepare to cross 
the century without the New Hehnsman they 
inherit a rich but complex and contested 
legacy and carry the burden of many 
unresolved basic issues including that of 
finding a proper balance between economic 
and political reforms for ‘socialism with 
Chinese characteristics'. 1 
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Pooling of Central Thxes for Devolution 

IS Gated 

The pooling of central taxes for devolution to the states, as 
recommended by the Tenth Finance Commission under its ‘alternative 
schemeis very narrowly conceived. The commission ignores possible 
alternatives such as transfer of the entire field of domestic trade 
taxation to the states. 


IN this note my purpose is to deal only 
with the alternative scheme of vertical 
devolution recommended by the Tenth 
Finance Commission (TFC hereafter) for 
adoption with effect from April 1996. While 
the central government has given no 
indication of the view it takes on the 
recommendation, it is very necessary that 
the matter be debated thoroughly before 
the government goes to parliament for the 
requited amendments to the Constitution 
on an extremely important aspect of central- 
state financial relations. 

The main features of the proposed 
alternative scheme are: (i) instead of 
allocating to the states specified shares of 
the centre’s revenue from only income tax 
and excise duties, they should be allocated 
a share of the aggregated pool comprising 
the gross tax revenue of the centre, (ii) the 
share of the states be fixed at 26 per cent, 
(iii) this will also cover the gram-in-lieu 
of tax on railway passenger fares, (iv) an 
additional 3 per cent be allocated to the 
states in lieu of the additional excise 
duties the cent re is currently obliged to 
levy in lieu of the sales tax on three 
commodities that the states have, under a 
tax rental arrangement, agreed not to 
impose, (v) while the states will be 
precluded from levying sales tax on these 
three co mm odit ies , the centre will merge 
(he currant additional excite duties with 
basic excise dudes, (vi) taxes listed in 
Articles 261 and 269 of the Constitution. 
«her fcaaeenml tales tax and consignment 
««. shall term pan of the proposed central 
Pool, (vii) surcharges imposed by the 
<*mre ’for the purposes of the union 1 
*»ll however , not form part of the central 
Pool. <v#H) the proposed ratios of 26 and 
J per com on the basis of which the 
allocation will be determined out 
ihe centre! pool shail be reviewed after 
^years, and OxHtehoriaomal distribution 
°otofthe central pool as well as of various 

P ,w i (except grant-in-lko of tax on 
pmamvar teres) will axiH be as 
yowwaedad by TFC and subsequent 
^tsssKsa eMMlMarik. 


PswaPL£ Of POOUNG 

As far as the principle of pooling the total 
tax revenues of the centre for the purpose 
of determining ihe states' share thereof is 
concerned. TFC is on strong ground in 
recommending a move away from the exis¬ 
ting system of the states sharing revenues 
from only a few specified central taxes. 
There is considerable force in TFC'a 
argument that pooling will enable “thestales 
to share the aggregate buoyancy of central 
taxes” and. at the same time, the centre will 
be less constrained in its tax effort by the 
need to share its fruits with the stales. Of 
course, the fact that the two central taxes, 
income tax and excise duties, presently 
shareable have, as TFC notes, shown less 
buoyancy than the other two major central 
taxes, riz.corporation (ax andcustomsdubet. 
may have more to do with die obligation to 
share the former's proceeds with the states 
than their inherent characteristic*. The 
question therefore does arise whether pooling 
of all central taxes for purposes of sharing 
with the statts will really improve the centre’s 
incentive to mobilise aggregate tax revenue 
or it simply distributes the disincentive 
evenly over the various central taxes. Let us 
not forget in this context that even the ratio 
of 29 pa cent proposed for the states' share 
of the central poo) is not insubstant ial. T he 
centra] g o vernment is reported by TFC to 
have argued in its m em or an dum to the 
commission that in order to raise Rs 100 
cron for itself through excise duties it 
would have to raise Rs 182 crore because 
”43 pa cent of any in crease in the yield 
will accrue to the states". 

Linda the proposed pooling a rrang em ent 
the centre wilt no doubt have to m obi Hre 
Rs 141 crore instead of Rs 182 crore fat 
onfcr to raise Ra 100 crore far toelf through 
excise dudes, but the centre wW no toapar 
have the choi c e between excise defies and 
corporation tax or cuatona dnfiea utiess it 
chooses to raise the tfidHtt—l re venu e 
through aurchatp a irepuaed *far tee par- 
peace of the refion’ which the pmpeaid 
achetne keep* out of fire oaaml pod. Even 


assuming that the states are agreeabie to the 
proposed ratio of 29 pa cent for them in 
the central pooL end to the proposed stipu¬ 
lation that it can be reviewe d only aria 13 
yean - assumptions that, as we note lata, 
may not quite hold - any upward revision 
of the ratio in future win raise the question 
of the shareability of central taxes acting as 
a dampa on the centre’s tax effort with even 
grata force. 

Why. one is templed to ask. should we 
not am a fa' in alternative to the p ro pose d 
pooling of central taxes, Mindy, transferring 
some of the taxes currently on the Uaion List 
to the Store Lite?. TFC speaks of the “many 
deficiencies" is Ihe Indian tax system 
heavily d ep e n de n t on indirect taxes, with 
union excise* and stale nlrttsrrirnmpriring 
the core of the domestic trade taxes", and 
the need for tax reform, but gives no e viden ce 
of considering the transfer of the entire sphere 
at domestic trade taxes to the ataaw as an 
ahemativctoiusugfenedschemeaf pooling 
central taxes for the purpose of shoring the 
proceeds with the stales. The obligntion to 
share its revenue will no Inngrr act as a 
dampa on tax effort. Additionally, several 

nd riyfV firiwift 

system of domestic trade taxes but which 
arise because of the shea hknrducal 
division between the centre and stales might 
ga corrected as a consequence: lu any case, 
the task of reforming domestic trade taxes 
will then become the sole responsibility at 
one level, namely, that of the states. 

The nuyor objection to considering this 
alternative to pooling would be that as a 
consequence the ****** would be aHocatod 
a source of tax revenue yiekhug mare (hen 
the proposed 29 per cent of total central tax 
revenues. This bring* us to the quas i an of 
the proposed ntios of 26 pa cent and 3 pa 
cent for the first 15 yean. 

Aduquacy of Ratos 

TFC has waked out the ratios on tee 
basis of what currently accrues to tee stales 
by way of shares of central revetme tarn 


in-lieu of tea on railway pemenga tent on 
tee one bend »d share of idMtinnti nerist 
duties an the otter. During the ftinqpto*- 
nhm. 199Q-93, the arena worked om to 


24JI per cat for tee former end 193 per 
cent for the Inna. Ante this tecfcgmund 


stem of tee antes m M par cant and 3 par 
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If one Ukes the view that the way resource 
transfers from the centre to the states have 
currently been taking place departs con¬ 
siderably from what was conceived of under 
the Constitution, namely, their taking place 
primarily under the statutory auspices of the 
Finance Commissions, be they in the form 
of tax sharing or grants-in-aid, then the 
proposed pooling arrangement with the 
states' entitlement fixed at 29 per cent is 
tantamount to freezing the status quo. Under 
proposed new arrangement also the slates 
will continue to depend for a major pan of 
central transfers on channels other than the 
Finance Commission. In this connection, it 
is pertinent to note that, as the figures given 
out by TFC show, in 1994-95 (budget esti¬ 
mates) out of the total revenue account 
transfers from the centre to the states of 
Rs 47,000 crore. as much as 48 per cent 
was in the form of grants, four-fifths of 
which were outside of the statutory frame¬ 
work. comprising almost, entirely central 
assistance for state plans and assistance for 
central and centrally-sponsored schemes. 
Keeping this in mind and also that the states 
have generally preferred ccmral resource 
transfers untied and within the statutory 
framework rather than as tied transfers 
linked to one scheme or another, the 
alternative of the stated being allocated the 
entile yield of domestic trade taxes, including 
excise duties and sales taxation, might be 
more acceptable to the states without depri¬ 
ving the centre of access to funds for its own 
purposes. 

Let us anticipate one possible objection 
to transferring domestic trade taxation in its 
cmerity to the states in place of the existing 
lax-sharing-cum-grams arrangements. It 
could be argued that under the existing 
arrangements as welt as the arrangements 
for pooling of all central taxes, the Finance 
Commission and other central agencies 
are, and will be, able to play a significant 
redistributive role. Whether or not the 
Finance Commission and various central 
agencies do actually succeed in playing an 
effective redistributive role is a question 
that is not yet quite settled. Still, the point 
remains, namely, that the need for redistri¬ 
bution among die states, given the disparities 
in (he levels of development, cannot be 
denied. The question is whether such a role 
for future Fuiancc Commissions could not 
be thought of within an arrangement where 
the stales enjoy much more adequate taxing 
powers, adequate in terms of their respon¬ 
sibilities under the Constitution, and still 
a redistributive mechanism is devised. 
Maybe some amount of pooling out of the 
tax revenues the states themselves mobilise 
is considered necessary for the purpose. 
And u cannot be ruled out that this will 
involve some mter-stale transfers and the 
relatively better-off states or natai identified 
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ha veto part widiaporrion of the lax revenues 
they collect in favour of other states less 
advantageously placed. So future Finance 
Commissions will have an important role to 
play in ensuring inter-state equity in access 
to finances even if taxing powers were more 
evenly distributed between the centre and 
the states, as is suggested above as an alter¬ 
native to the proposed pooling of central 
taxes for the purpose of devolution to the 
stales. 


AoomoNAL Excise Dimes 

The TFC proposal to include additional 
excise duties also in the central pool is not 
as simple as it sounds. The additional excise 
duties are being levied by the centre under 
an arrangement agreed upon with the stater 
whereby the states surrendered their 
constitutional right to levy sales tax on sugar, 
tobacco and textiles. Even if the 3 per cent 
ratio proposed by TFC lo be allocated lo the 
states out of the proposed central pool sounds 
reasonable in the light of past data, the point 
remains whether the stales would not be able 
to raise considerably higher revenue from 
levying sales tax on these three commodities, 
if the power to do so reverts to them. The 
pooling proposal puts paid to the states' 
nght to impose sales tax on these eminently 
taxable items, one of them at least at 
substantially higher rates. While, as TFC 
notes, the states have been complaining in 
the past about the tardy implementation of 
the above agreement by the centre, the 
commission overlooks to mention that 
several states have argued for the right to 
impose sales tax on these three items to 
revert to them. After all. the states levy 
Mies tax on several hundred other items. 
Why not also these three? Of course, if the 
suggestion to transfer in entirety domestic 
trade taxes to the states is acceptable, the 
question of raxing of these three items, 
whatever the manner of taxation, at this 
level or that, disappears. 

Under (he proposed central pooling of tax 
revenues, the additional excise duties are to 
be merged by the centre with the basic excise 
duties. But it is not clear whether inter-state 
distribution of the 3 per cejt of (be central 
pool will be made on the bows of the formula 
TFC re co mm en ds for the baste excises or 
for the additional excrae dories, as and when 
the proposed pooling arrangemem comes 
into effect lo this context, it is abo pertinent 
to note that no Finance Commission, 
including TFC, has been particularly 
satisfied wife the data an the tests of wWdi 
to determine the inter-stale distribution of 
the re ve n u e raised from additions! excise 
duties. 


Onan issues 
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the power to levy surcharges more often as 
a device to deprive the states of a share of 
the divisible taxes than to fneet any 
extraordinary ‘emergent but temporary' 
demands on the union gov er nm e n t . By 
recommending that the centre should 
continue to have the power to levy sur¬ 
charges for the purposes of the union and 
that these should be excluded From the 
sharing arrangements with the states even 
after the proposed central pooling comes 
into effect. TFC has allowed a major source 
of the states' grievances to remain. 

75- Yearly Reviews: TFC’s recommendation 
is that the states’ share out of the proposed 
central pool should remain fixed at 29 per 
cent (26 per cent plus 3 per cent) for a 
period of 15 years and then be reviewed. 
But the commission is not recommending 
the principle of revenue equivalence for 
15-yeariy reviews. As it observes, "wc 
have used the criterion of revenue 
equivalence only for the initial fixing of 
the above ratios*’. To mandate the revenue 
equivalence principle in subsequent 
reviews would have negated a very may* 
objective of pooling of all central taxev 
namely, of ridding the centre of the 
constraint of having to share a substantial 
pan of the fruits of its tax effort with the 
states, though the negative impact would 
operate with a time-lag. But the commis¬ 
sion fails to lay down the principles for the 
15-yearly reviews to follow, possibly 
because it itself relies altogether on the 
revenue equivalence principle, ignoring 
the expenditure needs of the states arc lit 
greater than what would be covered by the 
recommended ratios. Not for nothing art 
the current central resource transfers to the 
states substantially larger than what accrue) 
to them through the Finance Commissioe 
mechanism. 

Inter-Stale Trade: While TFC has ngtxly 
taken care to explicitly exclude central sale) 
tax and consignment ux from (he putw* 
of the pooling arrange m ents even ilunigl 
they fall under Article 269. n is import* 

that many new constitutional rearrangement 

measures impinging on the states' fmaw« 
power* are not left altogether to the centre 
discretion. The consignment tax provide) 
classic example of how weak fee wish* 
msututtonal mechanism is in making <» 
centre implement solemn decisions leW" 

to fee raxing powers of the states. Some i hit 

on the fetes of German federal finsno 
nmuoof ts train contKKnng. 
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THERE is considerable anxiety among 
policy-makers as well as among those 
studying Indian society about the con¬ 
sequences of the policies for liberalisation 
for agriculture and for the Indian economy 
as a whole. Even those favouring libera¬ 
lisation of industry and trade and removal 
of domestic controls appear to develop cold 
feet when the caseof agriculture is considered 
for opening up the sector to market forces 
and to the operations of domestic and MNC 
tigers'. In fact, it is possible to sec ahead 
a phase of conflicting pressures on the 
government from urban groups arguing for 
retaining a substantial measure of public 
support and guidance for agriculture and 
farm lobbies demanding industry status and 
privileges for their activities. Considering 
the recent political trends, a good guess 
would be that the focus of policies would 
increasingly veer towards the latter group 
though, at the same time, attempts would 
also be made not to antagonise the urban 
interests. A characteristic feature of policy¬ 
making in India is that such balancing arts 
often tend to confound not only those affected 
by policies but even the policy-makers 
themselves as a result of different ministries 
working at cross purposes. 

In this context, the book under review 
which takes a comprehensive look at policy 
issues relating to agriculture would he of 
particular interest to scholars and policy- 
researchers Undying Indian economy The 
hook is m outcome of the initiative taken 
hy >groopofsocial scientists', with financial 
support from the Pood and Agriculture 
Organisation of the United Nations, to 
Mpkw a middle course combining the best 
features of both controlled regimes and 
hherallaod markets and private enterprise 
The book contains papers prepared hy the 
Kmup on the theme ‘ Agricultural Policy in 
>he New Economic Environment' and the 
proceeding* of a national workshop hetdm 
September 1993 to discuss the papers The 
Pwp has impeccable credentials for policy 
•nslyies; the authors of the papers as well 
“ ,h «e who hav» commented on them are 
Cm,n emacn4e«mc*w*h many years ot active 


association with top policy-making bodies 
in the government. A possible shortcoming 
of the group is that it consisted of only 
economists and agricultural experts who are 
prone to be a shade too confident of their 
ability to prescribe policies for the good of 
the nation. Presence of sociologists and 
political scientists would have certainty 
helped the group in articulating an approach 
and perspective more in tune with the assess¬ 
ments and insights of ‘social scientists'. This 
point will be taken up later after having a 
look at the policy prescriptions offered by 
the book. 

n 

Owing (o substantial overlap among the 
papers and the workshop sessions, the priority 
policy tasks identified in the workshop are 
enumerated below without attributing them 
to particular aulhors/discussants. It is best 
to begin by taking note of the mam causes 
of anxiety in the groupand the broad strategy 
it would like to be used to tackle them. 
'Adjustment programmes, which are 
designed to restore macro-economic balance, 
might land India into serious short- and 
medium-term problems of inflation, slow¬ 
down of infrastructural investment, erosion 
of food security, accentuation of mtra- 
prrsonal and mint-regional inequalities and 
deceleration in the growth of the domestic 
economy including, ol course, agneuiture . 
in order to ensure that the liberalisation ol 
agriculture leads not only to higher growth 
but also to greater equity and conservation 
of natural resources and protection ol 
environment, the market-oriented policy 
reforms would have to be accompanied by 
institutional reforms Mid measures to develop 
infrastructures, support systems and alter¬ 
native technologies A mayor part of the 
elfort in these areas would requite public 
investment. Abo. regulation, particularly in 
the area of environmental protection, would 
he necessary not only to s up pl emen t the 
price mechanism, but also, to fact,» check 
the adverse effects of the nMMcnapanihgm 
of the market form,'* 

Viewing the agriodtsinl attention from 
this perspective, the p aga n p r e s en ted in the 


workshop highlight the following priority 
tasks for agricultural policies. The intention 
here is only to understand the broad ap¬ 
proach of the group as reflected in their 
stand on major issues without going into 
the details of any particular policy For this 
purpose a summary listing is given below 
which has been prepared by drawing 
verbatim on the excellent 'Introduction' 
given by the editor. 

(1) Strengthening the planning process m 
India with a view to increasing public 
investment in agriculture, reviving private 
investment and implementing agro-eiimatic 
planning for growth 

(2) Large public and private investment 
for expanding the irrigation system, speedy 
exploration of irrigation potential from major 
and medium sources and completion of 
ongoing projects; ensuring conjunctive use 
of surface and ground water. 

t3) Large infrastructural investment tor 
bringing about specialisation both in crop 
and allied agricultural activities and 
diversification towards dairying, horti¬ 
culture. Expansion ot rural electrification in 
the eastern region. 

14) Both rural credit institutions and 
commercial hanks w orking in rural areas arc 
facing financial diffictitiies mainly because 
of excessive overdoes and the higher costs 
involved m maintaining a »vgc number of 
small accounts. p eformv m the financial 
sector need to be an integral part of the 
structural adjustment programme In this 
connection. attention has to be given l o 
improved viability of credit institutions 
through heller management, development 
of skills for apjvjival ol tuial lending, 
profitability of investment .ind technology 
of production and political factors like 
subsidy and loan waivers would have to he 
kept in check. 

(5) The reorientation of the technology 
policy in the context of the new economic 
policy should, in addition to meeting the 
challenges of diversification of agriculture., 
remedy the existing deficiencies such as 
excessive concern with yields rather than 
profitability and neglect of ummgawd areas 
and dryland crops The real challenge is to 
identify the research needs in various tyro- 
climatic areas with a view to developing 
area-specific technology packages and 
cropping patterns that are comment with 
their resource endowment so as to real* 
their potential comparative advantage. 

(6) Modern technological developments 
warrant (he creation of new unwotMo* hkr 
agro-radusmal complexes that undertake 
integrated procern o g of various ficM and 
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The major concern* of this book are to 
identify effective stylet of leadership, the 
constructive uses of power ind how a 
synergetic work culture can be built within 
an organization. Leadership and power are 
seen to have culturally invariant components. 

The main strength of the book lies in the 
fact that it provides an integrated view of the most recent theories of leadership and 
power in organizations. The evidence in support of these theories is critically 
examined without resorting to stal^rirsjwhtie concrete examples are provided without 
technical trimmings. 
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This book explores the transition of Indian society from 
agrarian-rural to technological-industrial and is based on the 
experiences of the generation which grew up in the 1970s and 
1980s. Indian society, the authors argue, has attempted to 
synthesise the western and the eastern ethos. While it has 
retained many 


social, cultural, individual and organizational forms 
and processes from its agrarian roots, it has also 
adopted new forms from the technological milieu, 
but without the cultural and contextual processes. 
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plantation crop. The new institutional 
frame w or k must in no eaee be dominated 
by large co r p or a tion * and m ult in a tion als; it 
anuat rather enable a large number of small 
farmer* to p ar tic ipat e in and benefit from 
sgro-prncet«ng This underline* the need to 
develop a co- o pera ti ve network. Farmer*’ 
co-ope rati ve* will have to |ive ipecial 
attention to marketing. Thi* is how they will 
be able to compete with large corporations 
that excel in this area. 

(7) Integrating the trade policy with the 
price policy would enable India to meet 
better the objectives of providing incentives 
to producers and reasonable prices to the 
consumers. However, for a big country like 
India with rapidly increasing population, a 
policy of near self-sufficiency in food is 
necessary not only to avoid the high risks 
involved in international trade but also 
because of the dependence of a large 
proportion of its workforce on food 
production. Further, with a high share in 
world agricultural output, small country 
assumptions do not hold true as India'sentry 
in the world trade would significantly affect 
world prices. This is the more so because 
of the glaring imperfections and i mervenuons 
in agricultural markets and also because 
world prices are determined by very small 
surpluses. It can be argued that tariffs on 
imports and taxeson exports should be higher 
than the usual optimum levels. Also 
quantitative restrictions on trade should 
continue in some commodities like 
foodgmins along with retaining buffer stocks 
for food security reasons. 

(8) Farm level price controls, controls on 
input supplying or output disposal indus- 
tries that Inhibit agro-processing and diversi¬ 
fication need immediate reforms- There is 
also an ntfent n ee d to remove controls like 
quantitative restrictions on stocks and 
domestic movements of agricultural 
commodities, price controls on inputs like 
cooling equipment amt restrictions on 
investment in agro-processing, distribution 
and marketing. As regards input distribution 
systems, the intervention by public sector 
agencies, which have an important pro- 
R»tiaoairDtomplay.wo«idhave to continue. 
Atthesametime, in orderso ensure efficiency 
and beam allocation of resources, it would 
he nece ssa ry to have rational pricing of 
mpucs sad gradual withdrawal of subsidies. 
Oroundwsiermmkets should be made more 
“htitable as between the small nd large 
farmer*. A co- o perativ e of small hoWngs, 
which brings than together, would be a 
“»cfui tn e ti i n d o — 1 innovation. 

It nny same strange that the group should 

fecoams n d a po licy puck sg s wWch is much 
"use ta am* with • planned regime than s 
' Hh s rsMmr law* m y .it Is* package which 


assumes that the state would continue to 
control the ‘comm e nding height* of the 
economy. The |w*qr not only visualise* 
several 'promotional' interventions by the 
state but the state it alto expected to be the 
ring master cracking the whip ft the tigerish 
markets and,even, to build up co-operative* 
and similar organisations for the poor. It 
would be a good guess that, given their 
intimate association with policy-making in 
yesteryears and their co m mi tm en t to vshies 
and goals underlying these policies, the 
members in the group have looked at die 
future primarily in terms of the unfinished 
tasks of the put. They seem to believe that 
a desirable and practicable strategy for the 
country would be to pursue the job of com¬ 
pleting these tasks with added determination 
and sense of urgency. A more suitable title 
for the book would have been ‘Economic 
Planning and Indian Agriculture'! 

m 

It would indeed be a happy situation for 
the economy if the group were right in its 
diagnoses and prescription. The papers are 
impressive in their logic and documentation. 
And. yet. they may leave many readers with 
gnawing doubts - as they have this reviewer 
- about the attributes and capacity of the 
state to play the heroic rok assigned to it 
by the group members. Let us briefly describe 
the way in which a rural investigator is likely 
to view the emerging situation. He finds 
abundant evidence in the Held that, even 
after over four decades of development 
policies, the ability - and even the willing¬ 
ness - of the state to help poor people and 
poor areas in a sustained manner remains 
deplorably weak. A telling example is the 
almost total absence of price support to poor 
farmer*' crops like jowar and bajra and to 
potentially profitable crops like jute in the 
back ward pockets. While the group is worried 
about infrastructural investments, it is 
commqn knowledge that rural roads, schools, 
dispensaries, etc, even where they exist are 
in a dismal condition. As regards ensuring 
good behaviour by the markets, it it hardly 
a secret that (he government often does not 
have even reliable production and market 
arrival statistics for crops sufficiently in 
advance and relies on the figures gathere d 
from trade circles! Regarding ins titu t i o n 
building, state sponsorship and support 
appears to be a sure way to create 
organisations which promptly become 
parasites feeding on the rasa! people rather 
than serving them. The point is that time 
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wear down. If the groapaf social sriemiT 
bed spend some timt to eotBider the views 
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deliberations of the group could have 
covered relevant aspects of our situation 
like the c ons e qu en ce s of political control of 
die state by contending elite groups and 
characteristics of the enormously expanding 
bureaucracy as a change agent. To be sure, 
the papers do contain occasional references 
to vested interests and political factors but 
a p pare nt ly the group believes that a deter¬ 
mined state can always find ways to shoo 
them away. 

The group should have also considered 
another puzzle where, again, the presence 
of social scientist* other than economist! 
could have been of help While the group 
is alarmed shout the decline in agricultural 
investments during the 1980s. an unexpected 
hun in Indian agriculture during this decade 
hat been sharp increases in oilseeds 
production in states like Madhya Pradesh 
and Rajasthan and remarkable growth in the 
production of rice in the ‘serai-feudalist*:' 
areas in eastern India. Was tins growth more 
market-driven than state-supported? Stale 
interventions at tile grass roots level are 
known to be weak m tliese areas Again, how 
is it dial while areas under coarse cereals are 
decreasing, the yields of these crops are 
increasing over ume? Answers to these 
puzzles would be quite relevant when 
considering the agricultural policies for the 
liberalisation phase 

It must be mentioned that there is much 
in the book winch is of use and relevance. 
Particularly important is me group’s warning 
against too hasty a plunge in the shark- 
infested international waters. What is 
surprising is that while there is detailed 
discussion of individual policies the group 
did not consider it necessary to examine the 
policy-making processes and the constraints 
on development policies existing within the 
government and m the society at large. Such 
an examination is essential when the policy¬ 
maker himself is changing the policy 
paradigm from planning u> liberal imooq. 
Possibly, the group allowed itself to he 
excessively swayed by the stereotypes of 
'good' government vs 'had' markets as 
some others economise on hand thinking 
by relying on the reverse - and more 
sinister - stereotypes of 'good' market vs 
•bad' government. It is also possible tint tiej 
group with many distinguished msben 
who have made rich coeash u bo w to poticy- 
mafctag in the pest could not hrepdwr 
drinking tufflcfeaiiy above footing* of 
Kd pride mooned mth dm 

ukee some unfit tlep* t*%*<4* 
the policy tn^kitiQM of 
KtomMntxm. they iocvrId tiw tensed the 
pe* Imp for 

fwitnf expected of them* 
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I am otaaaad to moort on batwM of Mw Boaid Mwt vow Comoanv 
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and underpin oommarciai <tocttont. Tha poicy changoa am Mng 
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THESE four volumes are a very substantial 
contribution to the study of four important 
countries of South Asia. One hopes that 
similar studies will be published on the 
other members of SAARC, India and the 
Maldives. Of the four countries covered by 
these studies, three were under British rule 
and are heirs to British jurisprudence and 
Mriiamcniary system. But, like India, all 
are, in varying degrees, fractured polities. 

The gulf between the ruling party and 
the opposition is so wide as to invest the 
mlitica) contest with the rancour of civil 
war. In India it began in 1969 with Indira 
3andhi' s bid for personal power and lasted 
till 1989 when Rajiv Gandhi lost power. 
Butin 1990the B JP threw down the gauntlet 
and claimed to be a political party different 
from all others. 

In Pakistan Zulfiqar Ali Bhutto followed 
the same disastrous course in 1974 with 
ris drive for total power. Benazir Bhutto 
emulates his example. In Bangladesh 
iheikh Mujibur R eh man's Baksal put the 
rountry on the same path. There is no 
fialoguc between Khalida Zia and Hasina 
Wgjed. The Nepali Congress fell because 
if a deep rift between G P Koirala and the 
tarty supremo Ganesh Man Singh. Both 
iirimavo Bandaranaike and Jayawardene 
idopted authoritarian policies and imposed 
m Sri Lanka constitutions tailored to suit 
teir requirements. One must hope that 
Shaodrika Kumaratunga breaks from the 
nst and succeeds in forging a national 
aosensus not only on the new constitution 
ot oo the basics of domestic and foreign 
oHdes. 

The consequences of such deep fractures 
ave been disastrous, especially oo the 
vil service, the judiciary, the media and 
ven academia. As Balfour wrote in his 
otroductioe-itselfactassic-toBafehot’i 
assk The English Constitution, if the 
divisions tend to be either too numerous 
■ too profound, the successful working of 
ritish institutions may be difficult or 
■ pos sible ", it is not so much the mutti- 
fehy of political parties ts the depth of 
•cir differences which matters: “Let the 
olitical parties be reduced to two 


for cabinet government), but let the chum 
dividing them be iu profound that a change 
of administration would in fact he a 
revolution disguised under a constitutional 
procedure: Does not this illustration... show 
how delicate is the political machinery 
whose smooth working we usually take u 
matter of course?” (emphasis added). 

These volumes show that, despite it all, 
there is ground for hope. All Che countries 
they cover have shown considerable 
resilience. As V A Pai Panandiker, director 
of the Centre for Policy Research, which 
has sponsored these studies, writes in a 
Preface: “The study of governance 
problems is, in essence, a search of ways 
and means of managing the affairs of the 
state, taking into account the obstacles 
inherent in changes taking place in south 
Asian countries ” None of the writers of 
these studtes glosses over the obstacles. 
Each succinctly traces the country's 
political evolution since iu independence. 
Each has an adequate bibliography. 

The study on Sri Lanka is edited by the 
doyen of the country's historians. K M de 
Silva, executive director of the International 
Centre for Ethnic Studies. His essays deal 
with politics, including poiitksof language 
and religion, the political system and 
security and foreign policies, while his 
colleague at the ICES, Radhika 
Coomareswamy, writes on the constitution 
and constitutional reform. G H Fciris writes 
on the evolution of the modern political 
economy. De Silva’s Conclusion kniu the 
essays together. 

De Silva is right when he writes that 
“Sri Lanka shares with India the 
distinction, among the post-colonial stales 
of south Asia, of susuimag a d em o crati c 
political system throughout die four decades 
and more of huleeende&ce” However, 
while Sri Lanka has evolved a functioning 
party system and seen many a governm en t 
of one party replaced by another by dm 
electorate. India baa failed dismally to 
evolve any party system at the n a ti on a l 
level with a party h> the oppo sitio n ready 
to takn power from the p o v s re ment of the 
day should the eiectortte so decide. The 
-armttM otaatrisUili 


ia 1977 and 1919, were due to exceptional 
circumstances. In each case the winning 
coalition which ousted the Congress Ml 
•pert before long. Now. the Congress itself 
is coining spart. 

Sri Lanka faces two daunting tasks today, 
constitutional renewal on the basis of 
national consensus and the peace process. 
It has suffered a lot because of iu own 
lapses and India's: 

Post-colonial Sri Laaka has had iu baptism 
by fire. Inherited institutions, taken far 
granted, were Initially thrown aside for 
mere narrow political and developmental 
needs. This degrading of autonomous 
institutions, whether in the state or civil 
society led to a profound crisis by the late 
1980s. But the crisis itself has created iu 
own consciousness and opportunities. 
There is a realisation in an acceptance of 
the sanctity and autonomy of important 
government and non-government 
institutions. The experiences of the pest 
few decades have only reemphasised the 
need for the protection of institutions and 
this new consciousness comes out of s 
lived experience and not as a theoretical 
imposition from the west. There is s 
growing acceptance among a wide circle 
of people that without institution building 
neither pluralism nor democracy will 
thrive or grow. Although there remain 
counter-tendencies represented in a strong 
executive president and populist nationalist 
ideology discussed in earlier chapters of 
this book, there is. for the Tint time since 
the early years of independence, s felt 
need for policies end strategics which 
will strengthen and protect nations! 
institutions. 

India hat a lot to learn from this proems. 

Rehtnan Sobhan, an economist of inter¬ 
national .repute,, is known for his incisive 
analyses. Bangladesh owes iu birth to the 
failure of democracy in Pakistan and all 
that it implies; especially rejection of the 
concept of power-sharing, aa the author 
demonstrates with a wealth of 
documentation. The study is particularly 
strong oo the political Impact of economic 
policies. 

It revolves around the iasuea of 
democracy, the role of the state and the 
private sector in development, and the 
perpetuation of external dap a n den ce for 
suauinlng development. Several of 
Sobhan’t laments would remind an Indian 
of tut m mmm ~ wo ponow 

compulsions' of landers * tha top; decline 
In a c ad emia; pro fes s i o n nl ixi ou of studeni 
politics; ‘dm dagenantlee of the schools', 
and dm devaluation of the proMwionsI 
classes. 

There isdire need foranaboualoonenntt 

ia the task of renewal: 

Th a entreat leaderships hi hath dm rah»i 
andfrtedptfappeahte's pasties here *0w* 


little lo dh w l oo to lodoet new Wood into 
tbrir pnfltoe Or to reconstruct the political 
cuhare of their parties, The perspective of 
die two leader* to govenuace if not with¬ 
out importance tiace both leaden function 
ae arbiter! of the direction of their parties. 
Thi» weakness of inner party democracy 
in the principal democratic parties remains 
one of the more serious constraints to con- 
aotidatiag a democratic culture and build¬ 
ing a national political consensus The 
survival of absolutism in democratic pol¬ 
itics leads to the resurfacing of the ‘pres¬ 
idential’ culture where a strong chief 
executive finds it more convenient to 
operate with the support of coterie of civil 
servants or personally loyal political as¬ 
sociates. If for any reason these leaders' 
own capacity for changing the direction 
and style of governance is weak then 
immobilism sets in both in the government 
and in parliament. If these two strong 
personalities remain mutually antagonistic 
then the absence of democracy within the 
parties moans that the search for a national 
consensus is likely to be frustrated. 

The present stand-off between the govern¬ 
ment and the opposition in Bangladesh 
bodes ill for the future. 

It is strikingly similar to Pakistan's 
travails. Mushahid Hussain, a well known 
journalist who became adviser to Nawaz 
Sharif, and Akmal Hussain, a specialist 
in development policy research, ably 
describe (he interaction among the army, 
the bureaucracy and politicians. Lively 
pea portraits of some of the dramatis 
personal, written obviously by Mushahid 
Hussain, add to readability. The external 
factor is not neglected, especially 
America's involvement in Pakistan's 
domestic affairs. 

Lok Rttf Baral’i study traces the rise and 
demise of the party less regime led by the 
king and its replacement by the present 
parliamentary system and also covers the 
external factor, particularly the issue of the 
lado-Ncpali Treaty. Unfortunately, in 
Nepal discussion of vital issues of foreign 
poUcykaabecomehighiypoliticised Btral 
describes the lack of concent for building 
the parliamentary system on the part of all 
the maior pa rties. 

It is • measure of the author s acute 
p er c e ption that well before the list general 
election which brought the Nepali 
Coaowniat Party (UML) to power, he 
summed tip die situation in these words: 

Time factors mam to be domiaatiag the 
power slits of Nspal. First, the aewly 
elected ministers, iacludiag the prime 
miaiater, are trill grsppilsg with the 
prntlami of governance, especially about 

how to ledOBi dm economic burden of the 

people t h r oug h short-term 


. b meats 

rirerrinn bagfrwei igaiflcaatiy precipitated 
by tfm taw piny conflicts, especially 


between the pryue minister sad bis two 
senior colleagues. Oanesh Mas Singh and 
K P Bhattarai. The differences seem to 
centre on the question of distribution of 
posts in the government Second, both the 
government sod the opposition have yet 
to overcome their fear tost the royalist 
forces sre aot only powerful but 
siso actively working for reversing the 
political process. In their view the palace 
is a powerful force that needs to be properly 
balanced,though prims minister Koirala 
says that king Bircndra. having bcea 
transformed into a constitutions! monarch 
in accordance with toe constitution, is co¬ 
operative. 

Finally, the interventionist roles of inter¬ 
national institutions and foreign govern¬ 
ments are being debated openly within the 
government and outside. Decisions con¬ 


cerning the reorganisation of civil ser¬ 
vants and toe priority to be given to some 
projects were said to have been influenced 
by outside agencies and governments. Such 
interference places a strain on governmen¬ 
tal capacities, adding seven) structural 
perversions tost contribute to recurring 
crises of goveraabtlity. The rationale 
behind toe dismissal of a large number of 
civil servanu in 1991 is not yet known. 
It was. however, believed tost toe World 
Bank wanted to streamline toe Nepali 
administration by reducing their numbers 
because of toe manner in which they had 
been appointed. 

No student of South Asian affairs can 
ignore these volumes. Many of the insights 
they provide help one better to understand 
the Indian situation. 
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Literacy Campaigns in Maharashtra and Goa 

Issues, Trends and Direction 

Denzil SakUnha 

This paper analyses the literacy campaigns initiated in selected districts of Maharashtra and in Goa between 1990 
and 1992. based on detailed evaluation studies. The campaigns continue, as also new ones. The objective is to identify 
• critical issues, to discern trends emerging from the data and to suggest directions that such campaigns might take. 


Introduction 

LITERACY campaigns in Maharashtra have 
followed on the heels of the 'intensive area 
approach To the adult education centres of 
the earlier National Adult Education 
Programme which was initiated in 1978. In 
1988. the adult education centres throughout 
the districts within the state were drawn 
together in a couple of talukas in each district 
in an attempt to address the problem of 
illiteracy in a concentrated manner. In 1990. 
following the experience of the literacy 
campaigns in Emakuiam. Kottayam and 
Kerala, literacy campaigns were initiated in 
Sindhudurg and Wardha districts in 
Maharaihtraas also in a few selected districts 
within other stales of the country. 1 Three 
other campaigns in Maharashtra followed: 
Latur in 1991 and Ratnagin and Nanded in 
1992. The Goa literacy campaign started 
later in 1992. 

The analysis in this article is based on a 
consolidationofmy earlierevahiatton studies 
of die literacy campaigns in the above 
mentioned regions. 1 The attempt here is to 
identify critical issues, toelahorate the trends 
emerging from the data and to suggest the 
likely directions that (he massi ve effort which 
are literacy campaigns might take within the 
given politico-economic configuration. A 
comparative approach has been adopted to 
analyse the selected districts within 
Maharashtra and between Maharashtra and 
Goa. Comparisons, especially when one is 
considering a human enterprise like literacy 
campaigns, are odious. However, the 
distinctive identities of various campaigns 
when teen hi a comparative perspective 
provide useful indicators Given the large 
coverage and the comparative lcope bet ween 
districts and the two stales, the exercise also 
might be relevant tootherliteracy campaigns 
in the country. 

My earlier evaluation studies had 
distinctive features, some of which might be 
mentioned. The Sindhudurg evaluation 
(SaManha 1992a] highfighted individual 
vohmtarisa emerging from outside die 
organised voluntary sector, which we* 
fn * the mimosa of literacy. The 


campaign organisation based on the 
implementation in the district. The Wardha 
study (1992b) presented a comparative 
analysis of this and the earlier campaign, 
drawing out issues for policy and planning. 
The study also drew attention to the dual 
approach of this campaign: strengthening 
primary education and introducing non- 
forma! education for the age group 6-14 and 
adult literacy for those aged 15-33; thus 
attempting to address the problemof illiteracy 
at the level of relevant age cohorts. Attention 
to adult illiteracy was consequently not at 
the cost of neglect of potential neo-illiteracy 
generated through the inadequacies of the 
primary education system The report on 
Latur (1992c. 1993c) highlighted (he 
environment building programmes with 
voluntary organisation involvement, and the 
capacity to reach out to a cross section of 
communities despite the odds ot a staggered 
initiation of teaching-teaming in a region of 
uneven underdevelopment. The Nanded 
district campaign! I992d. 1994b) was marked 
by a high degree of social mobilisation, (he 
involvement of voluntary organisations in 
creating an environment for literacy, and 
innovative supplementary instructional 
materials. Communication aspects and 
organisational implications of environment 
building - creating a culture amenable to 
literacy - within different campaigns have 
been discussed earlier fSaldanha 1993a). 
The Ratnagin district campaign (1994c) was 
able to invqive a cross-section of voluntary 
organisations in creating an environment for 
literacy and evolved an innovative 
combination of training and monitoring 
systems. The reports on the Goa literacy 
campaign (1994a) and on the literacy drive 
in the metropolis of Bombay by the 
Committee of Resource Organisations 
(CORO) (1993b). drew attention to the 
problems of confronting residual illiteracy 
» regions of high urbanisation. The literacy 
drive of CORO was marked by major 
involvement of activists from local 
communities. 

The selection of the dtetricu/tfaies for 
evaiMMM was based m ihe fact that they 
were some of the earliest regions to imitate 
and to cowp^tete the literacy phai^- of ^hesr 


one considers selected indicators relating to 
population and literacy within acorn pa rati ve 
perspective, as in Table I. Goa. Bombay and 
Sindhudurg along the Konkan coast, together 
with Wardha in the north-eastern Vidharba 
region of Maharashtra are clearly areas of 
high literacy according to the 1991 census. 
The literacy rates range from 82.5 per cent 
in Bombay to 69.9 percent in Wardha. With 
the exception of Sindhudurg district - which, 
however, has a close connection to the uiban 
areas of Goa through commuting and 
seasonal migration - lying to the north of 
Goa. these regions arc also ones of 
comparatively greater urbanisation. 
Bombay-100 per cent. Goa-41 per cent and 
Wardha-26.9 per cent. These indicators arc 
in contrast to those of Ratnagin district lying 
north ofSindhudurgandofLalurand Nanded 
districts in the semi-and and comparatively 
underdeveloped region of Marathawada. 
where literacy rates range from 62.7 to 48.2 
per cent. The latter districts also have lower 
degrees of urbanisation with greater 
concentrations of scheduled castes with low 
literacy rates according to the 1981 census, 
the exception being Ratnagin district. 

The indicators of depressed literacy rates, 
generally lower degrees of urbanisation and 
higher proportions of scheduled castes are 
relevant, especially when one finds, as in (he 
subsequent tables, that these latter districts 
were also the better performing ones* with 
respect loliiency outcomes In their respective 
campaigns. Sections of society traditionally 
deprived of formal education within these 
districts appeared to have responded better 
to the campaign approach than those in the 
former districts, generally more urbanised 
and having to address the problemof rest dual 
illiteracy. 

An analysis of the growth of literacy rates 
in the different regions suggests that literacy 
was a preserve of a select few well into the 
20th century. For example, the literacy rate 
in M a hara s htra. which was 4.6 per cant m 
W0I. rose only fc>2M percent around the 
time of in dependence in 1951. The fender 
disparities in literacy rates are in evidence 
throughout ail die aeiactsd dMrtetstaates 

and are even sharper in foe Iota btcncy rate 

districts. Fost-imfepeedoce primary 
efforts have had some Impact on 




ttoJHeracywtMrtottit wen fromthe spun 
inifeeracy rales after 1961 in the Maharashtra 
selected dittrim and after 1971 iitiGoa. 

n 

Methodology 

The general methodological approach 
adopted in these evaluation studies has been 
discussed in detail in the repots on the 
Sindhudurg and Ward ha literacy campaigns 
(Saldanha 1992a. 1992b]. The essential 
features were a participatory approach with 
an attention to both the literacy campaign 
process and its impact, in social and literacy 
terms. Group discussions at identified levels 
of villages/wards. talukas and districts; 
interviews; testing the literacy outcomes of 
the learners in groups; and observations, 
secondary data analysis and meetings with 
informed observers/participants. constituted 
the sources and methods of data collection. 

The final evaluation studies of the selected 
regions were conducted during the following 
period Sindhudurg, September 21 to October 
5. 1991; Wardha. January 10 to 26. 1992; 
Latur. May 7 to 24. 1993: Nandcd. July 31 
to August 21. 1993; Goa. October 16 to 29. 
1993; and Ratnagin. December 23. 1993 to 
January 7.1994 The field trips for the final 
study of the campaigns extended trom laic 
1991 to early 1994. over different periods 
of lime. The final spells of field data 
collection relating to the literacy phase of 
the campaigns were preceded by several 
meetings with officials and other organisers 
of the literacy campaign lo understand the 
process and status of these campaigns through 
the use of secondary data, discussions and 
brief field visits. Preliminary computer 
printouts of the evaluation results as 
processed in the field were explained and 
handed over to the organisers immediately 
aftei the final field tnp. Extended reports 
were presented at a later stage and arc listed 
in the references. Feedback was pnutJcd at 
different limes to the district organisers and 
the state departments of education through 
correspondence and meetings. 

The study of the literacy dnve undertaken 
by CORO - a formation of voluntary activists 
with an organisational base in the slum 
communities of M ward ol Bombay city - 
from 1989 to 1993 foHoweda more intensive 
and participatory character The study was 
conducted in a staggered pattern according 
to the progress ol the literacy drive and my 
commitments to the rural literacy campaign 
districts. The estimations of literacy 
outcomes of the CORO effort in some of 
the subsequent tables arc based on a rapid 
appraisal conducted in December 1990. an 
extensive survey in April 1991 , an intensive 
survey in one model area, Rahul Nagar. in 
November 1992. and the concluding rapid 
appraisal ofaHthe areas of CORO activities 
m January *993- The CORO literacy dnve 


has in common with the other literacy 
campaigns the aspects of social mobilisation 
and spirit of voluntarism, but differs in that 
it was a voluntary organisational effort in 
an urban metropolis, relying mainly on 
literacy activists drawn from local 
communities with some support from 
individuals from educational institutions, 
and with little or no coordination with the 
official educational machinery. The CORO 
effort, despite its shortcomings in regard to 
adequate literacy outcomes, has been a major 
contributor to creating a climate for literacy 


and basic education in the city, which hat 
emerged as the SAHAS literacy campaign 
and the PRATHAM primary education 
initiative for Bombay, 

The surveys for the finale valuation studies 
of the literacy campaign dittricuA ate 
covered a randomly selected sample of 
gram panchayatsfrevenue villages in the 
rural areas of the selected districti/iute. 
stratified by their respective talukas. The 
targeted samples were 10 per cent in 
Sindhudurg, Wardha md Goa and had lobe 
toned down to 7 per cent in Latur. Nanded 
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Goa stak 

41 0 

816 

67 i 

721 

80 1 

75 5 

16 IS 

28 55 65 04 

6360 

200 OJW 

Bombay 

100 

87 9 

78 8 

* 

82.5 

82.5 

50 56 

49.00 69 29 

68.18 

4.84 1.02 

Sindhudurg 

77 

862 

66.9 

74 8 

878 

75.8 

34 99 

21.97 5616 

55 06 

411 O.M 

Wardha 

26.9 

78.1 

61 0 

65J 

82 3 

699 

35 50 

22.29 54.55 

51.05 

3.93 15.35 

Latur 

20,J 

70.4 

.19.7 

51.6 

70 9 

55 6 

24 40 

23.90 .17 40 

1491 

16.38 ITS 

Ratnagin 

9 1 

766 

51.6 

60.6 

8.19 

62 7 

45 90 

8.06 44.56 

43.87 

1.09 1.94 

Nanded 

Maharashtra 

22.1 

64.4 

.10 9 

42.5 

68 0 

48 2 

20.00 

20 50 32.38 

29 78 

11.30 10.19 

Male 

19 5 76 56 

52.12 

55 52 

79 20 

648 

15 55 

22 29 50 90 

47 18 

714 9.19 


Nfir The literac > rales few 1981 are crude literacy rales for the population live and above For 1991 

the literacy rales are for the population seven years and above 
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New Delhi 
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(It 

Wards/MC 

<2> 

Warih/MC 

Ml 

Male 

(4l 
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<5| 

Total 

(6) 

Mate 

(7) 

Fcwlc 

Total 

(91 

Goa 

179 

19 

1.997 

4.972 

6.969 

176 

1.660 

1036 

Maharashtra 

♦ I'MC 

♦ 2MC 

(28 7) 

(713) 

(KIOO) 

< IK Its 

Ml 4) 

(292) 

Sindhudurg 414 

♦ IMC 

42 
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(17 7) 

3.422 
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♦6MC 

♦ IMC 

(18.8) 

161.2) 
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(864) 
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722 

50 

3.017 

6506 

9.541 

2.488 

4.91! 
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Ml 8) 

168 2) 
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(SI 4) 

OS Si 

17784 
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1.510 
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10.317 

(1601 

1.816 

♦ 029 

16865 
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+4 wards 
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18)9) 

(100.0) 
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<87 S) 
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1,794 
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II.550 

18.380 
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14533 
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♦60 wards +27 wards 

1.18.6) 

(61 4) 

0000) 

<91 4) 
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5,269 
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16607 

32 787 
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(It 8) 
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(•Oil 

(82* 
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and Ratnagiri for reasons of feasibility, given 
(he large coverage of the latter district 
campaigns, in addition, waids/municipai 
( councils were randomly selected in the 
districts/state, as shown in Table 2. 

Table 2 presents the distribution of the 
adult learners by sex who were enrolled and 
tested in the sample villages, wards and 
municipal councilsfMC) of Goa and the 
selected districts of Maharashtra. A 10 per 
cent random sample of campaign villages 
stratified by the talukas of the state of Goa 
resulted in a coverage of 19 gram panchayat 
villages. Two municipal councils were 
randomly selected, one each from the north 
and south districts of the slate. In all 2.036 
learners were tested. The target for 
evaluation was all the 6,969 learners in the 
10 per cent randomly sampled villages and 
MCs. Despite our best efforts and repeated 
attempts to get a wider coverage, the actual 
29.2 per cent coverage of all the targeted 
enrolled learners in the sample units may be 
attributed to the inadequate participation of 
the learners in the campaign at the time of 
our field work. However, given the random 
stratified sampling procedure and the 
weighted estimates that were adopted, the 
actual coverage of the learners in the 
evaluation in Goa forms an adequate basis 
for arriving at generalisations for the state. 

In the selected five distrietsof Maharashtra 
a total sample of 404 village*, two municipal 
councils and. in addition. 31 wards were 
covered. The percentage samples of 
campaign organisational units ranged from 
10 to 7 per cent, as mentioned above. In 
contrast to Goa. an extensive coverage and 
testing of 49394 learners was attained in 
Maharashtra. These formed 82.3 per cert of 
the 60325 targeted learners in the sampled 
units. One has personally had the opportunity 
of visiting at least 40 per cent of the above 
mentioned campaign units, with extensive 
field trip* to all the selected regions. 

The literacy tests were conducted in the 
mqjorteognagrs/icripts of instruction, which 
were Marathi. Hindi, Urdu. Konkani 
Dev na g m and Konkani Roman in Goa. The 
tests that were used were several versions 
of equal standard of difficulty, based on the 
ones prepared by the State Resource Centre 
for Aduk and Non-Forma! Education, Pune, 
and the State Institute for Adult Education. 
A ur an ga bad. The tests for Latur, Handed, 
Rataggiri and Goa were according to the 
model suggested by the Dave Committee 
and approved by the National Literacy 
Mission (Directorate of Adult Edu c ation 
' 1992] in August 1992. The evaluations for 
the Bombay city CORO literacy drrve and 
for Sfodhodurg and Wanfha were conducted 
prior to the release of the Dave Committee 
report and hence used a different set of teats 
with slightly different scoring cut-off points 
to det e r m in e a c h i evem ent of adequate 
- — » i Hm i m r ifc*taMte*in ttUiarticle 


relating to the performance of the earlier 
areas have been reprocessed by applying 
the Dave Committee norms to the scores 
attained by the teamen. The data relating 
to the literacy outcomes of the teamen are 
thus comparable across all the selected 
regions. 

Apart from intfividually interviewing and 
testing the learning outcomes among die 
adult teamen in groups in each of the sample 
villages and wards/munidpal councils, a 
group discussion was conducted in each of 
these campaign units with the organisers, 
instructors and some of the learners. These 
group discussions were also held with 
officials, full timers and other literacy 
activists at the level of the tahika and with 
members of the executive committees of the 
district/state literacy campaigns, in separate 
meetings. The group discussions served to 
recon struct the campaign process in a vivid 
manner, enabled the participants to critically 
/evaluate their experiences within a 
participatory methodological approach, and 
provided a detailed description of the 
campaigns. In addition, secondary data were 
collected from each of the sampled villages, 
wards/municipal councils and at the level of 
the districts/state. 

The analysis contained in this study 
covers a wide comparative scenario of five 
district literacy campaigns and a literacy 


drive in the metrop o lis of one state. 
Maharashtra, and the neighbouring state of 
Goa with its two districts. The imKcaton, 
based on what isperhapa the widest available 
consolidated coverage ofliteracy campaigns 
utilising a broadly common methodological 
approach, should be relevant for policy 
formulation In other regions as well. As 
discussed above, the study covers a wide 
range of regional variations with s diversity 
of socio-economic contextual factors, 
educational infrastructures, and existing 
literacy rates; with resulting distinctive 
approaches to literacy campaigns. 

Literacy campaigns are located in a 
historical context and are built into 
contemporary situations. The selected 
literacy campaigns in Maharashtra, white 
drawing inspiration from earlier social 
reform movements, especially among dalita 
and more recent efforts at mass literacy, 
lacked the intensive involvement of trade 
unions, peasant associations and voluntary 
organisations with their cadres of activists, 
as for example in Kerala and West Bengal. 
The political economy of Maharashtra is, at 
the same time, by and large different from 
that faced by literacy campaigns in semi- 
feudal' regions of the country such as in 
pans of Rajasthan. Uttar Pradesh, Bihar and 
Andhra Pradesh. The midway position of 
Maharashtra could thus provide a useful 


Table 3: DrrnmmnoN or Sampled Lcabncks av Sa 
M AHAEASHTBA (SOJCTED DtSTWCTS) ANoOOA 


Learner 

Sex 

(1) 



Maharashtra 



Go* 

(8) 

Sindhudurg 

(2) 

Wwdha 

(3) 

Lanr 

(4) 

Ratnagiri 

(5) 

Nanded 

(6) 

Total 

(7) 

Male 

465 

1261 

2.488 

1.836 

10.557 

16.607 

376 


<16.8) 

(38.5) 

(33.6) 

(16.9) 

(42.1) 

(33.6> 

08.5) 

Female 

2,296 

2.016 

4,913 

9.029 

14333 

32787 

>360 


(832) 

(61.5) 

(66.4) 

(83.1) 

(57.9) 

(66.4) 

(813) 

Total 

2,761 

3277 

7,40! 

10.865 

25.090 

49394 

2036 


(1000) 

(100.0) 

(100.0) 

(100.0) 

(100.0) 

(100.0) 

000.0) 


(56) 

(6.6) 

(15.0) 

(220) 

(30.8) 

(100.0) 



Table 4: DunuatmcM or Sampled Lkabnsbs by Ctmnmrrr 
M ahabashtba (ScucTB) Dwnucrs) ado Ooa 


Learner 

Community 

0) 



--- 



(ten 

(!) 

Tin A.iili.rn 

(2) 

Ward* 

<3) 

Later 

(4) 

Ratnagiri 

(5) 

i 

(6) 

Total 

(7) 

SC. ST. NT 

344 

1309 

2840 
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133*8 

1*3*4 
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023) 

(46.0) 

(38A) 

(4.6) 

(33.4) 

(370) 

(17) 

Neo-Buddhist 

149 

267 

162 

1239 

1.467 

32*4 

IS 


(5.4) 

(It) 

(22) 

014) 

<S.*| 

(6.6) 

(0.7) 

OBC 

519 

1310 

641 

7211 

2107 

JI.7S* 

502 


Ol-f) 

(40.0) 

(17) 

(66.4) 

(8.4) 

<21*> 

(84.7) 

Odirti tapper 

1.749 

114 

2*79 

1.463 

6.402 

12609 

1225 

Cmmt mum 

(633) 

(33) 

(38.9) 

035) 

(25.5) 

(23.5) 

(503) 

MwUm 

A. 

77 

>79 
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1,726 

2131 

63 
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01-9) 
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(111 

Christian 

* 

- 


- 

- 
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Mm of what to expect from literacy 
caeyalgne at tin na t io n al level. 

The limitations of tbeee evaluation nudiex, 
dospito tbetr pccticipitocy ippfQ^di^ src 
similar to the constraints faced by moat 
‘external' evaJustions, For reasons of 
feasibility the studies were forced to rely on 
baseline data relating to illiteracy and 
enrotment that were drawn from the census 
surveys conducted by the organ ise rs of the 
campaign*. These were at times inadequate 
and much time was spent on rectifying the 
errors in order to arrive at an accurate frame 
of reference. There were several inbuilt 
mechsnisms of a non-threatening nature to 
check the identity of the learners in the 
sampled units: checking the attendance 
registers and other primary data at 
decentralised levels; personal interviews 
with each of the learners to elicit information 
(dating to socio-economic background, the 
mstmeton and the (caching-learningprocess; 
random visits to households: and the ‘public’ 
nature of testing in groups in the view of 
organisers and observers in the villages, 
followed by group discussions. It is possible 
that despite these efforts at verification some 
falsification by over-enthusiastic local 
organisers coaid have crept in. However. I 
am confident that this isnegligible. A literacy 
campaign is a voluntary human effort towards 
an ennobling objective. I am sure that the 
appeal of the external evaluations to (he need 
for honesty and accuracy in the literacy 
effort, rather than the creation of an 
atmosphere of sutpicion and overt pressure, 
ultimately paid off *n terms of relevant data 
with a high degree of validity. 

Ill 

Learners, Instructors and 
Temchfaf-Learning Process 


The consolidated tables based on our 
samples in the selected districts of 
Maharashtra and Goa provide useful 
indicators regarding the teamen in the 
literacy campaigns, the instructors - a major 
voluntary fora-and the character of the 
teaching-learning process. It must be 
remem bran d that teamen and instructors 
constitute the gnat roots level mobitisatkmal 
impact of die literacy campaigns. 

Table 3 wi|giati that at many as 664 pet 
cent of dm toman in the selected districts 
of Maharashtra wet* female. In Goa females 

constituted an even ttigher 11.3 per cent of 
the teamen. In ragfoas of high literacy rate 
«Kh as Ooa aad Siadhudurg the problem 
of illiteracy is primarily one of resMal 
illiteracy among women, hence the higher 
percentage ef enrolment of female teamen. 
There is a comparatively greater coverage 
of mates la ditirirti where the literacy rate 

••M, e«h mNtteded The low coverage 
mates te fTmig'-' district one of the 
lower Htettcy *sa district*, might be 


explained by the sMioflai migration of men. 

both Htc f Mo md tftkeme. to Bonfatv, 

wv*#i svesamms mas Mssmai^aii vw sawsrarwr * 

The distribution ofthe sample lewnen by 
their communities is presented in Table 4. 
TheSC, STsnd NT. together 37.6 per cent, 
formed the largest single group of persons 
participating in the campaign as tewnen 
within the selected districts of Maharashtra. 
Higher concentra ti ons of teamen from these 
communities were found in the districts of 
Vidharba and Marathwada regions, i e, 
Wardha, Latur and Nanded. Other major 
groups were the OBCs (23.9 per cent), a 
major concentration in Ratnagiri district, 
and the category of ‘others’ which includes 
the upper caste Hindus (25.3 per cent) who 
were predominantly enrolled in Sinttoodurg. 
In Goa about SO per cent of the teamen 
belonged to the category of others/upper 
caste Hindus and 15.5 per cent to the minority 
community of Christians and 24.7 per cent 
to the OBCs. 

One sees that as many as 68 per cent of 
the teamen belonged to the weaker sections 
of society and about 6 per cent to the minority 
community of Muslims in Maharashtra. A 


rngjor objective of literacy campaigns, that 
of reaching out to the sections most tn need 
of literacy and e du ca tional advancement, 
might thus be said to have been achieved. 

Table 5 presents the distribution of the 
sampled teamen by their man occupation . 
Agricultural la bourer * formed 47.6 per cent 
of the teamen in Maharashtra, with major 
enrol menu of this category in Wantea and 
Nanded districts. Agricultural labourer* 
formed 36.1 per cent in Goa. Other mqjor 
occupational categories were cultivators 
(26.5 and 9.7 per cent>andhouiewives(l7.4 
and 37.8 per cent), respectively, in the 
Maharashtra districts aid Goa. A noteworthy 
feature was the low enrolment of the 
permanently and causally employed, 
especially in the towns. For the tower 
proportion of illiterates among the former, 
gainful employment ironically provided teas 
timeand low motivation for literacy Seasonal 
migration and the insecurity of the daily 
quest for employment in (he informal sector, 
for the latter, left them little time and energy 
for night classes. The employed, whether 
permanently or casually, were generally 


Taile 5: Dstiusution or Samtleo Uainbu sy Thb* Mam Occvr * no / r . 
M AHAaASuntA (Sclk-tsd Dunum) and Goa 


Learner 

Occupation 

(1) 


Maharashtra 


Goa 

(7) 

Wardha 

(2) 

Latur 

(3) 

Rabufiri 

(4) 

Nanded 

(5) 

Total 

(6? 

Cold valor 

248 

1.095 

6.340 

4.661 

12344 

198 


(7 6) 

(14.8) 

(58.4) 

III*) 

(36.5) 

(97) 

Agricultural labourer 

2.676 

3.612 

2.450 

13.464 

22,202 

7J6 


(81.7) 

(48.8) 

(22.5) 

(53.7) 

147.6) 

(361) 

Self employed 

51 

232 

76 

497 

856 

68 


(16) 

(3 1) 

(0.7) 

(20) 

(1.8) 

(35) 

Housewife 

201 

1.831 

1.372 

4.691 

8.095 

770 


(6.1) 

(25.7) 

(12.6) 

(18 7) 

(17.4) 

(37.8) 

Permanent employed 

20 

19 

25 

HI 

175 

11 


(0.6) 

(03) 

(0.2) 

(04) 

(04) 

(05) 

Casual employed 

7 

434 

212 

913 

1.566 

136 


(0,2) 

(5.9) 

(2.0) 

(36) 

(34) 

(64) 

Fishing 

- 

- 

365 

- 

365 

57 


- 

- 

(3.4) 

- 

(04) 

(24) 

Other 

74 

178 

25 

753 

1.0.30 

70 


(13) 

(24) 

(0.2) 

(3.0) 

(2 2) 

(34) 

Total 

3,277 

7.401 

10,865 

25.090 

46.633 

2036 


(100.0) 

(100.0) 

(100.0) 

(1000) 

(100.0) 

(1000) 


(7.0) 

(15 9) 

(23.3) 

(5.38) 

(1000) 

3 

(IOOJO) 


Mur The selected districts in Maharashtra are SmAwhug. Wardha. Later. Ranagfci and NandnL 
However, the question of learner occupation was not covered in Saadhudwgdnlrici and it Is 
excluded from dm ubk 


T sacs 6: Dsnusunon or Sammjk Isamus by fmmvcma Star 
MAMAXAttfriA (Saarra Dwrasm) ami Goa 


Sex 

(1) 

StfMflmdMfj 

(2) 

Wndha 

(3) 

Larar 

(4) 

lUnaagui 

<S) 

fOMH 

(6* 

TW 

(7) 

(8) 

Mate 

1.203 

1,773 

3.618 

6509 

16.992 

16097 

707 


(43.6) 

(M2) 

(48.9) 

(39.9) 

#7.7) 

mm 

(347) 

Ffemte 

1558 

1502 

3.783 

4556 

KM 

19297 

152* 


(56.4) 

(454) 

(51.1) 

(40.1) 

(125) 

(39.1) 

(655) 

Total 

2.761 

3277 

7.401 

10.765 

25490 

49594 

2000 


(100.0} 

(HJOjO) 

(IOQjO) 

(I860} 

(KteOl 

(10601 

(10061 


(SO) 

(64) 

(ISO) 

gam 

(361) 

(1060) 
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male*. One has also obaerved that the statu* 
of‘male employed’m generally perceived 
as incompatible with the acknowledgement 
of illiteracy, thus contributing to lower 
enrolments of these sections in urban areas. 

The foregoing data would suggest that the 
literacy campaigns have been able to reach 
out to women, to the weaker sections, and 
the economically disadvantaged classes of 
society in a mayor way. It ts within these 
sections that gender, community and class 
work in a mutually rein forcing manner within 
larger politico-economic structures of 
deprivation While literacy initiatives are 
able to penetrate these structures, thanks to 
the mobilisation and 'he consensus for 
literacy that is built through the cultural 
programmes, in themselves they fail to 
change these structures unless accompanied 
by the organisation of the oppressed. Literacy 
and the process of achieving it through the 
campaign approach, can at best lay the basis 
for such organisations to emerge. 

That literate women and girl children have 
to some degree been able to break out of 
historically structured constraints and 
socialisation processes through literacy 
campaigns is demonstrated by the fact that 
almost 40 per cent of (he instructors in 
Maharashtra and 65.3 per cent in Goa were 
female, as shown in Table 6. In the latter 
state, the availability of more female 
instructors resulting from higher female 
literacy, and fewer social taboos that confine 
the role of women, explain their even greater 
participation The literacy campaigns thus 
have act ualised to a large ex tent their potential 
for the advancement of women, both literate 
and illiterate. 

School students, a sizeable proportion of 
whom were girl children, formed 36.5 per 
cent of the instructors in the selected 
districts of Maharashtra and 53.7 per cent 
in Goa. as seen in Table 7. These were 
primarily from the eighth, ninth and I Ith 
standards. The occupational category of 
‘other’ instructors (35.2 per cent in 
Maharashtra and 26.4 per cem in Goa) refers 
to literate adults in the local communities. 
This mayor category of instructors was 
comprised of cultivators, agricultural 
l a bourers, housewives, the self-employed, 
andthe permanently and casualty employed, 
in that order of proportionate importance. 

If one were to include the literate youth who 
were seeking employment (6.3 per cent in 
Maharashtra and ♦ per cent in Goa), one 
might cometothe conclusion that the literacy 
campaigns have stimulated a high degree of 
voluntarism among die literate adult within 
local communities, especially in rural areas. 

Irrespective of the success of the literacy 
campmg&v with respect tobteracy oMromes. 
it is dear that a long term gam wifi be the 
prominence given to education at 
decentralised levels and hi the agenda of 
-—- wimunriu derunmeths. The 


literacy campaigns have succeeded in 
creating a human resouree base of (tenons 
interested in the effective delivery of 
education at (he micro level. The mutual 
interactions between instructors tnd 
members of the village education/literacy 
committees have served to consolidate the 
latter. These committees have the potential 
lor serving as important instruments for 
the social accountability of the primary 
education system. The campaigns in 
Maharashtra have breathed life into these 
committees which otherwise lay by and 
large dormant. 



IfaJitoladtafrlim&Jpateii 
of the instructors in Maharashtra w 


teachers, mainly from primary educate 


Primary teachers served as memb ers of ' 
village educatkm/Ktency comm it tees at 
guided the instruction of the school chUdn 
at their places of residence. In Warriha at 
Rautagiri districts in Maharashtra and 
Goa. the primary teachers promine nt 
engaged in direct instruction of the Icaraai 
especially during the latter stage of 
teaching-learning phase of their re spe etr 
literacy campaigns. Given that they w 
generally teaching groups of learners.« 


Table 7: DnmtmmoN nr Samud Uainhi av Iiothktok Ocrmmrm: 
MAHAiAsmaA (ScurrcD Durum) andOoa 


Inslrocfor 



Maharaihlra 



Ooa 

Occupation 

(1) 

Sindhudurg 

(2) 

Wardha 

(3) 

Litre 

(4) 

Ratnagwi 

(5) 

Nanded 

(6) 

Total 

(7) 

<») 

Teacher 

.37 

433 

296 

6.833 

1.024 

8.643 

265 


f 1.3) 

(13.8) 

<40, 

(629) 

(4.1) 

117.5) 

(13.0) 

School sludciU 

1.038 

1.909 

3.319 

2.692 

9.081 

18.039 

1.094 


(37.6) 

(58.3) 

(44.8) 

(24.8) 

(36.2) 

(36.5) 

(53.7) 

University/col lege 

87 

- 

444 

25 

1.629 

2.185 

57 

student 

(3.2) 


(6.0) 

(0 2) 

(6.5) 

(4.4, 

(2.1) 

Literate seeking 

716 

483 

781 

17 

1.123 

3.120 

82 

employ meat 

(25.9) 

(14.7, 

(106) 

(02) 

(4.5, 

(6.3) 

(4.0) 

Other 

883 

432 

2.561 

1.29* 

12.233 

17.407 

538 


(32 0) 

113.2) 

134.6) 

(11.9) 

(48.8) 

(35.2) 

(26.4) 

Total 

2.761 

3.277 

7.401 

10.861 

25.090 

49.394 

2.036 


(100.0) 

(5.6) 

(100.0) 

(6.6) 

(100.0) 

(13.0) 

(100.0) 

(220) 

(100.0) 

(508) 

(100.0) 

(100.0) 

(100.0) 


Ntter. The occvp wio — I rawgti n rr of the uretrecior < m d rr the head 'other' include Hremt adu h s 
the rani co m ma airy, i e. cultivator*. agricultural la bo u re r s, housewife*. tcif-crepioye 
p e r manentl y and caeraMy empfayed. in that outer of impottmcc. 
SchooistwfeatsasuMUVcSonarepnmanly those studying in 8th to lOtfaMdsandlhoeeinlll 
12th stdr to a lesser extern. 

The percentage share of atstrection by teacher* is mflated by the fact dwt they were teachm 
groups of adult (earner* in ftamagm and Wardha district* and Goa stale. The teacher* took < 
the instruct too during the latter phase 


Table 8 DtsTwavnoN uf Samtleo Ixabhebs av Turn Community and that or Them R — c nv r 
Instbuctom: Mahajlajhtxa (SaLtrTm thmuen) 


Learner 


Community 

(1) 

SC. ST. NT 
<21 

Neo-Bttddhtst 

(3) 

OBC Others/Upper Hmda 

(4) (5) 

pvimii 

(6) 

Tota 
(71 

SC. ST. NT 

13.493 

380 

1667 

2.468 

236 

18.24 


(74.0) 

(21) 

(9,1) 

(135) 

(17) 

(loot 

(391 

Neo-Boddhttt 

319 

m 1.984 

.392 

773 

67 

3.13 


(10.2) 

(63 3) 

(I2J) 

(1(9) 

(21) 

(1000 

(67 

oec 

IJ6I 

297 

6J.73 

2,736 

142 

l».» 


(11-2) 

(2.6) 

(60.6) 

(24 3) 

(1.3) 

(1000 
(14 2 

Oriter/apper carte 

1.060 

172 

1.014 

8.405 

207 

10.15 

ttamiLa 
nINI 

(9J> 

(16) 

(9.3) 

(774) 

(If) 

(1000 

(231 

Muslim 

401 

47 

219 

429 

2.035 

3.1* 


02.8) 

11.5) 

(7.0) 

11.3.7) 

(630) 

(1000 
<6 7 

Total 

10534 

2.880 

10.121 

14411 

2687 

466' 


(35 3) 

(6.3) 

(317) 

(30.9) 

158) 

(100° 

(1000 


Note The n. fecw d di n ne rs in k feht n uha a are Hudhudurg. Wardha. Imr. taaregtri sari HareM 
Howcvtr.thaga e i t iBnofia itn i r ti rtsi —n hy waa reneuvreu UhittaritodreydMrWW^ 1 
ts excMM front 8M* Mbia. 
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)wimomtoMaHnmpartingbeM*taigh(by 
isacban than wwld otherwise U expected. 
The —day sctwci teachers term) as 
ouster tratoea of the tcbooi student- 
iaalnictorarithrirpiacatcfformal cduc ation. 

G^feexmarive problem of illitency 
is tone of the selected refloat, it was 
inevitable thrilheliteracy campaigns would 
fril back on the foctnri schooling community 
for to human reaowce bate aid diet teachen 
and students would become the mejor actors. 
One might without exaggeration tay that 
ties community has been the backbone of 
the literacy campaigns in Maharashtra. Aduh 
literacy has becomeamqjorextension activity 
of primary and tecoofary schools. It is 
important that this cootimies. Reducing the 
burden on teachers with respect to non- 
educational functions would greatly 
contribute in this direction. Teachers and 
teachers' organisations have willingly 
accepted adult literacy as tn added 
educational responsibility and have 
justifiably been reluctant u> take on non- 
educaliona! ones. Unfortunately, adult 
literacy does not appear to have become a 
major ex tens km activity of college and 
university education, as may be seen from 
the fact that only 4.4 per cent of the teamen 
reported being taught by such students in 
Maharashtra, and 2.8 per cent in Goa. 

Are learners from a given a community 
taught by tartnictors from the same or another 
community 7 This question is examined in 
Table 8. which presents data on the 
communities of the learners cross-tabulated 
with the reported community of their 
instructors, in the Maharashtra districts 
excluding Sindhudurg. where this question 
was not canvassed. It is significant that 
63.4 per cent of the instructors belonged 
to the streaker sections of society such as 
SC. ST, NT. Noo-Buddhitt and OBC 
Instructors from SC ST. NT communities 
formed 3S.S per cent of the total number of 
mshucsora, even greater than the proportion 
of instructors from the upper caste Hindu/ 
other «wmiHi« One finds the major 
con ce ntr a tions of tearners-insmicton along 
drediaftmst which suggeaU that the majority 
of l e arn e r s were instructed by persons from 
the same community This tt particularly 
true for the communities rtus are perceived 
at bring the lowest and the highest in the 
social biaraseby. which fconly tobeexpected 
tha reridanefai structuring and social 
distance tn— communities especially in 
the rani aaaax. However, the integrative 
characser of Disney campaigns that was 
mggea l ad ami tar ia confirmed by the 
foflowiag ladle—in of the coming together 
of dl flora* rnnminffl" as a deviation 
*— *tii ptiriil trml 13-5 per cam of the 
SC ST and NT teamen were taught by 
persom who warn upper emte Hindu and. 
»t«w l Mpree*^nmraer» from the tarter 

^WriWliiii^^lby persons who were 


9C.STandNT.SC ST aod NT iastraclon 
were also reapoaafole for instructing sizable 
proportions of Neo Buddhist. OBC and 
Meriim learners. One finds that l3.7percent 
of Muslim learners were taught by upper 
caste Hindus at a time wbea communal 
differences were unfortunately being made 
a part of the national agenda. 

A similar picture emerges from the analysis 
of the community of immiclors and learners 
in Goa, as shown in Table 9. One finds a 
far greater proportion of learners from the 
socially perceived lower communities and 
the minority community of Mush ms being 
taught by instructors from social strata higher 
up in the hierarchy. 10.5 percent of Christian 
learners were instructed by upper caste 
Hindus. 

Our observations and field experience 
suggest that the major factor contributing to 
the integration of different communities 
through literacy campaigns has been their 
social interaction and working together 
towards a common objective. A sense of 
communal integration has been fostered more 


than from reading the 
prescriptions in the literacy primen or firom 
hearing dm speeches of wefl haraaionad 
persons during the environment building 


profnwnct. 

Some important trends in the teachtng- 
ieenthig process may be seen in Table 10 
which shows foe distribution of learners by 
their method of karurng. The vast majority 
of learners (84.8 per cere) of bosh sexes 
in the selected districts of Maharashtra 
were being instructed in classes’ of more 
than five persons. In Goa the teamen 
appear to have been DMreclosdy distributed 
in the 'each-ooc-leach-one' and 'class’ 


modes of learning. About 3 pa cent of the 
learners in bosh Maharashtra aod Goa 


studied in small ‘groups’ of two to five 
learners. One observes a greater p r o port io n 
of women resorting to ’eacb-one-teach- 
one' learning than the men in Mahmashtn. 
The one-to-one mode of instruction hat the 
advantage of flexibility of timings and is 
particularly suitable to women burdened 


T axle 9: DaraiaimoN of Samfud Lemnbk sv The* Communtty and th»f of Taan fanmw 

hmuraai: Goa 


Learner 



Instructor Coowaft 




Community 

SC. ST. NT NooBuddhiu OBC Otbcn/Upper Hindu CWtdian 

XA.^I-- 

mVBran 

Tool 

<» 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(*> 

SC. ST. NT 

19 

6 

10 

67 

12 

2 

116 


06.4, 

(5.2) 

(8.6) 

(57.81 

(10.3) 

(1.7) 

(100® 








(3.7) 

Neo-Buddhist 

0 

0 

0 

15 

0 

0. 

IS 


(0 0) 

(0.0) 

(00) 

1000) 

(OCj 

(0.0, 

(too® 








(07) 

OBC 

9 

0 

362 

84 

44 

3 

SCO 


(l.i) 

(00) 

(72 1) 

116.71 

(8.8) 

(0.6) 

(100.0) 








(247) 

Olhen/upper 

8 

0 

47 

946 

13 

II 

1.025 

cane Hindu 

(0.8) 

(0.0) 

(4 6) 

(92.3) 

<l.3> 

(II) 

(100® 








(SO® 

Chnsam 

3 

0 

2 

33 

262 

15 

313 


(10) 

(00) 

(0.6) 

(105) 

(83 2) 

(4 8) 

(100® 








(15® 

Malta 

5 

0 

15 

20 

3 

20 

€9 


0(9) 

(00) 

(23 8) 

(31.7) 

(4.8) 

(51.7) 

(100® 








0.1) 

Total 

44 

6 

436 

1.165 

334 

St 

2jQ96 


(22) 

(03) 

(214) 

(57.2) 

(164) 

05) 

ooo® 

(WO® 

Tasce 1 O'. Dutwatmow of Samfud Lsarmu By Sax am> Mtnrn or l.twware: 



Manabaskuia (StLKTECi Donrn) and Goa 



Learner 


_Maharashtra 


Cob 



Sex 

BOTO 

Group 

Class 

Total BOTO 

Groan 

Clasi 

1W 

(1) 

(2) 

(3) 

(4) 

(S) (6) 

<7) 

(8) 

(® 

Mato 

1.245 

782 

14.115 

(6.142 194 

19 


“5* 


(7.7) 

(48) 

(•7.5) 

(100® <51® 

(4J0I 

(444) 

ooo® 

f"r rrulf 

3,353 

1.634 

25,500 

30.491 647 . 

87 

m 

14® 


(11.0) 

(54) 

(83.6) 

umm 09 oi 

(121 

(55® 

(W»® 

Tetri 


2420 

J8AJ5 

46AS3 841 

tttl 

1 JO** 

UK 


(10® 

(52) 

<848* 

(toon (4( 3) 

(50) 

(517) 

(WO® 


Mmt: Tmsctocmd dbeftat^ MriaaishaasreSiarirada^ WtsAaUaciJUeran awrimmdM 

ftui Ml MMi 


dwMHmdilW 
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by domestic aad economic cUmi on their 
time. They were being taught at home by 
school-going family members. The reverse 
wu true in Goa, perhaps due to fewer 
•ocia) inhibitions to moving out of the 
domestic sphere. 

Studying in classes results in mutual 
encouragement among the learners and 
facilitates monitoring the regularity of 
instruction. Classes become inevitable in 
situations where theavai lability of instructors 
is scarce due to low levels of literacy. 

Table 11 provides the distribution of the 
sampled learners by their reported number 
of months of teaming. It appears from our 
field experience that the reported months of 
learnings are inclusive of breaks due to 
vartods factors. One finds a major 
concentration of the learners (46.7 per cent) 
of both sexes in the Maharashtra selected 
districts who report having undergone 10- 
12 months of teaming. This is in contrast 
with Goa where 53.2 per cent of the teamen 
had studied for a periods of up to three 
months due to several interruptions in the 
c a mp a ign as a result of changes in the 
orgatBsatioflal structure. The majority of the 
learners in Goa were enrolled during the last 
prime. In the Maharashtra selected districts 
the mean number of months of teaming was 
9.9 and was about the same for mates and 
females. In Goa. in contras, the mean number 
of months of teaming was four with mates 
teaming on the average for 5.1 months and 
females for 3.7 months. 

Table II when read with Tables 23 and 
26, which show performance according to 
months of learning, indicates that the 
teaching-teaming phase of a campaign in a 
given region should last for a period of at 
least 12 months to enable a majority of 
cvoNed teamen to teach the NLM prescribed 
norms of literacy, h is only when teaching- 
teandog during (be literacy phase of a 
campaign lasts for this period of time, that 
individual teamen are provided with an 
opport u nity to have a cumulative net period 
of at team six months of instruction, after 
deduction for interruptions due to 
e x a min a t ions, vacations, the agricultural 
season and enforced off-season migration. 



The foUowiag tables pattern the literacy 
outcomes among the sampled learners for 
w mtcicq mono* w m wvsom mq 
Oft B. VflriottMtaxikivvbeaifdBl^ 
write* throw tight on aspects of 

die psrfonuanct of the teamen. 

Thbte i2praaeots literacy outcomes mnw^ 

It needs to be emphmiaod trim M themdof 

the literacy prime *f the campaign the 

— * - • 


staggered pej furmanor among trie teamen. 
This poses a mqjor difficulty for the post¬ 
literacy phase of trie campaign write* is 
(breed to function on two fronts: Enhancing 
the literacy of those who have mtataed the 
NLM norms and providing it a functional 
dimension, and completing the three primen 
and the literacy phase for those who have 
not attained the NLM norms. Table 12 
indicates that 58.2 per cent of the teamen 
in the selected districts of Maharashtra have 
scored 70 or more marks, a high scoring 
range around the NLM norms of expected 
outcomes. In the high literacy regions of 
Bombay (the CORO literacy drive). Goa, 
Sindhuduig and Wardha, those attaining 70 
or more marts in the test were 16.3,20.2, 
36.8 and SI.4 per cent, respectively. This 
was in inverse proportion to the literacy 


rates. In contract. h trio comparatively low 
meracy omnets ot urof t wo 

Naodod the corresponding potcentagea were 
34, 60 2 and 61.8 per cent, respectively. 
Clearly the learners in regions of 
underdev el opment and tow literacy ratehavc 
respo n ded better to the literacy campaigns. 
Wardha district hss s relatively high assn 
performance of 67.2 among its teamen 
because of s low dispersion in the scores, 
as indicated by the standard deviation. The 
mean per f orm an ce of the total co v e r a g e of 
CORO teamen is an approximation bund 
on estimations drawn from learner scores in 
surveys and rapid appraisals conducted at 
different times overthe period 1989to 1993. 

Apart from the fact that 58.2 per cent of 
the sampled teamen in the Maharashtra 


selected districts attained 70 or more marks 

Tabu 11: Dsnuatman or S aswud Uuuau »v Sex amo NumbIm or Months or 
Lcasnmg: M aha«as«txa( Selected Dot*icti) ako Goa 


No of Months 
of Learning 
0) 


Maharashtra 



Goa 


Male 

<2> 

Female 

(3) 

Total 

(4) 

Male 

(5) 

Fcnuk 

(6) 

Total 

(7) 

0-3 

780 

2548 

3328 

158 

926 

1084 


(4.8) 

(8.4) 

(7.1) 

(42.0) 

(55.8) 

(53.2) 

4-6 

2548 

4773 

7321 

128 

606 

734 


(15.8) 

05.7) 

05.7) 

(34.0) 

(364) 

(36.1) 

7-9 

3248 

5503 

8745 

40 

48 

88 


(20.1) 

08.0) 

08.8) 

00.6) 

(29) 

(4.3) 

10-12 

8468 

13328 

21796 

46 

75 

121 


(524) 

(43.7) 

(417) 

02.2) 

(4.5) 

(5.9) 

13-18 

878 

3070 

3948 

1 

1 

2 


(5.4) 

00.1) 

(8.5) 

(0.3) 

(0.1) 

(0.1) 

19-24 

226 

1269 

1495 

3 

4 

7 


(14) 

14.2) 

02) 

(0.8) 

(0.2) 

(04) 

Total 

16142 

30491 

46633 

376 

1660 

2036 


000.0) 

000.0) 

(100 0) 

000.0) 

000.0) 

(100.0) 

Means 

9.717 

9.983 

9989 

5.199 

3.741 

4.010 

StdErr 

0.028 

02)27 

0.020 

0.193 

0072 

0.070 

Sid Dev 

3.606 

4.674 

4436 

3.747 

2934 

3.151 


Note. The selected districts in Maharashtra are Siadhudorg, Wardha. Laiur. Rauwgiri and Naaded. 
However, the question of number of months of teaming was not covered in giadhadnrg 
district and it is excluded from this table. 


Ta mm 12: UrnAcvNaraMANre Alow ScoaanRAMm or SaswudIjmhsm: Bombay. Goa 
and Mamaaasktxa (Ssuctso Otsnucn) 


Scoriag 

Bortiy 

Goa 






(Coro Lit 
Drive) 

Sh*mdm 

X Wardha 

Later 

tataagiri 

riwuteil 

Total 

0) 

o> 

0) * (4) 

(5) 

(6) 

(7) 

(i) 

(9) 


049.9 

S0-S9.9 

60699 

70-79.9 

tO-100 

Teas! 


3467 
(56 J) 
1169 
(19-2) 
457 
(73) 
457 
(7.5) 
553 
(9.0) 
6H» 
(tOOO) 


1387 

(61.1) 

122 

( 6 . 0 ) 

IS5 

(56) 

123 

HO) 

299 

(14.2) 

2096 

(MUM) 


fed Dev 


43J2S 30636 

0334 0,761 

39113 34JS6 


788 

(28.5) 

403 

(146) 

351 

( 20 . 0 ) 

411 

05.1) 

599 

(21.7) 

2761 

(10009 

04) 


0478 

31151 


368 

01.3) 

413 

024) 

•12 

044) 

181 

(36.9) 

101 

044) 

J2T7 

0084) 

(64) 

074*0, 

tun 

11991 


1336 
07.9) 
73) 
(9.9) 
1347 
012 ) 
1987 
06 J) 
20M 
(27 J) 
7401 
(MtUfi 

asm 

gg jrii* 

4497 

33JH 


4337 

074) 

30)0 

(II) 

»I7 

02 «) 

3839 

034) 

8677 

064) 


OOO# 



00049 

0W 

ggjgy 


9471 
09 2 ) 
4|93 
( 1.51 

(14.1) 

10965 

( 122 ) 

17712 

(3601 

4MW 

oocto) 

0000 ) 

61445 

0)0 

35162 



is Dm mat, Dm NDpnd pw fawm ct nay 
■b^anan from oDmt Indie aion; 14.1 per can 
aoond6&4M.9,13 per cent scored 50-99.9, 
and 19.2 par cent Ml wtthin the low scoring 
t«Q|e of 0-49.9 marfci. ia Gon, in contrast. 
66.1 per cent of Dm teamen in this high 


Utcncy rogkn were ntte low scttiogran^D 
of 049.9 and only 20.2 per cent scored 70 
or more marki, inflection of matorproMom 
in campaign implementation. 

The uneven performance of learners 
along scoring ranges it only to be expected. 


The causes range from varying inteUipence 
and pedagogical factors relating to the 
leaddag-leamittf process, to the differential 
impact of aodo-economie conditions and 
organisational strategies within different 
regions. The post-literacy phase of the 


Taau 13: O w n wr Swownto htrecT or Lrrmacv Caswamns on Lnaaacv Acooaamo to NLM Nontts at Ooa aim Mttwuatm (Smarrap Dmatcts) 


DMcHSms 

Age 

Popotatioa 

Total 

Total 

Total 

Sample Neo-Literates Eftima- 

Batumled 

Fitinwsrri 

Eitimatri 

1 District! 

(Ltaratee and 

droop 


Uteralcs 

Illiterate! 

EatoUed Evalowed 

in Swplc 

ted 

Toad Neo Total Neo 

Total 

Stale 

Lh III in Age 



(Literacy 


(at Per 

(as Per 

Evaluted 

Total 

Literates 


Uflcmet (CttuMWd 

(hoop 7+m 1991) 



Rate) 


Cent of 

Cent of 

(at PerCeat 

Neo 

as Per 

at Per 

(New 

Law and 






Total 

Total 

of Sample Lrteratet 

Cent of 

Com of 

Lit Rate) NewU Ri 






Illiterate*) EnraBod) 

Evil) 


EatoUed 

Illiterates 


far Me A*e 



<3) 










Omn*(7v)) 

(1) 

(2) 

(4) 

<5) 

(6) 

(7) 

(8) 

(9) 

(10) 

(it) 

(12) 

<I3) N 

Goa 780000 

19-39 



35928 

32872 

1070 

239 

7330 

223 

20.4 


Goa 793643 

(4531) 





(91.5) 

(3.3) 

(223) 





(764) 


36-60 



64699 

46416 

966 

131 

6313 

13.6 

9.8 








<71.5) 

(2.1) 

(13.6) 







Total 



100627 

79288 

2036 

370 

1.3643 

173 

13.6 



tililuiuhaa 





(78.6) 

(2.6) 

(18.2) 






giadhsdwg 

19-39 

275006 

244178 

30630 

27830 

1970 

787 

11104 

39.9 

36.0 

235282 

- r | f | B 

949000 



(88.8) 


(90.3) 

(7.1) 

(39.9) 




(924) 

361575 

(75JI) 

36-60 



23548 

11937 

791 

164 

2471 

20.7 

10* 


(774) 






(50.7) 

(6.6) 

(20.7) 







Total 



54378 

39767 

2761 

951 

13575 

34.1 

249 


- 






(73.1) 

(6.9) 

(34.4) 






Wardha 












Wm*a 

63SOOO 

19-39 

294727 

2205.34 

.34193 

32208 

3277 

1548 

15202 

47.2 

445 

235736 

650202 

(69.95) 



(86 6) 


(94.2) 

(10.2) 

(47.2) 




(923) 

(71-7) 

Umr 

744000 . 

19-39 

429689 

216563 

19.3126 

167714 

7401 

3676 

83354 

497 

43 1 

319917 

127354 

(5957) 



(55.1) 


(86.8) 

(4.4) 

(49.7) 




(743) 

(614) 

RaasgM 

15-49 



140411 

128964 

8134 

5116 

811 IB 

629 

578 


Rnmgm 

111000 





491.8) 

(6.3) 

(62.9) 





916763 

(62.70) 

46-60 



63276 

48742 

2731 

990 

17645 

36.2 

27 9 


(703) 






(77 0) 

(5.6) 

(36.2) 







Total 



203687 

177706 

10865 

6106 

98763 

55 6 

483 








(87.2) 

<6 1) 

(56.2) 






ss- - a 

NMMM 

9-14 

286014 

210204 

75880 

40023 

2180 

1207 

22173 

55 4 

29.2 

232377 

Nandsd 

887000 



(73.5) 


(527) 

(5.4)' 

(55.4) 




(813) 

1138151 

(a.n> 

15-45 

890636 

45877S 

431861 

355579 

21470 

12765 

211570 

595 

48.9 

670345 

( 618 ) 




(51.5) 


(82,3) 

(60) 

(59.5) 




(75.3) 



46-60 

214883 

64149 

150734 

32000 

1440 

786 

17408 

54.4 

11.5 

81557 




(299) 


(21.2) 

(45) 

(544) 




079) 


- 

Toad 

1)91603 

733128 

658475 

427602 

25090 

14758 

251151 

58.7 

Ml 

9 * 427 * 



(52 7) 


(64.9) 

(5.9) 

(584) 




(707) 


Total ' 

9-14 



75880 

40023 

2180 

1207 

22173 

514 

293 


Taaat 




(52.7) 

(5.4) 

(55.4) 





- 

(SatasaadOMM) 

15-39 



258149 

227752 

12648 

6011 

1096*0 

411 

423 


SoMDMM 

3632080 





(88.2) 

(56) 

(48.1) 





HMHS 

(9*4) 

15-49 



572272 

484543 

29604 

17881 

2926*1 

60.4 

51.1 


<W» 




(14.7) 

(6.1) 

(604) 







3940 



23548 

11937 

791 

164 

2471 

307 

103 







(50.7) 

(6.6) 

(20.7) 







4*40 



214010 

8dl42 

4171 

1776 

33653 

43 4 

1*4 







(37.7) 

(54) 

( 43 . 7 ) 







TaM 



1143899 

844997 

4*3*4 

27039 

462045 

517 

40.4 







(73.9) 

<5J> 

( 55 . 1 ) 
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campaign it forced torus on an unevea teat. 
ie,»lalningftalltnricyofthcaeo-Htcratet 

idcuatimiiagdirlnBtnirtiBBforthoac who 

night aot taw reacted NLM norm. An 
adaqi li o fganiiatoo aiaoiBtkwnMdatote 
tend to Ite p robtetn of uneven literacy 
o u too m e e among l earae n who might have 
Had learning wound the tame time bin 
whoaeiaMnctkmwniddliavetobeorgHued 
ig ffaeady d uring the poet-literacy phase 
due to uneven leaning. 

The figure graphically depicts both the 
u n e ven leaning of evaluated leamere along 
•coring ranges towards the end of the literacy 
phase of the campaign as weil as the 
differential regional performance. The litter 
aspect follows a pattern. The areas of high 
literacy rales (Bombay 82.5. Goa 75.S. 
Sindhttdurg73.8andWardte70.0per cent), 
generally mom mhaniecd and heller endowed 
with educational facilities have performed 


to a lower degree in their lit e racy driwf 
ca mpa ig m than thedlilriciiwitl i low l i teracy 
rates (Ratoagjri 6X7, Latur 55.6aod Naodod 
48 2 per cent) id with generally inadequate 
educational facilities. This may be dearly 
seen by conaidcring the pementageofleaners 
estimated to have scored 70 or more maria 
in the test, which follows a broadly aacenttag 
order across the range of districts/arens 
mentioned above. 

The reasons for the above-mentioned 
phenomenon - lower literacy campaign 
success in high literacy rale districts-are 
several. There are objective contextual sad 
subjective motivational and organisational 
constraints to confronting the last re mnants 
of illiteracy in regions of high literacy rate 
which are generally areas of high 
urbanisation. Literacy campaigns have to 
address themselves to the proUemofreridual 
illiteracy primarily among women, in older 


age groups and in peripteral ratal areas, or 
■nougatea a ad p avement dwcUcrs working 
in the informal secaor and new migrants to 
cities. The illiicrWes in such regions form 
s r aa r gi na liie d min o rit y.lt tecoaaes difficult 
to base a mass campaign on a minority 
illiterate section. The motivation of both 
learaen and matraan n forganlsen in such 
s tan ton s Is generally low. The fanner haw 
mdc tHnc toe mceocy* ocsof coqhuhioq Dy 
e c o n omi c drcunuaances to take whatever 
advantage of the opporteaitiee for 
tinphyewi with however much depressed 
wages in the informal secaor of urbanised ' 
contexts. The scattered illiterates in 


hnuat f m ldatiMlaie geog r ap hi call y dispersed 
staatiam'are^Me'to mad theriUeracy 
or neighbours. Illiteracy, especially hi 


Tabu 15: Commiattve pERratMAwm along Scosmo Ranges or Samud Leash* res Reasmo. Wanwa Nutt > nr amo Total Lnaurr 

sv Uaims Sw: Manakasktsa (Solktcd Do nun s) 


Searing 

r uT 


Readiaa 



Wrirint 






Toad Lateral 

a_ 

Total 

(13) 

Male 

(2) 

Female 

(3) 

Total 

(4) 

Male 

(5) 

-1 

name 

(6) 

Tool 

(7) 

Male 

(•) 

(9) 

Total 

(10) 

Male 

(II) 

Fevala 

( 12 ) 

0-40.9 

2.005 

7.779 

9.7*4 

3.203 

10563 

13.76* 

X046 

7.361 

9.407 

1654 

7617 

9.471 


(1X1) 

(23.7) 

(19*) 

(19.3) 

(32.2) 

(27.9) 

(1X3) 

(2X5) 

(190) 

(112) 

(23X) 

(I9X) 

50-59.9 

1X30 

1901 

4.214 

1.998 

4.623 

6.621 

75* 

t.917 

2675 

1.123 

306* 

4.193 


(7.9) 

( 8 . 1 ) 

<*.5) 

(1X0) 

(14.1) 

(13.4) 

(4 6) 

(5-*) 

(5.4) 

( 6 .*) 

(9.4) 

( 05 ) 

6069.9 

2.03* 

3.7S3 

5.821 

1247 

4.148 

6.393 

1X93 

3.0*3 

4X26 

Xl«2 

4J01 

6.9*3 


(I2J) 

( 113 ) 

( 118 ) 

(17 5) 

(1X7) 

02.9) 

( 2 -*) 

(9.4) 

(*.9) 

(13.1) 

(146) 

(MX) 

70-799 

S.I76 

5.145 

*X4I 

2X13 

3.753 

$.966 

XX** 

4.624 

6.912 

4039 

6.926 

10965 


(19.1) 

(15.1) 

(16 0) 

(133) 

(11.4) 

(1X1) 

(t3J) 

(14.1) 

(140) 

(24.3) 

OLD 

(B3) 

to too 

t.07J 

13.159 

21.234 

6.946 

9.608 

16.644 

10X22 

15.B02 

26.024 

7.4(T 

10375 

17.7*2 


(4S 6) 

(401) 

(43.0) 

(41*) 

(296) 

(33.7) 

(616) 

(4*2) 

(5X7) 

(446) 

(316) 

(360) 

Taml 

i*dn 

3X7*7 

40.394 

16.607 

3X7*7 

49X94 

16607 

3X7*7 

49J94 

16607 

3X7*7 

49X94 


tlOOO) 

(IO0.0) 

(100.0) 

(100 0) 

(100.0) 

(100.0) 

(100.0) 

(1000) 

(1000) 

(100.0) 

( 1000 ) 

(WOO) 


73 461 

64*51 

67 746 

67 139 

57.7*3 

60.929 

76.642 

66.897 

70.174 

72X46 

63.355 

6*445 

SrdBtr 

0100 

0169 

0130 

0.192 

0.151 

0125 

0.196 

0.171 

0133 

0163 

0146 

0113 

Sid Dev 

24.443 

30.573 

2*046 

24.69! 

28.626 

27.721 

25X75 

31.046 

29X93 

209*0 

26X04 

25.102 


Note The scores of a maximum of 40 marks for reading, SO marks for writing sad SO marks for aameracy have been calculated out of 100 for 
comparative mows in Lamr. Ratnagwi and Wandeddbtricts. whereas the scores oft m a xim— of 25 marks far reading. 35 mbs far wridag 
sari 40 mvka far numeracy have been cakalreed out of 100 is Siadhwtnrg and Wardba districts. 
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IMUmwi 

Male 

(2) 

(3) 

Total 

(4) 

Male 

(5) 

■*-•- 

(6) 

Total 

(7) 

Male 

(*) 

(9) 

Total 

(10) 

Ml 

U>) 

X .— 

Me Thai 

02) (U» 

0-49.9 

1*9 

1,105 

1X94 

226 

1X49 

1,475 

19* 

1.177 

1X75 

203 

1.164 

t JB7 


(SOX) 

(666) 

(63 6) 

<60.0 

(7SX) 

(7X4) 

(52.7) 

(70.9) 

(67X)- 

0X9) 

OIX) 

KOI) 

50-59.9 

10 

*9 

99 

41 

95 

136 

12 

47 

99 

0 

101 

m 


(X7> 

(5.4) 

(4.9) 

(109) 

(5.7) 

(6.7) 

(3X) 

Oi) 

09) 

0.9) 

(64) 

(64| 

60-699 

20 

79 

99 

22 

54 

76 

27 

73 

• 99 

3t 

04 

1M 


(14) 

14.8) 

(4.9) 

(5.9) 

(3.3) 

(3.7) 

(72) 

(4X> 

(4.9) 

(*X) 

01) 

049 

70-79.9 

36 

*2 

loa 

14 

42 

56 

57 

tl* 

19$ 

40 

09 

ID 


(6.9) 

(4.9) 

(SX) 

(37) 

05) 

(X«> 

OX) 

C?-l) 

06) 

067), 

049 

(U) 

10-100 

131 

305 

436 

73 

220 

393 

102 

246 

34* 

87 

xt 

Ml 


047) 

(1*3) 

(214) 

(19.4) 

(13J) 

(14.4) 

(374) 

(14.99 

(17.1) 

(23J) 

0X9 

042) 

Taad 

376 

1.660 

1036 

276 

1660 

1096 

37* 

1660 

mi 

576 

1X44 

1A36 


(tOOO) 

(1000) 

(1000) 

(IOOOOI 

(100.0) 

000X9 

000X9 

000X9 

00649 

(MBA) 

00049 

044X1 

Mom 

45419 

30.130 

31946 

36.472 

302*9 

30.137 

41.454 

36X59 

29.147 

41X45 

27X31 

10484 

SUB* 

2X12 

0935 

0174 

1.821 

0.810 

0.746 

1AM 

0J*| 

0X11 

1.900 

0416 

674) 

tetev 

4gJT 

3*064 

39455 

35309 

3X9*9 

83X83 

39.464 

tSJte 

97X40 

MuB*7 

TO) 

*48 

"m 7ta« 

mm nf* ■item ef 40 am*» te «— l 

6 !• mate 

tewtofo 

gmdJOwatoateaam 

maqrtewi 

tomeata 

tart aw 

•f N* for 


- f r, 












migrants w ho arc struggling to establish a 
foothold in the cities. The educational 
requirements of women and girt children 
remain the most neglected in such situations. 

Instructors and organisers in urban areas, 
as well as the literate population in general, 
have a low degree of motivation and little 
time to address themselves to what is 
considered to be a marginal phenomenon. 
Allocation of time for literacy conflicts with 
the pnoritiesof earning one'sliving. running 
one’s household and enhancing one's 
education, for both instroctors/organisers 
and learners. A utilitarian, instrumental 
approach to literacy predominates to s 
greater extent in urban areas. It appears 
that the greater the professionalism and 
specialisation, the less is die voluntarism in 
monetary terms. Literacy messages tend to 
be diluted and dissipated by conflicting 
media stimuli-television, cable, video 
parlours, film - and (heir claims on time. To 
add to these limitations, it becomes difficult 
to redeploy in the cause of literacy, 
educational and other institutions that have 
grown to be functionally specialised. 
Collaboration between, and co-ordination 
of persons, organisations, institutions, and 
government departments is difficult in 
situations where there is a heightened sense 
of self-identity, individualism or egoism. 

' Administrative authority in urban situations 
k functionally linear and vertical, losing its 
weight with a widening geographical sphere. 
Mentoring dm teaching-learning process of 
dispersed residual learners poses a major 
problem. 

In regkms of low literacy and in the rural 
areas, on the other hand, the illiterate popu¬ 
lation constitutes a majority. Mobilisation*) 
processes are facilitated by this mass base 
and the campaign has a greater potential of 
becoming a mov emen t in favour of the 
majority. The density of illiteracy ironically 
facilitates organisation, assisted by the face- 
to-face interaction, the greater sense of 
community identity and the authority 
exercised by decentralised participatory 
institutions audits the gram penchayatsind 
die village educat i o n com m i tt ees. Has is 
espndaiiy tnKin (he matter of literacy which, 
at least initially and on the surface, is 
perceived as noo-threatening to conflicting 
fadenuts. The administrative structures me 
ctear-cm from the district and block, to the 
v illa g e level. The autiwriiy of the coflectort 
chief ex ecutive officer, the chairperson of 
the district literacy committee, when 
exercised in favour of Ae literacy campaign 
provides it a high degree of legitimacy. The 
cdmiflig uyfrf of dK tet m e n in H n ttcy 
cHwKf wton conducted in mi spptopfiMc 
mtmer, (nonkbiwdconc IrakftMdc 
monotony of cmrytiny wofi. For wonmn* 
jnnotiniW. jfjioiMii hnjhmmy foe jrrirf 


motivation among the illiterate to take 
advantage of the literacy campaign for the 
however little status and social mobility that 
it might offer. Women, in particular, are 
motivated to literacy by what it provides by 
way of enhanced sense of self worth and 
ability to commuaicale to a wider sphere and 
to nurture the formal educatio n of children. 

The crucial appeal of the literacy 
campaign, which distinguishes it from eariitr 
adult education and other development 
programmes, is the spirit of voluntarism and 
decentralised community participation with 
social accountability. In rural areas, these 
ingredients are concretised in the village 
literacy committee. An effective village 
literacy committee oiakes the crucial 
difference in the success or failure of the 
campaign at the decentralised levels. These 


attain fat high I faeracyhaba n areas. C 
difficult to And the equivalent of the vtil 
asamkro-organisationalunfafaiyahanan 

k mm iLa aowanMaSttHki iaaaaa 

ncnc© me cwi pinwTty Wwir fl c pw 
s u c ces s . It is Kke forcing a non-fan 
element (adufa education) into the Infon 
sector of formally or ga n is ed comaxts. 
high literacy regions a strategy 
strengthening the formal primary educat 
system and reaching out beyond that 
the residual adult illiterates fat the age grt 
15-43 with dements of ftmctionalhy 
certification might produoo belter results 
the low literacy rural areas there is a n 
to act on both fronts. It appears that mcc 
rates through literacy campaigns might 
easier to attain but more difficult to sust 
in the rural areas, considering the extent 
illiteracy rodlhe lack ofalfarafcenvifeitt 
during post-literacy. In the urban an 


features of the campaign are difficult m 
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Scoring 

Ranges 

<D 

_Readies_ 

_Wfltt 

Mam Age 

Group 

(4) 

Ren 

(3) 

__ftfPCTsy_ 

Mam Age Rest 
Qrovp 

(6) 0) 

TiffiKHnr 

Main Aga R 
Oreap 

(*) 

Main Age 
Group 

(2) 

Ran 

(3) 

0-499 

7371 

2306 

10.997 

2,771 

7362 

2.140 

7509 

2. 


(I7.«») 

(30.9) 

(26.0) 

(38.8) 

(173) 

(300) 

(17.3) 

Of 

50-59.9 

3.629 

515 

5,713 

908 

2392 

383 

3560 

i 


(8.6) 

(83) 

(135) 

(12.7) 

(3.4) 

(54) 

(8.4) 

(I 

60-69.9 

5.J29 

692 

5567 

S28 

3.791 

585 

6.027 

1 


(12.11 

(9.7) 

(133) 

(11.6) 

(9.0) 

(8.2) 

(145) 

(12 

7079.9 

7J5I 

990 

5383 

683 

5.970 

942 

9.654 

i; 


(17.4) 

(13.9) 

(125) 

(9.6) 

(14.1) 

(132) 

(220) 

(ii 

80-100 

18,565 

2369 

14.692 

1.952 

22.932 

3,092 

15.702 

2/ 


<43 9> 

(37.4) 

(34.8) 

(27.3) 

(545) 

(433) 

(37.2) 

(* 

Total 

42352 

7.142 

42352 

7.142 

42352 

7.142 

42352 

7.1 


(100.0) 

(100.0) 

(100.0) 

(tOO.0) 

(100.0) 

(100 JO) 

(100.0) 

(tot 

Mena 

69.182 

59351 

62537 

52.599 

71.759 

60.797 

67.913 

57.: 

Sid Err 

0.135 

0406 

0.130. 

0.376 

0.137 

0.417 

0116 

a: 

Sid Dev 

27.687 

34.285 

26.723 

31.752 

28327 

35.223 

23.780 



Natt: The Rest: Refers to rioac age groups drt fcm a h e m the a ia ms g e group of faoeandn haw 
campaigns which were generally 15-35 or 15-45. 


Tabu IS. Comtaxativi Pmrcw<Axci Aumo Sccauwe lUNoas or I/urnac Lwian >oa Rsac— 
Wamo. Numratt ami Total Lmnunr n U vw n Mr Coa 

■. . .11 . M. . . . . .—■——■ ■ wU.— i 


Ranges 

Mm Age 

Rret 

Mam Age 

Rest 

Make Age 

Ren 

Mad Age R 


Group 


fin TO 


Oroep 


Group 


(1) 

(2) 

(3) 

(4) 

(3) 

(6) 

(7) 

( 8 ) 

f 

049.9 

603 

689 

701 

774 

658 

717 

455 

i 


<565) 

(71.3) 

(65.5) 

(» 0 

(615) 

(74.2) 

(613) 

(75 

59-59.9 

51 

48 

92 

44 

39 

20 

76 



<4 0) 

(5J0) 

(84) 

(44) 

(34) 

(2.1) 

(7.1) 

(< 

60-69.9 

SO 

41 

50 

26 

61 

30 

74 



(54) 

(43) 

(4.7) 

(23) 

(5.7) 

(30) 

(6.9) 

(4 

70-79.9 

76 

32 

39 

17 

88 

67 

77 



(7.1) 

(35) 

(34) 

<IJ» 

(83) 

(60) 

(73) 

(4 

80-100 

280 

156 

ISO 

KB 

214 

128 

iw 



(263) 

<16.0 

074) 

(HO) 

(300) 

(120) 

074) 

<10 

Total 

1,070 

966 

JjOTO 

966 

1070 

916 

MBO 

(100 


(ICOO) 

(1000) 

omoi 

(10001 

(1004) 

<»«U» 

(MOO) 

Mm > 

99341 

21973 

34402 

21,197 

34400 

21909 

36426 

234 

Id fin 
OdDm 

1337 

40471 

M93 

37082 

I4W 

98411 

i m 

91.149 

1.166 

30.127 

h!tw 

1010 

ssjm 

1, 

IV 

««■* 
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£ 40 —i 


0-499 
70 - 799 


Scoring Ranges: 

50 - 59.9 

F-H?5I go-too 


60-69.9 


confronted with residual illiteracy, the reverse 
ts likely to he' (rue. 

However, success in adult literacy in high 
literacy urban areas is not impouible. This 
is demonstrated by the experience of the 
Committee of Resource Organisations 
(CXWO). a voluntary organisation working 
in slum pockets of M ward of Bombay city, 
and the Maas Programme of Functional 
Literacy (MPFL) of Ambedkar College in 
Rahul Nagar and Korba Milha Ghar slum 
communitiesof Bombay, respectively These 
areas were able to attain success rates 
comparable to the better performing rural 
districts of Maharashtra. An intensive and 
toodenaod period of instruction: learning in 
groups i» o|»n space* locreaeancduc at totul 
environment; close and regular monitoring: 
community panfetpatmn: and an element of 
functionality marked the success of these 
literacy dritte* in urban areas. Campaigns m 
urban areas would be farUitatod by some 
demem of certtfication, perhaps through 
Wearing tor the exammanuro conducted 
by the National Open School, and with a 
more specific targeting of occupational and 
community group*; programmes being 
u p cmi o w Heed a c co rd i ng to context. The 
objective problem |w» leas to do with (he 
urban rxialwi than with the fact of residual 
’•foency. 

A campwMHvu picture of the «*««•< 

PnftfOftogiMMtftoetitency campaigns 


on 

of 

•Ir 


_ i grid toe selected districts 

Mlhiwtotoa yp meided in Table 13. 


the 


district i/states according to the 1991 census 
prior io the respective campaigns; number 
of illiterates identified in the surveys poor 
to the campaign: number enrolled; samples 
evaluated; and estimated neo-literates (those 
achieving the NLM norms in the prescribed 
leu), with its impact on the literacy rates of 
the respective regions for die papulation 


aged seven yean and above. The data are 
provided according to the age groups that 
were taken up within each ca m pai gn . 

In Goa one finds that 7R 6 per erm df dm 
identified illiterates in the loud age gr oup 
of 15 - 60 were enrolled. The percentage of 
enrolment was higher in the younger age 
group The sample evaluated formed 2 j 6 per 


Tasu 19 ItaTOsmoN or Sautlsd Lcasaou AnaeviNr, NLM Noam or Utbuot »v Tirea 
CoMsuwmu; Mahaxashtxa (Satmo Dormers) and Goa 


Learner 






Goa 

Conwmmiiy 

(1) 

Sindhudwg 

(2) 

Wardha 

(3) 

Larur 

(4) 

Ratnagiri 

(5) 

Handed 

(6) 

Total 

(7) 

(!) 

SC, ST. NT 

98 

695 

1,259 

302 

7331 

*MS 

(5 


(10.5| 

(44.9) 

(34.2) 

(4 9) 

(49.7) 

(35.8) 

(4.1) 


(28.5) 

(46.0) 

(44.3) 

(600) 

(54.8) 

(52.1) 

02.9) 

Nco-HaskRuu 

35 

146 

69 

690 

839 

1.779 

13 


(3 7) 

(9.4) 

(1.4) 

(11.3) 

(5 7) 

«**) 

05) 


(23-5) 

(54.7) 

(42.6) 

(55 7) 

(57.2) 

(543) 

(•67) 

OBC 

175 

592 

.351 

3.841 

1.343 

6J8B 

96 ’ 


(18 4) 

(31.2) 

(9 5) 

(62-9) 

(9.1) 

(23.3) 

065) 


(33 7) 

(4.5.2) 

(54 8) 

(53-7) 

(63.7) 

(535) 

095) 

Upper cast Hindu 

643 

68 

1.618 

•98 

3,996 

7323 

111 

(67.6) 

(44) 

(440) 

(14.7) 

(2709 

(217) 

067) 


(36 8) 

(59.6) 

(56.2) 

(61.5) 

(614) 

(5731 

(tlJI 

Muslim 


47 

(3.0) 

(610) 

379 

(103) 

(43.1) 

375 

(6.1) 

(835) 

3349 

,(6S> 

(714) 

20» 

(7J* 

(655) 

10 

<2.71 

(ISA 

Christian 





• 


123 

(333) 

mm 

Tout 

951 

IM 

X676 

6.106 

K758 

27039 

A 


(fOOO) 

OOSO) 

(1003) 

<l«6» 

(tOBOl 

tmm 

tmm 


IJ4.4) 

(472) 

(49.7) 

063) 

out 

(54.7) 

013) 


Mow Theflgutesiitoa totohi a ilate teuatoainaftew— i agrn.ii toe aaaa adh mtoats am tewre 
achieving NLM aanre af Barney as a pamnmgr af toa aarebrere bom toor ramtatow 







coot of the enrolled, despite our attempting 
t targeted coverage of 10 per cent of the 
enrolled through a stratified sample of gram 
panchayats and municipal council* of die 
state. Based on our field experiences, and 
in comparison with the percentage samples 
achieved in the Maharashtra districts, one 


cooes to the conclusion that the low coverage 
in Go* was a reflection of the slackening 
of the teaching-learning process and the 
status of the campaign at the time. An 
estimated 17.2 per cent of the enrolled 
achieved the status of neo-literates according 
to the NLM norms. The estimated 13,643 


neo-literates formed only 13.6 per. cent of 
die identified illiterates. 

The total picture for the Maharashtra 
districts, shown at the bottom of Table 13, 
re p res ents the combined perf ormance of the 
relatively high literacy rate districts of 
Sindhodutgand Waidha.and the low literacy 
districts of Ratnagiri, Latur and Nanded. A 
total of 11.4 lakh illiterates were identified 
in the surveys and 8.4 lakh (73.9 per cent l 
w ye enrolled. The percentage enrolment 
was higher in the younger age group of 13 
to 35/45 years, as was to be expected. The 
even younger age group of nine to 14 had 
a low percentage of enrolment due to their 
peculiar situation: too old for formal 
education and yet too young to be motivated 
to break away from their gainful employment 
to join adult non-formal education. We were 
able to achieve an actual sample of 5.8 per 
oeMao the whole with an extensive coverage 
of 40394 learners, after attempting a sample 
coverage ranging from 7 to 10 per cent 
depending on feasibility and based on the 
size of the enrolment in the different literacy 


Considering the success rates as the neo¬ 
literates (thoae achieving the NLM norms 
of 70 per cent marks on the whole m the 
prescribed teat and 50 per cent in each of 
the components of reading, writing and 
nmneracy) as a percentage of the samples 
evaluated, and applying these success rates 
to the enrofied. one is able to roughly estimate 
that a total of4.6 lakh learners have achieved 


the MM norms of literacy. The estimates 
are weighted by age group and arc based on 
the as aunfition that there who didnot appear 
for the ted (approximately 15 per cent) but 
wore enrolled fat the sampled villages and 

amid have p ae a n) and foiled in the same 
proportion as (hear who had appeared. The 
assumption » fair enough give* that cross 
chnctssevesfadforilfmaevritodidnotappeto 
for die tests ttid so generally for reaaona 
other dm their terowing , i e. preg nan c y, 
Areas, work, scasasad ntigtroton. etc. 

Tiro rerodro of the Money oronprogwi have 
ban worked out trader fairly rigorous 
eendMaut of tasting font at dte same time 
da justice t» die hronrordhroanleM of dro 



The estimations baaed on Wghfy extensive 
and diverse samples suggest dim the noo* 
literates according to the NLM norms formed 
55 per cent of the enrolled and 40 per cent 
of the identifiediUhenaes. These percentages, 
together with the 74 per cent of the illiterates 
who were enrolled, provide a useful index 
of what might be a minimum ex p ectation 
of satisfactory performance from the titeraey 
campaigns, not only for Maharashtra but for 
the country as a whole. 

The NLM is justified in setting a high 
noon for a chiev emen t in literacy, ie, at least 
70 marks on the aggregate in the test and 
at least 50 per cent marks m each component 
of reading, writing and numeracy. TWs would 
set the basis for gradual i n dependent learning 
with lower possibilities of relapse. However, 
the expectation that 80 per cent of the 
identified illiterates would achieve these 
levels within the constraints of the literacy 
campaigns is unrealistic, given that the 
Maharashtra data suggest that about 74 per 
cent of the illiterates identified in this survey 
get enrolled in the first place. 

The concept of *to(ar literacy it aunifying 
ideal that hat tremendous mobilising value. 
It should, however, not serve as a top-down 
or other-initiated pressure weighing dawn 
the minds of local organisers, since the result 
would only be to encourage deception. The 
concrete and feasible objective of literacy 
campaigns thus should not be Total or 100 


fKST ©HH mtCMEj % ttjflpg tas§ mm 
de mo cra ti c and critically loaning sc 
This objective In co rp o rat es ntfor 
native effort to drastically reduce 
illiteracy (say by about 50 pro cron; 
Mr—— ^ which the social mebiiiaa 
process is as imporunt as the literacy pr 
but also an a t t emp t to store the Qc 
ill ite racy through strengthening the pr 
education system. Organisation fo 
functional uses of literacy and fo 
assertion of baric human rights refou 
ba ri c n eeds is very much part of this objr 
Organisation, in addWoo, is a docs 
c o ntllkm for sustaining B troac y througl 
literacy and functionalised contii 
nhw v **”t for grinfol employm en t. 

The data for Maharashtra indicate 
highest success rate* of the neo-titen 
a percentage of the enrolled (60.4 per 
and of the identified Atom* (51.1 pet 
was for the age group 15-45. Pro the jm 
age group of nine to 14. the neo-liter 
a percentage of the enrolled was rda 
high, but as a percentage of the illitei 
was among the lowest given 
comparatively lower percentage got cm 
in (he first place. Once enrolled their yo 
age was more conducive to leantin 
total impact of the literacy campaigns 
selected districts of Maharashtra, discoc 
for the neo-litcraies through the pr 
education system and far the real poari 


Table 20: Dutimvtion or Sasvud Leamcm Aciacvmo NLM Noam or Lmuuor av Tra 
OorurATTOH: Mahasashtsa (Soncrao Dtsrucn) amoGoa 


Learner 

Occupation 

<») 


_Mriwashos_ 



Waedha 

(2) 

Latur 

(3) 

Bitaagiri 

(4) 

Nanded 

(5) 

Total 

(6) 

Cultivator 

115 

626 

33)32 

3.093 

7.466 



(7.4) 

(17.0) 

(59.5) 

(20.9) 

(28.6). 

<ii 


(46.4) 

(57.2) 

(57.3) 

(664) 

(605) 

(20. 

Agncahurel Mooter 

1,237 

1.7*5 

1.263 

7.714 

11.999 



<79.9) 

(48.6) 

(20.7) 

(523) 

(46.0) 

(21. 


(46.2) 

(49.4) 

(51.6) 

(57.3) 

(540) 

<10 

xii coywjw 

16 

112 

47 

300 

475 



(1,0) 

(3.0) 

(02) 

<2X9 

(IJ> 

c 


(3M) 

(48.3) 

(61J) 

(604) 

(555) 

00. 

Noncvife 

lit 

891 

788 

2598 

4.401 



(7.6) 

(24.4) 

(12-9) 

(»7.6) 

(16.9) 

(44 


(56.5) 

(49,0) 

(574) 

(554) 

1344) 

0t. 

PMna employed 

» 7 

II 

II 

54 

90 



<0.5) 

(O.J) 

(OJ) 

(04) 

(O.J) 

I* 


(35.0) 

(57.9) 

(4033) 

(484) 

014) 

0. 

CmmI CM^loy^ 

7 

151 

114 

Sll 

790 



(0.5) 

(4.1) 

<»•> 

OS) 

0.0) 

<* 


(100.0) 

(34.8) 

(53 J) 

(56.7) 

(304) 

(19. 

Htlitog 

- 

- 

234 

- 

234 





OJ) 


<M> 

0 




(64.1) 


1*4.1) 

0* 

Other 

41 

93 

10 

481 

•tt 



(3.1) 

03) 

«L® 

OJ) 

(24) 

I*- 


(727) 

(52® 

mm 

(628) 

mm 

05 

Tetri 

L5H9 

287* 

6.106 

14.758 

um 

r 


(IOOJB) 

(MOB) 

(MOB) 

(too® 

(MU) 

08* 


<472) 

ms 1 

<*D 

mm 

mm 

02 
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of wife, to eulmuwd to h**e rahed the 
literacy me for the gge group 7 and above 
ia thOM dUtricts taken ss a whale from $94 
to 66.7 per cent, an Inmate of seven 
percent tpr points to just abow two yean. 

Considering die performance of each of 
the selected regions in Table 13, one 
noteworthy factor is the pawn! trend that 
the higher the literacy rate ot the district in 
the ape group 7 and above, the lower in 
general was the succdfcs me in the campaign 
measured as neo-Htenaes as a percentage of 
the enrolled. The Ugh literacy areas of Goa, 
Sindhudurg and Wanflia have been able to 
enrol a higher percentage of ill derates as 
comp a red to the relatively low literacy 
regions of Ratnagm, Lalur and Nanded. 
However, the latter dhartets have succeeded 
in imparting literacy to a higher percentage 
of their enrolled learners as compared to the 
former. It needs us be pointed out that the 
total literacy' declaration of Sindhudurg 
and Wardha was only whh respect to the age 
group IS-33. The declarations were based 
on the then generally prevalent norm of the 
literacy rate in the particular age group 
crossing the 90 per cent mart In the district 
and was due mainly to the fact that the 
literacy rate in the given age group was 
already high prior to the campaign- These 
districts do not achieve 'total literacy' 
according to the laser August 1992 norm of 
the Dave CommiUee that at least 80 per cent 
of the identified illiterates in the given ape 
group should achieve literacy according to 
the NLM expected levels. The positive 
feature of the ambitious Dave Committee 
norms for dec la ration is perhaps that they 
have virtually normed total literacy claims 
and declarations out of existence 

Instead of setting a high stake on ‘total 
literacy (federation' at the end of the first 
phase of the literacy cungmgns. it seems 
appropriate to have a function that is more 
ui the nature of anoensioafiv social accoun¬ 
tability. The purpoatjUanuld be to assess the 
achiev em ents of%^gifcg8ign in terms of 
literacy oanoometand-sdrixl mobilisation, 
to plan for fee post-Htenfey phase and to 
fettcitmc tmMvifMt ami Institutions that 
noght have played a s afet y ro l e. 

Themato value of the literacy campaigns 
in Maharashtra, and for that matter in the 
«*» of dm country wherever they have been 
■rcasafo g y carried dOCmay he seen less 
to the moms mm of literacy outcomes but 
tnwt wfch impact to the absolute number 
toneo MfewHawtdtinahriefpenodoftime - 
P*M«» who have been provided the 
wnbHng mi potcHiHy empowering skills 
to liteniiy through a fergsr mabibsanond 
tolonthmaatedaddeteatrilisai««. people’* 
yir l p tei m and the tpirit of votartarism. 
•tot tvah t Med literacy campaigns ia 

totoanihuifemehasatargsty successful 
, to w a aga n .Thigawiutaliafermsofnumbers 
■^owfetimtelha thaianrreffecpntecss 


inherent in the literacy phsae, at the sane 
time poses a problem during pom-htetacy- 
that of sustaining the masmve voluntary 
effort together with and m favour of the 
neo-l iterates, on a scale lar greater than the 
earlier adult education p rogra mm es for the 
same period of time. Instead of a trickle of 
neo-literates the literacy campaigns are 
suddenly faced with a (loud. 

V 

Adult Literacy Out co m es 
in Programmatic Contexts 

How do the present literacy campaigns in 
selected districts of Maharashtra and Goa 
compare-with earlier adult educational 
programmes in those same regions? This is 


at issue which gains importance when ore 
consid ers con tr as ting approache s to literacy 
and their relative advantages. 

The National Adult Education Programme 
(NAEP) initiated in 1978 identified an 
important productive age group that was 
also significant in reproductive ‘population’ 
terms. Persons in the age group of 15 - 35 
were, in adthtion. likely parents of children 
of school-going age who were potentially 
oon-enrolled or school drop-outs The 
objectives of functional literacy were clearly 
identified and towards the later stages of the 
progra m m e an intensive area app roa ch was 
emphasised. While being a mass programme 
at the national and sure levels in terms of 
desired c o verag e, and while setting up a 
hierarchical structure of administration to 


T*au2l: Utmatv Puuo*s*avcc mom Sooomu Ranks sv Leaum* Sex «*r> iwc Sax or 
Thsm iNtnunoas: MARMusHTaatSuarnoDimumt 


Scoring 

Instructor Male 

Instructor 

Inwraci or Total 

Ranges 

Mate 

female Total 

Mate 

Fctftfllc 

Total 

Mate 

Female totnl 


Learner 

Learner 

Learner 

Learner 


Learner 

Learnt 

r 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

<9} 

(10) 

0-49 4 

1.590 

3.903 

5.493 

264 

3.714 

3.978 

1.854 

7 At 7 

9.471 


(10.8) 

(25.4) 

(183) 

(14.1) 

(21.3) 

(206) 

III.2) 

(23 2) 

(192) 

SO-59.9 

487 

1.409 

2.396 

138 

1.659 

1.797 

1.125 

3068 

4193 


(6.7) 

(9.2) 

•8.0) 

(7 4) 

(9.5) 

(9.3) 

(68) 

(9.4) 

f«S) 

60-69.9 

1.944 

2.194 

4 138 

248 

2.607 

2.845 

2.182 

4,801 

6.983 


<1321 

(14 3) 

(13 7) 

(127) 

(15.0) 

(14.7) 

(13.1) 

(14.6) 

(I4.D 

70-79.9 

3.579 

3.081 

6.660 

460 

3.845 

4J05 

4.039 

6.926 

10965 


<24 3t 

(20.1) 

(22.1) 

(246) 

(22.1) 

(22.1) 

<24.3) 

<21 1) 

(2X2) 

60-100 

6.637 

4.77.3 

11.410 

770 

5.602 

6.372 

7.407 

KU75 

17,782 


<4501 

(31.1) 

(37.9) 

1412) 

(32.1) 

(33.0) 

(44 6) 

(31.6) 

(360) 

Total 

14.737 

15.360 

30.097 

1.870 

17.427 

19297 

16.607 

32.787 

49.394 


(1000) 

(100.0) 

(l(K)O) (100.(1) 

(100.0) 

(100**) 

(1000) 

(100.0) 

UOtiO) 


(49 0) 

(51 0) 

(100.0) 

(10 0) 

(900) 

doao) 

(336) 

(664) 

llOOO) 

Mean 

72 847 

62 049 

67.336 

70 172 

64.506 

65055 

72 546 

63.355 

66445 

Sul Err 

0 17(1 

0.221 

U 144 

0.545 

0 193 

0.182 

0.163 

0.146 

0.1(3 

Sid Dev 

20 613 

27.577 

25 005 

23.551 

25.466 

25.341 

20980 

26.504 

25.162 


Nnit. The figures ui the uxund bracket* in the total column are percentages of leaner sea to their 


respective total instructor sex. 

Tam* 22. UTutArv Pbutmmante Alowo Scumnu Ranges it Leaum* Sea and ime Sex of 
Tm Iwmtucmu Goa 


Scoring 

Ranges 

btunrtnr Mate 

loilnuHAf Feflttfe 

h 

flncttLl 

‘am 

Male 

Female 

Total 

Male 

i unk 

Tom 

Male 

Me 

Tom) 


Learner 

Learner 


Learner 

Learner 


Learner 

l.mni 

■ 

(1) 

(2) 

(3)- 

(4) 

(51 

(6) 

(7) 

(» 

<*> 

(tat 

0-499 

104 

.341 

445 

99 

843 

942 

203 

1.184 

1.387 


(45.4) 

(71.3) 

(629) 

(67 J) 

(713) 

(7u9) 

<53.91 

<7131 

(68)) 

50-59.9 

10 

35 

45 

5 

72 

77 

15 

to? 

132 


(4.4) 

(7.3) 

(6.4) 

(3.4) 

(6.1) 

(5.8) 

(3.9) 

*•4) 

460) 

60-69.9 

21 

21 

42 

10 

63 

73 

St 

- 88 

115 


(9.2) 

(4.4) 

(5.9) 

(68) 

(53) 

(15) 

(*20 

di) 

(58* 

70-79.9 

19 

23 

52 

II 

60 

71 

40 

83 

l» 


(12.7) 

(4.8) 

(7.4) 

(73) 

(11) 

(S3) 

(106) 

0M 


80-100 

75 

58 

123 

22 

144 

166 

87 

302 

m 


<383) 

(12 3) 

(*7.4> 

(ISO) 

U22) 

(123) 

(214) 

(113) 

(M3) 

Total 

229 

478 

707 

147 

1.182 

U2« 

376 

I860 

2016 


(100.0) 

(100.0) 

(K8LQ) 

(tOOfe 

(1000) 

tlOOQ) 

(lflO*S 

(MB8) 

(MMl 


(3L4i 

(67.6) 

doom 

(Hi) 

(88.9) 

(MOJO) 
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mil this programme, the NAEP with its 
‘centres’ conducted by instructors receiving 
an honorarium lacked certain innovative 
features &hich were from 1988to be initiated 
by the NLM through the approach of literacy 
campaigns. 

The literacy campaigns, in addition to the 
features of the N AEP and at ti mes i n contrast 
to them, underlined the need for a co¬ 
ordinated mobilisation of various sectors 
and sections of society: decentralisation of 
organisational structures and decision¬ 
making; people’s participation and the spirit 
of voluntarism as essential ingredients of the 
campaign at all levels, and the concise 
intensive approach to literacy instruction in 
adefined region facilitated by the ‘improved 
pace and content of learning' (IPCL) 
methodology. These characteristics of the 
literacy campaign have been unevenly 
implemented in different regions. 

Table 14 attempts to compare the literacy 
campaigns with earlier adult education 
programmes in the same regions with a 
focus on the period of time, the extent of 
enrol mem according to different age groups, 
the quality of literacy, and the number of 
adults made literate according to gender 
categories. In general it might be stated that 
the teamen estimated to have become literate 
according tothe high NLMnorms forlitcracy 
under the fairly rigorous conditions of 
evaluation of the selected literacy campaigns, 
would have attained ahigber level of literacy 
than those reported to have been made literate 
in the earlier adult education programmes 
with lower passing marks and normally not 
subjected to verification. 

In Goa - a high literacy region with a 
good infrastructure of primary schools and 
with problems of residual illiteracy mainly 
among rural women in talukas away from 
the coast and the stale capital - the enrolment 
over a period of seven years in the NAEP 
from 1985-86 to 1991-92 was about 69.778 


persons in the age group 15-35. Women 
formed 71 per cent of the enrolled. In 
contrast, the literacy phase of the campaign 
extending over a period of 15 months from 
June 1992 to September 1993 was able to 
enrol only about half that number in the 
age group 15-35, but a higher total figure 
of 79.288 learners in all age groups from 
15-60. Only 12.9 per cent of the enrolled 
numbering 8.968 persons were reported to 
have been imparted literacy in the seven- 
year period that has been selected for the 
earlier programme, despite the investment 
in 4, ] 73 adult education centres. The Uteracy 
campaign, in contrast, provided literacy to 
a higher percentage of enrol led learners (22.3 
per cent) in the age group 15-35 and 17.2 
per cent in the tola) age group 15-60. The 
performance of the literacy campaign, while 
being generally unsatisfactory, was however 
belter when compared to the earlier 
programme. 13,643 persons are estimated to 
have been imparted literacy, forming 17.2 
per cent of the enrolled. 

The tout picture for Maharashtra at the 
bottom of Table 14 reflects the cumulative 
impact of various regional programmes, 
contrasting the performance of the earlier 
adult education programmes with the literacy 
campaigns in the selected districts. 
Sindhudurg in the Konkan coastal region of 
Maharashtra north of Goa and Waxdha in 
the Vidarbha region to the north-east have 
in common high levels of literacy and a 
comparatively good infrastructure of primary 
schools. Ratnagiri district also in the Konkan 
region and Latur and Nandcd districts in the 
Maraihwpda region, in contrast with the 
above, have lower levels of literacy, a 
relatively poor educational system and higher 
degrees of underdevelopment. 

For varying periods of eight yean from 
l982-83to 1991-92in there selected districts, 
amounting to a total selected time span of 
10 years, the NAEP had been able to enrol 


•bout 7.5 lakh learners is 6m p 

15-35. The proportion of earoUed milts to 
females was 35:65. The'sum of the literacy 
campaigns, in contrast, (or varying periods 
ranging from 14 months in Sindhudurg 
district to 22 months in Ratnagiri, totally 
amounting to a t h re e -yea r period, were able 
to enrol nearly the same number of teamen 
(7.1 lakh) in a comparable main age group 
of focus 15-35/45. The comparatively greater 
absolute number of enrolled mate teamen 
in this age group in the literacy campaigns 
is reflected in the gender redo of 45:55 
enrolment The success rate of adults made 
literate from among the enrolled is slightly 
higher (60.6 per cent) in the earlier 
programmes as compared to the literacy 
campaigns (56.5 per cent) for the younger 
age group. This could well be due to the 
lower degree of success in imparting literacy 
to female teamen; 60.1 per cent in the 
earlier programmes as compared to 49.6 
per cent for the literacy campaigns. The 
literacy campaigns ha ve in addition enrolled 
1.3 lakh learners in the age group nine to 
14 and 36/46-60 yean at a lower success 
rate of 45 per cent as compared to the 
younger age group. 

The significant contrast between the two 
approaches is in the fact that the literacy 
campaigns have been able to enrol a toui 
sum of 8.4 lakh persons in the age group 
9-60 and have succeeded in imparting literacy 
up to the NLM norms to 4.6 lakh teamen 
forming 54.7 per cent of the enrolled, and 
this during a period of three yean- The 
NAEP, in contrast, in the same selected 
districts during a total period of 10 yean had 
enrolled a substantially lower figure of 7.5 
lakhs only in the age group 15-35 and had 
made 4.5 lakh persons literate; lower than 
the literacy campaigns, at a marginally higher 
success rate of 60.6 pa cent from among 
the cnrolted. The important contrast in favour 
of the campaign approach is in the 
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incMMoiMl votuixary mode and in the 
quality of literacy emonj the neo-literates 
within hr lew brae. 

Going into die details of the tabic with 
respect to each of the selected districts, one 
finds lower absolute figures of enrolment in 
the Htency campaigns of the high literacy 
districts of Sindhudurg and Wardha as 
compand to the low literacy districts of 
Latur, Ratnagiri and Nanded, as would be 
expected; but also lower than the enrolment 
in their respective NAEPs for a period of 
eight years. The success rates of Sindhudurg 
and Wardha are also on the lower side os 
c om p ar ed to their earlier programmes and 
also as compared to the success rates for 
Latur. Ratnagiri and Nanded. It is clear that 
the former two districts were addressing 
themselves to the problem of residual 
illiteracy. In the case of Latur. Ratnagiri and 
Nanded. in contrast, the absolute figures for 
enrolment in their literacy campaigns come 
close to the absolute figures for enrolment 
in their respective earlier programmes In 
Ratnagiri. in fact, the total enrolment was 
slightly higher than intbe earlier programme: 
and in Nanded it was two and a half times 
higher. The success rates in the literacy 
campaign in these three latter districts also 

comedose to thatinthcircariier programmes. 

brought down to some degree due to the 
comparatively kma degree ol success in 
imparting literacy to women. In terms ol 
absolute number, one finds that the Nanded 
district literacy campaign during a penod of 
16 months was able to impart literacy to 
twice the number of persons who were made 
literate during the previous eight years 
through the NAEP in that district. 

One might note that the literacy campaigns 
in Latur. Ratnagiri and Nanded generally 
lasted (or a tonga penod than the ones in 
Sindhudurg and Wardha Apart from the 
important inference from the earlier 
discussion - of greata success rales in lower 
literacy rate districts whae the literacy 
campaigns have heat able to galvanise a 
minority of litanies in favour ol, and in 
response to. the need of a mobilised majority 
of illiterate* - the longer duration of the 
latta campaigns might be an additional 
indicator of greata success. It provides a 
•anger period forthe teaching-learning pha* 
of the campaign, thus enabling a greata 
percentage of learners to overcome their 
breaks in learning due to various factors and 
accumulate a net period of at least six to 10 
months of instruction. 

VI 

L atmnr mi fart nactio —I Factor* 
to Literacy Outcomes 

Tab)* |S preaents a comparative analysts 
of dm Mfbnuuut of the sample teamen 
by gmSTSTE three component* of 
i'»Bracy,te.tom^wrm«|ai»dm» n *m^^ 


and for the sum of the three(lrterocy) in the 
selected districts of Maharashtra. The acores 
out of the maximum prescribed 40,30 and 
30 marks, for the three components, 
respectively, have been worked out of 100 
for purposes of comparison. 

Considering the mean performance, one 
finds that the learners performed best in 
numeracy and Chen in reading and writing, 
in that orda. Generally belta performance 
in numeracy is explained by the fact that 
learners build on their existing functional 
skills in the sphere of orality during the 
teaching-learning process. These skills have 
come to acquire functional contextual 
meaning and object referents. While 
multiplication and division still pose a 
problem, calculations are sometimes 
translated into their oral and mental discourse 
and the final result is scripted. One has 
observed a tendency among the learners not 
toutilise the spaces that are given for practice 
in the primers, resulting in weakness in 
writing. The mean paformance for males 
was 72.5 and for females 63.4. The 
comparatively lower performance of females, 
despite a remarkably high degree of 
motivation, may be attributed to past 
socialisation and present economic and 
domestic constraints. There are far greata 
claims on the timeofilirteratefemafc.Genda 
differences in performance are observable 
for each of ihe three components of literacy. 

A similar analysis may be found in Table 
16 relating to Goa. Within a context of 
overall depressed mean scores of 41.5 for 
males. 27.8 for females and 30.6 for the total 
sample, the learner* performed belter in 
reading, numeracy and writing m that order, 
without substantial differences. 

Table 17 presents a comparison along 
scoring ranges for the three components of 


literacy according to the age'group of the 
leacnen in the Maharashtra selected districts. 
As discussed earlier, each of the literacy 
campaign districts had a‘main'.but different 
younger age group ol focus. The 'rest' of 
the total age group was comprised of older 
persons up to 60 yean of age. The mean 
scores of 67.9 for the main age group and 
57.8 for the rest cle&riy indicate that the 
younga performed better in literacy This 
is also true for each of the three components 
of renting, writing and numeracy. Several 
persons in the okfcr age group had problems 
of deficient eyesight. Literacy campaigns 
that enrol learners above the age of 45 need 
to organise free eye-testing camps and 
distribution of suheidised spectacles, lest 
they be attempting to impart literacy to 
persons with physical incapacity to attain it. 
This is especially true in rural contexts where 
inadequate power supply and poor lighting 
are a common phenomenon. 

Table 18 presents the same data lor the 
sample in the state of Goa. Here again one 
observes that the main and the younger age 
group with a mean score of 36 4 performed 
better than the rest and older who had a mean 
score of 23.6. There was a far greata 
proportion ( 75 8 per cent) of the rest who 
scored 0-49.9 marie* than the main age group 
<61.2 per cent). Within the context of a 
depressing performance from both age 
groups, the contrast among (hem is less 
sharp at the higher scoring ranges. 

The age group nine to 35/45 needs lobe 
the primary focus of the 'deracy campaign* 
that enrol learn, ft up to the age of 60. iXmng 
the post literacy phase, apart from enhancing 
the I itcracy levels of those who have reached 
the NLM norms irrespective of age group, 
the concentration can only be on the age 
group nine to 35/45 from among the non- 
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enrolled and those that do oot reach the 
NLM norm*. This is a pragmatic solutioa 
to the probieni of uneven learning at the end 
of the literacy phase of the campaign. 

To what communities do the learners who 
have achieved the NLM norms for literacy 
predominantly belong? An answer to this 
question with respect to Maharashtra and 
Goa is attempted in Table 19.6S.S per cent 
of the evaluated Muslims have been able to 
■stain the NLM norms in the total sample 
in theMahanshtra districts. This high success 
rate is contributed primarily by the learners 
from this community from Ratnagiri and 
Nanded districts. Learners from these districts 
were studying in their mother tongue. Urdu. 
Some of them had familiarity with 
deciphering the script as a result of religious 
' instruction. The Muslim women in general, 
and especially in these districts, demonstrated 
a high degree of motivation supported by 
religious leaden and community elders. In 
Laturcbsmct. in contrast, a lower percentage 
(43.1 per cent) of the evaluated Muslims 
attained the NLM norms. A major factor was 
perhaps Iherrstudymg in the Marathi medium 
which generally was not their language in 
the ri n> "r « f >r sphere. 

A similar indication is provided by the 
Christian learners in Goa. A comparatively 
M^i 39 per cent of them were able to achieve 
the NLM norms for literacy primarily due 
to the fact that the majority among them 
were studying in their mother tongue, 
Konkani. A contributory factor to the 
unsatisfactory performance of the Goa 
literacy campaign was that the majority of 
the learners - irrespective of religion - were 
studying Hseracy through Marathi. a language 
which was neither their mother tongue nor 
the language of functionai discourse. Marathi 
primers were all too easily available and 
acquired from Maharashtra. Learning literacy 
in a language that is not the mother tongue 
results in an alienation from cultural contexts 
and imposes the double burden of learning 
both a language and a script. 

k is noteworthy that 54.2 per cent of the 
evaluated Nco-Budchuus and 52.1 per cent 
of (he evaluated SC. ST and NT from the 
selected districts in Maharashtra were able 
to reach the NLM norms through the 
icadMQg-(earning process. Regarding the 
farmer cummuoriy. I he heat performance in 
terms of percentage of successful learners 
from that co mm u ni ty was found in Nsndcil 
(fisirict. and regarding the Later m Kainagiri 
dnuncL The few aeo-Budiimu who were 
found in our Cm random sample also 
performed exceedingly well. 

It is dew that in ib c selected district* of 
Maharashtra asa whole, the weaker scutum 
of today, who suffer die greatest cducatomaf 
d n eh ta m p er , a n d the mri u c i ties ha* 1 * been 
aMc to gam su b s tan t ia l l y from Meracy 
rs m n a um . Tht» it n» accordance with the 


Siadhodurg district stands in coetrmt to the 
genera) pfcttxre, wtoaJowpctccntife«fito 
(camera from the weaker aeefiont attaining 
the NLM norms. 

Table 20 addresses itself in a similar 
manner to the occupational background of 
the learner* who have attained the NLM 
expected levels of proficiency In literacy. 
While cultivators, generally small and 
marginal fanners, formed 28.6 per cent of 
our sample of teamen in the selected districts 
of Maharashtra, 60.5 per cent of them were 
aMe to attain the NLM norms. A high success 
rate was also found among those from the 
fishing occupation who were women from 
Ratnagiri district. Their involvement m the 
market and in social and monetary 
transactions provided a major stimulus for 
learning. A substantial proportion of our 
sample of agricultural labourers, the self- 
employed and housewives did well in the 
test In contrast, the permanently and casually 
employed in the selected districts of 
Maharashtra demonstrated a lower 
percentage of their samples attaining NLM 
norms. The reasons for this ph en ome n on 
have been discussed above. 

Docs the matching of learners with 
instructors of the same or the opposite sex 
affect their performance? Table 21 which 
shows the performance of the learners along 
scoring ranges for the selected districts of 
Maharashtra attempts to provide an answer 
ro this question. 66.4 per cent of die sampled 
learners were female. 39.1 per cent of the 
learners from the total sample of hath sexes 
reported having female instruct on. asm the 
earlier Table 6. This table underlines an 
additional important I act that 90 per cent 
of the teamen under female instructors 
were female. Male instructors, given the 
higher literacy rue among males, covered 


laanwi of hoik roans In abbut Mi imn 

Table 21 also ImflcalBsttat w hen taanssr 
sre matched with instructors of Me saasa so 
Kisry ^Bnorauy ponKino ovs sek ®m 

great exrent.This may be semi from the meat 
scores of the learners. However, given ih 
gen de r dtetributfaR of literacy, campalgi 
orga ni sers do their best to march l earne r 
and instructors by sex. but they are » 
always successful. 

TSble 22 presents a Similar set of data fo 
the teamen and instructors in the state 
Goa. Here one Rods that due to the residua 
illiteracy among women, 81.5 percent 
the learners were female, but a g reate 
proportion (65.3 per cent) of the tasuucton 
as compared to Maharashtra were aim 
female. Considering the mean scores of th 
learners from different sexes unde 
instructors from the same or the oppositt 
sex. one comes to the conclusion that th 
mate teamen performed to a substantia)) 
lower degree when matched with femak 
tnsuuctors. TMs was not the case with temah 
learners. Studying under female instructor* 
it appears, did not do much for the egos » 
the mate teamen in Goa! 

Table 23 present* data relating to tht 
performance of Icamcn by thdrinaiiiicton 
occupation. In the selected districts o 
Maha ra shtra one finds that teamen unde 
the instruction of educated persons wht 
were seeking employment had the b e st me s t 
performance (69.1). In cuMrast. schoo 
teacher* who covered about 17.5 per eta 
of the teamen appeared to have had a Iowa 
degree of success with respect to the mean 
p erf orma n ce of their adult teamen (64.1) 
It is late muting to note that the teamen who 
were studying under school student! 
performed (lightly better (67.3) tksa that 
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ndv tta Mm. The Madwi gapentty 
rw^lowiKUrtiiWarpftiiffaftfathtefacy 
camjMigns k >mm dirtricts and appeared 
to tero tvd lew tec for their learners. The 
school iwdwti had made up through 
Modv H oa for what they lacked by way of 
raperterc aad p e d agog ica l skills. On the 
whole, the ocrapfiraml background of the 
teaudor did pot to any mdar way effect 
the perfor ma nc e of the hunterv Besides. 
Uteracy campaign* haw very little choice 
is these matters con si dering the large 
coverage of learners through voluntary 
instructors. 

In Ooa hi contrast, as may be seen in the 
same taMg. dun appear to be important 
tfffomneatoihe perfortnanMof die learners 
under instructors of different occupational 
categories. The school teachers and the 
literate adult in local communities under the 
category of‘other’ haw guided their learners 
to a higher degree of mean performance 
than, for example, the unemployed youth. 
These results in Goa ate mote a reflection 
of the generally i na d equat e performance of 
classes’ with instructors, generally 
une mployed youth, receiving a honorarium. 

The method of learning -whether in pairs, 
in small groups or in larger classes - docs 
not in any mqjor way affect the performance 
of the learners, as may he seen from the mean 
pe r formance of the teamen inTable 24. with 
reference to MahandHn. In the Maharashtra 
selected districts the preferred mode of 
instruction was in classes with more than 
five learners. This was due to the constraint 
ot the availability of literate voluntary 
inatnicson. la Goa. on the other hand, the 
I ce ma n were divided in roughly the same 
proportion on an eacb-ooe-teach-onc basis 
end in danwa. White the memt perfor ma nce 
of the learners in Goa was generally low. 
one finds that those studying in smaller 
groups or on a one-to-one basis under 
voluntary instructors performed better than 
thorn in togar dosses under instructors who 
ware paid an honorarium. The 'classes’ in 
Goa woregenerally a curry-ova of the earlier 
NAEP adidt rfc-wt™* ‘centres' with paid 
instructors into the literacy campaign 
Voluntarism with adequate guidance, it 
«Ppesn.gDMraQy pays better than monetary 
inocottwo. aapiciaHy during the literacy 
pbme. 

Table 23 pnmna the dwtribrnfon of the 
farammMflngao their performance and 
number of aaenfoaof reported learning. The 

nunfore of reported months of learning arc 

teaemMy jnchtsiw of breaks. A major 
Proportion <46.7 par cent) of learners in 
M d ue re hna dhreto reported learning for 

>0 fo 12 monte. Ctmrtdenng the mean 
pcrfbnnoaa of te taaruers. one finds that 
■ *• 10 lo tl omoths nage onwanteithere 
*» a rented Jhprnrimrr in learning 
"rowfogteToSccm score The rente is 
i • V ■ i f“ .may 


be wen in Table 26, srtth the rfifference that 
the largest proportion of learners (53.2 per 
cere) reported learning for only 0- 3 months. 
Moat of the learnen in ths Goa campaign 
were enrolled in the wry last phase. The 
brief period of reported months of learning 
partly captains the unsatisfactory learning 
outcomes of the Goa campaign. 

The foregoing analysis would confirm the 
view that the teaching-learning process 
during the literacy phase ot a campaign 
should last for at least 12 months, to enable 
a majority of the enrolled learners to 
accumulate a net period of at least six months 
ot instruction, after excluding the breaks 
resulting tram the struggle for economic 
survival. Literacy campaigns have somehow 
to summon the stamina and mobilise 
voluntarism in order lo sustain the teaching- 
learning component of the literacy phase of 
their campaigns fur at least a total period 
of 12 months. 

VII 

Conclusion: Sust awabU k y of 
Impact and Direction 

Thisconcluding section attemptstoanalyae 
the literacy and social impact of the campaign 
process with a special focus on the 
sustainahi'ity of the outcomes. An important 
needistoirisoderivcaiheoreticalpenpective 
on literacy campaigns within the specific 
historical context m India and hi suggest the 
direction that they might lake, given certain 
trends that have been identified. 

CnNTEXTUAJ -ITT O' CaMVAKW SOATfiliY 
AND AnOFVfcMEHT 

There arc dear trends derived tnwn the 
analysis in the foregoing pages whKh suggest 
that the relatively underdeveloped regions 
with a low literacy rate, which form the 
hinterland of areas of intensive agriculture. 


maricet economies aud metropolitan regions. 
ha te g en erally responded htaenothe literacy 
campaign approach. Examples arc the 
districts of Ratnagiri. Latur sod Nandcd In 
addition, the itatiooal lew! data suggest that 
Mates that haw had a history of social reform 
movements, peasant organisation and 
working daw struggles, such as Kerala and 
West Bengal, have also responded effectively 
to the campaign approach, thanks to the 
involvement of party cadres, activists from 
voluntary and mass organisations and a 
relatively homogeneous political ideology. 
This is in contrast t<> die performance of 
urban metropolises such as Bombay, 
districts with high Ihcracy rales, lor example 
Sintfoudurg and Wanfiia in Maharashtra, 
and the slate of Goa which in aJdrisan in 
a high literacy rale has a high degree of 
urbanisation. These latter regions were 
coot rooting the difficult issue of residual 
illiteracy. The argument that regions of 
undcidcvcfopmcnt respond better in literacy 
campaigns cannot hccxicndcdmochamcalty. 
for one docs find regions wtdun the northern 
Hindi belt and in tribal atom that haw a 
problematic response to the campaign 
approach. In the former one finds dor came, 
the status of women and 'semi-feudaT 
relations uiagncuhurecrealcaharrier. though 
nor an imprcgnahfenncmlncracy campaigns 
and their mnhtlisjliotui efforts In the tribal 
regions, a relatively homogeneous ethnic 
identity can facilitate or militate against the 
campaign approach dcpctvhngun acnsilsvky 
to cultural ident ty based an anility and to 
pressing economic issues that might haw 
taken political forms of expression. 

The loregoing suggests that while the 
essential features of campaign mobilisation 
and pedagogical process might be applicable 
to diverse regions, there is a need for 
modifications in die uperatirmaluariun of 


the approach depending on the political 
economy and ihc historical earnest. Drawing 
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on a survey of literacy in western society 
covering five millennia from the invention 
of writing, Graff comes to the conclusion 
that “there is no one route touni versal literacy, 
that there is no one path destined to succeed 
in the achievement of mass literacy” 
(1986:77). The so-called Kerala model of 
literacy campaigns cannot be uniformly and 
mechanically applied to different regions. 
Failures in the application or attempts to 
short-circuit the essential features of the 
campaign approach have sometimes resulted 
in falling back on the strategy of a typical 
government programme with identified 
beneficiaries, set targets and declarations of 
achievements in given periods of time, 
irrespective of their correspondence to the 
realities of situations. 

Totajl Lrrawcv and/or Total Fjw»t 

Setting a high value on total literacy 
declaration as a major outcome at the end 
of the literacy phase of the campaign 
sometimes leads to frustration among 
campaign organisers or todeception in regard 
to literacy achievements. 4 In any case, the 
effect is a deflection of attention away from 
the social and developmental issues that arc 
at the core of a literacy campaign to a focus 
on targets and statistical achievements. 
Total' literacy is an important ideal that has 
major mobilisational significance. It. 
however, cannot be reduced to the level of 
a pragmatically achievable target given the 
many constraint* that are faced by the literacy 
campaigns which carinoi be addressed within 
a limited period of time. Drawing attention 
to the Internationa I scenario, an office-bearer 
of UNESCO justifiably asserts, in her 
personal capacity. ‘There has never been a 
realistic means to eliminate illiteracy by the 
year 2000, given present trends. Also, if we 
broaden our definition of literacy as 
suggested in this discussion, we shall always 
have literacy needs" [Ltnugc 1993:251. This 
a pp ear s all the more true in the Indian 
context. 

White the ideal of total literacy needs lo 
be retained, what appears to be a generally 
feasible target for satisfactory attainment is 
what emerges from the Maharashtra data, 
considering the median posit ion of the state 
wilhir *!(« larger configuration of the 
political economy of development rod the 
extensive samples on which the results are 
based. The Maharashtra data suggest that 
on the aggregate 74 per cent of the identified 
HHterttes in the selected districts were 
enrolled, the neo-literates whose 
achievements were up to the NLM norm 
termed 55 per cent of the enrolled mat 40 
per cent of the identified illiterates. Anything 
higherthrothto in terms oflrteracy outcomes 
for a gives district would be highly 


crucial age group of 15-45 years. When 
accompanied by an effective post-literacy 
phase and continuingeducation programmes 
and when linked to the strengthening of the 
primary education system, the sustainability 
of the educational process is ensured. 

Adequate research in what really motivates 
adult learners to reach out towards literacy 
and its contextualised functions and uses, as 
described by Heath(1986), has yet to be 
carried out in the Indian context. The near 
exclusive emphasis on literacy attainment in 
quantitative terms and measurement of the 
same through ‘standardised' tests reflects a 
technocratic approach that seeks justification 
through a decomextualised testing procedure. 
This is all the more relevant when such 
scientific testing procedures might be 
evaluating the presence of a logic in the 
learner that is in effect internal to the test, 
rather than functional in a contextualised 
manner for the learner. Caste) I and others 
suggest 

that the result is a significant discrepancy 
between what counts as literacy in the school 
(or in the adult education class), and the 
actual kinds of literate competence useful 
in community and occupational activities... 
A contextually adequate definition of 
functional literacy, therefore, must consider 
not only the limited literacy demands of 
interpersonal and vocational practice, but 
also the broader literacy needs for social and 
political practice, as determined by the 
demands of any truly participatory 
democracy (1986:7.12). 

The shift in emphasis would then be 
towards laying the basis for a democratic 
and critically learning society in a manner 
that is concerted, part icipatory rod voluntary. 
The character of rhe (Mai effort within this 
process is as important as the final educational 
and literacy objectives The contours of what 
one understands by a learning society have 
been discussed earlier in the (ext 

PEnAoonr: Text and Social Context 

Some writings on literacy campaigns have 
drawn critical attention to the ccaaent of the 
primers that are used, the values that are 
transmut e d and the limited social awareness 
that is genemed through the pedagogical 
process IVanaja I994J. While some of the 
criticism* are uodemabie and relevant, they 
tend lo overestimate the social impact that 
can possibly be generated from (be 
pedagogical process whJks the conatmoU 
of the campaign approach. The data from 
the literacy campaigns in Maharashtra 
indicate that the single map* group of 
mst ryct ort were school students <36.5 per 
cent) drawn from eighth, math and 11th 
standards. Irraapocttveof dae tyuaUly of the 
pcda^gteaimmerialteteliMiremMMlIirefy 
—— - umu u tMMiroullrtaa Cur aoatal 


of generation of awareness. The instructor! 
are by and large less knowledgeable in 8* 
ways of life than the illiterate teamen. It ’ 
at the same time inevitable that sc hoc 
students would be involved when literacy 
campaigns are conducted on a large scale. 

Both the assumptions - that literacy 
especially as regards its technology o 
symbols, would lead to developmenta 
domestication within a paradigm o 
modernisation or to change-orientec 
liberation - are presumptuous in theit 
expectations of literacy campaigns in the 
present Indian context. They give undue 
importance to the social impact of education 
and to the pedagogical process within mass 
campaigns. The social contexts o 
intervention and (he modes of organism 
intervention are far more important as facton 
deciding the direction of change. Th: 
technology of literacy is an enabling skill, 
whose essential character is double-edged. 
Its uses could be geared in directions of 
passive reception of propaganda and media 
messages from dominant hegemonies, to the 
generation of better skilled labour that is 
socialised into exploitative production 
processes of monopoly market economies, 
or to questioning and acting on one's 
understanding of present status within 
changing contexts. Contexts and modes of 
organised intervention play a greater rote in 
deciding this direction than the character o> 
texts and the pedagogical process. 

As Luke points out, “Literacy pedagogies 
and curricula are by definition the textual 
representations and products of particular 
cultural contexts, institutional conditions and 
political interests” (1993:3). The impact o. 
texts and pedagogical processes are location 
specific. It is very likely that the same texl 
might result in varying effects depending on 
the context. The Cuban literacy campaign 
of 1961 was a tremendous sucoras for reasoas 
that had less to do with pedagogical 
innovation than with its fadlitative 
revolutionary context, its ideological thrust 
and the sense of commitment of its young 
cadre of literacy activists. "The Cubssi effort 
demonstrated forcefully that pedagogically 
umrmovauve literacy action could succeed” 
{Gillette 1987:206}. The I960 Nicaragua 
National Literacy Crusade fCNAj. despite 
the explicit ideological Omisi of tu prmwn 
was reported to have freed several difficult*' 

mi mj 4em cnti ngs < h>loftealpodaiogydtit 

to the subordinate dUpotttonsof the tcamr*' 
and the inex peri ence of to young instructor 
{Lankshear 1993:121-23)- Amove writes. 
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country,.. Thu*, ta uudying tbe political 
impact of the CN A. k may be mote enligfu- 
eutag us rtudy tbe overall process, structure, 
tad comma of learning than tbe explicit 
content of instruction (1987:278-79). 

It it to the xocial structure of the 
pedagogical process of campaigns in the 
Indian situation that we now turn our 
attention. 

Linkage between Litexaty 
and Social Development 

Adult illiteracy and inequitous under- 
devdoptnenl are historically and contextually 
linked in a vicious cycle. Mass attempts to 
break this cycle have'generally been in the 
context of major politico-economic 
transformations. This is a conclusion that 
emerges from (he studies of major literacy 
campaigns [BhoM 1984; Amove and Graff 
1987 ). Changed structures of economic 
opportunity provide a motivation lor 
attaining literacy, and concerted state or 
religious initiatives offer a sufficient 
condition. In the absence of such social 
transformaiory processes within the country, 
the approaches to illiteracy in the past have 
tended to be programmatic and on smaller 
scales: literacy programmes of welfare 
organisations, government adult education 
programmes or integrated approaches to 
illiteracy within an alternative development 
perspective by programmes initiated by 
voluntary organisations (Saklanha 1989], 
However, literacy can be achieved on a 
sufficient scale when it is conducted as pan 
of a mipor politico-economic movement 
of social transformation, or as a com¬ 
prehensively packaged developmental 
activity, or as pan of a cultural campaign. 
It is thus that individual motivation for 
literacy - the central factor in the success of 
any literacy programme - becomes con¬ 
textualised and reinforced by collective 
motivation.ie.asocial movement The issue 
is basically one of tbe scale to which 
motivation for literacy can he generated, 
given the constraints of social context, so 
»to come doee to being a social movement 
The ambitious goal of the literacy campaigns 
P** even further -after creating and meeting 
• need far li tera cy , it aim* w generate * base 
of demand for social and economic entule- 
menti sad thus have m impact on contexts. 

In cornual to a programmatic approach. 
y« width) dm constraints of a stagnant 
Politic o e c aao m k contest, the literacy 
cwnpaUm in (he country have been a mas* 
effort at addreaattvthe problem of illiteracy 
through a state-initiated, participatory 
pmt» dm usmptito come close to being 
1 cuteaad mm*** for Hteracy Lacking 
*• matfvatfaftprovidad from • larger social 
«msex» of trarefarraatnn tbs campaign* 
have Mpapad I0 eubatiuite this with 
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nature that attempt to create a consensus (or 
literacy. A state-initiated, participatory 
people's process might appear to be a 
contradiction in terms; but for lack of 
extensive mass organisations capable of 
undertaking this task, stale-initiative and the 
context of political economy are constraints 
that are inherent in campaign implementation 
and that rear their heads from lime to time. 
Just as cultural mobilisation is an attempt 
to diminish the effects of context, the 
formation of committed for programme 
implementation at the level of district, block, 
and village/ward. constituted of persons 
drawn from govern mem and other sectors 
of society - educational institutions, voluntary 
organisations and local communities - is an 
attempt to attenuate the intrusion of the slate. 
Successful literacy campaigns have been 
able to attain considerable social impact 
thanks to cultural mobilisation and 
democratic structures built into campaign 
processes. 

Placing the options in the exclusive and 
contradictory terms of literacy for ‘liberation' 
or for ‘domestication' docs not do justice 
lo the complexity of the social reformist 
approach of literacy campaigns in the 
contemporary Indian context. Thecampaigns 
are explor ng iU grey areas between the 
two While not along the lines of the 
'conscicntiiatian approaches of Latin 
American efforts in a post-revolutionary 
conicxt.ie.Cuba 1%) and Nicaragua 1980, 
(hey are also different from the ‘traditionar 
programmes ol the Indian state in the past 

Alter identifying the elements of social 
impact in a summary manner, we discuss 
the question of the sustainability of this 
impact - the issue of institutionalising the 
effects. 

Son At. Impact of Campaign Process 

The literacy campaigns under study have 
initiated a sooo-oikural process characteri¬ 
sed by .significant organisational features: 
integration of social resources, decen¬ 
tralisation. people's participation as a result 
of cultural mobilisation and the spirit oi 
voluntarism. The data suggest that the 
campaigns have been able to read) out to 
women, the weaker sections and the 
economically disadvantaged classes of 
society in a major way. They have succeeded 
in penetrating the larger politico-economic 
structures of deprivation, thanks to the 
consensus for literacy that was built through 
the environment building programmes. 
They ha ve failed in changing these Mractores 
in any major way due to lack of concurrent 
processes ol organisation of the o pp ress e d . 
Literacy aad the process of achieving h have 
at best set the basis for uch organisations 
to emerge. Om indication of the 
transformative potential of the campnign 
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girt children have been enabled to break out 
of historically structured constraints and 
present soeiaUsaiioo. as seen from their high 
rates of participation asinsinicinre and literacy 
activists. 

The literacy campaigns have in general 
stimulated a significant degreeof voluntarism 
among the literate within local communities 
This may be seen from the extent of 
participation of literate adults within rural 
communities, secondary school students and 
primary and secondary school teachers. 
Major areas for participation have been 
instruction, training, preparation of 
supplementary material and environment 
building programmes. Teachers and other 
educated citizens have played major roles 
in the latter activities Primary teachers and 
literate adults from village communities have, 
in addition, had a role as co-ordinators of 
monitoring systems. The potential for 
decentralised social activism toemerge from 
these activities is evident. Almost as 
important as the education of the illiterate 
has been the educaron of the educated. 
Districts such as Nanued have provided an 
opportunity for a cross -section of edueded 
perrons lo express their creativity through 
supplementary teaching/lrairang material and 
post-literacy readers. The campaigns have 
succeeded in temporarily organising a 
minority of the literate towards the literacy 
of the majority The potential to organise die 
illiterate onihe basis of iheirsocro-economic 
interests is yet lo be a^ualised. 

The literacy campaigns have provided 
important on-the-job training for govern¬ 
ment officials in integrated and flexible 
approaches to devetopment administration. 
Several officials have acknowledged that 
the campaigns have brought them in closer 
contact with the people within a broader 
concept of shared citizenship. The very 
nature of the task of addressing oneself to 
literacy, in usctflow in motivational value, 
has called for such an approach. The literacy 
campaigns have drawn attention to the need 
for an alternative administrative ethos to 
development intervention Some c h aracw r - 
istics of this organisational ethos are a co¬ 
ord mat ton ot allocated functions widths 
different social resources depending catiadr 
strengths; decentralisation of el fect i vn 
decision-making through appropriate 
organisational forms; a flexibility ht din 
approach to « task that cads fur a hnlitec 
response; the spirit of vohmtnrism bywtteh 
one unde r sta n ds die wtWngwe » vote 
beyond the call of formal day. aad da 
active partvdpMKM of benefkf te s of da. 

unevenly HnpitmcMod to different caapregn 
region*. The operationalnariou of thet 
organisational ethos reeukttacfcmgnE in da 
attitude between aad within d tffunat 




The formal schooling community of 
teachenaadstudentswcrelheirntjuractivists 
in the literacy campaigns. Aduh literacy has 
become * majorextension activity of primary 
and secondary school teachers and students. 
It is important that this continues. Reducing 
the burden on teachers with respect to non* 
educational (unctions would greatly 
contribute in this direction. An importitw 
gain from the literacy campaigns has been 
the prominence given to education at 
decentralised levels and in the agenda of 
government development departments. The 
interactions between primary teachers, the 
local community, and the village education 
committees have served to consolidate die 
latter. These committees have the potential 
to serve as a major instrument for the social 
accountability of the primary education 
system to (he local community. During the 
literacy campaigns they have become forums 
for the crystallisation of the distinctive 
features of the campaign approach as well 
as touch-stones for its success at decentralised 
levels. 

k appears that the main development 
function of a literacy campaign for the 
immahMc f uture would be ihc mnlorrcmenl 
of the primary education system. This is a 
pragmatic and feasible objective within the 
constraints and the relatively shod duration 
of campaigns. The climate of the campaign 
creates an atmosphere favourable to 
education within die district. The human 
resources within educational institutions - 
teachers, their associations and educational 
trusts, students - have been in any case 
involved Literacy campaigns, especially in 
low literacy rate districts, need to take 
advantage of tins environment through a 
follow-up ol special primary education 
programmes. Some literacy campaign 
districts in Maharashtra have initiated this 
process. 

Our observations, field experiences and 
the quantitative dau point to the integrative 
potential of literacy campaigns with respect 
to tSffcrcni religious, caste and linguistic 
coramurancs. The contributory factor has 
bean the social interact ton and working 
together towards a common objective. A 
sense of communal integration has been 
fostered more through cross-cultural 
communication and interdependence, than 
through the content of literacy primers or 
the messages in the e nvironment building 
programmes. As Bhofa points out. The 
mobilisation necessary, for a successful 
literacy campaign can provide the people 
with a deeply fek pufiitcal experience 
m eatoo g ma»cnmi*nafaonh»n«r(19H4:33). 

k wilt be seen from the foregoing that 
Mgnrmpcct* ofsocial impact arc tessprimer- 
related emerging from the micro-level 
teaching-learning processes reputed over 
u-vc-rai twkvkfcubi - and mote derived from 


resources within the larger campaign process. 
Several aspects of social Impact arise just 
from achieving literacy in a concerted, 
concentrated and condensed period of time 
with a heightened sense of voluntarism. 
While assessing social Impact it is relevant 
to give greater weight age to the more overt, 
observable participatory processes rather 
than to the subjective dimension of 
awareness which is ephemeral in nature 
and may not be easily attributed to the 
campaign and its pedagogical process. The 
illiterate ore knowledgeable and aware, even 
though in an informal manner related to 
their everyday life experiences. Campaigns, 
especially in the time-hound mass manner 
in which they are conducted, can at best 
provide a socialised direction through 
organisation and a functionalised 
orientation through literacy/ 

Posr-LrreoACY Phase 

There have been a few irking problems 
relating to the post-literacy phase such as 
delays in the sanction rod in the supply of 
educational material. These can be easily 
remedied with greater flexibility and 
efficiency. The issue of uneven/staggered 
learning outcomes and varying per¬ 
formance of age groups has been discussed 
earlier. An important problem is the gap 
that often exists between the literacy and 
the posl-bieracy pluses of what is really 
a unitary campaign. It is absolutely 
necessary that the post-literacy phase should 
he closely linked to the literacy one in an 
interconnected manner. Most of the human 
resources and the organisational structures 
need to be retained during the post-literacy 
phase without any gap. A break resells in 
serious problem* ol relapse. Given the lime 
lag in planning, proposal formulation and 
sanction tor the post-Htcracy phase, it is 
necessary that these be done at the lime of 
the proposal forthc literacy campaign. The 
sanctum might come midway during the 
literacy phase based on the progress ot the 
campaign, with suitable modifications 
towards Ihc end ot Ihc literacy phase. Tht\ 
has also been a suggestion*of a sub¬ 
committee of the NLMA executive 
| Literacy Mission, December 1993). later 
accepted as a pivlicy measure. 

The literacy campaigns have had as an 
added major objective, in addition to the 
literacy one, the imparting of functional 
skill* which might result in individual 
and collective employment general km. 
Awareness ot. and organised action on. the 
issues rciatmg to (he deprived has been 
another formally mated objective. The 
literacy campaigns haw generally postponed 
these objectives to die p ostk to ra c y phase 
of the campaign. This has been partly due 
to the bnutonoos of the aumetor* and for 


hew hulk around the issue of contranacf 
illiteracy - genentfty non-rhrrwnlngoa ihc 
surface - might break down on ihc lines of 
real conflicting interest*. WMIe various 
themes related to social awareness m ig h t he 
found in the literacy primers, pedagogy and 
organisation for ihc political uses of literacy 
is rare. Action on the social issues raised hi 
the text, like in parts of Andhra Pradesh, is 
highly sporadic. 

Perhaps the most important unresolved 
issue of the literacy campaign*, and of the 
post-literacy phase in particular, is the 
question of eppropriaK organisational forms: 
-To sustain and enhance neo-literacy on an 
unprecedented scale in terms of numbers for 
the period of time within which it has been 
generated: 

- To provide literacy a functional and 
developmental orientation: 

- To assist the economically deprived neo- 
literate to collectively assert char interests: 
and 

- To sustain the spirit of voluntarism that 
has generally characterised Die literacy phase 
of the campaign. 

Learner and vohiMcer fatigue and transfers 
of the chief executive ofncer/coHector, who 
effectively provide leadership to ihc 
campaign, arc added problems. 

The objectives of the post-literacy phase 
might be summarised into two central 
objectives, with an identification of Ihc 
personnel and organisational forms that 
arc presently bearing the task of post- 
literacy at deccntralitcd levels within some 
of the literacy campaigns in Maharashtra 
The first is the educational and cultural 
objective relating to literacy. This would be 
enhancing the literacy levels of the neo- 
literates and raising that uf the non e nrol led 
and others who might not have mw fw f the 
expected NLM norms relating to outcomes 
Literacy is nut a dichotomous affair, » 
matter of all or nothing. Its continuum 
extends into life-long leaning. Uneven 
literacy outcome* among leatnc n it to he 
expected and a* suggested aboveapngmatx 
organisational approach to tilts qasstion to 
terms of age groups it do sta sHe. In team 
of personnel, k app ea r* that atcondtry 
school students would be required to 
continue their imnucttaal testae a* an 

•wmMwm issues ss^mssmwfinmu 

exicnuon of formal education. Appropriate 
credits can be given whhia die school 
c urri cutum . Teacher*, in par ticu la r retired 
ones who are found m several villages of 
rural Maharashtra, aright pity an hapum* 
role.The headmmietsol the primary schw* 
together with the rifi ag e level e ra atifr t a m o 
(samanvayakai aatf the raerahan of 'I* 
village education co m m it t ee have then «*■ 
unfl wa tmg the p od k i eracy tactions. TV 
lau Shlkttat Nti a ya a K fSNl whh its swg* 

'pmntii'itqBhetiaafMftuthaitaofsinf^ 
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Training in functionality and awtrcnett 
and o rgan is a tion for collective dev elop ment 
is • second federally neglected objective 
duriogtbepoat-titeracy phase. The 'prerak' 
together with the leadership that might 
haveemcrfed from among the neo-literates, 
with the assistance of the 'samaavayak' 
and the village education committee could 
co-ordinate this task. There is perhaps s 
need for mobile training units. Positive 
attempts at organisational forms through 
mahila mandats, youth groups, and cells 
of voluntary organisations with nodal co¬ 
ordination at the Mock level have been 
initialed in some districts of Maharashtra, 
such as Ratnagiri and Pune. Attempts have 
also been made to establish gav kachens 
which would meet once a week and serve 
as a window for information and rcdressal 
of grievances by government officials at 
the village level (Saksharta Andolan 
Maoch. Pune. June 1994). A periodical 
news letter, which has been attempted in 
districts such as Sindhudurg. Nanded and 
Pune, could reach out to all the homes of 
the teamen serving as supplementary 
literacy material, providing information on 
skills and development programmes and 
acting as a monitoring device through 
communication between learners and 


orgmiKfi 

The larger question that confronts post- 
literacy is that ot institutionalising a 
participatory people's process within the 
caste and class structures of a society driven 
by a market economy. This process, if u is 
to be effective not only in developmental 
icons hut also in terms of education, needs 
to question the very structures within which 
it is attempted to be sustained. In the final 
instance socio-economic development 
tesultingfromdistributtvc justice tsihe mayor 
farce to sustain and enhance learning. This 
•s the dilemma that confronts literacy 
campaigns in the Indian context at lhe time 
ot the post4hnracy phase. Organisation of 

thedcprivedHIhe n ne.i n iiiss rr lsifcacfydunng 

the literacy phmc of the campaign, might 
poaatMy show the way. 

Tht neo-literates and Ihetr participation 
m the port-literacy phase are the final 
arbiters of the campaigns The number of 
neo-literates attending the post-literacy 
centres in My 1994 «the national level 
*as u prated to be only 36.7 per cem of 
the proposed nco-Hteratts emerging from 
the literacy phase. In Maharashtra the 
position was atighdy better with 50,1 per 
cent of the proposed neo-litcraies 
pani rfrMtog in the post-literacy centres 
(Directorate of Adult Education 1994). It 
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innovative organisation of those who are 
in the process of achieving literacy. 

OsOANt&ATW* tO PUUCnONALISE 
anoSustam Lmrurr 

Organisation for the functional uses of 
literacy and for the assertion of human 
rights (elating to basic needs remains by 
and large a formal objective of literacy 
campaigns. An unresolved issue remains 
with respect to the agency to undertake this 
task of conscientisation and organisation. 
Literacy campaigns, while generally 
succeeding in creating an organisational 
structure of the literate in favour of the 
literacy of the majority of the illiterate, have 
failed to organise the latter towards their 
wider economic interests. This issue is all 
the more important given that the 
organisation of the illiterate is a necessary 
condition lor sustaining functional literacy 
itself during post-literacy and continuing 
education, lest (here be a massive relapse. 

However, the very fact of a sudden 
mass of neo-iitcrates with heightened 
aspirations results in a new situation with 
relatively uneiplorcd possibilities. Social 
impact ‘on’, has the potential of being 
transformed into the impact emerging 
‘from’ this new collective agency. Its 
dispersed and unorganised character 
reduces its transformative potential. As the 
Espert Group on Evaluation of Literacy 
Campaigns in India points out. 

Mass literacy, on the other hand, because 
of the criticality of us sire ami pressure, may 
set off certain chain reactions on the socio¬ 
economic and political-administrative 
structures, the evidence of which we found 
in many areas. But it cannot by ilsdf resolve 
the collective problem ol mass scale 
impoverishment or widening inequalities in 
socio-economic conditions. In the absence 
ol collective solutions to these problems, u 
is extremely difficult to stabilise newly 
acquired skills or m 3 otf the spiral movement 
tor social development discussed above 
{Directorate ol Adult Education 1994:33] 

During the traumatic riles of passage that 
the adult learners have to undergo during 
the (caching-learning process, they do not 
aulomalicaily acquire access to the 
entitlements and to the areas of cultural and 
economic preserve that are the result of the 
hegemony exercised by sections within the 
universe of literacy. A conscious attempt 
towards organisation and trawwng in skills 
needs to be undertaken, test neo- literacy 
remains Largdy symbolic and wtteers away. 
The question, “why literacyT\ nosed by the 
neo-i herares bused oe a new hound tense of 
greater adf-worth and jndqwndceu. has 
yet lo End sn adequate answer. A response 

help to sustai n mu d vsti gn far liseracy .Areal 
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heightened aspirations through ongoing 
de velo pmental p rogr a mme s , with a greater 
degree of convergence and wider reach Luke 
draws attention to the fact that "like language 
m a in t e na n ce, the propagation of literacy in 
a given community is contingent on: lint, 
enabling 'institutional supports', strategies 
and policies; and. second, the necessity lor 
texts and textuality in daily economic and 
cultural practices"f 1993:3). The lunctionsi 
uses of literacy become all the more important 
when one considers that literacy through the 
campaign approach, even though a necessity 
when seen within an cqui lous development^ 
perspective, is by and large in artificial' 
creation within a prdileratc local context. 

Volun ta r y orga ni sations have bee n p la ying 
a limited laid sporadic role in the literacy 
campaigns, generally confined to the areas 
of environment-building, mobilisation, 
training and preparation of instructinnal 
material. To understand this phenomenon 
one needs to conceptualise the involvement 
of various sections of society in the literacy 
campaign along a continuum of decreasing 
institutionalisation: government depar tm ents, 
private and public sector industries, the 
media, educational institutions, political 
parties, trade unions and associations, 
educational trusts, voluntary organisations, 
community groups such as cultural mandais 
in urban and rural areas, and interested 
unorganised individuals. Sections of society 
that have played a major role in the literacy 
campaigns ofMaharashtn have becnofficuk 
from govemnure departments, teachen and 
students from educational institutions and 
the unorganised citizenry inspired by x stark 
of voluntarism. The other sections ha v e bee n 
involved generally to a smaller degree and 
to a varying extent in Afferent districts. In 
lhe urban areas where voluntary organsatiom 
are more numerous and processes of 
institutionalisation are more advanced, 
government has ironically tended to rely on 
its own strength with limited reach. In the 
rural areas, the social status etqoyed by the 
teaching community and some ducted 
representatives has been utilised to mob fliae 
students and youth in these more informal 
contexts. 

Tensions have at times anogedhamate 
government officials and penons from 
voluntary organisations along the dhawe 
mentioned continuum of involvement. The 
conflict has a lung standing and often 
legitimate basis, give* that goveremote 
deportments are scentobadooetpeennemw 
and political dominant interests and 
tfcsttnocd tram (tie disadvantaged. Praam 
commitments, priorities and defined 
orientations atm create adf-itegmaod 
hntittekmi on tht intent at j taflw at tegarfi 
their tevotvreaote te thcncy eaMptepat. 
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to government. While administrative 
initiative and finance* are provided by 
government, the mass base of the cam¬ 
paigns very dearly belongs to the non¬ 
governmental sector, teachers, secondary 
school students, educated youth seeking 
employment and elected representatives 
within villages. Besides, the non- 
participation of voluntary organisations 
leaves the field open to the campaigns being 
reduced to a mere bureaucratic programme. 
BhoU asserts that. 

Literacy work can best be handled by political 
parties and voluntary organisations because 
party cadres and voluntary workers are easy 
to employ, deploy and separate without 
concern for rules as to travel allowances, 
salary increases, and severance payments. 
Above all. a successful literacy campaign 
requires ideological energy which bureau¬ 
cracies can only rarely supply but which 
party cadres and voluntary associations 
usually can (1984:188). 

The literacy campaigns offer an important 
opportunity for collaboration between 
government officials and persons from the 
relatively few and dispersed voluntary 
organisations in the rural areas. Several 
col lectors have provided leadership to the 
campaigns with a true spirit of voluntarism 
and understanding of the ethos of the 
campaign mode, seeing literacy asachalienge 
to their administrative innovativeness. In the 
context of the vital need lor organisations 
of the disadvantaged neo literates, initiated 
daring the literacy phase and institutionalised 
over post-literacy, there is all the more 
urgency for the involvement of the voluntary 
sector on a larger scale. Without the 
complement of organised voluntarism the 
campaigns arc in danger of being reduced 
toamanagerial structure with a technological 
thrust but without a dynamic spirit. The 
participation of such organisations provides 
an important corrective to state initiative, as 
may be seen from the role of the Bharat Gy an 
Vigyan SamiihMRGVS)at the national level 
and within some districts 
The BGVS. formally established nn 
December 21, 1989, represents a 
co n vergence of two distinct streams - past 
efforts hi (he Held of adult literacy and the 
people’s science movements (PSMs) with 
their demo cra tic approach to science and 
technology. The AB ImfiaJathaof Hay 1985 
in connection with the Bhopal tragedy, the 
jatfco of October-November 1987 with the 
tavofvemeM of 26 oifaniuiians. and that 
ef Octoher-N o v em har 1990 covering 304 
districts, have been major events fat the 
process of creating a nttsonaI consensus and 
some vohmtary wfgsatfonal boats tor lit¬ 
eracy. The BOVS and its fraternal 
organisations functioning hi It stales and 
three union urrimrina me. in mv oMion. 
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campaigns. The Kalyjathas of Octobcr- 
Novemher, 1990 and 1992. and the Samata 
Jatha of March-April 1993. with a focus on 
women were important national level 
mobilisations through cultural action. The 
latter wax marked by eight Kalajathas from 
different parts of the country converging on 
Jhansi on April 8-9. 1993. With a view to 
broadening the sphere of literacy and 
providing the campaigns a developmental 
thrust, the BGVS has organised comple¬ 
mentary national level campaigns in the 
areas of gender equity I Samata). health and 
sanitation, water and land reaourcc 
management, national unity (Hamara 
Desh - Desh Ko Jano, Desh Ko Badlo), and 
elementary education (Joy o( Learning).* 
These national level efforts covering selected 
stales, districts and blocks have provided a 
much needed direction and rootedness in the 
contemporary issues that engage the attention 
of literacy act ivists and learners. The resource 
persons and organisers thrown up by these 
mobilisations could serve as catalysts for 
organisational consolidation. 

Historically literacy campaigns have been 
initiated by 

a profound, if not cataclysmic, triggering 
event: a religious reformation or political 
revolution, the gaining ol political indepen¬ 
dence and nationhood. The campaigns of 
the twentieth century are usually associated 
with revolutionary upheavals and attempts 
hy stole authorities lo create a new political 
culture and accelerate the process ol eco¬ 
nomic development (Amove and Graff 
1987:4-5) 

The closest that comes to this "triggering 
event*' in the Indian context is the new 
economic policy. Are expanding literacy 
and (he campaigns to he seen as fostering 
the processes of commodification and 
absorption into market economics engen¬ 
dered by economic policies? The future 
trajectory of literacy campaigns and mass 
literacy in the Indian context remain unclear 
at the present stage, especially when one 
considers that the closeness in timing of the 
economic policies of restructuring - 
liberalisation and ol the litcracjacampaigm 
as an educational policy was mote than a 
coincidence. Kumar appears to bold a 
conclusive view:. 

It is very difficult to imagine that an ethos 
constructed (or the specific purpose of 
legMnitstag the liberatisauon programmes 
can actually permit mass ttcracy to he wed 
at ae la emw neat of aaaoaaciag people's 
readtag of the worid aa oppoae d to die 
hnw dia g t d e s i g n ed to be s w all ow e d by the 
people (1943:2732) 

Mv own view is that incu r tart a tioc iaso 
larger market economies, for the jfttcrein as 
wed as the educated (iterate, has bees and 
ttafairfy rehnrtetipiutttfcrlaefcefvhdilt 


depends on fodorsin oddManiotfeerat 
dominant heg e m on ic intent loos. 

The central questions are natrucm 
liberalisation, privatisation and em 
globalisation for whom?’ and mass liu 
'for what'? It is only when these two <■ 
lions can be answered with some degr 
accordance that the literacy campaigns! 
s measure of meaningful sustainability 
evidence suggests that the two policies 
political economic and the educati 
cultural-are working at cross pur 
[Upendranath 1993). If the main bind 
the new economic policies it likely t 
on the levels of living of the working 
(Singh 1993; BagcN 1994], one migh 
expect literacy in itself to alleviati 
situation. This is all the more true whe 
considers the east Asian expert' 
Domestic liberalisation and the provisi. 
minimum standards of health and cduc 
accompanied by land reforms gem 
preceded structural adjustment and ext 
liberalisation, so as to absorb the il» 
the latter. In India, in contrast, the exper 
with respect lo literacy has been the 
way round. The firs! ihree years of the E 
Plan have shown a reduced proportk 
outlay from a decreased aggregate out 
real terms for agriculture, rural develop 
and the social sectors, from what 
visualised by the planning commit 
\EPW Research Foundation 1994 
Prabhu writes. 

The crux of the matter is (hat the appi 
requires human development goals to 
integral part of the strategy of strut 
adjustment as well as dev e lopment , 
sheer magnitude of die problem tavo 
over 300 million people below the po 
liac and 324 nullioe illiterates damn 
immediate and sustained response ffor 
government The stakes are loo high an 
magnitude of the probtem too large 
swept under the carpet The repereun 
of failing India’s vulnerable sections * 
trigger off responses which may sane 
undermine the vary sustria ability of rah 
(1994:1027). 

If pretest economic trends conn 
extenaivo. sudden and frag ile literacy wit 
people’s organisation for emp o wen 
through, and sustainability of Hterac 
likeiy to be a mirage or at beat a tend 
reality that dissolves into its raiati 
pr rl hrm c and heetile context in the 
areas. 

Do present potidm and literacy prac 
re p res e n t a co-opubon a nd ne utrt Hta tk 
the ideology off site vemant for Hte 
in the popular interest u pm form* 
the yatMttty teeter, Nt pn fttcuhr by 
Knrefai gfaastra Sahitya Pariafaed ant 
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The tfevektpracofof an autonomous 
intervMtioeiit potential and a critical 
^tproachto whatever ‘democratic space' is 
offend by the campaigns, is suggested. 
Sauna (1993) draws attention to the limits 
of literacy in contexts that an hostile to its 
transformative potential. Francs waran 
expresses hu apprehension of a people's 
programme being converted into a 
bureaucratic one and warns that “if the pace 
of spreading campaign is much faster than 
ihe rate at which competence, commitment 
and organisation can spread, then the result 
will be q total breakdown" 11994:5). The 
state has not hesitated to repress when the 
social transformative potential of literacy 
campaigns or of innovative programmes is 
taken to its logical conclusion, as lor 
example in Kerala after its literacy phase 
(S Kumar l993),Puduko(Ui tnTamil Nadu 
and in Pondicherry f EPW 1992), and the 
educational programmes of Eklavya in 
Madhya Pradesh | K Kumar. 19921. In Bihar, 
a state fraught with the contradictions of 
caste, class and gender, one has observed 
the empowering rote of literacy campaigns 
with respect to women in ihe districts oi 
Madhubnni. Saharsa and Duinka and with 
respect to the head loaders who were 
organised against the rangdaan system and 
the mafia in Ihe collieries of Dhanhad 
[Phtlipose I994J. These efforts were not 
without major conflicts. 

The contradictory and contentious 
character of literacy campaigns, espec ially 
m situations where they arc guided along a 
path of social transformation, is best hn night 
out by the case of Netlorc district in Andhra 
Pradesh and its subsequent anti-arrack 
struggles.' 

Nellore is an exemplary study of how social 
energies released by one particular 
■ movement broadens the base «l the 
movement by hanging more and more areas 
within m ambit. Thu* the total loci act 
movemaM played a rote in making the anti 
arrack movement happen. The lury ot the 
administreUnti was unleashed by the anti- 
arrack movement which compelled the 
activist* M Stan selling post-literacy books 
I i» the neo-literates. The book selling 
c am p aign in known turn, brought about the 
library movement The anti-arrack 
movement aieo em po we red die women to 
•iwt the savings movement end thereby 
taker etrenggten tbeir position m society 
IGyan Vignan finadesh. Voll. No X 1944 ) 

file fore g o i ng ftiuetrabom bring out the 
c »ntrad>c>ory rimrartnronueracy campaign* 
especially whe* they are state initiatives 
taanb • pmticipmory people's process. 
** ***7 havecoMe(oho. h i*only expected 
,hw <bc cotwraOctlow wfthin civil society 
"hi *ifli ttknwrwould he uncovered. The 
tagoieg would aieo tad one to the view 
by the Exp e^ Group oo Evaluation 
on» > T TT . -r n ii< 


has been among the best things promoted 
by the government since independence... 
There ha vc been numerous examples of not 
merely the 'organisation for literacy' but 
of ‘literacy for organisation', finding 
expression through literacy efforts initiated" 
11994:37). 

For those sympathetic to ihe literacy 
campaign and its potential for sustainable 
cquitous development, the direction lies 
m the open-ended character of literacy 
and (he generally positive social impact 
that emerges from ihe mohilisational 
approach. Literacy, as part of larger 
cultural and ideological apparatuses, is a 
sphere of contention between contradictory 
hegemonic lorccs (Gramsci 1971:242, 
398).* Critical writing and literacy practice 
ispanot (hiscontention. The double-edged 
character of literacy is vividly brought out 
by Appic. drawing on J Batsleernnd others, 
when hr writes that 

reading and writing, those apparently simple 
and lundamental acts, arc m capitalism m 
one and (he same time forms of regulation 
and exploitation and potential modes of 
resistance, celebration and solidarity'. This 
double movement echoes Caliban’s cry: 
"You taught :iu- language, and my profit on ’ 
it is. I km-v- h.>'* lo curse 1 Our task as 
educator- . to help tlic culvers lind their 
collcciivc voice (1987:xi) 

In matters of literacy practice the inventions 
ot the doimiunt do mu necessarily work out 
jsthcdisctxirscot the subaltern 'Heightened 
aspirations generated on a mass scale and 
enabled through literacy have unpredictable 
consequences It is clear that the test lor the 
progressise direction of the literacy 
campaigns would be their capacity to 
innosaic forms of people's organisation and 
thus instiiutKHUIi.se from below ihcirpusiuvc 
social impact 

Notes 

I The National Literacy Mission 1 NLM 1 was 
launched on May 5. PMHI The initial trupualion 
for a mast approach to iltncracy emerged from 
(he voluntary. nun-go»ermnenl cxpeneoccs s*t 
the jwipk’s science nmvement* iPSMl and 
inpanicvfar that ot the Kerala Shaun a Sahtiya 
Panshad (KSSP) The campaign approach thus 
may he seen m haw a grass mm* hnst* of 
organised suctai tramtormauon - social action 
(tun was wider man and me!wive of literacy 
and education This approach acquired 
legitimacy a* the centre, primarily among 
adrauumative and academic cocks and to a 
honied extent among pdfocal pomes h was 
then sricctiveiy ippBod m a dteemmined 
mua nfT .imnaHyinsfcw I vgh WWra cy repSe m . 
Tkt campmgn app ro a ch might bnefijr be 
described at a concerted offal involving 
variom seeiai renoarc** wtdt a lugk dagrec nt 
volantary c omwnm s m to rikuiln the 
p mht ms of HB tre mt f.mads ft n i i t region ead 


are: pteamqg meet mgs lo identify individuals 
and otganisniinm that could serve as resources. 
c r ea ting an envmmare* for literacy throegh 
cultural mot* fixation and the use of folk cekaral 
forms: the organisation of cottuiulteex at the 
level of (he district, block and vdfeqge/ward: 
conducting a survey m identify learners and 
mtmictore. the p repara tion and acqmsrtioa of 
instructiotlal material: training pro gra mm es 
for uutmcuon m various levels, alt of which 
coosUUMe a mobilisauoa that lasts for aboel 
six months, to be followed by the teachrag- 
learning process and its maniiormg and 
evaluation lasting for about a year The post- 
literacy phase is expected to last for a 
subsequent period of I wo years, la May 1991 
•he trend in sanctions shifted from high 
literacy rale districts tu low literacy rate 
ones within ihe nonhprn Hindi-speaking bell 
During 1991-94. of ihe IU7 projects sanctioned 
by NLM. 11 w ere in the four states of Bihar. 
Madhya Pradesh. Rajasthan and Uuar Pradesh 
By July 1994. h was reported dial a tool of 
271 campaigns had been sanctioned in pens 
olurioeMHedisincls Ttucincluded Htrnachaf 
Pradesh where the entire state was taken up 
for the literacy campaign. Projects m l<xi of 
these ihsrncts had her., a pprove d for post 
literacy and continuing education It was 
estimated that about 8K million persons, 
predominantly in ihe age group of 11 to tl 
years, were covered which would imply he 
approximately eight mrllion persons were 
involved on a voluntary basis as iastracton. 

It is proposed to bring 7MI districts under 
Inciacy campaigns by We end ot ihe Eighth 
Plan (Directorate of A dub Education iW*4j 
Up hi March 1994. a total sum of Ki 5.W.W 
cnire had been approved.. which Rs 4*3 1* 
ciorc were for die literacy phase of the 
campaigns and Rs 7b It cron: for the past 
literacy phase |Rajput I994|. 

2 See Saldanha (1994d) The studies were 
sanctioned by the ministry of human resource 
development, department of education. New 
Delhi, lo ihe Tata institute ofSoaol Sciences, 
ray place of affiliation I am grateful to i C 
Sbjrmj. 1 Paiacuraman and l) P Singh, 
locally members of the institute, far their 
comments on statistical matters P M Sabo 
and P IJ Pa war assisted in the arduous task 
of data processing I wish to gratefully 
acknowledge ihe assistance of a number of 
olfK'ials and literacy activists at vonont 
levels The research staff who asstsked m the 
field and at the office are «»n many to monroo. 
They do know about my q y rc c iaw ou 

1 The Dane Commiuec <19921 nudnrt a 
siamhudbcd test wdh a waghnpe of 40mm|» 

for rearing and Hi marks each for wnahgand 

RvfWnfBcy. A 

expected to artnewe a 10 per cure More re inch 

70 per cent on the model um 

4 As an tBmararua are Sauna twit 

.1 For on uuughUdi ocw m ra nf Bk rramgBa 
amt wenknesne* of the Barney campaigns 
at (he national level see Master* rest few 
(W94|. 

f> The fo re g oi n g i s f e noa Sm e about the IlGVS 
hat Been g l ea n e d lunar menttag* wMh 
acnrati and Cvun Vipun MrikVd 1. 
Nos I I I MM 

7 ? *< hi refer to H tlW*) : ' 





Akash( I 99.1). ami Reddy amt Patnaik (I99*) 
for analyse ol the process and impact of the 
vMi-ltqtttif muvemen: in Andhra Pradesh 
tt The concept of hegemonies in contention is 
drawn from a reading of Gnnwci (1971). This 
and other related Gnmsctan concepts :bat 
nughf be wd id lor a critical anol vsk of cultural/ 
htrracy practice are ditcursrj tn Saktanha 
,198*) 

v Ac GiHeue states. ' Literacy, however, like 
education mote generally, cannot be reduced 
m behavioural conditioning. It endows 
people with skids that they .-an (although 
do not always) use to receive and emit 
messages of an almost infinite range, a 
range I hat in any event largely escapes the 
control of those who imparted literacy to 
iitem. Literacy i» potential empowerment" 
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Indian Economy since 1991 

Ifctde, Price and Exchange Rate Behaviour 

Prafoirjit Sarkar 


India s trade, exchange rate and consumer price behaviour since the middle of 1991 is the subject of this paper. 
In particular, has the exchange rate of the rupee influenced the dollar values of India's exports and imports? The 
author’s findings raise questions about the effectiveness of exchange rate policy as an instrument of trade policy. 

I 


IN the 1970*. the Axed exchange rale regime 
of die Bratton Wood* gave way to a floating 
exchange rate regime. With the delinking of 
the US dollar from its gold parity. H started 
to float against the major currencies of the 
Ollier OECD countries In this changed 
scenario, the Indian monetary authority 
started day-to-day adjustment ol the 
exchange rate of Indian rupee. Throughout 
the 1970s. the exchange rate of the rupee 
fluctuated without any statistically signi¬ 
ficant trend in either direction The process 
of steady depreciation ol the rupee started 
in the 1980s (Sarkar 1992.199431. From 
7.93 at the end of 1980, Rs per (I'S) dollar 
rose to 18.07 by the end of 1990: the cor¬ 
responding figures for Rs per SO" were 
10.11 and 25.71 (Internaltonal Financial 
Statistics, Yearbook 1984:327 and Septem¬ 
ber 1993:280). 

This rapid depreciation of the rupee in 
the 1980s can be partly ascribed to the 
policy prescription of the IMF at the time 
of giving the EFP loan ol 5 billion SDR 
to India during the regime ol ImliraGandhi 
ill the firxt half of the 1980s Two doses ol 
devaluation in July 1991 were also a pan 
of structural adjustment programmes 
dictated by the IMF and the World Bank. 
In fact devaluation is one important item 
or theae institutions' policy packages 
According to one estimate, during 1980-84, 
about 55 per cent ol IMF conditionality 
included devaluation in the name ol 
libcralisatton and reforms ol exchange rate 
a rrangements ' (Avramovie 19K89) De¬ 
valuation goes hand in hand with abolition 
of exchange controls Smcc the middle ol 
1991. India hntbeen experiencing this IMF/ 
World Bank reform package 

In this perspective, the present study 
examines India’s bade, exchange rate and 
consumer price behaviour since the middle 
of 1991. In particular, it will be examined 
whether the exchange rate of the rupee tnllu- 
**kbs thedoQnrvalue* of lodia’sexpotis and 
""Porta. In earlier studies (Sarkar 1992. 
*994*. bj, it mm observed that the steady 
fcpttctationof the rupeedunng the period. 
>9?M99Q*!d9*tnfcawany influence on 
B«dai)KimhMenf India’sex ports and im¬ 
port* < •'#-! • < • that the period 


allowed to operate more freely |Nag- 
Upadhya 1994], It is then interesting to 
examine the relationship between the 
exchange rate and India's trade values over 
the period of libera!’ regime of Narasihnta 
Rao-Manmohan Singh. This will supplement 
our earlier analysis of the experience of the 
'controlled' regime of the past. 

II 

The period ol the present study is only 
1991-94. To get a sufficiently large number 
ol observations, monthly data have been 
collected. Data sources are International 
Financial Statistics (various issues) 
published by the IMF and the Reserve Bank 
of India (RBI) Bulletin (various issues). 
Tlic period of this study covers June 1991 
to August 1994 (up to which data are readily 
available) 

For studying trends, a log-linear regres¬ 
sion is filled through Ordinery Least 
SquaresfOLS) method . 

log - a + b.t + u, (I) 

where t stands lor time variable (which 
assumes natural numbers starting from June 
1991 = l>. u is the regression residuals, a 
and b arc parameters to he csli mated and Y. 
is the variable under study. 

A 12 -order lagrangc multiplier (LM) test 
has been conducted to check whether there 
is any higher order serial correlation in the 
residuals. In no case do wc find the problem 
of higher order senni correlation. Hcncc an 
autoregressive emir process up to second 
order. AR<2). has been considered: 

", * Pi u . , + Pj u ,: + «i 

where p, and p, are the autoregression 
coefficients and e, is a white-noise error 
process 

The autoregression coefficients are esti¬ 
mated along with the regression parameters 
a and b through the maximum likelihood 
(ML) procedure. An appropriate model is 
chosen on the basis of kig-liketihood ratio 
(LLR) tests - AR( I ) vs OLS and AR(2) vs 
AR< I). An ARill process is estimated 
through inverse utter poi anon method and 
an AR(2) process is estimated through 
Ncwton-Raphson Iterative Method (Faaran 
1991). 

Thoms in Extorts and banns 

Firstly, eo o ri dnr dm be ha vi our of Intin's 


log Xdi, = 6.76 + 0.011 t + u, (3) 
(60.35) (5.86) 
where u. «* 0.49 u , + e. 

(3-51) 

R = 0.75. D-W statistic = I 77 and 
F (2.36) » 58 42 
(t-ralio* in parentheses) 

Our estimate shows that India's exports rose 
at the statistically significant monthly rale 
of I. I per cent. 

As for imports, the value in terms of 
doIlariMdl) rose at the rale of 0.74 per cent 
per month during the same period 1 
log Mdl, * 7.08 + 0.0074 I + u, (4) 
009 56) (6.74) 

where R =0 54. DW Statistic = 1.92 and 
RI.37) = 45.38 
(l-ralios in parentheses) 

Trends exhibited by the series of India's 
exports and imports are stable over the 
whole period plot of both cumulative 
sumfCUSUM) and CUSUM of squares of 
recursive residuals m each case shows no 
sign of instabuuy 

Now the question is whether the trends 
in the dollar values of India's exports and 
imports arc deterministic. Once Nelson and 
Ptasseri 1982) argued that mactxvecooonac 
time series are ‘non-stabonaiy stochastic 
processes'. In our earlier study {Sarkar 
1994a). India's exports and imports were 
found to exhibit stochastic trends - random 
walk with upward drift-over the period 
1971-91 But the present study does not 
lend support to our earlier conclusion. 
Dicky-FulleriDF Mest suggests that Indian 
exports and imports data are trend- 
stationary - trends exhibited by the se ne s 
are deterministic: 

DF statistic for exports series * - V62 
DF statistic tor imports series ■ -6.U3 
(5 per cent critical value is -35312) 

In view of the problem of lint order 
autocorrelation in the DF test prorndnw.a 
first-order Augmented Dicky-FWVor tot. 
ADFfl) has atso been c ondeered in each 
caac-Thttabo suggest* tread aamareiryof 
the two series: 

ADRl) statistic far exports » -WW 
ADFfl) statistic Ik imports « -41148 
(5 per rant crticM vsftae is -3 5348) 
As Ik tire b abari a n t of tin bahmet «f 
nriadOT). i dnea not abmr aay Mid of 



where u, = 0.32 u + e, 

(2.14) 

R* * 0.11, DW * 102 and F(2J6) = 3.33 
A log-linear trend has also been fined by 
a suitable change of origin (in view of many 
negative observations); but the conclusion 
does not change. 

Now the question is whether the trend- 
growth in exports and imports during the 
period of 'liberalisation' is an exception or 
this is a continuation of the trend of the 
earlier period. To answer this question, the 
number of observations has almost been 
doubled by choosing June 1988as the starting 
date of our period of analysis. Intercept and 
slope dummies are added to the log-linear 
trend equation to check whether there was 
any structural change in the series of exports 
and imports since June 1991; 
log Y, a a, + b| .1 + (a; - ai ) D, + 

(bi - b|) D,.t + u, (6) 

where a and b are the parameters of the ith 
period (i = l-and II; I stands for the period. 
June 1988-May 1991; II stands for the period 
June 1991-August 1994); D, is the intercept 
dummy » 0 for the period I and = I fur the 
period II and accordingly the slope dummy 
D .r = 0 lor the period I and = t lor the 
period II. 

Fitting Equation (6) on the senes of dollar 
values of exports and imports, there was no 
sign of change in the trend dunng the period 
of 'liberalisation' 

log Xdl, = 4.70 + 0.0094 t - 0.06 D, 
(99.10) (4.73) (-0.50) 

- 0.001 D, t + u, (7) 
(-0.22) 

where u t * 0.36 u K1 ♦ c, 

(3.31) 

R‘ * 0.77. DW * 2.05 and F(4,70) * 64.47. 
log Mdl, » 5.03 + 0.0068 t - 0.21 D. + 
(72.19) (2.40) (-1.15) 

0.0004 D, t + u, (H) 

(0.10) 

where u = 0.40 u , + 0.19 u t , + c, 

, (3.50) (1.71) 

R* * 0.52, DW » 2.00 and F(5,69) = 16.73 
CUSUM and CUSUM Squares tests also 
show no sign of instability anywhere in the 
scries of exports and imports. Far a longer 
period. January 1979to January 1993. Nag- 
Upadhya < 1994) assembled monthly data on 
India's expans and imports and ‘could not 
find any structural change in any of them'. 

Exchange Rath ns-A-m Dollar and SDR 

Over the period of our study (June 1991- 
August 1994). the exchange rule of the 
rupee vu-o-Wj the dollar and SDR declined 
signifkaMly: Rs per US dollar (RaDfi and 
Rs per SDRiRsSdr) rose at the monthly 
im e n pf rates of 0.88 and 1.02 per cent 
( res pe ct ively )■• However, the bead* »e not 
smooth fat the name of introducing fulfy- 
(ledped bee mmket rates, the rupee was in 

“ " * • ■ 60-1_ WtM. »— — Sa Vt 


rose to 31.“23 at the end of March 1993 
and Rs per SDR rose from 36.05 to 43.65 
during the same period - about 20 per cent 
change (International Financial Statistics. 
September 1993:81). 

In each case, the dummy variable analysis 
shows a strong evidence of an upward shift 
in the intercept (indicating a devaluation in 
March 1993) hut no significant evidence of 
a shift in the slope after February 1993: 
log R.sDI, a 3.21 + 0.0031 t + 

<235 48) (2.86) 

0.23 D t - 0.0030 D + u, <9) 
(5.18) (-1.71) 

where 

R- * 0.92. D W = I. i 7 and F(3.35) = 144.81 
log RsSdr, = 3.45 + 0.0090 t + 0.37 D, 
(71.74) (2.58) (2.59) 

-0.0094 D, .t + u, (10) 
(-1.49) 

where u = 0.74 u,, ♦ C, 

(6.99) " 

R* = 0.91. DW=2.I I and F(4.34) * 92.34 
(Intercept dummy D, = I since March 1993 
and=0 otherwise: slope dummy. D .1 varies 
accordingly) 


Perron (1989) test confirms that the 
exchange rates. Rs per dollar and Rs per 
SDR are trend-stationary with structural shift 
after February 1993:* 

Perron statistic (in the case of intercept 
and slope dummies) » -13.18 for Rs per 
SDR and »= -84.80 for Rs per dollar. 

Perron statistic (in the case of only 
intercept dummy) = -13.20 for Rs-pcr SDK 
and * 77.72 for Rs per dollar. 

CONSUMER PRKT BEHAVIOUR 

During the period under study. India 
experienced a steady rise of prices. The rate 
of rise in the price index based on monthly 
averages of India’s consumer prices! IP) has 
been found to he 0.74 per cent per month: 4 
log IP, = 5.13 + 0.0074 t + u, (II) 
(422.70) (14.40) 

where u, * 1.28 u, ( - 0.44 u,, + E, 

(8.93) 1-3.07) 

R' = 0.99. DW=2.36and F (3.35)»1662 4 
The inflation ol India's consumer prices 
remained steady throughout the period ot 
study. There was no evidence of accelerauun 
or deceleration after the March-1993 


Tariji I. Recrcssk*. Analysis r* Inina'* Exrotm and Ismum. Jivic 1991- Aowtrr 1994 
(Basedon Log-Value*) 


Dependent 

Regression 

R 

DWstnt 

Fstal 

Procedure* 

Variable* and 

Coefficients 





Regressors 

(l-volues) 





1 Exports (Values in US $) - log values 




Iniercepi. a 

5 92 (6.53) 





Time, i 

0.0075 (2.42) 





log RsSdr 

<136(1 39) 

O 76 

1.78 

40M 

AR (1) 

Intercept, a 

5 2H 14.321 





Time, i 

0 0090(4 17) 





log ReSdr 

0 4011 56) 

0 76 

I.7K 

41 II 

AR <11 

Intercept, j 

(48(1 44) 





Time, 1 

0 0061 (| 24) 





log REERX 

O 941) 51) 

0 76 

24) 

23.43 

AR (2) 

Intercept, a 

361 (| 4|) 





Time. I 

U(X)69(| 46) 





log REERT 

0 90(1 .381 

0 76 

2 42 

22 95 

AR(2) 

II Imports (Value* te US $) - *g vafa 

MS 




Intercept, a 

8.30(10 28) 





Time. ( 

0.0099(4.10) 





log RsSdr 

-0.271-1.17) 

0.54 

I.X8 

23 59 

OLS 

Intercept, a 

9.12(8 84) 





Time, t 
log ReSdr 

00091(6.16) 
-0.37 (-1.70) 

056 

192 

23.50 

ots 

Intercept, a 

1056(3.86) 





Time. I 

0.01(204) 





log REERX 

-0.81 (-1.15) 

0.23 

t.9M 

5.08 

OL-S 

Intercept, a 
Tiree .1 
log REBUT 

1.77 (2,78) 
0,0075 (133) 
-0.35 (-043) 




OLS j 


0.20 

1.89 

4,32 
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devaluation. Thin can he confirmed by the 
dummy variable analysts: 

108 IP, * 5.14 + 0.0073 l - 001 D, + 
(369.65) (7.36) (-0.35) 

0.0004 D,.t ♦ u ( (12) 

(0.23) 

where u, » 1.26 u ( • - 0.44 u , + £ 

(8.76) (-3.05) 

R 3 «0.99. DW«Z.34and F(5.33) = 993 45 
However, it must be recognised that the 
ircnd exhibited by the senes of India's 
consumer price index is stochastic - a 
random walk with an upward drift The 
values of DF statistic and ADFtl) statistic 
arc -2.15 and -2.0H(respectively)' 

In fact, the consumer price scries is 
difference-stationary IDS) The values of 
DFand ADR I) statistic are -4 4,3 and -2,98 
whereas the critical values are -2.9422 and 
-2.9446(respeciivcly) The- rate ol inflation 
is now re-estimated through titling a DS 
model* 

log Y - log Y ( , = h + (u, - u, ,) (13) 
Through the procedure ol lifting a DS 
model, the rate ol inflation is estimated to 
he 0.82 per cent per month with (he value 
ol the t-statistk a 6.74 
Interestingly, the senes ot consumer price 
index of the industrially developed countries 
(DP) was also found to be difference - 
slationary. Fitting a DS model, the rate til 
consumer price inflation in the industrial 
countnes was lound to be 0.23 per cent per 
month tthc value ot t-statistic = 6 84» This 
rate ol inflation is much lower than the 
rate of consumer pnee inflation in India 


BfcHAVKHH l* RF.AI. Ext IIANta Raiis 


After a discussion ol the behaviour of 
nominal exchange rates and prices comes 
the question whether the price inflation 
offsets the eflcci ol exchange rate adjust¬ 
ments. A devaluation reduces price' ol 


export goods in terms of foreign cutrcncies 
and increases the prices ol impoii goods 
in terms of domestic currency. A general 
rise in domestic prices nullifies this eflcci 
ot devaluation. The concept o! real exchange 
rate is designed to measure the net el loot on 
die competitiveness ol domestic goods in 
national and international markets. 

Special Drawing Righis ol the mcmbci 
countries at the IMF (SDRs' are now used 
#* a kind of accounting money The value 
of SDR depends on the value of the basket 
ol currencies of nvyor industrial countries 
vuch as the US. the UK. Germany. France 
Japan, c*c. the rupee value of SDR. Rs pet 
SDRcanheuaed to construct nrealexchangc 
r »ic senes(ReSdr) by using the relative pnee 
(Jefiamr - the consumer price index ot 


Indiat IP) divided hy the the consumer price 
index of the industrial countries!DP) 

fc52?tia0r * DRIP '' 4) 

* , t **1 —•dsnthat 


gives us a rough indication of Ihe behaviour 
of the real exchange rate of the rupee 
{vis-a-vis the currencies of major industrial 
countries) on the basis of readily available 
data. A nse in the index implies a real 
depreciation of the rupee Wj-a-virtheSDR - 
roughly speaking, prices of Indian expons 
fall in terms of prices in the major industrial 
countries and prices of imports from these 
countries nse in terms of prices in India. 

The real exchange rate senes. RcSdr 
exhibited a rale ol growth of 0.53 per cent 
per month (indicating a real depreciation ot 
the rupee).' 1 However, the dummy vannble 
analysis shows signs of structural shifts in 
slope and intercept parameters after 
February 199.3- 

log RcSdr, = 4 74 + 0.0026 t + 0.35 D, 
(161.71) (1.16) (3.841 

- 0.0084 D, t + u, (15) 
(-2.18) 

where ii = 0.55 u +■ t 
(4.12) " 

R = 0.81. DW=2.<>4 and I- (4.34i = 42.30 

These es(ima(cs show thni there is no 
strong evidence of real - depreciation of the 
rupee before February 1993. due to a 
devaluation in the next month, the RcSdr 
rose to a new height indicating a real 
devaluation of (he rupee. Alter that there 
was a sicady real appreciation of the rupee. 
The estunateol Perron icm statistic 1 = -13 57) 
confirms lhai the residuals of the above 
regression are stationary 


From this rough measure of real exchange 
rate behaviour, let us now turn to a more 
precise measure. From the RBI Bulletin 
(October 1994). two series of real effective 
exchange rates are available over the period. 
February 1992 u> June 1994. in order to 
calculate the real effective exchange rale, 
data on bilateral exchange rates of the rupee 
- the values of Indian rupee in terms of 
currencies of India's trading partners - are 
needed. The bilateral exchange rates of the 
rupee are calculated as SDR-pncn of 
currencies of India's trading partner* 
divided by the SDR-price of Indian rupee 
The RBI selected a sample of 36 countries 
which provided a market for three-fifths of 
India's exports to and imports from the rest 
of the world. 

For calculation of real etfeetive exchange 
rate, the SDR-price of currency of each of 
36 major tradi ng partner* of India is deflated 
by its consumer price index (which reflects 
the price Indian exporters face in ifut country) 
and the SDR-price of the rupee is deflated 
by India's wholesal ■ price index (which 
reflects producers’ cost in India). Thus the 
real' SDR-prices of the currencies are 
obtained. The ratio between Ihe 'real' SDR 
price ol currency of each of India’s trading 
partners and the real' SDR-price of the 
rupee gives the real' bilateral exchange rate 
of the rupee. The real bilateral rates are 
aggregated by u>mg weights. An appropriate 
scale is chosen to make tb- base period index 
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as 100. For the RBI aeries. 1985 is the base 
year. 

For weighting purpose, two sets of alter¬ 
native weights are used. One set of weights 
is based on the shares of the 36 trading 
partners as market for India's exports. The 
other set is based on the shares of these 
countries in India's total trade (export plus 
imports). Accordingly, two series of real 
effective exchange rates (REER) are 
available -export-weigh ted REER, REERX 
and trade-weighted REER.REERT. A rise 
in the index implies a real appreciation of 
the rupee. 

During the period. February 1992 to June 
1994 (for which data are available), export- 
weighted REER. REERX rose at the monthly 
rate of 0.70 per cent whereas the trade- 
weighted series. REERT rase at the rate of 
0.64 per cent. 7 There was no evidence of 
structural shifts in slopes and intercepts after 
February 1993: 

tog REERX, = 3.84 4 0.0099 t 4 0.02 D, 
1143.58) (5.89) (041) 

- 0.002 D, .1 + u, (16) 
(- 1 . 02 ) 

where 

R s = 0.90. DW= 1.42 and F(3.24) = 80.72 
log REERT,=3.93 + 0.0071 t -0.04 D,+ 
(162.60) (4.64) (-1.14) 

0.001 D,.t + u, (17) 
(0.60) 

R J * 0.90. DW =1.48 and F<3.24>* 82.43 
To compare the behaviour of the teal 
effective exchange rate series with that of 
our real exchange rate sene*. ReSdr, the 
same dummy variable analysis of the latter 
has been done over the period. February 
l992to June 1994. Asin the cases ofREERX 
and REERT. the real exchange rate scries. 
ReSdr does not show any change in the ilope 
pa ra meter. But there was a strong evidence 
of an upward shift in the intercept: 
tog ReSdr, *4.84 - 0.00401 + 0.19D, + u, 
(243.77)13.75) (II.92) 

(18) 


where u. ■ 0.86 u . - 0.41 u , * a 
(5.85) (-2.80) 

R » 0.36. DW * 1.92. F(S32) ■ 190.17 
and Perron Stat. * -13.57. 

Interestingly, all the RBI series on 
effective exchange rates exhibit stochastic 
trends. It can be checked on the basis of 
DF and ADF tests. But our series, ReSdr 
are trend-stationary with evidence of 
structural shifts. This trend-stationarity 
holds good over different sub-periods, July 
1991-August 1994 and February 1992 - 
June 1994. Fitting DS models to the 
effective exchange rate series, it has been 
found that the series exhibited no trend of 
statistical significance. 

To sum up, during the current 'liberal' 
regime, the rupee did not show any evidence 
of depreciation in real terms. If at all there 
was a Vend that was one of real apprecia¬ 
tion. This is a clear departure from the 
experience of the 1980s when the nominal 
and real effective exchange rates of the 
rupee showed a tendency to depreciate (RBI 
Bulletin. July 1993. p 968). 

Relationship between Exchange Rates 
and Thai* 

Now come to the question whether the 
exchange rate behaviour can influence the 
values of exports and imports. One clue to 
the answer is the fact that the values of 
exports and imports exhibited a trend- 
growth without any sign of acceleration or 
deceleration after the devaluation of July 
1991. as noted in Equations (7) and (8). 
This can be confirmed again by analysing 
the impact of March 1993 devaluation 
through the dummy variable analysis over 
the period June 1991-August 1994: 

log Xdl, * 7.21 + 0.0082 t + 0.07 D, + 
(128.05) (1.89) (0.39) 

0.0002 D, t ♦ u, (20) 
(0.03) 

where u, ■ 0.47 u,, + t 
(3.28) 

R J »0.75. DW=I.77 and F(4 J4)*28,83 


in the case of the Import aeries Is 
values. 

In view of the problem of oon-itst 
of the residuals of the equation (I*, 
in each case, a first difference equal 
been chosen: 

dlog Y, *> b + e dlog r, + du, 
where d stands for first differencir 

The equation (23) has been fitto 
series of exports and imports for 
the four exchange rate series. Resi 
reported in Table 2. These show af 
the real exchange rate movements 
influence the dollar values of expo 
imports. 

Ill 

During the current regime of inc 
liberalisation and free trade, the nip 
devalued a number of times. Da 
exchange rate of the rupee is now . 
determined (although the RBI reset 
right to operate in the market), 
scenario, the real exchange rate of t) 
in terms of SDR appreciated with occ 
real devaluation. However, both the 
weighted and trade-weighted real c 
exchange rale series exhibited st< 
behaviour perhaps with a drift 
‘real’ appreciation. India's consurm 
index scries also exhibited stochasti 
growth. 

It is not clear how much impi 
should be attached to this fin' 
stochastic behaviour. In fact, tlx 
enthusiasm of finding stochastic tin 
in almost every macroeconomic tim 
has subsided. Most of the serin ft 
exhibit stochastic trends by Nc1k 
P lusser (1982) are now shown to be 
stationary with structural shifts due 
impact of great depression or the wo 
llfftrron I989J. In our study, the po* 
of structural shift wax given du 
sideration. But the question remi 
regard* to the power of the DF an 
tests - the lower the number of obaer 


where u, » 0.90 o - 0.42 u^, ♦ e, 


(5.23) (-2.45) 

R‘ * 0.96. DW - 1.81 F (4.23)* 147.98 
and Perron StaL * -8.24 


The impftcatwn is that the rupee faced a 
teal appreciation (so that the ReSdr rone* 
declined) during February 1992 and 
February 1993; then cane a devaluation 
which shifted the series upwards If the 
whole period of our analysis it considered 
detain* only the June 1991 observation. a 
dear evidence of this a ppre cia tion can be 
found over the longer period July 1991- 
Mraary 1993; devaluation in March 1993 
wuc followed by m accekrariou of this 
process of real appreciation, 
tag ReSdr, - 410 - 00017 t ♦ 025 D, 
(411,49) (-1.901 17 39) 


tog Mdl, * 7.36 + 0.0083 t - 0.14 D, ♦ 
(212.17) (3.02) (-1.27) 
000.76 D, t ♦ * (21; 

( 0 . 8 !) 

where 

R’*0.54. DW-2.06sadFf3.3SMS.98 
For the sake of more rigorous analysis, 
a multiple regr ess ion equation is fitted 
log Y, » a ♦ b i ♦ eJog r, ♦ u, (22) 
where r, » ihe exchange rale series. 

The estimate* of the parameters are given 
in Tabic I. The nominal and the real 
exchange rate senes. RsSdr and ReSdr and 
the red effective e i ch auge raw series. 
REERX tod REERT are the four aftermuJve 
expla natory varidbias over and above Ihe 
time wend. There wet no starisricatly 
Hgnifkant rrt wr e ns l a p be t wee n such of 


the less it ihe powe r 
Moreover, there is the Bays ran cr 
of the DP-ADF teats of MMfcmanty 
tests based an the null hypothesis < 
sfatiammy of residuals are buned : 
the atarnative hypothesis of sutio 
A test has been devised where *h 
hypothesis is one of sutonarity « 
duals. Conducting this type of tc 

conclusion of Mocfcasdcdy by Nets' 
Plotter ( 1982 ) ssas question* 4 ' 
reference see Maddaia 1994). It it:. 
the scope of the present study to a 
type of mm. Hence Ml &M we can 
that the effective mb eeps rare «><** 
shouted uumynof ieM R spte cita on 
Ml there was s trand, to* *» * 




further inveadgation. !f it it decisively 
found that the price* exhibit stochastic 
tread*, it will have serous implication for 
price theory. For our purpose, it is taken 
for granted that the period of‘liberalisation' 
experienced a high rate of price inflation: 
it is much higher than the rate of inflation 
in the developed countries. 

In this scenario of price inflation and 
‘real* appreciation of the rupee. India's 
exports in dollar terms showed a deter¬ 
ministic course of trend growth. Dollar 
values of India's imports also showed a 
similar deterministic course of trend 
growth. But the balance of trade figures 
showed no (rend towards improvement or 
deterioration. 

It has also been observed that the trend- 
growth in exports and imports of the 
current period of liberalisation' is actually 
a continuation of that of the earlier period 
There was nothing in ihc exports and 
imports behaviour in the earlier period 
that called tor a change of tegime. 

Furthermore, there was no direct evi¬ 
dence that the exchange rate behaviour 
exerted any influence on the dollar 
values of exports and imports during the 
period of 'liberalisation' This finding 
tallies with our earlier finding based on 
annual data for the period 197190/41 
(Sarkar 1992.1994a). Thus ihc present 
study questions ihc effectiveness oi 
exchange rate policy as an instrument ot 
trade policy. 

Notes 

1 Em unties of trend growth for exports and 
imports do not differ much it monthly 
seasonal dummies are used in the trend 
equation (If l* fact, only for exports, 
seasonal dummy for March is positive and 
ligmftcaM 

2 The exchange rate senes are on ihc rates 
prevailing at the end of the months In each 
case, tog-likelihood raiio tests suggest an 
AIM t) model. The estimates are obtained 
by fitting the log linear trend equation (I). 
through the exact ARtli Inverse 
IttdpolalwaMethod. Details art skipped 

3 If the starting date of out period ol analysis 
is the end of July 199 (after the iwo doses 
of dmtaKNM) instead of cnd-June 1991. 
the teak cmc fusion does not change much 
The rates of growth ait now osiunatrd to 
be 066 per ccsrt for Rs per dollar and 0 8? 
per earn for Rs per SDR - lower lhan the 
cMtaauhM for the period starting from June 
1991 . Butourobearvation of structural shifts 
i* the Meacept without any shift in ihc slope 
remain intact 

4 U*^ 11 seasonal dummies tor the momhi 
ianiiaiy mNmiamber. the rate wasestimtted 

hi »e •.H pcr tent. Not ail the seasonal 
imsOm w«ra found to he significant. 


regression was run again Now tome of the 
dummies were found to be insignificant. 
Again deleting the insignificant dummies 
we re-run the regres-sion. Following this 
procedure, we end up with the model without 
any seasonal dummy. 

5 LM (12) test confirms that the residuals of 
the augmented DF equation do not have any 
higher order serial correlation. 

6 An AR(I) process has been used To fit 
Equation (I). 

7 An exact AR(1) process was chosen to fit' 
the log-linear trend equation (h. 
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DISCUSSION 


Burden of Marx and Morals 

Aran K Patnaik 


ON reading the differences between 
Sumanta Baneijee (FPW, August 2i. 1993) 
and K Balagopai (EPW. January 7. 1993), 
I am reminded of Antonio Gramsci's 
prophetic statement (hat when the old order 
is being challenged but the new order cannot 
be born, during this period of painful 
interregnum, many morbid symptoms appear 
The difference between Banerjce and 
Balagopai on the question of struggle against 
communalism is very interesting hut 
marginal. Baneijee wants people's move¬ 
ments to demand the Indian state to mobilise 
its coercive wings to suppress Hindu 
communalism. Balagopai wants them to 
pressure the undemocratic Indian state to 
expand its democratic space in order to 
accomplish a secular democratic polity which 
in Cum can cut the toots of Hindu fascism. 
For both, in fact, the unit of counter-politics 
is the reorganised state power. Both of them 
want people's movements to ceaselessly 
strive to strengthen the one or the other wing 
of the state. Thus, their differences arc 
essentially those between two statist 
conceptions of secularism. 

Unlike Baneijee. Balagopai offers however 
a theoretical basis for his statist vision ot 
counter-politics. That is the reason why he 
chooses to distance lus theory of knowledge, 
lus politics of democracy and secularism 
from that of Marxism. But the way he 
distances hit theory has serious problems for 
all people's movements! inspired by Man ism 
or Ambedkarism or feminism) and it is. 
therefore, all the mote necessary to scrutinise 
his theory in relation to the movements 
Today many morbid symptoms - inclusive 
of the ones by the S wmiujis and the Mathajis 
- appear at a time when all sorts of mass 
movements with their varied causes and the 
varied methods of struggle, in their challenge 
to the old order, have burst on the Indian 
political scene. They now range from the 
agrarian movements to those of the dalrts 
and the aifcvasts, and further to the women's 
movements. While the working classes 
occupy the rear seats only, the vanguard left 
i n e g w a li increasingly retreat to die sale 
abodes of western radicalism Till yesterday, 
it was those in the vanguard working class 
who made good ca re en out of the public 
sector aodaftsm, though not wfthoui serious 
difficulties. Bui. hen cef orth, it fat the turn of 
the v a ng u ar d iuteftect a sl s to make good 
c arnet* out of Aagto-Saxoa radicalism, all 
in the name of fareweft to the proletariat 
which is now p aying a heavy price for it* 

- - - 4 hi . - s 


The people's movements are not simply 
too numerous hut terribly sectarian, disunited 
and unrelated lo each other. An agrarian 
struggle frowns at the birth of a dalit 
movement and (reals any critique of caste 
as a divisive force in the course of class 
struggle. A dalit movement dismisses 
feminism as an urban middle class women’s 
problem as if the latter do not have material 
interests in women's questions. U docs not 
even hesitate to show, now and then, 
obnoxious contempt for an adivasi group’s 
nationality aspirations. A women's move¬ 
ment raises the critique of patriarchy, as if 
it does not have anything in do with the 
struggles of the ryots and coolies 
Class struggles themselves havegiven birth 
to all sorts of struggles within the domaias 
of extra-economic institutions like caste, 
family and others. Yet. those engaged in 
class struggles distance themselves from 
other forms of struggle. Class struggles raise 
human consciousness regarding extra- 
economic coercion hut do not hesitate to 
postpone any concrete struggle against the 
extra-economic domains. When these 
concrete anti-caste, anti-gender struggles 
nevertheless arise, they proceed on their 
own and branch otf into several streams of 
anti-cxtra-economic straggles in isolation 
from class struggle. Consequently, all 
struggles proliferate in all directions leading 
to much talk at cross-purposes. Their 
intellectuals show aggression bound by the 
respective narrow-minded objectives of each 
straggle and some even retreat into Anglo- 
Saxon radicalism. They refuse to see the 
organic connections obtained between a dalit 
and a labourer, a dalit and an adivasi, a dalit 
and a woman, and so an. They talk of their 
ideological divisions and heap abuses on 
each other. A scientific scrutiny of one's 
own ideologies is substitutedrby a super¬ 
stitious commitment to it A recognition of 
one's own Ihmtaticm which aw lead (o the 
appreciation of (he others' strength and 
thereby to unity is substituted by a self- 
arrogating discourse. They all draw comfort 
in criticism ot the'others and religiously 
avoid a tfalectical critique of themdm 
that may lead to a definite recognition of and 
relationship with the others. 

These self-arrogating discourses have 
largely led to their isolation from each other. 
Their isolationist ppfk’iw have produced 
powerful languages of poladrica. aeaertioos. 
arrogance, and mentidll tea 

against each other Such intemperate 


pacifism and moraltsm. In fact, many 
intelligent re sea rc h er s ate in search of the 
sources of tolerance after retreating from 
the current intemperate languages of 
reaction and liberation. It is no wonder that 
Balagopai who has been in the midst of 
this chaos over the last two decades 
responds partly like a common being 
terrorised by the self-arrogating discourses 
of liberation and seeks solace in the moral 
domain of love, compassion and tolerance 
for each other. 

When one begins to fed that there is at 
last a critique of the sel f. not simply a criticism 
of the others, one realises that Balagopai 
offers only a moral retreat to the moral self 
and abdicates its political critique. In fact, 
any possible recognition of the possible 
relationships among the various people’s 
movements is snapped oft by a moral 
assessment of their psychic process which 
is seen devoid of any association with the 
material relations. That the problem created 
by Balagopals moralismisaseriousonecan 
tic seen through a simple illustration. When 
i he dalit movements and agrarian movements 
arc at loggerheads, what one notices in their 
psychic processes is adeep senseof division, 
not unity. In the ideological sphere, they not 
merely quarrel but create organised disunity 
Their intellectuals may meet in the seminar 
halls only to settle scores with each other 
Can one however deny that a dalit may he 
a poor peasant and an agricultural labourer 
a data ' Despite their psychic processes ol 
disunity, there exists deep material con¬ 
nections between a dalit and a labourer, and 
so on. There is thus a deep gulf between a 
psychic process and a material relation. This 
calls for an assessment of a psychic process 
beyond itself and in relation to the matenal 
connections. 

This calls for a rc -connection of the 
psychic process with the material process 
not its disconnection as proposed 1" 
Balagopai. This calls for looking beyond 
(the organised) psychic processes of dm 
sion persisting among (fee people's move 
mews into die material realities of then 
unity in diversity. This also calls i"> 
transforming the moral self into the polnm' 
seif and (he moral questions into politic* 1 
ones. This certainly does not call for super¬ 
imposing an arrogant moral discourse '#> 
(he politically disunited people's move 
menu as Balagopai seems to he asserting 
Bor elaboration, tat in now examine ho 
formulation* one by one. 

There are basically three arguments th*i 
Balagopai wems to be propoaiag as s '*' 
thiakiag’t sic) of Man** method. 
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ecu became H lnais consciousness as a 
derivative of material process. Bui. in 
actuality, psychological attributes like hatred, 
scUishncas, violence on the one hand and 
loving, caring, fellow-feeling on the other 
constitute the moral (psychic) sphere which 
is autonomous of the material (physical) 
process. Balagopal does not deny (hat the 
material physical sphere also constitutes the 
human existence. But he denies that u has 
any causal connection feith ihc spiritual 
reality. Yet. he argues, they arc two parts 
of a single process which he does not bother 
to define or elaborate vis-a-vis Marx. Thus. 
Ik argues. “Marx certainly did not ignore 
(be moral history of humankind, hut for him 
this moral history has no parameters of its 
own but is aderi vat i vc of the material history 
This isevidenily not true. The human species 
possesses moral as well us physical 
possibilities-basedon psychic and physical 
structures - both of which it has clahoraicd 
conjointly in Ihc course of its struggle 10 
satisfy its (constantly elaborated) needs. The 
one is not a derivative ot the other ...The 
physical structure is the starting point lor 
its technological evolution, and the psychic 
structure the starting point of its moral 
evolution, both of which are part o( a single 
process." 

The above formulation begs a senes of 
questions as follows. If they arc autonomous 
of each other, how are (hey united 
(connected), why so and by which single 
process'? If they arc independent ol any 
causal connection that Mars proposes, what 
is the nature of their unity'' Balagopal docs 
not seem to be dislinbed by these questions 
The unity between physical and psychic 
processes, being devoid ol any causal 
connection, becomes purely a coincidental 
association. Only coincidental factors lorgc 
their unity. So their unity takes place by 
accidents rather than by necessities In other 
wools, Balagopal presents a dichotomous 
view of matter and consciousness He docs 
not deny their existence but denies their 
causal connections. 

He accepts a la Marx that social being 
deicnrune* social consciousness but doubts 
whether being determines consciousness 
He admits that the idem about equality are 
produced by die struggles against unequal 
social institutions But he dentes that (he 
moral idem like love and hatred, meanness 
wtdfdtowbemg, violence and non- violence 
have something to do with the material 
context*. Note when he concedes to Marx ' 
'orotulabont.heftmmisconstnieslhe latter. 
His anartion dm the ideas of equality art 
hoot out of die struggle* agemtt inequalities 
« a purely voluntaristic assertion that 
suppreuet tew and why struggles 
'tetuefeae art produced by the sooio- 
historical cegpexta- HU Idea ol struggle 
diKonteeta g tern t» root* at the material 
r ‘ ‘ ** - * - ■ ■ “ a* ’ ItiftWHI 


revolutionary it may be, goes hand-in-glovc 
with philosophical idealism. In other words, 
Balagopal docs not recognise any causal 
connection between social being and social 
consciousness, even when he apparently 
accepts Marx. This de-recognition is rather 
consistent with his conscious denial of a 
general materialist argument that being 
determines consciousness. 

Balugopal's formulation is against 
materialism - Marxism or no Marxism - 
which argues (hat all ideas are constituted 
with reference lo their material embodiments, 
not without them. Marxism, too. has 
problems with materialism on this count for 
its neglect of the role of labour in mediating 
between consciousness and matter. But 
Marxism does not deny the above materialist 
premise with which Balagopal has problems. 

AxfiUMnwT II. AtixiNsr Dialectic's 

Paradoxically. Balagopal argues an 
opposite view too that Marxism over¬ 
estimates ihc character of psychic process/ 
human action which is over-privileged 
against nature. According to him. ecologists 
rightly argue that there are natural limits to 
the human praxis, a violation of which brings 
disasters for the human beings. Human 
potential is better realised and expanded by 
recognising the nature's limits to human 
capacity. Marx's concern with the growth 
of productive forces, i e. the growing 
iranstormation of nature and human potential, 
assumes (sometimes) that human praxis is 
unbounded and has limitless possibilities. 
Ecologists have disproved such an 
assumption. Toquotc him. "That the potential 
of human material development is not 
unlimited and unbounded as is sometimes 
implied by Marx has been well brought b\ 
ihc ecology movement. Human potential is 
also not an unlimited and unbounded one. 
as imagined in the wilder of Marx’s ideas 
about communism'’ 

This second argument is against all 
dialectical reasoning - Marxism or no 
Marxism - concerning the relationship 


between nature and nature. For Man, then 
relationship is • many-sided one with that 
of unity and struggle, autonomy and 
dependence, freedom and servility. All ami- 
dialectical ecologists recognise only one 
side of this relationship - the story of unity, 
dependence and servility of humans in 
relation to nature. They thereby fail to grasp 
Marx's many-sided analysis of the nature- 
nurture relationship. Marxism argues that 
human beings cannot be seen as a mere 
extension of the natural species because they 
are endowed with labour- a material capacity 
for conscious purposeful activity - which 
enables humans to assert their autonomy 
vts-a-vis nature while, at the same time, 
being dependent on nature’s resources to 
fulfil their needs 

Since Balagopal docs nor rec ognise Marx’s 
dialectical reasoning, he neglects one side 
of Marx's analysis which emphasises how 
human labour to be creative is dependent on 
nature and is in fact in umty with it He also 
distorts the other side of Marxian analysis 
which argues that despite human dependency 
on nature, labour phys a crucial rote in 
socialising nature and creating social 
institutions which are not in be equated with 
ihc birds' ncstsorihe busy bees' honeycombs. 
As a result. Balagopal's criticism of Marx's 
method here swings towards traditional 
materialism which neglect, the role of labour 
in transforming nature Balagopal s reaction 
lo Marx is greatly paradoxical. His first 
argument denies ihc cau'd primacy ol the 
material (physrol) process over the spiritual 
(psychic) process and claims that both the 
processes arc independent. His second 
argument accepts the primacy of nature 
t matter) over human praxis (consciousness) 
but denies Marx's claim for the autonomy 
of human beings in transforming nature. The 
former formulation is against materialism. 
The latter formulation is materialistic and 
anti-dialectical. BalagopalsreadingofMarx. 
thus, reveals the dichotomous visions of an 
idealist reaction. Both his lorauilatinos 
sharply depart from Mm’s method rafter 
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dial offer any rc-thinking of Marx as being 
apologetically claimed by the author. 

Argument III: Randomisation of History 

Balagopai asserts that history offers infinite 
goalxand unlimited, unbounded possibilities 
with no Final victor or final vanquished. 
There are only smuggles which ceaselessly 
carry forward the infinite possibilities in 
history. Any hope to realise specific goals 
with a definite course of action, as Marx 
proposes as a lesson from history. is nothing 
but an utopia to end one nightmare only to 
begin another. Balagopai thus says, “Struggle 
against oppressive social structures, and the 
reconstruction of society on the basis of co¬ 
operative and egalitarian relations, are 
evidently linked not through the dictatorship 
of the last victors but through the cultural 
possibilities opened up by the successive 
struggles, and there is no last struggle nor 
a millennial victory". In other words, simply 
said. Balagopai implies that there are 
struggles without definite goals and there 
are only successive struggles against multiple 
structures of domination Here, he offers a 
normative hypothesis without any empirical 
proof. 

tn Baiagopal's history, struggles exist 
without determinate goals, goals exist 
without ultimate aims: aims exist without 
any dream for achievement There arc 
however successive struggles with cultural 
possibilities. If there are only snuggles waged 
in succession, it obviously implies that there 
are also structures of domination and 
exploitation existing in succession. No 
struggle can thus put an end to domination/ 
exploitation. There are only successive dal it 
movements, successive women’s move¬ 
ments. successive peasant movements and 
so on. This implies that none of them do (and 
caul put an end to successive caste 
domination, male domination, serfdom and 
so on. Since there are no last victors, there 
arc also no last vanquished which in lum 
implies that there are no possibilities for 
ultimate liberation for a dalif a woman, an 
adivasi and a worker. No dalit can cease to 
be a dalit. No brahmin can cease to be a 
brahmin No woman can cease to be 
gendered No worker can cease to be a 
worker. No adivasi can eease to be an adivasi. 
They cany out successive struggles with 
immense possibilibes of discov er ing that 
they rem a in in their respective position* at 
the fail of dusk everyday. So Balagopai’* 
history of successive struggles with rubral 
possibilities finally creates impossibilities 
for ffberattonf s). Thus hi* theory of struggle 
has no conjoint theory of Hberarien Aay 
aoBonof liberation associated with snuggles 
ts condemned at a millennial dream usually 
e n t e r ta in ed by the peasants and Marxists 
with whom the working daw fortunately 
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minate history. It is a history without any 
specified destinarioitfs). His theory of 
history thus results in randomisation of 
history, its processes, its struggles and its 
destinatioofs). 

Baiagopal's struggle, premised on his 
separation of psychic process from material 
process (see Argument I), aims to transform 
morel consciousness in separation from (if 
not. in rejection of) material process. His 
idea ot moral domain recognises the tension 
between vices and virtues, super Ego and 
Id and aims to suppress vices by virtues. 
Haired, violence, meanness and falsehood 
arc human vices in perpetual conflict with 
virtues like love, kindness, sacrifice and 
truth. The struggle in moral domain aims tn 
suppress the former by the latter. Since the 
moral domain does not have material 
embodiments, if Baiagopal’s logic is carried 
to its extreme, one can perhaps infer that he 
imagines to carry out moral struggles 
successfully without struggles in material 
spheres. What is then the necessity for 
transformation of ’material process’’ 
Balagopai does not query this because he 
has removed any criteria relevant to justify 
the necessity of material transformation. 

The moral domain and I he moral struggles, 
autonomous as they are from material 
institutions, should he in a position to create 
moral structures to subjugate human 
selfishness on their own. In other words. 
Baiagopal’s notion of struggle is purely 
politico-moral and it has nothing to do with 
material struggles at all. 

It may be interesting to note that thccriiiquc 
of the mural domain, mural struggles and 
moralism is common between Marxism and 
Feminism. Their struggles, separately 
though, aim to transform ull moral questions 
into political ones through systematic 
critiques of capital, state and patriarchy 
Marxists cannex but agree with the most 
elegant feminist slogan the person is the 
political’. With Baiagopal’s moralism. the 
person now resurfaces as moral being with 
virtues or vices which are formed independent 
of socio-hi stone al processes likecaste, class, 
slate and patriarchy The jjprson comes 
virtue* subjugated by vices which in lum 
are unconnected with the material insti¬ 
tutions Anti (fie person s transformation, 
unlike the preachings from the salvation 
'ashrams’ in Puodtcherry or daewhere, does 
not require moral preachings but straggles 
through persuasion, education and creation 
of social structures in order to finally 
subjugatc’vices with virtues 
Baiagopal's moral retreat cannot be 
brushed awde w another traditional reaction 
tM Mw ' »*f *t«U0M « nun ls anrirenN|ig tttt l l fl fl rt 
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political retreat - a retreat fit 
intemperate languages oftiboretidsp 
by all people's mov em ent s , his so 
as a retreat from their respective < 
tendencies, from their respectk 
arrogating discourses and frog 
respective super-egos. It is a retreat f 
orthodox communist-style self-ci 
which is nothing but a criticism of 
failure to criticise the other or else 
criticism done at an irrelevant tin 
orthodoxy is now widely practised 
dalit movements and eco-feminist 
menu which also exhibit terribleinte 
towards even a small-time t 
sympathiser in a seminar hall. One n 
through Baiagopal’s retreat such 
political issues inhibiting all p 
movements - their failure to I 
themselves from many oppressive f 
and their failure to be dialectical 
critical so that they recognise and : 
each other in a conjoint prognui 
liberation. It is certainly time for 
introspection, not for a retreat fror 
In this introspection, there is no r 
any nostalgia for the classics of hi 
materialism. There is also no room 
unfair practice ol reading the con 
movement hack into the classical 
lions, tor there is no one-to-one relat 
between any theory and any practice 
the scale of classical Marxism n 
expanded to incorporate the new nut 
psychology ol genetic cunsctousm 
hedonism on the one hand and 
materialist anthropology of ittdi 
gender, race, dalit and ecology on th 
it cannot be denied that the classical i 
especially of Engels, into some t 
questions have been largely lost Mg 
the idealistic excursions of the Bo 
and the western Marxisms. Such p 
excursions cannot he wholly confusi 
I he revolutionary materialism, even 
as Perry Anderson argue*, the value 
former tn wiping out the vestiges of fin 
in the vast backyards of the liberal ' 
bourgeoisie cannot he wholly dew 
this extent, the communist project Im* 
positive contributions. In this anti 
project, the European bourgeoisie ht 
shown any interest a ny where in it 
work! notwithstanding the case of 
Korean except lonisra Bo the hunter 
anti-feudal project falI* on Kart Mi 
not on Ma« atone insofar as the 

societies sNconeeread. It eaBi for r 

certain hruadminderhnii on the part 
Marxists here to reco gnia e th* suen 
a u tonomy of these p rogn wi vs oomp 
m the dalit movement, sromea’s **>' 
and adtvan struggles and atm »ttc 
responreontfctpnrtofmhML •dHlw 
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Saving the Creditor 

The strategy fpr dealing with the international debt crisis facing the 
developing countries, worked out and implemented under the aegis of the 
IMF and the World Bank, is deeply flawed for several reasons. It has 
served the creditor nations and their commercial hanks very well, but has 
tailed to tree the debtor nations from the predicament in which they arc 
trapped. If alleviation of the debt crisis is indeed the objective, them the 
present strategy needs to he fundamentally reviewed. 1241 

Polyphonous Voices 

Indian writers in English should not he seen in a privileged relationship 
with writers in the regional languages, nor is the relationship one of 
competition. There is space and validity for both kinds of experience. 1250 

Economic Reform and Industry 

In assessing the impact of economic reform on the industrial sector, u is 
particularly relevant to focus on three aspects: (a) the policies affecting the 
structure of the manufacturing sector, (b) the policy on privatisation, 
and to the policy with respect to foreign investments M-3* 
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US Decline 

TV- IWtts witnessed a major 
restructuring nl the US economy, 
resulting mu only irom the decline 
ol (IS hegemony internationally and 
i he increased penetration ol external 
economic ton es in the US economy, 
hut uiso. and enlicalty. irom the 
policy changes brought about by the 
Republican wJministrations ot 
Reagan and Bush _ 1216 

Wrong Signals 

State electricity hoards set dilTctcni 
sectoral electricity tarifTs. hut the 
sectoral vanatious di' not serve the 
purpose ol providing the right 
signals to reflect the scarcity 
ot clcetricity and promote 
ctcctricity conservation M*55 


De-U totalised Science 

( ontrarv to popular perceptions, 
technology and .scientific research have 
become less ’global'. it that term ts 
ii,oil to include the neh and poor 
people within nations and the rich and 
poor countries internal ionatly. The 
unequal control over knowledge has 
been consolidated hy the rich and this 
ten rcwfcxJ in social unJ psychological 
damage m jhcjxay._1229 

Congress Split 

With the Congress split, ihc , 
opportunities Tor political mobEkatthn 
to funher the intererts ut (he Wife 
majority of the pcopfe; have recreated. 
The challenge before the k* and 
centrist (write* is wreaked* tang 
of these poKMbihtie* wMrem 


Unaccountable 

The constitutional position ol the 
Compirollcr and Auditor General is 
becoming a sinecure lor retired T 
government secretaries with political 
influence, with disaxlnxa conscquencct 
for the financial as-, oumabdity of the 
centra l and slate go vernments 12 23 

Unwanted Reservation? 

Is there a case torcoiuimiing the policy 
ol reservation of pameular product lines 
exclusively for small-scale units? An 
examination of the evidence M*51 


Untouched Terrain 

Despite the euphoria about the 
growth of the capital market m recent 
years, there is need for fmaneiai 
irmovauons in terms of new 
instruments to promote the equity 
cult m and mobilise funds from rural 
and semi nit al areas which haw 
heal barely tou ched w> fa r._M-4S 

Excise Reform 

The signals *cm «« hy the WS-96 
budget on reform ot umoo excise 
duties are far f are re aw a r i ag . IW 

Tb the Defence 

In norther country doe* tire -tuur- 
ggofcto act *> swifttv md daemvaty 
when q perevntv ttsdf 
to be threatened *t w franps. The 
recent presidential election 
prpvtdudjttBhej proof -jf this, 
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LETTERS TO EDITOR 


States Quote NGOs 


ANIL Bhatt in his article (April 22,1995) 
rightly points out that among other thing* 
that voluntary orgamsatkmt (VO*) have to 
do in order to improve governance ii to 
reduce their d e p en d enc e on foreign foods 
and involve themselves in political activity. 
This is very true as the rote of VOs is to act 
as agents of change which cannot leave 
them apolitical. 

There are several reasons for VOs 
remaining apolitical. Firstly, the Foreign 
Contributions snd Regulation Act specifies 
that the VOs should not in anyway be 
connected with any political activity. 
Secondly, foreign funding agencies do not 
want lo fond activities which would bring 
tibout genuine social transformation through 
political initiative, and instead insist on the 
welfarist approach. Thirdly, accepting 
foreign foods makes VOs susceptible to 
various charges of being an agent of 
imperialist designs. Fourthly, foreign 
funding has made life easy for the VOs «i» 
are now ready to be co-opted into govern¬ 
ment structure. In fact the VOs came into 
existence in the 1960s to oppose the 
o pp ressi ve development by the stale. The 
VOa have lost their critical insights and 
have becom e agencies of i m plemen t ation. 
This power to critique stems from political 
freedom. The VOs have to realise that 
their role is that of a critic and therefore 
potttical activity of any aort which could 
achieve what they aim for should not be 


Som e y ea rs tgo in this very journal Bharat 
Jhaajhanwtla had propoacd that NOOa 
Aoaid form a from to fight elec tions , He 
was sure that NOOs would get one-third of 
toe amts since people were tooting for men 
with integrity and principle Though this 



and toe arrival of toe age of o on hti o m But 
is it poasibie for NGOs to poac a common 
from, as Jhastjbuewaia suggests? Shaft 
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even VOa with c rednntiah often behave 
tike bureaucrats or private business houses. 
For i n sta n ce, there is wide Asperity in the 
pay suucturcof VOs sod this they justify by 
making comparisons with ifanilar positions 
outside the voluntary sector. The VOs try to 
get the most by giving the least 

BunSTONOMMiA 

Bombay 

Seminar on Mandsm- 
Lentnten 

AN international seminar on ‘Marxism, 
Leninism, Mao Thought and the World 
Revolutionary Struggles' was held in 
Hyderabad from March 9 to 12. Though the 
seminar had pertidpants from nil parts of 
the world, it was largely ignored both by the 
press and the intellectuals in India. 

Whal was unique about the seminar was 
that all the speakers were activists of 
Marxist-Leninist parties. It is probably for 
the first time in India that such a large 
number of Manist-Leninisi activists could 
meet at one place and exchange views about 
die revotatkmary situation in their respective 
countries. 

The speakers at the seminar were Ludo 
Martens and Nadine Rosa-Roaso from the 
Parti, du Travail of Belgium, Stefan Engel 
from (he Marxist Leninist Party, Deutsche, 
Necna Andreeva from the All-Union 
Bohhevtk Party of the erstwhile Soviet 
Union, Roger Kalala from the Union De In 
Mouvance Progressist* (Zaire), Carlos 


Bchague from the Ptrtido Cooununi 
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Hassan from the Bangtodashar Sarny tb 
Dal (ML), Badruddin Umar from 
Democratic Revolutionary AUi»i 
(Bangladesh) and a speaker from 
Marxist-Leaimst Party <f Nejpal. 

The spea kers from India whoae p«p 
were p r es en sn d, were from the CPl(v 
Peoples Wgr. K Ramachandrea, Alt 
Mukhetjee, Kurshid Anwar. Madhu i 
Anand, all from the CPI (ML) lanashs 
Oautam Ohosh from the Sangrami Shnr 
Maach and Vaskar Nandi from the P 
CP1(ML). The delegates from the CPlfV 
Peoples War S Appa Rao M BalakrisJ 
and P Sudhakar Reddy are underti 
prisoners in the Hyderabad < 
Secunderabad jails. They were not alios 
to participate in the seminar and sent di 
paper through their rep res entatives. 

The topics coveted in the seminar nui| 
from ideological issues facing t 
revolutionary struggle, the struggle tgu 
revisionism. Marxism-Leninism in Aft 
to the special features of the Indi 
revolution. 

TlreCPRML) Janashakti whkhorgsnu 
and hosted the seminar, plans to puMisb i 
papers presented in a book. Peru 
requiring further information about t 
seminar and the papers can urrite to S Km 
Vimochana, Plot No 99. Lalita Ntg 
Hyderabad 500044. 
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lonetary Policy Muddle 

; THEN the economic reforms were launched, it was 
▼ repeatedly emphasised that the centre-piece of the 
itegy to improve the macro-management of the economy 
s “acrediUe fiscal adjustment, to be followed by continued 
*1 consolidation thereafter”. Towards that end, under the 
nd by ar r ang em en ts with the IMF and the World Bank's 
neutral adjustment loans, the government had committed 
•If to reducing its gross fiscal deficit from 8.4 per cent of 
)P in 1990-91 to 6.5 per cent in 1991-92, 5 per cent in 
92-93, 4.7 percent in 1993-94 and then stabilise it at 3 per 
it in subsequent years. But now the finance minister is 
ging a very different tune. In a recent discussion in the 
jya Sabha, Manmohan Singh cautioned MPs against loo 
lid a reduction in the fiscal deficit which, he said, would 
d to unemployment. “As a government, we have to have 
alance and have deliberately adopledagraduaJist strategy', 
told parliament. This is making a virtue of necessity, or 
her of helplessness. The finance minister has tried to 
ntrol the fiscal deficit and failed miserably and is now 
wring up the failure with talk of a ‘gradualist strategy'. 
Vhat needs to be highlighted is the heavy price the country 
i the people have had to pay for this fiscal misadventure, 
ice no serious efforts were made to curtail non- 
wtopmental expenditure, the brunt of the government’s 
empt to reduce the fiscal deficit had to be borne by 
xl lie live expenditure. The government simultaneously 
ccted sharp reductions in indirect and direct taxes, accepting 
ep revenue losses in the process. In the circumstances, 
m the very outset the targets of reduction of the fiscal 
licit were out of the government's reach. In 1993-94 when 

; grow fiscal deficit was to have been 4 7 per ceni of GDP, 

tinted out to be 7.7 per cent 

According to the medium-term adjustment programme 
reed to with the IMF and the World Bank, the fiscal deficit 
aid have tom cut to 33 per cent of GDP in 1995-96, but 
f»ct it is unlikely to be less than 6 per cent 
What it more, the government has been supremely 
"Aslant about the rf*'— of its simultaneous pursuit 
fiscal Hfirtr and tea lives ways for the well-off. Most 
portiM of theoe have been the massive revenue deficits, 
*P"g between 3 J and 4 1 per cent of GDP. The govern- 
an’s revenue deft ek s have been the single most important 
***n-inoii<lhll] fas llm Ian dissavingsector 



resources remained are in fact channelled into saving and 
capital formation. 

The government has been more intent on playing to the 
gallery, as exemplified by the highly-publicised 'agr eemen t* 
with the Reserve Bank of India to phase out the government’s 
access to ad hoc treasury bills over a period of three yean 
from 1994-95 to 1996-97. The government would thus cease 
to have direct recount to the RBI for financing its deficit and 
would meet its requirements entirely through borrowing 
from the market The net of issue ad hoc treasury bills was to 
be no more than Rs 6,000 crore in 1994-95, with the further 
provision that if the ou t sta n di n g level exceeded Rs 9,000 
crore for more than 10 consecutive working days at any tone 
(hiring the year the RBI was to bring it down below the 
specified ceiling by auctioning treasury bills or by setting 
flesh dated securities in the market With the objective of 
eliminating the system of ad hoc treasury bills by 1997-98, 
the agreement with the RBI had provided that “smuJar 
ceilings for the net issue of treasury bills vail be stipulated for 
1995-96 and 1996-97”. While the budget for 1995-96 has 
placed the budget deficit aiR* 5,000crore, the revised ceiling 
on ad hoc treasury bills outstanding at any point of time 
during the year has not been indicated. It has not taken long 
for the reason for this omission to become evidenL 

By early April the government's recourse to ad hoc treasury 
bills had already touched Rs 9,000 crore and perhaps even 
gone beyond that level and this situation continued in the 
second week of the month. Bow the technical requirement of 
observing the limit of Rs 9,000 crore (which should in fact 
have been towered this year) hat been sa tisfi ed it not known, 
but that the government is in a tight spot is becoming evidout 
from the trends in its recourse to the RBI. Net RBI credit to 
the government shot up by Rs 9,217 crore in the week ended 
April 7 and row further to Rs 10,323 crore by April 14, 
Rs 11,750 crore by April 21 aadRs 12,022 crore by May 5. 
This order of net RBI credit to the central government ia the 
initial weeks of a new fiscal year is unprecedented. Hut Met 
bulk of net RBI credit to the government so far this year hac 
been on account of ad hop henr y bids ta evident froaa to 
fact that till May 5 the devoivemeut on die RBI had been only 
Rs 41 crore, SOL transac ti ons do not show any pu rrhmc of 

I-1 1 —fin by %■ flTI m pro aanmanil grtraa. 

under the RBI's apau c anto aperwfeas a acarttt ea worth 
Rs 558 crore had been soid towards to end of ApriL 

The go v ernm en t and to RBI have been farced to adopt 

certain aadr-nato measures to Wl out to gomamefs 

fiMocat whfie keeping up to appearance of adtarfm to to 
odBto on nonane mwl to: nmm MB* The BRI MSuwi 











ancxceptkawBy high coupon rate of 14 per 
cent on (talc government securities which 
attracted subscriptions of as much as 
Rs 3.017 crorc against the notified amount 
of Rs 1.500 erure. The entire subscription 
amount has been retained. On the other 
hand, out of a total amount of Rs 1,750 crorc 
collected by the central government from 
auction oW I -day treasury hills, only Rs 103 
crone came front competitive bidders and as 
much as Rs 1,342 crore was collected from 
non-competitive bidders, mostly state 
governments, and Rs 305 devolved on the 
RBI. The result of the government taking 
recourse to auction of instruments at market- 
related rates ol interest has been to push up 
yield rates on government'securities and 
treasury bills to levels which have no 
justification. Apart from the 14 per cent 
which the state governments have been 
forced to pay. the yield rates on government 
ol India securities in recent auctions have 
been 13.25 per cent *m the live-year 
securities offered in conversion of 364-day 
treasury hills turn! even then only about 22 
per cent of the outstanding hills ol Ks 7.603 
envc were converted). 13.75 per cent on 
10-vear government stock 2005 which also 
did not manage to raise the full amount ol 
Rs 1.000 crorc and 13.80 percent on seven- 
year government stock 2002 which got rally 
Rs 694.50crorc against the notiticil amount 
ol Rs l.5(X) crorc, with the RBI having to 
subscribe to the balance of Rs 805.50 crorc 
Clearly, the government's fiscal and 
monetary policies arc nearing the end o! 
their tether. The fortuitous circumstance ol 
high liquidity in 1993-94 and I ‘>94-95 
brought about hy large portfolio capital 
inflows front abroad had helped the 
government to cover up the failure of its 
policies temporarily, but now the insuf¬ 
ficiency of domestic saving, which has been 
a major constraint on domestic investment 
Mid growth, has come to the lore once 
again. The unprecedented levels to which 
interest rates t m government borrowing have 
been pushed up will further aggravate the 
government's internal debt problem. The 
attempt to augment liquidity by allowing 
corporate bodies to place their GI3R proceeds 
with local hanks, apart I mm coining up 
against a senes of operational hurdles, is 
patently ill-advised because indirectly the 
government would be using foreign capital 
inflows to finance its revenue deficit 
Instead of guiding the market to .in ept 
realistic rates of interest rat different assets 
based on liquidity and nsk. the RBI has 
encouraged usurious tcnocncivs in the - 
market'and has chosen to passively accept 
the structure of imcrcst rates spawned by 
these tendencies It reflects poorly rat the 
RBI's management of monetary policy that 
yield rales on commercial paper mid those 
on sovereign debt should rule at the same 
levels or thai yield rales on sovereign debt 
should he just a percentage pomi or two 
below the commercial hanks' pome lending 
rales. The Injutdity crunch together with 


has already begun to coratrain investment 
and output. The notion of interest rates as 
equilibrating forces in the funds market, 
which has been adopted mechanically and 
without uny regard for larger social con¬ 
siderations, is today starving the productive 
sectors of resources and hurting the growth 
of the economy. 

The government and the monetary 
authorities must realise that a measure of 
credit rationing is essential and also 
thoroughly unexceptionable if the genuine 
credit needs of the government and the 
private sector have to he met at reasonable 
interest costs. Once ibis is accepted, the 
auctioning of government securities must 
be dispensed with and replaced hy a system 
of realistic coupon rates fixed and announced 
in advance. Second, for meeting its long¬ 
term requirements the government must 
cease relying on short-term debt instru¬ 
ments such as 364-day treasury hills, which 
haveonly served to inflate the government's 
repayment obligations and thus reduce the 
rratm for m.mocuvrc for monclary policy. 
The practice the world over is for 
governments to borrow essentially for 
maturities exceeding It) years and going up 
to 30 years. Money markets in these 
conditions have remained stable and their 
operations smooth. Third, there is nothing 
wrong with ad hoc treasurv hills continuing 
to he a major means ol deficit financing, of 
course with some reasonable limit rat the 
government's recourse to ihcm (say. 0.8 to 
1 per cent of GDP) Despite the Joss of lace 
involved, the finance minister will he well 
advised. Utcrelorc. to scrap the ilcetsinn to 
phaseout thegovemmen , 'sresrai io.kJ hoc 
hills. Is HU Hi. the Rill must take a fresh look 
at the list of players in the money market, 
chopping it ilown to retain only hunks ar.d 
huitk-ltkc institutions Finally.the KBI must 
give up its aversion to sector-specific 
refinancing and rediscounting lactlitics ami 
extend relin.iiKT to hanks against lending to 
the priority sectors which are invariably the 
first to be starved ol credit when there is a 
liquidity crunch The gospel ol intcresi 
rules as the mechanism lire apportioning 
lunds. including to the government lor 
financing development ol essential social 
and economic infrastructure and to the 
priority sectors, cannot Rut have very 
harmful consequences, as is already 
becoming evident. 

CONGRESS 

Reluctant Rebels 

THAT the rump Congress led by Arjun 
Singh and N I) liwan runs a very grax) 
chance of being a mm-stanei was evident 
not only from the flatten witnessed during its 
first working committee meeting m Delhi 
(which wa* boycotted hy m hunt three prom¬ 
inent founder-members of the group), hw 
also (mm the sequence of events that ted to 
rts premature htnh at Delhi's Tafkator* sta- 


■ T i. . ; 

It it now clear from all available 
indication* that the AijunStagb-NOTiwari 
faction haritouredonlytfae limited objective 
of displacing Ntrtstmha Ran from the 
Congim Party presidentship, rather than; 
the wider goal of splitting the party on so-j 
called ideological differences on the 
sanctimonious slogans of secularism, 
democracy and socialist ideals. SoniaGandhi 
was reported to have summoned Arjun Singh 
during the Talk atora convention und advised 
him to avoid a split. But when the Sonia 
Gandhi loyalist went back to the con vemion 
with every intention of acting according to 
her wishes, he found the delegates In an. 
intransigent mood. Their anti-Narasimhj 
Ran feelings having been whipped uphy the 
speeches of their leaders all through the 
convention, they were not willing to listen 
to the haby-tulk of the suddenly chastened 
Arjun Singh asking them to go back home 
as good Congressmen. The delegates 
literally stampeded their leaders into takine 
the decision to form another party h\ 
threatening to take over the conventm/, 
Arjun Singh, who had been clamouring lor 
democratic functioning within the Congress, 
had a taste of democracy at the Talkuion 
stadium. 

Now that the Singh-Tiwari faction ha 
landed itself in the mess ol yet another 
separate Congress Party, it is trying to 
make the best of a had situation. Tht 
faciHm itself has been divided front the 
beginning. N D Ttwart chose to join Singh 
primarily to pressurise Narastmhu Ran m 
withdraw support to Mulayum Singh 
Vaclav's government in Uttar Pradesh, i 
purely local issue for the Congress Party 
Hut. driven by the momentum generated 
by Arjun Singh's rhetoric ami its .ifqwal 
to disgruntled Congressmen, Tiw-o 
wtlly-mlly joined Singh's bandwagon 
Expelled from the Congress, he nttw lu> 
no option hut to remain with Singh, unkv 
he decides to recant and re-enter th< 
parent body - something which Congres' 
men. such as the present external altao 
minister. Pranah Mukherjee. have done 
often enough in the. past. Among 
important ■ members ol the group 
M L Fotedar is reported to have hid 1 
reservations about bringing about a s P*' r 
right front the beginning, and K K Tram 
has publicly announced his resignation Iron 
the new party's working commute*] 
protesting agamvt the manner in which the 
party is being lormed. 

In a bid to salvage the situation- 
Singh-l'twan leadership is rcsttrimp * 
manoeuvres whrcfi are mil Hkcly «' 
much ice with either Nanvumha Ran «r ® 
opposition parties. The new party, if»' * 
one can descriheH as a party.« dogt^ 
ambivalence, Its leaders are mu willing* 
bring down the NanwiHhaRougovermw* 
which should have been the 
conclusion to their m* we*. They 
appealing to Sunk Ott u dW to bring ah* 
puny unity. Anhc tram* rim e (hey att* 



gi inc vun|jviii Party, obviously in 
preparation for the next election*. 

Naruximha Ran, fully aware of the 
ambivalenccanddivision* amraig the leadens 
of the rival Congress. i* playing upon them. 
While expelling the ringleaders tike Arjun 
Singh and N 0 Ttwari. he has refrained 
trom taking action against others who 
attended the May 19 convention, thus 
“keeping the doors open for those who after 
a brief period of disillusionment with the 
i Singh-Ti wan leadership may decide to come 
buck to the parent party. Given the fragile 
nature of the Congress headed by Singh and 
Tiwari. the National Front-Left parties 
combine may not be willing to have much to 
do with it and the two leaders may well find 
themselves in the political wilderness on 
the eve of the next elections. 


BEIJING CONFERENCE 

Uphill Ifesk 

THE decision of the Chinese government to 
move the NGO Forum at the World 
Conference Oh Women to he held in Beijing 
in coming September To a remote and 
relatively inaccessible suburb of the city is 
just one among i number of developments 
which suggest that the NGO Forum in 
Beijing will find it enormously difficult to 
make effective intcrvemioriv or even to 
make its presence Teh .'Over the past year it 
has become increasingly clear that, unlike 
ai the Cairo conference, women NGO 
representative* voices arc likely to find it 
di fTicuh to be heard at the offmal conference. 
For one thing, in the period between Cairo 
and now there ha* emerged a conservative, 
even lundamenujiirt. viewpoint on many 
issues to he discussed at Beijing. fJomc of 
these, such as reproductive rights and 
family planning, were widely debated both 
within and outrode the official torum in 
Cairo. Coupled with this is the Tact that 
governments all over the world are becom¬ 
ing more aware of the threat a ‘gender 
perspective' poses because of the funda¬ 
mental nature of the changes which arc 
being proposed. Encouraging the w» imen 's 
mov fw*w is one thing, but coping with a 
P°** , * c «Ry wticulated threat is quite another. 
Not "kurprisingly, then, the concept of 
gernkf itself is being~t|ucstioaed, with the 
S(U «|W»uu that it he replaced by the non- 
Mttical term sex ’. 

Tbm thin cmuivmmx of a conservative 
"fTemiut hi abo I duty to influence the 
“•Wc of NQO representation became 
'tovious it the 39th »es*ion of the 
Com m i ni m on «Re Sauna of Women in 
York in M a r ch- April, which wax alio 
fl ' e Benina meet. For 

the representatives of me Catholic 
™ ur <* nhjgrt nd 0» the accreditation of 
^U^Ii^OokulkiaiiheUSaiid 
’’milar group ffoarimut America, both of 


ntmngly influenced by the demands of the 
host country. Various Tibetan groups as 
well as Taiwanese representatives have not 
been recommended for accreditation 
because'of pressure from the Chinese 
government. 

The drat! document circulated and 
discussed at the NewYork jwepcotn came 
in for wide-ranging criticism, Most NQO 
groups considered it a step back from the 
document adopted af the Cairo conference. 
A particularly significant omission is in the 
area of reproductive'rights, in rcspqns£_tii 
this, a Reproductive Rights caucus has been 
formed and it ba* formulated a resolution 
on the issue which has now been signed by 
representatives of over 700 women’s 
organisations. Apart from attempting to 
strengthen the agreements on reproductive 
nghts gained at the Cairo conference, tty: 
document also warns (be fundamentalist 
opposition that "women will ms accept the 
imposition of authoritarian, s o-ca lled, 
ethical and moral values that claim to protect 
fife yet in reality deny a woman's right to 
live". The fact that the draft documcnT 
placed helorc the meeting ot the Com¬ 
mission on the Status of Women contained 
an unprecedented number of items at 
bracketed .text (on which there, was no 
consensus) shows that the .Beijing con¬ 
ference will lead to more damaging 
compromises on women's rights by the 
official representatives ol countries. 

The issue of reproductive nglus is of 
course not the only, or even the ma in, f ocus 
ol NGO intervention. For instance, the 
Women's Alliance formed by regional 
networks such as Women in Development 
in Europe (WIDE). Development Alter¬ 
natives with Women tor a New Era 
(DAWN). Third World Researchers and 
Activ stsandnianyiRlicrssSiSstointcrveiie 
in n< ih-south discussions on alternative 
ecoP< ones. The underlying understanding 
is that equality between women and men 
miiM he seen as the basis ft* policy, not 
him its goal. This calls ft* discarding the 
narrow nco-tibcral economic paradigm and 
lor evolving instruments of measurement 
such that women's experience oT econo¬ 
mic distress is incorporated into main¬ 
stream understanding ariff analysfc'White 
the official forum appears inclined to 
discuss such wide-ranging issues, even here 
the concept of gender is* sought to be 
questioned. 

Clearly, the Beijing experience » going 
to be very dttTer0ff Trom mrtier ones for 
NGOs. This is a measure of the extent of 
acwnimodnon that go v er n men t* have tuen 
willing to nwke. h abo brings out the major 
contradiction between women's penpec- 
ttves of rights and economic a fare nativ e s 
and (he state's definition of women's 
equality. The (boner queMfoto #* very 
baits do which canront concepts of 
d e veft qtmnCpmgrcmjpd maat j u ifict ' 



nature of the issues which have been raised 
by the women'7movement. Thus as long as 
themafifibcusof debate - was, say. populatKin 
o r social policy, il was possible to allow tor 
the incorpora tion uf a dfiTerem point of 
view. But when the entire locus is im this 
alternative .global jrerspeefive which is 
premised .pn^assumptions which By 
d efinition question the very basis i*i which 
state structures stand. j{ is then perceived as 
presenting a political threat. TRef aJTcnuiuve 
perspective exposes how patriarchal values 
and social systems Nave been integrated 
within (he global economy. This ts true 
regardless of whether the issue is reproduc¬ 
tive rights or gender equity. Id such 
circumstances, it becomes imperative for 
(he state to confine the discussion on 
alternatives within its own narrow vision. 
And this it is attempting to do by limiting 
the discussions and agreements to the 
standpoints uf governments which, no matter 
what die differences among them, are hound 
by the need to ward off this larger threat. 
Hence the determined message sent by NGO 
women to UN member slates, the UN 
secretariat and the Commission on the Status 
of Women on April T at the end of the 
prepeum in New York: "We will not be 
force d hac k injo the ‘biology is destiny - 
concept that seeks to define confine and 
reduoTwomcn and giris u» their physical 
sexual charactcristics. Wc will hot let thh 
happen - not in our homes, our workplaces, 
odr communities.our countnesandceruunty 
not at the Untied Nations. ’ which women 
around the world ’oak for human right*, 
justice and leadership." 

POLITICS 

Actors and Roles 

A correspondent writes: 

IN the context of the ongoing Congress 
imbroglio, two closely mtcr-reUted topics 
have become the subjects of speculation 
and comment. They arc (il the le a dership 
qualities and performance ofPV Natasmha 
Ran, and (til the rule, actual and potential, 
of Soma Gandhi in contempatrary political 
developments. The mam points made by 
most commentators about these two key 
dramatis personae on the national stage ran 
somewhat » follows. The prime w isian 't 
role is supposed to be flawed by his 
characteristic indecision, tack of com¬ 
munication skills and absence at pro* mat 
charisma. Sonia Gandhi, for her pare, m 
believed to suffer from two pnraunal 
tliiibililtei she has neither political 
exp eri en ce nut t nclnwn o a* . in addrinm «t> 
her betng foreign -bom with * Ctfhafic 
religious background. 

Three may be nothing factmdty wteng 
with thtmc observation*, hut they ate 
rather superficial They run* the wngd 
ting circumstance* inflnenciug the 

klfcs.a ■ a ......-■ —J 



IfRao is indecisive and uncommunicative, 
Che ream may be the dilemma* that face 
him. The policies he has been compelled to 
introduce and implement in the interest of 
the status quo were sure to lead to mass 
discontent and alienation, as indeed they 
have. The real alternative is a radical socio¬ 
economic restructuring, striking deep at the 
roots of vested interests all around, for 
which task his own social origin and 
political upbringing under Indira Gandhi 
and her ton have not equipped him. On the 
other hand, compulsions of our democratic 
polity, that is. the need to garner popular 
votes periodically, keep him tongue-tied 
about his real purposes and often pull him 
back from the actual implementation of his 
basic policies. These paralysing dilemmas 
condemn Rao to indecision. As these are 
not matters to be shared with die public, he 
is uncommunicative. Finally, charisma is 
not something dud always goes with fine 
features and a fair complexion. Often it is a 
function of clarity of thought and firmness 
of purpose and grows out of people’s 
perception of a reflection of their own 
cherished aspirations in the leader’s 
personality- Compared with many other 
leaden of his time. M K Gandhi had few 
advantages of birth or appearance. If he 
scored over the aristocratic lineages and 
features of them all in terms of charisma, 
the obvious reason was Gandhi's respon¬ 
siveness to the spoken and unspoken 
aspirations of the masses. The charisma 
that the two lesser Gandhis possessed was 
really an inheritance from Jawaharlal 


of an alternative set-up which they ham 
aligned with the so-called Indian National 
Congress#) headed by N 0 Thwart. The 
rebels took this step when they were 
expelled from the official Congress after 
they attended the May 19 rally in Delhi. 

While Haryana it a small state and a split 
in die Congress here will have only a minor 
effect on die patty in general, the formation 
of a new Congress is a significant 
development so far as the stale politics is 
concerned, particularly with regard to the 
future of chief minister Bha>an Lai who has 
been ruling the state as his personal ftefdom, 
heading one of the most corrupt state 
administrations in die country. Given his 
well known manipulative skills, which draw 
for their effectiveness on liberal distribution 
of political and financial largesse, Bhajan 
Lai’s authority has so far remained 
unchallenged. The extremely weak state of 
the opposition has further contributed to the 
entrenchment of his position. Only recently 
has the newly-emerged Haryana Vikas Party 
(HVP) of former chief minister Bansi Lai 
begun to present some semblance of an 
opposition to the Congress. The attempts to 
revive die hitherto moribund Rtshtriya 
Samajwadi Janata Party (RSJP) by another 
former chief minister, Om Prakash 
Chau tala, too are fairly recent. As such the 
formation of the INC(l) anil, particularly at 
a time when assembly elections in the state 
are only a few months away, is likely to 
disturb the complacence of chief minister 
Bhajan Lai. 

However, it is too early to say that the 


WhUe the Haryana unit of fee INC#) will 
take some time to evolve ha poticy and 
programme on such issues, what is certain 
it that its emergence is going to warm up the 
political climate in what it politically one of 
the most fluid and non-ideoktgical states 
in the country. 

WEST BENGAL 

Hopeful Sign 

A correspondent writes: 

A RECENT report in a Calcutta daily has 
news value of the journalism textbook 
type as it belongs to the man-bites-dog 
variety. The meek and mild land revenue 
minister of the West Bengal Left Prom 
government,, Benoy Chowdhury, is 
reported u> have put his foot down and 
cancelled an arbitrary order passed by the 
all-powerful and unchallengeable chief 
minister. Jyoti Basu. Apparently, Basu 
had decreed that a 25-acre block seed farm 
of the West Bengal government's 
agricultural directorate at Diamond 
Harbour, along with the set vices of 17 
‘krishi shramiks’ (farm workers), be 
transferred u> Amal Delta, an MP. Dana, 
who happens to be Basu’s nephew, was to 
construct a modern complex which would 
carry out demonstrations and train farmers 
for technologically improving agriculture, 
horticulture and animal husbandry, under 
the newly initiated M^s’ local area 
development scheme. 


Nehru who had something of Gandhi's 
responsiveness plus his own looks. 

As regards Sonia Gandhi, her real 
han dic a p s do not arise from her birth or 
rehgkrn. Annie Besant. Sister Ntvedita. Mira 
Bchn and Nellie Scngupta- these illustrious 
ladies, their foreign birth and non-Hindu 
religious backgrounds notwithstanding, 
earned the love and respect of the Indian 
people and played hnportaat roles in the 
moral-ethical and political spheres in hubs. 
Sonia Gandhi's handicap cornea from the 
fact that she has no other interest except 
safeguarding the material stakes of and 
popular goodwill for her husband’s heirs, 
her son rod daughter. The most important 
taafc on her agenda is to Mock and qmuh the 
Before probe. This p reoc cup a tion hardly 
qualifies one for a serious role in the politics 
of a crisis-ridden country that India is. The 
role of a backroom operator with fingers on 
some remote control keys that she is 
re ek i ng to play is perhaps noffticaUy the 
most a ppropr ia t e course for her. given her 
objectiv es , 

HARYANA 

Ripples in a Fkftkxa 

0 

THE tpUt in fee Confrere#) at tire national 
level is hetomriag to re pti cree itadf in fee 


INCfl), led by Bueadn Singh, an aspirant 
to the chief minister’s post and a long¬ 
standing political foe of Bhajan Lai within 
the Congress, will be able to succeed in iu 
objective of dislodging the Congress 
gov er n m e n t That eventuality will depend 
on a number of factor*. One of them is the 
em e rgen ce of the INC(J) as an effective 
political formation at die national level. 
Another is the manner in which its Haryana 
unit projects itadf as a potential rating 
patty. From this point of view, the 1NQI) 
has a long way to go, especially when it is 
yet to aftoouocc iu office-bearers and 
font its district and lower level units m the 
state. Of its economic polices, the stale 
party, following die example of the national 
leadership, has given only the faintest 
of hints, to the effect that it is opposed to 
ail-oat hberaiisaboe. 

Of greater significance is likely to be the 
political programme of the new aet-op in 
the state. Hare, tire party wiB have to 
rontcndwifeisaeei which are not of national 
importance hot which are p er ce i ved by 
dejferent sections of fee people in Haryana 
m dhnig heir pnPtirgt end economic 
MMseta. These we ismot such at sharisg 


Piqued by die fact dial the chief minister 
had passed an order concerning his 
department without his knowledge and 
consent. Chowdhury took steps to aonui the 
order. He reportedly declared that no 
government land could be ‘handed over to 
anyone, however weH-cut m ected a n d mighty 
he may be”. He is also reposted to hive 
taken up the matter with Jyoti Basu and 
stopped the transfer. 

The report has not so far been 
contradicted by the government or the 
CPI(M). If true, this development n 
rather significant. Benoy Chowdhur). 
much respected in tire petty and even 
outside, is a soft-spoken and mild- 
mannered nun. He is also an upright 
person, hot only in tire sense that he 
would not knowingly comm i t any wrong 
But in bis mote ferns half a century of 
party life, be is not known to h*« 
opposed or q u estioned anything which 
might have com down from fee party 
bo saai, wh at ever his personal rose r* 
tioat. If his latest act it an indication u** 
new meed on Ms pert, it bodes well 
fee party. If anyone in fee West 
cum fedey m fee meal mi pohwj 
Mending to face t* to fee WK** tte "£ 
ebb Jyoti BemMto a arener on wh*** * 

•Zk TinSS^gML iM. j 

Cha w db w y, W» he repeat Ms 9** 
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Uftm WnMn Bmp (1984-85* IQQ) 
Afri Ut (My tO M hm 61-100) 


(Raceme) 


April 21. 
1995 


Roil Yew So Bar 
1995-96 1994-95 


•** ■ - - ■ ■ » »■' 

VwnKj vn nnc 


N« fa* Gw* to Govt 
Mt CMH m CqMbI Swfry 

NetlVwlff Exriwfg Amms 
Rom Many (M*y05.1995) 

Net RMCMktoOmWe 
SdnAMOanNNreWBMkKMay 12. 


529386 

106632 

416732 

231623 

288746 

74975 

179812 

110935 

1995) 

.375799 

210312 

196015 

149345 


2874 (05) 
5762 (5.7) 
-5526 (-1.3) 
12032 (55) 
856(0.3) 
-949 (-1.2) 
564(0.3) 
2805(2.6) 

-3347 (-0.9) 
118(0.1) 
-2137 (-1.1) 
48 (0.0) 


2874 (0.5) 
5762 (5.7) 
-5526 (-1.3) 
18032 (S3) 
856 (0.3) 
-949 (-1.2) 
10874 (64) 
12257 (12.4) 

-6701 (-1.8) 
606(0.3) 
-1416 (-0.7) 
91(0.1) 


-1170 (-05) 
5308 (65) 
-5905 (-1.6) 
6214 (3.0) 
-4021 (-1.6) 
-2293 (4.3) 
6121 (4.4) 
-247 (-0.3) 

-6592 (-2.0) 
-3524 (-2.1) 
-4127 (-24) 
7692(5.7) 


We baaed on March 31 ftjufw bafwa dottue of (ovetweew i 


1994-95 


75167 (167) 
11990 (23.2) 
55321 (15.1) 
14380(70) 
43796 (17.9) 
22197 (41.3) 
30386(21.9) 
949(1.0) 

49271 (148) 
38784 (22.7) 
37416(23.4) 
14172 (105) 


1993.-94 


72467(19.1) 
14067 (20.7) 
57185 (185) 
29376(167) 
16591 (7.3) 
21775 (115.33 
27143(25.1) 
1306(1.4) 

52144 (184) 
11566(7.3) 
7402(4.9) 
28435(267) 


1992-93 


30484(154) 
7111(11.7) 
42945(161) 
!7903(1IJ) 
30187 <«5) 
3747 (17.7) 
11274(113) 
3586(19) 

39017 (161) 
23757 (175) 
2X84(164) 
16820(167) 




May 26 Mow* Yew 

1995 A*o Ape 


Mr (1978-79*100) 3236 3133 3738 

(-134) (660) 

((98346a (00) 1551 1324 1807 

(-14.2) (736) 


(-117) 

1806 

(-1*5) 


3779 mi 

•S 3 *38 

(795) (-461) 


WtM 


US lew 

NwhTCLUBIwe 

OMMfltaiKtoaa 

util 


82330(164) 
2922 26233(163) 

9062 88705 (21.8) 

2863 28251 (21.7) 

2312 22531(29.1) 

189 -6375 

59 -501# 


69547(295) 
22173 (194) 
72806(14.9) 
23212(61) 
17456(104) 
-3259 
-1019 


07.9) 
18537 (18) 
63573(32.4) 
2482(12.7) 

(570(125) 

-907 

-SMS 


1991-18 


4400 (335) 
(706 (-14) 
47*51 (48) 
(Mil (-164) 
MOW (-225) 
-3809 
-154$ 


1990-91 


32553 ((74) 
18143(60 
43193 (224) 
#4071(135) 
IM9S0.I) 




2701 (368) 
100(160 
354*034) 
2(272(61) 
17304(65) 
-7735 


V it 4840 8021 


27430 











































Foreign Trade 


Chmhwv CmpodtiM « 
Imports and Expod* 


Aor- Feh 1994-9 5 A{g-F& 199.1-94 
R»Cr USSrnx RsCr USSnw 


... mh 

RsCr US St 


j<W2-V3 
RxCr USSnm 


RkCi USSmn 


Pood and live animals 
chiefly for food 
Pulres 
Casbewnuts 
Sugar 

Crude mnicnals. medibtc oils 
except fuels 
Fertiliser crude 
Metalifcrs ores aad metal sc 
Mineral fuels, luhncam* and 
refuted materials 
Petroleum, crude and 
products 

Animal and vegetable oils. - 
fax and waxes 

Chemical and related products 
Organic chemicals 
Fertiliser manufactured 
Manufactured goods classified 
chiefly hy materials 
Parts, procious/setni 
precious a ones 

Iron and steel 
Noo femius metals 
Cdpdal goods 

Machinery except electrical 
and machine tools 
Transpun ctpuptnenl 
Protect goods 
Others 
Total 
Exparts 

Food and live animals chiefly 

fur food 
Cashew nut 
Oil meals 
Marine products 
Bevenpes. tobacco and 
tobacco manufactures 
Crude matcruh. inedible 
oils except fuels 
Iron ore 

Mineral fuels, lubricants and 


Petroleum crude and products 
Arena! and vegetable oils, 
waxes and fan 

Clmmcal and chemical product: 
Chugs, pharmaceutic mis 
aad fme cha meals 
Dyes/mtsrmedola/coal tar 


PtaMic and linoleum products 
Ma nu facture d goods chiefly 
by m m enab 
Lem her manufacture* 

Le a ther footwear 
Gems and prwcfkry I 

Cdu ynrnffabncs. 
mndeups. etc 
Manat* yam fabrics. 


1852(4.9) 

1228 

1498(2.1) 

478 

1551(2.1) 

494 

1911(3.0) 

660 

8040.7) 

5.14(0.7) 

170 

501(0.8) 

160 

567(0.8) 

181 

114(0 5) 

115 

23*05) 

642(08) 

205 

411(0.7) 

Ilk 

48*07) 

154 

376(06) 

130 

267(06) 

2246(2 9) 

716 

neg 

neg 

neg 

ncr 

neg 


neg 

577104.7) 

1840 

.1X41(6.0) 

1225 

4199(5 8) 

111V 

4777(7.5) 

1649 

126816 X) 

448(06) 

141 

.159(0.6) 

115 

790(0 5) 

124 

459(0 7) 

158 

45*1.0) 

rap 1886(2.4) 

602 

I2KH1.9) 

.192 

12990 X) 

414 

19221.1.0) 

664 

117*2.5) 

18689(22.8) 

5957 

17827(28.0) 

5688 

19314(2(1.8) 

-.6222 

1852*29.2) 

6.196 

1416009 6) 

16679(21.2) 

5316 

16512(15 9) 

5275 

18055(24.8) 

1(756 

17142(27 0) 

5919 

1112*27 4) 

*1*0.6 i 

161 

151(02) 

48 

166(0 2) 

51 

168(0.1) 

58 

249(1) 5) 

1(69004.9) 

1726 

8155(1.1.1) 

2666 

92860 2 8) 

2961 

H9IVl4.lt 

1077 

7126017) 

.1971(5.0) 

1266 

2467(1.9) 

787 

2882(4.01 

9(9 

1871(1.0) 

646 

1.161(2X1 

2096(2.7) 

668 

1876(2.9) 

599 

I989<2.7> 

6.14 

202.1(3 2) 

698 

I19IO 1) 

1287206.4) 

4103 

11490(21.2) 

4304 

14715(20 21 

4692 

124550 9 7) 

4100 

919*19.^ 

445*5 7) 

1420 

77960 2.2) 

2488 

828401.4) 

2641 

70720) 2) 

2442 

482500 !> 

3154(4.0) 

1005 

2099(11) 

670 

2452(14, 

782 

2060(1 1) 

711 

1741(1 6) 

2286(2.9) 

729 

1371(2 1) 

4.17 

1490(20) 

475 

11440.8) 

.195 

819(1.8) 

1726.1(22.0) 

5502 

126270 Oh) 

4029 

18944(26.0) 

6040 

1312*20 7) 

4511 

10412(21 K> 

7267(92) 

2116 

5076(8 0) 

1620 

6871(9 4, 

2191 

47K6C 7 6) 

1651 

159*75) 

1179(40) 

1011 

2405(1.8) 

767 

197*5 5) 

1267 

1118(2 I) 

462 

91*1 9) 

513*6 5) 

1616 

168*58) 

1176 

4194(6.2) 

1401 

170(11 8) 

1278 

*.2*7 6) 

798900.2) 

2546 

5981(9 4) 

1908 

44*86 1) 

14(2 

110*11) 

1209 

222184 6l 

7861*100 0) 

2*161 617710000, 

20148 72806000.1)1 

21212 

6117* 1(8)10 

21882 47851018)0) 

1078004.79) 

1416 

9602(1145) 

3061 

Io77005-1) 

1414 

. 80X401.Ii 

2791 

686(056) 

1148(1.57) 

.166 

9150.47) 

292 

1042(1.5 > 

112 

74* 1 4) 

257 

6720 5) 

160*2.20) 

511 

2071(1 .11) 

660 

2109(11) 

716 

154*2 9) 

511 

921(2.1) 

1244(4 44) 

1011 

2219(1 57) 

707 

2517(17) 

809 

174*1 ;> 

602 

144*1 1) 

I1IK0I.1J) 

15 

127(0.20) 

40 

116(0.2 > 

41 

IMN0 1) 

15 

102(0 2) 

4316(5 92) 

1176 

431*6.95/ 

1176 

4048(5.8) 

1291 

2798(5.2) 

966 

1022(69) 

028(1.561 

.163 

11810.90) 

.177 

1.157(2.0) 

433 

1104(2.11 

181 

141* >1) 

0860.63) 

178 

11470.851 

.166 

Ml 8) 

198 

1.179(2.61 

476 

1022(2 3) 

0860.61) 

.178 

11470.85, 

166 

12480 X) 

198 

1179(2 6i 

476 

l<(22(3.1) 

41*0.59) 

MX 

1ll(l>*)) 

99 

144<0.3) 

110 

162(01) 

S (. 

169)0 4) 

i 698*9.57) 

2225 

5412(8 70 

1725 

197*8 6) 

(904 

4198(7 8) 

1449 

4146(9.4/ 

22(7(1.04/ 

707 

(79* 2 891 

171 

2014(2 9) 

642 

151.1(2 9) 

12*7 

15*811) 

11160.80) 

419 

(0360.67) 

110 

0500 7) 

167 

95HO.K) 

111 

7810 8) 

12670.74) 

404 

9600 55) 

.106 

10840 1) 

121 

41*0 81 

150 

276(0 6) 


40191(55 37) 12873 14064454 8.1) 10861 18101155.9) 12186 


*M 0 cmmm fed accnuones 

Cdairel goods 

MAjf 

Machinery aad iasfrureeata 
Tram p ,i t t ni aip rei'ix i 


S sr ~‘ ^ 


(90*2.60 
(.19*1 91) 
1222106.75) 

f248(K 57) 

1716(215) 
6852(9 39> 
6520H94) 
2109(289) 
2011(279) 
2J 16(2.90) 
2219(304) 
019(1,33) 


607 1642(2.641 

444 129*2 08) 

1895 11004(17 71) 

1991 4111(6 94) 

547 1217(196) 

2IM 5484(181) 
2071 549*184) 

672 >86*1.00) 

641 1807(2 91) 

<74 1624(261) 

707 166012.67) 

m 8540.37) 


2614< 1,8) 
150*221 
I252MIH.0) 

4817(70) 

13240 9) 
6166(89) 
6232(90) 
21740.1) 
1996(2,9) 
(840(2.7) 
1946(28) 
97*1.4) 


7294*189.0) 21248 62(300000) 19809 89547O0B#) 22173 536880000) 

“to*-—" 


,W)752f57.1) 10618 2154(8314 ) 9149 

23)2(4 7) 867 198*4 3) HIP 

1188(2.2) 410 04*2.6) 464 

889706.6) .1072 675006.0 2718 

1911(7.3) 1350 .12030.31 1299 

1079420) 373 8210 9) W 

3)56(96) )780 3754113) 152' 

4964(921 1714 *tt*(92) >►*' 

162*30) 360 (104(27) 484 

(56912.9) 542 143*23) 582 

1546(2.9) 5M 122408) 49ft 

1)9202) 412 112506) *'] 

otsri.i) 2 i» imsr 

36880000) 185 77 440420000) UK*' 






SKF BEARINGS INDIA 

Higher Dividend 


technology was introduced for the first lime 
in Indis by the company, the co m p an y bat 
not fuliy utilised it 


i steel Development work 
began on the hydnuBesof 3 300HPaodiaB 
pumps forte IndiraGaadhiCentreof Atonic 
Retavch. 


SKF BEARINGS is • leading producer of 
ball and roller bearings which And appli¬ 
cations in the aut om obile and electrical 
industries, the company in 1992-93 had 
experienced decline in margins. For 1993- 
94, net sales of the company went up by 
g per cent operating profit fell by 3 per 
cent, while net profit went up by 30 per 
cent. Other Income went up by 35 per cent, 
depredation fell by 6 per cent and interest 
charges by 7 per cent Tsxsrjon was up by 
Rs 14 lakh white non-operating profit fell 
by 15 per com for the year. A dividend of 
15 per cent was declared against 10 per 
cent in the previous year. Expons were up 
by 25 per cent in 1993-94. 

Debt-equity ratio fluctuated at 135 per 
cent In 1991-92,164 per cent in 1992-93 
and 146 per cent in 1993-94. Short-term 
bank borrowings to inventories rose by 10 
percentage points for the year after being 
stagnant at 39 per cent from 1991-92. Sales 
to total assets rose from 59 per cent in 

1991-92 to 63 per cent in 1992-93 snd 70 
per cent in 1993-94. Sales to gross fixed 
assets fluctuated at 77 per cent, 76 per cent 
and 80 per cent for the same period. 
Consumption of raw materials fell by I 
percentage point in 1992-93 And 3 
percentage points in 1993-94. Inventories 
to sales aim declined in the past three 
years. Remuneration to employees rose by 
3 percentage points. Employees' remu¬ 
neration rose by 9 percentage points. 

The combined turnover of the company 
increased by Rs 21 crore. Bearing sales 
volume was higher by 11 percent, but due 
to reduction in price, valuewise sales were 
only marginalty higher. Sates or textile 
components recorded a growth of 46 per 
cent . Sales of bearings to original equipment 
m a nufacture r s (OBM) were 55 per cent snd 
the replacem e nt rector along with exports 
accounted tor the balance 45 per cent. In the 
OEM segment, the automotive sector 
•ccouatt for 61 per cent, the electrical 
ingre i m aQ par cam and the balance 19 per 


KIRLOSKAR BROTHERS 

Expansion and 
Modernisation 

Kirtoskar Brothers, the Pune-based firm 
belonging to the Kirtoskar group, did well 
in 1993-94 with net sales going up by 21 
per cent. The previous year's income in¬ 
cluded Rs 541 million from the compressor 
unit of the company which has been now 
transferred to Kirtoskar Copeland, a subsid¬ 
iary. Profit before deprcdaton and tax row 
by 23 per cent. Imports were down by 28 
per cent while exports were up marginally 
by I percent. A dividend of 35 per cent was 
declared for the year. 

Earning per share fell from Rx 59 in 1992- 
93 to Rs 8 in 1993-94. Remuneration to 
employees fluctuated at 54 per cent in 1991- 
92,37 per cent in 1992-93 and 61 per cent 
in 1993-94. Short-term bank borrowings to 
inventories rose by 4 percentage points in 

1992- 93 and fell by 20 percentage points in 

1993- 94. Raw material consumption rote 
by 4 percentage points in 1992-93 and 6 
percentage points in 1993-94. Return on 
investment fell by 8 percentage points in 
1993-94. Value addition to value of 
production felt by 13 percentage points. 
Sales to total assets rose while sales to gross 
fixed assets fell in 1993-94. 

During the year the Dewas plant received 
ISO 9001 certification. It has the distinction 
of being the second pimp manufacturing 
unit in India to receive this. The company 
also bagged an irrigation order from the 
Irrigation Department of Maharashtra for 
the Takari lift irrigation scheme, the largest 
lift irrigation scheme in Asia. The project 
involves lifting 2,760 million hues of water 
a day from the Krishna river and pumping 
it through 170 ktlometresofcanab to irrigate 
around 25,000 hectares of term land. For 
this the company is to use 22 vertical turbine 
pumps manufactured by $e company. The 
Shtrvsi plant com m enced production of 4 

•a. a - »-*-» * 


An expenditure of Rs I8S lakh was 
undertaken for research snd dov d o pm enr in ■ 
the year. Development of new produ c ts, 
product and p roc caa modi fication, use of 
alternative materials andeoat reduction wore 
tome of the activities unde rta ken. 

GUEST KEEN WILLIAMS 

Sack Demand 

Guest Keen WilNams, the Calcutta hared 
company, declared a dividend of 18 per cent 
for 1993-94 as against 16 per cent in the 
previous year. Net sales were at Rs 189.97 
crore for the year against Rs 181.99 crore 
in 1992-93, operating profit was Rs 17.04 
crore against Rs 16.58 crore and net prefit 
Rs 7.58 crore (Rs 5.22 crore). Rise id other 
income by Rs 1.86 cmcandteB in taxation 
by Rs 5.64 crore helped in co u friii g the 
rise in interest charges and depreciation by 
Rs $7 lakh and Rs 1.67 crore. Exports were 
marginally up by 6 per cent while imports 
rose by 35 per cent 
Short-term bank borrowings to inveelories 
rose by 10 percentage points for the year 
while debt-equity ratio remained undwnged. 
Sales to total erects fen while safe* to grow 
fixed assets rose for the year. Grots string 
gross hffffrtfffr ttrtr 
in 1993-94. Rsrem on invesonsm «eB by 2 
percentage points for the year. Pining per 
share roac by Re 1 in 1993-94. Value added 
to value of production Ml by 3 percentage 
points while wmirenrai km toanpioyoes rose 
bv 2 oeroentane nouns. 

GKN pic and its subsidiary GKNSankty 
sold their entire th resho l d i n g o f Quasi Keen 
Nctttefoids (GKN) to m overrent group of 
investors. Recession in automotive and 
engine e ri ng industries during the first half 
of the year resulted in lower da—d,l>ton 
second half of the ynar ten coopstey’* 




































Marco mvch mi men mvco mkcq Marco maren mmm ■ m#rcn .mmm 


* 

1994 

1993 

1994 

1993 

1994 

1993 

1994 

19*3 

1994 

1993 

1 Net tales 

27509 

25410 

20494 

22114 

18997 

18199 

34093 

30063 

22813 

31070 

2 Value of production 26604 25461 19073 22323 18633 18232 33489 30632 22423 30796 

3 Other Income 1166 861 324 347 356 170 667 1000 381 318 

4 Total mcome 

27770 

26322 

19397 

22670 

18989 

18402 

34156 

31632 

22804 

31114 

5 Raw materisls/stores and routes 

consumed 

12596 

13029 

12169 

12635 

9802 

9647 

13122 

12324 

12920 

22014 

6 Other manufacturing expenses 

1800 

922 

1102 

1754 

1998 

1624 

7090 

6344 

7193 

2969 

7 Remuneration to employees 

4185 

2942 

2460 

2811 

3887 

4005 

3367 

3213 

461 

487 

8 Other expenses 

3247 

3170 

2087 

3294 

1598 

1468 

7072 

6354 

1418 

2680 

9 Operating profit 

5942 

6259 

1579 

2176 

1704 

1658 

3505 

3397 

852 

2964 

10 Interest 

3003 

3234 

819 

1107 

542 

485 

1202 

1170 

1739 

2072 

11 Grou profit 

3004 

3102 

785 

2421 

1162 

1323 

2081 

2000 

-920 

1043 

12 Depreciation 

2626 

2822 

317 

320 

397 

230 

1009 

1284 

570 

1023 

13 Profit btfon tax 

378 

280 

466 

2101 

765 

1093 

1072 

716 

-1490 

20 

14 Tax provision 

14 

0 

196 

300 

7 

571 

70 

0 

0 

0 

15 Profit after tax 

364 

280 

270 

1801 

758 

522 

1002 

716 

-1490 

20 

16 Dividends 

377 

247 

108 

108 

436 

386 

445 

434 

0 

0 

17 Retained profit 

-13 

33 

162 

1693 

322 

136 

557 

282 

-1490 

20 

18 Paid-up capital 

2515 

2471 

307 

307 

M23 

2423 

1484 

1519 

3200 

3200 

19 Reserves and sutphts 

9286 

8661 

3869 

3706 

5517 

5196 

11896 

11701 

-1699 

-210 

20 Long term loans 

17268 

18303 

2496 

2574 

1394 

1303 

7776 

7848 

8111 

7493 

21 Short term loans 

4321 

5062 

1082 

2533 

1249 

802 

3212 

3778 

2066 

5795 

22 Of which bank borrowings 

4157 

3300 

1082 

2533 

1249 

802 

2977 

1673 

464 

4280 

23 Gross fixed assets 

34035 

33053 

4865 

4967 

9790 

9504 

33315 

31740 

11302 

11178 

24 Accumulated depredation 

13394 

10777 

2492 

2464 

6155 

5761 

17679 

16419 

4968 

4398 

25 Inventories 

8355 

8444 

3427 

4933 

4915 

5200 

5950 

6561 

6194 

6173 

26 Total assccs/liabilitics 

38967 

39884 

14452 

18363 

15148 

13847 

31144 

• 32508 

20204 

21666 

27 Excise duty 

4489 

6764 

92 

170 

2465 

3117 

7443 

7032 

0 

0 

28 Gross value added 

10525 

9648 

4002 

7476 

5650 

6015 

6805 

6254 

1306 

3855 

29 Total foreign exchange income 

1149 

735 

3087 

3075 

423 

399 

1718 

812 

0 

0 

30 Total foreign exchange outgo 

3160 

3120 

1065 

1340 

464 

338 

270 

188 

12038 

20271 

Key ttwnsdal and pnhrwasrr ratfae 

31 Turnover ratio (tales to total assets) (%) 

70.60 

63.71 

141.81 

120.43 

125.41 

131.43 

109.47 

92.29 

112.91 

143.40 

32 Sales to total net assets (%) 

82.39 

73.66 

264.30 

242.48 

179 JO 

187.16 

139.91 

120.76 

195.35 

190.87 

33 Gross value added to grotr fixed 

assets («) 

• 30.92 

29.19 

8126 

150.51 

57.71 

63.29 

20.43 

19.70 

11.56 

34.49 

34 Return on invmmeut (gross profit 

to total assets) (%) 

7.71 

7.78 

5.43 

13.18 

7.67 

9.55 

6.68 

6.15 

-4J5 

4.81 

35 Gross profit to rales (grots margin) (%) 

10.92 

12.21 

3.83 

10.95 

6.12 

7.27 

6.10 

6.67 

-4.03 

3.36 

36 Operating profit to sales <%) 

21.60 

24.63 

7.70 

9.84 

8.97 

9.11 

10.28 

11.32 

3.73 

9.54 

37 Profit before tax to sales (%) 

• 1.37 

1.10 

127 

9.50 

4.03 

6.01 

3.14 

2.39 

-6.53 

0.06 

38 Tax provision to profit before tax (%) 

3.70 

0.00 

4106 

14.28 

0.92 

5124 

8J3 

0.00 

0.00 

0.00 

39 Profit after tax to act worth 

(return on equity) (%) 

3.08 

2.52 

6.47 

44.18 

945 

6.15 

7.49 

5.42 

-99.27 

0.67 

40 Dividend (*) 

15.00 

10.00 

35.00 

35.00 

18.00 

16.00 

30.00 


0.06 

0.00 

41 Bmaiag per share (Rs) 

0.00 

0.00 

8.79 

59.05 

3.13 

IIS 

6.75 

4.82 

-4 66 

0.06 

42 Book value per share (Rs) 

0.00 

0.00 

136.03 

13141 

3177 

31.44 

69.66 

65.90 

4.69 

934 

43 P* ratio (based oa latest and 
corresponding hit year’s price) 



17.06 

3.30 

0.00 

ado 

39.99 

0.00 

-2.74 

272.00 

44 Dtf* equity ratio (adfretrd for . 

revaluation) (%) 

146.33 

164.42 

59.77 

64.14 

I7J6 

17.10 

75,22 

79.96 

94047 

25060 

45 Short terns hank borrowings to 
htcntariW- (*) 

49.75 

394* 

3147 

5145 

25.41 

1142 

36.03 

2946 

749 

69.33 

46 laadry ciidhcn to nmdry debtort (*) 

58.76 

54.90 

110.44 

SI j65 

81.87 

19.15 

110.41 

98.35 

203,68 

142.01 

47 Totnl W— ration to —plnyert 
to groat vahw added (%J 

39.76 

3049 

61.47 

3740 

68.80 

6648 

4641 

9)48 

3946 

1163 ! 

to wine ofpnadncrion flh) 

15.73 

1145 

1190 

1249 

2186 

21.87 

1005 

§049 

166 

I» 1 

49 Omm Baud aaeete frtmnKis (ft) 

197 

646 

-105 

4846 

341 

- 

4.96 

7.1? 

l.l 1 

108 ■ 

50 Growth m kwtwia (ft) 

-1.05 

-1946 

-5043 

15.72 

-5.48 

* 

-441 

*47 

*44. 

826 ! 
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the moBfrodre of prototype snapifot* 1 
duesHdrioBBtlonallwavy gauge sheet meul 
pompomntiby progressive proving ofbisnk 
development and ealculstkin of spring back 
effect.Tbeunlt ■ Howrah developed special 
steel to enhance effective Mfcof shear blades 
u*od for •hauing bet rolled bar*. It also 
developed a shearpin with special properties 
foruscinSOOT shear macbinein the merchant 
bar mill, thus reducing premature breakage 
and improving reliability of operations. 

ORIENT PAPER AND INDUSTRIES 

Raw Material Shortage 

Orient Paper and Industries has done well 
for 1993-94. In 1992-93, though turnover 
had increased marginally, margins bad 
crashed. This year the turnover increased by 
13 percent (Rs40.90crore), operating profit 
by 3 percent (Rs 1.08 crore) and profit after - 
tax by 39 per cent (Rs 2.86 crore). Margins 
would have been higher but for the fall in 
other income, non-operating surplus and 
rise in interest charges and taxation. Exports 
were up by Rs 4 lakh while imports rose by 
Rs 90 lakh. A dividend of 30 per cent was 
declared for the year. Both short-term and 
long term loans were low while short-term 
bank borrowings increased for the year. 

Sales to total assets fluctuated at 93 per 
cent in 1991-92,92 per cent in 1992-93 and 
109 per cent in 1993-94 and sales to gross 
fixed assets at 98 per cent. 94 per cent and 
102 per cent for the same period. Short-term 
bank borrowings rose by 25 percentage points 
in 1993-94 white it had fallen by 3 percentage 
points in 1992-93, Inventories to sales fell 
by 4 percentage points in 1993-94. Debt- 
equity ratio foil by 23 percentage points in 
1992-93 and by I percentage point in 1993- 
94. Earning par share rose from Rs 4 in 
1992-93 to Rs 6 in 1993-94. Remuneration 
to employees dbchned by 2 percentage pomu 
in the year. Net value added to value of 
production fhictuatedtt21 per cent in 1991- 
92.16 per cent in 1992-93 and 17 per cent 
in 1993-94. Gross saving to gross capital 
formation rote by 50 percentage points for 
die year. 

Production of paper and board during the 
year was |,30£90toonesas against 1.31,372 
tonnes in the previous year. Labour unrest 
in some sections of (he mills, severe power . 
cutsby Orissa Stale Electricity Board coupled 
with m e ch an ical tranfafe ia the Brajntjnigar 
mill's power house affected production. At 
Amlai. with tfee com missi oning of an 
tutydatireexlinctioBintgem pulp bleaching < 
section, the eofcw of caustic stage effluent 
hasbaeaccmaidamhiy reduced. Basis weight 
end moisture measurement and control 
tystam was comm tastouad on the paper 
naddm AtBreJnjnafar. kreA fiber street 
*u upgraded to achieve a higher 


concentration of black liquor. The turnover 
of the engineering division improved sod 
Substantial orders in hand were executed. 
Availability of wood and bamboo from the 
state government was Inadequate and the 
balance of pulpable materials had to be met 
from other states which increased the cost 
of transportation. Cement production went 
up by 17 per cent. Higher production could 
be achieved by optimum utilisation of captive 
diesel generating sets which countered the 
severe power cut faced by the factory. 
Profitability of the cement factory was 
affected by increase in railway freigix and 
cost of inputs like power, coal and diesel 
which the company had to sustain due to 
adverse cement market. 

GODAVARI FERTILISERS 

Decline in Sales 

Godavari Fertilisers, a joint venture of 
Andhra Pradesh government and Indian 
Farmers and Fertilisers Co-operative 
(1FFCO). has incurred a loss of Rs 15.10 
crore in 1993-94. Net tales fell by Rs 82.57 
crore, operating profit by Rs 21.12 crore. 
The fall in margins would have been more 
but for the fall in depreciation by Rs 4.53 
crore and interest charges by Rs 3.33 
crore and nil taxation. Imports fell by 40 
per cent. 

Debt-equity ratio rose by 290 percentage 
points for 1993-94, after having fallen by 
45 percentage points in 1992-93. Both sales 
to total assets and sales to gross fixed assets 
fell, while inventories rose to 27 per cent 
in 1993-94 from 19 per cent in 1992-93. 
Consumption of raw materials fluctuated 
at 58 per cent in 1991-92. 70 per cent in 


1992- 93 and 57 percent in 1993-94. Short¬ 
term bank borrowings to inventories rose 
by 17 percentage points in 1992-93 and fell 
drastically by 62 percentage points in 1993- 
94. Return on investment was down by 8 
percentage points for the year. Earning per 
share too fell by Rs 4 for the year. While 
net value added to value of production felt 
for the year, remuneration to employees 
rose. 

Production suffered because of uncertainty 
and the delay in the announcement of subsidy 
of Rs lOOQrton. The plant was also shut 
down for a period of two and a half months 
in April-June. During the third quarter of 

1993- 94 ammonia had become scarce in the 
world market because a large chunk of 
ammonia produced was being diverted to 
Europe for heating purposes. Some of the 
vessels dedicated to carrying ammonia were 
turned to fuel carrying, thus resulting in non¬ 
availability of ammonia carrying vessels. 
Added to this was the stoppage of a mm oni a 
supplies by. the erstwhile Soviet Union, thus 
making the basic raw material scarce. The 
fall in turnover is attributed to fall m the 
production and sales of DAP. partially due 
to Itigh price of DAP and consequent low 
offtake by farmers. 

The company's expansion plans iociude 
increment of bro-fcnibier from 2.5 iakh 
packets per annum to 5 lakh packets per 
annum by installing additional rquipmeato. 
To minimise the cost of production the 
company is to retrofil one of the two trams 
in its DAP plant With pipe reactor which 
would increase ihc installed capacity from 
3 iakh MTs to 5 lakh MTs 

Research and development was conducted 
on many strains of bacteria suitable for 
di fl ere m crops far theporpoaeofbio-fctt il h er 
production. 
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Superpower in Decay 
Decline of US Economy 

JayatiGboefc 


The 1980s witnessed a major restructuring of the US economy, resulting 
not only from die decline of US hegemony internationally and die 
increased penetration cf external economic forces into the US economy, 
but also, and critically, from the policy changes brought about by the 
Republican administration of Reagan and Bush. 


THE recoil travails of the dollar in inter-’ 
national currency market! are symptomat¬ 
ic of the problems of the US economy. It 
is ironical that the US, the largest and most 
powerful of industrial capitalist countries 
- indeed, the undisputed leader of the 
current unipolar world - appears to have 
the economy which has been most adverse¬ 
ly affected, of all rich nations, by the latest 
wave of globalisation. The irony is en¬ 
hanced because much of this globalisation 
has occurred with the active support and 
even at the instigation of the US govern¬ 
ment, in its effort to facilitate the global 
operations of US-based multinttkmai com¬ 
panies and transnational banks. 

The parallels with Great Britain during 
the early docades of this century - the 
period that marked the beginning of its 
long-term decline as an international 
superpower- are obvious and have been 
widely remarked upon. These similarities 
include the relative loss of external 
competitiveness and slower growth in 
productivity relative to its main economic 
rivals, the emergence of persistent trade 
deficits, and greater stinginess in terms of 
falfilliitg international financial obligations 
as world leader. If the 20th century has 
been the ‘American century’, then (hit is 
very clearly its last decade. Yet it may be 
that the differences of this process of 
with the decline of Great 
Britain are more noteworthy than the 
similarities. Ooeimportant cootrast, which 
is doubtless influenced as much by 
international political currents as by forces 
internal to the US, is in terms of the impact 
on the bulk of working people, which is 
far mote immediately adverse wuhin the 
US today than It was in Britain until the 
first world war. Another significant 
ttiffcraceieiaiM to the sodal and political 
reaction to sock a process: wWe In Britain 
mdMearty part of this century left* and 

to the US tadby dm parednitkal wm o daa 

has bsmtto growing, power of the fbroas 
of the Right. 


The 1980s witnessed » major retructu ring 
of the US economy, resulting not only 
from the decline of US hegemony 
internationally and the increased 
penetration of external economic forces 
into the US economy, but also, and 
critically, from the policy changes brought 
about by the Republican administrations of 
Reagan and Bush. These structural changes 
have been reflected in sectoral composition 
of national income as well as in income 
distribution. The services sector has 
expanded until it now accounts for more 
than 75 per cent of national income and 
aslightly larger proportion of employment. 
Manufacturing jobs have been lost fairly 
continuously over the past decade: since 
1979. more than three million such Jobs 
are estimated to have simply disappeared. 
Total manufacturing employment today is 
lower in absolute number than in the \9Tfk. 
Within particular sectors, the most noubtc 
shift has been from small units to larger 
units, from small capital to large 
conglomerates and generally towards a 
greater concentration of i ncomc and wealth. 

This has been accompanied by a slower 
rate of productivity growth in the US than 
in the major competitor countries. As 
evident from Figure I, the annual rate of 
change of total factor productivity in the 
US since I960 has been well below that 
of the OECD as a whole, and tignificently 
below that of Japan. Indeed, during the 
197& the US experienced absolute declines 
in total factor productivity, and the recovety 
thereafter in this indicator has still been at 
a slower rate thaa the increases ia Japan 
and West Germany? The 'productivity 
advantage* (along with sheer absotete sire) 
had beea one of the critical factors 
dmaraaimBf the t t nt rg t n tr of 1 the US as 
the rinminanl economy of the world by the 
end of the aecood world srar, analogously, 
the lam of dwl advantage may be decisive 
ia its daaonat from dwt position. The nmch- 
vaunfed superiority of dm. US it hi tach 
mrvfeos auy dbUnlf pro vs so hn short* 
lived, as ether developed anddvvotaping 


e co n o m ics adopt and adapt " ‘im y f rrtiHT 

technologies in the newer service activities. 

To some extent the secular decline in 
productivity may reflect the fact that 
in vestment rates in the US have been lower 
than those In the major competitors for a 
generation. The 1980s accelerated this 
tendency, with substantia) declines in both 
savings and investment rates. Figure 2 
indicates that the rate of gross fixed capital 
formation (as per cent of GDP) has not only 
been falling since 1980, but has been well 
below the rates in Japan and West Germany, 
and in 1993 was only (lightly more titan 
half of the rate in Japan. The savings rate 
has been ever lower, and the declines in 
the 1980s have been sharper, as the US has 
increasingly financed its investment and 
expenditure through foreign capita). 

These changes in savings, investment 
and productivity have been reflected in the 
trade account. The large and growing trade 
deficits of the Reagan era were a reflection 
of both domestic macro-economic 
imbalances (the large government deficits ; 
and (he discrepancy between private savings 
and investment) as well as the import-led 
consumption boom stimulated by the high i 
external value of the dollar until 1987. The I 
deficits were financed by the accumulation 
of external debt, facilitated by high domestic 
interest rates which attracted inward flows 
of foreign capital and reduced outward 
financial flows. These sharply altered the 
net investment position of the US from 
1982onwards, such that the country became 
a net debtor in 1985 for the first time since 
1914. la 1994 the US was the world's 
largest debtor, with an external debtgreater 
than that of all the heavily indebted 
developing countries taken together. 

Given the large deficits and external debt. 
it is probably not surprising that the dollsr 
has been falling in foreign exchange markets 
since the mid-1980s. In fact, what has 
defied economic explanation is not the 
decline of the dollar but the relative lack 
of responsiveness of US imports and exports 

to changes in the value of the currency 
This has been sought to he rationalised in 
terms of the ’J-Curve’ of lagged response 
of import and sxport volumes to currency 
changes, the phenomenon of 'wafting'm 
<4 inn i WtftH)yritf)Hy in exc h ange B 
markets, the fact that (menial imbalances I 
between savings and investmeot within the ■ 

US have pet been fully rectified, and <■ 
variety of other factors. While the relative ■ 

importance oftheae factors may be dibated, ■ 

what Is dear is that the weont faB of U* ■ 
do te k flgt of t immabtkm mice* I 
which may continue for acme time dwpttfM 
central bank Interventions in tNfl 
International currency markets. The! 
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• broader tendency towards greater mean* 
and w ealt h i nequ ality Wbtdi it dtscusaad 
in more detail below. In an important sente, 
the 1980s sod the economic potato which 
characterised them were crucial in 
determining the wt it g a t w evolution of 
the US economy and iu constituent pern. 

For many co mm e nt ators, the ftwagan mil 
Thatcher revolutions in economic and Mdal 
policy are fundamentally the Mine, 
reflecting neo-liberal economic ideology 
and having the came effect*. It i* true Oat 
many element* of ctrategy are co m m o n to 
both: they were both free market-oriented, 
generally cupportive of large capital and 
against organised labour. They both 
involved tax restructuring so as to he more 
favourable to basiness and wealthier 
groups, the slashing of social expenditure 
and extensive attach* on the welfare state, 
privatisation of state assets, deregalabou 
of industries and financial liberalisation. 
This is a paradigm similar to that p roposed 
in IMF-World Bank structural adjustm en t 
packages in the developing and formerly 
socialist world, and it is probably c orre ct 
to argue that the Thatcher and Reagan 
regimes were instrumental in their 
imptementatioa in thedevelopedindastrial 
world. 

Despite these obvious similarities, 
however, there remain important 
differences between the two. panicniarty 


USA OECD total West Gerthaay Japan 


Hints (ajTotal factor productivity t* a weighted average of growth in labour and capital productivity. 

Sample period averages far capital and labour share used as weights, lb) iapan 1979-v.v 
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movements of the real effective exchange 
rate of the dollar, the Japanese yen and the 
German Deutsche mark are indicated in 
Figure 3. The real effective exchange rate 
implicit in the value of the dollar at the end 
of 1994 was estimated to be more than 40 
per cent below its level in 1985; since then 
it is likely to have deteriorated further. 
While depreciating currencies certainly do 
have their advantages in terms of increasing 
export potential and the incentive to replace 
imports with domestic consumption, 
medium or long-term declines in the 
currency do suggest a relative 
i mp o v erishment of the country concerned 
- as developing countries have teamed to 
their com. Thus, the angst within the US 
at the foQofthedoUar and the unwillingness 
of Japan and Germany to countenance 
further falls are both explicable. In this 
pettktdarcatt. the problem is complicated 
by the foot that the Japanese in particular 
are substantial holders of dollar- 
denombsatad assets, whose real value is 
diminished as the dollar plummets 
internationally. 


The structural and other changes that 
began in the 1980s have continued well 
into the 1990s. despite the change in 
administration and the revival of the 
economy from the slump of the early 1990s. 
As evident from Table I. the external 
account is still heavily imbalanced. The 
economic recovery since 1992 has led to 
some small increase in per capita incomes 
and declines in the rate of unemployment, 
but has been associated with a further 
deterioration in real wages. This is part of 


in their mac-.o-ecoonmic orientation. The 
Thatcher government in Britain actually 
did cut down its budget deficits in its early 
years, often using privatisation of state- 
owned productive assets as the means, and 
reduced government role in the economy 
as well as the share of manufacturing. The 
de-industrialising implications of the 
overall strategy ia Britain were farther 
accentuated by the ‘Dutch disease' type 
effects of the discovery of North Sea oil 
which provided substantial increases hi 
primary export revenues, and served n 
mitigate the advene economic effects of 
the gov er n m ent's policies at least for a 
time. By contrast, (he Reagan 
administration in the US unleash e d a 
combination of major tax cuts and maaaive 
increases in military spending which 
actually implied a huge increase it 
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goveromemdeficia. These led to what was 
in effect a Keynesian government 
expenditure-led boom in the economy as 
a whole, financed by capital inflows 
resulting from the high interest rates 
maintained by the tight monetary policies 
of the US Federal Reserve. The 1980s 
economic boom in the US fuelled growth 
in other countries, particularly east Asia, 
through the voracious demand for imports 
with which such growth was associated. But 
such growth, based as it was on the large 
internal and external deficits described eari ier 
and the accretion ofa latge foreign debt, was 
obviously unsustainable. In fact, the past 
ft ve years or more have witnessed American 
policy-makers obsessed with how best to 
deal with that particular legacy of the Reagan 
era without painful economic contraction. 

Furthermore, such growth was associated 
with increasing income and wealth inequality 
and actual worsening of the material 
conditions of the poorer groups. These 
tendencies were further exaggerated during 
the presidency of George Bush, to the extent 
that the US today has the worst indicators 
of inequality and poverty of all the i mponant 
industrial countries. The latest such data, 
referring to 1989. show that the wealthiest 
I percent of American households (with net 
worth S 2.3 million or more per household) 
own nearly 40 per cent of the wealth of the 
entire country. The top 20 per cent of 
households (with net worth of $ 1.80,000 
or more per household) own more than 80 
per cent of the country's wealth. The top 20 
per cent of households in terms of income 
(those with an annual income of $ 33.000 
or more) receive 55 per cent of all after-tax 
income while the bottom 20 per cent earn 
only 5 per cent of such income (Edward N 
Wolff, Tap Heavy: A Study of Increasing 
Inequality of Wealth in America, Twentieth 
Century Fund. 1933.] Such indicators are 
much worse than those of Scandinavian 
countries, for example, and even worse than 
those industrial countries with a long history 
of inequality such as Britain. In fact, it 
suggests a pattern more, similar to the 
notoriously unequal Lain American 
developing countries. Not only is the US the 
most unequal industrialised country interms 
of income and wealth, but it has been growing 
more unequal faster than other industrial 
countries. This has continued into the 1990s. 
With the economic recovery of 1993. 
incomes rose for the most affluent 20 per 
cent of households but the rest (80 per cent) 
of households ail suffered falling real 
i ncomes. 

These figures are mirrored in the poverty 
Agues. The moat recent poverty figures 
show (be greatest absolute number of poor 
people (around 40 million) in the US since 
1961. The US has more poor pe o pl e than 
aB the other group of 10 industrial countries 
put together, and t he me of poverty it 


similarly higherin the US. The child poveny 
rate is four times higher than the average 
of western European countries, and children 
constitute nearly half the official American 
poor. More than two-thirds of poor adults 
arc female, and they too are racially divided, 
with Mack women accounting for one-third 
and non-white women taken together 
accounting for nearly 90 per cent of poor 
women. More significantly, absolute poverty 
has actually been on the increase in the US 
despite the economic growth of the past 
decade. 

The increase in inequality and poverty 
stems from a variety of factors, but they are 
all relatod to the economic policies punued 
throughout the 1980s as well as broader 
forces such at the type of technological 
change. Thus, automation and industrial 
restructuring have reduced (hejob* available 
for unskilled workers aid have tended to 
keep the real remuneration for such work 
down. The rapid rue of stack and bund 
markets in the 1980* i ncre as ed the income 
of the rich who had invested in them. Very 


significant roles have been played by lax 
policies which have substantially reduced 
the tax rales of the rich, and led to more 
income being retained by them. The Reagan 
tax cuts shilled the burden of taxation such 
that by middle of 1980s the effective tax 
payment was actually highest for the lowest 
income group of households, and lowest for 
the richest group. Between 1966 and 1983, 
the effective tax rate (Federal, state and 
local)of the poorest IGper cent of households 
increased from 27.5 per cent to 28.2 percent. 
By contrast, the total effective tax rate lor 
the average tax-paying household remained 
the some at 25.6 per tent, and that for the 
richest I per cent of households actually 
declined from 28.9 per cent u> 21.2 percent. 
(Joint Congressional) Committee on 
Taxation, quoted m Steve Brouwer, Sharing 
the Pie: A Disturbing Picture qf th e US 
Economy, Carlyle Pereuyfvama 1992J. But 
per ha p s the most significant factor behind 
the growing inequality ba* been dfeatmemre 
of the Moor market and the impact on 
wages and working conditions. 
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The 'flexibility' of the American labour 
market has often been cited by right-wing 
economists as a reason for the successful 
[growth of the economy and the buoyancy 
[of employment generation which has kept 
unemployment rales lower than those of 
western Europe. Labour laws in the US are 
generally much leas pro-worker than they 
are elsewhere in the industrial countries. 
Legal worker benefits are much fewer and 
[lest protective of workers - to take only 
ne example, the legally permissible 
^maternity leave is two weeks as opposed 
two or throe months elsewhere. There 
much greater freedom granted to 
la terms of the ability to hire 
fire. In any case, the labour force in 
US it highly mobile and not very 
Mont dun half of US citizens 
red residence b et w e en IMS end 1990. 
every year approximately 17 per cent 
the population to estimated to move 
(US Bureau of Census]. Union 
m always lower than in 
tea Swope, and was very badly 


affected by the attacks on unionisation 
during the Reagan years. In 1993 union 
membership amounted to only III million, 
about 15 per cent of the employed labour 
force (Bureau of Labour Statistics). This 
may reflect also the high share of services 
<traditionally less unionised! in total 
employment. All this means that there is 
no annual wage round' in ihe US as ia 
other industrial countries such is Germany 
and Britain. Most pay deals are typically 
for two or three years at a time, and even 
in unionised industries pay negotiations 
tend to take place on a plant-wide or state¬ 
wide basts trietmtoHy. 

As was evident from the table, real 
wages have declined since 1990. Is fact 
average weekly wages in 1994 are estimated 
to be more than 3 per cent bekiw their level 
in 1988. The decline in real wages has 
resulted in some cases from downward 
changes in nominal w a ges as w e H as opwar d 
movements in the coaawaar price index. 
Job mobility ia the US osaatty dons not 
involve better wages: h ar w eaa 1990 and 


1992, more than SO per treat of awn and 
60 par com of women who left their jobs 
for other employment actually moved to 
Jobs in lower earnings categories, net even 
the same category (Federal Reserve Bank 
of Cleveland. March 1995J. The minimum 
wages have not kept pace with inflation: 
it was estimated chat in 1991 working full¬ 
time at (he minimum wage would yield an 
annual income of S8JI40. white the poverty 
tine for a family in the same years was 
placed at aa annual income of $ 13.359 - 
around 45 per cent more (Steve Brouwer. 
op cit. p 32. calculated from US Census 
Reports and Statistical Abstracts of the 
US]. This process has been accompanied 
by changes in work contract and 
employment conditions which have 
generally been unfavourable to all except 
a minority of workers. There has been a 
rapid growth of what is known as the' 
’contingent' workforce: part-time, 
temporary and contract workers. Estimates 
of the size of Uus group vary from 3 million 
to 35 million, typically in informal 
employment without job security. penmans, 
benefits, or any of the standard feautet 
which labour in other industrial countries 
would have taken for granted. Par those 
in such emplo ym ent, the conditio n s of work 
have actually deteriorated in many 
activities. There have been reports of Mg 
increases in ‘csrpal tunnel syndrome' (a 
work-related physical problem) among 
assembly line and clerical workers because 
of increases in the pace of work. Among 
the more remarkable of the developments 
in this flexible labour market has been the 
re-emergence of sweatshops catering 10 
garment and other similar industries. In 
greater New York there has been a recent 
proliferation of such sweatshops, mostly 
employing immigrant wonpn m wages well 
below the official mndmum wage. Often 
such wages are not only meagre but paid 
with a lag if at all. Thus, ia three SUM 
wnh major garment centres, the number of 
female workers who were owed back wages 
by their employers grew 52 per cent kg 
1992-93 [Pamela Spare, Gkjbwlisauon. 
Women and Poverty in the US’. 
Development, 1995. No I], 

Women workers are partiadariyaWe cs e* 
by these n eg a ti ve tendencies. Throughout 
the 1990s. the labour force pa rtier pariow 
me of women increased for the24-54age- 
group. Currently, more than three M a rth a 
of women between the ages of 20 and SI 
are rathe labour farce Recently it hat bats 
(bdRdtnilMsy 

Jobs to order to boost the famfly I n co ns t. 
3.3 miffion w ome n are estimated to here 
more than owe Job. These Jobs are 
uvorwhetmiaffy concentrated at tbe lower. 
pOOfty ptU* Cf^OftllC job SfMCOtML TW^ 

thirds of those working at the < 



. wage are women, red by tteredoftte 
1980* more women were taking borne 
poverty-level wage* thaa in 1973. TW* 
matter* became of the large and growing 
number of female-headed households, 
many of which fall below tbe poverty line. 
It is extraordinary that despite such apparent 
treads, theje is a widespread belief spread 
by the ‘New Right' that women struggling 
to bring up children on their own are 
typically lazy and undeserving beneficiaries 
of a welfare system that keeps them from 
ever having to search for work. 

Unemployment rates in the US are 
typically lower than in western European 
countries, but they are still high in historical 
terms. Also, the rates vary widely according 
to social group, with unemployment 
concentrated among non-white groups and 
the youth in particular. Black 
unemployment rates are typically twice 
those for whites, and youth unemployment 
(referring to die age-group 16-19) was bs 
high a* 20 per cent of those in the labour 
force in 1993 [Bureau of Labour Statistics. 
Monthly Labour Review], The other 
important point is that lower unemployment 
rates in the recent past may simply reflect 
declining labour force participation rates, 
especially for males. There has been a 
secular decline in male labour force 
participation rates since the mid 1980s, but 
in 1991 there was a remarkable fail in 
participation rates for all groups. 
Subsequent rises in such rates during the 
economic recovery were rather minor. This 
reflects the well known phenomenon of the 
‘discouraged worker' effect, whereby tbe 
sheer difficulty of getting a job leads 
workers scran tbe labour force to give up 
job search activity and simply drop out of 
the labour force. 

As might be expected, this pattern of 
growing inequality has been associated with 
increasing social tensions and instability. 
The social malaise of the US is deep end 
complex, and its roots cannot be traced 
(Erectly to the economy in any simplistic 
way. But there is no doubt that the 
consumerism and individualism which are 
so much a part of mature capitalist societies, 
and particularly this one, breed their own 
kind of alienation. In tum, the growing 
disparities between rich and poor, and the 
inability of individuals from less privileged 
groups to realise the material aspirations 
which are bred as normal by tbe system 
of advertising, involve tendencies towards 
violence or other forms of defiance. 
Between 1973. and 1993, the number of 
violent crimes per 1,00,000 of population 
has increased by 55 per cent, from 488 to 
758, and this rate is among the highest in 
the world. Drag we c ont i nues to increase 
despite official ttempto to control h, and 
it it especially marked among non-while 
un der p r i vileged gro ups and among the 






unmfpWyot tr 
outof At i registered labeler fbrert ^aetfai 
health'index’ of the US, compiled by 
researchers at Fordham University, 
calculates the overall social health of the 
country baaed on 16 variables. This index 
reached its peak In 1973 (at 76.9 points out 
of 100) and then began declining, with a 
greatest deterioration occurring during the 
Resgan-Buih years, by which time it had 
Mien to only 40 points. Many of the 
variables show their worst ever levels 
currently: the gap between rich and poor, 
avenge real weekly earnings, the spread 
of health insurance coverage, child abuse, 
the rate of marriage breakdown. 

What is remarkable, however, is not that 
there have been such depressing increases 
in indicators of social ill-health associated 
with the growing inequality and poverty 
within the US. but that the political response 
has been that of a further movement to the 
Right. After more than a decade of fairly 
systematic assault on the rights and material 
conditions of the working class in the 
country, the dominant political and 
economic agenda envisages even more such 
attacks. The demolition of the remaining 
structures of the welfare state is seen as the 



CoMMas ,wbfcfc%aa -Mibtio 
power Me last year on a wave uf aod- 
• government sentiment A cross the ow aery, 
the popular mood la aoti-Fedenl and 
concerned with reducing both the budgetary 
powers and the redistributive elements in 
government strategy. The cause* beMad 
this phenomenon are toe complex to be 
taken here in any detail. But certainly it 
is true that the sense of helplessness at the 
decline in American economic prowess 
and growing economic insecurity (in 
relative terms of course), which is very 
generally fek, translates into an anger at 
the government, which has been very 
effectively tapped by right-wing forces. 
The right-wing militia which was 
apparently behind the bombing of the 
Federal building in Oklahoma City is 
actually one extreme tendency in this broad 
spectrum of anti-government feeling. All 
this suggests that, in the most powerful 
country in the world, whose political, 
cultural and economic domination leads 
so many citizens of all other nations to 
view it with envy, things arc likely to 
get very much worse before they can gei 
better. 
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Popular Disillusionment at Root 
of Congress Split 

BM 

With the Congress split, opportunities for political mobilisation to 
further the interests of the large majority of the people have increased. 
The Challenge before the left and centrist parties is to make the most of 
these possibilities without allowing themselves to be beguiled by the 
Rao Congress to go soft on it because of the danger of the BJP fishing 
in troubled waters. 


THE response of Congress workers to the 
conventipn organised by party dissidents in 
the capital on May 19 exceeded the 
expectations of the organisers and was so 
overwhelming that notwithstanding the 
initial hesitation a formal split in the party 
became unavoidable. The 'real Congress' 
headed by N D Tiwan was thus set up. This 
outfit it still not in a position to win over 
a sizeable number of Congress MPs and 
bring about an effective split in the Congress 
parliamentary party such as may result at 
once in the fall of (he Rao government 
dunnglhe budget session of parliament itself. 
The CPI(M) leaders, among them the chief 
minister of West Bengal. Jyoti Basu. had 
predicted, rather had apprehended, that this 
might happen. However, the pitch for the 
Congress Party headed by Narasimha Rao 
has beat queered and the durability of the 
government led by him has come very much 
under question. He may. in fact, jum miss 
realising his fond hope of completing his 
'full term' as prime minister. Elections to 
Lok Sabha seem likely to be forced on him 
well before the end of the year, just as it is 
very likely that the official Congress Party 
will be trounced in the electoral battle, 
marking the end of the era ol Congress 
hegemony of Indian polity. This is for the 
reason that, unlike alter the two earlier splits 
masterminded by Indira Gandhi, there is no 
likelihood of the revival of the Congress 
Party after the split that has now taken place 
The'real'Congress set up by the dissident s 
is not likely to grow into a party which will 
hive the ability or will to play a potent rd; 
m the political arer^ It can play only a minor 
part in the fast changes in political alignments 
that are under way. The leaderships of the 
official Congress as well as of the dissidents 
do not seem to have the necessary sensitivity 
to comprehend the interplay of economic 
interests and social forces which has been 
maturing over the yean to determine the 
nature and direct km of Indian politics It is 
noteworthy that leaden of the rival Congress 
factions have found it necessary ,0 torn to 
SomaGaddhi togas*legitimacy and populai 
support. This shows their weak moonngs 
•morigthe mass of the people Sonia Gandhi 
herself is chary of taking a plunge m the 


turbulent waters of Indian politics. She tried 
to dissuade Rajiv Gandhi to stay away from 
(he leadership of the Congress and from 
assuming the onerous responsibility of 
succeeding Indira Gandhi as prime minister. 
That the Arjun Stngh-Tiwari faction as well 
as the Narasimha Rao faction are still trying 
m> hard to propitiate Soma Gandhi only 
emphasises their political vulnerability. It is 
not surprising that both factions are already 
becoming increasingly cautious in their 
contacts with her. Elements in the ruling set¬ 
up are in fact begi nning to raise doubts about 
Sonia Gandhi‘s competence to play a positive 
role in the power play of (he Congress 
factions Hints are being thrown about Bofors 
and the Italian connections. 

The position of those who still talk of a 
Congress revival is therefore pathetic. The 
only valid interpretation of the events leading 
up to the Congress dissidents breaking away 
and announcing their own Congress Patty 
with N D Tiwan as president is that popular 
will has rejected the economics and politics 
of Narasimha Rao The disastrous 
consequences of policies aimed at subserving 
the business and strategic interests of a 
handlul ol developed countries, the US 
especially, and emasculating the domestic 
impulses for growth and regeneration of 
the economy now become palpable and 
intolerable for a large number of even 
Congressmen. 

The political scenario has become 
progressively more tense since Rao was 
catapulted into office (our yean ago. Even 
civic order has suffered gravely during las 
tenure. The electorate has clearly 
demonstrated its keenness for alternative 
policies. The need for a genuinely federal 
polity has become so urgent that failure to 
find the right ahernativecan ha vtverysencm 
economic, social and political consequences. 
A coalition of political forces bated on a 
dear idcntificatwn with ec o n omi c and so ci al 
interests of different segments in zodrey and 
their due represenoiion in the «pje of 
governance has assumed greet naporamce. 
Those who treat with dttdmn foe popular 
urges of the people and c ons i de r that dtay 
will hud 'political stability' rep udiat e , 
democratic values. Manaiafoa Ran hre here 
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never able to respect the mood of foe people. 
The dissidents are eager lo be more sensitive 
in their responses, This finds s Reflection 
m the policy doc u ments approved at their 
convention. But their capacity far man 
mobilisation is dearly limited. 

The political alignments at they are 
evolving have to reckon with the 
disillusionment of the people with Rao 
govemment'tpolicies.The sweeping victory 
of TDP in Andhra Pradesh and the revival 
of Janata Dal has been significant m this 
context. Political parties have to articulate 
the interests of their constituents and no 
longer find k necessary to pretend, like the 
Congress Party has done, to support ail the 
contending interests in society or claim 
deceptively that their arm is to harmonise 
all the contending interests. Regional pulls 
and pressures as well as communal, caste 
and ethnic conflicts too me exercising a 
significant influence on the processes of 
political realignments. It is not surprising 
other that such pulls and pressures when 
they come into play often assume virulent 
forms. This is e necessary ccncomitant of 
the state of affaire when the rules’ socio¬ 
economic policies have been geared more 
and more openly and brazenly to suhaerve 
narrow vested interests in society - and 
during the tenure of Narasimha Rao. foreign 
economic and strategic interests too. 
Narasimha Rao is seen to be commuted so 
an 'open door* policy for mulboational 
corporations rodonunase the Indian econo my 
and to encouraging the parasitical eleme n t s 
in the upper classes to provide the social brae 
for their operations in Udu. This is indeed 
the content of its economic reforms 
programme and the attempts to repackage 
it to hide its true purpose have been vare. 
Liberalisation of economic activity may 
certainly be acceptable, tan only if it means 
weakening of political and b urea u cr a ti c 
controls and rcgulabonc But the ao-cafied 
liberalisation policy of the Rao govenumnt 
has in fact beat, in i nt en t as weB ns pra ctice , 
freedom for unchecked exploitation of 
India's natural resources, labour and 


consumers by vested interests, foreign and 
Indian, even at bureaucratic end political 
manipulation and c o n up u o n Imre am—I 
menacing forms and drmensious. The 
diastdents in the Co ng ress hnwt mod re 
disMciaK themselves from tUs policy ant 
have, th erefo re, tou ch e d a respoaikrechorg 



Rl patterns may abo aRow ret UR to lUt 
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dm left and camrid parrim hare to foot 
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the Rao Congress to go soft on it because 
of the BJP danger. 

Rao actually embarked on a course which 
marked a break with what was die national 
consensus on economic, social, political and 
foreign policies of independent India. K K 
Tiwari of the Congress dissidents may be 
a brash politician, but he is not far wrong 
when he berates Rao for hobnobbiing with 
the BJP and for active neutrality, if not open 
support, for die BJP to improve the chances 
of his continuation as the prime minister, 
presiding over a rag-tag coalition. While 
Rao pretended to be a votary of democratic 
consensus, especially since he headed a mino¬ 
rity government, secretiveness, deviousness 
and obfuscation, rather than transparency 
and accountability to parliament and people, 
be it on questions concerning economic 
policy, social commitments, religious 
tolerance and secularism or foreign policy 
issues, have characterised his functioning as 


prime minister. Side by side he has not 
hesitated to arrange unprincipled defocribn 
from opposition parties to gain a m^ority 
in the Lok Sabha or fan factional feuds 
within hit own party to consolidate his per¬ 
sonal position u the head of the government 
and the ruling party. As he found that his 
support base among the mass of the people 
as well among party ranks had been fast 
eroding, be became more and more assertive 
and authoritarian in the running of the ad¬ 
ministration and the party machine. He has 
been found out to be a small-time wily poli¬ 
tician, desperately trying to ding to office and 
certainly not above temptations of personal 
gain and nepotism. The dissidents have finally 
split away from him have nailed him on all 
these counts. The realignment of political 
forces and parties can take place at a fast 
pace after this split, which is likely to make 
the run up to the forthcoming general elections 
both exciting and politically significant. 




Selecting the Next CAG 


KPJowph 


With the present comptroller and auditor general (CAG) due to retire in 
next March, it is time for the search for a suitable person to fill this 
vital constitutional position to get under way. The government must find 
a professionally qualified and independent CAG and not yield to 
pressure from retiring government officials lining up for the job. The 
job of the CAG is becoming a sinecure for retired government 
secretaries with political influence, with disastrous consequences for the 
country. 
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wdi revi e w * hint hem c*rM«uf 
changes made. In Australia, in March J989, 
following « coraprebearive inquiry into 
the activities of the Australian National 
Audit Office, a parliamentary committee 
submitted a report, Tbs Auditor General: 
AUy of the People and Parliament. The 
report recommended a number of 
significant changes in the existing Audit 
Act, including the establishment of'a 
Parliamentary Audit Committee to advise 
the auditor general on the parliament's 
audit priorities: A new Audit Act 
incorporating the recommended changes 
was passed this year by the Australian 
parliament. 

in Britain under an Act that came into 
force in 1984, the National Audit Office was 
expensively reformed and brought under the 
control of parliament. Last year, in Canada 
a new Act was passed by parliament, under 
which the Canadian auditor general has to 
report to parliament with greater frequency 
than before. 

The comptroller general of the US, 
Charles A Bowsher testifying before a 
committee of the House of Represented vet 
in February this year announced his plant 
to improve the working of his organisation, 
which is perhaps the best of its kind in the 
world now. After the Second World War, 
the GAO had 14.000 employees. This will 
be reduced to less than 4,000 by 1997. For 
every dollar spent by the US General 
AccountingOfficc.it is able to show ravings 
of $47. In 1994 the work of the General 
Accounting Office underwent a review by 
the National Academy of Public 
Administration at the request of the Senate 
Governmental Affairs Committee. The 


THE present comptroller and auditor general 
(CAG) C G Somixh is retiring in March 
1996. Normally a successor is appointed 
about six months before, the CAG retires. 
The appointment is made by the president 
Of India. It is about time that the search for 
a suitable person to fill this important 
constitutional post gets underway. With so 
many pressing and serious political problems 
distracting the attention of the go vernment, 
it is doubtfol if the selection of the CAG will 
be an item high on the agenda of the 
go ve rnm ent which hat to propose the name 
of the next CAG for the approval of the 
president. 

A strong and effective CAG is the best 
ally that (lie government aod the people cao 
have to red u c e Hie enorm ou s waste and fraud 
we see ev er ywhe re in the central and Mate 
governments, k wifi be in the interest of the 
government to fiodaprofeastonafiy qualified 
and I nd ep en d en t CAG and not to yield to 
presume fr o m retirin g go vernment officials 
lining up for the job, The poet of the CAG 
is bcodming something of i sin e cure for 
retrie d gowernmentmca nt m iM with pol itical 
refinanc e. The c o n e e qnen c e a of giving the 
job to unqnellfted p e rs ons have been 
disastrous for trie connhy. 


Everyone is so intent on watching the 
progress of economic reforms in India that 
few have noticed that government 
expenditure both in the central and most 
of the state governments is spinning wildly 
out of control. Non-plan expenditure gels 
the lion’s share of the budget. Interest 
payments of central government have more 
than doubled from Rs 21.500 crore in the 
year before the present government came 
to power to Rs 52,000 crore this year. 
Twenty-six per cent of the entire central 
government budget of Rs 172,1 SI crore 
this year will be spent on interest p a yments 
which is double the entire defence budget, 
though India has the fourth largest defence 
force in the world. Curiously enough, there 
is not one word in the budget documents 
of this year aboutteduring spending. The 
nation needs a watchdog of tu finances (hat 
barks and brim. This is the time to look 
for one. The opportunity trioaM not be lost. 

The next CAG will have as extremely 
difficult task. The working of trie audit 
department, of which trie CAG is rise head, 
has not ever bcca reviewed after 
indcpcadence to determine if tiara is 
anyeriiug wrotm or if aay riapravaraaura are 
needed. Is rrrva yean in moat CMMriss 


report was released in October 1994. In 
addition, an organisational performance 
review of the General Accounting Office 
is being done by the private accounting 
firm of KMPO Peal Mxrwick. 

in sharp contrast to all ibis, in India the 
CAG's department is notevea subject to any 
external audit. Parliament has no control 
over what the CAG does. He is totally 
independent of everybody. The railway 
budget this year is leu than dm defence 
budget, but the CAG spends Rs IS crore on 
rat way audit and Rs 7 crore on defence 
audit! Why should there be such an 
itnbaUncc?Nobody knows and nobody even 
in pari la ment has t he right to tokthc question 
The Audit Department is fall of such 
anomalies 

Audit organisations mother countries are 
subject eopeer review, toanaarequality The 

following quotation from Government 
Amhtiling St a nda r d s (1994), commonly 
known as the Yettow Book and widely used 
to all pans of llw world, aaMhfeadby d* 
US O ane ra l A cco uatri tg OWoa. wtR give e 
idea of fee Amoricaa pra odc c abow pee 
ravriro ‘Tatri wafe numriraritorxmtkrtiri 
aadtaf to aOord«ca wMk three mdud 
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The cortespoading passage)* the Indian 
CAG’* fttttkJetio*. Au4Mn$ Sumdards 
pubiUhedtn May 1994 read* Hkethts: “The 
auditorjaniiatwn should have an appropriate 
internal control system and should adopt 
policies and procedures to review the 
efficiency and effectiveness of its own 
internal control system* and procedures”. 
Then is not a word about external quality 
control review. Without peer review, 
* parliament and the people will not be able 
' to know If the CAG is doing his work 
property and in time. 

Them is now no way of knowing whether 
there are financial irregularities in the Audit 
Department. A few month* back in New 
Zealand the comptroller and auditor general. 
JTChtpmanhad to resign because hedaimed 
travelling expenses from government for 
some Journeys he made in Europe that were 
personal. 

The audit budget this year is lor Rs 415 
crore. One-third of this is for accounting 
work done for the stale governments. 
Together the state governments spend as 
much money as the central government docs. 
But the accounts of many of the state 
governments kept by the CAG are in an 
appalling mess. Tull of serious errors which 
lead to fraud. 

A report by a committee under the 
chairmanship of S L Shakdher in March 
1993 shows that there an; mountainous 
arrears in the maintenance of the accounts 
of stategovernments and the submission and 
disposal of the CAG's audit reports. The 
committee itself was appointed in very 
peculiar circumstances. The last paragraph 
of Auditing Standards referred to earlier 
says that “adequate, prompt and proper 
follow-up action in the light of audit 
conclusions will enhance the effectiveness 
of audit and promote public accountability" 
The whole of the Shakdher Committee report 
clearly shows that this is not taking place 
at all in India. 

The absence of any review of the working 
of the Indian Audit Department since 
independence and it* total immunity from 
external audit and peer review have resulted 
in serious problems that prevent it from 
carrying out its constitutional functions 
properly. This has received very little public 
attention but has been known to the CAG 


According to the author, the government 
ihoth central and state) ignores audit. He 
finds the situation so nuolerabte that he says 
that the neglect of audit by government 
“threatens to undermine the whole system 
of accountability" and he considers it “the 
most strange and puzzling phenomenon of 
the Indian democratic system" Sixty per 
cent of the audit reports of the central 
government are not examined by the Central 
Public Accounts CommiUee. Nobody knows 
what has happened to such a well known 
audit reports as the one on the purchase of 
the Bofore guns. In the state govern mew* 
the examination of the audit reports is in 
arrears sometimes by 10 yews or more. The 
CAG used to attend the meetings of the State 
Public Accounts Committees and hold 
discussions with state finance ministers in 
earlier years. But he has given up all this, 
which has contributed substantially to 
governments ignoring audit. 

India is one of the few countries in the 
world where there are no prescribed dates 
lor the submission ot the annual accounts 
and audit reports to the central and state 
legislatures. A recommendation by the 
Administrative Reforms Commission which 
was accepted by the government for 
prescribing dates for accounts and audit 
reports was ignored by the CAG. with the 
results described earlier. 

The range of functions performed by the 
Indian CAG is unique inthe worid. He audits 
the transactions of the central and state 
governments (amounting to nearly 
Rs 4.00.(100 crore a year), maintains the 
accounts of the state governments, includ¬ 
ing maintenance of Provident Fund Accounts 
of millions of government employees. The 
CAG personally has to approve about ISO 
audit reports annually, each consisting of 
200 to 700 typed sheets on the average in 
a span of less than four month* - a nearty- 
impossible (ask. 

Bewildering as all this is. it is nothing 
compared to the problems arising out ot 
inadequate attention given to audit 
Compared to developed countries, there is 
more fraud and corruption in many of the 
developing countries and India is no 
exception. In the developed countries, there 
is greater emphasis on value-for-money aurht 
and lesson regulatory audit. India is copying 


should be profesoonaHy qualified m handbag 
accou n ts. The CAG is solely responsible for 
keeping the accounts of nearly Rs 2,00.000 
crore annually spent by the state 
go vernmenu. The country needs a new CAG 
who is a thorough professional, able to sol ve 
the frightful mess in audit and accounts, 
reorganise the Audit Department and make 
its functioning transparent. 

So far in India there seems to have been 
an understanding that the CAG should he 
selected from among the ranks of secretaries 
to the government of India. The last three 
CAGs were secretaries, but with no 
experience in accounts and very little in 
financial management. During the days- 
before independence the selection of the 
auditor general used to be made in an 
altogether different way. Early in their career, 
officers of the Indian Civil Service with a 
flair for financial and accounting work were 
transferred to the Audit Department at the 
level of deputy accountant general They 
worked their way up and the be« of this das* 
of officials was appointed as auditor general, 
like the famous Maurice Gauntlet! 

The present practice of appointing retiring 
IAS secretaries unfamiliar with audit and 
accounts as a result of political pressure has 
resulted in the colossal mess m the Audit 
Department and the decay of accountability. 
If anyone still insists that a retiring 
government secretary is the ideal candidate 
for the job because m Britain normally 
permanent secretaries are given the jab. it 
will be useful to remember that the p res en t 
British C and AG. Jonn Bourn was not a 
permanent secretary at the time ot selection 
and that in the House of Commons there was 
a strong demand that the C and AG should 
he selected from within the National Audit 
Office. In most countries only professionally 
qualified persons are appointed to head the 
Audit Department. Charles Bowshcr in the 
US and Denis Dr sjuiels of Canada are good 
exampfc... la Pakistan the auditnr general is 
a member of the Pakistan Audit and Accouat* 
Service. 

In other departments that deal m accounts 
like the Defence Accounts and Railway 
Accounts, the departm enta l head is utvanaMy 
drawn from within their owu ranks. This is 
not so now in the Audit Depart—L 
Considering the fact that immediate 


w a long time. 

! A retired deputy CAG has written the 
history of die Indian Audit Department in 
lour votamts, With a foreword by a former 
CAG. T N Chaturvedi. In this book there 
is a ch apt er of 4* pages with the title 
Summing Up' which gives an alarming 
rteture of(he oortfurion and chaos in the 
M*dd Department which have increased 
KKMhfanMy tftcr the publication of the 
x>ok. Strangely enough Chaturvedi 
ampteuty agree* with the conclusion* of 
M historian of the Audit Department. 
4ore surprisingly, nothing has been done 
o sotve any of the problems described in 
he book. 


the developed countries by giving more 
importance to vaiue-for-money audit and 
neglecting traditional regularity audit. But 
in Indian conditions it is suicidal to neglect 
regularity audit which is the only way to 
bring out the miscellaneous financial 
irregularities so common in mon government 
offices in our country. The neglect of 
regularity audit is costing government 
thousands of crores ol rupees ammBy. This 
has gone unnoticed and should be of serioua 
concern to parli am e n t. 

As a third of the wotk of the CAG is 
keeping the accounts of atari gmiannmui 
and is of a technical mure and ia act dene 
efficiently now. it is deer that the next CAG 


organisational and technical change* art 
accessary ia the Audit Department if his 
to do the work expected of it by the 
cowsmurion. let the writing IAS job snnhrw 
give way «o a younger officer of tfte Mahan 
Audit Department so occupy the pant of 
CAG. It is ir releva n t if he u a gmanumrsa 
secretary or not Three IAS offices* have 
occupied the poat one after m othe r. Let die 
offkmofthc Indian Audit D ep a r tme nt have 
then mm. far a change. 

The process of selecti on of the CAG shnuhl 
not be secret m it has been w India, unlike 


prevail over service rivalries and radnridaal 
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BIHAR 

A Vote for ‘Social Justice’ 

AKRoy 


The term 'social justice' which Laloo Prasad has made his own is not 
merely a sentiment, nor has it anything to do with the caste issue. It has 
today emerged as an ideology to mobilise the productive forces. 


VOLTAIRE wrote that three types of 'men' 
lived in France; men, women and clergymen, 
in Laloo Prasad's Bihar live two types of 
men; commonfolk and gentlefolk. The 
election result is being seen as the defeat of 
the latter. This has created a furore. Many 
are upset. The first term was taken as an 
accident; a second term is beyond 
explanation. Even the media is unhappy. All 
its predictions have gone wrong. Once 
Gokhale said “What Bengal thinks today. 
India thinks tomorrow."Times have changed. 
Now what happens in Bihartoday will happen 
in India tomorrow. Hence the anxiety. 

What is more the victory is sweeping and 
convincing. The Janata Dal has got absolute 
majority adding as many as 41 seats to its 
previous tally of 123 in the house of 324 
wherein elections were held for 319 seats. 
The Bharatiya Janata Party has a total 42 
seats. The relative strengths of the chief 
minister and (he leader of the opposition in 
the new assembly would be in the ratio of 
164:41. ThcCongiessri) is wailing after being 
reduced to a poor third, losing 29 seats. The 
left as an ally of JD improved its position 
marginally but with decreased importance 
and increased dependence, while the defiant 
CPU ML) has failed to cross the boundary 
of six. The Jharkhand parties also stand 
demoralised and the belated talk of unity is 
more in (he interest of posts in the recently- 
bom Jharkhand Area Autonomous Council 
(J AAC) than for the future of the movement. 

The election was unique. It took place in 
five phases after the schedule was changed 
three times. The election continued for more 
than a month and counting took more than 
a week. On one sideT N Sethan hired Punjab 
commando* to protect the election process, 
on the other the Naxalke* used guns to halt 
the process. However, Bihar politicians 
proved that they were more cunning than 
either. Even while adhering to the model 
code of conduct all the old practices 
continued, which of course included 
‘peaceful 1 bogus voting. But the problem 
arose as it did not remain s one-sided affair. 
The pro-Laloo front competed well in this 
an also which once used to be considered 
the exclusive an practised by the opposition 
to compensate shortfalls in votes. This upset 
all calculations and the aott-Laioo front lost. 
So the opposition has reaton to feel a g g ri e ved 
and the lewierof the opposition had sufficient 
reason to accuse the g ov er nment of large- 
scale Interferen ce is the election process in 


his maiden speech on the motion of thanks 
to the governor. 

The el ection j vas unique in other aspects 
also. It showed that the people of Bihar were 
more capable than the political leaders. 
Political parties set up numerous cmdkfanes 
but the people silently eliminated the less 
desirable which Included even the unfair 
half of the 'fair lady’ of Vaishali who 
contested in three constituencies. The people 
were also harsh on independents reducing 
the numbers who won to 10 and also to those 
who floated overnight a new organisation 
like the ‘ Vanachal Mukti Sena' because they 
were not given tickets. The people were also 
not kind to those with family connections 
except for the son of a tribal leader in a safe 
constituency in Dumkaof Santa! Parganas. 
Money, of course, pisyed its usual role, but 
mu scle power was present in the background. 
One can only wonder if things will be difficult 
after photo identity cards are issued. T N 
Seshan is no match for the Bihar politicians, 
but the people are. 

On the face of it no set ideology had its 
sway in the recent election. In that way it 
was the most non-political election where 
only individuals counted. The Congressf!) 
was afraid to unfold its newly-acquired 
philosophy of economic reform and 
globalisation. Even after mobilising both 
'Ram'and ‘Ravan'ofitg: TV serial the BJP 
could not create a Hindutva wave. Though 
in Bihar, theoretically, the left has the most 
organised parties, both as allies of and 
opposing Janata Dai, no ideology of the left 
variety not even 'market socialism’ was put 
before the people re the alternative way. The 
sizeable organised working class of Bihar 
could not leave its imprint on the election, 
except as a weak auxiliary force, even in the 
industrial belt But what surprised many was 
that the Jharkhand issue could not become 
s factor even in the Jharkhand area and the 
JAAC agr eem en t was not even seriously 
debated among the people durtagthceloction. 
Not only the J hmfc hrei d parties bra even the 
JAAC has lost weight after the electio ns . 

Many theories have been floated to explain 
the victory. The moat popular amongst them 
is the caste (Jttory-tat the most backwards 
rallied around Laloo. But why should this 
have ha pp en ed when than were so many 
other options? The Coegressfl) installed a 
mi nori ty leader as to president In Mmr but 
that failed to lure thamover. S imi larl y, neither 
‘Lob* aor 'Kush' aided with the Banana 


toc tdS w ujh k3o5dtere! ^m 2wi re o n i e 
support from Iwmit and Metis; aim# te 
defeat Laloo Prasad without of course 
bringing victory to Niitoh Kumar.There was 
no dearth of yadav leaders. UPisbiggertar 
Bihar. So Mulayam shoidd have been tatlcr 
than Laloo and more attractive. But the 
result was different Even the veteran yadav 
leader of Bihar now in the central cabinet 
whose call once mobilised theyadavs of the 
stale lost ground after campaigning against 
Laloo Prasad. Neither were the raiputs 
attracted by the Bihar people's party. 

Does it mean that Laloo Prasad has won 
due to negative votes and so is s temporary 
phenomenon? The answer is aqualifled'no' 
There is apattem which has emerged having 
great potentiality for the future. Election 
strategies are now befogbatedon community, 
caste, region or ethnicity. The comnamteu 
tried to interpret this guided by strict 
economic categories. They all fai led to make 
much headway at least in the Hindi heartland 
despite many resolutions, the latest one being 
from Amritsar. The Bihar election has shown 
a much simpler picture with social and 
economic inequality, caste and class are 
interwoven. Indian society is broadly divided 
into two categories; productive and 
unproductive segments, the former being 
the dormant majority and the litter ruling 
dominant minority. The two categories 
generate two kinds politics. The productive 
forces are the natural constituency for 
secularism, social justice and national unity 
white the unproductive forces, the parasite 
class tends towards commuaalism. 
consumerism and disunity. So in the towns 
and cities where the parasitic class dominates 
the BJP could win in a big way while in the 
rural areas and the industrial belt with the 
productive force* voted for Laloo whoacted 
as a mohfliscr for this polarisation and the 
ruling class helped by attacking him. The 
wrath of his adversaries was the biggest 
strength of Laloo Prasad. The productive 
forces are always in the majority and 
antagonistic to (he parasitic rating chits but 
have remained dormant for long. The call 
for social Justice has awakened them making 
the present d i f fe ren ce 

The term ‘social justice' which Laloo 
Prasad has made his own is not merely i 
s en tim ent, nor has it anything to do with 
‘ caateism'; but it hat eaaarged at the dearest 
ideology la the election and has acted as i 

■VaMOrMN raw, lit O©fPO6^0Ml wKB UK *Cil 

The anti-Laloo front has no idaologictl 
binding, no political co m mitment, no pel hio 
even, except getting more tents. Without » 
I deological edge ail tarn pottdcai parties 
becam e alike and round Me potato (‘stoo l 
and ta the bank Latoo easily devoured ill 
these apolitical ‘atoot* and won. But rids u 
the second and partugeta ia t ad ta ro give* 
toLatoePnsadtebriagabout sedo^ohtscil 
change id go with rite p a y rhotogtre l rharf 
ha hat brought to. 
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Chirac: Resurrection for Whom? 


In no ether country does the bourgeoisie act so swiftly and decisively, when 
it perceives bsetf to be threatened, as in France and, in the absence of any 
authentic left opposition, Chirac today sits atop a political pyramid that is 
unquestionably solid. But that solidity has to be viewed in the context of 
global forces in which a bourgeois France and its political bosses remain 
insignificantly minor players. 


ON the new* of the prophet’* mounding 
triumph, the faithful hollered ecstatically: 
-It* a munectioa. He is resurrected." The 
raviag mob were not reborn Christians 
bellowing their adoration to the second 
coming of Christ the Redeemer, but rather 
lolhfiinhiilgnstodhouigroiipolltii al prior r 
ling whose tenure of office it seven long 
unMenupwd years. Chirac and his class 
have now grabbed the most prestigious 
office that the bourgeoisie and its state 
apparmcbUts can confer on one of its breed. 

hi no other country does the bourgeoisie 
act so swiftly and decisively when threate¬ 
ned, or perceived to be threatened, as in 
Prance. The ranks of the politically divided 
rating data were doaed, like a dam, when 
the threat ofeven an innocuously timid Jospin 
loomed on the horizon. Prom 20 per cent 
of the total vote toaaeizure of the command¬ 
ing heights of atale power is no aeddeat. A 
muM-millkm dollar razzle-dazzle presi¬ 
dential election fought with ail the blitz, 
panache and gimmickry of an American 
preaidential read show paid dividends. The 
fort* of money politics alone however does 
not expiate hit accomplishment. 

Ho m age must be rendered to Chirac. He 
is one of the supreme international political 
proa and has successfully clawed Ms path 
to the aummit over the last three de ca de s - 
the slickest of Tammany Hall politico* to 
uae the Hugo ot the New York political 
machine. He hat been around a very tong 
time. His deft political footwork straddles 
the Fifth Republic, 'born in 1958. 
Unhnerrupiedly since I960 he has been 
h ac tHag in the ring, aad at times he has been 
pushed lo the ropes. 

What matters is that he has survived the 
bettie of the aewers and indeed bet flourished 
as none before him hm done. He has been 
prime mbtjeter twice. This was Ms third 
lunge tmo the pre s id en tia l race. This time 
he scrambled to the top of the greasy pole. 
No president ia the history of France. Face 
the advem of da fiaulle. hm ever acquired 
mch overwhelming power, ia targe part due 
to a ronetharionelty rigged voting system. 
It reamte* to be seen of course whether Mi 
chartamoand t en aci ty wifl prevent him from 
being pushe d m flat wsfl when the tide of 
eve nu cfcMptfc* 

Chirac's reign e mme t be compared to thnt 
of Francois Mitterrand who did not coearai 


the state powerhouse save in the early part 
of his corrupt graft-ridden presidency - and 
that in a wobbly and indecisive manner, k 
was a regime of ‘cohabitation’ as it was 
labelled, that is a melange of every kind of 
political dealing and wheeling. The highly 
honed Chirac electoral machine has begun 
with a gigantic growl - at least politically 
- under the most suspicious of conditions. 

The numbers tell the story: Chirac’s 
party (he was the founder), the Gaullist 
Rassemblemetu pour la Repubfique (RPR) 
and its ideological bed mate, tee Union pour 
la Democratic Francaise (UDF) now has the 
Elysee presidential palace firmly in its guide. 
480 seats in the National Assembly out of 
577: a crushing 78 per cent control of the 
Senate: control of 21 of the country's 22 
regions; and 77 per cent of the 95 mainland 
departments. What more could any politico 
pray for? 

This is the kind of political power dial 
bludgeoned, battered and bankrupt politicos 
like Clinton. Berlusconi, and Major could 
only dream of . What Chirac’s political power 
grab encapsulated was the imperative of 
giving a face lift to a socially stricken social 
order. What if confirmed was the age-old 
bourgeois principle stated with such 
staggering clamy by one of the master 
political guiagriu of the US. Herey Kissinger, 
one of the prime generators of the Chilean 
(and Vietnamese) holocaust: *1 don't see 
why we need io stand by and watch a country 
gocommunid because of the irresponsibility 
of its own people." 

In short the ‘masses' are entitled to any 
regime of their choice as long as they do 
not translate into policy the Proudhonian 
proposition that ‘properly is theft’. In the 
case of 62-year old Jacques Chirac, big 
money has rocketed to power a super- 
organised impresario whose entire career 
hm been unwaveringly devoted to thedefence 
and vested interests of bis class. Indeed, one 
wtoaedaas roots inspires intoxicating ecstasy 
by his promoters. 

The politician aad Ms cists origins are 
insep a ra bl e . By birth a Parisian, he is a 
graduate of the tQuatrious secondary sc h ool : 
If Lyeee Carnot. IBs father was chairman 
of the board at tie Dan auk Aircraft Cor¬ 
p oration; his tootitefftomawnowati family. 


Politique*. Subsequently, he was granted an 
American scholarship for graduate studies 
at Harvard. There is no proof, unhke in the 
case of so many others, that he was pulled 
into the CIA net work; but indubitably it was 
there that the American political caste first 
appreciated the qualities of the budding 
political climber who proved to be one of 
the most indefatigable protagonist ot their 
interests. 

In the upper echelons of power marriage 
in France, as Honore de Balzac reminds us 
again and again in the Comedie Horn amt. 
is a marketable commodity transacted 
between buyers and sellers. The stakes are ‘ 
high. A marriage has use vahieand exchange 
value; in 1956. Chirac married two one of 
the richest of France’s aristocratic families. 
His wife Bernadette de Courcei belongs to 
the 500 richest families in France. Her social 
and financial tentacles, and those of her 
family that were implanted in the leading 
banks and several public offices, were assets 
in a treasury to which the young Chirac was 
not oblivious. 

Unlike Clinton who opposed the Vietnam 
butchery - it was the only morally dignified 
choice in a sordid career that he had ever 
made - Chirac joined the French army - as 
an officer of course - that proved the grand 
liquidator of a million Algerian lives. 
Chirac's lies with the Military industrial 
Complex have always been of the most 
intimate. In 1958. iipon his return to France 
and in view of hts impeccable military 
prowess, he was despatched by the political 
caste to attend the Baste Nationalede Drat 
et d'Administration. 

It was yet another manifestation of his 
social acceptability It istheteghestofpany 
schools. Its current ruling ideology is that 
of economic liberalism Its graduates are 
politics! commissars in the service of an 
established political and corporate credo dial 
is the antithesis of democracy. In short, he 
became an Enarqur as did Jospin. Rocard, 
Balladur. He was now propelled into the 
ranks of a senior cunl servant. Another vnat 
rung of the ladder of power had been scaled 

From then on thanks to the protection of 
Georges Pompidou (de Gaulle's prime 
minister and one of the leading mana g ers 
of the Rothschild dynasty) Ms advance was 
unstoppable. Money, which had never been 
an obstacle to hts advance, was lavishly 
available The sobriquet 'bulldozer' was not 
inappropriate to describe die drive of this 
frenzied pobttco on-the-mske that t o lerated 
no obstacle in his dttnb up the greasy pole. 
His ejection to the National Assembly hi 
1967. Ms subsequent prune mwtssrndngs 
aad not least his grab of tire ma yors h ip of 
Parte, were essential i ngre die nts that weal 
Mo the nuking of hts ultimate conquest. 

What Marx and Engels said in The 
Cemmmutit» ufrs*o is greener today than 
k aver was: "the executive of the modem 
awe is but a c ot no nne c for owiptf tW 
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affairs of the bourgeoisie”. That genial 
utterance underlines the da** function of the 
state; and is of particular relevance to the 
party, the party's commissars and the 
bourgeois slate inherited and now managed 
so zealously by Chirac Inc. In the person of 
the new president, a rapacious French 
bourgeoisie has found an extremely vigorous, 
highly organised creature from among their 
ranks. The sheer driving power of that man 
and his handlers cannot be underestimated. 

His political accumulation has been 
massive and unprecedented. Still relatively 
young — judged by past presidential 
benchmarks — he and his handlers now 
have seven years before them. Notwith¬ 
standing his extravagant populist rhetoric 
about 'democratic change’, his unbendable 
goal has always been, and remains, the 
consolidation of his class, and the system of 
which he has always been the prime 
beneficiary. 


One of the traits of capitalism it itschartging 
nature. This is meat manifest In the banality 
of the concentration of corporate capital or 
what 1 have designated as the 'Giohal 
Economic Gulag*. In the absence of 
countervailing political power the Corporate 
Gulag is surging forward at a cataclysmic 
pace. France as the world’s fourth ms^or 
industrial country is one of its components. 
For the corporate masters of the Gulag. 
Chirac and his devotees will he deployed to 
service their interests. They will be retained 
on the proviso that corporate big-moneyed 
interests are served. 

What this adds up to is that Chirac, in the 
absence of any viable and authentic left 
opposition, sits atop a political pyramid (hat 
is unquestionably solid: hut that solidity 
itself must be studied within the context of 
global forces in which a bourgeois France 
and its political bosses remain insignificantly 
minor players. 


Russian Economy: Thming the Comer? 

R G GWadhubli 


Anatoly Chubais, the deputx prime minister of Russia, was in Washington in 
April to arrange for the rescheduling of Russia’s debts and to raise more 
funds from the international institutions. To achieve this he did his best to 
present an optimistic picture of the Russian economy at the National Press 
Club, but his audience may not have been convinced by all his ermtentions. 


ANATOLY CHUBAIS, the deputy prime 
minister of Russia, was in Washington in the 
last week of April 1995onhisofficial mission 
to arrange for rescheduling of Russia’s debts 
and to get more funds from the IMF and the 
WoridBank. He was aware that the western 
countries and the international financial 
institutions, in particular, may oblige him it 
he gave an optimistic pictuieof the improve¬ 
ments in the Russian economy. To achieve 
this task he did his best at the National Press 
Club in Washington in his meeting with the 
international press on April 27, 1995. 

In his view, quantitative improvements 
were visible in the Russian economy His 
arguments and contentions were as follows. 
By April 1995 about 60 per cent of the 
country’s GDP was generated in the private 
sector. Russia has entered the second stage 
of privatisation, which is quite attractive for 
foreign investors as well. In the first quarter 
of 1995 the inflation me had come down 
by two-and-a-half times as compared to the 
level prevailing in 1992-93. and by the end 
of 1995 the inflation rate is expected to go 
down to 2 percent. A sharp declining trend 
in the exchange me of the ruble prevailing 
in the autumn of1 994 had been arrested and 
it is gening stabilised at about 5,000 ruble* 
per US dollar as a result or increase in 
reserve of currency fond, which it being 


monitored by the Russian government. In the 
budget ut 1995 efforts ore made (o control 
the deficit and foliation. He added that there 
were no bureaucratic controls over domestic 
prices. Moreover, price controls lor most 
export products including oil and other 
energy products were liberalised. In short, 
while many tasks Ik ahead. Russia is dose 
to achieving financial stabilisation. 

There were several correspondents and 
reprcsentati ves from the Russian and western 
papers such as livestiya. Segodnya. Moscow 
News, Radio Liberty, etc. who asked 
questions and wanted to know more about 
the views of Chubais on many current 
situations in Russia. During my stay in 
Washington at (be Kennan Institute for 
Advanced Russian Studies I availed of this 
opportunity to he present and to ask questions 
on the Russian economy. Some of the issues 
on which views were ought were, western 
response to Russia’s debt rescheduling; cost 
of war in Chechnya; US assistance to Russia: 
privatisation; conversion of defence indus¬ 
tries to civilian economy: relations between 
the centre and the regions; and so on. 

Replying to the question of rescheduling 
of debt and western assistance to Russia. 

8 Mis opined that there was no unified 
em response on this issue till then and 
he waa hopeful of western assistance. 


Russia wasfookfog for an irrt ngc m e m for 
rescheduling debt n6t an annua! blaht but 
on a medium-term basis, that is. repayment 
after two or three yean. He was confident 
that by l997-9#Rus*ia wilt be able to repay 
debt at the rate of $ 14-16 billion per year 
In regard to western aid and investmen t . 
Chubais asserted that Russia was no more 
in need of humanitarian aid which was 
necessary in 1992. At present the Russian 
market is filled with goods though much of 
it is imported. But what Russia urgently 
needs at present is large investment, technical 
assistance in the form of managerial trainiitg. 
and legal advice and a framework for 
managing property rights since Russia has 
at present 40 million ‘shareholders who warn 
to defend their interests. 

On the issue of Russia’s war In Chechnya, 
which he considers a great tragedy, Chubais 
observed that real changes were taking place 
and life was returning to normal in that pan 
of the country People who had fled the 
region were returning. Basic amenities such 
as electricity und water were available and 
so also medical assistance to the people. The 
Russian government ensured payment ol 
salaries in the people who were denied it by 
the local government for quite some time. 
He. however, had a dig with some of the 
elite papers in Russia which exaggerated the 
cost of war as running into S 5 billion in three 
months. He was sure that the Russian 
government would be able to restore life in 
Chechnya within the budgetary allocation 
for the region by the Duma for 1995. He 
added that the Russian government had 
increased the minimum wages of Russians 
to 43.000 rubles pet month. 

On the question of privatisation and 
conversion ol Uclcncc enterprises to the 
civilian economy. Chubais noted that the 
Russian government was lully supporting 
privatisation. In the second stage ol 
privatisation, important industries such as 
oil. gas, gold, de. are being privatised through 
auction. In this process several Russian 
commercial banks Imm which the govern¬ 
ment is a We to get loans will he getting rights 
to own shares and establish ownership rights 
The government hopes that the second stage 
of privatisation will eliminate monopolies 
and create conditions I or competition among 
enterprises. In regard to the conversion of 
defence industries to the civiliao economy, 
for a large number of defence units output 
has been going down during the last two to 
three yean. Government orders lor their 
products have declined by four or five time*, 
which isspositive dev e lopment. The difficult 
task of restructuring is taking place in these 
units. The situation is not bad in some 
cases. He cited foe care of foe Uralmasch 
enginocriiqt plant fo wtuchtivilian product for 
has been increasing to about 50 per cent and 
where g ove r n m en t orders for defence item* 
have declined. On a specific question about 
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the share of foreigner* hrRureia’s capital 
Mock of private ow n er shi p, Chubais Mated 


and toon. Aootidtag to Moscow's paper 
K ontm e nant Daity of April 11. 1999. (he 


that it was about 10 per cent of {he total sad 
dial die US and Germany are die leading 
countries. He added that tome of the 
American firms were alto actively partici¬ 
pating m the rauiKitiring of production of 
privatised Rnstian enterprises. 

While Chubais* intention to portray a 
picture of the Russian economy which is 
dinting the comer for positive development 
was understandable, ii it doubtful whether 
die correspondents in the National Piets 
Centre or western policy-makers were 
convinced of ail his arguments and con¬ 
tentions. It may be worthwhile to look into 
some of the issues. 

The primary concern of Russia at present 
isinfiation. On this issue, contrary toChubais' 
contention, according to several independent 
groups such as Planecon. Vienna Institute. 
OECD, etc, which are monitoring Russia's 
economy, the inflation rate for 1995 could 
be about 100 to 300 per cent. As per the 
estimate of the noted Russian economist 
Pavel Bunich, Russia's overall inflation in 
1993 could be 100 per cent ILileraiumaya 
Gazeta Moscow, No 13, March 29, 1995) 
which, however, could be an improve¬ 
ment over the hyper-inflationary trend in 
1992-93. As regards die hopeful signs in the 
first quarter of 1995. despite a general 
declining trend in die inflation rate, in the 
non-productive sector the inflation rate has 
remained high. Moreover, it is not clear 
whether inflation has come down for the 
basket of goods of mass consumption. There 
has been a cyclical trend in the inflation rate 
during the last three years. As per Goskomstat 
(State Statistics Department) of Russia, 
negative social effects were prevailing in the 
first quarter of 1995 with a fall in the real 
income of the population, which could mean 
that the inflation rate ntight have come down 
mainly with respect to goods of luxury and 
comfort that are anyway beyond die reach 
of common man in Russia. 

Apart from this, as observed by Evgeni i 
Vnilchuk in his analysis in the Izvrsttya 
Financial SappjementdmedMstth 16,1993, 
there are certain negative tendencies in the 
Russian economy during January-Fcbruary 
199$. The index of industrial production 
was -4.8 per cent, retail trade turnover was 
-7.2 per cent and GDP growth in current 
prices was 4.S per cent as compared to the 
last quarter of 1994. Equally alarming is the 
fact that industrial investment in Russia by 
all forms of o wgt ah i p has gone down by 
28 per cow t* i—tary-February 1995 in 
comparison to the corresponding period m 
1994. This could be partly due to the huge j 
inter enterprise debt running tnto tnlhorw o( 
rabies; a break in economic ties among < 
routprtwiitauhligfromdrecollapvcofthe i 
Soviet Union-, the tasMWty to re-establish < 
linkages onmariMt principles; the prevailing 
critical situation in Russia’s banking sector. 


number of insolvent banks was growing due 
to their risky credit policies, in the fust three 
months of 1995, licences of 41 banks were 
revoked and 100 cases were under con¬ 
sideration. In 1994 only 65 licences were 
revoked. Hence this should be a matter of 
great concern for the Russian leadership. 

Chubais’ statements on the situation in 
Chechnya may not con vince western curies. 
Life may not become normal unless durable 
peace is restored in Chechnya, but Yetuin’s 
temporary cease-fire offer of April 28.1995 
has been disregarded by the Chechens. 
Besides striking back at Russian troops: the 
rebel forces would like to embarrass Yeltsin 
on the eve of his meeting with 50 heads of 
nations in Moscow. According to western 
analysts, guerrilla war may last for months 
or yean. Moscow is under pressure from the 
west to find a permanent peaceful solution 
which may not be feasible immediaiety In 
the meantime a lot of resentment is expres¬ 
sed in the west. TheNew York-based Human 
Rights Watch has urged the American 
president Clinton to condemn Russian 
atrocities in the war, and this group has 
suggested further disbursement of a $ 6.8 
billion loan to Moscow by the IMF to be 
conditioned on ending the war (The 
Washington Post, April 29. 1995). There 
were also pressures on Clinton to cancel his 
proposed participation in the allied victory 
anniversay celebrations in Moscow in the 
second week ot May 1995. 

In contrast to the statement on the Chechen 
issue. Chubais' contentions on Russia's 
privatisation were relatively more con¬ 
vincing. Russia has recorded substantial 
progress with regard lo privatisation in 1994. 
But much of privatisation of industries has 


meant distribution of shares to workers and 
other employees, managers, etc. The 
gov ernm ent still retains part ownership of 
tiiese enterprises. The st)de of management 
and functioning of the enterprises have not 
changed much. Moreover, monopolistic and 
oligopolistic tendencies Milt persist. This 
notwithstanding, the second stage of 
privatisation is going to he crucial for Russia 
as rightly stated by Chubais. Russia urgently 
needs money to carry out the costly venture 
of economic transition which also involves 
large-scale modernisation of the outdated 
technology used in Russian enterprises 
Moreover, f ailures m economic politics have 
drained off the resources of the government. 
To meet the financial needs of the country 
the Russian president has issued a decree. 
'About measures to ensure guaranteed 
income to the federal budget from privatisa¬ 
tion in 1995'. Under this decree a portion 
of shares of key industries are to be sold 
(Ntzavitimaya Gazeta. Independent Paper. 
Moscow. March 22. 1995). Some of the 
important industries to be privatised are 
the following - Rostctekom 15 per cent; 

Svyazinvest'tcommunication industry) 25 
per cent: Norilsk Nikel' (nickel iaduitiy) 
38 per cent; goWminmg enterpriset-futi; 
enterprises of defence production and atomic 
energy complex not producing defence 
equipment - not less than 25 per cent. This, 
however, relates to the 25 per cent portion 
of the capital stock that Goskonumushestvo 
(the state committee for property) holds in 
all Russian enterprises, which is to be aoid 
by auction through the Russian Federal 
Property Fund. It is reported that the Russian 
government is expe ct ed to take expedit i ous 
measures liar selling state property, not only 
those mentioned above but also other 
municipal and agricultural enterprises. A 
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only in enacting laws but *t*o in imple¬ 
menting economic policies, and hence even 


for investment capital in Ruwia from S 500 
million in August 1994 to 125 mutton in 


total turn of 24 trillion rubies (that is about 
12-15 billion dollars) income is expected 
Privatisation of oil and gold mining units are 
to bring the major share of income to the 
government. In pursuance ofthis the Russian 
oil company Lukoil will float shares reserved 
for foreign investors in May-iune 1995 to 
get at least $ 300 million. Most of this will 
be uted for technical equipment, rebuilding 
refineries and repayment of government 
debts. Chubais, who is considered to be the 
father figure of Russia’s privatisation, is 
repotted to head the state committee for the 
formation of income for the federal budget 
from privatisation. 

The newly emerging private banking 
industry is taking an active role in Russia's 
privatisation. As reported in the Moscow 
daily paper Stgodnya (Today) of March 31. 

1995. die Consortium of Russian Bankers 
bu offered its services and co-operation to 
the Russian government in this task. Besides 
the participation of the domestic capital 
market the Russian government will be 
looking forward to foreign participation and 
institutions in Russia's second stage of 
privatisation. Chubais' visit to Washington 
may further facilitate this objective in 
attracting American capital participation, 
which may also enable Russia to get much 
needed advanced technology and managerial 
skills for die modernisation of Russia's 
economy. 

The second stage of privatisation is 
significant for political considerations as 
well. Elections for the parliament are 
scheduled to take place in December I99S 
and for the presidentship in the middle of 

1996. The democratic parties in the present 
coalition government and Yeltsin in particular 
would like to show progress in their economic 
policies to enhance their chances of success 
in the intense political game that lies ahead 
in Russia. 

Even as the outcome of the second stage 
of privatisation is yet to be seen, some 
reservations are expressed. A few Russian 
analysts feel that the government may tell 
substantial shares in key industries cheaply 
which may not he in the best interest of the 
country. Russian commentator Ateksander 
Nekipov of Nezavisimaya Gazer a has 
observed in his report on March 22, 1995 
that being in desperate need of money, the 
gov er nme n t may setl anything as fast ts 
possible. He was criticfl of the Russian 
government’s policy of 'privatisation for the 
sake of privatisation' as a quantitative basis 
of reform. In other words, the government 
may gamble with the country’s wealth and 
economy. Moreover, anti-foreign bias seems 
to be ap p ea rin g , and the emerging Russian 
entrepreneurial groups, fearing competition, 
may not wholeheartedly welcome foreign 
participation under (he pretext of local 
patriotism. Apart from this, regions and 
a u t on o m ous republics in Russia may exert 
pressure on the centre to share power not 


in the task of privatisation of key branches 
of industries located in their regions. Thus 
differences between (be centre and regions 
may come up. 

The role and contribution of the Russian 
banking sector, part of which is itself in a 
financial mess, may be highly limited in the 
task of 'money privatisation'. Even some of 
the leading bank s, which are relatively sound, 
have expressed their inability to come forth 
with the required huge resources for buying 
ail the stocks. Moreover, in the absence of 
stable market relations it may be loo early 
for Russia to establish links between banks, 
industry, and government which are well 
developed in countries such as Japan and 
Germany. Hence the Russian government 
has no alternative but to seek external 
financial support for a successful second 
stage of money privatisation. Chubais hopes 
(hat the west may be able to come to Russia's 
help in this regard. 

While Russia’s second stage- of 
privatisation is quite crucial, us success much 
depends upon political and economic stability 
in the country. As reported in the Russian 
paper Segodnw of March 24,1995, western 
investors expected in Russia not only 
dependable and attractive shares as capital 
stock but also a stable exchange rate. This 
observation was possibly made particularly 
in the context of decline in the foreign demand 


January 1995. Moreover, in comparison to 
1994 Russian shares have become costlier 
and hence western investors may evaluate 
net advantages in actively participating in 
Russian privatisation vis-a-vis other CIS 
countries or east Europe. For instance, 
Uzbekistan is also attracting western capital 
in its oil and gold mining industries with 
government guarantees for foreign 
investment and added political stability. 
Hence it may not be a cakewalk for Russia 
to get western commitment in fell measure. 
But considering the huge potentialities of 
Russia and its large market Chubais hopes 
to achieve his assigned task by offering blue 
chips to the west. 

The task of Chubais is partly made easier 
by the positive response on the part of the 
IMF in appreciating Russia's efforts in 
economic transition and offering a stand-by 
credit of S 6.8 billion to support Russia’s 
economic stabilisation and reform 
programme for 1995 {IMF Survey. April 17, 
1995). Being aware of several shortcomings 
in Russia's policies and constraints under 
which Russia is pushing forward this 
economic ex peri them, the support of 
international organisations such as the IMF 
is u clear indication that the stakes are high 
for the west to ensure Russia's successful 
transition to a market economy and 
integration with the world economy. 
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Sdence Dynamics, De-Globalisation 
and Social Developments 



Developments in science and technology in India out only be understood 
in the context of factors influencing the emergence of fundamentalist 
movements, migrations and belt of national self-confidence. 


IN the 1950s the plannon and policy-makers war . TV term 'gloria]’ here is used to include 

of newly independe n t India saw the I raining the rich and poor people within nations, and 

and development of a scientific and the rich and poor countries internationally, 

technological workforce as one of the The unequal control over knowledge has 

essential conditions for protecting and been consolidated by the rich and this has 

maintaining the freedom of the country, resulted in social and psychological damage 

They also considered industrial and - to the poor over time, 
technological development of the country u Before the second world war. Sand T was 
precondition for evolving an egalitarian controlled by the Europeans, the US and 

society. This resulted in the preparation of Japan. The situation remains about the same 

plans which made self-reliance in science today, with one major difference: earlier the 

and technology tS and T) an essential pan public sector had greater control uver 

of the development process. As a pan of this S and T than it does now. Now the large 

process a large number of scientific and private multinational corporations (MNCs) 

technological institutions were established of the late 20th century have achieved a 

between 1*155 and I*tb5. These dcvelupmenl v tremendous influence on S and T resources 

made India a leader in scientific and and also over nation states. This results in 

technological fields among the third world' $ and T policies being influenced more by 

countries by the imd-fttK.ThisalMicons meed choices made by consumers with spending 

the forecasters that India would become a power rather than by the needs of those who 

major player in international S and T really have to escape the conditions of 

developments. crushing poverty they are trapped in. 

The last 25 years have shown that these All this has been accompanied by a change 

expectations were optimistic. Today, then: in aspirations also In the two decades 

are many Asian and South American nations follow ing ihc second world war. people in 

which ire competing with India lor a share newly independent nations like India and 

in the international S and T trade The China and the socialist Mock m Europe 

existence of this trained manpower, on its actually believed that they would one day 

own, has not been enough in ensure the heaMelo 'catchup' with the west inSand T. 

building of an efficient and reliable Such hopes and confidence arc totally absent 

infrastructure in ihe country, it has not from our minds nuw. We are now convinced 

resulted in high economic growth rates, or that wc arc hound to remain 'inferior' 

in a rapid expansion of employment throughout the lotcsceaMe future, and that 
opportunities. all that we can do is to improve our lot 

There are many reasons for these through better trading practices with the 

unexpected developments However, here west. Innovation and originality, a! least m 
we will discuss mainly (hose issues which the S and T sector, have been relegated to 
have to do with development of science and the hack burner All our leaders camouflage 

technology in India and internationally and this sentiment in the sentence "there is no 
their effects on social and political need to re-invent the wheel". This is a 
developments. There is a vast literature on sentiment common among the British 
ihe beneficial effects of S and T on social administrators who set up universities and 
development and I do not consider it medical and engineering colleges in 

neces sa ry to repeal those here. It is much colonial India; That there was no need for 

more important for us to take stock of the Indian colonials to retnvcm the wheel. The 

complex interaction of developments jn British believed that there was no need to 
inremat l a na lSaadTand their repercussions do S and T research ia India because all 
on our society. original knowledge should only come from 

Contrary to popular perceptions, Burope and therefore there was no place 
technology and scientific research have for re sea r ch departments in the ladtan 
become leas 'global' after the second world iastitutioas they set up. India*!, they fell. 


just needed to be trained to apply and 
maintain knowledge and technology 
imported from abroad. And now we are hade 
to square one. 

This is not surprising. The objectives of 
western hegemony over African and Asiatic 
peoples have remained the same over tfus 
century The methods have changed Earlier, 
power was exercised by cornering and 
boidtag real estate with the help of technology 
and by recruiting focal collaborators Now 
there is no need to actually bold real estate 
in the form of colonies. Bower can he 
exercised by establishing loyal 'colonies’ of 
the elites of African and Asian nations 
through their addiction for the 'American 
way of life' which m turn is controlled by 
a western monopoly over S and T. This new 
colonisation has psychological, social and 
economic implications. Some of theae are 
discussed below. 

Tbthnologv am> Db-Gubausatsom 

Over the past two centuries or so the 
S and T propaganda machine has con¬ 
sistently claimed that scientific knowledge 
is universal* and there are universally 
accepted ways of arriving at the 'truth' k 
further claims that technology is derived 
from scientific knowledge. Therefore, it 
follows, all technology most likewise be 
universal in nature. In die past few d eca d es , 
philosophers of science have challenged 
both these assertions. It is now generally 
accepted that scientific knowledge may 
have a ’universal' quality to n, but what 
scientific problems arc taken up for study 
is something strongly influenced by the 
societal values and concents where the 
work is done. It is also clear that 
technologies) developments very often 
come before scientific theories are 
developed For example, magnificent 
buildings were built before the arrival of 
computer programmes for stress analysis, 
locomotives were running before a dear 
understanding of thermodynamics, and 
aspirin was giving relief from hea da ches 
before the enunciation of pain theories h 
is only in the last decade or ao that develop¬ 
ments in electronics and bioiechiiolagy 
have been inspired by theoretical findings. 

In the cate of t echn olog ica l products, die 
issue becomes even more complicated. 
Products are invented, designed, manu¬ 
factured, and used by human beings becautc 
of fell needs and according to r eaoutte s 
available in each society. Multi stoned 
buHdingx had there origin in wchmda teria l 
cities. fft&cn there bwtdmgs are bath m 
poorer so ci eties, the method of construction 
used is different and how the space gets 
used is also very different. When modem 
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technological products originated inthe west 
and got transferred to Asian and African 
countries in the colonial era. the technology 
was international became it originated in the 
west At that time there was no essential 
difference in the buses, trains, tractors, 
telephones and radios being used in Europe 
and India. In the 1950s the design of the city 
bus running in Bombay and in London was 
exactly the same. This is no longer so. There 
has been a steady ade-globalisalion of many 
technological products over the post three 
decades. 

This phenomenon ol de-globalisation is 
has not been recognised or understood by 
policy-makers. It is quite dear (hat in (he 
yeans to come some products will have 
designs which will be international and other 
designs which will he very society specific. 
The mix of such technologies may also 
change with time. Unless wc recognise the 
dynamics of this phenomenon, countries 
tike India will face serious developmental 
problems in promoting economic growth 
efficiency and promoting social equality. 

Examples of technologies which are 
international at present arc: cars, aircraft, 
computers, watches, cameras. TVs and 
radios, etc. Examples ol iccnnologics which 
are no longer global include: tractors, rail way 
equipment, urban buses, some medical 
equipment road design, agricultural 
machinery, etc. It is true that (he latter 
technologies are no longer global because 
of economic and social factors. They have 
also become nun-global because some lower 
income countries (LICsi have developed 
indigenous capabilities lor manulaciuring 
these products. 

Products like urban buses, trains and 
tractors which arc being used in the high 
income countries (HICs) arc now very 
different from those being used in LICs. The 
cuneni designs of these products in LICs are 
based on technology transfers from HICs 
decades ago. In the intervening years these 
products have undergone major design and 
technological changes in the HICs. These 
products in HICs arc now much more 
expensive than those in LICs and also serve 
different needs. Urban buses in HICs are 
designed for low peak loads whereas those 
in HICs have to carry almost twice as many 
people during rush hours. Passenger trains 
in HICs arc being designed for average 
velocities of over400 Kph and for relatively 
lower occupancy rales, but LICs will not be 
able to afford such capital-intensive 
technologies for yean to come. Tractors in 
HICs serve single families who own farms 
hundreds and thousands of hectares in size. 
On the other hand, tractor owners in India 
have farms which arc generally more than 
five hectares m size hut less than 20 hectares. 
These tractors are rented out by the owners 
to other farmers and also used for 
transportation purposes. 


In areas like road and hospital dasign, 
medicine and urban management, and 
communication technology, designs in LICs 
will also have to cater to different social 
realities and needs tn LICs. Here 1 will 
illustrate this issue by taking the example 
of road designs in India. Urban and rural 
roads in India have to cater to more than a 
dozen different varieties of road users and 
vehicle types. This situation has never beat 
faced in the past by the HICs and so there 
is no precedent tor specific solutions for the 
LICs coming from there. In India, most 
inter-city mads pass through a countryside 
which is densely populated on both sides of 
the road. Most of the people living on both 
sides to the road do not possess motor vehicles 
and will want to cross the mud at the most 
convenient place. If expressways arc built 
which restrict such movement, it will only 
rbrcc the inhabitants lo destroy the fences. 
The expressways will no longer remain 
expressways. This example shows that some 
very new and innovative technological and 
traffic management solutions have to he 
evolved be I ore we can have loads that can 
operate efficiently in India. These solutions 
would include some very sophisticated 
research and evolution of pioducts which 
would he truly modem' 

The above analysis indicates why many 
development policies which include massive 
technological investments have not been 
very .successful in India. If technologies 
which are no longer global are bluntly 
transferred Ironi HICs to LICs tlicy are hound 
lo operate incl lieicntly and unccnmmticully 
'Adaptation o! technological products hy 
simple technological transleis may give 
immediate returns, hut il is hound lo restill 
in economic losses, inetllcieni use ol 
resources and social problems in the medium 
and long term. 

This is not an argument lo support or 
refute sonic of (he traditional 'small is 
beautiful' or 'appropriate technology’ 
paradigms. This is an attempt lo understand 
why many of our efforts in introducing new 
technologies into India prove to be so 
inefficient. Products which are becoming 
non-glubal give us a clue about what is 
wrong tn our development policies. 
Identification of these products can give us 
an idea of which sectors have been neglected 
up to now. Non-global technologies are the 
ones which are probably operating the most 
inefficiently and tlpse for which solutions 
are not likely to come from simple transfer 
of technology arrangements, (t is in these 
areas where we will have to focus our research 
and development efforts in the years to come 
because scientists and engineers m HICs 
will no longer work on the kind of products 
which suit us. 

Hus refocusing of our efforts will not be 
easy . The international scientific community 
and our own technocrats do not consider 
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enough. However, the contrary is true. Tk 

Issues surrounding th ese pro d ucts are actuaU 

very modem. They am the product! oMat 
20th century-combi nation of new sock 
economic living patients, instantaneou 
global communication, availability c 
sophisticated scientific knowledge and lo< 
per-capita incomes. Work on thes 
technologies will require very innovativ 
thinking, familiarity with the latest scientifi 
information, and packaging of products i 
ways which may require combination i 
technologies already available with thus 
developed by us. Unless we change w 
research and development activities in thi 
direction we arc likely to end up with ver 
inefficient technological systems in ut 
society. 

SniiN-nnr Maoiikmo. Smf-Woani 
and 'Fiimoami-ntm.ism' 

Many Avian and African nation state; 
and now ex-Soviet stales, have scriou 
problems with increasing 'fundamentalism 
Ethnic oi religious groups are demandin 
am) iiiijiiwing living styles which ar 
considered to be liindamenial' hy 
modern society Examples from Indi 
would include I lie emergence ofthe f/imfurr 
politics nationally, and support of sal 
Christian and Islamic. Uttarakhand, an 
(iorkhaland movements suh-nationally 
Similar movements have come up in Irar 
Algeria. Egypt. Uganda. Malaysia. Indonesu 
Sri Irinka, etc. All these movements hav 
region specific social, political and economi 
backgrounds and reasons. I do nor propov 
to discuss those details here. However, (her 
seems to be a common thread which run 
through the psychological make-up of «l 
these groups - a loss of self-worth as cqwi 
human beings in (he international 
community. 

The rapid advances in informatim 
technology have made it possible to hav 
instantaneous audio-visual commumcatioi 
around the globe. The commumcatioi 
systems, both production of technology am 
control over broadcasting, have hecoim 
increasing centralised over the past fe 
decades. This makes it imperative for si 
comparisons to he done on an imemariona 
scale. Especially among the elites of nations 

It is no longer enough for all children u 
participate in sports. You are no good as - 
nation unless you win a medal in tlx 
Olympics. A woman being selected as Mis; 
World has to he taken as a nations 
accomplishment. A mention in the Ouinnev 
Book of Records (or even a freakish act al« 
becomes a source of national pride. Then 
are just a few surface mamfexuttams of tk 
deep hunger among the middle and cti« 
classes (MECs) fur twcmatoonal reoognii inn 



When h «■**» S and T, thi* twed tor 
reeogiritiert bacomei a Htde more tetkw. 

The worth of a nalion it now judged by 
it* accomptishmere* in S and T. National 
machismo it fed not by victories in physical 
combat but by conquest in S and T. Indian* 
have shown their lecofnithin of this rating 
system by making claims to be the third 
largest scientific force, tenth largest industrial 
nation. and that "our scientists are second 
to none given the right opportunity". So 
compulsive is this urge and need that non¬ 
resident Indians (NRIsl also fall prey to it. 
The most recent example of this is the 
proposal submitted by S wadesh M M ahajan, 
of The University of Texas in the US. to 
establish a National Science University in 
India which would "...become a world class 
uni venily where the faculty would not simply 
. write foot-notes to the work of their western 
I counterparts .| I). The proposal is supported 
by P N Srivastava (former vice chancellor 
Jawaharial Nehru University. New Delhi) 
who would like the proposed university to 
'meet thechallengeof crcotiijga new scientist 
who would he Ihc equal of his western 
counterpart in all as/iects" f2] (emphasis 
added). 

Il is natural and necessary for all 
i communities and nations to have pride in 
something (hey do. Ideologies, revolutions 
and innovative development strategies tli.n 
benefit a vast majority ol the population and 
: give them hope in the mime also piovidc 
a source ol pride, lniernanoti.il coinpaiiMins 
become less important. In ihc absent c ol 
such social movements the Mb< s mcastin.' 

: (heirscll-worth by mtcm.itMHi.il i < ini(>.iriM vis 
; nl thetr achievements Hie most miponant 
I among these yardsticks is achievements in 
j S and T. 

j OvcrthclasttwodccadcsihclndianMbl.s 
| have come to believe that S and 1' in India 
I is second rale. Mahajun has echoed then 
| leelings quite succinctly 

India's contribution in the science and 
technology ol the modern era is 
disappointingly small: high quality research 
is almost non-existent, major discoveries 
i and in vent huts have simply passed us by and 

! even minor achieve menu have been lew 
and far between. Moreover, the situation is 
not likely it> improve in the near future . ,| 11. 

When a segment of a society comes to 
tntenwliac these sentiments, it is bound to 
develop a serious sense of inferiority. But 
no group can live with an inferiority 
complex for long without doing something 
to build u new image for itself. When the 
situation looks hopeless, as expressed in 
the above quote, many chose to either opt 
out of the race, or change the rules, or adopt 
X Strategy eumtiining the two. In the last 
»wn decades, whenever a group feels that 
•t is defeated by the West in S and T and 
it cammtexpect 10 compete any more it has 
often moved lo using its religious 


background and its part as a source of pride 
and moral superiority. 

The Islamic movements in ban. Egypt. 
Pakistan. Malaysia. Indonesia, and the 
Hinduiva upsurge in India are partly a result 
of the above sense of inferiority and defeat. 
The leaders of these movements are mostly 
westernised individuals who actually give 
a great deal of importance to use of S and T 
but do not want to be judged by their 
achievements in their same. Alter all. if you 
can become a better person by claiming to 
be a 'Hindu' (however defined), then you 
need not tear comparisons with Americans 
or fcumpeans. because by dcfinilinn they 
cannot he good ‘Hindus'. Therefore. 
Hindutvabccomes a source ol personal pndc. 
bypassing yardsticks imposed by others and 
those you cannot expect to measure up to. 

It is not surprising, in this scenario, that 
those embracing Hinduiva are generals, 
administrators, scientists and industrialists. 
Those who actually subscribe lo a 
'modernity' hut can't use it tor judging self- 
worth. They have accepted defeat irtim the 
west but can't admit it. A deleated people 
also need ihcir own victims - die motlier- 
in-law syndrome! 31. For Ihc Hinduiva traces 
(he Muslims In the bill ideally 

The above analysis shows how ahisioncul 
pushing ol'S and T can help in c-mgcrgcncc 
of ethnic and 'lundamcnialirt' movements. 
The modern icihnotogical revolution' 
cannot be pushed as an ideal without socio¬ 
economic moorings. Rajiv Gandhi's appeal 
in "leap-nog into the -1st century" evoked 
sneers it. hi. sonic hut a tear ol delcal from 
Hie maioriiv The Indian S and T c/ars 
promoic these tears by ihcir constant 
reference (•■ world class technology' and 
work ai ihc culling edge . By divorcing 


S and T Iriim Indian needs, judging qu.i.«\ 
only oo the basis of some asMn.i„i 
internal tonal yardstick and not by the actual 
innovation and originality put in by a 
worker, we have been quite successful in 
promoting a deep sense ol infenorm 
among our MECs This is one ot the reasons 
why Hinduiva appeal* lo them. 

W it h changes m economic policies i a India. 
many Indian corporations are now bang 
bought over by MNCs. This also means that 
many Indian brand names will disappear and 
get substituted by international brands. These 
changes will also promote the sense of 
inadequacy and a feeling ol defeat among 
Indians. Evidence ol this is already (here: 
some political parties arc now talking about 
giving importance to consumer products of 
Indian corporations. It is clear dial we cannot 
afford to promote inefficiency and 
monopolies in the name ol sell-reliance. At 
the same umc. we have to make sure that 
in selected areas where wc haveacomparative 
advantage internationally we must promote 
the emergence of products winch have m 
Indian stamp and an Indian brand name 
This is essential if wc have m enthuse future 
generations with hope and desire to innovate. 

Mu* Ant in 

Migration tnlo the Indian subcontinent 
(IS) has been m important determinant of 
ihc socio-economic life of the people of IS 
lorlhouvandsot years. However, the convene 
is not lrue. Before the HUH century, there 
was very liitle migration out of India. 
Between the end of the Idth century and the 
beginning ol ih-.- 2(Xh century thousands of 
Indians were transported by the British 
government to various locations around the 


f sm> f I Astcs Amiss t\\ m Nsnoso I <nxk thuras (IVtttM 


Nalnmai or ethnic 

PuptftaiOO 

Total Assam 

Per Cem 

Frarijn tkwrt 
Pet Ccm 

Chinese 

XI2.I7K 


6* 

Filipnv 

1XXMV4 

21 

6* 

Japancv 

716 Ol 

li 

> 

Indian 

147.223 

It) 

Til 

Kotviui 

.07. tV I 

in 

42 

Vietnamese- 

245.025 


HI 

Hawaiian 

172.346 

5 

2 

Laotian 

47.6K3 

1 

<M 

Thai 

45.27V 

i 

42 

Samoan 

31.150 

1 

36 

Guamanian 

30.165 

1 

10 

Cambodian 

16.044 

< 1 


Pakistani 

15.172 

< t 

45 

Indonesian 

1.61 # 

< 1 

*3 

Tongan 

6.226 

< I 

75 

H motif 

5,204 

< 1 

*1 

Other Micruncsiaa 

4. HO 

< ) 

44 

Melanesian 

4.XI3 

< 1 

44 

Other Polynesian 

2.1*6 

< 1 

5 

All other Asian America* 

27.671 

1 

- 

Total Asian Awencan* 

3,726.440 

too 



Adapted bora t Mohan. kedmeted Anger Loving the Gacray' (wc |M> 


1231 


Economic and PaMtkal Weekly May 27. 1995 



work] to wort as labours in piantsxion*. 
These mi (rations were also accompanied by 
movement of traders to the same Ideations. 
This resulted in an Indian diaspora in Fiji. 
Malaya. Burma, Ceylon, East and South 
Africa, the Gulf states. Trinidad and Tobago. 
Guyana and Surinam. Becauseof the colonial 
relationship between UK and India, some 
migration of Indians took place to the UK 
in the 19th and 20th centuries. But the hulk 
of the people of IS origins living in the UK 
today went there alter the second world war. 
The latest location where Indians have 
migrated in large numbers is the US. Most 
of these people moved to the US after laws 
for immigration quotas in the US were 
changed in the early 1960s. 

These migrations out of the IS amount to 
a very small proportion of the total world 
migrations of the last four centuries. The 
number of persons of European origin living 
outside Europe today (about 450 million) is 
just a little less than the number living inside 
Europe (around 550 million). The number 
of persons with IS origins living outside the 
IS today is estimated to be around 15 million 
in comparison with the total population of 
the IS of 1.100 million. This proportion 
turns out to be less than one per cent. 

The above proportions are given to show 
that migrations arc not just dependent on a 
people’s desire tv migrate or on the adverse 
economic conditions obtaining in the home 
cuuntry. The ability to migrate also depends 
on the political and/or bnne power of the 
migrant group and its acceptability in the 
host society. In the modem world, migration 
patterns are strictly controlled by visa 
regulations and are ikh dependent on who 
'needs' to migrate. The number of people 
able to migrate now is very small compared 
to the numbes which migrated before the 
second world war. Demogi.iphir distrihu 
lions are unlikely to be significantly al levied 
by migrations in the foreseeable future. 

The table shows the distribution of Asian 
Americans in the US by national or ethnic 
origin. These distributions show that the 
proportion of each ethnic group present in 
the US is not proportionate to the population 
of its home country. For example, the 
numbers of Korean and Indian immigrants 
in the US are similar though the population 
of Korea in an order of magnitude smaller 
than the population of India Her capita 
incomes in Korea and Philippines are higher 
than that in India but docs no* result in 
proportionately less immigration trom the 
former countries into the US These data 
demonstrate that intcr-eountry migrations 
now arc not necessarily pushed by the socio¬ 
economic conditions obtaining in the donor 
country, but controlled by the immigration 
policies and geo-political concerns of the 
host country. 

The table shows that the number of 
Pakistani immigrants in the US is 


approximately one-20th that from India. 
Pakistan’s population, however, tsonlyonc- 
cighth that of India's. This dtfterancc is 
interesting because both countries Have 
similar per capita incomes and similar 
cultures. One would expect mure immigrants 
from Pakistan if emigration from a country 
with episodes of miHury role can be theorised 
to be higher than that trom a country with 
a parliamentary democracy. Bui this is not 
the case. The difference can be explained 
by a possibility of differential treatment of 
the two groups by US immigration 
authorities. A majority of the immigrants to 
the US from India and Pakistan allowed in 
are professionals who have completed a 
tertiary level education in their home 
countries. India has developed a better level 
of tertiary education, especially in 
engineering, medicine and sciences, than 
Pakistan. Therefore, it is possible that Indian 
students find it easier to get admission to 
(he US universities than Pakistani students. 
This shows that it is possible that better 
educational facilities in the home countries 
may make it easier for their nationals to 
emigrate to high income countries (HICs). 

It appears that emigration from India to 
HICs will not make any significant 
diflervncc in the demographic profile of 
India or the host countries because the 
numbers involved are relatively small at 
present. These numbers are not likely to 
increase in the future because there is no 
sign that the employment situation in the 
HICs will improve in the foreseeable lumro. 
In (he absence ot increased employment 
opportunities it ix possible thui there would 
he pressure on the governments til HICs 
to.reduce immigration from countries like 
India. Therefore, as far as numbers arc 
concerned. I do not sec migrations of people 
out of India into HICs as a major problem 
in the future. While (he absolute numbers 
arc not important, the elIcti ol very skilled 
workers can have negative effects on the 
psyche of the Indian people. They come 
to believe that skilled persons migrate 
because there ts no hope in the future in 
India. These negative feelings reduce sclf- 
confidence in the nation as a whole. This 
phenomenon can only be countered if many 
of those who go abroad for further studies 
and training return home to work without 
any special privileges. A return migration 
will only take place when there Is more 
innovative work bcigg done in India. 

Ms*Arm* ts- Enomxh 

The brain drain’ trom UCs to HICs has 
been a mayor concern since the early 1960s. 
Therccxist a large number ot myths regarding 
both the extent and causes of the 
phenomenon. The discussion above has 
shown that this migration is very small in 
numbers compared fo migrations w i t hin an d 


of the MCa mi oat thoao of UCs whieli 
primarily inffoence the quality and extent of 
(Ms m i g ratio n . * 

As far hack as 1970 a study sponsored by 
the UN (5|showcd that starting in the 1960 k 
the HICs systematically encouraged the 
movement of highly trained ma n power aw ay 
from some LICs. This study also showed 
that the highest numbers ot trained persons 
came from countries which had the best 
facilities for such training. It is worth recalling 
the testimony that Dean Rusk, the US 
secretary of stare, guve at the Hearings on 
the US Immigration Bill in 1965. 

The significance of immigration for the US 
now depends less no the number than u* the 
quality of immigrants The explanation far 
the high profesMoiud and technical quality 
ot the present immigration lies ia part in 
the nun-quota and prefer enc e provisions 
...that favour the admission of highly 
qualified migrants, but still more 0 depends 
on world conditions of post war economic 
and social dislocations . Under present 
circumstances, the US hm <t rare opportunity; 
to draw migrants of high intelligence anti 
ability from abuttal: anti immigrtuitm. if 
well administered can be one of our greatest 
national resources... We tire in the 
international market of brains (emphasis 
added). (Hearings of the subcommittee on 
(he Judiciary House of Representatives. 
Pan II. Serial No 13. July-August 1964. 
Washington. DC.) 

Such selective policies to attract highly 
trained manpower trom UCs to HICs have 
been fallowed by most HICs at dilfcrem 
levels in (he past three decades. The 
exceptions ore the movement of political 
relugccMc g. the Vietnamese to the US) and 
illegal migrants across land borders (e g. 
Turks to Sweden). Because these migrations 
are controlled by visa policies the absolute 
number* are really not a problem but the 
public perception* ot the phenomenon are. 

The public in general and the policy¬ 
makers in particular in India believe that 
almost 70 per cent of the graduates of the 
prestigious Indian Institutes of Technology 
(IIT) migrate to the US. They believe that 
the students do so because there are not 
many opportunities for engineering jobs and 
research in India. They also bdievc that 
almost none of those who go out return to 
work in India because working co n ditio n s 
in Indian research institution* are not very 
good. Thaw beliefs have some dement ol 
truth but are largely based on myths m the 
absence of reliable and easily available 
information on the subject. 

Over die past few years some exceftem 
studies have been done to under s tand the 
pattern of migration from IITa bat dw fact* 
am still not known widdy. One of thamost 
carefully done studies examined the 
mngnituds and nature of ‘brain dado* from 
IIT Bomb ayj bj by studying tha dattft* of 




Economic and MMcal Weekly May 27. 1*95 



students who graduat'd over a five-yew 
period 1973-77. The ictulu an revealing: 

(1) An average of 39 per cent graduate* 
went abroad after graduation and 31 per 

scent have settled abroad. This means 
that about one-fourth of those who went 
abroad returned to India to work here. 
83 per cent of those who have settled 
abroad are in the US and Canada. 

(2) It is not true that the brightest graduates 
go abroad. Those who sente abroad are 
a fair representation of the whole 
graduating class. 

(3) Of those settled abroad only 10 per cent 
take up an academic career and more 
than 50 per cent do non-engineering 
work. 

(4) More than 75 per cent of those who have 
settled abroad never made any attempt 
to find a job in India or return with the 
intention of settling down. 

These data indicate that the vast majority 
of the highly trained migrants have moved 
for considerations other than progress in the 
technical field of study. Since most migrants 
do not opt tor research as a career in (he 
country where (hey settle down, the 
conditions in research institutions of India 
are not relevant to them. The data show that 
about 10 per cent of those who settle abroad 
opt for research careens - this amounts to t 
per cent of the graduating class This 
obviously means that academic research i> 
not an important career option m the culture 
of the class of students who join (he HTs 
as undergraduates in India Since less than 
50 per cent of those who migrate work on 
technical jobs. India loses about 15 per cent 
of the IIT graduating class (say 50 per cent 
of 30 per cent) as engineers. 

The above analysis shows that the 
migration of highly trained engineers I rum 
India is not as large us it is thought to he. 
Secondly, even if ihcsc migrants returned 
they would nm add subsiantiall v (in numbers i 
to the existing pool of engineers hoc 
Therefore, the phnomcnon has to bc 
examtned in qualitative icrms r.uno than in 
ibe quantitative one. Ii is possible ihai (be 
qualitative influence ol this migration and 
■bat of the migrants on the society in India 
is more serious than the quantitative one 

Wed© not have much data on the lm .Hum 
and numbers of highly trained NKIs around 
the world. A majority ol them sovm to he 
living tn the US. Canada, and UK. It one 
assumes their number to he around one 
million, then we could estimate that they 
could have approximately 10-20 million 
close relatives and Incnds in India India 
has a papulation of about loo million 
families. These NRIs then could he thought 
to influence at least 5 per cent to 10 per cent 
of the families of India. This is also the 
proportion of Ihc Indian population which 
holds political, economic, industrial, 
administrative and academic power in India 


Since most of these NRIs are in Notih 
America and UK. it is the ideology and 
models of these countries which then ends 
up influencing the policies of India - directly 
through the NRIs and indirectly through 
their relatives and Iricnds here. The NRIs 
make periodic short visits to India and 
inform all those who come in contact with 
them how things are much better 'there'. 
Sotui ions suggested are from experiences in 
the US. Consequently, the only models tor 
development and managemcm being 
promoted in India now have their origins in 
the US. This can have very adverse cflccts 
in the long run. The major problems which 
need attention in India today arc equitable 
distribution of food, public transport, public 
hcalih. right to education, right to work, 
urban decay and crime control. These arc 
the precise areas where the US has very 
little to oiler today' The small numbers of 
highly trained professionals who have 
migrated away from India have very mile 
stake here, hut they have large egos and 
even a larger influence on MECs here. This 
disproportionate influence can have very 
negative consequences unless checked hv 
a mass based political movemeni in India 
Those Indians who arc Iromthc same class 
as the NR Is and who do not get an opportunity 
to migrate develop j sense ol intcriorily. 
icaliHisy. inadequacy, w.s-w-m NRIs. They 
end up finding ineir lives here and the society 
here less than tolerable it is tiucrcMing that 
the iresh graduates of fITs who have munv 
|oh otters each at high salaries even hciotc 
tompleting their studies are heard to complain 
that this country does not have enough to 
olfcr. Suc h exaggeratede*peclalions lead ii i 
the MEC s demanding more dun their already 
unlair share in society and produce tensions 
which arc ditlicult to control Another 
adverse died ol Hie power jnd inlluemc 
ol the NRIs in India are ihcir dem.inds lm 
special privileges in India Thev would iikc 
lo have spivi.it deals and salaries tot short- 
icini cmplovmem. speeiai enclaves tor 
building tuHises. and special exemption nnm 
mam roles and regulations which applv lo 
ordmarv Indians These are hound lo le.xl 
lo sot id! tension also 
Alnttisl all major scientific ancleduc.uionjl 
institutions. hkIiisiiics and governineni 
msliluiions employ Indians who have spent 
time abroad Then n.iinmg experiences and 
contikts abro.id at times bnng a more hro.al- 
minded outl.sik m the organisation. It can 
also give 1 a measure ol confidence when 
dealing with foreign associates However, 
these loreigu trained individuals are those 
who has e chosen not lo settle abroad and live 
and work in India in conditions whH'h are 
the viine lor anyoiie else. The migrants can 
only he used lor a beneficial purpose when 
the polity m India is more toeused and has 
an optimism, well def ined outlook lot the 
future based > w kval concerns and ambmons 


tn such a situation, the NRJx warning to he 
associated with the development process 
would he sell-selected for an equal 
relaitonship In Ihc present situation where 
the policies are bused on ideology exogenous 
in nature, the self-selection of NRi* would 
mainly produce the carpet-bagger types. 

Employment lor those who wont to work 
is going to he the most difficult tasks for 
the Indian policy-makers in the years u> 
come. It appears that at present the tree 
enterprisers' and ihc 'globalise!*’ do not 
even have a theoretical position on how to 
provide lull employment in the HICs. leave 
alone ihc LICV They veem in he depending 
cniircly on (he 'invisible hand' Evidence 
trom India shows that present forms of 
industrialisation do not produce jobs in the 
industrial sector. Traditional ideas of 
creating icmporary wage labour jobs in the 
construction and agriculture sector also do 
noi seem lo produce tolerable conditions 
The crime rales prevalent in the countryside 
ol me green revolution states in India 
suggest that jobs have to do more than give 
you a wage The job must give you self- 
respect also At present we do nut have a 
good understanding ol this problem. 

The trends m technological development 
in the HICs indicate that it similar policies 
ore followed m India, wc would make even 
a larger numher ot people unemployable. 
Lei us lake an example from Ihc automotive 
sector in illustrate this point The mantt- 
tJenifers id motor vehicles in the HICs ate 
moving inwards vchu te designs which would 
haw such complicated and sophisticated 
technologies that diagnosis ol problems and 
rc|tairsor. the v chicle would only he possible 
w a In cry special equipment The only peuplc 
who would he able to afford and martuam 
such equipmsh. would be the vehicle dealers 
themselves The decentralised repair garage 
wiNtld he phased out. One con lorcsec the 
results id such developments on employment. 

The scenario outlined above may or may 
iu4 Iv true lor HICs We in the LKTs can 
certainly irv n> plan alternatives Out per 
capita income is not likely lo approach WC 
standards tor quite a few dec odes This gives 
us an opportunity <o think of alternate 
technology packages which may mantuun 
elficiency and ccokigic susiamobihty but 
remain emptoymciu producing. Using the 
example >4 the automotive sector ogam, we 
could opt to wlect «ml> those techwniogicv 
which are energy cHvctcm. less potkmng 
and enhance satety These snuld he mrontnod 
in a package winch keeps the s-ctuchr leu 
complicated and makes repair in small 
institutions not only possible hot man: 
elite sen! Wc could also dunk ot has unless 
throw away pans and more repair oMc ones 
Such an approach could he though! ol m all 
secuns. 

With 'ginhohs.it ton' etnpkivmcm patents 
arc also undergoing changes. Scmro 
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executive of corporation* in India now 
expect -global' lifestyles and incomes. At 
the same time they want to keep the labour 
wages ‘Indian’ to remain competitive 
internationally. This development will also 
result in intolerable stresses in society. 
Crime and discontent ate bound to increase. 
There may emerge a mobile global 
executive class with loyalties only to 
international finance and owners ot capital. 
They would have no concern tor local 
problems because they could always nunc 
to a more congenial location. On ihc other 
hand the workers would end up belonging 
to an underclass which would by definition 
have only parochial concerns. This 
underclass would he highly fragmented 
internationally and may have serious nits 
among themselves. Such conditions would 
he ideal lor the global executive class to 
demand more 'law and order' and ihc 
parochial underclass 10 move towards 
crime and tundamcmalisin. 

To avert such futures we hate to 
seriously think ol employment as not 
only a productive process hut also as an 
activity which gives people a sense ol sell- 
worth. There arc bound to be people in any 
society, a small minority, who have 
problcms in being‘employed in the modem 
sense hut perform a very important role in 
society - artists, innovators, dreamers, 
eccentrics. We base to find ways which 
dun not turn these people into cynics 
criminals Wc have lu institute systems 
which allow those people to live with 
dignity. Most ol them do noi demand 
much Irom society anyway. There is 
another set ol people who we actually 
consider unemployable-manic depress! vcs. 
psychotic*. acutely disabled, etc. Wc have 
to find heller ways of handling them so 
that they also do not consider ihcmseWes 
a burden on society 
in this analysis developments m science 
and technology and the factors influencing 
the emergence of lundamcmalist movement, 
migrations, and a lack of national sell- 
confidence hauc all been considered togethoi 
An attempt has been made to show that many 
of these issues arc interrelated. The 
underlying theme which connects all the 
issues is the need tor a society to develop 
sdf-confidencc and hi have hope in the 
future. Sell-confidence and hope can be 
promoted through an evolution and 
pfomotion ot positive, forward thinking and 
equality-promoting ideologies and political 
movements. At the same lime, a society must 
perceive of it sell as successful by seeing 
successes in real life. Wc have not had 
enough of these successes in the past two 
decades. 

The fundamental reason why we are not 
able to view ourselves as a successlul 
society is because ol our failure in pursue 
and i m pl em e nt policies which would have 


promoted the development of a mow 
egalitarian society. Fur uni many people in 
India arc* traced lo live in soul-crushing 
poverty and depravity. We. as a society, 
have by deliberate policy refused 10 provide 
equal opportunities in education ami 
employment to most of the cili/cns of the 
country. We have also not been able lo 
ensure minimal adequate nutrition and health 
care facilities tor more than a third ol the 
population. Without development in these 
areas, u would he very difficult for India lo 
compete internal iraially irrespective of 
worldwide economic developments. These 
INohlcms have been taken as given in the 
above analysis. The issues discussed here 
will he mtluciKed hv our successes or failures 
in eradication ol illiteracy, hunger and 
disease. At the same lime, suciesses in 
promoting the 'correct technologies would 
also help us in solving the basic problems 
ol poverty. 

It is my hclicl that it is very necessary 
for a continental ecnnmro ami a large 
nation state like India to be successlul and 
to show successes in the area of science 
and technology. This is .in imporiant 
confidence, hui Iding incasutc lor ihc sov icly 
as a whole. To do this we will have lo 
change our priorities. We will have lo cive 
much more tnt|tort.mcc to research and 
development in those areas where 
technology is being dc-glnhaliscd. At 
present we w lil he able to develop new ,md 
innnsjlivc lechnulogics in these .ocas 
w hich will be very uselul in India and also 


have gtind export potmfbittties Wiwk on 
these lochnnhtgie* will also push research 
in basic sciences and promote expertise m 
modern science and technology. The 
likelifMNNl of successes in these ureas is very 
high and these success stories will help us 
in regaining confidence in ourselves. If wc 
are able 10 develop a name lor ourselves in 
solving out own t >iohiems and at the Mime 
tt me show our competence in modem science 
ami technology, it might even help in 
diffusing the need to migrate and the need 
lo have belie Is in fundamental ideologies. 
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INDO-GERMAN WATERSHED DEVELOPMENT PROGRAMME 

(IGWDP), a bilateral aided programme, requires the following personnel: 

1. Training Manag er: The person would be responsible for designing 
and implementing training programmes for villagers and voluntary 
organisations. The person applying should possess at least a Post 
Graduate Degree in Social Sciences/Soctal Work, have worked tor 
5-6 years in the field of training. Fluency in English and Marathi is 
essential. 

2. Documentation Officer : The person would have to develop a 
documentation unit, design and publish newsletters and develop 
various AV. aids to help in publicity and training. The applicant 
should have qualified in Mass Communication a/Joumalism/Public 
Relations and have minimum 2 years of experience in the type of 
lob described above. He/She should be highly proficient in English 
and Marathi. 

Interested candidates are requested to tend their detailed resume. wMhm 
ten days to: The Programme Coordinator. KJWOP. II boor, Sorya mangel 
Niwas. Behind Market Yard. Ahmednagar — 414 001. Maharashtra. 
Phone (0241) 28188. Fax 41134. 
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Economic Liberalisation and ' ^ 

the Industrial Sector 


Sunil Mini 

This paper assesses the experience of economic liberalisation with respect to the industrial sector. The focus is 
specifically on three components of the economic reform process: I a) policies affecting the structure of the manufacturing 
sector: (b) the policy on privatisation: and lc) the policy with respect to foreign investments. 


THE Indian economy has been undergoing 
much change especially since 1991. These 
changes have affected almost all sectors of 
the economy. An economy which has been 
highly regulated since I9SI is 'fast' 
dismantling the various controls and is on 
the road to become a full-fledged market 
economy in the very near future. But 
external commentators, especially in the 
west, have always lamented on the speed 
of the reforms which according to them is 
not radical enough and is at snail-pace to 
achieve the desirable effects. 1 The fast 
growth in overall GNP achieved by other 
Asian countries such as China. South Korea. 
Malaysia. Indonesiu.Thailand. etc. is often 
cited as fine examples of speedy and 
systematic liberalisation having a positive 
effect on growth. However there is also 
growing scepticism about the alleged 
positive effects, especially when seen 
against the evidence, though scanty, ol the 
worsening distribution of income in these 
countries. 1 

This paper analyses various dimensions 
of the ongoing process of economic 
liberalisation in the country's industrial 
sector. In very specific terms attention is 
focused on three aspects of the industrial 
sector. They are the actual and potential 
effects of the reform process on: (i) the 
structure of the manufacturing sector 
measured in terms of the degree of 
concentration. The questum that we attempt 
to answer is whether there is any discernible 
changes in the structure ofthe manufacturing 
sector over time and sped fical ly whether the 
potential for domestic competition between 
firms has increased; (ii) the effons towards 
privatising the Indian public sector 
enterprises. The various economic costs 
associated with this process arc discussed; 
and (iii) the policy with respect to foreign 
investments. The issues analysed here include 
the desirability of having large proportion 
of foreign investments in the form of ponfolio 
rather than direct investments. 

The paper is organised into four sections. 
In Section I. we survey the liberalisation 
attempts of the government in as much as 
it affected the industrial sector. Section li 
assembles together some evidence on the 
structural changes in the manufacturing 
sector. In Section III we analyse the various 


costs associated with the privatisation 
programme. Final ly in Section IV we discuss 
(he changes in the policy with respect to 
foreign investments, identify the discernible 
trends in it and analyses the various 
ramifications of this process. 

India's economy grew at a rate of about 
5 per cent during the 19K0s. Despite this the 
country faced a major economic crisis, 
primarily on the external Iront and 
domestically as well. The crisis manifested 
as follows: 

- domestic inflation reached the peak level 
of 17 per cent in 1991; 

- foreign exchange reserves plummeted to 
S 1.2 billion, barely sufficient to pay for 
two weeks imports: 

- the central government's fiscal deficit as 
u per cent of GDP touched the all time 
high of 8.4 per cent: and 

- the current account deficit widened to 
almost X billion US dollars (2.6 per cent 
of the GDP). 

. The immediate consequence of the crisis 
was an evaporation of international con¬ 
fidence and a shying away of international 
hanks from fresh exposure. The new 
government which came into office in 
June 1991 launched simultaneously two 
programmes: a stabilisation programme in 
the short run and a structural adjustment 
programme in the medium term. It is the 
senes of reforms initiated under the latter 
that is of interest to us. The structural reform 
was an integral part of the adjustment 
programme in the belief that il was necessary 
for both efficient growth and for long-term 
macro-economic stability [Robert Css sen et 
al 1993). 

The basic rationale behind economic 
liberalisation was to reduce the discretionary 
role of government with respect to 
economic matters and thereby increase the 
space lor market forces to operate, ft is 
believed that through Ibis process of 
deregulation the economy will become an 
efficient producer leading to a higher rate 
of growth of output. Reforming the 
industrial sector in general and manu¬ 
facturing in particular was central to this 
process of change. As a part of this a new 
industrial policy was announced in 1991 
which envisaged a radical departure from 
the earlier regime of 'command and 



controls’. The salient features of this policy 
are summarised below. 

One of the major components of the reform 
process was the New Industrial Policy 
Statement (NIPS). Announced in June 1991 
it is hailed as a major departure from the 
dirigistic nature of earlier policies. The 
complex system of industrial licensing under 
which new investors setting up new units 
as well os existing ones undertaking major 
expansions had toobtain an industrial licence 
from the government has since been 
abolished excepting forasmall list of strategic 
and potentially hazardous industries and a 
few industries which are reserved for the 
small-scale sector. Thiseffective delicensing 
has been accompanied by a complete re¬ 
orientation of the policy towards foreign 
direct investment (FDI). The new policy 
actively encourages FDI as it allows 
investments with little or no restrictions in 
• a defined list of 34 industry groupings subject 
to a limit of 31 per cent foreign equity 
holding. The investments outside the defined 
list and those seeking to have more than 31 
per cent equity are decided by the specially 
empowered and newly created Foreign 
Investment Promotion Board which is 
expected to decide on the cases submitted 
to it on a 'fast track basis'. Restrictive 
provisions of various types which were 
applicable to companies with more than 40 
percent foreign equity have been abolished 
and all companies incorporated in India are 
treated equally irrespective of the level ol 
foreign equity holdings. In order lo win the 
confidence of would-be foreign investors 
India has joined the Multilateral Investment 
Guarantee Agency (MIGA) and i* currently 
negotiating bilateral investment treaties with 
several countries. 

Further the new policy also envisaged » 
reform of the state-owned undertakings. This 
reform process had two components. First, 
it opened up areas hitherto reserved 
exclusively for the public sector to the private 
sector and second there was a decision to 
reduce the equity bolding of the government 
in public sector enterprise* to 31 per cent 
This policy of di s i n v est ment was expected 
to generate resources for the government's 
budget and at the same time subject these 
enterprises to disciplining by the stock 
market, leading to improvements in their 
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ettMumy. TV toeeMivd M> improve 
performance i* atto being increased by a 
comc£n* policy of ptiuing out budgetary 
support to fund losses in loss-making 
enterprise*. 

These are the three explicit reforms 
contained in the NIPS. Further to this, there 
have been other changes announced during 
the course of IV92 and 1993 ha ving a bean ng 
on the industrial sector. Once such change 
was announced in September 1992 with 
res poet to the foreign portfolio investments. 
The Indian securities market has been open 
to registered foreign institutional investors 
(Fils) for investments. The Reserve Bank of 
India’s (the central bank of the country) 
guidelines do not directly define Fils bin 
give an inclusive list of institutions such as 
pension funds, mutual funds, investment 
trusts, asset management companies, 
nominee companies and institutional 
portfolio managers on their power of attorney 
holders. Individuals and financial institutions 
such as banks, brokerage houses and 
corporate investors has not yet qualified as 
Fils. Once registered with the Securities and 
Exchange Board of India and the RBI. the 
Fils could indulge in portfolio investments 
in the primary and secondary markets. The 
investments are subject to a ceiling of 24 
per cent of the issued capital for the total 
holdings of all registered Fils and non¬ 
resident investor in any one company. But 
the holding of a single FII in any company 
is not to exceed 3 per cent of its issued 
capital. The repatriation of the sale proceeds 
to the extent of the cost of investments can 
be effected immediately. If the sale results 
in a capital gain, then the funds can he 
repatriated immediately, net of withholding 
tax. All these changes were a major departure 
from the earlier policy of complete closure 
of the Indian securities market to foreign 


investors. 

In addition beginning September 1992 
Indian companies were permitted to tap the 
Euromarket potential instruments include 
syndicated bank loans: Yankee or high yield- 
bonds; and Global Depository Receipts 
(GDRs) and Euroconvertible bonds. 

The other reforms affecting the industrial 
sector are in the areas of tax and financial 
sector, trade and exchange rate policies. Wc 
present a summary of these beginnings with 
the latter (Table I). 

An important aspect of the trade and 
exchange rate reforms is that with the 
reductions in customs tariffs, removal of 
quantitative restrictions on imports and the 
eonveitibility of Iherupee, the Indian industry 
is now subject to increased external 
‘•ompetitioo too. 

The tax reforms affecting the industrial 
include the following: 

- the rates of corporate income tax, which 
were 5f,73 per cent for a publicly listed 
company md 57.73 per went for a closely 


held company have been unified and 
reduced lo 46 per cent. Excluding the 
surcharge, the corporate tax rates would 
be 40 per cent: and 

- the number of excise duty rates have heen 
reduced to 9 from 21 with the bulk of the 
taxes shilled to an ud valorem basis. The 
long-term objective of the government is 
lo move to a Value Added Tax. 

The reforms in the tax system unexpected 
to achieve primarily the objective of micro- 
economic efficiency (Ahiuwalia 1994). As 
far as financial sector reforms are concerned 
one of the major reforms announced so far 
is the privatisation of the banking sector. 
Also, an effort has been made to gradually 
deregulate the interest rates, although re¬ 
forms have been slow in this urea. 

In short the reforms announced so lar have 
the potential ot altering the structure of 
Indian industries, subjecting them to 
competition from both internal and external 
sources and thereby making them more 
efficient. Before proceeding to analyse actual 
and potential effects of these changes on the 
industrial sector, we present some data on 
the macrn-cconomic performance of India 
since the reforms (Table 2). 

An analysis of Table 2 shows that while 
there have been some improvements 
especially in the rate of growth of exports. 


lowering of the current account deficit, etc. 
the rate of growth of industry ax a whole 
and hence manufacturing is quite low 
compared to the pre-1991 period. Another 
disquieting feature in the table is that the 
outstanding external debt has heen increasing 
and at the current level of XS billion (IS 
dollars has a debt-service ratio ot nearly 30 
per cent. So even on the macro-economic 
front, the performance ol the economy is a 
debatable proposition. 

Wc now examine the actual effect ol the 
reform process on structural changes in the 
registered manufacturing sector, privatisation 
and on foreign investment. 

II 

Structural Changes in 
Manufacturing Sector’ 

As seen above I he basic rationale governing 
the reforms m the industrial sector i> to 
reduce the harriers to entry in the Indian 
manufacturing sector. The mam barrier to 
entry is. of course, the licensing mechanism 
which has been to all practical terms done 
away with. Thccxpccialion was that it would 
lead to reduction in the degree of 
concentration. In the context the purpose of 
this section is to analyse the changes in the 
level ol concentration in the manufacturing 


Ta«u I . SvNorsis nr Indian Reknuas with RtsruT in Tsai* and EjuKama Hath 


Area 


Scope 


1 Trade Reforms 

tal Quantitative rcslnclionx 

(b) TanIT reductions 

2 Exchange Rale Reforms 

1 Miscellaneous 


Import restrictions lave been virtually dtunaided except tar final 
consumer goods Almost all raw matcirak other inputs mao ptoduc 
lion and inachineiy can now he freely i m p o rte d without a boenoc. 
There have been substantial reductions no aH item* and apccmBy on 
capital goods and machinery With the iresu recent tariff teduebaas 
in the Budget lor 1994-95. the peak rate is now f>5 percent. uMcr- 
mcdiaics arc subject to an awngc duty ol JO per cent and dunes ntt 
capital goods have been reduced to 35 per cent. 

Initially devalued by 24 per cent m June 1191 There was a hurt 
experiment with a dual exchange rate system in 1992. hut m March 
IW the exchnage rale was unified and effectively floated to he a 
market determined rale. Most recently. the government has umon- 
nced ns intention to move towards convert ihiltiy tor current account 
transclions Capnolcontroliaiehnwcvcrexpectedloremaminptaae 
for the present 

Export subsidies of all kinds have been virtually dbohshed 


Sonne I Ahiuwalia (19941. pp X-It) 

2 Eunmoney 1 1994). pp 51-53. 

5 Union Budget! various years) Government of hufaa 
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I9M 

19X9 

)990 

199) 

1992 

1993 

1 Rate of growth of GDP 

109 

s.h 

5.2 

1 2 

4 

«* 

2 Rale of growth of per capita GDC 

II 

33 

.3 7 

-to 

1.9 

70 

3 Rate of growth of value added in industry 

tot 

71 

b.V 

-1 

19 

1* 

4 Growth rale of mcrchamhiie exports 

137 

193 

10 4 

2fl 

24 

306 

5 Current Account Balance It'S $ mhwl 

-7I4X 

-6X26 

-7147 

-1963 

5X03 

-3*31 

t> Outstanding external debt 

5*403 

63*111 

6*697 

71640 

769*2 

X51X5 

tUS S twlhoa) 

t.»3.9i 

130.41 

119 *| 

(29) 

t»fcl 

l3» ||* 


Note: * Rgures in brackets la di cr a c the dchtservHv rano m per sent 
Sonne Asint Pevuiofmeat Bank ttWMt.pp 23F2M 
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sector. An explanation. Tor the evolving 
structure, in then sought through the 
actual implementation or especially the 
antimonopoly policies. This section is thus 
divided into two subsections. In the first 
subsection, we trace the trends in the levels 
ol concentration over the last three decades. 
The second sub-section attempts to provide 
some explanations lor the observed trends 
in terms of an assessment of the policy with 
respect to competition and monopoly in the 
manufacturing sector. 

Txends in Levels <*■ Concentxatkin 

Despite the existence of a number of anti- 
monopoly policies such as the MRTP Act 
and the industrial licensing policy, it is 
generally believed that most industrial 
markets are highly concentrated. High 
concentration meant rather high prices being 
charged and also little or no incentive to 
effect technological improvements. It was 
against this background that the new 
industrial policy statement saw the almost 
delieeming of the manufacturing sector and 
the repealing of certain specific provisions 
of the MRTP Act (namely, the sections 21. 
22 and 23) which dealt with: (a) the growth 
of an existing undertaking: (b) (he 
establishment ol a new undertaking: and 
(c) (he merger, amalgamation and takeover 
of firms. The industrial licensing policy and 
the provisions ol the MRTP Act were thus 
suriicvcntly strong enough to curb the rise 
in industrial concentration. However we 
argue that in actuality it has indeed been the 
opposite. The degree of concentration in 
most industrial markets has actually shown 
an increase. 

The usual maimer of measuring concen¬ 
tration is in terms of that part of the sales 
of an industry accounted for by the largest 
firms in an industry. But in the Indian ease, 
no official sources of data report firmwise 
sales in an industry. The only source of data 
on firm wise sales it the one brought out 
by the Centre for Monitoring Indian 
Economy (CMIE). namely, in its publication. 
Market and Market-Shares, which is released 
only at certain points of lime. On the baxis 
of the data contained in this document we 
analyse the changes in the level of 
concentration over a large number of 
industries at three points of time, namely. 
1976,1984 and 1989 in over 35 industries 
spread across basic, capital goods, 
intermediate goods and consumer goods 
industries. These data prams corresponds 
roughly to the pre (namely. 1976 and 1984) 
and post-t namely. 19891 liberalisation phase. 
It could, of course, be argued that the nugetr 
cause nf liberalisation affecting the 
manufacturing sector look place only with 
the major .dehccnstng contained in the new 
industrial policy statement in July 1991. But 
given the fact that most industrial projects. 


on an average, have a gestation period of 
nearly three years, most of the industrial 
investment proposals which hove come up 
in response to the new industrial policy will 
still be in the process of implementation.*S<> 
it ix loo early to measure the actual effect 
of the policy of delieensing on the actual 
levels of concentration observed in the 
manufacturing sector. However, we argue 
that, due to certain inherent contradictions 
in the policies, the level ol concentration 
observed in the pre-1991 period is likely to 
persist for at feast some more time in the 
near future. The changing structure of the 
industrial scctorduring 1976.1984 and 1989 
arc presented in Table 3. 

It can thus he concluded that since 1976 
there has been very little change in the level 
of concentration lor the sample as a whole 
though there arc important variations within 
the industrial groups. For instance, there has 
been a lull in the level of concentration in 
the consumer goods sector while in the capital 
goods sectors there has been an increase. 
However, if one compares the average 
concentration ratio (unweighted) it has 
declined marginally from 80 per cent in 


f Basic Goods Indusliy 

1 Pig mm 

2 Cement 

3 Aluminium 

II Cspool Goods Industry 

4 Jeeps 

3 Momreylccs 
A Cars 

7 Three-wheelers 

8 Commercial vehicles 

9 Boilers 

10 Dry cells 

11 Ball/Koller hearings 

12 Cement machinery 

13 Electric motors 

14 Agricultural machinery 

15 Textile machinery 

16 Chcmical/Pharmaccutical Machinery 

III Intermediate Good* Industry 

17 .Soda ash 

18 Polyester staple fibre 

19 Viscose Fibre 

21) Nylon industrial yam 

21 Dyes 

22 Nylon fibre 

23 Auto Tyres 

IV Consumer Goods industry 

24 Molted foods 
IX Cigarettes 

26 Soaps 

27 Milk, hoby products 

28 Detergents 

29 Vegetable mis 

30 Jute textiles 

31 Sugar 


1976 hi 75 per cem in. 1989. But cv 
75 per cent rate cuuki argue that the 
of concentration Is very high in as mu 
three-quarters of the total sales is accot 


Tssia 4: Changes m Him Level 
Market Shares. 1970-89 



Industry 

Average C. 
m Fir 
Market: 

1 

Plastic products 

3.2 

2 

Pesticides 

4.8 

3 

Two-three wheelers 

2.9 

4 

Tractors 

3.7 

5 

Gears and Pumps 

4.0 

A 

Mopeds 

7.5 

7 

Motorcycles 

2.f 

H 

Machine Tools 

2 R 


Cables and conductors 

1.8 

10 

Switch gears 

9.3 

II 

Commercial Vehicles 

25 

12 

Compressors 

7 X 

13 

Automobiles 

8.2 

14 

Tracks and Buses 

2.H 


Sourer: Market «««t Market Shares (v« 


issues! Ccnlrc for Monitoring I, 
Economy 


ItKI 

lothii) 

III 

All 

411-19) 

38 

ItKI 

1(880) 

1(1 

(INI 

100 10) 

It! 

ItKI 

97( -3) 

93 

I (XI 

10010) 

tot 

9A 

93l-3| 

too 

93 

95(2) 

ItKI 

80 

88 (+8) 

100 (• 

AA 

80(414) 

87 

7h 

74(-2) 

75 

89 

7)1-16) 


48 

68(4201 


54 

56(421 


42 

53(4111 

52 

42 

5314121 

41 ( 

ItKI 

91t-91 

93 

100 

9(I(-I0) 

68 ( 

A9 

80(411) 

Klttls 

100 

84 (-16) 

90 1 

75 

72t-3) 

581- 

82 

651-17) 

64 

3A 

6) t+25) 

56 

98 

98 (-1) 

9t 

96 

96(0) 

97 1 

86 

941+8) 

91 i 

79 

84(+5) 

71 (- 

88 

82 (-6) 


36 

Vlt+4) 

2V 

IK 

25i+7) 

18 

4 

71+3) 
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Nate: Figure* in pur e nthe ses indicate percentage change in cunpeatnotui ratios in 1983-84 

I97A. and ia 1988-89 over 1983-84. 

Soane: Market and Market Share* ivarbou lasts) Centre for M o n ito rin g Indian Bcu nwny. 
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Industry 


Four-firm Concentration Halm (Per Cent! 


I97A 


1983-84 


198 
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Year 


icctorha* remained memories* concentrated 
during this period deapitc die existence of 
a licensing policy which bad its main 
objective of creating capac ities in tune with 
plan targets and the MRTP Act which aimed 
at preventing the relative growth of large 
firms. 

It must, however, be explicitly stated that 
our conclusions are based on a sample of 
industries, randomly chosen as « were and 
not truly repre «em alive of the manufacturing 
sector. This is because our choice of industries 

Tasu- 6: Times m Mtwmu 
amo AiottnN. IVS8 1902 

Year Number of Mergers and AcqwtiMMt 
Tout of whkh Hnuowl 


1988 

12 

4127» 

1989 

20 

2125| 

1990 

2.2 

12i48i 

1991 

t» 

(7.22) 

IW2 

28 

17(61) 


Nme. figure* is parentheses adteate hunamtal 
mergers and acqueriheas as a per cent of 
all mergers and xqutauout 
tunfrr Khanna Suabri 119921, p 4 

Taw> 7: DmwnnmranESNAio 

Number of Total ReabsatMU 
Stares tits m nufljoa) 
Sold 

ua mritton nus) 


New 


Existing 


1991- 92 

first tranche 2162.20 14270 

Second tranche 252 .90 16110 

1992- 92 

first tranche 12X 70 6820 

Second tranche 21060 11840 

Snurrf Government of taha 11992-921. p ISO. 


for by the top four firms in the industry. 

U may of course be noted that conccntm ion 
ratios by iisctf are not indicative of the 
competitive activity in the industrial sector 
As a rough proxy for it we have computed 
the average absolute change in market shares 
of the lop 80 firms in 14 industries over the 
period I976-K9.lneachindusiry.the average 
absolute change in market shares for firms 
was computed. The change in market shares 
is taken as an indication of competitive 
activity (Table 4). 

For most or the industrial groups, the 
average change in market share is below S 
percent, indicating thereby lowcompctitive 
activity, especially when seen with the fact 
that most of the industrial groups mentioned 
above are also characterised by high 
concentration ratios The data relating to the 
automobile sector needs to be interpreted 
with some camion. The relatively large 
changes in market slates in this case is a 
mere reflection of the changes in the 
constrained output levels of individual 
firms. 

The bask: conclusion thM one draws from 
this analysis is that India's manufacturing 
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Year 

Nonces for Substantial 



ADobanens far 





Expansion 

Establishment of 
Mr»UKln»)H»i 

Merger and 

Take over 


1 

2 

1 

2 

t 

2 

1 

2 

I97IV7I 

94 

16 

12 

4 

12 

2 

II 

Ml 

1972 

82 

2 

8 

1 

2 

i 

IS 

2 

1972 

84 

6 

26 

4 

7 

i 

15 

Ml 

1974 

Ml 

2 

53 

$ 

2 

Nil 

8 

Ml 

197.2 

8(1 

i 

46 

4 

4 

Nil 

8 

. Ml 

1976 

82 

t 

48 

4 

6 

Ml 

8 

Ml 

1977 

22 

Nil 

44 

Nil 

2 

Ml 

4 

Nd 

1978 

46 

1 

25 

1 

6 

Ml 


Ml 

1979 

22 

1 

27 

2 

2 

Nil 

2 

Nd 

1980 

.28 

4 

44 

2 

14 

Ml 

6 

Ml 

1981 

126 

1 

122 

.2 

10 

Ml 


Nd 

1982 

112 

4 

172 

4 

6 

Mi 

2 

Nd 

1982 

108 

2 

127 

5 

12 

Nil 

6 

Nd 

1984 

142 

Nil 

192 

I 

7 

Nil 


Ml 

1982 

69 

Nil 

221 

Nd 

6 

Ml 

19 

Nd 

1986 

104 

Nit 

262 

Nil 

2 

Ml 

21 

Nd 

1987 

NA 

Nit 

NA 

Ml 

NA 

Mt 

NA 

Ml 

1988 

21 

Nil 

252 

NH 

10 

Ml 

29 

m 

Total. 

1970-80 

1268 

44(2.21) 

1741 

42(2.41) 

119 

4(2.26) 

ITT 

21169) 


Not ex: I piga w M m brackets tndteiic percentage stuav of 4 k tool. 

2 I »total nundter of cases: and 2 *of winch those ra f tmx l at Uw cum—«fou 
Stmrrt: MRTTC (various issues) 
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ws me based on their relative weight); in 
the index of industrial production, hut rather 
dictated by the availability of consistent data 
over the period under consideration. Yet our 
conclusions are not at all different Irom a 
careful and systematic study of the changes 
in concentration at the disaggregated level 
conducted |Bhaskar 1092). According to 
this study, the average concentration ratio 
(three-firm) in about 120 industries which 
accounts for nearly two-thirds ol the total 
value added of the manufacturing sector, has 
remained more or less constant at about 6.1 
percent during the period 1978-79 through 
1990-91. He also tound that in over a third 
of the industries the concentration ratio was 
well over 75 per cent. 

Evacuation of Anti-Monomiu Poi.kh-.s 

We argue here that though there were a 
number of policies such as the licensing 
policy and the MRTP Aci which had very 
specific provisions for controlling the relative- 
growth of large firms, very ollcn their actual 
implementation by the government was 
extremely lardy and lackadaisical. As a 
result, a number of large firms could use 
these policies as an entry-deterrent strategy 
and thereby prevent the entry ot new 
competitors into the industries where they 
had a dominant presence. The auto tyre 
industry is a classic example where existing 
firms used the licensing policy as an entry 
deterring mechanism thereby maintaining 
their sway over the industry |Mani 1995c). 

A detailed evaluation of the licensing 
policy especially with a view to finding out 
whether it has been used hy firms across 
industries as an entry-deterring strategy is 
not attempted here. We attempt an evaluation 
of the provisions of the MRTP Aci ihai deal 
wnh die control ol the growth ol large I irmv 
Basically we argue that the aci has never 
been implemented seriously hy the 
government. This can he (raced to the very 
circumstances which led to the passage of 
the act in 1970. According to a detailed 
study fParanjape 1986). the act was hastily 
pushed through at the height of political 
turmoil in ihe country. Consequently, several 
important concepts and pm visions of the act 
were spelt out deliberately in an ambiguous 
manner. This paved the way for its 
manipulation by various interest groups. One 
of the important provisions ol the act dealt 
with the cntcnaio he applied while deciding 
which cases were to he referred lo the 
Commission. In fact (his is the one issue 
which has reduced it lo being a mere paper 
tiger’. This can he made dear by describing 
briefly the procedure involved in getting 
governmental clearances for industrial 
projects during the pre-July 1991 phase. Alt 
&o*c large and dominant undertakings which 
attracted the ptovnions of the MRTP Act 
<>r are simply referred loss MRTP com panics 


had to find apply to the, departmem of 
company affairs (DCA) If they wanted to 
set up a new unit, substantially expand, 
merge or take over another unit The DCA 
would then decide which of these cases 
should he referred to the Commission. In 
actuality only a very small fraction or the 
cases which came under these provisions 
have actually been referred lo the 
Commission, the rest having been decided 
by the DCA (Table 5). 

From Table 5 it is clear that only a small 
fraction of the cases were referred to the 
Commission. In fact the government seems 
to have dispensed with the practice of 
rclcmng any kind of cases altogether from 
as tar hack as 1984. In any case even when 
a application is actually referred to the 
Commission, its advice is merely 
recommendatory and the final decision upon 
it once again rusts with the government In 
I act since 1984 most ot the coses which came 
up under the act have been approved hy the 
government. From the evidence presented 
we conclude (hat the MRTP Act was never 
implemented properl y with a vie w to curbing 
industrial concentration. In fact, the very 
concept of concentration of economic power 
is not defined in the act in any precise or 
quantifiable manner. Consequently despite 
the existence of such polices, industrial 
concentration remained high even in the 
1980s. 

It is sometimes argued that this was the 
context against which the new industrial 
policy wusannounccd which soughrto lower 
considerably the harriers to entry. However, 
wc argue that the policy on minimum efficient 
scale ol output announced towards the mid- 
1980s is likely lo keep the cost of entry 
artificially high. This will have the net effect 
ol discouraging new entry leading to the 
maintenance ol already concentrated 


J, 


stroctuttK. We explain this ftoe-of «fmnbht 


a* fottowi. In 1985-Kh. dm go ve rnment 
prescribed the ‘minimum economic scale 
opacify scheme’ in about 72 industrial. 
During the pro-1991 licensing regime, this 
policy meant that any future capacity creation 
in those specific industries will have to 
confirm to the minimum scales of output 
prescribed in the scheme. This requirement 
has the direct impact of raising thq cost of 
new entry especially in those industries which 
do not have significant economies of scale. 
This is because the government has fixed 
the MES at a unique point. Implicit in this, 
is the unrealistic assumption that the long 
run average cost curve of a typical firm Is 
‘IT shaped as suggested by traditional 
neoclassical micro-economics. Second, the 
added assumption is also made that there are 
significant economies of scale in alt the 
chosen industries. If both these assumptions 
are proved to be counter-factual, then the 
policy of fixing the minimum efficient scale 
at a unique level of capacity is highly 
questionable. For instance, empirical studies 
on the shape of the long run average cost 
curve have shown that the average cost of 
production is minimum within a range of 
output and not at any unique level of output 


Table 9: Employment Consequences of 
Closure of Chkunitally Srx PSRs 
(As on .51-3-1991) 

1 Total regular employment in all 2.22 

central public sector enterprises 
(in million numbers) 

2 Total number of employees 

in (he chronically sick PSEs 

(in million numbers) 0.31(14) 

Note: Figures in brackets indicate 2 os a per 
cent of I 

Sourer: Department of Public Enterprise 
(1991-92), pp'35-26. 


Table 8: Extent of Loss of Government on Account of 
PSE Share Disinvestment 


Name of PSE 

Average 
Pnec at 
Which Share 
Value of 

B.s 10 was 
SoW 
(Rs) 

Market orices as ner 52nd Week 

Utimimuc Times High Low Average 

Closing Price (Its) (Rs) (Rs) 

3IVKV92 
(Rs) 

Loss lo the 
the Government 

(Rs) 

1 HPCL 

244 

750 

1275 

650 

963 

506(208) 

2 BHEL 

38 

140 

200 

130 

)65 

102(268) 

3 HCL 

25 

65 

65 

60 

63 

.37(148) 

4 HOCL 

57 

144 

220 

1.35 

178 

87(15331 

5 HPCL 

243 * 

550 

1200 

550 

875 

.307(127) 

6 HZL 

22 

59 

65 

48 

5* 

35(160) 

7 HMT 

18 

80 

85 

68 

76 

58(321) 

8 SAIL 

1.3 

42 

to 

41 

48 

2V(2I7) 

9 RCPL 

III 

44 

55 

41 

48 

34(343) 

I0NLC 

II 

82 

NA 

NA 

NA 

711616) 


Nme r I Tte l<w*hrehecftamvcdailty deducting the lowest ofctoshif price «t October 31. J99? 


irom she average price at which the shares have actually bee* sold 
2' Figures m hrartets iw*ca*c the k»s u> government m percentage terms 
Stmnf Government ol balsa <1992? Annexurc III 
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4 lf' liapaf curve. ff J (he pre-ractfer tcnttiay under the MRTP 
government ougbHo Ad nid-the rrtilabtbty of large number of 
have fixed to w*hfci I range rod act « •. ** and wo* finrn (Khetsa I993J. An 
lalqacpoiot. S w cood, iorfioologlcal cftmgei iraerexdnglreni in Tabfc 6 it the increasing 
wWch have been quite central to meat share of horiz o nt a l mergers, which has the 
iadaitrieaofthe modem worid, h av e re ndere d C potential of mairaaining the already high 
the extitence of economies of scale in moat leveb of concentration. On the basis of theae 
industries lew significant. In the light of 


-f®fffWflA.. . 'ifI j V, f 

this ware le be io, the 


theae argument*, the policy of fixing the 
mini mum efficient scale of output at very 
high levefa is tantamount to erecting a capital 
barrier to entry. This was especially so in 
ihc pre-1991 period as quantitative controls 
were replaced by financial controls. At such 
pre-determined capacities, the cost of 
establiahing new plana is so high that only 
a few entrepreneurs can enter and that too 
only with the support of public financial 
institutions. It is easier for existing units to 
expand to such capacities than for a fresh 
unit to come up. This would mean the 
persistence of concentrated market structures 
in those industries which are already 
concentrated. An analysis of the recent data 
on industrial investments seem to confirm 
the fact that the rate of new entry into the 
domestic manufacturing sector is not goto? 
to increase in such a way as to increase the 
domestic competitiveness of the sector. First, 
of all about two-thirds of the proposed 
industrial investment is in electricity 
generating vector with only 10 per cent of 
the investments in the manufacturing sector 
Second, an analysis ot the data on 
manufacturing investments reveal the 
tendency ol existing units lo expand via ai 
least two routes, namely, (a) setting up ol 
new units or expanding their existing 
capacities: and (h) taking over or merging 
with other units. We adduce some 
quantitative evidence on hoih ihcsc. The 
lormcr issue is proxicd wnh ihc data on 
equity raised Inmi the pnmary issues market 
This data has been further disaggregated 
into (hose raised by existing and new 
companies ((he figure). The share ol existing 
companies has shown a significant increase 
since I9HV-90 thcrehy indicating Ihc 1 
influence of the policy on MF.S discussed 


arguments, we are doubtful about the 
potential of the new industrial policy to 
increase significantly the degree of domestic 
competition in Indian manufacturing sector. 

Ill 

Privatisation 

The next major component of the new 
economic policy it the reform of the public 
lector enterprises. And this process received 
an explicit character and form only with the 
statement of the new industrial policy. The 
policy statement contained four major 
decisions which affect the future role ol 
PSEs in India. They arc (i) a reduction in 
the number of industries reserved for the 
public sector tmm 17 to eight and the 
introduction of selective competition in ihc 
reserved area: (ii) ihcdismvesimem of shares 
of a select set of PSEs in order to raise 
resources and encourage wider participation 
ol general public and workers m the 
ownership of PSEs: (iit) the policy towards 
sick public enterprises to he the same as that 
lor the private scetor: and tiv» an 
improvement of performance through 
pcrlomiancc contracts or through an MOU 
i memorandum ol understanding) system by 
which managements arc lo he granted greater 
autonomy hut held accountable lor specified 
results. Further the policy towards sick PSEs 
was made clearer with a drastic reduction 
in the budgetary support 10 sickor potentially 
sick PSEs 

Before we proceed on to analysing ine 
details ol the Indian programme ol 
privatisation it ts necessary to clanly a 
number ol issues at ihc oulsci By public 


rector ent er p me s tic mm only the um- 
dtp n raa c wri and non-financial enterprises 
under the ownership of the central 
government because the privatisation 
programme of the government has been 
confined exclusively to ihts subset ot the 
PSE*. The PSEs which are engaged in the 
p ro v is ion of infrastructural lacilttici such as 
road and rail transport, distribution ol 
electricity and telecommumcat kxi services, 
provision of water in urban and rural areas 
are still very much in the domain of the 
government. The only exception is air 
transport where some limited privatisation 


Tabu- 11 : Gat Bn wow FIX Amuvu i 
ano Actual bourns 

(m nullum* uf US dnUmnl 


Year 

Approved 

Inflow* 

Actual 

Inflows 

oro 

two 

67 

. 


1991 

2IU 

114 

70 (.14) 

1992 

I2M> 

2211 

tOU> IHM 

1991 

2X24 

569 

22S5 nan 

1994 

142S 

7IIK 

2717 179) 


Nine Figures m brackets adware Ac gap as a 

per cent of approved inflows 
Wr> r ASSOCHAMI1994). p 829 


Table 12' FDI Inflow* m India anhitnui 
Asian riAwnuo 

i S milium ■ 


Country 

1991-1991 icumulahw) 

Indio 

9S7» 

China 

IA7V. 

Malaysia 

X77X 

Indonesia 

42IX 

South Karra 

41161 

Singapore 

1671)6 

Thailand 

76N0 

Philippines 

28*1 


Nn\t • The data fur Indiaivfenitilhrpcnnd 
1990-199.1 


■VMin es. < 1 1 Table 11 of das paper 

(2) tmxKwr (IW|. p 22 

Tami III A(*atn.Ait Ntr Lnv. Tisu Re«s«mts Flows tnDFvsunnr.Os'NTUua 


above. 

In rcccni discussions on the spurt in ihc 
capital market doubts have been expressed 
as lo whether all the money that has been 
raised has uclually gone towards financing 
fixed investments in (he manufacturing sector 
\Hrnnamisi IW5|. On the contrary. t( is 
estimated that companies un IW-'i-lt put 
22 per cent of Ihc tunds raised into ihc vroek 
market and only 47 per cent min assets 

The evidence Inc the second issue ol 
increased merger and acquisition activity is 
prewnted in Table h. 

There has been a substaniial increase in 
mergers and acquisiimn acii'incs m the 
economy since I9WI. To a large extern (hi' 
has been brought aboui hv the abolition ot 
MRTPand FEft A restnsiions andespee tally 


Type ul Finance 

19X1 

19X8 


1992 

Level 

Share 

Level 

Share 

Level 

Apr 

A Official dei siupiikMM finance 

14 W) 

46 97 

40 TS 

SS01 

S4S8 

M* 

ol which 







a Official dcvclupnieni 







jfcMfciaiu-t: 

21 KV 

29.SS 

.11 S8 

42.6S 

4* »2 

m«s 

h (Hficial non-coni cvruuvey 

1291 

17 42 ' 

9 17 

12.14 

16 26 

400 

B Gun 







Private finance 

19 29 

5.101 

.1.1.30 

44 97 

taros 

6SI.5 

id which 







a Print*' hum 

V) 71 

41.41 

11.00 

14 JS 

41 TO 

26A2 

h Foreign direct 

8.S5 

oil 

21 20 

24.61 

47 27 

».« 

Investments 







C c Foreign portfolio equity 







flows 

ml 


1 10 


HOT 


Aggregate net resmnvc 








74.09 

100.00 

74 OS 

loom 

I56J.1 

K»fi0 


Sounr tFCil494l, p6. 
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of nm BeMf ulMln variety has, occurred 
witfetlfcrftowtagofprlwKcoiruxi service*. 
Even in social sector* like education and 


nttxe nob-inflaiiowy form of finance for 
(he budget: ail other object* arc subsidiary 


health there is no major change in the role 
of the public sector excepting that in some 
forma of higher education like engineering 
and management education there has been 
a drastic reduction in the subsidy 
component. As noted in Section I. the 
banking lector is being privatised while 
other financial related services like 
insurance continue to he very much within 
the ownership and management ot the 
government as before. 

DiSINVESTMF.VT PSKKUtAMMI 

As seen earlier, the government's overall 
new economic policy lays special stress on 
an increased rote for the market forces, and 
consequently a reduction in the role ot the 
slate. In fact the PSEs arc generally 
considered to he a drag on the government's 
budget |Jalan IW21.- The Indian 
government's policy towards the PSEs is 
usually fclcnedtoustnc public secutr reform 
programme ot which (be disinvestment 
programme is an integral component. In 
terms of operationalisation ol tins 
programme, the following steps have been 
taken (Government of India 19931 

(a) The budgetary support to loss-making 
PSEs in the form ol rum-plan' loans trom 
the government is going 10 he phased out 
by 190*43: 

tb) The public sector equity is being 
dismvcstcd up to 49 per cent in a select set 
of profit-making enterprises, not only to 
mobilise non-infiationary resources lor 
the budget hut also to hroad-hasc the 
ownership. It is expected that this will also 
make the managements of the PSEs more 
commctcially-oncmed. 

(cl The PSEs arc being allowed not only 
to form joint ventures but also to raise Ircsh 
equity from the market to finance their 
expansion plans. In this way (he performance 
of an enterprise measured in terms of 
financial profitability will be one ol the 
mam factors that determine its ability to 
expand and being able to raise resources 
front die capital market. 

tdt fbe Sick Industrial Companies Act 
(SICA) has been amended to bring public 
sector enterprises within the jurisdiction of 
the Board for Industrial and Financial 
Reconstruction (BIFR). which will not have 
i<> decide whether these units can be 
(Ifectively restructured or Whether they 
should be dosed down. 

(ct Mote flexibility Isa* been granted to 
PSEs with respect to their pricing decision 

Among all these programme*, the one that 
has been operationalised so far is the policy 
’arith respect to disinvestment of government 
«pmy in a select number of profit-making 
PSE*. The ream rationale behind this is to 


to this main ubjective. 

The programme commenced in 1991-92 
and since then then: have been four tranches 
of disinvestment of equity of nearly 30 PSEs 
The shares were initially offered to selected 
financial institutions and mutual funds, hut 
in the sales during 1992-93 they were offered 
lo Ihc public and other ftnondal institutions 
(Table 7». 

The government is also planning lo offer 
PSE shares to workers and is In the process 
ol working out the details of floating new 
scrip offerings on the slock market. 

The second important component of PSE 
reform is ihc decision to dose down the 
chronically sick enterprises. The workers 
ihus retrenched are to he retrained and 
redeployed using the National Renewal Fund 
(NRF). This fund is lobe supplemented wilh 
the sale proceeds of disinvestments up lo a 
certain amount. The NKF is ihus envisaged 
as a mechanism lo minimise ihc social cost 
(i c insular as displaced labour is concerned) 
of such plant closures. At the first instance, 
funds have been allocated from Ihc NRF for 
implementation ot the voluntary retirement 
schemes (VRSlol the central public sector 
enterprises. 

Thcrcarc t wo major cosh tothis exercise.' 
The first cost is the alleged underpricing of 
the shares and me consequent loss in revenue 
lo the exchequer. The second cost arises 
I rom the possible shedding ol labour and the 
compounding ol this problem in the absence 
ol an adequate social safety net. Roth costs 
al lecl ihc economy as a whole We undertake 
lo examine the various dimensions ol these 
two costs which are not normally discussed 
in the literature. 

(0 I or PSE miauls am> nisrs 

m ixiiitot m 

The process of disinvestment ot public 
sector equity commenced in 1991 -92 and so 
tar there have been four tranches of 


India 

53|57) 

14.23 

1330 

1000 

China 

HI 1411 

20 70 

17 82 

to.no 

Malaysia 

28|3I) 

22.49 

18.09 

tooo 

Thailand 

»2t36> 

20.49 

1474 

10.00 

Indonesia 

42(40) 

IV.92 

16.74 

1000 

South 

Kuna 

24(24) 

22.18 

2128 

10.00 


disinvestment. In the fust two tranches the 
sales were exclusively to public financial 
institutions while from Ihc third tranche 
onwards shares were sold to private 
individuals also. It has now become clear 
that the price at which the sales werceflecied 
in the first two tranches resulted in the 
government losing substantial amounts 
while it was a gain lor the public financial 
institutions which purchased them The 
Comptroller and Auditor General in one 
ol his recent reports (Report No 14 of 
1993) has worked out ihc extern ol loss to 
ihc government on this account The actual 
extent of loss doc to the possible 
underpricing is worked out and il is 
presented in Tabic 8. 

The extent of loss to the government in 
percentage terms has thus varied from 127 
to 61h and on an a verage. Ihc loss, consequent 
lo Ihc underpricing is about 2V> per cent 
It we were to apply this pen mage to the 
divestiture proceeds ol 1991 92 (Table 7) 
then the potential pros eed . v.iuld have hecn 
Rs 1.23.342 million .is .<eaiast Ihc Rs 49.040 
million which have actually been obtained 
This is ihus one of the sosis ol ibe 
disinvestment programme. 

Another dimension of the proceeds from 
disinvestment is the use to which ilvsc are 
pul iniu. The government has used this capital 
receipt lo otlsr: tor shortfalls in revenue 
receipts and thus reduce Ihc fiscal <leficil 
which ik was required to do as part of the 
IMFstabilisation package, itshouldof course 
be noted that in 1992-93 the actual divestiture 
proceeds (of Rs 18.640 million) had fallal 
short of the budgeted estimate (Rs 35.000 
million) by as much as 47 per cent. Some 
commentators have taken exception to dm 
practice of using a capital receipt lo finance 
shortfalls in revet: je receipts* Needless to 
add. these is an important trade-off by 
dmnvcsiing government's equity in 
profitable enterprises and using the proceeds 
for current consumption needs, the 
government have foregone future yields tram 
these enterprises. 
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not) 

) 25 

4 00 

*Si 

6.15 

9.43 

i IK 
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Atari: I Fi g ures m brackets indicate the respective rank* in Srptrretu 1942. 

2 The ranking n b re ad on a total of 170 emanates 
Sum tv: fmraremrrt IV93k pp 303-04. 
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(ii) EMfi.ovMCvr imhjcahons 
o Pkivatkatkin 

Mom of the public sector enterprises in 
India are considered to be over manned. 
In fact there are very many instances of 
PSEs being forced to employ people 
belonging to a particular region or group 
on weighty 'non-icchnicul' considerations. 
However there aie no estimates or studies 
quantifying me extent of over-manning in 
the PSEs. 

Any policy ol reform of the PSEs will, 
thereliirc. necessarily involve making some 
labour redundant. However an economy 
which has a huge hacking of unemployment 
and one where increasingly the .structure of 
production is shilling to capital-intensive 
means, the labour absorptive capacity of the 
manufacturing sector is slowly reaching a 
saturation point. It is against this background 
that the retrains m the PSEs in India am 
likely to lead to labour redundancies. But 
we argue thut (here is very little m the new 
policies and pronouncements ot the 
government towards any concerted or 
systematic efforts to tackle this problem. 
Our arguments arc based on an exercise 
which makes a comparative estimates ol (he 
ideal st/e of the social safety net that is 
required to rehabilitate (be affected |>cople 
and Us actual si/c as announced by the 
government 

In order to mitigate the sufferings of the 
workers who jie likely to he adversely 
allcclcd consequent to privatisation the 
government have conceptualised a social 
safety net popularly known as the National 
Renewal Fund (NRF). The fund which was 
officially launched on February. 1992 is to 
he financed through plan grants Irom the 
union budget, sale proceeds Irom the 
disinvestment of PSE shares, loans Irom the 
World Bank and from bilateral agencies. 
The m/c of this lund have been variously 
discussed: a sum of Rs 10.200 million is 
provided lor it in ihc budget lor 1993-94 
(Government ot India I99.3-94|. 

The NRF has three segments (Asseicham 
I992|. namely, (i) the employment gcnc- 
ration fund which will provide resources for 
employment generation schemes in both the 
organised and unorganised sectors: (ii) the 
National renewal grant fund which will deal 
with payments under the VRS and' 
compensation to workers al levied by closure/ 
rationalisation resulting from approved 
rehabilitation schemes in both the public and 
private sector enterprises: and (tii) Ihc 
insurance lund for employers which will 
cater to their compensation needs in future. 
In short the NRF is supposed to he used for 
compensating affected labourers in both the 
public and private sectors as well. Though 
increasingly it is used only for implement in* 
the VRS of central PSE*. In fact wc will try 
to show that even for this purpose if is 


grouty inadequate. Thraexereixe, admittedly, 
is hated on a number of assumptions. 

Exnuvrbx <* Law* i it Redundantoi 

The first step in Ihc exercise is to arrive 
at some reasonable estimates of the extent 
of overmanning. The Department of Public 
Enterprises have identified nearly 54 central 
public sector enterprises out ot a possible 
246 as chromcully sick PSEs. it all these 
enterprises ore to he closed down there can 
tic a fall in employment to the tune of 14 
per cent (Table 9k- 

In order to understand (he relative size of 
this possible retrenchment, one should have 
some idea about the rate of growth of 
employment in the organised manufacturing 
sector during i he 1980s. In tact after growing 
at a rate of 1.4 per cent per annum during 
the period 1973-74 to I979-X0. the rate of 
growth ot employment declined significantly 
to t-MMi per annum during the 1980s 
(Nagaruj 19941. So the retrenchment in PSEs 
is taking place against the context of a tall 
incmploymcnl opportunities in the organised 
manufacturing sector in general. Most of 
these retrenchment have been taking place 
through (he VRS route. This way of 
retrenching workers had also one another 
unintentional cllcct. namely, that many of 
the senior and best qualified workmen ami 
officers ol the PSEs were availing of Ihc 
scheme to join competitors in the private 
sector |Seial vad 1992). An estimated 70.000 
workers had opted lor voluntary retirement 
under the scheme. In short the haphazard 
retrenchment policy has led to the existing 
PSEs losing ilieir most technically qualified 
personnel. So atihc end ol the day. a situation 
is going to emerge when the VRS is going 
to he utilised by technically qualified persons 
to look lor greener pastures elsewhere in the 
private sector while the public sector will 
continue to be saddled with those very same 
employees who should he Ihc actual target 


of (hit cxerctne.- iff view -tif the twvere 
unemployment siiuafion, the others who ar 
not that qualified and who might be affected 
are Kkcly to swell ihc stock of unemployed 
persons. 

Iutai; vmrs Actual Social Sahttv Net 

After having arrived at some estimates ol 
the extent ot tahour redundancies one could 
arrive at an estimate ol the size of an ideal 
social salcty net that is required. For this we 
require two magnitudes, namely, (a) the 
number ot employees of the PSEs made 
redundant; und(b)an estimate ol the average 
compensation package that has tobecxtendcd 
to a PSE employee who is made redundant 
The former is already estimated to be around 
0.31 million, workers and the latter is 
estimated to he on an average ot Rs 25 
million per employer. Using the I wo estimates 
the size of an ideal social safely net should 
he Rs 78 billion (approximately US S 2.816 
million) in the next two or three years 
whercus the aetual size of the NRF is only 
about Rs It) billion (equivalent to US S 645 
million) ll must he added that the requirement 
for VRS alone is Rs 7K billion, and financial 
resources will also have to he Inund for the 
other payments contemplated in the NRF 
This shows that the NRF is grossly inadequate 
to be an effective .social safety net. ll is thus 
clear that despite statements to Ihc contrary, 
if privatisation is cficcicd without any 
adequate social safety net it will have senmis 
employment consequences. 

A final pram to he made in our discussion 
ol India's privatisation efforts is the fact that 
all the enterprises which are offered for 
disinvestment arc the profit-making ones 
while the loss-making ones continue to he 
within the public sector fold. So the onh 
result that this sort of privatisation can hope 
to achieve is to raise non-inflationary 
resources for the budget. And even on that 
count, (be actual amount raised has fallen 
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Month 

(1994) 

Number ol 
Registered (FIIS) 
f cumulative! 

Cross 

Purchases 

Gross 

Sales 

Net 

Invcsiment 

Cumulative No 
Investment 

January 

136 

415 

17.4 

398,3 

1176.80 

February 

14* 

291 M 

46.5 

245.4 

1421-50 

March 

19k 

245 9 

65.6 

180.3 

1601.81) 

April 

166, 

227 5 

64.1 

163.4 

1765.20 

May 

191 

3105 

51.7 

258 7 

202390 

June 

199 

332.0 

88.5 

243.5 

2348.1X1 

Jut) 

217 

136.6 

55.0 

81.6 

2449 40 

Augasl 

222 

174.18) 

57 5 

116.6 

2566.00 

September 

229 

208.80 

651 

143.7 

2717.30 

October 

241 

19470 

847 

III .1 

2127 10 

November 

259 

98.20 

874 

10.9 

3012.60 

December 

259 

115,90 

1(818 

15.3 

.3027 90 


Nole- * Inclusive of fate reporting which w. not incorporated in the monthly flows The RBI h* 


placed t( al S 829 Million. 

' Stmrre; F.I'W Research FmmdatHM I|9V5>. p 131. 
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shrift fla ttie target*. Foreign tavcutmenH in 
the industrial vector the one component or 
the libeniHuxton package that has attracted 
much interest, both within India and abroad, 
is the considerable rduxaium ol government 
contort* with respect to foreign investment v. 
The government hasknade concessions and 
inccrtli vc* with respect to both foreign direct 
and portfolio investments. The purpose ol 
thus subsection is to map out the actual 
inHowsot lorcign investments lothe country 
since the announcement of the new changes 
and to speculate on the reasons as to why 
India has nut been able to attract much 
loreigndirect investments compared to other 
countries in south Asia. All over the world 
and especially in the developing world, 
foreign investments have emerged as u 
significant component ol the aggregate net 
long-term financial Hows li able 10). 

Tabic lUbnngs out an interesting picture, 
namely, that foreign investments which 
accounted for only an insignificant si arc of 
the total financial Hows now accounts lor 
as much as 38 per ccm ol all Hows and has 
now emerged as the single largest source. 
Of particular interest t* the relative position 
of portfolio investments which has grown 
at the fastest rate during the period under 
consideration. It is generally opined ihat the 
sharp decline in US and global interest rales 
and the slow down in OECD economic 
activity ate believed to have played an 
important role in 'pushing purilnlm 
investment in developing countries' The 
main conclusion that one can draw limn 
Table JO is that private financial Hows and 
within that foreign investments arc the major 
source of finance to developing countries 
It is against the background that most 
developing countries have icaxcd their 
regulations governing foreign investments 

India too has liberalised various rules 
governing foreign investments and there has 
been a substantial increase in FDI mllow* 
during the period since the announcement 
of the new policy. For instance the annual 
average pet inflows to India during 1980- 
84 used lo he only US S 36. This has now 
increased lu an average inflow (actual) ol 
US S 31V during the period 1990-93. 

An important characteristic of FDI intlows 
to India is the considerable gap that exists 
between actual investments and approvals 
(Table 11). The gap between approvals and 
actuals have actually widened over the period 
and the actual inflows arc now only about 
21 per cent of the approvals. The precise 
reason as lo why such a big gap exists needs 
to be researched info. 

While the actual FDI inflows into India 
are substantially high computed to past trends 
in it, U is much lower than what other 
ecunomks in the region arc experiencing 
(Table 12). 

One way of inteipreting the revive sire 
of the investments to India is to express the 


Indian in flows as a ratio of the average 
investment to ibc real. This works radio 0. 11 
indicating (hereby that India has been able 
lo attract only about 11 per cent ot the 
avenge FDI inflows to the major reetptenis 
in the region. Solhcclaipu by the government 
that there tune been substantial capital flows 
in the torm of foreign direct investment is 
not borne out by actual data. FDI inflows 
to India, relatively speaking, is very little 
This shows that considerable relaxation »l 
the regulations with respect to FDI while 
necessary is mu a sullicieiii condition lor 
India to attract substantial inflows of direct 
invesimems Irom abroad. 

The sulfictcni condition is an amalgam ol 
a number of factors. A summary measure 
combining the various conditions is worked 
oul by liunmumev (I99t|. ul.vlt MNf* 
nornully consult, is called the country-risk 


ranking. While there t* no perfect positive 
eorretation between a country's rank m this 
approach and the arm xml of FDI it has been 
able to attract, it does provide us with some 
insights (Table 13). 

Though India has improved its rank w Hhin 
an year it is still lower than us neighbours 
in the region. Particularly had is its credo 
rating in view ol Us high external debt. 
There i* also a tccling that even some ol 
the recent policy changes jre rcveriahtc in 
view ot the rather strong oppoMtHM to it 
Irom various opposnum political patties 
The mlrastructure in India, paniculariy 
telecommunication services, is convtdcted 
lo he unsatisfactory for Ihe rnjuircmcnls nf 
modem business though u is not clear 
whether it is actually so when compared 
with countries such as China and Indonesia. 


The I act (hot India ha* been rather laid m 
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Free 


Free 
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Free 
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Thailand 
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Free 

e Spend (’lassc 

s ol Shares 





China 



Free 


Free 

Philippines 



Free 
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India 



Free 


Free 

Taiwan. China 
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Some Kcvincuoox 
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Free 


Free 
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Nigeria 



Sonic Reslncooos 


Some Reanctwns 

U WiibhoMing Taxes 





CiMUHry 

Interesi 

l>|VHk*nJs 

Long term capital gams on listed shares 


tiVrCcMi 

iRt Ccm# 


1 Per Cent 1 

Argentina 

Nil 

Nil 


Nil 


Brazil 

IS 

IS 


Nil 


Mexico 

IS 

Nil 


Nil 


India 

20 

20 


to 


China 

10 

20 


Nil 


Indonesia 

12 

IS 


Nd 


Kona 

12 

1* 


Nd 


Malaysia 

20 

Nil 


Nd 


Taiwan 

20 

2(1 


Nd 


Thailand 

15 

10 


15 



S'<Hrs (1 1 Free entry.- No significant rcstncllooj to purchasing straits. Ol Rrlatiiefy tree entry 
Some regislralnm procedure's nxputed hi ensure repatriation fights 13) Sptesal classes 
Foreigners restneml m certain classes ot stocks, designated fur Uneiga asvstun. 
(4l Authorises) ins esHKsunly Only approved Inceiga wucshus may bus sioris.lS) Ctmcd 
Closed or access severed restricted: I to Repamatma of income Dividends. merest. and 
realised captlai gams: (7) Repatriation of capital: Initial capital ta vested <() Hoc 
Kcpartianon done ruuonety 

Stmrif iMernaiHMud Finance Corporation (IVMj, pp 25*-Vl 
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liberalising its policies compared tocauntries 
tike China which started its opening up in 
the early 1980s. would have acted as another 
factor. 

However. India has attracted large chunks 
of portfolio investments since the relaxation 
of rules governing such investments in 
September l992(Tahle 14). The table shows 
. that India has attracted substantial portfolio 
investments within a matter of two years. 
In fact the portfolio investments flows to 
India accounts for as much as 19 per cent 
of such flows to developing countries as a 
whole. The average investment per 
institutional investor works out to almost 
US $ 15 million - another indication of the 
substantial nature of the investments. 

In addition some large Indian companies 
have been rather successful in being able to 
tap the Euromarket It is estimated that 
between May 1992 und November 1993, 
nine Indian companies raised close to 
US S I billion in this market | Glen and Pinto 
1994). Glen and Pinto identify a number of 
reasons as to why Indian companies have 
been drawn to overseas capital markers. 
Firstly, the volumes that can be raised are 
higher while issuance costs at 2 per cent to 
3 per cent are substantially lower than 
comparable rupee issues. Secondly, 
achieving name recognition overseas is 
another factor. Thirdly, foreign investors arc 
drawn to these issues attracted by high yields 
compared to ahemati ves in the west and the 
expectation of significant capital gains. 

It must he added however that this figure 
of $ I billion raised by the Indiun companies 
is not included in the data on portfolio equity 
investment flows presented in Table 14. So 
we need to examine how India has been able 
to attract such a large amount especially 
when it has not been able to obtain much 
FD1. Of specific interest to us iS how tar 
these inflows have been in response in the 
various policy changes and secondly, to 
what extent these have been in response to 
the relative attractiveness ot the Indian slock 
market. These are examined seriatim. 

PoaTHxao Eomv Isvksimi.vi 

AND FtJt.lt*V OlANtiKS 

We have seen in Section I the specifics 
of the policy changes. The first point lo mac 
» that the Indian market is open only to 
authorised investors - namely, institutional 
investors from abroad such as pension funds 
and not to individuals. Secondly, the 
investments in any company are subject to 
some ceilings. However, the attractive part 
of the policy change from the point of the 
foreign investor is the freedom to repatriate 
1 he sale proceeds including capital gams 
immediately with virtually no lock-m period 
subject of course to a withholding tax. The 
long-term capital gains and income on 
securities fdividend and interest) will he 
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subject to taxes of JO per cant and 20 per 
cent respectively, while shon-tcrm capital 
gain will be taxed at 30 per cent. Capital 
gains will be computed in rupee terms only. 
For the purpose 'iong-term' is one year for 
shares and three yearn for dehentures/bonds. 
In order to understand the relative 
attractiveness ot the Indian policies, we have 
compiled in Tabic 16 the changes in txher 
countries. 

Table 15 shows clearly that the policy 
changes in India arc not all that attractive 
in relative terms. For instance India allows 
only authorised investors to make 
investments. Second. India is one of the two 
countries having a withholding tax of long¬ 
term capital gains. Of course tree repatriation 
ot income and capital arc allowed. This 
shows that it is not merely the changes in 
policies which attracted the investments hut 
also (he inherent relative attractiveness of 
the Indian Stock Market. 

Portfoliocquity investment and the relative 
attractiveness of the Indian Slock Market is 
measured in terms of u number of standard 
indexes such as pricc-eamings ratio, the 
dividend yield andthclFCtotal return index 
(Table 16). 

We have presented in the above four 
measures ot the si/e of the stock market 


(items a duough 4) tad four iadtitet of 
performance oflndtaWr-o-va Mexico where 
the market Is completely open and that or 
Chtnu'r where there we some restrictions. 
While the Indian market seems to be more 
attractive than changes in the return index 
appears to he Ngher| However the Indian 
returns are more consistent or less variable 
compared to Mexican one and hence less 
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Country 

MRAR (%) 

Indonesia 

.3.40 

Indiu 

2.60 

Hong hong 

2.17 

Philippines 

2.06 

Thailand 

I.K5 

Malaysiu 

1.78 

Singapore 

1 tit 

Germonv 

0.94 

UK 

0.84 

Taiwun 

0 12 

South Korea 

41.19 

Japan 

-1 20 


Nmr: According lo the Trey our Measure Ihc 
excess return is divided hy the maitei 
heta (relation (u US l)JI) 


Stain r. Clemente (1994). p 102. 
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1990 

1991 

1992 

1993 

1 India 

a Number id listed companies 

2435 

2556 

2781 

3262 

h Market capoahsation 
(in millions of US Si 

38567 

47710 

65114 

97976 

c Trading Value 

On millions of US Si 

21918 

24295 

21)597 

21879 

dTumoxer Kaoo 

65.9 

56.8 

3711 

27 5 

e P/E ratio 

17.8 

254 

33 7 

39.7 

f Dividend yield (per vent) 

1.9 

1.3 

0.7 

1.0 

g Total return index 

285.8 

338 5 

4160 

494.0 

h Change in Index (per eemi 

18.8 

18.4 

229 

18.8 

- Mexico 

a Number of listed coinpatiies 

199 

209 

195 

19(1 

h Market capitalisation 

On millions ul US SI 

32725 

98178 

139061 

2181671 

c Trading Value 
lm millions ot US Si 

12212 

31723 

44582 

62454 

d Turnover KaOo 

440 

47.9 

37 0 

368 

c P/E runo 

10.3 

14 1 

12 3 

19 4 

f Dividend yK'td tperceni) 

3.4 

0.8 

1.0 

1.6 

g Total icium index 

1041.0 

2152.4 

2608 2 

.3909.8 

h Change in Index ipercent! 

29.7 

106.8 

21.2 

49.9 

3 China 

a Number of listed conifianics 


14 

52 

183 

h Market eapuatiranmi. 

(in imllions of US si 


2028 

18255 

40567 

c Trading Value 

tin millions oi US si 


820 

16715 

433*5 

d Turnover Katin 


- 

1589 

1640 

e Wt ratio 

Hhwdcnd yield Iper cent) 
g Total return index 
h Change in Index (percent) 



100.0 

92.7 

-7.3 


Atm- I The bast date for the total return index for tndu and Mexico is December 19*4 ■ 100. 


2 Tbe hose daw for the total ictam tadex far Ouna »I tax ruber 1994 » 100, 
funnr: huematmnal Finance Cmporatwa < 19941. p 139; p I Si and p 17.1. 
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rteky. In Ihtt from the point of view of 
riakined Indian matktt it ranked second out 
of I2 countries (Table 17). However, Mexico 
It not Included In the study. 

The Indian market is thus considered to 
be leu risky and hence attractive for 
investments. Another important contributing 
factor is the large size of the market. With 
23 stock exchanges and 7.000 limited 
companies it is home for more than 60 per 
cent of all listed companies in Asian markets. 
However the average size! in icmtsol market 
capitalisation) of an Indian company is only 
US S 14 million, whereas in Mexico it is 
US $ 1.06 billion, and in China il is US $ 22 
million (IRC IW4|. 

We summarise our discussion of the policy 
changes with respect in lomgn investments 
as follows. India has attracted very little 
capital inflows in the form of FDI. There 
has been considerable gaps in what has been 
approved and what has been actually received 
and this gap appears to be growing over 
time. Details industrywise distribution of 
actual inflows arc not available. Scanty 
evidence that is available suggests ihai FDI 
inflows have favoured sectors such as soft 
drinks and breakfast cereals. Of course (hr 
power generation industry is a major 
recipient. However doubts have been 
expressed as to the extremely lenient 
conditions under which these have been 
allowed in (for instance the practice oi 
guaranteeing an assured post-tux return) 
This has been referred to as a major sell¬ 
out by economists.' India has achieved much 
portfolio equity investment flows. However 
the desirability of attracting such investment 
flows is debatable. First, ol all the main 
rationale behind the government's policy of 
liberalising Inreign investments has been 
not only to obtain non-debt creating financial 
flows, but also to promote manufactured 
exports and to obtain state-ol-thc-art 
technology. Portfolio equity investments 
does not promote exports oris not a conduit 
for modern technology It docs hnng in 
substantial capital flows - but (lows which 
are highly volatile given the Irce repatriation 
nf income and capital with virtually no lock- 
in-period." Second, these flows do not lead 
to any new investments, as the investmems 
arc usually in the equity of existing 
companies. It will only lead to a change in 
the ownershtpof existing share holding from 
domestic to foreign owners. 

However the openness with respect to 
equity inflows had mother positive elleci, 
namely, that Indian companies have been 
able to taf* capital markets abroad which 
have been very beneficial tothem. especially 
in terms of lower issuance costs. 

Cobrusnws 

In tHb pap e r we arc primarily concerned 
whh assessing the reforms in the itxhwtrial 


lector. Three co mp o n ent s of the reform 
process were analysed, namely, the policies 
which affected the structure of the 
manufacturing sector, second the policy on 
privatisation and lastly the policy with 
respect to foreign investments. 

The Indian industrial sector is 
characterised by rather high concentration 
ratios. Because of an earlier policy on 
minimum efficient scale of output, it is 
very likely (hat the highly concentrated 
structure will be maintained as through this 
policy a capital barrier has been erected 
which has the potential of raising the cost 
of entry. However with the reduction in 
customs tariffs it may be possible for 
competition from imports to emerge in at 
least some ol the industries. Second, 
there arc no regulatory bodies to keep a 
check on the conduct of firms especially 
with respect to pricing, so that the rights 
of the consumers are inadequately 
protected. There are. of course, in existence 
two nfcomplctc institution/legislation 
in the form of the MRTPC and the 
Consumer Protection Act. both of which 
do not have the same legal status as that 
of say the Oftcl in the UK to regulate 
industrial prices. So this is an area to 
which the reform process should address 
itselt 

The process of privatisation and the 
rclorms in the public sector arc likely to see 
a large number ol workers in both public 
and private sector enterprises being 
retrenched. To rehabilitate these workers 
an ctlectivc social safety net is required 
and wc have shown that what the 
government claims to have is grossly 
inadequate to be ctfcctivr. Given the 
negative rate ol growth in employment and 
the backlog ol unemployed persons any 
policy which results in adding to the slock 
ol unemployed in the manufacturing sector 
can exacerbate social tensions in various 
parts ol the country. 

The I iberal isallon of policies with respect 
in foreign investment has not yielded much 
foreign direct investments. The widening 
gap between actuals and approvals is 
another charactcrislic of FDI inflows to 
India. Though a complete list of 
industrywise distribution of FDI is not 
available it is (cared (hat even the small 
amounts which the country has attracted 
has gone towards low technology consumer 
products with very little export potential. 
Even high-technology areas where foreign 
investments have been approved il is at the 
terms and conditions which arc rather 
unfavourable to the country. The 
desirability ul obtaining large amounts of 
portlolio investmems it questionable 
given the highly volatile nature of the 
investment and the fact these foreign 
investment do not result in any fresh 
domestic investments. 
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1 See for iftstaaceWagstylet 1994). According 
to this journalist, despite free-market 
reforms. India’s economic upturn it modest 
rather Chan spectacular. Also see Economist 
(1995) 

2 According to a study by Albert Berry and 
Frances Stewart (1994). which reviews the 
available evidence on change in meow 
distribution over the 1980s. shows a woneasag 
in primary income distribution is 
industrialised countries and in most Larin 
American countries. Some improvements 
have been noted in Asia and little evidence 
for Africa. Secondary income distribution 
has leaded to worsen in most areas. 

) This is based on Mans <199%). 

4 It has became a 'popular past trine* for a 
number of commentators, purely based oa 
impression, to conclude that PSEs are a drag 
on the budget That they are in dee d or not 
have been empirically, disproved by 
R Nagaraj ‘1995) in a detailed exercise 
measuring the macroeconomic impact of the 
operations of the PSEs 

5 For a detailed enumeration of the virions 
com involved in privatisation see Bishop. 
Mathew. John Kay and Cohn Mayer (edt) 
(1994). 

6 The Emomoney country nsfc as sessment uses 
nine categories which encompass three broad 
categories namely analytical indicatan. debs 
inchauorv and xcccss to •ntcnwnooal finance 
For >he details of this method see Eanmnuy 
(1994). p 566. 

7 However everything is not alright with the 
global issues by Indian companies is sadicaasd 
by die unexpected c a n ce ll ation of a planted 
$ I billion global olfcre* of sham by tire 
public sector company VSNL. which hresdtea 
locka 1 s mtemaliomd idecomsmAc. Fhrdttrifc 
see Anonymous (1994), pp S6-X7 
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This paper recapitulates the origin af the policy of reservation of particular product tines exclusively for small-scale 
industries and examines the evolution and performance of the policy with a view to answering the question whether there 
is a case for continuing the reservation policy within the current policy framework of economic reforms. 


RESERVATION policy for small-scale 
industry (SSI) has been the bone of conten¬ 
tion since the onset of economic reforms in 
mid-1(#91. Small-scale entrepreneurs and 
associations Justify reservation as it protects 
them and prevents the onslaught of large- 
scak enterprises in the reserved product 
lines. Large-scale enterprises as also 
foreign investors <m the other hand demand 
dereservation as this will throw open new 
areas of investment to grow in the domestic 
market. In this contest it would be appro¬ 
priate to analyse and understand the objec¬ 
tives and achievements of the reservation 
policy since its inception. This paper at¬ 
tempts to probe the origin, growth and 
performance of reservation policy in the 
context of current policy framework and its 
relevance in the light of ongoing economic 
reforms. 

SSI has been receiving increasing atten¬ 
tion as an element ol industrial policy in 
India since independence The Industrial 
Policy Resolution of 194b and the subse¬ 
quent enactment of Industries (Development 
and Regulation) Act. 1931 and the Industrial 
Policy Resolution of 1936 marked the be¬ 
ginning of 'organised direction' for indus¬ 
trial development in India. Industrial plan¬ 
ning aimed at diversifying the indua rial base 
mainly through the development of basic, 
intermediate and capital goods industries. 
Nevertheless, it laid much emphasis on the 
indispensable role of ‘decentralised indus¬ 
trial sector' (synonymous with the then SSI) 
far employment generation in the economic 
d e v e lopment of the country. 

The Industrial policy Resolution of 1948 
declared that the sector has a special role as 
it wa s par ti cularly suited for better utilisation 
of local resources (both human and physical) 
and for achieving local self-sufficiency in 
respect of certain types of essential consum¬ 
er goods.' At the time of the first five-Year 
Plan, small-scale sector was mainly con¬ 
fined to cottage and village industries. To 
promote different segments of SSI. govent- 
mew set up sit exclusive boards, via. 

(1) Khadi and Village Industries Board. 

(2) Harafloom Bored. (3) Handicrafts Board. 
(4) Coir Board. (5) Sericulture Board and 
(6) Small-Scale Industries Board (SSIB). 
The role at SSIfi is to promote modem 
SSI whereas the rest are for promoting 
tndhfcttd industries 


Si nee then, planning for modem SSI growth 
has taken mainly two routes: administrative 
mechanism covering institutions to deal with 
different aspects of SSI such as technology, 
marketing, raw materials, finance and entre¬ 
preneurship: policy instruments covering 
incentive schemes (fiscal, financial, general 
and backward area incentives) and reserva¬ 
tion system. - 

ADMIWSTtATTVr Fxamewokk 

Administrative mechanism for SSlisheing 
looked after by the Department of Small- 
Scale Industries. Agro and Rural Industries 
within (he ministry of industry. Within the 
department there is Small Industries Devel¬ 
opment Organisation (SIDO) heeded by a 
development commissioner.-' 

- SIDO has 27 small industry service insti¬ 
tutes. 31 branch institutes. 37 extension 
centres. IK field resting centres, four pro¬ 
duction centres and two footwear training 
centres.' 

- To provide different services and support 
ui village and small entrepreneurs under 
a single roof. 422 District Industries 
Centres (DIC) have been set up to cover 
431 districts out of the total of436districts 
of the country. (The excluded districts 
include the four metropolitan cities, 
namely. Delhi. Calcutta. Bombay and 
Madras.)* 

- Industrial estates have been set up in dif¬ 
ferent parts of the country to encourage 
the growth of modern SSI. 

- National Institute of Small Industries 
Extension Training (NISIET) conducts 
research and training progr am mes and 

- provides consultancy services. 

- National Small Industries Corporation 
(NSIC) deals with marketing including 
government purchase and supplying 
machinery on hire purchase 

- National liutitweofEntr ep r e oe u nbipand 
Small Business Development (NIESBUD) 
is the apex body to co-ordiruae the activi¬ 
ties of various institutes engaged in 
entrepreneurship development. 

- Lughn Udwf Samachar (a monthly jour¬ 
nal of SIDO) is published in Hindi and 
English to dissepimte infocmation for 
die benefit of exisung/prospective entre¬ 
preneurs and concerned nffiriat and imn- 
offkial agenda*. 


- More reecarty. Small Industries Dewtiup- 
mesK Bank of India (SIDBI) has been set 
up to take care of the financial needs of 
small industry^ 

These agencies are meant loprovade pro¬ 
motional thrust for small-scale industry 

Pourv iNSraUMENTt 

Policy Instrument* adopmriby the govern¬ 
ment to encourage the growth of SSI 
comprise: (i) financial incentives, (it) fiscal 
incentives, (iii) general incentives. 

(iv) special incentive* in hackw a sd a re as .and, 

(v) reservation of items for SSI. 

Financial Incentives: SIDBf provides 

direct assistance, among others, for 
specialised marketing a gen cies , i ndu str i al 
cstares. acquisition of machhuiyNquipmt re. 
both i n d ifcnou sandimpre i e d . eq nily capital 
through soft loan schemes, viz. reed c sfstal 
scheme and Natrons) Equity Fouf scheme, 
modenusauon schemes. MBs redtreuma m g 
and direct di w nn nrt ng scheme. 

State and local governments provide 
financial subsidies like interest me and 
capital subudies. rod water and decuicfcy 
subsidies rod Mbahhea far the acquisition 
of Isnd. 1 
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Fitcwl hc eat ms: These cempriae livat- 
msm dlowMct w boMiyt. additional 
depreciation foe new piwl Md (nnWiW ). 
esdse tax concessions by the central gov¬ 
ernment. exemption from afro lues and 
turnover uses, etc. and state and local 
governments provide exemption from elec¬ 
tricity tariffs. 

General Incentives include. among other 
things. reservation of Items for exclusive 
purchases from SSI, pnee preference over 
medium- andlarge-scaleunimn public sector 
purchases, and scheme for Sdf-Empioy- 
mem to Educated Unemployed Youths 
(SEEUYK 

Special Incentives m Backward Areas, 
Some of the schemes which are operational 
are concessional finance scheme, transport 
subsidy scheme, interest subsidy scheme and 
income tax incentive, etc. 

These concessions are aimed at improving 
comp e titiveness and are available to the 
entire SSI. 


RemnvATinN or Items 


The most novel feature of India’s SSI 
policy is the system of reservation. As per 
this policy, certain items have been cxchi- 
Mvety reserved for manufacturing in thcsmsll 
industry sector. The objective is to protect 
- SSt units engaged in the manufacturing of 
auch hems from the competition of medium 
sad Iw pc-scatc units. The Reservation policy 
prevents t h e cr ea ti on of new capacities in the 
large-scale sector in areas which are well 
whhaa the c ompetenc e ot small-scale rector 
so that the ameil-xcate umls are able to ester 
to the additional demand for the reserved 
hems''.' However, large-scale units with a 
minimum export obtigrtkm of 75 per cent 
of their output are allowed to enter into the 
production of reserved neats. 

While M wtm a wm al framewori aims at 
nu rt u ri ng SSI by creasing a conducive en- 
vnomnem. incentive schemes aim at provid¬ 
ing competitive edge to SSI units in the 
•Market. Both these measures are prevalent 
worldwide which facilitate SSI d e v elo pment 
and are therefore welcome. It is the reser¬ 


vation policy, which protects SSI from 
competition, dntinguisbes India from that of 
the rest Therefore, h needs a dimer look. 
es pe cial ly in terms of its relevance in the new 
economic environment. 


The origin of reservation policy for SSI 
can be traced to the Village and Small In¬ 
dustrie* Committee handed by D O Kan*. 
The conunhiee had the task of preparing a 
scheme, huhnnyariir Md nrttiwln. for the 
utilisation of resources for the development 
of v illa g e nod smalt s cal e h n hmrics (VSI). 

The ohiectives of the sthenic were: 


hulk of the tncrearod production in < 
mmt goads rimM be provided by VSI. 


- pfiwlunhw anti m a rkrtiny ttf ihtttt fmhtr- 
trica should be atganiaodun co-operutivo 
Unes. 

The committee iu||M 0 d, m o i^ i others* 
(i) a scheme of concessions and benefits. md 
fit) reservation of product lines exclusively 
for manufacturing in small-scale sector. As 
part of Implementing the strategy suggested 
by the VSI contmiuee, the reservation policy 
was initiated in 1967 with 47 items in the 
list. Since then, the list has been enlarged 
steadily from time to time. By 1970,35 items 
were reserved for SSI. With the addition of 
73 more items and deletion of 4 items in 
1971, the number of kerns reserved for SSI 
stood at 124. In 1974,177 kerns were in the 
list. In 1977. the number of items in the 
reserved list was increased to 504. In IV7K, 
after (he recast of the reserved list hy assign¬ 
ing National Industrial Classification (NIC) 
codes, the number of items went up to 807. 
At present, X36 items are reserved for the 
small-scale sector under I (0 md It) Act. 
1951. Govern mere has constituted an Ad¬ 
visory Committee on Reservation, which 
meet* periodically and considers fur reser¬ 
vation, changes in nomenclature, etc Cre¬ 
ation of fresh capacity in the largc/mcdium 
sector in reserved areas is permitted only if 
the unit gives an export obligation to export 
a minimum of 75 per cent of hs production.* 
The policy of reservation was introduced 
as a protective measure for SSI vis-a-vis 
large-scale sector. Reservation provides 



piWK'sKi ©y mocauanoiior iresn 

c a paciti es re lar ge-scale ariOoe in product 
lines '*... which are trcbno-ocoutnnicaHy 
highly suitable for being taken up in the 
small-scale sector...*. 1 

Thus, India has a long standing policy of 
reservation for SSI which seems to have no 
para) tel anywhere in the work). However, 
continuance of this policy in the current era 
of economic liberalisation constitutes an 
'aberration' for the economy in general and 
industry in particular. The policy needs re¬ 
examination as it treats SSI and LSI as 
watertight co mp a rtm ents. In this context, it 
is essential to assess the impact of the policy 
on SSI. particularly in terms ot growth of 
reserved SSI vis-a-vis unreserved SSI. 

Reservation, coupled with concessions and 
benefits, is expected to provide conducive 
environment for 'unhindered and competi¬ 
tion free’ growth of units engaged in the 
manufacturing of reserved items. Reserved 
SSI. over the last two-and-a-hair decade, 
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thouM hare cracrpid Into i considerable and 
pp td w ai nnw new of small-scale industry, 
with relatively high rates of capacity 
utilisation and growth. Bui figures prove 
otherwise. 

The value of production from reaerved SSI 
has increased significantly during 1972-73/ 
1987-88 (Table 3) and the share of reserved 
SSI in total value of SSI output has gone up. 

” ft is worth recalling here that the reservation 
list has (Men under constant scrutiny and the 
number ot items tut* gone up substantially 
during the penal Therefore, it would be 
mislewiing to conclude that ihc relative 
increase in the share ol reserved SSI output 
in total output of SSI is due to the faster 
growth of the former. Rather the increased 
share is probably due to the enlargement ol 
reserved list as will be argued later. 

The capacity utilisation rate is another 
indicator. This is presented in Table 2. both 
fur reserved SSI and total SSI sector. Con¬ 
trary to expectations and general belief, 
capacity utilisation rate is lower in reserved 
SSI as compared to the total SSI II is clear 
that unreserved SSI utilises more of its 
capacity, both absolutely and relati vely. This 
is brought out in Table 3 

One may well argue that the products 
manufactured in the reserved and unreserved 
sectors arc quite different and therefore any 
comparisononthehasisol capacity utilisation 
is untenable. But it needs to he admitted that 
the rale of capacity utilisation docs indicate 
the ’economic health’ of an industry and 
therefore to that extern comparison between 
reserved SSI and unreserved SSI makes sense 

Capacity utiHsatum is higher in unreserved 
items than in reserved items in most of the 
industries. Further, the ligures tor annual 
growth (1985-86 to 1987-Htt) of reserved 
and unreserved SSI show that it is the un¬ 
reserved SSI which grows faster (Table 4) 
This implies that reservation has virtually 
not helped small entrepreneurs, cither to 
utilise more of the existing capacity or in 
achieve higher growth in production. 

Even within the reserved sector, growth 
is not even and diversified Among the *43 
reserved items. 48 items together accounted 
for almost 78 per cent of the reserved SSI 
output (Table 5). The remaining 795 items 

had a share of only 22 per cent of Ihc reserved 
SSI output and a meagre 6 per cent of the 
total SSI output. This implies that reserva¬ 
tion has not enabled SSI to experience in¬ 
dustrial diversification significantly 

Of Ike 48 items which accounted for 
majority of the reserved SSI output, wc have 
•elected the top It Hems (which have been 
m the res erved Hu since the early 197(h) to 
Mudy the change in their relative share ot 
output. Despite the fact that they have been 
in the reserved Ust for almost two decades, 
(heir share la reserved SSI output and total 
SSI output has not gone up (Table 6). Rsther. 
— ii has ceme down considerably. This brings 
out tha the relative increase in Ihc share of 

_ few— L. MWrai Weektv May 27. 



reserved SSI Is due to the subsequent incio- 
ston of items to the reserved Ust. 

On the other hand, a study of the top six 
hems (which were in the reserved Dm hut 


deteserved s ubsequ entl y) shows that they 
too hare pom significantly (faring 1972-73/ 
1987-88(Table 7). Further, though their share 
in total SSI output has come down, it was 
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137.42 

654 

(4) Tin containers unpnMed 


2543 

60.81 

591 

<5) Steel lumtiutv 


18 24 

I43.U2 

14.72 

(6i Ihesel enfinrs up to 15 HPldow speed I 

1602 

98.12 

1284 

(7) Roofing flouring and glared tiles 

12.84 

62.89 

II 17 

(SI Safety matches 


1164 

172.75 

19 70 

(9) Leather footwears 


10.34 

180.67 

2101 

(10) Sodium silicate 


8 63 

7466 

15.47 

(II) fire works 


7.22 

49.10 

1374 



29388 

131348 

11.55 

Top 11 as per cent ot total SSI 


113 

152 


Tup II as per cent of Reserved SSI 


476 

12.70 


W< « fir./ SSI C nu*<HV72-7J) Report. DCSSI New Delhi. 1977. 



V. tmd SSI Census l M7-KM> Report DCSSI. New Delhi. 1992 



Tone 7: Gmiwrw nr Tor Six luoovnres oftme RemvsoLor 






tbriwr) 



1972-71 

19*7-88 

CARC 



(Reserved) 

(Dcreserved) 


(1) ACSR conductors 


19 70 

1.34 88 

13.68 

(2| Bolls and nuts 


17.19 

105 10 

12.53 

(3) Cement pipes 


1250 

55.56 

1046 

i4) PVC wires 


9.5.5 

5816 

12.8.3 

(5) Paints and varnishes 


9.11 

9203 

1650 

(6) Bectncal wire 


409 

6664 

2045 



73 U4 

512.57 

13.87 

Top 6 as per cent ol total SSI 


28 

1.2 


Siwfi ft Firxt SSI Ccttxtt* f/V72*7.?j kffmn. DCSSI. New Ddfci. IV77 



Table * Gnrrnt i» Tor It) Imattwii of nc Itnana Lav 






Ibowr) 



1972-73 

19*7-8* 

CARC 



< Unreserved) 

(Reserved) 


(0 Ready-made garments 


1980 

997.04 


(2) Saws wood 


31.70 

752.55 

mi 

(3) Wooden furutere and fixinret 


20 jn 

300.04 

».7I 

(4) Cotton vests knitted 


2*85 

289.46 

1663 

(5i PVC components 


2.71 

28*93 

3U» 

(6) Exorcise books sad refusers 


1205 

176*9 

1961 

17) Sodtum xdphtde 


on 

1517* 

4644 

IS) Ptatk toys 


1.67 

14050 

27.51 

(9) Biscuits 


1177 

IJ6.I1 

17 73 

1 10) Bread 


11.58 

12848 

16.16 



14492 

3.36880 

23.34 

Top lOaspesasuoflcmlSSIoMg 

ut 

56 

78 



Swim: first SO Cmmt 1/972-31) Hy mn DCBUtroMh. 1977 


SrrmdSSf OmM 1/987-M) Apart. DCSSI. New Orifa. 1992 


1995 


M-SI 





not a* drastic at in the case of the lop 11 
reserved items mentioned above. Obviously, 
it implies that the former has grown faster 
than the latter. 

It is alsq worthwhile to observe the change 
in the relative share of items which were not 
in the reserved list earlier but were added 
subsequently. We have selected top 10 items 
for the purpose (Table 8). 

The 10 items had a share of about A per 
cetH of the lota) SSI output in 1972-73 and 
it went up to only about 8 per cent in-1987- 
88. This increase is mainly due to the sharp 
rise in the output of (I) ready-made gar¬ 
ments. (2) sawn wood. (3)PVC components, 
(4) Sodium Sulphide and (5) Plastic toys. 
Keeping these five industries apart, the share 
of remaining industries has in fact, declined 
from 3.0 per cent in 1972-73 to 2.0 per cent 
in 1987-88. Of the five industries in gar¬ 
ments industry, the industry ministry has 
decided tu allow those SSI units who could 
export 50 per cent of the total production to 
step up their investment in plant and machin¬ 
ery five-fold from Rs 60 lakh to Rs three 
crore* In fact, the Department ot Industrial 
Development has recently suggested that 
leather and garments be taken off from the 
reservation list. Does it mean that garments 
. industry is more suitable for LSI than SSI. 
for export promotion? 

The question that naturally arises is. is it 
due to reservation that these items grew fast? 
Oris h that the fast growing items have been 
brought under reservation? Answer to these 
questions needs further examination, which 
is ran attempted here due to non-availability 
of requisite data 

Need h* Re-examination 

The logic behind reservation is that all 
those items which are economically and tech¬ 
nically suitable for small-scale manufactur¬ 
ing should he reserved for production in the 
small-scale sector. But this logic poses certain 
questions about the very necessity fur res¬ 
ervation tor such items. II an item is eco¬ 
nomically and technically suitable for small- 
scale production, is there any need tor blan¬ 
ket protection? Due to the economic advan¬ 
tages of production. SSI should he in a 
position to compete with Large Scale Indus¬ 
try (LSI). Further, if significant investment 
from SSI is not forthcoming into a large 
number of product lines despite reservation, 
there is no economic justification to retain 
them m the reservation list and thus make 
them inaccessible for the rest of the industry 
toi production. 

Dcrescrvation of such items might help 
industrial sector to experience growth with 
diversification. Those items which account¬ 
ed for a significant share of reserved SSI 
output (hut could not increase their relative 
share significantly > also need to he comnd- 
ered for dercNervation. The entry of large- 


scale units with (heir advertising and mar¬ 
keting abfiity would help industry to exploit 
(he potential of the ever growing market, 
both domestic and international. As a result, 
there wiH be increased conaumer awareness 
of the availability of a particular product and 
scope for interiinkages which will help SSI 
to grow faster. The present policy frame¬ 
work, especially the reservation policy, is 
destroying the scale (os it relates to the size 
of firm) and external economies (that arise 
mainly from spatial justapositioning of firms) 
which could expedite growth. Indeed, it is 
imperative lo view the scalar structure of 
Indian industry as a continuum so that the 
scalar bias of growth could be eliminated." 

Little. Mazumdar and Page 10 have argued 
that protection against advanced domestic 
factory production is analogous to the infant 
industry argument for protection against 
foreign competition. In their industry spe¬ 
cific studies, with respect to soap industry, 
they found that non-mechaniscd soap indus¬ 
try is a case in which protected infants have 
made some progress on product improve¬ 
ment. without using power. However, they 
have expressed doubts about the necessity 
tor reservation to become a permanent fea¬ 
ture. With respect loihe machine tool indus¬ 
try. they concluded: "The fact that firms 
across the lull sire range of the industry 
produce machines of varying quality indi¬ 
cates that there is no potential benefit to he 
gained from restricting the output of any size 
class of producer"." Perhaps, the same ar¬ 
gument can he extended to other industries 
as well. 

The Advisory Group on Consumer Goods 
Industry constituted by (he Planning Com¬ 
mission had recommended in its report 
submitted in 1989 “...that the policy of 
reservation should be progressively aban¬ 
doned over the next two yeses...'V 1 It should 
he left to industry itself to decide which of 
the items have to he produced in SSI and 
LSI. Scale of production should he an out¬ 
come of economic rationality. 

CoNCUfSKJKS 

The policy for SSI can be passive, pro¬ 
tective and developmental. For a dynamic 
economy, developmental approach is the 
most desirable one. The aim of developmen¬ 
tal approach is not to preserve traditional, 
primiti ve, and outmoded units against change 
but to transform the^i and help deserving SS! 
units to modernise and grow and the sector 
as a whole to gain competitiveness. Promo¬ 
tional agencies are welcome as they form an 
essential and integral part of dev el opmental 
policy lor SSI (in developed as alto deve¬ 
loping countries). Protective momunt like 
reservation (which differentiates Indian 
Policy with that of (he red) dampen the 
developmental potential of SSLTocfobomc 
further, promationi agencies encourage the 


■rowth of maii-ccalMHterpriam but grate 
live measure s indjiMireem tiiwUN* 
with concessions a nd fe en e Ru cn co oregeS! 
units 'to remain small rather than trenMer 
itself to a larger size over a period of dm 
To that extent, protective policy acts as 
‘hindrance or discouraging factor' for t) 
realisation of ‘inherent dynamism' of * 
and an impediment to the very c o mpe titi v 
nes* of the sector. 

In the light of the above discussion,: 
government policy should be to help - 
units to upgrade technology, improve pn 
ductivity and remain competitive ih \ 
‘market on a continuous basis. Promotion 
agencies be given a new thrust in this dire 
tion. Concessions and benefits should ai 
at achieving technology upgradolion. pn 
ductivity improvement and competitivenc 
Dual approach of (i) gradual growth fro 
small to medium and medium to large, at 
(li) Intcrlinkagcs, should be en co u raged. 7 
sum up. Staley and Morse’s conchuio 
which they arrived at about three docadt 
back, appears more relevant to India no 
than any time before: ‘‘polkncx toward sma 
industry should be based on a posiliv 
developmental attitude, seeking to aid I 
promoting efficiency, adaptation to ne 
circumstances, and growth rather than I 
protecting obsolete types of productu 
against the competition of more model 
methods"." 
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Sectoral Variations in Electricity Pricing 

Indian Thuds and International Comparison 

Raagaa Bunjct 
Viaayak ShttMug 

This paper analyses pricing trends for electricity in India and attempts to correlate the end-user electricity prices 
with the costs. Sectoral variations in the electricity prices are studied for the Maharashtra State Electricity Board 
and scenarios are constructed to predict the result of different pricing policies coupled with differing growth rates 
of sectoral consumption. A comparison is also made with electricity pricing policies followed in a few other countries 
and the possible implications of the Indian policies are discussed. 


ELECTRICITY U the cow lien form of 
energy in (he economy. The demand lor 
electricity in India has been growing at 
8.6 per cent annually during the period 
1980-93) 11. The average annual growth rate 
of installed capacity during this period 
was 7.4 per cent. This implies significant 
investments in new capacity. There is a 
scarcity of capital to meet the requirements 
of additional capacity to satisfy increasing 
demands for electricity. Pricing can be used 
to provide the correct signals to reflect (he 
scarcity ofelectricity and promote electricity 
conservation. However, if the price of 
electricity is high, it may result in a 
competitive disadvantage in the shon run. 

In this paper the pricing trends for 
electricity in India arc analysed An atiempt 
is made to correlate the end-user electricity 
prices with the cows. Sectoral variations in 
the electricity prices arc studied lor the 
Maharashtra State Electricity Board and 
scenarios arecimstructedtoprcdm the result 
of different pricing policies coupled with 
differing growth rates ot sectoral 
consumption. A comparison is also made 
with the electricity pricing policies followed 
by a few other countries. A discussion of 
the possible implications ol the Indian 
policies concludes (he paper. 

Anai.tsk <» Ininas Tkknos 

The state electricity board sets the 
electricity prices on the principle ot a cost 
plus a rate of return 121. The electricity price 
is administered with different customer 
classes having different tariffs. From equity 
considerations, electricity prices to the 
agricultural and domestic sector are kept 
low. These sectors arc cross-subsidised by 
the industrial and commercial sector. 

The ftyudhyafcsha Committee) 2| recom¬ 
mended that tariffs should be set to get a 
talc id return ot IS per cent on the capital 
employed. This is equivalent to a net return 
3 per cent on net assets which was the 

* Common done to I9V3 price levels using 
Cnm nnw a Price Indices |H|. 


policy prescribed in I9K0 with the 
amendment of the electricity supply act. 

The average costs and average realisations 
(total revenues of the electricity boards 
divided hy the total sales! for India during 
1974-93 (31 arc shown in Figure I. In 1993. 
the average realisation 112!p/kWhi met 
only 80 per cent ol the average cost (150p/ 
kWh). A plot ol average realisation versus 
average cost is given in Figure 2. The 
realisation (R) is related to the cost(C) in 
the torm 

R = 0.75 C + 2.13 fr = 99 per cent) 

It can he seen that the realisation is lower 
than the cost. For financial viability, the 
coefficient ot ’C' in the equation should be 
greater t han or equal to one I above the dotted 
line (45“) shown). This indicates that 
currently the slate electricity hoards do not 
mcctthcircostsaixlarcunviable. The average 
realisation is made up ol dill'crcm sectoral 
realisations. Since there are variations in 
costs and sectoral lantfs for dillcrem State 
Electricity Boards the sectoral variation ol 
tariffs is studied lor the Maharashtra State 
Electricity Board (MSEB). MSEB being 
one of the few SEBs which is financially 
viable. 

A ptiNol average realisation vervusaverage 
cost Iik MSEB|4j tor 19X1-93 gives the 
following correlation 

R = 0.943C - 1.656 <r = 99 per cent* 

Figure 3 shows a plot ot (be variation ol the 
ratios of the sectoral realisations to the 
average realisation with time 1 1981 -93)|4|. 
It is clear th.it the industrial Sector (I 54) 
and the commercial sector 11 46) are cross 
subsidising the domestic (0.67) and 
agricultural sector (0.15). 

Costs ol supply to the different sectors 
also vary The industrial sector is subdivided 
into two segments : 

U) High Tension (H T) industries - which 
receive supply at voltage higher than 400V 

tb) Low Tension (LT) industries. 

The domed tc . agncuhurul and co mm erc i al 
sectors receive power at Low Temton (LT). 
Bulk supplies to lice ns e e* . Tata Bectnc 


Company and inter-state are generally at 
Extra-High Voltages. The EHV land shave 
been taken as the average revenue from hulk 
supplies per unit of bulk supply. Figure 4 
shows the real* cost ol supply at low lensum. 
high tension and extra high voltage from 
1981 -92(4). It can be seen that in 1992. the 
cost of supply at LT is 1.66 limes the coat 
ol supply at HT and I 96 times the cost of 
supply at EHV. 

MSEB has diflcrcnt tarifls for the HT and 
LT industrial sectors. In general, realisations 
should equal tariffs though they may he 
lower than tariffs as a result of defaulters. 
Figure 5 shows the variation of Ihc tariffs 
against ihc cost ol the supply. 

The correlations arc shown in Tabic l. Alt 
the sectoral tariffs barring the agricultural 
lanlffr = Ol correlate well with costs. The 
HT industrial tariff is 1.78 limes the cost of 
supply whileihc commercial tariff is slightly 
higher than the cost of supply! 1.18 times) 
The bulk land is I 98 limes the cost of 
supply at Extra High VoMagestEHV). The 
domestic and industrial l.T tariffs account 
for onl" 36 per cent and 70 per cent of the 
costs ol supply to these sectors. 


TaNI.V I CoWtH-ATKlNt BlTWtTN SfcCTtWM. 
T»x»»s »no Costs «* Surrey 


Sector 

Equation 

r 

PaCcai 

Domestic 

T = (I36C*57 

to 

Commercial 

T = 1 IXC 

• 15.8 

95 

LT Inti 

r = u.Tor 

-4.K 

93 

HTInd 

T =H HOC 

12 1 

47 

Agn 

T= 19 » 


U 

EHV 

T e I.9HC 

111 

43 

Tout 
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0.41 
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1 44 

1.48 
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UR |6| 

1 7 

169 

I.M 144 
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132 

1 33 

145 t ,4T3 

France (6i 


2 54 
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159 

1 35 
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It will be worthwhile to examine the 
policies of different countries in setting 
teetotal tariffs. The companion is made in 
terms of the ratio of the residential to the 
industrial electricity tariff and is shown in 
Table Z 

It can be seen that this ratio was greater 
than I for India in 19X1 buf has subsequently 
decreased to less than 0.5. The laiio lot US. 
UK and Brazil ranges from 1.4-1.7 while it 
is highest for France (2.7). Figure b show. 
a variation ol this ratio with lime lor MShlt 
along with the ratio of the cost of LT to HI. 
The ratio of LT to HT costs ranges between 
2.1 119X1) to 1.5 (1992) while the ratio of 
residential to industrial tarilfs has shown a 
gradual decline from 1.2 in I9X) to 0.3 in 
1993. This ratio was approximately I for 
China in 1993 and it has increased for ail 
1 be countries except Indiafrom 19X1 to 1993. 


six sectors considered, during the period 
1981-93. This is reflected in the higher 
growth rates of (he agricultural (14 3 per 
cent per yeari and the domestic sector (13.4 
per cent per yew) sectors as compared to 
the high tension industrial sectors lb.X per 
cent per year). During the last four years 
(19X9-93) the growth rates of electricity 
consumption have declined with the 
agricultural sector growing at 10 per cent, 
the domestic sector at 9.X per cent and the 
high tension industrial sector growing at 3.9 
per cent pci year. 

The high tension industrial tariff has 
grown at the highest rate I IK.b per cent in 
nominal terms or K.X per cent in real terms) 
during 19XI -93 followed by the commercial 
sector <4 3 per cent in real terms). The 
industrial LT tariff has stayed almost 


constant in real terms white the domestic 
and agricultural tariff* have fallen. (1.7 par 
cent and 5.4 pef cent (realisation) decline 
respectively.) During 19X9-93. there has 
been* move towards viability and reduction 
of subsidies resulting in higher growth 
rates of tariffs for the agricultural (20J per 
cent per year in real terms) and domestic 
sector (7.6 per cent in real terms). The 
average cost of supply has increased at 2 
per cent in real terms tHT cost at 2.9 per 
cent. LT cost at 0 per cent and EHV cost 
at 1.2 per cent). 

Variations in Intminationai. Tariffs 

Table 4 shows the growth rates in the 
industrial and residential tarilfs for US. UK. 
France. Japan and Brazil along with those 
of MSEB Irom 19X1-93. 


Tmilf 4: Annum. Chniwtn Rates os 
riMMECTEU SwinAAI. RtALBATOKt 


Period 

Country 

Raw Ran 

' Prr Ceni/yri (Per Cem/yr) 
Industrial Keudential 

1481-83 

USA 

-0.4 

<12 

1985-84 


-5.0 

-2.8 

1984-93 


-1.8 

-l.l 

1981-43 


-2 7 

-1.4 

1981-83 

UK 

-2.6 

-2.8 

1983-89 


-3.8 

-2.2 

1989-93 


-16 

-0.7 

1981-43 


-2.7 

-1.9 

1981-85 

Japan 

-14 

-1.4 

1485-84 


-6.0 

-3.9 

19X9-43 


-2.2 

-2.4 

1481-93 


-3.2 

-2.6 

1981-85 

France 

-0.3 

1.3 

1985-89 


-2.8 

-2.9 

19X9-93 


-2.0 

-l.l 

1981-93 


-1.7 

-0.9 

1981-85 

Brazil 

-4.6 

-9.3 

1985-89 


-4.1 

4* 

1989-93 


-87 

08 

1981-93 


-5 0 

-4.8 

1981-83 

MSEB 

17.5 

-8.2 

1985-89 


3.6 

-3 9 

1984-93 


6.0 

7.6 

1981-93 


8.8 

-1.7 


Taws V StraotM. Gauwre 8 atm is Comi>MrrioN anii Tarot'* 
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Growth rates of Shtuhal Tariffs 
and Cans of Softly 

The electricity consumption by different 
sectors is increasing at different rates. 
Table 3 shows the growth in the electricity 
consumption during 19X1-93 and 1989-93. 

The shares of the domestic (from 6.4 per 
cent to II .X percent) and agricultural sector 
(13.5 per cent to 27.2 per cent) have 
increased, while (he share of the HT 
industrial sector has decreased from 36.9 
per cent to 33 per cent of the tout of the 


1981 (percent of Total) 

64 

2.9 

I9R9 iper cent of Tots)) 

MIX 

2.7 

1993 (per cenr of Tout) 

118 

27 

1981-93 (per eeol/yrt 

13 4 

74 

19*9-93 (per oent/yr) 

98 

7.2 

Real lands 



1981-93 (per ceot/yr) 

-1.7 

4.3 

1989-93 (per cendyr) 

76 

7.5 


* ftcflfuatioi*. 

♦ 1987-43 gmwth nee cnm i fcw d. 


5.7 

36.9 

13.5 

.346 

5.5 

373 

24.7 

18* 

.4.1 

3.3.0 

27.2 

30.1 

69 

68 

14.3 

.3.0 

4.4 

3.4 

10.0 

9.2 

0.3 

XX 

-5.4* 

1.9* 

2.4 

60 

20.3* 

2-3 
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(0 h can he -seen 1mm the table that the 
sectoral industrial tariffs in all the selected 
countries ate falling in teal terms between 
1981-93. The decline in real industrial 
tariffs ranges between 5.0 per cent I Brazil I 
and 1.7 per cent (France) during the period 
1981 -93. On the contrary. MSEB industrial 
tariffs have increased at 8.H per cent 
between 1981 and 1993 If fcptr year growth 
rates are examined, it is seen that MSEB 
industrial tariffs were hiked at 17.5 per 
cent per annum, in real terms, between 
198) and 1985 followed by more gradual 
increases oi l.h per cent (1981-85) and 
is currently increasing at h.O per cent 
(1989-93). During 1989-93. the industrial 
tariffs of the other countries have been 
declining at rates between 1.6 per cent 
(UK) and 8.7 per cent (Brazil). 

(it) The corrected icsidentisi tariffs have 
also been dropping in all the selected 
countries at rales between 0.9 per ccni 
(Franceland 4.8peroenl(Brazil) per annum 
between 1981 and 1993 In the Indian 
randcMtel sector, the turtlTs have dropped 
in real terms by 1.7 per cent in the same 
period. It t*important to mucihM (he growth 
rates af the residential tan ft have been 
increasing in successive four year periods 
con s id ered between 1981 and 1993. In the 
period 1981 -US. the decline was at the rate 
of 8.2 per cent per year and this me of 
decline increased to 3,9 per cent. The 
res i den ti al tariffs have been rising at the 


rate of 7.h per cent per year in the current 
period of 1989-93. This rise ol the 
residential tariff is a move towards viability 
.ind away Imtn a subsidy dominated sector, 
as has been true of the post. 

(iii) Tabic 5 shows a comparison of the 
industrial and residential tariffs in 1993 
and 1998 assuming that 12 year tariff 
growth rate between 1981-93 prevails lor 
the nest live years. In all the countries, 
barring Brazil and India, the ratios of the 
residential to the industrial tariffs have 
increased. In the cine of India (MSEB). 
they have I alien from 0.34 to 0.21. The 
industrial tarifl. which in 1993 was 70 per 
cent more than the American tariff and 50 
per cent more than the British and Fre nch 
tariff, rises hy over 50 per cent ut real terms 
while all the other tariffs decline. In 1998 
the industrial tariff is nearly 3 times the 
American tarilT while the residential tariff 
stays at around 33 per cent of the US 
residential tariff 


The previous section compares tadtoo 
tariffs with bneraadoanl tariffs in 1998. ire 
projections for which hnuc been done on the 
brads of ament growth rates. To get a mew 
a ccurate picture of the nse in tariff, it n 


p olicy, to India, the pricing policy is mcli 
that the HT industrial tariff is wed aa a 
means of balancing the revenue in meet tic 
con. In the pret e nc e of emit ndnMet. the 
following parameters affect the aactdret 
tariffs: ta) the aoctnral coats of wppty: 
(b) the tariffs of the other sectors: raid 
fc) die sectoral cons ump ti o n mi s . Icm arioa 
hove boon conssractod with dMferoot growth 
rates of consumption, can and sectonf tariffs 

The revenue balance enonsoa nunches the 
c o st incurred by the Sure Electricity Board 
with the revenue accwnrahned through sake 
ol electricity to tftffcreat s ectors, tf tin 
balance between the coat md revenue figure* 
it done in 1992-93. it is found drat the 

I percent lower than the avenge owl per 
unit. This justifies the revenue balance 
equation h is aaaanwd dm MSB w* 
ensure its financial viability in fee future. 
Hence the revenue tatiancc equation wiM he 
justified in 1998. 

^LT* E1 LT* + *'in <E, !ii /♦<., Hv^at'i a* * 

whne (' repre sents the cum of supply to We 
mentioned sector andTand El, areth e tari ffs 
and the con sum ption by Vth sector. 

For the r e v enue balance, tariffs hove If 


the tariffs and tariffs are the policy 
p rewrip tvms TqpifddhomvshewlalhHwhig 


1981-92. It can be seen that them 
for the domestic, coouneacm Mail 
range between 93-96 per cent of 
tr 3 limn 87-95 per cent). 
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Tsatc 3: PwMUnoKSor Rsausav 


COUNTRY 

1993 

I9W 

1993 

1998 

199) 

m 

199.3-RAISE 

IND 

IND 

RES 

RB8 

RBSfWD 


USA 

149 

1)0 

233 

MS 

ITS 

178 

UK 

168 

140 

316 

291 

IJK 

M 

Pnpoc 

171 

178 

448 

484 

3*1 

3.18 

hjm 

306 

4» 

729 

639 

1.44 

t.4t 

Brant 

in 

IB* 

xn 

MS 

IAS 

151 

MSEB 

334 

387 

87 

79 

8J4 

•31 
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SOCIETY FOR DEVELOPMENT STUDIES 


1. State Housing Policy, Strategy and Action Plan for Arunacha! Pradesh (1994) 

Stuti Lall and D. Ajay Sun 

In the perspective of the distinct cultural, social and economic ethos of the major ethnic groups 
in the State, the study provides need-based strategies and action plans for facilitating self contained 
and sett sustainable housing. It seeks to examine the non-monetised component of household income 
and the impact of non-monetised inputs used in house construction, while estimating the investment 
amount in the housing sector. 

The major policy recommendations emerging from the Study include an innovative institutional 
mechanism to facilitate the reach out of various development inputs to the people, including credit 
for implementation of the housing action plan by dovetailing it to the mainstream economy. The 
publication brings out details of housing typologies of major ethnic groups alongwith internal layout 
land structural details supported by sketches. It also proposes future housing typologies in tune with 
the available local resources, land space and ecology in the State. 

ISBN 81 - 85982 - 09 - 0; Rs. 600; US $ 30 


2. Financial System for Informal Sector 

- N. A. Mujumdar and Vmay O. Lall 

This study examines the rationale for a specialised financial mechanism for informal economic 
enterprises in the context of the role that the informal sector plays in the development programmes, 
the major goal of full employment to be attained in the near future and the limited capability of credit 
to the micro enterprises. The study has recommended development ot satellite banking at grass root 
level and a Micro Business Development Corporation as an apex agency lor innovative programmes 
and coordination of flow of financial and development inputs that would seek to meet the needs of 
micro enterprises. 

. PPV +53; ISBN 81S5982-0&-6; Rs. ISO: US S 30 

Books can be ordered by sending a pay order payable to Society for Deve l op m e nt St ud i — ilo ngwith 
Rs. 15/- as maflng charges to The Editor, Society for Develop m ent Studi e s . Slum Wing, Mutf-Purposa 
Community Complex. Opposite PiHanji. Sarojmi Nagar, New Deft 110 023. 
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*-«-»■ Industrial *-*- 0 -* Agricultural 


«■«■ » ■« Domestic ( oinincai.il 

Howcvcrlhc agricultural realisation isonly 
76 per tent ol the laritf While generating 
the seen amts. rl»e agntuliural realisation is 
taken as a parameter while actual lands arc 
taken lor the other sectors Depending on 
the growth rate of the costs , t nd growth in 
the electricity consumptions tanll policies 
can be decided to mjintjin ttte revenue 
haiuncc. Before discussing the results ol the 
various scenarios, the variations ol the 
diderent parameters used lor construs ting 
the scenanos ate described in Table 7 and 
have been summarised below . 

(al Cost. Two scenarios ol costs have been 
considered. The low cost scenarii'iCI • 
corresponds to a real average growth rate 
oleost of 2 per cent annually (costs.il sufipb 
lor LT(0 pa ccntl and HT<2 H7 per ccnti 
during 1981-92 and EHV il 2 pet cent) 
during 1985-921. The highsost secnanotC21 
represents a growth rale ol 1 * per. cm ol 

iven^rcost corresponding totbe real gtow ih 

rate in the pnee ol power grade coal Horn 
1981-93 110. 11|. 

lb> Sectoral Growth Corvuimpnon gmw th 
rate* during the 12-year |icnod tl'WI-f t) 
differ from the growth rates during 
1089-93. Extrapolations nt these gtnwth 
rates form two scenarios Ol and 02 G3 

anti G4 (represent sanations which .nunint 
for high industrial growth and high 
agncuhwral growth. In the high growth 
scenarios, the growth rate has been me reased 
hv 2 per cem ffom the 1981 93 values ic 


K 8 per cent lor mdustrytG3) and 16 8 per 
cent loi agriculture!G4). In general it would 
he expected that the .sectoral consumption 


HT INI) 
il 

REAL iper ivtn<yrl 

r n 

HE Al. iper cent/yrt 


wouU he affected by the sectoral price. 
However it if not possible to obtain accurate 
estimates of the price elasticity of demand 
from the past data. The growth scenarios 
have been constructed to see the effect of 
differences in the agricultural and industrial 
consumptions on the tariffs 

(cl Tariff Policy: The sectoral tariffs have 
been growing much faster Irom I989-93(P2I 
as against I9HI-93IPI). Both these sets of 
growth rales can be used to extrapolate the 
1993 tariffs to 1998 and by maintaining the 
balance, the HT industrial tariffs can be 
determined. Diflerem policy measures could 
include a scenario wherein tariffs are made 
to grow at the same rate <P3j or a scenario 
m which the domestic and industrial LT 
tariffs move towards cost over the neat five 
years (P4). 

Dtsmsorm of Tajuff Pnurws 

Some 32 different scenarios art considered 
with combinations CGP,. The policy 
response P will he taken in anticipation of 
C G for each tariff policy P the corrected 
tarilfs in 1998 arc discussed. 

Mkv P I 

The sectoral tariffs air alllowed to grow 
at the 1981 -93 rates. The HT industrial tariff 
is obtained by maintaining Mir revenue 
balance Table 8a shows the resulting 
sectoral tariffs and the different HT 
industrial tariffs obtained based on the 
varying consumption growth rates. Under 
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7.4 

19 

G-l 

CD 

Gin 

GIV 

777 

720 

739 

776 

71 

4* 

tr 

If 

461 

4* 

474 

m 

127 

10 9 

II 7 

Ml 


Txslf. 7 .Vvkaiih* Pakckfiih'. 


Cost 


Sccionri 


Tariff 




Growth 


Policy 


Cl 

C l ■ l<m t.iB( 

r, i 

All sectors 

tM 

AH seetonl lanlTs 


IT 'liipei ifni'wai 


as per I98| ai 


as per 1981 -97 »Uh 


HT 2 V per ceM/year 
HHV 1 2 per. ent/ycar 
Asgc 2 per ccnt'veai 




HI sdnuacil 

(' II 

i 2 

C.II 

All SCkUJTS 

Pit 

All secMtal Units 


as fvr t'njl 

pnir I'lHI 'll 

(.ivi • * l per sent/year 


as per I9K9-97 


as per 1989-97 wtW 

HT 


G III 

High Indus! growth 

P-IH 

AH unfit gnwnug at 




HT Indust 8 X per sent 
Others -G-l 


kMcmev 



GIV 

High Apt growth 

PIV 

LT mawtral md 




Agn - 16 l per cent 


demesne to awet oat* 




Others • G-l 


m iwh HT ««nl| 
h|nmc4 


Taiui Ha Non aw i - fhajr .4 


pourv i 


YEAR 

DOM 

COMM 

LTIND 

AGM 

BULK 



1993 

87 
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Frame 4: Vamathm or Real Costs of Sim.v 





the low co« scenario (C-l). the real growth 
tale in (he HT industrial tarilT ranges from 
4.8 to 8.1 per tent depending on the growth 
rate in demand of the scenario. This is 
similar to the current growth rate in HT 
tariffs (6.0per cent during 1989-93) and is 
lower than the growth rale between I SIX I 


balance, it can he seen that the HT tariffs 
are lower than those observed in P-l. (Since 
there has been a move towards viability and 
consequently higher growth rales of tariffs 
during this period) 


n thc low coat Mse, the chsHge ’t* the 
HT tariffs ranges between a decline by 0.9 
per cent and an increase by 2.9 per cant 
in reat terms. In the high cost scenario, the 
increase It between rates of 6.5 and 96 per 
cent in real terms. If the poficy P-II is 
followed, the HT tariffs would grow at 
significantly lower rates as against P-l or 
in most cases even the current rates. In fact 
in the low cost scenario with 1999-93 trends 
for demand being assumed to persist, the 
HT tariff it found to decline in real terms. 

Policy P HI 

Policy P-lll ensures that all the tariffs 
grow at the same rate. In the low cost 
scenario, the real growth rale of tariffs 
ranges between 2.8 per cent and 5.0 while 
in the high cost scenario, the range is 
between 6.2 percent and 8.5 percent. This 
policy results in growth rates of tariffs 
which arc xignilitantl) lower than those in 
policy P-l. With this policy, in the low cost 
scenario, the HT tnrilTs will grow at a lower 
rate than the current trend. Howe vet. if the 
growth rate of costs increases, this policy 
would involve HT larills growing at rales 
similar to the current trends. 

Polity P-IV 

This policy moves the domestic and LT 
industrial tariffs to costs over the five-year 
period from 1993 to 1998 while allowing 
Ihc other sectoral tariffs to maintain their 
1981-93 growth rates and sets HT industrial 
tariffs u> maintain the balance. In this scenario, 
the HT tanfl is found to increase at rates 


and 1993. 

If the costs increase at a higher rate 
(C- II Mhe real growth nae in the HTindusinal 
tariffs ranges between 10 9 to 13.8 per cent 
depending on the G,. These values arc much 
higher than the growth laic of HT industrial 
tariff between 1981-93 (8.8 pci coni 1 or 
1989-93 (6.0 per ccm). As compared to the 
1981-93 values of growth G-l which results 
in agrowth m the HT industrial tariff ofl 2.7 
per cent, a scenario which has a higher 
industrial growth iG-lll) results in a real HT 
tariff increase of 11.3 per cent. If the 
agricultural consumption increases at a 
higher rate (G-IV). the real increase in the 
HT tariff is 13.8 per cent. It is clear that 
if policy P-l is followed, the HT lantl will 
increase m real terms. This increase would 
be between 4.8 to 8.1 per ccm in the low 
cost scenario and 10.9 to 13.8 per ccm in 
the high com scenario. 

Potiry P H 

If the pricing |x8ioes permit growth rates 
of sectoral units «their 1989-93 trends and 
the HT induunal tariff is set to marautn Ihc 
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POLICY-II 

YEAR 
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LT INI) 

AGRI 

BULK 


(993 

K7 

263 

134 

23 

187 

1997 Haisc 

1998 

123 

38(1 

155 

38 

209 

REAL tper ccnt/yu 


7.6 

7.5 

29 

20.3 

2.3 

HTIND 



G-l 

fill 

Gill 

G-IV 

C-l 



279 

24.3 

267 

293 

REAL (per vent/yr) 



1.9 

-0.9 

1.0 

29 

C-ll 



.383 

US 

163 

402 

REAL tper ccnt/yr) 



8.5 

6.5 

7.4 

9.6 
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Sector 

IXNK 
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LT INIS 

AGRI 

BULK 

HTIND 

I 

1 

G-l 

If* 

>327 

160 

28 

231 

.114 

4J 
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l(SI 
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154 

27 

215 
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19 
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161 

28 
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1.8 
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29 
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G-l 
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387 

196 

33 

273 

171 

7.9 

G-11 

118 

359 

182 

31 

251 

144 

6,3 

G-lll 

121 

176 

190 

1J 

265 

360 

7 2 

c-tv 

111 

199 

202 

35 

281 
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Cost of Supply (pabcAWh) 

*-*•« Domcnlic •*—* Commercial tad ( Law Tcihmsi ) 

Ind(HighTension) «■« . . Agncuhurai •» » — Extra High Voltage 
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LT Coat/HT Cod —-vRa* TmflWT Ma« Tariff 


between 0.3 percent and4.2 per cent m the 1 
low cuM scenario and 5.7 and 9.1 per cent § 
in (he high out scenario. These rate* we I 
much lower (turn threw: seen in P-t which is | 
a remit of the reduced subsidy co m ponent >, 
due to the domestic and LT utdustrid tariffs 1 

approaching costs. This policy would imply ' 
tea) growth rales of LT tnduunai tariff \ 
between 7.3 per cent and 12.2 per cent and 
of domestic tariffs between I bM per cem and .1 

22.1 per cent respectively Par the high coat | 
scenario, even after muting doovesne and LT ] 

tariffs to coats, the HI tariff continues to J 
grow in real terms. j 

Conclusion* 1 


Slat e ejec t rvettyhoonte in InduL net diffenm i 

sectoral tariffs, with the High Tension | 
Industrial tariff being higher than the | 
residential tariff. In MSEB. the ratio of the \ 
residential tariff lu the HT industrial tariff j 
is 0.34. This is m contrast to the pricing jj 
policies followed by USfl.7), UKfl.KjL | 
Japan! 1.4). France! 2 7). Brazil! 1.7» and 
Chinat 1.0) where the ratio is greaterihaa I. ? 

The cost of supply at High Tension is lower ? 
than that at Low Tension. However, in the * 
case of MSEB. iltafFT industrial consumers j 
and the cammeicial consumers pay I.S and j 
Lift limes the coats of supply while die j 
domestic and agricultural sectors pay less j 
than the costs of supply. i 

At current exchange rates, the port of j 
electricity to the HT industrial c on n — cn j 

is highest in the case ot Japan followed by J 
India. This may result in a cumpewtve s 
disadvantage to Indian indutfrics which can j 
only he oflsei by increasing energy j 
efficiencies. (Ach scussiooot this js a t n M Mt ile I 

in thcitccni study by thcaulhnnt 12}. > Japan j 

has maintained the competitiveness of its j 
ministry by a concerted move to im p rove i 
energy efficiencies. Though detailed dtaa is j 
not available, die energy intensities of huhaa 
industries arc generally higher than thair 
international counterparts) I4J. The 
residential tsritl* m Indu is the hiwcM at aR 
the countries considered. 

In ail the countries studied, the ml 
realisations are decreasing with time- In 
MSEB between IVKV and 1W3. the real HT 
industrial lari fix arc g r owi ng ai 76 per ce« 
annually while the rcnctcnbal tanffs am 
increasing at 6.0 per cent aamnally. Aa 
extrapolation of 1161 93iariff heath aaMeaii 
an mcieasiwg disparity mihr nahuma!tariff! 
between India and the other eamwnea 
(excepting Japan) in IWt. with dw average 
industrial tariff m India (MSEB* w im 


tariff indie US. 

Scenarios have bocn ouaatnarted to MWf y 
the effects of die va mt wiw m the uau. 
mctoral growth mex ahd (he itngttcahtmsef 
d ifferent pricing potioas. If ritapohcy.it in 
(sectoral tariff gw a th at IBM) 
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YEAR 

DOM 

COMM 

LTIND 

a Gtu 

BULK 


1993 

87 

265 

134 

23, 

187 


1998 

190 

327 

190 

17 

205 

REAL (par ccai/yr) 


16.9 

4.3 

7.3 

-5.4 

1.9 

HTIND 



G-l 

G-ll 

G-lll 

Q-IV 

C-l 



294 

258 

281 

312 

REAL (percatVyr) 



3.0 

0.3 

2.0 

4.2 


YEAR 

DOM 

COMM 

LT IND 

AGRI 

BULK 


1998 

238 

327 

238 

17 

205 

REAL (percent/yr) 


22.3 

4.3 

12.2 

-5.4 

1.9 

HTIND 



G-l 

O-ll 

G-lll 

G IV 

C-ll 



369 

334 

350 

392 

REAL (per centfyr) 



77 

5.7 

6.6 

9.1 


rates and adjust HT industrial tariffs to 
maintain the balance, the HT tariff would 
increase in teal terms. The growth rate is 
lower than the 1981-93 values under the low 
cost scenario hut similar to (he 1989-93 
values. Under the high cost scenario, this will 
increase between 10.9-13.8 per cent. If the 
policy is to permit higher growth rales of 
sectoral tariffs (as per the 1989-93 trends), 
the HT tariffs increase at lower rates. In the 
low cost scenario, the HT tariff declines in 
real terms. Hence il the increases in other 
sectors continues as per 1989-93 and if the 
sectoral consumptions grow at the 1989-93 
values, the real HTindustrial tariff will decline 
in the low cost scenario. However an increase 
in the growth rate of costs would result in 
the HT tariffs growing in real terms at 6.5 


residential sector would he 3-6. The focus 
of DSM and energy efficiency in India should 
he on the industrial and commercial sectors. 

It is clear from the analysis of trends and 
policies that the competitive disadvantage to 
the HT industrial sector due to the high 
electricity prices is likely to persist in the 
short run. This has to tic countered by a 
concerted effort to improve energy 
efficiencies to maintain competitiveness. 
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per cent. 

A policy ui have uniform growth rale in 
tariffs will sec tariffs growing uniformly at 
[ rales between 2.9-4 9 per cent (low cost) or 
j. at 6-8.5 per ccnKhigh cost). If the domestic 
and LTindustrial tariffs arc increased (o meet 
; the cost of supply, the HT industrial tariff 
will continue to increase in real terms i().3 
per cent to 4.2 per cent in lor the ktw cost 
■ scenario and 5.7 to 9.1 per cent in the high 
r cost scenario) 

If is clear that in the event of the costs 
increasing at a higher rate. HT industrial 
tariffs will grow at ratcs hclwccn 5.5 per cent 
and 13.8 per cent depending on the sectoral 
consumption and the policy followed, li the 
costs grow at 1981-92 values. HT tariffs 
would decline if the 1989-93 increases in 
oilier tariffs is allowed to persist and the 
sectoral growth rates remain at the 1989-93 
values. 

The differences m the scciiual pricing 
policies foUnwed by India and the other 
countries will also affect energy efficiency 
and Demand Side Management! DSM j 
■Matu r es In the US and European cuumncs. 
Ac cm pl mi s of DSM is m the residential 
and c o mmer c i al sectors. For esamplc one - - 
popul ar DSM programme is the replacement 
a f tncaAdeaccnis by compact ffuunhccnu hi 
tbr residential sector. Suppose this 
programme has a customer payback ranging 
* between 1-2 years in the VS. the 
^ corresponding payback period in the 
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For the past some years this Centre has been engaged in stu dies on 
Ethnic Conflicts and Violence, population dynamics, development of 
border Areas and technological perspectives for the indu strialisa tion of 
the Northern Region. These studies are nxtto-dractphnary and inter¬ 
disciplinary ifTapproach and involve extensive fieldwork as weft as 
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Public Issues by Private Corporate Sector 


NLnMlfca 

This paper presents a detailed account of the status of stock market in India and the policies of the government of India 
that have had a bearing on the public issues of securities during the 1980s and early 1990s. Alt public issues by the private 
corporate sector in 1988are analysed to identify the relationship between the different sources of funds, industrial categories 
cffirms, firms classified by paid-up capital, the of the issue and the age of the firm. The paper argues that there is a need 
for financial innovations in terms of new instruments to promote the equity cult which will help mobilise funds from rural 
and senu-urban areas that have not yet been tapped adequately. 


Introduction 

THE fund requirement! of the private 
corporate rector in India are met by the 
commercial bank*, development banks (like 
Industrial Development Bonk of India and 
Industrial Credit and Investment Corporation 
of India) and the securities market which 
form the broad aegmentsof the capital market. 
The securities market in a wider sense 
includes both government securities 1 and 
securities issued by industrial units. The 
securities market, also known as stock market. 
comprises the new issue or primary market 
and the secondary market. The new issue 
market deals with new issues floated by new 
and existing companies. The secondary 
market is a market for trading in the securities 
that are already issued. 

Since the early 1980s, (he Indian stock 
market has been witnessing several changes 
that have largely resulted in the increased 
reliance on funds from the securities market 
Ratting money from the public, commonly 
called making a public issue, is an avenue 
available to a firm to raise funds, especially 
lor long* term purposes. When a firm goes 
public. <( creates a market share for its 
securities enabling it to tap the market 
repeatedly as and when the need arises. 
Whereat, the reason for going in for a puNic 
issue may range from financing investment 
to widening the equity base or diluting foreign 
equity capital and so on. the factors deciding 
the success of an issue arc determined by 
the following factors, (a) reputation of the 
firm, (b) the size of issue, (c) the product 
range of the film, and (d) sire and age of 
the firm. Betides these factors the industrial 
and fiscal policies of the government that 
promote or inhibit industrial investment also 
play • crucial role. 

The present paper focuses on the new 
itsoenuriM with ipecud reference u> public 
issues by ao m p ani e r in the private corporate 
sector swift amused as follows. Sections 
n.maadlVpornytbe status of the capital 
m arit al over the years and contain * brief 
re v i e w of the (hidings of other studies 
Section Vdbcasret die method d analysis 
of the peasant study. Section* VI. VII, VIII 
and IX pMMM dr analysis by tat type ol 
Mmqi . (b> Mae of dim. (c > age olthe firm. 


and id) size of issue respectively. The last 
section contains a summary of important 
findings and highlights the policy 
implications. 


Stock Markets in India 

The stock market where trading of 
securities lakes place is an important 
constituent of thecapital market and performs 
an essential function, viz. providing a linkage 
between savings and investment, especially 
in the household and corporate sector. In the 
early 1960s. there were only five major 
stock exchanges, namely. Ahraedabad. Delhi, 
Bombay. Calcutta and Madras. Presently 
there are 19 slock exchanges situated all 
over the country (Table I). It is evident from 
Table I that there has been an increase both 
m the number of companies and capital 
raised between 1980 and 1990as compared 
to the earlier periods. Since the 1980s the 
primary market in India has been very active 
in terms of number of companies entering 
the market and the volume of funds. However, 
the activity ol the secondary market has been 
restricted to buying and selling ot a few 
scrips. Further, trading in securities is 
conducted through a system of auction and 
confined only to securities- listed with a 
stock exchange In general, firms have (heir 
securities enlisted with one or more stock 
exchanges to facilitate trading, enhance 
marketability and liquidity to a share. 
Interestingly, trading does not take place in 
all the securities listed with the stock 
exchange but is confined to a few securities 
which results in movements of prices of only 
selected securities. If is interesting that 
"shares in the specified group' account for 
over 75 per cent of trading in the Indian 
stock market, while over 25 per cent of die 
securities do not get traded at ail in any year” 
(Mayya 1990). According to Dess (1993) 
stock exchanges in India impart liquidity 
mostly to equity shares rather than 
debentures. Even among equities, liquidity 
is imparted to the shares of a few of the 
largest companies and 70 per cent of the 
uadti^ has been concentrated in the BmUhay 
slock exchange. Since theeariy 1990a only 
those linns with a paid op capital of R» 3 
ctore and above are ehfifatelobe tuned with 


the stock exchange. Small companies with 
a paid up capital of Rs 30 lakh but lew than 
Rs 3 crore are listed with the Over the 
Courser Exchange of India. The National. 
Stock Exchange connects the major aoeft 
exchanges and has co mm enced to operation 
in July 1994. offering liquidity K>» few 
specified securities. 


Stock Markets: Growth and Treads 

The studies by NCAER (1966). Bhatia 
(1976) rod Khan (1976. 1978) analyse the 
trend in the stock market and the new ones 
market in particular covering the period 1958 
to 1973. These analyses highlight the factors 
that cause fluctuations in the prices of 
securities traded in the stock market For 
example, a reduction in bank rale andexcfce 
duties and liberalisation measures (even 
though selective, as they were at the early 
1970s) have brought about a bullish mad 
in the stock marker and an iacrease in stock 
prices. On the other hand, the Chniese 
aggression in 1962. the ban on forward 
trading in shares and impoeitian of wealth 
lax and expenditure ulx in 1957 affected for 
prices of shares (NCAER 1966. Khaa 1971. 
Bhatia )976andKuchal 19701. The NCAER 
study also identifies factors that cause 
depression in the stock market Hke a (ad ia 
the invcsuMc funds due to a stagnant <me 
of saving, poor perfo rm an ce of cocapanies 
and a high rate of speculative tradfeg. We 
study also points toadediaeia the aewitie 
activities and a marked daft foam corporate 
securities to other forma of financial teviagl 
Howerer.ttus study agog tha though public 
response to the new issues was dechaiag. 
issues of the weR established certtpnpfct 
have received a hater response. 

Stubs (I960; 9t) hsti factor* drat affect 
the success of a public aaue. sack as ta 
"size of the issue, whethe r the ware it by 
a new or old rnmpaay aad if by Me Inner, 
its profit and divide** record, the 
HuaregeareM of e conqaray, the flan nr 
Uatitution drat it« charge of underaWng. 
the terms of tatne and finally the afore of 
the raock marker. 

On te new turn Market Mata's wafer 


I9MKhtwv ytmfei tcoaivttf ft twMirfM|fiMfe 
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-? from investors. Significantly. in apito of the 
depreued state of the market, issues from 
! old companies drew a better response than 
those of new companies. However, after 
1969 a mixed trend is evidenced. 

Analysing the new issue market fur the 
period 1961-73. Khan (19710 identifies two 
distinct phases, vtr. (I) 1962-67 and (2) 
1968-73 During 1962-67. capital issues 


accounted for 17.4 per cent of total capital 
employed whereas it was 14.2 per cent d urin g 
the sectmd phase. This variation is attributed 
to the decline in the response to the new 
issues. 

The effect of size of the firm and size of 
an issue on the cost of capital of the issue 
and the public response to the issues has 
been brought out by Bhatia (1976) and Khan 


(197*1 These stuAss hnvepebwad out rim 
old. csubHshed and large c om pan i e s ware 
in a more advantageous position than the 
new and smaller ones tn raising find* from 
the market. However. Ram Mohan's t 1980) 
analysis of public response to equity issues 
by new units for the year 1978 and 1979 
has proved that in both the years, smaller 
issues (of leu than Rs 30 lakh) drew better 


T +aut I: Pontoon of Uts Companies 
■ As on M a r ch 1992) 


Stock Exchange 



_Companies listed (Number) 



Cacua) Including Dcbcatarcs/Bouds (Rs crow)_ 


_ChaariM 


March 







Much 

1946 

1961 

1975 19*0 

1990 

1991 

1992 

1946 

1961 

1975 

1980 

1990 

1991 

1992 

Bombay 


197 

297 

767 992 

2447 

2471 

2601 

123 

3*1 

1614 

2930 

24178 

27592 

31495 

Caktit ta 


576 

576 

730 891 

2329 

1328 

2.788 

147 

326 

917 

1472 

12309 

1.3986 

14953 

Dciki 


73 

103 

294 452 

2003 

2103 

2093 

73 

*3 

428 

883 

17308 

19446 

15308 

Madras 


192 

249 

373 39X 

586 

622 

654 

41 

112 

703 

788 

8535 

10X80 

12277 

Ahmedabad 


SI 

96 

136 169 

731 

766 

85$ 

15 

84 

278 

Mil 

12565 

1.7919 

16662 

Hyderabad 



19 

47 HI 

241 

233 

2.79 


6.7 

51 

162 

2965 

2619 

3152 

Bangalore 




163 

.318 

.336 

354 



141 

402 

7120 

7276 

10208 

Indore 



M 

19 26 

109 

117 

113 


3 

28 

84 

989 

1.779 

- 

Cochin 





79 

94 

86 





5202 

5475 

3712 

Pone 





its 

i 19 

121 





4566 

4658 

3lnin 

Lucknow 





78+ 

741 

778 





5716 

5098 

- 

Ludhiana 





lift 

137 

174 





hums 

1177 

7212 

Ouwahah 





170 

115 

2IK 





2340 

23.39 

2632 

Mangalore 





20 

23 

24 





1882 

1896 

2407 

Magadh 





14 

17 

HI 





550 

58D 

1346 

loipur 





2o 

79 

116 





85 

77f» 

1456 

lllwhim rtiwr 






20 






0 

367 

Rajkot 






1 

1 






3 


Vadodara 






\ 

96 






27 

1491 

Total (excluding double 













coaming) 


1125 

1203 

1852 2265 

5968 6229 

6480 

270 

735 

2614 

.3972 

27761 

72041 

40796 

Market value uf all stocks 






971 

1292 

3273 

6749 

70521 

110279 

354106 

Sonn e: CMIE. Roue SuilitlH-.t Relaunx r« Indian Erummy. August 1993 
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Year 

_haue through Prospects (Amount)_ 

_Issue thtmteh Rights 




Ptmihunpn of Issue*_ 



No of 

Eipniy 

Prcf 

Debcn- Total 

No of Emmy Prcf 

Debcn- Total 

No of Amman 

No of Amount 

No of ( 

Amount 


Issues 

Shares 

Shares 

lure (2+3+4) Issues Shares Shares lures 

17+8+9) Isaacs 



(tuna 













of New 

of Exist- 













Cos 


mg C»s 



1 

2 

3 

4 5 

6 7 

8 

9 

It) 

II 

12 

1.7 

14 

15 

16 

1971* 

- 

26.5 

8.0 

8 4 42.9 

99 

1.5 

. 

11.4 

- 

54 3 

- 

32.5 

- 

21.8 

1972 

- 

33.6 

5.4 

25 4 64.4 

7.7 

0.3 

- 

8.0 

- 

72.5 

- 

351 


17.3 

1973 

167 

50.3 

74 

2.6 60.3 

27 10.8 

12 

0.5 

12-5 

194 

718 

122 

47.4 

72 

254 

1974 

126 

359 

5.0 

5.0 45.9 

47 10.4 

01 

- 

106 

173 

565 

84 

23.6 

89 

319 

1975 

136 

76-4 

7.6 

1.5 85 5 

34 12.4 

0.7 

- 

1.3.1 

170 

98.6 

9| 

58.4 

7V 

40.2 

I97fc 

106 

418 

5.1 

10 48.9 

26 7.4 

0.4 

2.3 

10.1 

132 

5931 

73 

.16.7 

60 

22.7 

1977 

10* 

73 6 

1.7 

0.5 75.8 

41 18.2 

06 

_ 

18.8 

145 

94.6 

61 

50.7 

84 

43 9 

197* 

114 

73_3 

5.1 

2.0 *0.4 

30 It.l 

0.4 

78 

19.3 

164 

997 

75 

61 4 

89 

3*3 

1979 

116 

8*7 

0.4 

7.0 96.1 

71 21.9 

- 

59.8 

81.7 

1*7 

177.8 

75 

32.4 

111 

1254 

I9K0 

167 

66.1 

i.9 

.34 1 102.1 

70 23.0 

01 

.386 

61.8 

217 

16.7.9 

141 

5721 

96 

1064 

19** 

307 

256.2 

2.0 

137 1 395.3 

73 133) 

0.1 

58.9 

82.8 

3*0 

471.1 

243 

207.8 

137 

270.8 

19*2 

447 

228 8 

2.1 

215.2 440.1 

*2 17.7 

or 185.5 

203.9 

529 

650.0 

371 

205.6 

158 

4444 

19*3 

*07 

319.0 

0.2 

37 8 357.0 101 13.8 

01 

389.1 

408.10 

90* 

7701 

756 

275.6 

152 

494.5 

19*344* 

70S 

337.5 

t.2 

21.5 3602 

89 44.1 

0.5 

432.7 

477.3 

794 

837.5 

651 

295.4 

143 

1421 

19*445 

405 

353* 

01 

42.5 396.4 

66 9.2 

- 

6504) 

6602) 

471 

10564 

338 

.3W. 2 

13.3 

7472 

19*546 

721 

799.7 

09 

91.7 *913 129 9*3 

0.3 

7516 

*301 

*50 1762 5 

536 

627 1 

314 

11134 

19*647 

414 

M3.9 

0.2 

482.2 1366 3 110 116.5 

0.5 

1077.5 

1194.5 

524 1560.8 

246 

730.2 

278 

1*30.6 

19*74* 

140 

510.5 

6.7 

1*3.7 6*7.5 

83 5*61 

0.2 

4752 

10616 

223 

1762 3 

87 

3406 

136 

1421.9 

19049 

191 

7096 

I.S 

858.7 1570.1 150 .3216 

1.5 

1278.2 

1602 3 

34t 

31724 

121 ! 

12287 

230 

tU437 

19*940 

190 

734. i 

5.4 2400.7 3140.2 211 4*4.7 

15 2848.7 J332.4 

40* *473.1 

105 

666.6 

M 

5806-5 

199041 

tsi 

9*3.5 

1.7.0 

997 8 1974.3 214 2*40 

0.3 1943.2 2227.5 

m 4201.8 

88 

753.5 

277 

34483 
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fWpoaae than larger ape*. Though the 
fMpoooe to MW lanes wh better in 1978, 
prefects with a teaaer time laf and issue* 
from w tHHto t iad promoters attracted the 
cgtllhtowi of the investor* in 1979. The 
Kadta by Khan (7978) and Prasad and Rao 
(7912) have attributed the poor public 
raaponae to a variety of factotx like (a) an 
unattractive yield on ahares compared to the 
other investments like deposits with banka 
whan die return on investment is assured. 
<b> savings in provident funds and life 
Insurance, etc, and(c)shrinlugcindtspo«abie 
savings due to high taxation of personal 
taccmeand inflation. Perhaps it isan interplay 
of these factors that led to the evident 
depende n ce of the corporate sector on the 
financial institutions (Laliiha 199.11. The 
study by RBI (1989) has pointed out that 
between 1981 and 1983 the number of 
comp a nies that came out with issues has 
doubled mainly because of a phenomenal 
rise in the number of new companies. Of 
these issues, a substantial portion of both 
debenture and equity issues were 
underwritten. 

Underwriting of an issue was normally 
used as a devise to ensure success of the 
issue. Sinha points out that during 1956 to 
1959. the amount underwritten as well as 
underwriting as a proportion of total issue 
recorded a sharp rise. However. 
PWthasarathy'a (1986) analysis of issues 
between 1961 and 1983 highlight* that 
underwriting does not always guarantee 
success of the issues. Notwithstanding the 
success or otherwise of an issue, by 
underwriting the company is assured of the 
underwritten amount in case of under¬ 
subscription of Ibc issue. Nana's (1992) 
analysis points out that underwriting 
activities have increased with theavailahiliiv 
of underwriting facilities provided hy the 
various underwriting agencies However, 
underwriting as s practice declined during 
the 1980s largely due to the spread ot equity 
cult (which is measured in terms of direct 
participation by public in subscribing to an 


issue). On (he cost of public issues. Marta 
points out that "cost of issues wax found to 
be high in the years of recessional economic 
conditions. The cost of issues of private 
limited companies convened into public 
limited compimies werethchighcst followed 
by existing companies... cost of public issue 
of equity shares was also found higher in 
existing companies” (p 291). 

Singh's (1994) analysis on trends in capital 
issues (197SI989) shows that the volume 
and amount rai sed l hrough prospect uses have 
been higher than those raised by way of 
rights issues. And except the years 1977-79 
and 1988-89. though the number of issues 
from new companies was more than the 
existing companies the amount raised hy 
both new and old companies has shown an 
encouraging response. Further, the series of 
legislative measures hrought in by the 
government like ininstuction ot convertible 
debentures, increasing the ceiling on the race 
of interest, etc, have resulted in a shift in 
the preference of investors from equity to 
debentures This phenomenon is also 
reflected in (he consent given for equities 
which was higher before 1980s jnd 
domination of debentures after 1980s. 

Several committees were set up between 
the 1980s and early 1990s to review the 
various aspects of capital market. The 
Rangura|an Commuted 1986) recommended 
that the corporate sector should try to he self- 
reliant a* far as possible by slopping up their 
own savings and by raising funds from the 
capital market. It further recommended that 
the well established companies should rely 
more on I heir o wn resources thereby enabling 
the financial instilunons to assist the new 
companics/cntrcprcneurs in a greater 
measure Evidently, the changes in 
government rules and regulations have 
created a favourable business atmosphere in 
the country that has resulted m the increased 
reliance or funds from the stock market. 

The Abtd Hussain Committee on the 
working of the capital market tl989) had 
recommended proper integration of the slock 


exchanges in the country withcach other and 
simplification of the procedure for siuue 
transfers to encourage direct I n ve s tment in 
equity.'The co mm i ttee h e* a ls o recommended 
networking of mutual funds and allowing 
the private sector to enter the mutual fond 
market. The co mmi tte e has stressed the 
necessity to introduce innovative instruments 
for broad-basing ihc capital market 
Accordingly, a national stock exchange was 
set up to integrate the stock markets in the 
country whieh will also enable the investors 
to take advantage of favourable prices 
prevailing elsewhere. Also, private sector 
mutual funds have been set up. 

The Nanudmham Committee on financial 
systems (1991) which recommended 
several measures for speedy liberalisation 
ol the capital murkd suggested that prior 
approval of any agency for a public issue 
be dispensed with. The co mmi t ter however 
ha* cautioned that "SE8I mould not become 
a controlling authority substituting the 
functions of the erstwhile CXI. It should 
function as a market regulator to see that 
the market is operated based on well 
laid down principles and convent ions” 
(summary of the report of the Naraiimhum 
Committee on the financial system, at died 
in Kapila 1992. p 245). 

IV 

Public Issues ffrwan 19SS to 1992 

It is evident from Table 2 that the docade 
beginning 1980 has not only witnessed an 
increase in the volume of funds nused th ro ug h 
capital issues but also a marked shill in the 
composition of instrument* - for n u t a te , 
equity shares to debentures - compared to 
ibc earlier period Apparently the increase 
in the fond* raued through debentures is due 
tu the (a) increase in maximum raieofMerest 
for debenture ixsues* m October 1981 from 
12 per centra 13.5 percent (with an cMMmg 
provision lor the company to pay an extra 
I per cent under certain condi tio ns). OHiac 
in the interest rate on son-cnsulliMe 
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Year 

Bow tv Share* 

Prelerence Share* 


Debenture* 


OreniTewl_ 

No of 
Issues 

Amount 

No of 
lues 

Amount 

I 2 !ljjggg| 

—NSst£apaafete_ 

No of Isaac* Amout 

No of 

Amnmn 

Aprit-March 

I99I-92* 

368 

(Ml 

1731 3 
<227 3i 

.3 

IS 

133 

3496.9 

13 

527.1 

M7 

5756* 

(2275) 

IBM)* 

•67 

(3241 

99X1.1 
(.31X4 1) 

t 

05 

ISO 

7X64 a 

19 

19792 

1037 

19*256 

t5l64.lt 

Aerit-Janc 

1992* 

I5K 

1X49 1 


* 

.38 

1494.4 

2 

99*9 

198 

43414 

i8tt.il 

1993* 

163 

(781 

22X72 

(1416.1) 

1 

2.5 

.10 

1386.1 

6 

349 6 

am 

4025.4 

ft4l6.lt 
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J dbt «erei to 15 per cent (from 13.5 per 
cent) and partly due to allowing a premium 
of up to 5 percent«the time of redemption, 
(c)fadhty introduced to enable the company 
to buy beck from investor* after one year 
of debenture investment with a ceiling of Rs 
40.000, and (d) revision of guidelines for 
issue of debentures in 1984. by public limited 
companies allowing them to convert non¬ 
convertible debentures or non-convcrtihie 
portions of convertible debentures into cquily 
shares. 

As far as issues through prospectus are 
ebneemed. the amount raised per issue was 
low until 1984-83. Partly, this phenomenon 
mdicaies that iasues of smaller size dominated 
the capital market till 19X3. Admittedly, the 
increase in the exemption limit of capital 
issues from Rs SO lakh to Rs one crorc would 
have automatically raised the amount per 
equity issue in the post-1983 period. Yet. 
the impact was on the number of equity 
issues. Secondly , the change in policy in 
)985allowing thelhenexistingprofit earning 
PGR A companies to offer 40 per cent of i he i r 
equity capital to the public ' also led to the 
observed difference in the amount per issue 
between the pre- and post-1985 periods. 
Lastly, these companies were also allowed 
to make more than one 1:1 bonus share 
issues. Further, the policy also allowed all 
the companies to retain up to 25 per cent 
of the amount originally sanctioned lor the 
public issues. The positive c fleet of these 
policy measures can be observed in the rise 
in the amount per equity ivsuc tfrom 19X5 
onwards) and the number and amount of 
rights issue*. Besides the measures discussed 
above, there arc other measures and policies 
ol the government which have provided a 
fillip to the growth of the capital market 
These are; 

11) Two new instruments, vis. convertible 
cumulative preference shares and partially 
convertible debentures were introduced in 
August 1985 and March 1986. respectively. 

f2) In l988.rctcntionofover-suhscnpiion 
in puhlic/rights. issues ot shares and 
debentures by companies has been reduced 
in 15 per cent. Earlier, the companies were 
allowed to retain over subscription up to 25 
per cent in equity shares and 50 pci cent in 
debentures. The government had removed 
the 11 per cent ceiling on subscription by 
financial imtilulians to public issues. The 
government also set up the Securities and 
Exchange Board of India in I990tolac«liiate 
healthy growth of the securities market and 
to provide protccton to the investor* 

(3) The union government with effect 
from February 13.1989 raised the minimum 
equity capital Utah of a company for tiding 
oo the nock exchange from Rs one crorc 
to R» three crorc and the minimum offer to 
the public for subscription from Rs 60 lakh 
toRs I JO crorc. This measure wax expected 
to increase the sire of the issues eligible for 


fating a nd i mprove their liquidity prospects 
after listing on the stock exchange*. 

(4) In 1990. the controller of capital itauet 
(CCf) was directed by the government not 
to permit any company to make fresh issues 
within 12 months from the closure of the 
earlier issue or within sis months of listing 
of its shares or debentures of its earlier issues 
whichever was later. 


(5) h 1990 the gowam en t decided to 
allow companies to raise the entire 
ssbacriptkmmoney at dre lime of application 
from non-resident Indians. 

(6) In October 1990. the SEBI issued a 
guideline that the lead manager of a public 
issue wilt be responsible for Mi the post¬ 
issue activities and for the contents of the 
prospectus. 


Tamj 4: Eimo Issues Lxumcwo 


(USSmUtm„ 


Company 

Month 

hutiat 

Offer 

Total 

Booking 

11 

Price 

(USS) 

tour*** 

Reliance Induslncs 

May 92 

too 

500 

ISO 

163 

cost 

Graxini Industries 

Nov 92 

90 

90 

.90 

360 

cot 

Euar Gujarat 

July 91 

60 

240 

75 


BO 

Hindal Co Industries 

July 93 

108 

324 

108 

16.0 

00ft 

SPtC 

Sept 93 

65 

260 

75 

III 

GOft 

Reliance Industries 

On 93 

150 

1500 

140 


BCB 

rrc 

On 93 

92 

800 

92 

15.3 

COR 

Jmdsl Slnps 

On 93 

60 

450 

too 


BCB 

SCICI 

On 93 

too 

400 

too 


BO 

Bombay Dyeing 

On 93 

50 

ISO 

67 

92 

OM 

Mahindra and Matundra 

Nov 93 

65 

550 

75 

7.4 

GO* 

Gujarat Ambuja Ceineius 

Nov 93 

75 

- 

80 


BCB 

Indo Gulf Fcrtiheen, 

Jan 94 

too 

1500 

too 

4.6 

COR 

Great Eastern Shipping 

Jan 94 

100 


too 

15.9 

OCR 

Vidcocon Imernalioaal 

Jan 94 

90 

1840 

90 

8! 

GOft 

Indian Rayon Industries 

Jan 94 

125 

1650 

125 

21.5 

OOft 

Amnd Mills 

ft* 14 


- 

125 

975 

GDR 

Indian Aluminium 

Feb 94 

- 

- 

60 

10.15 

GOft 

Kchancc Industries 

Feb 94 

- 

- 

.300 

24.10 


Tala Elecinc Co 

Feb 94 


- 

75 

710.00 


Wockhanh 

Feb 94 

- 

- 

75 

28.69 


UnlKl Phosphorus 

Feb 94 

- 

- 

55 

41.00 


Jam Irrigation 

March 94 

- 

- 

30 

11.12 


Garden Silk Mills 

March 94 

* 

- 

45 

2668 


CESC 

April 94 

- 

- 

125 

53.34 


Bharat Forge 

Jan 94 

- 

- 

14 

- 

BO 

TISCO 

ft* 94 

- 

- 

too 

- 

BO 

IOCI 

ft* 94 

- 

- 

200 

- 

BO 

Nippon Denlni Ispal 

Feb 94 

- 


150 


BO 
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Industry/ 

Source of 

Funds 

N 

Tout 



Source uf Fuads (Raw Crate) 1 ' 




Project 

1 

2 

3 

4 

5 

5a 

ft 

6 

7 

Manulaciurmg 

82 2.348 15 753 '8 

290.69 

.398 2 

11.74 

906.3 

575.8 

1305 

2299 2)621 

EJectncilv 

gas and warn 

1 

22 60 

12 70 

408 

1.6 

0.25 

392 

- 

3.92 

- 

2255 

Construction 

7 

364.90 

155 88 

12.83 

80.9 

06 

2914 

7 

2214 

- 

179JO 

Wholesale and 

retail trade' 

II 

56 86 

18 17 

15.6 

5.1 

0.1 

1.3.52 

- 

13.52 

178 

3249 

Group of companies 

(NEC)' 10 

4.29 

061 

1 86 

_, 

020 

1263 

3.5 

9.1 


27*7 

Banking and 

finance' 

8 

- 

1.05 

147 

- 

- 

1033 

4sS 

5*5 

0.12 

23*8 

Total 

119 2796.86 941.99 

.326.53 

485* 

12.9 975.86 

390* 

3850 

28*5 27*7 7 


Note* ( 1 1 Source of lands are: I Term loan: 3 Promoter* ceatribat ia a . I Fandga 
loan.. 4 Government xabsidy: 5 Public awes of which 5a dahaaaare iaaa ftuqufty 
it uk. 6 huerusl funds; T T tahwwdhah. 


products nut rlawiflidihsoilaao sad gwepof «Bmpmuas.mdhaelaagft—reetBaaaaare 

and real estate. 
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ant there krraun Oksc pdbbe taaaes are awwd to reset hah tor ssmtmg oaptod 
require reran 




The increase in the fundi raised from the 
mute* (Table 3) especially in ihc early 
1990a cm he associated with (a) the new 
economic policy introduced by the 
government, especially deregulating and 
delicensing industries, reduction or lari IT 
and customs, etc, and (b) the setting up of 
mutual funds. 71k public sector banks have 
also played a significant role in raising funds 
from the market. 

Recently several institutions have been 
set up to promote and strengthen the securities 
market in India. Discount and Finance House 
of India has started its operation on short¬ 
term financial instruments. Credit Rating 
Information Services of India ICRISIL) has 
been established to rate Ihc debt obligation 
of companies listed in Ihc capital market. A 
national market for securities has been set 
up linking ihc five major stock exchanges 
of India and has started its operations since 
mid~1994. This market simultaneously 
transmits price informal ion andother relevant 
data to all exchanges. The Slock Holding 
Corporal Km of India has been formed in 
1988 by the financial mslic'.ons to provide 
cleanng house facilities u> promote speedy 
transfer ol securities. This corporation acts 
as a central agency for registering of 
transfers of securities and reduces 
considerably (he time lag in effecting 
transfers. These developments seek to 
attract investors and protect their interests 
by providing better and complete informa¬ 
tion about the companies whose securities 
are fisted in the national stock exchanges 
IBhall I9X9|. 

Since May 1992 the government of India 
has allowed pnvme sector companies to tap 
the international capital market. This step 
has helped the private corporate sector to < 11 
"obum external resources essential for 
act-derating their pace of development. <2) 
raise debt abroad to reduce debt service 
obligations within the country. and (3) take 
advantage of import substitution and export 
possibilities relating to financial services” 
|Bhan I9H9|. Accordingly, many companies 
have approached the Euro market and had 
raised money using two instruments, viz. 
Global Depository Receipts and Euro 
Commercial Ronds. Tablc4 shows the details 
of the Euro issues. 

In view of the lanft of two Euro issues 
(VSNL $ I billion ana Tube Investments S 
50 milhonj. the finance ministry reviewed 
the guidelines <m Hunt issues. As a result 
some revision of these guidelines took place. 
These guidelines roquirctllhut (I )GDR funds 
should he pul to use within a year and the 
auuing company should also submit a 
s Wemen t on utilisation of funds certified by 
Bn auduors of the compraiy. 1 2t a company 
must nlsphow a umcdiHerenccot 12 months 
between two Euro issues, and (3) one 
ownership group cannot have more thantwo 
Ear op issues in one financial year. In 


l P ****** — ,'f ir.-' i, -- i.n.u.J. vr- .. .--~i • • ' , > Y-* l i .‘Tjfcx Fv*, 
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September 1991 the ration government Thrsabaotfemuresoftfaem public hue* 

were: (1) There were a soul of ] 19 issues 


allowed the foreign institutional investors 
to enter both the primary and secondary 
stock markets.* To avoid control of 
Indian ixsmpanies by these investors, the 
government has enforced two conditions. 
Accordingly aggregate investments by 
Fils’ are limited to 24 per cent of capital 
of each company and a single Fll can 
hold only 5 per cent of capital of a given 
company. 

These are the major developments in the 
stock markets. Against this background 
the following sections analyse public issdt 
in 1988. 

V 

Method of Aulyttis 

This section presents on analysis of public 
issues and attempts to study ihc relationship 
between various sources of funds and factors 
like type of industry. size of firm, age of firm 
and size of issue. Attention has also been 
paid to factors like cost and type of issue. 
The analysis is based on information drawn 
from the prospectuses «t public issues of 
firms that have entered the capital market 
during the period January I. 1988 and 
December 31. 1988 through the Stock 
Exchange of Ahmedabad. There were 128 
issues in the year 1988 of which 119 were 
Irum firms belonging to private corporate 
sector and the rest from government sector 
firms. The present analysis is restricted ui 
the public issues of companies belonging to 
the private corporate sector. 

The 119 firms «t the private corporate 
sector were- classified according to la) 
industrial group, tht paid-up capital ol the 
fum. ic i age of the firm, and fd) size of issue. 
Whereas, the industrial classification of the 
companies iscamcdout hosedoniherevised 
industrial classification (19871 brought out 
by rite Central Statistical Organisation. 
Government of India, the paid-up capital 
(PUT) of the firm forms the basis to classify 
firms according to six Pt IC groups. The age 
ol the mm is bused on the dale of 
incorporation ol the sample firms Those 
times incorporated lilt December 1*179 and 
those incorporated oiler January 19811 are 
classified as old and new firms respectively. 
Further, there are seven categories ot size 
ot issue. 

» 


of which 103 were hew issues and 10 farther 
issues. (2)Bt|uity issues numbered 105, while 
the text comprised debent ures and equity- 
linked debenture issues. The total amount 
raised out of public issues was Rs 975.86 
crore, Out of this equity accounted for 39.5 
per cent (Rs 385.03 crore) and debenture* 
for 60.5 per cent (Rs 590.8 crons). These 
equity issues amounted to 3.5 per cent and 
37 per cent of oil Ihc equity issues that were 
issued by the non-government public limited 
companies during the periods April 1987- 
March 1988 and April 1988-March 1989. 
respectively. On the other hand, debenture 
issues by Ihc non-government public limited 
companies taken for study accounted for 81 
percent and 28 percent ot the total debenture 
issues by the non-government public limited 
companies fur the period April 1987-March 
I98H and April 1988-March 1989. 
respectively. Because of the variations in 
accounting period bet wccncompanics, these 
figures while ore not strictly comparable, 
nevertheless they provide a comparative 
picture of ihc issues that were issued through 
Ahmedabad stock exchange with those of 
all public issues of private corporate sector. 
Except three issues that were not 
underwritten, the rest of the issues were fully 
underwritten. It was observed that for issues 
of Rs 4 crore and less, firms have used 
ordinary equity shares fur purposes like la) 
increasing the paid-up capital, (b) financing 
a new project, (t) financing long-term 
working capital, and Id) modernisation of 
existing plants. There are variations m the 
types ol debentures and link issues tor issues 
ol more than Rs 4 crore. These inamtments 
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industrial 

Group 

With 

Premium 

Witfewt 

P^dMM 


New Further 

New Further 

Manufacturing 

II 5 

59 7 

Efcxtncity 

Gas and water 

' ~ 

I 

caouraction 
Wholesale and 

1 

« 

retail uade 
Craupof 

- “ 

II 

compomo 

3 

7 

Bank mg uni finance 

1 

5 2 

Total 

IS «* 

49 9 


Tails A: Drrmuo'nus Arnsuiwr. to law tubal Canurs ami Suss of Rum 


Sine «f Firm 


Indottry/Sue id Firm <K» m Crurvt 


O.Of-l 

101 \ 

tot? 

501-10 

lit (ll-25 

Total 

Manufacturing 

if 

18 

2 

> 

2 

12 

Ekctncity. gas and wuer 

1 

- 

- 

- 

* 

1 

CuuMrsetio* 

6 

1 

- 


- 

1 

Wholesale, rood trade 

X 

1 

2 

► 


II 

Croup of companies tNBCt 

y 

1 

- 

- 

- 

10 

Booking and finance 

4 

4 

- 

- 

- 

8 

Total 

87 

25 

4 

5 

2 

119 
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wd re O ro d for all porpo*e*cxcqg to increase 
the pud-up capita] and financing of new 
p roject*. 


VI 

PaMk Issues by Type of Industries 

Tabic 3 indicate* that fund* raised from 
public issues and term loans are significant 
sources for different industrial groups. 
Among the industrial groups where the 
proportion of fund* borrowed by way of 
term loan* is the highest tor the lowest) the 
proportion of funds raised Irom public issues 
are the lowest (orthe highest). FnssiMy. this 
pattern reflects the difference* in the criteria 
adopted to extend credii facility to specific 
projects in line with the industrial policies 
of the government. 

When the public issue is segregated into 
debentures and public issues ot equity, the 
latter assumes importance for NEC group 
of inchutry and hanking and finance industry 
For manufacturing industry debentures 
assume importance. For the period under 
analysis, there was one large debenture issue 
of Rs5l6crnre. If this issue is excluded (as 
an outlier) then public issue ranks third to 
those of term loans and foreign loan sources 
Evidently, loans from institutions arc the 
most important source lor all industries 
except NEC industrial group and hanking 
and finance. Debt clearly assumes prune 
importance in the capital structure ol a firm 
rather than equity. This phenomenon is 
tpcrhapsi due ut the (ax shield on inierest 
that is not available tor dividend 

Impurtantly. none ol the industry types 
show significant amount ol t unds being used 
from internal sources. In fact micrnal source 
ol funds lorm less than I per can ol the total 
lundv. This may partly be due to the tact 
that (a) most of the companies were new. 
and (b) that interna) accruals arc ihc icsult ol 
being in business profitably lor a relatively 
longer time period (lor .1 more detailed 
discussnmtm this aspect, see Laiuha l'W3) 

It is evident from Table 3 that two mdustn.il 
groups, namely, manulaciunug and 
construction between them account tor over 
% percent ol the funds raised from dillcrcnt 
sources. Apparently the lower share (12 per 
cent) ut promoters' contribution in the total 
funds suggest* that these are not closely held 
companies in fact, lorthrcc industrial groups, 
vi*. constructum. NEC and hanking and 
finance, the promoters on an average do not 
even have the controlling interest (of 10 per 
cent ofequity) m the companies they manage. 
The iower share of promoters' contribution 
perhaps was the result ol the policies ot the 
government by which the companies were 
sUowed to dntavert their holdings provided 
they have at tart IDpuNic shareholders lor 
every R* one lakh of share capital 

It is evident from Tahle h that 
manufacturing industry accounts lor a little 


overtwo-third* of (he total number of issues, 
of which 67 per cent of the issues are from 
companies that belong to PUCG I. While 
manufacturiugiwkutry encompasses all sizes 
of firm*, the rest of the industries have ooJy 
firms belonging to PUCG I and PUCG 2 
(except the wholesale and retail trade industry 
where there are two firms from PUCG 3). 
Tabic 7 highlights that manufacturing 
industry which accounts (or 69 per cent of 
total issues also ranks first in term* of number 
of new issues 15X per cent of total) including 
both premium and non-premium issues. 

The phenomenon of higher number of 
small issues by small firms can he explained 
by (a) the government's licensing policy that 
exempts investments below Rs live crurc. 
and (b) the CCI’s measure ol exempting 
public issues up to Rsonc emrc from seeking 
permission lu enter the market. 

VII 

Public Issues by Size of Firm 

It is apparent from Tabic K that X2 per cent 
ot the total public issues are Irom firms 
hclonging 10 the first paid-up capital group. 
This pattern loan extent disproves the theory 
that small firms shy away trom slock market 
(Weaver IV56|. Importantly, financing 
through equity is significant in. PUCG 2. 3 
and 4. PUCG 4 stands distinct from Ihc rest 
uf the PUCGs in as for as it relics on the 
stuck market to a large extent for equity 
financing Interestingly, institutional loans 
are very low and promoters' contribution is 
ml in this category ol linns. In other Pt 'CGs 
loans from institutions assume primary 
importance lhis phenomenon supports the 
hypothesis that the cost ol equity capital lor 
smaller firms is greater than that ol large 
firms and raising debt is a cheaper option 
(Gupta I 969. Albert and Archer 1973. Archer 
and Faofhcr I966| Evidently the fixed 
interest rate for debt and the lacl that it also 
reduces the lav liabilitv is .1 dear advantage 
lor firms. Conversely, dividend payments 
nuy vary, especially with a n.sc/lall in profits 
and thei elure debt compares favourably with 
equity as stxirvc ot lunds. 


Ofttatoud internal fund* of ail the sampJe 4 
Anns, firms from PUCG I and PUCG S | 
account for 40 per cent and 44 per cent. ' 3 
respectively. It is expected that firms ^ 
belonging to both these size groups will try > 
to plough hack funds perhaps for reason* f 
such as (I) to be self-reliant, and (2) in | 
reduce dependence on other sources for the * 
fear of losing control over business : t 

vm 

PuMic Issues by Age of Flnu 

Throe-fourths of the issues in 198V haw 
been Irom companies registered after 19*0. 
i c. new companies entering the capita) . 
marker for the first time and were iaiued at * 
par (Table 9). Hence, the number of issues 
with premium were low. As far as the 
different source of funds ate concerne d . 
Table 10 reflects the dominance of new 
companies in each source of fund*. How e v er , 
the difference in the amount of funds nised 
by the old and new compame* through 
internal accruals is lower than the observed 
differences among other sources. This 
phenomenon partly substantiate* the 
hyptxhcsnllui internal accnutsaneafunclion 
of the length of time spent by companies in 
■he business. It is noteworthy that the share 
of the new firms in ihc total internal funds 
is around VS per cent. New firms accounting 
for a higher pmportioaof internal funds cue 
he explained hy (a) the availability uf tax f 
concessions like tax holiday m the uuturi 
years of operation resulting m lower tax | 
outflows, and lb) the possibility ot new ) 
companies skipping dividend payments lift i 
they have stabilised in nusinexs. | 

Table 10 also highlights that there are 1 
observable dulcromxs in Ihc debt equity ^ 
ratios between ihc old firms (1:1.64) and •’ 

i 

Tams V Asa i» but assiTyh it ten 

.. . f 

Age Wtajtagwa heiiiiina -1 

New Further New Farther - 

- - ~ 7 


New k 2 *t 2 

Total 15 6 «• u 
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36 
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M3 

AIV 4M 

246 29 
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(30.70) 

(12.2) 

<16.331 

IU.0O3) 

<3*.8) 

(65 381 

(346) 

mmt 

i 

1.01 1 

23 

200 w 

34 2V 

101.13 

223 

66.73 

23.5 

43.23 

268 

4MUM 

r 




149.17) 

18.41 

(24 8) 

(OiMSl 

(16.33) 

(35 2) 

(64 8) 



301-3 

4 

IV, Oh 

1.3.10 

1.3 

0.6 

1306 
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47.31 





(40.28) 

(27.68) 

(32) 

(1.27) 
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1 i<noi 

- 


SOI 10 

3 

5.30 

- 

8.3 

0.15 

41.34 

*6 
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too 
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(9.7) 

- 

(14.74) 

(0.18)31 

<73.7*1 

(3361 

176.41 

lUh 


tool’s 

2 

¥7.31 

.32.83 

43.6 

- 

52.50 

330 

I** 

(1# 

2)846 





(4080) 

f 13.81 

1I8.V) 

<21*1 

(63|» 

<56 *1 

(46> 
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Institute of Rural Management 

Anand 

IRMA * a premier autonomous institution for education. research and consultancy for management of rural organisations. 
Besides conducting short-duration mid-career training to co-operattvee and NGO managers^ IRM^ otters two po^graduata 
pregrammes - a two-year pregramme for fresh graduates and a one-year pregramme~for sponsorecTmanagfri. 

IRMA invites applications for faculty positions m management areas Hite: Accounting, Aort-buMnets, Costing, Financial 
Management, Human 'Resource and Organisation Development. International Trade, Manegament Information Systems, 
Management Planning arid Control, Marketing Management and Research, Operations Research, Personnel and 
tndustnai Relations, and Strategic Management. Appiicanta ehouRTtfoU doctoral or professional quaMicatJone wSh 
"rrinagariaf experience. 


ahouRTHokl doctoral or professional quaHficaSons wfih 


Those selected wilt be placed appropriately at the following levels: 


Senior Professors 
Professors 

Associate Professors 
Assistant Professors 
Faculty As sociates 


Rs.7000-0000 
Rs.5100-7300 
Rs.4500-5700 
Ra3700-5300 
R«.3000-4500 


Gross pay at tha minimum' 

Rs. 15,490 
Ri.11,800 
Rs. 10,630 
Rs. 9,950 
Rs. 8.280 


(*includsa HRA, contribution to PF and Superannuation Scheme) 
rteana w kVf ft applications to: 

The Director 

Institute of Rural Management, 

PO Box #60. Anand - 388 001 

Fax: (02692) 40188 Telex: 0712-242 Telephone: (02692) 23230/40177 


MADRAS SCHOOL OF ECONOMICS 

Faculty Positions 


MSE is looking for highly qualified economists for positions of Profeasor. Reader and Research Fatiow. CandMates 
must have the capacity for rigorous theoretical and empirical research to participate in it's course-based Ph D 
Prograntne and research activities. Candidates for Professor must have Ph D in economics with an outstanding 
academic record. Candidates for Reader must have teaching and research experience and publications in reputed 
journals. The total monthly emoluments at the minimum of the scales tor Professors and Reeders wii be about 
Rs. 14,000 and Rs. 11,500 respectively Candidates for Research Fallow must have Ph D in economics with 
attaast one publication in a reputed journal. The gross pay would be in the range Re 6000-9000 depending 
on qualifications. MSE prefers candidates with specialization atieast in one of die areas: industrial economics, 
environmental economics, capital markets and financial services and i nt e rn atio n al econom i cs. MSE win alto 
consider a p point m ent on visitingfcontractual basis. 


In tereste d candMatas may sand their applications along wit) cumctdum vitae and names of two re f eree s to 
the Director, Madras School of Economics, Centra for Biotechnology, Anna University, Madras 600 025. 
Fax: (044) 2352163 within 3 weeks of this adv ertis e m e n t. 
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new firms'tfcSJW Debt includes tone 
from financial institution*. foreign loan 
MiUtmcc and fund* raised through deben¬ 
ture Issues. 

The lean co mp one nt from institution is 
observed to be higher than the loan raised 
from other sources for the new firms. Though 
the convertibility clause of the loans from 
institution act as a deterrent tor linns to 
approach’ them (Sen 1979 and Ran 19X0). 
yet the presence of these institutions with 
sufficient voting power was expected to 
bring in financial discipline jPattl 1979). 

Some studies |Ruo and Rao 1975. 
Knshnamurthy and Sastry 1975) have 
pointed out the disadvantages of the nighcr 
debt-equity ratio for firms. Raising of debts 
beyond the limits of the specified debt- 
equity ratio leads to (a) illiquidity, (hi the 
availability ol credit is restricted, and to the 
cost of finding funds will increase However, 
(he advantages of debt linuncing are 11) (he 
low rates of interest. < 2) deduct ion ol interest 
paid Irom computation ol income tax. and 
(3|thc lower real incidence of loan repayment 
doe to inflationary conditions |Charirahoity 
19771. The other advantage ol debt is same 
the repayment schedule of loan is known in 
advance the firms can plan their cash flows 
accordingly. 


Analysis of Size of Issue 

The lowest amor .Mol public oiler in 1988 
was Rs 30 lakh and the highest Rs 593 4 
croft*. It is apparent from Table 11 that 7b 
per cent of all the issues belong to the lirst 
two sue groups with Pl'CG I alone 
accounting lor 69 per cent This pallem 
supports the earlier finding that 19X8 had 


been marked by uadi sized nano fiotu 
smalt and new firms. 

The Inverse relationship between the 
expenses of issue and the sire of issue is 
evident from Table 12. Expenses incurred 
by 51 per cent of the total issues ranges 
beween five and 10 per cent. This pattern 
is largely observed because, as the size of 
issue increases the proportion of fixed 
expenses to total amount of issue declines. 
This phenomenon coukl partly be due to the 
economics nf scale achieved on expenses 
like printing and advertising for larger issues. 
It ts therefore not surprising that the KMal 
expenses of an issue do not exceed 15 per 
cent. In tact 62 per cent of all issues have 
incurred expenses less than 10 per cent of 
the total amount. 

X 

Summary 

This paper focused on the (a) status ol the 
stock market m India over the past decade, 
and th) public issues of the private corporate 
sector in 19X8. The former analysis identified 
the trend in public issues and related it to 
the policies oi the government of India. The 
analyMsoi the public issues m 19XX identified 
the relationship bet wren the difletcnt sou ices 
oi funds and (actors like si/c of firms, size 
of issues, age ol the firms, and the industrial 
categories of the firms 

An increase in the number and amount 
raised through new and further issues have 
evidently resulted in the setting up of more 
stock exchanges. The earlier studies on this 
subject have highlighted that most often 
exogenous I actors like change* in bank rate, 
excise duties and saving rate have contributed 
to the observed fluctuations of (a) prices of 
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(5.73)' <6.451 (5 56) 
2636.3* HI 1.16 308 36 
(94.23) (93.56) (94 44) 
2796 % 941 9 326 53 


it 61 li t 65) 


40(1 z 1113 MW 1.3 .'/. » -.- — 

,96 t) (86 35) (92 14) (96 98) (84 72) (54.81) (93.25) 

4K5X 12 89 975 86 59(18 3*5 06 24 85 2767.72 
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ttereotritta lined in Ik stock market, and , 
(b) flow of fundc into the flock market. 
However, the terietof measure* taken in the 
I9S0 i like railing of interest rate on J 
debenture* ami introductk* of new secuntie* 
have not only attracted more invest menu 
but alto improved the equity cult in the 
country. 

Partly a* a result of government policies 
a little over two-thirds of the public issues 
in 1988 by (he private corporate lector were 
from firm* incorporated after 1980 with a 
paid-up capital ranging between RsO.OI and 
I crort belonging to the manufactyring 
industry. Almost all the issues (except 3 per 

cent) weiefoundto be undefwnuen. Thatch 

the analysis brought out an inverse - 
relationship between amuwd raised through 
public issues and term loans, yet these were 
the two important sources of funds for the 
firms. Interestingly, between eighty and 
debentures, though the number of equity 
issues was higher than the number of 
debenture issues, the amount raised through 
the latter was higher. 

None of the industries showed* significant 
amount of funds being used from internal 
sources. However, analysis by size of firm 
revealed that the smallest and the largest 
size-group of firms have accounted for 40 
per cent and 44 per cent respectively of ike 
total internal funds of all firms. Alao an 
inverse relationship between ex p enses of 
issue and size of issue was evident 

The foregoing analysis suggests that there 
was equally high reliance on funds from 
stock market and from instmidans. wftkft 
highlights the demand for funds by the 
corporate sector. Such a demand indicates 
the need for further d t utlepmewt of the 
capital market. Setting up of more nock 
exHuthges. mutual fundi and mnwhanag 
wider variety of muniments they be oatM 
in this direction 

The early 1990s have witnessed a spurt 
in the activities of mutual funds wh ich lad 
to huge mobilisation of tods by taNHt 
funds. This has resulted in the sett ing upof 
an independent asset management company 
by each mutual fund. These companies am 
supposed to advise the mutual lads on 
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roaueriofalloauing the fund* and managing 
the portfolio not only profitably but alto 
toward helping the growth of industries. The 
recent I tberai tsut ion measures and successful 
operation by mutual fund* have resulted in 
aoeitainde&ecof financial Uiitintermcdi at ion 
(Lalithu 19941. This also indicates an 
encouraging trend among the savers to save 
in the form ot financial assets. 

Despite increased slock market activities. 
* the number of shareholding population is 
estimated around 12 million and is 
concentrated mainly in the five cities of 
Bombay. Calcutta. Delhi. Ahmcdahad and 
Madras. Therefore, to increase the 
mobilisation ot resources, spreading rtf equity 
cu|t in rural and semi-urban areas is import ant. 
For this purpose, financial innovation in 
terms of instruments that offer the investor 
a safe rate of return on investment, liquidity 
and appreciation of capital is required. It 
is observed that trading in most stock 
exchanges takes place in a few scrips. This 
results in (a) increase in prices of a few 
seips. and (b) encourages speculative 
investment where security prices are decided 
by market sentimoms than fundamentals and 
working ot the company. Hence, measures 
are required in rectify this situation. These 
shortcomingsapan. the govcrnmmt’ s reform 
measures in the financial sector and (he 
measures taken to strengthen the capital 
market pnneru healthy growth of slock 
markets in India. 

Notes 

|This paper is largely baaed on the author's PhD 
them 'Financing of Private Corporate Sector' 
submi tt ed u> Bangalore University through 
Institute for Social and Economic Change. 
Ifatgnlurr. I an (fearful in V S Saiyapnya for 
hm voluble guidance I sincerely thank the late 
D T takdmmln. i C Santlcsara and Ro| Aggarwal 
for their useful comments Pravin Vitoria and 
R Pwatnswrtiy have patiently read earlier drafts 
of th is p a p er and provided editorial support Their 
usehd comments hove improved the contents ol 
thi s pap r rm a great extent. However. I am solely 
snsponsiHr far uy cm** that remam.l 

1 Scanty tsa fin a ncia l instrument and rep r esen ts 
eider ownership of creditorshtp claim on the 
wsmng audturity. 

2 hi recew years, brokers indulge m whai t> 
calked at grey marker operation Even he lore 
a pofafac issue ts open, positive expccuttnn 
obour the success of an Issue IS much dtsorsscd 
and unofficial trading takes place at a pnev 
higher dam the issue price before the fisting 
of the risue This has happened m the caw of 
H0 portfolio and Morgan Stanley 

3 Equity shares of dnrtdentFpying. growth- 
a rirmed companies wrdt a patd op capital «< 
at land IU S dure and a murker capaabsanon 
of nt least R* lOcrure nnd having more than 
20.000 rhwrhnhhT. are normally pul tn the 
speofkdgnwp The rest form the ane-speciAcd 
***•»> 

2 4 I nte res t rates for loans from term l endin g 

5,v; inuuufxms are a d w n mstc red 


5 The companies were a h owed te e ffe c t such s 
(Motion in two stapes, aa n tef y . 20 per cent at 
the time of listing arid the rest within a period 
ol three yean. 

A In January 1994, Morgan Stanley Growth Fund, 
a foreign mutual fund. mobiltscdKs%7 crere 
through public issues. 

7 As part of the financial sector reforms, this 
convcnibiKly clause has been dispensed with. 
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Improving Government Delivery Systems 

Some Issues and Prospects 


J L Bpjaj 

Rita Sturm 


Government delivery systems with respect to rural development are currently under scrutiny. This article examines 
the extent to which rural underdevelopment can be attributed to the failure of government delivery systems. What is 
examined are the causes of the inefficiencies of such systems which deliver government programmes to the community. 


GOVERNMENT delivery systems with 
respect to rural development are currently 
under scrutiny. The shortcomings in 
government functioning have heen widely 
commented upon. It is now being advocated 
under the aegis of the economic reforms 
presently underway that government delivery 
systems make way for alternate systems run 
by the private sector (PS) and NGOs It is. 
however, difficult to make an assessment as 
to how effective any new dispensation would 
be. The present coverage, both geographic 
aad sectorwisc. of PS-NGOs in rural 
development is not significant enough to 
warrant an appraisal 
Over the neat decade or so while the 
involvement of PS-NGOs in rural 
development will increase it appears unlikely 
that they can be a substitute for government 
functioning. The private sector will restrict 
their operations to such activities where a 
prescribed minimum mum to capital can he 
ensured and will scarcely be motivated in 
operate in backward areas As such they w ill 
occupy only a limited space in (he arena ol 
rural development The melange of activities 
comprising the social sector, development 
of infrastructure, and inputs like credit and 
agricultural extension tn (he 5.000 
development blocks of the country will 
continue to he serviced by government 
However, rural development administrators 
should take note of any signals, expressed 
in field findings or elections in venous tiers 
of local or Male governments, giving cause 
for reorieoMion of deli very systems to make 
(hem more responsive, cost effective and 
community-oriented. 

Notwithstanding the arguments of political 
scientists andeconomisit. venouxly. m terms 
of lack of investment, lopsided budgetary 
allocations. institutional rigidities, and 
problems of governance, this piper 
concentrates on te Issue of government 
delivery systems, especially delivery of 
economic s ervices at the grass mots level. 
Weaknesses in delivery systems compound 
the problem* arising from weak need or 
"fpprop ria fe p oticy.and sometimes lack ot 
political will even when the policy is apt tor 
» declared purpose A crucial question, and 
•** central theme of this article is the extent 


to which rural underdevelopment can be 
attributed tn the failure of government 
delivery systems. What is examined here arc 
causes of the inefficiencies of such systems 
which deliver government programmes to 
the community. 

The goods and services being catered 
to hy the delivery systems can he 
classified as: (I) Regulatory: police, 
revenue work, administration of justice, 
disaster management, environment, etc: 
(2) Economic, providing access lo means 
of production, increasing productivity, 
promoting employment opportunities, 
developing economic infrastructure, 
lacilitating creation of backward and forward 
linkages, managing common property and 
natural sources, etc; (3) Social Welfare: 
human resource development, education, 
health care and family welfare, nutrition, 
drinking water and sanitation, social security, 
etc. (4) Reformatory: land reforms, 
consolidation of land holdings, land 
development, etc 

This paper docs not cover the entire 
spectrum ol activities undertaken by various 
delivery systems. Some economic activities 
undenakcnthmughgovcmmeni programmes 
relating to rural development, agriculture, 
irrigation, health, education have heen used 
as illustrations. While the issues presented 
in the paper are of general nature, the 
examples and illustrations arc drawn largely 
Irom the experience in lluar Pradesh (UP). 

Dujvihy Syxti-.ms 

The government remains a very imponant 
conduit lot delivering economic and social 
services tothecommunity. Delivery systems, 
other than government, can he categorised 
as. (It Local scll-govcmmcm. Panchayati 
Raj instmiuons; (2 iCo-opcrati vex; (3) NGOs 
and voluntary agencies: (4) Users (arum and 
associations; (5) Pnvate Sector. 

Pam havati Raj Institutions 

The Panchayati Raj Acts were enacted » 
most states in the late 1940s and early 19$0s. 
In UP the Panchayati Raj Act came iron 
being in 1947 and the Kshetra Sarah! ami 
Ztltii Pan shad Act tn I %1, The tint election 
to the gram panduyats were heM in 1932. 


There arc. a present, nearly 74,000 gram 
panchayau, ranging in population from 230 
to 5,000 Areas of activity cover a wide 
spectrum, including education, sanitation, 
drinking water, etc. 

Although vested with authority to levy 
taxes, the panchayats have never been 
successful in mobilising adequate resources 
to undertake any meaningful development 
initiatives on their own. Elections to 
panchayau have heen held itreguiariy even 
though the act prescribes a tenure of five 
years. Frequent supersession, irregular 
electrons, paucity of funds, and till recently 
discretionary powers to the executive 
magistracy to suspend the village pradhan 
have been sorxr of Ihc factors leading lo the 
weak and ineffective performance of local 
self government institutions in the rural 
development process. 

This has been die situation in most states. 

It remains to he seen how the recerteaactmcnt 
of the Slate Panchayati Raj Acu at a 
consequence ol the 73rd Constitutional 
Amendment would be implemented in the 
states. Indications are that few functions of 
import; 1 to: are likely lo be transferred lo 
these institutions. 

Co-operatives 

Over ihc years there has evolved a 
comprehensive network of co-operattvns 
which deliver credit and a variety of goads 
and services in the rural areas. In UP itself 
8.600 primary agricultural credit so ci etjas 
arc affiliated to 60 diUriel co-oper a tiv e 
hanks. Inthccasoof thcLandDevciapaMUt 
Bank. 287 branches arc baked to S* Adtig 
offices. The quantum of credit. d Umm i 
through co-operative* is of an order af 
Rs 1.000 crore. There exist 314 mariating 
societies engaged in the sale at mariwuMe 
surpluses. The value of seed, fertiliser aad 
pesticide marketed through ca ogendtum 
annually is ahoutRs7U0crore.Co-apaodvas 
account for nearly 40 per cesu of tiw Mai 
safes of fertilisers. Co—aer goods we 
sold through co-opera ti ve * . Tike N oll e 
Distributioa System (PDSt is manned 
xabstantiafty by co-operauucMicianii.shorn 
4.300 of them. There are about 35 c»- 
opermivc sugar factories. Tie ftu h tiMk 
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Co-operative Dairy Federation (PCDF) with 
its network of about 8,000 co-operative 
societies, has a major role as a price setter 


handicap of NGOa ii their Imr than fife 
leaders. Personality based NGOs tend in 
lose steam with the call of their leader. 
Another problem area is the constant 
uncertainty about (tads. 
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pretturas bet rtf wougM an tae fume 
magtstrare to atkfeakI • dtapropedtanak 
amount of funds in say drinking wanpi 
handpumps in certain constituencies to ds 
detriment of other deprived areas where the 


m the milk mid milk product markets. Also, 
there are active co-operative structures in 
fields like fisheries, sugarcane, fruit and 
vegetables.. 

The effectiveness of co-operatives to 
strengthen small producers it vitiated by 
their vulnerability to local vested interests, 
political and economic. The beneficiaries 
have largely been bigger farmers. Irregular 
elections to these bodies have prevented 
the emergence of fresh leadership initiatives 
and thereby stalled the process of effective 
self-promotion through participatory 
management. 

NGOs and Voluntary Agencies 

NGOs have recently gained considerable 
attention as alternate delivery systems 
Governments have begun to actively seek 
the support of voluntary agencies in thp 
i mp lemen ta tion of government programmes. 
While a large number at voluntary agencies 
exist little has been documented about them. 

NGOs tn UP are operating in the area of 
rural development, health, education, 
environment and sanitation. There are 274 
NGOs in Hie state, registered with CAPART. 
Several more operate which arc not 
documented. The Chipko movement in the 
hills of UP is a pioneer. Bharatiya Agro 
Industrial Foundation (BAIF) has success¬ 
fully complemented government effort in 
the field of caule breed improvement, and. 
with a higher degree of efficiency. In the 
Training Rural Youth for Self Employment 
(TRYSEM) programme about 70.000 rural 
youth are trained annually. Training ranges 
from tailoring and automobile repair to 
computer data entry operators: duration 
ranging from three months to rate year. 

NGOs have developed technologies tn«i 
biogas plants and water handpumps to 
sericulture, and services from adult literacy 
tn thrift societies. NGOs also helped 
propagate earthquake proof housing 
technology tn the wake of the earthquake 
in (Jttarfcashi. In Bangladesh, the combined 
effort sot NGOs m promoting non- farm rural 
employ men arc substantially more than that 
of the government. NGO effectiveness 
emanates from an innate responsiveness to 
poverty alleviation, leaser bureaucracy, 
greater efficiencies in fund utilisation, their 
more manageable programme structure, and 
very importantly, their proximity to the 
recipient. 

Because of flexibility in procedure and 
compactness. NGOs adapt readily to local 
cMkafes They are wore at ease with local 
eavrnnmcat. They can be gainfully 
employed in the area of training and 
extension. TRYSEM training, and tnuntng 
women to r econ o m i c activities. Often tunes 
the single most significant strength and 


User Forum and Associations 

The concept of user forums, farmer 
associations Tor better management of 
economic services is being increasingly 
viewed as a vt able practice tor more equitable 
and ‘cost effective delivery. A greater 
involvement of beneficiaries in the 
construction, maintenance and financing of 
local projects is envisaged such as state 
tube wells, canal water management, soil 
conservation and drainage, micro watershed 
management, social forestry, community 
drinking water, con sumer protect ion groups, 
etc. The Indo-Dutch integrated Tuhewell 
Project (IDTTTPl in four districts of the state 
is illuxtrati vcof an ef fort in user participation. 
Under this project the state tuheweils are 
transferred to a society of water users. 
However, the experiment is Mill struggling 
against forces of class interest as well as the 
resistance n! government functionaries. 

Priwte Sector 

The state machinery is not the only mode 
for delivering social and economic services 
to the rural community. Higher levels of 
cosi-cllccti veriest are being sought in the 
pri vale sector. Private companies in a variety 
of fields from road maintenance to public 
leicphonccallofTiccs. transportation, schools 
and huspitals. power generation, etc. are 
finding a niche. Sulabh International has 
become an icon of a pn vale enterprise success 
in the field of public conveniences 

WkAKNFJtNF.s of GuvuNsrcvr 
Dkuvwiy Sysii;ms 

The weaknesses of government delivery 
systems can be considered in cither 
ideological terms, or systemic, or just 
managerial terms. The ideological is 
something very fundamental, and provides 
the Inundation lor the delivery systems. In 
fact, it is the very essence of the institution, 
imparting the ideological content. 
Entitlements, tl and when demarcated by the 
state, would be an illustration oi the 
ideological, eg, an entitlement to common 
property resources, dr a prescribed quality 
of a public good, sajg air. nr food security. 
Maharashtra has legislated an employment 
guarantee scheme which is in the nature of 
an entitlement. Ancntrtietncattxuiidcrwraten 
by the state. Ideally, h should he enforceable. 

The effectiveness ol the state’s 
enforcement mechanism would he a function 
of the systemic, its strength tested through 
its resilience to withstand attempts by vested 
interests to disrupt norms and procedures, 
and also in the state's capacity, at the field 
ievd. incorrect misdcmcanrxiraToiHustraic. 


need may be greater. 

The managerial aspect is the visible arm 
of the state, the channel through which the 
services are delivered. In conditions ol 
near-zero friction it will work as efficiently 
as the innate capacities of the human 
resources. It is only to be expected that 
variations in efficiencies will be 
considerable, to be set right through proper 
training and skill upgradadon. But this cannot 
be oversimplified. The managerial aspect i: 
a function of the systemic which in turn i. 
it function of the ideological. Th: 
shortcomings in the land reforms endeavour 
is a case in point. , 

The ideological aspect in land reforms 
was the state’s suspect motivation for 
redistributive justice and equity. Whatever 
motivation there was came to he reflected 
in legislative failings. The consequent 
institutional weaknesses exemplified the 
systemic shortcomings of its adjudicatory 
process. The inability of the state to enforce 
even such flawed legislation is an exemplar 
of the failure of the delivery system which 
showed up in its procedure and formalism. 
It is well known that even to date a, large 
quantum of surplus ceding land and patlas 
exist only on paper, with the pattedars still 
not in possession. The systemic or 
institutional shortcomings were mirrored in 
the managerial dimension of the delivery 
system, in that u wav a functionary of the 
status of a noth tahsildar on whom rested 
the responsibility for pleading the stale's 
case. 

. Notwithstanding the philosophical com¬ 
ponent and the apparent linkages between 
the ideological and the systemic, the paper 
seeks only to locus on the systemic and 
managerial weakness of the present delivery 
wherewithal The following aspects are 
discussed: 1 1) Lack of clarity of objectives 
f2t Lack of community panidparion; i J) A 
Muni culling edge: (4) Rentier systems 
(5) Over-centralisation and complicated 
procedures: tfil Weak interdepartmental 
linkages: 171 Ojtaqucncss in government 
procedures 

Loci of Clarity nf Ohtectivet 

The issue of luck of clarity nf objectives 
it very important. This is reflected in what 
is being monitored by the supervisory levels 
To illustrate, in the Integrated Rural 
fX-vc'opmcnt Project (IRDPj. mnniwnntf 
gets largely confined to the quantum >'l 
bans distributed and subsidy Juhursed. 
rather than the number of bcneftciaw' 
actually brought above the poverty line 

Small wonder, then, that the function-*') 
on the ficM mtsennstrue* the activity lot tfc‘ 
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va. Th« supervisory level it 
_ tern* fae elective, but only the 
sCtivhy. Often, the only occasion when the 
objective is monitored is when the 
jKogremme is evaluated on an overall basis ’ 
by another agency such as the UP State 
Planning Institute. 

In the case of JRY. the target being 
monitored is how much money has been 
spent, whereas the objective of the pro¬ 
gramme is the creation of wage employment 
for the purpose of cresting durable 
community assets The latter, in turn, would 
result in opening up opportunities for 
sustained employment. The construction of 
a link road leads to wage employment during 
the period of construction, and in the longer 
run opens up the village economy to 
expanding markets. What requires 
monitoring is as to how much ol such durable 
assets are actually being created. Thousands 
of kilometres of kutcha roads constructed 
under NREP. RLEGP. JRY have already 
been washed away, a loss which has receded 
into the background For the field 
functionary, the objective is to expend the 
funds because that is the activity which is 
primarily being monitored. Hence, regular 
physical verification of projects is a casualty 

This situation is not confined to ihc states. 
The release of funds by Government of India 
iGOI)undcr poverty alleviation programmes 
depend upon the amount ol money which 
is spent by the stale. In like manner, funds 
from state headquarters flow to (he districts 
on the basts ol the amuuni spent. So. the 
expending of lands becomes the be all and 
Ihc end all. and the basic objective is lost 
sight of. The obsession of the entire delivery 
system extending from the village level 
functionary up to the state level is to spend, 
rather than to sec whether the basic objectives 
have been achieved. Even ai the evaluation 
level, when it would he expected that 
perspective accounting would figure 
prominently, it is not examined whether 
JRY employment is complementing market 
employment, or substituting it. Neither is the 
quality of assets being regularly ascertained 
Nor is it comprehensively being evaluated 
whether what has been created reflects the 
felt needs of the community 

Under the Million Wells Scheme (MWS). 
for three years. UP was directed to take up 
construction of masonry wells or land 
development works. For UP. where masonry 
wells were obsolete, the water level having 
laden because of tube welts, the idea of 
spending resources on masonry wells was 
anathema. The fart that masonry wells had 
‘ucceeded i« parts of Andhra Pradesh, and 
Bihar was considered reason enough to 
impose the scheme on UP. The felt need 
°* the famuif community in UP was for 
during and lubewells. It took the state 
government three years to convince the 
centre about the efficacy of taking up 




boroweili under MWS, Meanwhile predate 
resources and time was lost. 

The lack of prioritisation Is all too 
apparent. Job descriptions of the Village 
Development Officers (VDOs) lists 64 
activities. The Chief Development Officer 
(CDO) oversees shout 38 dejnrtmenu, and 
chairs something like 20 committees. Due 
to a general lack of focus there remains 
considerable greyness of objectives at the 
implementation level. Agency goals tend 
to veer around to targets dispiayable on 
paper; the factum of the loan and subsidy 
having been disbursed is the puimary 
concern. Into ihe background recedes any 
conscious pursuit to raise the family above 
the poverty level. The real goal gets lost 
in the accent on embellishing the 
demonstrable. The package delivered 
remains incomplete. 

An incptilude prevails, quite systemic, to 
overcome ihe norm of numbers as targets. 
The seeming helplessness at both the district 
andstatc-level to break away from the number 
target syndrome, needs to ft probed. It is 
an altruism that unless the change is effected 
ai the source, i e. the centre, it cannot be 
effected down the line. If one state alters 
tracks, focusing more on quality than at 
present, ii may end up at a disadvantage with 
respect to other stales in terms of fund 
allocation. An instance of a maverick 
collector comes to the fore who decided to 
work on quality at the expense of quantity. 
It was hardly surprising that his district 
ended up at the bottom of ihc heap in the 
stale’ sevaluation of the 20- Point Programme. 

The number of school buildings is 
increasing, bui the package aspired lo remairi 
incomplete because of poor design and 
maintenance, absenteeism of teachers, 
archaic syllabi, lack of essential teaching 
aids, etc. Similarly, in the rising number of 
hos|Mt,ils. an obvious di stonion is the plethora 
of doctors and specialists as compared to 
woefully deficient nursing. Hygiene 
standards and medicines, and other critical 
facilities arc far from adequate. With respect 
lo the IRDP. while every year, for the last 
decade, about four lakh beneficiaries have 
beenfirnvidcd productive assets, and nearly 
70,000 rural youth given TRY SEM training 
annually, yet so far no successful mechanism 
has evolved to follow up on the initial 
investment. Once the annual targets are 
achieved, the exercise begins for the 
following year. 

The institutional structure does not 
encourage endeavour beyond the mere 
activity of say artificial insemination (AI) 
for cattle breed improvement, which may 
not result inconception. The movets confined 
largely to reporting the figures of the AU 
performed. The actual conception would 
entail that a whole range of activities would 
have to be supervised, namely, the access 
of the animal to the facility, ihe timing of 


(he receptor animal coming into heat, the 
re t en ti o n of potency of the frozen semen 
through p roper storage and p ower supply, 
supply of liquid nitrogen, and veterinary 
facilities. 

Another question mark is the extent to 
which physical targets retire lo the felt needs 
of the community. The programmes are 
prescriptive. A glaring example is the JRY. 
imjviementeid uniformly throughout the entire 
state, without taking cognisance of major 
variations in wage rates and levels of local 
development and infrastructure; the market, 
wage for agricultural labour in Bunddkhand 
it about half that prevailing in Meerut 
division. In brief, the centrally-driven 
packages often do not recognise the diversity 
of the agTO-climatic zones and the 
heterogeneity of the socio-economic 
structure in this vast state. 

Lack of Community Participation 

The lack of community participation 
fosters impersonal delivery systems. 
Reclamation of user land and maintenance 
of social forestry schemes can be successful 
only through involvement of user 
communities. The increasing number s of 
electricity transformers damaged due to 
illegal overloading reveals the futility of any 
prevention exercise without community 
participation. Evaluations of social forestry 
projects have identified absence of local 
partici pal ion as the foretnoM cause forfadure. 
The evaluation report for the Drought (tone 
Areas Programme in Banda district has 
concluded that the micro-watershed 
programme would not succeed without focal 
co-operation. 

Not only are defects in execution 
disregarded when community psrtmpaooe 
is wanting, bu. user concerns are also 
overlooked. The apathy to integrate 
programmes to the requirements and 
perceptions of the user communities resulti 
in situations where contraception fi g u res me 
touted without regard to the actual control 
of fertility, or correlating contraception wfch 
changing social behaviour. Again, repair 
and maintenance of India Mark, II 
handpumps in the village* must aw a it 
mechanics from the UP Jal Nigam 
headquartered m the Block. The wafca g 
period could tie a week. The tituationewM 
easily he obviated by utilising local 
mechanics, to this respect, mea abers of dm 
usir c ommun ity could also be I 

Bbau Cutting Edge 

The state machinery is cast inn i 
mouM. The administrativeetta*ttaadifaM 
everyone who is not a rillspMewl 
functionary is a wpnreisor. Thareasaa 
layers of officials aU i 
the hmufficicatfy trained and < 
motivated function a r y at the i 
And, the cutting edge is Mom. 


•i 

3 


* 


a 

i 

it 


{ 

r 


■VI 


'a, 

•vy 




Eowetplc 1 PtoNricai Weekly May Tt. 1995 


M-» 



The imptemcouiion of the ceiling bw» 
exposed both inherent structural defects in 
legislation. and a hlumnesx m the cutting 
edge of delivery systems. State interests and 
through it. the interests of the land allottees 
came to he advocated by overworked and 
undcrskillcd lower level revenue 
timetKMianes of the rank of a nuih-uihsiklar. 
On the other hand, btg landlords engaged 
(he best legal icsoun.es to drive wedges in 
the taw for keeping intact (heir vested 
interests. 

Another reason for the lack of sharpness 
of the frontline administration is (he 
plethora of functions which the village 
level officials, e g. the Lckhpal ol the 
revenue department or the VDO ol the 
rural development department, have to 
perform over a very wide geographical 
area. There are 9.000 VDOs and another 
9.000 village panchayat officers in the 
state. These village level functionaries 
have some common activities, and oversee 
on an average 10 gram panchayais with an 
average population of 1.500 each. The 
primary objective of the rural development 
programmes is to help raise the rural poor 
above (he poverty line. There are on average 
700 households below poverty line in each 
VDOcinrlc. These multipurpose village level 
workers arc supervised by an average ol 
seven Assistant Development Officers 
(ADOs) who arc drawn from various line 
departments, namely, agriculture, co¬ 
operatives. panchayai. rural development, 
minor irrigation, rural engineering, statistics. 
etc. The ADOs are assigned generalist duties 
of supervision on an spatial basis by Ihc 
Biock Development Officer (BDOl. 

The ADOs are by training subject matter 
specialists, and their primary responsibility 
ia to provide the input in iheir various 
fields. Today, they are neither effective 
supervisors for VDOs. nor ate (hey useful 
cutting edge functionaries. One of the 
important reasons is that input and extension 
delivery mechanisms have undergone 
transformation, m moving away from the 
block adiKiusiration. Such perceptible shifts 
should have given cause for redefining and 
consequent recasting of the rote ot the block 
level functionaries, which did not take place. 
ToiUustraie, formerly, the ADOtagrkultiirel 
was incharge for agricultural input supply 
for the block. Additionally, this ADO 
supervised the agricultural extension 
component of the VDO s job chan. The 
government functioning m the agricultural 
sector, as hascvolved. has seen the traditional 
duties of the ADO I agriculture i cunwdciuN y 
lessened with the increased role of the co¬ 
operatives and private sector in the supply 
of inputs, and the introduction of the Tra i n ing 
and Visit <T and V) system lor agricultural 
extension The ADO lagricuhure) has in 
effect been reduced to performing, 
increasingly, non-agricultural functions. 
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The. original contnumlty dev elo p m ent 
programme hod ucommumty heuring moving- 
on to u household approach with poverty 
alleviation as the mqjor objective, Formerly 
the approach was in also cover the social 
aspects of the village, with emphasis on 
activities like Yuvak Mandats and Muhila 
Mamlals. till ihc more economic activities 
came <o occupy cent rest age. Today when we 
evaluate the household approach to rural 
development it tsbrought out that the cutting 
edge hus been matte blunt becuuse the village 
level luncfionury has far too many households 
to deal with in a focused manner. Individual 
protects have to he designed lor households. 
Neither did the original community 
development movement envisage a changed 
role as at now. nor has it adapted itself 
effectively to perform in terms of net benefits 
to the families in context of production and 
productivity. The VDO is on able to property 
assist his eliem households. us he interacts 
wnh a larger number on a superficial husis. 
The upshot M a diffused effort. 

An aricinpr was made to strengthen the 
block level administration by making Ihc 
ADOs ol various line departments more 
accountable lo the BDQ, through the 
revamping uf a govemmcni order of 1961 
vintage The effort could not succeed 
hccausc of petty departmentalism. Even Ihc 
committee to review the existing admini¬ 
strative arrangements lor Rural Development 
and Poverty Alleviation programme 
recommended, "...the block development 
office should he (he sheet anchor of the 
entire rural development process...": the 
Committee went on to recommend that all 
junior IAS ol Ikers (unction as Assistant 
Development Commissioners (incharge ol 
a block). This was recognition of the need 
to make theculling edge sharper) Rao I9K5| 

Kculier System* 

User charges in almost all the states arc 
extremely low. Large expenditures are 
incurred in providing irrigation, veterinary, 
and medical and health services. To illusiniie. 
the operational costs, including interest on 
capital works, with respect to irfgalion 
network in UP amounts to about Rs MOO 
ernre annually, whereas revenues from water 
charges (ill recently wax about Rs 1(5 crurc. 
There was an annual deficit of nearly Rs TOO 
ernre incurred in Ihc fund wrung of irrigation 
works While the average expenditure for 
the irrigation network was Rs 1.132 per 
hectare. Die revenue was an average of Rs 137 
per hectare. Even after I he recent revision 
ot irrigation rates hi the stale, the annual 
deficit will tull he over Rs SOU crane. 

The state veterinary services, loo. are 
heavily subsidised. The charges for services 
remain at 1950 levels. Whereas the cost of 
treatment per animal »Rs 10, only 30 parse 
is charged. Artificial insemination com per 
aramai arc Rs 15 What is actually charged 
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■is jusi onc rupee. The cost Of vuedMtoo 
service* i «Rj< 10, hot orrfy I Opaim is charged 
While the examples can be multiplied, 
the above two instances Hhistrete a tack of 
incentive for a realistic user demand. It 
encourages, both, users and deliverers to 
skim o(T rents from the system. In the ease 
of irrigation, the more dominant and 
resourceful of users are able to appropriate 
for themselves a share ol benefits 
substantially in excess ot what they have 
paid for. Pan of the rent is passed on to the 
delivery system who have the power to 
allocate and ration scarce resources like 
irrigation water. The delivery system is 
corrupted to the extent that it can distribute 
patronage. The same holds true for the other 
illustration where the influential and well- 
endowed farmers ore able lo acquire the 
subsidised vaccine lor themselves despite 
the fuel that they arc well placed to 
compensate t he actual expenditure incurred 
Whereas the poor man’s share of the vaccine 
is susceptible to being disposed in the open 
market at a premium, with (he rent being 
skimmed off by the managers of the delivery 
system. The non! is to create mechanisms 
whereby non-productive usages of public 
resources are reduced. This will he possible 
through charging actual service costs and 
secondly, by empowering association of users 
to help evolve more optimum resource use 
patients 

Over-Centralisation and Complicateil 
Procedures 

Over-centralisation of functioning kills 
iniliativc. Largely, purchases arc effected 
centrally, causing delays. Regulation* air 
not in keeping with present demands ami 
requirements of the public, c g. the store 
pun-hose rules in UP were framed in 1935 
They ure heavily centralised. Procedures xrc 
time consuming, cumbersome and lead m 
com escalation. One iucct of over-regulation 
is (hat there an- ion many regulation loom 
in be filled, certificates and NOCs to tv 
attached. At the some time, the public. ji 
exigencies arise, are tempted in resrni ic 
irregularities which breeds corruption 

An illustration of over-centralis* ion n 
the ease of state agricultural farms when 
delegation is so weak that the farm 
superintendent is unable to get a fern* 
mended without elaborate procedures ami 
sanctions required from higher authentic' 
Rigid procedures which demand that all 
mechanical repair work on agricultural 
I m plemen t s he unde rt a ken by the UP Sine 
Agra-Industrial Corporation without repd 
to logistics or economics adds l« p<** 
performance and indfidenews at usk-om 
farms. 

Went truer-Departmental Uthtge* 

Lateral linkages and commenitsiiw 
b e t wee n firac t mnert es ofvertoradeptn* 1 *, 
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'mMuM’ ofcuiffbc line from (Sc secretariat 
level through the dharict and block, down 
toihc village level. The IS different village- 
level functionaries interact with the 
community xcparatciy. There is no existing 
mechanism to enable an integrated team 
approach at the village level Hence, the 
pooling o( resources and advantages possible 
from any complementarity in village-level 
functionaries of various departments does 
not take place. Oltcn, there is duplication 
of effort Many u time, (unctionarics appear 
to be working at cross purpose. 

The village-level worker I or the Dcvclop- 
ment of Women and Children m Rural 
Areas tDWCKA). the angunwadi worker, 
the village health guide, ihc literacy 
campaigner, the village dairy co-operative 
secretary do not link up even when their 
subjects are so closely interlinked Though 
all the village-level funclionancscongrcgaic 
every week ai the Kisan Seva Kendra ihea- 
ate no instuuiional linkages between them 
Each looks ai his work in terms ot scciunan 
or narmw physical targets father than ihe 
higher obtectives aspired lo 
In ihc present-day dispensation there is 
greater need lor co-ordination among 
departments and specially at the district level 
Unlike the past when almost all linancial 
inflows were from departmental budgets, 
today's programmes and projects arc being 
lunded from many dillcrcm sources. 
Presently there is need lor greater co¬ 
ordination and enhanced capacity lo use 
resources optimally This entails greater 
responsibility mi ihc implementing and the 
donor departments lo ensure ihai binds are 
released on lime, works executed. jcciHinis 
reconciled and utilisation reports submitted 
To illustrate, the soil conservation and land 
development project in a micro watershed 
area has funds flowing in ln>m iheagnculiural 
department. IRY. IRDP. Drought Prone 
Area Programme 1 DPAP 1 . Common Area 
Development Agency, mulnlaicr.il donor 
agencies. Wasteland Development Board. 
Potest Department.etc. Each binding source 
prescribes its terms and conditions, c g. lor 
JRY funds the norm id Mf40 labour to 
raalcnai component must he maintained 
Contractors cannot he employed w execute 
the works. Funds trom the Wasteland 
Development Board i ,tn only he channelled 
thruwfh NOOs IRDP funds can he used 
only for those hetow the poverty line To 
be able louse funds optimally with so many 
different cunstnants requires admitmir alive 
skills and innovativeness ol a high ordet 
Abo to he taken note of is the magnitude 
of the JRY wxirtu being undertaken in the 
date which it illustrated by the si/e of the 
uwtl«y (ahnort Rs I.000 crorc per annum). 
Soma districts have an oxitlay ol 45 cmre. 
The DRDA. is til-equipped to monitor 
ex p ead fau r e* of such a high order. The 
engi«Mrb«aktltx m position on the fickl ore 


inadequate to construct and tnairaain civil 
works. Systems have lo he evolved for 
cfTieicnt dove-tailing of funds to meet the 
conditions of the IRY as well as create 
durable ntral assets resulting in the opening 
up of long-term sustained employment 
opportunities. 

Opui/iirnexi in Fmu'titming 

A general lack of inlormation about 
government programmes prevails in the 
community. The nature ol government 
functioning is such that u is not given to 
dissemination of inlormation. To illustrate, 
the amount of' tunds being made available 
10 each Gram Sab ha under ihc JRY and list 
«f sanctioned projects till recently used to 
he closely guarded from the community by 
the pradhan and village panchayal officer. 
Denial of access lo information is not only 
in the context ol the xtaic-hcncfictary 
dispensation hut also between different 
ranks ol the officialdom's hierarchy. This 
leads to an opaqueness in day-io-day 
functioning 

MwAt.lSl, DllJVI.kV Sss'ii.ms 

Having looked at some of the systemic 
weaknesses in the delivery system, n will 
he usetul lo examine the shortcomings in the 
visihfe arm ol ihcdeftvery systems, namely. 
Ihc govcrnincm tunslnmancs who interact 
wun iIk’ community, those *ho supervise 
them and their cadres that constitute ihe 
human resource uspcci of Ihc delivery 
systems. Their motivation lo deal with ihc 
task at hand, their levels ol’ skill, 
responsiveness, clc. are laclors which need 
lo be laken slock ol 

Some ol ihc issues allccling ihc quality 
ol the delivery systems can he listed as 
follows: 1 1) Low motivation: (2) Regulatory 
mind set: and 13) Inadequate skills. 

Lin c Minivitiuni 

li is almost a cliche that the officials 
manning the government delivery systems 
have low motivation The question ot low 
motivation is being examined here in ihe 
coniexi ol (he government fuiKitonary's 
perception about his roic as an agent of 
change, as a catalyst tor reform and economic 
bciicrmont. and more recently, usa facilitator 
lor improving produciiviiy and value 
addition. 

One ol the reasons lew low motivation is 
the prevalent work culture and administrative 
erhos in any government department, he it 
the district social well arc ulffcc. the ruhcwctl 
operators, the electricity Imcsman. or any ot 
the state tcvd directorates, A sigmficaM 
portion of official lime is spent in 
admmiMcring the routine and typically 
bureaucratic component of any large 
organisation, rather than in planning 
i .cutting and mnmtoong pro g ramm e s . As 
a result of inadeq u ate o x c u niooof p er so nn el 


policy, the process of transfers, postings, 
continue* usually right through the yew 
Enquiries, court cases, union demands, etc. 
take up considerable time aad energy 

This is not to say that there does not exist 
enough reason for such situations. Take the 
ease of the Village Development Officers 
(VDOs). There is an example of such weak 
cadre management that in JOyxrare. spanning 
a career, these lunctKmarics dkl not even 
have the opportunity loP one single 
promotion. A majority ol them retired on 
the very same post on which they were 
recruited. This is true ol several other cadres 
as well. Service rules have nut been reviewed 
regularly to incorporate changing 
circumstances. Annual Confidential Reports 
(ACRs) arc not written on time, leading to 
delays in departmental promotions, with the 
only in be cxjeeled accompaniment of 
burgeoning legal tangles about promotion 
and service issues. Pointed iniertcrencc. 
more specifically, with respect to placement* 
and pnwmxbins. impacts on morale with 
consequences lor mobvjtKwi and efficiency 
At more senior levels the willingness of civil 
servants lo withsiand political pressures hoc 
also eroded. Of course the question remains 
open whether civil servants have become 
more self-seeking, or whet her I he politician* 
have become more smdeni in mffwcncmg 
decisions. 

Ycl another factor comrihuting w low 
motivations is a singular absence of 
apprec iation and award system In fact there 
is an increasing tendency louse transfer* and 
postings as insirumcnis of reward .nod 
punishment. ACRs arc often based on 
subjective considerations which may have 
nothing in do with menu This Ind* N> 
lassitude an<! indifference among good 
wor 5 rs. further aggravated by selective 
implementation ol established sanctions 
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The officials. by way ot perc ep tions and j 
mind set. ore inadequately p re p ared totonac j 
the pace of development through MveexuMf j 
delivery systems.Thedcf icicwciessa em f w q n 
weak training and lack of concerted oAut " 
lo upgrade skills. The shift in emphnris Aon 
thcadWandpmcrahrtmoxiMtniiopafaMny ■ 

admmtst radon lo a more pcrepcxsrvo-MicmDi J 
planning and development taihe IVMht arm ;-J 
not aevompamod by vtmmemmmm ildMk 
geared towards tmrvnmg produ c tivi ty jg| 
welfare The adminbctratian at ihc tm» 
rental nod cokuwd and pwmaum) Acnh 
(nt he benct Us provided by the SMMWIMnud 
selective. The carry over trom dm pout wan 
the all too encompnssuig ''mi-treat' 
syndrome. The pn t ron i a ng pn marts. very : 
ci cmonul in scope. a ha n g o ve r of thu Rrg. j 
was the imagery wfach saracxcd dtu new 
recruits to a career in the fMCMMHM j 
bureaucracies. J 

‘By and large the <atm of adminhuntiml 
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' is fin fighting, patchwork de de toos. and 
piecemeal planning, given to a culture not 
conducive to efficiencies and optimisation 
of resources. The latter requires a discipline, 
application of the faculties, and a capacity 
to go into detail. Very short tenures, lack 
of continuity, lead to suppression of 
information. Ofteniime. well meaning 
successors begin reinventing the wheel 
instead of building on the work of their 
predecessors. 

Inadequate Skills 

With the emerging new economic climate, 
government deli very systems find themscj ves 
deficient in modern management techniques. 
Complacent in their old work culture, the 
transition to a more professional approach 
has been tardy. Take the case of computers. 
Despite the acknowledged efficiencies of 
electronic data processing, the use of 
computers at all levels of the offiaal hierarchy 
has been resisted or at best lackadaisical. 
While some view it with suspicion, others 
are daunted by it and still others too set in 
their traditional ways to attempt anything 
new. 

With greater emphasis on creating more 
self-employment opportunities in the rural 
areas, the BDO, for instance, with a routine 
knowledge in agriculture, irrigation, poverty 
alleviation programmes will be unable to 
deliver effectively the services to the 
community. New skills will have to be 
acquired, old ones upgraded, in the area of 
project formulation and appraisal. At all 
levels there exists a tendency to take off- 
the-cuff decisions rather than based on 
scientific methodsofdata analysis, sensitivity 
teats, forecasting, etc. 

SntAiGoiEs fob Improvement 

The culture of development administration 
is formalism rather than functionalism. 
Bureaucracies would be more effective if 
they paid less attention to form and more 
to substance. This would imply fewer over- 
ambitious plans. Officials would have to be 
more beneficiary oriented. What needs to be 
undertaken is a harder look at the reasons 
why the implementation of p rog ra mmes to 
attain central policy objectives is falling 
far short of satisfaction. The measures for 
reform of delivery systems to make them 
more cost effective, accountable, and res¬ 
ponsive could be initiated in the following 


(I) Stressing Clarity of Objectives; 

(2) Emphasising Perspective Planning; 

(3) Encouraging Community Participation 
and Local Initiative; (4) Postering Greater 
Tra n s pa rency in Functioning; (3) Evolving 
improved Mechanisms for Co-ordination; 

(6) Decentralising and Delegating; 

(7) Effecting Economy in Management; 
(I) Building Incentives for Realistic User 
Demand: (9) Reducing Gender Biases: and 


< 101 Improving Per s o nn el Minapcmcat. 

Clarity of Objectives 

The development effort has to shift from 
the norm-based to the need-based paradigm. 
The delivery systems wilt have to be made 
more responsive to social needs as perceived 
and articulated by the community. Greater 
focus on actual improvement in the quality 
of life will help redefine official functioning. 
More substantia) gains as the rod result need 
to be targeted for. as contrasted with the 
implementor's present preference for merely 
initiating some activity. In this respect, there 
needs to be more clarity about objectives in 
government directives. 

Very importantly, the monitoring and the 
evaluation which is being carried out has to 
be in terms which ensures that the broad 
objectives are being attained. Shortcomings 
will lead to identification of causes, down 
the line, which will seek answers to questions 
whet her entitlements have been determined, 
whether there are structural weaknesses in 
the implementation machinery, or whether 
it is just laxity of an individual functionary. 

While it is practical to break down major 
policy goals into activities which con he 
monitored, for instance disbursement of luum> 
and subsidies loenable households to emerge 
above the poverty line, the main objective 
should not be lost sight of. The activity being 
monitored should include a regular follow¬ 
up and a clear message must go down to the 
field from the monitoring agency at the state 
level that the ultimate evaluation of 
programme success or failure will be in 
terms of the main objectives. Once the 
monitoring system is geared in terms of 
assessing achievement of policy objectives 
rather than activity there is bound to be 
generated greater pressure for improvement 
in programme content. In this light, the 
system of monitoring needs to be examined 
rod reworked. 

Perspective Planning 

Perspective plans employ and take stock 
of resources available over a longer time 
frame, as also fix objectives which come to 
fruit m the long run. The lack of perspective 
planning, to some extent, is due to an 
understandable penchant for short-run 
populism and visibility m the state-level 
political process. So. for instance, because 
animal breeding and opgradation of milch 
cattle entails longer gestation periods, such 
programmes coroe to be neglected both from 
the point of view of resources earmarked snd 
implementation. 

A clear linkage bet ween the broad policy 
objectives and the delivery systems in 
district-level perspective plans, will Have 
impticatiom for a sat of prescribed activities 
in the district, linked consciously to policy 
objectives, whe th er with rasped to more 
gainful employment by raising agricultural 


production through irrigation, and* imn- 
,, optimum deployment of inputs tike tfnrtitiMr 
and credit. (Vrai sing milch cattle productivity 
* through technical inputs. 

. District plans have usually remained a 
statement of exaggerated demands rather 
than an integrated plan. Meaningful exercises 
at district rod block levels has not been 
possible because there has not been 
competent agency to formulate such a plan. 
It is left to an ill-equipped district economics 
officer to aggregate and compile information 
about t be demands from various departments. 
Reduced to a mere ritual. the plan formulation 
exercise does not take recourse to any 
interdepartmental integration or incorporate 
area specifics. This situation can be remedied 
by devising a system by which an 
interdisciplinary team at the district level, 
drawn Irom officials, non-officials, 
academics and others would draw more 
reaiiuic and purposeful district plans. 

In any case, with the advent of the new 
panchayati raj dispensation, and more local 
taxes being at stake in the future, the district 
plan cannot remain a pedestrian collection 
of chapters giving a routine narrative of the 
various departmental activities inthedistrict, 
all unhinged and un-coordinated. A clearer 
assessment is needed whether the melange 
of activities corresponding to the aspired to 
objective is commensurate with the resources 
available, in both a limned and longer lime 
frame. 

Community Participation and Local 

Initiatives 

Community participation is a process, not 
a sporadic event. Hence avenues for 
constructive participation have to be 
institutionalised. Systems have to bedevised 
to motivate local initiative in the community, 
for which user groups will need 
strengthening. In some circumstances local 
people can also be engaged to deliver at 
least some component of a development 
package for which an honoraria could be 
paid. A case in point is the village 
anganwadi worker, who is a local resident 
and receives a fixed honorarium. With 
appropriate training, the members ofvillage 
co-operative management committees can 
be called upon to handle programmes with 
a strong total content, to illustrate, in the 
manner of women dairy co-operatives being 
used as effective vehicles for dissemination 
of population control information. 

A facilitator in this form, and who is also 
representative of the interests partaking of 
benefits will help recognise the diversity 
and (he heterogeneity on the ground. This 
marks s movement from impersonal 
bureaucratic delivery systems to something 
more user-oriented. JRY. due tp Its more 
participatory decision-making co m po nent, 
led to a more amanfogftil resource utiRsmidn 
than the RLB&. The effort can be sustained 
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introducing integrated approaches, 
improving communication, and increasing 
accountability. Proper training capsules 
should generate problem solving attitudes. 

Decentralisation through local government 
as envisaged in the Panchayati Raj would 
not only encourage local elTon but also 
catalyse integration at the local level. For 
instance, purchases tor women ami child 
nutrition programmes, if decentralised 
realistically could sec local DWCRA 
entrepreneurship rise to ihc occasion in 
supplying ground cereals lor anganwadis. 
etc. 

Demand groups have to he activated to 
enable the poor to gain wider access to credit 
and infrastructural facilities. The state should 
help activate demand groups pressing lor 
skills and tools, as distinguished Imm their 
present perceived status. a> passive 
beneficiaries in a social security system (ype 
of situation. 

Greater Transparency in haul timing 

Transparency in government I unci inning 
and simplification of procedures will make 
delivery systems more accountable and user 
friendly. When village pradhans were 
entrusted JRY funds for construction of 
community assets, the village community at 
large did not have knowledge about the total 
funds received and the annual expenditure 
incurred on various projects The pradhan 
and Ihc village panchay at olliccr. who jointly 
operated the pancluyat account, kepi the 
details a closely-guarded secret. 

To check leakugc ot funds and ensure 
greater sc countability government made it 
mandatory for information to he posted 
publicly about the works executed, estimated 
and actual expenditure and savings it any 
The displaying nl relevant information on 
bulletin boards at public places and 
community halls resulted in community 
pressure on pradhans to account for public 
funds.and had the effect ol many unfinished 
projects being rapidly completed. 

* Thequesltonolacccssioinformation.and 
knowledge about entitlements, and legal 
rights portcnlious. The premise being that 
the deprived and the disadvantaged can he 
more secure within institutional frameworks 
rather than through notions ol slate 
benevolence mrrmred through « village-level 
official. Thus, an unemployed landless 
labourer needs to know of the existence of 
JRY works in hri village or neighbourhood 
pr escri bed m in imum wages, and remedies 
in the event of default. 

A Adler use of information technology 

and eiectwadcdat a prooesaing for increasing 

eflkkncy and reducing corrupt ion This is 
ilhimawd by comp ute risation in railway 
'tarnation. In other areas, also, the use of 
information technology as support to 
deol i i o n mating can be instrumental ie 
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reducing corruption. eg. the use of linear 
programming methods for charting out the 
most optimum transportation routes ofhuses. 
milk and oil tankers, etc. 

Improving Co-ordination 

Inter-departmental co-ordination reduces 
duplication and wasteful effort. More and 
more, in the future, funds are likely to flow 
from several sources into projects and 
programmes. There is an urgent need to 
make radical changes in present delivery 
systems to lake into account this emerging 
trend in funding. The nodal agency, 
responsible fur implementation, which used 
lobe accountable for its own tine department 
has now become accountable to so many 
ditferent agencies. To compound the 
situation, each funding source insists on its 
own terms and conditions. Hence new 
procedures have to be designed for meeting 
this funding mode which might entail carving 
out new mechanisms for implementation. 

Present-day attitudes, constantly seeking 
to position departments in situations of 
vantage, at the cost of work efficiency aid 
beneficiary interest, will have to undergo 
transformation. There will have to be greater 
emphasis un working collcctiveiy.by nuking 
lull u\e ol each department's comparative 
advantage in expertise. This calls for a 
rationalisation of such departmental 
lunctions which arc not mutually exclusive, 
and need to be closely co-ordinated. Such 
clubbing together docs not imply the merging 
of identity ot various departments. It 
emphasises the requirement for a more than 
superficial co-ordination. This would entail 
that sugarcane and sericulture should come 
under the Agricultural Production 
Commissioner's wing concerned with 
activities relating to rural economic activities 
and crop husbandry. Departments pertaining 
10 social Services could come under the same 
umbrella, as also engineering disciplines for 
public works he brought together. 

The commonalities in the functions of the 
dif ferent departments dealing with nutrition, 
health and education should be co-ordinated 
into an optimal effort. Such an effort coukJ 
be dovetailed through a project approach 
with well-defined objectives and time 
schedules, e g. a dairy project Which would 
sec a combined effort of the de pa rtments of 
dairy development, animal husbandry, 
agriculture and the cooperatives. 

Oftentimes, decisions for employment 
generation programmes flounder because of 
weak co-ordination with supporting 
restitution's outside government, like bonks. 
NGOs. universities, etc. With the likeHtood 
ofNOOs, user forums, etc. playing a larger 
role in the delivery of economic service*, 
the issue of co-ordination b et wee n 
government and such agencies H o mes 
greater importance. While systems we 
already inplaoe for Co- nrrtinnrinn with hanki 


at (he state, district and block levels simitar | 
m e chanism s wit! have to be developed with I 
respect to NGOs, and other agencies. Mini | 
dairy projects which succeeded in some I 
districts, did not do as well in others largely $ 
due to lack of support from banks, perhaps | 
because of the failure of the district J 
administration to activate the banks f 
sufficiently. ; 
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Decentralisation and Delegation * 

Decentralisation improves the responsive- t 

ness of delivery systems to the community J 
it serves. There is an urgent need to examine j 

existing rules and procedures in each t 
department to further the delegation and J 
decentralisation process. Training insti- 1 
tutions such as Institute of Management \ 
De ve lopment (IMDUP). Stale Intitule of jL 
Rural Dev el opment (SIRD>. Institute of Co- * 

operative and Corporate Management and I 
Training (ICCMRT). or UP A could evolve ; 

capsules in which questions of d el e ga tion { 
and decentralisation could be addressed. | 
Retired personnel, with reputation m their i 
fields of experience, would he emi n en tly | 
suitable to compile a compendium of * 
contracts, store and purchase rule*, financial jj 

sanctions, rod other establishment matters, f 
to decentralise and delegare day-to-day 
administrative matters with a view to < 
simplify, and introduce transparency in the > 
decision process. And. above all. to reduce 
delays. Such an arrangement-1 or e mp loying f 
retired personnel, as consultants, an diort- | 
term basis, would be more effective and £| 
economical thro engaging regular coasukiag | 

firms. | 

Economies in Management j 

The responses of remote bureaucracies lo 
popular needs are inadequate and delayed. J 

Most often, linaaciai resources and 
manpower is not even a handicap. The j 

constraint is the distance, both physi o d and > 
temperamental, ol the official marhrirry '* 

from the potential beneficiary. .. * 

The official machinery will gradaaMy find 
itself inadequate to maintain in wl M * 
coodrtioo the raptdly increasing asMM offhe j 

sure. Mechanisms will have in he devised 
whereby the responsibility for Ac ughaap . j 
of such assets be transferred to the asm*. ] 
For example, associations of tekrwnU oasts I 
or rural drinking wares systems wW have 1 ] 
to be promoted. In the same veh* new i 
measures will have to be taken toenoamage '■’* 
the private aector to entatge drew sphere ) 
of activates, w itn ea fi re new g na md ljigfc— 
in communications, with PCO* Mag ; 
pn valued. 

Comractiag ant «d service s seems to. { 
improve productivity. This teehsre is saw 
being Increasingly applied m tioeepnrtj 
hawed of purehatMgvakiciaandcmptoyleg 
driver s , vehicles can be Used fbr dsfWte /- 
p eri ods. Again, security services through j 
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the district soldiers hoard can be hired on 
a contract basis rather than appointing 
chowfckiors. The same is true of cleaning, 
catering and maintenance services rather 
dun employing an army ot salai-karamchans 
or bearers. 

The scope lor paru-profcssiunals to 
supplement the efforts ot government 
deli vet., systems is assuming importance. 
Costs or deli venng services can he mi mmiscd 
by using pani-profcssHinuis. iraincd in haste 
skills. and recruited from the community 
they are to serve. Such persons are more 
likely to be resident locally. The lin:incia! 
implication would also he less. In the case 
of village dairy co-opcrativcs, the secretary 
of the co-operative society, a local resident, 
have been trained as "barclooi vets" Tltey 
are not government servants, hut employees 
of (he society. Also, what needs to be 
determined is whetherihe small-town service 
sector, e g, transport, custom services, etc. 
con be given some institutional support 

Building Incetttiwx for ketdistic User 

Demand 

If scarce resources of the state are not to 
he wastcfully expended, service charges lor 
economic and social services rendered hy 
the stale might have lo he brought in line 
with realistic costs. In the ease of irrigation 
systems this would have 10 go lund-in-h.ind 
with a rapid extension programme to inlorrn 
and educate larmers in clleclivc water 
management. II Hooding paddy lickls with 
5 am of water can result in almost the same 
yields as with 1(1 ems then with mure 
economical use of irrigation a larger number 
of farmer x should he served with the limited 
supply. Effect! vc associations of water users 
with the assistance ot government 
hmctionarics could define and allocate 
irrigaiwn water in enable a larger number 
of farmers to gain. 

It is being argued that budget ot ihe 
irrigation department he linked in some 
m a nner to the user charges ti recovers. This 
would put pressure on ihe depart mental staff 
in the field tu provide better and more prompt 
services, as the fanner user would pay the 
service charge only if (be service was 
satisfactory. The same would hoi I lor the 
elect ricrly and power department as well. 

Reducing Gender Biot 

Women issues call tor special locus, 
ftojecl* suited to women hate not been 
identified adequately. Also, much is wanting 
in delivery vtf financial services in women. 
Access to credit is essential lo productive 
self-employ ment for poor women. If due to 
lack of land proprietorship the requisite f 
coNmeral is not avaikMc, ways and means 
to counteract such historical disadvantage* 
have tube innovated Logistical ly. tt is caster 
to reach women m groups like AH Women 
Co-operative* or DWCR A to enhance I heir 


access to resource and markets. There tit a 
general failure to identify projects to which 
women arc suited. Delivery systems need 
more women. Simultaneously, tradiiional 
systems need lobe gender sensitised. Services 
rules require rc-c.tnmi nut toil for gender 
biases. 

Specially trained female subject mutter 
specialists arc needed. To illustrate, the multi¬ 
purpose healih worker needs lo have skills 
and moo vat ions to respond to women. There 
is an urgent need lor iraincd dais, health and 
anganwadi workers. All such workers need 
better training in the imcrpersonnel part of 
their work, and with perceptible silts from 
the hitherto emphasis on meeting targets and 
tilling out proformas lo spending more time 
with comnmmiy members. The training ol 
the extension staff in group dynamics and 
business advisory skills should carry a strong 
gender ii impt mem loimn xfucc Ihe necessary 
altitudinal changes. 

Iwfiimint Penomtef Management 

Enhancement in the capacities of Ihe 
personnel manning Ihe delivery systems is 
crucial. Field functionaries should reside in 
(he local area they arc serving instead ot 
commuting Irom the district town. 
Longciiviiy in assignment tenures will 
comnhuie i<> greater accountability and 
development <>l comparative advantage 
through advancement ol specialised skills 
Exiciishhi stall should he trained in group 
dynamics and advisory skills. In the remoter 
areas there is a shortage ol manpower. A 
minimum tenure should he prcscrihed in 
such areas, and disciplinary action initiated 
in Ihe event ol mm-compfiunve with posting 
orders In this respect it needs to be examined 
whether stale cadres should give way to 
regional or district cadres for local 
functionaries. 


l lAOl Ml** 

Any exercise to improve delivery system* 
will prove luttie it the political ethos docs 
not complement, in tact, strengthen Ihe 
endeavour Ihe task to improve the quality 
of life is daunting. A fundamental quest Kin 
is whether the objective of ihe state is to 
maximise unlay in ihe most elfietcm way. 
of should the date's paramount concern, mu 
only m what is professed, hut tn spirit, he 
to condition rigorously the enhancement of 
utility with considerations of redistributive 
tusltce jikI equity A resolution id this 
question will substantially influence ihe 
character ot the delnciy systems 
The Hawed tmplcna-ni Jtionot l.indrcfomts 
legislation has been much discussed 
However, another common properly 
resource, griutnd wafer, is in imminent danger 
ol going the same way as land dismhunon 
It is common knowledge that high power 
lufvwetls arc being sunk hy bigger larmers 
who are acquiring capacity lo draw out 


7 -v -y* t-? T 

underground acq u tferr, Despite thr sum's 
amhirtou* free boring p rogramme for the 
weaker seetioas or the near landless, it i* the 
resource rich bigger farmer* with heller 
access lo diesel and electricity who are 
cornering this common property largesse. 

The slate must address the issue of common 
property resources being unequally 
distributed. Because of the substantial 
externalities involved, with the social costs 
being home largely hy ihe poor, the isxuc 
acquire* a very fundamental dimension. The 
neh man’s tubcwcll is drying up Ihe poor 
- man's shallow well. Bui the issue has to he 
pondered over in lotulity. not to he perceived 
in a piecemeal maimer. Thcovcrall aspiration 
would entail not only preventing the rich and 
afllucnt Irpm drawing mure than their share 
of entitlement hut also finding ways and 
means lo redress the inequality by transferring 
some ol the rent to the poor in the form of 
a levy or tax. For this appropriate legislation 
will have to he pushed through. 

Not only is the prosperous farmer using 
up more than his share of the common 
property resource, hut his partaking of state 
created infrastructure like power, etc. 
which being subsidised very substantially 
hy the state enables him lo cam rentier 
income*. It is sttuaiions like these whith 
need lo he ref ormed through slate promoted 
entitlements supplemented hy institutional 
strengthening lor enfon-emem ol the same 
A ease for taigctcd suhsklic*. I his will also 
serve hi correct resource mivrifocMinn to 
more efficient levels, and in on equitable 
mode. This will also rein in wastage of non- 
renewaWe roMHirccs. 

A greater seme of purpose motivation can 
he imparted to the working n| (he delivery 
systems hy better defining and positing the 
eniitiemenis of ihe target group*. This will 
lead to greater accountability. The state will 
he obliged to ensure that entitlements 
correspond lo government resources 
F.nablcmcm and empowerment ol the 
deprived through entitlement will pui 
pressure on the cutting edge level of the strut; 
machinery to deliver The right* will havr 
lo he defined and the beneficiary informed 
if the canal user has mu got wtnor nt the tail 
end. cither the rmgaoon delivery will hare 
to he improved or the tail end redefined 
Hence the bestowal of entitlement* ha* •»' 
he commensurate wMh the witftnimpiemcni 
Otherwise the new panehayati raj svstem 
will simply marts a shift, from officialdom 
to dominant cta»»-castc alliance* wietdmi. 
authortiy.inabarrlydisguiMxIretncaniation 
of ihe past 

Mao. C V K tmd others il9»» Keport «f 
Commuter to Her tew the Katrtmt 
Adminulruttrr Arr**trme»t\ for Hum 1 
fterelnpmemt am! Poverty ArtevinlH* 
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Chasing the FD1 Rainbow 

A run Ghosh 

MaMaatfeml Enterprises and Industrial Organisation: The CW of India 
by Nagcxh Kumar; Sage Publications. New Delhi. I‘>94: pp 203. Rs 230. 


NAGESH KUMAR has specialised id 
industrial organisation issues with special 
reference to multinational ciucrpnscs 
(MNEsi and domcsiK- manulacturers. and 
his first attempt tpublished in Iwo hy 
RoUtlcdgc. London and New Yorkl|HVscmcd 
his researches on the subject at tlu; Delhi 
School ol' Economics. 1 lie prcscm volume 
not only updates the data land anal\sisi hui 
also reflects on the ma|or changes both in 
India's economic policies and in ihc 
mtemution.il scenario alter tw I The 
volume, completed at Maastitcht 
(Netherlands! in July 1994. gives many 
insights into problems that both intrigue 
economists and fox economic policy-makers 
What we have. thus, is a \lmn statistically 
skilled - and yet highly rcavLihlc analytical 
loray UMothe questions ot relameclticiency. 
motivations and impact of MNEs. whoiodav 
control the hulk of foreign direct invest mem 
I FDD flows in the world. Nagesli Kimur luv 
used ium only his own analysis .a the 
opcntlHKisol 49 industry groups t at the three 
level standard uidustnal dassilic.Muni in 
India, he has also examined wmu oihei 
recent attempts in this Held, especially ilk- 
worts ot N S Snldharthan. Nmiial Ulundia 
as weli as those ol a numhci ol scholais 
abroad. In his own study. Nagesli Kutiiai 
has analysed data perutuing to a total ol 
1.334 corporate entities in India. iiK-liiding 
202 lonrtgii companies, in 4‘ mdiisines 
Data problems in any such vimly must he 
immense; and Nagesli kumai has 
undcrsundahly hod data gaps, especially in 
regard to many issues raised land statistical 
inferences drawn m hum 
There arc three sepat are - and ideiuiliahte 
- issues investigated h> Nagesh Kumar. and 
these need ui he posed at the’ outset (without 
going into many ot ihe ramit iv.uk ms and 
i{UafifR-ai torts trmdvcd manaly uc.d methods 
in data availability and in the conclusions) 
First, what are the determinants ot the shatc 
«l MNfcs in manulacturing prodiivtion 
generally, and m India in particular? Does 
the Mwvtourand pattern ot MNEs in India 
correspond to thetry and to cmptncal ex¬ 
perience actum the world.* Secondly, what 
we Ihc special land specific I charavtcnstics 
«l MNE* md local enterprises in ilk* Indian 
’Oanufacturfag sector* Again, docs the 
V'xiwrienx correspond to what one may 
expect? Thirdly, who* atv the determinants 
<>• ihe prafiuhifrty ot MNEs and local 


enterprises m Ihe Indian munufuciuring 
seeior?To whai extern does I ndian experience 
coni irm I or negate I certain hypotheses based 
on diverse dieses that have been ptopounded 
by international scholars (which have also 
been estahli shed through world experience I? 

Based on die study. there isa lairiy detailed 
and long isistscript on recent changes m 
economic policy in India, especially in regard 
lo the welcome mai put out to foreign 
investors since July 1991. ihe cxpeetaiitms 
and (he .iciual pattern ol FIX in India, and 
whether - and to what extent - FDI hy 
MNEs may help to improve India's balance 
ol payments (and economic development) 
problems. The conclusions herein are based 
•■n certain overall findings earlier, 
micmationai experience and aggregate data 
ivn.nning to ihc openittons ol MNEs in 
India 

An aliogclhei i halleuging task; and a study 
ol great a'levamv lor India, analysed calmly. 
uitlv.mt.mvi.k-ologK.al slants or pretcrences. 
This |iomt needs to he highlighted because 
all through I Ik- study, the locus is locxamme 
cetiam postulates oi (he theory ol 
imeriiation.il operations ot the Ium and to 
test various hypotheses (presented by 
inieriijiioiui experts! against Indian 
experience 

What. then, are ihe postulates, and what 
are (Ik- findings'* To begin willi. the works 
ol a itumho ol lulcinational experts ini 
iiKlusiiial oig.mis.Mion .uni «m the (imeni) 
theory ol the iimihavebccncilcd In postulate 
that die choice hy MNEs. as between Ihc 
selling up ol an allilialc abroad and the 
licensing ol know-how to a domestic firm 
in ilk- nost iiklustry. depends essentially on 
the relative n.msachon cost involved in the 
market ii.uisler” The magw advantage ot a 
MNE consists ot certain intangible assets 
enjoyed by it. these assets consist ol goodwill, 
ol a certain degree ol monopoly in regard 
io processes ol manulactun:. of clout tn 
advertising, ol rcsouae power and thcrciore 
m continuing R and D effort to improve 
production t whnokvgy and. finally, of ccrt am 
skills tol maiugcitk-nt. lor instance). 

It is this advantage ol “ownership ot 
intangibles whk.hex|4iitikthe very existence 
ol MNEs away Horn their home countries 
When* an MNE is able tn internal «c these 
advantages away fntm home, tt would set 
up a branch, a subsidiary, a punt venture. 
And the hypot bests is that the “asset hundtev 


of MNE affiliates dilfer from those ot their 
local rival*". This is a reasonable hypothetic 
Hi make. Indeed, this is what gives the MNE* 
acust advantage, and justifies ihefact of FDI 
even from the standpoint ot neoctassica) 
(nentiheral) economic theory. 

Nagesh Kumar readily admits to 
inadequacy ot data a vailnhtlity for a rigorous 
application of statisticaf tests to the many, 
hypotheses he starts with. Asamaueroffact. 
it would he extremely difficult to come by 
the requited data even in industrially 
developed cooitincx. How docs one quantify 
the 'intangibles' enjoyed hy an MNE?One 
docs not. One merely assumes they exist: 
and then one proceeds lo analyse their 
operations, their protimhiliiy. their 
'prclercnivs' tor choices) in regard to 
directing their funds vis-a-vis their local 
counterparts in the same industry. And tins 
is what Nagesh Kumar has proceeded in 
analyse, with relcrcncc to MNEs in Indian 
manufacturing industry and their local 
counterparts tor competitors I 

In the 40 industry groups lor which data 
are available, the share of MNEs in India, 
in gross lotul sales (in the aggregate) was 
32.K per cent in 1075-76 and 31.4 per cent 
in I9K0-MI One must note, these relme to 
the universe m firms for which corporate 
data were available lo Nagesh Kumar, they 
need not he correct for manulacturing output 
as a whole (i e. outside of the 1.334 firm* 
Iin which data were available. 

We know, til course, as per Ihe Reserve 
Bank of India analyses ot corporate data that 
a sample ot 1.3.34 t target linns would 
constitute a very large segment oi corporate 
manufacturing activity in India even today; 
lor the period analysed, tne sample ts quit* 
impressive. 1 In fact. Nagesh Kumar's sample 
is derived from ihc RBI shirk of balance 
sheet data.) Nagesh Kumar estimates that 
MNE sak*s i or assets) asa pcrccMageof Mai 
corporate sales tor assetsl m I9MV4I was 
nearly 23 per cent. Again, this ts a unkvngfy 
high percentage, in a regime known » ha 
quite rigid about permtumg the entry of 
foreign firms in manulacturing sttim y . 
permission being given (until 1991 lowly on 
a highly selective basis 

Without going info the detailed 
quantrtativc analyses of the Ky yauh ea rt , tut 
ink in regard to the specific sfvwMprf 
M VEv Nagesh Kumar'scoot hull wuMOthw 
the theoretical proposition that id haa 
concentrated tn those branches of 
mamilactunitg which awe dtKhhwf hy 
a lugh degree of product differewttarion and 
in branches that are Mewrive wthrottf 
idiosyncratic knowledge" Indnxmnt 
nrga ms a mu heoty.mwcB ascxxawwonxnwxe. 
would both support Nagesh Kumar** 
empmcai fmdutgs. 
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When we come to the (different) 
characteristics of foreign and local 
enterprises, we tread on more tricky ground, 
lathis context, Nagesh Kumar has considered 
15 different (distinguishing) ospectxof firms’ 
conduct and performance. Nagesh Kumar's 
broad findings herein are interesting. 
Although higher profit margins on sales 
characterised MNE operations in India, their 
advertisement intensity was nut found to he 
significantly different from that of local lirms. 
The employees of MNEs woe found to be 
in a significantly higher income category 
(and yet their profits to sales were higher). 
Surprisingly, the import content of final 
output was also found to be nor significantly 
different from that of local firms. (This could 
be as Nagesh Kumar hypothesises, because 
of government’s trade and import policies, i 
Inexports also, the MNEs perform no better 
than their Indian counterparts. But there is 
one significant difference. The MNEs have 
a much higher degree of vertical integration 
and hence fewer inter-firm linkages. And the 
scale of operations of MNEs was 
(understandably) much larger The major 
differences between MNEs and local 
enterprises were in the scale of opcraiinus. 
pnrfit margins.degreeot vertical integration, 
higher proportion of highly paid employees 
and higher liquidity ratio. 

These are the findings ot Nagesh Kumar s 
complex regression analysis: and one has ro 
accept the findings. The high liquidity ratio 
of MNEs following the funding 01 working 
capital from cheaper long-term sources gives 
them an advantage - (he cost of finance in 
India being high - hut surprisingly, then 
inventory management is no better 
Unfortunately, one-to-one cost compari sons 
are not possible. It u> possible Hum MNEs 
have a higher pnee realisation (for more or 
less the same product) lor diverse reasons. 
This is speculative because Nagesh Kumar's 
analysis does not go into ana comparisons. 
Welet that pass, andnote only the possibility 
that pressure of competition (from MNEs) 
may have lorccd me local enterprises to 
increase their advertisement costs, merely n • 
survive, whereas the brand name or the 
goodwill of the MNE helps the latter to cui 
down on advertisement costs. 

Nagesh Kumar has attempted an 
explanation of the higher profitability of 
MNEs as essentially arising Iroro "rent 
yfcldbig intangible assets'lof MNEs),'These 
are *1v»d goodwill, proprietary technology, 
captive access to the parent's research 
laboratories, reservoirs idorgimjvaiiiMiji ore) 
managerial skills and mloonatum networks'. 
These are significant advantages, though 
OUCcould overstate the lacv* of managerial 
skills; perhaps there w too much propaganda 
on dus aspect. Yet.undCmafty. i he increasing 
coats of Research and Development. die 
rapid imp ro vem e nts is technology (and the 
( high rale of ohvdcsccntc in modem industry) 


and the increasing economies of scale In 
production give MNE* a distinctive advan¬ 
tage of local enterprises. (These economies 
extent to buying and setting also.) 

Again, Nagesh Kumar has tested a number 
of hypotheses in this context. One is that 
MNEs can pursue competitive strategies 
based on non-price competition through 
product differentiation; secondly, two forms 
of knowledge intensity (technological and 
managerial) give MNEs a special advantage 
over local competitors. Thirdly, intra¬ 
industry differences in profitability can 
emerge from differences in the size of firms. 

Nagesh Kumar's empirical researches lead 
him to the conclusion that MNEs and local 
enterprises “belong to different strategic 
groups in an industry” and the turner "appear 
to entoy special advantages over their local 
counterparts... A part of the higher profit 
margins of (MNEs) might be on account of 
their greater degree of vcmcat integration" 

Finally, even though MNEs may be 
deemed to he better placed to tap international 
markcis. Nagesh Kumar's study "does not 
hring our any statistically significant 
differences in cither export perf ormance or 
industry characteristics of exports”. It would 
appear that MNEs in India have tended to 
take advantage of India's import substitution 
policy, and their focus has been primarily 
on the Indian domestic market. 

Dcspile ihe nature ol the data available. 
Nagesh Kumar's has been a valiant effort 
at analysing the nature and characteristics 
uf foreign enterprises in India. 

The most interesting pan of the volume 
comes as a postscript, in the form of 
comments on the recent policy changes in 
the context of FDI. technology acquisition 
and exports Alter analysing the flow of FDI 
to diverse countries, including east Asia and 
China. Nagesh Kumar concludes that "a 
greater magnitude of FDI inflows achieved 
through a libera) policy may not necessarily 
achieve these ohiccitves (ot technology 
acquisition and exports). A larpcl-oncntod 
and selective approach is considered to he 
more ctlceiive’ 

There a re diverse reasons which have been 
given for coining to the above conclusions. 
To begin with, in line with (he conclusions 
of imcmatMina! theorists. Nagesh Kumar 
suggests that "transfer of intangible assets 
tc g. technology) wiiyic made through FDI 
(for internal mode) only if emu of market 
transaction are Ugh. MNEs have become 
increasingly wary of either permuting their 
brand names being used by others - over 
whose production processes they have no 
direct conuroi-orevenot rramderrmgstittc- 
ol -*n technology . Thus, technology transfer 
agreements tend to transfer only second rate 
or ibird raw land ots of dale) tcchntMigy. 
which nwyhe/vurewsprotccxd (develop- 
ingieironomyhu which cannot hope to com¬ 
pete with technology possessed by MNEs". 



towards gtobahiarioa of ft and D activity 
by MNEs... The bulk of the overseas ft and 
Dactivity undertaken^) MNEs... isconfined 
to the industrialised couranet". Ot the more 
than $ 90 billion spent by US firms and thetr 
affiliates on R and D - as per a I9fiv study 
by the Bundesbank - leas than S 9 Wilton 
was spent by Aetr affiliates; and affiliates 
in developing countries accounted for less 
than $ 2K0 million tor 0.3 per cent). 

But more importantly, Nagesh Kumar has 
gone into the haste issue of using FIN as 
a resource flow tor economic development 
(in Uey ot developnicnt aid and external 
loans); and he ietcrM<-me hope of the Indian 
authorities to attract some $3 billion of FDI 
tas a result of the liberalised policies now 
adopted), both for bridging the balance ot 
payments gap as well as the gap between 
domestic investment and domestic laving. 
Nagesh Kumar has. in this context, 
specifically addressed the premise that FDI 
flows are less burdensome on the host 
countries, since profits are repatriable only 
alter production commences and profits arise 

Nagesh Kumar has two arguments against 
the above premise. First, he estimates the 
total FDI likely to flow into developing 
countries to he around S4U billion annually. 
For this amount, the competition is not only 
Irom cast Asian countries hut now also from 
thcersiwhi le communist countries of Eastern 
Europe. (The rest ot FDf flows are likely 
to he intra-devclopcd world, c g. to the US. 
within the EC. m Australia. New Zealand. 
Canada, etc.) Among the developing 
countries, the irncria tor FDI flows art pci 
capita income growtr) rate, extent ol 
urbanisation, availability ot in!restructure 
political stability, and BOP problems: and 
in the light ot the above, primarily agrarian 
economics like India ure less likely to am At 
FDI as against smaller, more urbanised 
counifies (including enclaves like 
Singapore). 

Nagesh Kumar also rebuts the common 
land popular) notion about China where 
more than iwo-thiixJ* of FDI inflow is from 
expatriate Chinese from Hong Kong, Macao 
and other places. For the real, as per (he 
UNCTAD, over 60 per cent of inveo 
merits pledged in China by tmhutnaliwd 
countries is (or offshore oil devetopmem 
and not in manufacturing. India «» w 
likely to be an attractive country tor HP* 

flowxformanulactunngmduiarylorobvHsj' 

reasons. 

Finally. Nagesh Kumar ha* sooccsstulh 

exploded the premise that FDI placcsa lower 

burden on the host count nee than external 
borrowin g . Using the WmU! fV*r TaWr* 
prepared by the World Ban*, be h» '»>*<' 
tM as per the World Bank figures front 
IVM to 1991. the net FDf inflow iiw; 
"mnderawfy imtebtod low teams: counmt 
has baaa consistently feaa than Ac pf JHS 
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Mom ofFDI (after 
Wfogo* praAt re rt UBwet i wm wrjmrire 
by as aaocfi as i Mho* US dollars (p 167). 
Over 1964 to 1991, PDI inflows to these 
countries touted $ 6.4 billion; (he outflow 
of profit remittance* wik S 14.5 billkm. 
indicatingaaagativeaeillowofSK.I billion 
in aeven yean. Even for India, the RBI 
balance sheet analysis for 1988-89 reported 
poet-tax profits (on FDIs) at Rs 778 cron; 
on a paid-up capital at Rs l.o23 crorc. or 
a profit me of 48 per cent. Out of these 
profits, remittance* amounted u> Rs 345 
cron (Ike balance of Rs 433 crorc being 
reinvested aod the remittances wort out to 
21 per cent of the paid-up capital. 

Nagrsh Kumar therefore concludes that 
PDI cannot be con s idered to be a preferable 
mode of finance for developing countries. 

What em e rg e s from the neat and concise 
study by Nagesh Kumar ' wc himscir 
recommends that India should “focus on 
attracting a greater magnitude of exporr- 
onentod PIN rather than trying to maximise 
the overall volume of FDI inflows” But that 
takes us back to the pre-reform pre- 
liberalisation policies! Nagesh Kumar has 
pointed out (hat much of the FDI inilnw into 
China hat stiff ex port obligations, somehow, 
in the euphoria of FDI inflows into China 
(of around $ 12 billion annually now), this 
fact is missed out. as also the fact that much 
of PDI inflow into China is from overseas 
Chinese. By contrast. NRI investment in 
India is mi far quite small. As per the 
fit ymumu Survey. 1994-95. between April 
1991 and December 1994. of the total FDI 
inflow of 5 1.867 million, the total NRI 
contribution was only S 636 million NR 
deposits, on the other hand (as on January 
20. 1995) totalled S 17.2 billion 

Nagesh Kumar's analysts is penetrat¬ 
ing, purposeful and to-lhc-pomi. More 
importantly, no one can accuse Nagesh 
Kumar of any ideologica! hang-up. He 
recognises the superiority of MNEs both in 
technology and in management, though one 
could question the latter. He accepts the 
institutional framework. the assumptions, 
the theories of a liberal capHsiist economy 
He start* wuhtheansumpnnnoi a ‘globalised' 
Inuncwort of international trade and capital 
Hows. His is an empirical study and 
cfflpiricrtty.hcfinds that ihccnnial premises 
hchtndlndui'kllhcraltsatMin ol Mil inflows 
are flawed. He. therefore. urges a 'seleetno 
policy; m short, a return to the pre-July iw»l 
regime i n aa f n r as Ms pan id the poluv is 
wmcenwd. 

this raise* certain other issues not 
addres se d by Nagesh Kumar, and perhaps 
'here issues should aha* he raised m the 
present sum ext, ftm. •« toe pre-cnt day 
*6rld, there t» not much distinct ion between 
current and capital payments insular as 
intentafionai ankanic are cimcrood For 
exa mp le , h f* wuB known that methods ol 


'over-mvoictag' and 'mder-invniciaf' of 
impuru and expom (mid vice vena) cm 
lead toa stow, long-term capital flight / re tum 
of domestic capital. It k surmised by tnaay 
tint much of the capital inflow in recent 
yean is nothing other than Indian coital 
stashed away abroad gradually reluming to 
the country. (This may be said of bath the 
high export carnmgs also reported of late, 
signifying 'ovcr-invotcing' of exports; it 
may hie true of many of the ill-defined flows 
of funds - like ‘other capital'm the balance 
of payments - though one would probably 
need to treat PH inflows and inflows against 
GDRs raised in foreign capital markets, as 
other than Indian capital returning in one 
garb or the other.) 

What follows? ft is dear that a return to 
the prc-1991 July system is clearly out of 
question Nonetheless, are some safeguards 
possible, to prevent a resumption of the slow 
attrition of a flight of Indian capital abroad? 

Clearly there arc. And while this is no 
place to elaborate on them, two major 


i rfcgu ard s must be emphasised. First, one 
must prevent the iuftow/outflow of 
speculative *hot money'. That can be 
achieved partially (though very succeufelly) 
by a reasonab ly high 'capital gains' tax for 
forctga capital, which t* today a nominal 10 
per cent. There is certain to be a hue aad 
cry against any increase m the capital galas 
lax. but tally by Umisc who want to keep the 
option of qitickiy transferring capital galas 
abroad: said we do not need such capital. 

Secondly, and over a long haul, there it. 
no alternative Uj a macro-economic balance 
in ike economy. Not only will such balance 
create confidence all round tincludiag 
abroad), it may help to encourage noa- 
specuiative capital flows. Growth is 
i mmat e ria l in this context, though balanced 
gutwih is essential for domestic socio¬ 
political stability. But that takes us out of 
the present ana of dmuMwn. 

Bui Nagesh Kumar's statistical analysts 
suggests that by all enuats, the present 
policies arc grievously flawed 
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Problems of MusBin Women in India, edited by Asghar Ali Engineer. Orient 
Longmun. Hyderabad. 1995: pp xx 198. Rs 250. 
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IN view of the stereotyping of Islam and 
Muslims by the oLcidcnt. especially since 
the inI embargo of 1973 and the Iranian 
revolution of 1979. any wort dealing with 
the position ol women in Islamic societies 
ei'hcr sustain occidental repons ol women 
as tyrannically repressed by their 
fundamentalist male counterparts, or (lie 
diametrically opposite new - an apologia 
in support ol their rights which, however 
are seldom respited m the Muslim world. 
It iherciorc becomes necessary to investigate 
iht areas where the Muslim world has 
compelled cultural constiiucni- to be 
mcastired b> sell tmpsised gendei 
inequalities - a position unfavoured by the 
Quran 

The papers compiled m Problems of 
Muslim Women m Imho reflect diverse 
sicwpoints. Most of them relate, both 
theoretically and practically. to the problems 
encountered by Muslim women, touching 
upon sociological and legal themes, 
preserving case studies, and reflecting the 
status or Muslim women in « liberal 
democracy granting cultural autonomy. The 
need fin social ctua«c tnthe areas of p en tre at 
law. education, family pianamg. gender 
justice and economic reform are d twusa o d . 
Interestingly, despite Muslim women being 
a heterogeneous group having atatii- 


hy virtue of the peculiar socio-aconomic- 
cultural traditions governing them, their 
problems tic them with a common thread 
that lends this diverse group its cu h ex i u n. 

A range <4 papers (acmes on specific 
areas of the shao'ah' laws inrliahag Asghar 
Ah Engineer's Mgmficant paper The Status 
of Women and Social Change’. Hamate 
Huxamusa's ‘Change HidteMuafimMsamd 
Law Relating to Divorce in India*.ShorbaM 
Malik's Divorce m indunMam . andVfiam 
Patel's The Shah fiano Controversy and 
Challenges faced by Women'* M o v en t 
in India', bach paper HaHhMMdy analyse*. 
Ascusms. aodempteiwsromcgtcstormctal 
change. The first three paper* revtn* the 
evntutkm of the shari'ah. ur the cam in* 
ol lslam. and it* cur rant m ag e, and scratteims 
its application in particular ton*. Sick a 
study discloses crucial queries Ml 6m 
compos*** of the shan'ah and in hrtttek 
ndc. 

That the tdiari'tdi has played aphraM Mb 
at Mamie lu story as a nteum of hrinpiRg 
diverse group* vt Mtdim* wttian a «mg|c 

f etWHO Hs tB—MMMdk — j>M 

IMm *NHI VK IHBaa 1m 

been seriously igmtioaod. AgteKh. anudl 
Martinu tepid the rttarTM at a sen of 
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tai mrrih th n tti a rtr f wr over the lengdi and 
breads of thotf llvna. under the cover of 
which they M secure. However, little is 
known about the sociological process 
whereby the rhari'ah came to be codified. 
Seyyed Hossein Nasr describes the process 
briefly in the following passage; 

In eaaeace all the shari’ah is contained in 
theQyran The Holy Book, however, contains 
the principle of all die Law. It contains the 
Law potentially but not actually and 
explicitly, at least not all the different aspects 
of the shari’ ah. There was therefore a gradual 
process by which this Law became 
promulgated in its external form and made 
applicable to all domains of human life This 
proceas waa completed in about three 
centuries during which the great books of 
law in both Sunni and Shi ne Islam were 
written, although the exact process in 
somewhat different in the two cases The 
principles of Law contained in the Quran 
were explained and amplified in the prophetic 
Hadith and Sun nab which together consiumc 
the second basic source ot Law These in 
turn were understood with the aid o! the 
consensus of ihelslanuc community < 'tima"> 
Finally, these sources ol Law were 
complemented by analogical reasoning 
I'qiyas’l where necessary According lo ihe 
traditional Islamic view, ihcrclorc. the 
sotovcsol the shariah ureihe Quran. Hadiih. 
ipna' and qiyas. of which the first two are 
the most important and arc accepted by all 
schools of law while the other two arc eiihct 
considered of lesser importance or re tested 
by some of the schools |7V I dr ah <hi,. 
Rralntrs rtf Ham. George Allen and IJnwn. 
Ltd. London. 1975. p *W| 

It is to he noted that ol the lout souucs 
of the shari'ah mentioned in (he above 
paaxage. three arc human and mu divine in 
on pro. and that two arc eitncr considered ol 
lesser importance tir arc "rciccicd by some 
ol the schools What this means, in <«tu ' 
words, is that while the Quran clue idaics ihe 
essentials ot Islam, the details ol ihe etxle 
of rules and regulations penaintng to all 
aspects of a Muslim's life cumulatively 
referred to ax the shari'ah cannot he regarded 
a* thvtne - as Scyyed Hossein Nasr and 
many others assert - since ihe Quran 
categorically rales out the possibility ol any 
hwmanbdnguncltidmg prophets, the i mams 
of the ahi'at and ihe great scholars of Mami 
being divine. Unless all ol ihe shan ah can 
he shown to he ot non human ongm - as 
Muslim* hobevc die Quran to be the claim 
(hat n ts drionc. transccmlcni. eternal ot 
immutable eanout he validated logically or 
theoto g teatty. 

father, white dahtatg with *ocui justice 
and gender teams. the Quramas a primary 

wuteedflilameaglteaimsthaiGtid'scrcaiMm 

is tar -fm mk* <H Q l5:K5l and not lor 
"idle a pm" iH Q 21: Iftl. Humanity is 
'aonoond « The he* ol moulds” iH Q 



51:5b) and hat been created to serve God. 
Hence, one must honour "Haqq Allah" and 
"Haqq an-Nas" (rights of God and rights of 
man). The integrated vision of the Quran 
does not scpmaic God’s levjritekm (‘imam ’) 
from righteous action Carnal'). It enjoins 
one to be conscious of God and conscious 
of his creatures and to understand ihe 
interconnectedness between the two. It is a 
profound irony that despite its strong 
affirmation of human compassion, equality 
and the need to do justice to all god's 
creatures. Muslim societies have sanctioned 
various lorms of inequality in relation to 
gender. 

Secondly, the Quran is the 'magna carta' 
i and tar more) of human freedom and a large 
part of its coccm is to free human beings 
from the bondage of authoritarianism, 
tribalism, racism, sexism or slavery or 
anything else that prohibits or inhibits human 
beings from actualising the Quranic vision 
ol human destiny embodied in this classic 
proclamation. Towards Allah is thy limit" 
(H Q 53:42) Though it is necessary to set 
human limns to what human beings can do. 
not to degenerate into licence, the Quran 
safeguards against all possibility iff 
dictatorship or despotism and slates with 
clarity and emphasis: "it is not conceivable 
that a human hemg unto whom God has 
granted revolution and sound judgment and 
prophethiHxl. should thereafter have said to 
his people. 'Worship me beside God': rather 
Itc i did exon them). Become men of God 
by spreading the knowledge of the divine 
writ, and by your own deep study (thereof)'" 
(H Q 8 :79, irons Mohammed Asad.Gibraher. 
1984). 

For this purpose it ts absolutely imperative 
to carclull) study the primary sources ol 
Islam and to develop hermeneutics ol 
perceiving (hcdisl motion between the Quran 
itself, its exegesis commentaries, 
inierprciaiions. annotations and later 
jurisprudent) supcrsiruciurc. Such a 
necessity arises since the historical and 
cultural accretions ol scholars are sometimes 


expression in Ktenture. where the methods 
of investigation do ms quite correspond to 
the idea of historical fairness, otherwise so 
strictly insisted upon, resulting in both 
parochial literature and Muslim xenophobia. 

With regard to the role of women, m^or 
traditional literature spcllsuut opinions which 
have sometimes been under-rcprcscntedxPuE 
lo the reinforcement ot tbc tribal patriarchal 
system alter early Islam, women in most 
Muslim countries were relegated to the 
background. Today the ranks of the Islamic 
resurgent movements are filled with sincere 
educated Muslim women (as seen in the 
collection of these papers) seeking a precise 
link directly to the Quran in order to emerge 
from their long-felt isolation and in fulfil 
their needs and aspirations for a heller fife 
They need more than over-generalised and 
redundant rhetorical utterances to crystallise 
and determine die Quranic intent with 
regard lo the role of women Motivated 
largely by beltd in the basic concept of 
social justice in Islam, some id ihcse efforts 
nave raised serious objections toiradh tonally 
accepted conclusions. One methodological 
shortcoming of earlier opinions was often 
caused by confusing what the Quran 
prescribes with what Ihe scholars opin e , 
resulting in a rather peculiar definition of 
'Islamic'. That which is ‘IsU-mc’ must have 
a clear and unambiguous connection with 
the primary sources of Islam In addition, 
when dealing with specific issues, elaborate 
arguments extended to support the belief in 
<>tial justice id Islam musi also he quoted 
with a holistic examination of tbc Quran’s 
position cu the role ol women. 

Tbc papers by Asghai Ali Engineer. 
Shcrbanu Malik. Zcnab Barm. and Ramala 
Buxamusa at : locus on ihe dichotomy 
bet ween the religious text and ns patriarchal 
exegesis in the Indian context. Axghar Ait. 
in his notable paper, quoting Maulana Azad, 
a highly respected scholar m Ihe Mwdini 
world, explicates ‘tafsir al raj' or the right 
to interpretation as "every epoch g unn oae 
an intellectual environment which affac* 
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contused by the majority of Muslim.* as part Quranic commentary" (p 5). fluihmi. 
ol the Quranic message. It is forgotten that quoting pertinent verses from the Qw. 

ol the several constraints on any scholar, emphasises The principles of cqm id g. ; 

however sincere, a prior lexlual explanation, justice, fair play and good c on a rm n er at 
a specific iniellcctuai climate and ihe distinct essential features in family Iaw~(p3l)«4dch 

individual personaliiy of that scholar resincis however are rarefy hon ou red. tuftatteif 

Ihe relevance ot research to the environment divergent structures in society she cmMauM . <] 
peculiar to him. Also, in ihe early part of fundamentalist vucicties where wom e n tend j 

Islamic history, (here was a proliferation ol u ckusteredexistence wubmore hheral anai .:•] 

literaiurc based on attempts by scholars to such as Turkey Malaysia. IwtonHsta, Syria, 
cnmmunicutc their understanding ot the text. Egypt and MNoas of the Arab Mgghnte. j 

Wc have uiticrcd in the modem era by ihe dis ek ni a g how wo me n in iicae rorfahnt \ 

intimidation of such proliferation which have successfully eme rg e d from their 
sometimes prevents us from attempting to aectwion and are "110 lunger vicuna ot 
relate that universal message explicitly to tradition". 1 

our own context. Further, it cannot teedehied Women' svksexsadhure hMcgwHagtathue 

that during centuries of socio-political change m the fi<M of p e nw na l tear ia-dte* 
hostilities between the western and Manhm with by Muni/a Khan’s 'Mushm Woman's 
work)* the iKchlent has found ad eq ua te farepuonof Sumo(vam AfferamgTham - -3 

I 
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She addram herself id ■ cue study of 24 
educated w ow s u» Burnt betoughig to 
different iscone groups, who though 
a dmit ti n g » need for modification hi oemin 
laws do no< favour alteration in its 
formulation foridentity reasons. Only a small 
mmority admitted comm itme nt 10 the concept 
ofVxual equality. 

Two papers specifically deal withdawnodi 
bohra problems. 'Women and the Dewuodt 
Bohra Reform Movement' (K Mistry) 
painstakingly recounts a brief history of the 
conceptual framework of the bohra reform 
movement. It diligently discusses the Mstory 
of the movement, unfolding its strategics of 
reformation, a c c ent on edu ca tion and demand 
for gender justice. The account of Kuhum’s 
life concentrates on the deplorable plight of 
women who are suppressed by society and 
whoee contribution to the reform movement 
and public welfare generally remains 
mvisMe. 

'Muslim Women’s Right to Inheritance' 
(Zenab Banu) enumerates practices 
pertaining to the laws of inheritance among 
the dawoodi bohra* of Udaipur. Rajasthan 
Of the survey conducted on SO educated 
women of the community. 30 seemed 
nebulous of the socioeconomic religious 
laws governing them. "Wc arc justacquainted 
with the termsbui cannot explain the meaniiq: 
and spirit behind the shari'ah laws” (p 35). 
The respondents further admitted ignorance 
"not only of the law but the essence of 
the core principles and teachings of Islam” 
IP 35). 

Deliberating on Muslim women's 
edu ca tion. Syed Mehdi Hussain in his paper 
‘Muslim Women and Higher Education' 
deduces that (bough the Quran and prophet 
Mohammed have emphasised the signi- 
ficanceofeducation tor both men and women, 
yet contrary to such provision* Muslims in 
practice generally deny the right of higher 
cdac a t i on to women. He further duck htt es 
dot though It may he painted out that 
eda rsthm and tocio-econoinic status arc 
doeefy ref me d ". yet “it is conditioned by a 
value system m a given society” Further. 
It is evident that despite higher levels of 
par eaptta income m Saudi Arabia and other 
panel producing she ik hdoms, the rate of 
Money is quite low in the population 
in general and among females in parti¬ 
cular (p 73). 

Sushi I a Iain’s paper The Process of 
Modermsatiou in India and the Changing 
Status of Muslim Wnmeu’ examines 
qatmkm* of modernisation in terms of 
a war enes s, access, snctn-ecnnomic and 
adecatioaal backgroun ds and political 
pagtbdpuboo of w ome n . She numnnii tho 

iBC mOCa^m* OCOdlO^Bttv mBO pCJWo^BH 

disahi lines of womeo in their reiigkms 

KV^RI M mCfpTvHSO Oy MCTT IclipOII 

elites, women’s progress ia literacy 
earohnem, oaploymem and sums haa act 
been very remark ahlr as they are not 
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mwcumy (nivnf w Mend or ifH* 
Ilty o4 legislation in iadependattt Mt* 
(pp 53-54). la the same rein. Vtiwti Aset 
in her place explicates nuhl-rciigkws family 
laws and the common features they share ia 
their perception of ge nd e r Justice. The 
building up of solidarity among women and 
the transcending of retigmus h arrier* at an 
irtrrprrrnmJ level arc suggested as strategic* 
to overcome sueh features. 

‘Social Change among Muslims oi 
Aurangabad City’ (Masood All Khan) is an 
impressive study of Muslim women sped 
out in terms of Tangible indicators”. "A 
woman's freedom is always seen in 
comparison to that of her counterpart - the 
man. Whether she enjoys the same freedom, 
the same dignity and honour ...freedom 
includes freedom of movement, of 
associations, of dress and mannerisms, of 
economic and iSher pursuits, of speech and 
faith” (p 91). Carefully drawn up sample 
surveys are presented to support Ids views 
in regard mthe purdah system, employment, 
polygamy and divorce. 

On the other hand. Farida Hussain's 
meritorious dissertation Improve me m of 
the Economic Cnnditians of MuslimWomen 
in India', strongly contests the view thm 
Muslim women do not “respond in the 
affirmative” hi employment opportunities. 
Queuing from the data collected in Gnpot 
Singh's report on minorities (1983) on 
Muslims' expertise in handicraft* from 
schemes implemented kt the handicraO sector 
in 31 districts spread over 12 xuacs. she 
shows bow the puortiiiterate Musiimurtisan* 
stood least to benefit. “Thus it is found that 
Muslims, despite their expertise in 
handicrall*, have hardly derived any benefits 
from co-operative or financial institutions. 
The benefit received from hcncftciary- 
oricMed schemes was a pit lance as compand 
to their overall requirements” (p 154). She 
adds. ”A decade after the Gupal Smgh report 
on mnonues was presented, the plight of 
Muslims in general and the women in this 
community in partkularha* nut changed for 
the better".The argument that social attitudes 
to wort due to a conservative cultural ethos 
arc angjor causes far economic misery seem* 
weak, aa the response of women covered by 
rittage surveys to the question of whether 
women wrnifd interested in reeeivtna 
proper trainiag m hamhcnfU was p osit i ve. 
"All women in ibis cnfomunliy responded 
in the affirmative. It therefore may he 
conducted dttt ft b im iteif social Btkvdc. 
but the lack of oppor tun i ties that fat the 
reason of econo mic back ward ness aid 
poverty of persons belonging to these 
communities” (p 159). 

Malika Mistry’s Fertility and Family 

WWWIW WO!* i • BVCB 

debated hate. is aa hnc mti ag place an ths 
demographic nau. Abdal Mill Outran, 
chief advisor to AI-Ashar Un i versity, Ms 
rtan puMbhada nacfW wort entitled 'Faatily 


PMmdM fo 'die' Legacy of Mdrt* iuwMrt 

i he o to glans from the savaafli ia ths 30th 
C am a y on family ptaMring. Quoting fro m 
census datacotiectadby Davis. Miairy points 
out that there is tufHciem "evidence to show 
that fertility levsi among Muslims hss been 
declining in recent times. Sodo-economic 
vwUbta mete b and ccowomic 

status have shown sigoifkaat effects in 
reducing fertility rates. Them ob se rv a tions 
suggest that the onset of fertility decline 
among Muslims has si ready begun, but the 
puce of the decline is rather slow” (p 172). 
A review of Islamic Ihenture reveals that 
I shun is arc against family planning. Quoting 
from A H Khalil's 'Family naming in 
Islam’ she substantiates her argument of 
"the gokien mean” adopted by Islam in this 
respect. "To increase population is no 
religious service U all if material resources 
are few. To produce children who cannot 
he trained in temporal and religious sciences 
is an unforgivable crime in the name of 
ret igloo, morality and common tense" (A H 
Khalifa: 165). 

'Problem* of Muslim Women' (Rama 
Paid) speak* in personal terms of her own 
experience of being a woman. She addresses 
herself to activists, especially after the 'Shah 
Bano Bill*. Reform and a fresh approach are 
necessary tomakeackamdblinciioa between 
faith' and 'unjustified customary laws' 
which have undoubtedly suppressed Muslim 
women. On the same note. Ahida Samhiddin 
in her paper ‘The Child Bride Ameena - A 
Critique', speaks of the tragic expimiatkm 
of this I l-ycar-otd child married to a 6H- 
year-oM sheikh from Saudi Arabia. Such 
practices are obnoxious but when practised 
in the name of religion are sacritegiaus 

Some of the papers published ratatiag to 
personal law suggest that the tree Quranic 
law should be reinstated and implemented 
inks true word and spirit in order to mitigate 
the suffering of women. Ramala Buxamuu 
in her dosing paragraph aptly quotes Tsdir 
Mahmood. dean of the Acuity of law. Delhi 
University, from his‘f^nonai Law iaCmu . 
catling upon authorities of the Deobaod 
Darul-uHoom and Nadwat-ui-tilama of 
Lucknow hi which he wmu i how estsmivriy 
the principles of Islamic taw are bemg 
misunderstood, m is cm w t m ad. misapplied 
and misused in this emuttry (p 28). 
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Rethinking Strategy for Global Debt Crisis 

Aihwinl Deshpande 

The 1980s were a losl decade for most of the indebted developing countries, 'thanks to the debt crisis. Economic 
crisis and its handling by the creditors contributed to social and political destabilisation in the third world. Yet the 
commercial banks and the creditor nations insist on shirking all responsibility for the consequences of the debt crisis. 

The IMF and the World Bank have essentially acted as the custodians of these two players in the debt game and thus 
the debt strategy has served the banks well but has completely failed to free the LDC debtors from the predicamesa 
in which they are trapped. 

This essay is an attempt at a re-examination of some of these issues and argues that the present debt strategy is 
fundamentally flawed for several reasons and a radical restructuring is called for if alleviation of the debt crisis is 
indeed the aim. 


AS it well known, the Mexican decision (o 
discontinue service on its external debt in 
1 982 heralded the current international debt 
crisis. After that, country after country 
followed suit and it was clear that this was 
a crisis much mote widespread and deep 
rooted, calling for urgent attention. The key 
international economic organisations, 
especially the IMF, together with thecreditor 
banks, got involved in evolving 'rescue 
packages', consisting of debt rescheduling 
in return for stabilisation and adjustment in 
the debtor countries. This ‘case-by-case' 
approach ran parallel to various plans drawn 
up to help the severely indebted countries 
(SICs) as a group. These were the two 
elements that combined to make the official 
policy towards the debt crisis In addition, 
the number of solutions offered by 
individuals and institutions proliferated as 
rapidly as the number of countries that got 
into a crisis. Moat oi these were however 
vananu of the same theme that shaped the 
official policy, and in this sense, did not 
constitute a departure from a process that 
was already wider way 

Until the recent Mexican debacle, a view 
waa gaining ground that the debt crisis was 
on its way out, as the severely indebted 
countries wer e mak ing slow but sure progress 
in their structural adjustment programme. 
Mexico was. in fact, presented ah an example 
of how countries could not only get out of 
(he debt trap, but move on to a path ol 
growth, with faithful adherence to the IMF 
*pon»ored reforms. 

Yet, after more than a decade of (he 
working of the strategy, Mexico found 
itself in deep trouble once more The 
Mexican peso crashed so badly that ii 
"ceded the biggest ever international rescue 
operation put together for any country to 
draw it out of the quicksandt With 
America's con tribu tion of about $ 20 bn.' 
>n addition to the IMF contributing about 

^ I > bo and the ftiS S 10 bn. this package 

'»umed ataOtviatKig short-term liquidity 


problems, redeeming $ 47 bn of public and 
private sector defy In return. Mexico has 
agreed to a strict programme of economic 
reform, pledging its oil revenues as 
collateral, with a fee of 12 per cent for the 
use of American money. 

What is noteworthy about this package 
is not its size, but the fact that it is painfully 
reminiscent of the 1982 package. Hence 
the question that arises is why Mexico is 
still crisis ridden. Also, is the Mexican 
debacle an isolated phenomenon reflecting 
country specific imbalances or is it really 
a comment on the debt strategy that has 
been at work? There has been a spate of 
academic and not so academic writing on 
this subject that argues that it is not so 
much a reflection of the problems inherent 
in the official approach, but an incomplete 
or insincere commitment to the structural 
reforms programme that is responsible for 
the predicament that Mexico and the 
indebted countries find themselves in. 

[However, a careful examination of the 
contemporary debt crisis and its aftermath 
makes one to believe otherwise. Thus this 
essay is an attempt at a re-examination of 
some of the issues whtch I believe are as 
live today as they were in the early 1980s]. 
In order to appreciate these, we have tried 
to put together certain stylised facts related 
to the debt crisis In this process, we have 
tangentially touched upon issues of structural 
adjustment and reform, but those are not the 
focal points of the essay. [We have tried to 
argue that the present debt strategy is 
fundamentally flawed for several reasons, 
and hence a radical restructuring is called 
for if alleviation of the debt crisis is indeed 
the atm ] 

I 

International Debt Crfoie: A Pnflfc 

The tout external debt of all de ve lo p ing 
countries (LDCs) grew from S 135 tittion 
in 1974 [Wyld Bank 1982-13) to S 751 


billion in 1981 and is estimated so be at 
S 1943 billion m 1994 [World Bade 1991-92 
and Economist I995J. 1 It needs to be noted 
that the LDC* as a group are now more 
indebted than they were at any tine during 
die 1980s In 1993. their external debts at 
a proportion of their combined GDPreached 

39.7 per cent, the highest ever so hr. A look 
at (he major borrowers reveals that Brazil 
and Mexico continue to occupy the top two 
positions, with India, Indonesia and China 
having moved up the ledger in terms of 
total external debt outstanding. A tanking 
by debt service ratios reveals that Latin 
American economics continue to be the 
problem debtors even today. While some 
countries outside Latin America like 
Algeria and Hungary have crippling debt 
service ratios (of 76.9 per cent and 40 J 
per cent respectively), as a group they atW 
remain the ones with the most severe debt 
problems. Peru is perhaps the worst with 

63.7 per cent: Mexico and Argentina 
continue to be above the danger mark, trith 
Chile. Brazil and Venezuela raaataf it 
close. Elsewhere the other t no t aria t feat 
are now above the danger mark, bat were 
not so in the 1980s, ate India (28.4 per 
cent). Indonesia (32.6 per cent), Darkey 
(28.3 percent). Nigeria (29.4 per ceatjaad 
the Philippines <24.9 per cent) [Worldtonit 
1991-92 and Economist 1995]. 

What this picture reveals is that after 
more than a decade, the problem it Jettae 
grave, if not more ao, m the agg regate. tad 
the individual countries have aaiy 
wors en ed their position Th> ftibwiffti 
official strategy Hi rodneiag fodabtedanro 
is aetf-evidett. Yet its apofc0ri»'«kim 
successes on various f loats, mei the 
detractors an Itbatlod as p a r pat ual 
Cassandres. An atsettrernt of tire two 
positions cun only be bu n d an ea 
understan ding of the logic bafthai dte 
strategy and of its flews, end for that one 
needs to look at certasn dtaracterusica of 
the 1900s debt crista. * 
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The Vulnerability tff the International 
Financial System 

In a nutshell, this one factor could be 
characterised u the motivation behind the 
official strategy. The bulk of the lending in 
the 1980s was commercial bank lending, 
done through the Euromarket. This resulted 
in a change in the nature of capital flows 
to the third world. By 1975, multinational 
banks had replaced multilateral development 
agencies as the more important source of 
third world credit. By 1980. commercial 
banks were providing nearly two-thirds of 
the foreign financing needs of the world's 
poorest nations, up from 15 per cent in 1970 
(Lombardi 1985). This pattern ts most distinct 
in the case of Latin America, the favourite 
ofintemationa! lenders. Overall bank finance 


considerations. The mainstream thinking, 
dominated by the IMP and the World Bank 
perspective, it Convinced that the surge in 
internaltortaT lending in the 1970s can be 
attributed to faulty rrtacro-policies of the 
developing countries. This implies that they 
ought to gain for major adjustment to ensure 
maximum, if not entire repayment. It hat 
been argued subsequently in this may that 
if blame is to be apportioned, then the money 
centre banks and the creditor country 
governments cannot escape their share of 
the responsibility for the lending boom. 
Even if we decide to ignore this factor for 
argument's sake, and proceed with the 
assumption that the debt crisis is entirely 
due to imprudent borrowing by the debtor 
countrim we still need to asaeas the impact 
of the debt crisis on the debtor economies 


experience has set bean wrifam. Su 
Saharan Africa, where the effect of the de 
crisis has been particularly debilitating, h 
seen s rise in the ratio from 209.6 to 352 
over the period. Doing by predomina 
expert, countries that are exporters ofprima 
products, especially those that are expoite 
of agricultural products, show a rite In t 
debt export ratio. Also, countries with rect 
debt servicing difficulties and the lea 
developed countries also show a rise in t 
debt export ratio. The debt service rat 
shows a rise up to 1987 and then a declli 
thereafter. The last part of the table shot) 
that debt service payments for > 
developing countries and for the net debt* 
countries in particular have shown a rii 
over the period. 

Capacity to repay Is an important issue. 


accounted for just 7 per cent of the annual 
capital inflows to Latin America inihe 1960s; 
most of these inflows (about 70 per cent) 
came from official credits and direct foreign 
investments. By the end of the 1970s. the 
situation had been completely reversed, with 
banks accounting for some 70 per cent of 
net capital flows (Hakim 19851.17181 this 
lending was excessive can be seen by the 
fact that in 1984. all of the nine largest US 
banks had placed 127 percent of theircapna) 
in loans to Mexico. Brazil. Argentina and 
Venezuela alone (Lever and Huhne 1985]. 

A peculiar characteristic of this lending 
process was that of concentration at both 
the lending and the borrowing ends. A 
small number of countries did the bulk of 
borrowing from banks - Brazil, Argentina 
and Mexico accounted for halt the debt of 
developing countries in 1984. At the same 
time, the nine largest US banks accounted 
for 60 per cent of the totals 100 bn in US 
hank claims on non-OPEC developing 
countries, while the 24 largest banks held 
80 per cent of such claims The loan 
exposure of the nine largest US bank/ to 
the 12 largest developing country borrowers 
equalled 210 per cent of their capital 
(Usaakers 1984). 

That the hanks were precariously placed 
as a result of their own decisions is 
Indicated by the following estimate: a 
unilateral and outstanding default hv 
Mexico. Brazil. Argentina and Venezuela 
could wipe out the capital of seven of the 
nine largest banks in the US and two of 
the four largest in UK, with consequential 
damage to the entire banking system 
(Lever and Huhne I9K5). 

The prospect of this was so frightening 
that the entire efforts of the international 
comm u nity were geared to saving the bank* 
from collapsing in tact, this is perhaps the 
only success that cm be attributed to the 
strategy Bet then it implies that when the 
IMF talks about 'rescue' packages, its aim 
is to rescue the banks, not the debtors. We 
'should also nole that this effort to rescue 
the banks did not stem merely from practical 


before insisting on maximum repayment. In 
other words, even if we decide to ignore (he 
(supposedly normative) question of whether 
the debtors ought to adjust merely to repay, 
the more pressing practical question is 
whether (hey can repay in full. This leads 
us to the second, equally important aspect 
of the debt crisis, viz. the strain imposed on 
the debtor economics as a result of the debt 
overhang. 

Stkam on Debtohs 

To appreciate this aspect, more indicative 
than the absolute figures on the rise in 
external debt are those that relate this total 
to the various parameters that indicate the 
capacity to repay. 1 Here, we need to note 
that whether the debt is public or private, 
it is held in 'hard' currencies, which the 
debtor countries can repay only by generating 
sufficient foreign exchange. A look at 
Table I reveals (hat although for all 
developing countries the debt to export 
ratio has shown a decline from 156 percent 
in 1984 to 126.4 per cent in 1991. the 


the LDCs* and work which deals with tl 
link between the debt overhang and 
disincentive toinvestdoes attempt to mdlca 
that the capacity to repay may be severe: 
crippled as a result of the debt nverhar 
because of the suboptimaJity of investmer 
However, even assuming that loti 
investment is optimal, there may still I 
constraints on the capacity to repay due i 
the presence of factors in the Internation 
economy which may be beyond the comn 
of the debtors. A detailed consideration < 
there is outside the scope of this pape 
however, a hricl mention of these facto 
may not he nut of place. 

Vs I able 2 shows, most of the severe! 
and moderately indebted debtors 1 are eitix 
exporters of non-fuel primary products < 
are diversified exporters. Table 3 shots 
the trends in the export unit values and tti 
terms of trade for this set of countries. Tti 
annual percentage change in the expo 
unit values from 1984 onwards has bet 
significantly lower than the average in tli 
previous decade, with one unusual year i 


Taste I. Dear Ratios son Dbvsuvotu Ohiwtsies, 1984-1991 

tM per ten 



1984 

1985 

<986 

1987 

1988 

19X9 

1990 

1991 

Humi of external debt to exports of goods and servo si 
All developing countries 136.0 153.6 178.3 

1649 

1461 

132.8 

125.6 

1365 

Sub-.Saharan Africa 

209.6 

247.1 

283.5 

313.7 

317.3 

310.0 

3314) 

352 1 

By predomnawl export 

Pud 

106.6 

124.9 

192.0 

1877 

189.8 

160.4 

146.2 

164.9 

Non-fuel exports 

155.4 

170.7 

172.9 

156.3 

1322 

1231 

11*0 

114,1 

Manufactures # 

1110 

120.0 

119.9 

104.0 

13.9 

77.0 

76.2 

737 

Primary products 

318.8 

351.1 

356.9 

376.9 

3484 

335.8 

3269 

3529 

Agricultural products 

324.2 

358.4 

357.9 

396.8 

3744) 

383.1 

350.3 

3879 

Countries with retd* debt 
servicing chfficshies 

254 1 

278.6 

348-5 

3394 

3124 

2*5-1 

278.1 

2955 

Least developed countries 

134.1 

4063 

459.2 

4517 

449.5 

431.8 

460.9 

4956 

15 heavHy indebted countries 

269.5 

283.8 

343.2 

3344) 

2X8.6 

256.9 

2402 

2618 

Total debt service ratio 

19.3 

21.0 

22J 

20.2 

18.7 

16.1 

142 

14 5 

(ah developing countnet) 

Debt service payments 
rta htfbous of VX S) 

All developing countries 

124.2 

128.9 

132.7 

1412 

I50.9 

1462 

1444 

1566 

Of atm*. 

Ndt debtor coNlrftfi 

I1SJ 

121.7 

123 5 

1324 

1427 

IW.f 

136.7 

147.2 
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b m W en a. Tfte picture faraamnJ change in 
the TOT is similar except that the )9go* 
tin ho* <how a marked change from the 
197443 avenge, which itself it quite low. 
Tt* last row of the Table shows the annual 
change in non-fuel commodity prices, 
which only confirms the earlier trends! 

Sarkar ( 1990) argues that the TOT of LDCs 

declined in the process of expansion of 
exports for debt repayment. The sharpest 
declines occurred for two large debtor 

economies: Bmziland Indonesia. The debtor 

countries were thus faced with a paradox - 
the more they paid, the more they owed. 

The example of east Asian countries, 
particularly South Korea, is often cited in 
this context, as a model to he emulated lor 
the promotion of expons. However, the point 
that is often missed is that quite apart from 
the smallness of its economy the South 
Korean experience is in many senses a 
departure from the traditional IMF dictates, 
if one notes the active role ol the state in 
initialing land reforms, promoting 
industrialisation and so on. Much could be 
written on why the companson between the 
Asian Tigers and the rest ol the LDCs is 
facile, but it would suffice to mention here 
that success of the former shows that for 
export performance to improve, the capacity 
to continue to be export competitive must 
rise. For countries that arc primary 
commodity exporters, the possibilities on 
this from are limited, particularly given the 
development of synthetic substitutes for 
many of the traditional LDC exports. For 
the diversified exporters, sustaining export 
compctitiuenes would require technological 
innovation and adoption ol technologies 
suited to the resource availability ol the 
debtor economic*. Here contentious issues 
like monopoly over technology. intellectual 
property rights would have lu be dealt 
with, which as theCATT negotiations have 
shown, ant fraught with contradictions that 
cannot be easily resolved. The development 
of indigenous technology may not be 
possible in many of the LDC debtors, except 
perhaps in the long ron: the cost of importing 
technology could be substantial. Also, 
advanced technology ill-suited to domestic 
resource availability, used indiscriminately, 
could came unemployment ol resources, 
which would he a fettci on further 
modernisation. 

The point that emerges from the show 
discussion is that for most of the LDC 
debtor*, rapid increase in the capacity to 
repay seams unlikely if the present trends 
continue, An obvious manifestation of that 

the rapid growth of arrears, accounted 
tor very largely by severely indebted 
countries as Table 4 shows According to 
‘he World Bank, "there is little evidence to 
wigeat that fte running ol arrears extracts 
CMtcemhma from creditors and much to 
WfgM that it often indicates distress. 
(World Bank 199142). 


JUtvaase Tsamskxs 

At a lesuh of the mounting debt servicing 
burden combined with a cutback in fresh 
lending, the LDCs have been facing a 
perverse phenomenon since 1982. Debt- 
related transfer*, normally from the north to 
the south, were reversed and between 1984 
and 1988. the developing countries as a 
group transferred to the north on this account 
a net amount of S 163 bn. By 1988. the only 
countries in the south that remained net 
recipients of debt related resources were the 
countries in South Asia. Even here, the 
positive transfer to South Asia in 1988 was 
less than 30 per cent of that In 1982 (South 
Commission 1990). Table S reveals that 
whereas the aggregate net long term transfers 
tum positive around 1989, this turnaround 
is mainly due to the FDI flows, and the 
transfers on private loans remain negative 
till as recently os 1992, i e. for an entire 
decade. (Aggregate net transfers are a 
measure of the cash flow supplied to a 


c o untr y by externa) creditor* and equal 
a g greg a te net resource flows less the cost 
of servicing external liabilities, that is 
interest on debt sod reinvested and remitted 
profits.) 

The segregate figures given in Table 3 
hide a lot of regional tfitparity. According 
to World Bank estimates, the regional pmum 
of net transfers became more differentiated 
from 1991. Net transfers to Latin America 
became more negative, changing to -$ 8.6 
billion in 1991, compared to -$ 6.3 billion 
in 1990, reflecting higher interest payments 
because of clearance of arrears [World Bank 
1991-921. For the severely indebted middte 
income countries (all of these being among 
the major debtors), the net transfers tave 
been negative through the 1980s. As most 
of these countries have been undergoing 
rescheduling at least once a year, the 
fluctuations in the actual volume of net 
transfers would arise due to the exact 
rescheduling arrangement worked out each 
yew. 


Tasle 2: CLAiMfv-ATKiK Economcs sv Axju.mrAc Gnour 


Group 

Low Income 

Middte Income 


SICs 

MIC* 

SICs 

MIC* 

Exporters of manufactures 



Bulgaria 

Boland 

Hungary 

Exporters of non-fuel 
primary products 

Burundi 

Equatorial 

Guinea 

Ethiopia 

Ghana 

Guinea 

Guinea-Bissau 

Guyana 

Honduras 

Liberia 

Madagascar 

Malawi 

Maanunia 

Rwttda 

Togo 

Argentina 

One d'Ivoire 
Nicaragua 

cute 

GoaaaRica 


Myanmar 

Niger 

SaoTome" 

and Principe 

Somalia 

Sudan 

Tanzania 

Uganda 

Zaire 

Zkmbu 


Exporters of fuel* 

Nigeria 


Algeria 

Congo. Reg 
Venezuela 

Sm 

Diversified exporters 

Kenya 

Mozambique 

Stem 

Leone 

Bungtedah 

Central 

African Rep 
Comoro* 

India 

Sri Lanka 

Botevsu 

jtenbl 

*s-_♦_ 

pwddco 

Morocco 

Item 

Syria 

Arm Rep 

MApplMi 

UrapMQr 

Exporters ol services 

BUT 1 


V 

Toman. Step 

Wrrr World Bank (1991-92). 
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The above discussion indicates that white 
die effort* to save the banks from collapsing 
have inspired the official strategy, it ignore* 
die enormous cost that the debt crisis has 
imposed on the dried world countries. Here, 
it can be argued, as indeed it has been, that 
this is not as unfair as it seems at first sight, 
as the borrowers are only paying the price 
for their past follies. One has to therefore 
turn one’s attention to the origins of the 
debt crisis in order to assess the validity 
of this claim. The discussion that follows 
is cryptic, as the details have been examined 
in a number of earlier worts [see, for 
example, Sjaastad 1983; Deism tide 1984; 
Cline 1985; Lever and Huhne 1985; 
Lombardi 1985; KetteU and Magnus 1986; 
MagdofT 1986; Holley 1987; Fischer 1987; 
Kreuger 1987a; Congdon 1988; George 
1989; Avery 1990, to mention a few worts]. 

n 

Origins of dbe Crisis 

On the demand side, the causes of the 
current debt crisis can be identified as, first, 
a decision by the debtors to afford more 
imports and to maintain a higher rate of 
growth than would otherwise have been 
possible, i e, to go in for 'debt led growth*. 
There me variants of this theme that 
emphasise oa the erroneous policies of die 
debtor nations which compelled them to 
borrow large amounts. Borrowing for arms 
importstsapartofthisstory. Kraigerf 1987a) 
attempts a quantitative assessment of die 
extent to which individual countries had 
borrowed hi an unsustainable manner in die 
1970* and co nc l u des that no generalisation 
can be made which'would be valid for the 
group of LDCs as a whole. 

While all these propositions can be 
debated, the second part of the explanation 
it a factual description of external shocks 
that bit the LDCs in the 1970s and the 
1910s. The 1973 oil price hike increased 
the deficit on current account of non-oil 
exporting LDCs from $ 11 billion in 1973 
to $37 billion in 1974. In 1975. these 
cwiid ii cB were hit by the slow down in 
■unoiM co u n try o cin i n Q, wpicncm it per 
cant off commod i ty prices, slowed dieir 
growth and helped increase then current 
account deficit ml 46 biHion. in 1979. they 
were mee again hit by die rise in od prices 
aadoflasapereentageof iprn d hj g on imports 
went from 5.9 per cent in 1973 to 21 per 
cam in 198! (Lever and Huhne 1985}. 

Mncno-Bcnansuc Amunsuorr at 

Camma Gountmb 

While this explains the rise in borrowing, 
unfavorable devetopmants in the inter¬ 
national econo m y m the early 1980* are 
bdievad to have sparked off the oriel s. With 
the s e c on d oil price i n e rt are , the OBCD 
cou n t ries adopted anti-inflationary macro¬ 


economic policies. The result was severe 
worldwide recession, sharply falling 
commodity prices snd the highest real rales 
of interest in the post-war era. The 
u np re ce den te d rise in the rams of in terest 
meant not only » hike in the cost of servicing 
the debt |gu a further depression in 
commodity prices by raising the coat of 
stock holding. Prank (19841 arguea that k 
was the 1979-82 recession in the advanced 
industrial countries that was responsible for 
igniting the debt bomb. 

To the extent that the macro-linkages 
between the industrial nations and dtedebtor 
economies are strong, this has a bearing on 
whether the industrial countries can escape 
responsibility for the debt build up 
precipitating into a crisis. Also, it needs to 
be noted that a large part of the cost of 
structural change in the industrial countries 
was borne by the countries of the south, as 
the 1983-84 recovery in the north was not 
accompanied by a recovery in die south. 

This leads to another point. Bulk of the 
borrowing was done when the interest nuns 
were low and the expectations were that thay 
would to remain so in the medium term. Due 
to adjustment compulsions of the advanced 
industrial nations, the-interest rates rose 
sharply, thus throwing the debtors’ 
calculations haywire. While the debt 
contracts did not explicitly guarantee a fixed 
interest rate, the debtors b orrowed on the 
basis of an expected interest rate, baaed on 
the current trends. The unex pec ted rite in 
the interest ratea, which was essentially a by¬ 
product of the adjustment mea s ur e s in the 
north, was thus not fores e en by Ihe b o r ro wer s . 
We could, therefore, argue that the creditor 
country govern m ent s have violated an 
implicit contract, and thus cannot in all 
fairness distance themselves from the crisis 
that er u pte d in 1982. 

Another set of explanations help us 
understand the debt build up from the 


foreign currency on its exports cf ofl Caster 
than k could spend k, so k tavad the cash, 
placing k in large part oa daposks wkh 
a estate oomamreial hanks. The banks in 
mm lent k in dw ofl hnpottiag LDCs to 
finance imp or ts of higher priced oil. 
Borrowing was considered easy as 
international iateimt rotas were very lew till 
1978 and the tmf mas of imsnat were even 
negative for soma of We years. 

However, tide atmtdard explanation mtasra 
one point. Since moat of the Industrial 
l user rim am also oil I mporte rs , then how 
is k that it la only the LDCs that foand 
tbem ee lv c * in the throes of n debt crisis? 
Delenteide (1984) offers an interestin 
oxfMMDon* nc argues dnk rocycnng mo 
took piece at a more basic level that Is often 

surpluses was the purchase by the newiy.rich 
Arab countries of goods and services from 
the cou n t rie s. Also, because 

of the diversity of their economies, most 
industrial countries were able to cut imports 
and conserve enough energy in a couple of 
years to eliminate the payments deficits 
following the sudden Increase in oil prices. 
Yet another possibility, not often discussed 
in the literature, U that industrittaed nations 
can neutralise their debt by their own 
currency. Thus these nations may bedehion 
(like the US today) but their debt (crisis) 
is not analogous to the LDC debt crisis. 
Another way of adjusting for industrial 
co u ntri es was to tncre a a e their exports to 
dm LDCs. This was made feasible because 
of the credit supplied by the ounsmercisl 
banks.* 

This brings us to a larger point. While a 
numb e r of sh ortcomings In the domestic 
nwcro-poMdes of the LDC Man were 
responsible for the surge in foreign 
borrowing, the net t r a nsfe r of resources to 
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4RjpMh « rta* time wu very favourable 
* ihe world aoenemy. By contributing to 
rto mdammet of respectable levels of 
growth and investment in the developing 
countries through the 1970*, it helped to 
prevert a worsening of the recession indie 
north, and ensured the steady expansion of 
worm trade. 

Thus die needs of recycling petrodollars 
matched the borrowing needs stemming 
from the erroneous policies of the LDCi 
which benefited all the players at the time. 
This com pl ementarity is captured by the 
‘loan pushing’ doctrine (See. for instance. 
Oarity IMS). The central argument in this 
explanation is that commercial banks of the 
advanced industrial countries. Hush with 
funds and unable to find domestic outlets 
that wk profitable enough, practically 
pushed loans on to LDC borrowers. It is 
argued that concerns of credit-worthiness, 
of (he possibility ol default were not 
adequately taken into account in deciding 
on loan amounts and bankers went trum 
country to country, literally like door to door 
salesmen, persuading countries lo borrow 
amounts much greater than what they were 
planning to. A lot of research has gone into 
the measurement of country risk and 
evaluation of credit-worthiness, and to 
claim that professional expertise was noi 
available would not he true 

In this context, in the recent years, there 
has been some work reviewing the role 61 
the commercial banks in the debt crisis, 
given their major involvement in ihe 
recycling of the OPEC surpluses A view 
that Hands in contrast to the loan pushing 
doctrineiathat commercial banks took credit¬ 
worthiness into account while making 
lending decisions and thus cannot be faulted 
for irresponsibility (Oerler 1988a and 
1988b). However, the question that 
immediately trues is how then were such 
unsustainable amounts lent’’ Having 
examined die loan push.ng phenomenon 
somewhat in detail (Deshpande 19931. I 

would Kke to argue that this doctrine explains 

the lending boom of the 70s better than most 
other explanations, and therefore, merits 
some elaboration here. 

Loan Pushmo »y Commemial Banks 

Kmdleberger (1978) provides one of the 
earliest references to loan pushing by 
observing that in the early stage of the debt 
build up, ’^nnhinattonai bank s swollen » nh 
doilarv. Jumbled over one another in trying 
to uncover Wt foreign borrowers and 
practically forced money on the less 
developed cowan**" Dirty (1985) traces 
the idea, than banka force loans on borrowers. 
to tbc hsarssure txptormg financial flo*> in 
the 1930a from leaden in the Untied Slates 
to bo r rowu in Germany and Latin America. 

Dirty identifies t» major features related 
«o the loan porting phenomenon which. 
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according to him, are common to the 1920a 
as well as the 1970s. These are (I) the 
promotional-cunHpersuasion aspect* where 
the initiative to barrow comet from the 
lenders. Thus borrowers receive more credit 
than (hey themselves regard as feasible or 
necessary at the outset. (2) This implies the 
existence of surplus of funds that unable to 
seep into normal outlets, made their way into 
the leu developed regions. Darity explains 
that from the early 1970s. the supply of 
funds to the Eurodollar market was abundant 
and the demand for funds from traditional 
borrowers in the developed countries did not 
keep pace with the expansion of credit 
availability. This was true even with very 
low interest rates. (3) The foreign lending 
involved nepotistic connections and 
corruption in the arrangement of the loans. 
(4) The loans performed a market-making 
function for numerous US producers since 
they created financial capacity in the less 
developed countries to purchase the output 
ol the US enterprises. (5) When concrete 
evidence of softness in the ability of the 
borrowers to meet their obligations became 
visible, the lenders initially tried to resolve 
the situation by continuing to lend. 
(6) Eventually, lenders withdrew from 
providing funds, i e. ‘revulsion’ took place. 

The contemporary debt build up offers 
plenty of instances of loan pushing, the most 
well known of which is the story loid by 
Gwynne, a young ex-officer in a mid-sized 
US bank, in charge of making a loan to the 
Construction and Development Corpora ion 
of Philippines (CPDP). Although he was 


aware of the fact that he would be makmg 
the loan on a shrty ground, he decided to 
ignore danger signals and go ahead with the 
Ion, mainly because of’internal pressure. 
One of the bank's best domestic clients was 
an earth-moving equipment corporation 
which was sure that the loan would be used 
by the CPDP to buy its equipment. And so 
Gwynne made the unsound loan which, as 
he knew from the outset, was not repaid. He 
explained his action thus:" A* a loan officer, 
you are principally in the business of makmg 
loans. It is not your job to worry about large 
and unwieldy abstractions, such as what you 
are doing is threatening the stability of the 
world economy . In that seme, a young banker 
is like a soldier on the from lines: he is 
obedient, aggressive and amoral” |Gwynne 
1983]. 

Since the borrowers votuniahty signed 
these contracts, how exactly were loam 
pushed? What were the distinguishing 
features of the Euromarket that enabled loan 
pushing to go through? There are many such 
questions that are relevant, but a detailed 
elaboration would involve a major 
digression.’ 

Even if we overlook the details for the 
time being, it still remains strange dial such 
large banks, operating globally, simply 
overlooked tbc possibility of default. He 
truth is perhaps that die bonks were not 
unaware of this danger but actually believed 
that a complete and unilateral default will 
not lake place. The basis for this false 
optimism lay inthe sovereign risk h y pothe s is. 
The chief exponent of this was Walter 
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28 

111 

SIMICs 

Official ' 

3 3 

7.6 

8.1 

IS 1 

IU9 

2M 

Pnvate 

3 4 

11.3 

75 

• 85 

236 

43.S 


Note* SILICs. Severely indebted low income countries 

SIMICs Severely indebted mtddfc: income countries. 
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Wnstoo, duknun of Ctticarp in 1967. 
America’s leading banking group, but this 
was embraced by the other banking magnates 
as well. The sovereign risk hypothesis said: 
"Any country, however badly off, will ‘own* 
more than it 'owes'. Countries simply could 
not go bankrupt: even if they occasionally 
had some short term cash flow difficulties, 
the cure would be sound programmes and 
the time to let them work " The event* since 
1982 provide in themselves the biggest 
refutation of this fallacious belie!. 

What the above discussion about loan 
pushing reveals is thatifthe debtors benefited 
from the lending boom, so did the lenders. 
And if the surge in lending was simply in 
response to the market signals, how can it 
be rational for one of the parties and 
imprudent foranother? And so. if the debtors 
need to pay the price for their past follies, 
so do the lender banks. This is not an argument 
calling for the collapse of the international 
financial system: Sachs <1986; provides 
evidence to put to rest the myth that hanks 
cannot survive major write-offs. 

Ill 

Case for Repudiation 
aad Write-Offs 

It would be instructive now to review the 
official debt strategy in the light of the 
stylised facu presented above. As was stated 
right at the beginning of this essay, the 
official policy on debt rescheduling is two- 
pronged. At one level, any country that 
declares that it cannot meet its debt repay- 


i> crucial, because If the crisis Is InM one 
of illiquidity, purereatnictUringiSaufflcMM. 
However, there is an Insolvency crisis 
whenever the debt service burden exceeds 
the ability of the debtor economy to pay. 
giving due consideration to social equity. 
Thu* ifpn^ptions for illiquidity are applied 
to countries that are actually insolvent, 
prospect* for success would naturally be 
limited. 

The validity of this distinction has boen 
questioned [Basu 1991) and while the 
debate can goon, this is not one of the most 
important problems with the official policy. 
The discussion in the earlier section* points 
to more substantial flaws. First of an. it 
completely ignores the history of the debt 
build up and place* the blame squarely on 
the debtors, which according to the evidence 
available on loan pushing would be a partial 
view. This, as stated earlier, has implications 
on who ought to bear the burden of 
adjustment. 

Secondly, the strategy also fails on the 
criterion of fairness. This again follows the 
arguments placed earlier. If the debt bomb 
was ignited as a consequence of the North's 
anti-inflationary adjustment measures, then 
not unlydidthecreditor countries effectively 
violate an implicit contract, but the debtors 
were paying the cost of the adjustment effort* 
of the rich industrialised cuuntries. 

These two strandsofthecritique of official 
policy on the debt crisis have often been 
dismissed as ‘normative’ issues. While it is 
dear that such dismissal does not stand up 
to historical evidence - which, incidentally. 


* - - , - 7 & ; -"T 

■ tfirtftiigfe um if ~fiHw wd MtifM* 

ofgcrtxsiy Imprope r preeadonf*. WMfn iM» 
would Indeed be. the Ideal solariew, o n e has 
to ptae it in the context of imeraatiaael 
politics and power relations. The cradhort 
being the richest and the most powerftil 
countries of the world, enforcing this would 
either require strong collective act Ion on the 
part of the debtors, the prospect* for which 
are not very bright Or it would require a 
truly neutral Mid powerful international 
agency that would have to insist on this 
tripartite agreement. The Fund-Bank for 
obvious reasons do not constitute such an 
agency. Their view of the debt crisis or of 
international problems in general is clearly 
not unbiased. 

Notice that so far the case for write-offs 
has been argued without any comment on 
the nature of structural adjustment and 
reforms that the IMF advocates. This is to 
because it is important to recognise that one 
can appreciate the flaws in the debt strategy 
quite independently of one’s views on the 
reform package. However, the question that 
comes to mind now is that if the reform* 
are a step in the right direction and are 
growth inducing, that the debtors could 
actually generate the capacity to repay, in 
which case the debt overhang effect could 
be neutralised. This brings us to the final 
part of the essay, which contains a brief 
discussion of the reforms in the third world 
countries. 

Ant. Rermms a Way Otrr? 

It would be foolish to deny the need for 


meat commitments normally undergoes a the international community represented by reforms in almost all the debtor countries, 

rescheduling agreement involving its the IMF takes recourse to in order to justify not merely for debt repayment but in fact 

creditor banks and the IMF. In return for its policies - a powerful argument against towards a solution of pressing economic 

a change in the terms and time schedule of the strategy can he made even if these and social problems. Specifically in the 

repayment and some fresh lending, the ostensibly normative issues are kept aside context of the debt, crisis, a great deal ol 

debtor country has to agree to a standard forlhe time being Doe to (he crippling effect the borrowing has simply supported the 
austerity programme, which aims at putting of the debt overhang, the debtors are simply cxiravagaoce of the ruling elite in these 
its financial house in order, to generate unable to repay tn full. The more is the countries. The 'needs’ of this section enabled 
■■ pl uses so that the debt is fully serviced, insistence on maximum repayment, the worse loan pushing to go through without a hitch 
The belief implicit in these arrangements is is the debt overhang effect, with its To remove backwardness and inequality, 
that the debtor is si mpty illiquid' rather than deleterious impact on investment and growth the whole gamut of policies that serve the 
'insolvent', and therefore requires some This points to the seir-defealing nature of top 10 per cent or the top 20 per cent need 
temporary financing till macro-economic the strategy, which is a probl e m quite to be changed, in order tomake way for more 
adjustments enable the country to generate independent or the so-called normative equitable and far-reaching development 
re payment capacity on its own. issues. But the question is to what extent it if* 

At another levd. for the SICs as a group All these arguments can now he combined IMF programme an agenda for modern 

various plans such as the Multi Year to suggest that substantial write-offs (or ration that will involve the poorest sections 
Rescheduling Arrangements fMYRAs). the repudiation on the part of the severely in economic development and growth?Thi» 
Baker and the Brady Plans and so forth distressed nations) act* unavoidable if the is of come an ares tint is very vast and 
here beta formulated (for details, aee debtors are to get out of t hei r p re s en t misery, ridden with con tr o v ersy, anil one cannot 
Bramard I9K7: Mdtscr 1987: Brady 1989; Lest the suggestion for repudiation be hope to do justice »it in a few paragraph* 
ftterf and Trcusc 19*9). The locus in these dtomssed on grounds of illogaiity.it should However, e few remarks are unav o id a ble in 
prog ram m es mo u rn* es s en ti al ly tite same as be noted that in-the context of the the context of the debt crisis, 
the cnnkjfcra a pp roach insofar as these co n tem por a ry dsbt cm**, default is Justified There u a targe body of wort that foetus 

two levels of official pohey are compte- by international law IKanagints 1991). on the country specific adjustment 
memary, a enwfaethat is valid for fte entire Sjtmtsrt <19g3) ergurs Ural a strategy Which p wgammee and two perspectives dead? 
poftcy am be developed aa c o m bim tt onofti>edehor» hn iBgad r e d s sn cr g i outofthtiwiufcOretheiwgMCM)* 

One of the debates su r rounding these to malts MJmmmuu.wadditionio the banks thalMF sMBilltmioupOllciraareameWisHy 
program m e* centres aro u n d the no ti on* of berng re qui red to absorb the tomes from a step in the right dlteorie e io term* of 
iNIqouhty versus tfmdrency.ThttdMInctioe their carter landtag daemons. weuM mnai mfanwu^toettofetor anuiitHea tattwn*** 
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m^mA * UwaiiutiQn and privatisation, 
jtytagstoMtb mart* forces, reducing the 
wteofthn f ovarmnc n t tad the pubfic rector 

0e,roductofdistoftJoes) and integrating the 
debtor economies with the global economies 
[GyMtoon 1983; for an exhaustive study.see 
World Bank 1988]. That this adjustment can 
be painful for the population of the debtor 
countries is not rated out. Hem the IMP view 
is that austerity might be harsh, but it is the 
price that debtors have to pay for their 
imprudent borrowing. 

We have already seen that this claim is 
highly questionable. Besides, it assumes that 
the debtor country is a homogenous whole. 
There is a conflict of interests within the 
debtor countries, and to a large extent all 
those who are paying the price for austerity 
did not necessarily benefit from the 
borrowing, because of which they are being 
asked to make adjustments. 

On the other hand are country studies (hat 
are critical of the adjustment programmes 
for a variety of reasons. It is argued that these 
programmes impose debilitating costs on 
the majority of the population of (he country 
due to the cut in subsidised public services 
like transport, education, health, etc, in 
welfare programmes, hike in administered 
prices often accompanied by a freeze on 
wage*. The result is a precipitous fall in the 
standard of living of the population that has 
led to widespread riots and socio-political 
unrest [Payer 1974; Groper 1989; George 
1989; Pool and Stamos 1983; Sachs 1986; 
Hoogeveh 1987], Dietz (1986) points out 
(hat after more than a decade of growth rates 
that exceeded the industrial and US average, 
in the 1980s. Latin America's income 
suffered a historical reversal. From 1980 to 
1983. (be average real growth rates of per 
capita income in Argentina. Brazil. Chile. 
Mexico and Peru were negative and per 
capita income levels have turned back a 
decade to those prevailing in the 1970s. or 
for Peru and Chile, to prc-1970 levels. 

A stat is tica l study of 93 countries of the 
growth oriented adjustment programmes 
(Fainicial I990J. white making none of the 
above criticisms, suggests that, after 
controlling for external factors and for initial 
conditiant, growth Is not higher ui countries 
recipient of IMF-WB Fund, but that 
investment was significantly lower than for 
non-recipienl countries Kreuger (1987b) 
looks at (he LDC growth experience in the 
80s and conctode s that growth was low. 
export perfonmnoe was poor due to a 
wonsnini of the protectionist measures in 

the DCs ind voluntary flows did not resume. 

even to nmiMrtm whose policy reforms 

TTlfSS that these costs would 
Mvt boon worth accepting had these 
programme* provided long-term solutions 
•• d»p*Ofafom*oftha(tob*» economies that 
led to the doht cri sis m tha first price Here 


the nature ofthe shock therapy that the IMF 
administers needs to be examined. What 
follows is not a detailed examination, but 
a few cursory observations. 

Firstly, purely on the external debt front, 
it has been seen [Deshpande 1993] that two 
specific features of the adjustment 
programme, viz. devaluation and a reduction 
in public sector spending, adversely affect 
investment and thus worsen the debt 
overhang effect. 

Secondly, fiscal retrenchment would by 
itself not lead to enhanced efficiency in the 
public sector or its replacement by efficient 
private sector activities. Often fiscal 
contraction has been responsible for 
unemployment of resources and underuse of 
productive capacity. 

Thirdly, in the IMP package there has 
been an excessive emphasis on curbing 
domestic credit. stemming from the erroneous 
understanding that this will curb excess 
consumption. However, credit in developing 
countries finances mostly investment and to 
that extent a tight monetary pokey would 
not be conducive to growth. 

Founhl y. in countries where lack of foreign 
exchange has been a major obstacle to growth, 
quick liberalisation of imports may not be 
judicious. Also, where industrialisation has 
been dependent on imported components, as 
indeed is the case in many developing 
economies, a devaluation often has the effect 
of making imports more costly rather than 
curbing them, and (his. ceteris paribus, has 
the effect of worsening the BOP deficit. 

In some cases, exclusive or even heavy 
reliance on adjustments in exchange rates 
may not be the best way of achieving a 
desirable trade balance. For a country that 
is subject to severe BOP shocks, it may be 
difficult, if not impossible, to determine an 
exchange rate that will bring about the 
requisite internal and external balance, and 
so a continuous devaluation in search for the 
ideal "market clearing’ rate may not yield 
any positive results; on the contrary, again 
if Mexico is any guide, it may lead to near 
disaster. 

This leads us to one of (he fundamental 
flaws in the IMF approach. The entire focus 
of adjustment is on bringing about 'price 
reforms', as if getting prices ‘right' is the 
key to a smoothly functioning economy. 
With monopolistic elements being more the 
rule than the exception in the international 
and national economies in (he world, the 
possibility of ensuring competitive prices is 
in any case very remote, if it exists at all. 
Be that as it may. even if for argument** 
sake ii is accepted that a genuine price 
reform is possible, the much larger and 
more difficult question of asset reform (to 
borrow a phrase from the stmeturaiteu) 
remains. WUh glaring inequalitiesofMioanie 
that stem largely from inequalities in mm 
distribution, most developing countries 


flpnd to bring, this on top of the reform 
agenda, not only because of considerations 
ofoqufty.butslsoin the interest of economic 
growth. 

What have been offered above are only 
cursory comments on some elements of the 
IMtlfWorid Bank stabilisation and structural 
adjustment package. A detailed critique has 
been done tty several economists of various 
hues [see Taylor 1988 mid 1993 in addition 
to refe renc es ment io ne d above); for the 
present, we need to only note dim this 
particular type of reforms may not be 
necessarily conducive to growth. To the 
extent that the above is true, the possibility 
of reforms leading to a reduction of the debt 
overhang may be extremely limited. 

Even if we temporarily decide to ignore 
larger Issues of growth and so on, we need 
to look at the record of the strategy in being 
able to generate sufficient repayment 
capacity. Even on that limited front this 
policy had performed only modestly, if at 
all. going by die repeated rescheduling that 
countries undergoing the adjustment 
programme have been facing. The amoont 
of debt restructured with official cred it or s 
thus rose from an average of S 8 J bn m 
1982-86 to $ 64.8 in January-September 
1991. The average number of agreements 
rose from 13 for 1982-86 to 24 in 1989. The 
HICs in particular have been going in for 
repeated rescheduling. Thus, from January 
1980 to September 1991. the number of 
multilateral debt relief agreements with 
official creditors and commercial banks for 
the IS HICs are: 

Argentina 8 

Bolivia 7 

Brazil 7 

Chile 10 

Colombia 2 

Cote de Ivoire 8 
Ecuador 7 

Mexico 12 

in addition, many of these co un t ri es have 
signed debt relief a gr eem ents mat tide 
multilateral fora. For 1983-90 atone, the 
number of such agreements are: Argentina 3. 
Bolivia 2, Cote de Ivoire 1. Ecuador 8. 
Mexico 2, Morocco 3. Nigeria U.Farad 
and Uruguay 2 ( figures from Worii Bank 
1991 -92]. 

AM OtWR SoUZnOMB FOMMjff 

In addition to the various plant Hamad 
hy the US government, there are a ava ra t 
schemes that have brum propoaad for 
solving the debt crisis fay v ari o us 
institutions and res t a rt h a t* . (Far an 
overview of the proponed tdnhat, use 
Mohwty 09921.) These is a prapeml liar 
recycling the Ja pan ta t amylna fWBDt 
19861. co ac ttte aat y debt raductmn (fear 
19881, creation «f an lamramirad 4*1 
discount corporation [ Kn nc n I990J, 
ganantiriag die db dp Mue of adpuaamnt 
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and renewing the dialogue [Camdeuut 
1986), analyst* of setting up of an 
international debt facility [Carden 1988), 
selective debt relief [Sachs 1986). a co¬ 
operative solution where the Western 
governments recognise their shoe of the 
responsibility for the crisis [the Lever Plan, 
discussed in Lever and Huhne 1984 and 
Huhne 1988], a debt adjustment facility 
within the IMF [Sengupta 1989], to name 
a few. Frydl and Sobol (1989) analyse debt 
reduction (any voluntary scheme that 
reduces the burden of external debt) versus 
debt forgiveness (forced mark downs or 
write offs) and conclude that the former is 
preferable. Frank (1987) critiques the 
proposed solutions by arguing that most 
of these propose to further increase the 
debt now and the debt service later even 
more. 

Market-based solutions: Some believe that 
the debt overhang can be reduced if the 
secondary market in LDC debt is 
sufficiently active. This area has seen a lot 
of research (see. for instance. Dooley 1988a 
and 1988b; Huhne 1988; Borensztein and 
Pennachi 1990]. The proposals include debt 
for equity swaps, debt buybacks, debt for 
debt swaps, interest capitalisation and debt 
securitisation [Parhlzgari I9K8| and even 
debt for nature swaps [Fuller 1988], which 
allow LOCs to benefit from market discounts 
on their debt. These proposals are not free 
from controversy. Chandra (1988) argues 
that while these may provide short term 
relief, they are injurious to the long term 
interest of the debtors. Van Wijnbergcn 
(1990b)demonstrates theoretically that cash 
buybacks lead to an unambiguous welfare 
loss'to the country even if it succeeds in 
capturing the full secondary market discount 
prevailing before the buyback. Bulow and 
Rogoff (1990) develop a model to show that 
troubled debtors do not gain by repurchasing 
external debt at market discount, even it a 
buyback would stimulate investment by 
relieving debt overhang. 

While assessing these proposals n 
needs to be noted that the market is still 
dominated by commercial banks and 
participation in the debt-equity swap 
programmes is still very thin lor most 
countries and the market is still at an 
immature stage for most countries Active 
trading in claims for eight countries - 
Argentina. Brazil, Mexico. Philippines. 
Poland. Venezuela and Yugoslavia - is 
donunMed by trading in four of them. 
Argentina. Mexico, Brazil and Venezuela. 
Mexican and Argentine bunds account for 
respectively around 35 per cent and 25 per 
cent of the market Brazilian bonds account 
for another 10 per cent or to. White the 
World Bank is strongly in favour of 
promoting the tecnodary market, it admits 
that "ruing prices make debt conversion 
opera! mm ics* attractive by steadily reducing 
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the swap discount. Mnle wonder, rhea that 
debt conversions Ml sharply from a peak 
0f$28bnin 1991 toS I Ibnin 1992" [World 
Bank 1993-94], 

Concluwno Remarks 

[As a result of the debt crisis, the eighties 
were a lost decade for most of the indebted 
countries. Economic crisis and its handling 
by. the creditors contributed to social and 
political destabilisation in the third work). 
Yet the commercial banks and the creditor 
nations insist on shirking all responsibility 
for the consequences of the debt crisis. The 
IMF and the World Bank have essentially 
acted as the custodians of these two players 
in the debt game and thus the debt strategy 
had serve/ the banks well hut has 
completely failed to free the LDC debtors 
from the predicament in which they are 
trapped.) The typical adjustment package 
is not only unfair and in disregard to the 
history of the debt crisis, to borrow a phrase 
from the South Commission’s report 
(written under the secretaryship ol 
Manmohan Singh), ii is "marked by 
excessive dogmatism and lack of common 
sense”. 

Thus substantial write offs may be 
inevitable as the first step towards the solution 
of the debt crisis. However, insofar as the 
debt crisis is a reflection of the underlying 
structural imbalances in the debtor 
econdlnies. reforms are essential as a quick 
second step. Most debtors urgently need to 
get out of the deadly combination of poverty, 
illiteracy, hunger, disease andsqualour made 
worse by low economic growth and 
inequality. What needs to be noted is that 
this is possible only through the effective 
reversal of the current strategy, failing 
which stagnation and indebtedness will 
persist through the 1990s. making for yet 
another lost decade. 
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1 Tbs detail* am as follows: under 4 m plsn 
America wiH exchange iu foreign ux cb i uif i 
reserves for dollars, vtu^h ui tarn it wil 
swap for Mexican pesos. Mexico wifi haw 
to return the dottars within 3 to .1 years 
depending on the maturity of the swap. Th 
American Exchange Stabilisation Pern 
(ESP. which holds $ 25 bn worth of foreigi 
currency reserve*, mostly yen and PeutsdM 
marks, which ere used to prep up the dolls 
in a crisis) will also set aside soma cast 
to back guarantees on Mexican debt and Ih 
fed will provide S 6 bn of short term swept 

2 These figures are in nominal terms. Th 
real debt build up would probably be let 
than what these numbers suggest. However 
I am relying on World Bank data, which ha 
not (so far) calculated a series on the rea 
debt build up 

3 While ihe debt servicing capacity is usually 
taken os on indicator of the rapacity to repay 
Jaian (1070) questions this practice, especially 
a* a guide for future lending 

4 In fact, ihe widespread view in Ihe litcmuri 
is that as long as debtors generate sufficten 
capacity to repay, there cannot be a 'deb 
emus the eye it of lending and borrowing car 
continue, presumably endlessly. While ihu 
may be true, what also needs to be noted » 
ilui if Ihe servicing or repayment of external 
debt proceeds according to Ihe terms of lhr 
loan contract but at an enormous cost to thr 
people of the debtor nations, u would. I 
believe, still constitute a 'crisis' This is so 
because the debtor nation* are as crucially 
involved in and affected by ihe debl crisis at 
are the largest money centre bunks. So j 
debilitating effect on ihe lives of ihe people 
of ihe debtor countries should mem as venous 
a concern as the prospective threat to the 
stability of (he international financial system 

5 These categories are based on standard World 
Bank classification. Severely indebted 
countries are those for whom three of the four 
key ratios are above critical levels, debt u> 
GNI* (50 per cent), debt to exports of good' 
and all service* (275 per cent), accrued debt 
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rise—mwqtens(20 percent). Cowuries with 

M Mitat Mt pnMem are tfaoM fbr whom 

Warn reiot on below critical levels, Ail the 
Twnrdy ladriMid ooawtries' areasubsetof the 
huger M of “severely indebted’ countries. 

6 Ths manner in which this happens isexairined 
forasstty in Baaa and Deshpande (1993). 

7 hr this. aee D es hp a n d e (1993). This also 
contains a theoretical model that formalises 
the concept of loon pushing, which serves 
to remove some of the ambiguity from the 
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Bombay’s Indian-English Fiction 


Roaban G Shahaai 

Indian writers in English should not be seen in a privileged relationship to regional language writers; nor is the 
relationship one of competition. There is space and validityfor both kinds of experience. If culture is to be, truly pluralistic 
and if Bombay is to epitomise that plurality, then writers in English have a legitimate right to 'appropriate' the city.- 
The question is not one of territorial rights. 


•Country’ and 'City' are very powerful 
words, and this is not sutprising when we 
remember how much they seem to stand for 
in the experience of human communities... 
powerful feelings have been generalised. 
On the country has gathered the idea of a 
natural way of life: of peace, innocence and 
simple virtue. On the city has gsthcred the 
idea of an achieved centre: of learning, 
communication and light Powerful hostile 
association* have also developed: on the 
city as a place of noise, wortdlincss and 
ambition: on the country os a place of 
backwardness, ignorance, limitation. 

- Raymond Williams 

IN the earlier stages of Indian writing in 
English, (here was a propensity among 
miters of fiction to set the rural-urban 
milieu in binary opposition, with associations 
of simplicity innocence and peace gathering 
around country life and those of chaos, 
corruption and evil around the urban ethos. 
The son-of-the-soil syndrome and/or the 
earth-mother figure are commonly featured 
in this kind of writing. Even when socio¬ 
political realities are confronted, they 
appear filtered through a middle-class 
cons ci ous n ess. Although socially relevant 
issues like untouchability. rural poverty, 
class, cane or gender oppression, arc raised, 
they are often domesticised. sanitised and 
finally dissolved and diffused in a romantic 
hterring of focus. Early examples like Mutk 
Raj Anand's The Untouchable. Raja Rao's 
Konthafwra. seminal work* in their own 
right, come to mind, at do more recent 
examples like Kamala Markandaya's Nectar 
in the Sieve. In the years preceding 
independence and in the euphoric decade 
that followed, as the young nation was 
cansolidaiingttsdf.the need for Tndianness’. 
at tradition, found expression through a 
valo ris ation of the Indian peasant sod of the 
fadhm ruratscape. Net surprisingly, as the 
edRort of Women Wniiny in India point out, 
dm cinema box-office hit. Mother India . was 
made at the peak of ibis national fervour, 
bi this film the Mother figure and the 
Mo th erl a nd ate venerated, idealised and 
i n v es ted with powerfu l symbolic value, in 
literatiirc as well as in the visual media, ouc 
aought. and very readHy discovered, the 


Indianneu-nisficity-simplicily nexus. With 
the need to explain ‘our* ways, ‘our’ culture, 
‘our’ traditions both to ourselves mid to the 
western world, rural India seemed to appear 
more truly ‘ours’ and more truly Indian than 
the already 'westernised' metropolitan city. 

We tend to carry that notion with us still, 
long after the era of flag-waving 
independence. As recently as a couple of 
years ago. a reputed critic stated very 
categorically that the authentic Indian novel 
in English had yet to be written for no writer 
to date had written successfully about our 
sons-of-the-soi). There might he partial truth, 
although unintended, in the latter half of the 
statement, in the sense that the tendency to 
pictorialise and romanticise the Indian rural 
scene by Indian novelist.* in English, has led 
to a certain inauthenticity. However, one is 
not so readily convinced by ihe authoritative 
assertion that ihe authentic Indian novel in 
English is waiting to he written. In fact, the 
Indian city is as ‘representative’ of India as 
is the Indian village, although the writer 
needs to grapple with a totally different set 
of realities and. of course, the tendency to 
romanticise the city can be an equal danger. 
This paper dues not wish to valorise the 
‘city-bred’ novel as against its ‘countrified* 
counterpart. They have been juxtaposed only 
to emphasise that the last couple of decades 
have produced important ciiy-cemrcd 
writing, much of ii set in metropolitan cities 
like Bombay. The Bomhayitc’s existence 
can he as truly characteristic of India as the 
country-dweller's; to go a step further, one 
can argue that the complex range and plurality 
of this city’s culture make it even more 
representative of the complex plurality of 
India, although one is a little sceptical about 
using this word reprcswmuive' in the first 
place. The idea of plurality has gamed grtwnd 
even as the idea of nation and nationhood 
is probiematised. the writer, we have come 
to think, needs phaal kinds of represe n ta tions 
to.convey the larger experience. 

When Indian writers in English choose art 
urban locale, they write with a relatively 
greater seme of eaaeandcnnfidonce for they 
are dealing with a sphere fsmifiar to them, 
and working within the modslhiea May 
understand best.The chy’samorphauaMH - 


even while it accentuates a terrifying sense 
of anonymity among its inhabitants and 
which many of the‘Bombay writers’portray 
in their fiction - could give to such writers 
themselves an anonymity and amorptaus- 
ness that is desirable because it permits a 
sense of freedom and privacy. Because the 
city has a plural character, it can provide a 
vantage point for writers to liberate 
themselves from an essciuialist view of the 
nation. The city brings the writer dose to 
power-structures which can supply them 
with the site and focus of their interrogation. 
Admittedly, as will be explored later, such 
an urban writer, often a tnuiscultural one. 
is likely to face the nor altogether unjustified 
charge of elitism, of being nut of touch with 
grass roors realities. 

Imaoininc, Bombay Thuouoh Engush 

The choice of the English language, like 
ihe choice of the urban locale, becomes 
inevitable for these writers. Undoubtedly, it 
is the language of a minuscule minority and 
a colonial legacy to boot. It is. however, ite 
only tool available to them and one which 
they arc exploiting to advantage, in order 
to capture a particular aspect of Indian 
reality - its urban cosmopoiRanum. Bombay 
as a metropolis could he seen to characterise 
this composite quality despite its recent, 
very inglorious past Moreover, unlike other 
major cities of India, such as Calcutta or 
Madras. Bombay’s very mixed population 
has further entrenched ihe use of English, 
not only as a cultural tool, but as an everyday 
functional means of communication, 
especially among the middle dams who 
form the bulk of (he reading public. The 

English language becomes a handicap when 
the writer employs it to de H neat e a ratal 
experience and hfn o cR tga R ao’ njxa a pr ra t ed 
cry-‘the idling has not baeneaay-One ha* 

to convey tna language that htnutune'sown 
the spirit tbit is one's own* (Porewonl. 
Ktmthoptm wj. H»dttemmac^ be underwood 
in the context of its time. 1 * 37 , in view of 
the novel’s rand locale aod of It* nanatiw 

voice- that of an old viUagp woman, hi the 

IMG* and 1990a. h oweve r . and with the 
younger writer s' incr ea sing fewest 


h maropoMun perception* 
longer confront* 
them. For one thing. English today it as 
lndMK a language as any other spoken in 
the tw b ot fflria on i Aijai Ahmad puts it 
wcelnedy when be says that ’one cannot 
te|eet English now on the basis of its 
initially colonial inaertion, any more than 
one can boycott the railways for the same 
reason' (Ahmad i992:771, For another, 
writers like Amitav Ghosh und Salman 
Rushdie have radically altered the traditional 
map of English fiction. Rushdie himself 
avers that as fir as Indo-British fiction is 
concerned, ‘fiction is in future going to 
come as much from addresses in London, 
Birmingham, Yorkshire, as from Delhi or 
Bombay' (Rushdie 1988-91:171. 

The phenomenal growth ot Indian- 
Engiish fiction, the enlarged use of English 
in India as a metropolitan language, and 
the metropolitan concerns of literary 
productions, can be ascribed to the rapid 
growth of an urban middle class readership. 
The institutionalising of these studies m the 
academic curriculum as well as the 
mushrooming of indigenous publishing 
houses have further ensured its palpable 
presence. India boasts the second largest 
English reading public in lhc world: a 
sizeable fraction of this public is it* he 
found in Bombay. Increasingly, therefore. 
Indian writing in English addresses itself 
to this readership. Thus, writing that is 
related to one's working-day experiences, 
one's private and public life, and to various 
urban-based issues, today finds a ready 


readership. It is like seeing unesell in a 
film shot on location, even if one figures 
merely on the fringes of » crowd scene The 
wetter today writes less and less with a 
western reader in mind, although that kind 
ot self-ctMisciousness. of the desire u> 
explain, describe. Interpret and even to 
represent, is not altogether absent That the 
writer, by and large, although s/he uses the 
Englishman's language, no longer regards 
it as such and in fact addresses himself/ 
herself to the Indian reader, as much as to 
any other, it illustrated by Rushdie’s 
statement. Referring to Midnight * 
Children, he states. "I certainly leh that n 
us xubcontmenul reader* had rejected the 
work. I should have thought it a failure, 
no matter what the reaction in the west . So 
I would say that I write “for' people, who 
feel a part of the thing* t write about" 
(Rushdie l9«*-9«;l9-20! 

More rpedficnNy. the Borahayife* use. 
•ppropnadoo and *H/indigcmsafi<>n of 
English is accuntciy caught in the same 
novel, espactaity is the responses of 
Psdrna o», agank is the Parti inflections 
,fl Mistiy'a Ttdrt from Ftmztho Btmg 
Undoubtedly, 8 dux level, the narratives 
. *ould ba jttdggd as having no more than 
Popular appaal: last if that t* not the crucial 


factor, h is no n ethel ess an important one. 




The h*thro*b erf fcemure.»p#v«i byd* 
Lea visiles have today bifurcated into by¬ 
lines and alleys, and into the “de» sadak' 
and ‘gullies’ as well. 

Similarly, at what might be termed a 
superficial if not altogether superfluous 
level, it is the familiarity of the locale and 
the hurly-buriy of Bombay’s daily routine 
that, like its local Hingliih jargon, delight 
the reader, particularly the local reader. 
Familiar landmarks and sights crowd the 
pages of these narratives; in Rushdie's and 
Mistry's set respectively in the Bombay of 
the 1950s and 1970s, in the sombre settings 
of Anita Desai's and Shashi Deshpande's. 
■n the ebullient gaiety of Kangas. Hanging 
Gardens,Chowpaity. Apollo Bunder. BEST 
buses, local trains, protest, 'tnorchas'. 
'duhbawalas' delivering home-cooked 
lunches to offices, plus Churchgatc and 
Warden Road span menu, middle dasx Dadar 
flats and pavement dwellings - the seedy 
Paris calc and the splendid Taj hotel (within 
walking distance of each other) - all these 
give to the narratives “a local habitation and 
a name' and root them firmly in the physical 
and geographical realities of Bombay. The 
reader readily relates u> the hustle of this 
city: reading about it could even have a 
cathartic effect on his or her trayed tempers 
and jaded nerves and thereby lead him/her 
to a warm celebration of the vitality of the 
metropolis. The Bombayite would respond 
positively to the characterisation by 
Rushdie - a writer who proudly called 
himsclt a ' Bombay wallah'- of 'Indian 
urban culture, Bombay above all... (being] 
full ot takcry and gaudincss and super¬ 
ficiality and failed imaginations... (yet) 
also a culture of high vitality, linguistic 
verve, and a kind of metropolitan 
excitement that European cities have for 
ihc most pan tnrgoUcn ' It is an ’over- 
painted courtesan' at once seductive and 
revolting (Rushdie 1988-91:1 IO(. 

The tendency of the reader <* > he so carried 
away by the familiarity of the locale could, 
however, lead to occasional fallacies and 
pitfalls. One.lends to forget the fact that 
these locations are maps ol the mind not 
tourist guidebooks, even though unqucMton- 
obly tunlike the quixotic H R F Kcutmg). 
none ol the writers in question could have 
imaged the city without having lived here 
at some tunc or another. Clue-hunting, of 
course, is a seductive game and various 
readers, with equal certainty, have claimed, 
for instance, that FirOJtsha Baug' was none 
other than Rustom Baug. Khareghai 
Colony, or Shapur Baug (Surat ya I99l(- 
Many have waxed indignant at Dear's 
gloomy portrait of Bombay, saying 
'Bombay was not (ike that .' Irate readers 
have written to Rushdie arguing that the 
author had charted Bombay’s bus row** 
ail wrong (Rushdie 1988-91:23], 


I’icBott even though H might give the 
Bhatioftof authenticity, cannot be ‘realistic' 
hi the narrow sense of the term. Mistry. 
reacting'to. the insistence that Pams be 
represented hi a more flatten tig light, hat 
stated that he was not reproducing a social 
document dealing with theRarri community, 
la 'Swimming Lessons', a metaficthmal 
story, tmicipauog the same criticism. Misery 
pre-empts it: his fictional persona. Kerri, 
who has just sent his recently published 
Tales from Firoitha Bang from Toronto to ' 
his parents in Bombay, imagines his father's 
reaction; 

...there should have been something positive 
about tons, there was so much to be proud 
of: the great Tau* and their contribution to 
the steel industry, or Sir Dhufuw Petit m 
the textile iadutuy who made Bombay the 
Manchester of die Bast.Aad he could have 
written something also about the historic 
background, how Parris came to India team 
Persia... tod were descendents of Cyras the 
Great. .. He could have made a story of all 
this, couldn’t he? (Mistry. R 1987:243). 

‘He’ could have but ‘he' did not. Mistry's 
mlenl ion was not to produce an authoritative 
guide to the social history of die Ranis of 
Bombay. Much less was Rushdie’s novel mi 
attempt to recreate national history' It is 
i&dccm’s] story, not history, even if it 
plays with historical shapes' (Rushdie 
1988-91:22) Among the numerous 'coma' 
be commits in Midnight 's Children . Rushdie 
confesses' his ‘mistakes': ‘Concrete 
tetrapuds'. he admits, have never been used 
in Bombay as pan of any land reclamation 
scheme, (as stated in Saleem's narrative(, 
but only to shore up and protect the sea writ 
along the Marine Drive promenade. Nor 
could the tmin that brings Picture Singh and 
Sateem from Deihi to Bombay possibly have 
passed through Kuria. wtudiuonadRfaeat 
line (Rushdie 1988 91:221- 
The point that Rushdie makes, and by 
implication so do the other Bombay writers, 
is that, as novelists, they are creating 
Bombays of their imagination. The city it 
tashxmed in the writer’s own image, than 
ceasing to be geographical territory Mg 
becoming instead an imagined tapes. Nor 
do the narratives record history; they 
fictionalise it. 

In fact, Saleem's misreading lug 
misrepresentation in many pieces in 
Midnight 'i ChtMrat conserve ataMbringp* 
to the several reading* and represeeLajM* 
to which the city lenda M. Romnp f * 
infinite variety, it* paradoxes Mri 
contradict tons, defy My ctaty defl Ut on. 
Rather, they minor and necoMM for •* 
heterogeneous presence and the polyphononi 

tflMCKX Of HI* "tnCn • Pm 

Amta Boat sndR n bj ntm i MMr y.OmdMM 
Das mdFMan* Kenya. AstheprotapMM of 
Ksrtgt's Trim* to Grow raahscs. sit -b rag 



the cky of Bombay spread out bekw Me 
fue. ’Youcar look atsscenefromathousand 
different windows and you'll see something 
hew each time' [Kangs 1990:49). 

Mooes of Reclaiming Bombay 

The ground of commonality among these 
diverse writers, in fact, could be their 
recognition of the multifacetedneis of 
Bombay. To locate the narrative text in 
Bombay, is to textualise the complexity of 
. its realities and to problematise the 
unrepresentative quality of a ‘typical’ 
Bombay experience. Like the post-modernist 
architecture of some of Bombay's more 
recent structures - as also their odd mingling 
with the 19th century pseudo-gothic and 
with the spawning slums - the city lends 
itself to post-modernist literary plurality. 
Some, like Rushdie and Kanga. might 
cele brat e this chaotic plurality: others like 
Desai and Deshpande might search for a 
totality and lament its lack. Rushdie, writing 
from a different location, has commented 
on the need to ’reclaim' his lost city. 
’Bombay’, he states, ’is a city built by 
foreigners upon reclaimed land; I (who had 
been away so long that I almost qualified 
for the title) was gripped by the conviction 
that I too had a city and a history to reclaim’ 
(Rushdie 1988-91:10). This might be the 
need of the transplanted Indian, of the 
'outsider', like Rushdie or Mistry. Equally 
great, although here again in divergent. even 
contrary ways, is the need of the ’insider’ 
to ‘reclaim’ the city. 

To reclaim, however, is to retrieve what 
one considers to be one’s own. to get back 
what one has lost For wnters like Deshpande 
and Desai, especially for the latter, 
reclamation and retrieval are not possible, 
for these authors have never really made 
claim to the city as their own. Probably they 
need to write about Bombay in order to 
grapple with the city, to shed their sickness, 
to experience catharsis, and thereby to come 
to terms with it. Sometimes even this becomes 
aa impossibility and the city is rejected as 
much as it is seen to reject. Dcsai’s 
Baumgartner's Bombay is neither 
Baumgartner’s Bombay nor Desai’t: in fact, 
the ENodan nihilism of the Unreal City finds 
its hottow echo in Desai’s rendition of 
Bombay, even more than in her earlier novel, 
Voice* in the City, »ei in Calcutta. Her novel* 
are peopled with ‘isolated singular figures’ 
says Rushdie referring to the p rot ag o ni sts 
in Fire on the M ot m t nm and Clear Light of 
Day (Rushdie I9M-9I:7!(. Baumgartner, 
an exiled lew. epitomises the exiled psyche 
at its most lonesome The city ia Desai's 
aouef becomes a amtascane that ormects the 
taper efimare of foe mind. For Baumgartner, 
the crowds and the clamour of Colaba 
Causeway represent the 'auunstream', 
'leaving so Mk space for him'. Bombay 


remains m er el y the eeOhw of Mi Mftf, 
'palpable' for the rest but ’eiutive’ for Mm 
(Desai 1988:211). Jn a recent television 
interview. Desai has spoken of the 
impossibility of returning ‘home' to India 
for the time being. (This was soon after the 
I992_93 sectarian violence in India.) Her 
i(reconciliation with her homeland and her 
constant journeying! seem to find a fictional 
counterpart in Baumgartner, the prototype 
of the Wandering Jew. who it forever 
rebuffed by the city, who is forever in search 
of a homeland. 

For Shashi Deshpande - who has studied 
in Bombay but who has not been a 
'Bombayite' in the way Rushdie, Mistry or 
Kanga have been - Bombay typifies theglitz, 
the glamour, and the commerce of urban 
living. It is the seductive trap that apparently 
offers so much to the city’s upward-bound 
middle class but actually gives so little. 
Deshpande's near-twin novels. That Lang 
Silence and The Dark Hold* No Terror*, are 
both a critique of Bombay ’ s elite world. The 
city is seen to foster such a strong sense of 
individuation that the sense of community 
is lost. No viable alternatives are offered: 
the provincial towns, from which her women 
protagonists hail, are nor seen as providing 
any ready escape routes. To the contrary, 
they are represented as characterised by 
parochialism and clannishness. In 
Deshpande's fiction can be discerned the 
'powerful hostile associations’ which 
Raymond Williams has pointed out as having 
gathered around the city and the country - 
‘the city as a place of noise, worldliness and 
ambition... the country as a place of 
backwardness, ignorance, limitation’. 
Moreover, the city is seen to represent the 
patriarchal set-up and bourgeois aspiration, 
in silent mockery is held up the picture of 
(he Happy Family syndrome, which reflects 
and is reflected by 'the glossy coloured 
advertising visual'(Deshpande 198841, The 
protagonists of both novels are women with 
‘successful careen' which Bombay more 
than any other Indian city has scope to offer. 
Yet both women feel themselves pushed 
aside from the central power structures which 
we governed and controlled by patriarchy. 
Gender, however, gives them snot her kind 
of remove: from the margin they can more 
into the epicentre of change This change 
again, ts conceptualised in terms of the city, 
fa That Long St/enc^ white the ‘yuppie* fife 
of comfortable conformity that the couple 
nso earner ciijoyou ts cptioniiKCV oy wetr 
ohtslt anaruaaM at Churchtstc. (heir taler 
move, on account of the husband’s 
culpability, to a shoddy flat at Dadar 
symbol is es a new perspective and are a a 
»ccac of aff irmation on the part of th e aroma *. 
ft becomes for her 's queer sense of 
homecomfcy' wdhefoe her break Hetkag 
si fence' la foe v e r y act of sctf-i efWxI re 
narration (Deshpands I988J5-26). Neither 
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Baumgartner'* Bombay is absent 
Deshpande's Bombay fiction, foe city 
none thele ss depicted h) n ega tive forms. 

AlthoughagreaiadnmerofDesai.Rufot 
himself has a mare positive pers p ective 
Bombay. The difference, of course, cou 
be one of temperament: it could alto be: 


need for the emigrant, especially for foe or 
who has spent his childhood and boyhoc 


in India, to 'reclaim’ the lost Atlantis of i 
growing years. Nostalgia and the need 
remembering and re-membering of the 
homeland become almost imperative. T 
past, as Rushdie asserts, is a country fro 
which 'we have all emigrated' but the writ 
who is ‘out-of-country’ and moreover ‘o 
of the language’ ‘experiences that loss in; 


imqgsified form' (Rushdie 1988-91:11 
Mistry's writing suggests the same need: 
fact he has himself stated that the very a 
of emigration had propelled him toward ti 
act of writing since he had no intention 
becoming a writer till he had gone to If 
in Canada (Mistry, C 1991). 

Inevitably, the Bombay foal is recreau 
is the one that was perceived at the posi 
of departure RecaJ I cannot, by its very nauir 
be complete and total: memories are proustu 
and fragmentary: they are Rushdie 
'imaginary homelands'. Elements 
Midnight's Children and in The Tales fro 
hrrozsha Baug ensnare the reader in a lim 
warp: Filmboardings. election slogan 
snatches of old songs, are reshaped an 
recalled. Had the narrative* rested on it 


pastness of Bombay’s past, this would lu> 
led to a kind of ossification. Bui the attem( 
is a more complex one: the writers need i 
dig their own soil’(Nazareih 19781 in or* 
to help them tread more firmly on alic 
soil. If Midnight's Children is a novel i 
memory, it is a self-reflexive novel oho* 
memory as well. The narrative bofo create 
a Bombay of the mind and point* out vet 
self-consciously that it is cresting a Bombs 
of the mind. The text makes dear that th 
city, like the memories it evokes, cot* 
never offer a single unified, uniform 
homogeneous version of truth Like tl 
myriad memories, a myriad possibility 
unfold themselves. One Is compelled 
the ref ore, to step aside from the path o 
Grand Narrative, ’cond em ned (like Stkem 
by a perforated shawm a Kfcrf fragment* 
(Rushdie 1982: 14). Thus baby Salem 
‘ remem bers' the Bombay of foe neat! 
i nd ep en d e n t nation; 


Now looking back through baby eyes. I«. 
me it ah perfectly- if* mutant ho* 

you can rameiubar when you uyWhst Ice 

tea: foe city, hanking four a Wood**** 
heard ia *t summer haw. Our Bombay * 
looks Me* a hand hut us ready s moutb 
alw ays open, alw a ys hungry, awatfeaw 
food add talent Born nver yw hs rt rise » 
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India A g* a m e re m l m i*.prodtx: mg nothing 
«uMpr flta bmh s h in s fish... fRuxhdie 
1981146471. 

As a t e en ag er. Saleem, who has returned 
from Rawalpindi can afford to cry out 
gleefully ‘Back-to-Bom’. The clash of 
colours in Bombay, ‘the rainbow not of the 
city’, which he celebrates refers by 
implication to its variegated cultures as 
against the ‘black and white 1 regimented 
world of Rawalpindi [Rushdie 1982:356). 
Yet, as the narrative proceeds, and an older, 
sadder and wtaer Saleem returns to Bombay. 
the physical facade that has changed 
Kemp’s Comer no longer boasts of Kemp’s 
chemist shop - epitomises other changes 
as well. Sombre shadows have gathered 
around the city, and Shiva, one of the 
‘other* Midnight’s Children takes on an 
identity that becomes as ominous as (he 
name he possesses. 

If Bombay becomes Tor Rushdie the lost 
boyhood home, it becomes, simultaneously. 
a metaphor for the impossibility of naming 
things or of reproducing photographic 
images of Reality because incongruities, 
errors, shadows, inevitably creep in. No 
indisputable truth can be possible, either 
about Saieem’s birth or parentage, about 
freedom at midnight, about freedom, about 
history, about memory, and finally even 
about the form that fiction writing takes. 
Everything becomes a celebration of 
ambiguitiee. As Rushdie expresses it: 

Writers are no longer sages, dispensing 
wisdom of the centuries. And those ot us 
who have been forced by cultural 
d u pbcemeetto accept the provisional nature 
of all truths, all certainties, have perhaps had 
modernism farced upon us. Wc can't lay 
claim to Olympus, and are thus released to 
describe our worlds in the way in which all 
of us. whether writers or no«. perceive ii 
from day today (Rushdie 1988-91 -12-131 

Like Rushdie, the younger immigrant wnter. 
Mistry. needs to make the fictional journey 
home to Bombay even though it appears 
“brown, weary and unhappy’ to his fictional 
persona [Mistry 1987). More specifically, 
he needs to mum and to retrieve through 
his fiction the minuscule Pars! community 
of Boaabey, the minuscule ‘etty’ within the 
city which la the Parsi baug. For this 
dwindHgg, ethnic minority, the ‘baag‘ 
becomes a nqmmnnal refuge, a cultural 
bulwark amthsat the fast-changing, 
'menacing* <*y. hr the author, both the 
Mag* aadtheckybocomea fictional refuge. 
« means of wogag h i m e cif a new in the host 
country by d^giag to the soil of his old 
homeland. Not dm Mistry, necessarily. 
'ndonmNm'beeg’ menullty or as Northrop 
ft* might Mm tanned it, the garrison 
m *atalRy‘[Prya 1963). In fact, Mistry 
PmMamsfiaoahlo cammnrnty’s dilemma by 
^wNNUlhumlWyinfii flir 11 of** culture. 
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Inheritoo of much of the colonial legacy, 
the Parsi community finds itself trapped in 
the past, unable to flow on with the onward 
currents of the city, even though Bombay 
has been its home for generations. 

By fictionalising the Parsi community of 
Bombay, Mistry is not so much, attempting, 
to retrieve a diminishing community and its 
‘quaint’ ways, but to retrieve, through it, his 
own sense of seif. The immigrant's cultural 
schizophrenia, the experience of ‘falling 
between two stools' gives way in this fashion 
to a ‘straddling of two cultures' (Rushdie 
1988-91). Misiry's return to the communal 
‘baag’ could indicate the immigrant’s need 
for community and identification, a need 
that is further intensified in the western 
culture where the sense of individuation is 
greatly accentuated, Simultaneously, the 
Parsi community's own sense of exile also 
becomes a symbol for the larger sense of 
exile, experienced by the writer who is an 
immigrant. Bombay thus becomes a 
metaphor for two antithetical stales of mind - 
for both exile and communication. The exiled 
psyche finds its corresponding state in this 
self-exiled Parsi community; yet locating 
(he particular and the unique experience of 
life in a Parsi 'baag' gives a sense of 
community to the immigrant writer. 

It is not surprising, then, that Mistry 
continues his metaphoric joumeyings 
indefinitely and indefaligably. Such a Long 
Journew his second piece of fiction, is 
located in Bombay and. according to his 
brother Cyrus Mistry, the novel he is 
currently working on is also centred on 
Bombay. The impetus/insistence of the 
Canadian mosaic model that one writes out 
of one's ethnic roots might also have pushed 
Mistry to cast long, lingering looks 
homeward This perspective has at times 
led to an element of the quaint and the 
exotic in Mistry's fiction. An instance can 
be seen in the elaborate Doongervadi 
scene' in Such a Long Journey, which 
immediately follows an episode so 
poignantly rendered that this description 
of the Zorastrian rites of the dead comes 
as an an irrelevant appendage. 

A Suce os Plural Bomiay 

Grouping these diverse writings together, 
one sees that Bombay, as a city, has been 
fertile territory for the writers to occupy, 
even if teploughing it might have ted to 
occasional aridity. For some, like Rushdie 
and Missy, Bombay has been the city of 
memory, seen through guilt-timed as well 
as gilt-tinted spectacles. For Rushdie, it has 
riroemiqKulatedthiscouBtry't i nB M cwltu ra i 
diversity and its secular ideology. His own 
absorption of the Hindu as weB «Islamic 
heritage, he believes 'has lamCMag to do 
with the nature of Bombay, a metropolis in 
which the multiplicity of c ommi n g l e d f a itM 


aad cultures curiously creates a remarkably 
secutar ambience' (Rushdie 1988-91:16). 
For some, like Ksop. it is an epicurean's 
delight, even as he seems to be at pains to* 
interpret Bombay ro the western world. 
Other*, like Desai aid Deshpsnde find in the 
frenzied momentum of the city symbols of 
isolation and even of terror. 

Metaphors and symbols are necessary 
but sometimes they are not adequate. While, 
at limes, they can help in the grasping of, 
realities, at other times, one needs to 
abandon them for a more direct 
comprehension. With all its distrust of the 
grand narrative, the writing under study is 
certainly not writing about the ‘subalterns' 
of our city. By contrast, recent writing in 
regional languages includes these concerns 
in its literary agenda, the writers in Engfiah, 
both literally and figuratively, do not 
possess the necessary language with which 
to render the consciousness of theworking 
classes and the deprived sections of the city 
population. In one episode in Kanga’s 
Trying to Crow, the protagonist likens 
himself to the Pope in hit Vatican, when 
he watches, from lofty heights, diecolourtt 
cavalcade of Colaba Causeway far below. 
The comparison is unintentionally 
appropriate. Both author and narrator share 
the panoramic perspective of the privileged: 
Bombay can look exceedingly pictweaqae 
when seen from towering heights and 
remote distances. This viewpoint can be 
seen as an analogue for a similar ‘global* 
perspective of the writers in question, 
although it must be added that they do not 
all share Kangs's rather elitist bias. All ot 
them have been separated from Bombay by* 
time, space and above alt by dam; while 
it is true that this could offer clarity ot 
perspective, it is equally, if paradoxically, 
true that temporal, spatial, and dans 
distancing can Mur the sharpnesaof virion. 
Admittedly, sympathetic altusio n* a rt mat te 
to the problems of the ‘other*, but those 
are often uneasy, always per i p he ral , end 
never the focal poim of the na rnriv ta . Bar ' 
instance, in Taies from F emtf h m Baag 
mention is made of the na rrato r 's bsodtor 
who has dc-classed himself to woakmnaag 
the underprivileged; but both he eng ton 
work he does remain off-stage. M Thm 
Long SHettce. the roaUkncc of tbe atrv m a 
maid is jtsxtapoaed sgaiaal the hytotriaef 
the protag o ni s t, bat it is toe mtojaaatt' 
narrative that forms the audeas of MM 
novel. Likewise, Desai’s 
depictions of the 
city's 

shadows - symbols 
people. It is as If, Ml aaggetoiag a 
sensitive awareaca* ad 
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to offer a rueful tpefogy for pair 
hetaleammci to rive voice to tomaBanead 
What they thereby 



doing, it to 'contain’ this claw and to create 
(paces for themselves, not only in this 
narrow, over-crowded island of our 
existence but in global spheres as well. 
Thus, even though this writing probicmatises 
concepts of nationalism, it takes on a 
representational ‘third world' colouring. As 
Meenakshi Mukhetjee points nut. ‘There is 
no getting away from the burden of India 
if you want to write in English' [Mukheryec 
1993:2609]. 

Regional language writing-even in 
translation - does not. to date, occupy the 
same global spaces: yet it ought to have 
global significance, precisely because here 
Bombay city becomes the actual site of an 
actually lived experience. Dalit writing is a 
case in point. Even though the English 
translations, in the very act of translation, 
sanitise the acidic Marathi of the original, 
one discovers in these cultural productions 
a very different Bombay experience. 
Prakash Jadhav's Dadar of ‘Under Dadar 
Bridge* (Poisoned Bread) or Daya Pawar’:. 
Golpitha in ‘Son-Eat Your Fill' (Dangle 
1992], expose the underbelly of Bombay. 
Here is protest writing about the 
underprivileged by the underprivileged of 
(he city. Sometimes, even when it emerges 
from a socially privileged milieu, regional 
language writing focuses upon those who 
are thrust on to the margin of a well-defined 
bourgeois, male space. The prime example 
would come from Mahasweta Devi’s 
writings in Bengali. In the context of 
urban Bombay, a good inxtance would be 
Varsha Adalja’s ‘Bichari Champudi' 
[Tharu and Lalitu 1993). a story ihat 
sensitises die reader to those who are on 
the periphery of the city, shunted aside by 
class, caste and gender. The very act of this 
kind of writing and of its increasing 
accessibility through translations, have 
created new and disturbing spaces in the 
dty. Here is political feminist energy 
thrusting up through complex ground 
realities. Symbols and metaphors become a 
luxury - they give way to a harsh, unmiti¬ 
gated reality. The celebration of Bombay's 
ptonlity gives way to a questioning of Us 
incongruities. 

Indian writers in English, however. * 
should not be seen only in a privileged 
relationship to regional language writers: 
nor is die relationship one of competition. 

If the former focus upon a particular 
segment of Bombay’s society, they are 
aonetheless dealing with experiences of a 
larger import, just as the latter, even white 
they describe a limited section ot our 
society are net necessarily limited by it. 
There is space and validity for both kinds 
of experience. If culture is to be truly 
pluralistic and it Bomb ay is to epitomise 
that (totality, then the writers in English 
have s l egit i m ei n right to ' a p pro p ri a te ' tbe 
city if it helps them to root themselves 


anew, or co nver se ly, if H helps than t$ 
externalise their sense of rooriesanesa. 
The question is notoneoftcrritotial rights. 
By writing about Bombay, writers Hke 
Rushdie have chatted anew the cultural 
map of tbe world. Bombay has also created 
space for many other writers who are 
cartographing other maps, even if these are 
local and regional ones. This is the mark 
of Bombay's imilticuluimliam, that It can 
contain multitudes, even if it has contra¬ 
dicted itself in the not very distant post. 

(This is (be revised version of a paper presorted 
ai a workshop on 'Evolving Cultural Identities 
of Bombay: 19th and 20«h Centuries' in 
Bombay from December 16 to 19. 1992. Tbe 
paper will appear in Bombay: Mason- of Art* 
mid letters edited by Sujaia Patel and Alice 
Thoraer. to be published by Oxford University 
Press, Bombay. 

The paper deals with a number of diverse 
writers such as Salman Rushdie. Anita Doai. 
Shashi DeshpondeaadFirdausKanga who share 
the common ground that they have chosen 
Bombay as locale for their works of fiction ] 
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Reform of Union Excise Duties 


Mabesfc C Purobtt 


While the last budget, primarily aimed at reforms, extended MODVAT considerably by including petroleum products, 
capital goods and the yam component of the textile sector within its purview, the 1995*96 Budget proposes to mop 
up resources by increasing the tax rate of two select commodities, cigarettes and cement. This article attempts to look 
at the likely implications of the budget proposals, hy focusing on the tobacco sector. 


IN the context of structural reforms union 
excite duties have also been rationalised 
considerably during the last four years. Some 
of the iratfor reforms include reduction in 
the number of rates, curtailing exemptions 
and attempting simplification. More 
importantly, a move has been made towards 
the introduction of value added tax (VAT) 
loreplacetheexisting commodity taxes. The 
Budget 1995-96 camcs these reforms further 
but the momentum has been slowed down. 
Nevertheless, it attempts to (i) reduce the 
number of rates. (ii| increases the base of 
the tax for some of the commodities, and 
(iii) extends MODVAT to tyre yarn, 
industrial fabrics and cut tobacco used in the 
manufacture of cigarettes There are also 
some efforts at rationalising the 
administration of tax. 

While the lad budget, primarily aimed 
at reforms extended MODVAT consider¬ 
ably by including petroleum products, capi lot 
goods and the yarn component of (he textile 
rector into MODVAT. this budget proposes 
to mop up further resources by increasing 
the tax rate of two select commodities, vi/. 
cigarettes and cement. 

This article aims at presenting the 
likely Implications of the budget proposals 
and suggests probable reforms in the 
context f the overall structural rctorms in 
the country. With this objective in view, it 
makes a case study of all the commodities 
falling under the tobacco sector. The plan 
of ptnenMioo is as follows. Section I is a 

historical perspective the evolution of ux on 
tobacco. This ix followed by an analysis of 
the existing structure of the tax where an 
attempt it made to present an assessment of 
the existing structure of the tax. Section 111 
analyses the administrative procedures for 
the collection of the union excise duties on 
tobaccoandlhow* how archaic is the physical 
oon ti o Uy afcm. the prevailing administrative 
system for tobacco The next Section (IV) 
unfoidi policy imperatives for rationalisation 
commodity met. Finally, the Section V 
pteaeott a summary of conclusions and 

1 

UrimBad* Duty «* Tab«co 

Hi a tab Nil, tobacco has been taxed at 
UK«*Trfc«*tvarioo or at the time of 


its use for manufacturing another product. 
The tax was initially levied under the 
Tobacco Excise Duty Act. 1943, which 
was later merged with the Excise and Salt 
Act. 1944. In the initial stage the tax was 
levied primarily on unmanufactured 
tobacco and cigars with differential lax rate 
depending upon the use of tobacco in the 
manufacturing process. This treatment 
introduced some element of progreuivity 
into the structure. Subsequently, in 1948. 
the base was extended to include cigarettes 
in purview of taxation. It was further 
extended in August 1954 by levy of union 
excise duty on machine-made beedis. 1 

However, handmade beedis were exempt. 
As suggested by the Tobacco Excise Tariff 
Committee the manufacture of beedis was 
treated as a purely manual operation 
terming a cottage industry which has spread 
to almost every nook and comer of the 
country. "A very large labour force which 
has been estimated at about three million, 
including women and children in urban 
areas as well as remote villages have direct 
employment in this industry. Besides, a 
very large number of persons areemploycd 
indirectly, (hat is to say, in the cultivation 
and trade ot raw beedi tobacco and 
collection and storage of and trade in tendu 
leaves. It thus helps in reducing 
unemployment and providing additional 
employment to substantial nu mber of under¬ 
employed persons both directly and 
indirectly. It is generally accepted that in 
the present stage of development of the 
country there is a great need to encourage 
agro-based. labour-intensive industries. 
Any induced shift from beedi to cigarettes 
would cause a serious disequilibrium in the 
matter of both vertical and otherwise 
production of tobacco besides having 
senous repercussions on the employment 
potential created by the beedi industry.” 1 
Handmade branded beedis were taxed at 
a low rate of Re I per thousand but the 
unbranded handmade beedis continued to 
have full exemption from the product stage 
duty. 

The Additional Duties of Excise Act 
1957 was enacted to levy additional excise 
duty on tobacco to replace sales tax 
(AEDILST). This was over sad above the 
toic excise duty to replace the the* existing 
sales taxes on the commodity. Over the 


years, the gap between the lower rate and 
higher rate of tax on tobacco further 
increased. This led to considerable misuse 
of the lower rate. Through the issue of a 
notification in 1959 the government 
assumed powers to exempt some varieties 
used in the manufacture of beedis. In 1973 
smoking mixtures for pipes and cigarettes 
were added to the list of excisable items. 
However, as recommended in the Report 
of the Tobacco Excise Tariff Committee i 
(1974). changes were made in the structure 
and some progress! vity was introduced. By 
the end of 1975. tobacco and the entire $ 
range of products manufactured out of ’ 
tobacco came under the excise nec In 1977, 

I he rate of excise duty on handmade branded | 
beedis was increased from Re I to Its 2 f 
per thousand. The rates of basic and • 
additional excise duty in existence at that * 
time for 1.000 beedis were as in Table A." r 
The Budget of 1979. completely 
exempted unmanufactured tobacco from - i: 
excise duties and thus took out nearly 1 
million tobacco growers, enrers. small 
dealers and warehouse licencees from foe 
excise base resulting in loss of revenue to \ 
the tune of Rs 1212 crcre. This forced the ) 
government to raise the rates of tax oa < 
branded beedis as well as on cigarettes. ^ 
Branded beedis were taxed at Rs 3.60 par ‘ 

thousand. The composite manufacturer 4 ■j 
was made taxable at the same rate. Only ,» 
small manufacturers of unbranded beedis 
were exempt on their clearance ap to 60 J 
lakh unbranded beedis. A 20 per cfoKml, 1 ' 
valorem tax was levied on branded ‘ 
manufactured hookah tobacco. Uobraaded ’ 
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hookah tobacco «h exempt A set-off «u 
provided if theae were manufactured out 
of duty paid unmanufactured tobacco. In 
1997, the government resorted to a apedfic 
rate of tax on this sector indexing the tax 
burden in proportion to the length 
dimensions of the cigarettes, 

The evolution of the tax on tobacco sector 
thus suggests that over the yean the tax 
base has been reduced, exemptions have 
been enlarged, the focus has been on raising 
resources through cigarettes and we have 
switched over from ad valorum to 
specific duty, in addition, various slabs 
have been introduced for different grades 
of cigarettes; there were five slabs during 
!987-$9but were increased to six in March 
1989. As of today the rate structure of the 
. union excise duties on tobacco is as in 
Table B. 

The Budget 1995-96 has proposed an 
increase in the above rates by 7 per cent. 
(The proposed rates have been shown in 
the parenthesis in Table B). Also, branded 
unmanufactured tobacco has been brought 
under the tax net It is proposed to be taxed 
at 50 per cent rate. In addition, MODVAT 
scheme has been extended to cut tobacco 
used in the manufacture of cigarettes. 
Bat the exempted sector is still large and 
the variations according to length also 
continue. 


of Existing System 


The taxation of tobacco under the union 
excise duties is thus characterised by the 
following features: 

Narrow bate: The base of the tax is 
highly eroded. Barring cigarettes, the rest 
of the industry is virtually exempt. The 
total output of tobacco and beedi (which 
has’ increased from Rs 2,280 crorc in 
1973-74 to Rs 16,850 in 1989-90) 
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representing 63 per cent of the total value 
of output of the tobacco sector goes 
untaxed. In addition, the exemption hoot 
tax has been granted to cigars, cheroots, 
cigarillos of tobacco and hookah tobacco. 
Ironically, the exempted sector has been 
growing and the taxable sector shrinking 
over the yean. Although the Budget 1995-96 
attempts to increase the base by taxing, 
branded unmanufactured tobacco yet the 
rest of the sector is completely exempt. 

Causes cascading: The levy of tax on 
gross value of the cigarettes at the ex¬ 
factory price causes cascading effects. This 
could be avoided if it is included under 
MODVAT. Over the years the reduction 
in the base and increase in the rates has 
enhanced the cascading phenomenon in 
the economy. 

Pyramiding phenomenon: The effect of 
pyramiding also increases the price of the 
commodity. The consumer, therefore, pays 
much more than the government collects 
in the form of tax. 

Specific rates of tax: An anomaly arises 
from the levy of specific duty on tobacco 
mid tobacco products. As is well known, the 
system of specific tax lacks income elasticity 
and efforts have to be made to increase 
revenue every time the government wants 
to have larger resources. It is, therefore, 
useful to have ad valorem rates of lax. 

Lacks neutrality: At present the tax is 
levied according to the length of the 
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e comp onents of dm same c o mmodity . >fr»- 
neutraJity is further accentuated by large 
exemptions especially of the substitutes, 
i More important, it is essential to note that 
the structure of the industry is such that 
i the different companies have unequal share* 

, of the market for different segments. Any 
tax variation according to segments creates 
problems for the industry aa a whole. This 
creates a built-in bias for one as against 
another causing lobbying for favours. This 
it undesirable and unhealthy for the 
industry. 

High tax rates; The total incidence of the 
tax on cigarettes is considerably high due 
to the narrow base of the union excise 
duties. With the ever fbereasing demand 
of the government for larger resources die 
tax rate is raised almost every time. In the 
context of the globalisation of the economy 
the overall incidence of the tax needs to 
be rationalised to enable the industry to 
face the competition and allow it to have 
level playing field. 

Inelastic demand: In general the estimates 
of price elasticity of demand suggest that 
it is inelastic and not a homogeneous 
commodity; the different segments of 
cigarettes have different coefficients of 
demand. The details of consumption 
(Table I), average pack price (Table 2) 
and volume of tales for different 
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scfJSCOt* of cigareifcx (Table 3) explain 
ihe pbonomcikm. To have a neutral and 
effictm# tax xyxmm the tux rate should not 
affect the choice between tli flcrent segment* 
and between xuhmiiutcs of cigarettes. As 
pointed out cogently by Ashok Dcsai such 
a differential tax treatment o| cigarettes 
■have hud two effects on tobacco 
cultivation. First, they have favoured the 
cullivaition of cheap tobacco tor heedis 
wbteh cannot he exported Second. within 

cigarettes they buvelavtMi red the cultivation 

ol cheaptobncco with a pool export market” 
|Dcsai IW3|. In uddilum.the segment based 
tax policy has given rise to lohh>mg hy 
the large mdustnalists generally against 
one another. This is an unhealthy trend. It 
is. therefore, important to have a neutral 
lax policy lor the whole tobacco sector 
especially between various types ol 
cigarettes. 

Ill 

Admbtbtration of Union Excise 
Duty on Tobacco 

The administration ol union excise duties 
m India mainly follows tin- sell-removal 
procedure. However twu commodities, 
vt/. tobacco and matches arc under the 
physical control system Under this system 
there arc text net ions regarding innings ol 
clearance as well as Hie requirement m 
prior intimation ol clearance lo excise 
^Dicers. In ihe context ol liberalisation 
ffte.se control are not at all justified 
Even the tax reforms eiiinimiicc has 
recommended collection ol union 
excise duties through banderols, as done 
in many of the countries (Government ol 
India I992|. 

DUX.MtATtVI Out.HiA?HISS 

The admtm*iratn>n of union exet >c duties 
requires umpteen documentary ohltgaiions 
l nlikc the admimst radon ol such svsienrs 
m other count lies where the obligations are 
minimal in India, these arc more than 
required. The structure ol industry ol 
cigarettes is such that each ol its muneious 
departments, is treated independently, and 
separate documents have to be submitted 
io the excise department. Fur example, the 
processing of tobacco, the manulacturc ol 
cigarette* and packing ol cigarettes jic 
three separate departments: each one lux 
separate accounting aud declarative 
’■hltpatiuns, A blend card is to be prepared 
separately lor each grade. It has m he 
submitted Mi the excise department every 

day T« add M Ihe rMfjigltws. If's card 

has to he tuhmMed acpwcly lor each 
grade. Mlertd— ikng bras me counted h* 
^hMeadrndashp called internal challan 


is prepared for every xhift of eight hours. 
In addition, there are various other 
documents such as (I) statements relating 
to duty paid on cut tobacco.' (it) leaf 
reports, (iii) staterncm relating to waste, 
and (ivt transfer slips which have lo he 
prepared lor relevant sections and 
submitted ui the excise department. The 
manulaclurcr ol cigarettes is also required 
to lullil the other obligations prescribed 
lor those (ailing under the purview of 
MODVA'f, It is thus necessary lo submit 
declaration regarding use ol input and 
manulacturc ol outputs. The manulactuicr 
is granted a credit lor tax on inputs 


(such as paper board) provided there is 
evidence of either a gate pass (CP-1 1 or 
a Form Aft-1 or a hill of entry. Gate pass 
(GP 1 1 -•* used hy the manufacturer 
for removal of gorfdx from the factory 
on payment of duly after due imimaiion 
in ihe authorities of the union excise 
department. 

AmxmTMG Okuoatkins 

The accounting obligations ot ihe 
manufacturer include mamuumng two setx 
ot accounts, viz. Form FG 23A and Personal 
Ledger Account The manufacturer who 
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rcccivei inputs in respect of which he Lakes 
* credit of duty paid it required to maintain 
an account of the inpun received and used 
(Form RG 23A Part 1) in an entry book of 
duty credit (Form RB 23A Part II). The latter 
give particulars of the clearance documents 
under which credit is taken and utilised. It 
is aruoning account and indicates the balance 
of credit available at any given point of time. 
The rales require that RG1 be maintained 
separately for each brand of cigarettes. 

Personal Ledger Account: The main 
principle of maintaining this account is that 
die duty is paid before the goods are cleared. 
When money is deposited in government 
account, credit is taken and debit is made 
in the Personal Ledger Account. 

Monthly Return: In addition to the above 
declarative and accounting obligations, the 
manufacturer is required to submit a month! y 
rerarn to the superintendent of central excise. 

in addition to the above complicated 
procedures, there are five appendices. A to 
E, prescribed for cigarette manufacturers. 
Ail these are complicated and unnecessary, 
ft is, therefore, important that the procedures 
mentioned above are simplified and the 
physical control is replaced by the self- 
removal procedure. 

IV 

Policy Imperatives for 
Rationalise tiou 

Recent studies to test a model of rational 
addiction using the con sumptloradata from 
US suggest that due to the impact of 
addiction, thedemand would not be affected 
immediately and it may be possible for the 
gov ernm ent to increase revenue in the short 
run but the same would not be true in the 
long ran where it would be difficult to 
achieve the same growth [Becker and 
Murphy 1988; Becker. Grossman and 
Murphy I994|. in the Indian context, 
however, studies so for attempted indicate 
tint the demand for cigarettes is highly 
price sensitive [Dholsfcia 1994], This 
suggests that an increase in ux rate would 
adversely affect the demand and hence the 
revenue from die tax would also decline, 
nutter considering different segments as 
different co m m odities, we get different 
results. Baaed on " such empirical results 
and the asse ssm ent of the present structure 
given above, we recommend below the 
ueeesaary reforms in taxation of tobacco 

First, the present system of taxation 
ts mp a a major s e gmen t of the output 
of the tobacco sector. This resells in 
i o ef f teitu t resource allocution and lacks 
n eutra lity. The total output of tebucco and 
bidi which haa in ert m a d fro* 2.280 crore 
in 1973-94 to 16450* I9g940 according 


to die Annual Survey of Industries goes 
untaxed. This accounts for 63 per cent of 
the total production of tobacco sector. In 
addition, the other exemptions, as already 
enumerated above also eat into the base of 
the tax. All these exemptions account for 
approximately 80 per cent of the base, in 
addition an important fact is that the 
exempted sector is growing over the years 
and the taxable component of the sector is 
shrinking over time. It it. therefore, 
essential to have a broad based, neutral and 
simple tax structure. The budget 1995-96 
has made good beginning by proposing a 
tax at the rate of 50 per cent on b ran ded 
unmanufactured tobacco. It would be a 
step in the right direction to bring the whole 
of the tobacco sector under tax net. This 
would make the tax system as general as 
possible. 


Secemfy, It tstmpuftaMdmw* introduce 
asyaemofVATfor the to bacco sector as 
a whole. At suggested hi the Tax Reforms 
Committee and farther re ite rated in other 
studies VAT could be an important 
improvement for ntfoa aHtfn g the tax 
structure. A study of the NIPFP on Reform 
of Domestic Trade Taxes in India has abo 
staled that the "extension of MODVAT to 
tobacco products may not present any 
problem’’. To make a beginning towards 
this we suggestthe introduction of a system 
of VAT taxation. The experience of VAT 
in more than 70 countries, as shown in i 
recent study by the author on VAT0993), 
suggests that to have an effective system 
of VAT the bate need to be as broad as 
practicable. It is. therefore, high time that 
we introduce VAT for tobacco on an 
enlarged tax base. 
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twmy. to begin with, a SO per cent ad 
valonm (ax. at proposed in the budget 
1995-96 for branded unmanufactured 
tobaceo, be levied on all the items of tobacco 
(tuchatuobranded unmanufactured tobacco, 
cut tobacco, dgare. cheroou. cigarillos of 
tobacco, hookah tobacco, and beedi). This 
would generate substantial revenue for 
the exchequer from the existing untaxed 
sector. 

Fourthly. in addition to having VAT on 
all the iaputs and products of tobacco it 
would be significant to use tobacco as a 
base for sumptuary taxation. As followed 
in almost all countries, sumptuary taxes 
could be levied on tobacco and its product s. 
With this objective in view, to begin with 
we should have a special excise (in the 
nature of sumptuary taxes) on cigarette. As 
these special excises would be in addition 
to the proposed ad valorem tax on all 
tobacco products including cigarettes the 
rate of sumptuary tax should be 
synchronised to not to have any adverse 
effects on the industry. Also, the sumptuary 
taxes will not have the bcnefii of setting 
off of the VAT already paid. 

Fifthly, the tax me should be ad valorem 
as against specific rate being levied at present. 
As stated by the Tax Reforms Committee 
“the advantages of having ad valorem duties 
far outweigh the admini-sirativc benefits 
derived by switching over «> specific duties. 
In a system of c o mprehensive taxation with 
a wide coverage of MODVAT. it would be 
necessary to have by and large only ad 
valorem duties in order to ensure a rational 
system of taxation.” Also, under all 
circumstances this should be a one-rate 
structure for taxed items such as cigarettes 
or dgars. We must stop the system ot specific 
taxes whichgenerate non-neutrality between 
different segments and create unhealthy 
com petitio n among the various firms of the 
industry. 

Finally, the administrative system needs 
to be reformed. As we have explained the 
system of self-removal procedure has 
already been adopted for all the 
com m od U i e s except for cigarettes and 
matches. It is hightime thst we introduce 
SRP in cigarettes (as well as matches). In 
addition the accounting obligation* as well 
as declarative obligations need to be 
thoroughly aonpiiftad 

V 


The Sudgit 1995-96 is more an attempt 
at oonaoMmii* the reforms undertaken 
during thn hat four yean rather than 
m i grat ing ntw reforms. However, the 
reforms undertaken In this budget 

mggaata that dm effort of the govemmeni 


u> raise taxes in an Irrational manner 
from the tobacco sector which yields one- 
tenth of the revenue, is not commendable. 

An analysis of the evolution of tax on 
tobacco suggests that commencing from a 
very broad base we have over the years 
reduced the base considerably. We now 
collect most of the revenue from a reduced 
base. In addition, the incidence of the tax 
is high, thfc rates are specific and non¬ 
neutral among the products as well as firms 
nf the industry. 

We suggest that VAT be inlrotfatced on 
all components of tobacco. In addition, 
we levy a special excise duly in the 
nature of sumptuary tax at ion on cigarettes. 
The proposed reforms would be a step 
forward towards rationalising the existing 
structure of the union excise duties on 
tobacco. It would broaden the tax base by 
eliminating exemptions. It would also 
rationalise the rates of tax and lead us 
towards the adoption of the principles of 
VAT. For the government it would raise 
additional resources to reduce the fiscal 
deficit and for the industry it would be 
efficient and neutral between the products 
and different firms of the industry. Also, 
from the point of consumer it would be 
optimum 

In addition, as reiterated time and again. 
VAT should be extended both at the 
centre and at the state levels. As the 
finance ministers' conference on May 27 
1994. opined that to have the coverage at 
both these levels, the items falling under 
the additional excise duties in lieu of sales 
tax (AED1LST) are the most appropriate 
base. The centre could usefully apply VAT 
from manufacturing to the retail level on 
these commodities to demonstrate to the 
states as to how to implement the VAT. 
By resorting to VAT and ad valorem 
sumptuary taxes at a single rate the 
proposed structure would be a further 
step towards rationalising the structure of 
union excise duties on tobacco which 
yields approximately one-tenth of the (oral. 
It would broaden the base by eliminating 
exemptions. It would also rationalise the 
rates of tax and lead us towards the 
principles of VAT. From the point of 
revenue it would raise additional resources 
lor the government. 

Finally and more importantly, the 
archaic procedure of physical control 
needs to be revisited. It i* extremely 
important that we introduce rational 
administrative procedures to allow the 
honest taxpayers to have less compliance 
costs. 

Notes 

I Beedi industry ia India is steal IDOy ra r ol d . 

Btcdit are made by rotting gi a r tel g pup re u d 


saboeoD flake* in a piece of wrapper lead 
giving i coaical shape cn w plr l el y folded ia 
at toe end. pardMty doted at the flat-cad aad 
Had with pieces of cotton thread or a paper 
band. It is typically todtoaia origin totaled 
ia other c oaat ries loo. 

2 Govern*eat of India. Interim Report of 
the Tobacco Excise Tariff Committee, 
Ministry of Fiasarr. New Delia, para 44. 
qooted as Annex are I of toe Government of 
India (1974), Final Report of ike Tobacco 
Excise Tariff Committee. Vot I. New Delhi. 
p418A. 

3 GovemacM of India (1974). Ibid, p 41IA. 

4 A manufacturer producing bodilhc branded 
aad the unbraaded b e e di s is termed as 
composite mmefartarrr. 

5 QoionsJy enough, the cat totorccdnly which 
was ori g i na lly levied as a sta tist ical ievy has 
now been made a source of nrvrunr. Uadi 
two yean tack it was just Re 0.10 per kg. 
It hat now been raised to Rs SO per leg. The 
duty has to be paid ia advance oa day to day 
bam. 
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DISCUSSION 


Fascism, Democratic Rights and the State 

Rohini P Heasman 


THE debate between SumantaBaneijee 1 and 
K BalagopaP raises important issues of 
principle and strategy, but the terms of the 
debate are so confused that we arc left 


wondering what we are expected to do in 
a real concrete situation, and what principles 
should guideour actions. Su manta Banerjcc's 
call tor ‘coercive measures', against the 
Sangh parivar and the withdrawal of 
‘democratic tolerance’ from it leaves him 
open to Balasopat’s interpretation that he 
is arguing for the use of extra-legal 
repressive measures, though from my 
reading of the whole article. I understood 
him to he calling for pressure to implement 
the normal laws (not TADA) against the 
Sangh parivar. instead of allowing a 
comimuialised executive and judiciary to 
appease and encourage them at every stage. 
If Balagopal's argument is that wc cannot 
endone rtieuseot arbitrary detention, torture 
or extrajudicial killing against anyone, then 
he is surely correct: these practices degrade 
and dehumanise anyone who engages in 
them, and any society which endorses them. 
Indeed. 1 would add 'judicial killing* to the 
list: to give any person, group or institution 
the power of life and death over anyone else 
is to legitimise an inherently authoritarian 
and dictatorial relationship. 

However. Balagopal’s article completely 
bib to come to grips with the concrete 
Mtuafton which the earlier article tries to 
tackle - a situation which has already faced 
some of us with agonising decisions. Whai 
do wc do if a blood-thirsty mob is about to 
attack us or our neighbours, raping, killing 
and burning? Everyone agrees that wc have 
the right to use force to defend ourselves or 
our neighbours in such a situation. But what 
if wc are unarmed and incapable of stopping 
the mob ourselves? Do we call on the army 
for protection, or do we allow ourselves or 
our neighbours to be butchered? One of my 
dearest childhood memories it of being in 
this nightmare situation, and (here b no 
dMbr in my mmd that for the be l e ag ue red 
comm u ni ty at die receiving end of the 
vit fownc . an source of succour is welco m e. 

In such c ir cums t a n c e * , surely the only 
coa si deratioo would he a pragnuaic one. 
namely: is the army really going to help? 


Or hat it. loo. b ec o m e so comrounahscd that 
its presence w<0 only make matters worse? 
In the case of for arm-Muslim pog ro ms in 
Bombay w 1993. the general mas cam* 
seam* to he tha t t h e a nu y .thimghci mma a nal . 
was much less so than (hr Bombay p ol i ce, 
and therefore Ms grew* •** • d le 1 to - 


in earlier and allowed to act independently 
ofthepolice. perhaps many motelives would 
have been saved. 

Yet. if wc demand that the army be sent 
in to protect a community which is being 
massacred, woukl we be negating the 
democratic rights of the aggressors and 
legitimising the indiscriminate use of force 
by the state in the future? 

First, we should be clear that no one asks 
tor our permission before unleashing state 
violence against those who have been 
classified as enemies: state violence has 
existed and will continue to exist so long 
as the state itself is in existence, regardless 
of whether we demand state protection for 
minority communities or not. So what is 
important from our point ol view is thut ire 
should he consistent and avoid double 
standards: that we should not call on the slate 
to do in one situation what wc castigate it 
lor doing in another. There would indeed 
be a contradiction il wc condone the torture 
and killing of people in army custody: even 
•f they happen lobe right-wing activists who 
ore themselves guilty of mass murder, they 
still have human rights, and if wc fail to 
recognise these, we are in danger of sinking 
ui ihctr level. But if people arc heing 
massacred and we demand that the army 
stop the massacre because wc are unable to 
stop it ourselves, what democratic rights are 
we negating? The democratic’ right to kill, 
rape, loot and hum? Do wc have to fight 
for the ’democratic' right to oppress? 

What this example illustrates in a dramatic 
form is that ’democratic rights' in a bourgeois 
society do not necessarily have an eternal 
and self-evident value. In a more mundane 
form, these rights are contested all the time. 
Every advance of the trade union movement 
can he seen - and n seen by many 
employers - ascurtungihedcmocnutcrighU 
of employers: the right to lure and fire, to 
determine employment and working 
conditions unilateral^, to dose down or 
shift an enterprise at will, 'rights’ which go 
along with the right to own and control 
private property, which it the bedrock of 
hnuryent* society. The women’s Hheration 
movement makes similar assaults on 
various 'demo c rat k' rights: for example, 
the demand that domestic vtoteocr sgxinn 
women and children should he pealed as a 
enme nm only attacks die right of a man 
to do as he pleases m the privacy of bis own 
home, bet actuatfy puts pressure art for stmt 
to enforce foe danlaf nf dim right, foam 
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freedom of religion, and the massive non 
which have erupted over the issue o 
affirmative action for scheduled castes he* 
witness to the seme of outrage with whici 
the upper castes view what they consider ic 
be a denial of their democratic rights. Ant 
so it goes on. 

This is not the place to go into th< 
theoretical deflate on the stale, which si read) 
fills several hooks if not bookshelves. 
However, a moment’s reflection on our owt 
experience casts doubt on the conception o 
'the state’ as a monolithic bloc: either ar 
instrument which cun be manipulated by any 
class or fraction which gains control own 
it. or u subject with its own unified will. This 
conception cannot explain contradiction! 
within the state: the fact that sometimes ’if 
can violate the rights nf workers, women, 
dalits or minorities while at other lime: 
upholding (hem: even the some institution 
lor example the judiciary, can on differeru 
occasions give diametrically opposet 
judgments. Indeed, the very existence ot 
civil rights groups within the country i>. 
testimony to this complex ily: it would he 
pointless having such groups if there were 
no hope that the rights they fight for could 
in some way he recognised by the state 

In fact, it makes more seme to regard the 
state, like capital itself, as an embodiment 
of a relationship between classes and class 
tractions rather than a ’thing’: 1 the 
contradictions can then he explained as the 
expression of conflicts betwee n different 
tractions of the ruling class as well as 
struggles between oppressors and oppressed 
groups 4 It is true that the relationship of 
domination and subordination be t w e e n ruling 
class and working masses is inscribed m the 
material structure of the state, which is why 
the strategy of taking over stale power canmx 
result in radical social transformation; but 
at the some time the particular balance ol 
faces within that relationship mfocxacrociai 
difference to the aMMy of oppressed strata 
to struggle effectively To take an obvious 
example, the legal protection of workers 
from dismissal for engaging in trade unwn 
activities may not prevent employer* from 
carrying out such victimisations, but 
workers covered by these protective law* 
are certainly in a stronger position when 
fighting back than (hose who are net 
Likewise, a state which recogaw* the 
rights of minomim Is very different from 
one which does sot, To ignore iM*r 
dHftrenccs on for grounds font bmngn»' 
d em o cracy and :mcM* am bmh tones ot 
b uu i fants role would be t e nor , and w 
•mm of HMUksfol. But if u» tun »pre ve * 

am takeover*foo atmahymmfoartan 

tv* hove fobe unry cfenr oforh fomoenfs 
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ao ecpMt and oppress. the right to control 
one’s own life, hut not the nght to dominate 
and control others. 

When It comes to freedom of expression, 
however, the Hnes are not so easy to draw. 
The freedom to ex press criticism and dissent 
in poWieis crucial if wcaretoavoid becoming 
a repressive and totalitarian society. Hut 
does that mean we should uphold ihc right 
of the Shiv Sena, lor example, to pour out. 
day after day. lies, hate-propaganda and 
incitement to violence against minority 
communities through their paper Soumna! 
This is not an academic question, hecause 
the Bomhay High Court upheld ns nght to 
do so in a judgment which echoed the very 
sentiments published in the paper, and the 
Supreme Court subsequently dismissed an 
appeal against the judgment Ate those of 
us who arc outraged hy this decision guilty 
of wishing to violate anyone’s democratic 
rights? 

I am not the only woman wlm is reminded 
of the debate over pornography Various 
people, including some liberal lemmisis. 
uphold the right 10 produce and disseminate 
pornography in the name ol freedom ot 
expression. Others Icel that ihc portrayal 01 
objectified, humiliated ami violated women 
and children is ms only an encouragement 
lo sadistic violence, bui is also in iiselt an 
assault on the dignity and humanity ol wonK -11 
and children. Anyone who has experiemed 
sexist, racial or communal abuse, even it 
only in a verbal lorm. will understand how 
hurtful, degrading and dehumanising u can 
he. People systematically subjected to such 
abuse may end up leaving homes m mbs or 
even committing suicide it thes can line! no 
other way to escape it II Ihc cmoiion.il ami 
psychological effects ot verbal abuse can he 
so damaging, shouldn't it uni. he regarded 
as a lorm of oppression - ’ 

However, the damage is not merely 
psychological. A crucial element m tascist 
pogroms against a mimiruy contmunitv »y 
a propaganda campaign casting the victims 
m the rote of vrllams; this technique was 
used in devastating effect in Nan Germany 
where a population which had been exposed 
m systematic anti-Semitic propaganda 
allowed mtitions of Jews lobe exiet mmated 
The same strategy has been used by lascisis 
m India. For example, there is no doubt that 
the communal propaganda m Smoimu 
whipped up the fren/y which Icdtothe I'N’ 
pogrom in Bombay. IPS officer Vihhun Kai 
cites a llo t l iar c«»c where local newspapers 
published (t completely fabricated repott 
that aft Hindu patients in the hospital 
attached to Aligarh Muslim University had 
been hilled, thereby sparking oil rues m and 
, wwmd Attgmh? When Bai Thackcwv. like 
t h»» mio- m odd Adnlf Hitler, calls i<m the 
I cxtrrmtnnutie of mi enure community, is be 
j hvmjfy exercising hts nght w freedom m 
expression? Even Muni Ratnam's him 


Bomhay. superficially an innocent call for 
communal harmony, propagates ihe some 
myth ot the victim as aggressor; it distorts 
the events of one pogrom in u manner which 
enables the majority community in present- 
day India, like the majority community in 
Nazi Germany, lo contemplate atrocities 
against a minority without any discomfort 
to us conscience. Do wc have to tolerate the 
propaganda build-up to more bloodbaths in 
the name of 'democratic rights’? An 
individual’s life can he ruined by libel, and 
•here arc laws to protect him or her from 
that: shouldn i a community or other group 
ol people be entitled to the same protection? 

Of course there are dangers in allowing 
a bourgeois judicial system lo implement 
and especially to formulate such laws. Libel 
laws have been used to bankrupt voluntary 
organisations exposing the anti-labour 
policies of companies Laws against the abuse 
ol religious communities can he used to 
crush dissent and criticism, tor example of 
practices oppressive to women within a 
community Pornography laws can be used 
lo clamp down on sex education or lesbian 
and gay art and literature. And so on and 
vi lorth There arc no easy solutions to this 
pi i’hlcm. but ihc difficulties should not make 
us sli y ,i w jy i rom t he responsibility to protect 
tlic sulncrahle Irom this kind of violence too 

As m (he case ot protecting people Inini 
physical \mlenee and oppression, there t.i 
a (Mint in trying lo reverse the com- 
muiialivitumol (he judiciary which has taken 
place instead ol simply allowing blatantly 
communal judgments to puss unchallenged. 
Wc need not ask lor additional legislation', 
there arc exstling laws which arc quite 
adequate lor the purpose, and all wc need 
dcmanO is that they should be implemented. 
It a massive fine were imposed on newspapers 
and political organisations lor every libellous 
statement and incitement to violence made 
hy (hem in print or m public, they would 
UNin be bankrupted unless they cleaned up 
their act. Ol course, the same laws can very 
n ell he used against us: but it would be naive 
lit the extreme to think tliat we can prevent 
this Irom happening by championing 
Ireedom ot expression - tor fascists. All we 
can do is to make sure that wr ate hot being 
inconsistent, that, for example, whatever wc 
nu> publish exposing oppression by rural 
employers, repression by slate security lorccs. 
or unfair labour practices on tho-pan of 

industrial employers i\qikihhtHvel\ ihffcrttu 

horn nghi-wmg communal propapWla. 

The nght to organise and act pohticafty 
is also essential it we ate to avoid political 
authontanamsm. But do people have a 
•democratic nut* m orgamsc pogroms. or 
the demolition ot places ot worship? hn’l 
support lor such rights ol some people a 
dental ol ihe rights ol othert? If wc are 
talking about an mtfivuhtat venal kilter, tt 
soumls absurd to argue lorhis ight to acquire 


the murder weapon and set the trap for his 
next victim: but isn't H equally absurd to 
argue for this right' when the serial killer 
is an onetmiudim? Shouldn't we rather he 
asking why the murderers are let loose to 
create more havoc when they should he 
behind bars for previous murders? 

Of course an organisation which isknown 
to he guilty of man murder cannot he put 
behind bars quite so easily as a serial killer 
whose guilt has been proved. But this does 
not absolve the state of the responsibility 
10 prevent the guilty from wreaking more 
havoc and claiming further victims. This, 
again, is nut an academic question. The 
campaign which led lo the violence and 
... bloodshed of 1992-93 is on again, and will 
pick up momentum as the Lok Sabha 
elections apprcch.” Are wc going to allow 
an escalation of violence and Moodhshed in 
the name ol democratic rights*' And if not. 
what should our strategy be lo prevent it? 
Here, once again, we do not need lo advocate 
arbttiary authority for the state, but we do 
need lo insist that normal laws are enforced 
in order lo prevent communalists from 
engaging in murder and mayhem, since, for 
the moment at least, wc are not in a position 
to do so ourselves. To refrain from making 
this demand, I loci, is to become passive 
accomplices n the crimes committed by 
communal organisations, and to uphold the 
‘right’ ol Ihc oppressors to oppress against 
the nght of the oppressed to freedom from 
oppression. 

However. I get the feeling that an 
underlying anxiety in both articles is that 
if we ask the state to protect citizens from 
the violence of the Sangh punvar. wc will 
then have no hssis to protest if the stale 
uses foree lo oppose the armed violence of 
left-wing groups. Sumanta Banerjcc says 
the goals of the violence arc different, the 
lint being lor the unconstuuunaa! goal of 
a theocratic stale, ihe second for the 
constitutional goal ol socvaltsm.Thisaoiinda 
like an argument that the end jwdfiet the 
means, and seems hi me quite weak- There 
would be no inconsistency m arguing that 
members of armed left-wing groups should 
not be tortured or killed, snd should be given 
a lair trial it apprehended, bat it doesn't 
follow that we have to uphold Unit 
'democratic' nght to vtuUee the dr amende 
and human nghts of others, tor es ample hy 
terrorising and kiltag ca m fcdre c* a n d t own 
in order to enforce the boycott of onto Tina 

llsuch pan icscxitne to power. vdMdfmmMee 
do we have that they wtll be any baaar dma 
wbiai we hive at peanut - or. indeed thw 
they wilt trot be worse? None ntentwvur. 
to judgtc by pma ttptnwii uf water pwwst 
which have taken power. We have pond 
reason hi dnohi that nrgamanman which are 
internally so aathonurmn. ami vu vaplcnH; 
sectarian towards outsiders, arttt res p ect 
thcriem oc raucnghtsor du a o n ren orenite*. 
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A* Balagopnl righdy suggest*, we need to 
take a fresh look at the 'socialism’ they 
claim to be fighting for. 

Unfortunately, however, he rather care¬ 
lessly forgets to take the poor baby out 
before throwing away the bathwater, when 
he says that“the Mai Mine of the communist 
project-the attempt to put Mara’s ideas 
into practice - is evident”. If he is referring 
to the integration of former ‘communist’ 
states into a capitalist world economy, then 
the idea that they were trying to put Mara’s 
ideas into practice is ludicrous, since Mara’s 
notion of communism implied the withering 
away of the state -the very opposite of what 
happened in these countries. With hindsight 
it is much clearer that the revolutions m 
Russia and China could not go beyond 
capitalist relations of production at a time 
when in the world as a whole, rural and 
urban wage-earning strata were not yet 
predominant; they could constitute the basis 
for a communist movement, but were very 
for from Wing in a position to cany out a 
communist transformation of society. 

' The statement about the failure of the 
'communist project’ is also a denial of the 
existence of those of us whom we might call 
‘anaroho-cotnmumsu’, who never believed 
that the authoritarian practices of so-called 
‘communist’ states and parties had anything 
to do with oar communist project Beginning 
with a rejection of Stalinism, some of us 
went on to a critique of the Leninist 
conceptionofthe patty, with its faulty notion 
ofconsciqusncss andinherendy authoritarian 
(so-called . ‘democratic centralist’) 
organisation, as well as the statist conception 
of revolution, whether the seizure of power 
is seen.as taking place through elections or 
insurrection. Even Mara was not spared, for 
Ms male chauvinism and Eurocentrism 
among other things, both of which distort 
his revo luti o n a r y perspective. It must be 
noted, however, that we saw this wide- 
ranging critique of various left-wing 
doctrines not as an abandonment of 
com munism bdt. on the contrary, as an 
attempt to build a genuine communist 
platform. 

Although we dkl not predict the m ai mer 
of the Soviet Union's collapse, we never 
doubted that it would collapse, and our 
jnteraatkmsliit perspective was c o n fir med 
rather than weakened when it happened. 
Most of these debates were not published 
a nywhere but only took place internally, so 
they probably had Uttie impact outside our 
small circle, if I refer to them now, it tt not 
in order to e xa g gera t e the importance of our 
obs cu re bole g ro up , but to set dm record 
itnighi by wnundh^ prop ifofour existence. 
My concern is to ro a cue the bsby before it 
got irretrievably lost in the sewers of ea- 
soenfost c u afo rio n. and to affirm Mm for 
bore having fortori. deconswwr project— 
a worl d wide commonwealth hi which the 
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for the free development of afi, a creative 
and caring community ht which people Wffl 
contribute according to their ability and 
receive accenting to their need-it more 
feasible in the globalised world of today 
than it has ever been before. Wt do not 
abandon the language of democra ti c rights 
just because the US and other states have 
committed every conceivable atrocity in the 
name of democracy; why, then, should we 
abandon the language of communism just 
because various authoritarian states and 
parties have cslled themselves 'communist' ? 
• it would be a tragic irony indeed if the 
communist agenda it junked just when it 
begins to look tike a real possibility. 

A genuine communist practice must 
constantly be reinvented if it it to be adequate 
to meet the challenge of a changing reality, 
and (communist movement which embodies 
such a practice is essential if we are to fight 
the growing threat of fascism today. 
Ideological struggle for an alternative ethic 
of love and generosity is cenainiy crucial, 
but our utopia would be seriously flawed if 
it ignores the moral imperative far us to 
protect our more vulnerable brothers and 
sisters from oppression and violence at all 
timer, and we cannot do this without ex posing 
and attacking the commuiutiiaation of the 
state. According to Vibhuti Rai. “at a training 
course for probationers [,i]t was the 
unanimous opinion of all senior officials 
prese n t that no communal riot in India can 
last for more than 24 hours without the 
consent of the state”, rod he describes a 
gruesome casein which the Provincial Aimed 
Constabulary in Meerut carried out a mass 
killing of Muslims in cold blood during a 
riot without, to for. being prosecuted for it.’ 
In other words, what we are talking about 
is opposing state complicity in communal 
violence: what is required is not the extension 
of state powers but the insistence that the 
judiciary should uphold the law instead of 
allowing it 10 be disregarded totally by the 
far right, and that the security forces should 
be accountable under the law instead of 
being able to enco u ntge and participate in 
pogroms. 

fn fact, dragging the notion of ’demo cra tic 
rights’ into this argument is a red herring. 
What hat to be opposed it not anyone’s 
democratic rights, but the collusion of 
communalhed e fe j p en tt in the stale with 
right-wing gro u p* engaged In aggression 
against rrnnority communities; what hat to 
be de fe nded is not tome timetas a bs tra ct 
principle but living human befogs who are 
being t h r ea t en e d by thee aggression. We 
cannot defend democracy by allowing 
those people to be sacrificed: w hate ver 
‘democracy’ is bought at that price will not 
be word) having, because it will ornate In 
upholding the rights of some people to 
trample on (he rights of others. Te tafc of 
the Sengh perivar's attempts to arprise 
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‘finttoctatlc tight* ms do to, fUttflBmm 
widatpmad eommott mum notion la 
majority community that minorities hevi 
right to equal treatment in tMs cautery, 
legitimises their oppression, to frame 
debate la them terms ie to oottcedelhsi 
comrminaUstt have woo the Idaofo 
< struggle right from the very shut We 
argue for a serial killer’s right to a fob 
rod humane conditions of imprisonm 
but if we pat him on the beck for 
democratic credentials, we are tur 
encouraging Mm to go on to hit next mm 
We are not creating an ochk of love 
kindness if we use a language which con 
legitimacy, even respectability, on 
criminal designs and actions of the saffi 
brigade, instead of speaking of them v 
the horror rod repugnance which they ou 
to inspire; on the contrary, we are ret nforc 
a callous, inhuman culture of hatred 
violence. 

In other words, both these articles for 
the issue by seemingly arguing against 
in favour of the 'democratic rights' 
fascists. The same people who argue 
these rights would not support 
’democratic rights’ of Islamic fum 
menialisi* in Pakistan or Bangladesh 
persecute Hindus; an the contrary they woi 
be outraged, and quire rightly too. When 
identify with those who are being penecut 
or are yourself one of them, it is easier 
see that persecution is a crime. The real i* 
is how to combat the brutalisation of 
society which allows so many people 
become active or passive accomplices 
horrific acts of violence. 

Karima Benmune has arguedconviacin 
that Islamic fundamentalists in Atge 
would never have grown so powerful 1 
their crimes against women, facgkmin 
the late 1970*. been appropriately punish 
it was because the mutilation, torture r 
murder of women were not treated ss sene 
crimes, women’s human rights were ■ 
seen as real human rights, that i 
fundamentalists could grow and pwspert 
finally make a bid for stale power.’In Ind 
one gets the feeling that the human rig 
of minorities are not seen m real hum 
rights; bow else can om explain the deef 
disturbing fact tint people who partictpsi 
in the massacres of 1994 and 1992-93 : 
not merely it large, but can stand ■ 
elect too, and thousands of people vote i 
them? h it this social perception of ciim 
against minorities not befog real crime* H 
is reinfor ce d w h en ci v i l Bbet ti oi gro up * * 
others peee the issue of foe freedom 
fascists to persecute n ti e c rttl ei tit term* 
their ’d rome ra ti c right' to do so. matted 
building up s Lllarms of opioioa wMrh i—** 
lead tofoeir social oetradsm even if them 

feUa m prosecute dm. 

Of comae.—* brutality rot* be <44** 
in efi ctecwmstrooaa. hat foil does not am 
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toff ** H|** l *P rfffr-wtog group* or 
iid^lialtuteMBMtaiyot in poswidoa 

of «N pore*. Ob the comnry, tuch « 
strategy aaoomget the progressive takeover 
of itatt power by communal elements, a* 
well as A* d eg en era ti on of the moral and 
ethical beats of civil society. Not all of us 
arephyticaUy and temperamentally equipped 
to fight the fascists ‘in the streets', but all 
of us can oertaialy do something to expose 

md ootebat the communalisation of the state, 
to struggle against the prevailing 
authoritarian culture which encourages 
uncritical acceptance of communal 
propaganda, and to counteract callous 
indifference or hostility to people of other 
c ow ummi ties. Above all, we need to create 
a positive alternative vision of community 
by huildisg relationship* of solidarity, 
friendahipand love across traditional barriers 
There is no cause for complacency or excuse 
for inaction so long as anyone is threatened 
with persecution of any son. nor can we 
afford to be confused about our principles 
and strategy when lives may depend on our 
ability to think dearly and act decisively. 

Notes 


1 ‘SaagbPsrivarMd Democratic Rights'. EPW. 
Asgsst 21, 1993. 

2 "Democracy and the Fight Against 
CommmaW. EPW. January 7. 1993 

3 For a more extensive explication of this idea 
see Nioot PouJaatras. Stale Power Socialism. 
NU». London. 1978. E g. "The slate is the 
random Minnofaretononshtpofforoo between 
dmara and rtatifrartinm. such as these express 
tkemastvaa. in a necessarily specific form. 
w«y« the stale itself. In other words, the Stale 
is through and dwoagh constituted-divided by 
class co nt ra d ic tions Thus, an institution 
dcitksd to reproduce class divisions is not. 
and never can be. a monolith*, bloc without 

I crocks, whose policy it established, as it were, 
m spite of its own contradictions Contrary to 
conceptions which treat it as a Thing or a 
Suhyoet tie Stale it itself divided" (p 132) 
“Law do« not only deceive and conceal, and 
nor does it merely repress people by 
oo tn pctU ng or forbidding them io »ci It also 
organises and sanchom certain real ngtii.i of 
the InmioiWd rimes (even though, ol courae. 
those rights am invested in the dominant 
ideo l ogy tad are far from corresponthn* in 
practice to Mr juridical form), and it hat 
wacribod within k the material concetiiotM 
imposed a* An classes by popular 

qp MK 

4 la cant anyone thinks that by the terms 

oppratoow' sad “oppressed group*' I am 

~^~ri^isfhiiitiangiitii r r* — 

arttcJo • U r ugg ln agaiosi Commonalitm. 
P s M t g u M Wvu A hs re a ti v e '. EPW. Oerter 
23. 1993. which ihonM preferably be read 
riougridsthb wrick, rinco it would be hotiy 
lo mfmt hm *fcai w Hid there I would 
~T »i i«i j Mka m lajwiun my i 1 nr r" - “— 
dkt mMm k nnf an sltemative » 

^s^Mkhkhtindk cannot he co u nter a d by 
•afemihl*; at most tey aw say dm 


Muslima ahouhl not be haraaaud on the pretext 
of ‘flushing oof B a n gtadss h h , but they are 
omiDoiuly silent on the question of whether 
it it legitimate to ill-treat Bangladeshi 
nation all. some of whom may even be 
refugees fleeing pe ro eca ti on in their own 
country. It be co mes difficult to protest against 
(he ill-treatment of Indian ‘illegal 
imnugranis' io European countries if Indians 
persecute foreign nationals in their country 
in exactly the same way, and speak of them 
in the same insulting terms! 

3 Commtmaiism Combat, February 1993. See 
also Note 6 for another example of this 
technique of making vku ms out to be viHatna. 

6 According to Business Standard, April 14. 
1995, “VHP trains guns si Christians. 
Muslims tp woo Dalits": “...the Vishws 
Hindu Parishad (VHP) yesterday unveiled a 
new prong of its attack against Muslims and 
Christians - by blaming them entirely for 
the plight of daliis and backwards in India... 
VHP general secretary Asbok Singhal 
announced himself in favour of reservations 
at a press conference white launching a tirade 
against Muslims and Christians for reducing 
daltls and Muslims to their current low status. 
... Asked about disparaging references in Hindu 


■kglwl said the VHP's wwW would go around 
rural anew taler this year and spread Wu version 
nf hisaory They would also wit v iBagera the* 
the Kaahi Vtsbwaaafh teapfe at Varanasi was 
demolished by canooa fire in accordance with 
a ‘fanNw’ef dm Mughal emperor. Amngaeb 
Singhal announced that the rams had decided, 
after a recent m c chng at Ayodhya. that they 
would now campaign among the people that 
the only way to get a Ram temple constructed 
there was for a Hindutva-oriented party to 
be elected io power at the centre... He wa* 
sure that these three mosque s ((he site at 
Ayodhya sad the ones at Varanasi and 
Mathura) would be runted into temples 
through l eg is lation once a Htadatva baaed 
party was circled at the centre, he said. To 
bring a Hiadutva party to power, the saats 
plan 83 targe yams and 6,000 small ones 
from October 3. to culminate at ttaimrh near 
Nagpur on October 20. The senior urns whb 
the VHP hod divided the country in IS pwtt 
(to account far 10 million people anch) and 
would lead a yam each". 

7 Ibid. 

8 Algerian Women Confront FawdamraHlina'. 
Monthly Review. September 1994. 


Rhetoric of Neo-Liberalism 


K Satyaanrayana 


K BALAGOPAL (EPW. January 7) in his 
response io Su mania Banetjee (EPW. August 
21,1993) addresses the issue of democratic 
rights and talks about the failure of the 
communist project simultaneously. Is 
Balagopal speaking as a civil rights activist 
(a liberal position)orasaMarxis( intellectual? 
It is not clear overtly because Balagopal tries 
to negotiate his contradictory identity both 
as a liberal and as a Marxist intellectual. 
Perhaps for the first time, he tries to erase 
the distinction between his two positions in 
this piece. Let us briefly lay out the roots 
of Balagopal's contradictory identity. 

Balagopal is known as a Marxist 
intellectual as well as a civil rights activist 
in Andhra Pradesh and in other parts of 
India. He has enjoyed the rate distinction 
of being both a Marxist intellectual among 
the Marxists »nd a civil rights activist among 
civil rights groups simultaneously. Balagopal 
used to declare that he was speaking as a 
Marxist, noLas a civil rights activist when 
he addressed the meetings of the 
revolutionary left parties and their front' 
organisations. He spoke at the meetings of 
APCLC and other civil rights organisations 
as a civil rights activist. We may suggest 
that Balagopal. being a Marxist ia his 
beliefs, has chosen to work m a civil rights 
organisation for strategic reasons to this he 
can make use of the limited 
space in the parliamentary "form of 
democracy. It ia significant that Btikgapai 
could manage to create a apace far hin w eff 
is a Marxist intellectual io revolutionary 


circles while acting as the secretary of a civil 
rights organisation. We must uphold this 
tradition as civil rights activity p ro vide s a 
broad platform for intellectuals with diverse 
political beliefs. In recent times, Balagopal 
has decided not to speak as a Mania at the 
meetings of the revolutionary left parties 
while he continues to address ail political 
parties as a civil rights activist. The 
implications of this decision to adopt the 
position of a liberal < ‘civil rights penpective' 
as Balagopal puts it) is not a strategic stance 
but a real stance. It may be argued that one 
of the reasons why he attempts to erase the 
strategic distance between Iris two poaMoas 
is his dtsiHuskMineM with Marxist politics. 
Let us closely read his piece so that we any 
be able to locate Balagopal’s political 
position. 

Balagopal takes iaswes with Suarenaa 
Banetjee on tbequeationofik a noc i wttcrighk 
to the Hindu communahsts. We are* agmt 
with Balagopal that the i 
salted to use its repressive 
fight Hindu co—nafam at it results ia 

ataae apparatus. He does an taaptitree. He 
goes onto ar^K that it ta«mcafc *> ehMK 
people's view* by fawwaag lie i 
of the view* to he changedP. He t 




ot ji nfa c » m ii iy nd fairness" <p J»k At 
the begbmfcig of the piece * is tvitiMl tiwt 
it w id resang the ervii righw 


* 




uciivis* on the issue of democratic rights 
to the Hindu communalists. When he 
advocate, an 'open and equal detune” with 
■the Hindutva forces, we begin to wonder 
whom he is addressing. Considering that 
Balagopal outlines an agenda for a straggle 
against the Hindutva forces, let us assume 
that he is speaking to the progressive forces 
in the country. Balagopal suggests three 
ways to light Hindu communolism: fa) to 
try to convince the oppressed groups that 
Hindutva is contrary to their material 
interests. <bt to resist the forces of Hindutva 
physically it necessary and. lastly. <c) to 
appeal to “the democratic, humanist and 
anti-authontarian values that all human 
societies passes side by side with values of 
domination and suppression”. 

We must agree with him if all that 
Balagopal says is this. And he continues. He 
contends that his agenda is not just for a 
defensive struggle against the Hindutva 
communalists. He adds that this struggle 
against the Hindutva forces must be 
considered as pan til "the struggle lor 
restructuring human existence on u higher 
plane”. He also cautions us that such a 
struggle must provide democratic space for 
the reactionary forces such us Hindutva to 
have "an open and equal debate". He also 
says that such a debate can never he 
conducted, and can never win minds and 
open up democratic space if <me /Him is 
suppressed by denied Irccdtunol expression 
<p5V. emphasis mine). Balagopal starts his 
piece hy saying (hat we should not ask the 
stale to tight the Hindutva forces. In the 
coursc of hits argument. Balagopal contends 
that the Hindutva forces must provide a 
democratic space. Again we have a problem 
in identifying whom he is addressing. Who 
is the 'one party' that is likely to suppress 
dissent? Wc can also argue that Balagopal 
is addressing the oppressed pcoptc/pnlitical 
parties that arc interested in the larger 
struggles for restructuring the society as his 
agenda tor a struggle against the Hindutva 
forces is pan of lhat larger struggles 
BaUgopnl contends that the oppressed 
peopk/pnhticaJ ponies no he more specific. 
CPI(ML) panics) must accept 'democratK- 
toterance’ as a value and deal with dissent 
in 'an open and equal debate'. It is in this 
context, he declares that the failure of the 
communist project, to pul Marx's ideas 
into practice, is evident. He repeatedly 
thaws our attention lu the experiences of 
the erstwhile socialist c outline* in order to 
suggest that there is a problem w ith the way 
dissent was dealt with tn these countries. 
He is also saying that Marxism failed in 
Ms practice became it failed to understand 
and conceptualise how to deal with the 
dmeMHtg group*, among other things. 
However. Balagopal is m* offering any 
alternative framework b> understand and 
deal w«h dtwentreg groups. Ail that he says 
is that 'democratic tolerance' tor certain 


democratic Values) mdst he accepted as 
universal values in our struggle frtr 
restructuring society. What isthe assumption 
behind this argument? Balagopal assumes 
that democratic rights arc universal. It is 
evident now that Balagopal is talking about 
universal human rights irrespective of the 
historical specificity nl any society til is 
important to note that Balagopal could 
move lorm the Indian parliamentary 
democracy lo the erstwhile socialist 
countries ignoring the specific histories 
precisely because he believes that 
democratic toleraiK'c' must he accepted us 
a value in all societies, and all parties. 

The implications of Balagopal .s 
argument arc tar reaching. In his agenda 
for struggle against the Hindutva forces. 
Balagopal is advocated the practice 
'democratic tolerance' as a value, but he 
docs not mention the need to tight against 
the Indian state. Being a strident advocate 
of anti-state struggles, how cutdd tie miss 
thecentreof institutionalised violence - the 
Indian state? It is certainly not accidental 
that Balagopal does not talk a tv ml anti- 
stale struggles. It is because he consciously 
chooses lo give up the Marxist framework 
that uses the categories such as stale, class, 
gender, and so on. The central category in 
his analysis now ts the human licing This 
is the reason way he wonders about • what 
is m human beings that keeps ethnic, 
religious or communal violence alive as 
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ftoliricAtpaxstau ..**h»Wxi*»^&wj#nc 
m terms withhbt com nidi cuwy identity fhoth 
as a liberal and e Marxist rimtilu»Wt«Jy for 
several years). Balagopal emerges as u liberal 
intellectual. Tn cite one more example of his 
liberal political stance. Balagopal refer to 
“the forceful boycott of the polls hy PWO> 
in AP” in this piece. Balagopal argued for 
democratic space to campaign for BJP. 
Ci mgrcsxt I). TDP and the official left parties 
when the Peoples War declare these parties 
us anti-people, it is not that the Peoples 
War forcefully stopped the people from 
voting ias it is evident form the polling) 
hut it campaigned against the anti-people 
parties. In this context, it is not that 
Balagopal has argued for ihr people’s right 
to vote or not. hut for the rights of the 
ruling class political parties lor Whose 
protection paramilitary and police forces 
were deployed. 

Given Balugopafs stature as a Marxist 
intellectual of great calibre, we expect a 
better critique of Marxist philosophy t ’the 
most comprehensive ol uli ) to enrich out 
theoretical understanding. Appealing to (hr 
good sense ol the human beings isthccnnlcsi 
explanation that Balagopal bus ever olictcii 
10 explain any social phenomenon. With at! 
our respect lor Balagopal Iin his commiimem 
to the cause of the p«vir this piece is rathei 
disappointing. Many ol us inspired b\ 
Balagopal would continue lo he inspired h\ 
the Balagopal that he was 
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Social Costs of Reform 


June 3.1995 


Any process needs to he constantly monitored for its social cost so 
(hat proper corrective courses can he devised by suitable safety net 
measures before the problems become critical. A closer look at 
the direct and indirect effects of social service and human development 
programmes on major economic indicators shows that the social costs of 
the presem reform programme in India, although low when compared to 
those in some other developing countries, is high enough to demand a 
corrective course. 1295 

While investment in social assistance can address only a minuscule 
section of the people excluded from development, the sustainability 
of the programme and of economic development requires that 
poverty alleviation and economic development be brought 
centre-stage. 1329 

Muddled Response 

In an International context of crumbling multilateral arrangements, 

India needs a multiplicity of policy options and a diversity of 
prospective markets with which to integrate to optimise its economic 
performance. Neither of these conditions appears anywhere 
near being satisfied. lilt 


Pep to Politics 

The September 1994 elections to alia 
panshads and pcnchayat samilis in 
Punjab, not only signalled the revival 
ot political activity in Punjab but also 
prompted several unity moves 
among the major parties. 1321 


Beijing’s Dilemma 

Beijing has been engaged in a 
struggle for control with the 
provinces and local authorities since 
mid-1993 and is facing an uphill usk 
in all spheres - party and political 
matters, restructuring of the fiscal 
system and reform of the 
state sector 12M 


Banning ‘Bombay!’ 

Is the protest against Maniratnam’s 
new film on the ground that it 
offends Muslim sentiments simply 
an expression of 'fundamentalism' 
and of Muslims' patriarchal 
attitudes? _1291 


Calculated Mfadevetopment 

Kashipur block of Orissa among the 
poorest regions in the country is 
being opened up to private sector 
mining companies with Hide t ho ugh t 
to either the environmental 
consequences or their impact 
on the lives of the impoverished 
irihals. 1211 


US and Jerusalem 

The absence of any provision to at 
least block further expansion of 
Jerusalem and the expropriation of 
land in the Declaration of Principles 
is a most serious weakness in the 
document which is being exploited 
by the US in det^nceof 
intern ouonal law. 12tt 


Feminist-Bashing 

Feminist-bashing seems lo have 
become a popular pastime of late 
especially among established 
academes. It is impor ta nt net 
only to inquire whether the 
criticisms are valid, but lo 
understand how attempts at 
feminist-bashing am stroctomd, 
and what they imply far 
Indian fetmaisu. 1333 


Police and Porn 


Police authorities iaMahaa 
have urged the attte fount 
to empower them to ctsrii 
obsc ene ' emeriti. —■Mug 
them vriUy-nMy judge* of 




AH Women 


experiment of haring an dki 
gram panchayat in Ktdrikri 
jaWMBtani. 








LETTERS TO EDITOR 


On Raising Domestic 
Saving Rate 

IN EPWof May 6-13, the editorial on saving 
('Shortage of Saving’, pp 967-68) and the 
article by V M Dandekar (‘Prom External 
Recovery to Internal Bankruptcy’, pp 987-88) 
raise very important and related issues 
pertaining to the decline in the overall and 
public sector saving rates. The key question 
is how to prevent further decline in the 
overall rate and how to raise the rate as soon 
as possible. Raising the saving rate calls for 
a three-prongedstrategy of raising household, 
corporate and government saving rales. In 
the case of the first, only two broad policy 
options are there: making saving more 
attractive than consumption (very difficult 
in an era of globalisation, computerisation 
and maruti-isation) and increasing the 
contribution rates and coverage of 
compulsory provident funds (as in some of 
the east Asian economies) along with 
exemption of the contributions from income 
taxation coupled with severe restraints on 
withdrawals prior to old age. In regard to 
raising corporate savings, policies have to 
be such as to encourage the ploughing back 
of profits. As for generating and eventually 
raising government revenue surpluses, as 
V M Dandekar and many others have noted 
time and again, several initiatives are 
requited. They include reducing the internal 
and external public data via the use of the 
privatisation proceeds and instituting 
expenditure reforms to achieve a 
predetermined percentage reduction in 
recurrent expenditures other than debt 
service payments. 

V V Bhanoii Rao 

Singapore 

New Type of Violence 

VIOLENCE against fellow human beings is 
no rare phenomenon today, either in India or 
abroad. Wan acrots national frontiers as 
alsocivil wan and ethnic or religious clashes 
all over the world provide regularly 
ocfcasiw for expkwionsof hatred into orgies 
of violence. Every day criminal gangs 
motivated by hut for material gains or thirst 
for vengeance resort to preme di ta t ed and 
meticulously planned violence against 
targeted individuals or groups. Very 
recently, however, Calcutta and its suburbs 
and aome of the adjoining districts have 
witnesaed a new type of violence with 
startling features, la this, ordinary groups 
fo citizens, without premeditation or prior 
pr epa rat i ons, gang upon the spot topooncc 
upon a fellow citizen and kill him/her with 
utmost brutality. Further, tot alone the 
killers, even passive witnesses of the 
killings not only feel no remorse for or 
queasiness over these acts, they apparently 


even derive vicarious self-satisfaction from 
them. 

According to a tabulation in a Calcutta 
daily, in about a six-week period between 
March 10 and April 23 this year, 28 persons 
includingaboutadozen w ome n were lynched 
by stray mobs in suburban Calcutta and 
some of the adjoining districts with cruelty 
that betrays pathological sadiam. In one 
instance for example, a young girl, suspected 
of child-lifting, had her head battered before 
being forcibly drowned in a pond. Six other 
women were also brutally done to death on 
similar suspicions. There were two instances 
of physical banering, followed by setting mi 
fire after dousing in kerosene. In one 
instance, a large crowd of local people 
witnessed the brutal act which dragged on 
for more than a couple of hours. Some of (he 
non-participating observers glibly justified 
these acts by citing police apathy in curbing 
the criminals, although in many cases the 
victims were subsequently proved to be 
innocent people. 

The quick succession of the ghastly 
events naturally raises questions about the 
state of the social mind, indeed, a respected 
Pavlovian psychiatric in Calcutta 
expressed concern about this increasing 
trend of collective killings which he 
diagnosed as symptoms of maniac 
depressive psychosis. Be that as it may. 
the perturbing phenomenon, totally 
repugnant to civilised society, certainly 
demands deepest probe and concerted 
action at multiple levels to rid the state of 
this barbarous vitiation. Leaders of some 
ol the major political parlies have 
expressed concern over these events. This 
awaits translation into appropriate and 
adequate action. 


Drags and Doctors 

THE Food and Drug* Administration h 
oo the advice of the drugs cooauluti 
committee recommended that doctors i 
prohibited from atocUng medicine 
Innocuous as that ‘recommendatio 
sounds it is bound to create a sense of ne 
panic In the medical community. The fa 
of doctors stocking mediciaes is not a ne 
phenomena. It is one of those practic 
which falls outside the realm of what 
strictly legal. A licence lopractise medicu 
does not. strictly speaking, authorise t; 
practitioner to dispense medicine. For th 
a separate licence would be require 
However, this practice is in a historic 
continuity with the time when the docu 
was also a 'manufacturer’ of medicine, 
lime when patented medicine had n< 
appeared and pharmaceutical industi 
existed in the medical practitioner! 
backrooms. Its continued practice benefi: 
both drug companies and doctors to if 
detriment of the patient While the dm 
companies use this avenue to promote an 
create a market for new drugs, the doctc 
sells the ‘free’ samples to patients. Th 
problem is not merely one of unethicall 
extorting money, but itdistorts prescripts 
practices. For one thing, no informatiu 
on the medicine is available to the palicm 
without which no second opinion can l> 
sought. Often doctors do not give the ful 
dosage forcing patients tb attend the dim 
repeatedly and at great cost. As thing 
however stand the FDA’s ’recom 
mendation’ is unlikely to be taken senousl: 
unless pressure is mounted on the media 
licensing authorities to take firm step: 
against it. 


A Correspondent Rranv! 

Calcutta Bombay 
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Shine Off Industrial Growth 


:\7HEN the general index of industrial production had 
fY ihownaitKkknrise in the early monthsof 1994-95, there 
vas much enthusiasm in official circles. The government's 
economic Survey 1994-95 had claimed that trends i n industrial 
production already suggested “with certainly" that growth 
ates would remain high and would even go up further. Thus 
lie Survey confidently expected industrial growth in 1994-95 
i exceed 8 per cent. Subsequently, when the average index for 
brief period registered an annual growth rate of 8.7 per cent, 
ie exuberance of government and industry spokespersons 
new no bounds: industrial growth in 1994-95, it was now 
'aimed, could be 10 per cent and it could go beyond 12 per 
jnt in 1995-96 and thereafter. There have been confident 
tatements to these effects from the central finance and 
evenue secretaries, from the chairman of ICICI and from the 
najor industry associations, namely. ASSOC HAM, CI1 and 
1CCI. The industry associations have now scaled down their 
jrowth projections to about 10 per cent in 1995-96, but the 
evenue secretary persists with his claim that industrial growth 
n 1995-% would not be less than 12 per cent "at the 
nininunn” and in fact he recently exhorted industry to jim at 
. growth rate of 15 per cent this year. 

A closer examination of the macro-economic situation, 
lowever, yields little basis for any expectation of sustained 
tigh industrial growth. There is certainly no evidence of a 
ustained step-up in domestic investment and demand or in 
nanufactured exports nor of any notable improvement in 
upply side factors. The growth ot over 8.7 per cent in the 
tverage industrial output index in the first eight months of 
1994-95 was, it is now increasingly evident, the result of a 
ew passing developments which arc already tending to fade 
tway. Even 8 per cent industrial growth in 1994-95, let alone 
iO per cent, seems now difficult to achieve. The average 
' vlex for the first 10 months of the year shows a rise of 7.6 
kr cent compared to 5.5 per cent in the corresponding period 
p 1993-94 and 5.1 percent in the yvholeofthat year. Though 
,11 the major groups have shown accelerated output growth, 
nly the rise in electricity generation has exceeded that in the 
'cneral index:8.4percent in 1994-95 (April-Januaiy) against 
•2 per cent in the corresponding period of the previous year. 
Manufacturing output grew by 7.6 per cent (against 5.4 per 
*4) and nunittg by 6.5 per cent (against 3.6 per cent). And 
.^cording to the use-based classification of industries, 
“fttulariy high growth rates are observable only in capital 
°°ds (19.8 per cent against a decline of 5 per cent in the 
, evinus year) and consumer durables 10.8 per cent (against 
39 per cent). Significantly, the average index for the capital 
{ <x>d* industries group at 289.6 in 1994-95 (April-January) 
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was still below that four years ago in 1990-91 (291.6). 
Transport equipment (c omm erc i al vehicles in particular), 
electrical machinery and metal products contributed to the 
rise in the index for capital goods, after huge declines for 
three years. Basic goods industries showed a rise of only 3.9 
per cent against 8.4 per cent and intermediate goods of 4.1 per 
cent against 11.3 per cent. By comparison, perform a nce was 
better in consumer non-durables which grew by 7.3 per cent 
in the first 10 months of 1994-95 against 2.2 per cent in the 
comparable period of 1993-94, essentially because of a jump 
in the output of food products by 8.66 per cent compared to 
a decline of 8.2 per cent in the previous year. 

All indications point to industrial growth in 1994-95 of no 
more than 7 per cent. While the production index rose by 7.6 
per cent in the first 10 months of the year, a number of 
industries, for which advance data are available, have 
experienced a slowing down of growth in the last two mouths 
of the year. For instance, output of commercial vehicles, 
which provided a major thrust to the growth of capital goods 
output in particular and that of all industries in general in 
1994-95, achieved over-lhe-year increases ranging from 59 
per cent to 93 per cent each month from April to September 
1994: the increases ranged from 22 to 36 per cent during 
Ociobcr-December 1994 and they came down further to 19.5, 
14.8 and 51 per cent, respectively, in the last three months 
of the year. Other industries to show such reduced growth in 
the recent period are coal, crude oil. tea, vanaspati, soda ash. 
man-made fibres and their inputs, fertilisers, cement and 
saleable steel. In this sense, the industry nrinistiy's advance 
figures for 24 select industries, accounting for 50.37 percent 
of the aggregate weight of industries in the index of industrial 
production, which claim an overall rise of 9.1 per ceni in 
1994-95 against 5.8 per cent in 1993-94, do not appear to be 
representative of the industrial sector as a whole. Dan for 
these 24 industries had earlier shown a rise of 9.1 per cent 
during April 1994-January 1995 when in fret the growth ia 
overall industrial output had turned out to be only 7.6 per 
cent. Similar discrepancies are found in the data for earlier 
months and they are likely to have becom e more pronounced 
in the closing months of 1994-95 when, as noted above, a 
number of industries experienced a significant d b o de ta fioa 
in growth of output 

The question is not essentially one of some short-acre# 
problem in industrial growth; it is one of whether any 
powerful thrust to industrial expansion has at aB been 
administered so diet high, broad- b as ed and sustained g row th 
can be reaiiaticaliy expected to follow. In this context it is 
important to recognise that the im pro v e m ent ia in d us t ri al 




growth in 1994-95 essentially stemmed from 
the addition*! demand generated by the 
large fiscal deficit which could be financed 
only because of the flood of liquidity then 
sloshing about in the monetary system. The 
banks had also vied with one another to 
extend sizeable amounts of commercial 
credit to large manufacturing firms. The 
situation in 1994-95 was thus very similar 
to that obtaining in the second half of the 
1980s which has been aptly described os a 
period of ‘borrowed growth'. That situation 
no more obtains now. All indications suggest 
that there has arisen an acute liquidity 
shortage in the economy which is more than 
of a short-term nature. It reflects the 
fundamental insufficiency of saving to 
provide a boost to domestic investment. 
Both domestic saving and investment ratios 
have slipped in recent years and there has 
not been any significant rise in factor 
productivity. 

In the above respect, the lessons of the 
1980s should be eye-openers. The 8.5 per 
cent annual rate of industrial growth in the 
second half of the 1980s was made possible 
by the large current account deficit in the 
balance of payments and the large monetised 
deficit which, in the context of relative 
price stability, together helped to substitute 
tor domestic saving, though the domestic 
saving ratio too improved somewhat in the 
second half of (he 1980s and thus helped to 
augment domestic investment. By 1990- 
91, investment had touched the record level 
of 27.1 per cent of GDP. Contrary to the 
once-popular notion, there had been 
apparently little growth of productivity in 
industry in the 1980s. 

The ‘borrowed growth’ route is no more 
available to the Indian economy as the 
internal debt of the government and the 
country' s external debt have already touched 
the limits of prudence, while a series of 
policy measures, including encouragement 
of import of gold, silver and consumer 
durables (even if only indirectly yet), have 
tended to hurt saving in the economy. In 
particular, in the wake of the steep tax cuts 
the government has run large revenue 
deficits with concomitant dissaving, without 
any corresponding obligations on house¬ 
holds to save more. 

It is now accepted all round that industrial 
growth in 1995-96 will be severely hurt by 
the acute shortage of liquidity followed by 
the stiffening of the general interest rate 
structure. Government finances are in a 
state of crisis, with the increase in net RBI 
credit to the central government touching 
Rs 13,537 crore anfi the RBI finding it 
difficult to sell govdrnmenl paper even after 
offering historically high yield rates on 
them. It is very Hkely that in the final 
analysis the government will have to further 
curtail capital formation expenditure both 
an its own account and on account of public 


sector undertakings (PSUs). The private 
corporate rector has found it difftailt to 
raise equity capital in the market and, 
because of the liquidity shortage, banks 
have become extremely reluctant to expand 
credit. There has been an all round rise in 
interest rates - for PSU bonds as much as for 
commercial credit from banks. In such a 
situation, medium and small industries arc 
bound to face severe credit stringency and 
onerous interest costs. As it is. compelled 
by provisioning and other prudential 
requirements, banks have been lukewarm 
to lending to small-scale industries and 
other small borrowers. 

Finally, the much-touted scope for export 
growth to give a push to industrialisation is 
severely constrained. Export policies have 
been generally shortsighted in that they 
have encouraged export of agriculture- 
based and other primary commodities and 
relatively unsophisticated processed 
articles. They may earn some foreign 
exchange in the short run bul cannot help 
strengthen the country's industrial base. 
Export of capital goods including metals 
and metal products, electronic goods and 
computer software, on the other hand, 
accounted for just about IS per cent ol total 
exports in 1994-95 (Apnl-February). The 
absence ol a dynamic import substitution 
strategy and a muddled technology transfer 
policy constitute further hurdles in the way 
industrial growth in the medium term. 

PUNJAB 

Return of Akali Dal • 

THE victory of the candidate of the 
Shiromani Akali Dal (SAD) in the assembly 
by-election from the prestigious Gidderbaha 
constituency is significant in several re¬ 
spects. The fact that all the candidates ex¬ 
cept those belonging to the SAD and Ihc 
Congress! I) lost their deposits shows that 
the unified Akali Dal will from now on pose 
a formidable challenge to the Congress in 
the electoral politics of the state. At the 
same time, the narrow margin of the victory 
(just 2.117 votes) in the home constituency 
of Parictsh Singh Badal, president of the 
SAD, will force the Akali leaden to remain 
on their toes if this challenge » to be sus¬ 
tained. 

Apart from th# Congress, the threat to 
the consolidation of the Akali base will 
come from the hardlinen within the party, 
led by Simranjit Singh Mann, who 
supported a rebel Akali candidate in the 
present election. Although Mann's 
candidate has been badly defeated (he 
could muster only 2.500 votes) and to that 
extent the hardliners have suffered a 
setback, this is only likely to spur them to 
make greater efforts to strengthen their 
position within the party. It is also probable 


that in the abaenca of such a development 
they would split from the SAD and 
on independent party of their own. 

This i s more probable now than before f<* 
another reason. The victory of the Akai : 
candidate is a persona) triumph for Parkas: 
Singh Badal who had refused to agree * 
Akali unity on the conditions laid down 
the head priest of the Akal Takht. the higher 
religio-tempora! seat of the Sikhs, in <h 4 
to preserve a moderate line for the unifi, 
Akali (tel. To follow this line was necessai) 
in turn, for his assumption of the leaders!* 
of the united party and, he no doubt hop^ 
eventually of the government in the su* 
Ambitious hardliners like Simranjit Sind 
Mann, who have resented die leaderships 
the party going to Badal. would like* 
deprive Badalof the fruitsoftheGiddeitiA 
victory. One way to do this would he a 
revive the question of Sikh rights and 9 
divide the party on that basis in orders 
undercut the moderate base of the Baja 
leadership. I 

This would not only be welcomed hm 
also actively encouraged by the ruling] 
Congress! I). particularly now that it hw 
seen during the Giddeibaha election tha 
underhand methods alone may nt 
necessarily ensure electoral victory again 
the Akalis given the current mood <» ,* 
voter in Punjab. Among the means that a 
party reportedly used in this election ws 
the large-scale buying up of votes thruug 
offers of money up to Rs 20.000 per vote k 
addition, the party was helped by the pos 
poncmcnt of the election by one wed, 
which was done ostensibly to punish Ik 
Congress(l) for violating the code i 
conduct but actually gave it more times 
consolidate its hold over the voters thrnap 
fair means and tout. 

That the Congress! I) was able to comm 
its money and muscle power into votes» 
some extent is shown by the narrow mam 
of its defeat. But in an election in which I 
per cent of the voters turned up to cxero 
their franchise, this margin is equally • 
indication of the determination of the vote 
to defeat the Congress(I). 

RAILWAYS 

Victim of Neglect 

THE spate of major accidents in reed 
months have served to highlight the n*l 
problems that beset Indian railways ft 
usual and convenient explanation that * 
main cause of each of these accident* <4 
'human failure' has failed to satisfy any* 
even die railway minister. Although dura 
the debate in parliament he defended 49 
report of the deportment, at a later meetflj 
of railway officials he is said to have 
boned the veracity of the performance A 
safety reports. j 



1 >fhe point Is Ant Ac root* of the 
worsening safety record of the railways 
lie outside the boundaries of conven¬ 
tional accident inquiries. Or rather such 
inquiries only reveal the symptoms of a 
malady which has affected the very 
foundations of a once mighty public 
enterprise and the blame for this lies not 
with the railway officials and workers but 
with the political leadership and its 
economic philosophy. 

Take a look for instance al the firs) 
detailed reports of the accident near 
Salem, a head-on collision between the 
Madras-Kanyakuman Express and a goods 
train. A senior railway official has termed 
it a ‘silly accident'. What has come to 
light are some varied facts. There me no 
fail-safe devices which operate in theevem 
ot a human failure either to prevent an 
accident or to ensure some degree of safety 
to the passengers in the event of an 
accident. In fact there isn't even a second 
t g stage warning system which might alert a 
k driver who may have over-looked certain 
a signals. Such equipment has heen 
. reportedly tried out in the suburban section 
xif the Western Railways in Bombay, hut 
has proved to be ‘too expensive' lor the 
railways to install at all the relevant points. 
Another grave revelation is of the 
inefficiency of stuff and their absence 
Irom their posts. In a way of course every 
accident report reads just like any other • 
! lack of equipment, its non-functioning. 
■ non-existence of staff cither due to 
’ absenteeism or simply because ihcrc has 
' been no one posted for the relevant duty 
. and the failure of staff. Theinquiry however 
• stops there, with action against the stafl 
; and some small-time measures at (hat 
; particular location. 

It isn't of course that the railways have 
. suddenly become unacceptably unsafe - 
their record of accidents as a proportion of 
the volume of traffic they handle or their 
spread would still he tolerable. The point 
however is that the recent major accidents 
tell another story. There is first the aspect 
. of labour in the railways. The railways 
^have adopted an official policy of cutting 
’“recruitment by 2 per cent wiA the result 
there arc numerous posts which remain 
, unfilled. Just to give one example, at the 
; Western Railway workshops in Bombay 
; no new recruitments have been made since 
1991 and promotions have been held up 
since 1993. Prom 10,000 workers in the 
supervisory category the workforce has 
! been reduced to 6.000. Ostensibly this is 
because several committees have directed 
attention to the existence of excess' 
»labour, given the rising levels of 
sophistication in terms of equipment and 
processes. Partly it is also because there 
has been a move in the railways, as in 


other public sector enterprises, to cut 
regular employment and employ contract 
labour. Both these incidentally anticipate 
the World Bank's recommendations on 
the issue of 'excess' labour in the railways. 
However, for a variety of reasons, such as 
the non-installation of more sophisticated 
equipment and perhaps union resistance 
to contract labour, there is neither the 
requisite worktorcc nor other means of 
accomplishing the jobs on hand. It is not 
beyond the realm of possibility that this' 
situation affects the efficiency and the 
safety of the rolling stock released from 
these workshops. In fact the South Eastern 
Railwaymcn's Union has pointed out that 
there has been a piling up ol work in some 
of the units because of inadequate staff - in 
some units the workforce hits even heen 
halved. Strangely the railways have also 
pul into operation last year a plan to 
improve operational efficiency, which 
covers improving the reliability of assets 
(for instance, reducing signal and engine 
failures). To nobody's surprise, almost all 
(he zonal railways have failed to achieve 
the target in ihcsc respects. The World 
Bonk report on how the 'social burden’ 
earned by the railways (in terms of tare 
structures as well as employment 
generation) has hud an adverse impact on 
the railways' financial viability also points 
out that although the productivity oflabour 
in the Indian railways is low. labour costs 
loo arc low. 

Another aspect of salety is ot course the 
availability ol rolling stuck and hence the 
assurance ol sufficient turn-around lime. 
Among this year's railway budget 
proposals is one to drastically reduce 
procurement of rolling stock. According 
to (be minister, (his is being done keeping 
in view the "reduced transport output and 
improvement in operating indices". 
However, as commentators have pointed 
out. if wagon turn-around has to he 
improved there ought to be faster trains, 
requiring more powerful locomotives or 
more of them, which is not being env isaged. 
Al the base of all this is the tact that 
budgetary support to the railways has been 
cut sharply. Besides, several inefficiencies 
in fund allocation and usage have been 
brought out in the public accounts 
committee and CAG reports. 

This is not of course the whole story, nor 
are the issues so simple. But the point is 
that the question why the railways' salety 
record is deteriorating cannot be answered 
without looking into the issue of why the 
railways, once a core public sector 
enterprise with a crucial role in the 
country'secommuc development, invested 
with great historical, political and social 
value, should today be a victim of state 
neglect. 


WEST BENGAL 

Municipal Poll Pointers 

A correspondent writes: 

CIVIC elections in 75 suburban and motussit 
municipalities in West Bengal have ad¬ 
ministered a rude shock to the CP It M) and 
its Left Front allies. When the results of 
(he tiro round of counting were available 
on May 2K night, it was found that the 
Congress! I) had secured a majority in 25 
of the 48 civic bodies. Of these. 15 munic¬ 
ipalities had bfcen wrested from Left Front 
control. More importantly, some of these 
Congress!!) conquests are concentrated 
on the west bank of the Hooghly and in the 
Kharagpur railway centre. The immediate 
reaction of the Left Front and die CP1(M) 
was great dismay. Its spokespersons, 
including Jyoti Basu and CPI(M) general 
secretary H S Surjeet. had to concede the 
seriousness of the setback. Fortunately for 
them, however, the results of the remain¬ 
ing civic bodies and, more particularly, of 
the by-elections in the three assembly 
constituencies that soon followed partly 
dispelled the initial gloom. The results for 
■he Left Front were much belter. Indeed, 
all the three a.' embly by-elections ended 
in Left victories wi A much larger margins 
than on the previous occasion. And in the 
civic elections, the net Congress gain over 
its past record is finally reckoned at no 
more than 10 municipalities. 

But the Congress! I) success has come 
when its house is mure divided than before 
For factional reasons, the stormy petrel ot 
West Bengal Congress politics, Mamau 
Bannerjee. had .ken no part in the civic 
polls. As a result. Calcutta newspapers 
had mostly predicted a cakewalk victory 
lor the Left From in their electoral 
forecasts. 

Following the setback in the civic polls, 
Buddhadcv Bhalucharya. informal ion and 
culture minister, who has again assumed 
an important place in theCPtt M) hierarchy 
alter his resignation drama two years 
ago. has had u> cancel his trip abroad. He 
was to have accompanied Jyoti Basu on 
his annual western safari, which this 
time includes a visit hi Ac Mecca of 
liberalisation. Washington. Bhanacharya 
has now been entrusted with the job of 
supervising the pony's campaign for the 
elections to the Calcutta Municipal 
Corporation, scheduled tor July 9 

Initially, some CPRM) stalwarts were 
worried that the civic poll setbacks 
reflected a popular rejection of Jyoti 
Basil's new economic initiatives In the 
light of the subsequent verdtets. they Have, 
however, persuaded themselves that tins 
is nut the case. But all, including the other 



Left Front partners, concede that the 
municipal election results reveal some 
erosion of the party’s mass base among 
some segments of the population. They 
have ail been prohue in urging rectification 
programmes, such as cultivation of virtues 
like modesty, humility anti honesty and 
engaging in mote extensive ‘mass contact’, 
whatever the last item may mean. Whether 
theae correctives are sufficient and, more 
important, whether the CP1(M) leadership 
is really in a position toenforee them without 
some important political reorientation are 
open questions. 

Another correspondent adds: 

INSTEAD of recognising its setback in the 
recent West Bengal civic polls as a well- 
deserved rebuff, the CPi(M) continues to be 
arrogantly self-righteous with iu leader 
Jyoti Basti blaming the people for nuticing 
the 'mistake’ of voting against his party. An 
honest soul-searching by CPI(M) leaden 
would have revealed much earlier that 
serious 'mistakes’ had been committed by 
the party itself in Wen Bengal during the 
last 18 years of iu uninterrupted rule, 
which have provoked the people of the 
urban areas to reject it in a large number of 
municipalities. 

Political observers have attributed the 
CPI(M)’t defeat in the civic polls to the 
West Bengal party unit's newly announced 
industrial policy of welcoming big 
business houses and multinationals which 
has aroused fears of closure of public 
sector unite and marginalisation of small 
business houses leading to large-scale 
retrenchment of labour. But this alone 
does not explain the defeat, since the voters 
have opted for the Congress Party which at 
die centre is upholding the same industrial 
policy that Jyoti Basu in West Bengal is 
trying to adept with minor modifications. 
Besides, the urban upper and upper-middle 
classes in West Bengal are all starry-eyed 
about the prospect of the entry of 
multi nationals into the state's economy, 
what with further opportunities of 
conspicuous consumption and promises 
of imported crumbs of luxury goods. The 
Left Pront government's increasing 
encouragement of privatisation of essential 
services like medical care (by 
systematically neglecting the existing 
hospitals and allowing them to deteriorate 
in favour of a proliferation of expensive 
private nursing homes which only the rich 
can afford) shoaMl, endear jyoti Basu to 
these upper segtaegh of Bengal urban and 
semi-urban soplffy. They face no 
difficulties, in jjgHe of the Left From 
government’s pledge of an egalitarian 
educational system, in sending their 
cMdren toehtat schools and colleges ran 


by private establishments which are 
exclusively reserved for them and which 
are thriving in Calcutta and other towns in 
West Bangs], Why then should the Bengal 
urban ‘bhadralok’ vote have suddenly 
turned against the CPI(M) in the civic 
polls? 

Those seeking an ideological explanation 

- by blaming the Left Front government’s 
changed industrial policy - may be 
attributing more political motivation to the 
Bengal urban middle class voters (who 
constitute a substantial proportion of the 
municipal electorate} than they actually 
deserve. These voters are, quite under¬ 
standably, more concerned about their dai iy 
needs - civic services like regular delivery 
of essential requirements (e g, kerosene, 
gas cy linden, telephone connections, ration 
cards, health care, etc) than with ideological 
questions. In West Bengal, during the last 
18 years, despite the confidence placed by 
these urban middle class voters in the Left 
Front headed by the CPl(M) in past 
municipal elections, their elected 
counci Hors have fai led to deli ver the goods. 
Basic civic requirements like regular supply 
of drinking water, clearance of sewerage, 
improvement of drainage, removal of 
garbage, repair of roads - which are expected 
to be taken careof by the local municipalities 

- have remained neglected. 

The CPI(M) added insult to injury by 
allowing notorious criminal elements in 
these urban areas to enter the party and 
flaunt their muscle power to intimidate 
ordinary citizens, in many industrial suburbs 
and mofussil towns of West Bengal the 
image of the party has come down sharply 
among its sympathisers. Charges of 
corruption against second ranking leaders, 
including municipal councillors, have been 
common. It is these factors which have 
alienated the urban middle class voters from 
the CPI(M). Theirchoice of the Congress as 
a substitute-no better thanthe CP1(M) and 
besides faction-ridden with squabbling 
leaders - was surely not out of any hope for 
a better future. It was a negative vote intended 
to punish the CPI(M). 

It would be interesting to watch how the 
party stalwarts handle the coming 
corporation elections in Calcutta in July. 
The Left Front-run Calcutta corporation 
has floundered miserably all these years, 
reducing itself to a butt of ridicule among 
the citizens. During the last corporation 
elections some time ago, CPUM) hoodlums 
openly indulged in booth-capturing and 
intimidation of vuten and rival candidates 
and pictures of their activities were 
prominently displayed in newspapers at 
that time. Will the party adopt the same 
methods ibis time, or have the good sense to 
allow the voters a free choice and accept 
their verdict? 


TWENTY YEARS AGO 

EPW, June 7,1975 

The post-election political situation 
Portugal is marked by intense tricked 
among the political pasties - partial In 
between the Socialists and the Common!* 
The Portuguese Communist Party, whl 
performed very poorly in the April electis 
hoi been involved in chubet with its rtv 
in the streets and factories. The first cl* 
came immediately after the election, fr 
rally of communist-domlnMed Trades Unk 
Congress, intcrsyndical. Socialist lea 
Mario Soares was refused a seat on > 
rostrum and was subjected to jeering 
communist sympathisers in the crowd. T 
quarrel between the Socialists and t 
Communists reached flashpoint howev 
i in connection with the journal RepMk 
when the printing staff with cotnmun 
sympathies refused to print the magazii 
because of its socialist sympathies. Tf 
drew angry protests from the sociali 
leaders, but with little effect. 

After the failure of the internation 
conference of oil producing and consumii 
nations to And common meeting groun 
the chances of fresh initiatives ha 1 
brightened again with a substantial chani 
in the US position which had earlier provi 
to be the main stumbling block. The l 
Secretary of State stated recently at tl 
ministerial meeting of the l8-naii( 
International Energy Agency that tl 
dialogue between oil producers nr 
consumers should be broadened to incltx 
the whole relationship between develop) 
and developing countries. But a clos 
reading ol Kissinger's statement indicat 
that he is not yet in favour of a single boc 
to deal with all the crucial questions relate 
to raw materials, energy and dcvelopmc 
which the producers and develops 
countries were demanding at the aborte 
Paris conference. 

•** 

The Maharashtra government's rece 
decision to make it obligatory for farmers 1 
transfer a part of their irrigated land fro 
cosh crops like sugarcane to foodgrain crot 
is a significant step in several respects. Tl 
step implies direct intervention by the «* 
to determine the utilisation pattern of 
resource which it directly or indiicctl 
helped in building up. Unfortunately, wait 
use policies in India have always bee 
confined to the creation of irrigate' 
facilities (up to the level of field channel*' 
some cases) and then having little control i 
terms of regulating their end useor ettsunn 
adequate pay-off. 
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IN THE CAPITAL MARKET 


£PW Research Fouadedoti 


Son Granite Exports 

SUN GRANITE EXPORTS promoted by 
the Swoid group of Bhubaneihwar it to 
tet up a 100 per cent export-oriented unit 
for the manufacture of granite ilabi. I PCI 
hai appndaed the project and hu sanctioned 
a loan of Ra 892 lakh. Induitrial Promotion 
and Inveitment Corporation of Oritia 
(1MCOL) and Creditcapilal Venture Fund 
are alto contributing to the financing of the 
project. The company hat asiured tupply 
of raw materials town captive quarries 
leased from the government. Plant and 
machinery are being imported from SIMEC 
spa of Italy. The company has a 100 per 
cent marketing tie-up with International 
Stone Impottert Inc. Los Angeles. The 
gestation period of the project is low since 
commercial production is to start by this 
August. To pan finance the project the 
company is entering the capital market on 
June 5 with a public issue of 3S.4 lakh 
equity shares of Rs 10 each at par 
aggregating Rs 354 lakh, inclusive of firm 
allotments and reservations for mutual 
funds, NRIs and employees aggregating 
Rs 127 lakh. The issue is being lead 
managed by SREI International Finance 
and Creditcapilal Finance Corporation. 

Dhanvantri Jeevan Rekha 

Incorporated in 1993, the company was set 
up with the objective of providing 
diagnostic and therapeutic services like 
Magnetic Resonance Imaging (MRI). 
Diagnostic equipments in urology and 
cardiology have been installed and arc in 
operation. The company is being promoted 
by a group of doctors. The project cost has 
been estimated at Rs 571 lakh. The centre 
would have a capacity to service 40.000 
patients per annum. The techno-economic 
viability of the project has been appraised 
by Pradeahiya Industrial and Investment 
Corporation of UP (PICUP) and the cost 
of the project has been estimated at 
Rs 570.75 lakh. To part fund the project 
the company is tapping the capital market 
with a public issue of 30 lakh equity shares 
of Rs 10 each for cash at par aggregating 
Rs 300 lakh, out of which 7.2 lakh equity 
shades art reserved for NR1* on competitive 
basis and 5 lakh equity shares are reserved 
for Indian mutual funds on competitive 
basis and 2.8 lakh equity shares are 
reserved for banks/financial institutions 
on competitive basis. The issue, slated to 
open on June 13. is to be jointly managed 
by Doogar and Associates, Bharat 
Bhushan Share and Stock Brokers. 


Monarch Projects and Finmarkets and 
Geefcee Finance. 

Tbbu Enterprises 

Engaged in the business of manufacture of 
children's bicycles and tricycles, Tobu 
Enterprises is to set up t plant with a capacity 
to manufacture 5.4 lakh cycles per annum. 
It also plans to manufacture bicycle 
components in-house. According to the 
company, commercial production has already 
tuned and the products have been launched 
in northern India. Fifty-two per cent of the 
raised Hind would be used as working capital. 
RUCO has sanctioned a term loan for the 
project. The company is entering the capital 
market on June 12 with a public issue of 
22,93,100 equity shares of Rs 10 each at par 
aggregating Rs 229.31 lakh. The issue is 
being jointly managed by Rusoday and 
Company and Andhra Bank. 

Neelkanth Rockminerals 

Incorporated in 1988 Neelkanth 
Rockminerals is setting up an integrated 


granite quarrying and processing unit for 
processing of raw granite blocks into 
polished granite slabs with an annual total 
installed capacity of 63.000 sq mtn. The 
prqjedt la to be implemented in two phases: 
Phase I with a capacity of 21,000 sq mtn 
per annum and Phase II with the capacity 
of 42.000 sq min per annum as an export- 
oriented unit. The project it situated at 
Namtdi in Jodhpur district of Rajasthan 
The company plans to import some of its 
plant and machinery from France and Italy. 
For the first phase of the project Rajasthan 
State Industriai Development and 
Investment Corporation (RUCO) funded it 
through a term loan of Rs 117 lakh. The 
first phase of the project was appraised by 
RlfOD. The second phase of the project has 
been appraised by Libonl Finance. The 
total fond requirement for both the phases 
of the project is Rs 638.75 lakh. To pait 
finance the project the company is entering 
the capital market on June 15 with a public 
issue of 33.3 lakh equity share of Rs 10 
each at par aggregating Rs 333 lakh. The 
issue is being jointly managed by Libord 
Finance anu RUCO. 




OUTSTANDING BOOKS 

World Environmental Science Sartos 
The monumental series of Environmental Science presents the 
reader an understanding of the typer; origin, sources of various 
aspects of Environmental Science and ctecueses the rapid devel¬ 
opments in the field of environmental Science during the last two 
decades. 

1. ENVIRONMENTAL SCIENCE: Health, Education, Law 

1994 ISBN 81-7169-305-9 Rs200. 

2. ENVIRONMENTAL SCKNCE : Disinfection, OeaaMnatlon, 
Comoostlna 

1 994 ISBN 81-7169-307-5 Rs 260. 

3. ENVIRONMENTAL SCIENCE: Hazardous Gee A Hezeidoue 


Rs 275. 

Ram 

Re 400. 


1994 ISBN 81-7169-306-7 

4. GLOBAL ENVIRONMENTAL ISSUES 

1995 ISBN 81-7169-319-9 

5. ENVIRONMENT A NATURAL RESOURCES 

1995 ISBN 81-7160-323-7 


Save Indian PutiteMng—Buy Indian Books 


j 


commonwealth publishers 

4378/4B, Amort Rood. Murori Lot Street 
NJW OethM 10002 Fhone 3272541 
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CURRENT STATISTICS BPW Research Founddtitm 
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Macroeconomic Indicators 


Weights May 20. _ _ Variation (Pw Cent): ftiint-to-frfliiu 




1995 

Over 

Month 

Over 12 Monibs Fu>cai Yepr So Far 
Latest Previous 1995-96 1994-95 

1994-95 

1993-94 

1992-9.3 

1991-42 

All ConwnodJbes 

100.0 

288.1 

06 

8.4 

12.1 1.4 

2.9 

HI 


7.0 


Primary Artteiet 

32.3 

298.5 

1.3 

9.5 

15.4 1.8 

5.3 

13.2 

11.5 

3.0 

15.3 

rood Aittaes 

17.4 

328.6 

2.8 

9.1 

9.4 3.6 

7.4 

13.1 

4.4 

5.4 

20.9 

Non-Food Article* 

10.1 

318.7 

-1.2 

11.0 

26.9 -1.0 

2.5 

14.9 

24.9 

-1.4 

8.1 

RssL Fewer. Ughi aad Lubricant* 

10.7 

284.7 

0.0 

2.8 

9.9 1.2 

-0.4 

1.2 

13 1 

15.2 

13.2 

a a _ —-4-— 4 a r V— _1_. — *_ 

MMBisciBreQ rroooccs 

57.0 

282.8 

0.4 

8.9 

10.6 l.l 

2.2 

10.0 

9.9 

7.9 

12.6 

Food hodvo 

10.1 

276.6 

-0.1 

3.7 

12.7 1.4 

5.8 

8.2 

123 

f 6.8 

10.2 

Food Index (computed) 

27 5 

309.5 

1 8 

7.3 

10.5 2 9 

6.9 

11.4 

7.0 

5 8 

17 1 

All CdanmodiHet (Average Bad*) 











Ovnr the year) 











(April-May 20. 1993) 

100.0 

286.5 

- 

82 

9.1 8 6 

12.0 

10.9 

8.3 

10.1 

137 



Latest 



Vaiiotton (Per Cent): Point-to-Potnt 



Crated Living Indices 

Month 

Over 

Over 12 Months Fiscal Year So Par 1993-94 

1992-93 

1991-92 

1990-91 




Month 

Latest 

Previous 1994-95 1993-94 





MumM Worfcen (1982-100) 


293' 

07 

9.7 

9.9 9.7 

99 

9.9 

6.1 

13.9 

136 

Ultra Non-Man Emp (19*4-85-100) 


242 1 

0.8 

9.5 

7.8 9.0 

7.8 

- 

68 

136 

1.7.4 

Afri Lab (Inly 60 to June 61-100) 


1300* 

-0.1 

10.6 

11.6 10.6 

11.6 

11.6 

0.7 

21.9 

166 


May 12. 




Variation 





Money and Banking (IU cron:) 

1995 


Over 

Fiscal Year So Far 

1994-95 

1993 -94 

1992-97 




Month 

1995-% 1994-95 







Money Supply (M.) 


534217 7117(1.4) 

7705(1.5) 

.3922 (0.9) 

75167 (167) 

72467 (19.1) 

50484 0 5 4) 

Currency with Public 


111702 6756(6.4) 

108.32 (10.7) 

10022 (12.2) 

18990 (23.2) 

14067 (20.7) 

710 017) 

Deposits with Banks 


416511 -2347 (-0.6) 

-5747 (-1.4) 

-5614 (-1.5) 

55.321 (15 1) 

57185 0 8 5) 

42945(16.1) 

Net Bank Credit to Govt 


232755 2021 (0.9) 

13164 (6.0) 

8510(4 1) 

14380 (7 Ot 

29376 0 6 7) 

17903 01.3) 

Bank Credit to Comml Sector 


289352 952 (0.3) 

1462 (0.5) 

-2827 (-1.2) 

437% (17 9) 

16591 (7 3) 

30187 05 3) 

Net Foreign Exchange Assets 


75275 -398 (-0.5) 

-649 (-0.9) 

3305 (6.2) 

22197 (41.3) 

28775 < 115 3) 

3747 (17.7) 

RflKfve Money 


179143 -.341 (-0.2) 

10135 (6 0) 

8516 (6.1! 

30386 (21 9) 

27843 (25 1) 

11274 II 1.3) 

Nat RBI Gedh to Centre 


111497 2261 (2.1) 

12819(17.0) 

583 tO.6) 

949(1.01 

|3(8'11 4) 

3586 11.9) 

Scheduled Commercial Banks 








Deposits 


375799 -3347 <-OVi 

-6701 (-1.81 

-6492 (-2 01 

49271 (14 8) 

52144 08 6) 

.39017 06.1) 

Advances 


210312 118(0.1) 

606 (0.3) 

-3524t-2.lt 

38784 (22.7) 

11566 (7 3) 

23757 0 7.5) 

Nan-Food Advances 


196015 -2137 (-1.1» 

-1416 1-07) 

-4127 (-2.6) 

37416 (23 4) 

7402 (4 9) 

21684 06 6) 

fa vestments 


149345 48 (0.0) 

91 (0.1) 

7692 (5 7, 

14172(10.5) 

28434 (26 7) 

16820 0 8 7) 

Index Nranhart nf Indnatrinl 

Weights 

Jan Average (or Fiscal Year So Far 

Variation (Per Cent): Fiscal Year Averages 

Pndnrtlaa (19*0-81-100) 


1995 1994-95 

1993-94 

1993-94 1992-93 199 ) 92 1990-91 1989-90 1988-89 1987-88 

Chml hdtt 

100.0 

265.5 242 2 (7.6) 

225.1 (5.5) 

.3.(1 2.3 

0.5 

8 4 8.6 

rm 

Mining and Ouarryiag 

11.5 

282.4 235.1 (6.5, 

220.8 (3.6) 

2.5 0.5 

0.9 

4.5 6 3 


Manufacturing 

77.1 

252.7 233.0 (7.6t 

216.6(5 4) 

"> ? 1 | 

3.0 

9 1 86 

E ^■EB 

Electhcily 

11.4 

335,1 .311.0(84) 

286.8 (7.2) 

7,3 5.1 

8.5 

7.8 10.8 

E 111/ a® 


June 02. Month Year 1995-96 So Fat 1994-95 End of Fiscal Year 



1995 

Ago 

Ago 

Trough 

IVak 

Trough 

Peak 

1994 95 

1993-94 

1992-93 

BSE Sarafaitre Index (1978-79.100) 

3385 
t—13.7) 

.1015 

3924 

(74.8) 

3015 

.3484 

32.13 

4604 

3261 
t 137) 

3779 
(65 7) 

2281 
1-46 8) 

National Index (1983-84-100) 

1592 

t-150) 

1482 

1872 

(79.8) 

1482 

1691 

1572 

2176 

1606 
(-12 2) 

18.30 
(79 2: 

1021 
(-48 1) 


FMMpi Trade 

Mar 

1995 


* 

Full Focal Year 



1994-95 

1993-94 

1992-97 

1991-92 

1990-91 

1989-90 

Exports: Its crone 

9251 

82330 08.4) 

69547 (29.5) 

5.36*8 121.9) 

44042 1.75 3) 

72553 0 7 6) 

27681 (36.8) 

US Sees 

2922 

26233 (18.3) 

22173 09.6) 

18537 (3 8) 

17866 (-1.5) 

18143(9 1) 

16626 09 01 

Imports: Ricrare 

9062 

88705 (21.8) 

*72806 04.9) 

63375(32 4) 

47851 00.8) 

43193(22 0) 

35416 (35 4) 

US J Bin 

286.7 

2*251 (21.7) 

23212(6.1) 

21882 02.7) 

19411 (-JV4) 

24073 03.2) 

21272(9.1) 

Non-POL US S ma 

2312 

225.38 (29.1) 

17456 00.6) 

15782 02.3) 

14047 (-22.2) 

18045(3 1) 

17504 (6.2) 

Balance of Trade: Its crate 

189 

-6375 

-3259 

-9687 

-3809 

10640 

-7735 

USSmo 

59 

-2018 

-1039 

-3345 

-1545 

-59.70 

-4646 


May 26. May 27. Mur 31. __ Var^Uun Over 


{•fctihMtag foM) 

e harm 1995 

1994 

1995 

Month 

Ago 

Year 

Ago 

Fiscal Year So Far 
1995-96 1994-95 

1994-95 

1993-94 

1992-93 

199I-V2 

Ra crate 

63518 

48932 

66028 

-1060 

145*7 

2510 

1306 

1*402 

27430 

5385 

10223 

USSure 

20256 

15549 

20816 

-301 

4707 

-560 

373 

5640 

*724 

731 

3383 
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Money Market Rates of Interest 


Iprr cent per annum) 


fcgjtratted F riday* 

Instruments 


May 1995 


26(RP) 19 I2(RF) 


April 1995 


Much 1995 


28<RF) 21 14(RF) 7 3KRF) 24 I7(RFM» in 3(RF) 


Coll money rate (weekly 


weighted average) 

na 

1665 

12 76 

9 92 

Cali money rate (rangerweekly) 

2.00- 

15 50- 

11.50- 

8.5- 


22.00 

19.50 

19.00 

12 

Treasury Bills:- 

91-Day (On lap or ad hoc) 

4 60 

4.60 

460 

J 60 

91-Day (RBI auction) 

Primary 

12.07 

12.07 

12 07 

II 95 

Secondary: DFHI (nud-poou 

ol hid and offer) 

11.90 

II 90 

II 73 

11.55 

All SOL trading 

(weighted YTM) 


12.79 

12.52 

10.04 

364-Day (RBI auction) 

Primary 

12 52 

• 

12 50 

“ 

Secondary: DFHI (mid-point) 

II 00 

U IK) 

10.85 

10.70 

All SGL trading 

(weighted YTM) 

H.27 

12.86 

11.50 

10.99 

RBI Repo auctions (GOI securities) 

* 

« 

a 

■ 

State government loons 

(coupon rates) 

14 00 



- 

All SGL trading 

(weighted YTM) 

1066 

II 74 

II 64 

12 .34 

GOI Securities: Primary auctions 

13X0$ 

* 

* 

13 75 ' 

Secondary All SGL trading 

(weighted YTM) 

13 61 

13 62 

12 5K 

12 2.3 

PSU Bonds yield: 

Tax free: NSE (Haded, weighted) 

II 50 

II 7 .3 

1160 

II 72 

NSE (range-weekly) 

1094 

II 17- 

II 47- 

10 07- 


13 OK 

1244 

I2 5K 

II 63 

Taxable: NSE (traded, weighted) 

1741 

15 54 

15 53 

16 00 

NSE (Range.weekly) 

12 78- 
18.31 

14.30- 
15 60 

15.53 

13 20- 
1606 

Commercial BillsrDFHI 
(Rediscount rale) 

15.(8) 

1500 

14.50- 

1500 

14,50- 

1500 

• Other secondary 

(30WV90 doys) 

na 

na 

na 

na 

CP:Primary market (90 days) 

15 00 

14 25- 

14.25- 

14.25- 


1600 

15 00 

15.00 

15.00 

Secondary DFHI (dncoont reel 

1600 

Z6.00 

1600 

1600 

Secondary: mntket/NSE 

13 50 

14 73 

na 

na 

CDs Primory market (one year) 

14.00- 

14 00- 

14.00- 

14.00- 


15.00 

15.00 

15(8) 

1500 

Secondary DFHI (discount rase) 

15 00 

15 00 

1450- 
15 00 

14.50- 

15.00 

Inter-corporate deposits 

15 (8F 

15 00- 

15.00- 

15 00- 

130/90/180 days) 

20.5 

205 

20 5 

20.5 

UTM964 Units (Week-end 

secondary market price in rupees) 
Memorandum Items: 

17.80 

1780 

17 81 

17 73 

(i) Forward premia (weekly 
average) on the US dollar 
in inter bank market 
(per cent per annum) 

Spot/Cash 
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SURYA ROSHNI 

New Joint Venture 

FORMERLY Prafcash Tubes. Surya Roshni. 
the second largest lighting company in the 
country, after experiencing a fall in margins 
in the previous year has done well in 1993-94. 
Net sales were up by Rs 31.43 crore. operating 
profit by Rs 2.97 crore and net profit by 
Rs2-59 crore. Though depreciation and 
interest charges were higher, the effect was 
diluted by nil taxation for the year and 
rise in non-operating income. Exports were 
down by 25 per cent (Rs 64 lakh! for the 
year, while imports rose by 48 per cent 
(Rs 4.62 crore). An enhanced dividend of 
32 per cent was announced for the year as 
against 30 per cent in the previous year. 

Sales to total assets and sales to gross fi xed 
assets both fell during (he year. Return on 
investment has declined to 12 per cent. 10 
per cent and 9 per cent in (he past three 
years, respectively. Earning per share 
fluctuated at Rs 10. Rs 9 and Rs 10 for the 
same period. Gross saving to gross capital 
formation rose by 11 percentage points for 

1992- 93 and by 2 percentage points for 

1993- 94. Short-term bank borrowings rose 
by 11 percentage points and 15 percentage 
points for the same period, k.«w material 
consumption fluctuated at 58 per cent. 60 
per cent and 57 per cent in the past three 
years. Debt-equity ratio fell by 3 ]x;rcentage 
points for 1991 -92 and rose by 12 percentage 
points for 1993-94. Sundry creditors to 
current assets have declined to 23 per cent. 
16 percent and 14 per cent in the past three 
years, respectively. Thecompany announced 
a bonus issue in the ratio of 3:4 during the 
year. 

The steel division saw a competui ve market 
during the year. The division expanded its 
marketing network geographically and 
created brand equity. It also obtained sales 
tax exemption on cold rolled strips and larger 
diameter pipes for a period of seven years. 

The lighting division recorded good 
performance for the year, ft completed 
projects worth Rs 32 crore comprising H4 
auto halogen lamps at Malanpur and 
expansion in the capacities of GLS Lamps. 
GLS filament. FTL filament and tubular 
glass shells at Kashipur. Thecompany plans 
to invest Rs 300 crore in the next four to 
five yean. A joint venture company with 
Osram GmbH christened Otram Surya hat 
been set up to manufacture energy efficient 
and innovative lamps. The joint venture has 
undcitakenaprqject for compact fluorescent 
lamps. 

Research and development activities 
included development of a new process for 


fluorescent powder making which resulted 
in higher'productivity, implementation of 
single component instead of two component 
process and substitution of liquid N2 in 
place of dry N2. 

ICIM 

Lower Margins 

International Computers Indian Manufacture 
(ICIM). a major player in (he information 
technology industry and a leader in mid- 
range and mainframe computer systems, has 
experienced a fall in margins for the year 
1993-94. Though net sales rose by 10 per 
cent, operating profit and margins fell by 
167 per cent and 24 per cent, respectively. 
Nil taxation, rise in non-operating surplus 
and other income all helped in preventing 
margins from falling further. Exports were 
up by 20 per cent for the year and imports 
hy 6 per cent. 

Earnings per share have fallen steadily in 
the past three years. Remuneration to 
employees rose by 6 percentage points for 

1992- 93 and hy 2 percentage points lor 

1993- 94. Return tin investment fell from 4 
per cent in 1991-92 to 3 per cent in 1992-93 
and 2 per cent in 1993-94. Inventories to 
sales fell to 42 per cent, 37 per cent and 31 
per cent in the three years. Consumption 
of raw materials fluctuated at 82 per cent 
in 1991-92. 74 per cent in 1992-93 and 78 
per cent in 1993-94. Sales to total assets 
fell in these three years while sales to gross 
fixed assets rose in the same period. Short¬ 
term bank borrowings to inventories 
fluctuated at 65 per cent. 80 per cent and 
60 per cent for 1991-92. 1992-93 and 
1993-94. Debt-equity ratio fluctuated at 46 
per cent. 60 per cent and 33 per cent in the 
three years. Exports to sales were up by 
8 percentage points in 1992-93 and 
I percentage point in 1993-94. 

The combined revenues of ICIM urn) its 
wholly owned subsidiaries (International 
Computers India and ICIM International 
Inc USA) were Rs 1.44 crore as against 
Rs 1.08 crore in the previous year. Severe 
cuts in government expenditure coupled with 
continued global recession and increased 
competition from multi national companies 
with branded products put additional pressure 
on the prices of computer systems resulting 
in depressed margins. This depression in 
margins, according to the company, was 
covered by the 46 per cent growth in export 
performance. Exports now constitute 26 per 
cent of total turnover of ICIM and it* 
subsidiaries. Akmg with its wholly owned 
subsidiaries ICIM showed art increase of 97 
per cent in its software export business from 


Rs 14.7 crore to Rs 29 crore. thus placing 
it among the top live software exporters in 
(he country. It made successful entries into 
the software markets of Europe, west Asia 
and South-East Asia. During the yearii also 
successfully completed the projects it had 
received from Japan and Australia. The 
company continued to manufacture and 
export ‘Lincwriier’ printers to Genicom. 
USA. Genicom has now awarded a contract 
for manufacture and supply of two nets 
models of printers. With technical 
collaboration with Fujitsu. Japan. ICIM also 
started manufacture of heavy duty, high 
speed line primers which arc said to have 
been well received. 

The company maintained its position as 
the fourth largest computer company in the 
country. During ihe year it delivered thr 
first UNIX based Pyramid mainirainc 
syslcm in the country. In the field oi 
midrange and departmental Unix servers 
(he company ’ s desktops range of DR S 6t KKi 
were said to have been well received 
INTEL based DRS 30(X) systems also did 
well in the market. The company also tied 
up with Datacraft Asia in a joint venture 
christened ICIM Datacraft Asia for 
providing solutions in data communication 
networking. 

MODI XEROX 

Rise in Sales 

Indian copter leader Modi Xerox, with a 52 
per cent market share, has done well tor 
1993-94. Net sales were up by 32 per ceni 
(Rs 60.36crore). operating profits by 14 per 
cent (Rs 4.19 crore) and net profit by 26 per 
cent (Rs 3.12 crore). Margins would have 
been higher hut for the fall in other income 
and non-operating surplus and rise in taxation 
and depreciation charges. Exports were up 
by 39 per cent I Rs 2,46 crore). A dividend 
of 25 per cent was declared for the ycai 
Short-term bank borrowings fell drasticall) 
from 64 per ccni in 1992-93 to 12 per cent 
in 1993-94. Sales to total assets rose from 
153 per cent in 1992-93 to 157 per ccni 
in 1993-94 and sales to gross fixed assets 
rose to 273 per cent and 316 per cent fm 

the same period, Earning per share rose from 

Rs 6 in 1992-93 to Rs 7 hi 1993-94, No 
value added to value of production fell h)| 
5 percentage points while remuneration w 
employees rose by 2 percentage points. R»* 
materials consumed increased by * 
percentage points for 1993-94. Pro"< 
retained to profit after tax rose by 9 
percentage point*. Gross saving to gr*’« 
capital formation mac by 40 percent*** 
points for the year. 
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Financial Indicators __ Xerox__Lawrfe and Co 
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In 1993-94 the company introduced the 
Xerox MsyeitiK Series of colour copiers. 
In fax machines, it brought in the cost- 
effective plain paper technology and in the 
printer market it introduced inkjet 
technology. It also launched the value- 
engineered Modi Xerox S212 copier during 
the year. Copier placements exceeded the 
10,000 mark with a growth of 22 per cent. 
Fax business grew by 63 per cent for the 
year. Copier production increased by 23 
per cent over the previous year and toner 
capacity utilisation on a three-shift basis 
increased by 18 per cent. The company 
has developed a process lor selenium waste 
disposal and has filed a patent for the same. 
It also has the distinction of having launched 
(he first personal copier in the country. 

PFIZER 

New Products 

Pfizer India, a subsidiary of Pfizer Inc of 
(he US. has recorded good performance for 
the year 1993-94. Net sales were up by 
Rs 38.53 crore (26 per cent), operating 
profit by Rs 5.83 crore t29 per cent) and 
net profit by Rs 6.52 crore < 187 per cent) 
The effect of increase in luxation by Rs 34 
lakh and depreciation by Rs 23 lakh was 
nullified by the fall in interest charges by 
Rs 95 lakh. A dividend of 30 per cent was 
announced for the year. 

Debt-equity ratio fell by 16 percentage 
points for the year. Short term hank 
borrowings fell from 61 per cent in 

1992- 93 to 50 per cent in 1993-94. Both 
sales to total assets and safes to gross fixed 
assets rose for the year. Earning per share 
rose from Rs 2 in 1992-93 to Rs 8 in 

1993- 94. Return on investment rose by 7 
percentage points Remuneration in 
employees fell from 62 per cent in 
1992-93 to 54 per cent in 1993-94. 

The pharmaceuticals division did well 
with improvement in sales. During the 
year Ibecompany introduced 'Amlograd'. 
a new product of research prescribed for 
hypertension and angina Market shares 
of Becosules. Terramycin, Fasigyn and 
Corex were maintained, while Dolonex’s 
market share improved significantly in the 
anti-arthritic therapeutic class which is now 
available in capsules, dispersible (ablets, 
injection and gel. The company's health 
care and medical education division 
conducted video presentations to various 
groups. Its animal health products 
maintained their leadership in the market. 
The new product 'Coxistac' has been well 
accepted in the poultry industry and has 
become a market leader All the lour 
manufacturing units at Thane.Chandigarh. 
Kalyapi and Ankleshwar registered high 
production. The company Mild off its 
Kalyani unit to Torrent Pharma recently. 


It has also signed a co-marketing agreement. 
Pfizer plans to introduce new drugs which 
are in the pipeline, while Torrent will offer 
its extensive marketing network in the 
country. 

BALMER LAWRIE 

Capacity Expansion 

Balmer Lawric and Company, a subsidiary 
of the government-owned IBP, has shown 
mixed performance for the year 1993-94. 
Net sales were down by 16 percent (Rs 68.74 
crore). while operating profit was up by 7 
per cent (Rs 2.80 crore) and net profit by 
7 per cent (Rx 92 lakh). Other income and 
non-operating income were up by Rs 1.18 
crore and Rs 32 lakh, respectively, and 
unchanged taxation countered (he effect on 
margins of a nse in interest charges and 
depreciation by Rs I 66 crore and Rs 54 
lakh. A dividend of 2K per cent was declared 
for ihc year as against 26 per ccnl in the 
previous year. Both exports and imports 
were down for the year hy 41 per cent and 
49 per cent. 

Debt-equity ratio rose steadily at 89 per 
cere. 9| per cent and 97 pet cent lor 1991-92, 
1992-93 and 1993-94. respectively. Short¬ 
term bank borrowings fluctuated at 51 per 
cent. 85 per cent and 56 per cem for the 
same period. Sales to tolal asscis rose hy 8 
percentage points lor 1992-93 and fell h\ 
34 pciccntugc points for 1993-94 Sales lo 
gross fixed assets fell by 118 percentage 
points for I ‘>92-9 3 and n >se by 39 percentage 
points tor 1993-94. Consumption ol raw 
materials Icll hy 6 percentage points for Ihc 
year Net value added to value of production 
rose hy 4 percentage points while remu¬ 
neration lo employees tell by 5 percentage 
points lor 1992-93 and 2 percentage points 
lor 1993-94 

The company continued lo be the largest 
manufacturer of steel barrels tn India with 
a market share of over 7(1 per cent. The 
fall in the volume of sale is being attributed 
lo Ihc increase m competition ns a result 
of liberalisation. The LPG cylinder manu¬ 


facturing plant at Mathura, which hadbaen 
sustaining losses for several years, was 
disposed of in May 1994, The greases and 
lubricants activity of the company 
continued to perform well and also largely 
contributed to the increase in the company's 
profitability. In the synthetic and scmi- 
synthctic fat liquors industry the company 
has a market share of around 30 per cent. 
The leather chemical division is reported 
lo have recorded a record-breaking 
performance in terms of turnover and prof¬ 
it. To strengthen its technology base the 
company has entered into a tie-up and 
technical service agreement with the well 
known Spanish company. HispanoQuimtcu 
SA. The company has also started export 
of its leal her clivinicals to South-East Asian 
countries. The company is also settine up 
u 5.00(1 ipa commercial plant for the 
manufacture ol aluminium syntans In a 
hid to expand the product range in the area 
of speciality pcrlormanec chemicals, the 
company through research has succeeded 
in stabilising yield and other parameters 
for commercial production ol di-tertiars 
butyl paracrcsol. f or this the plant was 
commissioned and the separation 
technology was acquired from Sul/cr ol 
Switzerland With the marine trcighi 
market being buoyant, the company plans 
to enhance manufacturing capacity by 
setting up a plain in the EPZ at Madras with 
a capacity of 20.000 TKl Is per annum. Foi 
this a siatc-ol-the-ait plant is being built 
in technical collaboration with German 
Ict-lrans Tea export and trading suffered 
a set-back due to withdrawal ol USSR 
I rout the Indian market and also due to the 
rise in prices of Indian leas as compared 
lo prices ol Kenya and Sn t-unka teas 
The Travel Tours jnd Cargo division did 
well lor ihc vear The Corporate Planning 
and Projects division also did well tor the 
year 

Research and development activity . etc 
Incused on development of cnviiomnciii- 
Iricmily lubricants lor petroleum exploration 
and production industry. The technology 
is said to be ready for commercialisation 


; 

i For the Attention of Subscribers and 
Subscription Agencies Outside India 

h has come to our notice (hat a large number ol subscnjHmns lo the H/'W front outside 
the cuumry together with the subscription payments sent in supposed subscript kki agents 

i in Indue have nor been forwarded to us. 

We wish to point oul hi subscribers and subset) pi ion agencies outside India that all foreign 
subscriptions, together with ihc appropriate rviittitaiH.es. must he forwarded tu us und ncri 
lo unauthorised third panics in tndiu 

| We take no responsibility whatsoever in respect ul xuhscnpimns mu registered with us 

t 

j , MxNxia* 
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CIVIL LIBERTIES 


Police and Porn 

A GNoorani 


Police authorities in Maharashtra have urged the state government 
to empower them to confiscate ‘obscene material' directly, 
without first having to register an offence. But , surely . the better 
course is for the concerned government departments to expedite 
action on police reports rather than make policemen judges of 
pornography. 


POLICE authorities of Maharashtra arc 
reported iThe Times of India. March 2M 
to have urged the state government to 
empower them to confiscate periodicals 
and magazines which publish 'obscene 
materials' directly and without having first 
to register an offence. As of now a police 
officer is required first to register an offence 
against the editor, printer, publisher or the 
vendor, send a copy ol the offending 
publication to the general administration 
department (GAD) of the state government 
at the Mantralaya with the police rcpori. 
The CAD sends it to the law and judiciary 
department via the home department. The 
police receive the approval, alter a couple 
of months, to approach the courts and 
apply for seizure of copies of the matcn.il 
It now wants removal of these checks on 
the ground of despatch and seeks power 
to act instantly. 

That there is a problem must be conceded 
There is an extensive trade in porn In 
1994 about I.KOO obscene video trim 
cassettes and 40 video-recorders valued ai 
over Rs 10.5 lakh and books and journals 
worth Rs 1.2 lakh were seized und 20 colour 
TVs and 20 VCRs worth over Rs 4.50 lakh 
were 'confiscated'. One assumes that all this 
was done under court orders. 

Sections 3 and 6 of the Indecent 
Representation of Women (Prohibition) 
Act, 1986 are a latterday arrival in the 
statute book. For long section 292 of the 
Penal Code held away. It defines obscenity 
as material which is "lascivious or appeals 
to the prurient” or material the effect ol 
which "is such as to tend to deprave and 
corrupt persons who are likely, having 
regard to ail relevant circumstances, to 
read, see or hear the matter contained or 
embodied in it”. This provision has been 
the subject of judicial rulings galore. Tamil 
Nadu added an amendment for the state 
(S 292A) which punishes material which 
is “grossly indecent, or is scurrilous or 
intended for blackmail”. 

Are police officers to be endowed with 
the power to act on section 292 without any 


check and become its decisive interpreters 
at the tirst stage 1 ' As the law stands today, 
section 91 ol the Criminal Procedure Code 
empowers not only the court but “any officer 
in charge ot a police station” to issue a 
summons for the production til anything 
which is necessary or desirable for the 
purpose ol any investigation. (An offence 
under section 292. moreover, is cognisable 
and bailable. The police may arrest without 
a warrant.) It the person is not likely to 
produce the thing, the police can move the 
court lor a search warrant under sections 
93 and 94. It can thereafter enter the place 
and set/u the material. But the fate ot the 
material depends on the rcsuli of the 
prosecution. 

Section 95A empowers the state govern¬ 
ment to torl'cit literature which violates 


section 292 or. one should add. sections 
I53A or B of the Penal Code (promotion 
of communal ill-will). Section 96 provides 
lor an application to the high court to set 
aside the forfeiture. 

Surely the best course is for Mantralaya 
to expedite action on the police report 
rather than make policemen judges of 
pom. It should not be too difficult to act 
on cases of crass, palpable obscenity 
and authorise the police expeditiously to 
move the courts. But to allow the police 
to seize and "confiscate periodicals 
and magazines” on the ground of 
obscenity is to nsk violation of article 
19(1 Ha) ol the Constitution. The 
fundamental right to freedom of speech 
and expression can be restricted inter 
aha on the grounds of decency or 
morality', words (hat helg in construing 
section 292 of the Penal Code. Moreover, 
clause (2) to article 19 requires that the 
restrictions must be 'reasonable'. The 
Supreme Court has ruled that this applies 
as much to the procedural as it does to the 
substantive aspect ll is hard lo see how 
conferment ot power of confiscation as 
demanded by the police can be sustained 
constitutionally. 

Obviously, the police authorities have 
made no such demand in respect of journals 
which purvey communal hate. UkeSaam n a, 
for instance. 


—. — . . . ..... .i 

INDIAN ECONOMIC REVIEW 

Special Number in Memory of Sukhomoy Chakravarty 

Consisting of about 40 articles by reputed economists from India 
and abroad which include Jan Tinbergen, Lawrence Klein, Edmond 
Malinvaud, Nicholas Stem, Jere Behrman. Lance Taylor, Meghnad 
Desai, Irma Adelman, Ash ok Rudra, Kirit Parikh, Edwin Burmeister, 
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cheques payable in Delhi and to favour of "The Indian E conomi c 
Review’. Outstation cheques/drafts should include additional 
Rs. 25/- for collection. 
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COMMENTARY 


Muddled Thinking on Multilateralism 

PS M 


In an international context of crumbling multilateral arrangements, 
India needs a multiplicity of policy options and a diversity of 
prospective markets with which to integrate to optimise its economic 
performance. Neither of these conditions appears anywhere near being 
satisfied. 


FROM the Indian viewpoint, the Uruguay 
Round of trade negotiations was a saga of 
continuous compromises, rationalised by 
officialdom through a variety of defence 
stratagems. After all the matters of detail 
were exhausted, the arguments for the 
defence fell back upon a few very basic 
propositions - that India stood to lose 
rather than gain from staying outside the 
framework of a global trade treaty, that a 
few sacrifices of individual national interest 
were necessary to safeguard the collective 
good, that the compromises made would 
have no more than ephemeral impact, and 
that the benefits of the new world trading 
order would not be delayed in their 
manifestation. 

The arguments remained inconclusive. The 
country was presented with a fail accompli 
in April 1994. when the Marrakech conclave 
of world trade ministers put its imprimatur 
upon the final act of the Uruguay Round, 
and resolved to establish the World Trade 
Organisation as a super-bureaucracy that 
will enforce the rules of the game into the 
foreseeable future. 

The WTO duly came into existence with 
the dawn of 1995, Yet. six months into its 
tenure, its membership roster is riddled with 
the kind of ambiguity that the Marrakech 
conclave had wilfully set its face against. 
For its part, India is in default on a basic 
qualifying condition for membership of the 
body, with the parliamentary deadlock over 
amendments to the Patents Act remaining 
unresolved. 

The country can however take solace fram 
the fact that iu transgression of WTO rules 
is of a relatively minor order, since the world 
trade heavyweights who were responsible 
for the creation of the body have hardly 
shown any inclination to play by its rules. 
In recent months, long simmering trade 
frictions between the US and Japan have 
moved from the stage of threats to action 
and retaliation. And the discord has not 
remained confined to this most sensitive 
axis of worid trade. Other major economies 
such as Germany and China have also begun 
attracting American he - though as yet with 
considerably lesser degrees of severity. 


If ever there has been a conjuncture which 
challenges the orthodox assumption that free 
trade makes lor harmony and equilibrium, 
it clearly is today. Yet in a context that 
seems unmistakably to be rendering it 
obsolete, the main global multilateral bodies 
have decided to stick to this orthodoxy. The 
unpleasant consensus at the recent spring 
meeting of the IMF and the World Bank was 
that mi viable policy instrument could be 
found to bring the violent fluctuations of 
world currency parities within tolerable 
bounds. Faced with the complexities of the 
currency market, the mighty multilateral 
bodies which have at various times struck 
dread in the third world, see little option but 
to throw up (heir arms in despair, and reiterate 
well-worn nostrums on the desirability of 
fiscal discipline. 

The World Bank and the IMF confronted 
three key issues at their recent spring session. 
First, the free fall of the dollar against other 
major world currencies has accentuated the 
potential for disharmony >n world trade. 
Second, the crisis -in Mexico, with 
international investors pulling the plug on 
what was once touted us an emerging 
economic miracle, had ruthlessly highlighted 
the vulnerabilities of third world countries 
to sudden ebbs and flows of world capital. 
And finally, there wax (he long-pending 
issue of improving liquidity in the world 
economy through an issue of the IMF’s 
special drawing rights. 

On all three matters, consensus eluded the 
assembled finance officials from across the 
world. The dollar's swoon was rightly 
ascribed to the enviable current account 
deficit that the Us has been running for over 
a decadc-and-a-half. in licentious over-use 
of iu position as custodian of the world 
reserve currency. The US deficit has for long 
been a safe haven for world surpluses of 
capital to park themselves. An added 
incentive has been the position of the US 
as motor of the world economy, with the 
capacity to absorb imports on a scale that 
makes Ms welfare a vital delcrminam of 
economic well-being elsewhere. 

But the close identity of interests which 
sustained an appearance of harmony has 


been under growing strain. Through the 
years of the Reagan presidency, the fortunes 
of the world's major economies came to be 
closely conjoined. But in the Bush years, as 
the US slipped into recession. Japan and 
Germany remained buoyant. And when the 
US began to pick up at the tail-end of the 
Bush presidency, Japan and Germany began 
visibly to Hag. Now, when the American 
authorities are preoccupied with methods of 
engineerings soft landing’ for the economy 
that would rein in the danger of inflation, 
fears of u continuing slump have heightened 
in Germany and Japan. The unsynchmnised 
economic cycles in the major world 
economics today militate strongly against a 
global upturn of any substance. 

Policy co-ordination between the major 
economics, which through the 1980s had an 
appearance of efficacy, however deceptive, 
has now yielded to increasing contention. 
Interest rate fixation and market intervention 
operations hy monetary authorities are unco¬ 
ordinated in their conception and 
unpredictable in their results. In these 
conditions of growing instability, capital 
flows have shown a tendency to oscillate 
wildly about the globe, especially since 
residual entry barriers in third world markets 
have been removed under the goad of IMF 
World Bank style structural adjustment 
policies. 

The consequent instabilities are a matter 
of serious concern lor the US. since 
countries in its close neighbourhood 
such as Mexico - have been especially 
vulnerable. When faced with the Mexican 
crisis early (his year, the US set about its 
salvage operation with few efforts to even 
maintain an appearance of consultation with 
other economic powers. Since the volume 
of capital infusion required for the rescue 
effort wus of a magnitude that made it a 
matter of global concern. American 
unilateralism was not viewed with great 
sympathy elsewhere. 

As a sequel to this episode of discord, the 
US’s advocacy of a special IMF facility to 
deal with Mexico-type contingencies failed 
to win much favour at the spring meeting 
of the Bretton Woods twins. Germany m 
particular, made an argument - convincing 
in the circumstances - of the ‘moral hazard 
involved The accessibility of such a facility 
said Germany, would only be a licence for 
fiscal and monetary profligacy on the part 

of prospective beneficiaries. The greater need 

would be for ail countries to respect the 
traditional virtues of fiscal common sense 

The third worid had little option hut '<> 
remain passive observers as litis morality 
play in the worid of high finance evolved 
With some reservations, the US went akinf 
with the moralising posture in relation to 
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other coufltrie*. But when it came to its own 
fiicaJ - and derivative current account - 
deficit, the US turned the tables. The blame 
lay not so much within, it argued, as without. 
Denial of access for American manufacturers 
in major overseas markets was at the root 
of the current instabilities in the world 
economy. 

The friction with Japan has been a recurring 
feature of US trade diplomacy over the lust 
five years. But Germany’s addition to the 
list of unfarrtraders, for supposedly blocking 
the entry of American power generation 
equipment into that country, offers some 
novelty. Germany, of course, made lew 
concessions on this score, brusquely 
dismissing recent American complaints as 
a thin cover for its inability to attend to a 
deepening internal savings imbalance. 

But if the dispute with Germany is 
incipient, America's tensions with Japan 
seem rapidly to be spilling beyond the 
hounds of bilateral bargaining. Faced with 
the Japanese refusal to undertake quanti¬ 
tative commitments lor purchases ot 
American automobile components, the US 
imposed punitive duties of 100 per cent on 
(he import of certain Japanese car models 
into its market. The US imagined that its 
coercive diplomacy would, as hciorc. bring 
forth a compliant response. But the 
Japanese showed no sign of wanting to 
play along. By taking the matter to the 
WTO. Japan has confronted this newest 
component of the triad of multilateral bodies 
that oversee the global economy with Us first 
serious test. The US tor Us pan seems 
thoroughly befuddled by the tough Japanese 
response, as also the manifest lack ol 
sympathy shown by the European Union. 

The American sense ot frustration is 
palpable. It cannot nsk the deflation attendant 
on a curtailment of its fiscal deficit, without 
prior guarantees that the loss of domestic 
demand will be made good through increased 
overseas demand. The rapid erosion of its 
competitive strength in manufacturing 
impelled the US. all through ihc Uruguay 
Round, to stake out a succession ol claims 
on the services front. And despite all the 
concessions it won through the multilateral 
talks, the US remains vulnerable. This is 
pushing it towards risking all the manifestly 
asymmetric gains it garnered through the 
Uruguay Round in a final tesi of will with 
other countries. 

The recent A mcrican Muster oversteps the 
limits of even the highly qualified variety 
of multilateralism fashioned over successive 
rounds of GATT negotiations. And when 
confronted with the inevitable ad verse verdict 
from the WTO, the US would have to choose 
between upholding the authority ol the body 
that it had no smalt pan m creating, or 
wrecking it irretrievably. 

The month of June is decisive in that it 
will put the WTO dispute settlement 
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machinery to test for the first time. The 
mortha) so representsaseif-imposed deadline 
for the member nations to work out agreed 
nilesofliberalisation for the financial services 
sector. Following (his, the contentious issues 
ot environmental and labour standards would 
presumably he brought into the bargain. 
Third world nations, with India playing the 
spokesman's role that it abdicated during the 
Uruguay Round, have strongly opposed the 
introduction of these elements into the trade 
negotianons. Bui if Ihc experience of the 
past is any guide, then the US will use its 
broad identity ol interests on these issues 
with other industrialised countries, to force 
them onto the agenda. The US' i trade disputes 
with Japan today have an intractable character 
about (hem. Rut a possible diversion lor both 
could come from turning the heat on third 
world countries which allegedly fail lo respect 
the environmental and labour standards in 
force in the industrialised world. 

These would, however, seem to afford no 
more than transient retiet The fundamental 
asymmetries between the US and its main 
trading partners are too deeply imbedded 
to respond to any variety ol cosmetic 
surgery. Ami even d the overt agenda of 
world trade negotiations has been to 
strengthen ihe principles ol multilateralism, 
processes just beneath the surlace suggest 
that multilateralism is an idea whose time 
hjs passed. 

In ihc four years preceding the 
establishment of the WTO - in the decisive 
phase ot negotiations under the Uruguay 
Round - the trend towards formation of 
regional trading arrangements was 
considerably accelerated. A report prepared 
by the WTO secretariat has identified 33 
regional economic groupings - athirdul lhe 
total number lormcd since l94X-us 
creations of ihe period between 1990 and 
1994 

Regional preferential trading arrange¬ 
ments are an important exception to Ihe 
cardinal rule ol ihc WTO - that principles 
applied lo one member country should apply 
equally to others. Recent experience seems 
to indicate that the exception is likely soon 
to prove the rule. The virtues ot 
multilateralism were a major prop of the 
Indian government's defence against 
domestic critics all through the Urugujy 
Round. But in subsequent ellorts to gjtn 
entry into some of the more significant trade 
blocs, there is the uneasy realisation that 
multilateralism in today's context is 
irrelevant, and has perhaps given way to a 
form ol discriminatory regionalism. And as 
the US’s recent actions against Japan 
demonstrate, arbitrary bilateral pressures are 
another unavoidable pan ot today s world 
trade context. 

Indian officialdom has shown the ability 
fw self-mortification - m> well celebrated in 
western stereotypes about the country - in 
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its effort to hitch the country to some regional 
trade bloc. Soon after the North American 
Free Trade Area (NAFTA»was set up. India 
made a few overtures (or membership of that 
body. Shortly afterwards, trial balloons were 
floated about the country's prospects as a 
member of the Asia-Pacific Economic Co¬ 
operation Council (APEC). For obvious 
reasons, derived from the immutability ol 
geographical tacts, neither initiative won 
very much support from the other countries 
involved. Then followed a halt-hearted effort 
to obtain membership of the Association ol 
South-East Asian Nations (ASEAN t. which 
again proved infructuous. 

Since the accelerated process ol economic 
liberalisation began m the countiy in 1991. 
India’s economic fortunes have come to he 
closely joined with those of the US. This 
is partly a matter of design, but perhaps 
mainly fortuitous - since ihe US economy 
went into a cyclical upturn shortly alter the 
initiation ot India's reforms. Export 
performance commencing from the financial 
year 1993-94 has been one of the few bright 
spots in India's economic fortunes since the 
reforms started And an analysts of (he main 
export destinations since then shows, first, 
that the US in itself has been growing in 
importance as a market fur Indian 
mcrchandi >,\ and. second, (hat East Asia is 
a potential market only restrained by the 
fluctuations in regional economic fortunes. 

Of the total quantum ol India's export 
growth in 1993-94. the countries of the 
APEC lomm accounted for over 50 per cent. 
The share ot the L’S alone in the quantum 
of export growth was fractionally above 15 
per '-cm. The following year, the share ot 
the APEC countries lit aggregate remained 
steady, but ;.‘.al of the US went up to the 
region ot 30 per cent. 

Clearly, the US is tending to bulk larger 
in India's export basket since the imitation 
of the 1991 vconomic liberalisation process 
The preponderant influence of the US is 
reflected in olficial exchange rale policy. 
Despite the rapid erosion ot the dollar value 
against the Japanese yen in the last tour 
years, it has maintained its parity against the 
Indian rupee virtually unchanged. With the 
American market being the most important 
in the current conjuncture, the monetary 
authorities in India are disinclined to allow 
international currency chaos to intrude into 
the fortunes of its exporters. 

India's policy stance proved ream—My 
well attuned to the fluctuations of ecooomk 
fortunes in the first halt of the decade. 
Whether tt will continue to he vs, remains 
undear. In iconicxt ot autnbting muMmeral 
arrangements, the country would appear to 
need a multiplicity of policy options and a 
diversity of prospective markets with winch 
to integrate, to optimise its economic 
performance Neither of these comfcnoo* 
appear* anywhere near tvs— satisfied 





One-Sided Agreements for ‘Fast Track’ 
Power Projects 
Case of Spectrum’s PPA 

Kami an Srinivasan 

The Andhra Praiiesh Elecricity Board's agreement with Spectrum 
Power Generation illustrates once again how the agreements for the 
so-called fast track ’ power projects are weighted in favour of the 
foreign investors. In this instance, on an investment of Rs 956 million, 
the promoters should make in excess of Rs 300 million annually after 
their plant begins operations. 


THE Andhra Pradesh Stale Electricity 
Board's tAPSEB) Power Purchase Agree¬ 
ment (PPA) with Spectrum Power Generation 
(SPGL) on July 13. 1994 illustrates the 
returns available to investors in the seven 
’last-track' power projects. Like the others, 
the contract has been negotiated - not 
awarded though through any competitive 
process. And like them, (he return on equity 
is assured; the investors include manu¬ 
facturers of power plant equipment; there is 
no special incentive to minimise the cost. 

Though SPGS is hydrocarbon-fuelled, it 
is not a peaking plant as would have been 
more appropriate lor one based on a relatively 
scarce (compared to coal) imported fuel - 
but a base-load one. This reduces the flexi¬ 
bility available to the grid, and compels it to 
buy power from a relatively expensive pro¬ 
ducer- pushing op tariffs for ali consumers. 

Like Enron's Dabhol project (DPC) in 
Maharashtra. SPGL will set up a combined 
cycle gas turbine plant which can run on 
diesel or distillate. But its installed capacity 
will only be 208 MW - against DPC's 695 
MW. SPGL’s Project Information Memo¬ 
randum of April 1994 puts the capital cost 
at Rs 7.78 billion. That would amount to 
Rs 37.4 million a megawatt. Compare this 
to DPC’s Rs 43.5 million per MW - surely 
the latter should enjoy some economy of 
scale? Why is DPC so expensive - ' 

Project Cost and Financing 

The SPGL promoters will provide Rs956.9 
million of equity - toward a total project cost 


of Rs 7.780 million: 

fix in million 

Financing 
Total equity 

Project participants 41 per cent 956.9 

Foreign Financial Institutions 
(ADB/AFIOCDCK25 per cent) 583.5 

Public issue <34 per cent) 793.6 

2334.0 

_ Debt_ 

Rupee Loan PC Loan 

AIFts 840.0 2^72.0 

ADB/FMO - 2.334.0 

CDC/ECGD *40.0 4,606.0 

5.446.0 

7.7800 

Expenditure 

Land and she development 124.7 

Plant and machinery (EPC) 6164.6 

Other miscellaneous fixed assets 60.5 

Technical consultancy 108.1 


Preliminary expenses 

72.0 

Prr-operative expenses 

885.1 

Contingency 

248 3 

Capital cost 

7663.3 

Margin money tor working capital 

116.7 

Total 

7780 0 


Payments by the State Electricity Board 
will be guaranteed by the Andhra Pradesh 
government and counter-guaranteed by the 
government of India. The Power Purchase 
Agreement with APSEB also provides for 
an irrevocable letter of credit, as well as an 
escrow account to be opened by APSEB 
with its bankers. 

The plant will consist of three Westing- 
hi.use 251B11 gas turbine generators with 
three waste heat recovery boilers and one 
steam turbine generator. Rolls-Royce Piwcr 
Generation Systems, the turnkey engineering, 
procurement and construction contractor, 
will guarantee the cost, performance and 
scheduled completion of the project against 
liquidated damages. The plant is meant to 
be commissioned in 26 months from closing 
of financing and commencement of the EPC 
contract in mid-94 The stipulated unit heal 
rate is 2.900 kilocalories a kilowatt hour for 
combined cycle operation. 

The Indian government has allocated0.75 
million cubic metres per day of natural gas 
from (he Krishna-Godavan basin and a Fuel 
Supply Agreement has been signed with 
GAIL. The supply of gas is to begin on July 
16, 1995 or earlier and will continue (ill 
December 31. 2007. SPGL has obtained an 
assurance of liquid naphtha from HPCL’s 
Vizag Refinery as intcrim/standby fud. 

On an investment by the promoters of Rs 
956 million, they should make in excess of 
Rs 300 million every year after their plant 
begins operation. * 

The two-part tariff is composed of a fixed 
chjrouand a variable charge. It comprises 
themftfest on debt and principal; the return 
on equity; interest on working capital; 
depreciimn; operation and maintenance 
expenses; taxes, and insurance. A 16 per 
cent return on equity it assured at a plant 
load factor of 68.5 per cent - and generous 
bonuses ensure that around 30 percent ROE 
will be available. 

The Power Purchase Agreement tells us 
that "the variable charge component of the 
tariff (comprising costs of gas) will be 
determined as follows: 


(I) Heat Rate ■ h kilo cal/kwh: (2)<5CV 
ofgax(bare)*gkiloeat/cubicmetre;{3> Base 
cost of gas at gas metering point of the 
Project = C (Rs) per 1,000 cubic metres; 
(4) Auxiliary Consumption, A per cent or 
gross generation; (5) Bale Variable Charge 
component of Tariff of Energy Unit deli¬ 
vered * Uo = (KHiCVg( IOO-A)Patse/kwh..." 

The government of India guidelines tor 
‘fast-track' power projects have been 
adopted. Bonuses begin at a plant load faciot 
of 68.5 per cent; up to 80.5 per cent, there 
is a 0.4 per cent increase in the return assured 
for every 1 per cent increase in the PLF. Ai 
levels of production above that, there is a 
0.5 per cent increase in ROE for every I per 
cent. And above 85.5 percent the return rises 
to 0.6 per cent lor every I per cent rise (for 
the entire portion above 68.5 per cent). 

Spectrum will be paid on the basis of rht 
power it otfers to generate - whether or noi 
the hoard has requirement ot that povser 
This will include what is termed deemed 
generation. "Deemed Generation shall 
mean..the quantum of energy which the 
company was in a position to generate ..hut 
did not generate, as a direct result ot: 

(a) any direction in writing issued by the 
hoard... 

(b) any failure on the pari of the hoard to 
purchase energy... 

(c) any emergencies in the grid of the hoard... 
Id) any non-supply or short-supply ol gas 

and alternate lucl by the supplier, 
beyond the reasonable control ot the 
company... 

(e) any political force majeure event.. 

(0 instability associated with low voltage 
or frequency on the board's system " 
Should the board seek to terminate the 
contract, the company has six months to 
"cilhcr la) cure the company event of default 
which gave rise to the termination notice . 
or (b) transfer, sell and/or assign the project 
to the hoard, the lenders or any third parti 
purchaser..." 

The agreement has spelled out the 
circumstances under which SPGL can compel 
the hoard to buy out this plant; or the hoard 
can compel SPGL to sell: 

"(a) The occurrence of any event of force 
majeure; (b) Any change in law restricting 
the company’s ability to convert rupees min 
foreign currency or remit fund* in foreign 
currency outside India; (c) Any failure b> 
the board, (he scheduled bank...and thcGAP 
or GOL .lo pay any amount* owing lo the 
company under this agreement... (d) The 
winding up of the company." 

Should ihc company require the board m 
buy out the plant: 

“the buyout price will be the greater ol 
(t) The fair market value of the project, on 
the date of the buyout event, and (ii> An 
amount equal to the sum of all outstanding 
debt and other obligations of the compa") 

to the lender* under the Financing Document' 

(including any pre-payment penalties »r 
rebates a* required in the Financing 
Documents) and the equity invested" 

And should (he board demand that 
company tell the plant: "the buyout pm* 
shall be an amount equal to the sum ol all 
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: outstanding debt and other obligations 
' the company to the lenders under the 
inancing Documents) and the equity 
vested" 

What Haptens to Consumers? 

The National Working Group on Power 
proposed of two former members of the 
lanning Commission, a former finance 
icretary to the government of India, three 
irmcf chairmen of the Central Electricity 
uthority and two former chairmen of state 
ectricity boards) has studied the impact o) 
1 these six new projects - promoted by 
nron (Phase 1 only). Cogcmrix. AES. ST 
jwer. Spectrum, GVK, and the Hindujas 
- on the boards of the states in they will 
; commissioned. Their conclusion is (hat 
e annual outilow from the SEBs to these 
impanies will be of the order ol Rs 56 
llion. If tariffs are not increased beyond 
irrent levels, then the additional losses will 
: of the order of Rs 3? billion 
About 50 per cent of the revenue of boards 


ASHIPOR block ol Orissa is one ol the 
wrest regions in lire country where deaths 
te to malnutrition and disease frequently 
:eut. This underdevelopment has prompted 
inds to tlow into the region through \ annus 
:partmenu. programmes and projects 
nfortunutcly. only a small percentage ol 
is has actually gone inlodcvelopmcnt. The 
rvemment of Orissa, has now opened the 
gion to private sector investment in bauxite 
ining and processing. Thehills ol Kashipur 
.vc very rich deposits of bauxite: land and 
hour value in the region is cheap, water 
available in plenty from numerous 
irennial streams, and the transport and 
immumcation inlrasiructurc is wcll- 
weloped. A railway link between the mining 
a and Visakhapatnanr. the closest sea 
in. has been constructed, and all weather 
ads providing communication to all the 
:as being prospected arc coming up. 
How does such industrial activity bcnclit 
; people of the area, who are primarily a 
want community: what would be the 
.tact on the natural resource base which 
the prime source of sustenance tor most 
hal groups in this state? What has been 
J experience of people around bauxite 
ojecta in other pan* of the state? Two 
ivale sector companies, have started 
expecting and testing in Kashipur block 
Rayagada district and in the bordering 
caftofThuvnuirampur block in Kaluhandi 
Hrict On one tide of this region, the lUkal 
urnina International Company, a cort- 
nnxn of Indian Aluminium Company 


such as Andhra (where Spectrum »located) 
will go to pay for this very small number 
of new projects, leaving them with limited 
resources to maintain their own generation. 
In order to avoid losses, the SEBs will 
have to raise tariffs; and subsidise these 
new power projects with that increased 
revenue. According to the working group 
on power, the SEBs’ subsidy would be 
more than a rupee for every unit til power 
supplied to the consumer - a total subsidy 
tor these six projects of the order of 
Rs 28 billion. 

In the case ol Andhra, the group on 
power projects found that the additon of 
1.443 MW by Spectrum. GVK and the 
Hindujas will result in a loss to (he board 
ol Rs 14 61 billion at current tariff levels - 
or Rs 13.36 billion if a more realistic 
tarifl building in a 3 per cent rate of return 
(ROR) were stipulated. If APSEB is to 
avoid a loss, its average tariff will have to 
rise by at least 29.23 per cent - over the 3 
per cent ROR. 


1 1NDAL). T ATa and Hydro-Alumimum of 
Norway, plans to build an alumina refinery 
tn Kuchcip.id.ir panchayat of Kashipurblock 
The initial estimated investment is Rs 2,400 
crorc. The bauxite ore will be transported 
via conveyor belt from the Baphla Mali 
plateau, about 14 km away. This plant, 
initially of one million met nc tonnes capacity, 
is in he subsequently expanded to ihrec 
million melnc tonnes capacity Larsen and 
Tuubro. in collaborulion with ALCOA of 
America, planning an initial investment of 
Rs 1,50(lcrore, proposes to have its refinery 
in Kalyunsinghpur in Rayagada district 
processing bauxite from Kutrungmali plateau 
in the bordering Kaiahandi district. Various 
other areas like Stjtmali are also being 
prospected. Both the L and T and INDAL 
units are 100 per cent export-oriented. Over 
the last three years these tribal hinterlands 
have seen strangers speaking various alien 
longues perusing endless questionnaires, 
gathering all kinds of information, setting 
up drilling rigs and other machinery, and 
taking soil ami water samples, People arc 
told that the area is going to be mined for 
bauxite, factories arc going to be set up and 
that (hey will have to leave. Little else has 
been made clear to them. 

This has upset the normally easy-going 
tribal people of the region who have taken 
to resistance in various forms. Their first 
attempt in Kuduapadar village was to dig 
a ditch across the road to stop the traffic. 
Spontaneous protests foam people of the 
same village hes resulted m machinery jjctng 


damaged. But the entire block is under siege, 
and mother areas too the people ha vc become 
suspicious and weary of the constant intrusion 
into their lives by strangers and alien 
technology. In Sunger panchayat. through 
which pass (he roads to areas being prospected 
by L and T, the people of Sunger G P and 
Kcrpai and Nakarundi G Ps of Thuamul- 
rampur block gathered on February 17 to 
launch a protest. Demanding that they be 
informed fully of the project planned and 
its consequences for them, the people have 
blocked all routes to the mining siiesbll their 
demands are met. Despite repeated entreaties 
by various officials and elected representa¬ 
tives. including the district collector and the 
local MLA. they refused to budge unless 
their demands are met. 

Perhaps it was this that inspired them or 
perhaps they were driven by fear of the 
uncertain future that such intrusions 
threatened, hut the people in and around 
Kuchcipadar once again took to protest 
action. They stopped the survey work going 
on in the village of Ramibeda. When some 
of them were arrested and taken to the police 
station at Tikin. more than a 1.000 women 
and men gathered outside the police station 
and refused to leave till the arrested people 
were released. The companies are losing 
Iitne and money and the government is 
hardput to honour its commitment to them. 
The investment is heavy, to the tune of Rs 
5.000 crorc ai i scry conservative estimate, 
and precious daysMip by. bringing the typical 
heavy monsoons ot the region ever closet 
and increasing the prospect of the companies 
losing a whole season. 

In an attempt to consolidate their efforts 
to protect their land and their resources, 
people in „nd around ihe villages of Sunger 
ponch.ivat have organised the Anchaltka 
SurakshuPanshad The demand of the people 
is primarily In iniormaton as they have 
detaiUJ in a Iciici to the tahsildar' of 
Kashipur: 

"We have heard ihat an investment of 
Rs 5.000 crorc tor two alumina plants m and 
around the Kashipur block of Rayagada 
district is hemp planned The people of 
Kashipur block should he (old all (he details 
of these projects, and clearly and ttt no 
uncertain terms what is to he the effect of 
these projects, and the mining. on our lives 
and on the natural resource hose of the area: 

- What arc the terms and conditions agreed 
upon between the companies and ike 
government tor the setting up ot these 
projects. 

- Our nghts as the native inhabitants of this 
region to our land, forests and homes are 
being snatched away from us. as we arc 
threatened with eviction with no options 
offered What ts the government's response 
to this? 

- What are the benefits to the people of 
Kashipur block of Rayagada district, and 
Thuamutrampur block of Kaiahandi dtsmet. 
from this mining and industrial activity 1-r ‘ 

The proposed projects tor mining and 
processing of hauxite are 100 per cent export - 
oriented units along the border areas ot 
Rayagada and Kaiahandi districts, which 
have a large tribal population. The region's 

I2SI 
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)evelopment or Destruction? 
tew Mining Projects in Orissa 

idhya Das 

he two large export-oriented bauxite mining and aluminium projects 
titling up in the tribal areas of Orissa, have sparked off widespread 
'ofest from the locul population. 







fragile ecosystem has been, rendered more 
vulnerable by extensive deforestation. Here 
the tribal people (orthe others lor that matter) 
are not permuted to own privately major 
portions of the land as it has high gradients, 
on the grounds of ecological instability and 
environmental protection. 

The new projects envisage mining of ore 
from the plateau tops in these areas through 
opencast mining. On just one plateau. Baphla 
Mali, the bauxite bearing area is estimated 
to be about 10 sq km. The mined and crushed 
ore will be transported via a conveyor belt 
system to the alumina factories. It is estimated 
that at least another 1.500 ha of land would 
be required for the factory, the red mud 
(bauxite residue) ponds, the ash pond (from 
the captive power plant), the township, and 
the conveyor belt corridor for each unit. 

Quite apart from the wretclied tribal people 
who arc fated to make way tor these high 
profile plans, what happens to the 
surrounding area? In bauxite mining, a 10 
km radius is considered the impact area. In 
this region, though the people will not be 
directly displaced, their land and resources 
for livelihood will be adversely affected due 
to pollution. The ore extraction process tor 
bauxite produces huge quantities of dust. 
The subsequent operations of transportation, 
grinding and granulimairir sorting will add 
to the atmospheric pollution. The water run¬ 
off from the ore pile carries toxic substances 
that are likely to mix in the surface and 
ground water. 

An even greater source of pollution, 
however, would be the red mud sludge which 
is the waste product of bauxite processing. 
Every tonne of alumina produced will give 
rise to at least seven tonnes of waste. An 
area of 250 ha is being taken up for the dis¬ 
posal of this waste which would be pumped 
into red mud ponds which will contaminate 
the ground and surface water. Once these 
ponds fill up, other sites would have to be 
found causing the loss of more and more 
productive land. The contamination from 
the 1NDAL plant via the Golagad tributary 
eventually cause pollution in the (ndravati 
river valley' affecting numerous tribal hamlets 
located along this waterway. The con¬ 
tamination from the L and T project is 
similarly likely to feed into Nagavalli river 
The ill-effects ol such projects arc already 
apparent in other areas of the state. InAngul. 
the National Aluminium Corporation 
(NALCO) plant has made the Nandira and 
the Brahmani rivers unusable by man or 
beast. The ground water has also been 
severely contaminated. Potable water is trans¬ 
ported to these areas by trucks and tankers, 
but the livestock suffers painful symptoms 
including loss of teeth and ultimately death 
from drinking the polluted waters. 

The undivided Koraput district has long 
suffered froht highly skewed development 
which has paid scarce attention to the native 
tribal groups. In the Upper Indravati multi¬ 
purpose dam project which is leu than 50 
km away from the proposed JNDAL mining 
site in Baphla Malt, people from 65 villages 
have been forced to evacuate. The ounces 
ate still struggling with various problems in 
their new settlements; no details exist of 


where many families have gone. Some who 
have come into Kashlpur block, will now 
have to move again to make way for the 
alumina refineries. Around the NALCO 
project in Damanjodi. the blastings of the 
mining demolished or severely affected 
rehabilitation-housing located around 7 km 
from the mining site. Several streams around 
NALCO have either died or changed their 
course owing to disturbance in and around 
the water table caused by the blastings. 
Projects like these seem to be selling the 
resources and the lives ol the people lo 
corporate interests, and in the process making 
refugees of the original inhabitants. 

Perhaps it is the pain of this destruction 
that the government wants to hide from its 
own people, and that is why it is reluctant 
to answer (he questions of the Anchalika 
Surak.sha Panshad. The companies have 
dismissed (he people's protests as sporadic 
instigations by vested interests and local 
voluntary organisations. A lot of money 
seems to he exchanging hands, and local 
people' s represented vcs. who were once with 
the people in their quest, have subsequently 
changed their stand. The local media also 
seems to have forsaken the people indicating 
that resistance of the people is a non-issue. 
Press statements are being made that the 
impact of the mtntngand processing activities 
would be minimal, the displacement limited 
to just 100 families from four villages. No 
mention is made, however, of the waterways 
that would be affected, the land around the 
mining sites, or even of the area required 
for waste disposal 

This may go under the garbofdevelopment. 
but the destruction of people's livelihoods 
and the degradation of the environment 
causing the breakdown of fragile ecosystems 
should make one pause to ponder whether 
this development is not more violent than 
many a war. In their'own country, the 
Americans have established themselves on 


a history of genocide; rtow companies Ron 
the US and Europe are Invited to cotxiMM 
this violent means of grabbing land an 
wealth in our tribal hinteriands. In colluxior 
with these interests, the government is tumin 
against its own people. Mineral extract!or 
is one of the most environmentally 
destructive processes. Andeven less attemior 
is paid to the people who have been over the 
ages subsisting on these environments 
resources. To quote from Clive Pointing'.' 
A Green History of the Earth: 

The massive increase in mining operation! 
to produce metals on (the scale required it 
the 20th century], has inevitably made i 
major and highly visible impact on itu 
environment. About 70per cent oflhe world's 
ore is obtained by the most environmental! j 
damaging of nil methods—open cast mining 
This keeps costs down but it involves the 
digging of vast pits or the removal of whoh 
mountain tops, the destruction of topsoil one 
the creation of large amounts of waste. Thu 
waste. ..can cause rivers to si It up. and valley 
to be filled in, it is often tcxic and therclorc 
creates an uncultivahle desert... leaches inn 
water courses and poisons them The history 
of mining has been characterised bj 
exploitation of the richest and easiest seams 
and then moving operations on to new areas 
once these were worked out. 

IfK were energy lor national consumption 
that was being produced, then at least one 
might say that this is in '.he national interest 
But the projects under consideration here art: 
100 per cent export-oriented. targeted only 
to Iced corporate interests in Europe and 
North America. Needless to say. ALCOA 
is one of the largest and oldest aluminium 
companies with foreign operation! 
throughout the world. Established in 1907 
the company has had to face u series of law 
suits against its monopolistic and restrictive 
trade practices. How does the government 
justify driving its own people away to make 
way for these. neo-colonisers ? 
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Kultikri: West Bengal’s Only All-Women 
Gram Panchayat 

Ashim Mnkhopadhyay 

West Bengal's first all-women gram partchayat in Kultikri has 
performed well in spite of the many problems it faces. 


KULTIKRI is one among the many obscure, 
insignificant villages in the tribal-dominated 
Jhargram sub-division of Midnapore 
district. Situated on the metal road bet ween 
Belda. a brisk commercial centre, and 
Jhargram along which a few private buses 
ply between sunrise and sunset. Kultikri 
had nothing specially ot which its 
inhabitants could be proud. Days were dull 
with typical primitive agricultural activities 
on hostile undulated fields, partly inicrrupted 
by Monday's weekly ‘haaf And the nights 
were long and totally dark. 

All this changed when it was made the 
seat of West Bengal's first (and till date 
only) all-women gram panchayat. Except 
for the employees, all ot its 13 members, 
including the pradhan and the upa-piadhan. 
are women, elected to power in the 1993 
panchayat poll. 

Kultikri is however, not the country ’s first 
all-women gram panchayat. Experiments in 
this direction started early in the l9K0s in 
Maharashtra with Manje Rai panchayat at 
Indapur tehsil. Following Maje Rai’s 
success, several other all-woman panchayats 
were set up in that state. Among them is the 
one in Raiegaon Shindt in Ahmcdnagar 
district which has shown how women can 
effect social change in a village. 

The emergence ol Kultikri is no less 
dramatic as it adds a new dimension to the 
democratic decentralisation of power at the 
grass roots level in the state. Moreover, it 
also strengthens, at least theoretically, the 
very purpose of the 73rd Amendment, that 
is, political empowerment of rural women. 
Kultikri is one of 10 gram panchayats under 
Sankrail block in Jhargram sub-division. It 
is composed of 26 'maujas'. of which two 
are depopulated. The total population is 
7,685. The break-up of the population is 
shown in the table. Muslims are numerically 
the smallest community .concentrated mamly 
in the Bahgeru mauja. There are 1,854 
illiterates and 397 people are reckoned to 
be living below the poverty line. There are 
eight primary schools, a high school (for 
girls only) and a higher secondary (co¬ 
educational) school in the panchayat area. 
At a part of the 1990 districtwise literacy 
campaign 24 post-literacy centres have been 
opened. There is no college in the locality, 
and (tudemt who past the higher secondary 
examination go to Betda or elsewhere. The 


village hasapostoffice, a telephone exchange 
and a subsidiary health centre. There is no 
railway, station nearby and the inhabitants 
depend mainly on private services, 
uncomfortable, hopelessly inadequate and 
usually cease to operate after sunset leaving 
passengers at the mercy of passing lorries 
or trucks. Though there is an MBBS doctor 
at the health centre, lack of necessary 
equipment and medicine has always been a 
problem Not onlv in Kultikri but also all 
over Sankrail block, quacks and untrained 
midwives dominate the scene. 

Wiichcratt. though denied by the 
panchayat members and political leaders, is 
still prevalent On September 19.1994 when 
I visited lhe local higher secondary school, 
one oi the girl students in class IX. a tribal 
trom lotudaha. reported in ihe presence of 
(he headmaster that there was a witch at her 
village, known to her parents, and soon. The 
headmaster said that even at Kultikri. close 
to the school, (here was an old woman whom 
local people suspect to be a witch although 
he himself did not find anything abnormal 
about her. 

The total geographical area of Kultikri 
gram panchayat is 5.549.45 acres; the toial 
cultivable area, 3,701 acres; forests. 142 
hectares. More than half the peasants are 
agricultural labourers ol farm-hands. The 
main crop is aman paddy, though recently 
five per cent of the agricultural land has been 
brought under bodo cultivation. Other crops 
arc mustard, 'til' and melon. Basket and 
rope-making (from ‘habui’ grass) are two 
important subsidiary sources of income for 
the locals, besides the manufacture of 'chira' 
and ’mun’. two traditional Bengali snacks. 
There are a few banks, trading centres and 
shops on both sides of the Kultikri bus stop, 
whose fate is linked to the local agro-economy 
and Monday's weekly hut. 

Of the 13 panchayat members, nine are 
less than 28 years old. The youngest Is 19, 
one is in her 30s and only two are over 40. 
There are seven scheduled tribe members 
and two scheduled castes. Seven m enften 
there are unmarried and six married. Of the 
married, three have been deserted by their 
husbands. In regard to educational 
qualifications, only one is at the 
undergraduate level, two have patted die 
higher secondary examination and ttiraa 
have crossed the secondary level. Six have 


rad between class VI and class X. and four 
are just literate. In regard to occupation, 
eight are farm-hands, one is a dress-maker, 
one works as a cook and one as a primary 
school teacher, one is a housewife and one 
still a student. As pradhan, Rebati Das 
receive* a monthly allowance of Rs 500 and 
Tapati Singh, the upa-pratfiian, Rs400. Shakti 
Rana earns more than the two as a school 
teacher. Sandhya Poira earns Rs 200 per 
month as a hostel cook. Repe Murmu has 
recently managed to get a petty job at a 
children’s welfare centre at Patashol village 
and earns Rs 150 per month. Each member 
is given a meagre travelling allowance of 
Rs 20 a month by the government, while 
their actual expenses are much higher. 

Kultikri is a predominantly thought-prone, 
mono-crop area where scheduled castes and 
tribes form more than half of the total 
population. 

More than SO per cent of the peasants toil 
on the land. All 13 panchayat members 
belong to peasant families and eight are 
farm-hands. Four of the members' 
households still depend on agriculture. 
Rebati, though a tailor, also hails from a 
peasant family and her clients are mostly 
local peasants. Her late lather switched over 
from land to transport operation to secure 
a belter living. The local leadership of the 
CPJ(M). wnich chose these 13 women as 
their candidates for the 1993 panchayat 
poll, had obviously kept in mind (he agri¬ 
cultural profile of Kultikri - dial it is a 
predominantly scheduled tribe and 
scheduled caste society in which most of 
the people are landless and eke out a 
miserable existence by serving as farm¬ 
hands. II they are to be brought closer to 
the panchayr raj mst.rations and made to 
participate in the rebuilding of the local 
panchayat. they should have a greater 
representation in the body. For these reasons 
they nominated seven scheduled tribe and 
two scheduled caste female farm-hands for 
the 1993 panchayat poll. 

These nine members, alert, articulate, 
inquisitive and determined, do not have any 
significant academic background. Except 
for two. they do not have much political 
experience and none had ever served is any 
panchayat. The same is true with the four 
caste Hindu members. In the 18th century. 
Kultikri and adjaemi aim formed pan of 
the then Dwipakearchan pragma and mod 
to be governed by feudal ktrda. subordinate 
to the king of Nayagram in the Jhargram 
sub-division. It is bettered that the Stnch 
dynasty of Nayagram whs founded 
sometime before 1490 AD, The feudal 
heads became powerful with dm gradual 
disintegration of the Nayagram kingdom. 
a n d t owar d s the end of the c en tur y Pridtvwnj 
Siagh set up hu own nmindari at Kultikri. 
Though a debauch and drunkard, he was 
not too unfriendly towards lut subjects and 


fconemic and Political Weekly 


June 3, 1995 


1283 


J 



was a patron of folk songs and dramas. His 
extravagant life-style put the zamindari 
into doldrums, and following his death it 
passed into the House of Wards. The East 
India Company opened a charitable 
dispensary and a primary school in the 
locality. Prithviraj had an only child, a 
daughter who after his death was married 
off to Vasant Singh, son of a police official. 
Vasant and his son. iswar. were two typical 
tyrants: they 'often looted the peasants' 
houses, raped the women and set (heir 
belongings afire. Iswar 1 s wife deserted him 
and went to Midnapore Ssdar and never 
returned to Kultikn. Is war's only daughter 
committed suicide. His two sons. Prodyol 
and Prabhat. tailed to recover the 
magnificence of the zamindari and earned 
on the notorious ways of the family. In the 
early 1950s, when the Zamindari Abolition 
Act was passed, the Singhs lost their hold 
over Kultikn. Their descendants are now 
said to be living at the distnet town. The 
remnantsofthe Singhs' palace aresttll visible. 
Situated close to the daily market, (he 
buildings, most of which are tn ruins, stand 
as. a mute witness (o a history of prosperity 
and tyranny. 

Though the people of the present 
generation are.mostly unaware of (his past, 
the stories of the misdeeds of the rajas still 
circulate especially those ot rape, arson and 
murder, the brunt of which was borne by 
the womenfolk. Memories of atrocities on 
their grandmothers perhaps still torment 
the women of the village making them 
restless for quick change. It should he 
noted that Vasant Singh and his descendants 
opposed the expansion of education and 
some of their subjects had to set up a 
primary school in the jungles. Prabhat Singh 
opposed the foundation of a college. Those 
who proposed to set up an all-women gram 
panchayat might have thought that in view 
ofKultikri’s prevailing situation - atypical 
rural setting with farm-hands forming the 
bulk of the population, whose ancestors 
underwent more than 200 years of feudal 
repression - women, who had suffered the 
most, if given a chance, are most likely to 
turn a nasty past upside down and hnng in 
changes for a better future. Another factor 
according to Badal Rana. an influential 
member of the CPI(M) local committee and 
one of the chief architects of the present 
gram panchayat is that six out of 13 scats 
\cre reserved for females, who also 
outnumbered males in eight out of 24 
maojas. These two factors together with 
the consistently satisfactory performance 
of women during literacy campaigns 
inspired the parly to form an exclusively 
women gram panchayat at Kultikn. 

This apart, the party itself wanted to 
come closer to the middle class women. As 
Rana pub it "Women have to wage two 
battles at a time, one inside the family and 


the other outside, wittj the situation 
prevailing. The upper class or lower class 
girls are comparatively free of the mental 
conflicts that are quite prominent among 
the middle class ones. Numerically these 
middle class women form quite a big force 
and the party was keen on carrying its 
messages to them. It was realised that only 
an exclusively women's body con fulfil the 
task. So it was decided to set up an all¬ 
women gram panchayat." 

Another explanation for the formation ol 
an all-women gram panchayat wus provided 
by Arjun Singh who was upu-prudhun in the 
same panchayat during the 1983-88 term. 
He said: “Kultikri is a backward region and 
its women are more backward than the 
males. They have been deprived of many 
things. They are dented education, justice, 
equal treatment. They arc not recognised 
as complete humun beings. So it wus 
thought that if given a chance, they may 
try to undo (he wrongs done so long to 
them. This will definitely benefit society." 

Performance <*- Gram Panchayat 

From August 199?toMarch 1995. Kultikri 
has received Rs 3.25.068 from Jawahar 
Rojgar Yojana: Rs 63.500 Irom Indira 
Abashan Yojana: Rs 90.000 from the 
Employment Assurance Scheme ifor setting 
up orchards): Rs 80.000 from the 
Employment Assurance Scheme (lor two 
primary schools): and Rs 1.36.000 from the 
Million Well Scheme (for excavation of 31 
ponds and prawn culture) This apart. Hie 
Sail krai I panchayat sannli has spent 
Rs 2.87 .(XX) so far for various development 
works in (he panchayat area. 

There are 13 big and small ponds in the 
panchayat area, of which five were leased 
out by the lormer hoard. The present all- 
women body has given the remaining eight 
on lease for pisciculture against a sum ol 
Rs 5.600 per annum. Thirty-one new ponds 
have been excavated and prawn culture 
introduced with the expectation ol 
improving the financial position ot tribals 
in the concerned villages, Till August 1994, 
53 people were given IRDP loans The 
DWCR A scheme, though introduced m I WO. 
did not make much headway. However, the 
present gram panchayat authorities have 
sci up a basket manufacturing centre at 
Phulbani with 20 members. A loan ol 
Rs 15.200 have been received so fur. 
Orchards were created on 28 acres of land, 
private and fkiblic. Other targets and 
achievements arc as follows: sinking of new 
(ubeweils: targct-24, achievement-16: new 
post-literacy centres: target-16, achievement' 
10; road repair: target-18 km. achievement- 
It) km: construction of small bridges and 
culverts: target-10. achtevemcm-3; repair of 
primary schools: target-8, achievement-4. 
construction ot hew houses tor needy persons 


under Indira Ahashan Yojana: target-10. 
achicvemcm-5. The panchayat has created 
about 3.900 man-days and benefited 
about 465 people through soil conservation 
work and excavution ol two big tanks at 
Turadiha and Chhebiliu. The panchayat 
has helped the local higher secondary school 
to set up an eco-scicncc club to make 
students aware of increasing environmental 
pollution and the necessity of rectifying 
the wrongs. The panchayat has also 
arranged alt infrastructural facilities to start 
iraining-cum-produciion centres of ready- 
made garments aiming at the economic 
empowerment of local women. A sum of 
Rs48.(XX)hus been allocated for the purpose. 
The centre is likely to be housed in the 
panchayat building. 

Kultikri has taken a leading role in the 
district's literacy campaign. Out of a 
population of 7.685. about 1.854. or more 
than 25 per cent, were illiterate. In the 1992 
literacy evaluation, t .608 were brought to 
thccvalualingccntres.of whom 1 .OlOpasscd 
the tests and were promoted to post-literacy 
centres. During an interview the pradhan 
Rcbnti Das said that only 759 out of the 
1.010 readers were continuing at the PLCs 
She did not know whut hud happened to the 
remaining 251. Two more rounds ol 
evaluation were done on September 5 ami 
6. last year. Altogether 1.2IK readers 
appeared at the tests which means 636 were 
missing. Kultikn. being predominantly a 
poor mono-crop area with the majority ol 
the peasants being farm-hands, readers, 
■hough not intentionally avoiding their 
studies or evaluation tests, are forced to 
abstain due to economic compulsion. This 
again explains why several ol the 24 PLCs 
have ceased to lunction in the wake of horo 
cultivation. 

The panchayat authorities have distrib¬ 
uted a iurge number ol books free of cosi 
among the students of the primary, high 
and higher secondary school*. The girls 
high school has been given financial 
assistance of Rs 30.516 Irom the Jhargram 
development hoard, while the higher 
secondary school has received Rs 10.000 
for its improvement. 

This reflects the gram panchayut’s effort 
to improve the standard of education and 
level oflitcraey in their area. Mention should 
he made of the PLC houses built au far. The 
panchayat has supplied only building 
materials, while the inhabitants of the 
respective villages have rendered manual 
services Irce of cost. This is quite an 
achievement. Poor people, mostly farm¬ 
hands who can hardly afford to have two- 
square meals a day. did not hesitate to 
abstain from their day’s work on the fields 
and lose wages However, a good number 
of these adult mates and females, when 
asked to write down their names on a shed 
of paper, were either tound to have forgotten 
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the alphabet* or scribbled something 
unreadable. On inquiry* I lound that some 
do riot attend their PLC classes regularly, 
while other* do not find time to practise their 
lessons. 

The gram punchuyat has been able to 
bring electricity to the subsidiary health 
centre and is now trying to equip it with 
a new labour room. Tribal* arc being taught 
at the PLCs the harmful effects ot using 
contaminated water and the necessity of 
having their children properly inoculated 
Fifteen detuna tubewellshuvc been repaired 
and the children's inoculation programme 
is being earned out with sincere attention. 
At a children's health contest, organised in 
observance of International Women's Day 
on March 8. 1994. it was found (hat all the 
1.500 children brought to the venue had 
completed the necessary immunisation 
schedules. However, in (he remote villages, 
many tribal families have yet to be impressed 
about the efficacy of the modem medical 
treatment. They still seem to be led hv witch¬ 
doctors. untrained midwi vesand like-minded 
people who do not approve ol any change 
in villagers life-style. 

There arc failures too. The gram panchayat 
was to create social forests at 12 sites hut 
that has not been done. Plantations carried 
out so far arc due to the clloris »i the lores! 
department and the former board of the 
panchayat (of the I9H3-XX tenure). When 
asked why the present all-women board had 
delayed undertaking new plantations, the 
pradhan said. "We do not have any suitable 
land”. Soil erosion is a major problem all 
over the Sankraii block including Kultikri. 
This apart, valuable laiente earth is being 
dug out and carried off in lurries and trucks 
by contractors with the connivance ol 
locally influential people with good 
political connections. While the panchayat 
samiti is trying to prevent soil erosion by 
constructing a gully-control buiulh. it does 
not seem to he sincere about clipping the 
wings of the offenders Tito much vaunted 
orchard project has already received a big 
jolt. Plantations on 16 out of 28 ucres have 
already been damaged due to lack of 
supervision. The pradhan and the secretary 
said the affected areas included mostly 
private plots whose owners did not pay 
necessary attention. 

The panchayat s target of recovcung 
vested lands till 1994 was 242 acres. Only 
I5 acres have been recovered. The authorities 
claim to have given joint pattus on vested 
lands to ISO people. This is an honest ctlon 
to ensure women's rights to land along with 
the men. However, joint paitu is being given 
in other panchayat* also; it is not Kultikri's 
invention. On January lb I visited two 
villaget, Phulbani and Dangra. where 
villager* told me that they were either not 
yet given pants or possession of the vested 
laada, and pointed to the interference ot 


political parties and vested interests as the 
cause. 

The DWCRA project on basket-making 
in Phulbani has not made much headway. 
Phulbani consists of about 120 families, 
more than 90 per cent of whom are tribal*. 
Being in the lowest category of the below 
poveny level population, male and female 
members of these families work as farm¬ 
hands while basket-making is their second 
important occupation. The entire business 
is being controlled byaTamlukianold town 
in the south-eastern part of Midnaporc 
district i - bused marwari known as ’Mamaji'. 
who controls the entire activities through a 
tew agents and sub-agents including a 
woman, Mamaji's representatives supply the 
necessary raw material and also give loans 
in times of need to the poor tribuls. who in 
return surrender their produce much helow 
the standard price, ranging from Rs 4 to 4.50 
per basket It an individual can afford to 
collect Ihc raw material and makes 15(1 
hjskeis a month, he can make a profit of 
onlv Rs 2 tor each husket. which means 
a monthly income ol Rs 300. But since such 
entrepreneurs arc rare, most ol the basket- 
makers cam lar less, and having three to live 
children to feed on an average, are forced 
to cling to manual labour on the fields as 
their only source of sustenance. 

Of the 20 families surveyed at Phulham. 
IX felt the absence ol a mm-profiiccrmg 
body to control the business on their behalf. 
They expected the new panchayat to adopt 
some effective measures in this regard, hut 
in vain. Auompts were made by some 
producers to lorm a union to 1 1 x and control 
the price, hut that was thwarted by the 
agents ot Mamaji. A tew villagers were 
also found to he involved in the game. Libu 
Singh, is a tcmalc agent of Mamaji who 
has been working tor the last 25 years and 
knows all the basket-makers by their names. 
It is vers difficult to dislodge persons like 
Libu from a business they have been 
controlling for decades. It requires a 
determined effort and a caretuily chalked 
out programme which the women members 
are yet to launch. 

The loan recovery drive by the new gram 
panchayat is not up to the mark. Tarun 
Ganguly, the local manager of the Mallabhum 
Bank, said that (he bank's recovery demand 
for the 1993-94 financial year was Rs 10 
lakh, of which only Rs 2.75 lakh was 
recovered by the present body. He expected 
the recovery to go at least up to 65 percent 
of the target. The manager said that 
recovery of special component loans 
(strictly for scheduled tribes and castes) 
and loans toriish farming and bioga* plants 
were equally bad. The pradhan and the 
secretary did not agree with his views; 
"You will not be able to satisfy the bank. 
The more you give, the more they will ask 
f«". the pradhan wtd. She referred to the 


loan mela of June 8. 1994 which was 
organised at the gram panchayat office 
“Thai day wc recovered Rs 38.56^ trom 
the IRDP beneficiaries in the presence ol 
the area manager of the Maltahhum Bank", 
she said. 

As for family planning, up to March 1994 
only 54 sterilisations were done, all 
tubeciomies. Males whether tribal or caste 
Hindu, always send their womenfolk to these 
camps. Tribals at Phulbani. under the 
influence of some local Christian 
missionaries, have been rejecting family 
planning. Interestingly. Muslim families at 
Baligena are not so apathetic about the 
programme, and in many households married 
women are getting increasingly conscious 
about their reproductive health and have 
opted to use birth control measures 

The gram panchayat’s family household 
register and asset register have not yet 
been prepared The secretary said that 
necessary information from the 24 maujas 
have been collected, and only the 
compilation work remains. These two 
i mpoitani documents were to be made ready 
by November 1994 as per instructions from 
a very senior official of the state panchayat 
department. 

The larget for distribution of new ration 
cards was 1 0.000. but only 400 have been 
distributed. Only three of the 21 who were 
to get fishery loans have been given fishery 
mini-kits. Of the 25 homeless persons who 
were to get new houses, only five have 
benefited. Construction work on the 
proposed new primary schools is yet to 
take oil. 

Attendance at the office, however is not 
bad. According to the secretary, the pradhan 
and upa-pradhan have attended all the 
monthly meetings, while two members 
missed one each. One member has missed 
seven meetings and another, four. It should 
he noted ihat the performance of the last two 
is very bad. Whenever this researcher asked 
about her. the answer was. “She has given 
birth to a son and needs rest". This 
explanation was given in December 1993 
(hiring the researcher's first visit and was 
also provided on his last, on Match 20 

There is a tendency on the pan of some 
officials at the Mock level, including the 
present block development officertBDOt 
Md Gani. to unnecessarily eulogise (he 
performance of the panchayat and thereby 
mislead researchers. For instance, white 
Gam said that the orchard programme snts 
quite successful, the secretary of the 
panchayat admitted that plantation* in well 
over 50 per star of the land have been 
damaged. The former ft DO. Pumochaadr* 
Sheet, was right when he said that as the 
state's first all-women paochaym. Kuhtkn 
needs special care; "If should get ail 
possible help and special projects while 
no lapse* should tie tolerated" 
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CHINA 

The Empire TVying to Claw Back 

Yi Ren 


The centre has been engaged in a struggle for authority with the 
provinces and local authorities in China since mid-1993. Signs are that 
it is facing an uphill task in all spheres - party and political matters, 
restructuring of the fiscal system and reform of the state sector. 


WITH the fall of the curtain on the Chinese 
National People's Congress (NPC) in Beijing 
this March, another act in the increasingly 
tense drama of power struggle between the 
centre and the provinces came to an end. The 
fact that the nomination for vice-premiership, 
recommended by premier Li Peng, was 
opposed by a significant number of the 
delegates was only the tip of an iceberg. It 
does however once again raise serious 
questions about (hecentre's effectiveness in 
dealing with local forces in China. 

Ever Since mid-1993. the centre has been 
waging a war against the local authorities. 
Signs are that the centre is facing a steep 
uphill struggle. This is shown by the heavy 
reliance that the centre in mid-1993 placed 
upon a semi-official report to mobilise 
political support for its fiscal reform, which 
subsequently was implemented as part of a 
comprehensive reform package in early 1994. 

The media abroad then noted a sensational 
report that was identified as coming from 
the Chinese Academy of Social Sciences, 
because the report represented the first 
‘official' writing which explicitly discussed 
scenarios after Deng’s death. In fact, the 
report was jointly written by Wang 
Shaoguang, a politics specialist in Yale 
University, and Hu Angang, a researcher 
based in the Chinese Academy of Sciences. 
Entitled ‘A report on the Chinese State's 
Capacity', it graphically painted the 
dangerous state ofChina’s fiscal and financial 
situation. It also talked of (he possible 
disintegration of the Chinese nation-state in 
the light of the Yugoslavia experience. In 
conclusion, the report strongly urged the 
central government to re-address its fiscal 
relation with local authorities. In particular, 
the implementation of the tax assignment 
system (which had been widely discussed 
in China for quite a few years) was 
recommended. 

Immediately following the revelation of 
this report in mid-June 1993, it was taken 
up by the Chinese press. An excerpt of the 
report quickly appeared in a number of 
important publications. The authors were 
invited to discussion* with officials from the 
ministry of finance and the party’s centra) 
committee; and the rep ort was studied by 
the top leadership as well aa vinous state 


departments. Then in July, to the surprise 
of both the authors and the ministry, top 
leaders of (he central committee announced 
that the lax assignment system would be 
implemented from January 1.1994 without 
experimenting. 

The authors had no illusion about the 
difficulties involved. Between the repeat’s 
first appearance in China and the time when 
it was published by Oxford University Press, 
a new section was added to the original 
work. This section applied game theory to 
the relationshipbetwcenChina’s central and 
provincial governments and suggested a 
number of rules in managing the relation. 
The first rule refers to the 'principle of 
exchanging financial interest for power’. It 
was suggested that financial power has to 
be obtained by allowing local authorities to 
participate in important decision-making. 
Such a suggestion reflects a fundamentally 
grave assessment of the power contest 
between (he central and local authorities. 


Id fact, thedegree to which local autheritfe 
have become serious challengers to th 
centre’s monopoly of power is greater tha 
ever before, TTiis is manifested in the fat 
that the fourth plenary of the 14th part; 
congress in late September 1994concentrate 
on party work and party discipline, rathe 
than addressing the issue of impletnentin; 
the important reforms. It was at the plenar 
that the party secretary general Jiang Zemii 
personally promoted Jiang Chunyun an 
Wu Bangguo to the CCP's secretariat, th 
same persons whose promotion to vice 
premiership was opposed by delegates of th 
NPC, When Jiang and Wu went on ai 
inspection tour (to Helongjiang and Beijin. 
respectively) upon (heir appointment 
however, both were shunned by loca 
officials. The incident must have seemed ti 
be a major blow to the central leadership 
especially when they were trying to rail; 
support in the midst of wide speculatioi 
about Deng’s deteriorating health. 

Subsequently, at over three conference 
attended by provincial leaders betweci 
November and December 1994, the centn 
launched a major campaign attacking so 
called anarchism, localism and separatism 
The leading official newspaper. People'. 
Daily, carried a sternly-worded commentary 
calling upon (he people to Consciousl; 
Maintain the Centre’s Authority'. Behim 
closed doors, the centre expressed its stroni 
determination todeal with disobedience ant 
non-compliance by using the ultimate means 
namely, personnel control. As a matter o 
fact. Jiang Zemin named and criticised H 
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provincial leaderships am) subsequently 
dismissed at least one of the governor*. The 
widespread opposition to the vice- 
premiership nomination has indicated 
however that this ‘ultimate mean* of control' 
is not entirety in the hands of the party cither. 

The situation does not look any easier for 
the centre m other fields. The premier’s 
Government Work Report to the Congress 
hailed 1994 as ayearof historical significance 
for introducing reforms in a number of 
important areas. But so far it is still not clear 
how the reforms have been implemented. 
Furthermore, it is even questionable whether 
the changes introduced by the retorms were 
as great as-the government would like us to 
belieue.Take the example of the fiscal reform, 
the most important part of the 1994 reform 
package. The key abjective was to streamline 
the revenue collecting and allocation system 
so that the financial strength of ihc centre 
can be safeguarded, in principle, this requires 
the following key changes: the establishment 
of the state'snwn revenue collecting agency: 
the removal of local power in granting lax 
relief; the termination of the bargaining and 
individualised relationshipbetweenthc centre 
and each province: and finally (he <Jc-linking 
of ownership level and revenue level. The 
reform has only partly dealt with the first 
three. 

More specifically, the reform aims to 
reverse (he financial balance between die 
centre and provinces an budgetary revenue, 
which stood at 39 per cent vs 61 per cent 
in l992.Toachievcthisaim. taxes are divided 
into three types according to revenue 
assignment; central, local and shared. Three 
taxes are shared, including V AT (75 per cent 
to centre. 25 per cent to provinces), resources 
tax (ocean oil extraction 100 per cent to 
centre, others 100 per cent to provinces) and 
slock exchange stamp duly (equally shared 
between the two). VAT is substantially 
extended and becomes the most important 
tax. Another change is the introduction of 
consumption tax as a central tax. which is 
levied on 11 products that are considered to 
be either luxuries or whose consumption is 
undesirable, h is estimated that this regime, 
once fully implemented, will result in a 57 
per cent share of budgetary revenue for the 
centre. 

But the reform design contains so many 
compromises that it is impossible to tell 
whether and when this dream will ever come 
true. Firstly, local authorities have been 
promised that they would have at least the 
same level of income under the new regime 
as of the base year (1993). That is to say. 
the cootie will make up all shortfall under 
the new regime by a lump sum payment. 
Second, the provinces succeeded tn 
persuading die centre tn take 1993 as the 
hue year, rather than accepting 1992 as the 
centre wanted. What happened then was 
UsnUa theaecond half of I993.the provinces 


made frantic efforts to raise the levels of 
collected revenue so that they would be able 
to claim large payments from the centre after 
the reform. Thirdly, the centre has agreed 
to remove the Energy and Transport Key 
Construction Fund and the Budget 
Adjustment Fund, both levied upon extra¬ 
budgetary revenue kept by local authorities 
(with retained profits of enterprises), in the 
light of the rapid growth of the extra- 
budgetary funds, which now rivals the size 
of budgetary revenue, such a move on the 
part of the centre represents a major 
concession and a potential risk for effective 
macro-economic control that is much desired 
by Ihc centre. Fourth, Ihc centre has promised 
to share with local authorities revenue 
increases from VAT and consumption tax. 
Local authorities will be able to receive 0.3 
per cent out of every I per cent increase in 
the combined revenue of the taxes. 
Apparently, thetmplememai ion of the system 
will not change the financial balance between 
the centre and localities overnight. Instead, 
it will take years. 

The government was eager to claim the 
successful complctionof establishing itsown 
tux collection system even before the end of 
November But this was evidently not the 
case. A commentary earned in People 'x Daily 
on November25,1994urged local authorities 
to ensure the timely collection and delivery 
of the revenue from VAT (a shared tax) and 
consumption tax (a central tax). There is no 
doubt from the commentary that the centre 
still relies on the local authorities in tax 
revenue collecting, which is exactly what the 
reform set out to change. Moreover, the 
commentary indicated that the centre had. in 
September 1994. set growth targets for 
revenue from VAT and consumption tax in 
the provinces, according to growth rates erf 
the same revenue between September and 
December in 1993. This was apparently the 
centre's counter-measure to the massive effort 


made by local authorities in the second half 
of 1993 Id raise their revenue level. But such 
imposition is obviously in conflict with the 
principle of the new regime, which hopes to 
eliminate bargaining and individualised 
reiat iottshi p bet ween the centre and provinces. 
The government also reported that the 1994 
revenue level was 19.2 per cent above the 
1993 level, and cited that as evidence of 
success of the fiscal reform in 1994. Yet 
given the complicated arrangement of the 
deal, it will require structural and spending 
detailsofthe collectedrevenue to tdl whether 
and to what extent the centre has really 
gained. 

The contest between the centre and local 
authorities will be further heightened by the 
much needed reform in the state sector. This 
sector is said to include over 60 per cent of 
the Chinese industry. But only a third of the 
enterprises are profitable. That means that 
the state sector is probably more a liability 
than an asset for the state. In contrast, 
however, local authorities are immensely 
enriched by the rapid growth of collective 
enterprises that they own. Four solutions are 
envisaged for the reform tn the state sector, 
(I) selling small enterprises to either 
individuals or collectives. (2) having some 
leased out or contracted out. (3) having some 
transformed into either wholly stare-owned 
limited companies or jam stock limited 
companies, and (4) making others into joint 
ventures with foreign investment. In almost 
every option, the local authorities will be at 
the receiving end. if the centre docs not 
introduce drastic change to its current policy 
that allows local authorities to acquire 
property right by investment. 

In the longer nm. as a Chinese local official 
said: “There is a limit to which the centre 
can ro to re-gain its control. Whoever is in 
Beijing cannot afford to take away local 
initiatives. Because then local economies 
will suffer: and so will the centre ~. 


NEW BOOK FROM MJ) PUBLISHERS 01 THE 

,f,l/ HUMANITIES NATUR it 

& SOCIAL SCIENCE 

UTTARAKHAND 
Lend And People 
By 

SSNegi , 

1995,149p, map, bib. index. 23x15 cm 

ISBN 81-85880-73-5 R*20QJ00 

Thia book peasant* a proflte of Ms mounWnoua region pranking imU MmaHon tm the 
general orography, history, ctma*e and swatter, aoAa. geology, tor as hi. «H anhnaia. 
aconomlc profits cultural sal-up, hi raaortk, protected araaa and arwkonmanM dagradaton 
of Uttarakhand. 

Sand your ordara and writa tor com plata catalogue to: 


1297 


B eoa nmH rod Political Weekly June 3. 1995 



New US Policy on Jerusalem 

NlaanKoshy 


The Clinton administration, it is clear, has accepted the position that 
the Palestinian territories occupied by Israel since 1967, including 
Jerusalem, are ‘in dispute’. The distinction between ’disputed’ and 
'occupied' is cf great significance because if the territories are not 
occupied then the UN resolutions calling for withdrawal lose their 
urgency and even relevance. 


THE US veto of the UN Security Council 
resolution which would have declared invalid 
Israers orders expropriating Arab lands in 
East Jerusalem to build housing for Jews, 
along with the move in the US Congress to 
shift the US embassy in Israel from Tel Aviv 
to Jerusalem, have brought into sharp focus 
on US policy regarding Jerusalem and 
threatened to disrupt the peace process in 
West Asia. 

It was the first time in five years that the 
US exercised its right of veto in the Council. 
In 1990 also the veto wbs in defence of 
Israel. This time the veto is seen as the result 
of domestic compulsions aggravated by 
mounting pressure from the Republican- 
majority Congress. 

While it is true that there is renewed and 
heavy Republican pressure on the White 
House what is less known is that a major 
change in US policy was initiated us soon 
os Clinton came to power. The US position 
taken in the UN on May 18 is consistent with 
the new policy of the administration which 
was reflected in its UN actions during the 
last one year and more. 

A Security Council resolution condemning 
the Hebron massacre was held up by the US 
for three weeks in March 1994 and it was 
allowed to pass only after the US expressed 
its reservations about some parts. These 
reservations actually revised the traditional 
policy of the US on Jerusalem. The US 
abstained on two paragraphs in the resolution 
which was passed on March 18. These 
paragraphs identified occupied territories as 
Palestinian and included East Jerusalem in 
occupied territories. Strangely enough the 
US insisted that opposition to these 
paragraphs represented no change in policy. 

It was indeed a major change. In 1969 the 
US ambassador to (he UN. Charles Yost, 
told the Security Council that the US believed 
that the part of Jerusalem which came under 
the control of Israel in 1967 like other areas 
occupied by Israel is occupied territory’'. In 
1990president Bush stated that “my positron 
is (hat (he foreign policy of the US says am 
do not believe this! there should be new 
Settlements in the West Bank or Bast 
Jerusalem" Again as late as 1991 the US 
voted lor Security Council Resolution 694 
which referred to til the Pales ri man te r rit ories 


occupied by Israel since 1967. including 
Jerusalem. 

The administration has not announced any 
new policy but it is clear that it has accepted 
the Israeli position that the territories are 'in 
dispute'. This flies in the face of facts as 
Israel is in the territories including East 
Jerusalem only as a result of its military 
conquest and occupation of 1967. During 
the March 1994 discussions in the Security 
Council US ambassador Albright asserted 
that "under the Declaration of Principles 
Jerusalem is an issue which Israel and the 
PLO have agreed will be dealt in the final 
status negotiations. My govemmenl does 
not believe that it is helpful to the negotiations 
to include the kind of reference that is made 
to Jerusalem in this resolution. It could 
prejudice ur prejudge the outcome of the 
negotiations.” It was the same argument she 
made during (he discussion on May 18. 

The distinction between 'disputed’ and 
'occupied' is ot great significance because 
if the territories are not occupied the UN 
resolution calling for withdrawal lose their 
urgency and force or even relevance. 

Even on the resolution condemning the 
Hebron massacre the US had seriously 
considered using the veto. On March 17. 
1994 82 senators (out of 100) had sent a 
letter to presidenl Clinton calling for US to 
veto the resolution if it contained any mention 
of Jerusalem being occupied. In a paragraph 
by paragrah vote insisted upon by the US, 
it abstained on two paragraphs in the 
preamble. Secretary of state Christopher and 
ambassador Albright advanced a spurious 
legal argument for not exercising the veto. 
They explained that the US would have 
vetoed the resolution had the reference to 
Jerusalem and Palestinian territories been 
contained in the operative paragraphs. Instead 
they were in the preamble. "That being the 
case”, said Christopher “we felt we were 
being consistent with our principles". He did 
not explain what these principles were. He 
was following the line of the Israel 
government that the preamble of the 
resolution does not have the same legal 
weight aiihe operative lext. Behind this line 
was a lot of political muchwT 
In a letter dated August 8. (994 to the 
membeo of the UN. ambassador Albright 


urged them to support an effort so ‘raw 
or ‘revoke* "contentious resolutions 
accentuate political differences with 
promoting solutions". The referet 
obviously was to those resolutions wh 
were supportive of the Palestinians ; 
critical of the Israelis. Albright sugges 
that in view of the progress in the pe 
process, the General Assembly adapt in 
to “today's realities" and 'consolidate' 
'improve' or ‘eliminate’ a number 
resolutions. The revocation of the landm 
resolution of 1970recognising the Paleatin 
right to self-determination was specific 
mentioned. The ambassador added, "we 
believe that resolution language referrin 
‘final status' Issues should be dropped sii 
these issues are now under negotiations 
the parties themselves. These inch 
refiigeex. settlements, territorial xoverei 
and the status of Jerusalem." The Clin 
administration’s standard argument agai 
any discussion ol the Palestinian issue in 
UN is that “such resolutions prejudge 
outcome of the ongoing peace process i 
should be solved by direct negotiation 

The ambassador's letter had t 
objectives. One wus to deny the Palestine 
the corpus of legal rights and the framewi 
for their legal and moral protecti 
established by the UN over the past hal 
century. The other was to marginalise fun 
the UN’s role in the issue. 

The US has been acting on the basis 
un old memorandum of understanding call 
for joint consultations on all UN malt 
affecting Israel. AfterClimon assumed oft 
these discussion have virtually resulted 
the US acceptance of all Israeli positio 
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The Haunt attempt by the US to wipe oul 
die h u emat i on*) community 1 % obligation to 
the Palestinian* a* codified by the Security 
Council wm strongly oppoaed by the PLO 
and Egypt immediately and by the Arab 
jeague *oon after. 

US senate majority leader Robert Dole, 
who i* in the race for the Republican 
presidential nomination, and other leading 
member* of the Congress are seeking 
legislation that would mandate the shifting 
of the US embassy from Tel Aviv to 
Jerusalem. This will confer recognition of 
(hecity as Israel’s capital openly flouting UN 
Security Council resolutions and before final 
status talks under the Declaration of Principles 
begin on (he subject. Such a move would 
make the US role as honest broker in the 
negotiations untenable and could have even 
Mow up the faltering peace process. 

But the move on the embassy isso attractive 
to the US politicians and with every evidence 
that the Republicans are now making a 
concerted effort to woo Jewish voters who 
have been traditionally pro-Democrat, the 
issue is becoming a contest to prove who 
is more pro-Israel 

It is still believed that Clinton may finally 
veto any resolution on shilling the embassy 
if it is to be immediate. Some feel that the 
veto in the UN Security Council was to 
muster courage for such a veto on the 
embassy. But Clinton is in a tight spot on 
this issue by his own utterances and actions 
He cannot afford to be seen as less pro 
Israeli than the Congress. The Congress 
could increase the pressure oil the While 
House not only by demanding an immediate 
move but also by cutting olf funds lor the 
Tel Aviv embassy. 

The shifting of the l)S cmhjssy lo 
Jerusalem has been seriously considered 
from the Reagan days. In IVHV the State 
Department signed a 99-ycar lease on a U 
acre site in Jerusalem and Israel officially 
zoned it oft last year lor 'diplomatic 
purposes’. Noconstniction has begun which 
is just as well because Palestinians claim 
that Uriel illegally seized (he property in 
1948 from a 'waqf. an Islamic trust The 
.Hoperty is in the prc-1947 Jeiusulem 
territorial boundaries and has heen accepted 
by the UN as occupied. Until the lime of 
the lease agreement the US also had 
considered this territory as occupied 

The issue came up in a State Department 
letter of September H. 1989 in response to 
enquiries by Lee Hamilton, chairman of the 
Hoiue Sub Committee on Europe and the 
Middle East. The tetter on the one hand 
drims that 'the US has not accepted (he 
tovadgnty of any state over any part of 
enualem" and on the other the US accepts 
«* a “practical necessity" the "Israeli Ad- 
mtniftrarion of Weal Jerusalem, including 
he vjnticatkx) of Israeli Law". Leading autho- 
ritte* oa international law including Francis 


Boy ie of the University of IfUnoii and Thomas 
MMlison of the George Washington Uni¬ 
versity at that time pointed out that the State 
Department's position defied international 
law and contradicted its own policy. 

Soon after Clinton became president. 
Israeli prime minister Rabin declared. Israel 
"hat a good friend in the White House”. 
Rabin can now claim that Israel has the gou' 
fortune of having the most pro-Israeli 
president in the White House. During his 
electoral campaign in 1992 Ointon said. "I 
recognise Jerusalem as an undivided city, 
the eternal capital of Israel and I believe in 
the principle of moving our embassy to 
Jerusalem". But he cautioned that he did not 
think "we should do anything to interfere 
with the peace process". 

The administration has never admitted that 
there has been a fundamental change in its 
policy on Jerusalem. When press reporters 
in mid-1993 questioned Secretary of State 
Christopher on the status of Jerusalem, he 
said. "I don’t think it helps very much to get 
into almost a theological discussion. The 
parties know what is under discussion.” 

The refusal to describe East Jerusalem as 
occupied is not a matter of theological 
discussion hut a clear departure from earlier 
stated positions of the US. This has serious 
implications. 

No lasting settlement of the Israel i- 
Palcstinian conflict is possible without a 


solution to the question of the status of 
Jerusalem There are many who argue that 
Jerusalem should be the fust matter to be 
settled in any negotiations between 
Palestinians and Israelis. Equally strong is 
the argument that it should be the last. 

When the Israeli-Patestinian Declaration 
of Principles was signed it was described as 
'Gaza and Jencho first'. Soon appeared un 
the walls in the West Bank the slogan 
'Jerusalem first'. 

The only reference to Jerusalem in the 
Declaration of Principles is in the list of 
issues as part of the permanent status 
negotiations to begin not later than the 
beginning of the third year of the interim 
period, between the government of Israel 
and the PLO. Here Jerusalem gets a mention 
along with "refugees, settlements, security 
arrangements, borders, relations and co¬ 
operations with other neighbours and other 
issues of common interest" 

The question is asked why me PLO did 
not insist on some basic principle in the 
Declaration ot Principles that would have 
at least blocked further expansion of the city 
and expropriation of land. The lack of any 
such provision is one of the most serious 
weaknesses in the Declaration. The new US 
policy on Jerusalem which is a defiance of 
international law and blatant denial of 
Palestinian rights highlights and exploits 
that weakness. 
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Banning ‘Bombayi’ 

Nationalism, CommunaJism and Gender 

Tejaawini Nirapjana 


Is the protest against Marttfatnam 's new film, on the ground that it 
offends Muslim sentiments, simply an expression of 'fundamentalism' of 
Muslim patriarchal attitudes? Could it not be that the liberal analysis 
and solution ('hatred' and 'love') are unacceptable as inaccurate, 
simplistic and patronising to those who comprise the overwhelming 
majority among the victims of communal violence? 


MANIRATNAM'S film ’Bombayi' (the 
Telugu version of 'Bombay ’) was released 
all over Andhra Pradesh on March 10, 
1995, playing to full houses in every ihealre 
On March 14. screening of (he film was 
banned in the twin cities of Hyderabad and 
Secunderabad as well as the adjoining 
district of Rangarcddy. Newspaper reports 
indicated that stray incidents of audience 
violence and representations to the home 
minister from the Majlis-luchadul- 
Muslimeen and the Majlis Bachao Tehrcek 
had resulted in the ban order. It was also 
reported that leftist organisations such as 
the Students' Federation ol India and the 
Democratic Youth Federation of India as 
well as the rightwing Bharatiya Janata Yuva 
Morcha had opposed the ban A statement 
by the SFI and DYFI declared that "the 
Film depicted nationalist leelmgs and had 
nothing communal about it”. 1 

The reaction to Manirainam's him-, m 
Hyderabad may not be representative of a 
general south Indian response to them, nor 
of the response in Andhra Pradesh either. 
Due to Us atypical demographic profile (a 
Muslim population lhat is over 50 per cent 
in the old city and over 20 per cent even 
in the new city). Hyderabad's political 
scenario and the space occupied in it by 
the agendas of specifically 'Hindu' and 
'Muslim' panics may very well be unique 
in southern India. Manirainam’s earlier 
film 'Roja', fust in its Telugu version and 
then in Hindi, elicited considerable applause 
in new Hyderabad for its unabashed 
patriotism and its categorical denunciation 
of Kashmiri militancy. A national(ist) 
commonsentc about what constitutes the 
tiuly secular was articulated-here in its 
convergence with Hindutva; in fact, as I 
have argued elsewhere, ’secularism' in 
'Roja' was indistinguishable (as it is in 
other contemporary cultural formations) 
from the altitudes produced hy the making 
invisible of a 'Hindu' ethnicity’ ‘Bombayi' 


is in many ways not very different from 
Roja’ in its portrayal of the secular and 
the Indian. It is worth investigating, 
therefore, why the film seems to have 
evoked Irom the minority community which 
made no public protest about 'Roja' a very 
different kind ol response We musf also 
remember that 'Bombayi' could have the 
effects it has precisely because it comes 
after 'Roja'.' What could be the altered 
political landscape today that makes such 
a response to 'Bombayi' possible? To 
answer this question one would have to 
take into account multiple (actors relating 
to the national and international scene, an 
undertaking I am not presently competent 
to embark upon. I proffer, however, some 
remarks about Mantratnam's film which in 
my view allows us io reflect anew on majoi 
questions of cultural politics today, mv aim 
being mu to produce a conclusive analysis 
hut to help initiate a debate on the issues. 

While the film follows 'Roja' in the 
framing of its central problem - the question 
of (he nation and the question of 
communalism (community identity in 
'Roja' - it is. to my mind, marked by a 
certain slutienng. not so evident in 'Roja'. 
when n comes to the issue of gender. This 
might partly account for the hostile 
reception in certain quarters of a film that, 
compared to a 'Roja' which depicted the 
Muslim almost entirely as terrorist and 
anti-Indian, represents in its syrupy 
secularism "nothing...that hurts Muslim 
sentiments". 4 and indeed is framed as an 
attempt to "(balance] the viewpoints of the 
opposing communities’’.' "How sad", 
exclaims a journalist writing in The Hindu, 
"...every time sincere efforts have been 
made towards national integration we end 
up in protests and riots”.* There appears 
to be a general consensus that Manintnam 
is indeed a 'nationalist' filro-makeT. as 
evidenced by 'Roja' winning the 1993 
award for National Integration, h is perhaps 

a 


then the very composition of mainstream 
nationalism - a composition which 
legitimises some identities and marginalises 
others - that is being contested by those 
who are demanding a ban on Bombayi’ 
And it is precisely around the question o) 
gender. I would suggest, that the fracturing 
of this composition becomes visible. 

But first, an outline of the narrative 
Shekhar, a young brahmin from 
Bheemunipatnam, has just finished his 
studies ig Bombay and started working as 
a proof-reader in a newspaper, with a view 
to becoming a journalist. On a visit to his 
village, he sees Sharia Banu. the daughter 
of the Muslim brickmaker Bashcer. and 
instantly falls in love with her. After a brief 
courtship, and after encountering the 
hostility of his family and Basheer'^to the 
possihilityof his marriage with ShaiiaBanu. 
Shekhar returns to Bombay, to be joined 
there by the girl. They commence wedded 
life in a chawl; Shekhar gets a promotion, 
Shaila Banu gives birth to twins; the boy's 
father Varayanamurthy (who has tried to 
send bricks marked 'Sri Ram' to Ayodhya 
as penance for his son's act) comes to visit, 
and is overwhelmed to learn lhat the twins 
are named Kabccr Narayan and Kamal 
Bashccr Shaila Banu's parents also come 
on a v i >t at the same time. The Babri mosjid 
falls; the Bombay riots lake place; the 
parents of both hero and heroine die in a 
fire, the children are lost; amidst scenes of 
rioting the chict protagonists search for the 
twins. In the concluding scenes. Shekhar 
makes imp:- ’ uoned speeches to the rtotu v 
to stop killing each other, and the children 
are found, even as Hindus and Muslims 
drop their weapons and hold hands. This 
bare narrative cannot poss.bly account for 
the many ingenious ways in which 
Mamrainam achieves his cinematic effects, 
some of which l shall have occasion to 
rclcr to. 

What I earlier called the stuttering of 
Bombay)' has to do. it seems to me. with 
the portrayal of the Muslim woman. Some 
members of the audience have asked why 
the protagonists could not have been a 
Muslim man and a Hindu woman. Given 
the logic of gender and nation in 
Maniramam. this equation would have been 
clearly impossible. The (Hindu) female in 
Roja . for instance, is shown as imperfectly 
secular, imperfectly nationalist, became 
her concern is not for the security of the 
nation but for her husband. It is the Hindu 
male, therefore, who must take oO the task 
of making the Muslim‘human'(at wed as 
secular and nationalist, as I have suggested 
elsewhere)' Whereas in 'Roja’ it iy the 
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mate militant Uaquat who it portrayed as 
being made human, his silent sister who 
helps the hero escape is shown implicitly 
as already human by virtue of her 
femininity. By aiding the hero, she 
transcends her community-identity and in 
the process stands revealed as both human 
and ‘Indian' (rather than Kashmiri or 
militant separatist). 

‘Bombayi' is more subtle: Shaila Banu 
marries the brahmin Hindu hero (who is 
never shown as marked by caste or 
community) but does not give up her 
religion; neither docs shedress like a south 
Indian Hindu woman, especially since she 
does not wear a bindi except in two song 
sequences. The secular hero is obviously 
tolerant about all this, is tn a sense attracted 
by the very ‘difference’ of the heroine. 
While male Muslim ethnic markers in the 
film (prayercaps.or scenes of mass praying, 
for example) are menacing portents of 
rioting to follow, female Muslim markers 
of ethnicity - the burqa. primarily - are 
glamorised and eroticised. Shekhar's first 
glimpse of Shaila Banu is when the wind 
accidentally lilts up her veil, and many of 
his subsequent encounters with her, 
including on the night when they 
consummate their marriage, thematise this 
visibility/invisibility as tantalising. 

The 'secular' attempt to understand the 
ethnic other, and one need not doubt 
Maniramam’s endeavour in this regard, is 
portrayed in Bombayi’ as accomplished 
through (he erotic gaze. It is the lemimne 
other who is embodiment of the erotically 
mysterious and unapproachable, and who 
therefore compels an unveiling in the act 
of making intimate, while the relationship 
of the secular nationalist with theethniciscd 
male can only be contentious and 
combative. This ethniciscd male in the 
logic of these films, and indeed in the 
dominant cultural logic of our times, cannot 
possibly be the hero of a narrative about 
the need for national integration. The only 
acceptable hero is the urbanised, 
westernised Shekhar who. like Rishi Kumar 
in ‘Roja‘. does not need to draw attention 
to his caste or religion because in espousing 
nationalism he has transcended such 
identities.* If one examines the composition 
of the Indian citizen-subject of the 1490s. 
the Hindu female appears as the necessary 
bearer of ethnicity. Thus, the initiator of 
the integration process, or the initiator of 
the romantic relationship in the film, canoot 
but he a man from the majority community. 
One docs not need to belabour the point 
that this kind of agency it gendered male. 
'Bombayi'. then, could not have had a 
Muslim hero and a Hindu heroine. 

This inevitability 4s also related u> the 
sharp demarcation of gendered 'secular' 


spaces in ‘Bombayi*. While the hero's 
secularism (read, tolerance) does have a 
domestic aspect to it, it is manifested in 
this sphere only as playfulness, as in the 
scene where a relay of little children convey 
to his bride his question - ‘Shall I change 
my religion?’, or the song sequence (‘hatla 
gulla’) in which he briefly dons Muslim 
headgear. His publicly secular acts, on the 
other hand, are shown as acts of 
consequence, when during the riots he 
berates his two colleagues for claiming to 
be Hindu and Muslim instead of saying 
they are Indian, or in the climactic scenes 
when he splashes petrol on his body and 
urges the rioters to burn him in order to 
shame them into throwing down theirarms. 
In contrast, when Shaila Banu makes a rare 
appearance outside the home, it is most 
visibly when she and Shekhar are looking 
for the children during the riots, and she 
is called upon only to express distress and 
horror. 

In fact, the domestic space is constantly 
defined in the film as a counterpoint to 
communalism: the increasing familial 
harmony (the birth of the twins, the 
reconciliation of the grandparents. 
Shekhar’s desire for more children) is 
matched against increasing communal 
tension in (he city. Integration, (he film 
seems to suggest, can he accomplished 
within the family." In the domestic space. 
Shekhar docs not have to undergo any sort 
of transformation to prove his secularism. 
In any case, his ‘religion’ is not central to 
his identity. Also, by virtue ot being the 
bread-winner, there arc other conventional 
asymmetries in relation to male and female 
roles that he need never challenge. It is 
crucial to the narrative (hat I he couple have 
children, for the film's logic suggests that 
it is the urbanised nuclear family which can 
solve the problem ot communalism. This 
problem, indicates the film, is one ol 
senseless hatred. Communalism is imaged 
here, as in some analytical accounts ol 
recent events in India, as the resurgence 
of ancient hates, primordial hostilities. 
Communalism thus becomes a residue, a 
mark irftberMm-modcm.of backwardness. "‘ 
Secumism or nationalism, therefore, as 
Gyanendra Pandey has shown, appears as 
the ’other’ ofcomfftjiMlism:" however, in 
the 1990s. in a historical space where ihc 
privatisation of secularism seems to be 
taking place, (his nationalism need not he 
part of a political agenda If the problem 
is one of hatred, the solution has to he 
located in the possibility of love. 
Humanism, too, becomes a question of 
good individuals, happy families. And love 
in its modern form, as ’Bombayi* shows, 
achieves iu most exalted and exemplary 
expression in romantic love, the love 


between individuals. It might, then, be 
worth asking whether the demand for the 
banning of ‘Bombayi’ (on the basis that 
it offends Muslim sentiments) is simply an 
expression of ‘fundamentalism’ or of 
Muslim patriarchal attitudes. Is it perhaps 
an indication that the liberal analysis and 
solution (‘hatred’ and ‘love’) are 
unacceptable - as inaccurate, simplistic 
and patronising - to those who comprise 
the majority amongst the victims of 
communal violence? Could it point to the 
need to rethink whose tolerance the 
dominant notion of secularism embodies, 
and whether ‘love’ and ‘tolerance’ can be 
recommended in equal measure to both the 
majority and minority communities? 
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12 The new nnuotudisw is of nece ssi t y drtaehdl 
front anti-imperialism, the difference' 
between the HIP and the XSS over thr 
twadetht campaign mMwiihalandinj: 

Hnthmahsm. then. hectmmsaptnMy internal 
question, tube assertedngnmatmm-Hmdm 


REVIEWS 


After an Elusive Quarry 

( Gurprect M aha Jan 

State and Nation In the Context of Sodal Change, Vol I edited by 
T V Sathyaimtrthy; Oxford University Press, Delhi, 1W4. 


WHEN an edited volume is a collection of 
pa pen it is best to concentrate on individual 
essays because the introduction only ex¬ 
presses exaggerated claims about the unity, 
originality anddistinctiveness of the volume. 
On most occasions, contributors speak 
different languagesandexerciseconsiderable 
freedom while interpreting the intended 
theme of the volume. The present volume 
is no exception. It is the first of a four- 
volume series on the Indian political process. 
Ostensibly it seeks to explore the "political 
dynamic of State structures of contemporary 
India’* (p 2). But given the difficulties of 
conceptualising the State, individual essays 
address a wide range of subjects: some 
analyse the changes in particular institutions 
and policies of the State, others address the 
challenges facing the Indian polity, and a 
few study the nationalist discourse. 

Predictably the first essay is by Rajni 
Kothari. and it surveys the political 
discourses (hat have enhanced democratic 
values in post-independence India (p 53). 
In the main. Kothari distinguishes the 
"naiionalist-cum-liberal bourgeois" 
discourse of the Indian Constitution and 
the Nehruvian model from the oppositional 
voices grounded in the Gandhian 
p er s p ective. He holdslhe former responsible 
for India's political crises - e g. the crisis 
of performance, of integral ion, of distributive 
justice and of ovcrcentrali&ation (pp 42-44). 
On the other hand, it is to the Gandhian 
perspective that hecredia policy perspectives 
and movements that stress decentralisation, 
vohinuriitic ethos, employment, people and 
grass roots (p 45). 

While Kothari associates democracy with 
a people-centred perspective. Satish 
Saherwal emphasises rule of law. and an 
individual-centrod ethic. His analysis rests 
a* the argument that democratic institutional 
structures in India am not sustained by the 
normative categories of the society (p 179). 
hence they remain vulnerable and fragile. 
Elaborating this point further, Saherwal 
arguea that while individualism and 
universalism'lie M the heart of the western 
liberal democratic tradition, segmentation 
and absence of the ethic of public 
f p w aa ihiU ty mark the Indian tradition. In 
pMhMat s liberal democratic tradition 
that dates beck at least to die 12th century. 
ffnetthaGreek civilisation, Saherwal gtosies 
over the breaks end discontinuities in that 


tradition. He also underemphasises the 
changes in the conceptual vocabulary of 
liberal democracy that occur over a period 
of time: for instance, the notion of human 
dignity or personality articulated by Marsiiius 
of Padua in the 14th century bears little 
similarity to the individualist ethnic, based 
on the right to property and liberty, that 
informs later liberalism. Similarly, even 
though in the city states of 13th century 
Italy the idea of contract was used in 
various spheres of human life, indudingthe 
family, this was not a widespread 
phenomenon. Besides, the southern states of 
Italy may have been the site of cultural 
renaissance, but they were not the breeding 
grounds of liberal ideology. In 17th century 
England, on the other hand, theorists regarded 
the individual as being onto-logically prior 
to society, but large sections of the 
population, particularly thelabouringdasses 
and women, were excluded from the category 
of the autonomous, self defining individual. 

Satish Saherwal regrets the absence of a 
liberal individualist ethic, but Subrata Mitra 
points to the "intellectual aridity” of the 
mainstream literature on India. He argues 
that these western paradigms fail because 
they are organised around concepts that are 
not germane to the Indian experience. Should 
the agent’s world-view and self-represen¬ 
tation be uncritically pri viiegcd? And. where 
do we begin to look for authentic categories - 
in Indian tradition or every day experience? 
Tbe$e questions remain, and need to be 
addressed by Indian social scientists. 

Sudipta Kaviraj writes about the various 
representations of the self that emerge in the 
encounter with colonialism and modernity. 
He distinguishes between ami-colonial 
struggles and nationalist consciousness. 
However, his essay is hazy about the 
historical boundaries of each stage, and the 
lumping together of various conceptions of 
nationalism within the Indian National 
Congress also remains problematic. 

Kayiraj maintains that it was politically 
more uplifting for the nationalist leadership 
to assen that the Indian nation was formed 
by a cultural practice which went back into 
immemorial ant kprity. Javeod A lam fbcuaea 
on just this representation of the nation. He 
argues that the depiction of the Indian 
nation as an autonomous sodal reality 
existing through the ages, has been used 
time and again to subvert ethnic and 


regional movements. Reflecting upon the 
contemporary challenges to the ideology of 
nationalism, he goes on to argue that the 
communist understanding that gave the 
right to self-determination to people who 
were oppressed, was correct and appro¬ 
priate. Kalpana Wilson also applauds the 
innovativeness and depth of the marxist 
analysis of the Indian Stale. 

R Sudershan refers to the colonial legal 
practices and the nature of the constitutional 
discourse to explain the contradictory 
impulses of the Indian judiciary. The author 
argues that under colonial rule legal 
institutions were subordinated to political 
power and the Constitution veered between 
liberal and socialist aspirations, ft provided 
the right to property without abandoning 
the goal of social justice. This made the 
judicial task of interpreting the lawdifficuh: 
sometimes the judiciary has erred on the 
side of property rights, and on other 
occasions it has courageously upheld 
fundamental rights. Sudershan would like 
the judiciary to provide "relief” to an 
“impotent” political process (p 84). but 
acknowledges its inability, to resolve die 
questions posed by Hindu nationalism, 
Muslim fundamentalism and the Backwwd 
classes Eventually the author prefers to 
place faith in prolonged political and 
democratic struggles 

Suranjan Das reiterates die claim that die 
Congress is responsible for the political 
and economic briies in the country. Infect 
he argues that the continuity between the 
British Raj and Nehro's government is 
ensured by the sustenance of a con se r vative 
lobby within the Congress. B P R Vfthal 
expresses doubt about the bureaucracy betag 
an instrument of change in caatempoiwy 
society. 

T V Sathyamurthy's essay presen t s a 
detailed narrative of reasonably familiar 
political events to depict the shift mdomestic 
policy - from self-reliance to tibcraKiaiiOfi - 
in order to explain the changes in India’s 
foreign policy . He links the ideology of self- 
reliance with the policy of nnn ilignranw 
the subsequent attempts to saf eg ua rd the 
interest of the Indian national bourgeo isi e 
with the reluctant attitude to wa rd s nat i ona l 
liberation str ugg l es , and the anamnehanant 
of foreign apual with the hew role of a 
'regional gendarme’. 

Aparaa Mahanta finds the tadfcn Stale 
"colluding in the name of oatfenat interest, 
with patriarchal forecsto deny human rights 
and social justice-.” While assesring die 
State’s attitude towards women dm fell! so 
record the changes tn favour of the viator 
that have been introduced in the Rape law; 
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remains deeply ambivalent. On throne hunt. 



she is critical of the policy of reservations 
as it co-opts women and represents them as 
second class citizens, and. on the other, she 
laments that too little money is provided for 
family care and welfare programmes related 
to women. 

On the whole, even though this volume 
presents s wide spectrum of opinions about 
the Indian State, yet, most contributors 
concur that the crises and contradictions 


facing the Indian polity can be resolved 
only through popular mobilisations. In this 
connection it is necessary to remember that 
while participation enhances democracy, 
various movements do not add up to a 
single whole. Since they do not always 
cohere with one another and affirm the 
same values, we need to differentiate 
between various movements and forms of 
mobilisation. 


integrative response to the question of tribal 
identity and dignity, the authors conclude 
that the unequal exchange relations that 
marginalise the tribals has to be reversed. 
The material "basis of this unequal relation 
must be changed, and some form of positive 
discrimination in their favour has to be 
accepted tp 127). Moreover, io make this 
tribal development into an effectively sell- 
sustaimng process, a positive self-image and 
a group identity is necessary. The tribal 
protest movements are encouraged, if and 
as possible, to mobilise such identities. 

The overall implication of the findings <>i 
the study is that while seeking for an 
integration of tnbals into the national 
mainstream, the issues concerning ail ethnic 
minorities of the country need to be attended 
as well: social equity, ecological 
sustainability, people’s participation, cultural 
autonomy and democratic integration. The 
non-tribal societies have also to leant much 
from the tribals. like ecological proteciinn 
and forest management, to mention a feu 
. On the whole the book is quite illuminatinj! 
and challenging. It does give the feeling <>l 
the tribal being understood from 'his/her- 
sidc’ on the question of who s/he is. However, 
a few points that can sharpen the Kathkan 
profile seem to be missing out of the data 
collected. The religious aspect of self-image 
as perceived by the Kalhkaris is not 
sufficiently explored. The Beric Kathkari' 
exude confidence and greater self-rcspcci 
duetothctrreligiousascriptiontoiheRamda> 
movement. This self-perception is however 
culled out on the basis of the overall 
discussion/dialogue on the matter as outlined 
in the questionnaire which, though open 
ended, does not help much to know the 
positive or negative self-image of Kathkari.' 
of other villages where there is reported!) 
no such religious affiliation. Perhaps a more 
satisfactory response would have been 
elicited with direct questions like: Are you 
proud of your religion? Why/why not 1 ’ 
Similarly, when an 'underside* perspective 
is ventured to the understanding of the 
Kathkari history, identity and dignity, it » 
not clear a* to who the field workers are apart 
from the fact that they are social worker' 
of the Janahil Vikas Trust. One wonder.' 
whether there were any tribal investigator 
also in the team. For one assumes that their: 
investigating and reporting on the matter; 
would be nearer to the 'underside’ story ot 
the group under study. 

These obaervatfons apart, the book isquitc 
informative and insightful both for social 
scientists and activists as .well as for the 
tribals engaged in libermtivv praxis. The 
micro-study based on the field-data '> 
superbly carried out and the abundant 
secondary data only reiterates and focus# 
foe point. As such the book should come u 1 
handy for anyone interested in foe qucsiii# 
of tribal identity and dignity. 


Negotiating Ttfbal Identity 

Alexius Ekka 

Tribal Identity and Minority Status by Rudolf C Heredia and Rahul 
Srivastava; Concept Publishing Company, New Delhi. 1994; pp 157. Rs 225. 


ALL societies change, so must the tribal 
societies. But how should it be effected so 
that the tribals maintain their identity and 
dignity in the face of drastic socio-cultural 
and eco-political changes pressing upon them 
from all around? The authors of the book 
under review contend that it is by asserting 
the tribals’ positive self-image and by 
overcoming their minority status. They need 
to be integrated into a culturally pluralistic 
and economically egalitarian society and not 
be assimilated into an ethnically uniform, 
class-stratified state (p 136). 

The question of tribal identity and 
minority status is discussed with specific 
reference to the Kathkan nomads in 
cransitionofRaigaddistrict in Maharashtra. 
In the changing scenario the identity of 
tribals is often negated and their identity 
as human persons violated. They are 
marginalised from the benefits of 
development and relegated into the bottom 
of the social hierarchy (p 9). To study this 
issue in depth a dynamic evolutionary 
penpectiveispreferred. toother perspectives 
like a ‘descriptive’ ‘ethnic category’, a 
’colonial administrative construct' and a 
‘contemporary ideological concept'that add 
up at the moat to an operational definition 
of foe term ‘tribe’ (p 127). 

The second chapter on methodology is 
a brief but interesting discussion on how 
one must steer one's way clear between the 
horns of methodological dilemmas and 
avoid foe ‘tyranny of methodology ’ (p 32) 
when dealing with a topic like the one 
taken up in the study. A balance has to be 
maintained between ‘scientific objectivity’ 
and ‘researcher’s subjectivity’ between foe 
’etic’ (observer’s) and the ‘emic’ 

< participants’) viewpoints and between the 
’micro’(worm'seye-view)aadthe‘macro* 
(bird’s eye-view) approaches (pp 30-31). 
In this study a participatory actioo research 
methodology is honrfo out to reconstruct 
foe Kathkari profile. Hie three groups 


collaborating in the study are the 
researchers, the social workers and the 
people themselves. The open-ended 
interview schedules provide the main 
themes for discussion and reflection on 
(he respondents' perception. The appen¬ 
dices II and III help to construct the profiles 
of the II villages under study. 

Chapter Three builds up (he Kathkari 
profile from various sources. The mis¬ 
sionary perception of the Kathkaris as 
‘degraded body of natives’ and 'very 
depraved as well as debased’ (p 59) smacks 
of uncritical and unfair stereotypes laden 
with paternalistic concerns. The 
anthropological studies conducted on 
Kathkaris do the same, except for some 
insights into the heterogeneity of the 
Kathkari community and its capacity to 
adapt to changed situations (p 69). As 
against this, a historical reconstruction 
presents a better picture of the Kathkaris 
as a community based on diverse exchange 
relations having autonomy and independence 
and heterogeneous identity (pp 72-73). 

The Kathkari situation from the field data 
is described in chapter Four. While the non- 
Kathkari views of the Kathkaris vary from 
indifference to condescension, (he Kathkaris 
themselves prefer to be called ‘adivasis’, a 
term that gives them a more dignified identity 
than (he term ‘Kathkari’ which relegates 
them to subordinate economic posjjion (p 
120). The relationship of Kathkaris toothers 
is (hat of dependency, chiefly on the 
employers. However, they do not consider 
them as superior on ritual and cultural 
grounds (p 110), though they may imitate 
their practices for social mobility (p 113), 
No doubt land, wages and education are 
among foe most urgent demands of the 
Kathkaris to enhance their social status. 

The final chapter recapitulates tire 
discussion and states that according to foe 
historico-evofotioncry perspective all tribes 
have their particular histories. Endorsing an 
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SPECIAL ARTICLES 


Economic Reform and Its Impact on Poor 

SPGupta 

This paper attempts to study the impact of the economic reform measures on the poor by looking at (i) the effect 
of these measures on income and consumption in agriculture and the informal small industry sector, (it l the performance 
of safety net programmes to protect the ‘new poor' exposed to the adverse impact of reform in the short run. fiii) 
the direct and indirect effects of the government‘s social service and human development programmes in the pre - and 
post-reform periods, and (iv) the employment picture of the country in the post-reform period. The results of the study 
are mixed, but in general they show that the social costs of reform, while they may have been low as compared to 
those in many other developing countries, are nevertheless high enough to demand a corrective course. 


ANY attempt to measure the impact of 
present economic reform is deemed 
heroic. Hardly three years have passed 
since reform has been initialed. From all 
inter-country comparisons, we know that to 
capture any perceptible result of liberali¬ 
sation. most of the reforming countries had 
to wait for 4 to 5 years at the minimum. 
Further, data on major economic indicators 
in India come with considerable time lag. 
because of the country's large size and 
comparatively weaker communication 
system. This is in spite of the fact that 
transparency in information is greater in 
India than in totalitarian economies, because 
of its long standing democratic tradition. 

Even so examining the impact of reform 
at this stage has its own rationale. A poor 
country with its very low endurance capacity 
because of its poverty, unemployment and 
deprivations, needs constant monitoring of 
the social cost of any reform process: so that 
a proper corrective course could be devised 
by suitable safety net measures before the 
limit crosses a critical level. The poverty 
concentration in India is mainly in agriculture 
and the informal small scale industry sector 
Therefore, all reform measures in these 
sectors have to be scanned and their effects 
on income and consumption analysed. 

There are several alternative measures for 
ameliorating poverty and deprivation. One 
of them is the launching of specific poverty 
alleviation programmes targeted to the poor. 
The safety net to protect people who are 
likely to be exposed to the adverse impact 
of reform over the short period, called new 
poor', is another. 

Purther, the poverty and welfare of the 
people it hugely dependent on many of the 
government's social service and human 
development programmes. Some of them 
are target-oriented while others are open- 
ended. We tried to study the direct and 
indirect effects of these measure* during ihe 
pre- and post-reform period on major 
economic indicators. Lastly, poverty and 
unemployment ere closely correlated. 
Therefore, an attempt has been made to 
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study the employment picture of the country 
in the post-reform period. 

The results of our study are mixed, but 
in general, these show that the social costs 
of present reform in India, although have 
proved to be low in contrast to many other 
developing countries, are on the positive 
side and high enough to demand a corrective 
course. This correction is a 'must' if we want 
to see the present economic reform to be 
sustained and its tempo maintained. 

The present economic reform in India was 
initialed since July 1991. Its main goal is 
to improve efficiency and growth, through 
free competition i n an open market ecooomy. 
However, in similar moves initiated by many 
other developing as well as developed 
economies, their 'poor and vulnerable’ 
sections arc often seen to be adversely 
affected in the short run. primarily confined 
to the stabilisation phase of their reforms. 
These effects are often referred as the social 
cost of adjustments. In several cases, these 
adverse effects have even continued beyond 
the short run. Few however are fortunate 
enough to avoid any significant social cost 
of adjustment, explained primarily by their 
initial conditions before the reform started 
and often by launching many prudent anti- 
poverty and human development 
programmes as social safety nets I Gupta 
1993). Hardly after three years of reform, 
we observe that many of our earlier 
apprehensions regarding its likely social costs 
are now surfacing in India. 

The economic reform measures under 
liberalisation and structural adjustment in 
India can be classified into macro, meso and 
micro. They ail influence either prices or 
income, via fiscal, monetary, trade and 
administered price policies and policies 
relating to many institutional changes 
including land. In this paper, we do not 
intend to go intoall these derail* by describing 
their sequencing, pace or coverages. Every 
economic unit has a role either as ocoftstuner 
or producer or both.The impact of economic 
reforms works via income and price changes. 
The net benefits or foam to individuals. 


households, sectors or regions as producers 
or consumers measure the social costs or 
benefits of reforms. The policies are broadly 
classified into groups which are given in 
Table I. 

The impact of these polictescan be assessed 
either as a 'process’ evaluation or as what 
is known as ‘impact evaluation’. For the 
latter one has to identify the major relevant 
indicators and the methodology to measure 
(he impact. Because die p r esen t reform is 
still in its early stage, most of its effects 
could be judged only as process evaluation, 
i e. "assessment of the efficacy of the pobey 
instruments”, and not so much as impact 
evaluation, i e. effects on majordevelopment 
indicators. 

Indeed, there is a general agreement that 
a three-year period is bio short to measure 
the impact of any economic reform process. 
Bur even this three-year period is toogenoogb 
for testing the ability to wi thstan d any 
negative effects on the weaker and vulnerable 
sections of a poor society like India. 

The poor is defined in many ways in 
contemporary literature. No specific 
definition or measurement is fool-proof. 
However, the most commonly used 
measurement in India ts from the 
consumption angle, whether the money for 
consumption available to a household or m 
individual enables to buy food sa t is fy fog a 
minimum "calories- value” agreed On (he 
basis of FAO norm along with dm ml 
basket of purchase. The estate norms are 
stipulated by rural and urban par capita, 
determined by the calorie reqatemnentef m 
individtH Pgiren hes/her g e nder, ago and 
occupation to lead an active fife. 

Any study on structural wgooHneote and 
their eco nomic and social impact is an 
exercise designed for identifying cantos 
and effects. Here, we here the find list 
probl em which we fece often fo any rocs) 
s ci e n ce fody, how to estimate the partite 
derivatives in a highly heer-fetated complex 
florid; mny other nrrif4ri bcMk 

exofeiout Md fwlfuronm Sindviy* WKf 
aoggestioa to work out the i mpa ct of 
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structural adjustment, in a counter-factual 
context compared with a hypothetical 
scenario in the absence of the structural 
adjustment is equally difficult to carry out. 
In the present study, in order to measure the 
reform impact we have adopted a very 
simplistic method of noting the deviations 
of the major economic variables from the 
trend values as emerged by appropriate 
regression relation, when dummys are used 
for the structural adjustment period. In this 
we have drawn upon a study by Gaiha {1994). 
done recently for FAO. 

Macro Impact 

The impact of macro policies come via 
income and price changes. The social cost 
of these are measured by the impact on final 
consumption or employment. The income 
changes arc picked up by changes in GDP 
or GNP broadly separated in rural-urban 
sectors. The price-impacts have been assessed 
by the changes in the relative and absolute 
prices between the rural and urban sectors. 
The impact on consumption (measuring 
welfare) have been picked up in population 
decile groups, as given by NSS, separately 
for the rural and urban sectors. 

Apart from estimating the impact on 
different consumption classes on the basis 
of their relative consumption per capita, 
attempts were made to estimate poverty by 
using the Indian government's method of 
head count of the poor below and above the 
poverty line. The poverty lines for rural and 
urban sectors are defined as the minimum 
expenditure needed per capita to enable 
oneself to spend on food providing a 
minimum calorie requirement of 2.400 
calorie per capita for rural and 2.100 calorie 
per capita for urban sectors. These have been 
estimated by the Planning Commission as 
Rs 49.09 and Rs 56.64 for the rural and 
urban population on an all India basis at 
1973*74 prices. For calculating the poverty 
line, we encounter several major unsolved 
methodological differences between the 
official method (CSO or Planning 
Commission) and the approach of several 
other economists ted by Bagicha Singh 
Minas, here referred to as the NSSO method. 
Mainly their differences boil down to two 
unresolved problems: (I) matching the 
estimates of consumption levels per capita 
derived by NSS and private consumption by 
NAS. and (2) identifying appropriate 
deflators of consumption to update (he 
poverty line. 

Tables 2 and 3 .provide the poverty 
estimates by the official (CSO) method and 
the unofficial (NSSO) method. Annexure I 
presents in detail the methods and 
caietdatiom,Tabie4providw thedecilewise 
share of consumption. Table 5 provides loud 
private consumption, and Table 6 the 
adjustment factors needed to blow up NSSO 


estimates (o CSO’s aggregate consumption, 
and the poverty lines, adjusted over time by 
using different appropriate price deflators. 

From these tables one con infer that in the 
rural and urban areas there has been a 
significant deterioration in the consumption 
shares of individuals both in the lowest 
three deciles and middle 4 deciles, at the 
gain of the top three deciles since 1990-91 
(i e. a reversal of the trend observed since 
1987-88). In terms of ratios between the 
bottom three deciles and tup three deciles, 
the tables indicated a deterioration in relative 
consumption distribution over (he reform 
penod since 1990-91: thereby showing 
again a reversal from the past trend. On the 
basis of the latest 1992 NSS results, we 
come to the conclusion that since the 
economic reform of 1991 -92. the distribution 
of consumption both in the rural and urban 
sectors has deteriorated. Whether this 
observation conveys a significant income 
shift to the nch cannot he answered in the 
absence ol any income distribution 
information on decile groups. Alternatively, 
it would suggest an increase in consumerism 
among rich. 1 This relative shift is also in 
contrast to most other south Asian and east 
Asian pacific countries given in the World 
Development Report, where the shifts were 
in favour of the poor (Tabic 30). Almost in 
all south Asian, cast Asian and south-east 
Asian countries one would observe declining 
trends in the inequality parameters measured 
as a rauo of the consumption share of the 
(op 20 per cent to the bottom 20 per cent 
of the population. Although in Latin America 
no such trend is perceptible. However, the 
limitations of any such inter-country 
comparison are well recognised as concepts 
used are often very different (based either 
on per capita or per household consumption 
orincome). The time periods they cover also 
often differ. 

It is often said that the ratios of upper two 
or three deciles with lower two or three 
deciles are a somewhat crude measurement 
of inequity. Therefore this article also 
aiiemptixl to measure the Lorenz ratios for 
all the yean. We know that Lorenz ratio is 
a very insensitive parameter and any small 
change in it aignifies a large shift in ' 
distribution. Taking the NSS distribution of 
past several year%theae are estimated as: 


Year 

Rural 

Urban 

1977-78 

.336 

.344 

1983 

.298 

J30 

1987-88 

.298 

.353 

1989-90 

.278 

J50 

1990-91 

.271 

-335 

1992 

.286 

.399 


We notice that there ia a definitive 
deterioration in equity in the rural sector. In 
die urban sector there has been a mixed trend 
but 1992 shows the highest consumption 
inequality since 1977-7*. 


Coming to the estimates of poverty ratio*,, 
i e, number of poor below the poverty line 
expressed as a percentage of the total. 
Tables 2 and 3 -again show that whereas 
prior to the reform of 1991-92 the poverty 
ratios were showing a heavy inter-temporal 
decline, since 1991-92, this trend has been 
halted and even a significant reversal is 
noticed. With reference «> Table 2 (CSO 
estimates) the poverty ratios have come 
down from 51.2 per cent and 38.2 per cent 
in the rural and urban areas in 1977-78 to 
20.6 per cent und 11.5 percent in 1990-91. 
But subsequently they went, up to 22.4 per 
cent in the rural (more than 2 per cent 
increase) and 12.7 per cent in the urban 
areas (more than I per cent increase) in 
1992. If we take the NSSO estimates, which 
are based closely on methods suggested by 
the expert group appointed by Planning 
Commission, the poverty ratios in the rural 
and urban sectors dropped from 57 per cent 
to 35 per cent, and 45.9 per cent to 37 per 
cent between 1970-71 and 1990-91 bui 
moved up to 41.7 per cent in the rural and 
37.8 per cent in the urban sector in 1992 
From 1988-89. these findings are based on 
NSS thin samples. Therefore, one should 
compare carefully these estimates with ihc 
earlier ones- which were based on a full 
sample. 2 However, even when we compare 
oil the estimates available since i988-89. wc 
observe the same declining trend with an 
upward turn in 1992. The btg jump in the 
rural sector from 35 per cent to 41.7 percent 
of people hclow the poverty is a matter ot 
great concern. About the absolute number 
of poor, the historical trend showed a heavy 
reduction in number both in rural and urban 
areas. But between 1990-91 and 1992. the 
numbers are seen to rise by nearly 19.8 
million. If we lake the NSSO unofficial 
approach, the picture does not change. In 
fact, it gives a larger increase in the number 
of poor in 1992 compared to 1990-91 
(around 56.9 mil lion). As already mentioned 
these estimates arc to be taken with a caution 
but the directional changes seem to he 
alarming. The estimates made under NSSO 
method further suggest that the increase m 
the poverty ratio is mainly in the rural areas, 
with comparatively tower increase in the 
urban area. The above results again present ; 
a contrast when judged against the experience 
of east Asia and south-east Asia countries 
(Table 37). The poverty reduction in this 
region is more than twice or thrice over last 

two decades. 

Looking at the nominal wage rate* ot 
skilled and unskilled agricultural labour, 
one May be tempted to conclude that these 

have improved over the post reform period 

Bid once one makes price corrections by 

CPIAL. the real wage change* wiN show a 1 

significant decline, and even becoming 
negative for skilled labour (Table A). This 
again confirms our poverty findings. 





it it normally found Out the percentage 
of total expenditure allocated to food U 
higher In poor families. When we compare 
the NSS remit* of 1987*88. and 1992 wc 
notice that the percentage allocation to food 
over these year* has increased from 64.01 
per cent In1987*88 to 64.99 per cent in 1992 
intheniralareati. Apin, iuugpstsapossible 
poverty increase in the rural areas. Even in 
terms of physical units, i e. kg. the total 
per capita cereal consumption has gone 
down both in rural and urban areas between 
1990-91 and 1992. more so in (he rural 
sector. 

However on the positive side, it has been 
noticed that a higher percentage of 
households both in rural and urban areas 

i are now getting two square meals a day. 

, In the rural sector this percentage increased 
from 97.3 per cent (o 99.3 per cent between 
1983 and 1992 and in utban areas from 98.8 
to 99.6 per cent. This index is referred to 
as the 'hunger index'. This data suggests that 
there has been an improvement in terms of 
people's starvation level, but do not Itelp 
deducing anything about the poverty 
dimension. 

i From Tables 2 and 3. it is obvious that 

[ a lower rale ol inflation was always 

i associated with improvement in poverty 
index. Indeed the conventional measurement 
ol poverty ratios, used in this paper are seen 
to be sensitive to (a) change in real income 
per capita, (b I changes in absolute and relative 
prices, (c) the propensity to consume of 
different income classes, and td) the 
distribution parameter of consumption 
between different consumption classes. In 
the past, a declining trend in the distribution 
parameter (Loren?, ratio) and the nse in per 
capita real consumption helped in the 
improvement of poverty ratio. The 1992 
sample results therefore reflect primarily the 
effect of a higher inflation rate especially 
in the food prices (affecting more (he poor 
people) and a deterioration in the 
consumption distribution, either because at 
higher consumerism among the rich or an 
income *Wft in favour of the rich. 

Table 7 provides some explanation for 
this trend in rural poverty. The agricultural 
growth in 1992 shows no significant decline 
as given by the dummy coefficient of the 
relevant regression equation. The domestic 
term* of trade, however, went in favour of 
agriculture. But the benefits of increase both 
in the procurement and market prices 
probably were eaten up by the nse in the 
fertiliser input prices (Table 8). Besides, the 
•mail and marginal fanners have rarely a 
marketable surplus; essentially, they are all 
consumers and therefore got affected by 
the rise of consumption price*. The gross 
capital formation in agriculture in the public 
••d private aocton improved marginally 
over die refo rm period, still it is v «*y low 
compared to the 1970s, All these show that 

- • • 'a. ^ 
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profitability in agriculture may not have 
increased significantly whereas the 
infrastructural support to agriculture must 
have been much below its requirement. 


Table 8 provides the regression estimates 
of the changes in procurement prices and the 
foodgrain procurements Here also we find 
that although the procurement prices have 


Tabie A: Movements of Nominal and Real Watte Rates in Acmnst/rou. 


Skilled Unskilled 


Ycai. 

Percentage Change 
Nominal Wage 

Percentage Change 
Real Wage" 

Percentage Change 
Nominal Wage 

Percentage Change 
Real Wage 

Pre reform 
1986-87 to 
1990-91 

9.4 

1 .1 

11.8 

JJ 

Post reform 
1990-91 to 

1992-93 

12.1 

-1.6 

13.8 

+O.I 


Sourer • Agricultural Labour Report. 

"Agriculture year iuly-June 

"Deflated by price index of agriculture labour 


Table I. Stkwh'bal Adiittment Pouckx 


Type of Policy 

Macro-Economic (nsliumcnts 

Sectoral (Agricultural Instruments) 

Pricing polity 

Exchange rate 

Wage rate 

Interest rale 

(Administered) output prices 
Wage rare 

Irrigation charges 

Agricultural interest rale 

Fiscal policy 

Subsidies 

Tax rales 

Public expenditure 

Intel public investment) 

Subsidres 

Tax rates 

Public expenditure 
lincl public investment! 

Monetary policy 

Money supply targets 

Interest tale 

Credit allocation 

Taigets lor agricultural credits 
Agnc-ultural interest rare 

Trade policy 

Tanffs and quotas 

Export subsidies 

Tanffs and quotas 

Export subsidies 

Insiiluitonai reform 

Monetary management rules 
Management of parastatals 
Divestiture of public 

Marketing hoard reform 
Reductirn of \rtennedla6o« 
costs in agncutitnal banks 


enterprises 

Improved agricultural research 

Land policy* 

Cadastral surveys 

Land taxes 

Zoning 

Cadastral surveys 

Land taxes 

Land tiding 

Sale policy an public toad 
Consolidation ol scattered 
parcels 


Note. * As a pre-requisite lo land reforms, emphasis is being given lo broadening of the legal 
framework applicable in (i) consolidation and prevention of land frqnmnw. 
(ill expropriation and land transfers: (iii) privatisation of collective (and MN h nked in 
consolidation schemes: and livl land leases (duration, suspension, regm rs mem.ntc>. 
Sourer Adapted Irorn Norton (1987> 

Table 2 Oftmai Hove*tv Estimates (CSO MethooI* 

Stows Rural Urban Total Rural Urban Total bapkotMce 
Poor as Poor as Poor as Absolutes Absolutes Absolute* IMhkirNr 
Peru enrage Percentage Percentage (Million) (MiUmni (MdboM 

Rani Ultra 


1977-78 

51. JO. 

38.20 

48.30 

2529 

539 

3068 



1917 

40.40 

28.10 

37.50 

2211 

48.7 

2708 

86 

86 

1987-88 

13.40 

20.10 

29.90 

197.6 

395 

237.1 

67 

67 

1989-90 

21.7 

14.3 

19.8 

I33.t 

29.8 

1629 

80 

80 

1990-91 

20.6 

11.5 

II.7 

128.6 

24.7 

153.3 

10.1 

ittl 

1992 

2X4 

12.7 

19.9 

144.3 

28.7 

173.1 

J36 

136 


Note * Method and by PtaMmg Commssio* far estimating poverty m the Sixth and Seva * * 


Plan. Now it is di scoot fed. 

Sourer: Ptammg CtHMHttMO cttttwuei using overall adjustment factor and old sene* NAS. 


1995 


1297 






a 


-««V 

Sbr V. ' 


gone up the net procurement during this 
period has not increased. This suggests that 
the market prices of paddy and wheat 
increased along with the increase in the 
procurement prices (Tables 32 and 34). In 
1992, the consumer price index (CPI) of 
rice and whole wheat and alta rose by 13.3 
per cent, 16.8 per cent and 8.7 per cent 
against the general CPI increase by 8.4 per 
cent. This price rise is believed to have 
been triggered by the rise in the procurement 
price above 16 per cent for rice and more 
than 18 per cent for wheat. This rise has 
been further fuelled by an increase in rice 
stock by 22 per cent, thereby reducing 
market supply, although there was a fall in 
offtake by 6.1 per cent. This stock offtake 
could not therefore help in reducing the 
market price of foodgrains (Table 35) 


suggesting a failure in one of the iiujor 
objectives of the scheme. 

The fertiliser subsidy in India has become 
a major fiscal burden - amounting to I per 
cent of ODP in 1990-91. This subsidy 
consisted of two mqorconqronents: a subsidy 
to farmers, and a subsidy to the fertiliser 
industry and its suppliers. Recent measures 
include a40 per cent increase in the control led 
price of fertilisers in July 1990-91. This 
subsequently was scaled down to 30 per cent 
and Rs 405 crore were provided to the states 
to enable them to continue subsidising small 
and marginal farmers at the old rate. The 
prices of phosphatic and potassic fertilisers 
were decontrolled in August 1992, based on 
the recommendations of a Parliamentary 
Committee. The price of urea, on the other 
hand, was reduced by 10 per cent. The 


Table 3: Revised Poverty Estimates (NSSO Method)* 
(1970-71 and 1992) 


Status 

Rural 

Urban 

Total 

Rural 

Urban 

Total 

Implicit Price 


Poor as 

Poor us 

Poor as 

Absolutes Absolutes 

Absolutes 

Deflator Per 

i 

I 

u 

1 

! 

(Million) 

(Million) 

< Million 1 

Annum 








Rural 

Urban 

Full sample 









1970-71 
(June-July) 

57.3 

45.9 

55.1 

251.7 

50.1 

301.8 



1983 

(Jon-Dec) 

49.0 

38.3 

46.5 

263.3 

66.0 

333.3 

8.3 

8.4 

1984-83 
(June-July I 

449 

36.3 

42.7 

261.5 

75.0 

336.4 

7.1 

9.2 

1987-88** 

(June-July) 

39.1 

40.1 

39.3 

231.4 

78.7 

310.1 

6.6 

9.0 

Thin sample 









1989-90** 

(June-Juiy) 

33.7 

36.0 

34.3 

206.7 

75. t 

281 8 

7.6 

7.0 

1990-91** 

(June-July) 

33.0 

37.0 

35 5 

2184 

79.5 

297.9 

II.1 

13.8 

1992** 
(Jan-Dec) 

41.7 

37.8 

40.7 

269.0 

85.8 

354.8 

12.3 

8.9 


Notes-. * Bated on 'Declining Incidence of Poverty in the 1990s' by B S Minot and others, EPW 
July 1991 and‘Poverty in India . 1970-71 to 1988-89,’ by Surest DTendulkar and others. 
ILO. December 1993. 


** Estimates based on all India size distribution of PCTE and 1973-74 poverty line 
adjusted by CPIAL for rural and combined index of CPIW and CPINM for urban 
areas, since 1987-88 


Table 4: Decile-Wise Share or Consumption 


Kwai_ Urban 



1987- 1988- 1989- 1990- 1991 
88 89 90 91 (July 

Dec) 

1992 
• (Jan- 
Dee) 

: 1987 
88 

- 1988- I9S9- 
89 90 

1990- 

91 

1991 

(July- 

Dee) 

1992 

(Jan- 

Oec) 

0-10 

4.00 

409 

4.12 

4.15 

4.16 

405 

3.38 

3.45 

304 

3.38 

3,25 

3.30 

10-20 

5.33 

5.40 

5.52 

5.43 

5.62 

533 

4.58 

405 

4.55 

4.76 

4.35 

438 

2tT30 

0.24 

622 

6.36 

6.38 

6.01 

6.22 

5J7 

5.53 

5.43 

5.60 

539 

5.37 


15.57 

15.71 

16.00 

15.96 

15-79 

1500 

13.33 

1303 

1300 

13.74 

12.89 

13.17 

10-40 

694 

6.99 

7.15 

7.39 

704 

7.00 

6.12 

6.42 

632 

6.42 

601 

6.16 

♦0-50 

7.75 

7.82 

7.87 

8.22 

8 10 

7.95 

7.11 

7 38 

7.18 

7.29 

7.09 

709 

50-60 

8.77 

8.72 

8.97 

9.04 

8.64 

9.0B 

825 

8.49 

(.21 

862 

7.98 

8.56 

50-70 

983 

10.14 

W.42 

1015 

10.16 

9.89 

9.58 

9.96 

9.47 

1008 

1.99 

9.89 


3329 

33 67 

34.42 

34.10 

33.94 

33.92 

3106 

32.25 

31.08 

3201 

30.07 

31.70 

T 0-80 

1163 

11.55 

12.29 

12.05 

10.84 

1139 

11.54 

11.79 

1133 

11.89 

ItOI 

1102* 

10^0 

1423 

1426 

14.24 

14.62 

1339 

14.63 

15.11 

15.19 

1436 

14.93 

14.96 

1532 

moo 

2528 

2481 

2305 

22.57 

2604 

24.2* 28.92 27.14 

2933 

2701 

>107 

28.19 


5114 

50.62 

49.59 49.24 

50,27 

50.48 

3501 

54.12 

5502 

5185 

3704 

55.15 


limn* Cmsame r FtpendOarr end Emp l o ym en t Surrey. NM, 1992, 


retention priding system was abolished for 
phosphatic fertiliser producers, but was 
continued Jqrurea plants. Subsequently, the 
central government provided Rs 340 crore 
to enable the states to subsidise phosphatic 
and potassic fertilisers at the rate of Rs 1,000 
pa tonne. But by netting all pluses and 
minuses, we get a significant decline in the 
fertiliser subsidy.' This has affected the 
‘surplus' of the farmers, resulting in a loss 
in income and often reduction in fertiliser 
use and fail in production. Betides thcfailure 
to reduce the subsidy on domestic urea has 
distorted relative prices. The prices of 
phosphatic and potassic fertilisers have 
moved close to world prices, while the 
domestic price of urea remained only about 
half of the c i f price. Predictably. the demand 
for non-nitrogenous fertilisers has declined, 
whereas that for urea has increased 
significantly. The long-run implications of 
overuse of nitrogen may be serious. 

The maximum power tariff in rural areas 
in India is 50 paisc per kwh. compared to 
the long-run marginal cost of over 150 paisc 
per kwh. Some states have a zero user charge 


Table 5: Total Private Consumption 

(Rs cnire I 


Year 

Current 

Prices 

(NASl 

I9HO-8I 

Prices 

Rate of 

Inflation 

» 

1987-88 

224061 

135120 


1989-90 

290072 

149738 

16.9 

1990-91 

331896 

155641 

10.1 

1991-92 

383835 

158428 

136 

1992-93 

424555 

160392 

9.3 

1993-94 

479586 

166833 

8.7 


Source: NAS. 1994. 


Table 6: Poverty Line (Adjusted ry CSO 
Consumption Deflator) 

tKi per capita per month) 



Rural Urban 

Adjustment 



Factor 

1987-88 

1.31.8 1521 

1.22 

1988-89 

142.5 1643 

1 33 

1989-90 

153.9 177.7 

1 .34 

1990-91 

169.5 1950 

1.39 

1991 (July-Dee) 

192.6 222.2 

1.32 

1992-93 (Jan-Dee) 

2400 

1.43 

Poverty La* 
(Anrusno uvCPf) 



CPt-AO 

CTI-IW* 


LAB CPIUNMEMP 


Rural 

Urban 

1917-81 

1150 ' 

165.6 

1988-89 

1380 

178.7 

1989-90 

1330 

119.9 

19*0-91 

1410 

3133 

1991 (July-Dec) 
1992-93 (Jao-Dec) 

179.3 

117.1 

2440 

2552 


rtmRi 49.D9J9 nmtwtf «*5604 in utbm 
Imre bran Mm* dsflamo 
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for wral power. The subsidies are not 
su»uin*We financially and a phased 
elimination is necessary. But again my action 
on this is likely to affect agricultural 
production further, unless compensated by 
, m provement in technology and management 
and executing the reduction selectively by 
protecting the poor farmers. Besides, in the 
agricultural sector there are still several 
regulations and practices which continue 
to hamper the efficient functioning of 
domestic markets and production. These 
comprise of octroi charges, levy prices for 
items such as rice and sugar, production 
controls and other constraints imposed by 
public sector monopolies, and disincentives 
of different kinds hi private investment in 
agio-processing and marketing. Regarding 
the role of PDS in subsidising the poor, its 
ofltake declined over this period primarily 
because the rise in PDS issue price was as 
high or even higher than the nse in CPI 
(Table 33). 

It is feared that because of higher fertiliser 
prices, the consumption of fertiliser went 
down in many states as revealed by a 
specific survey conducted by Gaiha. It has 
been found that the fertiliser consumption 
per hectare in Andhra Pradesh and in 
Maharashtra went down during the structural 
adjustment period. (Tab)e 9). Over the same 
period the toodgrain production also went 
down significantly consequently aggravating 
the poverty, measured by the head count 
trom 59.5 to 62 per cent in Maharashtra and 
62.8 to 66.6 per cent in Karnataka. But. the 
poverty threshold assumed in this study 
seems to be much different tinm the 
assumptions used in the official Planning 
Commission document In this study 
(Gaiha 19941 the assured poverty threshold 
has been Rs 180 per capita per annum (at 
1960-61 prices). Another measurement of 
poverty that has been used by Gaiha is the 
share of food expenditure in household 
income. Here it is observed that the share 
of food lo total expenditure has gone up both 
in Maharashtra and Karnataka, suggesting 
an improvisation in thcirconsumption levels. 

The above analysis is however 
handicapped by the fact that these results 
pertain to as early as in 1992. To make the 
assessment for future impact, some recent 
data on broad macro-economic indicators 
(CSO quick estimates) arc now available up 
lo 1993-94. The oitmaicd average 
agricultural growth over these two years was 
not unsatisfactory. More disquieting 
feature at the macro level was the heavy 
decline In investment growth especially in 
the agriculture, both in the private and 
public aectorx. a fall in the household saving 
•ad a heavy decline in spending on some 
of the poverty alleviation programmes For 
1993-94, these disquieting feature* have 
aggravated, e g the increase in market 
price of fcod and its procurement price were 
seen to acce l e rat e. The growth rate of GDP 


T«u. 7: I*»att or SwucnitUL AmumetMT on AoataiL-nus/RutAt. Scaiw in )nua 

Indicator Constant Time Time 2 D Pirn Order R’ Sample Period 

Auto¬ 

correlation 

Coefficient* 


Production 

Agricultural GDP 10.584 0.012’ 0.001 • -0.045 

at Factor Cost (313.078) (1.074) (2.235) (-0.908) 

(1980-81 prices) 

Capital Formation 

Gross Fixed Capital 3.230 0.079*• -0.003 0.128** 0.503* 
Formation in Agn- (85.598) (2.795) (-1.753) (0 884) 

culture (private 
sector) (Both in 
Rs croft at 1980-81 prices) 

Other Indicators 

Domestic Terms of Trade 

(Industry/Agri- 4.587 -0.318* 0.293* -0 110* 

culture) (95.2) (-1.484) (1.420) (-1.729) 


0.941 1970-92 Dummy » 

1991 92 and 
1992-93 

0.87) 1970-91 


0.185 1970-91 


'Nmes ■ All regressions were run with the indicators in natural logarithmic form. D is a dummy variable 
that takes the value I for 1991 and 1992. and 0 otherwise. Figures in parentheses are l-values. 

* Denotes significance at the 5 per cent level. 

♦* Denotes significance at the 10 per cent level. 

4- Denotes weak significance (at the 20 per cent level). 

* Included if a Durbin-Watson test indicated such correlation 
Stniri f, Kaghav Gahia: Report to FAO (1994). 


Tabu; 8: turner <*• Structural Adjustment on Form 
Production. DtsTwatiioN and Prices in Inwa 


Indicator 

Constant 

Time 

Time 2 

Production. Procurement and Availability 


Foodgram 

11.777 

0 009 

0.002 

production 

OMH) tonnes) 

((93 4321 

(0 410) 

(0 882) 

Net procurement 

2.494 

00.45 

-0 002 

of foodgrains 

(16.153) 

(1.454) (-0 056) 

(million tonnes) 




Public distribution 

2.535 

0.006* 

-0.004* 

of foodgrains 

(29 902) 

(2.517) (-2.119) 

(million tonnes) 

• 



Prices 




Wholesale food 

4 679 

0022 

0004 

price index 

(124.108) 

(1321) 

(2.491) 

<1981-82= KIO) 




Procurement price 

3 872 

0.071* 

-0 001 

of paddy (Rs per 
quintal) 

(89 694) 

(7.789) 

1-0.538) 

Procurement pnee 

4.292 

<1.055* 

-0 001 

of wheal (Rs per 
quintal) 

(87 5891 


(5.367) 

Wholesale price 

4.437 

0.130* 

-0.003* 

index of 

(42.987) 

(6 045) 1-3.677) 

fertiliser 
<1970-71 - 100) 
Consumer price for 

2.356 

0023 

0.0 

agricultural 
labourers 11960- 

(2.226) 

(1.260 


61 = 100) 





D 

First Order 
Auto¬ 
correlation 
Coefficient# 

R 2 

Sample 

Period 

-0.082 

(-1.00) 


0770 

1980-92 

Dummy 

1991- 92 and 

1992- 93 

-0.226 

(-1475) 


0.527 

1980-93 

Dummy 

1991- 92 and 

1992- 93 

0 215* 
(2.556) 


0554 

1980-93 

Dummy 

1991- 92 and 

1992- 93 

0.077 

II 542) 


0986 

1982-92 

Dummy 

1991- 92 and 

1992- 93 

0.156* 

(2.460) 


0984 

1970-72 

Dummy 

1991- 92 and 

1992- 93 

0.284* 


0.969 

1970.92 

(-0458) (3 940 


Dreamy 

1991- 92 and 

1992- 93 

0403* 

(2.654) 


0878 

1970-92 

Dummy 

1991- 92 and 

1992- 93 

0.023 

0.558* 

0.969 

1969-92 

(0.292) 

(2.708) 


1991- 92 and 

1992- 93 


Notes: All regressions were ran with the mdieaaors in natural logarithmic form O is a d u m my 
variable that takes the value t for 1991 and 1992. and 0 otherwise Figures in parentheses 
are t-values. 

* Denotes significance « die 5 per cent level. 

** Denotes significance el the 10 per ccnttevet 

4 Denoses wauk s ig n i fi ca nce (at the 20 p et c ent tevri). 

• Included if a Pnhin-Watsou test indicated such cotref an o a 
Sourr. Raghav Gehia: Report to FAO {1994) 
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at constant market price is seen to decline 
further in 1993-94. All this suggests that the, 
picture on poverty and consumption 
distribution may not show a significant 
improvement in 1993 NSS full sample. But 
on the positiveside.^sr 1994-95 the advance 
estimate of CSO gives a growth rate of 5.4 
of GNP at factor cost. Also many of (he 
central government's poverty alleviation 
programmes and social expenditures 
generally are showing sign of recovery. But 
at the state level no sign of improvement 
until now is visible. 

Effects on Employment 

Lastly in identifying any country's social 
cost of structural adjustment, one of (he 
major costs appears as loss of jobs resulting 
in higher unemployment especially in ils 
early contractionary phase. Analysis of 
employment and unemployment in India is 
seriously handicapped by an almost absence 
of any comprehensive weekly, monthly, 
quarterly or even annual da ta on employ mem 
and unemployment The National Sample 
Survey has started estimating employment 
and unemployment for the whole country 
on an annual basis since 1989-90. The other 
major source is the decennial census. Bui 
the reference period, concepts, definitions 
vary from one source to another. 

While the labour force has continued to 
grow in absolute numbers, the rale ol 
growth showed a marked decline in ihc 
1980s. The annual growth rale fell from 2.5 
per cent or more (hiring the 1970s and early 
1980s to 1.4 per cent between 1983 anil 
1987-88. The decline ingrowth of the labour 
force (despite a more or less constant rate 
of growth of population) is attributable 
mainly to a fall in the labour force 
participation rate. 

In the wake of the present economic crisis. 
India introduced a programme of thorough 
going reforms in 1990-91 ranging from 
short-term stabilisation measures to longer 
term structural adjustment measures. What 
are the effects of these developments on 
employment? Employment growth in 
agriculture is unlikely to have been affected 
much as fortunately the absence of drought 
has made possible a sequence of good 
harvests throughout the stabilisation period. 
But from recent NSS rounds some 
deterioration since 1990-91 is noticeable. 
On the basis of usual status, there is a 
declining trend in the unemployment rate 
between 1977-78 and 1990-91 for males and 
females both m rural and urban sectors 
(Table 18). But between 1990-91 and 1992 
an increase is observed in all cues. On the 
basis of the current weekly status however 
a mixed result is observed. For example for 
males some i m p ro vement in urban areas, but 
none in rural areas is noticed; whereas for 
females there is an improvement ia the rural 
area although a deterioration in the urban. 





Thus, in general, there is the intUcafion that 
rural unemployment has increased..since 
1990-91. This should he assessed against the 
trend of a declining rate of unemployment 
since 1977-78. In myopinton.it corroborates 
with NSS poverty results. 

Referring to Tabic 19. we notice (hat 
over the same period the percentages of 
secondary and territory employment in the 
rural sector declined. Whenever there is a 
lack of activity, rural labour mostly move 
to agriculture. This again in some sense 
corroborates our cariicr findings that under¬ 
employment might have increased in 
agriculture. The same table shows that in 
urban sector more activities have been 
generated tor secondary and territory sectors. 
Again this conlorms a comparatively better 
poverty picture in the urban sector. Does this 
mean that rcccni reform is bypassing the 
rural sector'/ It is interesting to note that 
almost over the same period casual labour 
is increasing and more so m the urban sector 




(Table 30k In terms df healthy empteymei 
this again does not teem to be a good stgi 
Employment in the organised induxtrit 
sector may not have been affected very muc 
given the inflexibility of employment m 
large segment of the sector, but certainly hi 
not grown since output has stagnated. 

As wc can see ’from Table B. th 
employ merit growth of the organised xecto 
in the post reform period, remained almoi 
stagnant (with a marginal decline from I. 
per cent to 1.3 per cent per annum). Thi 
happened because when the public sectr 
employment declined, it has been part) 
compensated by higher private seen: 
employment. 

jn general therefore, it is feared that it i 
the rural non-agncultural and urban inform) 
employment which has suffered the grcaie: 
burden. It is well known that growing puhli 
expenditure was in the pasi mainl 
responsible for rapid employment grow: 
in the rural non-agricultural sector in th 


Table B: Employment Ini ukase in the Ohoanispii Stun* 

(m loktr 


Years 

Increase 

ill no 

Public 

Percentage 

change 

Percentage 
change 
pre and 
post reform 

Increase 
in no 

Private 

Percentage 

change 

Percentage 
change 
pee and 
post reform 

Total 

Fcrcentag 

change 

811 


1 

1 

i 


1 

1 

82| 

973 

13.1 

1 

M.57 

l.l 

1 

1 

8.3) 


) 

) 

1 


1 

1 

84 

4.12 

2.5 

1 

-2.6 

-2.7 

1 

1 

85 

4.01 

2.4 

12 2 

-0 37 

-0.5 

10.3 

JI.6 

86 

4 14 

2.4 

1 

065 

-0 1 

1 

1 

87 

3.40 

1.9 

1 

- 0.1 

+0.8 

1 

1 

88 

296 

1.6 

1 

0.28 

0.4 

1 

1 

89 

1.23 

0.7 

) 

0.61 

2p 

1 

1 

9(1 

3.28 

1 7 


1 29 

1.7 



91 

2 85 

1 6 

It 2 

0 95 

1 3 

11.9 

IM 

M2 

1.53 

OK 

1 

269 

26 

1 

1 


Stiuri r hiwimm Sune\. 1995-96 


Tabic V. Impact i» Sikutiwal AwiNTMMvr on Franusuc Consumption at Stati: icvei 


Indicator 

Constant Time 

Timtr D 

First Order 


Sample Penn 





Auuv 






Correlation 

Coefficient# 



Fertiliser 

3.737 

(1.07(1* 

03X12 -0.238* 


0.890 

1979-92 

consumption per 
hectare in 

(30 152) 

11 625» 

(0.5.31) (-1.423) 




Andhra Pradesh 
•kg) 

H 






Fertiliser 

3 051 

00)6 

0.006** -0.365* 


0.907 

1979-92 

coMwmptioe per 
hectare in 

(25 403) 

(0.3891 

(1.935) (-2.253) 




Maharashtra (kgt 
Fertiliser 

3.345 

It.OHH* 

-01X11 -0085 


0.880 

1979 92 

consumption per 

11.0.36) 

-40.056) 

•40.005) 




hectare in Karnataka 






tkgt 








Notes AUregrawlrew were nwwtri the iathcaiow hr aatnnlloganthmie form. Otsa d eiawi y variafrli 
that takes thr vafac I for IWI and (992. and 0 otherwise. Hgtnee ia pwent ha ses amt- vahr> 

* Demon r^Aeaace at the 5 eer cost level 
•* Deane* Mgwficenoe at the 10 per own level. 

* Nat mcrinted taice s Dtnbtn- We WB n t ew dht aot n it ra t e r at h nerel a h na 
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IlffOs.iflatfudyby SudiptoMondlc(IW3) 
M the empteyinent effect* of stabilisation 
an attempt he* been made to project the 
medium term impact of the stabilisation 
programme on open unemployment with 
the help of NSS survey results. Table 22 
provides the picture of unemployment. In 
order to project the labour supply, the 
1987-88 NSS estimate of usual status 
labour force participation rate (LFPR) of 
42.1A per cem has been applied to the 
estimate* of population for the years 
l99l-92to 1993-94. The population growth 
estimate of 2.11 per cent per annum is based 
on the 1991 census results. The estimation 
of the demand for labour has been based on 
the employment elasticity ot output which 
in turn is calculated by comparing rates ot 
growth of usual status employment and real 
output between different NSS survey years. 
An elasticity of (1.34 observed under NSSO 
rounds for the period 1983-84 to 1987-88 
has been applied to the relevant rues of 
output growth tocnniputc the corresponding 
lilies of cmploymcnl growth in different 
years. The difference between labour supply 
and independently estimated labour demand 
yields the estimate ot open unemployment. 
The unemployment rate in (his exercise 
shows a rue to around 6 per cent next year 
and elimb towards 7 per cent in 1993-94. 
in absolute terms the additional unemploy¬ 
ment created on account of stabilisation 
would amount to about 10 million persons 
out of a total unemployment pool of around 
25 million persons. According to the same 
study, much of the reduction in employment 
attributable to stabilisation is likely to occur 
in the unorganised segment ot non- 
agrtcultural economic activities or the 
informal non-agncultural sector. Looking 
back, we rind, the growth estimates ot 
Maodal's study in he significantly different 
Irom actual. But the overall growth over this 
period has worked out to be very close. 
Accordingly the unemployment estimates 
of this study may he suffering from some 
upward bias. The prospects of growth tor 
1994-95. however, are much better. 

Finally, the income and consumption of 
individuals and groups also gel affected by 
the government's credit policy. The central 
governm en t often used target oriented credit 
policies directed towards specific sectors or 
income classes. Since the initiation ot reform 
from 1990-91. the iraul disbursement of 
agricultural credit sector has gone up from 
5.1 per cent between 1985-86 and 1990-91 
to around I5t5 per cent between 1990-91 
and 1993-94. This proves that credit support 
to the agricultural sector has increased 
significantly since the present reform has 
h«» initiated. As most of the poverty lies 
in the agricultural sector, this is definitely 
a healthy sign The credit co-operative 
societies iuMutid (heir agricultural credit 
rigniriemaiy from 0.5 per stmt per annum 


to 29 per cent per annum between 1985-90 
and 1993. This indeed is a hg jump but the 
rural credit by commercial and regional rural 
honk* in contrail showed a marginal decline. 

PntFOUMASKi; O Smaij.-Scam; Immistky 

Another macro policy area where the poor 
and low income strata are affected is the 
small-scale industry sector. A separate policy 
for small scale and liny sector has been 
announced by the Indian government for the 
first time on August 6. 1991 in tunc with 
the overall policy ol economic liberalisation. 

This policy statement widened the 
investment limit for the tiny sector, removed 
its locational restrictions and recognised 
business and industry related services as 
small-scale units at par with the tiny units. 
The scope and definition of women 
entrepreneurs have also been widened. The 
Committee for Approval of Electronic items 
has been disbanded and restriction on 
manufacture of items earlier banned in the 
small scale (SSI> sector has been removed. 
State governments have been asked to recti) y 
procedures and issue detailed guidelines on 
simplification of registration ot SSI units. 
SSI units which employ less than 50 workers 
with power and 100 workers without power 
have been exempted from licensing. The 
interest on Delayed Payment sio Small .Scale. 
Ancillary industrial Undertaking' law has 
been enacted provisioning lor penal micrcsi 
tor delayed payments to SSI units against 
the receivables. Twenty four per cem equity 
participation in the SSI sector by other 
industrial undertakings have been allowed. 


Other administrative reforms include 
rimpliilcatiot) ol procedures, environment 
clearance and streamlining of inspection. 

The NCAER (1993) has expressed the 
view that deltcertsing and deregulation ot 
large-scale industries and reducl ion of tmpun 
duty may adversely affect the small-scale 
industries. It mentions a study by the World 
Bank (1991) of five countries viz, Pakistan. 
Sri Lanka. Indonesia. Ecuador and Mexico. 
The study reviewed the impact of 
deregulation and trade liberalisation and did 
not rind the impact on the small and medium 
scale industries in these countries viable. 
The process of adaptation and competition 
with the domestic and foreign firms bos 
proved much more disruptive for small and 
medium industries vis-a-vis large-scale 
industries. 

The EDI (1993) surveyed the impact ot 
reform on small-scale industry and found 
that competition had grown because of: (at 
the general recession which adversely 
affected industry during 1991-92: lb) The 
cut in budgetary support to public sector and 
liberalised import of capital goods which 


Tabu 12 Com»a«aiivi.C«<i»th Ratos i* 
Sim i. St'Mf. Skilw asp Ismstwai. Strait 
fbrfcim 



Industry 

SSI 

1989-90 

8.6 

11.7 

199(1-VI 

*1 

X6 

1991-92 

Oft 

XI 

1992-91 

21 

5.6 

J991-94 

41 

7.1 


Stmrt t Ministry of Industry 


Tauu 1(1. ttamastAscL of Smali. Scmj Straw 's 
Hut- ani> Hn\-T-RtFrwM Pi le, * 



Nn of Linus 
tin Lath) 

Production ai 

C urnrm Price* 
(ks Cnifcl 

EnipluyuAiii 
(In Lakh) 


Exports 

(KxCrarei 

19X7-88 

15,83 

K7U8I 

107 001 



4172.96] 


1988-89 

17.12 

106401) 

11.1.00 



5489.611 

mperoent 

1989-90 

18.21 

1.12120 

119.60 


5 4 per cent 

7629.241 


1990-91 

19.48 

155.140 

125 30 | 



9664.15] 


1991-92 

82 

178699 

129.80 



13883 40] 


1992-91 

22 15 

209100 

114(16 


16 per cem 

17784 82 

15.4 per eeM 

199194tPl 

21 84 

216525 

1.1918 



24(8X1(10 

--- - 


Note (Pi = Pmvimmal 
Sounr IK'SSI 


Taiui 11: Tutu -Yfmu v A*u«* of Pkl-Rehwm am> Wwi-Rehwm PumwMAMCs 
Inuh atiws of Small Stall Surma* 



No of Units 
(in Lakh) 

Production at 
Current Price* 
(RsCrorcl 

Employ man 
rltnUUil 

EspMi 

fltsQON 

Average of 

1987-88 W 1989-90 

17.06 

l(W>73 

11300 

5830.(8 

1990-91 

19.48 

155.340 

125.10 

9*6* t; 

(Year of relorm) 
Average ot 

1991-9210 199.1-94 

• 22 34 

208175 

134.41 

1855618 

Mae: * CnmpuUWMK front TaMt It*. 
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adversely affected the large-scale sector and 
the demand tor products of SSI units ami 
anciUnncs I rum the big units. The devaluation 
of the rupee has hIso made imports costly 
leading to increase in the cost ot pnxJuction. 
making (hem internationally less 
competitive. Increased competition has 
reduced the level ot sustainable protil margin 
of quite a few small 'units. 

The respondents felt that during the post- 
reform period it became increasingly di iTieult 
for small and tiny entrepreneurs to gel 
adequate and timely credit. Rank officials 
reportedly mentioned that after the banking 
reforms the banks become more market 
driven and went after the objective of 
maximisation ot surplus. They preferred 
relatively bigger units to meet the priority 
sector quota since the cost ot servicing wou Id 
be less. Because of the high rate of interest, 
the smaller among the small was finding it 
difficult to service the debt. The default rate 
accordingly went up. 

A comparison between pre-rclorm and 
post-reform performance of the SSI sector 
conducted by M Bhattacharyu can only give 
some indication about the impact ol 
liberalisation on small-scale sector Since 
the number of observations tor the post- 
reform period being very few. a statistically 
meaningful comparison between the pre- 
reform and post-reform trend values were 
not possible. Table 10 brings out how various 
performance indicators behaved during the 
period 1987-88 to 1993-94. Table 11 shows 
the pre-reform and post-reform three years 
averageof the performance indicators shown 
in Table 10. 

Tables 10 and 11 show that there has been 
almost no decline in the performance of the 
SSI sector in the post-reform period. This 
performance has been achieved even when 
the industrial sector as a whole was witnessing 
a deceleration in the rate of growth. The 
comparative growth figures are shown in the 
Table 12. 

The same table showx that the process of 
recovery in Industry and in SSI in particular 
started from 1992-93. The rate of growth for 
the industrial sector as a whole has registered 
a growth of 7.8 per cent in April-June 1994. 
The capital goods sector which was 
languishing has shown signs of recovery and 
registered a growth of 18.3 per cent during 
the first quarter of 1994-95. The rate of 
growth figure for SSI sector for (hit quarter 
is not available. However, with the recovery 
of the industrial sector, it is expected that 
this sector will also benefit through the 
linkages. 

The demand for credit from the SSI sector 
is more than the supply. The Nayak 
Committee examined the credit need of the 
SSI sector and stipulated a norm of 2<>per 
cent pf the annual turnover to be provided 
by way of working capital. Going by this 
norm, there exists a huge credit gap in this 



sector. Looking at the supply of credit one 
does not find any indication of failingderrumd 
for credit from the SSI sector as apprehended 
in the EDI study. Table 24 presents credit 
to SSI sector tram the public sector banks. 

Mk*o Impatis 

Apart from the macro policy impact, 
there arc other policy implications for 
poverty which come from the direct micro 
policies implemented by the government, 
indeed there are several specific target 
oriented poverty alleviation programmes 
which are initiated by the centre and mostly 
executed jointly with the states on the basis 
of 80:20 financing. The cent rally-sponsored 
programmes are the Integrated Rural 
Development Programme (IRDP), TRYSEM. 
Development of Women and Children in 
Rural Areas (DWCRA), the National Rural 
Employment Programmc(NREP). the Rural 
Landless Employment Guarantee 
Programme (RLEGF). Jawahar Rozgar 
Yojnna(JRY) and the Employment 
Assurance Scheme (EAS). Table 13 gives 
the financial and physical progress under 
IRDP before and after the reform period. It 
is clear that the expenditure on IRDP has 
gone down from 1990-91 to 1991-92 and 
1992-93. It fell from Rs 744 3 erore in 
1990-91 to Rs 666.2 crorc in 1992-93: The 
latter year corresponds to our latest NSS 



household consumer and employment 
survey of 1992. It shows a decline around 
S per cent per annum in nominal term and 
by more than 15 per cent per annum in real 
terras from 1990-91.This resulted inadecline 
in the number of families assisted by 25 per 
cent per annum over (his period. The 
expenditure in 1993-94 however witnessed 
an improvement by more than 35 per cent 
in nominal terms, although much less than 
the Plan target. But the data for 1994-95 
(up to November 1994) does not show any 
further improvement. Over the first eight 
months, families actually assisted went down 
by 9 to 10 times. A recent concurrent 


T ABir 15 CemnAL Goveunment Plan 
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Actual 

Constant Prices 


(Rs Million) 

1980/81 
(Rs Million) 



Index 


1989-90 

6485 

3194 

too 

1990-91 

6772 

3010 

942 

1991-92 

7454 

2923 

91.5 

1992-93 

8412 

2983 

934 

1993-94 

11069 

- 

- 

1994-95 (B E> 

13176 

- 



Hole ■ Actual values arc deflated with the GDP 

Deflator the series on IheGDPDcAatom 
only available up to i 902-9.3. B E stands 
for budget estimate. 

Source: Expenditure Budget, different years. 


Tabu 13. Pmxistss on IRDP ovhi Sixth and Stvi rroi Plan 


Period 


Allocations 
(Rs Crorc) 

Expenditure 
(Rs Crorc) 

Families id 

Be Assisted 
(Lakh Nos) 

Families 
Assisted 
(Lakh Nos) 

.Sixth Plan 


1766 81 

1661.17 

150.01 

165 6 

Seventh Plan 


3000.27 

3315 82 

160.35 

181.7 

Annual Plans 






1990-91 


747.31 

809 49 

13 71 

28.9 

1991-92 


703.61 

773.09 

22.52 

25.3 

Eighth Plan 






1992-93 


666.22 

693.08 

1875 

20.7 

1993-94 


1093 43 

935.91 

25 73 

25 4 

1994-95 


1098.22 

170.57 

21 15 

99 

(Up to November 94) 





Total 


9075 87 

8379 13 

422 22 

457.5 

Sonne ■ Planning Commission (1994) 






TaSU! 14: PUKMESS UN TxYStM 



Period Plan 

NooLYouth No of Youth 

Nt» of Youth 

No of Youth 

Total 


to be Trained Trained 

Self-Employed 

Employed 


Sixth Plan 

1009440 

IOI4695 

478.396 

102097 

580493 

Seventh Plan 

NA 

997960 

464036 

131096 

593132 

Annual Plans 






1990-91 

425314 

3.36177 

113785 

41493 

163278 

1991-92 

425314 

307044 

11V9.W 

. 47459 

167418 

Eighth Plan 






1992-93 

300000 

275993 

99334 

42058 

141392 

1993-94 

350000 

304000 

107319 

42711 

1302.30 

1994-95 

322311 

109000 

31979 

7635 . 

39614 

(Up to November 94) 





Total 

2132379 

. 3203304 

1429008 

414349 

1*39357 
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Tabu: 16: Cekt*I: and Statw ExrtNomatf. 1984-85, 1989-90 ano 1993-44 

• t Ns i rt*re til curmtt uxtriv i //ru i 




Human development 2146 

High income Mam 
Middle income (tales 
Low income Mam 
Special category Hate* 

Total* 

Of which 

a) Education, sports 454 

youth welfare, etc 

High income states 
Middle income states 
Low income states 
Special category stales 

Total* 

b) Health and family welfare, 
water supply, sanitation 
housing and urban 
development 

High income stales * 

Middle income stales 
Low income states 
Special category states 
Total* 

Economic services 

High income stales 
Middle income states 
Low income states 
Special category states 
Total* 

Of which infroMructurc 

High income states 
Middle income states 
Low income states 
Special category stales 
Total* 

Subsidies other than 
food subsidy 
Transfer to states 
from centre 
Defence 

Interest payments 

General services 

Of which interest payment 
by die sum 

Repayment of loam of the centre 
by the stales 
Others 

Total expenditure 

High income states 
Mittfe income states 
Luar income states 
Special category sines 
Of which 
Capital account 

High income states 
McMe income Mates 
Low iocome stales 
Special category stales 


29|0 

51674 

(15.5) 


14881 

<14 01 


1076 


12021 

(7.91 


6820 
115 91 


2937 

16283 

7136 
(15.11 
6050 
(24 01 
2191 
(2.3 01 


Centre _ _ States 


1989-90 

199.1-04 

1984415 

19K9-90 

Percentage 

Increase 

1993-94 

Percentage 

Increase 

4762 

8.174 






(17,3) 

(!5,2l 







* 

2789 

5945 

<16 3) 

8811 

(103) 



4410 

8319 

tl3 5) 

14836 

(I5.h) 



.3810 

8395 

(17 li 

13267 

(121) 



985 

2143 

(lh.8i 

3234 

tit* K) 



12014 

25188 

(160) 

40251 

(1241 

1549 

2457 






(27 8) 

(12.2) 








1448 

3201 

(86) 

4827 

(IIIXi 



2061 

4427 

116 5) 

8085 

(16 2i 



1936 

4786 

(19.8) 

7203 

(10 81 



447 

998 

1174) 

1712 

(144) 



W2 

13835 

(18 6) 

22102 

(12 41 


1607 

3.319 






(8 4) 

(I99l 








752 

1234 

(10 4) 

1936 

(119) 



984 

1846 

(134) 

VXN 

(130) 



1101 

1954 

<12 2i 

2581 

(7 2) 



330 

64(1 

(14 2) 

904 

(901 



3180 

5962 

(134) 

.9347 

(119) 

17544 

22245 






(6 1) 









3512 

6596 


9519 




3654 

6552 


11753 




4438 

7434 


13051 




1107 

2224 


3317 




12756 

23321 

(128) 

385 r 

.134) 

14252 

(7763 






(5 7) 









3415 

6294 

113.0 r 

9250 

(10.1) 



3440 

5914 

(114) 

10808 

(16.3) 



4132 

6929 

<10.91 

12072 

(14.9) 



1019 

1989 

(14 3) 

.30.37 

>112) 



12016 

2/534 

(12 3.' 

36002 

1)44** 

7998 

72(81 


- 


- 


(22 21 

(-2 7) 






.31164 

41156 

- 

- 


- 


(13 9) 

(7.2) 






14416 

2(5(8) 

- 

- 




(1051 







17757 

.17500 

- 

- 


" 


(20 5) 







6176 

9621 

8)33 

19761 

(19 4) 

38293 

(1*0) 

ill 7l 







- 

- 

2467 

763.3 

(25.4) 

16859 

(21.9) 



2330 

3.341 

(7 8) 

4699 

(8.9) 

6341 

17904 

4624 

5171 


9527 


106160 

165500 

39857 

76782 

(14.0) 

1.M287 

(144) 

III.7) 


10372 

19590 

(136) 

31639 




12813 

23604 

11.3.0) 

40262 




13154 

25721 

(14.4) 

45394 




3187 

6683 

(20.3) 

10981 


28698 

33648 

11508 

16565 

(7 6) 

26201 

(121) 

(4.1) 









.3089 

4237 


6360 




groO 

4405 


6845 




4241 

5799 


9329 




939 

1779 


3128 



r evjfaS ^ctodm faa. Miwram.Sikkimam* Atunachal Ptafei; 

or Audget tad RBI. 
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aiuatinn ol IRDP (January-Dccember 
'89) show), (but it has been successful in 
meting nearly 94 per cent of families (under 
: programme) below the poverty line of 
6,400 per month. Also nearly in hi per 
M of eases the old beneficiaries have 
>ssed the poverty or destitute line of Rs 
KX) and 19 per cent, the poverty line of 
6.400per monthper household. However, 
ronting to the evaluation. IRDP could 
vc been operated in a more effective way 
reducing the capital output ratio ot 1.67 
primary sector, 0.94 in secondary and 
'6 in temtorysector. This would warrant 
ter co-ordination of credit, infrastructure 
>port, selection and maintenance. The 
:YSEM which is a facilitating component 
IRDP. started as a centrally-sponsored 
ijccl on August 15.1979. The programme 
ns at providing basic technical and 
nagerial skills torurnl youth from families 
ow the poverty line to enable them to take 
sell -employment and wage-employment 
der the scheme, two types ol' financial 
.istanec are provided. (i> recurring 
tenses on TR YSEM training and (ill non- 
urring expenses for TRYSEM infra- 
icturai devektpmcnt. including building, 
lipmem and training aids. Table 14 
vides the data on performances. Again 
notice a significant decline and a shortfall 
t the targets, and more so in 1994-95. 
der Jawahar Rozgar Yojana. ihe financial 
tcatmn and actual expenditure haw been 
en in Table 21. The lahlc shows that the 
Iget allocation under this head went down 
vily by nearly 8.7 per cent in I Wl-92. 
it picked up in 1992-95 and ever since 
teasing both in nominal and real terms. 

: number of days ot employment generated 
IRY declined again from K64 million 
ton-days in 1989-90 to 778.3 million 
ton-days in 1992-93. The actual figure 
1993-94, however, has improved. The 
current evaluation shows a significant 
-•ess of this programme in generating 
: days of employment. JRY'x primary 
cctivc is generation of additional 
itul employment tor unemployed and 
^employed in rural areas covering 
pie below the poverty line. Any reduction 
the allocation therefore should he 
ouraged. However, it need to be made 
: cost effective as according to 1992 
luation report nearly 56 per cent of 
Joyment generation by this programme 
households above the poverty line and 
verage-wage component has been seen 
: bdow the norm of 60pcr cent stipulated 
x ihe programme. To summarise, so far 
lie poverty alleviation programmes by 
centre are concerned in spite ol their 
ages these could contribute to income 
Tackm among poorin the past. In genera), 
if them suffered just after reform was 
ated, mainly because of (be heavy 
icial discipline adopted by (fecentre as 
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1992-9.3 


1993-94 

1995-96 


USS 

No of 
Work ERS 

USS 

No of 
Work ERS 

USS 

No of 
Work ERS 

Sources of funds 
(1) GO) budget 

66.7 


66.7 


66.7 


(2) PSU disinvesuneni 

333.3 


416.7 

- 

400.0 


(3) IBRD 

200.0 

- 

1333 


* 


(4) Bilateral funding 

33.3 

- 

66.7 

■ - 

216.7 

_ 

Total 

633.3 

- 

683.4 


683.4 

_ 

Uses of funds 

A NGRF 
(11 VKS payments 

(il NTC reslrueluring 

121.7 

40CKK) 

66.7 

20000 

66.7 

193X2 

till DlC restructuring 

33.3 

6000 

33.3 

6000 

- 

- 

mil Other units 

150.0 

24845 

150.0 

24X45 

667 

11642 


.305.0 

70845 

250.0 

50X45 

133 4 

31024 

(2> Ahmedabad textile mills 501) 
(3) Other units (BIFT) 50.(1 

32tXX) 

8287 

166.7 

27623 

266.7 

44197 

Suh-intuI 

405 0 

111132 

4)6.7 

7X46X 

400.1 

75221 

B EOF 
<l) IRY 

166.7 


166.7 


166.7 


(2) NKY 

117 

~ 

167 

- 

33 3 

_ 

(3) Counselling, training 

33.3 

- 

500 

”l 

50 0 

- 

and other services 
(4) Area regeneration 
schemes 

16.7 


167 


167 


Sub tor a) 

22X4 

- 

250.1 


266 7 

- 


- 


167 

- 

16.7 

- 

Total 

63.3.13 

Ill 132 

68 V 3 

7X46X 

6X3 3 

75221 


Based on NIC corporate plan and NIC VKS requests received by the NRF 
Based on diseussinns wilh ihe NTC 

Based on 1992-93 VRS requests submitted to NRF and MOI esliinnies as lo 1993-94 and 1994-95 
requests valued ai average payment per worker 1992-93 (excluding NTC) 

Based on discussions with male unions and government officials in Ahmedohad. 

Budget numbers received from MOI. Number of workers computed on the basis of average expected 
compensation payment in 1992-93 as per VRS requests on NRF 


Taws. IX. UNKMWovMHrr Karts 


iPerreiuagel 





Rural 



Urban 


Male 

Female 

Mate 

Female 

Usual 

Slalus 

Weekly 

Slams 

Usual 

Slams 

Weekly 

Slatux 

Usual 

Status 

Weekly 

Status 

Usual 

Slutus 

Weekly 

Status 

I977-7X 

2.2 

t.6 

5.5 

4.1 

65 

7.1 

17 H 

109 

1983 

2.1 

3.7 

1.4 

4.3 

59 

67 

6.9 

7.5 

I987-8X 

2.8 

4,2 

.3.5 

4.4 

6.1 

6.6 

X.5 

9.2 

1989-90 

1 6 

2.6 

OX 

2.1 

4.4 

4 5 

3 9 

4.0 

(990-91 

1.3 

2.2 

0.4 

2.1 

4.5 

5.1 

5.4 

5.3 

1992 

16 

2.2 

1.2 

1.2 

4.6 

46 

6.7 

6.2 


St Hint : Consumer Expenditure and Employment Survey. NSS. 1992. 


Tab it 19; Pi* I .ypO IXmuMTNin or Usuau.y Workino by Broad Group or Industry 




Rural (Male) 



Rural t Female) 


Primary 

All 

Secondary 

All 

Territory 

All 

Casual 

Labour 

Principal 

Status 

Primary 

AH 

Secondary 

All 

Territory 

AH 

Catuw) 

Labour 

Pnnetpai 

Status 

1977-78 

806 

88 

105 

270 

Ittl 

67 

51 

400 

1983 

775 

too 

122 

299 

875 

74 

48 

422 

19X7-88 

745 

121 

134 

' 321 

847 

100 

5.3 

402 

1989-90 

717 

121 

162 

309 

814 

124 

61 

399 

1990.91 

710 

U! 

169 

.317 

*49 

HI 

71) 

410 

1992 

757 


139 

314 

M2 

78 

60 

416 


Stmnr: Cam wax Expenditure aodEmptoymow Survey. NSS. 1992. 
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a pm of ataMHaarion programme, or laic. 
atti>fti¥mare«howiflf tome rectivcry from 
the 1993-94 and 1994-93 budgets. . 

In fact, ax has been estimated by Nayar 
in 1992-93, there has been a sleep reduction 
in central government's total'outlays on 
these programmes of poverty alleviation. 
The low priority given to these programmes 
can alto be gauged by (he fact (hat their 
share to total expenditure as well as to GDP 
declined over this period. In the first year 
of structural adjustment programme, the 
percentage reduction in expenditure on 
programmes of poverty alleviation was even 
higher than the percentage reduction in 
overall development expenditure. 

Other major policy instruments which have 
helped the poor and vulnerable sections of 
(be society (although not in a target oriented 
fashion) are the social service and human 
development expenses of the government. 
Table 16 gives the central government’s 
actual outlay on social sectors between 
19X9-90 and 1993-94, It is again clear from 
the table that in per capita term, at constant 
price, the outlay on social sectors ol the 
central government has remained stagnant 
and even declined between 1989-90 and 
1992-93. As a large port of the expenditure 
on health and education comes in the slate 
budgets, atotalpicturcof impacts will emerge 
only when the spending on all these scaurs 
by the states is taken mum-count. In absolute 
terms, between 1974-77 and 1983-86. real 
per capita expenditure by states on social 
sectors increased, on average from Rs 281 
to Rs 578 at 1982-83 prices for 17 major 
states. The rate ol increase, however, 
decelerated from 1985-86 to 1991-92. with 
an absolute decrease since 1990-91. Mainly 
the lower transfer of resources from centre 
to state got reflected in the state budget 
when the states reacted by reducing the 
development expenditure mainly on social 
sectors. The central government plan 
outlay on education lias been presented in 
Table 15. The table shows a significant 
decline in 1992-93 and 1993-94 against 
1989-90. But in 1994-95 it shows an upturn. 
Similarly, the central government plan 
outlay on medical and public health shows 
a decline since 1990-91 but very recently 
it is showing an upward movement 
(Table 16). However, the sharpest cuts 
occurred in the expenditure on some 
. preventive disease control programmes, 
financed by the central government, such as 
programmes for the control of malaria, 
tuberculosis and leprosy. These are slso 
diseases that strike the poor. The poor who 
are without any form of medical insurance 
and who rely on the public provisioning of 

health care, suffered disproptiniooately from 

reductions in public health expenditure, 

during this period, 

When central grants to the states were cut, 
the advene effects on the low-income states. 


Bcmlmlc and fetMcai Weekly tune 3. 


which were more dependent on resources 
from the centre than others, were very severe. 
Tultuidhar reports that medical and public 
health expenditure per capita declined m 
real terms in Bihar. Madhya Pradesh, 
Rajasthan, Uuar Pradesh and Orissa after 
1991. 

Fiscal Instruments Towards Safety filer 

In the central budget total expenditure in 
nominal terms has gone down Irons 15.S per 
cent between 1984-85 and 1989-90 to 11.7 
per cent between 1989-90 and 1993-94 
whereas fonhc states the budget expenditures 
remained almost the same before and after 
the present reform, ui around 14 per cent. 
The decline in central expenditure got 
reflected under almost all heads of the budget, 
i c. general services, economic services 
includinginfrastructurc. human development 
expenses, transfer to the states, subsidies, 
and defence. The decline in (he human 
development expenses at the centre was 
Irom 17.3 to 15.2 per cent per annum. The 
decline was larger for infrastructure from 
15.9 percent to 5.7 per cent, before and after 
reform (Table 16). The reduction has its 
social and economic implications specialty 
for the poor and the vulnerable sections of 
(he society. But the major governmental 
expenses on human resource development 
came irom the stale sector. The total expense 
on human resources development from the 
centre was only 16.1 percent of the aggregate 
in 1989-90 and 17.2 in 1993-94. Thus, it is 
obvious that because of the ccmrc's low 
weightage. the major impact on (he society 
would come from expenditure on human 
resource development incurred by the stares. 
In the state budgets, although the total 
expenditure maintained (he old rate, there 
was a perceptible decrease m the human 
development expenditure declining from 16 
percent to 12.4 per cent. Interestingly, it is 
the only item in the state budget where the 
expenditure in nominal terms was noticed 
going down. Thus, only human development 
expenditure seemed to bear the sole burden 
ofareduccd transfer of resourcc(devofution) 
from the centre to the states. The central 
devolution has gone down from 13.9 per 


cent before reform to 7.2 per cent alter 
reform- It shows that the states have lesser 
concern forlhe ncedsof human development 
expenses and arc rather impervious to the 
austerity measures of the centre in thetr 
budgeting. However the cut on infrastructure 
at the centq; was more than in the states. Here 
the centre's weightage to all India is nearly 
35 per cent. Obviously, because of this the 
total infrastructure development of the 
country suffered significantly in the post 
reform period 

it is also interesting to see different 
degrees ol' responses in the fiscal area from 
different slates. High income states seem to 
be more in tune with (he central post-reform 
strategy in terms of adhering to their 
budgetary discipline. But ihc response is 
very weak from the poor states. The special 
category states, lor example, reduced thetr 
expenses on human resource development 
and infrastructure to the maximum, in 
contrast to some corrective measures 
initiated in the 1994-95 central budget. This 
obviously loretells a heavy mkmI cost for 
the future. 

As has been mentioned, during the 
implementation of the structural adjustment 
programme there emerged a new type of 
poverty, known as new poors’, those who 
were n ormally not in the lower income 
bracket but those who suddenly became 


Tahle 2 1 Plan Allocation and 
PbuommasceofIRY 
(1989-90 to 1994-95) 


Years 

Allocations 
(Rs million) 

bmadtyitf 
Employment of 
Generation 

1989-90 

20960 

864.4 

;790-9l 

200)0 

1746.6 


1-4.5) 

(1.2) 

1991-92 

18252 

808.1 


(-8.7) 

(-7.6) 

1992-93 

25462 

77*3 


(.39.5) 

(-2-5) 

1993-94 

33063 

1023.7 


(29.9) 

(.38.9) 

1994-95* 

38550 

470 b 

(up h> November) 116.6) 



■Target figure 


Stmrce: Plannwri'-mro r naon (1994). 

Tasll 21): Pex 1.000 DctnimmoN of Usually Wowmo at Bwvu>Gaot»oa tuwiwr 

Rural (Male) RaraUEtyla) 

Primary Secondary Territory Casual Primary Secondary Territory Carnal 



All 

AH 

AH 

Labour 

Principal 

Sims 

AH 

AH 

AO 

Utaar 

1977-78 

106 

338 

557 

(89 

3(9 

324 

3S7 

270 

1983 

103 

342 

550 

153 

310 

306 

376 

30* 

1987-88 

91 

340 

569 

146 

29* 

317 

«s 

265 

1989-90 

100 

31* 

582 

166 

241 

303 

*56 

234 

1990-91 

92 

336 

572 

IS) 

249 

316 

435 

260 

1992 

107 

M3 

550 

1 

IW 

224 

MR 

468 

296 


Stmnx: Cuawmcr Bxpuaduure and t i n p lu j i f Survey. MSS. >992. 


1993 


in 



poor by losing their jobs because of 
retrenchment or affected by closures. There 
was a large number of PSUs and private 
industries which were making losses. For 
example, of the 245 central PSEs, 9K were 
making losses in 1989-90 at an aggregate 
of about Rs 19.6 billion (US S 653 million), 
in addition, many PSEs are having very low 
financial returns. In the adjustment process, 
industrial restructuring will need clos-t'g of 
many such units or reducing their over¬ 
manned .staffs. This would entail loss of 
income to some and consequent sufferance. 
The Indian government has commuted itself 
to the concept of reform with ‘human face’, 
and therefore, promised to devise several 
safety net measures. Apart (mm the PDS. 
there is the National Renewal Fund <NRF). 
The NRF is a recent addition to India's social 
safety net. having received considerable 
attention in the context of contemporary 
debates on policy reform on employment 
and labour laws. In creuling the NRF. the 
union finance minister declared that the 
government - '.. will lully protect the interests 
of labour, enhance their welfare and equip 
(hem in all aspects to deal with the 
inevitability of technological change". The 
NRF was officially established in February 
1992. The NRF currently functions as a 
government budgetary account, administered 
by (he Department of Industrial Development 
inthe Ministry of Industry .The NRFoperates 
under a set of guidelines approved by the 
cabinet, which stipulates the objectives, uses 
ot funds, staffing and other aspects. Two 
specific human resources objectives are 
directly addressed through the NRF account. 
The first, known as the National Renewal 
Grant Fund (NRGF). is used, wherever 
necessary, to compensate workers dislocated 
in the process of adjusting organisational 
staffing patterns or in closing non-viable 
units in both public and private sectors. The 
second, the Employment Generation Fund 
fEGF). will he used to facilitate the 
redeployment and retraining of affected 
workers and to fund specific initiatives of 
employment generation in areas affected by 
industrial restructuring and technology 
upgrading. 

However, in the working of the National 
Renewal FUnd. only public sector units have 
been covered uptil now, and that also mainly 
in terms of giving compensations to the 
retrenched. Table 17 covers the functioning 
of NRF and its impacts and also gives its 
sources of finance. As we can see, its amount 
of allocations is almost stagnant between 
1992-93, 1993-94 and 1994-95. However, 
as to the programme’s coverage m terms ol 
workers included, it is seen to decline. So 
far as EGF is concerned, almost the same 
trend is noticeable. 4 With regard to the sources 
of funding, bilateral fundings have registered 
a slight increase whereas the multilateral 
funding of IBRD has gone down. The 


contribution* by the PSUs disinvestment 
and the central budget are almost sUlionaty. 

Conclusions 

The short-term ‘welfare setbacks' of 
India’s economic reforms support (he 
experience of a large number of reforming 
LQC countries [Gupta I993|. In many of 
these countries, one notices no effective 
recovery in their growth of income and 
exports, no improvement in poverty, and no 
reduction in inflation. Further, for some 
countries this recovery took even more than 
8-9 years for any perceptible percolation of 
benefits of economic reforms to the poor. 
Indeed, it is observed that all those counfries 
which had a low per capita income and a 
large macro-economic imbalance at the base 
period took a longer period of adjustment 
to reach a higher growth and more equitable 
distribution. The present article therefore 
focuses on the importance of reducing the 
length of the adjustment period and to negate 
as far as possible the initial adverse impacts 
of reform on human resource development 
and poverty in order to make the necessary 
adjustment process socially and politically 
acceptable. Besides, apart from humanitarian 
consideration, it has been found that the 
nttammenisof basic health-needs, a minimum 
level of human resource development and 
social infrastructure are necessary inputs for 
a taster income growth as demonstrated by 
the East Asia Pacific economics. However, 
in their case, the adjustment costs both in 
the economic and social areas have been 
‘much lower than in India, although in 
contrast, the social com of adjustment in 
Latin American and African countries, have 
been much higher than India. 


For a more tong term pe rman ent effect 
it is too early to assets the gains or losses 
of the present economic reform process 


Taste 24: Cuorr to Small Scale Industrial 
Sbttor from Pus ut Ssrros Banks 


Year 

Credit to SSI 
(Rs Crete) 

Rote of Growth 
Over the Previous 
Yew (Period) 

March 1991 

16783 

- * 

March 1992 

17398 

4 

March 1993 

19388 

II 

March 1994 

21561 

II 


Source: Reserve Bank of India. 


Tam t 75; Central Government Outlays 

UN PROGRAMMES FUR POVERTY ALLEVIATION 


Year At Constam 
Prices 
(1980-81) 

1 Rs Million 

Index 

As Per Cent 
of Total 
Expen¬ 
diture 

As Per 
Gent of 
GDP 

1989-90 13610 

too 

2.98 

0.61 

1990-91 1)890 

87.3 

2.54 

0.50 

1991-92 8940 

657 

2.05 

0.37 

1992-93 11341) 

83 3 

2.50 

0.45 


Source: Nayyar (1993) Table 2. p 33. 


Table 26: Central Government Outlay 
on Social Settoh 


Year Actual 

Rs Million 

Corn turn 
(1980-81 
Prices) 

Rs Million 

Real 

Index 

As Per 
Cent of 
GDP 

1989-90 

47620 

23410 

100 

1.05 

1990-91 

53800 

23880 

102 

101 

1991-92 

58810 

23040 

98.4 

0.96 

1992-93 

67710 

24670 

105 

0.99 

1993 94 

81020 

- 


1.00 


Source: Nayyar (1993) and Ray (1993). 


Table 22: GDP Employment and Unuerempioymgnt Proietkins 


Year Growth Actuals Employ- Unemploy- Unemploy- 

Organised Unotgan- Informal 

Estimates 

men! 

mem 

mem 

Sector 

ited 

Non- 

Per Annum 



Rate 


Sector Agriculture 

1991-92 2.8 f.l 

348 

16 

44 

28 

216 

104 

1992-93 1.7 4.0 

350 

22 

59 

28 

219 

103 

1993-94 1 h 3.8 

355 

25 

66 

21 

222 

105 

Source: Notional Institute of Public Finance and Policy (1991). 




Table 23: DotaimstMeNT of AattcutruaAi. Credit 







(Rs Crtirti 

Source and 



_Reviled 



Target 

Type of 1985-86 1986-87 ) 987-88 

1988-89 

1989-90 1990-91 1991-92 1992-9.1 1993-94 

Credit 







Co-operurives 

Short-term 2787 3007 

.3824 

4087 

3995 

2822 

3950 4900 

61*0 

Medium-term 505 585 

688 

809 

577 

366 

391 182 

461 

Long-term 582 615 

734 

655 

684 

785 

1005 121) 

2039 

Sub total 3874 4207 

$246 

5551 

5256 

3973 

5346 6295 

850U 

Commercial and Regional Rural Bank* 






Short-term and 







term loan 3131 3809 

4009 

4234 

4930 

5010 

5962 6705 

6600 

Grand total 7005 8016 

9255 

9785 

IOI86 

1983 

11308 15000 

15100 


Smnr. Budget. 



specially when it has covered so far only the 
‘stqbHUatkm phase', a phase which almost 
always proves contractionary. Bui for a 
country with a high level of poverty and 
social deprivation, und with a comparatively 
heavy concentration of the poor in the rural 
sector, any reform policy even at the 
stabilisation phase which is not friendly to 
the agricultural sect or has grave implications. 
Reform requires reduction of subsidies and 
appropriate price corrections. But a large 
part of the vulnerable section of the society 
in India has been sustained by subsidies of 
different kinds, explicit and implicit. Here 
lies (he real dilemma. 

It has been realised that growth is very 
important to reduce poverty in India. At (he 
same time, it has also heen realised that 
because of many non-functioning markets 
and hang-over ol past institutional structure 
and social stratification, target oriented 
poverty alleviation programmes and human 
development expenditure have to supple¬ 
ment growth. Earlier attempts to divert 


targe budgetary resources based on targe 
public borrowing to support poverty 
programme have unfortunately proved to be 
unsustainable. But in many recent conccti vc 
attempts u> reduce these expenditures, the 
nature of subsidy has only changed from 
explicit to implicit. A ease in point is the 
reduction in ten Miser subsidy negated by the 
increase in the tuod subsidy (by increasing 
procurement price and us gap with the PDS 
issue prices). Real issue is n> redesign the 
poverty programme by better targeting, and 
thereby, making it more cost cllccltvc. Thus, 
it is a challenge as to how to protect (he real 
incidence of these expenditures and at the 
same time reduce budgetary deficits of the 
government. Often this is presented as an 
'inherent trade-off in any reform process 
Rut successful countries have shown that 
this •trade-off in reality is much levs than 
perceived. Mostly, the 'tradc-ojf or conflicts 
appear when the government launches the 
fiscal discipline by choosing to take 
numerous soft options often under political 


compulsions. Some of the hard options are 
reduction in administration cost and the size 
of the public sector, elimination tif all explicit 
or implicit subsidies often enjoyed by the 
non-poor, restoring flexibility in the labour 
market by breaking the vested interest of 
both trade unions and multinationals and 
eliminating prevalent corruption in politics 
and bureaucracy. This 'trade-otf is also 
often due to faulty designs of the poverty 
alleviation programmes and human 
development ex penditures because of which, 
during implementation, their benefits go 
largely to the rich, in this context, relevant 
evaluation reports have from time to time 
indicated a targe degree ol leakage when 
major hcnclits of this programme accrued 
to the non-poors. For example, in PDS, u 
has been noticed that less than 22 pet cent 
of ihc subsidised food went lo the 20 per 
cent poor households ai the bottom 
Similarly, in JRY. more than 56 per cent 
of employment generated went to household 
above the poverty line. 

The present experience of reform-effect* 
on poverty in India by no means chat tenges 

Tahi i 29' Dkune is Mum aj. anu Piuuo 
HcAt.ni Esnxxniit 


Tablc 27. Rate oe Inii.ation 


(IWienl) 


XVK6 N6/X7 mm XK/xt wm ytwt 9i/v: 02/9( 93/94 


Average 


All Commodities 4 4 s x 

82 

7.5 

74 

10.3 

13.7 107 

8 ( 


Medical lure on Public 

Disease 

Food Articles 1.5 10.4 

8 8 

^9 

1 1 

12 3 

19.9 12 4 



System 

Health 

Control 

Foodgrains 6.8 .12 

9 3 

14.9 

1 9 

8.5 

20.7 120 

- 


(Rs) 

S' stem Programmes. 

Manufactures 5 1 4 0 

78 

9 4 

It 2 

H 1 

10 9 113 



(Rs Million) (Rs Million) 

All Commodities 4 X 5 1 

10 7 

57 

9 1 

121 

13 6 7.0 

10 8 

1989-90 

120 

103 

103 

Food Articles 5 4 5 I 

Ih7 

.3.6 

1 7 

189 

20 9 5 4 

4 4 

1990-91 

127 

100 

94 

Foodgrains 9 3 0.8 

162 

99 

-3.0 

22.5 

24.0 -1.6 

- 

1991-92 

lit 

95 

87 

Manufactures 4 1 4 x 

8 1 

9 0 

It 5 

X39 

126 79 


1992 93 

116 

94 

83 

iourie' Own Compilation 







Snitr, r Tuiosidhar (199.3). Table 5. p 2475 




Tabu 28 M\x» Macho-Etuvimk' Inok aiiws 







19X0-87 

1987-88 

1988-89 

I9R0-90 

199091 

1991-92 

1992-93 

1993-94 

1994-95 

GDP ol 1980-81 market prices 


185250 

194085 

213346 

227367 

2.39245 

24144.3 

252549 

261320 

275431 

GDP growth 11980-81 pncesl 


4 3 

4 X 

9,9 

6 6 

5 2 

0.92 

48 

3.5 

5.4 

GDP at market current pnee 


292949 

3.33201 

(95779 

456820 

533324 

615437 

702829 

786355 

911385 

GDP growth (market prices) 


117 

13 7 

18 8 

15 4 

167 

15.4 

14.2 

11.9 


GDP growth at factor cost 11980-HI 











prices) - Agriculture, (orcstrs and 











togging, fishing, mining and quamng 

-10 

0.5 

16 3 

20 

4 2 

-2 5 

5.0 

2.3 


Current Account Balance <$ million 1 


4563 

4853 

79% 

6837 

%79 

2135 

3603 

315 


As per cent of GDP 


2.0 

1.9 

2,9 

25 

46 

1.0 

1.6 

0,1 


Exports ($ million) 


9745 

12089 

13970 

16612 

18142 

17866 

18537 

22173 


(Rs cron:) 


12452 

15674 

20232 

27658 

32553 

44041 

53688 

69547 


Imports (S imllkmi 


15727 

17156 

19497 

2l2i9 

24075 

19411 

21882 

23212 


(Rs crurct 


200% 

22244 

28135 

35328 

43198 

47851 

6.3375 

72*8)6 


Trade deficit (5 million) 


-5982 

-5067 

-5527 

-4607 

-5933 

-1545 

-3345 

1039 


ll» enve) 


-7644 

-6570 

-8003 

-7670 

-10645 

-3810 

-9687 

-3259 


Exchange rate (US VRst 


12 78 

12.97 

(4.48 

16 65 

17.94 

29.46 

3153 

31.37 


Gross domestic savings 











Household savings (Rs erbre) 


4.3858 

587.34 

70320 

90307 

108219 

115524 

10893* 

125396 


Private corporate sector (Rs crurct 


5212 

5790 

8731 

11829 

14214 

16215 

20804 

31153 


Public sector (Rs crore) 


8(812 

7223 

8101 

7423 

5102 

10740 

10893 

1944 


Tot|t (Rs (SXt) 


57072 

71747 

871.42 

109559 

127535 

142479 

140635 

IS8493 


Agrt growth'. (Ah and Or) 


56259 

56559 

65746 

67064 

69862 

68115 

71521 

73166* 


Factor cost at 1980-81 prices 


-10 

0.5 

16 5 

20 

4.2 

-2 5 

50 

IS 


BOP gap 


-7644 

-6570 

-8003 

-7670 

-10645 

-sum 

-96*7 

-3259 



* Menem Bank Estimate 

Srmrvr, BtvmmU Survty. IWfM. 


•v 

'If 


* 


15 


le and Political Weekly June 3 . W 5 



(he trickle down theory of growth. But the 
percolation to poor due to growth mostly 
becomes effective only when growth 
accelerates at a rate of more than 7 to 8 per 
cent per annum. Therefore until that threshold 
point is reached a positi vc poverty alleviation 
policy will he warranted. 

In India, another major obstacle in 
implementing any adjustment programme 
with 'human tacc’. comes from (he federal 
nature of our polity, the prevalent centre- 
state financial relations and allocation of 
developmental activities. For instance, our 
study shows (hat when the centre alter two 
initial years of stringent budgets went for 
restoring the much reduced expenses on 
humun resources development and poverty 
alleviation (in the IW3-‘M and 1994-95 
budgets), the states failed to follow 
accordingly. In fact, in the post reform period 
the state budgets never reflected any 
awareness for the need for fiscal discipline 
and importance of Human Development in 
•rowth. They only reacted to the reduction 
in the transfer of resources from the centre 
to the states by xlashingdown the expenditure 
an human resources development comprising 
.if education, sanitation and health. The states 
with high growth rates responded better to 
he central 'reform cal Is' und largely restored 
heir allocation on education and health. But 
he poor states.cspecially the special category 
states. showed no sign of any fiscal discipline 
ind reacted to lower central devolution by 
inly reducing the human development 
:x|renditurc. Interestingly however, the 
eduction in the physical infrastructure in 
he centre was much more than at the stole 
-*vd. 

Judging the comparatively low growth of 
\e economy, both in agriculture and industry. 
k reduced level of subsidies, higher 
procurement and administered prices 
including issue price of fnodgrains). the 
iwer expenses on poverty alleviation 
rogrammes and human resource develop- 
lent in real terms, and a high inflation 
igether with sub-optional operation of the 
arional Renewal Fund, one is tempted to 
include that in net term the social costs of 
Jjustments have proved to be positive. It 
irrelevant to argue whether this is due to 
resent economic reform or for wrong 
liioes of the past. The fact remains that 
a poor country such adverse anti-poor 
rods cannot be healthy and congenial in 
Hping continuation, acceleration and 
seaumce of any ecqncxmc reform process, 
'this, the basic conflict between budgetary 
ictpiine (mainly the reduction in deficit). 

‘ the need for social service and poverty 
viaskm progr amm e expenditure needs to 
removed by redesigning the poverty and 
ome redistribution schemes. fbUcmring 
idem public finance, reducing inflation 
price of wage goods, and controlling 
4ic sector* s growing re venue tt)mditlfe 




Tssur .70: Pbmwtai* Smash <* imvm m Cnmunetnn, 


Country 

Year 

Lowest 20 

Per Cent (L) 

Highest 20 
PerCenltH) 

Ratio 

<H/L. 

Smith Asm 





Nepal 

1984-85 f. g 

9.1 

39.5 

4.3 

Bangladesh 

1981-82c 

9.3 

39.0 

4.2 


1988-89 b.c 

9.5 

.38.6 

4t 

India 

1987-88 

8.86 

41.07 

4.6.38 


1990-9) 

9.06 

.38.90 

429) 


1992 

8.83 

40.65 

4.604 

Pakistan 

1984-85 d 

7.8 

45.6 

5.K 


1991.b.c 

8.4 

39.7 

4.7 

Sri Lanka 

1980-81 

5.8 

49.8 

8.6 


1990 b. c 

8.9 

.39.3 

4.4 

South-East Ana 


, 



Indonesia 

1976 

6.6 

49 4 

7.5 


1987 c 

8.8 

. 41-3 

4.7 


1990 b.c 

8.7 

42.3 

4.9 

Philippines 

1985 d 

5.5 

48.0 

H.7 


1988 h.c 

6.5 

47.8 

7.4 

Thailand 

I97S-76 

5.6 

49.8 

8.9 


1988 h. g 

6.1 

50.7 

8.3 

Malaysia 

1973 

3.5 

56.1 

16.0 


1987 g 

46 

51.2 

III 

Korea Republic 

1976 

5.7 

45.3 

7.9 


1988 ni, n 

7.4 

42.2 

5.7 

Hong Kong 

1980 m. n 

5.4 

47.0 

8,7 

Singapore 

1982-83 in. n 

5.1 

48.9 

9.6 

Japan 

1979 in. n 

8.7 

.37.5 „ 

4.3 

Latin Antrrica 





Bern 

1972 

1.9 

61 0 

321 


1985-86 b.c 

4.9 

51.4 

10.5 

Columbia 

1988 f.g 

4 0 

53.0 

13.3 


1991 l.g 

3.6 

55.8 

15.5 

Chile 

1989 f.g 

7.7 

62.9 

17.0 

Brazil 

1972 

2.0 

66.6 

33.3 


1983 

2.4 

62.6 

26.1 


1989 f.g 

2.1 

67.5 

32.1 

Mexico 

1984 r. i 

4.1 

559 

13.6 

Argentina 

1970 

4.4 

50.3 

11.4 

Bolivia 

1990-91 

5.6 

48.2 

8.6 

Notts: b Daw refer to expenditure shares by fiacriics of persons. 


c Data ranked by per capita expenditure 



d Household expenditure. 




f Data refer to income share by fradites of person*. 



g Dura ranked by per capita income 



at Data refer to income shores by fracvtles of households. 


n Dota ranked by houxehnid income. 



Tabu 31 

Sham; or Smau^Stau Inu istmes m Total Exwarrj 





(Vain* in Ks crons) 

Year Total 

Percentage 

Exports 

Percentage 

Ptrcemafe 

Exports 

Increase 

from Small- 

Increase 

Share of 



Scale Sector 


SSI 

1971-72 1608.00 

- 

154.99 


960 

1972-73 1971.00 

22.57 

305.79 

97.29 

15.50 

1973-74 2523.40 

28.03 

393.16 

28.57 

15.80 

1974-75 3332.88 

32.08 

540.71 

37.5.3 

16,20 

1975-76 4042.25 

21.28 

532.11 

f-) 1.59 

1.3.20 

1976-77 5142.25 M 

27.21 

765.83 

43.92 

14.90 

1977-78 5484.26 * 

5.09 

844.82 

10.31 

15.60 

1978-79 5726.26 

5.06 

' 1069.24 

26.56 

18.70 

1979-80 6458.76 

12.79 

1226.31 

14.69 

19.00 

1980-81 6710.71 

390 

1643JO 

33.99 

24.50 

1981-82 7805.90 

16.32 

207061 

26.01 

26 JO 

i 9824 3 8907.75 

14.11 

2043.03 

<-) 1.23 

22 90 

191344 9872.10 

I0J3 

2163.9* 

S.S2 

2192 

198445 11493.72 

16.43 

2340.7* 

17,41 

22.lt 

198546 10894 59 

(-1.5.45 

2769.11 

6.99 

25 42 

1986-87 1256662 

15.34 

3643.67 

31.M- 

3*99 

198748 15741 JO 

25.26 

4372.96 

20.01 

27.78 

191*49 20295,20 

2193 

34*9.63 

25.54 

TIM 

198940 27681.47 

26.39 

7*2574 

36.91 

2245 

1990-91 32553 34 

I7J9 

9664.13 

2172 

29.68 


Stmnr: DC (SSI) 




Aimexure I 

Metho do logy for Estimating 
Poverty Ratio 

I Official Estimate (CSO Method) 

A Poverty Line in the Base Year: The Task 
Force i 19791 defined Ihc poverty line at. 
the per capita expenditure level at which 
the caloric norms were met on the basis 
of the alMndiu consumption basket lor 
1973-74. This wus equivalent to Rs 
49.09 and Rs 56.64 per capita per month 
for rural and urban areas respectively at 
1973-74 prices. 

B Deflators: The poverty line so defined 
needs updating overtime to take care m 
change in the price levels. Initially the 
wholesale price index was used lo rcllcci 
the price changes However, private 
consumption deflator derived Irorn the 
National Accounts Statistics (NASi was 


recommended for this purpose by a study 
group on The Concept and Estimation 
of Poverty Line', iPerspective Planning 
Division. Planning Commission. 
November. I9K4I. The study group 
recommended the use of a price index 
appropriately weighted by the 
consumption basket ol the poor as an 
index lor reflecting price changes relevant 
to the poor. The implicit private 
consumption dciiatnr front NAS was 
found, at that time to be very close to 
such an index and hence it was used for 
adjusting the poverty line for the years 
1977-78. 1983-84 and 1987-88 
C The Adjustment Procedure for Esnmaln: v 
PoveriY Po/mltition: In order to arrive at 
the estimates ol the number ol poor 
Planning Commission has been making 
adiustmeni in the National Sample Survey 
(NSS) data on distribution ol households 
by consumption expenditure levels. Such 


an adjustment ha* been felt to be necessary 
because the aggregate private household 
consumption expenditure as estimated 
from the NSS data is different from the 
aggregate private consumption 
expenditure estimated in the National 
Accounts Statistics (NAS). It was 
considered desirable to have com pat ibi lity 
between the two sets ot data in order to 
ensure consistency between the two 
important components of the plan model, 
i c. the input-output table (basal on NAS) 
and consumption sub-model (based on 
NSS datat. The procedure followed has 
been to adjust the expenditure levels 
reported hy the NSS uniformly across all 
expenditure classes by a lactor equal lo 
die ratio of Ihc total private consumption 
expenditure obtained from the NAS to 
that obtained Irom the NSS The old 
NAS senes was used lot deriving the 
adjustment factor for ihc estimates up to 
year 1983 and the new NAS senes has 
heen used for the 1987-R8 estimates. The 
poverty population is thus, estimated hy 
applying the updated poverty line to the 
corresponding adjusted NSS distribution 
ol households by levels of consumption 
expenditure 
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I !’r r trim 


Annual Hale of Inflation NitWNov 


CPI 


Weight 


1993 


1992 


WPI 


CPI 


WPI 


CPI 


WPI 


General index 

Riee 

Whole wheal 

Wheat alia 

Essential cnmiuodii) 

kxioo 

(245 

443 

I.7S 

48 83 

loom 

369 

2 25 
0 76 
21 77 

86 

54 

78 

79 

9 7 

8 6 

II 0 

13 7 

6 0 

13 2 

8 4 

15 3 

16 K 

87 

S 3 

9 1 

p , II Alien:. 1 nr Mrth.ul 

9 4 

14 4 The method lus been 

« 7 and others in 1991 Ikes 

(NSS Method > 

suggested by Minas 

on mm mid Politico! 
dining Incidence »vf 

i Its per ^utHiat) 

Sonne ICeononiu Nm net 1993-94 


Tvhii 33 Pikioun Ki visions is PDSCimum 

Iss- 1 Pkli 1 

t of Omiimkhi ttaicniuiift* 

Fine 

Percentage 

Su(8-rlinc 

Percentage Wheal 

Price* 

Percentage 

Revision Rice Puce 

lnm.-a.se 

Rice Price 

Increase 

Kite Knee 

Increase I*jU i Revision 


Increase 

1 

2 


4 

s 

fs 

7 

K 

V 

1982 (Oemhcri 

IKK) 


218)1 


215 

1982 i August l 

160 


19X4 (January i 

2081 


220| 



l9X3i April) 

1721 


1985 'October) 

2171 


2291 


244 


1 


1986 < February l 

2311 

s S 

243; 

7 0 


6 8 |9g6 (February l 

1901 

56 

1986 tthaobcri 

239| 


2<l ! 


266 


1 


1987 tOeuibcri 

239) 


264| 


279 

1987 (May) 

I95| 


1989 (January) 

244| 


*041 



1988 ( March | 

204) 


1 990 tJune | 

2891 


3491 


370 

1990 (Mayi 

274) 


19911 December) 

377 

3114 

437 

2* 2 

458 

1991 (December) 

280 

19 7 

1993 (January i 

437 

16 

497 

137 

518 

1991(January) 


179 

1994 (February) 

537 

22 9 

617 

24 1 

o4X 

1W4 i February 

402 

21 * 

Sonne. hommui Sunn. 1993-94 











Torn 34 Psixvsish-si P»h>s 








<C»i»- Yi mi Basis) 











dh per fUUMuO 

Ciunmoditv Tvne Variety 

1989-90 

19*81-91 

Increase 

199192 

Increase 1992-93 Increase 

1993-94 

Increase 





Per Cent 


Per Cim Per Cent 


1993-94 

Paddy p 

Common 

185 

205 

108 

230 

12 2 27ti 17 4 

310 

14 a 



195 

215 

5 t 

240 

It.6 280 16 7 

3Kt 

179 


Superfine 

205 

22* 

98 

250 

lit 290 160 

350 

10 7 

Course eeniuis P 

FAV 

165 

180 

9.1 

205 

13 9 240 170 

260 

83 

Mane P 

FAQ 

165 

(80 

v.J 

210 

36 7 245 16 7 

265 

8.2 

WhM P 

FAQ 

21' 

225 

4.7 

275* 

22.2 330* 2041 

350 

6.1 


I* Procurement prnv FAQ-Fair average qualii) * Including u central bonus of R* 25 per quintal 
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ODA FIELD MANAGEMENT OFFICE 


Slum Improvement Projects 
Senior Programme Officer - Health 


Overseas Development Administration, the bilateral donor agency of the United 
Kingdom, is funding a number of poverty reduction projects in India and is looking 
for a Senior Programme Officer - Health to join their Delhi office. 

Specific responsibilities will include overall management of health components of 
the Slum Improvement Projects, development of strategic and operational strategies 
to improve health care in project cities, organisation of operation research, identification 
of training requirements for project staff, supervision of regular consultancy support 
and advise on the policy aspects of health programming including formulation of 
strategies for the long term sustainability of quality services developed. 

Person Specification 

The successful applicants will have, as minimum qualification, a Masters level degree 
in health related subject, and at least five years experience of working at a senior 
level in a health project or programme. Preference will be given to candidates who 
can demonstrate their experience and understanding of the opportunities and constraints 
of working in the health sector with a variety of project partners, who have proven 
project planning and management skills. The successful candidates will have excellent 
communication and facilitation skills, be self starters and good team players. Experience 
in working with international agencies would be an advantage. 

Terms and Conditions 

A 

The contract for the position is initially for two years, with a three month probationary 
period. Remuneration wifi be in the order of Rs 18000 • Rs 27000 per month (inclusive 
of benefits) depending on experience. 

Application forms and detailed terms of reference for the position is available 
from Mr Manium, ODA Projects Office, 02 Anand Nlketan, New Deihi -110 021. 
Tel 6876379/6875973. Closing date for completed application forms is 21 June 1995. 



Tabu 35: Chuau (Phocumment, Omxice. Stocks) 
'OOOToanre Year Apr-Juo Jal-Sep Oct-Dec Jan-Mar Total 


JWor 


Procurement 

91/92 

1119 

609 


92/93 

991 

857 


93/94 

1319 

923 


94/95 

1366 

787 

Offtake 

91-92 

2462 

2647 


92/93 

2331 

2591 


93/94 

2120 

2242 


94/95 

1826 

2203 

Stocks (endoiy 

91/92 

9859 

6995 


92/93 

8381 

5825 


93/94 

10442 

8133 


94/95 

14418 

11649 

Whtat 




Procurement 

91/92 

7745 

7 


92/93 

6358 

21 


93/94 

12785 

18 


94/95 

11841 

27 

Offtake 

91/92 

2006 

2258 


92/93 

1905 

2096 


93/94 

983 

1326 


94/95 

1011 

1066 

Stock (End of) 

91/92 

11037 

8635 


92/93 

6730 

4543 


93/94 

15220 

13936 

« 

94/95 

16707 

15688 


Foodxrain Stm ts (Thousand Tonnes I 


5880 

2836 

10444 


6681 

4193 

12722 


8065 

3875 

14182 


6337 


8490 

(Up to Nov) 

2655 

2289 

10053 

2217 

2305 

9444 


2452 

2148 

8962 


1239 


5268 

(Up to Nov) 

9292 

9754 


9500 

11041 



11954 

17161 

14652 

(End of Nut) 


0 

0 

7752 


0 

0 

6379 


0 

0 

12835 


0 


11868 

(Up to Nov) 

2225 

2298 

8787 

201.4 

1679 

7694 


1825 

1915 

6049 


800 


2877 

tUpto Nov) 

5434 

2351 


3513 

2974 



11095 

14384 

728.3 


(End of Nov) 


Poverty in the 1980s. Evidence vs Artefact *’) 
There the bate period consumption basket 
has been maintained as before; when poverty 
line is defined as Rs 49.09 in the rural and 
Rs 56.64 in the urban area. Then at the All- 
India level two alternative estimates of 
headcount ratio can be derived. (i) an estimate 
based on the all-India poverty line and the 
all-India size distribution of PCTE. and (ii) 
the population weighted average of stale- 
specific headcount ratio using state-specific 
poverty lines and state-specific, size 
distributions of PCTE. The estiraae (i) can 
be shown to be equivalent to the population 
weighted avenge of state specific headcount 
ratios using a uniform all-India poverty line 
for each of the states and state-specific size 
distributions of PCTE. Consequently, the 
di (Terence between estimates (i) and (ii) boils 
down to the use of a uniform poverty line 
across states in <i> and state-specific price- 
adjustment factors in (ii)thc price data used 
for updating the poverty line or consumer 
price index for agricultural labour (CPIAL) 
for rural and the combined price relatives 
data for consumer price index of industrial 



1991-92 

(1) 

1992-93 

(2) 

1991 94 
(3) 

1094 94 
(4) 

(2/1) 

Per Cent Change 
(3/2) 

(4/3) 

Tabli 37. 

Absolcie Povebtv in East Aha. 
1970-90 

April 

18480 

14337 

19576 

25968 

-22 4 

36.5 

32.7 

Kegton 

Incidence Per Cent 

Poor 

May 

22291 

16483 

26573 

31889 

-26 1 

61 2 

200 





(MiJiiaa) 

June 

21072 

151II 

26351 

31313 

-28.1 

>4.4 

18.8 


1970 

1980 

1990 

1990 

July 

19309 

13486 

25148 

31.302 

-30.2 

86.5 

24.5 






August 

17842 

11783 

238.36 

29945 

-32.6 

102 3 

24 6 

East Asia 

3.4 

2_ 

10 

ISO 

September 

15730 

10191 

22591 

27457 

-119 

1174 

21..4 

China 


28 

10 

100 

October 

14938 

11203 

22777 

31365 

-25.0 

103.3 

37.7 

Indonesia 

60 

29 

15 

27 

November 

14605 

11817 

22786 

31602 

-19.1 

92.8 

38 7 

Korea 

23 

10 

4 

2 

December 

14735 

11194 

23516 


-105 

78 2 


Malaysia 

18 

v 

2 

0.4 

January 

14445 

14182 

23.463 


-1 9 

66 1 


Philippines 

35 

10 

21 

13 

February 

13401 

14452 

22967 


78 

.48.9 


Thailand 

26 

17 

16 

9 

March 

1210.4 

14692 

22179 


21.4 

.41.0 


Indo-China 

- 

- 

20 

25 


Source. Selected Economic Indicators (Ministry of finance) 


Source Johansen (I993 > 


Tabu- 36: Mam* Macko-Ecvinomh AixotH.stts 


GDP at current market price 
GOP u constant market price 
(Growth over time) 

Inve s tment at current pnee 
Investment at constant price 
(Growth over tune) 
fiscal deficit (per cent of GOPt centre 
fiscal deficit (per cent of GUP) suie 
Total pnvtne consumption at constant 
prioe (Growth over time) 

Public coruuraprioo si constant price 

D omestic saving at current price 

(par cent of GDP) 

Household saving per cent of GOP 

Corporate saving per cent of GUP 

Govera mow saving per cent of GUP 

foreign saving per cent of GOP 



Sourer. NAS. 


1986-87 

1987-88 

1988-89 

(989.90 

1990-91 

1991-92 

1992-93 

1993-94 1994-93 

292949 

1.11201 

.195779 

4.46820 

533324 

614437 

702829 

786355 9II385(S 

185240 

194085 

213346 

227.167 

2.W245 

241441 

252549 

261320 27543UE 


(4.8) 

(9.9) 

(6.6) 

(4 21 

10.92) 

(4.8) 

(3.5) (54)1 

6.1427 

78572 

99456 

121838 

1447.11 

145434 

154441 

160642 

15275 

41838 

.40136 

53120 

59088 

525.10 

5)908 

-50649 


(18.6) 

119.8) 

(b.Ol 

(11.2) 

l-ll.l) 

<-1 2) 

(-2.4) 

VO 

8 1 

7.8 

78 

84 

.4 9 

5.7 

7VRE) 6«B| 

.1 2 

3 4 

2.9 

3.4 

.1.5 

3.1 

3.0 


110262 

135129 

143468 

149738 

(54641 

(58178 

160392 

166833 


(3.7) 

(6.2) 

(4.4) 

(4 0l 

(16) 

(14) 

(4.0) 

20849 

22660 

23868 

25215 

26069 

25914 

26769 

2*632 


(8.7) 

(5 31 

(5.6) 

t3.4> 

(-0.6) 

13.3) 

<7 71 

.47072 

71747 

871.42 

1094.49 

127535 

142479 

140635 

138493 

(19.48) 

(21.53) 

(22.0) 

(23 88) 

(23 9|) 

<23 1.4) 

<20.00) 

(2016) 

4.1848 

58714 

70320 

90307 

108219 

115524 

(0(938 

125396 

<14.97) 

(17.63) 

(17.77) 

(19.68) 

(20 29) 

-U8.77) 

(15.50) 

U5.9S) 

5212 

5790 

8731 

11829 

14214 

16215 

20604 

31 IS) 

(1.78) 

(1 73) 

(2.21) 

(2.58) 

(2.66) 

<2.631 

(295) 

(3961 

8002 

7223 

8101 

7423 

5102 

J074O 

10893 

1944 

(2.73) 

(2.17) 

(2.05) 

U-62) 

(096) 

0 75) 

<1 55) 

(0 23) 

6355 

6825 

12304 

12270 

18196 

6236 

1.3816 

2149 

(2.17) 

(2.051 

.(3.56) 

(2.67) 

(3.41). 

,<«0| 

(1.97) 

(0.27), 




2*9 



122 





3.6 



74 
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workers (CPIIW) aiu) for non-manual 
employees (CPINM) for urban areas. This 
is almost similar to the one recommended 
in the report of Export Group on Estimation 
of properties and number of poors, submitted 
in July 1993. However, the report has not 
yet been accepted by the government. 

In our present analysis, we concentrated 
on the estimate based on the all-India poverty 
line and the all-India size distribution of per 
capita total expenditure and price deflator 
of CPIAL for rural and weighted average 
of (CPINM) and (CPIIW) for urban without 
going into disaggregated price deflator‘for 
estimating the relevant price w-a-vis (he 
consumption population around poverty line. 

Notes 

[The article draws on the estimates of poverty 
given by the author in a paper. * Reecnt Economic 
Reforms and Their Impact on (he Poor and 
Vulnerable Sections of the Society (mtmeol. 
presented at a seminar organised by rhe Indo- 
Dutch programme on Alternatives in 
Development. The Hague. November 29-30. 
1994. | 

1 Latest CSOs Quick Estimates disclosing a 
significant decline in liouschold saving rale 
since 1990-91 in a uav supports this 
hypothesis 

2 Ills comparatively safe to use all - India sample 
bul using of slate sample for calculation of 
siaicwisc poverty estimates should be 
preferably avoided 

3 If however, this reduction m subsidy could 
have been achieved by plugging the leakages 
to rich tamieis and protecting ibe allocation 
lo Ibe poor, then the likely adverse ctlecls 
could have been less 

4 The low rate ol disbursement is largely 
reflecting the slowing down ol government's 
restructuring and closure programme amt 
poor progress under EOF 
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BALANCE SHEET OF THE INDIAN BRANCHES 
OF OMAN INTERNATIONAL BANK SjLO.G. 
AS AT 31 MARCH, 1995 * 


PROFIT AND LOSS ACCOUNT OF THE INDIAN 
BRANCHES OF OMAN INTERNATIONAL BANK 
SJLO.G. FOR THE YEAR ENDED 31 MARCH, 1995 


Schedule 

No. 

Asoa 

31.03.95 

Rs. 

Aaoa 

31.03.94 

IU. 

CAPITAL AND 
LIABILITIES 

Capital 

i 

50,361,934.00 

50361*934.00 

Reserves aad Surplus . 

2 

105,979,012.49 

92.157,139.46 

Deposits 

3 

1.843.016348.22 

1379,790,038.41 

Borrowings 

4 

343.92IJ48.2I 

I70.472J84.44 

Other liabilities sod 

■*-- »-«- 

nuvnntt 

5 

157J75J80.06 

173382,040.96 

TOTAL 


2300334,022.98 

2,166,463.437.27 

ASSETS 

Cash aad balances wiA 
Reserve Barit of India 

6 

166340358.95 

148J49.925.16 

Balances with Banks aad 
money at call aad 
start notice 

7 

47.899.188.29 

67.750334.87 

iRveauneais 

8 

519.765.972.50 

515J16.972.50 

Advances 

9 

1322,975.475.30 

IJ9U27J01J2 

Fixed Assets 

10 

. 34.7r,400.42 

38325308.95 

OAtr Assets 

II 

108385.627 52 

104,993,094.57 

TOTAL 


2300354,022.98 

2.166.463.437.27 

Coodafeot Liabilities 

12 

4,779.878.868.20 

I.7I0.134J3I.26 

Bilh for cofiectm 


651.145.910.00 

381310,119.00 

a -r- 

rnnofmi Aonmnaf 

re-*i 

rOOCMK 

Noioi to Accooto 

17 

18 




Me Year Ended 

No. 31.03.95 

Ra. 


L INCOME 
latere* earned 
Other Income 

TOTAL 

a EXPENDITURE 
Interest expen d e d 
Opencwf Expenses 
Proviuoits sod 
caatintenciet 


QL ntORKLOSS) 
NetProAt far Ae year 
Profit brought forward 

TOTAL 

IV. AmonUATIONS 
Ttanafcr to u a lu aor y 
reaervaa 

Transfer to i wi t ufc le 
aurplus rrtiiauirf for 
capital adequacy 


Remitted to Head Office 
Baiaace canied over to 
Batmce Shoot 

TOTAL 

Accounting Potjciei 17 
Notea to Account! It 


YearBaded 

31.03.94 

Rs. 



260.006E20.6i 

4I.022.473W 


333,743.818.87 301.029J94.50 


124,030.109.87 

S0.49I.8S0.06 

I08J72.715.62 


319.921.946.34 282.794,67557 


13,821,872.53 I8J34.6I8.93 

43.021.760 95 28.434.065.81 


56J43.633.48 46,668.684.74 


2.764.374.50 3.646,923 79 

43.021.759 50 Nil 

Nil Nil 

11.057.499.48 43.021.76095 


S6J43.633.48 46368.684 74 



Noaaa aad ache dulea to the accounts form aa i aa e g r al pan of the Noses aad achadalaa to tha accouau form aa lasajtal pan of Ae 
Balance Sheet. Profit aad Loss account. 

Trials Ae Balance Sheet referred coin our report of evae date. This h Ae Profit aad Loss account referred to la our report of even date 


SHARP* TANNAN 
By Ae Mad of 


S.A.O.G. 


SHARP* TANNAN 

By the Mad of 


ppc Ommi intenMikxnl 
Bank SA.O.O. 


Sdf- 

M. P.NARSANO 


MI- 

S.SSBTHARAMAN 


Ml- 

M. P.NARSANO 


Ml- 

S. S88THARAMAN 


QMdtMayZ7,19*5 


Caaad. May 27.19*5 
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SCHEDULES FORMING FART OF THE BALANCE SHEET 


As on 
31.03.95 

Rs. 

As on 
31 03.94 

Rs. 


As on 
31.03.95 
Rs. 

As on 
31.03.94 

Rs. 

Schedule 1—Capital 

CAPITAL 

Includes an amount of 

R« 2,000,000/- (P Y ended 
31-03-94—Rs 2,000,000/-) 
brought m by way of dan 
up capital 
(Refer note below) 

50,361.934 00 

50.361,934.00 

Schedule 4—Bsmrwiags 

I. Borrowing! ia ladia 

i) Reserve Bank of India 

U) Other Baaks 
iii) Other Institutions and 
Agencies 

II. Borrowings outside India 

268.080.00000 
55.000JOO.OO 

17J55.700.00 

3J85J48J1 

I33JOO.OOO.OO 

7JOO.OOO.OO 

27.116.402 16 
2J55JS2J8 



TOTAL 

343.921 J48J1 

170.472.284.44 

TOTAL 

50.361.934 00 

50.361.934 00 

Secured borrowings included in 

1 and II above—Rs. NU 

Schedule 5—Othar LkMBtira 
and PrwvWans 

1. Bills Payable 

D. Finds fnan Hoad Office (*) 

111. tatar-Offioe Adjumnrnls (net) 
IV Interest accrued 

V. Others (iadudfa^ Provisions) 



Now: Amount of deposit kept witt 
section 11(2) Banking Refutation 
(P. Y. Rs 33.000,000) 

Schedule 2— Rreerres 
and Surplus 

1. Statutory Reserves 

Opening Balance 

Additions during the year 

the Reserve Bank 
Act. 1949 U Rs. 3< 

29.986.434.03 

of India under 
>.500.000 

26 J39J 10.24 

13.629.854.44 

32,754,181.14 

22.771.07448 

64.723.433.72 

23.396.736-28 

9J76J57.75 
32,754.181 14 
22J26.7I0.13 
47,096.050.19 
62J28.74I.75 

2,764,374.50 

3,646,923.79 

TOTAL 

157J75J80.06 

I73J82.040.96 

Deductions during the year 

32.750,80* 53 
Nil 

29.986.434.03 

NU 

* Note: Puj*k Cram H.O. npmeat nmiwmcm received lor ft ap | 

32.750.808.53 

29,9*6.434.03 

M|xno, BWfMBMi ut paun M iimv hku. 


II. Revaluation Reserve 

Opening Balance 

Added back during the year 

I9.14g.944.98 

NU 

18.957.454.99 

191,489.49. 

Schadult 6—Cash and Bahama 
with Baarrre Banh af India 

I. Cash in hand 
(including foreign 
currency notes) 

11 Balances with Reserve Bank 



Deductions during the yew 

19.148.944.98 

Nil 

19.148,944.48 

Nil 

2,474J 16.91 

3.108.172J4 


19.148.944.98 

19.148.944.48 

III. Retractable surplus 
retained for capital 
adequacy requirement! 
fipfdMI Balance 



of India 

i) In Current Account 

U) la other accounts 

164.066.042.04 

NS 

<45.741.752.92 

NU 

Nil 

Nil 

TOTAL 

I66J40JSS.95 

144J49.925.lt 

Adthtions during the year 

43,021.759.50 

NU 

Banks and Manay at Cal 
and Shart Natke 

L la India 

i) Bshncra with banks 

a) la current accounts 

b) la other deposit 
Kcotmts 

u) Money si caR and 
short notice 

a) With banks 

b) Whh ether institutions 



Deductions during the year 

43.021,759JO 
Nil 

NU 

NU 



43.021.759:50 

NU 



IV.Babnce in Profit and Loss 

AccoiaM 

11.057,499.48 

43,021,760.95 

37.636.952 46 

15,740.425J3 

TOTAL 

105,979.012.49 

92,157,139.46 

A. 1 DMwnd Deposits 

I) Rosa Banks 

II) PrcaaOthsn 

U Savings Bank Deposits 

01 Tm Deports 

NU 

279J99.993.44 

186,409,1*3.70 

NU 

261.447 J70.6I 
I04J99.099.77 

NU 

NU 

Ml 

Ni 

NB 

NB 

I94.7I6J50.00 
1.111.921.121.08 

193,652,730.00 
,I.)20.090J 18.03 

TOTAL 

37,636.952.46 


I) Broca Banks 

H) fVom Others 

IL Outside tadta 

0 la Qwram Accounts 

Hi) Mousy ut ouR asd short 

10J62J35.83 

Ml 

NU 

5X009.90964 

NB 

TOTAL 

IJ43.0I6J44.22 

1,679,790,038.41 

B. I) Ehposit* of branches 

In India 

1J43.0I6J4S.22 

IJ79.790,038.4I 

Ml 

V) Dapokts of branches 

ohmMp tedii 

TOTAL 

NU 

Nil 

TOTAL 

I0J62J35J3 

5X809.90964 

1 J43.0I6J48.22 

U79.790.038.41 

GRAND TOTAL 

. 

47 ,899,188 J9 

67.7J0JJ4.f7 
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SCHEDULES FORMING PART OF THE BALANCE SHEET 



I. Investments in India 
i) Government Securities 


Lett: Provitioa for 

dkututiao in investments 

iv) Debentures and Bomb 

v) Others 

Units 1964 Scheme 

TOTAL 

D. Investments outride India in 
i) Government Securities 
(indudiag local 
> authorities) 

U) Subsidiaries andfor joint 
ventures abroad 
hi) Other investments 
(lo be specified) 

TOTAL 


A. i) Bills purchased end 


S) CM credits. ovenfcaftt 
and loea* repayable on 


U) Term loam 
TOTAL 

B. i) Secured by tangible 


*i) Covered by Bank/ 
CoverareeM Guarantees 
ih) Uneecured 

TOTAL 

C. L Adveocea k ladu 
1) Priority Sectors 
h) Public Sedan 
W) Beaks 
iv) Others 

TOTAL (A) 


i) Due bore beaks 
d) Due bore others 
a) BUb pntcheeed and 


b) Syndicated loam, 
o) Othars '■ 

TOTAL (B) 

GRAND TOTAL (A)-KB)-(C) 


Aeon 

31.03.95 

Rs. 

Aeon 

31.03.94 

Ra 

482.993,97230 
a 20,000,000.00 
472.000.00 

493J44.972.50 

20.000,000.00 

472,000.00 

(472.000.00) 

1,972,000.00 

(472,000.00) 

1.972.000.00 

14,800,000.00 

NU 

519.765,97230 

515JI6,97230 

Nil 

NU 

NU 

NU 

NU 

NU 

NU 

NU 

519.765.97230 

S15J16.972.50 

529348.013.38 

u 

464JI4.4I5.7I 

531.620,388.18 

562.007.073.74 

358,455.403.22 
468,657,982J9 


1,291,327.801.22 

1306.814,475.30 

1.091.472401.22 

N» 

116.161.000.00 

59.213.000.00 

140442.000.00 

1.622,975,475.30 

IJ91327.801 J2 

658.136,000.00 

NU 

NU 

52235532730 

458.900.000.00 
NU 
NU i 

581450.025.22 

1,180491.327.30 

1440.750.025.22 

NU 

NU 

442J84.I48.00 

NU 

Ml 

250377.77640 

NU 

NU 

442J84.I48.00 

250377.776.00 

1422.975375.30 

IJ9I327J0IJ2 



S che du le 18—Fixed A reata 
I. Premises 

At cort/rev equation 
Additions on revaluation 
Deductkau/adJustmeata 
Depredation to dare 


II. Other Fixed Aaaets 
(including furnituie and 
fixtures) 

At coat as on 31st 
Match 1994(1993) 
Additions during the year 
Deductions during the year 
Depreciation to date 


As on 
31.03.95 

Rs. 


24,346,000.00 

NU 

NU 

(2.727.714.14) 


25.94l.543.i8 

2.163.902.34 

(132,976.96) 

(I4.805J84.70) 


NET BLOCK (1) +(II) | 34.787.400.42 

Sch ed u le II—Other Assets I 


I. loser-office adjustments (net) 

II. Interest accrued 

III. Tax paid in advance/tax 
de d uc te d u source 

IV Stationery and stamps 

V. Non -banking assets 
acquired in satisfaction 
of claims 

VI. Others 

TOTAL 


Nil 

27.881.195.29 


Nil 

80,704.432.23 


Aim 

31.03.9t 

R 


24,348.000.0( 

Ni 

Nt 

(1,515,435.65 


2l.620Ji5.86 22.832364.3) 


15.802,1915’ 
>2,394,728.91 
(2.255.376.63 
(10.448.799.28. 


13.167.184.56 I 5.492.744.6£ 


Nil 

38,464,688.84 


Nil 

66J28.405.73 


108385.627.52 104,993.09437 


1. Claim against the bank not 
acknowledged at debts 
1L Liability for partly paid 


III. Liability oe accotatf of 
o ut st ea din g forward 


a) laladia 

b) Outside 


VI Other hauu for which the 
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SCHEDULES FORMING PART OF THE PROFIT AND LOSS ACCOUNT 


Year 

Year 


Year 

Year 


Ended 

Ended 


Ended 

Ended 


31.03.95 

31.03.94 


31.03.95 

31 03 94 


Rs. 

Rs 


Rs. 

Rs 

ScMMe D—Interest Caned 



Schedule 15—Interest 
Expended 



I. Imemt/diicount on 






advances/bilii 

2I9.I7I,«13. IS 

198.983,366.09 

1. Interest on deposits 

120.756.903 43 

99.465.325 30 

11. Income on investments 

HI Interest on balances with 

69.563,490.86 

43.250.572.00 

It Interest on Reserve Bank 



Renerve Bank of India and 



of IndisftiBer-bank 



otter later-bank funds 

16.526,330.69 

15,657.672.19 

borrowings 

35,229.782 74 

22.642.272.84 

IV. Others 

54.849.00 

2.115,210.33 

Iff Others 

(.692.884.12 

1.9222(11 73 




TOTAL 

305.316.483.70 

260.006.820.61 

TOTAL 

l*>7.679.570.29 

124.030.109.87 







ScbeMe 14—Otter Income 



Schedule 16—Operating 
Expenses 



I. Commission, exchange and 


17.327.426.64 

1 Payments to and provisions 



brokerage 

22.621.373.91 

for employees 

7.995.948 31 

7,I89,48V_56 

II Profit on sale of investments 

0.00 

12.450.471.00 



bom . Lots on stk of 
iavejtnieatt 

3.682.140.00 

5.471.826.00 

II. Rent, taxes and lighting 

III. Printing and stationery 

14.132.68 ) 81 

' 172.981.t>3 

7,718.412.87 

696.225 83 





(3.682.140 00) 

6.978.645.00 




III. Profit on revahutjon of 



IV Advertisement and 



investments 

Lass: Loss on revaluation of 

Nil 

Nil 

publicity 

V. Depreciation on bank's 

2.976.565 15 

4.328.888.32 

investments 

Nil 

Nil 

5.663.32447 

3.827.730 38 

property 


a 

Nil 



IV. Profit on sale of land. 


VI. Director's and LAB foes. 



i 

24,998.00 

allowances and expenses 

419,707.95 

216.705.81 

buildiafs and otter assets 



Less: Lost on sale of land. 

1 

Nil 

VII Auditor's fees and 



buildings and other assets 

ex peases 

231.222.75 

215.835.00 


19.557 85 

24.998.00 

VW. Law charges 

988,176.20 

663.418 59 

V. Nat Profit on exchange 


16.406,790.53 

IX. Postages. Telegrams, 



tfMTTln— 

7.394,988.03 

Telephones etc. 

4,921.89*03 

4.321,48143 

VI. Income earned by way of 






dividends stc. from 



X. Repaid and mauueaence 

279.159.23 

467.14990 

andtor Joint vestures abroad/ 


Nil 

284.613.72 

XI. Insurance 

1.334,95360 

l.l 13.0184* 

in Mis 

VU. MisesBsnsont Income 

NU 

2,073.555.38 

Xn. Other expenditure 

12,328.639 *0 

19.533.473 91 

TOTAL 

28.427,335 17 

41.022.473.19 

TOTAL 

52,845.259 13 

50.491.850.0* 
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Schedule 17—Principal accounting poffetee Muring part ef the accounts fee the ymr ended 31 March, 1995 

i) General: 

The accompanying financial statements have been prepared on the historical cost basis end conform to the statutory provisions and 
practices prevailing in the country. 

ii) Transactions involving Foreign Exchange: 

(a) Monetary assets and liabilities have been translated at the exchange rates prevailing at the close of the year. 

(b) Income and expenditure items have been translated at the exchange rate ruling on the date of the transactions. 

(c) Profit or loss on forward contracts have been accounted for on accrual basis. 

iii) Investments: 

In accordance with the guidelines issued by the Reserve Bank of India the investments of the Bank have been biflwcated into “Permanent 
Investments'' - which ate normally held upto the date of maturity and “Current Investments" - which need not be held upto the date 
of maturity. 

In respect of Permanent Investments the difference between the redemption value and cost of acquisition of the Investment is accrued 
as loss over the period upto the date of redemption. In respect of Current Investments other than Treasury Bills the same are valued 
at cost or market value whichever is lower. The loss on revaluation is charged to revenue. 

Treasury Bills are valued at cast. The Market value of other Current Investments is Rs 1.80 crores (Cost Rs. 1.48 crores). The Market 
value of other Current Investments has been worked out as per the guidelines recommended by the Reserve Bank of India. 

iv) Advances: 

a. Provision for Doubtful advances is based on the classification into "performing" and "non-performing" assets in accordance with 
Reserve Bank of India guidelines. Provision for non-performing assets is made as under 


Sub-standard assets 
Doubtful assets 

Lots assets 


10 % of net advance 

100 % of the unsecured portion and 20% to 50% of the net secured portion 
depending mi the period for which the asset has remained non-performing. 
100 % 


The provisions so required by the Bank have been made after considering the provisions existing in the books of the Bank as at the 

end of the Previous Year. 

b. Provisions in respect of doubtful advances have been deducted from advances. 

c. Provisions have been made on a gross basis. Tax relief which will he available when the advance is written off will be accounted 
for in the year of write-off. 

d. Interest on advances classified as non-performing, has been credited to Interest Suspense account as specified under the guidelines 
issued by the Reserve Bank of India. Advances are reflected at net of interest suspended. 

Fixed Assets: 

a. Fixed Assets other than Premises have been accounted for at their historical cost Premises have been considered at their revalued 
cost 

b. Leasehold Premises have not been capitalised. Lease rentals paid during the year have been charged to revenue account, 

c. Depreciation has been calculated on a straight line basis to write off the coat of fixed assets over the expected useful lives of the 
assets duly certified by the management TTie principal periods used are: 


Premises 

Furniture and Fixtures 
Equipment 
Motor Vehicles 
Computers 


25 year* 
5 yean 
5 years 
5 yean 
5 yean 


The depreciation on additions to Fixed Assets made during the year has been charged on the basis of completed months following the 
month in which the a dditions are made. The drptrialion provided on the above bests is higher than die depre ciati on comp ut ed in 
accordance with Schedule XIV of the Companies Act, 1996. * 

d. Depreciation including additional quantum of dcprociteion on revalued ssseu has been charged to the Profit and Loss account. 

vi) Staff Benefits: 

a. Contributions to Gratuity Rrad have been made com accrual basis on the computation by the management of the Bank. A separate 
Fund for Gratuity hat been created which has been re c o g n is ed by the C o mmis sio n er of Income Tax. 

b. Contributions to Superannuation Fund have been made under Orojq» Inaursnce Scheme of Life Insurance Corporation of India. An 
app l i cat ion for the approval of the Fund has been made to the Commtssiooer of Income Tax which is awaited. 

vii) Net Profit: 

The net profit d iacioa e d in the Profit and Lots account is after ro n rirtnring : 

a. Provisions for taxes on income in tcrordanrr whh statutory requirement*. 

b. Provision for doubtful advances. 

c. Head Office Administrative Expenses to (be extent r a ti m at e d to be sflowabte voder Section 44C of the Income Tax Act, 1961. 


n.un—t w 1» * * 1199 
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Sche*d> 1«—Notes forming part of the accounts for the yeur ended 31 March, 1995 

1. The Bank hat been served with a Notice of Demand relevant to the Assessment Yew 1992*93 of Rs 2.67 crorer from the Income 
Tax auth entic*. The Bank ha* preferred an appeal before the appropriate authorities. Based on certain documentary evidence which 
has been filed while making the appeal and also considering certain matters which, ia previous assessments have been decided in 
the Bank'i favour, the Bank is hopeful of a favourable appeal order reducing its Income Tax liability subatandally. The <««»» Tax 
provision presently held by the Bank it considered adequate to meet its tax liability. 

2. On die basis of the Valuation Report of the approved valuer, the Bank has revalued its Office Premises in a commer ci al Co-opcretive 
Society on 31-12-1992. The increase in value of the Premises irising out of the revaluation has been transferred to Capital Reserve 
under the head “Revaluation Reserve”. 

3. Current year’s figures are not comparable with those of the previous year, since the previous year’s figures include Cochin Breach 
operations only for part of the year. 

4. Figures of the Previous Year have been regrouped/reamnged wherever necessary. 


SHARP A TANNAN Signatures to Schedules “I" to “18” 

Chartered Accou nt a na 
By the hand of 
StV- 

MPNARSANG 

Partner 


Bombay 

Dated: May 27. 1995 


For Oman International Bank SA.O.G. 

Sd/- 
S 

Country 


Auditors' Report on the Indian Brandies of Oman International Bank &A.O.G. 

We have audited the attached Balance Sheet of the Indian Branches of Oman International Bank S.A.O.G. as at 31 March. 1995 and 
also the annexed Profit and Loss Account of the Indian Branches of the Bank for (he year ended on that dale, in wtiicfa are incorporated 
the returns from Cochin Branch, audited by us. 

In accordance with the provisions of Section 29 of the Banking Regulation Act. 1949. read with the prov isions of sob-sections (IX (2) 
and (5) of Section 211 snd sub-section (5) of Section 227 of the Companies Act, 1956, the Balance Sheet and the Profit and Loss Account, 
we not required to be and are not drawn up in accordance with Schedule VI to the Companies Act, 1956. The accounts are therefore, 
drawn up in conformity with Forms ’A' and ‘B’ of the Third Schedule to the Banking Regulation Act, 1949. 

Wc report that in accordance with sub-section (3) of Section 30 of the Banking Regulation Act. 1949: 

(a) We have obtained all the information and explanations which to the best of our knowledge and belief were necessary for the purpose 
of our audit and have found them to be satisfactory. 

(b) The transactions of the Bank which have come to our notice have been, in our opinion, within the powers of the Indian Branches 
of the Bank. 

(c) In our opinion, proper books of accounts as required by law have been kept by the Indian Branches so fw at sppren from our 
exwninatiou of those books and proper returns adequate for the purpose of our audit have been received Item die Cochin Branch. 

(d) The rcuras of Cochin Branch, have been properly dealt with by us. while preparing our report 

(e) The Of 1 "” S heet and Profit and Low Account of the Indian Branches of the Bank dealt with by this report are « agreoaacaa wuh 
the books of accounts and the returns. 

(f) In our " H— and to the best of our information and according to the explanations given to ns, the B a lance Sheet and Profit snd 
Loss Account, together with the notes thereon, give the information required by the Companies Act, 1956, in tiro msnanr so roqairod 
for Broking Companies snd give a true and fur view of the stale of affairs of the Indian Branches of fie Bank as at 31* March. 
1995 and of its profit for the year ended on that dale. 


Bombay 

Dan* May 27, 1995 


SHARP It TANNAN 
Chartered A r nitwit 
By fit hand of 

MrNAKSANO 



PnBtichi WmUy June 3. >993 


131* 



r 


ODA HEALTH & POPULATION OFFICE 


Health FMO: Three Project Officers 


The British Overseas Development Administration (ODA) is part of the British High Commission 
and is developing a number of major new projects in the Health and Population sector in 
India. The projects reflect a recent change in strategy with a focus on health systems 
development, improved reproductive health, and the control of major epidemic diseases 
(especially TB. malaria and HIV/AIDS). The projects are being developed on the basis of 
a participative, process appsoach, with an emphasis on ownership, sustainability and 
improving the effectiveness and quality of programme service delivery. The aid management 
of these projects will be handled by a new Health Field Management Office (FMO). 

The ODA is now planning to recruit three project officers to work in the Health FMO. The 
project officers will have a key liaison and coordinating role between the management units 
of the projects being developed and the FMO. The exact terms of reference for each project 
officer will vary, depending on which project or projects they are assigned to, but each officer 
will be responsible for the day-to-day contact between the FMO and the project(s), for taking 
a lead role in monitoring project activities, coordinating technical assistance, data collection, 
regular report wnting and preparing briefings for other members of the FMO team. Substantial 
travel will be expected. The project officers will be a part of a small, multi-disciplinary and 
international team. 

Person Specification 

The successful applicants will have, as a minimum qualification, a Masters level degree 
in a health-related subject, and at least five years experience of working at a senior level 
in a health project or programme. Preference will be given to candidates who can demonstrate 
their expenence and understanding of the opportunities and constraints of working in the 
health sector with a variety of project partners, and who have proven project planning and 
management skills. The successful candidates will have excellent communication and 
facilitation skills, by self-starters and good team players. Candidates with a background in 
reproductive health, health management, health systems development and STD/HIV/AIDS 
prevention may be at an advantage, as well candidates with previous experience of working 
with an international agency. 

Terms and Conditions , 

The contracts for these positions are for two years in the first instance, with a three month 
probationary period. Remuneration will be in the order of Rs 18,000-Rs 27,000 (inclusive 
of ail benefits) depending on experience. 

Application forms and detailed terms of reference for these positions are available 
from Mr Manium, ODA Projects Office, B2 Anand Niketan, New Delhi - 110 021. 

Tel 6876379/6875973. Closing date for completed application forms i$21 June 1995. 

' 
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2311a Parishad and Panchayat Samiti Elections 

in Punjab 

Revival of Political Activity 

PS Vemia 

The recent elections to local government bodies in Punjab, while initiating the process of Akati unity, have exposed the 
vulnerability of Beant Singh's government. 


IF (he village panchuy at election* in January 
1993 were aimed ai acquiring legitimacy, 
rebuilding people's confidence and restor¬ 
ing democratic political process in (he strilc- 
tom Mate of Punjab, ihc objective of the Zilla 
Parishad/Panchayai Samiii polls in Septcm- 
ber-Oclobcr 1994. particularly according to 
the opposition parties, was to consolidate 
the position of the ruling party in the state. 
These parties alleged large-scale cliviorat 
malpractices. The Akalis accused ihc ruling 
party of throwing overboard all democratic 
norms. They termed these elections as a 
"fraud” which violated "all democratic and 
normal values". Although the Congress 
rejected these allegations as false and po¬ 
litically motivated, the election of an over¬ 
whelming majority of Congressmen as 
chairmen and vice-chairmen of Panchayat 
Samilis and Zilla Parishads. in contrast to 
the results of direct elections for 40 per cent 
of the seats, accorded some validity to the 
objections raised against the ruling party 
Incidentally, during ihe village panchayat 
polls in 1993 or ihc municipal elections in 
September 1992 or the by-elections to ihc 
pariiameni and the Mate assembly in May 
1993 and May 1994 respectively, such 
objections were found missing. The nroad 
impression that one could gather from ihc 
previous poll* was that they had strengthened 
the process of restoration ot democracy in 
the state after a decade-long violence This 
process had begun with the installation of 
the Beam Singh government in February 
1992. However, his government came to he 
ridiculed as a “10 per cent government" 
becauaeofthe limited number o! votes polled 
by the Congress during the 1992 assembly 
elections. The polling was as low as 24.2 
per cent for the state assembly ami 22 9 per 
cent for the parliamentary seats. Only 10.2 
per cent, i c, 13.16.062 votes were cast to 
the Congress out of a total of 1.29,18.558 
votes in the state. However, in terms of seats 
the Congtessd) won as much as 74.4 per 
cent for the state assembly and 92.3 per cent 
for Lull Sabha. Thus, these polls although 
a turning point, fell far shod ot gaining 
popular support of the people as most of 

them, particularly in the countryside, statyed 
indoors and did not participate in the voting 
process. On account of meagre polling, muik 


critics culled the state assembly "an apology 
for u representative democratic body”. 

Right trom the swcanng-in ceremony, 
therefore, (he Congress was on a look out 
for an opportunity to remove this stigma. 
In September 1992. ihc municipal elections 
were held in which 70 per cent of the voters 
participated. Since these elections were 
confined lu urban areas, they failed to test 
ihc real popularity of the government in the 
Sikh-dominated countryside. Therefore. 
Beam Singh launched a mass contact 
programme in ihe rural areas where tlie 
people witnessed public meetings alter a 
decade or so. Subsequently, in January 1993 
ihe ruling party went in lor the village 
panchayat elections in which over #2 per 
cent rural voters participated. This was taken 
as a positive icsponse to ihc Congress’s all- 
om oitensive against militancy. More than 
a majority of the scats of sarpanehes and 
punches were won by the Congress-hacked 
candidates. Beam Singh claimed ihut 72 per 
cent ot the elected punches and sarpanehes 
were Congressilcs His claim was 
controverted by the Akalis and other rival 
parties, bui they (ailed to disprove ihc tael 
that the Congress had perfot mod better than 
the others. The gains of 1993 would never 
have been possible without the beleaguered 
state's return to normalcy under the 
leadership of Beam Singh. The record polling 
signified a break in the hitherto prevalent 
sense ot alienation among rural voters. 

The results of panchayat polls shocked ihc 
opposition parties, particularly the Akalis 
who had earlier boycotted the February 1992 
assembly polls and had tailed to emerge a 
lormidabte rival to the ruling party in the 
municipal and panchayat elections. The 
Congress remained united and coniinued lo 
maintain its winning spree in 1993. in the 
Jullundur parliamentary by-election of May 
1993. too, the Akalis failed to pose any 
serious challenge to (he Congress which 
trounced Ihc Akali Dal tBadal) hy a big 
margin of 1, 15.984 votes. The "peace card" 
alone was sufficient lo maintain the Congress 
hold. However, subsequently, not only 
mlighting emerged within the puny, but in 
the absence ot any major achievement, ns 
peace card” al so fai led to serve the electoral 
purpose. In the two subsequent assembly 


by-elcetions in May 1994. the Congress 
could retain only the Nakodar seal with a 
meagre margin of 5.210 votes. In the Ajnala 
assembly scat, the Akali DaKBl candidate 
trounced the Congress nominee by a sizeable 
margin of 10.314 votes. This shocked the 
ruling party which has had a five run ever 
since it came to power in February 1992. 
A plethora of issues such as corruption, 
nepotism, price-hike, police high¬ 
handedness. cic. affected ihe Congress 
lortunes in Ajnala. This apart, ihe voters 
were dissatisfied with the Congress leaders 
including the sarpanehes. In some villages 
of Rai Sikhs, a backward caste, the brunt 
of (he popular anger against sarpanehes fell 
on ihc Congress candidate. While the 
sarpanehes in these villages were supporting 
the Congress, ihe people were with the Akali 
DahBl 

The Ajnala result heralded an Akali revival 
und put the Congress on the defensive. 
Moreover. Beam Singh's unassailable 
position in his party soon became vulnerable 
und there emerged covert opposition to him 
in the pany. In the changed scenario, not 
. n|y did the chicl minister lace opposition 
I rum (he outside hut also had tocuntend with 
pany infighting. All this impelled bis group 
to seek consolidation ol its position within 
as well outside the party. To some degree, 
the Zilla ParisiwiVPanchayat Satntii election*, 
which were held to lull'll a constitutional 
obligation of the 73ni Amendment, were 
also framed to realise this otyective. 

These elections were conducted in three 
phases. In the first phase on S ep t e mber 27. 
1994 only the sarpanehes cast their vote* to 
elect candidates to 60 per cent oi the rent*. 
In the second phase, the voun directly elected 
their representatives to the remmMng 40 pa 
cent scats on September 30. 1994. la At 
third phase, the election* of chairmen ami 
v KX-chairmco of Panchayat Sanaa* and Zdh 
Parishads were completed in the month 9 
October. Both the directly and mdtrrctb 
elected members of there bodies phis dv 
Mate legislators and pariiameni memb er 
from the concerned areas participated in tb 
elections ofthe chairmen and vwe-chmnnet 
The state legislators voted m the Pacha yt 
Sarortts where the major portion of thei 
assembly constituency lay. Sbrnfariy. A 
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Lok Sabha members voted in the Zilla for die membcridtip of Panchayai Sam ills that nomination papers of sarpanchcs w 

Parnhad failing in their Lok Sabha and Zilla Parisshads, The Act. oh the other received by (he returning officer* of 

constituency. Regarding the directly elected hand, by inserting a clause allocated only Gandiwind and Tarim Taran Mocks at 

members, every Panchayai Samiti was lo 40 per cent scat* for direct elections and larm-housc* of the relatives of the mink 

consist of six to 10 members at the rate of remaining 60 per cent for indirect elections of state for panchayats instead at 

one member for every 13,000 population, from amongst the sarpanehes themselves, government office with the object 

In the case of a Panchayai Samiti having a These indirect elections benefited the ruling ensuring that the nominal ion papersofeen 

population not exceeding 90.000. a party because majority of the sarpanchcs candidates were not received in time f 

minimum of six members were elected, and were supported by the Congress. The Akalis. Tribune, September 19. 1994). So 

where the population exceeded 1.50.000 the therefore, filed a wm petition in the high opposition groups alleged that i 

number of elected members was 10. In the court against the provision of 00 per cent information regarding nominations or fit 

case of Zilla Parishad. one member was indirect elections. Besides, the opposition papers by candidates was delibcrat- 

electcddirectly forevery 50.1XX)population, panics criticised the manner ol reservation delayed. According lo them, the bk 

In a Zilla Parishad having a population not of scats tor the scheduled castes, backward development otficer and policemen, 

exceeding five lakhs, a minimum of 10 classes and women. They accused the ruling connivance with the ruling party, crca 

members were directly elected, and fur a party ol manipulating reservations to its own ' c*"'fusion in the minds of candidates w 

population more than 12 lakhs the number advantage. In some coses the reserved seats a view to prevent them from filing tli 

was increased to 25. The number of seals were changed to the disadvantage of the papers in time. In Jullundur. the return 1 

fortheschcduledcastcsandhackwaniclasses opposition candidates. The criteria of officer accepted the nomination paper 
was determined by population. Onc-lhird of population was ignored at some places. For a candidate rejected by him on the day 
(he total number of seats reserved for example, in the Adampur.PhilaurandBanga scrutiny. The election of this candid 

scheduled castes were reserved tor schcdu I ed Panchayai Samiiisof iullundurdistrict. which was, however, set aside by the high co 

caste women. Out of the total number of have a large number ot scheduled caste on the writ petition filed by the ri 

seats to be filled through direct election, votes, no seats were reserved. Whereas in candidate. Incidentally, the election or 

including those reserved for the scheduled Nakodar and Lnhtan with lesser number of chairmen ar J . ...c-chairmcn of all the I 

castes women, not less chan one-third were scheduled caste voters, scats were reserved Pancnayat Samitix was slated for Octol 

to be filled by women. In the case of the to benefit the ruling party. Likewise, in some 12. 1994 hut was later changed to Octol 

backward classes, one Panchayai Samiti scat cases the opposition parties were prevented 15. In about 50 Panchayai Samttis. 1 

was reserved where (heir population was 20 from capturing the chairmanship ol election was postponed for administrat 

percent. The seats of chairmen and vice- Panchayai Samiti by reserving it lor lire reasons (>rk>r luck of quorum. The oppntil; 

chairmen of Panchayai Samitis and Zilla scheduled castes or women in a situation alleged that the elections were held in thi 

Panshads were also reserved for the where they had no such candidates. places where the ruling parly was confid 

scheduled castes and women. According to a veteran leader. Saipal Dang, of victory. Ol the 95 chairmen elected 

.. _ the Jhabal territorial zone which was reserved the first day. 7X belonged lo the Congrr 

Mai-FUNCTioninc. Government Maoiiskry |of ca)j , es Wils madc a gcneral The Akuli OailB) Ml.A from Ajn 

The controversies which surfaced during constituency and the returning officer alleged that whereas the nomination pap 
the Zilla ParishadfPanchayat Samiti elections accepted the nomination papers from non- ofhisparty'snominccfurtheAjnalaPanch 

pertained to various issues: the manner in scheduled caste candidates. Some zones. Samiti were rejected on the grounds that 

which the seats were reserved, carving out according to him. had been changed more nominee had links with the militants, the t 

the territory of the constituencies, rationale than om?e at the instance of the ruling party. Congress applicants, who were actua 

behind60 per cent indirect elections, rejcclion Further, the government had failed to make operating as militants of the Bhindranw 

of nomination papers, notification and public the rules for the reservation of Tigers Force of Khalistan. were not objec 1 

alterations in the polling dates, allotment of Panchayai Samiti and Zilla Parishad scats to. He alleged that a known militant u, 

symbols, and misuse of government for SC/ST and women candidates in time, surrendered before the Director General 

machinery and resources. The Punjab He lamented that the rules were tailored Police. KPS Gill, was made a Congr 

Panchayai Raj Act. 1994 was criticised by poM-facinandpuhtishedinpre-dalcdga/cltcs candidate for the Gandiwind block a 

the opposition for being against the spirit in the form of pre-dated notification only another (ex)-militant in Chowgawan (7 

of the 73rd Amendment, which, according to legalise the decisions already taken to Tribune. September IV. 1994). 

to them, aimed at extending power at the serve the interests of the ruling party {The Besides, the opposition parties acno 
grass roots level by holding direct elections Tribune. October 24.19941. He complained the state government of hijacking the st, 
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Election Commission’* office, It needs to be 
mentioned tint the gazette notification for 
theappoinrmert of the Election Commissioner 
wu made a* late as September I, J 994. The 
term and conditions of bis job. tenure, etc. 
were still to be settled. The election was 
hamstrung as the Election Commissioner 
tacked the required infrastructure. He had a 
one-room office and one assistant in the new 
secretariat building. It was the office of the 
directorate of panchayats that had conducted 
the Zilla Parishad/Panchayat Samiti 
elections. This office was vulnerable to 
pressures from power-wielding politicians. 

Some dissident Congress leaders also 
joined the ranks of critics and raised their 
voice against the electoral malpractices. 
They, in fact, demanded stay on these 
elections for which telegrams were sent to 
the prime minister. A ICC general secretary 
and chief minister of the state. Their ire was 
directed mainly at Jagir Singh, the panchayat 
minister. 

The above discussion reveals that the Zilla 
Parishad/Panchayat Samiti polls in Punjab 
presented a different scenario than the 
previous polls, including the village 
panchayat elections of January 1993. This 
time new controversies were raised and the 
polls were held under the "shadow of 
mistrust”. However, calling it a "fraud”, as 
the opposition panics termed it. would not 
be justified although the factors of 
malpractices and manipulation for obtaining 
electoral victories, even at the cost of 
democratic norms, raised serious doubts 
about these elections The tacior ot 60 per 
cent indirect elections gave a detinue leeway 
to the ruling pany. By this the party made- 
up for the losses it suffered in the dircci 
elections. The losses in the direct elections 
could he mainly attributed to the increasing 
crisis of credibility and growing factional 
fights within the ruling party 
A variety of problems such as corruption, 
nepotism, misuse of power, high-handedness 
of police, paddy prices, dissidence. etc. made 
the situation embarrassing for the Congress 
during these polls. Even the judiciary struck 
down several decisions taken by the 
government regarding appointments, 
recruitments and nominations to the 
professional courses. These decisions were 
influenced by instructions Iront the 
poUticiansinpowcr. The Punjab and Haryana 
High Court had quashed the nominations to 
che MtVMS courses in the state medical 
colleges as these were made in order to 
favour the near relations ol ministers, 
bureaucrats and other influential persons 
So much so that the high court initiated 
contempt proceedings against the chid 
secretary for not implementing the order ot 
the cautt regarding the seniority <>t certain 
clerics in the Punjab secretariat Suc h Wows 
from the judiciary gave a good opportunity 

to the opposition patties in the state to accuse 


the Beam Singh gover nme nt ol'arbitmrinets 
in the grant of job*, quotas, licences and 
admissions to professional courses. 
Ministers were involved in the land-grabbing 
and related matters. Certain cases, tike the 
one in the Nusraii village of Ludhiana district 
where a minister allegedly forced the 
residents of the village to sell him their land 
at lower prices, became so controversial that 
some national and state opposition leaders 
visited the area to make on-the-spot inquiries. 
In another similar case, certain relatives of 
a minister were allotted land at reduced price 
by the Improvement Trust. Ludhiana. Above 
all. the case involving the chief minister's 
grandson wherein he and his friends allegedly 
kidnapped and molested a French tourist. Katia 
Donah! on August 31.1994 and September 
1.1994 dealt a severe blow to Beant Singh's 
image. The opposition groups tried locxtract 
maximum political mileage out of this case. 
They demanded immediate resignation of the 
chicl minister and the arrest of his grandson. 
It was only alter the arrest of his grandson 
that the atmosphere cooled down. 

Likewise, the issue of the price of paddy 
also stirred the Punjab countryside during 
the Zilla Parishad/Panchayat Samiti elec¬ 
tions. The government had to face an agitation 
when the farmers were denied the fixed 
price of Rs 3X0 per quintal for PR-106 
superfine variety. They were also denied the 
price ot Rs 360 per quintal lor the line 
quality ol paddy. The controversy anise 
when the paddy, which the farmers claimed 
to he of PR-106 superfine quality, was rated 
by (he grading officials as tine quality entitled 
to only Rs 360 per quintal. The grading 
officials lound that the paddy had a higher 
percentage of mixture of the lower variety. 
The procurement agencies complained that 
it had more than the permissible limit ol 
admixture. The rules ol Food Corporation 
of India permit an admixture ot 10 per cent 
of the fine variety with the superfine one. 
The farmers complained that it was not their 
I suit as there was an "unchecked udu Iteration 
of paddy seed" sold tothem Similarproblems 
had surfaced in Ihe previous year but the 

farmers were ultimately paid the higher price 
lor the entire stock (7Jie Tribune. October 
13 . 1994). This year. too. the Punjab 
government made an assurance to pay a 
bonus ol Rs 20 per quintal of paddy. 

The rice mill-owners in the state also 
showed reluctance to buy paddy as it would 


give them an inadequate margin of profit. 
They were disappointed when the central 
government refused to accept their demand 
for a levy price of Rs 774 for the superfine 
variety. The Purqab government recommended 
a pnceof Rs 732. But the central government 
scaled down the price to Rs 671.85 for the 
superfine variety. Rs 633.40 for the fine 
variety and Rs 582.35 for the common variety 
(The Chandigarh Newslifle. October 12. 
1994). Asaresult, procurement was held up 
and the mandis of Punjab were choked with 
grain. The farmers were desperate for cash. 

In the neighbouring state of Haryana, the 
farmers gheraoed the house ol a minister. 
The Bharatiya Kisan Union (BKU) leaders ' 
of Punjab unit also threatened to launch an 
agitation. A faction of the BKU called upon 
the fanners to huyemt the grain markets. 
They also agitated against the hike in power 
rates. 

The above developments revived morchav 
handhs and rallies which the militancy had 
put a stop for over a decade. In the immediate 
context, the growing disenchantment with 
the government considerably affected the 
prospects ol the ruling party in the Zilla 
Panshad/Panchayai Samiti elections. The 
‘peace card' which had served the electoral 
ends of tt»c Congress so far. was no longer 
effective in the new situation. 

Txswng Chavofs 

The opposition groups stressed that the 
voters should reject the Congress candidates 
because the ruling party had failed on ail 
fronts The major rival party, the Akali 
Dalt B). appealed to die people to gi ve a blow 
to the corrupt, inefficient, anti-trader, anti- 
employee .-nd anti-workers government. 
P,..tash Singh Badai. while emphasising 
more autonomy to the states, accused the 
ruling Congress of having failed on ait 
accounts, including the transfer of 
Chandigarh to Punjab, hooking the guilty 
in the anti-Sikh riots of 19X4. settling the 
mer-waters dispute, etc. Referring to Kant's 
case. Badai stud that the honour of women 
was not safe under Beam Singh's rule. He 
also accused the Congress of electoral 
malpractice Badai charged that the tone 
Election Commissioner functioned more as 
an extension ol the ruling pany than as an 
independent election commissioner. He 
launched an equally blistering attack agria* 
the Akaii Dalt A) and accused C S Tohra of 
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entering into a pact with the Congress. 
According to him. the entire poll campaign 
of (he Akali Dal( A) had been sponsored by 
the Congress. He also ruled out the accep¬ 
tance of the Amritsar declaration as it was 
against the wishes ol'thc Sikhs i The Tribune. 
October 7. 1994).* Later on January 20. 
1995. the party's Working Committee 
outnghtly rejected this eomroversinl decla¬ 
ration. calling it secessionist. Budal stressed 
internal autonomy for Punjab and 
mobilisation of all Punjabis irrespective ol 
religion and casie. His party leaders uxik 
a strong exception to (he Sikh clergy's 
meddling in the political affairs. 

The senior vice-president of Akali Dull B). 
Kuldeep Singh Wadala. alleged that Akali 
Dal(A) was launched with the blessings of 
the Research and Analysis Wing (RAW). 
According to him. the Akali Dalt A) leaders 
were supporting the Congress candidates to 
defeat the Akali DaHBIoominccs. Likewise, 
the secretary general of the Akali Dal(B). 
Sukhdev Singh Dhindsa. alleged that at 
several places banners displaying the poll 
symbols ol'thc Congress and Akali Dull A) 
were displayed on the same vehicles. 
Moreover, (he Akali Dal(B) leaders, 
denouncing ihc dictatorial ..ililude ol the 
ruling Congress, alleged that everything 
including the enacimeni ol Punjab Panchayai 
Aci. 1994, delimitation of constituencies, 
interpolation of villages, preparation ol 
voters' lists, setting up of polling booths, 
etc. was arbitrary and againsi all democratic 
norms (The Chtmdiyarh Newsline. October 
5. 1994). 

G S Tohra. the president of .Sniromani 
Gurudwara Prabhandak C ominmee t SPGC i 
and leader til the Akali Dali A), accused 
Badal of violating the Akal Takht directives 
in May 1994 and betraying ihe intercsis of 
the Sikhs and Sikh tradition and culiurc. He 
denied the charge that he had any secret pact 
with the chief minister Rather, he blamed 
Badal for having secret parleys with the 
Congress at the centre. He considered that 
it was the right opportunity for rural voters 
to teach a lesson to the corrupt government 
of Beam Singh. He believed that if the 
Akalis had contested the assembly elections 
in February 1992. there would mn have been 
a Congress government in Punjab. According 
to turn, the Akalis had stayed away from 
these assembly elections bcausc of (wo 
reasons. Firstly, the Akalis wanted the 
elections to be held only alter a solution was 
found to ihc Punjab problem, but the centre 
p referred logo lor elections without initiating 
any process in that direction. Secondly, the 
Akalis had agreed to the militants' decision 
not to contest elections. Branding the 
Congress government as corrupt, he said 
that four ministers in Beam Singh’s 
govern mem had accepted Rs 10 to 15 lakh 
for every appointment m excise and other 
d epart m en t* Another minister, during tab 


tenure as chairman of PUNSUP. had taken 
Rs 22 crore from u private company in 
exchange for a big cement order. Further, 
he accused the Congress of garnering Rs 
K.(KX) crore in the sugar scam. Regarding 
Katia's case, he demanded the registration 
of a criminal case against culprits involved 
in the incident l The Chtuuligarlt Newsline. 
September 24, 1994). 

Simrunjit Singh Mann and Jagdev Singh 
Talwandi ol Akali Dali A) criticised (he 
appointment ol Lt Gen (Retd) B K N 
C.hhibbcr as the governor of Punjab because, 
according to ihem, he had ailacked innocent 
Sikhs during the course of ann-militant 
military operations. In a meeting addressed 
by Mann, the audience raised slogans “Indian 
Army go back" and "General Chibbcr go 
hack". Moreover, these leaders charged that 
alter the arrest of his grandson. Beam Singh 
had no right to stay in power. Surjit Singh 
Bamala also sought an inquiry into the Kaliu 
case and resignation ol the chief minister. 
He opposed the construction ol Sutlej- 
Yamuna Link (SYL) canal and condemned 
the use ol oflicial machinery in Panchayai 
Samiti elections. Captain Amrinder Singh 
and Colonel Jusntcr Singh Bala alleged th.u 
the ministers were distributing cheques as 
development grants and BDOs and oilier 
officials were helping ihem. They warned 
Beam Singh lhal ihc moves lo keep Akalis 
away from power in the past had resulted 
in ihc emergence ol militancy (The 
Cliaiu/ifturlt Newsline. October 14. 1994). 
They also argued that the reservation of 
seats after the dcclaral ion ol results ol directly 
elected members was done to allcet the 
chances ol the Akali candidates. The 
reservation ol scats, according to them, 
should have been notified much before. The 
Akalis also approached T N Shcxhan lo 
prevent the ruling party from using unfair 
means. 

Likewise, the BSP leaders also alleged 
that ihc Congress was misusing government 


machinery and using unfair mean* in : 
counting. Sat rum Singh Kainth. leader 
the opposition tn the Punjab slate as sc ml 
and senior BSP leader, termed the Bet 
Singh government as corrupt against whi 
over a dozen judgment* have been pass 
by the judiciary. The BJP leaders demam 
CBI enquiry into the Katia episode and i 
resignation of the chief minister on mo 
grounds. They described the Zilla Parish; 
Panchayai Samiti elections as a "farce a 
stage-managed” show os these were h 
under the Punjab Panchayati Rqj Act. I9< 
which was in contravention of the model t 
of the central government. Further, the I 
leaden, asked how there could be free a 
lair elections in a state where the ministi 
had grabbed land and the courts had 
intervene to the extern of quashing I 
appointments of additional ETOs. uddilior 
DTOs. BDOs. teachers, and nominations 
engineering and medical colleges (T 
Cluuulinurlt Newsline. October II. 199- 
The chief minister, on the other bar 
claimed that his mivcnuncnt had success fu 
curbed terrorism and pul ihe disruptive fore 
under a tight leash He accused Ihc vario 
Akali leaders ol promoting terronsm whi 
had kepi the people of Punjab in an agonisn 
dark period for over a decade He mention 
that Simrunjit Singh Mann provided all km 
of support to terrorists and had played ir 
the hands of foreign powers. He accus 
Gurcharan Singh Tohra of giving shelter 
terrorists in the Gurudwara* who defiled I 
sanciuy of these shnnes. Similarly, Parka 
Singh Badal. according lo Beam Singh, ga 
shelter to a (op militant leader who w 
responsible for the killings of hundreds 
innocent persons. He cautioned the pco, 
lobe vigilant against Ihe 'nefarious' dcstg 
of ihe Akalis and appealed to ihem lodisca 
their anti-national and anti-social ideologic 
j The Tribune, September 20,1994). He sa 
that whenever the Akalis were in powc 
they had tailed to serve ihe people. Whi 
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dectartn# that hi* government wok keen on 
strengthening the pttochayati raj system in 
Punjab, the chief minister alleged that the 
Akahs had tried to scuttle the patichayud raj 
system when they joined hands with the 
militants and gave a cal for the resignation 
of the sarpanchcs in I‘>92. A number oi 
.sarpanchcs (around 250) also tell to ilk’ 
bullets of the militants. 

The chid minister made announcements 
regarding (he repair of all link mads, 
installation ot a 950 MW ihcnnal plant, 
setting up grain market sheds, a new 
polytechnic, railway bridges, stadium, 
hospital and more grants for thedex eiopment 
schemes lor villagesand wellareof scheduled 
castes and weaker sections ot socictv. 
Moreover, hi* maintained that his govern- 
ment had always timght lor the rights ot 
Punjab and the Puniabi language His 
government issued instructions to .ill heads 
ol departments to ensure .ill oflicial work 
is hetng done in Punjabi Moreover, lie 
reiterated that Ahohar and Fazilku would 
always remain a part ol the state and 
Chandigarh would he soon transferred to 
Punjab t The Tribune. September 26. 1994). 
Similarly. he assuror) the farmers the required 
quantity of water and Ks tg() per quintal lor 
the Superfine paddy in the state The state 
ministers labelled ihc K.ilta else as a 
conspiracy against the Congress gos eminent 
and the chid minister s lamtly One ot the 
Congress MLAs even claimed that the Isatia 
incident was pan ot a big conspiracy hatched 
hy tltc CIA agents to tarnish the image ol 
Bcanl Singh t The Tribune. Seplemhei 12. 
I9U4). 

The campaign was conducted hy the local 
leaders on door-to-door basis 1'lie state 
Icitdcrs addressed rallies in dillererii parts 
There was hardly any emphasis on public 
meetings, posters, banners, inandeslos. etc 
However, liquor was distributed as heels as 
ever 


Pott. Vi tout a 

In the indirect elections, the turnout ot 
sarpanchcs ol the 11.5K4 village panchavats 
was almost total. It was only m csccptionji 
cases that the sarpanchcs did not cast vote 
On an average, each candidate needed live 
sue sarpanchcs votes lot his/lter elec tion to 
the Panchayat S.tmiii In most cases. the 
candidates brought along with them 
surpunches who were to vote lot them 
However, in thecase ot direct electi. ms out - 
65.5 per cent voters cast their votes lot the 
Panchayut Samiti scats and 65 7 [>cr c ent lot 
thcZilla Panshad. Polling was higher m the 
Malwa hell consisting ol l.udhiana. Patiala. 
Ropur. Mansu. Mogj. bangrm I eiorepm. 
Faridkot, Rhatmda and F'aichgaili Sahib 
districts, in districts like Maitsa. Sjitgror aiul 
Fulchgarh Saheb, polling lot Panchayat 
Samitis was ax high as 7'6, 72 I and <"• 
per tent respectively. The lowest was 55 s 


per ccnl in the Gurdaspur divlnct ol the 
Majha hell Next to it was in the Julluodur 
district (59.6 per cent) in tltc* Do.ibn region 
between Sutlej and Ileus Stmt furl rends were 
noticed in (lie case ol Zillu Panshad polls, 
hven dunng the village panchayat polls ol 
199.5 a similar pattern was observed. 71k 
polling was comparatively higher m the 
Malua region In most elections, including 
Ihc parliament and state assembly polls, this 
nend has heen there fhe Malwj region is 
dominated hy the middle and large 
landholding Jut-Sikh peasants who have 
established their supremacy m the Akali 
Dal. and 'Panlhie' politic s in particular and 
Ihc state politics m general Most ol the top 
Akali le.idcrs.includingParkashSinghHad.il. 
G S Tohia. Surjil Singh Harnala. Simr.utiii 
Singh Mann. Jagdev Singh lalw.mui etc 
belong to this legion. The Majha and Doaha 
legions on the other hand, have a sizeable 
urban population and are dominated be the 
small Jar-Sikli tanners When the Akali Dal 
became a luling party tn the initial years ot 
the newts teoigamscd state ot Puniab. it 
initiated some development activities 
(irrigation, electricity, roads* m the Malwa 
belt Prior to tins, it was lar more backward 
than the other two regions the MjiIi.i amt 
Doaha 

Incidentally, the turn out m the /alia 
Parishad and Pane hay at Samit i elections was 
much lower than the January 1995 village 
panchayat polls. I heemltusiasm among the 
[icoplc seeiiieillo havceoiiMder ably dcs lined 
Those w ere iIk day s when thee htef minister. 
Meant Singh due* to his uiumph t>ver militants, 
received applauds trom diverse sections 
ol |k*ople and was hoiuuircd willt tilIc ol 
Shci-e Puni.ih' Howeser.subsequently.in 
I he absence i it credible pcrlormance. people's 
.ilicn.iiion trom the ruling party increased 
It also atlected the turnout during the /.ilia 
Panehad/Pamhasut Samiti elections Among 
various u’.isons dial led to tltc low turnout 
weie decline in the image ot the luling patty. 
,|i videdo)V)iositioii. in. idequatc electioneering, 
paddv harvesting, am! the hi'lding ot direct 
[kills lor only 40 per cent ol the seals A 
eomp.ii.Ki'c pivtute >'l polling in the /ilia 
Paiish.uPP.mchay.il Samiti ol 10 )4 and the 


village panchavji elecltonc ol I90i may he 
seen Irani Table I 

As the elections in Zilk, Panshads and 
Pandi.iy.il Samitis weir comple'ed under 
ihe provisions ol ihi 7 Oil Aniendmenl all 
the politic al parlies in the sure p inn touted 
in these |>olls However most oppnapon 
groups wore as divided as evci. Hie Akahs 
were divided into two major panic 1 . Akali 
Dali A i and Akali DallB j( I,, re was a th.rd 
gioup ol Akalis-Akali DaHHaba' - hai il 
was a marginal group with a meagre suppoit 
ill lew constituencies The divided Ak.ilo 
proved lo be advantageous lo the ruling 
party Moreoce<. ihc Akali DaKBj. which 
was the mam rr.al or ihe oiling party in the 
state, had to contest as an independent as 
it was dented recognition bv the election 
authorities The symbol n| the Akali Dal. 
i e scale was allotted to Akali Dali A i m 
winch Ihc erstwhile Akali Dal (iaingowal) 
It.-iJ merged its idciiiiiy in Mac 1994 But 
hi terms of its following among the people, 
this group was no where near the Akali 
l)aUH> With a view lo damage turthcr, the 
Akali DallBi was denied even a unitorm 
sy mbol due lo wbiehsv mholsol its nominees 
vjrieJ from one electoral zone to another. 
Hie BSP was thc’ihnd ir.ajoi group in villages 
which contested (lie polls on its symbol, 
etophant 

The Ak-.lt DahBi. rlioueh ii was denied 
the status oi a party and a symbol, emerged 
second ii'. these elections A.ound naif ot the 
seals.aid voles scared hv ihc independents 
mi.hePartsh.o a: S.muti bredpoll'belonged 
to the Akali lJ.d.Bi candidates Moreover, 
ir. Amritsai. Hhaimda. Paiehgarh Saheb. 
l.udhian i. M,msa..SangmrahdotherdisfricLs 
theiwo Akali groups it put tiigether. Ictched 
mine sole' •*’ m the ongress So much --o 
th. .1 ilk.’ voles polled hj these two Ak<Ji 
groups and the BSP were coumeJ together, 
iheir tally would be laigcr than the ruling 
parts s in as mails as 12 i ’it ol 14 districts 
in the state In tact, in Fatehgarft Saheb. 
Fcic'zcpur. Jullunduf l.udhiana and Mansa 
districts these’ parties together polled over 
51) per cent vote's in direct elections. The 
Congress (icrlutmnmc in ditlcrem dislnctv 
ranged between 22 to 57 per cent votes On 


J via i s p.Kivuisi bn. li-.s.'i CitsiMsuslVni -Ciimksiis an 
i, vs .1 Svmi.is >M Zn » a I'akimiaua 

— * - 



1 ot.it 

\<* 

Kesiills 
ik'c talc'd 

i '•ateivsv 

ADiK) 

ADtAi 

CPI’ 

l.'PM 

BSP 

Others/ 

InOepeodcus 

s ll.it I lik'd »*! 

Pans fuv .ii 

i 

_ |ii 

US 
,74 SI 

<1 

iS 41 

i> 

l4 6l 

2 

\i S» 

2 

it 51 

12 

IV 2t 

NjllUll*. 

\ la- rh.miiR'11 
lit P.lllkhjVill 

1 \h 

i to 

76 
|SS s 

14 

IKISl 

10 

17 7i 

H M 

S 

(6.2l 

?' 

ti5a» 

S.IUM11V 

UMiink it oi 
/ills* PaM’ih.ul'- 
Vka* ('hsiintvn 
t| /i|U r.in-lunls 

14 

14 

1? 

12 

12 

Ml»J* 

/ n 


1 

■ K <1 





J525 


Economic and PolttK.il Weekly it""’ |,w * 



ihe whole, around 62 per cent votes in the 
direct elections were captured by the various 
opposition parties and independents as can 
be seen from Table 2. 

In terms o* seats, the Congress won 402 
out of 9X1 seats for which results were 
declared. The results of one Panchayut Sanuti 
was withlield and that ol another was stayed 
by the high court. Akali Dali A) won KM 
seats, BSP 85. CPI 13 and CPM seven. Out 
of the 385 seats won by the independents 
17V belonged to Akali DaltBi and sis to 
BJP. Altogether, the results show lhai the 
Congress! 1) emerged as the single largest 
party in the direct elections with 41 percem 
scats in Panchayat Samilis and 44 per cent 
seats in Zilla Parishads. in Amritsar. 
Kapurthala. Fandkot. Fatchgarh Sahcb. 
Mansa and Sangrur districts, the two Akali 
Dais won more scats than the Congress. The 
Akali DaltB) alone fetched more seats than 
the Congress in Amnisar. Mansa and Fandkot 
districts. Likewise. Akali Dnl(A) captured 
more seats than the Congress in the newly- 
earved district of Fatchgarh Saheb 
Interestingly, the performance ol Akali 
Dal(A) was quite impressive in Fatchgarh 
Saheb, Patiala and Sangrur districts. This 
has to be solely attnhuted to the personality 
factor as G S Tohra belongs to Patuia. 
Simranjit Singh Mann to Fatehgath Salieh 
and Surjit Stngh Bamala to Sangmr. Ol the 
remaining groups, the BSP made its presence 
felt in Ferozepur. Hoshtarpur and Jullundur 
districts. In Forozepur, it was supported by 
the scheduled caste and Rat Sikhs. In 
Jullundur and Hoshtarpur the scheduled 
caste support determined the party's 
performance. The proportion of scheduled 
castes in these districts is as high as 34 per 
cent. Incidentally, sis out ol ihc nine BSP 
MLA.s were also elected Irom these two 
districts. One MLA and one MPol this parly 
were elected from the Fero/epur district 
However, in the indirect elections ihc 
Congress won an absolute matnnty hy 
wresting over 67 per cent scats in different 
Panchayat Samilis. Next to the Congress 
was the Akali DaltBi which won 201 scats. 
Most other parties failed to make an impact 
in the indirect polls. The Congress sweep 
in the indirect polls helped the party iti 
establishing its hold over the Zillu Panshads 
and Panchayat Samilis in the slate. Had there 
been no indirect elections for 60 per cent 
of the seats, the Congress would have laded 
to win a majority in Panchayat Saimtis and 
Zilla Panshads, thus losing elections ol 
chairmen and vice-chairmen of these bodies 
at many places. It was because ol this (hat 
the opposition parties made a hue and cry 
over the issue of indirect election. Table 4 
reveals the preponderant positronol' the ruling 
party in the indirect dcctums. 

Since the indirect elections made the ruling 
party’s position indomitable, n won 75 per 
cent posts ot chairmen in the different 


Panchayat Samitis. Similarly, it hugged 5M 
per cent posts of vicc-chainncn. In some 
cases, the victory of Panchayat Samiti 
chairmen was determined hy the votes of 
MLAs. Incidentally. the numhcrol'C ongress 
MLA.s in the present state assembly is 87 
in the house of 117 members. This is so 
because ot the boycott by the Akalts of (he 
assembly polls held in February IMM2. 

The election of a large numhei ot 
Congressmen as chairmen of Panchayut 
Samilis ensured the party's victory in Ihe 
elections ol the chairmen and vice-chairmen 
of Zilla Panshads. The voters lor Ihe election 
of the chairmen and vice-chairmen of Zilla 
Parishads consisted of the chairmen of 
Panchayat! Samilis. directly elected members 
of litc Zilla Parishads and the MLAs and 
MPv m the district Out of 13 MPs from 
Punjab 12 belong to the Congress. All this 
made it possible tor the party to win in all 
the 12 Zilla Panshads where the resulls were 
declared. The results of the election lor the 
posts of chairmen and vice-chairmen ol iwn 
Zilla Parishads could not he declared because 
of writ petitions. Bamng the posi of vice- 
chairman ol the Mansa Zilla Punshad. the 
rest were captured by Ihe Congress 
Table 5 gives the partywise position with 
regard to chairmen and vice-chairmen of 
Panchayat Samilis and Zilla Parishads. 

Punt in m PiM.mi v. Li in s 

Most ol tnc candidates |or the Punchayut 
Samiti and Zilla Fanshad elections came 
Irom relatively well-otf families. Almost all 
ihc leading agncultunst families had ihcir 
members in Ihe election Iray. Besides ibis, 
many ministers and legislators had put up 
their close hlood-reluiions as candidates. 
Several members of Panchayut Samilis and 
Zilla Parishads belong lotbc lending tanulies 
ol their respective ureas. Some ol Ihem have 
become chairmen and vice-ctiairmen of tliese 
bodies. The chairman ol the Ludhiana Zilla 
Parishad happens to he chict minister’s sim 
Our held siudv ol Panchayat Samilis ol 
Amnisar. Juilumiur. Ludhiana and Patiala 
districts revealed lhai inanvelccied members 
were nch farmers having additional sources 
ol income like transport, contracts, mines, 
brick kiln, rice slieller. comnussiiHi agents. 


etc. An appreciable number of them belonged 
in Ihe well-off Jot-Sikh Families. Many ol 
the scheduled castes and women members 
also came from relatively well-off families. 

An aliempt was also made to collect 
information on the background of members 
from the office ot the Director of Panchayat* 
at Chandigarh The otfiec collects 
information only on two variables, namely, 
age and education. However, nut of the 14 
districts in the state only six hud sent such 
information so fur. These six districts were 
Bhalimia.Gurda.spur. Jullundur, Kapurthala. 
Mansa and Sangrur. In alt. the office had 
information ol M23 Panchuyal Samiti 
members. 108 Zilla Parishad membcrs.105 
chairmen and vice-chairmen of Panchayat 
Samilis and 10 chairmen and vice-chairmen 
of Zilla Panshuds 

As regards age. a large number of Ihe new 
incumbents belonged to the middle-age 
category of 41 -60 years The next mam age 
group was ol 25-40 years. Out ol the total. 
5I.M per cent ol the Panchayat Samiti 
members. 48 2 jier cent ol the Zilla Parishad 
members. 52.4 percent ol the chairmen and 
vice-chairmen of Panchavat Samitis and 40 
percent of the chairmen and vice-chairmen 
of Zilla Parishads belonged lo Ihe middle 
age category of 41-60 years Next lo it. 42 
per cent ol tile Panchayat Samiti members. 
46.3 ol the Zilla Parishad members. 41 per 
cent ol ihc cluti men and vice-chairmen ol 
Panchayat Samilis and 50 per cent chairmen 
and vice-chairmen ot Zillu Parishads 
represented the age group of 25-40 years. 
Most of the memhers and heads ot the 
Panchayat Samilis ami Zilla Parishads thus 
represented the middle and younger age 
groups of people in the villages (Table 6) 

With regard to education, the single largest 
group was educated up to the matric level. 
Next came the group ol Ihc under matne. 
Only a small group <>( 17.*fpcrcettt memhers 
ol Ihc Panchayat Samilis. 27.K per cent ol 
the Zilla Panshuds. 21 per cent of chairmen 
and vice-chairmen of Panchayat Samilis ami 
It) per cent ol chairmen and viee-chamnen 
o| Zilla Parishads were educated up to the 
level ol graduation and above. This shows 
that only a small group of Panchayat Samiti 
and Zilla Parishad members have obtained 
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higher education. Interestingly, 12 per cent 
member* of these bodies had no lorinal 
education at all. Though the attainment of 
formal education alone may not necessarily 
determine the quality of political leadeis it 
plays a significant nile in improving iheir 
vision, functioning, and comprehension 
Further, the level of education of leaders .11 
the grass rotas helps them in regard to iheir 
dealings with the bureaucratic machinery 
The official machinery may lake undue- 
advantage of uneducated members. 
Comparing these elected candidates of 
Panchayat Samitis and Zill.i Parishads wnh 
thcsarpanches and punches wlto were eleeied 
in January 1993 reveals that only a small 
group of 10 per cent sarpanehes and 3 per 
cent panches in the state had obtained 
education up to graduation and above 
Moreover about a filth ol the sarpanehes 
(out 01 a total ol I 1.498 m ihc state) and 
one-third ol inc punches toui ol a total ol 
62.166) had no education at all In view of 
the gigantic responsibilities ihol are 
shouldered hy the panchayat 1 ra) institutions 
under (he new setup, some piogrammcs or 
courses need In he planned and introduced 
to train and enlighten the eleeied members 
Gcndcrwise the peieentage of women 
members in Panchayat Samitis and Zilla 
Parishads tended to be serv low rreiause the 
nrovision lor V) per een* revruid seats tor 
women was made applicable <.my in ihc 1 asc 
01 directly elected members t)m 01 983 and 
274 directly elected mcmbcis ol Panchayat 
Samitis and Zilla Parishads 319 and 89 were 
women respectively. This piovision was not 
applied in the case ol the 1.456 indirectly 
elected members ol Panchayat Samitis who 
were elected by the sarpanehes trom amongst 
themselves These sarpanehes were eleeied 
in January 1993 when the 73rd Amendinent 
was yet to be enforced. Interestingly, lire 
numbet of wtrmcn members among the 
sarpanehes and panches in 1993 was as low 
as 1.2 percent (139 women sarpanehes 1 and 
15.1 per cent (9.376 punches 1 respccovcly. 
Similarly, the representation ol scheduled 
casics sarpanehes and punches in ihe state 
was only 7.3 per cent (H40 sarpanehes) and 
24 4 per cent 1 15,148 panches) respectively. 
The actual ratio ot scheduled castes in the 
population of Punjab according to the 1991 
census was 28.3 per cent. Thus, their 
representation in the village panchayats 
during 1993 hardly conformed to their actual 
propoitkiQ. However, in the Zilla Panshad/ 
Panchayat Samitt elections the government 
made reservation lor the scheduled castes 
and backward classes. As a result, out of 983 
directly elected members of the Panchayat 
Samitis that were 320 scheduled castes 

(200 malea and 120females)and 46 hack ward 

cane membe rs . However, if this criterion ot 
reservation waa also applied to the erection 
of 60 per cent indirectly elected members 
this gap wouiu have been bridged. Thus, the 


existing anomaly needs 10 be removed so 
as to provide adequate representation to the 
scheduled castes and women in line with the 
7 3rd Amendment. 

Pux 1 -E 1.11 -nos Fiat mi m 

The Zilla Panshad/Panchayal Sainiti polls 
in Puniah witnessed electoral politics ol Ihe 
pre-Hhindraii wale phase. While ibeCimgress 
tried lo lake lull advantage ol us position 
in maintaining atuf consolidating Us hold, 
the opiNisiium groups loti no stone unturned 
to expose and damage the lormer s image 
among (he voters Most political parties, 
which had gone mm hibernation or laced 
a situaiion ol near extinction during the 
turholem years, actively participated in the 
polls. However, ihc Congress which made 
sufficient inroads in the countryside during 
ihe panchuym elections ol January 199 3 and 
the suhscqueni by-eleclions. (ailed 10 
maintain its position because ot discontent 
over a plethora ol issues. Likewise, the Akalis. 
due to acute factionalism, also tailed to nuke 
much hcadwnv among the rural voters. Tire 
Sikh peasantry hardly rallied around the 
dividcd Akalis In fact, ihc declining image 
ol the Congress and the acute taeimnahsm 
ol the Akalis had dampened people's 
enthusiasm, resulting in considerable 
decrease 111 (soiling percentage during the 
Zilla Purishad/Panchjyat Sanuli elections. 
In terms ol leadership, the prosperous 
mdmdiuK having heller socio-economic 
status, dominated m these bodies. An 
appreciable number of them belonged to the 
younger age-group nf25-40years. However, 
in matters ol education, a large numher ol 
them had obtained either school-level 
education or were uneducated. The low 
representation of women and weaker sect ions 
was another shortcoming of these elections. 

The post-poll scenario ol stale polities 
indicates that the elections have paved way 
lor the revival ot morchas and agnations. 
Fhe Akali Dal( BI launched the 'Save Punjab' 
moreha on January I. 1995 to achieve three 
mam objectives: to get the demands of Punjab 
accepted by the centre: to expose corruption 
and other misdeeds ot the state government: 
and to dislodge the party running the state 


add central governments tThr Tribune. f 
January IK, 1995). Iliidal expressed. 'We £ 
will go to every village to mobilise people. - 
Wc want to raise a v.ny big 'Jan Shako"' 

The Afcjli Dal< A) leader.G S ronra.on the 
other hand. Saunched ihc ‘Panlh hachao' 
moreha. He accused the Congress regime »t 
being anti-Sikh and talked about an 
indcirendcnt si ate ot Punjab within the Indian 
confederation Some Akali Dat iA> leaders, 
like Simranjil Singh Mann, advocate 
'Amritsar declaration' lor the establishment 
ot a separate sovereign state of 'Khalisnan'. 

A rebel Congress MP. Jagmeet Singh Brar. 
launched ihe ‘Lok Yudh' moreha to expose . 
comiptiuti. nepotism and favouritism of 
Beant Singh's government. To undo any 
harm ihese morchas might render. Beant 
Smgh launched an offensive against the 
opposition. He staled. “Il was my government 
which brought about an atmosphere where 
the Akalis can hold morchas” i7V Pioneer. 
January 9. 1995). Moreover, the Congress 
launched a week-long celebrations on the 
occasion or the completion of Beam Singh's 
three years in office. Numerous new 
development projects were announced on 
this occasion. 

The most notable contribution of these 
elections was that they inspired the major 
political parlies to achieve unity in thetr 
ranks. The Congress stalwart*. Buta Singh 
and Beam Singh, were brought together by 
mduciingihc tnoncrimoihecemral ministry 
m February 1995. With this. Congress 
dissidents who supported Buta Singh also 
tell in line wnh Beam Singh. Earlier, the rift 
tviwccn Buta Singh and Ream Singh had 
got mam tested in the issuing of a show cause 
notice bv me Pradesh Congress Committee 
to Buta Singh and his supporter* and in ihe 
reshut fie ol the ministry wherein two 
minister*, including Buta Singh's nephew, 
were dropped. Dissent also erupted within 
the chiel minister s inner circle. The 
differences between the chief minister and 
Maninoerm Singh Buta. a Punjab minister 
and president of All India Youth Congress, 
surfaced in May 1994. Lately. Bttu has 
alleged that the political secretary of the 
chief minister had links with the terrorists 
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(77w Tribune. January 12. 1995) and hail 
allocked ihe Youth Congrc.ss workers in 
Ludhiana. Howevei. with live expulsion of 
Arjun Singh from the party, the critics and 
rebels of all hues wen; silenced tor the 
moment. 

The warring Akali factions also decided 
to bury thetr hatchet with a view to displace 
the Congress from power. Before May 1994 
there were as many as eight Aknh parties 
in the state. The eflorts to unite the Akalis 
were initiated by the Akal Tukhl acting 
Jatedhar. Mantit Singh, who succeeded in 
bringing together six groups under one unit 
called Akali Dal (A) in May 1994. But this 
unity is incomplete until the Akali taction 
led by Parkash Singh Badal. former chief 
minister and a mass leader of Fuii|ab 
peasantry, gets united with the party. The 
victory id Akali Dal iB) in the Ajmila 
Assembly by-election in May 1994 lurthcr 
distanced it from the Akali Dal(A). Most 
Akali Dal( B) leaders interpreted it as a verdict 
against Beam Singh as well as ihc Akali 
Dal(A). The Akali Dal(A) was labelled as 
a party of leaders without followers in the 
state. Badal became indifferent to unity talks 
and asserted that unity without principles 
would prove meaningless. However, with 
the election of G S Tobra as SGPC president 
rn November 19*J4, and subsequently, his 
party's improved performance in the Zilla 
Panshad and Panchayat Samiti elections in 
Patiala. Fatchgarh Saheh. Sangrur districts 
prompted Badal and his supporters to 
reconcile to the situation. The Sikh clergy 
hadalsoinvolvcd some university professors 
in the unity efforts. On February 22. 1995 
these unity efforts bore fruit when the two 
major Akali factions agreed to lorgc unity. 
A nine-member panel was constituted io 
finalise the organisation and the political 
goals of the united party. The Akali leaders 
committed themselves to create a congenial 
atmosphere and forget the past bitterness. 
Formally, the two major factious united to 
form the Shiromani Akali Dal on April 14, 
1995. The 1978 version of the Anandpur 
Sahib resolution, which was adopted at the 
open session of the 18th All-India Akali 
Conference held at Ludhiana on October 
28-29. 1978 formed the basts of the unity 
between the two factions. This version 
eschews secession and lays emphasis on real 
and meaningful federal principles. Ii is this 
version which was authenticated by Sant 
Harchand Singh Lunguwai and is referred 
to in the Rajiv-Longowal Accord. 1985. 
After achieving unity. G S Tohra remarked 
that the days of the Bcatu Singh government 
were numbered. Likewise. Parkash Singh 
Badal. while expressing satisfaction with 
the unity move, stated that the Shiromani 
Akali Dal would take people from all walks 
of life into confidence to oust the Congress 
from power. Badal was made the president 
of Shiromani Akali Dal on Apnl 22. 1995. 


litis unity is a by-product of the Zilla 
Parishud/Panchayui Samiti (Mills which made 
it explicit that the divided Akalis would not 
be able todislodgc the Congress trum power. 
Badal".s outright rejection of the controversial 
4 Amritsar declaration" was an indication 
that the united party would operate within 
the moderate framework. In tact, not many 
people m Bunjab would like to associate 
with the extremist line since it brings hack 
mcmoiics ol the decade-long turmoil in the 
•stale. This uni. was the unambiguous message 
emanating I rum the recent Panchayat Samiti 
and Zilla Pari shad elections. 

The Congress has also worked out us 
strategy in response io the challenge posed 
by the Akali unity. The chief minister, has 
stepped up his all-out offensive against the 
Akalts by alleging that W-y are bent upon 
spoiling the peaceful climate created by the 
Congress government altei lacing great 
difficulties Besides, various concessions 
have been extended to the stale government 
by the centre Recently, the ptitnc minister. 
P V Narastnilia Ran. while addressing a 
mammoth rally at Ludhiana on April 20. 
1995 announced that the slate's staggering 
debt of Rs 5.80t)crore would be waived. Ihc 
pending clauses ol the Rajiv-Longowal 


accord would be implemeiHed and i 
assistance would he provided ft 
completion ofthcTheindjun. He alto 
the people of Punjab for fighting agaii 
menace ot terrorism and said. “thos< 
have been killed in the fight cannot be ht 
back hut we will give one-and-u-hal 
more assistance to Punjab fur develop 
{The Tribune. April 21, 1995) 
announcements, us apparent from the it 
in which they have been made at a 
public meeting, will influence die pro 
of the ruling party in future elections 
state 


Notes 

1 The Amritsar declaration, which wax 
at Akal Takhi on Mav I. I‘W4 in the pr 
of the Sikh high tiricsls. aims al achie 
aulononvms region wilhm the lederul 
lure where the Sikhs could enioy a g 
Irccdonv. it il was nm fulfilled, the 
I lull A) would wage a struggle tor a nos 
Sikh slate the radicals in ihc party vi. 
the establishment ot a sovereign Sikh sb 
the true obteeiise ot the declaration 

2 For details, see P S Verma. 'Dynamic 
Panchay jldccdonsin Punjab'. Pnimrai 
ihh\ Journal of Intlni. Vol .1, Issues 1 
tuly-lXfcinber. iW4 
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Budgetary Silences 

Padmini Swaminatiuui 

The crisis managentent approach' adopted by the finance minister has meant that the livelihood concerns of the 
vast majttrity of the people in this country matter very little to the reform process. This article focuses attention on 
components of the budget which are vital for the enhancement of the quality of life of the people hut which, unfortunately, 
have been rendered peripheral by an absence of vigorous discussion. 


THE amount of newsprint expended to 
characterise the budget as populist’, 
popular', election-friendly etc. largely 
because ol a visible social assistance 
component outlined among its contents has 
had the adverse impact ol marginalising 
discussion on this and a whole range > >1 other 
issues. Over the yean, the budgets have lost 
their moorings inasmuch as they have no 
comprehensively articulated goal to which 
they can address themselves. This has a lot 
to d«) with the dilution of institutions like 
the Planning Commission which, ai least, 
earlier used to provide a long-term locus, 
with budgets taking care ol short-term 
adjustments and taking stock as it were of 
yearly performance. Manmohan Singh has 
had the unique opportunity ol ptcsenling 
every single budget since the initiation of 
reforms in 1991. t'nfonunaiely. the ’crisis 
management approach' adopted by him. and 
given the proclivity of his party to shun any 
radical restructuring ol the economy, has 
meant that the livelihood concerns ol the 
vast majority of the people m this country 
matter very little to the reform process Out 
assessment of the budget, therefore, lot uses 
attention on such components ol the 
ikx-umem which in our opinion are more 
vital tor the enhancement ol iltc quality ol 
life ol Uic people but which, unlnrtunaicly 
have been rendered peripheral hy an uhscnsc 
of vigorous discussion. 

Sooai. AsscviAsn Pkookasou 

What is remarkable about the budget 
1995-% presented hy Mannuihan Singh 
tin contrast to the other lour budgets 
presented hy him since 19911 is a national 
admission of the highly exclusionary nature 
nl economic development. Despite tall 
claims of apparent economic advancement 
particularly since the relonns. the visible 
persistence of inequality, illiteracy and 
loverly, with rising absolute numbcis ot 
people below the poverty line, arc too 
embarrassing to be ignored any tonga. 
The human development index devised hy 
DNOP and other international bodies 
placing India even below us immediate 
neighbours has added considerably to this 
embarrassment. 

Hitherto, many ol ihc items comprising 
■he social assistance progtamme announced 
hylhc finance minister have been m operation 


at various levels in different regions albeit 
in an isolated fashion. Just a handful of state 
governments operate schemes targeted at 
particular sections ot the poor. Otherwise, 
hy and large, it is the NGOs and women’s 
organisations working at the grass roots 
level who have taken on the hulk ot the 
responsibility in addressing the issue ot 
poverty. A budgetary recognition of the 
need to provide tor social assistance to 
address the worst forms ol tlie manifestations 
ot poverty is ihcictnrc welcome, inasmuch 
as the issue ot the persistence of |x>verty is 
brought to caitrc-stage so that poverty 
alleviation through social assistance is no 
longer |ust an NGO or women s issue (and 
therefore peripheral to other state aens Hies) 
hut central to state intervention whatever he 
the lortn ot governance. 

There is no question that Ihc social wcllare 
programmes so tar in existence arc Hawed 
and impcrlcct. Women's oigamsaiioiis, 
labour unions, groups dependent on these 
pmgrammes. etc. have I seen vociferous in 
critiquing these programmes Two very 
different sets of criticisms need to be sorted 
out here. The right attacks the programmes 
on grounds ol their high cost and alleged 
inefficiency. The tell and supporters of the 
progtammes criticise them lor then 
inadequate coverage, insulticient quantum 
ol help rendered, punidvclcrmsoi ten exacted 
as j condition lor receiving benefits or 
services (therefore excluding genuine 
beneficial icsi. and profiteering by the bodies 
involved in the provision ot services. While 
ii may seem th.it neither the right noi lett 
is happy with the programmes, the 
unhappiness ol ihc lett is in loci a product 
ol aqualitaiively different critique - it stems 
troni an assessment that makes government 
directly responsible for mtervcniion in order 
to alleviate poverty. 

Die feasibility ol the social assistance 
puigramnic. the institutional back-up 
requited to administer and monitor the 
progiamme.lhclinancial implications of the 
same - these arc not insurmountable: that 
such a scheme can be viably administered 
has heen well argued out in an article by 
S tiuhan tl99.t). What needs to be 
mu mounted, however, is ihc (tervasive 
pessimism at diet mg Ihc intelligentsia of (his 
coiiiiti v. who have over tlie years almost 
given up the battle and now contribute very 


little intellectually and otherwise, towards 
chalking out concrete and operationally 
feasible lime-bound programmes ol action 
to alleviate poverty. 

Exclusion from economic development is 
not unique to the developing countries, 
poverty in the US. for example, has always 
been disproportionately concentrated among 
minorities but ol late the convergence of 
gender and class is unprecedented in 
American history. Women, especially 
feminists, now lead the way in resisting the 
attempt to destroy the welfare state in the 
US Ii is. therefore, not just ahsurd but even 
inhuman to even suggest lhat the millions 
ol poor households who will be 'with us’ 
lor decades to come should wait patiently 
fur promotional measures In enhance their 
general livi.-g standard' and expand (heir 
bas.c capabilities. 

Eswxivxu-vr 

...We !a)vo| worked towards a broader 
objective of shifting the economy on to a 
path of rapid, employment generating 
growth. Growth has created new jobs for our 
pc. ,>te. In 1991-92 total employment grew 
hy only about .< mitli. n In each of the two 
years ihcrea; icr employment increasediwicc 
as .. si. with ahoul f> milium new |obs added 
each year. The met ease is expected lc he 
even higher in 1994-95 The drawing ruom 
Cassandras who predicted massive unem¬ 
ployment as a consequence of the reforms, 
have been conclusively proved wrong. 

It is estimated that the Rural Employment 
pi ograinmcs under ihc Department of Rural 
DevcIopnHmt generated about 800 million 
inumiaysof employment in 1991-92. In 1995- 
% these programmes arc estimated to 
generate 1.290 million mandays of employ- 
mem |Finance Minister's Budget Speech). 

Nowhere docs the finance minister provide 
us with information on the kind of 
employment generated. Ihc categories of 
people who have benefited by this 
employment, the level of wages poid. etc. 
We also need to have on idea of the 
employment lost due to closure of 
establishments. Otherwise it is nut char How 
one can armc at the net accretion to 
employ mem cither at u pmm ot time «« over 
a period ol time Further the qmditv ol the 
cmfdoytncm generated is another casualty 
in the whole discussion on “reform prouefied 
empfoymcntgtmeratinggn>wtfi’ If requires 
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no great research to comprehend that the 
rural employment programmes under which 
x million mandayi are to be generated tormi 
part of the Informal sector to which almost 
90 per cent of the Indian labour force is 
condemned. While informal sector 
employment is the only option available to 
the majority of those existing and those 
joining the labour force each year (unless 
one chooses to opt out into the fold of the 
unemployed), an increase in informal sector 
employment is not a matter to feel elated 
about and/or to be emphasised and 
highlighted as an achievement as the finance 
minister has done in his budget speech. 
Worse, the history of economic development 
does not support the theory of the transition 
from informal to formal sector employment 
even over the long run. 

It would not be out of place to refer to, 
in this context, the statement released by 13 
well known economists and former 
bureaucrats critiquing the ongoing reforms 
in India, and, the reply to this critique by 
T N Srinlvason and Jagdish Bhagwati {The 
Economic Times. April 17). The latter have 
pulled up the group of thirteen for offering 
no evidence to support the contention of 
increasingpoveny and unemployment under 
the reforms. Srinivasan and Bhagwati are 
factually correct in that the only published 
national level data on employment and 
unemployment is from the 43rd round of 
NSS for the year 1987-88. 

But. by the same token, it becomes doubly 
important for the finance minister and his 
advisors to support with hard disaggregated 
level of evidence the claim of six million 
new jobs created each year in the last two 
yean of the reforms and how this will increase 
in the next financial year. The misgiving, 
that the finance ministe'r is talking of 
employment of a low quality, is all the more, 
given the following: (i) the trends in 
employment growth in India during the 
decade of the 1980s; (ii) the experience in 
many parts of the world of the phenomenon 
of jobless growth; <iii) Srinivasan and 
Bhagwati's subsequent muted silence over 
the whole matter and refusal to go beyond 
taking the group of 13 to task and face the 
issue of employment generation within the 
framework of the current reform agenda of 
the government of India. 

The employment generation capacity of 
Indian industrialisation has been extremely 
limited. Growth in employment in the 
organised sector slowed down considerably 
from 2.7 per cent per annum in the 1970s 
to 1.6 per cent per annum in the 1980s. The 
slow down in the growth rate was in both, 
the public as well as the private sectors The 
slowdown wa* more prominent in the second 
half of the I980», which incidentally was 
a period of high growth of ahnoM 8.4 per 
cent per annum in industrial production. 
Only about 10 per cent of die working 


population of the country is employed in 
the organised sector. Of this, about 55 per 
cent is in the services sector and less than 
30 per cent is in (he manufacturing sector 
[CMtB 1994). 

Unless radically different policies are 
developed and the problem of employment 
generation confronted frontally, it should 
not be surprising to find economic recovery 
of sons being achieved with employment 
hardly being generated and good jobs even 
less so. While Srinivasan and Bhagwati 
deem it important to remind the group of 
thirteen that the “overwhelming majority 
of the labour torce in India is employed 
in agnculture and the dominant mode or 
employment is self-employment and not 
wage employment", we deem it necessary 
to point out to them (despite they being on 
the international circuit) that employment 
has consistently lagged behind economic 
growth both in industrial and developing 
countries (Table I). For the developed 
countries, the UNDP's calculation is that 
three-quarters of the rise in output came 
from increases in total productivity, with the 
rest from increased capital investment - 
without creating new jobs. Forthe developing 
countries, on the other hund. less than a third 
of the increase in output between I960 and 
1987 came from increased labour, more than 
two-thirds from increases in capital invest¬ 
ment. Without substantia) policy changes, 
the UNDP points out. the employment 
outlook for people in the developing 
countries is bleak |UNDP 1993:35). 

The labour force in developing countries 
will continue to increase by 2.3 per cent a 
year in the 1990s. requiring an additional 
260 million jobs,..Taking into account the 
number of people unemployeo or under¬ 
employed the total requirement for the next 
decade is around one billion new jobs. This 
would imply increasing total employment 
in developing countries by more ihan 4 per 
cent a year in the 1990*. compared with 
less than 3 per cent in the 1980s. If present 
trends continue, it is extremely doubtful 
that countries will achieve such an increase 
in employ mem {UNDP 1993:37). 


Unlike our finance mipUcer, however, the 
UNDP alio refer* re the problem of die 
deteriorating quality of employment both in 
industrial and developing countries. 
Employer* have increasingly reduced their 
reliance on permanent wotiers by engaging 
a highly skilled core group of workers 
surrounded by • periphery of temporary 
casual workers. This problem, the UNDP 
says is more pronounced in the developing 
countries, where much of subcontracted 
production is carried out by small enterprises, 
either microenterprises or enterprises in the 
Informal sector. 

Lest it be concluded that the cell for 
substantial policy changes by UNDP is for 
'structural adjustment* or even for ‘structural 
adjustment with a human face*, we would 
like to draw attention to the fact that, on the 
contrary, the UNDP has called for placing 
people at the centre of political and economic 
change. 

The implications for placing people at the 
centre of political and economic change are 
[thus] profound. They challenge traditional 
concepts of security, old models of 
development, ideologicaldebates on the role 
of ihe market and outmoded forms of 
international co-operation. They call for 
nothing lessthanarevolution inourihinktng. 
..Every institution.andevery policy action - 
should be judged by one critical test: how 
dues it meet the genuine aspirations of the 
poeple? A simple test, hut vast in its reach 
(UNDP 1994:8). 

If the group of 13 has erred (as Srinivasan 
and Bhagwati claim) in assuming that poverty 
and unemployment has increased subsequent 
to the reform process, it at least had the 
record of the last decade to go by when in 
fact economic growth did not lead to a 
concomitant growth in employment. For the 
period beginning 1991, however, the 
government has not been able to produce 
concrete evidence either of the quantum 
and nature of productive investment 
actually undertaken in the economy, 
ownership-wise or industry-wise nr ot 
employment generated: worse, the Financr 
Minister and hts advisors have alwsyv 
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••Mined the employment generating 
capacity of the reform procesi wtthout 
detailing how (Mi has been arrived at. 

iNnumtUCTUIIE 

Infrastructure Is another area of potential 
wea tae a a . if we are to aim at economic 
growth of 7 to 8 per cent which has been 
achieved in other countries and which also 
can provide the jobs we need for our growing 
labour force, then we need much larger 
investments and much greater efficiency in 
key infrastructure sectors such as power, 
.etc. Taking advantage of the Central 
government's initiative to encourage private 
investment in power generation, many state 
governments are actively trying to attract 
private sector investmem in this area (Finance 
Minister's Budget Speech] 

The dhuusoefation of budgets from plans 
is nowhere more starkly palpable than in the 
case of infrastructure development Let us 
take the case of power generation 
The Planning Commission s Working 
Group on Power for the preparation of the 
Eighth Five-Year Plan had initially estimated 
that even to maintain the current level of 
shtxtagein the power sector, i e. y. 5 per cent 
of energy availability ami around 20 per cent 
of demand shortages, the existing capacities 
would hare to be augmented bv at least 
48.000 MW. 

This was further scaled down owing to 
paucity of resources as well as paucity of 
physical capabilities in the wake of reduced 
allocation* for two years preceding the start 
of the Eighth Five Year Plan The target tor 
the Eighth Plan was reviewed and pul ai 
30.558 MW 

In 1993-94 a review by the ministry ol 
power estimated that the total capacity 
augmentation will not be more than 20.73H 
MW including the new private sector 
initiatives. We are in ihc third year ot the 
Eighth Five-Year Plan and according to the 
former cabinet secretary ot the government 
of India. S Rajagopai. not more than 16.000 
MW will be added to the installed capacity 
in the Eighth Five-Year Plan More impor¬ 
tant, many of the private vector projects lor 
which the MOUs have been signed will not 
be commiuioned until after the start of the 
Ninth Five-Year Plan. Ot the total intra- 
structure investment of Rs 4.40.617 crorc. 
only 40 per cent is under implementation, 
30 per cent is proposed investmem. 4 pci 
cent ia awaiting approval, and 26 per ccnl 
is announcemcnts of intentions to invest. 

Of the total investment envisaged in elec¬ 
tricity generation, namely. Rs 3..37.997crore. 
only 25 per cent is under implementation. 
36 per cent i* proposed investment. 5 P® 
cent it a waning approval, while announce¬ 
ment* constitute the balance 34 per cent 
ICMIE 1994). 

More than 35 per cent ol the total 
mveamwu envisaged it! the power sector 
is cwocaattatad in proposals Irom foreign 

% 
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enterprises. However, a good pan of the 
growth in investmem of foreign enterprise 
into the power sector is attributed to a 
substantial increase in the capital cost of 
power projects during the transition of several 
power projects from public ownership to 
private (foreign) ownership (Table 2). 

The policy framework under which 
private enterprise would operate in the 
power sector has been far from transparent. 
Replete with assured returns and guarantees 
and counter guarantees from government, 
ihe power policy is entangled with the 
pri vate sector's controversially high capital 
costs and secret agreements with SEBs for 
power purchases. 

Rational}-: fok Annual Changes 
in Duty Structures 

How is investmem to be planned under 
such a framework? While individual 
entrepreneurs may benefit, the loss and 
wastage lo the economy as a whole is 
considerable. A quick hut rough idea ot the 
magnitude ot waste can be had from the data 
provided by CMIE in their document. Shape 
of Things to Came, under the heading. 
Major Projects. Abandoned or Shelved 
Projects'. Projects inlhcchemical industries 
have been particularly vulnerable. Our 
calculation showed that almost 6.500 crorc 
worth of investmem had to be shelved or 
abandoned on account of frequent changes 
in custom duties. This figure does not 
include investmem in projects below 
Rs 100 crorc. 

Considcri ng the lact that Finance Minister 
is keen on emulating the success of Ihc East 
Asian economies, it should not be difficult 
to make a study, particularly ol South Korea, 
which went through a phased import 
liberalisation programme by taking inio 
confidence all ihc parties concerned with 
claims for and against import liberalisation 
changes being evaluated by an independent 
board. Korea's import liberalisation 
programme was adopted and strengthened 
tii promote industrial adjustment, especially 


in heavy industry, where government 
Intervention and protection had nurtured 
inefficient and excessire i mpon substitution. 
“Its salient characteristic was gradual 
liberalisation over a number of years 
according to a pro-announced, phased time¬ 
table. Thus, the programme. ..left a level of 
protection that was still substantial. and it 
allowed postponement of real import 
liberalisation where adjustment presented 
difficulties to firms" (Corbo, Vittorio and 
Suh. Sang-Mok 1992.200). 

A more serious outcome of this uncertainty 
generated by annual changes in duties is the 
impact on indigenous Research and 
Develpment (R and D). The Budget 1995-96 
has been particularly castigated for the harm 
that it is bound to have m the growing 
photovoltaic and electronic component 
industries. R Ramachandran (The Economic 
Times. March 25.1995 and March 29.1995) 
gi ves a fairly detailed overview of the record 
of government's funding for the Science and 
Technology < S and T) system of the country. 
He has shown how the generally good 
budgetary support to S and T till the Seventh 
Plan had been reversed since the Eighth 
Plan, which came ulong with economic 
reforms, and policies of liberalisation and 
globalisa on. The budget squeeze was 
particularly severe from 1992-93 onwards; 
while there is a 10.59 per cent increase in 
the 1995-96 Budget over the 1994-95 
Revised Estimates, this increase is largely 
due to the substantial hikes in the budgetary 
support to capital intensive programmes of 
atomic energy. space and ocean development. 
TVre is a real increase only in the funding 
for ICAR and the CSIR «!ier two years of 
near cons '. 1 1 budgets. 

■Jtt the specific impact of the Budget 
1995-96 on indigenous R and D in the solar 
photovoltaic industry tSPV). we can do no 
better than quote Ramachandran in some 
detail' 

The worst sufi crers as a result of Manmahan 

Singh's largesse of duty concessions to 

foreign firms this lime round are going lo 
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be the domestic solar photovoltaic (SPV) 
industry and the electronic component 
industry ..The Indian photovoltaic industry 
can now be said to he wcU established, 
comprising large and small capacity public 
and itrivatc sector units, with capability in 
the entire chain of SPV systems production. 
There is shortfall in the indigenous capacity 
tor poly silicon waters and some raw materials 
which is currently met through imports So. 
one could perhaps make a ease tor duty 
reduction on raw matenaJs But extending 
the cun to solar cells, modules ami even 
complete systems which involve 100 per 
cent value addition ts hound to push the 
industry against the wall. The SPV industry 
is notorious for dumping by foreign 
companies particularly by MNCs like 
Siemens, whonresittingunhuge inventories 
Added to this will he the increased influx 
of reject batches tit solar cells and modules, 
particularly from Russia. .. (IndeedI lot the 
government the term global isatum has come 
to mean open invitation to imports and 
MNCs. by intent rather Ilian supporting 
indigenous industry to become global. That 
alone can explain these illogical t eductions 
in duty structures'" (The £t nnomie tunes 
March 25. IWi. 

Dt'.n.tsiiMi Pt'Bt it' Is vi si mi .vi 

One of the more disturbing aspects of the 
budget is the sharp reduction in plan expen¬ 
diture which will manifest itself significant¬ 
ly in the form of reduction in public invest- 
mem. At one level the government could 
have tackled the inflationary situation 
through public investment which would 
have simultaneously stepped up aggregate 
demand and expunJed employment. iTItc 
inflationary .situation in the country has to 
be seen in the context of over 20 billion 
dollars of foreign exchange reserves, user 
30 million tonnes of foodprain stocks and 
unutilised capacity in industry, i At another, 
and from a more long-term perspective, 
public investment is needed to step tip the 
rate ut investment in the economy. 

The finance minister has spoken of India 
becoming an economic pttwer in Asia. Fateh 
one of the World Bank designated high 
performing economics tHPAEl in Asta has 
broken out of its underdeveloped state with 
high levels of public intervention including 
public investment along with high levels ot 
private investment. 

As per the World Bank's calculations 
private investment in the HPAEs was above 
that in other middle incttmc economics by 
almost seven percentage points during the 
period IV70-H9. Thedirection of private and 
pubhc invdMtnem in the HPAEs. however, 
provides an interesting study m contrast 
Private investment m the HPAEs rose Irotn 
about 15 per cent of GDP m 1970 u> nearly 
22 per cent in 1974. then declined and held 
at about IK percent between 1975 and 19X4: 
it contracted sharply between 19X4 Ut 19X6. 
reflecting the global recession, then recovered 


by I98K. In contrast, private investment in 
the other low and middle income economies 
remained relatively stable at about 11 per 
cent of GDP {World Bunk 1993:42 {. 

The story with respect to public investment 
is. however, very different. In the 1970s 
overall levels of public investment did not 
difler markedly between the HPAEs and 
other developing economics. But during the 
I WOs the HPAEs and other developing eco¬ 
nomics diverged: while in other economics, 
the fiscal contraction of macroeconomic 
adjustment was reflected in lower public 
investment rates, in the HPAEs. conversely, 
public investment shares actually rose 
between 1979 and 19X2 and then remained 
at a level nearly 4 percentage points above 
their 1970 average. Thus, in sinking contrast 
to-clscwbere. public investment in 19XI1-X7 
in these east Asian economics was counter¬ 
cyclical lothc reduction in pn vale investment 
(World Bank I993.4.3|. 

The message is clear: live debate on public 
investment in the country has dwell much 
too long on the issue ol inefficiency ol the 
puhltc sector (the automatic assumption being 
that the private sector ts more efficient 
because it addresses the market directly). 
Very little informed discussion has taken 
place on the changing forms of public 
intervention including public investment that 
the country needs over lime in order to 
provide the necessary stimulus to growth in 
the economy. 

This, of course, does not mean that public 
investment alone will achieve the results 
expected: nor docs it mean dial we should 
ignore the question •>) the efficiency of 
resource use. What it does mean is that we 
cannot get away Irom the leading role ot 
public investment, and that, the problem of 
"dlicicncy” cannot he solved by merely pn- 


vat bring i he economy but through t gtp ro pr l e 
reformx in the management of the Mate mm 
and by enforcing accountability. 

The issue of declining public inveMmen 
successive scaling down of targets 
infrastructure, changing duty structures th 
adversely affect indigenous technolo 
capability building - these do not augur w 
lor the long-term development of the ecr 
nomy. Besides, growth generated under sue 
a framework will tend to (as it has been; 
far) exclude vast sections of the people rat hi 
than benefiting them. While investment i 
social assistance can address only a mimiscul 
section of the people excluded frot 
development, the sustainability of tb 
programme and of economic developmet 
itself requires that poverty alleviation an 
employment generation be brought centn 
stage. This would imply that all policies at 
geared towards addressing these issues nuht 
than growth per re. 
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DISCUSSION 


Undisciplined Outpourings’ 

Myth and Bathos of Male Exclusion 

Mary E John 


FEMINIST-BASHING seems to have 
become a popular pastime ol late, especially 
among established academics. But even 
those inured to the growing intensity ol 
such attacks are sure to he stunned by 
DipankarGupta's breath-taking performance 
(‘The Fcminification of Theory'. KPW. 
March 25). Feminism is perhaps unique in 
this respect: about no other intellectual field 
could a scholar adopt - in the teeth ol his 
abundantly evident ignorance - ^uch a 
supercilious and offensive attitude: nowhere 
else could the basic tenets ol academic 
practice he flouted so comprehensively and 
with such confidence of impunity. It seems 
beside the point. Ihcrclore. to speculate ahout 
the personal and/or professional skirmishes 
in the corridors ol academic power that may 
lie behind such an asionishing. yet ultimately 
predictable, outburst. It is tar more important 
to examine how this particular attempt at 
feminist-bashing is structured, what it incs 
to get away with, and what it implies for 
Indian feminists 

1 

The first part ol Gupta's essay basically 
denigrates, caricatures and grossly 
misrepresents those disciplines which have 
been influenced hy the alleged subjective 
excesses of postmodernism. Having made 
various high-sounding claims about the 
importance of disciplinary boundaries for a 
sociologist, and the need to uphold the 
objectivity embedded in the concept of 
‘society’, Gupta proceeds to give us the 
benefit of his superior theoretical rigour in 
the subsequent sections oi the paper: We arc 
treated to a stray assortment of articles by 
western feminists, mostly US-based, along 
with extracts from the work of the French 
feminist. Luce Inga ray. none of whom are 
ever introduced or contextualised in any 
way. At the very least, one would have 
expected such a self-conscious sociologist 
to specify the social location of the genres 
and forms of feminism he is analysing, with 
a parallel attempt to situate himself and his 
Ittm o n t. Instead, we are offered a scries 
of accusations: ail feminists are charged 
with treating the body as a text, which 
somehow means that they all espouse 
radically private positions not open to 
intenubjective communication. This is the 
nmuh, we are repeatedly tokJ. of the T« 
botwoen postmodernism and feminism - all 
feminism, it would seem, is but a version 
of postmodern! sm'The only theory'»could 

dia co V ertaQupta'sdUtribcwasthcappaient 


belief that il something is said often enough 
it becomes true. 

Is it accidental that lemintsts in India arc 
never explicitly alluded to or cited at any 
point'’ On the contrary. As I will attempt to 
show later on. Indian feminist scholarship 
and the Indian women’s movement are the 
repressed at Gupta's text Either there isn't 
any Indian feminism to speak ol. or it is 
industinguishahlc Irom /ecriitne feminine 
(a phrase meaning feminine discourse in 
France), or the writings in the American 
journal Signs. 

Hut before taking this up any turiher. it 
is necessary to spend some moments looking 
at the essays Gupta does cite, just to get a 
sense ol the incredible distortions he is 
capable ol. Surely, it is only an extraordinary 
talent that can get practically everything 
wrong! 

II 

Gupta throws out the notion oi I’ecriiurr 
jeiiiinwe M the very beginning of the essay 
as being representative of all contemporary 
feminism. Most readers in India would have 
access to the French women's move¬ 
ment - and the new French feminisms' that 
emerged during the 1960s only through 
the translation and subsequent insti¬ 
tutionalisation of certain French theorists in 
ihc English speaking west, mainly the US. 
This process has been quite selective and 
uneven, as an curly American anthology 
(Marks and dc Courtivron 1981) already 
attests. So. one ought to be especially wary 
of making any generalisations in such a field. 

Gupta, of course, disdains such caution: 
but what is even more shocking is that he 
does not seem to have understood the 
rudiments of even the most highly-publicised 
versions of French feminism. Cunt rary to his 
assertions, t'eerimrefeminine has not been 
about "writing the body" in the sense that 
"women cannot be apprehended by theory", 
much less that "it ts important to be a woman 
to know a woman" [Gupta I995a:620]. 
Indeed, according to Julia Kristeva, an eariy 
theorist on the subject, certain avam garde 
mole writers (such as MaHarme. Genet and 
Joyce) wcrecioscrtoihisnew style of wriliig 
than many writers who happened to be 
women. The purpose of I'ecrittoe feminine 
was not to emphasise the importance of 
one's subjective female identity. Rather, 
what gained most attention (especially 
abroad) was a special 'French’ focus on the 
fields of philosophy (especially German 
philosophy and Marxism), linguistics, 
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psychoanalysis and literature It was within 
this distinctive, highly theorised disciplinary 
matrix that some French feminists made 
very different sophisticated analyses of the 
structures of male oppression, and of 
women’s preordained presence or. more 
often, absence. Irom the dominant order of 
tilings. 

Among the French feminist intellectuals 
who have been intervening in this complex 
field - at different levels and in many 
different styles - is the psychoanalyst Luce 
Irigaray. who is singled out by Gupta. Part 
of Irigaray’s work has involved detailed 
deconstructive rereadings of the western 
philosophical and psychoanalytical 
traditions - Plato. Freud. Lacan - to reveal 
the k mds of masculine bias and contradictory 
claims to truth that had so far gone 
unquestioned (Irigaray 1985a. 1985b). 
Another aspect of her work involves m 
attempt to explore the theme of female 
sexuality (Irigaray I985a|. This latter wort 
has been lar more difficult, for it is one thing 
to interrogate the conditions of product tor 
of pre-existing discourses, but quiteanothei 
to embark upon new formulations that seel 
to go beyond "a recuperation of the femteim 
within a logic that maintains it in repression 
censorship and nonrecognition" flrigare] 
!985a:78J. 

How insightful or useful is Irigaray'i 
work on female sexuality? This questin 
has been the subject of ongoing argument 
among feminists on both sides of tin 
Atlantic for the past t wo decades. Refiishg 
to participate in - or even to acknowledg 
- this genuine debate within feminist theory 
Gupta's derisive dismissal of Irigaray seek 
to assert a critical authority without coot 
shred of the scholarly responsibility da 
should precede it. Indeed, he seems I 
vehemently deny - a prion - even H 
possibility ot a female sexuality that cm! 
be less rigid and unidimcnsional. once her 
from the constraints imposed by the not 
of heterosexual masculinity. The only m 
he seems to be able to den) with text 
difference is by coming up with offan sl 
descriptions of strip tense perform—k) 

If only Gupta had genuinely attemptM 
read some of the commentaries he eM 
the mistaken belief that they support 
position! Maggie Berg, fo r ia n— tic . pt o ri 
her readers with a sense of the wide nl 
of responses to irigaray. as welt as w* 
strong explanation for the difference in 
reception of Irigaray and Lacan Who 
Lacan, whose work Gupta uses quite s en 
(Gupta 1992), is given the ben efit afrit 
regarding his equivocations about, 
phallus, Irigaray is interpreted redact) 1 
as only talking about the literal for 
body. Instead of pcrpctuaiMg such mhM 
interpretations. Berg invites die read) 

J 




think about female rexuality as a site of 
potential transformation (including, I might 
add, the possibility of a profound alteration 
in the relation between the sexes), and to 
imagine the irony, the politics, and also the 
pleasure of (rigaray's efforts. 

If Gupta has so much trouble with explicit 
and extended discussions of sexual ity. why 
not take recourse to his much-flaunted 
identity as a sociologist and try to contex¬ 
tualise a French feminist like Irigaray within 
French culture and society ? Then we might 
actually have seen something interesting 
emerge-an analysis, perhaps, of the 
historical evolution of love and sex into 
quintessentially ‘French’ themes, or of the 
uniqueinstilutionalisationof psychoanalysis 
in dial country rather than elsewhere in 
Europe, as thereal social conditions of which 
theorists like Irigaray were responding. 

But instead, things go from bad to worse. 
After his reading of Irigaray. Gupta cites a 
number of “mainline” l/S feminists to show 
us that they all subscribe to “the subjective 
textualising of the body” where truth is 
meaningless fGupta 1995a: 619]. Surely, 
there is something positively obscene about 
an academic of Gupta’s standing achieving 
his Bims by misquotations, by beginning a 
line from one essay and concluding it with 
a phrase from an entirely different one. and 
by converting the very notions a feminist 
is criticising into the cherished beliefs of 
feminism! 

Togivesomeexamples for the incredulous: 
comrary to the effect of tcxtualised bodies' 
produced by the quotations he so 
irresponsibly strings together. Mary 
Hiwkes worth, for one. argues for a shift 
amongst feminists from an emphasis on the 
knower (male or female) to “the standards 
of evidence, paradigms of explanation and 
norms of truth” that condition human 
cognition as a practice [Hawkesworth 1989: 
555]. Her purpose is to go beyond the 
rciativiMk tendencies in otherwise useful 
postmodern analyses. Mascia-Lees, Sharpe 
and Cohen (1989) are dead set against 
postmodern anthropology, since, in their 
view, the new trends leads to conservative 
politics. The current crisis in anthropology 7 
would benefit far more, they believe, from 
recent American debates on the differences 
among women. Brat raised by US women 
of colour. TheinfluentiaJ philosophical wort 
of Judith Butler (1990, 1993) comes from 
quite another angle. Intheinteresuof lesbian 
and gay politics, she has been continually 
refining her use of theorists such as 
Foucault, Otrrida and Lacan to destabilise 
the apparently fixed structures of hetero¬ 
sexuality. One of her primary injunctions is 
(hat feminists must learn to do without a 
foundational otegory (such as woman or 
the body), because it “presumes, fixes and 
con strain s the very ‘subjects’ that it hopes 
to repres ent and liberate” (Butler 1990:16]. 


In a piece so crowded with Himalayan 
blunders, the Everest of them all is probably 
Gupta’s treatment of Sandra Harding 
(1986b, 1987). Gupta claims that not only 
is she, like alt the rest, dismissive of truth 
as a patriarchal delusion, W that she would 
not “even begin a discussion with those 
who are of a different sex” (Gupta 
1993a:619], One begins to wonder whether 
Gupta has lost the basic ability of reading 
what is on the page, for this it what Harding 
says: 

The best feminist analysis... insists that the 
inquirer her/himself be placed in the some 
critical plane at the overt subject matter, 
thereby recovering the entire research 
process for scrutiny in the results of the 
research. 

...Introducing this ‘subjective’ dement into 
the analysis in fact increases the objectivity 
of the research and decreases (he 
‘objectivism’ which hides this kind of 
evidence from the public [Harding 1987:9, 
my emphasis]. 

Harding is unusual in her insistence that 
men who are sympathetic to feminism and 
who recognise the exploitation of women in 
everyday life be included in the feminist 
community, especially since every issue is 
a feminist one: 


...fWhcaftaMfflttVMMarehjimiMaw 
arepertk»iartyiuitabteformensyinp«hi 
to feminism to oomIucl These are a criti 
OTpnhmftpft • jh* f w rt ff frt d tom to n 
mm's thought* and behsvloun historic) 
and croas-cuhurally... 
in addition to the scholarly or scieot 
benefits which would accrue from n 
studies, this kind of seif-critical research 
men mate* a kind of political contribut 
to the emancipation of women , wh 
inquiries by women cannot achieve [Hard 
(987:11-12. emphasis original]. 

One could go on and on in this vein 
show up the gross distortions and outri 
falsehoods in Gupu’s account, except t 
it.uch a tedious and depreiulng cht 
It should be painfully obvious by now t 
feminism in the US is certainly not a van 
of postmodernism. The complex trejectcn 
of the many distinct strands of 
feminisms - including the extrem 
significant intersections, oppositions ; 
alignments with French theory - are ther 
too vast to he broached here. Far fr 
being a tawning host, the journal Signs 
retained much of its ‘American’ Chirac 
publishing more articles that are cridca 
postmodernism than those that 
celebratory. Contrary to Gupta, Marx 
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wm by no m aa m ttwsoto “means of support" 
for US fammism m a* earlier phase, nor hu 
it corned to be a presence today. 

It canbe readily accepted that postmodern 
insights have made a significant difference 
to the weatern feminist Held, especially in 
the tum to questions of representation and 
futyectivity. The emphasis on testuaJity has 
underscored the absence of any unmediaied 
access tonality, including (Gupta may please 
note) the low of any natural relation of 
authority to one's personal experiences or 
to one's own body. Speaking or 'fictions' 
is only e way of alerting us to the fact that 
all knowledge claims are discursively 
produced and do nor escape the conventions 
of languagcfof narrative structure, tropisms. 
and so on) associated with literature. As 
Clifford Geertz pointed out long ago. fictions 
are not falsehoods! Similarly, the insistence 
on the partiality of all (including, and 
especially, scientifically produced) truths is 
nor a resort to a private realm, whether in 
anthropology or feminism, but to greater 
accountability (Clifford and Marcus 1986: 
Gifford l988;Haraway 1991], Quite >.i the 
face of Gupu'x accusations of exclusivity, 
lemimsts have been extending their analyses 
;nto fields ot inquiry nil recently the 
preroganveot men - whether it he theworids 
ol science (Harding 1986a. 19911. analyses 
of the state | Moore 1988}. or a rereading ol 
E P Thompson's The Making of the English 
Working Cum. [Scott 19881 along with 
reconceptuaiisanons ol more obviously 
gendered themes like mothering, sex work 
and sexuality 

Far from marking the tack ot a desire to 
communicate, the recognition of the 
textuality of the worlj and ol human 
practices is an in viration u>uuersubieciivit\. 
For what is the meaning ol a text that is 
only read by its ‘author' "The typical |Oumal 
articles in Signs piovides a powerful 
enactment of the intersubiectivity of the 
feminist community - it often has hundred- 
plus footnotes referring to the work of a 
host of other researchers in the field, 
while the main text itself is busy building 
upon, refitting, or modifying the existing 
corpus of relevant theories, whether 
feminist or not This does not preclude the 
possibility of unequal readings, new 
wtpprea si ooa. conflicting interpretations or 
incommensurable spaces. But if someone is 
unwitting e«en to begin to read, hasn't he 
enimltd himseff from this community by 
refusing the most minimal precondition lor 
membership? 

m 

Given the consistency of Gupta's 
distortions, however, perhaps we are 
dealing with something more than mere 
Thi* brings me to ihe last, but 
in many wav* most important pan of my 


response. As I mentioned early on, the 
omission ol any discussion of Indian 
feminism cries out for comment. This 
suppression is only lifted at one moment 
tn the text and that too only indirectly: 
Guptainvokes a newspaper article by Andre 
Beteille to claim that men these days are 
being ‘pushed back' by women in a number 
of fields, especially in the academy [Gupta 
I995a:618). Are we being asked to believe 
that a possible change in the composition 
oi students attending institutions such as 
the Delhi School or JNU is the work of 
Indian feminism?! 

Almost a decade ago, Neera Desai and 
Maithreyi Krishnaraj offered a sharp and 
succinct analysis of the demography of 
higher education in India. They suggested 
that upper middle and middle class boys go 
to elite institutions in the elite disciplines 
(engineering, medicine, management and 
other professional courses), which the girts 
from these classes arc usually discouraged 
from unending. These girls thus come to 
“share a common destiny" with the upwardly 
mobile boys from rural well-to-do or urban 
lower class families: they hoth gravitate 
towards the second tier of the educational 
system consisting of. so to speak, elite 
institutions in the subaltern disciplines and 
subaltern institutions in the elite disciplines. 
In other words, the educational system 

is divided not onty on the basis of socio¬ 
economic status but also on the basis of sex. 
The relevant difference here is that while 
boys from certain backgrounds often cannot 
succeed in gaining admission to elite 
institutions, the girls in question are not 
allowed to try to succeed [Desai and 
Krishnaraj 1987:157-58}. 

Had Desai and Krishnaraj written this in the 
1990s. 'socio-economic status' would also 
explicitly include an analysis in terms of 
caste and community. Moreover, with the 
onset of globalisation, the pastures of a 
Hindu upper-caste metropolitan male elite 
extend well beyond the staid options of 
medicine and engineering. This may well 
have altered such an elite's attitude to the 
social sciences. But to bold a handful of 
(increasingly visible) women academics 
guilty of “pushing back” the (upper caste, 
middle class) males in the profession is 
surely to betray a combination of rrssentiment 
and paranoia. 

Gupta is probably unable to pay any 
attention whatsoever to feminist debates at 
home (e g. Krishnaraj 1990} because then 
the shoddy, sloppy ammunition he managed 
to put together would have misfired 
altogether. First of alt, engagements with 
postmodernism have been few and far 
between here. When they have occurred, 
they have produced important critiques of 
postmodernism - like the early feminist 
discussions of the limited usefulness of 


post m od er n theories in Indian and third 
world contexts (Sangan l987:Tharu 1988] 
which have been influential both at home 
and abroad for initiating a productive 
critical stance unknown before. Or they 
have involved the constructive use of 
feminist postmodern insights to open up 
tsUirtiy new non-western fields - like women 
in colonial history (e g. Mam 1989] or the 
contemporary realignments of caste and 
community [eg, Tharu and Niranjana 1994], 
No mindless celebration of textuaJity here, 
no private rejoicing over the demise erf truth. 

However, the fact is that the bulk of 
feminist scholarship in India hat for quite 
some time been moving along tracks very 
far removed from postmodernism or even 
iu most distant relatives My astomhment 
knew no bounds, therefore, when I came 
across a book review by the very same 
Dipankar Gupta that actually claimed u> 
have read Bina Agarwal's latest study A 
Field of One's Own [Gupta I995b:l84j. 
Unfortunately , Gupta's brand of arrogant 
ignorance takes over from the very opening 
line: 

At last a serious study on gender which 

communicates to both sexes without 

privileging the femaJe body and flaunting 
* bawdy tenM. the book makes no concessions 

to indisciplined outpourings to characteristic 

of contemporary feminist literature (Gupta 

I995b:l84}. 

Clearly Gupta does not think he has 
anything to team from the major field of 
gender and development which - for better 
or worse - has never crosssed paths with 
French theory. At the same time, he feels 
fully entitled to demarcate the legitimate 
boundaries ot a “serious study of gender” 
in India: Onty rural women count (all others 
are “besides the point”), and only questions 
of empowerment are relevant So white 
Agarwal is a good girt on the first score, 
she is faulted tor meddling with themes 
such as “higher yields per acre” that are 
presumably best left to the boys, k Gupta 
aware that Agarwal is among our beat 
known development economists, and is 
also, to boot, one of those early fcmiaiate 
who has made most thing* her business, 
from mechanisation and the green 
revolution, poverty and the env iron ment, 
to land and legal rights [Agarwal 1990. 
1986a. 1986b. 1988. 1994; see also 
Duvvuty 1989]? If about 30 percent oftlre 
female workforce is now outside 
agriculture, and if ail the data trends go to 
show that this percentage it growing, why 
are studies on women's struggles for urban 
survival [e g. Kalpagam 1994} besides the 
point? 

Gupta is full of bed contradictions. 
F em i n ists are feat attacked for deategwuh 
something so personal at dm hotly. But 
when they move into mate territory, such 
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us economics* they ait equally reprimanded, 
tn the course of hix review. Gupta hands out 
the strangest of backhanded compliments - 
that Ajiarwul has "effectively scotched the 
rumour that matrilineal societies arc also 
matriarchal". The notion of matriarchy has 
not been in academic use fo govern century - 
whether in the voluminous anthropological 
literature or in feminism. Or did Gupta need 
Agarwal to tell him that? 

IV 

In Gupta's IEPW) article. Indian feminists 
arc trashed by a process of displacement: 
Having attacked western feminists and said 
nothing at all about the situation here, 
feminists in India arc effectively pul down. 
His ( India Today) book review would at 
best concede (hat there could he one feminist 
out there with a serious thought or two in 
her head. 

How Gupta’s attack could take the form 
of self-exclusion is most peculiar ot all. It 
is a truism today that trade unions would 
not be primarily looking out for managers 
to 'consult' (Gupta I995n:620], or (hat the 
history of colonialism required the 
confrontations of third world nationalisms. 
Why then does the political privileging of 
a feminist community where women arc the 
initiators and most important interlocutors 
produce such paranoid reactions and pathetic 
outcries? 

Rather than wasting them on the likes 
of Gupta who refuse to read but insist on 
ranting, the EPW's pages may he better 
utilised in generating much needed 
thoughtful analyses of the vocm-cultural 
trends that underlie the increasing legitimacy 
enjoyed by feminist-bashing academics 
today. 

Notes 

(I am grateful to SafishDeshpandcundTcjuswmi 
Nuarqaita for their helpful suggestions.) 

1 Like many other denigraton. Gupta uses the 
term ‘postmodernism' quite inaccurately 
Strictly speaking, it refers to movements in 
arehheettue and art. In the subsequent section 
ofFtencfc feminism, I hair attempted to provide 
a brief seme of what dris term is being used 
to cover other shorthand terms have been 
poststructursjtsm. Pleach theory, or. nmpiy 
theory'. A longer rbtcusrioo is needed, but 
c a n n ot be undertaken here 

2 Gupta may for once be right to tingle out 
anthropology torn amongst fee social sciences 
(hr die US) for its postmodern turn'. But it 
is sarefy the height of dtiiagcnuhy to account 
for this in f l uen ce in terms of the privatised 
nature of trndfciona] ethno gr ap hi c fieldwork. 
The entry of postmodermsM was unusual 
became of Me uniqueness of a n thro pology's 
crisis-a crisis brought an by the growing 
exposure of Ms complicity with the power 
seforiem of co lonial is m |Asnd I973f One of 
the effects w*s a more reff^reflexive practice. 


with greater di a l o g i cal , i e. tatorsubjeetive 
aims.hr the ensuing debates, femimitx occupied 
a wide array of position* - what they shored 
wav a belief in the distinctiveness of feminism 
from postmodernism for a lioasformcd 
ethnographic practice | Si rut hem I ok?: .Stacey 
1988: Gordon 1988: Masciu-l-cev et at 1989; 
Abu-Lughod 1090). 
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Economic Reform and the Poor 

There has been considerable debate about the impact of economic reform* 
on the poor. The empirical base for calculating the various poverty 
measures comes from the household consumer expenditure surveys 
conducted by the National Sample Survey Organisation. The latest 
available tabulations for the post-reform period relate to the 47th round 
covering the six-'month period July-December 1991 and the 48th round 
covering the calendar year 1992. What does the evidence show? 1373 

Confrontation over Hong Kong 

Britain’s demission of sovereignty over its last significant colony at 
midnight oh June 30,1997 will be the grand finale in the protracted 
imperial retreat that began almost exactly SO yeas before when 
independence was granted to India and Pakistan; but, almost uniquely, in 
this case when the British flag is hauled down for the last tune, it will 
be replaced not by die emblem of a local independence movement 
become inheritor of power, but by the flag of another state, die 
People’s Republic of China. After coming to accept that die return 
of Hong Kong to China was ineluctable, Britain succeeded in 
negotiating with Beijing what promised to be a co-operative and 
cordial transfer of power. How was that agreement achieved. 
and how has it come to be undone? 13(4 


Construction of Identities 

Violence as patriarchy derives from 
the capitalist ideology of ‘success’. 
Virtually any kind of political 
violence, most notably communal 
violence in the Indian context, is 
predicated upon one or another 
■tran smutation of identities. 1345 

New Alliances for Old 

The collapse of the SP-BSP coalition 
in UP has exposed the limitations of 
OBC-Dalit politics. It has also opened 
up the possibility of a new secular- 
democratic alternative which can 
genuinely take care of the people's 
aspirations for communal harmony, 
development and empowerment of 
the poor, including dalits. 1355 

Whatever the BSPs reasons for the 
alliance with the BJP, there is a 
history of relations between certain 
sections of dalits and militant 
Hindus in north India. This is an 
issue which the BSP leadership wilt 
have to grapple with now. _ 1357 

Money Market Chaos 

At the root of the current chaotic 
condition* in the financial system in. 
general and the mooey market m 
particular are the massive bontmtags 
by the government to obvtr to 
revenue deficit The sac of doaseetic 
saving is simply not cuough to 
finance such targe bonowtup *■ 
without starving psndartiva 
sect on of iutfetttaiNtf enfe ii 



Partial r i Toths 

It is intersubjectivity, rather than 
objectivity or subjectivity, that one 
(nude or female) staves for in 
understanding society, whether or 
not this it an outcome of 
postmodernism or of an increased 
understanding of the nature of 
fieldwork and theory today. D99 

Many Exits 

The government is yet to announce « 
formal Exit Policy. Meanwhile, 
it has settled for an unstated exit 
policy the cornerstone of which 
is the voluntary retirement 
scheme and the contract system. 1M) 

New Troika 

A new triangular 1 division of 
authority’ among the IMF. the 
World Bank and World Trade 
Orga nisati on is emerging, with the 
IMF calling for ‘more effective 
surveillance’ of developing 
countries' pobrics and m o w ed 
co-ordination among the three 

I bodies. 13(4 
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Neither ie parbaraBM nor to (be 
media la there toy attempt to question 
the preatoca of the defence a i ii n ia tr/ s 

ire bawd the budget proposals for 
defiance and other security 
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LETTERS TO EDITOR 


Is ‘Ulki’ Still So Important? 

S SHUKLA's letter (April 29) simply 
shows that even now 'bhadralok' scholars 
like him arc not ready to reassess (he tolc 
of the bhadralok in the development of the 
colonial policy on education. It is strange 
that (hey still hold the simplistic view of 
colonial history as propounded by early 
nationalist scholars. History as a coufplex 
process involving many contradictory 
forces, they refuse to recognise. In ilie 
name of the main contradiction they ignore 
the limns of .the nationalist movement. 
True, the main contradiction is crucial, 
hut no less important is how the other 
contradictions are channelled towards the 
main contradiction. It is amusing that 
Shukla should speak of class commitment 
and yet hold a simplistic view ol history 
which ignores class contradiction. 

To disprove my contention in my article 
(April I) and to show the limits ol my 
'sense of history' and class Commitment, 
Shukla has put forward three arguments. I 
shall take them one by one. 

il) Accoiding to Shukla. the "more 
relesant contradiction” was “Empire’s 
desire to keep bhadralok in check”. Even 
if there is some truth in this proposition, it 
does not explain why the Empire should 
encourage mass education and whs the 
bhadralok should oppose such a move, it 
may be noted also that it was the colonial 
power which designed and helped the 
growth of the bhadralok and during the 
seventies of the last century the bhadralok 
were still to emerge us a force wanting to 
challenge the Empire, lot alone actually 
doing so. On (he contrary, they were 
behaving exactly as the propounded of 
the colonial policy ol education wanted 
them to - as loyal subjects. They were 
aware that the permanent settlement and 
English education ensured their privileged 
position in Indian society and would not 
allow any change which might threaten 
that position. The policy of Mayo and 
Campbell, it appears, sowed the seed - of 
disenchantment between the bhadralok .md 
the Empire which sprouted during the 
time of Cur/on. 

(2) There may be an apparent simil.uity 
between (he collector-favoured E t\ pc 
schools vs education department* 
bhadralok Ijvourcd D type schools and the 
collector-dominated Total Literacy 
Campaign (TLC) vs the education 
machinery as has been observed by Shukla, j 
but in reality the two moves arc quite ,-j 
different. The contradiction between 


E type and D type systems of schoolihg 
represented the conflict of interests 
between two social classes. It is meaningful 
only when considered in the 19th century 
social and political context. The TLC was 
supposed to be organised by a district 
level registered society composed of 
people from different walks of Life, though 
the collector hud a definite place in the 
process. The TLC represents in fact the 
recognition of the fuiiurc of the state to 
implement the constitutional directive 
regarding universal education for children 
up to the age of 14. No doubt the campaign 
suffered from all the limitations a state- 
sponsored programme was likely to suffer 
from. At the same time, the TLC opened 
up an opportunity for radical forces to 
make use of the space for initialing an 
alternative system of education for the 
labouring classes, if not a movement for 
counter-education. It is a different story 
that the radical forces failed to make use 
of the opportunity and the collectors in 
their real to produce figures to show 
achievements were able to reduce the 
programme to a mockery 
(3) I have no disagreement with Shukla 
regarding the fact that hunger’ plays a 
part “in depriving the mass of children of 
the very possibility of schooling”. In fact, 
in my article on Problems of Universal 
Elementary Education' (December 3. 
1904) I hod dealt with this aspect of the 
problem. I argued that factors external to 
the education system play perhaps a more 
important role than factors- internal to the 


system. However, that docs not mean that 
one should not demand universe 
elementary education and should not talk 
of curriculum reform and changes in the 
system of education which would be more 
relevant and more suitable for (be¬ 
labouring masses. I fait to understand whv 
and how such a discourse would "obscure 
the part sheer hunger plays in depriving 
the mass of the children of the very possi¬ 
bility of schooling" and/or help legitimise 
“state policy, successfully masking the 
real contradiction’’. 1 believe that Gandhi' s 
scheme of basic education through 'profit- 
yielding productive labour’ was an altempi 
to address this problem of hunger an.I 
education. It was no wonder that Gandhi's 
scheme of education was disliked by ali 
the major political parties, including the 
Muslim League and the Communist Part-, 
of India. The Indian National Congres,. m 
fact, sabotaged the scheme. 

I wonder if Shukla would consider 
how his opposition to the Yash Pei 
Committee’s modest recommendation |,.r 
restricting the jurisdiction of the ccotr,*: 
school boards such as the CBSI t. 
Kendo ya and Navodaya Vidyalayas ar J 
for affiliating all other schools to me 
respective slate boards as a measuic t. 
counter the spread of English meJiun 
elite schools, tn fact, helped to legitimise 
(he government's policy of a segregate, 
system ol education. 
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Too Much Food? 

O NE aspect of its economic policies where the 
government is facing seemingly intractable structural 
problems is the management of the food economy. As a 
result, the situation of plenty coexisting with large-scale 
poverty and malnutrition is growing steadily worse. The 
government's attempt to address the problem within its own 
limited perspective has led to rapid rise in stocks of foodgrains 
with the public procurement agencies and reduced offtake 
from the public distribution system. Food stocks with 
government agencies rose from 22.2 million tonnes at the end 
of March 1994 to 27.7 million tonnes at the end of March this 
year and further to 30.5 million tonnes at the end of this April. 
Offtake of foodgi ains from the public distribution system, on 
the other hand, fell for the second year in succession in 
1994-95. to 13.2 million tonnes from 15 million tonnes in 
1993-94 and 17.2 million tonnes in 1992-93. 

The immediate cause of these disquieting developments is 
the narrowing differential between open market prices and 
issue prices ot the public distribution system. This in turn has 
been the outcome of the large increases that have had to be 
made in the issue pi ices tooffset the increases in piocurement 
prices and bring down the government's food subsidy. While 
procurement prices of rice and wheat w ere raised by some 60 
to66percent Itolween 1990-91 and 1994-95. the issue prices 
of the two cereals have been increased by between 72 and 86 
percent over the same period. For the common variety of rice/ 
paddy, while the procurement price has been raised by Rs 135 
per quintal, die issue price has been jacked up by as much as 
Rs 248 per quintal, For wheat the respective increases have 
been Rs ) 35 per quintal and Rs 168 per quintal, incidentally 
implying that the subsidy dement has been moie drastically 
cut for rice than for wheat. The sharp increases in the central 
issue prices apart, the eonsumer-end retail prices for grain 
from the PDS fixed by the state governments bear substantial 
mark-ups. except in Andhra Pradesh and Tamil Nadu. The 
mark-ups are the highest in Maharashtra and Gujarat - about 
23 to 24 per cent over the central issue prices. 

The Offtake Iroin the PDS has been coming down because 
of the periodic increases in issue prices and the lack of 
purchasing power in the hands ol the poor (though the easier 
availability of superior quality grams in the open market has 
perhaps meant smaller recourse to the PDS by the relatively 
better-off). Civil supplies ministers from the states have 
demanded that the central issue prices ol toodgrnins he 
reduced by 25 per cent and also that the diltcrcnce in issue 
prices between the PDS and the so-called revamped PDS (for 
the2,275 backward blocks) be raised to 20 per com from the 
present JO per cent. Souk* stuie governments, such as Delhi, 


have demanded that the revamped PDS scheme be extended 
to all those below the poverty line. These pleas have received 
short shrift from the central government because a 25 per cent 
reduction in PDS prices would add another Rs 800crore to the 
budgeted food subsidy of Rs 5,250 crore in 1995-96. In this 
context, the prime minister’s response to the observation by 
some of the state civil supplies ministers that open market 
prices of foodgrains at times tended to be lower than PDS 
prices deserves to be noted. According to the prime minister, 
there should be no ground for complaint “if the open market 
prices were low and within the reach of the people”. This 
reflects the extent of the government’s insensitivity to the 
people's problems. The fact of the matter is that by the 
successive increases effected in the prices charged by the 
PDS, the government has chosen to deliberately turn away 
the poor from the PDS even though this has meant adding to 
its already huge stocks of foodgrains. The official norm of 
required foodgrain stocks at the beginning of April is supposed 
to be 14.5 million tonnes; against this, as noted above, actual 
stocks at the end of April this year were 30.5 million tonnes. 
With about 13 million tonnes likely to be procured in the 
current rabi season till the end of June, during which period 
the offtake will be no more than ?bout 2.5 million tonnes, 
foodgrain stocks bid fair o reach a staggering level of 36 
million tonnes, with all the attendant problems of 
transportation, storage and deterioration in quality, apart 
froth the enormous carrying cost (as of May 26, bank credit 
outstanding against public food procurement was Rs 16,147 
crore and it is likely to rise to Rs 18,000 crore by the end of 
the current procurement season) adding to the subsidy bill or 
alternatively calling for further sharp increases in the issue 
prices. The irony of the rising stocks of foodgrains with the 
public agencies is driven home by the fact that simultaneously 
per capita availability of foodgrains in the countty has 
declined from 510 gm per day in 1991 to 474 gra in 1994. 

The government’s whole attitude to the management of the 
food economy, including the question ofjhe food and fertiliser 
subsidies, has been determined by the shibboleths of the new 
economic policy. Apart from cutting food and fa fti Ba cr 
subsidies, the unfinished agenda of land reforms has been 
fumly shelved. Instead the focus has.been on promo ti ng agri- 
business and encouraging the penetration of corporate bodies 
into agriculture. Consistent with this, an aggressive policy of 
export of agricultural products, including foodgrains, has 
been pursued. Simultaneously, the emphasis in production 
programmes has been sought to be shifted from foodg rai ns to 
other crops and activities - fruits and vegetables, poultry 
fanning and fisheries. This has been sought to be buttressed 
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by half-baked theories of the country having 
arrived at a point of saturation m regard to 
fbodgrains production, propounded most 
recently by a committee of civil servants 
whose report has been blessed by the 
agriculture minister. The marginal 
moderation of some of these attitudes 
witnessed iftrecent months does not denote 
any change of the government’s basic 
approach, but is only a concession to the 
political imperatives in the aftermath of the 
outcomes of the elections to a number of 
state assemblies. 

The government’s perception of the 
country having achieved adequacy of 
foodgrains production., so that emphasis 
should now shift to the promotion of 
horticulture and other allied activities 
supposedly marked by high value addition 
and a large export potential, is especially 
fraught with dangerous implications. While 
activities other than foodgrains production 
ate 09 doubt important, there is enough 
evidence to show that with rise in incomes 
of the poor demand for foodgrains is likely 
to rise significantly. What is more, studies 
have shown that the indirect demand for 
foodgrains as animal feed increases rapidly 
with rise in incomes in view of the high 
income- elasticity of demand for milk and 
milk products and for meat, fish and eggs. 
Assuming a growth of even 3 per cent per 
annum in per capita income, studies have 
placed foodgrains demand (including that 
for animal feed) at about 240 million tonnes 
- against (he World Bank’s projection of 
only 206 million tonnes. A relevant pointer 
in this reggpd is the gap between India’s and 
China’s food production. While India 
produces about 186 million tonnes of 
foodgrains fora totmlpopu lab on912 million, 
China produces440million for a population 
of 1,200 million - that is, for a population a 
Bole over. 30 per cent larger China produces 
about 136 per cent more foodgrains. Though 
a substantially higher proportion of the 
Chinese foodgrains production is earmarked 
for animal feed, the Chinese also consume, 
•pan from larger quantities foodgrains, 
sizeable amounts of bovine meat. What is 
more. China is also said to import foodgraim 
10 the tune of 10 to 12 million tonnes per 
year. 

Another fundamental issue concerns the 
foriaretousethe large food stocks to generate 
additional employment through the intensive 
rural development programme (IRDP) and 
other public works programmes. Throe 
p rog ram mes played an impor tant tok in 
reducing the incidence of poverty in die 
country in the. first half of the 19S0s. These 
are abo die many other important concern* 

moGH RMQ m iCICtIW tQQMj m Cm 

befo re: the n a r nee of effective price support 
for prises and for crops of the backward 
(efforts Kka jowur and bfon rod eve* jute 


among cash crops so that some degree of 
relativity of inter-crop and inter-regional 
prices could be established; the persistent 
decline in public investment and, linked to 
it, private investment in agriculture; the 
growing gap between needs and supplies of 
institutional credit for agriculture; and, 
above all, the general turn against 
institutional reforms, particularly land 
reform and strengthening of co-operative 
institutions. 

MAHARASHTRA 

Ideological Statement 

WITH the announcement last week of 
the disbanding of the state minorities 
commission, the Manohar Joshi government 
in Maharashtra appears to have decided cm 
the co-ordinates of the path it will follow for 
the rest of its term. At one level, the refusal 
to give a new lease of life to the minorities 
commission whose term had expired in 
March articulates its stand that such 
organisations only sharpen the divide rather 
than ‘integrate’ the two communities. At 
another level it reflects its perception of 
ground realities - that the commission and 
other such organisations, whatever the 
premises on which they are set up, are 
inherently constrained by the state from 
being effective. 

The justification that the state government 
has handed out for winding up the 
commission is hardly acceptable. The 
government’s stand that injustices against 
minorities may be subsumed under human 
rights violations is premised on its non¬ 
recognition of the past and current cultural 
and social ethos which accommodates and 
makes possible such violations. While it is . 
obvious that the state commission had not in 
its difficult three years of existence been 
able to do much in the way of assisting 
minorities - its own report is an accumulation 
of such minor inputs as apning coaching 
classes for minority stadA appearing for 
public exams, facilitating loans for the riot- 
affected, etc, activities which me probably 
more efficiently undertaken by numerous 
religious and secular voluntary groups - its 
existence offered a platform for seeking the 
wherewithal tf make it effective. Such 
wherewithal would not, of comae, have 
come through the state government winch 
would in any case have put numerous 
obstacles in its functioning. In other words, 
the gov ernmen t could have effectively 
ashed its f un ctio ning without winding it 
up. This da c is K w. there fo re , will not re*By 
affect the ausa at the minorities a«y mare 
than the oo rnmh rt o n’i exigence in a Shiv 
Seoa-BJP rated stale corid have; it is an 
ideol o gical move which disallows the 
rratiturinrutiiirtna nfriwirrmnytof pnstriir 


discrimination on the basis of sdtgion i(| 
Other words, the combine is attempting t 0 
keep its considerable minorities vote bank: 
from moving away even while not 
abandoning its ideological plank. 

The subtlety of such actions is likely to be 
overlooked because of the government's 
other decisions which are directed a , 
projecting the image of an effective and 
people-oriented administration. It has. for 
instance, lost no time in facilitating the 
transfer of funds to the development boards 
in the backward regions which had become 
more or less defunct due to neglect 
Similarly, its actions and stand on the Enron 
issue, whatever the final outcome, have 
given the government an appearance of a 
people-sensitive, action-oriented administ¬ 
ration. Its actions and statements on the 
malnutrition deaths in Dhule or on the issue 
of the inclusion of the Gowaris in the 
scheduled list or its decision to ‘allocate’ 
ministers to be responsible for specific 
region* - all contribute to projecting an 
image of a government not aftaid of taking 
decisions. And all these have the potential of 
generating electoral gains. 

The Manohar Joshi government's 
decisions thus deliver a two-sided message 
To those who sec the Sena-BJP government 
in Maharashtra as making for a further 
erosion of the secular ethos of parliamentary 
democracy, there is plenty of evidence On 
the other hand, if the electoral success <>l 
parties such as the Shiv Sena and the BJP is 
perceived as a consequence of the elect:) 
rale’s frustration with a slow moving 
administration and a ruling party weighed 
down by inertia, the Maharashtu 
government's recent decision on the 
minorities commission becomes relatively 
unimportant in the context of its other 
announcements. In other words, even while 
waving the saffron flag, the combine ba> 
ensured, albeit in a negative way, that there 
is no immediate advene impact on the 
minorities. Similarly, it has aim provided 
the basis for marginal gains for the 
underprivileged. In such a conte* 
progressive forces have to ensure that tlx 
immediate gains of a functioning ad 
ministration do not overshadow th< 
significance of the longer term and moc 
dangerous moves of the Sens BJl 
g o ver nm ent 

TEHRIDAM 

Evading the Issue 

SUNDERLALBAHUCUNA whoison» 
indefinite fast demanding Unmedin 
stoppage of construction of the Tri" 
dam has bees forcibly air-lifted an 
dumped in the AB India Iftsdrot* of Medtc; 
Scfoncro on the oatroriMe ground of I" 


M..., -t- . „f f , „• . Id 191 



HUMAN RIGHTS 

Catching Them Young 

A correspondent writer. 


fgst pottos * threat to his health. This 
tspoau to Babuguaa’i fast has once 
a gain made U dear drat the government is 
not prepared to honestly address the 
issue* raised by the environmentalists 
regarding the Tehri dam. 
i For more than a decade the 
I environmentalists have been questioning 
khe validity of the project, given that the dam 
is to be built in a highly sei smic prone region 
of the Himalayas. In 1991, after the 
earthquake of Uttarkashi, Narasimha Rao 
had assured Bahuguna, who then was on a 
45-day fast, that a review committee 
would be appointed to look into all the 
facets of the project. Instead of an 
independent committee, an internal review 
was supposedly conducted by the ministry 
of environment. The review expectedly 
ratified the project, though its findings are 
still to be made public. 

The recent earthquake at Kobe in Japan, 
where structures considered capable of 
withstanding an earthquake of 7.9 magnitude 
on Richter scale collapsed under a quake of 
7.2 magnitude, has rekindled doubts 
regarding the claims made about the Tehri 
dam. The designers of the dam claim that the 
dam can withstand any seismic activity up 
to a magnitude of 8. But the Sunil Roy 
Committee of 1985 and (he Standing 
Committee on River Valley Projects in 1990 
had raised objections to the project on 
grounds of safety, environment, reha¬ 
bilitation and cost-benefit India's rate of 
dam failures is believed to be among the 
highest in the world. The Central Water 
Commission itself has mentioned that 27 
dams have failed and another 33 have 
structural and hydrological defects. Further, 
environmentalists fear that in case the dam 
gets destroyed due to an earthquake, the 
dam reservoir will empty in 22 minutes, 
submerge Rishikesh in 63 minutes. Hardwar 
in 80 minutes and Rijnor in nine hours 
Supporters of the dam point Ur the benefits 
of electricity and drinking water supply and 
blame the environmentalists for delaying 
the construction of the dam and thereby 
hiking the cost of the project. Yet the threat 
to life and property in case of a disaster is too 
serious to be dismissed casually. And by 
siing back on its commitment to have the 
iroject independently and objectively 
reviewed, the government has only 
strengthened popular fears. 

JITARPRADESH 

BJP’s Gain 

HE question of the legali ty and legitimacy 
of the UP governor’s installation of the 
eader of a fractured small party in power 
the back of the legislature apart, 
the latest act of the Lucknow power play 


has implications that go beyond the state 
boundaries. If Malayan! Singh Yadav’s 
performance in the UP state polls two 
years ago was significant primarily for the 
rebuff it gave to the BJP’s national-political 
ambitions, similarly significant is the 
ouster of his government for the vantage 
position it has now given to the BJP. In 
addition to its grip over the governments 
of Gujarat, Delhi and Rajasthan, its share 
of power in Maharashtra, the most 
industrialised state of the country, its 
whip hand now over the government of 
UP, the largest state in the heartland of so- 
called Aryavarla, may indeed prove to be 
ominous for the next phase of Indian 
politics. 

Mulayam Singh's distinctive role in UP. 
and by extension, Indian politics in the 
recent phase was his bold confrontation 
with Hindu communal-fundamentalism, 
which earned him the support of the 
Muslims and set up a dalif-Muslim-OBC 
alliance for wider emulation. But his 
accession to the chief minister's chair was 
possible specifically because of the crucial 
support he had got from the BSP, a party 
mainly associated with the UP dalits. In 
the process, the UPdalits also had liberated 
themselves for the first time from the 
political tutelage of the upper castes and 
entered the national political stage as an 
independent actor. The BSP’s deputy 
leader. Mayavati, has grabbed the chief 
minister's chair with the consent and 
blessings of her chief, only by robbing the 
dalits of that recently won independence 
and subjecting them once again to the 
overlordship of upper caste politicians. 
Hut while condemning the perfidy of the 
power-hungry BSP duo, Mulayam Singh's 
own contribution to this denouement 
should not be ignored 

Mulayam Singh failed to be sufficiently 
and noticeably attentive to the interests 
and welfare of the dalits, while he showed 
great zeal in catering to his yadav 
constituency, More important, he allowed 
his political image to dim on account of 
the lawless actions of his partymen. The 
SP's successes in the recent panchayal 
polls and assembly by polls no doubt reflect 
its growing mass base, but Mulayam Singh 
cannot really claim, thanks to the activities 
of his cadres, that the elections were free 
or fair. It is this dimming of his and his 
party's images that emboldened the BJP to 
go in for the kill. 

All this means that if the tide in UP has to 
turn, as it must in the interest of toe nation, 
then Mulayam Singh has to do some honest 
self-criticism and mend his ways. While 
extending support to him in Ms present 
embattled situation, his well-wishers should 
impress upon Mm toe importance of this 
task. 


FOLLOWING toe setting up of the National 
Human Rights Commission (NHRC) and 
pressure from Washington and toe other 
aid-donors, there is suddenly a flurry of 
activity over human rights education. The . 
government has even decided to train its 
security and army personnel in courses on 
human rights protection. Plans are afoot to 
introduce similar courses in schools and 
colleges, in accordance with the terms of 
the 1993 Human Rights Act which 
empowers the NHRC to "spread human 
rights literacy among various sections of 
the society and promote awareness of toe 
safeguards available for the protection of 
these rights through publications, the 
media, seminars and other available 
means". 

An idea of the trend of thinking on the 
issue among sections of educationists can 
be gained from a draft prepared by the 
National Council of Educational Research 
and Training (NCERT) which has come 
up with some guidelines for human rights 
education at the school level. While 
suggesting the basic approach of 
integrating such education in schools into 
the existing curricula in various subjects, 
instead of introducing a separate area of 
study, it recommends the extension of (he 
NCERT’* present programme of textbook 
evaluation with regard to specific human 
nghts-related L.sues. In its evaluation of 
textbooks and curricula, the NCERT finds 
that “references to human rights aspects 
generally remain formal/theoretical 
without a sharp focus and, therefore, there 
is very little promotion of sensitisation". 

In order to overcome this lacuna, the 
NCERT has recommended the integration 
of human rights issues into the existing 
courses on environmental studies, social 
sciences, history and languages at the f 
primary, upper primary, secondary and j 
upper secondary stages. At toe last two j 
stages of school education, which are . t 
crucial for preparing students for their x 
social and political rote in society, toe /! 
NCERT stresses the need for “developing ?. 
in toe child a spirit of enquiry, a sciesitifk 
and forward-looking outiooh and aversion 
to injustice and bigotry”. It then 
recommend* a core comse in General 
Studies - compulsory for s tu d e nts of aU 
stream* at the higher secondary stage •— 
which includes toe study of iumm u ti o iw l 
human rights conventions and issues in 
human rights violations to tntoa Is child 
labour, opp ressi on of women, cummuna 
lira, revivalism, cxwctms and du*v» i toi- 
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All this sounds good, hut leaves out some 
of the main sources of human rights violation 
in India today. Then is no reference, for 
instance, to the numerous black laws enacted 
by the state. Should not the children be 
made aware of the threat posed by these 
laws? While claiming that the basic 
framework of the various courses pro¬ 
vides for a comprehensive understanding 
of the different aspects and dimensions of 
human rights, the NCERT draft fails to 
deal with the challenges posed by situ¬ 
ations such as those in Kashmir and the 
north-east, where the defence personnel 
have been violating the human rights of 
the common citizens on the plea of fight¬ 
ing terrorists and protecting national 
security. The draft stresses the need to 
respect the diversities in India’s national 
unity, but ignores the question: should 
expression of such diversities in the shape 
of demands for autonomy or self- 
determination be repressed militarily by 
the state? 

Any serious attempt to sensitise students 
about human rights cannot afford to ignore 
the role of the Indian state, which professes 
concern for child labour, gender 
discrimination, rights of the scheduled 
castes and tribes people, and yet allows its 
minions to violate everyday (he rights of 
these sections of society. It is this 
hypocritical and diabolical role of the 
Indian state which needs to be exposed to 
children in schools in order to enable them 
to identify and fight effectively when they 
grow up. the real forces responsible for 
violating human rights in Indian society. 
One cannot of course ex peel a go vcmmeni - 
funded research institute like the NCERT 
to come up with recommendations for 
human rights education that would 
challenge the Indian state - (he main source 
of human rights violations. But voluntary 
organisations experimenting in the non- 
formal sector of education in various parts 
of the country should deem it important to 
include in theircurricula courses inhuman 
rights that pinpoint the responsibility of 
the state for acts of commission and 
omission that violate these rights. 

The NCERT draft has, however, come 
up with one suggestion, which, though 
feebly expressed, can lead to interesting 
experiments if made use of by enterprising 
teachers. It has recommended "extra¬ 
curricular, out of class and out of school 
activities, programmes and projects" for 
promoting human rights education. While 
adding that such programmes will be 
"optional and... the responsibility of 
individual schools", the NCERT has 
promised to offer “suitable materials" to 
facilitate them. Taking the cue from this, 
schools can organise fact-finding missions 
to enable their students to visit areas where 


human rights violations have ailedgedly 
taken place and investigate the allegations 
- whether in the caste-conflict-ridden 
villages of north India or the politically 
explosive tribal areas of Andhra Pradesh 
or even Kashmir - by meeting both the 
accusers and the accused, both official and 
non-official sources. Such extra-curricular 
adventures can go a long way in training 
school students in perceptions of the stale 
of human rights at the ground level and in 
preparing them for their future role in 
society. 

INDO-US RELATIONS 

Dangerous Course 

GN writes; 

THE changes that have come about in 
India's relations with the US have been 
truly astonishing. Gone are the days when 
the government of India would express 
disquiet at the US naval presence in the 
Indian Ocean and support Mauritius over 
its claim to Diego Garcia. Now there is not 
a murmur of disapproval at joint Indo-US 
military exercises nor any concern whether 
the US ships taking part in the exercises 
could be carrying nuclear weapons. When 
agovemment spokesperson sought toclaim 
that the US vessels did not carry nuclear 
weapons and that the exercises had taken 
place in international waters off theCochin 
coast, no questions were raised. How can 
the Indian government be so sure since the 
US docs not allow inspection of its ships 
and refuses to accept or deny presence ol 
nuclear arms on its warships. And if ihe 
joint exercises indeed look place in 
international waters then what the Indian 
government has to say on behalf of the US 
administration is irrelevant. However, all 
this is symptomatic of a larger problem in 
the making. 

Indo-US defence relations have reached 
a point where the Indian government is in 
no position to raise any objection to the 
rapid augmentation of the US military 
presence in the Indian Ocean and in the 
Persian Gulf especially. That this presence 
is intended primarily to ensure the survival 
of the client slates of the GCC and to 
aggressively contain Iraq, and of late Iran 
as well, is obvious. Friendly tics with all 
these countries are ostensibly an important 
objective of Indian foreign policy. So 
assuming the role of a junior ally or an 
appendage of the US in the Indian Ocean 
area makes poor sense. 

In the past it has been argued that Indian 
policy-makers have chosen to make small 
concessions - agreeing to refuelling of US 
transport planes during the war against 
Iraq - in order to ward ofTbigger pressures. 


Tbe plea has also been advanced that i n , 
situation of unchallenged US leadership 
of the capitalist world, countries such & 
India have relatively little manocuvra- 
bility. The real reasons weighing with the 
government may be different, however 
The government’s indefatigable placating 
of the U S, no matter what the consequences 
for (he country's economic and politic.ii 
sovereignty, is rooted in its obsessive 
concern with getting the US on its side , n 
the tussle with Pakistan. The preoccupation 
with Pakistan has blinded our policy 
makers, though now their task has been 
rendered somewhat easier by the widcl> 
shared view that US support is vital for Un¬ 
success of the economic reform policies 

The US is of course taking full advantage 
ol the situation. The commander-in-chici 
of the US Pacific fleet, Ronald J Flutopi-r, 
said in New Delhi this week that the l>S 
was exploring ways of increasing the 
frequency of visits by its warships in('n>,i 
and Cochin from the Gulf and of using the 
services of Indian shipyards for ship 
repairs. In fact, the US is seeking an 
agreement for its "naval ships undertaking 
repairs at the Ma/agaon Docks and makin.- 
Cochin and Goa permanent ports ol call 
for the US Navy” There has been nc 
public statement from the Indian 
government in response to these pm 
nouncemcnls of US intentions which o >m. 
pretty close to asking India to provide 
hase facilities lolhe US Navy. For his p.m 
ihe US commander made his demand, 
before the press in Delhi in the presence <' 
senior Indian military officers. 

India and the US are scheduled to Iml.i 
the firs! ever joint high'altitude para 
commando exercise and ihe next |oi', ! 
naval exercise is scheduled to include l , ‘> 
aircraft carriers as well. The command 
exercise at high altitude is evidently mean: 
to enable US forces to gain experience w 
operating in the mountuin terrain of Ccnti . 1 ! 
Asia and China. It is also clear that Tihc; 
would become a focal point of US iniciest 
in its relations with post-Deng China. Th. 
government of India surely knows why il>< 
US is so keen on providing its commando' 
training in high altitude warfare in aie.t> 
close to China and the Central Asi.tr 
republics. What wc seem to be witnessing 
is a revised version of what the t ( S and tIn- 
UK had proposed in 1962 after India's wji 
with China. What is even more a matter o' 
concern than the total reversal of 'I 11 
government's response tothe US overture’ 
is that there is so little public debate ot 
the advisability of the course that tin 
government seems launched upon wh'*’ 1 
threatens to imperil this country’s vita 
interests, including its relations will 
neighbours and with countries in tl“ 
adjoining regions. 
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ANDHRA PRADESH PAPER MILLS 

Raw Material Problems 

THE Secunderabad based paper manu¬ 
facturing company, Andhra Pradesh Paper 
Mills recorded a mixed performance in 
) 993 - 94 .Sales grew marginally by Rs 64 
lakh, operating profit by Rs 2.1 i erore and 
net profit by Rs 2.59 crorc. l ax provision 
and interest charges were up by Rs 29 lakh 
and non-operating surplus lull by Rs S1 lakh. 
On the other hand, other income was up by 
Rs 71 lakh and depreciation fell by Rs | 79 
crore. A 25 per cent dividend was declared 
tor the year. Both exports and imports dec¬ 
lined. Debt-equity ratio rose by 2 percentage 
points. Short-term hank borrowings to inven¬ 
tories rose to 15 per cent in 1992-91 and 19 
per cent in 1993-94. Sales io total assets and 
sales to gross fixed assets tell by 15 pcrientace 
points and 2.2 percentage points respectively 
in 1993-94. Inventories to sales (ell hy 5 
percentage points. Gross saving io gross 
capital formation rose by 45 pcrccnluee points. 
Gross profit to total assets fell hy I percentage 
point. Earning per share rose from k' 69 in 

1992-93 to Rs 115 per cent in 1993-94. 

The avuilabilitv ol fibrous raw muiciial 
during ihc year was satisfactory though 
locational problems causing disruption nt 
bamboo supply and dilliculiics in 
transportation ol bamboo Iromtntciim leased 
lores! areas continued The lomp.my has 
been encouraging tarincis to unociiakc l.mn 
forestry by distributing scedhng s ol dillei cm 
varieties ol pulpwood species. Tlio seedling 
programme was launched as a (omt sector 
project with the state government 1 he 
company is the largest supplier tor base 
paper in Ihc country During ihc year the 
international market witnessed a recessionary 
trend resulting in lowei prn.es Due to 
unremunerattve prices exports were only 
1.380 tonnes. I Ailing the year the nuiiug 
plant to nwnulaeture value added coated 
paper was sominissioiKd. Anon lute process 
computer control system was installs'd ,a a 
cost of Rs 205 lakh Repl.icemeniol iccovciy 
boiler and hlo.kh plant was complcicd 

The company invested Rs 26 lakh on 
research and development New product 
development aikl *lucln*s on lihioiis i.iw 
material wes carnal out dining the )»*.u 
Thcdcpartinni also developed new pnxlui is 
such as art. eluomo ami liuoieseeni paper 
and high hnghtness paper and the quality of 
Milp wav improved. 

VELAS COPCO (INDIA) 

ligher Margins 

Copco (India), a subsidiary ol Allas 
2opn> AH. Sweden, manufactures 
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compressed air equipment, air tools and 
other allied equipment which find their 
application in the construction, mining and 
engineering industries. In addition the 
company also markets tungsten carbide 
tipped intcgial drill steels, extension steels 
and detachable bits manufactured by Sandvik 
Asia. Sales in 1993-94 were Rs 69.46 crore, 
7 per com lower than in the previous year. 
Operat ing profit was Rs 14 crorc, an increase 
of 62 per cent, and net profit was Rs 5.18 
crorc. an increase of .301 per cent. 
Depreciation and taxation were Rs 2.18 crorc 
(Rs I 49 erorct and Rs 4,99 erore (Rs 1.63 
crore) I merest charges were lower at Rs 1.64 
crore (Rs 4 12 crore). thanks to judicious 
working capital management. Other income 
w jsR.x5. 81 crorc (Rs2.4erore). An enhanced 
dividend ot 20 per cent was declared for the 
year. 

Earning jicr share rose to Rs 7 in 1993-94 
from Re I in 1992-93. Set value added 
hi value ol production rose to 16 per cent. 
22 per cent and 29 per cent for 1991-92, 
(992-93 and 1993-94, respectively. Debt- 
equity ratio tell to 175 per cent. 59 per cent 
and 40 per cenl lor the same period. Sales 
to total assets rose by 46 percentage points 
tor 1992-93 and 20 percentage points for 

1993-94, while sales to gross fixed assets 
tlucluaicJ at 247 percent for 1991-92, 142 
per cent for 1992-93 and 278 per cent for 

1993- 94, Export to sales fell Io 9 per cent, 
7 per cent and 6 per cent in the three years. 
Consumption of raw materials fell in the 
three years Return on investment rose by 
2 percentage points lor 1992-93 and sharply 
by I percentage points for 1993-94. Gross 
profit io total net assets rose by 4 percentage 
points and 29 percentage points lor the same 
period. Inventories to sales tell at 51 per 
cent. 22 per cent and I 3 per cent in the past 
three years. 

CADBURY INDIA 

Rise in Profit 

Cadbury India has a market shaie of 80 per 
cent and tor long has had a tight grip on the 
Indian chocolates market. Profit after tax 
was up by Rs 6.73 crore (49| per cent) in 

1994- 94, operating profit by Rs 7.95 crore 
<65 |ier cent) and net sales by Rs 12.84 crorc 
18 per cent). Tin: elfect of a tall in non¬ 
operating surplus and rise in taxation was 
otfsei hy rise in other income and fall in 
interest charges and depreciation. A dividend 
ol 35 per cenl was declared foe the year 
against 20 per cent for the previous year. 
Exports were down by 7 per cent (Rs 6 lakh), 
while imports were down by 58 per cent 
(Rs 2.57 crore). Long-term team (fell by 32 
pm eem for the year. Debt-equity ratio was 
lower by 9 percentage points for 1993-94. 
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Short-term borrowings roseby 13 percentage 
points. Sundry creditors to current assets fell 
to 29 per cent for 1992-93 and 23 per cent 
for 1993-94. Sales to total a -.sets grew by 
4 percentage points for 1993-94 and sales 
to gross fixed assets by 45 percentage points. 
Return on investment was up at 13 per cent 
for 1993-94 from 5 per cent in 1992-93 
Earning per share rose from Rs 1 to Rs 6 
Net value added (o value of production was 
up 7 percentage points lor 1993-94. 
Remuneration to employees also went up 
Operating profit to gross value added rose 
Irom 36 per cent tr. 1992-93 to 42 per cent 
in 1993-94, Interest charges to gross valued 
added fell by K) percentage points. 

The company hived off its ice-cream 
business to Brooke Bond Lipion India. The 
company's Malanpur factory started 
functioning, reducing its manufacturing cost 
A total expenditure of Rs 40 crore was 
undertaken at the Malanpur unit. The plant 
has highly modern manufacturing facilities 
with greater automation, reducing the wage 
bill. The company also initiated a voluntary 
retirement scheme as a cost cutting measure. 
It proposes to reduce imports of cocoa by 
locally producing it. India now produces 
around 6,000 tonnes of cocoa every year. 
To improve its export performance the 
company has taken steps like launching its 
products in Bangladesh and Sri (Lanka. The 
reduction in excise duty on cocoa products 
from 25 per cent to 20 per cent will help 
the company. • 

MCDOWEIX AND COMPANY 

Expanding Market 

McDowell and Co. the (lagship company of 
the L’B Group chaired by Vijay Mallya, is 
the largest player in the spirits industry The 
company has done well in 1993-94 with an 
increase in net sales hy 35 percent, operating 
profit by 39 per cent and net profit by 13 
per cent. Though there was a 9 per cent fait 
in depreciation and a 58 per cent iocrcaic 
m other income, it did not have much effect 
on the margins for non- operating income 
fell and imerest charges and taxation were 
high. A dividend of 25 percent w*x declared 
for the year. The authorised c.apttai was 
increased to Rs 125 crorc by issue of new 
equity shares amounting to Rs 10 crore, 
while preference shards amounting to 
Rs 88.80 lakh were deleted. To strengthen 
itself to face competition m the liberalised 
environment, the company merged Care* 
Phtpson. Consolidated Distilleries and 
Coastal Distillery with the spirits division 
of the UB group, These mergers have 
increased the number of drstiHeries owned 
md operated by the company. The spoils 
division's volume grew by H per cent and 
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Iacwnefappropriutinns 

1 Net sales . 

2 Value of production 

3 Other income 

4 Total income 

3 Raw match uls/sutres and spares 
consumed 

6 Other manufacturing expenses 

7 Remuneration to employees 

8 Other expenses 

9 Operating profit 

10 Interest 

11 Cross profit 

12 Depreciation 

13 Profit before itu 

14 Tax provision 

15 Profit after un 

16 Dividends 

17 Retained profit 
LMUHties/asaets 

18 Paid-up capital 

19 Reserves and surplus 

20 Long term loans 

21 Short term loans 

22 Of which bank borrowings 

23 Grots fixed assets 

24 Accumulated depreciation 

25 Inventories 

26 Total asseu/liabiliiics 
Minium mu Hems 

27 Excise duty 

28 Groat value added 

29 Total foreign exchange income 
' 30 Total foreign exchange outgo 

Key Wuanclal and performance ratios 

31 Turnover ratio {sales to total assets) (%) 

32 Sales to total net assets (%) 

33 Grots value added to grots fixed 
amets (51) 

34 Return on investment (gross profit 
to total assets) (9t> 

35 Grots profit to sales (gross margin) (%) 

36 Operating profit to sales (%) 

37 Profit before tax to sales (%) 

38 Tax provision to profit before tax (%) 

39 Profit after tax to net worth 
(return on equity) (%) 

40 Dividend (%) 

41 Earning per share (Rs> 

42 Book value per share (Rx) 

43 WE ratio (based on latest and 
corresponding lost year s price) 

44 Ddbt-cquUy ratio (adjusted for 
revaluation} <%) * 

45 Short term Itotl Nxruwingf to 
inventories f%i 

46 Sundry creditors to sundry debtoa i%) 

47 Total retnaaoratiim to employees 
to gross value added <%) 

48 Total remuneration to employees 

10 value of product** (%} 

49 Grots fixed assets formstioo (%) 

50 Growth m invert* me* (%) 
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65.2 

17.7 

17.0 

5.3 

7.3 

14 0 

3.4 

3.8 

3.0 

4.2 

- 

4,9 


101.5 


_ 

32.25 

• 

239.23 



i- i 


ItMite* revenueby 32 percent. Thecompnny 
begged the Mattering Champs and the Best 
Marketing Company awards. The company 
introduced miniature pet hollies which were 
said to he well received by the market. Hie 
acquisition of the distillery unit at Nosik 
from Western India Enterprises was 
completed. The poly merdivision completely 
restructured its operations and upgraded its 
plant and its turnover grew by 45 per cent 
in volume and 32 per cent in value. The 
division has emerged as the leader in (he 
Indian polystyrene market. The company is 
expanding the polystyrene capacity by selling 
up a 4,000 tonne plant in Gujarat which is 
to commence operations by June 19%. An 
investment of Rs60crorc is being undertaken 
for this project. 

Return on investment was up at 6 per cent 
for 1993-94 from 5 per cent ; n 1992-93. 
Consumption of raw materials fell. Sales lo 
total assets and sales to gross fixed assets 
rose in 1993-94. Short-term borrowings to 
inventories rose by 28 percentage points lor 
the yeur and the debt-equity ratio fell by 3 
percentage points. 

APPLE INDUSTRIES 

Rapid Diversification 

Apple Industries is engaged in diversified 
activities of computer education, software 
development and consultancy, leasing, hire- 
purchase. merchant banking and other 
financial services. The company has grown 
into one ol the leading computer training 
institutions in tlic country. The financial 
performance of the company in 1993-94 has 
been good with sales going up by 79 per 
cent (Rs 61.33 crorc). operating profit by 
80 per cent (Ks 35 20 crorc) and net pmlit 
by 85 per cent (Rs 14.54 crorc). Margins 
would have been higher but tor the rise in 
taxation, interest charges and depreciation 
by 16 per cent. 20 per cent and 83 per cent 
respectively. Exports were up by Rs 14 lakh. 
A dividend of 35 per cent was declared lor 
the year. Dehi-cquily ratio fell to208 per cent 
in 1992-93 and 129 per cent in 1993-94. 
Short-term hank borrowings to inventories 
hell by 24 percentage points. Sales to total 
- assets and sales to gross Oxod assets fell. 
Inventorics to sales went up by 52 percentage 
paints in 1993-94. Consumption of raw 
.materials wax marginally higher. Gross 
saving to gross capital formation rose to 8 
per cent and 11 per cent in the past two years. 
Grossprofti imoial assets fell by 2 percentage • 
points and earning per share fell from Rx 10 
to Rs 7. Net value added to value of 
production fdl.The company has anct worth 
of Rs 200 crorc. 

The company has over 130 computer 
training centres including franchises ullover 
the country. As a part of its gtobniisaiion 
strategy it has established a joint venture in 


Bahrain to impart computer training in West 
Asia with centres in Bahrain, Dubai and Abu 
Dhabi. Hcxawarc Technologies Inc is a 
wholly-owned subsidiary >n Ibc US which 
caters to the growing need for on-shore 
sofi ware consultancy. It will also source off¬ 
shore software consultancy contracts for 
Hcxawarc InfoSyxtems in India. It has the 
distinction of being the only computer 
education institution to have received the 
ISO 9001 certification. The company is to 
enter the field of banking and stock-broking 
and is in the process of floating a bank, to 
be called Apple Ranking Corporation, with 
a capital outlay of Rs 100 crore. The bank 
aims at corporate financing with the thrust 
on export-oriented units. 

The company is a leader in car finance, 
with Apple Car Finance crossing the Rs 100 
crorc mark during the year. The company’s 
investment banking division is recognised 
by SEBI as a Category I Merchant Banker 
and ii offers a number of services ranging 
from preparation of project reports, project 
appraisal, loan syndication, underwriting, 
issue marketing and placements, promoter 
funding, bridge loans, bought-out deals, 
international finance, mergers and 
acquisitions and corporate restructuring. 

Apple Granites, Apple Financial Services 
and Hexaware InfoSystems are the 
company's subsidiaries. Hexaware Info- 
Systcms has reported good performance for 
the year. 

PREMIER AUTO ELECTRIC 

Improved Demand 

Premier Auto Electric, despite an increase 
in taxation and depreciation by 76 per cent 
(Rs 55 lakh) and 98 per cent (Rs 66 lakh) 
respectively, has done well with net profit 
rising by 77 percent (Rs 1.94 crorc). operating 
profit by 56 per cent (Rs 3.10 crore) and net 


sales by 23 per cent (Rs 14.02 crore). Other 
income was up by 154 per cent, while interest 
charges were down by 8 per cent. The 
company has declared a dividend of 30 per 
cent for the year. Exports were down by 
37 per cent. 

Sales to total assets declined from 200 per 
cent in 1991-92 to 195 per cent in 1992-93 
and 164 percent in 1993-94. Sales to gross 
fixed assets fell by 434 percentage points 
in 1992-93 and then by 345 percentage 
points in 1993-94. Debt-equity ratio fluctu¬ 
ated at 30 per cent in 1991-92, 14 per cent 
in 1992-93 and 24 per cent in 1993-94. 
Return on in vestment has risen steadily in the 
past three years from 10 per cent in 1991*92 
to 12 per cent in 1992-93 and 15 per pent 
in 1993-94. Sundiy creditors to current assets 
has drawn a steady increase from 32 percent 
in 1991-92 to 33 per cent in 1992-93 and 
36 per cent in 1993-94. Short-term bank 
borrowings to inventories increased by 5 
percentage points in 1992-93 and by 14 
percentage points in 1993-94. Earning per 
share has doubled inlhe past two yean, Net 
value added to the value of production has 
been constant at 13 percent in the last two 
years. Inventories grew by 15 percentage 
points in 1993-94. Raw materials consumed 
to the value of production has been steady 
at 8) per cent for the past two yean. Net 
profit to sales doubled in 1992-93 from 2 
per cent in 1991-92 and rose again to 6 per 
cent in 1993-94. Operating profit to gross 
value added has increased steadily in the 
past three years. 

The performance of the manufacturing 
plant at Halo! improved due to incre as ed 
demand from OE customers. The company 
had in (he "revious year signed an MOV 
w* S Best and Crompton Engg. Madras, to 
purchase plant and machinery and know¬ 
how. The company has also starced test 
production of starters arid alternators at its 
new plant at Madras. 
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CURRENT STATISTICS 


EFW R*M«rch Foudfttion 


The toot WPI thowr a slight edging up of (he <nau*i tafttooa wt to 17 per cal Caay '1 1 to *» prerioas'O-aoadi parted, however, ila^ll gawps ill w8rto‘l»ve 
e x perienced tiKcWadoe in rig pox trfpooeriie. except food wUctat. The tadMcflwdiwirialFudli tfi ca far to 6rw 10 IWI toe af IW4.95 dwws *to8 0(7.4psra«wt«grtae 
5^jyr«o(mtgc<in rtp ontoitpeoodori99.V»4. QoCTrtyfl|uwiferntocr lriito « to fatototqewwrcf 1*94-95, however, tonws i tot at dowlagdowiitewwwedioSie 
finiiiucc quarters Coal output grew fay 7.1 pa cox ia the tori quarter aad 3 .4 per co» to tie faurth quarter, wtafcfc rteelhy II Ay eliwdt.9piriwi.ow By 11.7gp 
cent and 4 9 per cent, sugar by 35.g per cea «nd 29.7 per car. un a n e suia l vebteta by 27.7 per cert and 113 per real and charichy penrrrtioa by 12.2 per cm nd 9.4 per cm 

Macroeconomic Indicators 


Index Numbers of Wholesale 
Price* (1981-82=100) 

Weights 

May 27. 



— 1,111 *ri m • 

Poito-to- 

1994-95 




1995 

Over 

Month 

Qyg UMotohi BtaLYfflg ftofk. 

Latest Previous 1995-96 1994*95 

1993-94 

1992-93, 1991-92 

AU Commodities 

100.0 

289.0 

0.8 

8.7 

11.6 1.7 

2.9 

10.4 

■EH 

7.0 

BFH 

Primarv Articles 

32.3 

300.4 

1.5 

10:1 

14 1 2.5 

54 

12.7 

wo 

3.0 

15.3 

Food Articles 

17.4 

332.7 

3.5 

10.3 

10.2 4.9 

73 

11.9 

4.4 

5.4 

20.9 

Non-Food Articles 

10.1 

317.7 

-1.7 

10.7 

25.3 -1.3 

23 

153 

24.9 

-1.4 

8.1 

Fuel. Power, Light and Lubricants 

10.7 

284.7 

0.0 

2.8 

9.9 1.2 

-0.4 

2.4 

13.1 

15.2 

13.2 

Manufactured Products 

57 0 

283.4 

0.6 

9.2 

10.4 1.4 

2.1 

10.7 

99 

7.9 

12.6 

Food Products 

10.1 

277.4 

0.4 

4.7 

11.1 1.7 

5.1 

8.1 

12.3 

6.8 

10.2 

Food Index (computed) 

27 5 

312.4 

2.5 

8.4 

10.5 3.8 

6.7 

10.6 

7.0 

$.8 

17.1 

Ail Commodities (Average Basis) 











(April-May 27. 1995) 

100.0 

.287.0 


8 1 

9.2 8.7 

11.9 

10.9 

8.3 

J0.1 

13.7 



Latest 



Vvisdon (Pa Com). Point-to-Point 



Coat of Uving Indices 


Month 

Over 

Ova 12 Months Fiscal Year So Fur 1994-95 

1993-94 

1992-93 

i99l-92 




Month 

Latest 

Previous W443TM-M 





industrial Workers (1982=100) 


293*. 

0.7 

9.7 

99 9.7 

9.9 

- 

9.9 

6.1 

139 

Urban Non-Man Emp (1984-85=100) 

243* 

0.4 

9.5 

8.3 93 

8.3 

- 

- 

6.8 

13h 

Agri Lab (July 60 to June 61=100)* 


1306* 

0J 

12.1 

12.1 0.5 

-0.9 

10.6 

11.6 

0.7 

219 

* for 1995 % 












Monty and Banking (Rs cron:) 


May 12, 
1995 




Variation 



Ova 

Month 

Fiscal Year So Far 
1995-96 1994-95 

- 

1994-95 

1993.-94 

1992-91 

Money Supply (M.I 


534217 

7M7 (1.4) 

7705(1.5) 

3922 (0.9) 


75167(16.7) 

72467(19.1) 

50484(154) 

Currency with Public 


111702 

6756 (6 4) 

10832 (10.7) 

10022 (12.2) 


18990 (23.2) 

14067 (20.7) 

7111 (117) 

Deposits with Banks 


4I65M 

-2347 (-0.6) 

-5747 (-1.4) 

-5614 (-13) 


55321 (15.1) 

57185 (183) 

42945 (16.1) 

Net Bank Credit to Gov t 


232755 

2021 (09) 

13164 (6.0) 

8510(4 1) 


14380 (7.0) 

29376(16.7) 

17903 01.3) 

Bank Credit to Comml Sector 


289352 

952 (0.3) 

1462 (0.5) 

-2827 (-1.2) 


43796(17 9) 

16591 (7-3) 

30117 (15 3) 

Net Foreign Exchange Assets 


75275 

-398 (-03) 

-649 (-0.9) 

3305 (6.2) 


22197 (41.3) 

28775 (115.3) 

3747 (17.7) 

Reserve Money (May 19. 1995) 


183796 

4419(2 5) 

14822 (8.8) 

10977 (7.9) 


30386 (21.9) 

27843 (25.1) 

11274(11 3) 

Net RBI Credit to Centre 


112450 

1787 (1.6) 

13772(14.0) 

2145 (2.2) 


949(10) 

1306(1 4) 

3586 (3 9) 

Scheduled Commercial Banks (May 26. 1995) 








Deposits 


375840 

-273 (-0.1) 

-6660 (-1.7) 

-7009 (-2.1) 


49271 (14.8) 

52144 (18.6) 

39017 06.1) 

Advances 


208999 

-810 (-0.4) 

-707 (-0.3) 

-4994 (-2.9) 


38784 (22.7) 

1)566(7.3) 

23757(173) 

Non-Food Advances 


193552 

-3585 (-1.8) 

-3879 (-2.0) 

-6260 (-3 9) 


37416 (23.4) 

7402 (4 9) 

21614 (16.6) 

Investments 


150605 

467 (0.3) 

1351 (0.9) 

8781 (6.5) 


14172(103) 

28435 (26 7) 

16820 0 8.7) 

Index Numbers uf Industrial Weifthti 

)u A verves* for Fiscal Year So Par 




Production (1980-81=100) 


1995 

1994-95 

1993-94 

1993-94 1992-93 1991-92 1990-91 1989-90 1988-89 1987 88 

General Index 

100.0 

265.5 

242.2 (7.6) 

225.1 (5 5) 

m.WM 

2 


[OB31 

8.7 7.3 

Mining and Quarrying 

113 

282.4 

235.1 (6.5) 

220.8 (3.6) 


’T 



7.9 3.8 

Manufacturing 

77.1 

252.7 

233.0 (76) 

216.6 (5.4) 

K 

rjt 


9.1 8.6 

8.7 7.9 

Electricity 

11.4 

335.1 

3)1.0 (8.4) 

286.8 (7.2) 

mom 

m 



93 7.7 


Capital Mariret 


June 09. 
1995 


Month 

A*o 


Veto tSSfr&SftBl__ 

Ago Trough Peak Trough Peak 


J22&3L 


End of Ptocal Ye» 
1994*95 1993-94 1992-93 


BSE Sensitive Index (1978-79=100) 3331 3207 4138 3015 3414 3233 4604 3261 3779 22*1 

(-19.3) (76,0) (-13.7) (65.7) (-46.*) 

National Index (1983-84=100) 1573 1S48 1963 1482 1691 1572 2176 1606 1830 1021 


Foreign Trade 

March 

1995 

Curau halve for Fiscal Year 96 Par 

1994-95 1943-94 1993-94 

1992-93 

1991-92 

1990-91 

1919-90 

Exports: Rs crore 

9251 

82330(18.4) 

69547 00.4) 

69547 (293) 

53611(21.9) 

44042 (3SJ) 

32553 (17.6) 

27681 (36.8) 

USSnm 

2922' 

26233 083) 

22173 (20.4) 

22173 (196) 

18537 (3.8) 

17866 (-IJ) 

18143 (9.1) 

16626 (19.0) 

Imports R« crore 

9062 

88705 (21.8) 

72806(15.7) 

72806 (14.9) 

63375 (32.4) 

4785! (10.8) 

43193 (22 .0) 

35416 (25.4) 

USJmn 

2863 

28251 (21.7) 

23212 (6,8) 

23212 (6.1) 

21882 (12.7) 

19411 (-194) 

24073 (13.2) 

17504 (6.2) 

Non-POL USSmn 

2312 

22538 (29.1) 

17456(10.6) 

17456(10,6) 

15783 (120) 

14047 (-22.2) 

18045 (3.1) 

21272(9.1) 

Balance of Trade Rs crore 

189 

-6375 

-3239 

-3259 

-9617 

-3809 

-10640 

-7735 

US Sms 

59 

-2018 

-1039 

-1039 

-3345 

-1545 

-5930 

-4646 
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Industrial Production 


Quantify Variations Mi Fiscal Year Vvauoet 

■ " •mmmm m ■■ ’ T ' ^ " L. . - J. ^ tT 



Weight Unit 

Jsn-Mar Oct-Dec Jul-Sep Apr-Jua Jin-Mar Oct-Dee Jii-Sep 
1995 1994 1994 1994 1994 1993 1993 

Apr-fun 1994-95 1 $93-94 1992-93 
1993 

Mining Industries 














Coal 

6.79 

Mn las 

83.0 

68.1 

51.6 

51.3 

80.3 

63.6 

50.0 

52.1 

254 

246 

238 




3.4 

7.1 

3.2 

-1.5 

0.4 

3.4 

59 

55 

3.3 

3.4 

3.9 

Crude oil 

2.41 

Lakh ms 

83.7 

86.3 

83.1 

69.1 

70.2 

68.7 

67.2 

64! 

322 

270 

269 




19.2 

25.6 

2.3.7 

7.8 

7.8 

15 

-11 

-75 

19.3 

0.4 

-111 

Metalhimenl Industries 














Saleable steel 

5.21 

OOOins 

4416 

4035 

3832 

3601 

4139 

3615 

3577 

3505 

15884 

15035 

14286 




6.7 

11.6 

7.1 

2,7 

7.2 

-0.8 

5.9 

3.0 

5.6 

52 

3.4 

Aluminium 

0.17 

000'tns 

119 

113 

97 

107 

123 

123 

120 , 

105 

429 

471 

484 




-3.7 

-8.1 

-19.2- 

1.9 

3.4 

3.4 

-2.4 

-14.6 

-8.9 

-2.7 

-5.7 

Copper cathode 

0.17 

000' tits 

II 

12 

12 

12 

II 

5 

7 

13 

47 

36 

45 




0.0 

140 0 

71.4 

-7.7 

0.0 

-61.5 

30.0 

181 

30.6 

-20.0 

0.0 

I 

* 

000' Ins 

80 

9 

10 

6 

7 

9 

5 

4 

33* 

25 

39 




14.3 

0.0 

100.0 

50.0 

-46.2 

28.6 

-50.0 

-55.6 

32.0 

-35.9 

21.9 

Zinc 

- 

000 tns 

37 

41 

36 

30 

39 

40 

34 

31 

144 

149 

127 




-5.1 

2.5 

5.9 

-3.2 

18.2 

53.8 

-8.1 

0.0 

-3.4 

173 

25.7 

Chemical and allied Industries 













Petroleum products 

1.52 

Lakhtns 

139.2 

144,9 

148 0 

131.3 

138.9 

136.1 

138.8 

129.3 

564 

543 

535 




0.2 

6.5 

6.6 

1.5 

6.3 

-2.6 

5.4 

-2.1 

3.9 

15 

10.5 

Cement 

1.60 

Lakh tits 

170.0 

154 9 

144.4 

153.5 

162.1 

138.9 

131.4 

147.5 

623 

580 

541 




4 9 

11.7 

99 

4.1 

8.1 

9.4 

- 1.1 

141 

7.4 

72 

0.1 

Fertiliser N 

1.52 

000' IBS 

2120 

2093 

1936 

1830 

1939 

1816 

1901 

1606 

7944 

72?l 

7413 




9.3 

15.3 

1.8 

13.9 

-1.7 

-5 J 

1.2 

-2.3 

9.9 

-2.5 

15 

Fertiliser P 

0 67 

000' tns 

635 

623 

607 

570 

588 

529 

451 

246 

2493 

1874 

2287 




8.0 

17.8 

34.6 

131 7 

21.2 

-6.5 

-33.5 

-55.9 

330 

-18.1 

-10.7 

Soda ash 

0.20 

OOtr ins 

415 

393 

339 

359 

423 

4)0 

385 

333 

1506 

1551 

1384 




-1.8 

-42 

-11.9 

7.7 

83 

9.1 

21 7 

10.7 

-2.9 

111 

42 

Caustic soda 

0.40 

000' tns 

297@ 

.302 

285 

274 

268 

268 

263 

255 

115781 

1054 

1063 




10.6 

12.7 

8.3 

7.5 

20 

-1.4 

-4.3 

0.6 

98 

-0.8 

4.4 

Textile Industries 














Cotlad blended vam 

5 78 

000' ins 

532 

522 

516 

508 

516 

521 

513 

511 

2079 

2061 

1833 




3.2 

0.2 

0.6 

-0 5 

2.6 

11.4 

17.0 

20.7 

0.9 

12.4 

20.3 

Nylon rilomem yam 

0.34 

Tonnes 

10268 

9332 

104.33 

10316 

10640 

9734 

9208 

K547 

40349 

38129 

32471 




-3.5 

-4.1 

13.3 

20.7 

46.3 

9.7 

15.7 

21 

5.8 

17.4 

54 

Polyester filament yum 

0.16 

Tonnes 

75945 

76924 

69219 

74473 

745% 

74660 

70078 

69330 

296561 

288664 

245276 




1 8 

3.0 

-1.2 

7.4 

26.6 

13.9 

16.4 

14.4 

2.7 

17.7 

18.8 

Polyester staple fibre 

0 10 

Tonnes 

51611 

59349 

S8373 

50826 

53410 

54142 

S07I0 

41800 

220159 

200062 

160893 




-3.4 

9.6 

15.1 

21.6 

33.4 

21.6 

31.8 

104 

10.0 

24.3 

182 

Food Industries 




» 










Sugar 

1 76 

l-akh ins 

73.8 

41.7 

2.6 

8.2 

56.9 

30.7 

0.7 

IM 

131 9 

100.7 

125.8 




29,7 

35.8 

271.4 

-33.9 

-11.5 

7.0 

-6'2 

-60.0 

31.0 

20.0 

-32 

Tea 

1.10 

Mn kgs 

50 4 

180.3 

284.2 

222.7 

56.8 

203.9 

291.0 

201.8 

737.6 

753.6 

723.1 




-11 3 

-116 

-2 3 

104 

-10.3 

9.4 

3.7 

4.6 

-2.1 

42 

-05 

Vanaspati 

0.56 

000' ins 

227 0 

209 0 

222.1 

243 5 

237.0 

237.6 

192.9 

233.6 

901.6 

903.1 

895.8 




-4.2 

-120 

15.1 

3.4 

-38 

10.7 

-65 

3.1 

-01 

0.8 

6.6 

Automobile Industries 














Commercial vehicles 

1.36 

Numbers 

57867 

50563 

45061 

41508 

51536 

39607 

28371 

21922 

194999 

141436 

128510 




12.3 

27.7 

58.8 

89.3 

36.6 

8.5 

7.9 

-21.9 

37.9 

10.0 

-101 

Heavy and medium 

w 

Numbers 

32123 

26644 

22642 

20593 

27531 

19318 

10559 

8567 

102002 

65975 

76051 

vehicles 



16.7 

37.9 

114.4 

140.4 

23.1 

-11.1 

-29.5 

-495 

54.6 

-132 

-15.1 

Light vehicles 


Numbers 

25744 

23919 

22419 

20915 

24005 

20289 

17812 

13355 

92997 

75461 

52529 




7.2 

179 

25.9 

56.6 

56.4 

37.6 

57.4 

201 

231 

43.7 

-21 

Cats 

0 14 

Numbers 

83837 

61613 

61664 

56893 

57131 

54215 

51153 

471% 

264007 

209695 

163100 




46.7 

13.6 

20.5 

20.5 

17.6 

32.5 

241 

45.4 

25.9 

216 

-25 

Jeeps 

0.29 

Numbers 

15989 

14160 

8961 

10261 

15488 

14222 

11336 

8850 

49371 

49896 

39276 




3,2 

-0.4 

-21.0 

15.9 

55.0 

36.1 

22.4 

-7.6 

-1.1 

27.0 

217 

All l wo- wheelers 

0.4! 

Numbers 614298 

565307 

527392 

488612 

4994% 

458687 

402916 

395056 2195609 1756155 15005*1 




23.0 

232 

30.9 

23.7 

22-3 

14.0 

34.4 

10 

25 JD 

17.0 

-44 

Three wheelun 

0.03 

Numbers 

37732 

32058 

30069 

27673 

.30126 

26786 

17875 

16121 

127532 

91C00 

65106 




25.2 

19.7 

68.2 

64.5 

87.1 

49.2 

17.8 

55 

392 

40.6 

-130 

Electricity 

Total generated 

11.43 

Mn kwh 

93330 

90506 

83799 

83387 

85337 

80682 

78369 

77906 

351200 

323023 mm 


“ 

9.4 

12.2 

6.9 

6.9 

7.3 

4.6 

8.3 

%A 

86 

7.4 

5.0 

Thermal and nuclear 

- 

Mn kwh 

75617 

69470 

56357 

67127 

70138 

63664 

57317 

61293 260700 253I56 231213 




7.9 

9.1 

-1.5 

95 

95 

7.6 

If. 8 

7.9 

6.1 

95 

84 

■«— r-t 

_ 

Mr kwh 

17643 

21036 

27442 

16260 

15199 

17018 

21132 

16693 

82500 

70375 

69776 




16.1 

23.6 

29.7 

-2.6 

-11 

-3.1 

-Ol 

101 

172 

0.9 

-34 


? Quarterly ligoras may not be add up to the total'thK to revisiow. 

i timer. .. Not available; • PcfanMsy dala imepeated for March«« March drt« li »< evaHaOte. (» Su pBu afpt — m l tana — 61 to 1*10 H— 
[- wfataa. ug-aepetiCTipt* stand* for April. (H)H|urciia bredbas are p e rawe ag a varialtaue ow Oraparted —M e d nrever the cosn pa sU bl t period 

I s ofthe pnMou* y«*r ' 
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MONEY MARKET REVIEW 


ZTW R m e a rcfc Foundation 


Need for Review of Monetary and 
Fiscal Policies 

At the root of the current chaotic conditions in the financial system in 
general and the money market in particular are the unplanned 
borrowings by the government to finance its revenue deficit. The size of 
domestic saving is simplv not enough to finance such large borrowings 
without starving productive sectors of institutional credit. What is called 
for is nothing less than a total reappraisal of monetary and fiscal 
policies. 


Money Market Shocks 

THEmoney markctsm May were dominated 
by the Reserve Bank of India's access to the 
market to raise funds for the government at 
historically high rates of interest. Apart 
from the normal floatations as part of the 
government’s borrowing programme for the 
year, the RBI" was forced to issue fresh 
government securities and treasury bills in 
the market because the government’s 
recourse to ad hoc treasury hills persistently 
crossed the agreed limits. The forced action 
in Ihc primary market naturally suppressed 
the secondary markets which were almost 
laid back during the month. 

The developments of the past two months 
have brought to the foir a number of critical 
issues. First, the absence of an economy¬ 
wide flow-of-funds budget with dovetailing 
of the government's borrowing programme 
thereto is giving rise to a senes ot financial 
shocks and unplanned claims on resources. 
While any accurate projection ol domestic 
saving and financial flows is indeed difficult, 
some measure of credit planning and the 
limits un recourse to resources by the bulk 
users like the government are a necessary 
condition for orderly growth of the financial 
system and tts systematic contribution to 
real sector growth. For instance, did the RBI 
and the union finance ministry have any idea 
of the possible size of domestic saving 
during 1995-96 when they proposed a net 
market borrowing by the centre of 
Rs 27.087 crorc for the year? They 
obviously based it on the fact that they 
cobid borrow as much as Rs 29.692 crore 
in 1993-94 and Rs 24,040 crore in 1994-95. 
It is known how those were totally unplanned 
borrowings; earlier such borrowings 
were only of the order of Rs 8.970 crore 
in 1992-93 and the budgeted amount tor 
1993-94 was Rs 9.700crore. The root cause 
of the pr&cnt malatse in the financial system 
m general and the money market* in particular 
originates in the RBI having facilitated such 
unplanned borrowings by the government 
for financing its revenue deficits. It was 
known (hat once the foreign inflows that 
generated the unprecedented amounts of 
itqujdily got dried up. such borrowings would 
he beyond the realm of possibility. The size 


of domestic saving would just not be enough 
to finance such large borrowing and also to 
render sufficient institutional credit for 
productive sectors which were expected to 
grow at a faster rale. A scries of policy 
misadventures and misconceptions began to 
be applied: resort to various forms of what 
is called non-conventional market 
borrowings, introduction of auction systems 
and market-related rates of interest, the so- 
called success stories on open market 
operations and, above all. the much- 
pubiiciscd agreement between the RBI and 
the government to phase out the system of 
ad hix - treasury bills financing budget deficit. 
For any serious observer of the monetary 
scene it was crystal clear that alt these were 
made possible because ol the massive 
portfolio capital inflows. Against that 
background, the persistence with a borrowing 
programme of as much as Rs 27,087 crore 
during 1995-96 was. to say the least, 
inadvisable. A more realistic borrowing 
programme consistent with un overall 
assessment of domestic saving and other 
financial flows would have (a) conferred a 
semblance of sobriety on the fi nance minister 
in slushing lax rates and surrendering 
revenues, and (b) avoided the sleep increases 
in interest rates which are bound to impose 
heavy burden on the central and state 
government budgets in the coming years and 
which would make the goal of eliminating 
revenue deficits and restoring some degree 
of fiscal balance all the more difficult. What 
is more, the sudden emergence of liquidity 
strain combined with the stiffening ofinterest 
rales appears to have begun to hurt investment 
and production activities of a number of 
industries. I# such a situation, the RBI 
castigating the banks for not buying enough 
of government securities even though there 
was the 14 per cent yield offer appears 
bizarre; it arises out of the same blinkered 
monetary policy vision which exclusively 
relies on indirect instruments of monetary 
control mch as interest rates and open market 
operations and shows no concern for my 
rational, let alone optimal, distribution of 
domestic audit amongst different sectors of 
the economy. 

The current disturbance* in the money and 
financial markets are a beginning of (he 
heavy price that the economy would have 


to "pay in the months and years to come as 
a result of the above unsustainable policy 
for the country’s current stage of 
development If authorities are serious about 
sustaining the economy's growth momen 
turn on an enduring basis, an honest 
reappraisal of the entire fiscal and monetary 
policy package is called for. In such *ir 
cventuality the following immediate 
measures suggest themselves: til an interim 
budget of the central go vernment to mobi 11 sc 

tax and other revenue measures so that tin; 
government's growing borrowing require- 

menLs are reduced and excessi vc pre-empt ion 
of domestic credit avoided; that alone will 
help reduce the rising interest cost in the 
economy; (ii) acceptance of the basic philo¬ 
sophy that credit targeting as distinguished 
from monetary targeting is a more viable 
policy for India which calls for a system ol 
flow-of-tunds budgeting and credit planning 
and in turn some measure of credit rationing 
even if in indicative terms, as an essential 
aspect of policy to meet the genuine credit 
needs of the government and the private ami 
public commercial enterprises at reasonable 
interest costs; (iii) in such n scheme of things 
the RBI should give up its aversion to sector- 
specific refinancing and rediscounting 
facilities and evolve a functional, not 
bureaucratic, system of extending refinance/ 
rediscounting facilities against the hanks' 
lendings U> the priority sectors and even Tor 
revival of sick units (if necessary through 
other apex institutions like the IDBI, SIDBI. 
IRCI and NABARD): (iv) dispensing with 
the system of auctioning government 
securities at the so-called market-related 
rates of interest and replacing it by a range 
of realistic coupon rates fixed and anrwun 
ccd in advance; (v) the resort to govemmen 
market borrowings with long-data 
securities maturing in 10 or more year 
rather than short-term debt instrument 
(except lor 91-day treasury bills) whid 
have only served to inflate government 
repayment obligations and thus reduce ib 
room lor manoeuvre of monetary-fisc; 
policy co-ordination; (vi) disallowing th 
term-lending and investment institution 
from lending in the call money market an 
thus restoring the status of overnight cal 
money market essentially as an inter-ban 
market, so that such institutions with surpit 
funds are induced to seek investment outle 
in other money market instrument 
particularly the bills rediscounting mark< 
and (vii) finally, scrap the decision to pha 
out the goverornent'siesort toad hoctiwwj 
bill* with of course some reasonable h” 
say, a range of 0.8 to 1.0 per cent of Cl 
for the year -end and intra-year levels ol su 
mooelited deficit. 

The inedibility of the current policy 
ad hoes has already come into question w 
the gov er nment recourse to ad hoes cross 

the last year's set limit of Rs 9.000 cr 
atmoM pendsteotly new for more that 
month (though day-to-day figures arc 
known). Even the occ. -.tonal reduction 
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OKAffl A: Cirr-nre Yttun at 91-Day anc 364-Day Treasury Bhxi 
(Primary Auction*) Aran. 1993 to May 1995 
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ad hoes have been made possible (n an extent 
because of subscriptions from non¬ 
competitive bidders (essentially state 
governments who arc paying a yield of 14 
per cent on their borrowings). Under the 
scheme of phasing out. the limit of Rs 9.000 
for any 10 consecutive days fixed for 

1994- 95 ought tti have been reduced for 

1995- 96 which is not even being talked 
about. In (his milieu, (here would he no 
sanctity for even the limit ol Rs 5,(KX) crore 
placed in the budget tor lhe year end Also, 
this amount should include all 91-day 
treasury bills including those floated through 
auctions. During 1994-95, of the lolal budget 
deficit of Rs 5,545 crore (Rs 445 crore less 
than the budgeted amount of Rs b.(XXkrore), 
ad hoc TBs were apparently only Rs 1.750 
crore. Besides, u significant question is 
whether the tunds raised by the RBI 
specifically to reduce the level ol ad hoes 
will form a pan of the government’s market 
borrowing announced in the budget or will 
it be outside the programme ’ 

The strain on government finances in a 
situation of liquidity shortage is reflected in 
monetury data. M, growth of Rs 7.739 crore 
tor by 1.47 percent) between March 31 and 
May 12, 1995 has been almost entirely 
attributable to the expansion of Rs I2.X19 
crore in net RBI credit to the central 
government (us against Rs 5X3 crore last 
year). As a result, currency expansion has 
been of the order of Rs IO.ft.32 crore. Net 
foreign exchange assets, which showed 
siwaWecxpunsion test year (Rs 3.305 crore I. 
have experienced an absolute decline this 
year t-RsftlS crore). The pressure on etedit 
demand is continuing. Even so. these data 
do not fully reflect the underlying liquidity 
shortage which has been truly severe and 
'•'hich has been reflected in substantial 
undcrxuhacriptiun for government loans as 
also in high and volatile cull money rates. 
Some fasfcHvoction of liquidity through the 
nvat&rihj fnauury bills and interest receipts 


on government loans hardly helped lo ease 
the overall situation. 

II 

Government Market Borrowings 

Since the begmningof the current financial 
year, the RBI has sought to taise for the 
government ol India as much as Rs 14.200 
crore hui could get only Rs 6,519 ciorc 
(including non-competitive bidders’ 
subscription otRs 1.490ciore)directiy from 
ihe market even alter offering successively 
high yield rates The yield tales ottered on 
dated sccuriticsduring 1994-95 ranged from 
11 per cent to 12.71 per cent, whereas this 
year it has steadily climbed from 13.25 per 
cent to 14 per sent. At both the auctions of 
central government securities in May. there 
were nndersubsenptions even jIici ottering 
high yields Alt he auction ol Ill-year stock 
on May 4 lor a notified amount ol Rs l.tXX) 
crore. the amount bid was Rs 1.299. KUioio 
but lhal accepted was Rs 959 111 crore at a 
cut-off yield of 13.75 per cent: ihe balance 
o( Rs 40 9(1 crore devolved on ttie RBI At 
the auction ot seven-year stock on May 29 
the go\ ernment once again sought to borrow 
Rs 1.500 crore hut could gel bids worth 
Rs 1.I5X.50 crore and accept bids worth 
Rs 694 50 crore at a yield of 13 x(> per cent, 
with as much as Rs X05.50 crore contributed 
by the RBI. That the rejected bids amounted 
to Rs 464crore reflected the market expecta¬ 
tion that the coupon rate even tor the seven- 
year security would be around 14 per cent. 

This high market expectation was 
stimulated hy the RBI’s own actions It 
compelled ihe state governments to borrow 
at 14 per cent in mid-May between ihe two 
government of India auctions cited above. 
Regardless of the implications it has for the 
existing security portfolio of public sector 
banks, the RBI ha* pushed up the yield rales 
on dated securities in a range of 2 to 2.5 
percentage points within a period of eight 
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to nine months thus placing the balance 
shee)s older hank* m dire straight due to 
depreciation in existing investments as 
compared with foreign banks and new private 
sector banks which generally have newer 
securities in their invesiment portfolio. The 
recent experiences suggest that a healthy 
conduct of debt management requires that 
yield rates at the primary issue level he 
allowed to vary Irom year-to-year hy 
moderate amounts ol 0.25 lot) 50 percentage 
point. Such a system alone would prevent 
the government’s debt burden trom rising, 
fast and also protect the balance sheets ol 
investing institutions. There is a distinct and 
valid view that rather than risking the market 
proclivities, the RBI could have come out 
with fixed coupon oilers at some lower 
coupon rales to get virtually the same 
response. 

Because of the unreasonably high yield 
rates offered on state government securities, 
and also because of some regional utfinny 
of investing institutions, subscriptions to 
such securities have genet ally been far higher 
than the notified amounts. For a notified 
amount of Rs 1.500 crore lor 10-year state 
securities at the coupon rate ot 14 per cent 
issued on May 22 (against 12.5 per cent in 
1994-95 and 11 per cent in 1993-941. the 
subscription amount was Rs T017.8X crore 
and the RBI accepted the near full amount 
of Rs 3.000 crore on bchal) of the stale 
governments. 

Alarmed at the growing expectations of 
the market, the RBI offeted the next 
government stock of Ut-year maturity at a 
fixed coupon rare ot 14 per cent and also 
carried on a castigating bln/ on banks tor 
the past missed opportunities m making 
investment in government sccumre.>. 
Obviously the excess subscription of about 
Rs 2(X)crorclortnisM(K k isiobeundersioud 
agninsi th.s b ckgrounJ 

Tan-i r\ BUI A til'll oils 

As the government’s dependence on ad 
hoc treasury bills began lo exceed the agreed 
limit ol Rs 9.(XX) store, the RBI swung into 
action on the auction of TBs. Apart from 
ottering ulirailive discount rates ot 11 95 
per cent anJ 12 07 per cent on the 91-day 
hills, the availability of-hurt-term liquidity 
m the market from the redemption ot past 
bilk has helped to an extent. More 
significantly, it is ihe liquidity available 
w uh slate governments (and probably non¬ 
government provident funds) which made 
it possible for the RBI to mobilise for ihe 
central government si/vahle sum* under the 
VI-day TB auctions Notified amount under 
the auction, which remained at Rs $0 wore 
for many months, was raised to Rs i(X) crore 
in the last week ot' Apnt. to R* 250 emte 
in the first week ot May and to R* 500 wore 
in the succeeding three week*. In the thud 
week ot May when the market participants 
wore preparing hi subsenhe lor the 14 per 
cent state government securities, the RBI 
had to fill m the ubdersuhscnptKNi £»P «f 
Rs 305 crore fin the 91-day treasury bills. 

If the recent attitude tu rbo RBI lowjixb 
ywUJ rates offered and (he mvaintsmobdiMsd 
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Oiafh 8: Daily Quotation* or Hwhs and Lowi or Call Money Rate* 
Anul 1994 and May 1995 



are any guide, the central hanking institution 
is slowly bringing about correction to its 
earlier policy, based on the Chakravaity 
Committee report, of telescoping the maturity 
pattern and interest rate structure on 
.government debt instruments and providing 
a multiplicity of instruments, such as 91 -day, 
182-day and 364-day TBs and dated 
securities ranging from I to 10 years (with 
considerable shortening of maturity periods). 
The 182-day TBs have not been issued after 
April 1992; so ate dated securities other than 
3.5,7 and 10 years. 

In the recent period, the issuance of 
364-day TBs. which have created problems 
of huge redemption obligations during 
1994-95 and also this year, seems to have 
been skrweddown The face value of bids 
accepted by the RBI amounted to about 
Rs 100 crore in April and Rs 112.50 crore 
m May. The last year’s yield differential of 
over 2.5 percentage points between 91-day 
and 364-day TBs has been brought down 


to about 0.4 percentage point (sec Tables I 
and 2 and Graph A), thus giving a distinct 
preference for the shorter of the TBs. Also, 
last year the yield differential between 
364-day TBs and tong dated securities was 
negligible, whereas this year the long dated 
ones enjoy more preferred rates, if the 
364-day treasury bill as a money market 
instrument does get eased out which seems 
realistic and likely, the much-talked shout 


reference rase oftaterets aaocfatedw: 
cut-off yields of this TB would ram 
non-starter. 

in 

CaO Money Market 

The month of May showed an acute 
of gyration in call money rates, with w 
coefficients of variation ranging fror 
cert to near 60 per cent (Table* 3 ar 
s reflected the differing strain w 
market in different weeks arising frot 
floatations of government loam and 
ping up of funds by the RBI through trei 
bills to satisfy the government needs 

The call market reflected steady tie 
the first week ending May 5 in an env 
ment of tight liquidity situation on tin 
of Rs 1.000 crore auction of govern 
securities otr May 4. The rates remain 
the range of 8.25-11.75 per cent d 
this week. The rates firmed up toward 
end of the week and ruled in the rani 
10-12 per cent as many banks, ts 
advantage of generally low rates, sou; 
clear off their export refinance from the 
in the middle of the week. Normally, l 
take recourse to export refinance to ! 
down their fending cost when call nu< 
beyond 12.5 per cert, the rate at « 
export refinance is available. 

The second week heginning May 6 op 
( at 13.5-14 per cent which was higher 
the previous week; this was obvious! 
account of hanks repaying their ci 
refinance and the government moppir 
nearly Rs 1.200crore through dated sec 
and treasury bills auctions. On May K 


Tasw 2: Auctions or 364 -Day Trsamwv Bills 

(Armmal hi rupees, < 


Date of 

Bids Tendered_ 

Bid* Accepted 

Cut-off 

Cut 

Auction 

No 

Pace Value 

No 

Face Value 

Price 

Yield 



(Amount! 


(Amount) 

(Rupees) 

(Per 

1994 







May 10 

101 

2567.50 

64 

1686.00 

9106 

9 

May 24 
1995 

60 

1708.00 

.30 

1194.00 

91.10 

9. 

May 10 

20 

140.00 

16 

101.00 

88.89 

12. 

May 24 

12 

41.00 

5 

11.50 

88.87 

12 


Table l: Auc-nom or 91 -Day Tbcasuky Bills 


(Amuvm m ropers, i 


Date of 

Notified 

_Bids Tendered_ 

Bids Acccwtd_ 

Subscription 

Cut-off 

Cut-off 

AtneuM OutttaediMlRsK 

A»ctkm 

- * 

Amount 

(Rupees! 

No 

Face Value 
(Amount) 

No 

Face Value 
(Amount) 

* 

Devolved 
on RBI 
(Amount) 

Price m Yield Rate 
(Rupees) (Per Cent) 

Total 

With 

RBI 

Outu 

RB 

1994 

May 6 

500 

16 

mo 

5 

300 

0,00 

98.23 

7.21 

3107.60 

13.90 

269* 

May 13 

500 

14 

200 

14 

200 

300.00 

98.16 

7.50 

.3597.7.3 

439.00 

315* 

May 20 

300 

15 

97,2 

10 

88.2 

211.80 

98.14 

TSt 

3179.03 

60580 

322* 

May 27 

200 

17 

1*1 

17 

158 

42.00 

98,10 

7.75 

4072221 

69280 

3.379 

1995 

May 3 

250 

18 

229 s A 

14 

73 

0.00 

97.10 

11.95 

896.00 

000 

*96 

May 12 

300 

(3) 

14 

v (300) n; 
166 .* 

(3) 

4 

(177) 

16 

0.00 

97.07 

1207 

1.34600 

om 

1346 

May 19 

500 

(4) 

9 

(500) 

21 

(4) 

1 

(4*4) 

10 

.305.00 

97.07 

1207 

1796.00 

305.00 

1491 

May 36 

son 

(6) 

10 

(185) 

16 

(6) 

3 

(115) 

4 

OOO 

97.07 

12.07 

225100 

,30500 

1946 


<s> 

(690) 

(5) 

(496) 








fbgerea ■ brackets represent earthen and ■Marts of aoweartgrifenrebtdi sridek are ant tsdedrel ia tire total. 
» OotsOoMreg a tnoorts are ereiwrtpl far ai weeks of Moy 1995. 



Taou 5; So* or tw tax/* Domestic Dear Mnaaor 


i , » in i 

to caver tell pwilkw twb day* prior to 
repotting Friday on May 12 which was 
preceded by* holiday on May-i 1. With the 
rise in call money rates, there was also a rise 
in repo uan*actions as reflected in RBI's 
SGL Accounts. The repos were done mainly 
with the Securities Trading Corporation of 
India (STCI). In fact, the SGL accounts 
reflected repo transactions worth Rs 1,420 
crore during the week ending May 12 
(Appendix Table). 

The following week also reflected tightness 
in the money market The rates ruled in the 
range of 15>1 6.50 per cent between May 13 
mid May 17 and after that moved up to 18.25 
per cent on May 18 and further to 20 per 
cent on May 19. Expectations of higher food 
credit, continued SBI borrowing, and the 
announcement of state loans, pushed up the 
call rates. The RBI injected about Rs 200 
crore through the DFHI and STCI by way 
of repo during this week to cool the market. 

On Monday May 22. the announcement 
of state government loans at the highest 
coupon rate of 14 percent created excitement 
and unsettled conditions in the money market. 
Call rales not only touched a high of 24 per 
cent but also became very volatile (12-24 per 
cent). There was active support from STCI 
which was lending on this day on its own 
account. The day’s SGL accounts showed 
repos wotth Rs478crore. Call rates, however, 
started softening the next day and generally 
remained in the range of 7 to 10 per cent 
lor the next three days as there was a temporary 
turnaround in liquidity due to the redemption 
of two old government securities (9.50 per 
cent 1995 on May 21 and 6.50 per cent 1995 
on May 25) which together made available 
Rs 300 crore to the system. 

There were, however, some skirmishes in 
the money market on May 25. First, the 
government announced the auction of 
Rs 1,500 crore new seven-year security on 
May 24 with the auction date of May 29 
Secondly. RBI and the state governments 
chose to retain the excess subscription to 
state government loans which caught some 


Wx Estimated Outstandings 

Latest 

General 

Possible 

Preval 

Instrument 

(Rupees Crore) 

Intetest/Yield/ 

Maturity 

Monthly 

Vfb 




Discount Rate 

.Period 

Turnover 

(PCIL 





Recent 

Latest 

(Primary Issues) 

tn the 

Pe: 


Peak 


(Per Cent 


Secondary 

Anmi 




Per Annum) 


Market 

(Rupees 

Crore) 


a) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7; 

Commercial Debt 







1 Certificates of 
Deposit (CDs) 

12,557 

6,000 

1400 

90 days 

ns 


2 Commercial 

4,511 

2,500 

15.25'* 

90 days 

20 

150 

Paper (CP) 

3 Floating Rate 

3.000 

3.000 

14.0-15*0 

na 


3 years 

Notes (FRNs) 






4 Intercorporate 

8,000 

8,000 

18.0-24.0 

90 days to 

na 


Deposits (ICDs) 
5 Corporate 




one year 



Debemures/Bonds 85.036 1 ’’ 1 

85,036'*' 

16.0-17.0 

7 years 

ID*' 

145-1 

6 PSD Bonds 

40,000'*' 

40.000“’ 




a Taxable 

15,000 

15,000 

I4.S-I6.25 

2-5 years 

100 

1 3 N to 

b Tax free 

25,000 

25,000 

10.30 

5 years 

80 


Sovereign Debt 

7 91-day Treasury 

6.050 

2.251 

12.07 

lOO 1 * 1 

12. 

91 days 

bills (auctions) 






8 364-day Treasury 20.323 

12.226 

12 52 

364 days 

2.500'*' 

11 

bills 






9 Dated Government 






Securities 
a Central 

111,000 

131.000 

14 00 

3.7 and 
lOyears 

5,500 <r ‘ 

13. 

h Stale 

35.000 

35.000 

14.00 

10 vrars 

10 

10. 

c Municipal Bonds 45.(XX) 

45.000 

14.00 

: ) years 

nu 


(all other approved securi'ies; 





Memo Items 

10 Inter-bank 

7.406'*' 

4.455'*- 

10.0-15.0 

Overnight 

Rs 6.070 


Call Money 




crore a day 


11 Investments of 

74.442 

74.442 

- 

- 

- 


Mutual Funds 








Nines. Data are culled our from various government and non-government sources 
The (able docs nor cover bills discount market 


(a) For companies with PI + crcdil rating excluding .-.lamp duly, credit ralitij; charges 
issuing/paying agency charges, (h) The Bombay Stock Ex.'iange lirecory has pined 
amount of debenture s/bands of all stock exchanges ’ listed >-'>mpanie ar Rs 1 9.261 crore; 
the end of March 1991 and at Rs 85.036 crore as r' the end i» March IW. In oilier words, I 
Bonds estimated at Rs 40.1XX) crore arc included indcr item 5. Is) Only as reported by N 
(d) Weighted average (cl Including repos (f) Including repos and RBI’-- op-n ms- 
operations. (g> Money at call and short notice as reported to the RBI in the banks’ 
statements. 


Table .1: Call Money Ratvs 


(Per rent /ter nm 


May 1995 ___AaniW?. 


Items 

26(RF) 19 

I2(RF) 

5 

28(RF1 

21 

U|KF)«* 

*T 

Weekly range 

2.1X1-22.00 15.50-19.50 

II 50-19.00 

8.50-12.00 

1.00-10.50 

7.5-145 

*00-18 00 

193*3.11 

Weekend (Friday) 

0.25-3.00 17.50-19 50 

0.25-2.00 

9.75-12.00 

1.00-1.25 

10.00-8.00 

1*00-15 00 

II 50-11 

Weekly weighted average* 

12.29 16.65 

12 76 

9.92 

7.83 

10.71 

10.84 

* 

DFHI lending rales (range) 

na 15 . 60 - 20.00 

2 00-18.00 

9.10-12.00 

It 00-3 00 

14.00-K.25 

U 50-10.00 

V 75-V 


* Weighted avenge of borrowing rates reported to the RBI by selected banks and DFHI. weights being proportional to amounts borrowed 

• Due to holidays operations cover only two days April 8 and 10. 


Ta*le 4 : Daily Quotations of Hiatts and Lows in Pes Cent Stwrur Statistical CNAtAcmrsncs 

(Percent perm* 


All Fcmr May 1995 Week Ended Ail Four April 1995 Week Ended 

Weeks of -- Weeks of - 

the Month 26<RF) 19 12(RF) 5 the Month 28(RF) 21 l«RF>* 


Mran 

12 48 

11.40 

16.88 

11.10 

9Jf 

II 04 

Standard Deviation 

3.18 

6.78 

1.23 

5.16 

180 

4.31 

Coefficient of 

41.51 

59.47 

7.29 

46.49 

26.79 

39.04 


Variation (percentages) 


1M 

1065 

t2.42 


2.78 

2.44 

326 

> 

.39.71 

22.91 

26.25 



• Pw week ended April 13 as April 14 was a holiday. 


Bw mw nt C and Political Weekly June 10, 1995 










ot (he bankx offguard. The catt rates shot 
up up on May 25 to a high of i 3.50 per cent 
as a few large nationalised banks were 
uncovered on this penultimate day ot the 
reporting fortnight hut it was shortlived as 
the day closed with a rate ot #.25 per cent 
and the reporting Friday low rates ranging 
timm 2 to 0.25 per cent (Graph B» 

Again, the next four days of the month saw 
the call rales ruling high in the range of 13 
to 16 per cent due to the underlying shortage 
ot liquidity in (he system. The RBI was 
mobilising funds as the government's depen¬ 
dence on the ad hoc TBs had crossed the 
Rs y.OOOcrore limit. The rates wciesomcwhat 
moderated because of the strong presence of 
the DFHI and STCI through repo facilities. 
Repo transactions worth over Rs 1.000 wore 
were reported during May 27-31. 

Forex Market 

The foreign exchange market experienced 
moderate activities and relative stability in 
the spot/cash segment, though there were 
some bouts of sudden volatility when the 
call rates shirt up. The six-month forward 
(annualised) premia was mostly receding to 
aniund 6.5 per cent from the high of #.5 per 
cent in mid-April except for occasional 
spurts (Graph C). The RBI's reference rate 
for the US dollar remained within a range 
of Rs 31.3V - 31.46 throughout Ihc month. 

IV 

Secondary Markets 

The total size of marketable debt in India 
at about Rs 300,000 crore constitutes near 
one-third of GDP which is fairly high and 
comparable with countries promoting bank- 
based las distinguished from stock market 
based) financial systems but what is said to 
he meagre in the Indian case is the secondary 
market turnover in debt instruments 
(Table 5).Thcpresenccol'scrioosstruciuraJ 
and institutional barriers such as the banks' 


pe r ma n en t portfolio of government Securities, 
the absence of primrey dealer* in securities, 
and inadequaciesinthepayments, settlement 
and clearance infrastructure, hinder the 
growth of secondary market for government 
paper and other debt instruments. The 
authorities arc paying attention in the 
institution ot a system of primary dealers in 
government securities and also a delivery 
versus paymeni system. The market is 
responding to the needs ot the system though 
rather slowly. Dulc to the recent stringency 
in the money market, the markets tor corporate 
bonds. CP and (CDs have been activated. 
The demand for these money market 
instruments would have been much higher 
but lorlhcoasy invcstmentouilei inovernight 
call money availiihletofimincial institutions. 
In the money market, the immediate funds 
requirements ot hanks arc being met through 
si/eablcamounisnf repurchase arrangement* 
(repot in treasury hills and government 
securities, through the support ot the RBI 
and its sister institutions DFHI and .STCI. 

Government Securities 

The secondary market witnessed brisk 
trading in government securities during the 
first week of May when ihc call rales were 
relatively stable and subdued. During the rest 
ot ihe month, the transactions remained 
scattered and limited. Besides the five 
'converted' securities, fourteen regular 
securities were traded during May though 
much of the transactions were limned io ihe 
convened sec urines, essentially because of 
their repo facilities. The limited deals in 
case ot securities having maturity beyond 
2000AD indicate ihe investors ‘ preference 
of short-dated securities as the investors have 
been experiencing continued depreciation in 
ihcircxistingpnrtioiios following .in upward 
shill in ihc interest rale structure In (act. as 
is borne out of the SGL reports, except lor 
very short-dated convened government 


socurtiies, i o. 12 per cent lWSttnd 12.75 
per cent IV96, die remaining converted 
securities and all the regular securities were 
traded considerably below par reflecting ihe 
firming up of the interest rate structure. 

That the market lacks technical depth in 
terms informational asymmetry and 
conservatism is amply home out by the fact 
that the traded prices of the securities dety 
the logic of maturity and coupon structure. 
For example, white the government security 
nurturing in 2QI3AD commanded an YTM 
of 11 .#5 percent, that of200KAD wax traded 
at an YTM of 13.48 per cent. Similarly, the 
security maturing in 2002AD got YTM <>| 
12.8V per cent, but that of 2001 AD had an 
YTM of 13.82 per cent. Further, whereas 

12.75 per cent IW6 government stock 
recorded an YTM of 12.21 percent on May 2. 
a lower coupon government stock, namely. 

10.75 per cent 19Vf» had a higher YTM <>l 
I2.V4 per cent on the same trading day. In 
general, the shortage of liquidity has triggered 
large sales, primarily led by UTI which is 
in need ot considerable funds to meet 
repurchase obligations and paymeni 
of dividends. 

Yield Curves 

Severe liquidity crunch associated with 
inadequacy ofdomestic savings and the RBI's 
policy of high interest rales have ted to an 
upward movement in yield rales on 
government paper as depicted m Ihc yield 
curves (Graphs D. E and Ft. Interest rates 
have sinned firming up even as ihe intlamm 
■ aic has shown some declining trend. 

A distinct aspect of ihc hchavinur ot ihc 
yield curves in May was that they appeared 
either fiat or downward sloping, totally 
contrary lo normal expected behaviour 
This reflects u wide vanety ot issues: grealet 
nsc in short-term interest rates than ihc 
long-term ones; lack of information amongst 
market participants: and absence of tnte- 


Tablk 6 Opmistions <» Nmionxi Stock Esmssoi (NSE) ihiuno Mas iws 


I>e*cnp*crv _ Week Ending May Amount in Crore of Kunces 




26 


19 



1 

% 


1 


1 irtal dunni! the Mat 


Order 

Actual 

Order 

Actual 

Order 

Actual 


(Inter 

Actual 


Order 

Actual 




Traded 



Traded 



Traded 



Traded 



Traded 


Buy 

Sett Amount 

Buy 

Sell Amouni 

Buy 

Sell Amount 

Buy 

Sell AiumiM 

Huy 

Sell 

Aiim nun 

1 Treasury hilh 
















i) VI-day bills 

- 

- 

- 

- 

- 

- 

- 

- 

- 



- 




it) 364-day hills 
Sob-1 oral: Traded 

tov.no 

i »v.no 

109.00 

9300 

93 (8) 

9318> 

110(8) 

101.18) 

101 

58 5 

38.5 

38.50 

370.50 

371.50 

Vil M> 

value 

2 Dated securities 

tov.oo 

119 00 

1094)0 

93 (8) 

93.(8) 

93.00 

110(8) 

till 18) 

101 

58.5 

58.5 

58.50 

370 50 

371.50 

.361 3(i 

A Got securities 







a 









il Convened ^ 

92 00 

37 tin 

32.00 

135 00 

47.00 

2481 

68.(81 

AK.CKI 

58.00 

233.20 

130.40 

218 20 

528 20 

382 40 

31(120 

ti) Regular 

16.00 

6.00 

600 

38(8) 

38.(8) 

38(81 

25 00 

2548) 

15.00 

35.50 

45.50 

35 50 

114 50 

114 50 

104 Vi 

lil) Zero coupon 

0.34 

0.34 

0.34 

- 

- 


- 

1048) 

- 

37,(8) 

27.00 

27.(8) 

37 34 

37 U 

27 M 

B State govts stocks 
Sub-total: Traded 

- 

- 


- 

• 

- 

- 


- 

- 

■ 


- 



value 

IPS l) hoods 

108 34 

43.34 

38.34 

173.00 

85.00 

40.00 

93.(8) 

103 181 

83(81 

305.70 

302.90 

280,70 

68001 

534.24 

442IM 

it Tax free 

VIS 

29.15 

9,15 

26 70 

26 70 

26.70 

10.2V 

62*» 

62V 

18.98 

21.98 

18 98 

65 12 

84 12 

61 12 

lil Taxable 

Sub-total: Traded 

23 04 

38.54 

25.04 

3.25 

11.25 

3.X3 

5.00 

2148) 

5.00 

17.55 

27,76 

8.55 

50.84 

98 55 

41.84 

valn( 

34.19 

67.69 

34.19 

29.95 

37.95 

29.93 

15 29 

27.29 

11.29 

.36.53 

49.74 

27.53 

11596 

182.67 

102 96 

Commercial papers 

8.00 

2.00 

24)0 

14 (8) 

14.00 

1X00 

8 00 

- 

. 

4.(8) 

- 


14481 

1648) 

(4.(8' 

'Debentures 

2.07 

. 1 52 

0.87 

6.30 

1.50 

150 

3.77 

4.09 

3.77 

- 

0.29 

- 

12 14 

7.40 

6.14 

.HVIB 

- 

_ 


0.3, 

10.36 

_ 

_ 

. 


01 

0.1 

0.10 

040 

10.46 

Oil) 

■ Ptoaung hoods 



% 

1 

1.12 

- 

0.25 

0.13 

0.25 

. 

<*,s 


125 

1,87 

023 

Grand totot ivntume) 

261 60 233 35 

114.40 317.55 242.93 

17645 230.31 

23S.63 

199.31 

404.13 

412413 

366.83 1214,29 112*14 

926.99 


-iNeUdMf H>: OMNI Bonds IB: lawfrimoual Bond* 


**» 15 





Oram C: ^nhimujwd Daily 6-Month Forward Premia in Oram D: Ymu> Curves For 364-Day Treasury Bills and Dated 

Fcksmtaois tor we US Dollar in the DoMEmr Inter-Bank Market Secuunt* - Wexacted Avmaob 



Working Days 


Orapii E- Yield Ci rvet for .'M-Day Treasury Bills and 
GOI Securities - Weighted Average k* May. 1995 


T br 

_ - -- 

■..! 

f 

"*1- 

\ 

Dated Securities 

\ 

(Last matunty in 2004 ) ; 

1 

/ \ j 
« i 

13I \ 

| \ 

* '--.v 

i 1 V 
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\ 

i 

s/ VA / 

/ v , \ f 

/ ’< i 

a. ,. ! 

i \i V 

\i 

® 1 

H ’ ’ 


A 1 


i i ; 
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! / 

8 [_ j 364-Day Treasury Bills (Last maturity in Dec 22. 95) 


6 1 r- -T—T-- — 7 — —T ' T ' I ' I T [ 

Period to maturity in ascending order 


Graph F. Yield Curves For Dated GOI Securities and State 
Govt Securities - Weighted Average for May 1995 
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gratkm of various segments of financial 
markets. On account of the implications of 
depreciation securities on their balance 
sheets, the market operators seem to prefer 
wiling pressures in short-dated securities 
than long-dated ones. Such a process b also 

a helped by the availability of repo 
es for immediate needs. 

Other Money Market fnttnmetUi 

The recent monetary measures including 
the tun on bridge loans ha* stirred the market 

ftwcotmmerdtd paper (CP) snditRer-corporstt 

deposits ((CDs). Interestingly, even the CP 
route is Wag used hy corporates to borrow 


from other corporates with banks being treated 
only as conduits so as to minimise stamp 
duty cost in the Bombay merCS, hitherto 
banks have been the principal holders erf 1 CP 
but the delinking of the instrument from the 
cash credit system combined with liquidity 
stringency has encouraged than to serve 
only as intermediates for transacting in CP 
between corporates. The outstanSflg level 
of CP as on February IS, 1995 was Rs 
1,393.25 crore but since the b eginn i n g of 
April about asKither Rs 100 crate worth CP 
is reported have be en pnara ted . Such an 
arrangement baa alio activa ted t he soco nda ry 
market for CP. A* per the NSE transactions. 


there were trading worth Rs 29 crore ha 
March 1995 which raw so Rs 5* cnee in 
April but again declined So Rs 14 crow to 
Wiay (T aNe6y.l t b to be ot p eteed ttonh uR t 
of such s econd ary market dealhgpmc to toe 

r^r*™ - ***™* 

The ba n 00 bridge l oans, hay devolve- 
meats ofapitol banes an die capital market 
intermediaries, and ri w l vto g or pos^ono- 
ment of capital issues by many oompnaies. 
have given a shot hi the ana for toe KX> 
ira mm» COiponw® w 

look to attensaove sources of funds such at 
IS-Aoadi jQKO imrtbte 


R-«4~i WmIcIv June 10,1995 
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Airenow Tails: SerowAav Money MAturOnsuTKMi: RBI's SOL Data 

tAmnmu in npaex. 

Desenpnon* _ Week ending May 1995? Yield (o Maturity on Actual TratUtta Total for the mo 


26 

. 19 . 

12 

5 

ofKfav 19*. 

Amt YTM 

CY Amt YTM 

CY Amt YTM CY Amt 

YTM CY 

Amt YTM 


1 Treasury Bills 

A 91-Day Bills 

Sub-total (volume! 




47.00 

12.78 


14.00 

12.52 


45.00 

8.11 


106.00 

10.77 


B 364-Oay Bills 
i) May 12. 1995 




. . 

. 





13.56 

6.97 


13.56 

697 


ii) May 26. 1995 

1.00 

10.01 


10.00 

9.55 

- 

. 

- 


10.00 

8.53 

- 

21,00 

9.08 


till Jun 9, 1995 

20.(8) 

13.78 


112.00 

12 87 

- 

20.(8) 

11.09 


- 



152.00 

12.76 


iv) Jul 21. I99S 

- 

. 



- 

- 

# * 

. 


5.00 

1091 

- 

5.00 

1091 


VI Aug 4. 1995 




- 

- 


10.(8) 

12.76 


• 

- 

- 

10.00 

12.76 


vil Aug IS. 1995 

141.23 

13.21 


141.65 

12.99 

- 

468.00 

11.48 


181.50 

11.31 

- 

9.72.38 

11.94 


viilScpI 1. 1995 

78.65 

13.29 


33 45 

13.29 

- 

13.33 

12.09 


118.60 

11.15 

- 

244.03 

12.18 


vim Sept to. 1995 

- 

- 

* 

- 

- 

- 


- 


19.00 

11.19 

- 

19.00 

11.19 


ix) Oct H. 1995 

2.20 

12.% 


. 

- 

v 


. 



- 

- 

2.20 

12% 


xlOci 27. 1995 

- 



- 

- 

- 


- 


8.00 

11.16 

► 

8.(8) 

11 16 


XK Nov 11. 1995 

1.35 

12% 


. 

. 

- 




. 

- 

. 

1.35 

12% 


xiii Dec 22. 1995 

- 

- 


- 

- 

► 


- 


10.(8) 

10.82 

- 

10.(8) 

10.82 


Sub-total (volume)* 

244.43 

13 27 


297.1(1 

12.86 

. 

511.33 

11.51 

- 

765.06 

10.99 

- 

1418.52 

II % 


2 GOI Dated Secunlies 

A Convened (Per Cent 
i) 12 00. 1995 

Year) 

17.00 

14.04 

12.10 

207.73 

1.3.83 

12.09 

26.00 

12 22 

1201 

427.50 

11.48 

11.98 

678.23 

12.29 


ii) 12.75. 1996 

60 00 

13.63 

12.85 

2.00 

13.19 

12.80 

5.25 

1271 

12.75 212.90 

12.28 

12.70 

280.15 

12.58 


iii) 15.25, 2000 



- 

1000 

13 86 

13.56 

- 

- 

. 

14.52 

13.14 

13.25 

24.52 

13.43 


iv) 11.75. 2001 



. 

- 

- 



- 

- 

30.(8) 

13.01 

1247 

30.00 

13 03 

i 

v) 12 50. 2004 


- 

. 

- 

- 


- 

- 

- 

5.18) 

12.99 

12 83 

5.(8) 

12.99 


S(ib-iuial i volume) 

77.00 

13.72 

12.68 

219.73 

13.83 

12.16 

31 25 

12.30 

12.13 689 92 

11.84 

12.25 

1017.90 

12.42 


H Regular (Per Cent: Year) 
n H 25. 1995 10.00 

14.28 

8.42 

15.(8) 

13.94 

8.42 

1518) 

12.01 

8.77 




60 (8) 

13.62 


HI 10 50. 1995 

- 

- 

- 

1.00 

6.14 

10.47 


. 


- 


- 

1.00 

6 14 


lii) 10.50. )996 

0.75 

10.30 

10.30 

. 

- 

- 


- 


- 

- 

- 

0 75 

10 V) 


iv) 10.50. 1996 

. 


- 

5 0(1 

12.99 

10,74 


- 


10.18) 

11.34 

10 49 

15.00 

11.89 


o 10.75. 1996 

. 

- 

- 

10.(8) 

1.3.60 

11.16 

15.(8) 

1298 

11.07 

.30(8) 

12 45 

10 91 

45.(81 

1281 


vii 15 12. 1999 

96.00 

13.42 

13.25 

100.00 

13.22 

13.17 






. 

196.00 

13.32 


Viil 11 64. 2000 

- 

- 


10(8) 

13 80 

12.67 


. 


- 

- 

- 

io.oo 

13.80 


Villi 7 50. 2001 

6.00 

13,82 

10.09 

- 

* 

- 

. 

• 


- 


v 

6(8) 

13.82 


is) 12 55. 2002INI 

- 

- 


- 

. 

. 

- 

* 


10.40 

13.20 

12.52 

10.40 

13.20 


xi 1’ 55. 2(S)2IN2 


- 

. 

- 


- 

. 

- 


10 40 

1299 

12.52 

10.40 

1299 


xii 12 55. 2002IN3 

- 

- 

- 

- 

- 

. 

- 



10.40 

12.78 

12.52 

10.40 

12.78 


xii) 12.55. 2002IN4 



- 

. 

- 

- 

. 

- 


10 40 

12 57 

12.52 

10.40 

12 57 


xiu) 13 40.2002 

47.00 

13 40 

13 40 

- 

- 

- 

- 

- 




- 

47.00 

13.40 


tiv> 13 75.2005 

- 

- 

. 

0.50 

13.58 

1363 

- 

- 




- 

0.50 

13.58 


xv) 9.00, 2013 

0.30 

II 85 

II 39 

- 

- 

- 

. 

- 




- 

0.30 

11 85 


Sub-inlalt volume) 

180.05 

1355 

12.37 

141 50 

13.31 

12 38 

30.(81 

12 50 

9.72 

81 61 

12.54 

11.69 

433.16 

13.21 


(A+B>» 

257 05 

13 61) 

12.46 

361 23 

13 62 

12.25 

61.25 

12.39 

10 95 

771.53 

11.91 

12.19 

1451.06 

1266 


C Zero coupon (Per Cent . Year) 
(DO (K). 1999 0 34 

14.51 

11.45 

. 



15.(8) 

13.34 

II 08 

17.(8) 

13 31 

11.0.4 

32.34 

13.34 


D RBI's Open Market 
Operations 










487 67 

13.44 

1291 

487.67 

13.44 


(A+B+C+Dt 

257.39 

13.61 

12.46 

361.23 

13.62 

12 25 

76 25 

12.58 

10.981276.20 

7.38 

7.52 

1971.07 

9.54 


3 REPO 

0) 91-Day T Bill 



. 


. 





I.UO 



1.(8) 



tin 564-Day T Bill 

29.00 

- 

- 

353 00 

- 

- 507 (8) 

- 


167.25 


- 

1056.25 

- 


(till Govt Securities (Per Cent: Year) 
12.001995 5000 


. 

9900 

. 


50.00 



143.00 



342.(8) 

. 


12.75 1996 

578.00 

- 

- 

258.00 

- 

- 

6100 

- 


10.00 

* 

• 

1007.(8) 

- 


12.00 1999 

- 

- 

- 

85.00 

- 

- 

57 00 

. 


51.00 

. 

- 

193.00 

. 


12.50 2004 

150 00 

- 

- 

184 00 

- 

- 655.00 

- 


164.00 

- 

- 

1153.(8) 

. 


Zero coupon 2000 

. 

- 

• 

- 

- 

* 

II 



104 

- 

- 

115.00 

- 


Sub-total (volume) 

807.00 

- 

- 

979.00 

- 

- 1441.00 

-' 


640.25 

- 

- 

3867.25 

- 


a Stale Govt Securities <Per Cent: Year) 

Suh-total (volume) 0.08 10.50 

10.97 

0.82 

1188 

11.71 

1.33 

11.64 

1174 

3,13 

12.35 

12.52 

5.36 

1207 

i 

Grand lotah volume) 
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(NCDs) which may be privately placed with 
non-banking financial companies. While 
many details about the latter are not known, 
it is reported that the ICD market has already 
touched R* 8 XXX) cruse of primary turnover. 
The pressure m the market is reflected in the 
phenomenal increases in intereat rates which 
have been of late ru(jng hetween 23 and 32 
per It if also reported that apart from 
heavy-interest cost, the lenders in the ICO 
nuuM t are imposing unheard of conditions 


such as forcing the borrowers to provide 
bank guarantee or collateral in the farm of 
shares; corporates have apparently started 
offering promoters' shares as collaterals. 

PSUBotuh 

Gives the targe sice of borrowing 
requirement at Rs1433.64 crore asbudgeted 
for >999-96 (Rs 7034.46 owe m J994-95J 
and many other tmpUaned borrowings by 
PSUs have already begun id push up the 


coupon rates on PSD bonds to a 
benchmark of about 16 percent again 
NSE quote on the secondary market ol 
per cent for tax-free bonds and 15 pet 
for taxable bonds. It is even repartee 
Bank of Baroda may shelve its plan of a 
public issue of Rs 1,000 crone and tru 
prefer a Rs 400 entire bond issue. 

(V r PrasMth undertook the stem 
CBwpwtwima for this paper) , 














COMMENTARY 


UTTAR PRADESH 

Limits of OBC-Dalit Politics 

Anwoh Mitra 

Mulayam Singh must have known that his systematic attempts to 
undermine the Bahujan Samaj Party {BSP), his partner in the coalition 
government, would sooner or later drive the BSP to desperate 
measures. What he had not taken into account was the stand taken by 
, the Congress. The anti-Mulayam Singh lobby in the Congress, ted by 
Ajit Singh, prevailed and Narasimha Rao too decided that a 
strengthened Mulayam Singh was no longer an asset to him. 

THE dramatic developments in IJP have link-up with the BJ Pis indeed not an aberra- 
cxpuocd the political opportunism and tion: it ts a natural outcome of the logic of 
ideological bankruptcy which always lay at itspuliticai calculations. This ts quite simply 
die heart of the SP-BSP alliance in UP. that since all the other political (unties arc 
Elected with high hopes, alter the defeat ot 'Manuwadi'. then: is nothing wrong in a 
the HJP in its area ot social and political partyofDalitsseekinganallianccwiththose 
concentration by the unique assertion of the who can serve the temporary interests of the 
Dalits combined with the backward castes Dalits. The alliance with Mulayam Singh 
.md the Muslims, the Mulayam Singh had hidden the opportunism which lay at the 
- government has come crashing down, not core of this thinking, hut the swing towards 
on any issue of principle, but as a result of the BJP has brought into the open what some 
the lowest level ot political manoeuvring, analysts had anticipated and which had been 
The BSP which had spared nothing in 


seen earlier in the BSP's attempt to strike 
an alliance with the BJP in Maharashtra and 
Madhya Pradesh and in the likelihood of the 
BJP supporting Mayavcti as chief minister 
last year during the late autumn crisis that 
had engulfed the SP-BSP alliance. 

It is a measure of the present crisis that 
even though the immediate blame for 
breaking up the alliance may rest with (he 
BSP, Mulayam Singh too has been exposed 
as a figure who had relied on muscle power 
and all the customary machinations of ruling 
class power politics rather than on people- 
oriented politics to sustain his rule. His regime 
was one in which people's rights were 
trampled upon, all notions of socialism were 
turned upside down and total administrative 
failure was accompanied by increased attacks 
on Dalits and the poorer sections of the 
population. Welfare schemes were jettisoned 
in favour of reckless, pro-liberalisation, pro- 
Congress pnvaf isation and ami-democratic, 
criminal tendencies were sought to be 
institutionalised. That is why his fall has 
been met with silence from even Iris dose 
ail ies like she CPI and CPU M) and the former 
chief minister was unable to organise any 
public protest in Ins support. Mulayam Singh 


declaring its opposition to all tonne ot 
. Brahmanism and its political representatives 
such as Ihc BJP. while basing itself solely 
on the Dalits who for ccntunes have sul fered 
; at the handsnf forces symbolised by the HJP. 
has chosen to form the government with 
Ihc support ol the vimc BJP At the very 
moment when Mayavait is being hailed as 
the first Dalit and the second woman v Inef 
'■ minister of UP. the state is witnessing the 
J beginning ol the end of a certain phase of 
, Dalit politics m north India. 

The much-trumpeted ‘Bahujan’ ideology. 
' which had made much ot achieving social 
; change through the traditional categories ot 

* caste and community, and which hud 
‘ projected itself as an alternative to class- 

based Left parties, stands discredited as never 
before - as a force representing the interests 
; of the power-brokers and newly-risen elites 

* from within the Dalits and the backward 
; castes, backed by dubious figures like Jayant 
: Malhotnra and wanting basically nothing 

. more thanaplacein the power establishment. 
'Similarly discredited are the attempts to 
i combat communaliam through the so-called 
'hew phenomenon of backward caste 
iassertion’ and the supposed ‘political 
Tacwnen' of politicians such as Kanshiram 
land Mulayam Singh. Both these figures have 
come to symbolise instead the turning of 
Dalit-backward caste politics into a cynical 
|fom» of bargaining and manipulation under 
hvhich aMiance* can be struck and broken to 
Srin harrow political advantage. The BSP's 
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may give statements about the ‘American 
hand', etc, but the fact remains that he fell 
a victim to the type of politics he had done 
so much to initiate. 

The crisis in the SP-BSP coalition had 
been long in the making. In UP the politics 
of Mandal and that of Dalitism. especially 
after the rise of the Kanshiram phenomenon, 
have not proceeded in tandem. Here, while 
Mandal politics aimed at an alliance among 
the backward castes, the minorities and a 
section of the upper castes like the Thokurs, 
which (hen had sought to win over the Dalits, 
Dalitism was based on an assertion of the 
Dalits who then sought to bring together the 
backward castes, the minorities, etc. The 
conflict between Mulayam Singh and 
Kanshiram was thus one between two 
political strategies which sought to win over 
a common social base and which had. on 
the eve of the current change of regime in 
UP. turned into a battle for supremacy. 

The immediate context was the elections 
to the three-tier panchay at system which saw 
the SP letting loose a reign of terror through 
both the police and its own goon machinery 
against rival candidates and parties which 
included in a big way its own ally, the BSP. 
All over the state there were incidents of 
abduction of candidates, police lathi-charges, 
open intimidation by goonda elements led 
by SP legislators, buying off of opposing 
forces, open courting of money power and 
mafia forces and support to any candidate 
irrespective of party affiliation who could 
ensure the personal domination of Mulayam 
Singh. The total but ‘planned’ anarchy which 
started with the panchayai elections reached 
its apogee during the election of the presidents 
of the new district hoards, zilla panchayats 
or zilla parishads. 

In the new system, the elections are indirect 
through the combined votes of the ZP 
members who are directly elected and the 
MLAs and MPs from the district. Mulayam 
Singh turned the contest into a personal test 
of strength and trained his guns, apart from 
at the BJP. at the BSP'as well. At many 
places, BSP candidates were made to bite 
the dust and the SP supported the Janata 
Dal and other parties. Muscle power was 
used to the extent of abducting dissenters 
and rivals. Just a few days before the elections 
in mid-May, hordes of SP supporters led by 
a local MLA from Lucknow descended on 
the CPI office, lined up party members at 
gun-point and forcibly whisked away Tara 
Devi, the party's candidate for the post of 
Lucknow zilla pari shad president and a 
former m em b er of the SP. The incident left 
political parties paralysed and bewildered. 
The CPU ML) was among the first to register 
a protest on the issue. Later it grew into an 
all-party move which was joined, 
significantly, by the BJP and the BSP as 
well. Tara Devi was traced eventually and 
she confirmed the truth of the aixhKtkxv 


These happenings, however, had a design 
of their own. They were evidently part of 
Mulayam Singh's strategy to ensure the 
emergence of the SP as a powerful political 
force not dependent on any allies. The 
readiness of the SP to go to any lengths to 
achieve this had also a lot to do with the 
prevailing situation where other political 
forces in the state stood markedly weakened. 
The decline of the Congress seemed 
unstoppable, with the split in the party further 
dampening its prospects. The BSP’s position 
had reached an ail-time low. The party did 
badly in the panchayai election ami at many 
places Dalits, once they saw they had an 
alternative, were seen to be ranged against 
the patty. The traditional Left was weaker 
than ever before and the Janata Da) was 
ineffective. As such, the SP was in a position 
to consolidate itself as the dominant ruling 
party enjoying the support of the powerful 
in the country side, including the new sections 
of criminal and mafia origin. At the same 
time, a section of the upper castes, belonging 
mostly to the Congress, were showing an 
inclination towards Mulayam Singh and the 
latter appeared keen on forging an alliance 
of backward and forward, mostly Thakur, 
power groups, along with landlord elements 
among the Muslims. If allowed to materialise, 
this could have proved to he a powerful 
combination in the days to come. In Uttara¬ 
khand also the weakening of the Congress 
was forcing many anti-BJP elements to 
reconsider their attitude towards the SP. 

The BSP on the other hand was getting 
sidelined. In the election of presidents of the 
zilla panchayats, nearly everywhere the SP 
and BSP faced each other as rivals and 
nearly everywhere the BSP was badly 
mauled. The party managed only one victory 
in Bijnore. while Mulayam Singh bagged a 
little less than half the presidentships and 
the BJP almost one-third. In Allahabad, where 
the BSP has 9 MLAs, the SP supported the 
Janata Da! candidate who won. while the 
BSP candidate managed to get only three 
votes with even its own MLAs abstaining 
or not voting for the party. The party’s 
‘Dalit-Muslim ekta rally’ held in the first 
week of May in Allahabad, which was 
intended to boost its sagging fortunes, also 
proved to be a flop, with the Muslims staying 
away and eveft the Dalits lukewarm in their 
response. The BSP was also losing support 
at the grass roots level and had begun to 
terrorise rival forces, lu state chief was in 
the news for ordering a violent attack on 
some Dalit leaders of the CPffML^ in 
Allahabad on Ambedkar Jayanti day. The 
BSP minister, Deena Nath Bhtskar. made 
the headlines In the Dheena massacre in 
Benares. Bhaskar is dare to many criminal 
gangs, soma of Paid origin also, operating 
on the UP-Bihar border, which in nun are 
involved in both struggle and unity with 
outfits like the Savarna Liberation Front, an 


uppe r cas te gang of landlords and criminal 
forces. The Dheena massacre was the resuii 
of (his rivalry, following which Mulayam 
Singh promised firearms to the upper castes 
in the region. This sent a wave of indignation 
and terror among the Dalits. BSP leaden 
like Bhaskar have been unable to stop the 
continuing attacks on Dalits, who have been 
showing an increasing inclination toward 
forces like (he CPftMLt especially in me- 
areas of peasant struggle in east UP. which 
region includes Bhaskar’sown constituency, 

Against this backdrop, the options open 
to Kanshiram were getting increasingly 
limited. Continuing with Mulayam Singh 
would have meant accepting the role of the 
junior partner in the alliance, something 
which the BSP chief was loath to do. The 
party also risked losing its Dalit base and 
the erosion of its political ambitions beyond 
UP. Before the final act of withdrawing 
support, the party had begun attacking 
Mulayam as 'corrupt' and as a ‘thief and 
on one occasion Kanshiram criticised 
Mulayam bitterly before journalists. Alter 
that a planned meeting between the two 
leaders at the same venue in Lucknow coukl 
not take place with Mulayam Singh staging 
a walk-out. The BSP leader was indeed 
caught in a bind. During a visit to the stale 
capital only 20-22 of his 67 MLAs turned 
up to meet him. The rest were reportedly m 
a conclave with Mulayam Singh who it 
appeared had reached a stage when he cuuli 
break the BSP. 

Yet the decision to pull down rhi 
government was not only that of (he BSP 
Kanshiram had in fact announced a tour n 
the UP countryside from the first week r 
June for reviving the morale of his pan; 
Mulayam Singh too had express 
confidence in the future of the alliance ju 
a day before the sudden developments. Th 
was a diplomatic move as Mulayam Sing 
was not unaware of the BSP’s plans. Wh 
he had not taken into account was the stm 
adopted by the Congress. In the event 
BSP withdrawing support, Mulayam Sim 
had thought of breaking up the BSP ami 
possible the BJP too. and then proving t 
majority with the help of the Congress P 
Narasimha Raocsvod in to the amt-Mulay. 
Singh lobby in the Congress led notably 
Ajit Singh who threatened to resign ti 
decision to dismiss the UP government v 
not taken. Mulayam Singh had also 
anticipated the suddenness of 1 
developments which in turn seemed to 
linked u> signals the BSP had got from i> 
about a possible change in political 
nations. For Rao also a strengtbc 
Mulayam Singh was no longer an as 
particularly with elections to pariian 
drawing cioae. 

In (he event, apart from the weekend 
(he BSP, •• a logical outcome of its 
towards tha BJP which has left the polita 



corx&xu among 4 m Dalit* confined and 
angry, the happening* m UP have dealt a 
Mow tothe cofmidation being effected by 
Mulayam Singh. From now on, even if 
Mulayam re-emerges, it will only be with 
the help of other forces on the old plank 
which he hod sought to jettison in his hid 
for sole domination. 

But It woukf be hasty to presume that the 
BSP will continue with its present posturing, 
even as there is talk about the BJP forging 
closer ties with the party. It is quite likely 
that it will seek an adjustment with the 
National Front or that at a later juncture it 
may rejoin hands with Mulayam Singh after 
having taught him a lesson. Much will also 
depend on how the June 20 show of strength 
in the assembly, where Mayavati will seek 
to prove her majority, works out. Any 
number of possibilities are there, tough at 
present it looks likely that Mayavati will be 
able to muster enough support. 

But if the first administrative acts ol 
Mayavati are any indication, the RSP 
government is following a course charted 
for it by the BJP. The chief minister has 
taken back all cases against BJP men and 
even sought to clamp a sort ol mini¬ 
emergency in which all processions and 
meetings by political parties were banned 
The decision was later withdrawn under 
public pressure. This merciless exposure of 
ihe so-called first Daln government by ihc 
laws of real political life has had another 
effect as wdl. It Mis. almusi unwittingly. 


opened up new space for the revival of Left- 
oriented and class-based secular politics. 

The debate which thesedevelopments have 
initiated is also revolving around the need 
for a genuine alternative in UP after nearly 
all experiments have failed. The attraction 
of immediate government formation seems 
to be receding, with constant changes of 
regimes and the blurring of ideological 
frontiers. Moreover, nearly all the political 
parties have come out of the recent crisis 
with their hands sullied. Keeping this 
situation in mind, the CPKMLI. which was 
the only force which had consistently warned 
against the limitations of OBC- Dalit politics, 
has launched a dnve on the issue of offering 
a new secular-democratic alternative to the 
people of UP which can genuinely take care 
ot their aspirations for communal harmony, 
secularism, development and empowerment 
of the poor. Dalits and women. The CPU ML 1 
is playing an oppositional role vu-a-vu the 
BSP regime while hemgcritical of Mulayam 
Smgti and asking him lo apologise to the 
people for his misdeeds as a precondition 
lor being accepted into any new opposition 
grouping. The turn of the BSP towards the 
BJP has created a vacuum in ihe Dalit 
constituency while the Muslims, though they 
feci lei down by the BSP's marriage with 
BJP and. between the two. find Mulayam 
Singh closer to them, arc yet not very 
enthusiastic about Mulayam Singh and his 
brand ot politics which have ultimately failed 
to check the BJP. 


Jatavs are not the only Dalits m nonhem 
India. The Balmikis are the other large bloc 
of Dalits and their history is closely linked 
to the patronage networks of the Congress 
Party and the forces of militant Hinduism 
(who latterly have found representation in 
the B)P). With communal themes at the 
centre of political life, the different rela¬ 
tionship to Hinduism of the Jatavs and the 
Balmikis prevents an easy formation of a 
Dalit political agenda. For a parly in 
opposition, such political complexities might 
even be valuable, but a party in government 
cannot afford the luxury of contradictory 
political agendas. Can the BSP, wedded as 
it is to end the rule of Manu. be the party 
for even those who are tfie upholders of the 
Shastras of Manu? 

The other slogan at Mayavati's 
announcement. ‘Jai Shri Ram', is more 
familiar and after Ayodhya it cannot he 
misunderstood. A symbol of upper-caste 
rule in antiquity. Ram was not a hero for 
Ambcdkar rior for much of the progressive 
Dalit movement. Militant Hindus, however, 
found a votary for Ram in the newly 
constituted Balmiki community. In the 
1930s. Dalit groups in northern India who 
had been called Chuhras. Halalkhors. 
Mehtars and Bhangis began to he called and 
to call therr -elves 'Balmikis' Arya Samaj 
missionaries convinced these Dalit groups 
thai their previous l.mh practices and shims 
were a product of Muslim tyranny’. To 
shed themselves of rhe mark* of the ‘tyran¬ 
ny 1 . these Dalits were enjoined to worship 
the figure of Valmiki mot as an ancestor, 
but as a worthy figure to emulate) In ihe 
carlv 1 940s. during a visit io Punjab, 
Ambcdkar questioned the value of ihe new 
name 1‘Bii'mki’i and the new faith 


May Days of Mayavati 

Vijay Prashud 


Whatever the BSP's reasons for the alliance with the BJP. the history of 
relations between certain section v of Dalits utui militant Hindus in north 
India is not new . This is an issue the BSP leadership will have to 
grapple with in the weeks and months to come. 


(wi tvhiping Maharishi Valmiki. who had 
nol had an active religious following 
previously) In mnyrsation with a few 
young Dalit activists, kmb.dkar told them 
to avoid Valmiki who. he said, had been “a 


AT the announcement of Mayavati's move 
to power in early June, iwo slogans were 
chanted: ‘Jai Bhim' and ‘Jai Shri Ram’. At 
first hearing, these slogans do not seem to 
be contradictory. Bhim. after all, is as much 
a Puranic figure as Ram and (he slogans 
might haveboettoflerediohonounhcPuranic 
Bhim. Bui the slogans did not refer to the 
Ammc Bhim. but to the intellectual and 
ratitician Brum Rao Ambcdkar. Ambcdkar 
was being saluted as a symbol of the social 
and political unrest of the Daliu, particularly 
for ids unrelenting work from the 1920s to 
bring the issue of untouchability to the 
forefront of Ihe nationalist agenda. The 
importance of Ambedkar to the nationalist 
itruggle was his tireless, though unsuccess¬ 
ful. fight to ensure the death of 
varntuhramadharma (the ideological 
Mification for untouchability and the 


oppression ot lower castes). The Bhim, then, 
of Ihe slogan 'Jai Bhim'. shared little with 
the Puranic Bhim. Slogans are not 
meaningless things: they condense collective 
political agendas and political sentiments 
into memorable expressions. Slogans arc a 
convenient way to appreciate the complexity 
of. as well us to chart (he road ahead for, 
Mayavati and the Bahujan Samaj Party (BSP). 

Despite Mayavati's statement recently that 
the BSPcan rule as the party of all. the BSP 
is w-edded to oppressed peoples especially 
the Dalits (literally, the oppressed). The 
Dalits, however, are not comfortably found 
on a singular political platform despite the 
similarity in their lives. If the BSP relies 
upon strong Jatav support, it is because of 
the militant anti-untouchable leaders and 
saints who are central to the community 
(such a* Ambedkar and Guru Raidas). But 


one-man advertising agency for Ram R^jya". 
Attibedkartsm was profoundly opposed to 
compromise with the injustice of the idea 
of RamRajyat which includes untouchability 
and'mfe hierarchy of castes). In his un- 
dcjRfcrcd address to the Jat Pal TarakMandal 
ofPunjab in 1936 (‘Annihilation of Caste'), 
Ambedkar took umbrage against the view 
that Ram killed Shambuka (a Shudra) due 
to a mis-undersUndmg. Since Ram was a 
king who was pledged to maintain the 
hierarchy of castes "it was his duty there tore 
to kill Shambuka, (be Shudra. who had 
transgressed his class and wanted to be a 
Brahmin". The regime of caste*, the social 
organisation of Ram Rajya. had to be mam 
ttirted by the penalty ot dcsBh Tbciwdkseriu* 
and political Btum. therefore, urgedthe Dalits 
to avoid the embrace of caste Hindu point 
ciara who sought (hem for their own power 
and not for the nobte pursuit of freedom 
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And yet, a curious alliance, between the 
figure of Bhim and the figure of Ram. has 
taken shape. Even though Ambedkar would 
not have approved, the alliance has a history 
which has been ignored until its appearance 
in recent yean. During the kar *evu‘. 
Balmikt* participated m large numbers after 
they had been falsely premised u temple 
to Valmiki inside the grounds of the 
destroyed Babri masjjd. During the recent 
communal riots around Delhi, caste Hindu 
leaders mobilised Batmikis to participate in 
the anti-Muslim terror (reminiscent of the 
suit saffron' Congress mobilisation ot 
Balmikis in 1984 during the anti-Sikh 
pogrom). Fed on a diet of anti-Muslim 
propaganda. Dalits are being asked to avoid 
their own difficulties regarding issues ol 
vumaxhramudhariiia and untouchability. 
The anti-Muslim project which began among 
Dalits in the 1920s has Iclt an indelible mark 
on their consciousness. Spurious stories 
circulate ol ‘Muslim tyranny' insomedistant 
past; there arc almost no stories about British 
colonialism and the barbarism of caste 
tyranny. Popular history‘is distorted and 
riven with anti-Muslim themes. In (he 19th 
century. Punjabi Dalits sang about the 
hypocrisy of the Brahmans and the mullahs. 
At resurrection, their songs proclaimed, the 
Dalits will rise «i join the preceptor Bala 
Shah and the followers of Ram and Rahim 
will hide themselves. What better indicator 
of Dalit scif-consciousncss about the problem 
of their isolated situation (with only a 
preceptor for an ally)? 

Mayavaii's alliance might just be forged 
out ol convenience, a way to gel to power 
in order to fulfill the BSP’s agenda of social 
transformation (which is what Kanshiram 
said on the ‘Tonight' show on June .*>). 
Whatever the BSP's reasons tor the alliance, 
the history of relations between certain 
sections of Dalits and militant Hindus is not 
new. Many progressive Dalits, however, 
question the viability of striving for social 
change on the hacks of the Muslims, ts it 
right to fight for emancipation at the cost 
of a community which has not enjoyed 
many of the fruits of political 
independence? That is a question which 
the BSP leadership will have to ask in the 
weeks and months to come, as they try to 
fight lor social transformation alongside an 
ally who has very different ideas for our 
future society. If thvy do not ask that question, 
logic will lorce them to jettison the heritage 
of Ambedkar whose struggle for social 
transformation was for everyone (best 
expressed in his 1947 ‘States and 
Minorities'), if they 'do not ask such a 
question then we must assume that tMs is 
a move to power without concern for 
ideology. That it a fatal mistake for any 
potticai organisation. The BSP-BJP alliance 
should not come as a surprise, but we shotdd 
not assume that it will last very long. 




STUDIES m MEDIEVAL INDIAN ARCHITECTURE 
By 

R Nath 

Thu volume la a collection of papers on the theme of Medieval Indian 
Architecture (C.1200-1803 AD) deals with tombs, mosques, miners, gateways 
and other forma of medieval architecture; ornamental designs as arabesques 
and geometricals; building mated ala; sources, historiography and other basic 
things of this discipline. 

1995, xvii, 172p, 117 plates, ill, maps, references; index; 25x19cm 
ISBN 81-85880-56-5 Re 650.00 

Send your order s end write for complete cetetogue to : 

M D PUBLICATIONS PVT LTD PUBLISHERS 

11 Darya Qanj, New Delhi-110 002 DISTRIBUTORS 

Tel: 3273347, 327137B, 3286830, 3268646 EXPORTERS 

fax:-81;Li-3276642_Cable.1ND0L00Y_I_ 



JUST PUBLISHED 

SELECTED PAPERS ON NATIONAL INCOME 

by 

Moni Mukherjee 

1995. pp. 430. Tables. Maps (ISBN 81-7074-150-5) 

Rs. 400 00 

Comprises collection of Professor Mont Mukherjee's writing on diverse 
topics with a very good introduction. Starting from problems of data and 
estimation, it covers the whole ground of national income statistics ending 
with the use of macro-statistics for analysts and policy. Prof. Mukherjee 
has contributed to this field over decades and this collection will be o< 
Highly beneficial to the students, researchers and those interested m 
national income statistics. His earlier publication include National Income 
of India: Trends and Structure; The Framework of the Indian Economy 
(with Hicks and Ghosh); National Income Information System 
(with Datta-Roychoudhury) etc. and many papers. He was one of the 
Editors of the Papers on Planning by P C Mshalanobts. He also prepared 
a volume pn Social Statistics for ICSSR. He taught in Santmiketan. 
Presidency College. Indian Statistical Institute and Pennsylvania University 
Ha was die President, Indian Association for Research in National income 
and Wealth. 

Meeting mid July 1995 - Pre-pubticetbn Offer (till 31-7-95) 

Re. 300.00 (edvence peymerrt required) 

K P BAOCHI A COMPANY 
286, B B QanguH Street, Calcutta : 700 012. 


a 4 D ' t 


* . 


Ml' |9 



Who needs an Exit Policy Anyway? 

GttrMrShkfh 


The government is yet to announce an official Exit Policy. Meanwhile, 
it has settled for an unstated exit policy the cornerstone of which is the 
voluntary retirement scheme and the contract system. 


WHEN the Congress!I) Narasimha Rao 
government unveiled its New Economic 
Policy in June 1991. along with the 
removal of the so-called fetters on industry, 
there came the promise to the capitalist class 
that an 'Exit Policy" would soon he 
introduced. If capital, including foreign 
investment, was to be given the freedom to 
enter and operate at will, the obvious 
corollary, ran the government argument, 
would he to also provide the reverse 
freedom' to get out and close dow n - to 
exit - at will. 

The government then, however, pleaded 
that since an elaborate structure had been 
built through labour laws, such as the 
industrial Disputes Act. dismantling them 
would also take some time. The Exit Policy 
would have to be supported with a new 
industrial law which did away with the 
necessity to seek government pcrmosion to 
close down industries and retrench labour 
(section 25-0 and N of the 1 D Act), and 
instead hike the compensation tor the tnreed 
separation, the government pleaded. 

However, waiting for the Exit Policy has 
been like waiting for Godot Nor is it likely 
to come in the near tuturc with the Congress 
taking a whipping in live states m the recent 
assembly elections, and with the very survival 
of the NarasimhaRao government inqucstion 
at the centre alter the Congress spin. 
Likewise, the Industrial Relations Bill has 
also been indefinitely shelved. 

The Exit Policy was lirst to be introduced 
in the winter session of parliament m 1992. 
Then in the face of workers' protests, it was 
decided to withhold it and only introduce 
the Industrial Relations (IRi Bill. Finally, 
the hill too was dropped. The Exit Policy 
and the I R Bill were then rescheduled lor 
the monsoon session of 199f as the IMF- 
World Bonk monitors, along with industry 
reprexentatt ves bayed for early action on this 
from. But with chief ministers of various 
stales showing reservations, and more labour 
protests erupting, the Exit Policy was again 

pwaponedfw'nmtixlelling'.ThcrenHxJclli'd 

(haft was cleared in August 1993 by the law 
ministry for introduction m parliament's 
winter session that year. But agam abruptly 
it was dropped. 

By the summer of 1994 it became dear 
that the government tune had changed. 
3tiMAee secretary Montck Singh Ahluwatia 


slated that "the government was in no hurry 
to bring aboul drastic changes in labour 
laws”, and pnmc minister P V Narasimha 
Rao and commerce minister Pranab 
Mukherjec began backtracking in Davos in 
March 1994 by propagating the theory of 
"middle path', where they made it clear to 
the l)S press that "a policy of free hiring 
and tiring was not possible in India". 

For the discerning it was always clear that 
the Ex it Policy concerned only the organised 
industry, which employs a very small 
segment nl the worklorcc. For rural workers 
and the vast unorganised army of labour in 
small industry and the service sector, the law 
ot frec-hirc-and lirc has always prevailed. 
According tothe 1991 Census, the organised 
sector accounted for only 22.6b million 
persons or 8 5 per cent of the work force 
(which is merely 3.16 per cent of the 
population). Of these. 71 per cent were in 
the public sector undertakings; 18.9 million) 
and only 7.7 million workers were in the 
pri\ aie organised sector. For the vast working 
population encompassing the agricultural 
sector and cottage and small-scale industry, 
composed of 228 million hands or 91.5 per 
cent of «hc workforce, all discussions on 
the Exit Policy was irrelevant. Significantly, 
not only has this vast sector never been 
touched by the very sophisticated labour 
laws of the country, hut the fact is 
(unappreciated by the IMF and Vv orld Bank) 
that this sector has always operated under 
a tree’ and brutal economy ol low wages, 
feudal bondage and unrestricted hours ol 
work. 

So a legal Exit Policy really concerns the 
organised sector. And what the government 
has settled lor is an unstated Exit Policy, 
the cornerstone of which is the voluntary 
retirement scheme (VRS) and the contract 
system. In both the public and private 
sectors, the government has promoted the 
concept of workers being cajoled into 
■voluntarily’ terminating theiremployment 
for a price - someihing more ihan the 
normal terminal benefits. For units wanting 
io shed surplus labour, and modernise, or 
for sick companies to close down, and cut 
accumulation of losses, this has become an 
ideal route to sidestep the rigours of section 
25(Ni and 25(0) of the I D Act, where 
permission for labour-shedding and closure, 
respectively, is mandatory. 


The ‘golden handshake’ fetches the 
workers anything between 60 days wages 
for every year served (besides normal 
terminal benefits) in the public sector, to 
even an additional two months wage* for 
every year of service left till retirement in 
the private sector. Workers have known to 
carry away Rs 5 to 7 lakh as the pnee for 
(heir resignation! Thus, in ceitain sectors of 
industry, the VRS. which was to operate as 
complimentary and parallel to the formal 
Exit Policy, has over the months become the 
Exit Policy. 

In a twisted polity inherited from the Raj. 
which believes .in using force when it can, 
and co-opting protest when it becomes too 
loud, the electoral price of an unabashed 
Exit Policy was found to be too high All- 
India and state-level handhs by trade unions, 
the last being in September 1993, high¬ 
lighted opposition to the Exit Policy. Even 
the BJP UmMomcd the ‘sell-oui’ by the 
government to foreign diktats. In this 
scenario, interestingly the big capitalists 
themsel ves stopped pushing the government 
fur an unrestrained Exit Policy, and argued 
they could manage with the VRS. 

By the monsoon of 1993 most of the 
industry associations were themselves 
arguing against an Exit Policy and were 
telling thcii members to lake the VRS route. 
Tarun Das. then director-general of the 
Confederation ot Indian Industry (C1I) said: 
"Wc are ft nding labour very responsive. Our 
stand on the matter is that companies which 
want to shed labour have to go through the 
voluntary retirement scheme” (77ie Timet of 
Indict. August 19. 1993). 

He earned on to give the example of 
Indian Oxygen. Calcutta, which reached an 
agr ement with its unions, blessed by the 
Lett Front government, where 30 pet cent 
of the workforce was reduced through the 
VRS route. Kantikumar PoJar. then FlOCt 
president, voiced in a similar vein; "...such 
a policy (Exu Policy) should be postponed 
till such a lime that a proper atmosphere is 
created. We do not want to enter the 
controversy ofihisExti Policy. Trade unions 
arc up in arms". 

This section ol industry tell that the Exit 
Policy came up more on account of pressure 
from new foreign investors, particularly the 
Japanese. Even AdityaBiria agreed with the 
VRS route pointing out that his group had 
got rid of 2.000 ‘surplus’ workers without 
any Exit Policy {Pioneer. March 24.1V94). 
Swaminathan S Aiyar. the most convincing 
of the World Bank apologists, put the whole 
flung in crisp financial perspective. 

“The answer is that VRS ts not a financial 
burden, it is aa immensely profitable 
investment... Golden Handshaker typically 
amount so around 2 A years of pay plus fringe 
benefits...If a company pays Rs 500a ore m 
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VRS, it saves Rs 200 crore anouafly ia to 
wage MR, meaaiag it h getting a whopping 
mure of 40 per cent of to outlay. No otter 
outlay can yield uch a high return. 

“So companies short of cash for VRS 
should float bonds offering attractive rates 
of up to 18 per cent. Since they are getting 
an internal return of 40 per cent, this will 
stUI lea ve there with a surplus of 22 per cent, 
which can be put in a bond reduction reserve. 
Within five years the reserve fond will be 
large enough to redeem bonds. So the VRS 
will pay for itself in a very short time” (The 
Times of India, September 12. 1993). 

So when Rao in March 1994 told British 
business in London that labour laws were 
no impediment to investing in India, he was 
speaking the truth. 

The VRS schemes in the public sector, 
even though offering poor returns, did not 
do badly. By March 1993, about 98,000 
workers bad opted out. The National Textile 
Corporation showed the best results with 
23,000 out of 1.4 lakh workers accepting 
VRS - an 18 per cent reduction. But NTC 
was aiming for a reduction of 75,000 — a 
whopping 54 per cent ofits workforce. SAIL 
was next managing to weed out 16.900 
workers. These figures are not good for 
Swaminathan Aiyar who ‘declared' three 
million PSU workers surplus’ blaming them 
for consuming Rs 12,000 crore in wages 
every year without any productive end. But 
for the government, with a target of 2.5 lakh 
workers in 58 PSUi, it was a good start. 

Golden Handshakes 

These ‘handshakes’ were largely financed 
by the National Renewal Fund (NRF) - a 
Rs 5.000 crore allocation for five years, 
ostensibly set up to fund both the termination 
package, as well as to retrain and absorb 
d i splaced workers in other sectors. There 
has been little retraining and reabsorption 
so far. The government set up the NRF in 
Febraary 1992, and in to first year Rs 830 
crore was spent on termination compensation 
In 1993-94, another Rs 700 crore was 
earmarked for more ‘handshakes*. 

In the private sector, the VRS has 
performed even better. Hindustan Ciba- 
Gcsgy got rid of almost its entire 1.000- 
strong workforce at its Bhandup plant in 
Bombay offering very good terms - i e. 
pension till retirement amounting to the 
Iasi drawn wages. Similarly, Premier 
Automobiles, Escorts and HDFC have 
been fairly successful in reducing their 
workforce through attractive VRS 
packages. Interestingly, in Hindustan 
Lever. Bombay, the VRS was a flop even 
though the terms offered were attractive, 
because of the onion taking an aggressive 
posture against it citing the rein of workers 
who had earlier acce pt ed it 


From the workers point trfvicw.tte scheme ■ 
is s disaster. This htgbeew pro vedhy many 
studies including die one brought out by 
foe Multan Kan Institute hi April 1994. 
The study, conducted intbe Bombay-Thane 
region, showed that of those workers 
interviewed who had accepted VRS. 57 per 
cent could not find any alternative 
employment; and of the 43 per cent who 
could, most of them were in contract or 
casual jobs which paid very poorly. Most 
of those interviewed repented having 
accepted VRS for they found that the bulk 
of the money went in paying old loans or 
was tost in business ventures which never 
materialised. 

If VRS is the route for company 
managements to abolish permanent jobs in 
the organised sector, the contract system is 
the escape route by which companies 
continue to give themselves the option of 
‘hire and fire'. When it became clear to 
employers that there may be no legal Exit 
Policy, contract employment ballooned 
uncontrollably. Contract employment is not 
illegal. But under the Contract Regulation 
and Abolition Act. contract employment 
may only be allowed for jobs of a 'seasonal' 
or 'casual' nature. But what happens is new 
jobs, even though of a perennial nature, are 
kept in casual or contractual tenures, and 
many of the old permanent jobs vacated 
under VRS are convened into contract'. 
The figure of the number of contract workers 
in organised industry is not known. But a 
reasonable guesstimate is that for every 
permanent job. there are four on contract 
tenures. And the culprits are not only small 
companies, but PSU and multinational 
behemoths too. 

In the big construction PSU giant - the 
National Building and Construction 
Corporation (NBCC), contract workers are 
ten-fold the number of permanent em¬ 
ployees. i e, 3.800 are permanent while 
40,000 are on contract. SAIL, after reducing 
its permanent workforce to 2,40,000. still 
has nearly one lakh contract workers on its 
rolls (Business Standard, February 24. 
1993). The story is the same in mining and 
railways. 

The advantages are obvious. Besides 
being able to hire-and-fire. the salaries are 
rock-bottom, oft#n one-third of that drawn 
by similarly placed permanent employees, 
and with no obligation to pay gratuity or 
provident fond, as terminal benefits. 

The situation has been worsened by the 
extreme defensiveness of the working class 
in general, and foe organised trade unions 
in particular. While there has been a de¬ 
cline in the number of workers involved 
in strikes - from 8,78,000 in 198$ to 
S.72,000in 1991 -those caught in lockouts 
by managements increased from 2,01 £00 
m 1985 to 4.70,000 ia 1991. Similarly. 
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: ■ capital's aggression can be aeon foam the 
foot that*the number of foandays lost j n 
lockouts for exceeded the loss on account 
of strikes. From 1990, the mandays lost on 
account of strikes and lockouts respectively 
were; 10,640 and 13,640 in 1990; 12,42 k 
and 14,000in I99);and 15,132 and 16.127 
in 1992 (Labour Bureau, Shimla). 

White publicly unions have opposed VkS 
as a scheme of job losses, privately most 
have either tacitly supported it. or stood by 
helplessly. The general secretary of INTUc. 
for example, admitted that the current 
situation has cost the federation 25 per cent 
of its membership. Workers' unions m 
Dunlop, Bata and Metal Box set the trend 
of signing agreements for closure and 
restructuring of units involving huge job 
losses, and sik public sector pharmaceutical 
companies' unions actually agreed to wagt¬ 
ails to stave off closure. So also the Metal 
Box union which agreed to a 20 per cent 
cut in wages as the price of restarting the 
company's closed unit in Calcutta. But then- 
arc a breed of trade unionists who actually 
offer theoretical justification for the VKS 
from a workers' point of view. Listen to the 
argument of Kiran Mehta, former leader ot 
the Philips employees union: “A job itum 
be looked at simply as worker's propeny 
right which he can sell ofl for a price to the 
company". And he goes on to suggest that 
trade unionists should now turn not toLemn 
but to the management guru. Peter Drueker 
and draw ‘lessons' from his latest book 
"Managing for the Future: The 1990s anJ 
Beyond" (Business Standard. May 7.199-1> 

And finally, industries who want to close 
and get out. do so irrespective ot the last 
That has been the tradition. And it is ease 
since the penalties are deliberately kept 
weak and the process Of establishing 
culpability hazy and long-winding. Sick 
textile mills in Bombay don't seek 
permission to close; they merely stop paying 
the water and electricity bills, thereby 
prompting supply cut-offs by civic official' 
leading to ‘closure’ of the unit. Similarly 
the 2.000 strong CIDCO bus service stall 
in New Bombay, despite industrial court 
orders in hand to lift ‘illegal closure' could 
do nothing to take thetr management •*’ 
task. The buses were strapped alter ihc\ 
rusted beyond repair! 

"There is in India an'Exit Policy' The 
government will not acknowledge it* 
existence. Nearly one lakh small and 
medium unit* remain closed. While some 
may be the subject matter of industrial 
disputes, in others the closure is final 
Why then the clamour for an Exn Policy' 
These are not the words of a radical trade 
unionist. It is merely our minister of state 
far commerce. P Chidambaram making a 
lucid atatemem.of foN (Buttress World 
April 21. 1993). 
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Arming the Nation, Disa rming 
the Citizen 

Gautam Naviakha 

( Neither in parliament nor in the media is there any attempt to question 
the premises of the dejence ministry 's geo-strategic assessment on 
■ which are based the budget pro/msals for defence and other 
. departments ostensibly meant for other security operations. 


: ONCE a year ministry of defence publishes 
a report for the parliament ami the public 
; which is supposed to reveal the government 
of India's thinking on matters related to the 
perception of threat and security on the basis 
' of which the assessment ol defence 
requirements are made. The pages devoted 
. to the National Security Environment in the 
1994-95 annual repun show that the main 
; focus remains Pakistan and terrorism with 
reference to its support to ‘subversive and 

■ terrorist elements', prosy war - in Kashmir 

■ and north-eastern stales. etc. Our ptc- 
; occupation with Pakistan extends to 

accusing it of highlighting human right 
abuses in Kashmir as well as expressing 
‘concern’ at China's arms supplies to 
Pakistan, indeed it has resulted in an 
expansion oi our area ol concern beyond 
the subcontinent to include Central Asian 
Republics especially in view ol "Islamabad 
attempting to meddle in the region" The 
' report says that India is determined to do 
i alliteantohelpcnsurcasccurccnvironmcm 
; in Asia which will allow us economic 
. development to proceed unimpeded Ai the 
same time it will have to remain prepared 
r to counter developments adverse to its own 
security and development. For that it is 
! essential that India maintains a sufficiently 
strong defence t iqnihiluv (emphasis added). 


The cost of acquiring such a military 
capability makes the suggestion somewhat 
questionable. In fact ihe calibre of this 
‘capability’ is of the same genre as minister 
of stale lor home allairs Rajesh Pilot's 
ihreai that it will not take more than “1000 
hours’ - tor Pakistan to he “finished if it did 
noi stop interfering in Jammu and 
Kashmn". Brave words may swell 
chauvinistic hearts hut they are really meant 
to huild up the image nt our India under 
threat and to buttress the claim for further 
diversion oi resources. There is other 
evidence ol this as well. 

Recently the deputy chief of army staff 
(planning and systems) general S S Sethi 
advanced the argument that “The future of 
India's defence forces depends on the rule 
India foresees lor itself in the overall global 
perspective in the times to come. Keeping 
in view the global changes. India should 
aspire lor leadership at the regional level in 
this growing polyeemne world ior which 
mi linin' imitht is a must". He wanted more 
spending on delcncc and said that “our 
defence oxpendnure is on the lower side. 
Though there has been an increase of 9 per 
cent in defence outlays, yet owing to double 
digit inflation, the increase was not 
sufficient". In fact, he added that beginning 
1990defence allocations have not kept pace 


with inflation. These arguments are grossly 
misleading. For instance official figures 
show that the actual spending on defence 
between I9K6-87 and 1995-%, i e, a span 
of 10 years, has risen by 2.45 times - from 
Rs I (1.477 crore to Rs 25.500 crore. The 
quantum jump in defence expenditure since 
19M)-8i is even more astounding-7.14 
times in IS years. 

But even these figures do not provide (he 
whole picture. For instance, the total 
expenditure on defence excludes allocation 
of Rs 3.414 crore for central paramilitary 
forces, misleadingly called ‘police', which 
is under the ministry of home affairs. The 
administrative control cannot Mur the 
overlap between armed forces and 
paramilitary forces. The Rs 166 crore spent 
on the Intelligence Bureau as well as the Rv 
255 crore spent on the Coast Guard (for 
coastal defence and protect the geo-ccoaomrc 
interests of the country) technically under 
the ministry of finance should be included, 
in defence expenditure. Similarly Rs 250 
crore allocated for strategic and border roads 
arc placed under the ministry of surface 
transport but for all practical purposes are 
under the armed forces. These together 
with Rs 2.X57 crore for defence pensions 
push our security expenditure to Rs 32.636 
crore out of a total plan and non-plan 
expenditure of Rs 1.72.152 crore for 1995- 
96. it to this is added one-third of (he 
expenditure on missiles (covered under 
rocket development and space research in 
the department of space) and for nuclear 
arms preparedness (under dcpartmentrof 
atomic energy), i c. Rs 508 crore then the 
total expenditure moumx to Rs 33.144crore. 
This implies that-nearly 20 per cent of 
public funds are diverted towards a 
burgeoning security apparatus intended for 
external muscle flexing and internal security 
operations. Even these figures do not reveal 
everything. For instance, last year the 


Tabu 


(tn Ks enur) 


if 0 

Actuals 

1986-87 

Actuals 

1987-88 
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1992-95 

Actuals 

1995-94 

Revised 

1994-95 
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r . Defence Bxpetubrure* 

10477 

11968 

15541 

(4416 

15426 

16547 

17582 

21845 

23544 

25500 

■ * Net oi Defence Receipts. 

but inclusive of Defence 
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418 
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1152 
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1509 
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1783 

1945 

2105 
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2723 
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; Plan Expenditure 

Social Services' 
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2655 
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3947 
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former-chief of the army staffs F Rodrigues 
had said that pan of IMF loan of $ 1,2 
billion released tn I992 was used lor spot 
purchases of defence spares. The S1PRI 
report says that India imported arms worth 
S 12.2bn between 1988-92. In outer words, 
(he full value of Indian spending on 
security-related items remains secret. Ol 
course what is hidden from Indian citizens 
is fairly easily accessible lo our hilaicral 
and multilateral creditors and suppliers of 
military hardware. 

This allocation becomes a cause lor 
concern when considered against expen¬ 
diture on social services and ihe iota) 
subsidies provided by Ihe government which 
is Rs 10.594 crons and Rs 12.401 owe 
‘respectively (see the table tor comparison). 
In other words Rs 22.995 provided lor 
social services and subsidies is not only 
short of the official' defence spending of 
Rs 25,500 crore but far shun of what the 
central government actually spends on 
securing itself compared to the welfare of 
the people. 

The point is not the dismantling of military, 
desirable as it is. but one of i cstonng centrality 
to public accountability and debate. It is not 
entirely wrung to argue that there is a cor¬ 
relation between impoverishment ol people 
and augmentation in security spending. 
Exaggerated external and internal threat 
perceptions ( Polities ol Silhouetted 
Anger’. EPW. February 18-25) has kepi 
pace with privatisation of public assets and 
rolling back ol slate from undertaking 
social investments. Hot instance, if defence 
of sovereignty is really a concern ol the 
ruling classes then does mu the direction 
of economic change incapacitate the 
;ountry from withstanding arm-twisting 
by capitalist north* And do not the 
machinations of the Hindutvu forces weaken 
Ihe country and act to divert attention trom 
the threat posed by the capitalist north.’ 
.-urthermorc, docs not the recurrent opting 
formilitaristic solution tor dealing with every 
xipular upsurge rather than searching for 
democratic solutions leave (he country 
vulnerable to interference trom outside? No 
ane, either m parliament or the media, appears 
willing to entertain these questions lest they 
jet accused of being 'anti-national' and 
refers to further the demand ol the military 
sehemoth. 

Quite apart from the parliament spying 
iway from questioning the premises of the 
defence ministry ’»geo-strategic assessment 
here is the lack of financial discipline. To 
ate one example, in 1983 the government 
nnounccd with much fanfare its plans 
j build the Laght Combat Aircraft < LCA) 
ind allocated Rs 15 crore. Last year, in 
te 12th year ol its existence and after 
pending Rs 900 crore the LCA was 
towhcrc near the prototype suge. What is 
tailing is that parliament is equally 


unconcerned by the tyranny let loose hy 
ihe sccunly forces whenever deployed for 
internal security operations. In a recent 
incident at Kohima. on March 3. jawans 
i>l the IbRashlriyj Rifles began firing i wn- 
ineli mortars mistaking a tyre burst for an 
ambush, resulting in civilian casualties. 
What the central government did was to 
reward the security forces by forcing the 
state government lo promulgate Ihe 
Disturbed Areas Act and empower the 
armed forces to take charge, of law and 
order under Armed Forces Special 
Powers Act. which is really military rule 

Vote for Unity 


MALAYSIANS have always taken (be 
business of choosing their government very 
seriously Since independence, voter 
lurnoui in the country's gcr.cn! elections 
has been m the region ol 7(1 |vr tent ot the 
electorate. Following the dissolution of 
parliament in early April am) a shori 
campaign period. Malaysians weni lo ihe 
polls on April 24 and 25 to select 
representatives u> ihe tederul parliament, 
the Dcwun Rakyat. in the country's ninth 
general elections. This election also 
coincided with provincial government 
elections in 12 of the country's 14 ‘negen’ 
(the provincial stale) governments. There 
were no provincial elections in Sabah and 
Sarawak as their government’s lerms were 
yet to expire. 

As expected the Bansan Nastonal (BN 
or National Front, an alliance of 16 
political parlies) has once again retained 
control ot power. Sweeping lo power in f t 
ol the 12 ncgvris the BN gained 63 per cent 
ot votes, up Irotfl 32 per cent in (he general 
elections of 1990. tKefantan being (be 
only negen where Pon-Malaysnm Islamic 
Party (PAS) has retained power.) The BN 
also commands 162 representatives in the 
hegemonic 192-membcr Dcwan Rakyat. 

The opposition on the other hand has 
fared dismally. Its share of votes declined 
from 45 per cent in the 1990 general 
elections, to about 53 per cent. 1711* has 
resulted in a decrease in the number ol 
representatives it has in the Dcwan Rakyat 
from 44 to 19. 

Whig has taken the pundits a*Kl supporter* 


with att its, attendant terror, in everything 
but name. 

In fact just us black taws such us TADa 
were ostensibly brought to fight terrorism 
in Punjab and then used against political 
opponents ofallhucsihereiscvcry reason to 
he wary of the expansion of the coercive arm 
of the government. Victims of coercion will 
be no different from the victims of TADA 
There is. therefore, n real threat in democratic 
rights of the people be it in form of diversion 
of public funds or in form of its deployment 
to suppress their right to organise, protest 
or struggle. 


ot the BN and opposition by surprise is the 
increased popularity for BN component 
parlies such as the Malaysian Chinese 
Association (MCAI Gerakan. ami 
Malaysian Indian Congress (MIC). Thativ. 
in addition in securing its electoral ban- 
aiming the Malays, the United Malav- 
National Organisation (UMNO), the 
dommuni member of the BN. the BN has 
also been able lo increase its non-Malay 
base. 

Among other things, ihe popularity W 
the BN among the electorate has beer, 
attributed to the country ’ s strong economy 
Malaysia's growth rate in the past five- 
years recorded an average, of 8 per ccni 
per annum. This it is argued, has helped 
swing urban and non- Malay support l<» 
the BN. The opposition loo has taken ihn 
economisin' view on board lo explain 
Ihe success ol the BN. But it is the 
media to which is attributed election 
debacle of the opposition. Country » 
mainstream media's insufficient coverage, 
it is argued, has biased the electorate in 
favour of the BN. The outcome of the 
elections however suggest just th< 
opposite. 

The mainstream media in Malaysia ha 
always been pro-gove rnment (read BN 
and is very clear about its role and posi>«* 
in society. While it can be argued that ihi 
has denied the opposition a forum to vote 
iti views, this notwithstanding. (h 
electorate are aware of what the opposite 
stand for. The outcome of the ejection* 
(he result of a measured reflection hy it 


Malaysia's Ninth General Elections 

Vejai ttalusubramaniam 


The success of the Bari sail NasionaL an alliance of 16 political 
parties in the recent ejections is a vote for its economic policies as 
well us its political programme aimed at advancing Malay language 
and culture. 
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electorate on the Issues raised by the 
opposition and the BN. 

Issues BHW lllfc EuriOKAII 

The central issues in the present elections, 
as in the past, stem irom different 
perceptions of the modernisation process. 
This process whose objective is the creation 
of a nation-state has, since independence, 
been determined by UMNO, The realisation 
of UMNO’s idea of Malaysia however, has 
engendered contradictions in society which 
manifest themselves in politics in the lorm 
of a struggle between UMNO and the BN 
on the one hand and the opposition political 
parties on the other. 

Among the principal contenders to 
UMNO’s idea or ideal of Malaysia as a 
nation-state defined by the Malay language 
and culture, and in which the Malays are 
politically dominant with a capitalist 
market economy, arc the DAP. PAS. and 
PBS. The DAP in contrast advocates a 
Malaysian Malaysia, a society in which all 
Malaysians are equal. PAS on the other 
hand advocates the creation ol a society 
and polity based on its reading of Islamic 
tenets. Party Bersatu Sabah (PBS), the 
Sabah-based political party and dominated 
by the Kadazan-Dusun on fhe other hand 
have an idqai of Malaysia in which the 
negeris bgvfc greater independent control. 
Politics in Malaysia can be viewed in the 
context of the government's (read UMNO) 
ittitude to these contending views of ihc 
nation and the issues stemming from it 
Thus for example, following the intcr- 
sthnic strife of 196*), the government adopted 
mote pro-Malay position. Among other 
!hings. this saw (he introduction of economic 
policies aimed at transforming the country' s 
sconormc structure and political policies 
timed at advancing the language anti culture 
>f the Malays. The operationalisation of this 
policy among other things, had caused 
lections of the polity to feel alienated. Non- 
Malays began to perceive the government's 
Jro-Malay 'bumiputera' policy us treating 
he former as second class citizens, while 
sections of the Malays began to feel that (he 
policies were tedding to the rise of a 
mterialistk culture and contributing to the 
^ g eneration of Islamic cultural values and 
tonus. 

The NEP did help to transform the 
ountry’s socio-economic base. Alter 30 
man of the spawning of a class of Malay 
apilaliit while the ranks of the middle 
lass were increased by educated Malays, 
ihe W3P loo fostered the emergence of a 
lumber of non-humiputera millionaires, 
tis notwithstanding, society nevertheless 
ontinued to be divided by ethnic-based 
naoaras. 

Such concerns saw the rise of Islamic 
onackMtness among sections of the Malty 


Muslims and activism arming sections of 
non-Malays through political and social 
reform movements such as the DAP. PBS. 
Aliran. and Consumer Associations. To 
check whai n (the govemtpent) perceived 
as a potential threat to the country's 
stability, the Internal Security Act (ISA) 
was used to rope in those who were 
particularly vocal in 19X9. 

The authoritarian manner in which the 
government handled discontentment to its 
rule was severely tested in the 1990general 
elections when the Malaysian electorate 
went to (he polls to choose between a 
government which had over the years 
become more and more authoritarian and 
an opposition alliance comprising the 
DAP. Scmangat 46. PAS. the PBS. and 
the (PF which promised more democracy 
and social justice. In what was perhaps the 
hardest and most holly contested elections 
since independence. UMNO found its 
support among the Malays hadly eroded. 
The parly’s electoral support among the 
non-Malays was also hadly affected; 
although the BN was able to retain power 
alihefederal level.thepartylosl in Kelanlan 
and Sabah. In Penang and Trcngganu too. 
the opposition was able lo make significant 
inroads. Together, the opposition was able 
to gain the support of 47 per cent of ihe 
voting population. 

In its effort to win support among the 
electorate, the govemmem adopted the twin 
strategy of expanding economic growth by 
giving primacy lo market forces and 
advancing Islamic ideals. The former which 
saw the government adopting policies 
designed lo encourage investment, led to the 
removal of previous restrictions and 
preconditions which many have argued had 
impeded growth. The accompanying 
liberalisation in investment too. spread lo 
the socio-cultural sphere and began to 
engender a society which was both tolerant 
and democratic. At the same time, by setting 
up institutions founded on Islamic 
principles such as Islamic banking. Islamic 
insurance, ami Islamic pawn shops, the 
government managed to retain its role in 
upholding Islamic values. It is against this 
background that the government dissolved 
parliament on April 6 and sought a fresh 
mandate. 

For its part, the BN stressed the need for 
continuity, promising mure of the same. 
The opposition beginning with the DAP 
campaigned for greater liberalisation and 
the realisation of a Malaysian Malaysia. 
Scmangat 46 on the other hand, took a 
more pro-Malay position demanding 
greater benefits for Malays while PAS 
campaigned on the platform of Islam'and 
greater Islamic fundamentals in 
govemmem. The PBS was banking on its 
image asapany which is wiling to confront 
the federal leadership. 


Against the disunited from of the 
opposition, the BN stood in good sicad. 
Furthermore, the aggressive posturing 
adopted by the DAP had alienated it 
from most urban voters, causing the party 
to lose some of its traditional support In 
such a scenario, it does not come as a 
surprise that majority of the non-Malays- 
supported component members of the BN. 
In like vein, by adopting more Islamic 
values, (he BN had managed to take much 
of the wind in PAS'x sail. Lacking a clear 
ideology. Semangat 46 appeared no more 
than a party made up of a number of 
disgruntled members from UMNO. PBS 
under Pairin could no more than secure the 
electoral loyalty of the Kadazan-Dusuns, 
while the Muslim humipuieras and non- 
bumiputcras as a whole, rallied behind the 
BN. 

That the opposition has not been able to 
get its act together steins from the differing 
ideas of nation championed by (hem. The 
BN however, has been able I o offer a more 
united platform and the image of a party 
made up of individuals who are able to 
work together. By supporting the BN. 
Malaysians have come to expect this 
working relationship as the best means of 
satisfying their sometimes differing 
aspirations. Insofar as they see their 
differing aspirations being reconciled by 
achieving developed country status, they 
will severely test both the government’s 
and the country’s ability to realise that goal 
by ensuring continued economic growth 
in the coming years. 
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‘Effective Global Surveillance’ 
IMF’s New Role 

Mkhd Cbossudovsky 


A new triangular ‘division of authority' among the IMF, the World 
Bank and the World Trade Organisation is emerging, with the IMF 
calling for ‘more effective surveillance' of developing countries ’ 
economic policies and increased co-ordination among the three 
international bodies. 


A ‘NEWCONSENSUS' ontheroleof global 
institutions emerged at the 50th anniversary 
meetings of the Bretton Woods held in 
October 1994 in Madrid. The meaning ol 
'IMFsurveillancc’Oc. the annual monitoring 
of a country's economic performance in the 
contcxi of ‘Article IV consultations') has 
been redefined and enlarged. A new 
triangular division ot authority' among the 
IMF. the World Bank and the World Trade 
Organisation (WTO) has unfolded. The IMF 
has called for 'more effective surveillance’ 
of developing countries economic policies 
and increased co-ordinaiion among the three 
international bodies. 

Under the new trade order (which emerged 
from the completion of the Uruguay Round 
at Marrakesh), the relationship of the 
Washington-based institutions to national 
governments is to he redefined. Enforcement 
of IMF-World Bank policy prescriptions 
will no longer hinge upon ad hoc country- 
level loan agreements (which are not' legal ly 
binding' documents). Hencchmh. many of 
the clauses of the structural adjustment 
programme (e g. trade liberalisation and the 
foreign investment regime) will become 
permanently entrenched in the articles ot 
agreement of the new World Trade 
Organisation (WTO). These articles will sei 
the foundations for ‘policing’ countries land 
enforcing conditionalities') according to 
international law 

Expansion <*■ IMF Ri.sikvi-.s 

The expansion ol IMF reserves was 
presented at Madrid as a means ol serving 
the inleicstsof indebted countries. Ironically, 
the IMF managing director Michel 
Camdessus emerged, in the eyes of the 
western media, as the south’s progressive 
spokesman against the narrow political 
interests of the rich countries Camdessus 
presented a plan to enlarge the IMF’s 
reserves and provide added financial 
assistance, primarily to the ’economies in 
transition’ of the former Soviet block hut 
also to the south. 1 

An expansion ol ihe IMF's lending 
capabilities is being portrayed by the IMF 
as a means ol securing a "durable, more 
broadly based sustained high-tpjalny growth 
and the jr*smgj oh living standards 
woridwKJe.’^Yet what these loan agreement s 
imply in practice is somethingquilediHcrcni: 


the proposed expansion of tending rather 
than ‘helping the poor’ would reinforce the 
IMF’s control over national governments. 
It would provide the IMF with added political 
leverage to impose sweeping macro- 
economic reforms. The expansion of IMF 
special drawing rights will he on (he agenda 
ot the June Summit of the G-7 at Halifax 
in June 1995. 

An enlargement of IMF lending 
(particularly to the countries of (he former 
Soviet block) would support ihe interests of 
the creditors: ‘new money’ is lent to pay 
hack ‘old debt*. In addition to obliging 
governments to faithfully abide by IMF 
policy prescriptions, the loans invariably 
also require ihesigning of parallel agreements 
regarding debt-servicing with Ihe official 
and commercial creditors. In a sense, ihe 
‘inflow’ of multilateral money acts a» a 
catalysed which promotes a substantially 
larger 'outflow’ of financial resources from 
indebted developing countries in the form 
of interest payments. 

Moreover, none of this 'Ircsli' money 
proposed by the IMF at Madrid will actually 
contribute to the revival ot capital lormuiion 
and the mobilisation ot domestic resources: 
foreign exchange enters ihe cullers ol the 
central bank of developing counmcs where 
it is explicitly earmarked thy ilic donors) lor 
ihe purchase of imports ' In other words, the 
money is immediately 'recycled hack’ lo (he 
large international trading companies and 
multinational firms while contributing to a 
gush ol imported western consumer gonsts 
largely geared towards a small privileged 
upper income stratum. Secured on borrowed 
money under conditions of liberalised trade, 
this consumer Irenzy contributes to 
displacing domestic producers und swelling 
the external debt. 4 

The same recycling mechanism’ applies 
to most of the World Bank's project lending 
under which large amounts of money are 
tunnelled hack hi the large international 
construction and engineering firms m the 
lorm ot consulting tnd management Ices 
Under the so-called Public Investment 
Programme (PIP), the World Bank not only 
dictates the size and composition of public 
investment, it also prevents national 
governments of developing countries Irom 
mobilising their own resources |or the 
building of public infrastructure, roads and 
hospitals, etc. 
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ocooomlcrworm ware ratified Betwee n 
IMP and member govwamentxmtheMadridB 
Summit. Of significance wa* the deal struct® 

between prime minister, Vitali Muol ofi^l 
Ukraine and the IMP on the application of ■ 
an IMF 'economic package’ (in exchang( ■ 
for a meugre 360 million dollar loan). Tt* I 
reforms were launched full-swing in mid. 1 
October barely two weeks after the Madrid H 
meetings. The IMF required the Ukrainunit 
aut horitic* to abandon state controls over the 
exchange rate leading to an impressive 
collapse of the currency. The plunge ot the 
karbovanets (coupon) was exacerbated by 
the fiscal crisis in Russia and the simulta¬ 
neous tumble of (he ruble on the Moscou 
currency exchange. The October 'shock 
treatment’ wreaked havoc: the price of bread 
increased overnight by 300 per cent, 
electricity prices by 600 per com. public 
transportation by 900 per cent. Ironically, 
the IMF-sponsored programme wai 
intended to alleviate inflationary preuurei 
it consisted in imposing ‘dollarised 4 prica 
on an impoverished population with earnings 
below 10 dollars a month. Combined with 
the abrupt hikes in fuel and energy pricey 
the lifting of subsidies and the freeze on 
credit will largely contribute to destroying 
industry (both public and private) and 
undermining Ukraine's breadbasket 
economy.’ In November 1994. World Bank 
negotiators were examining the overhaul of 
Ukraine’s agriculture. With trade liber* 
lisation (which is pari of the proposed 
package), the door is upen lo the dumping 
of US grain surpluses and ’food aid’ on the 
domestic market. This would contribute to 
destabilising one of the world’s largest and 
most productive wheal economies. 

Notes 

• 

1 This pertains to an extension of lending under 
ihe systemic transformation facility used n 
support economic relonns in the fkiriilcr Smie 
block See Fimuii ml Timex, September > 
|W4. p 4 and October 2. 1994 p 2 

2 See Michel Camdessus. Recovery Musi & 
Used Wisely io Secure Sustained. High-Oulf 
Growth'./MF.Vunvv.October 17.1904. p «>* 

See atsn 'Managing Director's Closing Prr» 
Conference'. IMF Survey. October 17. IW 
p 316. 

.3 The loam are granted to developing eiwnt'K' 
in Ihe form of so-called 'Balance of Paynes 
Aid’ 

4 The IMF ’Currency Stabilisation Programme 
has m recall years also favoured the inyrctK* 
by Ihe central bunks of developing cuuntno 
(including the countries of the former Jm»k> 
block) of large amounts of dollar bonknow 
min the hands of private mdivtduaU tewlwf 
io the tnevitahle depletion ot loreif* 
exchange reserves and (be demise of tut*** 
currencies 

5 SccCVystiuf , icetand,‘Lfkiaio»aiidlMFAp a 
to liHtiaJ Deaf over Economic ReM® 
hmtm tut Timex, September J4-25.190* K» 

M Kwmnslu. Kaduna floor !Wf Reforms 
Ukraine'. Fimoumt Ttmex. October 12. t*** 


Economic and Political Weekly June 10. I# 5 ; 



PERSPECTIVES 


Communal Violence and 
Transmutation of Identities 

Barbus Mukhia 

Violence as patriarchy derives from the capitalist idenlogv of 'success'. 
Virtually any kind of political violence, besides war for the conquest of 
territory, is predicated upon one or another of such transmutations of 
identities. 


‘EVERY Woman is an Occupied Territory 
The Politics of Militarism and Sexism and 
the Iwheli-Palcstinian Conflict’ is the title 
of a recent writing of Simona Sharont. 1 She 
argues that "In a context where every man 
is a soldier, every woman becomes an 
occupied territory". If Shamm is not the 
first writer to perceive the symbolic 
transmutation of a <1ice of the canh into 
sexually vulnerable lemulc human body, she 
does add a rare passion to her argument. 
Earlier Betty Reardon had established some 
rather neat equations between war. 
militarism, sexism and patriarchy on one 
hand and peace and femininity on the other - 
Indeed in the second half of the 19th century 

■ itself. Edgar Degas’s painting. Scene de 
guerre au moycn age' < IK65). 1 imaged war 
and conquest of territory in the Middle Ages 
in the sexual metaphor. The painting portrays 
conquered, subjugated, humiliated, and 

. some dead women being targeted by 
' cavalrymen shooting arrows, the conquest 

■ and humiliation ot women is imaged tn their 
. nude bodies, even as they vainly try to cover 

their nudity in an attempt at salvaging some 

■ of their dignity. That the metaphor was a 
; social, rather than a personal construct of 
. Dcgas'x imagination is suggested by another 

of his fellow-impressionist painters’ work. 
; Puvit de Chavannes s ’La Guerre’ (1867 ). 4 
■' once again depicting war in (lie images ol 
' triumphant men and denuded and subdued 
women, though the context is not medieval 
but contemporary. 

Thia paper seeks to argue that the 
: transmutation of identities is iwsscssed ol 
considerably greater fluidity and that virtually 
» any kind of political violence, besides war 
: for the conquest of territory, is predicated 
, upon one or another ol such transmutations. 

h further suggests that violence as patriarchy 
4 derives from the capitalist ideology of 
| 'success’. 

| For sure, the ideology of success is not 
< specific to capitalism: that the pursuit of 
f success hi war over territory was no less 
| powerful a dynamic of pre-capitalist polities 
I than success in economic production is of 
| capitalist societies; bui the scale seems to 
1 , 
i‘ 


allcr the genre itself Medieval societies 
confined the ideology ol success to the 
stratum ol their rulers and warriors: 
capitalism, with its notion of ever growing 
profit through ever expanding scale of 
production and exchange, or generalised 
commodity production, vastly enlarges the 
operative /one ol this ideology which leaves 
virtually no one living in society untouched. 
It ts this generalised pursuit ol success 
through the killer spirit ol competition, 
having become 'common sense' in the 
Gramscian vision, that constitutes one of the 
important springboards ol violence, in varied 
manifestations, reflecting as well as 
rcinlorcing patriarchy. Wc shall reium to 
this point below. 

I take as my point of departure what in 
the Indian context is known as ‘communal 
violence’, i e. murderous violent unleashed 
by people belonging to one religious 
community on those til another by staging 
large-scale riots within the territorial 
jurisdiction ol the same stale system without 
being at wjr with another state 

A well tried mode ot mobilising people 
ol one's own community to indulge in 
violence ol this sort is the distribution ol 
handbills with incendiary contents hetore 
and during the runs. In one grim sequence 
ol riots in Ahmcdabad in 1969. the Hindus 
were incited to "Wipe out those who have 
dislHinoured your mothers and sisters; show 
them that the Muslims who have insulted 
Hindu religion and molested our mothers 
and sisters will not be able to slay in India." 

In a single brief sentence in the handbill, 
female body, honour, religion, historv and 
territory have all been conflated undcotlapsed 
into creating two images: the first, of female 
sexuality, perceived as vulnerable, and the 
second, of the entire Muslim community as 
the phallic ’other’. The community could be 
held culpable on anx ot these counts: but 
being pronounced guilty on all of them 
simultaneously and interchangeably plugs 
every kind ol an escape route, any space for 
sheer survival. Yet the masculinity of 
violence is doubly emphasised: the male 
image ot the Muslim perpetrator ol dt (honour 


as well as of the Hindu avenger The sexuality 
of a woman’s body is merely a medium 
through which religion, territory, honour, 
etc, arc violated or defended by men. 

Sadhavis.. 

The sexual metaphor is. however, not 
confined tn the men’s construction ot the 
image. Amongst the most rabble-rousing 
speeches on (he Indian scene over the past 
lew years, those delivered by a young lady. 
Sadhavi Riiambhafa. have been the most 
virulent. Interestingly, of the two parts of 
her name. Sadhavi is an epithet and means 
the female rcnouncer. hermit: and 
Kitambhara, her personal name, is borrowed 
from a celestial nymph who. in Hindu 
mythology, uses her exquisite physical 
beauty and charm to seduce ascetics whose 
penances are perceived as threats to the 
established order by us beneficiary gods 
Once seduced, they lose the holy effect ot 
penances, holiness and sexual ardour being 
enomerposed In her speeches, heard by 
thousands at public meetings and by many 
more through the sale of audio cassettes, the 
one dominant rhetoric is impotence’ - 
challenging the ‘manhood’ of those who 
would not attack and kill Muslims in rims - 
a challenge hat becomes doubly 
inflammatory when thrown in public by a 
young lady. though hcrsell celibate for being 
a rcnuunccr. in well-rehearsed tones of an 
ever rising pilch. There is no other rhetoric 
which invokes phallic aggression more 
powerfully than that ol a man’s impotence, 
f ndcrslandal.lv. therefore, apart from the 
initial welcome accorded to 'brothers and 
sisters’ in the audience, the test of her 
speeches make e* =emely scarce relercnce 
to the ‘si-icrs’’ 

(Tie stridency ol the Sadhavt's incitement 
to violence transmutes two identities: that 
ol (tie icnouncer of every worldly concern, 
above all ol any contact with the state, 
however remote and imperceptible, into a 
political activist seeking to bnng a certain 
right-wing Hindu communalist political 
party, t e. the Bharatiya Janata Party tRJPi 
to power through electoral means; and. that 
of the ‘tolerant Hindus’ into a militant, 
aggressive community determined to avenge 
all the constructed wrongs of history and of 
politics. This aggression is indeed the mtfror 
image of the BJP construct of the Muslim 
personality, past and present. However, tf 
these two identities are being subjected to 
transmutation, another overarching one. 
namely, patriarchy, gets reinforced. 

For, the protect ion of honour, the avenging 
of history, the defence of religion, the 
security of women against sexual violation - 
all these tali exclusively within male 
jurisdiction m which women can at hew 
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assist men, or instigate them much as the 
Sadhavi does: hut the actual tasks are to be 
carried out hy ‘brothers*.' The project of 
Hindutvu (mobilisation of Hindus) thus 
goes beyond the immediate objective of 
winning elections and lorming governments 
in the states and in the federal capital, 
important as this objective is: it seeks to 
reaffirm the structures of patriarchy in the 
face of growing contestation of patriarchal 
space in a fast moving society. The model 
here again is the ‘fundamentalist* Islamic 
one. such as the one in the Islamic Republic 
of Iran, of which the subjugation ot women 
to male authority is an extremely important 
constituent. The fact that women themselves 
become protagonists ot patriarchy hardly 
moderates its male authoritarian stance.' 

Sadhavi Ritambhara is. of course, not the 
lone renouncer. not even the lone icmalc 
renouncer, projected into political space, 
although on the whole the number of women 
of her ilk remains pitiful compared to the 
vast number of her male counterparts, the 
Sadhus. in (he fray. The mobilisation ot 
Sadhus itself conflates and transforms two 
different, even mutually conflicting 
identrtm. even though both denve from ihc 
religious source. In Hinduism as much as 
in Islam, the renouncer and the priest 
normatively occupy spaces at different ends 
of the religious spectrum: the renouncer 
derived his moral authority from the very 
act of renunciation of all material assets, 
even desires, hut above all by distancing 
himself firmly from all accoutrements of 
slate power. This also sanctified hi s exclusion 
from the jurisdiction of the state and its 
institutions. The priest on the other hand 
assoc i ated himself closely with the ruler and 
the slate with a degree of aggressiveness 
towards the deviants and the unbelievers. 

... AND S ADMIN 

In placing the Sadhus at the torefrom ot 
the movement over the past live or six 
years, which ultimately led to ihc demolition 
of the mosque at Ayodhya on the fateful 
December6.1992. on one hand the renouncer 
identity was commissioned with a view to 
defying the authority of the stale's executive, 
legislature and. above all the judiciary: on 
the other the renouncer has been turned into 
an aggressive pnest anxious to take into his 
hands the reins ot governance. When, in the 
course of the agitation over the Ram 
Janmahhoomi (the place of god Ram’s birth 
at Ayodhya any where bet ween a million and 
a couple of thousand years ago!), the Sadhus 
repeatedly declared that they would not he 
bound by the decision of the high court, 
where the matter had been sub justice , they 
were invoking the renouncer* s traditional 
exclusion from the stale’s authority: but 
when they comeued parliamentary elections 
and won several seats, they, like the poem, 
led in the paruking of the benefits of state 
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powerin good measure. The extreme finesae 
of combining resources generated hy 
parliamentary democracy and historically 
sanctioned limits to the state's jurisdiction 
would have evoked admiration, were it not 
for its unabashedly destructive objective. 

To return to the sexual motif, it is signi¬ 
ficant that the representation of the medieval 
Muslim conquest ot India and governance 
for nearly six centuries in the numerous 
court chronicles in the Persian language did 
not configure the sexual image: the Muslim 
rulers did not perceive (lie Indian territory 
as an alien woman, subjected to lustful 
conquest. The only sexual undertones of 
conquest lay in the occasional distribution 
of the vanquished women among the victors, 
often among ordinary soldiers, and. in one 
case in the dosing years of Ihc 13lh century, 
even among scavengers.’ But in such cases 
the hatile lines were drawn not over the 
question of alien territory hut obedience or 
defiance ol authority, or loyalty and 
disloyally to the ruler, and more oltcn than 
not the warring parties were both Muslim 
Indeed, the one medieval ruler who used 
matrimony with ihc daughters of indigenous 
ruling families, the Mughal emperor Akhar 
(r 1556-1605). also distanced his regime 
from theological Islam with great 
deliberation. For him. such inamages became 
a mode of reaching out io the powerful 
indigenous elements and Ihcir incorporation 
into the imperial tramc At any rate marriage 
carried a symbolic dignity, counterposcd to 
rape which stood lor forcible conquest and 
humiliation. 

For sure, the representation ol adversarial 
conflicts between the Hindus and the 
Muslims in India's medieval centuries m 
communal terms was not uncommon, even 
if it was ntH universal, nor indeed was the 
highlighting ol the Islamic profile ol the 
state, particularly in moments ol crisis. One. 
among several measures lakcn towards this 
end was the demolition ol a considerable 
number ol Hindu temples by miiiw ol the 
Muslim invaders and rulers and. in at least 
two cases at Mathura and Varanasi, the 
building ol' mosques m lieu ot them by the 
Mughal emperor Aurang/ch (r 1658-1707). 
The idiom ot the state’s functioning and the 
jargon used for establishing its Icgilimacy 
also reflected considerable, though not 
universal or exclusive nr even predominant 
presence of Islam. Yet. the assertion of 
conquest did no< invoke Ihesexual imagery. 
The sexual imagery of the conquest of alien 
territory is essentially a post-medieval 
construct in the Indian context. 

However. Ihc us' and 'them* division 
did exist in medieval limes much as it docs 
now. The division docs not run along the 
community lines alone: it gets extended 
into one's own community a* well, and in 
the process transforms the normative 
relationship at several levels. In one hand- 


bin of 197V id Jamshedpur, where the 
Superintendent of Police.* Hindu, who was 
exhorting his junior colleagues and 
constables to vigorously check ihe rioters, 
was reviled for being anti-Hindu, while its 
authors sought to appropriate the sympathy 
and support of lower-ranking officers and 
constables hy projecting them as being true 
to their faith. Several dichotomies were being 
created here: in place of the normative 
doctrine of discipline and obedience as the 
binding thread ot the police torce. the lowci 
ranks were being incited against their chief: 
(he tensions arising from the official 
supemrdinaie-subordinate status were alsu 
being mobilised and ilic handbill writers 
emerged as the champions of the 'down¬ 
trodden' m-o-vis the 'elite', the higher 
authorities within ihc hierarchy: in place ui 
(he identity ol policemen as enforcers ot 
law-and-ordcr in general, their identity as 
Hindus was being highlighted and being 
pilled against the Muslim citizens even as 
they remained m ihc ranks of the police 
lorcc. In ihc process Ihc identity ot the 
Hindus was being imparled a unitary image - 
the aggressive, phallic' image. 

The most graphic articulation of this 
transmuted phallic image comes alive in the 
public murder ol usually poor men of Ihc 
other community in Ihc piescnce of their 
wives, followed hy rape ot ihe wives, often 
by a gang, a frequent occurrence in nnis 
A variation on the same theme is the raping 
of ihe women in their husbands' presence 
followed by the murder ol ihc menfolk ’ 
Rape tiscll is transformed here from an uglv 
manifestation ol lust and sadism, hut one 
ihat is kept under (he wraps by its perpetrator, 
into a political statement, a weapon ot war 
against fellow citizens, an instrument ot 
conquest.'' It also gels translormcd from an 
individual's dark act done under the night s 
cover or behind the blinds into one which 
in its public manifestation implicates the 
spectators as accomplices and t hcretorc seek s 
to establish group solidarity ot victors even 
as it turns at demolishing the solidarity ol 
the vanquished through sheer demoralisation 
and public demonstration of ihcir 
helplessness m protecting their honour, 
rnvesicd in ihc woman's body. Rape thus 
hcci Kites an occosit m lor collective and puhl n 
celebration rather than individual and private 
shame. The rapist emerges os a hero Indeed, 
the metaphorical link forged between (be 
rapes and the demolition of the mosque at 
Ayodhya at Ihc instigation of Hindu religious 
leaders, ihc Sadhus. lends the rapist a halo 
of religious piety! 

Rape, murder and riots are ihe culmination 
of a whole huikl up of aggression which 
marks the entire pcoccsx of preparation before 
a riot actually untold*. It during the 1 95 (K 
communal violence erupted in the form ol 
stray cases of stabbing of same wdtvtAiab 
by others, from the 1970a onward* a high 
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degree of organisational skill has gone into 
galvanising active or implicit collective 
involvement in tints- Inevitably. Coring the 
1990s hi-tech tlcvices like video und audio 
cassettes and car stereos are pressed into 
service in which the sounds of riot victims, 
(re simulated and played in fast moving • 
vehicles in locales of intended communal 
rioting. What is left behind is fantasy 
simulating reality with the object of laying 
out the path for reality following in the 
footsteps of fantasy. There is a well 
considered double entendre embedded m 
the fantasy Itself, further enhanced hy the 
speed of its delivery, making the exercise 
fleeting, elusive and therefore all the more 
powerful, in tunc with the latest techniques 
of commercial advertising ihc sounds seek 
to convey Che image ot a group ol Hindu 
men. women and children being hnitally 
attacked, thus almost 'inviting' aggression 
from the 'other’: this would in turn bestow 
legitimacy upon reprisals ot the same genre 
on the Muslims with the simulated bruialiis 
being rendered real. Video cassettes, on the 
other hand, foeusing on vast numbers ol 
people listening and responding lapturously 
to extremely emotive speeches ol .in 
ensemble of political and religious leaders, 
arc however shown at leisure The endeavour 
here is on one hand to erase the dividing line 
between religion and politics, and on the 
other to impart a sense ol marginalisation 
to those hesitating to join hands with ihc 
multitudes. Marginalisation extends to a leel 
of both pailicipaiion in political decision 
making as well as in religions pieis. one 
quietly merging into the other Colleens u> 
ensures security against prosecution ai the 
hands ol the state b> mh uhsing and 
legitimising what would otherwise be 
constfuedasenmecommitted by individuals, 
it also gives one the com tenon ol Ixting part 
ol popular (therefore democratic» pressure’ 
bending the will ol the slate Indeed, so 
planned arc the nots now w uh ibe intention 
ol ensuring mass participaiion ihai nimours 
arc heard widely days, at times even weeks 
before their occurrence and bi/arre cases of 
betting on the exact date ol iheu eruption 
have recently been recorded 

Piajtn m. M< mil ls vni's 

One of the aims of the recent sjhhi in the 
eommunaltsation ol the Indian political 
process, whether through the movement 
centred on Ayodhyu or through the staging 
of communal nots. seems to be to institute 
frenzy as a potent instrument ot political 
mobilisation. It is not as 1 1 Iren/y as a 
constituent ol political lunctioumg was 
unknown earlier Indeed, the procession ol 
event* leading to the Country 's partition in 
August 1947 witnessed a climactic display 
of frenzy‘on both odes But over the nexi 
couple of decodes, contestation occur res I in 
the sphere of the economy and polity, between 
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What were construed as the left-wing and the 
nghtAvmg ideologies and platforms. Since 
the partition, the first commissioning of 
Ircti/.y again as a mobiliser occurred in late 
19f>2, alter the India-Chinu armed clash in 
which India was hadly mauled. 'Ihe target 
ot this Iren/y was the entire spectrum of left 
fMilitics. Even so. thefrenzy remained verbal: 
little or no blood was shed jl ns altai 

It is from ihc late 19h()s ih.it religious 
Iren/.y has been organised on an unprece¬ 
dented scale as a strategic intervention in 
shaping the Indian parliamentary politics 
in pjntcular and Indian soeietv in general 
This, partly bemuse the economic options 
had begun to shrink Iasi with the decline 
and collapse ol socialist regimes and the 
triumph ol what in India is known as 
liberalisation and globalisation, i e. 
compciitivc economy, whuhheganio draw- 
all shades ot political opinions around a 
consensus. Economy and pohiK s thus began 
to lorn increasingly autonomous ol each 
other Political contestation hcncclorth must 
raise oilier than economic issues More 
importantly perhaps, religions Iren/.v would 
obfuscate issues ni iniional choice' in a 
society sharply divided between ihc 
momenumiof 'modernisation and ihc inertia 
ot 'backwaidnes'' Tlie issue'of patriarchy 
vs gender equality, ol casic hierarchy vs 
equal oppoilunily. ol a sceti!.-i stole and 
society v s dciioniinatum.il ones would all he 
eased out hv thenvciaiching preoccupation 
with religious Iren/y. It essemutllv involves 
the displacement ol some solidarities with 
some othc'is. but with an agenda all its own. 

Communal handbills di> not merely have 
local incidents or local structures as their 
releienis. At tunes these are woven into a 
grand, evil design worked oui ihiough 
mtei national conspiracy threatening the very 
existence o| macro idcmines ihcnjiionand 
me country besides ihe Hindu community 
and tis religion In 19K2. billowing some 
riois in the prosperous western state ot 
M.lliai ashtra. i >ik- handbill dark Iv announccd. 
'There is a well planned conspiracy heh.lid 
the riots cnniiniiously occurring in the 
country front Morocco to Malaysia. India 
:s the only country where Muslims are still 
a minority. Thcretoie constant cl torts are 
hetng nude to im reave the Muslim 
population hy not aecepling the lamily 
planning programmes ol tire government, hy 
producing more children, by keeping more 
than one wile and by converting Hindus to 
Islam. They are dreaming ol installing i 
Muslim government in this country by taking 
advantage ot the democratic system in India .. 
They are in league with the Arabcountrtes 
The loyally ot every Indian Muslim to the 
country and t he nation thus becomes suspect. 
lor every Muslim is implicated in the grand 
conspiracy to subvert India s existing 
identity. Even the democratic polity of India 
gets implicated in the conspiracy. And the 


war scenario would justify any measures, all 
lakcn in self-defence, including the 
abandonment of democratic institutions 

However, it is not as it the project of 
Hinduism (or Hindutva'. Hindu-ness. as its 
protagonists prefer to call n. hut effectively 
meaning mobilisation ol ihe Hindu 
collectivity tor ail social and political 
purposes i. is devoid of any internal d vnamic. 
or for that matter, tension. All observers ol 
the meteoric rise of the parliamentary tront 
ot ibis project, the Bharatiya Janata Party, 
have noted the spread of its support amongst 
the lower caste Hindus The impression was 
reinforced by ihe participation ol (persons ol 
these castes in.the Ayodhya movement on 
a considerable scale This surjxrised all. tor 
stereotypical!), the BJP and its sister 
organisations have all been known lonheir 
upper caste Hindu ideology and the 
consequent, rather narrow, support base 
among them. One reason perhaps ol us 
relative success with ihe lower castes is 
precisely the emjihasis on their Hmdu-ness. 
transcending their caste status. This allows 
them space lor upwjrd status mohility. 
towards symbolic equality with the upper 
castes The symbol acquires even greater 
force when a demon figure, ihe Muslims, 
is consiructcd as a threat to all Hindus: the 
external threai hccomcs a strong cementing 
bond tilling up the internal cleavages. Perhaps 
as a crtict.il strategic intervention, the lower 
caste Hindus were mobilised on a larger 
scale than the others lor waging communal 
nots ol December IW2 and Ja-uary 1993. 
The confidence placed in them had 
tianslormed ihcm Irom lower castes to 
lulilcdged Hindus' 

I fs e > - t.ssh i P*om.ct 

Bui then .no very process ol absorption 
n! ihe lo.s ••'v.reies and rare mg ol their status, 
howevet \\inK ,c. within the told ol what 
have cr iwn up as organisations with an 
orthodox brahounical outlook, threatens 
their coherence-. Ificre have been extensive 
comments and analyses in the Indian 
newspapers and journals about the cracking 
ot the disc iplined exterior, the resistance to 
the induction of more than jHircty symbolic 
number of persons of lower castes m 1 .-.* 'hese 
organisations, and not least, resignations, 
defections, etc. etc. Clearly capturing of 
political power throuch the intervention of 
religious trenzy had proved easier for the 
BJP than exercising u and sharing M among 
its own constituents. The subsequent kxsx of 
power through elections in the most populous 
states of India, also the heartland ol Ms 
support bases, surprised no one. perhaps not 
even itself. Us project of transmiting the 
entire Hindu community into a single, 
homogeneous solidarity had backfired 

Resistance to the constTuctton id such a 
solidarity also grew within the religious 
discourse and in ihe response ol the Mudtm 




Pconotnie and Political Weekly June- 10. I‘W5 




community. Even as incidents of rioting 
were fast replicated during the Dccefnbcr 
1992-January 1993 weeks in various parts 
of the country, news tillered through that 
at the level of localities indifferent regions 
the Hindus and the Muslims wore jointly 
undertaking to rebuild the temples and the 
mosques destroyed in the riots in their 
neighbourhood, and (hat they jointly 
pledged to secure their localities against 
communal violence in the future. The 
immense power ol these initiatives was 
based on their grounding in the category 
of religion itself, but in opposition to the 
mobilisation of religion lor creating and 
inflating social and political Itssuicv It 
was a challenge Irom within the BJP' % own 
terrain. 

The Muslim community on the other hand 
responded to the demolition ol the mosque 
and the riots by severely questioning its 
orthodox leadership and by refusing to take 
to violence itself in response to the nots. The 
perspective of the questioning was grounded 
in the realisation that (Ik- community's 
security lay not in an isolationist, sulky 
existence hut in going oui and joining 
hands with the secular Hindus, the vast 
majority of the Hindu community, and 
form a shared progressive identity. Many 
meetings of the Muslim intelligentsia, some 
within weeks of the riots, have been held 
in several parts of the country and invariably 
the old guard leadership has been put on 
the defensive. The Muslims also voted in 
masse in the elections to five slate 
legislatures in November 1993 in which 
three BJP governments were unseated and 
a fourth managed a bare survival. This was 
a clear testimony to the reassert ton ol 
Muslim faith in the democratic institutions 
of the country and the possibi lity of bringing 
about change through peaceful democratic 
means in alliance with similarly inclined 
Hindus. The rcassertion gave no joy cither 
to the orthodox Muslim leadership or to 
the BJP. 

For. the significance of this development 
is not limited to the Muslim community 
alone; it makes adent in the Hindui va politics 
too. whose survival is critically dependent 
on (he construction of the demon image ot 
a uniformly fanatic, backward-looking, 
aggressive Muslim whose raison J etrr is 
decimation of the Hindus. 

The war scenario may or may not result 
in a war situation. The incitement to 
communal violence may or may not lead 
to communal rioting But what the 
enactment of the war scenario docs is to 
simulate the situation of violence by 
transmuting existential identities into 
potential one at sites more lavuurably 
located tor the instigator ul the 
transmutation, be it the state, a political 
party or a group with its ga/c lixed at the 
locales of power. 


The phaUkaggrcssion is purttcwlariy acute 
in technokjfkally and economically the most 
advanced regions of India; the last spun of 
communal violence in December 1992- 
Jonuary 1993 was at its most Icmcious in 
India’s most highly developed regions of 
Maharashtra and Gujarat and in cities like 
Bombay. Surat and Vadodara, locales of 
major modern industries like textiles, 
automobiles, petrochemicals and diamond 
culling. These arc also the industries which, 
with women as a minuscule pan of the 
entrepreneurial and managerial workforce, 
sustain the image of the aggressive male us 
the motor ol technological and economic 
development, usthcehicl agency ol economic 
production, and therefore ol 'success' in 
capitalist society. ’Success' is measured on 
ihe scale of penetration, conquest ami 
subordination of nature's resources, 
paralleling the male sexual iunlasy about 
women. 

Violence is thus structured within ihc 
modern capitalist ethos ol success, 
irrespective ol a situation ol war. it erupts 
in myriad wavs, of which the shedding ol 
blood is jest line, it the most overt 
mqitilest.itton There are mans mlieis 
besides. 

Notts 
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REVIEWS 


East Asian Models of Development 

Nirupam Bajpai 

The En«t Aaian Miracle: Economic Growth and Public Policy, A World Bank 

Policy Research Report; Onlord University Press, New York. I993;ppxvii + 389. 


THE Eaid Asian Miracle (EAMi report is 
the product ul a World Bank study of eight 
High Performing Asian Economies (HPAEs i. 
These economics arc. Japan; the lour 
tigers’ - Hong Kong, the Republic ol Korea. 
Singapore. andTniwun: and ihe three Newly 
Industrialising EconomiestNIE\) of Souih- 
cast Asia - Indonesia. Malaysia, and Thailand 
Statistics bear testimony to die fact lhai Iroin 
1965 to 1990 the 23 economies ol East Asia 
grew faster than all other regions ol the 
world. Of course, the credu lor most ol this 
goes to the eight HPAEs. which is what the 
EAM is all about. The IIPAbs averaged 5 S 
per cent annual per capita real income eiowth 
during I960 io 1990. 

The eighl economies studied m the HAM 
are a highly diverse group ol economies 
They dilfer from one another on several 
counts, notably population, natural resource 
endowments, culture, and economic |miIk > 
Be that as ii may. they luvcccrtaiiKoinnion 
charactensiics too. First, and perhaps the 
most sinking leature has been their unique 
combination ol rapid sustained giowih with 
highly ev 4 u. 1 l income distribution Flits is 
particularly true tot Japan. Itong Kong. 
Korea. Singapore am 1 laiwan Second. 
HPAEs have attained unusually rapid export 
growth. Third, Ihcv have all respected the 
fundamentals ol hseal pitidence and 
avoidanec ol overvalued exchange tales, 
and Imally HPAF.s have always lam great 
stress on wimaiv ami secondary education 

These common eltarm (ensues, however, 
do not mean that theie is a single east Asian 
model ol development The HPAF.s used 
very different combinations ol policies, 
extending Irom Hong Kong's nearly 
complete lm.\sr: latn- u> the highly 
interventionist policy regimes ol Japan. 
Korea and Taiwan, EAM. however, over¬ 
simplifies ihc lessons nl HPAEs - expenencc 
in importoni res|*ectx hv attempting t< > depict 
what arc pcrhapstwoorthrcedtstiiKi models 
of development as one east Asian model ol 
development Nonetheless, what iscertainly 
common to all the models tl one were to 
exclude Hong Kong. is that the state and the 
market worked in tandem. In I act. the 
coexistence «l activist puhltc policies and 
rapid growth in HPAEs, particularly in Japan. 
Korea. Singapore, and Taiwan, hits tatsed 
complex and debatable issues concerning 
the retattorahip between the government, 
the private sector, and the market 


EAM rccogmscsthal tn most ol the HPAEs, 
in one lorm or another, the government 
intervened systematically and through 
multiple channels. However, it suggests that 
tl is very dtllicult to establish statistical links 
between growth and a specific intervention 
and even more difficult to establish 
causality. Distinguishing interventions that 
contributed to growth Irom those that were 
harmful to growth requires one to grapple 
with methodological problems. Nevertheless, 
since HPAEs have had wide-ranging policy 
interventions along with rapid and sustained 
growth, one cannot hut appreciate Ihc fact 
that government interventions resulted in 
higher and morccqujl growth than otherwise 
would have occurred. Ot course, as Amsden 
1 19X9) suggests, interventions look place in 
an unusually disciplined and performance- 
based manner. This is perhaps one of the 
reasons why other economics attempting 
similar miervenlitnis tailed. EAM illustrates 
ihe point hy giving examples from Korea. 
Malaysia and Japan showing that when 
selective inierven'ioits mreatened macro¬ 
economic stability HPAE governments 
have consistently come down on the side 
ol prudent macro-economic management. 
With regard 10 subsidies, lor example. 
Indonesia's and Thailand's balanced budget 
law s and legislative procedures constrained 
the scope lor additional subsidies. 

F.AM suggests that east Asia's success 
was based oil getting the basics right. This 
meant sound macro-economic management 
and pursuance ol a set ol common, markel- 
tncndls economic policies, leading to both 
higher accumulation and belter allocation ol 
resources. Hriclly put, EAM argues that 
most of HPAF.s' growth has been due 10 
superior accumulation ol physical and 
human capital by these economies. Further. 
F.AM also demonstrates how HPAEs have 
been helici able than most at allocating 
physical and human resources to highly 
productive investments and at acquiring and 
mastering technology. 

By macro-economic stability EAM means 
inflation under control, internal and external 
debt manageable, and the resolution of 
macro-economic crises quickly, usually 
within a year or two. Even UxHigh HPAE 
budget deficits, on average, were as large 
as those found elsewhere m ihc developing 
countries, these were invariably financed in 
ways that avoided excessive increases tn the 


supply of money and the consequent rise in 
inflation. It was indeed remarkable on the 
part of HPAEs to have kept inflation under 
check for a period as long as three decades. 
During 1961-91.the average rale of inflation 
in HPAEs was 7.5 per cent, whereas in all 
low- and middle-income countries the 
average rate was 61.8 per cent. This, of 
course, was largely due to the 162.8 per cent 
average annual rale of Latin America and 
the Caribbean. With regard 10 external debt, 
some of the HPAEs borrowed heavily abroad, 
notably Korea and Indonesia, but have had 
no debt-servicing problems. 

EAM emphatically suggests that macro 
stability in HPAEs was in large part 
responsible for rapid and sustained growth 
in these economies. Experiences of other 
developing countries, however, does not 
suggest the same. India, for example, at 
various times, had low inflation rates and 
low growth. Similarly. Brazil is a case of 
high inflation associated with high growth 
and so is Turkey, where growth rale from 
19X1 to 1990 averaged 5.4 per cent, while 
inflation averaged 46 per cent. Further, 
even within ihe group ofceonomies studied, 
and acknowledged hy EAM. Korea's long¬ 
term growth rate was higher than that of 
Thailand even though the former had a 
higher average inflation rale. EAM is 
perhaps correct in concluding on this issue 
that a stable macro environment tn the 
HPAEs created the necessary conditions 
Irom where policies intended lo affect the 
real economy - the supply side - could be 
launched. Since HPAEs followed prudent 
fiscal (Xilicics and were cautious with their 
foreign borrow ines. ihcy were able to avoid 
serious dchi crises, which, in turn, helped 
ihcm to maintain high investment levels 
over a long period of time. Besides, in four 
ol ihc HPAEs. that is. Singapore Indonesia. 
Malaysia, and Thailand, macro stability 
helped them attract substantial foreign direct 
investment flows (Bajpai 1992]. 

Apart from macro stability, the other 
important aspect, according 10 EAM, 
responsible for high and sustained growth 
in HPAEs was the adoption of a development 
strategy which was market- friendly. As per 
this strategy, the government's role, hy and 
large, was confined to ensuring adequate 
investments in people, providing a 
competitive climate lor entetprins. an open 
system of intcmaitona! trade, and a stable 
macro-economic environment. The success 
of HPAEs is to a large extent attributable 
to the fact that the HPAE governments were 
successful in discharging (heir respon¬ 
sibilities. HPAEs have very htgh levels of 
human capiial. they are well integrated into 
Ihe world economy, they have very high 
levels ot competition among firms, and 
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finally they arc macro-economically stable. 
Put simply. HPAE governments have done 
less in those areas where markets work, that 
is. (he production sector, and have done 
more in those areas where markets cannot 
be relied upon, tor instance investment in 
people. 

Another significant feature of the HPAE 
governments was the pragmatic flexibility 
with which they tried policy instruments in 
pursuit of economic objectives. EAM 
illustrates by giving examples that 
instruments that worked were retained, 
whereas (hose which tailed or impeded other 
policy objectives were ahanJoncd. This 
pragmatic approach seems to he an important 
reason why policy interventions actually 
contributed to growihand morcsoin attaining 
equity objectives in these economics. Also, 
the governments of these countries have 
been successful in developing a harmonious 
relationship between state and the private 
sector. Japan. Singapore and Korea arc eases 
in point. EAM discusses in detail the 
government-business relationship in each of 
these economics. In Japan, for instance, the 
government and private industry have been 
engaged in serious policy deliberations 
through deliberation councils. The point is 
well made by EAM in discussing how ihc 
Japanese Ministry of Trade and Industry 
(M1TI) formulates policies in conjunction 
with the business community 
An important element of the growth 
strategy in HPAEs was their emphasis on 
exports. Although most HPAEs began 
industrialisation with a protectionist 
orientation, they have, over lime, moved 
toward increasing free trade. Hong Kong 
and Singapore arcexccptums. which adopted 
essentially tree trade early in then 
development. By choice these economics 
moved towards an export-led growth 
strategy. The majority of them being small 
in size, the choice was perhaps natural Since 
theirdomcstic markets were small, they began 
their search for markets outside. While Japan 
and the four tigers were able to penetrate 
markets outside with their manufactured 
exports, the NIEs took some time to shift 
from their resource-based exports to 
manufactured exports. Malaysia and 
Thailand were particularly successful in this 
transition. 

EAM studies in-depth as u>how the HPAEs 
created an export push. Apart from a very 
conducive macro climate, (hey provided 
suitable micro-economic incentives to ihcir 
exporters in order to compete in the 
international market. Tolostcrdevelopment, 
and in some cases the development of specific 
export industries, the HPAE governments' 
policy interventions took many lorms. These 
were: targeting and subsidising export credit 
to selected industries, establishing and 
financially supporting government hanks to 
help exporters, establishing firm- and 


industry-specific export targets, and 
developing export marketing institutions. 

HPAEs have had high savings and 
investment rates. Broadly, this was dtmc 
with a combination of fundamental and 
interventionist policies. Government policies 
encouraged, and at times even compelled 
increased savings through a variety of means. 
The HPAEs. in contrast to most developing 
economics, have consistently maintained 
high rates of public and private savings. 
EAM dcscnbcscachofthe HPAEs' policies 
to promote savings in these economics. 
The policy interventions of the HPAE 
governments in this area seem to have been 
.very successful. EAM has rightly given credit 
to such (Hiiicies bv acknowledging that 
governments in Japan. Korea. Taiwan, 
Malaysia and Singapore operated their 
financial institutions efficiently and tapped 
non-traditionai sources ot linancinl savings 
(postal savings systems) at relatively low 
administrative costs. High investment rates 
were achieved by the HPAEs through several 
means. Some of these were: creation of 
infrastructure that was complementary to 
private investment.creation olamnvcstmcm- 
fncndly environment through a combination 


of lax policies favouring investment is 
policies that kept fhc relative prices of« 
goods low, largely by avoiding high ft 
on imported capital goods. The outcom 
that private investment in ifie HF 
averaged about 7 percentage points of: 

In conclusion, one can suy that EA 
a well researched study wherein the V 
Rank team has attempted Hi grapple 
some of the most intriguing, complex 
controversial issues relating to the gr 
experiences of eight East Asian ccomn 
It represents a welcome contnbunon t 
ongoing debate on the role of public p 
in the process of economic developmen 
all those who are interested in develop 
economics, whether students, tcache 
policy-makers, it should be essential reai 
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Assessing Dalit Movement 

Suhas Pahhikar 

At Cnurwdi: Dalit Movement Today edited by Sandecp Pcndse. Vikas 
Adhyayan Kendra. Bombay. 1994: pp xiii + 132 , R s KM). 


THE caste issue occupies a ceninil position 
m any discussion ol social iranstormainm 
in the Indian context. To a large exieni the 
credit tor focusing altciuum on casic goes 
lt> the daiii movcnicm. The dalu nun email 
hammered the point that cmancipuimn o| 
the ex-untouchahlex is not an isolated 
task. Similarly, social transformation 
cannot ignore (lie \anous layers ol caste 
discrimination 

A century-long anli-cjsic inovcinem ami 
the 20th century dalitniovemciumpariicul.il 
forced academia m take note ol caste snuggles 
in their analyses ol social inovemenis It is 
thus that study ol the dalu muveineni and 
Amhcdkar ideology have become common¬ 
place in university departments n| mu nilogy 
and political science, flow-ex er. serious 
debates un (he nature and role ol the dalu 
movement as also caste struggles m general 
frequently take place outside ol die lorrnal 
university structures. The present work umiei 
review falls in this category. Ii is a collection 
of presentanons/papers discussed ai a 
seminar organised hv die Vikas Adhyayan 
Kendra, a Bombay-based voluntary orga¬ 
nisation This slim volume contains pjpers 
by concerned social scientists and activists 
who have tried to capture the complexities 
of the dalu situation today and their impli¬ 
cations for the movement 

The title At Crossroads Halit Movement 
Today? is apt probably in more dun one 
senses. As the editor mentions in his intro- 
ducuiry essay. ".It is possible- to argue 
with equal passion and perhaps also 
justification that significant advances have 
been made ...and that. . the condition ol the 
daiits remains ihe same as 11 always was' 
<p vji). Thus, lor a pariicipjni wuhin ’he 
nKivemcnt. the journos so l.u has broughi 
him to ihe crossroads. In terms ol issues 
to be taken up. the constituency to be cullt- 
vated. in terms of the ideological emphases, 
and goals helorc Ihe movement, the dalu 
movement finds itself ai the crossroads 
And the choices to he made are extremely 
difficult. Here is a movemeni which has a 
leadership that has always told the followers 
that issues are simple, choices clear Unis, 
lor instance, a section <d dalu leadership 
leads us to believe that Amhcdkar has said 
the last word and not even an interpretation 
of Amhcdkar is required Or lake, lor 
instance, the toothy cultivated beliei that 
Amhcdkar treated Marxism as Enemy No I. 
Thisrecemly prompted a pure Amhedkante 
to discard some of the commentators on 
Amhcdkar summarily on grounds ol their 
alleged Marxist inclinations. Surely, a 
movement that has produced such lieiee 
emotional evocations will have to take a 


hard look at itself'before it can make further 
contribution to the issues ot social 
tianslormatii in. 

(ihanshyamShah'sessay ’Politics of Halil 
Movement: Emin Hired Action to Pressure 
Giotipsuccinctly outlines many issues on 
which a critical approach should he adopted 
'I o begin with, lie make’s a potnicd reference 
iti ihe hollowness i)mi has l.nclv creju into 
1 he dal it movement Against 1 he hac kgnmnd 
ot snuggles organised and pushed by 
A 1 nhedk. 11 . iie suggests ihot the dalu 
movement has gradually Killed in collective 
mobilisation Protests are restricted lo 
"penodual |Hihlic statement or legislative 
outbursts or media publicity and signatuie 
campaigiis. etc" tp 17). As a coiiniei|<oinl 
to (his assessment hy Glt.inshyani Shalt two 
conirihutois suggest the v ivacity and strength 
ot live dalu movement. Kunch.i lllaiah (‘Ttie 
Chundur Catuage. The Struggle ol Dalits’) 
narrates the sirtiggle 11991 > ot the daiits ol 
Chundur village in Andhrj Pradesh. ’Hie 
lael that dalils ol this sillaec I ought hack 
Ihe designs ol ihe upjtcr L.isies is seen hy 
lllaiah as a pointet lo the existence of a 
militant dalu movement in the state. He wen 
goes on to suggest that ihe Chundur daiits 
had the skill and foresight required lor 
warding oil ihe Congiess jnd TIM* Irom 
taking poliliv.il advaniage ol Ihe siiualion 
ip 102» Howevei. tins leinams an isol.Ued 
and localised siruggk which wtas neither a 
pari ol a statewide movemem nor a c.nalysi 
in shaping the movement later In this sense 
(ihanshy am Shah is light in his criticism that 
sustained, organisational activity has 
declined I) A Mane i'Halit Movement in 
h.u n.iiak.r i has discussed Ihe Halit Sjnhnrsh 
S.iinm iDSSl ot Karn.it.isa Mane is very 
sketchyinhisiicaimcntofthcDSS Adotailetl 
siudy ol the ideology and activity ot DSS 
vould have emiehed the present work. Irom 
the hnel disc ussion of DSS. it emerges that 
DSS did take up many issues hut it lacked 
the oiganis.itioii.il skill required lor 
continuing the smuggles The ease ol DSS 
Itirther illustrates another issue highlighted 
hy Ghaiishvain Shah. 

What should he the relationship of the 
dalu movemem with electoral polities'.’ As 
an acim in the political sphere, die daiii 
movemem annu ls the attention ol political 
parlies Besides, through tls own activities, 
ihe movement builds a political constituency 
and power hu.se. Also, tltcrc is always the 
lure of Ambcdkur's triessageexhorttng daiits 
to become a ruling caste. However, there is 
a tension between being in the forefront ol 
anii-cstablishmcm struggles and being a 
participant tn electoral polities. As Mane 
points out. DSS started by dubbing all parties 


as anii-datil hut extended support to Janata 
Party. Internal dissension within DSS also 
centred on the issue ot participation in 
electoral polities Ipp II2-B) Shanuram 
Pandcre ('Patterns ol Dalit Militancy') too 
criticises the Republican movement for 
“joining hands with the Congress" tp 72) 
and brings out the dilemma of joining 
electoral politics. He says thjt "... in the 
scramble for |lower aggressive militancy of 
the Panthers wax lost...'' tp77). Yetthcdalit 
movement cannot simply ignore electoral 
polities. While struggle lor social change 
has tu shape along agitational lines, electoral 
politics can create a favourable background 
lor agitations. Therefore, many 'non-party' 
formations ol the lale I'Jfitkandcarly I97(h 
have rcci insidered their position in the recent 
past. The daltl movement loo has to come 
toierntswiihtliisrealiiy. But electoral politics 
poses a clanger: as Ghanshyam Shah nenes. 
parliamentary polities opens new avenues 
lor political power A section ol dalit 
leadership occupies political offices through 
which soiir’ action against discrimination 
can he taken. But the electoral game tends 
to divide the dalit elites (pp IK-19). The 
splintering ol the Republican Party is a good 
example ol this. Moreover, electoral politics j 
also nR'.ins division ot dalu masses along ' 
party lines. Such divisions anMing elites and 
masses cut at the root »f a unified dalit I 
movement. Perhaps a strong mohilissi tonal | 
base and ideological grounding alone wiH ? 
stive dalit mity. In other words, the dalit > 
movement will have to strengthen its i 
agitational character in order to sustain the l 
mans onslaughts ol clccioral polities, j 
Sh.mt.il am Panderc 's essay in I act constantly | 

hints at this two-pronged strategy which can | 
ensure some adv.inccs lor the dalit masses. | 
In the absence ol the agitational aspect. ; 
howcv er electoral politics can spell disaster | 

tor ualii movement. | 

The ah\e"ec ol . strong agitational * 
dir ’nsnm seems to have produced yet j 
another trend that worries sympathisers ot , 
the dalu movement. This trend is two-fold: 
a 'Htnditisi misappmpnation of Amhcdkar 
and .iiiemptstocommutuhsc the dalit masses. \ 

Pcndse nukes mention of this factor in Ms 
editortal Introduction tp vu and p xi). Guru 
also disc usses‘Hinduisattcm’of daiii mases 
t 'Dalit Movement in Mainstream Sociology', 
p 24). The present volume also includes 
Nalint Pandit' s presentation made before the 
Citizen's Tribunal on Ayndhya established 
in the atemrath of the incidents foUowwf 
the demolition ol the Bahn masjid t’Datacr 
and Hindu Communatism'l. Halim Pandit ■ 
takes note ot recent attempts by the Sangfc 
panvar to claim that teachings of Savarfcar 
and Amhcdkar are simitar. She goes on to 
concede the limtUMtonx of Amhcdkar s 
assessment of Islam and Indian Muslims. At 
the same time. Nalint Pandit has shown that 
Amhcdkar was strongly agamst any notion 
ot 'Hindu Rq' and as such his ideas cannot 
he similar to those «*f Savarkar (pp 63-44). 

In tact, the Sangh parivar through 
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'Samarasata Manch’ has const sternly 
attempted to portray Ambedkar us pro-Hindu 
and anti-Muslim. Thus, while eulogising 
Ambedkar with an eye to dalit support, the 
Sangh parivar has totally distorted 
-Ambedkar’s wntings. Books, pamphlets and 
magazines have been published comparing 
Amhedkm with Savarfcar. Hcdgcwur. etc. 
This ‘Hinduisation' of Ambedkar has made 
Ambedkar palatable in the upper caste RSS 
following.' On the other hand, through 
jlonticaiion of Ambedkar, BJP has gamed 
some acceptability among the dalit masses. 
As Pundit has noted, in some areas of 
Bombay, daltts participated in the anti- 
Muslim riots. She has also mentioned BJP’s 
and Shiv Sena's efforts lodistance the matang 
and chambhar communities from the dalit 
movement. For instance, one inatang Icadci 
actively organised a 'Hindu Dalit' conleieme 
ip 65). 

While it is true that Sangh intellectual' 
have tried to appropriate Ambedkar two 
point * need mention Firstly, among 
Ambedkartic intellectuals there is an 
unpreparedness to critically appreciate 
Ambedkar. As we noted above, 'pure 
Ambcdkarism’ means that every wool utteied 
by Ambedkar must he true and correct Tins 
'pure Amhedkansm gives way to Hmdmsi 
appropriation ot Ambedkar. Secondly., span 
from this inrellectual bankruptcy oi‘ 
Ambedkantes. the dalit movement >iselt in 
to Marne for allowing the masses U> ilr.lt 
towards the Sangn parivat Alter ttu 
disintegralionof the Dalit Pantr.eis. the dam 
movement in Maharashtra has become a 
thing of the past. Without goats. without 
organisation, without idcofogic.i: mobi- 
Hsation. the dalit movement tninsioriiiisi 
itself imo shnll celebrations ol Ambedkar 
Jayanu and localised, voiuntanst cnqmims 
of protests bv helpless dalits In the absence 
of a strong movement to bind the masses, 
other political forces were hound to capture 
the dalits either as electoral vote hanks m 
as "cannon fodder in the pursuit of c< iminunal 
politics”, as Sandccp Pcndsc has rightly 
observed tp x»». The Hindoisaium ol 
Amhedkarandcommurulisattonol sections 
of dalits graphically bring to the lore the 
dilemmas facing the dalit movement 
Theorises facing the dalit movement leads 
usfn the question of ideological perspectives. 
In the earfy phase of the dalit movement, 
much sociological understanding of the 
movement was confined to what Copal Gum 
calls the 'liberal view'. The dalit movement 
was seen as a protest movement usually 
ignoring the radical potential of tbc 
movement. Guru has shown that the 
soctofoftcal fraternity has generally linked 
up the dalit movement with relative 
deprivation theory. Evidently. Gum is uneasy 
abimt the rcltfive deprivation iramcwork. 
Firstly, this framework leads m the neglect 
of potential for transtoratttKui available 
among the dalit masses. Secondly, Guru 
argues Hut in the case of the rural dalits. 
there is m> question of relative deprivation 


since they aic totally alienated. This situation 
makes the relative deprivation iramcwork 
inapplicable tpp 24-25), Guru has further 
faulted (his framework because it docs not 
require a scholar to tukc note of the role of 
the state. However, as he himself mentions, 
scholars like Oommen have taken note ol 
the repressive rote of the state vis-a-vix 
movement of weaker sections tp 28). Also. 
Guru’s discussion of rule of Ihe stale is 
somewhat contusing because lie tends In 
blame every tailurc ot the dalit movement 
<m the state. Besides, he contradicts himself 
when on the one hand he aigues that rural 
dalits are abw ilulcl y deprived < pp 24-25 1 and 
on the other hand claims that “it was 
politically imperative on the pan of the 
Indian state to nurture live led mg ol relative 
JC|mvation among the dalits.. 'ip 2‘>).Then 
why should Okie he uttal alienation of rural 
djlits'* Gum s argument thai the growing 
•• nsis of Indian welfare oale is likely to 
render the framework of retaove deprivation 
levs relevant is als*i open lo dehale T)(c 
srisis ot live well.ire stale, oil the contrary, 
is likely to cut ott me controlled distribution 
ol resources, generating a sense ol relative 
deprivation The pinch will he Iclt the most 
in thceontesi ol reservations incmployincm 
lloidos ol educated dalit vouths seckmc 
cm|>k>siriem will he turned away because ol 
ihe shrinking ol public sccioi nibs. Guru 
seem* lo have nnssed this (mint Gum has 
llso coni used the namewoik ol relative 
deprivation and ihe leelmc ol relative 
depuration aiming ilaltts. I'li.it is whv rv 
ol.imcsihe li.uneworkoi ictaiiveUeiirivaiion 
tor denying dalits an eiiiansrp.miry von- 
sciousnesv Yet his analvso ol imra-tkilu 
11 v allies and Uk* ie.il causes l< >r Kick w .irihiess 
ol nutangs is perceptive Guru also riglnly 
specifies the problem lacing the dalit 
movement d (he mmemeni is buill upon 
lectingsoi deoriv.iluie. then urge lormobihiv 
md iudiv.dualisti'. cuuseunisness icikl to 
atidermine ihe radical potential ol the 
movement In ibis coined it become* the 
res|ion>ibiiity ol aciivisis and mieileeluals 
associated wnn tire movement lo link a sense 
ol deprivation to a hto.tder em.ineip.Horv 
perspective, With even a limited scope lot 
mohiluy. c aic'cr-|iursuils are iwHukl in weigh 
Iteuvily u|>m daJiis. Hus would require a 
stronger ideological mobilisation whk h can 
ensure (he support of Ific career-searchers 
in the maw struggles Guru's critical 
dialogue with inuimarcam sociology ef¬ 
fectively brings out this compicvity ol (lie 
dab) question. 

Valerian Rodrigues*!'Viewing Dahl 
Movement: Contending Perspectives') has 
summarised the diflcrcm theoretical 
perspectives ojieraiing within the discounc 
of dalit emarkipatHm. He elasstfies these 
into lour groups; perspective ol irans- 
fprn»Mn.pdrlH ipatory ivrsjxi live. revivalist 
perspective and efass-CJste pcrspccltvc 
While accepting the possibtttty that each of 
these may have somethtng to comrihuu: hi 
the quest u m ot drill cmanetpuikio. Kodnguev 


conveys ah tmprowdon that he frown 
construction of a brood thoorcrical fnn 
work encompassing the class-ca 
perspective under I be initiative of 
puroctpaiury perspective, linden I at 
diseourseoi dulit emancipation has to heat 
rely upon the participatory perspect 
developed by Ambedkar. Rodrigues 
summarised the evolution of Amhedk 
ideas and strategies in response to the coks 
reality and in response to caste Hit 
insensitivity epp 41-43i. ,\s Rodngi 
suggests. Ambnlkar'x perspective is 
without its share of limitations (pp 44-* 
It may he stud that Amncdkar himself * 
constantly aware ot the limitations 
liberalism and liberal democracy. He r. 
also have been aware of the contingent nat 
of his political positions. This leads bin 
the critique of liberalism and a statist vari 
ot socialism. Ambedkar tncs to overco 
many ol these limitations through 
upholding ol Dhumma 
Kodngucs points <Hit that dalits can evtt 
a common national identity if intru-d 
caste cleavages arc resolved. Such a u 
identity will be on grounds ol "social; 
economic oppression" tp 4Mt. This impl 
ihiii evolution of min-castc dalit idetr 
would lead to the eonstitutHHi ol a cai 
eliiw bloc. A jit Roy /The Nature of C 
(Question Today ) has also argued that d 
situation should he viewed as a clnss-c: 
situation. Such formulahonv have 
potential lo visualise a broad alliance betwi 
Ualiis and OH( s In tact many cnntnhul 
to this volume mention the possibility t 
dalit-OBC (oint movement. An alliai 
bet ween these t wo set turns will have a mu 
ikJvjntage in dial ii will save the movcm 
twin being caste specific. 

The diilti movement has histories 
represented mu only the cause of dalits 
ihe emancipatory urge in our voetely. T 
historical legacy seems to ne clouded 
three lack ns: Firstly. isol oihhi. fragmentat 
and ideological waywardness of i 
inovi'immi. Secondly, growing strength 
communal Hinduism And. ihiri' 
ctncigcncc ol the posi-Manmohan Sn 
social sirueimc which has driven the d 
quest ion out ol ihe margins ol wr 
consciousness. To liiec. these efudten; 
(Hie lias in cniteally evaluate all aspects 
die dalit movement. Tbc volume under reri 
lias made ;m attempt in this direction 

Notes 
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Economic Reforms and Poverty 

Surah D Tendulkar 
LR Jain 

!!ll^ 0 ^u X L°i! he debate in India about tlte possible impact of the economic reforms since July 1991 

n ^° . ' rv 1,e tlvt ‘ilable evidence from the Notional Sample Surveys conducted during 1991 (July- 

J, a . f a,,lu ''> • December). Contrary to the a priori expectations, there was a sharp increase in rural 
* e ^ aS ° n ' ° " U era,e ' ' se plncr in urban poverty. Based on the examination of the factors governing 
° Ur . an< * supplementary empirical evidence, the paper reaches the conclusion that the economic 
reforms re te easions t ontrihuted indirectly rather than being the only or the major cause of the sharp acceleration 
of rural poverty during the period under consideration. 


THERE has been considerable debate in 
India since the initiation ot' economic 
reforms in July 1991 about their possible 
impact on the poor. The empirical base tor 
calculating the various poverty measures 
comes from the household consumer 
expenditure surveys conducted hs the 
National Sample Survey(NSS) Orgum sal ion. 
The latest available tabulations for the post- 
reform period relate to the 47th round 
covering the six-month period July- 
December 1991 (hereafter referred as 1991 
for brevity I and the 48th mund covering the 
calendar year 1992 

Poverty Measures 

In this article, wc propose to present three 
measures of poverty belonging to the Foster- 
Greer-Thonebcckc class. 1 These measures 
capture three different dimensions of 
poverty, namely. (I) the headcount ratio 
(HCR) which indicates the proportion of the 
populauon below the poverty line in terms 
of a given norm. This is the mo.si widely 
used measure in India. (2) the poverty-gap- 
index (PGI) which indicates the ratio ol (he 
aggregate poverty gap of all poor households 
io the minimum normative aggregate 
expenditure for ihe entire (poor as well as 
non-poor) population (poverty line 
multiplied by the total populauon). This is 
dcacribed as the depth measure of poverty. 
The reasoning is as follows. If you have two 
situations with the same population and the 
same headcount ratio, the one with a higher 
value of PGI has a larger number ot poor 
who are further away from the poverty line 
than the other. (3) FGT* which has as its 
components, the headcount ratio, the 
(squared) poverty-gap-ratio and the relative 
inequality amongst the poor as measured hy 
Ihe squared coefficient of variation. Because 
of its distributional sensitivity and because 
it incorporate! HCR and a variant ot PGI. 
this la regarded a comprehensive measure 

that is taken tocapture (he seventy of poverty. 

There ate widely known inherent and 
irreducible elements of arbitrariness tn 
specifying the poverty line that is expected 
to capture the minimum living standard (in 
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terms ot per capita total consumer 
expenditure at the household level) separating 
the poor I rum the non-poor. For (his reason, 
wc use two alternative poverty lines, namely, 
(a) the official poverty line used by the 
Planning Commission, and (b) an aitcmali vc 
(lower) poverty line used widely by 
researchers. (For specific levels of poverty 
lines, sec notes u> Table I.) Wc refer to 
measures based on (a) as simply "poverty’ 
and those based on (h) as reflecting "lower- 
end poverty". 

Table I presents the three poverty measures 
based on two alternative poverty lines, 
separately lor the rural and the urban 
population, for the two post-reform rounds 
(lines II and 12) along with comparable 
measures going hack to 1970-71 to provide 
a perspective. Table I also provides 
supplementary information for interpreting 
the poverty measures. 

Poverty: Pre-Reform Period 

The following salient points emerging 
IromTabte I and supplemented by findings 
from our earlier works, lor the pre-rclorm 
period, arc worth noting. 

(1) Rural poverty, in all its dimensions and 
(or both poverty lines, shows a slow decline 
in the 1970s and a much faster decline in 
the 1980s till 1990-91. Higher and more 
stable trend rate ot agricultural growth in the 
1980s than in the 1970s was mainly 
responsible for this outcome. In the 1980s. 
this was supplemented in years of dip in 
agricultural output by public action in the 
torm of drought-relief works and depletion 
of public slocks to meet the demands of the 
predominantly urban and universal public 
distribution system. 

(2) Urban poverty in all its dimensions 
and lor both the poverty lines, indicated an 
increase between 1970-71 and 1973-74 
before showing a steady hut a much slower 
(than rural) decline between 1977-78 and 
I9K6-87. After remaining virtually 
unchanged during 1986-87 and 1988-89. it 
declined sharply in 1989-90 and remained 
at that level in 1990-91. This can again he 
attributed to a faster and mure stable rate of 
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general economic growth as well as that of •’« 
the non-agricullural sectors in particular over 
the 1980s in comparison with the I970i. 
Unlike for the rural population, there had 
been no major target group-oriented direct 
anti-poverty programmes for the urban 
population during the entire period. 
Agricultural harvest conditions had an 
indirect impact on urban poverty via their 
effect on the universally applicable urban >' 
public di siribulion system and the impact of 
government operations on the open market , ’ 
price. V' 

(3) From our earlier studies, we find that 
rural poverty in a given year is governed **■' 
mainly by the work opportunities generated 

by the contemporary agricultural harvest U 
situation on the one hand and on the supply ^ 
and the market prices of foodgraitu on the. •“{ 
other. Both the supply of grains and their >3 
retail prices are affected by Ihe government 
operations in the market for loodgrains via 
procurement and issue prices and the resulting 
changes in procurement, offtake from public ^ 
distribution system and the consequent 5; 
changes in iht public stocks of foodgrains 
main > rice and wheat. These operations 
have their impact on the rural retail price* 
of grains and hence on the rural poor who 
are net buyers of grains. 

(4) As regards urban poverty, we take X 
to be concentrated predominantly in the 
unorganised urban informal sector 
characterised usually by mostly potty 
service activities. Of late, however, labour 
market rigidities in the urban organised 
commodity producing sector have resuhod 
in a favourable spirt over effect on the 
unorganised commodity producing sector. 

In a situation of expanding d ema n d, te 
organised sector is said to prefer sub¬ 
contracting otproduction to the unorganised 
sector to expanding direct employment in 
the organised sector. Expansion of domand j 
has taken place as a result of doubling of 
the growth rate of real per capita GDP in j 
the 1980s in comparison with ihe 1970s. A 
rise in the general economic growth me 
would have a favourable effect on other j 
unorganised activities as weil. 4 
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(5) We may also mention one interesting 
rural-urban link that became apparent during 
the drought year of 1987-KX. in this year, 
the public distribution system was served 
more by depleting public stocks of foodgrains 
than by procurement. This mechanism 
prevented the sucking of grains irom the 
rural to the urban areas which normally took 
place in u year of agricultural dip because 
of the higher purchasing power in the urban 
areas. In the absence of this mechanism, 
rural prices would have been higher than 
they were and this (actor would have 
neutralised the positive impact ot income 
generation through drought relief works. 
This, in our view, was the main reason for 
a decline in rural poverty in 1987-88 even 
in comparison with the normal agricultural 
year of 1983. Consequently. 1987-88 
represents a sharp departure from the 
regularity noted by M S Ahluwalia for the 
period from 1956-57 to 1973-74 that rural 
poverty tended to worsen in years ol dips 
in agricultural Harvests. The point is that 
public action in the form of employment 
generation makes a greater impact in 
alleviating poverty when it is combined with 
moderate increases in rural retail prices ol 
cereals. Stated this way. this sounds a truism 
but it was never explicitly recognised. 

Poverty - Posi-Retorm Period 

Wc may now turn to the post-relonn period. 
On a prion grounds, given the very close 
links of public-expenditures and government 
policies With the organised sector, the drastic 
fiscal contraction along with import 
compression in the fiscal years 1991-92 and 
1992-93 (broadly covering the periods ol 
the two latest NSS founds! would have 
adversely affected primarily the urban 
organised sector with second-order impact 
on the urban informal sector and weaker 
effect on the rural sector. It is also important 
to emphasise that the fiscal compression 
takes time to come into effect. Hence, it 
would have been too early to expect an 
impact of the economic reform-related 
actions of the government on poverty during 
the second half of 1991 and-thereafter one 
would have expected the urban poverty to 
increase more sharply than rural poverty. 
Wc observe, however, that the urban poverty 
remained virtually unchanged in 1991 and 
increased somewhat in 1992. whereas a 
very sharp deterioration took place in rural 
poverty in both the periods (Table I). In 
other words, a slowdown in non-agricultural 
economic activity resulting from fiscal 
contraction and import compression only 
marginally affected urban poverty sittuuon 
m 1991 and 1992. 

Compared to 1990-91. indicators of rural 
poverty with respect to both the poverty ' 
fmea increased between 10 and 18 per cent 
ih 1991. and further, on top of (hit and more 
steeply between 14 and 4.1 per cent hy 1992. 


Even more disturbing is the sharper 
worsening of the tower-end poverty in 1992 
with reference to a lower poverty fine than 
that corresponding to the official poverty 
line. Moreover, the extent of worsening of 
rural poverty is the highest for the severity 
measure, somewhat less forthcdepth measure 
and the least for the crude headcount ratio 
measure ol poverty. 

At the all-indiu level, using the consumer 
price index tor agricultural labourers 
(CPIAL) as (approximate) price deflutor.- 
thc real average per capita total expenditure 
(real APCTE) lor the rural population 
remained virtually stagnant in 1991 at the 
level of 1990-91 and declined sharply by 5.5 
per eem per annum in 1992 over 1990-91. 
Table I (column (3)| also indicates that the 
relative inequality I as mcasuied by the Gini 
coefficient) also increased in 1991 as well 
as in 1992 compared to that in 1990-91. In 
other words, the accentuation ol rural poverty 
in 1991 and 1992 due to a sharp reduction 
in real APCTE was furiher reinforced by a 


rise in relative inequality at the t ower-end 
of the size distribution of PCTB. 

Which were the states affected by (he 
increase in rural poverty? The small size 
of the sample in the surveys conducted in 
1991 and 1992 makes it hazardous to work 
out the poverty indicators at the state level. 
We. therefore, adopt an indirect approach. 
Our previous work suggests that a change 
in all the poverty measures between two 
time-points is influenced primarily hy the 
change in real APCTE with the second order 
effect emanating from (he change in relative 
inequality uround APCTE. Using CPIAL as 
an (approximate) deflator for APCTE. we 
worked out the average annual change in 
real APCTE between 1991 (July to 
December) and 1990-91 (July-June) and 
between 1992 (Junuary-December) and 
agriculturally normal year 1990-91 (as one 
alternative) and between 1992 and the earlier 
drought year 19X7-88(as another alternative). 
The results (not reported to conserve space) 
indicate that rural ureas in Andhra Pradesh. 
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1 

1970-71 

02879b 

57 31 

45.29 

.1757 

1248 

.0731 

0481 

*1 

— n 

1972-71 

010514 

57 21 

4 5 VO 

1791 

1281 

0754 

ov» 

3 

1973-74 

0.28190 

56 17 

44 50 

.1675 

1163 

.0672 

1)430 

4 

1977-78 

0.31235 

54 47 

41.06 

1659 

4173 

0688 

0452 

s 

1983 

0.30055 

49.02 

17.54 

1386 

0944 

0545 

0345 

6 

1986-87 

0.30191 

45.21 

14 04 

.1221 

OHIO 

0460 

0281 

7 

1987-88 

030152 

44 88 

32 44 

1126 

0714 

0404 

0238 

8 

1988-89 

0.29522 

42.23 

29 97 

1020 

.0631 

.0354 

0203 

9 

1989-90 

0.28239 

37 94 

25 90 

0880 

0529 

0295 

0164 

10 

1990-91 

027723 

3655 

25 20 

0881 

0547 

0303 

0172 

II 

1991 

0 31096 

42.06 

29 88 

1002 

0612 

0139 

0189 

12 

1992 

029780 

48 07 

15 88 

1259 

0816 

.0458 

0271 
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1 

1970-71 

0.14560 

45 89 

37.06 

1339 

0961 

.0512 

0353 

2 

1972-73 

0.34538 

47 (XI 

37.69 

.1357 

0963 

.0532 

0349 

3 

1973-74 

0.31688 

49 20 

39.33 

1388 

(1975 

.05.31 

0.342 

4 

1977-78 

(133781 

42.98 

33 5V 

1216 

0860 

0481 

.0320 

5 

1981 

0.33160 

18.33 

28 77 

.0995 

0674 

0366 

0231 

6 

1986-K 7 

il 35606 

35.39 

27 24- 

0948 

06.11 

0354 

0225 

7 

19X7-88 

0 35586 

16 52 

27 23 

0934 

0626 

0338 

.0211 

8 

1988-89 

015625 

.1698 

97 91 

0961 

0649 

0349 

0217 

9 

1989-90 

(l 15601 

3241 

23.97 

0803 

0529 

02*4 

,0172 

to 

1990-91 

0.14015 

32 43 

23.67 ’ 

-.0803 

.0529 

028* 

.0179 

II 

1991 

0 35087 

32.02 

23.42 

0790 

0523 

02*4 

.0176 

12 

1992 

0.35550 

33.87 

25 13 

.0843 

0556 

0297 

0181 


Not*> U) Poverty ladieaM 1 marked with aubscript I refera tottshcwg h a rrid onPlan n ai gC o ei a Mi - 
uoa ati-ladu (feverty Une of monthly per capita total expenditure (MPCTR) of Ra 4* 09 
(rand) and R* 56.64 (urban)* 1973-74 pnees. 

(2) ftovettyindlcanitmarkedwithsubscript2 refers ip a*being baredmiAkwnaive«R-huh* 
poverty tine of MPCTE of Ra 15 (rural) and Rs 18 (whan) at 1960-61 pnoat 
(3t The poverty lute* are adjus te d for price changes ustng Hat consumer prim index (CPI) 
for tfarioiddk range (MR) of the rural and arbeapqw JU on ealca lai ed frees daunted 
data for the period bom 1970-71 to 19*6-89 Par taler years. *w raae of grew* (with 
19*1-89* 100) m CPI for agncellurat labourer* I rural) and for Mntbl workers f tnbaat) 
has been ^pfcdm CPIMR irural) andCHMR (urban) to work out the prsce ndjnanaani 
factors, respectively 
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A«*m. Bihar. K*mMttka. Maharashtra and 
Rajaxthan are the major states that 
experienced reasonably sharp reduction in 
real APCTE. Our inference is that these arc 
the «ate» where rural poverty would have 
increased sharply in the post-reform period, 

PauxiMAm FAnnas 

What are the fuctors comribuiing to this 
significant increase of rural poverty? 
Following from our earlier discussion, we 
have to look for (he clues in the agricultural 
performance, the prices of cereals as 
influenced by government intervention m 
ihe market for loodgrains and direct anti¬ 
poverty programmes Tables 2 and 1 present 
the relevant data which, in combination with 
supplementary information and economic 
reasoning, suggest the Inflowing major 
points. 

(I) There was a dip of 2 5 per cent in the 
index of agricultural production lor all 
commodities in 1991-92 over 1990-91. This 
was mainly due to a larger decline ol 4.2 
per cent in (he output ol loodgrains with 
much steeper reduction being registered by 
coarse cereals and pulses while firoduetton 
of rice remained virlualh stagnant it is 
useful to underline the tact that many ol the 
suites identified above tin possible sharp 
increases in rural poverty arc the major 
producers and consumers ot these grams 
The recovery in 1992-9? was modesi in 
relation to the pre-rclorm year 1990-91 
(Table 2). Notice that the National Sample 
Survey periods 1991 and 1992 could be 
more closely approximated by kharil and 
rabi production estimates separately. 
However, the indices ot agricultural 
production are not available by kharil-ruhi 
breakdown. We. therefore, also examined 
the khorif-rabi breakdown ol production 
directly available only tor loodgrains bui 
not for non-foodgrain etops This, how over, 
is not restrictive for the present purpose lor 
two reasons. One. as noted above, the dip 
in the harvest was enntmed to loodgrains. 
Second, rural poverty is more directly 
affected by the loodgrains harvest because 
it is the major source ol both employment 
and of the supply ol the basis necessity 
consumed by the poor. Under ihisalicmause. 
the foodgrains harvest situation over the 
NSS periods or 1991 and 1992 was below 
the normal. The klunf harvest ol 1991-92 
. (of9l .6 million tonncsi tailing in the second 
half of 1991 experienced a I Opcrccm decline 
over the previous khunf harvest. The 
following rahi season output tol 76.8 million 
tomes) in the first hall of 1992 also remained 
stagnant compared to the preceding rata 
harvest. The kharif harvest ot 1992-9? 
(faffing m the second halt of 1992) only 
rmorod the dip experienced in Ihc previous 
year. These harvest conditions adversely 
affected the income generation especially ol 
the agricultural-labour dependent poor 


households in 1991 (2nd half) und in 1992 
apart front causing shunlalls in market arrivals. 

(2) The adverse supnlv .uip.it.. •! the 
below-normal harvests was further 
accentuated by a steep hike in the open 
market prices ol wheat amt rice that was 
caused by (a) the holding hack ol stocks hy 
farmers in expectation ol a hike in 
procurement prices and )h) direct purchases 
hy private traders and reduced market 
arrivals in wheal procuring stales (lumiomir 
Survey. 1991-92. p 55. and 1992-9?. p 91 ). 
Hie expectation ot a rise in procurement 
price was fuelled hy the tact that following 
the devaluation of the Rupee in the mid- 
1991, the export purity border prices ot ncc 
and wheat were ahout double Ihc domestic 
prices Consequently, throughout 1992. the 
public stocks ol loodgrains were consistently 
lower than the minimum norm ot public 
slocks. The reported actual stocks (with 
■nimmum noon in the bracket) m million 
tonnes as on the fust day ol the month were 
I3.SNIS.4I in January 1992. 11.1(14.5) in 
April 1992.13.9(22.?)injuly 1992.9 4< I6.fi) 
in October 1992 and 11.805.4) in January 


1993 (Economic Survey. 1994-95, p 79;. 

The gap bet ween the actual and the minimum 

norm of public stocks ol loodgrains can 
thus he seen to be very wide during the major 
part of 1992. The depleted levels ol public 
stocks restricted the manoeuvrability of 
government action to moderate the adverse 
impact on loodgrains prices. 

(3) The procurement prices ol wheat were 
raised by 22 per cent in 1991-92 and lurther 
hy 20 per cent in 1992-93 on top of the 
higher level ol the immediately preceding 
year. The procurement prices of ncc were 
also raised hy 12 per cent in 1991-92 and 
by 17 per cent in 1992-93 on top of two- 
digit increase in 1989-91) and 1990-91 
(Tabic 3. line 3). To keep the budgetary 
subsidies under check, the central issue 
prices (CIO) were also raised hy 30 per cent 
lor rice and 21 per cent lor wheat in 
December 1991. These actions resulted in 
a sleep rise m the open market prices of 
loodgrains. The wholesale price index for 
loodgrains increased by 21 per cent in 
1991 -92 (mainly because of nee and wheal I 
and further hy 12 per cent in 1992-9? 
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Notes t Animal average it over financial year fur whutaude poor mdea and over ■gre.'rttunl row 
for consumer price index and proc ur e m m prices 
2 Wheat procu rem ent price metodes cent ml hams since 1991 -92. 

Source: Enmoum-Suney. 1992-93.1993-94 and 1994-95 


■i 

f 


B c o n o m ic tad Political Weekly June 10, 1995 


1375 


■ —wX".As-.-ar,*r( 



COUNCIL FOR SOCIAL DEVELOPMENT (CSD) 

NOTICE 

Memo No.: CSD-ECP/ADM-SF/2735 dated 06 June 05 

« 

Application* are invited to reaph the undersigned within 21 days of publication of this advertisement for two posts 
of Senior Research Fellow in the scale of Rs 4500-7300 with permissible allowances. One post Is for CSD, Delhi, 
and the other is for the RBI Chair in C D Deshmukh Impart Centre. CSD, Southern Regional Office. Hyderabad. 
The applications should contain lotto wing information with self-attested supporting documents: (i) Name and Present 
Address for correspondence (ii) Academic Records, Matriculation onwards (W) Research/T naching/Work Experience, 
and (iv) Publications. A suitable candidate may be norginated to work as Director CSD, with a special allowance 
of Rupees five hundred per month. 

QUALIFICATIONS: An eminent scholar in the field of social and/or computer science engaged in research, ten 
years of experience in research and/or teaching at a university/reputed academic institution. OR An outstanding 
scholar with established reputation who has made significant contribution to knowledge. 

NOTE: (i) These qualifications can be relaxed in the case of computer science for an otherwise qualified person, 
(ii) Reprint of one paper, considered to be the best by the candidate, should be enclosed with the application, 
and (Hi) The applicant should indicate his/her preference for posting at Delhi or Hyderabad. 

Professor A mar Kumar Singh 
Executive Chairperson 
Council for Social Development 
53 Lodi Estate. New Delhi-110 003. 


XXXVII LABOUR ECONOMICS CONFERENCE: CALL FOR PAPERS 

The 37th Annual Conlcrcncc of Indian Society of Labour Economics (ISLE) will be held during December 22-24. IW5 
at Pondicherry under the auspices ol the Department ol Economics. Pondicherry University Prolessor Sheila Bhallu of the 
Centre for Economics Studies and Planning. Jawalurtal Nehru University. New Delhi will preside over the Conference. The 
topics or discussions in the Conference arc: 

1. Structural Adjustment. Labour Market and Poverty 

2. Employment in the .Service Sector 

3. Organising the Unorganised Workers 

Those desirous ol' contributing papers for the Conference should send their papers to the Conference President Prohaor 
Sheila Bhaila, Centre for Economic Studies and Planning. Jawahartal Nehru University. New Mehrauli Road, 
New DclM-110 067 with a copy to Professor Alakh N. Sharma. Editor. Indian journal of Labour Economics, do Institute 
of Applied Manpower Research. I P. Estate. Ring Road. New Delhi - 110 002. 

The paper should reach latest by September 15. IW5. It should not exceed 4.000 words including tables and appendices 
and should necessarily he accompanied by a summary not exceeding 500 words. The authors should strictly follow the pattern 
and style of writing as being fallowed in the current issues of the Indian Journal of Labour Economics (sec the guidelines 
■ this regard on page II of tlic current issues of the Jouma'l. The papers not conforming to this will not be considered for 
publication in full. For details about the Conference themes and guidelines for paper contributors, please contact: 
Hon. Secretary. Indian Society ol Labour Economics, do Institute of Applied Manpower Research. I. P Estate. Ring Road. 
New Delhi - 110 002. 

a 

The participants desirous of attending the Conference should contact the Organising Secretary of the Conference 
Dr. K. Ranuichandrun for registration reservation, accommodation and other details of the Conference « the address: 
Professor K. Ramachandran. Head. Department of Economics, Pondicherry University. R. Vcnkatramaa Nagar, Katapct. 
Pondicherry 605 014. 

The m e mbership tec ol the Society (Rs. 100/- annual and Rs I(XXV- life) should he sent to the Treasurer. Indian Society 
of Labour Economics. A. N. Sinhu Institute of Social Studies Puna - SOU 001 by cheque or demand draft in favour of Indian 
Society of I-ahnnr Economics (in case of out station cheque Rs 12/- shook) he added extra as hulk clearance charges). 
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f iaWc 3, f h* ottee Out the increases 

in CtP wew more relevant for the urban 
poor and the urban population in general 
with the universal (untargeted) urban public 
distribution system (PDS). The rural poor 
were affected by the reverse of the other 
lioute mentioned earlier in this article in 
connection with the reduction in (lovcrtv m 
1987-88. In the absence ol comfortable 
public slocks, the urban PDS had to be 
served through the procurement Ironi tthe 
below normal) harvests than through 
significantly depicting the already low public 
slocks. Both the procurement and the 
stronger pull of the urban puichasing power 
would have raised the rural gram prices 
more steeply than the situation with 
comfortable public stocks The resulting 
impact of (his constellation ol factors on the 
rural retail prices was sharplv reflected in 
the consumer price index tor agnculiutal 
labourcrslCPlALlthan lorindustnal workers 
(CPIIW) fTahlc 3. line 2). While the annual 
rate of increase lor both CPIIW and 0*1 At 
exceeded 10 per cent inniinuumly hem ecu 
July 1991 and October 1992 tnu|or pan ot 
the NSS survey periods I'Ml and 19921, it 
was much higher for CPIAI. than ilia! lor 
CPIIW and exceeded 20 per cent 
continuously trom October 1991 to August 
1992 [Eionomie Sunn J99L94. p S9i 
Combined with a reduction in employment 
arising from below mum.il harsests. this 
puce rise severely jlleeicd the pool 
households and resulted in shai per increases 
m the values ol poverty rueasuics 

(4) The vears tinder eonstdeiatton were 
not officidllv declared as the drought <c.irs 
as the monsoons were meieoiologieally 
normal", so lhai iheie wete no eenir.tl 
drought-relict grams and hence no special 
relief works Moreocu. the [Htmiiki.ivs ol 
employment generated (in linancial seats) 
under JawahurRo/gar Yo|.utalJRY idee lined 
from 874 b million in 1990 91 to Sim 2 
million in 1991-92 and luither io 7S2 I 
million in 1992-9.1. Gisen the 'bare use m 
rural retail prices noted above the leal 
value ol purchasing powet geneiaied hv 
the reduced levels ol ruial employment 
through JRY would have been even lowci 

Links wrot Iwonoviii Riiiws 

The foregoing discussion indicates that 
the sharp deterioration in rural povetiv 
situation during ihc NSS sutvev ihtukJs 
1991 and 1992 was a diiecl consequence ot 
(a) adverse or indillemi weather conditions 
affecting rurol employment as well as luixl 

price*. d>) trig expect.nion-dmcii actions ol 

farmers and traders reinforcing a ml 
strengthening the rise in It**! prices, tv t (he 
untargeted urban public distribution system 
and the possible stronger pull ol the utb.in 
purchasing power both contnhuiing lurthc'i 
to the increase in rural l<**d prices, and 
(d) the reduced manoeuvrability ol 


government action due to considerably 
depleted public slocks The constellation 
, was clearly tailor-made lor ihc accentual ion 
ol rural poverty How far can it he attributed 
to the economic policy reforms undertaken 
since July 1991'* 

111 The major impact ol siructural 
adjustment as well as fiscal stabilisation was 
expected to he on the urban organised sector. 
Hence, as mentioned m the beginning, one 
would have expected deterioration m urban 
(•overly to be more than in rural poverty as 
<li imsequenerol eeonomie leloims li was 
possibly loo early tor tins expected cllccl 
to take place in the second ball ol 1991. 
allowing lor the I inic-i.ig necessary lor the 
liseal contraction and the import 
compression to alleet evommue aelivilv in 
the organised sector. 

t2i The rural sector in general and 
agriculture in particular were nol the major 
focus of structural adjustment and were only 
indirectly at leeted by the fiscal compression. 

i Ji ‘Ihc devaluation ol the Indian rupee 
teas a part < it (he reform process (hat w idened 
the cap between the export parity hinder 
puces awl the domestic prices and made the 
rise in jnocuremenl prices ol rice and w heat 
inevitable Insolar as devaluation was 
necessary to correct the unsustain.ible 
external trade gap. it could mu have been 
avoided, erven the Jeep loroen exchange 
liquidity ciisls o! ,990-91 

i4j I lie rise m procuicmcni prices was 
also olliu.illy justtiied as a compensalion 
io the tanners lot the witltdraw.il ol Icrtiliser 
subsidies Without gome into the* politically 
■.oiisiiiieied shsasiious mess nt the leri.nser 
subsidies, loi the present purpose we mas 
merely note ilieir almost total restoiatum. 
albeit m adislorled loilll Consequently, the 
actually gianlcd u- e in procurement prices 
has been hiehei Ilian lusidied on grounds 

ol the original rationale lor winch the rural 
l*ooi p.rd the puce in terms «| Ingtiei gram 
prices This was the result ol the opcialion 
ol polilu.it pud- and pressures totally 
unielaicd to die o.isie i.iiionate uiuleilving 
die economic iclorms 

i*i The balance ot payment situation 
icm.mtcJ veiy light dming I'M 1-92 and 
1992-91 Hence, large import ol loodgrattts 
would also have been dllhath lor mcicasing 
(Hiblic siiKksandenhaiwmg manoeuvrability 
o| government action Moreover, the idea 
ol imports was also staunchly opposed by 
the laiiner- .uul their leadeis Whatever 
imports that were contracted, could not be 
deployed on time 

ibiTlu* squeeze on the central anti-poverty 
pioei.unmes timing the fiscal compression 
can be directly attributed to economic 
retoims. This was indeed so However, 
without denying the need lor .such 
programmes, the importance of ihis factor 
in the present context needs u> be tempered 
by three considerations, namely, (a If he scale 


ol' these central programme* even in years 
without fiscal squeeze has never been of the 
magnitude that could have prevented a sharp 
increase m rural poverty; <b) organisational 
factors and problems with delivery system* 
have further limited Ihe effectiveness ol 
these programmes; and (cl our earlier work 
suggests that it is the drought-relic! works 
organised by the severely drought-affected 
states which hjvc been much more effective 
in alleviating rural poverty in years ot dtp 
in agticullural harvest lhan the central rural 
employment -generation programmes 
To recapitulate, the accentuation ot rural 
poverty durme the National Sample Survey 
periods ol 1991 tjulv Dev ember i and 1992 
tJanuary-Decemher) can be seen to be a 
combinedcimsequcncc ol ihe natural forces, 
consincted manoeuvrability ol govcmmeni 
action, political I actors and only indirectly 
certain decisions relating to the economic 
reforms since July 1991 li is important io 
note that had the agricultural harvests been 
favourable, the impact of the relorms-relaied 
actions would have been much smaller on 
ihe rural lhan on Ihc urban poverty. It is 
equally important also incmpha: isethat the 
timing oiYelorms was dictated by the crisis 
ol mid-199| which, m turn, was the result 
ol the political instability ot the late 1980s. 
the tiscal profligacy oi the preceding decade 
and the consequent loreign exchange 
liquidity crunch. Ii< other words, the 
economic '.‘loims in general and the 
devaluation ol the Indian tupee in particular 
tihat vva- indirectly responsible lor the 
deterioration in rurai poverty i could not 
have w.i„<*d tor the n orc au.-pit inus timing. 
Our clear conclusion, therefore, is that 
economic ietoi m-related decisions 
contributed indirectly rather than being the 
only or even the major cause of the sharp 
accentuation ot rural poverty during Ihe 
period under 'itsidera ion. 

Notes 

|We aie indebted u> Andre' Bett die. P N Otar. 

T K Koy and K Sundanun tor critical comments 
ami helpful suggestions.) 

1 For a technical discussion ol the poverty 
measures used in this paper, sec I Foster, 

J Cheer and E Tfinrebcckc. A Clan of 
Decomposable Poverty Measure**. 
ti< oHumeini a. Vol *2, No J. iMas 19881, 
pp N71 - 7h 

2 In the absence of a better oheraative. we 
has e at so used changes in CPI AL to update 
CPIMR lor making relevant price adymt- 
•netu to Ihc rural poverty fine (TaMe I. 
note t x» It may he noted that the weight 
base of CPIAL relates Hi die budget pattern 
of the agricultural labourers observed tn the 
mid-1950s Ttus budget pattern may have 
changed during the period under 
consideration There may. therefore, exist a 
bias m our csitmaH** til the changes m rota) 
retail prices im the basts ol CPIAL 


Mcooomk and Political Weekly June l(). 1995 


1377 



. ••• ,--v . ■ 


i ‘ • - ’ : ' . L .. ■ 

.! soCi£t£ g6n£rale 

THE FRENCH AND INTERNATIONAL BANK 
(Incorporated bt France with Limited Liability) 

INDIAN BRANCHES 


BALANCE SHEET AS ON MARCH 31. 1995 


(Rt.m 


Schedule 

No. 


CAPITAL ANp LIABILITIES 
Capital 

Reserves and Surplus 

Deposits 

Borrowings 

Other liabilities and provisions 
TOTAL 


ASSETS 

Cash and balances with 



407.459 

265.551 

6.029,391 

1,148,406 

254.105 


4.965.139 

194.238 

111.932 


8,104,892 I 5.494.293 


Reserve Bant of India 

6 

489.664 

647.655 

Batances with Banks and money 

at call and short notice 

7 

67.261 

243,364 

Investments 

8 

3.423.898 

2.941.976 

Advances 

9 

3.218.156 

1.526.298 

Fixed Assets 

10 

8.695 

9.029 

Other Assets 

II 

897.218 

125,971 

TOTAL 


8.104.892 

5.494593 

Contingent Liabilities 

12 

19,271,641 

7.624598 

BiQt for coUecoon 


204.746 

204.024 


PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED MARCH 31.1995 


(Rs.inOOO’t) 


Schedule Year ended Year ended 
No 31.3.95 31.394 


L INCOME 

Interest earned 
Other income 

TOTAL 


a EXPENDITURE 
Interest expended 
Operating expenses 
Provisions and contingencies 

TOTAL 


ID. PROFIT/LOSS 

Net Proftt/Lo*s<-) for the year 
Profit/Lossl-) brought forward 

TOTAL 

IV. APPROPRIATIONS 

Transfer to other reserves 
Transfer to natatory reserves 
Transfer to Government/ 
Proposed dividend 
Retimed to H. O. during the year 
Balance earned over to 
balance sheet 

TOTAL 


925.195 

(75.409) 


744.850 


464,438 

14.142 


849.786 | 478.580 


474,913 

74,451 

195.486 



Notes oa Accounts 


As per our attached report of even date 

FcrRAJESH RAJEEV A ASSOCIATES 
Chartered Accountants 

Sdf- 


For SOCTfcTt GfiNfiRALE 

StV Sd/- 

Sandra Mattyrea M. Boa 

Asst General Manager General 


Dated; Jane 2.1995 


in t ** 




































SOCIETY gen£rale 

IKE FRENCH AND INTERNATIONAL BANK 

(Incorporated in France with Limited Liability) 

INDIAN BRANCHES 


SCHEDULES TO THE BALANCE SHEET AS ON MARCH 31. 1995 


(Rs. roOOO's) 


(Rs. inOOO’s) 



SCHEDULE 1—CAPITAL 

For Banks Incorporated Outside 

India 

<A) Capital 

<The amount brought in by Bonks 
by way of start-up capital as 
prescribed by Reserve Bank of India 
should be shown under this head) 

(B) Amount of Deposit kept with 
dte Reserve Bank ot India under 
sub-section (2) of Section 11 of the 
Banking Regulation Act. IW 


SCHEDULE 2—RESERVES AND 
SURPLUS 

I. Statutory Reserves 
(i) Opening Balance 

(si) Additions during the year 

TOTAL 

II. Balance of Pn>fit/Loss 

GRAND TOTAL 

SCHEDULE 3—DEPOSITS 

A. I. Demand Deposits 
(I) From Banks 
(H) Prom others 

TOTAL 

II. Savings Bank Deposits 
Ul. Term Deposits 
(i) From Banks 
<ti) From others 

TOTAL 

TOTAL (Ml+llll 

8. (it Deposits of Branches 
tt India 

(H) Deposit* of Branches 
outside India 

TOTAL 



1.072 NS 

96,834 66,792 

97.906 66,987 

13.244 15.671 

2,038.257 1.348.917 

1,879,984 .3.333,564 


5,918,241 4,882,481 

6,029391 4,965.139 


6,029,391 



SCHEDULE 4—BORROWINGS 

I. Borrowings in India 

(i) Reserve Bank of India 
(it) Other Banks 

(iii) Other institutions and agencies : 


II Borrowings outside India 

TOTAL (I+ll) 

IB. Secured borrowings included in 
I and II above 

SCHEDULE 5—OTHER LIABILITIES 
AND PROVISIONS 

I Bills payable 

II Intir-officc adjustments (net) 

Ul interest accrued 

IV Others (including provisions) 

TOTAL 

SCHEDULE 6-CASH AND 
BALANCES WITH 
RESERVE BANK OF INDIA 

I. Cash in hand 

(including foreign currency notes; 
II Balances with Reserve is ink 

of India 

(■) in Current Account 
(iil in Other Accounts 

/ ‘ TOTAL 

TOTAL (l+ll) 

SCHEDULE 7—BALANCES WITH 
BANKS AND MONEY AT CALL 
AND SHORT NOTICE 

■ In India 

(i) Balances with banks is India 

(a) in Current Accounts 

(b) in Other Deposit 
Accounts 

TOTAL 

(h) Money at caU and short notice 

(a) With banks 

(b) With other msotabont 

TOTAL 
TOTAL (i+uf 


44,071 

404.335 

700,000 

1.148.406 


1,148.406 



162,870. 


31,368 


194.238 



87.745 

7.464 

40.390 

125.970 

33.448 

71.021 

254,105 

111.932 

109 

218 

489.555 

647.437 

— 

1 - 


489.553 

489.664 


647.437 


647.655 


200.100 


216.730 
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SOdfilt GENERAL 

The french and international bail 

(Incorporated in France with Limited Uabilii 

INDIAN BRANCHE 


SCHEDULES TO THE BALANCE SHEET AS ON MARCH 31,1995 


(Rs. in 000's) 



As on 
313.95 

As on 

31.3.94 

11. Outside India 



(i) in Cumsnt>Accountj 

With SG Blanches 

HI 

22.154 

With Other Banks 

El 

4,490 

TOTAL 

20,4-34 

26,644 

(ii) in Deposit Accounts 

— 

— 

(iii) Mooey at call and shut notice 

— 

— 

TOTAL (1+ii+iii) 

20,434 

26,644 

TOTAL (UU) 

67,261 

243364 

SCHEDULE >—INVESTMENTS 

Investments in India 
(i) Government securities 

2.174,763 

1.091332 

(ii) Other approved securities 

5.500 


(iii) Shares 

180 

180 

(hr) Debentures and bonds 

125.980 

117,335 

(v) Others 

1,117,475 

1.727.429 

TOTAL 

3,423,898 

2,941,976 

SCHEDULE*—ADVANCES 

A. (i) Bills purchased and 

discounted 

. 

631.606 

182.021 

(ii) Cash credits, overdrafts sod 
loans repayable on demand 

1,185,674 

767.235 

(iii) Term loans 


577.042 

TOTAL 

3.218,156 

1326298 

B. (i) -Secured by tangible assets 

1,970383 

467.386 

Cri) Covered by Bank/Govenunent 

guarantees 

134.235 

647.694 

(iii) Unsecured 

1,113,538 

411218 

TOTAL 

3218,156 

1326298 

C L Advances in India 
(i) Priority sectors 

168.180 

63,456 

(ii) Banks 

— 

— 

(iii) Others 

3,049,976 

1.462442 

TOTAL 

3218.156 

1326298 

H, Advances outside India 
(i) Due Bom banks 



(M) Due from others 

— 

— 

(a) Bids purchased and 
ii roamed 

_ 


(b) Syndic and loans 

— 

— 

(c) Others 

— 

— 

TOTAL 

— 

— 

GRAND TOTAL: CJ+Cfl 

3218,136 

1326298 


(Rs. 001 



As on 

31.3.95 

Ate 

31.3.' 

SCHEDULE 18—FIXED ASSETS 

I. Plxcd Assets {other than Premises) 

(incl. furniture md fixtaics) 

(i) At cost as at 31st March 
orthe preceding year 

23384 

23.7: 

(ii) Additions dosing the year 

3.149 

43 

(hi) Deductions during the year 

(1366) 

(4.66 

(iv) Depreciation to date 

(16.472) 

(l43- r 

TOTAL 

8495 

9.02 

SCHEDULE 11—OTHER ASSETS 

1. Inter-office adjustments (net) 

431 

1 

II. Interest accrued 

73.645 


111. Tax paid in advaoceAax 

deducted at source 

60267 

9.06 

IV. Stationery and stamps 

19 

! 

V Others 

762,856 

79.7) 

TOTAL 

897218 

125.97 

SCHEDULE 13—CONTINGENT 
LIABILITIES 

1. against the hank not 

acknowledged aa defat 

2,821 

2322 

II. Liability oa account of 

outstanding forward exchange 
contracts 

18.181204 

6,75438 

III. Guarantees given on behalf of 

(a) In India 

337304 

193.1*: 

(b) Outside India 

73.112 


IV Atfwptantur, andownments 

326458 

24244 

V Bills rediscounted 

350.072 

410.89 

VI. Odhar Bams for whsafa the bank 

— 


TOTAL 

1*271441 

742429 
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SOCIETY GENERALE 

THE FRENCH AND INTERNATIONAL BANK 

(Incorporated in France with Limited Liability) 

INDIAN BRANCHES 


SCHEDULES TO THE PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED MARCH 31,1995 


(Rs. in 000's) 


(Rs in OOO’s) 



Year ended 

Year ended 



Year ended 

Yearended 


31.3.95 

31.3.94 


• 

31.395 

31.3.94 

SCHEDULE 13—INTEREST 



SCHEDULE 15—INTEREST 



EARNED 



EXPENDED 



I. Interest/discount on advances/ 



, 

Interest on Deposits 

361.813 

165373 

bilk 

2*9.957 

200.186 

II. 

Interest on Reserve Bank of 



II. Income on investments 

596,28* 

231,263 


India/ltuer-bank borrowings 

108.645 

48.954 

111. Interest on balances with 

Reserve Bank of India and 



HI 

Others 

4.455 

133 

37.433 

28.791 


TOTAL 

474,913 

214.360 

other inter-bank funds 

IV. Others 

1.517 

4.198 







SCHEDULE 16—OPERATING 



TOTAL 

925.195 

464.438 

EXPENSES 






1 

Payments to and provision for 
employees 

16.596 

9.663 




II 

Rent, taxes and lighting 

21.754 

. 8345 




III. 

Printing and stationery 

1.028 

1.001 

SCHEDULE 14—OTHER INCOME 

1. Commission, exchange and 


8.937 

IV 

Advertisement and publicity 
expenses 

265 j 

67 

brokerage 

13.582 

V 

Depreciation on hank’s pmpeity 

3305 

2,911 

11. Profit on sale of investments 

30,107 

562 

VI. 

Directors' fees, allowances and 


* 

Leas. Lou on sale of 
in vestments 

(762) 

(753) 


expenses 

56 

42 




VII. 

Auditors' fees and expenses 

47 

32 

III. Profit on sale of land, buildings 

31 

73 





and other assets 

VIII. 

Law charges 

157 

33 

Leu: Lou on sale of land, 
buildings and other assets 

(16) 

(277) 

IX 

1 

Postage, Tele grams. 


5.823 

IV. Profit on exchuige transactions 

1.095.303 

426.541 


Telephones, etc. 

7.636 

' Lms: Lou oa exchange 
transactions 

(1.235,011) 

(444,286) 

X. 

Repairs and maintenance 

3.4 ' r> 

2.910 




XI 

Insurance 

3380 

1324 

V. Miscellaneous Income 







(include* provision for 



XII. 

Other expenditure (ind Head 



dcvbtfal debts written back 




Office Supervisory 



Ra 9.999.999 Previous Year 

21.357 

23345 


ClutgesRv5.000.aX); 



R* 16366.441.29) 


Previous year Rv4.500.000) 

16.737 

11.629 

TOTAL 

(75.409) 

14.142 


TOTAL 

74,451 

43.690 
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soci£t£ g£n£rale 

THE FRENCH AND INTERNATIONAL BANK 
(Incorporated in France with Limited Liability) 

INDIAN BRANCHES 


Schedule 17 - Nolo on Acceunle: 

i. Summery of Significant Accounting Policies 

1. General 

The accompanying financial statements have been prepared on the historical cost basis and conform to the statutory provision! and practices 
prevailing in the country. 

2. Transactions involving foreign exchange: * 

(a) Foreign currency assets and liabilities ate translated on a daily basis at the exchange rates prevailing at the close of the day except for 
balances in Foreign Currency (Non-Resident) Accounts which are recorded at the relevant notional rates specified by the Reserve Bank 
of India. Accordingly, monetary assets and liabilities other than balances in Foreign Currency (Nca-ResidenO Accounts have bees 
translated at the exchange rates prevailing at the dose of the year. 

(b) Unmutured spot and forward foreign exchange transactions are revalued on a monthly basis at the then prevailing spot and forward rates 
respectively. Galas and losses arising from the above valuations are reported in the Profit and Lose Account 

(c) Income and expenditure items have been translated at the exchange rates prevailing on the date of the transaction 

3. Inve s tments 

(a) Investments in Securities approved for the purpose of maintaining Statutory Liquidity Ratio: 

(i) Permanent Investments: Valued at coat of acquisition. The difference between die cost of acquisition and face value is amortised over 
the residual maturity of the security where die cost of acquisition is higher than the face value. 

<ii) Current Investments: Valued si the lower of cost of acquisition or market value or yield to maturity at rates specified by RBI circular 
no. DBOD BP.BC-44/21.04.048/95 dated ISth April. 1995. 

(b) Other Investments 

Valued at the lower of cost of acquisition or market value or yield to maturity at rates specified by RBI circular no. DBOD BP.BC.44/ 
2l.04.04g/9Sdated ISth April. 1995 

4. Advances: t • 

(a) Provisions for doubtful advances have been made to the satisfaction of the auditors. 

(■) in respect of identified advances, based on a periodic review of advances, after taking into account the portion of the advances 
guaranteed by the Export Credit and Guarantee Corporation and simitar statutory bodies and guidelines issued by the Reserve Bank of 
India. 

(ii) in respect of general advances, based on Management's estimate of potential exposure and taking into account guidelines issued by 
the Government of India and the Reserve Bank of India. 

(b) Provisions in respect of doubtful advances have been deducted from advances to the extent necessary and the excess has been included 
under "Other Liabilities and Provisions". 

3. Hxed Assets: 

(a) Fixed Assets have been accounted a: their historical cost 

(b) Deprecation has been provided on (he diminishing balance method at the following rates per annum: 


F u rni t u re and Fixtures 18.10* 

Computers 40.00% 

Electrical Fating* and Fixtures 33 33% 
Eqmp mcu 33.33% 

Vehicles 33 33% 


(c) Certain fixed assets which were provided without charge to the Branch by Head Office are included in these accounts at nominal value 
for the purpose of control. 

6. Staff Benefits 

Provision for gratuity is made on the basis of an actuarial valuation. Provision for p ensi on benefits is made on an accrual bans. Separate funds 
for gratuity and pension have been created 
r*t» front 

The net profit disclosed in the psofit and loss account is after 

(a) prov isi on for taxes on income at accordance with statutory rtqutreniena •* 

(b) provisions for doubtful advances. 

(c) adjustments to the value of current investments in Government of India securities valued m tower of earn or yield to iwdoily. 

(d) other usual and necessary provtaions 

a Net fans on foreign exchange tran s ac tion s tndudes an amount of Rs 121.IW.925 34 be^ the Swap coat incurred on Foreign Currency (Non 
Resident) (Bnnfcs) deposits. 

DL Previoan year 1 * figures have beco regrouped and rectaaaifted where ve r aecns ear y to make them comparable with ctural figures. 

* n > 

As per our attached repost of even dree Sign a ture s to schedule nos. I so IT 

For SOCrfTTfi GliNfiRALE 


Sandra Martyret M Brumal 

Asst General Manager Genend Manager 


\ 

J 


ForRAJESH RAJEEV k ASSOCIATES 

Char 
Sit- 


Dated: lane 2.1993 



Ban—ki gad IWMcdl Ufoato JwrHU** 





soci£t£ genLrale 

THE FRENCH AND INTERNATIONAL BANK 

(Incorporated in France with Limited Liability) 

INDIAN BRANCHES 


Auditors’ Report 


1. Wc have audited the attached Balance Sheet of the Indian Branches of Soci£t£ G£n6rale (incorporated in France with 
limited liability) as on 31 st March, 1995 and also the annexed Profit Mid Loss Account for the year ended on that dale. 

2. In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949. read together with the 
provisions of sub-sections {1), (2) and (5) of Section 211 and sub-section (5) of Section 227 of the Companies 
Act. 1956, the Balance Sheet and Profit and Loss Account are not required to be and are not drawn up in 
accordance with Schedule VI to the Companies Act. 1956. The Accounts are. therefore, drawn up to conform 
with Forms A and B of the Third Schedule to the Banking Regulation Act. 1949. Subject to the foregoing observation*, 
we report that in accordance with sub-section (3) of Section 30 of the Banking Regulation Act, 1949. 

a) We have obtained all the information and explanations which to the best of our knowledge and belief weft 
necessary for the purpose of our audit and have found them to be satisfactory; 

b) The transactions of the Indian Branches which have come to our notice have been within the powers of the Indian 
Branches of the Bank; 

c) In our opinion, proper books of account, as required by law. have been kept by the Indian Branches of the Bank 

so far appears from our examination of those books. 

d) The Balance Sheet and the Profit and Loss Account dealt with by this report are in agreement with books of 
account; 

el In our opinion and to the best of our information and according to the explanations givento ”* *^****^*^”^ 
give the information required by the Companies Act, 1956 in the manner so required, for Banking companies and 
read together with the notes, give a true and fair view; 

(i) In the case of the Balance Sheet of the state of affairs of the Indian Branches of the Bank as on 31st March. 

1995 and 

(ii) In the case of the Profit and Loss Account, of the profit for the year ended on that date. 


Par RAJESH RAJEEV & ASSOCIATES 

Chartered Accountants 

Sd/- 

ChMdreshekhar 

Partner 


Bombay 

Doted: June 11995 


Booanate wd Pe&Kad Weekly 
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Sino-British Confrontation over Hong Hong 

Neville Maxwell 

Hong Kong, one of the most modem cities in the world, is one of its greatest anachronisms. It is the last comer o 
where Europeans rule, a rock-pool left, brilliant, vital and teeming, by the historic ebb tide which sgw the age of Eur 
dominance over Asia ending in this century's second half The Germans, the Spanish, the Dutch, the French, the Portu[ 
and the British, whose domains in Asia were once greatest of them all, withdrew or were forcefitlly evicted But 
preserved its power undiminished over the tiny but populous patch of China named Hong Kong, and thus the rev 
of Hong Kong to China in 1997 will close an epilogue to the age of Europe's Asian dominance. 

Through the first half of the century Britain lived with the thought of the 1997 expiry of the lease which legitimi . 
rule over Hong Kong as a healthy young person accommodates the idea if mortality. After coming to accept that the . 
of Hong Kong to China was ineluctable. Britain succeeded in negotiating with Beijing what promised to be a co-ope 
and cordial transfer of power. How that agreement was achieved and how the achievement came to he undone is the s' 
of this paper. 
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In recent years, as the future of Hong Kong 
became a great diplomatic issue, ihe office 
of governor assumed an immense sensitivity - 
a wrongly chosen word could cause a crisis 
of confidence (and] dangerously antagonise 
Beijing ... 

Jan Morris. Hong Kong: Epilogue to 
Empire, p 218. 

In foreign policy one must never torget that 
one deals in recurring cycles and on consec¬ 
utive issues with the same people; trickery 
sacrifices structure to temporary benefit. 
Reality is the cement of international order 
even among opponents; pettiness is the foe 
of permanence. 

Henry Kissinger. The White House Yean. 
p 746-47. 

BRITAIN’S demission of Sovereignty over 
its last significant colony at midnight un 
June 30. 1997 will be the grand finale in the 
protracted imperial retreat that began almost 
exactly 50 years before when independence 
wasgranted to India and Pakistan; but. almost 
uniquely, in this case when the British flag 
is hauled down for the last time it will be 
replaced not by the emblem of a local in¬ 
dependence movement become inheritor of 
power, but by the Hag of another stale - the 
People's Republic of China 1 Thanks, how¬ 
ever, to the success of Britain's diplomatic 
efforts in the 1980s, and unless those are 
nullified by developments preceding the 
reversion to China, a second flag will also 
be flown in Hong Kong after 1997 - the flag 
of Hong Kong itself, as a highly autonomous 
city-region within China. 

Hong Kong sehwe Chinese Revolution 

The tuner for Hong Kong's reversion to 
China was set by an agreement signed in 
Peking m 1898 by which an area of some 
200square miles of the mainland was added 
to die colony. (Until that time it had consisted 
of Hong Kong Island and the tip. some three 
square miles, of the abutting Kowloon 
pcrmwila, which had been ceded to Britan 
by treaties in 1840 and I860 respectively, 
after the two Anglo-Chinese wars.) By Ihe 


1890s the desire for further territorial 
extension was strong among the colony's 
British traders, and advances in gunnery 
brought support for a “forward policy" 
from the military, since the Island's harbour 
and settlement were now well within artillery 
range of ground that could conceivably fall 
into hostile hands. London overcame some 
initial reluctance to press for more territory 
when other European powers, Germany. 
France and Russia, extracted territorial 
concessions from China, and pressed 
Beijing for an extension of the boundary of 
Hong Kong. 

Although again under great pressure from 
the European imperial powers, the Chinese 
were not then prostrate, as they had been 
after their defeats in the two Anglo-Chinese 
(“Opium") Wars, and so they were able to 
avoid making an outright cession ol the 
territory Britain sought to add to Hong Kong. 
Britain had to settle for a lease with a term 
of 99 years, to expire on June 30 1997. The 
“New Territories" thus acquired, and since 
then so-cal led, embraced the entire Kowloon 
peninsula, and the large island of l^niauand 
some 200 isicts also came under the term* 
of the lease. There was dtsgruntlement in 
Hong Kong that the territorial extension had 
not been ceded, and succeeding colonial 
governors, in 1905. 1909, 1921 and 1927, 
urged that steps be taken to convert lease 
into outright ownership (Welsh 1993:330}. 
But London, putting imperial relations with 
China above the local hankerings, refused 
to make any such attempt. 

The 1898 treaty by which Britain thus 
extended its colony in no way invalidated 
the earlier treaties bjj which Hong Kong 
Island and the Kowloon lip had been ceded 
by China in perpetuity. But the colony’s 
own steady expansion, gradually making the 
New Territories an organic, and ultimately 
indispensable, element of the whole came 
to titian that a re^twdenng along Boundary 
Street (the name the only marker between 
ceded territory and leased) would be 
impossible: and thus the date of the tease’s 
termination came to be seen, by the ntid- 


20th century, as likely to entail the 
British rule in Hong Kong as a w 

Through the first half of the centur, 
attached little importance to Hon 
indeed consideration was given mr 
once to relinquishing the colony, or 
to surrendering the lease on t! 
Territories. Such suggestions came 
from the China desk in the Foreign 
in 1919 Lord Curzon, then foreign sc 
dismissed one such proposal as ”i< 
... impracticable" and “out of the qt 
(Welsh 1993:366). In 1941 the . 
rendered such debates among the 
irrelevant by seizing Hong Kong I 
“Co-Prosperity Sphere”, and dur 
remaining course of the second wo 
the question for the allies became 
Bntish rale be re-established after ■ 
As early as 1942 China put forwarc 
treaty providing for the surrender 
lease on the New Territories: Britain 
to consider the matter, but only after 
was won. 

Throughout the war there was 
American pressure on behalf of Chia 
shckx China for Britain to surrendt 
Kong. President Roosevelt was hi 
strong supporter of all China's 
Influential support for such a concc. 
China and therefore ti > the US was at 
in the Foreign Office, which placed 
American unity on war aims high ' 
wish for Britain to resume power ov 
Kdhg. The Colonial Office look the c 
view, arguing that Hong Kong shoul 
to China only in the context of a 
decolonisation in the Pacific region 
would include relinquishment by the 
only of the Philippines but also of 
Winston Churchill, like Curzon befc 
decisively opposed the proposal that 
should agree to give up Hong Ktu 
American* persisted, however. At 
Cairo conference Roosevelt, a 
consulting or involving the British. 
Hong Kong to Chiang Kai-shek 
inducement to concentrate on tight 
Japanese rarher than the Chmeaeconu 
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Conference in February 1945, Roosevelt 
again pressing for a British commitment to 
return the colony to China. Churchill again 
refusing. 

By the time of the Potsdam conference in 
; July 1945, the US wa* represented by Hany 
Truman and the new president, cognisant of 
thecomipdonoftheChiang Kai-shek family 
rule, did not share hts predecessor's 
passionate attachment to the Chinese cause. 
By then, however, the question had become 
practical rather thantheoretical: whichofthc 
victorious attied forces would accept (he 
Japanese surrender at Hung Kong, and thus 
establish aclaim tocont i nue as the territory' s 
governing authority? II the Chinese 
; Nationalists were to take over Britain would 
| certainly never regain the colony, and the 
i new British foreign secretary, Ernest Hevm, 
was lully alive to that danger. Unilateral 
action by Britain was impossible - or 
certainly impolitic •• since all British forces 
in the Far East had been put under A meric an 
command. Bcvin. insisting in a manner that 
Chian? Kai-shek considered "imperialistic, 
domineering and unbecoming to a member 
ot the United Nations" |Wotsh 1993.4291 
won his point with Washington and General 
MacAnhur was authorised to anangc for 
tfntish tones to lake the surrender ot the 
Japanese in Hong Kong - an arrangement 
which matched MacAnhur' sow n preference. 

A powerful squadron ot the Royal Nasy 
steamed into Hong Kong harbour on August 
MJ. 1945, a lonnighi alter Japan's surrender 
Hm the naval commander tound he had been 
liMcslaltcd: the British l lag was already I lying 
over the colony anil Ik- was welcomed jshorc 
hy a British acling-gowrnor Franklin 
; Gnu son. who had taken over as colonial 
: secretary (the second highest otliu-r in the 
'• administration) (list but ore tlic Japanese 
• invasion, had strode mil ot captivity on 
C learning of Japan's surrender and. ml he best 
{ tradition of the Colonial Service, exerted 
i simple moral authority to assert immediate 

■ control lor the Crown, browbeating his 
i erstwhile captors tmo accepting hts ordets. 
f Prime Minister Attlee messaged his 

admiration lor Climson's “vigour and 
i courage... m re-estahlislting Bntish rule in 
’ Hong Kong". 

Thus it came about that at ibe end >>l live 

■ second world war. when all «l the other 
; leases and concessions extorted Inuii China 
; by rival onpcnal powers over the ptevmus 
: century had been surrendered or revoked. 

; Hong Kong remained firmly in British hands 

And as Britain':, imperial retreat m the 
suecucding decades saw the red erased Irom 
the atlas cast ot Sue*, its rule in Hong Kong 
; was to continue unchallenged 
’ Inthe immediate post-war years Amcricun 

; pressure for giving the territory back to 
j Chhmg Kai-shek's China was revived. In 
’■ March 1947 the Ameocan ambassador in 

I ' ' 
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London advised the British government (hat 
a date should be set for Britain “graciously 
and generously" to return the territory to 
China, In Chungking (the KMT regime’s 
Iasi, and slipping, fingertip mainland capital) 

the American ambassador offered his British 
opposite number the same advice. But events 
on the ground were working swiftly to reverse 
that attitude. 

Ffars of Ciii.nf.sf Take Om 

The People's Liberation Army. completing 
a ureal victorious sweep south of the Y angtse 
troni us base in the north, took Canton in 
October 1949. Hong Kong experienced a 
sudden heavy influx of refugees Irom the 
mainland, quadrupling the population to 
something like three million, hetorc the 
communist authorities - to the relief of the 
colony s - closed live border in November. 
There was apprehension tn London lhal the 
lominunists would attempt to extend their 
conquest to include Hong Kong, and 
substantial Bntish trixipreinforcements were 
scut to make the point that any attempt to 
seize (he territory would he resisted. In the 
event, the PL A halted its advance at the 
Hong Kong bordci.' Bntish imsgiv mgs about 
ihe possibility of China's lorccl"! 
reclamation of Hong Kong persisted. 
iHiAiser. and a tew years laiei London, 
demonstrating Us new. posl-wai traclubrhty 
to American strategic interest, promised to 
withdraw Bntish support for Ihe PRC's 
assumption of China's I IN seat in rcium for 
a nebulous understanding that the US would 
“regard Hong Kong as a |otm defence 
problem" (Welsh I993;450|. Amcncan 
policy had reversed when China was "lost" 
to the communists, and Hong Kong became 
in Amcncan eyes au invaluable outpost for 
espionage and destabilisation eflons against 
the government now established in Beijing. 
With ihe Korean war the US consulate 
became ail open advance base in America's 
conflict with the People's Republic, and 
hugely expanded: tn 1453 it boasted four 
consuls. 20 vice consuls and a total staff of 
115. The go\ emor at the time recalled later 
thai he “took a poor view" of the activities 
ol the consulate, "the largest anywhere in 
ihe world", working "a! enmity with the 
iais lul government ol mainland China”. The 
CIA especially was. he thought, "extremely 
ham-handed", and "at one time we had to 
lake a very strong line to stop iIrti being 
so stupid" Hie counter-complaint w as v*need 
by the tailed presidential candidate Thomas 
Dewey alter a visit. The Bntish. lie reported, 
were "a serious handicap totiur intelligence... 
(They | thwart efforts hostile to Red China, 
which include American eflons at espionage" 
l Welsh I993.446J. 

There was anxiety at the turbulent height 
ot the Cultural Revolution that the tide of 
radicalism tn China might sweep over Hong 
Kong, where there was some noting. Had 
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they decided to seize (he colony the Chinese 
might have cited a recent precedent for the 
use of force by an Asian power to annex a 
residual imperial enclave, in India's invasion 
of Goa in 1961. In the event, China made 
no move against Hong Kong and main¬ 
tained the critical watci supplies which, if 
cut off, would have made other intervention 
superfluous. Recent evidence suggests, 
however, that Hong Kong hud a narrow 
escape. “Back in 1967", a senior Chinese 
official recalls, “it was Premier Zhou Enlai 
who at the very last moment stopped the 
‘Gang of Four' sending troops to Hong 
Kong”.’ 

Britain had been, in January 1950. among 
the first governments to recognise (he 
People's Republic (then holding its 
diplomatic relationship below ambassadorial 
level, however, to its later embarrassment). 
It was appreciated in London that the 
emergence of Chinese military power with 
the establishment of the new government in 
Beijing meant that British rule over Hong 
Kong could be maintained only so long as 
that was acceptable to China. It followed 
that - until 1992 - Britain look no steps in 
Hong Kong without giving full weight to 
the likely reaction in Beijing. That sensitivity 
to China's wishes and tolerance was most 
marked when the British were considering 
allowing democratic participation in the 
governance of the colony. 

rhis was a Lng-standing issue. From the 
beginning of British rule there had been 
demands Irom Hong Kong lor democratic 
rights: hu. 'hose came from the liny British 
population there, and looked in effect to the 
establishment ot untrammelled rule by 
themselves over the Chinese who constituted 
the overwhelming majority. Thus a petition 
to Lennon at the end of the I9lh century 
cited "the common right i t Englishmen" to 
mtinag - local affairs - proposing a 
"democratic" structure with an electorate of 
.some K(X) propertied white men within a 
population ol 2.11 .OOOChinesc. Asthemosi 
recent historianol’Hong Kong. Frank Webb, 
observes, "there was no possibility of a 
British government allowing the destinies of 
nearly a quarter of a million people to be 
decided by so small an oligarchy". London 
decided that Hong Kong would be much 
better off left non-democratk. as a Crown 
Colony in which “as far as. possible no 
distinction is made of rank or race than under 
(a system ot| representation which would 
leave the bulk of the population 
unrepresented” |Welsh 1993:311k 

So Hong Kong's system of governance 
continued unchanged into the 20th century: 
the governor alone respnocdile to London, 
but served by twoessenaally advisory (nates: 
the Executive Council tExcnt and the 
LcgmlWivcCouncil (Legal). In both councils 
there were “umuiiaaf members, nominated 
by the governor with a view to broadening 


13K5 



the community’s representation: the first 
Chinese was appointed to the Executive 
Council in the late 1920s. by a progressive- 
minded governor. Sir Cecil Clementi. The 
gales of change unleashed by the second 
world war blew over Hong Kong too, and 
the first post-war governor, Sir Mark Young 
(who had also been the last pre-Pacific war 
governor) conceived and announced plans 
for changes in the system to give “the 
inhabitants... a roller and more responsible 
share inthe management of their own affairs". 
That approach sat well with the commitment 
to decolonisation of the new Labour 
government in London; but Young’srenewed 
tenure was brief and when his successor, Sir 
AlexanderGrantham, took overin mid-1947. 
he applied the brake to (he “Young Plan", 
seeing a continuance of benevolent 
autocracy, exercised by himself, as in Hong 
Kong’s better interest. The government in 
London continued seized with Young’s 
project, however, even alterihc conservatives 
under Winston Churchill returned to power 
tn 1951; and a modified version of Young’s 
plan was approved by cabinet in 1952. “But 
before the new arrangements | for Hong 
Kong's governance] were made public, the 
governor [still Granthaml was visited by a 
delegation of the most prominent members 
of both councils with a plea that he should 
'stopthis madness, which will he the ruination 
of Hong Kong'. They argued that there was 
'no real demand whatever' for extended 
representation, [but that that| had been 
pressed |on Hong KongJ by a ’doctrinaire’ 
Colonial Office" [Welsh 1993.440], 
Grantham fully agreed with the views thus 
expressed, and on his report to London the 
Young Plan was quietly buried, and with it 
the chance of beginning tn move Hong Kong 
towards a democratic lorm of government. 

At about (his time, early in the 1950s. it 
began to he appreciated in London That it 
would not be possible for Hong Kong to be 
set on the mad to decolonisation that was 
to be followed passim in Britain’s great 
retreat from empire. In the classical instance, 
the local population would gradually be 
introduced to the principles and practices of 
parliamentary government, under benign 
British tutelage, while an Anglophone 
educational system produced a native elite 
who could he relied upon to sustain the 
system - and familial relations with the former 
metropolitan power-after independence 
was granted In the case of Hong Kong one 
pre-eminent factor ruled out that approach: 
the Chinese veto. To the gov ernm e n t in 
Beipng - andjustasmuchtothatinTaipch - 
moves toward* local democracy would email 
demands for Hong Kong’s independence, 
i e, its secession, and woo Id the re fo re be 
intolerable. Since the British had recognised 
soon after China “stood up" as the People's 
Republic, that then- continuance in Hong 
Kong rested upon Beijing's a cquiesc ence, 
a followed that no d emocrari sot ion could be 


venturedunlesssuchinitiativM bad Beijing** 
concurrence. 

Theoretical acceptance that Britaia’i right 
to stay in Hong Kong was finite did not 
become a matter of practical concern, an 
intimation of colonial mortality, until well 
on into the second post-world war period. 
There is some evidence to suggest that the 
ineluctability of transfer of sovereignty in 
1997 was first accepted by Edward Heath 
who) he was prime minister in 197). The 
context would have been the Heath 
government's desire to up-grade Britain’s 
diplomatic representation in Beijing from 
office of a charge d'affaires to full 
ambassadorial status, thus accommodating 
to the tide of world opinion then beginning 
to turn in favour of Beijing, and against the 
interests, until then twinned and made 
paramount, of Washington and Taipeh. The 
Foreign Office at first entertained the hope 
that an ambassadorial exchange with Beijing 
could be negotiated without sundering 
Britain's residual diplomatic link with the 
KMT regime on Taiwan. It, and presumably 
Heath, were bluntly disabused when premier 
Zhou Enlai told this writer, in an 
internationally published interview in 1971. 
that there would never again be a British 
ambassador in Beijing unless Britain “cut 
off its tail". The message was loud and dear, 
and it was promptly heeded by the Heath 
government. The consular office in Taipeh 
was closed, and before long the charges 
d'affaires in Beijing and London were 
replaced by ambassadors. 

If. as reported | Pamkeef 1989:128], Heath 
knew from 1971 that sovereignty would 
have to be transferred upon exptry of the 
lease, it seems likely that China's intention 
of reclaiming Hong Kong was made clear 
in the successful negotiations over raising 
the level of diplomatic representation, and 
that the Heath government bowed to that 
inevitability, and so informed Beijing. 
Further evidence for that conclusion may be 
seen in the British reaction when the PRC. 
upon assuming the Chinese seal in the United 
Nations in 1971, made it a first item of 
business lo have Hong Kong deleted from 
the UN’s list of territories due for de¬ 
colonisation (implicitly, independence), with 
the argument that it was not a colony hut 
pan of China that, as a result of a “series 
of unequal treaties which the imperialists 
imposed", lay under temporary, adverse 
occupation by a foreign power Britain did 
aot appose the deletion. Soon thereafter the 
Hong Kong government began to drop the 
word “colony" from its official nomeoditture 
and vocabulary 

So it appears that some Mac trails were 
uselessly explored by successive British 
governments as the years ticked by towards 
1997. There was discussion between Hong 
Kong and London on the basis of hope that 
if the lease’s terminal date woe simply 
ignored perhaps Beijing too might allow ft 
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fo pass without convnwnt nr phaaia<M 
seriously, U began to be hoped hi Lone 
that the Chinese, while insisting 
reclaiming sovereignty, might be perwai 
to allow Britain to continue to adtminii 
Hong Kong under wttat would in prac 
amount to an extension of the lease in b 
time (beyond 1997) and space (to incli 
the ceded territory). In that aspirsti 
appeared, not tor the first time, a faUun 
historical empathy on the part of the Brit 
For China the unfurling of the flag of 
People’s Republic over Hong Kong, 
reassertion ofChinese sovereignty, will m 
and symbolise the end of a century and i 
of territorial annexations and humiliatior 
foreign powers - Britain prime among if 
- and the suggestion that the Chin 
government might agree to an extensior 
the Hong Kong lease must have appea 
in Beijing as absurd, if not insolent. 

DeNO-THATOit*’s Joint Dkiasation 

On the British side there was intern 
debate on the question of whether or not tl 
should raise with Beijing the issue of He 
Kong's future, one school arguing that 
initiative should be left to the Chinese. 1 
assumption in London and Hong Ki 
through most of (he 1970s was that only 
British were seized with the issue of Hr 
Kong's future, since the Chinese made 
allusion to it. By 1979 those who argued 
a British initiative had won their point ■ 
it was decided that the governor. Sir Mur 
Maciehose. should bring up the issue w! 
he visited Beijing in late March that y 
(the first such visit ever), There w> 
misgivings on the British side, o 
'trepidation" because, as one member of 
mission put it. “we were moving n 
unknown territory'"(Cradockl994:16A|! 
as it turned out. (he territory had in t 
already been charted - by the Chine 
Maciehose and his parly were wrong-foo 
from the beginning of their rtiissu 
Expecting to have to work theft way up i 
protocol ladder towards a final meeting w 
Deng Xiaoping, as is customary tn Bciju 
to their surprise they found themsch 
ushered in to that audience at almost i 
beginning of their official programme, a 
they were surprised again when Deng hum 
look the initiative and raised the quest) 
of Hong Kong’s future. 

Deng first made it clear that t 
fundamental issue waanot opentoargumc 
sovereignty over Hong Kong had al»« 
tain with China and would continue to 
so.Theexact date whenChina would resui 
the formal exerase of that sovereignty h 
not yet been decided by hit govemme 
Deng intimated; it might be before 1997 
it might be after. But, be weal on. Ho 
Kong wea going to be h andle d as “e«pw 
region andaspeciafgnesrien'’. Hong Kon> 
caprtaBanyatiwi would noth* changed «b 
Chtaeltx* over bat wmddbe greeerved ”• 
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acor&Ktytoqpetiodoftirte between 
this century and tarty next century". 
Therefore Investor* in Hong Kong could 
**pirt their heart* at ease”, and Maclehose 
should tdl them to. At might have been 
expected, by then the Chinese had already 
fully studied the implications of the 
approaching expiry of the lease. A special 
team had been set up for the purpose; Deng 
had held talks with people from Hong Kong 
and had sent others from China to investigate 
on the (pot. The essence of the Chinese 
approach to Hong Kong's recovery had 
already been formulated in what the Chinese 
later described as a 12 point policy document .* 
That was not disclosed to the British then, 
however, and it appearsthat their first detailed 
intimation of what Beijing intended came 
in September 1981 inadeclaration of China’s 
policy towards Taiwan, promising that after 
unification Taiwan would be allowed to 
retain its economic and political system 
unchanged. 

It appears that the negative response on 
Taiwan to the PRC’s approach, and other 
factors such as the establishment in 
Washington of the strongly KMT-supportive 
Reagan administration, then led Beijing to 
a fundamental shift in priority: it reunification 
with Taiwan had retreated over the nme- 
hori/on that disappointment imparted 
urgency to the question ol Hong Kong. 
There the expiry ol the lease made 
reunification inevitable and, in the Chinese 
perspective, imminent A calm reasscnion 
at Chinese sovereignty that left Hong Kong 
to flourish undisturbed as acapitalist enc lave 
of the motherland could demonstrate to 
Taiwan the genuineness and value of the 
PRC’s offer. When Edward Heath visited 
Beijing in April 19X2 Deng Xiaoping asked 
him directly whether Bniatn would co¬ 
operate in a settlement on the lines of 

Bcijtng's“wvecountry,twosystcms''Tdivsan 

policy, with Hong Kong coming under 
China’s reasserted sovereignty and run hj 
a government composed ol Hong Kong 
people fCradock 1994.171) tAt that time 
the Chinese were amending their constitution 
with an article providing lor the establishment 
of "special administrative regions which 
could be governed by laws diftcicnt trom 
those applying in the rest ol the country.) 
London, then pre-occupicd with war over 
the Falkland*, chose not to respond to that 
message (which was perhaps tainted in prime 
minister Thatcher’s view by Deng's choice 
of her disliked predecessor as messenger) 
and far some fime yet the British sustained 
the hope that 1997 might not have to mark 
the twmlnataan of fheir administration in 
Hong Kong, even if Chinese sovereignly 
had to be acknowledged 
The influence of the Falkland* conflict on 
Margaret Thatcher, on her attitude in 
mnmtsU of the British empire, to issues 
BritaM'tatrvereignty. and t«the competence 
’ of theForeifn Office, was sharp! y to impinge 


on British policy toward* Hong Kong, then 
and later. A visit to Beijing by Thatcher had 
been arranged, well in advance, for autumn 
1982. From April to June in that year no 
issue other than the war to regain the 
Falkland* from Argentina was admitted to 
the prime minister's attention; even after 
that war. “the thought of sticking a Hong 
Kong file, |labelled| ’Proposal to Divest 
Sovereignly over Hong Kong to Foreigners’, 
under Mrs Thatcher's nose in her hour of 
triumph" was daunting to her officials and 
colleagues [Cottrell 1993:701. When they 
finally brought themselves to it. after the 
Falklands victory service in St Paul's 
Cathedra], the prime minister opened the 
meeting with u strong argument for standing 
fast on the international legitimacy of the 
treaties which had ceded Hong Kong Island 
and the Kowloon tip to Britain in perpetuity. 
Then, at this meeting at 10 Downing Street 
on July 28, 1982, were set out tor the first 
time the choices which a decade later would 
hotly be argued in public. Sir Percy Cradock. 
the ambassador in Beijing, conceded that to 
take a lough and adamant I tne against Beijing 
was possible and could yield short-term 
political rewards and satisfactions; but he 
pointed out that the people of Hong Kong 
would have to pay for that soon after, since 
China could easily evict ot extrude the 
British, however defiant their posture, and 
enforce the takeover on Chinese terms. 
Belter, then, he argued, to negotiate to 
extract tnim China the best terms available - 
the best, that is, for the future of Hong 
Kong. The prime minister was unconvinced 
[Cottrell 1993:70-711. 

By the time she reached the Beijing 
summit, her meeting with Deng Xiaoping 
on September 24. 1982. China’s intentions 
lor Hong Kong had been elaborated in Beijing 

and unofficially articulated in Hong Kong 
itself in ptommcni articles in the Chinese- 
language press, reflecting detailed official 
briefings.' Not only that, but on the very eve 
of Thatcher’s arrival, the Chinese spelled 
out their position to Thi Doily News, a major 
Hong Kong English-language paper: The 
Chinese leaders willolftcially mlorm British 
Pnmc Minister Thatcher during their talks 
that China is determined to regain complete 
sovereignty over the New Territories. 
Kowloon and Hong Kong Island in 1997 
when the lease on the New Territories 
expires., thus concluding British rule over 
Hong Kong...” The Chinese were not going 
to put anything on the table lor bargaining 
purposes, the arttele went on, but would 
simply "notify Britain about the Chinese 
position”. As lor the suggestion, floated by 
the British, that they would “retain the right 
of administration m exchange for yielding 
the right of sovereignty”, that was absolutely 
impossible." [Cottrell 1993). 

In spite of all that, the gist of which was 
summarised by Deng to Thatcher when he 
opened their discMskm. m her rejoinder she 


took her stand again on the validity of the 
two 19th century treaties which had ceded 
Hong Kong and the Kowloon tip to Britain 
in perpetuity. That, by alt accounts of the 
meeting, angered Deng and he did not 
disguise it. He took up her warning (in the 
context it would have sounded like a threat) 
that if there were no agreement between 
Britain and China the consequences for Hong 
Kong would be “disastrous" with a counter- 
warning, equally an implicit threat: if serious 
disturbances should arise in Hong Kong 
before 1997 then China "would be compelled 
to reconsider the timing and manner of the - 
takeover "* All that emerged from the 
meeting was an agreement to open 
diplomatic exchanges on the future of 
Hong Kong, with the "common aim of 
maintaining [its) stability and prosperity” - 
hat and a marked souring of the atmosphere. 
Thatcher intensified that by publicly 
repeating, in China and again in Hong Kong, 
her estimation of the inviolability of the 
Hong Kong treaties, "unequal” or not. and 
her belief that if a government repudiated 
one treaty, the value of its adherence to 
others must become questionable, thus 
seeming to impugn the PRC’s international 
trustworthiness. The Chinese responded in 
kind, and severe criticisms of Thatcher and 
Britain began to appear in the Chinese pres*. 
Alarm spread in Hong Kong, reflected in the 
stock markci and the value of the currency. 
The control. :ation which Thatcher had 
brought about led a British correspondent 
in Beijing to observe. "Seldom in British 
colonial history was Ml much damage done 
to the interest* or so many people in such 
a short space of time by a single person” 
[Cottrell 1993.94], 

In diplomacy as in war. no exercise is 
more uitficult than a corirolletl retreat, and 
that is what Briinn now I ad to execute until 
it am- “d. as though of its own volition, at 
the pos.tion marked out for it by Beijing- 

So, after feelers, explorations, mis-xtaiu. 
oracular assurance*, misunderstanding*, 
rows, and extensive diplomatic exchanges, 
the British side finally accepted that as trim 
midnight on June 30. 1997 Bntain would 
have no further role in the administnaionof 
Hong Kong, with China becoming from th*» 
hour the sole sovereign and administering 
power. From that point true negotiation may 
be seen to have commenced, with the British 
side seeking, patiently and tenaciously, 
drawingon the best tradition* of the Foreign 
Office - inaworel.prwtess»unaUy~tooli»niJi 
for Hong Kong and its people the strongest 
possible assurance -that reversion to China 
would not enUil the abrupt and forceful 
imposition of an alien and repressive regime, 
but could be accomplished without drank 
change in their governance sod way of life 
Beijing had already offered as much in 
general terms, it was up to British diplomacy 
to cement that offer into exact detail. And 
throughout the British side had to accept dial 
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if they failed to wta Beijing’s acquiescence. 
China could impose its own schema for 
Hong Kong on July 1. 1997. 

The derails of the protracted negotiations 
in which the British side fleshed out, with 
China's agreement, (he “second system" (hat 
would obtain in Hong Kong after it became 
pan of “one country", need not be traced 
in this paper. An agreement was initialled 
in September 1984 and in December that 
year prime minister Thatcher returned to 
Beijing and in the Great Hall of the People 
signed with premier Zhao Ziyung. in (he 
approving presence of Deng Xiaoping, the 
“Joint Declaration on the Question of Hong 
Kong", which was duly registered with the 
United Nations as a treaty. 

The Joint Declaration affirmed that China 
had “decided to resume the exercise of 
sovereignty over Hong Kong” from July I. 
1997. and that Britain would "restore Hong 
Kong" to the PRC on that date. The text, 
with its extensive elahorativc annexes, 
amounted to a 30-year guarantee by Chino 
it non-interference in the internal aflairs of 
what would become in 1997 (he Hong Kong 
ipccial Administrative Region (HKSAR) of 
he People's Republic Those arrangements 
were to he codified by China in a “Basic 
_aiw’’ - in effect the HKSAR's constitution. 

The Chinese cent ral government would he 
esponsihlc only for the region's foreign 
elations and defence. The government ot 
he HKSAR would he composed of local 
nhahuants. and thcchict executive < replacing 
he governor I would t>- appointed "on thc 
•six of elections or consultations to he held 
ocally" That would be a signal dcmocialic 
idvance on British practice (and the hasic 
w was to provide that in later years, in 
•radual and orderly progress", the 
Hnocratic principle would he extended with 
K “ultimate aim [olj selection of the chief 
xecutfve by universal suffrage...", the same 
im to apply to membership of the legislative 
nuncil). The Declaration made explicit (he 
tpticaiion ol the “two systems" maxim: 
he socialist system... shall not he practised" 
nd “Hong Kong's previous capitalist 
idem and lifestyle shall remain unchanged 
ir 50 years''. The maintenance ol civil 
rentes and political rights was pledged and 
xxificd: the Hong Kong dollar would 
mtinue ax the currency and the region, a 
tc port Mill, would he able "on its own |!»| 
atatain and develop economic and cultural 
auons and conclude relevant agreements 
ill states, regions and relevant irttet- 
kwmI organisations'' 

The Chinese had sought to establish in 
mg Kong a Jotnt Commission to oversee 
• dusMf years of the transition period, 
northing due Ihr Brrtrsh resisted as trkeiy 
lead to emergence, ta effect- at a 
untvinacJ Watered down, the Chinese idea 
urged m the JoiM Declaration os U>c Jram 
itwin Group (JLG) This was. explicitly, 
a an utgua of power" hut a committee 
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to facilitate consultation and the exchange 
of infarmatioo. enabling the two sideti to 
■'continue their discussion* in a friendly 
spirit and to develop the co-operative 
relationship which already exfst(ed|...", and 
so work towards a smooth iramfer of power 
in 1997 [Joint Declaration Annex It). The 
British, who had found this “the most 
troublesome issue" tn the negotiations 
(Cradock >994:198], turned the proposal to 
their advantage by persuading the Chinese 
to let the JLG continue its work until January 
I. 2000 - thus extending Britain's official 
role, t n at least a monitoring capacity. beyond 
the transfer of sovereignly. 

The British government could reasonably 
- and did -trcgard the Joint Declaration as 
a signal diploQMtic triumph. Prime minister 
Thatcher congratulated Cradock on "an 
excellent result - progress beyond all 
expectations" (Cradock 1994:204], The 
Chinese too gave every indication of being 
wdl satisfied with so solemn and public a 
demonstration ot their readiness to give full 
body to the spirit of their “one country, two 
systems" maxim. Indeed, years later the 
Chinese were to issue a reminder that ihc 
Declaration was essentially "all their own 
work". In 1994 Lu Ping, who had been a 
member ol (he Chinese team entrusted with 
evolving policy on Hong Kong in the 1970s 
and was by then director ot the Hong Kong 
and Macao Aflairs Office, said lo an elite 
Hong Kong audience. “I want lo cmphusi.se 
that these basic policies (expressed in the 
Joint Declaration and later laid down in the 
Basic Law | are not the result ot the Stno- 
Hntixh talks They were, as a matter of tact, 
laid on Ihc negotiating table by the Chinese 
Government right from the beginning".' 
British accounts o! ihcexicndcd mid arduous 
diplomatic process which culminated in the 
Joint Declaration often tail to give lull 
recognition to that underlying - and 
undent able - fact. 

The signing ol the Joint Declaration 
marked (be high point in Sino-Bniish 
relations, and that agreement was to he 
faithfully embodied in the haste law. 
promulgated by Beijing in 19*10. to govern 
Hong Kong's future status. 

Ltrkiso Sispktonx 

Beneath the handshakes and effusive 
toasts that accompanied the celebratory 
lormalrsaiion of the Declaration, however, 
there were reservations, even resentment 
and traces of distrust # on both sides. In 
Bnum, and especially among members of 
the Conservative Patty, there was some 
I eel mg that the government had cause (or 
embarrassment, even shame, rattier than 
pride in that, whatever the diplomatic 
arrangements, the fact was that the people 
of Hong Kong were, tmconsolted. to be put 
under uiimute communist rule. Less openly 
expressed but widespread was the sense that 


Ip receMng back avaaflY Wealthy iater- 
natkmpl city .ta mtam for the insignificant 
and barren island they had been famed to 
reftnquish a century before. There was 
scepticism too about the value of Beijing's 
guarantee, suspicion that it might turn out 
to be “a scrap of paper”. 

On the Chinese side there was, beneath 
satisfaction that the' old ignominy of the 
“unequal treaties" by which Britain had 
annexed Hong Kong and extorted the lease 
was at last to be expunged, a suspicion, even 
an expectation, that the British would not 
keep their side of the agreement but would 
attempt to prolong their influence ta Hong 
Kong, or even to wreak an injury on China 
that would outlast their departure. Such 
duplicity was perceived to be in the nature 
ot imperialism. Moreover, in China's 
historical experience the British, the 
dominant European power in the epoch ol 
Europe's Asian hegemony, had come to be 
secn as especially untrustworthy: Mao 
Zedong himsclt had warned that the British 
ruling class were "past masters ol 
machination and manoeuvre” lYahuda 
1993:2521 Precedents for what might be 
attempted were seen in the festering Kashmir 
dispute in south Asia and in the 
decolonisation of Africa - new states Iclt 
stripped bare by their departing masters 
could Britain he trusted not to leave Hong 
Kong’s exchequer empty'.’ Deng Xiaoping 
had admonished Ihc Chinese negotiating 
team, prior to the agreement expressed in 
ihc Declaration. “Watch those Bntish lest 
they grab Hong Kong's capital'’ (Yahuda 
1993:2531. Chinese anxiety that the depart my 
tenant would, so to sficak. strip out the 
fixtures and destroy the carpeting before the 
landlord look over the premises in 1997 
underlay muchol the difficulty in negotiating 
the Joint Declaration Cradock. patronising 
the Chinese misgivings on that score as 
primitive suspicion', noted with satisfaction 
that the Chinese hud been reassured by the 
end of the negotiations. Deng himself 
remarking that they “had now come lu the 
conclusion that, in the matter of Hong Kony 
they could trust us" fCradock 1994.2031 
But some senior people on the Chinese side 
never shared (hat confidence - and after 
October 1992 they fell their suspicion to 
have been fulfilled 

One area of potential misunderstanding 
and disagreement could b^ discerned in the 
Declaration itself. The two parties agreed 
that “in order to ensure a smooth iransiet 
of gov ernment in IV9T' the friendly *.<■ 
operation which had produced the 

Dectaratto* must be continued in ihetmerun 

and that beginning with the 1990s there 
wtf be a trend for closer co-operation, which 
wfBtherefore be tatemlfied during that|finaJI 
period" But it was also declared that (he 
British -would continue in be solely 
rejpWMble for the administration of Hong 
Kgp hi dra fnseritn: and to the Brich* taai 
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mmt Dut'tiwtr sovereign power* would 
lawa afawhiU tWril ihdr final midnight 
struck. tacreaaiogly .clow co-operation, 
cnudllng incfeasiflgly frequent and regular 
consultation, would obviously be necessary 
jf both aide* were to be prepared lor the 
hand-over in 1997. Ideally, indeed, the 
Chi Mae should bein vd ved in the governance 
of Hong Kong before their full take-over - 
just as, in the case of India, for example. 
Indians had begun to play a full role in an 
interim government months before 
independence day, a pattern repeated in 
almost all British acts of decolonisation. 
Therefore the British insistence upon their 
right to preserve sovereignty unadulterated 
until the final moment, and ihetr recognition 
that consultation to seek agreement would 
imply China's right to veto some British 
intentions, from the beginning, and markedly 
in the 1990s. pointed them toward* breach 
of their treaty obligation to "close and 
intensifying" consultation. 

Through the 1980s those antagonistic 
undercurrents remained latent. Then came 
Tiananmen. That act of violent repression. 
China's Peterloo, was outstanding more in 
the accident of its live international television 
coverage than in its brutality, which had 
many equivalents at the time and has had 
more since. But it undid in a night all ihc 
international goodwill China had earned in 
its post-Mao probation period, and seemed 
to throw a balelul light on what Hong Kong 
might expect alter 1997. The teeling within 
the ruling Conservative Parly that China had 
got away with too much in the Joint 
Declaration hardened and becamcenfiamed. 
There were calls lot repudiation of the 
Declaration - or at least lor use ol the final 
phase of colonial rule to introduce fully 
democratic electoral procedures, even it that 
required unilateral action taken m d< bailee 
of China. 

The lext of the Declaration 
mat even as late as 1984 Bntain a' ■. cJ 
no great importance to die establishment ol 
democracy hi Hong Kong, a lack ol interest 
largely shared in the territory at that link 1 
- "In Hong Kong, before the ncgob .oons. 
democracy was rarely sought and scarcely 
heard of (Cradock 1994:2261 li> o>K 
manifestation in Hong Kong's polity * 
election, from 1981, ol a minority o! memlvic 
to the district boards, the lowest level ol 
local government, and those changes had 
been introduced gratuitously, ihat is nw m 
response to demands tn Hong Kung Noting 
that Hong Kong had been ihc mosipohiio.nly 
docUenfcotosnexdunngahall'-ceniury when 

in almoat evety other Bniish colony there 

w ere p r w utes for sdf-govcmmcnl.aweMeni 

st^tolof|^^e goes on: "Peking’s reminders to 
the cotonu)farts and to the colonised that it 
did mm went anyone demanding or getting 
representative government in the lemuay 
do not quite explain why this educated, 
literate and wdMnfbrmed populace was 
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never really interested in running its own 
community affaire imd did as it was told": 
and finds in that confirmation ol' his general 
point that Chinese bourgeoisies would rather 
accommodate themselves to governments 
than get involved directly in the struggle for 
political power [Jenner 1994:1911. 

The only references to elections in the 
Joint Declaration are. first, in Ihc provision 
that the chief executive will be appointed 
by Beijing "on the basis of ihe results of 
elections orconsullations tube held locally”: 
and, second, in the provision that ihc H KSAR 
legislature “shall he constituted by elections”. 
Since “elections" were undefined, those 
provisions were barely more than u sop to 
British domestic opinion. Evidently, the 
British negotiators had to agree with their 
Chinese opposites that continuance of 
autocratic governance, hopefully henevoleni, 
would still be appropriate for Hong Kong 
after 1997. The British, having to admit Ihat 
during their colonial stewardship they had 
never considered it appropriate to introduce 
democratic tonus in Hong Kong, were hardly 
in a position to insist that China should do 
so on taking over. 

China's original agreement, then, was lo 
leave Hong Kong for 50 years much as ii 
was in 1984 when Ihe Declaration was 
signed - when there was almost nothing 
democratic about Hong Kong s lorm of 
government. The only advances lo be made 
in ihc direction of democracy lay in the 
undertaking that appointment of the chief 
executive and members of the legislative 
council wouldinvolvesomeformot electoral 
process and, more important, that Hong Kong 
people (inferrcntially. Chinese) would 
constitute the government. 

The British pursued the issue of 
representative electoral procedures in Hong 
Kong, however, and. in a protracted exercise 
m diplomacy tsecref. as normal) persuaded 
;he Chinese lo re-open the subject in the 
period between signature of the Joint 
Declaration and Beijing's promulgation of 
us Basic Law. The Hong Kong government 
published a series of consultative documents 
introducing ihc prospccl of gradual 
dcmocraiisation lo public consideration. 

With Beijing's acquiescence, first steps 
were taken in (he later 1980s to introduce 

dcmocraticelementsintotheelectoral system. 
Plans were laid for establishment of 
"functional constituencies" tor seal* in 
Legco, composed of leading members of 
trade and professional groups;* and for 
arranging fora proportion of Legco members 
io be directly elected, that proportion to 
inc rease over time. In 1991.10 of Legco * 
60 scats were io be directly elected. 15 in 
1995. Those innovations, entirely contrary 
to Britain's previous practice in Hong Kong 
and fundamentally opposed lo China'* of 
course, were ail accepted by Beijing. Thus, 
m ihts still timely afterthought. Britain 
. ,), v ^vwt m puumg Hong Kong on to “the 
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democratic road”, with Beijing'* agreement: 
and managed to put that road on an upward 
gradient, so that' the democratic dement in 
the polity would increase before 1997. 

The crux of that success was Beijing’s 
agreement, an expression of the “principle 
of convergence" which was now to become 
an essential element in all dealings between 
Britain and China over Hong Kung. With 
two separate and very different engineering 
enterprises engaged, so to speak, in building 
a bridge over a chasm from its opposite 
sides, it was essential that the two segments 
of Ibcir grpat arch should meet precisely in 
1997: the tolerance had to be fractional. 
Since the British had persuaded Beijing that 
the Joint Declaration need not mean that 
Hong Kong's polity had to be frozen and 
fixed from 1984 to 1997. it followed that 
any changes made lo it by the Brinsb had 
to he not only acceptable to Beijing, hut 
formally agreed. Adherence to the principle 
of convergence implied dial Britain had 
tacitly relinquished Ihe right lo make 
unilateral alterations to Hong Kong's 
structure of government. On the other hand, 
it also gave Bntain a degree of influence 
over the arrangements the Chinese were 
making or post-1997 Hong Kong " a further 
opportunity of shaping the scene after the 
transfer and of ensunng that '{political] 
evolution in ihe final year would survive the 
transitions" ICradock 1994:218). Thus, 
although lav tor Hong Kong, in practice 
(here was consultation over it. die Chinese 
showingthemselveswillinglotakeihe views 
of the British into account. So 'Ihe principle 
of convergence” would complete the bridge 
over which the "through train" would 
smoothly run in 1997. 

After Tiananmen a division began lo appear 
within ihe British government’s inner 
councils, what the Chinese might call a 
"two-line stnigg..e". w On one side,among the 
politicians and reflected in much of the 
press, there emerged a school that itched for 
confrontation with China, for using the last 
years of power over Hong Kong to make 
grand gestures of democratic magnanimity 
in defiance of Beijing. On the cXher side 
there were the professionals in the Foreign 
Office, mostly China specialists, who had 
negotiated the Declaration, believed in 
Beijing's good faith, and took the realistic 
view that to introduce changes in defiance 
of China would not on!; he provocative ten 
also futile - since such ch a nges wwdd jhe 
undone on July l. 1997 - mid therefore 
deeply injurious to Hong Kong's hope for 
an undisturbed future. Bath sch ools agreed, 
however, that in the light of Tiananaaon a 
attempt must be made to give further impetus 
to Hong Kong's progress toward* demo¬ 
cracy so that electoral procedures would he 
more developed, and hopefully more secure, 
by 1997. 

At (his point the suiotagkal pragmatists’ 
argument, that no changes were worth 
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introducing in Hong Kong unless.Beijing 
agreed them, prevailed. Appreciating that 
the Chinese leadership was feeling aggrieved 
about Tiananmen, not guilty, and that the 
open support extended to the Tiananmen 
demonstrators from Hong Kong had looked 
to Beijing like the sinister beginnings of 
subversion, it was appreciated in London 
that the Chinese mood would make 
negotiations to win further concessions 
towards democracy very difficult, ft was 
decided to send Cradock, by now foreign 
policy adviser at 10 Downing Street, as a 
personal emissary from Thatcher to the 
Chinese' leadership "to open the case for 
more democracy in Hong Kong”. Since it 
was recognised that to put public pressure 
on China on this - or indeed any - issue 
would be to court failure, Cradock’s mission 
was kept secret. “In spite of allthe difficulties, 
it was very successful. 

The earlier negotiations bad produced 
agreement that elections due in 1991 would 
provide lOdirectly elected places in Legco's 
total of 60 seats, increasing to 15 in the next 
round, due in 1995. The British now aimed 
o elevate that gradient to provide at least 
20 directly elected seats in 1991, going up 
to perhaps 25 in 1995. Cradock describes 
what happened; 

The Chinese were tough and unyielding. 
They did not understand and deeply mis¬ 
trusted our wish to double the number of 
directly elected scats in 1991 ... They remind¬ 
ed me that there had been an understanding 
on that point which should not he overturned 
by sudden fluctuations of opinion in Hong 
Kong. They saw such changes as related to 
(the Tiananmen incident] and. as such, 
particularly suspect, in fact a sign of a 
conspiracy to • exert pressure on China 
(Cradock 1994 . 231 ]. 

Cradock understood that he was not encoun- 
iring mere intransigence but rather the 
xprcssiort of the "profound suspicion on 
ic Chinese side of western-style democracy 
s a force for political change and instability, 
wen chaos” (a suspicion shared in other 
acific-rim states, it may be noted). He also 
ms admonished with a grave warning that 
the British should choose to act unilater- 
y in this matter China would simply 
rverse such changes in 1997. There would 
sen he no “through train” (i e. a legislative 
ouncil elected in 1993 to continue without 
range or interruption through the 1997 
metion); instead there would be “big trou- 
e”. Cradock’s efforts were only the open- 
tg move in an extended diplomatic exercise 
diidi had to involve numerous exchanges 
foreign minister level, in what later be- 
aae known as “the seven letters ”." The 
itcome wee a further achievement for 
rttam, and advertisement for the potential 
tk&at, private diplomacy. The Chinese 
rend to increase the number of seats to be 
Ktfyek&alm mi to It: to 20m 1995. 


to 24 in 1999, and to 30 (half of Legco) to 
2003. 

The concept of the “through tram” was 
made explicit at this stage: “fTJhe Chinese 
side agreed that if the formation of the 
legislative council in 1995 accords with the 
stipulations in the basic law, the membership, 
after confirmation (by] the preparatory 
committee, can then constitute the 
membership in the first legislative council 
of the Special Administrative Region" 
[Beijing Review. November 6, 1992]. The 
catch, as was later to be appreciated, lay in 
the need for“confirmation by the preparatory 
committee”, a body which was to be 
constituted by China. Would Legco members 
such as Martin Lee, whose new United 
Democratic Party had won 14 of the 18 
directly elected seats in 1991 on what 
amounted to a separatist platform and who 
at the time of Ticnanmen had called for the 
overthrow of the Chinese government, be 
confirmed inofflce? Or would their electoral 
legitimacy be held to be vitiated by their 
“subversive" activities? The political future 
of Martin Lee and his party colleagues after 
1997 was to become a matter of high concern 
to the British and Hong Kong governments, 
in the writer's view misplaced. Indtscusskms 
in Beijing in May 1993 senior officials 
indicated that they saw Lee's as a trivial rale 
in the great drama of China's reclamation 
of Hong Kong, and that what he said and 
did alter 1997 would decide his future, not 
what they saw as his demagogic tactics prior 
to that date. 

Cradock and his colleagues in the foreign 
office seasoned their high satisfaction with 
their achievement with the recognition that 
with it they had reached the aid of that road, 
on which Beijing had erected the sign, “Thus 
far and no farther.'' 

Another consequence of Tiananmen was 
the reopening of the vexed and invidious 
issue of immigration into Britain from Hong 
Kong. Reacting to the consequences of the 
absent-minded or at least unthought-out 
immigration policy which in the 1950s began 
to turn Britain into a multi-racial society, a 
series of governments had methodically 
closed the country's doors against further 
mass influxes: in the course of (hat (hey had 
excluded the Hong Kong Chinese, who were 
progressively deprived of their earlier right 
freely to enter Britain to exercise there the 
Tight of abode”. Tiananmen strengthened 
and embittered the feeting in Hong Kong 
(almost exclusively, must be said, among 
the anglophone elite) that Britain was 
throwing to the communist wolves many 
who deserved a belter fate. Immediately 
after Tiananmen the governor, Sir David 
Wilson, took that message, to London, 
proposing that to meet .itbe fearful 
apprehensions of many to HOftg Kong the 
right of abode in Britain stowId be re- 
extended to all Hong Kong midumi who 
heU British p a ssp o rts - about luff of the 


cotenS's p opu la tion ofatomtifton. Cmdeck 
reports thatThatcher*twj cd> an tow sharp - 
and he tends towards understatement 
[Cradock 1994:235]. The suggestion that 
her government could permit Chinese 
immigration on such a scale must have left 
her with the impression that Wilsop had 
been so long in volvedinsinoiogy and dealing 
with the Hong Kong question as to render 
Mm insensitive to domestic political realities. 
(For some time before this the prime 
minister’s office had been registering 
complamtsaganst Wilson from some leading 
British business houses in Hong Kong, 
alleging- that he was not sufficiently 
committed to their commercial primacy.) 
From that moment, it appears. Wilson’s 
tenure b foreshortened, a decision that 

was to have mometuoos consequences. 

Patten's Audacity 

Beginning in 1971 British governments 
had changed the mrtureof their appointment *, 
to the Hong Kong governorship. Until that 
year the governors had been drawn from the 
cadre of the Colonial, later Commonwealth 
Office. Appreciating that until 1997 the 
dominant issue concerning Hong Kong must 
be its approaching reversion to China and 
that therefore relations with Beijing would 
be the key factor, the British government 
turned to the Foreign Office and its China 
hands to fill the governorship. Maclehoxc. 
Sir Edward Youde, and Wilson were 
successively, from 1971 to 1992 . of that 
distinguished ilk; and when Wilson wa*> 
appointed in 1987 the prospect was that, like 
his predecessor but one. Madehosc (Youde 
had died in office), he would serve two five- 
year terms and thus see Hong Kong through 
to its reversion. 

There was a corollary to Thatcher’s 
conclusion that Wilson should be replaced, 
the decision that his successor would come 
not from the Foreign Office stable o! 
sinoiogist/dipiomats but be of another breed 
entirely - he should be a politician. The 
thinking behind that was igtuitive rat hr 
than logical. One strain looked back to 
Britain's successful exit from another colony. 
Rhodesia, which, despite the trauma of a whi 
for independence, had been eased into birth 
as Zimbabwe by the robust but emollient 
midwifery of Christopher Soames. » 
Conservative Party grandee who served as 
the last governor there. Another element in 
the thinking behind that decision, u may I* 
inferred, reflected the nagging Conservative 
res e ntment that someho w the Chinese were 
getting away with too much in Hong Kong, 
and that the blame for that lay on the foreign 

office-which, with reason. Thatoher Mamed 

for disastrous inattention to Argentina * 
intentions toward* (he Falkland* A 
politician, one unenc um b er e d watt any 
special kn owledg e of or fed for Chin* ^ 
the Chinese, might ato be haafchiJy tgnw** 

of tfw protocol of tiwlrowtow and tberriore 


« 


Boommle mi HMat W«My Urn* W, 




benttftlflpMto "send up to the Chinese’* 
fort ilHt" fhefeririwuo replace Wilson 
with • potWdaa did not go unchallenged 
Cradoek, aid) the prime minister s foreign 
policy adviser, waned of the complications 
that such m appointee would be likely to 
create. 1 * George Walden, a Conservative 
member of parfiamem with a Foreign Office 
background as a China and Hong Kong 
specialist, also warned when the prime 
minister asked for his advice on the choice 
of a replacement for Wilson, replying: 
“Whoever it is... don’t send a politician. In 
Hong Kong we are in the classic British 
position of having responsibility without 
power, and it would be wrong to promise 
things we are in no position to deliver” [The 
Daily Telegraph, February 25, 1994], 
Wilson was left in post until the wheel of 
political fortune in Britain turned up his 
successor. John Major, on his election to the 
prime ministership after Thatcher's ouster 
in November 1990, saw no reason to 
reconsider his predecessor’s decision that 
Wilson should be replaced, and with a 
politician. The general election that followed 
before long solved for Major the problem 
of choosing a successor governor. The 
Conservative campaign had been organised 
by Chris Patten, a close colleague and 
personal friend of the prime minister. As 
party chairman Patten had directed a 
campaign of such vigour - his opponents 
would have added "and deceit”-that it 
confounded all expectation and saw the 
Conservatives returned to office for a 
remarkable fourth successive term. Patten's 
triumph would have been complete but for 
the eltxton of Bath, his own constituency, 
who had turned him out of parliament. Major 
therefore did what a Tory predecessor had 
done in 1877. made “a purely political 
appointment, (and] awarded | the Hong Kong 
governorship! to a former Tory MP as a 
consolation prixe".'' Wilson was promptly 
withdrawn to make way for Patten 
Chris Patten, then 48, wss of a genus not 
as common in Britain, and certainly not in 
the Conservative Party, as in the US: a 
lifelong, professional politician. He had gone 
straight from Oxford University to the party 

Mareaearcher, and thereafter steadily worked 

his way up to cabinet office, in which he 
had served at minister for overseas 
development (which gave him the 
opportunity to spend a few days in Hong 
Kong), then of the environment. The patty 
chairmanship, which followed, was 
something of a crown of thorns, and Hut for 
Mi defeat in Bath Patten would certainly 
have gone on as hold one of the great offices 
of stale, home defence or the foreign office. 
Prem such an elevation Ihe prime 
minirtarahip itself might well have come 
witWa his reach. Hla constituents had dashed 
feawhriahtpeoapeets, and the national mood 

o»de It apparent thattoarraogeiby-clcction 


to enable him to return to the house of 
commons would be to invite aseconddefeat, 
however safe the chosen seat might look. 
Thus the Hong Kong governorship must 
have appeared to Patten as a golden 
opportunity to begin rc-buikiing a broken 
career, on new, international lines. 

As well as that opportunity - a moment 
in history as ‘The Last Governor" 14 - and 
a very high and almost tax-free salary the 
post presented its incoming incumbent with 
a sharp political dilemma, perhaps a moral 
one. The accomplishment of Hong Kong's 
smooth transfer to Chinese rule would 
demand scrupulous observance, in spirit and 
in letter, of the Joint Declaration, and 
increasingly close liaison with the Chinese. 
But for Patten to pursue such a course of 
policy would have been to continue the 
approach of his three predecessors, and thus 
open him, as it had them, to criticism and 
sneers about kowtowing from Conservatives 
and their journalistic spokesmen. An added 
factor was that as a demonstratively devout 
Roman Catholic Patten would have had 
religious reinforcement for ideological 
animus towards Beijing’s communists. 
Furthermore, the political context of his 
appointrpent was the government's desire 
for change in at least the style of its dealing 
with China, so it would have been difficult 
for Patten to avoid feeling that he was 
being put into the lists as the champion of 
Hong Kong's future rights, to joust with 
Beijing. Aseductive.even Mephistophelian, 
vision of such a combat is set out in one of 
the books that Patten is most likely to have 
consulted in hts crash course ol reading. 
Jan Morris's Hong Kong: Epilogue to 
Empire. Writing in her deepest imperial 
purple. Morns wonders in conclusion how 
"bravely" the British will leave Hong Kong, 
asking: "Will they go the whole hog. defy 
the principle of convergence, ignore the 
Basic Law and set up an assembly with a 
majority, at least, elected by direct universal 
sutfrageT To do so, she trumpets, would 
be ' a last justification for the idea of 
imperialism itself’: and even if Britain's 
last-minute good works were undone 
immediately aftertheirdeparture, they would 
“at least add a sad majesty to the aesthetic 
of empire" (Morris 1993:306-07). 

Contrary warnings greeted Patten in Hong 
Kong: "Do not be seduced into thinking that 
Hong Kong wishes, or will benefit from, a 
more confrontational style of government in 
these fading days of British rule. There are 
people who still wish that Hong Kong could 
have indefinitely remained under British 
administration, that Ihe Joint Declaration 
had never been signed and the Basie Law 
never enacted.... who are urging you to fight 
now for the ground they fuel was fort to 
Britain a decade ago. But time cannot be 
reversed, and Hong Kong should not be a 
battleground... Do not be hired into fighting 


the imaginary and belated battles of those 
who cannot or will not accept present 
realities” | Window, July 3, 1992). 

Certainly Patten would have knowp that 
he would be free to set his own course in 
Hong Kong. Traditionally governors had 
been allowed full rein: in his case, as a 
former senior minister with direct personal 
access to and the trust of the prune minister 
he could reasonably feel himself practically 
a plenipotentiary. 

The first the Chinese learned of the 
intentions of the new governor was when 
they were informed, two months after he 
took office and two weeks before the opening 
on October 7 of the legislative council’s 
1992-93 session, that in his inaugural address 
he would be- unveiling a package of 
constitutional reforms, of which they were 
that told thegist. Beijing asked urgently that 
there should be consultation before the 
announcement: the British refused [Window. 
March 4, 1994], Perhaps the point of no 
return was passed with that refusal, it is 
possible that if Patten had chosen the path 
of persuasion he could have extracted from 
the Chinese some further concessions 
towards increasing the gradient in electoral 
representation previously agreed and encased 
in the basic law. Negotiations with such a 
purpose would no doubt have been very 
difficult, Beijing clearly feeling by then that 
the maximum possible concessions had 
already been r <ade. But if Patten, presenting 
himself as the last governor and so bearing 
special responsibilities, had sought a 
relationship of frankness and mutual Burt 
with the Chinese, he might well have been 
able to persuade them of the common 
advantage that would flow from their 
allowing him something more. That he made 
no sue*' attempt but chose the path of 
confrontation can only have been the 
expression of a .treasured occuion that Hong 
Kong’, mterests - and perhaps his own - 
would best be served by challenging Beijing. 

That he certainly did in Ins inaugural 
gubernatorial address to the legislative 
council. His proposals for change fell into 
two sections. In the first, exercising bit 
executive authority to the hill, he listed 
radical alterations to Hong Koag’s 
constitutional structure for immediate 
implementation, for example ending the 
previous overlapping membership of Baca 
and Legco: that, and mi.;*, changes tended 
to give the legislative council a markedly 
more significant role in governance, withSrt 
equivalent weakening of the executive, feat 
is the governor. In the second, he aaaouaoed 
his intention to change the system feat would 
apply for the 1994 (focal) aad 1995 (Legco) 
elections. The voting age was to be reduced 
from 21 to 18; there were to be smgJc-soat 
constituencies for direct elections: and there 
was to beastructural change to the functional 
constituencies, transftuwwng those, d e s ign a d 
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to include about 1.00.000 elite voters, into, 
in effect, mare popular electorates of about 
1.7 million - a clear and significant step 
towards universal adult franchise. 

Patten argued that hts reforms were not 
abreach of the Joint Declaration. They clearly 
did not "go the whole hog", as Jan Moms 
and others had urged, and openly flout that 
treaty; but iq the context of the protracted 
and intensely detailed Sino-British 
negotiations by which previous electoral 
arrangements had been agreed, Patten’s 
unilaterally produced and defiantly 
announced “reform package” could not have 
been taken in Beijing as anything other than 
a fundamental challenge. It could not he 
denied that he had flagrantly broken the 
British government’s commitment to 
increasingly close consultation with Beijing 
- a commitment which had been formally 
reconfirmed only the previous year in the 
agreement on construction of a new airport, 
which declared: “Both governments wish to 
intensify consultation and co-opcralion over 
Hong Kong issues in the approach to June 
.HI. 1997”. The assurance in Patten's speech 
that his reforms were “proposals" and would 
"require serious discussion with Peking” 
was meaningless, since it was implicit that, 
in the last resort, the reforms would be 
instituted whether Beijing agreed with them 
or not - as in due course they were, in the 
teeth of China's furious objection. The 
principle ot convergence hod been (lung 
aside. 

Arguments advanced by Patten and on his 
behalf, that the newly politicised atmosphere 
of Hong Kong made prior consultation with 
Beijing invidious for Britain, that his intended 
alterations did not breach the lexis of 
agreements, were besides the point. He had 
deliberately challenged Beijing, presumably 
on the calculation that China’s desire to 
achieve a smooth transition would be so 
strong as to induce it to let the gage lie where 
he had thrown it down, doing no more than 
Muster." But for the Chinese to do ihai 
would have been to leave political 
developments in Hong Kong in the interim 
to the disposal of the British government, 
nr to die will of an ambitious politician. So 
those with experience of China's approach 
to international issues bearing on its 
s ov e reignty and territorial integrity knew 
what to expect, as, certainly, did those who 
had participated in the negotiations with 
Bering on the question of Hong Kong. The 
by thee retired Cradocft. for instance, asked 
u rgeari y for a meeting with prime minister 
Major m soon as he learned of Patten’s 
retentions, and used the interview to warn 
of tile dim predictability of the Chinese 
reaction: to followed up with a tong letter 
pointing to the danyen to Hong Kong and 
to Britain's interests there, and in Ohm at 
bay*, dtae lay m confrontation with Beijing 
(Yakutia I993:2ft2-b3| His nu ra-gH ' were 


ignored. andCradodc soon weutpuMicwith 
Ms criticism of Patten’s policy, becoming 
a Casaandrian chorus in the ensuing drama 
- and bringing obloquy upon Ms own head 
in consequence. 

The Chinese reaction to Patten ’ s challenge 
was explosive. Hts reforms were denounced 
as contrary to the Basic Luw os well as 
breaching the spirit of the Joint Declaration. 
Patten himelf was crudely abused in the 
Chinese press, that giving him a marked, 
though temporary, moral advantage of which 
he made much. 1 * In Beijing’s reading. 
Patten ’ s actions signalled a reversal of policy 
by the British government, substituting 
challenge for co-operation, with the implicit 
threat that if the Chinese objected the price 
would be paid by them, in the eopnomic 
destabilisation of Hong Kong-the strangling 
of the goose that laid golden eggs. To the 
Chinese, Patten's declared dedication to 
advancing democracy masked the intent to 
raise to positions ot power a rearguard group 
of "proxies” -who would extend Britain's 
influence beyond 1997. “What is the essence 
of the political reforms put forward by Chris 
PauenV. asked a quiz in a Beijing (oumst. 
with the answer: 'To create obstacles for 
Hong Kong's smooth transition, and realise 
the British objective ot exercising influence 


When tempers cooled "talks about talks” 
were opened, in form between ihc British 
and Chinese governments hut in tact with 
Pollen, off-stage, deciding the British line. 
The context meant, however, that agreement 
could not he reached without one side or the 
other being seen to back down. China could 
not do thd without reversing the'central 
policy followed since Mao Zedung 
proclaimed in 1949 that, having "stood up”. 
China would never again bend ihc knee to 
a foreign power - and Hong Kong is the last 
issue on which Beijing could show flexibility 
that might domestically he construed as 
feebleness. On the other side. Patten could 
not withdraw or neuter his proposals without 
confessing error and thus aborting his new 
career as champion of democracy, hailed at 
home and praised abroad. And. even if (he 
result of Patten’s initiative were a 
confrontation with China far sharper than 
anything the Cabinet had envisaged, the 
prime mrttmer could not withdraw support 
from the governor without bringing upon his 
own head coodemnai ion for betrayal of Hong 
Kong’s ttptmwntjof democracy, and for 
letting down a friend. The talks brake down. 

in (he polemics between Pauen and the 
Chinese the governor easily svon the plaudits 
of the western press. The instinctive 
assumption, applied whenever the PRC 
conics into conflict with another governm ent , 
itou Beijing reasi be »the wrong, came into 
play. Pawn's personal style, open, reformat 
and relaxed, serve d him swW. cnaMing hrm 


in imraasll Ms man* „ 
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belief that he wax truthfully describing it 
issue at being one of free ejections, and IK. 
Beijing was seeking to “rig” Hong Kong' 
to the ready applfuse for Patten the Chine 
rejoinder that the electoral arrangement no 
spumed by PaUen as “figged” had bee 
worked out and agreed in clow diplomat! 
comultnion with the British govemmer 
(and had introduced a strong “pri 
democracy" party in Legco in 1991 > wer 
unheeded, as did their assertion that whi 
was at issue was not electoral arrangemcn> 
but Britain's observance of treat 
commitments, inamarfcedfailureofanalyi: 
journalists in Britain and the US, with n 
more than one or two exceptions, acceptc 
P»t!«*’* argument und self-justificatioi 
giving him unwavering support and cite 
fulsome praise in what has been describe 
as “n primitive litany: democracy gm* 
governor good, China had” (Cradock 1994 
The reporting of the Hong Kong-basc 
British journalists was egregious in Hit 
regard. Their susceptibility to th 
manipulative skills of (he governor am 
gullibility when it came to the tendenium 
interpretations of Chinese staiemem 
advanced by his officials left their copy.. 
slavish to a line as that of their colleague 


support for Patten, from all patties: only n 
ihc house of lords was hi\ policy criticised 
ihc former Hong Kong governors MmrlehoM 
and Wilson leading a trenchant chorus 
Patten extended his energetic puhlu 
relations efforts lar beyond Hong Kong 0 
his visit to Washington in 1993 it »j 
observed. "Not since ... Corazon Aquino ■ 
triumphant visit m 1986 has an ea« Atiar 
leader been received in ibe US capital will 
such admiration and affection’' {far 
Rcommw Review. May 20. I993| A lain 
visit to Australia was markedly lev 
successful, prime minister Keating showim 
an unusual scepticism about the value aiw 
motives of the governor’s policy (although 
curiously, the Australian foreign mimsifi 
publicly supported rtr. Those foray* 
confirmed Beijing's suspicion that Patten 
was seeking to > formal kntaiise an issue thn 
in China's view wax essentially, and mw 
remain, strictly bilateral with Britain 
To get negotiations started again 
difficult, but they were opened in BeijiM 
late in 1993. with both tides saying ihey 
sought a way out of the impasse. In hf" 
the negotiations were bilateral, the Hoar 
Kong government not being a partiopsw 
in fact, the British nagutiatiog strategy ** 
genera!tod by Patten from Hoag Kong. Agw 
agree mam was unattainable short ot 
retraction and public rmraaf by one lht 
two rides, and after 17 fnwtiaaa round* «i 
meetings fmmanofftimptooeu arid begat 


in Hong Kong after 1997 ( Hong Xinhua. Perhaps partly in conaequrn 


Monitor. June 1993). 


f that credulous journalistic unanimity, th 
house of commons also extended conxincn 
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tp tew rfu pc hto reform* u legislation. With 
(hat Beijing counted the period of political 
co-operation with Britain at an end, and 
announced that it would regard as invalid 
any legislative council, elected on the basis 
of unagreed changes m the electorate, and 
would stand h down in July 1997. New 
elections would then be arranged on the 
basis agreed with Britain before Patten's 
appointment. 

The hope of a smooth transfer of power, 
with the political stiucturc of Hong Kong 
continuing as a '‘through tram” past 1997. 
which both Britain and China had once 
cherished, was dashed. Co-operation in the 
lull range of other matters, administrative, 
financial, and economic, became strained, 
with theCMnesenow hclieving that in Britain 
they had not a partner in a common project 
but. as of old, a devious and hypocritical 
antagonist. (They may have found 
consolation in the reflection that the power 
equation which obtained at the opening of 
the British chapter in Hong Kong had now 
been reversed, with the PRC emerging, as 
a potential superpower and Britannia 
apparently sinking, economically and 
socially, beneath the waves that once she 
rated.) 

Outstanding among the issues that became 
intractable in the new atmosphere of mistrust 
and recrimination was the project to build 
a new airport otf Ionian Island, involving 
a huge task of civil engineering and demands 
for funding on a scale which would be a 
significant factor in Hong Kong's budget 
well beyond 1097. There is clamant need 
for an airport to replace the narrow perch 
on the harbour-side, approachable only at 
alarming roof-lop level. which at present has 
lo accommodate the intense imemational 
demand for landing slots in Hong Kong, and 
Beijing accepts that. But when governor 
Wilson announced the plan for the new 
airport - as part of Ihe post-Tiananmen 
cunfMence-rebuildingcxencise - theChmesc 
saw in it another instance of a failure 
adequately to consult, and sus|jccied that ihe 
HKSAR would find itself in 1997 with an 
incomplete protect and/or heavy debts to 
service or repay. In Beijing "the airport was 
seen as a means by which British companies 
would he enriched and Hong Kong's treasury 
emptied” [Cradock 1994:2381. This issue 
came to encapsulate ihe key contradiction 
in the British government's approach. It had 
committed itself to consultation on major 
issues, especially those that would tun over 
1997 and thus affect the budgets of ihe 
HKSAR; but m the Chinese view that 
commitment occamc meaningless - and 
deceitful - unless it implied that when Beijing 
hud what« felt to be grave ami reasonable 
grounds for objection those would be given 
faH weight Thus, honest implementation of 
Britain’s commitment to consult meant 
*e«dpttng Beijing's last-resort right to veto 
- fait that amounted to a dilution of ttic 


sovereignty Britain was determined to 
maintain absolute until .the final midnight. 
In the glow of mutual confidence generated 
by the successful negotiation of the Joint 
Declaration that profound conflict of 
interpretation remained latent, but it emerged 
sharply in the context of British plans for 
the new airport. The Chinese complained of 
Britain's unilateral moves, its failure to 
consult, its "insincere attitudes*’. They 
pointed out the implication of' ‘consultation" 
as they saw it; the British, seeing that as 
amounting to a demand for a generalised 
right of veto over major Hong Kong decisions 
in the transitional period, dismissed ii as 
irreconcilable with their responsibility for 
administering Hong Kong throughout that 
interim. 

After intensive and vexatious negotiation, 
involving another secret Cradock mission to 
Beijing, agreement on the airport project 
was reached in June 1991. The Chinese used 
those negotiations to lever prime minister 
Major into visiting Beijing, signifying the 
casing of the international hostility that 
Tiananmen had brought upon China. The 
Memorandum of Understanding (MOA) 
which Major signed in September 
reconfirmed, as noted above, the parties’ 
obligation to "intensify consultation and co¬ 
operation over Hong Kong issues in the 
approach to June 30. 1997”; but still the 
British were, so to speak, keejnng their fingers 
crossed behind theirbaeks. with the unspoken 
reservation that such consultation entailed 
no obligation on them to reach agreement, 
t At that Mage they certainly did not envisage, 
however, an outright relusal to consult at all. 
as was to be the case with Patten's reforms.) 
Thai the Chinese were by now aware of the 
likely emptiness of the British commitment 
lo "consultations" is shown in the text of the 
MOA, with repeated emphasis on the need 
for "consullations in ihe spirit of co¬ 
operation" and - ai Iasi - an explicit right 
of veto for China on financing for any 
additional airport-related project straddling 
June 30. 1997. 

The Chinese obtained in the MOA British 
commitments to specified financial limits 
concerning noi only the airport project but 
also the condition in which the Hong Kong 
coffers were to be left in 1997 - 'Ihe fiscal 
reserves lo he left lor the HKSAR will not 
be less than HK $ 25 billion . As for Ihe 
airport project itself, the Hong Kong 
government was bound not to incur debts 
exceeding HK $ 5 billion without Beijing’s 
agreement. By mid-1994 the British had 
persuaded Beijing to increase the latter figure 
to HK $ 23 billion, and it appeared (hat a 
reconfirmed airport agreement would mart; 
the first significant post-Patten breakthrough. 
Then it transpired that what Beijing had 
regarded as an agreed, secure cap on the 
airport project's borrowing requirements at 
HK S 23 billion was not that at all. since 
the British expected to add lo it further 
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borrowing by two quasi -governmental 
agencies and began to argue that variations 
in i merest rate should affect the level of the 
cap. Lu Ping commented in August that if 
the British persisted in complicating the 
issue "it may never be possible to solve the 
problem”. The British approach on this issue 
suggests they believe that China is in the 
losing position; that if Beijing does not 
accede to British requirements Urey will 
simply leave China in 1997 to deal with the 
dangerous inadequacies erf the present airport, 
with works off Lantau Island barely begun 
and a financial muddle to match. That attitude 
bodes ill for Sino-British relations in general,' 
as well as for the airport project. 

From Hong Kong's point of view, the 
prospect after Beijing committed itself to 
annulling the results of elections held on the 
basis of the Patten reforms was for one local 
election, 1994's. and one Legco election, 

1995' s. to be conducted on a more democratic 
electorate, to be followed two years later by 
the dissolution of the Councils thus elected 
and new elections, on the previous system 
but under Chinese auspices. The hope of a 
near-imperceptible transition in 1997 was 
gone, and in the meantime there would be 
little or no political co-operation between 
the outgoing and* incoming authorities, 
indeed Beijing let it be known that ii would 
deliberately build up its representation in 
Hong Kong into a shadow, even rival, 
administration. To that end. a Preliminary 
Working Committee was establislied in the 
summer of 1993, with S(i members 
comprising senior PRC officials and leading 
business and professional people from Hong 
Kong, chaired by foreign minister Qian 
Qichen and with Lai Ping as secretary-general. 
The committee's role, explicitly, was to 
prepare for the takeover, and it approached 
its task by organising five subgroups, to deal 
with & * political stnicttire;ecnnomicaffairs; 
security and social welfare; culture; and 
legal matters. Patten instructed the Hoag 
Kong government to withhold co-opemioa. 

In sum, stability and an agreed democratic 
element in governance, through and 
increasing after the transition, had bow 
exchanged for instability with an increased 
democratic element for a mere two yean, 
1995 to 1997, with uncertainty thereafter. 
Such was the outcome of what one British 
critic described as Patten's "high-risk policy 
of unilateral, public coafroraatlon". l, 

Apparently hoping soil that Be ij ing might 
blink and retract its formally declared 
intention to dismantle all bodies elected under 
Patten's unilateral modifications, the 
governor introduced &s constitutional 
legislation in two packets, separatedby some 
months. In tbe fust, in February 1994. he 
put before Legco the minor changes which 
m the 17 rounds of discussion the Chinese 
had indicated that they might regard as 
acceptable if the British side withdrew their 
radical intended constitutional changes. 
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Those were passed without difficulty. But 
when, three months laier. he put to the vote 
theremainderofhispackage. the membership 
of Legco showed itself sharply and equally 
divided: on the crucial amendment the 
governor's side won by a single vote. When 
it is noted that that narrow victory was 
achieved by the three tied votes of the 
govemment'soffieial members and vigorous 
deployment of all the pressures at the 
governor's disposal, it may be considered 
a moral defeat for Patten, reflecting the 
misgivings and even dislntst which had by 
then to an extent replaced the confidence and 
popularity he had originally won in support 
ot his challenging approach to Beijing. , 
Shortly before this Legco, in an action 
without precedent, had votedto censure the 
governor for "high-handed and superei fious" 
behaviour. 

Having already anathematised all Patten's 
constitutional intentions Beijing saw no need 
for re-emphasis on the passage of the 
legislation, simply reiterating that it would 
be undone in July 1997 by the standing 
down ut the municipal councils, the district 
hoards and Legco pending new elections. 
Against that Patten could only aver that, 
come 1997, Beijing would be likely to shrink 
from opening the restored Hong Kong's new 
chapter by demolishing its established 
representational system The Chinese 
ambassador in London. Ma Yu/hcn. 
addressed that hope in a letter to the house 
of commons foreign alfuirs committee, 
writing: "You may be aware ot a prevalent 
view expressed by some .senior British 
officials-thattheydonol believe China will 
Jin 1997disband and then | re-establish Hong 
Kong's three-tier councils, lor tear ot 
international pressure May I say that they 
arc grossly mistaken it they really think so “ 
To obliterate any vestigial traces <>l 
confidence in Patten' s prediction that Beijing 
would flinch from fulfilling its commitment, 
the National People's Congress of China 
enacted into law in August 1994 the 
termination of all the elected clemenis in 
Hong Kong's polity, that act to come into 
effect on June 30. 1997. Fated with that 
definitive pronouncement, all the governor 
could reply was that the Chinese would then 
"havetoexplam themscl vex to the si x million 
pcopleof Hong Kong" \ThcDailYTeleftr(i/>h. 
September I. 1994) 

Before that there had been some indu atioru 
that both Patten and the British government 
wished to undo some of the damage done 
to Sinn-Brittsh relations: Patten negated a 
proposal to establish human rights 
monitoring agencies in Hong Kong which, 
in tome formulations, would have been a 
'watchdog" over development* not only in 
Hong Kong after 1997bur also in Guangdong 
ami Beijing. An invitation for the junior 
famgR office minister, AlastatrGoodlad. to 
visit Beijing miuJy 1994 was extracted from 


the Chinese, but ended In * very 
demonstrative snub when Lu Ping declined 
to meet him. So far as Hong Kong was 
concerned there was nothing left to discuss 
on the political level, the Chinese explained. 

It is likely that both sides will continue 
on the collision course set by Patten, so that 
elections are held in Hong Kong on the basis 
of his reforms, producing in September 1994 
district boards and in I99S a legislative 
council both of which in China's view will 
be illegitimate. China’s wish to achieve a 
tranquil re-assertion ot sovereignty has not 
diminished, however, that is as much in its 
evident national interest now as it was in 
1984. The Chinese arc therelore exerting 
themselves to reassure the people of Hong 
Kong that they have no reason tor 
apprehension that their system of governance 
will he changed after 1997. deletion of 
Patten’s modifications apart: and that the 
guarantees ol the Joint Declaration and the 
Basic Law will be faithfully observed. 

China'scourseol action in the interim will 
he to develop a govemment-in-wailing. so 
that come July I. 1997 there will he no 
ruptunng or dangerous hiatus ot 
administration, but a smooth progression to 
immediate tresh elections on what Beijing 
sees as the treaty-founded pre-Patten hasis 
It is expected that in 1990 China will name 
the chief executive-designate fortltc HKSAK. 
heir-apparent to the governor - .nut Britain 
will have no say in that choice. II Patten is 
allowed to continue in nil tec. as he says he 
intends, it will he Beijing's policy to 
marginalise him as much as possible - when 
Lu Ping visited Hong Kong in May 1994 
he rebutted the governor's suggestion <>t a 
meeting with the excuse that he was “too 
busy''. If Patten stays to the very last he will 
no doubt be treated in the midnight 
ceremonies on June 30, 1997 with the cold 
hostility and minimal formal civility that 
met him when he went to Beijme alter he 
had laid out his challenging rcloims. and be 
ushered aboard the first possible flight out 
ol the Hong Kong Special Administrative 
Region of the People’s Republic. He might 
decide on a Cinderella-like exit |ust before 
midnight, thus denying the Chinese the 
opportunity to humiliate him in their historic 
moment ot triumph: but that, while in one 
way perhaps preserving his dignity, would 
also underline the sharpest accusation ot his 
critics - that he picked a quarrel whose 
consequences must he faced by others. 

Since the three tWkx of go ver/iance erected 
in Hong Kong on the basis of Patten s 
reforms will have lapsed with the stroke 
o* midmght. Beijing will then immediately 
sei about implementing its arrangement* 
for new elections. in a critical glare of 
international publicity which could only 
make the Chinese less tolerant and more 
ap prehen s ive about political elements they 
see as subversive 


li seems doubtful that iuch a cooclui 
to Britain** Hong Kong chapter coul 
cool evaluation be judged to “add maji 
to the aesthetic of empire", however 
Morris’s gnomic phrase is interpreted. ’ 
aim of British policy before Patten bee; 
governor was to see the Joint Declare 
implemented to the letter so as to achi 
a smooth transfer of power, with Hi 
Kong's system of semi-democr; 
governance developing and its legal sys 
and administrative structure continu 
unchanged under the returned sovereigr 
harmonious and increasingly co-opera 
run-up to the moment of transfer was crut 
so that the British could depart on cor 
terms with China, with the Joint Liai 
Group left to continue us work, supervi: 
and to some degree protective of H 
Kong's system, until the end of the cenn 
and so that China would have cv 
inducement scrupulously to implement 
hands-off policy to which it had pled 
itself in the Joint Declaration. Instead ot i 
and m direct and ineluctable consequr 
of Patten’s actions. Beijing will from 
first day of its resumed sovereignty hav 
involve itself ih the political life ot H 
Kong - a* indeed it w ill be doing Irom i 
until 1997, as the Preliminary Work 
Committee takes on increasing stature 
gmcrnment-in-waiting. And when in I 
Bcipng names the lust chid executive 
the HKSAK the relegation ot 'Die I 
Governor" will become undeniable 
Die pioxpctls lor Hong Kong's revets 
to China warrant the conclusion that Bn 
has bungled its demission ol press 
nullitying the promising start n made 
1984 Thji the course ol i onfrnmalion v 
China was chosen with a clear-c' 
acceptance ot its likely outcome s<x 
doubtful, it is more likely that the govermi 
found itscll hound to the Patten |w»! 
because of the circumstances in which i 
was evolved and pronounced 
appointment m which there are clement 
patronage .mdernny ism iscspeciully dd 1 1 < 
tor a government to unmake, and w 1 
tiatton.il "lace" is also uivols-ed the reins 
ot careless steps becomes possible oats 
unacceptable political cost The prestden 
system in the US permitted president Clin 
to pcrlorin an Undisguised ahout-tutn 
it became obvious that to deny China m- 
favoured nation status would injure his<> 
country as much a» it would damage < •» 
the long-term consequence* of Pam 
poire y promise to be injurious to both H> ;• 
and Hong Kong, hut (or John Majoi 
execute a U*«im by replacing the gosco 
and reversing hi* policy would cndangci 
prime mimamhip 
The analyst* offered here point- 
bt under father than design being at the >• 
ot the Sino*British confrontation o vet i*<’ 
Kong. But. ii has to be naked, would < 
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Brt&b^dwrtHnetii allow iueti to be itcid 
) n jtoch a icJf-trtjuoous posture by reason 
solely of an injudicious act of political 
patronage? Are the policy formulation and 
implementation processes in Whitehall and 
10 Downing Street so susceptible to error 
as to produce, and leave untorrceied, a 
situation evidently contrary to the material 
national interest? Ot is there another 
dimension of motive which, taken mm 
account, would provide an explanation 
showing British policy to be more rational'' 
The Chinese would answer that question 
with an emphatic affirmative. 

In the view from Beijing, a change in 
British policy towards China and therelore 
on Hong Kong, expressed in ('mien s 
appoint mem. in his actions and in iaiudun's 
consistent support lor those, look place m 
the context not ol Tiananmen hut i.uher oi 
thedisintegrationotilH'Soviet l amm Taking 
its line on policy fundamentals irom 
Washington, as it had thrmigh the secoml 
post-world war era, the Hmi-h gnvi'iumcui 
found in the victorious,seeming end ol the 
cold war reason lo relocus us view ol ihe 
People’s Republic Cimsiileraiions.ihout'tlie 
enemy’senemy"being '.ilnend ..ouldriow 
be put aside While western capital was 
already greatly profiting lioin Deng 
Xiaoping's open door ivlorms, those were 
also beginningiopro|.c; ageo|Hililical luluro 
in which a Chinese superpower, still 
communist, a monster C uba. would lu\c lo 
he- accommodated In lhal unenmhirt.ihle 
context, iipportunmcs lo dcsljhilise China 
should not be neglected among the earliest 
comments Iromtlie Chinese side on patten s 
reforms was ihaiihev signalled the intention 
"to use Hong Kong as a bridgehead loi ihe 
; emryol western-sty ledomocmcs mtoChma' 
[Ohierii't. December h. I V<0| 

' Prom Beijing's pomi ol \icw. thai meani 
the intention lo siihscn then system, wiih 
evident implications ol Jesiahihsaiion and 
' die threat ot distinilying China, per haps 
■ disintcgranng u as had happened with the 
Soviet Union Hong Kong had in the recent 
• past frequently as k'd as the lorw ard h.isc lor 
i seditious attempls. whelhci hv Sun 5 .it-scn 

!; against the Qin empire m hs the US und 

’ Chinese Nationalists against the l’K< .Beijing 

4 suspects that "tl»c West" tmeaning licte the 
f US acting with a compliani ami like-minded 
: Bmamimcansiorcaciivjicllong Kong into 

i thai former role alter 1997. and ihai whal 
Patten has been doing is prelnmnaiy u» that 
; purpose. (The construction ot a veiv large, 

' high-security and tortres.s-likc consulate 
building for Britain's use alter 1997. 111 
- implcmcntataat of a Tliatcher decision, is 
\ not conducive lathe calming ot such Chinese 

apprehensions. I That scenario was summed 
i up soon after Patten revealed hisretonns h> 
l Zhou Nan. Beijing's de /««•/«• "high 
{ WHnmwsiooer" in Hong Kong: "The Bntish 
v expect China to follow the lormer Soviet 
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Union and undergo similar changes; thus 
they are prepared to repudiate the Sino- 
Brilish agreements, extend colonial rule in 
Hong Kong after 1997 through their agents, 
turn Hong Kong into a scmi-mdependent 
political entity, and even attempt to influence 
die political situation hi China” (Nan 
1993.10). Lvidence lo prove or disprove 
Beipng'xbeheiihai "Hie Patten provocation" 
was in (hal way policy-driven at die deepesl 
level is not likely to he available lor years, 
d ever. 

PfcAfUVI Hamvivir ’ 

Speaking in the house ol commons in 
Oitoher a Labour inemher. Allan Rogers, 
desenhed the slate ol Anglo-Chinese 
relations over Hong Kong in these words. 
"We are hogged down politically, 
commonnilly land) legally and . seem lo 
he up a blind alley in a morass ol had lauh. 
Kid Icmpeis and lack ol irusi ” lie went on; 

''something has gone disastrously wrong, 
nui ii is no good simply blaming the Chinese'’ 
Him lealisiic perception was by no means 
widely shared however, the British press 
L'oniii.nng unanimously and sialwarily 
supportive ol governor Patten, taking its hue 
Irom him or the government, as usual ir 'his 
context The government evinced no 
apprcc laiumoi the seiioasne'sui the breach 
with China. The lorcign sccielaiy. Douglas 
Hind, thought ih.it relations wuli Beijing 
had I alien m il into "a frost", only a "i outness", 
and ex pec led 1995 to see "a vk nulling ol 
w.iirmh'. meanwhile he declared again bis 
"utmost lauh in Hiris Patten s energ ■ ami 
dedication Replying to Allan Rogers in 
die Commons ihe loreicn nnmstei. Allan 
fiixtdlad.echded what Patten had been saying 
hi Hong Kong "We wish lo dl.lw a line 
under out chtlereiu.es with China over the 
civnsiituiion.il issue 

Those who were hearing whal die Chinese 
were saving and watching whal was 
happen! ng m Hong Kong hao a picture w holly 
eomiarv lo iIijI described hv ihc British 
spokesmen A niemh *r ot the Preliminary 
Winking ('ommitiee il’WCi wrote in 
N’ovenihci. confirming ihe Rogers view-. 
The once co-operative Siiio-British 
iclationship has been i eplaecd by jmmosii v. 
undermining mutual undersiaiulmg and the 
spirit ol compromise" 1 Window. November 
11. 1994) The ilcplh of Ihc animosity felt 
by the Chinese towards Britain jnd Patlcn 
could be ie.ul between ihe lines of olticial 
siatements. and was expressed openly in 
private conversations Britain was seen as 
having done irreparable injury lo China, out 
ol a calculated determination lo extend its 
influence in Hong Kong alter 1997 and 
intention to lake advantage of Beijing's 
puiaiiv e internal difficulties in the post-Deng 
era expected to have begun by then. 
Comparisons were made with the Americans 
who. laced with the failure ol their human 
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righls/MFN linkage, genuinely "drew a line" 
and returned to normal relations, and with 
the French, who expressed regret over then 
sale of fighters to Taiwan and promised not 
to repeat it. The British, on the contrary, 
were seen to be protesting a wish to co¬ 
operate while pursuing in Hong Kong the 
opposite policy, unilaterally creating "facts 
on Ihc ground" which the successor 
government of IhcHKSAR would have great 
difficulty in undoing The only line Pallen 
drew in practice lay between his officials 
and Ihc Preliminary Working Commitlee 
which China had created lo substitute lor the 
intensifying co-operation which the Bntish 
had promised hut now denied. 

By the end of 1994 the PWC had begun 
to grow into its lull weight The airy and 
sometimes contemptuous British dismissals 
("a talking shop for pro-Beijing yes-men") 
that had greeted its establishment in 1993 
died away, leaving only Patten’s defiant 
refusal to allow his civil servants lo have 
any lormal contact with it. The "Preliminary 
Working Committee lor the Preparatory 
Committee of the Hong Kong Special 
Administrative Region", togive its full name, 
can he seen as the first institutional expression , 

ol Beijing's conclusion that Patten's 
"reforms” were not aberrational but 
expressed a reversal in Bntish policy that j 
would not be undone but rather extended. 

In the optimistic yeslcrycar of 1984 it had s 

heen ex|>cct d that the Joint Liaison Group ’ 

would he the means ol maintaining "ihe i 

friendly spirit and developi ng] the co- ; 

operau -° relationship" which then existed. ' 

Bui i n ihe absence of the “close co-operation", ( 

inicnsilying during ihe 1990s. ihal Britain £ 

had promised in the Joint Declaration, China ' 

haJ lo make unilateral preparations lor (he f 

resumption of sovereignly - or face the 
prospect ol assuming esponsibilitics for ', 
wine* ii was unprepared. The timetable set ' 
in ihc Basic Law heinginviolablc. the creation 1 
ol ihc Preparatory Committee which is to | 
he established by Beijing in 1996 to prepare • 
lor the lakeover. chixvsing the chief executive f 

to replace the governor and making all final j 
arrangements, could not be brought forward. j 

But j three-year hiatus before 1990 would. j 
in the climateof non-coopcration introduced 
by Patten, enforce a perilous haste upon the 
Preparatory Committee when it is set up. 

The PWC was created to fill that gap. The 
PWC. again, is explicitly “not an organ of * 
power”. It is funded by the Chinese 
govemnicnt and its full meetings are held 
in Beijing. Slightly more than half of its 60 
members are distinguished Hong Kong 
Chinese (with one Hong Kong Englishman. 

Sir David Akcrs-Joncs. a lormer senior 
official and acting-governor) Its bnct is to 
study the problems of the transition and 
snake recommendations so that when the 
Preparatory Commideccomev tmocxislenor 
it is not confronted with a blank sheet. 
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Some of the PWC’s work (t concerned 
with the minutiae of the transition, for 
example the question of colonial 
nomenclature. Pragmatically eschewing the 
exampteofotherinheritors of colonial power, 
the PWC’s cultural subgroup decided that 
no attempt should be made to erase “the hue 
of colonialism", and names like “Queen’s 
Road” should not be changed. The Queen’s 
birthday public holiday should be transposed, 
however, to China’s national day. In October 
the political affairs subgroup addres sed itself 
to the most serious problem: the legislative 
vacuum that will be created on July 1.1997 
in consequence of the de-railing of the 
"through train". 

By enactments of the National People's 
Congress of China (NPC). the legislative 
council will be dissolved at the moment of 
transfer of power. Beijing has committed 
itself to Legco’s early replacement through 
elections conducted on the constitutional 
basis agreed with Britain before Patten's 
appointment and unilateral amendments; but 
organisation of such elections will take time, 
and how will Hong Kong be governed in 
the interim? By the chief executive, acting 
with the Executive Council? By the NPC. 
through a standing committee? By the 
Preparatory Committee? None of those 
would be in the spirit of the Joint 
Declaration's commitment to a government 
"composed of local inhabitants” and partially 
elected on an agreed democratic basis - and 
all would create the opening for Britain and 
other outside powers to criticise Beijing. 
The PWC’s recommended solution is the 
creation of an interim legislative council, its 
60 members to be elected, like the chief 
executive, by the 800-member electoral 
college to be set up by (he Preparatory 
Committee in 1996. 

The interim Legco would come into 
existence about six months before the take¬ 
over. giving it time to get organised, on an 
informal basis, before it assumes office on 
July 1, 1997. Its term will be set by the 
tinting of the post-transition elect ions, and 
PWC members have indicated that it should 
not have to be more than a year Some of 
its members may be chosen from the Legco 
that is to be formed on the Patterned basis 
in I99S - and of course the more of those 
who are included the greater the semblance 
to the wrecked "through train”. The Basic 
Law contains noprovisaon for such an interim 
legislative body, of course, and if the 
Preparatory Committee acts on the PWC’s 
recommendation and sets one up there will 
be charges, already rehearsed m Hong Kong, 
that China is acting in breach of its 
agree men t * . There ism fact, however, much 
weight is the PWC's claim that the 
establishment of an interim le g is la t u re will 
not breach the Banc Law or the a greem ents 
which that reflected, but rather fill a breach 
in it made by Patten. China had agreed 


before Patten came on the scone that “tf the 
formation of the legislative council in 1993 
accords with the stipulations in the Basic 
Law” it would, after confirmation, continue 
in existence through the transfer, becoming 
the first Legco of the HKSAR. Nothing had 
been put on record about the alternative 
eventuality, unthinkable pre-Patten:- that the 
Legco elected in 1995 and sitting at the hour 
of transfer would have been elected on a 
basis that had not been agreed with China, 
and therefore did not "accord with the 
stipulations in the Basic Law”. The PWC’s 
recommendation of an interim Legco 
addresses that anomaly. 

While China thus makes its own 
preparations for the transfer of power, Patten 
continues to demonstrate that he has no 
intention of quietly maintaining the status 
quo. as Beijing sees his obligation to be. 
Instead he is exercising his great powers to 
the full, so as to leave on the Hong Kong 
polity an imprint of further reforms that will 
be more difficult to undo than his first set. 
An anonymous diarist in the weekly pro- 
Beijing journal Window used a matrimonial 
simile; “Since 1984 Britain has acted like 
a guilty father trying to bribe his son into 
forgetting past neglect. London sometimes 
seems to be hoping that once the divorce is 
final and custody has changed. Hong Kong 
will then nag China for more treats and 
compare the new parent unfavourably with 
the old”" - and rebd, he might have added, 
when some "treats” are found too costly and 
have to be withdrawn. What else, he asks, 
could explain “this flurry of belated 
enthusiasm for Hong Kong people's 
democratic rights, this frenzy of grandiose 
infrastructure spending...?” 

Among the governor's innovations is an 
old age pension scheme, a step towards 
creating a welfare state drawn up and 
announced without any gesture towards 
consultation with Beijing. The scheme can 
be implemented barely two years before 
the transition, giving it time only to root 
itself deeply, perhaps irrevocably, before 
the HKSAR has to start footing the bill. 
In a notable speech to senior managers in 
November, Zhou Nan. Beijing's leading 
official in Hong Kong, addressed that 
issue. 2 " While China too wished the poor 
and the old to be taken care of. he said, 
a responsible government had to consider 
the cost to taxpayers, to budgetary balance, 
to Hong Kong's free market economy, of 
such innovatiofu.4mpticitty. he criticised 
Patten for "casually transpiant|ing] a costly 
Euro-socialist pay-as-you-go concept to 
Hong Kong without prudently taking into 
consideration similar western programmes' 
long-standing track record of grossly 
underestimating liabilities and grossly over- 
estimating funding projections” He cited 
a recent World Bank report which had 
des cr ibed "the crisis the world is facing for 


* V V. ■*, 1'- 

faitlngto folly had itt pension ttaWlfh 
The Chinese had, hi fact, foreseen «m 
this contingency, and had warned Bri 
against it at the highest level. When 
then British foreign secretary. Sir Goof 
Howe, went to Beijing in 1984 for 
signing of the Joint Declaration C 
Xiaoping met him and listed five area 
which action or inaction by Britain cr 
destabilise the transition. Among them 
this; ”We hope that the British Hong K 
authorities will not increase wages 
pensions at will, because such rise* w 
add to the burden of government o. 
future Special Administrative Regioi 
Howe "gave his personal assurance that 
prudent management of Hong Kong w 
be maintained” ICradock 1994:203]. 

That speech by Zhou Nan, the firs 
delivered in Hong Kong in Engl 
requites a close reading af a full, tho 
sometimes coded, statement of Chi 
approach in a countdown that, in t 
perception, has moved beyond non 
operation to-the actively inimical. (Z! 
the complete mandarin-commissar 
intensely disliked by those in Hong K 
on the governor's side, and he is rout 
abused in the British and pro-British H 
Kong press ss an "extreme hard-liner”, t 
and unyielding in negotiation: in fact 
provides an intriguing counterpoint 
Patten, just as relaxed and open in prf 
meetings, jocose and witty, and able, ir 
perfect English, to air wide literary 
political erudition.) 

Zhou warned the gathering of Hong K 
businesspeople that the system by wl 
they so greatly prospered was in diuige 
being undermined politically . 
economically by the purposeful action 
the outgoing government: “We are *c< 
disconcerting signs of attempted chan, 
proposed in the name of lofty causes. T! 
will definitely have serious negative im| 
on the future of Hong Kong”. He pon 
to moves to "illicitly change the cxecut 
led political system outlined in the B, 
Law into 4 legislative-led system", 
sacrifice the long-established low tax po 
the continuation of which the Basic I 
requires in favour of “a massive spent 
package" - “Drastically expanded ben 
payments and benefit commitments 
being offered in the disguise of a free n 
...(but) the price of the future S 
government being (breed to live beyof* 
meats would be budgetary imbalance, 
htitesjandl reduced financial market liquK 
which will result in eroded foreign invest' 
confidence” 

The irony of the situationaa Zhou preset 
it is rich. On the one baud a Chin 
communist calling on business people 
scrutinise “every spending move made 
the authorities, either in caihor in term 
com a tote m ," lew these undermine Hi 
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KMl'lfiM* .P/Mw son the ocher a 
Britbh Thtedterite politician, at home a 
loyal m e nrixy of a government that wav an 
avowed enemy of the welfare state and no 
friend of civil liberties, transformed into 
an activist social democrat and using the 
absolutist powers of the governor’s office 
to introduce policies the opposite of what 
he had practised and preached in Britain. 

Patten’s position in Hong Kong is 
weakening so far as political support is 
concerned, and it appears that his personal 
popularity has markedly diminished - 
informality and street-side flesh-pressing 
have staled, and there is strong public 
criticismofhisfrequent holidays and foreign 
travels. He justifies his wide international 
travel with the explanation that he is 
promoting the interest of Hong Kong, hut 
there is evidence to suggest that his efforts, 
expressing hostility towards the PRC. may 
in effect undermine confidence abroad in the 
HKSAR. For example, in a recent speech 
in San Francisco he said the assurances he 
had given about Hong Kong's future stability 
and prosperity “last until midnight on June 
30, 1997". After that, he told his audience 
of leading American businesspeople, “You’ll 
wont somebody else to tell you what 
happens”. His further remarks slrongiy 
implied that Hong Kong's “decent and 
civilised way of life” would come under 
threat in 1997. 31 Patten’s critics in Hong 
Kong have called on London to withdraw 
him, and some rare voices have been raised 
to that end in the British press. But so long 
as be continues co enjoy the support of prime 
minister Major he is “unassailable", to use 
the adjective applied to Tory ministers when 
such support becomes questionable. 

Patten’s office energetically trailered his 
gubernatorial address to open the Legco 
session in October as one in which he 
Would make peace with China, and won 
'. the usual gulled headlines on reports of his 
speech proclaiming his “olive branch” In 
fact what he offered was more a sprig of 
nettle. He apparently believes that in his 
confront a tion with China tiipe is on his 
tide: “Failure to reach agreements becomes 
1 manifestly more a problem for the incoming 

SARgovernment and forChina”. he thinks, 

\ “the closer we get to June 30, 1 997" ( Far 
Eastern Economic Review. October 13, 
1994). Accordingly, beneath rhetorical 
ofTen of co-operation, and indictments of 
\ China for what he presents as their refusal 
to respond (“co-operation is a two-way 

■ street") patten is clearly bent on the full 
• exercise of his powers, without the 
1 hindrance that genuine consultation with 
\ Bering would impose. Thus while in his 
, speech appearing to open ihe door a crack, 

■ to wrt * informal and low-level contacts 
- whh tht PWC, only hours later he had a 
i warning reminder circulated to civil 
; eoronu, that they were not to take part in 
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any of the PWC's formal, activities. And 
his other promises, of co-operation from 
1996 with the chief executive-designate 
and the Preparatory Committee, were no 
more than his masters in London are treaty 
- bound to give. 

The prospect must be for steadily 
worsening relations hetween Patten and the 
Chinese - and therefore between Britain and 
China - through the countdown, at the time 
of writing approaching the 900 days figure. 
That the airport agreement was signed in 
October was not a swallow presaging 
summer, it merely showed that Britain in 
some circumstances would bend to meet 
Beijing. There is no indication that the 
British government is worried by the quarrel 
with China, all its statements on the 
confrontation over Hong Kong are marked 
either by self-delusion or by a nonchalant 
acceptance that enmity with Beijing is the 
entailed and foreseen cost of a purposeful 
policy which will be pursued to the end, 
June 30, 1997. If it should change its line 
again, is there a course of extrication? 
Perhaps, for a brief period, there is. Suppose 
the appointment, as acting governor, of a 
senior Chinese Hong Kong civil servant - 
the name of Anson Chan, chief secretaty, 
has been mentioned in that context; 
postulate a strong him from the executive 
that if so inclined Legco might consider 
repealing the bill Patten forced through its 
reluctant processes last summer, and it 
doing so before the elections due in 1995. 
Those elections could then be held on the 
basis original ly agreed with Beijing, putting 
the through train back on the rails. Then, 
a last grand gesture, more consonant with 
the dignity of empire than the petty Parthian 
arrows advocated by Jan Morris, China 
might be told that Britain proposed to 
appoint the chief executive-designate as 
truly “The Last Governor". Thus the 
through train would be given a through 
driver, and Hong Kong could, as originally 
hoped, run smoothly through the transition. 
Patten's buffers by-passed. But such a 
denouement would require, first, the 
resignation or withdrawal of Chris Patten 
(Jonathan Dimbleby could rename his 
project ’The Second-Last Governor”), and, 
more than a U-turn, a “bootlegger’s turn” 
by theBritish government, the violence of 
which would probably see John Major 
unseated and which therefore he could not 
attempt. 

Appendix 

The text of Deng Xiaoping’s statement to 
Foieign Secretary Geoffrey Howe in 1984 
follows: 

I We hope there will be no weakening of 
the Hong Kong dollar. What is the right 
amount of its supply? Its sound credibility 
is based on the abundant reserves which 
exceeds the amount issued. This situation 
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should not be altered. 

2 We agree that land leases, as long as 
they expire within SO years after 1997’, may 
be granted, and the British Hong Kong 
Authorities can use the income thus 
generated. But we hope that it is spent on 
Hong Kong's capital construction and its 
land development, not on its administrative 
expenditures. 

3 We hope that the British Hong Kong 
Authorities will not increase wages and 
pensions at will because such a rise will 
add to the burden of the government of the 
future Special Administrative Region. 

4 We hope that the British Hong Kong- 
Authorities will not organise a team on iU 
own during the transitional period and then 
impose it on the government of the future 
Special Administrative Region. 

5 We hope that the British Hong Kong 
Authorities will persuade those concerned 
to ensure that British businesses will not 
lead a capital outflow from Hong Kong. 

Notes 

1 “it is not quite true ...that [the British had] 
never before handed over a poeiettion to 
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[Moms 1993:288] 
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be observed until they could be re¬ 
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to Beijing, set out Hong Kong's pose- 
1997 structure, as that was laser te be con¬ 
firmed in the Joint Declaration, in Ml 
f f MB Ct 

6 Text of Deng Xiaoping's remarks, Freni 
Release No 93004, Chinese Embassy. Lon¬ 
don, October 2, 1993. 

7 Press Release No94005. Chinese Erebansy, 
London, Msy 17, 1994. 

8 "The principle of functional constionuncins 
is a classic oligarchic device M eanare tint 
Acceptably *ffotpoMibfe' people |N dMv> 
etr [Welsh 1993^13-16} 

9 Research for tWs paper, h egtn a i ng ia April 
1993, has iaclndod extensive t a rervtewteg 
of officials, politicians and other relevant 
persons in London. Beijing and Hong Kong, 
at sally on 1 a background ("not far 
armbaoon") basis. 


1397 



10 Cradock's account of bis mission is .given 
in his Experiences of China, which throw* 
much tight on all these event*. 

11 These exchange* hetween,lhc two loreign 
ministers were made public only ufler 
Patten's unilateral initiative hod brought 
about the Smo-Bntish controntation. 

!2 Cradock, interview vulh (he writer. June 10. 
IV‘1.1 

13 The 1877 appointment was of John Pope 
Hennessy. of whom Welsh observes. "It 
might have been possible to find a man 
more unsuited to be a Colonial governoi . 
bul il would not have been easy” |Welsh 
1993.2551- Other historians describe 
Hennessy os “a man before his time” in his 
egalitarian approach to the Chinese 
population. 

14 Patten's tenure is being Roswelltsed under 
that title, on television and in a book, by 
his Friend Jonathan Dimbleby'. whose last 
subject for such treatment was Prince 
Charles. 

13 Surprisingly. Patten's protestations of 
innocence on this score were sometimes 
accepted, e g "There is no evidence to 
suggest that Patten sought a confrontation 
. he did not knowingly choose to confront 
the Chinese side” (Yuhuda 1993,262-6) 1 
But that imputes to Patten an ohlusenes* 
otherwise foreign to his record 

16 Later Patten Was to be quoted as returning 


the insults, with interest, referring in 
private conversation to “tying, tyrannical, 
murderous bastards in Beijing" Sarah 
Baxter. The Mail on 'Sunday Review, 
July 17. 1994. 

17 Sir Richard Evans, former ambassador in 
Beijing. House of Commons Foreign Affairs 
Committee Report. Voi I, paragraph )66. 

18 Speech to the Great Britain China 
Association. November 2. 1994, text from 
Foreign and Commonwealth Office. 

19 September 30. 1994, p 64 The style sug¬ 
gests that the writer was Ln Tak Shing. 
PWC member and the journal’s founder- 
owner. 

20 Since the PRC has never seen Hong Kong 
as lotetgn soil it has not agreed to having 
any formal governmental representation 
there In lit-u of u diplomatic olfice it built 
up the local bureau of Xinhua, the 
goverment news agency, and Us bureau 
chief or director is in cflect China's high 
commissioner The text or /.hou Nan's 
address to the Hong Kong Management 
Association on November 16. 1994 is 
given in Window November 18, 1994. 
pp 14-16 

21 Text, in unofficial translation, from the 
Chinese Embassy. London 

22 Quoted in Hongkong Dialy. Window 
December 2. 1994, p 72 The writer mites 
that the passage quoted was excluded 


, . » - ‘l 1 ' . ' 

frttm the official trtatehf* 
governor's remark* to iM C< 
wealth Club, but report* that hi 
mation office had confirmed thw 
said it. 
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DISCUSSION 


Partial Ihiths 
Privileging A ‘Male’ Viewpoint 

Meenakshi 


FEMINISM inlndiatavilMUKli ii.im- | w , sl 
ol all front me. a sneiolupa >ii tvtia.iimn. 
now working in I lie t*t> I .iom ut Icninmmy 
and culture within wliti'h I am ix.iiiiimng 
perceptions ol tin lemah- bixlv and 
constructions ol leimmmiv Unite, this 
rcxponsetoDipaiik.il (iupi.it/nVYui XXX. 
No 12.617-20) who kimw x li»»w Iti lell a ginxi 
tale and tells it n\eim;.:l> a ml iniiupclluii'iv 
Hut all tales well lulu .ae u»t i..\ ewinlv line 
or well eonsidcied iM ut!equ.ii,l\ ie>e.irehed. 

My first lOinplaiiitiliereiou tsiM.iit aipiav 
eominentsdispl.i) an .n.ideipt iickm-wuMge 
of the subject undci dm^ usoon.UMl.ueteplete 
uithgeneralistihoitv wii!.'i'il,\.\ei>iii’gasping 
lor breath and anm/cd th.r II 'H -.lio'.'ld 
; publish partial trui:,, ,i...| :iu-t In pnwleee 
an obviously nitje i.u'i. i!h.ini»b|i.vme.i a 
which Gupta pl.t, v s i hleb pi.'miwiti. 

- viewpoint 

What is (Juptj s pit>!'!. .i* it-. ■ On iiie tine 
hand, he digues llijt i.. .n nii.-avlmnpulogv 
is dismal and n. «> -ri. nn :i n.n> ill ti 
postiiKKJemismi/''i i ■ •i...i ;..!e vn.l.-nts 

III Hie US call ill has I If. n : >’l |'I\I lesuited 
. in exceedingly mm- •>! 

licldwork On tile liu> i.a.iu 'nuN a 
similar tauh in n,.'. Hsi .In..'n-.' '.»• die 
; exient that it pmri ..s nil..' ne umiskIc's 
’ tltc tein.de hods uu' if.' ».-i.e over 

, others, Fin.ills h, e 1 um.i f i‘.e ;viri nut 
the ‘Icinimlit-.i'ion • meoi* i‘> a d'.eti 
( consequence o' 'In inline ne ol 
i postmodernism nn i'.a. m|>i'iar. miellniu.il 
' discourse. Wlini is n>n . le.i 1 liowe-ci. is 
. whether(Jupiaisieienir.g tolemiiusiiheoi) 

; withinanthropi>loj.'v oi icmmisitlicois across 
disciplines Gupia ai»n Ini' i" specify 
i whether he is tefemng i>> leimnisi discourse 
originating in the w esi or in India Nowhere 
c in his article discs GupD cite the sunk ol 
?’ an Indian scholar or s|vcihc.it!v relei io the 
i feminist disctiutso m India Ilii' is 
. disconcerting as In- •iniic’iheless -irises .u 
' conclusions and m ikes nonet al:»ao< ais aiMiii 
the state of anthio|s>h-gs .’.iiilleiiiiiiisitlieorv 
in the west as well .is m indt.t An’ 1,1 
\ conclude then that Gupta is maknie in.- 

\ obiervatioiuafsuitfcn'iiusi discourse on the 

f basin of work rone in ilic wcm bin diieeis 
l his conclusions at lenutiisi thcorv in India ’ 
) What arc Gupta’s souiees'' He quotes one 
particular school ol thought inhiscomuients 

- oft the female body. vi/. the French s. no»l 
l orjl’emcrMfe^rnimr/ieexcmplilievIbs I-k. in. 
i hi* xtudews and ennex. and on icnuntsi 


Thupan 

n-.e'liodoloej Me relers paiiieuiaily Mi a lew 
papers in the (outiinl .S/c*i»s However. Io be 
lair to I lie wmk done in die .ueaol die leniule 
botlv.tiiipla needs to look I .oilier alield lhail 
Ing.ii.iv or Derrida before allemping a 
oilupji-oi lennnisl work o;i(lie suhiecl(see, 
lor example, (iutcus I9XX, Suleiman I‘1X6. 
finis/ IWO. 1‘m.ltoido 199.1.H.ii(kv 1990. 
Itjsis |90| | Vloremci. lie does nol ap|>ear 
lo lie l.inuliai w iili the mllueneeol die work 
ol Foucault on Icmmisi discourse |sec. lor 
example. Diamond and Quinn) I‘IKK: McNay 
1‘<9I |‘W4. S.iwieki |W|. Cooper I994J 
and die linplieaiiniis dus has lor IcmmiM 
analyses ol powa and resistance, especially 
wilh lelcn nee lo die (eniale body 
Comemporais work on the boslv suggest' 
dial l!v boJ\ isai/i-r/mr/roictiltmcinasmuch 
as we i me e.ue ol n. niauu.iin u. adorn and 


dress il. and communicate with others, and 
soon |sce. lor example. Feallversionc 1991; 
Bariky lWO: Bordo 199.1) It is also more 
directly a locus ol social control so that we 
are not really what we want to be but what 
we are made through culture, what Foucault 
callslhc 'doctlehodv iceulatedhythenonns 
ol cultural life. Tins hi nigs us to the question 
o| (Hiwei and. as Bartky suggests, wc need 
lo understand how die values of j system 
that <ippresses us are able lo lake up residence 
in our minds" (1990:2) Il is curious thai 
Gupia neglects to examine the feminist 
discourse on power and locusts'only on "the 
lemalc body as text' io which he attaches 
an importance that is not necessarily borne 
out in all the eonieiii|>orary lilerature on the 
lemalc body. 

Gupia's analysis ol die female body as 
text is grounded in an essenlialist view or 
the body and lemimnily Evidently. he docs 
mu hinisell consider this aspect ol the debate 
on the female body due lo his limited 
understanding ol the field j see, among others. 
Fuss 1991. de Laureiis 19X9. Sellers 1991. 
Stanton I9X6| He undertakes his analysis 
ol die icntulc bods on the premise that 
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woman is eguatdl with nature, i c, is defined 
essentially by her body and its functions 
which tend to define her roles in everyday 
life and in society and also give her a 
privileged position in terms of her 
understanding of ihafstxicty.ThiJconsti lutes 
one position in feminist discourse, identified 
mainly with early feminists like Firestone 
(1979) and Rich (1976) and, more recently, 
with the work of Irigaray (1985a and 1985b). 
This is not however the only basis, as Gupta 
would have us believe, for the feminist 
position that all theory be grounded in a 
women’s perspective or in women’s ways 
of knowing based on her body functions and 
dispersed sexuality. Rickman (incidentally, 
misspelt in Gupta’s text and whose work 
does not find a place in his list of references) 
no doubt concedes ihai the claim for a 
distinctly 'feminist epistemology’ entails the 
view that “women, becauseof certain aspects 
of their make-up. possess a privileged 
position which provides them with a unique 
perspective" (1990:126). She does not 
hesitate, however, to point out the limitations 
of such an approach, something which Gupta 
refrains from mentioning in his critique. 
Hekmanclearty states that such a view "reifies 
ike nature/cultwe dichotomy that is at the 
root of the exclusion ofwomenfrom scientific 
enterprise ” (ibid. 127, emphasis added). 
Secondly, to argue that* there is a "single, 
unitary perspective’’ is to forget that there 
"are as many different perspectives as there 
arc different contexts in which women live” 
(ibid: 128). Furthermore, Hekman, who no 
doubt espouses the cause of postmodernism 
in feminist theory in terms of its offering 
the "means of reconcepuialising scientific 
activity”, has this to say on the feminist 
critics of science’ I quote from her at length 
to illustrate the partial nature of Gupta’s 
comments on theinfluence of postmodernism 
. on feminism and theory. 

No major feminist critic, of science has 
explicitly embraced postmodernism. 
Although many of the feminist positions 
# owe much to postmodern conceptions, 
postmodernism doe* not constitute an 
identifiable position among the feminist 
critiques of science. The absence of a 
post m odern feminist critique of science 
testifies to the tenacity of the Enlightenment 
conception of science and. particularly, its 
dan to objectivity. Although feruiat(U me 
arising to reject most aspects of masculinise 
science, they cling to objectivity because it 
constitutes the achievement of true 
knowledge that they find so hard to 
fdmqeiah" (iM:13f). 

Gupta’s generalisation that "feminist 
scholarship will typically ignore those areas 
where women interface with men" (p 630) 
and his conclusion that therefore feminists 
•re taiottnatad in examining women 
mtreprcmcmt or the fashion in du str y, etc, 
once again indicates his i g oot m et at the 


scholarship in the field (tee. for example, 
Dbillon 1993; Vinze 1987; Wilson 1990; 
Finkclstein 19911. It would also have boen 
useful if Gupta hod supported his claim that 
feminist studies arc "largely about how 
women give life, about how they know 
about life, about childbirth, about 
menstruation...” (ibid) by referring to at least 
one study on any of these themes by an 
Indian scholar. (Incidentally, he does not 
even refer to a western scholar here.) The 
fact thai he does not is on indication that his 
claim is based on a male fantasy, based 
entirely on speculation, of the kind of work 
that feminists arc probably engaged in. The 
‘other’ feminists Gupta refers to who 
“function in a world of theory and 
intersubjectivity” remain anonymous and 
therefore their important work remains 
invisible to us. 

Clearly. Gupta is looking for answers to 
the question of the decline of the Marxist 
frame of analysis in theory today and finds 
them in the growing significance of feminist 
scholarship in India. He then sets out to 
ridicule this scholarship through an attack 
on some aspects of postmodernism and 
feminist discourse in the west. It Gupta is 
so astounded by the privileging of the female 
voice in contemporary feminist discourse, 
and sees this as a ’subjective’ trend and a 
sign of declining objectivity in theory, one 
wonders if he has ever questioned the 
ethnographies provided by the stalwarts in 
Indian anthropology? I refer here to the 
works o< Srimvas (1976). Mad an (1965) and 
Beteillc < 1965). among other*. Such work 
is based on extensive fieldwork in different 
communities in India where the 
ethnographers relied primarily on male 
informants. Does it occur to Gupta that these 
ethnographies therefore, if one follows his 
frame of analysis, also reflect a similar 
subjecn vtty that he sees in feminist discourse 
today? Be that as it may .his intersubjectivity. 
rather than objectivity or subjectivity, that 
one (female or mate) strives for in 
understanding society whether or not this is 
an outcome of postmodernism or of an 
increased undemanding of the nature of 
fieldwork and theory today. 
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Enron: Wrong Choice 

Intended solutions to the crises of the electricity system, to be genuine, 
must simultaneously resolve all the crises of the system — of capital, 
performance, equity/acccss and environment. Solutions that focus on only 
one of these, for instance the capital crisis in the case of Enron-type deals, 
are sub-optimal and defective solutions that will aggravate the other 
crises. Special attention must be paid to the performance crisis of the 
SF.Bsand any solution of the Enron type which is certain to worsen the 
technical and financial performance of the associated SEB must be 
rejected, Also, any solution that undermines, rather than strengthens, the 
capacity and human resources of the indigenous electrical equipment 
industry must be rejected as unacceptable. 1441 

Contrary to the company's claims, the levclised tariff for power from 
Enron's Dabhol project will vary from Rs 3.44 to Rs 4.68 per kWh, 
depending on the changes in oil prices, plant load factor and rupec-dollar 
exchange rate. For power from the Dabhol project to be viable for the 
MSEB, the latter's average tariff will have to be raised by more than 14.5 
per cent per year over the 20-year period of the agreement. The MSEB 
will end up paying about Rs 225 crore extra every year on account of just 
Enron s higher capital costs and the exceptionally high profitability 
assured to it. An analysts of the structure and techno-economic 
implications of the Dabhol project’s Power Purchase Agreement. 1449 
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Jokes as History 

Anonymous popular tales and other 
folklore can contnhute to our 
understanding ol political history, so 
long as wc do not view them too 
closely in the perspective of our 
contemporary concerns or lose sight 
ol their diverse generic identities. 
Thus, as artefacts, the Akhar-Birbal 
jokes are as visible and valuable an 
indicator ol Akbar’s impact on Indian 
history as are the ruins of his four 
forts, the chronicles written by his 
historians and the miniatures 
painted hv his artists. 1456 

Dispossessed 

The canal net stork lor the Sardar 
Sarovar Project tSSP) will affect far 
more people than the reservoir itself. 

A substantial number of people will 
lose significani amounts of land and 
some will be rendered landless and 
suffer intense deprivation in other ways. 
The Gujarat government's policy, 
however, is io pay compensation only 
for (he land actually acquired The 
government does not even have a 
record of those who have lost all their 
land, nor do the decision-makers have 
an understanding of the most basic 
facts about the full impact of 
ctn al bu ilding.__ 1413 

Gift of Power 

The concept of ‘empowerment ’ implies 
formal rather than substantive power 
and it involves an external higher level 
agency to grant power rather than 
people below seizing it as a matter of 
right through struggle. Above all. 
‘empowerment' is rendered questionable 
because it is pan of the political 
philosophy of western capitalism’* 
drive tor globalisation. 1434 


Organising the Unorganised 

Organisations of workers in the 
unorganised sector have tended to have 
limited spheres and have differed 
greatly in their ideological positions, 
organisational structures, policies and 
strategies. The formation of die National 
Centre for Labour last month has to 
be seen against this background. 1422 

City and the Worker 

The history of the city in the 20lh 
century is not only about how 
economic power has been built. It is 
about how workers have fought to 
better their conditions and how urban 
communi i. s have struggled to 
improve their living standards and 
how these two movements, in 
numerous combinations, have 
defined the real life of the city. 1437 

Sacrifice Zones 

With economic liberalisation and the 
dismantling of regulatory mechanisms, 
industrial estates have beat proliferating. 

A kwk at two estates in Andhra Ptadesh 
yields major lessons about their 
human and environmental costs. 1419 

Not Guilty 

There is no axiomatic link between 
feminism and increasing rtaddie daas 
women’s employment. This growing 
trend is a product of changing values, 
requirements of die job market as 
well as individual family economies 
and expanding educational and . 
vocational choices. _ 1443 

Russia and Asia ; 

Where does Asia stand today in Russia’s I 
foreign ootiev and in its external j 

i economic poitetes m pumctkUtr. 1424 j 


LETTERS TO EDITOR 


Women's Right to 
Property 

BfNA AGAKWAL’s article 'Gender and 
Legal Rights in Agricultural Land in India' 
(March 25) misses out on the inherent 
injustice in the effort to secure property 
rights for women. Unlike men, who 
incidentally have other compensations, 
women's entitlement to economic better¬ 
ment (including property) is derived from 
two sources, namely, by birth and by 
marriage, and the entire effort seems to be 
to retain and consolidate both. This 
marginalises an unmarried woman on at 
least four fronts that directly lead to 
economic deprivation vis-a-vis a married 
woman. (1) An adult woman aspiring to 
marry may very well decline to marry a man 
whose means of livelihood she considers 
unstable or unsatisfactory. On the other 
hand, a woman who does not wish to marry 
(and there are ample visible reasons for 
such an inclination) must necessarily 
compete with men in a job market that is 
heavily biased in favour of men; (2) 
Streedhan is broadly defined as money, 
property, gifts, ornaments, etc. received by 
the woman from parents, relatives, etc. 
Marriage is (he cut-off point at which a very 
substantial portion of ‘streedhan’ is handed 
over to the woman. But a woman who does 
not marry may get partially or completely 
left out of this because of the absence of a 
cut-off point. Even her parents may give her 
too little too late, if at all; (3) Partition of 
parental property, particularly when linked 
with an inherited means of livelihood (such 
as land or family business) is heavily biased 
in favour of sons for socio-economic reasons. 
It is the son who steps into the father’s 
shoes, not the daughter. It is the son who 
brings home a bride and raises a family. The 
son’s visible entitlement thus is much greater 
than that of his unmarried sister. Again with 
marriage as the cut-off paint, the son may 
rightfully seek partition, and in the process 
leave the entire responsibility of his aging 
parents to his unmarried sister, irrespective 
of her economic resources. She, on the 
other hand, is unlikely to demand partition 
. at this would sever her from the only family 
she has; (4) The question of entitlement 
through marriage does not arise. This is the 
only deprivation (in addition to the 
biological one) that is fully known to the 
woman, and in tius respect slone does the 
make an informed choice. Other economic 
deprivations mentioned above generally 
come as bitter surprises gradually over a 
period of time, and a woman is in no position 
to make an informed choice about diem. 

Sadly, the women’s movement does not 
even acknowledge the existence of these 
ground realties, leave alone addressing 




them. Their quest for ‘gender’ equality 
stops at the married woman, who is selected 
as the wronged one, oblivious of the known 
but unexpressed fact that women being 
poorer than men, opt for marriage as a 
means of overcoming that poverty. Thanks 
to these blinkers, while an unmarried woman 
silently bears the triple burden of economic 
injustice, biological deprivation and social 
marginalisation, it is the married woman, 
better protected than even men against 
improvement, who gets sacrificed at the 
alter of dowry. 

Shubha Khandckar 

Kalyan 

Whose Feminism Is It 
Anyway? 

THIS refers to Dipankar Gupta's piece on 
‘The Femimfication of Theory’ (March 25). 
1 would like to make the following points: 

(1) The use of the term ‘theory’ is 
ambiguous and vacillating. An initial 
sentence like “true to the post-modernist 
credo... displace noiibns of theory and 
disciplinary boundaries” obviously sees 
'theory' along with ‘disciplinary boundaries' 
as something positive and related to the 
author's own brand of marxism. The rest of 
die article, on the other hand, equates ‘theory' 
with extreme forms of Derridean post- 
structuralism and various forms of post¬ 
modernism. Gupta also fails to see that 
there are elements of post-structuralism 
and post-modernism that can be usefully 
appropriated for radical politics and 
theorising. 

(2) The article also trots out the rather 
hackneyed notion that feminists have been 


cutting their own throats by overlooking the 
fact that feminism is "contained j n 
marxism". While marxism has a lot to ^ 
that can be articulated with feminist 
strategies and thinking, it ignores thej 
specificity of gender oppression und 
patriarchal structures. This has been dem<: 
strated lime and again by generations 
feminists, — even by those who prioritised] 
their marxist and socialist affiliations, 
such as Kamaladevi Chattopadhyayj 
and Simon de Beauvoir. On the other 
hand, it may be considerably more usclul if 
one were to see marxism as being contained 
in various feminist perspectives and 
practices. 

(3)Thearticle’s notion of what cons tiiuiej 
'feminism' appears to be rudimentary and 
extremely limited. It overlooks at least rwq 
essential points: 

i) Feminism is not an ‘ism* in the seme 
of being a discrete, unitary discipline. Im 
a perspective and, as such, is heterogeneous 
and cuts across all other ‘isms' and 
disciplines. There are, therefore, bound to 
be varieties of post-modernist feminism « 
there are feminisms of other kinds: it) there 
has been a prolonged and sustained critics 
debate within and among the various 
feminisms and this debate has had relations 
to feminist political practice. 

In summary, Dipankar Gupta's article 
seems to be saying: 'It is typical of tl 
silly women to jump unthinkingly onto 
latest fashionable intellectual hand* 
without realising the consequences'. 0 
wonders whether Dipankar Gupta's ow 
marxism has managed to include any In 
of feminism. 

Saxvar V Showy CtiAvj 
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"orests Are for Burning 

T HE forest fires raging in the hills of northern India for 
more than two months now are not only leaving a trail 
>f destruction, but are illuminating, in no uncertain way, the 
consequences of a narrow concept of environmental 
fotecdon, one not organically linked to current understanding 
>f development. The fires are just the most visible signs of 
i piecemeal approach to protecting forests, of delinking 
eople from processes. In their glare, the state’s calculations 
n incorporating environmental ‘concerns’ in its agenda lie 
exposed. 

, Over the last couple of months forest fires have destroyed 
thousands of acres of green cover in Uttar Pradesh, Himachal 
^radesh and Haryana. Whatever the cause of the fires - a 
lighly disputed subject - the fact is that they could not be 
ought under control quickly enough to prevent the 
■estruction of the forests and the consequent disruption of 
nimal life and damage to human livelihood. In UP the 
onfiagration, which was first spotted in April, had assumed 
igantic proportions by May. In Himachal it has affected over 
,000 acres in Una, Hamirpur, Shimla, Solan, Sirmaur. Kullu 
ndMandi. The entire forest range in Garhwal and Kumaon 
; still burning, the forest department having virtually given 
p efforts to control the spread of the fire. Officially, of some 
"1900 hectares, over 1.200 hectares have already been 
zed. In the Shivalik hills of Haryana, summer forest fires 
•e not uncommon, but this year they have been raging 
^controlled. 

< Everyone agrees that forest fires arc not unusual during the 
iimrner months, but normally the fires remain minor because 
various natural factors, such as early summer showers. 
! s year the story has been very different. Forest officials 
~ve sought to make out that villagers set fire to the 
ndergrowth for various reasons - for minor cultivation or for 
earing the ground of pine needles so that domestic animals 
in find grazings. But such official explanations disintegrate 
the face of other facts. Forest fires have been occurring 
-.’i increasing frequency and reports indicate that limber 
on tractors may be setting fire to forest areas deliberately 
•use these areas are then regarded as ‘degraded forests’ 

I are open to the contractors. In the process, they arc also 
: to can away green trees, the felling of which is illegal, 
at officials also admit that fires are started by contractors 
destroy evidence of illegal fellings. Clearly, a vigilant 
test department would have noted these links and instituted 

.Msureatotoepawmch.’nusyearthe normal fire precautions 

ire also apparently not taken. And, significantly, the usual 
actioe of calling meetings with panchay ats and villagers to 
dtdr help and co-operation was abandoned. That the 


villagers too failed to prompt the department to take 
precautionary measures is indicative of the synthetic and 
unsustainable nature of state-people interaction. 

The apathy of the forest department in dealing with the fires 
has been shocking, to say the least Fire protection measures 
in most areas were confined to appointing ‘fire watchers’ and 
it seems to have been generally assumed that the fires would 
die out naturally. The department’s attitude has been one 
of accepting the inevitability of forest destruction. No special 
high-level team has been constituted, no ‘Red Adair’ flown 
in to control the fires. 

Everything points to the fact that forests are not considered 
‘wealth’ in the same way as (he wood they yield or the land 
that would become available if they were destroyed, or the 
power that would be generated by dams which would submerge 
them. This is substantiated by the consistent mismatch 
between the pronouncements of the government and its 
actions. The environment minister’s anxious statements 
about the poor levels of reforestation sound hollow set 
against his decision to throw open so-called degraded 
forests in Madhya Pradesh to industry. Similarly, opening 
up forest areas for mining in Orissa, Nagaland and other 
states, permitting nuclear power plants in regions which 
exhibit rich and precious biodiversity and building dams and 
creating large bodies of water by submerging vast tracts of 
land hardly mesh with the govemrc.nt’s proclaimed 
environmental agenda. 

The point is that, as several commentators have noted, 

protecting and preserving natural resources, forests, flora and 

fauna on land or water cannot be accomplished by legislation. 

Laws can only be enabling provisions and their objectives 

can be achieved only by looking at natural wealth as an 

integral part of people’s lives. As has been shown time and 

again, protecting the environment without safeguarding and 

preserving people's livelihoods is impossible. Bin then such 

popular participation can hardly be hoped for when the state 

has repeatedly and over decades stripped people of their 

livelihoods, ousted them from their traditional habitats and 

treated the few leaders who have inspired them as rabble- 

rousers and trouble-makers. A state which takes away the 

land rights of people in forest villages, which bans forest- 

dwellers from gaining access to grazing grounds for cattle 

within so-called ‘reserved’ areas can hanfly expect people 

to support its efforts to protect forests. No one, and least of 

all the people who are most affected, can ignore the ever- 

widening chasm between the people's perception of 

environmental protection and the state's. And it is this which 

makes ’forest fires’, man-made or otherwise, inevitable. 
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WORLD ECONOMY 

Dark Spots 

THE world economy is in disarray, notwith¬ 
standing the selective recovery last year 
from the global recession of 1990-93. World 
GDP in real terms grew by about 3.7 per cent 
in 1994, which was the highest grow th in 
five years and was in line with the long-term 
trend growth of around 3.5 per cent. The 
growth rate achieved in 1994 compares with 
rates in the range of 1.3 to 2.5 per cent in the 
previous four years. All the same, there are 
a number of disturbing elements in the 
world economic scene which should have 
bothered the leaders of the Group of Seven 
industrialised countries when they met ai 
Halifax, Nova Scotia, hut from all accounts 
they skirted the crucial issues. 

In the first place, while almost all 
industrialised countries have participated 
in the recovery. the countries most advanced 
in the cyclical upswing include only three 
from the G-7. namely, the US, the Ui< and 
Canada, and only six of the 24 OF.CD 
countries experienced growth rates ranging 
from 3.8 per cent to 5.5 percent in 1994; the 
others chalked up more moderate rates 
ranging from 0.6 per cent to 2.8 percent; the 
growth of the 15 members of the European 
Union averaged just 2.8 per cent. Among 
the major industrialised countries, while 
the US expansion has been rapid, verging 
on overheating, Japan is facing a severe 
recession together with a super-strong yen 
and pressure for larger imports 
Second, even as the world is just entering 
a recovery phase, the momentum of growth 
has begun to slacken and fears of the world 
economy slipping into yet another recession 
have begun to be aired A major source of 
anxiety is the possible failure to achieve a 
soft-landing of the I'S economy - its urn Kith 
passage from an overheated state to one of 
sustainable, non-mflationary growth. 
Contrasted with the phenomenal rate of 5 i 
per cent recorded in the fourth quaitcr of 
1994, the US economy has cooled down 
quite dramatically to a growth of 2.7 per 
cent in the first quarter of this year, with 
growth expected to he almost flat or even 
negative in the second quarter. Many 
forecasters now expect the US economy, 
the locomotive of world economic growth, 
to slump again intoacyclicai recession with 
GDP expanding at an annual rate of just 1 to 
2 per cent in the second half of the current 
year. Reduced consumer spending after 
repetitive interest rate increases, slackness 
in government spending, slowing down of 
both fixed and inventory investment and 
worsening of the trade position (with the 
highest-ever trade deficit of $ 14 25 billion 
in March! arc expected to cramp US growth, 
fapan remains snick in an unprecedented 
economic slow-down since 1992 Though 


Japanese industrial output ts rising by 5 to 
6 per cent ‘on an annualised basis. Other 
indicators such as overtime working, 
machinery orders, consumer demand and 
investment are all showing a downturn. The 
government's stimulatory package, the 
fourth in a row undertaken at US prodding, 
has hardly helped to revive demand. What 
has come to be known os price destruction, 
combined with tumbling share, property 
and other asset prices, has left firms and 
households with severe debt problems. This 
in turn has weakened the country’s financial 
system 

The structural problems of developed 
market economies show no signs of 
mitigation. High levels of real interest rates 
associated with restrictive inflation-fighting 
macro-economic policies, vastly fluctuating 
exchange rates, insufficiency of domestic 
savings, large budget deficits, unprecedented 
levels of government debt and persistence 
of high unemployment rates arc all playing 
havoc with the recovery process. The 12 per 
cent depreciation of tlie US dollar in trade- 
weighted terms in the past one year in fact 
understates the impact of exchange rate 
fluctuations on the world economy. The 
Japanese yen has appreciated by about 20 
per cent vir-a-vis the US dollar and the 
German currency bv about 6 per cent. 
Associated with the exchange rate gyrations 
has been the aggressive US reliance on 
bilateral threats to resolve trade disputes, 
such as the one over US car exports to 
Japan, even after the establishment of the 
World Trade Organisation (WTO), fattest 
data show (hat government deficits in all (he 
major European countries, except Germany, 
exccedthe 3 per cent o( GDP limn prescribed 
under the Maastricht neaty and public dcht 
as a proportion of GDP also exceeds the 60 
per cent limit fins situation calls for tight 
fiscal and moneury policies ssuh senous 
consequences for (he cost of capital and 
tconomic growth. 

A recent IMF study has brought nut how 
the world saving rate, which averaged 23 
per cent during the pre-oil shock y ears from 
i960 to 1972 and rose lo 25 per cent during 
the period of adjustment to the oil shocks 
Irom 1973 to 1980, fell to 22.5 per cent 
during 1981-91 and further to 21.75 per 
cent tn 1992-93 1 he sharpest decline in the 
saving rate has occurred in the US, from an 
average of 20.3 per cent during 1973-80 to 
15 per cent currently, while tic saving rate 
tn the European^'nion has fallen from 23.4 
percent to 19 percent The Japanese saving 
rate, however, remain* stubbornly high at 
over ,33 pet cent ,In the developing world, 
Asian countries have shown a remarkable 
improvement in their saving rate from 25.5 
per ccm during 197 3-80 to 33.9 per cent in 
1994. But for the hu’h saving rates of Japan 
and (he south-cast 'MWieosmtne* (rangtng 
from 33 to 40 pet cent), the slump In (he 


world saving rate would have been won,. 
The large saving-investment imbalances j n 
the developed market economies, p Kr ,;. 
culatiy the US, have given rise toa series of 
distortions in the world financial system, 
high real interest rates, external (laymcnis 
imbalances andextremejy volaiileexchangc 
rates. Such an environment is certainly m* 
conducive to continued healthy growth „| 
world trade. No douht the volume of worl* 
trade expanded vigorously by 9 per cent m 
1994 against 3.8 per cent in 1993, hut 
predictions are that growth of import 
volumes of the industrialised countries 
which rose sharply from 1.5 per cent to I tj.j 
per cent in 1994, is likely to slow down to 
about 6 to 7 per cent in 1995. 

The most disappointing aspect of u* 
recent world economic recovery has been 
the niggardly growth of employment in il* 
industrialised countries. These countries ±< 
a group faced an unemployment rate m 
6 percent in 1990, which steadily increased 
during the recession years to 8.1 percent b, 
1993 and remained at that level in 1994 
Despite the economic recovery last year, 
employment growth in the European Union 
countries remained negative for the tounti 
year in succession. The unemploymem rote 
which had dipped to 7.9 per cent m ifc 
previous recovery peak in 1990 for the 
group of countries, has steadily risen t> 
touch 11.6 per cent in 1994. A majority a 
the countries in Europe have unemptoymw 
rates above 10 per cent. The only maja 
industrial country to show improvemem x 
employment is the US where the airres 
unemployment 'rate is 5.7 per cent. thniig 
a number of studies have brought out tv> 
inequality in the distribution of income 
increased and how poverty levels deepens 
in the US during the 1980s. A US Cchv 
Bureau study has pointed out that in I 1 *' 
while unemployment declined amJ cr<« 
domestic product improved iiiiheUS.vuiv. 
fell relative to inflation and there wa* ■’« 
in the number of people seek inglbod-ump- 
Thc number of the poor rare from 38nu!in* 

(14 K per cent of the population) in I 
39.3 million (15 1 per cent) in 199* 

G-7 SUMMIT 

Tilt to RegkmaMsn 

AGAINST thu background, the debt* 
(tons of thcG-7 summit must be reckoned 
having been extremely dwappomiing A|v 
from reiteration of the cfkhe-ndden 
mem of die April meeting of G-7 fm^ 
mtfiiaten calling for an orderly reverts 1 
the dollar's depreciation, there was "‘•''"I 
tangible fay way of solutions to any «*» 
banc issue* confronting the workied-m*'’ 
Instead, dw leaders concentrated m * 
Isaac*, namely, the commitment to l ‘r 
fhh an IMF enwgracy financing too* 



iriftn worth $58 billion to bail out econo¬ 
mies on the verge of bankruptcy caused by 
flight of capital and, Wood, what has been 
termed as the first step towards modernising 
- the Internationa) financial institutions ax the 
heart of die work) economy. 

The first proposal was essentially 
prompted by the financial crisis faced by 
Mexico which was a classic case ol the 
TVailure of US-inspired macro-economic 
*■ policies and which involved a S 50 billion 
rescue plan consisting of $ 32.2 billion Irom 
the US and $ 17.8 billion from the IMF 
which was roped in to finance a si/.cable 
part of the bail-out. The G-7 leaders have 
accepted the supremacy of the markets over 
national policies, arguing that the “trillion- 
dollars-a-day currency markets can no 
longer be reined in by ( the authorities' 
< actions”. Such a system is also sure to 
f produce more.Mexican and Barings Bank 
; type crises, but the entire burden ol 
managing them is being placed on the IMF. 
• though it may have little say in regard to the 
policies of the rich countries which 
contribute greatly to the crises. The US's 
' scant regard for multilateralism is reflected 
in its attitude to IMF surveillance of 
; exchange rates and its unwillingness in 
' accept the discipline of the WTO in its trade 
tdtXpUle with Japan. There is understandable 
t scepticism, therefore, about the 0 -7 proposal 
i for the IMF to establish benchmarks tor 
' timely jtublication of key economic data 
: and identification of countries thaf do not 
' comply. The world’s experience ol US 
] recalcitrance over the behaviour of the 
■’ dollar has been hitter, to say the least. Yet 
i the G-7 summit has been content to call lor 
l increased IMF overseeing of economies 

t which arc considered important to the health 
r of the world economy with added attention 
| being paid to financial and banking issues 
1 and capital flows This has always been a 
■; part of the IMF surveillance system, but lias 
} not worked hitherto essentially because ol 
| the US attitude The industrial countries' 
\ hope that m future countries which tail to 
| follow the IMF's advice could face greater 
f pressure to com ply than in the past, from the 
J IMF itself and from other nations, has 
■ altogether little basis, 
t Apart Irom the merits of the issues raised 
j at the G-7 summit, the total dominance of 
* the industrialised countries over the world 
' economy has prompted these countries to 
* virtually abandon all pretence of multi- 
| lateral ism and behave as if the forum of the 
, : 0-7 summit constitutes the executive board 
jtpf the IMF and the World Bank. This is 
.'Vucnly brought out in the summit's 
’iprapcwal that the Development Committee, 
ilwhkh guides the development finance 
'policies of the World Bank, be merged with 
phe IMP* Interim Committee which sets 
iout policies on the international mooctury 
|ay*tcm. This is an obvious attempt to 

V: 


downgrade the importance of development 
finance provided by the World Bank and 
make it yield some of its role to regional 
development hanks. Thedevcloped countnes 
seem to be working on the premise that 
regtonaltsaiton of the world economy gives 
them a better leverage to dominate and 
control decision-making in the world 
financial system 

POLITICS 

BJP’s Search for Allies 

THF BJP’s support to Kanshi Ram in order 
to overthrow Mulayam Stngh 'i.idiiv's 
government should not he dismissed as a 
knee-jerk rcaclinn to that government's anti- 
BJP politics or as an isolated move by the 
BJP in that state. It is part of a wider 
electoral strategy that is hemp adopted by 
the BJP and should he viewed as a precursor 
ol Us policies in the run-up in the next 
parliamentary elections. 

The B.IP's central leaders arc reported to 
have decided lo enter into alliances with the 
AIADMK in Tamil Nadu, the Assam G.iim 
P arishad in Assam and the Maharashtra* adi 
Gomantak Party in Goa. They also hope to 
rope in (he anti-l.aloo Yadav Samala Pany 
led by George Fernandes, who •• reputed to 
have a soft corner for the BJP. They are, of 
course, siircol the support ol the Shis Sena 
in Maharashtra. - although tt behaves more 
as a ‘big brother' than an alls. In Uttar 
Pradesh, they have now gamed a new ally in 
ihe BSP. The stage is thus set for capturing 
as many seats as possible in the Lok Sabha 
irom these states with the support ol these 
regional parties The quid pro quo in the 
BJP's election strategy is simple The BJP 
will rally ilsorganised support behind these 
regional parties in Ihe assembly electa ms !«> 
help them lo come to jv.wei in their res¬ 
pective suites, while ineM.li.mge these parties 
are expected to support BJP candidates lor 
the Lok Sabh i and send them to parliament 
to help the BJP to form the nest government 
at the centre. Whether the plan will work is 
a different question, hut one must .dmit that 
the BJP leadership has struck on a clever 
strategy in apolitical scenario where a new 
generation ol unscrupulous politicians, 
devoid of any ideological commitment, lias 
emerged in dilterenl stales, riding piggy¬ 
back on the frustrations and hopes ot local 
people, easies and linguistic and olher 
communities. They are fast filling up the 
v acuunt created by the failure of the national 
parties. Given their limited objective of ihe 
fulfilment of their respective sectoral 
demands and their overriding ambition to 
carve out a niche lor themselves in the 
political hierarchy of power, they are ready 
targets for the BJP's seductive promises. 

It is no wonder, therefore, that the BSP 
leaders. Kanshi Ram and Mayavmi, should 


have fallen for the BJP They had once 
derided die BJP as a brahmin-dominated 
'Manuwadi' pariah, but are now rationa¬ 
lising their alliance with it hy discovering 
changes in its policies The volte-face 
indicates the untrusiworthmess of such 
politicians as potential allies of sec ular and 
democratic forces. The projection ol 
Mayav ali as a 'daht' chief minister - and a 
woman at that - by ihe media and by the 
prime minuter (during hi.s recent von 
abroad) as an advertisement ol India’s 
supposed success in abolishing un- 
touchabiltty may flatter the egos and further 
the political careers ol a handful of BSP 
leaders, but lor the vast masses of poor 
dalils of Uttar Pradesh the euphoria is likely 
to be shortlived. This has happened in the 
past with tribal movements and agitations 
of linguistic communities w hich catapulted 
ccnain leaders to prominence and even 
positions of power. Once in these positions, 
the leaders used ihcm lor themselves and 
left then '•upporlers in the lurch. The 
discredited role of the AGP ministers in 
A-sain. >he allegations of corruption against 
the onec-popular Subhash Ghishing of the 
ONLF in Darjeeling in West Bengal and the 
self-serving record of the leaders of the 
various factions ot the Republican Party of 
India of the dalils should be reminders fot 
those in different parts of the country who 
are tilting in f. our of small-time political 
operators masquerading as leaders and 
promising to lead their flock to salvation. 

But the Maynvatis and Subhash Ghishings 
and Ihe AGP leaders and ihcir ilk in the 
other regional parlies are operating in a 
manner which is no different from that of 
the leaders of the established national parties. 
b> tact, the latter appear to have set the 
norms to he followed by po.incid.is-borsc- 
tradnig on the ’’ .or of die legislatures 
backed . y bribing, iniimioation and 
abutietion ol Ml ^s. regular political 
somersaults hy s»rtc lung front one political 
position to a dilfetent. and often opposite, 
one: and. along with these unscrupulous 
methods in public, extremely scrupulous 
cons ent in pro ate for making hay w hile the 

-am shines. 

As tor the BJP. after ihe tailure of the 
Janata coalition in IQ80. when in April that 
seat the then Jana Sangh decided to come 
out and torni the BJP. its ideologue. Nanxji 
Deshniukh. had assumed a morally superior 
tone to justify the new party's proclaimed 
intention to keep away from opportunistic 
alliances and questioned the motives of 
other political parties. "Will it he possible", 
he had asked, 'to defeat the present immoral 
dictatorial tendencies in Indian politics 
through a resort (si powcr-orientcd. 
opportunistic and vine-getting politics ’" li 
is clear that today. 15 years later, mi s<ne 
among the BJP's leaders n in ihe least 
disturbed by such questions 
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ADVERTISEMENT FOR POST OF STATE PROGRAMME DIRECTOR 


Required for an autonomous women’s 
education-cum-development society a 
STATE PROGRAMME DIRECTOR 

The Job: As executive head of the programme, the candidate will have to guide, 
inspire and manage a team of over 150 staff working in 5 districts of Karnataka 
in over 500 villages and handle a substantial budget. 

The Candidate: Will be a woman dedicated to working for the empowerment of poor' 
rural women. She will have had an exposure to and conceptual clarity on development 
and women’s issues and the ability to strategise and think innovat'ively. She will 
have excellent managerial skills including finance and administration. 

Education: Master's Degree from a reputed University with good academic record. 

Experience: At least 10 years work experience essential. Grassroots and/or training 
experience an advantage. 

Language: Knowledge of Kannada essential. Excellence in written and spoken 
English required. 

Age: Around 35 years. 

Location: Bangalore. * 

Duration-. 2 years or end of project period, whichever is earlier. 

Probation: 6 months. 

Emoluments-. In the range of Rs 8000/-; however negotiable. Salary will not be a 
constraint for right candidate. 

• 

Persons who do not meet the above requirements will not be considered. Applications 
with detailed bio-data and description of responsibilities held/achieved must be sent 
by 15th July to: 

* 

Box No: 1510 

Economic and Political Weekly 
Hrtkan House 

284, Shahid Bhagatsingh Road 

i Bombay 400 001 

* . »« 

* 
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IN THE CAPITAL MARKET 


EPW Research Foundation 


IDBI 

INDUSTRIAL DEVELOPMENT BANK 
OF INDIA (IDBI) has done well in 1994-95, 
-Whiledisbursements went upby 31 percent, 
' overall sanctions rose by 58 per cent. Direct 
' finance recorded growth in sanctions of 75 
per cent and in dtsburaemeru s o f 45 per cent. 
Profit after tax were higher by 30 per cent. 

IDBI’S total income from operations. 
; excluding capital gains on sale of invest- 
| menu, grew by 14 per cent in 1994-95 and 
tout expenditure rose by 9 per cent. Net 
l operating profit, exclusive of provisions and 
yvrite-off of doubtful and bad debts, rose by 
-32 per cent. The company has declared a 
J dividend of 20 per cent for the year on pro ¬ 
rata basis, amounting to Rs 131.8 crore. 
'Earning per share was up by Rs 7 for 
the year. 

Under fund-based operations, direct 
; finance accounted for 90 per cent of total 
) sanctions during 1994-95. an increase of 8 
jper cent over the previous year. In terms 
?of disbursements, direct finance accounted 
ffor 87 per cent, an increase of 9 per cent 
ijover the previous year. The share of re- 
i finance, bills finance and resource support 
| to other FIs has been declining in the past 
; few years. Under direct finance, rupee loans 
5 sanctioned increased by 56 per cent, while 
^sanctions of foreign currency loans 
'increased by 156 per cent. Disbursements 
of rupee loans increased by 40 per cent and 
^foreign currency loans by 50 per cent. 
Underwriting and direct subscription to 
equity and debentures grew by 76 per cent 
n sanctions and by 82 per cent in disburse¬ 
ments. Sanctions under equipment-leasing 
hcrcascd significantly by 192 per cent while 
jHsbursemcnts increased by 56 per cent, 
junctions by way of deferred payment 
‘ uarantces increased by 77 per cent. 

, Textiles, electricity generation, chemicals 
‘" i chemical products, petrochemicals, 
Pharmaceuticals, explosives, plastics, iron 

d steel, cement, electrical and electronic 
Equipment and petroleum refining attracted 
arger proportions of sanctioned assistance. 
Tie Venture Capital Fund’s scope was 
expanded and electronics, engineering and 
drugs and pharmaceuticals benefited from 
IDBI lead managed 89 issues and it 
{tmtinued to be the largest underwriter in 
jy Indian capital market. It has also set up 
' Forex Service Department, 
i.’The bulk of IDBl’s rupee borrowings 
jere raised from the market through issue 
^hmovative instruments. During the year, 
hum Bond and Focus 1995 were the two 
B -.v instruments that were introduced. In 
1 * • 


June 1994 IDBI raised US S 100 million 
through a five-year floating rate note issue 
in the Euro market. In April this year the 
IDBI Mutual Fund launched 1-Nit ’95, a 
growth scheme with dual investment plans 
to provide long-term capital appreciation. 
IDBI also promoted a subsidiary, IDBI 
Capital Market Services (ICMS), for taking 
up stock-broking and related activities. 
Equity research to offer value-added 
investment advisory services for securities 
valuation/pricing, risk management, 
portfolio analysis, product development and 
investment counselling would also he 
undertaken. IDBI has also set up a com¬ 
mercial bank .IDBI Bank, with an authorised 
equity of Rs 500 crore and an initial 
subscribed equity of Rs 100 crore. 

IDBI is to make its first-ever public issue 
of 16.8 crore equity shares of Rs 10 at 
a premium of Rs 120 per share aggregating 
Rs 2.371.5 crore. inclusive of offer for sale 
by the government of India of 144.2 lakh 
equity shares at a price of Rs 130 per share 
aggregating Rs 187.46 crore The issue is 
slated to open on July 5. This is the largest 
ever equity offering on the Indian stock 
market so far. 

Napa Papers 

Napa Papers, incorporated as a public lim¬ 
ited company, has acquired a closed paper 
unit from Himachal State Development 
Corporation and Himachal Financial Corpo¬ 


ration. The company has renovated, mod¬ 
ified and refurbished the entire unit, former¬ 
ly known as Nava Durga Paper and Board 
Mills. The company has also acquired the 
plant and machinery of another unit. Ogli 
Papers, at Kata Amb in HP and is in the 
process of shifting the machinery to the 
parent unit at Baddi. The company's plant 
is situated at the Baddi-Barntiwala Indus¬ 
trial Area in Solan district of HP. Since 
the area is industrially backward, the project 
would enjoy an income tax holiday for five 
years and a sales tux deferment for six years. 
The location has also other advantages such 
as availability ol raw materials like wheat 
straw, bagasse and sarkanda. It also has 
ready markets in the vicinity. Commercial 
production is to commence by January 1996. 
On completion of the shifting and the ad¬ 
dition of balancing equipment, the company 
expects to produce 50 tonnes of M C kraft 
paper daily. A mix of agricultural waste, 
local waste papers, jute hemp and imported 
waste papers is to be used so as to make 
paper of higher burst factor, thus helping tile 
company to realise better prices and mar¬ 
gins. The project has been appraised by 
Hope Leasing and Finance and the cost has 
been estimated.>' Rs900lakh. The company 
has got a secured loan of Rs 79.5 lakh from 
HPSIDC and HPFC and is encring the 
capital market on June 29 with a public 
issue of 47.5 lakh equity shares of Rs 10 
each at par aggregating Rs 475 lakh. The 
joint managers to the issue are Hope Leasing 
and Finance and Schematic Finance 
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CURRENT STATISTICS 


BPW Rctearch Foundntion 


After a brief upsurge, dee annual rate of inflation baa again come down to 8.4 per cent, mainly due to a 0 9 per cent fall in the index for primary article*. Nip RBI 
crethl lo Die cnttril government. though lower limn in iheprcvioit* weeks, coaUmwi to be high aiRa 11,771 rmrr (agalmi ftt .559 were m tbe aaine period of 1994*95) 
The all-round dump m the capital market continue* and is reflected in the 20 per cent fall in the Senaex over the year Tourist arrivals in 1904-98 grew by 1.5 peraaat. 
but gross foreign exchangr eanangs from tourism rose by 13 2 per cent, touching R» 7.306 crore Authoriaed import of gold in the first quarter of 1993, at 66 H toman, 
has been double that in the tint quarter of 1994. The spread between domestic and international prices of both gold and stiver has tended to hover around 20 per cent 

Macroeconomic Indicators 


Index Numbers of Wbutaaale 

Prices (1981-82=100) 


All Commodities 
.Primary Articles 
< *Food Articles 
Non-Pood Articles 
Fuel. Power. Light and Lubricants 
Manufactured Products 
Food Products 
Food Index (computed) 

All Commodities (Average Basis) 
(April-Junc 03, 1995) 


Cost of Living Indices 


Industrial Workers (1982=100) 

Urban Non-Man Emp (1984-85=100)* 
Agri Lab (iuly 60 (o June 61=100) 

* for 1994-95 


Weights June 0.3, 
1995 


Variation (PerCent)' Point-io-Pmm 
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Month 
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•1.4 
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00 
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99 

1.1 
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May 26. 

Money and Banking (Rs crore) 1995 


Money Supply (M,) 534684 

Currency with Public 110444 

Deposits with Banks 417729 

Net Bank Credit to Govt 232900 

Bank Credit to Coniml Sector 289080 

Net Foreign Exchange Assets 74564 

Reserve Money 173215 

Net RBI Grethtto Centre 110449 

Scheduled Commercial Banks 

Deposits .375840 

Advances 208999 

Non-Food Advances 193552 

Investments 150605 


l*4t% Numbers of lodwtria) Weights 

Production (1980-81=100) 

« 

General Index 

100 0 2 

Mining and Quarrying 

115 2 

Manufacturing 

77 1 2 

Electric tty 

114 3 


Capital Market 


lime (6. 


Crier Fiscal Year So Fat 

Month 1995 96 1994-95" 


5298 (1 0) 
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1994-95 
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June 16 
1995 

Mood) 

Ajo 

Year 

Ago 

Mar 31. 
1995 

Mar 31. 
1994 

1995 

1994 

31.37 

31.37 
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31 37 
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31.37 

31.37 


rmipnrid 


1995 

(up to Feb 95) 


Po rrip Collaboration Am 
1994 1993 1992 


1990 199$ 1994 

(up to Feb 95) 


666 223 1062 



Amount of Forciga Investment Approved 


Actual Flow of FDI 
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Month 

Ago 

Year 

A|o 

March 

1995 

Mach 

1994 
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1993 
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1992 

Mach 

1991 
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1990 
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1989 

March 

1988 

Bombay Oold (Rs/IOgm) 

4750 

4812 

4550 

4680 

4611 

4082 

4443 

3440 

3140 
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Londoa CoM (VOz) 
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COMPANIES 


J B CHEMICALS AND 
PHARMACEUTICALS 

New Tie-Ups 

J B CHEMICALS AND PHARMA¬ 
CEUTICALS. chaired by J B Mody, was 
known as Unique Pharmaceuticals, before 
it went public in 1985. Net sales of the 
company were up by Rs 22.09 crore for 
1993-94, operating profits by Rs 5.91 crore 
and net profit by Rs 5 crore. Margins were 
high despite higher taxation, interest 
charges and depredation and fall in other 
income. Exports were up by 108 per cent. 
A dividend of 30 per cent was declared for 
the year. 

Debt-equity ratio rose to 14 per cent. 21 
per cent, 25 per cent in the past three years. 
Short-term bank borrowings fluctuated at 47 
per cent, 66 per cent, and 45 per cent for 
1991-92,1992-93and 1993-94. respectively. 
Inventories to sales grew by 2 percentage 
points for 1993-94. Return on investment 
rose by 1 percentage point for 1992-93 and 
1993-94. Earning per share were Rs 12, 
4 Rs !5andRs 18 for 1991-92,1992-93.*and 
* 1993-94, respectively. Net value addition 
to value of production row by 1 percentage 
point in 1992-93 and 3 percentage point in 
1993-94. 


the drug and market it and later the 
technology is to be transferred in three or 
four stages. The tie-up is essentially for 
making the drug available in the country, 
till manufacture locally becomes possible. 

SYNTHETICS AND CHEMICALS 

Hurt by Imports 

Synthetics ,and Chemicals, the largest 
producer of synthetic rubber and lattices 
of the butadiene styrene type and butadiene 
and styrene, experienced depressed margins 
for 1993-94. Sales fell by 20 per cent 
(Rs 33.59 crore), operating profits by 20 
per cent (Rs 4.32 crore) and net profit by 
50 per cent (Rs 5.67 crore). Fall in margins 
would have been higher but for nil taxation, 
low depredation and interest charges and 
hike in non-operating profit. Consequently 
the company declared a di vidend of 18 per 
cent for the year as against 25 per cent in 
the previous year. 

Debt-equity ratio fluctuated at 109 per 
cent for 1991-92,177 per cent in 1992-93 
and 134 per cent in 1993-94. Sales to total 
assets fell from 84 per cent in 1991-92 to 
66 per cent in 1992-93 and 45 per cent in 
1993-94. Sales to gross fixed assets fell to 
78 per cent, 63 per cent and 47 per cent. 


Increase with automobile production and 
with the footwear industry, which is the 
second largest consumer of its products, 
picking up. 

The company expended Rs 16 lakh for 
its research and development activities for 
the year. Applied research was undertaken 
to develop new grades of lattices, rubbers, 
polymers, catalysts, and allied chemical 
products, utilisation of by-products, import 
substitution and de velopraem of alternati ve 
sources of raw material and chemicals were 
the activities for the year. 

PiRAMAL HEALTHCARE 

Rise in Sales 

Formerly Roche Products, Piramal Health¬ 
care has recorded a good performance for 
1993-94. Net sales stood at Rs 128 23 
crore for 1993-94 against Rs 71.10 crore 
for 1992-93, operating proflu at Rs 17 11 
crore as against Rs 7.27 crore, and net 
profit at Rs 10.14 crore against Rs 156 
crore. Other income wit up at Rs 2.89 
crore as against Rs 68 lakh, and non¬ 
operating profit was higher by Rs 41 lakh 
While taxation was low, depreciation and 
interest charges were high. Exports were 
up by Rs 3.12 crore. while imports rose 


A sizeable portion of the company's 
turnover is realised from the sales of 
'Mecrogyl' which has helped to secure for 
the company a 15 per cent share of the 
amocbicide market. The company also 
manufactures glyoxal a basic raw material 
for metromdazale benzoates and diclofenace 
dictbylamine salts. About 50 per cent of the 
company’s products fall under the DPCO. 
The company has a tie-up with Hafslund 
Nycomed Pharma of Norway to manufacture 
its product for the Indian and CIS markets. 
It also has technical collaboration with 
Juste o Spain for manufacturing and 
marketing radio diagnostics under their 
trademark Trazograf. The company also 
manufactures ayurvedic formulations sold 
under thebnnd name ‘Rtorit’ and 'T/xatT . 
As apart of Its di versifi cation, the company 
plans reset up a PET bottle project which 
will hdpeutdoum packaging cost on liquid 
formulations. 

According to the chairman, the company 
is to invest at least Rs S crore every year 
for the next five years to develop in-house 
re searc h and dev el opsn ea t. The company 
•bo has plans to setup a third plant for 
the manufacture of tuft drop. 

Thu company racanRy tied up with PaMo 
Casan, an Argentine bio-technology 
company, for murk wing of anti cancer 
drags. MtiaOy the company will import 


for the same period. Return on investment 
fell from 8 per cent to 6 per cent and 2 
per cent in the past three yean. Earning 
per share fell by Rs 7 in 1993-94. Raw 
material consumption fluctuated at 57 per 
cent, 58 per cent and 49 per cent, respec¬ 
tively in 1991-92. 1992-93 and 1993-94. 
Net value added to value of production 
rose by 7 percentage points for the year. 

The company had to curtail the pro¬ 
duction of SBR due to excessive imports 
by tyre exporters. The company undertook 
an experts ion-cum-di versification project 
under which the capacity of SBR was 
expanded from 41,000 to 70,000 mtps. 
Total cost of the project was estimated at 
Rs 153.49 crore. In the second phase the 
company plans to increase the capacity by 
I lakh mtpa. A techno-commercial 
feasibility study for the carboxylated latex 
project was undertaken. For this the 
company enteredjnto MOU with Retchoid 
Chemicals for a technical tie-up and it 
proposes to produce 10,000 tonnes of 
carboxylated SBR latex s year. The project 
h scheduled to be commiiaioncd by nrid- 
1996 at a cost of IU 35 crore. A plan to 
upgrade the facilities for the ma n ufa c ture 
of nitrite rubber hat been chalked out Rim 
in the cost of production led the co mp any 
te hike the pricss of us products by 10 per 
cam. Urn company expects its turnover to 


by Rs 7.75 crore. An enhanced dividend 
of 40 per cent was announced for the year 
against 10 per cent in the previous year 
Return on investment rose to 4 per cent, 
12 per cent and 20 per cent for 1991-92, 

1992- 93 and 1993-94. Cross saving in 
grots capital formation rose by 25 
percentage points. Net value added lo value 
of production rose by 3 percentage points 
for 1992-93 and 2 percentage points t«r 

1993- 94. Earning per share rose by Rs ! 
for 1992-93 and by Rs 18 for 1993-94 
Consumption of raw materials fell by 2 per 
cent for 1992-93 and 1993-94. Sales w 
total assets rose to 176 per cent, 180 per 
cent and 207 per cent while sales to grt>» 
fixed assets fluctuated at 325 per cem 
385 per cent and 333 percent, for the pad 
three yean. Short-term bsnk borrowings w 
Inventories fell by 10 percentage points tw 
1992-93 and rose by 31 perce n tage point' 
for 1993-94, while debt-equity rose by 1 
percen ta g e point for 1992*93 and fell by 
II percentage points for 1993-94. The 
distribution of pha r mac euti ca l product! ** 
reorgmaiedsfcrtisigfciJearinf and torwarcN 
ag ent s . The company ra n ked oat a map* 


1 to 9 of vitmaia A production at the Th** 
plant The project was comptmed at a «* 
of hMriy Rs 4 crore under mcMral sdv«* 
end ■miritiie of F Hoffmmn L*Roci» 



lib lakh) 


Financial Indicator* 


Imeamtfapprcfhmaomt 
-I Net sales 

2 Value of production 

3 other Income 

4 Total inc ome 

5 Raw muterimls/Uorcs and spare* 
consumed 

6 Other manufacturing expenses 

7 Remuneration to employees 

8 Other expenses 

9 Operating profit 

10 Interest 

11 Grots profit 

12 Depreciation 

13 Profit before utx 

14 Tax provision 

15 Profit after tax 

16 Dividends 

17 Retained profit 
UabUMea/aasets 

18 Paid-up capital 

19 Reserves and surplus 

20 Long term loans 

21 Short term loans 

22 Of which bank borrowings 

23 Oross fixed assets 

24 Accumulated depreciation 

25 Inventories 

26 Total suets?!labilities 


Synthetic* and Roche 


27 Excise duty 

28 Gross value added 

29 Total foreign exchange income 

K) Total foreign exchange outgo 

icy flaaarial and performance ratio* 

1 Turnover ratio (sales to total asscu) (%) 

2 Sale* to total net assets <») 

>3 Chou value added to gross fixed 
assets (%) 

4 Return on investment (gross profit 
to total assets) (*>) 

5 Gross profit u sales (gross margin) (%) 

6 Operating profit to sales (%) 

7 Profit before tax to sales (%» 

8 Tax provision to profit before tax (%) 

9 Profit altar tax to net worth 
(return on equity) {%) 

0 Dividend (%) 

1 Banting per share (Rs) 

2 Book value per share (Rs) 

3 P/E ratio (based oa latest and 
oofT cs p gmh ng Inst year's pnee) 

4 Debt-equity ratio (adjusted Tor 
rau ahtati n a) (%) 

? Short term bank borrowings to 
i n vento r ie s (%' 

' Sundry ctediwri to timdry debton (») 

[tv* ■mention to employees 
to groat value added {%) 

Total lenmeration to e mployees 
to value of production (*) 

Gross fined mm fomwtioa <*) 

Grow* ta iavettortes (ft) 


March 

1994 

March 

1993 

March 

1994 

March 

1993 

March 

1994 

March 

1993 

March 

1994 

March 

1993 

_kx* 

March 

1994 

Mien 

March 

1993 

8950 

8741 

12981 

18320 

12023 

7110 

56985 

59436 

9225 

8287 

9074 

6793 

13393 

18884 

13081 

7277 

56638 

58779 

10490 

6773 

176 

201 

316 

411 

289 

68 

749 

792 

43 

363 

9250 

6994 

13709 

17275 

13370 

7345 

57387 

59571 

10533 

7136 

2903 

2170 

6939 

10288 

7601 

4386 

8450 

10363 

6114 

3916 

2465 

2124 

1141 

1741 

288 

195 

308 

278 

322 

487 

519 

• 416 

1444 

1252 

2229 

1332 

2723 

1758 

220 

115 

1569 

1081 

2547 

1924 

1541 

705 

40793 

42494 

1400 

1159 

1794 

1203 

1638 

2070 

1711 

727 

5113 

4678 

2477 

1459 

166 

153 

1078 

692 

465 

244 

979 

716 

793 

386 

1663 

1073 

844 

1559 

1287 

477 

4213 

4080 

1684 

1045 

176 

161 

289 

437 

260 

104 

360 

301 

358 

197 

1487 

912 

550 

1117 

1027 

373 

3853 

3779 

1326 

848 

370 

295 

0 

0 

13 

217 

1496 

1836 

0 

0 

1117 

617 

550 

1117 

1014 

156 

2357 

1943 

1326 

848 

132 

121 

207 

280 

192 

48 

1081 

926 
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127 

985 

496 

343 

837 

622 

108 

1276 

1017 

1044 

721 

605 

403 

1971 

1118 

481 

481 

1544 

1544 

1296 

1026 

2997 

2213 

6511 

4945 

1546 

725 

7273 

60(7 

13566 

3824 

931 

559 

11403 

10732 

615 

495 

2510 

916 

5338 

4222 

909 

620 

3242 

2684 

1623 

987 

2500 

3415 

5945 

2143 

579 

551 

2739 

2554 

1332 

969 

314 

1707 

3759 

543 

2902 

2169 

27548 

25623 

3843 

1845 

7069 

6268 

12363 

6516 

1017 

841 

13600 

14220 

1253 

1002 

2878 

2314 

706 

349 

1279 

825 

4327 

4257 

1463 

1593 

6854 

5966 

4210 

2738 

6585 

4411 

28736 

24629 

6193 

3951 

17522 

16294 

29084 

13059 

323 

298 

2559 

3015 

1648 

1052 

96 

1197 

0 

«0 

2355 

1649 

3657 

3575 

3930 

2044 

7961 

6671 

2718 

1415 

2401 

1149 

20 

0 

370 

58 

1250 

2086 

13530 

2162 

741 

228 

4222 

5943 

1420 

633 

383 

656 

4930 

3501 

135.91 

152.82 

45.10 

66.26 

207.06 

180.00 

325.11 

364.77 

31.72 

47.99 

164.46 

177 63 

56.04 

83.78 

300.66 

264.51 

411.98 

499.80 

35.2b 

55.88 

81.15 

76.03 

13.28 

13.95 

102.26 

110.79 

11X62 

106.43 

21.98 

21.72 

25.25 

24.33 

2.94 

6.33 

20.78 

12.08 

24.04 

25.04 

5.79 

8.00 

16.58 

15.92 

6.51 

9.55 

10.04 

6.71 

7.40 

6.86 

18.25 

16.67 

20.04 

17.85 

12.64 

12.68 

1334 

10.23 

8.98 

7.87 

26.85 

23.28 

1661 

13.53 

4.24 

6.84 

8.01 

5.25 

6.76 

6.36 

14.37 

13.53 

24.88 

32.35 

0.00 

0.00 

1.27 

S8.I8 

38.83 

48.58 

0.00 

0.00 

31.01 

23.59 

6.48 

18.42 

50.02 

1X94 

26.73 

25.70 

8.92 

17.48 

15.00 

30.00 

18.00 

25.00 

40.00 

10.00 

70.00 

60.00 

27.00 

24.00 

18.46 

15.31 

2.79 

9.99 

21.08 

3.24 

15.27 

1X58 

10.23 

8.27 

59.54 

' 64.91 

37.06 

40.83 

42.14 

25.07 

57.10 

48.97 

114.68 

47X7 

11.21 

18.29 

12.01 

330 

8.63 

14934 

15.07 

16.69 

16.13 

28.13 

25.85 

21.37 

156.10 

235.09 

3034 

41.04 

28.47 

1X11 

36.05 

nos 

45 27 

66.79 

60.50 

60.00 

91.05 

60.83 

438 

28.61 

89.29 

19.91 

33.16 

22.68 

‘ 43.84 

46.03 

71.36 

91.28 

50335 

203.86 

43.24 

43X0 . 

22.04 

25.23 

39.49 

35.02 

56.72 

65.17 

34.20 

26.35 

8.09 

8.13 

572 

6.12 

10.71 

7.42 

17.04 

*18.30 

4.81 

2.99 

XI0 

1.70 

33.79 

21.24 

1.62 

24.93 

108.29 

339 

1X78 

- 

89.73' 

131.97 

55.03 

8.41 

634 

18.09 

-8.16 

45.21 

14.88 

- 

53.76 

97.98 
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The refurbished plant was commissioned in 
December 1993. The second phase of the 
refurbishment of final stages of vitamin A 
production was to be at an estimated cost 
of Rs 2.2 crore. Orders for equipment have 
been placed. CRISIL rated the company’s 
commercial paper programme PI 4 indicating 
safety with regard to timely payment of 
interest and principal. 

The company invested Rs 34 lakh on its 
research and development activities for 
1993-94, concentrating on import substitu¬ 
tion, indigenisation of technology, produc¬ 
tion monitoring, process development, pro¬ 
cess modification, and improvement of 
vitamin premixes. 

VST INDUSTRIES 

Higjh Margins 

' VST Industries, registered a mixed 
performance in 1993-94. Turnover of the 
company was down at Rs 569.65 crore for 
the year against Rs 594.36 crore in the 
previous year, a decline by 4 per cent. 
Operating profit was up at Rs 51.13 crore 
against Rs 46.78 crore. an increase by 9 per 
cent and net profit was at Rs 23.57 crore 
against Rs 19.43 crore. an increase by 21 
percent. Though sales were lower and other 
income and non-operating profit fell, and 
depreciation and interest charges were higher, 
margin* remained high This was so despite 
the company incurring an expenditure of 
R#7.65 crore on its voluntary retirement 
scheme implemented diving the year. Both 
exports and imports fell for the year. An 
enhanced dividend of 70 per cent was 
declared for the year against 60 per cent in 
the previous year. 

Cross saving to gross capital formation 
roae by 67 percentage points for the year. 
Debt-equity ratio rose to 28 per cent for 
1993-94 from 12 per cent in 1992-93. Short¬ 
term bank borrowings fell drastically from 
28 per cent in 1992-93 to 4 per cent in 
1993-94. Sales to total assets fell from 364 
per cent to 325 per cent, while sales to gross 
fixed assets fell from 948 per cent to 805 
percent Return on investment fell maigmalty 
by 1 percentage point Consumption of raw 
materials Ml by 4 percentage points for the 
year. Earning per share rose to Rs 15 for the 
year as against Rs 12 in the previous year. 

The union budget of 1994 reduced excise 
duty on non-filter cigarettes up to 60mm 
length while it increased duty on all other 
cigarettes. The two high speed logs 
machines are working well and a third 
machine was . also installed in August. 
ft rih er mo d ernisation plana of the company 
m ri ndc ri development of sophisticated 
hsciHries for innovative packing styles, 
integrating machine layouts to improve 
productivity, sod implementation of on-line 


quality monitoring systems in the secondary 
departments through installation of 
computerised control and modem packing 
lines. The company exports its products to 
GS, Far East and West Asia. It also exports 
other agricultural products like oilseeds 
extractions. The company as a pari of its 
diversification has set upa separate company 
called VST Agro-Tech to lode into crop 
processing. CRISIL rated the company's 
fixed deposit scheme FAAA and its 
commercial paper scheme P1+. 

The company incurred an expenditure of 
Rs 266 lakh for its R and D activities for 
the year which included activities in the 
areas of high speed wrapping and parcelling, 
twin bundle wrapping, uaeof agrochemicals, 
and improved cultural and curing practices. 

JAIN IRRIGATION SYSTEMS 

Expanding Activities 

Jain Irrigation is engaged in the manufacture 
of micro irrigation system encompassing 
irrigation through strip-tubing, emitters, 
jets and mini sprinklers. The company's net 
sales row by 47 per cent for 1993-94. The 
company recorded a profit of Rs 13.26 
crore against Rs 8.48 crore in the previous 
year, which is an increase by 56 per cent. 
The profit increase was despite the fall in 
other income and non-operating income, 
and rise in interest charges and depreciation. 
Exports grew by 90 per cent for the year. 
The company exports its product to 
western Europe, north America, west Asia, 
and south-east Asia, Australia and New 
Zealand. The company completed the 
implementation of its diversification 
project with the polycarbonate line going 
into commercial production. 

Some of the projects undertaken by the • 
company were a green house and tunnel, 
solar water heating system, twin wall 
polytube, diversification of plastic, KDPE 
pipes, water soluble fertilisers and tissue 
culture. For the green house and tunnel 
project, the company signed a MOU with 
'Airorti' Metal Industries of Israel tor 
manufacture of green houses and plant 
propagation tunnel* near village Mohadi in 
JalgaonalacostofRs5.15crore. The solar 
water heating project is to cost Rs 15.73 
crore and for this the company entered into 
technical collaboration with Amcor of Israel 
For the iwin-*eI1 polytube, technical licence 
agreement has been signed with the Chaptn 
Wstermaticiof USA. The project envisages 
to manufacture twin well tubing (canewalli 
at a coat of Rs 11.37 crore. The existing 
range of plastic sheets is to be diversified 
by addition of corrugated polycarbonate 
sheets and higher width polycarbonate sheet* 
hi the mubiwali category with a cost outlay 
of Rs 19.41 crotc. The company also 


commenced the ma n u f ac tu re of high 
polyethylene pipes, thus utilising th 
and machinery in the slack season. 

To manufacture water soluble fer 
the company is co-promoting a joint', 
with the Finnish Kemira OY, as equal; 
to be called Jain Kemira fertiliser! 
project involves an expenditure ot 
crore. Another joint venture is be 
up with the Rahan Meristem, also of 
for the production of tissue culture 
For this the company has set up a pile 
tissue culture lab and proposes to exp 
operations through the joint venture 
Jain Rahan Bio-tech. The company hi 
undertaking a complete range of fui 
like soil survey, sampling, gradatk 
treatment, water prospecting, treatmr 
management, cropidentificatkm and re 
sourcing and supply of genetically si 
seeds and seedlings and agro-develo 
consultancy services. The company 
plan to increase its participation 
cultivation of oil palm and extraclic 
refining of palm oil, has importw 
1,00.000 half-germinated seeds from 
Rica and has put them in well p 
nursery. 

During the year the company estaf 
a product development cell. Plasm 
developed by the cell received BIS i 
certification. Also, new types of spn 
and flame retardant plastic sheet' 
developed by the cell. A state-o|. 
research and development and i 
laboratory forsoil. water, fertiliser ar* 
analysis has been planned. 


FOR A WIDE VARIETY 
INDIAN PUBLICATIONSI 

History, 
Politics, 
Economics, 
Sociology, 
Anthropology,. 
Performing Arts, 
Religion, 
Philosophy, 
Environment etc. 

M, Xnawt noud, Owynqwti. 
NmOsH- 110002 
Ttf.:SM tm *275162 
Fax; 320 8102 


-*■ it' 1.1 1. » 17. 



COMMENTARY 


Sardar Sarovar Project 

Compensation Schemes for Severely Distressed 
Canal Affected People 

bantam App* 

"he canal network for the Sardar Sarovar Project (SSP) requires 
greater investment than the dam, and will affect far more people than 
the reservoir. While a majority of canal affected people (CAP) lose only 
'iny strips of land onfield borders, a substantial number lose significant 
unounts. At its extremity, a small number of severely distressed canal 
effected people (DCAP) become landless or marginal farmers or suffer 
ntense deprivation in other ways. Proponents and opponents of the SSP 
ave accepted the need to provide special compensation for the DCAP, 
>ut no uniform eligibility criterion exists. Various schemes have been 
suggested for compensating the DCAP. However, the actual policy in 
practice seems to be to pay compensation under the Land Acquisition 
\ct, only for the amount of land acquired. The government of Gujarat 
'oes not even have a record of those handful of farmers who have lost 
ill their land. Nor do the decision-makers have an understanding of 
•ven the most basic facts about the full impact of canal building. The 
min problem is a tack of prditical will. 


I 

Introduction 

i 

"HE Sardar Sarovai Project has two parts. 
~irst. and better known, is the dam and 
tower project. The second, and more 
Expensive. consists of the main canal, 
uhsidiary canals and associated structures. 
'"5 planned canal network is the biggest in 
ie world in terms of its capacity, and will 
Mend 450 kilometres to the border with 
ajasthan. The right of way required for the 
am canal ts 250 metres wide at its head 
id 100 metres wide at the Rajasthan border, 
•te aggregate length of the distribution 
ill work is 75.000 kilometres, requiring 
157.000 hectares (ha) of land, nearly four 
.vies as much land as I he suhinerycnce 
'ea. According to the officials of Sardar 
amvar Narmada Ntgam iNigamhal least 
3,000 ha of required land will have to be 
rquiretl compulsorily after giving due 

nmpensation. 

' The effect of land acquisition lor the canal 

ft work is not uniform. According to the 
igam a vast majority ot title holders 
ihatedars) lose only a small piece of land 
r the direct purpose of bringing canal 
"/ if to their farms. Thus. Nigam expects 
^3 (be formers consent for 72.500 ha of 
. J required for water courses and field 
nmeht dug around field boundaries. On 
' other hand, the main canal and major 
Inches are to wide that it is sometimes 
jessary to acquire whole farms, homes 
, even entire village (such as Kohyari in 
foda district). Ax a result, some farmers 


become landless or are left with unviable 
units, some villagers are left homeless, and 
at times an entire village is left without s»me 
vital amenity 

While theextent of such severe deprivation 
is small (so that the cost of special 
compensation is not prohibitive), the process 
by which it is caused is not well understood 
by the decision-makers. On the other hand, 
the need for some form of special 
compensation for the severely distressed 
canal affected people (DCAP) is generally 
accepted, as shown in the next section. In 
spite of this, the actual nolicy of 
compensation is a catalouge of ineptitude 
as shown in the third section. In the fourth 
section we show that ,i clear understanding 
of all the impacts ot canal building is 
required to devise an adequate eligibility 
criterion for even the most extreme category 
of DCAP. viz, those becoming landless. 
There are clear signs that such an 
understanding does hot exist among the 
decision-makers, the main problem being 
a lack of political will. The last section 
makes some proposals for a fair 
compensation policy for the DCAP based 
on the principle that no one should be 
economically worse off by SSP. 

II 

Need for Special Compensation 
for DCAP 

In this section we show that the need for 
special compensation for the DCAP has 
been accepted by one and all, from most 


ardent supporters to the most vehement 
critics, in this preyed 
Both the government of Gujarat and the 
World Bank have known about the DCAP 
for over a decade and reco gni sed the need 
for some form of special compensation tor 
them. Scudder (1983) altered the World 
Bank about the most important human aspect 
of the problem even before the now defunct 
loan agr e eme nt was signed. His 1983 report 
says: 

The width and length of the main SSP(Sankr 
Sarovar Projects) canal is such that it might 
require the acquisition of the total 
landholdings of some small holders along 
the way. While draw landholders are to 
receive cash compensation, increase in 
property values along the canal may make 
it difficult, if not impossible, for them to 
acquire equivalent lands. Some son of special 
assistance may be needed for such 
households. 

In spite of this early warning, the mighty 
World Bank did not make any covenants in 
its 1985 credit and loan agree ment s to ensure 
that its own operational guidelines (of not 
allowing anyone to be economically worse 
offby a World Bank supported project) were 

adhered to with respect to the canal affected 
people (CAP) in general and the DCAP in 
particular. In the agreements for the water 
delivery project (IDA Credit 1553. worth 
US S 150 million, for water delivery and 
drainage projects) there was not even a 
mention of the canal-affected families. 
However, with increasing worldw i d e p rotest 
against the Sardar Ssrovsr Projects, the World 
Bank mission of December 1989 raised 
concern about the CAPs, eventually forcing 
the government of Gujarat to commission 
the so called IIMA -port discussed later in 
this chapu, By this time Narmada Bachao 
Andolan. the main opposition group to the 
project, was asking for the Project Affected 
People status for the CAPs. In re sp ons e to 
this demand P A Raj. then vice chairman 
of the Nigam. recognised the need fbrspadal 
compensation for the DCAPinthefoUowmg 
terms [Raj 1991]: 

The entire villages are not affected by land 
acquisition for canal networks as re ti re e sse 
of submergence due to the dam. Thus normal 
practice is to give them due compensation 
for the land acquisition. Eve* the NWDT 
(Narmada Water Disputes Tribunal) does 
not recognise them as ounees. H owever. It 
has been decided by the Nigam to give 
p re fe r ence in providing emplo y men t u tire 
dependents of those whose fared is acquired 
for the canals of Sardar Sarovar Project 
(SSP) sad who are left with only less then 
2 ha of land after acquis itioa . 

The Arch Vahim is a non-g o v er nment 
organisation working with the goverammM 
of Gujarat and aggressively opposed to 
the Narmada Bachao Andotan’s no dam 
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stance, Is to submission on CAP* to the 
Independent Review it says: 

We have heard argument* in tome quarter* 
that under the Laq Act, NWDT award and 
the low a g r eement with the World Bank, 
it it not necessary for the itale government 
to give CAP* extra help. Thu u a valid 
argument, but the GOG cu always decide 
in favour of social justice and fairness to 
extend the benefit* to adversely affected 
persons in the canals. The GOG should also 
take cognisance of the fact that when a 
reference is made to the court, in almost ait 
cases, the courts raise (be compensation 
amount substantially. The advantage of this 
legal provision under the Laq Act is almost 
always taken by relatively well-off farmers, 
small and marginal fanners don't and can't 
move the courts. This unfairness in the situa¬ 
tion must also be corrected by the state action. 
By September 1992 the World Bank 
thought it necessary to issue a benchmark 
on CAPS which dearly recognised the need 
for special compensation. It add: 

Gujarat will be expected to have completed 
a socio-economic survey of the CAPS and 
to have developed a suitable policy package 
for these people to be reviewed by the bank. 
CAPs who have already lost 25 per cent or 
more of their land to the canal will need to 
have been identified and interim 
rehabilitation measures should have been 
put in place for small and marginal farmers 
from whom lands have been acquired, as 
well as those who have now become either 
landless or marginalised. 

In fact the legal situation now u that 
driven by the need to aatiafy the World 
Bank's benchmark the government of 
Gujarat has announced a special 
compensation package for some DCAPs in 
its GR 1092, dated 15th September. 1992. 
The title of the GR is: ‘A scheme to help 
small and marginal khatedars affected by 
land acquired for the Sardar Sarovar 
Project’s canal...' It goes on to define who 
is eligible and what special compensation 
is payable. So the need for special 
compensation for DCAP is official 
government policy! 

m 

Current Policy on DCAP: A 
Catalogue of Anontallra 
and Ineptitude 

In spite of the fact that there is Iota] 
agreement on the need to give special 
compensation to DCAP, the actual com¬ 
pensation policy in practice does not even 
pay current legal mini mum adequately. Appa 
and Sridharan (1992) and Appa (1992) 
chronicle how actual compensation in 
practtobmbcca'dbcrimli&ory.inadequnto 
andiaviolatwaoftheiaw’ lor aB CAP. Here 
gre list cases of callous treatment of sverely 
distressed people and communities to 
iSnsme the failure of the project authorities 
in d e al in g with the DCAP. 


(i) Compensation for land 

Nigstn buys excess land from rich fanners 
for rehabilitation and resettlement (R and R) 
of the project affected people. In some cases 
it paid between Ra 12,000 and Rs 23,000 
per acre for such purchases, while paying 
Ra 2,900 to Ri 8,000 per acre in the tame 
area a* compensation for acquired land, For 
example, Bhagswanbhai Patel of Kunvatpura 
(block Sankheda, district Baroda) got 
Ra 4,725 per acre for his unirrigated acquired 
land, though he was able to set) land from 
the same survey number for R and R at 
Rs 13,000 per acre. Worse still, irrigated 
land in die next village of Koliyari belonging 
to poorer Rajput fanners was acquired at 
between Rs2,80Oand Rs 3,600. Fdrexample, 
Chhaganbhai Zabhabhai of Koliyari lost ail 
his land (survey no 275 and 276), and yet 
got only Rs 3,600 per acre. Gopaldas 
Bhoiwalain Bhimpura (Mock Dabhoi, district 
Baroda) got Rs 23,000 per acre for land sold 
for R and R, while some people in the same 
village losing land for Miyagam branch got 
Rs 8,000 per acre. 

The method of arriving at land price is 
systematically biased. The Land Acquisition 
Act lays down that the price is worked out 
on the basis of instances of sale of land 
within a specified time span in the 
neighbourhood of land to be acquired. It ia 
well known that in order to avoid stamp duty 
people deliberately report low telling prices. 
Moreover, in Gujarat, there ia an 8 km 
periphery rule under which even a registered 
fanner cannot buy land in areas more than 
8 km away from the place of his residence - 

making the land market very imperfect. 
Tribala are not allowed to sell their land to 
a nan-tribal, making the market in tribal land 
even more imperfect. 

Courts have consistently ruled that the 
compensation paid by administrator* is too 
low. According to the so-called I1MA report - 
a study by Sriyastava, Seetharaman and 
Mehta (1991) of the Indian Institute of 
Management (DMA) - Gujarel'scouftshavc 
awarded between 112 and 583 per cent 
increase in compensation in case* brought 
by the CAP. The Supreme Court ruled on 
February 1992 in Riband Super Thermal 
Power Project in Orissa that loss of income 
from land acquired for power and other 
dev el op m ent projects thould be compensated 
in the shape of a monthly subsistence 
allowance for 10 years, on top of any other 
compensation. Needless to say that the 
judgment has thqsrifect of law, and that the 
law a not befog obeyed by the adminteretion 
dee din g with co mp e nsa tion to DCAP or 
CAP. Also is breach of the law, no farmers 
in my visit of several villages had 
co m pe nsati on for tree*. In Soagam, Undawa 
and Koiivsri so i oreswaMtion was twid 
even for wells. 

Even the tow cash com p ensati o n, never 
enough toboysnequivatontamwot of hand, 
is nos paid in ML Deductions are made for 


money owed by the kbatedsr to th c 
g overnm ent , and foes foe rest is paid ln 
instalments. For example, in Songam (block 
Nandod,district Bharuch), the first initial met* 
was paid after acquisition, the second two 
months later and the third over an year iiii er 
lolling any chance of a poor farmer being 
able to buy alternative land. All the\ c 
anomalies apply equally in payments made 
to DCAP, as the administration docs nor 
have any way of distinguishing between 
CAP and DCAP. 

(ii) Compensation for Homes 

A landless labourer ora poor farmer losing 
his home to the canal is also a DCAP The 
project affected people of SSP have been 
given five gunthas of flattened land i m 
homesteads, in contrast, the CAP have Iven 
given shoddy treatment as highlighted in ih c 
following cases. 

Samsherpura (block Nandod. district 
Baroda) is the first village where homcsu-;i,u 
were in the way of the main canal. I’mJcr 
threat of bulldozers the villagers had moveil 
to nearby hillock belonging to the 
government. No help was given to le\ ,i ik 
hillock and only three gunthas per tuml, 
was all owed Some bouses of Songam (Wiki 
N andod, district Bharuch) coming in the 
way of foe canal were demolished wuh.Mii 
giving any compensation The village »t 
Koliyari, in Sankheda block of B.irodj 
district, is to lose all its house* in the c.in.,1 
Nigam refuse* to grant the villagers the rut: 
to satisfactory homestead land and Koluar 
is refusing to move in spite of throats ,i>!j 
promises made by leading Nigam olln.i.tl< 
and Gujarat state politicians. In the nee 
village of Nani Koliyan some NayaU ■: 
poor and powerless tribe) have houses at, 
government land on the side of the laml 
They have been told orally to move. Wbrr 
these landless labourers asked the olli,ia!- 
where they will go, they were told u> >."■ 
wherever they wanted to. 

(iii) Other Issues 

At listed in Appa and Sridharan (IW 
and Appa (1992) there air many other 
ways in which severe hardship is caused to 
CAP. Bifurcation of land, damage due w 
ancillary works and serious danger «' 
hardship m future because of poor quai«* 
of worit and lack of consultation with Imu 
people are some of the causes. Hen ■« 
some examples. 

Construction of canal choke*, up njtor* 
drainage system in some places To all*'* 
the natural flow of water aqueduct' nr 
con stru c te d. But these are expemnr l« 
economise, the engineers collect <*«<-'* 
flows at one point, leading to fresh 
paths which cause heavy soil erosion The 
eroded soil dogs up foe new aquetfo^ 
toadtog to s e ve re flooding Ahead** 
Baroda papers have repotted case* of 
hanWtip to whole villages because «t shl * 
Moti Maocfcjmr. Uaderem Gotti. Ank*^ 
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Sevasi.BajwaandKoy sli have this problem. 
In Dhawat the coot radon took soil from the 
village tank for construction, but did not 
keep their promise to strengthen the tank's 
sides. Flooding is expected. In AUahadpura 
and many other villages of block Sankheda 
I was told about how the process of 
compacting, of building canal embank menu 
with particular soil types, etc, were net 
adhered to. Open cracks in cement lining are 
to be seen in many places in the main canal, 
posing a serious threat of waterlogging and 
attendant spread of diseases. It is reported 
by local people that bribes are demanded for 
changing the canal alignment so that a 
fanner's land will fall in the right side of 
the canal rather than be under it. The most 
notorious allegation of this sort was made 
in a coon case against a diversion of the 
canal by the Nigam so that rich fanners of 
Chikhodara. the village of Chimanbhai Patel, 
ex-chief minister of Gujarat, did not lose 
their land but poor farmers of Rajbodeli did. 
Some of the Chikhodara farmers then sold 
their land for R and R at the staggering price 
of Rs 50,000 per ha. 

An often recurring problem is that of land 
left on the wrong side of the canal. Not only 
does such land not benefit from the new 
irrigation possibilities but also, depending 
on the distance to the nearest bridge, it can 
become inaccessible and as good as lost. 
Moreover, the canal can not only bifurcate 
a family’s land, but sometimes it can deprive 
a whole village of important amenities. 
Market places, schools, common grazing 
land, etc, can be. and in some cases have 
been, left on the other side. In such cases 
accessible bridges, constructed as soon as 
the canal is dug, are a must. Without them 
a whole community suffers unnecessarily. 
Yet, in Dhawat the canal is dug but the 
promised bridge is not built. Chandan and 
Songam are fighting for a bridge near their 
village for years. Gadkoi and Kelania 
villagers have held up construction work for 
over two years to get their demand for a 
bridge accepted. Over the entire canal 
network sighting and building of bridges is 
an avoidable cause of hardship, sometimes 
severe, to the canal affected communities. 
What is needed is consultation and a caring 
attitude. Instead, what has been on offer is 
one or more of: neglect, false promise*, 
threats and coercion. 

IV 

Who Are the DCAP? 

How is it that in spite of a common 
consensus on the need to provide special 
compensation to the DCAP, the actual 
treatment of CAP and DCAP is so callous 
and inhuman? We submit that the real 
srobfem is a lack of political will, reflected 
in a lack of understanding of the problem 
on the pan of the top level deciskm-makm 
who seem to be ignorant of the most basic 
facts about the ways in which the canal 


causes severe deprivation. To illustrate 
this contention we analyse the statements 
of all the parties quoted In section two to 
find a category of CAP whom everyone 
concerned accepts as DCAP. and then go 
on to show how the World Bank, the 
Nigam and the government of Gtoarat have 
failed them. 

Insection two we saw how Scudderl 1983) 
had identified small holder* losing all their 
land as the category of concern. Rqj (1991) 
was concerned with all [hose left with lest 
than 2 ha ofland. However, GR1092confines 
itself to those who were small or marginal 
farmers before acquisition, and ended up 
with less than half a ha in the command area 
or less than one ha outside the command area 
of the SSP. The World Bank, on the other 
hand, was concerned with those who lost 
more than 25 per cent of their land, 
irrespective of how much they owned to 
begin with or bow much they were left with. 
Finally, in contrast to all the above. Narmada 
Bachao Andolan and Arch Vahini. (he two 
mutually antagonistic non-government 
organisations, both want to extend the 
benefits given to the CAP generally. Vahini 
makes a special mention of small and 
marginal fanners, while (he Andolan 
demands the same benefits for the DCAP 
as agreed already for the project affected 
people. 

The lowest common denominator in all 
this is a concern for those who become 
landless as a result of the canal. Everyone 
would agree that a family losing all its land 
deserves special compensation. So let us 
examine that particular category in detail. 

Look at the map showing the canal through 
Gadkoi in block Nandod of district Bharuch. 
Suppose A Vasava is a fanner cultivating 
three small fields shown under survey 
numbers 30 to 32. There will be no problem 
in recognising him as becoming landless as 
the canal engulfs all the land under those 
survey numbers, provided A Vasava it shown 
as the khatedar owning those survey numbers 
in the village form 7/12. But what if he 
owned survey number of 33 as well? As 
shown on the map the canal engulfs survey 
numbers 30 to 32 completely, but leaves a 
part of the lend under survey no 33 on the 
other side eflhe canal, makingit inaccessible 
because iu distance ftom the village, via the 
nearest bridge (not even In the map), is more 
than six kilometres. Should A Vasava not 
be regarded as becoming landless? What if 
he owns no 3k, turif of which is engulfed, 
another chunk is made inaccessible and the 
tiny portion left on the village side of the 
canal is required for some auxiliary work 
such as construction of approach roads; 
diversions, training/regrading of naltahs 
(drainage c han ne l s); borrow pits or borrow 
areas for disposal of soils; canal side 
pUntrtiom; h ou sin g colonies for govern m en t 
officials; cement plants; etc? Should he not 
be regarded aa being made lamfieu by dw 
impact of the canal? What if the Vasava 


family has been using the land for 
generations, but in the village records 
survey numbers 30 to 32 belong to the 
government? What If survey number* 30 
to 32 are still registered in the name of A 
V mvt‘x 70-year old father F Vasava, but 
the land has been divided up between his 
two sons A Vasava and B Vasava, both of 
whom have their own families and homes? 
Village form KA may or may not record 
this fact. What if fields 30 to 32 are the joint 
holding of three Vasava brothers, with three 
families dependent on the land for food and 
survival? Usually village form 8A will have 
a record of land sharing arrangements. Should 
they not be used to declare all three brothers 
as DCAP? Can we really devise a tair 
compensation package even for this most 
extreme category without clarifying who is 
eligible? And is it possible to decide who 
is eligible without taking cognisance of all 
the different ways in which land is lost or 
severe economic hardship is caused because 
of the canal? 

The actual government policy in practice 
is to compensate only Khatedars. nrictlv 
under Ihe Land Acquisition Acl. for land 
acquired directly for the caiud. G R 1092 
which talks about special compensation for 
some category of DCAP includes only land 
owners who end up with less than one ha 
outside the command area or less than half 
a ha in the command. So even if it were to 
he implemented, it would exclude all those 
what if cases raised in the previous 
paragraph This is hardly fair. The land losi 
for auxiliary work, or by becoming 
inaccessible, is no different from the land 
lord for construction. If encroachers among 
project affected people can be compensated, 
why not those among the DCAP? Anil Patel 
(1993) and Appa and Sridharanl 1992) have 
shown that in the mainly tribal villages in 
the upper reach of the canal the nature of 
rural poverty is such that land registered 
under one khuicdar's name supports, on 
average, two to three families. When a 
khatedar in this region becomes landless, is 
it not imperative that all the families 
depending on the acquired land are given 
special compcsation? What about the 
landless labourers losing their homesteads 1 
Why docs the Nigam chairman Raj (1991 1 
consider all those left with less than 2 ha 
to be eligible while GR 1092 has a much 
narrower criterion? Why is there no mention 
of problems caused by new aqueducts 
bridges, poor quality of construction work 
etc, etc? 

The fact is that the top level decision¬ 
makers in the Nigam have no understanding 
of ways in which the canal causes severe I 
deprivation. (Witness the glib assertion of I 
C C Patel < 1 992) ss chairman of the Nigam I 

that “(armen in the majority of case* have I 

come forward to hand over the land I 
willingly". The only explanation is ih* 1 
there is ao political will to compensate the I 
DCAP. How else can one explain the f*i I 
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(tut after years of equivocation the 
government of Gujarat docs not even have 
a record of those farmer* whose entire 
holdings have been acquired for the canal? 
All that the government of Gujarat needs 
to do is to instruct Talatis to submit a list 
of those few families who became landless 
in each village. They arc well known in 
the whole village and in surrounding 
— villages because of their dramatic 
misfortune. But instead Nigam has wasted 
two years for the outcome of the socio¬ 
economic survey it commissioned in 1992 
to satisfy the World Bank's benchmarks 
regarding CAP. How absurd! The survey 
may be important for devising a suitable 
policy package, but what Has the socio¬ 
economic survey of sample villages got to 
do with making a list of those who have 
already lost or are going to lose all their 
land? 

All along the canal there are expensive 
buildings built for visiting high ranking 
Nigam officials lo slay in. For most pan 

i tte remain empty - a famous case being 
> Kevadia colony, an extensive infra- 
ucture at and around Kevadia consisting 
roads, guest houses, office blocks and 
air empty) accommodation for engineers 
d their staff, for which revenue land was 
quired in 1961 from farmers from six 
llagcs who are still fighting for fair 
mpensatiun. Both the World Bank and the 
gam have commissioned expensive 
nsuliancy reports onCAPIRagsdale 1991 
d Srivastava ct al 1991 arc representative 
amplest without being able lo identity the 
oblem properly. This may he because the 
nsultants seem to have relied solely on 
ita provided by ihe Nigam or on visits lo 
c canal affected villages conducted by the 
igam officials. Whatever the cause ot then 
ilurc. the truth is that basic facts such as 
nd left on the other side ol the canal is as 
hkI as lost if the nearest bridge is more 
an 4 km away or amalgamated drainage 
lannels can lead lo severe flooding or the 
ice paid for acquired land is less than half 
the price paid for adjacent lam) bought 
r the government for R and R. etc, arc not 
he found in cither the World Bank's or 
e Nigam's published documents or in 
ly of the publicly avtulable consultancy 
ports. Naturally these tacts do not inform 
ty policy packages such as GR 1092. 
nd yet anyone visiting ihc villages 
dependency meets ihe evidence outlined 
Appaand Sridharan (1992) wiihin a matter 
' days. 

Towards a Fair Compensation 
Policy for DCAP 

To arrive at a proper eligibility criterion 
» OCAP, we start with the simple, 
nexceptiooabie rule that m> one riwuM he 
nmomkulty worse off be SSP. (This i* in 
m will) khf World Bank Operational 


Guidelines under which the project was 
supposed to operate, and in fact could and 
should be the basis of a common. India 
wide, poliev for project affected people 
after substituting ihe words ‘a development 
project’ for SSP.) Applying this lo the 
categories discussed we get: 

(i) Land lost for the canal, or lor auxiliary 
work for the canal, or by becoming 
inaccessible, should he compensated. 

(ii) All gainful users of the land, irrespective 
of whether they were khatedars or 
encroachen, should be compensated. Where 
land registered in one name is a joint family 
holding, all the households dependent on the 
land should be compensated. (Sharing 
arrangements recorded in the village form 
8A could form the initial basis for 
implementing this.) 

(iii) Any person losing all the land by any 
cause listed in (i) above or losing so much 
that he ends up as a marginal farmer, should 
be regarded as a DCAP. All marginal farmers 
losing more than 2S per cent of land to the 
canal should also be regarded as DCAP. 

(iv) Landless labourers losing their homes 
should be regarded as DCAP. 

(v) All DCAPlosing agricultural landshould 
be given special compensation of land for 
land, the minimum being fixed as per tiic 
Bombay Tenancy Act (1948) which applies 
to Gujarat as well, (according to which an 
economic holding shall be 16 acres of dry 
land or 8 acres of seasonally irrigated land 
or "4 acres ol irrigated land) or as per com¬ 
pensation promised to the project affected 
people, vi/, five acres of irrigated land. 

(vi) All DCAPlosing homes should be gi v cn 
five gunlhas of levelled land with proper 
title deeds, irrespective of whether they had 
tide to the land on which their houses stood 
earlier 

(vii) A special (ask force should be set up 
to deal effectively with the complaints of 
poor quality work, location of bridges, 
problem ol drainage channels and other 
avoidable hardships inflicted on 
communities by the callous project officials 
and politicians. 

Cost of Special Compensation to DCAP 

From Ihe methodologically unsound 
hyper estimates of the IIMA report 
[Srivastava ct al 19911 to the deliberately 
underplayed accounts of C C Patel (1992). 
they are widely differing estimates of the 
actual number of people affected by the 
canal. Appa and Sridharan (1992) attempts 
a careful study using stochastic modelling 
techniques. If we take their estimates as a 
starting point, and confine our attention to 
the most extreme category of DCAP, we 
find that the number of khatedars becoming 
landless is about 1.000. Allowing for 
another 10 per cent becoming landless dug 
to secondary causes, about 1,100 khatedars 
need to be given a maximum of five acres 
of irrigated land. If the average pnee of 
iandisRs 15.000 per acre, and a khaicdar s 


land supports two families approximately 
Rs 16 crorc is enough to compensate all 
DCAP in this category. In comparison to 
the total cost of the project (originally 
estimated to be Rs 12,000 crorc, though 
current esti mates are more than double that 
figure) or in comparison with the amount 
of money spent by the World Bank and the 
Nigam on consultants on CAP alone, this 
amount is small. One can be forgiven lor 
suspecting that the same applies to the cost 
of providing adequate compensation to all 
the DCAP and indeed all the CAP. 

In conclusion one could stress that all 
CAP are suffering unnecessary hardship 
It is possible to give adequate compensation 
to CAP if there is political will. GR 1092 
was devised to satisfy the World Bank. It 
is an ill thought out document with an 
atrocious translation in English. Worse Mill, 
its existence is only known to Nigam 
officials. During my field visits I found 
that neither the villagers nor the Narmada 
Bachao Andolan had heard of it in 
January 1993.1 have highlighted the case 
of DCAP because injustice to them is most 
glaring. But all the CAP are badly treated. 
Any political parly wanting lo gain a 
foothold in Gujarat would do well to take 
up the grievances of the CAP of the SSP. 
The discontent among the villagers is 
palpable and yet modest democratic 
steps - consultation, caring altitude, and a 
sense of jusriie - can go a long way lo 
overcome it. 
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'hlDHRA PRADESH 

4Tble of Two Industrial Estates 

satinath Sarangi 
iary Cohen 


Vith economic liberalisation anil the consequent dismantling of 
-egulatory mechanisms industrial estates are littering the country. A 
'loser look at what is happening in two of these industrial estates in 
Andhra Pradesh. 


^R the last 50 years, the Indian government. 
Vorld Hank moneylenders and elite 
ndusiriulisiH have convinced people the 
inly way India could economically 
develop' was to build massive dams. 
K>wer plants, chemical lactones and other 
arge-scalc industrial protects This 
nduslrialisation strategy has led to the 
’hopaf disaster, the construction »l 
nherently dangcrints nuclcut |x>wei plants 
nd dams, the displacement and poisoning 
il millions of people and more extensive 
ecological destruction in the last tew decades 
.han in the pres ious three millenntaol Indian 
tistory. 

Since economic liberalisation and the 
passage of the General Agreement on Trade 
and Tariff (GATT), this development' 
arategy has become the oHictal 'mantra' of 
he Congress!I) government. In (he last lew 
years, the gosernmem has been dismantling 
ong-standing regulatory protections and 
privatising many industries and services. As 
a result, multinational corporations arc 
invading the country in a drunken orgy ol 
investment that can only he described as a 
new form ol economic colonialism 
Most of this industrial investment is 
'capital tttlcnsisc'. instead ot lahoui 
intensive', which means that even on 

economic grounds these lurgc-scalc industrial 

projects do not vdve the unemployment 
problem in India. For example, the Pahhol 
Power Plant outside Bombay, which will 
cost Rs *>0.510 million to construct, will 
only provide 200 permanent jobs, while 
directly displacing 2.000 villagers. The 
Thapar-DuPonl nylon lactory. recently 
rejected in Goa. would ha\c only provided 
A50 job* at a cost ol R» h50 crore. while 
depriving thousands of people ol their 
tnidilionai livelihoods. In fact, the official 
unemployment rate has risen by 6 per cent 
since liberalisation took effect Despite this 
glaring problem, rapid industrialisation 
continues to he prescribed by the global 
economic ‘doctors' (rod their peons m the 
Indian government) as the magic pill lor an 
ruling economy. 

' Tragically.!* the mod rush to industrialise 

and import environmentally desiruviive 
Mwotoftaafttmi the weetbodi government 
and industry have made no attempts to 


understand the downsides of this 
industrialisation, to understand its sidc- 
eflccts or how to plan to mitigate its worst 
abuses. As a result, industrial estates now 
I ittcring the country and t he third world have 
become synonymous with disease, 
environmental holocaust and the sacrifice of 
innocent people at the altar of short-term 
economic gain lor corporations. 

By looking more closely at twocstiiblished 
industrial estates in India, weean learn lessons 
about the human and environmental costs 
ol this economic pill. Additionally, hv 
understanding the poisons tn the pill, we can 
hopefully stimulate broader debate about 
the wisdom ol India following the west 
do wn i he same i ndustri at path that has at ready 
led to widespread ecological destruction 
and human disease. In Jcedimctla and 
Patancheru. two industrial estates that nng 
Hyderabad in Andhra Pradesh, the poison 
is everywhere. More than 7.000 acres ol 
productive tarmland have been contaminated 
with toxic chemical runoff while more than 
5.00.0011 people have been adversely 
allotted, either through environmental 
disease or loss ol traditional livelihood. 
Jcediineila industrial estate, sprawling about 
15 km notih ol Andhra's capital city, has 
become home to more than 500 companies 
in the last 20 years. Here, slinking effluents 
tliquid waste) Irom the chemical and 
pti irmavcuttcal companies collect in pools 
heside poor neighbourhoods and meander 
past paddy Helds belorc winding up in the 
municipal sewage drain. 

Laxmi. aged 22. lives in the industrial 
shanty caltcd Ayodhyatugar beside the 
Vacant Chemical lactory. a company that 

makesbulkdrugslorllSdrug multinationals. 

1, ax mi came here a year ago when police 
forced her to abandon her shelter on public 
land in a neighbouring district. The land 
she chi 'C to make her new home was once 
part KatkunU Lake, which used to have 
a umquc ecology that attracted migratory 
h„ f> irom Siberia. But that was belorc the 
Mi nistries came in. The lake has since been 
in. ued into accsspool of toxic effluents, then 
budt mtoa slum by a local politician creating 
vote banks. Within a 10 km radius ot 
Avodbyanagar. all the drinking water aid 
agricultural wells are contaminated with 


toxic chemicals. Eking out a living making 
palm leaf mats. Laxmi has few choices in 
life. Her mud hut is practically engulfed in 
toxic chemical run-off. Last year. Laxmt's 
new-born baby died from congenital defects 
attributable to toxic chemical exposure 
Unfortunately, her plight is nut unique around 
Jecdimeila. 

Residents surrounding the industrial 
estate complain of asthma, skin diseases, 
menstrual irregularities, spontaneous 
mi.se arriages, gastro-intestinal problems and 
a variety of mental disorders. According to 
an independent health survey conducted by 
Jagruthi. a local environmental organisation. 
nl'6.000people interviewed in six residential 
areas. 65 per cent were suffering from 
exposure-related illnesses. One-third of the 
women in the reproductive age group had 
up to three miscarriages, while 25 women 
in the sample group had suffered seven to 
nine miscarriages. Elevated irritability is the 
most common mental disorder. Local police 
department records reveal that area suicide 
rates arc the highest in the district. 

The effect on traditional livelihoods is 
equally devastating. Toxic factory emissions 
ftavc burnt out the tops of toddy palms for 
a kilometre around, depriving toddy tappers 
of their only source of income. Local 
larmcrs. who have had to watch their cattle 
become sick an I die and their cropland 
become drenched with a brownish toxic 
oo/e, have also been econnmicallv ruined. 
Meanwhile, those who work in the factories 
have virtually no protection against 
occupational exposure While some unions 
arc beginning toeducaie their members about 
the risks on the job. the companies have 
responded by hiring contract workers’, 
rather than the union workeis. ft* the most 
hazardous factory ■ 'hs. 

The sit ition at Patancheru industrial 
estate. 20 tun to the cast of Hyderabad and 
oner the constituency of the late Indira 
Gandhi, is a site of even worse disaster. 
In Patancheru. more than 500 factories are' 
located, producing chemicals, plastics, 
paper, paints, cellulose, meat for export 
and bulk drugs. Effluents Irom these 
factories arc routinely dumped into 
Nakavagu. once a dean river providing 
irrigation and drinking waterto surrounding 
villagers. One of these factories it the Volta* 
Chemical Company, which produce* 
organophosphonis pesticides, some of which 
are banned in the west. Voltas regularly 
spews ethyl mercaptan, chlorobenzenes and 
other cancer causing chemicals into the 
neighbourhood air, in addition to dumping 
many more chemicals behind ils sprawling 

factory site. Volta* is not alone in this practice. 

In Patancheru, more than 2,000 acres of 
farmland have been destroyed. Well water 
as far down as 140 feet is completely 
contaminated and unfit for consumption. 
According to Kishan Rao, a local physician 
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practising in Patancheni. then? is one viHugc 
in the area where all the women base 
Mopped menstruating slue to their toxics 
exposure. Dairy farmeix have had to give 
up this livelihood because thousands of 
cattle died during tlie hot season when only 
poisoned water was available for drinking. 
Some peiiple .d so have mi ehoiee hut to 
drink ihe poisoned water and live with the 
consequences InSulljnpur. 10families have 
members who have become incurably 
luralysed alter drinkingcontaminated water. 

Both indusinal estates were established 
by the Andhr;i Pradesh Industrial 
Infrastructure Development Corporation 
(APIIDC i in the mid-1970s Thisgtivenunent 
agency provided generous loans, .subsidies 
and other lacilities to companies to set up 
lactones producing pharmaceuticals, 
pesticides, paints. PVO pipes, rubber, paints 
and oilier product s. What the Andhra Pradesh 
government failed lodo. however, was make 
.my plans lor how to deal with the massive 
pollution caused by the companies they were 
subsidising, fiven today, after the poisoning 
of thousands of people, the contamination 
of groundwater and complete destruction of 
agricultural land, the government still does 
understand the industrial apocalypse they 
have helped create. They are too busy 
plannine more industrial estates for the 
stale. Ihe State Pollution Control Board 
(PCB) has neither the expertise nor the 
political will to adequately monitor the 
hazardous practices of these industries. In 
Jcedimctla. there arc three PCB inspectors 
expected to monitor 50(1 companies. Since 
its inception the PCH has not tested the toxic 
wastes from the factories for their specific 
toxicity. Air emissions are only monitored 
at one location in Jcedimctla: in Patanchere, 
where cancer-causing emissions are routine, 
there it no air monitoring 
in 199l,ooenight Jecduhotla wasengulfed 
in poiaoiiotu fumes that sent people choking 
from their homes because Sudarshan Dreg 
had an acrttmtal chemical release When 
the PCB an tailed by local residents, they 
neither identified the chemicals that were 
released nor Aped Ac offending company 
"They should he called the Pollution 
Promotion Board." quips K M Pandu. the 
ex-chairman of %| l ea dimet la Municipal 
Corporation. 

The local police have alto been allies with 
the companies m their aatanhoa the resident s. 
When tn desperation local residents in 
Jccdimcilaiook to slashing die tires of tankers 
(hat illegally dumped c h emic als in their 
neighbourhoods, the police t hrea tene d the 
residents with dire conse qu ences if they did 
not cease thetr activities. As a final violation 
of people's basic hdrapa rights, (he citizens 
continue to he denied information about the 
chemicals invading their neighbourhoods 
and bodies Although the companies supply 
the PCB with information about chemicals 
used in their production process as well as 

i £ 


their emissions, xhc PCB will not provide 
this information to the residents whose lives 
are being destroyed by these same chemical v. 
This culture ol secrecy and denial of people's 
basic right to know about the hazards they 
face only serves to further protcet the 
companies from citizen pressure, litigation 
and environmental enforcement 

I,ocal residents in Jcedimctla have not 
remained passive. In 19W). they organised 
themscl v es into the Kalushy a Vyalirck Parut 
SainitttAmi-Killution Struggle Committee) 
with (he help of Vali and his wife Shiva 
Parvathi. i wo journalists who had moved to 
(Ik* area Ilk* local group launched a campaign 
against the polluting industries and 
indiltcrcnt government officials. Through 
processions, sit-ins. hunger stnkes and a 
media campaign ihcy made it impossible 
for the government to ignore the widespread 
contamination of wells in the area. When Ihe 
PCB failed to respond to the community 
demand Tor a piped-in water supply, the 
Samiti resorted lo direct action hy blocking 
up the discharge pipes of the companies with 
concrete. 

Finally after seven years of struggle, the 
community lorced the Andhra Pradesh 
government to provide clean water to the 
community. They also pressured the 


government to require the warn polluting 
companies to build a common effluent 
treatment facility to deal with their Imtii 
discharges. In Patanchcru, local opposition 
started in 1986 when 3,000farmer* marched 
to the chief minister's office after suffering 
large-scale crop loss due to contamination 
»! local wells and the Nakavagu river In 
1989. 5.000 people held a demonstration 
before the stale assembly demanding an cm! 
to the mdustnal pollution. The same year 
farmers blockaded the highway running 
through Patanchcru for two days with then 
bullock carts. Sometime after that, seven 
members of the Kalushya Ntrodhak Samm 
(Anti-Pollution Committee) were arrested 
and imprisoned by police on trumped up 
murder charges. 

Faced with police repression and fruMratui 
with Ihe state government’s corruption ami 
inaction, in 1990 the activists petitioned the 
SupremcCoun to move against the polluting 
industries. While a final decision has yet in 
he heard, three of the 20 aflcctcd village 
have been receiving piped-in water ., 
result of an interim court order. The other 
17 villagesarc still using contaminated water 

Meanwhile, some farmers privately soiled 
for Rs 5 lakh with the industrialists who h.id 
poisoned their land. This was a paltry an* >um 
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In comparison with the assessment tif the 
Supreme Court'* expert committee, who in 
IW2 intimated the economic loss at Rs .12 
crorc. In distribution of this meagre amount 
by Mcdak’s district collector, damages were 
minimised, while many claimants legally 
entitled to compensation were fell out. This 
led to divisions within the community 
between those who received compensation 
and those who did not. In Bhopal, a similar 
injustice on compensation issues was carried 
out which also divided the community. 

In IWI the Andhra Pradesh High Court 
accepted a petition from the residents to 
conduct an independent assessment of the 
area's pollution problems. Their 54-p..gc 
report Identified 12 industries as major 
violators. The report also criticised the PCB 
and APIIDC for their complete lack ot 
planning or environmental cnlotccinent. 
Justice Jecvan Reddi called Patanehcm a 
‘mini-Chernobyl - and ordered 11 of these 
factories temporarily closed down. The 
companies were given six months to develop 
a strategy to control ihcir pollution. When 
the high court was about to reach a separate 
judgment against Volius Chemicals (a TAT A 
subsidiary), the chief justice was transferred 
mysteriously 10 the Allahabad High Court. 

The ‘pollution control' strategy ihe 
industries eventually developed at both 
industrial estates was the construction of 
common effluent treatment plants The 
purpose of these facilities is to collect the 
wastes from area factories, separate the 
solid waste Irom the liquid waste, 
chemically treat both wastes and then satcly 
store or discharge the diluted diluent At 
first glance, these facilities appear to he a 
step toward protecting the community front 
toxics exposure and controlling industrial 
pollution. On closer inspection, however, 
these Treatment’ facilities have served to 
protect the industries limn litigation and 
environmental enforcement, while the toxic 
chemical wastes they 'manage' continue to 
enter the cits nonment untreated and threaten 
residents downstream of the facilities 
In Jvvdimelia industrial estate, about 80 
' factories send 70-80 tankers a day ol 
industrial wastes to the treatment plant. 

■ Operating since lOH'i.ii isihe first treatment 
: (Haiti of its kind in the country. The process 
for managing the waste is as follc*ws. tankers 
dump their hazardous contents mi" a huge 
: vat. where the wastes are initially 

* neutralised hy adding either ac id or alkali 
Then the solid sludges are separated I mm 

• the liquid waste, where they ate dned in 
'the sun. After drying, the sludge is dumped 
' into unfitted pits <m the 'campus' ot the 
Treatment plant, thereby allowing more 
wiisonx (0 Heap Into the groundwater 
.Official* at the facility have plans to build 
Jan incinerator to bum the «»xie sludge, w hieh 
wifi transform the solid waste pollutants into 
rair pollutants and further vontaminaic the 


community. Incineration of waste is a 
dangerous technology that is the source <»l 
massive public protests in the I'S and 
Euro|Kv Ttie remaining liquid waste is 
mixed together u tih other factories' wastes 
tn a toxic soup. The liquid is then churned 
together in another tank, which allow s many 
chemicals in be released into the 
surrounding an. Alici some minimal 
biological degradation process, the 
remaining liquid wastes are dumped into 
an open drain at the hack of the plant. 
Treatment plant officials reported that a 
closed drainage pipe was eventually going 
to connect the lacility with the main sewage 
line into Hyderabad. The Inundation stone 
lor this pipe was laid three years ago. Nothing 
has been built since. While some primitive 
chemical tests arc conducted al ihe treatment 
plant, at no stage in the entire ‘‘treatment” 
process are the wastes tested for specific 
toxicity. Additionally, none of the facility's 
systems are designed to chemically reduce 
ihe toxicity ol the wastes. The facility is run 
asapnv.nccompany.the Jecdimetla Effluent 
Treatment (JETL). whose board of directors 
consist entirely ol the CEOs of the major 
polluting companies. Companies purchase 
'membership' in the lacility by buying a 
share lor Rs 50,000. Specific factories then 
pay Rs 150 per tanker ol waste they send 
to the lacility Local residents say that the 
factories Mill dump much of ihcir waste 
illegally, since they can pay Rs 50-100 per 
tanker to take (heir wastes to an abandoned 
place to he dumped 

A smiil jr sc am exists at the recently opened 
common diluent facility m Paianclieru, 
operated al Paiaticheru line iron-lech 
IPETL). Despite the existence ol ihe 
treatment plain, cast quantities ol toxic waste 
flow untreated into ihe Nakavagu rivet just 
beside the lac ility In essence, tlx: treatment 
tacilities merely package' the toxic wastes 
lo be dumped into the environment. They 
do not prevent pollution Irom reaching the 
community. ihcy jusi centralise ii and dump 
u into ihe community themselves, cither in 
the ground, ihe water or ihe air. Many more 
ot these common effluent treatment 
facilities are planned for other industrial 
estates around India. Thelndian government, 
in lavt, has promised 20 per cent funding 
lor all luiurc l.icilnics. 

Since Ihe lieatmeni plants do mil actually 
solve the toxic waste problem, ihen where 
dvK-s this deadly waste eventually end up'' 
In ihe case of Jeedimctla. the toxic w isle 
discs with over 1.5 million gallons of raw- 
sewage daily Horn Hyderabad, which is 
then dumped into Hussain Sag.tr lake. 
Ironically, ihe lake was once a source of 
drinking water and is now being developed 
as «t iciutisi ittMviion The sienc’h and the 
dangers oi i.*vic chemical exposure, 
howevet. ate likely to keep tourists away 
lor decades to come. 


In the case ol Patancliern the lutal 
destination of the wastes indicate a tar more 
serious health threat The mduMnal lovuis 
that flowthrough Nakavagu river empty imo 
one of (he tributaries ot the (iml.iv.iri nver 
This tnbuiary is used as a drinking vsaicr 
source lor more than 10.000 residents ol 
Jogipei inditscnurous.vouthol Hyderabad 

For 25 years governments m ihe w-m 
have tried to 'manage' industnal polluiion 
in a similar 'out ol sight, out ol mind' wav 
(hat Ihe Andhra Pradesh govetntueni has 
adopted. However.e'en lltc l S govetnnieni 
now admits thai this ‘pollution , onuol 
strategy does noi work Once toxic 
chemicals are manulncttircd and used n is 
extremely cosily and near im/ms>iNe to 
prevent them from poisoning the local 
environment. This is why the t : S and 
European countries have been coaxing India 
and other third w orld countries to inipott ihe 
west's toxic wastes. The only .solution to 
the toxic waste problem is to slop 
manutaetunng and using toxic chemicals in 
the first place. Environmciiialisls and 
engiiHvrs in the west .tre now pressuring 
mdustiy to make products without the use 
ofdangefouscheniicalslh.il inevitably escape 
into the environment. This superior strategy 
is called pollution prevention, or toxics use 
tedtivtion. 

lint neither the stale governments, nor the 
industries, not the Indian govemmctil have 
even cott'idei.d evaluating industrial 
development based on (lie toxic chemicals 
or dangerous processes a particular 
company u-es This is why the chemical 
ami pesticide imliisirs is rapidly expanding 
in India - because the government docs not 
think twice about creating environmental 
sacrifice /ones, where thousands of people 
gel poisoned so ih.ii a lew industrialists and 
politicians can gv nch By all accounts. 
Jccdlme ,, ' , and Pat.mcheru arc industrial 
disasters comparable in Bhopal. The Uixr- 
nature of the chemicals involved, the 
incurable medical consequcnecxoi chemical 
exposute. the large nu mher of .it fectcd people 
(5.00.000), ihe manipulations of (he 
indu.stnahsts to limit ihcir liability and the 
incompetence ol the government all point 
to an epic human disaster and environmental 
tragedy. 

We have analysed the dramatic impacts 
of only tw-o industrial estates in the 
Hyderabad ana. There arc 11 others around 
Hyderabad alone and scores of vuhers 
throughout India whose stories have vet to 
he add. Many residents and ihcir families 
have lived here long before the industrial 
estates were built. Yet they and others like 
them all over India have been treated as 
sacrificial victims blocking the path tow aid 
economic progress. The only bright light in 
this otherw t>e tragic saga is that the residents 
ot these areas have not given up rcsiMuyg 
the poisoning ot their communities. They 
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have continued to hold the corporations 
responsible for their Industrial violence 
and the government responsible as 
accessories to their crimes. 

While Jcedimetla and Patancheru will 
continue to be seen as a model for indus¬ 
trial apologists in search of a cheap ‘fix' 


" to their pollution problems, these places 
wiii also remain a rallying cry for 
environmental activists who know that 
India's future cannot he built on the graves 
of poisoned children and the creation of 
economic and environmental sacrifice 
zones. 


To Organise the Unorganised 

Muktd 


There have been many attempts to organise workers in the unorganised 
sector ; but organisations of such workers have tended to have limited 
spheres and have differed greatly in their ideological positions , 
organisational structures. polit ies and strategies. The formation of the 
National Centre for Labour last month, marking the fructification of a 
process initiated almost four years ago, has to he seen against this 
background. 


THEY were construction and agricultural 
workers. They were aanganwadi and 
domestic labourers. They were agarhatli. 
heedi and forest workers. They were fisher 
folk and weavers. Women outnumbered men 
workers, gathering in large numbers. They 
came from Karnataka, Gujarat, Maharashtra. 
Tamil Nadu, Kerala. Andhra Pradesh. Guar 
Pradesh and Delhi. 

On May 29. amidst a hot-humid weather, 
they gathered in thousands at Cubbon Park 
in Bangalore, unloldtng thetr flags in green, 
yellow and red colours: and they announced 
the formation of the National Centre for 
Labour (NCL), an apex body of unions in 
the informal and unorganised sector. SE WA. 
National Federation of Oonstruction Labour, 
National Fishworkers' Forum. Sarva 
Shramik Sangh, Aanganwadi Karamchan 
Sangh. Kamani Employees Union. Forest 
Produce Gatherers and Forest Workers 
ifninn. Agricultural Labour Union. Nimian 
Ma/door Panehayat Sangam. Ghed 
Khetra Ma/door Morcha - altogether 27 
organisations active in the unorganised/ 
informal sector s ame together Their leaders 
like EJa Bhatt. Tom Kocherry. N P Sarny. 
D Thank appun, Ruth Munoramu, Babu 
Mathew, Ashok Choudhary and many others 
joined hands. In the background, on the 
«age were the words: "We arc 30 crorcs. 
Aware' Arise! Assert! We are 92 per cent 
of India’s workforce Let's uniteThere 
were powerful slogan* raised by the work cr> 
'faqutiah ZmdahnaJ’. 'Let us Unite and 
Fight - . 

The workers rally, which launched NCI., 
wan addressed by V R Krishna Iyer. Today 
we an: starting a new journey of hhcmkm 
The tight to live of 30 crorcs people of this 
country t* in peril They arc the producers, 
they arc the braiders, they are (he ca p it a l - 
makers Bur they are the worst cxpinned.. 


They are becoming poorer and poorer 
because of investors and industrialists. They 
arc prior because of dollar, pound and yen 
Our country needs freedom from these 
investors, wlto will give whisky hut mu 
water, cake but not bread.. We want total 
decolonisation. We want total liberation from 
rccolomsalion In the words of Amhcdkar. 
educate, organise and agnate." N PSwamy. 
president of National Federation of 
Construction Labour, thundered. "Wc are 
mil asking lor the sun or the mtton. Wc are 
only asking for our minimum needs to be 
fulfilled and we arc determined to gel it. If 
the issue of (wo rupees per kilogram of nee 
could change (he politics ol a stale, the 
organisation ol the unorganised has the 
potential to change the politics of this 
country." D Thankappan. the leading lone 
behind the Kamani Tubes workers’ takeover 
and president of the Centre lor Workers’ 
Mana/setumi. explained. " .we are 
witnessing this important event at a tune 
when the organised labour movement is at 
a turning point. We hope I or ;tn emergence 
of a powerful movement which will unite 
both the otganised and the unorganised 
workers We will creatively evolve struggles 
which will lift the consciousness of the 
workers and wifi sharpen the class struggle 
(or change in the working and living 
conditions Levs than I per cent of the 
unorganised sector is organised today We 
have to organise thuPvast mafonly of the 
unorganised. We have to address our 
demands u> the government and the state" 
Tom Kocherry of Nat tonal Fishworkers 
Forum asserted, "We arc struggling to take 
control of our land, forest and water. We ask 
all workers grin the struggle to liberate the 
natural and hitman resource* from ihe 
clutches of the muUinMinrtaH, the caphahM* 
and the .rule.*' 


Askader after leader narrated experiences 
and voiced their perception* of ttntggie, 
there wasalsoan unfolding of the complexity 
of this sector and challenges for the coming 
struggles. The terra ’unorganised sector’ 
refers to that part of the economy where Ihe 
employment rdatioaship. wages and other 
wotting conditions of workers are tie facto 
not protected or regulated. Thus this sector 
includes almost the entire Indian economy 
except those establishments in the organised 
industry and public services which arc 
covered under the Fueumes Act. Going hy 
this criterion, (he total labour force in India, 
according to 1991 Census is estimated to he 
around 317 million. Out ol this, the organised 
sector employs 26.x million |X.S per ceni). 
while the unorganised sector employs as 
many as 290.2 million (91.3 per cent I. Thc\ 
are cither self-employed or work as casual 
wage labourers in both agricultural ami non- 
agricullurul sectors. They are the 
dispossessed pe«>ple. deprived of their 
traditional means of survival: peasants 
uprooted Irom their lands, forest dwellers 
ami fisher folk alienated Irom their mittir.il 
resources, artisans denied the use of then 
skills and crufts They are caught in a labour 
process wltete it is difficult to establish a 
regulai employer-employee relationship in 
many cases They are often not suitable lot 
the traditional trade union forms ami 
strategics. Their proportion in Hie Indian 
working population is inereasiii;; 
everywhere, particularly since the New 
Economic Policies lavour tlte shrinking ol 
the organised sector and ihe decline ot 
unionism in n 

However. despite this peculiar nature ol 
the umirganised sector and Ihe inadcqo.iiv 
of (he traditional trade union methods. there 
have been mans attempts to organise these 
workers These allempts include varum' 
forms of collectives such as co-operative' 
associations.eollcctise aid. which go hcyomi 
the iradtiionnl lot ms of trade union 
organisations SEW A. fw example, is . 
combination of unions and co-operam* - 
focusing patticularly on the econonm 
organisation of women NFFts a fcderam>> 
of various organisations of i radii tonal foln'i 
folk in 11 states and is lighting a devisor 
half Je against the stale over question of ri g I it - 
on natural resources K am, uri Employee' 
Union is dealing with co-operatives ami 
workers of sick and closed industries Ghetf 
Khetra Ma/door Morcha isotgamuttg loiesi 

worken and dwellers inachargcd at m>Hj»f)cn 

of comtnunotism and daln upsurge* e h t« 
true that these off am sat tons etlccnvch 
provide leadership in certain aeciiomol ib> 
workforce and dupe events which could 
tguftiatively change their lives. Hnwe»“ 
each one has a hnaked sphere, compnsi«t’ 
dtflctCM Weotoftcal pnsrtfxvH. wflaenum 

thcnauircof th c dt tT| ta n»s<irtnn,pol>eics')s 

strategic* 
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It It 1ft Hit* context that the initiative 
towards SiMMHtaJ Centro li*r Labour w U s 
set inmothmin November- December IV*J| 
at Delhi, to evolve a common platform 
lor unorganised workers. Since then, there 
have been several meetings in several 
parts of the country to evolve certain 
principles and programmes, amts and 
objectives. More and more unions .md 
organisations working in the unorganised 
sector were ideniilied ami involved, m lay 
a strong Inundation ot the centre, though 
even then sonic prominent organisations 
like Chhaiisgarh Mines Shrantik Sangh. 
Kashlkuri Sanghtan and some other have 
been left mil 

01 course, il is not an easy task lodcsclop 
a common understanding ot issues laved 
by workers in different sectors ol dilleiem 
regions. It varies irom the question ol 
minimum wages, social security. abolition 
ol coniract system ol lahuiii review ol 
lores! policy and loiesi laws, speulie 
problems ol' child, women ami dalit 
workers, legal and social protection ol 
home-based workers lominniiiiy couiiol 
over natural rvsouices. loreign capital and 
destructive lechnologies in the fisheries 
sector, central legislation lor agicultural 
workers ami eonstruviiou workeis. to the 
question ol'icpreseniatton ol immgamsesl 
sevloi in Tupanite Hoards. Indian I abour 
('oiilereiKc.elc. or (lie recogoiiion oi \GI 
as a national lederation 

llowevei. what emerges lioni the live 
sear long price's and its euliniiulion at the 
Itailgaloiv meeting and t.illv is. that ihe 
eenire w ill laigei ai the gov ermnem to lake 
ilieprimary responsibility lor cn.n.umvinc 
minimum rights ol workers wins Inin hide 
right to a national immoium wage, ngiii 
losiKialseeuiuy. nghl to. w s css amis onto >1 
over natural lesiiuriev. light loieiognux'ii 
by the government, and representation in 
all decision-making amt imptemeni.iium 
bodies, right lo equal reiminer.iiion h»i 
equal work lor all apart Itom p.iiiiiipaiine 
hi and whole-healledlv supporting the 
exisimg snuggles ol lisheilolk ami ! 
eoiistnietuHi woikers j 

NCI. sails tlss-|l '.in mm.ins e lo organise ; 

i 

l.thout in Ihe unorganised -ei 101 v< now 
it lus lo go to ihs' vast iiunibci ol , 
unorganised labour lihas|oevolve< re ruse i 
forms ot iHganrsalonis ami si aegis's 
suitahte lor dillercnl conditions as well as | 
an organising policv level uueivemions 
I'hough it eamnn lake ihe ii.iduum.il loim 
ol organisutnm ami deniaml sti.uegs n 
earinol rum a bl>ml eye l*< ihe so* ' O 
cultural and (M.ih-.iI issues eontemmg 
lahtntr Utoughtbcys.illihs'inselsesa 'ih* 

piniv. noo-rchgHHrs, mm-t.isie, .md non 
v'ummuiwtl organisation", ihey sannoi 
Jttmit to ignore the communal onslaught 
n» the one hand and dalit upsurge on ihe 
other. 
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Russia’s Economic Relations with Asia 


RGGidadhubK 

Where does Asia stand in Russia's foreign policy Mid, particularly, in its 
e xternal economic policies? 


AFTER the disintegration of the farmer 
Stn-id Union. Russia is in the proem of 
formulating its own foreign policy. While 
die policy parameters of the former Soviet 
Union with regard to political and economic 
external relations have been discarded, a 
stable tspecific and idcntiliablc) policy 
framework of the post-Soviet Russian 
government is yet to take shape. External 
economic relations of Russia under the 
leadership of Hons Yeltsin ate characterised 
by de-idcologisation. keen desire to integrate 
with international economic institutions, 
interest louse good will and gains in external 
relations for achieving politico-economic 
objectives tn domest.c sphere and so on. 

In this background it is important to 
understand where does Asia stand in Russia* s 
foreign policy and, particularly, in its 
economic policy? Is there a continuity or 
change in policy towards India alter the 
disintegration of the Soviet Union v'hich 
was a major partner of India in economic 
relations? What arc the prospects for Russia* s 
economic relations with Asia in general and 
India in particular in the short and medium 
term? An effort has been made in th-s article 
to analyse these issues. 

Ecu tows h* tiu. Wtjrr 

In the aftermath of the disintegtation of 
the Soviet Union. Russia oriented itself 
towards tfic west anti panicularly towards 
the I'S. Boris Yeltsin's euphoria for the west 
possibly guided by the desire to get 
Russia accepted overnight by,the ue.stern 
couturiesas an emerging dens vrain country. 
Moreover, in transforming Russia toa market 
economy the model of the "west* was 
considered to he the ideal choice. It w a s 
Yeltsin's hope.utdconviclHmthul enormous 
resources that were needed to establish mu h 
a market economy and advanced technology 
could he readily forthcoming l rom tlic west 
In (his regard it is worth noting that in the 
Concept Document presented b> the ministry 
of ftwtign alt airs of the Russi.tn Federation 
it has been stated. For the foreseeable 
future, relations with (he I S will retain a 
prominent place on the scale of Russia's 
foreign policy priorities, corresponding lo 
(he position and weight of US in world 
;tflairs" <p X) Similarly, with regard to the 
policy tow ards western Hun >pe. it was hoped, 
"Russia's relalwms with I atrope.in countries 
on a bilateral level as welt as on the paths 
»t' co-operation within the framework of 
various international organisations and 


forums have priority importance for its 
entry into ike community of democratic 
slates, and lor providing security under the 
new conditions” (p 9). 

Yeltsin's west orientation in foreign 
political and economic policies fell short of 
Russia’s expectations. For instance, front 
Russian angle she was not able to get w-eslem 
economic assistance commensurate with 
its requirements and even the assured 
quantum of credits were not forthcoming 
despite the implementing several economic 
policies to liberalise the economy. including 
the 'shocktherapy*. From western perspective, 
economic choas and instability coupled with 
political crisis and near civil war conditions 
in certain parts of Russia were not creating 
conducive atmosphere for private economic 
investment tn Russia w hieh alone could help 
the country. Moreover, perceptions of Russia 
and the west also wrre changing on 
international political issues such as Bosnia, 
the Middle East. etc. 

At the same lime in Russia. Yeltsin’s 
westward orientation in tdreign policy during 
1992-93 was highly criticised by several 
sections of political groups and academics. 
They contended that such a ‘misguided* 
|v>hcy was a reflection oi reliance on western 
capital and political values and thus may 
serve the interest of the west and not of 
Russia. Hence, it is observed that political 
pressures by conservative and nationalist 
groups in Russia have strongly influenced 
Yeltsin’s foreign policy in favour of “near 
abroad" and “East”. So far as the cast is 
concerned, it has been argued that Japan. 
China. South Korea offered examples of 
economic success worth considering lor 
Russia. What further attracted the n;iinm.ilj\i 
leaders was these East Avian countries 
possessed strong stale powoi over tlieir 
exsmomis policies and development unlike 
lui\sc: ;uirt concept of the west. Russian 
leadersd«i >,'|>ieciu(e this. TIkis. while Russia 
has been experimenting with its economic 
reforms in it s peril \l of transit h »n. the Russian 
government reorganised its Council on 
Industrial Policy a at he end of 19*1.' on tltc 
model of Japanese Mill | 

November 9. I993J, 

Rpssw'v PtXKt Tow utlis Asi,v-Pmhk 

In formulaiini foreign policy towards the 
Aua-Pacific region. Russian leaders have 
proposed to promote 'epochal initiatives’ 
and not based it on 'residual principle*. It 
means that Russia Is nm tn be HJcnlified os 


"[3 

wBurtyfiwn strand (hi Ash^ 
wihnotbeututedai'backaflay'.tMiw 
tatatkw th* the Aita-fecific Is one 
priority region* in Russia’s foreign pi 

Geographical contiguity and pro) 
between the Siberian and Par Eawenm 
of Russia with the eastern neighbc 
China, Japan, etc-hits an added advi 
for promoting closer economic 
Abundant natural resources of Russia 
up vast possibilities for exploiunic 
mutual benefit. Russia hopes to he fldt 
into the APEC in 1996 as a member 
will open up greater possibilitie 
economic co-operation |khmeow , 
November 25-Deccmher I. I994|. 

In the post-cold war years, the . 
' countries of the Far (vast may not cm 
sCcuiity threat from Russia whtcl 
reduced its lotmcrSovict defence caps 
in the Asia-Pacific region. While R 
has substantially resolved its h< 
question with China and Sino-Rti 
relations have improved. Kurile ’ 
dispute between Russia and Japan i 
defying solution. Trade between H 
mid the Asi.t-Pacificcountrics assume* 
importance. Russia has realised (t 
pi event Asian countries account for. 
one-quarter of World trade and 
countries have prospered via their ra 
expanding foreign trade. But tlietr 
with the former Soviet Union 
negligible. In 1991 the Soviet trade 
the Asia Pacific region was less than 
billion which accounted for just ab 
per cent of Asia's trade. In 19V2 this 
farther declined as Russia faced , 
economic crisis and growing pol 
tensions. Since 1993 there hasbecnam 
rise in Russia’s trade value with the . 
Pacific countries. It is worthwhile to 
into Russia’s economic relations 
important countries in this region. 

Rissiv-Ciiisa 

Formulating their polity towards C 
Russian leaders noted that 
umfroniatioiiisi approach trf the Suva 
costthcnulciirlyjsti didioC’hinu More 
it alienated the Soviet I 'nion tr»*m Os- 
Pacific region In live post-cold wat px 
there ts a realisation ol the ihyi 
establishing "tnicnsivc and suhsla 
relations with China '. In addition loth 
both the Russian and ( hincsc ocimomii 
being reformed. ('hiret luis largely stave 
in avoiding crisis, the experience ot « 
Russia is keen to borrow. In tins conn 
rs worth mentioning that among the / 
countries. Chum is emerging as the la 
trading partner of Russia and enjoys so 
piHiiion after Germany. In 1991 flu* 
way trade het w ven die I S\SR awl Chin; 
$ 3,96 billion. In 1992 it went up to : 
billion, nw of which Russia .wvxvunto 
> f .*5 billion. 1 his upward trend conn 
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in 1993 with trade, volume touching $ 7.7 
billion. In addition to thi* official trade, 
there is a flourishing illegal trade between 
Russia and China which is at least one- 
fourth of the official trade. Most of the 
illegal trade is canted out across the far cast 
holder of Russia and that of northern China 
WhileChinaoffen a wide range of consumer 
products and food hems at competitive prices. 
Russia's exports to China consist mainly of 
defence equipment - SU-27 fighters, S- 300 
surface-to-surface missiles, etc. According 
to Russian commentator. Mikhail Urusou, 
China ranked first among the ioreign clients 
of the Russian military-industrial complex 
in 1994 [MoscowNews, October 7-13.I994|. 
As per official data. Russia had surplus 
balance of trade with China. 

Efforts have been made by both Russia 
and China to establish and promote contacts 
at various levels. In this context, visits of 
president Boris Yeltsin to China in 
December 1992 and of foreign minister 
Andrei Kozyrev in January 1994 are of 
particular importance. Both Russia and 
China are trying to promote wide-ranging 
co-operation in economic, scicntilic- 
icchnical and in defence-related projects. 

Notwithstanding growing economic ties, 
there arc also several problems between the 
two countries. SomeChinc.se business people 
are reported to be supplying shoddy goods 
and charging high prices, dealing in unfair 
business transactions and also indulging in 
crime (Ziegler 1994:537). The number ot 
Chinese in Russia's Far East is estimated to he 
around one million which will hasc both 
positive and negative consequences lor Russia 
in the years to come 

Riissia-Japas 

Economic relations between Russia and 
Japan are far from satisfactory Two-way 
trade has gone down from $0 billion in 1991 
to less than S 4 billion m 1991 

On the one hand, there is scope fot wide 
ranging economic co-operation between 
Russia and Japan - the former possesses 
immense natural resources in Siberia and the 
Far East but lacks capital and high technology 
which Japan can offer for mutual benefit 
In this regard the Russian foreign policy¬ 
makers have rightly observed ". Being the 
largest world technological and financial 
centre. Japan in essence is single-handedls 
capable of becoming the sponsor ot any 
slate’s development (Concept Document. 
P I3J. Bui on the other hand, prospects tor 
any major increase in trade do not seem to 
he bright for a variety of reasons 

By far the most important reason affecting 
Russo-Japanese relations is the dispute over 
Kurile Islands which Russia has possessed 
*ince the second world war and which Japan 
warns back if any mgjor economic assistance 
i* to be provided to Russia. There is a 
realisation among the policy-makers that 


Russia cannot expect full scale co-operation 
from Japan “without regulation of the post¬ 
war legacy in Russian-Japanese relations”. 
But at the same time pressures are too heavy 
on the domestic front from the nationalist 
groups and the military-industrial complex 
to make concessions on the Kurile Islands 
toJapan. Underthe circumstances, the visits 
of Mikhail Gorbachev before the Soviet 
disintegration, and ot Boris Yeltsin in 
October 1993. lo seek Japanese economic 
assistance have not yielded desired results. 
Even the persuasion of the western countries 
for Japan to provide economic aid lo 
Russia lor the success of stable democracy 
in the lattci has not significantly changed 
the position of Japan beyond eiving $ I 82 
hi 11 ion government loan and a loan guarantee 
bclore the G-7 summit in 1993. 

Apart from this, economic difficulties in 
Japan may not enable private Japanese 
investment in Russia on a large scale. 
Moreover, from Japanese perspective 
economic crisis in Russia during 1993-94 
involved more nsk than benefit tor Japanese 
investment in Russia 

Ri ssia-ASEAN 

Russia gives considerable importance to 
the ASEAN countries. Speaking at the 
ASEAN Consultative Committee meeting, 
Kozyiov. ihe Russian foreign minister 
observed that Russia considers itself 
ASEAN's natural partner As staled in the 
Coflcepi Document. “In trade ami economic 
relations. Russia offers interest tor them as 
a supplier of hi-tcch products and advanc ed 
technology. In turn, they become reliable 
suppliers of food and general technology 
lorus”(p 14) Thus.in 1993 Russia's trade 
turnover w-uh ihe ASF.AN countries 
exceeded % 2 billion which was larger than 
that achieved in the Soviet period. But this 
isfarfrom the real possitaliues and potentialities 
of the two sides in the sphere of commercial 
and economic co-operation In the autumn of 
1994 a meeting between Russia and ASEAN 
secretary-general. Ajit Singh, was expected to 
diseussconcreie co-operabon projects including 
the Russian proposals for investment in Siberia 
and the Far East 

Among the ASEAN countries, Thailand. 
Indonesia are gaining significance. This is 
evident from the tael that in 199.3 Russia- 

Thailand trade turnover was S t billion which 
was equal to the Soviet irade with the entire 
ASEAN group of countries In 1993 Ihe 
uadc doubled over the level of 1992 whicn 
mainly consisted of arms and equipment. 
Russia's export of arms is a reflection of new 
developments in Russia's foreign policy. In 
this context, the Russian foreign minister 
Andrei Kozyrev's statement that Moscow 
‘is actively fighting for an entry to the arms 
market' in South-East Asia is noteworthy. 
An agreement was signed with Malaysia for 
the supplv of MIG-29s after two years of 


negotiations (TASS, July 23. 1994). 
However, Kozyrov added that Russia was 
trying to prevent arms trade from turning 
into a death trade and war-mongering. He 
submitted to ASEAN countries a draft of 
Code for Arms Trade for consideration. 

Russia, in turn, is interested in importing a 
wide range of consumer goods, food products, 
and also tropical products such as rubber and 
spices, from Malaysia and Indonesia 

RuSSIA-VtETNAM 

Among the South-East Asian countries. 
Vietnam was the major trading partner of 
the former Soviet Union. After the Soviet 
disintegration, Vietnam has to repay 
outstanding 10 billion rouble debt to Russia 
which is a significant factor to sustain 
Russia's interest in Vietnam. Under changed 
circumstances, trade between Russia and 
Vietnam dropped substantially in 1992 and 
1993. Beyond a few agricultural products, 
the ability of Vietnam to export to Russia 
may be very much limited in the short run. 
Hence. Russia may propose lo utilise part 
of the rouble debt towards its share in joint 
ventures in Vietnam. In June 1992 a joint 
venture was set up to exploit gold deposits 
in the northern BacThai provinceofVietnam. 
Similarly, an agreement has been concluded 
in 1993 for developing oil and hydro-power 
projects in Vietnam. Russia may hope to get 
a part of these products in the long run. Apart 
from this. Russia would be able to retain its 
presence in Vietnam which is also in 
transition to market economy. Moreover, 
it is a matter of significance for Russia to 
retain its naval fleet in Cam Rahn Bay for 
another ten years (1994-2004) as per the 
agreement concluded with Vietnam (Ziegler 
I994:539-40|. 

In the context of Russia's weakened naval 
strength in the Bt-'ck Sea and North Sea. this 
Pacific T ''eel provides a source of naval strength 
to rely on, should Russia wish to be a factor 
of stability in (heregion. Alternatively, this base 
will also help Russia to develop it from a natural 
sea port ro an international commercial port 
(Dash 1994:13). 

Russia-Midmje East 

In comparison with the Far Eastern region 
of Asia, the Middle East countries have 
lower priority in Russia's external economic 
relations. However, since 1993-94 Russia is 
taking keen interest in reviving mutually 
beneficial economic contacts in the Middle 
East [ Moscow News, November 18-24. 
1994). For instance, Russia has set up a 
consortium of oil and export companies 
consisting of Zarubezneft. Lukoil Company 
Rosneflgazstroi. Mashine import, etc. for an 
oil project in Iraq. Iraq will cover the cost 
up to $ 2-2.5 billion of this project by 
exporting oil and petroleum products under 
a protocol signed by Russia's ministry of 
fuel and energy and ministry of foreign 
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economic relations and Iraq’s oil ministry 
in July 1994 [Central Eurasia , August 12, 
1994). Another Russian-lraqi joint venture 
will be set up to develop the West Kuma 
deposit to upgrade Iraqi oil refineries and 
develop North Rumela field, by laying oil 
pipeline and supplying equipment for Iraqi 
oil industry. All this shows that Russia is 
deeply committed to develop Iraqi oil 
industry which will in turn partly meet its 
o'i/n domestic oil requirements. 

Apart from this, Russia’s export of defence 
goods to. the Middle East countries has 
increased during the last couple of years. 
Russia has been supplying defence 
equipment, including sophisticated weapons 
and fighter bombers such as MiG-29, SU- 
24, to several Middle East'countries like Iran. 
Iraq, Syria, etc. and also providing training to 
the pilots [Central Eurasia, August 12,1994). 
Iran, which lost its war with Iraq, is keen to 
modernise its air forces with Russian help. 

Russia-South Asia 

In the initial euphoria for the west, south 
Asia in general, and so also India, was not 
on priority list of Russia. In the Concept 
Document, the foreign policy of Russia 
towards India has been specified as a part 
of its relations with south and west Asia. So 
far as south Asian and west Asian region 
as a whole is concerned, its geopolitical 
significance for Russia has been accepted by 
virtue of the fact that it is directly adjoining 
southern boundaries of CIS. and that in 
some Asian countries a situation demerging 
with "dangerous unpredictability”. 
Secondly, according to Russian policy¬ 
makers, the struggle between fundamentalist 
and secularist forces is going on in its most 
acute form in this region. Hence, Russia's 
interest lies in “a well planned, balanced 
foreign policy in the region, maintaining (he 
capacity for variation in actions". In other 
words, Russia wants to retain flexibility in 
its policy towards south Asia. 

Against this background, Russia proposes 
to strengthen its relations with Turkey which 
is economically developed, politically stable 
and is a member of NATO. Russia hopes 
that this may help in exerting positive influence 
on the CIS countries of Central Asia. It is 
im portant to note that there is large hotder trade 
with Turkey which is also very well connected 
fay rail route with the CIS countries. 

As regards Afghanistan, Russia prefers to 
wait for the . situation to stabilise in that 
country for better prospects of politico- 
economic relations. 

As stated in the Concept Document, 
Russia’s policy towards India is to be 
determined by the following factors: on the 
one hand, economic and political 
considerations from Russia's own self- 
interest demand close ties with India. The 
policy-makers also concede the significance 
of India as a regional power which was the 


largest trading partner of the former Soviet 
Union. The present leadership is aware that 
India occupied a pre-eminent position in 
Soviet policy towards south Asia. 

On the other hand, Russia does not want 
to pursue a “Pro-Indian” foreign policy of 
the Soviet era. As specifically stated in the 
Document “under the current conditions, 
unlike the cold wartimes, we have no criteria 
for one-sided orientation towards someone" 
(Dash 1994:5], This could mean thatRussia 
proposes to give equal importance both to 
India and to Pakistan. As it is observed in 
the Document, ‘The task consists of bringing 
up the ties with Pakistan to the level of 
relations with India". Russian policy-makers 
justify this change in foreign policy as 
pragmatism and based on Russia's own 
national self-interest in political and 
economic terms. This indicates that India may 
not continue to recei ve preference over Pakistan 
in Russia's trade and eonomic relations. 

Looking back, before the Soviet 
disintegration, India was a major trading 
partner of the Soviet Union among the 
developing countries. For India, trade with 
the Soviet Union was very crucial not only 
in terms of overall volume but also in terms 
of virtual dependence on the Soviet slate 
purchases for specific commodities. 
Moreover, rupee trade which bypassed hard 
currency transactions assumed a pivotal 
role in India’s foreign trade for over three 
decades lExim Bank Report. 1992:81. In 
fact, close and cordial political relations 
between India and the Soviet Union had 
reinforced economic ties. 

Even as radical political changes were 
taking place in the Soviet Union in 1990-MI 
which had their spill-over effect on domestic 
economy, trade between the two countries 
was gelling affected. Subsequently, alter the 
Soviet disintegration, the framework of 
Indo-Soviet relations was losing its 
relevance for both the countries. While in 
the Soviet Union, the former institutions 
and organisations dealing with foreign trade 
had been dissolved, new ones had not been put 
in place (Gidadhubii 1994:1995). 

Indo-Russian trade has been severely 
affected over the last 3-4 years. Trend of India's 
exports to Russia was as follows. 


Yew 


(Rs m Million) 

1990-91 


52,550 

1991-92 


40,430 

1992-93 


16,930 

1993-94 

> 

25.000 


Sonne- The Erinumuc Times. Jane 29. 1994 


This declining trend was partly caused by 
chaos uncertainty after the Soviet disinte¬ 
gration and partly by reciprocal policies and 
actions taken by both India and Russia which 
had discouraging effect on mutual trade. 
Moreover, while rupee trade was officially 
discontinued switching over to hard currency 
trade was not operationally easy for many 


Indian exporters. Inability on the pan 
two governments to fix exchange r 
rouble to rupees for calculating debt ■ 
merit further affected Indo-Russian 

A new development in Indo-Ri 
economic relations took place in 199! 
the visit of Boris Yeltsin to India t 
which exchange rate issue was solved 
level exchange rates were worked out t 
the visit: Rs 17 to one rouble for tw> 
part of the debt to be repaid in 12 
instalments in 12 years. And Rs 31 i 
rouble for the rest of the debt to be i 
in 45 years in equal instalments 
Economic Times. July 28, 1994). In < 
India was required to pay Rs 3,000cro 
year for the next 12 years to Russia to 
repayment of debt at the composite r 
Rs 23 per rouble. These rupee creti 
dol I ar terms which were placed at the di: 
of the Russian government were to be ul 
for importing goods from India. Thus.; 
transactions were to take place in 
currency and no more in rupee. This w 
linked to the trade that could be carrii 
outside this arrangement between th 
countries. As contended by some se> 
in India on the exchange rates issu 
Indian government gave very favoi 
exchange rates to Russia presumabl) 
a hope of providing a platform for I 
exporters to build their trade with R 

Despite this arrangement, for si 
months i n 1993 the Russian govemmei 
unable to sian utilising rupee funds 
because Russia did not need goods, ni 
India was unable to supply. What was 
lacking was a proper mechanism by ■ 
the clearing rupees (the Russian ter 
rupee credits) could be utilised (Gidai 
1994] Thciaskofworkmgoutamech, 
had been very complex on account < 
experience of the Russian govemim 
handle issues of debt receipts (India 
the first case) ami the existence of mi 
lobbies dealing with this problem su 
the Central Bank of Russia, rninisi 
finance, ministry of foreign economic i 
and industrial trading lobby [The Ecoi 
Times, November 24.1993|. All this c 
delay in utilisation of rupee funds. 

In the face of mounting pressure on 
for use of funds during the visit of the I 
prime minister P V Naratimha R 
Moscow in June-Juiy 1994, the Ri 
government came up with a propo' 
auction pan of rupee funds and par 
invest in both the countries. Whil 
go vemmemof India agreed wHh the pro 
there were apprehensions that i 
auctioning at a discount will lead to s 
in trade and might not promote ge 
interest of India, particularly exp* 
engineering goods to the Russian ■■ 
[Gidadhubii 1994: 1995). 

Part of rupee funds are to be utiliv 
Russia for modernisation of Russian 
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of Novo Itaicisk and Tuapse on the Black 
Sea which is expected to help India's exports 
to Russia. Rupee funds are also to be utilised 
by Russia for investment in India about 
which there are reservations that, if not 
regulated, it could be used for participating 
in equity capital in India's private sector. 
There are expectations that Russia could use 
pari of rupee funds in projects relating to 
jxiwer, mining, metallurgical sections in I ndia 
with due approval of the Indian government 
on a case by case basis. Despite these various 
possibilities in reality ru|ice funds were 
getting accumulated. 

The inability ol the Russian government 
lo utilise rupee credits was reconfirmed hv 
Yuri Yanov to Pranab Mukhcrjec during (he 
meeting in Moscow ol the inlci -govemnx'nLil 
Joint Commission on Trade and heonoimc 
Co-operation ( The Economic Times . September 
16.1994]. Hence, in order to expedite the use 
of rupee funds, the Russian government has 
set up a special commission headed hy the 
economics minister Alexander Shokm 
On the question of rupee lunds a Russian 
specialist has observed that rupee credits 
were not actually auctioned. However, the 
Russian government issued three tenders 
worth about S 450 million in September 
1994 for the purchase ot Indian 
pharmaceutical goods, tea. tobacco, 
soyabeans and some consumer items isce 
the appendix), This could he a new beginning 
and the special commission set up by the 
Russian government is expected to speed up 
the process of utilisation of rupee lunds 
f urther, the visit ol the Russian prime minister. 
Viktor Chcmomynhn to India m December 
1994 IS expected to boost IndivRussian trade 
During 1995. Indo-Russtan trade is 
targeted lo increase two-fold over 1994 level 
While this is an official viewpoint, mush 
depends upon the solution of many 
constraints in promoting trade As already 
noted from the Russian side, toicign trade 
in general and trade with India has been 
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constrained by several factors such as 
domestic economic chaos and crisis, 
dissolution of foreign trade organisations, 
inability ot many enterprises to gear up to 
handle toreign trade in terms of lack of 
knowledge and also lack of funds, and above 
all the role of the mafia [Die Economic 
Times, June 27, 1994). Prom Indian side. 
Indo-Russian trade declined due to inability 
ol a number ol exporters to get their money 
f rom Russian i mporters. intense competition 
tiom China in the Russian market, logistical 
disadvantages in terms of long period for 
delivery ol goods <3-4 months from India 
against 2-3 weeks from Europe and the US), 
problems ot shipping and transportation - 
all these compounded into inability to 
deliver goods to destinations in Russia, 
K'.idadhuhli and Dash 1995). 

It is important to note that certain 
measures are already taken by Russia and 
few other CIS countries for promoting 
overall economic relations with India. For 
instance, there is an extension of one year 
multi-entry visa for entrepreneurs with 
etfect from January I, 1995 [Financial 
tr/ireu. January 4,1995J. Efforts are going 
on to avoid double taxation in exports from 
India Indian trade centres are being opened 
in several capital cities ot the CIS besides 
that in Moscow All these indicate a strong 
possibility that with Russia and other CIS 
countries. India's tunic and economic relations 
arc expected lo improve in the next 3-5 years. 

It will be in India’s own interest if trade 
with Russia expands with fuller utilisation 
ot rupee credits which arc getting 
accumulated over the last 2-3 years. This 
will particularly increase exports from India 
lor which capacities were created to meet 
the former Soviet market. According to 
several Indian exjKirting firms. India can 
still be competitive in the Russian market 
for a wide range of goods if constraints and 
bottlenecks such as that ot ''ansport and 
shipping are overcome. Hence what is 
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necessary is the political will on the part ot 
Indian and Russian governments to solve 
problems facing mutual trade relations and 
aggressive marketing strategy on the part of 
Indian business community to trade withRussia 

Conclusions 

From the above detailed account, the 
following conclusions may be drawn with 
regard to Russia's economic relations with 
Asia: (1) In the initial euphoria for the west 
in 1991-92 when Yeltsin hoped to get from 
the west instant recognition for Russia as a 
democratic country and liberal economic 
assistance for marketisation, Asia was not 
on the priority list of Russia: (2) Subsequently 
there has been a change in Russia’s policy 
towards Asia which is made specific in the 
official document in March, 1993;(3)Within 
the Asian continent, the Asia-Pacific region 
and the ASEAN group of countries seem to 
be relatively more important from Russia's 
economic interest and perspective in the 
short- and medium-term. Russia is not only 
hoping to gain substantially from increased 
mutual trade with specific countries from 
these regions but is also interested in entering 
their markets for selling hi-tech defence 
items; (4) South Asian and West Asian 
countries are considered geopolitically 
significant by Russia’spolicy-makers. While 
in terms of Russia's economic relations they 
have yet to gai, due importance; (5) In the 
aftermath of the Soviet disintegration, there 
is more of change than continuitv in Indo- 
Russian economic relations. This is due to 
the fact that ihe framework of lndo>Soviet 
economic relations such as rupee trade, 
bilateralism, slate monopoly of trade in the 
former USSR, etc, has undergone a sea 
cnange "'hile old institutions arc dismantled, 
new ones arc not fully in place. Moreover, 
new issues have isen such as (he inability 
of Russ.a to use rupee credits, inability of 
Indian exporters to solve problems of 
shipping and transportation, etc. Hence, 
although in the short run Indo-Russian trade 
has suffpred, it will be in India'sown longterm 
interest to increase economic ties with Russia. 
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BALANCE SHEET AS AT 31ST MARCH . 1995 


PROFIT AND LOSS ACCOUNT FOR THE 
ENDED 31ST MARCH. 1995 


(Rs. in 000s) 


(Rs. 


Schedule 

No 

As on 
31.03.95 
(Current 
Year) 

As on 
31.03.94 
(Previous 
Year) 

CAPITAL AND 




LIABILITIES 




Capital 

1 

86.291 

86,291 

Reserve and Surplus 

2 

224,041 

101,060 

Deposits 

3 

3.262,471 

2,620,632 

Borrowings 

4 

0 

478,219 

Other Liabilities and 




Provisions 

5 

128,973 

67.422 

TOTAL 


3.701,776 

3,353.623 





Cash and balances with 




Reserve Bank of India 

6 

403.4 H 

39.502 

Balances with banks and 




money at call and 




short notice 

7 

3,911 

4,439 

Investments 

8 

1,153,146 

1.310.267 

Advances 

9 

2.016,780 

1,874.679 

Hxed Assets 

10 

15,292 

16,859 

Other Assets 

11 

109,236 

107.877 

TOTAL 


3.701,776 

3453.623 

Contingent Liabilities 

12 

2.637,747 

3,640.661 

Bills for Collection 


93,853 

3)9,179 

Notes to Accounts 

17 




Schedule 


No 


Year 

^—t-J 

31.03.95 


c 

31 


l. INCOME 

Interest earned 13 

. Other Income 14 

TOTAL 

II. EXPENDITURE 

Interest expended 15 

Operating Expenses 16 

Provisions and 
contingencies 

TOTAL 

m. PROFIT/(LGSS) 

Net Profit for the year 
Profit brought forward 

TOTAL 

IV. APPROPRIATIONS 
Transfer to statutory 
reserve 

Transfer to Government/ 
Proposed dividend 
Remittance to Head Office 
Excess tax provisions 
written back 
Excess depreciation 
written back 
Balance earned bver 
to Balance Sheet 


TOTAL 


Notes to Accounts 


377,866 

62,936 

440.802 


194,272 

38,733 

84,81 6 

317.82? 


122,981 

73,925 

196,906 


24,596 

NIL 

NIL 

0 

0 

172,310 

196.906 


17 


Notes and schedules to the accounts form an integral part of 
the Balance Sheet 

As per our Report of even date ^ 

For and on behalf of 
HARIBHAKT1 A CO 
Chartered Accountants 

Sdf- 


Notes and schedules to the accounts form an 
the Profit and Loss Account 


Desar 
M-No 17000 


For MASHRBQBAT 


SUNHL KUC 
Chief Executive Officer- 


Dated: May 20. 1995 
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_ _ BOMBAY BRANCH _ 

SCHEDULES ATTACHED TO AND FORMING PART OF THE 'BALANCE SHEET 



As on 
31.03.95 
(Current 
Yen) 


(Rs in 000s) 


As on 
31.03.94 
(Previous 
Year) 


JitiMs I —CafkM 
Capital 

(Includes a* amount of 
Rs. 16.791.216 

(P.Y. Rs. 16.791^16) as Statutory 
Capital oa account of Counter 
Bnaara received from Head Office) 
(lndtodes aa aaaount of 
Rs. 2000)000 (P.Y. Rs. 2tf)0,000) 
brought in by way of initial 
statt up Capital) 

(Refer note below) 

TOTAL 

Note: Amount of deposit kept 
with the Reserve Bank of 
India miller section 11(2) 
of Banking Regulation Act, 
1949 is Rs 35,130.000 
(P.Y. Rs. 15.150.000) 


1. Statutory Reserve 
Opening Balance 
Addition during the year 


D edu ct ion during the year 


II. Capital Reserves 
ID. Share Premium 

IV. Revenue and other Reserves 

V. Balance in Profit and 
Lots Account 

TOTAL 


Deposits 
i) from hanks 

h) Prom others 

n. Savings Bank Deposits 
IB. Them Deposits 

i) Prom banki 
ii) Awn others 

TOTAL 

B i) Deposits J branches 
talndia 

M) Deposits of branches 



As on 
31.03.95 
(Current 
Year) 


172.310 73.925 

224.041 101.060 


1.934 4.690 

337.381 273,290 

51.171 44.269 

211.413 159.751 

2,660.572 2.138.632 

3,262.471 2,620.632 


TOTAL 


Schedule 4 Bor ro w in g s 

i. Borrowings in India 

i) Reserve Bank of India 

ii) Other banks 

iii) Other institutions 
and agencies 

11. Borrowings outside India 
TOTAL 

Secured borrowings included in 
I end II above—Rs. Nil 

(P.Y. Rs. Nil) 

Schedule 5—Other 
Liabilities and Pro visions 

I. Bills payable 

II. Inter-office adjustments (net) 
til. Interest accrued 

IV. Others (including provisions) 

TOTAL 

Schedule 6—Cash and Balances 
with Reserve Bank of India 

I. Cash in hand (including 
foreign currency notes) 

II. Balances with 
Reserve Bank of India 

i) In current account 

ii) In other accounts 

TOTAL 

Schedule 7—Balances 
with Banks and Money 
at Cad and Short Notice 

I. In India 

i) Balances with banks 

a) In current accounts 

b) In other deposit 
accounts 

n) Money at call and 
short notice 
. a) With banks 

b) With ocher institutions 

TOTAL 

II. Outside India 

j) In current accounts 

ii) In other deposit account 

iii) Money at call and short 
notice 

TOTAL 

GRAND TOTAL 



(Rs. in 000s) 


As on 
31.03.94 
(Previous 
Year) 


163219 

50.000 

265.000 

Nil 


478.219 



128.973 


..98.625 

Nil 


403.411 
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SCHEDULES ATTACHED TO AND FORMING PART OF THE BALANCE SHEET 



wtnwn in India in 
Government securities 
Other approved aecuritiet 


rwiniii w and bonds 
Subsidiaries andfor joint 


Less: Provision for 
Diminution in Inve s tments 

TOTAL 

Inv es t m e n ts outside India in 
i) Gover nm ent securities 
(ind. local authorities) 

K) Subsidiaries andfor joint 


tH) Other investments (to be 
specified) 

TOTAL 

GRAND TOTAL * 


A. i) Bills purchased and 


h) Cash credits, overdrafts 
and loans repayable on 


hi) Term loans 
TOTAL 

i) Secured by tangible assets 
H) Covered by Bank/ 
Government guarantees 
U) Unsecured 

TOTAL 

L Advances in India 
i) Monty sectors 
H) Pubbc sectors 
hi) Banks 
hr) Others 

TOTAL 

L Advances outside India 
i) Due Boar hanks 
«) Due from others 
a) Bitts nurrhmed and 


b) Syndkamd 

c) (Man 

TOTAL 

GRAND TOTAL 


(Rs. in 00(h) 

As on 
31.03.95 
(Current 
Year) 

As on 
31.03.94 
(Previous 
Year) 

1.119494 

1)450 

1388 

30341 

>493468 

1)430 

1.788 

3361 

Ml 

Ml 

(10.127) 

Ml 

1.133.146 

1310467 

Nil 

Nil 

Ml 

Nil 

Ml 

Nil 

Ml 

Nil 

1.133.146 

1310467 


(Rs. in 000s) 


324378 714.112 

1331.402 991.305 

154,000 169,262 


2.016,780 1.874,679 


1364444 1306.169 

430.401 326.286 
222,133 42J24 


2.016.780 1.874479 


319420) 57Z3I3 

Nil Nil 

Ml Ml 

1,497379 1302,166 


2jOI 6,780 



Ml! Ml 


2,016.710 | I474A79 



Schedule 16—Fixed Assets 

I. Premises 
Opening balance 
Additions during the year 
Deductions during the year 
Depreciatian to ate 

TOTAL (I) 

II. Other Fixed Assets 


As on 
31.03.95 
(Current 
Year) 

As on 
. 31.03.94 
(Previous 
Year) 

Ml 

Ml 

Ml 

NU 

Nil 

NU 

NU 

Ml 

Nil 

Nil 


(including furniture and 
fixtures) 

Opening balance 

23,418 

12.639 

Additions during die year 

2.066 

10438 

Deductions during the year 
Depreciation to mile 

(776) 

(59) 

(9416) 

(6339) 

TOTAL (II) 

15492 

16.859 

NET BLOCK (I + D) 

15492 

16459 


Schedule 11—Other Assets 

I. Inter-Office adjustments (net) 

II. Interest aocroed 

III. Tax paid in advance/tax 
deducted at source (net) 

IV. Stationery and stamps 

V. Non-banking assets acquired 
in satisfaction of claims 

VI. Others 

TOTAL 



43,725 

19 

Ml 

23348 


109436 


UabiStics 

I. Claims against the bank nor 
acknowledged as debts 
n. Liability lor partly paid 
investments 

III. Liability on account of 
outstanding forward 
exchange contracts 

IV, Guarantees given on behalf 
of coostiuents 

a) In India 

b) Outside India 


28373 


107477 


VI. Other items for which dm 
tun h it comtammiy habte 
a) Liabilities m MBs <of 


b) D isp u ted 


TOTAL 


1.039.483 2,431.730 


99379 102.439 

387486 • 123460 

1489.128 65X.2KX 


0 315.000 ; 

21439 9.7^: | 

2437.747 346©«>l < 
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MASHREQBANK pac 
(formerly Bank of Oman Ltd) 

(Incorporated in UAE with Limited Liability) 

--- BOMBAY BRANCH _ _ _ 

SCHEDULES ATTACHED TO AND FORMING PART OF THE PROFIT AND LOSS ACCOUNT 


Schedule 13—Interest Earned 

1. 

Interest/discount on 
advance/bills 

II. 

Income on investments 

III. 

Interest on balances with 
Reserve Bank of India and 
other inter-bank funds 

IV. 

Others 

TOTAL 

Schedule 14—Other Income 

I. 

# 

Commission, exchange and 
brokerage 

11. 

Profit on sale of investments 
Lest: Lots on sale of 
investments 

Ill 

Profit on revaluation of 
investments 

Leu: Lou on revaluation of 
investments 

IV. 

Profit on sale of land, 
building and other assets 
Leu: Lou on sale of land, 
building and other assets 

V. 

Net profit on exchange 
transactions 

VI. 

Income earned by way of 
dividend, etc. from subsxkanes/ 
oompaniea andfor joint 
venture* ahroad/in India 

y 

Miscellaneous income 

TOTAL 

Schedule IS Item! Expended 


Internet on deposits 

! 11 
'i 

Interest on Reserve Bank 
of Indhtfuer-bank 
borrowings 

i m. 

Ollien 


(Hi in 000s) 



Year Ended 
31.03.95 


234,112 227,983 

131,213 90.908 


(1.488) 


29,191 


(10.127) 


(10.527) 



(R*. in 000k) 


Year Ended 
31.03.95 


377.866 336,840 


165.611 128.226 


194.272 159,302 


Schedule 16—Operating 
Expenses 


Payments to and provisions 
for employees 


9,064 

8,885 11. Rem. taxes and lighting 



Nil 
5.039 

ITwT I x. 


III. Printing and stationery 

IV. Advertisement and 

publicity 

V. Depreciation on bank's 
property 

VI. Local Advisory Board 
fees, allowances and 
expenses 

VH. Auditor’s fees 

VQI. Law Charges 

IX. Postages, Telegrams, 
Telephones, etc 


X. Repairs and maintenance 

XI. Insurance 

XU. Other expenditure 

TOTAL 
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Schedule 17—Notes forming port of (be accounts for the year ended 31st March, 1995. 


1 Oeacrtl 

The accompanying financial statements have been prepared on historical cost basis and .conform to the statutory provisions and 
practice prevailing in the country. 

2 (a) Revenue Recognition 

Items of income and expenditure are accounted for on accrual basis except tuff bonus, and commission on Letter of CredkfOuaraatoe 
received which ate accounted for on cash basis. 

(b) Net Profit 

The net profit disclosed in the Profit and Loss Account is after Provisions for: 

i) Interest Tax and Income Tax in accordance with the Statutory requirements. 

ii) Provisions for doubtful advances. 

iii) Other usual and necessary provisions. 

(cl Head Office Administrative Expenses 

The branch has not debited Head Office Administrative expenditure to its Profit and Loss Account but haa ciauned (he tame far tax 

pun»e» 

3. Transactions involving Foreign Exchange 

i) Assets and liabilities are translated at the exchange rales prevailing at the close of the year except for PCNR deposits. FCNR 
(A) deposits are translated at the rates specified by the Reserve Bank of India and PCNR (B) deposits am translated if the 
exchange rate prevalent oa the date of transactions. 

ii) Income and Expenditure items are translated at the exchange rates ruling on the dates of the transactions 

iii) In terms of FEDAI circular. Profit or Lots on pending forward contract* have been accounted for. 

4. Investments 

i) Classification of investments between permanent and current is as decijled by the management. 

ii) Permanent investments are valued at coat Current investments are valued at lower of aggregate coat or aggregate market 
price, except for Treasury Bills. 

iii) Treasury bills traded in and which have ben sold during the year are marked to market value at the end of every month 
and the reauluat gain/loss are accounted for as profit/loas oa revaluation. The difference between the sale proceed* and the 
revalued amount is accounted for as profH/lou on sale of is vestment 

iv) Treasury bilk other than trading portfolio, purchased at discoun t are valued at face value and unearned discount is amortised 
ova the period from due of acquisition to the date of maturity 


•) Provi s ion for doubtful advances have been made to the satisfaction of auditors taking into consideration g u idelines issued 
by the Reserve Bank of India in this respect during the year. 

ii) The bank has not credited interest on advances classified as sou- p erf o r mi ng to its Income as per gu idel ines le a ned by the 
Reserve Bank of India ia (his respect 

iii) Provision is respect of doubtful advances have been made on gross basis without considering tax relief. Suck provisions have 
been reduced from advances. 

Hxed Assets 

i) Fixed A iff i are Med at origin! coat of arqidiififfff frfhifftftg f iKtt . freight and the ndhata) cxpeaaaa totaled to 
acqutaitiaa tad UMtallatioa of ho coaccned aaacL 

h) The Bank follows Straight Line method of depreciation at the rates pre s cribed by the Head Office. D ep rec ia tion on addition/ 
dedu ct ion during the yew has been provided on pro rasa bask. The rates prescribed by the Head Office for each type ot 
asset is higher dwa the rates pacified by Schedule XIV to Ac Companies Act, 1936 except in the cam of Comparer Materfisme 
where i—inn nas been provided • 14.29% as sgamw 16 21% prescribed under Schedak XIV. 

Deferred Expenses 

Brokerage paid far mobilisation of deposits for the brand) is defarad over the period of the depo si t 

Steff Benefits 

i) Ftevisias far payment of gratuity to naff has not been made roailikrtng the existing p rov isi on and total l ia b il i ty hi respect 
of gratuity as estimated by the manigrraiiw Gratuity paid daring the yew has been charged to ke Profit 4 Loss Account 

Fsnadag Part af the Aenamta 

I (a) Market value of quoted investments Rs. f I0.954JI7 cost Rs. *59,203.760 (previous yew Rx 507441.230, rmt 
JU. SI 1.743.760). 

Current Yew Previous Yaw 

1(h) Permanent Investment* 672443410 357.743410 

Current Investments 410.702441 955405450 


MashreqBank 




MASHREQBANK px 
(formerly Bank of Oman Lid) 

(Incorporated in [JAE with Limited Liability ) 

BOMBAY BRANCH 


2> lnCOmeT * xliabm,ylnre *P ecl ofutetsmotyev 1991 -92and 1992-93amounting 

Om of .'i-. l", 16 ” 1 . 1 T * x ‘ ab,l,ly ° r Rs 12 ' m (of aueumem year 1992-93 for which fee bank hat preferred appeals. 

to he about Rm rwi ^ A Y I 991 ' W ha * been P^ly in bank’s favour, the tax relief of which is expected 

to p c snout ics. 5,200,000. No provision has been made in the accounts for balance amount of Rs 16.459,789 appx. 

3) Previous year s figures have been regrouped/reorranged. wherever necessary. 


For aad on behalf of 
HAR1BHAKT1 & CO 
Chartered Accountants 
Self- 

Chetan Deaai 


M.No. 17000 


For MASHREQBANK pac 

Sdf- 

SIJNE1L KUCCHAL 

CEO—India 


Auditors’ Report on the Bombay Branch of MashreqBank psc under Section 30 of the RmHin 
Refutation Act, 1949 


We have audited the attached Balance Sheet of the Bombay Branch of MASHREQBANK psc (forme, y Bank of Oman Limited) 
as a! 31st March, 1995 and the relative Profit and Loss Account of the Bombay branch of the Bank for the year ended on that 
date, signed by us under reference to this report 

In accordance with the provisions of Section 2V of the Banking Regulation Act 1949. read with the provisions of sub-sectioas 
(1). (2) and (5) of Section 211 and sub-section 227 of the Companies Act. 1956 the Balance Sheet and the Profit and Loss Account 
together with the notes attached thereto are not required to be drawn up in accordance with Schedule VI to the Companies Act. 
1956. The accounts are therefore drawn up in conformity with Forms A' & B' of the Third Schedule to the Banking Regulation 
Act. 1949 


1. We have obtained all information and explanations which to ihe best of our knowledge and belief were.necessary for the purpose 
of our audit 

2. The transactions which have come to our notice have been, in our opinion, generally within ne powers of the Bombay Branch 
of the Bank 

3. lo our opinion, proper hooks of ihe account as required by ihe law have been kepi by the Bombay Branch of ihe Bank so far as 
appears from our examination ol these books maintained and produced lo us in Bombay 

4. The above mentioned Balance Sheet and Profit and Ijjs.c Account of (he Bombay Branch of the Bank dealt with by this report 
are in agreement with the books of account 

5 la our opinion and to the best of oui information and according lo the explanations given to us, the Balance Sheet and Profit 

* . /...L... ikx PAwnaaiw ini I OCA at aNkMubut 


I n«i Account, together with the noics thereon, give rhe information required by the Companies Act, 1956, as intended 
in the manner so required for Banking Companies and on such basis and subject to Note (2) of Notes forming part of Accounts 
regarding non provision of Income Tax and Interest Tax demand for Rs 16.459.789/- the said Balance Sheet gives a true 
uSfair view of the state of affaus ol the Bombas Branch of the Bank as at 31 si Msrch. 1995 and in esse of Profit aad Low 
Acchuat. Of the Profit of the Bombas Rran.h ol ihe Bank ten the soar ended on ihxt date 


Dutad: May 20. 1995 


For aad oo behalf of 
HARIBHAKTI A CO 
Chartered Accountants 

Sd/- 

Cheun Desai 
Partner 
M.No. 17000 
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PERSPECTIVES 


On the Concept of ‘Empowerment’ 

Manoranjan Mobanty 

The concept of empowerment implies formal rather than substantive 
power and it involves an external upper level agency to grant power 
rather than people below seizing it in the course of struggle. Above all 
this concept is part of the political philosophy of the new economic 
globalisation of western capitalism. 


FOR about two decades since the mid- 
1960s there was a plea to put ‘politics in 
command’ and accordingly growth models 
and development strategics were assessed. 
Even though there was no consensus as to 
the political criteria (or evaluating 
development policies, still certain values 
such as freedom and equality were put at 
the core of this exercise. While the 
preoccupation with growth was questioned 
'political essence of progress' was 
emphasised. 1 With the upsurge of the 
women's movement and other social 
movements the pursuii of freedom and 
justice was put in more concrete terms and 
development process was scrutinised on 
the basis of such political parameters.-' It 
is in this process (hat the term 
‘empowerment, ie, giving power to a ccnain 
unprivileged section of society came to he 
. used. 

(n the 1990s how.-ver. the milieu is one 
of ‘economics in command'. Growth of 
production, modernisation of technology and 
management are supposed to be the central 
goals of development in the contemporary 
wage of ‘structural adjustment programme'. 
Liberalisation and privatisation of the 
economy and its integration with the global 
economy are advocated essentially on the 
ground of developing production. Actually, 
is China the Deng Xiaoping regime while 
launching the reforms in 1978 -it had 
launched them on iu own and not on the 
initiative of the World Bank - explicitly 
rejected the talk of 'politics in command’ 
They had announced that the focus during 
the new period was on economic 
construction'.' The Indian government has 
tried to project the new economic policies 
as representing a consensus, hence being 
’above politics’ citing the policies of the 
am-Congress governments in the states. 
What is interesting » that along with the 
stress on production a commitment to what 
is ceded 'empowerment’ of the people is 
usually reiterated The ok) formulation of 
'growth with social justice' is now gone, it 
it ‘d e v el opm en t with emp o w e rment’ now 
Owetib ly, e mpo werment as sw objective 
of economic development should be a 
welcome addition to the democratic 


discourse. After all. oppressed groups ranging 
from unorganised workers and poor peasants 
to tribal people, dalils and women have been 
engaged in a struggle for power and should 
normally judge the development process in 
those terms. Whether development projects 
had led to their pauperisation and subjugation 
was the issue raised by the various movements 
ot displaced people and ecological 
. movements among others. 4 So when 
documents of the UN summits as also the 
declarations of the national governments 
eloquently stress their commitment to 
empowerment of people, the normal reaction 
is one of positive glee among the democratic 
forces However, the context of the 
popularisation ot this term.'empowerment', 
the framework globalisation which underlies 
it make it a questionable concept. 

Dison km <* Wisua Summits 

As an illustration, let us take up the 
documents related to the World Summit for 
Social Development held in Copenhagen on 
March 6-12, 1995 where empowerment - 
figures prominently as an objective. The 
Declaration signed by the heads of the stales 
and governments says (he following: 

We affirm Uui in both economic and social 
terms, the most productive policies and 
investments arc those which empower people 
to maximise their capacities, resources and 
opportunities ’ 

The Declaration and the Programme of 
Action have many such statements which 
clearly link up empowerment with economic 
globalisation This statement also implies 
(hat empowerment as such-even in the 
sense it is used here - is not the goal, but 
something to be understood in the context 
of production and investment At another 
place there is a little more focus on 
empowerment: * 

Recognise that empowering people 
particularly women, to strengthen their 
capacities tsamain objective of deve l opm en t 
and iu principal resource. Emp ow er ment 
requires the fui) participation of people in 
the formulation implementation and 
evaluation of decisions determining the 
functioning and the well-being of am 
societies* 


There is a certain definition of 
'empowerment' suggested in this statement 
as 'strengthening their capacities' which can 
be achieved through "full participation of 
people in...". Strengthening of capacities is 
of course, crucial to the liberation of the 
oppressed. Bui is it possible to achieve that 
without removing the structural constraints 
on their capacities? Such a definition does 
not imply liberation from the bondages 
which have historically constrained fuller 
realisation of human potential in the case 
of the deprived sections. Such constraints 
operated at various levels including socio¬ 
economic structure, ideology and political 
process which the omnibus concept oi 
‘empowerment ’ does not capture Then there 
arc processes of exploitation which 
encompass the entire society, some which 
afflict several sectors or groups, yet othcis 
which target specific classes, castes, ethnic 
groups and others ’ Without a relevaiw 
disaggregation, the autonomous significanc e 
of specific- struggles is not acknowledged 
nor is an appropriate interconnection 
established.' Hcnvc ‘strengthening then 
capacities' boils down toanovergencrahscil. 
albeit noble, statement of intent with little 
political value to the oppressed. 

As for the meaning of full participation 
of people' it has to be read together with 
the first commitment ol the Declaration whi.. h 
talks about creating an enabling environ mem 
economic, political, social, cultural and legal 
environment The heads ot states and 
government announced their lirs< 
commitment thus: “Provide a stable lega: 
framework, in accordance with <>u: 
constitutions, laws and procedures, am! 
consistent with international law .in i 
obligations which includes and promote 
equality and equity between women an.! 
men. full respects for all human rights ai d 
fundamental freedom and the rule of lav- 
access to justice, elimination of all form- ■ 
discrimination, transparent and accountable 
governance and administration and the 
encouragement of partnership with free ami 
representative organisations of civil socirt s 
There t» further commit mem to people - 
participation through' ‘decentralisation, open 
management of public imiitutions. and 
strengthening of the abilities md 
opportunities of civil society and l». 
communities to develop their <>»i 
organisations, resources and activities 

The emphasis is on participation thrm.w> 
the existing institutions or by buiM^* 
’representative organisations of »'•»' 
society ’. In other wotda, those who ad»< * ■>!<• 
replacement of the prevrahttg instituti< m 
are other outside the civil society tv ■ur 
denied the right to p atriot pal e riner 
might upset the stable legal framewou 




Straw oa taw and order it an integral part 

oftteconttmporary strategy of liberalisation 
and globalisatioR. The Deng Xiaoping 
regime hu often proclaimed that “Without 
stability there would be no growth". They 
had for that reason brutally suppressed the 
yoothdemonstration at Beijing’sTiananmen 
Square in lune 1989." In most of the third 
world countries a combination of coercion 

and manipulation has accompanied structural 

I adjustment policies." 

! -Empowerment', ‘civil society' and 
democratisation' form the new package of 
liberalisation discourse which on their late 
value respond to the long-standing demands 
of struggling groups In practice, however, 
each of them has been given a restricted 
meaning and has been oriented to serve the 
present global drive ot western capitalism 
Civil society, for example, has come to mean 
those organised groups who pursue their 
demands in the pluralist democratic process 
So the objective of the dominant western 
orces is to promote interest group politiis 
o take part in the bargaining process while 
he' state maintains law and order The stale 
n the third world has become meltisient. 
rorrupt and bureaucratic, therefore civil 
•ociety should take over the task ol 
kvelopmcnt - that is boss the argument 
uns." 

In the framework ot Hobbes the .ml 
ateieiy.differentiated troin the a s lesiast.s a! 
.ociety. was set up on the consent n: the 
ndividuals. Hegel and Mars characterised 
he civil society in terms of the propcm 
aructurc. The pluralist notion at present 
akes the degree of market development as 
he key feature defining the stage ot 
Jevelopmera ol civil socici) ' 4 Which mejiis 
hat those who are weak oi unorganised and 
hose who reject the pies ailing ssstem are 
:xduded from the cml vicictv Thus the 
igcndaof globalisation promotes democracy 
Whose who can participate in the bargaining 
irocess. This notion ol 'dcmociatisation' is 
>nc of limited democracy operating ai the 
evcl of the uppci and middle classes while 
he large masses are theoretically 
empowered to participate' cxcicismg their 
ighl to vote in ‘free. Ian and peaceful 
•lection After all. the modem capitalist 
tconomy can safely flourish under 
:onditioru> ot the qualitative markets 
tncompas&ing say. only a quancr ol j 
country's population. The two hundred 
million strong middle class in India 
estimates vary from 50 to three hundred 
million - can he apparently relied upon to 
make adequate demands lor the consumer 
foods to keep the market dynamic On the 
xher hand the bulk ol the poor masses 
need to be managed through a process »i 
legitimation and failing that, by coercion 
The new political discourse is pait ot that 
proceaa. Now that the socialist systems 
have collapsed and the voices ot the third 


world have been subdued, the UN 
summits - anging from Environment and 
Human Rights to Population. Social 
Development and Women - essentially 
carry forward the political discourse 
rationalising the global expansion of 
western capitalism 

This is not intended to demgude the 
intentions underlying the global summits 
which provide an occasion lor humanity 
at least conscious sections to take stock ot 
a global problem Some concrete measures 
ol positive value also emerge out ot them. 
Hut all moral ai lions operate in the context 
ol political economy at the respective level 
Therefore, it is necessary to cc-pture the 
deeper political meanings ol tliesc actions 
despite iheir claims ol democratic 
univeisality 

A Disaiii ini, Cum i ri 

Many scholars and activists ot some social 
movements have uncritically accepted the 
use ol the term ‘empowerment’ partly 
because ol the global discourse which 
actually ,s the western discourse The non¬ 
governmental organisations (NCOsi have 
been the tirsl to accept this discourse T^ey 
seem to think that by using this lerm they 
answer the usual criticism the NGOs 
accepted the prevailing power structure 
within wlin.li ilwv puisued developmental 
limctions Thcv would rather Me known as 
p.m ,|| glass mots movements' interested 
in soti.i' transformation ‘‘ 

|-oi si mi la: reasons the gincmm-’mal 
agent ics have also picked up this term to 
establish that programmes such as the 
National literacy Mission or the many 
women's development schemes or the 
PaiKhayatt kaj aimed at empowering' the 
people especially women, poor peasants, 
etc In l act several models ol ‘empowerment’ 
arc being popularised See lot instance, the 
gut eminent ol India's coin, trv paper tor the 
Copenhagen Summit which has .i section on 
hmpoweiing the People-Models ot 
MohiKation It talks about the poor being 
empowered to be at'lc to help themselves 
and breaking social economic, cultural and 
psychologic ai barncts toconseit them from 
being "passive recipients of government 
programmes" to "active participants and 
managers ol their own alfairs" ! ‘ Here is a 
description ol empowerment whichmvolves 

"organising them into informal groups, 
formal associations, trade union, co 
operatives, etc. tor cxenmg collective 
pressure, articulating demand and effectively 
pjrtic ipating in the decision-making process 
with the ultimate objective ol building 
foundations ol individual and collective self- 
reliance" r AH this is no doubt necessary 
amt desirable But it is also the method of 
how the politics of the oppressed and the 
pom is restrained and channelised by 


dominant forces in society. Their right to 
struggle is circumscribed to these form* ot 
political bargaining. And the state is assumed 
to he an impartial arbitral or t ry i ng to 'enable' 
the poor to pursue these forms of politics. 
One has to only point out the growing role 
of the slate in pursuing authoritarian 
measures to maintain law and order and 
restrict trade union rights to provide a stable 
environment for liberalisation. Thus instead 
of allowing the oppressed to expand their 
realm ol political struggle this notion ol 
empowerment actually limits it. 

In this process the alliance of the 
government and the NGOs is playing a 
strategic role. The India Country Paper says: 
"The non-government/voluntary organi¬ 
sations can provide great help m this process, 
particularly providing the support structure 
needed tor such groups, and associations 
and liaising between them and the 
government so that both the groups and the 
government are sensitised to an organised 
approach to development" " It is true that 
because the governmental machinery has 
proved to be inefficient and often corrupt, 
there is * preference to rely on the NGO 
sector. The UN agencies, multinational 
corporations foreign loundations and other 
funding agencies now insist on involving 
the NGOs for this reason But when 
’empowerment’ is mediated by this alliance 
of government and NGOs it has serious 
political implications. It may have the 
normal tendency to co-opt people's 
movements and their cadres, curb their 
strugghrg power and capacity for carrying 
on autonomous campaigns. This is why 
there is considerable disenchantment 
currenily with NGO activity and even more 
questioning of the government handing 
over resources to NGOs for delivery 
among thcpeonle Iflhcre arc inadequacies 
of ar-ountahnity of the governmental 
agcntits. there are even more constraints 
to make the NGOs answerable to people. 

Wc must note that there are highly 
motivated civil servants who would like to 
use their present office to do whatever 
possible for the oppressed. Similarly, 
there arc some NGOs trying to fight foe 
people's rights. But their activities do 
not change the overall character of the 
political-economic process. Therefore, the 
contemporary trend of promoting ‘people's 
empowerment 1 through the NGO sector 
has tn fact a disabling consequence as far 
as the oppressed people are concerned. It 
not only seeks to disorient theit\ from 
demanding that the state agencies deliver 
the good, it shifts the focus from straggle 
politics to NGO activity. 

Many human rights activists have 
apparently adopted the term, ‘empowerment’ 
unaware of its implications. The liberal 
discourse on rights had facilitated this 
because rights of the individual or a group 
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can be realised, according to this viewpoint, 
if the concerned individual or the group 
has the power to take part in decision¬ 
making. Therefore, institutional functioning 
is stressed as an essential part of 
democratic politics. Hence empo w erment 
becomes a cherished goal. Of course 
institutional functioning is a crucial 
component in democracy. The question is 
. bow to make institutional procedure 
positively contribute to substantive exercise 
■ of power. 

The concept of 'empowerment' puts 
excessive emphasis on formal institutional 
arrangement. Women are empowered by. 
the provision of 33 per cent reservation in 
the panchayats.'*The SC. ST and the OBC 
are ’empowered' by reservation in 
legislatures and services. There are only 
minor 'though necessary' measures for 
transforming the power structure in society. 
Much more needs to be done in 
redistributing productive assets, in 
employment, education and other spheres. 
By providing reservation, the rulers claim 
that they have ‘empowered’ the dalits and 
adivasis - a claim that is questionable as 
is abundantly exposed by the contemporary 
dalit and adivasi movements. In fact, the 
concept itself implies (hat an external agency 
has ‘given’ power to or 'empowered' another 
section 1 *-a patronising idea rather than 
power redistributed through a process, 
including a process of struggle. 

The formal empowerment shifts focus 
away from "seizing state power" or exercising 
power in the entire society so that in all 
spheres there is a new egalitarian relationship 
The present discourse equates state with 
government and seeks to subordinate it to 
the market and 'civil society’. That only 
means that the power structure-dominated 
by upper classes, high castes, patriarchal and 
ethnic in character - will continue to hold 
state power. This implies a loss of focus both 
on comprehensive transformation as well as 
specific issues of struggle. It only builds an 
enabling environment' of 'empowerment' 
though piuralist-elitist institutions. 

Thus die concept ot empowerment implies 
formal rather than substantive power and it 
involves an external upper level agency to 
grant power rather than people below seizing 
it in the course of struggle. It either disperses 
power to isolated channels not amounting 
to overall sharing of power or it symbolically 
and formally entrusts power to a section 
without concretising it in definite spheres 
Above all this concept is pan of the political 
pMoaopfty of the new economic globalisation 
of western capitalism. 

The new political discourse has tried to 
appropriate the pedagogy of the oppressed 
bjr focusing on concepts like 'empowerment'. 
But it is difficult to subdue the democratic 
upsurge of the 20th century which has 
experienced the anti-colonial struggle, the 


great social revofutton* and the social 
mov em ents both old and new. This concept 
has to contend with concepts like I iberation, 
freedom and equality-ideas in pursuit of 
which much sacrifice has been made in the 
history of humankind. 11 
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City and the Worker 

Ronaldo Ramirez 

SodaiStntf* ami the City: The Case of Sao Paulo edited hy L.ucio Kowarick 
Monthly Review Press, New York, 1994. ’ 


THE *Uidy of social and political processes 
m big cities is of fundamental importance 
10 understand how contemporary society is 
changing. Relatively abstract concepts - 
society, class, community, state, technology 
- become real llcsh. blood, bones and tears 
in the strikes of a large industrial labour lorcc 
supported by networks of neighbourhood 
committees, linking industrial conflicts to 
demands for better housing and urban 
amenities. Or when a modernising urban 
renewal plan evicts thousands of low-mcwne 
families from the city centre, pushing them 
to a distant periphery Or in the cllorts »! 
a leftist municipal government trying to 
invert the priorities' in favour of the urban 
poor. All this has happened m Sao Paulo as 
this excellent book, edited hv l.ucio 
Kowarick, very well illustrates Whether 
experiences in other big cities arc similar or 
not is a matter of investigation As the book 
itself makes clear "the struggles ot the 
marginalised areexpressed in different torms 
in spite of their common condition of 
exclusion''. The recovery of all these multiple 
experiences everywhere is indispensable to 
move Iroin the generalisations of structural 
conditions - that cannot be ignored - to 
understanding real processes, aliened b> "a 
subjective aspen, an auuinulation ot 
experiences tli.it mediate between ihe 
objective material conditions and ihe vmal 
struggles themselves". 

The relevance of the case is heightened 
by Sao Paulo itself The industrial capital 
ol Brazil - not its political capital - ranked 
in 1990 among the top torn world 
metropolitan areas in population terms, w uh 
nearly lb million people. According u* 
UNDP it is going to he (lie second, alter 
Mexico City, with 22 million hy Ihe end 
ol (he century It concentrates the largest 
portion of Brazil's manufacturing capacity 
and more than one-third ol (lie industrial 
labour lorec. Capital goods production, 
vehicles, pharmaceutical and other 
advanced industrial aeli v Hies constitute' the 
core of the sector, dominated hy 
multinational enterprises. The transnational 
character ot production is also expressed 
«t the presence of flic regional headquarters 
of practically all the important hanks, 
fintncc-bouscx and nrultinaiional 
companies in the world. In many respects 
Sao Paulo is the prototype ol a modern 
metropolis that links transnational 
capitalism with Brazil. 


The economic development of the city has 
been both cause and effect of highly complex 
social processes. Sao Paulo shows a rich 
ethnic nuxt. It combines the descendants ol 
European settlers and of Airman slaves 
liberated only at the end of the I 880s. The 
latter constituted the initial labour force, 
incorporating later poor immigrants from 
Portugal. Spain and Italy, who brought with 
them ideas of class struggle and anarchism 
Lalcr again, internal migrants coming from 
all the regions of this vast country entered 
the labour lorcc. The history of the city 
during ihe 20th century is not only about 
how economic power was built. It is about 
how workers have fought to enhance their 
conditions, how urban communities have 
struggled to improve their living standards 
and how these two movements, in numerous 
combinations, define the real life of the city, 
expressed in its institutions and problems. 
Us spaces, structures and buildings. 

The organised workers and the urban poor 
communities in Sao Paulo havc-to agitt hi gh ly 
successful haitles. They were in the lorcfront 
iiT the resistance against the military 
dictatorship that governed Brazil Irom 1964 
to the middle ol the 1980s. Massive street 
dcmon.straiionsand stnkes in the car industry 
were instrumental in bringing about 
democracy However.successful these battles 
were in political terms, they were new able 
to prevent the deterioration ol wages and 
living conditions in the metropolis as a 
consequence ol the rccesjions ot the 1980s 
and the policies ot structural adjustment 
adopted by the Brazilian stale. As the book 
stales, postmodern Brazil - in the 1990s - 
"is a concoction ol poverty, violence and 
hopelessness", in Sao Paulo, "a majority of 
1 11 s| pcxuly paid wage workers are poorly 
nourished, live in substandard housing, and 
spend many exhausting hours each day 
travelling to and from work bv means of 
incllicicnllv run public transportation. Since 
the beginning of the 1980s. an increasing 
number ol people have been thrown out of 
work by the deepening economic crisis, and 
the Male has tailed to provide any sort of 
unemployment assistance". 

Lmi<> Kimantis book is the fruit of 
icseauh earned out in Brazil at the end of 
the 1980s. It was part of a worldwide study 
oi people s participation, sponsored by the 
l imicd Nations Research Institute for Social 
Development The research studies poverty 
and inequality and how the poor try to remove 


both. It also examines the structures that 
sustain inequality, particularly the rote of 
the state. Sao Paulo’s was the only urban 
study included in the project. The Portuguese 
text was published in 1988 in Brazil. It has 
been updated - and one chapter added - for 
the English version published by Monthly 
Review Press in 1994. 

Workplaces and Neighbourhoods 

Kowarick and his colleagues present their 
findings in nine individual essays. The 
intellectual core underpinning these is the 
search for, and examination of, relationships 
between struggles in the workplace and in 
the place of residence. In most studies, and 
in the political practice of most countries, 
these struggles appear fragmented, separated, 
unrelated. Certainly community movements 
to improve living conditions in urban 
settlements - at times involving hundred of 
thousands of families - have been by and 
large treated as of secondary importance in 
studies concerned with social development 
and change. Within left-wing political 
traditions, most attention has been given to 
conflicts in the workplace, with community 
movements treated as appendages or support 
structures. With the exception of a group of 
French Ma vist scholars that, in the 1970s, 
redefined the scope of urban sociology 
precisely by focusing it on (he relationship 
between exploitation in the workplace and 
exploitation in the ncighourbood. very little 
has been done in this field. The considerable 
mem ot this hook is the detailed examination 
of a wealth ol historical and contemjmrary 
pra.'iees in Sau Paulo in which the 
circumstances of the poor appear defined 
simultaneous... by their working situation 
and ,<y what Kowarick calls "urban 
cspoliation". the oppressive characteristics 
of their residential conditions In Sao Paulo 
this simultaneous definition nas been the 
consequence of a process of capital 
accumulation that brings about low wages 
and unemployment, directing at the same 
(i me urban investments to accelerate the r**e 
of reproduction of capital to the detriment 
of lahour. expressed in overcrowded slums, 
inadequate health facilities, inefficient jwbfcc 
transport, land speculation, lack of dean 
water and sewerage. 

Moreover, these essays make dear that 
workplace and residential conflicts are not 
in a predetermined structural relation. On 
the contrary, the experiences in Sao Paulo 
show that in certain historical circumstances, 
wage struggles and demands for urban 
services have proceeded independently of 

each other. In other cases, for example under 

conditions of extreme repression on the 
shopfloor. community movements have 
practically replaced organised workers 
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action to improve living condition, while 
helping to create a propitious environment 
for the reactivation of unions. In other 
instances, intense worker mobilisation in the 
factories spread through the communities, 
stimulating the creation of popular 
committees, promoting discussions on living 
conditions, demands for housing and services 
and inducing a general feeli ng of ‘confidence 
and dignity”. Two chapters in particular, 
dealing with the metalworkers strike at the 
end of the 1970s, the most important 
industrial mobilisation in Brazil during the 
military dictatorship, illustrate with multiple 
and fascinating examples the interrelation 
between community and factory struggles, 
their mutual support and benefit. 

The book consists of nine chapters, 
corresponding to the nine individual essays 
already mentioned. They have more unity 
than one normally expects in books with 
many authors. This is the consequence of 
them being pans of the same research project, 
responding to a similar theoretical 
framework. The unity was probably 
reinforced by Kowarick being the author of 
the Introduction and co-author of four 
chapters. The result is a book with highly 
complementary parts - with one exception 
- that interact with each other quite nicely. 

Chapter I. written by Kowarick and Milton 
Campanario. provides the economic and 
social background of Brazil and Sao Paulo 
during the second half of the century. Its 
title: ‘Industrial Underdevelopment’, 
practically summarises its message. It 
examines the capitalist development of the 
country since the constitution of a strong, 
transnational-controlled, industrial import- 
substitution model, based on the production 
of durable consumer goods. The relative 
success of this model became an obstacle 
for the realignment of Brazil in relation to 
•n increasingly global international 
economy, and explains its late and painful 
integration in the 1980s. The authors identify 
the chronic economic recessions of that 
decade as the period of structural adjustment 
that was required for that integration. 

Through these 40 years of economic 
development Sao Paulo became a metropoli s, 
the site of a large part of the productive 
capacity of Brazil. This, however, has not 
beat translated into an improvement in the 
workers’ living conditions, aggravated 
during the recession of the 1980s. Salaries 
and urban services have deteriorated 
comiderjbiy. The chapter presents indeed 
a picture of great contradictions: luge-scale 
economic success accompanied by 
recessions, poverty and u n e m ployment: a 
successful popular movement able to 
influence the re-democratisation of the 
country and to conquer load go vernm en t 
with an innovative left-wing party, yet unable 
to pre vent the deterioration in wages and 
living conditions in the city, the 


unemployment of skilled workers and the 
rise of violence and crime. 

Housing Qubixm 

Chapters 2.3 and 4, written by Kowarick 
and Clara Ant. Raquel Rolnik and Nabil 
Bonduki respectively, trace the relationship 
between workplace and residential place 
struggles throughout the history of Sao Paulo, 
with a strong emphasis on the housing 
question. History can be grasped, in Rolnik’s 
words, by “deconstructing urban space”. 
That space was initially shared by masters 
and staves in Sao Paulo. The abolition of 
slavery brought to the city poor European 
migrants as wage workers to be housed in 
overcrowded tenements during the first 
decade of the 20th century. Urban space 
became socially and politically differentiated 
in capitalist Sao Paulo, although the 
proximity of work and housing was still 
demanded by the rigidity of the tramway 
system and high land prices. Conflicts about 
wages in the factories and rents in the 
tenements provided the first organised 
responses of workers and residents wit!, 
anarchist traditions, against bosses and 
landowners, without recognising any role 
for the state. Unions were organised in 
factories and tenants leagues in the 
neighbourhoods by the same people. Urban 
renewal to modernise the city centre, and 
to disperse the centre* of working class 
agitation, provoked organised resistance to 
evictions, finally defeated by the opening of 
the city's periphery. This became accessible 
through a flexible bus system, cheaper land, 
legal and illegal subdivisions and self-built 
housing. A new spatial pattern of social 
segregation became consolidated, with 
middle and upper class people occupying 
the city centre and workers far away in a 
periphery lacking services and urban 
amenities. 

The rise of populism in the 1940s brought 
the state to a central role. Unions were 
promoted but legally disciplined. The state 
assumed responsibility for the housing 
question. Rent control, regulation of land 
sales in the periphery and the provision of 
a limited number of houses gave the state 
the tools for Us popular legiti mi ration. At 
the same time the segregated spatial pattern 
continued to consolidate. New urban plans 
and evict ions led to resident struggles in 
1946, this time directed against the state. 
Defeat meant that dorters lost the ability 
to live in ceatraHy-localed rented 
accommodation and moved the straggles for 
urban amenities and services to the periphery. 

The poittid tattoo of the urban process it 
examined by Kowarick and Bonduki in 
chapter 5 . The pobcies of the popuhst stale, 
combining evictions with tome s uppo r t to 
poor settlement*. aflowing dr facto shanty 
towns, resulted is the enormous growth of 
Sao Paulo's pe rip hery from the 1940s to the 


1960s. At the same time. It* residents came 
to realise that the only way to obtain services 
wu by collective action directed against the 
state, challenging it* populist discourse. This 
created s new, clientcJist relationship between 
residential committees and the city 
administration which was brought to an end 
by the military coup of 1964. 

The military government initially 
abandoned the shanty towns and Sao Paulo’s 
periphery. Wages and living conditions 
deteriorated in a context of fierce political 
repression. Social inequality became 
extreme. While car-ownership increased 
manifold in Sao Paulo, public transport from 
the periphery became obsolete. The National 
Housing Bank, the funds of which wen- 
levied on all wages, financed more than 4. 5 
million housing units in Brazil, but only I ft 
per cent went to families earning below five 
minimum wages. (In a situation of high 
inflation in Brazil, poverty was considered 
to start at five minimum official salaries i 
Until 1979. repression prevented political 
and trade union activities. In these 
circum stances most of the opposition in Sao 
Paulo was reorganised in residential areas, 
around urban issues. Hundreds of committees 
sprang upon the periphery. organised by the 
Catholic Church, political parties, students, 
etc. demanding water and sewerage, publu. 
transport, housing, health care. The 
discussions included the topics of the 
degradation of everyday life, and helped u> 
create what the authors call an “awareness 
of exclusion" which was instrumental in 
linking these diverse initiatives. Soli 
fragmented, this created an environment o( 
opposition and resistance that contributed ft- 
land occupations, the reinitiation i>: 
workplace actions and civil disobedient c 
This was the environment in which the 
metalworkers’ strike took (dace - and ihi' 
changcd the political complexion of Brazil 

METALwokKars’ Stokes 

The metalworkers’ strikes of 1978. I9?u 
and 1980, and their relationship to thr 
neighbourhood movements are analysed hv 
Lais Abramo and Silvio Bava in chapter' 
6 and 8 of the book. These two chapter-- 
manage to provide detailed evidence ft 
support what could be defined at the ceiur ii 
hypothesis of the resea rch by documcntine 
the interrelationship between workplaces 
residence-place straggles. The strikes 
place in the cm plants in Sao Bernardo. <>n< 
of the industrial satellite towns that had her 
re sha p in g Sao Paulo’s per i p h ery Although 
they were mainly for better wages ami 
working condkioos, they transcended thi> 
both from the begrim in g, The worker 
m ov em en t , isolated and atomised aftn a 
long period of repression, watstrinuUted^ 
the experienccsof years of ooramanityai ft " 
to which workers had partidpmod mrewdroft 
in worideg class neig hb o ythoods. Confla' 1 - 



tUftcd tit the lac tone* and moved to the 
streets. Support provided by communities in 
multiple forms helped the workers to sustain 
their struggle. At the same lime the workers' 
movement reinforced the communities, 
developed new forms of action and dreated 
a sense of solidarity and confidence While 
belore the strike must ot the work of 
community groups was mil performed under 
a strong influence ul patronage and 
clientelism. this changed afterwards. Union 
activists helped to create lorms ul popular 
resistance and organisation ,md to conlront 
the authorities with demands lor housing 
and services. Altliough the sirikcs were finally 
defeated in I‘ISO many initiatives started 
from these experiences. "Ilicy toned the 
local adminisiratum to abandon prestige 
urban projects and locus ilunr atiemion on 
the demands ot the conmuintiy organisations 
They became a central pan ul the struggle 
for re-democrattsation in Hr.i/il that tinally 
brought to an end the mililars government 
in 1985. 

Chapter 7. an interesting lext by Vera 
Telles. has been Iclt out of these comments. 

It is the only chapter that, independently nl 
its merits, somelniw dues nut connect with 
the rest. 

The metalworkers' and community 
movements in Sao Paulo and Sao Bernardo 
provided the environment in which rhe 
Workers' Party iPartidodos'l rabalhadores. 
or PT) was bom The use ul tlic PT to win 
the mayor's ot 1 uo and the municipality ot 
Sao Paulo ts examined in the Imal chapter 
ot the book by Kowaiuk auu Andre Singer 
II the whole bi«A deal' witn an cxpencnce 
that transcends the limits oi .■ single country, 
thete are main reason, n- omvider this 
chapter as partieulaiIv icioant in an 
international context Some reasons are 
theoretical Tlies icier to the mlc pl.ivcd bs 
political organisations to gcneialixc the 
particular intereslsul unions,>i communities, 
to translorm these intciesis mnt uti/enship 
rights. Otlter reasons aie (siliucal Thete .tie 
eery tew instances in which loll-wing. 
working class hused political organisations 
have had thcpMctK'COl ( hi bln administration 
m developing count tics lhc essay of 
Kowarick and Singei constitutes then a 
document to be used, to compare this 
experience with those other lew and to learn 
the lessons ot power 
The PT brought together members ol 
practically all (be groups ot the political 
led in Sao Paulo. Although this 'oJ to 
internal antagonisms, they seem to have 
been well-negotiated within an internally 
democratic and participative framework 
Ideologically the PT ts a soc tatixi party that 
accepts parttci (sating »n the fiitmal psslitical 
process. The public presentation of the 
party during Rs find years moved from 
concentration on tingle issue movements 
and radical 'MriMtum' to a wider and 


more .sophisticated defence of a better world 
for the poor. 

Municipal Fowls 

In 198H the PT won the local government 
in Sao Paulo, a city that in population and 
financial terms is larger than many 
developing countries. The experience of 
power was conflictive. internally within 
the PI and externally with the party’s 
constituency. It was also valuable in terms 
of helping to define the limits and 
characteristics ot the exercise ol local 
g' 1 -ernmenl power. Kowarick and Singer 
show how the party managed to "invert the 
priorities" of the municipality, 
concentrating its efforts on the needs of the 
poor, while at the same time resisting the 
pressure of particularistic mierests. coming 
from individual community groups that 
assumed a privileged access to the new 
local authorities. The authors conclude that 
tor a progressive administration to be 
successful ii must he able to change the 
traditional priorities hut at the same lime 
needs to be seen to govern lor the good 
ol the whole population To be able to 
achiesc (his the administration needs to 
have enough autonomy to negotiate and 
mediate in urban conflicts that involve a 


variety of interest! and actors, sometimes 
pitting workers against workers. 

Lite, of course, goes on in Sao Paulo 
today. Many things have changed The PT 
is not running the municipality today. This 
year its national leader was defeated for the 
second time in the presidential elections. 
The economy continues to he unstable. The 
poor still live mostly on the periphery, 
although there arc indications ot new spatial 
patterns: the rich takcrctuge in well-protected 
apartment buildings. The fact that the 
population in the centre is growing but few 
houses are built, so that densities are going 
up. seems to mdicatethal some poor families 
are returning to the centre. New studies will 
he necessary to continue the analyses so well 
initiated by Kowarick and his colleagues. 

All this may give the impression that this ts 
a book for specialists only. It certainly is a 
serious book for social scientists - urban 
sociologists, political analysis-concerned with 
the study of urban social movements and social 
change. However, the history of Sao Paulo, the 
richness of its many processes, the struggles 
of its inhabitants, their achievements and their 
many defeats, all told in a language nearly free 
ot technical jargon, make the book accessible 
toawide audience, spmallyforpeople interested 
in political processes. 


Limited Concerns 

Parshotam Mehra 

India's Foreign Policy 1947-92: Shadows and Substance by Harish Kapur; Sage 

Publications. New- Delhi. 1994: pp 231. Rs 245. 


IN India, as in othet parts ol the world, 
loreign policx is a subject ot active debate 
and. ultentimes. ot no small contention. In 
nut ,jse. this has been particularly 
pronounced alter the Inst prrme minister 
w Ini w as also his own torc’gn minister - and 
architect ot India's international stature - 
mapped out the broad contours and laid 
down a tramework of reference that has. 
hv and large, stood the test ol time To say 
all this is not to unsay that a fast-changing 
scenario, both at home and abroad, has 
considerably modified both the main thrust 
of our relations with other countries as also 
their principal contents The slim volume 
under review seeks to oltci a com¬ 
prehensive study " ol the “evolution and 
functioning’’ of New Delhi's tmeign policy 
trom the very dawn of independence to the 
present. 

IV start with, tire author poses the all- 
important question as to why India s image 
has. alter nearly four decades of "perpetual 
batteringsharply declined and ihe country 
has "ceased to count" m the international 
arena Pori ot the answer lay m the fact that 
after Nehru's departure from the scene none 
ol his successors had either Ihe “foreign 


affairs expertise" or even the “intellectual 
inclination" to play an international role. 
Two other developments were no less 
important O the 1%- armed debacle, for 
noth , g "blights" a nation s image more 
than failure Two. India's apparent 
successes, in Goa. Bangladesh, Sri Lanka 
and the Maldives, while grat f ymg in their 
ow n way. exposed her as "a regional bully” 
who could be ill-trusted. 

Arart from a four-page introduction 
and "Conclusions' that span no more than 
12-odd pages, the book is divided into two 
unequal parts. The first, and by far the 
weightier part in volume, defines the goals 
of foreign policy; the second, delineates 
the decision-making process. The goals are 
easily listed: quest for security, the 
diplomacy of development, regional 
hegemony and search for an international 
role. The decision-makingprocess isbroatBy 
discussed under two heads, the international 
framework for foreign policy-making and 
the personality factor. 

In its pursuit for national security. India 
has traversed three distinct phases The first. 

in the wake of the 1%2 rout, had as us 
principal objccti v c an increase in our military 
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arsenal for the limited and very specific 
goal” of facing up to the Chinese in the 
north. The second, in the aftermath of the 
successful intervention in Bangladesh 
(1971), was to become an undisputed land 
power. The thin), in the light of the Sri 
Lanka crisis (1987). to acquire the status of 
a South Asian naval power. And finally, the 
importance ol economic diplomacy which 
has added a new dimension to our foreign 
policy. This relates to building economic 
relations and designing economic strategies 
(hat would render optimal economic 
advantage to the country. The fact that we 
have a former minister lor commerce (who 
is alsochairmanof the planning commission) 
as the new head of the foreign office is a 
measure of the importance which economic 
issues have acquired. An importance that is 
bound to grow with the increasing integration 
of India into the global economy. 

On regional hegemony India has changed 
tacks, though not loo successfully. Nehru's 
diplomacy focused essentially on global 
concerns, with only a marginal interest in 
the region; the new orientation is a focus on 
the region with only a marginal interest in 
global politics Sadly though. SAARC has 
proved to be a non-starter while China’s 
interest in the four states of Bhutan. Nepal, 
Bangladesh and Pjkisian shows no signs of 
slackening. Besides, internal si rife, especially 
in Kashmir, actively aided and abetted by 
Islamabad, is likearunmng sore. It debilitates 
while there is no end in sigm 

Playing a significant role in international 
politics has. over the decades, become less 
and less important And this not only because 
Nehru’s successors felt rather uncomfortable 
while interacting with the world outside, but 
also because ol the growing instability of 
the Indian political system, the emergence 
ot the human rights issue and the mounting 
preoccupation with South Asia. Above all. 
a sea-change in the international scenario. 
Of the institutional framework m foreign 
policy-making. Kapur highlights the three - 
most important, the Ministry of External 
Affairs |MEA> the Research and Analysis 
Wing (RAW >. and public opinion. The last, 
he underlines, is likely io assume increasing 
importancebecame of thegrowing weakness 
of the authority of the executive. The trend 
towards coalition politics or even minority 
governments ar the centre is likely to push 
the central political leadership to become 
ever ‘'more attentive and responsive” to 
public o pi moo. An important caveat though 
may be entered, namely, that the original 
Indian pattern of the role of public opinion, 
confined to ihe dhe, may no longer be valid. 

The importance of the personality factor 
in the conduct of foreign policy needs no 
emphasis While iu relevance in western 
societies, where institutions are the ’'most 
int p uri a nr demc?u"m politics, is self-evident, 
it is “even more decisive” m a country like 


ours where institutions are “leu insti¬ 
tutionalised”. The study briefly encapsulates 
the varying role of the personality factor all 
the way from Nehroto the incumbent prime 
minister. Nehru, it underlines, exercised 
“decisive control” over routine and macro 
issues even though visible issues were no 
longer under his complete control. Under 
Lai Bahadur Shastri (1964-65). authority 
regarding routine matters and macro issues 
passed to the MEA while vnfihle issues - 
identified more and more with South Asia 
and relations with Ihe superpowers - were 
kept firmly in the hands of the prime minister. 

With Indira Gandhi (1965-77. 1980-84). 
most of (he institutions concerned with 
foreign policy were not involved in the 
decision-making process. All the same, she 
was the first prime minister who ’’diligently 
absorbed” a wide array of inputs by different 
channels before taking a decision. 

Under Rajiv Gandhi (1984-89). tn start 
with at any rate, “all the major decisions” 
were taken by him with heavy infrastructural 
support from his secretariat. RAW and some 
of his close political advisors. The initiative), 
betook on China illustrate that the personality 
factor was “still crucial if not decisive”. 

Under prime minister Narasimha Rao his 
understanding and interest in foreign affairs 
is undisputed. And yet the explosive internal 
situation generated by right-wing forces, 
compounded by the growing uncertainly of 
his own political future, as the head of the 
party, has resulted in (he “decentralisation" 
of the decision-making process. 

In the final analysis, the book underlines, 
(he pattern of decision-making has 
continuously fluctuated. And yet while India 
was never “rudderless", she was alio never 
- barring the Nehru era - "direction- 
oriented’’. Today we are being increasingly 
pushed, by internal and external pressures, 
in the dual direction ol political 
preoccupation wtth the South Asian region 
and of opening a big window to the outside 
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World to interact with it economically so 
to accelerate the process of modemisatkx 
Nor need we fight shy of the fact that in 
age of growing economic and politic 
uncertainty. India is “indelibly linked” wit 
the region, politically, and the plane 
economically. 

Hansh Kapur, professor of mtemauoiu 
relations at the Graduate Institute i 
International Studies at Geneva, has writte 
extensively on the power equilibriui 
among Moscow. Beijing and New Delh 
his latest work relates to China’ 
interactions with its “distant neighbour 
Europe. In comparison with his researc 
on China, where the political system “dor 
not permit” any major digressions from tf 
official line and the difficulties an 
frustrations of having informal and fran 
conversations - which turnout to be “neith 
informal nor really frank” - his India 
experience was. in sharp, if pleasan 
contrast. The documentation available wt 
"abundant” and included a wide array i 
“critical written media coverage, seriou 
academic analysis and indepth imaginative 
reportage. Nor was that all. For almiv 
"nothing escapes” the scrutiny of the mgilar 
journalist or a serious scholar interested i 
contemporary Indian affairs. More, ih 
availability of “unofficial, voluminous an 
dissentient literature” allows checking an 
cross-checking of official documcniatim 
while informal conversations wit 
journalists, academics, politicians an 
bureaucrats reveals almost 'Ihe total picture 
of what one is researching on. What mor 
does one ask for? 

Happily, the author has made the best u>. 
of his opportunity and produced a sharpl 
etched and crisply turned analysts, devoi 
of all verbosity. Such an exercise, h 
definition, entails a thorough and precepm 
understanding of the ground realitio 
Nothing could he a happier end-product tn 
the reader. And this reviewer. 
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SPECIAL ARTICLES 


Enron and Other Similar Deals vs 
New Energy Paradigm 

Aniulya K N Reddy 
Antooette D’Sa 


In searching for alternative solutions. it is important to realise that genuine solutions are those that simultaneously 
resolve all the crises of the electricity system - the crisis of capital, performance, equity/access and environment Solutions 
that focus on only one of those, for instance the capital crisis in the case of Enron-type deals, are sub-optimal and defective 
solutions that aggravate other crises. ' 

In partu ulur. special attention must he paid to the performance crisis of SEBs - any solution, such as Enron-ty/ie deals, 
that does tun result in improving the technical arul financial performance of the associated SEB is a wrong sohaum and 
must /** rejected. 

Similarly, any solution that undermines, rather than strengthens, the capacity and human resources of the indigenous 
electrical equipment industry is an unacceptable solution. 

Emm a long-tern point of view, the genuine solution to the crises of the electricity system is a shift to the new electricity 
paradigm, with the emphasis changing from energy consumption to energy services as an index of development. 


1 

Introduction 

THOUGH the Enron iL_-.il has ailr.uii.il a 
ua-al deal nt attention in Ihe media. iherc 
have been very lew attempts to go in the 
root of ihtf problem.' This paper aims, 
ihoretorc. at examining (He origins i.l the 
Enron deal (and others nl us type such xs 
ihoCngcnmxdejl in Karnataka' luonelndes 
with the vtew that such deals are onls the 
unpleasant symptoms oi an underlying 
malaise. And the malaise is. m general, the 
basic paradigm lor energy pmdme Indian 
decisum-makers, and in particular the basic 
strategy for the power scoot tn India 

II 

1990 Crisis of Electrical 
Capacity Expansion 

The rck-vam history sin mid perhaps begin 
with the demand of Ihe power sector lor 
allocations in the Eighth Plan proposal 
Starting with a grandiose wish tor an 
expansion of 4H.<HX> MW in IW. 'he 
proposal settled in I WO to .OI..W> MW •" 
a cost ot Rs |,2X.OOOcn<K. But the scarcity 
nf funds resulted in further downward 
dptsiincm of lunds tor installed sapaoiy 
nd Ihe associated targets. The Eighth 'an 
Visiting Gioup. using CEA e»« n '<' , e'; 
ropmcdii capacity addition ■ 

wing W2-V7 (the revised Eight'' I’hin' 
ui (bis target was reduced n» ,,) S 17 
n re*(wvn*c. Ihe Planning ('ommi"ion 
IttK-med only *U 7V..MW mw the isowx-r 
tvmrtpuhRrlof which R' 4 , M24 * rote 
or ganenUtn. TV expens'd adm-so'icn 
WxcamgdkWItW t«.M7 MW Ih'wesei. 


it soon heeamc clear that even (his drastically 
down-scaled request could not he met out 
ot the public exchequer. 

Clearly, the electricity system of India 
was trapped in a capital crisis, if by the word 
crisis is meant a situation that does not 
permit (onttnuation of old patterns of 
hr has tour. And the old pattern of behaviour 
consisted nl the lunds for the power sector 
coming wholly Irum the government, and 
the actual allocation being the result of a 
bargaining process involving the power ami 
linance ministries and the Planning 
Commission. 

In tail, the electricity system was trapped 
in other crises - the performance crisis 
.It,nuclei ised by Ihe senous deterioration in 
the tei lintcal and linaneial perfonnance of 
die State Elect rich y Boards (SEBs >. the equity 
or access irtsis because the system was (and 
is) expanded m the name of the people but 
.t significant traction ol'ihc population (as 
much as hall in 'hi' case ol Karnataka! does 
not benefit directly from electricity, and the 
environmental crisis because almost every 
conventional electricity generation project 
is under puhlie attack on environmental 
grounds Bui. these other crises were not 
pnonlies for the power ministry. Instead, it 
came up with what may be called the 
mendicant 's appivacli that is best clarified 
» uli a quantitative analysis of the capital 
crisis 

lil 

Quantitative Statement 
of I WO Crisis 

11 * essence of the capital crisis of the 
Indian electricity system is that its linaneial 


requirements arc far more than what can be 
provided by its traditional supplier of capital, 
namely, the central government. 

In quantitative terms, the investmem I. 
required in any particular year i for expansion 
of installed capacity, can be estimated with 
the following formula:* 

HO = Eri-I)xaxg(GDP)xl)CUP=E(l-l) 
x g(CAP) x UCOP 

where Eri-lt is ihe installed capacity (in 
MW) in the previous year. glGDP). the 
growth rate of the GDP. g(C AP). the growth 
rale of installed electrical capacity, . 1 . the 
ratio of the growth rates of installed 
electrical capac / and GDP. and UCOP. 
the mu cost of installed capacity 
in Rs cmrc/MW. 

The government of India’s Hitthih Pivc- 
Ycar Plan proposal, lor clcetric.il capacity 
expansion estimating Rs l.2K,fl00 crone 
(I989-90 prices) for an expansion of 
J8..T69 MW from an existing hose of 
64.000 MW in I WO.' corresponds in an 
average annual grtiwth rale of installed 
capacuy of 9.K494 per cent and a umt ctsl 
of installed capacity of lTOP » Rs 3.336 
crore per MW* (including iransmirtioo and 
distribution). 


Options for Reouivin* Crinta 

Tlic above expression for the annual 
investment. I. required lor expansion of 
installed capacity is a useful basis for 
discussing ihe capital crisis facing the power 
sector and the optninx lor dealing *Uh n. 
In fart, these options arise from whether the 
various term* in the above expression are 
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comitkred to be constants. or whether they 
are viewed us variables alterable by 
government policy and intervention. 

Option #1 arises from taking E(M| the 
installed capacity (in MW) at the start of the 
base year, as well as a and UCOP, as yiirn. 
One is left therefore with I. the investment 
required lor expansion of installed capacity 
and with g(Gr>l > ). (he growth rule of the 
GDP. 

Ifir isnot acceptable to lower the ect an min* 
growth rate below a certain minimum value 
of g(GDP). then a certain minimum 
investment I has to he ensured to sustain this 
growth rate. 

In theory, there arc live sources for this 
investment. I: 

IchGOI) + KIES) + KIPS) + IlMBl+KFPS) 

where ItGOI) is funding from the central 
government; KIES), from the Indian 
electricity sector consisting of the slate 
electricity hoards, the corporal urns concerned 
wilh electricity generation such as NTPC. 
NlfPC. etc. and the electrical plant 
manufacturer BHF.l.i It IPS), front the liklian 
. private sector: It MB) from the nutltilateral 
hanks such as the World Bank and the Asian 
Development Bank: and IfFPS) from the 
foreign private sector. 

In I‘WO. the situation was roughly as 
follows. Thceentralgovcnmtent Itoil reached 
its limit. ItGOI Mmm). as far as funding was 
concerned. It IKS > was almost zero hecaun' 
the Indian electricity sector li.nl \ inually no 
surpluses to make available lor investment 
The Indian capital market had not vet been 
Hooded with foreign (units to make a 
significant contribution It IPS) front the 
Indian private sector. The World B;mk tn 
l*)HU had just highlighted in l‘)K«) an 
unbridgeable gap' between capital demand 
and supply at the level of the whole 
developing world The Bank stated that the 
requests fn*m the electricity systems of 
developing countries added up to \ UK) 
billion per year in response to which only 
about $ 20 billion was av.nl.thle Irom the 
World Bank and irhcr multilateral sources, 
leaving a gap of about S HO billion. ’ In raher 
words, there was no hope of getting IlMB) 
from the tiwltflatcr.il hunks such as the World 
Bank and the Asian Development Bank. 

So Opt ton I was reduced U > t he mcottn tint ' t 
approach of begging for Itl'PSl Irom the 
foreign private sector to fill the gap 
|l - hGOIxma\)| between the annual 
investment required. I. and the maximum 
funding I hat could be pros hied by the central 
government. fcGOlXmax). 

Option 2 ansex front taking as given both 
St-1). the installed capacity (tn MW) at the 
auai of the base year, as wdi» a and UCOP. 
If. m addition. there is a decision to tighten 
one's beh and m a n ag e within one's means, 
then I gets fined at what can he raised 
internalfy. i e, KGOtKmax). and one has to 


accept whulevcr economic growth rate 
g(GDP), comes (tut of the equation. The 
problem is that this growth nde niuy'tum 
out to he unuccepmhly low. say 2 pur cent, 
i c, less than the population growth rule - in 
which case this option based on ihr mimed- 
growth-rule upprothh is inuiccepttihlc. 

Option .1 is based tut the new energy 
IkiruJigni a/ytriMk h promoted among others 
by the International Energy Initiative * 

It takes both Ell-Das well as a minimum 
growth rate g(GDP) as given, and explores 
the possibility of lowering the annual 
investment required by decreasing the 
product t;t x I TOPI. 

Decrease of the product taxi TOP) cun 
he achieved by decreasing a. the ratio o| 
the growth rates ot installed capacity and 
GDP and/or by decreasing l ’COP. the unit 
wist of installed capacity in Rs crore/MW 
The factor a which is conventionally taken 
between 1.5 and 2 can he reduced to much 
lower values through clliciency improve¬ 
ments. i e. thmugh getting a greater GDP 
hang for a lower energy buck * I TOP can 
also he towered by reducing the cost of 
conventional generation through ellieteney 
improvements and the cost nl Iranstittssion 
by reducing T and D losses aml/or hy 
generating at the consumption sites thnnigh 
non-com cimonnl vleccntrahscd technologies 
< lor example hy co-gcncranng ekvtneily in 
bagasse hoders in sugar lactones, or hy 
decentralised electricity gcncialion tn 
villages Iromhtogas- orpmducer-gast.llitis. 
apart Inutt the imptosemeM nl eml-use 
efficiencies, the dlictent produr'iion ami 
transmission ot comcnitoti.il energy and 
the harnessing nl non-convention,il 
decentralised sources «| energy can also 
reduce the financial requiicmeitis ot the 
power soil or. 

V 

Mendicant's Approach 

In this context, the reducvd-growih-r.iic 
approach was nbsnnisly unacceptable to 
the electricity establishment in India And 
the new energy paradigm approach was too 
new and too radical to he understood, let 
alone upprevbticd. hy this establishment 
which was trapped in the conventional 
supply-biased approach to energy. The 
establishment turned naturally tn the opt ton 
of taking the begging-howl to the advanced 
countries. * 

A new policy of opening electricity 
generation to private parttctpaiHHi was 
announced in October 1991. Then, in May- 
June 1992. a high-level team confuting of 
the utunn cabinet secretary, power secretary 
and finance secretary visited the US, 
Europe, and Japan, to invite foreign private 
lector perocipetioo in the powe r lector. 
Foreign r o m peni ei returned the vWt to 
India and (bund the eiectridty estabftib- 


ment here wilting to make id) sorts »t 
concession* and provide any number m 
incentives, la the belief that they were 
beggars and that "beggars cannot he 
choosers!" (tn quote a report of a statement 
by the US Treasury Secretary ). M> the foreign 
companies were offered concessions and 
incentives that were unheard of in the powci 
sector business. 

Some of those decision-makers now 
admit that they were learning, hut the) 
certainly did mtt behave at that lime us 
learners. They did not generate a puhln 
debate and hcnelit from the expertise in ilu- 
eountry. Neither did (hey make a carelul 
enough study ot neighbouring Asian 
countries such as China. Above all. tbci 
kept the aril 1 \hkMk lending to the dectsitmi 
hush-hush and ensured a complete lack n| 
transparency! 

VI 

Price of Begging 

t 'ntortunatciy. begging abroad for pro au 
capital has not brought investment m 
alms The country has to pay .hi exorbn.iin 
prKC mihe lorni nl several hatml'ul fealuics 

* high plant load lactor to tlie dctnmciii m 
the system (including power purcti.iv, 
obligations to buttress this high plant hut 
lai tori 

* high return on equity investment to the 
investor iwnh itte ictuni guaranteed hv 
ihe government) 

* high recurring costs. 

* high i.mils. 

* high capital costs. 

* disproportionate share of risks. 

* unfavourable Imanctng. aitd 

* cnvirimniental hazards. 

This hmg Its.! merits some elahuralion w Im I- 
is presented below not necessarily tn the 
above o»Ucr 

Hi it It C'ufuiiil ( The capital vosi- n! 

the Enron project tot the Dohhol Pmo- 
Omip.mvi can hi- assessed by companm 
them with those in the industrial!«'• 
countries In the* I'S. a havic. no-lftlN , " 11 
MW mal-Kisvd sicani-efcctnc plant wont,! 
ixwt aboutk I.KKIAWin 1990pities. wtmti 
works out to about Rs .1.410 ctore/MB •’ 
Rs 11/S " The labour component nl tl» 
capital com is about 17 per cent. 

There are two reasons why the t 
cost* should he much lower lor the I 
project in India, firstly, the Enron pro" 1 ' 
plant with a LNG-drivcn turbine 1 should h 
much cheaper (in fact about $ ftfKh7im" 
or 30 per cent cheaper) than the coat ht'o' 

Meam^ienrk ploM; and Mstndly. the tab s> 

com* should he much lower in India 
to m, th erefo re . Mrpmtag the the cap"- ,: 
am mtocinted with the Phuw IBnron pro** 1 
turret out to be R* 4 JM erore/MW # 

% UtoMtW (It* 194241 crow” for 
MW) for a* iw r tow i cn H y chee p or muni- 
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uchmAofy." This mean* that (be capital 
cn*t* of Ew«w'« LNG-hased gas-turbine 
tochntdogy lire higher than those in an 
industrialisedcountry. Such a price »mreuse 
jn moving from at industrialised country to 
India is contrary *'» expectations. hut it has 
jl.wthecn noted by (Kherohservers. However, 
these higher cotsU have been justified by the 
president of the Dahhol Power Company 
which is implementing the Enron project. 1 ' 
The Enron capital cost* arc also higher 
hun those in new indigenous projects based 
m similar fuels. For example, the Enron 
rrojcxl costs arc higher thiui those in NTPC\ 
y45 MW gas-hased K.iwas project 
implemented in Nos ember Mt9t at Rs 2.4 
rorc per MW), according to IDHI's 
malysis." even when the NTPC costs arc 
nllatcd to the 1997 level The National 
Working Group on Power Sector has in a 
Jennled Scptcmhcr/fXiohn 1994 study shown 
hat the capital costs ot both comhincd-cvcle 
•as turbine and coal-based plants arc lower 
with indigenous teehiHilogy (Annexurc I). 

However, lor these capital cost com- 
larisotts to he rigorous, it is iinport.im that 
he technical ellioeiuy ol ihc indigenous 
version is as high as that ol (he Enroll plant. 
Otherwise, it would he a comparison ol a 
ower-efficiency technology w ith a higher- 
Tfictency technologv. in which use it is 
tenerally true that the advanced let hnology 
s costlier. And. theGE Frame‘>1- gas lurhmc 
s one ol the most advanced in the world 
In the ease ol Enron, it up|v.irs tiiat the 
•list increase (relative to the capital sosts in 
he industnaltsed countriest n mainly 
K'cause of the inclusion ol items that are 
ad merely a pan ol plant and machinery. 
These include ■preopci.iiive’ expenses 
Rs 547.2b erorc or Rs 0 7x7 ciore/MW) 
chose constituents in turn, include an 
upfront lee* iR' 7VK4 erorc or R' 0.109 
to re/MW. 'preliminary' expenses t R s h2.72 
■rote or Rs D.tWtl crore/MW). and a 
Technical consultancy lev to the '< )w ner's 
engineer' tRs 55.20 erme m R' 0 051 
rore/MW) 1 ' (Annexurc 2i 
There arc also payments in the Enron deal 
or equipment/ consultancy/recurring 
‘xpcnscs to affiliate* ol the firms owning 
Juhhol Power Company Naturally, in such 
ransaslHihs. it ts unlikely that competitive 
krais would have been made. Eor example, 
he Enron project hits an initial Technical 
'otMuHancy fee ol Rs,V> 2 crore to he paid 
0 the Owner’s Engineer. an annual fuel 
dunagemem fee of Rs X erorc is to be Paid 
o an Enron allihatc, Enron fuels 
ntemMionat fnc. and the Operation and 
Aatotenance contractor is aiimhei Enron 
ifniiatc. Offshore Rower Operation- CV " 
T Daily. the generation etpupment o /u r«.e 
mn+ttsed from etpiity-partnerx (General 
ski-trie and Bechtel Group Inc). 

High Return m Equin An * 1 • Vl iVW 1 
Mwn on equity (ROE) has hsvn factored 


into the tarilT when the plant is running at 
bR.5 per cent capacity. This appears lo he 
higher than that available in other countries. 1 * 
although not as high as that considered for 
»xher projects. In addition, there is a bonus 
to he paid for achieving a PLF higher than 
the hcnch-mark of 6X.S per cent. So, (he 
actual ROE at 90 per cent PLF would he 
much higher. ( 

Guaranteed Renoir. Even more important 
than the htuli ROE is the fact that the return 
is guaranteed by the- government of India in 
case the State Electricity Hoard. the purchaser 
ol electricity, is unable topay. This guarantee 
cannot he itistificd Irom the standpoint of 
promoting competition and turning to market 
lorces. It is state-guaranteed protection of 
a producer at the expense of the purchaser 
and consumer, a protection that has been 
constantly criticised as one of the evils of 
centrally planned economies. 

Tariff*: In the year 1997. the tariff per 
kWh will he about Rs 2.40/kWh or 
I’S 5 I).()7 5/k W h (depending on fuel i lists I.' 1 
The lile-cvele cost ol electricity using the 
TAG’ 1 method lor costing with die Enron 
data varies between Rs 2 2X/kWh and 
Rs2.7|/kWh Icoiresponding to annual 
discount tales ol 10 per cent to 15 percent). 

However, the expenses chargeable during 
the hie "I the pulicet provide, not only lor 
inflation, hut also lor escalation ol various 
components - lees Nnh as Management 
Fee. Testing Fee. and Commissioning Fee). 

insurance ch.itges,‘tax incremental clwrges’. 

etc. These contribute to Ihe variable cost 
component ol the tanfl. Hence, with the 
unit payable increasing every vear. a 
comparison ot Enron electricity with that 
Irom other plants will have to he seen from 
a dynamic perspective. Further, in view ol 
the global trend ol declining costs due to 
(lie ads ance ol technologies and due tocurrem 
technologies becoming mndated. it is not 
clear why Enron .should has c been protected 
againsi technological obsolescence and 
stranded investments. 

It must he noted, howeset. that in response 
to many critics who have argued that the 
Enron ileal is a ’cost-plus contract , the 
president of the Dahhol Power C ompany has 
asserted that it is a negotiated selling price 
contract’.i c. any cost increases asuxtated 
with construction, lin.incmg.etc. are all home 
hy the company, not MSf.H or the 
consume.” 

11,^1 1 Plant Until Factor at Cost i>l System: 
The cost per kWh of clcctncny Itom the 
project iseoinputedonthchasisol unassured 

available capacity I of 90 per cent I that is 
higher than that prevailing in the country at 
present. K stall projects tire assured a sale 
of electrictt\ at such consistently high PLFs, 
obviously other plants would have to he 
hacked down during the tluily off-peak hours 
and the monsmm season. This would result 
tit uneconomic /dant ilisjKtlch (i e, lower 


cost-per-unii power would he replaced hy 
higher cost power).-” 

Environmental Hazards: In the case of 
Enron's Dahhol project, a National 
Environmental Engineering Research 
Institute (NEERI) repott Mutes lhat human 
lives could he lost due to leakage of gas 
from the pipelines or ut the storage tanks 
because the l.NG tanks will he positioned 
loo near.-’* Whereas Ihc NEERI suggested 
a 2.5 kmcxclusRm /one. Ennin's consultants 
have recommended only 750 m. The other 
environmental concerns-’ centre on the 
impact of dredging on fisheries and the 
livelihood of local fishermen, the potential 
damage to local lishmg resulting from the 
discharge of ho< water into the sea. and 
atmospheric pollution Enron, with a 
n-puiatiimofbcingan ‘environment-friendly’ 
company has responded to and dealt with 
almost all the objections. 

It appears that the major remaining 
uncertainty pertains to the sulphur dioxide 
emissions from the use of low-sulphur high¬ 
speed diesel (LSHS diesel) in the first phase. 
The emissions will he higher than that 
released hy Indian coal. Even though it is 
estimated that the rise in SO, will only he 
a 5 per cent from 21 ug/nT to 22.1 ug/ro'. 
only the mango crop in the region can decide 
whether this increase is trivial - the proof 
ol the environmeni-lncndliness of Enron 
will he in the eating of the mango. 

Hnlavaurable Financing: The rates -if 
interest payable on dollar and rupee debt arc 
fixed as on the dale ol financial closure. Till 
this stage it e. financial closure, »ccuivmcnt 
ol counter-guarantees, etc) the perceived 
lender risks and the corresponding rates ol 
interest are relatively high However, a* the 
project continues, risk lulls and the drhtciut 
he relintun etl tl t. interest tales am he re¬ 
negotiatedI. ' .r the utility will still he 
ndhe’ ag lo the fixed rules. On such a large 
loan, the reduction of each percentage point 
Irom the interest would result in a 
considerable saving. 

VII 

Cogcntrix: Another Fauna-Type Deal 

Capua! Costs: The capital costs of Ihe 
Cogcntrix-MangaKrre Power Co (MPC) 
project arc Rs4.5K7.4Kcroie lorl.000MW. 
i c. Rs 4.5K7 crorc/MW (or $ Ml.VkW) 
on January 1. 1997. This is 2K.h per cent 
higher than the capital costs of hare-bones 
coal-fired power plants with fUtc gas 
dc sulphurisat ion equipment ut the I'S which 
are estimated to he $ l.KWkW.' 1 ’ 

The Cogentrix project costs arc also 
higher than those of indigenous project* 
based on the same fuel* even when the 
comparison is with new projects, i c. with 
the present marginal cost of genera* mg 
■ electricity from Ihc same fuel, rather than 
with historical costs. For instance.thccapital 
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cost of NTPC's 2 X 500 MW coal-based 
plant. Vimlhyachal Stage II. was Rs 2,753 
owe in the third quarter of 1993-94'’; 
inflating this to the January 1997 level gives 
a lower cost than (hat of MPC. 

Further, as per the techno-economic 
feasibility report 1 * the cost of the 
'construction and equipment' (Rs 2,024.50 
crorc in January 1997) is only about 46 per 
cent of the total capital cost. As in the case 
of the Enron project, there are cost-beads 
that need to be scrutinised - pre-ope rational 
expenses tKs 67.22 crorc), project 
management and support (Rs 54.18 crore), 
aswellasfinanceexpcnses(Rs l66.35crore), 
apart from interest during construction, etc 
(Annexure 3). 

Recurring Costs: The operation and 
maintenance (O and M) charges, used in the 
computation of tariffs, like those of the Enron 
project, are high on several counts. 

<1)0 and M costs are reckoned at 3 per cent 
of the current capital costs (while Indian 
thermal plants charge 2 to 2.5 per cent). 
Hence, if the capital costs are inflated, the 
O and M charges available are padded 
proportionately. 

(2) As the current capital costs will he revised 
upwards every five years by 4 per cent 
supposedly to take care of the appreciation 
in the value of capital assets, all linked 
charges will also rise.” 

(3) Non-fuel operation and maintenance costs 
decrease when higher quality coal is used. 
Since the PPA* guarantee a fixed proportion 
of capital cost for O and M, the saving 
resultant from the use of higher quality coal 
accrues to the foreign party alone. 

Tariffs: The 1997 selling price of electricity 
from the Cogentrix plant will he Rs 2.59 per 
kWh as against Rs 2.72 from the Raichur 
Thermal Power Plant - Unit IV. But this 
apparent cost-effectiveness of Cogentrix 
ctci'trxilr must not he taken at face value 
because, according to the tariff-schedules, 
the electricity price payable rises every year. 

Moreover, even these future electricity 
tariffs have been made subject to further 
escalation for various reasons apart from the 
provision for inflation already included* 
For instance, the Cogentrix has considered 
tariff increases on four counts* 

(1) the fuel cost will he at the then prevailing 
internal tonal prices computed on the basis 
of a normative coal consumption rate; / 

(2) aN element* of fixed costs including 
plant, equi pme n t , construction, insurance, 
etc. will he based on the actual expenditure 
(which could include cost-overruns); 

(3) ahtmigh the inflation rales assumed arc 
H) per cent for the rupee component and 4 
per cent for the dollar component, these are 
subject to upward revision In accordance 
with the actual rates; 

(4 leven the exchange Ductuai ion adjust merit 
now mummed at 4 per tent, wHI he husexT 
on the actual fluciturn at. 


Thus, in the case of Cogentrix, the cost- 
phis system of payment makes the electricity 
purchaser hear the brunt of the effects of 
input-price increases. With such an 
arrangement, the generator would not have 
any incentive to curtail input-costs. 
(However, os the average CARG between 
Rs 2.59 in 1997 and Rs 14.73 in 2026 is 
5.97 percent thi chairman. KEB. hasclaimud 
the price increases to be reasonable)." 

Fuel: According to the Techno-Economic 
Feasibility Report. Cogentrix will charge 
the State Electricity Board fuel costs lor 
a Tariff Heat Rate (WHR) or 10.813 BTU/ 
kWh (11,408 kJ/kWh). This appears to he 
much more inefficient than the average 
international norms, and even higher than 
that of Indian plants (ihoul 9,525 BTU/ 
kWh) in spite of (he 40 per cent ash content 
of Indian coal and the fact that these plants 
have to back down during the monsoons. 
What is more, energy experts are of the 
opinion that the plant may be operated far 
more efficiently while the owners obtain 
payment at the current fuel prices for much 
more than they actually use. i e. in agreeing 
to a normative flat rate WHR. the utility h •ill 
not benefit from efficient fuel usage. 

Return on Equity Investment: When the 
plant runs at the bench-mark capacity of 
68 5 per cent (68.493 per cent), a 16 per cent 
return on equity investment is guaranteed. 
(This is in accordance with the March 1992 
notification from the government of India 
and higher than that computed for the Enron 
project.) 

Further. Cogentrix earns bonuses on ROE 
for additional plant utilisation. This extra 
incentive is computed at 0.7 per cent ROE 
for every percentage point of generation 
above 68.5 per cent PLF, , 'uptoH5perociw. 
and 0.65 per cent ROE for every percentage 
point PLF above that.” 

Although the Cogentrix ROE doe* ran 
have to he actually paid out till the plant ts 
in operation, it turunmlnles during the 
construction period (from the date of 
execution ofihc PPA till the coromi winning 
of the project i and becomes a component 
of recoverable fixed charge* A* such, it 
should be included when computing the 
cost per unit of electricity Irom the power 
plant. 

Pinser Supply and Iluftn imraNe Purchase 
Obligations: AvjwthcPFA with Cogentrix. 
the generating compan) ivohliged to operate 
each unit of the factlria at ail time* at a level 
of output at least equal to 68.493 pgr cent 
of (be unit capacity of each unit, except 
during periods of forced outages and 
scheduled outages and as otherwise 
permuted And the purchaser has to accept 
and purchase from ihr company all of (he 
faeday'selective energy pursuant to the terms 
and condu ions ot the agrexrmcnr Therefore, 
if unavoidable ctrcwmtancc* (lor example, 
safety risk* or probl ems whh a part of the 


system) prevent the plant from being 
operated, theSEfl would be Jotted la pay 
the monthly fixed charges in spile of there 
being no electricity delivery. Thus, such 
risks are transferred from the generator to 
the SBB. 

Plant Load Factor. The cost per kWh of 
electricity from these project* it computed 
onthebasisof an assuredcapacity utilisation 
of K5 per cent that is higher than that 
prevailing in the country at present. Like 
Enron. Cogentnx will operate as a base-load 
stulion. hence other power stations would 
have to hack down in the event of a drop 
in demand. (This would push up the costs 
of these other plants.) 

Risk-sharing: At present, a greater share 
of the risks seem to he borne by the purchaser 
(State Electricity Board) rather than the 
generator. 

(1) Completion and construction risks - 
There docs not appear lo he any risk to the 
generator of a penally lor mm-completion 
of construction of the plant according to the 
schedule <40 months i. Further, as (he entire 
impact of an increase of capital costs (nl 
equipment, consultation, insurance, etc) are 
being home by the purchaser, the risk nl 
cost-utcmins with any delay will not ailed 
the generator. 

(2) Fuel supply/pnce nsks - A number nl 
‘Qualified Fuel Suppliers' will he identilicit. 
Irom whom lucl (according to the required 
specifications) could he purchased. Criteria 
for the selection of the most favourable bid 
have also been listed. While the gem-ratmi: 
company ha* to ensure the availal. .. o| 
suitable loci, it is compensated lor this by 
a fuel management lee. Payment for the 
cmirc fuel-cost is by thedecfnerty-purch.i'cr 
who bears ihe risk ol nsc in luci-prii.es 
<3) Risk ol under-utilisation ol capacity 
The Taril't Heal Rate .igrccd upon m itn 
PPA withCogenmx is considerably hiphci 
than international rales, this woulji 
compensate lor the increase in heal rates ih.n 
would result Iront the plant being nm .it 
reduced capacity Hein e, ihe generator does 
not suffer from this risk 

|4) Risk due to ‘Government Force 
Majeure' - 'HoreeMojeure' event*huwKvn 
listed in the PPA. These pertain to 
unctiiUniHablceuxainwtanccssuchasruttural 
tbiosterv Insurance coverage willbcobtaowi 
for such cadaoulics ami the premia will be 
paid for hy the purchasing utility. I lowcvci 
the purchasing utility t» not under an> 
orcumstanyo relieved of rix obtigatuxi i" 
pay money due. 

Financing: Cn gc nt n x ha* been attndpri" 
amrpfctecriostmciairtemirclyiindebtc'diu 1 ' 
will he brought in only during the first scat 
of commercial operation Thi* 
athrantagemt* to them (venose mtcreu <»• 
debt i* payable c«« dbnflg corwouti" 1 
while return on equity will commence •*** 
from the dale ol eommtssrrmwg 



Since the interest rates (on debt) me a 
component of the Monthly Fixed Charged 
Kates which are reimbursed by (he utility 
purchasing the electricity, there seems to he 
no incentive for the company generating 
etcet riciiy loohtain the lowest possible rales. 
(If the interest burden were to be home by 
the generators or even shared, the attitude 
may have been different). 

Environmental Hautrds: Cogcntrix has 
mil prepared the environmental impact 
assessment (EIA) report as yet ** This is 
particularly csscnliaftis the plant will depend 
solely «*n imported coal which has a higher 
sulphur content than Indian coal. 

VIII 

Enron-type Deals Will Only 
Aggravate the Electricity Crisis 

In analysing the nnpaii «>l Enron-type 
deals »n the capital uists of the electricity 
system (described tn Sec lion II) that 
motivated the search loi foreign private 
investment, .mention can be locuccd on the 
tsisic equation (Section III) lor Hie annual 
investment required for electrical capacity 
expansion 


III) s Ed-1) sax gtGDPl x ITOP 

* F.it-1) x gtf'APi x ITOP 

Hy pushing up t ’COP. the capital costs and. 
ihetcfctrc. the unit cost ol power, lor a given 
investment. 1. the growth rate in capacity. 
g{CAP). IS much less titan it would have 
hoenil indigentiusc aptt.il c nets had prevailed 
The country lui\ got lay da I'n ill < n/’at ilv 
th/in the det tsum-itutLrrs hoped fur 
Also, the < i>»'-ii\ box not got the iv;>< 

,i/ electrical cafun tl\ it «< rded In almost 
all the states, the shortage ol peaking 
capacity is approximately double the 
shortage ol base-load capacity On the 
supply side, therelore. the lost requirement 
is lor peaking capacity thiough peaking 
plants. But. many ol the plants based on 
foreign private investment, lor example, 
the (ogemnx plant, jre lor c lul-havcdbasc- 
load platus which will not eliminate the 
peak toad shortage 

The Enron plant for Maharashtta may he 
ol the right type because gas- or od-hascd 
generating plants are quicker to start and 
hi mg on load than steam-based plants, and 
their operation and maintenance costs are 
relatively higher. Therefore, it should be 
used for peak-toads rather than base-loads 

Bui. hy Assuring the plant the P urih “*' *’ 
us electricity at very high PLbs.« » 
forced to tun rn • ‘base '" 11 ' jn 

higher cores are underwritten by giving 1 

a founts tor running at high i’l.Fs n 
efficient electrical system, the peaking 
plants with high running cores 
exunpetittort with cheaper base • l‘ , » J P* 
and shut drum. But tn the C(tsc 

thedit-nCTnnr ni exofrunninpfvakmgpl 


in the base-loud mode are being 
compensated through the PPA with bonuses 
that reward these plants for running in an 
unorthodox manner. 

This would result in uneconomic plant 
dispatch because the existing (and possibly 
more economical plants would have to he 
backed downduringthc daily oi l-peak hours 
and Ihe monsoon season, and even 
periodically shut down, to fulfil the 
contractual obligations of the PPAs to 
Enron. 1 * Thus, the PPA lias u damaging 
effect on the pcrjumiance of the rest itf the 
state’s electricity system. 

it is clear that in the desperate bid to 
bring m foreign investments to address the 
capital crisis of the power sector. the 
dccision-makcrs have forgotten that the 
electricity system also has a technical 
performance crisis. In fact, they are tackling 
the capital crisis in a maimer that will 
male thr technical performance of the SUBs 

c\en worse hy forcing the SEB plants to 
cither hack down or shut down thereby 
reducing even further their average plant 
utilisation factor. 

It is not only the technical performance 
that will deteriorate, the financial pasitum 
of SEHs will also worsen drastically. With 
the high and increasing price of electricity 
Irom projects such as Enron, the SEBs will 
Imd that the onlv consumers that ean pjy 
lor this expensive elect ncily arc the industrial 
consumers. So the SEBs will more and more 
be left to sell their electricity to the lower 
tan 11 -pay ing consumers and i f present trends 
continue they will be left with the consumers 
(hat contribute most to their losses, pumpset- 
owners and the politically influential 
domestic consumers. Whereas at present the 
SEHsuscthc revenues from the higher larift- 
paymg consumers to cmss-subsidtse the 
lower turill-paying consumers, in future. 

those revenues will have loused to subsidise 

the Enron-type project. Thus, the financial 
pertormancc ol the SEBS will deteriorate 
further. 

In short. Enron-lypc deals will aggravate 
both the technical and financial components 
ol the performance crisis of SEBs. 

In this context of declining performance 
oi SEBs. the impact of the inevitable rise 
of prices must he taken into account. 
Customers will tun take kindly to these price 
increases, they arc bound to protest and even 
reM.lt particularly when it becomes clear 
that there were cheaper alternatives. The 
equity ensts will also be aggravated because 
those w ho cannot afford electricity now will 
he able to afford the high-priced electricity 
of the future even less. 

If the mendicant' s approach had not been 
adopted by the electricity establishment, 
there was a chance, albeit remote, that the 
capital ensts may have induced it to took 
at the new paradigm approach. The 
establishment might have realised that the 


annual investment required lor capacity 
expansion could have been reduced by 
decreasing the product (a x UCOP) 
through more efficient generation, 
transmission and distribution of centralised 
electricity, decentralised generation ol 
eleetrieily and end-use cllicicncy 
improvements. The temporary glut of post- 
Enron-type power projects will create a 
euphoria in which the product (a x IJCOP/ 
will continue to be taken as unchangeable 
and attempts to promote efficiency 
inuiroventent and decentralised generation 
will he considered less tuul less. 

IX 

Enron-type Dealt Jeopardise 
the Country’s Future 

The Indian electrical-equipment industry 
(BHEL) has been built over the years to 
strengthen national self-reliance inelcci ricity 
generation. BHEL has devclo|ied a high 
level of technical expertise particularly in 
relation to coping with the country’s poor 
coals with high ash content. BHEL has also 
built a large reservoir of highly trained 
professionals who can undertake all aspects 
of electricity generation projects. All this is 
a extremely valuable national asset. 

In promoting Enron-type deals, the 
decision-makers have spumed'andhy-paxsed 
the precious usset of a mature nutirmal 
electrical-equipment industry apparently 
unawareofilsimmensc value uithceleetricity 
system. They and their foreign advisors have 
treated India on par with countries which do 
nor havethisasset. Theirpoficyof neglecting 
this industry in favour of straight imports 
of foreign equipment will severely damage 
morale in indigenous electrical-equipment 
industry and may even icad to its being 
dismantled and :■» human resources being 
frilterc away. 

In the estimates of the World Bank. India 
Country Department, the choice of fuel at 
Enron has been inappropriate. “Even when 
taking into account the fact that India will 
lace increasing difficulties in meeting the 
growing demand for its local cxval and gas. 
and allowing for the differential costs of 
emission controls, imported coal-not 
LNC - would appear to be the jtext heal 
option for base-load generation."' 

When the foreign exchange outflows on 
account of Enron-type deals are estimated 
in a social benefit-cost analysis, it turns out 
that these will be a significant drain oo Bm 
economy, and that this drain will grow rather 

than diminish. Thus the Woriting Group has 

shown with respect to the seven foreign 

investor power plants studied that “the annual 

outflow from the SEBs to the FIPPsfoc there 
projects will be of the order of Rs 5.(w 
crore” and "if tariffs are not raised, the 
additional tosses will be of the order of 
Rs 3.700 crore"* 
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X 

What Is to be Done in the Short Term? 

Much of (he controversy in the media 
about the Enron deal and others of its ilk 
centres on the costs and hcnelits of going 
ahead with these deals. On the one hand, it 
is pinntod out that the country's image has 
already suffered from the questioning of 
these deals, and the image will suffer even 
more drastically if these deals arc terminated 
or tv-negotiated. 

An example of advice on these lines is 
provided hy the interview"' with the 
Chancellor of the Exchequer of UK who 
said: . The Enron controversy is a setback. 
It changes the whole contractual status of 
the parties concerned. From the intemM i< mat 
point of view, such a thing is never done 
by governments. It has a tremendous 
negative effect of sending a message to the 
international investor community that 
there arc uncertainties in the whole 
system. Investors abroad will start 
doubling the continuity of economic 
reforms. This will vitiate the climate for 
long-term investments.. 

On the other hand, some analysts have 
argued (hat. in the long run. the casts of 
going ahead with these deals arc too high. 

No view is taken on this question here 
except to say that (his is a standard problem 
in management practice - whether to keep 
adefeetive system going or to replace it with 
a belter system. The problem has to he 
resolved by looking at the costs and benefits 
over the entire life of the system. 

If the life-cycle benefits arc greater than 
the life-cycle costs for the Enron deal (and 
iNhcrs of its type!, then it is essential to 
make the best ol the bad bargain and go 
ahead with the first phases of these projects. 
Perhaps even at this stage, attempts could 
be made to secure modifications so that the 
priced docs not have such severe negative 
impacts on the rest of the system, forcxamplc. 
furring the base-load plants of the system 
lohack down toassurc the Enron-type project 
bonuses fur high plant utilisation. 

Livmg with Emm-type piano may involve 
rabMf prices even to the marginal costs of 
generation. There are two aspects to be 
considered. Firstly, die marginal emu must 
he famine: they amt not he computed by 
including avoidable capital and running 
costs, wasteful expenditures and technical 
inefficiencies. Secondly, the negative 
reaction of consumers to price increases 
must be taken into account Fortunately. the 
real concern of consumers is expenditures - 
and not tariffs /w te. Hence, consumers are 
unSkely «*$«i to these price increases 
U they are offset with efficiency iuprun- 
areata resulting in lowered consumption 
bec au se their expenditures win remain die 
same or even decrease. The guidetitu 
therefore it to implement efficiency 


impnn'mtents as n mams of petting the 
/rrites right which ix exactly opposite to the 
conventional wisdom of getting the prices 
right to promote energy conservation. 

If the life-cycle benefits of Enron-type 
deals are less than the life-cycle costs, it is 
advisable to cut one's losses by terminating 
the system and replacing it with something 
better: otherwise, it is like throwing good 
money after had. There is hound to he a 
damage to the country's image in the eyes 
of foreign investors but this has to he weighed 
against the long-term benefits of making it 
known that the country has a vigilant and 
knowledgeable public and therefore deals 
have to withstand open scrutiny in an age 
when the photocopying machine has 
revolutionised access to so-called secret' 
documents. Also, the country's position is 
not as abject as is made out - the market for 
expanding electrical capacity hits collapsed 
in the industnalised countries and their giant 
equipment manuiuclurcrs have to find 
markets in the developing countries, 
punnulariy in China and India. 

in searching for alternative solutions, it 
is important to realise that genuine solutions 
ore those iJtttl simultaneously resolve nil the 
crises of the elet tneitv system - 'he crisis til 
capital, pcrlormancc. cquity/acccss and 
environment, dilutions that focus on only 
one of these aspects, for example the capital 
crisis in the ease of Enron-type deals, arc 
sub-optimal and defective solution' that 
aggravate other i rises. In particular, special 
attention must be paid to the performance 
crisis of SEBs - tint solution such us htrtm- 
tvfw ileitis ihnl do not result in in>i>nnvig 
the technical ami financial tH-eformimce ol 
the assocuUril SKH ts a wrong solution and 
should he rejected. The constant concern 
should be with whai the deal will do to the 
associated SEB. 

Ancqualty important concern istbeimpact 
on the electrical equipment industry in 
general and BHEL in particular. For instance, 
if the concern is to upgrade the technology. 


there could he jotht ventures hctwxx 
intern at tonal electrical-equipment | 
and BHEL xo that BHEL grows wfi 
import of advanced technology. In a 
on India's Bower Sector, it was foun 
although substantial cost increases hat 
incurred ’>y BHEL, to meet interna 
specifications, thctrboiicrx and turbine! 
"cheaper by almost a factor of two in 
of these cases''.''" Thus, any solutioi 

Awruour 2. CxsifAi. Costs of Emm 
IDamn*. Pnwt-a Ci imsan v) 6US MW Pi 
(in Its 


l .and 7: 

Turnkey construction cost 170 

Miscellaneous fixed uxsets 5 

Pre-operative expenses. 

Insurance (foreign companies) 7 

Upfront fee" 7 

Legal expenses I 

Financial advisor s fee 1 

Interest during construction vs. 

Operation support i 

Others t 

54' 

Import duly (• Jo per cent Mai I fit 

Additional taxes 41 

Contingenc y charge I fit 

'Development fee’ to pniimuers 
<WJ *i |vr eem ol ptoK'CI eostMhl M 

Technical consultancy lee 
to 'Owner’s Engineer ic) V 

Preliminary expenses 6: 

Working capital M" 

Total U)2V 


.Vn/n U) Implictlvalucol nnpurtvdcquii 
=. Ks S4I IXcrorc 
Iht tJlcr ik’kied 
tel Oflshore Power Operations (' 
Enron Mamilius Sen revs Co 
Id) Without the developtmni fex 
total cost would he Ks J.*MJ fi 
Sourer Annexunr XII. Detailed App 
Note. II )HI. quoted by N Han 
in Business I.me. April 2 1 
and Frontline. April 7. I vox a 
P PumLavaxtha in f-.l’H' 
15. IW5 
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demines. nuker dm strengthens. the 
pocily tuttl human rrvutnes of the 
•ligentm electrical apd/uneiii tndu.xtrx is 
■ itiwcccfuaMc solution. 

Of particular relevance is the impact nf 
iron-lype deals on Ihc outflow »| loicign 
change anJ (he country's balance ol 
yincttls. It must he established ih;U ihc 
xuieily Ihtm these protects will lc;ul u> 
l* inflow nl moreforcigitcxchangeihiough 
ports than the outflow lor imported luels. 
His. any solution Int.sed Oil nn/unled fuels 
til will not yield a /nisiihr net inflow of 
reign exchange is mil in the iniereMs of 
e country . 

What has come mil very dearly from 
iron-type deals is lhai nuijoi dei ision.x 
<ch as the exfXMMon of services provided 
electricity should not he left solely to the 
mceived ministries. In the ease ol Knron 
id other similar deals, they have shown a 
itvcte that is .isioundmg and a lack ol 
iprecialion ol the mulli-l.iccicd ehar.ieter 
die problems ol the eletine.il svstein 
Xause lin.iiH.es and loteigtt exchange are 
solved. I he litunse mmisiiy should also 
he brought in It is m laet ueiessaty to go 
nuieh lurthei The tlet isions are i«oitiipoii,utt 
lo he left lo government inmisirics There 
should he publie part it i pat ton in denvort- 
maktng so ih.it die enormous amount ol 
lalont and ex|x;rtise ihai dus country is 
enthiwed with can be utilised lor iniprov mg 
the decisions. Note must he taken ol ihc laet 
that the person.i) eompuiei h.is demot r.iiised 
expertise so that even siudents can become 
experts. A tremendous heuelu tr«m ihc 
Ivin on eomroversy is the debate that n lias 
generated and the awareness and expertise 
lhai hits tleveloped in (he country 
Hut lor the resources ol ihe public to be 
hrotighl lo hear on the problem there must 
K i ontfielilive In,Ming. mlormainm on the 

Ansu xcii 1, t’trrrsi Crisis 01 On suns 
iMxm.moui bi*l* Coviftst l 1.000 MW 
(*imu •llxtin Tiiihmvi Pt \si 
I IU97 Is Si imi i Cii'isl 

Oil tt\ i tore) 


CunsirucOon and equipment 

Ininutradure 
Insurance and freight 
Turnkey fees am) expenses 
Duties and laces 
Prc-opertr tonal expenses 
Engmeenng 
Bank engineer 
Pittance expenses 
Legal and accounting 
Sponsor development expenses 
bofeet maMgrtucnt and support 
Contingency 

tiHcnm during construct too 

Thu) 

Sourer: Techno economic feasibility report nl 
January 1995. quoted by S Mahubngain 
and P Menon in Husou" 1 ,Hf 
Mmh .11. IW 
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projects must l,e freely available and there 
should In- , ample,e transparency oj the 
proi ess andproihu i In the V 'S. the homeland 
ol Enron. Cogeninx. etc. there i, a practice 
ol public hearings on such projects 
particularly with regard to the rales and 
environmental impacts. ()| course, discus- 
sums ol such projects arc meaningless 
unless there are choices and alternatives 
are considered. 

Finally, d the country is hcil-hcni on 
uuraciing foreign investment at high costs 
and questionable benefits, u should at least 
level ihe playing field, oiler minimum 
guarantees and stimulate global competition 
tor companies to supply power and energy 
rather than (his or that technology. [| ihis 
is done, one ol two outcomes are possible. 
The first will involve hundreds ol ’Enrons' 
responding and do/ens ol technologies 
competing lot a real market TV second is 
itvu iliere are imi lakers in which cjsc the 
country w ill know that if il wishes lo altracl 
such loreign invesijnenj. u has j„ „l)er an 
even higher price 

XI 

New Energy Paradigm: Solution for 
the Long Term 

From a long-term poim ol view. the 
genuine solution lo Ur- crises ol llicclcclncily 
sy stem is a shill iodic new energy paradigm. 
In llns pur.uhgnt. firstly, die enipluis's must 
shill liooi eneig i / iHi.swiipiion lo energy 
si is ii i s us an index ol denio\nnent. Wh.il 
human beings want is not energy /ier se in 
the sense ol kilowatt hours, joules or 
kilocalories, hui the services lhai energy 
pros ides in the sense of heal lor cooking. 
illumm.it ion. wJimih.mohility.cte.Thc shift 
in emphasis from energy lo energy services 
is not a semamicinck because energy services 
s,ui he increased by increasing energy 
supplies and energy consumption or/and by 
improving cl liciency. Which isabctieroption 
depends upon ihc relative cosis.ennvenience, 
eic. but Ik - important point is that elfu ieney 
mipros emails must be brought into ihe scope 
ol increasing energy services. The discussion 
must not he restricted only lo expansion of 
energy supplies. 

All this goes buck to the expression for 
the annual investment required to expand 

electrical capacity: 

|(U = (FJt-l) x g(GDP)| x a x UTOP 

from which it is clear that three inlet ven- 
Iions musl he pursued: (II increasing I to 
expand electrical capacity. (2) decreasing a 
through el liciency improvements and (3) 
decreasing UCOP through cheaper 
conventional centralised technologies and 
sxist -effect i vc non-con ventkmal decentralised 
technologies. 

Whereas there arc 'fundamentalists’ who 
argue vilely in favour of one or the other 


of these categories ol mici semuuis 
conventional centralised technologies or 
non-convcntional renewable dceemrahsed 
technologies or ellicicney improvements - 
llie rational uiiproaeh i.x lo identify a least- 
cost“ nti.x of these litre,- potential 
contrihiiliims to the e.xjiansion oj energy 
services. The methodology of identifying 
this mix is based on Integrated Resource 
Planning which incidentally regulatory 
commissions have made mandatory lot Ul 
out of 50 Mates in the US. 

It is this emphasis on energy services 
(rather than energy consumption) and ihc 
pursuit of Imcgnitcd Resource Planning 
that is the essence of the new paradigm 
necessary in provide the long-term solution 
in ihc capital, performance, equily and 
environmental crises threatening Ihe elec¬ 
tricity system. Unfortunately, ihc critiques 
of the Enron and simitar deals have not 
been set in the context of the paradigm 
shill that is taking place. The Rnron deal 
is representative ol the dying convcn- 
lional paradigm preoccupied with a 
growth-oriented supply-sided eon- 
s.implion-foeuscd (GROSSCON) ap¬ 
proach. (Incidentally. Ihe dictionary says 
that 'gross' means 'flagrant' and 'con' 
means ’confidence trick’.| Thus, the 
GROSSCON paradigm is a flagrant 
'coiilidcnec trick’ which is getting more 
and more exposed as detective and unable 
to deliver the goods. In that sense, such 
deals arc more symptoms than the malaise 
itself, and the malaise is the GROSSCON 
paradigm. Hie priority task is lo get the 
paradigm right by shifting to the new 
DEFhNDl'S paradigm based on a 
development-Incused end-use oriented 
service-directed approach. 
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Dabhol Project PPA 

Structure and Ifechno-Economic Implications 

Girish Sant 
Shantanu Dixit 
Subodh Watte 


, ^emat(PPAi between Dabhol Power Company (DPC), the Enron subsidiary 

wfocft putting up the Dabhol power project, and the Maharashtra Electricity Board (MSEB). The different aspects of 
the PPA are examined and the techno-economic implications brought out. 

onflfyju shows that contrary to the claims of DPC. the levelised tariff for DPCs power will vary from Rs 3.44 
per knntons 4,o(i per k wfl dependmgon theprice of oil, the plant load factor and the rupee-dollar exchange rate. For 
P oWeT fi v ^ DPC10 be noble for MSEB, ifuTatteFs average tariff will have to keep rising by over 14.5 per cent per annum 

,hf .^ ear „ Pen0d And ' JUS ' on account °f ^ bloated capital costs of DPC and the abnormally high profits assured 
to it, MSEB will end up paying Rs 225 crore extra per year. 


IN the debate over the techno-cconomic 
aspects of the Enron controversy, at every 
stage new information, arguments and 
allegations are being provided by both sides. 
To help resolve the ensuing confusion, an 
indepth Study of the original documents is 
mandatory. Among various documents, the 
power purchase agreement (PPA) is ihc heart 
of any independent power project (IPP). It 
guarantees market for power produced by 
the IPP and the tariff at which it will he sold 
to the purchaser. The PPA creates a legal 
obligation on both the parties to perform the 
previously accepted tasks in a predetermined 
manner. 

This paper presents an analysis ol the PPA 
between Dabhol Power Company (DPC). 
the Enron subsidiary handling (he Dabhol 
project, and Maharashtra State Elccincuy 
Board (MSEB). The analysis is carried oui 
in the techno-cconomic perspective and does 
not deal with issues like environmental and 
legal ones. The purpose of the analysis is 
In clarify the structure of (he PPA and its 
Icchno-ccttnomrc implications An attempt 
is made to evolve a methodology m analyse 
such issues. Apart from (he PPA. (he analysis 
draws information Irom othci publicly 
available documents and communication 
with MSEB. The fir« three- sections ol ihi.s 
paper elaborate various aspects ol ihc 
structure of the PPA, while the laitcr lour 
sections deal with ihc important icchno- 
eomoron: implications. 

Since, a lot has been written and said 
about the DPC project, a certain level ol 
knowledge of terms and issue' i' 
assumed. To limit the length and reduce 
complexity of the paper, the paperis uk used 
only 00 die fti-d phase ol the protect with 
W5 MW capacity and using distillate oil 
as fuel 

14 Safe* ffccta abort PPA between 
DPC mi MSEB 

Thtaaenitmdoicrihn. some important 
about DPC and PPA in order i« danly some 

mtK-oocepticat*, 


The DPC plant is a build-own-operate 
(BOO) type of plant. The PPA between DPC 
and MSEB was signed on December 8,1993 
and was later amended on February 2.1995. 
The PPA assures DPC that MSEB will buy 
power from DPC for 20 years and make 
payments at the negotiated tariff. Afterexpiry 
of the contract, MSEB has an option of 
buying the plant from DPC. The method to 
compute this cost is not fully spelled out in 
the PPA 

The PPA assures MSEB that DPC will 
construct this 695 MW (625 MW base and 
70 MW peaking) plant in 33 months after 
the financial closure. The financial closure 
was effected vmietimeduring February 1995. 
DPC assures 90 per cent availability of the 
plant For calculating tariff a minimum 
efficiency ol 44.9 per cent for base load plant 
and 2X1 per cent for peaking plant will be 
considered 

The cost of luel will be passed on to 
MSEB Enron Fuels International has been 
appointed as the fuel manager, and will he 
responsible lor identifying the least cost tuel 
supplier. It will he paid $ 2.5 million per 
year by MSEB, through DPC. for doing this. 
MSEB can exercise control on this process 
and DPC will need MSEB’s approval for 
ihrse purchase contracts 

All contracts during the construction period 
also need to he approved hyMSEB. However, 
MSEB is allowed to object only if plant 
specifications arc materially (Irom safety or 
economic point of view) harmful to its 
interests 

The PPA docs not specify capital cost of 
the project. Change in capital cost (either 
decrease or increase) will not he passed on 
10 MSEB. But change in costs due to change 
in customs duty and other taxes will be 
pu>scd on to MSEB The new government 
of India (HOI) guidelines (which assure 16 
per ccni return on equity, etc) are not 
applicable to the DPC project and in thiscase 
Jan ft is based on negotiated values agreed 
mutually bv DPC and MSEB. Hence, the 
economic analysis ot the PPA and 


comparison of DPC's expected profit with 
the GOI guidelines become essential. 

2.0 DPC’s Performance Guarantees 

and Related Penalties 

One of the mam planks of the pro-Enron 
argument is the various performance 
guarantees from the DPC and the related 
penalties it has agreed to pay in case of 
default. As per the PPA, DPC will pay 
penalties for late completion ol plant, short¬ 
fall in capacity, and efficiency lower than 
the agreed valu'-. Additional penalties are 
applicable in case the plant availability falls 
below 90 per cent. This section fists and 
analyses these guarantees and related 
penalties. Table I shows the payment by 
DPC to MSEB and by DPC’s contractors 
to DPC for failure to give specified 
performance. It must be noted that the 
agreed parameters, when these penalties 
become applicable, are different for DPC 
and for i*’s contractors. The implications 
of these penalties arc given in the next few 
sections. 

2.1 Guarantee against Delay in Cor.struction 

DPC assures plant construction within 33 
months. If the plant construction is delayed 
beyond 33 months, for first six months of 
delay, DPC will pay S 14.000/day (Rs 0.64/ 
kW/day) lo MSEB. After first six months, 
the penalty will be increased to S 1.10,000 
/day (Rs 5/kW/day). This is on the lower 
side of the range (Rs 5 to 7/kWfday) 
prescribed by Vanguard Capital, the 
consultant to government of India (GOI) 
[Vanguard Capital 1994[. On the other hand, 
as per the construction contract signed by 
DPC with Bechtel and General Electric 
(called contractor). DPC will receive much 
larger penalties from the contractor. The 
contractor assures construction in 33 
months, and for the delay up to six months, 
contractor will pay $ 250.000 per day to 
DPC and there after $ 3,40.000 per day 
[IDBI I994[. In effect. DPC will retain 
nearly S 2.30.000 per day after paying 
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Ftouw I: Sntwn** or DPC Tajuit 
C apacity Chape 


s 


$ <54.0 per cent) 



$ 


Base capacity 
charge (51.4 per cent) 


Peaking capacity 
charge (2.3 per cent)* 


Insurance 

payment* 

(I S per cent) 


LNG default 
rebate I 1 ) 


Ri 



S 


Rs debt Capital recovery charge 

service RRCRV RRTCR*. RRRCR 

(5.3 per cent) (36.5 per cent) 


| Ks/S 

Operation and 
maintenance (O and M) 
(7.8 per cent) 




Energy charge 




S 

(46 0 per cert) 

s 

S/Rs 





Fees for 
special 
operations 
|0.7 percent) 


Variable 
Oand M 
(0 3 per cent) 


Otl take-or- 
pay charge 
'( -) 


Delivered 
energy payment 
(DEP) 



Base 

(42 7 per cent) 


Peak 

(2 3 per cent) 


Sous The values in parentheses mdkite (he share of (hat component in total payment of Rs 1.299 

crorein IW This calculation for bate case defined m (he teat assumes 90 per cent PLF of 
base capacity (62' MW) and 27 per cent PI JF of peaking capacity (70 MW) 

- S and Rs symbols indicate the predominant currency in «iuch payment will be denominated 

- * indicates a 4 per cent back loading (an increase of 4 per cent per annum) 


penalty to MSEB. This sum of $ 2.30,000 
u sufficient for DPC to meet the daily 
interest payment on all debt and allows an 
additional margin of Rs 13 lakh per day for 
other expenditures. In effect, tn case of delay, 
DPC pays nothing from its pocket, neither 
as interest on loans nor as the much talked 
about penalties to MSEB. Contractor's 
willingness to assure such heavy penalties 
ro DPC also indicates that guarantee for 
constructing such a plant in 33 months does 
not involve a big nsk 

2 2 Guarantee against Shortfall in Capacity 

Between DPC and MSEB. the plant will 
be considered eontamamned only if tt can 
operate at a nummum of R0 per cent of the 
nominal capacity fi e 80 per cent of 695 
MW «S56MW}.ln,0kK.Ute«MniruM)tf)ncd 
capacity is more than 80 per cent of nominal 
capacity hut lets than the nominal capacity 
<695 MW), DPC it allowed tn make 
ra et t fiewro n* in (he plant, within 12 months, 
to raite the capacity up to 695 MW. If it 
fails to do to even after 12 month*. DPC 


pays J HXVkW of capacity shortfall. This 
is nearly half of the penally amount ($ 185 
to 200/kW) prescribed by Vanguard Capital 
in such cases. 

As per the PPA (Schedule I), the capacity 
being built at Dabbol is not 69$ MW but 
725 MW <4 4 per cent more than 695). DPC 
will oot accept the plant from its contractor 
if the capacity is below 696 MW. And the 
penalties for delayed construction (described 
above) will apply to the contractor. If plant 
can produce bet ween 696 MW and 725 MW. 
DPC will accept the plant, but the contractor 
will be expected to make modifications in 
the plant to rauecaqpctfy to725 MW. Dunn* 
this period, DPC wifi receive Rs 21/kW/day 
for the short fall below 729 MW. 

if the contractor fails to deliver 72S MW. 
DPC get* $ 1,892 per kW of capacity 
shortage. It can be recalled that DPC pays 
only $ 100 per kW as penalty to MSEB (for 
shortfall below 695 MW). In effect DPC 
earn Rs 6 awe pa MW of the rimnMR 
(below 725) but pays MSEB uaiy Rs 0.32 
crore/MW for shortfall below 695* 


if, for example, the final capacity Is onf 
700 MW, then DPC will receive 8 21,86c 
per day from the contractor and, further, i, 
case of failure of the contractor to upgrade 
capacity to 723 MW. DPC will also receiv 
S 47.3 million. However, DPC will not pa 
anything to MSEB on this account. Rathe 
DPC has a option of selling this additions 
5 MW to MSEB as described lata. In sue) 
cases, DPC make profits and not losses! 

2.3 Guarantee for Heat Rate 

At full load and standard conditions, th 
GE (General Electric) equipment iscxpeclei 
.to operate at an efficiency of 53 per cent 
Despite this claim, the GB guarantees DK 
a maximum heat rate of 7,243 Btu/kWh 
called Guaranteed HR. i e. an efficiency <> 
47.1 pa cent. Heat rates are bated on highc 
heating values and are defined forexportahl 
energy. The heat rate is defined as fur 
required to produce one kWh of electricity 
hence higher the heat rate, lower (hi 
efficiency.) If heat rate is is more, contraciw 
will pay DPC $ 1,21,000 per Btu/kWh ni 
the increase. DPC will not accept plant from 
GE if the heat rate is higher than 7,53) 
However. DPC. in turn, promises MSEB i 
heat rate of 7,605.* 

If the heat rate increases beyond 7,605. DPC 
will absorb all the incremental fuel cost Hut 
as per the design and the construction 
contract, the heat rate will be far Iowa ihw 
7,605. If heat rate is Iowa than 7,605. (her. 
DPC gets the bonus for this. Thus h> 
guaranteeing a considerably Iowa value ol 
HR. DPC assures itself a bonus for m 
normally expected performance. 

To illustrate the point, if the plan. 1 
achieves a heal rate of only 7,500. DPC' 
will get $ 31.1 million from contractor n 
compensation for lower efficiency, but wili 
simultaneously receive a bowus of $ 2 2' 
million per yea from MSEB for higho 
efficiency) 

DPC may ague that over die yeas with 
continuous usage, the plant efficient) 
drops and the heat rate increase* and 
hence DPC’s assured maximum heat rate 
of 7609 for the comma period of 20 years 
is a reasonable otter. However, first, tlv 
expected deteriorated inefficiency (hear 
increase in hem rate) it fa less and. second 
if such a sharp rise in the heat rat c n 
expected, DPC could have assured an 
increasing heat rate ova the project pennd 
instead of the flat one h has assured no* 


2.4 Assured Plant A vait a Utit y 


If the plant avaUaMBty is Mow 90 per 
cent. DPC wilt give a t ab le K> MSEB M 
availability in the mage of tt |o 90 pet 
the capacity payments will decrc** 


The Mat raw 


vttot* 

TV 


hmtnrtkOifinMHkMiMMrtdwrf^ 
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p ra portk m oHy. la other words for each per 
cats point decreuc, the yearly capacity 
chatget reduce by $ 2.2 million. But if 
availability I* even lower than 86 per cent, 
the decraueio capacity charge will be at 
double that rate, i e, $ 4.4 million per year 
per per cent decrease. 

But an availability of 90 per cent for gas 
turbines is an international norm and not 
something extraordinary. In addition, 
according to the DPT's arguments, us actual 
installed capacity being higher than 695 
MW (725 MW), the effective availability it 
is promising on 725 MW is much lower than 
90 per cent, which could he easily achieved 
HDBI 19941. 

To sum up, the said commendable 
performance being assured by DPT needs 
to be viewed critically because: (a) In many 
cases, DPC assures a performance (plant 
capacity and efficiency, for example) that 
is lower than what is achievable in the worst 
case. Thus, even if plant performs as 
expected, DPC automatically gel bonus lor 
•good’ performance, (hj Further, the sti- 
cailed ‘stiff penalties' that DPC is said to 
have promised to MSEB arc negligible 
compared to those it is getting from its 
contractor. Thus DPC has thoroughly 
sheltered itself from any risk burden Rather, 
it has manoeuvred itself into such an 
enviable position ih.it, in many cases, it 
stands to gain handsomely even it it fails 
to attain the performance standards. 

3.0 Tariff Structure 

The price ol electricity from DPT is 
often quoted as Rs 2 4/kWh Many attempts 
have been made to compare this price with 
that of all other projects a.ros» ihc hoard 
Before going into such comparisons, we 
need to understand (hat DPC tanll is not 
one fixed number, rather it re highly 
sensitive to many factors, and is expected 
to increase at a steep rate in future For 
most power projects ot SKBs in India, the 
tariff usually remains constant or increases 
only marginally with passage of lime. To 
understand (his crucial difference and its 
implications, it is essential to carry out a 
detailed analysis of the two-part tariff 
structure in the PPA comprising capacity 
and energy charges. 

This tariff structure described in PPA is 
<tepided in a simpler torm in Figure I The 
ilumbers in parentheses indicate the share 
of that component m the total tanlt lot the 
base one defined later 

3.1 Capacity Charge 

3.1.1 Components of Capacity Charge 

Opacity charge, the first component of 
Iht tariff, can be understood as similar to 
‘row’. It it applicable in full, il plant 
availability (for generation) of 90 per cent 
Undue>Od. However, it shmildbe noted that 
it it hr no way related to the Pl-F I*™ 0 " 


is a measure of the extent to which the plant 
actually produces electricity). 

Capacity charge includes various fixed 
charges such as: (i) Capital repayment 
(denominated in $ and Rs). The capital re¬ 
payment, the single largest component of 
capacity charge, includes debt service and 
return on equity. The debt service of loan 
in rupees is separately identified, while the 
resi of capital repayment is in dollars. The 
dollar component of capital repayment is 
back loaded by 4 per cent (increases 4 per 
cent per annum), (ii) Fixed operation and 
maintenance (O and M) charge (in $ and Rs). 
(lii) Insurance fees (in i). The insurance and 
O and M payments arc indexed to inflation 
(US or Indian inflation, as per the denomi¬ 
nated currency) (iv) An undefined quantity 
of rebate applicable in'ease of default by LNG 
(liquefied natural gas)supplier.ThcLNGdefault 
rebate is defined for sharing risk of LNG 
unavailability, hut it was undecided (up till 
Fymiary 1995) when PPA was amended. 


If the DPC plant runs as expected, the f 
added 9 MW base and 20 MW peaking 5 
capacity will fetch DPC an additional revenue ! > 
of nearly $ 5.8 million/yr (which would 
provide an additional 2 per cent return on 
equity). Power plant capacity derates as time 
passes, but the possibility of derating by 
more than 5 per cent is small. And as in the 
case of heat rate, this couki have been 
accommodated simply by DPC assuringonly 
695 MW but offering additional capacity, 
if available, at a nominal charge. 

3.1.3 Adjustments to Ca/Htriix Charges 

3.1.3.) Adjustments Our To the External 
Factors 

The major chunk of DPC's profit accrues 
from capacity charges. These charges are 
adjusted for a host of variables, such as 
(i) possibility of customs and sales lax 

Tablf 2. Tariff Sensitivity to ()h. Pricf, 

Rs/J Rate and PLF 


3-1.2 Hosts for Capacity Charge Calculations 

Capacity charge is defined in terms of a 
combination of Rs and $ /kW/hr The 'kW’ 
refers lo the kw of ‘Rated Plant Capacity’, 
and the ‘hr’ are 8760 in a year irrespective 
of the PL.F. The capacity rating is done yearly 
through a capacity test. Provisions for revising 
the value of 'Rated Piant Capacity’ arc 
specified in the PPA. (i) In case ol frequent 
and serious forced outages, the rated capacity 
is to be revised through repeated capacity 
tests. (ii) Tlie Rated C apacity could berevised 
voluntarily by DPC. in case of DPC's failure 
to make full Rated Capacity available for 
generation lor six consecutive months, and 
it DPC sees no chances of improvement in 
next six months. 

The capacity charges will be calculated 
hourly a ml paid in monthly instalments. If 
plant capacity exceeds 695 MW (as 
expected). M SEB has option, ar the beginning 
of each year, to either buy or reject that extra 
capacity If MSEB rejects it for the year, this 
additional capacity will not be available to 
MSEB during the year even in case of dire 
need If MSEB decides tobuy this additional 
capacity. MSEB will make corresponding 
additional capacity payments to DPC. An 
important point to be noted is that the 
additional capacity carries same charge as 
the first 695 MW. in fact, these should have 
been substantially lower, as DPC is installing 
th” additional capacity in the said capital 
cost i if Rs 2912 crere and will nol be spending 
anv more for this. 



90 Per Cenl 
PLF 

70 Per Cent 
PLF 

$ 4 per cent, 
oil -2 per cenl 

X 44 

399 

5 4 per cent, 
oil 0 per cent 

3.63* 

4 18 

S 6 per cent, 
oil 0 per cenl 

406 

4.68 


Nvter 14 pei .-eni = $ appreciate w r(Re <P 
4 per cent per annum 
Oil 0 per cent = Real oil price increase 
is 0 per cent per annum. 

etc 

* = base case scenario. 


Table 3: Exrfxit Payments bv MSEB 



Capita 

Cost 3.0 

(Rs Croie/MWJ 
3 75 

Yearly excess 



payme ,nRscr/yr) 

290 

225 

One-lime excess 



payment (Rs cr) 

1,350 

1,050 


Slott The reduction in corporate lax for the alter¬ 
native plant as compared to dial of DPC it 
ignored. 


Table 4: Comparison of Lcvelised Tam* or 
DPC anu Alternative Plant 

DPC Ahmutive Hum ’> 
1 75 Cr/MW 3CWMW ’ 

Base case PLF f 


90 per cent 
Second case PLF 

3.63 

. 3.19 

3.00 

70 per cent 

4. IS 

362 

3.45 


T aril i Penalties kir DPC and Contractors for Failure to Meet Agreed Parameters 


Parameter 

DPC Pays MSEB 

S 

Contractors P*y DPC 
S 

(TTTviay m construction 
ta) Up to six months 

M.OOQMay 

2JO,OOOW»y 

(b) After ax months 

l.lO.OOCVday 

J.bO.OOtVday 

l2i Shortfall in capacity 

temw 

1.892AW 


■''! 
i 

\ i 




ZJi 
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£ Miliioa. _ _ RsAWh 


Fiona* 2: Awiual Payment iv MSEfi - $oamvirv to On. Pwa* 



-+- Fixed Cost -CD- Totsi-A -■— Total-B 

Real oil pm c in $: A mrt increasing; H-decleasing 9 2 per cent per annum 


Ficuke 3- DPC Taiuit (at the Bdssak) SEJamvm ro PLF and Rs/S Ex Rate 



- O — PLFV0.J4 per cent -P— PLF VO. ifi per cent A PLF 70, J4 per cent 

PLF70 = 70 per cent PLF of base load plant; 

$ 4 per cent = $ appreciating 9 4 per cent per annum 


exemption, (H) change in corponue 
(income tax), (iii) SIR*, me fluctuatk 

(iv) change In government regulation^ 
regarding maintaining dividend reset 

(v) any other change in law/regulation i 
would alter DPC'* costs or require DP ! 
alter its business practices. The charges 
adjusted (presumably) to maintain DP 
profits in case of change in above variab 
Some important implications of th 
adjustments are as follows. 

If DPC wu granted customs and sales 
exemptions, the capital repayment cha 
would have reduced by 14.23 per cent. 
1997, this reduction would have been $2 
million. Due to decrease in corporate 
from 57.5 per cent to 46 per cent, the la 
has declined. This decline will materia 
only after the 8th year. 

While signing PPA, the terms of I 
loan to DPC were not decided. 7 
calculations assumed interest on Ind 
loan at 20 per cent per annum. In case 
interest rate is actually lower, it would s 
money, as is the case (IDBI interest ; 
on DPC loan is 17.5 per cent). This sav 
is not being passed on to MSEB. but is tt 
off by DPC and that too in dollars i imply 
a protection against exchange rate). * 
result is that the lower the IDBI interest r 
the more the direct profit to DPC. 

Ten and half years after commission 
of phase I, the 4 per cent yearly increase 
the capital repayment will cease, if GO| d 
not req-ire DPC to maintain a 'divide 
reserve - for paying dividends (i c. il C 
does not block DPC's money in banks). ’ 
capital repayment charge will then s 
declining at 0.42 per cent per ano 
Communication from MSER indicates t 
MSEB assumes that such reduction in ta 
will he applicable (MSEB I995|. But i 
not clear whether die GOI exempted C 
from this reserve or DPC unilaterally deck 
to provide this concession. This rebate 
been considered in our calculations to m 
at the ‘conservative' estimate. 


Fkajm 4. Estimation or Dwkt Pnom to DPC 



3.1.3.2 AvaiktMtty/Performance Hfla 
Adjustments 

Before going into the availability reb 
and bonus, we need to understand how 
aval lability is defined. DPT makes an hou 
declaration of available capacity T 
'Declared Capacity' is considered to 
actually available (available capacity. A 
unleu DPC fails to meet MSEB’s hou 
supply instructions (called dtspat 
instructions) If DPC can supply 95 per c 
or more than 95 per cent of MSB! 
instructions, die generation level aebtev 
is considered to he the 'A vailabtaCapaCi 
(AC).Bu( when supply is below 95 percc 
DPC has to prove that such a short) 
oc cur red despite lb best efforts and » 
unaware that such situation could occur 
DPC fails to prove this, it is eonsfdenx 





'Pil*eDed*f*k*'', and penalty ii to reduce 
Ac AC achieved ia put few days. 

The ‘Avenge Availability’ in any period 
U&eMioofavenge AC to the rated capacity. 

In effect, the ‘Falae Declaration' or supply 
lower than MSEB's instruction can lead to 
deemaed availability. And if this results in 
availability lower than the assured, DPC 
pays a penalty. If this average availability 
fails below the target value (i e, 86 and 92 
per cent for monsoon and rest of the year, 
respectively), capacity charges are reduced. 
The amount of reduction has been already 
diem*** 1 in section 2.4. 

In the PPA, there is provision for bonus 
for higher hourly capacity utilisation. The 
GOl guidelines does not allow such bonus. 
The DPC-MSEB agreement does not follow 
GOl guidelines. Bonus is defined for peak 
hours <16 hours) in peaking season 
(8 months). Thebonusisforhouriy'capacity 
utilisation’ in excess of target availability 
(TA). This bonus is defined with a complex 
equation. The maximum value of this 
expression, with present clauses, can be 0.2 
U>0.5 per cent of the yearly capacity charges. 
So, the purpose of such a complex equation 
is unclear. 

3.2 Energy Payments 

Second component of the two-part tariff 
is the energy charges This represent the 
variable charges and are nearly proportional 
to the PLF. It consist of (u payment fot fuel 
consumed <or deemed to have been 
consumed) called ‘delivered energy 
payments’ <DEP). (u) variable O and M 
charge: (in) lake-ot-pay charges for lucl 
supplies, and («v) special operation lees. 

The first part, DEP, is the largest laboul 
97 per cent) ot the energy payments. and 
t& dealt in detail later Jbe variable Odt.M 
charges, whtch ate small, are specified 
separately in VKWh and in Rs/KWh. and 
arc indexed lo US and Indian inflation 
respectively. If the fuel puts’hase agreement 
between DPC and the fuel supplier is ol 
'Takc-or-Pay' nature and M.SEB docs not 
operate power plant lor sufficient duration 
so as to consume the 'Minimum Take 
quantity of fuel, then the charges to be paid 
to fud supplier will be reimbursed by M SEH 
MSEB would approve the fuel purchase 
agreement. Whether the tuel purchase 
agreement has been signed and. it so. uhai 
arc ttt terms are not clear as yet 

3.2.1 Delivered Energy Payments 

The delivered energy pay morn i DEPi. ■ *• 
the fuoi charge, is separately avCounuM '«* 
the base and peaking capacity ■ rhedura » 
of operatwo of base and peaking plan • 

in ( tuns, decided hy MSEB * 
instruction*. 

3 . 2 . 1.1 Delivered Energy Payments .for 

flea*** fiwegv 

Par OnfcJflt plant of 70 MW. a lived heat 

me ofOlW BodVWh (, r. 28 


efficiency) has been agreed. Pud consumed 
for peaking operation is simply calculated 
by multiplying this fixed heat rate with the 
energy delivered by peaking plant. This fuel 
consumption together with price of fuel gives 
the DEPpeak. DEPpeak = Price of fuel x fuel 
consumed. 

3.2.1.2 Delivered Energy Paymentsfor Base 
Load Plant 

For 625 MW base load capacity, a 
maximum heat rate of 7605 (minimum 
efficiency of 44.9 per cent) will be considered 
for the payments to DPC. The expected heat 
rate is far lower as described in section 2.3. 
After commissioning, heat rate will he tested 
(TestHR). The heal rate used for calculating 
fuel consumed or deemed to have been 
consumed is called ContractHR and is 
estimated as follows: 

ContractHR = 7605 - max [0.7725 
x (GuaranteedHR -TestHREOJ 
where. GuaranteedHR is the heat rate 
guaranteed by contractors to DPC (7243 
Biu/kWh). 

This implies that DPC assures a maximum 
HR of7605, but if the operating HR is lower. 
DPC will not pass the full benefit to MSEB. 
For example, if plant operates at HR of 7243, 
the effective HR at which DPC will be paid 
will be 5 per cent more than aciual HR. This 
difference will be passed on to DPC as 
bonus. In this situation, DPC will gel bonus 
equivalent to 362 Btu/kWh of base 
generation. At oil price of $ 4.o3/Btu. this 
will he Rs 0.054 /kWh. At 90 per cent PLF, 
this is nearly $ 8.26 million per yew (equivalent 
to return on equity of 3.1 per cent). 

The GE turbines (frame 9FA), that are 
being used by the DPC, are said to have 
a 4 per cent higher efficiency than the 
smaller turbines manufactured by BHEL 
Urame 9E). However, the savings achieved 
due io this higher efficiency are taken away 
by DPC withoul even acknowledging it as 
’bonus' 

Adjustments to Contract Heat Rate: If 
the operating efficiency of the base load 
plant changes. DPC can intimate MSEB 
and the ContractHR will be recalculated 
through an efficiency test. The coniraclHR 
discussed above is defined for the lull load 


operation at system frequency of 50 Hz. 
As operating conditions change from time 
to time, the ContractHR will be adjusted 
for load and frequency. This corrected heat 
rate is calculated on an hourly basis, and 
is used for payment calculations. 

3.2.2 Special Operation Fees 

In addition to the above charges, MSEB 
pays fees to DPC for some special 
operations. The special operation fees 
include: (i) Fuel management fee of $ 2.5 
million per year, increasing at US inflation 
rate. This fee was widely criticised on the 
grounds that obtaining fuel is part of the 
plant operation and, hence, should be 
covered in O and M charges, (ii) Fees in 
case MSEB unnecessarily undertakes the 
capacity test. If DPC proves that capacity 
test was not needed MSEB pays S 50.000. 
(iii) Fees for hot and cold starts. 

3.2.3 Relation between Hot and Cold Start 
Fee And PLF 

The PPA allows MSEB lo shut off one 
of the two gas turbines of DPC plant This 
can reduce plant output by a half. Restarting 
this GT impliesa hot ora cold start (depending 
on the duration of shut down). The hot start 
fees (applicable for shutdown of less than 
12 hours) arc $ 10,429 for 9FA GT and $ 
5,015 for ster u turbine. Such starts would 
become regular features if MSEB uses DPC 
plant as an intermediate load plant in order 
to make optimum usage of its own cheap 
coal plants. In this case, hot and cold start 
fees would he as much as $ 3 million per 
year, with some addition to DPC profits. 
Closing the GT can reduce plant output by 
hall (i e, by 312.5 MW) making the cost 
of reducing output equal to Ks 1.07/kW. 
This cost cun fc justified only ii MSEB 
saves >re than these fees by running its 
cheaper coal plants. Considering (fuel) cost 
of coal ai Rs 0.7/kWh in 1997, and that 
of DPC at Rs 1.01/kWh. savings will only 
start accruing it the 9FA turbine is closed 
for more th3n 3.5 hours. For medium load 
operation, closing down one GT. should 
be possible for 9 to 10 hours. In such a 
case, savings for first 3.5 hours are used 


Assnijuixe Financiai Assumptions ft* DPC P»oRTA»iurv Estimation 

„ has I*,. „ assumed that 5 percent of DPC equity is brought in the initial year and loan c^ivalem 
,o ys per cenl of equiiy (with 12 per cent interest in US J) is hroughi .n the real yew. Thu loan 

. ut.Vrrnlierd bv real eauity before commissioning. ........ 

'■ -tv, ^ na ne package of DPC has been assumed as follows. The inierestmd«c«ed i* the 
effective mieresl rale, and the lerin indicates repay men! period after construction 


CrR* 


MnS 


I merest 

Per Cert Per Annum 


Term (Yr) 


Total cost 
Equity capital 
Indian loan 
US exim loun 

one 

Other $ loan 


2.912 


910 

266.2 

95.6 

298.2 

too 

150 


17.5 

8.4 

too 

11.0 


95 

8.5 
12 

7.5 
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up for paying the hot suit fees, in effect 
DPC eats away 35 to 45 per cent savings 
of MSEB. Thus, even though technically 
MSEB is allowed to partially back-down 
the DPC plant, these fees act as a major 
barrier. 

4.0 Price of Electricity from DPC 

The DPC tariff is primarily dependent on 
three factors: the Rs/$ exchange rate, oil 
price, and plant load factor (PLF). The change 
in corporate tax rate, exemption of customs 
and sales tax and exemption to DPC from 
' maintaining dividend reserve will also affect 
tariff in a significant way. But. the Indian 
and US inflation have little direct effect on 
the tariff. 

4.1 Base Case Definition 

The most talked about case of 90 per cent 
PLF. with some additional assumptions, is 
defined here as the base case. The assump¬ 
tions are: (i) Inflation rate of 8 per cent per 
annum in India and 4 per cent per annum 
in USA. (ii) No change in real oil price, in 
Iasi few yean, international oil prices have 
dropped (in real $). But for long-term 
planning, the major international utility 
planning manuals assume a significant 
increase in oil prices (increase ak 2 to 4 per 
cent per annum in real S). (iii) Re depreciates 
at 4 per cent per annum in relation to US $. 
Historically Re has depreciated at a minimum 
rate of4.5per cent per annumandamaximum 
of more than 8 per cent per annum (iv) 90 
per cent PLF for base capacity and 27 per 
cent for peaking capacity. (v) The dividend 
reserve rebate is applicable from the 1 Ith 
year, i e, the capital recovery charges dec¬ 
rease at the rate of 0.42 per cent per annum. 

4.2 Estimate of DPC Tariff and Us 
Components 

The DPC tariff is applicable at the door 
ofDPC. MSEB is responsible for transmitting 
and distributing this power, and will bear 
the associated cost and losses. For the base 
case, this tariff in 1997 will be Rs 2.5/kWh. 
Implying a tool payment of Rs 1,240 crorc 
(S3S7 million) in 1997. Figure 2 shows total 
yearly payments by MSEB to DPC for base 
case scenario and if the oil price (real) 
decreases at 2 per cent per annum. About 
S per cent of this payment is in r up ee s and 
rest in dollar terms. 71* contribution to total 
tariff born various components is shown m 
figure I. 

For calculating MSEB 's effective cost for 
pmvsdmgDPCspowertoawagr consumer, 
we need to consider T nod D cost, T and D 
losses, and other expenses incurred by 
MSEB. The T and D tomes of 10 per cent 
is as waned. As a conservative estimate, the 
total downstream costs of T and D network 
strengthening, metering, hilling etc, is 
c on sid e red 40 pmu/kWh (constant for 20 
years). The electricity doty levied by , 
govern m ent of Maharashtra (00*4) is 


1997 which is assumed to increase with 
Indian inflation. Hence, in 1997 the tout! 
cost to MSEB for supplying DPC power to 
the average consumer would be about 
Rs 3.57/kWh. 

4.3 Sensitivity to PLF and S/Rs Exchange 
Rate 

Ingeneral, the combined cyclegas turbines 
(CCGT) are not economical for base load 
operation as their fuel cost (oil in this case) 
is far more than that of coal plants. This is 
also true in the case of the DPC's plant. It 
is estimated that, barring transitional period 
of next few years, it will be economical for 
MSEB to use DPC's base capacity at a PLF 
of 65 to 70 per cent. The peaking plant, of 
70 MW, is likely to be used at 27 per cent 
PLF. The most likely scenario, a PLF of 70 
pet 1 cent for base and 27 per cent for peaking 
plant, is taken here as the second case for 
sensitivity analysis. 

Figure 3 shows yearly tariff at DPC busbar 
for base case (called 90-busbar) and for the 
second care (called 70-busbar). 

The Re depreciating in relation to S at 
4 per cent per annum has been assumed. If 
the exchange rate variation is different from 
this, it will directly affect the tariff as more 
than 95 per cent of the tariff is denominated 
in dollars. 

4.4 Representative Price of Electricity from 
DPC 

As mentioned earlier, usually the coat of 
electricity from power plants does not 
increase throughout its economic life, (except 
for change in fuel price) unlike in the case 
of DPC. The capacity charge in DPC tariff 
has an in-built increase of 4 per cent per 
annum. Hence it is inappropriate to directly 
compare the said DPC tariff of Rs 2.4/kWh 
in 1997 with the cost of generation from 
other projects. Only the tariff over the full 
life-time of project can be compared. This 
life time (levelised) tariff, for DPC plant is 
Rs 4.18/kWh for 70 per cent PLF scenario. 
(Throughout the analysts, (be te vefisedcosts 
and 'net present value’ are rtkuhaed using 
a real discount rate of 12 per cent per annum: 
i e, nominal discount rate of 17 per cent for 
S streams and 21 per cent for Re streams.) 
This is the mcm representative price of 
electricity from DPC, and can be toed for 
comparison. While for the base case, this 
levelised tariff isJU 3,63/kWh. This tariff 
is Infer composed to the alternative plana. 

Table 2 indicates the sensitivity of the 
tariff te the major variables. The values 
indicate the tevahsed tariff in nominal Rs 
tiniest m enti oned , the assum p tion s are the 
same as for the base case. 

M Ftoimatiag PreBtah—y el PTC 

in this faction, DPC's profitability it 
catitaatod for the ba re c ase spccjftafasrtar. 
The fiaanctot meempttontoaed arespecified 


calculated bydeducting JheDPCspeymt 
ftomittrexemto to dertnMhtdtw. . 

Major income for DPC comes ftt 
(i) capital repayment charges (RRC 
Rupee debt repkymem (RCR), indirect bo 
for heal rate lower than heat rate assuret 
DPC to MSEB. While the DPC's payme 
are: (i) debt repayments and (ii) appHc 
corporate tax. 

Figure 4 shows the debt repayment i 
applicable tax (superimposed on the d 
repayment). Difference bet ween these val 
(which is shaded) shows DPC profits. I 
better picture of DPC’s profitability, 
yearly changing profits are convened i 
stream of constant profits (levelised profi 
This profit is equivalent to little over 
per cent of ’return on equity' (as dcfii 
by GOl). If the GOi guidelines were ado, 
DPC would have been allowed to rece 
a maximum of 31 per cent return on equ: 

5.1 IRR Estimation 

DPC's profitability in terms of inter 
rate of return (real, post tax IRR in S; 
estimated to be around 28 per cent. This Ii 
docs not include possible hidden profit* 
DPC such as: (i) through sale of additio 
capacity to MSEB (as much as 2 per c 
on the equity), (ii) construction profits, 
obtained by ENRON in Teesidc plant. 1 
{Enron 1992J, (iii) through use of pi 
infrastructure for other commercial ,>vtivii: 
(iv) availability bonus, etc. 

A report by Vanguard Capital submit 
to the GOI says that, after considering 
perceived high business nsk in Iml 
foreign investors would expect an IRR 
about 17 to 21 per cent (post tax, real 
This IRR assumes no hidden benefits. Us: 
tint estimate (IRR of 19 per cent). MS 
will be paying $ 200 imllian extra to D 
over the 20-year period (1996 NPV). 

6-0 Whether DPC Project Mai 

Economic Seaae foe MSEB 

Usually m India cost of generation fr< 
a new power plant is higher than the existi 
average tariff. The average tariff reflects i 
historical average coat of generation. T 
difference betwe en this average cost 
generation from all plants and the mgl 
cost of new plant can be considered as < 
loss to the SEB owing to tins new pit 
Usually, die cost of generation from a 
plant does not increase rapidly. Bui i 
average tariff, keeps increasing due 
addition of new plants, Increasing T «nd 
costa, tot Hence, SEBs make losses m < 
initial yean of operation of a power pi* 

But, with passage trftime, the tomes derttJ 

and eventually SCBs atari making prof 
from aattag power from the said plant 
to this light, MSEB should take up « 

project if MSEB aspects to mrica profit < 
it in dm We-time of ftp prepset Same fog 
should hare been appllrshlato<*cdcd»< 




tit ltd* epe***® MSB* would make huge 
louaty MOtof DPC power in the initial 
yean 7 to t yaart, Later, if MSEB’* tariffs 
increase adequately. MSEB would start 
makiag profit* through sale of DPC power. 
The concept of net-present-value (NPV) i* 
used to (Mine profitability. 

A* mentioned earlier, unlike most projects, 
the DPC tariff Is expected to increase rapidly 
with time. For trie base case scenario defined 
earlier. DPC tariff increases from Rs 2.55/ 
kWh in 1997 to Rs 8.6/kWh in 2016. The 
effective cost of DPC power by the time it 
reaches average consumer would be Rs 3.6/ 
kwh and Rs 11/kwh for the respective years. 
The levelised cost at consumer end in base 
scenario will be Rs 4.88 /Kwh. 

The avenge tariff of MSEB is expected 
to be around Rs 2.2 /kWh in 1997. Based 
on this, an estimate could be made of the 
rate at which MSEB tariff will need to be 
increased so that MSEB makes a net profit 
(a positive NPV) on account of DPC in the 
lifetime of the project. 

For the base-case scenario, it has been 
estimated that, MSEB can make profit from 
DPC plan only If its average tariff increases 
at a rote higher than 15.5 per cent per 
annum (this can becompared to (he average 
tariff increase of MSEB, in last decade, of 
about 12 per cent per annum). Hence. DPC 
project makes economic sense for MSEB 
only if average tariff increase is more than 
15.5 per cent per annum for next two 
decades. This would result in a tariff of 
over Rs 30/kWh in 2016 (an increase of 
7.1 per cent per annum in real terms, and 
a tariff in 2016 of Rs 8.1/kWh in constant 
1997 Rs). Even in most favourable case of 
Rs depreciation by 2 per cent per annum 
and real oil price decrease by 2 per cent 
per annum MSEB tariff will have to increase 
by over 6 per cent per annum (real) In this 
ease the tariff by 2016 will be Rs 6 6 / Kwh 
(1997 Rs) If the increase m tariff is not so 
sharp. OPC project will result in net losses 
to MSEB. 

7i) Hour Much in Excess Are We Paying 

The LNGfoil fired base load plant is not 
an economical option for the power sector. 
In fact, the least cost plan for the state of 
Maharashtra indicates very substantial 
ravings jf we adopt options different trom 
ach plants (Sant. Dixit 19941. But tor the 
iroe being, h «* assumed that project such 
II DPC la inevitable. This section quanti fics 
he excess payment by MSEB on account 
if DPC’s high capital cost and high 
mfitaMtity. 

(1) Some expert* have argued that a plant 

iwflartoOPC(taduiiveoftheinfrastnKture 

»*U) can be built with much lesser capital 
Che figures of Ra 3 to 3.73 crore per MW 
w chimed lad aupported by these experts 
fatal the capital cost of 4.19 

iriW flIW of the DPC project. 

(2) A* aaffmed by Vanguard Capital an 

mtfriHtiai Weekly June 17. 


cen < ^ be considered 
reasonable. The estimated IRR of DPC is 

° V t w PCf Cem ( P° st lax. real, in $). 
xicto -r sh , ows ,he CXCC! ' S payments by 
mn • ' ' rcduction in ta P' ,a l cost and the 
IRR is achieved. This is expressed in two 
ways: (a) the yearly saving in crore Rs (the 
levelised savings). This can be compared to 
the levelised capacity payment of Rs 950 
crore to DPC. and <h) in icrms of one time 
saving (1996 NPV). Ibis can he compared 
(o the capital cost ot the project, around Rs 
2,910 crore. 


The levelised tariff lorthe alicrnati ve plant 
(capital cost of Rs 3,75/MW, and IRR of 19 
per cent) is compared with the levelised 
tariff of DPC. for two assumptions. The 
values below arc in nominal Rs (Table 4). 


Conclusions 


This paper presents the following 
important results: 

(t) Various performance guarantees from 
DPC and related penalties it has undertaken 
do not constitute any substantial burden for 
DPC. On the contrary, DPC would receive 
bonuses even for ordinarily expected 
performance. 

(ii )The levelised tariff forDPC’ seleetricii, 
vanes from Rs 3.44/kwh to Rs 4.68/kWh 
depending upon the changes in oil prices, 
PLF, and Rx/S exchange rate. 


(iii) DPC'* profitability (estimated to be 
having a real, post tax. IRR of 28 per cent) 
is very high compared to that prescribed 
by GOI consultants (17 per cem to 21 per 
cent). 

(iv) MSEB ends up paying about Rs 225 
crore extra each year if only the effects 
of higher capital cost and higher 
profitability are considered. 

(v) The DPC project would be viable for 
MSEB only if MSEB's average tariff 
keeps increasing at a rate more than 14.5 
per cent per annum for next two decades. 
This tariff rise is more than that of the last 
decade. 
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Popular Jokes and Political History 

The Case of Akbar, Birbal and Mulla Do-Plyaza 

C M Naira 

Anonymous popular tales and other folklore can contribute to our understanding of political history, so long as 
we do not view them as essentially a kind of commentary on it. Folktales are themselves history of a sort. They are - 
not just artefacts, but also processes aiming quite varied effects within different traditions and contexts. 


I 

ONE bitter winter night, Akbar and his boon 
companion Birbal were enjoying the 
comforts of the fort at Agra, when a poor 
brahmin was ushered in. He described his 
abject poverty and asked for help. Akbar 
said. ’I understand brahmins can perform 
amazing feats. Can you walk into the iamuna 
till the water reaches your chest, then stand 
there all night? If you do that without any 
help. I II give you everything you want.' 
Next day. when the court had assembled, 
Akbar asked about the brahmin Ke was told 
that the man was waiting for his reward. 

' Bring him in. I would like to question him', 
he ordered. When the brahmin was brought 
in, Akbar said. Tell me honestly, how did 
you manage to stay warm all night?' ‘Sir’, 
the brahmin replied, ‘as Lat aod in the rin g 
under the palace I noticed a light in one of 
ffiewindows. I fixed mv eyes on it - tha t 
feTm c wSTtP ‘Aha!’, cxclaimctTXEbar. 
’SoyotTwarmed yourself with the help of 
a light from my palace! That's not how you 
were supposed to do it*. And he had him 
thrown out. As the brahmin was leaving the 
fori he ran into Bubal. When Birbal learned 
what Akbar had said, he gave the hrahmin 
some instructions, then himself went in to 
attend upon the emperor. 

Later that day. the emperor and his close 
companions rode out to hunt in the forest 
nearby Suddenly they saw a column of 
smoke rising in the air. They rode over to 
investigate and found that a man had lit a 
fire tinder a tall tree High above the fire, 
from a branch of the tree, hung a pot. ‘What 
are you doing?’ Akbar asked. ‘Cooking some 
rice. sir', the man replied Akbar burst out 
laughing and said. ‘You fool, why have you 
put your pot in the tree when your Tire is 
down here on the ground? What good is that 
going to do?' Then Birbal stepped forward 
and said, ‘Your Majesty, he is that poor 
brahmin whom you accused of wanning 
himaelf with die light from your palace 
window. Surely, if he could do that, he can 
now cook his pot erf rice.’ Akbar realised 
that he bad bare outwitted and gave the 
brahmin a suitable reward 

This ia my version of a story I heard as 
a child. Three were many otter such bed¬ 
time stories. They always ended with BirteJ 
coming up with a witty rejoinder or 
explan a tion , thus turning some impose tfde 
Htmatkm to hit own favour, often making 
a fool of his master. Akbar. Ttevf knr were 


illiterate Muslim men and women. Later, I 
found some of the same stories retold in 
textbooks, and many more in cheap booklets 
sold on sidewalks. Printed in both Hindi and 
Urdu, these can still be found in similar 
abundance. Here are a few examples to 
indicate the range and variety of this 
'Birbaliana'. 1 

Once the emperor posed s riddle by asking 
Birbal two questions which the latter had 
to answer with one sentence. The questions 
were: “Why did the brahmin go thirsty? 
Why did the donkey feel depressed?" 
(hrahmin kyo pyasat gadha kyn udtvut?). 
Birbal immediately replied, "loTa na tha", 
making a pun on the word InTa. As a noun, 
it answered the first question: the brahmin 
was thirsty because he had no pot with him 
for water. And as a verb, it answered the 
second question: the donkey felt depressed 
because it hadn't rolled in dust for some 
time. 

Another type of ‘challenge* stories are 
those in which the emperor gives a half-line 
of poetry to which Birbal must add other 
lines and make a short poem. This challenge 
is called ‘samasya puni', i e. the resolution 
of a problem or filling of a gap. It is a fairly 
popular literary game in Sanskrit and 
associated languages, as also elsewhere. 2 

One day as the emperor was enjoying the 
street scene from a palace window be saw 
a young woman go down the street carrying 
a pot on her head, and water was splashing 
out of the pot. Akbar wondered: why did 
the water splash? Then he answered the 
question himself : because the pot was heavy 
and the woman carrying u was young and 
delicate. He promptly composed a half-tine: 
'Why did the water in the pot splash?'Later, 
he asked Bated to perform samasya port) 
ob that balfline. Without a moment's 
hesitation. Bubal recited a verse that said: 
‘A gr). mtoxicatod with youth, were to fetch 
water from tteVrefl. As she putted up the 
heavy pot, the strain an ruuhed pen of ter 
light bodice. She b ecame agitated because 
the couldn't fully cover ter shame. That’s 
why water (plaited from the pot' The 
emperor wee very pleated. 

Now some jofcea. 

Akter. h» ton Prince Sal ee m and Bbbn) 
went te a ri n g When die day warmed up, 
Akbar aed T el rera mut eff thei r he uv y co e u 


and gave them to Birbal to cany. Then 
Akbar said to Birbal in jest, ‘It looks like 
an ass's load'. Birbal replied. No. you 
majesty, more likely of two asses. 1 
Once Akbar said to Birbal, ‘Last night I saw 
in a dream that I fell into a pit of honey. 
Then I sew you, and you had fallen into > 
pit of shit.' ‘How amazhig. your majesty!' 
Birbal promptly responded, ‘I taw the same 
dream. And when we finally got out of the 
pits, first I licked your majesty clean, then 
you kindly did the same favour to me. 
One day Akbar said to Birbal. ‘I want you 
to get me some bull’s milk'. Birbal asked 
for a day's time, then he went home to his 
daughter and gave her 'omc inatrucikxo 
Late that night. Akbar was awakened by the 
loud no ik of someone washing clothes undo 
his window that overlooked the Jamuna. A 
soldier was despatched and the culprit was 
brought before the king. It was a young girl 
‘Why are you washing clothes at this late 
hour of night?' Akbar asked. ‘Can't you do 
it during die day?' 'Your majesty', die girl 
replied. ‘I was busy all day long because 
my father gave birth to a son. Only no* 
could I get out of the bouse’. ‘What do you 
mean, your father gave both to a son 7 ’ 
Akbar angrily naked. ‘Who has ever heart 
of such a thing!' ‘And who has ever heart 
of hulls giving milk, your majesty?' the girl 
responded. 

Once Akhar and Bubal were enjoying a boa 
nde on the Jamuna whea a string of petrb 
fell into the river from the emperor's hand 
Akbar said to Birtel. 'Bubal, mala dt. i e. 
‘Get me the string of pcartT, which could 
also be heard as. ‘ma la dt’ . i e. 'Get we 
your mother'. Birbal promptly replied. 
Refuge of the world, teter do.' 'Let it Ik* 
away*, which could also be tatorproed as. 

baiuwdo’. ie, 'give me yostr arisen’. The 

emperor fell silent 

Does any of them jokes have a reference 
to any event recorded in history'’ I have 
come across only two that do. 

Akbar . said to Birbal ‘I have joined two 
months and made dram iaao one’. Bate 
replied. That ia extre me ly kind of y°* I 
majesty. Previously people 
raoanhgbt for only IS d>9«, now they •* 
enjoy it for thirty.' 

Abdul Qntftr Badayuni, who wrote wte 
may hecatted tha 'tmonrhnrtmd' fcuW* 
Afcter'a re%n. tafe u» that in 1382 Ait* I 
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ordered thafthebegtnning of the reckoning 
of the Hindi month should be from the 28th 
and not from the 1.1th (which was the 
invention of Raja Bikramajit, and an 
innovation of his), and that they should fix 
the well known festivals of the Hindus 
according to this rule. Hut it never attained 
currency, although tarmans went torth to 
this effect from Futhpur to Gujarat on one 
side, and Bengal on the other."* 

Akharsaid to Birbal. 'Birhal.you must recite 
my ktihnui |ie. adopt my religion)’ Bichat 
replied. ‘Your majesty, I already recite your 
Mima |i e. I am totally devoted to you), 
but I shall not recite the kalima that would 
ruin my religion".' 

This exchange has some echo of the 
remarks attributed to Raja Man Singh. 
Akhar’s nephew by marriage and perhaps 
his greatest general. When in an intimate 
gathering he was pressed hy Akbar to join 
his circle of ‘disciples’. Mjii Singh bluntly 
replied. "If diseipleship means willingness 
to sacrifice one s life. I have already earned 
my Ule in my hanj’ whal need is there pt 
further proof’ II, however, the term has 
another meaning and rclers to faith. I certainly 
am a Hindu. It you order me to do so. I will 
Income a Musulman. bui I know not ol the 
existence of any other religion than these 
lwo.” “At this point". Badayum informs us. 
“the matter stopped, ami the empcior did not 
question him any further 
Once I became awaic of communal 
tensions between Muslims ami Hindus, these 
Akbar-Birbal jokrs took on a different hue 
Most of them seemed loexpress the contempt 
nl 3 Hindu narrator for the Mughal ruler 
No matter what trick the slightly foolish, 
slightly irrational, and gcnctuMv aggte.sMve 
Muslim king employed, his wily Hindu 
courtier alwav* managed to come up one 
betici As I learned more about Akbai. 
particularly about Ins icligmus eclecticism, 
his fondness lor Hindu epics. hi> abolition 
ol the jKm and pilgrim' taxes levied 
exclusively ag3inst Hindus, his inornate ties 
w ith prominent Rajputs, and his tierce tussle 
tor authority with Muslim religions 
dignitaries, the issue took on inoic 
complexity Here was a Muslin' king who 
had done much to icnio'c discrimination 
•gainst his non-Muslim sublets even to 
v extent ot antagonising a great m.mv ot 
• i. co-rrligioinsis • and yet he appealed m 
such bad light in ihese stones which 
apparently had a communal ihrusi 
fiver since I'reud published hi' book on 

humour and flx relation to tin: l 'ncoi'cious. 
H is commonplace to regard tokes as an 
expression of some suppressed aggressive 

urge. “jJokcxl make possible''wo'b'l tcuu. 

•'the satisfaction of an mstmet (wlictnet 
lustful or hostile) m the fa< e of m obvtJs '<• 
that stands to its way. They cucumvent i us 
xib«ia«te i«wl in that wav draw pleasur 


from a source which the obstacle had made 
Inaccessible."’ Should w<: then call these 
stories “tendentious jokes" - using the 
classification offered by Freud - and view 
them as the expression of a suppressed 
Hindu rage against the Mughais? But 
then going by popular wisdom, the more 
obvious target for that rage should have 
been Aurangzeh. not Akbar That didn’t 
happen Aurangzeb may have been roundly 
disliked, but there are extremely lew jokes 
aimed at him' 

On the other hand, viewing |okex as an 
expression ol suppressed aggression, the 
anti-Akbar sentiment ofBadayuni and some 
later Muslim writers seems to explain a 
different set of similar stories, namely, the 
exploits of Mulla Do-Piyaza. allegedly 
another jokestcr at Akbar’s court. Usually 
the witticisms of the Mulla are directed at 
oilier people, but in several stories he is 
shown to gel the better ot both Birbal and 
Akbar. It may thcrclorc be aigucd that the 
Mulla was die champion of orthodox Islam 
in such battles ot wits Two examples' 

Once the cinpcrui and the Mulla w ere w alking 
in the gulden when thecmjveror hiokc wind. 
To cover his embarrassment, the emperor 
looked up in the sky The Mulla promptly 
pressed his ston";-h and e, ice<ed out a 
sound, then tie too looked upwmd The 
empcior wjs incensed 'Why ate you look¬ 
ing at thesk) ’ he saidangrily. ‘Look at me ‘ 
The Mulla replied. 'Refuge of tfk World. I was 
merelv checking to sec whose went higher ’ 
The emperoj was terribly embarrassed 
One day a learned brahmin told the emperor 
that it was an exvcllen* omen to sec two 
crows together at dawn Birbal. who was 
present, also confirmed it The Mulla. 
however, whispered in Akbar s ear. Your 
majesty ought to test it Akbar orjered 
Birbal to let him know immediately it any 
morning he saw two eiows together One 
morning. Birbal rushed in and woke the 
emperoi Akbar w as quite peeved, lor it w as 
a cold winter morning, bui he followed him 
outside, only to find one lonely Ciow - the 
othei had flown away Losing Ins temper, 
he gave Birbal a few slaps. Later that day, 
a Raipul princess »4' presented to the 
emperor m marriage Then the Mulla stepped 
forward with folded hands and said. Your 
majesty, if you had seen those two .rows 

you wouldn't have reeieved this gilt, for we 

know what he received who saw them 
Birbal wa' utterly shamed 
\ 'dtesc to s.tv, there are also stories ui 
the ILib.il collections which have the Mulla 
4 s the loser In a few instances, the story 
,s identical except tor a different winner, 
which might suggest a similarly in 
intentions 

Putting >' togetlier. wc arc faced with a 
lather curious image ol Akbar in these 
popular and anonymous tales. He seems to 
L n Iront both sides ora communal divide. 
C'feaily. an explanation in icrms ot some 
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suppressed religious haired made manifest 
through jokes will not suffice The question 
needs further examination 

II 

First a Closer Look at 

the Three Protagonists 

Akbar was bom in !542anddiedin 1601. 
His father was a Sunni Turk, his mother a 
Shi’a Iranian, and he was born in the fiou.se 
ol a Hindu raja with whom Humayun had 
taken shelter during his flight to Iran. 
Humayun eventually recoveredhis kingdom, 
but died shortly after in 1556. Akbar, thus, 
became king at the young age of 13 years 
and a few months. By 1562. however, he 
was his own master. That year he also 
received the first ot his several rajput wives 
t who didn’t convert to Islam). By 1565 he 
had abolished the discriminatory taxes 
against hts Hindu subjects, but he was soil 
a devout Muslim who said his obligatory 
prayers and showed respect to Muslim 
religious dignitaries. Over the next decade, 
he became increasingly more dissatisfied 
with the sectarian fanaticism ot many of 
his Muslim officers; he also fell that some 
of them often acted against the good of the 
state. In 1577. he had a ‘mah/ar’ issued 
by a number of Muslim scholars - some of 
whom sign-d under duress - which 
lantamountcU to a decree of the emperor's 
'infallibility' '• 

Meanwhile Akbar had become curious 
about other religions. He broughi together 
scholars from di Herein traditions todiscourse 
before him on religious topics Eventually 
he pul together an eclectic collection of 
practices to sausty his spiritual yearnings 
He bej,an to regard himself a spiritual master 
and even initiated 'murid or ‘disciples’. But 
he dic'-'t introduce i new religion, neither 
did hi .orcc any member of his court to 
convert. H Blochman. who coined the term 
the Divine Faith’ for Abul Fazi s ‘‘rules for 
I spiritual) guidance", could identity only 18 
such disciples' in the worksof both Badayum 
and Abul Fazl " Only one of them was a 
Hindu - Raja Birbal 
Bubal's original name was Mahesh Das. 
He was bom in a Mum-brahmin family in 
1528 in a village near Kalpi 11 He look up 
the profession of a poet, writing in Braj. 
and made a name for himself at rajput court*. 
It is not clear who brought him to Akbar’s 
attention.but by 1563 Biitial was inapusnioo 
at Akbar's court to intercede on behalf of 
a former patron, the raj* of Rewa." He is 
listed by Abul Fattl among those who had 
held the rank of a commander of 2000, but 
there is no information about the rank he 
started I rom. It is. how ever, agreed upon that 
his name at the rajput courts had been brahma 
kavi and that the new name and title came 
from Akbar. This is how Badayum. no 
admirer of Birbal. introduces him: 

/ 




The emperor from hit youth up had thowa 
a special predi lectio* and indiutioB fur tbe 
society of religious sects, such as brahmans, 
and musicians, and other kinds of Hindus. 
Accordingly at the beginning of his reign 
a certain brahman musician, Gadai 
Bihmaindas (sic) by name, whose whole 
business was prepet uaily to praise the Hindus, 
and who possessed of a considerable amount 
of capacity and genius, came to the court. 
By means of conversing with the emperot 
and taking advantage of the idiosyncrasies 
of his disposition, he crept day by day more 
' into favour, until he attained to high rank, 
and was honoured with the distinction of 
becoming the emperor's confidant, and it 
became a case of ‘Thy flesh is my flesh, 
and thy blood my blood'. He first received 
the title of Kob Rat. meaning Prince of Poets, 
and afterwards that of Raja Birbar meaning 
'Renowned Warrior', 11 

S H Hodivala offers an interesting 
explanation for the title: 

The title ‘Birbar'. Sans Vira Vara, best 
warrior', is not common and its origin or 
the reasons for its bestowal upon a 'begging’ 
Bhat has not been elucidated. It may be 
therefore permissible to offer the suggestion 
that Akhar borrowed it from the VrtaUi 
Panchatinshati or Bailal Pachisi. 'The 
Twenty Five Tales of Vampirc’.ln the third 
story of this collection, a man named Vira 
Vara often his services to the king and fully 
earns the extraordinarily high pay allowed 
to him. by giving undeniable proofs of his 
loyalty and devotion to his master. 14 

This is quite plausible. Akbar was fond 
of the story literature of both Iran and 
India. He had several Sanskrit works 
translated into Persian for his enjoyment. 
Though this particular collection is not 
listed among the translated books. Akbar 
was familiar with an earlier Persian 
translation of I he Kaiha Saril Sagara which 
includes this talc More importantly, Akbar 
must have known about Raja Vikramaditya. 
for he unsuccessfully tried to change his 
calendar. He also ordered the translation of 
the Sinhatan Boost or the Vikmmachantm. 
in winch the legendary king is praised in 
(lowing terms. ** He probably also knew 
that Iris first great Hindu opponent. Hemu, 
had the ambition to be known as another 
*Vikwmaditya V* 

Evidently. Birbal received recognition 
from Akbar not merely as a poet but as a 
devoted and trustworthy companion, 
Viravar in the Vctaia story was remarkable 
in two aspects: he gave away most of his 
enormous daily wage in charity, and when 
n occasion arewe he willingly sacrificed 
ms son's hfe to prolong the life of his 
master.” These qualities of generosity and 
devotion to his patron were also 
dkaractcristic of Birivd. The Brajbhasha 
Met Rai Hoi. a contemporary of Birbal. 
taa a 'cbhand' in praise of Akhar and his 


companions; in H the tpeciaf quality 
ascribed to Birbal is generosity." As for 
Birbal’s devotion to Akbar, w« have 
already noted that he was Akbar’s only 
Hindu murid. 

The emperor was no lets devoted to 
Birbal. 14 He had a special house built for 
Birbal close to his own chambers, an 
honour not bestowed on any other courtier; 
an equally rare honour were the four 
visits that the emperor made to Birbal’s 
various homes. On another occasion, Akbar, 
at the risk of his own life, saved Birbal 
from getting trampled by an elephant. 
BadayuniV immense hatred for Birbal is 
a vivid indication of Akbar’s high regard 
for the latter: it was Indeed a case of “ Thy 
flesh is my flesh, and thy blood is my 
Mood". 

Akbar was devastated when Birbal was 
killed in 1586 in a disastrous campaign 
against the Yusufzai Afghans. He took no 


food Of drink tor bio day*, add ordsrod a 
court mourning. Badayuai writes: 

His Majesty eared for the death of eo 
grandee more than for that of Bfar Bur. He 
said, 'Alas! they could not even get his 
body out of the pass, that it might have 
been burned'; but at last, he consoled 
himself with die thought diet Bir Bar was 
now free and independent of all earthly 
fetters, and si the rays of the sun were 
sufficient for him, there was no necessity 
that he should be cleansed by fire.* 

Some months later, rumours began to 
circulate that Birbal had been seen alive in 
the northern hills. This is how Badayuni 
describes what followed: 

When the malignant Hindus perceived that 
the inclination of the heart of the emperor 
was fixed on that unclean one, and saw that 
through his kushewasin trouble anddtarett. 
every day they circulated a rumour, that 
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P*xk IWi Me* hjtm at Nagarkot, In the 
women bilk, in company with Jogis and 
SauyaaU; and that be wu walking about 
And Hi* Higtoeu believed that it wa* not 
imjwIreNe that (wmeonej like him, who 
had become detached from the attraction* 
of the world, should have assumed the 
garb of a faqlr, and on account of shame 
for the misfortune he had sustained at the 
band* of die Yusufzai* should not have 
returned to court (An officer was sent to 
NagarkotJ and investigated the matter, it 
turned out that this report was nothing but 
an idle tak.*' 

Abut Fazl and Abdul QadirBadayuni were 
diametrically opposed contemporaries; the 
former described Birbal in respectful terms, 
the latter called him a 'bastard'. But neither 
reports anything that may be called a 
witticism of Birbal. In a letter written on 
Akbar’s behalf to Abdur Rahim Khan- 
Khanan, Abut Fazl used 25 honorific titles 
before Birbal's name-the same number 
he used for Khan- Khanan - of these, many 
more refer to Birbal's spiritual excellence 
and his position as a confidant of the 
emperor than to his superiority as a poet 
or a wit. :1 

To my knowledge, the first reference to 
Birbal as a famous wit occurs in Mu 'athir 
al-Umara, an early 18th century bio¬ 
graphical dictionary of the nobles at Mughal 
courts. The author, himself a grandee, 
reports. "|Bubal's| rising fortune brought 
him to llhc emperor's] court, where his 
noetry and wit tsuxan-sanji wa ialiju-go ’i) 
ound him a place among the close and 
elect companions of the king; but he 
'radually outranked them all The emperor 
iften called him my wise courtier' 
musafubr danishwar)." 1 alter the same 
uthor writes. "Raja Birbar was indeed among 
hose incomparable people of his time who 
verc renowned for generosity and 
nunificcncc.. His verses jre famous, and 
ns witty remarks and stones Uiua'if wn 
ukat) are on the lips of all and sundry.” J ' 
n other words, within a hundred years of 
he two protagonists' deaths. Akbar-Birbal 
annex were well known in north India 
Mulla Do-Piyaza is the third member of 
Ins triad. I have lound no reference to him 
n any work Irons Akhar s period (The only 
do-piyara’ Abul fa/1 refers to is the well 
nown meat dish cooked with enormous 
mwHint* of onions.) Several pamphlets on 
ns life and jokes were published near the 
md of the last century. these were examined 
md rejected as forgeries by Hafiz Mahmoud 
shirani in <t» article puhiished in 1939,'* 
shirani owned an early 19th century 
naHiKCdpt containing a number ot 
niwetianeous stone*. anecdotes. and letters 
n Reman. In it were two long pieces, 
illegediy written by someone named 
kihlagjti. who claimed to be the Mulla's son 
utd 'student' f'fariand wa shagtrd). 


According to Aihlaghi, the Mulla was bom 
in India but left for Iran in 990 A H 
(1582 AD). He returned after 36 years, 
during the reign of Jahangir, but died shortly 
thereafter in 1030 A H (1620 AD). His 
original name was Abd al-Momin: Do- 
Piyaza was an adopted name which became 
famous. According to several other sources 
mentioned by Shirani. the Mulla’s grave 
exists in a remote place in central India, 
suitably called ‘handiya* ('Cooking Pot'). 
On the basis of this evidence, Shirani 
concluded that the Mulla must have been 
a historical figure. There are several reasons, 
however, to believe that the evidence is to 
the contrary. 

(1) Noothcr information exists on Ashlaghi. 
Even the name is most unusual; neither 
‘ashlagh’ nor 'ashlaghi' is found in any 
dictionary. The only way to make sense 
of the word would be to derive it from 
'shalagh' ‘to crack open heads', a rather 
rare word given in Farhang-i Arwndraj. 
Ashlaghi might then mean: one who is 
most adept at cracking open heads. This 
speculation might not be too far-fetched 
given the anti-Shi’ah polemic nature of 
some of the anecdotes. 1 ' 

(2) Ashlaghi reports that when the Mulla 
went to Herat in 1582, he visile;! the house 
of the poet Fasiht (d 1632). Fasihi didn't 
offer him any food, making the excuse 
that his wife was not home. The Mulla 
rcjoindered: "The guest desires bread, not 
your wife’s..." This is in fact an anonymous 
joke recorded in an anthology of winy stones, 
whose author died in 1532!" 

(3) Several 15th century manuscripts of the 
satirical and comic works of T : bayd-i Zakani 
contain a section tilled 'Ta'nfat-i-MuHaDo- 
Piya?.a.’ 

The witty Mulla existed in Persian lore 
much belnre Akbar's lime One may. of 
course, argue lhal was exactly the reason 
why the man born Abdu! Momin adopted 
the name Mulla Do-Piya/a, but it docs not 
bring him any closer to Akbar's court. 
None of the pikes quoted by Shirani from 
Ashlaghi contains any reference to Akbar. 
In fact, according to Ashlaghi. the Mulla 
left India in dejection during Akbar's reign 
and did not return nil 23 years after his 
death. 

On the basts of the above, wc may safely 
conclude that the Mulla. as opposed to Bubal, 
is totally fictional, a comic figure whose 
origins lie lar kick in the folklore ot Iran 
and central Asia and who has nothing to do 
with the histoncal Akbaf. 

Wo end up with two comic figures, one 
with more basis in history than the other, 
but K>th equally legendary in reputation and 
function They apparently entertain Akhar, 
sometimes engaging each other in duels of 
testing and practical jokes, but more often 
by turning their somewhat acerbic wit on the 
toyal patron himscit The stones of their 
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drollery seem to gain circulation in north 
India at roughly the same time, i e. after the 
Mughal rule in India had been firmly in 
place for nearly a 100 years. 

Earlier it was suggested that the Mulla 
and Birbal could represent two opposing 
communal groups and express the latent 
hostility they separately felt against Akbar 
and against each other. But it was also 
noted that the hypothesis didn’t seem 
quite satisfactory. It proposed a highly 
antagonistic - and exclusively communal - 
relationship between Akbar and the Hindu 
masses of his and later limes. Obviously 
it projected onto the past a great deal of 
later communal polarisation. Secondly, it 
placed these entertaining stones exclusively 
within the context of political history and 
ignored their generic context. We shall 
now consider these two matters. 

First, the question of Birbal being a symbol 
of an implied Hindu hatred of Akbar. To 
make sure I was not missing anything, i 
looked into the most vitriolic anti-Akbar 
hook I could find; Who Sa\s Akhar Was 
Great ? by PENO. 

Akbar ...has often been represented as a 
great man and a noble king. This assessment 
of his personality is thoroughly unjustified. 
All of Akbar's ancestors were barbarous 
and vicious. And mi were his descendants 
down the line. In no way was Akbar less 
cruel than ar;' of his ancestors, descendants 
or contemporaries. If anything his crafty, 
scheming and treacherous nature and the 
unlimited power that he wielded over a 
vast region qualifies him to be considered 
one or the foremost tyrants and sadists in 
world history, leave aside India's alone.™ 

The above quotation, made out of the 
first two sentence, of three early chapters 
in a book of ?S chapters, should be 
enough to indicate that my choice wu 
right. ,Ncxt 1 checked PENO's opinion 
of Birbal, expecting some approving 
comment. To my surprise 1 found this: 
"Some cheap stories of Akbar-Birbal 
repartees and witticisms current in India 
have been invented by some ingenious 
writer and added to Irom time to time by 
others, giving them a historical Akbar- 
Birbal background. The real Birbar led a 
horrid, precarious and deeply detested 
ex istcnce far removed from any humour or 
poetry. N 

1 then turned to The History and Culture 
of the Indian People published in several 
volumes by the Bharatiya Vidya Bhavan. 
Written by a galaxy of scholars, it is charged 
with a patriotic fervor that barely masks 
chauvinism Birbal didn'tcomcout looking 
like a hero in it either. Described merely 
as a wit ami a court jester, he was dismissed 
in a few scattered sentences. w ln the context 
of Akbar's reign, it was Hemu. ‘the forgotten 
Hero”, who was accorded special honour 
with a chapter lor himself. 
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Changing tactics. I looked at some Hindu 
authors who had approvingly written about 
Birbal, to see if they simultaneously also 
offered a negative image of Akbar. That 
wasn't the case. The political historian who 
wrote a dissertation on Birbal presented 
Akbar as a bold and just king, who loved 
and trusted his wise and brave courtier.' 1 
Likewise, the literary historian who wrote 
about the Hindi poets at Akbar's court, 
glowingly praised him lor patronising such 
luminaries as Brahma Kavi (Birbal) and 
Narhari.' - 

I also examined a full length Hindi 
play on Birbal by a popular and prolific 
author. Vnndavan Lai Verma, which by 
1965 had gone through six printings." 
Verma views the jokes as “expressing the 
wishful thinking of the common people”, 
but does not use them because he considers 
them 'inauthentic*. Not that his play is 
charged with any greater authenticity. More 
significantly for our inquiry, its cast of 
characters includes our three protagonists. 
The Mulla in Verma’s play is predictably 
the butt of many jokes; he talks like a rabid 
Muslim, but in the end must seek Btrbal's 
help to protect his ow n honour. Bui Akbar, 
despite being overly fond of women, also 
possesses some virtues: he is concerned 
aboul his subjects' welfare and his heart 
yearns for some spiritual truth. Birbal is 
wise and witty, he is also devoted to the 
cause of the common man; and he guides 
Akbar out of his doubts into that moment 
when he. Akbar. has a vision of Krishna, 
gives up meal and wine, reduces his harem, 
and orders a temple to be built in Mathura. 1 

Clearly, for these Hindu authors, there 
wasaccrtain interdependency between Akbar 
and Birbal. If one was 'good'. the other had 
to be good too And if one was "bad’, the 
other was equally bad 
A very different source for a ‘Hindu’ 
view of Akbar's rule in India is that cunous 
book called Bhavishya Pur ana.'* It is one 
of the established Puranas. though not a 
major one, and its oldest portions have 
variously been dated to 500- f200 AD." Its 
chief importance lies in the detailed 
instructions it contains concerning 
numerous Hindu holy days. Bui it also has 
sections on Hindu royal dynasties and. for 
our purpose, much comment on the Muslim 
presence in India. It always refers to the 
Muslims as either Mlccchai, Paisachas, or 
Daityas. Assarted sections contain 
references hi Muslim Kings, but Akbar is 
the only one after whom an entire section 
is named Akbar Badsbaha Kamon consists 
of 97 Sanskrit verses. Perhaps partially 
composed a hit earlier, it mutt have been 
incorporated within the Bhavishya Parana 
some time in the I Hah century, for the 
namtfton - in its own fashion - covers the 
events up to the period of Shah Alam 
Id I #96) and concludes with a description 


"of the English.' 1 * This is how it tells the 
story of Akbar's birth: 

Rrahmachari Mukunda, who was horn in the 
gotra of Shankaracharya. was pwforming 
tapas in Prayag with his twenty disciples. 
When he saw that Babur, the cruel king of 
the M leech as. had dishonoured gods, he cast 
his own body into fire in a havana. In order 
to destroy the Mlecchas. his disciples also 
similarly sacrificed themselves. Bui 
Mukunda had swallowed a cow's hair with 
the milk, consequently he was horn to a 
Mleceha mother... When the child was bora, 
a Voice in the Sky said; ‘This is a miraculous 
child; he holds power over destiny. Neither 
earlier did he follow the violent Paisacha 
ways, nor will he do so now. Thai's why. 
O Homayu. your son will be called Akbara. 
He who had twenty famous disciples, it is 
that Mukunda who has been born in your 
house.’’ 

The 20 disciples arc also bom as Akbar’s 
contemporaries, and those who were closest 
come and join him, Among them is one who 
in the previous birth had been called Dcvapi; 
he is now born with the name Vira Bata, 
“a Paschimai Brahmin [with) a boon from 
Vagdevi [i e, Saraswati).’’ The narration 
continues. “That king named Akbara ruled 
unchallenged, and he enjoyed his rule for 
fifty years. Then, together with hisdisciples. 
he went off to paradise.’"* To my know¬ 
ledge. Akbar is the only Muslim king so 
honoured in a pan-Indian Hindu scriptural 
text - a clear warning against projecting on 
previous centuries our contemporary 
communal concerns. 

Next, the matter of generic context 
Consider what happens when we place 
these jokes within the context of other 


humorous stories from Jriamicate 
and India thrt involve kings and j 
Popular literatures of tbcac countrie 
several such pairs: Haroon al- 
(r 786-809) and BuMooi* Mahtm 
Ghazna (r998-1030) «tdTalhak. M an 
Abbas (r 1587-1629) and Enayat*' 
one hand, and on the other, the Vijaya 
king, Krsnadevarayatr 1509-1529) ; 
nemesis, (he brahmin Tenali Rama 
Raja Krsnachandra of Nadiya (Benga 
century) and the barber Gopal Bhi 
each instance, we find a king whose 
and magnificence verges on the fa! 
for that region and time, who is paire 
a jester whose wit and cunning is e 
legendary. Chronologically in the 
list Akbar would come alter Krsnade 
but before Shah Abbas. Unfortunate 
access to the stories involving the Istai 
jesters has been limited to set 
references in dictionaries and 
anthologies. Much more, howevci 
available for their two Indian anali 
It was. therefore, easy to discover tl 
joke about the pits ol honey and til* 
told in south India in a version inv 
Tenali Rama. w while the story aho 
brahmin in the n ver was narrated in 
with Gopal Bhar as its sharp-* 
protagonist. 

My lack of material on the Islai 
clowns makes it difficult to make f 
comparisons, but some curious fat 
suggest themselves The Islamicatc c 
take liberties with their royal patrons a 
even be insulting, but they ar 
aggressively challenged by the kings r 
Indian counterparts arc As mentioned c 
there is in Thr Arabian Nights a 
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involvin* Harooe al*Rashid and the poet 
Abu Nuwas which it similar to the samasya 
put) Kories of AJcbsr and Birfoal. but in both 
case* the challenge can be said to he a 
reasonable one, as opposed to the irrational 
challenge In. for example, the ‘bull’s milk’ 
story. In great many other stories, the Indian 
kings seem to pi out of their way to pose 
irrational questions to their jesters or set 
them impossible tasks. They seem to hide 
secret doubts about the total superiority they 
overtly claim, and need a final victory over 
the jester to reach the perfection they desire. 
As David Shulman puts it in hts illuminating 
discussion of Krsnadcvaraya and Tenali 
Rama. “Without his jester, the ruler is 
stuck, preyed upon by a literal reality and 
by his own inner falseness, a parodic 
counterfeit of the proper royal image that 
he can no longer aspire to, or even properly 
perceive.” 4 ’ Shulman connects this tension 
to the fact that in the normative scheme of 
Hindu kingship, Che brahmin priest holds 
legitimating and corrective powers over 
the kshalriya king. 

This directs our attention to a second 
difference. In the Islamicalc pairs, there is 
no caste distinction between the kings and 
(he downs. Nor do the clowns belong to 
any professional group that would in itself 
have significance for any king In the two 
Indian pairs, one jester is a brahmin whose 
ritual role has been alluded to, the other is 
a barber, one of whose duties would be to 
keep track of the royal genealogy - another 
potent, legitimising act fn other words, the 
Indian downs come from those classes of 
people who would, in the ideal scheme ol 
things, hold some power to legitimise the 
claim made by any aspiring Wing I n contrast, 
the social origins of the Islamtcate (esters 
arc not significant; in fact, they arc not even 
mentioned. In symbolic terms, they represent 
the subjects of the king as a whole, and not 
their own particular social group within the 
larger body politic. 

In India and in Islamtcate lands, the 
relationship between the king and the jester 
as delineated in these popular tales is organic 
and fundamental. "The folk perception of 
a mighty king”, wntes Shulman, "requires 
the presence of his irrepressible jester 
Whatever the king constructs - together with 
his ministers, hts wives, his brahmin priests 
and advisers, bis poets - the jester can be 
counted on to undermine or unravel. The 
two constitute the two contrary vectors of 
a single process oflife and movement. “He 
proposes that "the king is Iclt to be in need 
of the jester'scorwcti vc powrr" ‘To which 
we can add that, in the Indian stones, the 
king may also be seen as needing the 
legitimising power the jester possesses by 
virtue of belonging to s partrcular social 
*fOup. 

James Ryan in a brief paper presented »i 

acwgfcmnoettok the ‘bull 1 s mrlk' story and. 


putting it within the context of world folklore, 
traced it through the Jatakas, a Sri Lankan 
version, and a story cycle in the Philippines. 
He concluded, ‘‘There arc human uni vcrsals 
of humour and thought which occur 
everywhere in the world. Myth and folklore 
exhibit this trait again and again. If there is 
no discernible pattern to variations on the 
themes of the Birhal stories, it is because 
they play upon universuls which are simply 
inserted into different backdrops as (he 
situation requires. What is significant is that 
they arc arrayed around the relationship of 
Birhal and Akbar like filings around a 
magnet.The last sentence suggests an 
important question, perhaps the most 
important: why did these ‘universal of 
humour’ get arrayed around Akbar and 
BirbaP In other words: why Akbar, and not 
Firoz Tughlaq or Aurangzeb? Why Birhal, 
and not Man Singh or Todarmal? And why 
Mulla Do-Piyaza? 

Akbar received this privileged status from 
posterity because, in deed and word, he had 
been the most dominant of all Muslim rulers 
of India How uniquely powerful his image 
was in his own time can be gauged from this 
account of his death m the autobiography 
of a Jain trader of Jaunpur: 

In Vikram 1662, during the month of Kartik, 
after the monsoon wasover, the great emperor 
Akbar ( ihhalrapati akhnr sahi jalal ] 
breathed hts last in Agra. The alarming new, 
ol his death spread fast and soon reached 
Jaunpur. People felt suddenly orphaned and 
insecure without their sire Terror raged 
everywhere; ihc hearts of men trembled with 
due apprehension; their faces became 
drained of colour. I was sitting up a flight 
of stairs m my house when I heard the 
dreadful news, which came as a sharp and 
sudden blow It made me shake with violent, 
uncontrollable agitation. I reeled and losing 
my balance, fell down stairs in a faint... The 
whole town was in a tremor. Every one closed 
the doors of his house in pan:;; shop-keepers 
shut down their shops. Feverishly, the nch 
hid (heir jew els and costly aUire underground: 
many ol them quickly dumped their wealth 
and their ready capital on carriages and 
rushed to safe, secluded places. Every 
householder began slocking his home with 
weapons and arms. Rich men took to 
wearing thick, rough clothes such as are 
worn by the poor, in order to conceal their 
status, and walked the streets covered in 
harsh woollen blankets or coarse cotton 
wrappers. Women shunned finery, dressing 
m shabby, lustreless clothes. None could 
tell the status of a man from his dress and 
it became impossible to distinguish the 
rich from the poor. There were manifest 
signs of panic everywhere although there 
was no reason for it since there were really 
no thieves or robbers about. The commotion 
subsidised after ten days..." 

In marked contrast, when Jahangir died, 
the author barely mentioned the event. 


There was no panic. It w**, not as if an age 
had ended, or a miraculous lord had passed 
away. 

If Akbar’s inclusion in the Bhavbhya 
Pur ana, i n the gui sc of a reborn V ai dmavite 
ascetic, was a form of apotheosis in popular 
religious literature, then his selection as 
the royal protagonist in these anonymous 
jokes was also a form ol apotheosis - within 
secular, popular literature. The Akhar- 
Birbal jokes arc indeed tendentious', but 
their purpose is more to integrate and 
humanise- implicitly, even glorify- 
Akbar. than to direct some suppressed 
communal anta-gonism towards him. Their 
generic function requires that they duster 
around someone who inspired in the masses 
awe and reverence, not contempt or hate. 
No doubt they also have a subversive aim, 
but through the agency of laughter they 
merely humanise what pretends to be super¬ 
human, not dehumanise it into a demon. 
Akbar remains the king: Birbal remains hts 
favourite companion 

Birbal was chosen to be the other 
protagonist, not so much because he was a 
poet, but because he was a brahmin. He thus 
fitted the Indian symbolic type for these 
stories more closely than did either of the 
other two prominent Hindus at Akbar’s 
court: Todar Mai, a khaitn, and Man Singh, 
a rajput. In Akbar and Birbal of these stories 
we have the counterparts of Krsnadcvaraya 
and Tenali Kama, who in their turn 
represented the ideal of Hindu polity; a 
powerful ksattriya king with an equally 
powerful brahmin advisor. ‘Together, these 
two figures appear to ddimil the field of 
politics; they comprise the minimal basis for 
statehood in classical theory, and this theory 
clearly recognises their mutual dependence: 
lliere aie no ksattriyas without brahmins, 
and vice versa " w 

Turrng to the Mulla, we note that, in 
tlie Islainicate model, the clown had no 
inherent, socially granted power or role. 
He functioned only within the symbolic 
structure of these stones, and there 
primarily, mirror like, to offer back to hi* 
patron hts i mage slightly distorted. To that 
extent he was an equalising agent: he forced 
the king to recognise his human 
imperfection. In that respect Mulla Do- 
Piyaza and Birbal are alike. But the Mulla 
could also be a champion of hit patron's 
cause. There are several stories where he 
defends the honour of Akbar and India 
against Iranian challenges. In the Ashgab 
manuscript where the Mulla goes off to 
Iran, a few anecdotes quoted by Shiram 
show that he never sells himself short nor 
his Sunni religion. It seems possible that 
the Mulla first appeared in jokes that 
reflected rivalries between various Muslim 
religious or racial groups within India, 
which rivalries were more successfully 
curbed by Akbar than any other king. 
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Gradually, as (he posthumous image of 
Akbar became magnified in popular mind, 
the Mulla was assigned a place in his 
legendary court. The next steps, naturally, 
were for him to become a rival of Birbal 
and then a “champion of Islam" vis-a-vis 
both Birbal and Akbar. His symbolic 
character contained all these possibilities. 

Anonymous popular tales and other 
folklore can contribute to our understanding 
of political history, so long as we don't view 
them as essentially a kind of commentary 
on h. Folktales are themselves history of a 
sort. And they are not just artefacts, but also 
processes aiming at quite varied effects within 
different traditions and contexts. As 
processes, these amusing stories can be said 
to be as much politically affirmative as 
subversive. D M Goldman, the Russian 
translator of Birbal stories concluded that 
they project a "social utopia" and embody 
“the optimism of the people in their darkest 
hour".’ 1 But. since there are no ‘dark times' 
as such in these stories, one can also argue 
that for their tellers a 'utopia' had existed 
in an earlier time, in contrast to the less 
glorious times that followed. On the other 
hand, an Akbar-Birbal joke may be used 
to signify 'Hindu' subversion of 'Muslim' 
power.” After all, how can anyone prove 
that the first time someone linked one of 
these floating jokes with Akbar, it was not 
out of a dislike for the Mughal(s) or the 
Muslims? We must not forget that when 
the Bhavishya Parana raised Akbar to its 
pinnacle of approval, it simultaneously cast 
the rest of the Muslims into the lowest 
depths of i(s detestation. No. Freud’s insight 
cannot be totally denied- One can only 
counter, it is not the whole truth either 
Jokes not only make us laugh, they can also 
make us cry. And though the words might 
be identical, laughing with some one and 
laughing at someone are totally different 
acts in intention. Perhaps the only safe 
conclusion would be not to view these 
jokes too closely in the perspective of our 
contemporary concerns or lose sight of 
their diverse generic identities. A failure 
to do so would keep us tied to our 
precooceptioos and preclude any discovery 
of then multiple contexts. 

As artefacts, however, these anonymous 
joke*meat visible and valuable an indicator 
of Akbar's impact on Indian history as are 
the rains of his four forts, the chronicles 
wrism by his historian*, mid the miniatures 
pai nted by Ms artists. They enormously 
add to the stature of their royal protagonist 
For, if the favourable com m en t > of the 
Bhavishya Parana make Akbar unique 
among the Muslim kings of India, his 
being apotheosised in the wiivame of 
folklore by bang linked with, not one, bat 
two jesters makes him unique amend Ml 
dm amwebsof the subcontinent — perhaps 
of the world. 


Noted 

[This paper began u a response to a psncl on 
*Counie(s aad Kings'*t the Anaiwi Conference 
on Soath Asia, University of Wisconsin, 
Madison, November 1986. A longer version 
was presented u the Axil Ahmad Memorial 
Lecture at the University of Toronto in 1987, 
and I dedicate this revised essay to the memory 
of the late novelist/sc bo lar who could also tell 
many a joke. Sheldon Pollock, Hirbens Mukitti, 
and Ravinder Kumar may not recognise here 
any benefit of their comments but they were 
indeed helpful to me.| 

1 All translstions are mine unless otherwise 
indicated I have, however, often re-told a 
joke instead of translating it verbatim. My 
thanks to Frances Pritchett, whose collection 
now deposited at the University of Chicago 
was a valuable resource 

2 There is an anecdote in The Arabian 
Nights, involving Haroonal-Rsshidandthe 
poet Abu Nuwas. which is sinkingiy similar 
to this story. See Mia I, Gerhardl. The Art 
uf Story-Telling (Leiden: E J Brill. J96J), 
p 459. There are similar poetic contests in 
the Peno-Arabic literary tradition to which 
Urdu also belongs. 

3 This, to my knowledge, is one of the 
oldest recorded Akbar-Birbal jokes: it is one 
of the three listed in a late tilth century 
Persian manuscript in Patna, hlir'aial-lstilah. 
author unknown, date of com-position, 1158 
A H11745 AD). Khuda Baksh Oriental PuMtc 
Library. Patna, f 221a. I am grateful to 
A R Bcdar for making the teat available 

4 Abdul Qatfar bin Maluk Shah, a k a Al 
Badaoni. Muniukhab-u-Tawankh. Tr W H 
Lowe (Calcutta, Asiatic Society of Bengal. 
1884). II. pp 367-68 


J .Tfe— .i joitori are dips rite 18th 

century manuscript mentioned Move. 
Different versions are also found tear. 

6 Al-Badaoai, U, p 373, Cf alao tha remarks 
ascribed in Raja Bhagwan Dm, the father 
of Man Singh. In the account of the year 
990 AH/1382 AD. Bedayuni reports 
“Raja Bhagwan Daa said to (he Emperor 
'I would willingly believe that Hindus 
and Musa I mans have each a bad religion, 
but only tell us what the new sect is, and 
what opinion they hold, so that I may 
believe’. Hit Majesty reflected a little, and 
ceased to urge the Rajtii " Al-Badaoni. II, 
p 323. 

7 Sigmund Freud. Jukes and Their Relation t,> 
the Unctmsittna (New York: W W Notion. 
I960), p 101. 

8 I know of only eight jokes Involving 
Aurangzcb, tlx of which are indeed 
tendentious These are included in 'Aju ib e 
Hindi ofLala Debt Pnuhad(Lucki»w: Newal 
Kithore Press. 1923; first published before 
1895?) They depict Aurangtcb as mean- 
spirited, opportunistic and fanatical, end 
disfavourably compare his times with the 
times of his predecessors - Akbar’* times, 
predictably, being ideal. The radical 
difference la that they do not use any one 
particular person as a foil to the 
Emperor - Awnuigrcb has no 'Birbal.' The 
significaMk of that fact will become cleat 
below Drill Prashad describes hit book a*, 
the Urdu^'translation of the original in 
MarwarlT language; be prepared the 
translation some time before i 593 

9 The decree itself was quite in line with the 
orthodox position, for (he authority of ihr 
king was contused to measures which had i<- 
he “not only in accordance with some verse 
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| mioa' MtaHia p in ctlrc . of com, "H became 

m «em tor toe exercise o< wmtnined 
asaocracy". S M Bran. Muslim CMUsatum 
In Min, (New York: Columbia University 
Pics*. 1964), pp 159-60 
to Abu 'L-Fixl ’Attarai, The A'in-i Alban , Tr 
H Btodwwnn (Calcutta: Asiatic Society of 
Bengal. 1927, 2nd ed), p 219. 
l 1 1 P P Sinfaft. Ruja Birbal: Life and Times, 
1 (Patna: Janakl Pnkashan 1980), passim. 

12 Sid*. P 39. 

13 Al-Badaoni. II, p 164 Motl Persian 
manuscripts of Ok lime spell (tie name with 
an 'r' at the end: it is only later that a 
linguistic shift seems to affect the change 
from V to T and gives us the now familiar 
name. Birbal. 

j 14 SHHodivala,Studies in Indo-Mustm History 
(Bombay. 1939). p 555. Muhammad Husain 
j Azad. in an article on Bubal published in 
I 1876. suggests that in Sanskrit Briber meant 
Bleased by Jupiter ' Tins does not exclude 
HodtvaU’s interpretation See Maqalat-i- 
i Aleutian* Muhammad Husain Asad. Vol I. 
edited by Agha Muhammad Baqir (Lahore 
MajHs-i-Taraqqt-iAdah. 1966), p 461 
| 15 The translator was none other than the 

[ redoubtable Badayuni. who called his 

* tra n slation Nama-t Khirad-Afza (The Book to 

^ Increase Wisdom). Puruk’hotam. ■ brahmin, 

I wrote a commentary on it When later the 

• book was either lost or stolen. Akbar’s 

( displeasure fell on Badsyunt.AI Badaoni. II. 

[ pp 186. 265. .389 

f 16 Hcmu. after conquering Delhi and Agra. 

1 ' ascended (he throne "with die imperial canopy 

tasted over his head, issued coins in his name, 
and urnumed the histone name Vikramoditya 
or Rqia Bikramajit." R C Majumdar led). The 
i History audCulturroflhelndiun People (The 

[ Mughal Empire) (Bombay Bharativa Vidya 

I Bhavau. 1974). p 100 

( 17 Richard P Burkin (Try. Vtkram and the 

J Vampire (London Tylsion and Edwards. 

‘ 1893). pp 106-17. 

18 Saryu Prasad Agrawtl. Akban Durbar *.• 
Hindi Kart. (Hindi Poets At Akbars Count 
(Lucknow: Lucknow University. 194V). p35 
19 In BaHakt Puchui. the patron of Vita Vara 
tried to kill htmself when he discovered ho* 
hit servant had sacrificed himself and h« 
family for bit sake, and was saved only by 
toe iMNVOMSM of the Devi Raya Vikrem of 
! toe Mery considered it a* the noblest of 
actions, superior to all the sets of Virs Vara. 
Burtou, p 117. 

? 20 BkxtaiM't traaflafion (Allamt. p 214). The 
banriatan by Lowe (Al-Bodaom. II. p 362) 

i 21 /UBrntowi.U r 589 - - lm, " nUf 

1 pm Bfctar in hit estate at Kalinjar Akhor 

l ordered far hint» be brought to the court 

i This tone a local Hindu officer deceived the 

t Bnpcwr by reportwg so him that though 

l Bitov tad ra^penrod and was recognised by 

\ Ida brnbre, “death tad overtaken him before 

( he tad aMaantd toe felicity of coming to 

1 Court" Afttar mourned for him • ««*** 

i taaa Tta ever churlish Badayuni ends the 

i «ses*tbytadiug.“He|ie, Akbar) sent w 

I tot fHtaduufBearlimdtdhers, and kept them 



tot some lime in toe stocks as a punishment 
nw not having mid Mm before; and on this 

pretest the Emperor got a good deal of money 

from him ” 

22 Srnha, Appendix, facsimile of the letter from 
a manuscript of Maktubat-i 'Allamt at 
Khudahakhsh Oriental Public Library. Patna. 

23 Shah Nawaz Khan, Mu'uthir al-Umura, 
edited by Abdur Rahim and Ashraf Ati 
(Calcutta: Asiatic Society of Bengal, 1890) 
It. pp 118-22. 

24 'Mulla Do-Piyaza aur Ja'far Zatallt ki 
Sawanih-'Umn kaia'tza aur Tanqid’ in Hafiz 
M ah mood Shiraiu, Muqulai-i Shinmi (Lahore: 
Kitab Manzil. n d), pp 59-123 I am grateful 
toM H KQuresht. who made Shirani's article 
available. According to Bent Praihad, it 
originally appeared in the Oriental College 
Magazine (Lahore; November 1939). B 
Prashad, 'Raja Birbal - A Biographical Study, 
and an Account of his Articles of Worship 1 , 
Journal of the Royal Asiatic Society of Bengal, 
X (1944), p 43, fn 5. 

25 Another speculation would be in the direct¬ 
ion of connecting the name with the word for 
turnip, ‘shalgham*. thus indicating a 
'vegetaliooal'relationship between the‘father’ 
and the ‘son 1 . 

26 Shirant. p 87, CfFakhruddin AliSaft. Lata 'if 
al-Tawa'if, Ahmad Gulchin Ma'ani (ed). 
(Tehran: Eqbal. n d), p 370. 

27 Paul R Sprachroan, The Comic Works of 
Vboyd-i Zaiam; A Study if Medieval Persian 

Bandy. Verbal Aggression, and Satire, 
unpublished PhD dissertation. University of 
Chicago. 1981. p 13 et passim. It is excerpts 
from these pithy definitions oscribablc to 
Zakani that are included in Shahid-i Sadiq 
of Muhammad Sadiq. a compilation from 
Shahyahan's time. Both Shirani (above) and 
R P Tnpathi (Some Aspects of Muslim 
Administration. Allahabad: Central Book 
Depot, 1959; p 144. fn 37) mistakenly lake 
them to be by our Mulla. 

28 PENO. Who Says Akbar Was Great? (Delhi 
Author, 1968). pp I, 52. 71 PENO is a 
pseudonym of P N Oak. the author of The 
Taj Mahal is a Hindu Palace and other 
amazing texts and a founder of the Institute 
for Rewriting History. 

29 Ibid, p .366 Cf Badayuni’* comment on the 
a/termalh of ihe campaign of Nagarkot which 
Akbar had given to Birbal as jagir: "So many 
trriunaiK, rojoumers in the temple, were killed, 
that both fnends and strangers heap a thousand 
thousands of cutset on the head of Biibar, who 
reckoned himself a saint among (he Hindus 
(curse on them!).” Al-Badaoni. II. p 165. 

30 R C Majumdar, pp 137, 149, 167. 567. 

31 F F Sinha, passim. 

32 S P Agarwal passim. 

33 Vrindavan Lai Verova. Birbala (Jhansi: Mayur 
Prakashan, 1965,6th printing). Verma is the 
author of 23 novels, mostly historical, 10 
story collections, 14 full-length plays. aho 
mostly historical, and 6 collections of one- 
act plays All seem to have gone through 
several primings. 

34 Bhavishya Parana, two Vols. edited with 
a Hindi commentary by Shriram Sharma 
Acharya (Bareli: SanskritiSantthin, 1968). 
I am greatful to Arvind Sharma, who 


brought this book to my attention, and to 
Vishwajit Pandya and K C Brill, who tetped 
me read it 

35 Lado Roche. Purunus. Vol 2 fate 3 of A 
History tf Indian Literature. Jan Condi 
(cd)( Wiesbaden: Otto Harrossowiiz, 1986). 
pp 151-54. 

36 Itcalls the English Cunindikas'. and connects 
their origin to (he monkeys who had died 
fighting against Ravana and were (hen reborn 
and rewarded.- 

37 Bhavishya Parana. II. pp 270-7). 

38 Ibid, p 276. Muhammad Husain Azad in his 
Durbar-i Akbari. first published in 1910. 
gives the story differently (Lucknow: 
Maktaba Kaliyan, nd, pp93-94). According 
lo Azad. tome brahmins brought to Akbar 
an ancient document which allegedly had 
been written by Mukunda Brahmacbari. with 
prophecies about his rebirth. Then some 
Muslims brought an old book which 
suggested that Akbar was the promised 
Mahdi. Azad. unfortunately, does not 
document his sources. 

39 According to the Da'ira ai-Ma’ arif 
Farsi. Buhlool pretended to be mad and 
was also reputed to be related to the 
caliph (Tehran: Franklin. 1345/1966. I. 
p 479). In The Perfumed Garden by 
Shaikh Nafzawi. there are several coane 
jokes involving Buhlool with the caliph 
ai-Ma'mun (r 813-33). 

40 Da'ira al-Ma‘ arif Farsi, I, p 987, article 
'dalqalc'. where this word is given asageaeric 
term for various clown figures at the courts 
of kings and ..diphs during the history of Iran 
and Islam The author suggests that perhaps 
this word was derived from the name of 
Mahmood's jester, Talhak. He concludes by 
saying dial these men were not ignorant or 
dim-witted, that they in fact used their witty 
or comic acts to help the people and expressed 
in the guise of jokes what could not he 
expressed otherwise. Also. Fakhruddm Alt 
Safi, pp 295-96 

41 Da'ira ai-Ma arif Fund, I.p987, II. p 2248; 

Muhammad Mir, Zikr-i Mir. final section, 

manuscript at the Riza Library, Kirnpur. I am 
grateful to Akbar Ali Khan, Atahtada, for 
providing a copy. 

42 David Dean Shut man The King and the 
Clown In South Indian Myth and Poetry. 
Princeton University Press. Princeton. 1985. 

pp 180-200. 

43 Tony Stewart, 'Courtly Humour aad Peasant 
Wit in Medieval Bengal’, a paper read at 
the panel on 'Courtiers and Kings'; also. 
Edward C Dtraock, Jr. The Thief tf Lenta, 
University of Chicago Press. Chicago. 1963, 
pp 183-88. 

44 In the Tamil version, the king »eUs Us 
dream one day, then toe followingdayTeaaB 
Rama offers its ‘ continuation’. Curiously, 
there is also an I sl a mtc m r . analogs* of tat 
story dating back to catty 10th century, bat 
it is in the form of an exchange between 
Asfa'ab, a legendary comic, and Ms mother 1 
Franz Rosenthal. Humour m Early Islam 
(Leiden: E J Brill. 1956), p 64. 

45 StMlmm, p 199. 

46 Statraan, p 195, em pha si s original 

47 Shutnam. p 197. emphasis added. 
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4# .lame* Ryan, 'The Birbat Tales in Broader 
Respective’, a paper rend at the pane) on 
Counters ami Kings’ 

44 Banuraxidasal 15X6-1641? i.Arxihoknihonuka. 
translated and annotated by Mukuml l-ath 
(Jaipur Rajasthan Prakrit Bharati Sansihon. 
1481). p .18, 

50 Shulman, p 45. 

51 D M Goldman and V V Tsvetkova. [Ihr 
Amusing Sinner atumi the Supremely Wise 
iitulC/everfiirixilliMixcoviVTKnbil, Eastern 
Literature, 1478). Introduction Other 
comments'. "These stories strengthen the 


people's faith in their mm power-. Akbar it 
there only for contrast, in order to shew that 
the real power lay with the people.. Virtue 
and Justice arc personified in Btrttal." I am 
grateful to Colin P Musics for translating 
relevant passages. 

52 Cf Lee Siegal. Uiughing Matters: Comic 
Tradition in liulin. University of Chicago 
Press, Chicago. 1487, pp 247-112. Recently, 
( am told. Sodhvi Rithambara also used 
some Akbar-Hirbal jokes in one of her 
denouncements of Indian Muslims, perhaps 
unaware of what PENO thought of them. 


DISCUSSION _ 

Feminification of Theory 

Maiuvika Karlekar 


IN his ‘Feminification of Theory' ( EPW , 
March 25), Dipankar Gupta claims that 
feminism, uncharted and untethered, found 
post-modernism a convenient peg on which 
to hang its blouse. According to him. like 
post-modernism which, following Jacques 
Derrida, “allows multivocal (actually 
equivocal) readings", feminism too revels in 
a specific nihilism, where individual 
experience, particularly those pertaining to 
the body, gain paramount importance. It is 
interesting that Guptashould read multivocal 
as equivocal; perhaps it is this reading which 
allows him the freedom to dismiss feminists 
as a bunch of bra-buming. hysterical women 
who have little respect for theory or for 
imrmitable truths. 

But who arc these feminists? For Gupta 
they appear to be the privileged few who 
find a voice in the pages of Signs and are 
well-honed in Irigary. Cixous. Lacan and so 
on. As I'ecruure feminine dominates, there 
is no need to be bothered with theory but 
only with the practice of discovering the 
body. The author is not mistaken in 
identifying a trend among a section of western 
feminist studies. However, by painting all 
feminists with the same brush, he is falling 
into a trap similar to the one he accuses the 
poor feminists of finding themselves in: of 
listening only to those voices which suit 
him. Here again, a quick glance at a few 
tecent issues of Signs will indicate the 
selective nature of Gupta's enquiry: looking 
through the 33 main articles in an issue each 
of 1993 and 1995 and all four issues of 1994, 
one finds an entire volume on feminism and 
law including a/tidcs on domestic violence 
in Ghana, Chinese legal stuAes and racial 
and sexual violence. Comnhjjtions in other 
isaucs deal with Japanese social protest, the 
equal opp ortu n i ties law in that country, 
missionary education in China in the last 
century. African*American Intellectual* and 
an analysis of dependency m US welfare 


literature. There is nor much evidence of 
Vecritttn feminine in these articles, most of 
which are rooted fairly well in a kind of 
disciplinary analysis which Gupta should 
find comfortable. In any ease, feminism can 
hardly be limited to whai appears in the 
pages of a single journal, and that too which 
had its early beginnings in the Departments 
of English in the US. Interestingly, Gupta 
chooses not to define his universe, 
unforgivable for a social anthropologist. 
Feminist, feminism, gender studies arc used 
interchangeably without any reference to 
their social or geographic context None of 
these categories is internally, intellectually, 
or even in terms of action, united and 
homogeneous. (Nor. for (hat matter, one 
would imagine is the section of Indian. 
Marxists whom Gupta tumps together as 
“old leftists”.) 

Gupta's feminists not only laugh bawdily 
in male strip lease joints while men watch 
(heirfemalccounterparts in "hushedsilcnce'’. 
applauding politely “hut never without a 
significant pause when they are collecting 
themselves", they also wrest jobs away from 
cornered men: citing Andre Beteillc 
('Feminism in Academia: Changes in 
Theory and Practice’, Tin- limes of India, 
December 27.1994), he notes that women 
are coming into (heir own in a variety of 
fields. But there is no axiomatic link 
between feminism (or in the case of 
Beteille’sargumem.wonwD’sstudies) and 
increasing middle class women’s 
employment.'This^growing trend is t 
product of changing family values, 
requirements of the job market a* well as 
individual family economies, expanding 
educational and occupational choice* and 
so on. In fact, quite oftea, many of these 
women are unaware of the debates within 
women's studies; nor anf they recipients 
of affirmative action-type of employment 
policies- As is well known, as men move 
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flit itHhe space*; And that tee A# met 
slower pace than men: for theta visible gins.' 
ceding it a fact of life in many nreas o 
employment. 

But to return once again to Dipanka 
Gupta’s obsession with what he sees as the 
exclusiveness of feminism, an 
concomitantly, his lament for the male 
feminist. As “feminist scholarship wil 
typically ignore those areas where wotner 
interface with men”, they are only interextei 
in menstruation, the wondrous process oi 
childbirth, the joys of lesbianism. In other 
words, the female body and its mysteric. 
are deified. Not unexpectedly then, the 
male feminist, even the kind who ha; 
travelled along the post-modernist way 
feels left out, poor soul. After all, he car 
hardly become a woman, intellectually oi 
otherwise. One would only like to ask 
where are these male feminists, of the post¬ 
modern or other varieties? As one who ha‘. 
taught in two of the country's leading 
universities and has had substantial 
exposure to inicrnational academic 
discourse, how many students or colleagues 
has Gupta encountered with a genuine 
interest in the study of gender relations’ 
Why does it have to be women who studs 
dowry, wife abuse, changes in law and s« 
on? Why cannot male feminists of whatever 
hue or vintage engage in so me rigorou* 
self-analysis on peer behaviour ‘ Or would 
that smack loo horribly of subjectivity ’ li 
is a little difficult to believe that they arc 
driven away by their female conuades-in 
arms Post-modernism apart, except for ,i 
few studies in labour economics, studies 
of the lamily. kinship and marriage, male 
academics have hardly treated gender 
relations as areas of serious concern. Ami 
il is not enough for Gupta to hide behind 
the bogey o( post-modernist feminism 
which keeps the men away. Not* is he 
justified in ending hi* litany of complaint* 
against what be see* as feminism by Mdmp 
out an olive branch to those “anguished 
men" and "confident women” (what j 
combination!) outride the charmed sorontj 
of post-modem feminists, If he is reallv 
serious in going some way in nghttng the 
wrongs of those be views as feminists 
Gupta needs to interface with men as well 
as women on an alternative discourse and 
world view. 
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Wheat and Chaff 

The performance of the wheat crop in India, which exhibited robust growth 
through two decades of the green revolution, could be sustained because 
of an enclave-based strategy. Of late, the strategy has failed to yield 
results. An analysis of the trend rate of growth of the wheal crop since 
independence and its inter-regional imbalances in recent decades shows 
that if the growth of wheat production is to regain the earlier trend, the 
present strategy needs to be remodelled and targeted towards weaker 
farm households, preferably outside the already saturated enclaves. A-58 

Against Innovation 

A death sentence was passed on the Indian Patent Act 1970 which had 
allowed Indians to make some headway in patent registrations in India, 
especially in drugs and pharmaceuticals, when the government of India 
signed the new GATT treaty. A study of the working of the Indian patent 
system in the context of the global patent scenario brings out, however, 
that the needs of a rationally constructed innovation system are quite 
different from the changes proposed to be effected to suit the TRIPs 
provisions of the GATT treaty. 1501 

Saffronisation 

The January 1993 riots in Bombay, which must not be treated as just 
.‘another communal riot, raise major questions about the authenticity and 
efficacy of the Shiv Sena’s espousal of the ‘Hindu’ cause and about 
the concept of ‘Hindutva’ itself. 1520 




New Role 

Agro-Climatic Regional Planning 
(ACRP) has a major role to plav m 
helping agriculture to adjust to 
liberalisation and make effective 
use of the opportunities it offers 
for growth._1478 


Forests and the Economy 

The intent and practice of government 
policy with respect to forests mediates 
the role that forests play in the 
economy in their different aspects, 
as processors of the water cycle and 
of soil, as providers of livelihoods to 
people and homes to wildlife and as 
suppliers of timber and other raw 
materials to industry_1480 


How Complementary: 

Concern has been expressed recently 
about the decline in public sector capital 
formation in Indian agriculture in 
the 1980s. This decline, it has been 
argued, is not only bad in itself, 
but because of the alleged high 
complementarity between public and 
private capital formation in agriculture. 
U has also led to a decline in private 
capital formation. How valid arc 
these claims and contentions, 
m particular the hypothesis 4 £J 
of complementarity 7 


Gandhi’s Religion 

Gandhi regarded the Gita as his 
••nwiher’s milk” but. strange as « 
may seem, found in >< supp* 1 for 

^.violence. His freewheelmg 

mterpretations he earned to other 
.kMiriM Hinduism. 1 


Poverty in Punjab 

The widely sha cd view that there has 
been no significant decline in poverty 
in Punjab despite the green revolt lion 
docs nor souare with ihe observed 
ground reality. Analysis of trends in 
rural poverty shows that there is a 
decline not only in the proportion of 
the jxior. but also in iheir absolute 
numbers. _ A-80 


Rainfall Insurance 

In view i >i the problems faced by crop 
insurance schemes in tuber countries, 
proposals for rainfall insurance have 
received attention recently. Interestingly, 
a scheme of agricultural insurance 
based on rainfall was formulated 
as far back as in 1920. A-84 


Not a Model 

While devolution is a political 
and historical necessity in Sn Lanka, 
it has had no grounding in 
mainstream political and constitutional 
discourse. Indian policy-makers 
most remember this when they 
press the Indian model fqr 
adoption by that country._ 1484 


Industrial Pollution 

In two recent cases the Supreme 
Court has ordered the immediate 
closure of tanneries for not having 
the required effluent treatment 
plaids. These judgments have set 
a precedent in environmental 
jurisprudence and could go a long 
way in strengthening industrial 
pollution control. *484 























LETTERS TO EDITOR 



Pubik Enterprises and 
Private Purposes 


HAVING aeenSudipChaudhuri’s response 
(April 29) to my comments (August 20. 
1994) on his paper (May 28, 1994) I feel 
prodded to reply. 

My account of developments in the 
fertiliser sector in the 1960s and 1970s, 
based on close association and first-hand 
knowledge, and offered in the naive hope 
that it would be considered a useful 
contribution has been dismissed by 
Chaudhuri as unsubstantiated and irrelevant: 
but I stand by fee truth of feat account. (I 
have received confirmatory and appreciative 
letters from a couple of distinguished 
contem p orary obaerversfactors.) However, 
what power can truth or logic or 
reasonableness have over an obstinate 
adherence to myth and fable? 

The decision in favour of 1,330 TPD 
ammonia plants, taken after much thought 
and consultation, was (I repeat) a perfectly 
rational and defensible one, and there is no 
need and no justification for a search for 
mala fide explanations. It was certainly a 
new technology at the time but not an 
unproven one. In any case, fee proof of fee 
puddi ng is in fee eating: the induction of 
1,350TPD ammonia plan is into this country 
was quite smooth and there were no special 
problems in fee commissioning of the plants 
and the achievements of the nameplate 
capacity. This was quite unlike the earlier 
history of e ndless trouble with a whole 
aeries of 600 TPD ammonia plants (PCI/P 
and D projects). 

Chaudhuri does not tell us what the 
particular ‘influential' public sector chief 


comprehensive centralised planning of a 
detailed kind; that the Five-Year Plans and 
Annual Plans were essentially public sector 
ptenr, and that considerations of indigenous 
development and self-reliance were at the 
heart of the planning philosophy. The strong 
and diversified industrial brae that we have 
today and the strength achieved by 
organisations such as BHEL did not come 
about without planning and without a con¬ 
cern for indigenous development. The old 
system, now receding into history, has been 
much criticised. My present purpose is not 
to defend that system but merely to make 
the point that it existed. When Chaudhuri 
says that there was no planning for the 
public sector as a whole, and that there was 
an inadequate concern for indigenous 
development, he seems to be turning the 
entire economic history of the last four 
decades on its head. 


Ramaswamy R Iyer 


New Delhi 


Moving Up 

HAVING won the vole of confidence, fee 
BSP government in UP may be said to be at 
last, for the time being, firmly in place. It 
does not matter feat the government has 
come into existence with the support of the 
BJP. a party of fee extreme right. What 
matters is that this government, precisely 
because it is supported by the BJP, continues 


lobe, like fee previous SP'gSP toaifeine. 
truly representative government Th 
character of its representativeness, howe . 
malms this government a Uttle differ?: 
from the SP-BSF combine: whereas in th, 
combine fee 5P represented fee OBCs j 
fee new set-up the BJP. which has, inawa\ 
replaced the Samqjwadi Party, woui 

represent the upper caste*. Surely,one shot; 
be able to take these trivial political shifts i 
one’s analytical stride. 

Looked at even more positively, 
should be a matter of satisfaction i 
some that by replacing the OBCs with!) 
upper castes, in its scheme of repress 
cation the new UP government has mm, 
one step up-and not down-the c..m 
ladder. Such loyalty to the time-honornc, 
structures of our ancient society need - r ( 
be lauded. 

Observers talk of ideological 
compatibility between the BSP and the lijf 
This is an extremely unchan table an,: ,- 
one may say so. unintelligent view <>t •> u 
even the BSP and BJP have clanh ., 
going to be only a temporary anangem.*• 
Besides, one is yet to come acr<i" « 
injunction in political theory whirl' s.,,. 
feat ideologically incompatible pel.!,., 
parties should not share power e\rn 
they share the drive for acquism v •] 
political power to the exclusion ol 
other goal. 
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who bder went to Bechtel has to do wife fee 
spotting of fee PCI; nor how fern instance 
(Mint i ng feat it had fee significance that 
Chaadhuri ascribes to it) warranted a 
sweeping generalisation about “senior 
baneancrals/technocrats some of whom 
taler joined organisations like Bechtel or 
fee Wot^J Bank”. Per from withdrawing 
feet allegation he now offers fee curious 
observation feat people do not have to join 
aa otgsnisarioa to serve its interests, and 
c on cl ud e* wife the triumphant assertion 
feat even if fee particular statement feat I 
had que stio n ed were dropped, that would 
not affect his point. .An amazing 
performance: (am left speechless. 

Ch a udhuri says feat I have misted his 
point regatfeag pl m n i ng and in d igen o us 
devetopwpac I have, indeed; 1 have not 
been able to find it. despite a difigent effort 
Without catering into s detailed argument, 
let are m e rely say feat what we had in this 
country for foe decades and more was 
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W HEN the stabilisation and structural adjustment 
programme was initiated immediately after the 
mha Rao government came to power four years ago, 
m to the problems of mass poverty, malnutrition, 
loyment and underemployment were conceived 
illy in terms of the rate of growth of the economy, 
growth rates, of the type achieved in the east Asian 
tries, it used to be confidently suggested, would take 
of the poor. Well-meaning misgivings about high enough 
h rales being achieved in the face of the prevailing 
backwardness, limitations of the domestic market and 
y-side disabilities caused by inadequate infrastructure, 
levels of domestic saving and investment and slow 
ultural growth used to be brusquely brushed aside as the 
ling of drawing-room Cassandras. Economic planning 
effectively put an end to, severe fiscal and monetary 
ision was imposed, public expenditure on the social 
was drastically curtailed and programmes intended 
the poor, including the special employment programmes, 
sidelined. Evidence of worsening of the condition of the 
and vulnerable sections of society was. however, not 
in coming and could not be entirely ignored even by this 
. mment. Small increases in the budgetary allocations for 
intensive rural development programme (1RDP) were 
and some new schemes for providing employment to 
poor in 1993-94 were announced with much fanfare. But 
increases in public spending came after the stiff contraction 
ier and the additional employment programmes could 
be expected to make up for the sharp curtailment of 
regular public programmes for social and economic 
i. 

_the state assembly elections of this year and last and 

unmistakable portents for the Congress Party in the 
g parliamentary elections, the government has now re- 
ered the poor. Though nobody in the government is 
ng about it, many dements of the structural adjustment 
ume, for which specific time-frames for imple- 
on had earlier been set, have been put on hold; for 
, the opening up of the insurance sector to pri vate and 
participation, lowering qf corporate taxation, 
of forward trading in shares as also in a number 

iJr _des and further ‘reform’ of the financial sector 

Ktall been unofficially deferred While foreign audiences 
itobe assured that the current slow-down is temporary 
the pace of the reforms will pick up shortly, internally 
-jaucracy is clearly under pressure to show quick 
_ in terms of more conventional socio-economic indices 
again After his eloquence on the merits of high growth 
sohitjon to the problems of poverty, unemployment and 
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social deprivation in his first four budget speeches, the 
Fi nance minister, apparently in response to the prime minister ’ s 
directions, returned to the issues of social equity and poverty 
alleviation in his fifth performance. There was a sudden 
realisation that the fruits of growth expected from restructuring 
will after all take time to reach the poor and weak in society. 
So something like half a dozen special schemes for the poor 
were listed in the budget for 1995-96. Only, since the 
government kitty had already been near-emplied by bonanza 
of tax give-aways as part of economic reform, these schemes 
had perforce to be financed by the banks and the financial 
institutions. So another of the shibboleths of economic 
reform had to be quietly pensioned off - that about hringing 
down the share of directed credit. 

Earlier, the government had created six separate departments 
to address issues concerning the poor, including small-scale 
industries and tiny units that emnloy the poor. It had also 
introduced in 1992 the revamped public distribution system 
(RPDS) in 2,200 backward blocks, though a report by the 
programme evaluation organisation fPEO) of the Planning 
Commission has brought out how the concerned agencies 
have failed to issue ration cards to all households in the RPDS 
areas and make arrangements to store enough foodgrain 
stocks at the block level. Stung by criticism, the prime 
minister has declared that \e was not goinc to he satisfied 
with even 99 per cent compliance with the c hjectives of the 
RPDS. Addressing the parliamentary consultative committee 
attached to the ministry of planning, he also stressed that the 
Planning Commission and the ministries and departments 
would give top priority to employment-g'neration 
programmes by working out need-based micro-level strategies 
applicable to different geographical areas. After dragging its 
feet for over three years, the government has also announced 
a Rs 2,005 crore modernisation plan for the NTC mills. The 
plan envisages the modernisation of 79 mills, restructuring of 
36 other mills into 19 viable units and shedding of a ‘surplus’ 
of 32,938 workers through voluntary retirement schemes. 

While the schemes have been announced, their 
implementation has been tardy. The implementing and 
financing agencies have been at best lukewarm in their 
altitudes. Till this month, for instance, the Rs 1,000 crore 
programme for employment generation under the KVIC had 
not been initiated and the prime minister has had to issue 
specific directions for its implementation without further 
delay. Banks providing finance for the scheme, he has 
directed, must adjust themselves to the working of the KVIC. 
But the SBI-ted consortium of banks are awaiting state 
government guarantees which some of the governments have 
not agreed to. It has also come to light that the number of 
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beneficiaries under the Jawahar Rozgar 
Yojana (JR Y) has been coming down from 
2.37 lakh in 1992-93 to 1 32 lakh in 1993-94 
and further to 1.24 Ukh in 1994-93 because 
banks have been reluctant to relax their 
lending norms. There have also been bitter 
complaints from state governments that 
nationalised banks have been coming in the 
way of the implementation of the Prime 
Minister’s Rozgar Yojana (PMRY) for as¬ 
sistance to unemployed youth in urban areas. 

A more serious lapse of the banks and 
financial institutions relates to the packages 
for revival of sick units worked out by the 
B1FR. They have been procrastinating 
almost as a rule. The government too has 
not provided any leadership in this respect 
so that the agencies concerned adopt a 
positive attitude to rehabilitation of sick 
units. Proposals for takeover of sick units 
by labour co-operatives have generally been 
greeted with cynicism, if not actual hostility. 
It is interesting that even the Confederation 
of Indian Industry (CH) has now come out 
in favour of full judicial status for the BiFR 
so that it will have enforcement powers 
over the concerned parties, including the 
promoters and banks and financial 
institutions. The Cl I has proposed that the 
BIFR should explore all possibilities of 
rehabilitation, though it would like this to 
be done through mergers and takeovers. A 
public interest group has brought out that 
only 26 per cent of the cases referred to the 
BIFR are under revival; another 28 per cent 
are still under consideration, but in the 
balance 46 per cent cases either closure or 
sale has been recommended. 

There are numerous other instances where 
the government's perspectives on economic 
and social issues do not favour the poor and 
the labouring classes: fixation of minimum 
wages in many industries which arc below 
the officially accepted poverty line; 
encouragement, directly and indirectly, of 
what has come to be known as ‘management 
militancy’ which is reflected in the large 
number of lock-outs; blatant violation of 
the law relating to contract labour, including 
even by Public Sector Undertakings (PSUsl; 
and use of the National Renewal Fund (N RF) 
essentially for VRS schemes rather than for 
training and rehabilitation of retrenched 
workers. There is little in government policy 
tqday that effectively protects the interests 
of the unorganised workforce which 
constitutes something like 83 per cent of the 
total labour force in the country. The 
prescribed minimum wage for unskilled 
construction workers.ranging from Rs 37.28 
to Rs 29.00 per day, revised on October 10, 
1994, is still below the minimum wage for 
agricultural labourers(Rs48.58 k>Rs4! .58) 
and works out to roughly 20 per cent lower 
than the officially-accepted poverty line. 

Short of bringing in a formal exit policy, 
the government has given a more or free 


hand to industrialists and employers. fttf 
results arc tobe seen ratheritiag proportion 
of mandays lost due to lock-outs as compared 
with those due to strikes. la 1990 lock-outs 
accounted for 56 per cent of the total 
mandsys lost, but in 1994 (Januaiy-August) 
they accounted for 81 per cent; of the total 
number of workers involved in strikes and 
lock-outs, the proportion of those affected 
by lock-outs was 11 per cent and 33 per 
cent, respectively, in the above two periods. 
The contribution of the new economic policy 
to reducing the bargaining strength of even 
organised can be clearly seen. Similarly, of 
the total amount of Rs 2,550 crorc so far 
budgeted for the NRF. only Rs 1.313 crore 
had been disbursed till December 1994; of 
the latter only some Rs SO crore had been 
spent on counselling and execution of 
training and redeployment schemes. The 
bulk had gone to finance the retrenchment 
of 74,218 workers through so-called 
voluntary retirement schemes. 

Mention must be made in this context of 
the growing use of contract labour by private 
employers as well as by PSUs. Recognising 
contract labour as an unfair labour practice, 
the Supreme Court has urged the central and 
state governments to take steps for its aboli¬ 
tion. A division bench of the court was 
unanimous: “we cannot help expressing our 
dismay over the fact that even undertakings 
in the public sector have been indulging in 
unfair labour practices by engaging contract 
labour when workmen can be employed 
directly even according to the test laid down 
by section 10 (2) of the Contract Labour 
(Regulation and Abolition) Act. l970.”The 
latest ann ual report of the m inistry of labour, 
however, is altogether nonchalant. It would 
rather take up “suggestions [which] have 
been mooted in the context of the programme 
of economic liberalisation launched to 
exempt certain categories of industries from 
the purview of the Act". 

When such is the government's attitude 
towards the labouring classes, in the 
organised and ihe informal sectors, more 
employment schemes may achieve little on 
balance. They are unhkely to offset the 
displacement of labourer and ihe slow down 
of normal employment growth in agriculture 
and industry alike. That employment 
elasticities have been declining in the mqor 
sectors cannot be denied. The agencies 
implementing some of these special 
employment schemes take away with one 
hand what the^gi ve with the other. Take the 
example of commercial banks financing 
new employment schemes. Even as they try 
to fulfill their paper targets under the new 
programmes, their overall involvement in 
priority sector lending has been continuously 
dwindling. Priority sector advances now 
constitute only 36 J per cent of toe public 
sector tanks’total credit against 43 percent 
in March 1993 and toe target of 40 per cent. 


has coriw down from tAJI per cenne 13.9 
pur cent and that of smslMcsk indeatrir, 
from 16.4 per ceot to 144 per cent over the 
same period. It is common knowledge that, 
in the current situation of credit stringency 
and high interest rates, small-scale industries 
are facing an acute shortage of institutional 
credit. This cannot but have significant 
employment effects, which the government 
has not cared to address. 

At the macro-level as well the employ, 
ment situation is disquieting and toe official 
stance in regard to the achievmem of 
employment objectives is one of helpless, 
ness. The Planning Commission has esti¬ 
mated that the number of the unemployed, 
which was 17 million at the start of the 
Eighth Plan in March 1992, had reached 
18.7 million in March 1995. This is, 
however, based on the assumption that 
during the first three yean of the Plan Is 7s 
million employment opportunities had been 
generated, implying an employment growth 
of 2.03 percent per annum against 1.78 per 
cent in the preceding seven years. The 
Planning Commission has itself admitted 
that these estimates are based on macro dab 
relating to sectoral GDP growth rates and 
some assumed employment elasticities for 
the mqjor sectors. Whether these elasticities 
have actually materialised is a moot 
question, in the case of agriculture, lot 
instance, while the Planning Commission 
assumes an employment elasticity of 0.5(1. 
other studies show the actual elasticity nc\ et 
to have exceeded 0.40 in recent years NSS 
results for 1990-91 and for 1992 suggest 
that rural unemployment rates have been 
rising. While there may have been some 
growth of non-agricultural employment m 
rural areas in the 1980s, it is the government 
sector that was largely responsible for this 
growth. The generation of such employment 
by the government in rural areas must 
necessarily have suffered a setback jv i 
result of the expenditure compression since 
1991. which may be one of the explanation: 
for the increase in the unemployment rate in 
rural areas between 1990-91 and 1992 

Against this background, the Planning 
Commission's latest figure-work on 
employment is little mow than wishttil 
thinking. It has estimated that in ordc: it 
achieve Ihe Eighth Plan objective nl 
generating about 42 million additional jobs 
employment will have to grow annually > 
3.64 per cent or by 12 million this year o« 
the next against an avenge annual growl 
of 6.3 million in first three years of the W* 
and 5 million per year in ihe previous sev« 
years. Nor does toe Planning Cotamo*** 
stop with that; it goes oft to work oat that if* 
Indian economy must achieve and mai#*' 
an average growth me of 7 per cent f 
annum over the next seven years t« ^ 
near-full employment by toe year 200 - 
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the emergency 

Not Just a Memory 

TWENTY yean after the impoaition of the 
Bnmyeacy, both thoae who perpetrated it 
and tboie who were its victims are 
remembering the occasion.The former found 
an opportunity when they gathered at Delhi's 
- Shatyivana on June 23 to pay homage to one 
of the chief architects of the rule of terror at 
that time. Sanjay Gandhi, who died in anair- 
crash that day 15 years ago. Graced by some 
of his leading partner* and acolytes during 
his regime (Jagdish Tytler, Sheila Kaul, 
Maneka Gandhi and, of course, the ever- 
enigmatic member of the Indira Gandhi- 
Cangreaa family whose presence is almost 
obligatory nowadays at every official and 
non-official function, Sonia Gandhi), the 
gathering was addressed by prime minister 
i Narasimha Rao who recalled approvingly 
Sanjay Gandhi's notorious five-point pro- 
• gramme and stressed its relevance today. 

: But for Indians who still remember those 
days of the mid-1970s, what should be 
relevant is that under the birth control meas¬ 
ures of Sanjay Gandhi's five-point pro¬ 
gramme, thousands of men and women were 
forcibly sterilised, maimed, mangled and 
, lulled. 

As for the opponents of the Emergency in 
1973, today they remain divided and 
scattered in different camps. Some have 
disappeared from the political scene 
altogether. In a large measure, it is these 
, divisions among the anti-Einergcncy 
political forces, and the successive failures 
of their governments at the centre that have 
allowed the perpetrators of the Emergency 
misdeeds not only to get away but to re¬ 
enter the political scene tn the country with 
aplomb. While Indira Gandhi herself was 
permitted to escape punishment by the 
bungling of the Janata home ministry, her 
youngest daughter-in-law, Maneka Gandhi, 
li who along with Sanjay had led the Youth 
Congress goons in their depredations in 
, those days, promptly switched over to the 
apposition (without even expressing any 
j regrets for her role during the Emergency) 
> and was accepted as a minister in the National 
‘ Front government. None of the police 

officials or bureaucrats held responsible for 

( die atrocities during the Emergency is known 
to have received any punishment. The bitter 
' memories of the Emergency misrule and 
the popular anger against its villains were 
thus allowed to dissolve into a helpless 
' mood of acceptance and tolerance of the 
criminal politicians and administrators who 
continued to rule the roost, irrespective of 
whether New Delhi was ruled by the 
, Congress or the opposition. Such a mood 
encouraged a sort of collective amnesia 
Reboot memories of a past which, in the 
of retributive justice by the stale 
rforthe wrongs that they suffered, the victims 
.-want to sweep under a carpet which » 
^designed to adjust with the daily demands 
?-* living. It is this mentality which brought 
j*frt Indira Gandhi to power within a few 
■'yam of her disgraceful fall. 


This general mood of acceptance, 
adjustment and willful forgetfulness has 
had far-reaching implications for the Indian 
polity during the last two decades. Till now 
we have not seen any countrywide stir, of 
the type which marked the eve of the 
Emergency, against corruption in politics, 
suppression of democratic rights and rising 
prices. Yet, since the Emergency, the extent 
of corruption in political life has grown 
apace with the induction of criminals, who 
are even elected to legislatures by the voters, 
into the system. As for the judiciary, its 
degeneration shocked the liberal 
intelligentsia during the Emergency, when 
a galaxy of Supreme Court judges came up 
with a verdict on habeas corpus petitions 
(April 1976) which echoed Indira Gandhi’s 
public statements about the need to curtail 
the citizen’s fundamental right to personal 
liberty when the state is “threatened by 
traitorous conspiracies”. Since then, there 
have not only been allegations of similar 
partisan behaviour on the part of thcjudiciary 
in favour of the ruling party, but also 
numerous casesof proven corruption against 
the judges. Yet. barring sporadic newspaper 
exposures, there is no nation-wide campaign 
or movement against the moral degeneration 
of thcjudiciary. 

Coming to the issue of violation of 
democratic rights, atrocities which are far 
more serious than those committed during 
the Emergency have been perpetrated by 
the Indian slate in the insurgency-bound 
areas of Punjab, Kashmir and the north¬ 
east. Repressive laws like NSA and TADA 
have been enacted, compared to which the 
dreaded MISA of the Emergency days looks 
like a kindergarten stuff. The BSF and the 
CRPF, notorious for their brutalities against 
the Naxalnes in West Bengal in the early 
1970s. have been joined since then by a 
teeming swarm of paramilitary and security 
forces, including the ubiquitous Black Cats 
who. in the capital, belabour not only 
ordinary citizens but also honourable 
members of parliament - all in the name ol 
protecting the precious lives of our prime 
minister and his cabinet colleagues. What is 
shocking is that the MFs who were insulted 
and manhandled by these security guards 
after taisingabnct hue and cry in parliament 
very soon quietened down, presumably 
accepting such insults m the interests of 
national security (which is invariably 
identified with the security of the ruling 
politicians). If elected representatives of 
our people sloop to such abysmal depths 
and accept violation of their own rights, 
instead ot demanding and ensuring 
punishment of the guilty security forces 
personnel, how can wc expect common 
‘law-abiding' citizens to defy the anti¬ 
democratic laws and norms which are being 
sanctioned by their own leaders 1 
When the 1975-77 period of the 
Emergency is compared with the two-decade 
penod that has followed it, the misdeeds 
perpetrated under the Emergency regime 
arc found to have had a succession of even 
treater crimes during the last 20 years. The 
only difference is that these crimes did not 
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need the state's institutional sanction 
through an Emergency since during this 
period the civil society in large parts of 
India deadened itself to the values that 
inspired the various anti-state movements 
in the 1970s and almost internalised the 
values of the repressive and authoritarian 
regime of the Emergency, which now 
encourages large sanctions of the middle 
classes as well as (he working classes in 
places like Maharashtra to vote for the Shiv 
Sena, which is the true inheritor of Indira 
Gandhi’s legacy of intolerance and 
suppression of political dissent. 

DISEASE PROGRAMMES 

Missing Link 

TUBERCULOSIS is an old and well- 
recognised disease, whose management has 
been transformed with the discovery of new 
drugs in the last three decades. With early 
detection, well-defined chemotherapy and 
patient education, tuberculosis is no longer 
life- threatening as it once used to be. 
Moreover, it is one disease which has 
generated a lot of relevant research, helping 
immensely in the management of the disease. 
And yet, the disease still claims far too many 
lives, especially in third world countries. 

The Indian tuberculosis programme is 
among the oldest of disease control 
programmes and its strategies of manage¬ 
ment drew upon what is today a pioneering 
epidemiological study conducted in 1959. 
In the early days of health planning, disease 
programmes were designed with evaluation 
and research components which were to 
ensure that the programme strategics would 
be constantly updated and modified. 
Unfortunately, in most cases, these compo¬ 
nents have fallen by the wayside. This has 
had r'ogalivc consequences for the 
programmes as well as for the research end, 
and the two ha" functtoi ed independently 
of cac' ther.Thc result is lhai the only time 
that a programme is subjected to a major 
review is when bodies like the WHO. who 
lund these programmes, insist upon it. 

A recent change incorporated in the TB 
pRigramme, being tested in variousdistricts, 
is a method of ensuring that patient takes 
the drugs presenhed to them regularly and 
for the full period required. The strategy. 

called 'directly observed treatment'or DOT, 
involves the health worker insisting that the 
patient actually takes the presorted drugs 
in her presence. Much is being made of the 
strategy and it has been recommended for 
incorporation in the national programme at 
all levels. 

Ostensibly, the strategy is an attempt to 
overcome what is considered a major 
problem, non-compliance on the part of the 
patient, which gives rise to drug-resistance 
and poor rates of 'cureOngoing discussions 
on the subject have raised such issues as the 
feasibility of such a programme given the 
large populations that a health worker, who 
also takes care of other health problems, ha* 
to cover, and especially in inaccessible 
areas with poor communications. These are 
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obvious problems which anyone familiar 
with the existing health care facilities would 
grasp. How then has this ‘innovation’ gained 
so much ground? 

A recent article in Lancet gives the 
background lo the evolution of the strategy . 
Non-compliance is not a new problem; it 
has given rise to several innovative research 
studies. Two early studies which looked at 
the issue were conducted in Hong Kong and 
Madras. Proper follow-up of ambulatory 
patients, ensuring their regular reporting to 
the clinics and patient education were among 
the measures tried. But more recently, in an 
attempt to cope with the problem of non- 
compliance among (he poorer populations 
in New York, DOT was evolved and tried 
out successfully. It is this study that the 
WHO is apparently recommending as the 
model for all TB control programmes to 
adopt The question that many have been 
raising is whether a programme, no matter 
how successful m the urban area of New 
York (or for that matter Hong Kong or 
Madras) will work, say. in the deserts of 
Rajasthan or the forests of Gadchiroh? Given 
the diverse environments and health 
problems in the country, national disease 
control programmes must be allowed the 
flexibility to incorpontc the design (hat 
suits their needs. But this is possible only if 
disease programmes arc directly linked to 
evaluation and research components, the 
ICSSR-ICMR Committee (1980), among 
others, had recommended that the entire 
research set-up on diseases be reordered 
with well established linkages with the field 
so that the objectives of research evolved 
from the needs of the disease programme 
and the results of research studies could be 
directly communicated to the field. There is 
no practical difficulty in incorporating such 
a scheme, only it makes redundant the 
health care and research 'pundits' who take 
t heir cue only from WHO. And unfortu¬ 
nately. despite all the well-intentioned 
recommendations on a variety of fronts, the 
WHO too has not furthered the cause of 
strengthening the linkages between research 
and control programmes within countries, 
This blind spot is likely to affect the 
management of numerous programmes even 
more now. with the compression of the 
central and state allocations to public health. 
With scanty resources, the only solution is 
to devise and incorporate programme 
strategies at the local level, and natumal 
programmes must make this flexibility 
possible 

GUJARAT 

Riding High 

THE clean sweep of (be recent civic and 
panchayat pollainGujarat by the BJP follows 
the tread witnessed in other stales like Andhra 
Pradesh, Karnataka and Maharashtra, where 
loo parties elected to power at the suae level 
have consolidated their position by winning 
elections to local government bodies, the 
rewhs tn Gujarat confirm the complete 
disenchantment of the state's voters with 


the Congress and their hope that tbeBJP 
government will provide a dean a nd ef ficien t 
administration. It is worth nodng that while 
in the polls to 54 munidpaHtws held in 
December last year most of the candidates 
contested as independents, in the recently 
concluded local elections they made a beehne 
for BJP tickets. 

Going by its present condition, the chances 
of the Congress staging a comeback in the 
state are bleak. Though the regional leader¬ 
ship of the party has described the selection 
of candidates for the panchayat polls by 
local party units as an attempt towards 
decentralisation, the fact remains that the 
party is so thoroughly ridden with 
factionalism that no consensus would have 
emerged at higher levels over the choice of 
candidates. Neither Madhavsinh Solanki 
nor Ahmed Patel eviftced any interest in the 
elections and hardly any state level leader 
took part in active campaigning. It has been 
reported that Jinabhai Darji. a respected 
senior tribal leader from south Gujarat and 
influential in state politics during the reign 
ot Indira Gandhi and Rajiv Gandhi, is 
planning to quit active politics after 
witnessing the utter bankruptcy of the state 
Congress. And though the impact of the 
national level spljt in the Congress has been 
negligible so far in (he state, there is 
speculation that disillusioned Congress 
activists may cross over to the rebel faction 
to try their political luck. After the recent 
attack on dalits in Kadi, a town in northern 
Gujarat, the agitating daln leaders did not 
allow the Congress leaders to participate in 
their demonstrations, not wanting to give 
the latter the opportunity to reap any political 
benefit from the incident. 

The BJP, on the other hand, took the 
panchayat elections seriously. Right from 
the beginning it seems to have proceeded in 
a planned fashion. The whole of Gujarat 
was divided among the party's regional 
leaden and the choice of candidates left to 
them. Not only did state level leaders like 
Kashiram Rana and Shankarshmh Waghela 
actively campaign far party candidates, even 
L K Advani came down to Ahmcdabad and 
other cities to solicit votes. Thus, if in 1988 
the Congress had all but one district 
panchayat to its name, today the situation 
has been reversed, with the BJP claiming all 
the district panchayats except the Dangs Of 
the candidates that have won on the BJP 
ticket, there tfe reported to be about 1,000 
women and an equally sizeable number 
belonging to the scheduled tribes and 
backward classes. Some of them won 
uncontested. 

Yet. it would bwhasty to conclude that the 
BJP has achieved a hegemonic position in 
Gujarat politics. First, the three-month 
period after the assembly elections is too 
short for any judgment about the 
g o vern ment's performance, to fact, to the 
beginning, after coming to power, toe BJP 
had been retocuM to hold the panchayat 
elections. Second, incidents such as the one 
at Kadi, where dalit and Mushmshopa were 
torched by the patidars, with the itase health 
minister, Nitin Patel (himself a pet alar). 


pneaMin 
dominant cemmonittoa amt eeatoom 
Internet* will take toe oflensfve, aammd 
the benign neutrality, if not this acti 
backing, of toe state. Unfortunately, there 
no opposition party with enough ctetobili 
to gain the trust of the oppressed sectin 
and effectively organise political actii 
around them. 

SRI LANKA 

New Entrants 

THE escalation of hostilities to north c; 
S ri La nka, expected as it was after t 
LTTE’s withdrawal from the 'peace proct-s 
prompt comment for several reasons. )• 
one, there is the brutal attack on the wide 
revered Buddhist monk, which has led 
reprisals againstTamilsand has etnphatii.il 
under lined the ethnic nature of the confln. 
The LTTE could not have been unaware, 
the response such a killing would lut 
evoked and it would sppear that the Tift 
are now re-stating their objective ut 
Tamil homeland, which had got >i< 
emphasised in toe run-up to the peace uli 
and while the talks were on. Second. tin u> 
of surface-to-air missiles by the LTTf h, 
signalled the beginning o f a lo ng cru'.jpi 
mens and also mat th e LT TE’s resonrci 
base is intact. The LTTE's intemaimr. 
network must have been working at a, qui 
ing these weapons even as the peace prix. r 
was on . While this is not a new tactic that n 
LTTE has used - to rearm itself even u h 
apparently engaging in negotiations - ms: 
expected that the Kumaratunga imtum 
beca use it offered more manoeuvrabiliti 
the LTTE than perhaps ever in the |m- 
would be treated with greater senousne 
by the Tigers. But now toe reassert ii«r., 
the 'eelam' objective and the resumpiMi < 
hostilities, at a markedly more sophnin. 
ted level of warfare, project what 
Sn Lankan issue into the intemainm. 
and certainly the south Asian ar.-r 
emphatically 

It is against this background that lo«T.r 
requ est fo r the extradition of Prabhai .ir.tr 
the LTTE supremo, and the posiuve re\p * - 
of the SinhsJa press must be viewed l: v 
Lanka were to accede to India's req'K 1 ' 
this could open the door to Indian v tc 
vemion once again, even though gi'cr in 
constraints of a forthcoming grnru 
election, the Indian government m.n " 
be keen on pursuing such a course m. 
mediately. The mood to Sri Lanka appc.i’ 
to be to stre ngthe n the military el tort < 
defeat the LTTF.. In pursuance of iN 
objective, Sri Lanka has requested the I 
for military supplies and toe request m 
been granted. But to dstog so, it has ■>)“ 
provided toe US with toe opportune u 
strengt he n its new initiatives to south Am * 
Robin Ra phe f s amemeet to Washing 
tote last month that tot US is com")'""* 
providing Colombo with supportive equip 
meat and military t rainin g I •dtiiiM <•’ *** 
control ‘Lankin militancy* it tanninm « 

my me %&&&, 



Unit TVost of India 

SET UP in 1964, Unit Tnut of India (UTI) 
wes concaved of as an institution to channel 
the savings of the small investor into 
industrial development. Over the years UTI 
J has evolved into an institution of some 4.80 
cionsunit-holden, managing investihle funds 
of the order of Rs 61,000 crorc. UTI has an 
80 per cent share of the funds management 
industry. The initial capital of Rs 5 crore, 
subscribed to by the RBI, other financial 
institutions, LIC, SBI and its subsidiaries 
and other scheduled banks, including a few 
■ foreign banks, served as a base portfolio 
l with the help of which the UT1 could launch 
[the Unit Scheme 1964 (US-64). Later in 
i 1976, RBI's contribution was takenover by 
; IDBI.Chiklren’sGift Growth Fund, an open- 
[ ended scheme, was launched in 1986 to 
; provide for investment for the security of 
‘ children. The scheme provides an assured 
return of 14 per cent Maslershare, a close- 
, ended growth fund, also launched in 1986. 
’ has given investors an annualised return of 
’ 36 per cent since inception. The f und has 
paid regular dividends for the last nine years, 
made two rights issues and three bonus 
: issues. The UTI has also pioneered offshore 
funds. India Fund and India Growth Fund 


Bangalore. UTI Investors Services Limited 
(UTI-ISL) (1993) was set up to provide 
quality registrar services. UTI Securities 
Exchange Limited (UTI-SEL) was set to 
provide broking services. UTI-SEL also 
plans to actively participate in underwriting 
activities and in the debt markets. It also 
plans tosetupsubsidiaries for activities like 
credit rating, investment banking, 
information services, financial product 
marketing, fund accounting, etc. UTI is 
currently implementing a technology 
upgradation programme which involves on¬ 
line computerisation of operations and 
networking offices through telecommuni¬ 
cations for providing prompt service to 
investors. UTI has 44 per cent of its investible 
funds in equity. It holds stakes in more than 
1.000 Indian companies and accounts for 
over 10 per cent of the market capitalisation 
of all listed scrips on the BSE. Thirty-three 
per cent of the UTl's investible funds have 
been invested in debt instruments, its dc'it 
market operations cover a range of 
instruments including publicly issued ana 
privately placed debentures, bonds and 
medium-term notes. About 23 per cent of 
UTl’s total investible funds are accounted 
for by government paper and call deposits, 
hill rediscounting and commercial paper. As 


in past years, UTI is offering units under 
its US-64 scheme at a special price of 
Rs 13.30 in July; the offer is open from 
July 1 to July 15. 

Bell Agromachina 

Beil Agromachina was incorporated in 1989 
to manufacture conventional agricultural 
implements and tractor trailers, such as MB 
ploughs, spring cultivators, reversible 
ploughs and disc harrows. The company 
plans to start commercial production by 
September this year. It has entered into 
technical collaboration with Falc S A S of 
Italy. It has also entered into a buy-back 
arrangement with the collaborators for lifting 
50 per cent of the production at prevailing 
international prices. Under the collaboration 
agreement, the company is free to sell its 
products in South Asia. The lead managers 
have appraised the project and estimated its 
cost at Rs 411.2 lakh. To pan finance the 
project, the company will enter the capital 
market on July 12 with a public issue of 
25,08,000 equity shares of Rs lOeachatpar 
aggregating Rs 250.8 lakh. The issue is 
being jointly managed by SREI International 
Finance. Nelw.st Finance and Hindustan 
Financial Management 


were launched in 1986 and 1988 l 'Tl joined 
hands with other financial institutions and 
established the Infrastructure Leasing and 
Financial Services to tund large infrastructure 
projects. The UTI has many other firsts to 
its credit, such as CRIS1L, the first credit 
rating agency i|9K7t. the Slock Holding 
Corporation of India (198 1 ). the Technology 

Development Corporation of India (TDCI) 
and the country’s first venture capital 
[management institution (I9K6). UTI 
1 Investment Advisory Semccs (UT1-IAS). 
set up in 1988 supplements the equity 
research done hot Tl. UTI-lAS is registered 
with the Securities Exchange Commission, 
USA, and is advisor to the India Growth 
Bind listed in New York The UTI Institute 
of Capital Markets (1989) was set to I acilitate 
training and research in areas related to the 
capital market. UTI currently offers 58 
different schemes, most of them laumhcd 
to benefit specific categories of investors, 
such as the Rajlakshmi Unit Scheme. Senior 
Citizens Unit Plan. Grihalakshmi Unit Plan. 
Retirement BenefiiPlan.Chtldren 'College 
and Career Fund, Bhopal Gas Victims 
-Monthly Income Plan, Growing Corpus 
[Growing Income Plan and Deferred 
I Income Unit Plan. In 1994, as pan of its 
diversification programme, the UTI 
; promoted a private sector bank, the UTI 
’ Bank, The bank has branches in Bombay, 
• Calcutta. New Delhi. Hyderabad and 
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CURRENT STATISTICS 


BPW Hwearefc Vommtotin 


The inflation nte felt marginally to *.3 per cent in (he week ended June >0, muMmatcx its ting i e di git faa tar the I 1th wccesaiv* ««k nape April I. faunae 
in net RBI credu lolhe centre in 1995-96 so far has touched Ri 13,580 cron (Rs 3480 cron in Ih# «■* period of 199445, bath riterctOHnofjmnmeiM 
accounts)-close to the highest ever touched daring tin comparable period of 1995-94 0UI3,736ctore).8*at6^e*>i and adu aa c a e ceatiaae nnhew a beeiute 
decline!. Commodity* ise data on foreign trade for Ike fall year 1994-93 reveal the dominance af ag ri cu ltura l and a griculM w baae d export!. I* import!, addle 
(here was a fall in (he share of hydrocarbons and lubricants, capital foods cottoned to ronehtrea man than one-fifth of total im po rt s. 

Macroeconomic Indicators 


Index Numbers of Wholesale 
Prices (1981-82-100) 


All Commodities 
Primary Articles 
Food Articles 
Non-Food Articles 
Fuel. Power. Light and Lubricant! 
Manufactured Products 
Food Products 
Food Index (computed) 

All Commodities (Average Basis) 
(April-June 10. 1995) 


Coat of Living Indices 


Weight* hue 10. 

1993 




Latest Previous 1993-96 1994-93 


1994-95 1993-94 1992-93 1991-92 


eumbu 

n 

nwn 


100.0 288.0 


8.0 9.4 8.8 11.9 10.9 S3 101 13.7 


ro raFr - irn i ^ 


1994-95 1993-94 1992-93 1991-92 


Industrial Workers (1982=100) 

Urban Non-Man Emp (1984-85=100)^ 
Agn Lob (July 60 to June 61=100) 

• for 1994-95 


Money and Banking (Rs crorc) 


Month 

Latest 

Previous 

1995-96 1994-95 





0.7 

9.7 

9.8 

0.7 

0.7 

9.7 

99 

6 1 

1 3 >l 

04 

9.5 

8.3 

9.5 

8.3 

- 

8.3 

6.8 

13 1, 

0 5 

12.1 

12.1 

0.5 

-0.9 

106 

11.6 

0.7 

21 v 


May 26. 
1995 


Fiscal Year So Far 
1995-96 1994-95 


Money Supply (M,) 534684 

Currency with Public 110444 

Deposits wnh Banks 417729 

Net Bank Credit to Govt 232900 

Bank Credit to Cnmml Sector 289080 

Net Foreign Exchange Assets 74564 

Reserve Money (June 02. I945l 181409 

Net RBI Credit to Centre 112493 

Scheduled Commercial Banks (June 09. 1995) 
Deposits 375705 

Advances 208549 

Non-Food Advances 193053 

Investments 151487 


Index Numbers of Industrial Weights Jan 
Production (1980-81 = 100) 1995 


5298(1.01 
3812 (3 6) 
997 (0.2) 
1277 (0.6) 
334 (0 I > 
-411 (-05) 
1527 (0 8) 
1558(1.4) 


8206 (I 6) 
9574 (9 5) 
-4529 (-1 J) 
13309 (6.1) 
1190 (0 4) 
-1326 1-17) 
12415 17.4) 
13815(14.0) 


1941 (09) 
9303(11.4) 
-4779 (-13) 
10377 (5 I) 
-4327 (-1.8) 
3816(7.1) 
10475 (7 6) 
2934 (3 0) 


1994-95 


75167 (16.7) 
18990 (23.2) 
55321 (15.1) 
14380 (7 0) 
43796(17 9) 
22197 (41.3) 
30386 (21.9) 
949(10) 


1993-94 


72467 (19 I) 
14067 (20.7) 
57185 (18 5) 
29376(16 7) 
16591 (7.3) 
28775 1115.3) 
27843 (25 I) 
1306(14) 


-94(0.0) -6795 (-1.8) -4223 (-1 3) 
-1763 (-0.8) -11.57 (-06) -5303 (-3.1) 
-2962 (-1.5) -4378 (-2 2) -6472 (-4 0) 
2142(14) 2233(1.5 ) 9744(7.2) 


49271(14.8) 52144(18 6) 

31714(22.7) 11566(7.3) 

37416 <23 4) 7402 (4 9) 

14172(105) 28435 (26.7) 


50484(15 4, 
7111 (11 7 1 
42945(Ih 11 
17903(11 ' 
30187 (15 (i 
3747 (17 7, 
11274 (II l. 
3586 ( 3 91 

39017 (16 1, 
21757 (17 
21684 (16 r>‘ 
16820 (18 7 ' 


Jan Average for Fiscal Year So Fa r Variance (Per Cent). Fiscal Year A 

1995 1994-95 1993-94 1993-94 1992-93 1991-92 1990-91 1989-90 1988-89 1987 xs 


General Index 

100 

0 

265 5 

242 2 (7 6) 

225.1 (5.5) 

Mining and Quarrying 

II 

5 

2824 

235.1 (6.5) 

2208(3.6) 

Manufacturing 

77 

i 

252.7 

233 0(8.8) 

2166(54) 

Electricity 

II 

4 

335.1 

111 0(8.4) 

286 8(7.2) 



Capital Market 


BSE Sensitive Index (1978 79=100) 3.316 3236 4258 

(-22 1) (90.5) 

National Index (1983-84=100) 1567 1351 2017 

(-22 3) (93 4) 


Peak 

Trough 

Peak 

1994-95 

1993-94 1992 

3484 

3233 

4604 

3261 

(-137) 

3779 

(65.7) 

2281 
(-46 8 ‘ 

169) 

1572 

2176 

1606 

(-122) 

1830 

179.2) 

102! 
(-48 1' 


Foreign Trade 


Espnrtv Rs crore < 

LSSinn I 

Imparts' Rs crate ) 

US l inn 

Non-POL US S ran 2 

Balance of Trade: Rs erare 
USSmn 


Foreign Exchange Btaerrn 

(excluding gold) 


1994-95 


1993 94 


1993-94 


82330 (18.4 ) 69547 (304) 69547(29.5) 
26233 (18.3) 22173 (20.4) *22173 0 9 6) 
88705 (21.8) 72806 0 5.7) 72806 0 4 9) 
28251 (21.71 23212(68) 23212 (6.1) 

225.38 (29 1) 17456(106) (7456 00.6) 
-6375 -3259 -3259 

-2018 -1039 -1039 


June 16. 

Juoe 17, 

Mm 31. 



1995 

1994 

1995 

Month 

Ago 

Year 

Ago 

62051 

19802 

50391 

16162 

66028 

20816 

-1707 

-169 

11661 

3640 


1992-93 


53688 (21.9) 
18537 (3.8) 
63175 (32.4) 
2(882 02.7) 
(5782 (12.3) 
-9687 
-3345 


1991-92 


44042 (35.3) 
17866 (-1.5) 
47851 (»0.«) 
1941 ( (-194) 
14047 (-22.2) 
-3809 
-1545 


3977 2765 


1990-91 


32553 (17,6) 
18143(9.1) 
43193 (22.0) 
24073 (132) 
18045(3.1) 
-10640 
-5930 


1989-90 


2768) «.36 8i 
1662609 01 
35416(25.4) 
17504(6 2) 
2»272(9 U 
-7735 
-4646 


Rs crore 
USSmn 












N< ; : 


tT Ui. 

rcRign lniae 




-199344 


1992-93 


III — 

RsCr 

US $ mo 

R* Cr 1 

USSme 

Rr Cr 

USSme R* Cr 

USJron 

Rs Cr US S nui 

Sodeed Hve atiaab 











chiefly for food 

3986(4.5) 

1269 

1651(2.3) 

526 

1911(3.0) 

660 

804(1.7) 

326 

917(2 1) 

511 

Gaaheweutt 

574(0.6) 

183 

567(0.8) 

181 

334(0 5) 

115 

255(0-5) 

104 

481(1 1) 

268 

685(0.8) 

218 

483(0.7) 

154 

376(0.6) 

130 

267(0.6) 

108 

134(0 3) 

75 

Sugar 

Crude mtirrials, toedttUc oil* 

2246(2.5) 

715 

neg 

neg 

neg 

neg 

1 (neg) 

0.3 

9(neg) 

3 

except Aids 

6483(7.5) 

2065 

4273(5.8) 

1362 

4777(7.5) 

1649 

3268(6.8) 

1326 

3363(7.8) 

1875 

Pertiliaer crude 

471(0.5) 

150 

388(0.5) 

124 

459(0.7) 

158 

4550.0) 

185 

347(0.8) 

193 

MMhwi ont and metal tenp 2127(2.4) 

677 

1411(1.9) 

450 

1922(3.0) 

664 

1175(25) 

477 

1528(3.5) 

852 

Ml—nil fueb. lubricants and 








related materials 

20837(23J) 

6636 

19508(26.7) 

6219 

18525(292) 

6396 

14160(29.6) 

5744 

11606(26 9) 

6468 

Patrotoum, crude and 









Afthnal and vegetable oil*. 

18629(21.0) 

5933 

18045(24.7) 

5753 

17142(27.0) 

5919 

13123(27.4) 

5323 

10816(25.0) 

6028 

Ada and waxes 

612(0.7) 

195 

168(0.2) 

54 

168(0.3) 

58 

249(0.5) 

101 

326(0 8) 

182 

Q—meals and related products 

13077(14.7) 

4165 

9317(12.7) 

2970 

891304 1) 

3077 

7526(15.7) 

3053 

5447(12.6) 

3036 

Organic chemtcali 

4449(5.0) 

1417 

2783(3.8) 

887 

1871(3.0) 

646 

1361(2.8) 

552 

1442(3.3) 

804 

Fertiliser manufactured 
Manufactured goods classified 

2351(2.7) 

749 

1983(2.7) 

632 

2023(32) 

698 

1591(3.3) 

645 

1141(2 6) 

636 

chiefly by materials 

14622(16.5) 

4657 

14619(20.0) 

4661 

12455(19.7) 

4300 

9193(19.2) 

3729 

8638(20.0) 

4814 

Rearts. precmu*/*emi- 










precious stones 

5019(5.7) 

1598 

8294(11.3) 

2644 

707201.2) 

2442 

4825001) 

1957 

3738(8.7) 

2083 

Iron and Heel 

3559(4.0) 

1133 

2347(3.2) 

748 

2060(3.3) 

711 

1741(3.6) 

706 

1892(4.4) 

1055 

Non-ferrous metal* 

2689(3.0) 

856 

1504(2.1) 

480 

11440.8) 

395 

8390.8) 

340 

1102(2.6) 

614 

Capital good* 

19611(22.1) 

6246 

16630(22.7) 

530 

1312.3(20.7) 

4531 

10432(21 8) 

4232 

10465(24.2) 

5833 

Machinery except electrical 










and machine tools 

8549(9.6) 

2723 

5902(8.1) 

1882 

4786(7.6) 

! 653 

3593(7.5) 

1458 

3768(8.7) 

2100 

Transport equipment 

3467(39) 

1104 

3981(5.4) 

1269 

1338(2.1) 

462 

9150.9) 

371 

1670(3 9) 

931 

Project goods 

5583(6.3) 

1778 

5062(6.9) 

1614 

3701(5.8) 

1278 

3625(7 6) 

1471 

2551(5.9) 

1422 

Others 

9476(10.7) 

3018 

6934(9.5) 

2211 

3603(5.5) 

1209 

2220(4.6) 

900 

2431(5.6) 

1355 

Total 

88705(100 0) 

28251 73101(100.0) 

23306 63375(100.0) 

21882 

47851000 0) 

19411 

43193000.0) 

24073 

Rood aad live animal* chiefly 











for food 

11945(14.5) 

3804 

1085105.6) 

3459 

8084(15.1) 

2791 

6861(15 6) 

2783 

46650 4 3) 

2666 

Cashew nut 

1242(1.5) 

395 

10450.5) 

333 

745(1.4) 

257 

6720.5) 

272 

441(1 4) 

252 

Oil meals 

1795(2.2) 

572 

2324(3.3) 

741 

1545(2.9) 

533 

921(2 I) 

374 

609(. .9) 

348 

Marine products 

3572(4.3) 

1122 

2552(3 7) 

814 

1743(3 2) 

602 

144.30.3) 

585 

960(2.9) 

549 

Beverages, tobacco and 
tobacco manufacture* 

Crude materials, inedible 

120(0.2) 

38 

139(0.2) 

44 

160(0.3) 

55 

102(0.2) 

42 

70(0 2) 

40 

oil* except fuel* 

4894(5.9) 

1559 

4901(7 0' 

1563 

2798(5.2) 

966 

3022(6.9) 

1226 

2926(9.0) 

1672 

Iron ore 

Mineral fori*, lubricant* and 

1309(1.6) 

417 

1374(2,0) 

438 

1104(2.1) 

381 

14 35(3.3' 

582 

1049(3.2) 

600 

related materiel* 

1304(1 6) 

415 

1248(1 8) 

398 

1.379(2 6) 

476 

1022(2 3) 

415 

938(2 9) 

536 

Rati oleum erode and pnxkicti 
Animal and vegetable oils. 

1304(1 6) 

415 

1248(1.8) 

398 

1379(2 6) 

476 

1022(2.3' 

415 

69 

938(2.9) 

89(0.3) 

536 

51 

tMKssand fan 

476(0.6) 

152 

.357(0.5) 

114 

162(0.3) 

56 

169(0.4) 

Chemicals and chemical product* 7941(9.6) 

2529 

6000(8.6) 

191.3 

4198(7.8) 

1449 

4146(9.4) 

1682 

2722(8.4) 

1555 

Drags, pharmaceuticals 
and fins chemicals 

2494(3.0) 

794 

2010(2.9) 

641 

1533(2.9) 

529 

1550(3.5) 

629 

1014(3 1) 

580 

Dyeafimennethasetfcoal tar 
cfctmfcala 

14860.8) 

473 

1151(1 7) 

367 

9580 8) 

.331 

7810.8) 

317 

4420.4) 

253 

Plastic and linoleum product* 

i 14720.8) 

469 

10530.5) 

336 

433(0 8) 

150 

276(0 6) 

112 

200(0 6) 

114 

Hemifarti—d goods classified 
chiefly by materials 

45807(55.6) 

2112(2.6) 

14589 

673 

38223(54.8) 

1793(2.6) 

12186 

572 

.30752(57.3) 

2512(4.7) 

10618 

867 

23540(53.4) 

1984(4.5) 

9549 

805 

17085(52.5) 
2566(7 9) 

9764 

1467 

Leather footwear 

Oems and Jewellery 

1575(1.9) 

1413407.2) 

502 

4501 

14.36(2.1) 
1253208 0) 

458 

3995 

1188(22) 

8897(16.6) 

410 

3072 

1143(2.6) 
675005.3) 

464 

2738 

524706.1) 

2999 

Comm ymmfaM* 
rmdmifm, me 

6951(8.4) 

2214 

4821(6.9) 

1537 

3911(7.3) 

1350 

3203(7.3) 

1299 

2100(6.5) 

1200 

Manmade yam, fabric*. 

1936(2.4) 

617 

1335(1.9) 

426 

1079(2 0' 

373 

8210 9) 

333 

407(1.2) 

232 

*MQ ensue and accessories 
Cagfearigeodi 

i—tntf—Bti 

7827(9 5) 
7328(8.9) 
2353(2.9) 
2282(2.8) 
2406(2.9) 
2525(3.1) 
12730-5) 

823380 00.0) 

2493 

2334 

740 

727 

766 

6173(8.9) 

6166(8.8) 

2080(3.0) 

2004(2.9) 

1857(2.7) 

1968 

1966 

663 

639 

592 

5156(9.6) 

4964(92) 

1622(3.0) 
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COMPANIES 



GODREJ SOAPS 

New Plants 

GODREJ SOAPS, the flagship company of 
the Godrej group, fas an equity of Rs 40 
crore and is one of the leading soap 
manufacturers in the country. The company 
did not fate well in 1993-94. Sales were 
down by Rs 2.59 crore, operating profit by 
Rs 10.59 crore and net profit by Rs 4.62 
crore. Rite in non-operating profit and other 
income and fall in interest charges were 
offset by increase in taxation and depreda¬ 
tion. Exports grew by 43 percent. A dividend 
of 30 per cent was declared for the year. 
Debt-equity ratio fell sharply from 27 per 
cent in 1992-93 to 8 per cent in 1993-94. 
While sales to total assets fell by 20 
percentage points, sales to gross fixed assets 
fell by 23 percentage points. Return on 
investment fell by 2 percentage points. 
Consumption of raw materials went up by 
6 percentage points from 43 per cent in 
1992-93 to 49 per cent in 1993-94. Earning 
per share fell by Rs 4. Inventories to sales 
fell by 3 percentage points. Net value added 
to value of production fell by 2 percentage 
points while remuneration to employees rose 
by I percentage point. 

Though sales were marginally lower, 
volumes in many segments were high. Unit 
prices in many categories were low as a 
result of the business reorganisation resulting 
from the alliance with Procter and Gamble. 
The company along with Procter arm Gamble 
launched several products like 'Camay'. Also 
brands like Cinthol and Godrej Ganga were 
restaged. The consumer products division 
relaunched Godrej shaving cream and 
Cinthol talcum powder. The chemical 
division fared well. The oil palm plantation 
division increased land under plantation in 
Andhra Pradesh and Goa where the company 
proposes to set up oil mills. The bio¬ 
technology division registered a turnover of 
Rs 2 crore. It deals in diagnostic products 
including chemiluminescence and 
radioimmunoassay kits from the Nichols 
Institute of Diagnostics, USA, hematology 
systems and parasite detection systems and 
other immunodiagnosiic kits while acting as 
distributor for Bedon Dickinson and Co and 
SdriapparelliBiosystenuBV. The company 
in April 1994 merged Gujarat-Godrej 
Innovative Chemicals, a loss-making 
company, with it. 

Godrej Soaps currently has two 
manufacturing plants, in Bombay and 
Malanpur. It proposes to set up a third one 
in Andhra Pradesh for the manufacture of 
soaps The company for this purpose plans 
to make a public issue of over Rs 200 crore 


in the middle of this year. The company had 
taken over Tran select ra Domestic Product* 
and has plans of selling part of its stake to 
Johnson Beewax of USA. The company has 
announced a 1:2 bonus issue. The post- 
bonus equity capital will rise by Rs 20 crore 
thus taking the lota! to Rs 60 crore. 

The company expended Rs 215 lakh on 
research and development activities in 1993- 
94. against Rs 135 lakh in the previous year. 
R and D activities were carried out in oils, 
fats and fatty acids, soaps and detergents, 
cosmetics and toiletries, plant tissue culture, 
organic synthesis, research plantations, etc. 

H1NDOOSTAN SPINNING AND 
WEAVING MILLS 

Modernisation 

Programme 

Hindoostan Spinning and Weaving Mills 
declared a dividend of 20 per cent for 1993- 
94. The company’s net sales were up by 21 
per cent. While profit after tax rose by 10 
per cent, operating profits were up by 30 per 
cent. Margins were down due to rise in 
taxation, interest charges and depreciation, 
coupled with fall in other income and non¬ 
operating surplus. Exports rose by 24 per 
cent, while imports fell by 78 per cent. 
Short-term borrowings were up by 4 
percentage points for the year. Debt-equity 
ratio fell sharply at 84 per cent and 69 per 
cent for 1992-93 and 1993-94. respectively. 
Sales to total assets fell by 3 percentage 
points, while sales to gross fixed assets rose 
by 7 percentage points Inventories to sales 
rose by I percentage point and raw material 
consumption fell by 2 percentage points. 
Gross saving u> gross capital formation rose 
by 8 percentage points. Return on investment 
fell by I percentage poini Net value addition 
fell to 34 per cent and 31 per cent in the 
past two years. Operating profit to gross 
value added rose at 24 per cent and 30 per 
cent for the same period. 

The company experienced an increase in 
cotton prices and also difficulty in obtaining 
the raw material. The company's operations 
were adversely affected by increase in raw 
material prices and other input costs. The 
Birla Economic and Textile Research 
Foundation Award for Excellence was 
awarded to the company as a recognition of 
ns cost reduction programme. The company 
invested Rs 14 crore on Hi modernisation 
programme. Machinery worth Rs 7 crore, 
including40 Suber looms, have been already 
installed. An investment of Rs 90 crore to 
Rs 100 crore has been planned for the next 
three to four yean in the company's Bombay 


units. The company also plana to put up ? 
new export-oriented manufacturing facility 
at Karad. A capital outlay of Rx SO crore 
has been planned for this and 40 acres of 
land have beat acquired. Orders for open- 
end spinning machinery and 48 Sutler looms 
have been already placed. The plant n 
expected to commence production in the- 
second quarter of 1995-96. 

Research and development expenditum 
amounted to Rs 21 lakh fek 1993-94. Besides 
efforts to reduce cost, the department ah< 
undertook activities in finishing of fabrics 
such as improved pilling resistance and 
fastness to rubbing of pigment prims. The 
R and D centre of the company has been 
recognised by the government of India's 
department of science and technology. 

DCM DAEWOO MOTORS 

New Joint Venture 

Formerly DCM Toyota. DCM Daewoo 
Motors registered mixed performance in 
1993-94. Sales were up by Rs 18.65 crore 
and operating profits by Rs 3.53 crore Alici 
interest charges at Rs 13.98 crore and 
provision for depreciation at Rs 2.44 erne, 
there was a loss of Rs 11.14 crore. only 
marginally lower than the loss of Rs 13 
crore in the previous year. Exports were up 
by 46 per cent while imports fell by 11 pci 
cent. Debt equity ratio fell by 415 percentage 
points and short-term bank borrowings h\ 
34 percentage points. Sales to total asset' 
rose from 64 per cent in 1992-93 to 81 per 
cent in 1993-94. Sales to gross fixed a'nt- 
rose by 33 percentage points. 

The company secured bulk orders tmm 
the Indian army, the Maharashtra police an: 
Coca Cola. With value engineering .nr 
increased indigenisatian of components the 
company has been gradually reducing i rw> 
and also its vulnerability to exchange utc 
fluctuations. But the appreciation of the sen 
still hurts the company. A new model. Dsnj 
900. was introduced during the year to c un 
to the needs of the higher payload mjtL" 
Variations in the existing models were .ilw 
introduced. The company has entered 
a joint venture with Daewoo Corporation 1,1 
Korea for the progressive manufacture "U | 
range of comfortable, spacious and stuiJ» 
passenger cars with contemporary style aid; 
features in the I500cc to 2000cc cap*' 1 ' 
Daewoo is to have a SI par cent 
participation in die joint venture and it »' B 
invest more than Rs 100 crore in the hi* 
year. In the first phase, the project md« 
estimated to be $ 200 million K» * 

production of 504XX) cars. The jomtvr n w' 

project wilt also manufacture and nurte 
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Financial Indicators 
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Ike Toyota Dyn* range ot light coumienaal 
veWctea. The joint venture it to enter the 
Indian market withthe latest Daewoo ISOOcc 
model Cielo, with state-of-the-art 
technology. This is the single largest foreign 
investment in any joint venture project in 
the Indian automobile industry. 

The company expended Rs 29 lakh on 
research and development activities. It has 
a full-fledged R and D centre and activities 
undertaken include testing indigenous 
components according to the indigenisation 
programme, development of special purpose 
vehicles and absorption and indigenisation 
of the technology received from Toyota 
Motor Corporation. 

GOET2E (INDIA) 

Diversification 

Programme 

Goetze India, part of the Escorts group, has 
been the principal manufacturer of piston 
rings in the country for over 35 years. The 
company produces 30 million rings annually 
in diameters ranging from 35 mm to 300 
mm. The company also has the distinction 
of being the first in India to produce ally 
cylinder blocks using the low-pressure die- 
casting technique. Net sales were up by 88 
per cent (Rs 51.61 crore) in 1993-94, 
operating profit by 14 per cent (Rs 2 30 
crore) and net profit by 58 per cent (Rs 2.14 
crore). Margins would have been higher but 
for (be fall in other income by 27 per cent 
(Rs 1.18 crore) and rise in depreciation and 
interest charges. Exports were up by 602 per 
cent (Rs 14.40 crore), while imports were 
up by 157 per cent (Rs 3.90 crore). The 
company enjoys a market share of 65 per 
cent in the OEM market. It enjoys an overall 
market share of 55 per cent. A dividend of 
30 per cent was declared for the year. 

Debt-equity ratio rose to 37 per cent in 
1993-94. Short-term bank borrowing 
declined to 44 per cent from 59 per cent in 
die previous year. Earning per share was up 
at Rs 4 for the year. Consumption of raw 
materials rose steeply by 28 percentage 
points. Export to sales grew by 11 percentage 
points. Return on investment grew by 2 
percentage points. Net value added to value 
of production fell by 17 percentage points, 
while remuneration to employees fell 2 
percentage points. 

The co m pany has diversified into unrelated 
areas like retail supermarket chain stores, 
solvent extraction, marine foods and leather 
garment export. During the year the company 
oommuatonediU sol vent extracted vegetable 
oil plant and leather garment factory. Also, 
it completed the expansion project for 
manufacture of sophisticated rings. The 
solvent extracted vegetable oil plant has 
ben processing sunflower, s oya b ea n and 


mustard seeds. The company made private 
placement of equity share* aggregating Rs 
50 crore to repay its high cost loans. 

The company's research and development 
department focused its activities on the 
development of three-piececd) control rings, 
steel top compression rings from hardened 
and tempered material and rings for the 
export market. It also plans to develop 
plasma-coated rings and asymmetricafprofile 
pistons. 

OT7S ELEVATOR 

New Plant 

Otis Elevator, the Bombay-based company, 
has a 60 per cent share of the elevators and 
escalators market. The company increased 
sales by l2perceru(Rs 10.81 crore)in 1993- 
94, operating profit by 17 per cent (Rs 1.99 
crore) and net profit by 19 per cent (Rs 56 
lakh). Taxation was up by 2) per cent (Rs 
82 lakh) and depreciation by 7 per cent (Rs 
13 lakh). This was offset by fall in cither 
provisions by Rs 2 lakh and in interest 
charges by Rs 45 lakh and rise in other 
income by Rs 1.20 crore. Exports rose sharply 
by Rs 92 lakh and imports fell by Rs 89 lakh. 
An enhanced dividend of 30 per cent was 
declared for the year against 25 per cent 
for the previous year. Short-term bank 
borrowings were lower. Sales to total assets 
fell by 5 percentage points, while sales to 
fixed assets rose by 14 percentage points. 
Inventories lo sales felt from 116 per cent 
in 1992-93 to 107 per cent in 1993-94. Raw 
material consumption fell by 5 percentage 
points. 

The growth in the elevator market by 13 
per cent has helped the company. Il booked 
orders valued at Rs 105 crore, an increase 
of 20 per cent over the previous year. The 
company's factory in Kandivli. Bombay, 
achieved cost reduction through import 
subslitulion, value engineering, effective 
vendor-sourcing and introduction of high 
quality cost-effective products such as the 
Otis 2001, a new mode) elevator introduced 
in early 1994. The Otis 2001 has a car- 
operating panel, an overload indicator, a 


design. Abo, the verttcattmetioo uadKnc 
used am up to 23 per cent of enagy and 
reduces load on the building. 

Operations at the company '* Kaadivti unit 
were suspended fora period of seven months 
during 1993-94 on account of disturbed 
industrial relations. The company set tip a 
Rs 18 crore state-of-the-art manufacturing 
plant in Bangalore for producing variable 
frequency elevators for medium speed uscr 
The project will be operational by the end 
of December this year and the product 
launched around March 1996. The etevaux 
is to be equipped with the latest Japanese 
technology which has been acquired from 
associate companies of Otis in Japan and 
Malaysia. Otis is also planning to set up i 
software technology park in Pune. Apan 
from Otis 2001, the company also introduced 
the VF (variable frequency) elevator and the 
Elevonic 411 systems during the year „ 

The company invested Rs 91 lakh on R 
and D activities.which resulted in the 
introduction of new products and in uni 
reduction, import substitution and 
upgradation of services. 

COLOUR CHEM 

Rise in Sales 

Colour Chem. a subsidiary of Hoechst Afil 
has shown increased profit in 1994-95 V 
sales were up at Rs 230.26 crore again; 

Rs 188.7 crore. Net profit rose to Rs I | t 
crore against Rs 14 93 crore in the prcvi u ,j, 
year. Depreciation and taxation were up hj to 
Rs 12 lakh and Rs 30 lakh, respectively as 
while interest charges felt by Rs 1.13 cron Si 
An enhanced dividend of 35 per cent h. hi 
been proposed for the year, against 30 p •>! 
cent declared last year. 

Increase in sales of organic pigment^ ar " 
finechcmicalshclpcdinmcreaeing turner 01 
The lowering of import duties on fmobe Ir 
products in the area of (me chemical' >«■ ‘ 
leather chemicals has increased compcutml * 
from imported products. Foreign ext han J 
earnings were Rs 67.06 crore again') R« g 
41 .30 crore in the previous year. I h 
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OF LIFE, LETTERS AND POLITICS 


lonely Hunter? 

;fd 


Ve live in post-modernist and post-structuralist times. Nationalism and 
atonal sovereignty have become bad words. To western statesmen, 
specially American ones, these words sound particularly distasteful when 
Hey are mouthed by third world spokespersons. But unlike other Asians, 
iouth Asians for example, the Chinese do not give in to the western view 
hat tpfighting and perpetual division in the third world are highly 
lesirabte. 


iARLY iMt month, the president of the 
lepublic of China, Li Denghui (the 
Taiwanese prefer the older Wade and Giles 
r inscription of Chinese characters; in that 
rase his name would be spelled as Teng-hui) 
•cored quite a diplomatic triumph when he 
managed to visit his alma mater, Cornell 
University, in the US. He was the first 
Taiwanese president to have set foot on 
American soil in the 16 years since (lie 
Americans severed diplomatic relations with 
the Republic of China or Taiwan and 
established full-fledged diplomatic relations 
with Beijing. Li had been a doctoral student 
at Cornell and did his Ph D in agricultural 
economics. His address to the alumni of 
Comen was titled 'Always in My Heart - . 

It was, indeed, a matter ol the heart, except 
that Beijing probably understood that heart 
to be a lonely hunter out on the kill as tar 
as US-CItini relations were concerned 
Stapleton Roy. the American ambassador, 
has left Beijing without his successor being 
appointed or even nominated The Chinese 
have withdrawn their ambassador from 
i Washington, a situation very similar 10 the 
E one that obtained between India and China 
in 1961. except that there will berm military 
inndtcl between the US and China as there 
was between India and China in 1963 li 
would not be very wrong to suggest ihai in 
spite of (he rather strong official denunciation 
of Li's visit toCornell. Beijing will be quite 
happy with the basic point that u sough! to 
make and successfully did with ihc Clinton 
adnunistrattau. As of now it is advantage 
Beijing. Beijing was not happy with all the 
gloss that the US tried to put on the s isa 
granted to president Li for his visit toCoinell 
It made its displeasure known to the Clinton 
administratiou. 

The net result was la could not get 
anywhere near Washington, DC To greet 
U « Syracuse three important member ol 
US Coogieu. who have been known to 
be the biggest Taiwan lobbyists in the 
American legislature, were present But 
nobody close to the department of state and 
the Clinton admin ist ra tio n generally met 1 a 
Awing Ms four-day visit (o the Cornell 
campus. In fact U*s scheduled press 

conference at (heendofMs trqtwascancclicd 


at the behest of the state department, though 
the stale department itself denied this. The 
Cornell University president ruled that no 
Taiwan flags would be officially displayed; 
which meant (hat they could be unofficially 
displayed, and indeed they were. As the 
visitor to Cornell happened to he an Asian, 
matters of rank and hierarchy were never 
•orgotten. Students from the People's 
Republic of China had requested the Cornell 
University president that La Denghui should 
be referred to as Dr Li rather than as president 
Li. Rut that request was turned down I i was 
referred to as president. 

Beijing has reacted very sharply and very 
angrily to the American decision to grant a 
visa to Li Denghui. There was c 
demonstration by students from the People's 
Republic ot China outside the hall where Li 
Denghui was giving out in his address whai 
had been "always in my heart" The students 
carried placards saying “don't break up 
China" There was predictably a parallel 
demonstration by students trom Taiwan as 
well They even shouted slogjns in lavour 
ol an independent Taiwan 
In lest that is the crucial issue. We live 
in post-modernist and post-siiucturulisi 
times Nalionaiismamlnationalsosereignn 
have become had wotds Westem statesmen, 
cspcuallv American ones, th.uk that these 
words sound particularly h3.l when they are 
mouthed by thud world statesmen German 
nationali'rnaiiJGcrman unification arc good 
Chinese umlicJtion. like any other Asian 
unification, would be totally disastrous 
Americans have vei another ditticults I -nliko 
other Asians. S.vuth Asians tor example, ihc 
Chinese Jo not secinlorcaliselh.it mlighnng 
and peipetu.il division >n the thirJ world is 
whatthewos! i c. the civilised world badly 
needs Imagine lor a moment the Indians and 
Pakistanis weic to realise that thc\ arc the 
same pcs pic The enure we-tern strategy m 
South Asia wouid collapse The west would 
culler Hindu chauvinism and Islamic 
fundamentalism, the best allies the 
domineeimg and dominant west has. would 
also suffer l uckily lor the west Bhutto or 
Ran or Yasin Malik in the Kashmu valley 
do not sutler from meJcrnist' and 
hislonctsi notions ot nationalism and 


national sovereignty. The Chinese, however, 
do not share the post-modernist, 
disintegrationist view of their own people 
and civilisation. Both Deng Xiaoping and 
Li Denghui, like Mao Zedong and Chiang 
Kai-shek earlier, do not subscribe to the 
currently popular view that we live in a pou- 
nationalist world and that national 
sovereignty has hecomeadated phenomenon. 

This is the reason why China never gives 
up. Indeed the Chinese on both sides of the 
Straits do not give up. They haven’t yet, 
anyway. Li Denghui, in fact, said nothing 
which suggested that he favoured an 
independent sovereign Republic ofTaiwan. 
The Beijing protest worked so well that Li, 
who has also studied at the Kyoto University 
in Japan and was likely to be invited there 
for a similar lecture, was in for a 
disappointment when the Japanese foreign 
minister, Kono Yohci, whoisal so the deputy 
prime minister and head of the powerful 
Liberal Democratic Party, said that his 
government would not issue l.i any such visa. 

This, of course, docs not mean that 
Taiwan's 'isolation' is going to worsen. It 
15 idle to imagine that the decline in the 
number of countries having diplomatic 
relations with the Republic of China or 
Taiwan actually means isolation of the 
Taiwanese regime in real terms There are 
any number of trade fissions in Taipei and 
it should surprise no one if they also function 
as de faciv embassies. 

The problem as far as Taiwan is 
concerned is no) that u is isolated. The 
problem, it it could be called that, is its 
insistence that it is the de jure government 
of China as a whole and shall be the de 
facto government ;.s well one day. That 
is simply nol possible The best 'hat u can 
hope for is an arrangement of one state 
and two systi 's. Li Dcnghji perhap, had 
that in mind wnen he said that it might be 
possible lor him to meet Jiang Zemin, his 
counterpart in Beijing, at some international 
function It is tor this v ery reason probably 
that Beijing has been less critical of Li 
Denghui than it has been of ihe American 
policv-makcrs. Li and Jiang belong to one 
civilisation As long as both ol them and 
their successors remember this, the 
apparently tough posture ot China on the 
status ot Taiwan would continue Beijing 
has at toady warned that it docs not rule out 
military jiulication with Taiwan This is 
probably no mere than rhetoric. But the 
point is made nevertheless that C hmarsan 
ancient emus and recent political trends or 
pressures trom a young stale like the US 
are nol going to make any difference to 
how the Chinese should and do look at 
themselves 

As a South Asian one docs wish that the 
people who inhabit our land-mass had a 
comparable sicw- ol their civilisalional aod 
cultural unity That is perhaps not to be not 
m toiesfcabjc tuture anvway 
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Planning for Liberalisation 

ACRP in Changing Context 

VMRao 

Agro-Climatic Regional Planning (ACRP) has a major role to play in 
helping agriculture to adjust to liberalisation and make effective use of 
the opportunities it offers for growth. 


LIBERALISATION isexpected to stimulate 
growth processes and bring about growing 
integration between the domestic market 
and the world markets It is best to view it 
as a pervasive process which could give rise 
to major structural changes in the economy 
spread over a period of several years. This 
long transitory phase would have to be steered 
by the policy-maker through continuing 
corrective, regulatory and promotional 
interventions and. in this sense, planning 
would become more important than now 
rather than less until the economy fully 
assimilates the changes occasioned by 
liberalisation The purpose of this brief note 
is to enumerate the tasks that Agro-Climatic 
Regional Planning (ACRP) may have to 
take up in the transitory phase to help 
agriculture in adjusting to liberalisation and 
making effective use of the opportunities it 
offers for growth and development 
Agriculture is a widely dispersed 
household activity earned out on millions 
of farms by producers who are loo small to 
influence markets and prices ruling in them. 
However, while considering the likely impact 
of liberalisation on agriculture, it is important 
to keep in mind the sharp intra sectoral 
differences which have emerged in the course 
of growlh and diversification of agriculture 
since independence The green revolution 
areas have now acquired considerable 
capacity to adopt technological change at a 
fast pace and to develop cultivation of land, 
viewed for long as a subsistence activity 
pursued by the poor, info a modem, viable 
andgrowth-onented industry It is significant 
to mite that wheat and ncc-the two prominent 
green revolution crops - figure in the list 
of products in which India has a comparat i ve 
advantage in international trade. The green 
revolution areas are likely to respond 
enthusiastically to liberalisation in terms ol 
higher product ion. wider diversification and 
proliferation of numerous value-addition 
activities using modern techniques and 
processes. Removal of restrictions on 


movement. trade and e sports and the resulting 
access to growing markets would create a 
favourable environment for the green 
revolution areas to scale new heights of 
performance. Another sector in agriculture 
which is still in an embryonic state but which 
could grow fast in a liberalised economy is 
the modem corporate sector capableof giving 
a big thmst to production and exports in 
areas like speciality crops including 
horticulture and floriculture. All that these 
two sub-sectors would need for their growth 
in the contex* of liberalisation it a level 
playing field and a stable and smoothly 
operating macro-economy. 

However, it is necessary to remember 
that these two sub-sectors of agriculture 
account for a small proportion of our 
agricultural population and resources. The 
predominant part of agriculture consists of 
millions of farmers, mostly small and 
marginal in size, operating in sharply 
differing soil-climanc conditions with 
market nexus ranging from ncar- 
subsistmee to extensive involvement in 
market. The trends are towards further 
reduction in the si/e of holding along with 
deeper intrusion of markets into farmers’ 
decision processes and activities. The 
impact of liberalisation, obviously, would 
not be uniform on these vast number of 
farm operators. Two dimensions uf 
different ration need to be considered while 
assessing this impact. First, marketiiatton 
does not operate evenly across space, 
regions and farmer categories; further, 
nurkeis tend to differ from commodity to 
commodity* in their structure and 
performance. Secondly, the policies 
pursued so far lor development of 
agriculture have had pronounced biases 
favouring certain region* and crop* usd it 
is believed that the rewriting benefits have 
been shared disproportionately by farmers 
with substantial ownership of land. Left to 
itself. Itbcralisattoo is likely to reward 
precisely the sections within agriculture 


which have been the principal be 
of marketisatlon and poiic 
changes that have occurred so 

Keeping in mind the sub- 
agriculture described above, tl 
needed to help agriculture in 
liberalisation can be put into 
categories. The first category w<. 
the macro-economic policies for. 
stabilisation. One of the functio 
policies would be to monitoi 
signals emitted by agricultural m 
a view to intervening, if neetk 
these signals in line with the 
composition of output requir 
economy. Interventions would ais 
to ensure that important deter 
output like research, extension. 
: nput supply remain sufficiently 
effective to support agricultural 11 
second category would consist 
range of programmes and m 
promote agricultural growth in c 
have remained backward s 
undertaking investments, bu 
infrastructures and creating it 
arrangements and procedures ft 
participation. The gains of libera 
the agricultural sector would I 
fully only when both these cai 
policies for intervention in agriculi 
effectively complementing and i 
each other 

An important requiremen 
interventions is a Heady flow L 
research .nputs for monitoring, 
and visualimg alternative 
corresponding to different variant' 
and their combinations. ACRP 
valuable role in providing thev 
inputs on a continuing basis in a 
and co-ordinated manner. With i 
as the state level. ACRP woul 
operate with two distinctly dd 
complementary orientations tu 
role The aggregation of ataie-levr 
of agricultural performance wo 
the changing parameters of agnct> 
national level. The state-level A 
would have to hear in mind the 
national-level parameters while >1 
their annual programmes and me 
targets. The pot icy-maker at tn 
level, tn turn, would h a ve to read i 
at the aggre g a t e level in icon 
occurring at the level of diflferem 
consultations between the nano» 
maker and the state-level ACRP" 
provide a framework for tim 


■MArioxwith the rattanl perspective from 
which planning at both the levdi would gain 
information inputs and insights for 
formulating policies and development 


The second and, in a sense, a much more 
Important function of ACRP is to serve as 
a two-way communication system between 
, the safe-level planner and those located at 
; different decentralised levdsincluding grass 
'.roots level development personnel, 

; representative bodies of rural people and 
' NGOs. Without a reasonably effective 
decentralised and participatory planning 
system, it would be difficult to translate the 
national level agricultural policies and 
strategies into phased and prioritised 
packages of programmes suitable for 
■ different areasandtoensurethat the resulting 
I’ agricultural growth is broad-based and is 
adequately shared by the poorer sections in 
the rural society. A necessary condition for 
. successful decentralised planning system is 
' the techno-economic foundation provided 
by ACRP. A little reflection would show 
that optimum use, conservation and 
* development of land and water resources of 
' an area - which is the chief concern of 
. ACRP - would be the centre piece in rural 
; development planning and u would have lo 
! play a key role in bringing together the 
i sectoral programmes and service centre 
i schemes into a coherent area development 
| plan. 

! ACRP now appears 10 have reached a 
f decisive stage in us evolution It has to begin 
[the transition Irom the learning phase 
? consisting of a senes ol exploratory exercises 
fto the operational phase ol undertaking ihe 
-substantive 'unctions which it has been 
idesigned to serse It would be a gixxl idea 
review the experiences gained so lar in 
'different stales with a view to considering 
|the time-frame to reach the next phase. In 
Jlhix connection, it is necessary to remember 
^thai. being a component m a multi-level 
, system. operationalisation ot ACRP has to 
ihe synchronised wiih the changes m the 
|nthcr tiers in the planning system. The 
|attuning of national level planning to 
^liberalisation calls for mujor changes in the 
^planning modes. inMiumcnts and 
4 jerspectives. Planning in a liberalised 
{economy has to operate chiefly through 
Jbmely and tactical interventions to help the 
Itcooomy without interrupting its basic 
’pKcharism* and rhythms. It would he wishlul 
‘ expect that the necessary changes m the 
MX tonal level planning would come about 
Mickly and smoothly. As regards 
beentrahsed planning at the grass mots 
vd, the progress is likely to be even slower 
l 
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as a number of state governments are still 
at the preliminary stage of setting up 
Panchayali Raj institutions. Thus, the 
prospects seem to be that ACRP would have 
to continue for some more time to come to 
remain in a situation marked by tenuous 
links with the national as well as micro-level 
plans. 

This would be a blessing in disguise if 
ACRP uses the intervening period to extend 
and validate its data base and to translate 
its strategies and priorities into bankable 
schemes which could be taken up by the 
implementing agencies and departments at 
different levels. ACRP could keep three 
intermediate targets in mind to lend a sharp 
focus to these activities. First, the preparation 
of sub-regional and zonal plans in each slate 
should be pushed to the point where they 
could he synthesised into a resource- 
development plan for the state as whole. 
Acceptance of such plan by the stale 
governments for inclusion in the state plans 
could he a major step towards integrating 
ACRP with the planning process at the state 
level. This would also be of help in promoting 
rapport and active collaboration between the 
ACRP personnel on one hand and the state- 
level political leadership and development 
administration on the other. Second, with 
the growing rapport between ACRP and 
state governments, it should be poss.ble for 
ACRP 10 encourage ihe implementing 
agencies in the stale to take up the pnonty 
schemes comprised in tlx plans. 1 he feedback 
on implementation would be of use lo ACRP 
m improving its plans and in establishing 


firm links with the implementing agencies, 
particularly those at the grass roots level 
involved in the newly emerging tier of 
decentralised and participatory planning. 
Third, the Planning Commission should use 
the occasions of annual consultations on the 
state plans to bring the latter more and more 
in conformity with the ACRP philosophy 
and development approach. These occasions 
would also provide opportunity to the 
Planning Commission to assess the progress 
towards operationalisation of ACRP 
achieved by the different states. It is 
understood that good progress in this 
direction has been recorded in a few states 
like West Bengal and Tamil Nadu. They 
could provide clues to how to achieve 
breakthrough inothei states. Whatis required 
is a firm commitment of the Planning 
Commission to the objectives of ACRP and 
readiness to put its developmental precepts 
into practice in a steady and systematic 
manner. On the whole, as the planning 
process in India adjusts to liberalisation at 
the macro level and the Panchayati Raj 
institutions on the ground. ACRP would be 
able to progress steadily beyond its present 
status of an experimental exercise provided 
it makes judicious use of its links with Ihe 
implementing agencies, rapport with the state 
governments a, d the guidance and support 
of the Planning Commission. 

[ A preliminary version of this note was presented 
al the annu.,1 meeting ot \CRP held in Simla 
in May 1004 Thanks arc due to D N Basu and 
other participants Tor comments and 
suggeslions.) 
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Forest and oilier Sectors 

Critical Role of Government Policy 

Kandun Chopra 

Government policy with respect to forests mediates the role they play in 
the economy in their different aspects: as processors of the water cycle 
and of soil, as providers of livelihoods to and of habitats for wildlife and 
as suppliers of timber and other raw materials to industry. Clear policy 
directions are essential if forest resources are to be preserved and 
utilised. 


THE linkages between forest and other sectors 
of the economy may be either economic or 
ecological in nature. Economic linkages may, 
further, operate through (he provision of 
inputs or (hat of final consumption. To (he 
extent to which forest-based transactions are 
reflected in the structure of the input-output 
(l-O) tables of the economy, it is possible 
toquantify the backward and forward linkages 
of the forestry sector with other sectors of 
the economy. Relying on transactions 
included in die 1-0 tables to identify the 
linkages of forests with other sectors of the 
economy means that some important aspects 
of the dependence of forest communities on 
the collection of non-timber forest products 
for employment and consumption are left 
out. Further and more importantly, such a 
reliance leaves out ecological linkages 
altogether. These ecological functions of 
forests have significant economic 
implications. The quality of (he soil and 
water available to agriculture depends to a 
certain extent on the nature of the forest 
cover in the relevant region and in adjacent 
regions. The biomass provided by forests 
determines to some extent the quality of food 
available to the livestock. Thus, apart from 
the employment provided by the extraction 
of timber and non-timber products to the 
populations of a given forest region, 
ecological linkages determine the nature of 
the inputs available to agriculture and 
livestock sectors. 

In each of these areas, the parameters of 
government policy with respect to forests 
create, in a sense, (he background for 
interactions wiih all other sectors. The intent 
and practice of government policy with 
respect to forests mediates the role they play 
to the economy in their different aspects: as 
processors of the water cycle and of toil, as 
providers of livelihoods to people and homes 
to wildlife, and as the suppliers of timber and 
other materials to industry. 

The government has been a major 
institution mediating the linkages of the 
forestry sector vu^j-vu other sect on for well 
over a century now It it possible to divide 
this period tmo three pans from the vi e wpo in t 
of the policy direction that go ver nm ent has 


provided: the pre-independence or the 
colonial period, the period of production 
forestry and the post-1980s period which can 
best be characterised as one of conflicting 
policy signals, it is indeed surprising that this 
should have happened at a time when clear 
policy directions are required to ensure that 
the best possible use is nude of the resources 
embodied in our forests. This is important 
from the economic angle due to the scarcity 
of forest resources. From the political 
viewpoint as well, it is known that the battle 
over forest control is a long and slow one. 
While it is not perceptible at the surface, it 
takes the form of different kinds of regional 
political protest, and nationally and now 
even internationally perceptible lobbying 
activity. For, these resources are scarce and 
are i mportant to a number of different groups. 

Histowcal PEnsremvE 

The period up to the 1980s was marked 
by long sub-periods of comparative stability 
in policy. Two major policy statements 
appeared during this time, statements 
purporting to give direction to the role of the 
government in relation to the alternate 
functions performed by forests: the statements 
of 1894 and 1952. In practice, it was the 
Forest Act of 1927 charted the course for 
much of the period 

Assertion of central control and emphasis 
on the role of forests as providers of timber 
and industrial raw material is the common 
thread tunning through these mqor statements 
of policy. A reading of the fine print suggests 
however, a shift in focus between different 
statements. The 1894 policy, when viewed 
as a policy enunciated by a colonial 
go vernmen t, is surprisingly broad- baaed and 
capable of interpreitoon to suit local interests. 
The role of forests as ess en tial on climatic 
and ecological grounds is realised, the 
ugm/kance of local user's rights ti alto 
pointed oul Note fo instance the following, 
“...norestriction should he placed upon local 
de m and* merely in order to increase state 
revenue”, Also note, "And in the fourth 
place, cultivation must not be allowed to 
extend so m to en cro a ch on the minim u m 
area of forest which *s required m order to 


supply the gR^rel forest Modi ofthocanofiy 
or the reaaoaafrle forest r egtritem c aa of the 
neighbourtuxxltowhich it Is situated." With 
regard to pasture* and grazing lands, it is 
stated, “It will genereUy be poaslbte to lease 
or otherwise manage die unoccupied lands 
of a village through the agency of the village 
community... at a moderate estimate of their 
value to them.Though the purpose of such 
concessions was suued to he the furtherance 
of cultivation, they neverthe le ss existed 

The most explicit shift in emphasis in the 
post-independence declared 1952 policy 
statement was with respect to the claims of 
communities living near forests. Referring 
to the claims of such communities, it is stated 
that' local use should at noe vent be permitted 
at the cost of national interests" and that 
“national interests should not be sacrificed 
because they are not greatly discernible" 
While the protective and productive aspectv 
of forests are referred to and the needs of 
future generations also receive a mention, 
the production of good limber in the national 
interest receives priority. “Each type of land 
is to be allotted to that form of use undci 
which it produces the most and deteriorate*, 
the least”. With a number of decades m 
'scientific forestry' behind it. th. 
government’s view of production was, fairh 
obviously, timber production. 

A hiatus is bound to exist bet w e en the 
intent of a policy and its functioning The 
nature and magnitude nf such a hiatus depend > 
on the awareness of the population and the 
countervailing power that it is able to exert 
Evidence does exist of collective action and 
protest It was intermingled with pditic.it 
protest and interpreted as such. In the absent c 
of pronounced gnus roots activity, the aelu..; 
working of4hc policy at the practical level 
throughout much of the period up to the Un 
1970s and early 1980* continued to t' 
governed by the Forest Act of 1927 and if* 
corresponding state acts. The growing nee. t - 
of industry and the centralised exercise ,<i 
stale power were the focal driving forces »i 
this implementation of policy. 

CoNrurroc. Signals 

The declaration of a National Foresi P* >h‘' 
m 1988 was the consequence of a numho 
of factors. Local needs and grown *i‘h 
population and with no visible alternative i* 1 
meet the fuel and fodder requircmn r* 
emerging in large parts of the country Th.- 
post-i (•dependence environment, logoi tv 1 
with this pressure of local needs and the 

suppem of sor w e e n lig hte n ed f o taim n-vui.: 
»the emergence offorestprotectHHip*;' 

first in West Be ngal and Wen hi a miniN? 

of other states. The app*rtaifSsiiureo(pni>* wt 

of forests m a policy, the emergent 
• p orthetpo l ien* as an almost unavonW* 
policy opoon id the increasingly up 11 ’ 
cotMorvmtMgpDWteexerciMdlty ihev i>»* 
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group* touted in the declaration of 
• new policy initiative in 1988. 

The 1988 policy gave new direction in 
important areas. It emphasised the 
environmental protection and conservation 
roie of forests, stated that organised i ndus try 
must meet its needs from private lands and 
aaked for an increase in participatory 
management of forests. In a sense, it 
constituted a small beginning in trying to 
create and enabling ratter than a policing 
role for government This general direction 
was pursued further in the form of the issue 
of acircoiar from the ministry of environment 
and forests to state forest secretaries in June 
1990 providing guidelines for the 
involvement of village communities and 
voluntary agencies in the regeneration of 
degraded forests. Following this several state 
governments issued orders on joint forest 
management. 

The National Forest Policy of 1988 aiso 
laid down that forest-based industry should 
meet its raw material needs by establishing 
a direct relationship with farmers rather than 
depending on forests, which would henceforth 
be maintained primarily for ecological 
functions and for meeting the subsistence 
needs of the people. It seemed that a two¬ 
pronged strategy with reliance on the market 
and on local institutions for alternative needs 
was to be followed. 

Of the different signals coming from the 
government sector in the area of forest 
management, the June 1990circular acquired 
some importance. It seemed to illustrate that 
the urgency of the need for formulating 
participatory modes of management had 
i driven home in government circles. It was 
not as though all problems had been solved. 

U was just that the enabling role of government 
had been recognised. 

Some of the stale resolutions had same 
drawbacks. A number of them did not grant 
an autonomous status to the local institutions. 
Even where these were not explicitly 
( constituted by the forest department, they 
j, could be dissolved by the forest officer or 

s some other forest functionary. The final 

r authority in the case of disputes wjs, in a 
number of cases, a forest functionary The 
clause on the sharing of the produce differed 
from Male to state; in some cases it was 
; sharing of the gross produce, in certain others 

[ 1* was of the net produce The economic 

principle of the opportunity cost of the labour 
>■ pot in by the villagers is not invoked in any 
of the resolutions This was certainly not 
participation in the sense of a partnership 
between equals. It was however a beginning 
The new thrust of forest policy was to be 
a (treat on multiple products and ecological 
functions with ioaat control replacing central 
; control at tire dominant institution. The 
amnadedPoreaConservitioa Act belies any 
< wch hope* aa a number of its provisions 
seem to contradict the provision of the Forest 


Policy. Note, for instance, the following; 

(a) The prohibition on the plantation of 
horticultural crops which includes palms, 
oil-bearing and medicinal plants on forest 
lands, without prior permission of the 
government of India. While this may be good 
for banning some kinds of crops in forests, 
it could give rise to the suspicion that ail 
usufruct trees, such as her', ‘mahua’ and 
other medicinal herbs are to be limited. 

(b) The ban on assignment or lease of 
forest land to people or institutions not wholly 
owned by government. The contradiction 
between this provision and the move towards 
participatory management is dear. 

fc) The provision for distribution of minor 
forest products and other materials through 
depots at reasonable prices. This again brings 
in a centralised policing kind of role for 
government. 

(d) Introduction of regulations to govern 
the felling of trees on private holdings. This 
provision will come in the way of tree fanning 
by farmers which was to provide for the 
needs of industry as pa the Forest Policy 
of 1988. 

Even while the process, of mobilising 
village communities for forest protection is 
proceeding slowly and somewhat painfully, 
a number of conflicting signals from the 
govememnt have helped to shape thclmVages 
of the forest sector with respect to this 
institutional changes as well as with respect 
to other sectors. The move to allot large 
chunks of degraded forest land to industry 
is one such signal It is. in the first istancc, 
anentircly uncalled for.step.Tbcextrupoiatcd 
demand for wood and bamb.x. placed by 
industry itself at 6.4 miition tons can he met 
through farm forestry and does not warrant 
any need for such a step Even at a low 
productivity of 3 tons per hectare, the 
demand can he met from 2 nullum hectares 
of degraded land and it is estimated that 35 
million hectares of privatcls -owned degraded 
land exist with fanners. If correct policy 
initiatives in the form ol removal of restric¬ 
tions on felling of some species of trees on 
private land and on (he transportationof trees 
were to be removed, large farmers would 
easily be able to supply the needs of industry 
Further, this supply by private farmers 
would be at a market pnee that covers costs 
and ensures that sectors such as industry that 
have the capability to pay. do pay the market 
price as indeed they do for all other inputs. 
The policy direction would be entirely in line 
with the eurrcnl macro-level approach of 
adopttng policies that enable the market to 
function in all casts where satclv nets arc 
not calk'd for 

Specifically, can any governmental 
framework ensure that only degraded forest 
lands shall be so allotted to industry’ WiH 
not the market processes ensure that better 
quality land will also end up bang used for 
industrial plantations? Further, can it be 


ensured that, in the absence of other means 
ofprovtcfmg for their needs, the poor and 
needy shall not then proceed to degradation 
or hnheno undegraded lorcsi u, collusion 
with some forest function.<rics ,,, n.td 
happened earlier? Policies most he viewed 
in the dynamic context of tire operation nf 
markets and the consequents thereof ji i( j 
not in a static manner which d. dt-s out pais 
of a certain total for different u,n in oii, L .. 
words, it is essential to foresee what the 
impact of a single step such us pussing on 
of degraded lands to .ndustry shall be in the 
context of functioning markets and changing 
scenarios with respect to people's needs 

Conservation oi Forests v>t> Natural 
Ecosystems A<-j 

Another set of so mew hat conflicting signals 
comes in the form ol a dralt of a new Forest 
Act. Thisis tailed ‘the Conservation of Forests 
and Natural Eco- Systems Act When n comes 
into force, it is designed to replace the Forest 
Act of 1927. In the drafting of this act, the 
policy signal that seems to emanate is that 
“sound ecological management" ts the mam 
principle to be followed in the management 
offorests Reserved forests arc to be managed 
on the basis of sustained biomass rather than 
sustained yield principles. While this is 
commendable, the other policy signal from 
this draft sc ns to he that centralisation of 
control over forests is to continue to be the 
cornerstone ol forest management. Rights in 
reserved forests arc limited and can accrue 
only to tillages rhal have a boundary with 
the lorcsi They cannot also accrue those 
persons who reside. 1 in villages that had their 
owti commuted forests. 

The pnr.- iples governing the constitution 
ol village forests leave mud. to he desired 
They can be c' .muted inly out of protected 
fore- and other common land. This leaves 
little land for them, while at the same time 
excluding ihc residents of villages in which 
ihcy are constituted irom recciv ngany nghis 
in the reserved forests These two facts, when 
put together could in themselves be a 
disincentive to formation of participatory 
plans tor village forests 
Further, local bodies in consultation with 
forest departments need to draw up a 
management plan for the forest. This plan 
shall determine the duties of villagers with 
respect to protection of forests and shall 
determine the sharing of their produce. The 
final authority with respect to taking over of 
tli.’ lores! in (heevcnl of any non compliance 
with the management plan is with the forest 
department officials. In spur of all the effort 
required to be put in by the local body, no 
certainty with respcci to the period for which 
the agreement on management holds good 
exists. The power to take over part or whole 
of the land m the public mu- esi still remains 
with the collector or the divisional forest 
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officer. Also there exists an ambiguity 
with respect to the status of these micro plans 
vis-a-vis the forest working plans. 

A number of questions arise in this context. 
Is it worthwhile for any village body to enter 
into an agreement for the constitution of 
village forests under such conditions? The 
terms do not seem to be anything resembling 
those drawn up between two equal partners. 
At the same time, it remains true that 
participatory management is a new institution 
in the countryside and requires considerable 
inputs from village residents as well lo counter 
divisive forces from within the villages as 
well as from the upcoming market forces. 
With the increasing integration of the market 
with the villages, alternative employment 
opportunities and the consequent opportunity 
cost of labour is rising. In other words, the 
real cost of institution creation is increasing. 
Any act that purports to support the creation 
of participatory institutions should take this 
into account in determining the principles 
governing the sharing of forest produce 
between local bodies and forest departments. 

This draft act lays down (hat “the state 
government shall not. without the prior 
approval of the central government, grant a 
licence, permit or permission to start, or enter 
into an agreement, or renew an agreement 
lo supply forest produce from any reserved 
or protected forest, to any industry that may 
be established after the commencement of 
this act...” This seems to be in the interests 
of conservation management. However, while 
doing this, it should be ensured that the tree 
farming activities undertaken by private 
farmers are encouraged so as to supply a 
source of raw material to industry. Strangely 
enough, the act seeks to put restrictions on 
the tree fanning activities as well. Tree 
growers must be registered with the forest 
department whose restrictions on spacemen! 
of trees to be grown and on their felling and 
transport must be followed. With all these 
provisions, it is little wonder that the 
compulsions of political economy have 
resulted in the move for forest land itself to 
be handed over to industry. 

In determining policy directions with 
respect to forest policy, conservation of 
natural ecosystems has come to occupy a 
significant role. Is there a neced for a change 
ui silvicultural practices, to take into account 
the cootnbotioo of non-limber forest products 
(NTFPs) too as well as major categories of 
timber. It is well documented now that WTFPs 
play a significant role in the employment and 
consumption patterns of rural communities. 
Further, one cannot assume that this role it 
of shall continue to be a static one. It needs 
to be viewed in the context of changing 
developmental scenarios where alternative 
livelihood opportunities may arise and result 
m changing magnitudes of dependence on 
the forest and its timber and non-timber 
resources 


Carbon sequestration by forests under 
succession is another important linkage of 
the forestry sector with industry in particular 
in vie w of the apprehensions expressed about 
likely increases in the carbon emissions due 
to industrialisation. The mitigation of climate 
change that reforestation allows for is likely 
to have important policy impacts and should 
be taken due account of in charting a policy 
direction, both for industry and for forests. 

It must be appreciated that the linkages of 
forests with other sectors in different regions 
arc of diverse kinds. In certain areas, shifting 
cultivation and its implications for land use 
acquire significance: in certain other parts, 
it is the interaction between the livestock 
sector and the forestry sector that is central: 
in still others, land under forests is very 
small, a developed agriculture dominates 
land use and private farmers could very well 
supply large parts of the demands of Industry. 
In still other regions non-timber forest 
produce such as lendu leaves collection or 
sal plate making provide employment to 
large numbers of people. That forest produce 
prevents seasonal hunger in some regions of 
the country is well known. Any legislation 
that purports to give policy direction to the 
linkages between forests and other sectors 
of the economy will have to take account of 
all these aspects. And this needs to be done 
not only in a static context, but in the dynamic 
context of the changes likely to take place, 
both as a consequence of developments at 
the national and international level and the 
likely changes induced by the legislation 


itself. In-depth research-studies need 
analyse these changes and to txtrapof 
their iikety influences on a continuing bai 

The policy-maker must, in the interi 
proceed with the business of providing 
direction to the functioning of inter-secto 
linkages. In such a situation, it it best 
proceed on the basis of certain bro 
principles to follow in the drawing up of a 
policy. Some of these can be enunciated 
under; 

(a) decentralisation and local control, 
preferable to centra) control; (b) an enabli 
role is to be preferred to a policing one, i 
as long as deprived or disadvantaged grou 
are not involved in an essential mann 
* conditions conducive for the market 
function should be created; and <d) whi 
externalities or imperfectly functionn 
markets exist, act as an enabling agency I 
the emergence of alternative institution , 

In the final analysis, it is best to rcmcmh 
that whatever be the intent of govenuw 
practice, the form that it assumes in ; 
operation depends on the countervail 
power available with and exercised b> tl 
people for whom it is meant. And th 
empowerment can come only from ti 
existence of an aware and enlightened puhl 
opinion. 

(This is a revised version of the kevn., 
address for the Conference on The Link .un 
between Forest and other Sectors oi t> 
Economy' held at the Indian Institim , 
Forest Management. Bhopai. June 5-6. |w 
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Despite the almost continuous decline of the annual rate of inflation in 
the current financial year so far, the price situation remains brittle and 
a single major development, such as a failure of the monsoon, could 
trigger an inflationary flare-up. 


THE over-the-year inflation rate has been com 
coming down almost continuously since the rise 
beginning of 1995-%. it has declined to R.4 per 
per cent on June 3, down from 10.4 per cent ) 99< 
on March 25. After declining continuously 

for eight weeks and touching 8.4 per cent - 

on May 20. there was a reversal to 8.8 per 
cent on May 27, but the inflation rate again 
fdf to 8.4 per cent on June 3. The inflation —- 

rate had stayed in double digits for 12 weeks j'.’ 5 " 1 

in a row towards the end of 1994-95 hut it Ju j^ 
came down to 9.4 per cent in the week ended j u iy 

April l. The lowest annual inflation rate Augi 
recorded last year was 8.3 per cent on • Sc P t< 
> October 1. 

j The inflation rate for the roost recent period [x . ce 

e is based on the provisional wholesale price janu: 
K index (WPI). However, there has been found Febn 
; to be a near one percentage point difference Marc 
J between the inflation rate based on the A>cr 
: provisional index and that based on the final ’ Pm 
i index, though at times the difference may 
J be narrower. Thus 1994-95 ended wiih 10 

£ per cent inflation as per the provisional - 

£ index, but based on the final index the Comi 
A inflation rate was 104 per cent. The final 
'j index is now available for April I and 8. ~— 

i and in these two weeks the inflation rate as 

measured by the final index was It) 2 per / (nm 
cent and 10.1 per cent, respectively. Eggs 
compared to 9.4 per cent and 9 per cent as ( ond 
i per the provisional index, a difference of 0.8 
- and I.I percentage points. 0 ,l s 

~i While there has been a decline in the over- on* 

f the-year inflation rate, a few points need to Mann 

; be noted. First, the lower rates of increases 
in WPI have been over the very high base 
» of the corresponding weeks of Iasi year inol? 

; (Table l). The inflation rale had touched Orgai 

| 12perceminftrsit|uarteron994-95. Pnccs 
j of primary articles especially had shown a ! ' e ™ 
f rise of 13-16 per cent. p uis 

t Second, the WPI has risen continuously V egei 
1 in absolute terms in 1995-96 so far, though Fruits 
} the inflation rate has declined. It ha., gone Other 
| up from 285.2 on March 25 to 289.5 on 
t June 3, a n*e of 1.5 percent in 10 weeks. 

I Admittedly, this is significantly lower than toba 
5*hai in the corresponding period of last Manu 
fSfttt (3.4 per cent). The rise has been lower and < 

fin both primary articles (2 per cent against 
’ C.7 per cent) and manufactured products Meul 
;J,6 per cent against 2.4 per cent). The - 

i 
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composite food index too shows a lower 
rise of 3.8 per cent this year against an 8.7 
per cent increase in the same period ot 
1994-95. 


-j, .,,111 J IHJI M1U..II i iy 

seasonal fall during the preceding post¬ 
harvest period October-Dcccmber 1994, 
despitea good agricultural season, the period 
since then has also seen a continuous rise 
r nin j in ,he Price index. 
brittle and A closer examination, however, shows 
> could that it is the relatively large declines in the 
prices of a few commodities which have 
brought down the inflation rate. Otherwise 
tows a lower there have been sharp increases in the prices 
igainst an 8.7 of many major commodities and commodity 

ne period ot groups (Table 2). The items whose prices 
have declined are fibres (-9 4 per cent in the 

Table I: Annual Inflation Rate 


All Commodities 


i Articles Excludin 


April 

May 

June 

July 

August 

September 

October 

November 

December 

January 

February 

March 

As crage 


Table 2 Tkenix is Whi lesale Phut Index of Bask Consumption Items 


Commodities 

lune 3 
1995 

Fiscal Year Variation 

June 3. June 5. 

1994 199.3 

Anns d Variation 
June 3. June 4, 

1995 1994 

All commodities 

1.5 

34 

2.5 

8.8 

11.5 

firms showing declines or very /<m 
Eggs, fish ami meal 

iru reuses 

04 125 

- 1 4 

6 ( 

35 2 

Condiments and spices 

-29 

10 7 

2 5 

-1 8 

-12.3 

Non food articles 

-2 2 

1 4 

• - 

11.4 

22 7 

Fibres 

-94 

-4 7 

4 S 

3 

667 

Oilseeds 

0 2 

7 3 

6 0 

15 1 

15.5 

Other non-food armies 

-0 4 

0 5 

06 

123 

128 

Manufactured products 

1 6 

24 

2 i 

98 

10 3 

Eootl products 

1 7 

5.4 

8.2 

4.3 

94 

Edible nils 

-0.5 

4.1 

29 

13 3 

7.5 

Juie textiles 

-0 2 

0 0 

-06 

16 6 

172 

Inorganu chemicals 

-3.3 

0.3 

1 3 

18.6 

113 

Organic chemicals 

-26 

24 

1 5 

23 9 

1.2 

Items sh<m mg 1urge ini reuses 

Food articles 

47 

105 

1 8 

6 1 

13.4 

Pulses 

5.5 

-0 4 

1 8 

16 0 

25.8 

Vegetable*. 

38 3 

27 1 

21.1 

206 

8.4 

Fruits 

lo 5 

27 l 

-2.6 

-A 0 

13.2 

Other food articles 

7.3 

52 9 

64 

5.1 

9.6 

Sugar, khadsan and gur 

5.1 

129 

20 t 

- 9,0 

14.1 

Sail 

7 3 

-0.3 

1.4 

(8 t 

0.3 

Beverages, tobacco and 
tobacco products 

4 6 

1.8 

I.I 

15 5 

7.7 

Manufacture of bidi 
and cigarettes 

5 1 

1.9 

l.l 

14.0 

7.1 

Textiles 

3.4 

1 9 

0.8 

15.9 

18.0 

Paper and paper products 

2.1 

-0 2 

0.) 

5.3 

2 5 

Metallic minerals 

2.1 

2 5 

0.0 

21.9 

11 6 
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tt rice and wh, 
around 3-4 per oentovtr therein 
year. In April 1995, the offldal p roctycmc nt 
agenda had foodgraht stocks of about 28 


the 35 me teoro l o g ical aubjivteioat had 
facetved normal roaxoass aUCMl tfftiat 25 


current rise*] year so far (April to Jim a) 
against -4.7 per cent in the corresponding 
period of 1994-95), condiments and spices 
(fail of -2.9 per cart against a rise of 10.7 
per cent), eggs, fish and meat (fall of -0.4 
percent against a rise of 12.5 percent) and 
other non-food articles (fall of -0.4 per cent 
against a rise of 0.5 per cent). Among 
manufactures, prices of chemicals and 
chemical products have declined because of 
duty reductions - inorganic chemicals by 

3.3 per cent (against a rise of 0.3 per cent 
in the corresponding period last year) and 
organic chemicals by 2.6 per cent (rise of 

2.4 per cent). A few other manufactured 
items like cement and electrical equipment 
have shown negligible increases as compared 
with the previous year (Table 2). 

On the other hand, the WP1 for basic items 
of mass consumption like pulses, vegetables, 
fruits, milk, sugar and salt, among others, 
has registered sizeable increases. In the 
primary articles group, prices of pulses have 
shot up by 5.5 per cent compared to a fall 
of -0.4 percent in the same periodof 1994- 
95. Prices of vegetables have risen by 38.3 
per cent against 27.1 per cent last year. 
Though the increase tn prices of fruits has 
been below that last year, the order of increase 
is still large (10.5 per cent agatnsl 27.1 per 
cent). Prices of ‘other food articles’ rose 
(although by only 7.3 per cent against 52.9 
per cent last year! essentially due to tea. 
Despite the record Output of 14.5 million 
tonnes predicted for 1994-95, sugar prices 
have risen by 5.1 per cent in this fiscal year 
so far (against 12.9 per cent). The price of 
sugar is expected to ease with larger releases 
for open sales along with 4 lakh tonnes of 
import. Price of salt, which had been 
declining or rising negligibly in earlier 
months, has risen sharply since May 6. The 
main reason cited is the lack of railway 
wagon to move stocks from the producing 
centres in Gujarat and Andhra Pradesh. 

Some of the forces responsible for inflation 
in 1994-95, such as liquidity and sharp 
increases in procurement prices, have been 
contained. Growth of money supply has 
slowed down since October 1994. 
Depreciation of (he rupee had also made a 
contribution to the acceleration of inflation 
in the last two or three years. However, in 
the last year or so the rupee has been relatively 
stable. In fact, in trade-weighted terms the 
RBI’s nominal index of effective exchange 
rate (base; 1985*100) has remained almost 
unchanged once March 1993 - at 44.94 in 
March 1993,44 99 m March 1994 and43.41 
in December 1994, As a result, imported 
inflation may not have been a factor in the 
put one year. Moreover, procurement prices 


million tonnes (almost double die level 
considered necessary for meeting PDS 
req u i rem en ts ). Measures are being taken to 
partly offload theae stocks and make them 
available to the poor at reduced prices. The 
government is likely to reduce issue prices, 
though selectively. 

Even so, in the final analysis, inflationary 
expectations can be doused in the coming 
months only by determined action by the 
government to curb speculation by traders 
in key commodities. Though the Meteo¬ 
rological De part ment has predicted another 


IN two recent cases, the Supreme Court has 
ordered the immediate closure of tanneries 
for not having the required effluent treatment 
plants despite earlier opportunities given to 
them by the court and by concerned State 
Pollution Control Boards. In the first case 
309uuieries in Kanpur were directed to stop 
work, while in the recent order issued on 
May I, 1995, 59 tanneries in North Arcot 
Ambedkar district of Tamil Nadu have been 
served notices of closure These judgments 
have not only set a precedent in environ¬ 
mental jurisprudence, but are bound to go 
a long way in strengthening and enforcing 
industrial pollution control measures. 

The point of departure for this note is 
almost complete neglect of occupational 
heahh (OH) as an issue serious enough to 
warrant closure of workplaces. The tendency 
has been lo subsume (he issue of OH under 
the broad theme of environmental pollution 
and assume that controlling environmental 
pollution automatically take* care of 
occupational hazards. Using our study of the 
leather tanning units at Diathyul, we hope 
lo underscore the need for penal institution* 
(including courts) to initiate measures to rid 
workplace* of hazardous methods of pro¬ 
duction or else dose them down altogether. 

Under the ‘export-or-perish’ policy of the 
g o v ernmen t of India, the Irethar jndUarty 


auhrii yfoywif la^ ypy, fllMyifftilriillf, 

lector, io j ii rt ilioi hm tow ntoctpto to 
pttt on cm oefloii or im cw ooscs too 
excise and customs duda. The rise in food- 
grain prices haa not curtxd so fta despite 
the large foodgrain stocks. If prices of 
manufactured goods such u fertilisers rise, 
increase in procurement prices will have to 
follow. All in all, the prk% situation is still 
brittle and a single development, such as a 
monsoon failure.could trigger an inflationary 
flare-up. 

[Prepared by Panamas Deboath.] 


(which is already a major export earner) has 
been identified as a thrust industry for further 
promotion and growth. Leather is die fourth 
largest item, contributing 7 to 8 per cent of 
total export and, perhaps, it ranks first from 
the angle of net foreign exchange earnings 
Export earnings from leather industry was 
placed at $ 1.319.17 million (Rs 41.393 34 
million fin 1993-94. The industry ha merited 
a lot of attention from (he government which 
has set up several commissions, ami 
committees to enquire into the functioninf! 
of the industry. The brief of almost all these 
bodies has been to suggest measures to 
augment the value-addition of the products 
exported from the leather industry. While 
paying tip-service lo the need to improve the 
conditions of workers (rehd wages), not one 
committee hq^ gone into the issue of hazards 
facing the workers directly and indirectly 
involving the industry. The prese nt drive lo 
increase India’s share of the global market 
from 3.3 per cent lo 10 per cm by 2000 
AD cannot but spelt disaster to those 
employed in t his industry. 

The quality of leather products exported 
ha* a lotto do with dm quality of tanning 
- the moat poDutfag. hasankma but the «*»< 
labour-intensive component of dee Insthci 
industry. Leather i ndustry a* such cousins 
of there dHMnont ttywiu, namely, taxhe' 


Industrial Pollution and Workers’ Health 

Millie NUklla 


The issue of occupational health is generally subsumed under the broad 
theme of environmental pollution and it is assumed that controlling 
industrial pollution automatically takes, care of workers’ health. A study 
of the leather tanning industry in Tamil Nadu underscores the problems 
of adopting such on approach. 
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|)., trafhn finishing and 

tenth* (&dwK* JMtuOry. The firm two 
segment*. 4 c onning and finishing, are 
totally barined in developed countries, on 
account of environment pollution and 
occupational health. This is so in spite of 
elaborate technologies designed in these 
countries to combat pollution. The media 
nism devised to implement and minister OH 
are so stringent in these countries that the 
costs of running these operations aic 
extremely prohibitive and so render their 
adoption unvtabie. 

Yet. we in India have persisted with the 
industry using the employment it provides 
.to a large number of people, particularly 
women, as a justification. It needs to be 
noted here that the leather industry has been 
designated as a hazardous industry under 
the Factories Act, 1948. This makes u 
mandatory for unrts Insecure a licence before 
commencing any operation and particulars 
those relating to processing and finishing 
However, It has not deterred units from 
(illegally! expanding their operations both 
vertically and horizontally on the strength 
ot an initial licence. More important, the 
designation of (he industry as hazardous has 
inn been extended to make u obligatory on 
the part of the employers to register all (he 
workers (permanent, casual, etc) employed 
in the units In Dmdigut. where we bare 
conducted an extensive survey, onts about 
IS to 40 per cent of the total workforce arc 
covered under some labour well arc scheme 
or the other The rest ol the workers are no! 
even recorded as employees 

Broadly, the indusiry employs two 
methods ol tanning hides/skins into leal tier 
Boih these methods - vegetable and chrome 
- are equally hazardous bur in different 
ways. Vegetable tanning (El) is more labour 
intensive. hencc.lhc labourers come indirect 
contact with the chemicals used Besides, 
itscy have to constantly handle heavy km v cs 
and othei 1 hand tools which makes the' w.uk 
hazardous. Chrome tanning i nvol v cs a U gcr 
number of chemicals and more intensive use 
of oxic chemtcalv which arc constamly 
inhaled by the workers 

Further, irrespective of the techniques of 
processing, leather tanning is an high-risk 
industry for workers who have to work w nh 
w« hidnSsfcint and that too when the machine 
is in motion. Also, there has been an increase 
m the number of chemicals used m tanning 
now nearly 225, Of these, quite a few are 
toxic like, sodium sulfide, sulphuric as id. 
ammonia, acetic acid, chromium, tor 
maMehyde, etc. These chemicals are used 
frequently and in Urge quantities in various 
procettesuftanrung Pro lo nge d oontacf with 


these chemicals leads to dermatitis, 
conjunctivitis, nervous disorder, itching of 
skin, throat, mucous membranes, chest pain 
asthma, bronchitis, ulcer, fissures in arms, 
nose, mouth, (eel, etc Some ot these 
chemicals d inhaled can he fatal 

Apari from these, a combination of 
ditlereni chemicals al ihe work spot leads to 
formation ot new (toxic sometimes) 
chemicals like hydrogen sulfide, carbon 
monoxide This happens very often al ihc 
pre-lunmng stage Inhalation ol these newly 
formed chemicals is hazardous Workers 
begin In lecl drowsy and could end up dead 
i.imc blasts often occur in lime yards. 

Women arc employed m large numbers 
in the tanning industry Largely in processes 
dial are not even rcco fc msed as pre-tanning 
opeiatnms bul which are. nevertheless, 
indispensable lor subsequent tanning 
operations The work done by these women 
winkers i, ihe most hazardous part of entire 
tanning process Further. Ihese women 
neither form pan of the workforce reported 
under ihc Kictones Act nor arc (hey included 
inofficial statistics If al ait.they are recorded 
as sweepers or cleaners or coolies and nc’ 
as tannery worker Besides, all ol them are 
Casual labourers and arc made m *<-rk outside 
Ihe unnerv premises Women tannery 
workers sutfei irom specific diseases 
Women working in processes related to 
collecting cleaning and packing sheep hair 
arc prone lo gynaecological problems like 
mcnsiru.il disorder, dysmenoirhoca and 
Icucotna Heat and humidus in the working 
atmosphere Ic.iJs lo baldness ai an early age 
Premature delivery arid siiii birth, high rate 
ot Rix'-nata 1 . iciani and maternal mortality 
prolapse ol uieius and miscarriage are some 
ol the other common problems reported 
I he combination of a segmented labour 
market an informal mode of production and 
poi’r organi'j'ton of labour into unions makes 
monitoring and prevent ion ol nazards very 
difficult Any isolated aitcmpi to make safely 
an issue or press for belicr working status 
will have ihe immediate consequences of 
rcndeimg mans lobless 

Almost :he onlv way (he Indian 
govcmmenl deal' with OH is through Ihc 
legal mechanism There has been a senes of 
labour laws aimed at ameliorating ihe 
conditions ol labour, namely (I' Factories 
Asi. 1 »> 4 S. (this is pie.scnptiv cand preventive 
m -atme', y2* Workmen s Compensation 

,Aa. 192' icuialivei. and (H Employees 
State lnsuuncc Scheme Act. 1948. 
icompensaiorvI These acts have several 
problems Fust, even tnc few legislations 
enacted in the mime ot safeguarding w orkers 
Jo not coverall catcgon of workers-casual 


. _ ../ 

and contract as well as workers in the 
unorganised sector. It is precisely these 
categories of workers who are working in 
unhealthy environments are engaged in 
dangerous processes and have contact with 
hazardous chemicals and dangerous 
operations. Thus, those who are in great 
need of protection are least touched by 
regulations. Secondly, even those who are 
covered by Ihe various acts have not really 
benefited for the following reasons. (I) A 
worker cannot directly take a faciory owner 
to court even if ihe latter violates all the 
provisions of the Factories Act. The faciory 
inspectorate is the only authority which can 
seek legal action against employers. <ii) All 
factories are no! inspected by the factory 
inspector periodically for the targets given 
to them is beyond their capacity (both in. 
terms of time and money), (in) The act only 
provides remedies that are available lo 
workers subsequent to disease or infirmity, 
but do not lay down any principle regarding 
prevention of unsafe working conditions. 

(iv) If :he injured worker has not contributed 
to the common fund for at least 13 months, 
the benefit under ESIS is not available. 

(v) The ESIS has become a scheme for the 
general health of workers. Its dispensaries 
and hospitals do not have trained doctors to 
diagnose occupational disease, (vi) Under 
ihc Workmen's Compensation Act. a worker 
is entitled to compensation only f s/he is 
bedridden for a minimum of three days. If 
the injury does noi hamper the production 
of a commodity, then it is not considered 
injury Though (he Workmen's Compen¬ 
sation Act ought to cover all classes of 
workers including ’he workers in the un¬ 
organised sector " docs m ( do so in prac¬ 
tice. fiv ’he injured worker has to prove 
that the accident occurred at the workspot. 

To highlight the dangerous impact of 
tanneries on the health of the workers and 
the inadequacies of the existing laws deal 
with OH directly and indirectly employed 
in it is not to argue against the steps being 
that are taken to protect the local environment 
surrounding the tanneries. Rather, the 
purpose is to reveal the more inhuman side 
of industry that has not merited any attention 
from bodies such as the law courts. The drive 
to increase export of leather goods has no 
doubt increased employment opportunities, 
particularly for women Bulthisemptoyment 
gain is at a tremendous cost - namely, 
increased incidence of a variety of ailments, 
some almost fatal to the workers. It would 
be tragic it the country has to wait for 
international pressure lo address issues of 
OH as is happening in the case of child 
labour and environmental pollutions. 
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Sinhaia-lkmil Ethnic Cotittdt" r 1 
and India 

Partha S Ghoefc 

The India-Sri Lanka accord forced Sri Lanka to convert itself from * 
unitary state into a federal one and agree at least temporarily to a 
merger of the northern and eastern provinces. But historically and 
politically, a federal structure is not in tune with the politics of 
Sri Lanka. 
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1 the ftimadaaa gouaratetetat MdieUT 
was yat another teat of ttts iabyriMh. 

Two nwtar omfirMni vnn jnMfe h\ 
India which need In be an a ly sa d hum Uh 
pcrspoctiveofSH Lankan Watery and potties 
ThU it important became at the moment 
Indo-Sri Lankan relatione are on an even 
keel and may In due comae develop tntn 
more active collaboration within the 
framework of South Asian regional c». 
operation anti security. At the very outset 
H must be underscored that we will have to 
deal with the Sri Lankan state anti not with 


IN India, till recently, there was a tendency 
to view the Sinhala-Tamil ethnic conflict of 
Sri Lanka in pro-Tami! terms. This was 
attritmtaMetottelarge-scateanti-Tamil riots 
that rocked Colombo in 1983 which were 
unprecedented in scale and dimension. The 
rote the then Tamil Nadu government of M 
G Raipachandran in particular and the Tamil 
intelligentsia in general played to bring into 
focus the maltreatment meted out to Tamils 
in the island reinforced the image of the 
Sinhala as the bully in whose hands, it was 
argued, the minority Tamils would never 
feel safe. On the foreign policy from the 
relations between the two countries 
deteriorated as India perceived certain Sri 
Lankan moves as pregnant with strategic 
implications not conducive to India's 
interests. Against this background Indira 
Gandhi's 'Monroe Doctrine' was generally 
welcome by the Indian press and the 
platform. 

Since it was realised that theethnic conflict 
and the regional strategic issues were closel y 
connected. India developed a natural interest 
in Sri Lanka's interna) affairs, thanks also 
to the Tamil lobby in India and the Sri 
Lankan Tamil leadership's growing 
dependence on Indian mediation. This 
process culminated in the signing of the 
lildo-Sri Lanka accord of 1987 and the 
despatch of the Indian Peace Keeping Force 
(IPKF) to the country to ensure peace in the 
island by dealing with the LTTE militancy 
and working out a solution to the ethnic 

The highlights of the accord were that Sn 
Lanka was forced to convert itself from a 
unitary stale into a federal one through the 
expedience of the 13th A m endment to the 
constitution and agree, at least temporarily, 
to a m er ger of the northern and eastern 
province s into am single north-eastern 
province a* d em a n d ed by tiro Sri Lanka 
Tamila 

By 1990, this phase came to at) end with 
India’# Sri Lanka policy virtually ia 
ih ma hlca . Bat for its success in making 
Colombo behave itself so as not to upset 
MM I wBmCgK fOMuHCKI Oy wl(MCrH| 
meff fro* cxtf»~negkM*l power* tad 
tmncsny ropmm powert* ivxn * poocy 

in aB Mho impacts tthd adwraMy. The 
IPKF could not acc owp ti sh it* prim ar y 


mission of taming (he Tamil Tigers let alone 
defeating than and making (hem surrender 
their arms. Its experiment of propping up 
an alternative Tamil political force in the 
Eelam People's Revolutionary Liberation 
Front (EPRLF) under the leadership of 
Varedanya Pcrumal as the chief minister of 
the newly-carved North-Eastern province 
also came to nought as Penimal was viewed 
as a puppet of India Neither cnbld his party 
develop an independent base among the 
Tamils nor could he himself command respect 
with Colombo. As a result of all this, the 
EPRLF failed u> make any in-roads into the 
LTTE constituency which it was expected 
to do according to Indian calculations. 

The exit of J R Jayewardene from politics 
and the coming to power of Premadasa 
suggested that the accord was in trouble 
Dietmar Rothermund of the Heidelberg 
University fin one of his communications 
to this author in the immediate aftermath of 
die accord) had prophesied that just like the 
collapse of the Punjab accord following the 
death of the Akali leader H $ Longowal. the 
indo-Sn Lanka accord would also run into 
rough weather as soon as Jayewardene went 
away from the political scene. From the 
beginning that Premadasa was convinced 
that the rote that India was playing in the 
garb of an honest broker in Sri Lankan ethnic 
crisis was tantamount to interfering in its 
internal afters. The audacity of the Indian 
Air Force in violating the Sri Lankan air 
space to drop food items in Jaffna was a deep 
wound oo the average Sinhala mind and 
Premadasa being a politician rising from the 
grass roots, unlike most of his upper caste 
Sinhala counterparts, captured the 
imagination of the Sinhala community by 
unleashing a tirade against the presence of 
the IPKF on Sri Lankan soil The story 
indeed was rngeb morecomplicated. It may 
suffice here to mention that there waa a great 
deal of activity behindtite scene. For example, 
in spite of Ms public posture against the 
IPKF ha indirectly used the latter to help him 
deal with the Sinhala chauvinistic JVP 
iueutymey hi the south. Know i n g until that 
his eovusauneM ins not in a onahkai to 
nuroage two fronts at osre thne - LTTE in 
the north end tiro /VP ia the tanft-he left 
(he north so fts iPKF to rfiarnOrate Ms 
enirglse in (he amah. Even ftKF plane 


one ethnic group or the other. Secondly, 
whatever might be the compulsion:, of 
domestic politics, in this case Tknul Nadu 
politics. Indian foreign policy should mu 
become a hostage to them ss had been the 
case to a large extent in the I9ft0t. As a 
nation thinking in terms of becoming an 
uncontested regions! power and eventually 
a great power operating on a global siait 
these are the elementary requirements of 
Indian foreign policy-nu&ing. 

Fedwai. Mock 

First, let us take up the quCnkwt Ol oijr 
insistence on a federal model for Sn LanL 
a country one-fiftieth the size of India's m 
with about one-sixtieth its population It the 
Sri Lankan provincial lyattm with nine unm 
is extrapolated to the Indian situation « 
would mean a union of India with 430Main 
We alt know that ours it not a moiki, 
federation. Our state governm en ts have * | 
often beeo toppled in the past by the whim‘ < 
and fancies of the central government The 1 
Sarkaru Commission Report which «cm 
into the whole gamut of centre-state rclat u«, 
is respected more by indifference shown n> 
it than by taking follow up actions w it< 
recommendations. We also know how nd> 
was a to have a futi-ftedged federal model for 
India when we were draWngourConstitutK* 
about half a century ago and why we da. uW 
in favour of calling U a ‘union’ «t states 
rather than a 'federation’ of slates 

The reorganisation of staset that was j<w 
in 1955-56 was not an easy after F.vrnaJw 
the job was done the ptobtetn renuinni I 
was only after yuan of acrimony that * 
demand for a separate Hate for the Pupate 
was granted and stiariarty Assam wssdinde 
taao several states. Even now several ^ 
desnandt are b rin g put forward fo* 
statehood for Bodotand, GorkhsU* 
Jharkhand. Uttarakhand, Vldarbba and < 
on but is there an afty acceptanc e ot tiw 
denrondsTEveatfsflftan and other p , ’ tcrt> 
demands are accepted we $WI wovU * 
hare mm dm 40 afttea. 

h ft not a fact ftat over <hc 
eaninisintonaMy spuakteg, w« hsve- fa** 
more cmntinff Tfta fta mo*t ** 

•HMinAlwhK* * 

ll* (*tet *p(4 art ** 1 



«W«. 

iWdyt politically 
tanks to me 

ji mi hi ^«y «* 

on our put So 
tnxbta tfctf significant political forces in 
(he co««»cy»» l »ow m a> rlnf noises forsnew 

COMrttut j 00 , AH this underscores the point 
th^weinwcatulon Sri Lenkas model which 
we oondves wars not so sure of and were 
, only in the process of experimentation. The 
pillion of India which was so traumatic for 
: u5 and which so much influenced our 
conriituUooalfsan was forgotten in the 
j process. 

. jmjfr pas a long tradition of democratic 
: and nationalist movement and during this 
; p frge all kiwis of regional demands were 
made soddemocradcslly accommodated In 
; the process some sort of federal temper had 
been wealed. The number and variety of 
autonomy demands that were put forward 
to the constituent assembly were just mind- 
boggling. It goes to the credit of the Indian 
l -pvrahi p that they did justice to most of 
! these demands in the best possible manner 
: in the givea situation when the country had 
' just been p art i t i oned and communal tempers 
- were miming high. 

Did Sri Lanka have any comparable 
experience? The answer is no. There was 
no mms-based narionaiisl movement there 

' not soy demand for autonomy by any section 

: of Sri Lankans, least of all the Sri Lanka 
Tamils. They were doing fine under the 
f British ml had, therefore, no reason to talk 
of autonomy. Their confidence was 
■ sometimes so much that although they 
constituod only shout 13 per cent of Ihe 
; population they had once even demanded 
equal share of power with the Sinhalas who 
accounted for about 75 per cent of the 
wpulatkm. 

’ It isoflan erroneously corwttued that the 
British had introduced the provincial system 
the U lM d What the British had actually 
done was to divide the country into several 
xovinoe* purely for admmittrati ve purposes 
Without devolving any executive or 
egislative power to these units. The unitary 
Character of the suae was not compromised. 

The basic motive of the British was to cuit> 

« uadwnarreats of Kandyan nationalism 
1 m such the provincial boundaries were 
ifton Stored to meet the existing political 
jMetLIhabow^ahnof northern and eastern 
exception 


, It was only altar i nd e p e n d en ce that the 
Amtts started taking in terms of more 
jbtoflomyfhrtheawtves. Butalltheseefforts 
iu. iabadhdDf a federal polity even 
' the nasi hadtod senae were thwarted by 
1 SlabaU political forces. Jayadevs 
wajoda.aODtoabo baaed social sdentm 
F PWotasHha p an . a rewa aegoristing with 

; Cm on hereof of the Chandnka 
ruhri—iW, had in a reaaarch paper 
Mtoui vw imnaniad that 

^^ywhkhcamedongwdh 

(• ; \ • •; ' 


the Indo-Sri Lanka Accord, was something 
Ain to a surgical intervention in the reform 
process of the Sri Lankan state. Here lies, 
patadoxically, the entire problematic of 
devolution in Sri Lanka: a political and 
historical necessity, yet with no firm 
grounding in the mainstream political and 
constitutional discourse " 

Against this background it was clear that 
the Indian insistence on introducinga federal 
model was not in tune with the politics of 
Sri Lanka. 1 have no intention here to 
prescribe an alternative model for Sri Lanka 
to accommodate theTamil grievances. What 
1 am trying to do is to sensitise the Indian 
decision-makers to the fact that probably the 
division of the tiny Sri Lankan state into nine 
provinces with so much power devolved on 
these provinces, which includes law and 
order, may not be in the best interest of the 
country. Radhika Coomaraswamy of the 
International Centre for Ethnic Studies, 
Colombo, otherwise a champion of the 
federal system for Sri Lanka like Uyangoda, 
had to concede in one of her recent writings 
that “any final settlement of the north-east 
problem will involve the recruitment of a 
large number of Tamil youth, who have 
served a different master, into the police 
force. How will this operate in actual fact? 
Again, one can see a hornet’s nest of issues 
arising in the future under these provisions 
rtf the 13th Amendement. 

Still, one can give some benefit of doubt 
to this federal prescription for after all this 
is one of the solutions experimented 
elsewhere to manage ethnic conflicts if the 
feuding groups arc by and large physically 
separated. But what was really high-handed 
on India’s part was to ram down the ihroat 
of an unwilling Sri Lankan government the 
merger of the northern and eastern provinces 
to form one north-eastern province just to 
accede to the Tamil demand based upon 
their theory of ‘traditional homeland - . 

Basis of Tamil Demand 

The theory of traditional Tamil homeland 
corresponding to the present north-eastern 
province is largely a hoax. Modem research 
has proved that the claim is grossly 

exaggerated. Kingsley de SilvaofPeradeniya 

University who has extensively researched 
the background of the demand as well as its 
veracity has found that u all started with an 
innocuous minute prepared in June 1799 by 
one Hugh Cleghom. a British academic, 
who had been in the island for a short while 
in the early years of the British role. A 
political trouble-shooter, who later became 
the first colonial secretary for Sn Lanka, 
Klcghom knew nothing about the island, 
least of all about its inhabitants. The relevant 
portions of his minute read as follows: 

Two different nation*, from » ver > * nc, f nt 

neriod have divided between them the 

f^gaioo of die island. First the Cingalese 
>he i«eri« ^ cwtnoy; 

in iu southern *»d western parts, from the 


... ( 

river WaUouve [WaiaweJ to that of Chilow 
(sic], and secondly the Malabar* (Tamils], 
who possess the northern and eastern 
districts. These two nations differ entirely 
in their religion, language and manners The 
former, who are allowed to be the earlier 
settlers, derive their origin from Siam 
professing the ancient religion of that 
country. 

One can easily understand the intellectual 
bankruptcy of K leghorn about the ethnic 
structure of Sri Lanka from the profound 
wisdom that he displayed about the origin 
of the Sinhalas. But in spite of this his minute 
has been used as a bibie by theTamil political 
forces ranging from the extremist LTTE to 
the moderate TVLF. Actually, it was this 
portion of the minute which the TULF leader 
Amrithalingam had quoted in his letter of 
December 1,1985 addressed to Rajiv Gandhi 
without, of course, incorporating the last 
sentence mentioned above. Ostensibly it was 
with a motive, for, it could have exposed 
Kleghorn's intellectual authority and 
weakened the Tamil case. 

Probably it was this letter which 
considerably influenced our insistence on 
the merger of the northern and eastern 
provinces in deference to the Tamil demand 
for a ’homeland’. If so, the question arises 
as to what was the historical division of our 
ministry of external affairs doing? Was it 
all that difficult to go into the original text 
of Clcghom’s runute and analyse it in its 
historical conte:.t. a job which couldbedone 
by a Sri Lankan historian? If it was not 
possible within Ihe South Bloc fc want of 
necessary expertise, could not the task be 
given to any professional Indian historian 
many of whom are international leaders in 
the profession? 

There is little evidence in Sri Lanka's 
history :j stake the claim, as the Tamil 
separatists do. that the Tamils had complete 
sway over a vast ... ca which now comprises 
the nort.i eastern province. At the most the 
Tamils had established themselves in the 
Jaffna peninsula in the north and some of 
its adjacent areas to the south of Jaffna in 
the present day Vanni district. But that too 
was for three centuries only, between the 

13th and the 16th. Thequestion then naturally 
arises what was the basis on which theTamil 
separatists developed their notion of ‘Tamil 
homeland' ? It was nothing but the Cleghom 
minute referred to above In a way Cleghom 
was the anti-thesis of V A Smith, the 
celebrated author of the History of India. 
who immortalised himself by talking about 
India’s unity in the midst of its diversities. 

It may be noted that the north-eastern 
province covers about 30 pet cent of Sri 
Lanka and 50 per cent of iu coastline which 
includes the strategic natural harbour of 
Trincomalee. This fact must be read together 
with the other fact that Sri Lankan Tamils 
are lest than 13 per cent of the total 
population, of which the majority is in the 
northern province, andofthe total Sri Lankan 
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Tamil population (bout 30 per cent live to 
Sinhala-majority areas, most notably 
Colombo. This itself explains the gross error 
of thinking in terms of ( unified north¬ 
eastern province, ademand which tan never 
be co n ceded by the Sinhalese. This is a 
reality which the Sooner India realised the 
bettor. 

The so-called unity between the Tamil- 
speaking Hindus and the Tamil-speaking 
Muslims also must be accepted with s pinch 
of salt De Silva’s research tends to establish 
that such g concept has been the brain-child 
of the Tamil (Hindu) ideologues to buttress 
their bargaining position vis-a-vis the 
Sinhalese. On the contrary, Muslims have 
constantly feared that their material interests 
and identity would be endangered in a Tamil 
state which would naturally be dominated 
bytheJaffhaTamils. Incidentally, the eastern 
province Hindu Tamils also often suffer 
from the same insecurity. 

Of course, it is not the reality which matters 
tn politics but the image of rtuu reality which 
breeds myths and counter myths. In any 
case, who cares to listen to scholars when 
politics has the natural tendency to degenerate 
into terrorism of sorts. It is worth quoting 
De Silva in this context: 

Political myths . .. like any other myth, meet 
a social purpose, the emotional needs of a 
people facing rapid change in their fortunes 
aad a perceived threat to their identity. Their 
ca pa ci ty to believe in such myths will not 
be diminished by demonstrations by scholars 
that these are flawed and full of 
contmdictiora. The myth* will survive; they 
will change: change will transform them, 
aad even transmogrify them, specially where 
such myths... are not peripheral to. but 
integral pans, of die ideology of a political 
party, or in this instance, of political parties 
claiming to represent the interests of an 
ethnic group. 

Mahaono Ethnic Caws 

At the heart of the problem now is the 
writ-entrenched LTTE in the Jaffna peninsula 
which is a stale within the stale. All efforts 
must be made to convince it to join the 
demo cra ti c process so as to allow it to test 
its popularity with thcTamil masses through 
the ballot box. Iftbese efforts ultimately fail, 
then there is no option other Hum settling 
the nmaer with yurts. 

Kcalhrically speaking, there is nothing in 
the dtmo cr at ic solution which can offer 
V Prabhek a nn even the se mb la n ce of whet 
he hae set Ms mind to achieve. He has a 
dream - the dream of an independent Tamil 
eriam constituting about 30 per cent of Sri 
Lsriut with hdfof its coasdine which iredudes 
qpeof the best nature! harbours, Triacomalrc 
Such an ariam is a m em b er of the United 
Nations, sands its envoys to all the world 
capitals and is • critical player hi the South 
Aslan security cricnlations. At die cen tre of 
this magirifteent paraphernalia sits 
mqemfcaMy Mbbtians who also has the 


dttaiioff&g down die Wrihr^ hbl 
as the deliverer of rive Tamil netiofl fiow tn 
bondage in Sri Lattice, but also as i mass 
organiser of the Che Ooevare or the Ho Chi 
Minh vintage. 


nmrvjmaa." umuhvhuij mtiiwwwwwipcu 

system and an ttdtvided Sri tatika »>, 
permanently dfvtded people and th c 


What happens to this dream if the peace 
process succeeds? Even after granting that 
the north-eastern province remains as il is 
(an unlikely scenario in the face of the 
Sinhalese and Muslim resistance), 
Prabhakaran becomes the chief minister of 
this province of a tiny country. Situated so 
close to a massive India Sri Lanka itself 
suffers from an identity crisis. Imagine the 
pitiable anti-climax for the megalomaniac 
Prabhakaran who is not only forgotten 
internationally but who is also forced to. 
make frequent jaunts to Colombo, in the 
sty le of his Indian counterparts, to plead for 
some additional funds to run his dream state. 

All talk of a democratic deal with 


inevitable ethnic dismemberment nt u* 
island- 

lb forge a better communicationbeturv, 
the two coemmmitlex it is submitted fin 4 
consideration of air Sri Lankans whctlm, 
three-language formula could he pm k 
practice. From my experience as an Indi* 
belonging to a non-Hindi linguistic gi,^ 
I have no doubt in my mind that as mni<mn 
of Indian school children are learning 11 ^ 
languages it is not at all a tall order lor t** 
Sri Lankan children to team Sinhalese. T,w,i. 
and English till the school leaving cornu , u: 
stage. Besides contributing to nation,, 
integration, il would also serve some , 

purposes. Thousands of school te.n i>n, 
would have to be recruited from < 


Prabhakaran is. therefore, tantamount to thc 
proverbial chase after the wild goose. What 
then are the options open to the Sri Lankan 
state? The ground reality lis that the Sri 
Lankan army cannot overpower the Tigers, 
at least in the foreseeable future, whatever 
it might say. The ultimate option of bombing 
the peninsula, let alone strafing the LTTE 
strongholds, is also ruled out given thc 
acquisition of anti-aircraft missiles by the 
latter. The only option left, therefore, is a 
hold-up strategy, say. for a period of 10 
years or so, to allow Prabhakaran to become 
more mellow with age factor and war fatigue 
Together, efforts must he constantly 
underway to enlist international support for 
Sri Lanka's territorial integrity. Indian 
support which is most critical is already 
there. At the level of public policy this may 
not be anything more than benevolent 
neutrality but below the surface it roust he 
more than that. At the global level thc country 
which would matter most is the US. 
Washington would not question India’s role 
in the matter and its overall anti-terrorist 
stance would also not be favourable to the 
Tigers. Besides, in the post-cotd war era it 
stands for, what Edward Kolodziej of the 
University of Illinois at Urbana-Champaign 
conceptualises as, OWL - order, welfare, 
legitimacy. (’Order' here connotes retention 
of the existing world order, meaning thereby 
that the existing national boundaries arc not 
to be disturbed.) 

Give n the reality that the issue of the 
LTTE would have (0 be clinched militarily 
now or Ituer, all energies should be 
concentrated to change the ethnic 
composition of the Sri Lankan army by 
sizeable conscription from the Tamil 
community. Probably this would not be all 
Aat difficuh now since the majority of the 
TatnHi have started thinking in terms of a 
negotiated settlement of thc ethnic prob lem 
withbt ihr fr am e work of the Sri Lankan 
constitution. The present alf-Sinhala 
cvmaor or wm amui tore** n m vw row, 
wi many %n mw cwnai sTTwycs* aimuu 


community which would not only gene'*-: 
employment but also promote inlet-ciiiw 
residential epxericnce. Familiarity dm-. M 
necessarily breed contempt; it also m.ii : 
one realise how human emotions, stin;.^, 
failings, and so on. are identical 

A few years after succes 
implementing thc three-language vx--.it", 
new look may be given to the Sri I ,’»• 
Administrative Service At the distm 11 
the GAs belonging to the cthmcgrotiji 
than that of the locals may be posied ii>i. r. 
way they would be able to speak the U, 
language. This might militate agair.-i 
concept of federalism and auionomv » v.- 
arc bu/7 words these days hut ihcsc x 
more often than not widen the cleat .»v 
thc society if the latter is cthnicallx 
between just twr* or three groups I' ’•-• 
be realised that India's mind-hoggliuy 
multiplicity has an inherent ndvant-i-. 1 . ■> 
complex gravitational balance like it- ■ 
system which Sri Lanka lacks IV. 
emulating thc Indian model may no( * \ 
At the most, thc model of the autoi,.-- -i 
district councils now operating in m.r > 
of India may he considered In -ms. »-■ 

Sri Lankan police must not bedecei" "■* 

Il should of course he Sri Lankaiii'--* 
more Tamils, both Hindus and Mi:- 1 - 1 ' 
participating in H. 

So far as India’s contribution to ri l ‘ 
peace in the island is concerned it nnw 
only be non-partisan but must also .<ii» 
to be so. At leati one way ol domy ,h ■ 
not to involve atty Tamilian bureoo, 
politician for politically sens'" 
negotiations. It is hound to send wronc s'l' 
to the fewfing parties Because of hi si"'- 
philosophical and geo-pofltkal re»w»' 
Lankan attitude* are and would 
Indo-centric. Butif we try I© read nv * 
into this to tbe extent of d* , veI»l >,r, S' 
audacity of interfering In Ift* intern. >1 * !8 
tf would be couwef-prixtuctiv 1,1 
' dlustiVAts. • 

[TltewMwiiam before dwpsarepr*. 

’ 'iydteKiwanutei^gtetitehateww ;<h jp** 


'■ fttititiate and FaOtfc* WwMy ■ *ne» f 



[Gandhi’s Religion 

[NSrinira* 

r - “ yarded the Gita as his “ mother's milk" but, strange as it may 
he found in it support for non-violence, a discovery which seems 
puzzling to say the least. His freewheeling interpretations he carried to 
>ther religions besides Hinduism. 


IEL1G10N was central to Gandhi's life, 
ihougW and work, and be regarded politics 
as applied religion However, his religious 
Jdeas wens complex. and his utterances and 
wiling* on religion, over a period of four- 
und-a-half decades, varied according lo the 
[occasion. I le warned his critics that his views 
on religion were subject lo change, thus 
[retaining his freedom to jettison ideas which 
: thought wrong or outdated, and to espouse 
new ones which he considered desirable if 
‘not necessary. Hut in spite of this there were 
a lew basic ideas which occur again and 
[again. and which underlie his vaued 
f responses to situations, and which I shall try 
}tn highlight. 

In the first place, he considered himself 

! a Hindu. Writing in 1927 in Young Imho 
tOctohcr 21) he said, “It |Hmduivm] was 
: the most tolerant of all religions. Its (recdom 
[from dogma gave the votary the laigcst 
i scope for self •expression Not being an 
[exclusive religion it enabled the lollowcrs 
[not merely to respect all ihe other religions, 
[but lo admire and assimilate whatever may 
[he good in the other faiths Non-violence 
l('ahimsa') is common to all religions, but 
[ft has found the highest expression and 
[application in Hinduism Hinduism believes 
jin the oneness not only of merely all human 
life but in the oneness of all other lives" 
|(Gandhi and Religion. B R Narnia. New 
~ clhi. 1990, p 12). There was no trace of 
efemiveness in the proclamation ol lus 
aith. and along with it went a deep and 
ilmost visceral acceptance of the truth ol all 
ther religions. 

He was proud of Hinduism but it did not 
event him rrom rejecting and criticising 
r»l institutions, ideas and beliefs which 
[•Hindus would ordinarily regard ns pan ol 
sir religion. For instance, he not only 
I untoudubilily but foughi against ii 
f his life, and the constitutional banning 
untouchobility and the subsequent 
lion making its practice an offence, 
i agre» tel to the public opinion he 
■the decades again st H. 
iinm'tfptMed to Wood sacrifices 

I he opposed every form of 
.Heertjicised the practice 

t'rnfiickpmmt hand »<Wve 


a nail fixed lo a stick into the rectum of 
bullocks to make them move faster. He gave 
up drinking the milk of cows and buffaloes. 
"Religious considerations had been 
predominant in the giving up of milk. I had 
before me a picture of the wicked processes 
the gooals’ in Calcutta adopted to exiracl 
the last drop of milk from (heir cows and 
buflaloes' (An Autobiography, Penguin 
Books. 1982, p 325, emphasis mine). It was 
only during a serious illness in 1918 that 
Kasturba persuaded him to dnnk goat’s milk 
lo save his life. Even this was against his 
conviction that milk (like meat) was not 
necessary for human sustenance but he 
continued drinking goat's milk in order to 
he able to carry on his work. Even more 
ciucully, he rejected the Hmdu-Jain concept 
of kindness which was confined to not killing 
an animal while remaining indifferent to the 
pain which it experienced on occasion. He 
once committed the great Hindu sin of cow- 
killing t'go-hatya ) by shooting a calf with 
a revolver in order 10 pot an end to its pam. 
His concept of kindness to animals was very 
western ami modem. His modernity in 
religious mailers was deep and radical. He 
had no time lor elaborate ritual and 'puja\ 
and he never consulted astrologers. While 
his sense of dependence on God was total 
it did not come in the way of his exerting 
himsclt to the utmost in promoting the causes 
he believed m. He was a real 'Karmaycvgi'. 
though one hesitates to use it of him because 
of the gross overuse of the term which has 
nude it almost meaningless. 

He condemned the widespread practice of 
child marriage, dowry and the inhuman 
treatment of widows. As far back as 1918 
he stood for gender equality. He declared, 
"woman is thccompanion with equal mental 
capacities., and she has the same right of 
freedom and liberty". He wanted them to 
have the vote and the same legal status as 
men (Nanda. p 6>, Over 70,000 women 
participated in the salt satyagraha of 1930, 
a fact which played no small part in their 
subsequent political mobilisation, and 
advancement generally. 

It is well known that Ruskin, Tolstoy and 
Thoreau and the Bible and Gitaall influenced 
Gandhi profoundly. From Tolstoy he thrived 


_ perspectives 

his critical attitude to organised religion and 
from Ruskin, the ideal of a simple life. But 

the man who seems to have influenced him 
by personal example was a Jain, Rajchandra, 
a Bombay jeweller, who died prematurely 
in 1900, when he wax only 33. Gandhi was 
in close touch with him. and admired him 
for his ‘vairagya’: “I never saw him templed 
by objects of pleasure or luxury in this 
world... He disproved the prevalent idea that 
a man who is wise in the sphere of 'dharma' 
will not he wire in the affairs of practical 
. life. A student of philosophy of religion, he 
tried to practise what he believed” (Nanda, 
P 3J. 

What Gandhi said about his friend is 
significant, and tells much about Gandhi 
himself. When he considered an idea good, 
he tried to put it into practice, but even here, 
however idealistic the idea, in practising it, 
Gandhi did not give up his tense of social 
reality. He was not one of those who was 
fascinated by ideas qua ideas, and he saw 
praxis as the necessary completion of an 
idea. Thus, a few months after reading 
Ruskin's Unto This Last in 1904. he started 
the Phoenix Ashram in the countryside in 
South Africa, the first of the several ashram 
he started in his eventful life. 

He read the Bible when he was a law 
student in England, and the life of Christ nd 
the Sermon on the Mount went straight to 
his heart. The idea of returning love for 
hatred and good for evil captivated him, 
though he did not then comprehend it fully. 
The Gita also hau a great impact on Mm, 
in particular the ideas of ‘apartgraha’ (non- 
possession) and 'samabhava' (equability). 
Gandhi gave up his considerable legal 
practice, and also renounced bis other 
possessions. He made sure that Kasturba 
accept'd ’aparigraha' along with him. and 
prevailed upon her to give up the valuable 
gold necklace which the Indian followers of 
Gandhi had given her on the eve of their 
departure for India in 1901. Reading the 
account of Kasturba being forced to give up 
the gold necklace, one is driven to conclude 
that the future Mahatma was capable of 
bullying his wife to do what he wanted her 
to do. Even Louis Fischer, the great adnmef 
of Gandhi, is constrained to say “In the end, 
he (Gandhi] simply asserted his male 
authority and announced that the 1901 gifts 
and those of 1896 would be surrendered to 
trustees. So it was and the fund augmented 
from other sources, served South African 
Indians for decades thereafter” (7V Lift t>f 
Mahatma Gandhi, Louts Fischer. Bombay. 
1990. p 78). 

Gantftti regarded the Giu as his “mother’s 
milk” but, strange as it may aeem, he found 
in it support for non-violence, a discovery 
which seems puzzling to say the least in view 
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of the ttrcauau effort* made by Krishuato 
p ersuade Aijuna to pick up tite forsaken 
Gandiva, and go into battle against bis 
cousins, the Kauravas. According to Gandhi, 
the “"Mahabbanta had demonstrated the 
futility of violence'* (Nanda, p 5). “Let it be 
granted" be wrote in 1929 in an introduction 
to his Gujarati translation of the Gita, “that 
according to the letter of theGitait is possible 
to say that warfare is consistent with the 
renunciation of fruit [of action). But after 
40 years’ unremitting endeavour fully to 
enforce the teaching of the Gita in my own 
life, 1 have in all humility, felt that perfect 
renunciation is impossible without perfect 
observance of ‘ahimsa’ in every shape and 
form." Gandhi decides that loyalty to the 
Gita entitles him to amend it. He often refused 
to be bound by “uncongenial texts, concepts 
and situations” (Fischer, p 41). Gandhi 
discovered non-violence not only in the Gita 
hut in the Bible and (he Koran. According 
to Gandhi, in the Koran "non-violence is 
enjoined as duly, violence is permitted as 
a necessity" (Nanda, p 14). 

Gandhi carried his freewheeling 
interpretations to other religions besides 
Hinduism: In 1937Gandhi told an American 
missionary. “I do not take as literally true 
the text that Jesus is the only begotten son 
of God God cannot be the exclusive father 
and i cannot ascribe exclusive divinity to 
Jesus. He is as divine as Krishna or Rama. 
Mohammad or Zaratbushtra. Similarly I do 
not regard every word of the Vedas or the 
Koran as inspired. The sum total of these 
books is certainly inspired, but I miss that 
inspiration in many of the things taken 
individually. The Bible is as much a book 
of religion with me as the Gita and the 
Koran” (quoted in Nanda. p 13). GancRii's 
interpretation might seem sensible and 
’ rational to a Hindu or Buddhist but heretical 
to Christian and Muslim theologians. 

His study of the Bible and Koran led him 
to theconviction that there was an underlying 
unity in ail religions. As far bock as August 
1905 he declared that "the time had passed 
when (he followers of one religion could 
stand and say. ‘oun is the only true religion 
and all others are false*." According to 
Gandhi. "God, Allah. Rama, Narayan. 
Isfcwar. Khuda were descriptions of the same 
Being". And "God's grace and revelation 
wear not the monopoly of any raoeor nation** 
(Nanda. pp 12-13). It logically followed 
from this that no one religion could data 
that h alone was true and that others were 
false. He rejected the idea of conversion 
from one nfijns to another, 

. lnChmdhi*i view, rehgiouspractices, idem 
and beliefs and to be subjected » dm tan 
of ren e on . and those which faded the teat, 
rtacted-TMsustbeappfiedtoaOreiigfom. 
Sat a was Gandhi's ream*, and whan lit 
manna H a sh e d with another's reason, he 
vonfd -claim hi afi hunillijT* that hit vta w 
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I came to Hindus 

be bad u»iim pa MU weapon at hit 
; disposa l: We had •lived Hinduism" all hit 
; life which that hi* adversaries had 

. either not "lived Hinduism", or that their 
' experience had to five way to hit. One 
wtHtden whether to introtpective a person 

< Oandhi was not aware that hit attitude 
; was arrogant even when it wat prefixed by 
; the formula. ‘1 claim in ail humility'. 

While Gandhi regarded ail ettablithed 

- religion* at divinely-inspired, he also 
1 recognised a higher religion which was 

universal, and which transcended particular 
religions. He described such a religion in 
different terms on different occasions. For 
i instance, he itated in 1940 that “religion 
' does not mean sectarianism. It means a 
belief in ordered moral government of the 
universe. This religion transcends 
Hinduism, (slam. Christianity, etc” (Nanda. 
pi 6). Presumably, such a universal religion 
' was in harmony with his ideas of truth 
(‘satya’) and non-violence Cahimsa') for 
these two ideas were paramount to Gandh i, 
; and prevailed over the ideas of existing 

- religions, when the latter went against them 

■ Here again it was Gandhi who was the 
i judge of what was *satya' and ahimsa’. 

. They might be age-old concepts in 
I Hinduism but Gandhi had given them his 
[ own meaning and made them into sources 
. of potent political action. ‘Satya’ and 
‘‘ ‘ahimsa’ were integral to 'satyagraha'. 

! B R Nanda. the distinguished biographer 
i of Gandhi, has concluded from his study 

■ of Gandhi’s religious ideas and practices 
\ thaTGandhi'scouceptofreligion had little 
i in common with what generally passes for 
i organised religion: dogmas, rituals. 

: superstition and bigotry. Indeed, shorn of 
* these accretions, Gandhian religion was 
i simply an ethical framework fortheconduct 
1 of daily life" (Nanda. p 16) 1 find that 

< white the first part of Nanda’s statement 
: is unexceptionable. I have serious doubts 
' about the second part. Gandhi's religion 
; cannot be reduced to ethics. On the other 
| hand, it can he argued with justification 
: that Gandhi’s ethics was itself derived from 
*«• awareness of the omnipresence and 
> immanence of God. Nanda has himself 
( quoted Gandhi as saying. “The relation 
| between God and myself is not only at 
; prayer bat at all times (hat of master and 

slave”. “Since divinity pervaded everyone 
f and e verythin g, when he IGandhi 1 prayed. 
]rbe w<r t 001 begging or demanding 
\Hmethi 0 gfnm God, but from himself, ’my 
|ilightr Self, real Self, with which I have 
BntyaMdlieved complete identification' " 
gt Na nda .p t. em p has is mine). One docs not 
MMtldin an Upan i s h adic scholar to he 
HP *«t Oandhi was here only 
iilfcflM lonty maxim. Tat tvam asi’ 
MttMltiNmX While Gandhi believed in 
Hw NlMpanance of God in every human 


being, there were also occasions when he 
prayed to what appears an external entity 
for a gift or benefit. For instance, when his 
son Manila! was seriously ill from typhoid 
in 1901, and Gandhi rejected the Parsi 
doctor's advice to give the patient chicken 
broth and eggs and instead gave him diluted 
orange juice, and “several three-minute 
hot, tub baths a day. When the boy’s 
temperalurc refused to come down with 
these administrations, Gandhi walked ihe 
streets and prayed calling, God.God.God, 
God, please God When Manila! recovered 
Gandhi attributed it to God's grace and 
said that 'God had saved his (Gandhi's) 
honour ’ (Fischer, pp 79-81). This incident 
is I ikf the behaviour of other devout people, 
and quite different from praying lo the 
‘brahman' (hat is tnside every 'atman'. 

In her hook. Gandhi. Prisoner of Hope 
. (Oxford, Delhi. 1990, p 392). Judith Brown 
has summarised Gandhi's religion in the 
following words. "... Yel he was equally 
pungent in his cniicisms of much that passed 
tor religion in many of the world's major 
traditions, (hough inevitably his main 
criticisms were ol his own. Observance of 
religious forms, belonging lo organised 
religious bodies were of themselves, 
nothing to him, true religion lay in the 
deepest places ot the heart, when and where 
a man strove to realise his origins and true 
being. It was a search for fundamental 
truth, for an undergirding reality which if 
genuine would ovcrlfow inlo love lor 
others and a life of service. It was from 
this understanding of the true nature of 
humanity and personhood that Gandhi 
developed his increasingly radical 
conception of the equality of peoples across 
boundaries ol creed, sex, race anj social 
or economic background Given this 
underlying sense of equality. Gandhi's 
sense of fraternity also flowered ultimately 
into a passionate identification with the 
poor and despised." 

In a very perceptive observation on 
Hinduism, the French .mthropologisl. Louis 
Dumoum. has st ucd ’lut paradoxical as it 
may seem, in Hinduism, the rcnounccr 
1 sanvasi I is ihe creative innovator This 
is true ol rcnounccrs from the Buddha and 
Mahavira to Gandhi Bui Gandhi stood the 
entire rcnounccr tradition on its head This 
was symbolised b\ bis refusal to don the 
ochre robe, and instead slick to white 
‘khadf. which became the symbol of Ihe 
freedom movement. Gandhi renounced the 
world not to save his soul but to liberate 
the (icoples of India and South Africa from 
imperialism, racial discrimination, poverty, 
and finally the loss ot self-respect and self- 
confidence resulting from alien rule. That 
was his tile's mission. 

Along with ‘apangraha’ and 
samabhava'. the doctrine of ‘nishkama 
karma* expounded in the Gita appealed to 
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Gandhi deeply. The performance of action 
to the best of one’s ability but without 
hankering after the fruits of action - which, 
incidentally, are in the hands of God - is 
the path to salvation. The doctrine of 
disinterested action ought to have a special 
appeal to those engaged in altruistic 
f’lokopakara’) action, as Gandhi was. 
throughout his life. 

It was Gandhi who devised that potent 
instrument of collective action, ‘satyagraha’ 
(translated into English as civil dis¬ 
obedience). to enable oppressed, exploited 
and weak people to fight rich and powerful 
oppressors including the state. ("Satyagraha". 
Gandhi said, is “the indication of truth not 
by infliction of suffering on the opponent 
but on one’s self’ (Louis Fischer, p 96). 
Over the decades, as his experience of 
‘salyagraha’ increased, Gandhi evolved a 
aide of conduct, indeed a theology, for the 
guidance of his followers. One of the basic 
rules of 'satyagraha' is the absence of hatred 
for ihe opponent, and also never abandoning 
the likelihood of convening him lo one’s 
view. 

Gandhi was convinced (hat bad means 
would not yield good results. In a sense, 
ends were implicit in the means. This was 
Gandhi' s original contribution to the theory 
of collective action. Gandhi's method was 
successfully replicated by Manin Luther 
King (Jr) and his followers in the civil 
rights move.-ient in the US in ihe mid- 
1960s, demonstrating that (undid had 
forged a weapon which could be used by 
oppressed people in other historical and 
geographical situations. 

No consideration of Gandhi's religion can 
ignore ‘satyagraha’ as it was based on ideas 
contained in the Gita supplemented by Ihe 
Bible, and some ideas of Thoreau. 
'Satyagraha' docs not make sense when 
shore -if its religious underpinnings. In fact, 
it is (u.damenia) to realise that with Gandhi 
the political.economic and social dimensions 
are inseparable from the religious. This is 
where he is most definitely mu a modernist. 

Gandhi was able to achieve profound 
changes in the attitudes and values of 
Indians, and in Indian society, especially 
the Hindu pan ol it. But his task remains 
incomplete, and in a sense can never be 
completed. Institutional religion has an 
inherent tendency to decay and corruption 
and each new generation has to clean the 
religious garbage that piles up. But while 
saying this, it is necessary to realise that 
organised religion is necessary not only to 
provide succour to millions of people, but 
also to produce the rebels and mystics who 
cleanse it periodically. The pharisee and 
mystic are both bound together in a 
permanent relationship of opposition and 
complementarity. This statement will 
appear outrageous to most students of 
religious studies but it happens to be true. 
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Scotfabank S 

THE BANK OF NOVA SCOTIA 

(i Incorporated with Limited Liability in Canada) 


BALANCE SHEET OF INDIAN BRANCHES AS AT 
CLOSE OF BUSINESS ON MARCH 31. 1995 


Rupees in TOO* 


; 

As on 
31.3.95 
(Current 

Schedule 

Year) 



CAPITAL AND 

LIABILITIES 

Capital 

Reserves and Surplus 
Deposits 
Borrowings 
Other liabilities and 
provisions 

TOTAL 


ASSETS 

Cash and babooes with 
Reserve Bank of India 
Balances with banks and 
money at call and 
short notice 
Invest ments 
Advances 
Fixed Assets 
Other Assets 


TOTAL 


BUIe for col l ec ti o n 


163.950 163.950 

76,293 59.224 

1,201.710 1.131,668 

1,427.007 1.024.630 

69,704 193,399 

2.938,664 2472,87! 


22.614 

417,949 

2.205.280 

25.084 

190,136 


46,008 


, 45,056 
412.434 
1.930.653 
16,596 
122,124 


2,938,664 2,572.871 


12 4437.633 7 457.984 


266.436 


13,723 


PROFIT AND DOSS ACCOUNT OF 
INDIAN BRANCHES FOR THE YEAR 
. ENDED MARCH 31. 1995 


Rupees in 000, 


Year ended Year ended 
31.3.95 31.3.94 

(Current (Previous 

Schedule; Year) Yean 


L INCOME 
Interest earned 
Other income 

TOTAL 


13 337.145 314.337 

14 59.984 38,289 


II. EXPENDITURE 

Interest expended 15 

Operating expenses 16 

Provisjanr’and 
contingencies 

TOTAL 


HL PROFIT 

Net profit fur die year 
Profit brought forward 

TOTAL 


IV. APPROPRIATIONS 
Transfer to statutory 
reserves 

Balance earned over 
to Balance Sheet 

TOTAL 


397.129 352.62ft 

238.315 172,228 

61.073 33.559 

80.672 110.2)1 

380.060 315.998 


I7j069 36,628 

35.311 41.502 

52.380 78.13H 


3.415 

48,965 

52480 


The sch ed ule s refined n above form an integral part of the 


Sfaaune to the Balance Sheet and Schedules 1 to! 2 and if 

As pm on r report of even date. 

For and on behalf of 
KALYANIWALLARMISTRY 


SOt- 

ILM.BLAVU 


The schedaks referred toRjove form an anegral pari of thrl*n>t i ; 

and Loss Account 
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Scotiabank f 

THI BANK or NOVA SCOTIA 

(Incorporated with Limited Lability in Canada) 


SCHEDULES FORMING FART OF THE BALANCE SHEET AS 


ON MARCH 31, 1993 



TOTAL 


Rupees in *000s 

As on 

As on 

31.3.95 

31.3.94 

(Current 

(Previous 

Year) 

Year) 

163.950 

163,950 

163,950 

163,950 


K at dapoeh kept with the Reserve B*nk of 
tctm 11(2) of Tbe Banking Regulation Act. 
lag capital) it Rupees two crate seventy-eight 
ymr Rap— two crate three be). 


TOTAL 

hum in Profit and Lots 
IlMm par Imbalance 


to Head 


TOTAL 

(HAND TOTAL (I ml 0) 


17.069 36.628 

3,415 7426 

NU 35.493 

~4L965 35311 

76393 59324 


21.661 15.142 

117,638 104318 

32302 20,499 

614.153 620492 

345.4J6 370.917 


TfeAL&UMdlll) 1301.710 1,131.668 


' 4 ' Smote 
tetete 
:• ftHmte 




1301,710 1,131,668 


-1301J10 1,131468 


Rupees in' 



A« on 

As an 

31395 

314.94 

(Current 

(Previous 

Year) 

Year) 


Schedule 4 B c m urf ng s 

I. Borrowings m India 

i) Reserve Bank of India 

ii) Other Bulks 

iii) Other Institutions and 
Agencies 

II. Bon swings outside India 

TOTAL (I and 11) 

Sec jr.-d borrowings included 
in I and II above 
Schedule 5—Other LluMItica 
and Provisions 

I Bills Payable 

II bite' Office Adjustments (Net) 

III. Accrued Interest 

IV. Others (including provisions) 

TOTAL 


215,743 

420,000 

378.200 

213,064 

1.427.007 


26.714 

21.971 

21.994 

_ m 

69.704 


with Reserve Bank of India 

i. Cash in hand 

(including foreign currency 
notes) 

D. Balances with Reserve 
Bank of India 

i) In Current Account 

ii) In Other Accounts | 
TOTAL (I and H) 

Schedule 7—Balaam* with 
Haulm rod Maty at Cal 
aud Shaft Natic* 

I. In India 

i) Balances with banks 

a) bi Current Accounts 

b) In Other Deposit 
Accounts 

ii) Money at Call and Short 
Notice 

^ With Banks 
b) With Other h*titutk»s 
TOTAL (i and S) 
n Outside India 

i) fa Current Accounts 
n) to OfaerDepodt Accounts 

iii) Money at CuB rod Short 

Notice 

TOTAL o. Hand tit) 
GRAND TOTAL fl rod ED 


23,875 

300028 

700.700 

_27 

IQ24Q30 


5.960 

170333 

16406 

900 

□m 


Nil 

Nil 

jjfig 


_ m 

14010 


NU 

Nil 


_NR 

—m 
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SCHEMAS FORMING PART 6P ( IBfU#^ 


Rnpaea is t)OQs 



L lavestaxntsinladiita 
I) Gow1 Sacaritiaa 
$ Otar Kpptvmi Stc^itm 
iii ) Sham 

hr) Debentana aaTBooda 
v) Sa h a kft a riw aadAor 
joint mm 
ri) (Mm 

TOTAL 

Q. Investments oabide Inch* in 


Asoa 

313.95 

(Carrmt 

Year) 


416034 

1.7IS 

NU 

NU 

NU 

Ml 


417,949 


Area 

314.94 



is) SabaidMearndtarjaial 



TOTAL _ m 

GRAND TOTAL (laadU) 417,949 


1,197449 

i) C^ cro ti ta . overdrafts a nd 
■ kaw repayable on d ema nd 961491 

Mi) Tam loam 39444 

TOTAL 


410.719 

1,713 

NU 

NU 

NU 

NU 


412.434 


NU 

m 


m 


412,434 


AtaMMOLSlttMudl 



TOTAL 


fixwraa) 

Ai cm m m 31* March of 





TOTAL 

GRAND TOTAL (land® 


Aaoa A* on 

31499 31394 

(Owl (Ttcvkxu 
Yaar) Yea) 


12 M 
343» 
NU 

tan 


li'Ali'i 


4471 10.117 

9440 5.390 

46 1306 

4.97$ 
9396 


23XN4 | 16396 


















































Scotiabank % 

THE BANK Of NOVA SCOTIA 

(Incorporated with Unpted Liability in Canada) 


' *. .. 


SCHEDULES FORMING PART OF THE PROFIT AND LOSS ACCOUNT FOR THE 
YEAR ENDED MARCH 3), 1995 


Rupee* in OOOt 



\ H. 

?,«* XlUMWR Q» tralirm with 
RartrwBMkrftodiami 

other totac-bank fund* 

iw. .0*9*. 

t total 



276,673 

27,132 


337.143 314,337 


brokerage 

~ profit on tale of 
*5- * ^ytsttRDtt 

V Laat: Loaaafcaakrof 
‘ investment* 

: Profit oorevaluaboo 

l Mkemum* 

r Late Lata on revaluation 

I!"' of investments 

V. Profit 08 sale of land, 

1 haWpp aad other 

froUdbg* and other assets 



Schedule 16—Operates 
Frpfsus 

i. Payments to snd 
provisions 
for employees 

Q. Rent, taxes and 
lighting 

01. Printing and 
stationery 

IV. Advertisement and 

publicity 

V. Depreciation on bank's 

property 

VI. Directors' fees, allowances 
and expenses 

VII. Auditors’ fee* and 
expenses 


vm. Law charges 

IX. Postages, telegram*, 
telephones, etc 

X. Repairs and mai n t en a n ce 


38,903 38,374 XI. Insurant* 


ItepfrtefcterveBiBktrf 


;- -tStteav - ■ 


198,802 73,825 

gjO 60,029 

1jui5 


XU. Other expenditure 
TOTAL 


23,341 9,044 


4304 M78 


1J70 1J066 


4,179 13«5 


240 1<S 

176 3» 

3252 2259 

1630 946 

457 2»» 

21222 163)93 

61073 33559 
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geareally accounted for oa ipcml bwk 
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as el foe Balaace Sheet date hww paid oa Foafoga Cmwcy 
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and liabilities in foreign cai rcndes, iacMtaf 
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Scotiabank % 

TH* BANK OF NOVA SCOTIA 

(Incorporated with Limited Liability m Canada) 



*«■«*•* of The Buk of Not* Scotia under Section 30 
" **• Begti httoa Act, 1X9 


Wa have adhd Ihe attached B ala n c e Sheet of the In d i an Branches of The Bank of Nova Scotia, 
haoetpoeaaad in Canada with hauled liability, •* at March 31,1995 and the relative Profit and Loss 
Aoeoant for the year ended oe that dale annexed thereto. 

Tin Valance Sheet and Profit and Loss Account have been drawn up tn accordance with the provisions 
Of Section 29 of the Banting Regulation Act, 1949, read with the provisions of Section 211 of the 
Campanile Act 1996. 


1 . 


2. The 


all Ok information and explanations which to the best of our knowledge and 
for die purpose of our ndh rod have found them to be swiifactoty. 

which have come to our notice have been, in our opinion, within the powers of 


S. Mi 


proper books of account as required by law, have been kept by the Bank so far 
front our examination of these books. 


! Balance Sheet and Profit and Lost Account of the Indian Branches of 'he 
, dealt with by this report are in agreement with the books of account 


S. hoar 


and to the beat of oar infbimation and according to the explanations given to us. 
fMhcr with the notes thereon, give the information required by the Companies 
tfjfr, fc Pm manner so required for banking co mp anies, rod on such basis the said Balance 
tkm, pivaa a tree and fair view of the stale of affairs of the Indian Branches of the Bank as at 
SI, 1995 and the Profit and Low Account give* a true and to view of the profit of the 
of At Bank for the year ended on that date. 




Pm and on b ehalf o f 
KALYANIWALLA A MISTRY 
Chartered Accountants 
Sdf 

K. M. ELAVLA 
Partner 
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SwJi Swfc Trade awl Dirriipwit by Steen Folk®, Niels Fold and Thyge 
Eaevoidsea; Macmillan, London, 1993; pp xiv + 267. 

TRAMS co-operation among developing Chapter 4 attempts to faring in the economic 
countries, considered tint goo non of dimension. 

development of the poorer regions of the The political seetingof Snath. Southern. t 
world not loo long ago, has been given a operation prossotod by the euthpra jAwy.. 
c o mp l et e go-by is the emerging econo mic account or the initiative* taken a vsnour 
order..The veritable rejection of South-South International fora, particularly since the 
co-operation as a strategy in the present 1970s. The focus of the diseusaion is mainly 
dispensation corresponds with the on the Non-Aligned Movement and the 
ab a ndo n ing of dm agenda for change of the UNCTAD arid the chapter dwells e ssentiall y 


TRAMS co-operation among developing 
countries, considered tint gun non of 
development of the poorer ‘regions of the 
world not loo long ago, has been given a 
complete go-by is the emerging econo mic 
order..Tbe veritable rejection of South-South 
co-operation as s strategy in the present 
dispensation corresponds with the 
abandoning of the mends. for change of the 
international economic order that was 
adopted hi the 1970s. The hallmark of this 
agenda was its emphasis on strengthening 
economic Hnks bet wee n countries of the 
Sonth in a manner that developing countries 
by the msel ves could provide the growth 
impulses they required and not depend on 
tim advanced nations as in the pest 
This break with the past that the New 
I— t re a ting i l Economic Order (NIEO) was 
looking ahead to was not without a basis. 
Several countries in the developing world 
had begun to show strong economic 
performance and had begun to emerge from 
■ dm shadows of die developed countries. The 
ijgnlflrant asp ect was that these countries 
exhibited dynamism particularly during 
the phase when the developed countries 
were experiencing their post-war low. 
Considerable attention was paid to this 


countr i es on the world stage, but few. like 
the book under review, have tried to situate 
it in the larger context of Soinb-South co¬ 
operation. This has been done by focusing 
a tt en ti on on Sa ra h- S outh trade and by 


adopted to rei tere m S arah Sout h irauas. It. 
has been argued that all the initiatives at 
promoting South-South (rude west taken in 
the 1970s as a part of the NIEXX Thaw 
efforts were imp lemented by the UNCTAD 
particularly through the Committee on 
Economic Co-operation among D e ve l opi n g 
Countries. The high point in South-South 
co-operation, the authors point nut. was 
reachod in this phase following which thsre 
has been a c on ti nu o us decline. 

Several points arise sum the manner In 
which this crucial dimension of the study 
lm boot (KscmimL The ftfMMMl 
that the m no wn o i of coverage of tm>ct to 
the chapter hartBy does justice to the broad 
theme it sets oat to discuss. 

The disrnarioa pertrining to the 1990s it 
voncvnn uincion|. wbbc dk mow 
deal* length with the process of dissipation 
of the initiatives taken for furthering co¬ 
operation among coun t ri es of the South, 
they choose to this proems the “sound 
If silence". There was a dear articulation 
of the position shat the font*-South 


South trade m It hmevo tv u d over tim e . The which dm aathan safer to in a brer chapter, 
ekaewrioo, while highiightav trade betweee and dfo should have found a fhcc in frit 
tievuiepfng countries, muds a cmtil fine iginiiatoa at writ. 


r-.^^ m^-^ix-lwt-__ s_■ 1 _. 

npo inpm viv^wiMR&giii! 

Mtl***esef«» 1970* hlfaticwue 

« is su tprited thattha authors do** ms 
ru fo reace to foe Uruguay Rout 
Negotiations uadar the OATT. The proce 
through which the Uruguay Round w 
launched arid Hs imptications for Sou, 
South trade ccrtaiatydasenwda place ton 
nudy. 

One of the major dimensions i c 
numfeadvinmm^i'-rlhvlhrinribfrrt in n 

srrjssSo 

promote co-operation among develop) ■ 
couatries.Theomtosionis p artio ds riyglan) 
because die study indicates in the lai 
chapters th* South-South trade hadsdisun 

-i>'‘ a -A i r' ,V 

repOnB mmwmr: 

Thalanr WdOt and theearty 1990* hai 
Wttn e aa s d de ve lo pin g countries trying i 
strengthe n reg k msl co-operation. The rcu 
of these initiatives hat been,dm form an. 
of a new trading s r r aa gemo m in tl 
Latin American region, vte, MERCOSI! 
whils initial steps- have bean taken f< 
the establishment of a South Asia 
regional tradiag group., Bjristiag tradm 
arrangements, in particular SADec 
ASEAN and the Amfean group, have au 
shewn t greater urgency to promoi 
regiona l trade. 

The economic penpeedve is provided h 
di*cu*singtiw»e l cvpnceofvarious siul vtit; 
sp ytwrtx^ io a n rtr r i y aiiiJhm trade betwet 
developing countries, lids presentation i 
largely mech a n i c al snd it lacks the nccc^u? 
riganr. gut name impmwatly, enc is force 
eo qumtion dm jm ri g n fo on for-inciudm 
this discussion since none of the approach 
dpt are dealt with |s foie «p provide a 
insight tow dm prsbkra it kadi The aultw 
could hav* Wwmari duafoe d on a body 
U tera nau th* ntam l a si dm role of trade 
■ amtira fom e for grew fo, which finds« 
A carnal mfceepee jn .foe dtocnsswn T 
fnmfrdf ntiagfde for increased Sou 
South trade oouidht tiforpmaety dewfaf 
by locking w ore tf afo tt radris ihcramn 


a The oow rturi o n* are sub—grant dbonssk* fori hrinp enupla - - Arthur tesa to S NafolLncwt in 
definitive, which could the 19900, almost ceanphtialy ignores dm ppovMM the conMpinef fomnswori « 


hns heroine a non lirar nt the p r ese n t 
jee n e r e. Tie anfonre ntiee out on this 


Wm IPP Mi- M 


«f dbe 
In dm 


Th# changed* 


mask as m afa*na(l 
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Mm and its & 
ng country etp< 
rat South-South i 
Nndforthedfvftu 
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)«Mbfeatk», 
[ countries 

had utMlfli* >1 *»**«■■ «f* diversified 
r^^rfRajHArtriTOdTrwrturii and were 
aotjwtexpxtwtwf primary commodities 
in *eiW4iW*ttn»w» As 1950s. As a 
corollsrr findings one could 

tfpxi that de vefop ftt g countries were in a 
position » i ms w M t growth dynamics of 
their own S«i Ad not have to depend oo 
dcrcioped fWuArWe ’ growth. The economic 
rational* for Somh-South trade, we feel, 
is providedn uto e Bfcoi veiyin this manner. 

An elhbontien of Riedel’s finding is 
provided in thoittidyonder review . Chspter 
5 discusses South-South trade in 
rnmutomm tines foe 1960s (the terminal 
. year being 1988), and very interesting 
results are gw ante d therein. Seventy-four 
; developing c o untr i es are taken up for 
analysis which have been divided into four 
groups depending on the relative 
significance of manufactured exports in 
: their total exports. Of the sample countries, 
; 34 were exporters of diversified ranges of 
; manufactured goods, among which are 
seven that were exporting capital goods 
1 and other advanced foods. Twenty-five of 
[ the rema in in g countries were exporters of 
i mostly simple manufactured goods while 
' 15 countries had insignificant South-South 
; exports of nawhdwtd goods Fifty-two 
' product groups are included in the study 
,and these co mpri se manufactures in the 
strict sense, i e, SITC categories 5-8. as 
also processed and send -processed primary 
commodhdes. 

; The broad findings of the exercise arc 
"; revealing. South-directed exports of 
’manufactures an found to be relatively 
mpormnt hi many developing countries. 
Eighteen cou nti es directed more than 25 
' rceatof their total manufactured exports 
developing countries, and a further 20 
nuntries’ exports of manufactured goods 
J the South wen between 15 and 25 per 
.it of their total exports. Trade in 
tatfttMto'libMto'eouhtries of the 

ie broad Srauds of South-South trade, (he 
h ug ca w a that while the “1970s was 
t gold en age of South-Sonth trade in 
ja naf aensre d goods”, the t«80s saw “a 
frtivadadiM-and often also an absolute 
- hi South-directed export of 
”, Looking at these trends the 
t South*South trade in 

_ . ___ Ti never going to 

*: m «#w rate atain“. K may be 

**» ' 980 » 
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ofthe study. The role of regional co¬ 
operation in influencing South-South trade 
isdiscusscd in Chapter 6. Theoretical views 
on the relevance of trading arrangements 
are provided at the outset. This discussion 
is based largely on the literature of an 
earlier vintage and should have included 
some of the more recent literature that has 
been generated following the renewal of 
interest in regionalism. The later part of 
the presentation tries to raise certain 
imperatives which, in the view of the 
authors, arecritical to ensuring that regional 
trading arrangements succeed. The authors 
opine that without effective intervention, 
weaker countries could lose from any 
attempt at regional integration and this 
could undermine the basis of integration 
itself. 


Three country cases, viz, Togo, 
Nicaragua and Zimbabwe, have been 
discussed to highlight the contrasting 
experiences in regional trading 
arrangements. Although the cases are purely 
illustrative in nature, the basis for choosing 
these countries is hardly clear, Adequate 
justification for including these cases should 
have been provided. Togo and Nicaragua, 
the two less industrialised countries, are 
found to get more industrialised while 
remaining a part of the trading 
arrangements, but this process of 
industrialisation also brought greater 
import-dependence on extra regional 
sources. Regional integration is thus found 
tb have a perverse impact on regional trade 
of these countries. Zimbabwe, the third 
country included in the study, has been 
discussed in a curious manner. Its bilateral 
trade with Zambia is dealt with in great 
detail and some tangential remarks are made 
about the functioning of the regional 
arrangement, viz. SADCC. that both 
countries are a part of. At the end of all 
the cases that are presented, one is 
confounded about ihe message that ihe 
authors are intending to convey. In any 
case, the writer point about the essential 
regional character of South-South trade 
finds no support at ail. if anything, the 
Togo and Nicaragua cases indicate that 
regional co-operation couid undermine 
regional trade. 

Two further cases are provided in the 


ainmg substantive chapters of the study. 
Malaysian case is discussed in Chapter 
id India's export of captul goods to 
zania in the final chapter, 
laiavsia's success as an exporter has 
i discussed keeping in view the policy 
iges effected over the period 1970-90. 
ditional export industries like 
pontes «e discussed at length. But 
Ie policy change* have found 
niaenca in ft* <ftscusst<*. the rote of 

Kgfontl tradhig*ninfc«ortrASftAN, 

every little mention. ASEAN has been 


the unqualified success story of regional 
trading and it would have been worthwhile 
to explore the role it played in the Malaysian 
export boom. 

The case of India’s export of capital 
goods is presented as an example of South- 
South trade involving most advanced 
products. What emerges from the discussion 
is that this case was a less successful instance 
of South-South co-operation. Both trading 
partners had their own share of problems 
with the result that the experience of the 
countries was hardly encouraging from the 
viewpoint of developing country trade. 

This case is further discussed to highlight 
the problem of differentiation within the 
South and its probable implications. Lett 
industrialised countries like Tanzania, it 
has been argued, tend to get dependent on 
the more industrialised countries from the 
South and this dependence is no different 
from that observed in South-North relations. 

It must however be pointed out that the 
India-Tanzania experience has several 
contra-cases. Earlier studies by Dahlman 
and Scrcovich and Fransman, among others, 
have shown that there are cases of successful 
trade in advanced products among 
developing countries. Even if the authors 
of this study were aiming at highlighting 
the problems that intra-South trade 
involves, they should have at least pointed 
out the successful cases as well. 

Intra-South trade, as we gather from the 
study, would be against tremendous odds 
i n order to assu me meaningful proportions, 
and yet the authors end on a hopeful note. 
They see a potential in South-Smith trade, 
but we may have to look beyond this study 
to sec any such potential as may exist. 
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Rhetoric of Partidpatkm 

AMiti Bivttktf 

Voice for Ike EuMM; Ptpohr Fn rt idga tf ai * kO mhpMH ; Utopia or 
eccaotty? by Matthias Nuclei and Marshall Wolfe. Zed Books. London, to 
sociatinn »uh UNRISD. Geneva. 1994 pp 265. price not Mated. 


the jjMapoto^i 


b'ef 


kRTHTPATlON is • n iiich-abused word 
rt of public policy rhetoric from (he 
ITOt, parroted by all. Inim the World 
ink to liny NGOs. the notion carries with 
a suspicious wbift ot paternalism, of 
ling the rductant masses to join in 
dcavours that those in power think are 
hh) (or them. Only too often. 
Mtkipation' by some 'target group' is 
.iodedasyet another 'component' togged 
to development projects that are designed 
d impkrmenicd by outside agencies. A 
tier for the Excluded tries to rid 
mietpation' of these co-opted conno- 
kms in order to recover a nation that lies 
the heart of genuine and meaningful 
v eto pm ent 

Tiis volume incorporates a series ol 
dies conducted hy the l'oiled Nations 
search Institute for Social Development 
NRISD) from 197V to 1984 under the 
pular Pamcipauon Programme, which 
ight to collate data from all over the 
rid on attempts at participation in 
irlopmem. the obstacles encountered and 
pnsaibililics engendered. This wide 
trtcr was made wider still by defining 
Hcipatioo as “the organised efforts i» 
rease control over resources and 
tdaiivc institutions in given social 
wlinns. on the pan of groups and 
vcmenuol those hitherto excluded irwn 
coni roi' Since such a comprehensive 
inn pretty much etnhrai.es ail politics 
iv where (front religious funds- 
•Ulism to ethnic conflict to ami- 
hit camp ai gns t. the project set the limns 
the study by defaadt. as it were, by 
wing considerable latitude to the 
anal-level researchers lo choose ihm 
areas of study. Tbe studies were 
tcinoriy oriented towards praus data 
■ collected by researcher-activist* 
ratting closely with groups and 
’ducats of ‘the excluded* Findings 
* circulated through periodic 
ussions aimed ai refining (he 
•raandfng oi all the agencies involved 
exigencies of funding and .wMi 
fnmMs tod to hj- depth rescanh brine 
acted only in eight toll* Austk i* 
srics. InduoudThailand Wtthinthrv 
met. the srsahes yxaatnw portnipatu » < 
aoaot movements, trade moms ami 
s ndgM s m uhwodassc*. ut*m-> and turn 
annals negotiate f.u pufutaai space 
fheoate The d m eu v o un i ngp rip 
:no»*hot»ly . insbk c .imfritou* 


pres item in diflcteni nations, from Brant t 
populisi government s initial patronage of 
trade uniohs to Chile's authoritarian 
regime's xupprerxion of urgamsed labour 
activity. The volume highlights iht ways 
in which these relationships were altered 
drastically by the economic crises of the 
1980s and the consequent structural 
adjustment policies, which undermined (he 
relative bargaining strength of working 
people's organisations, lire studies took 
critically at the structures of participation 
created hy regimes in Mexico. Nicaragua. 
Grenada. China and Tanzania in their 
attempts to institutionalise public 
involvement in dccixinn-maktng and 
implementation. However, none of the case 
studies .-ire more lb on three pages long, 
they oiler competent thumbnail sketches 
which arc useful lor the lomplfiely 
umnlnrmcd. hut which do not substuutc 
for detailed analyst-. The kimpy case study 
on India, lot nstanu. relies st4**ly o* two 
studies ot \COs and tubal mow me is 
haidly on exhaustive survey ol political 
participation in tin.' country. 

A V'/irrrforrhrhu7m#rrfismi>siihoughf 
provoking when it examines the prospect* 
for panicipation in the I99t»s So tar. the 
agenda ot national devcl tpmeni in post 
colonial sot Kites has largely been tk .ided 
by centralised. icchnn-bumucratK states 
who h have been loath to pass on eltcvtivr 
control mm the hands of tucal organisation*. 
Under the prevailing liberal paradox of 
political democrat tsai ion combined with 


the World Hrada OrgwttaMjMb the 
stgwHtem-ecd i h c a w a c aaaprihtre.daacnj 
'■ i« being reduced town hetow m wal) as 
above. The bufitoStd<»sururepiriKi|WlK.n 
mrimnkmg dcvvbtpmerwpoigraiimMs tail - 
more and more on the NQO sector wbn I, 
mediate* between the gras* .tools and tin 
state and internal tonal agencies Mowcvci. 
the poHltcal objective* and stratagies m 
NGOs are not occc.sanly pro-poor 
Dependent, as NGOs often ore. uncstemai 
fundtop mdctpeuisc.thctr apnrfluvh may 
he derived from a miktor verdtmtd pferi sdy 
the tame values and interest* that drive 
state initiative*. Stwtei and Wolfe arc 
sensitive to the contradictions between the 
ideal of grass roots au t onomy and the real 
dependence of local groups on external 
allies. 

Given the present preoccupation with 
economic growth before nil else, 
participation scents -to he an issue ot 
morgii. il relevance in development 
Those fighting lor sheer survival against 
the odds ol dcrcgwlMtfd economics 
privatisation and slashed sue talexpcaditurt 
have probably lost -ven the aaptratHui m 
someday gaming control over toepmccsscs 
am 1 paradigm* that govern their lives 
Dreams »f planned development, national 
lihriaiuni md social revolution have been 
jh.HHioned on the tong March of capitalist 
development Is pantctpatHm. then, a 
iitopra or a necessity? Htiefcl and Wnltc 
make no pnignosiicaiions Theirs is ir 
open-ended exercise. lepteic with iiu- 
caveats, qualifying remarks and s-.-n 
criticisms that accompany efforts n> 
» commodore all voices dissenting w 
otherwise. Thts volume bongs * disarming 
carnestnevft and rtflrsmly In a com cm 
that most vocbdogMU dcvclupn eat would 
today dismiss as /must 
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Performance of Wheat Crop in India: 1952-53 to 1992-93 
M Roghavan 

Pubic and Private Capital Formation in Indian Agriculture 
Comments on Complementarity Hypothesis and Others 
SNMishra 
RameshChand 

Poverty in Rural Punjab: Trend over 
Green Revolution Decades 
H S Sherglll 
Gurmaii Singh 

Is Rainfall Insurance a New idea? 

A Pioneering Work Revisited 
Pramod K Misnra 




1952-53 to 1992-93 


The performance of the wheat crop in India, which exhibited robust growth through the two decodes of the green 
revolution could be sustained because of an enclave-based growth strategy. Of late the strategy has failed to yield 
substantial results. If the wheat crop has to regain its earlier trend, the current strategy has to be remodelled and 
targeted towards weaker farm households, preferably outside the already saturated enclaves. 

An attempt has been made in this paper to analyse the trend rate of growth of wheat crop since indpendence and 
its inter-regional imbalances in recent decades. 

I am quite aware that icieace cannot be [Srinivasas 1972] was not different from As we shall see later, sees* of the* 
ordered about to produce the desired resuit* this. The underlying idea behind this strategy explanations are of course uoexcuptiotwbi 

precisely when they are needed, was simple. Given the existing structural on certain specific ground*. Nevertheless 

Ne vertheles s, when a technological constraints in the rural country side, k was would be mote appropri ate to argue ihi 
breakthrough in one segment transmits its perceived (hat maintenance of growth and rostabiHty is a logical concomhaM oi th 
ripples into the others, tee emerging self-sufficiency in fbodgrains production enclave-based growth strategy itself it ih 
imbalances have to b e corre cted. would be predicated upon die decisions of strategy is unable to push up the innuii 

— Dbann Narain. 1972 , numerical minority of relatively large obtained ‘robust growth* through \uhi 

A great deal of work has been done on tee farmers in these selected enclaves whose pate* beyond a point, then, the crop hj\ |, 
growth and instability of Indian agriculture, acreage response could be influenced to inevitably face not only a deceleration |. 
These studies, despite their differences in achieve tee objective of self-sufficiency, if growth, but alto some degree of instsbilu 
the statistical methodology and tee time substantial incentives, inclutfittg a tax-free aroundthe trend line fa addftiott.it is eucm., 
period of data used, are fairly unanimous at ‘cost plus‘price for their outputs are ensured to keep in mind, as K N Rti (1970) suio 
least in two of their conclusions. Firstly, It is this enclave-based devel o pmen t strateg y long ago. that (he all-India estimate' „ 
after the onset of green revolution in the that hat helped the wheat crop to continue growth (and instability) conceal imponur 
mid-196fe. there has been a deceleration in tee ‘robust growth* after tee mid- 1960s. At inter-regional imbalance in growth „ 
the trend rue of growth of agriculture, the same time these should not be any production which. 10 us. is tec more serum 
especially foodgrains. This deceleration, difficulty to visualise that, once (he capacity direct impact of this enclave-tvi'd 
however, is not discernible in the of these selected enclaves to increase the development strategy. 
pe rform a nce of wheat, which has exhibited level of productivity is exhausted, no amount An sStempt has been made in this jupc 

a ‘robust growth* throughout the post- of additional incentives will be able to push to analyse the trend rate of growth of * ti< j 
independence period. Secondly, with tee up tee growth trend further. In that case, crop since independence sod it* intcr-rc^nj 
advent of green revolution. production of all sooner or later, a deceleration in its Imbalance in recent decades. After mi 
crops and crop aggregates categorised as performance is inevitable for. teen, it is not introduction. Section II explains the naiun 
foodgrains' has become progressively the capacity to invest in farm business of of Oita and the methodologies adopn-ii 11 
unstable. Interestingly, among these crops, the large farmers in these enclaves, but the the analysis and Section 111 discus.*-' it* 
wheat stands out as a solitary exception sod incapacity of tee weaker ones els ewhe re , results, while Section IV offers -mu 
continues its ‘robust growth' on ‘stable’ that would guide the growth trend. explanations, drawing inferences from «hk 

path. As regards the instability in crop ofihevut sources of cxistiag work* Finally 

Considering (he fact that between the 1930s production, tome observers (Mehra 1981: Section V summarises Che conclusion' 
and (lie 19801 (he share of wheat in the total Ha*etil9M|areofteeviewthatki»inbcre« „ 

ba akrf of food gr ai ns production has almost in the green revolution technology itself. u 

doubled, while that of rice dwindted front There are others who argue that rainfail as W« haveuted in this analysts, tec nt<v.i 
more than 30 per cent to slightly above 40 such |Ray 1981; 1983] or moisture stress es tim a tes of area, production and ycM 
per coat, the necessity for a rigorous re- arising out of deficient rainfall as wnri as wheal at three levels - att-lndu. 
examination of these resttbs might not have tneffid— irrigation system {Mahendradev districts. The ail-tndia data are ivaiuf* 
engage d the attention of the researchers, 1987; 1991) is n sapo ns lb to for tee sharp front 1949-30. or even before. The eu mute 
though warning signals have been coming flu ctu a ti o ns in crop o u t pu t On the other of production for the — ti er yew-. 
foam lime to lime (Nartin 1972; Rao 1993) hand. Ha—teu Ran <1989) argued teat obtained through the traditional r« 
invoking the serious problem teat this crop the growing instatolky in agriculture during appraisal' method.* In tea wuyor 
may face in future. 1 Indus context it would tee post-green gevokstkta period c— be p rodu cing —tee of fwdab. Hsrym» W 
be useful to recall teat, m tee 1960s, many wributed to tee aew technology, ton 10 tee certain regions of Madhya 
denriop fo f co n— te n , which embarked on adverse agro-eft—tic condWoro in o btc h 11 pastern atr tor ofifarttrs tttimr 1 " ^ 
a crash programme for foodgrtin self* tec Miam i ogy is asad. H e c aareods d farther on madam tempting crop anting 
in t fo l —y. ire m da ced iatore or less si mi l ar due however, when tee new technology is w e re — d only front I85M3. Ford* 0 ** 
green revo lu tion tnehnoiogy package in ^plMimderomurodMgmionoondtti—e, of 0 reoaonOblo it—pgfgNlny, »*■ *><« 
re to rt ed tnctore i te a r w ere a l ready re doun d dm ianwrec to aatpol wwdd boot areteto tearotare , ngtignd tire data for (hr 1 ^ 
wftfi tire ragstotie toflaatrecurti toefftios pmh. Thto-ts ono tti y Mreitim hnpgonetiht before Iffl-fl 
tAtauddkn ondTJotiefl l9t6L The namrenf ore care ofutirere retires tire new aseterefogv AkteosognodtotinLotifereresof) • u -** fV 

ttidtg'e green rrvoforimt wtirc-h was ' tore ms* tire retfMjg* onpopT (Otoe — 11 lm| mgdbm restiMi H po 
1 W—tofty 0 wheat aerefcdtoa tetingh* retih ftno. ft* Mti ft**—Mft* . *gp* Igfogtiprei— mem*** 
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data are not 

^ f«w? <♦* 

. ofT^al {CWtW wnbwi of area 
^id iMudurtjnn 

The districtwiaa daU wen compiled for 
fwo decadiJ point*, vix. three-year periods 
ending I9*MI and 1990-91. published in 
varioua if*** tt foe Agricultural Situation 
in India. Similar data for 19C8-A9 and 
1969-70 wen wot published. This exercise 
was not therefore attempt on comparable 
buis am ava i la bl e for 278 districts of the 
12 states. These data ate well-known to 
contain several gaps, including glaring 
incongruitlea (AMuwaHa WIJ which had 
to be rectified l»Jf some sort of informed 
-uen cs . Ho w ewer.attcbcases were observed 
in about a dwtee dhtrkts and. hence, these 
guessea ne not expected to materially distort 
the overall twaidts. 

Coming to th< question of fitting a 
suitable trend to the time series, the 
problems to be confronted are rather less, 
as we have a rich source of literature that 
deals with the statistical and technical i ssues 
relating to selection and application of 
various methodologies, which need n«>t be 
repeated here.’ We have fined a semi-log 
function, which i* the logarithmic 
transformation of the usual compound 
growth equation, to the five-yearly moving 
average of these series corresponding to 
the following periods. 

Penod I - 1952-53 to I9M-A5 

Period II • 1952-53 to 1974 -75 

Penod III • 1952-53 to I9M 85 

Penod IV « 1952-53 to 1992 93 

The growth rates so estimated are expected 
to reflect (he overall trend rales of growth, 
without being unduly influenced b> the 
fluctuations arising from seasonal and 
cyclical factors,inciudingexcetsional swings 
in certain years. 

This functional form has been used not 
because, in our view, it is superior to the 
other forms used to fit the trend rate of 
growth of Indian agriculture, but because 
this is the functional form that is genet all) 
used in the formal auon of official policies 
Similarly, the flve-yaariy moving average 
was found to straig h ten out the series better 

than the gencralty wood throe-yearly moving 

average. These ‘straightened’ senes helps 
us to mum aU the observation* without 
removtngtfie ’bad' yuan, which, according 

to Rao and Deshpondaf 1991) occurred as 
many as It rimea ttecu independence ff 
we remove a»ancS*batr yuan, the results 
obumad from thi ffead trend would be 
father rata l iatk . Therefore, taking an 
CMmpteihMAflapKItltt, we have fitted 
the trend to an ehn apc reaiv te time segments, 
as shown above, udddreeabians to examine 
'^ rm w ihtra w fo fog t i ll iran t penom with 
referem* wdwmanetMm period. 


■ JJjf fC * l0naI iml »J«nces emanating from 
the «sparse production conditions in rural 
countryside have been examined with the 
help of the district level data. We have 
considered two measures of imbalance, 
namely, the standard deviation and the 
coefficient of variation, which give us the 
absolute and the relative measures of 
imbalance respectively. The results of these 
exercises are discussed below. 


in 


Table I presents the trend rates of growth 
of wheat crop in India, and in the selected 
stales, for different periods from 1952-53 to 
1^2-93. As can be seen, the wheat output 
in the aggregate registered a compound 
growth rale of 5.93 per cent per annum 
during the four decades ending 1992-93. 
compared to 3.75 per cent during the period 
between 1952-53 and 1964-65 It might 
seem from this that the widely held view of 
a ‘robust growth' in wheat is valideven now 
But i! w e examine the growth trends through 
the incremental time segments, it can he 
noticed that the growth of wheat output 
during the first decade of green revolution 
was much higher at 6 22 per cent and m:" 
higher at 6 36 pet cent per annum in the next 
decade ending 1984-85 That'he ‘robust 
growth' that was witnessed in wneal output 
since independence had really started 
waning since the mid-1980s In fact, the 
deceleration in growth of prodjLbvity of 
wheat had begun much earlier, i e. between 
1974-75 and 1984-85 The year to yar 
movement ot growth rates presemed in 
Table 2 shows that, while ihere has been 
a persistent retrogression in the growth ol 
area and production!'! whs’at sirnc 1984-85 
the rate of growth vteld in, react'd from 3 5 
per cent in 1984-8* to 3 5 ; per cent in 
1985 -86 and stayed at that level lot another 
three years. More decelerating io 3.49 per 
cent by 1992-93 

The oihci factors that iomc into sharp 
locus from the aff-lndu growth rates arc. 


ul m the pro • green res olution perk'd ending 
1464 6 *. ihe contribution to output p'owih 
came more or lesscvenly from huh the area 
expansion jrvi the yield insroasc. ; 11 in the 
successive luo decades ending .o 4- ;* and 
1984 - 85 . it was mainly the sield tnciease 


i contributed to the growth of output, and 
) alter 1984 - 8 *. though the deceleration 
irowih of output occurred predominant!' 
c to stagnation in area, the deceleration 
1 icid growth also contributed to this I rend 
ITic state wise trends arc more rcxcuiinp 
Mix. dunng the period until 19ta-65. 
njib recorded the highest talc ot g'owia 
xiipuuib 1 9 per cent per annum. followed 
Madhya Pradesh. Jammu and Kashmir, 
fuir and Haryana - in that ordcr-iil 
ding up 10 the if'el ,hl ' ,,rml rdle 
growlh lit thecountn .0 a "hole Some 
ict majvw wheat growing 'tutC'. wit 


( 


Uttar Pradesh and Rajasthan were much 
below the all-India average Generally, 
during this period, tt was the expansion in 
area which contributed ‘to the growth of 
production more than yield, in most of the 
states. Even in Punjab, the contribution of 
area expansion to the growth of production 
of this cereal was significantly closer to that 

Tabu; f: Ratf sof Growth nr Whkat Cror 


(Per Cent) 


Stale 

1 

II 

III 

IV 

Bihar 

5.01 

Production 

11 29 9 62 

796 

Gujarat 

.3 31 

7 36 

7 01 

4 93 

Haryana 

4 56 

8 30 

7 77 

7 4( 

Himachal Pradesh 

.3 37 

3 04 

2 88 

2.85 

Jammu and Kashmir 

554 

5 33 

'81 

3 42 

Karnataka 

2 34 

5 22 

5 73 

3 10 

Madhya Pradesh 

5.56 

2 37 

2.86 

3 36 

Maharashtra 

3 22 

1 47 

4.69 

350 

Punjab 

6.19 

9.71 

830 

7.31 

Rajasthan 

1 76 

3 03 

4 80 

4 75 

Uttar Pradesh 

2 16 

*49 

6 II 

6 07 

West Bengal (- 

>3 24 

21 79 

17 54 

1204 

All India 

3 75 

6 22 

6 36 

5,93 

Bihar 

1 03 

Area 

5 60 5 20 

4 17 

Guiarat 1 - 

10 07 

1 08 

1.90 

091 

Harvuna 

3 57 

4.79 

460 

408 

Himachal Pradesh 

201 

0.93 

0 88 

097 

Jammu and Kashmir 6.37 

2 75 

1 62 

1 58 

Karnataka 

1 47 

0 53 

0 861 - 8 ) 19 

Madhy a Pradesh 

2 77 

0.77 

0.85 

0.83 

Maharashlra 

1 77 

0 30 

1.19 

0 28 

Puniah 

2.84 

3 86 

356 

3.11 

Rajasthan 

284 

1 62 

2*2 

1.94 

Uttar Pradesh 

0 63 

2.73 

3 1 * 

2 88 

WeslBeng.’ 1 - 

)5 01 

II 81 

10 92 

7.42 

All India 

1 86 

246 

2 75 

2.36 

Bihar 

3 44 

Yield 

5 09 4 12 

3 61 

Gujarat 

348 

6 08 

4.98 

3 43 

Har\ana 

091 


3 02 

3.20 

HiroxKh.ii IVodoh 

! VI 

2 06 

! 97 

1 86 

Jammu and 

Kashin 1 • <- 

iC 70 

246 

7 16 

1.83 

Kamalak . 

0 73 

4 51 

4 80 

3.31 

Madhv a Pradesh 

271 

1.53 

1 94 

2.51 

M.Jiarashrra 

1 44 

1 11 ) 

'41 

3 l» 

Puniab 

3 2u 

5 57 

4 *8 

408 

Katasthan 1- 

It 18 

1 31 

2.21 

2.76 

l liar Pradesh 

1 46 

2 65 

286 

3 09 

West Bengal 

1 26 

7 93 

581 

4.30 

All InUia 

1 18 

3 60 

3 50 

3 49 


V„rr I II, III and IV indicate periods, lor which 
see the text 

Tsslc 2 Ylooms! Trini-s is Growth i* 
Whi st rRoe ms, t I4K4-K5 

lPer Ceil > 


14X2-53 

to 

Production 

Aiea 

Yield 

1484-8* 

6 '6 

275 

1 Ml 

1485-86 

6 34 

2 72 

\ 52 

I486 87 

6 3| 

2 64 

x 0 

1987-88 

6 26 

264 

52 

1 488-89 

6 2 U 

2 *4 

^ *2 

lvxu-90 

6 1 ' 

2 *3 

* 51 

|490 9 ] 

606 

2 47 

\ 5(| 

194; -42 

5sO 

2 41 

i 5( l 

1942 4 5 

< 0 , 

2 56 

l 4U 


•V-.' 



of yWd Increree. Secowfly, from the tolltot- orqfcfc teas a* ■«*»• 

half of the I96(te to the current period, What jshen oa m i hvOfrit 
Bengal and Bihar exhibited fester rates of growth, have been noticed by aasuy otireri. 
growth in production than that of Punjab. But, not much attention resow to have bare 
Even Haryana overtook Punjab, and Unar received to R. except to V M Ran (M93), 



Pradesh surged above the tll-lndia avenge 
growth trend, while Jammu and Kashmir 
and Madhya Pradesh were relegated much 
below from their earlier position. Thirdly, 
as against the pre-green revolution period, 
the growth of production in moat of the 
states during the su bs eque n t period was 
contributed largely through yield increase. 
However. West Bengal. Bihar and Haryana 
which overtook Punjab in the trend growth 
of production, achieved this feat more 
through area expansion. Lastly, the rates of 
growth of production and yield in most of 
the stales during die entire period ending 
1992-93 were higher than those for the period 
up to 1964-65. Nevertheless, these rates 
were much higher during either the first, or 
the second, decade of green revolution for 
most of the stales. 

The regional dimensions of variability in 
wheat yield, as measured front the dutrictwiae 
datafbr the three-year averages for the periods 
ending 198041 and 1990-91, are presented 
in Table 3. These results indicate: (i) There 
is marked increase in the standard deviation 
of yield from one period to the other. In the 
tint period, the standard deviation of inter- 
district yield was the highest in Gujarat and 
the lowest in Maharashtra. Uttar Pradesh, 
Madhya Plmdesh, Punjab and Karnataka also 
recorded relatively higher levels of 
dtotrictwise variability. In the next period, 
again, Gujarat recorded the highest degree 
of inter-district variability, followed by 
Rajasthan and Madhya Pradesh. The lowest 
level of standard deviation was recorded by 
Hi mac ha l Pradesh. In Uttar Pradesh. Punjab 
and Karnataka, though the level of standard 
deviation is very high, its increase over the 
previous period seems to be relatively lower, 
(ii) The coefficient of variation of wheat 
yield also goes up from the first period to 
the next period in all states, except Himachal 
’ndesh, Punjab sod Uttar Pradesh where it 
remains more or less static from the first to 


ottcosioty tioettifi, ij) mm cmMi thfi imhi 
theme wat different [Siaha 1994), or because 
it was found to be more glaring in other 
crops than is wheat [AhhiwaUa 1991], 

A simple routing point to analyte the 
deceleration rod imbalance in production 
would be an examination of the crop 
agronomy. Traditionally three species of 
wheat are grown in India - the bread wheat, 
the macaroni or durum wheat, and the emmer 
wheat. The former occupies the largest area 
under cultivation. With the development of 
various geographically suited exotic dwarf 
varieties from some of the Mexican seeds 
imported m the 1960s, the bread wheat is 
spreading even into non-traditional areas, 
while emaer wheat has almost disappeared. 
The macaroni or durum wheat, which fetches 
the highest price in the market, is alto now 
limited in certain pockets of Madhya ftadesh. 
Rajasthan, Uttar Pradesh, etc [ICAR 1978). 

These exotic dwarf varieties are known 
to be highly thermosensitive. Their yield 
levels would depend mainly upon the 
fanner's ability to adjust cultivation, from 
sowi og to harvesting, at the prescribed levels 
of t emp erature, p re ci pi ta tion and fertiliser 
nutrients. Such adjustments include sowing 
at the right time at the right seed depths 
(i e. 5-6 cm*), as well as application of 
fertiliser and irrigation at the scientifically 
deter mi ned quantity a nd stages of cultivation. 
Experiments conducted on various 
techniques of cultivation show that (ICAR 
I9781cvcn some of theioob rod implements 
conventionally used by die farmers are not 
suitable for tbe efficient cultivation of these 
varieties. For example, when the dwarfwheai 
was sown behind the wooden plough, a 
sizeable proportion of the seeds ha ppened 
to drop as dial low depths above the prescribed 
limits of 5-6 cm and germinated taler, 
subsequent to an irrigation dial follows in 
two or three weeks of sowing. This resulted 


apply the modern tochnoi<5gyp*fita^eld full 
while others who have not, mutt bethe ones 
who disturb the‘robust growth' of this crop 
through 'sable pad)'. 

Avri tobto intidenra todfea te stlro relrovcly 
poorer fsi men operate a a tia u b i e chunk of 
the area tmdar wheat. The dare of ares 
operated by ‘marginal* and 'amah' former, 
viz, those with less than one hectare and one 
te-twohectares,mapectivdy,incresaedfirorn 
25.9 per cent in 1970*71 to 35.4 per cem 
in 19t5-i6 (Table 4). That is, wheat acresgr 
under the relatively poorer farm ho useholds 
in India is not only substantial but is also 
Put increasing nddi time. 4 The institution*! 
and Infrastructural factors which act as 
barriers to these farm households in the 
introduction of the modern technology 
package are too well known to ehborate 
(Bhalia 1977). 


T*au 4; PmcwnaOi or WHbat AasMjNor* 
Small amt Mammm- Fa*mws 


w--i -J 

ranoo 

Lest dun 

Between One and 


One Hectare 

Two Hectare 


(Marginal) 

(Small) 

1970-71 

122 

IJ.t 

19*0-1) 

32.1 

29.9 

!9*5-*6 

29.7 

29.5 


Stmnct: All India Reports on Agricritwal Census 


Tabu 5; DvnammoH or Nnr iamoATEi) 
Aasasv Souses 

(Per Cm:- 


Source 

1970-71 

1980-SI 

I98VK6 

Canals 

41.gO 

39.05 

37 U 

Treks 

12.10 

905 

b*i 

Write 

22.90 

19.03 

16 67 

I wnwiiR 

<6.60 

26.21 

32 6t 

Othere 

660 

646 

64* 


Samir*: ABIadteRcfmtson A^tatharalCemw 


the second period, (tii) his important to note 

that in ril the stales, there has been significant 
increase in the level of yield from the first 
wriod to the second period, as can be sees 
toon the mean yields shown in Tabic 3. 
There to also some indication, as Shakuntla 
Mehta (1981) pointed oat, that the largest 
increase ta the standard deviation has 
occurred in those stales where the increase 
it mean yields was stoo the largest, though 
inch a sweeping generalisation does not 
seem to hold good in ah cases. 

nr 



Tabu 3: Rmknal Immlancs hi Wnbat Yreur 


Stas* 


I98MI* 



199081* 



Mare 

to 

CV 

•fare 

SO 

CV 

Bihar 

1205 

217.18 

tf.02 

1999 

338.99 

2I(W 

Oujarit 

1174 

827.16 

13.47 

2280 

90802 

40 7! 

Hmymm 

2294 

21102 

934 

3369 

38601 

1191 


1283 

188.79 

14.71 

1511 

21401 

14 1' 


794 

204.27 

25 72 

964 

26907 

25 «4 

Katattfc* 

113 

309.40 

3808 

896 

17701 

4407 

Uii^ia Brensinret 

RUnmjl nVMi 

905 

341.77 

17.78 

1396 

88900 

47 94 


09 

139.27 

1811 

1180 

mit 

2409 

*4* 

2687 

340,97 

1X78 

3998 

41803 

II « 


1314 

22440 

PM 

2113 

mm 

360« 


1493 

»mas 

28-85 

2*88 

mm 

2670 

Wreiregri 

trtt 

mss 

nor 

2084 

2W08 

14 U 

gate; Maw a KgsAnesws 

* 

ted, Jm Ms 
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*d by meet 
., tmderthe 

_ kHlifefyWdvfewtlttMljc 

gnm fchaotogy it scale- 

iwrtn M w ^ ^^wtaown that scale- 
muuaHtJ!'is** foton wtow n with class- 
neutrality- These obeervm thui argue that 
the deceiertttog growth of crop output is 
attributable priaetpally to the extension of 
cultivation to the marginal, or inferior 
qudity. toads {Ray 1983; Alauddin and 
Tiadell 1981; Maheodradev 1991]. While 
this argument may be plausible in certain 
cate*, it does not aeem to bold good at least 
for wheat. If we compare the total area 
under this crop in 1984-83 and 1992-93. 
the two points of time Airing which the 
growth decelerated. it can be seen that, out 
of 8.7 Idch hectares of increased area, just 
over 50 per cent Was to Haryana and Punjab 
If the area toereeaeoccurred to Uttar Pradesh 
is also added to that of these two states, 
it would work out to 112 per cent of the 
loud increase. In other words, between 
1984-83 and 1993-93 there was a decline 
in area under wheat in most of the back ward 
and sluggish agricultural regions, while 
this decline was more than compensated 
by the area increase registered in the 
prosperous green revolution belt. Even if 
we assume that the additional areas being 
brought under this crop over the years are 
otinferior quality, we should also remember 
that one of the purposes of developing 
region-specific technology package for the 
crop from time to time it to ameliorate the 
deficiencies of the newly brought in lands 
Prom this, it can be construed that 
maintenance Of growth and stability of the 
crop depends more on the access to modern 
technology psckigr evenly across the 
holdings than on other factors. It is here, 
that is, in tho uniform access to modem 
technology package that the problem Iks 
T ake, for «ample, irrigation which is 
the basic prerequisite for the introduction 
of the modern technology. The figures 
presented inTUUe S reveal that the prindpal 
source of irrigation to India is still the rain 
water available through canals, tanks and 
wells. Assured irrigation for efficient 
application of the modem technology 
would, t h ere fore, meaeaeaured occurrence 
of momeoaa. laaddWon. particularly canal 
lmgadontofhmght w it h s e veral operational 
con str ain ts. ' (OThecommon practice under 
tlui system of feriptfoa it to follow water 
from (leida acroaa and down toe terraces 
This require* dUforent sowing times at 
different oamd weehm, which toe modem 
vuimiee of seed! cannot adjust. as they 
foredtffaito gplMi (B) la to* absence 
of dteipltoad wmer menagmeent, coupled 
1 "rtto the esleting deetgn of irrigatioa 
4a. there emsempent mimic of canal 
' 9y foe Mtmen atthe ’heed’ 


•»d yield losaet in these areas. 
Concurrently, at the ’tail-ends’, where 
generally the poorer peasants cultivate the 
lands there could be insufficiency in the 
avtilabihty 0 f WBter which might di#turb 

weir cultivation schedule [Frankel 1971 - 
Dhawan 1989; Chopra 1989 ], 

The next major source of irrigation is 
tubewells. In recent years there has been 
*faster increase in this mode of irrigation 
because of the availability of electricity at 
cheap rates to energise pumpsets in 
tubewells. This is. no doubt, the most 
suitable source of irrigation for controlled 
application of water, as prescribed for the 
modern agricultural technology. But the 
use of power-driven pumpsets itself requires 
timely availability and dependable supply 
of electricity. In this context, certain features 
of Indian electric power system have to be 
noted: (t) About 30 per cent of the total 
installed capacity of power in the country 
is hydel, the generation of electricity from 
which is contingent upon the monsoons. 
If the monsoon fails, the working of hydel 
system is disturbed. The other, and the 
largest, mode of coal-based thermal power 
plants in many states are subject to frequent 
breakdowns due to insufficient capital 
maintenance and lack of proper renovation 
and modernisation works (Planning 
Commission, 1994). The cultivators who 
use power-driven pumpsets, though better 
equipped with controlled irrigatior facility, 
are thus faced with frequent power cuts, 
leading to disturbances in farm operations, 
(ii) The electricity tariff for agricultural 
use. on an average, is as low as 15 paise, 
against the unit cost of supply of 135 paise 
per kilowatt hour. The states like Karnataka 
and Tamil Nadu supply electricity to the 
farmers free of charge (Planning 
Commission, 1994). However, in many 
slates they get half of the connected load 
in the day time and the remaining half, late 
in the night. These supplies are without 
meters There are therefore careless use of 
pumpsets, resulting in waterlogging salinity 
of surlace soil and, above all, development 
of drought conditions in several areas due 
to secular depletion of ground water 
(Cinacy-Wamrup 1969; Bhatia 1992; 
Moench 1992]. (lii)Given toe initial capital 
cost, this mode of irrigation is not within 
the reach of toe poorer peasants, whose 
improsed (arm practices are crucial to the , 
maintenance of growth and stability of 
production, once the economically effi¬ 
cient larger farmers have already exhausted 
their capacity to further increase the trend 
rale of growth [Joshi and Kaneda 1982]. 

An obvious solution to this latter is, no 
doubt, stepping up of public investments 
in irrigation and creating conditions for a 
regionally even and stable pattern of growth. 
The slackening public investment in 
general, and agriculture in particular, hns 
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therefore, been a matter of great concern 
in recent years [Patnaik 1987; Shetty 1990; 
PT1 1994], Por example, in 1978-79. the 
public sector investment in agriculture as 
a proportion of gross domestic capital 
formation was estimated at 18.6 per cent, 
from which it has steeply come down to 
11 per cent in 1991-92. Responding in 
unison to this, 5 the private sectorinvestmcm 
in agriculture also has started coming down 
fro m 15.3 per cent of gross capital formation 
in 1980-81 to a static level of 5.6 per cent 
in recent years. 

It may be true that, as Kaldor (1986) 
pointed out, when an economy steers 
through the path of progress, the proportion 
of capital and other resources required to 
produce the domestic supply of food grains 
automatically comes down. The Indian case 
however is not the same as this. On the 
contrary, there is a view that it is the result 
partly of the fiscal constraints and partly 
of the way the limited resources are targeted 
towards the enclaves of progress in the 
form of input subsidies and costs of 
procurement and storage of unsold stocks 
of the surplus producing farmers. Whatever 
be toe cause, the fact remains that, with the 
slowing down of public investments, even 
such a robust crop like wheat, which 
otherwise enjoys a world class 
technological backing, is experiencing 
deceleration i ■ its growth trend atincreasing 
pace of regional imbalance. 

V 

To conclude, the wheat crop in India had 
exhibited a robust growth trend for a 
considerably long period from the 1950s 
through two decades of the green 
revolution. This miraculous performance 
could be susta..-d because of an enclave- 
based growth strategy that was pursued 
since the mid-1960s, the main thrust of 
which included making available to the 
farmers in these enclaves of subsidised 
mput-cum-teclmology package, free access 
to marketing and storage of output, rod a 
tax free ‘cost plus' price. The result of this 
strategy was not only that wheat crap could 
achieve a more or less steady growth for 
a long period but also that it helped the 
country in realising the much needed food 
security. But. of late, the capacity of this 
strategy to perform the same old miracle 
seems to have weakened. 

The crux of what we submitted in this 
paper, therefore, is that, if the wheat crop 
has to regain its earlier trend, the existing 
strategy has to be remodelled and targeted 
towards the weaker farm households, 
preferably outside the already saturated 
enclave*. This is essential because the 
'small’ and marginal’ farmers who 
cultivate this crop constitute more than 70 
per cent of the total operational holdings 
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with over 35 per cent of the totel »re*Mnf 
presenily operered. ft is weW known that 
the hold of the private traders and 
moneylenders on these poor farm 
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households still continues. In better crop 
years like the ones which are currently on 
due mainly to the continuous normal 
monsoons, their problems become worse as. 
then, the farm harvest prices crumble. Though 
the price support machinery gears up in foil 
swing immediately on harvest through the 
peak marketing season, it is confined mostly 
in the high growth areas, leaving the rest to 
the vagaries of the market. 

It may be recalled that, in the context of 
the Third Plan, which anticipated the green 
revolution, Kalccki (1960) had advised that 
ultimately the state action would pay only, 
if it isthrected towards increasing the viability 
of the small holdings. The recent trends as 
witnessed in the performance of wheal crop 
suggest that this advice is more relevant 
today. 

Notes 

(I am grateful to V M Rao. member. Commission 
for Agricultural Costs and Prices for detailed 
comments on an earlier draft. I also thank my 
colleagues D 0 Atulkar and Sadhna Sharma for 


I to a significant contribution. Dhann Narabt 
(1972) writes: "Even if tha txpea dt tare 
elasticity of demand for wheat bt mad at 
around unity, the growth rate of population 
at 2.2 per cent and of per capita expenditure 
at 3 per cent per annum can produce s growth 
rate of demand for this cereal only moderately 
exceeding 5 per cent per annua. That, unless 
the relative price of wheat is allowed so drift 
downwar d , the system may not absortt the 
production of this cereal much in excess of 
this rate. Any attempt, then, to support the 
prices of this cereal at an artificially high 
level will show itself either is a p ro gres sively 
increasing stockpile of wheat, or wifi seek 
for it an export outlet. Since, given the ruling 
international prices for this cereal, domestic 
wheat cannot be exported without e sineahk 
subsidy, the feasibility ns welt as the 
desirability of this course of action will have 
to be properly assessed". After two dacadM, 
this statement has become not only 
prophetically true, but the problems being 
faced by this crop which, as it looks, qipeer 
to be rather insurmountable. In dus context, 
and especially against the background of the 
sleep increases effected in the producer’s 


2 in feet, arop cutting surveys for wheat were 
st arte d fr om d jffa re ntdatea kad ifl hi unt stale, 
for i nrt a a o a . Imm 194*49 la Bihar, 1949 
50 ia Uttar Pradesh, W«« Bengal aadeenair 
parts of Gujarat and Maharashtra, l«i-v> 
la Rajasthan, Bhopal region ia Madhy, 
Pradesh, Marat h wada and VMotbhs' region. 
In Maharashtra. 1953-54 in Himsclia 
Pradesh, and as late as 1957-3* to iamm 
andKishmirsw* If amateks . Therefore, they 
rtti m e tre are nos strictly cem p erable The 
abse n c e of comparability appeared to b, 
large for the years up to 1.951-52. See f 
example, any recce* issue of the estimate! 
of area, productioa and yield hroupht out 
the di rec torate of economics and statistic! 
ministry of agriculture. Abo. sec barugi 
Singh (19*0), for official method! uf 
esti m eti e g acreage and yield statistics 

3 In a special issue brought out by the liuiun 
Journal of Agricultural Economics on iho 
‘Data Bate and Methodology for the Study 
of Growth Rates in Agriculture’ (Januan 
June. 1980). there are a number of paper 
out of which the cootnbutKXU by V y 
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Lw^Mtal. Waited expoMMUl. etc A hit 
ittdhgi on three model* should 
include A»Mt Rtnkn (1970). V N Reddy I 
rl97»), t N IiWwmb (1979). James K 
Boyce <»**>> “*d K p *»""»« »»d K 
Ptxhpawgata— (1998). 

4 ■„ inw of o^entinMl holding*, the 
■nwrghmt' Unotn accoomed ft* 52.) pet 
cent sod ‘tfH 1 * (lumen. 19.3 per cent of 
die total wheat cultivating households in 
India. See AtDbsdus deport on Agricultural 
Crust*, I9M5-R6. 

<1 in this co«te*«. Frabhat Petnaik *ndSKR»n 

< 1 977) wrt*e:"Tbeta*re of productive private 

inV ertmeo«dopem»i utoamsdy *p>n the share 
of productive r»ta*ic lavestmem Hence 
higher or lower share* of productive public 
mvesuaenl hi onipul would be associated 
with n*Mon« growth path of higher or lower 
growth rases" 
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numanarnmupn 
In Indian Agriculture 

Comments on Complementarity Hypothec and Ottoe 



Economists in the recent post ha ve suggested that the decline im public sector capital formation im Indium 
is not only bad in itself, il also lends to a decline in private capitalformation because then exists a high comp 
between public and private capital formation in agriculture. This would mean that if the declining tree 
sector capital formation is not reversed, prospects of agricultural growth in the country are dim. 

This article takes issue with these contentions and claims, in particular with the hypothesis of campl 
It attempts to provide an explanation of the behaviour of public end private capital formation in agricu 
the post-green revolution period in terms of its political economy, abo examining the efficiency of cu 
agriculture in that period. The authors furtker argue that the relevant question is not simply inve st me nt be 
but for agriculture. 


I 


A NUMBER of economists in the recent 


yens hive expressed grave concern shout 
Ac dcdiBc is ptriblic sector ctftttl few nuffrfm 
in agricuhnre during the decade of 1980s 
PU* 1989; HanMBsadn Rso 1994; Alagb 
1994; JoM iradi snd report to adntery of 
flnauoe). This derHan they have argued, is 
■or only bud in itself, it is lied also *»t»> 
it has il—hansnariy led to a ‘dedtne' in 
private sector capital formation and. 
there f o re , in the total capital formation in 
SgrtruRnw during thr 1980a. Tbcremoa for 
such a dung to have happened, it has been 
mntoadnd. Urn in the cos rt ementarity 


Indeed the cWm has 
that there exists “high 


capital formation in agriculture" 
(Krishnaaaurty 1985; Bhactaicharya and 
Rao 1986; Shetty 1990; 
iRao 1994). A weak version of 


Indian agriculture it ‘coodMonar or 
“ca u ri ageut upon public iaveitanut" 
INntt 1987; Rath 1989). Not mtisfled 



These cocatotions and claims have had 
their desired impact oa government 
[Ji nn and policy-makers. The Ptamdag 
Commission, for instance, u—nt that Thr 
complementarity between public andpefuete 
i nmm m nt kmostp n uom ced l b d kt oan) 
in agricukun where public invostsasm has 
stagnated or evna declined in receat years. 
The <|odhK in pubhr iovcftnoM tat alto 
htdaced a decline in private tavesunear" 
(Planning Commisaion 1994). In a similar 
veto the annual Economic Surrey, 1993-94 
Auer aha stated tint privmt in v es t m ent in 
agricahurecan inesame If public investment 
grows! implicitly affirming compkamalsrity 
between the two (p 13). Respcrndtog to the 

fo rma tio n. the Survey tecopim that the 
problem is not one of the reeomoe flow to 

• formation: h 

caBs for reaming the fatoance (ftp 12-13 and 
124). The E co nomic Survey, 1994-93 
virtuaBy repeats toe story. Heruevar. it Wrikas 
HoptWstk note fay pototoMto ‘awaloonw 
reversal’ of the dachntof trend In dm “ratio 

The nprtnhm. it may he ensBy smn. is a 


sfrictdtore developed by Nat 
and Srinhrasao (NFS) (199 
pradictsd e «igp^*if — • fog 
GOP. 6 to 7 per cent. In A 
dun of ^ricnkunlfcwNM 
for the ec o nomy wane to & 
cent (Bam scenario) to 10 pt 
to 10 per cent. Urn mapocth 
been taken from dm high ac 
and low actuals of 1980k A 


■ndriseindw 


hdidsnoo of 



ought to he pubic pokey ‘ 
reverse toe fog ia toe rime 



for indhm sptaritorc. Kmm 
of a pobey •him qprimt 
remMseewtoftoadaletoto 
by Paul Sweeten adhidtoal 
Sincn we do net prapon 
Kumar's work as It Odb am 
line of arpHnent hi tola 
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cared to look at the efficiency or productivity 

of capital accumulation in Indian agriculture. 
All of them have implicitly assumed that 
higher Ihe rale of capital formation, higher 
the rate of agriculture growth. We shall take 
up later the efficiency issue. Here, we are 
reminded of the Soviet agriculture. Had this 
lend operated without blemish, the Soviet 
Umon would have gone on reaping higher 
Md higher harvests as it went on piling 
tractors upon tractors » her agricultural 
lector In a similar van. complementanty 

between public and pnvale capital formation 

in Indian agriculture has been general!) 
ien to be axiomatic, withou, adducing 
sufficient reason The relationship could as 
well be one of substitution or oi 
independence between the two. depending 
upon the type and technical nature o 

Smems.nthepuW.candpnvate^ 

Recourse to econometrics for establishing 

as we shall sec. turns out 
trt hf mulcidinfl wd messy- 

In Has paper, wc propose totike i 

dl those contentions 

tbe following section we present tacts ana 


an analytic of capital formation in agriculture. 

A doter examination of the sources and 
methods of estimation shows that the CSO 
estimates of capital formation in the 
household sector, which accounts for the 
bulk of production and investment activities 
in agriculture, are not only inadequate but 
also underestimates. For this reason alone, 
therefore, decline of gross (total) capital 
formation in agriculture during the 1980s 
remains an unsettled factual question until 
the estimates for the household sector have 
been corrected and revised. Accepting the 
CSO estimates on their face value and 
subjecting them to a trend analysis does not 
throw up a blanket picture of decline in 
capital formation through the 1980s. In fact 
for the private sector, the picture is one of 
growth for most of the decade, 
notwithstanding the underestimation alluded 
to above. 

Section III is devoted to an examination 
of the validity of the complementarity 
hypothesis. At the theoretical level our 
argument is that complementarity between 
public and private capita) formation in 
agriculture cannot be established just by 
pointing to positive correlation or regression 
coefficient between the two series, unless 
there is sufficient a priori reason to do so. 
And that reason cannot be adduced without 
looking into the specific type and nature of 
investment projects in the two sectors and 
their interrelationships. At the empirical levd. 
agreeing to use the two aggregate series for 
the sake of argument, we have demonstrated 
that there is no uniform, general 
complementarity between public and private 
sector capital formation in agriculture. 

In Section IV we discuss plausible 
expla! ations of the behaviour of the public 
and private sector capita) formation in 
agriculture. Relative shift in public policy 
in favi.ir of promoting private investments 
m agriculture since late 1970s and the political 
economy of the policy shift are given their 
due place in this section. 

In order to situate the debate on capital 
formation in Indian agriculture in its proper 
perspective we have introduced in 
Section V the issue of capital efficiency in 
agriculture in the context of declining share 
of agriculture in the country s national 
income. In Section VI we look ahead and 
visualise the prospects of public capital 
formation in and for agriculture. Conclusions 
are summarised in the last section. 


Treads in Real Public and Prfrnke 
Capital Formation in Africrttare 

The CSO estimates of gross capital 
formation (GCF), gross fixedI apt* 
formation (GFCF) afld *■*■**; 
m agriculture for the penod 
1091-92 at 1980-81 pn«* P re “ s,ted in 
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adhrWet, (2) fisheries, and (3) toMpwe-epdw sure of Of 
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ia when e ve r w e a* of s g rir eh err . OCF accord* to 'Umb 
p whw d » mat afl da three tSfllcnfey Ann op hi tf» 
i* order to contone to tha 

■By accp p eod, coasprehansiva T**s t: Oarer Cswtm. Pa 
of OdHcalMe. AddMoa of the Aanunaarte- 


CMWy WfIM adanthr ■■heart* dsn» 
hi alocfciia'aekuieaairidUad activities 
It b Mated la OttCSO, 1900 report referred 
to above, that Hi aathoaiaa of da^e in 
atodu hi agricator e lector have been 
prepend sapa na ety ter (i) poWtc sector, 
(«> piaruadoas hi the privies corporate 
•actor, (lii) hous e ho ld aactor. and 
(iv) livestock**. Bat Anther oo in the 

bcaMpfcooaeiyshsaotirirtledarea*inin| 
three are duly c overed (p 360, Sac 21.41), 

It reiaa oat that CSOiodaad dear net pnrnoe 
■t yirg a ra m e stim ate of change in slocfci for 
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done fa to rerinn cha*e hi Modes in tin | 
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cathnatioa of inventories' hi dm contain of 
capital Mock retiassrina. haapi* hi mind 
dwichao|BhiaMh6lai*dMlHHHBhenrea 
inventories in rtre begkurt* aod at the end 
of (he accoaart* year. Hum, h is admired 
that, “houachoid ia veatortea hi agriculiurc 
pertain id livestock arty** (p36S. Sec 2141) 

Be that as h retry, this opens up soother 
is su e: whadrer or aol dungs in pod in 
ia the hoai i hol d aador of agriartiere is under 
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«*€■#**'•■* g M jWp w . If wy. « 
S-Hl* toe trade eeceor <p 265 , 
u. 2g41).tb0 reared «f retdw oretaad on 
4 MM laveitittioa. 
(Mk dal•» attpe ofthe present 


»l^totoo c8M 8fto o i «u a e totoveniorte» 

. H.iHirrf retrtbwsed to the h ousehold 
MCtor to trt cet rere there is reason to 

bc (i e vethaiiwrBfci««dwe<faaatk».To»ec 
thi , «e erettod oat a fide excrete which 
hfj been reoto'pototofc by the publication 
of CSO ettototo a* the amuft capital 
«ock toctodtal *oe* of hmmtorie*. also 
fof me puhBc aecior. by tartorery of use 
rioce 19804!- The raaeta of the exercise' 
,mf* hi Table I ho« which H u 
clear that dtohg* to tbcb in the public 
feceortottofMto****""***"* 1 
The private ancaor change in stocks it 
comprted of Mv etoo rfc ewibuied to the 
houtehotoatotor.»d tea. colfte and robber 
plantation to the private corporate lector 
We do ant expect the contrib u tion of the 
corporate plan tation eector to ihit total of 
much tHit l l l cn n rr bec au ac it account* for 
let than 2 per tont of the value of output 
of agricutom proper {CSO 1989. p 57. 
Table 3.3}. fires. dreage to atockt m the 

private aaetor toom to the able it ahnott 

wholly dee to toereeae to tovemoriet of 
livcnodt to the household eector. 

Now. we know Croat Livestock Censuses 
of 1977 and l 9 t 2 thattoeuureberof yam* 
bovtnet (credo end buffaloes) below three 


toeCSOenknaMs for aeverdyeen are tower 
nan this amount, while the livettock 
toventu. let had been powing mooted eariier. 

In view of the above analytic, we cowhide 
toat CSO estimate! of change in stocks in 
prime sector agriculture for the 1980s ve 
underestimates. And, therefore, grot* capital 
formation (OCF) in the private sector of 
agriculture in the 1980s has been 
underestimated, inducing for the fet that 
supplies and materials, works In progress 
«td outputs held by the farming households 
daring the accounting year have been 
excluded from being counted in the change 
in stocks in the household sector of 
agriculture. There could as well be 
underestimation of grots fixed capital 
formation (GPCF) m the household sector 
during the 1980s. This is because estimates 
of 'construction of asset' in this sector are 
not based on up-to-date data but on the 
benchmark survey provided by the RBI's, 
All India Debt and Investment Survey 
I9Si-82. Following the expenditure pattern 
observed in this survey, "estimates have 
been moved backward and forward to other 
yean with the combined index of agricultural 
production and industrial production super 
imposed by cost index of ruralAtrban non- 


resMmtiai buOdtagt and other construction 
works” [CSO 19*9: p 235. Sec 21.22}. 
Whatever this may mean, and without 
belittHag the difficulty of estimation for 
want of annual data, the estimates are 
inadequate and not independent of the level 
of agricultural production. The year-to-year 
fluctuations of agricultural output are built 
into the estimates of asset construction in 
the household sector. The assumptions are 
that inveatment in private household sector 
asset constructions it without future 
expectations, that ail works are started and 
completed within the accounting year, and 
are tied to current year's agricultural pro¬ 
duction. All there assumptkxB ire unrealistic, 
and so also the estimates based on them. 

In die preceding paragraphs we have 
made a rather detailed analysis of the 
sources and methods of estimation of capital 
formation in the household sector of 
agriculture in order to establish die point that 
for the decade of 1980t private sector capital 
formation in agriculture has been 
underestimated. In view of this fact it is 
inappropriate to take the CSO estimates at 
their face value and jump to die conclusion 
that privite sector capital formation inlmfian 
agriculture declined during 1980s. 
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of toe to* bovtaes to 1912. had 

.^inaiMl giowdi rare of ahmti 3 per cent 

and hmu buflWoea at about 4 per cent 
during i977-«2 (MtowaaudSbanue 1990} 
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gso rt o w !, letusauaiotaBCSOrocheatos 
m they are. sod do a tat of trend aoatyais. 
le Tahta a. we have prasroasd fcw y ear 
aroviag averages of the (res* capita} 
■ taaHea (OOP) at 19004] prices rive 
196041. The avarapw ire eeatred at the aad 
of the trienaiuew. Their (ttpUeii 
pramnoot m provKnQ m npn i. imr 

year raovia g averyn it is coaveetioeeMy 
read *o reduce the year-to-year ftuctuatkma 
of the series. Bvea with the BMtviat average 
uriea, ia rite aonael course of s trod ana 
lysis, the aerie— neriier. i e. the eetimawi 
for 1979-79 sod 197940(note the ahMnHty 
of cht oMtentt of IkhmImU toctof ctiotc 
ie stock, Nole 4) ought to be t a cha du d frnaa 


ioc cdc ■o*w| iTcvifc nraoi. we 
, hossw, refiatasd from duly so hi 
uatatahuhe uniformity ia the thae 
s of the series. As the secoari best 
Hpw2 provides the (raph of Ok awisi 
nenfc series, ■» fhMii »| the a vnra§r i 
ceasrad at 1970-79 to 1901-02 which 
coatain the oedter estiaieter of 1978-79 
aad 197940 A re t warha bi c chaape occun 
ia coeopwisoa to Figure I. The kioks in the 
private sod total capital formation aeries 
art maovad aad the aeries bucotus smooth. 
The Uaks were due to auddea sharp increase 
aad fall ia the private sector capital 
format! oa due to chaape ia stocks during 
dw three-year period, 1970-79 to 190041 
(Appeadbt Ihbie 1). We have already aeea 
: ia stocks in the 


for toe 


ant qehe lehatdc (Note 4). 


to rise at a 
per cast i 
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of the 
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aaaaet growth rase of S 
mid-1970s. accatawted 
hrif of toe 1970s to 12 
a peak ia 190243 aad 
m 4 ie 5 par ceal matt 
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to rile 


the (ear yean fina 190041 to 
(90044. Compared to toe public aactor. 
private capital hnarits grew at a 
atoatauriafly higher ate ef 7 par ceai ap to 
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ore ef 4 per 
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me^f.feiaidiobe 
Ivioe yarn. SlmUarty 
add up to 90*, 

they «e MM to each 

oilier, to Hi ffcMMMMMtofkal sense 
SSmlmay » mx«*y * nMonUp 
rfft ftf tofcwi» unity 

but also 

SJSCft ft*^ *»•*■ Typical example 
crted in uWu nfcnM amdyab is that 
ofmgaraiiftMh.MtftrMftOfcomplemeaiaty 
to tea. not v tee -v a ra to production 
economics tatod on activity analysis we are 
familiar wtih lechokyuea of production 
repreaeattdtyMMon of iapitta normalised 
at unit lewldf «MP« (Doriman. Samudaon 
ukJ Solow 19* J- The input* in any nich 
vector am luwptonwnry to each other 
became in the Menace of any one of them 
the unit level 4#output will not materialise 
Invaat m a ntp taaaiwg l lla m a ro at micro-level 
generally deala with competitive in veatmem 
project*, prqfeeti which co m pete for given 
investiWe laanntnat Hoem uer. them again, 
we r w ^> actual canea of compl emen tary 
project*, laiUmud to ffetd-dunneh. for 
example, is oopptemeMary to a canal 
irT igatian preset. became to the abaence of 
the former, terifafon baueAt from the latter 
cannot matartoHar. la eoutraat. private 
investment toMhe-mdh toaca nal command 
area ia not ooaaptoaaentary to the canal 
irrigation ryttam bocauac its abaence doe* 
not stop or pnvni tbe flew of irrigation 
benefit from toe ayMept tf it, nevertheless, 
takes place, it may partly be iwhiced by 
canal sysieaa'i beneficial external effect in 


raising the groundwater tabic, ft thould be 
noted, however, that negative externality of 
me sys tem, for instance waterlogging of 
miner’s cuHivatodfield, may as well induce 
Pnvate investment in drainage in order to 
«ve the fields for cultivation rather than 
forego cultivation altogether. 

In the fight of theseobaervabons, it iaclear 
that neither of the examples cited by 
(tomtmmtha Rao, noted earlier, has anything 
10 wth complementarity of private to 
pubhc investment in agriculture. Both are 
examples of public investment in • 
infrastructure which may and does induce 
private investment at it creates enabling 
conditions. Public investment in rural link- 
roads is as much a necessary infrastructure 
lot the farmers to invest in tractors as is the 
canal system. Neither public investment in 
roads nor in rural power supply infrastructure 
is counted, however, as public investment 
in agriculture. The notable point is that 
whereas public investment in various types 
of infrastructure is basic and necessary 
enabling condition for inducing private 
investment in agriculture, i* does not have 
to be in the agricultural sector per se. 
Dtnlwala. responding to the widely held 
view of neglect of agricultural sector during 
the 1960s and 1970s. a narrow view based 
upon the sectoral plan outlays (expenditure) 
tad put the point very succinctly . He observed 
duTVhatis relevant tsnot simply investment 
in agriculture but for agriculture" (italics 
Dantwala) "Development of agriculture, for 
etample. requires investment in the 
production of a large number of modem 
inputs such as fertilisers, pumpsets. tractors 
produced in non-sgricultural sector and 


mfrastrocture consisting of trMiport, storage 
and energy" [Dantwala 1986. revised edition 
1991). 

The next issue ia methodological. Given 
tbe two aggregate time-series of estimates 
on public and private capital formation in 
Indian agriculture, how can one using these 
series demonstrate that private sector capital 
formation it complementary to the public 
sector capital formation? Since 
co mplemen ta rity, at we have teen, is not a 
causal relationship, fitting a regression 
equation to the series ia not the right method 
for providing or disproving complementarity, 
even when there is sufficient a priori reason 
to suppose that private investment is 
complementary to public investment in 
agriculture. 

If this a priori supposition in fact holds 
true, it implies that (bating from My initial 
position the direction and rate of movement 
of the two time-series must be the same and 
of similar order, if not identical. Conversely, 
if the movement of the two series it disp wa te , 
then the supposition does not hold true. The 
harmonious nature of the movement foflows 
from the definition of comptementarity. 

Let us now examine the actual movement 
of the two series. The graph of the indices 
of the two series at the constant prices of 
1980-81 and common base year of the 
triemium ending 1982-83 are presented in 
Figures 3 and 4. Figure 4 is different from 
Figure 3 only in one respect. As in Figure 2. 
years 1978-79 to 1981-82 which due to 
moving avenges incorporate estimates of 
the extreme outlier of the yean 1978-79 and 
1979-80. have been excluded from die graph. 
The graphs show that the movement of the 
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io Cm growth 

ofiCMll * “ “■" 

Ij^MaeMioSH 
toitoa*dR9to**e9B.taaddtoo* according 
u, him, dM» was towdh tomto reio private 
... Liimiir <• ipta tow due to falling 
Mrictdaml mm«t trade, and as indicated 
byretoth* totft of tmmtm tm pattern of 
r y fI l bonaWdi to fouour «T non-farm 
activtoca. for ahuM all the atxhors 

ontto i*iHi1 »to> " to pidtHc sactorcapkal 
foonabon i m — n ni to todecltoe to private 
uOOf egglial foMMton during to 19 Mb, 
since they «>t toltoved that latter if 
c oinyh-mai M r y to 
To begtotol*:’ 
that on * tipi (to*. there no decline 
but grow* to f&nm team net capital 
lormadott dwrtaf the 19 Mb. even while h 
has heed M d er aa ti m n id by the CSO 
Therefore, the above explanation for iu 
todtoe or atodSttoaKaa is mtoevani. at heat 
misplaced. Aa ngarde die decline to public 

iectoccapitofarMlttot^ rapid rm of currm 
accoum expaadtom tachaling agricultural 
subtitles la tadaedatocaor to be coaatoered 
B* k is not the eeripauaeae we shall argue 
presently. TheiecoMltoranr.MMty.decftoe 

in the proportion of expenditure o* 
agri c ut ou t and in%WtoO' needs a httle 
dahoratioe. fWy.if the total hodpetary 
expenditure to to e n mia g aa hea hen the 

case through* p a rt e d u nde r co us tderari on, 

a decline to too prop ortion does not 
necesaerily imply eincttok to the absolute 


RssasaKsiscs 

^SSSSSSfOSZ 

•Wtovoa growing at a rale higher dm the 
rete (hiring the 1970 b. a riee to die above 
itoio means that the expenditure on 
Vtottoire and irrigation continued to riae 
daring the I9«0t. 

Serarefly, Shetty has not included the 
expenditure made on agriculture and 
irrigation under Rural Dev el opment, which 
CBt**e to be lifted aa a separate head of 
account since the beginning of the Sixth 
Plan (1990-85). The plan outlay and ex- 
penthture under rural development it made 
on two broad sets of activities: (I) private 
saiet formation under Integrated Rural 
Development Programme (IRDP) through 
capital grants (subsidy) and institutional 
loans, and (2) public asset formation through 
public worts of vwied kind under various 
schemes of employment-ge n eration in the 
rural areas. Figures in Table 5 dearly show 
that plan expenditure on rural development 
during the 1980s hat been far higher than 
on agriculture and allied sectors, h is also 
notable thpt the expenditure on rural 
development hu far exceeded the plan 
outlays through this period. K careful study 
of IRDP based upon a comprehenai vc survey 


amount to 
irrigation'. In 
expenditure on 


by the dtt* 
(reproduced 
Furthermost, toe 
show a 


of fact the total 
••cton hu been 
at is borne out 
by Shetty himself 
Table 2). 



carried out m 19*546. Mrr 
am, came to the conclusion that at the all- 
India level 5$ per cent of the IRDP 
toaaed to asset formation in 
and allied sectors - 14 per cent 
In Sgricuhare proper, 37 per cent in animal 
hm b a n dry and 4 per cental irrigation [Karien 
1997). And IRDP a ccounted foe 6* per cent 
to the total Sixth Ptan expeodkure on rural 
developmen t . During the Seventh Plan 
(1985-90) he share was 57 per cent Thus 
k is that at least one-third to one-haif of the 
plan expeodkure on rural development durh^ 
the 1990s ought to be credited lo agriculture 
and irrigation before one gets die comet 
picture of the public developmental 
expendit u r e on these sectors. leave alone the 
non-plan, current account expenditu re on 
rural development related to these sectors. 

We have gone into the toovc facts ia tome 
detail in order to show that far fromadertine 
in public ex p endi ture (plan and nun-plan) 
on agriculture and allied sectors, and 
irrigation, there was indeed a growth to k 
during the 1980b. Therefore, the case to 
decline either to p roportion or to abs o lute 
amount of public expenditure on these tedon 
u the came of decline in public capital 
formation in agriculture during 1990s is 
unfounded. 

The issue that remains to be meolved is 
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compartoon, to toh'|H» IfiMa m Shetty 
has done (eee toe AjpgMiflRiMtoe 2). ton 
for thta year whatt tot tod 


•uddMly shat 99 -# onto « per ceto. R 
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• j jwwi m Mt»'~ Muter* Finwncmg with cumulative 

m ******* Ik. 75fl» cm 

• iariMlon to Vie Country wWt an asset base 

otwwftlKJQOaw 

• lteeM*tell*FS«te>Hite*n« -CompoundedAnnua) 
Growth RMr of 27%. (A low Swdiofts and 21% in 

DUbunkWkMktkMSyMn 

. nji PreM* frtriinrT 1 " — Mach *• 1994 
( K tpMfltil of minimum 8%) 

. Hl|i MUt quteR Mrl ^ - 1 “ a -‘ 

loan portfoKk 

• A ** ** * **** ■* Mined manpower, skilled in 

prokct **m «* «« rf* «**)« 

- wposure to any one industry 


RISK FACTORS 

• Interest rate risk. Due to deregulation of interest rates, spreads 
may be affected 

• Credit risk normal to term tending business 

• Changes in Government policies which may impact the 
performance of the industrial sector 

• Disintermediation risk in the wake of development of he Capital 
market 

• Competition in toe liberalised scenario horn existing and new 
players 

• As on December 31,1994, i08l had contingent liabilities of 
about Rs 2383 crore on account of guarantees/lettars of credit, 
underwriting commitments and uncalled monies on partly paid 
shares/debentures 


does ndl teteMd 15% 

» Hflwte Cuti JkMng lor an Interrational Debt Issue (B88» by 
tha JR« Band (teaaarch tatek*) obtained by an Indian 
tonowar. Ht^m*CateCk«Rtiik|tor domeslictxrrowmo^ (AAA 
by CMC «te CRSfL) 

• Mwtteted ty FterMM k cowtintei toe workmg ot all term 
lendkg ftewctef Iwfutiiwt boto i Monte wid State tevets 

• M*v rate k WM to Suiting - promotedtessocated in 
pmotion d National *re» taatiUiore such is EXiM Bank. 

m soetawt mx sba sea, otc& care and nse 

a State*** Comparer, uting up a Commeraal Bar* 

• Stweaol mm *T««M Smartoes under toe 

indten MM. UK 

« H#i Mrereti gwMtton - owt Rs 8.500 cron const kUing 
araond 80 % of kite MM mpaired in >993-94 genented 


• UMtiq M ite M* 9*k C*MQ» (BSE) Wd toe Moral 
Stock Etatkop (NSE) 


1 Please refer to the paragraphs on "justification of premium" and 
"managament discussion on risk factors" in the odor document, balom 
making an investment m the issue 

2 In case of oversubscription, the basis of ailotment/atlocation will be 
proportionate and finalised in consultation with toe Bontoey Stock 
Exchange and the Nahorol Slock Exchange 

3 Noshwetiokfer. other Own the Government of todte, can endsaMtinp 
rights in respect of Equity Shares held m tncess ol 10% of issued Equity 


4 The Govemmert ol intka (“Ofloroes") have irrevocably consUhtend and 
appealed W as their aSomey for toe sate ot Equity Stare* ofcred 
m Wms of the Oder Document and to do ad acts, (karts, metiers and 
Bangs a nwy be necessary or desirable to owe efaJ to toe Ofcr tor 
Sale 

5 According to Securities Contract (Regulations) Rules, 1952. want 
issuer s expected to otto at least 25% of each class ol seams to 
me public Any ies*rvs!>on/Krm allotment an be me* o n*» after 
odenng it least 25% to Be public In case ol OBI. toe fcm allotments 
and reservations are being made within the 25% offered to the 
public with the apprmal of toe Government of India, BSE and NSE 
Of 9* 168 port shares being ottered, to* 1 n* ofw to the pitobc is 
10022 crore shirr 

6 Generally, toe issuer is reguued to reMxJ applicatip «wy to B* 
asptarss«toe suuscnption recanred e k>- than 90% ot toe asue 
All development Mtxte mstiM»ns, mooti ng OBi. bwrebeen 
eompwd from the requirement fcresws nwy. toeretore. be wobed 
sftKs even it the subsowbon is less than 90% 

7 D6I proposes to pay exBamcartivfnttaxcaadeig 025% Wttw issue 

amount to toe brokers 
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The above explanation of the dectiac » 
pnbflc capitri formation in ag ri cu lt ure . be 
k the nreiatto proportion of current accowu 
to total public expenditure on the lector or 
the iacnuitf proportion of public sector 
plan expenditure going 10 support prime 
capital formation in agriculture, is of n 
merianlcil nature. U it like saying font for 
a given t, if x increases, y moat dnew n ae 
wheaziaasumof sandy. Tbeseexpianreiam 
haw ao behavioural significance at *H. The 
be ha vio u rs! explanation of the divergent 
novenetf of the public aector pian 
expandbure on agriculture and public sector 
capM formation In f fciilm lies in the 
political economy of the govenuneat't 
agricakurai policies which crystallised 
tewtadt the dosing years of 1970s. with the 
foramina of the laoau govcnaarni at the 
centre m 1977. 

Itaunr*. Eodmomv Exviammiqn 

This new politics of agricaltoial policies 
was a product of the green hnslarica. 
Ones revolation. which had rua a 
aacearefal course oner 10 years ptecadtag 
theckaiag yean of the decade of 1970a. 
produced two am imh. Pina, h made 


lemiaaa 


aaw a thiag of the peat. A 


30. 


dm-All Mi Kksau laMn, a foaat* 




imAtmA ggr WtlV ii h OM BUMfe StCPST 

capital form at ion to agriculture deeftnad 
dntg gw |90Qs, addle public expenditure 


add irrigation) condnoed to prow7 Thr rtae 
in the abate of current acc oun t ia the total 
expenditure oo the sector is indicatiw of the 
i n r n o s i ng c on a trtirt on the abate of fond 
svaBafela for j ov caoneot. At the tame than 
it is also notable (Table 5) that the {dan 
expcadfcttre. i c, public exp en dit u re on 
toveettasM continued to rise through the 
1900s. notwithst a nding the shottfoB (torn 
dm targeted amount in respect of irrigation 
during the Sixth Plan. Yet, if public capital 
forma ti on to agriculture dac(iaed.a» la poiat 
of foct it (fid. it meant that indenting 
p roportion of the plan expenditure went to 
support private capital formation in 


two ways* Hnt, by 



since every one hot lo arerfiat a owt of Ida 
prrditn Wreapcodve of fit foct fig fit 
nwr|^nalfe?^^ n s a p cd iB§yitnfitotHit b ii jy u t8 
of food and attoar adfole tores (ICMt 
Working Group I90OJ. Second, by 
dam end i ng and approving a nu^or 


fUfJf 

hie motored to the toon of gw d i (refill Jy ) 


(IRDP) targeted oa small and mtrgianl 
formers, and to an extern on the iandkat 
labourers too. Both arejuttiflobtc and indeed 
haw been jti rtfhtd on gretmdi of nnfionnl 
food sdf-sulficiency and social eg ufi y. 


ofthcindlvideal former. Jtiairvioait cwtain. 
and k cantodeptoyudaaandwfinamgahed. 

During the 19fi0a forming group totriui 
<M prevail upon the diitiniiartlos of 
ritoendon of public fondt orerentoed for 


(Wan niral tafia. TMs strategy has woriud 
s u c c assfofly . and there appears to he an 
reason to befiew that h will net work in Ihs 
foreeeenble ftnwc- The ttntagy to recurs 
and tram far mers* htterert. indnad to 

wwoee snxmivwwr Mnvwsna wsreas^ms s^nro^w wr 


ta the thereof 


The story of 
easat account 


determine me agrictdhm! policies in their 
hnewrt Is hnplementod through fomtets 


nr a ct anl afiMnent pre^nauna. We shall 
aot repret it Hare our anarept is to present 
sores evidauen to stow that the share of 


thnr p ower at state capitals and hi Deft), 
as and wtoa anceaaary. There ia topdMcd 
party which can afford so re im da hrereree 


in sgrirptone alreort d eride d durin g the 
1900a compared to 1970s. Wa do not havt 
the total picture of the flow of foods from 


the ratal mn s ritat e ri cs. 

At any time agricritnnl policies, and far 
that matter all econemi c policies are 
fianailrtriil and fi*-y** r f to serve a art of 
two interests; rochd interest and private group 
or dare i atan m . When the social torero* 


Institutional term loans rfiahuned to 
agri t u lroro . h» tutor w otd t for p rt vat e t s piui 


the stats exhibits its 
There «« drees, h 


eshfldta Ms 
iracter. To 


ore by the ladfoa pownunere ia add* IfSOh 
and the New Agriralairri Strategy polirics. 


dre hear half ef toe 1960s. 
aft nrenareaeut state, Wl 
of fie grenr tmledne Wa 


Table*. k«ig be aeaa that dwradofradusllv 
want up firom 25 par coat in 1969-70 to U 
per cant in 1979*10, an increase oi t 
p a tt re ua ga po ta to am agretedoflOytao 
Than. Jnrt In ene year it Jurepad to 46 pc 
cent in 1900411. and with a alaor (alt u> 

WMnan| ywsMKMivpfli jmpmeen 

in the tart yaor of the Shaft flaa. 190045 
DuriagdtsSawrehltaM IfUWfiit twtfed 
fiatware T2 to 66 par rent* ret aa avcnic 
Whereas taodtodoori Anaadag of prime 
■w or p^toN mwmam m| w rw 
wM lo hb mm ot r* pw 
eare.it wren op to over 90 pw ceat tnpi^ 


yeeraaf 1970awfili-h pularidal aflhdreriw flaw uf dfipHul 


fint fit 


total flare Hag. there » 
grant foufiatty) from 

, which uredMnfitadta 
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capital flMMHa* jto aptaMmc to die tune 
of 35 parWtfcl 0» i w ii wvofatton penod 
^ w iouc*nMOpnraM*inthepo«-grec» 


lit dear Hut 
m Ik* peMcd tommy of agricultural 
poUck*. oAtth look mot doting the late 
1970k pOkttc W orn ri n g of the private lector 
capital fur i— ri oa ki africnhore became the 
priority policy oonoern under the pressure 
of fcnoteo' itaroat groopa. Rapid increase 
in the rftam of comat amount expenditure 
tonwet tkalnlaa—ilfnr pmtkn tion subsidies 
plus this priority cosnwn to finance pnvate 
lector c op mfwm o riroi did not leave much 
mom far the state for puNic sector capital 
funwatio* growth. The real cause of its 
decline in too l tow— during the 1980* thus 
lien in the politics of the state's agricultural 
policies. 

Them am a few cutaneous forces worth 
noting, which ameryad during the 1980s and 
restricted wharinw au t on o m o u s choke the 
state was left Cor p u s hi n g up puttie capital 
fonanrion SO agriculture, whkh has largely 
been hi the major and medium irrigation 
t was the escalation cf the per 


hectare cost of these systems compared to 
the minor i rrigation sources, largely in the 
pri vote setter (Table 7k The second was the 
forcefW riae of cn vhomnemalisi movement, 
domeodr oa wed os foreign, against these 
systems during the 1900s. By obstructing 
the construction of thaae systems the dome¬ 
stic environmeshollst tacreditty added and 
continue in add to thnir gestation lags and 
theraby to the costs. Foreign environ¬ 
ment lists to rm odo d in supping bilateral 
and moMlMeritf aid or making its release 
condttoMl. taKMaidarimd change m the 
dra ig o of Mr tymnnu. The Narmada system 
uaborohagcaae In point. Phsaily.increditte 
at h odglti aaaro, ftss foderal character of the 

DIM 

in irrigation 


\ dm 



*®_^ eBc y of capital use in 
To sec how the efficiency 
of capital in agriculture changed over the 
period under consideration, we have 
P^* enwd die relevant statistic* in Tabic 8. 
The figuresofincrementalGDPin agrkukute 
and gross fixed capital formation IGFCP) 
m the sector are averages of the sub-penod 
drawn from the respective three-yearly 
moving average series a 1980-81 prices. To 
be on the firmer ground we have used fixed 
rather than gross capital formation for this 
purpose. The change in stocks, which forms 
pan of the latter, does not contribute u> the 
year s output but to fixed capital formation 
in succeeding years. Inusingthe fixedcapital 
formation too, there is the problem of time 
lag. Fixed capital assets, construction of 
which is completed towards the end of the 
accounting year, and so also the machinery 
acquired towards the end of the year has not 
enough time for deployment in the current 
year's production process. Construction 
projects, like major and medium irrigation 
systems come to be accounted in fixed capital 
formation as partially completed assets 
during the year, though these have several 
years longer gestation periods. Due to such 
differences it is very difficult to account for 
the time-lag bet ween fixedcapital formation 
and current production at the aggregate sector 
level. We have earned out the exercise 
under two assumptions: (|) there is no time- 
lag, and (2) there isone year it me-lag bet ween 
fixed capital formation and agricultural 
production. Both arc arbitrary, and 
conventional, at best. There is. however, 
some justification for short or no time lag 
(few months within the year) in the 
agricultural sector, except for fixed capital 
formation in major and medium irrigation. 
The estimates of incremental capital output 
ratio (ICOR) and marginal efficiency of 
capital (1/iCOR) under no time-lag 
assumption are given in Table 8, columns 
(4) and (5), and those with one year lag in 
Table 8, columns (6) and (7). The reader will 
notice that there ts no significant difference 
between the two sets of estimates. For 
purposes of analysis, therefore, we shall 
confine to one set of results gi ven in Table 8. 
the one under no time-lag assumption. 

As expected. Third Plan (1961 -66) being 
the initial period, incremental capital-output 
ratio is very high and therefore marginal 
efficiency of capital very low. This was a 
period marked by very iow growth of 
agricultural production and great policy 
emphasis on developing canal irrigation 
systems. The next period of three-year 
Amwal Plans. 1966-67 to 1968-69. showing 
lowest cqrital-ompui r»tio and Highest capita* 
efficiency needs to be excluded from 
comparison. because it was an abnormal 
penod The severe drought for two yearn m 
the beginning resulting m major Wl m 
production and a good pick-up m the last 


yew «e responsible for very high growth 
in sectoral GDP and very low ICOR. The 
Pourth Plan period corresponds with the first 
phase of the green revolution. Here a y i n 
the end of the period. 1973-74 was a bad 
agricultural year. But under the New 
Agricultural Strategy, rapid development of 
minor irrigation had continued since 1968- 
69. As a result we observe an ICOR, which 
is high but lower than in the Thiid Plan. 
From the Fourth Plan onward the picture is 
one of falling ICOR and rising marginal 
efficiency of capital, until the end of the 
Seventh Plan (1985-90). At the bottom or 
the table we have presented the estimate* of 
ICOR and marginal efficiency of capital for 
periods longer than the plan periods. These 
broadly correspond to pre-green revolution, 
green revolution and post-green revolution 
periods. The last one corresponds to the 
decade of 1980s during which real public 
capital formation indeed declined and caused 
a great worry among some economists, 
planners and policy-makers, as we saw in 
Section I. 

The results show that the ICOR fell from 
about 7 in the pre-green revolution period 
to about 4 in the green revolution period 
and further to 2.4 in the post-green revolution 
period of 1980s. Correspondingly, the 
marginal efficiency of capital increased from 
0.15 to 0.28 and further to 0.41. This 
happened because sectoral GDP growth in 
the successive periods was comparatively 
higher than the growth of fixed capital 
formarion.ltshouldbccleartliateventhou^i 
real public capital formation in agricuitere 
during 1980s declined in absolute terms, 
thdre was more efficient use of capital in this 
period compared to 1970s when capital 
formation had grown faster which should be 
a matter of satisfaction. 

In the Iasi column of (he table we have 
presented the ratio of gross fixed capital 
formation in agriculture to sectoral GDP in 
percentage terms There is a dear rising 
trend, although slowly, and with marginal 
variation during different plan penod*. 
Considered over longer periods the ratio 
increased from about 7 per cent in the pie- 
green revolution period to 8 per cent during 
the green revolution and further to about 9 

per cent in the post-green revolution period. 

Since agriculture's share, in the GDP 
decreased (Appendix TaMc 3) from abate 
46 per cent to 42 per cent and came down 
further to 35 per cent in the corresponding 

periods, it is due to the rise in the above ratio 

that gross fixed capital formation in 
agriculture was maintained at 3 per cent of 
the country'sGDP through the whole period 
under consideration, ft is remarkable that 
while a sector's share in GDP was falling, 
its rate of fixed capital formation was 
maintained constant over a time span of 30 
yewv The neglect of agriculture, often voiced 
in the literature is in fact baseless- Similarly. 
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jamtawat in raw! roads, rural powersupply. baue expressed grave coucuro about We tad their dee irad eff ec t on 
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T* *eH» in 


sZmAm** ** W4*S have alio 
ftllai te Ifou. I * *" * * <>« — forthrightly 
Tt>e««my«wdi« « ww t1mrr B C o r i*cttuw 
the ti i u Mw «C4«diw is pubHe capital 
fount— »—t — of twwproe flow to 
iili .liwiatfn/irrfTnfT^irTrr nrmi 
account* aap aad h w on subsidies md 
sipewiMwc M capital tarnation. On an 
opfaafc m» bt a ih lmin wil, 1994-95 
fMM* •» «tat it calls a ‘welcome 
reversal’ «f dfodaciiaing ratio of grow 
coital Ibmatkn Qnblic and private) to 
wmmi if fMiwMtiirf on uricuiture 
Md 8M») *» W3-04. Since this 
ratio is inclusive of private capital 
fonmtlOA. la aflfcct it sidetracks the real 
(Mae rrirrV aaaaaty. (be decline inputOc 
capita form a tion w-w-Wa current account 


la tka piWMt study we have taken issue 
with these claim* and contentions in 
particular with the hypothesis of 
coapteaMdarity. As a prelude to the 
aoaiyait we have carefully examined the 
rvfrhasoerapifl formation in agriculture 
and found them suffering from 
iinrtruiefiaanrten in respect of the private 
moot on several grounds We 
have sought mi provided explanation of 


the behaviour of public and private capital 
fonution in agriculture during the post- 
green revolution period of the 1980s in 

terms of its political economy. Since capital 

accumulation for the take of accumulation 
it meaningless, we have examined the 
efficiency of capital use in Indian 
agriculture during the last three decades. 

Finally, we have argued along the line 
of M L Dantwala that the relevant question 
is not simply investment in agriculture but 
for agriculture. We have at the tame time 
tried to re/lea upon (he prospects of public 
investment in agriculture, particularly in 
medium end major irrigation which 
accounts for bulk of public investment in 
agriculture. The results of the study are 
presented below in summary forms. 

The CSO statistics on private household 
real gross/capita) formation in agriculture 
for the decade of 1980s are underestimates. 
Change in slocks for this sub-sector relate 
to livestock only. Supplies and materials, 
works in progress and outputs held by the 
fanning households during the accounting 
year have not been included in the change 
in stock in the household sector. Inventories 
of cash crop outputs held by the farming 
households have been ‘assumed to be 
negligible’ . And, those of food crops held 
by them have been accounted in the trade 
sector. In respect of Ji vestock itself a check 
from the Livestock Censuses reveals that 
the change in those stocks have been 
underestimated and the scries for the 1980s 
is inexplicably erratic. The estimates of 


fixed capital for the households sector under 
the category ‘conatructioo of assets’ are all 
probkm.uk; based as these tie on the dated 
RBI Survey and made dependent on the 
index of agricultural production. 

For the sake of argument, and as the 
second best available alternative, we have 
accepted the CSO statistics as they are, and 
subjected them to a trend analysis, co vering 
the period from 1960s to 1980$. In brief, 
the results for the 1980s ate as follows. 
Public sector real capital formation at the 
base of 1980-81 continued to decline 
through the decade. In contrast, private 

Ammon Tabu 3: Pm CsttShakbot 
AaetcuLTUU Seen* in Total GDP 
at 1910-81 Paten 


Period 

Shan of Agriculture 
in GDP 

t Third Plan 

46.63 

1961/62- 1965/66 

2 Annual Plans 

43.71 

1966167 - 1968169 

3. Fourth Plan 

42.87 

1969/70- 1973/74 

4 Fifth rian 

40.47 

1974175 - 1978/79 

5 Sixth PUn 

3676 

1980/81-1984/85 

6 Seventh Plan 

32.72 

1985186-1989190 

7 1961/62- 1967/68 

45.75 

8 1968/6“ - 1978/79 

4189 

9 1979/80- 1989/90 

35.03 


Same Same at in TaNe 2. 


Art ■mm Taate 2: Exnwpm*£ on Aotru.Tu« and Imcaton «r CetrmAL* and Stats GovnmieNTS 


(fit cron) 
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1 1971-n 

1 1972-73 

i ITO-IJI 
; 1974-75 

! 1975-78 

• itw-n 
I9TM8 

? 197MB 
- 199041 

i mm 

{ W*M* 

• ana ana 
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Total Agriculture Irrigation Total 
(X) (5) 16) O) 


■ m 
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181 
18T 
4 230 
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Total 
Col 4+7 
(81 


Excluding ODPOrigi- 
Interest mnngin 
Payments. Agricuhe;. 
Subsidies JCuntot (4)a» 
and Defence Prices hrCest 
Total °f (8) 

(9) .(10) (ID (l2 > 


(3)as (8)asFtr (Das 
Per Cent Cent ferOwt 
of (6) of GO) ofdl) 
(13) (14) (15) 
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9BC9DT CSpttH lOnMDOa COVHmOQ IQ rag, 

during I9WV-B1 10 19«J-*4. Tout cxpitil 
formation shows a mixed trend. A marginal 
decline up to 198748and then a rise made 
possible by private sector mote than 
compensating the fail ia the public sector 
capita) formation. 

By definition complementarity is a 
relationship of being and acting together 
so as to produce an outcome which neither 
of the co m plements can produce all by 
itself. Co mp l em e n tarity does not stand for 
a caasal relationship. Therefore, fitting a 
regression equation between private and 
public capitalformation series, finding high 
positive elasticity ofthe former with respect 
to the latter and thereby claiming high 
compl em e n tarity between the two Is doing 
violence to the concept ofcompl em e n tarity. 
This method or approach based as it is on 
the assumption of causality is the wrong 
one for providing or disproving 
compietnentarity. Complementarity can be 
properly explored only at the level of 
i n v estm ent projects, as for instance private 
investment in field channels corre sp onding 
to public investment in canal irrigation. 
The benefits of the latter cannot accrue 
without the former, hence complementary. 
At the macro aggregate level of the capital 
formation series, if one is forced to explore 
comp l eme nt ari ty one can approach the 
problem Ait way. Start by supposing (hat 
the two aeries are complementary. It follows 
Bom the definition that if the supposition 
is true the direction and rate of movement 
of the two series from any given poshioa 
most be (he same and of similar order, if 
not Identical. Otherwise the supposition is 
false. We have shown that the supposition 
is inde ed false since during 1960s and 
1970s though the movement of the two 
saries was iu the same throctson, their race 
cf m ouesnem was quite disparate, aad 
during the 1980s they simply moved in 
tKve r f e nt direction. The co mpi emea larity 
hypothesis, therefore, stands refuted. 

r. we have also clarified that 


vraoe (Vb'WIQ 


aid should sot be 
other. The tatter is 
causal, h arises due to positive as wail as 
Negative externalities of investment 



the second factor-W 
firm tenet; In aomihel terms 
of expenditure ( centre end times) on 

l|nCVtQnt M hi^IQM Qirni|TC iTQfl 

ranged b etween 11 in 14 per cent of the 
total co mpared to 3 to 13 par cant during 
the 1970s. The propor ti ons for the !9B0s 
need to be 'further augmente d due to 

auwMkjIUuro aaua uwuLwih^M 4 ^m 

CXpRNAiln OB l|nCiinV0 WO VTI|pDBR 
WW 0T TuTm i w y id Op WCB I, WHICH CVaQ IO 

be listed m a separate bead of acodunt since 
the Sixth Pino. Our examination shows rimt 
between one-third to half of plan 
i xpewdiiuw on null rtniiliiprnirit ought to 
be credited to agriculture aad irrigtriee 


There is 
from 6 k Lift to Right 
ar can afford to remain 
far 



at private 
fiammUonfuMriculMredurinuthe 1960s. 

, to from a decline. 




(hSltST The 
mtie (I00R1 Ml 


(II decline in dm in the 

to 2.4 in dm 

of dm > 966 . 


I,' , ,, ,,t 

la this coutoxtdjere are Twoatom fault 
wordty of was*. rilntiy, sgricuinsreSacter*s 
own rata of invaaanem, the rttfn offload 


tncfubaad fan about yper cent inthepsu* 
groan f*veiuti»p*riedto4 per emu iattw 


sbMethe share of sectoral OOF Mi Bum 
46 to 42 and farther to 35 par rent of the 


it turns out 


The real behav io ura l explanation-of the 
sim ul taneous rise in public e x peid h Ure on 
agriculture and irrigation, rise iathe share 

OH CtlfTBM ICCOBM CXp(OQHWu« mKftDu Hi 

public capita! formation and rise tt private 
capital formation lies in the political 
economy of the agric ult ural policies wMch 
took root since the lea st s government in 
the late 1970s. Success of the green 
revolution galvanised the farmers into 
politically conscious, interest seeking, 
organised groups sw-e-vfr government 
policies. They and their interest coma to 
determine the nature and content of 
agricultural policies, the patient and rise 
of public expentfiture on agriculture. It hnd 
been in their interest first to maximise 
current account expenditure which directly 
a e r ro *r as subsidies and l * | * B out of tba 
balance available for capital formatioa 
inastmi»cftirriiarra)siip[tnif|ri»au rsyUsI 
fo r ma tion in the form of sob term loans 
and capital grams, the residual only being 
available for public capital formation. It u> 
noteworthy that whereas public financing 
of privase capital formation ia the groan 
ra vo fa tm a period was of the order 35 per 
cent, if went up to 60 par cent in the post- 
green revolution period, i e, 1960s. H is 
not surprising that while the country is 
currently faced with the problem of 


rale of fixed c api ta l 


3 par com of tbs national OOf throughout 
die 30>yaur parted under csaslderatlen. 
This it a r em arkable feature of cam for 
teuton* for any developing couasiy hi 
the.world. The thesis of aegleci of 
agriculture, often voiced in the Marmme, 
is hi fact baseless, furthermore, there is 
disasirotts ahem the Alt in the 
' a asetor in total Invevtawat of the 
acoaomy when Hs share in the GDP MU 
What is relevant is the sector's own rate 
of investment, which in the case afladlsn 
agriculture .bus been rising. 

(TMHji wNHlpNWKIBQH|R<BnvN IWIUy 
has net be en aga i nst public s ec to r capital 
formation in agriculture. Our attempt 
instead has been to examine the problem 
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itoftgferaad* 
i«ooap< ton c«m 

rfMOfconptanenurity 

gjgHtoto«»Hil fanuOoo. Public 
Vu mtd for agriculture In the 
tit and will continue 
I to awn for agricultural 
t at pnMfc investment in major 
Md tototor Mgtokm tyatem* la necessary 
to la puUk investment in 
SHpgiy systems, input 
mariet yards, the 
las investment in agriculture 
and ton fester tor agriculture. 


was rsaaawd and 
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of materials and supplies, 
and finished products and 

of producers and dealer. 


at toe end or toe begMaiag of tbc accounting 

} Torn! Inventory in agriculture and allied 
activities In period I net of inventory of the 

pablicaaeisr yfetto mtetonry ia toe private 
aactto. Ifel toffbonce of inventories in i mid 
t-l gl«m « toe Cfetogt in stocks for the 
ndHfeaMtoeprivtoe sector* Since we have 
• tot OCP to them sector and 
( OOP, « OffCF, ♦ Change to Mock. 

*«. It to only to generate figures of 
i in atoefct to agncuhurt 
and fet bill to batwaao toe public and 
private sectors ttoce 19*1-82 at preseated 

to Tsb fe i. -litoeiudBd toe 

toafenUfeMt and dartodUag to number. ( 2 : 
yarn, gwwtog to i 
af one year an 

saber. (4) i 

raadifcow net to arilk again 
(. ( 5 > pigs, and (b)poatey. 

. g» CSO estimates of 
t to atodha in tortBdtom fw toe yemt 
mi-nm IIWMfitogivsntoA p p rndu 
Ttola i appanr aa bs dtourdty high. These 





recontiitated to 

„ . ' m pe eseaus ivei. Late 

Kq Krishna toarad with oae of as in a 
private meeting in Ms office in the Yojaaa 
BhawM tome time ta 1971 what difficulty 
^ **• facing with Chaudhary Cbsrsn 
Siagh. the then deputy prime minister who 
wanted the that* of plan allocations for 
agricoltBre to be railed tobstaiuiaily. Given 
the input-output table, intersectoral plan 
model runs would not yield a higher share 
allocation for agricattare than in the 
preceding plana. Raj Krishna tried to satisfy 
the Chaudhary by pointing to allocations in 
other sectors like power and fertiliser 
industry which were indeed for agriculture. 
Whereat this was welcome. Raj Krishna's 
argument that agriculture sector would not 
be able to absorb higher allocation 
directly. Chaudhary would not und e r sta nd. 
Later in 1979 at the function to celebrate his 
appointment as prime minister be talked 
about ‘Ktsan power’ and proclaimed 
himself as the 'First Ktsan Prune Minister 
of India' That period also inaugurated a 
brand of competitive populism that would 
not be restrained by financial norms. 
Note, for instance, the loan write-offs and 
subsidies for every damn thing like calile- 
fecd. 

7 The noticeable fall in the ratio since 1989- 
90 is attributable to the massive loan write¬ 
off of the Janata Dal government, which pul 
the financial institutions out of gear. Populist 
politicians fail to realise that offer of bonanza 
ai public cost results ia the accrual of one 
lime gain at a loss of longer term gain. 

■ These proportions reflect the general 
financing pattern. In care of projects for 
scheduled castes and scheduled tribes the 
grant portion ranges from 50 to 75 per 
cent. For conversion of land under 
shifting cultivation into permanent 
cultivation ibe proportion goes up to 100 per 
cent in some of the hill stales of the north¬ 


east 
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The widely shared view that there has been no si gni ficant decline in poverty At Puajah despite the 
agricultural growth of the last three decades does not s po on wish the obs e r ved gtot in d re a bty hi the state’s vdUdphs. 
Analysis of treads in rural poverty im Punjab shows that there Is a decline not only tu the proportion Of the poor, 
but also in their absolute numb ers. 


A widespread impression pre v a le nt ia 
academic circles is that there has here ao 
significant decline in poverty in ratal Punjab 
despite the impressivegrowth ofagricultural 
production and productivity over the last 
three decades of the green revolution. In 
Act, this view has («■—«i considerable 
notoriety and is now frequently cried to 
ttkostrate how a successful agricultural 
revolution may bynast the rural poor. One 
or two rt ampin from recent literature will 
probably suffice to show the wide currency 
Ibis faupiussion has gained, la a recent work 
Michael Upson (19*9. p 4) has asserted. 
"Yet even in the Indian Punjab. which has 
consistently been at the cutting edge of 
■ in LDC food prod u ction, 
of poor people en able to 
fc diets has fatten very 
and even that otriy recently, la 
19*5-1975 - while the MVs were spreading 
over mare than 70 per cent of Indian 
ftsujah’s farm land (and more thin doubiirtg 
its food yield) — there may have been no 
improvem en t at ail in human nutrition, in 
the p rop orti on of poor people or ia the 
t s eve rit y ofrater poverty". Around 
etiamfVaa*Cffu*uri(l991.p 19) 
idling the Knpbcaee in same yen*. 

' "WMte poverty to Punjab showed ao secular 



in Pur^eb' perttits in 
AWuwalia*a(197g)aludy a 


drire 
i lo bo largely 

in 

the aunds of scholars; the absence at any 
subsequent condarive evidence m the 
contrary snson to have helped in keeping 
it alive. Our ttntch of triernkMftsMggsmt that 
ao rj'iwanatir analysis of nods in rural 
poverty to the reorganised Punjab for the 


of timt trend in rural poverty in Punjab are 
gin con flicting; in met one finds sfi the 


For 


i So exist That is, ie fret, what prompted 
us to make a systematic analysis of the 
nature red pace of bend ia nasi p overt y ia 


revolution, and the 
is this 


Ovmtvww or Externa 9nnm 


in finjSb hm here snsfysed, in i 
as pmt of foe exenctee on trends hi 
poverty in JHftnat states of bade. The 


. . nw3> 

(1975) fo u nd un u p wa rd trend in rural 
poverty h» Punjab during rite 1960s 
AMuwatt t (197 t) reported** aberere o , 
ssqrtrendiaruraipovurtyhiPutesfs-llarysna 
over the 1957-5*/! 973-74 period; Chadhs 
(19**) found a downwa rd need over the 
196467/1977-71 period; wereriy Mtoha* 
etsl(>99l)tepartedths absence of mgr trend 
during the decade of I9fl0t; end son more 
recently Ninsn (1994) has reported 
hwignlftrsnt trend coefficients for rural 
poverty to Punjab during 196463/1968-hu 
as wefi as 1969-70/19*6-1? period In 

KHUIKHl CO nWf (Wl firUPf wDOaHM on 
die nature of time-trend to nrai povem 
to Punjab. these studies also suffer from 


erode their miisbilit) and retevanre for 


Tails l:Nurea^PscvosTtoN or Pana/Umu Poca — Itoam. Itsnas. 19*461 in 19*491 
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of hand 
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Ihe green 
>.* Awe stitdiea 
,..i , m 11 llfraheir dm ocher segment of 
(fcfffiiritdMdjMaelMagaae into the mure 
of Hand am dm eadm period of about 
dueedacade* Furthermore, mo* of the»e 
tOiUmatt lot dm combined territories of 
Pwyab ami Haryana states and therefore 
not extetiy rrievaat far understanding the 
nature of traod in rural poverty in the 
i ro i f ro h d rt am of Punjab that came into 
ex UM o ne io Lastly, these studies are 
aiao inootnpieae to the tense that only 
temporal changes is the proportion of poor 
in rural population has been studied; no 
examination of temporal changes in the 
abeo h r te a umbtrr of poor in rural Punjab 
hat beea a ttempte d, la the present study, 
we have made aa attempt to discern the 
Mtttte aad pace of bends in the number 
as well as proportion of poor and ultra poor 
in the rats arena of the reorganised state 
of Punjab over the entire period of three 
decadee (1960-61 to 1990-91) for which 
information b available. 


Data 


Estimate* of poverty in rural Punjab 
jm. seated in this paper ate based on the 
information oa consumer expenditure 
distribution available in various NSS 
L jnumis ffxp an ihtute survey reports In the 
NSS tepott a a apatS c table* on consumer 
i xp e n d rtur s tMstribution for the reorganised 
Punjab stale atari from 1963-64 onwards 
and 1990-91 is the latest year for which 
such information is svwUbie For 196062 


period, we have worked out estimates on 
incidenc e of rural poverty is the reorganised 
Punjab sum from the information available 
in IUganaaaa(1975). To obtain an adequate 
sample size, she had pooled data for NSS 
16th aad 17th rouada and that ts why we 
have aa average estimate for these two 
year* (1960-61 aad 1961-62) taken 
togathet. So out estimate* of incidence of 
poverty ha raral Punjab covet almost the 
eatin span of three decades (196061 to 
199091) which ooctmprmda approximately 
to grow ra vele ti ea period in Punjab. 

Peronttmatiag the maMber aad proportion 
of pear la each year for which information 
was avaflabie, dw widely used Head count 
ratio aad 6e waU taowa Bardhan (1973) 
poverty Uae was need. The base year 
ptmuaty Hat ta? raral P u ^ ab (Rs 15.90 per 
capita anadtiy anpeadHure at 196061 
prices) waa hdhaed far the subsequent 
yeanoadwhmlsof chM^es i* consumer 
pries iaaflt far agrioafcaml labourers. The 
aamhur aad proportion of the extremely 
' pnra(ru6aduiMt|iBt) waaalaoestinuaed 


aa 


per capita 
dMO M> per cent of 



1 

1960-62 

to 

Proportion 

0.78 

33805 


1990-91 

Number 

0.66 

3.4145 

2 

1960-61 

to 

Proportion 

0.76 

3.4487 


1988-89 

Number 

0.57 

3.2825 

3 

1960-62 

to 

Proportion 

0.54 

3.4479 


1983 

Number 

033 

3.2792 

4 

1963-64 

Proportion 

0.86 

3.5343 


1990-91 

Number 

0.79 

3.4194 

5 

1963-64 

to 

Proportion 

0.89 

3.4368 


1988-89 

Number 

0.81 

3.3213 


-0.0638" 

(7.58) 
-0.0472" 

(561) 

-0.0487* 

(6.58) 
-0.0322* 

(4.34) 

-0.0485* 

(3.56) 

-0.0317* 

(2.32) 

-0.0714" 

(966) 

-0.0549 

(7.43) 

-0.0508" 

<1038) 

-0.0403" 


1963-64 

to 

Proportion 

0.82 

1983 

Number 

0.72 


3.4925 

(7.45) 

-0.0660" 

33752 

(6.78) 

-0.0491" 


(5.10) 


Nines- I Proportion is per cent of population; Number is in lakh persons. 

2 Figures in parentheses are t-values. 

3 s indicates significant at I per cent for a two-tail test 


Tasue 2b; Trends in NuMara/Pnoroimon or Ultxa Pooa m Rural 
Puhjab ftEoaeuoN Results (1960-61 to 1990-91) 


Row Tune Dependent R-Sqt Intercept Slope 

No Period Variable Coefficient 

(Log Form) of Time 


1 

196Q-62 

Proportion 

0 77 


10 




1990-91 

Number 

0.69 

2 

196061 

Proportion 

0 77 


to 




1988-89 

Number 

0.65 

3 

196062 

Proportion 

059 


10 




1983 

Number 

0.45 

4 

1963-64 

Proportion 

085 


to 


0 78 


199091 

Number 

5 

1963-64 

Proportion 

089 


10 

198*49 

Number 

0 83 



V’ 


6 

1963-64 

Proportion 

0.83 


to 


0.77 


1983 

Number 


2 9494 

-0.0806* 

(7.45) 

■i.7840 

-0.0641* 

(5-931 

2.8106 

-0.0651" 

(6.86) 

2.6467 

-0.0485* 

(5.13) 

2.8323 

-0.0679" 

(3.95) 

2.6639 

-0.05KP 

(2.98) 

2.8796 

-0.0895* 

(9.05) 

2.7647 

-0.0731* 

(7.40) 

2.7775 

-0.0748* 

(10.07) 

2.6622 

-0.0582* 

(7.89) 

2.8641 

-0.0894" 

am 

2.7469 

-0.0726" 

(5.83) 


Mwr. I Proportion is per cent of population, Number is m lakh persons. 
2 Reams in parentheses ait t-vaiue*. 
j ugmBcanl* I per cent for a rwo-tad lest 
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Analysis or Ttam IN fto*t*iY ' 1 ' 


The estimated number and p roportion of 
poor and ultra poor in rural Punjab in 
different years of this 30-year period is 
given in Table I. Even a visual inspection 
of the information in this table leaves little 
doubt about poverty incidence having 
declined in rarai Punjab during these 30 
yean. The peaking of poverty incidence in 
rural Punjab in the mid-1960s and 
couaidemble year to year fluctuations around 
a downward trend are also quite evident in 
the four poverty aeries presen t ed in this 
tabic. The statistical analysis of nature of 
trend in the number and pro p ortion of poor 
and ultra poor was done through throe 
different procedures: (i) by estimating semi- 
log trend equations through OLS; (ii) by 
testing the statistical significance of sign and 
size of differences in (he mean number and 
proportion of poor and ultra poor in the 
second sub-period (1977-78 to 1990-91) 
c ompared to the first sub-period (1960-61 
lo 1973-74); aod (iii) with the help of a non- 
par a metric rank test for trend 
To begin with the semi-log trend equation 
(log jr»i + b. Time) was fitted to all the 
four poverty senes given in Table I. These 
bend equations were estimated for the entire 
30-year period and the results are reported 
ta Table 2a (row one) and Table 2b (row 
one). The estimated trend coefficients in all 
the four cases (number/proportion of poor) 
ultra poor) arc statistically significant at one 
percent level and have negative signs. The 
scwscftvrty of these negative trend coefficients 
in changes in the base and terminal yean 
was tested by re-estimating these four 
equations by alternatively dropping a few 
ebaemxioitt at each of the two end points 
ofthi* 196041 to 1990-91 period. In all five 
acta of two equa ti on * each (separately for 
poor and ukra poor) were estimated for this 
pntpoa t and the results of that exercise are 
also detailed inTabte 2a and Table 2b (rows 
two to five). The robustness of (he downward 
trend in ibe number and proponton of poor, 
mdicread by the initial exercise, was dearly 
c o n fi rm ed by this sensitivity analysts: the 
(send coefficient being negative and 
atguificam as one per cent level m each of 
thca Oc qne ti o m reported in theac two tables. 

Nett, we tested the sign end size of the 
d Mto wn ce in the mea n n u m ber and proportion 
of poor and ulna poor in the seread sub¬ 
period (1977-78 to 1990-91) co mp eted to 
dtt fiat sub-period 0960-61 to 1973-74). 
The entire 30-year period (1960-61 to 
1990-91) was broken Into two equal 
sagneets. but since info rmati on tor the 
yearn 1974-75 to 1976-77 is not available, 
re flm re b-fmriodsare arid s tart leap ocrively 
it1 973-74aadl977-mThe two n»^<riodS 
alaeceae^ond approximately to the toriaf 
of amae revolnrian in 
Dmfrb. The d W erenc e fat toe menta ff dm 


A ’i" ‘1Zm± ■ 

xm 

variable ta gre nio n medal: y » a«M>. to 
which D Is die dummy variable rim tehee 
values of zero for observations in the first 
sub-period and values of one for 
observations in the second sab-period. The 
riga ami sire of dm coefficient of this dotnmy 
variable (D) will Indicsre the nature and sire 
of the di ffe renc e s in the mean number and 
proportion of poor and ultra poor In the 
second sub-period compared to the first tub- 
period [Gujarati 1988]. The advwxage of 
this procedure is that it not only avoids the 
assumption of continuous decline in poverty 
at a uniform rase throughout the 30-year 
period, (which it implicit in the previous 
exercise), but also poses the q u e sti ons hi a 
more straight manner, i e. whether or not 
the mean number and proportion of poor aad 
ultra poor was significantly tower in the 
second sub-period coopered to the first sub- 
period. The results of this exercise are 
presented in Table 3 and dearly reveal a 
significant and substantial fall in the number 
and proportion of poor and ultra poor in the 
second sub-period. This exercise reveals dux 
the mean proportion of poor and ultra poor, 
and the mean number of ultra poor had 
fallen to less than one-thud in serond sub¬ 
period, of that in the first sub-period. Even 
the mean number of poor in the second 
period had Mien to less than one-half of that 
in the first period. 

FmaUy, we applied the rank test [Kendall 
1955] to find out whether or not these four 
poverty series (given in Table I) ere 
permeated by a downward trend. This 
procedure is even less restrictive than the 
proceeding one because not only no 
assumption is made about the mathepwiical 
form of trend permeating the series, but 
also about the nature of distribution of the 



eatofefte'ltoHtMr ST 

nt*ri*toKn*yt*sac»to*« 

KaodaHTbuStariatichmiiegmivastoi 

... gbxnlqto i rim jgjUfe fiitsTi 

andhatariatktdysifnrikrerittdaiepM 
level. On the baric nf rimretoroc » 
llitH l ii' s l TCatdta one can art with i 
cotmomce wue mm kw vm 
poor and ultra poor to rant Pw^sb dto 
si g n ifica nt ly and aubateorieDy over 
30-year period. 

Dto Tmnd Rat® Cmanch MtowAt O' 
TMsPaaioo? 


In the hterature one finds cooftt 
uteitiofli wOMtcMp^B vst the tuAdktwy 

» TOW rVIgw WCwMre tw flWWOo 

period. For example, Upton <t< 
emp hasi se s that poverty in rural Pineal 
not decline during the first phase of 
re volution (1965-75). but dedlaed si 
in the subsequent years. On the ether 

Twu 4: Ran* Tsrr m TiMr lew .1 
Time Period: 196041 to 1990-91 
Nnef Observation.' 18 


Variable 

Ifprnhall 

Tea 

Cues 

Z-V, 

Nmbtrof poor 

-0.66 

31 

Proportion of 
pm* m pnputmon 

-0.7f 

4i 

Nambet at vtttm 
poorilektwf 

-075 

4,’ 

IhfopMtMoof An 
poor m pnpnhftuw 

-0.94 

4.: 


Note 


t per cam 


Tabu 3: Coswaboon m Hum Nimasaffboworaaios PooaAlwnu 

I Period - (9604t »197V74; nPe^^y^^V^WO^T** 

y*s40 D«0 for toe Best period » 1 tor me asceed period 


OcftMtaN 

Maas of 

PKfcsmrial 

•to 

Maaat 

Vmnbfte 

rW*+ V Vrn •09® 

taanqt 


dm Sam 



Carffirtaat 
af dm Second 


toriac 



■n. _r - a 

rtfioo 




(a) 

to) 


(mb) 

Per cam of 





poor in 

to 22 SO 

-l)4S» 

(5)5) 

OM 

7.15 

Mwnbcr of" 

ZI.9J 

-12.79* 

049 

9.1S 

pair (bdrii) 


(4JS) 



toretatsf 

10.99 

-UP 

OM 

244 

etoapeorie 

NstousT 

1042 

(447) 

-1M* 

094 

<U» 

ahrapaar 


(4J» . 






torn i wto t Stom!' If *** 1 **** < *Aromtto'li^pr«eto 


-a.e* 






sChe* there was 

,Jfcfaqj* during 

^dlMMtffHWO* 0»-ftiipowiMe 

^ iimimw 1 Ml Of rtnrtinr In rani poveny 
Mm irtreHgnd a* the green revolution 

ttt iMMre piWM. The «evch for a change 
ta rt*tOMdrt»e during U« period was made 
*i* the help el* tf* following regression 
m«w m** \9m 

iogy»«IWO<Tfane)-«l04bl (Time. Di 


In thU model DU the dummy vanahk that 
take* value zero for ohaervai torn in (he base 
actioi eod value one for observations 
jutilrtTif *'***"• period over which change 
in trend K being inveatigaied The sign and 
Mse of the differential intercept (al) and 
differenltai dope (bl) coefficients will 
in dkate the nature and quantum of change 
in uendoverfhe period under consideration 
The rfr ft * *■ trend was probed with 
reference to the following three points of 
nmet 6) after 1972*73. i e, beginning with 
1973-74; (HI after 1976-77. i e. beginning 
with 1977-7*; and (iii) after 1982, i e. 
beginning whh 19*3. This procedure helps 
in making an empirical search for change 
in trend in rural poverty at *ome point during 
the decade of 1970a. at green revolution in 
Pum*emend it* mature phase in all tout 
of three equation* eat* were estimated 


for this purpose and the multi are displayed 
in Table 5. It may be observed that none 
or (he differential intercept or differential 
slope coefficients in these 12 equations is 
statistically significant even at 10 per cent 
level. The clear conclusion that emerges 
from this exercise is that over this 30-year 
period there was no significant break 
(change) in the trend rates of decline in the 
number and proportion of poor and ultra 
poor in tural Punjab The trend rates of 
decline indicated by our initial exercise 
(Table 2a and Table 2b. row one) are, 
therefore, quite valid for the entire period 
of three decades (1960-61 to 1990-91). 

The conversion of these trend 
coefficients, reported in row one ol Table 
2a and Table 2b (row one), into per cent 
per year rates of decline reveals that the 
number and proportion of poor in rural 
Punjab was declining at the annual rales 
of 4 X4 per tent and 6 59 per cent 
respectively during these ihree decades. 
The number and proportion of ultra poor 
was declining even at faster annua) rates 
of 6 62 per cent and 8.39 per cent 
respectively during the same period As a 
resuli of disappearance of poverty from 
rural Punjab at these fast rates during these 
three decades, the number and proportion 
of poor and ultra poor in Punjab villages 
has (alien to vets low/ncgligib) 1 - levels by 
earlv 1990s It is. therefore, no wonder that 


the NSS survey in 1990-91 did not find 
any rural household in Punjab whose 
members were not geltingtwo square meals 
a day throughout the year. The extreme 
poverty and destitution of the type 
prevailing in many other regions of India, 
seems to have completely di sappeared from 
the Punjab villages. 

CoNCl.l SIONS 


1 


IKfMriBM 

Variable 
i tof Pom) 


Percent 

tn 


Prior 


tt*b») 


for which 
Shift Mi 
Trend » 

Being Tested 

197*14 
t» 1*90-91 

1977-74 

reiwo-vt 

19*310 
1*9091 
1*73-74 
te 1990-91 
1*77-7* 

rel*»o** 
!*•» 

M 1*9041 


Ti.su. 5 StA»'V r>* Cm»v .i is 1 mm- 

Rise Period 
C o efficients 
Slope Intercept 


Estimated Shill 
Cocffiurn i- 
Differential 
Intercept 


0 6100 
ll l»2i 

0 7*15 
<0*5, 
town 
11 76) 
066** 
(106) 
0*064 
<0S*t 
X 06 VI 
11 76i 


jhtffer 

cntial 

Slope 

~ 7 isi? 

,t 

410531 
11 211 
41 120* 
(I *61 
4105*4 

(I 39' 
0 0552 
ll 271 
411213 
ll IP! 


R-Sqr 


4)025) 3 297* 0*1 


41 03 1 * 
00*73 
0 0070 
-0 01M 
.110297 


3 3335 
3 43*7 
3 1210 
3 1573 
3 264* 


Ubni 
Pure 
* 
(MUM 


t*7J74 
re 19*0-91 

•4*77.7* 

vJfclfMl 

!*•>» 

IB t*»-*l 

1971-74 

1*77-71 
*l*»*l 
tw 
»19*0*1 


04*17 
(0 59) 

10271 
tO *51 
*0*93 
It *M 
0 51*1 
(10*1 
10507 
(0*7) 
4 0*W 
(1 *3) 


410*29 

4U3«: 

27155 

C's 

lO W» 




4113523 

43 06(33 

2 7*41 

ri’9 

(0911 
4) 1521 

43069* 

2*492 

0 81 

It *2' 
4>l>*51 

4X1312 

2 53*6 

0 70 

i(3*5! 
43 0543 

-00*24 

2 6077 

0 71 

(1)941 

41 1*7* 

-OO'l* 

2 672 

0 75 

ll *3l 





0*1 1960-61 to 

1973-7* 

0*3 1960-61 W 

1917-7* 

0 70 1960-61 to 
1912-73 

070 I°60-6I 10 

107.3-7* 

0 73 1960-61 W 

|«’7-78 

1960-61 to 
1072-73 

1960-61 t( 
1973-7* 

196,461 K 
t<T7 1* 
196061 t 

1972- 73 
1960-61 l 

1973- 74 
1960-61 
1977-78 


The results of our exercise reported in j 
this paper leave little doubt about the j 

significant decline in the incidence of i 

poverty in rural Punjab over the last about 3 
three decades (1960-61 to 1990-91). The 
more important feature of these results is > 
that not only the proportion, but even the ( 
absolute number of poor and ultra poor in 1 
rural Punjab has declined significantly over i 
these 30 years. Furthermore, there was no j 
significant break (change) in the rates of '■ 
decline in the number and proport-on of 
poor and ultra poor as green revolution 
technology entered a more mature phase 
after the mid-1970s The number and 
proporiionof poor and ultra poor continued 
to decline at the same steady rates during 
the mature phase of green revolution is in 
its initial phase. By early 1990s the 
incidence of poverty in rural Punjab has 
(alien to a very low/negligible level. 
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Pkmeering Work Re visited 



* t ' 

Agricultural insurance, especially crop insurance, exists in many countries as an institutional response to agriculture 
risk The issue cfwhether crop insurance can workhas been intensely d ebated during the last decade, fit view of Ike problem, 
faced by crop insurance schemes in some countries, a suggestionfar rainfall insurance has received attention in the recew 
titemture. Interestingly, J S Chakravarti designed, as early a* m 1920, a scheme of agricultural insurance basedom noi/fal 
far India. It is a pioneering work on agricultural insurance. Surprisingly, this piece of work, which is probably one oj 
the earliest monographs on the subfact, does not appear to have been accounted far in the analytical literature on agricultural 
insurance. 


AGRICULTURAL insurance, especially 
crap Insurance, exists in many countries as 
an institutional response to agricultural risk. 
Hail insurance was introduced, mainly in 
Burope, the US and Canada, over a century 
ago. This is an example of crop insurance 
covering a specific risk. In the early part of 
the present century some private com pan ies 
iathe US introduced cropinsurance covering 
multiple risks. Crop insurance in the public 
sector is a laser development, dating back 
to the 1930s in countries like Japan and the 
US. It emerged much later in the developing 
countries of Asia, Africa and Latin America. 

In the 1960s and the 1970s there was a 
lot of optimism for the success of crop 
insurance schemes, even for those in the 
public sector. The situation changed in the 
1980s. Some studies [e g. Maxell dal 1986] 
argued that all-risk crop insurance 
p rogrammes had shown dismal performance 
and that gov ernm e nts should be cautious 
b efo r e introducing large crop insurance 
s c hemes. 1 Similar views are expressed in 
randies Hke Haxeil 1992 and Wright et at 
1993. Some co mm on findings are that crop 
luaurnti trhrmra are too costly, financially 
■uuatainabte and not inaposkion to produce 
welfare gains that are envisaged. There is, 
however, no cons ensus . A number of other 
iSndfoe (e g. Ahsan (983; Dandekar 1983; 
Ray 1983; Miranda 1991; Rohertsctal 1991; 
WBtiauii cs at 1993; Mishra 1994) contend 
that crop insurance can work. 

fas foe context of the insurance market the 
p rob l e ms of. moral hazard and advene 
selection arising due to asymmetric 
Information sroweU known. These proUemt 



ooti retina of information i n volve s cost 
Mu r al heeetd a ri se s if the in s u re d can, by 
my v w wocmc me inpmoiimx ov 
fee adwreevaat or theamount of i nd em nify, 
benefit at foe cost of the i n s ure r, and the 
flOUamatstos monitor dm action of the former, 
There wfll be adverse selection if ths buyers 
knamfeeir ewe riskiness. but 8ie insurance 



the tow risk individuals spate of whom might 
choose not to insure. This process will 
ultimately lead to a market failure. 

The above problems can be more severe 
in case of crop insurance. The coat of 
information is much (tighar, because the 
required data relate lo farms and even pints 
of land spread over a vast geographical area. 
Collection of data is costly as wefl at time 
consuming. There it wide agro-climatic 
variation which results in the pro blem of 
adverse selection. 

A crop insurance scheme can be based 
either on the ‘individual approach’ or the 
‘area approach*. In case of the former, 
assessment of indemnity is made separately 
for each insured farmer based on the crop 
yield of his farm. Premium may be 
determined sepa r ately for individual fanners 
or for a group of farmers. In case of the area 
approach both the pr emi um rate and the 
indemnity are det ermi ned not sepa r at e ly for 
each fanner but for a group of fanners. Moat 
crop insurance schemes in the world are 
based on the individual approach. Area- 
yield crop insurance b a sed on the area 
approach is a recent phenomenon. The Pilot 
Crop Insurance Scheme and the 
Co mp reh en sive Crop Insurance Scheme of 
Indi a are ex a mp l es of area-yield Insurance. 

In view of the proble m s faced by crop 
insurance schemes in many countries, a 
suggestion for rainfall insurance hm received 
attenti o n in the recent I ti er s t are [e g, Lloyd 
etal 1986, jfp 163-64; Anderson etai 1989, 
p 332; Walker et ai 1990; World Bmk 1992. 
appendix A; md Mosley et ti 19M. p 24J. 



because lees assessment aod iaapaotion 1 
fields would not ba necessary. Itispoatib 
to have rainfall Insurance across a lar 
g eographical area than yi eld iaeurenoe f 
specific crops which are grown in perticul 
regions. This can reduce the problem . 
covariate risk. 

But cue Hesitation of such a schawe con 
be lack of corresponds nee between nunf 
recorded by a designated rain gaagnttatk 
and crop yield income ou tc o mes of it 
insured formers. In addition, factors oth 
than rainfall may affect crop products 
Omremedy may be to allow formers total 
insu r ance asa o ci aied with more than « 
recording stations. However, it may not l 
necessary in areas with relatively lower ar 
more variable rainfall and dry-tar 
agriculture. In such regions rainfall affec 
both area and crop income. Crapped an 
declines if rainfall is much lest than ti 
normal. In such sti ua tions fanners plant lc 
profitable crops. Consequently, deviation i 
rainfall explains, through Its effects on bot 
area and yield, more of variation ia the cm 
income than the ykM variable of partial 
crops fWa&er et ai 1990, p 299). 

RahifoB Insurance Is yul to be introduce 
in a big way. This was suggested in ii 
AustmBan context {Uoyd el ai 1986. p 
163-Maud l77]—dioreie»pnrimiwi»« 
c o n du ct e d (Andanoa et tk 1919, p 352] 
Private insurers offer drought insurance i 

to large rente formers (World Beak m 
ap pendix A , p I). 

However, the Mod of such a scheme i 
much mem for tmaM Human. WosMBon 



which would beweadammafea specific m 
o p e n to dt bauseboMa - and aad lar; 
fonuara, landfeaa foboamn, ibapkseper. 
aria**and soon. AH timsaftmund again 
rglafofi at a particular Hgbaa enifa pay u> 
mm . gra a tia a s aad racuivu dm sam 
indemnity per unit et dm anas insured 
OmagktiasmMmtMMaoaiddbf said fife 
tefetgMMtma* A pneepu wmdtihe fore « 

Twu^nme^w^em «afiaM. n irit ai* 




Jmrn*. »* 






rp*apM.wbo 
1 dm premium, 

may tatoMAtotf. Thus rainfall insurance 
I, batog «!«■■** to 4»s«*ot literature u 
, iMp o n > t<ni WM« Mk «<ye X pertencqw l th 
aoptasunMe during the fan four or five 
dreads*. 
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Interostiagly, J S Chskravirti designed,« 
early m to 1120. • scheme of agn cultural 
inaunuKO bated oo rainfall for India, it is 
a pioneering work on agricultural insurance 
tte tpftmk and fenerel principiei have 
mall'^adiaperipecttve.thoufti data relating 
to die thee Mysore state are used for the 
purpose of giving the scheme a concrete 
shape and for analysing iu operational and 
financial implication*. 

The scheme la outlined and discussed in 
hisbook4tf»*ad««nB/nuj<ro»re^ Practical 
Schama Suited to India* Conditions' 
published in 1920. and printed at the 
Government Fie**, Bangalore Surprisingly, 
this piece of amt, which is probably one 
of the earliest monographs on the subject, 
doe* not appear to have been accounted for 
in the analytical literature on agricultural 
insurance. 


Though the book was published m 1920, 
Chakrsvartfhadbeea wortingon the subject 
since a number of yean prior to that. As he 
menrions in the preface to the book, the firit 
sevenchapaara werepublished rathe Mysore 
Economic doomed during the yean 1915 
through 1917. He presented a paper on 
Agricultural Insurance in 1917 at a 
conference of the Indian Science Congress 
at Bangalore. In 1920 he already had eleven 
years'experience with the Mysore Sure Ufc 
Insurance Scheme - first at secretary and 
then aa pwaidem, of the Stare Insurance 
\ Comndnan^Thaaneaperience* provided the 
motivation far the book. He ventured into 
, a new arena of wort.’ As he explains: 
Otdm g mn wl p rin ciples of insurance, there 
are many vahnhle worts from which I have 
derived great help; but as regards the 
U ^ fcn Wa of dune principles k> the subject 
of Apknhunl Insurance. I have been 
p racti ca lly famed to tied my way without 
ety gri du acs from the writings of past 
ddakare. the subje ct bring new. requites 
; cautious treatment at every stage 

(ChtfMvonf ins, pp 199-50). 

Wirt na tri be b aton sum s Important aspects 
■adheylaafawaufthe agricultural insurance 
; *shatma fan—totok by Chakravarti TV 
‘ »*mm la to fee with that adopted in his 
bock. , 


Atnrere oc Aoucta.nauL Iwuhanci 


: kgctodk—Ik—m I to India should be 
, *P«Np.*riretodU»«f the Wtowtng: (l» 
J JtttWmtoe af baUtiagi, gmuin and 



Mkberi Waridy fane 24. 


Vw*hMaUmpterao«.f2)C«ttle insurance 
13) Insurance of crops, 

’^‘)«ecaigBrie J a n!jn ,hei ncret(si|lg 

ordw of pnomy. The first category appeared 
to be less important than the other two at 
uni time. 

Chakravarti discusses the merit of cattle 
insurance at some length. At that time there 
was a system of 'takavi ’ loans under which 
a Tanner could get a loan from the stale to 
purchase caaie in place of thosedyingduring 
periods of agricultural distress. It is somewhat 
similar to a system of cattle insurance, in 
case of insurance, an individual pays a 
premium for a number of years with the 
object of getting the value of a cattle when 
it dies. In the loan system he gets, on the 
death of his cattle, the money required to 
replace it as a loan and then repays in 
instalments over some years. In other words, 
the premium is transferred from the past to 
the future. Though in case of loan, as in 
insurance, the risk is spread over a number 
of years, the basic difference is that spread 
of risks of a few over a large number of 
individuals is absent. So the repayment 
instalments are heavier than insurance 


premia * He draws another distinction. 
‘Moreover, while the insurance system 
represents the exercise of prudence and thrift 
followed by enjoyment of benefit as a master 
of right, the loan system has to be regarded 
as the grant of a favour accompanied by the 
embarrassment of future indebtedness'* 
Ipp 6-71’ He suggests that co-operatives 
should evolve a system of cattle insurance 
similar tothoseofmopem livestock insurance 
companies. He, however, cautions that such 
schemes are not always successful 
The most important element of a system 
of agriculture insurance is the assumption 
of the risk of loss or deficiency m respect 
of crop production. This forms the core of 
his scheme of agricultural insurance because 
of us importance and complexity. Indeed, 
insurance of houses, implements, cattle, etc. 


can be grouped with other types of property 
insurance, leaving the system of agricultural 
insurance lo grapple with nop insurance. 


Issn-s prat a System of Cm* Insurance 


(1) Basis of Insurance: Chakravarti first 
asks the question whether crop insurance 
should be on the value of a crop ot on its 
quantity. He feels rhsl it is the value which 
should be the basis of insurance. The value 
of output depends on market prices. Price 
and quantity are inversely related. So in 
some cases, the value of output in an 
unfavourable year may be more than in a 
normal year. TV same will hold for quantity 
or crop output as a basis of insurance. 1 
Moreover, there are practical problems of 
estimation of both quantity and price which 
V discusses in detail IPP 8-9). 

(2> Human Elements i MoralHatardh Crop 


output depends crucially on »V efforts and 

resources put in by a fanner. 

No insurance authority could ever maintain 
a supervising agency which would be able 
to watch and enforce that every insured field 
receives the required amount of care and 
attention at the hands of its cultivator. Unless 
some method can be devised by which this 
great difficulty is eliminated, a system of 
crop insurance would indeed be impossible 
IP 10). 

The usual remedy applied in other types of 
insurance to overcome the problem of moral 
hazard is “partial insurance or under¬ 
insurance'’ which is more commonly known 
as deductible. This is a safeguard against 
moral hazard, but it reduces the benefit of 
insurance and hence its demand. 

The above remedy may net be effective 
in case of crop insurance, because the 
commodity - i e, crop - to be insured is yet 
to exist and its existence or nature thereof 
will depend on the actions of the insured 
farmer which an insurer would not be able 
to monitor easily. Because of this difficulty, 
Chakravarti notes, crop insurance was yet 
to be adequately developed in any country, 
except in the form of hail insurance in some 
countries of Europe (p II). 

(3) Other Difficulties: In addition to the 
above, there are other constraints like 
illiteracy of majority of cultivators, 
inadequate village statistics and general 
backwardness among the population inlndia. 

Drought Insurance: Having considered 
the relevant aspects Chakravarti fed* that 
a "direct system of crop insurance", though 
desirable, may nor V feasible in the Indian 
context. But given an important characteristic 
- dependence on rainfall - of Indian 
agriculture, it is not only possible bra alio 
practicable to introduce an “indirect ayitem" 
of crop insurance. The quantity and 
di>‘ribution of rainfall (hiring a year are the 
most important factors determining crop 
output. This is 'rue not only for rain-fed 
agriculture but also for agnail tore depending 
on tanks and other similar sources of 
irrigation. Both deficient and excessive rains 
affect crop output adversely. Out of these 
two. he fcels.drought or deficiency inramfall 
affects agricultural operations more severely 
and extensively. So he advocates a system 
of drought insurance. In such a scheme with 
rainfall as the basis of insurance it would 
be possible w eliminate the problem of moral 
hazard, and also that of estimation of crop 
yield or value. 

Area Approach: He suggests what is, in 
the recent crop insurance literature, known 
as the "area approach", indeeditissnslogoui 
to the homogeneous area approach proposed 
six decades Vet by Dsnddrar fDandekar 
1976). For any insurance scheme based on 
rainfall this is the only feasible approach, 
because rain-gauges earrax be set up on 
every field or even every village. One has 
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tech wo witt to dtocuaaed toaer. 

Drought humane* and R*ti*f Measurer. 
Hedotcribes both tong-tarro mtuurw -eg. 
extension of communkotfoo and transport 
i nf r a s tru cture, dev elo pment of Irrigation, 
d fv ec tlf icariot> of oc cupa ti on, etc—and short¬ 
term relief mc aaur e a in trod uc ed in India 
daring (be colonial rale. In spite of theae 
'measures the need of crop insurance to tackle 
theprobtem of agricultural risk* still remains 
{pp 15- I6J. Chakravcni looks at agricultural 
in s ur anc e also as famine insurance. He 


Bat. under the present circumstances, a 
famine in India does not generally mean 
grain-famine but money-famine, due to 
enforced uoemployiaent of the agriculturist 
owing to unfavourable seasonal condi t ions. 
Aacffixdveryssem of agricultural insurance, 
therefore, by iaturiag the peasantry against 
serious pecuniary loss in respect of 
agricultural operations will render die 
country less liable to the ravages of famine, 
ia this seaae aad to this extent, agricultural 
mauraace will also be famine insurance (the 
italics are ours) (pp 2-3). 

Interestingly, the insight that “a famine in 
India does not generally mean grain-famine 
bta money-famine** appears similar to that 
of Sen (e g. Sen 1981, chapter 6). 

Rot* of the Stale 

If k ia conceded that a system of rain- 
hmaaucr is economically desirable and 
financially practicable, the agency to work 
suck a scheme is a matter of relative 
indifference. provided satisfactory aad 
e c onomi c working in the intere st of the 
agriculturist k assured (p 1$]. 

Having said *e above. and after examining 
die prevailing condition in India, some 
existing Htemture on insurance and the sire 
of the task, he feels that the operation of a 
re betne of crop insurance ca nn ot he left to 
private ente r p rises nor to oo-operatives in 
their then pairi ng stale of orga nis a ti o n So 
\ to be operated by the 
i at a later stage - which 
may yet be distant - it could he transferred 
l» local co-operative societies or even 
‘rehaMe private agencies’ (p 194). He 
irnvfiagei a scheme - described laser - eo 
dm principle of mutual insurance, ie, on a 
i to the i 



from the average* [p 34). So the 
should be auch (hat the percentage devisaioe 
in raiafaU from dw normal in any year it 
broadly aoriona in all parts. ht a dditi o n , the 
I mpact of writ variation on a gr to e ha m it 
similar, h may be difficult to find such areas 

pracnco. in uun oonpaci ■■i ow 

BtiMnma aMasiB) aaMtmt atS antmAall 

wmcfi inc ivonfc whui i mount vf i gwit 
sixths distribution are fairly iBdforeT[p2S) 
would, to a large extent, fulfil the above 
conditions which are equivalent to the 
following three criteria: 

(a) The average annual rainfall should be 
-about the same all oust the area and ha 
distribution in time also about the same. 

(b) The percent ag e of variation In rainfall 
from the annual average in any year a!! over 
the area should be a pp rox imately uniform. 

(c) The same pe rc entage of variation in 
rainfall should affect agriculture similarly 
and to die same extent ia all parts, [p 22] 

Ideally, one can map out a province or 
even a country into areas which satisfy the 
above criteria. But it would involve a lot of 
work ’ Moreover, operating an insurance 
scheme with area units altogethe r different 
from administrative unite would toe 
inconvenient. 

Then he considers rainfall patterns for 
administrative units like state, district and 
taluks with reference U> Mysore state. Infact 
one whole chapter <ch II) is devoted to this 
analysis He finds that in case of tahtfcae 
average smuud ramfali ia fairly uniform 
over the whole area and the deviation from 
the normal - excess or deficiency - is any 
particular year varies within a relatively 
small range. He does recognise, for the 
purpose of insurance, somelimtutious-e g. 
situations in some iadMdwal fields may am 
correspond to the tahifca average - of (afokas 
as area units; and there are tome exceptions 
even among takdtas On fire whole however 
lalekas. thongh not Weal area units, are good 
for practical purpoece. 


Qualify of Rainfall Statistic* 


A whole 


i e. 


IH, deals 

(rainfall) requ irement , their 
availability and the q ual ity or a ccura cy of 
the available data. There are also deu ti e d 
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then a eareda ana-of uatmaywtii ba paM 
la raapocs of the insured field as 


The above contract has three ltey elements: 
a sped Had date, a specified degree of 
deficiency iamioMI and apaeacribad amount 
of rnnwawaHon. These three rep e cta are 


Spe ck e d (Rtsk-Fbdng) Dam 

i m wuvki (Mpoou on crop pfonMion 
cycle*. So one has to analyae. for different 
crops-particu ta r iy rai n-fed c ro ps , thepariod. 
of preparin g land, sowing, maturing and 
h ar ves tin g. For t h e then Mysore stale rainfall 
during two periods, April to July and August 
to October were crucial. Aa there are 
practically no rains during January through 
March. Chakravarti suggests two periods 
January to July and Jinuary to October as 
die relevant periods to catoulata deficiency 
in rainfall fertile purpose of indemnity it 
the rainfall as m easu red hi rite rain-gauge 
at the taluks headquarters from January l 
to July 31 is below the prescribed minimum 
then die first HtstahneM of indemnity is 
payable. Similarly, if the rainfall from 
January I to October 31 ia below the 
prescribed minimum for that period, the 
second instalment will he dee. The t«i 
festal menu are independent of each other 

Mi at mum Deficiency of Rainfall f,n 


This aspect to examined in detail in ism 
chapters, chapters V and VI The gencr.ii 
ceadwtoa to that a deficiency m rainfall ui 
more than 33 per cent of the normal shook: 
trigger i n de m ni ty p eym w M . This dees r*n 
imply tiuti this per ce ntag e is to be made 
appli ca b le to all arena. Such pewanuyc i* 
to he deterndged after studyin g rain f all ao<i 
of each tataka amt 
on the basis of pml expencm c 
the degree of deficiency which causes 
significant crop fofturc. In addition, one h. ( s 
fe keep to view the fiaanchd hapficau x 1 - 
The lower foe bath more ftegram will n- 
fhe occasions lot payment of IndhmiHH 
The procedure saggamed Is to idem'" 
whh the help of peri dets,dtev*ar* in wh>s n 
nfir* tjphrceni 
-is, a te ll dea ry of more 
23 par cere - end than to ea e ntin r if n*-* 
i years of optotdtere) thatre^ » 
rnotso.oneheafe r >'f VJl 

, »i " 

Sfc, m, ondaficiancy In rainfi*. E»tMcm<- 
of agrieutoarei dtreere one he •acerw" 0 ' 

da* 
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_?W ttiken up. for 

. fVlwkfc data for the 
rri . I far CWMdnig district 
jtedMtiM criterion of 35 per 
vwm v. - Jkt w ey ic appropriate Tor the 
of dttokiof if indemnity should be 
MridJtiealso found ttw» ihUcriterion would 
tu yly sn ludmnky of 4 times the annua) 
icifoni - to be itomssed Utter - for any 
firm, Thai H> aw of total failure, indemnity 
U> be paid during die two periods will be 
g Hurt As anauai premium if the scheme 


Amomm tf htkumity 
13m «mwn of todemnity is to be fixed 
10 mb St my W to bring a fanner's "net 
rectiptt Id die level of Ms net income in 
ordtnery yeare" (p 86]. In other words, the 
objective is to stabilise net farm income 
ThisisaecttavybecaiiK.foragreat majority 
of forma. -tile net income is very near the 
a bsolute minimum that is necessary for 
HviagT tP •H* 

I, ft uunrif that a farmer can. even in 
« very bad year with regard to rainfall, get 
one-third of Ws net income if ‘he is 
sufficiently active and mUMriotu" (p 87j 
So the sdMBK envisages indemnity to the 

extent of twsMbwds of Ms oex income - one 

thud on failure of nuns during the first 
period (fawriry to July) and another equal 
amount an the failure of rain in the second 
period (foamy to October). One limitation 
of the a cbofo e it that there ts no prosnsmn 
for retofottwmte* of the cost of cuius anon 
mcunodbyafmner.Chakravsru recognises 
this fact, but be argues tha* “in a year of 

senous dallctency «rainfall. s cssnsidcraMc 

• n»rt of the Oapenaes of cultivation may he 
avoided* Ip 881- 

The tfa of a typical farm ts assumed to 

be eight acres- Having considered the cost 
of estivation and value of output lor such 
a farm, the Mt firm income is estimated to 
he Rt 88. CooatXfuently. the indemnity 
required to be paid in the event ot deficient 
reiitfoH wbotii tiw period* works outio Rs 

5* - twcMhbds of die estimated net t ncomc 
An amtiysis of nttafoH data for CMtaWrug 
district iodkawa • redo of R» between 

indemnity and pr eiwiM i*i ll *omakethcwheme 

sdf-flmnrlwg, Tha average land ux for » 
farm of 8 acres k taka* to be Rs 8 So the 
indemnity oflbiSi works o« » be betw een 

7 and f times dm fond tax Hence n •* 

suggmaad dn« y *wn daat be equal io the land 

ux.TNahea two advantages First." ««*« 

theschomi dwpfo Wittwrffigdfctofwmers 
Second, d rf fowi d o w rate - and hence the 
mdemnhy 4 ** ** **** <* 
Ip** 


■ long ** the rainfall tables forming the 
basis of the calculations remain the same, 
be affected whether the contracts are for one 
year or for longer periods. However, long¬ 
term contracts of, say, five or 10 years - 
quinquennial or decennial - are desirable 
from the economic point erf view. Two types 
of economic benefits may accrue from such 
contracts. 

First, for an annual contract, the insured 
will get the indemnity if the year is 
unfavourable; but he would have a sense of 
loss of the premium amount if it is a normal 
year. In case of Chitaldrug district and on 
33 per cent deficiency basis, a partial failure 
of rains is likely to occur once in four years 
on an average. With a contract for five to 
10 years, the insured is likely to gel one or 
two instalments of indemnity. Second, the 
insured will have a sense of security against 
agricultural nsk which itself is an objective 
of insurance [p 95). 

Sliding scales of premium rates - 
concessions for later years - are proposed 
for contracts ot five and 10 years. It is 
estimated that such concessions would lead 
to reduction of about 12 5 per cent in the 
premium income. It is suggested tha; the 
state should, m view of the benefits of long¬ 
term policies, subsidise this amount at least 
during the ear!> stages ot ihe operation of 
the scheme (pp 99-I00J. 


Scheme for Mysore Slate 


Frefod if C trn r t rt 

** ' . 
whMM Ait: dNMMfcr i 
FmatcM 


withe 

contracts 

will no< 


The scheme is discussed in concrete terms 
with the help ot data relating lo all ihr^ 
ialukasoi'("hnaldmgdistnci Itisdiscovercd 
that a ramtall deficiency of 35 per cent ot 
the normal in an appropriate criterion for 
agricultural insurance. On this basis there is 
likely to he deficient ramtall in 11 out of 
80 periods, there being iw o periods in a year 
Similar analysis is taken up in chapter X 
tor the other scsen districts ot Mysore stale 
The numhet ot scars (ot which rainfall 
statistics arc as-liable varies tmm 19 lo 43. 
The results are expressed with reference to 
40 years lor rhe purpose ot comparison. The 
analy scs show that all the talukasot the slate 
can be divided into ihrec groups 

- Talukas with the number ol deficiency 
periods, in 40 years or 80 period-, ot lit-. 

- Talukas with the number ol deficiency 
periods, in 40 year- or 80 periods, nt t. 

_ Talukas with the numbei ot deficiency 

periods, m 40 years or 80 pemsis-o *- 

In (act the enure state can he dtvidcd. on 
ihr above basis, into three contiguous /ones 
Financial implications ol the working ^ 
,hc scheme are analysed tor ten sears .torn 

SSSS2-- 

calculated fin each o? the e.ght disttfits > 
catvu s ,-.i, It rlHilc-lfis 

Ms sore state On the 

, ,,i Rs 14 > militoe 
indcmtsits P a '" wm 1 1 


againit premium and interest income of 
Rt 23.39 million implying a surplus of 
Rs9.l million. Otakravani suggests that the 
amount should not be regarded as a profit. 
The period under consideration was 
somewhat more favourable than the average. 
The surplus would disappear in advene years. 

Benefit of insurance coverage is to be 
given to a land owner or a tenant but not 
to a creditor who is a moneylender. The 
scheme also provides for insurance policy 
in favour of co-operatives and recommends 
formation of separate insurance associations 
of farmers if necessary. It is suggested that 
an insurance policy should be transferred 
when land is transferred from one individual 
to another. An insured farmer may have the 
option of commuting all future premia to a 
single payment at any stage. Compulsory 
insurance is not envisaged at an early stage 
[p 108). A set or draft rules along with 
insurance proposal and policy forms are 
prepared and incorporated as chapter XII of 
the book. 

II 

Significance of 
Chakravarti’s Scheme 

To recapitulate. Chakravarti suggests that 
agricultural insurance in India should be 
a package consisting of the followingrfa) 
Insurance >f buildings, granaries and 
agricultural implements;(b) Cattle 
insurance; and (c) Insurance of crops. 

He formulates a scheme for the last - and 
the most important - category, i e. crop 
insurance. Having considered the problems 
of crop loss assessment, and ‘human 
elements’ - known as moral hazard in the 
modem literature - he suggests a scheme 
of drought insurance. He envisages the 
following ’ ms of a rain-insurance 


coi . .ci; 

If the aggregntr rainfall from the beginning 
of the agricultural year as measured ai the 
rain-gauge ai the laluka headquarters up 
to a certain date is less ihan a certain 
amount, then a certain sum of money will 
tv paid in respect of ihc insured field as 

compensation 

The above contract hav three critical 
elements, a specified date, a specified 
degree of deficiency in rainfall and a 
prescribed amount ol compensation. Some 
important features of ihc scheme are as 
follows: 

- The scheme isarea-ba'cd and rain-gauge 

station specific. Indeed ii envisages a 
homogeneous area approach proposed 
six dec adcs later by Dandekar IDandekar 
19761 

„ k year is divided into “ aso " 5 . 
indemnity is W«Nc " the total ramfal 

during a season ts less than 65 per cent 

7the normal rmn.aK The percentage 

'n enon can he varieddcpend.ngon.hc 
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W • - Mcnky it determined with • view to 

mUIUbi a farmer'* m incoma. 
Assuming thata farmeress yet one-third 
Jj of his net income even ia a bud year, dm 

• scheme aim* at m indemnity equivalent 

to two-third* of bit income. 

- Premnun is calculated on the basis of the 
fikelihood of a drought occurring and 
the six® of indemnity indicated above. 
He scheme is designed to be self- 
financing. 

- Coincident aily, the amount of premium 
taros out to be equal to the land tax for 
a unit of land. This makes the premium 
rate simple to determine, and variable 
witk (and quality and hence a farmer's 
net income. 

- Though the scheme is designed primarily 
for animat contracts, quinquennial or 
decennial contracts are recommended 
with a view to enhancing the economic 
benefits to formers. 

- Land owners and tenants are eligible for 
iwunace coverage. The scheme also 
envisages insurance policies for co¬ 
operative societies and groups of farmeri. 
Chakravarti's scheme is very similar to 

that suggested in World Bank (1992). 
Indeed it has a mom concrete shape based 
oa actual empirical data. There are, 
h o w e ver, two differences. The Work! Bank 
s ch e m e asms to cover all ratal households 
and sell insurance in the form of lotteries, 
whereas Chakravarti envisages inclusion 
of only those who are engaged in crop 
produ cti o n Secondly, in the World Bank 
sche m e a person can, unlike in Chakra¬ 
varti's scheme, freely choose one or more 
weather stations. Thus the idea of rainfall 
insurance is not new. The pioneering and 
path breaking work of Chakravarti was 
p robabl y lost in history. It is high tune we 
re di sco ve r what we hod lost. Pertwpa Ms 
idea and the fascinating scheme he 
designed at the brgirwiag of the present 
century will take concrete shape as we go 
into the amu century. 
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L SPECIAL ARTICLES 


Patents as Competitive Instruments 

Dream and Reality 

Aaiiya Kumar Bagdii 
Uttaai Komar Bhattacbarya 

f^pt/mrmemputm evaluation of certain a spec in of the working of the Indian patent svstem as embodied in the Act 
of 1970 . tf place* tk* Indian patent system in the context of the global patent scenario- it also discusses the relative strengths 
rW j we a kn esses of the system m respeit of its encouragement of innovation and competitive process. The cases if bto- 
tedmoh$y pharmaceuticals have been taken up to highlight the position. The necessity if a rationally constructed 
juixixmVtff system fur overcoming the lacklustre performance of the Indian patent system emerges out of the study. 
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DESPITE Dm pmaddt existence of *way 

cam** symm. ***** claimed that 

granting 1**** ** ’** f H,KhK ': 
nn cc**«* » «* innovation made by 
captUfa-n. ft XWlI -fW u»cJ na devices to 
^moc MwH ri odr tmJ hanf the now 

Iwmto^e e i wn niaa y tanvaftcMhc^piry 

iyl Uk patent Ute or ihnwgb lucre., ng > into 
the public do m ai n tk* they mete A»> 

« iwuwhmu «d 0 wpeutt*uac» by ibe 
mdivbhmlftnt nllpntcnHaln. actual 
,imm1h». aad by *»*enuiicm% "» 

tod to ■ atia pflwtbc w onm countocv **■>""> 

lurCffMt* 

in EaaUad. bn ****&. fitters'- 

u^cdbyUwdBwgWey.apeim-spal 

irfQmreftBhindnShlwnmonkt* c ' ,ah, " J " n * 
Industrie* wbkh were already fiT-i*"* 
abroad but for which tcxhn«»tor*c* and 
entrepreneurs wwc «*« avasUhtc in frigt-md 
vHibcUmcHHactcrtH^ l» »4|.U«c» 
patent waft, wt «-*«• «*• by the < town* 
tti bagUwd m co-fa mtmoH*' <m cm* 
Uvnumcia u tbcu bread* aad trfaM**n v in 
the p ro du ct nm «r seathn* «d panKUiw 
t*..JoUclM-cUoudl9»W chapter*' M 
they mcnahwuaadby uuay cmrvpn.mrut» 
to try and Iw*k inbi dm *h*mi*'\"*k 
po .ilcjar* cAfnydd by pud*, of chahtevv, 
UrspoK bwwen aad «»«m PmaWy. when 
i nmwuttma buuaaae * rtpufat acm<»? 
^vaxMKd w*h the mdmtrtal reunion.*. 
mvc-bwMMl^ 

pmtobyiaUmaM 1 * 0 *. The •>**»* ol 

: ibe WmhBmuMmi mm <*p** 

dc htn d ufc wt g j M Wgfc fr f drd a ri and m 
peaoM i^jlMaMly, tw uumu tba* i* 
ipauin of a iia—ry, fc»«*e *»**%me 


bbtauMm «**«? iHHm ml ***** 

«* hmt.pmrnmi*'**'' <**'" ► * 

*in nwfc wwfcfciBirfa «*» «**’"**» 

-— *m*1W*fafc* 

»<«* ***$: 


Patent* acted both as instruments of 
aggression to break open monopolies and 
a* instruments of aggressive defence of 
monopoly pnvi'eges. Recent work has 
lurther underlined the importance of 
t ompclition tn technology and patent wars 
both as influence on the degree and nature 
ol competitiveness of industry and as an 
outcome ol enisling siruciutcs ol 
concentration ol cconomn power m an 
industry Under wide sets .■! assumptions, 
firms which can move lirst and can devote 
larger lunds to R and D competilum are 
lound lo Have a significant advantage over 
their laggard or weaker mats in obtaining 
patents and building up new positions id 
vantage (see. for earlier work onlltis. Scherer 
I 967 M 9 K 4 . tor a sutscy or mote recent 
work sec Rctngaoui" l l fR‘>. >ee also 
Lcimngei IW 11 The R and D intensity .>( 
firms ol course, s anes act.* Jmg to industry 
and accord ng to fiim st/e. and can.hangc 
ova nme ho does the pr.'pensiiy »1 firms 
engaging in R and D to take out paients (for 
» survey of ihc cnipwc.il work relating to 
ihc VS. see Bound n a! ) 9 * 4 | M.wsvcr. 
m many couni ncs. trade secrci' are protected 
even when patents are m* invnlied. For 
caampfe. in the highly publ.cisedcase ol the 
IBM whu-h accused Hnasb' and Mh uhishi 
M s Kdvine imeltesiua) property rights and 
won a settlement estimated ai f ! s > b" 
mlhun. ht' patent sla.ms were involved 
(Kinmouth IW l»l Tn lake aaothc. 
eaampfe. devices other than 
been used »nr » Wmg time tor defending 
nmooeury rights in improved breeds m the 
ETI 5 E 2 breed,nVVndustry iBmgos 

]OUl j 

Thus the sulism-s nt puenls as such arc 
twit a« imperfect tmltetm nl thn 

mvcmtsvncss m en t*may « • 

0 - ju agerevsivc eompentor 
‘^Li imWems m using 'b.' numbe/s 


«e imibei pnihkiM' >« using 
* I inJicuors ot mi convenes* « 

55S:si—- 


grants in Japan and the (JS or UK. Unlike 
in the UK or the US. where applications for 
patentsare based on cUinufor lint invention, 
and are rigorously examined in tegular nnfcr 
by the concerned patent offices, application* 
for patents in Japan need ran he examined 
al all for seven years (JacUts 1994. J-K). 1 
In the event 40 pet cent of all appbeuion* 
for patents in Japan were withdrawn before 
examination could come up. According lo 

the study by OkiihoioandSaxtmhowef 1987) 

nearly half of the appiicatiofl* made by 
Japanese tr their own pater* office were 
rejected: andmlheUSlhcmiw of appmvib 
loihe Japanese paten, application* were aho 
low in comparison to that of the US *od 
European countries lOkimoto and 
Saxonhousc 1987 391 J. However, the sharp 
nsc in apj'tications for patents si nce the 
system was introduced reflected the Japanese 
determination to use patent* a* tools of 
competitivenc**. The strategics of taking 
out patents c-.n for small and mundane 
innt dions and the growing enthusiasm fw 
applications of patents in the home country 
and abroad even when those were often 
turned down in course of patent examination 
also retlcc. the competitive leal of the 
Japanese entrepreneurs; they would not 
generally leave unturned any ptwahiiiiies of 
patent protection in order to improve thew 
relative positions 

In Japan, patent applications often give 
insufficient detail about the invention 
claimed, hut priority in applictUHWcao make 
the ground lor an ««>■«** ‘j* 1E ** 
IKmmouth 1^7 Wineberg 198*1 F« 

«»>'*» >« Tr««rs.s 

examination in Jap** have ano oe«. 
sxunpmcd with those n d fjf 

(details «cin the note JV H h^H oenh cw* 

attcgedthat^ir^^P^ w 

,fur^cnstn>.d 

d.mg withthc basic .mcrtKmhehnrifhe^ 

lumely. that new 

tv igiiekiy ditTu'Cil - and thi pn 
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> fir ffitiliMhifi in' ' 


towenemcOtmtrimrWtoctiefglW* 1 , Kami* 
I9WJ, |^ : MWct^HnMM«i 


ctefifiBdo^ qooqocrk 

ycciad med that icroo^ horoc g rt mad m 
■ abmefarraiernitkinal lgyrBasi vBn a ts in Ike 

relevant field*. 

Stadenb of R and D and inventiveness 
have, therefore, continued to use time series 
of audios of potent applications and grants 
as important ioWtono of changes is a 
coopery’* iavaativcncs* or Ms structure of 
intimity sitoissocieltrfchangMtoaltocation 
of r esoor ces for innovation. They have also 
contin u e d to use international co m paris o ns 
Of patent statistics for assessing the 
international competitiveness of countries 
and rhalfri in their competitive strength 
over time (Watanabe l9S2;Bvenaon 19*4], 
We will also follow theae eaaiaptes in the 
npeL hat the caveat* mentioned above 
aunt be born in mind when judging the 
significance of the relevant data. 

In India, a patent system was introduced 
by tfi* British government in 183*. primarily 
faranfar m de fend the proprietary rights of 
Brflito patent-holders. The 1*56 Act was 


Art of Wll.i 


i primarily on the model 


aeqahad by forognen (KunivtUa 195AJ. 

The co ntrast between Indie and Japan, 
aMelt started on ha path of development of 

foa» fodto, is aa merited in this area as ia 
mart ether sector* of industrial management 
Wad development- Japan passed her first 
paatat lew ia IMS and soon the mnabwi 
of faneoi appheetiont and granted far 
'niMpMBdtfiomdf India's. Hanover. Japan 
hwndacii atitoy models dm newaetton at 


-3* m 


of utility 


fialriof 


rivalry then 


striking still is 
i we e d only a 


tort hi any decade be! 
mrtbe UB2: Tabfc 31 
dm t#H Act mas toe 


tor* i 't<i r* 


toWH 

Aaw* 


tot«n. 


align dm tadhrt pmmt tywrih to stdt tbs 
HUB pi»idtw efdmimurOATrtmaty. 
In effect toe ladUa patent sysmm (under tha 
Patent Act 4970) laamdunly tor a period' 
of about 21 junta and too cumat paper is 
to be seen.as essentially a pqet ntortwa 
investigation of the patient's beefth when K 
wm stive - unless India add other affociad 
countries can snccosetofiy demand s new 
round of multilateral trade negodottons 
toadtog to* tborangh tetostod of toeGATT 
treaty to as to mkt more ream for 


with the g an a ratina and dl m arine i 
hmovabamwU be tad out aftoe yarvie 

of nnt enquiry. 

Before we proceed. let m point oat *ai 
tom apt sH imwvattoua toad to parnate, n 


lied to eb«MM to Mti§am@&flrsMdacti c 
(he factory or office 0aec. Soma ktods ( 
Mmovadomare mere Mtonablaiopatatui 
thM others (for example p sten tin g i 
ch tnd csl field), andses tir a n v i saams nu «i 
coofc dv® to Ae pf^itctloii 9# Mofibctu; 


ibovs lyfficftn. 


In an earlier paper {Bagoto. Baaetfoe end 
mtmtathatys 1904] we had ttndfod the 
waricing of toe I n d i a n Pate nt s Act 1970 
from 1972 to 1900. in this paper we shaft 
scrottosec the data on patents from 1970 » 
1993-94 and provide a& interpretative 
framework In toe present stady, are that) 


may be p r otected by other devices (h 
iMuetnrtlont af the way proprietary rights r 

UUULUHR9BOn| wffil pIMON fip DK l * 

for s tong time ttonngb dmtoee otoer tha 
patents (Burgos 1992}. Not all eoantm 
which have b a c onsi effl a mn capital r 
sociartM provided a patent ayusrtn to prrvr 
laieWemial p roperty eum at toehegfnmn 
of foeSMt century. Moreover, as hat dread 
been noted, the laws relating to paten 
p su te e tton differed greatly ton country t, 
oototry in terms of their demands in 
e rigtoa bty. priority, public dto ei aa un . am 
to no. So the uoatoer of patent* applied t«, 


Taau l:Nu»umorP*lwrr Amjcarsorumhumay hsa wu asd! 


.1970.1994 


taladhi 


1970 

1116(21.7) 

162 

3*04 

3)42 

1971 

1231 (21.3) 

193 

2929 

4345 

1972 

11*0(31.9) 

142 

2373 

VW' 

1972-73 

1143(31.4) 

136 

im 

36W 

1973-74 

97* (2* JO 

174 

2341 ' • 

34V1 

1994-73 

114* (33-7) 

66 

2199 

340. 

1975-7* 

1129(37.7) 

34 

1*33 

2W* 

1979-77 

1342(934) 

23 

1739 

3104 

1977-7* 

1097(397) 

37 

173* 

2*7»' 

1979-79 

1124(393) 

13 

1793 

293) 

1979-10 

(095(354) 

37 

wn 

29»> 

19*041 

1139(392) 

»* 

1776 

IV't 

19*142 

M93 (36.*) 

19 

1*77 ' * *'■ 

2«wv 

19*243 

1133(30*) 

- 

im 

3005 

19*3-44 

1055(332) 

25 

2m 

3I4S 

190449 

1»1 (302) 

2 

. ggto , ..... 

l)(V 

19*94* 

999(393) 

- 

2527 ■ 

33> 

19*047 

. 993(392) 

- 

. .2*00 

Mtf» 

19*749 


«• 

2307 -. 

345* 

19*949 

* 1077(294) 

9 , 

2sw ■ ; ; 

3SW 

19*040 

1*99(2*4) 

", * 

2*2i V;. - 

Jtoi 

199041 

1 WO 0)4) 

I 

■ - "'2m; 

37W 

WM» 

1293(994) 

- 1 

-223*. . 

355: 


TfotCttito 

- 

-. 'tm- -A-..' -. r - : 

346’ 

MMMM 

MB* (32.7) 

- - 

... ' • '■*' *gg| A.s - -V 

3WW 








W#/' - ,- 

1911. 

provWft I 


Md 

»«ttlvhyhiMi¥ 

A19 At Indian cate. 
htffcaVe^nxkiced 
fepNfpiPH, patent* 
l A ferae A India between 
i.Tfte'n«wtt for 1970, 
ttdtdfljlvea became they 

_. * Of how the relevant 

nopdAfWIAij g^^ 
p*at»^Cl,195Dcei8eirto force (formally, 
,ieaa<Aw « A? fM^f^ April 20,1972). 
The mimipQM «W«calion*. etc. 

have bnanAVwod M between thoie 
ongwrtAg. fljflA ft Wd by Indians and 
li 11 lutflaai ■!iilfi 11 if nfirms 
aid met* Icbpreterjea). 

The fefcApf obaerratkM* can be made 
oo the faa# of m fi«we* in these table* 
Fir*. the a act biin of patent applications by 
Indian* hare ft » Ch m * d atmk aUy and show 
no date wradfnjwrAe 25-year period. The 
□umbenoftttal apjdtaatiows dr pped sharply 
between 1971-73 and 19SO-81 but then rose 
smartly it At l$iO» apd declined again in 
the early. 1990*. Thera «aa virtually no rime 
trend overall flitter fo the total* of patent 
appliiWinraljQflnrnlgtt TT-r : nirt»l numbers 
of paAA aggraAtiMM. Secondly, the patents 
sealed A MA abowad cnatic fluctuations 
(probably tgpfac eeredc then in the case o( 
patent appHoattena) in the case* of those 
granted to foraigann a» well a* Indian* I p 
to l9C240A|AA»iiiesigaaf a decline 
in the MfH wmben of patents sealed, 
especially 1* Jtba Mother* granted to 
rarei 0 Mre. Tire a nrwhrn of potent* scaled 
m faroor of forat p nex* sharply ruse up to 
1974-75 and then dipped to a low figure of 
670 in 19*041 ( co mp are d with 3.207 in 
1 974-7SandX294in 1971. Table 2) but rose 
again in tht I9*0» renchmg a peak of 2.583 
in 199*49. Hi* peak waa. however. k>wc: 
than Ae figu re * ranched in the earty 1970s. 
and the nemhara of patent* seated m favour 
of f««i|MN*lttd cam down again except 
in the laai year, via, 1993-9*. Since the 
number* of paaeot* sealed in favour of 
forelfnamaftwaya oaceoded those in favour 

of Indiana, A* ..ami n u mb ers ot patents 

scaled alao A*ptay a lagping profile over 
time; 

The ctaanttaandl ho we ver, is visible in 
the rtacfcofpahmwln force. Potent* in force 
are lhnai ftp AAA amewal fees have been 
psad in a4£*» » Awe which hare been 
freiAjr gnraart tjAAA An toot two year*), 
the potent* rafd not actanHy be worted 
crenAonAttooMal Ana nrepatd. The total 
ndwbtt of pnhih A fafte dh r hn wf *rapb 
hwn tm-73in MR341. M«« of tht* 


^ come down to a 

J^J; 034 - fUT’ f" " 4ly * i * “ come * out 
»“*><the same proportion 

?L?ni P* ,en, ‘ i" fo** in 

1991-92** they dtdin 1972-73; but the total 
number of patents in force m 1993-94 was 


only a haif of the corresponding number in 
1972-73. In any case, patents granted to 
Indians never rose above a third of the total 
number. 

What may be the proximate reason for the 
decline in the numbers of patents m force? 

Taw* 2- Nqmw, or P ATWn fa, „ Gmkted „ Ihdu to tivnum Are Pom^ ,970 - ,994 

' mt I " d “ m Foreigners Total 


1970 
197) 
1972 

1972- 73 

1973- 74 

1974- 75 

1975- 76 

1976- 77 

1977- 78 

1978- 79 

1979- 80 
(980-81 
1981-82 
1982 81 

1983- 84 

1984- 85 
1985 86 
1986-87 
1987 88 

1988- 89 

1989- 90 

1990- 91 
1991 92 
1992-93 
1991 94 


*** ** & && + 





396(16.9) 
629(16.0, 
265(17.5, 
278(20.7, 
3S8 (25.3, 
7.37(18 7, 
426(18 4, 
928(32 I; 
657(26 1, 
281 (21.9, 
516(23.7, 
349(34 2, 
421 (30.3, 
405 (33.0, 
340(25 7, 
263(17 9) 
451 123 7, 
532(25 0, 
588(27 9, 
795(23.4) 
519(27 4) 
379(24 4) 
551 132.9) 
251(19 7) 
442125 3, 


2936 

3294 

1245 

1064 

1058 

3207 

1894 

1964 

1857 

1000(a) 

1657 

670 

936 

822 

980 

1206 

1500 

1594 

15,6 

2585 

1371 

1112 

1125 

1021 

1304 


3532 

3923 

1510 

1342 

1416 

3944 

2320 

2392 

2514 

1281 

2173 

1019 

,357 

1227 

1320 

,469 

195, 

2126 

2104 

3380 

1890 

1491 

1676 

1272 

1746 


Sotft 


\ourt t 


Percentages in brackets indurate percentages to the total number. 

ta i This information is based on the Annual Report 1978-79 However, according ID the 

1979-80 Annual Report (he figure was 999 

Same as Table I . 
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Held b> 


Tears 

1970 

1971 
,■»-»: 
1977.71 
1973-74 
1974.74 
1974 76 
1976-77 
,977 78 
,97*74 
,974 80 

1980 81 

1981 87 

1982 8’ 

1983 84 
,9*4-8' 
19*586 
,986 87 
,987 R8 
1988 8« 
,989-90 
,990-91 
,99, 92 
,99297 
1993-94 

Now 
Sit an* 


Indians 


Foreigners 


Total Stock of Patcnu 


2568 i 9 11 
1063(100, 
1671 Ml 4) 
3718(11 5, 
1948(12 2, 
10.39(10 9, 
299,ill 31 
2746 (12 21 
3065(13 41 
2469 (15 01 
2786(161) 
2’57116 0, 
,W8 116 91 
I129tr4) 
352-1(18 31 
3008'18.61 
7549(19 0) 
2004(16 6, 

2150.17 4) 
;5*4 (19 0) 

2468.18 4, 
22.38(21 4, 
1206 111 7, 
,034 0 0 3, 
|994(?1 5, 


2. .3 
27661 
28650 
28718 
28270 
24758 
2345.3 
19780 
,9794 
13966 
14474 
14448 
14892 
15291 
15726 
|3|f2 
10844 
10059 
10,15 
! 1015 
10941 
8210 
9093 
8997 
7281 


28321 

30726 

32323 

374.36 

32218 

27797 

26444 

22526 

22860 

16435 

17260 

17205 

17930 

>8620 

19249 

16170 

13393 

12063 

12265 

13599 

13409 

10448 

10299 

10031 

9276 


Figures 

Same as TaNe l 


ta brackeh indKaw percentages to the total number 
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of the jaaeral'.vathfay offwoiit from tin 
mrftor (6 yean a 14 yean wader ike JgJhJ 
AuL. Uki non kMariMthf abMfafaM 
dowaot the period of vatidfty of faeeats 
to toe field of food, drape aad m edi ci nes 
twsavmt year* wader the new Act. Table 4 
indicates dm e doehne hi the floater of 
flflanb wader die old Act wa a 
on at rih a tory factor to the decline n the 
wbek of patenU Another factor was the 
wnddatae of the bulge in m w o b ent waled 
m 1974-75. 

However.the major leoaeo for the deebwe 
to the stock of patents in force waa adectiwe 
ia the aomfaers of patents applied far wad 
eraawH} sealed Roar principal factors 
soemtouadorliethicdediae. Flrat. dwpateata 
that the foreigners died for were for 
t echno log i c* that were relatively old aad 
hence becoming rapidly obsolete ia (he 
advanced capitalist conntriev With 
competing prote ases aad prodacts bein g 
imported into fndu as finished prodacts. 
tatenaodiales or proshtcima technol o gi es , 
the pat e n tees found it less and leas ttsefW 
|o rcaew I heir proprietary rights ia the farsa 
Of patents, especially stare the procedwes 
far spptomiim and scaling were dHatury and 
efTim-consuming. Secondly, the rate of 
obsolescence «d products ami processes 
pwtenad acedemed world-wide, aad das 
higher rate of anrititm of patents in have 
reflected thin global phcmwncnim. I nsrdty. 
any have learned better to invent 
I the patents taken oat hy foreigners 



provided hy dw govaranma of India far dad 
hy Arms doing badness to lodia - bocBy 


CiWffal JJKSpsIl 

I© wBWWwpWHni WWI' fBMMVy 

bfawoeo Iff? aad IM9, Ytw tot* 

nvppvi«m w ^iwppwi vn hw 'wihp 

ofpataouptoeedcmne down hi 

to top* 


oy Mvin nnPL i vis w 

i aad date 


as a di si n ce nt iv e agriiw local K ad D 
[Bagchi and Dosgopu I9SI) aad the 
gove r n m ea t had eacooraged foreign 
o o lh d w earton agreements on a atom sad 
more lavish scale, es pe ci ally ia the II 
tGoyal ei of 1994). This any have i 
a farther d eterr ent to both 
foreigners paying lees to l 
the farmer becaase they co ai d _ 
secare proprietary rights throogh 
coNahonriea agreements aad the letter 
becaase they fiooad that their pmsaated 
proprietary rights cnotd he effectively 
nadiAcd by processes imported thrwagh 
foreign cohebondioa agreements. 

The vmalaaed d umi naa c r of f o re ig ne r s 
ia the total aaadtertif patent apphe a rioos 
Aledorpoicatsaealedistacoafanatty with 
the shannon ia i 


g r a nted ta fareigaera actat 
declined In the US. by contrast, 
nambers of patents groaned to US netfot 
came down h er ween 1947 aad IMM 

JU-ml tua - 

IVKVv IP havt|MI pVRI Vya , 

frweiMftfi «Aa km* mMiod fiy 

rswvtmpasat ^^^ma nowtoto^n^^^toma en^o 

than a q nartar of sM US patents to 
came to own aboat a third of US pan 
to 1910. As TdMe S A reveals, thasatre 
coo ttots e d a ao ba t ed far the US and la 
up to iTv^wtiM nmnmmmxmmet 
only a Halt atqee than 50 per com of: 
tawnbers of patents grsoted hy thoUl 
|p>? wfif T Ti^ In I sp ot nartrtntli arrota 

Iw IKnJW Of of® pWl 

granted in that year, lit die UK. the m 
leader m Mchnotogy to the 19th cam 
foreigners already acctsMed far fa 
tfoaners of40.999 poteatsgranted fa t‘ 
by 1993. the anafaerof poteatsgnaaed 
come down to 77.S27 and fovnigs 
accmmtcd far shoot 97 par cant of 
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, '«»*■*** mdUeomark. aad alw> i.. f 
■ *$ # !* »*> «, ! *.**** We m* mthe L -«c 

(MM#* W*«fd* t* review* euccJ tho»c 
tidtdf »4«t* mm-nmideni*. But mi (Ik w jmj 
Ii i li# r r mom»io>. * 1 / Denm.-rk 

ondilwdf) K%itiit* dh* number# prantctl ■.. 
MUMVktdmt*. exceed thnac t»> resident' 
However we* dev .hai the rate* nl ponvii 
lit MMII fRMMtt h* rewlc«> and mm 
wtajHli; aMwin Smah Korea ..c r« high. r 
(ha* m the cue nt ail other counmr 
tm rtudap ol cour*. IndtaMtHt 5B) 
tbi* die compiled hv Kvc.-ison ■ !«>K4 1 
lemat mother iV»HniM-h3fai.ii.f>s:i, il patent 
mgMMuftua* The ( $ Wo4 Gcmuiiiy (that 
w.Bhr fa nmH d mi KcpuM k ol Germany). 
Fmo*. UK «Ml own (mailer developed 
inttotnrr u*h — Denmark. B.lyium and 
Netherlands ail had a wmudctjhly larger 
number ol puertk rephoered in ihe mime of 
their RJUnoaK in foreign co-jotnc# Uun in 
their home tutuur'c* In die caw ol such 
twiwnt*»D (M aii Bel* nun- NcthcrljoOs 
and bahr the n u mber , of patents held by 
nmimut' abroad w*» *»l the order at five to 
10 timck the oandkYi hdJ by them in Uwr 
homeland. Our aaalvxti of data foi ihe 
suhacqucnt poriodk Hu. I WO I8H4 and 
IWte) iaritcated Manlar trends particularly 
lit the cab of the US. Germany. UK and 
I lance tTaMe^ 4A and 68) Pan <>l the 
rc—anrnrffoscnuldhc muitipK: registration' 
uk hkhl nepwa ratio— to count ne» which 
were ufnawnci to the Pan't onvemam 
Hta pan cm)hlai«olMS JHithuied toihc iucacr 
anrtjfencyol proof of uweuiivenek'required 
by damemc hm pan o r —Id be due m ihe 
ptivnimpotevun — m m m a — mlam t which 
ate a c— a l ly mtfoy modcH) » countries 
imoally . p—<r uwrtcieco—«mm) with very 
madrrpaaw ateam lor uaitiraiian at claim 
of urifMHty.aad pan could be dor to the 
pwo n u n g eK products aad processes by 
h taochm m adhatdhirim of ma hin a tion al* 

la rir fwuilda 

VWOMMIIVM ■ WNUIWMIL « *ctWK 
to de fie d pmaat rights m their home 
I that to portray 
ia dc—Aapad coumnca at 
ar piracy by t te udopiag 
Tooheoue 
.«* cat cite 
Wunanil Chemical 
lubocamty (NCL) NCL made certain 
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«wdt» ht fMod dee making p.djmieii* 
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+tecfl«cfiveaessaftbepu»ffoiy*tB«ncau 
£ partly measured by the number of patents 
Am out within the country aad abroad and 
y the use of patents within the country, la 
Mr earner paper we indicated some of the 
acton which affected adversely the 
adUadon of patent* in India fBagchi. 
anetjee md Bbrnmcharya I984:3«W>2]. 
Ik situation has not improved since then. 
%edauan applications by IvSan nationals' 
or patents abroad (Tabic 7 A) and patents 
ranted to them by foreign countries 
foble 7B) reveal that India has a poor 
scord in this fieid in comparison with most 
evefoped countries. The patents applied for 
ladto national* abroad are only a fraction 
' patents appHed for by then at home, and 
e patents granted are an even smaller 
action: the proportion of patents granted 
i those applied for abroad t e ems to haw 
sdiaed rather than risen over time. There 
s several reasons for this. One of them is 
*taMy the costliness of procedure for 
ting out patents abroed: it generally costs 
. $ 1.000 or far mote for completing all 
i formalities in the US* and fow cash- 
rappedgovernment laboratories (which are 
Spot bidders of Indian patents among 
donate) are p r epar ed to engage in such a 
Mane. Secondly, of course, foe statistics 
ko reveal the poor competitive spirit (and 
eegdt) of even the few began firms or 
a n isK kmi which consider it worthwh il e 
lake out p at ents in foreign countries, 
for a slightly closer look at the worth of 
Mm paten t* , we have used the work of 
umber of toveatigakxs atta ched to the 
SIR and NfSTADS in the field of 
technology (Gupta and Subbaram 1993: 
rid andOarg 1993). Brntcdmoiogy in the 
tse of purposive use of biological 
atetaas by human befogs is, of course. 
oM as the dosne rt i c stion of animals and 
: practice of agriculture. However, 
technology in the modern sense of 


|»folog ic al o r g an ism s including their 
etteueat ceils and gowa dmes from the 
led aflar the second world war and tea 
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aort a ) mmm t » far htOBchooiog y during 
the laat phjm «f-foe frime immttenhip of 
|rtt i* flwrtMfdrtwmfc to to commercial 

poor ri«#aad India tot* fallen behind mow 
advaactp market-'economies or the 
t a nn j)i»> H maamim of Eaat Asia in this 
ftdd atoO.tMam dtaiioo statistics used by 
OupuaadfMUtonwi (1992) and Karkt and 
G affi (199 3) do nottein to dispel this 
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Kaiki and Oarg (1993) bated their 
evaluating of foo worth Of Indian patents in 
the flatter Motoehaalagy filed in the US 
on ctoKkNH gtowt in the Science Citation 
/ndex. fids id agaiM selection and imperfect 
method of ottohnaSon but it gives some 
indication of the degree of potential 
intematttMl coo>p«;Ulvene*i ol Indian 
patent! in (Mb particular Add. 

The Add of bioaechnotogy in the study 
by Kadd aodOarg was broadly defined n> 
include lovaotiona broadly related in 
"proceasea for (he production of drugs, 
medkrinaa, Hacttea and food, including the 
processes emp l oy ing the use of micro 
organism**’ {(Cartel and Gmg 1993.167] 

We have te remember in this cooteu that 
the Patents Act of 1920 does not permit tfc 
patetniag of produces or of living organisms, 
invented or o th er wise * In the field oi 
biotechnology fowa defined, there was » 
total nu mber nf 1.099 patent* filed in India 
over foe parted 1972-1990 Of these 7% 
were filed by ftunigam (413 patentees) 
and only 399 (dbOM 2* par cent) by Indians . 
(113 patentees) W gh t een multinational 
compamea hatt about 40 per cent of the 
lorwgn p m mdi , Wb l WUn tothe case of Indian 
patents pubbcraaanrch ocgamiwumi. held 
thorn 43 par earn of foe pmeon (Gupta rod 
Subberam I992J. A acmtoy of foe time 
padarn of Mton-fMod paaento reveals no 
upward trend. However, there was a spun 
over foe parte d 1997-90; in four years 94 

ntoradwfoMpMMUiM^^T^.'bSipmenn 
hadhraatrttohmg. Ofomnln.oaaw average 
>0to ISpmmmtwmflMby tedlaro m foe 

Atom* foreign anmtortm foe US and 
MUteiMHHki far 125 nrtrnti 
«*.* brnin ** com and in foe croc* 
«*•%» aflunUhi foam to a dMmct 
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patent* in foe iateimiwwl c on to rt . fCnrtrt 
and Gary analysed the paten citations for 
live wetwat year* from the date of fltat 
puhhcation. They found only six cuatiow 
«f Indian patents of which three were filed 
by the CS)R. two by the Central Council of 
Research in 6yurveda and ShfcJha and a 
sixth hy an individual (R Khaonak H o we ver 
poor (he record aught he as judged hy this 
measure. n suit underlines the importance 
of atiNamg the resources ot the CSIR and 
of paying more attention to the inheritance 
fouufoc traditional medical science* ol’lmha 
and to the enormous Mock ot biological 
resources occurring in tea ore in India 
The Indian drugs and pharmaceutical 
industry is not alone in using patents as 
c ompe ti tive utxtrumcntv For example, in 
the UK. the 'pharmaceutical industry 
•Massively exploited the patent system. 
B a rrin g foe ewe of penicillin. mmaunuhiottc* 
and other new drop, were patented hy such 
Arms as Wuw, Parke Davis and Bumntgtn 
WeHcsmsc and the patents were used to 
nutcase their competitive power or defend 
entrenched positions- These firms have large 
R and D outfits of their own and the l IS and 
British Onus captured a large mm: ot o\ersens 
market* hy using putents and marketing 
strategics (Taylor and SilhcrMim 197.1- 
chaptiir 10; Mamdant 1992. V4|. Pursuing 
asbftoem strategy in the early 2Uih cemury 
sadtascanftacatianufmanyGcitnanp. eras 
and Muck wring the markets ot the western 
companies. Japanese firms were aMc to 
capture large markets lor drugs and 
pharmncewtscais (Banhntorncw I9H921II 
ia Bntrib rink*. in trie absence of patents 
far indigenous medicines (particutarly 
tprair). foreign pha rm aceu t i ca l firms 
mixed atari of the modem pharmaceutical 
m a rk et s and thus they d es tr oyed many ot 
foe effective domestic pharmaceutical 
businesses (Bala 19911 la the post- 
I nd rpc adca nr prmtd the mcx m sii i c n cteMsf 
g nre rn m e m policy fpmtkufarty with regard 
to R and D? olkea proved dUntngmg to the 
cmnpetsMve strength of foe local batmen 
mfoa (Chnudhuri 19*41 
Ntuper, due Patem Act 1970. through 





nuwMfcnm ml R and D gave tktdamtmk 
fifths * potnpmhive environment; they 
began to perform wed even in the export 
markets. According to one ruoeat study, foe 
dome s tic c m— could c on tro l 70 ttr 
cent of the Jrirocutk- fonmrtafoms market 
and *1 per cent of the hulk drags market 
and a c co un t e d for K5 per cc« of foe exports 
of drugs (Atturiru Ww. D e c em ber 5-*. 
1994. p 59). In another study, covering the 
period from 19*9-90 to 1992-91 it has bom 

companies (42 compani e s) did well hath in 
terms of sales and profits (Bandopodhyay 
and Das I995|.lt wmahmehservod that the 
domestic firms dtd better than MNC* hath 
in terms of tale of growth of aales and profit 
margins tr<g>tW44Wkrv. December 5.1991, 
pp 12-11 )nd Nachane 1995:263) 

On the hato of the GATT agreements, 
product patent* with a life-span of 20 yean 
would cmne mod effect in India within foe 
year 2005. if ant earlier. Several aafonn 
have discussed the possibly advene impact 
ot the new tcgtme on the price and levels 
ot production of drugs (Dhar and Ran 1991. 
Thomas 1993. Prasad amt Bhat 1991. Keuyla 
1994: Salto 1994) With the imposition of 
new imcUeciua! prop 01 / sfonp with 
the progressive deliicnung of drug 
production and decontrol of drug prices 
earned hy the central guvenunem. there is 
every possibility that Indian companies 
would lace a situation choc to the pre-1970 
pend. How far foe domestic firms will he 
(Me to swing the pendulum in their own 
duection would moat fourty depend on the 
capabilities of foe local firms on several 
fronts They arig h t , for example, explore 
markets for generic products whose patents 
have expired, uy and improve the levels of 
R and D particularly in tfcaunem of dueaaes 
typical to tropical countries < where Indian 
compa ni es enjoyed tratritnuto s uperiori ty ) 
ami expand for produtinai of the drags ia 
which India enjoy* comparative coat 
advantage*. The d u m eit ic flnaanrigBi fo> 


i aider to got accesa hr 


apan ef tnae ifhc years from rise date of Uptii n 
ttdfcg) rather dam foe right for pro du ct patciUi p 
gatfofong for a foN hagfo of that ti c. 14 tofougnr 
——si —« foe ftadtoi ikm — cm! the auml 
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The Indian patent nya m m t* ugly »•\ 
at foe innovation nynta ai foe curia 
The lat te r wo uh Jinchidcatfthose pruen 
and hwitufom* which wmrid onl or ho 
teaming hy doing, teaming hy u»i 

T«au. X Wtaaua nr Nwn Kuxnn n 
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19*6-67 

tvtri-aa 

IWJf 

19*940 

1990- 91 
tWI 92 
1992-91 

1991- 94 


214 tri lit 
19* 15.7 Jh 
221 (6 14) 
216 1.59m 
35* 16*61 
921 (9.09) 
214 (675) 
271 1706) 


1*5 (S 
IU IS 

uatt* 

146 17. 
*7 ll 
IW «7 
94 |7 
141 ,* 
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on dttthop floor. 
Httaovations, locally 
_ wd their use. ami 

*%' r *' fcin R l changes 
i A m*mM‘ Thee* t* plenty of evidence ol 
the Ihe Indian innovation 

syI ton lit IhW target* *en*c. evpccially in die 
m)n .agrlcuhi»r»l «ect«H* of the economy 
The coMH*t between the malfunctioning 
of the innovitljon system in (he Indian 
economy wd «* potential for syncigistu 
contrihtrtkw to the growth m productivity 
md in 'income can he easily illustrated b> 
taking the Ctoe of the South Korean ct .moms 
/Vs in mo*l other areas of modem 


manufacturing and associated activities 
j^mth Korea was a late suiter compared 
wtthlndfu hi aenlngupanykitidol innovation 

system. For example. while the mo.he 

Indian CSIK go back to the second worm 
*ar period, the Sooth Korean equivalent ..i 
,I H - Korea Institute of Science and 

IccluKdof y (KIST) wav run established .mid 
I.>67 (Bapchi 1W7.5JJ Once 11 was vt up 
however, the South KxMcan government 
nxik decisive steps to link up the KIn I and 
„ s successor. Katca Advanced Inviifitv 
Science and-TechnoloKy tKAISl , wot. 
inanuiacwringunit* These institutes wen 
trom the hegmnm* mission-™ tented and 
were expected to earn most of their rm. >i;h 
i ,„m research contracted lw w uh pr. mu. i n g 
units But the fatter wctc resipt 

obliged to produce cleat ptuKiamtiu-. 

absorption and adaptation •»! tcvtinologs 
imported from abroad amt wrre itvu-i.u, 
obliged to set Up their own R at»J l) un.l* 

,.r In go to a public!) sponsored R .no It 
syi up for chalking out » tcshi.oiogx 
ahM.iptton path. By v turn aw »h>:r 
ic.ominendaunns were made bv a mimtu r 
»i rrv tew commute** set up to c x amme i he 
working of CSIR laboratories eitc.u.eiv 
linking those laboratories up wub me 
•wnvuicsof maaufaviurmg units, the tan. < 
were not ohftgedmchalk out a programme 
inr absorbing or adapting impniie.t 
technology, ttbk* remains the »\ in 
.imiment spoiling the effectiveness »t <v 
Atwd HustaittCotiHmuee rm ommendai>< <o s 
'O bliging CSUk labormooe* to earn id pe< 
vent of their income‘ from contra. I 
ifsrarch.) Ill fwt. Buna regvl arts or«eJ 
. toretgn cnltahoratxm route, bypassing 
v.riousresptHcmcnn retarding vetlmgs on 
payment of royatUea (m hcencc* of patents 

>r manuftKSiiwitfbhieprtntxoN aincxi «-*•/»» 

t angofirmsfBagchtandDacguf-s. I9h> i 
Moreover, Soph Korea dW w« permit in 
growth «i a fnfm Mac ta »V 
a large wwaherof fcgB^pi-coWffolfrd firms 

wok only tt m a fgmal m the 

'"d'gtnimhm ntfiMhgUi im n» imported 
trehnofogy* . 

(be of thahej f mu ■Utmwmal system 
"• 'wmvtnhoi tolhdaMMMWtnnd <***»«) "* 
rt|tmd«wi«»K oglfe *•* agam. bvha 


wa* in advance of South Korea down to the 
1970s. In 1970-71, Indian expenditure on 
R and r> as a percentage ol CNP was 0.35 
per eem way below the I (ret cent of GNP 
Malialanobis had pleaded lor in the late 
Whs |r.OI 1994 .501 But at that time, 

R and |) expenditure as a proportion ol 
f iNI* al 0 <4 |>cr vein was marginally below 
that ol India |Bagchi 19X7. 551 By 19X2. 
Iiuwevcr the pervcnlagc ol R and D 
CMiendmiie to GNP was already 0.95 in the 
vase.il South Korea whereasthal percentage 
was n<a readied m the case ol India unlil 
I9X(>-X7 In i|i... Inji.,n case, the 
correspoticiiiic proportion marginally 
UK leased to O'lfi per vein in I9XX-X9 and 
dan slipjied lo 0X9 per ccnl m 19*10-91 
Kitl| 1‘bld Ml) lnlhevase.il South Korea. 

per .enlace ol R and I) expenditure lo 
GNV baJ gone up to 1.9 per vent by I9XX 
.(>i iwu .Mi) 

lb* .onir.i i tviween India and South 
Koiea ir: respeef ol the private sector 
, oniribi.ii.>r. lo k and 1) expenditure is 
i.p..i' . Ns's and u ioul.l be argued Ih. t 
it; i a die Indi.ii* |*r!\ale sector in 

engageR u.d!>...Iniiics is..ma|or la- mr 
('.'.'and t!re p .or pctlorn>.ii\c o| India . 
.nt.os,. | ..i|i sv.iein including ihe patent 
-lav ant ponei'i ol that '..Use; system In 
’.*■*!>'• pfis.iie luitJitig .0 R and D 
i....unied !.‘i i; s' lli.n. I" per .cnl ol loul 
tul. Ic.i...' rt a'.j D cxividiiuic 'n India U> 
iox>. s " 'I'l.n.r.Kd jbo.it 14 per .cut 
the ".e...'i,e. R ai.d 0 exivndUiiic. -v»I m 
i>wx. *i- >• |.'i‘. sport .'* tn.i. '.4 (soventttgure 
|(, 0 | pi»i: 4-.; I:. ...mu*', in Souls Korea 
..|V: pro ale lands .dreads aevounts'd 
t.u * * p-.| x e*i* *'1 lota* R and T)expenditure 
Os | f #s2 pus ale souivcs contributed ot) per 
v c *il . 1 -tv naUulij. I; add l) expenditure* 
and bs '*A- pr.sjte tnnd' accoe.nic'cl lot 
x«* |sc i .,*oi <*t ir.c n.iticiOal expenditure or. 
R .,r,0 I' ifeti**. 'V' 

.'iguoigia *t*.i. vXvsssi.. gosernmeni 
ion o* IN ex-evive we'v’.N .’I the 
m*s t.u i*. the.c.'oopo ,-.’e lespons'He 
g (x**‘. *n a".*. ol ’he Indian 

,p..n scsigi*. *d'e paisau scM.'i 


.iris! 

<C k’ft'j 

t'U h IK 


component ol that system is not persuasive 
because in respect of the degree of 
government regulation or the prominence of 
the public .sector. South Korea compared 
well with India for most of the period 
covered [Bagchi 19X7; Amsdcn 19X9; 
Haggard 1990; Wade 1990, Singh 1994 
Lee 1995, Bessam and Kaplinsky I995J. 
There is also little evidence lhat ihe economic 
liberalisation process which received a strong 
tmpulselrom 19X5 did anything lo improve 
the motivational or technology ahsorption 
record ot Indian industry The increase in 
tirm sim. increased foreign compcmion m 
increase in the foreign cc|uiiy vomponcm ol 
capital invested in India were expected to 
stimulate R and D activities and their quality. 
On a study of the record during ihe years 
I9X5-I99I ii was lound. however, that 
“loreign equity |was| negatively associated 
with R and D intensity" |Alam 1993:52) 
and firm size and increase in degree of 
competition through a greater degree of 
opening up of the foreign trade sector had 
no discernible impact on R and D activities. 
On the contrary, a larger import of raw 
materials and component s through tfxc easing 
ol the foreign trade regime, was also 
"negatively related with R and D activities" 
|Alam 19*01. 

There is a provision in live Indian Patent 
A.i 1970 lhat every patentee and licensee 
should regularly lafler six momhs) keep the 
Controller •*! Patents informed about the 
actual u'.'lisation or winking of palcms 
(section 146(21 of Palem Act 1971)1 Butin 
reality, no compulsion was e'er used to get 
such inlormation from the patent holders 
even at the lime of renewal .>1 patents. Each 
vcjj in j about onc-lourth ol tlx* patems in 
i.eve. voniained information about ihe 
vlallis ot the patents (whether they are 
K'r.ig . • Used ot not) So exhaustive data 
on patents worked were never available. 
On the basis ol the vI.iij available, it has 
been lound that only atound 3t"5 percent 
ot toial patents in force were actually 
worked m India Table 10). 

Aga-.. m India a large number ol patent 
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apptications are kept waiting, peaMItf «he —-• 

rubmiMtort of the final examination report 


According to the Annual Report ofthe Patent 
office only around 25 to 30 per cent of the 
total patents to be examined in a year are 
actually being examined; (one reason for 
this is the insufficiency of qualified staff in 
the Patou Examiner section). Every year 
around six to seven thousand patent 
applications sue being earned forward to the 
. next year for a future examination. Thus in 
the process, the innovations often lose their 
competitive edge and the patent applicants 
often lose interest in obtaining their patents. 
In India normally it takes 2 to 4 years to get 
a patent finally sealed, even when applicants 
are persistent. These data underscore the 
lack-lsstrc performance of the Indian patent 
system as an instrument of innovation and 
competitiveness. 

The success or failure of the innovation 
system has ultimately to be judged by the 
extent to which it promotes growth of 
productivity and national income per capita 
man economy Bui within a capitalist system, 
the use of R and D and patents for projecting 
national markets and penetrating foreign 
markets are important criteria which can be 
used for judging the effectiveness of the 
innovation system of a country. By these 
criteria the Indian patent system introduced 
in 1972 can claim only a limited success at 
best. This is not to deny the significant 
advances made especially in the area of 
chugs and pharmaceuticals obtained with the 
help of the Patents Act of 1970 (see, for 
example, Keaiya 1994] This is also not a 
suggestion that the scuttling of the 1970 
pment system on the dictates of the new 
World Trade Organisation or a further 
crippling of the national innovation system, 
thro ug h the sacrifice of national autonomy 
in poticy-tnaking according to the IMF. 
World Bank gospel, is a way forward. The 
enquiry should be directed towards designing 
a national innovation system of which a 
rw t on a l ly constructed patent system will he 
a nuyor component. 

Certain simple measures can be suggested 
to improve the working of patents as 
compe ti tive weapon*. They would include 
wide and intensive use of the patent 
information network and efficient 
dUscatination of such knowledge both 
nmong large and small firms; extension of 
service of the patent office for givnig opinion 
and sugges t tom to the domestic researcher* 
(or research units) about the scope for 
patented invent tots* in specific fields: 
eglpinynimrofniewcpidffntonsli who me 
me w fno mo wn*c pmms pfopmiy •w 
4bty pfikzit) frwwIiHff. Kmd cnM^oi of 
fa# dMoMM of lotnb jjndl far 
of 


explfcao ^ e rtl vBttmderiyhtgdiei 
of a patent system. tn-hooee patent iserr)t 
service, effective s c re enin g of uo worked 
patents and lapsed pmwna to re trie v e the 
uaab l e tPciiBologics, a n d impa rtin g o f tmi niti g 
to utilise intemstraoal patent Infor ma tion, 
could be considered further as some of the 
vital steps to strengthen both the institutional 
support and innovative environment of the 
firms. 
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on intellectual property rights with the Comae for 
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1 In Japan, unless the applicant or a third party 
maker s written request within a period of 
•even yean from the dwe of fthag of patent 
■ppiicattons. the patents will aot beeisnunrd. 
then the patent applications unB he tseawd as 
withdrawn. However the applicationscoaldbe 
converted into applications for utility models 
(minor invention! Similar types of nries are 
followed in Germany also. In South Korea the 
applications could be left unrsaininedferHve 
years (Jacobs 1994. J-tt.G-9, K-2I| Inaddnto*. 
t a Japan, through a fmmsaad pahheanon of 
patents < ft ifan) each patent opphcauauui laid 
open to the poMic mspcciio* after I (months 
front the due of appheamn Then the appheant 
enjoys the imphctl right to get compamarion 
front any third parry who u 
working the atvenlioo sought W be 
However, the nghr can he exarersadaaly after 
fkc pOK*tumtl(KM pgMKiMM of 

Bat even then foe law is 
enough to protect the applicant against 
infringement by others 

2 Utility model* arc nuaor tm t ovano n a They 

iftoiwfaric Myiwd faiot nliliif 
cMWfiOKio or «—rwNtgK of The 

ftfinnonn Uvi m unct hew. The 
c o w fcn cdby w>pdrkart«<Mwl#rlodio»c 

by a pilnl, bo*ever utility MohU 
err protected lor I chorter faHMM Scwd 
Mrifom such m Gerauwy, Japan. Spam and 
South Koaea gHnadfononatproiacano to 
models 

as such is an espewtve 
US ItefSea srqawri prr lr uiramti who can 
succeasAdly draft foe peseur tight wtuch should 
he protected However, te foe US fount i* a 
twotwr system 
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base for industry 

By S. M. Oatta, Chairman, Hindustan Lever Limited 


GROWTH AND 
CONSUMPTION 

Four yean of economic and fiscal rc»- 
uucturing hnc brought us cioac to the reso¬ 
lution at the crisis which triggered the entire 
process. It was primarily an enema) pay¬ 
ments crisis and has been resolved through a 
judicious mix of external trade stabilisation 
on the one hand and strengthening of the 
manufecnaing sector on the other Now that 
the economy has regained some stability, K is 
time that we addressed the long standing 
problem of inadequate growth and the 
unequal distribution of our economic gains 
with a fresh nundset. 

Co n s ump tion Powers Growth 

The economy has recorded a surge of growth 
in 1994-93 and the spate of recent forecasts 
project future growth rates of around 6 per 
cent. 

Apart from greater-access to foreign sav- 
tag*. (he onptscii assumption appears to be 
that domestic consumption will increase 
sharply to sustain this growth. Exports will 
certainly grow, but they will not become 
large enough to provide a mator outlet for 
our sawdsiurig sector Therefore, we have 
to reckon with the sbe of our domestic coo- 


CONSUMPTION IN 
THE RURAL SECTOR 


wftb the urboa sector Put the rituaoon hat 
flaheagy changed oner the has decade due to 
1 the rapid development of the dtariburioo 
Uhsmnstc and the otesho rack, "today, the 
run! sector accounts for nmrty two thirds of 
the coun try ' s private con s um p ti o n . The str¬ 
ong Units of the ur ban ec o no m y with the 
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omy is therefore badly in need of a smart 
acceleration to brtug down rund p ov er ty and 
reduce the runlutban income di sp ar ity. 

The In vestment Op tions 

Although the absolute quantum as well as 
the proportion of the Flan e xpendi ture ear 
marked for agriculture, irrigation and rural 
development has increased su bstandaB y. the 
Government share of capital form ati on con¬ 
tinues to dec (trie because of the unbrtdied 
growth in reve n ue account auhakUet for fen 
tiiiscr. power, nteryuid rural ciediL Accor 
ding to USDA statistics, the Government 
intervention in the agricultural produce mar¬ 
ket towers the payments received by the 
Indian farmer by IS per cent Corrective 
steps taken daring the last ten years have. 


lack of harmony and integration b et w een th 
dcvciopracra of the rural and the urban so 
ton of our economy. The capital taKwhy u 
run), agricultural growth is for less than ito 
of urban, industrial growth. Th cae fot e, a «i 
tain d e g re e of Unba lanc e In the attocarkm 
development expenditure is unavoidable 
But, when carried to extremes, such UivtM 
mem disparities can lead to serious pmi 
term, such as tow agricultural productivu- 
and incrcaacd rural poverty 

Influence of Agriculture 
on Industry 

The importance of agricultural growth *nv 
productivity to the country's cconotm > 
apparent m mrimaWng the price *ubdm •• 
foodgramt and other essentials. Agricult wn 


Agriculture is • commercial activity and its success is 
determined by the financial rewards. Efforts to 
overcome the disadvantages inherent in small 
holdings have so fir relied upon the financial and 
technological intervention of Government institutions, 
but with limited success. A more feasible solution could 
very well lie in organising the termers themselves into 
joint stock companies to own and to operate their 
landholdings. This should bring home the benefits of 
scale in exploiting technology, as well as markets, white 
ensuring that the termers enjoy a continued 
sense of ownership and participation 
in asset management 


however, crowd the price index of vgpVuf income rfoo fork Ike rural cu vw mnpi i^ •* 
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** “ta*"* needed 
1^4**.*+ talent firowth.These 
faatatal tpedOc pottcy haucr 

Wuili»Hl>ttTtoAgrlcMlturc 
Tlw Orff *nc*> KM* contents agricultural 
Dr0t g Kyta ky- Our field* continue to he rather 
j^lcTabeolou: term* For example, our 
Dtli 0y ykW I* «BiT ^5 per cent of the 
!^’,he*t<Jta»«teChte»>* nd * thl fo 1J| 
the worid** highest (UK and Frame). In tart, 
oor ^tadtura! productivity I* »e»s than twrs 

tWntao*ihe* 0 ^ l ‘»» ve, *» e 

■jl* tew (verape star of holdings in India 
rt , f a^> advanced K the reason lor our low 
ocHiucttvity Land ownership t» skewed Ju« 

Iwo per era* of the owners control met 20 
per *e land srhde nearly «i per cent 

!>( the landholderscukJvMe onh It per itrn 
l)t the taad-On the other haml.our per rapiu 
ava ttaMU T * nbU tand (0 2 ho tares) .s 
iwk* that <* Israel. tour tunes Hot ol Korea 
jnj fisc tunes that of Japan All these conn 
inc* have a high afrtcuHural prodmt.v.n 

despite stead hoMlngs 

The producltetty ot the smalt and the 
n^r-joal tanner ta retarded by the sen limn 
ed access which he may have to relesam 
miorunsion. cfaciwnm servko ami agr.c ul 
,ural crevtaThc targe bosh ot tav-loVr on 
tnduui s^teuhwre.penenncd through veo 
„f murasch b vet to be transformed inn. an 
organised recta***, sustained bv a protrv 
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mera.akhiM#> wnthtah •* <* 
astral outpwt *»IH tonitnue* w ^ «> :t ' 
While the pros* hweument m ,rr.*a.mn .s 
itaiua ItahO.WK) erwret rhe direct annual 
financial recovery »» estimated at below 
Rs A0O c«**v Nearly *0 per cent -i oar 
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positive and pragmatic thinking. A similar 
approach is necessary to fulfil the social 
Infrastructure needs as well. Education is one 
such necessity which should not he confined 
to universal primary education. The vibrant 
growth of agriculture needs the informed 
participation of landholders possessing a 
sound knowledge of the craft of agriculture. 
For this, we need »o convert our extensive 
knowledge base into user* friendly technolo¬ 
gy packages aimed at improving efficient use 
of resource*. 



Trading in Agriculture 

The rcturrmg food shortages in the early 
ycais aficr Independence gave rise to the 
Fwrrural < ommoriilicv Act in 1955 Supplem¬ 
ented bv subsequent enactments at State and 
< cniral levels, ihc administered market sys¬ 
tem now c* acts around 90 per cent of the 
cultivated area andth<T produce 

Rise and wheat the two ma|or food- 
grains provide an interesting case study 
t>unng thf* past five >ears. the total output 
ligK fiuviuaied within a rclalivelv narrow 
hand <if ! ”> 10 1*" nuUion tonnes Between 
15 ami JO per ec.u ol tlie crop has been pn> 

< nrtd bv the ff I The <*■* eminent however, 
has mi urn d a loss of nearly lb d f)00 crores 
in i!>c Lst five vr.irs 'Pie private trade chan- 
m^anwhiU* hast continued to handle 
nv/rc than >«> per vent <»! the sr>p and havx 
car nr i! «*.nsistcnih h ighcr margins Yet the 
pneo a; the hnr Price shops 

have ^ 'n>i:.ed Ixrv.>nd tin ecomumc reacn 
,,• »», c it,.’.lion people who !i\cbelow the 

povenv ‘.irx 

n» < *iispvc trading *.n n*digrams mvobrs 
v „ s n v.ta.1' a' K»t <torap. handling, transport 
ard working sap.tal is well as for rhe pnv 
veeded u> andet die grains smtaNc 
to* iruk and fcf pnwtding ihe irqwird pwf- 
.. rv U rg.m ^vKh ts^wo* »i sjpnh chain m»n- 
i# event o". ».»>mprehcn" eh handled 
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Ante the tuccew of vuch corporate efforts 
These experiments include the contract culti- 
vation of exotic pes varieties, milk collection 
supported by rural development activities 
directed towards upgrading farm incomes, 
Intensive consumer contact programmes in 
support of complex fertilisers, hybrid seeds 
and plant nutrients snd, finally, extending 
retail distribution channels Jo more than 
60,000 villages. 

Direct corporate participation in agricul¬ 
ture would have manifest benefits but is not 
presently permitted outside the recognised 
plantation industry However, it would be 
worthwhile to consider a special Uispcnsa- 
uon for the rehabilitation of degraded land 
land degradation arises from unscientific and 
indiscriminate exploitation of cultivated 
areas, and from illegal denudation of forests 
followed by wind erosion. Official estimates 
place the quantum of such degraded land at 
PS million hectares, while norrofficiai esti¬ 
mates are far higher Hindustan lever s 
experience with usar land reclamation m U P 
shows that while the existing technology 
base is perfectly adequate, the necessary 
organisation and investment is well beyond 
the capability of the farming community. 
Commercially s able development of waste¬ 
lands by the corporate sector, under a social 
contract with the swernment, would signifi- 
canth augment our agricultural output. 

AGRICULTURE AS 
AN ENTERPRISE 

\gnculture is a commercial activity and its 
success is determined by the financial 
rewards Efforts to overcome the disadvan¬ 
tages inhm-nt ir< small holdings have so tar 
relied upon ihe financial and technological 
intervention of Ow uncm institutions, but 
with limit . success. A more feasible solution 
could sen well lie in ntgancsing the farmers 
themselves into foint stock companies to 
„W- and to operate their landholdings. This 
should bring home the benefits of scale in 
exploiting technology, as w ell as matkcis. 
while ensuing thai the farmers engiy a con- 
tmued sense of ownership and participation 
-n asset management Ue need to harness our 
mdusirtes m such development effort, 
because the future growth of the manufacur 
and service sectors would he strongly 
mftu-occd by the pace of wealth 
-nd the future growth of consumption 

rural InJu 
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BALANCE SHEET OF INDIAN BRANCHES 
AS AT MARCH 31. 1995 


PROFIT AND LOSS ACCOUNT OF INDIAN 
BRANCHES FOR THE YEAR ENDED 
MARCH 31. 1995 








Year 

Year 



Aral 

As at 



TT n .I- I 
Nimnti 

vt_ j_ .a 

c wmgm 


Schedule 

31/3/1995 

31/3/1994 


Schedule 

31/3/1995 

31/3/1994 


llaEl 



Ra.‘000 

Rs.'OOO 

CAPITAL AND LIABILITIES 


• 

INCOME 




Capital 

Reserves and Surplus 

1 

2 

21,960 

6,056,088 

21,960 

4.144,190 

Interest earned 

Other income 

13 

14 

3.783.654 

1339.400 

5.777.134 

636370 



7.323^)54 

6.413.704 

Deposits 

Borrowings 



45.474.630 

5.634,142 

3 

46,16109 



4 

7.144.205 

EXPBNDmnRK 

Interest expended 

15 

3.750,718 

44)36,784 

Otter Liabilities and 




Operating expenses 

16 

1.818,221 

1322.761 

Provisions 

5 

5.691.465 

5.293,409 

Provisions and 
Contingencies 


979J47 

661.732 



65,075.527 

60368.331 






6348.286 

6v22l377 


• 





1 PROPERTY AND ASSETS 



PROflT/LOSS 




r>d.m<R«linic« with 




Net profit far the year 


774,768 

192.427 

Reserve Bank of India 

6 

11.557.998 

6.377,21? 

Profit brought forward 


1347378 

1305,270 

Balances with Banks and 
Money at Call and 






2.022.146 

1.497.697 

7 

1.293.641 

22.736.891 

869.678 

24360,823 

APPROPRIATIONS 
Transfer to Reserve under 




Short Not»oe 


o 

Section 1i(2)<b)(ii) 


134.954 

38.48' 

Advances 

9 

17.875.043 

18.962.689 

Transfer to Surplus on 
Sale of Immovable 




Fixed Assets 


3,711.097 

2,445.129 

Properties Reserve 


0 

350 * 

Otter Assets 

ti 

7,900.857 

7352,800 

Remitted to Head Office 
Transfer to Property 


0 

281.484 



65.075327 

60368331 

Investment Reserve 
Transfer front Property 
Investment Reserve 


13.244 

0 j 

- 





0 

TO.OOi 1 

Contingent LMtabtiea 

12 

90.927,865 

68348,139 

Balance Carried Forward 


1433.948 

1347,378 | 

Bilb for Collection 

' 

3,486,481 

2337.170 



2402.146 

r ^ 
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SCHBDVL& FORMING PART OF THE BALANCE SHEET OF INDIAN BRANCHES AS AT MARCH 31, 1995 


As at 

31/3/1995 


Rj ’000 


At at 

31/3/1994 


Rs. '000 


As at 
31/3/1995 


Rs. ’000 


As at 
31/3/1994 


Rs. '000 


gdOMTU 1—CAPITAL 


_lafhdtaiatfer 

lte*»ll( 2 )ar *t ***** 

ItjgaWkM Act. !949(M«tet 
vain* of m.m M m lodged) 


Head Offtc* Reacrve 

(Smomt irnim* **"** 
fnaa bead office) 


730.008 727,790 


2*1.960 | 
21.960 : 


SCHEDULE 3—DEPOSITS 

Demand Deposits 
From Ranks 
From Others 


21.960 


1 


Savings Bank Deposits 


i Term Deposits 
21,960 1 From Banks 

-=■• j From Others 


and Simms 

SuuuylUMro 

.~.e m,tm lerane ll(2)<b)0i» 

Act. 1949 

• year 


i Re*er»« 

[*•><« 

Swptw oaS^tof tamovrf* 
Pwpatiaa 

m year 
Rcaerve 


dw ye« 

it ye* 


477.013 • 
154.954 ; 

631.967 


1.749.83 I 

1,PI,326 , 


438 <2fc 

36.485 

477 . 0)3 


I 749.851 

0 


2.921.17'' ■ 1 749 85! 


Head Office CSRMral CWfc* 


PtadtWdUM 


MimugA 

AMtimOngm 




<«• 




3*04 
0 . 
3,81 >4 

Ihh.hl* 

73 244 , 

« i 

201.861 , 
1.229 : 


\ 97.976 > 

l 

3 . 326.047 ! 


t.*77 *** 


2,098 074 

f.056.0** 


3.454 
’50 
3 MW 

236 61'’ 

(•' 

'o.ouo 

168.61' 

1.229 

147,976 
: i:!.*” 

1 247.3--* 


2410:2 

1.545.7(83 

4,144.190 


313.218 

7,873, 373 

8.186,591 


244,4)3 

7,039,925 


7,284338 


832735Q 


4.952,128 

24.495,740 

29,447,868 


46.161.809 


Dcpo.Xs of Branches in India 

SCHEDULE 4—BORROWINGS 

Borrowings in India 
Reverse Bari of India 
Other Institutions and 
Agencies 


Borrowings outside India 


Secured Borrowings included 
ahosr 

SCHEDUI.K 5—OTHER 
LIABILITIES AND 
PROVISIONS 

Bills Pas able 
Interest Aicrued 
HcaJ Office Funds in India 
(Refer note ?>.'»! 

Others (including Provisions> 


SCHEDULE 6 — CASH AND 
BALANCES WITH 
RESERVE BANK OF INDIA 

Cash in Hand .including 
foreign ourretKy notes' 
Balances with Res**' c 
Bank of India 

In Current Account 


46.161,809 


826.400 

„ ,43.062 

869.462 

6.274.743 


6,777,066 


8,194,084 

23,219,122 


31,413,206 


45.474.630 


45,474.630 


_._J3L908 

51.908 

S . 582.234 


7.144.205 ' 5.634.142 


869.462 


1.534.992 
2.110.979 

829,631 
, 1.215.86? 

5.691.465 


51.908 


1,015.195 

2.421.444 

829.631 

1.027,139 


5.293.409 












SCHEDULES FORMING PART OF THE BALANCE SHEET OF INDIAN BRANCHES AS AT MARCH 3J, 1995 


Asat Asat 

31/3/1995 31/3/1994 


Rs.’OOO 


SCHEDULE 7—BALANCES 
WITH BAKES AND MQNEY AT 
CALL AND SHORT NOTICE 
la India 

Balance* with Banks in India 
Qarent Accounts 
Money at Call and Short Notice 
With Banks 


Outside India 
Onenl Accounts 


SCHEDULES—INVESTMENTS 
layer tree nti in India in 
Government Securities 
Odter Approved Securities 
Shares 

D e ben t u re s and Bonds 



603.231 


I Other Investments 

Market Vaksc of Inv es tm e nts to 
Government and Other Approved 
Securities 

SCHEDULE*—ADVANCES 
B<itr purchased and discounted 
Cask credits, ov o r sha f ts and loam 



iMHuosl vumm 


.Jfttat_ 

183*5320 j JOUBRJ09 

UM8SL 

ivmm\ mmun 



690.410 

139378 

1.293341 

869.678 

17.179.409 

18,378.714 

294.3*7 

444.026 

36.438 

49.164 

1.359.483 

3370384 

l 

I 

3377.171 

1.918.634 

22.736.891 

24.360.823 

17.463.796 

19.119.349 

2,601.680 

2.687.613 

7.74ZI27 

8396,993 

7331.236 

7.878378 


14.013.915 

13.768359 

997.43* 

3353353 

J371767 

limm 

11,985.120 

20392309 

-Liiftga 


17375343 

18,9623*9 

1350373 

2386333 

964.103 

761365- 


EFkW 




L rri w tn y on - 




As at 

31/3/1995 1 

As at 

31/3/1994 

wasam 

000 


SCHEDULE 16—FIXED 
ASSETS 

Premises 

At cost/valuatioe as on 
31st March of die 
preceding year 
Addmonr during the year 
Revaluation dnriag die year 
Deductions during the year 
Depreciation to date 

Other Fixed Assets 
( l ac l uring Furniture and Fixtures) 
At ccut/vahratrin at on 31st March 
of the preceding year 
Addition! during the year 
Deduct tons during the year 
Depreciation to date 

Capital Workin-Progress 


SCHEDULE II—OTHER 
ASSETS 

laser-Office Adjustments (Net) 
Interest Accrued 

Tas Crediu Rccctvafalc—Cooua to 
Reserves and Surplus 
Amount Rec ei vabl e —National 
Housing Bank (Refer Note 2t•» 
Others 


SCHEDULE 13—CONTINGENT 
UAftfUTOB 


1 .*33.961 
106.029 
1.110.079 
73 
0 


3.049.996 


828.802 

170.147 

5.967 


IJ0U20 

32.725 

() 

R4 

31.435 


1.902326 


669.006 

161.990 

2.194 


... -isun_ 


.00 IASS 
39.692 


961.156 
72S.9I4 

264.126 


-.414-155 
_ I28.4W 

2.445.0 


441 tw 

726, i:« 
29*.t;: 



5,063.455 5.0654« 

9*1,206 1,019 t»i- 

7,900437 ~7.S52.it'*> 

arettfita s& sa-xr- - 


5344454 5.«l».i‘.' : 

I 

5*369.705 42.MX-..V , 

V 

17318,799 14.36: 594 j 

;™?w,4!6 ; 

14362.010 , 

. 

4,*9032* ! 

i 
\ 

1,471 «* j 

90.9*7J65i 6M4il«i 
















































Grindlays Bank 


'SCHEDULES FORMING PART OF PROFIT AND - 

- __ wa * TndeTma^Ti^ THE IND,AN 

Year" Year ---- 

Ewted Ended 

31/3/1995 31/3/1994 


BRANCHES FOR THE 


SCBMDULK U—WTEWEST 

earned 

law0*W8—t am ata M c e a talla 


of lad» aad o*ar iaaer-Bml 
Other* 

SCHEDULE 14—OTHER 
INCOME 


B—k Fundi 


Net prafitfCload Ml «fc of wvcamm 
Net prafittfQM) am iwvmtmmbam of 

Net prafRffloaa) a* (ale of had. 

Net profMtaaa) am cxchaage 

-- 


SCHEptBJK IS—INTEEE8T 

iMereat oa tapoaio 

Interest am H mimr m Bmmk of laduf 


Rs. ’000 


2,664.489 

2.699,288 

361.602 

54,275 

5.783.654 


759.955 

222.904 

211 .84" 

1 .'’05 

296.128 
6 , 86 ! 
1.539 400 

2.995."’Tl 

681.41' 
67 492 
3,750.718 


Rs. ’000 


2.713.685 

2,816.184 

247.265 

0 

1 777. i 34 


586.157 
162 942 

(383.347, 

1.649 

‘tM79 
14,490 
rift no 

3 410.! '9 

«2I.6'6 
KM 949 
4.0 36,784 


" 

1 

j-- 

Ye* 

Ended 

31/3/1995 

Ye* 

Ended 

31/3/1994 

_ _1 

Rs. ’000 

Rs. '000 

I SCHEDULE 16 — OPERATING 
EXPENSES 

Payments to and provisions 
| for employees 

j 

936.691 

700.695 

| Rent, Uxti 2 nd lighting 

149,476 

130.240 

j Printing and stationery 

50.603 

50,682 

j Advertisement and publicity 

76.593 

53.646 

Depreciation on Bank's property 

110.885 

105.280 

Indian /*Jvis-ory hoard members 
’ fees allowances and expenses 

4.156 

2,735 

Auditor's fees and expenses 

2.600 

2.200 

| Law charges 

30.237 

40.485 

Postage tele grams, 
telephones, eu 

74.639 

83.559 

i Repairs and maintenance 

120.361 

97.393 

Insurance 

36,541 

33.925 

Other expenditure 

225.439 

213.921 


1.818,221 

1522.761 


IDED TO AND FORMING PART OF THE FINANCIAL STATEMENTS OF THE 
INMAN BRANC HES FOR THE YEAR ENDED MARCH 31,1995 


Mg AllocuJ tuiemerm arr prepared i9i the historical com basis except where stated otherwise and conform to the 
MM Mad practices prevailing in India. 

translated on the Balance Sheet date at the rates notified by FEDA1. except deposit 
Aw« hot revalued and Eoeeign Currm, \ Non Resident Account balances under the FCNR(A) Scheme which we 
m ratal (111 nan tp oc tfW h> the Resen c Bank of India The resulting losses/profits on evaluation are included 

foreign ex change contracts ate reported at the ^tracled 

SSn n r . p- arc res atued on the Balance She* dare at the rates noufied by FEDA1 and the resulting 

tarn m apw«|H|H(W| *n* 19V iUlifkl 111 iHc ATHl l 

5JU5Sn!S*« axcxHHMed to. at the exchange rates rultng ^ thedate ot transaction 
MNC MM ta9«Bacnt>“ and wt saims) at the k**o J^^SS^iJPaS'aM:pSgRiWNotes^^taed 


K»W 


1517 




























NOTES ATTENDED TO AND FORMING PART OF THE FINANCIAL STATEMENTS OF THE 
INDIAN BRANCHES FOR THE YEAR ENDED MARCH 31,1995 

The after effect! of the much publicised 1992 Financial Markets Scam continue. Banks, including ANZ Grind lays Bank 
pic, who provided banking services lo banks and brokers subsequently identified as involved in the Scam, are now 
facing l egal iaaoe* as transactions are potentially unwound and the legality of some transactions which were commonly 
mtafUnd >* the market challenged. Resolution of these matters is likely to be protracted especially because in many 
caaaa tbaae tames are without legal precedent. The Bank may be exposed to claims and potential losses, the aggregate 
■mm of which cannot be quantified and therefore no provision has been made. 


S figures have been reclassified where necessary to facilitate comparison. 


SdF 

D.R.IBWREY 
ygm^gr. Investment Bank 
I flnwirr South Ami 


Sd/- 

M M M1STR1 
Chief Executive Officer 
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AUDITORS’ REPORT ON THE FINANCIAL STATEMENTS OF 
ANZ GRINDLA YS BANK PLC—INDIAN BRANCHES. UNDER SECTION 30 OF 
THE BANKING REGULATION ACT, 1949 

„ . ^ osmti of ANZ Grmdlaw Bank pk— Indian Branches < 'the Bank') (ANZ Gnndlays Bank pit: b ] 

” te at of our audit and have found them to be satisfactory. . 

rob wRh the provisions of Section 29 <4 the Banking Regulatwn Act 1949, read ’^™n^aal°statements are 

g (5) of aachon 211 and sub-section <- > •'* >cc ' , '5' ** ... h Companies Act. 1956. The financial statements 

dto be. and are no* drawn up. w chedul ^ ^ t0 !he Banking Regulation Act. 1949. 

-—**rr?~zz ;ir: r^L.—s -«-■ • - - ■— - •* 

y,--^.rs*nv, „ ^ ,.f,h= »-<«««>» ^„«. 

tzT-z-z ~ - * - 

JStSkW-t Of pwfn to to V* to" -to 

si—to.to to-. 

— „ych (Mve come to -w notice have rm. 
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Political Economy of City, State and Nation 


Jiyut Ltit 


7fce blatant claim of responsibility by the leader of the Shiv Sena for the orchestration of the January 1993 rit>n 
without attracting reprisal, and the issuing of open threats indicate the dramatic changes that have occurred in the 
1960%. The open comphcityofa substantial section of the police force andthe involvement cf white-collar neighbourhoods 
also demand some critical analysis . This paper traces the transitions in the bfe history of the Shiv Sena over the 
last 25 years in such a wav as to set an agenda for future research and practice, with the practical goal of finding 
ways to meet the Shiv Sena challenge. 


DURING the January 1993 rioUin Bombay, 
the Shiv Sena once again displayed its 
muscle power. This time (he mobilisation 
of its troops had some distinctive features, 
h was far more systematic than ever before, 
in its organisation, in the targeting of its 
enemy and in the total dehumanisation and 
brutality of its methods. The rise and fall 
in (he Shi v Sena’s prominence in the political 
events of Bombay-Maharashtra has often 
been described in terms of waves of 
popularity and decline. The distinctive 
features of the events of January 6-11. 1993. 
however, require that it not be treated as 'just 
another communal not’ 

The blatant claim of responsibility for 
the orchestration of the riots without 
reprisal, and open threats erf further violence 
if necessary, by the leader of the Sena, 
indicate the dramatic changes (hat have 
occurred in the climate of political 
legitimacy since the 60s. For the first time 
in Bombay’s history, people were fleeing 
m masse from the city: over 2.00.000 arc 
reported to have abandoned their 
pos ses sions and their livelihoods to escape 
snacks of the Sainiks. Thai these included 
both Muslim and non-Muslim 
Maharashtrians raises some questions about 
the authenticity and efficacy of the Shiv 
Seme’s espousal of the Hindu cause and 
about the concept of Hindutva itself. 

The ape* complicity of a substantial 
section of ike police force and the 
in votvemeot of white-collar neighbourhoods 
(eg. 'tmddfc class' women brutally attacking 
M us l i m women and chtkhra) also d eman d 
aome critical analysis and explanation The 
p a rprue of ri us p a per is a> trace the tranardom 
m (Ik: life history of the Shiv Sena over the 
hut 25 years in sucks way as so set an agenda 
for f ut ure r es ea rc h and practice, with the 
fe ec f i cat goal of finding ways to meet the 
Shiv Sena dHUntge 

Ottawa: Tak 1960b 


9Huo dm ti d y l ow w as ts a a ch e d id 1*6* 
it had a simple p rafm i i u mi a hashed 
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mainly in the lower echelons of white-collar 
employment. A wider programme, implicit 
in this demand, evolved over time. Since 
migration from other cultural region* was 
identified as the main culprit, demands were 
made to curtail it. Given the specific pan 
of the job market the Shiv Sena wanted to 
protect, the enemy was also specifically 
identifiedas 'south Indims, meaning mostly 
those from Tamil Nadu. The prominence of 
southerners had become noticeable in 
intellectual arenas such as journalism, culture 
and education, and had visibly increased 
since independence. The noticeable presence 
of south Indians in clerical and lower 
management jobs in die burgeoning capitalist 
sector - industrial and commercial - was 
attributed to their command of the. English 
language and to their willing subaervicnce • 
to authority. They became the prime target 
of Sena attacks. At the same time. 
Maharashmam were asked to emulate those 
qualities. 

Between 1960, when the state of 
Maharashtra came into existence and 1966. 
major changes in the structure of Bombay's 
economy occurred. The underside of state- 
sponsored private capitalist development, 
an 'underworld' of estoriion, smuggling, 
drug trafficking and contraband peddling, 
had begun to emerge. The policy of 
prohibition produced a thriving das* of 
boot l eg gers Fv'ih't c v drnttofnhti'tty 
homogeneous Maharashtrian sriut&ooiiis 
neighbourhoods, these chastgram the socio* 
cultural scene were peripheral and yet 
potentially threatening. Whea the Staa also 
promised to wipe out ga n gst et riout, it 
struck a sympathetic chord. Sy the and of 
the I960*, while publicly attacking 
the underwork, it Managed to create 
within itself a strong iMd dedicated 
following this gave the organisation ns 
muscle power and in reran gave those M 
the underworld (he benefit of its 
organisation and dfsdgtfa*. 

The (bander at the tint, Bal Thackeray 
Oh. lead to >u rab «j J s Shtvqg f a rk a w n, 
surrounded mostly by MaradU-egsokiog 
profits*aoalt aad administrative and 

yv. 1 ii > 


the attacks on (he influx of south Indian. 
It gathered momentum when be quite 
unexpectedly attracted a large and 
enthusiastic crowd at his first public 
meeting at Sbivaji Park on October 30 
1966. Enthused by a speech that to uc hed i 
nerve, many offered support BT decided w 
follow* pattern burrowed from the Rathimj 
Swayamtevak Sangh (RSS), s Hindi 
nationalist organisation of long standing 
’Shakas’ (branches) were established m i 
number of neighbourhoods. Little though) 
was given as to how these were to hr 
organised and what they were expected to 
do (Gupta 19821* 

BT bad worked as a cartoonist *i The 
Free Press Journal, an Eagliih-langutgc 
daily. He mastered the power of the 
caricature, of exaggeration, in capturing 
the anger arising out of distress jnj 
disappointment and releasing it as hum.m- 
He commanded a potent weapon tw 
attacking iboac in power nod exposing (hen; 
t« the eyes of subaiKnw*. It is a weapon 
that can keep anger si Mowing, dual h 
into action under a pp ro p riate unum- 
stances, or dissipate it. Perhaps bc -tu-r h« 
position at an English'taagaagencw'fjpc’ 
offered no scope for the aaesciae o( luv jud 
tongue, he left Ms job to 1960 and suned 
tea own Marathi weekly journal of t sn< sms 
political comment and hu m o ur , and . ailed 

tt Mumdt (duo Much grapplti *nh «»* 


A popular movaraeM, tba Samvuka 
Maharashtra Movemasd (SMMs M 
preceded Bss crouton of 9m liagumu u* 
of Maharashtra wttfc Bombay a* it' <■ w* 
The reluctasre at the Mtieswl ('<***» 
leadership to accude u> tirn d e mund lor * 
ttwtqtioo af Bomtm <sMtf% Mahaudu 
Mode it MMaMo .for die leftists m * 


mtkmeaemde GuMrato 


MtitikM 
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t-lfee draggle 
t to the surface 
the dominant 

_____i and middle 

farm** Of MMrenufctre) and iho«« in 

dole links ^cTloca! 
comdMfelat capital in rural western 

rektra. MaMfcwada and Vidarbha) 
i n the add. Mk dWBand for a Marathi state 
wa i fMMi «iy *•» Maharashtra 
Conti** **ty PWWM'W ,he national 
leaden that it could gwnmee that the 
.ntertdtt'df npitai would be fully 
_) r ■ iiiwlwt Mtiitr rtrnt—n—I—lint- 

would be ghw» kaapp«|jrlate ahare of state 
retouraea- 

With the cre a ti o n of Maharashtra, the 
SMM kNtttl force re an all-party alliance 
During d« peak p*M « had successfully 
chiHe^d the hold of the Congress Party 
over tht otoewraw. even though most 

Msrarhal«a*«.deapiaethc»r strong support 

for the ertree of Onhed Maharashtra, had 

ch«en to remain whMo the Congrcsa Patty 

The gwreadere waa therefore dominated by 
totiumrett* and aocialiau. Although all 
part*, op posing the Congress Party had 
minodiwiediortoloneihesarnrti (alliance i, 
i, s real soengdt we» In the left part ret within 

„ [Pends* lfd5',574J. A number ol 

,n< cl |octueh^aoc4alacrtvirtswl»Uwrin«) 

party pa*** had alee josned die SMM 
They looked at *• doennance of leftist 
traders with *repM«. Bwree* •••»■ 

I ommudats werepartetdarty Adnidfii and 
even oppoahd w the preaeece of the 
, .ommaMata. W» (Mher. K S Thackeray. 
»a* on* of then* 

K5Thechee»fwaai«iem>n eot )oiimriirt 
; Whore -W Of wHlhtg waa ao pungent »d 
1 hungttefceedMtMkedreeppo^'*^ 

atac* chakd** IPhadhe l« **I Both m 
ictma of atyf* k«d attitude towards 

c^rtandwn.«Ta«ameedhH ***»•»«•»«* 

when he ere Md M arre d Ufa hit father. BT 
wav dtsenchaaead *♦* the allisncc because 

of .. . At thia stage, he treated 

Oil party peMks re « retf-arevtn* activity 


Bombay who looked upon the takeover of The problems of Bombay did not grow 
Kate politics by Marathi ‘peasants’ as its in isolation from the wider sod deeper malaise 

^ e frud* t *o > '- afflicting India’s political economy in the 

During this period BT clashed with Atre, mid-1960s. Despite 15 yean of illusory calm 
the editor of a Marathi daily who also wrote and an attra of an assured socialist path to 
with matchinc stvle and venom rt prosperity, the ‘Nehruvian’ industry- 


R^oretMfhrwhre of (fee SluvScna 
<hmng to flntHire pere*. (Mrered showed 
lew sigM of k dbre MretofM **«’*'; 
rucptforl u i muf H iiore rereit Mn Thre 
vent, mere wre Mir Mtereed by the 
rh.n^lo<MOMrtfWttrerf‘B«»* h ^!*« 
<>( Indian ommmmMi W tunderen Chum 
A tiyte tf 

rertmchareM BT 
Abrencn *r«AMMmrei re • *p«’** t 

raattssgs 


.... matching style and venom. BT 
denounced A tie with his ultimate insult, a 
'communist with a dirty tongue'. During 
tWs prolonged battle of insults the sales of 
the two newspapers skyrocketed and BTs 
popularity among the lower-middle class 
and white-collar Maharashtrians grew 
rapidly. 1 A strong stramof Hindu nationalism 
was also vistMein hts writings. He objected, 
for example, to the fact that the President 
of India made a special trip to Bombay to 
meet the Pope 

These inarticulate tendencies (distrust of 
communists and a brahmamc view of 
political propriety and social ethics) 
converged into a concrete programme with 
the launching of the Shiv Sena in 1966. The 
immediate and manifest provocation was a 
fear of the loss of jobs for Marathi workers 
in Bombay and a widespread belief that the 
continuing influx of migrants from the south 
was responsible for it The real causes for 
the fear had matured over the years. Having 
wan Bombay as the capital of tin Marathi 
slate against the resistance of Gujarati capital, 
there was an expectation among middle- 
class Maharashtrians that their job prospects 
in the city would substantially improve. 
During the first half of the decade, however, 
no dramatic changes had occurred in this* 
direction 

Between 1960 and i 965 Bombay attracted 
a disproportionate share of industrial capital 
compared to the rest of India. Unlike most 
other major cities where state enterprises 
came to dominate the economic scene, the 
wrechic paiiern of urbanisation in Bombay 
involved subvetsion of many socially 
responsible development plans so as to allow 
relatively free rein for the growth of private 
industrial capital |Venra I9RM 
Concerns about increasing congestion in 
the city prompted the government of 
Mahatishtia to set up a number of 
institutional mechanisms to encourage 
dispersal of medium and large-scale 

v . _J u ue.talltl train 
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agriculture compromise remained inherently 
unstable. The tension became acute during 
the Third Plan period (1961-66) and was 
reflected in the slow growth of national 
income, dramatic price increases, shortages 
of raw materials and the growth of idle 
capacity in industry due to the low level of 
demand. By 1966. all these tendencies 
culminated in the stagnation of per capita 
growth, the decline in per capita availability 
of foodgrains and other essential 
commodities below 1956 levels, massive 
grain imports, rising unemployment, 
shrinking budgetary resources and a severe 
strain on Ihe balance of payments Between 
1965 and 1970. the Indian economy 
experienced an acute recession. 

Across India, the discontent over food 
shortages, rising prices, growing income 
disparities between classes and asset 
disparities between regions took a variety 
of forms. There were state workers’ strikes, 
industrial labour strikes, student agitations, 
spontaneous popular protests and spurts of 
violent attacks on official state functionaries 
and institutions. 

By focusing on south Indian managers 
and by accusing them of nalivist preferences 
in employment for secretarial md clerical 
jobs, the Shiv Sena managed to deflect 
attention from the socio-culiural and 
economic consequences of unchecked 
capitalist development in industry and of tne 
state-assisted distortions of land, housing, 
liquor, drug and job rtarkets. rhese in turn 
fuelled th< growth of a speculative, ruthless 
and crime-linked black (casino) capitalism. 
Some cautious warnings that such 

consequences would emerge from unchecked 

capitalist development had been voic ed even 
during the Samyukta Maharashtra movement 
[Pendse 1965.1091 Conspiratorially or not. 
the Shiv Sena fought hard to divert popular 
attention awav from the donunanccof c^t 
over Bombay . It m fact described some tag 


- * t^jfreSSSI capitalists as annadaus (food givers) of the 

Maharashtrians, ^ ****** 


me nacs w«iu ■ .- ■ 

was made in that diced inn during the l%» 
industrial growth remained «*«*«“£ 
,n and around Bombay (Greater Bombay 
and Thane toge.her accounted for over 

5.9* 000 industrial worker*. ******: 


lungtwalas' (south Indians) “ cn "* 1 "^’ 
gamblers, illicit liquor 
goondas and Communists |Gangadham» 

1970 19.201 .K„fihe 

Duong the 1967 elections much of the 
discontent was funnelled into electors 


5,9* 000 induvwai worse... - . nlen , * a5 funnelled m.u 

*e nest largest dts.net, Md only for the cider popul«otnew^« 

m 19671 In terms of E» parties and **Wg*g£ 

i.-i .ireadv erown to a point w " eK ’ ■, ^ dances However.whereskiWulsum 

ta*n were iMe to contain and moderate 


a total nopuUtron ot slum- and P*'*"** 
dwtUm if m«we than a mittiow had become 

^are, rUtrere rod law and o.de. 
(Gegate 1 Q, M 
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Rufl | Maharashtra was a pome 
caste landed Huei- 
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ImmyppeH 

Wp **w*ofthc8Bi. 

ggsgg g i ii sr .iiss^ 

amdprowe to immoral ku*^, 

■ *»*Wy different 



-————* P* WP* » communuu. At 

ioii*»Mn <rf *• wMsntmui movement 
M mirt a moi fc w io WiLkj n rural I inks found 
tiw tofc t op(mr coma- leadership suspect. 
At thta ^ogo* the Mmtoic teneti of 
> mom of an anathema than 


10 etidMoa to the support Of upper caste 
whi*e»caltar workers ead professionals the 
Sa m gm M » my of activist* to give 
credence to iu name. The most obvious 
cotnttaNMcy, apanning the class and 
locational divide, was (hat of unemployed 
and n wd wn m plnyn d youth. When Manmi 
bc|M topubtish tists of name* of enterprises 
with son ti i tmti a nm a n a gm i and employees, 
n h ltn tii la d tionth Indians a* controller* at 
the media, at the rent perpetrators of an ami- 
uHioneHM ideology and of naiivistic job 
jaafeinacnaThaarlins.pMbhshed week after 
week, gave tho mm prejudice an aura of 
truth. At tire same tfote. mutual supportive 
activMnt in nmny poor netfhhoudKKxhgave 
the sataNa a aeawc of direction and control 
over an Oth et wi m chaottc existence Inder 
the Shiv Sambnmwr these act» vu»es acquired 
ttwappaarneoenfahlaorfc struggle. Whether 
the talk mat that of burn ing and looting 

i or that of 
i anti provtdkng food, shelter 
water or tamtam [fawwiim ivfr). 103 . 
89 J. M anM now he earned out under 



gktry of SMuajk a ad foi l atter day tn c a m a o ow. 
the new conmuaMtar alius army, i 'senapeu' i 
Hal 

The damaata mm the eduucatiy divcor 
re» at lowtpe out the influence 
ol oonnnnniaatia the labour u mons . and the 
i nf thakhaa to uacorporme the 
W ployo d . under 
laoiam d from due 
aykt of Mel. led to 

Hatiiana. WWi dm adaptaMay and 
of dm weaker minority 
>. dmd nam of aaadsoa property 
i a protect** 
t aad worn naade a source for 
TheSeru 
swidinvah 
pmarnUfe. 
"fgae llaatotiiadf adanc aBtisauon*. or w 
attract oahk tuautts from wcalowaat 

of the 

****** 

fount 

___J<|*dlti*i*«nl«»inipaiaati 

w »* HI of nmmaa A* 
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Indian, and 

the proud and m. i * em * B4tl "8 from 

MdmmhJS, MBon * 1 ' w *P>«« of 

Bekinnincs of SAH-aonisATton: The 1970 s ’ 

°«t»ng the 1070s the ov«t ^ 
the media profile 

subdued It* elecJTf Sh Stm rcmair ‘ ed 
m 7 o~r ' * e^otal support waned. By 

he , t “ e r f . 1,nP e ' 11 h#d *> men, her in 
parhameni *'* ,s * ture or the national 

MunS £LH BrCngth ,n the Bor "bay 
m ^orauon declined from 42 

1911 tJ'LUJT 1978 |K,,2ens tem 1979: 

I The paradoxical contnbulion of these 

devefopmmts of the 70s for the Shiv Sena 
was that they strengthened the underside of 
us Popular 'suppon while throwing a major 

change to ,ts electoral and 'legmmat? 
poliiiciJ aspirations. 

The first significant event leading up to 
this period was the Congress split of 1969 
*nd the emergence of Indira Gandhi s own 
populist-centnst strategy of governance and 
legitimation. She recognised that the 
Nehru vian compromise had provided only 
a small, selective and paternalistic tncklc- 
down of benefits to the lower classes, in 
comparison to gains which had accrued to 
the nth and middle (aimers, the big industrial 
and commercial capitalists, the upper 
echelons oi white-collar workers, blue-collar 
workers in the organised sector and a few 
co-opted members of the lowest castes. The 
marginalised sections, particularly those in 
urban areas, could be mobilised through 
waves ol protests and agitations. Recruited 
mostly from upper and nuddleclass families, 
students lacing the prospect of rising 
unemployment had also become restive. 

The populist strategy of the new Indira- 
fod Congress focused on these prospective 
constituencies of the left parties Internal 
divisions among the communists and 
between them and the socialists had made 
them ineffective. The vacuum was filled by 
regional parties and movements which 
mobilised apposition through religious, 
regional, tnbai and language identities They 
deflected popular anger over deteriorating 
material condrtron* onto scapegoats such as 
Muslims and dalits A* against these groups 
the new Congress Party claimed to speak 
tor ail poor people' With ns slogan ol 
abolish poverty' and through a few token 
popuhit policy measure*. H hoped 10 steal 
the thunder from ihe dwcreae regwnalflocal 
null 1 1n men sad 10 tighten us control of 
state power 

Despite the upheavals espenenced by the 
traditional Congress elite elsewhere, the 
llmths fogs many over the party and the 
relatively ««« » 
Tfcenn* ***** 


jwfole to take control of existing stmctuies 
(co-operatives, village panch^? 

srsr*-“ J 55=S! 


dw w»e some significant shiftTfrTpX 
policy and some real continuities. The asset- 
conc entrating pattern of agricultural 
development of the Green Revolution was 
conunuetUnd actively fostered in the name 
in f°°dgram«. 

wntie the American attempt to use food aid 
as a foreign policy weapon was denounced 
as blackmail, the new agricultural strategy 
also lortcd on India by the Americans, was 
adopted m the belief that it could free M ia 
from foreign dependency and threats of 
starvation. 

The root cause of economic stagnation 
was the fact that the project of industrial self- 

reliance was neither rule-based nor automatic 

enough in terms of clearly stated national 
priorities. It had been framed with serious 
ambiguiues which ensured a determining 
role for bureaucratic discretion at all levels 
[Srinivasan 1991], That pattern became even 
more entrenched. As a result, in the 1970s, 
a large parallel economy of ‘black money' 
and super-profits emerged and became 
available to supplement financially the 
burgeoning parallel polity of ‘Indira 
loyalists'. An example of the new 
arrangements was the ban on company 
contributions to political parties, “followed 
soon thereafter by pressures from those in 
authority on business concerns to make even 
larger contributions than in the past, but in 
cash" (Paranjape 1983. I5I6J. 

In Bombay the '.bolish poverty populism’ 
ol the I . lira Congress presented a serious 
challenge to the Shiv Sena by targeting 
essentially the same constituency for its 
suppon base. With its control over public 
resources (both material and coercive), it 
was better poised to succeed than the Shiv 
Sena, which had remained, even in its better 
days, a minority party in the Bombay 
Municipal Corporation. Even though it 
managed to exploit us legitimacy and the 
patronage potential to advantage, by winning 
mayorship and senior committee position,, 
us policy postures produced contradictory 

signals, and confused usdi verse constituency 

consisting ol the white-collar opponents of 
slums (and of the 'uglificanoo' of the city 
that slums and pavement dwellers 
represented) on the one hand, and youth 
recruited from the pavements and slums on 

the other. , . 

In state politics, both before and 
immediately after the 1969 split, the Sena 
had shown a distinct preference towards the 

MPCC over the BPCCbm was bong courted 
bv and received a great deal of covert support 

from both IGupta 1982:1311 With the 
■leftward' till of the Indira Congress. 
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•fc* changing 
economy a* 

wfu in rurml 


SkS «*In April 

Jl < J ? T . triedto l«e to* Sena national 
■MrebyimtiatingaconfwIetatioDofHiBri.. 
■ww^Mataw** Because 
ofrt« iinderclw image, most major Hindu 
cviusatiou refused to co-operate with the 
S«« at this aiage. BTs speeches became 
lSf."“ ,n * ly v,ru,rol his attacks on 



Mi tama or a mows a n t i daiits in the south 
In d f nn <lte > a of M e cwa fc sh ipuram, the fear 
of Im oflaageaaony of savama (upper and 
s) elites came to be 
a danger farting of Hindus 
I to n minority in their own 
1 arts of defiance by 

lid now be explained 
at part «r a MteHride conspiracy financed 
by Utefrtpowm. The support received by 
the ‘hatjuim movement of the Vtshva 
Hfadll Par i lh a d (VHP) and the popularity 
ofthejdogan “Say with pride. I am a Hindu" 
(Gamanr Uh l faun Hindu Mai) bear 
•esdaaoaytothefiaci that changing condincxu 
of malarial Via were providing an easy 
for an old ideology m a 


top d toi pl m d i liu , tribal* and Muslims 
hWdwmad. tet p ead e nd y of each other 
MCnvahitfariagthe 70a, and they continued 

Muslims as traitare and stan^ fudl'ingan^r 
in imlamarconlaxt With the convent *”£ ten, ’ on ' especially in towns with 

“ TT.r^SLrbTs: ss.“ .< M„, ta 

When news reports claimed that an angry 
group of Muslims in Parbhani, hundreds of 
miles away from Bombay, had retaliated 
w»th indignities to BTs photograph, the 
Sena demonstrated its strength by 
m »*rerminding riots in Bhivandi. Kafyan 
and Thane (all on the outskirts of Bombay). 
Since then the Sena’s initiation of and 
participation in anti-Muslim riots has 
followed a similar pattern In each case it 
has tried to persuade its constituents that the 
tradition of tolerance and passivity of Hindus 
has made them vulnerable to the aggressive 
and conspiratorial actions of Muslims, that 
Muslims are the dominant element in the 
world of crime and that they have increasingly 
become a menace to national security because 
of their primary loyalty to Islam and thus 
to Islamic nations. It has thus managed to 
ponray itseli as a righteous vigilante 
organisation, always on the alert to protect 
Hindu communities from this menace. 

The opportunism of the mainstream 
political panics professing secularism is 
often blamed for the continuing strength of 
proponents of Hmdutva. such as the Shiv 
Sena There is ample evidence to show how 
factionalism wiihm the ruling Congress 
Party often gave (he Sena a new lease on 
life ll would be inadequate, however, to rest 
one’s analysis on these factors as the 
explanation of the Sena's viability. An 
encompassing explanation must focus on 
the vmfts occurring in the material basis of 
its diverse constituency, its changing 
interests, and the different signals the 
ideology of Hindutva transmits to various 
sectors of its support 
The most noteworthy aspect of that 
material base, most glaringly since the mid- 

19*0s. has been the dominance of 'predatory 
capital tsm'm India's political economy. This 
new form of enterprise works with super- 
mobile pools of money capital It was 
nurtured by the ’bceace-permit taj' of the 
1970s Having matured and with multiple 
Imki to the global political economy jt 
regards any constraints on invesiment and 
umorts as' shackle* inhibiting u* furt» 
progress It has the new rich and vocal 
m uM t* class damounng for luxury protfads 
„ its ally With ‘"e connivwce^ 
agencies such a*9tic IMF and 
the Worid Bank whose hold overthe Indiin 
■*a» ku no* become inevauwc,« 

,vemm of exploitation that defy 


trios* occurred 
19*0 and 1984 In 
. Stilting with 1978, victims ol 
such riots hsrhsded not only Muslims but 
dsHta artdtribaisaa well. AM these riots were 
part of art ideol ogical movement aimed at 
crearirtf a hnaaogrwwntii Hindu conscious 
neaa (Von mat Patshikar 1990 213-14) 
ThafhtvSnaa’adearivetunuoHinduivs 
cawwlrt I ff w heat it established rti political 
Whaaoaaa adamfaaM partner with the BJP 
At (ha tea, sigaa of too of iu popularity 
had become visible 
youth it had to 
ate a number of other 
At the same time the 
of due Manthas had 
Hinduism as 
ideology to help re- 
riomiiMstce over an 
and seff -conscious 
A strong sense of 
ate t ra dit i o n al forms of 
of youth 
aal of anti-south 
had dramatically 
of the earlier 
«o established 

capitalists had 




of cadres spscad 
urtderworid, 

from a core 


<>f *0«al justice. It espouses 
rower-baron culture of speculation, hostile I 

tskeover* and quick windfall profits. It is f 
engaged in clever manipulation of the 
political environ mem that extends deep into 
criminality. It is siso unrepentant about 
leaving behind a trail of environmental 
degradation and human suffering. 

Paowacrs and Constxaints: The 1990 s 

Like the drug trade, the arms trade is a 
prime example of predatory capitalism. It 

whets consumer appetites as it tries to satisfy 
them. It feeds on political instability, people's 
fears and leaders' ambitions. As the global 
armament industry expands, 'develops' and 
exploits new as well as old markets (private 
and public), Bombay has become its favourite 
playground. Many of the interests it serves 
are already dominating Bombay’s political 
scene. Its fires are being fed through 
multilayered links that extend from criminal 
gangs to movie tycoons, from slum landlords 
and real-estate dons to respectable corporate 
and public sector executives. A range of 
'service sector industries' are now thriving 
on the ideology of liberalisation. From 
banking and stock market manipulation to 
gun-running and drag trafficking, there are 
chains of profit-sharing. These, it seems, 
extend from the peaks of administrative and 
political bu eaucracy-locai. state and 
national - to petty criminals. The latter can 
be routinely rounded up and scapegoated so 
as to proteetthe former. A promise of pushing . 
India towards a miraculous leap into the 21st 
century, of making it a giant regional power, 
is bandied around in defence of the new 
capita!-state-crime nexus. 

While hard evidence is impossible to come' 
by, there arc clear enough indications that 
the Shiv Sena i* mvolved in fostering and 
being '-sered by this form of capitalism. 

It seems active at many levels and gains 
handsomely by protecting some and 
punishing others at will. The profitable 
paradox of its involvement is that it can also 
stand back and chastise the whole system 
for its immorality, its detriments! impact on 
national security and pride and its partiality 
towards traitors. When confronted with 
evidence of the Sena's complicity in the 
system. BT invariably points his finger at 
others in high office and argues that their 
crimes have graver consapiences than those 
of his own followers. 

Hindutva has become a convenient 
ideology in sustaining this posture in a 
number of ways. Since the 1970s the labour 
market in West Asia has provided 
opportunities for work to some Indian 
Muslims Bombay’s eommercialand 
financial hrtstothe region have iteaddy 
expanded. Names of men who control 

Bombay's real estate, or handle drug traffic. 

labour migration xnd arms shipments to *w 

from the city and who have found » tovm. 

safe from Indian law. in places like fMm, 
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tow helped create a Mae image ofMudbni 
u the main perpetrators Of criminal 
transactions Id an otherwise Mr market 
regime. The Shiv Sen* has effectively used 
hoe images of iixfivtfuat MutHm does of 
criii* syndicates to convict the entire Musffot 
community as one of traitors, profiteers, 
criminals, ruthless and aggressive 
propagators of their faith and wanton 
producers of too many children. The flact 
that Sena leaders have selectively maintained 
contacts with some of the same entrepreneurs, 
and may even control some of them, has not 
been allowed to dilute the severity of the 
anti-Muslim rhetoric 
In essence, the project of Hindutva Is that 
of homog eni sation of a population with 
histones andpractices constituted by diverse 
ben fanermeshed traditions. Despite flexible 
variations to a cco mm odat e e hs nging material 
c ondi ti o ns , the co m mon understanding of 
dm word Hindu, shared by all Hinduist 
organisations, is based mi convenient 
iasarpretauons of brahmamc texts The need 
far enforcing homogeneity arises when 
oppression, embedded in hegemony. crosses 
the ad t u nd thr es hold snd leads to reassert ion 
of su p pres s e d diversity. Such a it a t a crtkw 
challenges (hose who control material and 
rolnai production and use homog enis ed 
tradMon to legitimise it. In order to emphasise 
c o mm on ali ty, to create an illusion of 
c o mmun i ty , wnhow a bdic a ting domi na nce, 
the hsgsaaomc protect r e q uires a deariy 


cnoae^ mai i«MK|HMvqriivv 
the m tfVvMt£sl 

. n.n AM. - .re c . .. 7 . 


la creased, oat only 


Tha hmatdsain 
af tha highly 


in tha (Mum. The rites of injury or dgbh 
have to be weighed agaiwttheM baneAb. 
With increasing complicity of the HMma- 
consdoos aelica. Hah of ntatbshm fmaa 
those being at ta cke d has been greatly 


of the Sena's legislators, rnnulcipel 


Daring the 1980s. all pobucal parties kept before, during or aA 
bcihmcoi mc o i no c u v com oi wc wwhwb ■yiwr y *> m oka 
paesanceia kxfta at the centre of their political sparked not by (he saini 
dbnme. The Shah Bano case, Masiisn Mntlim instigators 
Personal Law and the Babri masjtd at elements’ Saints wt 
Ayodbya b ecam e household words and ambers and prutoclon 


the riots-lands 

M ihe riots won 


and ‘antisocial 


» ! ' ' T | 
jw,r’-nS 



who 


dttw 


the add nagw of the Shiv Sana. What thsy 
would have loved Mao au ld nsMsrdo-io 

p uiwcr v i dvmmm fjcom (mpt m 


WNHHt'&t Mitt, ffo SttMt VttiVfflndfa 

to Spit off tha erhar caoles uteri* 

MiPIIBWHjr wf QmWf* m ffPPn 

botarayKMadtbcAMMm^Qrs nftkiM 
tfa*t MttM (he Mb ttMt df Hflftfefr 
It juxtaposes the minor gains made 
MfflWuf of toe M*mnr connwH 


ft* cnmlimln pH|*t trf ortwi ilalNi mrh 
chamsrs, dhors and bhanglt. In IMS, 


auddeaty doing II Thisgave lagg 


and aa the righteous 


m Latpaw 1 * 90 . ay namlatimi. 

For active partfdpams. whom daiy Sfc 
is full of uacertaiaiy, drud g ery and 
syhiervWncc. rfatfet rfvt a stMft of mmv 

■ nna mu vw Mi Mwwuwur wo Mrsaves 

of tabmg control of the ftnWdtea somu and 


hooch of mahar goo n das. It wot activ 
Involved, along with the Marat 
Mahataagh, in the coodeaination 
Ambedfcar's remarks on Ran and Krhh 
and of dm government of Maharashtra 


flmwrvi across India cnrom u crl to grow, apaataneona « 
The Shiv Sana tStigentiy used these banes The Sena's I 
and ewema meaner dm rural scene, hsflrat own mtieoml 
UMjer sncccas, outsidi the Bombay region, ulfutlu of 
rami In the municipal elections in mem sea Mm 

faros Meal banes that coaid help c o nBrm the s e lf della 


from these 


The Sena has aho exploited the dbconu 
of rich and poor pens aids and rarol worti 
bom non-dominant saversa castes , agah 
the concentration of political powi 
e c onomi c privilege sod access to oducaii 
andempluynMm in the hands of the Mssadi 
Both to Municipal and legislative dectic 
in M a ra th wada. it n o min mo d maii a 
vanjari candidates so as to broaden its ba 
among there castes. BT subjected Marat 
badars to strong criticism fortbeir'potitK 
tinnotena * and aa bdtt -r et o o nst btc I 

«^re teteregk Mnahs«* 

xtm niHiw ap ssanoneo oy wwiiiniR 
Thb criticism of political leaders atsetou 
tmonmen among younger Mimhn w 
wor e f r us trated by die stagnation fat exist! 
ponpo my ww wy ravciMni mb wi 
ia fxrrmcing tie impact of doefim 


M times by 
Mies. The St 


dte conMaad strategy (a) of riots 


b commanhy. The 
bMdti dhidas 


tee a d e w ns u lu dd M i t dribs) as the nu 
per pen s to w of dm eonfampomry mshu 
sffsetlag ill sectors of the workn 


and hootleenina antarorisas of which 

neroen u^n^u^wnn^M|^bu^m^p nan non 


MMkdH 


Of dm mad of n sc. 


tined with the tav of Merihn 
aw. The aghadon rohntaamd is 
iteUhi sT'nhy.lsM IS, ISdfV 
arrived Jn feverd other mater 


• hen 


nelS.lftfV. amtece. ngs cteariy rimed « bndtem and gave bate 
other eerier twribew dribs nafirihriiwha bad tenttri aropmthi 
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to tweak out 
rf<> Ml a n w cc and >o ntvcUl the 
iMa Of Ibu Hindu card often 
eMMHHM d «o leader* of Ac 6JP TV 
OMteldnalaoftAcnMtMd «ibrealc up 
.ntadUaaot- Howuver, after die substantial 
both parties in the 1990 
fMPW. they have high stakes in staying 
toeetlMr. de*pii* mutual provocations. 
NwkMMtty. * aigtoficant shift has occurred 
Z*Tnmx*& of the IMP leaden. The 

vesyicio«he < e«ootWoB<rfthen>ose|uein 

TjLthys and Its Matanl defence as an act 
-- —— idacestheBJPinthe 


Wd corrupt M*y toopltetpcn have yielded the place of r^ftilrtow havertsochMgetl.lU^biliiy 
Sks to the honour to astute management of the iiciv to capture the imagination of many, in a 

r* to break out capital-politics-crime nexus. Both the highly diverse and divided society, seems 
December 1992-January 1993 riots and the ' ! ‘" J " 

is L. i nnn _a _ :_i_ .l 


vr i 77k*awitMi j i7» inniHN u» 

March 1993 explosions have shown 
decisively how the armaments market 
impinges on the daily life of the city. In that 
market, globe-trotting godmen, goons and 
’Camfitians' have all become members of 
different, competing teams. The Shiv Sena's 
uihan activities, following the now well- 
established pattern of combining welfarism 
with protectionism and extortion have been 
strengthened hy this dramatic expansion of 
opportunities. BT's own status as the 
commander-in-chief of Shivaji’s army was 
no doubt greatly enhanced when the great 

f'k>rut<,uummi iiirmAi/wl In hlU# aclrftl 


Mwommatm vara*, placet the BJP in the 
^MseaiUBMthe Shiv Sena. Their continuing no doubt greatly enhanced when the great 

insdufrr arvilP* taUbihty of the government Chandratwamt is supposed to have asked 

^“Tim T iiWI the arrogant defiance of law by for bis help in legitimising the decision of 
hldliUWNtoltodicMuetleeper change in the the Indian government to help the l)S 
cXSlhWc of the P«‘y bourgeois 


bourp *" 1 

nth km to arise from the pavements 
overnight* *hi |c while-collar workers 
ontiwMMO crowd m fro* of their new 
televWon •«« »« crammed and 
i nniihnr* b* uwsxpwtuvc senemna* of 
gJISJ^niVUrtMithyiobeableioWa.^ 
^•I m Safo rtmra ""> - m orst “"P*" 1 ** 
alien*.» he tofe» «hk« vicanou. revenge 

and » hdMil dm teOecwd «h»ty Of those 
whoilefythConiNpt amlspinekssoccupaias 

Of rtSupUev. 

rmattoo* awdekocsoral support to .he flams 

^nd Shivs#* of the Us* cesmary. ts »hm‘he 

RJP-ShwSmmtdharnoe wuwoffers to white- 
collar wort** ^ProfesMoo ats 
The SSrMcgy df broadening «* etectorat 
.uppoflWthrough mchmton of non 

»hitetrvh«»o<aptt*« i » wlurf,0,tt * : 
r^swShhThm had *•*« <***"« 

I || ■ — pwceaa. maf« Mansha 
lead** it 

<-o>wgh»totom the Seae.t'Wha large 

Of thrfr Wtowwt, ttoewlack 

T 2 SSS Ttm*. tomory *>. W». 

^3rJS!*> toe the togwmm 
t Tdm5jS!S»to5i < w< HMefco**- 


tut IIIS irwip III III* uvyunwi v. 

the Indian government to help the l)S 
government during the Gulf war! 1 

The Sena’s electoral strategy will have to 
continue to contend with its own contra¬ 
dictions. The malignant face of popular dis¬ 
content. that is its nostalgic-instrumental 
appropriation and deflection into hostilities 
against defenceless segments of society, t* 
displayed by the activities of the Shiv Sena. 
Us populist Hindu imagery offers a temporary 
nosta'pc reprieve but no permanent escape 
from the material and cultural degradation 
ushered in by the nurturing of predatory 
capitalism The image of Shtv.iji evokes the 
golden age of a regime that brought to the 
masses a stable, just and prosperous life 
based on care and consideration The myth 
of Shiva)! captures for Maharashtrians a 
shared memory and a chen hed dream. 
Instrumental cspkntation of such dreams 
and memories is* the core id the currem 


to be growing.. It had maintained a 
subterranean existence during the Nehru era, 
both within and outside the Congress Party 
and in the minds of many secularists. With 
the progress of predatory capitalism, its 
oppositional character and its need for 
forcible silencing or dissent have been 
revealed. To ignore these changing bases of 
the instrumental appropriation or people's 
(beam ml aspirations, to treat it as a vindi¬ 
cation of a threatened culture, is to become 
party to the homogenisation project itself 
[see, forexampte.JalTrehrt 1993). Searching 
for spaces that celebrate differences while 
enhancing the mutual strength of mar¬ 
ginalised people is a task that a praetke- 
ooented critical social science must perform 
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Y --- - - discussion 

Ktft|»l0yu*|)t of the ‘Fenrintoc’ nghttaewRwnal experience Women also 

„ Mejeolype themselves with certain 

afForeiaiaonf attributes. which they call to 

rust u * —^ . _ ** ***** of *h«r domination, yet never 

a a i?rr thcmi<lv « curtrel by home, solelv to * *‘*1?° '***"* **“ " what ‘hey bold 
-rfff rSLS* ??** P ^iuftee tKm of their own This t* whyfemtniim^M •*•>"** <b«r men Therefore, not peace hut 
Timthy* tfWMwch 25). However, this renamed*, w i wer ts the feminist mission 

w ***** ? • >**»«» M U attorn, hut m become a theory lht « Thu war women have been ueadilytounj 

auMtumaiMiM B*- —k.. _ . > Ik. __.... ' 


tft <MMM dm news raised by 
t h— <W rt»«W M i to pth -The article should 
be Idta RM to *• spirtf of a Mwnuiwt 
than M afMWOCMkm. 

The s wit i or to u wdowMndty annoyed with 
femWM the o ri e ls . Not only have they 
[touted the etyte of theory end disturbed 
the teeetHJerrtim spec»of communication 
by I'towetteg into the privacy of their my 
subj*eti«« and hence non-verifiable 
ca p e rl enc te. but (hey have done so under 
the cover of poet-ttniciuralism Post- 
structuraUtm, e c cer d mg to the author u a 
suspect category of theory. This is because 
n usee ea e o rt a rt vo symbols, trope and 
metaphor, to thy away front the common 
space of t h o red p er c eptso tw . i c. facts' lu 
disc onten t with the abstractions and 
gencralhorttmt of theory make it go to the 
other ea te eeee of dosed particolansm, 
where any ceea-wl retina.. in the absence 
<>f mtodnaaaa pawerattoation, break down 
Theory to e (total where che particular and 
the pettewdcaaselton a nim a t com mu moa 
Depeodtnpopoathcnamnof rdMKmship 
between the pa rt i cul a r and the general, 
theories snaume their cha ra cter, uks of 
being empi rics it . poulivirtic or even 


anyndrii>Mhiphetoieenthepert>cularaed 
the geeemt. atom he eup easo n feel that 
should the partocatar twea rac* freely with 
the general, (he*. He naHjaenets and 
< mcrat— wtt he a pp ropria t ed by the 


sf hr pee* 
dcheitefer 


I mi mmhwHri meory. men rr may nr 

easily m dm ti met of *C present esaay 
»hy etseoelte—ralcheire far women's 
studies. ThedmdamaoinlcantentMn of the 
Mdnr earimt wotheo is mat they deftne 

thcnwelvgedmNlnmmely ggdm* teen la 
mu naprisg ddWrtee w omen deny any 

> moracrioowtoh man and shat the ama off 

from metodemmekThtoto why they only 


of Ha Nno 


Hm to fmo 


Behind theory, or for that matter, any , 
formation of knowledge Ires events m the , 
>wu« of emu Only events which rapture | 
the structure of society and hence of , 
common cognition generate knowledge ; 
But for knowledge to become theory, , 
concepts should interact dialectically with ] 
«he concrete, pragmatically changing the | 
concrete as well as changing itself Thu , 
** why athenevj wc*x y ro p wui va vaMant 
itself m the face of new and exceptional 
facts Knowledge proceeds by adoptmgthe 
changed reality into us purview The theory, 
which perpetuates itself even in the face 
of changing reality, becomes a dogma 
Fvents that produce these dogmas become 
mummified into myths Fostilisation 
produces fetishes Histoncal events of 
severe dislocations of both the productive 
as well as the reproductive organisations 
of the west have served as a main impulse 
behind the feminist theories Days tfase 
changed since then But feminist theoncs 
continue to reproduce the categories, born 
out of the eariy day* to pre-empt the changed 
scenario even today "Hnsis why they resort 
to stereotypes, teeing 'Mack tats’ in the 
dark, constructing through fictions where 
fact* no longer extM 
Yet another contention of the author is 
that that women s intimate experiences art 
seldom or perhaps never documented The 
intense, singular and the momentary 
experiences of the Sufis and the mystics 
are not only dahorttelv documented but 
also joyously expressed through poetry 

art, music and even devotron But women's 
experiences are ne*e* brought out into the 
open - unlike thetf bare legs This is 
bemuse should they be so documented it 
would then be revealed that such ’private 
experiences' occur to men as well as women 

Anexampteof dw <»y be seen w Hsmsnsh 

Rm Bachchan’s autobiography, where his 
male friend. Karkal, grooms for the 

in..— of hat manage with He 

mm nervous e«ci*tme« ts aay bode 
n i ^ do. B* *«<*■■ h*v# preferred not 
H atr aucb that®*- becaaee, w< mey say 
S3d» autowr. though such 
wdl for mptoiity of sexes. 


against unr men ineretore, not peace hut 
war ts the feminist mission 
Thu war women have been steadily losing 
Once the imitator of men, women finding 
that they could not realise themselves there, 
•oon gave up their masculinity and returned 
home Here, they fought from their own and 
natural base, to banish men from their 
home and also to nudge them out of their 
yonder As a result women could neither 
accept men inside nor outside the home. 
In this battle men have not resisted women, 
snd lesser the resistance they got. fiercer 
became their search for an enemy, whom 
they created notionally to make an easy 
scapegoat 

The author’s views are harsh His worth 
are harsher Yet they are not the words of 
a chauvinist, because of the undemabic troth 
contained m them If we are to collect 
ourselves from this heavy dose of bathing, 
then merely writing a defence would not do. 
Wc will have to understand the author in hit 
own term*, the justified reasons for hts anger 
against us On our side, it is time that we 
seir-mtrospectcd and found out our real 
strengths rather than our imagined ones 
This ts why, we should now explore the full 
foundation of our theoncs. the premises of 
our assumptions and specify the choice of 
our methods It will then be seen that much 
of the author . annoyance is a 
misundei uanding and that much of tins 
misundertanding has been created by our 
o\ ennterpretations 

The biggest advantage of post- 
structuralism i* that it enables us to 
reconstruct the Tone' behind the speech, to 
recover the subjectivity of the speaker and 

to roll ve the events behind the observations 

It is somewhat a detective's method, a la 
PmmtorMitsMarpic Itssemandcsunoovcr 
the meaning behind the ‘farts', discover 
the participants rod redraw the scene of 
crime The author's grasp of post¬ 
structuralism in this way has been limited 
This is »hy by deconstructing the 
organisation and lope of the feminist 
theories, wc can reconstruct much of the 
exntenDil condMat of the women who 
: subscribe to them 

i The maleHmdator.isagirt, whose exposure 

to the public sphere is just beginning She 

, h achiMreri like her hrother.ismsnorti rely 

. i taerested m exploring the world Sbewoukl 
■ jAe to climb trees nde the bicycle, swim. 
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of various kinds. Her i 
are curbed fay bar sexuality. Hen 
an individual enters into a 
relation with her sexuality, i a, I 
as a womb. Child wan 
and the desk* to acquits physical strength 
fay woman oe the other, are the twocxtraaw 
forma of arfopsatioo to this paradox, k ta 
fob |id. who than prevented frofo the foil 
realisation of her btdividuaNty.tne* to 
obttarale her sexuality altoget her, She 
denies marriage. de wier women's clothes 
4uU jl<n fe wiaiue symbols. Her sexuality 
enennsea tou ji a time daring which the is 
net also aware of it This is what makca 
the story of dtia gki so pathetic. 

Bat why doss she adopt mole sy m bols? 
The answer lies in the question itself. The 
is not a masewhne ge n d er . He is 
, Male sexuality is aroused only in 

been matured will deny 
i of tut sexuality as she wilt dsay 
MshMhMMseootact with hendf. When she 
e'.li is her desire to become 



k is tide neutrality of the male that accounts 
fur MS dominance, ft u the sexuality of dm 
raws) wMdk •ccouKs fof kcr 
A p a rallel example might be 
The popular start of tin Hindi commensal 



be, almost all reply - the 
(Msastan 1992). This is ihs 
id dm thaela that tits rnlia 
the idem of the ruling class. 

Ike woman's mutation of the man is 
dntt j w w t y from acsmH iy to ne u tra li ty . 
Jt is iu foci ajourocy from pa rticul a rity iaao 
• tranaceadeuce of the 
; in anereh of dm universal fanr. h 
la hr (his asms* for 


faei as sraettoualty as 
teas htieseity.yat the 
mate psyche ts nets topic for exploration. 
Why Is this so? 1 s c ants hi w a strrn 
ratirmillrni. neutrality iss superior arwibutr 
and seanaiity, mi in f erior oat. This is why, 
though the weal km pro du c e d he own 

Prudes. Men in low, apprehensive about 
beh^ a cc ep te d by the tody lov e, haveaudad 
up being at enigmatic aa Irtgary's 
ds sc ri p tloo of w ome n , tytoted b> the author 
has beam Deny. Rochester and David 
OopporAetd am axamptaa of man being 
utterly fooihdt and toother beaded when h> 
lave. Why me dim 
men n rt taken seriously? 

Women say that the nan's 
not taken cognisance of stocn they are 
supposed to reveal his weakness. A woman 
ts p w srny ud to be emotional be rams she 
is weak end is mppsead in be ernntitmel. 
la feminism, woman hem rrhtllartsgtnei 
tins spading of a n te lions at in fe rior and 
reason as superior Man'l emotional 
realisation is a hnrfcwsstl journey tram 
neutrality into sexuality, white s wemaa's 
journey t o war ds the mala modal » s 
forward joentay. Whas is the basis far this 
value h ie rar c h y? foam this c o n tent io n 
of ra ti s ati ny, k ts an 
ef this position which says 


have fob tubamm dm dsr 
soethbaarfl 
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k wmdd lead to shadow basins. Thii 
to say tint when emu no tagger opp 
women, then woman's continued atm 
with awn would exclude them of 
app nrfnify joinu ract with thorn on a p 
pvwgnobasb. ftreini smsheuidnot bcco 
atheBr y ofvi rtin ii sa tiBn. Yatwhetwnpul 
wkhbtfemtotom have made a amenable 
it tn foil into the trap of ‘vimtotisan 
th eory? 

Mu c h to be Warned fur this it Lwhe 
aronricism. Hta scri c al shHts in the wcvt 
world bane bad wide h npgei n ism upon 
acadooucotteniebon world-wide beejuv 
the cam of nrsdwnirs. the rating tdet> 
susety those of foe waW, Dssin canoe > in 
wealera society, with the rise of captuJi 
changed not onty the productive form 
dm family ana dto to u nd er go ncom^ 
change in structure. Reprod uc tive . 


pirns and the 
The maie 
of 


ideology so i 


ware separji 
the outside, where 

Luther 

to he nij 

glw>» 


me asweenen ana peseta me yonori « 
the born, the world over tbs fconx- 

***■“ “ *•*** — t a. mens* *ru»< u, 


for sexuality. The womensira wtto* 
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did Ntta* tte aodri of •wtictwi' We 

at* bMM off is Mr dseoJogies. Our 

IdeMogtad vnm are terrible female 
dc il iMit bn — tl ee ^’j J i m i ufu iyetpoemmfaM 

sitadbH mw Oe tbe other hand, the 

malMWlieeimeMwrtMedDiaieent Krishna, 
or dttfMapiwM, MMMl Ml ebmwi inactive. 
Shim Wbfle M former is fee ideal lover, 
the Ubt h drifted. Neither is the 

au th ort U ri — p M M Mte Me Mills nd 
Boat Mew Hws, <MI cm—tv mivcs at one 
poM oMm,** mrittef the hxfam woman 
very mated wflodhar from the outer space 
where'Me emridmaltea her omriogy in a 
coroMke *Np»'. hut the amaervMivM did 
not fo very nr. lodtea novelieu fought the 
haateeitheeMeefoo m ee and truly today 
who can compete 
in 



of their undemanding of 

l. already having the 
source of aerw af th and power in their 
metaMwht and metaphors, used to in a 
ioni«MXi*l Mower, often unconsciously 
sing the (hwdewKMtal principles ot post 
mctervHam . So rmotve their existential 
noseaWea hi e more aesthetic and an 
ffaetiee wop. they fneght from within 
ndr U WO aesiwMty amtcrtttcucd men more 
or their teefc Of MeaHoWy thee booking 
icinmwMehermrvrsaaieshe west Hence 
earfWf w i ves, seif-willed daughters. 

■ sights 



wwer, i 


seve n MT ma 


my pornt here 
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Women capture 
dktats that 
herds The women. 

on their 
various disadvantages 


the dominance - 

We do mi say that 



ofcowee says thw his 
Wife l P 0 ** es«iveness about the kitchen .r^H 

h^honm ^ ” outc ** t frwn 

an hi * *«Mcw an only as 

“«mwd and does not involve genuine 
*W**lity. But for rural womeTtS 
"« ha. material ground,T'.S 

olom^r 1 ’ 0 ? m * de ^ ^eiopmem 
l«P»mme makers carefully introduce a 

Far from being only a developmental jargon 
gender sensitivity. is yet molher ^ 
structuralist transformation of grammar. 
Here, the dyad of dominance and 
subordination is noi reversed but a 
transcendence to a higher plane 1S sought 
through ii. It i t to ameliorate the rural 
women by keeping the structures intact. 
This transformation seeks to bypass the 
hierarchy completely and ignore the issue 
of sexual politics This ts the discourse of 
the entrepreneur, a productive, pragmatic 
and a wealih-creating discourse. Feminist 
studies would do welltoexplore suchareas. 
For example, to overcome the separation 
between the home and workplace, the 
western women, considering that theirs is 
a technology and information society could 
have taken up the cause of mobile 
communication By this it is possible to 
feed your baby and attend to office wuilt 
simultaneously Feminists and not 
AT and T should have expityed this area. 
Lack of a solution-oriented theory is a banc 
of not only feminism, bui perhaps of 
academics in general It is here that the 
need for post-structuralism comes Post- 
siruciu.alism is actually a manner of 
appercepting particulars and their 
generalisations rather than being a fluffy 
stuff dealing with senseless poetry and 
dubious symbolism 
But if there is any discourse which is the 
dream of post - structural i sts. it is mysticism. 
Moreover, it also uses the feminine as its 
central point and it is through the 
feminification of the world that they hope 
to seek their salvation In mysticism, ihe 
most ngvd of the structures are broken, 
when the ordinary mortal seeks union with 
god it seeks objective possibilities 
beyond the ones concretely offered in 
visualising a woild with completely 
different experiences, it >eev inherent 
contradictions m the structurally givens’ 
in the separation between god and man. 
sod through the use of metaphoric 

Cim tmuh K atKVi. overcome rtns separateness 

mi involve themaelvts man active relation 
with the absolute The mystics, themselves 
then become absolutes, mtuite the 

fiistirlr- 1 pnnctples of the uni verse and 

can recreate the universe by themselves 
This they do by themselves becoming 
gbsoiate and not hy displacing god They 


become the absolute by becomingHis equal 

H^conaort. The model of the n?y«i c u the 
raodejof romantic love, in which the male 
™fcmste °£ f “ e “ «™>» bodies as well 
as principle*. Body and principle unite and 
separate with extreme rapidity, each 
•ssuming bosh male and female principles 
with quick altemity. In a discourse of power, 
such an alternating of principle and its 
concrete location in bodies will not be 
tolerated simply because no hierarchy is 
possible without effective objectification. 
Objectification implies making the 
subjective redundant by abstracting from 
the concrete and subsuming these under a 
priori principles. 

It is in this discourse or romantic love that 
the gender differences become the basis for 
equality. It is here that the general categories 
fulfill rather than inhibit the concrete body. 
The male-female fusion applies to both bodies 
as well as to principles. Hertnaphrodism 
(bisexuality) which means that the female 
bodies will absorb some masculine 
tendencies while the male body will also 
combine its masculinity with some feminity. 
In I ndi a, this is an important route to complete 
self-realisation. Lesbianism is a distorted 
version of this, because male bodies are 
strictly prohibi’ed in the experience of 
romantic love. 

It is seen that the author's unhappiness 
is with one particular brand of feminism 
and not wuh feminism in general. The 
brand which he has identified is the one 
w here there is a sel f-constmction of women 
as victims. This variety of theory, which 
defines itself not only negatively but fixedly 
against men. neither allow s man 10 change 
himself, nor doe t organise the woman 
to be If k'aied. It uses post-sinicturalism 
not 10 make structures fluid but to restructure 
the system, in order lo ensure for women, 
titles of power The victim theory . which 
distorts post-structuralism, seeks to entitle 
rather than to genuinely empower women. 
The chains ol slereotypying with which it 
binds men. becomes her own chains. It is 
then oetter to release the men and reorganise 
and restructure woman within her concrete 
existence so that she inheres the complete 
humanity within herself. Or simply, redeploy 
ihe feminine. 
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BOMBAY: 

Metaphor for Moder n India 

The unprecedented bouts of violence which 
ravaged Bombay in December 1992 andjanuary 
199) have raised agonizing questions as to how 
such a disaster could have occurred in I ndta ’ s 
modem metropolis. This book identifies the key 
characteristics of the city and explores the 
proceaaet which have led to its conspicuous 
successes and hidden conflicts The three main 
themes treated are labour and enterprise, claims 
on land, housing and health; politics and 
populism. Authors deal with both the present 
and its toots in the recent and colonial past 
Specific topics include the world of Bombay's 
toilers; Bombay's consecration as India's 
premier city, its new role in the global 
economy; the tragic textile strike, imperial land 
policy; the failure of urban planning, 
programmes for slum upgradation; housing 
struggles; the geography of sickness and health. 
politics and the Municipality; the appeal oi the 
Shiv Sena and its recasting in a Hindutva 
mould; the 1992-9) communal eruptions. 

The following geographers, historians, 
anthropologists, sociologists, political scientists, 
journalists and activists have contributed to this 
volume: Swapna Banerjee-Guha. Nigel (.rook. 
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BOMBAY: 

Mosaic of Modern Cu lture 

This volume focuses on Bombay’s cultural 
life, the essence of which is constituted by 
Bombay’s openness to winds blowing from all 
directions; its availability as a meeting ground 
for various communities; its prime function as a 
place of exchange. The chapters deal with 
nineteenth century British and Maharashtrian 
perceptions of the city; early reactions to the 
arrival of famine refugees; inauguration of 
modern educational and cultural institutions; 
lorging of the Gujarati reform movement and 
the Gujarati novel; revivalism signalized by the 
Sanskmizat ion of the Gujarati language; 

Indian English writers of and about Bombay; 
emergence of a vigorous dalit literature; 
imperial and c''smojH>litan architecture; 
struggles of the progressive painters; 
tnbulat ions of the Marathi theatre, creation of 
an all-India film industry. The book includes a 
handful oi poems about the city in English and 
in translation from Marathi and Cujarati, some 
photographs of Bombay buildings, 
reproductions of works by Bombay painters, 
and Mills from Bombay films 
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when the smaller peasants were left out. it 
was still a programme within the public- 
domain and was mandated to be accessible 
to ail. The green revolution, furthermore, 
was linked to developing the institutional 
capacity to provide for local food needs. 
What is replacing this project is not a more 
democratic, more participatory agricultural 
policy but the impersonal, faceless 
corporations which span the whole world. 
Any sense of tradition or local community 
has no chance of surviving the onslaught ol 
transnational capital which is beginning to 
penetrate peasant-based farming 
This paper has only described and anal y sed 
a very grim situation. What are the solutions? 
Apart from suggesting that the public sphere 
needs to be strengthened and democratised, 
this paper has no concrete answers The 
problem is simply loo complex and 
overwhelming to be resolved here. Another 
paper, some other day. will perhaps have 
some more hopeful answers. 

Notes 

1 The term 'third world' is loaded wilh ideo¬ 
logical and hierarchical connotations In (his 
paper it is used merely as a shorthand lor 
countries that gained independence Iruin 
colonial domination in ihc middle of this 
century and embarked upon |Kograinmcs ot 
economic development on die notional level 

2 Third world stales are mu alone in feeling the 
impact ol globulisotion The recent obsession 
of US businesses and government with "na¬ 
tional competitiveness' is a result of changes 
in the world economy, in which ihc US is 
becoming only one among many hig players 
For a critique of making competitiveness The 
organising principle of a new national ecu 
nonnestrategy”.see7'h< , 2/<M'>«ruri Projr, I 
<IW3> 

3 Debates on farm policies of industrialised 
countries dominated the rccenl General Agree 
men! on Tariffs and Trade (GATT) negoti¬ 
ations Despite Us obvious importance, ihrs 
paper will icier (o GATT only insofar as u 
helps to illuminate the larger phenomenon ol 
iransnalionalisalion ol policy-making One 
reason for this relative neglect in this paper 
u that GATT applies more duecily to ex¬ 
change and trade relations and mu so much 
to actual production itself How changes in 
national policies shape relations ol produc 
lion themselves is Ihc major focus of this 
paper 

4 Popularised land perhaps coined! by Hamm 
Friedmann (1903), the label New Agncul 
lural Countries' is supposed to be a counter¬ 
part of the NICs. the 'New Industrialised 
Countries' New Agriculture' refers lo the 
fact that it ts geared to a world market in high 
value foods and feed grains New also means 
'non-tndil nmol' exports as compared lo the 
primary exports undercolnmalism te g. sugar, 
cotton, coffee, bananasl 

3 Food regime implies a “rule governed struc¬ 
ture of production and consumption of food 
on • world scale” (Friedmann IW3 30] 

6 It n mu dear, however, if Pepsi's operation 
i> aimed at export Under the agreement Pepsi 


signed with the Indian government, it is 
required lu bring in S 5 in exports for every 
dollar it mokes through selling Pepsi Cola in 
India This may well encourage the sale ol 
processed vegetables abroad, but the huge 
middle class market in India is on attractive 
option as well. 

7 By 1 WO, Chiquila had established more than 
240 subsidiaries m fruit and vegetable mar¬ 
kets in 14 countries while Dole had some <7 
subsidiaries in 15 countries Both were in¬ 
volved in actual production of these products 
through contract farming and joint ventures 
with cither private capital or with the state 
in third world countries IFnedland IW3) 

8 This phenomenon is described by Jeremy 
Kifkrnt IW2 1 as creation ol ihc world siecr'. 
a bovine analogue of the world car' The idea 
is lo create a single world marker for heel 
To satisfy the market, "multinationals are 
heginmng to assemble cattle the way they 
assemble cars, bringing logctherinputs seeds 
grains, piurrmaceuticals. cattle embryos, cal 
tic. automated slaughtering, wholesale’ nrar 
keting and retail distribution Irotn various 
countries into a single co-ordinated opera 
non" ip I4 Ki 

V Suggested by Ml Michael l|W3 351 1 Bui 
he does not use this idea lo develop a his¬ 
torical explanation of how the green resolu¬ 
tion is being undermined by 
iniemanonafisaiion This paper seeks id pro¬ 
vide such an explanation 

Id World economy in contrast in an imemo/nm- 
ul economy 'where the international-ecuii 
nmy mode l fixuscs on exchange the world 
economy model fixuscs on produenon li 
consists of transnational production 
organisations whose component elements are 
located in different Icmlonal jurisdictions' 
(Cox I*4K7 244) 

11 This is not lo deny that there w as a substantial 
international involvement of international 
Inundations and even transnational capital 
tespec tails- m fertiliser and pesticide- mat 
kclsi Kul. as will be discussed ill more detail 
later, public sector inslilulions retained con 
Irol of ihc overall direction and pace ol ihe 
green revolution 

12 The New Deal farm support policies air an 
instance of macro-economic polic y as a tool 
for science and technology policy By jw> 
viding an assured income to Ihe fanners, lann 
policies created a m.iriel tor (and encouraged 
further research ini irchnx-al innovations 
ranging from tractors and hybridised inai/c 
lo chemical inputs, all of which made their 
debul between 1*4Hi and lw3u Thus The 
fanner became a productive consumer of 
induslnat inputs that came from the factories 
and laboratories ol tordism (simultaneous 
lyl all taim production outputs became 
commodified as inputs into other tordist 
industries" (Kenny et al IWI 184-85) 

13 Otherwise fairly persuasive. Friedmann fails 
to explain w hy the US should have supported 
the green revolution in third w orld countries 
al a lime when PL4R0 was al a peak 
Modernisation of third world agnculiure 
would have only closed this outlet tor US 
grain reserves 

14 As Friedmann r IWI) describes it "what is 
wanted ts nor sugar, but sweeten e rs. not flour 
or corns larch, hut thickeners, nor palm oil ot 
butter but fats, not beet or cod. but protein' 


15 Moat cnltcx belonging to the 'New Interna¬ 
tional Division of labour' especially as 
applied lo industrial jjrodutlton fall tn this 
camp, as do many third world critics ol 
modernisation rFor a notably virulent exam¬ 
ple. see Shiva ) Even judicious critics of the 
green revolution like Ktoppenberg rlWXi 
treat individual national governments as 
autonomous agents of capital accumulation 
which relate lo international issues only to 
strike the hesi deals lor the cine interests in 
then own nalion-. 

1ft Thus we find Ihc C arnegie Commission rec¬ 
ommending dial science and policies should 
‘ lnlcgralc national and international views' 

|( amegtc Commission !W2j In a similar 
vein. Ihe authors of ihc 21 si Century Project 
report exhort scientists In think of Ihcoi 
selves as global cili/cns . wilh a responsibil¬ 
ity toward the new global community tp 2) 
These recommendations are nor wrong per 
te. bur only superficial and uric. They (art 
lo recognise theextemiowhichthe national 
has already become ’rnicinationaJ' Thus to 
think globally ic mu a cholic but an imper¬ 
ative 

17 In order not to dignify ihe enisling systems 
ol governments in market-oriented societies 
as democracies (which assume an active and 
deliberative jxihlx participationi. Dndhlom 
vails them polyarchies . signifying only that 
Ihc "social machinery for ihe control of 
authority", in ihcsc societies is run by 

many who follow "a set of authoritative 

rules" 1 1oi* 112) 

IjihIWumi describes ihe involvement of 
husinesseoin policy mixing as follows “ in 
any private system a large category of major 
decisions is turned over lo businessmen.both 
small and larger They are uken off ibe agenda 
-•I Ihc gosemnicnt Businessmen Ihus be¬ 
come a kind ol jiuhliv official and exercise 
whai on ihc brood sk*w v i( their role, are 
public functions The significant logical 
consequence of this for polyarchy is that a 
broad area of, uWi. dccision-rnakiag is rt- 
moced front polyarcbal control” -p 172) 

18 ' Governments nughi take on the mroculoas 
task of designing a highly drscjirmnatuif 
nuxture ol financial inducements lo business 
with governmental controls over them ft is 
a particular way of creating a hybrid form of 
nurkn and polyarchal control . The key 
strategy is. in etlcei «• pay businesaes lo 
waive some of Ihcu pnsrlcges' IDndMom 
IU7 7 34U) 

I si One ot the reasons why Keynesian pohnes 
do not work Uriax is ttui rl is -rtuch harder 
for individual governments lo intervene and 
manage their economics taerd with global 
divisions ol lsthv>ur and inoncurv sy stem For 
example, a tax break ro consumers with an 
idea of creating a market for a certain product 
can no longer ensure that the demand for 
locally made pnvhxiv wiH g<i up and create 
more fobs, or that rrsrarch and development 
of a product at home may nor rad up ben 
cluing ,ether countries <through production 
msestments i>( ThVsi 

2l) Sol Picsmtto 1 1<N0; describes a mrvhnwn 
mg of international organisations la 1414 
about So formal intergovernmental 
iHganrsatnms had hem created- n lUWthere 
were perhaps hv) and bv IU8H over wv> 
IV,i,mo suggests that three utsatluMofl* h*sr 
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Informant in Uc area by a local racial worker. 
After an initial trip to the Acid with Ifu* 
lady, I subsequently visited Sau Owners 
with my two research assistants, it was not 
too difficult to allay the women's suspicions 
about our motives, and we soon found that 
our respondent! were more than willing to 
talk to us. 

A limited sample has its disadvantages but 
some advantages as well. We found that with 
fewer people it was easier for us to extend 
our con venal ions beyond the framework of 
the formal interview schedule. More than 
merely Ailing up a form, my primary aim 
was to initiate a dialogue with the women 
involving perceptions of themselves and Iheir 
situation. A had already lea mod that the 
respondent has to be understood within his 
or her own frame of reference and not that 
of the investigator. At times, it is not easy 
to accept widely differing views and attitudes, 
and the fiekhvorker is tempted to intervene. 
However, in 19751 believed that if the danger 
of‘taking skies’is iraenialised.it was possible 
to reduce intervention to a minimum. To 
overcome some of these problems, my 
research assistants and I encouraged 
respondents to speak at length on a range of 
subjects. Wherever relevant, these views were 
incorporated in the text as instances of 
attitudes and views. Finally, suggestions on 
die possible nature of slum reform were 
baaed on extended conversations with the 
women. It was significant that several 
conventional strategics were (rjcctod as being 
irrele vant to Hie lives of us poor women”. 
My formal Fieldwork techniques remained 
the same as those used in I96H: yet. now I 
was asking a few more questions on what 
was soon to gain currency as the sexual 
division of labour and women's multiple 
rales. 

On the basis of my data, primary as well 
as secondary. I found that rather than being 
deprived of employment, poor women in 
certain caste- and occupation-ha sod jobs 
remain m traditional fields of employment, 
while their men lend to move to new 
opportunities brought about by development 
awl mechanisation. When traditional jobs 
become unavailable due to a number of 
factors, women are forced to seek 
employment in other areas which may have 
bo retationsliip with their original expertise. 
The machine can rarely succeed in keeping 
working class women unemployed. The 
sasnpteofbalmiki women corroborated these 
tre nd s; Anther, it was dear that the notion 
of econom ic indep e n den ce, popular among 
western f e minists as a panacea Air gender 
tnequaiky, was severely classbound. being 
of ntevance etey to a small tmnority of 
upper mi ddle class women who were in a 
poaition to retain control over their earnings 
At the end of my Add work. I feft that I had 
enough material Air a study of a section of 
working class women which included 
ques ti o nin g certain prevailing views about 


them, and in 1982, Poverty and Women't 
Work - A Study of Sweater Women in Delhi 
was published. 

What, however, did not come through in 
my work was the dilemma I faced while in 
the field and the consequent mental and 
conceptual adjustments 1 had to hastily 
perform, it is too many yean down the road 
for me to try and recollect whether I faced 
similar problems in my earlier fieldwork 
situations; in retrospect, I feel that it was 
only during the balmiki study that I was 
beset by a sense of unease about my role. 
Of course, by this time, women's studies 
was making its early beginnings, probing 
the conceptual and methodological 
assumptions of the social sciences. Problems 
arose primarily because of my construction 
of a different reality on the basis of certain 
presuppositions: though I had pre-tested my 
interview schedule, obviously what I 
considered relevant.&nd important were not 
always similarly viewed by my respondents. 
Here I shall mention only a few instances 
from which it became clear to me that we 
were operating on different wavelengths. To 
start with, there was a basic difference of 
opinion on what was meant by a job or 
'naukri': when I spoke to the SX respondents 
in private employment, most said that they 
did not have a job or naukri. As I persisted, 
it became clear that by naukri they meant 
employment in the municipal corporation, 
offices, schools and hospitals. A naukri had 
definite implications and implied work 
focused around a single location, permanent 
or semi-permanent in nature, higher and 
more stable wages and a fairly insti¬ 
tutionalised employer-employee relation¬ 
ship. While to me both categories of women 
were employed because they worked for a 
salary, for my respondents there was a vital 
difference between » naukri and, as they 
called it 'privatcc'. Underlying this 
distinction was the association of a naukn 
with security of tenure as well as access to 
certain safeguards, hath of which were of 
considerable importance to women living 
on the verge of poverty. In addition, a naukri 
had much mure status than 'aisey he. kaam 
koney lutin' (I just do some kind of work), 
and it was the aim of privately employed 
women to move to naukri*. 

Another important areaof enquiry in which 
I found myself having to re-think my 
preconceived ideas relate^ to decision- 
making. Women's studies scholars had 
tuned - and of course continue - to be 
greatly interested m this sphere of women's 
lives as they feel that an analyiu of it gives 
a good understanding of the division of 
responsibility within the family. I warned to 
have answers to questions such as when 
women were equal contributors with men 
to the family kitty, did they have an equal 
say in dedstetMtaking? What were the areas 
in which then views prevailed? However, 
the answers f got belied a few of my- 
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previously-held notions. The w a rra nt to my 
sample had e marginal role in dactskn- 
making, and were held primarily responsible 
for keeping the hearth going. White they 
may have been occasionally consulted on 
marriage negotiations, they had practically 
no role in major financial decisions such as 
whether to buy a bicycle, land in the village 
or take a loan. It may of course be argued 
that across classes, decision-making is by 
and large a male domain. However, in this 
case. I had assumed that the answers may 
be somewhat different because women 
contributed substantially to the family 
income. My resewch indicated that there 
was in fact no correlation between thedegree 
of economic contribution and decision¬ 
making. 

I had also assumed that there was likely 
to be some interest in education. While only 
a third of daughters were in school, more 
than twice the number of boys were being 
educated; generationally, this (effected a vast 
improvement in enrolment. What I was not 
altogether prepared for. however, were the 
sardonic comments of many mothers on 
what they expected from school or in fact 
why they were educating their children Caste 
discrimination and a feeling that middle 
class upper caste teachers would not help 
their children made many cynical about the 
likely long-term benefits of education. Most 
mothers felt that it would have been more 
useful if their sons were able to have access 
to some form of job-oriented training rather 
than waste (heir time in school. Schooling 
was viewed as a convenience, not as a likely 
solution to a litc of poverty. The only reason 
why girls were sent to school was to enable 
them to communicate with their families 
after marriage. As Shyaroo wryly remarked, 
“at least if my daughter’s being beaten to 
death she'll be able to write and tdl us". 
Mothers scoffed at the suggestion that with 
a school education their daughters might 
have access to an occupation other than 
sweeping. Similarly, they made it amply 
dear that my -questions on leisure-time 
activities at well as the assumption that they 
visited their natal homes regularly were 
incredibly naive. 

A further issue brought home to me 
poignantly how middle class notions of what 
the poor require are hased on Inadaqnate and 
incorrect perceptions of their need* and 
expectations. Women were extremely 
agitated over the slum demolition plan and 
did not find the g o ver nm ent's reas o n of 
providing better Uving con dition s in any 
way cunvincteg.lt is meant giving upexinlag 
jobs, taking children out of school and 
iorming new net w or k s. They also resented 
wC mmm or OBSg CVtCwH w W f H PBM 81 . 

AsRamssidtoato.-Bib^t.gherrtradnsMp 
ko kntea legrits? Aap hemnri tinted kya 
sanrihense!" (Btetit. how wenid vets tike 
leaving your home? What will you 
understand of our suffering?). Poraertir 



A Modest ‘Giant’ 


Niraud Sengupta 


Despite his national and international stature, Matcom Adiseshiah, who 
passed away in Madras on November 21, 1994, retained a very local 
identity. 


FOR about a half the days in the month 
Malcolm Adiseshiah would be out of Madras 
attending meetings and conferences. But 
when he was here his car would enter the 
Madras Institute of Development Studies 
(M1DS) exactly at the same time, around 
10.30. He would be seated in his chair and 
would be working at a frantic speed till 2.30 
in the afternoon reading, writing, talking to 
visitors. Rarely did we see him in person 
ouuideascheduted meeting. But his presence 
was always felt. The Bulletin edited by him 
would reach our desks every month in time. 
He would be there attending most of the 
seminars and workshops invariably making 
some useful observations. And though the 
in-house chairman was extremely reluctant 
to get involved in day-to-day matters, being 
totally averse to any sort of interference, he 
would conduct his chairman's duties 
absolutely thoroughly. So when the car 
stopped coming and the room remained 
locked everyone at MIDS felt his absence. 
Precisely it was the same to many others in 
Madras, in the state, and outside the state 
although their points of contact with him 
were strictly business. Malcolm Adiseshiah 
is to be remembered by his work and the 
way he conducted it. 

His father was a professor of philosophy 
and principal of a college at Vellore, near 
Madras. His mother was an active social 
worker and was the first woman councillor 
of the local municipality. Malcolm 
Saduanathan Adiseshiah was their second 
son bom on April 18,1910. He received his 
education at Vellore. Madras and London, 
began his career in Calcutta, was then in 
Madras Christian College, moved to Geneva 
and then joined the UNESCO in 1948. He 
served the UNESCO for 22 years and was 
deputy director genera] for the last eight 
yean of his career. After retirement he 
returned to Madras in 1970 and established 
the MIDS. He had also agreed to serve as 
vice-chancellor of Madras university in 1975 
and was in office for three years until he was 
nominated to Rajya Sabha. 

Malcolm Adiseshiah received his PhD 
in economics from London School of 
Economics. Just for the record, later, he 
was conferred honorary doctorates by 15 
universities, was decorated by 40 countries 
and was awarded Padma Bhushan in 1976. 
As an academic he was unco n v e nt i onal even 
at that early stage. At Madras Christian 


College he had introduced Keynesian 
economics in the early 40s when most others 
were not even aware of its significance. 
Simultaneously, he had started a Rural 
Service League to acquaint the students with 
the economic reality. Till the end he worked 
in applied economics. Two of his regular 
contributions - a mid-year review of the 
national economy and acriliqueof the Tamil 
Nadu government's Economic Appraisals - 
were unique summary accounts and were 
widely read. He had an interest in many 
other subjects, particularly in environmental 
issues. His greatest contribution however 
was as an educationist. Adiseshiah was 
instrumental in setting up a curriculum for 
primary, secondary and collegiate education, 
examination reform, reform of university 
administration, development of social science 
studies, vocationalisation. introduction of 
science and technology at appropriate levels, 
promoting interdisciplinary research, non- 
formal education, continuing education and 
improvement of educational data. He was 
the chief architect of the adult literacy 
programme of UNESCO. The list of 
institutions he was associated with included 
International Council for Adult Education, 
International Institute for Educational 
Planning, international Literacy Jury, 
National Literacy Mission, National 
Council of Educational Research and 
Training.Tamil Nadu Board of Continuing 
Education, Tamil Nadu Stale Council for 
Science and Technology, Centre for 
Development Studies. Trivandrum, Tata 
Institute of Social Sciences, Bombay and 
Council for Social Development, Delhi. 
He was also one of the founders of the India 
International Centre. 

The administrative and organisational 
capabilities of Malcolm Adiseshiah were 
phenomenal. For example, during his three- 
year term as vice-chancellor of Madras 
university he deceniraliied its {factions, gave 
autonomy to selecied colleges, implemented 
UGC scales of pay, inaugurated a housing 
scheme for employees, added several new 
departments, started semester system of 
examination, initiated orientation courses 
for teachers .and introduced community 
service scheme into the curriculum. For each 
of the innumerable meetings he had to attend 
he a l w a y s read minutely all therelated pape r s. 
If he referred to page numbers and lines of 
a document - which he very often did - that 


was never from * cursory glance. If 
presiding over a meeting or a seminar, he 
would sum up the proceedings so accurately 
that no one would suggest any alteration. 
Like most successful adminstrators he never 
missed a point and was quick to make 
decisions. But unlike many of them he was 
also respectful of the offices of his juniors. 
The air-conditioner in his room was 
removed to equip the room housing the 
newly-acquired computer at MIDS. 
Sometimes there would not be substitutes 
if personnel to assist him were on leave. 
Telephones failed, careless visitors would 
- talk loudly outside his room - he would bear 
with almost every Inconvenience. The 
ultimate step was to request the administrative 
head, the director, if something could be 
done. Everyone who came in touch with 
Adiseshiah was impressed by this rare 
example of modesty. Every visitoron work, 
whatever may be his or her position, got 
VIP treatment from him; but anyone without 
a legitimate reason to visit would be coolly 
shrugged off. The last aspect helped him 
to remain a voracious rewler. 

In spite of his national and international 
stature Malcolm Adiseshiah retained a very 
local identity. He was overily a Tamilian in 
his lifestyle. He would come to MIDS 
dressed in the local way. He loved to speak 
and write in Tamil. He promoted the Tamil 
language in various ways like setting up 
the International Institute of Tamil Studies 
and by commissioning a translation of the 
Tamil classic Thirukkural. If occasion 
demanded it he would not hesitate to declare 
that he was a devoted Christian. He was 
closely associated with several Christian 
social work organisations and institutes. His 
acquaintances of that period say that he was 
very much an Indian while in UNESCO. In 
his official capacity he had channelised 
substantial UNESCO Technical Assistance 
Programme funds to India. But Adiseshiah 
never faced any charge of being parochial. 
No one of a different language, religion or 
country had ever received biased treatment 
from him. Never was he associated with any 
organisation promoting divisiveness. In 
these days of religious, ethnic and national 
conflicts, when local and sectoral identities 
tend to become liabilities. Malcolm 
Adiseshiah personified a successful way of 
combining the two. 

After retirement someone as affluent as 
he could have rested on his laurels. Not 
Adiseshiah. He slatted MIDS in one of his 
properties. When in 1978it was reconstituted 
as a national Institute, Adiseshiah and hit 
wife donated to it land, a building and a 
considerable sum of money as endowment 
He was more of a missionary. His tastes were 
simple. He wanted to be sue that hit mission 
would go on and left a major part of hit 
savings for promoting research in the social 
sciences. 
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LETTERS TO EDITOR 


Dark Comers 

THE Baagia bandh on December 22 wai 
more or (esa a uandardiied specimen of (he 
by now patented brand, but distinguished 
firom others only by some of its bizarre 
qualities. Called by the state Congress (I) to 
condemn the murder of Ramzan Ali, a 
Forward Bloc MLA, in the MLAs’Hostel in 
Calcutta, the bandh was pointedly opposed 
by the Forward Bloc itself, along with, of 
course, the Left Front spokespersons. 

Captioned in a leading Calcutta daily ‘A 
ghastly end to a nefarious character', the 
story of this crime is very bewildering. 
Convalescing slier an eye operation. Ali 
was strangled at midnight of December 20- 
21 in his bed at the MLAs' Hostel in the 
presence of his (second) wife and another 
woman, a farmer Gotkha League MLA. 
About two hours after the crime, the two 
women who claim to have been gagged and 
tied up by the assassins managed to set 
themselves free and ring op someone at 
another room in the same hostel through the 
intercom. Finally, the police was brought in 
after nearly two hours. 

There are many intriguing elements in 
the reported account of the crime which will 
tax the credulity of any person. A high level 


sneaked into a Left party and p rospered 
under its protective wing* so far. This is 
particularly relevant as the Left Front is in 
the front rank of the fight for probity in 
public life in parliament. 

A Ream* 

Calcutta 

Hunger, Scarcity and Policy 

FOR the past seven years we have organised 
a major conference, the Hunger Research 
Briefing and Exchange, in collaboration 
with Interaction, the American Council for 
Voluntary International Action. The eighth 
annual briefing will be held on April 3-7, 
1993 at Brown University in Providence, 
Rhode Island. 

The 1993 briefing focuses on theinterplay 
of resource and policy factors that link 
vulnerability to hunger and capacities for 
sustained development in people's lives. 
Hunger usually is linked to resource scarcity, 
but are key intervening variables population 
growth or policy failure? In view of changing 
relationships of people to land, and peoples 
to states, how can government, intergovem- 
ment, and non-government (including 
community, field-based, and academic) 
programmes col la-borate to make over- 


meet rod child haahb; hou s e h old perspec¬ 
tives on agricultural productivity and food 
security: hunger in development education, 
and changing hunger scenarios in the US. 

The briefing will offer an extensive exhibit 
of books and other publications and will be' 
held hi conjunction with the aomui awards 
ceremony far the Also Shawn Feinstein World 
Hunger Awards. More then 175 individuals 
from government and academic institutions 
and private voluntary organisations around 
the wcgld typically attend the briefing. 

Ellen Messes 
Dmecras 

World Hunger Programme, 

Brown University, 

Providence, Rhode Island, 

USA. 

Press in India 

THB article ‘Foreign Print Media 
Incarnating as Indian Fourth Estate?’ by V 
R Krishna Iyer (December 3,i 1994) is an 
eniighteningexposi lion of the developments 
likely to be detrimental to the independence 
of India due to the entry of the foreign prim 
media. His sssertion that there are 
possibilities of abuse of the freedom of the 
Press and the domination will be difficult to 


investigating team has been set up at Jyoti coming hunger part of the broader sustainable repudiate. At die same time one is amazed 

Base's intervention. This affair, however, developmental goals of economic growth, that the writer has ignored of the lamentable 

sheds a lurid light on the moral sensibilities positive political change, environmental monopoly of a few families in the realm of 

ofaleading Left Front party and by extension protection, public health, and education? journalism. These have engaged writers of 

of the leader of the Left Front, CP1(M). Key topics to be addressed in the briefing a community to be editors of their dailies 

Bom all account Ramzan Ali «tas not exactly include: the conflicting regarding the impact and weeklies whose partiality for and 

a man of sterling character. He was accused of economic liberalisation and GATT on identification with corrupt political leaders 

of involvement in many shady (foal*, food security; fee politics of protecting fee and eagerness to take refuge in the 'cult of 

mdudiRg fee siphoning of Rs 1.66 crore of vulnerable in fsilod states; control of land silence'are well known, 

funds from* co-operative bank. This charge and water resources by hungry populations: T M Gnanamaoasam 

is now under CBI investigation. Earlier, he community involvement in nutrition improve- Madurai 
was one of the accused ia a murder case in 
bis (SstricL By now, owner of considerable 
properly, AN was reported to have been 
involved in smuggling wife Bangladesh 
across the bonder. Yet, apart from-b ei ng an 
FB MLA, he was also fee president of his 
party’s-kisan organisation in the state. 

Reported to have been one of fee main 
f in an cier s of his party, he was seen to be 
cfoae to the FB minister in charge of co¬ 
operatives in fee Left Front government 

Certainly the Congress (I) did not cover 
itself wife glory by seeking to paralyse the 
state on account of what is likely to be 
revealed as s sordid but private dram. The 
popular participation in the bandh was 
absolutely passive and partial and induced 
partly by considerations of personal safety 
and party by opportunistic consideration of 
an unearned leave. 

Solution of fee murder mystery apgffci 
Forward Bloc and the leadtag Left puty 
CW(M) surely owe fee public an explanation 
as to how such a shady c ha racter could have 
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Andhra Elections: What Happened and 
What Did Not Happen 

K Balagopal 

The voting statistics do not show that it was the cheap rice scheme and 
prohibition that were primarily responsible for the Telugu Desam 
Party’s phenomenal victory. What is striking is not the increase in TOP 
votes, but the fall in Congress votes by as much as 12 to 14 percentage 
points. 


SOMEBODY has remarked longue-in-cheek 
that the two-party system has come to stay 
in Andhra Pradesh. The characteristic feature 
of this much hankered after state of political 
grace is that there are two hardly 
distinguishable political formations each with 
its own constituency of loyal voters, while 
the non-loyal voters shift from the one to the 
other in sufficient measure from one election 
to the next to ensure that governments keep 
changing with predictable regularity, if not 
an entirely predictable periodicity. Critics 
lacking in the blessed spirit of charity will 
call it a Tweedledum-Tweedledee political 
system, but it is no doubt better than having 
a single Tweedledum ruling in perpetuity. 
For one thing, while the general social and 
political character of the government remains 
the same from one change to the next, there 
is some check on how cavalierly the rulers 
can play games with the people. Congressmen 
of Andhra Pradesh who took their power for 
granted got a shock this time that they have 
not recovered from even a month afterwards. 
Secondly, the competition for the votes of 
the elusive voters who sit on the fence and 
amuse themselves by voting this way once 
and that way the next time does lead to 
however partial an attempt to meet the dire 
needs of the voting public at large, a healthy 
fall-out of political uncertainty that 
Manmohan Singh’s admirers describe as 
populism. Blessed is this populism without 
which many more would hive starved to 
death in this land which is marching from 
brahmirocal cruelty tocapitalist cruelty, from 
the rale of dharma to the iron rule of the 
International Monetary Fund. And thirdly, 
there is this thing called empowerment of the 
powerless that everyone talks of a lot these 
days. One is not talking of the gratuitous 
empowerment that the CPI and CPKM) are 
enjoying in Andhra Pradesh this season, but 
the empowerment of what the Supreme Cou n 
has with unfelicitous contempt described as 
the ‘creamy layer’ of the dalits and the 
backward castes. For all its much despised 
creaminess this class or daaa-fractkxt would 
have had little chance of coming close to 


positions of power if a Congress clone such 
as the Telugu Desam Party had not come 
about and afforded the dynamic among the 
lower castes a chance to play one party 
against the other and push themselves into 
positions of power in this party or that This 
too, of course, is ’populism’, for it is not 
necessarily congruent with the most efficient 
use of the nation's resources that is the ruling 
dogma of today's India. 

All this is not to say that alternatives to 
the Congress such as the Telugu Desam 
Patty are the best that could have happened 
in this best of all possible worlds, for that 
would be taking a needlessly pessimistic 
view of an admittedly imperfect world. For 
the deadening effect that this replication of 
the Congress by other names has on the 
political culture of a people isan incalculably 
vicious consequence of the emergence of 
charismatic fakes such as N T Rama Rao. 
The purpose of this prologue, rather, is to 
caution against contemptuous attitudes 
towards ’populism' on the one hand, and on 
the other against the inability to see that in 
human affairs desirable ends can and 
frequently do realise themselves in seemingly 
immaterial, utterly uninspiring and even 
incongruous changes. The human historical 
agent is no match for its own glorious 
aspirations, and as much progress in its affairs 
(as well as resistance to retrogression) is 
wrought by incongruous irrelevancies as by 
revolutionary planning and firmness. 

It is necessary also to caution against a 
third attitude, which is being developed into 
a whole myth by CPI(M) circles. This is to 
read in the recent victory of the Telugu 
Desam Party a rejection of P V Narasimha 
Rao'i economic reforms. The <JPI and the 
CPi(M) are A liberty to collect ail manner 
of political creatures - including Congress 
clones, crooks and opportunists who would 
rather be in the Congress than outside it - 
■round them; and in this free world one 
cannot prevent them from christening this 
motley grouping sfeft and democratic alHance 
or a national alternative or whatever, but one 
should firmly insist that they stop interpreting 
reality to suit their tactics. Assuming that the 
TDP woo on a vote for cheap rice, that only 


indicates popular reaentment A rising prices 
and hungry stomachs. It is part of an 
unfortunate culture of interpretation that has 
become common with mtrxisu to argue thA 
since the recent spurt in prices is a 
consequence of economic liberalisation, the 
vote against price rise is objectively a vote 
against liberalisation. The gap between this 
reductionist interpretation and the actual 
consciousness of the people is an abyss thA 
renders the interpretation a particularly bad 
'case of wishful thinking. It is the wishful 
realisation of two elusive desires: one! thA 
the people A large should recognise thA 
economic reforms are bad for them, and 
should consciously reject them; and two, thA 
the left forces should succeed in leading the 
people to the realisation. 

It is of coure a matter of delight to believe 
thAtheTelugu people stood up firmly against 
the prime minister’s regressive economic 
policies and gave the old man a resounding 
rebuff for having presumed thA because he 
Is a ‘child of the Telugus’, the state would 
vote by him in a time of crisis. It is indeed 
true enough that the sentimental response 
thA he expected (he used the word bidda 
which means daughter rather than son in his 
native Telangana. and in general Telugu 
usage connotes the child in its dependent and 
helpless aspect) was not forthcoming from 
the electorate. And yet. happy though one 
would be to arrive « such a conclusion, there 
is little reason to see the defeat of theCongress 
as principally a rejection of the prime 
minister’s presumptuous appeal for support 
to his structural adjustment policies. Of the 
three reasons offered for the victory of the 
TDP - rejection of the economic reforms, 
vote for NTR's cheap rice and prohibition 
policies, and infighting of theCongress - the 
third and the least glamorous appears to have 
been the most significant, however reluctant 
we may be to accept such unromantic 
conclusions. Economic reform in the abstract 
was an irrelevant matter not only because the 
people at large are far from being aware of 
its implications and conscious in rejecting 
it, but also because NTR is hardly anti- 
liberalisation. He is, like most Congressmen, 
as much a convinced advocate of the 
philosophy of the market as he Is utterly 
feudal in his cultural attitudes, and theTelugu 
Desam Party has never spoken out agairul 
liberalisation as such, though it has put to 
skilfull doctoral use the consequent price rise. 

The cheap rice scheme has no doubt 
attracted people, and quite rightly, whatever 
may be said by persons who are worried 
about budgetary discipline. The question of 
budgetary profligacy cannot bedivurcedfrom 
the larger question of how and on what bad* 
the nation's resources are being shared out. 
and when thA is left either to the bureMicrat- 
poHtidan nexus or the laws of the cap italist 
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